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1 A Dbill to be entitled

2 An act relating to insurance; anending s.

3 215.555, F.S.; revising a definition; creating
4 s. 215.558, F.S.; creating the Florida

5 Hurri cane Danmage Prevention Endowrent;

6 provi di ng a purpose and | egislative intent;

7 provi di ng definitions; providing for

8 adm ni stration of the endowrent by the State

9 Board of Adm nistration; providing managenment
10 powers and authority; requiring the Legislature
11 to annual |y appropriate earnings of the

12 endownent to the board for certain purposes;

13 provi ding requi renents of the board in

14 provi ding financial incentives for residentia
15 hurri cane danmage prevention activities;

16 providing for an interest-free | oan program

17 providing criteria and requirenments; creating
18 an advisory council for certain purposes;

19 provi di ng for appointnment of nmenbers; requiring
20 menbers to serve without conpensation
21 provi ding for per diemand travel expenses;
22 anendi ng s. 627.062, F.S.; providing for orders
23 of the Ofice of Insurance Regulation to
24 insurers to cease chargi ng excessive rates;
25 deleting a requirenent that insurers return
26 portions of excessive rates; specifying certain
27 rate filings as not subject to office
28 determination as excessive or unfairly
29 di scrimnatory; providing linmitations;
30 providing a definition; prohibiting certain
31 rate filings under certain circunstances;
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1 preserving the office's authority to di sapprove
2 certain rate filings under certain

3 ci rcunst ances; providing procedures for

4 insurers submitting certain rate filings;

5 speci fyi ng nonapplication to certain types of

6 i nsurance; requiring the office to provide

7 annual reports on the inpact of certain rate

8 regul ati ons; specifying report requirenents;

9 anending s. 627.351, F.S., relating to the

10 Citizens Property Insurance Corporation

11 provi ding additional |egislative intent;

12 speci fying application to honmestead property;
13 speci fying the existing three separate accounts
14 of the corporation as providing coverage only
15 for honestead property; providing a definition
16 provi ding for an additional separate account

17 for nonhonestead property; requiring separate
18 mai nt enance of revenues, assets, liabilities,
19 | osses, and expenses attributable to the
20 nonhonest ead account; specifying recourse of
21 creditors' clainms to such accounts; providing
22 criteria, requirenments, and insurer
23 aut horizations for issuance of policies for
24 wi nd peril in the high-risk account; specifying
25 immunity fromliability for certain activities
26 of insurers and agents and enpl oyees; providing
27 an exception; providing for deficit assessnents
28 agai nst nonhonmest ead account policyhol ders
29 under certain circunstances; authorizing the
30 board of governors of the corporation to nmeke
31 | oans from the honmestead accounts to the
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1 nonhomest ead account under certain

2 ci rcunst ances; providing additiona

3 requi renents of the plan of operation of the

4 corporation; authorizing certain insurers to

5 require arbitration of certain filings;

6 provi di ng additional |egislative intent

7 relating to rate adequacy in the residua

8 mar ket ; specifying requirenents for rates in

9 the high-risk account; specifying criteria for
10 determ ni ng i nadequacy of certain rates;

11 providing a criterion for calculating reduction
12 or increase in probable maxi mum | oss;

13 speci fying additional criteria for

14 ineligibility for certain policies of the

15 corporation for certain dwellings; delaying

16 application of certain high-risk area boundary
17 reducti on provisions; providing for application
18 of provisions relating to honestead and

19 nonhonmest ead accounts to certain policies;

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; amending s. 627.7011, F.S.; limting
24 certain law and ordi nance coverage; deleting

25 application to personal property; creating s.
26 627.7019, F.S.; requiring the Financia

27 Servi ces Conmi ssion to adopt rules inposing

28 st andardi zed requi renents applicable to

29 insurers after certain natural events;

30 providing criteria; providing requirements of
31 the OFfice of Insurance Regul ation; prohibiting
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1 certain conflicting emergency rul es; anmending
2 s. 817.234, F.S.; providing an additiona

3 ci rcunstance that constitutes conmtting

4 i nsurance fraud; anmending s. 631.181, F.S.

5 provi di ng an exception to certain requirenments
6 for a signed statenent for certain clains;

7 provi di ng requi renents; anmending s. 631.54,

8 F.S.; revising the definition of "covered

9 claim'; amending s. 631.57, F.S.; revising

10 requirenents and linitations for obligations of
11 the Florida Insurance Guaranty Association for
12 covered clainms; authorizing the association to
13 contract with counties, nunicipalities, and

14 | egal entities to issue revenue bonds for

15 certain purposes; authorizing the Departnent of
16 Fi nanci al Services to | evy assessnents and

17 energency assessnments on insurers under certain
18 ci rcunstances for certain bond repaynent

19 pur poses; providing requirements for and
20 limtations on such assessnents; providing for
21 payment, collection, and distribution of such
22 assessnments; requiring insurers to include an
23 anal ysis of revenues from such assessnents in a
24 required report; providing rate filing
25 requi renents for insurers relating to such
26 assessnents; providing for continuing annua
27 assessments under certain circumnstances;
28 speci fyi ng energency assessnents as not prenm um
29 and not subject to certain taxes, fees, or
30 conmmi ssi ons; specifying insurer liability for
31 energency assessnments; providing an exception;
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1 creating s. 631.695, F.S.; providing

2 | egi sl ative findings and purposes; providing

3 for issuance of revenue bonds through counties
4 and rmunicipalities to fund assi stance prograns
5 for paying covered clainms for hurricane damage;
6 provi di ng procedures, requirenents, and

7 limtations for counties, nunicipalities, and
8 the Florida Insurance Guaranty Associ ation

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

11 credit, property, and taxing power of the

12 state, counties, and nunicipalities for paynent
13 of bonds; specifying authorized uses of bond
14 proceeds; limting the term of bonds;

15 speci fying a state covenant to protect

16 bondhol ders from adverse actions relating to
17 such bonds; specifying exenptions for bonds,
18 notes, and other obligations of counties and
19 muni cipalities fromcertain taxes or
20 assessnents on property and revenues;
21 authorizing counties and nmunicipalities to
22 create a legal entity to exercise certain
23 powers; requiring the association to i ssue an
24 annual report on the status of certain uses of
25 bond proceeds; providing report requirenents;
26 requiring the association to provide a copy of
27 the report to the Legislature and Chief
28 Financial O ficer; prohibiting repeal of
29 certain provisions relating to certain bonds
30 under certain circunstances; providing
31 severability; providing an appropriation
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providing for retroactive effect of certain

provi sions; providing an effective date.

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

Section 1. Paragraph (a) of subsection (2) of section
215.555, Florida Statutes, is anended to read:

215.555 Florida Hurricane Catastrophe Fund.--

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

(a) "Actuarially indicated" neans, with respect to
prem uns paid by insurers for rei mbursenment provided by the
fund, an anount determ ned according to principles of
actuarial science to be adequate, but not excessive, in the
aggregate, to pay current and future obligations and expenses
of the fund, including additional ampbunts if needed to pay
debt service on revenue bonds issued under this section and to
provi de required debt service coverage in excess of the
anounts required to pay actual debt service on revenue bonds
i ssued under subsection (6), and determ ned according to
principles of actuarial science to reflect each insurer's

rel ati ve exposure to hurricane | osses. The term "actuarially

i ndi cated" includes both the anticipated annualized payout

fromthe fund and an appropriate risk |load of no | ess than 25

percent of the anticipated annuali zed payout.

Section 2. Section 215.558, Florida Statutes, is

created to read

215.558 Florida Hurricane Danage Prevention

Endownent . - -

(1) PURPOSE AND | NTENT. --The purpose of this section

is to provide a continuing source of funding for financia

incentives to encourage residential property owners of this
6
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state to retrofit their properties to make them| ess

vul nerable to hurricane danage and to provide matching funds

to local governnents and nonprofit entities for projects that

will reduce hurricane damage to residential properties. It is

the intent of the lLegislature that this section be construed

liberally to effectuate its purpose.
(2) DEFINITIONS.--As used in this section:

(a) "Board" neans the State Board of Admi nistration.

(b) "Corpus" neans the noney that has been

appropriated to the endownent by the 2006 Legqi sl ature,

toget her with any ampunts subsequently appropriated to the

endownrent which are specifically designated as contributions

to the corpus, together with any grants, gifts, or donations

to the endownrent which are specifically designated as

contributions to the corpus.

(c) "Earnings" neans any noney in the endowrent in

excess of the corpus, including any incone generated by

investnments, any increase in the market value of investnents

net of decreases in market value, and any appropriations,

grants, qgifts, or donations to the endownent not specifically

desi gnated as contributions to the corpus.

(d)  "Endownent" neans the Florida Hurricane Dannge

Preventi on Endownent .
(3) ADM NI STRATI ON. - -

(a) The board shall adm nister the endowrent as

provided in this section.

(b) The board may invest and reinvest funds of the

endownent _in accordance with s. 215.47 and consistent with an

investnent policy statenent devel oped by the executive

director and approved by the board.

7
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(c) The endownent shall be managed as an _annuity. The

invest nent obj ective shall be |long-term preservation of the

real value of the corpus and a specified regular annual cash

outflow for appropriation, as nonrecurring revenue, for the

pur poses specified in subsection (4).

(d) In accordance with s. 215.44, the board shal

include separate sections on the financial status of the

endownent _in its annual investnent report to the lLegislature.

(e) Costs and fees of the board for investnment

services shall be deducted fromthe earnings accruing to the

endownent . Fees for _investnment services shall be no greater

than fees charged to the Florida Retirement System
(4) FINANCI AL | NCENTI VES FOR RESI DENTI AL _HURRI CANE
DANMAGE PREVENTI ON ACTI VI TI ES. - -

(a) The lLeqgislature shall annually appropriate not

| ess than 80 percent of the earnings of the endownrent to the

board for financial incentives to residential property owners

as described in paragraph (b) and shall annually appropriate

the remni nder of the earnings of the endownent to the board

for matching fund grants to | ocal governnents and nonprofit

entities for projects that will reduce hurricane damnge to

residential properties as described in paragraph (c) and for

operating expenses of the endownent. Any appropriated funds

not expended by the board for these purposes shall be returned

to the endownent.

(b)1. The board, by rule, shall establish a request

for a proposal process to annually solicit proposals from

| ending institutions under which the lending institution wll

provide interest-free loans to residential property owners to

pay for inprovements to existing residential properties

8
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intended to reduce the property's vulnerability to hurricane

danmage i n _exchange for funding fromthe endowrent.

2. In order to qualify for funding under this

paragraph, an interest-free | oan program nust include a neans

for verifying that the inprovenents to be paid for fromloan

proceeds have been denpnstrated to reduce a property's

vul nerability to hurricane danage and nust include a neans for

verifying that the proceeds were actually spent on such

i nprovenments. The program nust include a nethod for awarding

| oans _according to the follow ng priorities:

a. The highest priority nmust be given to

single-fam ly, owner-occupied dwellings located in the areas

desi gnated as high-risk areas for purposes of coverage by the

Citizens Property lInsurance Corporation

b. The next highest priority nust be given to

single-fam ly, owner-occupi ed dwellings covered by the

Citizens Property Insurance Corporation, wherever |ocated.

Cc. The next highest priority nust be given to

single-fam |y, owner-occupi ed dwellings that are nore than 40

years ol d.
d. The next highest priority nust be given to al

other single-famly, owner-occupied dwellings.

€. The next highest priority nust be given to al

other residential properties.

3. The board shall eval uate proposals based on the

following factors:

a. The degree to which the proposal neets the

requi renents of subparaqgraph 2.

b. The lending institution's plan for nmarketing the

| oans.

9
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c. The anticipated nunber of |oans to be granted

relative to the total ampunt of funding sought.

4. The board shall annually solicit proposals from

|l ocal governnents and nonprofit entities for projects that

will reduce hurricane damage to residential properties. The

board may provide up to 50 percent of the funding for such a

project. The projects may include educational prograns, repair

services, property inspections, hurricane vulnerability

anal yses, and such other projects as the board deternines to

be consistent with the purposes of this section.

(5) ADVISORY COUNCIL.--There is created an _advisory

council to provide advice and assistance to the board with

regard to its adm nistration of the endowrent. The advisory

council shall consist of:

(a) A representative of |lending institutions, selected

by the board froma list of at |east three persons recommended

by the Florida Bankers Associ ation.

(b) A representative of residential property insurers,

sel ected by the board froma |list of at |east three persons

recommended by the Florida | nsurance Council

(c) A representative of hone builders, selected by the

board froma list of at |east three persons recommended by the

Fl orida Hone Buil ders Associ ation.

(d) A faculty menber of a state university, selected

by the board, who is an expert in hurricane-resistant

construction nethodol ogies and nmaterials.

(e) Two nenbers of the House of Representatives,

sel ected by the Speaker of the House of Representatives.

(f) Two nenbers of the Senate, selected by the

Presi dent of the Senate.

10

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




Fl ori da Senate - 2006 SB 2166
37-1564- 06 See HB

1 (g) The senior officer of the Florida Hurricane

2| Catastrophe Fund.

3 (h) The executive director of Citizens Property

4| Insurance Corporation.

5 (i) The director of the Division of Energency

6| Managenent of the Departnent of Community Affairs.

7

8| Menbers appointed under paragraphs (a)-(d) shall serve at the
9| pleasure of the board. Menmbers appointed under paragraphs (e)
10| and (f) shall serve at the pleasure of the appointing officer
11| ALl other nenbers shall serve ex officio. Menbers of the

12| advisory council shall serve wi thout conpensation but nay

13| receive reinmbursenent as provided in s. 112.061 for per diem
14| and travel expenses incurred in the performance of their

15| official duties.

16 Section 3. Paragraphs (a) and (h) of subsection (2) of
17| section 627.062, Florida Statutes, are anended, and paragraph
18| (j) is added to that subsection, to read:

19 627.062 Rate standards. --

20 (2) As to all such classes of insurance:

21 (a) Insurers or rating organizations shall establish
22| and use rates, rating schedules, or rating manuals to all ow
23| the insurer a reasonable rate of return on such cl asses of

24| insurance witten in this state. A copy of rates, rating

25| schedul es, rating manuals, premumcredits or discount

26| schedul es, and surcharge schedul es, and changes thereto, shal
27| be filed with the office under one of the follow ng

28| procedures:

29 1. If the filing is nade at | east 90 days before the
30| proposed effective date and the filing is not inplenented

31| during the office's review of the filing and any proceedi ng

11
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and judicial review, then such filing shall be considered a
"file and use" filing. In such case, the office shall 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 disapprove constitute agency action for purposes of
the Adm nistrative Procedure Act. Requests for supporting

i nformati on, requests for mathematical or nechanica
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 deenmed approved if the office does not issue
a notice of intent to approve or a notice of intent to

di sapprove 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 cease

charging, within 60 days after such order, the portion of the

rate deened rettrn—to—petHieyholders—portions—ofratesfoundteo
be excessi ve—as—provided—in—paragraph—h).

(h) In the event the office finds that a rate or rate

change is excessive, inadequate, or unfairly discrimnatory,
the office shall issue an order of disapproval specifying that
a new rate or rate schedul e which responds to the findings of
the office be filed by the insurer. The office shall further
order, for any "use and file" filing made in accordance with
subpar agraph (a)2., that prem uns charged each policyhol der
constituting the portion of the rate above that which was

12
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actuarially justified cease being charged within 60 days after

i ssuance of the order bereturnedto—suchpoteyholder—inthe
formof—a——eredit—orrefund. If the office finds that an

insurer's rate or rate change is inadequate, the new rate or
rate schedule filed with the office in response to such a
finding shall be applicable only to new or renewal business of
the insurer witten on or after the effective date of the
responsive filing.

(j)1. FEffective January 1, 2007, notwi thstandi ng any

other provision of this section:

a. Wth respect to any class of insurance subject to

reqgul ati on under this section, a rate filing with respect to

any policy form including endorsenents issued with the form

that results in an overall average statew de prem um increase

or decrease of no nore than 10 percent above or below the

premium that would result fromthe insurer's rates then in

effect shall not be subject to a determ nation by the office

that the rate is excessive or unfairly discrimnatory except

as provided in sub-subparagraph c¢c. or other provision of |aw

provided all changes specified in the filing do not result in

an overall premium.increase of nore than 25 percent for any

one territory, for reasons related solely to the rate change.

As used in this subparagraph, the term"insurer's rates then

in effect" includes only rates that have been lawfully in

effect under this section or rates that have been determ ned

to be lawful through adm nistrative proceedings or judicia

proceedi ngs.

b. An insurer may not nmke filings under this

paragraph with respect to any policy form including

endorsenents issued with the form if the overall prem um

changes resulting fromsuch filings exceed the anmpunts
13
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specified in this paragraph in any 12-nonth period. An insurer

may proceed under ot her provisions of this subsection or other

provisions of law if the insurer seeks to exceed the prem um

or rate linmtations of this paragraph.

C. This paragraph does not affect the authority of the

office to di sapprove a rate as inadequate or to di sapprove a

filing for the unlawful use of unfairly discrimnatory rating

factors that are prohibited by the laws of this state. An

insurer electing to inplement a rate change under this

paragraph shall subnmit a filing to the office at |east 30 days

prior to the effective date of the rate change. The office

shall have 30 days after the filing's subm ssion to review the

filing and determine if the rate is inadequate or uses

unfairly discrim natory rating factors. Absent a finding by

the office within such 30-day period that the rate is

i nadequate or that the insurer has used unfairly

discrimnatory rating factors, the filing is deened approved.

If the office finds during the 30-day period that the filing

will result in inadequate prem uns_or ot herw se endanger the

insurer's solvency, the office shall suspend the rate

decrease. If the insurer is inplenenting an overall rate

increase, the results of which continue to produce an

i nadequate rate, such increase shall proceed pendi ng

addi tional action by the office to ensure the adequacy of the

rate.

d. This paragraph does not apply to rate filings for

nedi cal mal practice, workers' conpensation, or conmercia

insurance, except this paragraph shall be available to filings

applicable to commercial residential insurance.

2.a. Beqginning January 1, 2007, the office shal

annual |y provide a report to the President of the Senate, the
14
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1| Speaker of the House of Representatives, the nminority party

2| leader of each house of the Legislature, and the chairs of the
3| standing committees of each house of the Legislature having

4| jurisdiction over insurance issues, specifying the inpact of

5| flexible rate requlation under this paragraph on the degree of
6| conpetition in insurance markets in this state.

7 b. The report shall include a year-by-year conparison
8| of the nunber of conpanies participating in the market for

9| each class of insurance and the relative rate |levels. The

10| report shall also specify:

11 (1) The nunber of rate filings made under this

12| paragraph, the rate levels under those filings, and the market
13| share affected by those filings.

14 (1) The nunmber of filings made on a file and use

15| basis, the rate levels under those filings, and the market

16| share affected by those filings.

17 (U11) The number of filings made on a use and file

18| basis, the rate levels under those filings, and the market

19| share affected by those filings.
20 (1V) Recommendations to pronpte conpetition in the
21| insurance market and further protect insurance consuners.
22
23| The provisions of this subsection shall not apply to workers
24| conpensation and enployer's liability insurance and to notor
25| vehicle insurance.
26 Section 4. Subsection (6) of section 627.351, Florida
27| Statutes, is anended to read:
28 627.351 Insurance risk apportionnment plans.--
29 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. - -
30 (a)l.a. The Legislature finds that actual and
31| threatened catastrophic | osses to property in this state from

15
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hurri canes have caused insurers to be unwilling or unable to
provi de property insurance coverage to the extent sought and
needed. It is in the public interest and a public purpose to
assist in assuring that honestead property in the state is
insured so as to facilitate the renedi ation, reconstruction
and repl acenent of damaged or destroyed property in order to
reduce or avoid the negative effects otherwise resulting to
the public health, safety, and welfare; to the econony of the
state; and to the revenues of the state and |ocal governnents
needed to provide for the public welfare. It is necessary,
therefore, to provide 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

i ntends by this subsection that property insurance be provi ded
and that it continues, as |ong as necessary, through an entity
organi zed to achi eve efficiencies and econom es, while

provi ding service to policyhol ders, applicants, and agents
that is no less than the quality generally provided in the
voluntary market, all toward the achi evenent of the foregoing
public purposes. Because it is essential for the corporation
to have the maxi num financial resources to pay clains

foll owing a catastrophic hurricane, it is the intent of the
Legi slature that the inconme of the corporation be exenpt from
federal income taxation and that interest on the debt
obligations issued by the corporation be exenpt from federa

i ncome taxation.

b. The lLegislature finds and decl ares that:

(1) The comm tment of the state, as expressed in

sub-subparagraph a., to providing a neans of ensuring the

availability of property insurance through a residual market

nechani smis hereby reaffirned.
16
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(11) Despite legislative efforts to ensure that the

residual market for property insurance is self-supporting to

the greatest reasonable extent, residual market policyhol ders

are to sone degree subsidized by the general public through

assessnments on owners of property insured in the voluntary

mar ket _and their insurers and through the potential use of

general revenues of the state to elininate or reduce residua

mar ket _deficits.

(111) The dearee of such subsidy is a matter of public

policy. It is the intent of the lLegislature to better contro

the subsidy through at |east the follow ng neans:

(A)  Restructuring the residual market nechanismto

provi de separate treatnent of honestead and nonhonest ead

properties, with the intent of continuing to provide an

insurance programwi th limted subsidies for honmnestead

properties while providing a nonsubsidized i nsurance prodram

for nonhonestead properties.

(B) Redefining the concept of rate adequacy in the

subsi di zed residual nmarket with the intent of ensuring a rate

structure that will enable the subsidized residual market to

be sel f-supporting except in the event of hurricane |osses of

a legislatively specified magnitude. |t is the intent of the

Legislature that the funding of the subsidized residual narket

be structured to be self-supporting up to the point of its

50-yvear probable maxi mum | oss and that the funding be

structured to make reliance on _assessnents or other sources of

public funding necessary only in the event of a 50-year

probabl e maxi nrum | oss or | arger | oss.

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

17
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I nsurance Corporation. The corporation shall provide insurance

for honesteaded residential property and nmay provide insurance

for residential and commercial property, for applicants who
are in good faith entitled, but are unable, to procure

i nsurance through the voluntary market. The corporation shal
operate pursuant to a plan of operation approved by order of
the office. The plan is subject to continuous review by the
office. The office may, by order, wi thdraw approval of all or
part of a plan if the office determ nes that conditions have
changed since approval was granted and that the purposes of
the plan require changes in the plan. For the purposes of this
subsection, residential coverage includes both personal |ines
residential coverage, which consists of the type of coverage
provi ded by honmeowner's, nobile hone owner's, dwelling,
tenant's, condom niumunit owner's, and simlar policies, and
commercial lines residential coverage, which consists of the
type of coverage provided by condom ni um associ ati on
apartnent building, and sinilar policies.

3. It is the intent of the Legislature that
pol i cyhol ders, applicants, and agents of the corporation
receive service and treatnment of the highest possible |eve
but never |l ess than that generally provided in the voluntary
market. It also is intended that the corporation be held to
service standards no |less than those applied to insurers in
the voluntary narket by the office with respect to
responsi veness, tineliness, customer courtesy, and overal
dealings with policyhol ders, applicants, or agents of the
corporation.

(b)1. Al insurers authorized to wite one or nore
subj ect lines of business in this state are subject to
assessnment by the corporation and, for the purposes of this

18
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subsection, are referred to collectively as "assessabl e

insurers." Insurers witing one or nore subject |ines of

business in this state pursuant to part VIII 626

but

of chapter
are not assessabl e insurers, i nsureds who procure one or
nor e subj ect

VI

lines of business in this state pursuant to part

of chapter 626 are subject to assessnent by the

corporation and are referred to collectively as "assessabl e

i nsureds." An authorized insurer's assessnent liability shal
begin on the first day of the cal endar year follow ng the year

in which the insurer was issued a certificate of authority to

transact insurance for subject |lines of business in this state
and shall ternmnate 1 year after the end of the first cal endar
year during which the insurer no | onger holds a certificate of

authority to transact insurance for subject |ines of business

in this state.

2.a. Al liabilities, |osses, and

be divided into four three

revenues, assets,
expenses of the corporation shal
separate accounts as foll ows:

)

provi de coverage only for

Three separate honestead accounts which may

honest ead properties. The term

honest ead property" neans a residential property which has

been granted a honestead exenption under chapter 196. The term

also includes a property that is qualified for such exenption

but

has not applied for the exenption as of the date of

i ssuance of the policy provided the policyholder obtains the

exenption within 1 vear after initial issuance of the policy.

Wth respect to commercial residential policies, a property is

honest ead property for purposes of this sub-sub-subparagraph

if a mpjority of the residential units of the property

constitute honmestead properties as defined in this

19
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sub- sub- subpar agraph. The accounts providi ng coverage only for

honest ead properties are:

(A A personal |ines account for persona
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
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;

(Byt+H- A comrercial 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

(O HH- 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 Association as
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

20
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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 anpbunts 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 nmaxi 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.

(11) A separate nonhonestead account for al

properties that otherwise neet all of the criteria for

eligibility for coverage within one of the three honestead

accounts described in sub-sub-subparagraph (1) but that do not

neet _the definition of homestead property specified in

sub- sub- subparagraph (1). The nonhonest ead account shal

provi de the sane types of coverage as are provided by the

t hree honest ead accounts, including wi nd-only coverage in the

hi gh-ri sk account area.

b. The three separate honestead accounts nust be
mai nt ai ned as |long as financing obligations entered into by
the Florida Wndstorm Underwiting Association or Residentia
Property and Casualty Joint Underwiting Association are

21
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1| outstanding, in accordance with the terns of the correspondi ng
2| financing documents. Wen the financing obligations are no

3| longer outstanding, in accordance with the terns of the

4| correspondi ng financing docunents, the corporation nay use a

5| single honmestead account for all revenues, assets,

6| liabilities, |losses, and expenses of the corporation. Al

7| revenues, assets, liabilities, |osses, and expenses

8| attributable to the nonhonestead account shall be maintained

9| separately.

10 c. Creditors of the Residential Property and Casualty
11| Joint Underwriting Association shall have a clai magainst, and
12| recourse to, the accounts referred to in

13| sub-sub-sub-subpar agraphs sub—sub—subparagraphs a. (1) (A) and
14 |(B) + and shall have no cl ai m agai nst, or recourse to, the

15| account referred to in sub-sub-sub-subparagraph

16| sub—sub—subparagraph a. (1) (O . Creditors of the Florida
17| Wndstorm Underwriting Association shall have a cl ai m agai nst,
18| and recourse to, the account referred to in

19| sub-sub-sub-subparagraph sub—sub—subparagraph a. (1) (C) (HH-
20| and shall have no claimagainst, or recourse to, the accounts
21| referred to in sub-sub-sub-subparagraphs sub—sub—subparagraphs
22| a. (1) (A and(B) .

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.

22
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d. Policies for the peril of wind only in the

hi gh-ri sk account of the corporation on or after January 1,

2006, shall be issued by authorized insurers issuing the

mul tiperil policy on the risk in the high-risk account of the

corporation. Such insurers are deened to be acting on a

write-your-own basis, performng only servicing functions on

behal f of the corporation for a fee and not as risk bearers

for the exposure of w nd, unless otherw se opting to do so _as

provided in this sub-subparagraph. The authorized insurer nay

choose to provide such wind coverage by endorsing its existing

nmultiperil policy with a corporation wind-only policy or by

issuing its own approved nultiperil policy including coverage

for the peril of wind. Authorized insurers issuing policies to

policyholders including the peril of wind nmay not charge a

rate for the peril of wind which is higher than the wi nd-only

rate of the high-risk account of the corporation. An

aut hori zed insurer nmay use its own procedures, nethodol ogies,

rates, and conputer systens to issue policies covering wind in

the high-risk account of the corporation. Any filing affecting

rates for wind coverage in the high-risk account submitted by

any authorized insurer for risks located in areas eligible for

the high-risk account of the corporation shall be deened

approved whenever such rate is |less than the approved rate for

each individual risk of the high-risk account. In the event of

a loss incurred by a risk in the high-risk account of the

corporation, the authorized insurer shall adjust the claim and

submt the claimfile to the corporation for paynment of the

claimby the corporation, or the authorized insurer nmay choose

to pay the claimand seek reinbursenent of the anpunt of the

claimfromthe corporation. Producer conm ssions for high-risk

account policies shall be set and determ ned by the authorized
23
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insurer witing the nmultiperil policy but shall not be |ess

than the effective rate of comm ssion currently in effect for

the high-risk account on new and renewal policies when applied

to the full prenm um

h. Authorized insurers that issue wi nd coverage for

policies insured in the high-risk account of the corporation

on or after January 1, 2006, shall be responsible for

servicing those policies, including, but not limted to,

policy administration and clains adm nistration. Authorized

insurers that issue wind coverage for policies insured in the

hi gh-risk account of the corporation shall adjust all clains

for those high-risk account policies. Authorized insurers that

issue wi nd coverage for policies insured in the high-risk

account of the corporation on or after January 1, 2006, shal

be paid a fee to service, process, issue, and nmaintain such

policies, including, but not limted to, adjusting clains.

Such fee shall be retained by the authorized insurer fromthe

wi nd portion of the premiumcollected fromthe policyhol der

with the balance forwarded to the corporation for paynent of

clainms. The corporation shall deternine the fee paid to the

aut hori zed insurer wi thout prior approval of the office, and

t he ampunt of the fee shall be subject to binding arbitration,

as set forth in s. 627.062.

i. There shall be no liability on the part of, and no

cause of action of any nature shall arise against, any

aut hori zed insurer acting within the scope of its authority

under this subsection or its agents or enployees for any

action taken by themin the performance of their duties or

responsibilities under this subsection. Such inmmunity does not

apply to actions for breach of any contract or agreenent

pertaining to insurance or _any willful tort.
24
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3. Wth respect to a deficit in any of the honestead

accounts an—aecceunt:

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 premium for 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 agraph (g) and assessabl e insureds.

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 (g) and on
assessabl e insureds in an amount 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

25
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a. and b. shall be paid as required by the corporation's plan
of operation and paragraph (g). Assessnments |evied by the
corporation on assessabl e insureds under sub-subparagraphs a.
and b. shall be collected by the surplus |ines 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 detern ned by
the board and verified by the office. The office shall verify
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

26
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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 assessable 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 nay 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
assessnents, projected recoveries fromthe Florida Hurricane
Cat ast rophe Fund, other insurance and reinsurance
recoverabl es, market equalization surcharges and ot her
surcharges, and other funds available to the corporation as
the source of revenue for and to secure bonds issued under
par agraph (g), bonds or other indebtedness issued under

27
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subpar agraph (c)3., or lines of credit or other financing
nmechani sns i ssued or created under this subsection, or to
retire any other debt incurred as a result of deficits or
events giving rise to deficits, or in any other way that the
board determines will efficiently recover such deficits. The
purpose of the lines of credit or other financing nmechani sns
is to provide additional resources to assist the corporation
in covering clainms and expenses attributable to a catastrophe.
As used in this subsection, the term"assessnments" includes
regul ar assessnents under sub-subparagraph a.

sub- subpar agraph b., or subparagraph (g)1. and energency
assessnment s under sub-subparagraph d. Emergency assessnents
col | ected under sub-subparagraph d. are not part of an
insurer's rates, are not premium and are not subject to

premi umtax, fees, or comr ssions; however, failure to pay the
energency assessnent shall be treated as failure to pay
premium The energency assessnments under sub-subparagraph d.
shall continue as |ong as any bonds issued or other

i ndebt edness incurred with respect to a deficit for which the
assessnment was inposed renmmi n outstandi ng, unless adequate
provi si on has been nade for the paynent of such bonds or other
i ndebt edness pursuant to the docunents governing such bonds or
ot her i ndebtedness.

f. As used in this subsection, the term "subject |ines
of business" neans insurance witten by assessable insurers or
procured by assessable insureds on real or personal property,
as defined in s. 624.604, including insurance for fire,

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
28
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1| excluding vehicle insurance as defined in s. 624.605(1) other
2| than insurance on mpobil e hones used as pernmanent dwel lings.

3 g. The Florida Surplus Lines Service Ofice shal

4| determ ne annually the aggregate statewide witten prem umin
5| subject lines of business procured by assessabl e insureds and
6| shall report that infornation to the corporation in a form and
7| at a time the corporation specifies to ensure that the

8| corporation can nmeet the requirenments of this subsection and
9| the corporation's financing obligations.

10 h. The Florida Surplus Lines Service Ofice shal

11| verify the proper application by surplus |lines agents of

12| assessnment percentages for regul ar assessments and energency
13| assessnents |evied under this subparagraph on assessable

14| insureds and shall assist the corporation in ensuring the

15| accurate, tinmely collection and paynent of assessments by

16| surplus lines agents as required by the corporation.

17 4. Wth respect to a deficit in the nonhonestead

18| account or to any cash flow shortfall that the board

19| deternmines will create an inability for the nonhonestead
20| account to pay clains when due:
21 a. The board may levy an i mmedi ate assessnent agai nst
22| the premi um of each nonhonestead account policyhol der
23| expressed as a uniform percentage of the premiumfor the
24| policy then in effect. The maxi mum anount of such assessnent
25| is 100 percent of such prem um
26 b. If the assessnment under sub-subparagraph a. is
27| insufficient to enable the account to pay clainms and elininate
28| the deficit in the account, the board may levy an additiona
29| assessnent to be collected at the tinme of any issuance or
30| renewal of a nonhonestead account policy during the 1-year
31| period following the levy of the assessment under
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sub-subparagraph a., expressed as a uniform percentage of the

premium for the policy for the forthcom ng policy period. The

maxi num anmount _of such assessnent is 100 percent of such

prem um
c. 1f the assessnments under sub-subparagraphs a. and

b. are insufficient to enable the account to pay clains and

elimnate the deficit in the account, the board may nake a

loan fromany of the honestead accounts to the nonhonestead

account, subject to approval by the office and provided that

such | oan does not inpair the financial status of any of the

honest ead accounts.

(c) The plan of operation of the corporation:

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

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

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

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

30
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d. Personal lines and commrercial lines residentia
property insurance forms that cover the peril of wi nd only.
The fornms are applicable only to residential properties
|l ocated in areas eligible for coverage under the high-risk
account referred to in sub-subparagraph (b)?2.a.

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

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

(I') "Quota share primary insurance" means an
arrangenent in which the primary hurricane coverage of an
eligible risk is provided in specified percentages by the
corporation and an authorized insurer. The corporation and
authorized insurer are each solely responsible for a specified
percentage of hurricane coverage of an eligible risk as set
forth in a quota share primary insurance agreenment between the
corporation and an authorized insurer and the insurance
contract. The responsibility of the corporation or authorized
insurer to pay its specified percentage of hurricane | osses of
an eligible risk, as set forth in the quota share prinary
i nsurance agreenent, nmay not be altered by the inability of
the other party to the agreenent to pay its specified
percentage of hurricane |osses. Eligible risks that are
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provi ded hurricane coverage through a quota share primry

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

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

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

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

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

d. Any quota share prinmary insurance agreenent entered
into between an authorized insurer and the corporation nust
provide for a uniform specified percentage of coverage of
hurri cane | osses, by county or territory as set forth by the
corporation board, for all eligible risks of the authorized
i nsurer covered under the quota share primary insurance

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

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

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

h. The quota share primary insurance agreenment between
the corporation and an authorized i nsurer nust set forth the
speci fic terns under which coverage is provided, including,
but not limted to, the sale and servicing of policies issued
under the agreenent by the insurance agent of the authorized
i nsurer produci ng the business, the reporting of information
concerning eligible risks, the paynent of premumto the
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1| corporation, and arrangenments for the adjustnent and paynent
2| of hurricane clains incurred on eligible risks by the clains
3| adjuster and personnel of the authorized insurer. Entering

4] into a quota sharing insurance agreenent between the

5| corporation and an authorized insurer shall be voluntary and
6| at the discretion of the authorized insurer.

7 3. My provide that the corporation may enploy or

8| otherwi se contract with individuals or other entities to

9| provide admi nistrative or professional services that may be
10| appropriate to effectuate the plan. The corporation shall have
11| the power to borrow funds, by issuing bonds or by incurring
12| other indebtedness, and shall have ot her powers reasonably

13| necessary to effectuate the requirenents of this subsection
14| including, without limtation, the power to issue bonds and
15| incur other indebtedness in order to refinance outstanding

16| bonds or other indebtedness. The corporation may, but is not
17| required to, seek judicial validation of its bonds or other
18| i ndebt edness under chapter 75. The corporation may issue bonds
19| or incur other indebtedness, or have bonds issued on its
20| behalf by a unit of |ocal government pursuant to subparagraph
21| (g)2., in the absence of a hurricane or other weather-rel ated
22| event, upon a determ nation by the corporation, subject to
23| approval by the office, that such action would enable it to
24| efficiently neet the financial obligations of the corporation
25| and that such financings are reasonably necessary to
26| effectuate the requirenents of this subsection. The
27| corporation is authorized to take all actions needed to
28| facilitate tax-free status for any such bonds or indebtedness,
29| including formation of trusts or other affiliated entities.
30| The corporation shall have the authority to pl edge
31| assessnents, projected recoveries fromthe Florida Hurricane
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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 O ficer, the President of the Senate, and
t he Speaker of the House of Representatives shall each appoint
two nmenbers of the board, effective August 1, 2005. At | east
one of the two nmenbers appointed by each appointing officer
nmust have denonstrated expertise in insurance. The Chi ef
Financial Oficer 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
on a date designated by the plan. Any board vacancy shall be
filled for the unexpired termby the appointing officer. The
Chi ef Financial Oficer 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 recommended by
the Chief Financial Oficer, and serve at the pleasure of the
board. The executive director is responsible for enploying
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other staff as the corporation may require, subject to review
and concurrence by the board and the Chief Financial Oficer.

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 nmarket 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 nmenbers 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
appoi nted 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
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
t o depopul ati on.

5. Muist provide a procedure for determning the
eligibility of a risk for coverage, as foll ows:
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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 underwriting
rules as filed with the office, a basic policy including w nd
coverage, the risk is not eligible for any policy issued by
the corporation. If the risk is not able to obtain any such
offer, the risk is eligible for either a standard policy
i ncludi ng wi nd coverage or a basic policy including w nd
coverage issued by the corporation; however, if the risk could
not be insured under a standard policy including wi nd coverage
regardl ess of market conditions, the risk shall be eligible
for a basic policy including wind coverage unl ess rejected
under subparagraph 8. The corporation shall determ ne the type
of policy to be provided on the basis of objective standards
specified in the underwiting manual and based on generally
accepted underwiting practices.

(1) If the risk accepts an offer of coverage through
the market assistance plan or an offer of coverage through a
mechani sm est abl i shed by the corporation before a policy is
issued to the risk by the corporation or during the first 30
days of coverage by the corporation, and the producing agent
who submitted the application to the plan or to the
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
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(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
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
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If the risk is not able to obtain any such offer, the risk is
eligible for a policy including wind coverage i ssued by the
corporation.

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

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

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

commi ssion for the type of policy witten.

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

(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
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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).

c. Wth respect to personal lines residential risks,

if the risk is a dwelling with an insured value of $1 nillion

or_ nore, the risk is not eligible for any policy issued by the

corporation. Rates for a policy issued by an authorized

insurer covering a personal residential property not eligible

for coverage by the corporation and eligible for export under

S. 626.916 are not subject to s. 627.062.

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

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

8. Muist provide objective criteria and procedures to
be uniformy applied for all applicants in determn ning whether
an individual risk is so hazardous as to be uninsurable. In
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maki ng this deternmination and in establishing the criteria and
procedures, the follow ng shall be considered:

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

b. Wether the uncertainty associated with the
i 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 placement of insurance, and the
provi si ons of chapter 120 shall not apply.

9. Muist 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.

10. Must provide that in the event of regular deficit

assessnment s under sub-subparagraph (b)3.a. or sub-subparagraph

(b)3.b., in the personal lines honestead account, the
conmercial lines residential honmestead account, or the
hi gh-ri sk honestead account, the corporation shall |evy upon

corporation homestead account policyholders in its next rate
filing, or by a separate rate filing solely for this purpose,
a market equalization surcharge arising froma regul ar
assessnment in such account in a percentage equal to the tota
anount of such regul ar assessnents divided by the aggregate
statewide direct witten prem um for subject |ines of business
for the prior calendar year. Market equalization surcharges
under this subparagraph are not considered pren um and are not

subj ect to commi ssions, fees, or prem umtaxes; however,
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failure to pay a market equalization surcharge shall be
treated as failure to pay prem um

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

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

13. My establish, subject to approval by the office,
different eligibility requirenments and operational procedures
for any line or type of coverage for any specified county or
area if the board determ nes that such changes to the
eligibility requirements 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.
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14. Must provide that, with respect to the high-risk
honest ead account, any assessable insurer with a surplus as to
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
enmergency 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 inpairment 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.

15. Must provide that the corporation appoint as its
licensed agents only those agents who al so hold an appoi nt nent
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 I|ines
residential property coverage, commercial residential property
coverage, or commercial nonresidential property coverage
within the state.

16. Must provide that the hurricane deductible for any

property in the nonhonestead account with an insured val ue of
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$250, 000 or nore nust be at least 5 percent of the insured

val ue.

17. Must provide that the application for coverage

under the nonhonestead account and the decl arati on page of

each nonhonest ead account policy include a statenent in

bol df ace 12-point type specifying that public subsidies do not

support the corporation's coverage of nonhonestead property:

that if the nonhonestead account of the corporation sustains a

deficit or is unable to pay clains, the nonhonestead

policyhol der may be subject to an i nmedi ate _assessnent in_an

ampunt _up to 100 percent of the prem umand a further

assessnent upon renewal of the policy; and that the applicant

or_policyholder may wish to seek alternative coverage froma

nonadmitted insurer in the surplus lines market that will not

be subject to such potential assessnents.

18. Must provide that the application for coverage

under _any of the homestead accounts and the decl arati on page

of each honestead account policy include a statenent in

bol df ace 12-point type specifying that a false declaration of

honest ead status for purposes of obtaining coverage in _any of

the honmestead accounts may constitute the offense of insurance

fraud, as prohibited and punishable as a felony under s.
817.234.
(d)l.a. It is the intent of the Legislature that the

rates for coverage provided by the corporation be actuarially
sound and not conpetitive with approved rates charged in the
adm tted voluntary market, so that the corporation functions
as a residual market mechanismto provide insurance only when
the insurance cannot be procured in the voluntary market.
Rat es shall include an appropriate catastrophe |oading factor
that reflects the actual catastrophic exposure of the
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corporation. Any authorized insurer eligible to wite

i nsurance policies for wind in the high-risk account areas of

the corporation may require arbitration under s. 627.062(6) of

any filing of the high-risk account.

b. It is the intent of the Legislature to reaffirmthe

requi renent of rate adequacy in the residual narket.

Recogni zing that rates may conply with the intent expressed in

sub- subparagraph a. and yet be inadequate and recogni zi ng the

public need to limt subsidies within the residual nmarket, it

is the further intent of the Legislature to establish

statutory standards for rate adequacy. Such standards are

intended to supplenent the standard specified in s.

627.062(2)(e)3., providing that rates are inadequate if they

are clearly insufficient to sustain projected | osses and

expenses in the class of business to which they apply.

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

3. Rates for personal lines residential w nd-only
policies nmust be actuarially sound and not conpetitive with
approved rates charged by authorized insurers. The rates for
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the high-risk account shall be no less than rates in effect on

March 1, 2006. Corporation rate manuals shall include a rate

surcharge for seasonal occupancy. To ensure that persona

lines residential wind-only rates are not conpetitive with
approved rates charged by authorized insurers, the
corporation, in conjunction with the office, shall develop a
wi nd-only ratemaki ng net hodol ogy, whi ch nethodol ogy shall be
contained in each rate filing nade by the corporation with the
office. If the office determnes that the wind-only rates or
rating factors filed by the corporation fail to conply with
the wi nd-only ratenaki ng nmet hodol ogy provided for in this
subsection, it shall so notify the corporation and require the
corporation to anend its rates or rating factors to conme into
conpliance within 90 days of notice fromthe office.

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

46

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 SB 2166
37-1564- 06 See HB

whet her a reasonabl e degree of conpetition exists for persona
lines residential policies in Monroe County. By March 1, 2006,
the office shall subnit a report to the Legislature providing
an evaluation of the inplenentation of the pilot program

af fecting Monroe County.

5. Rates for comrercial lines coverage shall not be
subject to the requirenents of subparagraph 2., but shall be
subject to all other requirements of this paragraph and s.
627.062.

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

627. 062 or under sub-subparagraph b. or sub-subparagraph c.

b. Wth respect to rates for coverage in _any honestead

account, a rate is deened inadequate if the rate i s not

sufficient to generate, by neans of cash flow, procurenent of

coverage under the Florida Hurricane Catastrophe Fund;

procurenent of reinsurance; and investnent incone, noneys

sufficient to pay all clains and expenses reasonably expected

to result froma 50-year probable maxi num | oss event wi thout

resort to any reqular or energency assessnents, long-term

debt, state revenues, or other funding sources that reflect

any subsidy from persons or entities other than corporation

honest ead accounts policyhol ders.

c. Wth respect to rates for coverage in the

nonhonest ead account, a rate is deened inadequate if the rate

is not sufficient to generate, by neans of cash fl ow,

procurenent of coverage under the Florida Hurricane

Cat ast rophe Fund; procurenent of reinsurance; and investnent

income, noneys sufficient to pay all clainms and expenses

reasonably expected to result froma 250-year probabl e maxi num

| oss event without resort to any assessnents, debt, state
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revenues, or_other funding sources that reflect any subsidy

from persons or _entities other than corporation nonhonestead

account policyhol ders.

7. The corporation shall certify to the office at
| east twice annually that its personal lines rates conply with
the requirenments of subparagraphs 1., anrd 2., and 6. If any
adjustnment in the rates or rating factors of the corporation
is necessary to ensure such conpliance, the corporation shal
make and i npl 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 anopng the insurers referred to in subparagraph 2. Any

aut horized insurer eligible to wite insurance policies for

wind in the high-risk account areas of the corporation may

require arbitration under s. 627.062(6) of any filing of the

hi gh-ri sk account.

8. In addition to the rates otherw se deterni 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

9.a. To assist the corporation in devel oping
addi ti onal ratemaking nethods to assure conpliance with
subpar agraphs 1. and 4., the corporation shall appoint a rate
nmet hodol ogy panel consisting of one person recommended by the
Fl ori da Associ ation of Insurance Agents, one person
recommended by the Professional |Insurance Agents of Florida,
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one person recomended by the Florida Association of I|nsurance
and Financi al Advisors, one person recomrended by the insurer
with the highest voluntary nmarket share of residentia

property insurance business in the state, one person
recommended by the insurer with the second-hi ghest voluntary
mar ket share of residential property insurance business in the
state, one person reconmended by an insurer witing comrercia
residential property insurance in this state, one person
recommended by the O fice of |Insurance Regul ation, and one
board menmber designated by the board chairman, who shall serve
as chairman of the panel

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

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

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

10. By January 1, 2004, the corporation shall 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.

(e) 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
provi des a quotation fromadmtted carriers at their filed
rates for at |east 90 percent of such applicants. Any nmarket
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
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1| order for the period of the energency upon a finding by the

2| office that the energency significantly affects the

3| availability of residential property insurance.

4 (f)1. The corporation shall file with the office

5| quarterly statenents of financial condition, an annua

6| statement of financial condition, and audited financia

7| statenments in the manner prescribed by law. In addition, the
8| corporation shall report to the office nmonthly on the types,
9| prem um exposure, and distribution by county of its policies
10| in force, and shall submit other reports as the office

11| requires to carry out its oversight of the corporation

12 2. The activities of the corporation shall be revi ewed
13| at least annually by the office to determ ne whether coverage
14| shall be deactivated in an account on the basis that the

15| conditions giving rise to its activation no | onger exist.

16 (g)1l. The corporation shall certify to the office its
17| needs for annual assessnments as to a particular cal endar year
18| and for any interim assessnents that it deenms to be necessary
19| to sustain operations as to a particular year pending the

20| recei pt of annual assessnents. Upon verification, the office
21| shall approve such certification, and the corporation shal

22| levy such annual or interimassessnents. Such assessnents

23| shall be prorated as provided in paragraph (b). The

24| corporation shall take all reasonable and prudent steps

25| necessary to collect the anpunt of assessnent due from each
26| assessable insurer, including, if prudent, filing suit to

27| collect such assessnment. |If the corporation is unable to

28| collect an assessment from any assessable insurer, the

29| uncol |l ected assessnents shall be levied as an additiona

30| assessnment agai nst the assessable insurers and any assessabl e
31| insurer required to pay an additional assessnment as a result
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1| of such failure to pay shall have a cause of action agai nst

2| such nonpayi ng assessabl e insurer. Assessments shall be

3| included as an appropriate factor in the nmeking of rates. The
4| failure of a surplus Iines agent to collect and renmt any

5| regul ar or emergency assessnent |evied by the corporation is

6| considered to be a violation of s. 626.936 and subjects the

7| surplus lines agent to the penalties provided in that section
8 2. The governing body of any unit of |ocal government,
9| any residents of which are insured by the corporation, my

10| issue bonds as defined in s. 125.013 or s. 166.101 fromtine
11| to tine to fund an assi stance program in conjunction with the
12| corporation, for the purpose of defraying deficits of the

13| corporation. In order to avoid needl ess and indiscrimnate

14| proliferation, duplication, and fragnentation of such

15| assi stance prograns, any unit of |ocal governnent, any

16| residents of which are insured by the corporation, may provide
17| for the paynent of |osses, regardl ess of whether or not the

18| losses occurred within or outside of the territoria

19| jurisdiction of the local governnent. Revenue bonds under this
20| subparagraph may not be issued until validated pursuant to

21| chapter 75, unless a state of energency is declared by

22| executive order or proclamation of the Governor pursuant to s.
23| 252.36 making such findings as are necessary to deternine that
24| it is in the best interests of, and necessary for, the

25| protection of the public health, safety, and general welfare
26| of residents of this state and declaring it an essentia

27| public purpose to permt certain nmunicipalities or counties to
28| issue such bonds as will pernit relief to claimnts and

29| policyhol ders of the corporation. Any such unit of |oca

30| government may enter into such contracts with the corporation
31| and with any other entity created pursuant to this subsection
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1| as are necessary to carry out this paragraph. Any bonds issued
2| under this subparagraph shall be payable from and secured by

3| noneys received by the corporation from emergency assessnents
4| under sub-subparagraph (b)3.d., and assigned and pl edged to or
5| on behalf of the unit of |ocal government for the benefit of

6| the hol ders of such bonds. The funds, credit, property, and

7| taxing power of the state or of the unit of |ocal governnent

8| shall not be pledged for the paynment of such bonds. If any of
9| the bonds remain unsold 60 days after issuance, the office

10| shall require all insurers subject to assessnment to purchase
11| the bonds, which shall be treated as adnitted assets; each

12| insurer shall be required to purchase that percentage of the
13| unsold portion of the bond issue that equals the insurer's

14| relative share of assessnent liability under this subsection
15| An insurer shall not be required to purchase the bonds to the
16| extent that the office determ nes that the purchase woul d

17| endanger or inpair the solvency of the insurer

18 3.a. The corporation shall adopt one or nobre prograns
19| subject to approval by the office for the reduction of both

20| new and renewal writings in the corporation. The corporation
21| may consider any prudent and not unfairly discrimnatory

22| approach to reducing corporation witings, and nay adopt a

23| credit against assessnment liability or other liability that

24| provides an incentive for insurers to take risks out of the

25| corporation and to keep risks out of the corporation by

26| maintaining or increasing voluntary witings in counties or

27| areas in which corporation risks are highly concentrated and a
28| programto provide a fornula under which an insurer

29| voluntarily taking risks out of the corporation by ngintaining
30| or increasing voluntary writings will be relieved wholly or

31| partially from assessnments under sub-subparagraphs (b)3.a. and
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b. When the corporation enters into a contractual agreenent
for a take-out plan, the producing agent of record of the
corporation policy is entitled to retain any unearned

conmmi ssi on on such policy, and the insurer shall 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 conmm ssion for the type of
policy witten or a policy fee equal to the usual and
customary comni ssion of the corporation; or

(I1r)y 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 insurer's
usual and custonmary comn 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 w th sub-sub-subparagraph (1).

b. Any credit or exenption from regular 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
pol i 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
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pursuant to sub-subparagraph (b)3.d., if the office finds that
payrment 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).

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

(i) There shall be no liability on the part of, and no
cause of action of any nature shall arise against, any
assessable insurer or its agents or enployees, the corporation
or its agents or enployees, nenbers of the board of governors
or their respective designees at a board neeting, corporation
committee nmenbers, or the office or its representatives, for
any action taken by themin the performance of their duties or
responsi bilities under this subsection. Such inmunity does not
apply to:

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

2. The corporation or its producing agents for breach
of any contract or agreenent pertaining to insurance coverage;

3. The corporation with respect to i ssuance or paynent
of debt; or

4. Any assessable insurer with respect to any action
to enforce an assessable insurer's obligations to the
corporation under this subsection.

(j) For the purposes of s. 199.183(1), the corporation
shall be considered a political subdivision of the state and
shall be exenpt fromthe corporate incone tax. The prem uns,
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1| assessnents, investnent incone, and other revenue of the

2| corporation are funds received for providing property

3| insurance coverage as required by this subsection, paying

4| claims for Florida citizens insured by the corporation

5| securing and repayi ng debt obligations issued by the

6| corporation, and conducting all other activities of the

7| corporation, and shall not be considered taxes, fees,

8| licenses, or charges for services inposed by the Legislature
9| on individuals, businesses, or agencies outside state

10| government. Bonds and ot her debt obligations issued by or on
11| behalf of the corporation are not to be considered "state

12| bonds" within the nmeaning of s. 215.58(8). The corporation is
13| not subject to the procurenent provisions of chapter 287, and
14| policies and decisions of the corporation relating to

15| incurring debt, levying of assessnents and the sale, issuance,
16| continuation, terns and clai ns under corporation policies, and
17| all services relating thereto, are not subject to the

18| provisions of chapter 120. The corporation is not required to
19| obtain or to hold a certificate of authority issued by the
20| office, nor is it required to participate as a nenber insurer
21| of the Florida Insurance Guaranty Associ ati on. However, the
22| corporation is required to pay, in the sane manner as an
23| authorized insurer, assessnents pledged by the Florida
24| I nsurance CGuaranty Association to secure bonds issued or other
25| indebt edness incurred to pay covered clains arising from
26| insurer insolvencies caused by, or proximately related to,
27| hurricane losses. It is the intent of the Legislature that the
28| tax exenptions provided in this paragraph will augment the
29| financial resources of the corporation to better enable the
30| corporation to fulfill its public purposes. Any bonds issued
31| by the corporation, their transfer, and the inconme therefrom
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i ncluding any profit nade on the sale thereof, shall at al
times be free fromtaxation of every kind by the state and any
political subdivision or Iocal unit or other instrunentality
t hereof ; however, this exenption does not apply to any tax
i nposed by chapter 220 on interest, incone, or profits on debt
obl i gati ons owned by corporations other than the corporation.

(k) 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.

()l 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

(m 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 made. 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

(n)l. 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. Cdainms files, until termnation of all litigation
and settlenent 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
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.
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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 linmted
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 enployee'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
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 nay be released to the insurer

provi ded the insurer agrees in witing, notarized and under
63
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oath, to nmaintain the confidentiality of such files. Wen 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 make the
following information obtained fromunderwiting files and
confidential clainms files available to licensed general |ines
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 |ines 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
corporation neetings 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. Subject to the
provi si ons hereof and s. 119.07(1)(b)-(d), the court
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1| reporter's notes of any closed neeting shall be retained by

2| the corporation for a mninmmof 5 years. A copy of the

3| transcript, less any exenpt matters, of any closed neeting

4| wherein clainms are di scussed shall beconme public as to

5[ individual clainms after settlenent of the claim

6 (o) It is the intent of the Legislature that the

7| amendments to this subsection enacted in 2002 shoul d, over

8| tinme, reduce the probabl e maxi mum wi ndstorm | osses in the

9| residual markets and should reduce the potential assessnents
10| to be levied on property insurers and policyhol ders statew de.
11| In furtherance of this intent:

12 1. The board shall, on or before February 1 of each

13| year, provide a report to the President of the Senate and the
14| Speaker of the House of Representatives showi ng the reduction
15| or increase in the 100-year probable maxi mumloss attri butable
16| to wind-only coverages and the quota share program under this
17| subsection conbi ned, as conpared to the benchmark 100-year

18| probabl e maxi num | oss of the Florida Wndstorm Underwiting
19| Associ ation. For purposes of this paragraph, the benchmark

20| 100-year probabl e maxi num | oss of the Florida Wndstorm

21| Underwriting Association shall be the cal cul ati on dated

22| February 2001 and based on Novenber 30, 2000, exposures. In
23| order to ensure conparability of data, the board shall use the
24| same nethods for calculating its probable maxi mum | oss as were
25| used to calcul ate the benchmark probabl e maxi num | oss. The

26| reduction or increase in probable maxi num|oss shall be

27| calculated without taking into account the probable maxinum
28| loss attributable to the nonhomestead account.

29 2. Beginning February 1, 2010 286+, if the report

30| under subparagraph 1. for any year indicates that the 100-year
31| probable maxi mum |l oss attributable to w nd-only coverages and
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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, 2015 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.

(p) 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 arrangenments. It is further the
intent of the Legislature to preserve the obligations of the
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
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1| corporation. So |ong as any bonds, notes, indebtedness, or

2| other financing obligations of the Florida Wndstorm

3| Underwriting Association or the Residential Property and

4| Casualty Joint Underwiting Association are outstandi ng, under
5| the terms of the financing docunents pertaining to them the

6| governing board of the corporation shall have and shal

7| exercise the authority to levy, charge, collect, and receive

8| all premuns, assessnents, surcharges, charges, revenues, and
9| receipts that the associations had authority to | evy, charge,
10| collect, or receive under the provisions of subsection (2) and
11| this subsection, respectively, as they existed on January 1,
12| 2002, to provide nopneys, w thout exercise of the authority

13| provided by this subsection, in at |east the anmounts, and by
14| the tinmes, as would be provided under those fornmer provisions
15| of subsection (2) or this subsection, respectively, so that

16| the val ue, amount, and collectability of any assets, revenues,
17| or revenue source pledged or commtted to, or any lien thereon
18| securing such outstandi ng bonds, notes, indebtedness, or other
19| financing obligations will not be dimnished, inpaired, or
20| adversely affected by the amendnents nmade by this act and to
21| pernmit conpliance with all provisions of financing docunents
22| pertaining to such bonds, notes, indebtedness, or other
23| financing obligations, or the security or credit enhancenent
24| for them and any reference in this subsection to bonds,
25| notes, indebtedness, financing obligations, or sinilar
26| obligations, of the corporation shall include like instrunents
27| or contracts of the Florida Wndstorm Underwriting Association
28| and the Residential Property and Casualty Joint Underwriting
29| Association to the extent not inconsistent with the provisions
30| of the financing docunents pertaining to them
31
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(q) The corporation shall not require the securing of
fl ood insurance as a condition of coverage if the insured or
applicant executes a form approved by the office affirmng
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.

(r) A salaried enpl oyee of the corporation who
performnms 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.

(s) The transition to honestead and nonhonest ead

accounts shall begin on October 1, 2006. A policy issued on or

after that date shall be issued in the applicable honestead

account _or the nonhomestead account, based upon whet her the

property constitutes honestead property as provided in

subparagraph (b)2. A policy in effect on October 1, 2006,

shall be placed in the applicable honestead account or the

nonhonest ead account, based upon whether the property

constitutes honestead property as provided in subparagraph

(b)2., upon the first renewal of such policy after October 1

2006.

Section 5. Paragraph (b) of subsection (3) of section
627.4035, Florida Statutes, is anended to read:
68
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1 627.4035 Cash paynent of prem uns; clains.--

2 (3) Al paynents of clainms nade in this state under

3| any contract of insurance shall be paid:

4 (b) If authorized in witing by the recipient or the
5| recipient's representative, by debit card or any other form of
6| electronic transfer. Any fees or costs to be charged agai nst

7| the recipient nmust be disclosed in witing to the recipient or
8| the recipient's representative at the time of witten

9| authorization. However, the witten authorization requirenent
10| may be waived by the recipient or the recipient's

11| representative if the insurer verifies the identity of the

12| insured or the insured' s recipient and does not charge a fee
13| for the transaction. If the funds are nisdirected, the insurer
14| would remain liable for the paynment of the claim

15 Section 6. Subsections (2) and (3) of section

16| 627.7011, Florida Statutes, are amended to read:

17 627. 7011 Hormeowners' policies; offer of replacenent

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

19 (2) Unless the insurer obtains the policyhol der's
20| witten refusal of the policies or endorsenents specified in
21| subsection (1), any policy covering the dwelling is deened to
22| include the | aw and ordi nance coverage specified in paragraph
23| (1)(b),_limted to 25 percent of the dwelling linit. The
24| rejection or selection of alternative coverage shall be nade
25| on a form approved by the office. The formshall fully advise
26| the applicant of the nature of the coverage being rejected. If
27| this formis signed by a nanmed insured, it will be
28| conclusively presuned that there was an inforned, know ng
29| rejection of the coverage or election of the alternative
30| coverage on behalf of all insureds. Unless the policyhol der
31| requests in witing the coverage specified in this section, it
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1| need not be provided in or supplenental to any other policy

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

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

5| alternative coverage. The insurer nust provide such

6| policyholder with notice of the availability of such coverage
7] in a formapproved by the office at |east once every 3 years.
8| The failure to provide such notice constitutes a violation of
9| this code, but does not affect the coverage provided under the
10| policy.

11 (3) Inthe event of a loss for which a dwelling e+

12| persoenal—preperty is insured on the basis of replacenent

13| costs, the insurer shall pay the replacenent cost w thout

14| reservation or hol dback of any depreciation in value, whether
15| or not the insured replaces or repairs the dwelling e+

16| property.

17 Section 7. Section 627.7019, Florida Statutes, is

18| created to read:

19 627. 7019 Standardization of requirements applicable to
20| insurers after natural disasters.--

21 (1) The conmission shall adopt by rule, pursuant to s.
22| 120.54(1)-(3), standardized requirenents that may be applied
23| to insurers as a consequence of a hurricane or other natura

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

25 (a) Cdainms reporting requirenents.

26 (b) Gace periods for paynent of prem uns and

27| performance of other duties by insureds.

28 (c) Tenporary postponenent of cancellations and

29| nonrenewal s.

30 (2) The rules adopted pursuant to this section shal

31| require the office to issue an order within 72 hours after the
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1| occurrence of a hurricane or other natural disaster

2| specifying, by line of insurance, which of the standardized

3| requirements apply, the geographic areas in which they apply,
4| the tine at which applicability commences, and the tine at

5| which applicability terni nates.

6 (3) The conmission and the office may not adopt an

7| emergency rule under s. 120.54(4) in conflict with any

8| provision of the rules adopted under this section.

9 (4) The commission shall initiate rul emaki ng under

10| this section no later than June 1, 2006.

11 Section 8. Paragraph (a) of subsection (1) of section
12| 817.234, Florida Statutes, is amended to read:

13 817.234 Fal se and fraudul ent insurance clains.--

14 (1)(a) A person commits insurance fraud puni shable as
15| provided in subsection (11) if that person, with the intent to
16| injure, defraud, or deceive any insurer:

17 1. Presents or causes to be presented any witten or
18| oral statenment as part of, or in support of, a claimfor

19| paynent or other benefit pursuant to an insurance policy or a
20| heal th mai ntenance organi zati on subscri ber or provider
21| contract, know ng that such statenent contains any fal se,
22| inconplete, or msleading information concerning any fact or
23| thing material to such claim
24 2. Prepares or nmakes any written or oral statenent
25| that is intended to be presented to any insurer in connection
26 with, or in support of, any claimfor paynent or other benefit
27| pursuant to an insurance policy or a health nmaintenance
28| organi zation subscri ber or provider contract, know ng that
29| such statenent contains any false, inconplete, or msleading
30| information concerning any fact or thing material to such
31| claim or
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1 3.a. Knowingly presents, causes to be presented, or

2| prepares or makes with know edge or belief that it will be

3| presented to any insurer, purported insurer, servicing

4| corporation, insurance broker, or insurance agent, or any

5| enpl oyee or agent thereof, any false, inconplete, or

6| msleading information or witten or oral statement as part

7| of, or in support of, an application for the issuance of, or
8| the rating of, any insurance policy, or a health naintenance
9| organization subscriber or provider contract, including any
10| false declaration of honmestead status for the purpose of

11| obtaining coverage in a homestead account under s. 627.351(6);
12| or

13 b. Wo knowi ngly conceal s i nformati on concerni ng any
14| fact material to such application.

15 Section 9. Paragraph (f) is added to subsection (2) of
16| section 631.181, Florida Statutes, to read:

17 631.181 Filing and proof of claim --

18 (2)

19 (f) The signed statenent required by this section

20| shall not be required on clains for which adequate clains file
21| docunentation exists within the records of the insolvent

22| insurer. Cains for payment of unearned prenmium shall not be
23| required to use the signed statenent required by this section
24| if the receiver certifies to the quaranty fund that the

25| records of the insolvent insurer are sufficient to deternine
26| the ampunt of unearned prem um owed to each policyhol der of
27| the insurer and such information is renmitted to the guaranty
28| fund by the receiver in electronic or other mutually

29| agreed-upon format.

30 Section 10. Subsection (3) of section 631.54, Florida
31| Statutes, is anended to read:
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1 631.54 Definitions.--As used in this part:

2 (3) "Covered claint nmeans an unpaid claim including
3| one of unearned prem uns, which arises out of, and is within
4| the coverage, and not in excess of, the applicable limts of

5| an insurance policy to which this part applies, issued by an
6| insurer, if such insurer becomes an insolvent insurer and the
7| claimant or insured is a resident of this state at the time of
8| the insured event or the property fromwhich the claimarises
9| is permanently located in this state. For entities other than
10| individuals, the residence of a claimant, insured, or

11| policyholder is the state in which the entity's principa

12| place of business is located at the time of the insured event.
13| "Covered clain shall not include:

14 (a) Any amount due any reinsurer, insurer, insurance
15| pool, or underwiting association, sought directly or

16| indirectly through a third party, as subrogation,

17| contribution, indemification, or otherw se; or

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

20| guaranty fund on the grounds that an insured's net worth is
21| greater than that allowed under that state's guaranty |aw.

22| Menber insurers shall have no right of subrogation,

23| contribution, indemification, or otherw se, sought directly
24| or indirectly through a third party, against the insured of

25| any insol vent nenber.

26 Section 11. Paragraph (a) of subsection (1), paragraph
27| (d) of subsection (2), and paragraph (a) of subsection (3) of
28| section 631.57, Florida Statutes, are anended, and paragraph
29| (e) is added to subsection (3) of that section, to read:

30 631.57 Powers and duties of the association.--

31 (1) The association shall:
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1 (a)l. Be obligated to the extent of the covered clains
2| existing:

3 a. Prior to adjudication of insolvency and arising

4|1 within 30 days after the determ nation of insolvency;

5 b. Before the policy expiration date if |less than 30
6| days after the determination; or

7 c. Before the insured replaces the policy or causes

8| its cancellation, if she or he does so within 30 days of the
9| determ nation.

10 2.a. The obligation under subparagraph 1. shal

11| include only that anmpunt of each covered claimwhich is in

12| excess of $100 and is |less than $300,000, except with respect
13| to policies covering condom ni um associ ati ons or honeowners
14| associ ati ons, which associations have a responsibility to

15| provide insurance coverage on residential units within the

16| association, the obligation shall include that amunt of each
17| covered property insurance claimwhich is |less than $100, 000
18| multiplied by the nunmber of condomi niumunits or other

19| residential units; however, as to honeowners' associ ations,
20| this sub-subparagraph subparagraph applies only to clains for
21| damage or loss to residential units and structures attached to
22| residential units.

23 b. Notwithstandi ng sub-subparagraph a., the

24| association has no obligation to pay covered clainms that are
25| to be paid fromthe proceeds of bonds issued under s. 631.695.
26 | However, the association shall assign and pledge the first

27| available nmoneys fromall or part of the assessnents to be

28| made under paragraph (3)(a) to or on behalf of the issuer of
29| such bonds for the benefit of the holders of such bonds. The
30| association shall adninister any such covered clainms and

31| present valid covered claims for paynment in accordance with
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the provisions of the assistance programin connection with

whi ch such bonds have been issued.

3. In no event shall the association be obligated to a
policyhol der or claimant in an anount in excess of the
obligation of the insolvent insurer under the policy from
whi ch the claimarises.

(2) The association my:

(d) Negotiate and becone a party to such contracts as
are necessary to carry out the purpose of this part.

Additionally, the association nmay 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 may 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 secure the funds for the account specified in s.

631.55(2)(c) or to retire indebtedness, including, wthout

limtation, the principal, redenption premum if any, and

interest on, and related 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

assessnments in the proportion that each insurer's net direct

written premiuns in this state in the classes protected by the

account bears to the total of said net direct witten preni uns
75
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received in this state by all such insurers for the preceding
cal endar year for the kinds of insurance included within such
account. Assessnents shall be renmitted to and adninistered by
the board of directors in the manner specified by the approved
pl an. Each insurer so assessed shall have at |east 30 days
witten notice as to the date the assessnent is due and
payabl e. Every assessnent shall be nmade as a uniform
percentage applicable to the net direct witten prem uns of
each insurer in the kinds of insurance included within the
account in which the assessnment is made. The assessnents

| evi ed agai nst any insurer shall not exceed in any one year
nore than 2 percent of that insurer's net direct witten
premuns in this state for the kinds of insurance included
wi t hin such account during the cal endar year next preceding

t he date of such assessnents.

(e)l. a. In addition to assessnents otherw 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 departnment, upon

certification of the board of directors, shall |evy energency

assessnents as provided in this paragraph upon insurers

holding a certificate of authority. The energency assessnents

payabl e under this paragraph by any insurer shall not exceed

in any single vear nore than 2 percent of that insurer's

direct witten premuns, net of refunds, in this state during
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the precedi ng cal endar vyear 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 departnent upon insurers

holding a certificate of authority., upon certification as to

the need for such assessnents by the board of directors, in

each year that bonds issued under s. 631.695 and secured by

such energency assessnents are outstanding, in such anpunts up

to such 2-percent linmt as required in order to provide for

the full and tinely paynent of the principal of, redenption

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

i ssuance of, such bonds. The energency assessnents provi ded

for in this paragraph are assigned and pl edged to the

municipality, county, or legal entity issuing bonds under s.

631.695 for the benefit of the holders of such bonds, in order

to enable such municipality, county, or legal entity to

provide for the paynent of the principal of, redenption

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

i ssuance of such bonds, and the funding of any reserves and

ot her paynents required under the bond resolution or trust

indenture pursuant to which such bonds have been i ssued,

wi t hout the necessity of any further action by the

association, the departnent, or any other party. To the extent

that bonds are issued under s. 631.695 and the associ ation

determ nes to secure such bonds by a pledge of revenues

received fromthe emergency assessnents, such bonds, upon such

pl edge of revenues, shall be secured by and payable fromthe

proceeds of such energency assessnents, and the proceeds of

energency assessnents | evied under this paragraph shall be

remtted directly to and adm nistered by the trustee or

cust odi an_appoi nted for such bonds.
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c. FEnergency assessments under this paragraph may be

payable in a single paynent or, at the option of the

association, nmay be payable in 12 nonthly installnments with

the first installnment being due and payable at the end of the

mont h after an energency assessnent is |evied and subseguent

install nents being due not |ater than the end of each

succeedi ng nont h.

d. If energency assessments are inposed, the report

required by s. 631.695(7) shall include an analysis of the

revenues generated fromthe energency assessnents inposed

under this paragraph

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

percentage 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
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made for the paynent of the bonds in the docunents authorizing

the issuance 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

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 12. 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 clains 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.
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(d) The state has previously taken action to address

these problens 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

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 made 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 pernit certain

nmunicipalities and counties to take such actions as w ||

provide relief to claimants and policyhol ders havi ng 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 |andfall of a category 1 or

greater hurricane to issue bonds to assist the Florida

| nsurance Guaranty Association in expediting the handling and

paynent of covered clains _of insolvent insurers.
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(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 category 1 or greater

hurricane to provide for the paynent of covered clains beyond

their territorial limts in the inplenentation of such

prograns.
(i) 1t is a paramount public purpose for

nmuni ci palities and counties substantially affected by the

landfall of a category 1 or greater hurricane to be able to

i ssue bonds for the purposes described in this section. Such

i ssuance shall provide assistance to residents of those

muni cipalities 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

category 1 or greater hurricane, may issue bonds to fund an

assi stance programin conjunction with, and with the consent

of, the Florida Insurance 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 deternined by the Florida

| nsurance Guaranty Association to have been a result of a

category 1 or greater hurricane, regardless of whether the

claimants or policyholders are residents of such nunicipality

or_county or the property to which the claimrelates is

|l ocated within or outside the territorial jurisdiction of the

municipality 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
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1| restricted by any provisions in such nmunicipality's or
2| county's charter. A nunicipality or county issuing bonds for
3| this purpose shall enter into such contracts with the Florida
4| Insurance Guaranty Association or any entity acting on behalf
5| of the Florida Insurance Guaranty Association as are necessary
6| to inplenent the assistance program Any bonds issued by a
7| municipality or county or a conbination thereof under this
8| subsection shall be payable from and secured by noneys
9| received by or on behalf of the municipality or county from
10| assessnents levied under s. 631.57(3)(a) and assigned and
11| pledged to or on behalf of the municipality or county for the
12| benefit of the holders of the bonds in connection with the
13| assistance program The funds, credit, property, and taxing
14| power of the state or any nunicipality or county shall not be
15| pledged for the payment of such bonds.
16 (3) Bonds nmay be validated by the nmunicipality or
17| county pursuant to chapter 75. The proceeds of the bonds may
18| be used to pay covered clains of insolvent insurers; to
19| refinance or replace previously existing borrow ngs or
20| financial arrangenents; to pay interest on bonds; to fund
21| reserves for the bonds; to pay expenses incident to the
22| issuance or sale of any bond issued under this section
23| including costs of validating, printing, and delivering the
24| bonds, costs of printing the official statement, costs of
25| publishing notices of sale of the bonds, costs of obtaining
26| credit enhancement or liquidity support, and rel ated
27| administrative expenses; or for such other purposes related to
28| the financial obligations of the fund as the association may
29| determ ne. The term of the bonds may not exceed 30 years.
30 (4) The state covenants with holders of bonds of the
31| assistance programthat the state will not take any action
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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 outstanding, unless adequate provision

has been made for the paynent of the bonds in the docunents

aut hori zing the issuance of the bonds.

(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 commerce 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 inposed by chapter 220

on interest, incone, or profits on debt obligations owned by

corporations.

(6) Two or nore nunicipalities or counties, the

resi dents of which have been substantially affected by a

category 1 or greater hurricane, may create a legal entity
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pursuant to s. 163.01(7)(g) to exercise the powers described

in this section as well as those powers granted in s.

163.01(7)(g). References in this section to a nunicipality 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

include an analysis of the revenue generated fromthe

assessnent |l evied under s. 631.57(3)(a) to pay such bonds. The

associ ation shall submit a copy of the report to the President

of the Senate, the Speaker of the House of Representatives,

and the Chief Financial Oficer within 90 days after the end

of each cal endar year in which bonds were outstanding.

Section 13. No provision of s. 631.57 or_s. 631.695,

Florida Statutes, shall be repealed until such tine as the

principal, redenption premium if any, and interest on al

bonds i ssued under s. 631.695, Florida Statutes, payabl e and

secured from assessnents | evied under s. 631.57(3)(a)., Florida

Statutes, have been paid in full or adeguate provision for

such paynent has been made in _accordance with the bond

resolution or trust indenture pursuant to which the bonds were

i ssued.

Section 14. |f any provision of this act or the

application thereof to any person or circunstance is held

invalid, the invalidity shall not affect other provisions or

applications of the act which can be given effect w thout the

invalid provision or application, and to this end the

provisions of this act are declared severabl e.

Section 15. The sumof $100 nmillion is appropriated

fromthe General Revenue Fund to the Florida Hurricane Danage
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Preventi on Endownrent as a nonrecurring appropriation for the

purposes specified in s. 215.558, Florida Statutes, as created

by this act.

Section 16. The provisions applying to issuance of

policies for the peril of wind only in the high-risk account

of the Citizens Property Insurance Corporation under_s.

627.351(6)(b)2.9. and h., Florida Statutes, shall operate

retroactively to January 1, 2006.
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