Fl ori da Senate - 2007 SB 10- A

By Senators Fasano and Atwater

11- 474A- 07

1 A Dbill to be entitled

2 An act relating to Citizens Property Insurance

3 Corporation; anmending s. 627.351, F.S.

4 del eting the provision under which dwelling

5 repl acenent costs for certain structures are

6 ineligible for coverage by the corporation

7 del eting the provision requiring reapplication

8 for coverage under certain circunstances;

9 deleting a provision requiring that the Ofice

10 of Insurance Regul ati on approve the

11 corporation's nmethod for valuing dwelling

12 repl acenent cost; deleting the provision that

13 authorizes certain policyholders to remain

14 insured during litigation; deleting criteria

15 for determ ning whether a rate is inadequate;

16 deleting legislative intent with regard to rate

17 adequacy in the residual market; providing an

18 effective date.

19
20| Be It Enacted by the Legislature of the State of Florida:
21
22 Section 1. Paragraphs (a) and (n) of subsection (6) of
23| section 627.351, Florida Statutes, are amended to read:
24 627.351 Insurance risk apportionnent plans.--
25 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. - -
26 (a)l. The Legislature finds that actual and threatened
27| catastrophic | osses to property in this state from hurricanes
28| have caused insurers to be unwilling or unable to provide
29| property insurance coverage to the extent sought and needed.
30 It is in the public interest and a public purpose to assist in
31| assuring that property in the state is insured so as to
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facilitate the renedi ati on, reconstruction, and repl acenent of
damaged or destroyed property in order to reduce or avoid the
negati ve effects otherwi se resulting to the public health,
safety, and welfare; to the econony of the state; and to the
revenues of the state and | ocal governnents needed to provide
for the public welfare. It is necessary, therefore, to provide
property insurance to applicants who are in good faith
entitled to procure insurance through the voluntary market but
are unable to do so. The Legislature intends by this
subsection that property insurance be provided and that it
continues, as |long as necessary, through an entity organi zed
to achi eve efficiencies and econom es, while providing service
to policyhol ders, applicants, and agents that is no | ess than
the quality generally provided in the voluntary market, al
toward the achi evenent of the foregoing public purposes.
Because it is essential for the corporation to have the

maxi mum fi nanci al resources to pay clains followi ng a
catastrophic hurricane, it is the intent of the Legislature
that the income of the corporation be exenpt from federa

i ncome taxation and that interest on the debt obligations

i ssued by the corporation be exenpt from federal incone

t axation.

2. The Residential Property and Casualty Joint
Underwriting Association originally created by this statute
shall be known, as of July 1, 2002, as the Citizens Property
I nsurance Corporation. The corporation shall provide insurance
for residential and comrercial property, for applicants who
are in good faith entitled, but are unable, to procure
i nsurance through the voluntary market. The corporation shal
operate pursuant to a plan of operation approved by order of
t he Fi nanci al Services Comr ssion. The plan is subject to
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conti nuous review by the commi ssion. The comr ssion may, by
order, withdraw approval of all or part of a plan if the

conmmi ssi on determ nes that conditions have changed since
approval was granted and that the purposes of the plan require
changes in the plan. The corporation shall continue to operate
pursuant to the plan of operation approved by the Ofice of

I nsurance Regul ation until OCctober 1, 2006. For the purposes
of this subsection, residential coverage includes both
personal |ines residential coverage, which consists of the
type of coverage provided by honeowner's, nobile honme owner's,
dwel l'i ng, tenant's, condom niumunit owner's, and simlar
policies, and comercial |ines residential coverage, which
consi sts of the type of coverage provided by condom ni um
associ ation, apartnent building, and simlar policies.

3. For the purposes of this subsection, the term
"honestead property" neans:

a. Property that has been granted a honestead
exenption under chapter 196;

b. Property for which the owner has a current, witten
| ease with a renter for a termof at least 7 nonths and for
which the dwelling is insured by the corporation for $200, 000
or |ess;

c. An owner-occupi ed nobile home or manufactured hone,
as defined in s. 320.01, which is permanently affixed to rea
property, is owned by a Florida resident, and has been granted
a honest ead exenpti on under chapter 196 or, if the owner does
not own the real property, the owner certifies that the nobile
home or manufactured honme is his or her principal place of
resi dence.

d. Tenant's coverage;

e. Comercial lines residential property; or

3

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




Fl ori da Senate - 2007 SB 10- A
11- 474A- 07

f. Any county, district, or nunicipal hospital; a
hospital |icensed by any not-for-profit corporation qualified
under s. 501(c)(3) of the United States Internal Revenue Code;
or a continuing care retirenment conmunity that is certified
under chapter 651 and that receives an exenption from ad
val orem t axes under chapter 196.

4. For the purposes of this subsection, the term

"nonhonest ead property" neans property that is not honestead
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6 5.6~ Effective March 1, 2007, nonhonestead property is
7| not eligible for coverage by the corporation and is not

8| eligible for renewal of such coverage unless the property

9| owner provides the corporation with a sworn affidavit from one
10| or nore insurance agents, on a form provi ded by the

11| corporation, stating that the agents have nade their best

12| efforts to obtain coverage and that the property has been

13| rejected for coverage by at |east one authorized insurer and
14| at least three surplus lines insurers.

15 6.4 It is the intent of the Legislature that

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

17| receive service and treatment of the highest possible |eve
18| but never less than that generally provided in the voluntary
19| market. It also is intended that the corporation be held to
20| service standards no |l ess than those applied to insurers in
21| the voluntary market by the office with respect to

22| responsiveness, tineliness, customer courtesy, and overal

23| dealings with policyhol ders, applicants, or agents of the

24| corporation.

25 (mMl.a— Rates for coverage provided by the corporation
26| shall be actuarially sound and not conpetitive with approved
27| rates charged in the admitted voluntary market, so that the
28| corporation functions as a residual market nechanismto

29| provide insurance only when the insurance cannot be procured
30| in the voluntary market. Rates shall include an appropriate
31| catastrophe | oading factor that reflects the actua
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. TN . . I I
expenses—ia—the—elass—efbusinressto—whi-chthey—apphby—

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

3. Rates for personal lines residential w nd-only
policies nmust be actuarially sound and not conpetitive with
approved rates charged by authorized insurers. If the filing
under this subparagraph is nmade at | east 90 days before the
proposed effective date and the filing is not inplenmented
during the office's review of the filing and any proceedi ng
and judicial review, such filing shall be considered a "file
and use" filing. In such case, the office shall finalize its
review by i ssuance of a notice of intent to approve or a
notice of intent to disapprove within 90 days after receipt of
the filing. The notice of intent to approve and the notice of
intent to disapprove constitute agency action for purposes of
the Adm nistrative Procedure Act. Requests for supporting
i nformati on, requests for mathematical or nechanica
corrections, or notification to the insurer by the office of

7

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 - 2007 SB 10- A
11- 474A- 07

its prelimnary findings shall not toll the 90-day period
during any such proceedi ngs and subsequent judicial review
The rate shall be deenmed approved if the office does not issue
a notice of intent to approve or a notice of intent to

di sapprove within 90 days after receipt of the filing.
Corporation rate manual s shall include a rate surcharge for
seasonal occupancy. To ensure that personal lines residentia
wi nd-only rates are not conpetitive with approved rates
charged by authorized insurers, the corporation, in
conjunction with the office, shall develop a wi nd-only

r at emaki ng net hodol ogy, whi ch net hodol ogy shall be contai ned
in each rate filing made by the corporation with the office.

If the office determi nes that the wind-only rates or rating
factors filed by the corporation fail to conply with the

wi nd-only ratemaki ng net hodol ogy provided for in this
subsection, it shall so notify the corporation and require the
corporation to anend its rates or rating factors to conme into
conpliance within 90 days of notice fromthe office.

4. The requirenments of this paragraph that rates not
be conpetitive with approved rates charged by authorized
insurers do not apply in a county or area for which the office
deternmines that no authorized insurer is offering coverage.
The corporation shall amend its rates or rating factors for
the affected county or area in conjunction with its next rate
filing after such determ nation is nade.

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

provi sions of the paragraph and s. 627.062. The conmm ssion
shal |l adopt rules establishing the criteria for determning
whet her a reasonabl e degree of conpetition exists for persona
lines residential policies in Monroe County. By March 1, 2006,
the office shall subnit a report to the Legislature providing
an evaluation of the inplenentation of the pilot program

af fecting Monroe County.

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

7. Nothing in this paragraph shall require or allow
the corporation to adopt a rate that is inadequate under s.
627.062.

8. The corporation shall certify to the office at
| east twice annually that its personal lines rates conply with
the requirements of subparagraphs +— 2.+~ and 3. |f any
adjustnment in the rates or rating factors of the corporation
is necessary to ensure such conpliance, the corporation shal
make and i npl ement such adjustnents and file its revised rates
and rating factors with the office. If the office thereafter
deternmines that the revised rates and rating factors fail to
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conply with the provisions of subparagraphs +— 2.~ and 3., it
shall notify the corporation and require the corporation to
anend its rates or rating factors in conjunction with its next
rate filing. The office nmust notify the corporation by

el ectronic neans of any rate filing it approves for any

i nsurer anong the insurers referred to in subparagraph 2.

9. In addition to the rates otherw se deterni ned
pursuant to this paragraph, the corporation shall inpose and
col l ect an ampunt equal to the premiumtax provided for in s.
624.509 to augnment the financial resources of the corporation

10. The corporation shall develop a notice to
policyhol ders or applicants that the rates of Citizens
Property Insurance Corporation are intended to be higher than
the rates of any admitted carrier and providing other
i nformati on the corporati on deens necessary to assi st
consuners in finding other voluntary admtted insurers willing
to insure their property.

11. After the public hurricane | oss-projection node
under s. 627.06281 has been found to be accurate and reliable
by the Florida Conm ssion on Hurricane Loss Projection
Met hodol ogy, that nodel shall serve as the m ni mum benchmark
for determning the windstorm portion of the corporation's
rates. This subparagraph does not require or allow the
corporation to adopt rates lower than the rates otherw se
required or allowed by this paragraph.

Section 2. This act shall take effect upon becomng a

| aw.
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1 R S I R I S I S

2 SENATE SUMVARY

3 Del etes the provision under which dwelling replacenent
costs for certain structures are ineligible for coverage

4 by Citizens Property Insurance Corporation. Deletes the
provi sion requiring reapplication for coverage under

5 certain circunstances. Deletes a requirenment that the
O fice of Insurance Regul ati on approve the nethod for

6 val uing dwel ling repl acenment cost. Del etes the provision
t hat authorizes certain policyholders to remain insured

7 during litigation. Deletes the criteria for deternining
whet her a rate is inadequate. Deletes |egislative intent

8 with regard to rate adequacy in the residual market.
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