3255L. 011
AN ACT

To repeal sections 375.001, 375.002, 375.003,
375.004, 379.810, 379.815, 379.820, 379.825,
379.830, 379.835, 379.840, 379.845, 379. 850,
379. 855, 379.860, 379.865, 379.870, 379.875,
and 379.880, RSMb, and to enact in lieu

t her eof ni neteen new sections relating to
property insurance.

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF M SSOURI,
AS FOLLONG

Section A  Sections 375.001, 375.002, 375.003, 375.004,
379.810, 379.815, 379.820, 379.825, 379.830, 379.835, 379.840,
379. 845, 379.850, 379.855, 379.860, 379.865, 379.870, 379.875,
and 379. 880, RSMb, are repeal ed and ni neteen new sections enacted
inlieu thereof, to be known as sections 375.001, 375.002,
375.003, 375.004, 379.810, 379.815, 379.820, 379.825, 379.830,
379.835, 379.840, 379.845, 379.850, 379.855, 379.860, 379.865,
379. 870, 379.875, and 379.880, to read as foll ows:

375.001. As used in sections 375.001 to 375.008 the
foll ow ng words and terns nean:

(1) "daint, unless otherwi se defined in sections 375.001

to 375.008, any specific request or demand for paynent of a |l oss

whi ch may be included within the terns of coverage of an

i nsurance policy. A nere inquiry into whether a policy will

cover a loss shall not constitute a claim

(2) "lInsurer", all insurance conpanies, reciprocals, or

i nterinsurance exchanges transacting the business of insurance in
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this state;

[(2)] (3) "Nonpaynent of premuni, failure of the [naned]
insured to discharge when due any of his obligations in
connection with the paynment of prem uns on the policy, or any
install ment of the prem um whether the premumis payable
directly to the insurer or its [agent] producer or indirectly
under any prem um finance plan or extension of credit;

[(3)] (4) "Nonrenewal", the determ nation of an insurer not
to issue or deliver a policy replacing at the end of the policy
period a policy previously issued and delivered by the sane
insurer or a certificate or notice extending the termof a policy
beyond its policy period or term

[(4)] (5) "Policy", a contract of insurance providing fire
and extended coverage insurance, whether separately or in
conmbi nation wth other coverages, on owner-occupi ed habitational
property not exceeding two famlies. "Policy" does not include
any insurance contracts issued under a property insurance
i nspection and pl acement program ("FAIR' plan) or an assigned
risk plan[, or any insurance contracts insuring property not used
predom nantly for habitational purposes, or an insurance contract
insuring a nobile hone];

[(5)] (6) "Renewal" or "to renew', the issuance and
delivery by an insurer of a policy replacing at the end of the
policy period a policy previously issued and delivered by the

same insurer, or the issuance and delivery of a certificate or



notice extending the termof the policy beyond its policy period
or term Any policy with a policy period or termof |ess than
si x nmonths shall for the purposes of sections 375.001 to 375.008
be considered as if witten for a policy period or termof six
nonths. Any policy witten for a term|onger than one year or
any policy with no fixed expiration date, shall for the purpose
of sections 375.001 to 375.008, be considered as if witten for
successive policy periods or terns of one year, and the policy
may be term nated at the expiration of any annual period upon
giving [thirty] sixty days' notice of cancellation prior to the
anni versary date, and the cancellation shall not be subject to
any other provisions of sections 375.001 to 375.008;

(7) "Weather-related claint, loss resulting froman act of

God which an insured is unable to control and is unable to

reasonably reduce the risk that such peril will damage the

i nsured property.

375.002. 1. A notice of cancellation of a policy shall be
effective only if it is based on one or nore of the follow ng
reasons:

(1) Nonpaynent of prem um or

(2) Fraud or material m srepresentation affecting the
policy or in the presentation of a claimthereunder, or violation
of any of the terns or conditions of the policy; or

(3) The named insured or any occupant of the property has

been convicted of a crine arising out of acts increasing the



hazard i nsured against; or
(4) Physical changes in the property insured which

significantly increase the hazards originally insured.

2. This section shall not apply to any policy or coverage
whi ch has been in effect less than sixty days at the tinme notice
of cancellation is mailed or delivered by the insurer unless it

is arenewal policy. Any declination of an application for a

policy or coverage shall comply with the notice requirenents of

section 375.003.

3. This section shall not apply to nonrenewal .

375.003. 1. No notice of cancellation of a policy to which
section 375.002 applies shall be effective unless mailed or
delivered by the insurer to the naned insured at least [thirty]
sixty days prior to the effective date of cancellation. However
where cancellation is for nonpaynment of premumat |east ten
days' notice of cancellation shall be given. The notice shal
state the insurer's actual reason for proposing the action, the
statenment of reason to be sufficiently clear and specific so that
a person of average intelligence can identify the basis for the
insurer's decision without further inquiry. Generalized terns

such as "personal habits", "living conditions", "credit history,

poor credit history, poor credit rating, poor insurance score",

or "poor norals" shall not suffice to neet the requirenments of
this subsection. The notice shall also state that the insured

may be eligible for insurance through the M ssouri basic property



i nsurance inspection and pl acenent program

2. This section shall not apply to nonrenewal .

375.004. 1. No insurer shall refuse to renew a policy
unl ess the insurer or its agent mails or delivers to the nanmed
insured, at the address shown in the policy, at least thirty
days' advance notice of its intention not to renew. The notice
shall state the insurer's actual reason for proposing the action,
the statenent of reason to be sufficiently clear and specific so
that a person of average intelligence can identify the basis for
the insurer's decision without further inquiry. Generalized
terms such as "personal habits", "living conditions", "credit

hi story, poor credit history, poor credit rating, poor insurance

score", or "poor norals" shall not suffice to neet the
requi renents of this subsection. The notice shall also state
that the insured may be eligible for insurance through the
M ssouri basic property insurance inspection and pl acenent
program This section shall not apply:

(1) If the insurer has manifested its willingness to renew,
or

(2) In case of nonpaynent of prem um or

(3) If the naned insured has indicated he does not wsh to
have the policy renewed; or

(4) If the insured fails to pay any advance prem um
required by the insurer for renewal .

2. Renewal of a policy shall not constitute a waiver or



estoppel with respect to grounds for cancell ation which existed
before the effective date of the renewal.

3. No i nsurer shall use weather-related clains as a basis

for the insurer's decision to refuse to renew a policy.

4. No i nsurer shall consider as a claimany inquiry by the

i nsured into whether a policy will cover a loss or as to the type

or level of coverage. No i nsurer shall use such inquiries as a

basis for nonrenewi ng the policy.

5. No i nsurer shall use a rating plan or rating systemthat

surcharges the individual insured' s dwelling fire or honeowners

i nsurance preni um based upon the insured' s weather-related cl ains

or the insured's inquiries as described in subsection 4 of this

section.
379.810. There is hereby established the "M ssouri [Basic

Property Insurance |Inspection and Placenment Program FAIR (Fair

Access to Insurance Requirenents) Plan" (hereinafter referred to

as "[program the plan") to nmake avail abl e [basic] property
i nsurance to persons having property interests in this state who
are in good faith entitled to but who are unable to procure such
coverage through ordinary nmethods. Such [progran] plan shal
provide for the equitable distribution and placenent of risks
anong all insurers in the manner and subject to the conditions
herei nafter stat ed.

379.815. As used in this section, the follow ng terns nean:

(1) "Al-industry placenment facility" (hereinafter referred



to as "the facility"), the organization fornmed by insurers to
assi st applicants in securing basic property insurance, to issue
policies and to adm nister the [progran] plan and the joint
rei nsurance associ ati on;

(2) ["Basic property insurance", the coverage agai nst
direct loss to real and tangi ble personal property at a fixed
| ocation that is provided in the standard fire policy and
ext ended coverage endorsenent, including builders' risk, and such
vandal i sm and mal i ci ous m schief insurance and such other cl asses
of insurance as nmay be added to the programw th respect to the
property by amendment as hereinafter provided. Basic] "Property

i nsurance", real and personal property, dwelling fire program

(habitational dwelling 1-4 famly), commercial fire (commerci al

and apartnents five units and over), and honeowners program

Eart hquake coverage is avail able as an optional endorsenent under

the dwelling fire program and the honeowners prodgram in addition

to other optional endorsenents under each program The FAIR pl an

is to offer dwelling fire, commercial fire, and honmeowners

coverage for property owners, renters, and condom ni um owners.

Such products are to be sinmilar to what is available in the

standard nmarket and provide protection against loss from such

hazards as fire, lightning, wind, hail, explosion, snoke,

vehicles, aircraft, and vandalism and nuelicious nmischief. The

FAI R pl an honeowners policy shall protect against all such perils

as well as burglary and theft, and shall include personal




liability coverage. Property insurance does not include

aut onobil e risks or such types of manufacturing risks as the

governing conmttee may exclude with the approval of the

di rector;
(3) "Commercial", [basic property insurance not included
under the personal lines statistical plan] property insurance for

busi ness or nonprofit interests which is not for personal,

fam |y, or househol d purposes;

(4) "Director", the director of the departnment of insurance

of the state of M ssouri;

(5) "Habitational", [basic] property insurance included
under the personal lines statistical plan;
(6) "lnspection bureau", the [rating bureau or other

organi zation] entity designated by the facility [wth the
approval of the director] to make inspections as required under
the program and to perform such other duties as may be authorized

by the facility, subject to the approval of the director;

(7) "lnsurer", any insurance conpany, reciprocal or
i nterinsurance exchange or other organization |icensed and
aut hori zed by the director to wite property insurance, including
t he property insurance conponents of mnultiperil policies, on a
direct basis, in this state;

(8) "Person" includes any individual or group of
i ndi vi dual s, corporation, partnership, or association, or any

ot her organi zed group of persons;



(9) "Premunms witten", gross direct prem uns (excluding
that portion of premiumon risks ceded to the joint reinsurance
associ ation) charged during the second precedi ng cal endar year
with respect to property in this state on all policies of basic
property insurance and the basic property insurance prem um
conponents of all multiperil policies, as conputed by the
facility, less return prem uns, dividends paid or credited to
pol i cyhol ders, or the unused or unabsorbed portions of prem um
deposi ts;

(10) "Property owner", with respect to any real, personal,
or m xed real and personal property, nmeans any person having an
insurable interest in such property;

(11) "Secretary", the Secretary of the United States
Depart ment of Housing and Urban Devel opnent.

379.820. 1. Any property owner or [his] the owner's

representative, the insurer, or the insurance [agent or other]
producer may request an inspection by the inspection bureau.
Such requests need not be in witing. The absence of a

[ bui I di ng] property owner or [his] the owner's representative

during an inspection shall not preclude a tenant seeking

i nsurance from obtai ning an inspection under the [progran] plan.
2. The manner and scope of the inspections of [programn

pl an business shall be prescribed by the facility with the

approval of the director.

3. An inspection report shall be nade for each property



i nspected. The report shall cover pertinent structural and
occupancy features as well as the general condition of the
bui | di ng and surrounding structures. A representative photograph
of the property may be taken during the inspection.

4. During the inspection, the inspector shall point out
features of structure and occupancy to the applicant or [his] the

applicant's representative and shall indicate those features

which may result in condition charges if the risk is accepted.
The inspector shall have no authority to advi se whether the
facility wll provide the coverage.

5. Wthin five business days after the inspection, a copy
of the conpleted inspection report, and any photograph indicating
the pertinent features of the building, construction,
mai nt enance, occupancy and surroundi ng property shall be sent
pronptly to the facility. Included with the report shall be a
rate makeup statenent, including any condition charges or
surcharges proposed as a result of the inspection and permtted
by filings approved by the director. A copy of the inspection
report shall be nade available to the applicant upon request.

379.825. 1. The facility, upon receipt of an application
for coverage and the correspondi ng i nspection report fromthe
i nspection bureau, shall, after it finds that the property is
eligible for insurance under this [progran] plan, issue a policy.

2. The facility shall apportion the liability so assuned to

the insurers in the manner hereinafter provided in section

10



379. 835.

3. Assessnents upon each insurer in the [progran] plan for
expenses in connection with [program plan business shall be
| evied and assessed by the governing commttee of the facility in
t he manner hereinafter provided in section 379.835, subject to
such m ni mrum assessnent as shall be established by the governing
comm ttee.

4. Subject to the insurable value thereof, the maxi num
l[imts of liability which may be placed through this [prograni
plan are: on any habitational property at one | ocation, [one]
three hundred thousand dollars; and on any commercial property at
one location, [one] three mllion dollars. The facility wll
endeavor to assist in placenent when the requested anount of
i nsurance exceeds the maximumlimt of liability avail abl e under
this [program plan. The word "l ocation" as used herein neans
real and personal property consisting of and contained in a
single building or consisting of and contai ned in contiguous
bui | di ngs under one ownershi p.

379.830. 1. The facility shall, within [five] three
busi ness days after receipt of the inspection report and
application, conplete an action report advising that:

(1) The risk is acceptable; or

(2) The risk is acceptable at a surcharged rate and the
i nprovenents necessary before coverage wll be provided at an

unsurcharged premiumrate; or

11



(3) The risk will be acceptable if the inprovenents noted
in the action report are nmade by the applicant and confirmed by
rei nspection; or

(4) The risk is not acceptable for the reasons stated in
t he action report.

2. In the event a risk is declined because it fails to neet
reasonabl e underwriting standards, the facility will so notify
t he applicant.

(1) Reasonable underwriting standards shall include, but
not be limted to, the foll ow ng:

(a) Physical condition of the property, such as its
construction, heating, wiring, evidence of previous fires or
general deterioration;

(b) [Its present use or housekeeping, such as vacancy,
overcrowdi ng, storage of rubbish or flammble materials.

(2) Neighborhood or area | ocation or any environnental
hazard beyond the control of the property owner shall not be
deened to be acceptable criteria for declining a risk.

3. If therisk is acceptable to the facility, the facility
shall notify the applicant, and the |icensed producer designated
by the applicant, of the acceptability of the risk and the
premumto be charged. The facility, upon receipt of the
premum shall within three business days issue the policy to be
effective at 12: 00 noon of the date of the receipt of the

premum unless a |ater effective date is specified. The policy

12



shall be forwarded to the applicant with a copy to the licensed
producer. The facility shall pay the commssion to the |icensed
producer designated by the applicant.

4. In the event the risk is conditionally declined because
the property does not neet reasonable underwiting standards but
can be inproved to neet such standards, the facility shal
pronptly advise the applicant what inprovenents noted in the
action report should be made to the property. Upon conpletion of
the i nmprovenents by the applicant or property owner, the
facility, when so notified, will have the property pronptly
rei nspected and thereupon shall process the application in the
manner described in subsection 3 of this section.

5. If the inspection of the property reveals that there are
one or nore substandard conditions, surcharges may be inposed in
conformty with the filings approved by the director.

6. If the facility declines the risk, or agrees to wite
t he coverage sought on condition that the property wll be
inmproved, it shall pronptly send a copy of both the inspection
and action reports to the property owner and the director. At

the tinme the facility sends such reports to the property owner,

it shall also explain [his] the owner's right to appeal the
decision of the facility to the director pursuant to section
379.850 of the [program plan and shall [in witing] set forth in
witing the procedures to be followed for such appeal.

7. A list of all insureds witten through the plan shall be

13



made avail able to any person who nmakes a reqguest for such

information at a nom nal charge that has been approved by the

director.

379.835. 1. A "Joint Reinsurance Association" (hereinafter
referred to as "the association") shall be created consisting of
all insurers. The association shall assune fromthe facility one
hundred percent reinsurance on behalf of insurers and shal
distribute the liability in accordance with section 379. 825.

2. Each insurer shall participate in the witings,
expenses, profits and | osses of the association in the foll ow ng
manner :

(1) For habitational risks, the sane proportion as its
habitational premuns witten bear to the aggregate habitational
premunms witten by all insurers in the [progran] plan;

(2) For commercial risks, the same proportion as its
commercial premuns witten bear to the aggregate commerci al
premunms witten by all insurers in the [progran] plan.

3. Such association shall adopt a plan of operation and
rul es of procedure which, prior to being placed in effect, shal
be filed with and approved by the director. Any anmendnents to
t he plan of operation or rules of procedure so adopted shall also
be filed with and approved by the director prior to being placed
into effect.

379.840. 1. Al policies issued shall be for [basic]

property insurance on the fornms and in accordance with the rate

14



or rating procedures approved by the director for use with the
[progran] plan. Such policies shall be issued for a termof one
year.

2. The facility and all policies issued by the facility

shall be subject to the unfair clains settlenent practices act

pursuant to sections 375.1000 to 375.1018, RSMb, and the unfair

trade practices act pursuant to sections 375.930 to 375.948,

RSMb.

379.845. 1. The facility shall not cancel a policy or
bi nder issued under the [progran] plan w thout approval of the
governing conmttee except in case of:

(1) Evidence of incendiarism (neaning arson by or at the
direction of the insured); or

(2) For nonpaynent of prem um or

(3) Fraud or material msrepresentation; or

(4) ATfinding by the facility on the basis of satisfactory
evi dence that changes in the physical condition of the property
or other changed conditions make the risk uninsurable. A copy of

the findings shall be provided by the facility to the director

ten days prior to the notice of cancellation being sent to the

i nsur ed.
2. Any notice of cancellation or notice of nonrenewal of a
policy or binder issued under the [program plan, together with a

clear and specific statenent of the reason therefor, shall be

sent to the insured and a copy retained by the facility. The

15



notice shall state the actual reason for proposing the action and

shall be sufficiently clear and specific so that a person of

average intelligence can identify the basis for the facility's

decision without further inquiry. Generalized terns shall not

suffice to neet this requirenent. Any such notice shall be sent

not less than [thirty] sixty days prior to the cancellation or
nonrenewal of any risk under the [progran] plan to allow anple
time for an application for new coverage to be made and a new
policy to be witten under the [program plan.

3. Any cancellation or nonrenewal notice to the insured
relating to a policy or binder issued under the [program plan
shall contain the procedures for obtaining an inspection under
the [progran] plan and shall be acconpani ed by a statenent that
the insured has a right of appeal as hereinafter provided.

379.850. 1. Any applicant may appeal a decision of the
facility relating to the conditions for acceptance or denial of
coverage to the director, in witing, within thirty days fromthe
decision of the facility.

2. Oher than as provided in subsection 1 of this section,
any applicant or insurer shall have the right of appeal to the
governing conmttee. A decision of the commttee may be appeal ed
to the director, in witing, within thirty days fromthe action
or decision of the commttee.

379.855. 1. Conm ssion under the [progran] plan shall be

twel ve percent on new business and ten percent on renewal

16



busi ness on the policy prem umand shall be paid to the |icensed
producer designated by the applicant.

2. If alicensed producer is not designated, the comm ssion
shal | be deposited by the facility in a fund to be held by the
director to be applied to the state of M ssouri contribution as
provided in Section 1223, Para (1), of U S. Public Law 90-448.
One year after termnation of the [progran] plan, any funds so
hel d by the director and not applied as above set out shall be
paid over to the treasurer of the state of Mssouri as general
revenue.

379.860. 1. This [program plan shall be adm nistered by a
governing commttee (hereinafter referred to as "the conmttee")
of the facility, subject to the supervision of the director, and
operated by a manager appointed by the commttee.

2. The commttee shall consist of [thirteen] fifteen
menbers:

(1) Ten nenbers shall be elected fromthe foll ow ng:

American | nsurance Association, two

Al'liance of American Insurers, two

Nat i onal Associ ation of |ndependent |Insurers, two

Al'l other stock insurers, two

Al'l other nonstock insurers, two

(2) [Three] Five nenbers shall be appointed by the director
fromeach of the follow ng

M ssouri insurer, one

17



Li censed agent of an insurer, two

Consuner representatives, two

Not nore than one insurer in a group under the sane
managenment or ownership shall serve on the commttee at the sane
tinme.

3. In case of a vacancy on the governing commttee the
director shall appoint a representative to such vacancy pending
t he designation or election as provided in the [program plan.

4. A tenporary governing conmttee shall be appointed by
the director to serve until an official commttee is duly el ected
and appoi nt ed.

379.865. 1. There shall be an annual neeting of the
insurers and menbers of the governing conmttee on a date fixed

by the conmttee and approved by the director.

2. A special neeting may be called at such tinme and pl ace
designated by the commttee or upon the witten request to the

commttee of any commttee nenber or any ten insurers, not nore

t han one of which may be in a group under the sane managenent or
owner shi p.

3. Twenty days' notice of such annual or special neeting
shall be given in witing by the commttee to all insurers and

conmm ttee nenbers. A majority of the insurers shall constitute a

guorum Voting by proxy shall be permtted. Notice of any
nmeeti ng shall be acconpani ed by an agenda for such neeti ng.

4. Any matter may be proposed and voted upon by mail,
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provi ded such procedure is unani nously authorized by the nenbers
of the commttee present and voting at any neeting of the
commttee. |If so approved by the conmttee, notice of any

proposal shall be mailed to the commttee nenbers and insurers

not less than twenty days prior to the final date fixed by the
comm ttee for voting thereon.

5. At any regular or special neeting at which the vote of
the insurers is or may be required on any proposal or any vote of
the insurers which may be taken by mail on any proposal, such
votes shall be cast and counted on a weighted basis in accordance
with each insurer's premuns witten. On any proposal, deened by
the commttee to relate exclusively to habitational or
exclusively to comercial business, the votes shall be cast and
counted on a weighted basis in accordance with each insurer's
respective habitational or commercial premuns witten, as the
case may be. A proposal shall becone effective when approved by
at least two-thirds of the votes cast on such weighted basis.

379.870. 1. The commttee shall neet as often as may be
required to performthe general duties of adm nistration of the
[progran] plan or on the call of the director.

2. The commttee shall be enpowered to appoi nt a manager
who shall serve at the pleasure of the conmttee and the
director, to budget expenses, |evy assessnents, disburse funds,
and performall other duties provided herein or necessary or

incidental to the proper adm nistration of the [program plan.
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The adoption of or substantive changes in pension plans or
enpl oyee benefit program shall be subject to approval of

conmm ttee nenbers, insurers, and the director. Assessnments upon

each insurer shall be levied on the basis of its prem uns
witten.

3. Annually the manager shall prepare an operating budget
whi ch shall be subject to approval of the commttee and the

director. Such budget shall be furnished to the nenbers and

insurers after approval. Any contenpl ated expenditure in excess
of or not included in the annual budget shall require prior

approval by the commttee and the director.

4. The commttee shall furnish to all commttee nenbers,

insurers, and to the director a witten report of operations
annually in such formand detail as the [committee] director may
det erm ne

5. The presence of [seven] nine nenbers of the commttee,
at least five of whomshall be insurers, shall constitute a
quor um

6. The commttee shall appoint an underwiting commttee to
review with the manager of the [progran plan risks which have
been submtted for insurance and may appoi nt such ot her

commttees as it may deem advisable. The director shall be

informed in witing of the appointnment of all conmttees.

379.875. 1. The facility shall separately code and

mai ntain separate statistics on business witten in accordance
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with the foregoing [progran] plan and shall make reports thereon
as may be required by the commttee and director.

2. The manager shall submt annually or at such ot her
periods as may be designated by the director to the commttee,
the director and the Secretary of Housi ng and Urban Devel opnent,
a report setting forth the nunber of requests for inspections,

t he nunber of risks inspected, the nunber of policies witten,
t he nunber of risks conditionally accepted and rei nspections

made, the nunber of risks declined, the nunber and amount of al

clains subnitted, denied, and paid, and such other information as

the director may request.

379.880. All insurers agree to undertake a continuing
publ i c education program in cooperation with producers and
others, to assure that the [basic property insurance inspection
and pl acenment progran] FAIR plan receives adequate public

attention.
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