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14- 1495B- 06 See HB 1209

1 A Dbill to be entitled

2 An act relating to the Florida Hurricane

3 Cat ast rophe Fund; anmending s. 215.555, F.S.

4 revi sing findings and purposes; revising

5 definitions; changing the nane of the fund to

6 the Florida Hurricane Insurance Fund; revising
7 requi renents for reinbursenent contracts;

8 provi di ng requi renents, procedures, and

9 nmet hodol ogi es for policyholders to pay preniunms
10 to insurers, insurers to remt premuns to the
11 fund, insurers to reinmburse policyholders for
12 hurricane | osses, and the state to reinburse

13 insurers fromthe fund for paynents to

14 pol i cyhol ders; deleting a required annua

15 appropriation fromthe i nvestnent inconme of the
16 Fl ori da Hurricane Catastrophe Fund for certain
17 pur poses; providing coverage limitations;

18 provi di ng exceptions; providing for discounted
19 prem unms to certain insurers under certain
20 ci rcunst ances; deleting conflicting provisions;
21 revi sing rei mbursenment prem um provisions to
22 conform renanming the Florida Hurricane
23 Cat ast rophe Fund Fi nance Corporation as the
24 Fl orida Hurricane |Insurance Fund Fi nance
25 Cor poration; making conform ng changes;
26 anmendi ng ss. 215.556, 215.559, 624.424,
27 624. 5091, 627.062, 627.0628, 627.0629, 627.351
28 627.701, and 627.7077, F.S., to conform
29 anmendi ng s. 109(3), ch. 2000-141, Laws of
30 Florida; deleting a limtation subjecting
31 certain portions of coastal counties to certain
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1 debris requirenents adopted by the Florida

2 Bui | di ng Conmi ssion; providing an effective

3 dat e.

4

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

6

7 Section 1. Section 215.555, Florida Statutes, is

8| amended to read:

9 215.555 Florida Hurricane | nsurance Gatastroephe

10| Fund. --

11 (1) FINDINGS AND PURPCSE. - - The Legi sl ature finds and
12| decl ares as follows:

13 (a) There is a conpelling state interest in

14| maintaining a viable and orderly private sector market for

15| property insurance in this state. To the extent that the

16| private sector is unable to maintain a viable and orderly

17| market for property insurance in this state, state actions to
18| maintain such a viable and orderly nmarket are valid and

19| necessary exercises of the police power.

20 (b) As a result of unprecedented |evels of

21| catastrophic insured |losses in recent years, and especially as
22| a result of Hurricane Andrew and the 2004 and 2005 hurricane
23| seasons, nunerous insurers have determined that in order to
24| protect their solvency, it is necessary for themto reduce

25| their exposure to hurricane | osses. Also as a result of these
26| events, world reinsurance capacity has significantly

27| contracted, increasing the pressure on insurers to reduce

28| their catastrophic exposures.

29 (c) Mortgages require reliable property insurance, and
30| the unavailability of reliable property insurance would

31| therefore make nmost real estate transactions inpossible. In
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addition, the public health, safety, and welfare demand that
structures danmaged or destroyed in a catastrophe be repaired
or reconstructed as soon as possible. Therefore, the inability
of the private sector insurance and reinsurance markets to
mai ntai n sufficient capacity to enable residents of this state
to obtain property insurance coverage in the private sector
endangers the economy of the state and endangers the public
health, safety, and welfare. Accordingly, state action to
correct for this inability of the private sector constitutes a
valid and necessary public and governnental purpose.

(d) The insolvencies and financial inpairnments

resulting fromHurricane Andrew and the 2004 and 2005

hurri cane seasons denonstrate that many property insurers are

unable or unwilling to maintain reserves, surplus, and
rei nsurance sufficient to enable the insurers to pay al
clainms in full in the event of a catastrophe. State action is
therefore necessary to protect the public froman insurer's
unwi I I i ngness or inability to maintain sufficient reserves,
surplus, and reinsurance.

(e) A state programto provide a stable and ongoi ng
source of coverage reirburserenrt—to—insurers for a substantia
portion of their—eatastrophiec hurricane |osses for citizens of

this state will create additional insurance capacity

sufficient to aneliorate the current dangers to the state's
econony and to the public health, safety, and welfare.

(f) It is essential to the functioning of a state
programto increase insurance capacity that revenues received
be exempt from federal taxation. It is therefore the intent of
the Legislature that this programbe structured as a state
trust fund under the direction and control of the State Board
of Administration and operate exclusively for the purpose of

3
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protecting and advancing the state's interest in maintaining
i nsurance capacity in this state.
(g) Hurricane Andrew, which caused insured and

uni nsured | osses in excess of $20 billion__and the 2004

hurri cane season, which caused insured | osses in excess of $42

billion, will likely not be the last major windstormto strike
Fl ori da. Recogni zing that a future w nd catastrophe could
cause damages in excess of $60 billion, especially if a mgjor
urban area or series of urban areas were hit, it is the intent
of the Legislature to balance equitably its concerns about
mtigation of hurricane inpact, insurance affordability and
availability, and the risk of insurer and joint underwiting
associ ation insolvency, as well as assessnent and bondi ng
limtations.

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

(a)ém "Actual clains-paying capacity" neans the sum
of the bal ance of the fund as of Decenber 31 of a contract
year, plus any reinsurance purchased by the fund, plus the
anount the board is able to raise through the issuance of
revenue bonds under subsection (6).

(b)tay "Actuarially indicated" nmeans, with respect to
prem uns paid to by insurers for reinbursenent 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

4
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principles of actuarial science to reflect each insurer's
rel ati ve exposure to hurricane | osses.

(c)éeg>r "Bond" neans any bond, debenture, note, or
ot her evidence of financial indebtedness issued under this
secti on.

(d) ) "Corporation" nmeans the Florida Hurricane
| nsurance Eatastrophe Fund Fi nance Corporation created in
par agraph (6)(d).

(e)fby "Covered event" nmeans any one stormdeclared to
be a hurricane by the National Hurricane Center, which storm
causes insured losses in this state.

(f)€éeyr "Covered policy" neans any hurricane insurance
policy covering residential property in this state, including,
but not limted to, any honmeowner's, nobile hone owner's, farm
owner's, condom ni um associ ati on, condoni niumunit owner's,
tenant's, or apartnent building policy, or any other policy
covering a residential structure or its contents issued by any
authorized insurer, including the Citizens Property |nsurance
Corporation and any joint underwiting association or simlar
entity created pursuant to law. The term "covered policy"

i ncludes any collateral protection insurance policy covering
personal residences which protects both the borrower's and the
I ender's financial interests, in an amount at |east equal to
the coverage for the dwelling in place under the |apsed
homeowner's policy, if such policy can be accurately reported
as required in subsection (5). Additionally, covered policies
i nclude policies covering the peril of wind renmoved fromthe
Flori da Residential Property and Casualty Joint Underwiting
Association or fromthe Citizens Property Insurance
Corporation, created pursuant to s. 627.351(6), or fromthe
Fl ori da W ndstorm Underwriting Association, created pursuant
5
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to s. 627.351(2), by an authorized insurer under the terns and
conditions of an executed assunption agreenent between the
aut horized insurer and such association or Citizens Property
I nsurance Corporation. Each assunption agreenent between the
associ ation and such authorized insurer or Citizens Property
I nsurance Corporation nmust be approved by the Ofice of

I nsurance Regul ation prior to the effective date of the
assunption, and the O fice of Insurance Regul ati on nust
provide witten notification to the board within 15 working
days after such approval. "Covered policy" does not include
any policy that excludes wi nd coverage or hurricane coverage
or any reinsurance agreenent and does not include any policy
otherwi se neeting this definition which is issued by a surplus
lines insurer or a reinsurer. Al comercial residentia
excess policies and all deductible buy-back policies that,
based on sound actuarial principles, require individua

rat emaki ng shall be excluded by rule if the actuaria
soundness of the fund is not jeopardized. For this purpose,
the term "excess policy" neans a policy that provides

i nsurance protection for |arge commercial property risks and
that provides a | ayer of coverage above a prinmary |ayer

i nsured by another insurer

(g) - "Debt service" neans the amount required in any
fiscal year to pay the principal of, redenption premum if
any, and interest on revenue bonds and any anmounts required by
the terms of docunents authorizing, securing, or providing
liquidity for revenue bonds necessary to nmaintain in effect
any such liquidity or security arrangenents.

(h)¢ "Debt service coverage" nmeans the amount, if
any, required by the docunments under which revenue bonds are
i ssued, which anopunt is to be received in any fiscal year in

6
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excess of the ampunt required to pay debt service for such
fiscal year.

(i) "Estimted clains-paying capacity" nmeans the
sum of the projected year-end bal ance of the fund as of
Decenber 31 of a contract year, plus any reinsurance purchased
by the fund, plus the board's estimte of the board's
borrowi ng capacity.

(j) "Local government" means a unit of general purpose
| ocal governnment as defined in s. 218.31(2).

(k)€ "Losses" neans direct incurred | osses under
covered policies, which shall include |osses for additiona
living expenses not to exceed 40 percent of the insured val ue
of a residential structure or its contents and shall exclude
| oss adj ustnent expenses. "Losses" does not include |osses for
fair rental value, |oss of use, or business interruption
| osses.

(1)Ha "Pledged revenues" neans all or any portion of

revenues to be derived from rei mbursenment prem uns under

subsection (5) or from energency assessnents under paragraph

(6)(b), as determ ned by the board.
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. . i fiod | .
contract—

(M "Workers' conpensation” includes both workers
conpensati on and excess workers' conpensation insurance.

(3) FLORI DA HURRI CANE | NSURANCE EAFASTFROPHE FUND
CREATED. - - There is created the Florida Hurricane | nsurance
Catastrophe Fund to be adninistered by the State Board of
Admi ni stration. Moneys in the fund may not be expended,
| oaned, or appropriated except to pay obligations of the fund
ari sing out of reinbursenent contracts entered into under
subsection (4), paynent of debt service on revenue bonds
i ssued under subsection (6), costs of the nmitigation program
under subsection (7), costs of procuring reinsurance, and
costs of administration of the fund. The board shall invest
the nmoneys in the fund pursuant to ss. 215.44-215.52. Except
as otherwi se provided in this section, earnings from al
i nvestments shall be retained in the fund. The board may
enpl oy or contract with such staff and professionals as the
board deens necessary for the adm nistration of the fund. The
board may adopt such rules as are reasonabl e and necessary to
i mpl ement this section and shall specify interest due on any
del i nquent rem ttances, which interest may not exceed the
fund's rate of return plus 5 percent. Such rules must conform
to the Legislature's specific intent in establishing the fund
as expressed in subsection (1), nust enhance the fund's
potential ability to respond to clains for covered events,
nmust contai n general provisions so that the rules can be
applied with reasonable flexibility so as to accommodate
insurers in situations of an unusual nature or where undue
hardship may result, except that such flexibility may not in
any way inpair, override, supersede, or constrain the public

9
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1| purpose of the fund, and nmust be consistent with sound

2| insurance practices. The board may, by rule, provide for the
3| exenption from subsections (4) and (5) of insurers witing

4| covered policies with less than $10 mllion in aggregate

5| exposure for covered policies if the exenption does not affect
6| the actuarial soundness of the fund.

7 (4) REI MBURSEMENT CONTRACTS. - -

8 (a) The board shall enter into a contract with each

9| insurer witing hurricane-covered eevered policies in this

10| state to provide to the insurer the reinbursenent described in
11| paragraphs (b) and (d), in exchange for the reinmbursenent

12| premium paid into the fund under subsection (5). As a

13| condition of doing business in this state, each such insurer
14| shall enter into such a contract.

15 (b)1. The contract shall contain a prom se by the

16| board to reinburse the insurer for |osses as provided in this
17| paragraph as a result of a covered event 45—percent—+5

18| percent—or—90percent—ofitstossesfromeach—covered—event
19| iHr—excess—oftheinsurer—sretention—plus—5perecent—oef—the
20| reirbursedtossesto—ecover—toss—adiustrert—expenses.
21 2. The insurer shall provide hurricane coverage for
22| any policyholder selecting this coverage. The insurer shal
23| collect premiums from policyholders as deternined by the state
24| and remt premiumcollections to the state to be deposited in
25| the Florida Hurricane Insurance Fund sust—eleet—ene—of—the
26
27
28
29
30
31
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1| group—rust—eleet—the sare percentage—ecoveragetevel—Ary—foint

2 | wnrderwrithg—assectatien—rsk—appertienrent—plan—er—ether

3| entity——ereated—under—s—624351must—elect—the 90-percent

4| eeveragetevel.

5 3. The contract shall provide that reinbursenent

6| coverage for any hurricane |oss must be paid to the insurer. A

7| policyholder shall submit all clains to the insurer for

8| paynment for all related | osses.

9 4. A policyholder shall pay hurricane peril preniuns
10| to the insurer, and the insurer shall remt collected premni uns
11| to the state.

12 5. An insurer shall contract with the state to provide
13| hurricane peril coverage to policyholders and provide coverage
14| directly to policyholders for losses as a result of a covered
15| event. The state shall reinburse the insurer fromthe Florida
16| Hurricane Insurance Fund for all reinbursenments nmade by the

17| insurer to policyholders as a result of a covered event.

18 6. Premuns paid by a policyholder nust provide,

19| through the fund, a maxi mum coverage of $500, 000.

20 7. A policyholder may select hurricane deductibl es of
21| 1, 2, 5 or 10 percent.

22 8. An insurer may choose to provide additiona

23| coverage beyond the fund's coverage of $500,000 for its

24| policyhol ders.

25 9. An insurer shall provide clains adjustnment and

26| reinbursenment for |losses directly to its policyholders. Once
27| reinbursenent anpunts have been determ ned for policyhol ders,
28| an insurer shall subnit a request for reinbursenent through

29| the fund for paynents nmade to policyholders for hurricane

30| lLoss.

31

11
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 2664
14- 1495B- 06 See HB 1209

10. The $500, 000 maxi num coverage shall be adjusted

every 5 vears based on the hone rate index.

11. Discounted prem uns _shall be provided by the fund

for an insurer who encourages its policyholders to engage in

loss mtigation follow ng dannge to or | oss of property

2— In May before the start of the upcomi ng contract

year and in October during the contract year, the board shal
publish in the Florida Adnm nistrative Wekly a statenment of
the fund's estimated borrow ng capacity and the projected

bal ance of the fund as of Decenber 31. After the end of each
cal endar year, the board shall notify insurers of the
estimated borrow ng capacity and the bal ance of the fund as of
Decenber 31 to provide insurers with data necessary to assi st

themin determining their actuarially sound prem uns retention

and projected payout fromthe fund for |oss reinbursenent
pur poses. Ha—eontunretion—wth—thedeveloprent—ef—the premum

. : . . . .
12
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(d)1. For purposes of determ ning potential liability
and to aid in the sound admi nistration of the fund, the
contract shall require each insurer to report such insurer's
| osses from each covered event on an interimbasis, as
directed by the board. The contract shall require the insurer
to report to the board no |ater than Decenber 31 of each year

and quarterly thereafter, its reinmbursable | osses fromcovered

events for the year. Fhe—eontract—shal—requirethe boeardte

2. In determning reinbursenents pursuant to this

subsection, the contract shall provide that the board shall =

a—7Fi+st reinburse insurers within 90 days after

reporting policyholder-paid |osses as a result of a covered

event wtHng—eevered—poelieles—whi-ch—tnhsurers—aref+n—Fu-
. . . . I - I =T :
. . I i ed o I .
corpanies—under—s—624 35 (2 { b} 3—Fhe—arwount—of——suech
. : CTEE
13
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(e)4 In order to ensure that insurers have properly

reported the insured val ues on which the rei nbursenment premni um
is based and to ensure that insurers have properly reported
the | osses for which rei nbursenents have been made, the board
shal |l inspect, exanine, and verify the records of each
insurer's covered policies at such tinmes as the board deens
appropriate and according to standards established by rule for
the specific purpose of validating the accuracy of exposures
and |l osses required to be reported under the terns and
conditions of the reinbursement contract. The costs of the
exam nations shall be borne by the board. However, in order to
renmove any incentive for an insurer to delay preparations for
an exam nation, the board shall be reinbursed by the insurer
for any exami nation expenses incurred in addition to the usua
and custonmary costs of the examination, which additiona
expenses were incurred as a result of an insurer's failure,
despite proper notice, to be prepared for the exam nation or
as a result of an insurer's failure to provide requested
informati on while the exam nation is in progress. If the board
16
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finds any insurer's records or other necessary informtion to
be i nadequate or inadequately posted, recorded, or naintained,
the board may enpl oy experts to reconstruct, rewite, record,
post, or maintain such records or information, at the expense
of the insurer being exam ned, if such insurer has failed to
mai ntai n, conplete, or correct such records or deficiencies
after the board has given the insurer notice and a reasonabl e
opportunity to do so. Any information contained in an

exam nation report, which information is described in s.
215.557, is confidential and exenpt fromthe provisions of s.
119.07(1) and s. 24(a), Art. | of the State Constitution, as
provided in s. 215.557. Nothing in this paragraph expands the
exenption in s. 215.557.

(f)€égr The contract shall provide that in the event of
the insol vency of an insurer, the fund shall pay directly to
the Florida Insurance Guaranty Association for the benefit of
Fl ori da policyholders of the insurer the net anpunt of al
rei mbursenent noneys owed to the insurer. As used in this
par agraph, the term "net amount of all reinbursenent noneys”
nmeans that amount which remains after reinbursenent for

1. Prelimnary or duplicate paynents owed to private
reinsurers or other inuring reinsurance paynents to private
reinsurers that satisfy statutory or contractual obligations
of the insolvent insurer attributable to covered events to
such reinsurers; or

2. Funds owed to a bank or other financial institution
to cover obligations of the insolvent insurer under a credit
agreenent that assists the insolvent insurer in paying clains

attri butable to covered events.

17
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1| The private reinsurers, banks, or other financial institutions
2| shall be reinbursed or otherwi se paid prior to paynent to the
3| Florida Insurance Guaranty Associ ati on, notw thstandi ng any

4| law to the contrary. The guaranty association shall pay al

5| clains up to the maxi num amount pernitted by chapter 631

6| thereafter, any remmi ni ng noneys shall be paid pro rata to

7| clains not fully satisfied. This paragraph does not apply to a
8| joint underwiting association, risk apportionnent plan, or

9| other entity created under s. 627.351

10 (5) REI MBURSEMENT PREM UMS. - -

11 (a) Each reinbursement contract shall require the

12| insurer to arngalby pay to the fund an actuarially indicated
13| premium for the reinbursement of hurricane |osses.

14 (b) The State Board of Adm nistration shall select an
15| i ndependent consultant to develop a forrmula for deternining
16| the actuarially indicated premumto be paid to the fund. The
17| formul a shall specify, for each zip code or other linmted

18| geographi cal area, the ampunt of premiumto be paid by an

19| insurer fer—each—$1-000—ot—tnsured—valuve—unrder—eovered

20| peHieies—inthat—zip—ecode—or—other—area. In establishing

21| premiuns, the board shall consider the—ceverage—elected—under
22| paragraph—{4{br—and any factors that tend to enhance the

23| actuarial sophistication of ratemaking for the fund, including
24| deductibles, type of construction, type of coverage provided,
25| relative concentration of risks, loss mitigation efforts, a
26| factor providing for nore rapid cash buildup in the fund unti
27| the fund capacity for a single hurricane season is fully

28| funded, and other such factors deened by the board to be

29| appropri ate. Freformarayprovidefor—a procedureto

30 G ; ;

31
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(c) No later than Septenber 1 of each year, each
i nsurer shall notify the board of its insured val ues under
covered policies by zip code, as of June 30 of that year. On
the basis of these reports, the board shall calculate the

prem um due fromthe insurer, based on the formnula adopted

under paragraph (b). Fhre—inswrer—shat—paytherequired—annual

for—al—acecounting—andregulatorypurposes—
(6) REVENUE BONDS. - -

(a) Ceneral provisions.--

1. Upon the occurrence of a hurricane and a
deternmination that the noneys in the fund are or will be
insufficient to pay reinbursenment at the levels promsed in
the rei mbursenment contracts, the board nay take the necessary

19
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st eps under paragraph (c) or paragraph (d) for the issuance of
revenue bonds for the benefit of the fund. The proceeds of
such revenue bonds may be used to meke rei mbursenment paynents
under reinbursenent contracts; to refinance or repl ace

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

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

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

par agraph (d) for the purpose of issuing revenue bonds in the

absence of a hurricane upon a determ nation that such action
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1| would maxim ze the ability of the fund to neet future

2| obligations.

3 2. The Legislature finds and declares that the

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

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

6| thereby enabling insurers to pay the clains of policyhol ders
7| to assure that policyholders are able to pay the cost of

8| construction, reconstruction, repair, restoration, and other
9| costs associated with damage to property of policyhol ders of
10| covered policies after the occurrence of a hurricane. Revenue
11| bonds may not be issued under this subsection until validated
12| under chapter 75. The validation of at |least the first

13| obligations incurred pursuant to this subsection shall be

14| appealed to the Suprenme Court, to be handl ed on an expedited
15| basis.

16 (b) Enmergency assessnents. --

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

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

20| corporation, including repaynent of revenue bonds and that

21| portion of the debt service coverage not net by rei nbursenent
22| premiunms, the board shall direct the Ofice of Insurance

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

24| direct premiuns for all property and casualty lines of

25| business in this state, including property and casualty

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

29| subsection, the term "property and casualty busi ness" includes
30| all lines of business identified on Form 2, Exhibit of

31| Premiums and Losses, in the annual statenent required of
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authorized insurers by s. 624.424 and any rul e adopted under
this section, except for those lines identified as accident
and health insurance and except for policies witten under the
Nat i onal Fl ood I nsurance Program The assessnent shall be
speci fied as a percentage of future premi um collections and is
subj ect to annual adjustnments by the board to reflect changes
in prem uns subject to assessnments collected under this

subpar agraph in order to neet debt obligations. The sane
percentage shall apply to all policies in Iines of business
subj ect to the assessnment issued or renewed during the
12-nmonth period beginning on the effective date of the
assessnent.

2. A premiumis not subject to an annual assessnent
under this paragraph in excess of 6 percent of premiumwith
respect to obligations arising out of |osses attributable to
any one contract year, and a premumis not subject to an
aggregat e annual assessnent under this paragraph in excess of
10 percent of premium An annual assessnment under this
par agraph shall continue until the revenue bonds issued with
respect to which the assessment was i nposed are outstanding,

i ncl udi ng any bonds the proceeds of which were used to refund
the revenue bonds, unl ess adequate provision has been nmade for
the payment of the bonds under the docunents authorizing

i ssuance of the bonds.

3. Wth respect to each insurer collecting prem uns
that are subject to the assessment, the insurer shall collect
the assessnent at the same tine as it collects the prem um
payment for each policy and shall remt the assessnent
collected to the fund or corporation as provided in the order
i ssued by the Ofice of Insurance Regul ation. The office shal
verify the accurate and tinely collection and renittance of
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energency assessnents and shall report the information to the
board in a formand at a tinme specified by the board. Each
i nsurer collecting assessnents shall provide the information
with respect to premuns and collections as may be required by
the office to enable the office to nonitor and verify
conpliance with this paragraph.

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

23
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5. Any assessnent authority not used for a particular
contract year may be used for a subsequent contract year. If,
for a subsequent contract year, the board determ nes that the
anount of revenue produced under subsection (5) is
insufficient to fund the obligations, costs, and expenses of
the fund and the corporation, including repaynent of revenue
bonds and that portion of the debt service coverage not nmet by
rei mbursenent preniunms, the board shall direct the Ofice of
I nsurance Regul ation to | evy an energency assessment up to an
anount not exceedi ng the anpunt of unused assessnent authority
froma previous contract year or years, plus an additional 4
percent provided that the assessnents in the aggregate do not
exceed the linmts specified in subparagraph 2.

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

7. Enmergency assessments are not prem um and are not
subject to the premiumtax, to the surplus lines tax, to any
fees, or to any conm ssions. An insurer is liable for al
assessnments that it collects and nust treat the failure of an
insured to pay an assessnment as a failure to pay the prem um
An insurer is not liable for uncollectible assessnents.
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8. Wien an insurer is required to return an unearned
premium it shall also return any coll ected assessnent
attributable to the unearned premium A credit adjustnent to
the coll ected assessnent may be made by the insurer with
regard to future renittances that are payable to the fund or
corporation, but the insurer is not entitled to a refund.

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

10. The exenption of medical mal practice insurance
prem uns from energency assessnents under this paragraph is
repeal ed May 31, 2007, and nedical mal practice insurance
prem uns shall be subject to enmergency assessnents
attributable to |l oss events occurring in the contract years
comenci ng on June 1, 2007.

(c) Revenue bond issuance through counties or
nmuni ci palities.--

1. If the board elects to enter into agreements with
| ocal governnents for the issuance of revenue bonds for the
benefit of the fund, the board shall enter into such contracts
with one or nore |ocal governnents, including agreenents
provi ding for the pledge of revenues, as are necessary to
ef fect such issuance. The governing body of a county or
municipality is authorized to i ssue bonds as defined in s.
125.013 or s. 166.101 fromtime to time to fund an assi stance
program in conjunction with the Florida Hurricane |[nsurance
Catastroephe Fund, for the purposes set forth in this section
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or for the purpose of paying the costs of construction,
reconstruction, repair, restoration, and other costs
associated with damge to properties of policyhol ders of
covered policies due to the occurrence of a hurricane by
assuring that policyholders located in this state are able to
recover clains under property insurance policies after a
covered event.

2. In order to avoid needl ess and indiscrimnate
proliferation, duplication, and fragnentation of such
assi stance progranms, any |local government may provide for the
payment of fund reinbursenments, regardl ess of whether or not
the | osses for which rei mbursenent is nade occurred wthin or
outside of the territorial jurisdiction of the |oca
gover nment .

3. The state hereby covenants with hol ders of bonds
i ssued under this paragraph that the state will not repeal or
abrogate the power of the board to direct the Ofice of
I nsurance Regul ation to levy the assessnments and to coll ect
the proceeds of the revenues pledged to the paynment of such
bonds as | ong as any such bonds renain outstandi ng unl ess
adequat e provision has been nade for the paynment of such bonds
pursuant to the docunments authorizing the issuance of such
bonds.

4. There shall be no liability on the part of, and no
cause of action shall arise against any menbers or enpl oyees
of the governing body of a |local government for any actions
taken by themin the performance of their duties under this
par agr aph.

(d) Florida Hurricane | nsurance Gatast+rephe Fund

Fi nance Corporation.--
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1. In addition to the findings and declarations in
subsection (1), the Legislature also finds and decl ares that:

a. The public benefits corporation created under this
paragraph will provide a nmechani sm necessary for the
cost-effective and efficient issuance of bonds. This mechani sm
will elinmnate unnecessary costs in the bond i ssuance process,
t hereby increasing the anmobunts avail able to pay rei nmbursenent
for losses to property sustained as a result of hurricane
danmage.

b. The purpose of such bonds is to fund rei nbursenents
through the Florida Hurricane | nsurance Gatastrephe Fund to
pay for the costs of construction, reconstruction, repair
restoration, and other costs associated with damage to
properties of policyholders of covered policies due to the
occurrence of a hurricane.

c. The efficacy of the financing nechanismw || be
enhanced by the corporation's ownership of the assessnents, by
the insulation of the assessnments from possi bl e bankruptcy
proceedi ngs, and by covenants of the state with the
corporation's bondhol ders.

2.a. There is created a public benefits corporation,
which is an instrumentality of the state, to be known as the
Fl ori da Hurricane | nsurance Gatastrephe Fund Fi nance
Cor poration.

b. The corporation shall operate under a five-nenber
board of directors consisting of the Governor or a designee,
the Chief Financial Oficer or a designee, the Attorney
General or a designee, the director of the Division of Bond
Fi nance of the State Board of Administration, and the senior

enpl oyee of the State Board of Adm nistration responsible for
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operations of the Florida Hurricane | nsurance Gatast+rephe
Fund.

c. The corporation has all of the powers of
corporations under chapter 607 and under chapter 617, subject
only to the provisions of this subsection.

d. The corporation may issue bonds and engage in such
ot her financial transactions as are necessary to provide
sufficient funds to achieve the purposes of this section

e. The corporation may invest in any of the
i nvest ments aut horized under s. 215.47.

f. There shall be no liability on the part of, and no
cause of action shall arise against, any board nenbers or
enpl oyees of the corporation for any actions taken by themin
the performance of their duties under this paragraph.

3.a. In actions under chapter 75 to validate any bonds
i ssued by the corporation, the notice required by s. 75.06
shall be published only in Leon County and in two newspapers
of general circulation in the state, and the conpl aint and
order of the court shall be served only on the State Attorney
of the Second Judicial Circuit.

b. The state hereby covenants with hol ders of bonds of
the corporation that the state will not repeal or abrogate the
power of the board to direct the Ofice of I|nsurance
Regul ation to levy the assessnments and to collect the proceeds
of the revenues pl edged to the paynment of such bonds as | ong
as any such bonds renmain outstandi ng unl ess adequate provision
has been made for the paynment of such bonds pursuant to the
docunent s authorizing the issuance of such bonds.

4. The bonds of the corporation are not a debt of the
state or of any political subdivision, and neither the state
nor any political subdivision is liable on such bonds. The
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1| corporation does not have the power to pledge the credit, the
2| revenues, or the taxing power of the state or of any politica
3| subdivision. The credit, revenues, or taxing power of the

4| state or of any political subdivision shall not be deened to
5| be pledged to the paynent of any bonds of the corporation.

6 5.a. The property, revenues, and other assets of the
7| corporation; the transactions and operations of the

8| corporation and the income from such transactions and

9| operations; and all bonds issued under this paragraph and

10| interest on such bonds are exenpt fromtaxation by the state
11| and any political subdivision, including the intangibles tax
12| under chapter 199 and the incone tax under chapter 220. This
13| exenption does not apply to any tax inposed by chapter 220 on
14| interest, inconme, or profits on debt obligations owned by

15| corporations other than the Florida Hurricane |l nsurance

16| Gatastrephe Fund Finance Corporation

17 b. Al bonds of the corporation shall be and

18| constitute legal investments without limtation for all public
19| bodies of this state; for all banks, trust conpani es, savings
20| banks, savings associations, savings and | oan associ ati ons,
21| and investnent conpanies; for all administrators, executors,
22| trustees, and other fiduciaries; for all insurance conpanies
23| and associ ati ons and ot her persons carrying on an insurance
24| business; and for all other persons who are now or mnay

25| hereafter be authorized to invest in bonds or other

26| obligations of the state and shall be and constitute eligible
27| securities to be deposited as collateral for the security of
28| any state, county, municipal, or other public funds. This

29| sub-subparagraph shall be considered as additional and

30| supplenental authority and shall not be limited wthout

31| specific reference to this sub-subparagraph.
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1 6. The corporation and its corporate existence shal

2| continue until termnated by | aw, however, no such |aw shal

3| take effect as long as the corporation has bonds outstandi ng
4| unl ess adequate provision has been nmade for the paynent of

5| such bonds pursuant to the docunments authorizing the issuance
6| of such bonds. Upon term nation of the existence of the

7| corporation, all of its rights and properties in excess of its
8| obligations shall pass to and be vested in the state.

9 (e) Protection of bondhol ders. --

10 1. As long as the corporation has any bonds

11| outstanding, neither the fund nor the corporation shall have
12| the authority to file a voluntary petition under chapter 9 of
13| the federal Bankruptcy Code or such correspondi ng chapter or
14| sections as may be in effect, fromtinme to tine, and neither
15| any public officer nor any organi zation, entity, or other

16| person shall authorize the fund or the corporation to be or

17| become a debtor under chapter 9 of the federal Bankruptcy Code
18| or such correspondi ng chapter or sections as may be in effect,
19| fromtine to tinme, during any such peri od.

20 2. The state hereby covenants with hol ders of bonds of
21| the corporation that the state will not limt or alter the

22| denial of authority under this paragraph or the rights under
23| this section vested in the fund or the corporation to fulfill
24| the terns of any agreenents nade with such bondhol ders or in
25| any way inpair the rights and renmedi es of such bondhol ders as
26| long as any such bonds renai n outstandi ng unl ess adequate

27| provision has been nmade for the paynent of such bonds pursuant
28| to the docunments authorizing the i ssuance of such bonds.

29 3. Notwithstanding any other provision of |aw, any

30| pledge of or other security interest in revenue, noney,

31| accounts, contract rights, general intangibles, or other
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1| personal property nade or created by the fund or the

2| corporation shall be valid, binding, and perfected fromthe

3| tinme such pledge is made or other security interest attaches
4| without any physical delivery of the collateral or further act
5| and the lien of any such pledge or other security interest

6| shall be valid, binding, and perfected against all parties

7| having claims of any kind in tort, contract, or otherw se

8| against the fund or the corporation irrespective of whether or
9| not such parties have notice of such clains. No instrunment by
10| which such a pledge or security interest is created nor any
11| financing statenent need be recorded or fil ed.

12 (7) ADDI TI ONAL PONERS AND DUTI ES. - -

13 (a) The board nay procure reinsurance fromreinsurers
14| acceptable to the Ofice of Insurance Regul ation for the

15| purpose of maxim zing the capacity of the fund.

16 (b) In addition to borrow ng under subsection (6), the
17| board may al so borrow from or enter into other financing

18| arrangenents with, any market sources at prevailing interest
19| rates.

20 ter—FEaeh+iseal—year—the tegistatureshalt-

21| appropriatefromtheinvestrent—inecore—of—the FHorida

22 | Hurrieane—Catastrophe—Funrd—anr—arpunt—no—tess—than—$30—wtHoen
23 i i

24

25

26

27

28

29

30
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1

2

3

4

5

6

7

8

9

10

11 (c)éd The board may allow insurers to conply with

12| reporting requirenments and reporting format requirenents by
13| using alternative nmethods of reporting if the proper

14| administration of the fund is not thereby inpaired and if the
15| alternative nmethods produce data which is consistent with the
16| purposes of this section.

17 (d)éey> In order to assure the equitable operation of
18| the fund, the board may i npose a reasonable fee on an insurer
19| to recover costs involved in reprocessing inaccurate,

20| inconplete, or untinely exposure data submtted by the

21| insurer.

22 (8) ADVI SORY COUNCIL.--The State Board of

23| Admi nistration shall appoint a nine-menber Florida Hurricane
24| I nsurance Fund Advisory Council that consists of an actuary, a
25| meteorol ogi st, an engineer, a representative of insurers, a
26| representative of insurance agents, a representative of

27| reinsurers, and three consuners who shall also be

28| representatives of other affected professions and industries,
29| to provide the board with information and advice in connection
30| with its duties under this section. Menbers of the advisory
31
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council shall serve at the pleasure of the board and are
eligible for per diemand travel expenses under s. 112.061

(9) APPLICABILITY OF S. 19, ART. Ill OF THE STATE
CONSTI TUTI ON. - - The Legislature finds that the Florida
Hurri cane | nsurance Gatastrephe Fund created by this section
is a trust fund established for bond covenants, indentures, or
resolutions within the nmeaning of s. 19(f)(3), Art. IIl of the
State Constitution.

(10) VIOLATIONS. --Any violation of this section or of
rul es adopted under this section constitutes a violation of
the insurance code.

(11) LEGAL PROCEEDI NGS. --The board is authorized to
take any action necessary to enforce the rules, and the
provi sions and requirenments of the reinbursenent contract,
requi red by and adopted pursuant to this section

(12) FEDERAL OR MULTI STATE CATASTROPHI C FUNDS. - - Upon
the creation of a federal or nmultistate catastrophic insurance
or reinsurance programintended to serve purposes simlar to
the purposes of the fund created by this section, the State
Board of Adm nistration shall pronptly make recommendations to
the Legislature for coordination with the federal or
mul tistate program for termnation of the fund, or for such
ot her actions as the board finds appropriate in the
ci rcumst ances.

(13) REVERSI ON OF FUND ASSETS UPON TERM NATI ON. - - The
fund and the duties of the board under this section my be
term nated only by law. Upon termination of the fund, al
assets of the fund shall revert to the General Revenue Fund.

(14) SEVERABILITY.--1f any provision of this section
or its application to any person or circunmstance is held
invalid, the invalidity does not affect other provisions or
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1| applications of the section which can be given effect w thout
2| the invalid provision or application, and to this end the

3| provisions of this section are decl ared severabl e.

4 (15) COLLATERAL PROTECTI ON | NSURANCE. - - As used in this
5| section and ss. 627.311 and 627.351, the term "collatera

6| protection insurance" nmeans comercial property insurance of

7| which a creditor is the primary beneficiary and policyhol der

8| and which protects or covers an interest of the creditor

9| arising out of a credit transaction secured by real or

10| personal property. Initiation of such coverage is triggered by
11| the nortgagor's failure to nmamintain insurance coverage as

12| required by the nortgage or other |ending docunment. Coll atera
13| protection insurance is not residential coverage.

14 Section 2. Section 215.556, Florida Statutes, is

15| amended to read:

16 215.556 Exenption.--The Florida Hurricane [ nsurance

17| Gatastrophe Fund created by s. 215.555 is exenpt fromthe

18| deduction required by s. 215.20(1).

19 Section 3. Subsection (1) of section 215.559, Florida
20| Statutes, is anended to read:

21 215.559 Hurricane Loss Mtigation Program --

22 (1) There is created a Hurricane Loss Mtigation

23| Program The Legislature shall annually appropriate $10

24| mllion ef—the—roreys—authorizedfor—appropriation—under—s—
25| 245-555(Afe)} fromthe Florida Hurricane | nsurance Gatastrophe
26| Fund to the Departnent of Conmunity Affairs for the purposes
27| set forth in this section.

28 Section 4. Subsection (10) of section 624.424, Florida
29| Statutes, is anended to read:

30 624.424 Annual statenment and other information.--

31
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1 (10) Each insurer or insurer group doing business in
2| this state shall file on a quarterly basis in conjunction with
3| financial reports required by paragraph (1)(a) a suppl enenta
4| report on an individual and group basis on a form prescribed
5| by the comrission with information on personal |ines and

6| conmercial lines residential property insurance policies in

7| this state. The suppl enental report shall include separate

8| information for personal |ines property policies and for

9| conmercial lines property policies and totals for each item
10| specified, including premunms witten for each of the property
11| lines of business as described in ss. 215.555(2)(f)¢e} and

12| 627.351(6)(a). The report shall include the follow ng

13| information for each county on a nmonthly basis:

14 (a) Total nunber of policies in force at the end of

15| each nonth.

16 (b) Total nunber of policies cancel ed

17 (c) Total number of policies nonrenewed.

18 (d) Nunber of policies canceled due to hurricane risk.
19 (e) Nunber of policies nonrenewed due to hurricane

20| ri sk.

21 (f) Nunber of new policies witten.

22 (g) Total dollar value of structure exposure under

23| policies that include wi nd coverage.

24 (h) Nunber of policies that exclude wi nd coverage

25 Section 5. Subsection (3) of section 624.5091, Florida
26| Statutes, is anended to read:

27 624.5091 Retaliatory provision, insurers.--

28 (3) This section does not apply as to personal incone
29| taxes, nor as to sales or use taxes, nor as to ad val orem

30| taxes on real or personal property, nor as to reinbursenent

31| premiunms paid to the Florida Hurricane |nsurance Gatastrophe
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Fund, nor as to energency assessnents paid to the Florida
Hurri cane | nsurance Gatastrephe Fund, nor as to specia
pur pose obligations or assessnents inposed in connection with
particul ar ki nds of insurance other than property insurance,
except that deductions, from prenm umtaxes or other taxes
ot herwi se payabl e, all owed on account of real estate or
personal property taxes paid shall be taken into consideration
by the departnent in determining the propriety and extent of
retaliatory action under this section.

Section 6. Subsection (5) of section 627.062, Florida
Statutes, is amended to read:

627.062 Rate standards. --

(5) Wth respect to a rate filing involving coverage
of the type for which the insurer is required to pay a
rei mbursenent premiumto the Florida Hurricane | nsurance
Catastroephe Fund, the insurer may fully recoup in its property
i nsurance prem uns any rei nmbursenent premuns paid to the
Flori da Hurricane | nsurance Gatastrephe Fund, together with
reasonabl e costs of other reinsurance, but may not recoup
rei nsurance costs that duplicate coverage provided by the
Flori da Hurricane | nsurance Gatastroephe Fund. An insurer may
not recoup nore than 1 year of reinbursenent premiumat a
time. Any under-recoupnent fromthe prior year nay be added to
the foll owing year's reinbursenment prem um and any
over-recoupnent shall be subtracted fromthe foll owing year's
rei mbursenent prenium

Section 7. Paragraph (c) of subsection (1), paragraphs
(b) and (f) of subsection (2), and paragraph (b) of subsection
(3) of section 627.0628, Florida Statutes, are anmended to

read:
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1 627.0628 Florida Commi ssion on Hurricane Loss

2| Projection Methodol ogy; public records exenption; public

3| neetings exenption.--

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

5 (c) It is the intent of the Legislature to create the
6| Florida Comm ssion on Hurricane Loss Projection Methodol ogy as
7| a panel of experts to provide the nost actuarially

8| sophisticated guidelines and standards for projection of

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

10| actuarial science. It is the further intent of the Legislature
11| that such standards and gui delines nust be used by the State
12| Board of Administration in devel oping reinmbursenent prem um
13| rates for the Florida Hurricane | nsurance Gatastrophe Fund,
14| and, subject to paragraph (3)(c), may be used by insurers in
15| rate filings under s. 627.062 unless the way in which such
16| standards and guidelines were applied by the insurer was

17| erroneous, as shown by a preponderance of the evidence.

18 (2) COWM SSI ON CREATED. - -

19 (b) The conmm ssion shall consist of the followi ng 11
20| menbers:

21 1. The insurance consunmer advocate

22 2. The senior enployee of the State Board of

23| Admi nistration responsible for operations of the Florida

24| Hurricane |nsurance Gatastreophe Fund.

25 3. The Executive Director of the Citizens Property
26| I nsurance Corporation.

27 4. The Director of the Division of Energency

28| Managenent of the Departnent of Community Affairs.

29 5. The actuary nenber of the Florida Hurricane

30| Lnsurance Gatastrephe Fund Advi sory Counci |

31
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1 6. An enployee of the office who is an actuary

2| responsible for property insurance rate filings and who is

3| appointed by the director of the office.

4 7. Five nenbers appointed by the Chief Financia

5[ Oficer, as follows:

6 a. An actuary who is enployed full time by a property
7| and casualty insurer which was responsible for at least 1

8| percent of the aggregate statewi de direct witten prem um for
9| honeowner's insurance in the cal endar year preceding the

10| menber's appointnment to the conm ssion.

11 b. An expert in insurance finance who is a full-tine
12| menmber of the faculty of the State University System and who
13| has a background in actuarial science.

14 Cc. An expert in statistics who is a full-tinme nenber
15| of the faculty of the State University System and who has a
16| background in insurance.

17 d. An expert in computer system design who is a

18| full-tinme nmenber of the faculty of the State University

19| System

20 e. An expert in meteorology who is a full-tinme nmenber
21| of the faculty of the State University System and who

22| specializes in hurricanes.

23 (f) The State Board of Administration shall, as a cost
24| of administration of the Florida Hurricane lnsurance

25| Gatastrephe Fund, provide for travel, expenses, and staff

26| support for the conmi ssion.

27 (3) ADOPTI ON AND EFFECT OF STANDARDS AND GUI DELI NES. - -
28 (b) In establishing reinbursenent premunms for the

29| Florida Hurricane |nsurance Eatastroephe Fund, the State Board
30| of Administration nust, to the extent feasible, enploy

31
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1| actuarial nethods, principles, standards, nodels, or output

2| ranges found by the commission to be accurate or reliable.

3 Section 8. Subsection (10) of section 627.0629

4| Florida Statutes, is anended to read:

5 627.0629 Residential property insurance; rate

6| filings.--

7 (10) A property insurance rate filing that includes

8| any adjustnments related to premiuns paid to the Florida

9| Hurricane lnsurance Gatastrephe Fund nmust include a conplete
10| calculation of the insurer's catastrophe |oad, and the

11| information in the filing my not be limted solely to

12| recovery of noneys paid to the fund.

13 Section 9. Paragraph (b) of subsection (2) and

14| paragraphs (b), (c), (k), and (1) of subsection (6) of section
15| 627.351, Florida Statutes, are anended to read:

16 627.351 Insurance risk apportionnent plans.--

17 (2) W NDSTORM | NSURANCE RI SK APPORT! ONMENT. - -

18 (b) The departnment shall require all insurers hol ding
19| a certificate of authority to transact property insurance on a
20| direct basis in this state, other than joint underwiting
21| associations and other entities formed pursuant to this
22| section, to provide wi ndstorm coverage to applicants from
23| areas deternmned to be eligible pursuant to paragraph (c) who
24| in good faith are entitled to, but are unable to procure, such
25| coverage through ordinary neans; or it shall adopt a
26| reasonabl e plan or plans for the equitable apportionment or
27| sharing anong such insurers of w ndstorm coverage, which may
28| include formation of an association for this purpose. As used
29| in this subsection, the term "property insurance" neans
30| insurance on real or personal property, as defined in s.
31| 624.604, including insurance for fire, industrial fire, allied
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lines, farmowners mnultiperil, homeowners' nultiperil
commercial nultiperil, and nobile hones, and including

liability coverages on all such insurance, but excluding
inland mari ne as defined in s. 624.607(3) and excl udi ng
vehicle insurance as defined in s. 624.605(1)(a) other than
i nsurance on nobil e homes used as permanent dwellings. The
departnment shall adopt rules that provide a fornula for the
recovery and repaynent of any deferred assessnents.

1. For the purpose of this section, properties
eligible for such wi ndstorm coverage are defined as dwel lings,
bui | di ngs, and other structures, including nobile honmes which
are used as dwellings and which are tied down in conpliance
with nobile home tie-down requirenments prescribed by the
Department of Hi ghway Safety and Modtor Vehicles pursuant to s.
320. 8325, and the contents of all such properties. An
applicant or policyholder is eligible for coverage only if an
of fer of coverage cannot be obtained by or for the applicant
or policyholder froman adnitted insurer at approved rates.

2.a.(1) Al insurers required to be nmenbers of such
association shall participate in its witings, expenses, and
| osses. Surplus of the association shall be retained for the
paynment of clains and shall not be distributed to the nmenber
insurers. Such participation by nenber insurers shall be in
the proportion that the net direct prem uns of each nenber
insurer witten for property insurance in this state during
the precedi ng cal endar year bear to the aggregate net direct
prem uns for property insurance of all nenber insurers, as
reduced by any credits for voluntary witings, in this state
during the preceding cal endar year. For the purposes of this
subsection, the term"net direct prem uns" neans direct
written premiuns for property insurance, reduced by prem um
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for liability coverage and for the following if included in
allied lines: rain and hail on grow ng crops; |ivestock
associ ation direct prem uns booked; National Flood Insurance
Program di rect prem uns; and similar deductions specifically
authorized by the plan of operation and approved by the
departnment. A nmenber's participation shall begin on the first
day of the cal endar year following the year in which it is

i ssued a certificate of authority to transact property
insurance in the state and shall term nate 1 year after the
end of the cal endar year during which it no |Ionger holds a
certificate of authority to transact property insurance in the
state. The conmi ssioner, after review of annual statenents,
ot her reports, and any other statistics that the conm ssioner
deens necessary, shall certify to the association the
aggregate direct premuns witten for property insurance in
this state by all nenber insurers.

(1) Effective July 1, 2002, the association shal
operate subject to the supervision and approval of a board of
governors who are the sane individuals that have been
appoi nted by the Treasurer to serve on the board of governors
of the Citizens Property |Insurance Corporation.

(1'11)y The plan of operation shall provide a formula
whereby a conpany voluntarily providing wi ndstorm coverage in
affected areas will be relieved wholly or partially from
apportionnent of a regular assessnment pursuant to
sub- sub- subparagraph d. (1) or sub-sub-subparagraph d. (I1).

(I'V) A conmpany which is a nenber of a group of
conmpani es under commn nmenagenent nmay elect to have its
credits applied on a group basis, and any conmpany or group nay
elect to have its credits applied to any other conpany or
gr oup.
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(V) There shall be no credits or relief from
apportionnent to a conpany for energency assessnents collected
fromits policyhol ders under sub-sub-subparagraph d.(111).

(VI) The plan of operation nay also provide for the
award of credits, for a period not to exceed 3 years, froma
regul ar assessnment pursuant to sub-sub-subparagraph d.(l) or
sub- sub- subparagraph d.(1l) as an incentive for taking
policies out of the Residential Property and Casualty Joint
Underwriting Association. In order to qualify for the
exenption under this sub-sub-subparagraph, the take-out plan
nmust provide that at |east 40 percent of the policies renpved
fromthe Residential Property and Casualty Joint Underwiting
Associ ation cover risks |located in Dade, Broward, and Palm
Beach Counties or at |east 30 percent of the policies so
removed cover risks located in Dade, Broward, and Pal m Beach
Counties and an additional 50 percent of the policies so
renmoved cover risks located in other coastal counties, and
nmust al so provide that no nore than 15 percent of the policies
so removed nmay exclude wi ndstorm coverage. Wth the approva
of the departnent, the association may wai ve these geographic
criteria for a take-out plan that renmoves at |east the |esser
of 100, 000 Residential Property and Casualty Joint
Underwriting Association policies or 15 percent of the tota
nunber of Residential Property and Casualty Joint Underwiting
Associ ation policies, provided the governing board of the
Resi dential Property and Casualty Joint Underwiting
Association certifies that the take-out plan will materially
reduce the Residential Property and Casualty Joint
Underwriting Association's 100-year probable maxi mum | oss from
hurri canes. Wth the approval of the departnment, the board may
extend such credits for an additional year if the insurer
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guarantees an additional year of renewability for all policies
renoved fromthe Residential Property and Casualty Joint
Underwriting Association, or for 2 additional years if the
i nsurer guarantees 2 additional years of renewability for al
policies renoved fromthe Residential Property and Casualty
Joint Underwiting Association

b. Assessnments to pay deficits in the association
under this subparagraph shall be included as an appropriate
factor in the making of rates as provided in s. 627.3512.

c. The Legislature finds that the potential for
unlimted deficit assessnments under this subparagraph may
i nduce insurers to attenpt to reduce their witings in the
voluntary market, and that such actions would worsen the
availability problens that the association was created to
remedy. It is the intent of the Legislature that insurers
remain fully responsible for paying regular assessnents and
col l ecting enmergency assessnents for any deficits of the
associ ation; however, it is also the intent of the Legislature
to provide a neans by which assessnent liabilities may be
anortized over a period of years.

d. (1) Wen the deficit incurred in a particular
cal endar year is 10 percent or |less of the aggregate statew de
direct witten prem um for property insurance for the prior
cal endar year for all nenber insurers, the association shal
| evy an assessnment on nmenber insurers in an amunt equal to
the deficit.

(I'l') When the deficit incurred in a particular
cal endar year exceeds 10 percent of the aggregate statew de
direct witten prem um for property insurance for the prior
cal endar year for all nenber insurers, the association shal
| evy an assessnment on nmenber insurers in an amunt equal to
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the greater of 10 percent of the deficit or 10 percent of the
aggregate statewide direct witten prem umfor property
i nsurance for the prior cal endar year for nenber insurers. Any
remai ni ng deficit shall be recovered through emergency
assessnments under sub-sub-subparagraph (111).

(I'l'l) Upon a determination by the board of directors
that a deficit exceeds the amount that will be recovered
t hrough regul ar assessnents on nenber insurers, pursuant to
sub- sub- subparagraph (1) or sub-sub-subparagraph (I1), the
board shall levy, after verification by the departnent,
energency assessnents to be collected by nenber insurers and
by underwriting associations created pursuant to this section
which write property insurance, upon issuance or renewal of
property insurance policies other than National Flood
I nsurance policies in the year or years following | evy of the
regul ar assessnents. The amount of the energency assessnent
collected in a particular year shall be a uniform percentage
of that year's direct witten prem umfor property insurance
for all nenber insurers and underwriting associations,
excl udi ng National Flood |Insurance policy premnmiunms, as
annual ly determ ned by the board and verified by the
departnment. The departnent shall verify the arithnetic
cal cul ations involved in the board's determ nation within 30
days after receipt of the information on which the
deternminati on was based. Notwi t hstandi ng any other provision
of | aw, each nmenber insurer and each underwiting association
created pursuant to this section shall collect emergency
assessnments fromits policyholders wi thout such obligation
being affected by any credit, linmtation, exenption, or
defernent. The energency assessnents so collected shall be
transferred directly to the association on a periodic basis as
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determ ned by the association. The aggregate amount of
energency assessnents | evied under this sub-sub-subparagraph
in any cal endar year nmy not exceed the greater of 10 percent
of the amobunt needed to cover the original deficit, plus
interest, fees, commi ssions, 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
property insurance witten by nenber insurers and underwiting
associations for the prior year, plus interest, fees,
conmi ssions, required reserves, and other costs associ ated
with financing the original deficit. The board may pl edge the
proceeds of the energency assessnents under this
sub- sub- subpar agraph as the source of revenue for bonds, to
retire any other debt incurred as a result of the deficit or
events giving rise to the deficit, or in any other way that
the board determines will efficiently recover the deficit. The
enmergency assessnents under this sub-sub-subparagraph shal
continue as long as any bonds issued or other indebtedness
incurred with respect to a deficit for which the assessnent
was i nposed remai n outstandi ng, unless adequate provision has
been made for the paynent of such bonds or other indebtedness
pursuant to the docunment governing such bonds or other
i ndebt edness. Energency assessnents collected under this
sub- sub- subparagraph are not part of an insurer's rates, are
not prem um and are not subject to premumtax, fees, or
conmi ssi ons; however, failure to pay the emergency assessnent
shall be treated as failure to pay prem um

(1'V) Each nmenber insurer's share of the total regul ar
assessnments under sub-sub-subparagraph (1) or
sub- sub- subparagraph (11) shall be in the proportion that the
insurer's net direct premiumfor property insurance in this
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state, for the year preceding the assessnment bears to the
aggregate statewi de net direct prem umfor property insurance
of all nenber insurers, as reduced by any credits for
voluntary witings for that year

(V) If regular deficit assessnents are nmade under
sub- sub- subparagraph (1) or sub-sub-subparagraph (I1), or by
the Residential Property and Casualty Joint Underwriting
Associ ati on under sub-subparagraph (6)(b)3.a. or
sub- subpar agraph (6)(b)3.b., the association shall [evy upon
the association's policyhol ders, as part of its next rate
filing, or by a separate rate filing solely for this purpose,
a market equalization surcharge in a percentage equal to the
total ampunt of such regul ar assessnents divided by the
aggregate statewide direct witten prem umfor property
i nsurance for nmenber insurers for the prior cal endar year
Mar ket equal i zation surcharges under this sub-sub-subparagraph
are not considered prem um and are not subject to conm ssions,
fees, or prem umtaxes; however, failure to pay a market
equal i zati on surcharge shall be treated as failure to pay
prem um

e. The governing body of any unit of [ocal governnment,
any residents of which are insured under the plan, may issue
bonds as defined in s. 125.013 or s. 166.101 to fund an
assi stance program in conjunction with the association, for
the purpose of defraying deficits of the association. In order
to avoi d needl ess and indiscrimnmnate proliferation,
duplication, and fragnmentation of such assistance prograns,
any unit of local governnent, any residents of which are
i nsured by the association, may provide for the paynent of
| osses, regardless of whether or not the | osses occurred
within or outside of the territorial jurisdiction of the |loca
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government. Revenue bonds nmay not be issued until validated
pursuant to chapter 75, unless a state of enmergency is
decl ared by executive order or proclamation of the Governor
pursuant to s. 252.36 making such findings as are necessary to
deternmine that it is in the best interests of, and necessary
for, the protection of the public health, safety, and genera
wel fare of residents of this state and the protection and
preservation of the economc stability of insurers operating
in this state, and declaring it an essential public purpose to
permit certain nunicipalities or counties to i ssue bonds as
will provide relief to clainmants and policyhol ders of the
association and insurers responsible for apportionment of plan
| osses. Any such unit of | ocal government nmay enter into such
contracts with the association and with any other entity
created pursuant to this subsection as are necessary to carry
out this paragraph. Any bonds issued under this
sub- subpar agraph shall be payable from and secured by nopneys
recei ved by the association fromassessnments under this
subpar agr aph, and assi gned and pl edged to or on behalf of the
unit of | ocal government for the benefit of the hol ders of
such bonds. The funds, credit, property, and taxing power of
the state or of the unit of |ocal government shall not be
pl edged for the paynent of such bonds. |f any of the bonds
remai n unsold 60 days after issuance, the departnent shal
require all insurers subject to assessnent to purchase the
bonds, which shall be treated as adnitted assets; each insurer
shall be required to purchase that percentage of the unsold
portion of the bond issue that equals the insurer's relative
share of assessnent liability under this subsection. An
i nsurer shall not be required to purchase the bonds to the
extent that the departnent deternines that the purchase woul d
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endanger or inpair the solvency of the insurer. The authority
granted by this sub-subparagraph is additional to any bondi ng
authority granted by subparagraph 6.

3. The plan shall also provide that any nenber with a
surplus as to policyholders of $20 mllion or less witing 25
percent or nore of its total countryw de property insurance
premiuns in this state may petition the departnment, within the
first 90 days of each cal endar year, to qualify as alimted
apportionnent conpany. The apportionment of such a nenber
conpany in any cal endar year for which it is qualified shal
not exceed its gross participation, which shall not be
affected by the formula for voluntary witings. In no event
shall a limted apportionment conpany be required to
participate in any apportionnment of |osses pursuant to
sub- sub- subparagraph 2.d. (1) or sub-sub-subparagraph 2.d.(I1)
in the aggregate which exceeds $50 million after paynent of
avail abl e plan funds in any cal endar year. However, a limted
apportionnent conpany shall collect fromits policyhol ders any
energency assessnent inposed under sub-sub-subparagraph
2.d.(1l1). The plan shall provide that, if the departnent
deternmi nes that any regul ar assessnent will result in an
i mpai rment of the surplus of a linmited apportionnment conpany,
the departnent may direct that all or part of such assessnent
be deferred. However, there shall be no limitation or
defernent of an emergency assessnent to be collected from
pol i cyhol ders under sub-sub-subparagraph 2.d.(111).

4. The plan shall provide for the defernment, in whole
or in part, of a regular assessnment of a nenber insurer under
sub- sub- subparagraph 2.d. (1) or sub-sub-subparagraph 2.d.(I1),
but not for an enmergency assessnent collected from
pol i cyhol ders under sub-sub-subparagraph 2.d.(1I1), if, in the
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opi nion of the comm ssioner, paynent of such regul ar
assessnment woul d endanger or inpair the solvency of the nenber
insurer. In the event a regul ar assessnent agai nst a nenber
insurer is deferred in whole or in part, the anmount by which
such assessnent is deferred may be assessed agai nst the other
menber insurers in a manner consistent with the basis for
assessnents set forth in sub-sub-subparagraph 2.d.(1) or

sub- sub- subparagraph 2.d.(11).

5.a. The plan of operation nay include deductibles and
rules for classification of risks and rate nodifications
consistent with the objective of providing and naintaining
funds sufficient to pay catastrophe | osses.

b. The association may require arbitration of a rate
filing under s. 627.062(6). It is the intent of the
Legi slature that the rates for coverage provi ded by the
associ ation be actuarially sound and not conpetitive with
approved rates charged in the adnmtted voluntary narket such
that the association functions as a residual market mechani sm
to provide insurance only when the insurance cannot be
procured in the voluntary market. The plan of operation shal
provi de a mechanismto assure that, beginning no later than
January 1, 1999, the rates charged by the association for each
line of business are reflective of approved rates in the
voluntary market for hurricane coverage for each line of
business in the various areas eligible for association
cover age.

c. The association shall provide for w ndstorm

coverage on residential properties in limts up to $10 mllion
for comercial lines residential risks and up to $1 mllion
for personal lines residential risks. |If coverage with the

association is sought for a residential risk valued in excess
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of these Iimts, coverage shall be available to the risk up to
the repl acenment cost or actual cash value of the property, at
the option of the insured, if coverage for the risk cannot be

| ocated in the authorized market. The associ ati on nust accept

a commercial lines residential risk with limts above $10
mllion or a personal lines residential risk with limts above
$1 million if coverage is not available in the authorized

mar ket. The association may wite coverage above the linits
specified in this subparagraph with or without facultative or
ot her reinsurance coverage, as the association determ nes
appropri ate.

d. The plan of operation nust provide objective
criteria and procedures, approved by the departnent, to be
uniformy applied for all applicants in determ ning whether an
i ndi vidual risk is so hazardous as to be uninsurable. In
maki ng this deternmination and in establishing the criteria and
procedures, the follow ng shall be considered:

(1) Wether the likelihood of a loss for the
i ndividual risk is substantially higher than for other risks
of the sanme class; and

(I'l') MWhether 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 association
pursuant to such criteria and procedures nust be construed as
the private placenent of insurance, and the provisions of
chapter 120 do not apply.

e. |If the risk accepts an offer of coverage through
the market assistance program or through a nechani sm
established by the association, either before the policy is
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i ssued by the association or during the first 30 days of
coverage by the association, and the produci ng agent who
submtted the application to the association is not currently
appoi nted by the insurer, the insurer shall

() 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
conmi ssion of the association; 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 greater of
the insurer's or the association'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-subparagraph (1). Subject to the provisions of s.
627.3517, the policies issued by the association nust provide
that if the association obtains an offer from an authorized
insurer to cover the risk at its approved rates under either a
standard policy including wind coverage or, if consistent with
the insurer's underwiting rules as filed with the departnment,
a basic policy including wind coverage, the risk is no |onger
eligible for coverage through the association. Upon
termnation of eligibility, the association shall provide
written notice to the policyholder and agent of record stating
that the association policy must be cancel ed as of 60 days
after the date of the notice because of the offer of coverage

froman authorized insurer. Other provisions of the insurance
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code relating to cancellation and notice of cancellation do
not apply to actions under this sub-subparagraph.

f. When the association enters into a contractua
agreenent for a take-out plan, the produci ng agent of record
of the association policy is entitled to retain any unearned
conmmi ssion on the policy, and the insurer shall

() Pay to the producing agent of record of the
association 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 association; or

(I1r)y Ofer to allow the produci ng agent of record of
the association 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 association'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-subparagraph (1).

6.a. The plan of operation nay authorize the fornmation
of a private nonprofit corporation, a private nonprofit
uni ncor porated association, a partnership, a trust, alimted
liability conmpany, or a nonprofit nutual conpany which may be
enpower ed, anmong other things, to borrow noney by issuing
bonds or by incurring other indebtedness and to accumul ate
reserves or funds to be used for the paynent of insured
catastrophe | osses. The plan may authorize all actions
necessary to facilitate the issuance of bonds, including the

pl edgi ng of assessnments or other revenues.
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1 b. Any entity created under this subsection, or any

2| entity formed for the purposes of this subsection, my sue and
3| be sued, may borrow noney; issue bonds, notes, or debt

4| instruments; pledge or sell assessnents, market equalization

5| surcharges and other surcharges, rights, prem uns, contractua
6| rights, projected recoveries fromthe Florida Hurricane

7| Lnsurance Eatastrophe Fund, other reinsurance recoverables,

8| and other assets as security for such bonds, notes, or debt

9| instruments; enter into any contracts or agreenents necessary
10| or proper to acconplish such borrow ngs; and take other

11| actions necessary to carry out the purposes of this

12| subsection. The association may issue bonds or incur other

13| i ndebt edness, or have bonds issued on its behalf by a unit of
14| | ocal governnment pursuant to subparagraph (6)(g)2., in the

15| absence of a hurricane or other weather-rel ated event, upon a
16| determ nation by the association subject to approval by the

17| departnment that such action would enable it to efficiently

18| nmeet the financial obligations of the association and that

19| such financings are reasonably necessary to effectuate the
20| requirenents of this subsection. Any such entity may
21| accurul ate reserves and retain surpluses as of the end of any
22| association year to provide for the paynent of |osses incurred
23| by the association during that year or any future year. The
24| association shall incorporate and continue the plan of
25| operation and articles of agreement in effect on the effective
26| date of chapter 76-96, Laws of Florida, to the extent that it
27| is not inconsistent with chapter 76-96, and as subsequently
28| nodified consistent with chapter 76-96. The board of directors
29| and officers currently serving shall continue to serve unti
30| their successors are duly qualified as provided under the
31| plan. The assets and obligations of the plan in effect
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i medi ately prior to the effective date of chapter 76-96 shal
be construed to be the assets and obligations of the successor
pl an created herein.

c. In 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 issued or incurred
by the association or any other entity created under this
subsecti on.

7. On such coverage, an agent's renruneration shall be
t hat anount of noney payable to the agent by the ternms of his
or her contract with the conpany with which the business is
pl aced. However, no comi ssion will be paid on that portion of
the premi umwhich is in excess of the standard prem um of that
conpany.

8. Subject to approval by the departnent, the
association may establish different eligibility requirenents
and operational procedures for any line or type of coverage
for any specified eligible area or portion of an eligible area
if the board determ nes that such changes to the eligibility
requi renents and operational procedures are justified due to
the voluntary market being sufficiently stable 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
t hrough the voluntary market through ordinary methods woul d
continue to have access to coverage fromthe association. Wen
coverage i s sought in connection with a real property
transfer, such requirenents and procedures shall not provide
for an effective date of coverage |later than the date of the
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closing of the transfer as established by the transferor, the
transferee, and, if applicable, the |ender

9. Notwithstanding any other provision of |aw

a. The pledge or sale of, the lien upon, and the
security interest in any rights, revenues, or other assets of
the association created or purported to be created pursuant to
any financing docunents to secure any bonds or other
i ndebt edness of the association 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 association under the laws of this state or any other
applicable | aws.

b. No such proceeding shall relieve the association 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,
projected recoveries fromthe Florida Hurricane |l nsurance
Catastrophe Fund, reinsurance recoverables, or any other
rights, revenues, or other assets of the association pledged.

c. Each such pledge or sale of, lien upon, and
security interest in, including the priority of such pl edge,
lien, or security interest, any such assessnents, emergency
assessnents, market equalization or renewal surcharges,
projected recoveries fromthe Florida Hurricane |l nsurance
Catastroephe Fund, reinsurance recoverables, or other rights,
revenues, or other assets which are collected, or |levied and
collected, after the commencenent of and during the pendency
of or after any such proceeding shall continue unaffected by
such proceedi ng.
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d. As used in this subsection, the term"financing
docunent s" neans any agreenent, instrunment, or other docunent
now exi sting or hereafter created evidencing any bonds or
ot her indebtedness of the association or pursuant to which any
such bonds or other indebtedness has been or may be issued and
pursuant to which any rights, revenues, or other assets of the
associ ation are pledged or sold to secure the repaynent of
such bonds or indebtedness, together with the paynent of
i nterest on such bonds or such indebtedness, or the paynent of
any ot her obligation of the association related to such bonds
or indebtedness.

e. Any such pledge or sale of assessnments, revenues,
contract rights or other rights or assets of the association
shall constitute a lien and security interest, or sale, as the
case may be, that is immediately effective and attaches to
such assessnents, revenues, contract, or other rights or
assets, whether or not inposed or collected at the tine the
pl edge or sale is made. Any such pledge or sale is effective,
valid, binding, and enforceabl e agai nst the association or
ot her entity making such pledge or sale, and valid and binding
agai nst and superior to any conpeting clains or obligations
owed to any other person or entity, including policyholders in
this state, asserting rights in any such assessnents,
revenues, contract, or other rights or assets to the extent
set forth in and in accordance with the terns of the pledge or
sal e contained in the applicable financing docunments, whether
or not any such person or entity has notice of such pledge or
sal e and without the need for any physical delivery,
recordation, filing, or other action.

f. There shall be no liability on the part of, and no
cause of action of any nature shall arise against, any nenber
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insurer or its agents or enployees, agents or enployees of the
associ ati on, menbers of the board of directors of the
association, or the departnent 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 actions for breach of any contract or agreenent
pertaining to i nsurance, or any willful tort.

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

(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
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 of chapter 626
are not assessable insurers, but insureds who procure one or
nore subject |ines of business in this state pursuant to part
VII1 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 revenues, assets, liabilities, |osses, and
expenses of the corporation shall be divided into three
separate accounts as foll ows:

(1) A personal lines account for personal residentia
policies issued by the corporation or issued by the
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Resi dential Property and Casualty Joint Underwiting
Associ ati on and renewed by the corporation that provide
conprehensive, nultiperil coverage on risks that are not

| ocated in areas eligible for coverage in the Florida

W ndstorm Underwriting Association as those areas were defined
on January 1, 2002, and for such policies that do not provide
coverage for the peril of wind on risks that are located in
such areas;

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

(I'r1) A high-risk account for personal residentia
policies and conmercial residential and conmercia
nonresi dential property policies issued by the corporation or
transferred to the corporation that provide coverage for the
peril of wind on risks that are located in areas eligible for
coverage in the Florida Wndstorm Underwiting 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
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
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office may renove territory fromthe area eligible for
wi nd-only and quota share coverage if, after a public hearing,
the office finds that authorized insurers in the voluntary
market are willing and able to wite sufficient anpunts of
personal and conmercial residential coverage for all perils in
the territory, including coverage for the peril of w nd, such
that risks covered by wind-only policies in the renoved
territory could be issued a policy by the corporation in
either the personal |ines or comercial |ines account without
a significant increase in the corporation's probable 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.

b. The three separate accounts nust be nmintained as
I ong as financing obligations entered into by the Florida
W ndstorm Underwriting Association or Residential Property and
Casualty Joint Underwiting Association are outstanding, in
accordance with the ternms of the correspondi ng financing
docunents. When the financing obligations are no | onger
outstanding, in accordance with the terns of the corresponding
financi ng docunents, the corporation nay use a single account
for all revenues, assets, liabilities, |osses, and expenses of
t he corporation.

c. Creditors of the Residential Property and Casualty
Joint Underwiting Association shall have a clai magainst, and
recourse to, the accounts referred to in sub-sub-subparagraphs
a.(l) and (1l) and shall have no clai magai nst, or recourse
to, the account referred to in sub-sub-subparagraph a.(l11).
Creditors of the Florida Wndstorm Underwiting Association
shall have a cl ai m agai nst, and recourse to, the account
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1| referred to in sub-sub-subparagraph a.(1l11) and shall have no
2| claimagainst, or recourse to, the accounts referred to in

3| sub-sub-subparagraphs a. (1) and (I11).

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

6| anong the accounts.

7 e. The Legislature finds that the revenues of the

8| corporation are revenues that are necessary to neet the

9| requirenents set forth in docunments authorizing the issuance
10| of bonds under this subsection.

11 f. No part of the income of the corporation may inure
12| to the benefit of any private person.

13 3. Wth respect to a deficit in an account:

14 a. Wien the deficit incurred in a particul ar cal endar
15| year is not greater than 10 percent of the aggregate statew de
16| direct witten premiumfor the subject lines of business for
17| the prior calendar year, the entire deficit shall be recovered
18| through regul ar assessnments of assessable insurers under

19| paragraph (g) and assessabl e i nsureds.
20 b. Wen the deficit incurred in a particular cal endar
21| year exceeds 10 percent of the aggregate statew de direct
22| witten premumfor the subject Iines of business for the
23| prior cal endar year, the corporation shall |evy regular
24| assessnments on assessabl e insurers under paragraph (g) and on
25| assessable insureds in an amount equal to the greater of 10
26| percent of the deficit or 10 percent of the aggregate
27| statewide direct witten premiumfor the subject |ines of
28| business for the prior calendar year. Any renmi ning deficit
29| shall be recovered through energency assessnents under
30| sub-subparagraph d.
31

60
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 2664
14- 1495B- 06 See HB 1209

c. Each assessable insurer's share of the amount being
assessed under sub-subparagraph a. or sub-subparagraph b
shall be in the proportion that the assessable insurer's
direct witten premiumfor the subject |lines of business for
the year preceding the assessnent bears to the aggregate
statewide direct witten premiumfor the subject lines of
busi ness for that year. The assessnent percentage applicable
to each assessable insured is the ratio of the anmpunt being
assessed under sub-subparagraph a. or sub-subparagraph b. to
the aggregate statewide direct witten prem um for the subject
lines of business for the prior year. Assessnents |evied by
the corporation on assessabl e i nsurers under sub-subparagraphs
a. and b. shall be paid as required by the corporation's plan
of operation and paragraph (g). Assessments |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
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assessabl e i nsureds upon issuance or renewal of policies for
subj ect |ines of business, excluding National Flood |Insurance
policies. The anpunt of the enmergency assessnent collected in
a particular year shall be a uniform percentage of that year's
direct witten prem um for subject |lines of business and al
accounts of the corporation, excluding National Flood
I nsurance Program policy prem uns, as annually deterni ned by
the board and verified by the office. The office shall verify
the arithnetic calculations involved in the board's
deternmination within 30 days after receipt of the infornmation
on which the determ nati on was based. Notwi t hstandi ng any
ot her provision of law, the corporation and each assessabl e
insurer that wites subject |lines of business shall collect
energency assessnents fromits policyholders w thout such
obligation being affected by any credit, limtation,
exenption, or deferment. Energency assessnments |evied by the
corporation on 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 nmy not exceed the greater of 10 percent
of the amobunt needed to cover the original deficit, plus
interest, fees, commi ssions, required reserves, and other
costs associated with financing of the original deficit, or 10
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1| percent of the aggregate statewi de direct witten prem um for
2| subject lines of business and for all accounts of the

3| corporation for the prior year, plus interest, fees,

4| comm ssions, required reserves, and other costs associated

5|/ with financing the original deficit.

6 e. The corporation may pledge the proceeds of

7| assessnents, projected recoveries fromthe Florida Hurricane
8| lLnsurance Eatastrephe Fund, other insurance and reinsurance
9| recoverabl es, market equalization surcharges and ot her

10| surcharges, and other funds available to the corporation as
11| the source of revenue for and to secure bonds issued under

12| paragraph (g), bonds or other indebtedness issued under

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

14| mechani sms i ssued or created under this subsection, or to

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

16| events giving rise to deficits, or in any other way that the
17| board deternmines will efficiently recover such deficits. The
18| purpose of the lines of credit or other financing nmechani sns
19| is to provide additional resources to assist the corporation
20| in covering clains and expenses attributable to a catastrophe.
21| As used in this subsection, the term"assessnments" includes
22| regul ar assessnents under sub-subparagraph a.
23| sub-subparagraph b., or subparagraph (g)1. and energency
24| assessnments under sub-subparagraph d. Energency assessnents
25| coll ected under sub-subparagraph d. are not part of an
26| insurer's rates, are not premum and are not subject to
27| premiumtax, fees, or conm ssions; however, failure to pay the
28| energency assessnent shall be treated as failure to pay
29| premium The energency assessnments under sub-subparagraph d.
30| shall continue as |ong as any bonds issued or other
31| indebtedness incurred with respect to a deficit for which the
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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
excl udi ng vehicle insurance as defined in s. 624.605(1) other
than i nsurance on nobil e hones used as permanent dwel |l i ngs.

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

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

(c) The plan of operation of the corporation:

1. Must provide for adoption of residential property
and casualty insurance policy forms and commercial residentia
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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.

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. Commercial 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,
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1| and adopt property insurance forns for eligible risks which

2| cover the peril of wind only. As used in this subsection, the
3| term

4 (I') "Quota share primary insurance" means an

5| arrangenment in which the primary hurricane coverage of an

6| eligible risk is provided in specified percentages by the

7| corporation and an authorized insurer. The corporation and

8| authorized insurer are each solely responsible for a specified
9| percentage of hurricane coverage of an eligible risk as set

10| forth in a quota share primary insurance agreenent between the
11| corporation and an authorized insurer and the insurance

12| contract. The responsibility of the corporation or authorized
13| insurer to pay its specified percentage of hurricane | osses of
14| an eligible risk, as set forth in the quota share primry

15| insurance agreenent, may not be altered by the inability of

16| the other party to the agreenent to pay its specified

17| percentage of hurricane |osses. Eligible risks that are

18| provided hurricane coverage through a quota share primry

19| insurance arrangenent must be provided policy forns that set
20| forth the obligations of the corporation and authorized
21| insurer under the arrangenent, clearly specify the percentages
22| of quota share primary insurance provided by the corporation
23| and authorized insurer, and conspicuously and clearly state
24| that neither the authorized insurer nor the corporation my be
25| held responsi ble beyond its specified percentage of coverage
26| of hurricane | osses.
27 (1) "Eligible risks" nmeans personal lines residentia
28| and commercial lines residential risks that nmeet the
29| underwriting criteria of the corporation and are |located in
30| areas that were eligible for coverage by the Florida Wndstorm
31| Underwriting Association on January 1, 2002.
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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 determ nes that additiona
coverage levels are necessary to maxim ze participation in
guota 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 .

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 |[nsurance
Catastroephe Fund. For all policies of eligible risks covered
under quota share primary insurance agreenents, the
corporation and the authorized insurer shall naintain conplete
and accurate records for the purpose of exposure and | oss
rei mbursenent audits as required by Florida Hurricane

67

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 2664
14- 1495B- 06 See HB 1209

| nsurance Eatastrophe Fund rules. The corporation and the
aut horized insurer shall each maintain duplicate copies of
policy declaration pages and supporting clains docunents.

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

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
corporation, and arrangenents for the adjustnment and paynent
of hurricane clainms incurred on eligible risks by the clains
adj uster and personnel of the authorized insurer. Entering
into a quota sharing insurance agreenent between the
corporation and an authorized insurer shall be voluntary and
at the discretion of the authorized insurer.

3. My provide that the corporation may enploy or
ot herwi se contract with individuals or other entities to
provi de administrative or professional services that may be
appropriate to effectuate the plan. The corporation shall have
the power to borrow funds, by issuing bonds or by incurring
ot her indebtedness, and shall have other powers reasonably
necessary to effectuate the requirements of this subsection
including, without linmtation, the power to issue bonds and
i ncur other indebtedness in order to refinance outstanding
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1| bonds or other indebtedness. The corporation may, but is not

2| required to, seek judicial validation of its bonds or other

3| indebtedness under chapter 75. The corporation may issue bonds
4| or incur other indebtedness, or have bonds issued on its

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

8| approval by the office, that such action would enable it to

9| efficiently nmeet the financial obligations of the corporation
10| and that such financings are reasonably necessary to

11| effectuate the requirenents of this subsection. The

12| corporation is authorized to take all actions needed to

13| facilitate tax-free status for any such bonds or indebtedness,
14| including formation of trusts or other affiliated entities.

15| The corporation shall have the authority to pledge

16| assessnents, projected recoveries fromthe Florida Hurricane
17| lnsurance Gatast+ephe Fund, other reinsurance recoverabl es,

18| market equalization and other surcharges, and other funds

19| available to the corporation as security for bonds or other
20| indebtedness. In recognition of s. 10, Art. | of the State

21| Constitution, prohibiting the inpairment of obligations of

22| contracts, it is the intent of the Legislature that no action
23| be taken whose purpose is to inpair any bond indenture or

24| financing agreenment or any revenue source comitted by

25| contract to such bond or other indebtedness.

26 4.a. Mist require that the corporation operate subject
27| to the supervision and approval of a board of governors

28| consisting of 8 individuals who are residents of this state,
29| fromdifferent geographical areas of this state. The Governor
30| the Chief Financial Oficer, the President of the Senate, and
31| the Speaker of the House of Representatives shall each appoint
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1| two nenbers of the board, effective August 1, 2005. At |east
2| one of the two nenbers appointed by each appointing officer

3| nmust have denonstrated expertise in insurance. The Chief

4| Financial Oficer shall designate one of the appointees as

5| chair. Al board nenbers serve at the pleasure of the

6| appointing officer. Al board nmenbers, including the chair

7| must be appointed to serve for 3-year terns begi nning annually
8| on a date designated by the plan. Any board vacancy shall be
9| filled for the unexpired term by the appointing officer. The
10| Chief Financial O ficer shall appoint a technical advisory

11| group to provide information and advice to the board of

12| governors in connection with the board's duties under this

13| subsection. The executive director and seni or managers of the
14| corporation shall be engaged by the board, as recommended by
15| the Chief Financial Oficer, and serve at the pleasure of the
16| board. The executive director is responsible for enploying

17| other staff as the corporation nmay require, subject to review
18| and concurrence by the board and the Chief Financial Oficer.
19 b. The board shall create a Market Accountability

20| Advisory Committee to assist the corporation in devel oping

21| awareness of its rates and its custonmer and agent service

22| levels in relationship to the voluntary market insurers

23| witing simlar coverage. The nenbers of the advisory

24| comittee shall consist of the following 11 persons, one of
25| whom nust be el ected chair by the nmenmbers of the conmittee:
26| four representatives, one appointed by the Florida Association
27| of Insurance Agents, one by the Florida Association of

28| I nsurance and Fi nanci al Advisors, one by the Professiona

29| I nsurance Agents of Florida, and one by the Latin Anmerican

30| Association of |Insurance Agencies; three representatives

31| appointed by the insurers with the three highest voluntary
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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
to depopul ati on.

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

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

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
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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
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
cl ass; and

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

det er m ned.

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

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 account, the commercial |ines
residential account, or the high-risk account, the corporation
shall |evy upon corporation policyholders in its next rate
filing, or by a separate rate filing solely for this purpose,
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a mar ket 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 preni um and are not
subj ect to commi ssions, fees, or prem umtaxes; however,
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 requirenments and operational procedures are
justified due to the voluntary market being sufficiently
stabl e and conpetitive in such area or for such line or type
of coverage and that consuners who, in good faith, are unable
to obtain insurance through the voluntary market through
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ordi nary nethods woul d continue to have access to coverage
fromthe corporation. Wen 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.

14. Must provide that, with respect to the high-risk
account, any assessable insurer with a surplus as to
policyhol ders 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 apportionnment conpany be
required to participate in the portion of any assessment,
wi thin the high-risk account, pursuant to sub-subparagraph
(b)3.a. or sub-subparagraph (b)3.b. in the aggregate which
exceeds $50 million after paynent of available high-risk
account funds in any cal endar year. However, a limted
apportionnent conpany shall collect fromits policyhol ders any
energency assessnent inposed under sub-subparagraph (b)3.d.
The plan shall provide that, if the office determ nes that any
regul ar assessnment will result in an inpairnment of the surplus
of a linmted apportionnent conpany, the office may direct that
all or part of such assessnent be deferred as provided in
subpar agraph (g)4. However, there shall be no limtation or
defernent of an emergency assessnent to be collected from
pol i cyhol ders under sub-subparagraph (b)3.d.

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
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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.

(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
| nsurance Eatastrophe Fund. However, no dissolution shall take
effect as long 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) e} provided to these entities by the Florida
Hurri cane | nsurance Gatastrephe Fund. The coverage provi ded by
the Florida Hurricane | nsurance Gatastrephe Fund to the
Fl ori da 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. Notw thstanding any other provision of |aw,
the coverage provided by the Florida Hurricane |l nsurance
Catastrophe Fund to the Residential Property and Casualty
Joint Underwiting Association based on its exposures as of
June 30, 2002, and each June 30 thereafter shall be
transferred to the personal |ines account and the comrercia
lines account of the corporation. Notw thstandi ng any ot her
provi sion of |aw, the high-risk account shall be treated, for
all Florida Hurricane | nsurance Gatastreophe Fund purposes, as
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if it were a separate participating insurer with its own
exposures, reinbursenent premium and | oss reinbursenment.

Li kewi se, the personal lines and commercial |ines accounts
shall be viewed together, for all Florida Hurricane |nsurance
Catastroephe Fund purposes, as if the two accounts were one and
represent a single, separate participating insurer with its
own exposures, reinbursenent prenmum and | oss reinbursenment.
The coverage provided by the Florida Hurricane lnsurance
Catastroephe Fund to the corporation shall constitute and
operate as a full transfer of coverage fromthe Florida

W ndst orm Underwriting Association and Residential Property
and Casualty Joint Underwriting to the corporation

Section 10. Paragraph (d) of subsection (6) of section
627.701, Florida Statutes, is anended to read:

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

(6)

(d) The office shall draft and formally propose as a
rule the formfor the certificate of security. The certificate
of security may be issued in any of the follow ng
ci rcumst ances:

1. A nortgage |ender or other financial institution
may issue a certificate of security after granting the
applicant a line of credit, secured by equity in real property
or other reasonable security, which line of credit nay be
drawn on only to pay for the deductible portion of insured
construction or reconstruction after a hurricane loss. In the
sol e discretion of the nortgage | ender or other financia
institution, the line of credit my be issued to an applicant

on an unsecured basis.
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2. Alicensed insurance agent may issue a certificate
of security after obtaining for an applicant a line of credit,
secured by equity in real property or other reasonable
security, which line of credit my be drawn on only to pay for
t he deductible portion of insured construction or
reconstruction after a hurricane |loss. The Florida Hurricane
| nsurance Eatastrophe Fund shall negotiate agreenents creating
a financing consortiumto serve as an additional source of
lines of credit to secure deductibles. Any licensed insurance
agent may act as the agent of such consortium

3. Any person qualified to act as a trustee for any
purpose may issue a certificate of security secured by a
pl edge of assets, with the restriction that the assets may be
drawn on only to pay for the deductible portion of insured
construction or reconstruction after a hurricane |oss.

4. Any insurer, including any adm tted insurer or any
surplus lines insurer, may issue a certificate of security
after issuing the applicant a policy of supplenental insurance
that will pay for 100 percent of the deductible portion of
i nsured construction or reconstruction after a hurricane | oss.

5. Any other nethod approved by the office upon
finding that such other nethod provides a simlar |evel of
security as the nethods specified in this paragraph and that
such other nmethod has no negative inpact on residentia
property insurance catastrophic capacity. The |egislative
intent of this subparagraph is to provide the flexibility
needed to achieve the public policy of expanding property
i nsurance capacity while inproving the affordability of
property insurance.

Section 11. Paragraph (a) of subsection (3) of section
627.7077, Florida Statutes, is amended to read:
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627.7077 Florida Sinkhole Insurance Facility and ot her
matters related to affordability and availability of sinkhole
i nsurance; feasibility study.--

(3) The feasibility study shall, at a m ninum address
the foll owi ng issues:

(a) Were the facility should be housed, including,
but not limted to, the options of creating a separate
facility or using the Citizens Property |Insurance Corporation
or the Florida Hurricane | nsurance Gatastroephe Fund.

Section 12. Subsection (3) of section 109 of chapter
2000- 141, Laws of Florida, is anended to read:

Section 109. The Legislature has reviewed the Florida
Bui | di ng Code that was adopted by action of the Florida
Bui | di ng Conmi ssion on February 15, 2000, and that was noticed
for rule adoption by reference in Rule 9B-3.047, F.A.C., on
February 18, 2000, in the Florida Adm nistrative Wekly on
page 731. The Florida Building Commi ssion is directed to
continue the process to adopt the code, pursuant to section
120.54(3), Florida Statutes, and to incorporate the follow ng
provi sions or standards for the State of Florida:

(3) For areas of the state not within the high
velocity hurricane zone, the conm ssion shall adopt, pursuant
to s. 553.73, Florida Statutes, the wi nd protection
requi renents of the Anerican Society of Civil Engineers,
Standard 7, 1998 edition as inplenmented by the Internationa
Bui | di ng Code, 2000 edition, and as nodified by the comm ssion
inits February 15, 2000, adoption of the Florida Building
Code for rule adoption by reference in Rule 9B-3.047, Florida
Admi ni strative Code. Hewever—f+omthe—easternborder—of
. i hC Florid R L withi

: : : : b
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1| regquirerents—adopted—bythe—ecommsston— The exact | ocation of
2| wind speed lines shall be established by |ocal ordinance,

3| using recogni zed physical |andmarks such as nmjor roads,

4| canals, rivers, and | ake shores, wherever possible. Buildings
5| constructed in the wi ndborne debris regi on nmust be either

6| designed for internal pressures that may result inside a

7| building when a wi ndow or door is broken or a hole is created
8| inits walls or roof by large debris, or be designed with

9| protected openings. Except in the high velocity hurricane

10| zone, local governments may not prohibit the option of

11| designing buildings to resist internal pressures.

12

13| The Legislature declares that changes nade to the proposed
14| Rule 9B-3.047, Florida Administrative Code, to inplenment the
15| requirenents of this act prior to Cctober 1, 2000, are not

16| subject to rule challenges under section 120.56, Florida

17| Statutes. However, the entire rule, adopted pursuant to s.

18| 120.54(3), Florida Statutes, as anmended after October 1, 2000,
19| is subject to rule challenges under s. 120.56, Florida
20| Statutes.
21 Section 13. This act shall take effect July 1, 2006
22
23
24
25
26
27
28
29
30
31
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