Fl ori da Senate - 2006 CS for CS for SB 1980

By the Conmmittees on Ways and Means; Banking and | nsurance;
and Senator CGarcia

576-2242-06

1 A Dbill to be entitled

2 An act relating to property insurance; anending
3 s. 215.555, F.S.; redefining the term"| osses"
4 revising certain reinmbursenment contract

5 criteria; revising certain reinbursenent

6 prem um requi renents; deleting a requirenent

7 t hat bonds be validated; revising certain

8 revenue bond energency assessnent requirenents;
9 speci fying prem uns that are subject to

10 assessnent; revising the date on which the

11 exenption of nedical mal practice premunms from
12 energency assessnments is repealed; creating s.
13 215.558, F.S.; creating the Hone Retrofit

14 Har deni ng Program providing eligibility

15 criteria and guidelines for awardi ng funds

16 under the program providing linmts on grant

17 anounts and on admini strative expenses;

18 creating s. 215.5586, F.S.; providing a

19 purpose; requiring the Department of Comunity
20 Affairs to establish a wind certification and
21 hurri cane mitigation inspection program
22 speci fying i nspection requirenents; providing
23 qualification requirenments for inspection
24 provi ders; requiring the departnment to adopt
25 rul es; amending s. 193.155, F.S.; providing
26 that certain changes made to honestead property
27 for hurricane danage mitigation do not increase
28 the assessed value of the property; creating s.
29 252.63, F.S.; providing purpose and intent;
30 provi di ng powers of the Commr ssioner of
31 I nsurance Regul ation during a state of
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1 energency; authorizing the commi ssioner to

2 i ssue certain orders in a state of energency;

3 provi ding for effect and duration of such

4 orders; providing for legislative termnation

5 of such orders; requiring the conm ssioner to

6 publi sh such orders and an expl anatory

7 statement; prescribing additional duties of the
8 conmi ssioner with respect to mtigation of

9 consequences of emergencies; anending s.

10 626.918, F.S.; authorizing certain letters of
11 credit to fund a surplus lines insurer's

12 required policyhol der protection trust fund;

13 defining the term"qualified United States

14 financial institution"; anending s. 627.062

15 F.S.; requiring the chief executive officer and
16 the chief financial officer of each property

17 insurer, or its certified public accountant

18 acting on its behalf, to sign a statenent of

19 certification, sworn under oath, to acconpany
20 the rate filing; revising factors to be used in
21 reviewing rate filings; providing that, in
22 considering a rate filing, the burden is on the
23 O fice of Insurance Regul ation to establish
24 that costs of reinsurance are excessive,;
25 provi ding that the burden is on the Ofice of
26 I nsurance Regul ation to establish that certain
27 rates are excessive; anmending s. 627.06281
28 F.S.; requiring the public hurricane
29 | oss-projection nodel to be submitted for
30 review by the Florida Comr ssion on Hurricane
31 Loss Projection Methodol ogy; allow ng the
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1 O fice of Insurance Regulation to use the

2 public nodel until the comm ssion determ nes

3 that the public nodel is not accurate or

4 reliable; anmending s. 627.351, F.S.; providing
5 that certain responsibilities of the Ofice of
6 I nsurance Regul ation with respect to the plan
7 of operation of Citizens Property Insurance

8 Corporation be assunmed by the Financia

9 Servi ces Conmi ssion; defining the terms

10 "honestead property" and "nonhonest ead

11 property" for use with respect to Citizens

12 Property Insurance Corporation; limting

13 eligibility for personal l|ines coverage by the
14 corporation; directing the corporation board to
15 reduce or, with approval by necessary parties,
16 restructure existing debt; requiring a report
17 with respect thereto; providing for a reduction
18 i n aggregate amount of a regul ar assessnent in
19 certain circunstances; requiring the executive
20 director of the corporation to be confirmed by
21 the Senate; deleting authority of the Chief
22 Financial O ficer to review corporate
23 enpl oyees; prescribing a 10-day waiting period
24 for applications for coverage for a new policy;
25 aut hori zi ng exceptions; redesignating the
26 mar ket equal i zation surcharge as a Citizens
27 pol i cyhol der surcharge and providing for its
28 cal cul ation; prescribing an additiona
29 surcharge on deficit assessnments for certain
30 nonhonmest ead property; providing for optiona
31 paynment plans; requiring insurers to provide
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1 cl ai ns-adj usting services for certain w nd

2 coverage in certain circunstances; requiring

3 prospective senior nanagenent enpl oyees of the
4 corporation to successfully pass a background
5 check; requiring enpl oyees of the corporation
6 to sign annually a statenent that they have no
7 conflict of interest; providing that senior

8 managers and nenbers of the board of governors
9 are subject to the code of ethics and nmust file
10 financi al disclosure; prohibiting enpl oyees and
11 menbers of the board of governors from

12 accepting gifts or expenditures froma persons
13 or entity, or enployee thereof, which has or is
14 under consideration for a contract with the

15 corporation; providing penalties; providing a
16 limtation on senior nanagers' representation
17 of persons before the corporation after

18 retirement or termination of enploynment and on
19 enpl oynment with an insurer that has received a
20 t ake- out bonus; prescribing guidelines for
21 pur chases of goods and services; providing
22 gui del i nes on use of outside counsel
23 prohibiting the corporation fromretaining a
24 | obbyi st; authorizing full-tinme enployees to
25 regi ster and engage in | obbying; creating the
26 O fice of Internal Auditor and prescribing its
27 duties; providing record-retention
28 requi renents; requiring establishment of a unit
29 or division to investigate clainms involving
30 possi bl e fraud agai nst the corporation and
31 anot her to receive and respond to consuner
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1 conplaints; requiring a periodic conprehensive
2 mar ket conduct exam nation of the corporation
3 requiring periodic operational audits of the

4 corporation by the Auditor General; prescribing
5 el enents to be included in such audits;

6 providing a rate surcharge for certain

7 nonhonest ead property and property val ued at

8 nore than a certain anount; providing that

9 rates for the corporation are not subject to
10 the requirenments for being nonconpetitive if
11 the Ofice of Insurance Regul ati on nakes a

12 certain determ nation; deleting provisions

13 relating to appoi ntnent of a rate nethodol ogy
14 panel ; providing for use of the public

15 hurri cane | oss-projection nodel in rateneking
16 prescribing requirenents for paying takeout

17 bonuses or paynments to insurers; requiring

18 records of takeout bonuses or other paynents
19 for certain purposes; clarifying that debt
20 obligations of the corporation are not subject
21 to taxation; prohibiting the corporation and
22 ot her persons from maeking certain filings
23 under, or becomi ng a debtor under, the federa
24 Bankrupt cy Code; postponing the dates by which
25 t he boundaries of high-risk areas nust be
26 reduced; requiring a study of the viability of
27 aut horized insurers issuing and servicing, for
28 a fee, certain high-risk insurance policies;
29 requiring a report to legislative | eaders;
30 provi ding applicability of specified provisions
31 relating to assessnments and surcharges;
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1 anmendi ng s. 627.3511, F.S.; extending the

2 period for which an insurer that assunes

3 Citizens Property Insurance Corporation's

4 obl i gati ons under a policy nust renew the

5 repl acenent policy; revising circunstances

6 under which replacenent is not required,

7 anendi ng s. 627.3517, F.S.; providing that an
8 i nsurance risk apportionnent plan

9 policyholder's right to retain his or her

10 current agent does not apply during the first
11 10 days after a new application for coverage
12 has been submitted to Citizens Property

13 I nsurance Corporation; creating s. 627.3519

14 F.S.; requiring the Financial Services

15 Conmmi ssion to report annually to the

16 Legi sl ature on probabl e maxi mum | osses,

17 financing options, and assessnent potentials of
18 the Florida Hurricane Catastrophe Fund and

19 Citizens Property Insurance Corporation

20 anending s. 627.4035, F.S.; providing for a

21 wai ver of a written authorization requirenent
22 to pay clains by debit card or other electronic
23 transfer; creating s. 627.6121, F.S.

24 prescribing circunstances under which an

25 i nsurer must pay benefits to a primry

26 pol i cyhol der of dual interest property;

27 requiring nortgagehol ders and |ienhol ders be
28 gi ven notice of such paynent; anmending s.

29 627.7011, F.S.; limting certain |aw and

30 ordi nance coverage; providing that the section
31 does not prohibit an insurer fromlimting its
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1 liability concerning certain replacenent costs;
2 creating s. 627.7019, F.S.; requiring the

3 Fi nanci al Services Conmi ssion to adopt rules

4 i mposi ng standardi zed requirenments applicable
5 to insurers after certain natural events;

6 providing criteria; providing requirements of

7 the O fice of Insurance Regul ation; anending s.
8 627.706, F.S.; allowing for a deductible anmount
9 applicable to sinkhole losses in a policy for
10 residential property insurance; defining the
11 term "professional engineer"; anending s.

12 627.707, F.S.; revising references to certain
13 engi neers; authorizing insurers to make direct
14 paynment for certain repairs; excluding insurers
15 fromliability for repairs under certain

16 ci rcunst ances; anending s. 627.7072, F.S.

17 revising references to certain engineers;

18 anmending s. 627.7073, F.S.; revising

19 requi renents for sinkhole reports by

20 prof essi onal engi neers and prof essi ona

21 geol ogi sts; providing for the recording of

22 si nkhol e reports by the clerk of court rather
23 than the property appraiser; creating s.

24 627.7074, F.S.; prescribing an alternative

25 met hod for resol ving di sputed sinkhol e

26 i nsurance cl ai nms; providing definitions;

27 prescribi ng procedures for invoking the

28 alternative nmethod; providing that a

29 recommendati on by a neutral evaluator is not

30 bi ndi ng on any party; providing for paynments of
31 costs; requiring the insurer to pay attorney's
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1 fees of the policyholder up to a specified

2 anount under certain conditions; providing that
3 an insurer is not liable for attorney's fees or
4 for certain danages under certain conditions;

5 providing for judicial review, anending s.

6 627.727, F.S.; conformng a cross-reference;

7 anending s. 631.181, F.S.; providing an

8 exception to certain requirenents for a signed
9 statenment for certain clainms related to the

10 i nsol vency of an insurer; providing

11 requi renents; anending s. 631.54, F.S.

12 redefining the term"covered cl aim and

13 defining the term "homeowner's insurance" for
14 pur poses of the Florida Insurance Guaranty

15 Associ ation; amending s. 631.55, F.S.

16 conform ng a cross-reference; anmending s.

17 631.57, F.S.; revising requirenents and

18 limtations for obligations of the Florida

19 I nsurance Guaranty Association for covered
20 clainms; authorizing the association to contract
21 with counties, nunicipalities, and | ega
22 entities to issue revenue bonds for certain
23 pur poses; authorizing the Ofice of Insurance
24 Regul ation to |l evy assessnments and energency
25 assessnments on insurers under certain
26 ci rcunstances for certain bond repaynent
27 pur poses; providing requirements for and
28 limtations on such assessnents; providing for
29 payment, collection, and distribution of such
30 assessnments; requiring insurers to include an
31 anal ysis of revenues from such assessnents in a
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1 required report; providing rate filing

2 requi renents for insurers relating to such

3 assessnents; providing for continuing annua

4 assessments under certain circumnstances;

5 speci fyi ng energency assessnents as not pren um
6 and not subject to certain taxes, fees, or

7 conmmi ssi ons; specifying insurer liability for
8 energency assessnents; providing an exception
9 creating s. 631.695, F.S.; providing

10 | egi sl ative findings and purposes; providing
11 for issuance of revenue bonds through counties
12 and rmunicipalities to fund assi stance prograns
13 for paying covered clainms for hurricane danmage
14 provi di ng procedures, requirenments, and

15 limtations for counties, nunicipalities, and
16 the Florida Insurance Guaranty Associ ation

17 Inc., relating to issuance and validation of
18 such bonds; prohibiting pledging the funds,

19 credit, property, and taxing power of the

20 state, counties, and nunicipalities for paynent
21 of bonds; specifying authorized uses of bond
22 proceeds; limting the term of bonds;

23 speci fying a state covenant to protect

24 bondhol ders from adverse actions relating to
25 such bonds; specifying exenptions for bonds,
26 notes, and other obligations of counties and
27 muni cipalities fromcertain taxes or

28 assessnments on property and revenues;

29 authorizing counties and nmunicipalities to

30 create a legal entity to exercise certain

31 powers; requiring the association to issue an
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1 annual report on the status of certain uses of

2 bond proceeds; providing report requirenents;

3 requiring the association to provide a copy of

4 the report to the Legislature and Chi ef

5 Financial O ficer; prohibiting repeal of

6 certain provisions relating to certain bonds

7 under certain circunstances; anmending s.

8 877.02, F.S.; prohibiting certain solicitations

9 by contractors and other persons providing

10 si nkhol e renedi ati on services; providing

11 penal ti es; providing appropriations; requiring

12 that an appropriation be transferred to

13 Citizens Property Insurance Corporation to

14 reduce the amount of the regul ar assessnent for

15 a specified deficit; requiring the corporation

16 to notify assessable insurers of the amount by

17 whi ch assessnents have been reduced; requiring

18 i nsurers who recoup assessnments to notify

19 pol i cyhol ders of the amount by which the

20 surcharge has been reduced; providing penalties
21 for a violation; defining terns; repealing s.

22 215.559(3), F.S.; deleting the requirenent that

23 the Departnent of Conmunity Affairs develop a

24 | owinterest |oan programfor retrofitting

25 homes; providing effective dates.

26

27| Be It Enacted by the Legislature of the State of Florida:
28

29 Section 1. Effective June 1, 2006, paragraph (d) of
30| subsection (2), paragraphs (c) and (d) of subsection (4),
31| paragraph (b) of subsection (5), and paragraphs (a) and (b) of

10
CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

1| subsection (6) of section 215.555, Florida Statutes, are

2| amended to read:

3 215.555 Florida Hurricane Catastrophe Fund.--

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

5 (d) "Losses" nmeans direct incurred | osses under

6| covered policies, which shall include | osses for additiona

7] living expenses not to exceed 40 percent of the insured val ue
8| of a residential structure or its contents and shall exclude
9| |l oss adjustnment expenses. "Losses" does not include | osses for
10| fair rental value, loss of rent or rental inconme use, or

11| business interruption |osses.

12 (4) REI MBURSEMENT CONTRACTS. - -

13 (c)l. The contract shall also provide that the

14| obligation of the board with respect to all contracts covering
15| a particular contract year shall not exceed the actua

16| cl ai ns-paying capacity of the fund up to alimt of $15

17| billion for that contract year adjusted based upon the

18| reported exposure fromthe prior contract year to reflect the
19| percentage growh in exposure to the fund for covered policies
20| since 2003, provided the dollar growth in the limt may not
21| increase in any year by an anpunt greater than the dollar
22| growt h of the eash balance of the fund as of Decenber 31 as
23| defined by rule which occurred over the prior cal endar year
24 2. In May before the start of the upcom ng contract
25| year and in Cctober during the contract year, the board shal
26| publish in the Florida Adm nistrative Wekly a statenent of
27| the fund' s estimated borrowi ng capacity and the projected
28| bal ance of the fund as of Decenber 31. After the end of each
29| cal endar year, the board shall notify insurers of the
30| estimated borrowi ng capacity and the bal ance of the fund as of
31| Decenber 31 to provide insurers with data necessary to assi st
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themin determining their retention and projected payout from
the fund for |oss reinbursenent purposes. In conjunction with
t he devel opment of the premiumformula, as provided for in
subsection (5), the board shall publish factors or multiples
that assist insurers in determning their retention and

proj ected payout for the next contract year. For al

regul atory and rei nsurance purposes, an insurer nmay cal cul ate
its projected payout fromthe fund as its share of the tota
fund premium for the current contract year nultiplied by the
sum of the projected balance of the fund as of Decenber 31 and
the estimted borrowi ng capacity for that contract year as
reported under this subparagraph.

(d)1. For purposes of determi ning potential liability
and to aid in the sound admi nistration of the fund, the
contract shall require each insurer to report such insurer's
| osses from each covered event on an interimbasis, as
directed by the board. The contract shall require the insurer
to report to the board no |ater than Decenber 31 of each year
and quarterly thereafter, its reinmbursable | osses fromcovered
events for the year. The contract shall require the board to
deternmi ne and pay, as soon as practicable after receiving
these reports of reinbursable |osses, the initial amunt of
rei mbursenent due and adjustnments to this anmount based on
later loss information. The adjustnents to rei nmbursenent
anounts shall require the board to pay, or the insurer to
return, anounts reflecting the nmost recent cal cul ati on of
| osses.

2. In determning reinbursenents pursuant to this
subsection, the contract shall provide that the board shall

o | St e. |bH S€ i HSHH-E+-5—W E Ig €ove ed 99 .e.es,

. . o . . . . |
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11

12

13

14 a.b— Next pay to each insurer such insurer's projected
15| payout, which is the amunt of reinbursenent it is owed, up to
16| an ampunt equal to the insurer's share of the actual prem um
17| paid for that contract year, multiplied by the actua

18| cl ai ms- payi ng capacity available for that contract year

19| provided, entities created pursuant to s. 627.351 shall be

20| further reinbursed in accordance with sub-subparagraph b. e
21 b.e—~ Thereafter, establish the prorated rei nbursenent
22| level at the highest |level for which any renaining fund

23| bal ance or bond proceeds are sufficient to reinburse entities
24| created pursuant to s. 627.351 based on rei nbursabl e | osses
25| exceedi ng the ampunts payabl e pursuant to sub-subparagraph a.
26| b— for the current contract year

27 (5) REI MBURSEMENT PREM UMS. - -

28 (b) The State Board of Adm nistration shall select an
29| i ndependent consultant to develop a formula for deternining
30| the actuarially indicated premumto be paid to the fund. The
31| fornula shall specify, for each zip code or other limted

13
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1| geographical area, the amobunt of premiumto be paid by an

2| insurer for each $1,000 of insured value under covered

3| policies in that zip code or other area. In establishing

4| prem uns, the board shall consider the coverage el ected under
5| paragraph (4)(b) and any factors that tend to enhance the

6| actuarial sophistication of ratemaking for the fund, including
7| deductibles, type of construction, type of coverage provided,
8| relative concentration of risks, afaeter—providingfor—rore

9| rapid—eashbuitdupinthefunduntit—the fundecapacityfoer—a
10| sthgte—hurriecane——seasen—+s—FwyrFunrded~ and ot her such

11| factors deened by the board to be appropriate. The formula my
12| provide for a procedure to determ ne the prenmunms to be paid
13| by new insurers that begin witing covered policies after the
14| begi nning of a contract year, taking into consideration when
15| the insurer starts witing covered policies, the potentia

16| exposure of the insurer, the potential exposure of the fund,
17| the adnministrative costs to the insurer and to the fund, and
18| any other factors deened appropriate by the board. The formula
19| shall include a factor of 25 percent of the fund's actuarially
20| indicated premiumin order to provide for nore rapid cash

21| buildup in the fund. The fornmula nust be approved by unani nous
22| vote of the board. The board may, at any tine, revise the

23| fornula pursuant to the procedure provided in this paragraph.
24 (6) REVENUE BONDS. - -

25 (a) General provisions.--

26 1. Upon the occurrence of a hurricane and a

27| deternmination that the noneys in the fund are or will be

28| insufficient to pay reinmbursenment at the |levels pronised in

29| the rei mbursement contracts, the board nmay take the necessary
30| steps under paragraph (c) or paragraph (d) for the issuance of
31| revenue bonds for the benefit of the fund. The proceeds of

14
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such revenue bonds may be used to meke rei mbursenment paynents
under reinbursenent contracts; to refinance or repl ace

previ ously existing borrowi ngs or financial arrangenents; to
pay interest on bonds; to fund reserves for the bonds; to pay
expenses incident to the issuance or sale of any bond issued
under this section, including costs of validating, printing,
and delivering the bonds, costs of printing the officia
statement, costs of publishing notices of sale of the bonds,
and related adm ni strative expenses; or for such other
purposes related to the financial obligations of the fund as
the board may determ ne. The term of the bonds may not exceed
30 years. The board may pledge or authorize the corporation to
pl edge all or a portion of all revenues under subsection (5)
and under paragraph (b) to secure such revenue bonds and the
board may execute such agreenents between the board and the

i ssuer of any revenue bonds and providers of other financing
arrangenents under paragraph (7)(b) as the board deens
necessary to evidence, secure, preserve, and protect such

pl edge. |f reinmbursenment prem uns received under subsection
(5) or earnings on such prem uns are used to pay debt service
on revenue bonds, such preniunms and earnings shall be used
only after the use of the nobneys derived from assessnents
under paragraph (b). The funds, credit, property, or taxing
power of the state or political subdivisions of the state
shall not be pledged for the paynment of such bonds. The board
may al so enter into agreenents under paragraph (c) or

par agraph (d) for the purpose of issuing revenue bonds in the
absence of a hurricane upon a determ nation that such action
woul d maxinize the ability of the fund to neet future

obl i gati ons.

15
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1 2. The Legislature finds and declares that the

2| issuance of bonds under this subsection is for the public

3| purpose of paying the proceeds of the bonds to insurers,

4| thereby enabling insurers to pay the clainms of policyhol ders
5| to assure that policyholders are able to pay the cost of

6| construction, reconstruction, repair, restoration, and other
7| costs associated with damage to property of policyhol ders of
8| covered policies after the occurrence of a hurricane. Rewvenue
9

10

11

12

13

14 (b) Enmergency assessnents. --

15 1. |If the board deternines that the amount of revenue
16| produced under subsection (5) is insufficient to fund the

17| obligations, costs, and expenses of the fund and the

18| corporation, including repaynent of revenue bonds and that

19| portion of the debt service coverage not met by reinbursenent
20| premiunms, the board shall direct the Ofice of Insurance

21| Regulation to levy, by order, an emergency assessnent on

22| direct premiunms for all property and casualty lines of

23| business in this state, including property and casualty

24| business of surplus |lines insurers regul ated under part VII
25| of chapter 626, but not including any workers' conpensation
26| premiunms or nedical mal practice premiuns. As used in this

27| subsection, the term "property and casualty business" includes
28| all lines of business identified on Form 2, Exhibit of

29| Premiums and Losses, in the annual statenment required of

30| authorized insurers by s. 624.424 and any rul e adopted under
31| this section, except for those lines identified as accident

16
CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

1| and health insurance and except for policies witten under the
2| National Flood Insurance Program The assessnent shall be

3| specified as a percentage of direct witten futdure prem um

4| eoeHeetions and is subject to annual adjustnments by the board
5| teo—+efteet—changes—inrpremurs—sublect—to—assessrents

6| eoHeeted—under—this——subparagraph in order to neet debt

7| obligations. The sane percentage shall apply to all policies
8| in lines of business subject to the assessnent issued or

9| renewed during the 12-nonth period begi nning on the effective
10| date of the assessnent.

11 2. A premiumis not subject to an annual assessnent
12| under this paragraph in excess of 6 percent of premumwth
13| respect to obligations arising out of |osses attributable to
14| any one contract year, and a premumis not subject to an

15| aggregate annual assessment under this paragraph in excess of
16| 10 percent of prem um An annual assessnent under this

17| paragraph shall continue as |ong as watiH the revenue bonds
18| issued with respect to which the assessnent was inposed are
19| outstandi ng, including any bonds the proceeds of which were
20| used to refund the revenue bonds, unless adequate provision
21| has been made for the paynent of the bonds under the docunents
22| authorizing i ssuance of the bonds.

23 3. Energency assessments shall be collected from

24| policyholders. Enmergency assessments shall be remitted by

25| insurers as a percentage of direct witten premiumfor the

26| preceding cal endar quarter as specified in the order fromthe
27| Ofice of Insurance Requl ati on. W-th—+respeet—to—each—insurer
28| eeHeetingpremurs—that—are subjeettotheassesshent—the
29| insurer—shall——celleettheassessrent—at—the samretire—as—i+
30| eeHeets—thepremumpayrent—for—ecachpotey—andshalH—remt+
31| the—assesswent—eoHectedtothe fundor—ecorporation—as

17
CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR 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

Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

 dedi I . I =T :
Regutatien— The office shall verify the accurate and tinely

collection and rem ttance of energency assessnents and shal
report the information to the board in a formand at a tine
speci fied by the board. Each insurer collecting assessnents
shall provide the information with respect to prem unms and
collections as may be required by the office to enable the
office to nmonitor and verify conpliance with this paragraph
4, Wth respect to assessnments of surplus lines
prem uns, each surplus lines agent shall collect the
assessnment at the sane tinme as the agent collects the surplus
lines tax required by s. 626.932, and the surplus |ines agent
shall remt the assessnent to the Florida Surplus Lines
Service OFfice created by s. 626.921 at the same tine as the
agent remts the surplus lines tax to the Florida Surplus
Lines Service Ofice. The enmergency assessnent on each insured
procuring coverage and filing under s. 626.938 shall be
remtted by the insured to the Florida Surplus Lines Service
Ofice at the tinme the insured pays the surplus lines tax to
the Florida Surplus Lines Service Ofice. The Florida Surplus
Li nes Service O fice shall remt the collected assessnments to
the fund or corporation as provided in the order |evied by the
O fice of Insurance Regul ation. The Florida Surplus Lines
Service Ofice shall verify the proper application of such
energency assessnents and shall assist the board in ensuring
the accurate and tinely collection and renittance of
assessnments as required by the board. The Florida Surplus
Lines Service Ofice shall annually cal cul ate the aggregate
written prem um on property and casualty business, other than
wor kers' conpensati on and nedi cal mal practice, procured
t hrough surplus |ines agents and insureds procuring coverage
18
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and filing under s. 626.938 and shall report the information
to the board in a formand at a tinme specified by the board.

5. Any assessnent authority not used for a particular
contract year may be used for a subsequent contract year. If,
for a subsequent contract year, the board determ nes that the
anount of revenue produced under subsection (5) is
insufficient to fund the obligations, costs, and expenses of
the fund and the corporation, including repaynent of revenue
bonds and that portion of the debt service coverage not nmet by
rei mbursenent preniunms, the board shall direct the Ofice of
I nsurance Regul ation to |levy an energency assessment up to an
anount not exceedi ng the anpunt of unused assessnent authority
froma previous contract year or years, plus an additional 4
percent provided that the assessnents in the aggregate do not
exceed the linmts specified in subparagraph 2.

6. The assessnments otherw se payable to the
corporation under this paragraph shall be paid to the fund
unl ess and until the Ofice of Insurance Regul ation and the
Flori da Surplus Lines Service Ofice have received fromthe
corporation and the fund a notice, which shall be concl usive
and upon which they may rely without further inquiry, that the
corporation has issued bonds and the fund has no agreenents in
effect with |ocal governnents under paragraph (c). On or after
the date of the notice and until the date the corporation has
no bonds outstanding, the fund shall have no right, title, or
interest in or to the assessnents, except as provided in the
fund's agreenent with the corporation

7. Enmergency assessments are not prem um and are not
subject to the premiumtax, to the surplus lines tax, to any
fees, or to any conm ssions. An insurer is liable for al
assessnments that it collects and nust treat the failure of an

19
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1| insured to pay an assessnent as a failure to pay the prem um

2| An insurer is not liable for uncollectible assessnents.

3 8. Wien an insurer is required to return an unearned

4| premium it shall also return any collected assessnent

5| attributable to the unearned premium A credit adjustnment to

6| the collected assessnent nay be made by the insurer with

7| regard to future rem ttances that are payable to the fund or

8| corporation, but the insurer is not entitled to a refund.

9 9. When a surplus lines insured or an insured who has
10| procured coverage and filed under s. 626.938 is entitled to
11| the return of an unearned prem um the Florida Surplus Lines
12| Service Ofice shall provide a credit or refund to the agent
13| or such insured for the collected assessnent attributable to
14| the unearned premiumoprior to remtting the emergency
15| assessnment collected to the fund or corporation.

16 10. The exenption of medical mal practice insurance

17| prem uns from energency assessnents under this paragraph is
18| repealed May 31, 2010 286+, and nedical mal practice insurance
19| prem uns shall be subject to energency assessnents

20| attributable to | oss events occurring in the contract years
21| comencing on June 1, 2010 2686+.

22 Section 2. Effective July 1, 2006, section 215.558

23| Florida Statutes, is created to read:

24 215.558 Home Retrofit Hardening Program --The

25| Departnent of Community Affairs shall establish the Home

26| Retrofit Hardening Program The programis a conpetitive grant
27| programto fund inprovenents to hones constructed before the
28| inplenentation of the current Florida Building Code to make
29| themless vulnerable to hurricane damage and to decrease the
30| cost of residential property insurance. Site-built hones,

31| manufactured honmes, and nobile hones are eligible for funding

20
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1| under this program However, the highest priority shall be

2| given to lowinconme honeowners, as defined in s. 420.004(9),
3| who live in wi nd-borne debris regions as defined in the

4| Florida Building Code, which shall be eligible for up to 100
5| percent of the cost of the inprovenents. The next highest

6| priority shall be given to honmestead dwellings insured at

7 |$500, 000 or less and located in the areas designated as

8| high-risk areas for purposes of coverage by the Citizens

9| Property Insurance Corporation, which shall be eligible for up
10| to 50 percent of the cost of the inprovements, with priority
11| within this category given to honmes insured by Citizens. The
12| next highest priority shall be given to all other honestead
13| dwellings insured at $500,000 or less, which shall be eligible
14| for up to 25 percent of the cost of the inprovenents.

15 (1) The programshall be administered by |oca

16| governnents, regional planning councils, or private nonprofit
17| agencies under the overall direction of the department. In

18| order to qualify for funding, the program nust include an

19| inspection of the dwelling to determ ne what nitigation

20| neasures are needed, a neans for verifying that the

21| inprovenents to be paid by the program have been denonstrated
22| to reduce a dwelling's vulnerability to hurricane dammge, and
23| a nmeans for verifying that the proceeds were actually spent on
24| such inprovenents. Funding for the programis contingent upon
25| appropriations. When awarding program funds, the depart nent
26| shall be guided by:

27 (a) The nunber of homes in need of inprovenent.

28 (b) The number of hones located within the w nd-borne
29| debris region and within the high-risk area of Citizens

30| Property Insurance Corporation.

31
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(c) The nunber of persons who will benefit fromthe

i nprovenents.

(d) The nunber of |owincone househol ds and ot her

dwel lings neeting the priority criteria of this section which

will benefit fromthe inprovenents.

(e) The costs per hone to provide inprovenents.

(2) Funds may be used for the follow ng inprovenents

installed in conpliance with Blueprint-for-Safety standards:

(a) Roof deck attachnent;

(b) Secondary water barrier

(c) Roof covering;

(d) Brace gabl e ends;

(e) Reinforce roof-to-wall connections;

(f) Opening protection; and

(d) Exterior doors, including garage doors.

(3) FEach project grant for an individual home retrofit

may not exceed $10, 000.

(4 Administrative costs shall be kept to a mninum

and may not exceed 5 percent of the program fundi ng.

(5) Grantees are encouraged to |everage grant funds

avail abl e under this programw th other avail able funds.

Mat ching funds for a project is not a requirenent. However,

mat chi ng funds from other avail abl e sources nmay be consi dered

by the departnment in the conpetitive-review process.

Section 3. Effective July 1, 2006, section 215.5586,

Florida Statutes, is created to read

215.5586 Wnd certification and hurricane nitigation

i nspections. --

(1) The purpose of this section is to provide w nd

certification and hurricane nmitigation inspections to eligible

honeowners in this state for assistance in retrofitting the
22
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properties of those honeowners to becone | ess vulnerable to

hurri cane danmnge.

(2) The Department of Conmmunity Affairs shal

establish a request for proposals to solicit proposals from

wind certification entities to provide, at no cost to

honeowners, wind certification and hurricane nitigation

i nspections. The inspections provided to honeowners, at a

m ni num_nust _include the foll ow ng:

(a) A hone inspection and report that summari zes the

results and identifies corrective actions a honeowner nmy take

to mtigate hurricane danmmge

(b) A range of cost estinmates regarding the mtigation

features.

(c) Insurer-specific information regardi ng preni um

di scounts correlated to recommended nitigation features

identified by the inspection

(d) A hurricane resistance rating scale specifying the

honme's current, as well as projected, wi nd resistance

capabilities.

(3) To qualify for selection by the departnent as a

provider of wind certification and hurricane mtigation

i nspections, the entity, at a mnimum nust:

(a) Use wind certification and hurricane mtigation

i nspectors who have

1. Prior experience in residential construction or

inspection and have received specialized training in hurricane

nmtigation procedures.

2.  Undergone drug testing and background checks.

3. Been certified, in a manner satisfactory to the

departnent, to conduct the inspections.

23
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(b) Provide a quality assurance program.including a

rei nspecti on_conponent.

(4) The Departnent of Community Affairs shall adopt

rules pursuant to ss. 120.536(1) and 120.54 governing the w nd

certification and wind mitigation inspection program

Section 4. Paragraph (a) of subsection (4) of section
193. 155, Florida Statutes, is anended to read:

193. 155 Honestead assessnents. -- Honmest ead property
shall be assessed at just value as of January 1, 1994.
Property receiving the honmestead exenption after January 1,
1994, shall be assessed at just value as of January 1 of the
year in which the property receives the exenption.

(4)(a) Changes, additions, or inprovenments to
honmest ead property shall be assessed at just value as of the
first January 1 after the changes, additions, or inprovenents

are substantially conpleted. However, the addition of storm

shutters, inpact-resistant glazing, hurricane clips and

straps, garage door bracing, or generators for purposes of

m tigating hurricane dannge and di saster preparedness shal

not be included or otherwi se increase the assessed val ue of

honest ead property.

Section 5. Section 252.63, Florida Statutes, is
created to read

252. 63 Conmm ssioner of Insurance Regul ation; powers in

a _state of energency. --

(1) 1t is the purpose and intent of this section to

provi de the Conmi ssioner of |nsurance Regul ation the authority

to tenporarily nodify or suspend provisions of the Florida

| nsurance Code in order to expedite the recovery of

communi ties affected by a disaster or other energency and

encourage insurance conpanies, entities, and persons subject
24
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to the Florida Insurance Code and the jurisdiction of the

office to neet the insurance needs of such conmmunities.

(2)(a) Wien the Governor declares a state of energency

pursuant to s. 252.36, the conmi ssioner nay issue:

1. One or nmore general orders applicable to al

insurance conpanies, entities, and persons, as defined in s.

624.04, which are subject to the Florida Insurance Code and

serve any portion of the area of the state under the state of

energency; or

2. One or nore specific orders to particular insurance

conpani es, entities, and persons that are subject to the

Florida I nsurance Code, as defined in s. 624.01, which orders

may nmodify or suspend, as to those conpanies, entities, and

persons, all or any part of the Florida |Insurance Code, or _any

applicable rule, consistent with the stated purposes of the

Fl orida | nsurance Code.

(b) An order issued by the conmi ssioner under this

section becones effective upon issuance and continues for 120

days unl ess term nated sooner by the conmi ssioner. The

comi ssi oner_nmay extend an order for one additional period of

120 days if he or she determ nes that the energency conditions

that gave rise to the initial order still exist. By concurrent

resolution, the Legislature may term nate any order issued

under this section.

(3) The conmi ssioner shall publish in the next

avai |l abl e publication of the Florida Adm nistrative Wekly a

copy of the text of any order issued under this section,

together with a statenent describing the nodification or

suspensi on_and expl ai ni ng how the nodification or suspension

will facilitate recovery fromthe energency.

25
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1 (4) The conmi ssioner shall consider on a continuing

2| basis steps that could be taken to mitigate the harnfu

3| consequences of energencies and fromtime to time nmake

4| recommendations to the Legislature and other appropriate

5| private entities regarding such nitigation

6 Section 6. Subsections (1) and (2) of section 626.918

7| Florida Statutes, are anended to read

8 626.918 Eligible surplus lines insurers.--

9 (1) A Ne surplus |lines agent may not shabk place any
10| coverage with any unauthorized insurer which is not then an
11| eligible surplus lines insurer, except as permtted under
12| subsections (5) and (6).

13 (2) An Ne unauthorized insurer may not shatk- be or

14| become an eligible surplus lines insurer unless nmade eligible
15| by the office in accordance with the foll ow ng conditions:

16 (a) Eligibility of the insurer nust be requested in
17| writing by the Florida Surplus Lines Service Ofice. -

18 (b) The insurer must be currently an authorized

19| insurer in the state or country of its domicile as to the kind
20| or kinds of insurance proposed to be so placed and nust have
21| been such an insurer for not less than the 3 years next

22| preceding or must be the wholly owned subsidiary of such

23| authorized insurer or nust be the wholly owned subsidiary of
24| an already eligible surplus Iines insurer as to the kind or
25| ki nds of insurance proposed for a period of not |less than the
26| 3 years next precedi ng. However, the office nmay waive the

27| 3-year requirenent if the insurer provides a product or

28| service not readily available to the consuners of this state
29| or has operated successfully for a period of at |east 1 year
30| next preceding and has capital and surplus of not |ess than
31| $25 mllion., =

26
CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR 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

Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

(c) Before granting eligibility, the requesting
surplus |lines agent or the insurer shall furnish the office
with a duly authenticated copy of its current annual financia
statement in the English | anguage and with all nonetary val ues
therein expressed in United States dollars, at an exchange
rate (in the case of statenments originally nmade in the
currencies of other countries) then-current and shown in the
statenment, and with such additional information relative to
the insurer as the office may request.+

(d)l.a. The insurer nmust have and maintain surplus as
to policyhol ders of not less than $15 million; in addition, an
alien insurer nmust also have and maintain in the United States
a trust fund for the protection of all its policyholders in
the United States under terns deened by the office to be
reasonably adequate, in an anmpunt not less than $5.4 mllion
Any such surplus as to policyholders or trust fund shall be
represented by investnents consisting of eligible investnents
for like funds of |ike donestic insurers under part Il of
chapter 625 provi ded, however, that in the case of an alien
i nsurance conpany, any such surplus as to policyhol ders nmay be
represented by investnents permtted by the domestic regul ator
of such alien insurance conpany if such investnents are
substantially simlar in terms of quality, liquidity, and
security to eligible investnments for |ike funds of Iike

domestic insurers under part |l of chapter 625. Cl ean

irrevocabl e, unconditional, and evergreen letters of credit

issued or confirnmed by a qualified United States financia

institution, as defined in subparagraph 2., may be used to

fund the trust.=

b.2~ For those surplus lines insurers that were
eligible on January 1, 1994, and that maintained their
27
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1| eligibility thereafter, the required surplus as to

2| policyhol ders shall be:

3 (1)a= On Decenber 31, 1994, and until Decenber 30,

4| 1995, $2.5 mllion

5 (I1)b~ On Decenber 31, 1995, and until Decenber 30,

6| 1996, $3.5 million

7 (Ill1)e~ On December 31, 1996, and until Decenber 30,
8| 1997, $4.5 million

9 (UV)d—~ On Decenber 31, 1997, and until Decenber 30,
10| 1998, $5.5 million

11 (M e~ On Decenmber 31, 1998, and until Decenber 30,

12| 1999, $6.5 million

13 (VI)f~ On Decenber 31, 1999, and until Decenber 30,
14| 2000, $8 nmillion

15 (M1)g— On December 31, 2000, and until Decenber 30,
16| 2001, $9.5 million

17 (M11)h— On Decenber 31, 2001, and until Decemnber 30,
18| 2002, $11 nmillion

19 (X))~ On Decenber 31, 2002, and until Decenber 30,
20| 2003, $13 million
21 (X)— On Decenber 31, 2003, and thereafter, $15
22| mllion.
23 C.3— The capital and surplus requirenents as set forth
24| in sub-subparagraph b. subparagraph—2— do not apply in the
25| case of an insurance exchange created by the | aws of
26| individual states, where the exchange maintains capital and
27| surplus pursuant to the requirenments of that state, or
28| maintains capital and surplus in an anpbunt not |ess than $50
29| million in the aggregate. For an insurance exchange which
30| maintains funds in the amount of at least $12 nmillion for the
31| protection of all insurance exchange policyhol ders, each

28
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1| individual syndicate shall maintain mninmmcapital and

2| surplus in an ampunt not less than $3 nmillion. If the

3| insurance exchange does not nmaintain funds in the amount of at
4| least $12 million for the protection of all insurance exchange
5| policyhol ders, each individual syndicate shall neet the

6| mninmumcapital and surplus requirenents set forth in

7| sub-subparagraph b. subparagreph—2—

8 d.4—~ A surplus lines insurer which is a nmenber of an

9| insurance hol ding conpany that includes a nenber which is a

10| Florida donmestic insurer as set forth in its hol ding conpany
11| registration statenent, as set forth in s. 628.801 and rul es
12| adopted thereunder, may elect to nmaintain surplus as to

13| policyholders in an amobunt equal to the requirenents of s.

14| 624.408, subject to the requirenment that the surplus |ines

15| insurer shall at all tinmes be in conpliance with the

16| requirenents of chapter 625.

17

18| The el ection shall be submitted to the office and shall be

19| effective upon the office's being satisfied that the

20| requirenments of sub-subparagraph d. subparagraph—4— have been
21| met. The initial date of election shall be the date of office
22| approval. The el ection approval application shall be on a form
23| adopted by commi ssion rule. The office may approve an el ection
24| form subm tted pursuant to sub-subparagraph d. subparagraph—4—
25 only if it was on file with the fornmer Departnent of I|nsurance
26| before February 28, 1998, +

27 2. For purposes of letters of credit under

28| subparagraph 1., the term"qualified United States financia

29| institution" nmeans an institution that:

30

31
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1 a. 1s organized or, in the case of a United States
2| office of a foreign banking organization, is |icensed under
3| the laws of the United States or any state.
4 b. 1s requlated, supervised, and exanined by
5| authorities of the United States or any state having
6| regulatory authority over banks and trust conpanies.
7 C. Has been determined by the office or the Securities
8| Valuation Office of the National Association of I|nsurance
9| Conmi ssioners to neet such standards of financial condition
10| and standing as are considered necessary and appropriate to
11| requlate the quality of financial institutions whose letters
12| of credit are acceptable to the office.
13 (e) The insurer must be of good reputation as to the
14| providing of service to its policyholders and the paynent of
15| |l osses and cl ai ns._ =
16 (f) The insurer must be eligible, as for authority to
17| transact insurance in this state, under s. 624.404(3).+—and
18 (g) This subsection does not apply as to unauthorized
19| insurers nmade eligible under s. 626.917 as to wet marine and
20| aviation risks.
21 Section 7. Effective July 1, 2006, paragraphs (a) and
22| (b) of subsection (2) and subsection (5) of section 627.062,
23| Florida Statutes, are anmended, and subsection (9) is added to
24| that section, to read:
25 627.062 Rate standards. --
26 (2) As to all such classes of insurance:
27 (a) Insurers or rating organizations shall establish
28| and use rates, rating schedules, or rating manuals to all ow
29| the insurer a reasonable rate of return on such cl asses of
30| insurance witten in this state. A copy of rates, rating
31| schedules, rating manuals, premumcredits or discount

30
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schedul es, and surcharge schedul es, and changes thereto, shal
be filed with the office under one of the follow ng
procedures:

1. If the filing is nade at | east 90 days before the
proposed effective date and the filing is not inplenmented
during the office's review of the filing and any proceedi ng
and judicial review, then such filing shall be considered a
"file and use" filing. In such case, the office shal
finalize its review by issuance of a notice of intent to
approve or a notice of intent to disapprove within 90 days
after receipt of the filing. The notice of intent to approve
and the notice of intent to di sapprove constitute agency
action for purposes of the Adm nistrative Procedure Act.
Requests for supporting information, requests for mathematica
or nechani cal corrections, or notification to the insurer by
the office of its prelimnary findings shall not toll the
90-day period during any such proceedi ngs and subsequent
judicial review. The rate shall be deened approved if the
of fice does not issue a notice of intent to approve or a
notice of intent to disapprove within 90 days after receipt of
the filing.

2. If the filing is not made in accordance with the
provi si ons of subparagraph 1., such filing shall be nade as
soon as practicable, but no |later than 30 days after the
effective date, and shall be considered a "use and file"
filing. An insurer making a "use and file" filing is
potentially subject to an order by the office to return to
policyhol ders portions of rates found to be excessive, as
provi ded in paragraph (h).

3. The chief executive officer and the chief financia

officer of each property insurer, or its certified public
31
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accountant acting on its behalf, shall sign a statenent of

certification, sworn under oath, to acconpany the rate filing.

The statenent nust certify the appropriateness of the

information provided in the rate filing and that the

information fairly presents, in all material respects, the

basis of the rate filing submtted by the property and

casualty insurer. The insurer shall certify all of the

informati on and factors described in paragraph (b). including,

but not limted to, investnent incone. The Office of |nsurance

Requl ation shall adopt by rule the formfor the statenent of

certification. Failure to provide the statenent of

certification shall result in the rate filing being

di sapproved without prejudice to be refiled.

(b) Upon receiving a rate filing, the office shal
review the rate filing to deternmine if a rate is excessive,
i nadequate, or unfairly discrimnatory. |n naking that
deternmination, the office shall, in accordance with generally
accepted and reasonabl e actuarial techniques, consider the
foll owi ng factors:

1. Past and prospective | oss experience within and
wi thout this state.

2. Past and prospective expenses.

3. The degree of conpetition anmong insurers for the
risk insured.

4. Investnent inconme reasonably expected by the
i nsurer, consistent with the insurer's investnent practices,
frominvestable prem uns anticipated in the filing, plus any
ot her expected income fromcurrently invested assets
representing the amount expected on unearned prem umreserves
and | oss reserves. The conm ssion may adopt rules utilizing
reasonabl e techni ques of actuarial science and econonics to
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speci fy the manner in which insurers shall cal cul ate

i nvestment incone attributable to such classes of insurance
witten in this state and the manner in which such investnent
i ncome shall be used in the cal culation of insurance rates.
Such manner shall contenplate all owances for an underwriting
profit factor and full consideration of investnent incone

whi ch produce a reasonable rate of return; however, investnent
income frominvested surplus shall not be consi dered.

5. The reasonabl eness of the judgnment reflected in the
filing.

6. Dividends, savings, or unabsorbed prem um deposits
allowed or returned to Florida policyhol ders, nenbers, or
subscri bers.

7. The adequacy of |oss reserves.

8. The cost of reinsurance,__as further specified in

subsection (5).

9. Trend factors, including trends in actual |osses
per insured unit for the insurer making the filing.

10. Conflagration and catastrophe hazards, if
appl i cabl e.

11. A reasonable margin for underwiting profit and
conti ngenci es.

12. The cost of nedical services, if applicable.

13. Oher relevant factors which inpact upon the
frequency or severity of clains or upon expenses.
The provisions of this subsection shall not apply to workers
conpensati on and enployer's liability insurance and to notor
vehi cl e insurance.

(5) Wth respect to a rate filing involving coverage
of the type for which the insurer is required to pay a
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rei mbursenent premiumto the Florida Hurricane Catastrophe
Fund, the insurer may fully recoup in its property insurance
prem uns any rei mbursenent premuns paid to the Florida

Hurri cane Catastrophe Fund, together w th reasenable costs of

ot her reinsurance consistent with prudent business practices

and sound actuarial principles, but nmay not recoup reinsurance

costs that duplicate coverage provided by the Florida

Hurri cane Catastrophe Fund. The burden is on the office to

establish that any costs of other reinsurance are in excess of

anmpunts consi stent with prudent business practices and sound

actuarial principles. An insurer may not recoup nore than 1

year of reinmbursenent premiumat a time. Any under-recoupnment
fromthe prior year nay be added to the follow ng year's

rei mbursenent prem um and any over-recoupnent shall be
subtracted fromthe followi ng year's reinbursement prem um

(9) The burden is on the office to establish that

rates are excessive for personal |lines residential coverage

with a dwelling replacenent cost of $1 nmillion or nore or for

a_single condom niumunit with a conbi ned dwelling and

contents replacenent cost of $1 nmillion or nore.

Section 8. Section 627.06281, Florida Statutes, is

amended to read:
627.06281 Public hurricane | oss projection nodel;
reporting of data by insurers.--

(1) Wthin 30 days after a witten request for |oss
data and associ ated exposure data by the office or a type
center within the State University System established to study
mtigation, residential property insurers and |icensed rating
and advi sory organi zations that conpile residential property
i nsurance | oss data shall provide | oss data and associ at ed
exposure data for residential property insurance policies to
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1| the office or to a type | center within the State University

2| System established to study mitigation, as directed by the

3| office, for the purposes of devel opi ng, nmaintaining, and

4| updating a public nmodel for hurricane | oss projections. The

5| loss data and associ ated exposure data provided shall be in

6| witing.

7 (2) The public npdel nust be subnmitted to the Florida

8| Commi ssion on Hurricane Loss Projection Methodol ogy for review
9| under s. 627.0628. The office may continue to use the node

10| for its review of rate filings pursuant to ss. 627.062 and

11| 627.351 until such tinme as the Florida Conmi ssion on Hurricane
12| Loss Projection Methodol ogy deternines that the public node

13| is not accurate or reliable pursuant to the sane process and
14| standards as the conmi ssion uses for the review of other

15| hurricane | oss projection nodels.

16 Section 9. Effective July 1, 2006, subsection (6) of
17| section 627.351, Florida Statutes, is anended to read:

18 627.351 Insurance risk apportionnent plans.--

19 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. - -
20 (a)l. The Legislature finds that actual and threatened
21| catastrophic | osses to property in this state from hurricanes
22| have caused insurers to be unwilling or unable to provide
23| property insurance coverage to the extent sought and needed.
24| It is in the public interest and a public purpose to assist in
25| assuring that property in the state is insured so as to
26| facilitate the renmedi ation, reconstruction, and replacenent of
27| damaged or destroyed property in order to reduce or avoid the
28| negative effects otherwise resulting to the public health,
29| safety, and welfare; to the econony of the state; and to the
30| revenues of the state and | ocal governnments needed to provide
31| for the public welfare. It is necessary, therefore, to provide
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property insurance to applicants who are in good faith
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 policyhol ders, applicants, and agents that is no | ess than
the quality generally provided in the voluntary market, 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 following a
catastrophic hurricane, it is the intent of the Legislature
that the inconme 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 Financial Services Comn ssion eff+ee. The plan is subject

to continuous review by the comm ssion eff+ee. The comm ssion
eff+ee may, by order, withdraw approval of all or part of a
plan if the conmmi ssion effiee determi nes that conditions have
changed since approval was granted and that the purposes of

the plan require changes in the plan. The corporation shal

continue to operate pursuant to the plan of operation approved
36
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by the O fice of Insurance Requlation until October 1, 2006.

For the purposes of this subsection, residential coverage

i ncl udes both personal |ines residential coverage, which
consists of the type of coverage provided by honeowner's,
nmobi | e hone owner's, dwelling, tenant's, condoniniumunit
owner's, and simlar policies, and comrercial |ines
residential coverage, which consists of the type of coverage
provi ded by condoni ni um associ ati on, apartnent buil di ng, and
simlar policies.

3. For the purposes of this subsection, the term

honest ead property" neans:

a. Property that has been granted a honest ead

exenption under chapter 196;

b. Property for which the owner has a current, witten

lease with a renter for a termof at |least 6 nonths and for

which the dwelling is insured by the corporation for $200, 000

or | ess:;

c. An owner-occupi ed nobile hone or manufactured hone,

as defined in s. 320.01, which is permanently affixed to rea

property, is owned by a Florida resident, and has been granted

a honest ead exenption under chapter 196 or, if the owner does

not own the real property, the owner certifies that the npbile

honme or manufactured hone is his or her principal place of

resi dence.

d. Tenants coverage; or

€. Commercial lines coverage, including both

residential and nonresidenti al

4. For the purposes of this subsection, the term

"nonhonest ead property" neans property that is not honestead

property.
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1 5. Effective July 1, 2011, a personal lines

2| residential structure with a dwelling replacenment cost of $1
3| million or nore, or a single condonminiumunit with conmbi ned

4| dwelling and content replacenment cost of $1 million or nore,

5[ is not eligible for coverage by the corporation.

6 6.3— It is the intent of the Legislature that

7| policyhol ders, applicants, and agents of the corporation

8| receive service and treatnent of the hi ghest possible |eve

9| but never less than that generally provided in the voluntary
10| market. It also is intended that the corporation be held to
11| service standards no | ess than those applied to insurers in
12| the voluntary market by the office with respect to

13| responsiveness, tineliness, custonmer courtesy, and overal

14| dealings with policyholders, applicants, or agents of the

15| corporation.

16 (b)1. Al insurers authorized to wite one or nore

17| subject lines of business in this state are subject to

18| assessnment by the corporation and, for the purposes of this
19| subsection, are referred to collectively as "assessabl e
20| insurers." Insurers witing one or nore subject |ines of
21| business in this state pursuant to part VIII of chapter 626
22| are not assessable insurers, but insureds who procure one or
23| nore subject lines of business in this state pursuant to part
24| VI11 of chapter 626 are subject to assessnent by the
25| corporation and are referred to collectively as "assessabl e
26| insureds." An authorized insurer's assessnent liability shal
27| begin on the first day of the cal endar year follow ng the year
28| in which the insurer was issued a certificate of authority to
29| transact insurance for subject lines of business in this state
30| and shall terminate 1 year after the end of the first cal endar
31| year during which the insurer no longer holds a certificate of
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authority to transact insurance for subject |ines of business
in this state.

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

(1) A personal lines account for personal residentia
policies issued by the corporation or issued by the
Resi dential Property and Casualty Joint Underwiting
Associ ati on and renewed by the corporation that provide
conprehensive, nultiperil coverage on risks that are not
| ocated in areas eligible for coverage in the Florida
W ndstorm Underwriting Association as those areas were defined
on January 1, 2002, and for such policies that do not provide
coverage for the peril of wind on risks that are located in
such areas;

(I')y A comercial lines account for comrercia
residential policies issued by the corporation or issued by
the Residential Property and Casualty Joint Underwriting
Associ ati on and renewed by the corporation that provide
coverage for basic property perils on risks that are not
| ocated in areas eligible for coverage in the Florida
W ndstorm Underwriting Association as those areas were defined
on January 1, 2002, and for such policies that do not provide
coverage for the peril of wind on risks that are located in
such areas; and

(I'r1) A high-risk account for personal residentia
policies and conmercial residential and conmercia
nonresi dential property policies issued by the corporation or
transferred to the corporation that provide coverage for the
peril of wind on risks that are located in areas eligible for
coverage in the Florida Wndstorm Underwiting Associ ation as
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those areas were defined on January 1, 2002. The high-risk
account rnust al so include quota share primary insurance under
subpar agraph (c)2. The area eligible for coverage under the
hi gh-ri sk account also includes the area within Port
Canaveral , which is bordered on the south by the City of Cape
Canaveral , bordered on the west by the Banana River, and
bordered on the north by Federal Governnment property. The
office may renove territory fromthe area eligible for
wi nd-only and quota share coverage if, after a public hearing,
the office finds that authorized insurers in the voluntary
market are willing and able to wite sufficient anpunts of
personal and conmercial residential coverage for all perils in
the territory, including coverage for the peril of w nd, such
that risks covered by wind-only policies in the renoved
territory could be issued a policy by the corporation in
either the personal |ines or comercial |ines account without
a significant increase in the corporation's probable maxi num
l oss in such account. Renoval of territory fromthe area
eligible for wind-only or quota share coverage does not alter
t he assignnent of wind coverage witten in such areas to the
hi gh-ri sk account.

b. The three separate accounts nust be nmintained as
I ong as financing obligations entered into by the Florida
W ndstorm Underwriting Association or Residential Property and
Casualty Joint Underwiting Association are outstanding, in
accordance with the ternms of the correspondi ng financing
docunents. When the financing obligations are no | onger
outstanding, in accordance with the terns of the corresponding
financi ng docunents, the corporation nay use a single account
for all revenues, assets, liabilities, |osses, and expenses of
the corporation. Consistent with the requirenent of this
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1| subparagraph and prudent investnent policies that mninze the
2| cost of carrying debt, the board shall exercise its best

3| efforts to retire existing debt or to obtain approval of

4| necessary parties to anend the terms of existing debt, so as

5| to structure the nost efficient plan to consolidate the three
6| separate accounts into a single account. By February 1, 2007,
7| the board shall submit a report to the Financial Services

8| Commission, the President of the Senate, and the Speaker of

9| the House of Representatives which includes an anal ysis of

10| consolidating the accounts, the actions the board has taken to
11| mininize the cost of carrying debt, and its reconmendations

12| for executing the nost efficient plan.

13 c. Creditors of the Residential Property and Casualty
14| Joint Underwriting Association shall have a claimagainst, and
15| recourse to, the accounts referred to in sub-sub-subparagraphs
16| a.(l) and (I1) and shall have no cl ai m agai nst, or recourse

17| to, the account referred to in sub-sub-subparagraph a.(l111).
18| Creditors of the Florida Wndstorm Underwiting Association

19| shall have a claimagainst, and recourse to, the account

20| referred to in sub-sub-subparagraph a.(I1l1) and shall have no
21| claimagainst, or recourse to, the accounts referred to in

22| sub-sub-subparagraphs a.(l) and (I1).

23 d. Revenues, assets, liabilities, |osses, and expenses
24| not attributable to particular accounts shall be prorated

25| anong the accounts.

26 e. The Legislature finds that the revenues of the

27| corporation are revenues that are necessary to neet the

28| requirenments set forth in docunents authorizing the issuance
29| of bonds under this subsection.

30 f. No part of the income of the corporation may inure
31| to the benefit of any private person.
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3. Wth respect to a deficit in an account:

a. Wien the deficit incurred in a particul ar cal endar
year is not greater than 10 percent of the aggregate statew de
direct witten premiumfor the subject |lines of business for
the prior calendar year, the entire deficit shall be recovered
t hrough regul ar assessnents of assessable insurers under
par agr aph(p) ¢ and assessabl e i nsureds.

b. When the deficit incurred in a particular cal endar
year exceeds 10 percent of the aggregate statew de direct
written premum for the subject |lines of business for the
prior cal endar year, the corporation shall |evy regular
assessnments on assessabl e insurers under paragraph(p)teg> and
on assessable insureds in an anpunt equal to the greater of 10
percent of the deficit or 10 percent of the aggregate
statewide direct witten premiumfor the subject |lines of
busi ness for the prior cal endar year. Any renmining deficit
shall be recovered through emergency assessnents under
sub- subpar agraph d.

c. Each assessable insurer's share of the amount being
assessed under sub-subparagraph a. or sub-subparagraph b
shall be in the proportion that the assessable insurer's
direct witten premiumfor the subject |lines of business for
the year preceding the assessnent bears to the aggregate
statewide direct witten premiumfor the subject lines of
busi ness for that year. The assessnent percentage applicable
to each assessable insured is the ratio of the anmpunt being
assessed under sub-subparagraph a. or sub-subparagraph b. to
the aggregate statewide direct witten prem um for the subject
lines of business for the prior year. Assessnents |evied by
the corporation on assessabl e i nsurers under sub-subparagraphs
a. and b. shall be paid as required by the corporation's plan
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of operation and paragraph(p)fg)>. Notw thstanding any other

provision of this subsection, the aggregate anmpunt of a

requl ar _assessnent for a deficit incurred in a particular

cal endar year shall be reduced by the estimted anmpbunt to be

received by the corporation from surcharges on corporation

policyhol ders under subparagraph (c)11. Assessnents |evied by

the corporation on assessabl e i nsureds under sub-subparagraphs
a. and b. shall be collected by the surplus lines agent at the
time the surplus lines agent collects the surplus lines tax
required by s. 626.932 and shall be paid to the Florida
Surplus Lines Service Ofice at the time the surplus lines
agent pays the surplus lines tax to the Florida Surplus Lines
Service O fice. Upon receipt of regular assessnments from
surplus |lines agents, the Florida Surplus Lines Service Ofice
shall transfer the assessnments directly to the corporation as
deternmi ned by the corporation.

d. Upon a determ nation by the board of governors that
a deficit in an account exceeds the anmount that will be
recovered through regul ar assessnents under sub-subparagraph
a. or sub-subparagraph b., the board shall |evy, after
verification by the office, energency assessnents, for as nany
years as necessary to cover the deficits, to be collected by
assessabl e insurers and the corporation and collected from
assessabl e i nsureds upon issuance or renewal of policies for
subj ect |ines of business, excluding National Flood |Insurance
policies. The anpunt of the enmergency assessnent collected in
a particular year shall be a uniform percentage of that year's
direct witten prem um for subject |lines of business and al
accounts of the corporation, excluding National Flood
I nsurance Program policy prem uns, as annually deterni ned by
the board and verified by the office. The office shall verify
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the arithnetic calculations involved in the board's
deternmination within 30 days after receipt of the infornmation
on which the determ nati on was based. Notwi t hstandi ng any

ot her provision of law, the corporation and each assessabl e
insurer that wites subject |lines of business shall collect
energency assessnents fromits policyholders w thout such
obligation being affected by any credit, limtation,

exenption, or deferment. Energency assessnments |evied by the
corporation on assessabl e insureds shall be collected by the
surplus lines agent at the tine the surplus |ines agent
collects the surplus lines tax required by s. 626.932 and
shall be paid to the Florida Surplus Lines Service Ofice at
the tinme the surplus lines agent pays the surplus lines tax to
the Florida Surplus Lines Service Ofice. The emergency
assessnments so collected shall be transferred directly to the
corporation on a periodic basis as determ ned by the
corporation and shall be held by the corporation solely in the
appl i cabl e account. The aggregate amount of energency
assessnents levied for an account under this sub-subparagraph
in any cal endar year nmy not exceed the greater of 10 percent
of the amount needed to cover the original deficit, plus
interest, fees, commissions, required reserves, and other
costs associated with financing of the original deficit, or 10
percent of the aggregate statewi de direct witten prem um for
subj ect |lines of business and for all accounts of the
corporation for the prior year, plus interest, fees,

conmi ssions, required reserves, and other costs associ ated
with financing the original deficit.

e. The corporation may pledge the proceeds of
assessnments, projected recoveries fromthe Florida Hurricane
Cat ast rophe Fund, other insurance and reinsurance
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1| recoverabl es, policyhol der werket—equalizatien surcharges and
2| other surcharges, and other funds available to the corporation
3| as the source of revenue for and to secure bonds issued under
4| paragraph(p)€egy, bonds or other indebtedness issued under

5| subparagraph (c)3., or lines of credit or other financing

6| mechani sns i ssued or created under this subsection, or to

7| retire any other debt incurred as a result of deficits or

8| events giving rise to deficits, or in any other way that the
9| board determines will efficiently recover such deficits. The
10| purpose of the lines of credit or other financing nmechani sns
11| is to provide additional resources to assist the corporation
12| in covering clainms and expenses attributable to a catastrophe.
13| As used in this subsection, the term "assessnents" includes

14| regul ar assessnents under sub-subparagraph a.

15| sub-subparagraph b., or subparagraph(p)l. ¢33 and emnergency
16| assessnments under sub-subparagraph d. Emergency assessnents

17| coll ected under sub-subparagraph d. are not part of an

18| insurer's rates, are not prem um and are not subject to

19| premiumtax, fees, or comr ssions; however, failure to pay the
20| energency assessnent shall be treated as failure to pay
21| premium The energency assessnments under sub-subparagraph d.
22| shall continue as |long as any bonds issued or other
23| indebtedness incurred with respect to a deficit for which the
24| assessnment was i nposed remai n outstandi ng, unless adequate
25| provision has been nmade for the paynent of such bonds or other
26| i ndebt edness pursuant to the docunents governing such bonds or
27| other indebtedness.
28 f. As used in this subsection, the term "subject |ines
29| of business" means insurance witten by assessable insurers or
30| procured by assessable insureds on real or personal property,
31| as defined in s. 624.604, including insurance for fire,
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i ndustrial fire, allied lines, farnowners nultiperil
homeowners nul tiperil, conmercial nultiperil, and nobile
homes, and including liability coverage on all such insurance,
but excluding inland nmarine as defined in s. 624.607(3) and
excl udi ng vehicle insurance as defined in s. 624.605(1) other
than i nsurance on nobil e hones used as permanent dwel |l i ngs.

g. The Florida Surplus Lines Service Ofice shal
deternmine annually the aggregate statewide witten prem umin
subj ect |ines of business procured by assessabl e insureds and
shall report that information to the corporation in a form and
at atine the corporation specifies to ensure that the
corporation can neet the requirenments of this subsection and
the corporation's financing obligations.

h. The Florida Surplus Lines Service Ofice shal
verify the proper application by surplus |lines agents of
assessnment percentages for regul ar assessnents and emergency
assessnents | evied under this subparagraph on assessable
i nsureds and shall assist the corporation in ensuring the
accurate, tinmely collection and paynment of assessnents by
surplus |lines agents as required by the corporation.

(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.
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1 b. Basic personal lines policy fornms that are policies
2| simlar to an HO-8 policy or a dwelling fire policy that
3| provide coverage neeting the requirenments of the secondary
4| nortgage market, but which coverage is nore limted than the
5| coverage under a standard policy.
6 c. Comercial lines residential policy forns that are
7| generally simlar to the basic perils of full coverage
8| obtainable for comercial residential structures in the
9| adnmitted voluntary narket.
10 d. Personal lines and commercial lines residentia
11| property insurance forms that cover the peril of wi nd only.
12| The forns are applicable only to residential properties
13| located in areas eligible for coverage under the high-risk
14| account referred to in sub-subparagraph (b)2.a.
15 e. Commercial lines nonresidential property insurance
16| forns that cover the peril of wind only. The forns are
17| applicable only to nonresidential properties |located in areas
18| eligible for coverage under the high-risk account referred to
19| in sub-subparagraph (b)2.a.
20 2.a. Mist provide that the corporation adopt a program
21| in which the corporation and authorized insurers enter into
22| quota share primary insurance agreenments for hurricane
23| coverage, as defined in s. 627.4025(2)(a), for eligible risks,
24| and adopt property insurance forns for eligible risks which
25| cover the peril of wind only. As used in this subsection, the
26| term
27 (') "Quota share primary insurance" means an
28| arrangenent in which the primary hurricane coverage of an
29| eligible risk is provided in specified percentages by the
30| corporation and an authorized insurer. The corporation and
31| authorized insurer are each solely responsible for a specified
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percentage of hurricane coverage of an eligible risk as set
forth in a quota share primary insurance agreenent 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
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 agreenent to pay its specified
percentage of hurricane |losses. 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 primry 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
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| 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
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 agreenents, 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 astrophe 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 agreenments which ensure
that there is no discrimnatory application anpong insurers as
to the terns of quota share agreenents, pricing of quota share
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1| agreements, incentive provisions if any, and consideration

2| paid for servicing policies or adjusting clains.

3 h. The quota share primary insurance agreenment between
4| the corporation and an authorized insurer nust set forth the
5| specific ternms under which coverage is provided, including,

6| but not Iimted to, the sale and servicing of policies issued
7| under the agreenent by the insurance agent of the authorized
8| insurer producing the business, the reporting of infornmation
9| concerning eligible risks, the paynent of premumto the

10| corporation, and arrangenents for the adjustnment and paynent
11| of hurricane clains incurred on eligible risks by the clains
12| adjuster and personnel of the authorized insurer. Entering

13| into a quota sharing insurance agreenent between the

14| corporation and an authorized insurer shall be voluntary and
15| at the discretion of the authorized insurer.

16 3. My provide that the corporation may enploy or

17| otherwi se contract with individuals or other entities to

18| provide administrative or professional services that may be
19| appropriate to effectuate the plan. The corporation shall have
20| the power to borrow funds, by issuing bonds or by incurring
21| other indebtedness, and shall have other powers reasonably

22| necessary to effectuate the requirenments of this subsection
23| including, without limtation, the power to i ssue bonds and
24| incur other indebtedness in order to refinance outstanding

25| bonds or other indebtedness. The corporation nay, but is not
26| required to, seek judicial validation of its bonds or other
27| indebt edness under chapter 75. The corporation may issue bonds
28| or incur other indebtedness, or have bonds issued on its

29| behalf by a unit of |ocal government pursuant to subparagraph
30| (g)2., in the absence of a hurricane or other weather-rel ated
31| event, upon a determ nation by the corporation, subject to
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approval by the office, that such action would enable it to
efficiently meet the financial obligations of the corporation
and that such financings are reasonably necessary to

ef fectuate the requirenents of this subsection. The
corporation is authorized to take all actions needed to
facilitate tax-free status for any such bonds or indebtedness,
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. The Governor
the Chief Financial Oficer, the President of the Senate, and
t he Speaker of the House of Representatives shall each appoint
two nenbers of the boar d—effeetive—-August—1—2005. At | east
one of the two menbers appoi nted by each appointing officer
nmust have denonstrated expertise in insurance. The Chi ef
Financial O ficer shall designate one of the appointees as
chair. Al board nmenbers serve at the pleasure of the
appointing officer. Al board nenbers, including the chair
nmust be appointed to serve for 3-year terns begi nning annually
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on a date designated by the plan. Any board vacancy shall be
filled for the unexpired termby the appointing officer. The
Chi ef Financial O ficer shall appoint a technical advisory
group to provide information and advice to the board of
governors in connection with the board's duties under this
subsection. The executive director and senior managers of the
corporation shall be engaged by the board—as—+ecomrended—by
the—Chief—Financial—feer— and serve at the pleasure of the

board. Any executive director appointed on or after July 1,

2006, is subject to confirmation by the Senate. The executive

director is responsible for enploying other staff as the
corporation may require, subject to review and concurrence by
t he board anrd—theChief—Financial—OHieer.

b. The board shall create a Market Accountability
Advi sory Comrittee to assist the corporation in devel oping
awareness of its rates and its custonmer and agent service
levels in relationship to the voluntary market insurers
writing simlar coverage. The nenbers of the advisory
committee shall consist of the following 11 persons, one of
whom nust be el ected chair by the nmenmbers of the committee:
four representatives, one appointed by the Florida Association
of Insurance Agents, one by the Florida Association of
I nsurance and Fi nanci al Advisors, one by the Professiona
I nsurance Agents of Florida, and one by the Latin Anmerican
Associ ati on of Insurance Agencies; three representatives
appointed by the insurers with the three highest voluntary
mar ket share of residential property insurance business in the
state; one representative fromthe O fice of I|nsurance
Regul ati on; one consuner appointed by the board who is insured
by the corporation at the tinme of appointnment to the
committee; one representative appointed by the Florida
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Associ ati on of Realtors; and one representative appoi nted by
the Florida Bankers Association. Al nmenbers nust serve for
3-year terms and may serve for consecutive ternms. The
committee shall report to the corporation at each board
nmeeting on insurance nmarket issues which may include rates and
rate conpetition with the voluntary market; service, including
policy issuance, clains processing, and general responsiveness
to policyhol ders, 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 wind coverage
regardl ess of market conditions, the risk shall be eligible
for a basic policy including wind coverage unless 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
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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 produci ng agent
who submitted the application to the plan or to the
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 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).

(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
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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).

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 produci ng 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 conmm 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.
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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).

(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 provide by July 1, 2007, that an application

for coverage for a new policy is subject to a waiting period

of 10 days before coverage is effective, during which tine the

corporation shall make such application available for review

by general |lines agents and authorized property and casualty

insurers. The board nmay approve exceptions that allow for

coverage to be effective before the end of the 10-day waiting

period, for coverage issued in conjunction with a real estate
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closing, and for such other exceptions as the board determ nes

are necessary to prevent | apses in _coverage.

7.6— Must include rules for classifications of risks
and rates therefor.

8.7+ Must provide that if prem um and investnent
income 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

9.8~ Must 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
maki ng this deternmination and in establishing the criteria and
procedures, the follow ng shall be considered:

a. \Wether the likelihood of a loss for the individua
risk is substantially higher than for other risks of the sane
cl ass; and

b. Wether the uncertainty associated with the
i ndi vidual risk is such that an appropriate prem um cannot be

det er m ned.

The acceptance or rejection of a risk by the corporation shal
be construed as the private placenment of insurance, and the
provi si ons of chapter 120 shall not apply.

10.9— Must provide that the corporation shall make its
best efforts to procure catastrophe reinsurance at reasonabl e
rates, to cover its projected 100-year probable maxi mum | oss
as determ ned by the board of governors.
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1 11.40— Must provide that in the event of regul ar

2| deficit assessments under sub-subparagraph (b)3.a. or

3| sub-subparagraph (b)3.b., in the personal |ines account, the
4| commercial lines residential account, or the high-risk

5| account, the corporation shall [evy upon corporation

6| policyholders in its next rate filing, or by a separate rate
7| filing solely for this purpose, the follow ng surcharges:

8 a. A Citizens policyhol der market—egquatization

9| surcharge arising froma regular assessnment in such account in
10| a percentage equal to the total amount of such regul ar

11| assessnents divided by the aggregate statewi de direct witten
12| prem um for subject |lines of business for the prior cal endar
13| year. For purposes of calculating the Citizens policyholder
14| surcharge to be levied under this subparagraph, the tota

15| anmpbunt of the reqular assessment to which this surcharge is
16| related shall be deternmined as set forth in subparagraph

17 |(b)3., without deducting the estimated Citizens policyhol der

18| surcharge. Mrket—eguatizationr—sureharges—under—thi-s
19| subparagraph—are not—considered—preniumand—are—ho
20 551 ; ; i : ;

21| rmarket—equatizatien——sureharge—shat—be treatedasfaiturete
22 | pay—premum

23 b. A deficit surcharge of 25 percent of the tota

24| prenm um on nonhonestead property owned by a nonresident of

25| this state.
26

27| Surcharges under this subparagraph are not considered a

28| prem um and are not subject to comm ssions, fees, or prem um

29| taxes; however, failure to pay a surcharge shall be treated in

30| the sane manner _as failure to pay prenium
31
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12. 43+~ The policies issued by the corporation mnust
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.

13.42~ 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.

14.143— My establish, subject to approval by the
office, different eligibility requirements and operationa
procedures for any line or type of coverage for any specified
county or area if the board determ nes that such changes to
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. When coverage i s 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.

15.44— Must provide that, with respect to the
hi gh-ri sk account, any assessable insurer with a surplus as to
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policyholders of $25 million or less witing 25 percent or
nore of its total countryw de property insurance prem uns in
this state may petition the office, within the first 90 days
of each cal endar year, to qualify as a |limted apportionnment
conpany. In no event shall a limted apportionment conpany be
required to participate in the portion of any assessment,
wi thin the high-risk account, pursuant to sub-subparagraph
(b)3.a. or sub-subparagraph (b)3.b. in the aggregate which
exceeds $50 million after paynent of available high-risk
account funds in any cal endar year. However, a limted
apportionnent conpany shall collect fromits policyhol ders any
energency assessnent inposed under sub-subparagraph (b)3.d.
The plan shall provide that, if the office determ nes that any
regul ar assessnment will result in an inpairnment of the surplus
of a linmted apportionnent conpany, the office may direct that
all or part of such assessnent be deferred as provided in
subpar agraph (g)4. However, there shall be no limtation or
defernent of an emergency assessnent to be collected from
pol i cyhol ders under sub-subparagraph (b)3.d.

16.45—~ Must provide that the corporati on appoint as
its licensed agents only those agents who al so hold an
appoi ntnent as defined in s. 626.015(3) with an insurer who at
the tinme of the agent's initial appointnent by the corporation
is authorized to wite and is actually witing personal |ines
residential property coverage, comercial residential property
coverage, or commercial nonresidential property coverage
within the state.

17. Must provide, by July 1, 2007, a prem um paynent

plan option to its policyholders which allows for quarterly

and sem annual paynent of prem uns.
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18. Must provide, effective July 1, 2007, that the

corporation contract with each insurer providing the non-w nd

coverage for risks insured by the corporation in the high-risk

account, requiring that the insurer provide clainms-adjusting

services for the wind coverage provided by the corporation for

such risks. An insurer is required to enter into this contract

as a condition of providing non-wi nd coverage for a risk that

is insured by the corporation in the high-risk account unl ess

the board finds, after a hearing, that the insurer is not

capabl e of providing adjusting services at _an acceptable |eve

of quality to corporation policyholders. The terns and

condi tions of such contracts nust be substantially the sane as

the contracts that the corporation executed with insurers

under the "adjust-your-own" programin 2006, except as nmmy be

nutually agreed to by the parties and except for such changes

that the board determ nes are necessary to ensure that clains

are adjusted appropriately. The corporation shall provide a

process for neutral arbitration of any dispute between the

corporation and the insurer regarding the terns of the

contract. The corporation shall review and nonitor the

performance of insurers under these contracts.

(d)1. All prospective enployees for senior managenent

positions, as defined by the plan of operation, are subject to

background checks as a prerequisite for enploynent. The office

shal | conduct background checks on such prospective enployees
pursuant to ss. 624.404(3), 624.34, and 628. 261

2. On or before July 1 of each year, enployees of the

corporation are required to sign and subnit a statenent

attesting that they do not have a conflict of interest, as

defined in part 1l of chapter 112. As a condition of
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enploynent, all prospective enployees are required to sign and

submt to the corporation a conflict-of-interest statenent.

3.  Senior managers and nenbers of the board of

governors are subject to the provisions of part |Il of chapter

112, including, but not limted to, the code of ethics and

public disclosure and reporting of financial interests,

pursuant to s. 112.3145. Seni or managers and board nenbers are

also required to file such disclosures with the Office of

| nsurance Requl ation. The executive director of the

corporation or his or her designee shall notify each newy

appoi nted and existing appointed nenber of the board of

governors and senior managers of their duty to conply with the

reporting requirenents of part |1l of chapter 112. At | east

guarterly, the executive director or his or her designee shal

submt to the Conmmi ssion on Ethics a |list of nanes of the

seni or _managers and nenbers of the board of governors that are

subject to the public disclosure requirenents under_s.
112. 3145.
4. Notwithstanding s. 112.3148 or s. 112.3149, or _any

other provision of law, an enployee or board nenber nmay not

knowi ngly accept, directly or indirectly, any qgift or

expenditure froma person or _entity, or an enployee or

representative of such person or entity, that has a

contractual relationship with the corporation or who is under

consideration for a contract. An enployee or board nenber that

fails to conmply with this subparagraph is subject to penalties

provi ded under ss. 112.317 and 112.3173.

5. Any senior manager of the corporation who is

enpl oyed on or after January 1, 2007, regardless of the date

of hire, who subsequently retires or term nates enployment is

prohi bited fromrepresenting another person or _entity before
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CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR 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

Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

the corporation for 2 vears after retirenent or termnation of

enpl oynent from the corporation.

6. Any enployee of the corporation who is enployed on

or _after January 1, 2007, regardless of the date of hire, who

subsequently retires or term nates enploynent is prohibited

from havi ng any enpl oynent or contractual relationship for 2

vears with an insurer that has received a take-out bonus from

the corporation.

(e) Purchases that equal or exceed $2,500, but are

| ess than $25,000, shall be made by receipt of witten quotes,

witten record of telephone quotes, or infornmal bids, whenever

practical. The procurenent of goods or services valued at or

over $25,000 shall be subject to conpetitive solicitation

except in situations where the goods or services are provided

by a sole source or are deened an_energency purchase; the

services are exenpted from conpetitive solicitation

requi rements under s. 287.057(5)(f):; or the procurenent of

services is subject to s. 627.3513. Justification for the

sol e-sourcing or energency procurenent nust be docunented.

Contracts for goods or services valued at or over $100,000 are

subj ect to approval by the board.

(f) The board shall determ ne whether it is nore

cost-effective and in the best interests of the corporation to

use legal services provided by in-house attorneys enployed by

the corporation rather than contracting with outside counsel

I n_meking such determ nation, the board shall docunent its

findings and shall consider: the expertise needed; whether

tine comm tments exceed in-house staff resources; whether

local representation is needed; the travel, |odging and other

costs associated with in-house representation; and such other

factors that the board determ nes are rel evant.
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1 (g) The corporation may not retain a |obbyist to

2| represent it before the legislative branch or executive

3| branch. However, full-tinme enployees of the corporation nmay

4| register as | obbyists and represent the corporation before the
5| legislative branch or executive branch.

6 (h)1. The Ofice of the Internal Auditor is

7| established within the corporation to provide a central point
8| for coordination of and responsibility for activities that

9| pronmpte accountability, integrity, and efficiency to the

10| policyholders and to the taxpayers of this state. The interna
11| auditor shall be appointed by the board of governors, shal

12| report to and be under the general supervision of the board of
13| governors, and is not subject to supervision by any enployee
14| of the corporation. Administrative staff and support shall be
15| provided by the corporation. The internal auditor shall be

16| appointed without regard to political affiliation. It is the
17| duty and responsibility of the internal auditor to:

18 a. Provide direction for, supervise, conduct, and

19| coordinate audits, investigations, and managenent reviews

20| relating to the progranms and operations of the corporation

21 b. Conduct, supervise, or coordinate other activities
22| carried out or financed by the corporation for the purpose of
23| pronoting efficiency in the adninistration of, or preventing
24| and detecting fraud, abuse, and ni smanagenent in, its prograns
25| and operations.

26 C. Subnmit final audit reports, reviews, or

27| investigative reports to the board of governors, the executive
28| director, the nmenbers of the Financial Services Conmi ssion

29| and the President of the Senate and the Speaker of the House
30| of Representatives.

31
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1 d. Keep the board of governors infornmed concerning

2| fraud, abuses, and internal control deficiencies relating to
3| programs and operations administered or financed by the

4| corporation, recomrend corrective action, and report on the

5| progress made in inplenenting corrective action.

6 e. Report expeditiously to the Department of Law

7| Enforcenent or other |aw enforcement agencies, as appropriate,
8| whenever the internal auditor has reasonable grounds to

9| believe there has been a violation of criminal |aw

10 2. On or before February 15, the internal auditor

11| shall prepare an annual report evaluating the effectiveness of
12| the internal controls of the corporation and providing

13| reconmendations for corrective action, if necessary, and

14| summarizing the audits, reviews, and investigations conducted
15| by the office during the preceding fiscal year. The fina

16| report shall be furnished to the board of governors and the
17| executive director, the President of the Senate, the Speaker
18| of the House of Representatives, and the Financial Services
19| Commi ssi on.

20 (i) Al records of the corporation, except as

21| otherw se provided by law, are subject to the record retention
22| requirenents of s. 119.021

23 (j)1. The corporation shall establish and maintain a
24| unit or division to investigate possible fraudulent clainms by
25| insureds or by persons making claims for services or repairs
26| against policies held by insureds; or it may contract with

27| others to investigate possible fraudulent clains for services
28| or repairs against policies held by the corporati on pursuant
29| to s. 626.9891. The corporation nust conply with reporting

30| requirenents of s. 626.9891

31

65
CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR 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

Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

2. The corporation shall establish a unit or division

responsible for receiving and responding to consuner

conplaints, which unit or division is the sole responsibility

of a senior manager of the corporation

(k) The office shall conduct a conprehensive narket

conduct exam nation of the corporation every 2 years to

determ ne conpliance with its plan of operation and interna

operations procedures. The first market conduct exam nation

report shall be submitted to the President of the Senate and

the Speaker of the House of Representatives no later than

February 1, 2009. Subsequent reports shall be submtted on or

bef ore February 1 every 2 vears thereafter

(1) The Auditor Ceneral shall conduct an operationa

audit of the corporations every 3 vears to eval uate

nmanagenent ' s performance in adninistering | aws, policies, and

procedures governing the operations of the corporation in an

efficient and effective manner. The scope of the revi ew shal

include, but is not limted to, evaluating clains handling,

custoner service, take-out prograns_and bonuses, financing

arrangenents, procurenent of goods and services, interna

controls, and the internal audit function.

(M1, H—istheintent—ofthe tegistaturethatthe

Rat es for coverage provided by the corporation shall be

actuarially sound and not conpetitive with approved rates
charged in the adnmitted voluntary market, so that the
corporation functions as a residual market nechanismto
provi de i nsurance only when the insurance cannot be procured
in the voluntary nmarket. Rates shall include an appropriate
catastrophe |l oading factor that reflects the actua

catastrophi c exposure of the corporation.
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1 2. For each county, the average rates of the

2| corporation for each |ine of business for personal |ines

3| residential policies excluding rates for w nd-only policies

4| shall be no lower than the average rates charged by the

5| insurer that had the highest average rate in that county anong
6| the 20 insurers with the greatest total direct witten prem um
7| in the state for that line of business in the preceding year

8| except that with respect to nobile home coverages, the average
9| rates of the corporation shall be no | ower than the average

10| rates charged by the insurer that had the highest average rate
11| in that county anong the 5 insurers with the greatest tota

12| written premiumfor nobile home owner's policies in the state
13| in the preceding year

14 3. Rates for personal lines residential w nd-only

15| policies nust be actuarially sound and not conpetitive with

16| approved rates charged by authorized insurers. Corporation

17| rate manual s shall include a rate surcharge for seasona

18| occupancy. To ensure that personal lines residential w nd-only
19| rates are not conpetitive with approved rates charged by

20| authorized insurers, the corporation, in conjunction with the
21| office, shall develop a wind-only ratenmaking nethodol ogy,

22| which et hodol ogy shall be contained in each rate filing nade
23| by the corporation with the office. If the office deterni nes
24| that the wind-only rates or rating factors filed by the

25| corporation fail to conply with the w nd-only ratemaking

26| met hodol ogy provided for in this subsection, it shall so

27| notify the corporation and require the corporation to anend

28| its rates or rating factors to conme into conpliance within 90
29| days of notice fromthe office.

30 4.a. For policies issued or renewed on or after

31| January 1, 2007, rates for coverage provided by the
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corporation for nonhonestead property shall include a

25-percent surcharge.

b. For policies issued or renewed on or after January

1, 2007, rates for coverage provided by the corporation in the

hi gh-risk account shall include a 25-percent surcharge for a
personal lines residential structure with a dwelling
replacement cost of $1 million or nore or for a single

condom niumunit with a conbined dwelling and content

repl acenent cost of $1 nmillion or nore.

5. The requirenents of paragraph (m that rates not be

conpetitive with approved rates charged by authorized insurers

do not apply in a county or area for which the office

determ nes that no authorized insurer is offering coverage.

6.4~ For the purposes of establishing a pilot program
to evaluate issues relating to the availability and
affordability of insurance in an area where historically there
has been little market conpetition, the provisions of
subpar agraph 2. do not apply to coverage provi ded by the
corporation in Monroe County if the office determines that a
reasonabl e degree of conpetition does not exist for persona
lines residential policies. The provisions of subparagraph 3.
do not apply to coverage provided by the corporation in Mnroe
County if the office deternmi nes that a reasonabl e degree of
conpetition does not exist for personal lines residentia
policies in the area of that county which is eligible for
wi nd-only coverage. In this county, the rates for persona
lines residential coverage shall be actuarially sound and not
excessive, inadequate, or unfairly discrimnatory and are
subject to the other provisions of the paragraph and s.
627.062. The conmm ssion shall adopt rules establishing the
criteria for determ ning whether a reasonabl e degree of

68

CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR 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

Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

conpetition exists for personal lines residential policies in
Monroe County. By March 1, 2006, the office shall submt a
report to the Legislature providing an eval uation of the
i mpl enentation of the pilot program affecting Monroe County.
7.5~ 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.
8.6~ Nothing in this paragraph shall require or allow
the corporation to adopt a rate that is inadequate under s.
627.062.
9.7 The corporation shall certify to the office at
| east twice annually that its personal lines rates conply with
the requirements 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
el ectronic neans of any rate filing it approves for any
i nsurer anong the insurers referred to in subparagraph 2.
10.8— In addition to the rates otherw se determ ned
pursuant to this paragraph, the corporation shall inpose and
coll ect an amount equal to the premiumtax provided for in s.

624.509 to augnment the financial resources of the corporation

it . | . .
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11. 10—~ By—Janvary—31—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.

12. After the public hurricane |oss-projection npde

under _s. 627.06281 has been found to be accurate and reliable

by the Florida Commi ssion on Hurricane Loss Projection

Met hodol ogy, that npdel shall serve as the m ni num benchnark

for determning the wi ndstorm portion of the corporation's

rates. This subparagraph does not require or_allow the

corporation to adopt rates lower than the rates otherw se

required or allowed by this paragraph.

(n)éey> If coverage in an account is deactivated
pursuant to paragraph (f), coverage through the corporation
shall be reactivated by order of the office only under one of
the foll owi ng circunstances:

1. If the market assistance plan receives a m ni mum of
100 applications for coverage within a 3-nmonth period, or 200
applications for coverage within a 1-year period or less for
residential coverage, unless the market assistance plan
71
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provi des a quotation fromadmtted carriers at their filed
rates for at |east 90 percent of such applicants. Any market
assi stance plan application that is rejected because an

i ndi vidual risk is so hazardous as to be uninsurabl e using the
criteria specified in subparagraph (c)8. shall not be included
in the m ni mum percentage cal cul ati on provided herein. In the
event that there is a legal or administrative challenge to a
deternmination by the office that the conditions of this
subpar agr aph have been nmet for eligibility for coverage in the
corporation, any eligible risk may obtain coverage during the
pendency of such chall enge.

2. In response to a state of energency declared by the
Governor under s. 252.36, the office may activate coverage by
order for the period of the emergency upon a finding by the
of fice that the enmergency significantly affects the
availability of residential property insurance.

(0)€H1. The corporation shall file with the office
quarterly statements of financial condition, an annua
statenment of financial condition, and audited financia
statements in the manner prescribed by law. In addition, the
corporation shall report to the office nmonthly on the types,
prem um exposure, and distribution by county of its policies
in force, and shall subnit other reports as the office
requires to carry out its oversight of the corporation

2. The activities of the corporation shall be revi ewed
at least annually by the office to determ ne whether coverage
shal | be deactivated in an account on the basis that the
conditions giving rise to its activation no |onger exist.

(p)€éegr1l. The corporation shall certify to the office
its needs for annual assessnents as to a particul ar cal endar
year, and for any interim assessnents that it deens to be
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necessary to sustain operations as to a particul ar year
pendi ng the recei pt of annual assessnents. Upon verification
the office shall approve such certification, and the
corporation shall |evy such annual or interim assessnents.
Such assessnents shall be prorated as provided in paragraph
(b). The corporation shall take all reasonable and prudent
steps necessary to collect the amount of assessment due from
each assessable insurer, including, if prudent, filing suit to
col l ect such assessment. |If the corporation is unable to
col l ect an assessnment from any assessable insurer, the
uncol | ect ed assessnents shall be levied as an additiona
assessnment agai nst the assessable insurers and any assessabl e
insurer required to pay an additional assessnent as a result
of such failure to pay shall have a cause of action against
such nonpayi ng assessable insurer. Assessnents shall be
i ncluded as an appropriate factor in the making of rates. The
failure of a surplus lines agent to collect and remt any
regul ar or enmergency assessnent |evied by the corporation is
considered to be a violation of s. 626.936 and subjects the
surplus |lines agent to the penalties provided in that section.

2. The governing body of any unit of |ocal government,
any residents of which are insured by the corporation, may
i ssue bonds as defined in s. 125.013 or s. 166.101 fromtinme
to time to fund an assistance program in conjunction with the
corporation, for the purpose of defraying deficits of the
corporation. In order to avoid needl ess and indiscrimnate
proliferation, duplication, and fragnentation of such
assi stance prograns, any unit of |ocal governnent, any
residents of which are insured by the corporation, may provide
for the paynent of |osses, regardl ess of whether or not the
| osses occurred within or outside of the territoria
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jurisdiction of the local governnent. Revenue bonds under this
subpar agraph may not be issued until validated pursuant to
chapter 75, unless a state of energency is declared by
executive order or proclamtion of the Governor pursuant to s.
252. 36 nmaking such findings as are necessary to deternine that
it is in the best interests of, and necessary for, the
protection of the public health, safety, and general welfare
of residents of this state and declaring it an essentia

public purpose to pernit certain municipalities or counties to
i ssue such bonds as will permt relief to clainmnts and
policyhol ders of the corporation. Any such unit of |oca
government may enter into such contracts with the corporation
and with any other entity created pursuant to this subsection
as are necessary to carry out this paragraph. Any bonds issued
under this subparagraph shall be payable from and secured by
noneys received by the corporation fromenmergency assessnents
under sub-subparagraph (b)3.d., and assigned and pl edged to or
on behalf of the unit of local governnent for the benefit of
the hol ders of such bonds. The funds, credit, property, and
taxi ng power of the state or of the unit of |ocal governnent
shall not be pledged for the paynment of such bonds. If any of
t he bonds remain unsold 60 days after issuance, the office
shall require all insurers subject to assessnment to purchase

t he bonds, which shall be treated as adnitted assets; each

i nsurer shall be required to purchase that percentage of the
unsol d portion of the bond issue that equals the insurer's

rel ative share of assessment liability under this subsection.
An insurer shall not be required to purchase the bonds to the
extent that the office deternmi nes that the purchase woul d

endanger or inpair the solvency of the insurer
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3.a. The corporation shall adopt one or nobre prograns
subj ect to approval by the office for the reduction of both
new and renewal witings in the corporation. The corporation
may consi der any prudent and not unfairly discrimnatory
approach to reducing corporation witings, and nay adopt a
credit against assessment liability or other liability that
provi des an incentive for insurers to take risks out of the
corporation and to keep risks out of the corporation by
mai ntai ni ng or increasing voluntary witings in counties or
areas in which corporation risks are highly concentrated and a
programto provide a forrmula under which an insurer
voluntarily taking risks out of the corporation by naintaining
or increasing voluntary witings will be relieved wholly or
partially from assessnents under sub-subparagraphs (b)3.a. and

b. However, any "take-out bonus" or paynent to an insurer nust

be conditioned on the property being insured for at least 5

vears by the insurer, unless cancel ed or nonrenewed by the

policyholder. If the policy is canceled or nonrenewed by the

pol i cyhol der before the end of the 5-year period, the anpunt

of the take-out bonus nust be prorated for the tine period the

policy was insured. Wen the corporation enters into a

contractual agreement for a take-out plan, the producing agent
of record of the corporation policy is entitled to retain any
unear ned comm ssion on such policy, and the insurer shal
either:

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

customary comni ssion of the corporation; or
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(1ry Ofer to allow the produci ng 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 insurer's
usual and custonmary comr ssion for the type of policy witten.
If the producing agent is unwilling or unable to accept
appoi ntnent by the new i nsurer, the new insurer shall pay the
agent in accordance wi th sub-sub-subparagraph (1).

b. Any credit or exenption fromregular assessnents
adopt ed under this subparagraph shall |ast no | onger than the
3 years following the cancellation or expiration of the policy
by the corporation. Wth the approval of the office, the board
may extend such credits for an additional year if the insurer
guarantees an additional year of renewability for all policies
renmoved fromthe corporation, or for 2 additional years if the
i nsurer guarantees 2 additional years of renewability for al
policies so renoved.

c. There shall be no credit, linitation, exenption, or
defernent from enmergency assessnents to be collected from
poli cyhol ders pursuant to sub-subparagraph (b)3.d.

4. The plan shall provide for the defernment, in whole
or in part, of the assessnment of an assessable insurer, other
than an enmergency assessnent collected from policyhol ders
pursuant to sub-subparagraph (b)3.d., if the office finds that
paynment of the assessnent woul d endanger or inpair the
sol vency of the insurer. In the event an assessment agai nst an
assessable insurer is deferred in whole or in part, the anount
by whi ch such assessnment is deferred may be assessed agai nst
the other assessable insurers in a manner consistent with the
basis for assessnments set forth in paragraph (b).

5. Effective July 1, 2007, in order to evaluate the

costs and benefits of approved take-out plans, if the
76
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1| corporation pays a bonus or other paynent to an insurer for an
2| approved take-out plan, it shall maintain a record of the

3| address or such other identifying information on the property
4| or risk renoved in order to track if and when the property or
5[ risk is later insured by the corporation.

6 ()R- Nothing in this subsection shall be construed

7| to preclude the issuance of residential property insurance

8| coverage pursuant to part VIII of chapter 626.

9 (r)6 There shall be no liability on the part of, and
10| no cause of action of any nature shall arise against, any

11| assessable insurer or its agents or enployees, the corporation
12| or its agents or enployees, nenbers of the board of governors
13| or their respective designees at a board neeting, corporation
14| comm ttee nmenbers, or the office or its representatives, for
15| any action taken by themin the performance of their duties or
16| responsibilities under this subsection. Such inmnity does not
17| apply to:

18 1. Any of the foregoing persons or entities for any
19| willful tort;
20 2. The corporation or its producing agents for breach
21| of any contract or agreenent pertaining to insurance coverage;
22 3. The corporation with respect to i ssuance or paynent
23| of debt; or
24 4. Any assessable insurer with respect to any action
25| to enforce an assessable insurer's obligations to the
26| corporation under this subsection.
27 (s For the purposes of s. 199.183(1), the
28| corporation shall be considered a political subdivision of the
29| state and shall be exenpt fromthe corporate i ncone tax. The
30| premiunms, assessnents, investnment income, and ot her revenue of
31| the corporation are funds received for providing property
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i nsurance coverage as required by this subsection, paying
clainms for Florida citizens insured by the corporation,
securing and repayi ng debt obligations issued by the
corporation, and conducting all other activities of the
corporation, and shall not be considered taxes, fees,
licenses, or charges for services inposed by the Legislature
on individuals, businesses, or agencies outside state
government. Bonds and ot her debt obligations issued by or on
behal f of the corporation are not to be considered "state
bonds" within the nmeaning of s. 215.58(8). The corporation is
not subject to the procurenment provisions of chapter 287, and
policies and decisions of the corporation relating to
i ncurring debt, levying of assessnents and the sale, issuance,
continuation, ternms and clains under corporation policies, and
all services relating thereto, are not subject to the
provi si ons of chapter 120. The corporation is not required to
obtain or to hold a certificate of authority issued by the
office, nor is it required to participate as a nenber insurer
of the Florida Insurance Guaranty Associ ati on. However, the
corporation is required to pay, in the same manner as an
authorized insurer, assessnents pledged by the Florida
I nsurance Guaranty Association to secure bonds issued or other
i ndebt edness incurred to pay covered clains arising from
i nsurer insolvencies caused by, or proximately related to,
hurricane losses. It is the intent of the Legislature that the
tax exenptions provided in this paragraph will augnment the
financial resources of the corporation to better enable the
corporation to fulfill its public purposes. Any debt
obligations berds issued by the corporation, their transfer
and the inconme therefrom including any profit made on the
sal e thereof, shall at all times be free fromtaxation of
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every kind by the state and any political subdivision or |oca
unit or other instrunmentality thereof; however, this exenption
does not apply to any tax inposed by chapter 220 on interest,

i ncome, or profits on debt obligations owned by corporations
ot her than the corporation.

()Y Upon a determination by the office that the
conditions giving rise to the establishnment and activation of
the corporation no |onger exist, the corporation is dissolved.
Upon di ssolution, the assets of the corporation shall be
applied first to pay all debts, liabilities, and obligations
of the corporation, including the establishnent of reasonable
reserves for any contingent liabilities or obligations, and
all remaining assets of the corporation shall beconme property
of the state and shall be deposited in the Florida Hurricane
Cat ast rophe Fund. However, no dissolution shall take effect as
Il ong as the corporation has bonds or other financia
obl i gati ons outstandi ng unl ess adequate provi sion has been
made for the paynent of the bonds or other financia
obl i gations pursuant to the docunents authorizing the issuance
of the bonds or other financial obligations.

(W1, Effective July 1, 2002, policies of the
Resi dential Property and Casualty Joint Underwiting
Associ ation shall becone policies of the corporation. Al
obligations, rights, assets and liabilities of the Residentia
Property and Casualty Joint Underwiting Association
i ncl udi ng bonds, note and debt obligations, and the financing
docunents pertaining to them beconme those of the corporation
as of July 1, 2002. The corporation is not required to issue
endorsenents or certificates of assunption to insureds during

the remaining termof in-force transferred policies.
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2. Effective July 1, 2002, policies of the Florida
W ndst orm Underwriting Association are transferred to the
corporation and shall becone policies of the corporation. Al
obligations, rights, assets, and liabilities of the Florida
W ndst orm Underwriting Association, including bonds, note and
debt obligations, and the financing docunments pertaining to
them are transferred to and assunmed by the corporation on July
1, 2002. The corporation is not required to issue endorsenent
or certificates of assunption to insureds during the rengining
termof in-force transferred policies.

3. The Florida Wndstorm Underwiting Association and
the Residential Property and Casualty Joint Underwriting
Associ ation shall take all actions as may be proper to further
evi dence the transfers and shall provide the docunents and
i nstruments of further assurance as nay reasonably be
requested by the corporation for that purpose. The corporation
shal | execute assunptions and instrunments as the trustees or
other parties to the financing docunents of the Florida
W ndstorm Underwriting Association or the Residential Property
and Casualty Joint Underwriting Association may reasonably
request to further evidence the transfers and assunptions,
whi ch transfers and assunptions, however, are effective on the
date provi ded under this paragraph whether or not, and
regardl ess of the date on which, the assunptions or
i nstruments are executed by the corporation. Subject to the
rel evant financing docunents pertaining to their outstanding
bonds, notes, indebtedness, or other financing obligations,

t he noneys, investnents, receivables, choses in action, and
ot her intangibles of the Florida Wndstorm Underwiting
Associ ation shall be credited to the high-risk account of the
corporation, and those of the personal lines residentia
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coverage account and the comercial |ines residential coverage
account of the Residential Property and Casualty Joint
Underwriting Association shall be credited to the persona
lines account and the comrercial |ines account, respectively,
of the corporation.

4. Effective July 1, 2002, a new applicant for
property insurance coverage who woul d ot herwi se have been
eligible for coverage in the Florida Wndstorm Underwiting
Association is eligible for coverage fromthe corporation as
provided in this subsection.

5. The transfer of all policies, obligations, rights,
assets, and liabilities fromthe Florida Wndstorm
Underwriting Association to the corporation and the renam ng
of the Residential Property and Casualty Joint Underwiting
Associ ation as the corporation shall in no way affect the
coverage with respect to covered policies as defined in s.
215.555(2)(c) provided to these entities by the Florida
Hurri cane Catastrophe Fund. The coverage provided by the
Fl ori da Hurri cane Catastrophe Fund to the Florida Wndstorm
Underwriting Association based on its exposures as of June 30,
2002, and each June 30 thereafter shall be redesignated as
coverage for the high-risk account of the corporation.

Not wi t hst andi ng any ot her provision of |aw, the coverage
provi ded by the Florida Hurricane Catastrophe Fund to the
Resi dential Property and Casualty Joint Underwiting
Associ ati on based on its exposures as of June 30, 2002, and
each June 30 thereafter shall be transferred to the persona
ines account and the conmercial |ines account of the
corporation. Notw thstandi ng any other provision of |law, the
hi gh-ri sk account shall be treated, for all Florida Hurricane
Cat ast rophe Fund purposes, as if it were a separate
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participating insurer with its own exposures, reinmbursenent
premium and | oss rei nbursement. Likew se, the personal |ines
and comercial |ines accounts shall be viewed together, for
all Florida Hurricane Catastrophe Fund purposes, as if the two
accounts were one and represent a single, separate
participating insurer with its own exposures, reinmbursenent
premium and | oss rei nbursenment. The coverage provi ded by the
Fl ori da Hurri cane Catastrophe Fund to the corporation shal
constitute and operate as a full transfer of coverage fromthe
Fl ori da W ndstorm Underwriting Association and Residentia
Property and Casualty Joint Underwiting to the corporation
(V)€ Notwithstandi ng any ot her provision of |aw

1. The pledge or sale of, the lien upon, and the
security interest in any rights, revenues, or other assets of
the corporation created or purported to be created pursuant to
any financing docunents to secure any bonds or other
i ndebt edness of the corporation shall be and remain valid and
enforceabl e, notw thstandi ng the comencenent of and during
the continuation of, and after, any rehabilitation
i nsol vency, liquidation, bankruptcy, receivership
conservatorship, reorgani zation, or simlar proceedi ng agai nst
the corporation under the laws of this state.

2. No such proceeding shall relieve the corporation of
its obligation, or otherwise affect its ability to performits
obligation, to continue to collect, or levy and coll ect,
assessnments, market equalization or other surcharges under
subpar agraph (c)10., or any other rights, revenues, or other
assets of the corporation pledged pursuant to any financing
docunents.

3. Each such pl edge or sale of, lien upon, and
security interest in, including the priority of such pl edge,
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1| lien, or security interest, any such assessnents, market

2| equalization or other surcharges, or other rights, revenues,

3| or other assets which are collected, or |evied and coll ect ed,
4| after the commencenent of and during the pendency of, or

5| after, any such proceeding shall continue unaffected by such

6| proceeding. As used in this subsection, the term"financing

7| docunents" means any agreenent or agreenments, instrunment or

8| instrunents, or other docunment or docunments now existing or

9| hereafter created evidencing any bonds or other indebtedness
10| of the corporation or pursuant to which any such bonds or

11| other indebtedness has been or nmay be issued and pursuant to
12| which any rights, revenues, or other assets of the corporation
13| are pledged or sold to secure the repaynent of such bonds or
14| i ndebt edness, together with the paynment of interest on such

15| bonds or such indebtedness, or the paynent of any other

16| obligation or financial product, as defined in the plan of

17| operation of the corporation related to such bonds or

18| i ndebt edness.

19 4. Any such pledge or sale of assessnents, revenues,
20| contract rights, or other rights or assets of the corporation
21| shall constitute a lien and security interest, or sale, as the
22| case may be, that is inmediately effective and attaches to

23| such assessnents, revenues, or contract rights or other rights
24| or assets, whether or not inposed or collected at the tine the
25| pledge or sale is nmade. Any such pledge or sale is effective,
26| valid, binding, and enforceabl e against the corporation or

27| other entity making such pledge or sale, and valid and binding
28| agai nst and superior to any conpeting clainms or obligations

29| owed to any other person or entity, including policyholders in
30| this state, asserting rights in any such assessnents,

31| revenues, or contract rights or other rights or assets to the
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extent set forth in and in accordance with the terms of the

pl edge or sale contained in the applicable financing
docunents, whether or not any such person or entity has notice
of such pledge or sale and wi thout the need for any physica
delivery, recordation, filing, or other action

5. As long as the corporation has any bonds

out st andi ng, the corporation may not file a voluntary petition

under chapter 9 of the federal Bankruptcy Code or such

correspondi ng chapter or sections as may be in effect, from

tine to tine, and a public officer or any organization,

entity, or other person nmay not authorize the corporation to

be or becone a debtor under chapter 9 of the federa

Bankruptcy Code or such correspondi ng chapter or sections as

may be in effect, fromtine to tine, during any such period.

(W1, The followi ng records of the corporation are
confidential and exenpt fromthe provisions of s. 119.07(1)
and s. 24(a), Art. | of the State Constitution:

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

b. dainms files, until termnation of all litigation
and settlenment of all clains arising out of the same incident,
al t hough portions of the clains files nmay remai n exenpt, as
ot herwi se provided by |aw. Confidential and exenpt clainms file
records may be rel eased to other governnmental agencies upon
written request and denonstration of need; such records held
by the receiving agency remain confidential and exenpt as
provi ded for herein.

c. Records obtained or generated by an interna
audi tor pursuant to a routine audit, until the audit is
conpleted, or if the audit is conducted as part of an
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i nvestigation, until the investigation is closed or ceases to
be active. An investigation is considered "active" while the
i nvestigation is being conducted with a reasonable, good faith
belief that it could lead to the filing of adm nistrative,
civil, or crimnal proceedings.

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

e. Proprietary information |icensed to the corporation
under contract and the contract provides for the
confidentiality of such proprietary information.

f. Al information relating to the nmedical condition
or nedical status of a corporation enployee which is not
rel evant to the enployee's capacity to performhis or her
duties, except as otherw se provided in this paragraph
I nformati on which is exenpt shall include, but is not limted
to, information relating to workers' conpensation, insurance
benefits, and retirenment or disability benefits.

g. Upon an enpl oyee's entrance into the enpl oyee
assi stance program a programto assist any enpl oyee who has a
behavi oral or nedical disorder, substance abuse problem or
enotional difficulty which affects the enpl oyee's job
performance, all records relative to that participation shal
be confidential and exenpt fromthe provisions of s. 119.07(1)
and s. 24(a), Art. | of the State Constitution, except as
ot herwi se provided in s. 112.0455(11).

h. Information relating to negotiations for financing,
rei nsurance, depopul ation, or contractual services, until the
concl usi on of the negotiations.

i. Mnutes of closed neetings regardi ng underwriting
files, and minutes of closed neetings regarding an open clains
file until termination of all litigation and settlenment of al
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clainms with regard to that claim except that infornmation

ot herwi se confidential or exenpt by law will be redacted.

When an aut horized insurer is considering underwiting a risk
i nsured by the corporation, relevant underwiting files and
confidential clainms files nmay be released to the insurer

provi ded the insurer agrees in witing, notarized and under
oath, to maintain the confidentiality of such files. When a
file is transferred to an insurer that file is no | onger a
public record because it is not held by an agency subject to
the provisions of the public records law. Underwiting files
and confidential clains files nay al so be released to staff of
and the board of governors of the nmarket assistance plan
established pursuant to s. 627.3515, who nust retain the
confidentiality of such files, except such files nay be

rel eased to authorized insurers that are considering assum ng
the risks to which the files apply, provided the insurer
agrees in witing, notarized and under oath, to mamintain the
confidentiality of such files. Finally, the corporation or
the board or staff of the market assistance plan may nmeke the
following information obtained fromunderwiting files and
confidential clainms files available to licensed general lines
i nsurance agents: nane, address, and tel ephone nunber of the
residential property owner or insured; l|location of the risk;
rating information; |loss history; and policy type. The
receiving licensed general |lines insurance agent nust retain
the confidentiality of the information received.

2. Portions of neetings of the corporation are exenpt
fromthe provisions of s. 286.011 and s. 24(b), Art. | of the
State Constitution wherein confidential underwiting files or
confidential open clains files are discussed. All portions of
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corporation nmeetings which are closed to the public shall be
recorded by a court reporter. The court reporter shall record
the tinmes of comencenent and termnination of the neeting, al
di scussi on and proceedi ngs, the nanmes of all persons present
at any tinme, and the nanmes of all persons speaking. No
portion of any closed neeting shall be off the record.
Subj ect to the provisions hereof and s. 119.07(1)(b)-(d), the
court reporter's notes of any closed neeting shall be retained
by the corporation for a mninmmof 5 years. A copy of the
transcript, |less any exenpt matters, of any closed neeting
wherein clains are discussed shall beconme public as to
i ndividual clainms after settlenent of the claim

(xX)éer It is the intent of the Legislature that the
amendnments to this subsection enacted in 2002 shoul d, over
time, reduce the probabl e maxi mum wi ndstorm | osses in the
resi dual markets and shoul d reduce the potential assessnents
to be levied on property insurers and policyhol ders statew de.
In furtherance of this intent:

1. The board shall, on or before February 1 of each
year, provide a report to the President of the Senate and the
Speaker of the House of Representatives showi ng the reduction
or increase in the 100-year probable maxi mum | oss attributable
to wi nd-only coverages and the quota share program under this
subsecti on conbi ned, as conpared to the benchmark 100-year
probabl e maxi mum | oss of the Florida Wndstorm Underwriting
Associ ation. For purposes of this paragraph, the benchmark
100-year probable maxi mum | oss of the Florida Wndstorm
Underwriting Association shall be the cal cul ati on dated
February 2001 and based on November 30, 2000, exposures. In

order to ensure conparability of data, the board shall use the
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same nmethods for calculating its probable maxi mum | oss as were
used to cal cul ate the benchmark probabl e maxi mum | oss.

2. Beginning February 1, 2009 2806+, if the report
under subparagraph 1. for any year indicates that the 100-year
probabl e maxi mum | oss attributable to wi nd-only coverages and
the quota share program conbi ned does not reflect a reduction
of at least 25 percent fromthe benchmark, the board shal
reduce the boundaries of the high-risk area eligible for
wi nd-only coverages under this subsection in a manner
calculated to reduce such probable maxi mum | oss to an anpunt
at | east 25 percent bel ow t he benchmark.

3. Beginning February 1, 2014 2842, if the report
under subparagraph 1. for any year indicates that the 100-year
probabl e maxi mum | oss attributable to wi nd-only coverages and
the quota share program conbi ned does not reflect a reduction
of at least 50 percent fromthe benchmark, the boundaries of
the high-risk area eligible for wind-only coverages under this
subsection shall be reduced by the elimnation of any area
that is not seaward of a line 1,000 feet inland fromthe
I ntracoastal Waterway.

(VMY€p>r In enacting the provisions of this section, the
Legi sl ature recogni zes that both the Florida Wndstorm
Underwriting Association and the Residential Property and
Casualty Joint Underwriting Association have entered into
fi nanci ng arrangenents that obligate each entity to service
its debts and nmaintain the capacity to repay funds secured
under these financing arrangenments. It is the intent of the
Legi slature that nothing in this section be construed to
conprom se, dimnish, or interfere with the rights of
creditors under such financing arrangements. It is further the
intent of the Legislature to preserve the obligations of the
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Fl ori da W ndstorm Underwriting Association and Residentia
Property and Casualty Joint Underwiting Association with
regard to outstanding financing arrangenents, with such
obl i gations passing entirely and unchanged to the corporation
and, specifically, to the applicable account of the
corporation. So |long as any bonds, notes, indebtedness, or
ot her financing obligations of the Florida Wndstorm
Underwriting Association or the Residential Property and
Casualty Joint Underwiting Association are outstandi ng, under
the terms of the financing docunents pertaining to them the
governi ng board of the corporation shall have and shal
exercise the authority to |levy, charge, collect, and receive
all premunms, assessnents, surcharges, charges, revenues, and
recei pts that the associations had authority to | evy, charge,
collect, or receive under the provisions of subsection (2) and
this subsection, respectively, as they existed on January 1,
2002, to provide moneys, w thout exercise of the authority
provi ded by this subsection, in at |east the anmpunts, and by
the tinmes, as would be provided under those forner provisions
of subsection (2) or this subsection, respectively, so that
the val ue, anount, and collectability of any assets, revenues,
or revenue source pledged or comitted to, or any lien thereon
securing such outstandi ng bonds, notes, indebtedness, or other
financing obligations will not be dimnished, inpaired, or
adversely affected by the amendnents made by this act and to
permt conpliance with all provisions of financing docunents
pertaining to such bonds, notes, indebtedness, or other
financing obligations, or the security or credit enhancenent
for them and any reference in this subsection to bonds,
not es, indebtedness, financing obligations, or simlar
obligations, of the corporation shall include like instrunents
89
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or contracts of the Florida Wndstorm Underwriting Association
and the Residential Property and Casualty Joint Underwriting
Association to the extent not inconsistent with the provisions
of the financing docunments pertaining to them

(z)€e The corporation shall not require the securing
of flood insurance as a condition of coverage if the insured
or applicant executes a form approved by the office affirning
that flood insurance is not provided by the corporation and
that if flood insurance is not secured by the applicant or
insured in addition to coverage by the corporation, the risk
wi Il not be covered for flood damage. A corporation
pol i cyhol der electing not to secure flood insurance and
executing a formas provided herein making a claimfor water
danmage agai nst the corporation shall have the burden of
provi ng the damage was not caused by floodi ng. Notw t hstandi ng
ot her provisions of this subsection, the corporation nmay deny
coverage to an applicant or insured who refuses to execute the
form descri bed herein.

(aa)f+> A salaried enployee of the corporation who
performs policy admnistration services subsequent to the
ef fectuation of a corporation policy is not required to be
licensed as an agent under the provisions of s. 626.112.

(bb) By February 1, 2007, the corporation shall subnit

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

standi ng comm ttees of the Senate and the House of

Representatives having jurisdiction over matters relating to

property and casualty insurance. In preparing the report, the

corporation shall consult with the Ofice of |nsurance

Requl ati on, the Departnent of Financial Services, and any
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1| other party the corporation determ nes appropriate. The report
2| nmust include all findings and recomendati ons on the

3| feasibility of requiring authorized insurers that issue and

4| service personal and commercial residential policies and

5| comrercial nonresidential policies that provide coverage for
6| basic property perils except for the peril of wind to issue

7| and service for a fee personal and commercial residentia

8| policies and commercial nonresidential policies providing

9| coverage for the peril of wind i ssued by the corporation. The
10| report nust include:

11 1. The expense savings to the corporation of issuing
12| and servicing such policies as deternined by a cost-benefit
13| anal ysis.

14 2. The expenses and liability to authorized insurers
15| associated with issuing and servicing such policies.

16 3. The effect on service to policyholders of the

17| corporation relating to issuing and servicing such policies.
18 4. The effect on the producing agent of the

19| corporation of issuing and servicing such policies.

20 5. Recommendations as to the anmount of the fee which
21| should be paid to authorized insurers for issuing and

22| servicing such policies.

23 6. The effect that issuing and servicing such policies
24| will have on the corporation's nunber of policies, tota

25| insured value, and probable maxinmmloss.

26 Section 10. The amendments nmade by this act to s.

27| 627.351(6), Florida Statutes, which change the nethod for

28| calculating and deternining the assessnents and surcharges

29| that must be levied or collected to fund deficits in Citizens
30| Property Insurance Corporation apply to a deficit incurred by
31| the corporation for cal endar year 2006 and thereafter

91
CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

1 Section 11. Effective July 1, 2006, paragraph (a) of

2| subsection (5) of section 627.3511, Florida Statutes, is

3| amended to read:

4 627.3511 Depopul ation of Citizens Property |nsurance
5| Corporation.--

6 (5) APPLI CABI LITY.--

7 (a) The take-out bonus provided by subsection (2) and
8| the exenption from assessnent provided by paragraph (3)(a)

9| apply only if the corporation policy is replaced by either a
10| standard policy including wind coverage or, if consistent with
11| the insurer's underwiting rules as filed with the office, a
12| basic policy including wind coverage; however, with respect to
13| risks located in areas where coverage through the high-risk
14| account of the corporation is available, the replacenent

15| policy need not provide wi nd coverage. The insurer nmust renew
16| the replacenent policy at approved rates on substantially

17| simlar terns for four +we additional 1l-year terns, unless

18| canceled or not renewed by the policyhol der inAsurer—foer—a

19| tawfu—+reasen—eother—thanreduetion—of hurricane—exposure. |f
20| an insurer assumes the corporation's obligations for a policy,
21| it nust issue a replacenment policy for a 1-year term upon
22| expiration of the corporation policy and nust renew the
23| replacenent policy at approved rates on substantially simlar
24| terns for four twe additional 1-year terns, unless cancel ed or
25| not renewed by the policyhol der insurer—feor—atawfutl—Freasen
26 | ether—thanreduetion—ofhurricane—exposure. For each
27| replacenent policy cancel ed or nonrenewed by the insurer for
28| any reason during the 5-year 3—year coverage period required
29| by this paragraph, the insurer nust renove fromthe
30| corporation one additional policy covering a risk simlar to
31| the risk covered by the cancel ed or nonrenewed policy. In
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addition to these requirenents, the corporation nust place the
bonus moneys in escrow for a period of 5 3 years; such nobneys

may be rel eased fromescrowonly to pay clains. |If the policy

is cancel ed or nonrenewed before the end of the 5-year period,

the ampunt of the take-out bonus nust be prorated for the tine

period the policy was insured. A take-out bonus provided by

subsection (2) or subsection (6) shall not be considered
prem um i ncome for purposes of taxes and assessnments under the
Fl ori da I nsurance Code and shall remain the property of the
corporation, subject to the prior security interest of the
i nsurer under the escrow agreenent until it is released from
escrow, and after it is released fromescrow it shall be
consi dered an asset of the insurer and credited to the
i nsurer's capital and surpl us.

Section 12. Effective July 1, 2006, section 627.3517,
Florida Statutes, is amended to read:

627. 3517 Consuner choice. --

(1) Except as provided in subsection (2), no provision

of s. 627.351, s. 627.3511, or s. 627.3515 shall be construed

to inpair the right of any insurance risk apportionnent plan
pol i cyhol der, upon receipt of any keepout or take-out offer
to retain his or her current agent, so long as that agent is
duly licensed and appoi nted by the insurance risk
apportionnent plan or otherw se authorized to place business
with the insurance risk apportionnment plan. This right shal
not be cancel ed, suspended, inpeded, abridged, or otherw se
conprom sed by any rule, plan of operation, or depopul ation
pl an, whet her through keepout, take-out, midterm assunption
or any other neans, of any insurance risk apportionnent plan
or depopul ation plan, including, but not limted to, those
described in s. 627.351, s. 627.3511, or s. 627.3515. The
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conmmi ssi on shall adopt any rul es necessary to cause any

i nsurance risk apportionment plan or nmarket assistance plan
under such sections to denpnstrate that the operations of the
plan do not interfere with, pronote, or allow interference
with the rights created under this section. If the

policyhol der's current agent is unable or unwilling to be
appointed with the insurer maeking the take-out or keepout

of fer, the policyholder shall not be disqualified from
participation in the appropriate insurance risk apportionnment
pl an because of an offer of coverage in the voluntary market.
An offer of full property insurance coverage by the insurer
currently insuring either the ex-wind or wi nd-only coverage on
the policy to which the offer applies shall not be considered
a take-out or keepout offer. Any rule, plan of operation, or
pl an of depopul ati on, through keepout, take-out, mdterm
assunption, or any other nmeans, of any property insurance risk
apportionnent plan under s. 627.351(2) or (6) is subject to
ss. 627.351(2)(b) and (6)(c) and 627.3511(4).

(2) This section does not apply during the first 10

days after a new application for coverage has been submtted

to Citizens Property |Insurance Corporation under_s.

627.351(6), whether or not coverage is bound during this

peri od.
Section 13. Section 627.3519, Florida Statutes, is

created to read

627.3519 Annual report of aggregate net probable

mexi mum | osses, financing options, and potentia

assessnents.--No |later than February 1 of each year, the

Fi nanci al Services Conm ssion shall provide to the Legislature

a report of the aggregate net probable maxi mum | osses,

financing options, and potential assessnments of the Florida
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1| Hurricane Catastrophe Fund and Citizens Property |nsurance

2| Corporation. The report must include the respective 50-year

3| 100-year, and 250-year probable maxi num | osses of the fund and
4| the corporation; analysis of all reasonable financing

5| strategies for each such probable maxi mum |l oss, including the
6| ampunt and term of debt instrunents; specification of the

7| percentage assessnents that would be needed to support each of
8| the financing strategies; and calculations of the aggregate

9| assessnment burden on Florida property and casualty

10| policyholders for each of the probable maxi num | osses. The

11| commi ssion shall require the fund and the corporation to

12| provide the conmission with such data and analysis as the

13| comm ssion considers necessary to prepare the report.

14 Section 14. Paragraph (b) of subsection (3) of section
15| 627.4035, Florida Statutes, is anmended to read:

16 627.4035 Cash paynent of prem uns; clains.--

17 (3) Al paynents of clains nade in this state under

18| any contract of insurance shall be paid:

19 (b) If authorized in witing by the recipient or the
20| recipient's representative, by debit card or any other form of
21| electronic transfer. Any fees or costs to be charged agai nst
22| the recipient nust be disclosed in witing to the recipient or
23| the recipient's representative at the tinme of witten
24| authorization. However, the witten authorization requirenent
25| may be waived by the recipient or the recipient's
26| representative if the insurer verifies the identity of the
27| insured or the insured's recipient and does not charge a fee
28| for the transaction. If the funds are nmisdirected, the insurer
29| remains liable for the payment of the claim
30 Section 15. Section 627.6121, Florida Statutes, is
31| created to read
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1 627.6121 Paynment of clains for dual interest

2| property.--For policies issued or renewed on or after October
3| 1. 2006, a property insurer shall transnmit clainms paynments

4| directly to the primary policyhol der by check or other

5| allowabl e paynment nethod, payable to the primary policyhol der
6| only, without requiring a dual endorsenent from any

7| nortgagehol der or lienholder, for the foll ow ng:

8 (1) Anmpunts payable under the policy for persona

9| property and contents, additional living expenses, and other
10| covered itens that are not subject to a recorded security

11| interest that is noted in the dual interest provision of the
12| policy.

13 (2) Ampunts payable under the policy for the |esser of

14 ($20, 000 or the first 20 percent of the insurer's estimte of

15| the total projected covered claimanpunt, for the repair or

16| replacenent of property subject to a recorded security

17| interest that is noted in the dual interest provision of the

18| policy. The insurer shall provide witten notice to the

19| nortgagehol der or |ienholder of such paynents nade pursuant to

20| this subsection.

21 Section 16. Subsection (2) of section 627.7011

22| Florida Statutes, is anended, and subsection (6) is added to

23| that section, to read:

24 627. 7011 Hormeowners' policies; offer of replacenent

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

26 (2) Unless the insurer obtains the policyholder's

27| witten refusal of the policies or endorsenents specified in

28| subsection (1), any policy covering the dwelling is deened to

29| include the | aw and ordi nance coverage |imted to 25 percent

30| of the dwelling limt speeirfied—inparagraph—{H-{b)y The

31| rejection or selection of alternative coverage shall be nmade
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1| on a form approved by the office. The formshall fully advise
2| the applicant of the nature of the coverage being rejected. If
3| this formis signed by a naned insured, it will be

4| conclusively presuned that there was an infornmed, know ng

5| rejection of the coverage or election of the alternative

6| coverage on behalf of all insureds. Unless the policyhol der

7| requests in witing the coverage specified in this section, it
8| need not be provided in or supplenmental to any other policy

9| that renews, insures, extends, changes, supersedes, or

10| replaces an existing policy when the policyhol der has rejected
11| the coverage specified in this section or has sel ected

12| alternative coverage. The insurer nust provide such

13| policyholder with notice of the availability of such coverage
14| in a form approved by the office at |east once every 3 years.
15| The failure to provide such notice constitutes a violation of
16| this code, but does not affect the coverage provi ded under the
17| policy.

18 (6) This section does not prohibit an insurer from

19| limiting its liability under a policy or endorsenent providing
20| that loss will be adjusted on the basis of replacement costs
21| to the lesser of:

22 (a) The limt of liability shown on the policy

23| decl arations page;

24 (b) The reasonable and necessary cost to repair the

25| damaged, destroyed, or stolen covered property; or

26 (c) The reasonable and necessary cost to replace the

27| damaged, destroyed, or stolen covered property.

28 Section 17. Section 627.7019, Florida Statutes, is

29| created to read:

30 627. 7019 Standardization of requirements applicable to
31| insurers after natural disasters.--
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1 (1) The conmi ssion shall adopt by rule, pursuant to s.
2| 120.54(1)-(3), standardized requirenents that may be applied
3| to insurers as a consequence of a hurricane or other natura

4| disaster. The rules shall address the follow ng areas:

5 (a) Cains reporting requirenents.

6 (b) Grace periods for paynent of prem uns and

7| performance of other duties by insureds.

8 (c) Tenporary postponenent of cancellations and

9| nonrenewal s.

10 (2) The rules adopted under this section shall require
11| the office to issue an order within 72 hours after the

12| occurrence of a hurricane or other natural disaster

13| specifying, by line of insurance, which of the standardized
14| requirenents apply, the geodraphic areas in which they apply,
15| the tinme at which applicability commences, and the tinme at

16| which applicability terninates.

17 Section 18. Subsection (1) and paragraph (d) of

18| subsection (2) of section 627.706, Florida Statutes, are

19| anended to read:

20 627.706 Sinkhol e insurance; definitions.--

21 (1) Every insurer authorized to transact property

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

23| insurable sinkhole | osses on any structure, including contents
24| of personal property contained therein, to the extent provided
25| in the formto which the sinkhole coverage attaches. A policy
26| for residential property insurance may include a deductible
27| ampount applicable to sinkhole |losses equal to 1 percent, 2

28| percent, 5 percent, or 10 percent of the policy dwelling

29| limits, with appropriate premi um discounts offered with each
30| deductibl e anpunt.

31

98
CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR 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

Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

(2) As used in ss. 627.706-627.7074, and as used in
connection with any policy providing coverage for sinkhole
| osses:

(d) "Professional engineer" nmeans a person, as defined
ins. 471.005, who has a bachelor's degree or higher in
engineering with a specialty in the geotechnical engineering

field. A professional Amr engi neer nust have geotechnica

experience and expertise in the identification of sinkhole
activity as well as other potential causes of damage to the
structure.

Section 19. Subsections (2), (3), (5), (6), and (9) of
section 627.707, Florida Statutes, are anended to read:

627. 707 Standards for investigation of sinkhole clains
by insurers; nonrenewal s.--Upon receipt of a claimfor a
si nkhol e 1 0oss, an insurer must neet the follow ng standards in
investigating a claim

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

i nsurer shall engage a professional akr engineer or a

prof essi onal geol ogi st to conduct testing as provided in s.
627.7072 to deternmine the cause of the loss within a
reasonabl e professional probability and issue a report as
provided in s. 627.7073, if:

(a) The insurer is unable to identify a valid cause of
t he damage or di scovers danmage to the structure which is
consi stent with sinkhole |oss; or

(b) The policyhol der demands testing in accordance
with this section or s. 627.7072.

(3) Following the initial inspection of the insured
prem ses, the insurer shall provide witten notice to the

pol i cyhol der disclosing the follow ng information:
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(a) What the insurer has determned to be the cause of
damage, if the insurer has nmade such a determ nation.
(b) A statenment of the circunmstances under which the

insurer is required to engage a professional ar engineer or a

prof essi onal geologist to verify or elimnate sinkhole |oss

and to engage a professional an engineer to make

recommendati ons regarding |and and buil ding stabilization and
foundati on repair.

(c) A statenent regarding the right of the

pol i cyhol der to request testing by a professional amr engineer
or a professional geol ogist and the circunstances under which
t he policyhol der may demand certain testing.

(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

recomendati ons of the professional engineer as provided under

s. 627.7073, and in consultation with the policyhol der
subject to the coverage and terns of the policy. The insurer
shall pay for other repairs to the structure and contents in
accordance with the terns of the policy.

(b) The insurer may limt its paynent to the actua
cash val ue of the sinkhole |oss, not including underpinning or
grouting or any other repair technique perforned bel ow the
exi sting foundation of the building, until the policyhol der
enters into a contract for the performance of building
stabilization or foundation repairs. After the policyhol der
enters into the contract, the insurer shall pay the anpunts
necessary to begin and perform such repairs as the work is
performed and the expenses are incurred. The insurer may not
require the policyholder to advance paynent for such repairs.
If repair covered by a personal lines residential property
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i nsurance policy has begun and the professional engineer

sel ected or approved by the insurer deternmines that the repair
cannot be conpleted within the policy limts, the insurer nust

ei ther conplete the professional engineer's recomended repair

or tender the policy limts to the policyholder wi thout a
reduction for the repair expenses incurred.

(c) Upon the insurer's obtaining the witten approva

of the policyholder and any lienholder, the insurer nmay neke

paynent directly to the persons selected by the policyhol der

to performthe land and building stabilization and foundation

repairs. The decision by the insurer to nake paynent to such

persons _does not hold the insurer liable for the work

per f or med.
(6) Except as provided in subsection (7), the fees and

costs of the professional engineer or the professiona
geol ogi st shall be paid by the insurer

(9) The insurer may engage a professional structural
engi neer to make recommendations as to the repair of the
structure.

Section 20. Subsection (1) of section 627.7072,
Florida Statutes, is anended to read:

627. 7072 Testing standards for sinkholes.--

(1) The professional engineer or and professiona

geol ogi st shall perform such tests as sufficient, in their
prof essi onal opinion, to determ ne the presence or absence of
si nkhol e 1 oss or other cause of damage within reasonabl e
prof essi onal probability and for the professional engineer to
make recomrendati ons regardi ng necessary buil ding
stabilization and foundation repair

Section 21. Subsections (1) and (2) of section
627.7073, Florida Statutes, are anended to read:
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1 627. 7073 Sinkhol e reports.--

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

3| 627.7072, the professional engineer or and professiona

4| geol ogi st shall issue a report and certification to the

5| insurer and the policyholder as provided in this section

6 (a) Sinkhole loss is verified if, based upon tests
7| perforned in accordance with s. 627.7072, a professional anr
8| engineer or anrd a professional geol ogi st jissues issdue a

9| witten report and certification stating:

10 1. That the cause of the actual physical and

11| structural danmge is sinkhole activity within a reasonable
12| professional probability.

13 2. That the anal yses conducted were of sufficient
14| scope to identify sinkhole activity as the cause of danmmge
15| within a reasonabl e professional probability.

16 3. A description of the tests perforned.

17 4. A recommendation by the professional engineer of
18| nmethods for stabilizing the | and and buil ding and for meking
19| repairs to the foundation.

20 (b) If sinkhole activity is elinmnated as the cause of
21| damage to the structure, the professional engineer or and
22| professional geologist shall issue a witten report and

23| certification to the policyholder and the insurer stating:
24 1. That the cause of the damage is not sinkhole

25| activity within a reasonabl e professional probability.

26 2. That the analyses and tests conducted were of

27| sufficient scope to elimnate sinkhole activity as the cause
28| of danmmge within a reasonabl e professional probability.

29 3. A statenent of the cause of the damage within a
30| reasonabl e professional probability.

31 4. A description of the tests perforned.
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1 (c) The respective findings, opinions, and

2| reconmendati ons of the professional engineer or ard

3| professional geologist as to the cause of distress to the

4| property werifieatien—or—eHmnationof—a—sinkheletoess and
5| the findings, opinions, and recomrendati ons of the

6| professional engineer as to |l and and buil ding stabilization
7| and foundation repair shall be presunmed correct.

8 (2) Any insurer that has paid a claimfor a sinkhole
9| loss shall file a copy of the report and certification

10| prepared pursuant to subsection (1), with the county clerk of
11| court preperty—appratser, who shall record the report and

12| certification with the parcel nunber. The insurer shall bear
13| the cost of filing and recording the report and certification
14| There shall be no cause of action or liability against an

15| insurer for conpliance with this section. The seller of rea
16| property upon which a sinkhol e claimhas been nade shal

17| disclose to the buyer of such property that a claimhas been
18| paid and whether or not the full anobunt of the proceeds were
19| used to repair the sinkhol e damage.

20 Section 22. Effective Cctober 1, 2006, section

21| 627.7074, Florida Statutes, is created to read:

22 627. 7074 Alternative procedure for resolution of

23| disputed sinkhole insurance clains.--

24 (1) As used in this section, the term

25 (a) "Neutral evaluation" nmeans the alternative dispute
26| resolution provided for in this section.

27 (b) "Neutral evaluator" neans a professional engineer
28| or a professional geologist who has conpleted a course of

29| study in alternative dispute resolution designed or approved
30| by the departnent for use in the neutral evaluation process,
31| who is determined to be fair and inpartial
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(2)(a) The departnent shall certify and maintain a

list of persons who are neutral evaluators.

(b) The department shall prepare a consuner

informati on panphlet for distribution by insurers to

policyhol ders which clearly describes the neutral eval uation

process and includes information and forns necessary for the

policyhol der to request a neutral eval uation.

(3) Following the receipt of the report provided under

s. 627.7073 or _the denial of a claimfor a sinkhole |oss, the

insurer shall notify the policyholder of his or her right to

participate in the neutral evaluation programunder this

section. Neutral evaluation supersedes the alternative dispute

resolution process under s. 627.7015. The insurer shal

provide to the policyholder the consuner infornmation panphl et

prepared by the departnent pursuant to paragraph (2)(b).

(4) Neutral evaluation is optional and nonbi ndi ng.

Ei ther the policyholder or the insurer nmay decline to

participate. A request for neutral evaluation nmay be filed

with the departnent by the policyholder or the insurer on a

form approved by the departnent. The request for neutra

eval uation nust state the reason for the request and nust

include an explanation of all the issues in dispute at the

tine of the request. Filing a request for neutral evaluation

tolls the applicable tine requirenents for filing suit for a

period of 60 days followi ng the conclusion of the neutra

eval uation process or the tine prescribed in s. 95.11

whi chever is later.

(5) Neutral evaluation shall be conducted as an

informal process in which fornmal rules of evidence and

procedure need not be observed. A party to neutral evaluation

is not required to attend neutral evaluation if a
104
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representative of the party attends and has the authority to

neke a binding decision on behalf of the party. Al parties

shall participate in the evaluation in good faith.

(6) The insurer shall pay the costs associated with

the neutral eval uation.

(7)  Upon receipt of a request for neutral eval uation,

the departnent shall refer the request to a neutral eval uator

The neutral evaluator shall notify the policyholder and the

insurer of the date, tinme, and place of the neutral evaluation

conference. The conference may be held by tel ephone, if

feasi ble and desirable. The neutral eval uation conference

shall be held within 45 days after receipt of the request by

the departnent.

(8) The departnment shall adopt rules of procedure for

the neutral eval uation process.

(9) For policyholders not represented by an attorney,

a _consuner_affairs specialist of the departnent or an enpl oyee

designated as the primary contact for consunmers on i ssues

relating to sinkholes under s. 20.121 shall be available for

consultation to the extent that he or she may lawfully do so.

(10) Evidence of an offer to settle a claimduring the

neutral evaluation process, as well as any relevant conduct or

statenents made in negotiations concerning the offer to settle

aclaim is inadm ssible to prove liability or absence of

liability for the claimor its value, except as provided in

subsection (13).

(11) Any court proceeding related to the subject

matter _of the neutral evaluation shall be stayed pending

conpl etion of the neutral eval uation.

(12) For matters that are not resolved by the parties

at_the conclusion of the neutral evaluation, the neutra
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eval uator shall prepare a report stating that in his or her

opi nion the sinkhole |loss has been verified or elimnated and,

if verified, the need for and estinated costs of stabilizing

the | and and any covered structures or buildings and other

appropriate renediation or structural repairs. The evaluator's

report shall be sent to all parties in attendance at the

neutral evaluation and to the departnment.

(13) The reconmmendation of the neutral evaluator is

not binding on any party, and the parties retain access to

courts. The neutral evaluator's witten recommendation is

adni ssible in any subseguent action or proceeding relating to

the claimor to the cause of action giving rise to the claim

only for purposes of determining the award of attorney's fees.

(14) 1f the neutral evaluator first verifies the

exi stence of a sinkhole and, second, recomends the need for

and estinmates costs of stabilizing the |and and any covered

structures or buildings and other appropriate renedi ation or

structural repairs, which costs exceed the ampunt that the

insurer has offered to pay the policyholder, the insurer is

liable to the policyholder for up to $2,500 in attorney's fees

for the attorney's participation in the neutral eval uation

process. For purposes of this subsection, the term"offer to

pay" nmeans a witten offer signed by the insurer or its |ega

representative and delivered to the policyholder within 10

days after the insurer receives notice that a request for

neutral eval uation has been nade under this section

(15) 1f the policyholder declines to participate in

neutral evaluation requested by the insurer or declines to

resolve the matter in accordance with the recomendati on of

the neutral evaluator pursuant to this section, the insurer is

not liable for attorney's fees under s. 627.428 or_ other
106

CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 CS for CS for SB 1980
576-2242-06

1| provisions of the insurance code or for extra-contractua

2| damages related to a claimfor a sinkhole |oss.

3 (16) A party may seek judicial review of the

4| recomrendation of the neutral evaluator to deterni ne whether
5| the recommendation is reasonable. A recomendation is

6| reasonable unless: it was procured by corruption, fraud, or

7| other undue neans; there was evident partiality by the neutra
8| evaluator or nisconduct prejudicing the rights of any party;

9| or the neutral evaluator exceeded the authority and power

10| granted by this section. If the court declares the

11| reconmendation is not reasonable, the neutral evaluation

12| reconmendation shall be vacat ed.

13 Section 23. Subsection (5) of section 627.727, Florida
14| Statutes, is anended to read:

15 627.727 Mbtor vehicle insurance; uninsured and

16| underinsured vehicle coverage; insolvent insurer protection.--
17 (5) Any person having a claimagai nst an insol vent

18| insurer as defined in s. 631.54(6) s—63+54{5) under the

19| provisions of this section shall present such claimfor

20| paynent to the Florida |Insurance Guaranty Association only. In
21| the event of a paynent to any person in settlenment of a claim
22| arising under the provisions of this section, the association
23| is not subrogated or entitled to any recovery agai nst the

24| claimant's insurer. The association, however, has the rights
25| of recovery as set forth in chapter 631 in the proceeds

26| recoverable fromthe assets of the insolvent insurer

27 Section 24. Paragraph (f) is added to subsection (2)
28| of section 631.181, Florida Statutes, to read:

29 631.181 Filing and proof of claim --

30 (2)

31
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(f) The signed statement required by this section

shall not be required on clains for which adequate clains file

document ation exists within the records of the insolvent

insurer. Clains for paynent of unearned prem um shall not be

required to use the signed statenent required by this section

if the receiver certifies to the guaranty fund that the

records of the insolvent insurer are sufficient to deternine

t he ampunt of unearned preni um owed to each policyhol der of

the insurer and such infornmation is renmitted to the guaranty

fund by the receiver in electronic or other nmutually

agr eed-upon fornat.

Section 25. Subsection (3) of section 631.54, Florida

Statutes, is anended, present subsections (5), (6), (7), and
(8) of that section are renunbered as subsections (6), (7),
(8), and (9), respectively, and a new subsection (5) is added
to that section to read:

631.54 Definitions.--As used in this part:

(3) "Covered claint nmeans an unpaid claim including
one of unearned prem uns, which arises out of, and is within
the coverage, and not in excess of, the applicable Iimts of
an insurance policy to which this part applies, issued by an
insurer, if such insurer becomes an insolvent insurer and the
claimant or insured is a resident of this state at the tinme of
the insured event or the property fromwhich the claimarises

is permanently located in this state. For entities other than

individuals, the residence of a clainmant, insured, or

policyholder is the state in which the entity's principa

place of business is located at the tinme of the insured event.

"Covered claim shall not include:
(a) Any amount due any reinsurer, insurer, insurance
pool, or underwiting association, sought directly or
108
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1| indirectly through a third party, as subrogation,

2| contribution, indemification, or otherw se; or

3 (b) Any claimthat would otherwi se be a covered claim
4| under this part that has been rejected by any other state

5| guaranty fund on the grounds that an insured's net worth is

6| greater than that allowed under that state's guaranty | aw.

7| Menber insurers shall have no right of subrogation,

8| contribution, indemification, or otherw se, sought directly
9| or indirectly through a third party, against the insured of
10| any insolvent nenber.

11 (5) "Honeowner's insurance" nmeans personal lines

12| residential property insurance coverage that consists of the
13| type of coverage provi ded under honeowner's, dwelling, and

14| sinmilar policies for repair or replacenent of the insured

15| structure and contents, which policies are witten directly to
16| the individual honeowner. Residential coverage for persona

17| lines as set forth in this section includes policies that

18| provide coverage for particular perils such as w ndstorm and
19| hurricane coverage but excludes all coverage for nobile hones,
20| renter's insurance, or tenant's coverage. The term

21 |"homeowner's insurance" excludes comrercial residentia

22| policies covering condom ni um associ ati ons or honeowners

23| associations, which associations have a responsibility to

24| provide insurance coverade on residential units within the

25| association, and al so excludes coverage for the common

26| elenents of a honeowners' association

27 Section 26. Subsection (1) of section 631.55, Florida
28| Statutes, is anended to read:

29 631.55 Creation of the association.--

30 (1) There is created a nonprofit corporation to be

31| known as the "Florida I nsurance Guaranty Association,
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1| I'ncorporated.” All insurers defined as nenber insurers in s.
2| 631.54(7) s—631+-54(6) shall be nmenbers of the association as
3| a condition of their authority to transact insurance in this
4| state, and, further, as a condition of such authority, an
5| insurer shall agree to reinburse the association for all claim
6| paynments the association nakes on said insurer's behalf if
7| such insurer is subsequently rehabilitated. The association
8| shall performits functions under a plan of operation
9| established and approved under s. 631.58 and shall exercise
10| its powers through a board of directors established under s.
11| 631.56. The corporation shall have all those powers granted or
12| permtted nonprofit corporations, as provided in chapter 617.
13 Section 27. Paragraph (a) of subsection (1), paragraph
14| (d) of subsection (2), and paragraph (a) of subsection (3) of
15| section 631.57, Florida Statutes, are amended, and paragraph
16| (e) is added to subsection (3) of that section, to read:
17 631.57 Powers and duties of the association.--
18 (1) The association shall
19 (a)l. Be obligated to the extent of the covered clains
20| existing:
21 a. Prior to adjudication of insolvency and arising
22| within 30 days after the determ nation of insolvency;
23 b. Before the policy expiration date if |less than 30
24| days after the deternination; or
25 c. Before the insured replaces the policy or causes
26| its cancellation, if she or he does so within 30 days of the
27| determ nation.
28 2. The obligation under subparagraph 1. includes only
29| the ampunt of each covered claimwhich is in excess of $100
30| and is less than $300, 000, except that policies providing
31| coverage for honeowner's insurance shall provide for an
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1| additional $200,000 for the portion of a covered claim which

2| relates only to the damage to the structure and contents.

3 3.a.2- Notwithstandi ng subparagraph 2., the obligation
4| under subparagraph 1. for shaH—nelude—ontythat—arount—ef

5| each—eovered—elaimwhichis—inrexeess—of $100—andistessthan
6 |$366000,—execept—with—+espeet—te policies covering condomn ni um
7| associations or homeowners' associations, which associations

8| have a responsibility to provide insurance coverage on

9| residential units within the association, the—ebHgatien shal
10| include that amount of each covered property insurance claim
11| which is I ess than $100,000 nultiplied by the nunber of

12| condominiumunits or other residential units; however, as to
13| homeowners' associations, this sub-subparagraph subparagraph
14| applies only to clainms for damage or loss to residential units
15| and structures attached to residential units.

16 b. Notwithstanding sub-subparagraph a., the

17| association has no obligation to pay covered clains that are
18| to be paid fromthe proceeds of bonds issued under s. 631.695.
19| However, the association shall assign and pledge the first

20| available moneys fromall or part of the assessnents to be

21| made under paragraph (3)(a) to or on behalf of the issuer of
22| such bonds for the benefit of the holders of such bonds. The
23| association shall administer any such covered clains and

24| present valid covered clainms for paynment in accordance with

25| the provisions of the assistance programin connection with

26| which such bonds have been issued.

27 4.3— 1n no event shall the association be obligated to
28| a policyholder or claimnt in an anpunt in excess of the

29| obligation of the insolvent insurer under the policy from

30| which the claimarises.

31 (2) The association may:
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(d) Negotiate and becone a party to such contracts as
are necessary to carry out the purpose of this part.

Additionally, the association may enter into such contracts

with a municipality, a county, or a legal entity created

pursuant to s. 163.01(7)(g) as are necessary in order for the

municipality, county, or legal entity to issue bonds under_ s.

631.695. In connection with the issuance of any such bonds and

the entering into of any such necessary contracts, the

association nmay adree to such terns and conditions as the

associ ati on deens _necessary and proper

(3)(a) To the extent necessary to secure the funds for
the respective accounts for the paynent of covered cl ai ns, and
alse—to pay the reasonable costs to adm nister the sane, and

to the extent necessary to secure the funds for the account

specified in s. 631.55(2)(c) or to retire indebtedness,

including, without linitation, the principal, redenption

premium if any, and interest on, and rel ated costs of

i ssuance of , bonds issued under s. 631.695 and the funding of

any reserves and other paynents required under the bond

resolution or trust indenture pursuant to which such bonds

have been issued, the office, upon certification of the board

of directors, shall |evy assessnents in the proportion that
each insurer's net direct witten premuns in this state in
the classes protected by the account bears to the total of
said net direct witten premiuns received in this state by al
such insurers for the precedi ng cal endar year for the kinds of
i nsurance included within such account. Assessnents shall be
remtted to and adm nistered by the board of directors in the
manner specified by the approved plan. Each insurer so
assessed shall have at |least 30 days' witten notice as to the
date the assessnment is due and payabl e. Every assessnent shal
112
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be made as a uniform percentage applicable to the net direct
written prem uns of each insurer in the kinds of insurance

i ncluded within the account in which the assessnent is made.
The assessnents | evied agai nst any insurer shall not exceed in
any one year nore than 2 percent of that insurer's net direct
written premiuns in this state for the kinds of insurance

i ncluded wi thin such account during the cal endar year next
precedi ng the date of such assessnents.

(e)l. a. In addition to assessnents ot herw se

aut hori zed in paradraph (a) and to the extent necessary to

secure the funds for the account specified in s. 631.55(2)(c)

or to retire indebtedness, including, without limtation, the

principal, redenption premium if any, and interest on, and

rel ated costs of issuance of, bonds issued under s. 631.695

and the funding of any reserves and other paynents required

under _the bond resolution or trust indenture pursuant to which

such bonds have been issued, the office, upon certification of

the board of directors, shall |evy energency assessnents upon

insurers holding a certificate of authority. The energency

assessnents payabl e under this paragraph by any insurer shal

not exceed in any single year nore than 2 percent of that

insurer's direct witten prem uns, net of refunds, in this

state during the preceding cal endar year for the kinds of

insurance within the account specified in s. 631.55(2)(c).

b. Any energency assessments authorized under this

paragraph shall be levied by the office upon insurers referred

to in sub-subparagraph a., upon certification as to the need

for such assessnents by the board of directors, in each year

t hat bonds i ssued under s. 631.695 and secured by such

ener gency assessnents are outstanding, in such ampunts up to

such 2-percent linmt as required in order to provide for the
113
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1| full and tinely paynent of the principal of, redenption

2| premium if any, and interest on, and related costs of

3| issuance of, such bonds. The energency assessments provided
4| for in this paraqgraph are assigned and pledged to the

5 nunicipality, county, or legal entity issuing bonds under s.
6| 631.695 for the benefit of the holders of such bonds, in order
7| to enable such nmunicipality, county, or legal entity to

8| provide for the payment of the principal of, redenption

9| premium if any, and interest on such bonds, the cost of

10| issuance of such bonds, and the funding of any reserves and
11| other paynents required under the bond resolution or trust
12| indenture pursuant to which such bonds have been issued,

13| without the necessity of any further action by the

14| association, the office, or any other party. To the extent
15| bonds are issued under s. 631.695 and the association

16| deternmines to secure such bonds by a pl edge of revenues

17| received fromthe energency assessments, such bonds, upon such
18| pledge of revenues, shall be secured by and payable fromthe
19| proceeds of such energency assessnents, and the proceeds of
20| energency assessnents levied under this paragraph shall be
21| remitted directly to and adninistered by the trustee or
22| custodi an appointed for such bonds.
23 c. Enmergency assessnents under this paragraph may be
24| payable in a single paynent or, at the option of the
25| association, may be payable in 12 nonthly installnments with
26| the first installnment being due and payable at the end of the
27| nonth after an energency assessnment is |evied and subsequent
28| installnments being due not later than the end of each
29| succeedi ng nonth.
30 d. If emergency assessnents are inposed, the report
31| required by s. 631.695(7) shall include an analysis of the
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revenues generated fromthe energency assessnents inposed

under this paragraph

e. |f energency assessnents are inposed, the

references in sub-subparagraph (1)(a)3.b. and s. 631.695(2)

and (7) to assessnents | evied under paragraph (a) shal

include energency assessnments inposed under this paradraph

2. In order to ensure that insurers paying energency

assessnents levied under this paragraph continue to charge

rates that are neither inadequate nor excessive, within 90

days after being notified of such assessnents, each insurer

that is to be assessed pursuant to this paragraph shall submt

a rate filing for coverage included within the account

specified in s. 631.55(2)(c) and for which rates are required

to be filed under s. 627.062. |f the filing reflects a rate

change that, as a percentage, is equal to the difference

bet ween the rate of such assessnent and the rate of the

previ ous vear's assessnent under this paradgraph, the filing

shall consist of a certification so stating and shall be

deened approved when nmade. Any rate change of a different

percent age shall be subject to the standards and procedures of

s. 627.062.

3.  An annual assessment under this paragraph shal

continue while the bonds issued with respect to which the

assessnent _was i nposed are outstandi ng, including any bonds

the proceeds of which were used to refund bonds issued

pursuant to s. 631.695, unless adeguate provision has been

made for the paynent of the bonds in the docunents authorizing

the i ssuance of such bonds.

4. Energency assessnents under this paragraph are not

prem um and are not subject to the premiumtax, to any fees,

or to any conmi ssions. An insurer is liable for all energency
115
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assessnents that the insurer collects and shall treat the

failure of an insured to pay an energency assessnent as a

failure to pay the premium An insurer is not liable for

uncol l ectible energency assessnents.

Section 28. Section 631.695, Florida Statutes, is

created to read

631. 695 Revenue bond issuance through counties or

nmunicipalities.--

(1) The Legislature finds:

(a) The potential for wi despread and massive damage to

persons and property caused by hurricanes nmeking landfall in

this state can generate insurance clains of such a nunber as

to render nunerous insurers operating within this state

insolvent and therefore unable to satisfy covered cl ains.

(b) The inability of insureds within this state to

receive paynent of covered clains or to tinely receive such

paynent creates financial and other hardships for such

insureds and places undue burdens on the state, the affected

units of local governnent, and the community at | arge.

(c) 1In addition, the failure of insurers to pay

covered claims or to tinely pay such clainms due to the

insolvency of such insurers can underm ne the public's

confidence in insurers operating within this state, thereby

adversely affecting the stability of the insurance industry in

this state.

(d) The state has previously taken action to address

these probl ens by adopting the Florida | nsurance Guaranty

Association Act, which, anpbng other things, provides a

nechani sm for the paynent of covered clains under certain

i nsurance policies to avoid excessive delay in paynent and to
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avoid financial loss to claimants or policyhol ders because of

the insolvency of an insurer.

(e) In the wake of the unprecedented destruction

caused by various hurricanes that have nmade landfall in this

state, the resultant covered clains, and the nunber of

insurers rendered insolvent thereby, make it evident that

alternative prograns nust be developed to allow the Florida

| nsurance Guaranty Association to nore expeditiously and

effectively provide for the paynent of covered clains.

(f) 1t is therefore determined to be in the best

interests of, and necessary for, the protection of the public

health, safety, and general welfare of the residents of this

state and for the protection and preservation of the economc

stability of insurers operating in this state, and it is

declared to be an essential public purpose, to permt certain

nmunicipalities and counties to take such actions as w |l

provide relief to claimants and policyhol ders having covered

cl ai ms_agai nst _insolvent insurers operating in this state by

expediting the handling and paynent of covered cl ains.

(d) To achieve the foregoing purposes, it is proper to

aut horize nmunicipalities and counties of this state

substantially affected by the |landfall of a hurricane to issue

bonds to assist the Florida Insurance Guaranty Association in

expediting the handling and paynent of covered clainms of

insolvent insurers.

(h) 1In order to avoid the needl ess and indiscrimnate

proliferation, duplication, and fragnentation of such

assistance prograns, it is in the best interests of the

residents of this state to authorize nunicipalities and

counties severely affected by a hurricane to provide for the
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paynent of covered clains beyond their territorial limts in

the i nplenentation of such prograns.

(i) 1t is a paramount public purpose for

nmuni ci palities and counties substantially affected by the

landfall of a hurricane to be able to i ssue bonds for the

pur poses described in this section. Such issuance shal

provi de assistance to residents of those nmunicipalities and

counties as well as to other residents of this state.

(2) The governing body of any nmunicipality or county,

the residents of which have been substantially affected by a

hurricane, may issue bonds to fund an _assi stance program.in

conjunction with, and with the consent of, the Florida

| nsurance Guaranty Association for the purpose of paying

claimants' or policyholders' covered clains, as defined in s.

631.54, arising through the insolvency of an insurer, which

insolvency is determined by the Florida | nsurance Guaranty

Associ ation to have been a result of a hurricane, regardl ess

of whether the clainmants or policyholders are residents of

such nmunicipality or county or the property to which the claim

relates is located within or outside the territoria

jurisdiction of the nunicipality or county. The power of a

nmunicipality or county to issue bonds, as described in this

section, is in addition to any powers granted by |aw and may

not be abrogated or restricted by any provisions in such

nmunicipality's or county's charter. A nunicipality or county

i ssuing bonds for this purpose shall enter into such contracts

with the Florida I nsurance Guaranty Association or _any entity

acting on behalf of the Florida |nsurance Guaranty Associ ation

as_are necessary to inplenent the assistance program Any

bonds issued by a municipality or county or a conbination

thereof under this subsection shall be payable from and
118
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secured by npneys received by or on behalf of the nmunicipality

or_county from assessnments | evied under s. 631.57(3)(a) and

assi gned and pl edged to or on behalf of the nunicipality or

county for the benefit of the holders of the bonds in

connection with the assistance program The funds, credit,

property, and taxing power of the state or any nunicipality or

county shall not be pledged for the paynent of such bonds.

(3) Bonds may be validated by the nunicipality or

county pursuant to chapter 75. The proceeds of the bonds may

be used to pay covered clains of insolvent insurers; to

refi nance or replace previously existing borrow ngs or

financial arrangenents; to pay interest on bonds; to fund

reserves for the bonds; to pay expenses incident to the

i ssuance or_sale of any bond issued under this section

including costs of validating, printing, and delivering the

bonds, costs of printing the official statenent, costs of

publishing notices of sale of the bonds, costs of obtaining

credit enhancenment or liquidity support, and rel ated

adm nistrative expenses; or for such other purposes related to

the financial obligations of the fund as the association nmay

determ ne. The term of the bonds may not exceed 30 vears.

(4) The state covenants with holders of bonds of the

assi stance programthat the state will not take any action
that will have a material adverse effect on the holders and
will not repeal or abrogate the power of the board of

directors of the association to direct the Office of |nsurance

Requl ation to levy the assessnents and to collect the proceeds

of the revenues pledged to the paynent of the bonds as long as

any of the bonds renmnin outstandi ng, unless adequate provision

has been made for the paynent of the bonds in the docunents

aut hori zing the issuance of the bonds.
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(5) The acconplishnent of the authorized purposes of

such municipality or county under this section is in al

respects for the benefit of the people of the state, for the

increase of their comerce and prosperity, and for the

i nprovenent of their health and |living conditions. The

municipality or county, in perfornm ng essential governnenta

functions in acconplishing its purposes, is not required to

pay any taxes or _assessnents of any ki nd whatsoever upon_any

property acquired or used by the county or nunicipality for

such purposes or _upon _any revenues at any tine received by the

county or nunicipality. The bonds, notes, and other

obligations of the municipality or county and the transfer of

and i ncone from such bonds, notes, and other obligations,

including any profits nmade on the sale of such bonds, notes,

and other obligations, are exenpt fromtaxation of any kind by

the state or by any political subdivision or other agency or

instrunentality of the state. The exenption granted in this

subsection is not applicable to any tax i nposed by chapter 220

on interest, incone, or profits on debt obligations owned by

corporations.

(6) Two or nobre nunicipalities or counties, the

resi dents of which have been substantially affected by a

hurricane, may create a legal entity pursuant to s.

163.01(7)(qg) to exercise the powers described in this section

as well as those powers granted in s. 163.01(7)(d). References

in this section to a municipality or county includes such

legal _entity.

(7) The association shall issue an annual report on

the status of the use of bond proceeds as related to

insolvencies caused by hurricanes. The report nust contain the

nunber and anpunt of clains paid. The association shall also
120
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1| include an analysis of the revenue generated fromthe

2| assessnent levied under s. 631.57(3)(a) to pay such bonds. The
3| association shall submit a copy of the report to the President
4| of the Senate, the Speaker of the House of Representatives,

5| and the Chief Financial Oficer within 90 days after the end

6| of each calendar year in which bonds were outstanding.

7 Section 29. No provision of s. 631.57 or s. 631.695

8| Florida Statutes, shall be repealed until such tinme as the

9| principal, redenption premium if any, and interest on al

10| bonds issued under s. 631.695, Florida Statutes, payable and
11| secured from assessnments | evied under s. 631.57(3)(a), Florida
12| Statutes, have been paid in full or adequate provision for

13| such paynent has been nmade in accordance with the bond

14| resolution or trust indenture pursuant to which the bonds were
15| issued.

16 Section 30. Subsection (2) of section 877.02, Florida
17| Statutes, is anended to read:

18 877.02 Solicitation of |egal services or retainers

19| therefor; penalty.--

20 (2) It shall be unlawful for any person in the enpl oy
21| of or in any capacity attached to any hospital, sanitarium

22| police department, wecker service or garage, prison or court,
23| e+ for a person authorized to furnish bail bonds,

24| investigators, photographers, insurance or public adjusters,
25| or for a general or other contractor as defined in s. 489.105
26| or other business providing sinkhole renediation services, to
27| comunicate directly or indirectly with any attorney or person
28| acting on said attorney's behalf for the purpose of aiding,

29| assisting or abetting such attorney in the solicitation of

30| legal business or the procurenment through solicitation of a

31
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retainer, witten or oral, or any agreenment authorizing the
attorney to performor render |egal services.

Section 31. For the 2006-2007 fiscal year, the sum of

$50 million is appropriated fromnnonrecurring funds in the

General Revenue Fund to the Departnent of Community Affairs as

a_nonrecurring appropriation for the purposes of the Hone

Retrofit Hardening Program specified in s. 215.558, Florida

Statutes, as created by this act.

Section 32. For the 2006-2007 fiscal year, the sum of

$5.5 nmillion is appropriated fromnonrecurring funds in the

General Revenue Fund to the Departnent of Community Affairs as

a _nonrecurring appropriation for the purposes of w nd

certification and hurricane nitigation inspections specified

in s. 215.5586, Florida Statutes, as created by this act.
Section 33. (1) For the 2006-2007 fiscal vyear the sum

of $750 nmillion is appropriated to the Departnent of Financia

Services fromnonrecurring funds in the General Revenue Fund.

Such funds shall be transferred to the Citizens Property

| nsurance Corporation, established pursuant to s. 627.351(6).

Florida Statutes, to reduce the anmpunt of the reqular

assessnent for the deficit incurred in cal endar year 2005.

This appropriation is not subject to the release restrictions

of s. 216.192, Florida Statutes.

(2) Citizens Property I nsurance Corporation shal

include in the notice of assessnent to each assessabl e insurer

the anmpunt by which the assessnent has been reduced due to the

appropriation in subsection (1).

(3) Each insurer that recoups an assessnent fromits

policyholders as allowed by |aw shall include on the prem um

notice sent to policyholders, in 12-point type, the follow ng

statenent, with the appropriate dollar ampunts shown:
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1 "THE $ SURCHARGE | N YOUR PREM UM FOR THE ASSESSMENT
2| BY CITIZENS PROPERTY | NSURANCE CORPORATI ON HAS BEEN REDUCED BY
3% DUE TO AN APPROPRI ATI ON BY THE FLORI DA LEG SLATURE. "

4 (4) A violation of this section by an insurer is a

5| violation of the Insurance Code and the insurer is subject to
6| the penalties provided in ss. 624.418 and 624.4211, Florida

7| Statutes.

8 (5) For the purposes of this section, the terns
9|"requl ar assessnent,"” "deficit," and "assessable insurer"” have
10| the sanme nmeaning as these ternms are used in s. 627.351(6),

11| Elorida Statutes.

12 Section 34. Effective July 1, 2006, subsection (3) of
13| s. 215.559, Florida Statutes, is repeal ed.

14 Section 35. Except as otherw se expressly provided in
15| this act, this act shall take effect upon beconming a | aw
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR

2 CS/ Senate Bill 1980

3

4 Aﬁpropriates $750 million dollars fromnon-recurring funds in
the CGeneral Revenue Fund to the Departnent of Financia

5| Services to be transferred to Citizens Property Insurance
Corporation, to be applied to reduce the anmount of the regular

6| assessnent for the 2005 deficit.

7| Appropriates $50 mllion fromnon-recurring funds in the
Ceneral Revenue Fund to the Departnent of Community Affairs

8| for the Home Retrofit Hardening Program established by the

° bill.
Appropriates $5.5 mllion fromnon-recurring funds in the

10| General Revenue Fund to the Departnent of Community Affairs
for the wind certification and hurricane nitigation inspection

11| program established by the bill

12| Carifies the procedures for background checks by the Ofice
of I nsurance Regul ati on of persons being considered for

13| senior managenent positions with Citizens.

14| Carifies that any debt obligations issued by Citizens
Property Insurance Corporation ("Citizens") are exenpt from

15| state and | ocal taxation.

16| Clarifies that as long as Citizens has any bonds outstandi ng,
it does not have the authoritr to file a voluntary petition

17| under chapter 9 of the Federal Bankruptcy Code

18| Repeal s subsection (3) of s. 215.559, F.S., which is the
requi rement for the Departnment of Community Affairs to devel op

19| a lowinterest | oan programfor retrofitting hones.

20| Clarifies that either a professional engi neer or professiona
geol ogi st nmust conduct testing of sinkhole insurance clains,

21| under certain circunstances.
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