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FIRST REGULAR SESSION

HOUSE BILL NO. 88

93RD GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES JOHNSON (47) (Sponsor) AND ZWEIFEL (Co-sponsor).

Pre-filed December 14, 2004, and copies ordered printed.
STEPHEN S. DAVIS, Chief Clerk
0175L.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, RSMo, and to enact in lieu thereof nineteen new sectionsrelating
to property insurance.

Be it enacted by the General Assembly of the state of Missouri, as follows:

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, RSMo, are repeal ed and nineteen new sections enacted in lieu thereof, to
beknown 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 follows:

375.001. Asused in sections 375.001 to 375.008 the following words and terms mean:

(1) "Claim", unless otherwise defined in sections 375.001 to 375.008, any specific
request or demand for payment of a loss which may be included within the terms of
coverage of an insurance policy. A mereinquiry into whether a policy will cover aloss
shall not constitute a claim;

(2) "Insurer", al insurance companies, reciprocals, or interinsurance exchanges
transacting the business of insurance in this state;

[(2)] (3) "Nonpayment of premium”, failure of the [named] insured to discharge when
due any of his obligations in connection with the payment of premiums on the policy, or any
installment of the premium, whether the premium is payable directly to theinsurer or its[agent]

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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producer or indirectly under any premium finance plan or extension of credit;

[(3)] (4) "Nonrenewal", the determination of an insurer not to issue or deliver apolicy
replacing at the end of the policy period a policy previously issued and delivered by the same
insurer or acertificate or notice extending the term of apolicy beyond its policy period or term;

[(4)] (5) "Policy", a contract of insurance providing fire and extended coverage
insurance, whether separately or in combination with other coverages, on owner-occupied
habitational property not exceeding two families. "Policy" does not include any insurance
contractsissued under aproperty insurance inspection and placement program ("FAIR" plan) or
an assigned risk plan[, or any insurance contractsinsuring property not used predominantly for
habitational purposes, or an insurance contract insuring a mobile home];

[(5)] (6) "Renewa" 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 term of the policy
beyonditspolicy period or term. Any policy with apolicy period or term of lessthan six months
shall for the purposes of sections 375.001 to 375.008 be considered as if written for a policy
period or term of six months. Any policy written for aterm longer than one year or any policy
with nofixed expiration date, shall for the purpose of sections 375.001 to 375.008, be considered
asif written for successive policy periods or terms of oneyear, and the policy may beterminated
at the expiration of any annual period upon giving [thirty] sixty days notice of cancellation prior
to the anniversary date, and the cancellation shall not be subject to any other provisions of
sections 375.001 to 375.008;

(7) "Weather-related claim", lossresulting from an act of God which an insured
isunabletocontrol and isunabletoreasonably reducetherisk that such peril will damage
theinsured property.

375.002. 1. A notice of cancellation of a policy shall be effective only if it isbased on
one or more of the following reasons.

(1) Nonpayment of premium; or

(2) Fraud or material misrepresentation affecting the policy or in the presentation of a
claim thereunder, or violation of any of the terms or conditions of the policy; or

(3) The named insured or any occupant of the property has been convicted of a crime
arising out of actsincreasing the hazard insured against; or

(4) Physical changesin the property insured which significantly increase the hazards
originally insured.

2. This section shall not apply to any policy or coverage which has been in effect less
than sixty days at the time notice of cancellation is mailed or delivered by the insurer unless it
isarenewal policy. Any declination of an application for apolicy or cover ageshall comply
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with the notice requirements of section 375.003.

3. Thissection shall not apply to nonrenewal.

375.003. 1. No notice of cancellation of apolicy to which section 375.002 applies shall
be effective unless mailed or delivered by theinsurer to the named insured at least [thirty] sixty
days prior to the effective date of cancellation. However, where cancellation isfor nonpayment
of premium at least ten days notice of cancellation shall be given. The notice shall state the
insurer's actual reason for proposing the action, the statement of reason to be sufficiently clear
and specific so that a person of average intelligence can identify the basis for the insurer's
decison without further inquiry. Generalized terms such as "persona habits', "living
conditions’, " credit history, poor credit history, poor credit rating, poor insurancescore",
or "poor morals' shall not suffice to meet the requirements of this subsection. The notice shall
also state that the insured may be eligible for insurance through the Missouri basic property
insurance inspection and placement program.

2. Thissection shall not apply to nonrenewal.

375.004. 1. Noinsurer shall refuseto renew apolicy unlesstheinsurer or itsagent mails
or deliversto the named 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 statement of reason to be sufficiently clear and specific so that aperson
of average intelligence can identify the basis for the insurer's decision without further inquiry.
Generalized terms such as "personal habits", "living conditions", " credit history, poor credit
history, poor credit rating, poor insurancescore", or "poor morals' shall not suffice to meet
the requirements of this subsection. The notice shall also state that the insured may be eligible
for insurance through the Missouri basic property insurance inspection and placement program.
This section shall not apply:

(1) If theinsurer has manifested its willingness to renew; or

(2) In case of nonpayment of premium; or

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

(4) If theinsured failsto pay any advance premium required by the insurer for renewal.

2. Renewal of apolicy shall not constitute awaiver or estoppel with respect to grounds
for cancellation which existed before the effective date of the renewal.

3. Noinsurer shall useweather-related claimsasabasisfor theinsurer'sdecision
torefuseto renew apolicy.

4. Noinsurer shall consider asa claim any inquiry by theinsured into whether a
policy will cover aloss or asto the type or level of coverage. No insurer shall use such
inquiriesas a basisfor nonrenewing the policy.

5. Noinsurer shall usearating plan or rating system that surchargestheindividual
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insured's dwelling fire or homeowners insurance premium based upon the insured's
weather-related claims or the insured's inquiries as described in subsection 4 of this
section.

379.810. Thereishereby established the"Missouri [ Basic Property Insurance Inspection
and Placement Program] FAIR (Fair Accessto Insurance Requirements) Plan" (hereinafter
referred to as "[program] the plan") to make available [basic] property insurance 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 methods. Such [program] plan shall provide for the
equitabledistribution and placement of risksamong all insurersin the manner and subject to the
conditions hereinafter stated.

379.815. Asused in this section, the following terms mean:

(1) "All-industry placement facility" (hereinafter referred to as "the facility”), the
organization formed by insurersto assi st applicantsin securing basi c property insurance, toissue
policies and to administer the [program] plan and the joint reinsurance association;

(2) ["Basic property insurance", the coverage against direct loss to real and tangible
personal property at afixed location that is provided in the standard fire policy and extended
coverage endorsement, including builders risk, and such vandalism and malicious mischief
endorsements, and such other classes of insurance as may be added to the program with respect
tothe property by amendment as hereinafter provided. Basic property insurancedoesnot include
automobilerisks or such types of manufacturing risks as the governing committee may exclude
with the approval of the director. Any contract, as defined in section 375.918, RSMo, of the
facility shall be subject to the provisions of section 375.918, RSMo;

(3)] "Commercia", [basic property insurance not included under the personal lines
statistical plan] property insurance for business or nonprofit interests which is not for
personal, family, or household purposes;

[(4)] (3) "Director", thedirector of the department of insurance of the state of Missouri;

[(5)] (4) "Habitationa", [basic] property insurance included under the personal lines
statistical plan;

[(6)] (5) "Inspection bureau", the[rating bureau or other organization] entity designated
by the facility [with 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 thedirector;

[(7)] (6) "Insurer”, any insurance company, reciprocal or interinsurance exchange or
other organi zation licensed and authorized by the director to write property insurance, including
the property insurance components of multiperil policies, on adirect basis, in this state;

[(B)] (7) "Person" includes any individual or group of individuals, corporation,
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partnership, or association, or any other organized group of persons,

[(9)] (8) "Premiumswritten”, grossdirect premiums (excluding that portion of premium
onrisksceded to thejoint rei nsurance association) charged during the second preceding calendar
year with respect to property in thisstate on all policies of basic property insurance and the basic
property insurance premium components of all multiperil policies, as computed by the facility,
less return premiums, dividends paid or credited to policyholders, or the unused or unabsorbed
portions of premium deposits,

(9) "Property insurance", real and personal property, dwelling fire program
(habitational dwelling 1-4 family), commer cial fire (commer cial and apartmentsfiveunits
and over), and homeowners program. Earthquake coverage is available as an optional
endor sement under thedwelling fire program and the homeowner s program, in addition
to other optional endorsementsunder each program. The FAIR plan isto offer dwelling
fire, commercial fire, and homeowners coverage for property owners, renters, and
condominium owners. Such productsaretobesimilar towhat isavailablein thestandard
mar ket and provideprotection against lossfrom such hazardsasfir e, lightning, wind, hail,
explosion, smoke, vehicles, air cr aft, and vandalism and maliciousmischief. TheFAIR plan
homeowner s policy shall protect against all such perilsaswell asburglary and theft, and
shall include personal liability coverage. Property insurance doesnot include automobile
risksor such types of manufacturing risks as the gover ning committee may exclude with
the approval of thedirector;

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

(11) "Secretary", the Secretary of the United States Department of Housing and Urban
Devel opment.

379.820. 1. Any property owner or [his] the owner'srepresentative, theinsurer, or the
insurance [agent or other] producer may request an inspection by the inspection bureau. Such
requests need not be in writing. The absence of a [building] property owner or [his] the
owner'srepresentative during an inspection shall not preclude a tenant seeking insurance from
obtaining an inspection under the [program] plan.

2. The manner and scope of the inspections of [program] plan business shall be
prescribed by the facility with the approval of the director.

3. Aninspection report shall be madefor each property inspected. Thereport shall cover
pertinent structural and occupancy features as well as the general condition of the building and
surrounding structures. A representative photograph of the property may be taken during the
inspection.

4. Duringtheinspection, theinspector shall point out featuresof structureand occupancy
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to the applicant or [his] the applicant's representative and shall indicate those features which
may result in condition chargesif therisk isaccepted. The inspector shall have no authority to
advise whether the facility will provide the coverage.

5. Within five business days after the inspection, a copy of the completed inspection
report, and any photograph indicating the pertinent features of the building, construction,
maintenance, occupancy and surrounding property shall be sent promptly to the facility.
Included with the report shall be a rate makeup statement, including any condition charges or
surcharges proposed as a result of the inspection and permitted by filings approved by the
director. A copy of the inspection report shall be made available to the applicant upon request.

379.825. 1. The facility, upon receipt of an application for coverage and the
corresponding inspection report from the inspection bureau, shall, after it finds that the property
iseligible for insurance under this [program] plan, issue a policy.

2. The facility shall apportion the liability so assumed to the insurers in the manner
hereinafter provided in section 379.835.

3. Assessmentsupon each insurer inthe [program] plan for expensesin connection with
[program] plan business shall belevied and assessed by the governing committee of thefacility
in the manner hereinafter provided in section 379.835, subject to such minimum assessment as
shall be established by the governing committee.

4. Subject to the insurable value thereof, the maximum limits of liability which may be
placed through this[program] plan are: onany habitational property at onelocation, [two] three
hundred thousand dollars; and on any commercial property at one location, [one] three million
dollars. Thefacility will endeavor to assist in placement when the requested amount of insurance
exceedsthemaximum limit of liability availableunder this[program] plan. Theword "location"
as used herein meansreal and personal property consisting of and contained in asingle building
or consisting of and contained in contiguous buildings under one ownership.

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

(1) Therisk isacceptable; or

(2) Therisk isacceptable at a surcharged rate and the improvements necessary before
coverage will be provided at an unsurcharged premium rate; or

(3) Therisk will be acceptable if the improvements noted in the action report are made
by the applicant and confirmed by reinspection; or

(4) Therisk isnot acceptable for the reasons stated in the action report.

2. In the event a risk is declined because it fails to meet reasonable underwriting
standards, the facility will so notify the applicant.

(1) Reasonableunderwriting standardsshall include, but not belimitedto, thefollowing:
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(a) Physical condition of the property, such asits construction, heating, wiring, evidence
of previousfires or general deterioration;

(b) Itspresent use or housekeeping, such as vacancy, overcrowding, storage of rubbish
or flammable materials.

(2) Neighborhood or area location or any environmental hazard beyond the control of
the property owner shall not be deemed to be acceptable criteriafor declining arisk.

3. If therisk is acceptable to the facility, the facility shall notify the applicant, and the
licensed producer designated by the applicant, of the acceptability of the risk and the premium
to be charged. Thefacility, upon receipt of the premium, shall within three business daysissue
the policy to be effective at 12:00 noon of the date of the receipt of the premium, unless alater
effective date is specified. The policy shall be forwarded to the applicant with a copy to the
licensed producer. Thefacility shall pay the commission to the licensed producer designated by
the applicant.

4. In the event the risk is conditionally declined because the property does not meet
reasonabl e underwriting standards but can beimproved to meet such standards, the facility shall
promptly advise the applicant what improvements noted in the action report should be made to
the property. Upon completion of the improvements by the applicant or property owner, the
facility, when so notified, will have the property promptly reinspected and thereupon shall
process the application in the manner described in subsection 3 of this section.

5. If the inspection of the property reveas that there are one or more substandard
conditions, surcharges may beimposed in conformity with thefilings approved by the director.

6. If thefacility declinestherisk, or agreesto writethe coverage sought on condition that
the property will be improved, it shall promptly send a copy of both the inspection and action
reports to the property owner and the director. At the timethe facility sends such reportsto the
property owner, it shall also explain[his] the owner'sright to appeal the decision of thefacility
to the director pursuant to section 379.850 of the [program] plan and shall [in writing] set forth
in writing the procedures to be followed for such appeal.

7. A list of all insureds written through the plan shall be made available to any
person who makes a request for such information at a nominal charge that has been
approved by thedirector.

379.835. 1. A "Joint Reinsurance Association" (hereinafter referred to as "the
association") shall be created consisting of al insurers. The association shall assume from the
facility one hundred percent reinsurance on behalf of insurersand shall distribute theliability in
accordance with section 379.825.

2. Each insurer shall participate in the writings, expenses, profits and losses of the
association in the following manner:
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(1) For habitational risks, the same proportion asits habitational premiumswritten bear
to the aggregate habitational premiums written by all insurersin the [program] plan;

(2) For commercial risks, the same proportion asits commercial premiumswritten bear
to the aggregate commercia premiums written by al insurersin the [program] plan.

3. Such association shall adopt a plan of operation and rules of procedure which, prior
to being placed in effect, shall be filed with and approved by the director. Any amendmentsto
the 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. All policiesissued shall befor [basic] property insurance on the formsand
in accordance with the rate or rating procedures approved by the director for use with the
[program] plan. Such policies shall be issued for aterm of one year.

2. Thefacility and all policiesissued by the facility shall be subject to the unfair
claims settlement practices act pursuant to sections 375.1000 to 375.1018, RSMo, and the
unfair trade practices act pursuant to sections 375.930 to 375.948, RSMo.

379.845. 1. Thefacility shall not cancel apolicy or binder issued under the [program]
plan without approval of the governing committee except in case of:

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

(2) For nonpayment of premium; or

(3) Fraud or material misrepresentation; or

(4) A finding by the facility on the basis of satisfactory evidence 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 insured.

2. Any notice of cancellation or notice of nonrenewal of apolicy or binder issued under
the[program] plan, together with aclear and specific statement of the reason therefor, shall be
sent to theinsured and a copy retained by thefacility. Thenotice shall statetheactual reason
for proposing the action and shall be sufficiently clear and specific so that a person of
averageintelligencecan identify thebasisfor thefacility'sdecision without further inquiry.
Generalized termsshall not sufficeto meet thisrequirement. Any such notice shall be sent
not less than [thirty] sixty days prior to the cancellation or nonrenewal of any risk under the
[program] plan to allow ample time for an application for new coverage to be made and a new
policy to be written 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[program] plan and shall be accompanied by astatement that theinsured hasaright of appeal
as hereinafter provided.
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379.850. 1. Any applicant may appeal adecision of thefacility relating to the conditions
for acceptance or denial of coverage to the director, in writing, within thirty days from the
decision of the facility.

2. Other than as provided in subsection 1 of this section, any applicant or insurer shall
have the right of appeal to the governing committee. A decision of the committee may be
appeaed to the director, in writing, within thirty days from the action or decision of the
committee.

379.855. 1. Commission under the [program] plan shall be twelve percent on new
business and ten percent on renewal business on the policy premium and shall be paid to the
licensed producer designated by the applicant.

2. If alicensed producer is not designated, the commission shall be deposited by the
facility in afund to be held by the director to be applied to the state of Missouri contribution as
provided in Section 1223, Para (1), of U.S. Public Law 90-448. One year after termination of
the [program] plan, any funds so held by the director and not applied as above set out shall be
paid over to the treasurer of the state of Missouri as general revenue.

379.860. 1. This [program] plan shall be administered by a governing committee
(hereinafter referred to as "the committee”) of the facility, subject to the supervision of the
director, and operated by a manager appointed by the committee.

2. The committee shall consist of [thirteen] fifteen members:

(1) Ten members shall be elected from the following:

American Insurance Association, two

Alliance of American Insurers, two

National Association of Independent Insurers, two

All other stock insurers, two

All other nonstock insurers, two

(2) [Three] Five members shall be appointed by the director from each of thefollowing:

Missouri insurer, one

Licensed agent of an insurer, two

Consumer representatives, two

Not more than one insurer in a group under the same management or ownership shall
serve on the committee at the same time.

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

4. A temporary governing committee shall be appointed by the director to serve until an
official committee is duly elected and appointed.
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379.865. 1. There shal be an annual meeting of the insurers and members of the
governing committee on a date fixed by the committee and approved by the director.

2. A special meeting may be called at such time and place designated by the committee
or upon thewritten request to the committee of any committee member or any teninsurers, not
more than one of which may be in a group under the same management or ownership.

3. Twenty days notice of such annual or special meeting shall be giveninwriting by the
committeeto all insurersand committee members. A mgjority of theinsurers shall constitute
aquorum. Voting by proxy shall be permitted. Notice of any meeting shall be accompanied by
an agenda for such meeting.

4. Any matter may be proposed and voted upon by mail, provided such procedure is
unanimously authorized by the members of the committee present and voting at any meeting of
the committee. If so approved by the committee, notice of any proposal shall be mailed to the
committee member sand insurers not less than twenty days prior to the final date fixed by the
committee for voting thereon.

5. At any regular or special meeting at which the vote of the insurers is or may be
required on any proposal or any vote of theinsurerswhich may betaken by mail on any proposal,
such votes shall be cast and counted on a weighted basis in accordance with each insurer's
premiums written. On any proposal, deemed by the committee to relate exclusively to
habitational or exclusively to commercia business, the votes shall be cast and counted on a
weighted basi sin accordancewith eachinsurer'srespective habitational or commercia premiums
written, as the case may be. A proposa shall become effective when approved by at least
two-thirds of the votes cast on such weighted basis.

379.870. 1. Thecommittee shall meet asoften asmay berequired to perform the general
duties of administration of the [program] plan or on the call of the director.

2. The committee shall be empowered to appoint a manager, who shall serve at the
pleasure of the committee and the director, to budget expenses, levy assessments, disburse
funds, and perform all other duties provided herein or necessary or incidental to the proper
administration of the [program] plan. The adoption of or substantive changesin pension plans
or employee benefit program shall be subject to approval of committeemember s, insurers, and
the director. Assessments upon each insurer shall be levied on the basis of its premiums
written.

3. Annually the manager shall prepare an operating budget which shall be subject to
approval of the committee and the director. Such budget shall be furnished to the members
and insurers after approval. Any contemplated expenditure in excess of or not included in the
annual budget shall require prior approval by the committee and the director.

4. The committee shall furnish to all committee member s, insurers, and to the director
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awritten report of operations annually in such form and detail asthe [committeg] dir ector may
determine.

5. The presence of [seven] nine members of the committee, at least five of whom shall
be insurers, shall constitute a quorum.

6. The committee shall appoint an underwriting committee to review with the manager
of the[program] plan riskswhich have been submitted for insurance and may appoint such other
committees as it may deem advisable. The director shall be informed in writing of the
appointment of all committees.

379.875. 1. Thefacility shall separately code and maintain separate stati sticson business
written in accordance with the foregoing [program] plan and shall make reports thereon as may
be required by the committee and director.

2. The manager shall submit annually or at such other periods as may be designated by
thedirector to the committee, thedirector and the Secretary of Housing and Urban Devel opment,
areport setting forth the number of requests for inspections, the number of risks inspected, the
number of policieswritten, the number of risks conditionally accepted and reinspections made,
the number of risks declined, the number and amount of all claims submitted, denied, and
paid, and such other information as the director may request.

379.880. All insurers agree to undertake a continuing public education program, in
cooperationwith producersand others, to assurethat the [ basi c property insuranceinspection and
placement program] FAIR plan receives adequate public attention.



