F L OR 1 DA H O U S E O F R EPRESENTATI V E S

HB 1937 2005
CS
CHAMBER ACTI ON

1| The State Administration Appropriations Conmttee reconmends the
2| followng:

3

4 Council /Committee Substitute

5 Renove the entire bill and insert:

6 A bill to be entitled

7 An act relating to property insurance; anending s.

8 627.062, F.S.; limting an insurer's recoupnent of

9 rei mbursenent premum providing limtations; anending s.
10 627.0628, F.S.; limting use of certain nethodologies in
11 determ ning hurricane |oss factors for rei nbursenent
12 premumrates in certain rate filings; creating s.
13 627.06281, F.S.; requiring certain insurers and
14 organi zations to devel op, maintain, and update a public
15 hurricane | oss projection nodel; providing reporting
16 requi renents for insurers; protecting trade secret
17 information; anending s. 627.0629, F.S.; tightening a
18 l[imtation on rate filings based on conputer nodels under
19 certain circunstances; anending s. 627.351, F.S.;
20 provi ding additional |egislative intent relating to the
21 Citizens Property Insurance Corporation; specifying a
22 [imtation on dwelling limts for personal |ines policies;
23 revi sing appoi ntnent authority for nenbers of the board of
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24 governors of the corporation; requiring creation of a
25 Mar ket Accountability Advisory Conmittee to assist the
26 corporation for certain purposes; providing for
27 appoi ntnent of commttee nenbers; providing for terns;
28 requiring reports to the corporation; revising
29 requi rements for the plan of operation of the corporation;
30 requiring the corporation to pay bonuses to carriers
31 removi ng policies by assunption; providing for calculation
32 of the bonus anount; providing eligibility for carriers to
33 recei ve bonuses; deleting limtations on certain person
34 lines residential wind-only policies; deleting an obsol ete
35 reporting requirenent; specifying nonapplication of
36 certain policy requirenments in counties |acking reasonable
37 degrees of conpetition for certain policies under certain
38 ci rcunst ances; authorizing the comm ssion to adopt rules;
39 del eti ng an obsol ete rate nethodol ogy panel reporting
40 requi renent provision; anending s. 627.411, F. S.; revising
41 grounds for office disapproval of certain forns; anending
42 S. 627.7015, F.S.; revising purpose and scope provisions
43 relating to an alternative procedure for resol ution of
44 di sput ed property insurance clainms; providing an
45 addi tional criterion for excusing an insured from bei ng
46 required to submit to certain | oss appraisal processes;
47 anendi ng s. 627.706, F.S.; revising definitions relating
48 to sinkholes; creating s. 627.7065, F.S.; providing
49 | egi sl ative findings; requiring the Departnent of
50 Fi nanci al Services and the Ofice of the Insurance
51 Consuner Advocate to consult with the Florida Geol ogi cal
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52 Survey and the Departnent of Environnmental Protection to
53 i npl enent a statew de aut omat ed dat abase of sinkhol es and
54 related activity; providing requirenents for the formand
55 content of the database; authorizing the Departnent of
56 Fi nancial Services to require insurers to provide certain
57 i nformation; providing for nanagenent of the database;
58 requiring the departnment to investigate sinkhole activity
59 reports and include findings and investigations in the
60 dat abase; requiring the Departnent of Environnenta
61 Protection to report on the database to the Governor
62 Legi slature, and Chief Financial Oficer; authorizing the
63 Departnment of Financial services to adopt inplenenting
64 rules; requiring the Auditor Ceneral to perform an
65 operational audit of the Citizens Property Insurance
66 Cor poration; specifying audit requirenents; requiring a
67 report; requiring the board of governors of the Citizens
68 Property I nsurance Corporation to submt a report to the
69 Legislature relating to property and casualty insurance;
70 specifying report requirenents; providing for contingent
71 effect; providing effective dates.
72
73| Be It Enacted by the Legislature of the State of Florida:
74
75 Section 1. Subsection (5) of section 627.062, Florida
76| Statutes, is anmended to read:
77 627.062 Rate standards.--
78 (5) Wth respect to a rate filing involving coverage of
79| the type for which the insurer is required to pay a
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80| reinbursenment premumto the Florida Hurricane Catastrophe Fund,
81| the insurer may fully recoup in its property insurance prem ums
82| any reinbursenment premuns paid to the Florida Hurricane
83| Catastrophe Fund, together with reasonable costs of other
84| reinsurance, but may not recoup reinsurance costs that duplicate
85| coverage provided by the Florida Hurricane Catastrophe Fund. An

86| insurer nay not recoup nore than one year of reinbursenent

87| premumat a tine. Any under-recoupnent fromthe prior year nay

88| be added to the follow ng year's rei nbursenent prem um and any

89| over-recoupnent shall be subtracted fromthe follow ng year's

90| reinbursenent pren um

91 Section 2. Paragraph (c) of subsection (1) and paragraph
92| (c) of subsection (3) of section 627.0628, Florida Statutes, are
93| anended to read:

94 627. 0628 Florida Conm ssion on Hurricane Loss Projection
95| Met hodol ogy. --

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

97 (c) It is the intent of the Legislature to create the

98| Florida Comm ssion on Hurricane Loss Projection Mthodol ogy as a
99| panel of experts to provide the nost actuarially sophisticated
100| gquidelines and standards for projection of hurricane | osses

101| possible, given the current state of actuarial science. It is
102| the further intent of the Legislature that such standards and
103| gquidelines nust be used by the State Board of Adm nistration in
104| devel oping reinbursenent premumrates for the Florida Hurricane
105| Catastrophe Fund, and, subject to paragraph (3)(c), nay be used

106 by insurers in rate filings under s. 627.062 unless the way in
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107| which such standards and gui del i nes were applied by the insurer
108| was erroneous, as shown by a preponderance of the evidence.

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

110 (c) Wth respect to arate filing under s. 627.062, an
111| insurer may enploy actuarial nethods, principles, standards,

112| nodels, or output ranges found by the comm ssion to be accurate
113| or reliable to determ ne hurricane |loss factors for use in a
114| rate filing under s. 627.062. Such—which findings and factors
115 are admissible and relevant in consideration of a rate filing by
116| the office or in any arbitration or adm nistrative or judicial

117 reviewonly if the office and the consuner advocate appoi nt ed

118 pursuant to s. 627.0613 have access to all of the assunptions

119 and factors that were used in devel opi ng the actuarial nethods,

120| principles, standards, npdels, or output ranges and are not

121| precluded fromdisclosing such information in a rate proceedi ng.
122 Section 3. Section 627.06281, Florida Statutes, is created
123| to read:

124 627. 06281 Public hurricane | oss projection nodel;

125| reporting of data by insurers.--Wthin 30 days after a witten

126| request for |oss data and associ ated exposure data by the office

127 or a type | center within the State University System

128| established to study mtigation, residential property insurers

129 and licensed rating and advi sory organi zati ons that conpile

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

131| and associ ated exposure data for residential property insurance

132| policies to the office or to a type | center within the State

133 University System established to study mtigation, as directed

134 by the office, for the purposes of devel opi ng, naintaining, and
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135 wupdating a public nodel for hurricane | oss projections. The | o0ss

136| data and associ ated exposure data provided shall be in witing.

137| Any |l oss data and associ ated exposure data provi ded pursuant to

138| this section that constitutes a trade secret as defined in s.
139 812.081, and as provided in s. 815.04(3), shall be subject to
140 the provisions of s. 815.045.

141 Section 4. Subsection (7) of section 627.0629, Florida

142| Statutes, is anended to read:

143 627. 0629 Residential property insurance; rate filings.--
144 (7) Any rate filing that is based in whole or part on data
145| from a conputer nodel may not exceed 15 25 percent unless there
146 is a public hearing.

147 Section 5. Paragraphs (a), (c), and (d) of subsection (6)

148 of section 627.351, Florida Statutes, are anended to read:

149 627. 351 |Insurance risk apportionnent plans.--
150 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. --
151 (a)l. The Legislature finds that actual and threatened

152| catastrophic |osses to property in this state from hurricanes
153| have caused insurers to be unwilling or unable to provide

154| property insurance coverage to the extent sought and needed. It
155| is in the public interest and a public purpose to assist in
156| assuring that property in the state is insured so as to

157| facilitate the renediation, reconstruction, and repl acenent of
158| danmged or destroyed property in order to reduce or avoid the
159| negative effects otherwise resulting to the public health,

160| safety, and welfare; to the econony of the state; and to the

161| revenues of the state and | ocal governnents needed to provide

162| for the public welfare. It is necessary, therefore, to provide
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163| property insurance to applicants who are in good faith entitled
164| to procure insurance through the voluntary market but are unable
165| to do so. The Legislature intends by this subsection that

166| property insurance be provided and that it continues, as |long as
167| necessary, through an entity organi zed to achi eve efficiencies

168 and econonies, while providing service to policyhol ders,

169| applicants, and agents that is no |l ess than the quality

170 generally provided in the voluntary narket, all toward the

171| achievenent of the foregoing public purposes. Because it is

172| essential for the corporation to have the maxi mum financi al

173| resources to pay clainms followng a catastrophic hurricane, it
174 is the intent of the Legislature that the inconme of the

175| corporation be exenpt fromfederal incone taxation and that

176 interest on the debt obligations issued by the corporation be
177| exenpt from federal inconme taxation

178 2. The Residential Property and Casualty Joint

179 Underwriting Association originally created by this statute

180| shall be known, as of July 1, 2002, as the Citizens Property
181| Insurance Corporation. The corporation shall provide insurance
182| for residential and comercial property, for applicants who are
183| in good faith entitled, but are unable, to procure insurance
184| through the voluntary market. The corporation shall operate

185| pursuant to a plan of operation approved by order of the office.
186 The plan is subject to continuous review by the office. The

187| office may, by order, wthdraw approval of all or part of a plan
188| if the office determ nes that conditions have changed since

189| approval was granted and that the purposes of the plan require

190| changes in the plan. For the purposes of this subsection,
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191| residential coverage includes both personal |ines residential
192| coverage, which consists of the type of coverage provi ded by
193| honeowner's, nobile home owner's, dwelling, tenant's,

194 condom niumunit owner's, and simlar policies, and comercia
195| lines residential coverage, which consists of the type of

196| coverage provided by condom ni um associ ati on, apartnent

197| building, and simlar policies.

198 3. It is the intent of the Legislature that policyhol ders,

199| applicants, and agents of the corporation receive service and

200| treatnent of the highest possible |evel but never |ess than that

201| generally provided in the voluntary market. It also is intended

202| that the corporation be held to service standards no | ess than

203| those applied to insurers in the voluntary narket by the office

204 with respect to responsiveness, tineliness, custoner courtesy,

205| and overall dealings with policyhol ders, applicants, or agents

206| of the corporation.

207 (c) The plan of operation of the corporation:

208 1. Must provide for adoption of residential property and
209| casualty insurance policy fornms and commercial residential and
210| nonresidential property insurance fornms, which fornms nust be
211| approved by the office prior to use. The corporation shall adopt
212| the follow ng policy forns:

213 a. Standard personal lines policy forns that are

214| conprehensive nultiperil policies providing full coverage of a
215| residential property equivalent to the coverage provided in the
216| private insurance market under an HO 3, HO- 4, or HO 6 policy.
217 b. Basic personal lines policy forns that are policies

218| simlar to an HO 8 policy or a dwelling fire policy that provide
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219| coverage neeting the requirenments of the secondary nortgage

220| market, but which coverage is nore limted than the coverage

221| under a standard policy.

222 c. Commercial lines residential policy forns that are

223| generally simlar to the basic perils of full coverage

224| obtainable for comercial residential structures in the admtted
225| voluntary nmarket.

226 d. Personal |ines and commercial |ines residential

227| property insurance forns that cover the peril of wind only. The
228| forns are applicable only to residential properties |ocated in
229| areas eligible for coverage under the high-risk account referred
230| to in sub-subparagraph (b)2.a.

231 e. Commercial lines nonresidential property insurance

232| forns that cover the peril of wind only. The forns are

233| applicable only to nonresidential properties |located in areas
234| eligible for coverage under the high-risk account referred to in

235| sub-subparagraph (b)2. a.

236

237! The dwelling limts for any personal lines policy in both the
238| personal lines account and the high-risk account nmay not exceed
239 $1 million.

240 2.a. Mist provide that the corporation adopt a programin

241| which the corporation and authorized insurers enter into quota
242| share primary insurance agreenents for hurricane coverage, as
243| defined in s. 627.4025(2)(a), for eligible risks, and adopt
244| property insurance forns for eligible risks which cover the

245| peril of wind only. As used in this subsection, the term
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246 (I') "Quota share primary insurance"” means an arrangenent
247| in which the primary hurricane coverage of an eligible risk is
248| provided in specified percentages by the corporation and an

249| authorized insurer. The corporation and authorized insurer are
250| each solely responsible for a specified percentage of hurricane
251| coverage of an eligible risk as set forth in a quota share

252| primary insurance agreenent between the corporation and an

253| authorized insurer and the insurance contract. The

254| responsibility of the corporation or authorized insurer to pay
255| its specified percentage of hurricane |osses of an eligible

256| risk, as set forth in the quota share prinmary insurance

257| agreenent, may not be altered by the inability of the other

258| party to the agreenent to pay its specified percentage of

259 hurricane losses. Eligible risks that are provided hurricane
260| coverage through a quota share primary insurance arrangenent
261| nust be provided policy fornms that set forth the obligations of
262| the corporation and authorized insurer under the arrangenent,
263| clearly specify the percentages of quota share primary insurance
264| provided by the corporation and authorized insurer, and

265| conspicuously and clearly state that neither the authorized

266| insurer nor the corporation may be hel d responsi ble beyond its
267| specified percentage of coverage of hurricane | osses.

268 (1) "Eligible risks" neans personal |ines residential and
269| commercial lines residential risks that neet the underwiting
270| criteria of the corporation and are |located in areas that were
271| eligible for coverage by the Florida Wndstorm Underwiting

272| Association on January 1, 2002.
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273 b. The corporation may enter into quota share primary

274| insurance agreenents with authorized insurers at corporation
275| coverage |evels of 90 percent and 50 percent.

276 c. |If the corporation determ nes that additional coverage
277| levels are necessary to nmaxim ze participation in quota share
278| primary insurance agreenents by authorized insurers, the

279| corporation may establish additional coverage |evels. However,
280| the corporation's quota share prinmary insurance coverage | evel
281| may not exceed 90 percent.

282 d. Any quota share prinmary insurance agreenent entered
283| into between an authorized insurer and the corporation nust

284| provide for a uniformspecified percentage of coverage of

285| hurricane | osses, by county or territory as set forth by the
286| corporation board, for all eligible risks of the authorized

287| insurer covered under the quota share primary insurance

288| agreenent.

289 e. Any quota share primary insurance agreenent entered
290| into between an authorized insurer and the corporation is

291| subject to review and approval by the office. However, such

292| agreenent shall be authorized only as to insurance contracts
293| entered into between an authorized insurer and an insured who is
294| already insured by the corporation for wi nd coverage.

295 f. For all eligible risks covered under quota share

296| primary insurance agreenents, the exposure and coverage |evels
297| for both the corporation and authorized insurers shall be

298| reported by the corporation to the Florida Hurricane Catastrophe

299| Fund. For all policies of eligible risks covered under quota

300 share primary insurance agreenents, the corporation and the
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301| authorized insurer shall maintain conplete and accurate records
302| for the purpose of exposure and | oss reinbursenent audits as
303| required by Florida Hurricane Catastrophe Fund rul es. The

304| corporation and the authorized insurer shall each maintain

305 duplicate copies of policy declaration pages and supporting

306| clains documents.

307 g. The corporation board shall establish in its plan of
308| operation standards for quota share agreenents which ensure that
309| there is no discrimnatory application anong insurers as to the
310 terns of quota share agreenents, pricing of quota share

311| agreenents, incentive provisions if any, and consideration paid
312| for servicing policies or adjusting clains.

313 h. The quota share primary insurance agreenent between the
314| corporation and an authorized insurer nust set forth the

315| specific terns under which coverage is provided, including, but
316 not limted to, the sale and servicing of policies issued under
317| the agreenent by the insurance agent of the authorized insurer
318| producing the business, the reporting of information concerning
319| eligible risks, the paynent of premumto the corporation, and
320| arrangenents for the adjustnent and paynment of hurricane clains
321| incurred on eligible risks by the clains adjuster and personnel
322| of the authorized insurer. Entering into a quota sharing

323| insurance agreenent between the corporation and an authorized
324| insurer shall be voluntary and at the discretion of the

325| authorized insurer.

326 3. My provide that the corporation nmay enpl oy or

327| otherwise contract with individuals or other entities to provide

328| admnistrative or professional services that may be appropriate
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329| to effectuate the plan. The corporation shall have the power to
330| borrow funds, by issuing bonds or by incurring other

331| indebtedness, and shall have other powers reasonably necessary
332| to effectuate the requirenents of this subsection. The

333| corporation may, but is not required to, seek judicial

334| validation of its bonds or other indebtedness under chapter 75.
335 The corporation may issue bonds or incur other indebtedness, or
336| have bonds issued on its behalf by a unit of |ocal governnent
337| pursuant to subparagraph (g)2., in the absence of a hurricane or
338| other weather-related event, upon a determi nation by the

339| corporation, subject to approval by the office, that such action
340 would enable it to efficiently neet the financial obligations of
341| the corporation and that such financings are reasonably

342| necessary to effectuate the requirenents of this subsection. The
343| corporation is authorized to take all actions needed to

344| facilitate tax-free status for any such bonds or indebtedness,
345| including formation of trusts or other affiliated entities. The
346| corporation shall have the authority to pledge assessnents,

347| projected recoveries fromthe Florida Hurricane Catastrophe

348| Fund, other reinsurance recoverables, market equalization and
349| other surcharges, and other funds available to the corporation
350 as security for bonds or other indebtedness. In recognition of
351 s. 10, Art. | of the State Constitution, prohibiting the

352| inpairnment of obligations of contracts, it is the intent of the
353| Legislature that no action be taken whose purpose is to inpair
354 any bond indenture or financing agreenent or any revenue source

355| commtted by contract to such bond or other indebtedness.
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356 4.a. Must require that the corporation operate subject to
357| the supervision and approval of a board of governors consisting
358| of 8 # individuals who are residents of this state, from

359| different geographical areas of this state—appoeintedbythe
360| ChietFinanectalOfiecer. The Governor, the Chief Financial

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

362| House of Representatives shall each appoint two nenbers of the
363| board, effective August 1, 2005. The Chief Financial Oficer

364| shall designate one of the appointees as chair. Al board

365 menbers serve at the pleasure of the appointing officer Chief
366| Finhancial—Oficer. Al board nmenbers, including the chair, mnust

367| be appointed to serve for 3-year terns beginning annually on a

368| date designated by the plan. Any board vacancy shall be filled
369| for the unexpired termby the appointing officer Chief—Finhancial
370| OHieer. The Chief Financial Oficer shall appoint a technical

371| advisory group to provide information and advice to the board of

372 governors in connection with the board's duties under this
373| subsection. The executive director and senior nmanagers of the

374| corporation shall be engaged by the board, as reconmended by the

375| Chief Financial Oficer and serve at the pleasure of the board
376| Chi-ef—Financial—Oficer. The executive director is responsible
377 for enploying other staff as the corporation may require,

378| subject to review and concurrence by the board and effiece—ef the
379 Chief Financial Oficer

380 b. The board shall create a Market Accountability Advisory

381| Committee to assist the corporation in devel opi ng awareness of

382| its rates and its custoner and agent service levels in

383| relationship to the voluntary market insurers witing simlar
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384| coverage. The nenbers of the advisory commttee shall consist of

385 the follow ng ten persons, one of whom nust be el ected chair by

386| the nenbers of the commttee:. one representative appoi nted by

387 each of the three |argest property and casualty insurance agents

388| independent trade associations in this state; three

389| representatives appointed by the insurers with the three hi ghest

390| voluntary nmarket share of residential property insurance

391| business in the state; one representative fromthe Ofice of

392| Insurance Regul ati on; one consuner appointed by the board who is

393| insured by the corporation at the tine of appointnment to the

394| committee; one representative appointed by the Florida

395| Association of Realtors; and one representative appointed by the

396| Florida Bankers Association. Al nenbers nust serve for 3-year

397 terns and may serve for consecutive terns. The conmttee shal

398| report to the corporation at each board neeting on insurance

399| narket issues which may include rates and rate conpetition with

400| the voluntary market; service, including policy issuance, clains

401| processing, and general responsiveness to policyhol ders,

402| applicants, and agents; and matters relating to depopul ati on.

403 5. Must provide a procedure for determ ning the

404| eligibility of a risk for coverage, as follows:

405 a. Subject to the provisions of s. 627.3517, with respect
406| to personal lines residential risks, if the risk is offered
407| coverage from an authorized insurer at the insurer's approved
408| rate under either a standard policy including wind coverage or,
409| if consistent with the insurer's underwiting rules as filed

410 with the office, a basic policy including wnd coverage, the

411| risk is not eligible for any policy issued by the corporation.
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412 If the risk is not able to obtain any such offer, the risk is
413| eligible for either a standard policy including wi nd coverage or
414| a basic policy including wind coverage issued by the

415| corporation; however, if the risk could not be insured under a
416| standard policy including wind coverage regardl ess of market

417| conditions, the risk shall be eligible for a basic policy

418| including wind coverage unless rejected under subparagraph 8.
419| The corporation shall determ ne the type of policy to be

420| provided on the basis of objective standards specified in the
421| wunderwiting manual and based on generally accepted underwiting
422| practices.

423 (1) If the risk accepts an offer of coverage through the
424 market assistance plan or an offer of coverage through a

425| mechani sm established by the corporation before a policy is

426| issued to the risk by the corporation or during the first 30
427| days of coverage by the corporation, and the produci ng agent who
428| submtted the application to the plan or to the corporation is
429| not currently appointed by the insurer, the insurer shall:

430 (A) Pay to the producing agent of record of the policy,
431| for the first year, an anount that is the greater of the

432| insurer's usual and customary commi ssion for the type of policy
433 witten or a fee equal to the usual and customary comm ssion of
434| the corporation; or

435 (B) Ofer to allow the producing agent of record of the
436| policy to continue servicing the policy for a period of not |ess
437| than 1 year and offer to pay the agent the greater of the

438| insurer's or the corporation's usual and customary conm ssion

439| for the type of policy witten.
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440
441| |f the producing agent is unwilling or unable to accept

442| appointnent, the new insurer shall pay the agent in accordance
443 w th sub-sub-sub-subparagraph (A).

444 (I'l') When the corporation enters into a contractual

445| agreenment for a take-out plan, the produci ng agent of record of
446| the corporation policy is entitled to retain any unearned

447| comm ssion on the policy, and the insurer shall:

448 (A) Pay to the producing agent of record of the

449| corporation policy, for the first year, an anount that is the
450| greater of the insurer's usual and customary comm ssion for the
451| type of policy witten or a fee equal to the usual and customary
452| comm ssion of the corporation; or

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

457| comm ssion for the type of policy witten

458
459| |If the producing agent is unwilling or unable to accept

460| appointnment, the new insurer shall pay the agent in accordance
461| w th sub-sub-sub-subparagraph (A).

462 b. Wth respect to comercial lines residential risks, if
463| the risk is offered coverage under a policy including w nd

464| coverage from an authorized insurer at its approved rate, the
465| risk is not eligible for any policy issued by the corporation.

466 If the risk is not able to obtain any such offer, the risk is
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467| eligible for a policy including wind coverage issued by the

468| corporation

469 (I') If the risk accepts an offer of coverage through the
4701 market assistance plan or an offer of coverage through a

471| mechani sm established by the corporation before a policy is

472| issued to the risk by the corporation or during the first 30
473| days of coverage by the corporation, and the produci ng agent who
474 submtted the application to the plan or the corporation is not
475| currently appointed by the insurer, the insurer shall:

476 (A) Pay to the producing agent of record of the policy,
477| for the first year, an anount that is the greater of the

478| insurer's usual and customary comm ssion for the type of policy
479 witten or a fee equal to the usual and customary commr ssion of
480| the corporation; or

481 (B) Ofer to allow the produci ng agent of record of the
482| policy to continue servicing the policy for a period of not |ess
483| than 1 year and offer to pay the agent the greater of the

484| insurer's or the corporation's usual and customary conmi ssion
485| for the type of policy witten.

486
487| |If the producing agent is unwilling or unable to accept

488| appoi ntnent, the new i nsurer shall pay the agent in accordance
489| w th sub-sub-sub-subparagraph (A).

490 (I'l) When the corporation enters into a contractual

491| agreenent for a take-out plan, the produci ng agent of record of
492| the corporation policy is entitled to retain any unearned

493| conmm ssion on the policy, and the insurer shall
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494 (A) Pay to the producing agent of record of the

495| corporation policy, for the first year, an anmount that is the
496| greater of the insurer's usual and customary comm ssion for the
497| type of policy witten or a fee equal to the usual and custonmary
498| comm ssion of the corporation; or

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

503| comm ssion for the type of policy witten.

504
505 If the producing agent is unwilling or unable to accept

506| appointment, the new insurer shall pay the agent in accordance
507| w th sub-sub-sub-subparagraph (A).

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

510 7. Must provide that if prem um and investnent incone for
511 an account attributable to a particular cal endar year are in
512| excess of projected | osses and expenses for the account

513| attributable to that year, such excess shall be held in surplus
514 in the account. Such surplus shall be available to defray

515| deficits in that account as to future years and shall be used
516 for that purpose prior to assessing assessable insurers and

517| assessable insureds as to any cal endar year.

518 8. Must provide objective criteria and procedures to be
519 wuniformy applied for all applicants in determ ning whether an

520( individual risk is so hazardous as to be uninsurable. In making
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521| this determination and in establishing the criteria and

522| procedures, the follow ng shall be considered:

523 a. Wether the likelihood of a |oss for the individual
524 risk is substantially higher than for other risks of the sane
525| class; and

526 b. Wiether the uncertainty associated with the individua
527 risk is such that an appropriate prem um cannot be determ ned.
528
529| The acceptance or rejection of a risk by the corporation shal
530 be construed as the private placenent of insurance, and the
531| provisions of chapter 120 shall not apply.

532 9. Must provide that the corporation shall make its best
533| efforts to procure catastrophe reinsurance at reasonabl e rates,

534| to cover its projected 100-year probable maxi num| oss as

535| determ ned by the board of governors.

536 10. Must provide that in the event of regular deficit

537| assessnents under sub-subparagraph (b)3.a. or sub-subparagraph
538 (b)3.b., in the personal |ines account, the commercial |ines
539| residential account, or the high-risk account, the corporation
540( shall |evy upon corporation policyholders in its next rate

541| filing, or by a separate rate filing solely for this purpose, a
542| market equalization surcharge arising froma regul ar assessnent
543| in such account in a percentage equal to the total anmount of
544| such regul ar assessnents divided by the aggregate statew de
545 direct witten premumfor subject Iines of business for the
546| prior calendar year. Market equalization surcharges under this

547| subparagraph are not considered prem umand are not subject to

548| commi ssions, fees, or prem umtaxes; however, failure to pay a
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549 market equalization surcharge shall be treated as failure to pay
550 prem um

551 11. The policies issued by the corporation nust provide
552| that, if the corporation or the market assistance plan obtains
553| an offer froman authorized insurer to cover the risk at its
554| approved rates, the risk is no longer eligible for renewal

555| through the corporation

556 12. Corporation policies and applications nust include a
557| notice that the corporation policy could, under this section, be
558| replaced with a policy issued by an authorized insurer that does
559 not provide coverage identical to the coverage provided by the
560 corporation. The notice shall also specify that acceptance of
561| corporation coverage creates a conclusive presunption that the
562| applicant or policyholder is aware of this potential.

563 13. My establish, subject to approval by the office,

564| different eligibility requirenments and operational procedures
565 for any line or type of coverage for any specified county or

566| area if the board determ nes that such changes to the

567| eligibility requirenents and operational procedures are

568| justified due to the voluntary market being sufficiently stable
569 and conpetitive in such area or for such line or type of

570 coverage and that consunmers who, in good faith, are unable to
571| obtain insurance through the voluntary market through ordinary
572| nmethods would continue to have access to coverage fromthe

573| corporation. Wien coverage is sought in connection with a real
574| property transfer, such requirenents and procedures shall not

575| provide for an effective date of coverage later than the date of
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576 the closing of the transfer as established by the transferor,
577| the transferee, and, if applicable, the | ender.

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

579| account, any assessable insurer with a surplus as to

580| policyholders of $25 million or less witing 25 percent or nore
581| of its total countryw de property insurance premuns in this

582| state may petition the office, within the first 90 days of each
583| cal endar year, to qualify as a |limted apporti onnment conmpany. In
584| no event shall a limted apportionnment conpany be required to
585| participate in the portion of any assessnent, within the high-
586| risk account, pursuant to sub-subparagraph (b)3.a. or sub-

587| subparagraph (b)3.b. in the aggregate which exceeds $50 mllion
588| after paynent of available high-risk account funds in any

589| cal endar year. However, a |imted apportionnent conpany shal

590 collect fromits policyhol ders any energency assessnent inposed
591| wunder sub-subparagraph (b)3.d. The plan shall provide that, if
592| the office determi nes that any regul ar assessnent will result in
593| an inpairnment of the surplus of a limted apportionment conpany,
594| the office may direct that all or part of such assessnent be
595 deferred as provided in subparagraph (g)4. However, there shal
596 be no limtation or defernent of an emergency assessnent to be
597| collected from policyhol ders under sub-subparagraph (b)3.d.

598 15. Must provide that the corporation appoint as its

599| Ilicensed agents only those agents who al so hold an appoi nt nent
600| as defined in s. 626.015(3) with an insurer who at the tinme of
601| the agent's initial appointnent by the corporation is authorized

602| to wite and is actually witing personal |ines residential
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603| property coverage, comrercial residential property coverage, or
604| commercial nonresidential property coverage within the state.

605 16. Mist provide that for each carrier renoving policies

606| by assunption fromthe personal |ines account of the corporation

607| that carrier shall receive a m ninum per policy bonus equal to

608| 12.5 percent of witten premiumfor a mninumof 10,000 policies

609| renpved with wi nd coverage in coastal counties, 15 percent of

610 witten premumfor a mnimumof 30,000 policies renbved with

611| wi nd coverage in coastal counties, and 17.5 percent of witten

612| premumfor a mninmumof 50,000 policies renoved with w nd

613| coverage in coastal counties. In order to be eligible for such

614| per-policy bonus, the carrier nust offer to i ssue and renew the

615| carrier's policy for a period of 3 years subsequent to the

616| expiration of the assuned policy. The carrier shall nonet hel ess

617| be eligible for such per-policy bonus if the policy is

618| voluntarily termnated by the insured at any tine subsequent to

619| the insured's initial acceptance of coverage fromthe carrier.

620| Cancellation of a policy for nonpaynent of prem um by the

621| insured shall be deened a voluntary terni nation by the insured.

622| Failure of the insured to accept the carrier's offer of renewal,

623| if such renewal is in accordance with the corporation's plan of

624| operations, shall be deened a voluntary term nation by the
625| insured.

626 (d)1. It is the intent of the Legislature that the rates
627| for coverage provided by the corporation be actuarially sound

628| and not conpetitive with approved rates charged in the adnmitted

629| voluntary market, so that the corporation functions as a

630| residual nmarket nechanismto provide insurance only when the
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631| insurance cannot be procured in the voluntary market. Rates
632| shall include an appropriate catastrophe | oading factor that

633| reflects the actual catastrophic exposure of the corporation.
634 2. For each county, the average rates of the corporation
635| for each line of business for personal |ines residential

636| policies excluding rates for wind-only policies shall be no

637| |ower than the average rates charged by the insurer that had the
638| highest average rate in that county anong the 20 insurers with
639| the greatest total direct witten premumin the state for that
640| |ine of business in the preceding year, except that with respect
641| to nobile home coverages, the average rates of the corporation
642| shall be no |lower than the average rates charged by the insurer
643| that had the highest average rate in that county anong the 5
644| insurers with the greatest total witten prem umfor nobile hone
645| owner's policies in the state in the precedi ng year.

646 3. Rates for personal lines residential w nd-only policies
647| nust be actuarially sound and not conpetitive with approved

648| rates charged by authorized insurers. Hewever—for—personal-

649 . . . y - . A .
650
651
652
653
654
655
656
657
658
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660 3—as—adju d—fo oV-er-3
661| surcharges— Corporation rate manuals shall include a rate
662| surcharge for seasonal occupancy. To ensure that personal |ines

663| residential w nd-only rates effeectiveon-oraftterJuly—1—2004—-

664| are not conpetitive with approved rates charged by authorized
665| insurers, the corporation, in conjunction with the office, shal
666| develop a wind-only ratenaki ng net hodol ogy, whi ch net hodol ogy
667| shall be contained in each a rate filing nmade by the corporation
668| with the office byJandary—1,—2004. If the office thereafter
669| determines that the wind-only rates or rating factors filed by
670| the corporation fail to conply with the wi nd-only ratenaking

671| nethodol ogy provided for in this subsection, it shall so notify
672| the corporation and require the corporation to anend its rates

673| or rating factors to cone into conpliance within 90 days of

674| notice fromthe office. Fhe—office—shall—+eport—tothe-Speaker

675| of the House of Representativesand the Presidentof the Senate
676 o : .

677
678 4. The provisions of subparagraph 2. do not apply to

679| coverage provided by the corporation in any county for which the

680| office deternm nes that a reasonabl e degree of conpetition does

681| not exist for personal |ines residential policies. The

682| provisions of subparagraph 3. do not apply to coverage provided

683| by the corporation in any county for which the office detern nes

684| that a reasonabl e degree of conpetition does not exist for

685| personal lines residential policies in the area of that county

686 which is eligible for wind-only coverage. In such counties, the
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687| rates for personal lines residential coverage shall be

688| actuarially sound and not excessive, inadequate, or unfairly

689| discrinmnatory and are subject to the other provisions of the

690| paragraph and s. 627.062. The comm ssion nay adopt rul es

691| establishing the criteria for determ ning whether a reasonabl e

692| degree of conpetition exists for personal |ines residentia

693| policies. Beginning Cctober 1, 2005, and each 6 nonths

694| thereafter, the office shall determ ne and identify those

695| counties for which a reasonabl e degree of conpetition does not

696| exist for purposes of subparagraphs 2. and 3., respectively.

697 5.4~ Rates for commercial |ines coverage shall not be
698| subject to the requirenents of subparagraph 2., but shall be
699| subject to all other requirenents of this paragraph and s.
700 627.062.

701 6.5~ Nothing in this paragraph shall require or allow the
702| corporation to adopt a rate that is inadequate under s. 627.062.
703 7.6— The corporation shall certify to the office at |east
704| twice annually that its personal lines rates conply with the

705| requirenents of this paragraph subparagraphs—1t—and—2. |If any

706| adjustnment in the rates or rating factors of the corporation is

707| necessary to ensure such conpliance, the corporation shall nake
708| and inplenment such adjustnents and file its revised rates and
709| rating factors with the office. If the office thereafter

710| determnes that the revised rates and rating factors fail to
711| conmply with the provisions of this paragraph subparagraphs—1-—
712| and—=2-, it shall notify the corporation and require the

713| corporation to anend its rates or rating factors in conjunction

714 with its next rate filing. The office nust notify the
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715| corporation by electronic neans of any rate filing it approves
716| for any insurer anong the insurers referred to in subparagraph
717 2.

718 8.4 In addition to the rates otherw se determ ned

719| pursuant to this paragraph, the corporation shall inpose and
720| collect an anount equal to the premiumtax provided for in s.
721| 624.509 to augnent the financial resources of the corporation.
722 9.84a~ To assist the corporation in devel opi ng additi onal
723| ratemaking nmethods to assure conpliance with this paragraph

724| subparagraphs—1—and -4, the corporation shall appoint a rate

725| net hodol ogy panel consisting of one person recommended by the

726| Florida Association of Insurance Agents, one person recomended
727| by the Professional |nsurance Agents of Florida, one person

728| recomended by the Florida Association of |nsurance and

729| Financial Advisors, one person recommended by the insurer with
730| the highest voluntary narket share of residential property

731| insurance business in the state, one person reconmended by the
732| insurer with the second-hi ghest voluntary narket share of

733| residential property insurance business in the state, one person
734| recommended by an insurer witing commercial residential

735| property insurance in this state, one person recomended by the
736 Ofice of Insurance Regul ation, and one board nenber desi gnated
737| by the board chairman, who shall serve as chairman of the panel
738
739
740
741
742

Page 27 of 37

CODING: Words stricken are deletions; words underlined are additions.
hb1937-01-c1



F L OR 1 DA H O U S E O F R EPRESENTATI V E S

HB 1937 2005

743
744
745
746
747
748
749
750
751
752
753
754
755
756
757
758
759
760
761 10. 9~ By January—1—2004- The corporation shall develop a

762| notice to policyholders or applicants that the rates of Ctizens

763| Property Insurance Corporation are intended to be higher than

764| the rates of any admtted carrier except when the provisions of

765| subparagraph 4. apply and providing other information the

766| corporation deens necessary to assist consuners in finding other
767| voluntary admtted insurers willing to insure their property.
768 Section 6. Subsection (1) of section 627.411, Florida

769| Statutes, is anended to read:

770 627.411 G ounds for disapproval.--
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771 (1) The office shall disapprove any formfiled under s.
772| 627.410, or wi thdraw any previous approval thereof, only if the
773 form

774 (a) Is in any respect in violation of, or does not conply
775 with, this code.
776 (b) Contains or incorporates by reference, where such

777| incorporation is otherw se perm ssible, any inconsistent,

778| anbi guous, or msleading clauses, or exceptions and conditions
779 which deceptively affect the risk purported to be assuned in the
780| general coverage of the contract.

781 (c) Has any title, heading, or other indication of its

782| provisions which is m sl eading.

783 (d) Is printed or otherw se reproduced in such manner as
784| to render any material provision of the form substantially

785| illegible.

786 (e) Contains provisions that are unfair or inequitable or

787| contrary to the public policy of this state or that encourage

788| m srepresentation.
789 (f)¢te)y |Is for health insurance, and:
790 1. Provides benefits that are unreasonable in relation to

791| the prem um charged. -
792 2—Contalns—provisions—thatareunfalr—or ineguitable or

793| contrary-to-the public policy of this state or that encourage
794 m-srepresentation-

795 2.3~ Contains provisions that apply rating practices that

796| result in unfair discrimnation pursuant to s. 626.9541(1)(q9)2.

797 (9) ) Excludes coverage for human i nmunodefi ci ency virus

798| infection or acquired inmune deficiency syndrone or contains
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799| l|imtations in the benefits payable, or in the terns or

800| conditions of such contract, for human i nmunodefi ci ency virus
801| infection or acquired i mune deficiency syndrone which are
802| different than those which apply to any other sickness or

803| nedical condition.

804 Section 7. Subsections (1) and (7) of section 627.7015,
805| Florida Statutes, are anended to read:

806 627. 7015 Alternative procedure for resolution of disputed
807| property insurance clains.--

808 (1) PURPCSE AND SCOPE. --This section sets forth a

809 nonadversarial alternative dispute resolution procedure for a
810| nediated claimresolution conference pronpted by the need for
811| effective, fair, and tinmely handling of property insurance
812| clainms. There is a particular need for an infornal

813| nonthreatening forumfor hel ping parties who elect this

814| procedure to resolve their clains disputes because nost

815| honmeowner's and comercial residential insurance policies

816| obligate insureds to participate in a potentially expensive and
817| time-consum ng adversarial appraisal process prior to

818| litigation. The procedure set forth in this section is designed
819 to bring the parties together for a nediated clains settl enent
820| conference wi thout any of the trappings or drawbacks of an

821| adversarial process. Before resorting to these procedures,

822| insureds and insurers are encouraged to resolve clains as

823| quickly and fairly as possible. This section is available with

824| respect to clains under personal |ines and comerci al

825| residential policies for all claimnts and insurers prior to

826 commencing the appraisal process, or comencing litigation. If
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827| requested by the insured, participation by |egal counsel shal
828| be permtted. Mediation under this section is also available to
829| Ilitigants referred to the departnent by a county court or

830| circuit court. This section does not apply to conmerci al

831| coverages, to private passenger notor vehicle insurance

832| coverages, or to disputes relating to liability coverages in
833| policies of property insurance.

834 (7) 1f the insurer fails to conply with subsection (2) by

835 failing to notify a first-party clainmant of its right to

836| participate in the nediation programunder this section or if

837| the insurer requests the nediation, and the nediation results
838| are rejected by either party, the insured shall not be required
839 to submt to or participate in any contractual |oss appraisa
840| process of the property | oss danage as a precondition to | egal
841| action for breach of contract against the insurer for its

842| failure to pay the policyholder's clains covered by the policy.

843 Section 8. Section 627.706, Florida Statutes, is anmended
844| to read:

845 627. 706 Sinkhol e insurance; definitions.--

846 (1) Every insurer authorized to transact property

847| insurance in this state shall nake avail abl e coverage for

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

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

850| in the formto which the sinkhole coverage attaches.
851 (2) As used in this section and s. 627.7065, and as used
852| in connection with any policy providing coverage for sinkhole

853| | osses:
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854 (a) "Sinkhole" neans a | andf orm created by subsi dence of

855| soil, sedinent, or rock as underlying strata are di ssol ved by

856| ground water. A sinkhole nay form by coll apse i nto subterranean

857| voids created by dissolution of |inestone or dol ostone or by

858| subsidence as these strata are di ssol ved.

859 (b) "Sinkhole | oss" nmeans structural damage to a the

860| building caused by sinkhole activity. Contents coverage shal

861| apply only if there is structural danage to the buil di ng caused

862| by sinkhole activity. Building coverage shall apply only to the

863| reasonable costs to stabilize the land and building if necessary

864| and to repair the danage to the foundation, subject to the

865| coverage and terns of the policy.

866 (c)&3)> "Sinkhole activity less" neans actual physical

867| damage to the covered property cevered arising out of or caused
868| by sudden settlenent or coll apse of the earth supporting such
869| property only when such settlenment or collapse results from

870 novenent or raveling of soils, sedinents, or rock materials from

871| the surface into subterranean voids created by the effect aetion

872 of water on a linmestone or simlar rock formation.

873 (3)&4)> Every insurer authorized to transact property

874| insurance in this state shall nake a proper filing with the

875| office for the purpose of extending the appropriate forns of
876| property insurance to include coverage for insurable sinkhole
877| | osses.

878 Section 9. Section 627.7065, Florida Statutes, is created
879| to read:
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880 627. 7065 Dat abase of infornation relating to sinkhol es;

881| the Departnent of Financial Services and the Departnent of

882 Envi ronnental Protection. --

883 (1) The Legislature finds that there has been a dramatic

884| increase in the nunber of sinkholes and i nsurance clains for

885| sinkhole danage in the state during the past 10 years.

886| Accordingly, the Legislature recognizes the need to track

887| current and past sinkhole activity and to nake the information

888| available for prevention and renedi ation activities. The

889| Legislature further finds that the Fl ori da Geol ogi cal Survey of

890| the Department of Environmental Protection has created a parti al

891| database of sone sinkholes identified in Florida, although the

892| database is not reflective of all sinkholes or insurance clains

893| for sinkhole damage. The Legislature determnes that creating a

894| conplete electronic database of sinkhole activity serves an

895| inportant purpose in protecting the public and in studying

896| property clains activities in the insurance industry.

897 (2) The Departnent of Financial Services, including the

898| enpl oyee of the Division of Consunmer Services designated as the

899| prinary contact for consuners on issues relating to sinkholes,

900| and the Ofice of the I nsurance Consuner Advocate shall consult

901| with the Florida CGeological Survey and the Departnent of

902| Environnental Protection to inplenent a statew de autonated

903| database of sinkholes and related activity identified in the
904| state.

905 (3) Representatives of the Departnent of Financial

906| Services, with the agreenent of the Departnent of Environnental

907 Protection, shall determ ne the formand content of the
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908| database. The content nay include standards for reporting and

909| investigating sinkholes for inclusion in the database and

910| requirenents for insurers to report to the departnments the

911| receipt of clains involving sinkhole |oss and other siml ar

912| activities. The Departnment of Financial Services nay require

913| insurers to report present and past data of sinkhole clains. The

914| database also may include infornation of danmage due to ground

915| settling and ot her subsidence activity.

916 (4) The Departnent of Financial Services may nanage the

917| database or may contract for its managenent and mai nt enance. The

918| Departnent of Environnental Protection shall investigate reports

919| of sinkhole activity and include its findings and investigations
920| in the database.

921 (5) The Departnent of Environnental Protection, in

922| consultation with the Departnment of Financial Services, shal

923| present a report of activities relating to the sinkhol e

924| database, including recomendations regardi ng the dat abase and

925| simlar matters, to the Governor, the Speaker of the House of

926| Representatives, the President of the Senate, and the Chi ef
927| Financial Oficer by Decenber 31, 2005. The report may consider

928| the need for the Legislature to create an entity to study the

929| increase in sinkhole activity in the state and other simlar

930| issues relating to sinkhole danmage, including reconmendati ons

931| and costs for staffing the entity. The report nmay include other

932| infornation, as appropriate.

933 (6) The Departnent of Financial Services, in consultation

934 with the Departnent of Environnental Protection, nmay adopt rul es

935 to inplenent the provisions of this section.
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936 Section 10. The Auditor General shall perform an

937| operational audit, as defined in s. 11.45(1), Florida Statutes,

938| of Citizens Property |Insurance Corporation created under s.
939| 627.351(6), Florida Statutes. The scope of the audit shall al so
940| include:

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

942| custoner service, clains handling, accessibility of policyhol der

943| infornation to the agent of record, take-out prograns, take-out

944| bonuses, and financing arrangenents.

945 (2) An evaluation of costs associated with the

946| adm nistration and servicing of the policies issued by the

947| corporation to determ ne alternatives by which costs can be

948| reduced, custoner service inproved, and cl ains handling

949 i npr oved.
950

951| The audit shall contain policy alternatives for the Legislature

952| to consider. The Auditor General shall submt a report to the

953| Governor, the President of the Senate, and the Speaker of the

954| House of Representatives no |later than February 1, 2006.

955 Section 11. The board of governors of Citizens Property

956| |Insurance Corporation created by section 627.351(6), Florida
957| Statutes, shall, by February 1, 2006, submt a report to the
958| President of the Senate, the Speaker of the House of

959| Representatives, the mnority party | eaders of the Senate and

960| the House of Representatives, and the chairs of the standing

961| conmittees of the Senate and the House of Representatives having

962| jurisdiction over natters relating to property and casualty
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963| insurance. The report shall include the board's findings and

964| recommendations on the foll ow ng issues:

965 (1) The nunber of policies and the aggregate pren um of

966| Citizens Property |Insurance Corporation, before and after

967| enactnent of this act, and projections for future policy and

968| prenm um gr ow h.

969 (2) Increases or decreases in availability of residential

970| property coverage in the voluntary market and the effectiveness

971| of this act in inproving the availability of residential

972| property coverage in the voluntary narket in the state.

973 (3) The board's efforts to depopul ate the corporation and

974 the willingness of insurers in the voluntary market to avail

975| thensel ves of depopul ation incentives.

976 (4) Further actions that could be taken by the Legislature

977| to inprove availability of residential property coverage in the

978| voluntary and residual narkets.

979 (5) Actions that the board has taken to restructure the

980| corporation and reconmendations for |egislative action to

981| restructure the corporation, including, but not limted to,

982| actions relating to clains handling and custoner service.

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

984| providing funding to ensure the continued sol vency of the

985| corporation

986 (7) The corporation's efforts to procure catastrophe

987| reinsurance to cover its projected 100-year probabl e naxi mum

988| loss with specification as to what best efforts were nade by the

989| corporation to procure such reinsurance.
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990 (8) Such other issues as the board determ nes are worthy

991| of the Legislature's consideration.
992 Section 12. (1) Section 2 of this act shall take effect
993| on the sane date that House Bill 1939 or simlar |egislation

994| takes effect, if such legislation is adopted in the sane

995| legislative session or an extension thereof and becones a | aw.

996 (2) Section 3 of this act shall take effect on the sane

997| date that House Bill 1939 or simlar |egislation takes effect,

998| if such legislation is adopted in the sane | egislative session

999| or an extension thereof and becones a | aw.

1000 Section 13. Except as otherw se provided herein, this act
1001| shall take effect July 1, 2005.
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