Fl ori da House of Representatives - 2001 HB 1643
By Representative Goodlette

1 A bill to be entitled

2 An act relating to insurance risk apportionment

3 pl ans; anending s. 627.351, F.S.; creating the

4 Citizens Property |Insurance Corporation

5 revising and applying provisions relating to

6 the Residential Property and Casualty Joint

7 Underwriting Association and the association's

8 nmenber insurers to the corporation and the

9 corporation's participating insurers; requiring

10 certain insurers to participate in the

11 corporation; providing for application to

12 commercial property as well as residential

13 requiring a plan of operation; providing for

14 di vi si on of revenues, assets, liabilities,

15 | osses, and expenses of the corporation into

16 t hree accounts, to be maintained for certain

17 pur poses; anendi ng ss. 215.555, 624.4071

18 624. 4072, 626.752, 627.0628, 627.3511

19 627.3513, 627.3515, 627.3516, 627.7013, and

20 627.7014, F.S., to conform providing an

21 ef fective date.

22

23| Be It Enacted by the Legislature of the State of Florida:
24

25 Section 1. Paragraphs (b) and (d) of subsection (2)
26 | and subsection (6) of section 627.351, Florida Statutes, are
27 | anended to read:

28 627.351 |Insurance risk apportionnent plans.--

29 (2) W NDSTORM | NSURANCE RI SK APPORTI ONMVENT. - -

30 (b) The departnent shall require all insurers hol ding
31| a certificate of authority to transact property insurance on a
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1| direct basis in this state, other than joint underwiting

2 | associations and other entities forned pursuant to this

3| section, to provide w ndstorm coverage to applicants from

4| areas deternined to be eligible pursuant to paragraph (c) who
5]in good faith are entitled to, but are unable to procure, such
6 | coverage through ordinary neans; or it shall adopt a

7 | reasonabl e plan or plans for the equitabl e apporti onnent or

8 | sharing anpbng such insurers of w ndstorm coverage, which nay
9] include formati on of an association for this purpose. As used
10 ) in this subsection, the term"property insurance" neans

11 | insurance on real or personal property, as defined in s.

12 | 624. 604, including insurance for fire, industrial fire, allied
13| lines, farnowners nultiperil, honmeowners' nultiperil,

14 | commercial multiperil, and nobile hones, and including

15| liability coverages on all such insurance, but excl uding

16 | inland nmarine as defined in s. 624.607(3) and excl uding

17 | vehicle insurance as defined in s. 624.605(1)(a) other than
18 | i nsurance on nobil e honmes used as pernmanent dwellings. The

19 | departnent shall adopt rules that provide a forrmula for the
20 | recovery and repaynent of any deferred assessnents.
21 1. For the purpose of this section, properties
22 | eligible for such wi ndstorm coverage are defined as dwellings,
23 | buildings, and ot her structures, including nobile hones which
24 | are used as dwellings and which are tied down in conpliance
25| with nobile hone tie-down requirenents prescribed by the
26 | Departnent of Hi ghway Safety and Motor Vehicles pursuant to s.
27 | 320.8325, and the contents of all such properties. An
28 | applicant or policyholder is eligible for coverage only if an
29 | offer of coverage cannot be obtained by or for the applicant
30| or policyholder froman admtted insurer at approved rates.
31
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2.a.(1) Al insurers required to be nmenbers of such
associ ation shall participate in its witings, expenses, and
| osses. Surplus of the association shall be retained for the
payrment of clains and shall not be distributed to the nenber
i nsurers. Such participation by nmenber insurers shall be in
the proportion that the net direct prem uns of each nenber
insurer witten for property insurance in this state during
t he precedi ng cal endar year bear to the aggregate net direct
prem uns for property insurance of all nenber insurers, as
reduced by any credits for voluntary witings, in this state
during the precedi ng cal endar year. For the purposes of this
subsection, the term"net direct prem uns" neans direct
witten premunms for property insurance, reduced by prem um
for liability coverage and for the following if included in
allied lines: rain and hail on growi ng crops; |ivestock
associ ation direct preniuns booked; National Flood |Insurance
Program direct premuns; and simlar deductions specifically
aut hori zed by the plan of operation and approved by the
departnment. A nenber's participation shall begin on the first
day of the cal endar year following the year in which it is
issued a certificate of authority to transact property
insurance in the state and shall ternminate 1 year after the
end of the cal endar year during which it no longer holds a
certificate of authority to transact property insurance in the
state. The conm ssioner, after review of annual statenents,
other reports, and any other statistics that the conmi ssioner
deens necessary, shall certify to the association the
aggregate direct prenmiuns witten for property insurance in
this state by all nenber insurers.

(I'1) The plan of operation shall provide for a board
of directors consisting of the Insurance Consuner Advocate

3
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appoi nted under s. 627.0613, 1 consumer representative

appoi nted by the | nsurance Conmi ssioner, 1 consuner
representative appointed by the Governor, and 12 additi ona
nmenbers appoi nted as specified in the plan of operation. One
of the 12 additional nenbers shall be elected by the donestic
conpani es of this state on the basis of cumulative wei ghted
voting based on the net direct prem unms of donestic conpanies
inthis state. Nothing in the 1997 anendnents to this
paragraph terminates the existing board or the terns of any
nmenbers of the board.

(111) The plan of operation shall provide a fornula
whereby a conpany voluntarily providing wi ndstorm coverage in
affected areas will be relieved wholly or partially from
apportionnent of a regular assessnment pursuant to
sub- sub- subparagraph d. (1) or sub-sub-subparagraph d.(I11).

(1'V) A conpany which is a nenber of a group of
conpani es under conmon nanagenent may elect to have its
credits applied on a group basis, and any conmpany or group nmay
elect to have its credits applied to any other conpany or
gr oup.

(V) There shall be no credits or relief from
apportionnent to a conpany for energency assessnents coll ected
fromits policyhol ders under sub-sub-subparagraph d.(111).

(VI) The plan of operation may al so provide for the
award of credits, for a period not to exceed 3 years, froma
regul ar assessnent pursuant to sub-sub-subparagraph d.(l) or
sub- sub- subparagraph d. (I1) as an incentive for taking
policies out of the Gtizens Property |nsurance Corporation

o ol I I . I L
Assoetration. |In order to qualify for the exenption under this
sub- sub- subpar agraph, the take-out plan rmust provide that at
4
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| east 40 percent of the policies renoved fromthe Ctizens

Property I nsurance Corporati on Residential—Property—and
Castat-ty—Joint—Underwiting—Associati+on cover risks located in

Dade, Broward, and Pal m Beach Counties or at |east 30 percent

of the policies so renoved cover risks |ocated in Dade,
Broward, and Pal m Beach Counties and an additional 50 percent
of the policies so renoved cover risks |ocated in other
coastal counties, and nust also provide that no nore than 15
percent of the policies so renbved nay excl ude w ndstorm
coverage. Wth the approval of the departnment, the
associ ati on may wai ve these geographic criteria for a take-out
pl an that renoves at |east the | esser of 100,000 Ctizens

Property | nsurance Corporati on Resident+a—Property—and
Castat-ty—Joint—Underwitng—Association policies or 15 percent

of the total nunber of Citizens Property |nsurance Corporation

o ol I I . I L
Assoectati+on policies, provided the governing board of the
Citizens Property |Insurance Corporation Residental—Proeperty
ant—Castatty—Jotnt—YUnderwiting—Assoctation certifies that the
take-out plan will materially reduce the Citizens Property

| nsurance Corporation's Residentiat—Property—and—Casualtty
Joint—unRderwi-ting—Assectation—s 100-year probabl e nmaxi num

|l oss fromhurricanes. Wth the approval of the departnent,

the board may extend such credits for an additional year if
the insurer guarantees an additional year of renewability for
all policies removed fromthe Citizens Property |nsurance

Cor por at i on Restdenttal—Property—and—Casualty Joint
Ynderwi-ting—Assectatioen, or for 2 additional years if the

i nsurer guarantees 2 additional years of renewability for al

policies renoved fromthe Citizens Property |nsurance

5
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Cor por ati on Rest+dentiat—Property—and—Casvat-ty—Jornt
Ynderwi-tng—Assoctation.

b. Assessnents to pay deficits in the association
under this subparagraph shall be included as an appropriate
factor in the nmaking of rates as provided in s. 627.3512.

c. The Legislature finds that the potential for
unlinmted deficit assessnents under this subparagraph nay
i nduce insurers to attenpt to reduce their witings in the
voluntary market, and that such actions would worsen the
availability problens that the association was created to
renmedy. It is the intent of the Legislature that insurers
remain fully responsible for paying regular assessnents and
col l ecting energency assessnents for any deficits of the
associ ation; however, it is also the intent of the Legislature
to provide a neans by which assessnent liabilities nay be
anortized over a period of years.

d.(I) Wien the deficit incurred in a particular
cal endar year is 10 percent or |ess of the aggregate statew de
direct witten prenmiumfor property insurance for the prior
cal endar year for all nenber insurers, the association shal
| evy an assessnent on nenber insurers in an anpbunt equal to
the deficit.

(I'1) Wen the deficit incurred in a particular
cal endar year exceeds 10 percent of the aggregate statew de
direct witten prenmiumfor property insurance for the prior
cal endar year for all nenber insurers, the association shal
| evy an assessnent on nenber insurers in an anpbunt equal to
the greater of 10 percent of the deficit or 10 percent of the
aggregate statewide direct witten prem umfor property
i nsurance for the prior cal endar year for nenber insurers. Any

6
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1| remaining deficit shall be recovered through energency

2 | assessnents under sub-sub-subparagraph (111).

3 (I'11) Upon a deternination by the board of directors
4| that a deficit exceeds the anount that will be recovered

5| through regul ar assessnents on nenber insurers, pursuant to

6 | sub- sub-subparagraph (1) or sub-sub-subparagraph (I1), the

7 | board shall levy, after verification by the departnent,

8 | energency assessnents to be collected by nenber insurers and
9| by underwiting associations created pursuant to this section
10 | which wite property insurance, upon issuance or renewal of
11 | property insurance policies other than National Flood

12 | I nsurance policies in the year or years followi ng | evy of the
13 | regul ar assessnents. The amount of the energency assessnent
14 | collected in a particular year shall be a uniform percentage
15| of that year's direct witten premiumfor property insurance
16 | for all nenber insurers and underwiting associations,

17 | excludi ng National Flood Insurance policy prem uns, as

18 | annual |y determ ned by the board and verified by the

19 | departnent. The departnent shall verify the arithnetic
20 | calculations involved in the board's determnmination within 30
21 | days after receipt of the informati on on which the
22 | determ nation was based. Notwi thstandi ng any other provision
23| of law, each nenber insurer and each underwiting association
24 | created pursuant to this section shall collect energency
25 | assessnents fromits policyhol ders w thout such obligation
26 | being affected by any credit, limtation, exenption, or
27 | defernent. The energency assessnments so collected shall be
28 | transferred directly to the association on a periodic basis as
29 | determ ned by the association. The aggregate anount of
30 | energency assessnents | evied under this sub-sub-subparagraph
31| in any cal endar year nmay not exceed the greater of 10 percent
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1| of the anobunt needed to cover the original deficit, plus

2| interest, fees, commissions, required reserves, and other

3| costs associated with financing of the original deficit, or 10
4 | percent of the aggregate statewide direct witten prem umfor
5| property insurance witten by nenber insurers and underwriting
6 | associations for the prior year, plus interest, fees,

7 | conmmi ssions, required reserves, and other costs associated

8| with financing the original deficit. The board may pl edge the
9 | proceeds of the energency assessnents under this

10 | sub-sub-subpar agraph as the source of revenue for bonds, to
11| retire any other debt incurred as a result of the deficit or
12 | events giving rise to the deficit, or in any other way that
13| the board deternmines will efficiently recover the deficit. The
14 | energency assessnents under this sub-sub-subparagraph shal

15| continue as |long as any bonds issued or other indebtedness

16 | incurred with respect to a deficit for which the assessnent
17 | was i nposed renmni n outstandi ng, unless adequate provision has
18 | been made for the paynent of such bonds or other indebtedness
19 | pursuant to the docunent governing such bonds or other
20 | i ndebt edness. Energency assessnents coll ected under this
21 | sub-sub-subparagraph are not part of an insurer's rates, are
22 | not premium and are not subject to premumtax, fees, or
23 | conmi ssions; however, failure to pay the energency assessnent
24 | shall be treated as failure to pay prem um
25 (1'V) Each nenber insurer's share of the total regular
26 | assessnents under sub-sub-subparagraph (I) or
27 | sub-sub-subparagraph (I1) shall be in the proportion that the
28 | insurer's net direct premiumfor property insurance in this
29 | state, for the year preceding the assessnent bears to the
30 | aggregate statewi de net direct premumfor property insurance
31
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1| of all nenber insurers, as reduced by any credits for

2| voluntary witings for that year

3 (V) If regular deficit assessnments are nmade under

4 | sub-sub-subparagraph (1) or sub-sub-subparagraph (11), or by
5| the Gtizens Property | nsurance Corporation Restdential

6 | Property—and—Castatty—Jotnt—Underwiting—Assoectat+onr under

7 | sub-subparagraph (6)(b)3.a. or sub-subparagraph (6)(b)3.b.

8 | the association shall |evy upon the association's

9| policyholders, as part of its next rate filing, or by a

10 | separate rate filing solely for this purpose, a narket

11 | equal i zation surcharge in a percentage equal to the total

12 | amount of such regul ar assessnents divided by the aggregate
13| statewide direct witten prem umfor property insurance for
14 | menber insurers for the prior calendar year. WMarket

15 | equal i zati on surcharges under this sub-sub-subparagraph are
16 | not consi dered prem um and are not subject to conmi ssions,
17 | fees, or premiumtaxes; however, failure to pay a narket

18 | equal i zation surcharge shall be treated as failure to pay

19 | prem um

20 e. The governing body of any unit of |ocal governnent,
21| any residents of which are insured under the plan, nmay issue
22 | bonds as defined in s. 125.013 or s. 166.101 to fund an

23 | assistance program in conjunction with the association, for
24 | the purpose of defraying deficits of the association. In order
25| to avoid needless and indiscrimnate proliferation

26 | duplication, and fragnentati on of such assistance prograns,
27 | any unit of local governnent, any residents of which are

28 | insured by the association, may provide for the paynent of
29 | | osses, regardless of whether or not the | osses occurred

30| within or outside of the territorial jurisdiction of the |Ioca
31| governnent. Revenue bonds may not be issued until validated

9
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pursuant to chapter 75, unless a state of energency is
decl ared by executive order or proclamation of the Governor
pursuant to s. 252.36 nmaking such findings as are necessary to
determine that it is in the best interests of, and necessary
for, the protection of the public health, safety, and genera
wel fare of residents of this state and the protection and
preservation of the econonic stability of insurers operating
inthis state, and declaring it an essential public purpose to
permt certain nmunicipalities or counties to i ssue bonds as
will provide relief to claimnts and policyhol ders of the
associ ation and insurers responsible for apportionnent of plan
| osses. Any such unit of |ocal governnent nmay enter into such
contracts with the association and with any other entity
created pursuant to this subsection as are necessary to carry
out this paragraph. Any bonds issued under this
sub- subpar agraph shall be payabl e fromand secured by noneys
received by the association fromassessnents under this
subpar agr aph, and assigned and pl edged to or on behalf of the
unit of local governnent for the benefit of the hol ders of
such bonds. The funds, credit, property, and taxi ng power of
the state or of the unit of |ocal governnent shall not be
pl edged for the paynent of such bonds. If any of the bonds
remai n unsold 60 days after issuance, the departnent shal
require all insurers subject to assessnent to purchase the
bonds, which shall be treated as admtted assets; each insurer
shall be required to purchase that percentage of the unsold
portion of the bond issue that equals the insurer's relative
share of assessment liability under this subsection. An
i nsurer shall not be required to purchase the bonds to the
extent that the departnent determ nes that the purchase woul d
endanger or inpair the solvency of the insurer. The authority
10
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granted by this sub-subparagraph is additional to any bondi ng
authority granted by subparagraph 6.

3. The plan shall also provide that any nenber with a
surplus as to policyholders of $20 mllion or less witing 25
percent or nore of its total countryw de property insurance
premiuns in this state nmay petition the departnent, within the
first 90 days of each cal endar year, to qualify as a linted
apportionnent conpany. The apportionnment of such a nenber
conpany in any cal endar year for which it is qualified shal
not exceed its gross participation, which shall not be
affected by the formula for voluntary witings. In no event
shall a limted apportionnment conpany be required to
participate in any apportionnent of |osses pursuant to
sub- sub- subparagraph 2.d. (1) or sub-sub-subparagraph 2.d.(11)
in the aggregate which exceeds $50 nmillion after paynent of
avail abl e plan funds in any cal endar year. However, a linited
apportionnent conpany shall collect fromits policyhol ders any
ener gency assessnent inposed under sub-sub-subparagraph
2.d.(I'l'l). The plan shall provide that, if the departnent
determ nes that any regul ar assessnment will result in an
i mpai rnment of the surplus of a linited apportionnent conpany,
the departnent may direct that all or part of such assessnent
be deferred. However, there shall be no limtation or
defernent of an energency assessnent to be collected from
pol i cyhol ders under sub-sub-subparagraph 2.d.(111).

4. The plan shall provide for the defernent, in whole
or in part, of a regular assessnent of a nenber insurer under
sub- sub- subparagraph 2.d. (I) or sub-sub-subparagraph 2.d.(11),
but not for an energency assessnent collected from
pol i cyhol ders under sub-sub-subparagraph 2.d.(1I1), if, in the
opi ni on of the comi ssioner, paynent of such regul ar

11
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assessnment woul d endanger or inpair the solvency of the nenber
insurer. In the event a regul ar assessnent agai nst a nenber
insurer is deferred in whole or in part, the anbunt by which
such assessnent is deferred nmay be assessed agai nst the other
menber insurers in a manner consistent with the basis for
assessnents set forth in sub-sub-subparagraph 2.d. (1) or

sub- sub- subparagraph 2.d. (I1).

5.a. The plan of operation may include deductibles and
rules for classification of risks and rate nodifications
consistent with the objective of providing and maintaining
funds sufficient to pay catastrophe | osses.

b. The association may require arbitration of a rate
filing under s. 627.062(6). It is the intent of the
Legislature that the rates for coverage provided by the
associ ation be actuarially sound and not conpetitive with
approved rates charged in the admtted voluntary nmarket such
that the association functions as a residual market nechanism
to provide insurance only when the insurance cannot be
procured in the voluntary market. The plan of operation shal
provide a nechanismto assure that, beginning no later than
January 1, 1999, the rates charged by the association for each
line of business are reflective of approved rates in the
voluntary market for hurricane coverage for each |line of
business in the various areas eligible for association
cover age.

c. The association shall provide for w ndstorm

coverage on residential properties in limts up to $10 mllion
for commercial lines residential risks and up to $1 nmillion
for personal lines residential risks. If coverage with the

association is sought for a residential risk valued in excess
of these limts, coverage shall be available to the risk up to
12

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O WDN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R R R
P O © 0 N O 00~ WNIERPLO O N DWNPER O

Fl ori da House of Representatives - 2001 HB 1643
704- 148-01

the repl acenent cost or actual cash value of the property, at
the option of the insured, if coverage for the risk cannot be
| ocated in the authorized market. The associ ati on nust accept

a commercial lines residential risk with linmts above $10
mllion or a personal lines residential risk with lints above
$1 million if coverage is not available in the authorized

mar ket. The association may wite coverage above the lints
specified in this subparagraph with or without facultative or
ot her reinsurance coverage, as the association deternines
appropri at e.

d. The plan of operation nust provide objective
criteria and procedures, approved by the departnent, to be
unifornmy applied for all applicants in determ ning whether an
i ndividual risk is so hazardous as to be uninsurable. In
maki ng this determination and in establishing the criteria and
procedures, the foll owi ng shall be consi dered:

(1) \Whether the likelihood of a loss for the
i ndividual risk is substantially higher than for other risks
of the sane class; and

(I'l1) Whether the uncertainty associated with the
i ndividual risk is such that an appropriate prem um cannot be
det er ni ned.

The acceptance or rejection of a risk by the association
pursuant to such criteria and procedures nust be construed as
the private placenent of insurance, and the provisions of
chapter 120 do not apply.

e. The policies issued by the association nust provide
that if the association obtains an offer from an authorized
insurer to cover the risk at its approved rates under either a
standard policy including wind coverage or, if consistent with

13
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1| the insurer's underwiting rules as filed with the departnent,
2| a basic policy including wind coverage, the risk is no | onger
3| eligible for coverage through the association. Upon

4 ) termination of eligibility, the association shall provide

5| witten notice to the policyhol der and agent of record stating
6 | that the association policy nmust be cancel ed as of 60 days

7| after the date of the notice because of the offer of coverage
8| froman authorized insurer. Oher provisions of the insurance
9| code relating to cancell ation and notice of cancellation do
10 | not apply to actions under this sub-subparagraph

11 f. Association policies and applications nust include
12| a notice that the association policy could, under this

13 | section, be replaced with a policy issued by an authori zed

14 | insurer that does not provide coverage identical to the

15 | coverage provi ded by the association. The notice shall also
16 | specify that acceptance of association coverage creates a

17 | concl usive presunption that the applicant or policyholder is
18 | aware of this potential

19 6.a. The plan of operation may authorize the fornation
20| of a private nonprofit corporation, a private nonprofit
21 | uni ncor porated association, a partnership, a trust, alinted
22 | liability conpany, or a nonprofit rmutual conpany which may be
23 | enpower ed, anong ot her things, to borrow noney by issuing
24 | bonds or by incurring other indebtedness and to accunul ate
25| reserves or funds to be used for the payment of insured
26 | catastrophe | osses. The plan nmay authorize all actions
27 | necessary to facilitate the issuance of bonds, including the
28 | pl edgi ng of assessnents or other revenues.
29 b. Any entity created under this subsection, or any
30| entity fornmed for the purposes of this subsection, may sue and
31| be sued, may borrow noney; issue bonds, notes, or debt

14
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instrunents; pledge or sell assessnents, market equalization
surcharges and ot her surcharges, rights, prem uns, contractua
rights, projected recoveries fromthe Florida Hurricane

Cat astrophe Fund, other reinsurance recoverables, and other
assets as security for such bonds, notes, or debt instrunents;
enter into any contracts or agreenents necessary or proper to
acconpl i sh such borrow ngs; and take other actions necessary
to carry out the purposes of this subsection. The association
may i ssue bonds or incur other indebtedness, or have bonds

i ssued on its behalf by a unit of |ocal governnment pursuant to
subparagraph (g)2., in the absence of a hurricane or other
weat her-rel ated event, upon a determ nation by the association
subj ect to approval by the departnent that such action would
enable it to efficiently neet the financial obligations of the
associ ati on and that such financings are reasonably necessary
to effectuate the requirenments of this subsection. Any such
entity may accurul ate reserves and retain surpluses as of the
end of any association year to provide for the paynent of

| osses incurred by the association during that year or any
future year. The association shall incorporate and continue
the plan of operation and articles of agreenent in effect on
the effective date of chapter 76-96, Laws of Florida, to the
extent that it is not inconsistent with chapter 76-96, and as
subsequently nodified consistent with chapter 76-96. The board
of directors and officers currently serving shall continue to
serve until their successors are duly qualified as provided
under the plan. The assets and obligations of the plan in
effect imediately prior to the effective date of chapter
76-96 shall be construed to be the assets and obligations of

t he successor plan created herein.

15
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c. Inrecognition of s. 10, Art. | of the State
Constitution, prohibiting the inpairnent of obligations of
contracts, it is the intent of the Legislature that no action
be taken whose purpose is to inpair any bond indenture or
financi ng agreenent or any revenue source conmtted by
contract to such bond or other indebtedness issued or incurred
by the association or any other entity created under this
subsecti on.

7. On such coverage, an agent's renuneration shall be
t hat anmount of nobney payable to the agent by the terns of his
or her contract with the conpany with which the business is
pl aced. However, no conmission will be paid on that portion of
the premiumwhich is in excess of the standard prem um of that
conpany.

8. Subject to approval by the departnent, the
association nmay establish different eligibility requirenents
and operational procedures for any line or type of coverage
for any specified eligible area or portion of an eligible area
if the board determ nes that such changes to the eligibility
requi renments and operational procedures are justified due to
the voluntary nmarket being sufficiently stable and conpetitive
in such area or for such Iine or type of coverage and that
consuners who, in good faith, are unable to obtain insurance
t hrough the voluntary market through ordinary methods woul d
continue to have access to coverage fromthe association. Wen
coverage is sought in connection with a real property
transfer, such requirenents and procedures shall not provide
for an effective date of coverage |ater than the date of the
closing of the transfer as established by the transferor, the
transferee, and, if applicable, the | ender

9. Notwithstandi ng any other provision of |aw

16
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a. The pledge or sale of, the |ien upon, and the
security interest in any rights, revenues, or other assets of
the association created or purported to be created pursuant to
any financing docunents to secure any bonds or other
i ndebt edness of the association shall be and remain valid and
enforceabl e, notw thstanding the cormmencenent of and during
the continuation of, and after, any rehabilitation
i nsol vency, |iquidation, bankruptcy, receivership,
conservat orshi p, reorgani zation, or simlar proceedi ng agai nst
t he associ ation under the laws of this state or any other
appl i cabl e | aws.

b. No such proceeding shall relieve the association of
its obligation, or otherwise affect its ability to performits
obligation, to continue to collect, or levy and collect,
assessnents, market equalization or other surcharges,
projected recoveries fromthe Florida Hurricane Catastrophe
Fund, reinsurance recoverables, or any other rights, revenues,
or other assets of the association pl edged.

c. Each such pledge or sale of, lien upon, and
security interest in, including the priority of such pl edge,
lien, or security interest, any such assessnents, energency
assessnents, market equalization or renewal surcharges,
projected recoveries fromthe Florida Hurricane Catastrophe
Fund, reinsurance recoverables, or other rights, revenues, or
ot her assets which are collected, or |evied and coll ect ed,
after the commencenent of and during the pendency of or after
any such proceedi ng shall continue unaffected by such
pr oceedi ng.

d. As used in this subsection, the term"financing
docunent s" nmeans any agreenent, instrument, or other docunent
now existing or hereafter created evidencing any bonds or

17
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ot her i ndebtedness of the association or pursuant to which any
such bonds or other indebtedness has been or nay be issued and
pursuant to which any rights, revenues, or other assets of the
associ ation are pledged or sold to secure the repaynent of
such bonds or indebtedness, together with the paynent of

i nterest on such bonds or such indebtedness, or the paynment of
any other obligation of the association related to such bonds
or indebt edness.

e. Any such pledge or sale of assessnents, revenues,
contract rights or other rights or assets of the association
shall constitute a lien and security interest, or sale, as the
case may be, that is inmediately effective and attaches to
such assessnents, revenues, contract, or other rights or
assets, whether or not inposed or collected at the tine the
pl edge or sale is made. Any such pledge or sale is effective,
val i d, binding, and enforceabl e agai nst the association or
other entity making such pledge or sale, and valid and bi ndi ng
agai nst and superior to any conpeting clainms or obligations
owed to any other person or entity, including policyholders in
this state, asserting rights in any such assessnents,
revenues, contract, or other rights or assets to the extent
set forth in and in accordance with the terns of the pl edge or
sal e contained in the applicable financing docunents, whether
or not any such person or entity has notice of such pl edge or
sal e and without the need for any physical delivery,
recordation, filing, or other action

f. There shall be no liability on the part of, and no
cause of action of any nature shall arise against, any nenber
insurer or its agents or enployees, agents or enployees of the
associ ati on, nenbers of the board of directors of the
association, or the departnent or its representatives, for any

18
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1| action taken by themin the performance of their duties or

2| responsibilities under this subsection. Such inmmunity does not
3| apply to actions for breach of any contract or agreenent

4 | pertaining to insurance, or any willful tort.

5 (d) For the purpose of evaluating whether the criteria
6 | of paragraph (c) are net, such criteria shall be applied as

7| the situation would exist if policies had not been witten by
8| the Gtizens Property | nsurance Corporation Foerida

9 | Restdential—Property—antd—Castvat-ty—Joint—Underwiting

10 | Assectatt+oenr and property insurance for such policyhol ders was
11 | not avail abl e.

12 (6) ClTIZENS RESHBENTHAE PROPERTY | NSURANCE

13 | CORPORATI ON ANB—CASUALTY—J-OHNT—UNBERWRHFHNG-ASSOCHATHON. - -

14 (a)l. The Legislature finds that actual and threatened
15| catastrophic | osses to property in this state from hurricanes
16 | have caused insurers to be unwilling or unable to provide

17 | property insurance coverage to the extent sought and needed.
181t is in the public interest and a public purpose to assist in
19 | assuring that property in the state is insured so as to

20| facilitate the renedi ati on, reconstruction, and repl acenent of
21 | damaged or destroyed property in order to reduce or avoid the
22 | negative effects otherwise resulting to the public health,

23| safety, and welfare; to the econony of the state; and to the
24 | revenues of the state and | ocal governnents needed to provide
25| for the public welfare. It is necessary therefor, through

26 | this subsection, to provide property insurance to applicants
27 | who are in good faith entitled, but are unable, to procure

28 | i nsurance through the voluntary market. The Legislature's

29 | purpose in enacting this subsection is that such insurance be
30 | provided and continued, as | ong as necessary, through a public
31| benefits corporation which is organized to achi eve

19
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efficiencies and econonmes all toward the achi evenent of the

publ i ¢ purposes stated above.

2. The Citizens Property |Insurance Corporation Fhere

is created as a public benefits corporation joeirart—urderwiting
assoetat+on for insuring egditable—sapportienrent—oer—sharing
afphg—hstrers—of—property—ant—casuat-ty—instrance—covering

residential and comrercial property, for applicants who are in

good faith entitled, but are unable, to procure insurance
t hrough the voluntary nmarket. The corporation asseciation
shal | operate pursuant to a plan of operation approved by
order of the departnment. The plan is subject to continuous
review by the departnent. The departnent may, by order
wi t hdraw approval of all or part of a plan if the departnent
determ nes that conditions have changed since approval was
granted and that the purposes of the plan require changes in
the plan. For the purposes of this subsection, residential
coverage includes both personal |ines residential coverage,
whi ch consists of the type of coverage provided by
honmeowner's, nobile hone owner's, dwelling, tenant's,
condom niumunit owner's, and simlar policies, and commerci al
lines residential coverage, which consists of the type of
coverage provided by condoni ni um associ ati on, apartnent
buil ding, and sinilar policies.

(b)1. Al insurers authorized to wite one or nore
subj ect lines of business in this state, and insurers witing

one or nore subject lines of business pursuant to part VIII of
chapter 626 ether—than—unrderwiting—assoctations—er—other
entities—created—under—this—seet+on, nust participate in the
corporation as participating insurers ant—bernenbers—of—the
Cd ol I I . I -
Assoectat+on. An authorized insurer's A+erber—s participation
20
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shal|l begin on the first day of the cal endar year foll ow ng
the year in which the insurer renrber was issued a certificate
of authority to transact insurance for subject |ines of
business in this state and shall terminate 1 year after the
end of the first cal endar year during which the nmenber no

| onger holds a certificate of authority to transact insurance
for subject lines of business in this state. For insurers

transacting i nsurance for subject |lines of business in this

state pursuant to part VIII of chapter 626, the insurer's

participation shall begin on the first day of the cal endar

year following the year in which the insurer began transacting

i nsurance for subject lines of business in this state and

shall terminate 1 year after the corporation no |onger has any

liabilities in this state for the subject |ines of business.

2.a. Al revenues, assets, liabilities, |osses, and
expenses of the corporati on asseciat+on shall be divided into
three two separate accounts as foll ows:

(1) A personal |lines account for personal residential

policies issued by the corporation or issued by the

Resi dential Property and Casualty Joint Underwiting

Associ ation and renewed by the corporation on risks which are

not located in areas eligible for coverage in the Florida

W ndst orm Underwriting Associ ation as those areas were defined

on January 1, 2001

(I'1) A conmercial lines account for conmerci al

residential policies issued by the corporation or issued by

the Residential Property and Casualty Joint Underwriting

Associ ation and renewed by the corporation on risks which are

not located in areas eligible for coverage in the Florida

W ndst orm Underwriting Associ ation as those areas were defined

on January 1, 2001

21
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(11'1) A high-risk account for personal residential

policies and commercial residential and commerci al

nonresi dential property policies issued by the corporation or

transferred to the corporation on risks which are located in

areas eligible for coverage in the Florida Wndstorm

Underwriting Association as those areas were defined on
January 1, 2001.

The three separate accounts shall be nmintained as | ong as

financing obligations entered into by the Florida Wndstorm

Underwriting Association or Residential Property and Casualty

Joint Underwriting Association are outstanding in accordance

with the terms of the correspondi ng financi ng docunents. At

such tinme as such financing obligations are no | onger

outstanding, in accordance with the terns of the correspondi ng

fi nanci ng docunents, the corporation may utilize a single

account for all revenues, assets, liabilities, |osses, and

expenses of the corporati onf—ene—of—which—+s—for—personalt
¥ d ol ey I e f
a1 o ol .

b. Revenues, assets, liabilities, |osses, and expenses

not attributable to particular coverages shall be prorated
anong between the accounts.

3. Wth respect to a deficit in an account:

a. Wien the deficit incurred in a particul ar cal endar
year is not greater than 10 percent of the aggregate statew de
direct witten prenmiumfor the subject |ines of business for
the prior calendar year for all participating werber insurers,

the entire deficit shall be recovered through assessnents of
partici pati ng wewber i nsurers under paragraph (g).

22
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b. Wen the deficit incurred in a particul ar cal endar
year exceeds 10 percent of the aggregate statew de direct
written prem umfor the subject |ines of business for the
prior calendar year for all participating merber insurers, the

cor porati on assectatt+oerr shall |evy an assessnment on
participating werwber insurers in an anount equal to the

greater of 10 percent of the deficit or 10 percent of the
aggregate statewide direct witten prem umfor the subject

I ines of business for the prior calendar year for al

partici pating wernber insurers. Any renaining deficit shall be

recovered through energency assessnents under sub-subparagraph
d.
c. Each participating rernber insurer's share of the

total assessnent under sub-subparagraph a. or sub-subparagraph
b. shall be in the proportion that the partici pating ferber

insurer's direct witten premiumfor the subject |ines of
busi ness for the year preceding the assessnent bears to the
aggregate statewide direct witten prem umfor the subject
lines of business for that year for all participating renrber

i nsurers.

d. Upon a deternination by the board of governors that
a deficit in an account exceeds the anmount that will be
recovered through regul ar assessnents on partici pati ng rerber

i nsurers under sub-subparagraph a. or sub-subparagraph b., the
board shall |evy, after verification by the departnent,
energency assessnents to be collected by partici pating wenber

insurers and by the corporation uhtderwitng—associations
I I N . hiel . o . F

bustness upon i ssuance or renewal of policies for subject

I i nes of business, excluding National Flood |Insurance
policies, in the year or years follow ng | evy of the regul ar
23
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1| assessnents. The anobunt of the energency assessnent collected
2]in a particular year shall be a uniform percentage of that

3| year's direct witten premiumfor subject |ines of business

4| for all participating serber insurers and the corporation

5 | underwi-ting—assoectattons, excluding National Flood I nsurance
6 | Program policy prem uns, as annually determ ned by the board
7| and verified by the departnent. The departnent shall verify

8| the arithnmetic calculations involved in the board's

9| determnation within 30 days after receipt of the information
10| on which the determ nati on was based. Notwi thstandi ng any

11 | other provision of |aw, each participating wenber i nsurer and
12 | the corporati on each—untderwitrng—associati-on—created—under
13 | this—seet+on which wites subject |ines of business shal

14 | coll ect energency assessments fromits policyhol ders without
15| such obligation being affected by any credit, linitation

16 | exenption, or defernment. The energency assessnents so

17 | collected shall be transferred directly to the corporation

18 | assectati+on on a periodic basis as determ ned by the

19 | corporati on assectati+on. The aggregate anount of energency
20 | assessnents | evied under this sub-subparagraph in any cal endar
21| year may not exceed the greater of 10 percent of the anpunt
22 | needed to cover the original deficit, plus interest, fees,
23 | conmi ssions, required reserves, and ot her costs associ ated
24 | with financing of the original deficit, or 10 percent of the
25| aggregate statewide direct witten prem umfor subject lines
26 | of business witten by participating fefrber insurers and the
27 | cor porati on whtderwitng—associations for the prior year, plus
28 | interest, fees, conmissions, required reserves, and other
29 | costs associated with financing the original deficit. For
30| participating insurers witing one or nore subject |ines of
31| business pursuant to part VIII of chapter 626, the Florida

24
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1| Surplus Lines Service Ofice shall verify and coll ect

2 | energency assessnents for policyholders of such insurers and
3]l remt as instructed by the corporation. The Florida Surplus
4| Lines Service Ofice shall also require insurers transacting
5| business in this state pursuant to part VII|I of chapter 626 to
6| identify those prem uns which are attributable to the subject
7| lines of business.

8 e. The board may pl edge the proceeds of assessnents,
9| projected recoveries fromthe Florida Hurricane Catastrophe
10 | Fund, other insurance and rei nsurance recoverabl es, market

11 | equal i zati on surcharges and ot her surcharges, and other funds
12 | available to the corporati on assectation as the source of

13 | revenue for and to secure bonds issued under paragraph (g),
14 | bonds or other indebtedness issued under subparagraph (c)2.3-
15 ) or lines of credit or other financing nechani sns issued or

16 | created under this subsection, or to retire any other debt

17 | incurred as a result of deficits or events giving rise to

18 | deficits, or in any other way that the board deternines wll
19 | efficiently recover such deficits. The purpose of the |ines of
20| credit or other financing nechanisnms is to provide additiona
21 | resources to assist the corporation asseeratioft in covering
22 | clains and expenses attributable to a catastrophe. As used in
23| this subsection, the term "assessnents" includes regul ar

24 | assessnents under sub-subparagraph a., sub-subparagraph b., or
25 | subparagraph (g)1l. and energency assessnents under

26 | sub- subparagraph d. Energency assessnents coll ected under

27 | sub-subparagraph d. are not part of an insurer's rates, are
28 | not premium and are not subject to premumtax, fees, or

29 | conmi ssions; however, failure to pay the energency assessnent
30| shall be treated as failure to pay prem um The energency

31 | assessnents under sub-subparagraph d. shall continue as |ong

25
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1| as any bonds issued or other indebtedness incurred with

2| respect to a deficit for which the assessnent was i nposed

3 | remai n outstandi ng, unless adequate provision has been nade

4| for the paynent of such bonds or other indebtedness pursuant
5] to the docunents governing such bonds or other indebtedness.
6 f. As used in this subsection, the term"subject lines
7 | of business" neans insurance on real or personal property, as
8| defined in s. 624.604, including, but not limted to,

9| insurance for fire, industrial fire, allied |lines, farnowners
10 | nul tiperil, honmeowners nultiperil, commercial nultiperil, and
11 | nobile hones, and liability coverage on all such insurance,
12 | excluding inland marine as defined in s. 624.607(3) and

13 | excludi ng vehicle insurance as defined in s. 624.605(1) other
14 | than insurance on nobile hones used as pernanent dwellingsr-

fz

19 g. The procedures to be used by the corporation to

20 | determine the statewide direct witten premiumfor the subject
21| lines of business shall be included in the plan of operation
22 (c) The plan of operation of the corporation

23 | association:

w
=
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. w _— o I
el S o] . ey o I
a—ti-Ferent—asstgnent—

1.2~ Must provide for adoption of residential property
and casualty insurance policy forns and commerci al residential

and nonresidential property insurance forns, which forns nust

be approved by the departnent prior to use. The corporation
assoctat+on shall adopt the followi ng policy forns:

a. Standard personal |ines policy forns inctuting—wne
coverage, which are nmultiperil policies providing what is
generally considered to be full coverage of a residential
property simlar to the coverage provided under an HO 2, HO 3,
HO 4, or HO 6 policy.

N o o . F et e

_hiet I I e I Cbedi
I I . I I I relud e
coverage—

b. e~ Basic personal |ines policy forms inAetuding—wnd
coverage, which are policies simlar to an HO-8 policy or a
dwelling fire policy that provide coverage neeting the
requi rements of the secondary nortgage narket, but which
coverage is nore limted than the coverage under a standard

policy.

_hiet I I e I Cbedi

I I b I I I relud e
coverage—

c.e~ Commercial lines residential policy forms
i ncluding wind coverage that are generally simlar to the
basic perils of full coverage obtainable for comerci al
residential structures in the admtted voluntary narket.
27
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1 d. f— Commerci al nonresidential property insurance

2| forms which cover the peril of wind only. Such formis

3| applicable only to commercial nonresidential properties

4| located in areas eligible for coverage in the Florida

5| Wndstorm Underwiting Association as those areas were defined
6 | on January 1, 2001. GConrereiat—tines—residential—potecy—forns
7 et  d _hiet I I e

8 | deseribet—n—sub—subparagraph—e—except—that—they—donot

9 | inetude—wind—coverage—

10 2.3— May provide that the corporation asseetration my
11 | enpl oy or otherwi se contract with individuals or other

12 | entities to provide adm nistrative or professional services
13| that may be appropriate to effectuate the plan. The

14 | corporati on assectati+on shall have the power to borrow funds,
15| by issuing bonds or by incurring other indebtedness, and shal
16 | have ot her powers reasonably necessary to effectuate the

17 | requirenents of this subsection. The corporation is

18 | aut hori zed, but not required, to seek judicial validation of
19| its bonds or other indebtedness under chapter 75. The
20 | corporation assectatioen may i ssue bonds or incur other
21 | i ndebt edness, or have bonds issued on its behalf by a unit of
22 | | ocal governnent pursuant to subparagraph (g)2., in the
23 | absence of a hurricane or other weather-related event, upon a
24 | determ nation by the corporati on assectatiof, subject to
25 | approval by the departnent, that such action would enable it
26 | to efficiently neet the financial obligations of the
27 | corporation assectati+en and that such financings are
28 | reasonably necessary to effectuate the requirenents of this
29 | subsection. The corporation assectatt+oerr i s authorized to take
30| all actions needed to facilitate tax-free status for any such
31| bonds or indebtedness, including formation of trusts or other

28
CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN P

W WNNNNMNNMNNNNNNRRRERRPRPEPR R R R
P O © 0 N O U0~ WNIERPLO O ®~NOO®Uu D WNPER O

Fl ori da House of Representatives - 2001 HB 1643
704- 148-01

affiliated entities. The corporation assecitati+on shall have
the authority to pl edge assessnents, projected recoveries from
the Florida Hurricane Catastrophe Fund, other reinsurance
recoverabl es, nmarket equalization and other surcharges, and
ot her funds available to the corporati on assectatien as
security for bonds or other indebtedness. 1In recognition of
s. 10, Art. | of the State Constitution, prohibiting the
i mpai rnent of obligations of contracts, it is the intent of
the Legislature that no action be taken whose purpose is to
i mpair any bond indenture or financing agreenent or any
revenue source commtted by contract to such bond or other
i ndebt edness.

3.4~ Miust require that the corporation asseetration
operate subject to the supervision and approval of a board of
governors consisting of 7 43 individuals, appointed by the

| nsurance Conmi ssioner. The I nsurance Conmi ssioner shal

desi gnate one of the appointees inectuding—t—who—+s—eleeted as
chair. TFhebeoard-—shatH—econsist—of:-

a—Tthe—nRstrance—cohstrer—advocate—appoirnted—under—s—
6270613~
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Al Any board nenbers shall serve at the pleasure of the

| nsurance Conmi ssioner. Al board nenbers, including the

chair, shall be appointed to serve for 3-year terns begi nning

annually on a date designated by the plan. Any board vacancy

shall be filled for the unexpired termof such board nenber by
an appoi ntnent by the I nsurance Conmi ssi oner nenrber—may—be

4.5~ Must provide a procedure for determning the

eligibility of a risk for coverage, as follows:
a. Wth respect to personal lines residential risks,
if the risk is offered full coverage froman authorized

insurer at the insurer's approved rate under either a standard

policy tnetuting—wne——coverage or, if consistent with the

insurer's underwiting rules as filed with the departnent, a
basi ¢ policy rnetuding—wne—coverage, the risk is not eligible
for any policy issued by the corporation asseeiation. |f the
risk accepts an offer of coverage through the narket
assi stance plan or an offer of coverage through a nmechani sm
establ i shed by the corporation assoeiration before a policy is
i ssued to the risk by the corporation asseeiationr or during
the first 30 days of coverage by the corporati on asseciratiot,
and the produci ng agent who subnmitted the application to the
30
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plan or to the corporation assectatienr is not currently

appoi nted by the insurer, the insurer shall either appoint the
agent to service the risk or, if the insurer places the
coverage through a new agent, require the new agent who then
wites the policy to pay not |ess than 50 percent of the first
year's conm ssion to the produci ng agent who subnmitted the
application to the plan or the corporati on assectratietn, except
that if the new agent is an enpl oyee or exclusive agent of the
i nsurer, the new agent shall pay a policy fee of $50 to the
produci ng agent in lieu of splitting the conmission. |If the
risk is not able to obtain any such offer, the risk is

eligible for either a standard policy rhetutding—wred—coverage
or a basic policy inetuding—wnad—ecoverage i ssued by the
cor porati on assoctati+oen; however, if the risk could not be

i nsured under a standard policy rhetuding—winad—coverage

regardl ess of market conditions, the risk shall be eligible
for a basic policy inretuding—wintd—coverage unl ess rejected
under subparagraph 7.8. The corporation asseciati+on shal
determ ne the type of policy to be provided on the basis of
obj ective standards specified in the underwiting nmanual and
based on generally accepted underwriting practices.

b. Wth respect to comercial Hnes—+est+dential risks,
if the risk is offered coverage under a policy +hetuting—wird
coverage froman aut horized insurer at its approved rate, the
risk is not eligible for any policy issued by the corporation
assoctat+on. |If the risk accepts an offer of coverage through
the market assistance plan or an offer of coverage through a
nechani sm est abl i shed by the corporati on asseciation before a
policy is issued to the risk by the corporati on asseciratioet,
and the producing agent who subnmitted the application to the
pl an or the corporation asseetati+on is not currently appointed
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by the insurer, the insurer shall either appoint the agent to
service the risk or, if the insurer places the coverage

t hrough a new agent, require the new agent who then wites the
policy to pay not |ess than 50 percent of the first year's
conmi ssion to the produci ng agent who subnitted the
application to the plan, except that if the new agent is an
enpl oyee or exclusive agent of the insurer, the new agent

shall pay a policy fee of $50 to the producing agent in lieu

of splitting the commission. If the risk is not able to obtain
any such offer, the risk is eligible for a policy rnaetuting
wi-ne—coverage i ssued by the corporati on assoeiation.

4 I - . I L

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

6. 7- Must provide that if prem um and investment
incone attributable to a particular cal endar ptan year are in
excess of projected | osses and expenses for an account ef—the

ptan attributable to that year, such excess shall be held in
surplus in the account. Such surplus shall be available to

defray deficits as to future years and shall be used for that
pur pose prior to assessing participating werber insurers as to

any cal endar ptan year.
7.8 Must provide objective criteria and procedures to

be uniformy applied for all applicants in deternining whether
an individual risk is so hazardous as to be uninsurable. In
maki ng this deternmination and in establishing the criteria and
procedures, the foll owi ng shall be considered:
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a. \Whether the likelihood of a loss for the individua
risk is substantially higher than for other risks of the sane
class; and

b. Wether the uncertainty associated with the
i ndividual risk is such that an appropriate prem um cannot be
det er ni ned.

The acceptance or rejection of a risk by the corporation

assoctat+on shall be construed as the private placenent of

i nsurance, and the provisions of chapter 120 shall not apply.
8.9~ Must provide that the corporation asseetration

shall make its best efforts to procure catastrophe rei nsurance

at reasonable rates, as determ ned by the board of governors.
9. 36— Must provide that in the event of regular

deficit assessnents under sub-subparagraph (b)3.a. or

sub- subparagraph (b)3.b., in the personal |ines account, the

commercial lines residential account, or the high-risk account

2r(b)y2—d—{t++), the corporation assectation shall |evy upon

cor porati on assectati+onr policyholders in such anpbunt in its

next rate filing, or by a separate rate filing solely for this
purpose, a market equalization surcharge in a percentage equa
to the total anmount of such regul ar assessnents divided by the
aggregate statewide direct witten prem umfor subject lines
of business for participating wernber insurers for the prior

cal endar year. Market equalization surcharges under this
subpar agraph are not considered prem um and are not subject to
conm ssions, fees, or premumtaxes; however, failure to pay a
mar ket equal i zation surcharge shall be treated as failure to
pay prem um
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41— The policies issued by the corporation asseciation
nmust provide that, if the corporation asseeiration or the
mar ket assi stance plan obtains an offer froman authorized
insurer to cover the risk at its approved rates—under—erther—a
o . el e bas v

retuding—wind—coverage, the risk is no longer eligible for
renewal eeverage through the corporati on asseciation. However—

10. 2~ Cor por ati on Association policies and
applications nmust include a notice that the corporation
assoctat+on policy could, under this section er—s—62+-35%%,
be replaced with a policy issued by an authorized atmtted

i nsurer that does not provide coverage identical to the
coverage provided by the corporati on assectatiorr. The notice
shal |l al so specify that acceptance of corporation association
coverage creates a conclusive presunption that the applicant
or policyholder is aware of this potenti al

11. £3— May establish, subject to approval by the
departnment, different eligibility requirenents and operationa
procedures for any line or type of coverage for any specified
county or area if the board determ nes that such changes to
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the eligibility requirenments and operational procedures are
justified due to the voluntary nmarket being sufficiently
stabl e and conpetitive in such area or for such line or type
of coverage and that consuners who, in good faith, are unable
to obtain insurance through the voluntary market through
ordi nary nethods woul d continue to have access to coverage
fromthe corporati on asseciat+oen. When coverage is sought in
connection with a real property transfer, such requirenents
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
appl i cabl e, the | ender.

12. Shall provide that, with respect to the high-risk

account, any participating insurer with a surplus as to

policyhol ders of $20 nmillion or less witing 25 percent or

nore of its total countryw de property insurance preniuns in

this state nay petition the departnent, within the first 90

days of each cal endar year, to qualify as a linmted

apportionnent corporation. In no event shall a linted

apporti onnent corporation be required to participate in any

assessnent, within the high-risk account, pursuant to

sub- subparagraph (b)3.a. or sub-subparagraph (b)3.b. in the

aggregate which exceeds $50 nillion after paynent of available

hi gh-risk account funds in any cal endar year. However, a

limted apporti onnent corporation shall collect fromits

pol i cyhol ders any energency assessnent inposed under

sub- subparagraph (b)3.d. The plan shall provide that, if the

departnent deternines that any regul ar assessnent will result

in an inpairnent of the surplus of a limted apporti onnent

corporation, the departnment may direct that all or part of

such assessnment be deferred. However, there shall be no
35
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1|limtation or defernent of an energency assessnent to be

2| collected from policyhol ders under sub-subparagraph (b) 3. d.

3 (d)1. It is the intent of the Legislature that the

4 | rates for coverage provided by the corporation asseetat+onr be
5| actuarially sound and not conpetitive with approved rates

6| charged in the adnitted voluntary nmarket, so that the

7 | corporation asseectat+on functions as a residual narket

8 | mechani smto provide insurance only when the insurance cannot
9| be procured in the voluntary market. Rates shall include an
10 | appropriate catastrophe | oading factor that reflects the

11 | actual catastrophic exposure of the corporation asseciation
12 I . I I o I e N
13 s ey o b oy . I

14 TR I o . .

15 | exeessive.

16 2. For each county, the average rates of the

17 | corporati on assectat+on for each |ine of business for persona
18 | lines residential policies shall be no | ower than the average
19 | rates charged by the insurer that had the highest average rate
20| in that county anobng the 20 insurers with the greatest total
21| direct witten preniumin the state for that |ine of business
22| in the preceding year, except that with respect to nobile hone
23 | coverages, the average rates of the corporation association
24 | shall be no lower than the average rates charged by the

25 | insurer that had the highest average rate in that county anpng
26 | the 5 insurers with the greatest total witten prem umfor

27 | nobile home owner's policies in the state in the preceding

28 | year.

29 3. Rates for commercial residentiat coverage shall not
30 | be subject to the requirenents of subparagraph 2., but shal

31
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1| be subject to all other requirenents of this paragraph and s.
2| 627.062.

3 4. Nothing in this paragraph shall require or allow

4| the corporation assecitat+on to adopt a rate that is inadequate
5| under s. 627.062 or—to—+etducerates—approved—under—s—627-062.
6 5. The—associationrayreguire—arbi-tration—of—af-tHng
7 | purstant—to—s—627/062(6)—RatefHtHngs—ofF—the—-association

8 | under—this—paragraph—sha-H—be—rmade—on—a—use—and—fit+ebas+s

9 | untder—s—627+062(2{a)2-The cor porati on assectrati+en shal

10| nake a rate filing at |east once a year, but no nore often

11| than quarterly.

12 (e) If coverage in an account through—the—asseetration
13 | is—hereby—activated—effectiveupon—approvat—eft—theptan—and
14 | shaHH—rermain——activated—unti-t—coverage i s deactivated pursuant
15| to paragraph (f), —Fhereaftercoverage through the

16 | corporati on assectation shall be reactivated by order of the
17 | departnent only under one of the follow ng circunstances:

18 1. |If the market assistance plan receives a m ni num of
19 | 100 applications for coverage within a 3-nonth period, or 200
20 | applications for coverage within a 1l-year period or |ess for
21 | residential coverage, unless the nmarket assistance plan

22 | provides a quotation fromadnmtted carriers at their filed

23| rates for at |least 90 percent of such applicants. Any narket
24 | assistance plan application that is rejected because an

25| individual risk is so hazardous as to be uninsurabl e using the
26 | criteria specified in subparagraph (c)8. shall not be included
27 | in the mnimum percentage cal cul ation provided herein. In the
28 | event that there is a legal or adm nistrative challenge to a
29 | determination by the departnent that the conditions of this

30 | subparagraph have been net for eligibility for coverage in the
31
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cor porati on assoctationr, any eligible risk nmay obtain coverage
during the pendency of such chall enge.

2. In response to a state of energency declared by the
CGovernor under s. 252.36, the departnent nmay activate coverage
by order for the period of the energency upon a finding by the
departnment that the energency significantly affects the
availability of residential property insurance.

(f) The activities of the corporation assectration
shall be reviewed at |east annually by the departnent to

det er mi ne whet her beard—ant—upon—+ecomendatton—by—the—board
or—petition—of—any—+tnterested—party—coverage shall be
deactivated in an account on the basis iH—thedepartrent—Ffinds

that the conditions giving rise to its activation no | onger

exi st .

(g)1. The board shall certify to the departnent its
needs for annual assessnents as to a particul ar cal endar year
and for any startup—e+ interimassessnments that it deens to be
necessary to sustain operations as to a particul ar year
pendi ng the recei pt of annual assessnents. Upon verification
t he departnent shall approve such certification, and the board
shal | | evy such annual .—startdp;or interimassessnents. Such
assessnents shall be prorated as provided in paragraph (b).
The board shall take all reasonable and prudent steps
necessary to collect the amount of assessnent due from each
participating werwber insurer, including, if prudent, filing
suit to collect such assessnent. If the board is unable to
coll ect an assessnment from any partici pati ng fenrber i nsurer

t he uncol |l ected assessnments shall be |levied as an additiona

assessnent agai nst the participating frerber insurers and any

participating wewber insurer required to pay an additiona

assessnent as a result of such failure to pay shall have a
38
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1| cause of action against such nonpaying participating renrber

2| insurer. Assessnents shall be included as an appropriate

3| factor in the making of rates.

4 2. The governing body of any unit of |ocal governnent,
5] any residents of which are insured by the corporation

6 | asseciat+on, nay issue bonds as defined in s. 125.013 or s.

7] 166.101 fromtine to tine to fund an assistance program in

8 | conjunction with the corporati on asseciat+on, for the purpose
9| of defraying deficits of the corporation asseetat+on. | n order
10| to avoid needless and indiscrimnate proliferation

11 | duplication, and fragnentation of such assistance prograns,

12 | any unit of |ocal government, any residents of which are

13 | insured by the corporation assectation, nay provide for the
14 | paynent of | osses, regardl ess of whether or not the | osses

15 ) occurred within or outside of the territorial jurisdiction of
16 | the | ocal governnent. Revenue bonds may not be issued unti

17 | validated pursuant to chapter 75, unless a state of energency
18 | is declared by executive order or proclamation of the Governor
19 | pursuant to s. 252.36 making such findings as are necessary to
20| determine that it is in the best interests of, and necessary
21| for, the protection of the public health, safety, and genera
22 | welfare of residents of this state and the protection and
23 | preservation of the economic stability of insurers operating
241 in this state, and declaring it an essential public purpose to
25| permit certain nunicipalities or counties to issue such bonds
26| as will permt relief to claimants and policyhol ders of the
27 | corporation jernAt—unRderwitng—assoctation and i nsurers
28 | responsi ble for apportionnent of corporation assectation
29 | | osses. Any such unit of |ocal governnent nmay enter into such
30| contracts with the corporation asseeirationr and with any ot her
31| entity created pursuant to this subsection as are necessary to
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carry out this paragraph. Any bonds issued under this

subpar agraph shall be payable fromand secured by noneys
received by the corporation assectat+on from ener gency
assessnent s under sub-subparagraph (b)3.d., and assi gned and
pl edged to or on behalf of the unit of |ocal government for
the benefit of the holders of such bonds. The funds, credit,
property, and taxing power of the state or of the unit of

| ocal governnent shall not be pledged for the paynent of such
bonds. |If any of the bonds renmain unsold 60 days after

i ssuance, the departnent shall require all insurers subject to
assessnent to purchase the bonds, which shall be treated as
adm tted assets; each insurer shall be required to purchase

t hat percentage of the unsold portion of the bond issue that
equals the insurer's relative share of assessnent liability
under this subsection. An insurer shall not be required to
purchase the bonds to the extent that the departnent

determ nes that the purchase woul d endanger or inpair the

sol vency of the insurer.

3.a. taaddirtion—to—any——ecredi-ts—bonuses—or
exenptions—provi-ded—under—s—62735%1-The board shall adopt a

program for the reduction of both new and renewal witings in
t he corporation asseeiration. The board may consi der any
prudent and not unfairly discrinmnatory approach to reducing
cor porati on assectat+enr witings, and may but—must adopt at
Feast a credit against assessnent liability or other liability
that provides an incentive for insurers to take risks out of
t he corporation asseetration and to keep risks out of the
cor porati on assectat+oenr by nmai ntai ning or increasing voluntary
writings in counties or areas in which corporation association
risks are highly concentrated and a programto provide a
fornmul a under which an insurer voluntarily taking risks out of
40
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1| the corporation assoeciation by maintaining or increasing

2| voluntary witings will be relieved wholly or partially from
3 | assessnents under sub-subparagraphs (b)3.a. and b

4 b. Wen the corporation enters into a contractua

5| agreenent for a take-out plan, the produci ng agent of record
6| of the corporation policy is entitled to retain any unear ned
7 | comi ssi on on such policy, and the insurer shall:

8 (1)(A) Pay to the producing agent of record of the

9] policy, for the first year, an anount which is the greater of
10| the insurer's usual and custonary conmi ssion for the type of
11| policy witten or a policy fee equal to the usual and

12 | customary conmi ssion of the corporation; or

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

14 ) the policy to continue servicing the policy for a period of
15| not less than 1 year and offer to pay the agent the insurer's
16 | usual and customary comni ssion for the type of policy witten;
17 | and

18 (1) 1f the new or producing agent is an enpl oyee or
19 | exclusive agent of the insurer, the new insurer shall pay the
20 | agent in accordance wi th sub-sub-subparagraph (1) (A).

21 c.b— Any credit or exenption fromregul ar assessnents
22 | adopt ed under this subparagraph shall last no |onger than the
23| 3 years following the cancellation or expiration of the policy
24 | by the corporation asseeration. Wth the approval of the

25 | departnent, the board may extend such credits for an

26 | additional year if the insurer guarantees an additional year
27 | of renewability for all policies renoved fromthe corporation
28 | assoeiration, or for 2 additional years if the insurer

29 | guarantees 2 additional years of renewability for all policies
30 | so renoved

31
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d. e~ There shall be no credit, limtation, exenption
or defernment from energency assessnents to be collected from
pol i cyhol ders pursuant to sub-subparagraph (b)3.d.

4. The plan shall provide for the defernent, in whole
or in part, of the assessnent of a participating renrber

i nsurer, other than an energency assessnent collected from

pol i cyhol ders pursuant to sub-subparagraph (b)3.d., if the
departnment finds that paynent of the assessnent woul d endanger
or inpair the solvency of the insurer. In the event an
assessnent against a participating rerber insurer is deferred

in whole or in part, the amount by which such assessnent is
deferred may be assessed against the other participating

merber i nsurers in a manner consistent with the basis for
assessnents set forth in paragraph (b).

(h) Nothing in this subsection shall be construed to
preclude the issuance of residential property insurance
coverage pursuant to part VIII of chapter 626.

(i) There shall be no liability on the part of, and no
cause of action of any nature shall arise against, any
partici pating wewber insurer or its agents or enployees, the

cor porati on assoctationr or its agents or enployees, nenbers of
the board of governors or their respective designhees at a
board neeting, corporation assectatioen conmittee nenbers, or
the departnent or its representatives, for any action taken by
themin the performance of their duties or responsibilities
under this subsection. Such inmunity does not apply to:

1. Any of the foregoing persons or entities for any
willful tort;

2. The corporation assectatien or its serviecinRgor
produci ng agents for breach of any contract or agreenent
pertaining to insurance coverage;

42
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3. The corporation assectatioen with respect to
i ssuance or paynent of debt; or
4. Any participating frerbetr insurer with respect to

any action to enforce a participating ferber insurer's
obligations to the corporation assectatioenr under this
subsecti on.

(j) The corporation Restdential—Property—and—Castatty
Joint—unRderwi-tnRg—Assectati+on is not a state agency, board,

or conmission but is a legislatively created public benefits

corporation serving a public purpose. Hewevetrs-For the
pur poses of s. 199.183(1), the corporation Residential

Property—and—Castatty—Jornt—bnderwiting—Assectat+on shall be

considered a political subdivision of the state and shall be

exenpt fromthe corporate incone tax and the state premnm um

tax. The corporation is not required to obtain or to hold a

certificate of authority issued by the departnent, nor is it

required to participate as a nenber insurer of the Florida

| nsurance Quaranty Association. However, the corporation

shall be required to pay assessnents pledged by the Florida

| nsurance Quaranty Association to secure bonds issued or other

i ndebt edness incurred to pay covered clains arising from

i nsurer insolvencies caused by, or proximately related to,

hurri cane | osses.
(k) Upon a determination by the departnent board—-of
governors that the conditions giving rise to the establishnent

and activation of the corporation asseciati+oenr no | onger exi st,
ant—upon—the—consent—thereto—by—order—of—the—departrnentst he
cor poration assectatt+oenr i s di ssol ved. Upon dissolution, the
assets of the corporation assectation shall be applied first
to pay all debts, liabilities, and obligations of the
cor porati on assectati+en, including the establishnment of
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1| reasonable reserves for any contingent liabilities or

2| obligations, and all renmining assets of the corporation

3 | asseciat+on shall becone property of the state and deposited
4] in the Florida Hurricane Catastrophe Fund.

5 (1)1. Effective October 1, 2001, policies of the

6 | Residential Property and Casualty Joint Underwiting

7 | Associ ation shall becone policies of the corporation, and al
8| obligations, rights, assets, and liabilities of the

9| Residential Property and Casualty Joint Underwiting

10 | Associ ation, including bonds, notes, and debt obligations, and
11| the financing docunents pertaining to them shall becone those
12 | of the corporation. The corporation is not required to i ssue
13 | endorsenents or certificates of assunption to insureds during
14 ) the renmaining termof in force transferred poli ci es.

15 2. Effective October 1, 2001, policies of the Florida
16 | Wndstorm Underwiting Association are transferred to the

17 | corporation and shall becone policies of the corporation, and
18 | all obligations, rights, assets, and liabilities of the

19| Florida Wndstorm Underwriting Associ ation, including bonds,
20 | notes, and debt obligations, and the financing docunents

21 | pertaining to them are transferred to and assuned by the

22 | corporation. The corporation is not required to issue

23 | endorsenent or certificates of assunption to insureds during
24 | the remaining termof in force transferred poli ci es.

25 3. For policies transferred to the corporation from
26 | the Florida Wndstorm Underwiting Association with an

27 | expiration date on or after January 1, 2002, notices of

28 | nonrenewal shall be tinely issued in accordance with s.

29| 627.4133(2)(b). Wien the policyholder's wind-only policy is
30| not renewed, the corporation shall offer coverage under an

31| appropriate policy, covering the perils described in paragraph
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(c), if the policyholder is otherwise eligible for coverage

fromthe corporation

4. The Florida Wndstorm Underwiting Association and

the Residential Property and Casualty Joint Underwriting

Associ ation shall take all actions as nmay be proper to further

evi dence such transfers and shall provide such docunents and

i nstrunents of further assurance as nmmy reasonably be

requested by the corporation for such purpose. The

corporation shall execute such assunptions and instrunents as

the trustees or other parties to the financi ng docunents of

the Florida Wndstorm Underwiting Association or the

Resi dential Property and Casualty Joint Underwiting

Associ ati on may reasonably request to further evidence such

transfers and assunptions, which transfers and assunptions,

however, shall be effective as of the date provided under this

par agr aph whether or not, and regardl ess of the date on which

such assunptions or instrunents are executed by the

corporation. Subject to the relevant financing docunents

pertaining to their outstandi ng bonds, notes, indebtedness, or

ot her financing obligations, the noneys, investnents,

recei vabl es, choses in action, and other intangibles of:

a. The Florida Wndstorm Underwiting Association

shall be credited to the high-risk account of the corporation

and
b. The personal lines residential coverage account and

the commercial |lines residential coverage account of the

Resi dential Property and Casualty Joint Underwiting

Associ ation shall be credited to the personal |ines account

and the commercial lines account, respectively, of the

cor porati on.
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5. Effective October 1, 2001, a new applicant for

property insurance coverage who woul d have ot herw se been

eligible for coverage in the Florida Wndstorm Underwiting

Associ ation shall be eligible for coverage fromthe

corporation as provided for in this subsection

6. The transfer of all policies, obligations, rights,

assets, and liabilities fromthe Florida Wndstorm

Underwiting Association to the corporation and the renani ng

of the Residential Property and Casualty Joint Underwiting

Association to the corporation shall in no way affect the

coverage with respect to covered policies, as defined in s.
215.555(2)(c), provided to these entities by the Florida
Hurri cane Catastrophe Fund. The coverage provided by the

Florida Hurricane Catastrophe Fund to the Florida Wndstorm

Underwriting Association based on its exposures as of June 30,

2001, and each June 30 thereafter, shall be redesignated as

coverage for the high-risk account of the corporation. The

coverage provided by the Florida Hurricane Catastrophe Fund to

the Residential Property and Casualty Joint Underwriting

Associ ati on based on its exposures as of June 30, 2001, and

each June 30 thereafter, shall be transferred to the persona

| i nes account and the commercial |ines account of the

corporation. The high-risk account shall be treated, for al

Fl orida Hurricane Catastrophe Fund purposes, as if it were a

separate participating insurer with its own exposures,

rei mbursenent prenmium and | oss rei nbursenent. Likew se, the

personal lines and commercial lines accounts shall be viewed

together, for all Florida Hurricane Catastrophe Fund purposes,

as if the two accounts were one and together represented as a

single, separate participating insurer with its own exposures,

rei mbursenent prenmium and | oss rei nbursenent. The coverage
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provided by the Florida Hurricane Catastrophe Fund to the

corporation shall constitute and operate as a full transfer of

coverage fromthe Florida Wndstorm Underwiting Associ ati on

and Residential Property and Casualty Joint Underwiting

Associ ation to the corporation

7. The departnent may, by order, postpone the Cctober

1, 2001, effective dates set forth in this paragraph if the

departnent finds that effectuation of these dates cannot be
acconpl i shed due to energency conditions. AH—oebtgations,
ghts ’ bt 4 L orid I

© 00 N o O W DN PP

=
o

20 (m Notwi thstandi ng any ot her provision of |aw

21 1. The pledge or sale of, the |ien upon, and the

22 | security interest in any rights, revenues, or other assets of
23 | the corporation assectatien created or purported to be created
24 | pursuant to any financing docunents to secure any bonds or

25 | other indebtedness of the corporation asseetati+on shall be and
26 | remain valid and enforceabl e, notw thstandi ng the commencenent
27 | of and during the continuation of, and after, any

28 | rehabilitation, insolvency, |iquidation, bankruptcy,

29 | recei vership, conservatorship, reorgani zation, or simlar

30 | proceedi ng agai nst the corporation assoctation under the | aws
31| of this state.
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1 2. No such proceeding shall relieve the corporation

2 | assoeciat+on of its obligation, or otherwise affect its ability
3|to performits obligation, to continue to collect, or levy and
4| collect, assessnents, market equalization or other surcharges
5 | under subparagraph (c)10., or any other rights, revenues, or

6 | other assets of the corporation assecirati+oen pl edged pursuant

7| to any financing docunents.

8 3. Each such pledge or sale of, |lien upon, and

9| security interest in, including the priority of such pledge,
10| lien, or security interest, any such assessnents, narket

11 | equal i zation or other surcharges, or other rights, revenues,
12 | or other assets which are collected, or |evied and coll ect ed,
13 | after the comencenent of and during the pendency of, or

14 | after, any such proceedi ng shall continue unaffected by such
15| proceeding. As used in this subsection, the term"financing
16 | docunents" neans any agreement or agreenents, instrunent or

17 | instrunents, or other docunment or docunents now existing or

18 | hereafter created evidencing any bonds or other indebtedness
19 | of the corporation assectat+oenr or pursuant to which any such
20 | bonds or other indebtedness has been or may be issued and
21 | pursuant to which any rights, revenues, or other assets of the
22 | corporation assectatioen are pledged or sold to secure the
23 | repaynent of such bonds or indebtedness, together with the
24 | paynent of interest on such bonds or such indebtedness, or the
25 | paynent of any other obligation or financial product, as
26 | defined in the plan of operation,of the corporation
27 | assoctation related to such bonds or indebtedness.
28 4. Any such pledge or sale of assessnents, revenues,
29 | contract rights, or other rights or assets of the corporation
30 | assoeiration shall constitute a lien and security interest, or
31| sale, as the case nmay be, that is inmediately effective and
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attaches to such assessnents, revenues, or contract rights or
other rights or assets, whether or not inposed or collected at
the tinme the pledge or sale is made. Any such pl edge or sale
is effective, valid, binding, and enforceabl e agai nst the
cor porati on assectat+oenr or other entity making such pl edge or
sal e, and valid and bindi ng agai nst and superior to any
conpeting clains or obligations owed to any ot her person or
entity, including policyholders in this state, asserting
rights in any such assessnents, revenues, or contract rights
or other rights or assets to the extent set forth in and in
accordance with the terns of the pledge or sale contained in
t he applicabl e financing docunents, whether or not any such
person or entity has notice of such pledge or sale and without
the need for any physical delivery, recordation, filing, or
ot her action.
(n)1. The followi ng records of the corporation

o ol I I . I L
Assoectation are confidential and exenpt fromthe provisions of
s. 119.07(1) and s. 24(a), Art. | of the State Constitution

a. Underwiting files, except that a policyhol der or
an applicant shall have access to his or her own underwiting
files.

b. dains files, until ternmnation of all litigation
and settlenment of all clains arising out of the sane incident,
al t hough portions of the clains files may remain exenpt, as
ot herwi se provided by |aw. Confidential and exenpt clains file
records nay be rel eased to other governnental agencies upon
written request and denonstration of need; such records held
by the receiving agency remain confidential and exenpt as
provi ded for herein.
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c. Records obtained or generated by an interna
auditor pursuant to a routine audit, until the audit is
conpleted, or if the audit is conducted as part of an
investigation, until the investigation is closed or ceases to
be active. An investigation is considered "active" while the
i nvestigation is being conducted with a reasonable, good faith
belief that it could lead to the filing of adm nistrative,
civil, or crimnal proceedings.

d. Matters reasonably enconpassed in privileged
attorney-client conmunications.

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

f. Al information relating to the nedical condition
or nedical status of a corporation an—assectation enpl oyee

which is not relevant to the enpl oyee's capacity to perform
his or her duties, except as otherw se provided in this
par agraph. Information which is exenpt shall include, but is
not linmted to, information relating to workers' conpensation
i nsurance benefits, and retirenent or disability benefits.

g. Upon an enpl oyee's entrance into the enpl oyee
assi stance program a programto assist any enpl oyee who has a
behavi oral or nedical disorder, substance abuse problem or
enotional difficulty which affects the enpl oyee's job
perfornmance, all records relative to that participation shal
be confidential and exenpt fromthe provisions of s. 119.07(1)

and s. 24(a), Art. | of the State Constitution, except as
ot herwi se provided in s. 112.0455(11).
h. Information relating to negotiations for financing,

rei nsurance, depopul ation, or contractual services, until the
concl usi on of the negotiations.
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i. Mnutes of closed neetings regarding underwriting
files, and m nutes of closed neetings regarding an open cl ai ns
file until termination of all litigation and settlenent of al
clains with regard to that claim except that infornmation
ot herwi se confidential or exenpt by law will be redacted.

When an authorized insurer is considering underwiting a risk
i nsured by the corporation assectati+on, rel evant underwriting
files and confidential clainms files nay be rel eased to the
i nsurer provided the insurer agrees in witing, notarized and
under oath, to maintain the confidentiality of such files.
When a file is transferred to an insurer that file is no
| onger a public record because it is not held by an agency
subject to the provisions of the public records | aw.
Underwiting files and confidential clains files may al so be
rel eased to staff of and the board of governors of the market
assi stance plan established pursuant to s. 627.3515, who nust
retain the confidentiality of such files, except such files
may be released to authorized insurers that are considering
assuning the risks to which the files apply, provided the
insurer agrees in witing, notarized and under oath, to
mai ntain the confidentiality of such files. Finally, the
cor porati on assectati+enr or the board or staff of the market
assi stance plan nmay nake the follow ng information obtained
fromunderwiting files and confidential clains files
available to licensed general |ines insurance agents: nane,
address, and tel ephone nunber of the residential property
owner or insured; location of the risk; rating information
| oss history; and policy type. The receiving |icensed genera
lines insurance agent nust retain the confidentiality of the
i nformati on received.
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2. Portions of neetings of the corporation Residential
Property—and—Castatty—Jornt—bnderwiting—Association are
exenpt fromthe provisions of s. 286.011 and s. 24(b), Art. |
of the State Constitution wherein confidential underwiting
files or confidential open clains files are discussed. Al
portions of corporation asseciatioen neetings which are cl osed
to the public shall be recorded by a court reporter. The
court reporter shall record the tines of conrencenent and
term nation of the neeting, all discussion and proceedi ngs,
the nanes of all persons present at any tine, and the nanes of
al| persons speaking. No portion of any closed neeting shal
be off the record. Subject to the provisions hereof and s.
119.07(2)(a), the court reporter's notes of any closed neeting
shal | be retained by the corporation assectatt+oerr for a m ni mum
of 5 years. A copy of the transcript, |ess any exenpt natters,
of any cl osed neeting wherein clains are di scussed shal
becone public as to individual clains after settlenent of the
claim

(7) As used in this section and ss. 215.555 and
627.311, the term"collateral protection insurance" neans
commercial property insurance of which a creditor is the
primary beneficiary and policyhol der and which protects or
covers an interest of the creditor arising out of a credit
transaction secured by real or personal property. lnitiation
of such coverage is triggered by the nortgagor's failure to
mai ntai n i nsurance coverage as required by the nortgage or
ot her | ending docunent. Collateral protection insurance is not
residential coverage.

(o) In enacting the provisions herein, the Legislature

recogni zes that both the Florida Wndstorm Underwriting

Associ ation and the Residential Property and Casualty Joint
52

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O W DN PP

W WNNNNMNNMNNNMNNNNRRRERRPRPEPR R PR R
P O © 0 N O 00~ WNIRPLO O ®~NOO®UuDWNPRER O

Fl ori da House of Representatives - 2001 HB 1643
704- 148-01

Underwriting Association have entered into financing

arrangenents which obligate each entity to service its debts

and nmaintain the capacity to repay funds secured under these

financing arrangenents. It is the intent of the Legislature

that not hing herein be construed to conprom se, dimnish, or

interfere with the rights of creditors under such financing

arrangenents. It is further the intent of the Legislature to

preserve the obligations of the Florida Wndstorm Underwiting

Associ ation and Residential Property and Casualty Joint

Underwriting Association with regard to outstandi ng financing

arrangenents, with such obligations passing entirely and

unchanged to the corporation. So |ong as any bonds, notes,

i ndebt edness, or other financing obligations of the Florida

W ndst orm Underwriting Association or the Residential Property

and Casualty Joint Underwriting Associ ation are outstandi ng

under the terns of the financing docunents pertaining to them

t he governing board of the corporation shall have and shal

exercise the authority to | evy, charge, collect, and receive

all prem uns, assessnents, surcharges, charges, revenues, and

recei pts that such associations had authority to | evy, charge,

collect, or receive under the provisions of subsection (2) or

subsection (6), respectively, as they existed on January 1,

2001, to the extent as nmay be necessary to provi de npneys,

together with other avail able noneys of the corporation

wi t hout exercise of the authority provided by this sentence,

in at |east the anmobunts, and by the tines, as would be

provi ded under those fornmer provisions of subsection (2) or

subsection (6), respectively, so that the value, anount, and

collectability of any assets, revenues, or revenue source

pl edged or committed to, or any lien thereon securing such

out st andi ng bonds, notes, indebtedness, or other financing
53
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obligations will not be dimnished, inpaired, or adversely

affected by the anmendnents nmade by this act, and to permt

conpliance with all provisions of financing docunents

pertaining to such bonds, notes, indebtedness, or other

financing obligations, or the security or credit enhancenent

for them and any reference in this subsection to bonds,

not es, indebtedness, financing obligations, or simlar

obligations, of the corporation shall include like instrunents

or contracts of the Florida Wndstorm Underwriting Associ ati on

and the Residential Property and Casualty Joint Underwiting

Association to the extent not inconsistent with the provisions

of the financing docunents pertaining to them

Section 2. Paragraph (c) of subsection (2) of section
215.555, Florida Statutes, is anended to read:

215.555 Florida Hurricane Catastrophe Fund. --

(2) DEFINITIONS.--As used in this section

(c) "Covered policy" neans any insurance policy
covering residential property in this state, including, but
not linmted to, any honeowner's, nobile hone owner's, farm
owner's, condom ni um associ ati on, condom ni um unit owner's,
tenant's, or apartnent building policy, or any other policy
covering a residential structure or its contents issued by any
aut hori zed insurer, including any joint underwiting
association or simlar entity created pursuant to | aw
Additionally, covered policies include policies covering the
peril of wi nd renoved fromthe Citizens Property |nsurance
Cor por ati on Ferida—Rest+dential—Property—ant—Casuvat-ty—Joint
Ynderwi-ting—Assecitation, created pursuant to s. 627.351(6),

or fromthe Florida Wndstorm Underwriting Associ ation

created pursuant to s. 627.351(2), by an authorized insurer
under the terns and conditions of an executed assunption
54
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agreenent between the authorized insurer and either such
associ ati on. Each assunption agreenent between either
associ ati on and such authorized insurer nust be approved by
the Florida Departnent of Insurance prior to the effective
date of the assunption, and the Departnent of |nsurance nust
provide witten notification to the board within 15 working
days after such approval. "Covered policy" does not include
any policy that excludes w nd coverage or hurricane coverage
or any reinsurance agreenent and does not include any policy
ot herwi se neeting this definition which is issued by a surplus
lines insurer or a reinsurer

Section 3. Subsection (1), paragraph (d) of subsection
(2), paragraph (a) of subsection (3), and subsection (5) of
section 624.4071, Florida Statutes, are anended to read:

624. 4071 Special purpose honeowner insurance
conpany. - -

(1) The departnent may issue to a qualified applicant
a certificate of authority to operate a special purpose
honeowner insurance conpany in order to provide residential
coverage to policyholders in this state. The purpose of a
speci al purpose honeowner insurance conpany is to provide, on
a tenporary basis, a new, |linmted authority insurance conpany
in order to accelerate the restoration of the Florida
honmeowner i nsurance market pl ace, which includes depopul ation
of the Gtizens Property | nsurance Corporation Restdential
Property—and—Castatty—Jornt—bnderwiting—Association

(2) A special purpose honeowner insurance conpany must

have a parent conpany, and both conpani es nust neet the
requi renments of this subsection in order for the subsidiary to
qualify for and maintain a certificate of authority under this
secti on.

55

CODING:Words st+ieken are deletions; words underlined are additions.




© 00 N o O WDN PP

W WNNNNMNNMNNNMNNNNRRRRRPRPEPR R R R
P O © 0 N O 00~ WNIRPLO O N D WNPER O

Fl ori da House of Representatives - 2001 HB 1643
704- 148-01

(d) The special purpose honeowner insurance conpany
nmust :

1. Have and maintain at |least $10 nmillion in surplus
and ot herwi se satisfy the requirenents of s. 624. 4095.

2. Be a nenber of the Florida Insurance Guaranty
Associ ation and the Florida Hurricane Catastrophe Fund, and be
subject to any of their required assessnents and premi um
charges. However, a special purpose honeowner insurance
conpany may not be a nenber of the Florida Wndstorm
Underwriting Association or the Citizens Property Insurance

Cor por at i on FHert+da—Resi-dentiat—Property—and—CastuattyJoint
Ynderwi-ting—Assoctatiton, and neither the conpany nor its

policyhol ders are subject to any assessnents by these

associ ati ons except for energency assessnents collected from
policyhol ders pursuant to s. 627.351(2)(b)2.d.(I11) and
(6)(b)3.d. For the sole purpose of |evying and collecting
energency assessnents and deternmining the statewide witten
prem um for property insurance, special purpose honeowner

i nsurance conpani es shall be considered nenber insurers of the
Fl orida Wndstorm Underwriting Association and the Citizens

Property I nsurance Corporati on FHorida—Restdental—Proeperty
I I . I L Cation

3. Ofer coverage for all perils, including w ndstorm

in providing residential coverage as defined in s. 627.4025. A
speci al purpose honeowner insurance conpany's rates nust be
filed with the departnent. After a period of 1 year fromthe
date a conpany receives a certificate of authority, the
conpany's rates are subject to departnent approval under s.
627. 062.

(3)(a) The special purpose honmeowner insurance conpany
may charge a policyholder an initial premumof up to 110
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percent of the premi umcharged to that policyhol der for
substantially sinilar coverage by the authorized insurer that
| ast insured the policyholder, or the Citizens Property

| nsurance Corpor ati on Restdentat—Property—and—Castuatty—Joint
Ynderwi-ting—Associtattonr if the Citizens Property | nsurance
Cor por at i on Restdenttal—Property—and—Casualty Joint
Ynderwi-ting—Assoectatton | ast insured the policyholder; or the

speci al purpose honeowner insurance conpany nmay charge a

policyhol der the sanme prem umthat the policyhol der woul d have
been charged for substantially sinilar coverage upon renewal
by the authorized insurer last insuring the policyhol der or by
the Citizens Property Insurance Corporation Restdential

Property—and—Castatty—Jornt—Underwting—Association, if the
Citizens Property |Insurance Corporation Residental—Proeperty

aft—Castat-ty—Jotnt—YUnderwiting—Assoctation | ast insured the
pol i cyhol der.

(5) The special purpose honeowner insurance conpany
my wite only policies that are directly taken fromthe

Citizens Property Insurance Corporation Residental—Proeperty
aft—Castatty—Joint—YUnderwitng—Association or from an

unaffiliated authorized insurer; nmay assune such policies

either during the policy period or at the tine of renewal; and

nmust offer to renew such policies for two additional policy

periods of 12 nonths each in accordance with subsection (3).
(a) |If the policy is to be nonrenewed by the Citizens

Property I nsurance Corporati on Residential—Property—and
Castat-ty—Joint—Underwiting—Associationr or by an unaffiliated

aut hori zed insurer, the policyholder nust be given 45 days'

noti ce of nonrenewal along with a concurrent offer of coverage

fromthe special purpose honeowner insurance conpany. |f the

pol i cyhol der declines coverage by nonpaynent of prem um or by
57
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notice given prior to the effective date of the new policy,
the policyholder is ineligible for coverage by the Citizens

Property I nsurance Corporati on Resident+a—Property—and
Castat-ty—Joint—Untderwiting—Associati+on, and the of fer nade by

t he speci al purpose honmeowner insurance conpany terninates.

(b) If the policy is to be nonrenewed by the Citizens

Property I nsurance Corporati on Resident+a—Property—and
Castat-ty—Joint—Underwiting—Associationr or by an unaffiliated

aut hori zed insurer as the result of an assunption by a special

pur pose honeowner insurance conpany, the policyhol der nust be
gi ven 45 days' notice of assunption. If the policyhol der
decl i nes coverage by nonpaynent of prem umor by notice given
prior to the effective date of the new policy, the
policyholder is ineligible for coverage with the ceding
insurer or the Citizens Property |Insurance Corporation

o ol I I . I L
Assoetation, and the policy will not be assumed by the special
pur pose homeowner insurance conpany.

(c) |If a special purpose homeowner insurance conpany
assunes a policy other than at nonrenewal, the authorized
insurer last insuring the policyholder or the Citizens
Property I nsurance Corporati on Residenti+a—Property—and
Castat-ty—Joint—Underwitng—Associationr nust pay any rate

charge in excess of the current policy rate until the date the

policy would have been renewed, at which tine the policyhol der
is responsible for the entire rate at the tinme the policy is
renewed with the special purpose honeowner conpany.

(d) If a policy is assuned at any tine other than at
its renewal, the coverage and terns provided by the assuned
policy continue in force until the original policy would have
been renewed.
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(e) A policyholder who, at tinme of assunption, is
covered for wind damage by the Florida Wndstorm Underwiting
Associ ation shall have that peril assuned by the speci al
pur pose honeowner insurance conpany at the normal expiration
of the Florida Wndstorm Underwiting Association policy.

Section 4. Paragraph (b) of subsection (1) of section
624. 4072, Florida Statutes, is anended to read:

624. 4072 Mnority-owned property and casualty
insurers; limted exenption for taxation and assessnents. --

(1) A mnority business that is at |east 51 percent
owned by minority persons, as defined in s. 288.703(3),
initially issued a certificate of authority in this state as
an authorized insurer after May 1, 1998, to wite property and
casual ty insurance shall be exenpt, for a period not to exceed
5 years fromthe date of receiving its certificate of
authority, fromthe follow ng taxes and assessnents:

(b) Assessnents by the Citizens Property |nsurance

Cor por at i on FHertda—Resi-dentiat—Property—and—Castuat-tyJoint
Ynderwi-ting—Assectatt+oen or by the Florida Wndstorm

Underwriting Association, as provided under s. 627.351, except

for energency assessnents collected from policyhol ders
pursuant to s. 627.351(2)(b)2.d.(I1l1l1) and (6)(b)3.d. Any such
i nsurer shall be a nenber insurer of the Florida Wndstorm
Underwriting Association and the Citizens Property |nsurance

Cor por at i on FHert+da—Resi-dentiat—Property—and—CastuattyJoint
Ynderwi-ting—Assectati+oen. The prem uns of such insurer shal

be included in determ ning, for the Florida Wndstorm

Underwriting Association, the aggregate statew de direct
written prem umfor property insurance and in determning, for
the Citizens Property Insurance Corporation Hoerita

dential | | : | o
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1 | Asseetati+on, the aggregate statewide direct witten premnm um

2| for the subject lines of business for all nenber insurers.

3 Section 5. Subsection (5) of section 626.752, Florida
4| Statutes, is anended to read:

5 626. 752 Exchange of busi ness. --

6 (5) Wthin 15 days after the last day of each nonth,

7 | any insurer accepting business under this section shall report
8| to the departnent the nane, address, telephone nunber, and

9| social security nunber of each agent from which the insurer

10 | received nore than 24 personal |ines risks during the cal endar
11 | year, except for risks being renoved fromthe Citizens

12 | Property | nsurance Corporation Rest+dential—Property—and

13 | Castatty—Jornt—Underwiting—Assoetat+onr and placed with that
14 | insurer by a brokering agent. Once the insurer has reported
15 | pursuant to this subsection an agent's nane to the departnent,
16 | additional reports on the sanme agent shall not be required.

17 | However, the fee set forth in s. 624.501 shall be paid for the
18 | agent by the insurer for each year until the insurer notifies
19 | the departnent that the insurer is no |onger accepting
20 | business fromthe agent pursuant to this section. The insurer
21| may require that the agent reinburse the insurer for the fee.
22 Section 6. Paragraph (b) of subsection (2) of section
23| 627.0628, Florida Statutes, is anended to read:
24 627. 0628 Florida Conmi ssion on Hurricane Loss
25 | Proj ection Methodol ogy. - -
26 (2) COW SSI ON CREATED. - -
27 (b) The commission shall consist of the follow ng 11
28 | nenbers:
29 1. The insurance consumer advocate
30 2. The Chief QOperating Oficer of the Florida
31| Hurricane Catastrophe Fund.
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3. The Executive Director of the Citizens Property
| nsurance Cor por ati on Residential—Property—and—Castatty—Joint
I L ation

4. The Director of the Division of Energency

Managenent of the Departnent of Community Affairs.

5. The actuary nenber of the Florida Hurricane
Cat astrophe Fund Advi sory Council .

6. Six nmenbers appointed by the | nsurance
Conmmi ssi oner, as foll ows:

a. An enployee of the Departnent of Insurance who is
an actuary responsible for property insurance rate filings.

b. An actuary who is enployed full tinme by a property
and casualty insurer which was responsible for at least 1
percent of the aggregate statewide direct witten prem umfor
honeowner's insurance in the cal endar year preceding the
nmenber's appointnent to the comn ssion

C. An expert in insurance finance who is a full tine
nmenber of the faculty of the State University System and who
has a background in actuarial science.

d. An expert in statistics who is a full tinme nenber
of the faculty of the State University System and who has a
background i n insurance.

e. An expert in conputer systemdesign who is a ful
time nenber of the faculty of the State University System

f. An expert in neteorology who is a full tinme nmenber
of the faculty of the State University System and who
speci alizes in hurricanes.

Section 7. Section 627.3511, Florida Statutes, is
amended to read:
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627.3511 Depopulation of Citizens Property |nsurance

Cor por ati on Rest+dentiat—Property—and—Casvat-ty—Joirnt

I L Cation - -
(1) LEG SLATIVE | NTENT. --The Legi sl ature finds that

the public policy of this state requires the nmintenance of a

residual market for residential property insurance. It is the
intent of the Legislature to provide a variety of financial
incentives to encourage the replacenent of the highest
possi bl e nunber of Citizens Property |nsurance Corporation
o ol I I . I L

Assoetation policies with policies witten by admitted
i nsurers at approved rates.

(2) TAKE-QUT BONUS. --The Citizens Property |nsurance

Cor por at i on Restdenttal—Property—and—Casualty Joint
Ynderwi-ting—Assectation shall pay the sumof up to $100 to an

insurer for each risk that the i nsurer renpves fromthe

associ ation, either by issuance of a policy upon expiration or
cancel l ation of the association policy or by assunption of the
association's obligations with respect to an in-force policy.
Such paynent is subject to approval of the association board.
In order to qualify for the bonus under this subsection, the

t ake-out plan nmust include a mnimum of 25,000 policies.
Wthin 30 days after approval by the board, the departnent nay
reject the insurer's take-out plan and disqualify the insurer
fromthe bonus, based on the following criteria:

(a) The capacity of the insurer to absorb the policies
proposed to be taken out of the association and the
concentration of risks of those polici es.

(b) \Whether the geographic and risk characteristics of
policies in the proposed take-out plan serve to reduce the
exposure of the association sufficiently to justify the bonus.
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1 (c) \Whether coverage for risks to be taken out

2| otherwise exists in the adnmtted voluntary narket.

3 (d) The degree to which the take-out bonus is

4 | pronoting new capital being allocated by the insurer to

5| Florida residential property coverage.

6 (3) EXEMPTI ON FROM DEFI CI T ASSESSMENTS. - -

7 (a) The calculation of an insurer's assessnent
8|liability under s. 627.351(6)(b)3.a. or b. shall, for an

9| insurer that in any cal endar year renpves 50,000 or nore risks
10| fromthe Citizens Property |Insurance Corporation Residential
11 | Preperty—and—Casuvat-ty—Jdornt—bnderwiting—Assoctation, either
12 | by issuance of a policy upon expiration or cancellation of the
13 | association policy or by assunption of the association's

14 | obligations with respect to in-force policies, exclude such
15| renoved policies for the succeeding 3 years, as follows:

16 1. In the first year follow ng renoval of the risks
17 | the risks are excluded fromthe calculation to the extent of
18 | 100 percent.

19 2. In the second year follow ng renoval of the risks,
20| the risks are excluded fromthe calculation to the extent of
21| 75 percent.

22 3. Inthe third year follow ng renoval of the risks,
23 | the risks are excluded fromthe calculation to the extent of
24 |1 50 percent.

25

26 | If the renoval of risks is acconplished through assunption of
27 | obligations with respect to in-force policies, the association
28 | shall pay to the assunming insurer all unearned premumwth
29 | respect to such policies |l ess any policy acquisition costs
30| agreed to by the association and assum ng insurer. The term
31| "policy acquisition costs" is defined as costs of issuance of
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the policy by the association which includes agent

conmi ssions, servicing conpany fees, and premumtax. This
par agraph does not apply to an insurer that, at any tine
within 5 years before renoving the risks, had a market share
in excess of 0.1 percent of the statew de aggregate gross
direct witten premiumfor any line of property insurance, or
to an affiliate of such an insurer. This paragraph does not
apply unless either at |east 40 percent of the risks renoved
fromthe association are |ocated in Dade, Broward, and Pal m
Beach Counties, or at |least 30 percent of the risks renoved
fromthe association are located in such counties and an
addi ti onal 50 percent of the risks renoved fromthe
association are located in other coastal counties.

(b) An insurer that first wote personal |ines
residential property coverage in this state on or after July
1, 1994, is exenpt fromregular deficit assessnents inposed
pursuant to s. 627.351(6)(b)3.a. and b., but not energency
assessnents collected from policyhol ders pursuant to s.
627.351(6)(b)3.d., of the Citizens Property |nsurance

Cor por ati on ReskdeﬁPkaF—PFepe%%y—aﬁd—easuak%y—&efﬁ%

Ynderwi-ting—Assectation until the earlier of the foll ow ng:
1. The end of the cal endar year in which it first

wrote 0.5 percent or nore of the statew de aggregate direct
witten premumfor any line of residential property coverage;
or

2. Decenber 31, 1997, or Decenber 31 of the third year
in which it wote such coverage in this state, whichever is
| ater.

(c) Oher than an insurer that is exenpt under
paragraph (b), an insurer that in any cal endar year increases
its total structure exposure subject to wi nd coverage by 25
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percent or nore over its exposure for the precedi ng cal endar
year is, with respect to that year, exenpt fromdeficit
assessnents inposed pursuant to s. 627.351(6)(b)3.a. and b.
but not energency assessnents collected from policyhol ders
pursuant to s. 627.351(6)(b)3.d., of the Citizens Property

| nsurance Corporation ReskdeﬁPkaF—PFepe%%y—aﬁd—easuak%y—&efﬁ%
Ynderwi-ting—Assoectatton attributable to such increase in

exposure.

(d) Any exenption or credit fromregul ar assessnents
aut hori zed by this section shall last no |onger than 3 years
following the cancellation or expiration of the policy by the
association. Wth the approval of the department, the board
may extend such credits for an additional year if the insurer
guar antees an additional year of renewability for all policies
renoved fromthe association, or for 2 additional years if the
i nsurer guarantees 2 additional years of renewability for al
policies so renoved

(4) AGENT BONUS. --When the Citizens Property |nsurance

Cor por at i on Restdenttal—Property—and—Casualty Joint
Ynderwi-ting—Assectatioen enters into a contractual agreenent

for a take-out plan that provides a bonus to the insurer, the

produci ng agent of record of the association policy is
entitled to retain any unearned conm ssion on such policy, and
the insurer shall either

(a) Pay to the producing agent of record of the
associ ation policy an anount equal to the insurer's usual and
customary conmm ssion for the type of policy witten if the
termof the association policy was in excess of 6 nonths, or
one-hal f of such usual and customary conmission if the term of
the association policy was 6 nonths or |ess; or
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(b) Ofer to allow the producing agent of record of
the association policy to continue servicing the policy for a
period of not less than 1 year and offer to pay the agent the
i nsurer's usual and customary commission for the type of
policy witten.

The insurer need not take any further action if the offer is
rejected. This subsection does not apply to any reciproca
i nterinsurance exchange, nonprofit federation, or any
subsidiary or affiliate of such organi zation. This subsection
does not apply if the agent is also the agent of record on the
new coverage. The requirenent of this subsection that the
produci ng agent of record is entitled to retain the unearned
conmi ssion on an associ ation policy does not apply to a policy
for which coverage has been provided in the association for 30
days or less or for which a cancellation notice has been
i ssued pursuant to s. 627.351(6)(c)11. during the first 30
days of coverage.

(5) APPLI CABI LI TY. - -

(a) The take-out bonus provided by subsection (2) and
the exenption from assessnent provided by paragraph (3)(a)
apply only if the association policy is replaced by either a
standard policy including wind coverage or, if consistent with
the insurer's underwiting rules as filed with the departnent,
a basic policy including wind coverage; however, with respect
to risks |ocated in areas where coverage through the Florida
W ndstorm Underwriting Association is available, the
repl acenent policy need not provide wi nd coverage. The insurer
nmust renew the replacenent policy at approved rates on
substantially sinmlar terns for two additional 1-year terns,
unl ess cancel ed by the insurer for a | awful reason other than
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1| reduction of hurricane exposure. |f an insurer assunes the

2 | association's obligations for a policy, it nust issue a

3| replacenent policy for a 1-year termupon expiration of the
4 | association policy and nust renew the replacenent policy at

5| approved rates on substantially simlar terns for two

6 | additional 1l-year terns, unless canceled by the insurer for a
7| lawful reason other than reduction of hurricane exposure. For
8 | each replacenent policy cancel ed or nonrenewed by the insurer
9| for any reason during the 3-year coverage period required by
10 | this paragraph, the insurer nust renove fromthe association
11| one additional policy covering a risk simlar to the risk

12 | covered by the cancel ed or nonrenewed policy. |In addition to
13 | these requirenents, the association nust place the bonus

14 | noneys in escrow for a period of 3 years; such noneys nay be
15| rel eased fromescrow only to pay clains. A take-out bonus

16 | provided by subsection (2) or subsection (6) shall not be

17 | considered prem umincone for purposes of taxes and

18 | assessnments under the Florida Insurance Code and shall remain
19 | the property of the Gtizens Property |nsurance Corporation
20 | Restdential—Property—and—Casuatty—Jornt—underwiting
21 | Assoetration, subject to the prior security interest of the
22 | insurer under the escrow agreenent until it is released from
23| escrow, and after it is released fromescrow it shall be
24 | considered an asset of the insurer and credited to the
25| insurer's capital and surplus.
26 (b) It is the intent of the Legislature that an
27 | insurer eligible for the exenption under paragraph (3)(a)
28 | establish a preference in appointnent of agents for those
29 | agents who | ose a substantial anmount of business as a result
30| of risks being renoved fromthe association
31 (6) COWERCI AL RESI DENTI AL TAKE- OQUT PLANS. - -
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(a) The Citizens Property |Insurance Corporation

o ol I I . I L
Assectat+on shall pay a bonus to an insurer for each

commercial residential policy that the insurer renoves from

t he associ ation pursuant to an approved take-out plan, either
by issuance of a new policy upon expiration of the association
policy or by assunption of the association's obligations with
respect to an in-force policy. The association board shal
deterni ne the amount of the bonus based on such factors as the
coverage provided, relative hurricane risk, the length of tine
that the property has been covered by the association, and the
criteria specified in paragraphs (b) and (c). The anopunt of
the bonus with respect to a particular policy my not exceed
25 percent of the association's 1l-year premumfor the policy.
Such paynent is subject to approval of the association board.
In order to qualify for the bonus under this subsection, the
t ake-out plan nust include policies reflecting at |east $100
mllion in structure exposure.

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

1. At least 40 percent of the policies renoved from
t he associ ation under the plan nmust be located in Dade,
Broward, and Pal m Beach Counties, or at |east 30 percent of
the policies renpved fromthe association under the plan nust
be located in such counties and an additional 50 percent of
the policies renpbved fromthe association nust be located in
ot her coastal counties.

2. The insurer nust renew the replacenent policy at
approved rates on substantially simlar terns for two
addi tional 1-year terns, unless canceled or nonrenewed by the
insurer for a lawful reason other than reduction of hurricane
exposure. If an insurer assunes the association's obligations
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1| for a policy, it nust issue a replacenent policy for a 1-year
2| termupon expiration of the association policy and nust renew
3| the replacenent policy at approved rates on substantially

4| sinmlar terns for two additional 1-year terns, unless cancel ed
5| by the insurer for a | awful reason other than reduction of

6 | hurricane exposure. For each replacenent policy cancel ed or

7 | nonrenewed by the insurer for any reason during the 3-year

8 | coverage period required by this subparagraph, the insurer

9 | must renove fromthe association one additional policy

10| covering a risk simlar to the risk covered by the cancel ed or
11 | nonrenewed policy.

12 (c) A take-out plan is deened approved unless the

13 | departnent, within 120 days after the board votes to recommend
14 | the plan, disapproves the plan based on

15 1. The capacity of the insurer to absorb the policies
16 | proposed to be taken out of the association and the

17 | concentration of risks of those policies.

18 2. \Wiether the geographic and risk characteristics of
19 | policies in the proposed take-out plan serve to reduce the
20 | exposure of the association sufficiently to justify the bonus.
21 3. Wiether coverage for risks to be taken out
22 | otherwi se exists in the admtted voluntary narket.
23 4. The degree to which the take-out bonus is pronoting
24 | new capital being allocated by the insurer to residential
25 | property coverage in this state.
26 (d) The calculation of an insurer's regul ar assessnent
27 | liability under s. 627.351(b)3.a. and b., but not energency
28 | assessnents collected from policyhol ders pursuant to s.
29| 627.351(6)(b)3.d., shall, with respect to comerci al
30| residential policies renoved fromthe associ ati on under an
31
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approved take-out plan, exclude such renoved policies for the
succeedi ng 3 years, as foll ows:

1. In the first year follow ng renoval of the
policies, the policies are excluded fromthe calculation to
the extent of 100 percent.

2. In the second year follow ng renpval of the
policies, the policies are excluded fromthe calculation to
the extent of 75 percent.

3. Inthe third year follow ng renoval of the
policies, the policies are excluded fromthe calculation to
the extent of 50 percent.

(e) An insurer that first wote commercial residential
property coverage in this state on or after June 1, 1996, is
exenpt fromregul ar assessnents under s. 627.351(6)(b)3.a. and
b., but not energency assessnents collected from policyhol ders
pursuant to s. 627.351(6)(b)3.d., with respect to commerci al
residential policies until the earlier of:

1. The end of the cal endar year in which such insurer
first wote 0.5 percent or nore of the statew de aggregate
direct witten prenmiumfor commercial residential property
cover age; or

2. Decenber 31 of the third year in which such insurer
wrote comrercial residential property coverage in this state.

(f) An insurer that is not otherw se exenpt from
regul ar assessnents under s. 627.351(6)(b)3.a. and b. with
respect to commercial residential policies is, for any
cal endar year in which such insurer increased its total
commercial residential hurricane exposure by 25 percent or
nore over its exposure for the precedi ng cal endar year, exenpt
fromregul ar assessnents under s. 627.351(6)(b)3.a. and b.
but not energency assessnents collected from policyhol ders
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pursuant to s. 627.351(6)(b)3.d., attributable to such
i ncreased exposure.

(7) A mnority business, which is at |east 51 percent
owned by minority persons as described in s. 288.703(3),
desiring to operate or becone |licensed as a property and
casualty insurer may exenpt up to $50 of the escrow
requi rements of the take-out bonus, as described in this
section. Such mnority business, which has applied for a
certificate of authority to engage in business as a property
and casualty insurer, may sinultaneously file the business'
proposed take-out plan, as described in this section, to the
Citizens Property |Insurance Corporation Residental—Proeperty
aft—Castatty—Jotnt—Ynderwi-ting—Assoctation.

Section 8. Subsection (1) of section 627.3513, Florida
Statutes, is anended to read:

627.3513 Standards for sale of bonds by underwiting
associ ations. - -

(1) (a) The purpose of this section is to provide
standards for the sale of bonds pursuant to s. 627.351(2) and

(6).

(b) "Association" or "associations," for purposes of

this section, neans the Florida Wndstorm Underwriting
Associ at i on ant—theRestdentat—Property—and—Castuatty—Joint
Ynderwi-tng—Assoctatt+on as establi shed pursuant to s.
627.351(2) and—6), and any corporation or other entity
establ i shed pursuant to those subsections.

Section 9. Section 627.3515, Florida Statutes, is
amended to read:

627.3515 Market assistance plan; property and casualty
risks.--
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(1) The departnent shall adopt a narket assistance
plan to assist in the placenent of risks of applicants who are
unable to procure property insurance as defined in s. 624.604
or casualty insurance as defined in s. 624.605(1)(b), (e),

(f), (g), or (h) fromauthorized insurers when such insurance
is otherwise generally available frominsurers authorized to
transact and actually witing that kind and class of insurance
in this state. Through such neasures as are found appropriate
by the board of governors, the narket assistance plan shal
take affirmative steps to assist in the renpval fromthe

Citizens Property |Insurance Corporation Residental—Proeperty
ant—Castat-ty—Joint—YUnderwiting—Association any risk that can

be placed in the voluntary narket. All property and casualty

insurers licensed in this state shall participate in the plan
(2)(a) Each person serving as a nenber of the board of
governors of the Citizens Property Insurance Corporation
o ol I I . I L
Assoetation shall al so serve as a nenber of the board of
governors of the market assistance plan

(b) The plan shall be funded through paynents fromthe

Citizens Property |Insurance Corporation Residental—Proeperty
afnt—Castat-ty—Joint—Underwitng—Associationr and annua

assessnents of residential property insurers in the anount of
$450.

(c) The plan is not required to assist in the
pl acemrent of any workers' conpensation, enployer's liability,
mal practice, or notor vehicle insurance coverage.

Section 10. Section 627.3516, Florida Statutes, is
amended to read:

627.3516 Residential property insurance narket
coordi nating council.--The Florida Wndstorm Underwiting
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1| Association and the Citizens Property |Insurance Corporation
2 | Restdential—Property—antd—Castvat-ty—Joirnt—Underwiting
3 | Asseciation shall create a residual property insurance narket
4 | coordinating council to assure that each association is
5]infornmed of the activities and plans of the other. The
6 | coordi nating council shall consist of the insurance consuner
7 | advocate, who shall chair the council, the executive director
8 | of each of the associations, and the chair of the governing
9 | board of each of the associations. The coordinating counci
10| may, fromtine to tine, recommend to the presiding officers of
11| the Legislature proposals to inprove coordination between the
12 | associations or elimnate unnecessary duplication of efforts;
13 | however, any such recomendati on nust al so include an anal ysis
14 | of the inpact of the reconmrendation on the financial
15 | arrangenents of each association and on the state's efforts to
16 | restore the voluntary property insurance market. The
17 | coordinating council shall, on March 1 of each year, provide a
18 | report of its activities during the preceding year to the
19 | presiding officers of the Legislature.
20 Section 11. Paragraphs (b) and (c) of subsection (1)
21| of section 627.7013, Florida Statutes, are anended to read:
22 627.7013 Oderly narkets for personal |ines
23 | residential property insurance.--
24 (1) FINDI NGS AND PURPCSE. - -
25 (b) The Legislature finds, as of the beginning of the
26 | 1996 Regul ar Session of the Legislature, that:
27 1. The conditions described in paragraph (a) remain
28 | applicable to the property insurance nmarket in this state in
291 1996 and are likely to remain applicable for several years
30 | thereafter.
31
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1 2. The Citizens Property |Insurance Corporation

2 | Restdential—Property—antd—Castvat-ty—Joirnt—Underwiting

3 | Asseetation, a residual nmarket nechanismcreated to alleviate

4 | tenporary unavailability of property insurance coverage,

5| remains the prinmary or exclusive source of new property

6 | i nsurance coverage in significant portions of the state.

7 3. Recent enactnents intended to restore a

8 | conpetitive, private sector property insurance narket,

9 | including creation and enhancenent of the Florida Hurricane
10 | Cat astrophe Fund, incentives for depopul ation of the Citizens
11 | Property | nsurance Corporation Rest+dential—Property—and
12 | Castatty—Jornt—Underwting—Association, incentives for
13 | hurricane loss nitigation and prevention, creation of the
14 | Fl orida Conmi ssion on Hurricane Loss Projection Methodol ogy,
15 ) and revisions of laws relating to rates and coverages, are
16 | beginning to have their intended effects; however, the narket
17 | instability that persists could frustrate these efforts to
18 | restore the market.

19 4. The noratorium conpletion provided in this section
20| is the least intrusive nethod for maintaining an orderly

21 | market, insofar as it applies only to hurricane-rel ated

22 | cancel l ations and nonrenewal s of personal |ines residential

23| policies that were in force on the effective date, and insofar
24| as it allows an insurer annually to nonrenew up to 5 percent
25| of the total nunber of such policies as of the effective date.
26 (c) The Legislature finds, as of January 1, 1998,

27 | that:

28 1. The conditions described in paragraphs (a) and (b)
29 | remain applicable to the property insurance market in this

30| state in 1998 and are likely to remain applicable for severa
31| years thereafter.
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1 2. The general instability of the market is reflected
2| by the follow ng facts:

3 a. |In spite of depopulation efforts under which

4 | approxi mately 600, 000 policies have been transferred fromthe
5] Gtizens Property |nsurance Corporation Restdential—Property
6 | antd—Casuatty—Jotnt—Ynderwiting—Asseciatioen to the voluntary
7| market, the joint underwiting association, with approximtely
8 | 500,000 policies in force, remains the prinmary or exclusive

9 | source of new property insurance coverage in significant

10 | portions of the state.

11 b. The Florida Wndstorm Underwriting Association is
12 | growing rapidly, with nore than 400,000 policies in force,

13 | approximately half of which were initially issued in 1997.

14 3. A further extension of the operation of this

15| section until June 1, 2001, will provide an opportunity for
16 | the market to stabilize and for continuation of residua

17 | market depopul ation efforts.

18 Section 12. Paragraph (a) of subsection (1) of section
19 | 627.7014, Florida Statutes, is anended to read:
20 627.7014 Oderly nmarkets for condom ni um associ ation
21 | residential property insurance.--
22 (1) FINDI NGS AND PURPCSE. - -
23 (a) The Legislature finds:
24 1. That residential property insurers providing
25 | condom ni um associ ati on coverage, as a condition of doing
26 | business in this state, have a responsibility to contribute to
27 | an orderly market for condomni ni um associ ation residenti al
28 | property insurance and that there is a conpelling state
29 | interest in nmaintaining an orderly nmarket for condom ni um
30 | association residential property insurance.
31
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2. That Hurricane Andrew, which caused over $15
billion of insured |osses in South Florida, has reinforced the
need of consumers to have reliabl e condoni ni um associ ati on
i nsurance coverage; however, even nore than 3 years after
Hurricane Andrew, the hurricane's enornobus nonetary inpact is
causing insurers to propose substantial cancellation or
nonr enewal of their condom ni um associ ati on i nsurance
pol i cyhol ders.

3. That the nmassive cancell ations and nonrenewal s
announced, proposed, or contenplated by certain insurers
constitute a significant danger to the public health, safety,
and wel fare and destabilize the insurance market.

4., That the Ctizens Property | nsurance Corporation

dential : : : : L

Asseeiation, a residual nmarket nechanismcreated to alleviate

tenporary unavailability of property insurance coverage,
remai ns the primary or exclusive source of new property
i nsurance in significant portions of the state.

5. That recent enactnents intended to restore a
conpetitive, private sector property insurance narket,
i ncluding creation and enhancenent of the Florida Hurricane
Cat astrophe Fund, incentives for depopulation of the Citizens

Property | nsurance Corporati on Resident+a—Property—and
Castat-ty—Joint—Underwitng—Association, incentives for

hurricane |l oss nitigation and prevention, creation of the

Fl ori da Conmi ssion on Hurricane Loss Projection Methodol ogy,
and revisions of laws relating to rates and coverages, are
begi nning to have their intended effects; however, the market
remai ns unst abl e.
6. That the noratoriumcreated by this section is the
| east intrusive nethod for mmintaining an orderly market for
76
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1| condoni ni um associ ati on insurance, insofar as it applies only

2| to hurricane-related cancell ati ons and nonrenewal s of persona

3| lines residential policies that were in force on the effective

4 | date of this section, and insofar as it allows an insurer

5] annually to nonrenew up to 5 percent of the total nunber of

6 | such policies as of the effective date of this section.

7 Section 13. This act shall take effect July 1, 2001

8

9 EE IR I b S b b I S S b S I S b b S I b S S b S

10 HOUSE SUMVARY

11 L . .
Creates the Citizens Property |Insurance Corporation in

12 | ace of the Residential Property and Casualty Joint.
nderwriting Associ ation, ReviseS and applies” provisions

13 relating to the Residential Property and Casualty Joint
Underwri'ting Association and the asSociation's nenber

14 insurers to the corporation and the corporation's,
participating insurers. Requires insurers to participate

15 in the corporation. Provides for application to
commercial property as well as residenti al roBerty,

16 Provi des for division of revenues, assets, liabilities,
| osses, and expenses of the corporation into three

17 accounts, to be nmintained as |ong as financing
obligations entered into by the Florida Wndstorm

18 Underwriting Association or Residential Property and
Casualty Joint Underwriting Association are outstanding.

19 See bill for details.
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