CS for SB 1486 First Engrossed

1 A Dbill to be entitled

2 An act relating to property insurance; anending
3 s. 215.555, F.S.; revising the retention of

4 | osses for which an insurer is not entitled to
5 rei mbursement fromthe Florida Hurricane

6 Cat ast rophe Fund; anmending s. 215.559, F.S.

7 revising the allocation of funds appropriated
8 to the Departnment of Comrunity Affairs fromthe
9 Fl ori da Hurricane Catastrophe Fund for the

10 Hurri cane Loss Mtigation Progranm requiring
11 that the departnment establish a | owinterest
12 | oan program and pilot project for hurricane
13 Il oss mtigation; authorizing contractua

14 agreenents between the departnment and financia
15 institutions; authorizing the Departnent of

16 Community Affairs to adopt rules; anmending s.
17 627.062, F.S.; requiring the Ofice of

18 I nsurance Regul ation to subnmit a proposed plan
19 to the Legislature establishing uniformrating
20 territories to be used by insurers for
21 residential property insurance rate filings;
22 requiring a further act of the Legislature to
23 i mpl ement the plan; limting the recoupnent by
24 an insurer inits rates of the reinmbursement
25 premumit pays to the Florida Hurricane
26 Cat ast rophe Fund; amending s. 627.0628, F.S.
27 restricting the adm ssibility and rel evance in
28 rate proceedi ngs of findings of the Florida
29 Conmmi ssi on on Hurricane Loss Projection
30 Met hodol ogy; anmending s. 627.0629, F.S.
31 | owering the percentage amount of a rate filing
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1 based on a conputer nodel which requires a

2 public hearing; creating s. 627.06281, F.S.

3 requiring residential property insurers and

4 rating and advi sory organi zati ons to report

5 hurri cane | oss data for devel opnment of a public
6 hurri cane nmodel for hurricane | oss projections;
7 anmending s. 627.351, F.S.; revising the

8 appoi ntnents to the board and the approval of

9 of ficers and enpl oyees of the corporation;

10 provi di ng additional |egislative intent

11 relating to the Citizens Property Insurance

12 Corporation; authorizing the corporation to

13 i ssue bonds and incur indebtedness for certain
14 purposes; requiring creation of a Market

15 Accountability Advisory Cormmittee to assist the
16 corporation for certain purposes; providing for
17 appoi ntnent of comm ttee nmenbers; providing for
18 ternms; requiring reports to the corporation

19 revising requirenments for the plan of operation
20 of the corporation; deleting an obsolete
21 reporting requirenent; establishing a pilot
22 program specifying nonapplication of certain
23 policy requirenments in a county | acking
24 reasonabl e degrees of conpetition for certain
25 policies under certain circunstances; requiring
26 the comri ssion to adopt rules; deleting an
27 obsol ete rate nethodol ogy panel reporting
28 requi renent provision; creating s. 627.40951
29 F.S.; providing legislative findings and
30 intent; providing for an advisory conmittee
31 provi di ng for nmenbership; providing for
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1 reconmendati ons to be subnitted to the

2 Legi sl ature regarding standard residentia

3 property insurance policies; anmending s.

4 627.411, F.S.; adding grounds for which the

5 O fice of Insurance Regul ation nust di sapprove

6 a formfiled by an insurer; anmending s.

7 627.4133, F.S.; prohibiting insurers from

8 cancel ing or nonrenewi ng residential property

9 i nsurance policies under certain energency
10 ci rcunst ances; providi ng exceptions; providing
11 notice requirenments; providing application to
12 personal residential and conmercial residentia
13 policies covering certain damged property;
14 extending the effective date of certain
15 policies under certain hurricane circunstances;
16 authorizing the insurer to collect premuns for
17 t he extended period; providing nonapplication
18 anending s. 627.4143, F.S.; requiring insurers
19 to provide personal |ines property insurance
20 policyhol ders with a checklist of itens
21 contained in policies; authorizing the
22 Fi nanci al Servi ces Conm ssion to adopt rules;
23 prescribing elenents to be contained in the
24 checklist; requiring the checklist and outline
25 of insurance coverage to be sent with each
26 renewal ; clarifying that homeowners' insurance
27 i ncl udes nobil e homeowners', dwelling, and
28 condom niumunit owners' insurance for purposes
29 of the outline of coverage; anmending s.
30 627.701, F.S.; increasing the nmaxi num al |l owabl e
31 hurri cane deducti ble for personal |ines and

3
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1 certain comercial lines residential policies;
2 requiring insurers to offer specified hurricane
3 deducti bl es for such policies; requiring

4 insurers to provide witten notice expl aining
5 hurri cane deducti bl e options for such policies;
6 provi ding for conputation and display of the

7 dol I ar value of hurricane deducti bl es;

8 requiring insurers to conpute and displ ay

9 actual dollar values of certain riders for

10 certain policies; anmending s. 627.701, F.S.

11 provi ding that the requirenent for a hurricane
12 deductible to apply on an annual basis applies
13 to personal |ines residential property

14 i nsurance policies; requiring insurers that

15 provi de commercial residential property

16 i nsurance to offer alternative hurricane

17 deducti bl es that apply on an annual basis or to
18 each hurricane; amending s. 627.7011, F.S.

19 requiring insurers to offer coverage for

20 additional costs of repair due to | aws and

21 ordi nances; requiring insurers to pay the

22 repl acenent cost for a loss insured on that

23 basi s, whether or not the insured replaces or
24 repairs the dwelling or property; requiring

25 certain homeowner's insurance policies to

26 contain a specified statenment; providing

27 intent; anending s. 627.7015, F.S.; revising
28 pur pose and scope provisions relating to an

29 alternative procedure for resolution of

30 di sputed property insurance clains; providing
31 that failure of an insurer to notify a clainmant

4
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1 of the availability of nediation excuses an

2 insured frombeing required to submt to

3 certain |loss appraisal processes; anending s.

4 627.702, F.S.; providing legislative intent

5 regardi ng the requirenent that an insurer pay
6 policy limts if there is a total loss of a

7 bui | di ng; providi ng nonapplication of certain
8 insurer liability requirenments under certain

9 circunstances; limting an insurer's liability
10 to certain | oss covered by a covered peril

11 anending s. 627.706, F.S., relating to sinkhole
12 i nsurance; providing definitions; creating s.
13 627.7065, F.S.; providing |egislative findings;
14 requiring the Departrment of Financial Services
15 and the Ofice of the Insurance Consumer

16 Advocate to consult with the Florida Geol ogi ca
17 Survey and the Department of Environnenta

18 Protection to inplenent a statew de autonmated
19 dat abase of sinkholes and related activity;
20 provi ding requirenents for the form and content
21 of the database; authorizing the Departnent of
22 Financial Services to require insurers to
23 provi de certain information; providing for
24 managenment of the database; requiring the
25 departnment to investigate sinkhole activity
26 reports and include findings and i nvestigations
27 in the database; requiring the Departnent of
28 Environnental Protection to report on the
29 dat abase to the Governor, Legislature, and
30 Chi ef Financial Oficer; authorizing the
31 Department of Financial Services to adopt
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1 i mpl ementing rules; anending s. 627.707, F.S.
2 revi sing standards for investigations of

3 si nkhol e clainms by insurers; requiring an

4 i nsurer to engage an engi neer or professiona

5 geol ogi st for certain purposes; requiring a

6 report under certain circunmstances; requiring
7 an insurer to provide witten notice to a

8 pol i cyhol der disclosing certain information;

9 authorizing an insurer to deny a clai munder
10 certain circunstances; authorizing a

11 pol i cyhol der to demand certain testing;

12 provi di ng requirenents; specifying required

13 activities for insurers if a sinkhole loss is
14 verified; specifying paynment requirenments for
15 insurers; providing limtations; requiring the
16 insurer to pay fees of the engineer and

17 geol ogi st; authorizing an insurer to engage a
18 structural engineer for certain purposes;

19 creating s. 627.7072, F.S.; specifying

20 requi renents for sinkhole testing by engineers
21 and geol ogists; creating s. 627.7073, F.S.

22 provi ding reporting requirenments for engineers
23 and geol ogi sts after testing for sinkholes;

24 speci fying a presunption of correctness of

25 certain findings; requiring an insurer paying a
26 sinkhole loss claimto file a report and

27 certification with the county property

28 apprai ser; requiring the property appraiser to
29 record the report and certification; requiring
30 the insurer to bear the cost of filing and

31 recording; requiring a seller of certain

6
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1 property to nmeke certain disclosures to

2 property buyers under certain circunstances;

3 creating s. 627.711, F.S.; requiring insurers
4 to notify applicants or policyhol ders of the

5 availability and ampbunts of certain discounts,
6 credits, rate differentials, or reductions in
7 deducti bl es for properties on which certain

8 fixtures have been installed or construction

9 t echni ques have been inplemented; requiring

10 insurers to provide qualifying i nformation

11 aut horizing the Financial Services Comni ssion
12 to adopt rules; creating s. 627.712, F.S.

13 requiring property insurers to pay or deny

14 clainms within certain tine periods; providing
15 t hat overdue paynents bear interest; creating
16 the Task Force on Long-Term Sol uti ons for

17 Florida's Hurricane | nsurance Market; requiring
18 the Executive O fice of the Governor, the

19 Department of Financial Services, and the
20 O fice of Insurance Regul ation to provide
21 adm ni strative support and staff support;
22 provi di ng menbershi p; providing purpose and
23 intent; providing for research and hearings on
24 specified issues; requiring the task force to
25 submt a report of findings and recommendati ons
26 to the Governor, the Chief Financial Oficer,
27 the President of the Senate, and the Speaker of
28 the House of Representatives; providing for
29 additional activities; providing for expiration
30 of the task force; requiring the Ofice of
31 I nsurance Regul ation to subnit a report to the

7
CODI NG Wbrds strieken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W W NN NNMNDNDRNNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

CS for SB 1486 First Engrossed

Legislature relating to residential property

i nsurance; providing report requirenents;
requiring the Office of the Auditor General to
conduct an operational audit of Citizens
Property Insurance Corporation; specifying
audit requirenents; requiring a report;
requiring the board of governors of the
Citizens Property Insurance Corporation to
submt a report to the Legislature relating to
property and casualty insurance; specifying
report requirenments; providing an appropriation
and aut horizing positions; providing a
contingent effective date; providing effective

dat es.

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

Section 1. Effective June 1, 2005, paragraph (e) of
subsection (2) of section 215.555, Florida Statutes, is
amended to read:

215.555 Florida Hurricane Catastrophe Fund.--

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

(e) "Retention" means the anount of |osses bel ow which
an insurer is not entitled to reinmbursenent fromthe fund. An
insurer's retention shall be calculated as foll ows:

1. The board shall calculate and report to each
insurer the retention nmultiples for that year. For the
contract year beginning June 1, 2005 28064, the retention
mul tiple shall be equal to $4.5 billion divided by the tota
estimated rei nbursement premum for the contract year; for

subsequent years, the retention multiple shall be equal to

8
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$4.5 billion, adjusted based upon the reported exposure from
the prior contract year to reflect the percentage growh in
exposure to the fund for covered policies since 2004 2003
divided by the total estinmated rei nbursenment premiumfor the
contract year. Total reinbursenent premi um for purposes of the
cal cul ation under this subparagraph shall be estinated using
the assunption that all insurers have selected the 90-percent
coverage | evel.

2. The retention multiple as determ ned under
subpar agraph 1. shall be adjusted to reflect the coverage
| evel elected by the insurer. For insurers electing the
90- percent coverage level, the adjusted retention multiple is
100 percent of the amount determn ned under subparagraph 1. For
insurers electing the 75-percent coverage |evel, the retention
multiple is 120 percent of the anpunt determ ned under
subpar agraph 1. For insurers electing the 45-percent coverage
| evel, the adjusted retention nultiple is 200 percent of the
anount determ ned under subparagraph 1

3. An insurer shall deternmine its provisiona
retention by nmultiplying its provisional reinbursenment premn um
by the applicable adjusted retention rmultiple and shal
deternmine its actual retention by nultiplying its actua
rei mbursenent prenium by the applicable adjusted retention
nmul ti pl e.

4. For insurers who experience nultiple covered events

causing loss during the contract year, beginning June 1, 2005,

each insurer's full retention shall be applied to each of the

covered events causing the two | argest | osses for that

insurer. For each other covered event resulting in | osses, the

insurer's retention shall be reduced to one-third of the ful

retention. The reinbursenent contract shall provide for the

9
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1| reinbursenent of |osses for each covered event based on the

2| full retention with adjustnents nmade to reflect the reduced

3| retentions after January 1 of the contract year provided the
4| insurer reports its |osses as specified in the reinmbursenent
5| contract.

6 Section 2. Effective July 1, 2005, section 215.559

7| Florida Statutes, is anended to read:

8 215.559 Hurricane Loss Mtigation Program --

9 (1) There is created a Hurricane Loss Mtigation

10| Program The Legislature shall annually appropriate $10

11| mllion of the noneys authorized for appropriation under s.
12| 215.555(7)(c) fromthe Florida Hurricane Catastrophe Fund to
13| the Departnment of Community Affairs for the purposes set forth
14| in this section.

15 (2)(a) Seven mllion dollars in funds provided in

16| subsection (1) shall be used for programs to inprove the w nd
17| resistance of residences and nobil e hones, including |oans,
18| subsidies, grants, denonstration projects, and direct

19| assistance; cooperative prograns with [ ocal governnments and
20| the Federal Governnent; and other efforts to prevent or reduce
21| losses or reduce the cost of rebuilding after a disaster

22 (b) Three mllion dollars in funds provided in

23| subsection (1) shall be used to retrofit existing facilities
24| used as public hurricane shelters. The departnent nust

25| prioritize the use of these funds for projects included in the
26| Septenber 1, 2000, version of the Shelter Retrofit Report

27| prepared in accordance with s. 252.385(3), and each annua

28| report thereafter. The department must give funding priority
29| to projects in regional planning council regions that have

30| shelter deficits and to projects that maxinm ze use of state
31| funds.

10
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(3) By the 2006-2007 fiscal year, the Departnent of

Community Affairs shall develop a lowinterest |oan program

for honmeowners and nobile home owners to retrofit their hones

with fixtures or _apply construction techni gues that have been

denmpbnstrated to reduce the ampunt of damage or | oss due to a

hurricane. Funding for the programshall be used to subsidize

or _guaranty private-sector loans for this purpose to qualified

honeowners by financial institutions chartered by the state or

Federal Governnent. The department nmay enter into contracts

with financial institutions for this purpose. The departnent

shall establish criteria for deternmning eligibility for the

| oans and sel ecting recipients, standards for retrofitting

hones or nobile hones, linmtations on | oan subsidies and | oan

guaranties, and other terns and conditions of the program

whi ch nust be specified in the departnent's report to the

Legi sl ature on January 1, 2006, required by subsection (8).

For the 2005-2006 fiscal year, the Departnment of Community

Affairs may use up to $1 million of the funds appropriated

pursuant to paragraph (2)(a) to begin the lowinterest |oan

programas a pilot project in one or nore counties. The

Departnment _of Financial Services, the Ofice of Financia

Requl ation, the Florida Housing Finance Corporation, and the

Ofice of Tourism Trade, and Econoni c Devel opnent shal

assist the Departnent of Community Affairs in establishing the

program and pilot project. The departnent may use up to 2.5

percent of the funds appropriated in any given fiscal year for

adnm nistering the | oan program The departnment nay adopt rules

to inplenent the program

(4) €3> Forty percent of the total appropriation in
par agraph (2)(a) shall be used to inspect and inprove

ti e-downs for nobile homes. Wthin 30 days after the effective

11
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date of that appropriation, the department shall contract with
a public higher educational institution in this state which
has previ ous experience in administering the progranms set
forth in this subsection to serve as the adnmnistrative entity
and fiscal agent pursuant to s. 216.346 for the purpose of
admi nistering the prograns set forth in this subsection in
accordance with established policy and procedures. The
admi nistrative entity working with the advisory council set up
under subsection(6) 5> shall develop a list of nobile hone
parks and counties that may be eligible to participate in the
ti e-down program
(54 O noneys provided to the Departnent of
Community Affairs in paragraph (2)(a), 10 percent shall be
allocated to a Type | Center within the State University
System dedi cated to hurricane research. The Type | Center
shall develop a prelimnary work plan approved by the advisory
council set forth in subsection(6){5> to elinmnate the state
and local barriers to upgrading existing nobile honmes and
comunities, research and devel op a program for the recycling
of existing ol der nobile honmes, and support prograns of
research and devel opnent relating to hurricane |oss reduction
devi ces and techniques for site-built residences. The State
University System al so shall consult with the Departnent of
Community Affairs and assist the departnment with the report
requi red under subsection(8){A-
(6) 5> Execept—forthe programset—forthinsubseetion
3+ The Departnent of Conmunity Affairs shall devel op the
progranms set forth in this section in consultation with an
advi sory council consisting of a representative designated by
the Chief Financial Oficer, a representative designated by

the Florida Hone Buil ders Association, a representative

12
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1| designated by the Florida Insurance Council, a representative
2| designated by the Federation of Mnufactured Home Owmers, a

3| representative designated by the Florida Association of

4| Counties, and a representative designated by the Florida

5| Manuf actured Housi ng Associ ati on.

6 (7) 66> Moneys provided to the Department of Community
7| Affairs under this section are intended to suppl ement other

8| funding sources of the Departnment of Community Affairs and may
9| not supplant other funding sources of the Departnent of

10| Community Affairs.

11 (8)A On January 1st of each year, the Departnent of
12| Community Affairs shall provide a full report and accounting
13| of activities under this section and an eval uation of such

14| activities to the Speaker of the House of Representatives, the
15| President of the Senate, and the Majority and Mnority Leaders
16| of the House of Representatives and the Senate.

17 (9)€68> This section is repealed June 30, 2011

18 Section 3. Subsections (4) and (5) of section 627.062
19| Florida Statutes, are anended to read:
20 627.062 Rate standards. --
21 (4) The establishnent of any rate, rating
22| classification, rating plan or schedule, or variation thereof
23| in violation of part | X of chapter 626 is also in violation of
24| this section. |n order to enhance the ability of consuners to
25| conpare prem unms and to increase the accuracy and useful ness
26| of rate-conparison information provided by the office to the
27| public, the office shall devel op a proposed standard rating
28| territory plan to be used by all authorized property and
29| casualty insurers for residential property insurance. In
30| adopting the proposed plan, the office may consider
31| geographical characteristics relevant to risk, county lines,

13
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1| major roadways, existing rating territories used by a

2| significant segment of the market, and other relevant factors.
3| Such plan shall be subnitted to the President of the Senate

4| and the Speaker of the House of Representatives by January 15,
5| 2006. The plan may not be inplenented unless authorized by

6| further act of the Legislature.

7 (5) Wth respect to a rate filing involving coverage
8| of the type for which the insurer is required to pay a

9| reinmbursenment premumto the Florida Hurricane Catastrophe

10| Fund, the insurer may fully recoup in its property insurance
11| prem uns any reinmbursenent prem uns paid to the Florida

12| Hurricane Catastrophe Fund, together with reasonabl e costs of
13| other reinsurance, but may not recoup reinsurance costs that
14| duplicate coverage provided by the Florida Hurricane

15| Catastrophe Fund. An insurer may not recoup nore than 1 year
16| of reinbursenent premiumat a tine. Any under-recoupnent from
17| the prior year may be added to the follow ng year's

18| reimbursenent prenium and any over-recoupnent shall be

19| subtracted fromthe following year's reinbursement prem um

20 Section 4. Paragraph (c) of subsection (1) and

21| paragraph (c) of subsection (3) of section 627.0628, Florida
22| Statutes, are anended to read:

23 627.0628 Florida Commi ssion on Hurricane Loss

24| Projection Methodol ogy. - -

25 (1) LEG SLATIVE FI NDI NGS AND | NTENT. - -

26 (c) It is the intent of the Legislature to create the
27| Florida Comr ssion on Hurricane Loss Projection Methodol ogy as
28| a panel of experts to provide the nost actuarially

29| sophisticated guidelines and standards for projection of

30| hurricane | osses possible, given the current state of

31| actuarial science. It is the further intent of the Legislature

14
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that such standards and gui deli nes nust be used by the State
Board of Adm nistration in devel opi ng rei nmbursement prem um
rates for the Florida Hurricane Catastrophe Fund, and, subject

to paragraph (3)(c), may be used by insurers in rate filings

under s. 627.062 unless the way in which such standards and
gui delines were applied by the insurer was erroneous, as shown
by a preponderance of the evidence.

(3) ADOPTI ON AND EFFECT OF STANDARDS AND GUI DELI NES. - -

(c) Wth respect to a rate filing under s. 627.062, an
i nsurer may enploy actuarial methods, principles, standards,
nodel s, or output ranges found by the conm ssion to be
accurate or reliable to deternmine hurricane |oss factors for
use in arate filing under s. 627.062. Such—whieh findi ngs
and factors are admi ssible and relevant in consideration of a
rate filing by the office or in any arbitration or

adm nistrative or judicial reviewonly if the office and the

consuner advocate appointed pursuant to s. 627.0613 have

access to all of the assunptions and factors that were used in

devel opi ng the actuarial nethods, principles, standards,

nodel s, or output ranges, and are not precluded from

di sclosing such information in a rate proceeding.

Section 5. Subsection (7) of section 627.0629, Florida

Statutes, is anended to read:

627.0629 Residential property insurance; rate
filings.--

(7) Any rate filing that is based in whole or part on
data froma conputer nodel may not exceed 15 25 percent unless
there is a public hearing.

Section 6. Section 627.06281, Florida Statutes, is

created to read

15
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1 627.06281 Public hurricane |oss projection nodel;

2| reporting of data by insurers.--Wthin 30 days after a witten
3| request for loss data and associ ated exposure data by the

4| office or a type | center within the State University System
5| established to study nmitigation, residential property insurers
6| and licensed rating and advisory organi zations that conpile

7| residential property insurance |oss data shall provide |oss

8| data and associ ated exposure data for residential property

9| insurance policies to the office or to a type | center within
10| the State University System established to study nitigation

11| as directed by the office, for the purposes of devel oping,

12| maintaining, and updating a public nodel for hurricane |oss

13| projections. The | oss data and associ ated exposure data

14| provided shall be in witing.

15 Section 7. Paragraphs (a), (c), and (d) of subsection
16| (6) of section 627.351, Florida Statutes, are anended to read:
17 627.351 Insurance risk apportionnent plans.--

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

19 (a)l. The Legislature finds that actual and threatened
20| catastrophic | osses to property in this state from hurricanes
21| have caused insurers to be unwilling or unable to provide
22| property insurance coverage to the extent sought and needed.
23 It is in the public interest and a public purpose to assist in
24| assuring that property in the state is insured so as to
25| facilitate the remedi ation, reconstruction, and replacenent of
26 | damaged or destroyed property in order to reduce or avoid the
27| negative effects otherwise resulting to the public health,
28| safety, and welfare; to the econony of the state; and to the
29| revenues of the state and | ocal governnments needed to provide
30| for the public welfare. It is necessary, therefore, to provide
31| property insurance to applicants who are in good faith

16
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entitled to procure insurance through the voluntary market but
are unable to do so. The Legislature intends by this
subsection that property insurance be provided and that it
continues, as |long as necessary, through an entity organi zed

to achi eve efficiencies and econom es, while providing service

to policyholders, applicants, and agents that is no |l ess than

the quality generally provided in the voluntary nmarket, al

toward the achi evenent of the foregoing public purposes.
Because it is essential for the corporation to have the
maxi mum financi al resources to pay clains followi ng a
catastrophic hurricane, it is the intent of the Legislature
that the income of the corporation be exenpt from federa

i ncome taxation and that interest on the debt obligations

i ssued by the corporation be exenpt from federal incone

t axation.

2. The Residential Property and Casualty Joint
Underwriting Association originally created by this statute
shall be known, as of July 1, 2002, as the Citizens Property
I nsurance Corporation. The corporation shall provide insurance
for residential and comercial property, for applicants who
are in good faith entitled, but are unable, to procure
i nsurance through the voluntary market. The corporation shal
operate pursuant to a plan of operation approved by order of
the office. The plan is subject to continuous review by the
office. The office may, by order, wi thdraw approval of all or
part of a plan if the office 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, which consists of the type of coverage

provi ded by honmeowner's, nobile hone owner's, dwelling,
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tenant's, condom niumunit owner's, and simlar policies, and
commercial lines residential coverage, which consists of the
type of coverage provided by condom ni um associ ati on
apartnent building, and sinilar policies.

3. It is the intent of the Legislature that

policyhol ders, applicants, and agents of the corporation

receive service and treatnent of the highest possible |eve

but never less than that generally provided in the voluntary

market. |t also is intended that the corporation be held to

service standards no |l ess than those applied to insurers in

the voluntary market by the office with respect to

responsi veness, tineliness, custoner courtesy, and overal

dealings with policyholders, applicants, or agents of the

cor poration.

(c) The plan of operation of the corporation:

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

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

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

coverage under a standard policy.
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c. Comercial lines residential policy forns that are
generally simlar to the basic perils of full coverage
obt ai nabl e for comrercial residential structures in the
adm tted voluntary market.

d. Personal lines and commrercial lines residentia
property insurance forms that cover the peril of wi nd only.
The fornms are applicable only to residential properties
| ocated in areas eligible for coverage under the high-risk
account referred to in sub-subparagraph (b)?2.a.

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

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

(I') "Quota share primary insurance" means an
arrangenent in which the primary hurricane coverage of an
eligible risk is provided in specified percentages by the
corporation and an authorized insurer. The corporation and
authorized insurer are each solely responsible for a specified
percentage of hurricane coverage of an eligible risk as set
forth in a quota share primary insurance agreenment between the
corporation and an authorized insurer and the insurance
contract. The responsibility of the corporation or authorized

insurer to pay its specified percentage of hurricane | osses of
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an eligible risk, as set forth in the quota share prinmary

i nsurance agreenent, nmay not be altered by the inability of
the other party to the agreenment to pay its specified
percentage of hurricane |osses. Eligible risks that are

provi ded hurricane coverage through a quota share primry

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

i nsurer under the arrangenent, clearly specify the percentages
of quota share primary insurance provided by the corporation
and authorized insurer, and conspicuously and clearly state
that neither the authorized insurer nor the corporation my be
hel d responsi bl e beyond its specified percentage of coverage
of hurricane | osses.

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

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

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

d. Any quota share prinmary insurance agreenent entered
into between an authorized insurer and the corporation nust
provide for a uniform specified percentage of coverage of

hurri cane | osses, by county or territory as set forth by the
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corporation board, for all eligible risks of the authorized
i nsurer covered under the quota share primary insurance
agreenent .

e. Any quota share primary insurance agreenent entered
into between an authorized insurer and the corporation is
subj ect to review and approval by the office. However, such
agreenent shall be authorized only as to insurance contracts
entered into between an authorized insurer and an insured who
is already insured by the corporation for wi nd coverage.

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

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

h. The quota share primary insurance agreenment between
the corporation and an authorized i nsurer nust set forth the
speci fic terns under which coverage is provided, including,

but not limted to, the sale and servicing of policies issued
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1| under the agreenent by the insurance agent of the authorized
2| insurer producing the business, the reporting of infornmation
3| concerning eligible risks, the paynent of premumto the

4| corporation, and arrangenents for the adjustnment and paynent
5| of hurricane clains incurred on eligible risks by the clains
6| adjuster and personnel of the authorized insurer. Entering

7| into a quota sharing insurance agreenent between the

8| corporation and an authorized insurer shall be voluntary and
9| at the discretion of the authorized insurer.

10 3. My provide that the corporation may enploy or

11| otherwi se contract with individuals or other entities to

12| provide admnistrative or professional services that may be
13| appropriate to effectuate the plan. The corporation shall have
14| the power to borrow funds, by issuing bonds or by incurring
15| other indebtedness, and shall have ot her powers reasonably

16| necessary to effectuate the requirenments of this subsection_
17| including without limtation, the power to issue bonds and

18| incur other indebtedness in order to refinance outstanding

19| bonds or other indebtedness. The corporation may, but is not
20| required to, seek judicial validation of its bonds or other
21| indebt edness under chapter 75. The corporation may issue bonds
22| or incur other indebtedness, or have bonds issued on its

23| behalf by a unit of |ocal government pursuant to subparagraph
24| (g)2., in the absence of a hurricane or other weather-rel ated
25| event, upon a determ nation by the corporation, subject to

26| approval by the office, that such action would enable it to
27| efficiently neet the financial obligations of the corporation
28| and that such financings are reasonably necessary to

29| effectuate the requirenents of this subsection. The

30| corporation is authorized to take all actions needed to

31| facilitate tax-free status for any such bonds or indebtedness,
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including formation of trusts or other affiliated entities.
The corporation shall have the authority to pl edge
assessnents, projected recoveries fromthe Florida Hurricane
Cat ast rophe Fund, other reinsurance recoverabl es, market
equal i zati on and ot her surcharges, and other funds avail able
to the corporation as security for bonds or other
i ndebt edness. I n recognition of s. 10, Art. | of the State
Constitution, prohibiting the inpairment of obligations of
contracts, it is the intent of the Legislature that no action
be taken whose purpose is to inpair any bond indenture or
fi nanci ng agreenent or any revenue source comitted by
contract to such bond or other indebtedness.

4.a. Mist require that the corporation operate subject
to the supervision and approval of a board of governors
consisting of 8 # individuals who are residents of this state,

fromdifferent geographical areas of this state—appeinted-by
the—Chief—Finrancial—Ofeer. The Governor, the Chief Financia

Oficer, the President of the Senate, and the Speaker of the

House of Representatives shall each appoint two nenbers of the

board, effective August 1, 2005. At |east one of the two

nenbers appointed by each appointing officer nmust have

denpnstrated expertise in insurance. The Chief Financia

O ficer shall designate one of the appointees as chair. Al
board nmenbers serve at the pleasure of the appointing officer
chi-ef—Finaneial—OH+eer. Al board nenbers, including the

chair, nust 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 term by the appointing

of fi cer Chiet—Finaneial—Ofieer. The Chief Financial O ficer
shal | appoint a technical advisory group to provide

i nformati on and advice to the board of governors in connection
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with the board's duties under this subsection. The executive
di rector and seni or managers of the corporation shall be
engaged by the board, as recommended by the Chief Financia

O ficer and serve at the pleasure of the boardchieft—Finaneial

Sf+eer. The executive director is responsible for enploying
other staff as the corporation may require, subject to review
and concurrence by the board and effiee—of the Chief Financia
Oficer.

b. The board shall create a Market Accountability

Advi sory Committee to assist the corporation in devel oping

awareness of its rates and its custoner and agent service

levels in relationship to the voluntary market insurers

witing simlar coverage. The nenbers of the advisory

comm ttee shall consist of the followi ng 11 persons, one of

whom nmust be elected chair by the nmenbers of the committee:

four representatives, one appointed by the Florida Association

of Insurance Agents, one by the Florida Association of

| nsurance and Fi nanci al Advi sors, one by the Professiona

| nsurance Agents of Florida, and one by the Latin American

Association of Insurance Agencies; three representatives

appoi nted by the insurers with the three highest voluntary

market share of residential property insurance business in the

state; one representative fromthe Ofice of |nsurance

Requl ati on; one consuner appoi nted by the board who is insured

by the corporation at the tinme of appointnment to the

commi ttee; one representative appointed by the Florida

Associ ation of Realtors; and one representative appointed by

the Florida Bankers Association. Al nenbers nust serve for

3-yvear terns _and may serve for consecutive terns. The

committee shall report to the corporation at each board

neeting on insurance narket issues which may include rates and
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rate conpetition with the voluntary market; service, including

policy issuance, clains processing, and general responsiveness

to policyholders, applicants, and agents; and matters rel ating

to depopul ati on.

5. Muist provide a procedure for determning the
eligibility of a risk for coverage, as foll ows:

a. Subject to the provisions of s. 627.3517, with
respect to personal lines residential risks, if the risk is
of fered coverage from an authorized insurer at the insurer's
approved rate under either a standard policy including w nd
coverage or, if consistent with the insurer's underwiting
rules as filed with the office, a basic policy including w nd
coverage, the risk is not eligible for any policy issued by
the corporation. If the risk is not able to obtain any such
offer, the risk is eligible for either a standard policy
i ncludi ng wi nd coverage or a basic policy including w nd
coverage issued by the corporation; however, if the risk could
not be insured under a standard policy including wi nd coverage
regardl ess of market conditions, the risk shall be eligible
for a basic policy including wind coverage unl ess rejected
under subparagraph 8. The corporation shall determ ne the type
of policy to be provided on the basis of objective standards
specified in the underwiting manual and based on generally
accepted underwiting practices.

(1) If the risk accepts an offer of coverage through
the market assistance plan or an offer of coverage through a
mechani sm est abl i shed by the corporation before a policy is
issued to the risk by the corporation or during the first 30
days of coverage by the corporation, and the producing agent

who submitted the application to the plan or to the
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corporation is not currently appointed by the insurer, the
i nsurer shall:

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

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

commi ssion for the type of policy witten.

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

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

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

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

customary comni ssion for the type of policy witten.
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If the producing agent is unwilling or unable to accept
appoi ntnent, the new i nsurer shall pay the agent in accordance
Wi t h sub-sub-sub- subparagraph (A).

b. Wth respect to comrercial lines residential risks,
if the risk is offered coverage under a policy including w nd
coverage from an authorized insurer at its approved rate, the
risk is not eligible for any policy issued by the corporation
If the risk is not able to obtain any such offer, the risk is
eligible for a policy including wind coverage i ssued by the
corporation.

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

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

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

commi ssion for the type of policy witten.

If the producing agent is unwilling or unable to accept
appoi ntnent, the new i nsurer shall pay the agent in accordance

Wi t h sub-sub-sub- subparagraph (A).
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(I'l') When the corporation enters into a contractua
agreenent for a take-out plan, the producing agent of record
of the corporation policy is entitled to retain any unearned
conmmi ssion on the policy, and the insurer shall

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

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

customary comni ssion for the type of policy witten.

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

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

7. Mist provide that if prem um and investnent incone
for an account attributable to a particul ar cal endar year are
in excess of projected | osses and expenses for the account
attributable to that year, such excess shall be held in
surplus in the account. Such surplus shall be available to
defray deficits in that account as to future years and shal
be used for that purpose prior to assessing assessabl e
i nsurers and assessabl e insureds as to any cal endar year

8. Muist provide objective criteria and procedures to
be uniformy applied for all applicants in determn ning whether

an individual risk is so hazardous as to be uninsurable. In
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1| making this determnation and in establishing the criteria and
2| procedures, the follow ng shall be consi dered:

3 a. Whether the likelihood of a |loss for the individua
4| risk is substantially higher than for other risks of the sane
5[ class; and

6 b. Wether the uncertainty associated with the

7] individual risk is such that an appropriate prem um cannot be
8| deternined.

9

10| The acceptance or rejection of a risk by the corporation shal
11| be construed as the private placenment of insurance, and the

12| provisions of chapter 120 shall not apply.

13 9. Muist provide that the corporation shall make its

14| best efforts to procure catastrophe reinsurance at reasonabl e
15| rates, to cover its projected 100-year probable maxi num | oss
16| as deternined by the board of governors.

17 10. Must provide that in the event of regular deficit
18| assessnments under sub-subparagraph (b)3.a. or sub-subparagraph
19| (b)3.b., in the personal |ines account, the conmercial |ines
20| residential account, or the high-risk account, the corporation
21| shall levy upon corporation policyholders in its next rate

22| filing, or by a separate rate filing solely for this purpose,
23| a market equalization surcharge arising froma regul ar

24| assessnment in such account in a percentage equal to the tota
25| anpunt of such regul ar assessnments divided by the aggregate

26| statewide direct witten prem umfor subject |ines of business
27| for the prior calendar year. Market equalization surcharges

28| under this subparagraph are not considered prem um and are not
29| subject to comm ssions, fees, or prem umtaxes; however,

30| failure to pay a nmarket equalization surcharge shall be

31| treated as failure to pay prem um
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11. The policies issued by the corporation nust
provide that, if the corporation or the narket assistance plan
obtains an offer froman authorized insurer to cover the risk
at its approved rates, the risk is no |longer eligible for
renewal through the corporation.

12. Corporation policies and applications nust include
a notice that the corporation policy could, under this
section, be replaced with a policy issued by an authorized
i nsurer that does not provide coverage identical to the
coverage provided by the corporation. The notice shall also
speci fy that acceptance of corporation coverage creates a
concl usive presunption that the applicant or policyholder is
aware of this potential.

13. My establish, subject to approval by the office,
different eligibility requirenments and operational procedures
for any line or type of coverage for any specified county or
area if the board determ nes that such changes to the
eligibility requirenments and operational procedures are
justified due to the voluntary market being sufficiently
stabl e and conpetitive in such area or for such line or type
of coverage and that consuners who, in good faith, are unable
to obtain insurance through the voluntary market through
ordi nary nethods woul d continue to have access to coverage
fromthe corporation. Wen coverage is sought in connection
with a real property transfer, such requirenments and
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.

14. Must provide that, with respect to the high-risk

account, any assessable insurer with a surplus as to
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1| policyholders of $25 million or less witing 25 percent or

2| nore of its total countryw de property insurance prem ums in

3| this state may petition the office, within the first 90 days

4| of each calendar year, to qualify as a limted apportionnment

5| conpany. In no event shall a linmted apporti onnent conpany be
6| required to participate in the portion of any assessnent,

7| within the high-risk account, pursuant to sub-subparagraph

8| (b)3.a. or sub-subparagraph (b)3.b. in the aggregate which

9| exceeds $50 million after payment of avail able high-risk

10| account funds in any cal endar year. However, a limted

11| apportionnent conpany shall collect fromits policyhol ders any
12| energency assessnent inposed under sub-subparagraph (b)3.d.

13| The plan shall provide that, if the office determ nes that any
14| regul ar assessnment will result in an inpairnment of the surplus
15| of a limted apportionment conmpany, the office may direct that
16| all or part of such assessnment be deferred as provided in

17| subparagraph (g)4. However, there shall be no limtation or

18| defernent of an energency assessnent to be collected from

19| policyhol ders under sub-subparagraph (b)3.d.

20 15. Must provide that the corporation appoint as its
21| licensed agents only those agents who al so hold an appoi nt nent
22| as defined in s. 626.015(3) with an insurer who at the tinme of
23| the agent's initial appointnment by the corporation is

24| authorized to wite and is actually witing personal I|ines

25| residential property coverage, comrercial residential property
26| coverage, or commercial nonresidential property coverage

27| within the state.

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

29| rates for coverage provided by the corporation be actuarially
30| sound and not conpetitive with approved rates charged in the
31| admitted voluntary nmarket, so that the corporation functions
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as a residual market mechanismto provide insurance only when
the insurance cannot be procured in the voluntary market.

Rat es shall include an appropriate catastrophe |oading factor
that reflects the actual catastrophic exposure of the
corporation.

2. For each county, the average rates of the
corporation for each line of business for personal I|ines
residential policies excluding rates for wind-only policies
shall be no |ower than the average rates charged by the
i nsurer that had the highest average rate in that county anong
the 20 insurers with the greatest total direct witten prem um
in the state for that line of business in the preceding year
except that with respect to nobile hone coverages, the average
rates of the corporation shall be no | ower than the average
rates charged by the insurer that had the highest average rate
in that county anong the 5 insurers with the greatest tota
written prem um for nobile hone owner's policies in the state
in the preceding year

3. Rates for personal lines residential w nd-only

policies nmust be actuarially sound and not conpetitive with

approved rates charged by authorized insurers. However—for
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premumfer—that—pelieyin—effect—onJune 30—2003—=as
adiustedfor—coverage—changes—and-—seaseonal—oceupaney
sureharges— Corporation rate nmanuals shall include a rate
surcharge for seasonal occupancy. To ensure that persona
lines residential wi nd-only rates effeetive—en—-or—afterJuby
4+—2004—are not conpetitive with approved rates charged by
authorized insurers, the corporation, in conjunction with the
of fice, shall develop a wi nd-only ratemaking net hodol ogy,

whi ch net hodol ogy shall be contained in each & rate filing
made by the corporation with the of fi ce—by—Janvary—1—2604. |f
the office thereafter—determ nes that the wind-only rates or
rating factors filed by the corporation fail to conply with
the wi nd-only ratenaki ng nmet hodol ogy provided for in this
subsection, it shall so notify the corporation and require the

corporation to anend its rates or rating factors to conme into

conpliance within 90 days of notice fromthe office. Fhe

4. For the purposes of establishing a pilot programto

evaluate issues relating to the availability and affordability

of insurance in an area where historically there has been

little market conpetition, the provisions of subparagraph 2.

do not apply to coverage provided by the corporation in Mnroe

County if the office determ nes that a reasonabl e degree of

conpetition does not exist for personal lines residentia

policies. The provisions of subparagraph 3. do not apply to

coverage provided by the corporation in Mnroe County if the

office determ nes that a reasonabl e degree of conpetition does
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not exist for personal lines residential policies in the area

of that county which is eligible for wind-only coverage. In

this county, the rates for personal |lines residential coverage

shall be actuarially sound and not excessive, inadequate, or

unfairly discrimnatory and are subject to the other

provi sions of the paradraph and s. 627.062. The conmi SSion

shall adopt rules establishing the criteria for deternining

whet her _a reasonabl e degree of conpetition exists for persona

lines residential policies in Monroe County. By March 1, 2006,

the office shall subnmt a report to the Legislature providing

an_evaluation of the inplenmentation of the pilot program

affecting Monroe County.

5.4~ Rates for commercial |ines coverage shall not be
subject to the requirenents of subparagraph 2., but shall be
subject to all other requirements of this paragraph and s.
627.062.

6.5~ Nothing in this paragraph shall require or allow
the corporation to adopt a rate that is inadequate under s.
627.062.

7.6~ The corporation shall certify to the office at
| east twice annually that its personal lines rates conply with
the requi rements of subparagraphs 1. and 2. |f any adjustnent
in the rates or rating factors of the corporation is necessary
to ensure such conpliance, the corporation shall make and
i mpl ement such adjustnents and file its revised rates and
rating factors with the office. If the office thereafter
determines that the revised rates and rating factors fail to
conply with the provisions of subparagraphs 1. and 2., it
shall notify the corporation and require the corporation to
anend its rates or rating factors in conjunction with its next

rate filing. The office nmust notify the corporation by
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el ectronic neans of any rate filing it approves for any
i nsurer anong the insurers referred to in subparagraph 2.

8.7 In addition to the rates otherw se determ ned
pursuant to this paragraph, the corporation shall inpose and
coll ect an ampbunt equal to the premiumtax provided for in s.
624.509 to augnment the financial resources of the corporation

9.8-a. To assist the corporation in devel oping
addi ti onal ratemaking nethods to assure conpliance with
subpar agraphs 1. and 4., the corporation shall appoint a rate
nmet hodol ogy panel consisting of one person recommended by the
Fl ori da Associ ation of Insurance Agents, one person
recommended by the Professional |Insurance Agents of Florida,
one person recomended by the Florida Association of I|nsurance
and Financi al Advisors, one person recomrended by the insurer
with the highest voluntary narket share of residentia
property insurance business in the state, one person
recommended by the insurer with the second-hi ghest voluntary
mar ket share of residential property insurance business in the
state, one person reconmended by an insurer witing comrercia
residential property insurance in this state, one person
recommended by the O fice of Insurance Regul ation, and one
board menmber designated by the board chairman, who shall serve
as chairman of the panel

b. By January 1, 2004, the rate nethodol ogy pane
shall provide a report to the corporation of its findings and
recommendati ons for the use of additional ratenaking nethods
and procedures, including the use of a rate equalization
surcharge in an amount sufficient to assure that the tota
cost of coverage for policyholders or applicants to the

corporation is sufficient to conply with subparagraph 1
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c. Wthin 30 days after such report, the corporation
shall present to the President of the Senate, the Speaker of
the House of Representatives, the minority party | eaders of
each house of the Legislature, and the chairs of the standing
committees of each house of the Legislature having
jurisdiction of insurance issues, a plan for inplenenting the
addi ti onal ratemaking nethods and an outline of any
| egi sl ation needed to facilitate use of the new nethods.

d. The plan nmust include a provision that producer
conmmi ssions paid by the corporation shall not be calculated in
such a manner as to include any rate equalization surcharge.
However, wi thout regard to the plan to be devel oped or its
i mpl ement ati on, producer conm ssions paid by the corporation
for each account, other than the quota share primary program
shall remain fixed as to percentage, effective rate,
cal cul ation, and paynent nmethod until January 1, 2004.

10.9—~ By January 1, 2004, the corporation shal
devel op a notice to policyholders or applicants that the rates
of Citizens Property Insurance Corporation are intended to be
hi gher than the rates of any admitted carrier and providing
other information the corporation deenms necessary to assi st
consuners in finding other voluntary admtted insurers willing
to insure their property.

Section 8. Section 627.40951, Florida Statutes, is
created to read

627.40951 Standard personal |lines residentia

i nsurance policy.--

(1) The Legislature finds that many consumers who

filed property loss clains as a result of the hurricanes that

struck this state in 2004 were inadequately insured due to the

difficulty consuners encounter in trying to understand the
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1| conplex nature of property insurance policies. The purpose and
2| intent of this section is to have property and casualty

3| insurers offer standard personal lines residential property

4| insurance policies and standard checklists of policy contents,
5[ in accordance with s. 627.4143, to consuners and to ensure

6| that these policies and checklists are witten in a sinple

7| format with easily readable | anguage that will enable nost

8| consunmers to understand the principal benefits and coverage

9| provided in the policy; the principal exclusions and

10| limtations or reductions contained in the policy, including,
11| but not limited to, deductibles, coinsurance, and any other

12| Linmitations or reductions; and any additional coverage

13| provided through any rider or endorsenent that acconpanies the
14| policy and renewal or cancellation provisions.

15 (2) The Chief Financial Officer shall appoint an

16| advisory committee conposed of two representatives of insurers
17| currently selling personal lines residential property

18| insurance coverage, two representatives of property and

19| casualty agents, two representatives of consumers, two

20| representatives of the Conmm ssioner of Insurance Requlation

21| and the Insurance Consunmer Advocate or her or his designee.

22| The Chief Financial Oficer or her or his designee shall serve
23| as chair of the conmittee. The committee shall develop policy
24| lanquage for coverage that represents general industry

25| standards in the market for conprehensive coverage under

26| personal lines residential insurance policies and shal

27| develop a checklist to be used with each type of persona

28| lines residential property insurance policy. The committee

29| shall review policies and related forns witten by |nsurance
30| Services Ofice, Inc. The committee shall file a report

31| containing its reconmendations to the President of the Senate
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and the Speaker of the House of Representatives by January 15,

2006. No insurer shall be required to offer the standard

policy unless required by further act of the lLeqgislature.

Section 9. Subsection (1) of section 627.411, Florida

Statutes, is anended to read:

627.411 Grounds for disapproval.--

(1) The office shall disapprove any formfiled under
s. 627.410, or withdraw any previous approval thereof, only if
the form

(a) Is in any respect in violation of, or does not
conply with, this code

(b) Contains or incorporates by reference, where such
i ncorporation is otherw se perm ssible, any inconsistent,
anbi guous, or m sl eadi ng cl auses, or exceptions and conditions
whi ch deceptively affect the risk purported to be assuned in
t he general coverage of the contract.

(c) Has any title, heading, or other indication of its
provi si ons which is m sl eading.

(d) 1Is printed or otherw se reproduced in such manner
as to render any material provision of the formsubstantially
illegible.

(e) 1Is for residential property insurance and contains

provisions that are unfair or inequitable or encourage

nm srepresentation.
(f)éer 1s for health insurance, and:

1. Provides benefits that are unreasonable in relation

to the prem um charged. -
2. Contains provisions that are unfair or inequitable
or contrary to the public policy of this state or that

encourage m srepresentation, =
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3. Contains provisions that apply rating practices
that result in unfair discrimnation pursuant to s.
626.9541(1) (9) 2.

(9) € Excludes coverage for human i munodefi ci ency
virus infection or acquired inmune deficiency syndrone or
contains linmtations in the benefits payable, or in the terns
or conditions of such contract, for human i nmunodefi ci ency
virus infection or acquired inmune deficiency syndrone which
are different than those which apply to any other sickness or
medi cal condition.

Section 10. Paragraphs (d) and (e) are added to
subsection (2) of section 627.4133, Florida Statutes, to read:
627.4133 Notice of cancellation, nonrenewal, or

renewal prem um - -

(2) Wth respect to any personal |lines or conmercia
residential property insurance policy, including, but not
limted to, any honmeowner's, npobile hone owner's, farnowner's,
condoni ni um associ ati on, condonm niumunit owner's, apartnment
bui l ding, or other policy covering a residential structure or
its contents:

(d)1. Upon a declaration of an energency pursuant to

s. 252.36 and the filing of an order by the Conm ssioner of

| nsurance Requl ation, an insurer nmay not cancel or nonrenew a

personal residential or commercial residential property

insurance policy covering a dwelling or residential property

located in this state which has been danmaged as a result of a

hurricane or wind loss that is the subject of the declaration

of energency for a period of 90 days after the dwelling or

residential property has been repaired. A structure is deened

to be repaired when substantially conpleted and restored to
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the extent that it is insurable by another authorized insurer

that is witing policies inthis state.

2. However, an insurer or agent may cancel or nonrenew

such a policy prior to the repair of the dwelling or

residential property:

a. Upon 10 days' notice for nonpaynent of prem um_or

b. Upon 45 days' notice:

(1) For a material msstatenent or fraud related to

the claim

(11) 1f the insurer determ nes that the insured has

unr easonably caused a delay in the repair of the dwelling; or

(111) 1f the insurer has paid policy linits.

3. If the insurer elects to nonrenew a policy covering

a property that has been damaged, the insurer shall provide at

| east 90 days' notice to the insured that the insurer intends

to nonrenew the policy 90 days after the dwelling or

residential property has been repaired. Nothing in this

paragraph shall prevent the insurer from canceling or

nonrenewi ng the policy 90 days after the repairs are conplete

for the sane reasons the insurer would otherw se have cancel ed

or_nonrenewed the policy but for the |limtations of

subparagraph 1. The Financial Services Conm ssion nmay adopt

rules, and the Commi ssioner of |nsurance Requl ation nay issue

orders, necessary to inplenent this paragraph

4. This paragraph shall also apply to persona

residential and commercial residential policies covering

property that was damaged as the result of Tropical Storm

Bonni e, Hurricane Charley, Hurricane Frances, Hurricane |lvan,

or _Hurricane Jeanne.

(e) 1f any cancellation or nonrenewal of a policy

subject to this subsection is to take effect during the
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1| duration of a hurricane as defined in s. 627.4025(2)(c), the
2| effective date of such cancellation or nonrenewal is extended
3| until the end of the duration of such hurricane. The insurer
4| may collect premiumat the prior rates or the rates then in

5| effect for the period of time for which coverage is extended.
6| This paragraph does not apply to any property with respect to
7| which replacenent coverage has been obtained and which is in
8| effect for a claimoccurring during the duration of the

9| hurricane.

10 Section 11. Effective January 1, 2006, section

11| 627.4143, Florida Statutes, is anended to read:

12 627.4143 CQutline of coverage.--

13 (1) No private passenger autonobile or basic

14| homeowner's policy shall be delivered or issued for delivery
15| in this state unless an appropriate outline of coverage has
16| been delivered prior to issuance of the policy or acconpanies
17| the policy when issued.

18 (2) The outline of coverage for a private passenger
19| notor vehicle insurance policy shall contain all of the
20| foll ow ng:
21 (a) A brief description of the principal benefits and
22| coverage provided in the policy, broken down by each class or
23| type of coverage provided under the policy for which a prem um
24| is charged, and item zation of the applicable pren um
25 (b) A sunmary statenent of the principal exclusions
26| and limtations or reductions contained in the policy by class
27| or type, including, but not Iinmted to, deductibles,
28| coinsurance, and any other limtations or reductions.
29 (c) A sunmary statenent of any renewal or cancellation
30| provisions.
31
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(d) A description of the credit or surcharge plan that
is being applied. The description may display nunerical or
al phabetical codes on the declarations page or prem umnotice
to enable the insured to determ ne the reason or reasons why
her or his policy is being surcharged or is receiving a
credit.

(e) A list of any additional coverage provided through
any rider or endorsenent which acconpanies the policy. The
list shall contain a descriptive reference to each additiona
coverage, rather than solely a reference to a formor code
nunber .

(f) Fer—a—privatepassenger—nptor—vehicleinsuranece
poHey— The extent of coverage provided to the insured in the
event of collision danmage to a rental vehicle rented by the
i nsured. The proof-of-insurance card required by s. 316. 646
nmust al so specify whether rental car coverage is provided, and
may refer to the outline of coverage as to the details or
extent of coverage.

(3) A basic honeowners', nobile honeowners', dwelling,

or condom niumunit owners' policy may not be delivered or

issued for delivery in this state unless a conprehensive

checklist of coverage on a form adopted by the comm ssion and

an appropriate outline of coverage have been delivered prior

to issuance of the policy or acconpani es the policy when

i ssued. The commi ssion shall, by rule, adopt a formfor the

checklist for each type of policy to which this subsection

applies. Fach formshall indicate that it was adopted by the

commi SsSi on.

(a) The checklist nust contain a |list of the standard

provisions and elenents that may typically be included in

these policies, whether or not they are included in the
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particular policy being issued, in a format that allows the

insurer to place a check mark next to the provisions elenents

that are included so that the consuner can see both what is

included and what is not included in the policy. As an

alternative to checking the boxes on the checklist, an insurer

nmay del ete the check boxes fromthe formand replace themwth

text indicating whether the provision's elenents are included

or not. Limts of liability shall be listed for each item The

checklist must include, but is not linmted to, the follow ng:

1. Property coverage for the principal prem ses shown

in the declarations.

2. Property coverage for other structures on the

resi dence prem ses.

3. Wiether the principal prem ses and other structures

are insured against the follow ng perils:

a. Fire.

b. Lightning.

Expl osi on.

c
d. Hurricane |oss.

€. Nonhurricane wi nd |oss.

f. Collapse.

g. Mld.
h. Sinkhole |oss.

i.  Vandalism

4. Personal property coverage.

5. Wiether personal property is insured against the

follow ng perils:

a. Fire.

b. Lightning.

C. Hurricane |oss.

d.  Nonhurricane wi nd |oss.
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e. Coll apse.
f. Mld.

Si nkhol e | oss.
. __Theft.

The follow ng additional coverages:

Debri s renoval .

cR PP R

Loss assessnent.

Additional |iving expenses.

Personal liability coverage.

Medi cal _paynents coverage

© | NP

Di scounts applied to the prem um

10. Deductibles for |loss due to hurricane and loss to

other perils.

11. Building ordinance or | aw coverage.

12. Repl acenent cost coverage.

13. Actual cash val ue coverage.

(b) The forns shall allow insurers to place other

coverages on the checklists which may or nmy not be included

in the insurer's policies.

(c) The outline of coverage nust contain:

1. A brief description of the principal benefits and

coverage provided in the policy, broken down by each class or

type of coverage provided under the policy for which a prenium

is charged, and iteni zation of the applicable prem um

2. A summary statenent of the principal exclusions and

limtations or reductions contained in the policy by class or

type, including, but not limted to, deductibles, coinsurance,

and any other limtations or reductions.

3. A sunmary statenent of any renewal or cancell ation

provi si ons.
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4. A description of the credit or surcharge plan that

is being applied. The description may display nunerical or

al phabetical codes on the declarations page or prem um notice

to enable the insured to determ ne the reason or_reasons why

her or his policy is being surcharged or is receiving a

credit.

5. A sunmmary of any additional coverage provided

through any rider or endorsement that acconpanies the policy.

(4) €3> The outline of coverage_for a private

passenger notor vehicle policy is required only on the initia

policy issued by an insurer. The outline of coverage and the

checklist for a basic honeowners', nobile honeowners',

dwel ling, or condom niumunit owners' policy is required on

the initial policy and each renewal thereof issued by an

insurer.
(5) 4 An insurer nust insert the follow ng | anguage
on the outline of coverage:

The foll owing outline of coverage_or checklist is for

i nformati onal purposes only. Florida |aw prohibits this
outline or checklist from changi ng any of the provisions of
the insurance contract which is the subject of this
outline. Any endorsenent regardi ng changes in types of
coverage, exclusions, limtations, reductions, deductibles,
coi nsurance, renewal provisions, cancellation provisions,
surcharges, or credits will be sent separately."

(6)€65r Neither this section nor the outline of
coverage or checklist mandated by this section alters or
nodi fies the terms of the insurance contract, creates a cause

of action, or is admissible in any civil action.
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1 Section 12. Effective Cctober 1, 2005, subsections

21 (3), (4), (8), and (9) of section 627.701, Florida Statutes,

3| as anended by section 4 of chapter 2004-480, Laws of Florida,
4| are anended to read:

5 627.701 Liability of insureds; coinsurance

6| deductibles.--

7 (3)(a) A policy of residential property insurance

8| shall include a deductible amount applicable to hurricane e+
9| wird—| osses no | ower than $500 and no higher than 2 percent of
10| the policy dwelling limts with respect to personal |ines

11| residential risks, and no higher than 3 percent of the policy
12| limts with respect to commercial |ines residential risks;

13| however, if a risk was covered on August 24, 1992, under a

14| policy having a higher deductible than the deductibles all owed
15| by this paragraph, a policy covering such risk may include a
16| deducti bl e no higher than the deductible in effect on August
17| 24, 1992. Notwithstanding the other provisions of this

18| paragraph, a personal lines residential policy covering a risk
19| valued at $50,000 or |ess may include a deductible anpunt
20| attributable to hurricane er—wnd | osses no | ower than $250,
21| and a personal lines residential policy covering a risk val ued
22| at $100,000 or nore may include a deductibl e anmount
23| attributable to hurricane er—wnd | osses no higher than 10 5
24| percent of the policy linmts unless subject to a higher
25| deductible on August 24, 1992; however, no maxi mum deducti bl e
26| is required with respect to a personal lines residentia
27| policy covering a risk valued at nore than $500,000. An
28| insurer may require a higher deductible, provided such
29| deductible is the sane as or simlar to a deductible program
30| lawmfully in effect on June 14, 1995. 1In addition to the
31| deductible anmpbunts authorized by this paragraph, an insurer
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1| may al so offer policies with a copaynment provision under

2| which, after exhaustion of the deductible, the policyholder is
3| responsible for 10 percent of the next $10,000 of insured

4| hurricane er—wind | osses.

5 (b)1l. Except as otherwi se provided in this paragraph

6| prior to issuing a personal lines residential property

7| insurance policy on or after January 1, 2006 Apr+HH—3—3996, or
8| prior to the first renewal of a residential property insurance
9| policy on or after January 1, 2006 Apr++HH—3—3996, the insurer
10| must offer alternative deductible amounts applicable to

11| hurricane er—wnd | osses equal to $500, anrd 2 percent, 5

12| percent, and 10 percent of the policy dwelling limts, unless
13| the specific percentage 2—pereent deductible is | ess than

14| $500. The witten notice of the offer shall specify the

15| hurricane or wind deductible to be applied in the event that
16| the applicant or policyholder fails to affirmatively choose a
17| hurricane deductible. The insurer nust provide such

18| policyholder with notice of the availability of the deductible
19| anmounts specified in this paragraph in a form approved by the
20| office in conjunction with each renewal of the policy. The

21| failure to provide such notice constitutes a violation of this
22| code but does not affect the coverage provided under the

23| policy.

24 2. This paragraph does not apply with respect to a

25| deductible programlawfully in effect on June 14, 1995, or to
26| any simlar deductible program if the deductible program

27| requires a mni mum deducti bl e amunt of no | ess than 2 percent
28| of the policy limts.

29 3. Wth respect to a policy covering a risk with

30| dwelling limts of at |east $100, 000, but |ess than $250, 000,
31| the insurer may, in lieu of offering a policy with a $500
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1| hurricane or wind deductible as required by subparagraph 1.
2| offer a policy that the insurer guarantees it will not

3| nonrenew for reasons of reducing hurricane | oss for one

4| renewal period and that contains up to a 2 percent hurricane
5| or wind deductible as required by subparagraph 1

6 4, Wth respect to a policy covering a risk with

7| dwelling Iimts of $250,000 or nore, the insurer need not

8| offer the $500 hurricane er—wnd deducti bl e as required by

9| subparagraph 1., but nust, except as otherw se provided in
10| this subsection, offer the other 2—pereent hurricane

11| deducti bl es er—wind—deductible as required by subparagraph 1

§§

20 (4)(a) Any policy that contains a separate hurricane
21| deductible nmust on its face include in bol dfaced type no

22| smaller than 18 points the follow ng statenent: "TH S POLI CY
23| CONTAI NS A SEPARATE DEDUCTI BLE FOR HURRI CANE LOSSES, WHI CH MAY
24| RESULT I N HI GH OUT- OF- POCKET EXPENSES TO YOU." A policy

25| containing a coinsurance provision applicable to hurricane

26| losses nust on its face include in boldfaced type no smaller
27| than 18 points the followi ng statenment: "TH S POLI CY CONTAI NS
28| A CO PAY PROVI SI ON THAT MAY RESULT | N HI GH OUT- OF- POCKET

29| EXPENSES TO YOU. "

30 (b) Beginning October 1, 2005, for any personal lines
31| residential property insurance policy containing a separate
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hurricane deductible, the insurer shall conpute and

prominently display the actual dollar value of the hurricane

deductible on the declarations page of the policy at issuance

and, for renewal, on the renewal declarations page of the

policy or on the premi umrenewal notice.

(c) Beqinning October 1, 2005, for any personal |ines

residential property insurance policy containing an inflation

guard rider, the insurer shall conpute and proninently display

the actual dollar value of the hurricane deductible on the

decl arations page of the policy at issuance and, for renewal,

on the renewal declarations page of the policy or on the

prem um renewal notice. In addition, bedinning October 1

2005, for any personal lines residential property insurance

policy containing an inflation guard rider, the insurer shal

notify the policyholder of the possibility that the hurricane

deducti bl e may be higher than indicated when | oss occurs due

to application of the inflation guard rider. Such notification

shall be nmade on the decl arations page of the policy at

i ssuance and, for renewal, on the renewal decl arations page of

the policy or on the premiumrenewal notice.
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1 1+—Fhe—dedueti-blefor—hurricane—coverage—ray—not

2| execeed10—percent—ofthe property—value i+ the property—is—noet
3| subjeetteo—-anytH-ens—andmay nrot—exceed5pereent—ofthe

4| preperty—valueifthe property—is——subjeet—toanyt+H-ens—

5 2—Fhe—insurer—need—not—raketheoffers—regquiredby

6| paragraph—{3-b—

7 (8)€9> Notwithstandi ng the other provisions of this

8| section or of other law, but only as to hurricane coverage as
9| defined in s. 627.4025 for comercial l|ines residentia

10| coverages, an insurer may offer a deductible in an anmount not
11

12

13| Hr—an—ampunt—hot—exceeding 10 percent of the insured val ue

14| with—respeet—to—anyother——correreialtHnes residential—poetiey
15| if, at the time of such offer and at each renewal, the insurer
16| also offers to the policyhol der a deductible in the anount of
17| 3 percent of the insured value. Nothing in this subsection

18| prohibits any deductible otherwi se authorized by this section.
19| Al fornms by which the offers authorized in this subsection
20| are made or required to be made shall be on forns that are
21| adopted or approved by the comr ssion or office.
22 Section 13. Subsection (5) of section 627.701, Florida
23| Statutes, as anended by section 4 of chapter 2004-480, Laws of
24| Florida, is anended to read:
25 627.701 Liability of Insureds; coinsurance
26| deducti bl es. --
27 (5)(a) The hurricane deductible of any personal lines
28| residential property insurance policy issued or renewed on or
29| after May 1, 2005, shall be applied as foll ows:
30 l. {2 The hurricane deductible shall apply on an
31| annual basis to all covered hurricane | osses that occur during
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the cal endar year for | osses that are covered under one or
nore policies issued by the sanme insurer or an insurer in the
sanme insurer group.

2.{b> |If a hurricane deductible applies separately to
each of one or nore structures insured under a single policy,
the requirenments of this paragraph subseetien apply with
respect to the deductible for each structure.

3.£¢> |If there was a hurricane loss for a prior
hurri cane or hurricanes during the cal endar year, the insurer
may apply a deductible to a subsequent hurricane which that is
the greater of the remaining amount of the hurricane
deducti ble or the ampbunt of the deductible that applies to
perils other than a hurricane. Insurers nmay require
policyhol ders to report hurricane | osses that are bel ow the
hurri cane deductible or to maintain receipts or other records
of such hurricane |osses in order to apply such losses to
subsequent hurricane cl ai nms.

4.4 |If there are hurricane |losses in a cal endar year
on nore than one policy issued by the sanme insurer or an
insurer in the sane insurer group, the hurricane deductible
shall be the highest anpunt stated in any one of the policies.
If a policyholder who had a hurricane | oss under the prior
policy is provided or offered a | ower hurricane deductible
under the new or renewal policy, the insurer nmust notify the
policyholder, in witing, at the tinme the | ower hurricane
deductible is provided or offered, that the | ower hurricane
deductible will not apply until January 1 of the foll ow ng
cal endar year.

(b) For commercial residential property insurance

policies issued or renewed on or after January 1, 2006, the
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1| insurer nmust offer the policyholder the following alternative
2| hurricane deductibl es:

3 1. A hurricane deductible that applies on an annua

4| basis as provided in paragraph (a); and

5 2. A hurricane deductible that applies to each

6| hurricane.

7 Section 14. Effective Cctober 1, 2005, section

8| 627.7011, Florida Statutes, is anended to read:

9 627. 7011 Hormeowners' policies; offer of replacenent

10| cost coverage and | aw and ordi nance coverage. - -

11 (1) Prior to issuing a honeowner's insurance policy on
12| or after October 1, 2005 Junre—3—3994, or prior to the first
13| renewal of a honeowner's insurance policy on or after QOctober
14| 1, 2005 Jure—31—1994, the insurer nust offer each of the

15| foll ow ng:

16 (a) A policy or endorsenent providing that any |oss

17| which is repaired or replaced will be adjusted on the basis of
18| repl acenent costs not exceeding policy limts as to the

19| dwel ling, rather than actual cash value, but not including
20| costs necessary to neet applicable | aws and ordi hances
21| regulating the construction, use, or repair of any property or
22| requiring the tearing down of any property, including the
23| costs of removing debris.
24 (b) A policy or endorsenent providing that, subject to
25| other policy provisions, any |loss which is repaired or
26| replaced at any location will be adjusted on the basis of
27| replacenent costs not exceeding policy limts as to the
28| dwel ling, rather than actual cash value, and al so including
29| costs necessary to neet applicable | aws and ordi nhances
30| regulating the construction, use, or repair of any property or
31| requiring the tearing down of any property, including the
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costs of renoving debris; however, such additional costs

necessary to neet applicable | aws and ordi nances may be

limted to either 25 percent or 50 percent of the dwelling

limt, as selected by the policyholder, and such coverage

shall apply only to repairs of the danaged portion of the
structure unless the total damage to the structure exceeds 50

percent of the replacenment cost of the structure.

An insurer is not required to make the offers required by this
subsection with respect to the issuance or renewal of a
homeowner's policy that contains the provisions specified in

par agraph (b) for law and ordi nance coverage limted to 25

percent of the dwelling limt, except that the insurer nust

offer the |aw and ordi nance coverage |limted to 50 percent of

the dwelling linmt. This subsection does not prohibit the

of fer of a guaranteed replacenment cost policy.

(2) Unless the insurer obtains the policyhol der's
written refusal of the policies or endorsenents specified in
subsection (1), any policy covering the dwelling is deened to
i nclude the coverage specified in paragraph (1)(b). The
rejection or selection of alternative coverage shall be nade
on a form approved by the office. The formshall fully advise
the applicant of the nature of the coverage being rejected. If
this formis signed by a naned insured, it will be
concl usively presuned that there was an inforned, know ng
rejection of the coverage or election of the alternative
coverage on behalf of all insureds. Unless the policyhol der
requests in witing the coverage specified in this section, it
need not be provided in or supplenmental to any other policy
that renews, insures, extends, changes, supersedes, or

repl aces an existing policy when the policyhol der has rejected
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the coverage specified in this section or has sel ected
alternative coverage. The insurer mnust provide such
policyhol der with notice of the availability of such coverage
in a formapproved by the office at | east once every 3 years.
The failure to provide such notice constitutes a violation of
this code, but does not affect the coverage provided under the
policy.

(3) Inthe event of a loss for which a dwelling or

personal property is insured on the basis of replacenent

costs, the insurer shall pay the replacenent cost without

reservation or hol dback of any depreciation in value, whether

or_not the insured replaces or repairs the dwelling or

property.
(4) Any honeowner's insurance policy issued or renewed

on or after October 1, 2005, nust include in bold type no

smaller than 18 points the foll owi ng statenent:

"LAW AND ORDI NANCE COVERAGE 1S AN | MPORTANT COVERAGE
THAT YOU MAY W SH TO PURCHASE. YOU MAY ALSO NEED TO CONSI DER
THE PURCHASE OF FLOOD | NSURANCE FROM THE NATI ONAL FLOOD
| NSURANCE PROGRAM W THOUT THI S COVERAGE, YOU MAY HAVE
UNCOVERED LOSSES. PLEASE DI SCUSS THESE COVERAGES W TH YOUR
| NSURANCE AGENT. "

The intent of this subsection is to encourage policyholders to

purchase sufficient coverage to protect themin case events

excluded from the standard honeowners policy, such as | aw and

ordi nance enforcenent and flood, conbine with covered events

to produce damage or |l oss to the insured property. The intent

is also to encourage policyholders to discuss these issues

with their insurance agent.
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(5)€63> Nothing in this section shall be construed to
apply to policies not considered to be "honmeowners' policies,"
as that termis commonly understood in the insurance industry.
This section specifically does not apply to nobile hone
policies. Nothing in this section shall be construed as
limting the ability of any insurer to reject or nonrenew any
i nsured or applicant on the grounds that the structure does
not nmeet underwiting criteria applicable to replacenent cost
or law and ordi nance policies or for other |awful reasons.

Section 15. Effective July 1, 2005, subsections (1)
and (7) of section 627.7015, Florida Statutes, are anmended,
and subsection (2) of that section is reenacted, to read:

627.7015 Alternative procedure for resolution of
di sputed property insurance clains.--

(1) PURPOSE AND SCOPE. --This section sets forth a
nonadversarial alternative dispute resolution procedure for a
nmedi ated claimresolution conference pronpted by the need for
effective, fair, and tinmely handling of property insurance
clains. There is a particular need for an informal,
nont hreatening forum for hel ping parties who elect this
procedure to resolve their clains disputes because nost

homeowner's and commercial residential insurance policies

obligate insureds to participate in a potentially expensive
and tinme-consum ng adversarial appraisal process prior to
litigation. The procedure set forth in this section is
designed to bring the parties together for a nediated clains
settl enent conference w thout any of the trappings or
drawbacks of an adversarial process. Before resorting to these
procedures, insureds and insurers are encouraged to resolve
clainms as quickly and fairly as possible. This section is

avail able with respect to clains under personal |ines and
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commercial residential policies for all claimnts and insurers

prior to commencing the appraisal process, or comencing
litigation. |If requested by the insured, participation by

| egal counsel shall be permtted. Mediation under this section
is also available to litigants referred to the departnment by a
county court or circuit court. This section does not apply to
commerci al coverages, to private passenger notor vehicle

i nsurance coverages, or to disputes relating to liability
coverages in policies of property insurance.

(2) At the tinme a first-party claimwi thin the scope
of this section is filed, the insurer shall notify al
first-party claimants of their right to participate in the
medi ati on program under this section. The departnent shal
prepare a consuner information panphlet for distribution to
persons participating in nmediation under this section.

(7) 1f the insurer fails to conply with subsection (2)

by failing to notify a first-party claimant of its right to

participate in the nediation programunder this section or if

the insurer requests the nmediation, and the nmediation results
are rejected by either party, the insured shall not be
required to subnit to or participate in any contractual |oss
apprai sal process of the property | oss damage as a
precondition to |l egal action for breach of contract against
the insurer for its failure to pay the policyholder's clains
covered by the policy.

Section 16. Subsection (1) of section 627.702, Florida
Statutes, is anended to read:

627.702 Val ued policy |aw.--

(1)(a) In the event of the total |oss of any building,
structure, nobile hone as defined in s. 320.01(2), or

manuf actured building as defined in s. 553.36(12), located in
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1| this state and insured by any insurer as to a covered peril

2| in the absence of any change increasing the risk w thout the
3| insurer's consent and in the absence of fraudul ent or crinmnna
4| fault on the part of the insured or one acting in her or his
5| behalf, the insurer's liability—H—anys+- under the policy for
6| such total loss, if caused by a covered peril, shall be in the
7| amount of noney for which such property was so insured as

8| specified in the policy and for which a prem um has been

9| charged and pai d.

10 (b) The intent of this subsection is not to deprive an
11| insurer of any proper defense under the policy, to create new
12| or additional coverage under the policy, or to require an

13| insurer to pay for a loss caused by a peril other than the

14| covered peril. In furtherance of such leqgislative intent, when
15| a loss was caused in part by a covered peril and in part by a
16| noncovered peril, paragraph (a) does not apply. In such

17| circunstances, the insurer's liability under this section

18| shall be limted to the ampbunt of the |oss caused by the

19| covered peril. However, if the covered perils alone would have
20| caused the total |oss, paragraph (a) shall apply. The insurer
21| is never liable for nore than the anount necessary to repair
22| rebuild, or replace the structure following the total |oss,
23| after considering all other benefits actually paid for the

24| total |oss.

25 (c) It is the intent of the Legislature that the

26| amendnent to this section shall not be applied retroactively
27| and shall apply only to clains filed after effective date of
28| such anendnent.

29 Section 17. Section 627.706, Florida Statutes, is

30| amended to read:

31 627.706 Sinkhole insurance; definitions.--
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1 (1) Every insurer authorized to transact property

2| insurance in this state shall make avail abl e coverage for

3| insurable sinkhole | osses on any structure, including contents

4| of personal property contained therein, to the extent provided

5| in the formto which the sinkhole coverage attaches.

6 (2) As used in ss. 627.706-627.7074, and as used in

7| connection with any policy providing coverage for sinkhole

8| lLosses:

9 (a) "Sinkhole" neans a |landform created by subsidence
10| of soil, sedinent, or rock as underlying strata are dissolved
11| by ground water. A sinkhole may form by collapse into
12| subterranean voids created by dissolution of |inestone or
13| dol ostone or by subsidence as these strata are dissolved.

14 (b)Y "Sinkhole I oss" nmeans structural damage to the
15| building, including the foundation, caused by sinkhole

16| activity. Contents coverage shall apply only if there is

17| structural damage to the building caused by sinkhole activity.
18 (c)€63> "Sinkhole activity tess" neans actdal—physical
19

20| sudden settlenent or systematic weakeni ng eeH-apse of the

21| earth supporting such property only when such settlenment or
22| systematic weakeni ng eetHapse results from novenent or

23| raveling of soils, sedinments, or rock materials into

24| subterranean voids created by the effect aetien of water on a
25| limestone or simlar rock formation

26 (d) "Engineer" nmeans a person, as defined in s.

27| 471.005, who has a bachel or degree or higher in engineering
28| with a specialty in the geotechnical engineering field. An

29| engi neer must have geotechnical experience and expertise in
30| the identification of sinkhole activity as well as other

31| potential causes of damage to the structure.
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1 (e) "Professional geologist" means a person, as

2| defined by s. 492.102, who has a bachel or degree or higher in
3| geology or related earth science with expertise in the geol ogy
4| of Florida. A professional geologist nust have geol ogica

5| experience and expertise in the identification of sinkhole

6| activity as well as other potential geologic causes of damage
7| to the structure.

8 (3)4 Every insurer authorized to transact property

9| insurance in this state shall make a proper filing with the
10| office for the purpose of extending the appropriate forns of
11| property insurance to include coverage for rasurable sinkhole
12| | osses.

13 Section 18. Section 627.7065, Florida Statutes, is

14| created to read:

15 627. 7065 Database of information relating to

16| sinkholes; the Department of Financial Services and the

17| Departnent of Environmental Protection.--

18 (1) The Legislature finds that there has been a

19| dramatic increase in the nunber of sinkholes and insurance
20| claims for sinkhole damage in the state during the past 10
21| years. Accordingly, the Leqgislature recognizes the need to
22| track current and past sinkhole activity and to nake the
23| information available for prevention and renediation
24| activities. The Legislature further finds that the Florida
25| Geological Survey of the Department of Environmenta
26| Protection has created a partial database of some sinkholes
27| identified in Florida, although the database is not reflective
28| of all sinkholes or insurance clains for sinkhole damage. The
29| Legislature determines that creating a conplete electronic
30| database of sinkhole activity serves an inportant purpose in
31
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protecting the public and in studying property clains

activities in the insurance industry.

(2) The Departnent of Financial Services, including

the enpl oyee of the Division of Consuner Services designated

as the primary contact for consuners on issues relating to

sinkholes, and the Ofice of the |nsurance Consuner Advocate

shall consult with the Florida Geol ogical Survey and the

Departnent of Environnental Protection to inplenent a

st at ewi de_aut onat ed dat abase of sinkholes and related activity

identified in the state.

(3) Representatives of the Departnent of Financia

Services, with the agreenent of the Departnent of

Envi ronnental Protection, shall determ ne the form and content

of the database. The content may include standards for

reporting and investigating sinkholes for inclusion in the

dat abase and requirenents for insurers to report to the

departnents the receipt of clains involving sinkhole | oss and

other simlar activities. The Departnent of Financial Services

My require insurers to report present and past data of

sinkhole clains. The database also may include information of

damage due to ground settling and ot her subsidence activity.

(4) The Departnment of Financial Services may nanage

t he database or may contract for its nmanagenent and

mai_ nt enance. The Departnent of Environnental Protection shal

investigate reports of sinkhole activity and include its

findings and investigations in the database.

(5) The Department of Environnental Protection, in

consultation with the Departnent of Financial Services, shal

present a report of activities relating to the sinkhole

dat abase, including recommendati ons regardi ng the database and

simlar matters, to the Governor, the Speaker of the House of
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1| Representatives, the President of the Senate, and the Chi ef

2| Einancial O ficer by Decenber 31, 2005. The report may

3| consider the need for the Legislature to create an entity to
4| study the increase in sinkhole activity in the state and other
5| sinmilar issues relating to sinkhole damage, including

6| recomendations and costs for staffing the entity. The report
7| may include other information, as appropriate.

8 (6) The Departnent of Financial Services, in

9| consultation with the Departnent of Environmental Protection
10| may adopt rules to inplenent this section.

11 Section 19. Section 627.707, Florida Statutes, is

12| amended to read:

13 627. 707 M-nairam St andards for investigation of

14| sinkhole clains by insurers; nonrenewals. --

15 £ Upon receipt of a claimfor a sinkhole |oss, an

16| insurer mnmust neet the foll owi ng smArm standards in

17| investigating a claim

18 (1) &> UYpen—recerpt—of—aectaimfora sinkhoeletoss—

19| The insurer nmust nake an inspection of the insured' s prem ses
20| to determine if there has been physical damage to the

21| structure which may wght be the result of sinkhole activity.
22 b—+H+—upon—the—investi-gation—pursuant—to—paragraph
23 |[+a+—the—insurer—di-seovers—darage—to—a—strueture—whieh—+s

24| eensistent—with——sinkheleaetivityerifthe struetureis

25| leeatedin—-eloeseproximtyteo—astruecture—inwhich——sinkhele
26| darage—has—been—verified—thenprier—to—denyinga——etaim—the
27| iAsurer—rust—ebtair—a—witten——eertifieatienfremanindividual
28| gquatitiedteo—determnethe—existence—of—sinkheleaetivity
29| statingthattheecause—eof theelaimisnet——sinkheleaetivity-
30| anrd—that—the-anabysis—eonducted—was—efsuffiecient—seepete
31| elimrnate—sinkhele—aetivityasthe ecauseof darmpgewithina
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eondueted—

(2) Following the insurer's initial inspection, the

insurer shall engage an _engi neer or a professional geol ogi st

to conduct testing as provided in s. 627.7072 to deternine the

cause of the loss within a reasonable professional probability

and issue a report as provided in s. 627.7073, if:

(a) The insurer is unable to identify a valid cause of

the damage or di scovers danage to the structure which is

consistent with sinkhole |oss; or

(b) The policyholder denmands testing in accordance

with this section or s. 627.7072.

(3) Following the initial inspection of the insured

premi ses, the insurer shall provide witten notice to the

policyhol der disclosing the follow ng information:

(a) What the insurer has determ ned to be the cause of

damage, if the insurer has made such a determ nation.

(b) A statenent of the circunstances under which the

insurer is required to engage an engi neer or a professiona

geol ogist to verify or elimnate sinkhole |oss and to engage

an_engi neer_to make recommendati ons regardi ng | and and

buil ding stabilization and foundation repair

(c) A statenent regarding the right of the

policyholder to request testing by an engi neer or a

prof essi onal geol ogi st _and the circunstances under which the

policyhol der may denand certain testing.

(4) 1If the insurer deternmines that there is no

sinkhole loss, the insurer may deny the claim If the insurer

denies the claim without performing testing under s.
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627. 7072, the policyholder nmay demand testing by the insurer

under_s. 627.7072. The policyholder's demand for testing nust

be communi cated to the insurer in witing after the

policyholder's receipt of the insurer's denial of the claim

(5)(a) Subject to paragraph (b), if a sinkhole loss is

verified, the insurer shall pay to stabilize the land and

buil ding and repair the foundation in accordance with the

recommendati ons of the engineer as provided under s. 627.7073,

and in consultation with the policyholder, subject to the

coverage and terns of the policy. The insurer shall pay for

other repairs to the structure and contents in accordance wth

the terns of the policy.

(b) The insurer may limt its paynent to the actua

cash value of the sinkhole loss, not including underpinning or

grouting or any other repair techni gue perforned bel ow the

exi sting foundation of the building, until the policyhol der

enters into a contract for the performance of buil ding

stabilization or foundation repairs. After the policyhol der

enters into the contract, the insurer shall pay the anounts

necessary to begin and perform such repairs as the work is

perforned and the expenses are incurred. The insurer nay not

requi re the policyholder to advance paynent for such repairs.

If repair has bequn and the engineer selected or approved by

the insurer determ nes that the repair cannot be conpl eted

within the policy linmts, the insurer nust either conplete the

engi neer's recommended repair or tender the policy limts to

the policyholder without a reduction for the repair expenses

i ncurred.

(6) Except as provided in subsection (7)., the fees and

costs of the engineer or the professional geologist shall be

paid by the insurer.
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1 (7)€ |If the insurer obtains, pursuant to s. 627.7073
2| paragraph—{b)y, witten certification that there is no sinkhole
3| Loss or that the cause of the damage elaim was not sinkhole

4| activity, and if the policyholder has submitted the sinkhole
5| claimwi thout good faith grounds for submtting such claim

6| the policyhol der shall reinburse the insurer for 50 percent of
7| the actual costs eest of the analyses and services provided

8| anrabysis under ss. 627.7072 and 627. 7073 paragraph—{b},

9| however, a policyholder is not required to reinburse an

10| insurer nore than $2,500 with respect to any claim A

11| policyholder is required to pay rei nmbursenment under this

12| subsection paragraph only if the insurer, prior to ordering
13| the analysis under s. 627.7072 paragraph—{b}, inforns the

14| policyholder in witing of the policyholder's potentia

15| liability for reinbursement and gives the policyhol der the

16| opportunity to withdraw the claim

17 (8)€2> No insurer shall nonrenew any policy of

18| property insurance on the basis of filing of clains for

19| partial |oss caused by sinkhole danage or clay shrinkage as
20| long as the total of such paynments does not exceed the current
21| policy Ilimts of coverage for property damage, and provided
22| the insured has repaired the structure in accordance with the
23| engineering recomendati ons upon whi ch any paynment or policy
24| proceeds were based.
25 (9) The insurer may engage a structural engineer to
26| make recommendations as to the repair of the structure.
27 Section 20. Section 627.7072, Florida Statutes, is
28| created to read:
29 627. 7072 Testing standards for sinkholes.--
30 (1) The engineer and professional geol ogist shal
31| performsuch tests as sufficient, in their professiona

64
CODI NG Wbrds strieken are del etions; words underlined are additions.




CS for SB 1486 First Engrossed

1| opinion, to determ ne the presence or absence of sinkhole |oss
2| or other cause of damage within reasonabl e professiona

3| probability and for the engineer to nmake recommendations

4| regarding necessary building stabilization, and foundation

5| repair.

6 (2) Testing by a professional geol ogist shall be

7| conducted in conpliance with the Florida Geol ogical Survey

8| Special Publication No. 57 (2005).

9 Section 21. Section 627.7073, Florida Statutes, is
10| created to read:

11 627. 7073 Sinkhole reports.--

12 (1) Upon conpletion of testing as provided in s.

13| 627.7072, the engineer and professional geologist shall issue
14| a report and certification to the insurer and the policyhol der
15| as provided in this section.

16 (a) Sinkhole loss is verified if, based upon tests

17| perfornmed in accordance with s. 627.7072, an engineer and a
18| professional geologist issue a witten report and

19| certification stating:

20 1. That the cause of the actual physical and

21| structural damamge is sinkhole activity within a reasonable
22| professional probability.

23 2.  That the analyses conducted were of sufficient

24| scope to identify sinkhole activity as the cause of damage
25| within a reasonable professional probability.

26 3. A description of the tests performed.

27 4. A recommendation by the engineer of methods for

28| stabilizing the land and building and for neking repairs to
29| the foundation.

30 (b) If sinkhole activity is elimnated as the cause of
31| dammge to the structure, the engineer and professiona
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geol ogi st _shall issue a witten report and certification to

the policyholder and the insurer stating:

1. That the cause of the danmnge i s not sinkhole

activity within a reasonable professional probability.

2. That the analyses and tests conducted were of

sufficient scope to elimnate sinkhole activity as the cause

of damage within a reasonable professional probability.

3. A statenent of the cause of the damage within a

reasonabl e professional probability.

4. A description of the tests perforned.

(c) The respective findings, opinions, and

recommendati ons of the engi neer and professional geol ogi st as

to the verification or elinination of a sinkhole |oss and the

findings, opinions, and recommendati ons of the engineer as to

|l and _and building stabilization and foundation repair shall be

presuned correct.

(2) Any insurer that has paid a claimfor a sinkhole

loss shall file a copy of the report and certification

prepared pursuant to subsection (1), with the county property

apprai ser who shall record the report and certification with

the parcel nunber. The insurer shall bear the cost of filing

and recording the report and certification. There shall be no

cause of action or liability against an insurer for conpliance

with this section. The seller of real property upon which a

si nkhol e cl ai m has been nade shall disclose to the buyer of

such property that a claimhas been paid and whether or not

the full anpunt of the proceeds were used to repair the

si nkhol e _damage.

Section 22. Effective October 1, 2005, and applicable

to policies issued or renewed on or after that date, section

627.711, Florida Statutes, is created to read:
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1 627.711 Notice of prem um discounts for hurricane |oss
2| mitigation.--Using a form prescribed by the Ofice of

3| Lnsurance Requlation, the insurer shall clearly notify the

4| applicant or policyholder of any personal lines residentia

5| property insurance policy, at the tinme of the issuance of the
6| policy and at each renewal, of the availability and the range
7| of each prem um discount, credit, other rate differential, or
8| reduction in deductibles for properties on which fixtures or

9| construction techni ques denponstrated to reduce the anmount of
10| loss in a windstormcan or have been installed or inplenented.
11| The prescribed formshall describe generally what actions the
12| policyholders may be able to take to reduce their w ndstorm
13| premium The prescribed formand a list of such ranges

14| approved by the office for each insurer licensed in the state
15| and providing such discounts, credits, other rate

16| differentials, or reductions in deductibles for properties

17| described in this subsection shall be available for electronic
18| view ng and downl oad fromthe Departnent of Financia

19| Services' or the Office of Insurance Requlation's |nternet

20| website. The Financial Services Connission may adopt rules to
21| inplenment this subsection.

22 Section 23. (1)(a) Upon an insurer's receiving a

23| comuni cation with respect to a claim the insurer shall

24| within 14 cal endar days, review and acknow eddge receipt of

25| such communication unless paynent is made within that period
26| of time or unless the failure to acknow edge is caused by

27| factors beyond the control of the insurer which reasonably

28| prevent such acknow edgenent. If the acknowl edgenment is not in
29| writing, a notification indicating acknow edgenent shall be
30| made in the insurer's claimfile and dated. A conmunication
31
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made to or by an agent of an insurer with respect to a claim

shall constitute conmunication to or by the insurer

(b) As used in this subsection, the term "agent" neans

any person to whom an insurer has granted authority or

responsibility to receive or nmake such conmmuni cations with

respect to clains on behalf of the insurer

(c) This subsection shall not apply to clainmants

represented by counsel beyond those communi cati ons necessary

to provide forns and instructions.

(2) Such acknow edgenent shall be responsive to the

communi cation. |f the comunication constitutes a notification

of a claim unless the acknow edgenent reasonably advises the

claimant that the claimappears not to be covered by the

insurer, the acknow edgenent shall provide necessary claim

forns, and instructions, including an appropriate tel ephone

nunber .

(3) Unless otherw se provided by the policy of

insurance or by law, within 10 working days after an insurer

receives proof of |oss statements the insurer shall bedgin such

investigation as is reasonably necessary unless the failure to

begi n_such investigation is caused by factors beyond the

control of the insurer which reasonably prevent the

commencenent of such investigation.

(4) For purposes of this section, the term"insurer"

neans _any residential property insurer

Section 24. Task Force on Long-Term Sol utions for

Florida's Hurricane |nsurance Market. --

(1) TASK FORCE CREATED. --There is created the Task

Force on Long-Term Solutions for Florida's Hurricane |nsurance

Mar ket .
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(2) ADM NI STRATION. --The task force shall be

adnm nistratively housed within the Ofice of the Chief

Financial O ficer, but shall operate independently of any

state officer or agency. The Ofice of the Chief Financia

Oficer shall provide such adm nistrative support as the task

force deens necessary to acconplish its m ssion and shal

provi de necessary funding for the task force within its

existing resources. The Executive Ofice of the Governor, the

Departnent of Financial Services, and the Office of |nsurance

Requl ati on shall provide substantive staff support for the

task force

(3) NMEMBERSHI P. --The nenbers of the task force shal

be appointed as foll ows:

(a) The Governor shall appoint three nenbers who have

expertise in financial matters, one of whomis a

representative of the nortgage |lending industry, one of whom

is a representative of the real estate or construction

industry, and one of whomis a representative of insurance

consuners.

(b) The Chief Financial Oficer shall appoint three

nenbers who have expertise in financial nmatters, one of whom

is a representative of a national property insurer or of a

Florida-only subsidiary of a national property insurer, one of

whomis a representative of a donestic property insurer in

this state, and one of whomis a representative of insurance

agents.
(c) The President of the Senate shall appoint three

nenbers.

(d) The Speaker of the House of Representatives shal

appoi nt _three nenbers.
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1 (e) The Conmi ssioner of Insurance Regul ation shal

2| serve as an ex officio voting nenmber of the task force

3

4| Menbers of the task force shall serve without conpensation but
5[ are entitled to receive reinbursenent for per diemand trave
6| expenses as provided in section 112.061, Florida Statutes.

7 (4) PURPOSE AND | NTENT. - -The Legislature recogni zes

8| that the continued availability of hurricane insurance

9| coverage for property owners in this state is essential to the
10| state's economic survival. The Legislature further recognizes
11| that legislative efforts to resolve problens in the hurricane
12| insurance market in 2005 may not be sufficient to address this
13| state's long-term needs and that further action may be

14| necessary in subsequent |egislative sessions. The purpose of
15| the task force is to make reconmendations to the legislative
16| and executive branches of this state's government relating to
17| the creation and nmmintenance of insurance capacity in the

18| private sector and public sector which is sufficient to ensure
19| that all property owners in this state are able to obtain
20| appropriate insurance coverage for hurricane | osses, as
21| further described in this section.
22 (5) SPECIFIC TASKS. --The task force shall conduct such
23| research and hearings as it deems necessary to achieve the
24| purposes specified in subsection (4) and shall devel op
25| information on relevant issues, including, but not linmted to,
26| the follow ng issues:
27 (a) Whether this state currently has sufficient
28| hurricane insurance capacity to ensure the continuation of a
29| healthy, conpetitive marketplace, taking into consideration
30| both private-sector resources and public-sector resources.
31
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(b) ldentifying the future denmands on this state's

hurri cane insurance capacity, taking into account population

growt h, coastal growth, and anticipated future hurricane

activity.
(c) Wiether the Florida Hurricane Catastrophe Fund

fulfilled its purpose of creating additional insurance

capacity sufficient to aneliorate the current dangers to the

state's econony and to the public health, safety, and welfare

in its response to the 2004 hurricane season.

(d)  The extent to which the growth in Citizens

Property Insurance Corporation is attributable to insufficient

insurance capacity.

(e) The extent to which the growth trends of Citizens

Property I nsurance Corporation create |long-term problens for

property owners, buyers, and sellers in this state and for

ot her persons and busi nesses that depend on a viable market.

(f) The operation and role of Citizens Property

| nsurance Corporation, including:

1. How to ensure that the corporation operates as _an

insurer of last resort which does not conpete with insurers in

the voluntary market, but which charges rates that are not

excessive, inadequate, or unfairly discrinnatory;

2. \Whether the bonuses paid by the corporation to

carriers taking policies out of the corporation provide a

cost-effective nmeans of reducing the potential liability of

the corporation;

3. Wether the "Consuner Choice" |aw should be

repeal ed or amended to ensure that the corporation serves as

the insurer of |ast resort;

4. \Wether coverage ampunts should be |imted;
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5. Wiether the corporation has hired an adequate | eve

of permanent clainms and adjusting staff in addition to

outsourcing its clainms-adjusting functions to i ndependent

adjusting firns;

6. The effect of reducing or expanding the areas that

are eligible for coverage in the high-risk, w nd-only account;

7. \Wether the corporation should purchase reinsurance

or take other actions that reduce the potential for debt

financing and deficit assessnments; and

8. An evaluation of the infrastructure and

adm nistration of the corporation and how to i nprove custoner

service, clains handling, and conmunication and the exchange

of information with agents of policyholders of the

cor poration.

(6) REPORT AND RECOMVENDATIONS.--By April 1, 2006, the

task force shall provide a report containing findings relating

to the tasks identified in subsection (5) and recommendations

consistent with the purposes of this section and al so

consistent with such findings. The task force shall submt the

report to the Governor, the Chief Financial Oficer, the

Presi dent of the Senate, and the Speaker of the House of

Representatives. The task force may also submt such interim

reports as it deens appropriate.

(7) ADDITIONAL ACTIVITIES. --The task force shal

moni tor the inplenentation of hurricane insurance-rel ated

| eqgi sl ation enacted during the 2005 Regul ar Session _and shal

make such additional recommendations as it deens appropriate

for further legislative action during the 2004-2006

| eqgislative bienni um
(8) EXPIRATION. --The task force shall expire at the
end of the 2004-2006 leqgislative biennium
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Section 25. The Ofice of |Insurance Requl ation shall

by January 1, 2006, submit a report to the President of the

Senate, the Speaker of the House of Representatives, the

mnority party |leaders of the Senate and the House of

Representatives, and the chairs of the standing conmittees of

the Senate and the House of Representatives having

jurisdiction over matters relating to property and casualty

insurance. The report shall include findings and

recommendati ons on requiring residential property insurers to

provide | aw and ordi nance coverage for residential property

insurance policies, the increase or decrease in insurance

costs associated with requiring such coverage, and such other

related information as the Ofice of |nsurance Regul ation

determines is appropriate for the Leqgislature to consider

Section 26. Notw thstanding that revenues of Citizens

Property I nsurance Corporation are not state revenues, the

Audi tor General shall perform an operational audit, as defined

in section 11.45(1), Florida Statutes, of the Citizens

Property I nsurance Corporation created under section

627.351(6), Florida Statutes. The scope of the audit shal

al so_incl ude:

(1) An analysis of the corporation's infrastructure,

custoner _service, clainms handling, accessibility of

policyholder information to the agent of record, take-out

prograns, take-out bonuses, and financing arrangenents.

(2)  An evaluation of costs associated with the

adm nistration and servicing of the policies issued by the

corporation to determ ne alternatives by which costs can be

reduced, custoner service inproved, and clains handling

i mproved.
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The audit shall contain policy alternatives for the

Legislature to consider. The Auditor General shall submt a

report to the Governor, the President of the Senate, and the

Speaker of the House of Representatives no later than February

1, 2006.

Section 27. The board of governors of the Citizens

Property I nsurance Corporation created under section

627.351(6), Florida Statutes, shall, by February 1, 2006,

submt a report to the President of the Senate, the Speaker of

the House of Representatives, the mnority party | eaders of

the Senate and the House of Representatives, and the chairs of

the standing committees of the Senate and the House of

Representatives having jurisdiction over matters relating to

property and casualty insurance. The report shall include the

board's findings and recommendati ons on the foll ow ng issues:

(1) The nunber of policies and the aggregate prem um

of the Citizens Property |Insurance Corporation, before and

after enactnment of this act, and projections for future policy

and prem um gr owt h.

(2) Increases or decreases in availability of

residential property coverage in the voluntary market and the

effectiveness of this act in inproving the availability of

residential property coverage in the voluntary market in the

state.

(3) The board's efforts to depopulate the corporation

and the willingness of insurers in the voluntary market to

avail thenselves of depopulation incentives.

(4) Further actions that could be taken by the

Legislature to inprove availability of residential property

coverage in the voluntary and residual narkets.
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(5) Actions that the board has taken to restructure

the corporation and recommendati ons for legislative action to

restructure the corporation, including, but not limted to,

actions relating to clains handling and custoner service.

(6) Projected surpluses or deficits and possi bl e neans

of providing funding to ensure the continued solvency of the

cor poration.

(7) The corporation's efforts to procure catastrophe

rei nsurance to cover its projected 100-year probabl e maxi num

loss with specification as to what best efforts were nmade by

the corporation to procure such reinsurance.

(8) Such other issues as the board deternines are

worthy of the Legislature's consideration.

Section 28. For _the 2005-2006 fiscal year, there is

appropriated $350,000 in recurring funds fromthe |Insurance

Requl atory Trust Fund and four positions are authorized to the

Ofice of the Consuner Advocate within the Departnent of

Financial Services for the purposes provided in section
627.0613, Florida Statutes.
Section 29. The anendnent to section 627.0628, Florida

Statutes, and the creation of section 627.06281, Florida

Statutes, as provided in this act shall take effect on the

sane _date that House Bill 1939, Senate Bill 1478, or simlar

legislation takes effect, if such legislation is adopted in

the sanme leqgislative session or _an _extension thereof and

becones a | aw.

Section 30. Except as otherw se expressly provided in

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