69O-141.021 Procedures Implementing the Moratorium Phaseout in Section 627.7013, Florida Statutes.

(1) Scope and Purpose. This rule implements Section 627.7013, Florida Statutes, “Orderly Markets for Personal Lines Residential Property Insurance.” This rule applies to all insurers that are subject to Section 627.7013, Florida Statutes. This rule also sets forth office policy and statutory interpretation regarding Section 627.7013, Florida Statutes.

(2) Definitions. The following definitions apply solely for the purposes of this rule.

(a) “Office” refers to the Office of Insurance Regulation.

(b) “Type One Relief” refers to the exposure reduction authorized under Section 627.7013(2)(a)1., Florida Statutes, relating in general to annual reductions in exposure of not more than five percent statewide or ten percent per county.

(c) “Type Two Relief” refers to the exposure reduction authorized under Section 627.7013(2)(a)2.a., Florida Statutes, relating to exposure reductions up to but not exceeding certain historic cancellation or non-renewal rates.

(d) “Type Three Relief” refers to the exposure reduction authorized under Section 627.7013(2)(a)2.b., Florida Statutes, relating to exposure reductions upon grounds of unreasonable risk of insolvency.

(e) “Applicant” refers to an insurer applying for type two or type three relief.

(f) “Application” refers to an insurer’s application to the office for type two or type three relief, as the case may be. The application includes all attachments and required multiple copies required with the original as specified herein.

(g) The terms “personal lines residential property insurance policies” and “residential policies,” as used in Section 627.7013, Florida Statutes, and this rule, are interpreted by the office to include the following types of property insurance on property located in Florida: homeowners (structure and contents); mobilehome owners (structure and contents); multiple family dwellings up to and including four-family structures (structure); apartment and renter’s insurance (contents only, not structure); farmowners residential coverage; and condominium unit owners coverage (contents only, not structure).

(h) “Hurricane event” refers to a postulated hurricane event and all the characteristics (including assumed path, size, severity, and frequency) of the hurricane event hypothetically postulated in an application as the storm that could cause the losses which pose an unreasonable risk of insolvency.

(i) “Surplus” refers to the amount by which applicant’s assets exceed its liabilities.

(j) “Insolvency” means that substantive and final condition (as opposed to a mere technical or temporary condition) in which an insurer’s total worldwide liabilities exceed its total worldwide assets, requiring the insurer to terminate its operations and wind up its affairs or be subjected to receivership proceedings.

(k) “Net losses” means direct losses plus assumed losses minus ceded losses. This figure shall not include loss adjustment expense unless the rule expressly states to the contrary.

(l) “Exposure” means, unless the context requires otherwise, the policy limits of a policy of property coverage, or the sum of such amounts for multiple policies.

(m) “Insurer” means an individual insurance company. Thus all calculations and criteria applicable to an “insurer” apply on an individual company by company basis irrespective of the insurer’s affiliation with other insurance companies or other companies.

(3) General Matters of Policy and Statutory Interpretation.

(a) General Statement of Office Interpretation of Legislative Intent and Purpose in Section 627.7013, Florida Statutes.

1. Remedial Nature of Statute. Section 627.7013, Florida Statutes, is a remedial statute, protecting individual insureds against cancellation and non-renewal, and it effects an important public policy of the state concerning the general public welfare as perceived by the Legislature.

2. Joint Underwriting Associations. The office interprets the complete failure of the legislature in Section 627.7013, Florida Statutes, to mention or refer to the existence or availability of the various joint underwriting associations (including the windstorm pool), as indicating that the existence and ability of those entities to write replacement coverage for cancelled or non-renewed policies is irrelevant in all regards to enforcement of Section 627.7013, Florida Statutes.

3. Requirement of Application; Approval to be Shown by Order. Section 627.7013, Florida Statutes, prohibits certain conduct by insurers. In the case of type two and type three relief, those prohibitions remain in effect unless and until, in accordance with Section 627.7013, Florida Statutes, as interpreted and applied by this rule, the insurer: applies to the office for type two or type three relief; demonstrates in the application that the insurer qualifies for the relief; and obtains an order of the office expressly authorizing type two or type three relief and specifying the amount of relief approved. No relief under type two or type three relief shall be deemed approved unless and to the extent expressly reflected in an order of the office. The office will require strict compliance with procedural requirements of this rule.

4. Modification of Agent, General Agent, or Agency Contracts. A cancellation or non-renewal which results from a termination or non-renewal of agency contracts with insurance agents, agencies, or general agents or from the modification of commission rates or other modifications of contracts previously in place with such persons or entities shall be deemed a cancellation or non-renewal made by the insurer if the dominant purpose of such termination, non-renewal, or modification of contract was to reduce the insurer’s exposure to hurricane claims.

5. Meaning of “Renewed.”

a. For purposes of Section 627.7013, Florida Statutes, a policy is “renewed” only where the expiring policy’s terms, conditions, and coverages are carried forward substantially in their entirety, except for any increase in premium authorized by law and office rule. For example, a policy is non-renewed if, having previously had windstorm coverage, it is “renewed” without windstorm coverage.

b. Examples of endorsements which will and will not result in being “deemed a non-renewal” are:

(I) As to endorsements imposed unilaterally without an insured’s being given an option:

(A) Reasonable limitations on additional living expense will not result in being deemed a non-renewal;

(B) Limits of not less than 120% on the extra coverage afforded by guaranteed replacement cost coverage will not be deemed a non-renewal;

(C) Limitations imposed on ordinance coverage will not result in deemed non-renewals so long as the insured is either provided in the policy or given the option to purchase coverage that is equivalent to that which is mandated by law to be offered.

(II) Endorsements that are generally attached for reasons not related to risk of hurricane claims and endorsements that are attached to individual policies for underwriting reasons that are not related to risk of hurricane claims will not result in being deemed a non-renewal.

(III) If an insurer offers an option to buy back coverage that is otherwise being limited or deleted by an endorsement, then when the insured is notified of his option to “buy back” coverage that is being limited or deleted by the endorsement, the policy will not be deemed a non-renewal.

(IV) As to other policy changes by endorsements that are or have been otherwise approved by the Office as meeting the requirements of law, prior precedent as to whether the same or similar policy change has been regarded as a “non-renewal” shall be relevant in determining whether the policy is to be deemed a non-renewal.

6. Indirect Cancellation or Non-renewal. Cancellations that are nominally initiated by the policyholder shall be deemed initiated by the insurer if the Office shows by clear and convincing evidence that the dominant purpose of a communication by the insurer to the policyholder was to induce cancellations or non-renewals for the purpose of reducing hurricane risk and to avoid the limitations of Section 627.7013, Florida Statutes. In that case, such cancellations and non-renewals shall be counted as if they were effected by the insurer.

(b) Method of Cancellation or Non-renewal. The fact that a cancellation or non-renewal is authorized as type one, type two, or type three relief, does not authorize cancellation or non-renewal in derogation of any other provision of the insurance code or the terms of any policy, particularly all requirements for notice to the policyholder.

(c) Severability. The provisions of this rule shall be severable, and if any provision be found unenforceable, the other remaining provisions shall be enforced.

(d) Full Refunds Required. In all instances wherein a policy is canceled pursuant to type one, two, or three relief, unearned premium will be refunded on a fully pro rata basis, and not “short-rated.”

(4) Simplified Procedures for Applications Involving No More Than One Thousand Policies.

(a) These procedures apply only to applications for type two or type three relief, which applications on an annual basis seek to cancel and non-renew on a statewide basis a combined total of not more than 1,000 residential policies. These simplified procedures may be used only once by any insurer during the moratorium phaseout. This limitation applies and means that in those situations where the simplified procedures have been used regarding type two relief, they may not be used for type three relief.

(b) The major difference between applications under this subsection and under the application provisions in the remainder of the rule relates not to procedures and format of the report, but to the amount of information that must be initially provided with the application. Once the initial application is received, the office will review same and request such additional data as is required to evaluate the application. The office reserves the option concerning any application under this subsection to require that the applicant refile using the general procedures and format specified in this rule.

(c) The application shall be in the form of a dated cover letter to the office, with attachments. The cover letter shall begin with the following notification after the salutation: “This letter and the attached ________ pages of attachments constitute this company’s application for type ________ relief under Section 627.7013, Florida Statutes, and the rule implementing that section. This application is submitted under the simplified application procedures for cancellation or non-renewal of not more than 1,000 policies contained in subsection (4) of Rule 69O-141.021, F.A.C.” The letter shall be signed by an officer of the insurer applying for relief and shall specify the name, address, and phone number of the applicant’s representative to serve as the office’s contact person concerning the application.

(d) The application shall be filed at the “Designated Filing Office” specified in subsection (5)(e), below, for applications submitted other than under this subsection (hereinafter “regular” applications). The application shall be subject to all the provisions of this rule relating to regular applications, including filing the application, the 90 day processing time, applications that are incomplete or not in proper format, and amended applications.

(e) The application shall contain the following:

1. By county and by type of policy (homeowners, mobilehome owners, condo unit owners, etc.), the number of policies to be cancelled, and the number of policies to be non-renewed.

2. By county and by type of policy, the dollar amount of exposure to be reduced.

3. A narrative statement as to why the applicant feels the relief requested is justified under the type two or type three relief provisions of Section 627.7013, Florida Statutes, and of this rule.

(5) General Procedures and Format for Making and Filing Applications for Relief; Time Periods.

(a) General Statement of Policy. The procedures and format for preparing and filing a type two or type three relief application are as set out in this subsection. The office is aware that the requirements of this rule and the nature and number of questions required to be answered may be burdensome and may impose substantial additional expense on applicants. However, the office believes these requirements are on balance essential and justified. The consequences of decisions under Section 627.7013, Florida Statutes, are of great importance to the consumers of this state and demand intensive review and consideration. Furthermore, the office has learned from experience in processing requests for exemptions under the moratorium statute, that it is essential to the office’s ability to perform timely and thoughtful review of applications, that the applications be presented in a standard format and pursuant to a regimented process.

(b) Applicants shall submit a separate application for each 12 month period in which they seek type two or type three relief. Applications may not be submitted more than 6 months prior to the beginning of the 12 month period in which the cancellations or non-renewals would occur. Separate application must be made for type two versus type three relief.

(c) Pre-Rule Submissions. Persons who have, prior to the adoption of this rule, submitted some type of material to the office seeking type two or three relief, shall file an application under this rule seeking the relief they desire.

(d) Format of application.

1. The application shall be in the form of a dated cover letter to the office, with attachments. The cover letter shall begin with the following notification after the salutation: “This letter and the attached _______ pages of attachments constitute this company’s application for Type _______ relief under Section 627.7013, Florida Statutes, and Rule 69O-141.021, F.A.C.” where the applicant shall fill in the blanks as to the type of relief it seeks and number of attached pages. The cover letter shall be signed by an officer of the applicant, and shall specify the name, address, phone number, and fax number of the applicant’s representative to serve as the office’s contact person concerning the application.

2. All information supporting the application shall be on the attachments. Every separate sheet or page (including oversize maps, charts, graphs, etc.) of the attachments to the application shall show at the top or bottom a legend consisting of the applicant’s name, a sequential page number (where the first page of the attachments is page 1), and the statement “Application for Relief Under Section 627.7013, Florida Statutes.” This legend shall be typed or printed either on the page itself, or on an adhesive label thereafter affixed to the page.

3. Each response in the attachments shall be immediately preceded by the question prefix letter and number and text of the question, exactly as those questions appear in this rule.

4. Seven Copies Required. The application consists of an original and seven complete duplicate sets of the entire application including cover letter. Applicants shall also provide 7 copies of all subsequent material submitted in support or amendment of the application, or in response to requests for further information by the office.

(e) Where Application Filed; Designated Filing Office.

1. The application shall be addressed to, and filed with, the following: Director’s Office, Division of Legal Services, 6th Floor, Office of Insurance Regulation, Larson Building, 200 East Gaines Street, Tallahassee, FL 32399-0333.

2. If an applicant so desires, it may limit its initial filing to the original and 2 copies of the complete application, so long as the remaining 4 copies are received within five calendar days of receipt by the applicant from the office of notice that the application appears substantially complete and will proceed to substantive review.

(f) 90 Days Processing Time.

1. The office interprets the use of the phrase “application for a waiver” in Section 627.7013(2)(a)2.d., Florida Statutes, as referring to an application for approval of additional cancellations or non-renewals based on unreasonable risk of insolvency under Section 627.7013(2)(a)2., Florida Statutes.

2. An application is received and filed by the office for purposes of starting the running of the 90 day processing time under Section 627.7013(2)(a)2.d., Florida Statutes, only upon the earlier of the following to occur: When actually received in the said office of, or in person by, the General Counsel of the office; or if properly addressed, upon actual receipt of the application by the office’s mail room, by U.S. mail, in the normal course of the mail room’s business.

3. There shall be no constructive filing or receipt of an application, concerning applications improperly addressed, or delivered by or on behalf of the applicant to offices or staff members of the office other than the designated filing office. Applicants improperly addressing their application, or delivering applications to other offices or staff in the office other than the designated filing office, do so at their own risk as to when and if the application will be actually delivered to the designated filing office and be filed and the 90 days begin to run. Applicants may supply copies of the application direct to as many office staff or offices as applicant desires in addition to, but not in lieu of, delivering the application with the required number of copies to the designated filing office.

(g) Applications That Are Incomplete or Not in Proper Format.

1. Because the office has only 90 days in which to process an application, and because the applications are complex so that review and analysis of them are difficult and time-consuming, it is essential that applications be complete and in the required format when initially filed.

2. An application that is significantly incomplete or significantly deviates from the format required by this rule will be summarily denied for that reason. Examples of significantly incomplete or significant deviations from the formatting requirements include: the application lacks the required number of duplicate copies of the application; the applicant declines to respond to a particular required data item; the applicant has failed to number responses the same as the data questions required by the rule; the applicant has failed to number pages; the applicant has failed in the cover letter to specify the number of pages of attachments to the application.

3. If an application is incomplete or misformatted but not significantly so, the following procedures will apply. The office will advise the applicant in writing of the deficiency, and the applicant shall have seven days from receipt of that notice in which supply the office with corrected or corrective materials. If the applicant shall not correct the deficiency within that time, the application will be denied as incomplete or not in proper format. Examples of such requirements are that the application is missing a page and that responses to a particular required data item are inadvertently omitted.

4. If an application is denied as incomplete or not formatted properly, and the applicant shall thereafter file corrective material, a new 90 day processing period begins to run when the corrective material is filed.

(h) Amended Applications. If an application which was complete and properly formatted as initially filed, is thereafter amended by the applicant, then unless the applicant will agree to an extension of the 90 day processing time by an amount reasonable under the circumstances, the office will treat the original application as withdrawn, and the amended application as a new application, so that a new 90 day processing time begins to run when the amended application is received by the office.

(6) Processing Schedule. The provisions of this subsection set out the projected typical schedule for processing applications, subject to variation if additional time is necessary for the office to collect and review all information relevant to the disposition of the application, up to 30 days after all such information is received. The schedule below begins to run from the date the 90 day processing time begins to run.

(a) By the 7th day after receipt of an application, the office shall send the applicant a letter acknowledging the filing.

1. If an applicant has not received such acknowledgment within 14 days of the date the applicant believes the application was filed, the applicant should undertake special efforts to contact the Office’s Bureau Chief, Bureau of Property and Casualty Insurer Solvency and Market Conduct, Division of Insurer Services, to ascertain the status of the application.

2. Once the acknowledgment letter is received by the applicant, all further correspondence or responses from the applicant to the office concerning any aspect of the application shall be directed to or at least carbon copied to the office staff member signing said letter, unless expressly directed otherwise in writing by office staff.

(b) By the 21st day after receipt of the application, the office shall inform the applicant in writing if the application is denied as significantly incomplete or improperly formatted. All references below are to applications that are not denied as significantly incomplete or significantly deviates from the proper format.

(c) Between the 21st and the 45th day, the office will conduct internal office meetings, for preliminary discussion of the application.

(d) By the 45th day, the office will inform the applicant in writing of any supplemental materials or information which the applicant must supply to explain, clarify, or support the material or information already supplied, so that the office can properly evaluate the application to determine whether it meets the criteria for the type of relief sought pursuant to Section 627.7013, Florida Statutes, and this rule.

(e) By the 55th day, the applicant shall provide the office with the supplemental material or information requested by the office pursuant to paragraph (d), above. Failure to timely respond and provide the requested material or information is grounds for denial of the application, unless the applicant will agree to such extension of the 90 day processing period as is reasonable under the circumstances.

(f) Between the 55th and 70th day, the office will review any supplemental materials provided.

(g) On or about the 70th day, if noticed by the office or requested by the insurer, the office will meet with and take testimony under oath from the applicant in support of the application, as set out in subsection (7), below.

(h) Between the 70th and 90th day, the office will review the information provided at the hearing, including the transcript of the hearing, and conduct further internal discussions, and formulate the recommendation to the Director, as to whether and under what circumstances the application should be approved or denied.

(7) Evidentiary Hearing on the Application.

(a) At least two weeks before any evidentiary hearing, the Office shall advise the insurer as to whether an evidentiary hearing will be held, and as to areas or portions of the application that the Office believes have not been justified or as to which further explanation may be helpful to the Office in understanding the application. Every applicant shall have appropriate representatives attend and give testimony in support of its application, at an evidentiary hearing at the office’s Tallahassee offices, on or about the 70th day after the application is filed. For this purpose the applicant should hold the appropriate staff available for such a hearing on the 70th day and the two business days before and after the 70th day.

(b) Appropriate staff shall include, unless excused by the office in writing, a person or persons necessary to support the application and competent to testify on behalf of the applicant, in support of the applicant’s assumptions and assertions in its application, regarding each of the following areas: actuarial; meteorological; financial (assets, liabilities, and surplus); claims; marketing; premiums; and geographic spread of residential policies alleged to be affected by the postulated hurricane event. Appropriate staff shall also include such other persons as the applicant deems necessary to testify in support of the application.

(c) The hearing shall be in question and answer format, presided over by a representative of the office. All persons speaking for the applicant shall be under oath. Refusal to answer any question relating to the application and its assumptions and assertions shall be grounds for denial of the application.

(d) In order to assist the office in evaluating the application, by allowing additional office staff to review the responses of the applicant’s representatives, the applicant shall at its cost have a court reporter attend the evidentiary hearing and record the entire proceeding, and supply a complete copy of the transcript of the entire proceeding to the office within 5 days of the hearing. Failure to timely provide the transcript shall be grounds for denial of the application.

(8) Type One Relief.

(a) Limits on Type One Relief.

1. Cancellations or non-renewals pursuant to type one relief do not require any advance approval from or advance notice to the office.

2. The five percent permitted by Section 627.7013, Florida Statutes, that may be cancelled or non-renewed as type one relief is five percent of Florida policies, not five percent of policies nationwide.

3. The five percent is applied to the combined aggregate cancellations and non-renewals; that is, the insurer may not cancel 5% of its policies, and non-renew another 5% of its policies.

4. Each insurer is subject to an overall statewide limit on type one cancellations and non-renewals, which overall limit is 5% of all personal lines residential policies in Florida. Within that overall limit, each insurer is subject to further limits in that not more than 5% of homeowners policies may be cancelled or non-renewed related to risk of hurricane exposure, and not more than 5% of mobilehome owners policies may be cancelled or non-renewed as related to risk of hurricane exposure. An insurer may not transfer any unused cancellations or non-renewals from one residential policy line to another. The ten percent per county limits are applied in the same way.

5. For purposes of the calculation in this subsection, the term “personal lines residential property coverage” includes the following: those policy forms known in the industry as HO-2, HO-3, HO-4, HO-5, HO-6, and HO-8; mobilehome owners policies; dwelling fire policies, also known as fire and extended coverage; and those mobile home policies written on an auto physical damage policy. For purposes of the calculation in this subsection, the term “homeowners” refers to the HO-2, HO-3, HO-5, HO-6, and HO-8 policy forms. For purposes of the calculation in this subsection, the term “mobilehome owners” refers only to mobilehome owners policy forms.

6. The ten percent county limits are applied in the same way as the five percent limit.

(b) Reporting Type One Cancellations and Non-renewals. In relation to Section 627.7013(2)(a)1., Florida Statutes, (type one relief), and for the purpose of securing information useful in the lawful administration of the insurance code, particularly Section 624.315(1)(e),(g),(2)(l),(m), and (n), Florida Statutes, every insurer issuing any notice of cancellation or non-renewal, under authority of Section 627.7013(2)(a)1., Florida Statutes, (type one relief), shall within 30 days of the close of the month in which such notice is issued, file with the office a report as required in this paragraph.

1. The report shall be in writing, in the form of a letter to the office, upon the letterhead of the insurer, signed by an officer of the insurer. The letter shall begin with the following after the salutation: “The following report is provided on type one cancellations and non-renewals, under the moratorium phaseout statute, Section 627.7013, Florida Statutes, and implementing rules.” The original and 5 copies of the report shall be filed by delivery as follows: Office of Insurance Research and Data Analysis, 3rd Floor, Larson Building, 200 East Gaines Street, Tallahassee, FL 32399-0311.

2. The body of each such letter report shall provide answers to the following numbered questions, and each response shall be immediately preceded by the question number and the text of the question as they appear below. All questions relate solely to Florida business.

3. The questions are:

a. S1. This report pertains to the calendar month and year of:

b. S2. Table of non-renewal Notices Issued. Provide a four column table showing the following:

c. S2a. Column one, Affected Counties. Entitle this Column “COUNTIES.” Provide a row for every Florida county, naming the county, in which was located property insured under a residential policy issued by you, as to which policy you did in the calendar month to which the report relates (the “report month”), issue a notice (by whatever name called) of intent to non-renew any residential policy, where the issuance of the notice of non-renewal was related to risk of loss from hurricane exposure but was authorized as type one relief.

d. S2b. Column two, Homeowners Policies. Entitle this column “HO.” For every county listed, state the number of notices of non-renewal issued in the report month as to residential homeowners policies covering property located in that county, where the issuance of the notice of non-renewal was related to risk of loss from hurricane exposure but was authorized as type one relief. If zero, so state.

e. S2c. Column three, Mobilehome Owners Policies. Entitle this column “MHO.” For every county listed, state the number of notices of non-renewal issued in the report month as to residential mobilehome owners policies covering property located in that county, where the issuance of the notice of non-renewal was related to risk of loss from hurricane exposure but was authorized as type one relief. If zero, so state.

f. S2d. Column four, All Other Residential Policies. Entitle this column “OTHER.” For every county listed, state the number of notices of non-renewal issued in the report month as to all other residential policies not included in prior columns and covering property located in that county, where the issuance of the notice of non-renewal was related to risk of loss from hurricane exposure but was authorized as type one relief. If zero, so state.

g. S3. Table of Cancellation Notices Issued. Provide a four column table showing the following:

h. S3a. Column one, Affected Counties. Entitle this column “COUNTIES.” Provide a row for every Florida county, naming the county, in which was located property insured under a residential policy issued by you, as to which policy you did in the calendar month to which the report relates (the “report month”), issue a notice (by whatever name called) of intent to cancel any residential policy, where the issuance of the notice of cancellation was related to risk of loss from hurricane exposure but was authorized as type one relief.

i. S3b. Column two, Homeowners Policies. Entitle this column “HO.” For every county listed, state the number of notices of cancellation issued in the report month as to residential homeowners policies covering property located in that county, where the issuance of the notice of cancellation was related to risk of loss from hurricane exposure but was authorized as type one relief. If zero, so state.

j. S3c. Column three, Mobilehome Owners Policies. Entitle this column “MHO.” For every county listed, state the number of notices of cancellation issued in the report month as to residential mobilehome owners policies covering property located in that county, where the issuance of the notice of cancellation was related to risk of loss from hurricane exposure but was authorized as type one relief. If zero, so state.

k. S3d. Column four, All Other Residential Policies. Entitle this column “OTHER.” For every county listed, state the number of notices of cancellation issued in the report month as to all other residential policies not included in prior columns and covering property located in that county, where the issuance of the notice of cancellation was related to risk of loss from hurricane exposure but was authorized as type one relief. If zero, so state.

(c) Informed Estimates Acceptable. In reporting under this paragraph, insurers may provide informed estimates if no better data is reasonably available.

(d) This temporary reporting requirement is associated with the current abnormal disruption of the residential property insurance market, and will be discontinued by modification of this rule, as soon as the office determines that the residential property insurance market has stabilized to the point that no information useful or pertinent to administration of the Insurance Code is being obtained via these procedures.

(9) Type Two Relief.

(a) Insurers desiring approval of a plan of type two relief shall apply to the office under the application procedures specified in subsection (5) of this rule, or, where applicable, the simplified procedures in subsection (4) of this rule. The application must be received by the office at least 90 days before the applicant takes any steps towards accomplishment of or in support of the plan, such as sending out preliminary information notices to agents or policyholders.

(b) Primary Criterion. The primary criterion for approval of type two relief is the requirement that applicant show that it is “protecting market stability and the interests of its policyholders,” as required by Section 627.7013(2)(b)2.a., Florida Statutes. Type two relief will not be approved unless the applicant demonstrates that this criterion is satisfied. Since canceling or non-renewing policyholders is inherently disruptive to the insurance market place, this criterion generally requires that insurers do everything within their power to minimize such disruption. The required demonstration shall show:

1. That the applicant has exhaustively reviewed all alternatives to seeking type two relief, and seeks type two relief only after utilizing all other reasonably available alternatives that have any significant chance of alleviating the insurer’s exposure problem to some degree. Other alternatives that must be reviewed and used to the extent they will reasonably alleviate the insurer’s exposure problem to some degree, include: modifying the insurer’s reinsurance program; cancellation or non-renewal of some Florida commercial property policies and other personal lines nonresidential policies; and use of voluntary incentives to its residential policyholders to persuade them to cancel or non-renew.

2. That the type two relief, where selected and approved, will be executed in such a way as to minimize misunderstanding, inconvenience, and avoidable lapses in property coverages for policyholders being canceled or non-renewed.

(c) Implementation Criteria. At the time of application for type two relief, applicants shall specify in detail how they intend to implement the relief if approved. Applicants are required to give effect to the implementation criteria specified in Section 627.7013(2)(a)2.a., Florida Statutes, unless they demonstrate compelling cause why such compliance is not feasible. Even where type two relief is otherwise merited, the office will not approve it if the applicant does not specify in the application how it will give effect to the statutory implementation criteria, or demonstrate the compelling reasons for not doing so.

1. “Policyholder Longevity.” This criterion requires that, within the geographic area in which the reduction is to take place, policyholders be chosen for non-renewal or cancellation according to how long they have been insured with the applicant; those having been insured a shorter length of time being canceled or non-renewed before those insured for a longer period. Those having held their policies the longest should have the least chance of being subjected to cancellation or non-renewal.

2. “The Use of Voluntary Incentives to Accomplish the Exposure Reduction.” This criterion requires that the applicant, prior to making unilateral decisions as to which policyholders will be canceled or non-renewed, will attempt by voluntary incentives to persuade policyholders in the area where the exposure reduction is authorized, to cancel or non-renew their coverage, or renew without windstorm coverage. The incentives will frequently be of a financial nature, such as offers to pay all or a portion of the policyholder’s first premium with the new insurer; or cash payments to the insured. Applicants are encouraged to submit with their application innovative incentive proposals for consideration by the office, and the office will work closely with the applicant to attempt to find an acceptable incentive program.

3. “Geographic distribution.” When making incentive offers or unilateral decisions as to cancellation or non-renewal, applicants must affirmatively assure that the adverse impact is spread ratably throughout the territory in which they have based their application. For example, if the applicant based its application for type two relief on its exposure in Dade and Broward counties, then the exposure reduction should be geographically dispersed throughout those counties in the same relative proportion that the policyholders are spread throughout the counties. Thus, in the preceding example, the applicant should not put a disproportionate number of cancellations or non-renewals within one mile of the coast unless that matches the applicant’s policy distribution in those counties.

(d) Cap on Type Two Relief. Section 627.7013(2)(a)2.a., Florida Statutes, provides a maximum cap on the number of cancellations or non-renewals permitted as type two relief. The cap is as follows: “[T]he insurer will not cancel or non-renew more policies in the 12-month period than the largest number of like policies the insurer canceled or non-renewed in any 12-month period between August 24, 1989, and August 24, 1992.” The period August 24, 1989 through August 24, 1992 is referred to in this rule as the “base period.” The office interprets the cap on type two relief as follows:

1. Subject to the interpretations in this paragraph, type two relief allows the insurer to put as many hurricane-related cancellations and non-renewals on top of its current normal cancellations and non-renewals, as will bring the combined total of normal and hurricane-related cancellations and non-renewals in the current period up to the highest number of cancellations and non-renewals in the 12-months of the base period being used. The insurer does not in the current period get its normal cancellations and non-renewals and then on top of that the full number of the cancellations and non-renewals from the highest 12-month period in the base period. If the insurer’s normal cancellations and non-renewals in the current period are already more than the highest number of cancellations and non-renewals in any 12-months of the base period, the insurer will not be able to utilize any type two relief.

2.a. “Like Policies.” The limits on type two relief are applied separately at the aggregate level, and then to homeowners, mobilehome owners, condo unit owners, renter/dweller, multi-family structure coverages up to four units, and farmowners residential coverages. Cancellations and non-renewals are not transferrable between these lines, or from other lines to these lines.

b. Example. Assume that in the highest 12-month period (assume calendar year 1990) of the base period, the insurer had a total of 450 non-renewals of Florida residential policies, consisting of 125 non-renewals of homeowners policies, 100 non-renewals of mobilehome owners policies, 125 non-renewals of condo unit owners policies, and 100 non-renewals of renters policies. In the current period, the insurer projects 200 normal (non-hurricane related) non-renewals of residential policies, thus apparently indicating that the insurer may add 200 hurricane-related non-renewals as type two relief (400 base period non-renewals less 200 projected current non-renewals = 200 additional non-renewals). However, the type two limit is more specific. If the projection for the 12-month current period in question is more specifically for 100 normal homeowner non-renewals and 100 normal non-renewals of condo unit owners coverages (assume that in 1991 the insurer dropped mobile home and renters lines), then the insurer may only add 50 additional non-renewals to the current period (125 base period homeowners, less 100 projected normal homeowners); these may be applied only to the homeowners and condo unit owners lines, and not more than 25 to either of those lines. The insurer may not non-renew 50 homeowner policies “in exchange” for not non-renewing any of its condo unit owner’s policies. Furthermore, the insurer may not apply its other “unused” 150 non-renewals to either its homeowner or condo unit owner lines.

3. The base period cancellations or non-renewals that may be counted for purposes of the cap are only those that were cancellations or non-renewals of residential policies on Florida property.

4. The 12 months of the base period used by the applicant must be 12 consecutive months, and the same 12 months, once chosen, must be used for all residential lines.

5. Separate Treatment of Cancellations Versus non-renewals.

a. The cap on type two relief is calculated and applied separately for cancellations versus non-renewals. That is, the insurer may not cancel more policies in any 12-month period as type two relief, than the highest number of cancellations the insurer actually effected in any 12-month period of the base period. Likewise, the insurer may not non-renew more policies in any 12-month period than the insurer actually non-renewed in any 12-month period of the base period. If the base period has many non-renewals but few cancellations, and during the moratorium phaseout the insurer desires to do more cancellations than non-renewals, the insurer may not transfer “unused” base period non-renewals to use as cancellations, or vice-versa; nor may the insurer apply the sum of base period cancellations and non-renewals entirely to cancellations or entirely to non-renewals.

b. Example. In the highest 12 months of the base period, the insurer had a nationwide total of 5,000 residential policy cancellations and 6,000 residential policy non-renewals. Of those, 1000 were Florida residential policy cancellations, and 600 were Florida residential policy non-renewals. For the current 12-month period, the insurer reasonably projects 700 normal Florida residential policy cancellations and 500 normal Florida residential policy non-renewals. Therefore, for this current 12-month period (assuming no other problems), the insurer may expect office approval to make 300 Florida hurricane risk related cancellations (700 normal plus 300 hurricane related = the 1000 base period cancellations); and 100 hurricane risk related Florida residential policy non-renewals (500 normal plus 100 hurricane related = 600 base period non-renewals). The insurer could not transfer “unused” cancellations to the non-renewal category, or vice-versa. For example, in the above scenario, the insurer could not in the current period increase hurricane related non-renewals to 200, in exchange for reducing hurricane related cancellations by 100, on the theory that they are still staying within the 400 aggregate total of cancellations and non-renewals.

c. Example. In the highest 12 months of the base period, the insurer had 1000 Florida policy non-renewals. However, of those 1000 non-renewals, 200 were on commercial policies, 700 were on personal lines automobile policies, and only 100 were on residential policies. In the current 12-month period, the insurer reasonably projects 80 Florida residential policy non-renewals. Therefore, for this current period (and assuming no other problems), the insurer may expect office approval of not more than 20 hurricane related residential policy non-renewals (80 normal non-renewals plus 20 hurricane related non-renewals = 100 base period residential policy non-renewals).

(e) Required Information in Application. Every application for type two relief shall provide answers to the following inquiries, in the format required by subsection (5) of this rule.

1. T1. Specify the 12 month period to which this application relates (that is, the 12 months in which applicant seeks to cancel or non-renew policies under authority of this application).

2. T2. Provide a table entitled “Base Period Cancellations and non-renewals,” as follows:

3. T2a. Column one (entitled “Mth/Yr”). Provide a row for every one of the 12 months of the base period which applicant relies on as establishing its highest base period cancellations and non-renewals. State the month and year on each row of this column, in the format “Jan/90.”

4. T2b. Then, for every residential line (e.g., homeowners, mobilehome owners, condo unit owners, multi-unit dwelling, farmowners residential, and renters/dwellers) as to which applicant desires type two relief, provide two subsequent columns, the first column showing the number of actual non-renewals for that line in the month and year on that row, and the second column showing the number of actual cancellations for that line for the month and year on that row. Entitle these columns using terminology illustrated as follows: “HO N/R” for Homeowners non-renewals, and “HO Can” for Homeowners cancellations.

5. T3. Provide a table entitled “Projected Non-Hurricane Exposure Related Cancellations and non-renewals,” as follows:

6. T3a. Column one (entitled “Mth/Yr”). Provide a row for every one of the 12 months of the period of the moratorium phaseout for which applicant is seeking type two relief in this application. State the month and year on each row of this column, in the format “Oct/94.”

7. T3b. Then, for every residential line (e.g., homeowners, mobilehome owners, condo unit owners, multi-unit dwelling, farmowners residential, and renters/dwellers) as to which applicant desires type two relief in said period, provide two subsequent columns, the first column showing the number of projected “normal” (that is, not related to risk of loss from hurricane exposure) non-renewals for that line in the month and year on that row, and the second column showing the number of projected normal cancellations for that line for the month and year on that row. Entitle these columns using terminology illustrated as follows: “HO N/R” for Homeowners non-renewals, and “HO Can” for Homeowners cancellations.

8. T4. Describe and explain in detail the method and assumptions used in making the projection as to the applicant’s normal cancellations and non-renewals.

9. T5. Provide a table entitled “Desired Hurricane Exposure Related Type Two Relief,” as follows:

10. T5a. Column one (entitled “Mth/Yr”). Provide a row for every one of the 12 months of the period of the moratorium phaseout for which applicant is seeking type two relief in this application. State the month and year on each row of this column, in the format “Oct/94.”

11. T5b. Then, for every residential line as to which applicant desires type two relief (e.g., homeowners, mobilehome owners, condo unit owners, multi-unit dwelling, farmowners residential, and renters/dwellers) in said period, provide two subsequent columns, the first column showing the number of desired type two non-renewals for that line in the month and year on that row, and the second column showing the number of type two cancellations for that line for the month and year on that row. Entitle these columns using terminology illustrated as follows: “HO N/R” for Homeowners non-renewals, and “HO Can” for Homeowners cancellations.

12. T6. What is the total aggregate number of residential policies of all types which applicant seeks authorization to cancel under authority of this application?

13. T7. What is the total aggregate number of residential policies of all types which applicant seeks authorization to non-renew under authority of this application?

14. T8. Provide a six column table, entitled “Desired Exposure Reduction in Dollars, By County,” in which the columns and their contents are, from left to right, as follows:

(I) Column 1: Each Florida county in which applicant desires to cancel and/or non-renew residential policies pursuant to this application. Label this column “COUNTY”;

(II) Column 2: For the county on that row, the aggregate total amount of reduction of residential policy exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal (that is, the sum of columns (c) through (f)). Label this column “TOT”;

(III) Column 3: For the county on that row, the total amount of reduction of homeowners exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal. Label this column “HO”;

(IV) Column 4: For the county on that row, the amount of reduction of mobilehome exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal. Label this column “MBH”;

(V) Column 5: For the county on that row, the amount of condo unit owners exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal. Label this column “CUO”;

(VI) Column 6: For the county on that row, the balance of residential policy exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal, and which are not already included in Columns 3 through 5.

15. Provide a six column table, entitled “Desired Exposure Reduction in Number of Policies, By County,” in which the columns and their contents are, from left to right, as follows:

(I) Column 1: Each Florida county in which applicant desires to cancel and/or non-renew residential policies pursuant to this application. Label this column “COUNTY”;

(II) Column 2: For the county on that row, the aggregate total number of residential policies of all types, which applicant desires to cancel and/or non-renew pursuant to this application (that is, the sum of columns 3 through 6);

(III) Column 3: For the county on that row, the number of homeowners policies that applicant desires to cancel and/or non-renew pursuant to this application. Label this column “HO”;

(IV) Column 4: For the county on that row, the number of mobilehome owners policies that applicant desires to cancel or non-renew pursuant to this application. Label this column “MBH”;

(V) Column 5: For the county on that row, the number of condo unit owners policies that applicant desires to cancel and/or non-renew pursuant to this application. Label this column “CUO”;

(VI) Column 6: For the county on that row, the balance of number of residential policies which applicant desires to cancel and/ or non-renew pursuant to this application, and which policies are not already included in Columns 3 through 5.

16. T10. Describe any reductions in exposure, made or in process, in other coastal states, to respond to the same dangers and over-concentration in those other states as was exposed by Hurricane Andrew. Specify the states and within each state, specify dollar amounts of exposure reduction, numbers of policies, and types of policies.

17. T11. Describe all alternatives to type two relief which the applicant has considered, and for each, specify why it was rejected.

18. T12. Specify all steps the applicant has taken to minimize misunderstanding, inconvenience, and avoidable lapses in property coverages for policyholders being canceled or non-renewed.

19. T13. If type two relief is approved, describe in detail how the applicant will implement the cancellations or non-renewals. The detail shall expressly address how the applicant will recognize and address policyholder longevity, voluntary incentives, and geographic disruption.

(10) Type Three Relief.

(a) Office Interpretation of Legislative Intent.

1. Section 627.7013(2)(a)2.b., Florida Statutes, was adopted by the Legislature purposely using language significantly at variance from the language relating to moratorium exemption found in Chapter 93-401, Laws of Florida. This variance was for the purpose of preventing application to Section 627.7013(2)(a)2.b., Florida Statutes, of arguments then being made by one or more insurers in litigation under Chapter 93-401, Florida Statutes.

2. Type three relief is provided for those situations where an applicant can show that one or more realistically postulated hurricane events making landfall in Florida during the period of the moratorium phaseout will cause reasonably projected losses, which in turn pose an unreasonable risk of insolvency to the applicant. An insurer not wishing to supply all of the information set out in this subsection or an insurer contending that all the information set out in this subsection is not necessary to demonstrate its entitlement to relief may request that its application be considered without all the information detailed herein and the office will consider such a request if the insurer agrees in writing to toll the 90-day time for the office to reach a decision on the insurer’s entitlement to type three relief, while the office reaches a decision as to whether the missing information is necessary in the particular case. The words “likelihood,” “probability,” and “relative frequency” are used interchangeably in this rule. The office interprets the word “risk” in the phrase “unreasonable risk of insolvency,” as used in Section 627.7013, Florida Statutes, as being synonymous with “likelihood” or “chance.” Furthermore, the office interprets the legislative intent regarding the use of the phrase “the reasonableness of assumptions with respect to size, frequency, severity, and path of hurricanes” in Section 627.7013, Florida Statutes, as providing that the office is authorized to consider the likelihood (probability) of the hurricane event postulated by the applicant. Therefore Section 627.7013, Florida Statutes, requires the office to consider, as affecting the decision to approve type three relief, the likelihood that the hurricane event postulated will occur, and thereafter, given a reasonably postulated hurricane event assumed to occur, the likelihood that said hurricane event as postulated will cause the applicant the losses postulated, and lastly, whether such losses pose an unreasonable risk of insolvency. The decision whether the risk of insolvency is unreasonable is a judgement by the office which balances the aggregate weight and effect of all the criteria listed in Section 627.7013(2)(a)2.b., Florida Statutes, as more specifically detailed, interpreted and applied above and elsewhere in this rule.

3. Partial Relief. The office interprets Section 627.7013, Florida Statutes, as authorizing partial relief, that is, the approval by the office of so much of the relief requested as is necessary in the office’s judgement to render the risk of insolvency present but no longer unreasonable.

4. Other Alternatives Available. The office interprets Section 627.7013, Florida Statutes, as authorizing the office to disapprove type three relief where and to the extent other measures are reasonably available to the applicant to alleviate the risk of insolvency without canceling or non-renewing residential policies. The risk of insolvency is not unreasonable to the extent there are reasonably available alternatives that will to some degree alleviate the risk of insolvency. Other alternatives that must be reviewed and used to the extent they will reasonably alleviate the insurer’s exposure problem to some degree are: modifying the insurer’s reinsurance program; cancellation or non-renewal of some Florida commercial property policies and other personal lines nonresidential policies; and use of voluntary incentives to its residential policyholders to persuade them to cancel or non-renew.

5. Meaning of “Unreasonable.” The office interprets the legislative intent in using the word “unreasonable” in Section 627.7013(2)(a)2.b., Florida Statutes, as having particular reference to its context in a temporary, three-year requirement in transitory, highly unusual circumstances, so that what might be unreasonable as a permanent requirement may be reasonable as a temporary requirement given the exigencies of the situation.

6. Catastrophe Premium Reserves. Any insurer which has failed to comply with Section 627.062(2)(d), Florida Statutes, relating to required reserving and treatment of catastrophe premiums, shall be required to construct and present to the office with the application for type three relief, a full accounting for all catastrophe premiums it has received since the effective date of Section 627.062(2)(d), Florida Statutes. To the extent such applicants cannot demonstrate that such premiums have been applied to catastrophe losses, any relief otherwise available will be reduced by the amount of the unaccounted for catastrophe premiums.

(b) Criteria for Type Three Relief.

1. “The insurer’s size.” The inquiry contemplated by this criterion is the extent and nature of the insurer’s worldwide assets, liabilities, and surplus.

a. Amount of Surplus Put at Risk. Concerning the question of how much of the applicant’s surplus may be exposed to loss from the postulated hurricane event, the office finds that Section 627.7013, Florida Statutes, must be read in conjunction with Section 624.408 (establishing the minimum surplus that an insurer must maintain). Section 624.408, Florida Statutes, reflects the legislative judgement that a property and casualty insurer, operating conceptually in all fifty states, may safely operate with as little surplus as the greater of $1,500,000 or 10% of worldwide liabilities. Therefore, the amount of an applicant’s surplus which may be exposed to loss from any one hurricane event under Section 627.7013, Florida Statutes, is always at least that portion of its surplus in excess of the minimum surplus required to be maintained under Section 624.408, Florida Statutes. However, Section 624.408, Florida Statutes, cannot be read conversely; that is, it may not be read, in the context of Section 627.7013, Florida Statutes, as establishing that the minimum surplus required under Section 624.408, Florida Statutes, cannot be put at risk of loss from a single hurricane. The office shall in appropriate cases require an insurer to put all or part of the minimum surplus at risk. In this regard, there is no conflict between Sections 627.7013 and 624.408, Florida Statutes, because mere exposure to loss does not eliminate or decrease the surplus. Furthermore, if and to the extent the legislative intent in Section 627.7013, Florida Statutes, to minimize cancellations and non-renewals, conflicts with 624.408, Florida Statutes, minimum surplus requirements, the office interprets Section 627.7013, Florida Statutes, as controlling, because Section 627.7013, Florida Statutes, is the more recent statute and responds to exigent circumstances.

b. An additional and separate consideration regarding the applicant’s surplus is that an insurer may not, for purposes of type three relief, segregate its surplus by directly or indirectly allocating or dividing same among states, countries, or otherwise. An insurer’s entire worldwide assets and surplus are generally at risk on every policy it writes, to the limits of that policy. Likewise, at an aggregate statewide level, by doing business in Florida or any other state, the insurer has put at risk of claims in that state its total worldwide assets and surplus.

2. “Market concentration.” This criterion addresses the general issue of losses, and the extent to which the applicant’s residential policies and related claims exposure is geographically concentrated so as to be disproportionately subject to impact from a single reasonably postulated hurricane event.

a. This criterion authorizes examination of the reasonableness of the applicant’s projections as to exposure and the damage and claims resulting from the postulated hurricane event.

b. Zip Code Reporting Required. The office will conduct a thorough inquiry into the catastrophe exposure and loss history and projections of the applicant, and for this purpose the office has determined that reporting of exposure and losses by five digit zip code is essential for several reasons. These are: hurricane wind gradients typically differ significantly by quadrant within a hurricane; hurricane associated tornado damage is generally most seen only in certain quadrants of the hurricane; the radius of maximum winds in a hurricane may be a little as six miles; and windspeed gradients decrease markedly as one moves away from the eye, over distances considerably less than the width of many counties. Reporting or projecting by units larger than five digit zip codes results in measurement units not sufficiently sensitive to these factors. Even though a storm’s intensity at landfall is held constant along with its size and speed, realized damage can vary up to several orders of magnitude by altering the postulated storm’s path and landfall location by a few tens of miles.

c. Applicants may use any set of zip codes and their boundaries that are within three years of being current. It is not necessary that applicants use the most current set of zip code definitions and boundaries.

d. Zip Code Error Adjustments. The office recognizes that there may be some degree of imprecision in reporting by zip codes, as for example where in some instances some insured properties may have zip codes associated with them, which zip code represents the address to which the premium invoices and other information is sent to the policyholder, and which is a different location than the location of the actual insured residential property. Insurers who so desire and who can substantiate the error by sound statistical methods, may make an adjustment to their policy count per zip code area, to compensate for the net error rate (as opposed to the gross error rate) in exposure per five digit zip code. A “gross error rate” refers to the apparent error rate before adjustment for the number of policies counted as being in the affected area because of their zip code but which in fact are not located in the affected area, which adjustment results in a net error rate. Sound statistical methods consist of drawing a significant random sample of policies, and comparing the zip code the property actually falls in, with the assumed zip code location if one looked only at the zip code associated with the property as shown in the insurer’s records, and drawing statistically supportable inferences from such a comparison. There is a specific question relating to this issue in the questions relating to type three relief applications. Insurers which have made any adjustment relating to this error factor, in their policy count and exposure data in their application, shall respond to said question. The use of such adjustments shall be dealt with on a case-by-case basis. Where the office entirely or partially agrees with the insurer in such instances, reporting by zip code shall still be required, but the office shall, after discussion with the insurer, allow the application of appropriate adjustment factors to compensate for such errors (e.g., add three percent more policies, by number of policies, to the actual count of policies by zip code).

e. Zip Code Use in Catastrophe Fund Statute. The office notes the statutory provisions relating to requirements for insurers to report to the state catastrophe fund by zip code pursuant to Section 215.555, Florida Statutes. The office interprets Section 215.555, Florida Statutes, as a legislative recognition of the importance of reporting by five digit zip code, with regard to hurricane loss exposure. The office notes in section 2 of House Bill 73-C (Special Session 1993) the legislative statement of the importance of confidentiality regarding exposure reported by zip code, and recognizes that such data will not be confidential when reported in a type three relief application. However, the office notes there are several very significant differences in the zip code reporting required by this rule as compared to Section 215.555, Florida Statutes: This rule requires zip code reporting only for those few insurers who desire type three relief, and then only as to areas they allege will be impacted by the hurricanes they postulate, and such reporting is required only on a one-time basis; whereas, the state catastrophe fund will require such reporting of every residential property insurer, regarding all business statewide, and on a recurring basis. Given the importance of zip code reporting of data in type three relief applications, and the significant differences noted above between zip code reporting under this rule as versus Section 215.555, Florida Statutes, the office interprets the requirement for zip code reporting in this rule as not being inconsistent with Section 215.555, Florida Statutes.

3. “General Financial Condition.” The inquiry contemplated by this criterion is, on an all-lines worldwide basis, the general financial soundness and health of the applicant, potential weaknesses and questions regarding same, and the trend in same, ignoring for the purposes of this inquiry the implications of its need or alleged need for type three relief. All other things being equal, good or improving financial health, without significant questions or potential weaknesses concerning same, weighs against type three relief. This criterion requires consideration of the answers to the following questions:

a. Are the applicant’s premium, policy, and claims reserves adequate? If the office has information tending to show that the applicant’s liability reserves are understated, the office shall favorably consider that information on an application for type three relief.

b. Has the applicant’s revenue stream been steady or increasing?

c. Is the applicant’s investment portfolio comprised of questionable assets?

d. Has the applicant’s current management put its judgement in question by recent significant miscalculations?

e. To what degree has the applicant sought premium increases to compensate for hurricane risk? Has the applicant sought approval of less than its actuarially indicated premium rate? Failure to have fully sought or utilized appropriate rate adjustments weighs adversely on a type three relief application.

4. “Portion of the insurer’s business in this state represented by personal lines residential property insurance.” The inquiry contemplated by this criterion is the degree to which the applicant’s insurance business is concentrated in residential policies rather than in other lines such as commercial property, automobile insurance, general liability insurance, or health insurance. This factor also authorizes consideration of plans or efforts by the insurer to offset desired type three cancellation and non-renewals in coastal areas where the insurer is concentrated, with the writing of new business in other coastal areas of Florida. All other things being equal, the greater the degree to which an applicant’s business is not concentrated in residential policies, the more this factor weighs against type three relief.

5. “The reasonableness of assumptions with respect to size, frequency, severity, and path of hurricanes.”

a. Legislative Intent. It was the legislative intent in adopting this provision that the office be authorized to consider the likelihood (i.e., probability) of the hurricane event postulated by the applicant, in evaluating the application for type three relief. The lower the likelihood, the less merit an application has, all other things being equal.

b. Probability; Outside Limits. It is not possible to state whether a hurricane will make landfall in any particular year. However, based on historical experience, it is possible to make informed estimates as to the relative frequency (that is, the likelihood or probability) that a specified hurricane event will make landfall in any particular year in a particular specified length of coast. These estimates will change significantly according to the specific hurricane event postulated (e.g., the more severe the storm, or the larger the storm size, or the more unusual the path, the lower the probability). The office does not believe it was the legislative intent that a single unalterable probability figure be specified as a requirement, as this would assume more precision than may be possible, and ignores the highly fact-specific nature of the matter. However, certain outside limits may be stated and will be observed by the office. It would be extremely unusual that an applicant postulating a hurricane event with a probability of .05 (five percent) or less in any one year, would be found to be postulating a hurricane event which satisfies this element of an alleged unreasonable risk of insolvency. Although the office does not absolutely foreclose the possibility, the office is unable as of the adoption of this rule to envision criteria such as would make such a hurricane event an acceptable element for type three relief. At the other end of the spectrum, a hurricane event with a .25 probability (25 percent) will usually suffice as satisfying the hurricane event element. Within those outside limits, the sufficiency of the probability of the hurricane event must necessarily be determined on a case-by-case basis. Note that the likelihood of the hurricane event is just one element to be weighed in evaluating an unreasonable risk of insolvency.

c. In stating the above outside probability limits, the office is mindful that it is generally not feasible to project probability for specific point landfalls, and even if it were feasible, few if any hurricane events would even begin to rise to the .05 probability under so strict an approach. Therefore as a practical matter, most applicants must show that the hurricane event they postulate has a specified probability of occurring in a given length of coastline, and that their loss projection will be satisfied regardless of where within that length of coast the specified event makes landfall. A method of demonstrating this which the office will accept is for the applicant to establish the required likelihood of its postulated hurricane event along 50 nautical miles of smoothed coastline, and then postulating three hurricanes landfalls within that 50 miles of coast, with all three hurricane events being exactly identical except that their projected paths (all of which are exactly parallel to one another) are each successively 15 miles north of the preceding path. Although conceptually the preceding does not prove that any landfall within that interval will cause the losses, the office will accept this method as sufficient.

d. Sensitivity of Postulated Losses to Path Variation. In using the methodology described in sub-subparagraph c., immediately above, it is critical that the hurricanes be: identical; on exactly parallel paths; at equally spaced intervals; and that the paths not be placed too far apart or too close together (15 miles being a separation the office will accept). If the storms are projected along non-parallel paths, or have unequal separations, or are otherwise not identical, it indicates that random occurrence of the storm within the chosen interval will not produce the postulated losses, and instead that one of several specific hurricane events is required to occur, to generate the losses postulated by the applicant. While applicants are free to make the later postulation in their application, the probability that one of three different specific hurricane events will occur in any one year may be significantly different from the probability of occurrence of one postulated hurricane event occurring anywhere within the specified length of coast.

e. Notwithstanding any other indication to the contrary in this rule, applicants may postulate as many, and as many different, hurricane events as they desire. Furthermore, notwithstanding the use of the term “landfall” within this rule, applicants are free to postulate hurricanes that do not make landfall but pass near to Florida’s coast. However, applicants may not rely on hurricane events they do not expressly postulate in the application, and for every hurricane event they postulate in the application, they must separately complete the entire set of responses to the questions set out below for type three applications.

f. Authoritative References. The office will accept as valid and authoritative, and applicants may utilize without further proof, the probability analysis and methods, and probabilities, used or set forth in the following references: “Hurricane Climatology For the Atlantic and Gulf Coast of the United States,” National Oceanic and Atmospheric Administration Technical Report NWS 38, April 1987 (by Ho, Su, Hanevich, Smith, and Richards); and “Atlantic Hurricane Frequencies Along the U.S. Coastline,” National Oceanic and Atmospheric Administration Technical Memorandum NWS SR-58, June 1971 (by Simpson and Lawrence). The office will also accept without further proof assertions directly supported by the following publications: “Meteorological Criteria and Standard Project Hurricane and Probable Maximum Hurricane Windfields, Gulf and East Coasts of the United States,” NOAA Technical Report NWS 23 (Sept 1979); “Atlantic Hurricanes,” by Dunn and Miller (1964); and “Some Climatological Characteristics of Hurricanes and Tropical Storms, Gulf and East Coasts of the United States,” NOAA Technical Report NWS 15 (May 1975). Listing of the above-referenced works shall not be understood as excluding the use of other treatises or papers where shown to be authoritative. The office may in particular cases use other authoritative sources of hurricane probability data, methodology, and conclusions. Likewise, applicants may at their choice use other sources and methods of probability determination and conclusions, but the office reserves the right to challenge the validity of same. The office will analyze postulated hurricanes primarily under the Saffir/Simpson Hurricane Scale, as that scale is presented in Table 5 on page 30 of “Tropical Cyclones of the North Atlantic Ocean, 1871-1986,” National Oceanic and Atmospheric Administration, Historical Climatology Series S-2 (1987, reprinted 1990), and which is hereby adopted and incorporated by reference. Published probability factors will be adjusted by the office to reflect any unique or unusual aspects to the hurricane event postulated by the applicant. For example, if the applicant postulates an otherwise typical category three hurricane event (Saffir-Simpson Scale), but postulates a radius of maximum winds of 50 miles, this may decrease the probability of that hurricane event from the probability in published sources for category three storms.

g. Worst Case Scenarios. Applicants who pose “worst case” scenarios will be required to accept the accompanying probability of that event.

h. The assumptions as to size, severity, path, and frequency must be reasonable both as to each criterion individually, and to the criteria collectively. That is, not only must each criterion be realistic, but it must be reasonable to assume that they would combine as postulated.

i. Unreasonable assumptions will, where possible, be altered by the office to the point where they are reasonable and realistic. If they then support type three relief, the relief will be approved. However, if there is not sufficient information in the application to determine whether type three relief is merited, the application will be denied.

j. “Size.” This criterion requires consideration of the postulated hurricane’s width or diameter over which there are damaging hurricane winds or rain, and related matters such as eye width and radius of maximum winds.

k. “Frequency.” This criterion requires consideration of the reasonableness of the interval in years, that is return period, at which the hurricane event postulated by the applicant is expected to occur and make landfall as postulated by the applicant.

l. “Severity.” This criterion requires both detailed consideration of the reasonableness of all the destructive characteristics of the postulated hurricane, and the severity of damage caused by those characteristics. Destructive characteristics of the hurricane include maximum sustained windspeed; maximum gust windspeed; the postulated windspeed gradients; barometric pressures; the forward speed of the hurricane; the amount and distribution of rainfall; storm surge and flooding and the impact that may have on projected losses; and the speed and pattern with which the hurricane looses force. Severity of damage requires consideration of such factors as: local conditions that can affect the severity of the event; the number, terms of coverage, amounts of coverage, and physical distribution of insured properties; and susceptibility of insured properties to damage from the hurricane event postulated.

m. “Path.” This criterion requires consideration of the reasonableness of the overall path the hurricane is postulated to take to do the damage claimed by the applicant. The criterion includes the number of sharp turns projected; projected reverses of course; the angle at which the hurricane hits the coast; and the effect of the angle on damage.

6. “The Reinsurance Available to the Insurer.” The office interprets the legislative intent in this criterion to be that applicants are expected to have availed themselves of all reasonably available reinsurance which would totally or partially alleviate excessive catastrophe exposure, before seeking the more extreme relief of cancellation or non-renewal of policyholders; and that failure to have done so weighs adversely to approval of an application for type three relief. This criterion authorizes a thorough inquiry by the office into all aspects of the applicant’s reinsurance affairs.

7. “The extent to which the insurer’s assets have been voluntarily transferred by dividend or otherwise from the insurer to its stockholders, parent companies, or affiliated companies since May 19, 1993.” The office interprets the legislative intent in this criterion to be removal of incentive on the part of insurance company management and investors to “protect” their surplus (which is in fact and law the policyholder’s surplus), by in effect transferring it out of the applicant, to the detriment of policyholders which the applicant thereafter seeks to cancel or non-renew pursuant to an application for type three relief. The legislature has eliminated this incentive by authorizing an offset against relief otherwise merited, to the extent such transfers have taken place. The office applies a liberal and wide-reaching interpretation to the term “affiliated,” and finds that it includes all entities which, directly or indirectly, have a five percent or more ownership interest in the applicant or in which the applicant has a five percent or more ownership interest, or where, regardless of level of ownership interest, the applicant and the other entity are or were under direct or indirect common control or otherwise materially related whether by common management, contract relationship, or otherwise. The office applies a liberal and wide-reaching interpretation to the phrase “assets have been voluntarily transferred by dividend or otherwise,” to include direct transfers, loans, investments, forgiveness of debts, guaranty of others debts, or the entering into of contracts with affiliated entities on terms unfair or commercially unreasonable to the applicant.

8. “Potential Recoveries from the Florida Hurricane Catastrophe Fund.” Applicants are required to offset against projected hurricane losses the reasonably estimated recoveries from the catastrophe fund established pursuant to Section 215.555, Florida Statutes. Insurers shall assume that the catastrophe fund functions as contemplated in the statute and is able to timely pay its obligation to the applicant in the event of the catastrophe.

(c) Implementation of Type Three Relief. Applicants are required, at the time they apply for type three relief, to specify in detail how they intend to implement the relief if approved and specifically address policyholder longevity, the use of voluntary incentives to accomplish the exposure reduction, and geographic distribution of risks. Applicants are required to give effect to the implementation criteria specified in Section 627.7013(2)(a)2.b., Florida Statutes. Even where type three relief may otherwise be merited, the office will not approve such relief if the applicant does not specify in the application how it will give effect to the statutory implementation criteria.

1. “Policyholder Longevity.” This criterion generally requires that, within the geographic area in which the reduction is to take place, policyholders be chosen for non-renewal or cancellation according to how long they have been insured with the applicant. Thus, those having been insured for a shorter length of time should be canceled or non-renewed before those insured for a longer period, while those having held their policies the longest should have the least chance of being subjected to cancellation or non-renewal.

2. “The Use of Voluntary Incentives to Accomplish the Exposure Reduction.” This criterion requires that the applicant, prior to making unilateral choices as to which policyholders will be canceled or non-renewed, will attempt by voluntary incentives to persuade policyholders in the area where the exposure reduction is authorized, to cancel or non-renew their coverage, or renew without windstorm coverage. The incentives will frequently be of a financial nature, such as offers to pay all or a portion of the policyholder’s first premium with the new insurer; or cash payments to the insured. In all instances wherein a policy is canceled pursuant to type three relief, unearned premium will be refunded on a fully pro-rata basis, and not “short-rated.” Applicants are encouraged to submit with their application innovative incentives proposals for consideration by the office, and the office will work closely with the applicant to attempt to find an acceptable incentive program.

3. “Geographic distribution.” When making unilateral choices as to which policyholders to cancel or non-renew, applicants must affirmatively assure that the adverse impact is spread proportionately throughout the territory on which they have based their application. For example, if the applicant based its application for type three relief on its exposure in Dade and Broward counties, then the exposure reduction should be geographically dispersed throughout those counties in the same relative proportion that the policyholders are spread throughout the counties. Thus in the preceding example, the applicant should not put a disproportionate number of cancellations or non-renewals within one mile of the coast unless that matches the policy distribution in those counties.

(d) Questions and Answers for Type Three Relief. Applicants for type three relief must provide the detailed information listed below on at least one hurricane event which they postulate as posing an unreasonable risk of insolvency. Applicants may not rely on hurricane events they have not specifically postulated in the application. If the applicant desires to postulate more than one hurricane event that it asserts will pose an unreasonable risk of insolvency, it shall answer each of the questions below separately for each hurricane event, where the set of answers for the first hurricane event is numbered, for example, R1.-(1), R2.-(1), R3.-(1); for the second hurricane event is R1.-(2), R2.-(2), R3.-(2), and so forth. All questions must be answered even if the answer is that the question is “not applicable.” Note, however, that applicants are cautioned that making unilateral decisions that certain questions are not relevant or are objectionable, exposes applicant to summary denial for incomplete application. Unless specified otherwise, “landfall” refers to the hurricane’s Florida landfall or passing close to Florida’s coast. As to hurricanes that are postulated to pass close to, but not over, Florida land, the phrase “at landfall” should be read to mean the point in time and location when the applicant postulates the hurricane to be causing the most loss to the applicant’s insured properties. If any applicant postulates a hurricane making more than one landfall (i.e., it crosses the Florida peninsula, goes back out over water, then makes another landfall causing losses to the applicant), then whenever in the questions below information is required as of or in relation to “landfall,” the applicant shall answer that question twice, once for the first landfall, and again for the subsequent landfall, clearly labeling the respective answers, for example, “Miami Landfall” and “Pensacola Landfall.”

1. Path. Note that the office recognizes that some of these maps may require oversized paper.

a. R1. Provide a single map drawing of the entire postulated storm track from the point 200 miles before the postulated hurricane makes a Florida landfall, to the point where the applicant postulates that the hurricane ceases causing significant losses to the applicant. The map shall show all pertinent landmasses, such as Florida; Caribbean Islands; and Cuba. The map shall use a scale of approximately 1'' = 125 statute miles and shall state the actual scale used.

b. R2. Provide a map of Florida, at a scale not smaller than approximately 1'' = 40 statute miles (and stating the scale in miles per inch on the map), showing on the map for all areas within 50 miles on the right side of the postulated storm path and 25 miles to the left of the storm track (when looking forward along the storm track in the direction of storm movement), all county lines, and all incorporated city borders for cities of population of over 25,000 and all interstate highways (e.g., I-75), and showing by dotted line the entire postulated storm track while the hurricane is over Florida, and noting thereon the postulated hurricane eye location at hourly intervals.

c. R3. For each metropolitan statistical area (MSA) or consolidated metropolitan statistical area (CMSA) which the eye of the applicant’s postulated hurricane passes over, provide a separate map, showing the postulated storm track over that MSA or CMSA. For a listing of MSAs and CMSAs, see Appendix II, “Statistical Abstract of the United States, 1990,” published by the United States Office of Commerce, Bureau of the Census. This map shall be a scale of not smaller than approximately 1'' = 5 miles, shall specify the scale in miles per inch on the map, and shall show all areas within the MSA or CMSA that are within 50 miles on either side of the storm track. The map shall show and name all major roads (”major” means more than 2 lanes), and shall show city and county names and borders.

d. R4. Provide a map of the same areas as in the preceding question, using the same or larger scale (and specifying the scale in miles per inch on the map), showing the projected storm track, but also showing the borders of all 5-digit zip code territories that are both entirely or partially within the MSA or CMSA and any part of which is within 50 miles on either side of the postulated storm track. The map shall show the 5 digits of each zip code within that zip code’s borders as depicted on the map. The map need not show roads or city/county lines; if the map shows roads or city/county lines and names, the zip code borders shall be emphasized so as to be clearly discernible.

e. R5. What is the postulated average forward speed of the hurricane over the last 5 hours before it makes a Florida landfall (in mph)?

f. R6. What is the postulated forward speed in mph of the hurricane at landfall?

g. R7. What is the assumed average forward speed in mph of the hurricane at the following time-points after landfall: 5 hours; 10 hours; 15 hours?

h. R8. What is the total time in hours which the applicant postulates the hurricane will be over Florida landmass?

i. R9. What is projected diameter of the postulated hurricane’s eye at landfall?

2. Sustained Windspeeds. All questions relating to windspeed refer to surface level winds.

a. R10. What is the hurricane’s maximum assumed one-minute sustained windspeed (in mph) at landfall?

b. R11. What is the hurricane’s maximum assumed one-minute sustained windspeed (in mph) at each of the following time-points after landfall: 5 hours; 10 hours; 15 hours?

c. R12. What is the assumed lowest central barometric pressure in inches at sea level of the postulated hurricane at the time of landfall?

d. R13. What is the assumed lowest central barometric pressure in inches at sea level of the postulated hurricane, at the following time-points after landfall: 5 hours; 10 hours; 15 hours?

e. R14. What is the assumed diameter, in miles, over which one-minute sustained winds of 74 mph or greater are assumed to occur at landfall?

f. R15. What is the assumed diameter, in miles, of the area over which one-minute sustained winds of 74 mph or greater are assumed to occur, at each of the following time points after landfall: 5 hours; 10 hours; 15 hours?

g. R16. What is the assumed radius (R) (in nautical miles) of maximum winds at the time of landfall (where said radius is defined as the radial distance from the hurricane center to the band of highest winds within the hurricane wall cloud, just outside the hurricane eye)?

h. R17. As in the preceding question, but what is the radius of maximum winds at each of the following time-points after landfall: 5 hours; 10 hours; 15 hours?

i.(I) R18. At the assumed time and place the postulated hurricane will be after its eye has traveled its first 10 miles along its assumed track after coming ashore (or, for hurricanes not postulated to come ashore, at that time and location when the storm is postulated to be causing its maximum Florida damage), state the assumed windspeed profile of maximum one-minute sustained windspeeds (in 20 mph intervals) for the hurricane’s right front quadrant. Begin the profile at point “R” (the termination point of the radius of maximum winds), as determined in Chapter 9 in “Meteorological Criteria for Standard Project Hurricane and Probable Maximum Hurricane Windfields, Gulf and East Coast of the United States,” National Oceanic and Atmospheric Administration, Technical Report NWS 23 (1979), which is hereby adopted and incorporated by reference, outward to and including the first full interval wherein maximum one-minute sustained winds are 74 mph or less; and for each sector of that quadrant (where the inner and outer boundaries of each sector correspond to the boundaries of the respective windspeed intervals) of that quadrant, state the applicant’s total estimated residential policy exposure, and the estimated total residential policy losses payable from the hurricane, of properties insured under the applicant’s residential policies within that sector.

(II) The following example shows the expected information and format for the answer to Question R18. All information is of course merely by way of example:

Interval 1: Starting from point “R”, maximum 145 mph one-minute sustained winds will be experienced for 6 miles, with $150 million insured property, and $20 million projected losses, in this quadrant sector;

Interval 2: Starting at mile 6, maximum sustained 105 mph winds for next 5 miles, with $176 million insured property, and $8 million in losses in this sector;

Interval 3: Starting at mile 11, maximum sustained 85 mph winds for next 40 miles, with $421 million in insured property, and $6 million in insured losses in this sector;

Interval 4: Starting at mile 51, maximum 65 mph winds for next 50 miles, with $466 million in insured property, and $3 million insured losses in this sector.

j. R19. Provide three more profiles as in the preceding question, but for each of the other three quadrants of the hurricane, at the same assumed time and place; label each quadrant (e.g., “Right Rear”).

k. For the purpose of the questions in subparagraph 2., the quadrants are labeled as if the applicant were standing in the eye center and looking forward along the assumed future storm track: right front, right rear, left front, and left rear quadrant.

3. Maximum Gust Speed.

a. R20. What is the maximum wind gust speed the applicant postulates at the time of landfall?

b. R21. What is the hurricane’s maximum assumed gust windspeed (in mph) at each of the following points after landfall: 5 hours; 10 hours; 15 hours?

c. R22. State by number of policies and dollars of exposure, the amount of the applicant’s insured residential policy properties located anywhere within 50 miles of the storm track in Florida that the applicant assumes will be subjected to the maximum gust speed (using maximum gust speed as measured at landfall).

d. R23. State by number of policies and dollars of exposure, the amount of the applicant’s insured residential policy properties located anywhere within 50 miles of the hurricane’s track over Florida, that the applicant assumes will be subjected to some wind gust in the range of 1.25 to 1.5 times maximum sustained windspeed (as maximum sustained windspeed is measured at landfall).

e. R24. Do you assume hurricane-related tornado damage?

f. R25. If the answer to Question R24 is yes, what losses (in dollars) does the applicant assume will result from tornado damage?

4. Frequency.

a. R26. What is the applicant’s best estimate of the relative frequency (expressed as “once in every X years”) between hurricane events such as is postulated in the application (e.g., once in 10 years); and what length of coast does the applicant base that frequency on?

b. R27. State the year, the specific landfall date, and the name of the hurricane event (if a named hurricane) for the hurricane event most similar to the one postulated in the application.

c. R28. To the extent known to the applicant, provide the date of landfall, and the name of the hurricane (if a named hurricane), of every actual hurricane which the applicant feels generally supports the reasonableness of the postulated hurricane event’s probability.

5. General.

a. R29. What is the name of the meteorological expert(s) with whom the applicant has consulted in formulating the assumed hurricane event?

b. R30. What category would this postulated hurricane be in, under the Saffir/Simpson hurricane category system?

c. R31. State the month the applicant postulates this storm to make Florida landfall, and whether it is postulated to make that landfall in the first or second half of that month (e.g., first half of September).

6. Rainfall: R32. What is the total rainfall (in inches) the applicant postulates at the point of landfall, in the 24 hour period commencing 12 hours before landfall, and ending 12 hours after landfall?

7. Storm Surge.

a. R33. Does the postulated hurricane scenario assume any storm surge?

b. R34. If the answer to Question R33 is yes, state the assumed time of high tide at the point of landfall, in relation to time of landfall (e.g., high tide is estimated to 2.5 hours before landfall); and state the assumed average height of the storm surge above mean low water along the 5 miles of coast to the right of the hurricane’s landfall looking forward along the storm track.

8. Losses. All losses are net losses unless expressly stated otherwise.

a. R35. What are the projected total net losses from the postulated hurricane, both on residential, commercial, and all other types of coverages, in Florida?

b. R36. What are the projected total net losses from the postulated hurricane, both on residential, commercial, and all other types of coverages, in all other states besides Florida?

c. R37. What are the projected total net losses from the postulated hurricane, arising out of residential policies, in Florida?

d. R38. What are the projected total net losses from the postulated hurricane, arising out of residential policies, in all other states besides Florida?

e. Projected Average Losses. Provide a table showing the following:

(I) Column 1: provide a row for each of the following lines of projected losses in: homeowners; mobilehome owners; condo unit owners; renters and apartment dwellers coverage; farmowners residential coverages.

(II) Column 2: for the line of insurance shown on that row, state the projected average individual property loss payable (i.e., net of deductibles, etc.).

(III) Column 3: for the line on that row, state the projected average individual loss for additional living expenses payable.

(IV) Column 4: for the line on that row, state the total projected average individual loss payable (the sum of columns 2 and 3 plus any other losses not included in columns 2 and 3).

f. R40. In the data shown throughout these responses, state whether any adjustments have been made to the number of policies per five digit zip code, to compensate for assumed errors in property location as shown by the zip code associated with that property in your records as compared to actual property location. See sub-subparagraph (10)(b)2.d., above. If the answer is yes, so state and answer Questions R40.1 through R40.6, below.

g. R40.1. Is the adjustment based on the application by the applicant’s employees of statistical analysis methods to a randomly drawn sample of the applicant’s policies?

h. R40.2. For all zip codes postulated to be affected by the hurricane, state the net average percent by which the applicant increased (+) or decreased (-) the number of policies per zip code, over what would be shown by rote and unadjusted review of zip codes as shown in the applicant’s records.

i. R40.3. Did the applicant apply a single adjustment factor to all zip codes, or did the applicant use different adjustments for different zip codes?

j. R40.4. What was the overall average gross error rate found by the applicant’s inquiry?

k. R40.5. What was the overall average net error rate found by the applicant’s inquiry?

l. R40.6. Explain and describe the method by which the applicant derived the adjustment factor (e.g.: describe how the sample was drawn, addressing the assurance of random selection of sample; what was the universe from which the sample was drawn; date sample was drawn; size of sample; standard deviation of error rates derived).

m. R41. Provide a six column table entitled “Projected Net Losses By Zip Code,” listing in the left column every 5 digit Florida zip code in which applicant postulates hurricane losses from the postulated hurricane, and for each zip code, state the dollar amount for applicant’s projected insured residential policy net losses in that 5 digit zip code, broken out in columns from left to right as follows:

(I) The aggregate total of sub-sub-subparagraphs (II) through (V), below. Label this column “TOT”;

(II) Losses arising under homeowners coverages. Label this column “HO”;

(III) Losses arising under mobilehome owners coverages. Label this column “MHO”;

(IV) Losses arising under condo unit owners coverages. Label this column “CUO”;

(V) All other residential losses in that zip code which applicant counts towards the alleged unreasonable risk of insolvency under this application and which are not included in sub-sub-subparagraphs (II) through (IV), above. Label this column “OTHER”.

n. R42. Provide a six column table entitled “Projected Net Losses By County,” listing in the left column every Florida county in which the applicant postulates hurricane losses from the postulated hurricane, and for each county, state the dollar amount for applicant’s insured residential policy losses in that county, broken out in columns from left to right as follows:

(I) The aggregate total of sub-sub-subparagraphs (II) through (V), below. Label this column “TOT”;

(II) Losses arising under homeowners coverages. Label this column “HO”;

(III) Losses arising under mobilehome owners coverages. Label this column “MHO”;

(IV) Losses arising under condo unit owners coverages. Label this column “CUO”;

(V) All other residential losses in that zip code which applicant counts towards the alleged unreasonable risk of insolvency under this application and which are not included in sub-sub-subparagraphs (II) through (IV), above. Label this column “OTHER”.

o. R43. What have been applicant’s Florida catastrophe net losses in each of the last 10 years (where “catastrophe” is defined as any event that has been assigned a catastrophe event number by the Property Claims Service of New Jersey).

p. R44. Do the applicant have in force at this time any residential policies in Florida that do not have windstorm coverage?

q. R45. If the answer to Question R44 is yes, then list every county in Florida where the applicant has in force residential policies that do not have windstorm coverage.

r. R46. Concerning every county in which the applicant postulates net losses from the postulated hurricane, state the number and percentage (as a percent of total residential policies in that county) of residential policies in that county which are currently written without windstorm coverage.

s. R47. Do any of the applicant’s policies under which the applicant postulates hurricane losses in this application, have flood coverage wherein the flood risk is carried by the applicant, that is, that the flood risk is not part of national flood insurance program?

t. R48. State, as a percentage of the applicant’s postulated total net losses on residential policies from the postulated hurricane event, what percent the applicant postulates to be from direct wind damage and from water damage caused by rain entering the structure through openings caused by wind damage.

u. R49. State in dollars the projected total loss adjustment expense from the postulated hurricane event.

v. R50. What were the applicant’s total net losses on residential policies in Florida from Hurricane Andrew?

w. R51. What were the applicant’s total loss adjustment expenses in Florida, on residential policies in Florida, on losses arising from Hurricane Andrew?

x. R52. Concerning projected total gross losses under Florida residential policies under the applicant’s postulated hurricane event, state in dollars: How much are direct losses; and how much are assumed losses; and how much are ceded losses.

y. R53. Provide a table showing every other state in which the applicant postulates losses as a result of the postulated hurricane event, and the amount of net losses postulated for each such state.

9. Desired Relief.

a. R54. What is the applicant’s estimated statewide total aggregate Florida residential policy exposure in dollars at the time of this application?

b. R55. What is the applicant’s estimated statewide total number of Florida residential policies in force at time of this application?

c. R56. What is the applicant’s estimated worldwide (including Florida) total aggregate residential policy exposure in dollars at time of this application?

d. R57. What is the applicant’s estimated worldwide (including Florida) total number of residential policies in force at time of this application?

e. R58. Provide a table entitled “Number of Residential Policies in Affected Counties,” showing every county in which the applicant postulates losses from the postulated hurricane, showing the applicant’s best estimate of the following as of the date of this application:

(I) Column 1: Name of the county. Label this column “COUNTY”.

(II) Column 2: Aggregate number of residential policies in this county (should equal sum of following columns). Label this column “TOT”.

(III) Column 3: Number of homeowners policies in this county. Label this column “HO”.

(IV) Column 4: Number of mobilehome owners policies in this county. Label this column “MHO”.

(V) Column 5: Number of condo unit owners policies in this county. Label this column “CUOs”.

(VI) Column 6: Number of all other types of residential policies in this county not included in sub-sub-subparagraphs (III) through (V), above. Label this column “OTHER”.

f. R59. State the total aggregate amount of reduction in dollars of Florida residential policy property exposure that the applicant desires to make pursuant to this application.

g. R60. State the total aggregate number of Florida residential policies that the applicant desires to cancel or non-renew pursuant to this application.

h. R61. State in dollars the amount of Florida residential policy property exposure which the applicant believes it could carry without an unreasonable risk of insolvency.

i. R62. Provide a six column table, entitled “Desired Exposure Reduction in Dollars, By Zip Code,” in which the columns are, from left to right, as follows:

(I) Column 1: Each Florida five digit zip code in which the applicant desires to cancel and/or non-renew residential policies pursuant to this application. Label this column “ZIP”;

(II) Column 2: For the zip code on that row, the aggregate total amount of reduction of residential policy exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal (that is, the sum of Columns (III) through (VI)). Label this column “TOT”;

(III) Column 3: For the zip code on that row, the total amount of reduction of homeowners exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal. Label this column “HO”;

(IV) Column 4: For the zip code on that row, the amount of reduction of mobilehome owners exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal. Label this column “MBH”;

(V) Column 5: For the zip code on that row, the amount of condo unit owners exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal. Label this column “CUO”;

(VI) Column 6: For the zip code on that row, the balance of residential policy exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal, and which are not already included in Columns (III) through (V). Label this column “OTHER”.

j. R63. Provide a six column table, entitled “Desired Exposure Reduction in Number of Policies, By Zip Code,” in which the columns are, from left to right, as follows:

(I) Column 1: Each Florida five digit zip code in which applicant desires to cancel and/or non-renew residential policies pursuant to this application. Label this column “ZIP”;

(II) Column 2: For the zip code on that row, the aggregate total number of residential policies of all types, which the applicant desires to cancel and/or non-renew pursuant to this application (that is, the sum of Columns (III) through (VI));

(III) Column 3: For the zip code on that row, the number of homeowners policies that the applicant desires to cancel and/or non-renew pursuant to this application. Label this column “HO”;

(IV) Column 4: For the zip code on that row, the number of mobilehome owners policies that the applicant desires to cancel or non-renew pursuant to this application. Label this column “MBH”;

(V) Column 5: For the zip code on that row, the number of condo unit owners policies that the applicant desires to cancel and/ or non-renew pursuant to this application. Label this column “CUO”;

(VI) Column 6: For the zip code on that row, the balance of number of residential policies which applicant desires to cancel and/or non-renew pursuant to this application, and which policies are not already included in Columns (III) through (V). Label this column “OTHER”.

k. R64. Provide a six column table, entitled “Desired Exposure Reduction in Dollars, By County,” in which the columns are, from left to right, as follows:

(I) Column 1: Each Florida county in which the applicant desires to cancel and/or non-renew residential policies pursuant to this application. Label this column “COUNTY”;

(II) Column 2: For the county on that row, the aggregate total amount of reduction of residential policy exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal (that is, the sum of Columns (III) through (VI)). Label this column “TOT”;

(III) Column 3: For the county on that row, the total amount of reduction of homeowners exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal. Label this column “HO”;

(IV) Column 4: For the county on that row, the amount of reduction of mobilehome owners exposure, in dollars, that the applicant desires to achieve by cancellation and/or non-renewal. Label this column “MBH”;

(V) Column 5: For the county on that row, the amount of condo unit owners exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal. Label this column “CUO”;

(VI) Column 6: For the county on that row, the balance of residential policy exposure, in dollars, that applicant desires to achieve by cancellation and/or non-renewal, and which are not already included in Columns (III) through (V). Label this column “OTHER”.

l. R65. Provide a six column table, entitled “Desired Exposure Reduction in Number of Policies, By County,” in which the columns are, from left to right, as follows:

(I) Column 1: Each Florida county in which the applicant desires to cancel and/or non-renew residential policies pursuant to this application. Label this column “COUNTY”;

(II) Column 2: For the county on that row, the aggregate total number of residential policies of all types, which the applicant desires to cancel and/or non-renew pursuant to this application (that is, the sum of Columns (III) through (VI));

(III) Column 3: For the county on that row, the number of homeowners policies that the applicant desires to cancel and/or non-renew pursuant to this application. Label this column “HO”;

(IV) Column 4: For the county on that row, the number of mobile home policies that the applicant desires to cancel or non-renew pursuant to this application. Label this column “MBH”;

(V) Column 5: For the county on that row, the number of condo unit owners policies that the applicant desires to cancel and/or non-renew pursuant to this application. Label this column “CUO”;

(VI) Column 6: For the county on that row, the balance of number of residential policies which applicant desires to cancel and/ or non-renew pursuant to this application, and which policies are not already included in Columns (III) through (V). Label this column “OTHER”.

m. R66. Describe any reductions in exposure, made or in process, in other coastal states, to respond to the same dangers and over-concentration in those other states as was exposed by Hurricane Andrew. Specify the states and within each state, specify dollar amounts of exposure reduction, numbers of policies, and types of policies.

10. Financial: Current Surplus.

a. R67. Is the applicant’s most recent quarterly financial report as filed with this office still substantially correct as of the date of this application?

b. R68. State the applicant’s worldwide policyholder’s surplus for the most recent date known to the applicant, and state the “as of” date for that surplus figure.

c. R69. State the applicant’s estimated worldwide policyholder’s surplus as of the date of this application.

d. R70. List every stock dividend paid, or declared but not yet paid, since May 19, 1993.

e. R71. List every loan made or co-signed or guaranteed, debts forgiven, investments made, or other transfer or pledging of the applicant’s assets, in cash or any other form, or agreement to do any of those things, in, to or for the benefit of any affiliated entity, since May 19, 1993. For the purposes of this question, “affiliated entity” means any person or entity which the applicant, directly or indirectly, owns a five percent or more interest in, or which owns a five percent or more interest in the applicant. For each such transaction, state:

(I) The date it was accomplished or if not yet accomplished the date it was agreed to by the applicant;

(II) The dollar amount or dollar value of what was transferred or guaranteed or undertaken by applicant;

(III) The identity of the payee or beneficiary of the transaction;

(IV) Any consideration to the applicant in return for the transaction;

(V) The reason for the transaction.

f. R72. Specify every residential policy rate filing the applicant has made with this office since August 23, 1992. For each such filing, state: the date of the filing; the catastrophe portion of the rate as a percentage of the rate; what percentage increase in rates was indicated as justified as stated in the filing; what percentage rate increase the filing actually requested; what percentage rate increase was approved (or a statement that the filing is still under review within the office); and the date of approval (or the status of the filing as of this application).

g. R73. State what if any plans the applicant has for further rate increases affecting Florida residential policies.

h. R74. Has the applicant maintained the catastrophe reserves required by Section 627.062(2)(d), Florida Statutes?

i. R75. Provide a table entitled “Catastrophe Premiums Accounting,” as follows:

(I) Column 1: Make a row entry in this column for each of the following years: 1988, 1989, 1990, 1991, 1992. Label this column “YEAR”.

(II) Column 2: For the year on each row, if any of the applicant’s residential policy rates then in use in Florida expressly included, as filed with this office, any catastrophe portion or loading, state the aggregate dollar amount of all such catastrophe premiums received during that year. Label this column “TOT RECD”.

(III) Column 3: Of the amount in Column 2 for each row, state the amount that has been paid for catastrophe claims. Label this column “CLAIMS PD”.

(IV) Column 4: Of the amount in column 2 for each row, state the amount that has been paid for catastrophe reinsurance. Label this column “REINS. PD”.

(V) Column 5: State the balance of catastrophe premiums on hand for each row (column 2 minus (column 3 plus column 4). Label this column “BAL”.

j. R76. On the assumption that the postulated hurricane were to strike during the period of moratorium phaseout, provide answers to the following concerning federal income tax effects:

(I) Would the applicant anticipate an operating loss for tax purposes, in the year of the landfall?

(II) What is the estimated size in dollars of the operating loss for tax purposes?

(III) Does the applicant (or any entity applicant is affiliated with for tax purposes and against whose operating gains in prior years applicant’s operating loss could be carried back to) have operating gains in prior years which the operating loss could be carried back and applied to?

(IV) If the answer to the preceding question was yes, state the range in which the applicant estimates a tax refund might be (e.g., between $3 million and $4 million).

11. Financial: Reinsurance.

a. R77. Describe in separate paragraphs below each current catastrophe reinsurance treaty the applicant has in place, to include the name of each reinsurer, the treaty terms with that reinsurer, how long that treaty has been in effect, and all direct and indirect costs of that reinsurance treaty.

b. R78. Provide a similar description of the applicant’s catastrophe reinsurance program as it existed on August 23, 1992.

c. R79. Summarize the changes in amount and cost of catastrophe reinsurance encountered by the applicant since August 24, 1992.

d. R80. Describe the applicant’s current working layer (i.e., non-catastrophe) reinsurance program, to include the name of each reinsurer, the treaty terms with that reinsurer, how long that treaty has been in effect, and all direct and indirect costs of that reinsurance.

e. R81. Provide a similar description of the applicant’s working layer of reinsurance program as it existed on August 23, 1992.

f. R82. Specify by year what the applicant’s annual reinsurance collections have been over each of the last years?

g. R83. Name all reinsurance brokers or consultants the applicant has utilized in the last 12 months, and state what treaty they assisted on.

h. R84. Describe what efforts the applicant has undertaken in the last 18 months to obtain additional catastrophe reinsurance.

12. Implementation.

a. R85. Describe all alternatives to type two relief which the applicant has considered, and for each, specify why it was rejected.

b. R86. Specify all steps the applicant has taken to minimize stress, disruption, misunderstanding, inconvenience, and avoidable lapses in property coverages for policyholders being canceled or non-renewed.

c. R87. If type three relief is approved, describe in detail how the applicant will implement the cancellations or non-renewals, being sure to address expressly how the applicant will recognize and address policyholder longevity, voluntary incentives, and geographic disruption.

Specific Authority 624.308(1), 627.7013(2)(b) FS. Law Implemented 624.307(1),(2),(3),(4), 624.315, 624.408, 624.424(6), 626.9541(1)(x), 627.062(2)(d), 627.4133, 627.7013 FS. History–New 6-7-95, Formerly 4-141.021.

