M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2007

By:

Represent atives Formby, Upshaw, Guice, To: Insurance

Janus, Patterson, |shee, Zuber, Pal azzo,
Fredericks, Wells-Smth

OCO~NOUITRARWNE

HOUSE BI LL NO. 1428

AN ACT TO REVI SE THE LAWS CREATI NG THE M SSI SSI PPI W NDSTORM
UNDERWRI TI NG ASSOCI ATI ON; TO AMEND SECTI ON 83-34-1, M SSI SSI PP
CODE OF 1972, TO DEFI NE CERTAIN TERMS, TO AMEND SECTI ON 83- 34- 3,

M SSI SSI PPI CODE OF 1972, TO REVI SE THE ORGANI ZATI ONAL STRUCTURE
OF THE ASSCOCI ATI ON; TO CREATE SECTI ON 83-34-4, M SSI SSI PPl CODE OF
1972, TO REQUI RE ALL BROKERS FOR NONADM TTED | NSURERS TO COLLECT
AND REM T TO THE ASSCCI ATI ON A NONADM TTED | NSURER FEE; TO AMEND
SECTI ON 83-34-5, M SSI SSI PPI CODE OF 1972, TO REVI SE THE POVERS OF
THE ASSCCI ATI ON; TO AVEND SECTI ON 83-34-7, M SSI SSI PPl CODE OF
1972, TO REVI SE THE MEMBERSH P OF THE BOARD OF DI RECTORS; TO AMEND
SECTI ON 83-34-9, M SSI SSI PPI CODE OF 1972, TO PROVI DE FOR
ASSESSABLE | NSURER PARTI Cl PATI ON; TO CREATE SECTI ON 83- 34- 10,

M SSI SSI PPl CODE OF 1972, TO AUTHORI ZE THE ASSOCI ATI ON, W TH
CONSENT OF THE COWM SSI ONER OF | NSURANCE, TO LEVY REGULAR
ASSESSVENTS AGAI NST ASSESSABLE | NSURERS UPON CERTAI N EVENTS; TO
AMEND SECTI ON 83-34-11, M SSI SSI PPI CODE OF 1972, TO DI RECT THE
COMM SSI ONER OF | NSURANCE TO | MPLEMENT A SURCHARGE ON ALL PROPERTY
AND CASUALTY PREM UMS STATEW DE | N ORDER TO RECOVER REGULAR
ASSESSVENTS AND REI MBURSE ASSESSABLE | NSURERS; TO CREATE SECTI ON
83-34-12, M SSI SSI PPl CODE OF 1972, TO PROVI DE FOR DEFERRAL OF A
REGULAR ASSESSMENT BY ORDER OF THE COWM SSI ONER OF | NSURANCE;, TO
AMEND SECTI ON 83-34-13, M SSI SSI PPI CODE OF 1972, TO REVI SE THE
REQUI RED CONTENTS OF THE ASSOCI ATI ON'S PLAN OF OPERATI ON, TO AMEND
SECTI ON 83-34-15, M SSI SSI PPl CODE OF 1972, TO REVI SE THE PROCESS
FOR APPLI CATI ON FOR COVERAGE; TO AMEND SECTI ON 83-34-17,

M SSI SSI PPI CODE OF 1972, TO AMEND I N CONFORM TY W TH OTHER
PROVI SI ONS; TO AMEND SECTI ON 83-34-19, M SSI SSI PPl CODE OF 1972
TO REVI SE THE PROCESS FOR APPEAL OF DECI SI ONS MADE BY THE
ASSOCI ATI ON OR COWM SSI ONER OF | NSURANCE;, TO AMEND SECTI ON
83-34-21, M SSISSI PPl CODE OF 1972, IN CONFORM TY W TH OTHER
PROVI SI ONS; TO AMEND SECTI ON 83-34-23, M SSI SSI PPl CODE OF 1972
TO PROVI DE | MMUNI TY FROM LI ABI LI TY FOR THE ASSOCI ATI ON AND THE
COMM SSI ONER OF | NSURANCE; TO BRI NG FORWARD SECTI ON 83- 34- 25,

M SSI SSI PPl CODE OF 1972, FOR PURPCSE OF AMENDMVENT; TO AMEND
SECTI ON 83-34-27, M SSI SSI PPl CODE OF 1972, TO AUTHORI ZE THE

EXAM NATI ON OF DATA AND PAYMENTS OF ASSESSABLE | NSURERS AND
BROKERS FOR NONADM TTED | NSURERS; TO BRI NG FORWARD SECTI ON
83-34-29, M SSI SSI PPl CODE OF 1972, FOR PURPCSE OF AMENDMENT; TO
CREATE SECTI ON 83-34-31, M SSI SSI PPI CODE OF 1972, TO AUTHORI ZE
THE ASSCOCI ATI ON TO | SSUE BONDS AND ENTER | NTO LOANS; TO CREATE
SECTI ON 83-34-33, M SSI SSI PPl CODE OF 1972, TO PROVI DE FOR A
SURCHARGE FOR EXCESS HURRI CANE LOSSES; TO CREATE SECTI ON 83- 34- 35,
M SSI SSI PPl CODE OF 1972, TO DI RECT THE COWM SSI ONER OF | NSURANCE
TO APPROVE ASSOCI ATI ON RATES AT LEAST ADEQUATE TO FUND ANNUAL

REI NSURANCE ABOVE A CERTAI N RESERVE; AND FOR RELATED PURPOSES

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI
SECTION 1. Section 83-34-1, M ssissippi Code of 1972, is

anended as foll ows:
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83-34-1. In this chapter, unless the context otherw se
requires:
(a) "Essential property insurance"” neans insurance

against direct loss to property fromthe risk of w ndstorm and

hail in the nmanner as defined and limted in the standard real

property and contents insurance forns approved by the

conm ssioner. Essential property insurance shall not include

coverage for any |oss other than the actual cash val ue of the

structure and contents. Essential property insurance includes

buil ders risks coverage. The extent of risk covered, the insuring

| anguage and the exclusions are all subject to approval by the

comm ssioner. Policies, rules and rates shall be filed with the

comm ssioner in the manner provided for insurance conpani es.

(b) "Association" nmeans the M ssissippi Wndstorm
Underwiting Associ ation established pursuant to the provisions of
this chapter.

(c) "Plan of operation" neans the plan of operation of
t he associ ation approved or promul gated by the * * * comm ssi oner
pursuant to the provisions of this chapter.

(d) "lInsurable property" means * * * real property, and

contents therein when requested, at fixed | ocations in the coast

area * * * which property is determ ned by the association * * *

to be in an insurable condition and ot herwi se neet the

underwriting requirenents of the association. * * * Any one- or

two-famly dwelling built, rebuilt, altered or renodeled in

conpliance with the applicable building codes, including * * *

design-wind requirenents, that is not otherw se rendered

uni nsurabl e by reason of use, occupancy or state of repair, shal
be an insurable risk * * *. * * * Nei ghborhood area, |ocation and
envi ronnent al hazards beyond the control of the applicant or owner

of the property shall not be considered in determ ning insurable

condition. * * * "lInsurable property” shall not include insurance
on notor vehicles. "lnsurable property” includes nobile hones or
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manuf act ured housing that are affixed in conpliance with

appl i cabl e codes.

(e) "Comm ssioner"” nmeans the I nsurance Comm ssioner of
the State of M ssissippi.

(f) "Coast area" neans Hancock, Harrison, Jackson,
Pearl River, Stone and CGeorge Counti es.

(g) (i) "Net direct premuns,"” for purposes of

cal cul ati ng percentages of participation for assessable insurers

for the year 2007, nmeans gross direct prem uns, excluding

rei nsurance assuned and ceded, witten on property in this state
for the risk of wndstormand hail * * * |ess return prem uns upon
cancel | ed contracts, dividends paid or credited to policyholders,
or the unused or unabsorbed portion of prem um deposits * * *,

"Net direct prem uns" includes the prem um charge conponent for

the risk of windstormand hail to property in all policies,

including nulti-peril and other policies that package or conbi ne

coverage for other risks. The plan of operation shall prescribe

the portion of premumallocated for the risk of w ndstorm and

hail in multi-peril and other policies that package or conbine
coverage for other risks. "Net direct prem uns" shall not include
farmproperty. "Net direct prem uns" shall not include the

property conponents of notor vehicles and ot her nobile property,

but includes premuns for the risks of windstormand hail for

nobi | e hones or manuf act ured housi ng.

(i1) "Net direct premuns," for purposes of

cal cul ati ng percentages of participation for assessable insurers

after the year 2007, neans those prem uns reported by the

assessable insurers in their annual statenents to the Departnent

of Insurance that were charged for insurance for any and all risks

on real property and contents in the state. The departnent shal

determ ne which lines of insurance shall be included in the

cal cul ation of net direct premuns. The included |ines may be

changed fromtine to tine in the discretion of the comm ssioner.
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"Net direct premuns"” shall not include premuns for insuring farm

property that are reported tinely to the associ ation as provided

in the plan of operation.

(i1ii1) The comm ssioner is authorized and directed

to provide to the association annual statenents, other reports and

any statistics necessary to provide the informati on herein

requi red and which the conm ssioner is hereby authorized and

enpowered to obtain fromany assessable insurer.

(h) "Farm property" nmeans property used for farm ng

pur poses; however, it shall not include any property used for

dwel I'i ng purposes or any outbuil dings used in connection

therewi t h.

(i) "Losses" includes expenses for the adjustnent and

resolution of clains and operational and ot her general expenses.

(j) "Bonds, loans, lines of credit and indebtedness”

include interest, finance charges, and any and all other costs

associated wth the financing.

(k) "Percentage of participation" for an assessabl e

i nsurer neans the percentage determ ned by dividing the assessabl e

insurers net direct premuns witten in this state in the previous

year, less any credits that the association may allow, by the

aggregate net direct premuns witten in this state by al

assessabl e insurers of the association in the previous year.

(1) "Nonadmtted insurers"” mean those insurance

conpani es defined in Section 83-21-17, and any ot her conpani es and

persons selling insurance on risks in Mssissippi that are not

l'icensed to do business in the State of M ssissippi.

(m "Brokers for nonadmtted i nsurers" neans those

agents defined in 83-21-19.

SECTION 2. Section 83-34-3, M ssissippi Code of 1972, is
anended as foll ows:
83-34-3. (1) There is hereby created the M ssissipp

W ndst orm Underwriting Associ ation, which shall be a separate and
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i ndependent entity as provided for herein * * *. At its option,

the association may i ncorporate. All assets of the association

shall hereinafter belong to and remain with the associati on.

(2) Fromand after the effective date of House Bill No.

, 2007 Regul ar Session, the association shall no | onger have

menbers. Forner "nenbers" of the association shall be "assessabl e

i nsurers” and shall have no rights to the assets and profits of

t he association, but shall have the obligation for regular

assessnents as provided herein. As a condition of its authority

to continue to transact the business of insurance in this state,

any licensed insurer shall be an assessable insurer so long as the

association is in existence. By transacting business in this

state, each such licensed insurer agrees to be bound by the

provisions of this statute and the plan of operation as approved

by the comm ssioner, and all anmendnents and revi sions thereto.

(3) Any licensed insurer first authorized to wite

i nsurance after the effective date of House Bill No. , 2007

Regul ar Sessi on, shall becone an assessable insurer on the first

day of January immediately foll ow ng such authorization. The

determ nation of such insurer's participation in the association

shal | be made based upon witings in the prior year in the sane

manner as for all other assessable insurers of the associ ation.

(4) The prem uns, assessnents, fees, investnment inconme

and ot her revenue of the association are funds received for the

sol e purpose of providing i nsurance coverage, paying clainms for

M ssi ssippi citizens insured by the association, securing and

repayi ng debt obligations issued by the association, and

conducting all other activities of the association, all as

required or permtted by this chapter. Such revenue shall not be

consi dered taxes, fees, licenses or charges for services inposed

by the State of M ssissippi on individuals, businesses, or

agenci es, and shall not be used for other purposes.

H B. No. 1428 *HRO7/ R1234*
07/ HRO7/ R1234
PAGE 5 (BS\HS)



180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195
196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211

(5 It is the intent of the Legislature that the association

be and act as a nonprofit entity. The association shall be free

fromtaxation of every kind by the state and any political

subdi vision or other instrunentality thereof. It is the intent of

the Legislature that the association be tax exenpt fromall taxes,

i ncludi ng federal taxes, and the association is granted the

authority to take those steps necessary to obtain federal tax

exenpt status.

(6) Any debt obligations issued by the association, their

transfer, and the incone therefrom including any profit made on

the sale thereof, shall at all tines be free fromtaxation of

every kind by the state and any political subdivision or other

instrunentality thereof.

(7) In the event of the termnation of the association by

act of the Legislature, or other neans, the assets of the

associ ation shall be applied first to pay all debts, liabilities

and obligations of the association, including the establishnment of

reasonabl e reserves for any contingent liabilities or obligations,

and all remaining assets of the association shall becone property

of the state.

(8) The association is to be run as a private enterprise and

is not subject to the procurenent provisions of Section 31-7-13,

and policies and decisions of the association, including, but not

limted to, decisions relating to incurring debt, |evying of

assessnents, the issuance and sal e of bonds, clains decisions

under association policies, hiring and firing of enployees, and

all services relating to the operation of the association are not

subject to the provisions of Section 25-9-101 et seq. The

association is not required to obtain or to hold a |license or

certificate of authority issued by the comm ssioner or any other

office. The association is not required to participate as a

nmenber insurer of the M ssissippi |Insurance Guaranty Associ ation.
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SECTION 3. The follow ng section shall be codified as
Section 83-34-4, M ssissippi Code of 1972:

83-34-4. (1) Nonadmtted insurers shall not be assessable
insurers of the association. 1In |lieu being an assessable insurer,
all brokers for nonadmtted insurers shall collect and remt to
the association a nonadmtted insurer fee on all prem uns
collected after July 1, 2007, for all insurance witten by such
broker for a policy froma nonadmtted i nsurer for any and al
risks on real property and contents in this state. By procuring
or selling insurance on property in this state froma nonadmtted
i nsurer, each broker for a nonadmtted insurer agrees to be bound
by the provisions of this chapter and to collect and remt the
nonadm tted i nsurer fee provided for herein.

(2) The nonadmtted insurer fee shall be a percentage of the
total policy prem umbut the nonadmtted insurer fee shall not be
considered premumand is not subject to prem umtaxes or
conmm ssions. However, failure to pay the nonadmtted insurer fee
shall be treated the sane as failure to pay premum "Total
policy prem uni includes taxes and comm ssi ons.

(3) The nonadmtted insurer fee percentage shall be set by
the conmm ssioner. Such percentage may be changed fromtine to
time in the discretion of the conm ssioner, but in no event shal
the nonadm tted i nsurer percentage be less than five percent (5%.

(4) Brokers for nonadmtted insurers shall remt the
nonadm tted insurer fee directly to the association on no |ess
than a nonthly basis. 1In addition to the nonadmtted insurer fee
provi ded for herein, brokers for nonadmtted insurers shall also
collect and remit surcharges as provided by this chapter.

SECTI ON 4. Section 83-34-5, M ssissippi Code of 1972, is
amended as foll ows:

83-34-5. The association shall, pursuant to the provisions

of this chapter and the plan of operation, and with respect to
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essential property insurance on insurable property, have the power

on behal f of its assessable insurers:

(a) To issue policies of essential property insurance

on insurable property to applicants;

(b) At its option, and with consent of the

conmi ssioner, to issue policies of related essential property

i nsurance on insurable property to applicants;

(c) To purchase reinsurance for all or part of the

ri sks of the associ ati on;

(d) To levy and collect regular assessnents from

assessabl e i nsurers;

(e) To issue bonds or incur other fornms of

i ndebt edness, including, but not limted to, |oans, |ines of

credit or letters of credit;

(f) To establish underwiting criteria consistent with

the provisions of this chapter and as approved by the

comm ssi oner; and

(g) Al other powers necessary to carry out the

provi sions and intent of this chapter.

SECTION 5. Section 83-34-7, M ssissippi Code of 1972, is
amended as foll ows:

83-34-7. (1) The Board of Directors of the M ssissipp
| nsurance Underwriting Association as presently constituted shal
serve as the tenporary board of directors of the association.
Such tenporary board of directors shall prepare and submt a plan
of operation in accordance with Section 83-34-13 and shall serve
until the permanent board of directors shall take office in
accordance with the plan of operation. The permanent board shal
consist of five (5) representatives of the nenbers to be appointed
by the tenporary board of directors subject to the approval of the
conmm ssioner and three (3) agents fromthe coast area to be

appoi nted by the comm ssioner. The terns of the nenbers of the

board of directors in place before the effective date of House
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Bill No. , 2007 Regul ar Session, shall expire on the effective

date of House Bill No. , 2007 Reqgul ar Sessi on, and such

persons shall cease to serve on the board and shall relinquish al

power and control of the association.

(2) Fromand after the effective date of House Bill No.

, 2007 Requl ar Session, the board of directors of the

associ ation shall consist of seven (7) representatives of the

assessabl e i nsurer conpanies and five (5) agents all to be

appoi nted annually by the conm ssioner to serve during the

follow ng fiscal year of the association. No less than two (2) of

the agent directors shall be appointed fromagents with their

offices in the coast area. No less than two (2) of the agent

directors shall be appointed fromagents with their offices not in

the coast area. On or before the effective day of House Bil

No. , 2007 Regul ar Session, the conm ssioner shall make such

appoi ntnents and request such resignations fromthe existing board

as are appropriate to conply with this section.

(3) The board of directors has the power to act and make

bi ndi ng deci sions on behal f of the association on all issues.

SECTION 6. Section 83-34-9, M ssissippi Code of 1972, is
anended as foll ows:

83-34-9. (1) Al assessable insurers of the association

shal | participate in regular assessnents |evied by the association

based upon their percentage of participation. The association may

al |l ow assessabl e i nsurers of groups of insurers to conbine their

annual net direct prem uns and other data, including data that

supports any incentives that may be allowed by the association, to

the extent that such grouping pronotes the voluntary witing of

essential property insurance in the coast area. Any provisions

for credits and grouping of data shall be prescribed in the plan

of operation.

(2) Al profits of the association shall remain as assets of

t he associ ati on.

H B. No. 1428 *HRO7/ R1234*
07/ HRO7/ R1234
PAGE 9 (BS\HS)




310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328
329
330
331
332
333
334
335
336
337
338
339
340
341
342

(3) The plan of operation may provide financial incentives

or financial penalties, or both, to encourage assessable insurers

to wite essential property insurance in the coast area. Such

i ncentives and penalties nmay include a reduction in recovery of

regul ar assessnents, a nonrecoverable participation in | osses

incurred by the associ ati on above the anmounts covered by the

regul ar assessnments, and other incentives and penalties as

provided in the plan of operation. The comm ssioner shall approve

the plan of operation as provided in Section 83-34-13.

SECTION 7. The follow ng shall be codified as Section
83-34-10, M ssissippi Code of 1972:

83-34-10. In the event of a stormthat may produce |osses in
excess of funds that may be immedi ately available to the
association, or in the event that the association determ nes that
it wll otherwi se have a claimdeficit or any other deficit, then
the association, with consent of the conmm ssioner, shall have the
power to |l evy regul ar assessnents agai nst assessable insurers
based upon their percentage of participation. |In any year, the
aggregate total of regular assessnents shall not exceed the
greater of ten percent (10% of the deficit or ten percent (10%
of the aggregate statew de direct witten prem uns for property
i nsurance for the prior cal endar year of all association
assessabl e insurers. Regular assessnents shall be paid by
assessable insurers within sixty (60) days of receipt of the
notice of the assessnents.

SECTI ON 8. Section 83-34-11, M ssissippi Code of 1972, is
amended as fol |l ows:

83-34-11. (1) Wthin one hundred twenty (120) days of the

| evy of any regul ar assessnents, the comm ssioner shall inplenent

a surcharge on all property and casualty insurance prem uns for

i nsurance for property and operations in this state designed to

recover to the association within one (1) year the anount of such

regul ar assessnment for rei nbursenent to assessabl e insurers who
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paid the regul ar assessnment. "Prem uns" includes prem uns for

policies issued by or for the association. Such surcharge shal

be specifically identified on either the prem um statenents or the

policy decl arations pages or other appropriate policy forns as

relating to the specific MAWA regul ar assessnent for which it was

i npl enented. The conm ssioner shall name each such surcharge so

that it can be uniformy identified by insurers and brokers.

(2) The surcharge shall be a percentage of the total policy

prem um but the surcharge shall not be considered premumand is

not subject to prem umtaxes or comm ssions. However, failure to

pay the surcharge shall be treated the sane as failure to pay

premum "Total policy prem unt includes taxes and conm ssi ons.

(3) If at any tinme, the surcharge to repay regul ar

assessnents shall be insufficient, the comm ssioner shall increase

the surcharge as necessary and appropriate. However, in no event

may the aggregate total of all regular assessnents in a year

exceed the maxi num anounts specified in Section 83-34-10.

(4) The conm ssioner shall cease regul ar assessnent

surcharges as he determ nes appropriate funds have been col | ect ed.

(5) Each licensed insurer issuing insurance for property and

casualty risks in the state and each broker for nonadmtted

insurers, shall collect the regular assessnent surcharges

establ i shed by the conm ssioner under the authority of this

section. Funds collected by such insurers and brokers as regul ar

assessnent surcharges shall be collected and held in trust and

shall be fully remtted to the association on a quarterly basis

with fornms providing appropriate information as designed by the

associ ati on. | nsurers and brokers shall remt such funds to the

association within twenty (20) days after the end of each quarter.

At such tinme the insurers and brokers shall further remt to the

association all interest earned on the surcharge funds. However,

assessabl e insurers of the associati on who have paid to the

associ ation the regul ar assessnent that is the basis of the
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surcharge shall not be required to remt interest earned on

col l ected surcharges fromthe |lines of business on which their

regul ar assessnent was based.

(6) The association shall reinburse assessable insurers for

regul ar assessnents fromthe funds coll ected as regul ar assessnent

surcharges. Rei nbursenents shall be nade to assessable insurers

in the sanme percentages as the regul ar assessnents were paid by

assessabl e insurers. The associ ati on nust endeavor to neke

rei nbursenents fromthe surcharge funds collected within sixty

(60) days of the end of each quarter. Any funds collected by the

association in excess of the anmpunt necessary to reinburse

assessabl e insurers for regular assessnents shall be general funds

of the associ ati on.

(7) The association and the conm ssioner are both

specifically given the power to audit |icensed insurers and

brokers for nonadmtted insurers to confirmthe accuracy of

remttances of surcharges at the expense of the licensed insurers

and br okers.

(8) The association shall report quarterly to the

comm ssioner providing all financial information for each regul ar

assessnent surcharge, including:

(a) The original anpbunt of the regular assessnent and

t he anbunt remaining not reinbursed to assessable insurers;

(b) Total surcharge funds recovered to date; and

(c) Any information requested by the comm ssioner.

SECTION 9. The follow ng shall be codified as Section
83-34-12, M ssissippi Code of 1972:

83-34-12. The regul ar assessnent of a assessabl e insurer
may, after hearing, be ordered deferred, in whole or in part, upon
application by the insurer if, in the opinion of the conm ssioner,
paynment of the assessnment would render the insurer insolvent or in
danger of insolvency, or would otherw se | eave the insurer in such

a condition that further transaction of the insurer's busi ness
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woul d be hazardous to its policyholders, creditors, assessable
i nsurers, subscribers, stockholders or the public. |If that
paynment of an assessnment agai nst an assessable insurer is deferred
by order of the conm ssioner, in whole or in part, the anount by
whi ch the assessnment is deferred shall be assessed agai nst ot her
assessabl e insurer in the same manner as provided in Section
83-34-9.

SECTI ON 10. Section 83-34-13, M ssissippi Code of 1972, is
amended as foll ows:

83-34-13. (1) Wthin forty-five (45) days after the

effective date of House Bill No. , 2007 Requl ar Session, the

directors of the association shall submt to the conmm ssioner for

review and approval a proposed plan of operation revised to be

consistent wwth the provisions of House Bill No. , 2007

Regul ar Session. The association shall maintain a plan of

operation. The plan shall provide for the efficient, economcal,

fair and nondi scrimnatory adm nistration of the association. The

pl an may include nmethods for the assessnent of all assessable

insurers for deficits and expenses * * * the establishnent of

necessary facilities, managenent of the association, * * *|
underwiting standards, * * * procedures for determ ning the
anounts of insurance to be provided to specific risks, time limts
and procedures for processing applications for insurance, and for
such other provisions as may be deenmed necessary by the board to
carry out the purposes of this chapter.

(2) The plan of operation may provide financial incentives

or financial penalties, or both, to encourage assessable insurers

to wite essential property insurance in the coast area. The

i ncentives and penalties may include a reduction in recovery of

regul ar assessnents, a nonrecoverable participation in | osses

incurred by the associati on above the anmounts covered by the

regul ar assessnents, and other incentives and penalties as

provided in the plan of operation.
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(3) The * * * conm ssioner shall approve the plan of

operation and all anendnents before they becone effective. It is

the obligation of the comm ssioner to confirmthat such plan

fulfills the purposes of this chapter. * * * [|f the comm ssioner

approves a proposed plan or anendnent, he shall certify the

approval to the directors, and the plan, or anmendnent thereto,

shal | becone effective ten (10) days after such certification. |If
t he comm ssi oner disapproves all or any part of the proposed pl an

of operation, or anmendnent thereto, he shall return the sane to

the directors with a witten statenent giving the reasons for
di sapproval and any recommendati ons the comm ssioner may W sh to

make. Wthin ten (10) days thereafter, the directors may alter

the plan or anmendnent in accordance with the conmm ssioner's

reconmmendation or may * * * return a new plan to the

conmi ssioner. * * * The conm ssioner shall consider the proposals

and shall then promul gate and place into effect a plan of

operation certifying the sanme to the directors of the association.
Any such plan promul gated by the comm ssioner shall take effect
ten (10) days after certification to the directors.

(4) * * * The conm ssioner may review the plan of operation
at any tine he deens expedient or prudent. After review of the
pl an, the comm ssioner may anend the plan after consultation with
the directors of the association and upon certification to the
directors of the anmendnent.

SECTI ON 11. Section 83-34-15, M ssissippi Code of 1972, is
amended as foll ows:

83-34-15. (1) (a) Any person having an insurable interest
in insurable property is entitled to apply to the association for
such coverage * * *. Applications shall be made on behal f of the
owner of the insurable interest by a |icensed resident broker or

agent authorized by him Applications shall be submtted on forns

prescribed by the association.
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(b) The association may require an inspection of any

properties after application or request for renewal and may charge

a fee for such inspection.

(c) The term"insurable interest" as used in this
subsection shall be deened to include any | awful and substanti al
econom c interest in the safety or preservation of property from
| oss, destruction or pecuniary damage.

(2) |If the association determ nes that the property is
insurable and that there is no unpaid prem um due fromthe
applicant for prior insurance on the property, the association,
upon recei pt of the prem um or such portion thereof as is
prescribed in the plan of operation, shall cause to be issued, or

i ssue, a policy of essential property insurance * * *, Such

coverage shall be dependant upon the tinely paynent of prem uns or

premuminstall ments as provided for at the tinme of application.

Coverage limts shall be determ ned by the value of the insurable

property at the tinme the policy is issued subject to maxi mum

l[imts which shall be set forth under the plan of operation * * *,
(3) |If the association for any reason denies an application

and refuses to issue or cause to be issued an insurance

policy * * * to any applicant, or takes no action on an

application within the tinme prescribed in the plan of operation,

such applicant may appeal to the conm ssioner. The comm ssi oner

or a designated nenber of his staff, after review ng the facts,
may direct the association to issue or cause to be issued an

i nsurance policy to the applicant; however, no coverage shall be

in effect until such tinme as the premumis paid and the policy

issued. In carrying out his duties pursuant to this section, the

conmi ssi oner may request, and the association shall provide, any

informati on the conmm ssi oner deens necessary to a determ nation

concerning the reasons for the denial or delay of the application.
SECTI ON 12. Section 83-34-17, M ssissippi Code of 1972, is

anended as foll ows:
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83-34-17. The rates, rating plans, rating rules, forns and
endorsenents applicable to the insurance witten by the
associ ation shall be those approved for use of the association by
the comm ssioner. * * * Rates shall be nondiscrimnatory as to
the sane cl ass of risk.

SECTI ON 13. Section 83-34-19, M ssissippi Code of 1972, is
amended as fol |l ows:

83-34-19. (1) Any assessable insurer or other I|icensed

insurer, or broker for a nonadmtted insurer, who may be aggri eved

by an act, order, ruling or decision of the association my,
within thirty (30) days after such ruling, appeal to the

comm ssioner. Any hearings held by the comm ssioner pursuant to
such an appeal shall be in accordance with the procedure set forth
in the insurance |laws of M ssissippi. The comm ssioner is

aut horized to appoint a nenber of his staff for the purpose of
hearing such appeals, and a ruling based upon such hearing shal
have the sane effect as if heard by the conm ssioner. Al

assessabl e insurers or other licensed insurers, or brokers for a

nonadm tted i nsurer, aggrieved by any order or decision of the

comm ssi oner nmay appeal to the Chancery Court of the First

Judicial District of H nds County, M ssissippi, consistent with

the insurance |l aws of the State of M ssissippi.

(2) The association and any assessabl e insurer, other

i censed insurer or broker for a nonadmtted i nsurer that nay be

aggrieved by an act, order, ruling or decision of the conm ssioner

may, within thirty (30) days after such act, order, ruling or

deci sion, appeal to the Chancery Court of the First Judici al

District of H nds County, M ssissippi, consistent with the

i nsurance |laws of the State of M ssissippi.

SECTI ON 14. Section 83-34-21, M ssissippi Code of 1972, is
anended as foll ows:
83-34-21. Al reports of inspection perforned by or on

behal f of the association shall be made available to the
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assessabl e insurers of the association, applicants, agents,

brokers and the conm ssi oner.

SECTI ON 15. Section 83-34-23, M ssissippi Code of 1972, is
amended as foll ows:

83-34-23. There shall be no liability on the part of * * *

the i nsurance comm ssioner or any of his staff and representatives

for any and all actions taken under and pursuant to the provisions

of this chapter. There shall be no liability on the part of the

association, its agents, representatives or enployees, the nenbers

of the board, or any assessable insurer of the association, except

for the contractual obligations of any contract of insurance and

the duty to pay assessnents as provided in this chapter.

SECTI ON 16. Section 83-34-25, M ssissippi Code of 1972, is
brought forward as foll ows:

83-34-25. The association shall file in the office of the
conm ssioner on or before March 1 of each year a statenent which
shall summari ze the transactions, conditions, operations and
affairs of the association during the preceding fiscal year ending
Decenber 31. Such statenent shall contain such matters and
information as are prescribed by the comm ssioner and shall be in
such formas required by him The conm ssioner nmay at any tine
require the association to furnish to himany additional
information with respect to its transactions or any other matter
whi ch the comm ssioner deens to be material to assist himin
eval uating the operation and experience of the association.

SECTION 17. Section 83-34-27, M ssissippi Code of 1972, is
amended as fol |l ows:

83-34-27. The comm ssioner may fromtine to tinme make an
exam nation into the affairs of the associati on when he deens
prudent and, in undertaking such exam nation, may hold a public
hearing. The expenses of such exam nation shall be borne and paid

by the association. The association and the conm ssioner may from

tinme to tinme make an exam nation of the data and paynents of
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assessabl e insurers or other licensed insurers or brokers for

nonadm tted insurers as it deens prudent. The expenses of such

exam nation shall be borne and paid by the exam ned party or

entity. Any person noticed for such exam nati on nmay appeal the

exam nation or the cost thereof, or both, to the conmn ssioner.

SECTI ON 18. Section 83-34-29, M ssissippi Code of 1972, is
brought forward as foll ows:

83-34-29. The association is authorized to pronul gate rules
for the inplenentation of this chapter, subject to the approval of
t he conm ssi oner.

SECTION 19. The following shall be codified as Section
83-34-31, M ssissippi Code of 1972:

83-34-31. (1) The board of directors, subject to the
approval of the comm ssioner, shall have the power and authority
to i ssue bonds, and the power and authority to enter into |oans,
letters of credit, lines of credit, and other forns of
i ndebt edness, as needed for operations, the purchase of
rei nsurance, claimlosses, and incurred but not reported clains.

(2) Al such bonds and | oans are secured by the power and
duty of the conm ssioner to inplenment surcharges against al
property and casualty insurance prem uns for insurance for
property and operations in this state sufficient to repay the
bonds or | oans, or both.

(3) If any of the bonds remain unsold sixty (60) days after
i ssuance, the conm ssioner shall require all assessable insurers
to purchase the bonds, which purchased bonds shall be treated as
adm tted assets; each assessable insurer shall be required to
purchase that percentage of the unsold portion of the bond issue
that equals the assessable insurer's current percentage of
participation. An assessable insurer shall not be required to
purchase the bonds to the extent that the comm ssioner determ nes
that the purchase woul d endanger or inpair the solvency of the

insurer. The bonds nmust be in a form approved by the
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comm ssioner. Wth approval of the conm ssioner, the association
may i1 ssue bonds or incur other indebtedness to retire or
consol i date bonds as appropriate. Bonds and ot her debt
obligations issued by or on behalf of the association are not to
be considered "state bonds" and shall not be an obligation of the
state.

(4) The state hereby covenants with hol ders of bonds issued
pursuant to this section that the state will not limt, alter or
deny the duties and obligations of this chapter, and of the
associ ation and the conm ssioner as established by this chapter,
necessary to fulfill the ternms of any agreenents w th bondhol ders,
or in any way inpair the rights and renedi es of such bondhol ders
as long as any such bonds renai n outstandi ng unl ess adequate
provi si on has been nade for the paynment of such bonds pursuant to
t he docunents authorizing the issuance of such bonds.

SECTION 20. The following shall be codified as Section
83-34-33, M ssissippi Code of 1972:

83-34-33. (1) Wen the association knows or has reason to
believe that (a) it has or will incur losses froma hurricane that
exceed rei nsurance and ot her reasonably avail able assets of the
associ ation, such that one or nore bond issues or other financing,
or both, will be necessary to pay clains |osses and other related
expenses, or (b) the association has a deficit that cannot be
reasonably resolved by incone avail able to the association, then
the association shall inmmediately give notice to the comm ssi oner
and request that the conmm ssioner inplenent by an excess hurricane
| oss surcharge on all property and casualty insurance prem uns for
i nsurance for property and operations in this state designed to
recover to the association the amount of all such bonds and ot her
i ndebt edness resulting fromthe hurricane, or other deficit.

(2) At such time as the conm ssioner can reasonably estimate
t he anobunt of bonds or indebtedness, or both, necessitated by a

hurricane event, and in no event nore than ninety (90) days from
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the notice given by the association, the conm ssioner shall have
the duty and the power to inplenent an excess hurricane | oss
surcharge on all property and casualty insurance prem uns for

i nsurance for property and operations in this state.

(3) If the surcharge is designed to repay bonds, it shall be
designated as such and all funds recovered fromthe surcharge
shal |l be used for repaynent of the bonds for which it was
i npl enented, until such tinme as the bonds have been paid or
redeened.

(4) If the surcharge is designed to repay a specific
i ndebt edness incurred for |losses froma specific hurricane, it
shal |l be designated as such and all funds recovered fromthe
surcharge shall be used for repaynent of the indebtedness for
which it was inplenented, until such tinme as the indebtedness has
been paid or redeened.

(5) Such surcharge shall be specifically identified on
either the premumstatenents or the policy declarations pages or
ot her appropriate policy forns as relating to the specific
hurricane | osses or bonds or indebtedness for which it was
i npl enented. The conm ssioner shall name each such surcharge such
that it can be uniformy identified by insurers and brokers.

(6) The surcharge shall be a percentage of the total policy
prem um but the surcharge shall not be considered premumand is
not subject to prem umtaxes or comm ssions. However, failure to
pay the surcharge shall be treated the sane as failure to pay
premium "Total policy prem unt includes taxes and conm ssi ons.

(7) The comm ssioner shall inplenment an appropriate
surcharge percentage sufficient to recover the anount necessary
for repaynent of bonds and i ndebtedness necessitated by a
hurricane, or the resolution of other deficit, as applicable. If
at any time such surcharge shall be insufficient, the conm ssioner

shal |l increase the surcharge as necessary and appropriate. The
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conm ssi oner shall cease surcharges as he determ nes appropriate
funds have been col | ected.

(8) Each licensed insurer issuing insurance for property and
casualty risks in the state and each broker for nonadmtted
insurers, shall collect the surcharges established by the
conmm ssi oner under the authority of this section. Funds collected
by such licensed insurers and brokers for nonadmtted i nsurers as
surcharges authorized by this section shall be collected and held
in trust and shall be fully remtted to the association on a
quarterly basis with fornms providing appropriate information as
desi gned by the association. Insurers and brokers shall remt
such funds to the association within twenty (20) days after the
end of each quarter. At such tine the insurers and brokers shal
further remt to the association all interest earned on the
surcharge funds.

(9) The association and the conm ssioner are both
specifically given the power to audit |icensed insurers and
brokers for nonadmtted insurers to confirmthe accuracy of
remttances of surcharges at the expense of the licensed insurers
and brokers.

(10) The comm ssioner has the duty and power to adjust the
per cent age of any surcharge previously established as he finds
appropriate taking into consideration any rel evant factors,
including, but not limted to, consolidation or replacenent of
bonds, any additional indebtedness resulting froma hurricane, the
rate of recovery, anticipated length of total recovery, and inpact
of other hurricanes; however, the conm ssioner shall not reduce
t he amount of assessnents inplenented and designated to pay or
redeem bonds, or other indebtedness bel ow t he anbunt necessary to
tinmely pay or redeem such bonds, or other indebtedness.

(11) When the association knows or has reason to believe
that surcharges authorized by this section previously established

by the conm ssioner will be insufficient to tinely pay or redeem
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bonds or indebtedness, the association shall inmediately give
notice to the comm ssioner. The conm ssioner shall alter such
surcharge as necessary to tinely pay or redeem bonds or pay ot her
i ndebt edness.

(12) The association shall report quarterly to the
conmm ssioner providing all financial information for each
surcharge authorized by this section, including:

(a) The original and current outstandi ng i ndebtedness
of all bonds and | oans;

(b) Total surcharge funds recovered to date; and

(c) Any information requested by the comm ssioner.

(13) The comm ssioner may request, and the association shal
provi de, on an immedi ate basis to the conm ssioner any financial
information or other information concerning any surcharge. This
section shall not Iimt the reporting requirenents provided by
83- 34- 25.

SECTION 21. The follow ng shall be codified as Section
83-34-35, M ssissippi Code of 1972:

83-34-35. In order to avoid or |essen the possibility and
anmount of surcharges authorized by this chapter, the conm ssioner
shal | approve rates for policies issued by the association at
| east adequate to fund annual reinsurance above a self-insured
retention of One Hundred MIIlion Dollars ($100, 000, 000.00) that,
conbined with any readily avail abl e reserves of the association,
is sufficient to cover at |east the probable maxi num | osses from a
storm expected to occur once every one hundred (100) years as
predi cted by a nodel or nethod approved by the conm ssioner for
the properties insured by the association at the tinme the
rei nsurance was negotiated. The anobunt of reinsurance in the
forgoi ng rate adequacy requirenment shall increase every two (2)
years by increasing the probable maximum | oss by five (5) years,
until such time as the probable maxi num|loss insured is for a

storm expected to occur every one hundred fifty (150) years. The
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737 comm ssioner may approve rates in excess of the mninmuns required
738 by this section as consistent with his duties and the insurance
739 laws of the State of M ssissippi.

740 SECTION 22. This act shall take effect and be in force from

741 and after its passage.
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