Fl ori da Senate - 2005 SB 2414
By Senator Garcia

40- 1381- 05

1 A Dbill to be entitled

2 An act relating to insurance; creating s.

3 627.40951, F.S.; providing legislative findings

4 and intent; providing for an advisory

5 committee; providing for nmenbership; providing

6 authority for the Ofice of Insurance

7 Regul ation to require standard residentia

8 property insurance policies; anmending s.

9 627.4143, F.S.; requiring insurers to provide
10 personal |ines property insurance policyhol ders
11 with a checklist of itenms contained in
12 policies; prescribing elements to be contained
13 in the checklist; requiring the checklist and
14 outline of insurance coverage to be sent with
15 each renewal ; clarifying that honmeowners
16 i nsurance includes nobile honeowners',

17 dwel 1'i ng, and condomi ni um unit owners

18 i nsurance for purposes of the outline of

19 coverage; anending s. 627.701, F.S.; requiring

20 insurers to provide witten notice explaining

21 hurri cane deductible options for residentia

22 property insurance policies to policyhol ders;

23 provi ding an effective date.

24

25| Be It Enacted by the Legislature of the State of Florida:
26

27 Section 1. Section 627.40951, Florida Statutes, is
28| created to read:

29 627.40951 Standard personal lines residentia

30| insurance policy.--

31
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1 (1) The Legislature finds that many consuners who

2| filed property loss clainms as a result of the hurricanes that
3| struck this state in 2004 were inadequately insured due to the
4| difficulty consuners encounter in trying to understand the

5| conplex nature of property insurance policies. The purpose and
6| intent of this section is to have property and casualty

7| insurers offer standard personal lines residential property

8| insurance policies and standard checklists of policy contents,
9| in accordance with s. 627.4143, to consuners and to ensure

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

11| format with easily readable | anguage that will enable nopst

12| consuners to understand the principal benefits and coverage

13| provided in the policy; the principal exclusions and

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

16| Linmtations or reductions; and any additional coverage

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

19 (2) The Chief Financial Officer shall appoint an
20| advisory conmittee conposed of two representatives of insurers
21| currently selling personal lines residential property
22| insurance coverage, two representatives of property and
23| casualty agents, two representatives of consuners, two
24| representatives of the Conmm ssioner of Insurance Requlation
25| and the Insurance Consumer Advocate or her or his designee.
26| The Chief Financial Oficer or her or his designee shall serve
27| as chair of the conmittee. The committee shall develop policy
28| langquage for coverage that represents general industry
29| standards in the market for conprehensive coverage under
30| personal lines residential insurance policies and shal
31| develop a checklist to be used with each type of persona
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lines residential property insurance policy. The conmittee

shall review policies and related forns witten by |nsurance

Services Ofice, Inc. The conmmittee shall file a report

containing its recommendations to the office by January 1,

2006.

(3) |If the Conmi ssioner of |nsurance Regul ation

accepts the recommendations of the comm ttee, the conm SSioner

shall issue an order approving standard personal |ines

residential insurance policies and a checklist for each type

of personal lines residential insurance policy.

(4 Wthin 12 nonths after the effective date of the

order, each insurer offering simlar coverage shall offer the

standard plan in addition to other products it is authorized

to offer. This does not preclude insurers fromunderwiting

risks to determine eligibility of an applicant in accordance

with the insurer's underwiting guidelines.

(5) After approval of the standard policies, the

commi ssi oner _nmay nmake nodifications to a policy which he or

she finds appropriate as nmarket conditions change and | oss

experience is detern ned for standard policies that have been

i ssued. The conmm ssioner may deternine that nodifications are

necessary if he or she finds that any of the standard policies

are providing coverage that is significantly different than

what the market has available. Mdifications shall be made by

order of the comm ssioner

(6) The Financial Services Commi ssion nmay adopt rules

to admi nister this section.

(7) For purposes of this section, personal lines

residential property insurance includes honeowners', dwelling,

and condomi ni um unit _owners' insurance.

3
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Section 2. Subsection 627.4143, Florida Statutes, is
amended to read:

627.4143 CQutline of coverage.--

(1) No private passenger autonobile or basic
homeowner's policy shall be delivered or issued for delivery
in this state unless an appropriate outline of coverage has
been delivered prior to issuance of the policy or acconpanies
the policy when issued.

(2) The outline of coverage for a private passenger

mot or_vehicle insurance policy shall contain all of the

fol | owi ng:

(a) 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 prem um
is charged, and itenization of the applicable prem um

(b) A sunmary statenent of the principal exclusions
and limtations or reductions contained in the policy by class
or type, including, but not Iinmted to, deductibles,
coi nsurance, and any other limtations or reductions.

(c) A sunmary statenent of any renewal or cancellation
provi si ons.

(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

4
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coverage, rather than solely a reference to a formor code
nunber .

(f) Fer—a—privatepassenger—mptor—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' npbile honeowners', dwellinag,

or condom niumunit owners' policy may not be delivered or

issued for delivery in this state unless a checklist of

coverage and an appropriate outline of coverage has been

delivered prior to issuance of the policy or acconpani es the

policy when issued. Insurers nust use the checklists devel oped

pursuant to s. 627.40951

(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

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. Linmts of

liability shall be listed for each item The checklist nust

include, but is not limted to, the follow ng:

1. Covered real property. ltens for this category

shall be broader than sinply listing "dwelling." It shal

include references to specific property in the category of

attached and unattached structures that nmay be covered in a

typical policy. It shall include references to whether

5
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coverage for dammged property is based on replacenent cost

coverage or actual cash val ue coverage.

2. Primary exclusions fromreal property coverage

shall be listed after the real property coverage itens.

3. Personal property coverage.

4. Primary exclusions from personal property coverage

itens shall be listed after the personal property coverage.

5. Personal liability coverage.
6. Primary exclusions frompersonal liability coverage
shall be listed after the personal liability coverage itens.

7. Medical paynents coverage

8. Primary discounts that are avail abl e.

9. Hurricane deductibles that are available. The

notice to consunmers set forth in s. 627.701(3)(c) shall be set

forth imediately following the |ist of deductibles.

10. References to specific additional property

coverage that nmay be provided through any rider or

endorsenent. This shall include building ordinance or | aw

coverage, personal injury endorsenents, notor vehicle

endorsenents, jewelry, furs, and comrunication property

endorsenents, hone business endorsenents, and replacenent cost

endorsenent _for contents.

11. Covered perils.

12.  Excluded perils.

(b) 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
6
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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.
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.

(463> The outline of coverage for a private passenger

notor vehicle policy is required only on the initial policy

i ssued 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 followi ng outline of coverage_or checklist is for

i nformati onal purposes only. Florida |aw prohibits this

outline_or checklist fromchanging any of the provisions of

the insurance contract which is the subject of this outline.
Any endorsenment regardi ng changes in types of coverage,
exclusions, limtations, reductions, deductibles, coinsurance,
renewal provisions, cancellation provisions, surcharges, or

credits will be sent separately."

7
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(6)€65> Neither this section nor the outline of
coverage or checklist mandated by this section alters or
nodi fies the terns of the insurance contract, creates a cause
of action, or is admissible in any civil action.

Section 3. Subsection (3) of section 627.701, Florida
Statutes, as anended by section 4 of chapter 2004-480, Laws of
Florida, is amended to read:

627.701 Liability of insureds; coinsurance;
deducti bl es. - -

(3)(a) A policy of residential property insurance
shall include a deductible anmount applicable to hurricane er
wi-rd | osses no | ower than $500 and no higher than 2 percent of
the policy dwelling Iimts with respect to personal |ines
residential risks, and no higher than 3 percent of the policy
limts with respect to conmmercial |lines residential risks;
however, if a risk was covered on August 24, 1992, under a
policy having a higher deductible than the deductibles all owed
by this paragraph, a policy covering such risk may include a
deducti bl e no higher than the deductible in effect on August
24, 1992. Notwi thstanding the other provisions of this
par agr aph, a personal lines residential policy covering a risk
val ued at $50,000 or less may include a deductibl e anmount
attributable to hurricane er—wnd | osses no | ower than $250,
and a personal lines residential policy covering a risk val ued
at $100,000 or nore may include a deductibl e anmount
attributable to hurricane e—wnd | osses no higher than 5
percent of the policy limts unless subject to a higher
deducti bl e on August 24, 1992; however, no maxi mum deducti bl e
is required with respect to a personal lines residentia
policy covering a risk valued at nore than $500,000. An
insurer may require a higher deductible, provided such

8
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1| deductible is the sane as or simlar to a deductible program
2| lawfully in effect on June 14, 1995. |In addition to the

3| deducti bl e anmounts authorized by this paragraph, an insurer

4| may al so offer policies with a copaynent provision under

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

7| hurricane er—wind | osses.

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

9| prior to issuing a personal lines residential property

10| insurance policy on or after April 1, 1996, or prior to the

11| first renewal of a residential property insurance policy on or
12| after April 1, 1996, the insurer nmust offer alternative

13| deducti bl e amounts applicable to hurricane e—wmnrd | osses

14| equal to $500 and 2 percent of the policy dwelling limts,

15| unless the 2 percent deductible is I ess than $500. Fhre—witten
16| neotiee—-oftheoffer—shall—speeifythehurricane—or—wnd

17| deduetibletobe—apptHedintheevent—thattheapptecant—oer
18| petieyholder—faits—to—affirmativelyr—ehoose—ahurriecane

23| previde—such—netice——eoenstitutes—avielatien—efthisecedebut
24 | dees—not—affeetthecoverageprovided—under—thepotiey—

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

26| deductible programlawfully in effect on June 14, 1995, or to

N
~

any simlar deductible program if the deductible program

N
(o]

requires a m ni num deducti bl e ampbunt of no |less than 2 percent

N
©

of the policy limts.

w
o

3. Wth respect to a policy covering a risk with
dwelling limts of at |east $100, 000, but |ess than $250, 000,
9
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the insurer may, in lieu of offering a policy with a $500
hurri cane er—wind deducti ble as required by subparagraph 1.
offer a policy that the insurer guarantees it will not
nonrenew for reasons of reducing hurricane |oss for one
renewal period and that contains up to a 2 percent hurricane
e—wind deductible as required by subparagraph 1

4, Wth respect to a policy covering a risk with
dwelling limts of $250,000 or nore, the insurer need not
of fer the $500 hurricane er—w-nd deductible as required by
subpar agraph 1., but nust, except as otherw se provided in
this subsection, offer the 2 percent hurricane er—wnd
deducti bl e as required by subparagraph 1

(c) Before issuing a personal lines residentia

property insurance policy and before each renewal thereof, an

insurer nust provide each policyholder and applicant with a

notice of the availability of the deductible anpunts that

insurers are required to offer and any other deductibl e that

the insurer chooses to offer which is not prohibited by this

section. The notice shall be on a form approved by the office.

The formshall fully advise the policyholder or applicant of

the nature of the deductible, including the fact that higher

deductibles result in lower premiuns but will also result in

hi gher out - of - pocket expenses to the policyholder in the event

of a hurricane danmange claim_ For each percentage deducti bl e

avai l able to the policyholder or applicant, the form shal

include the dollar ampunt of the deduction which will result

fromapplication of the percentage deductible. The headi ng of

the formshall be in 12-point bold type and shall state: "You

are required by Florida |aw to choose a deductible that will

apply to any clains that you may have with your insurer as a

result of dannge to your residence by a hurricane. This form
10
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1| explains the deductible options that your insurer is required

2| or permitted to offer to you. Please read carefully." If this

3| formis signed by the named insured, it will be conclusively

4| presunmed that there was an inforned, know ng selection of the

5| ampunt of the deductible. Such notice shall provide for a

6| neans to allow the policyholder or applicant to select the

7| deductible. The failure to provide such notice constitutes a

8| violation of this code but does not affect the coverage

9| provided under the policy.

10 (d)ée> 1In order to provide for the transition from

11| wind deductibles to hurricane deductibles as required by this

12| subsection, an insurer is required to provide w nd deducti bl es

13| nmeeting the requirenents of this subsection until the

14| effective date of the insurer's first rate filing nmade after

15| January 1, 1997, and is thereafter required to provide

16| hurricane deductibles neeting the requirenments of this

17| subsecti on.

18 Section 4. This act shall take effect July 1, 2005

19

20 e

21 SENATE SUMVARY

22 Aut hori zes the Ofice of Insurance Regulation to require
standard personal |ines residential insurance policies

23 and specified information or checklists in the policies.
Provi des for an advisory committee to make

24 recommendations with respect to standard policies.
Prescri bes additional information that nmust be provided

25 with respect to hurricane deductibles. Deletes provisions

06 relating to wind | osses and deducti bl es.

27

28

29

30

31
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