





10.02 When the Association knows or has reason to believe that

(a) it has or will incur losses from a hurricane that exceed reinsurance and other
reasonably available assets of the Association, such that one or more bond issues or
other financing, or both, will be necessary to pay claims losses and other related
expenses or

(b) the Association has a deficit that cannot be reasonably resolved by income available
to the Association,

then the Association shall immediately give notice to the Commissioner and request that the
Commissioner implement an excess hurricane loss surcharge on all property and casualty insurance
premiums for insurance for property and operations in this state designed to recover to the
Association the amount of all such bonds and other indebtedness resulting from the hurricane or
other deficit. Reasonably available assets of the Association include regular assessments, as
described in Section 7 of the Plan.

10.03 When the Association knows or has reason to believe that surcharges authorized by HB
1500 and the Plan and previously established by the Commissioner will be insufficient to timely
pay or redeem bonds or indebtedness, the Association shall immediately give notice to the
Commissioner and request that the Commissioner alter such surcharge as necessary to timely
pay or redeem bonds or pay other indebtedness.

10.04 The Commissioner has the duty and power to adjust the percentage of any surcharge
previously established as the Commissioner finds appropriate taking into consideration any relevant
factors, including, but not limited to, consolidation or replacement of bonds, any additional
indebtedness resulting from a hurricane, the rate of recovery, anticipated length of total recovery,
and the impact of other hurricanes. The Commissioner shall not reduce the amount of
assessments implemented and designated to pay or redeem bonds or other indebtedness below the
amount necessary to timely pay or redeem such bonds or other indebtedness.

SECTION 11.00 VOLUNTARY WRITINGS

11.01 The following procedures are designed to motivate assessable insurers to write essential
property insurance in the Coast Area. These procedures apply to participation of assessable
insurers in losses of the Association after January 1, 2009, which is measured by the business
written by assessable insurers in the previous year. By way of example, an assessable insurer’s
participation in a loss during 2009 will be measured by the business written by that insurer during
2008.

11.02 Each year, the Association shall request each assessable insurer to report its voluntary
writings to the Association on forms provided by the Association. This form is the “Assessable
Insurer Voluntary Writings Report Form,” which will be provided by the Association.

11.03 Each assessable insurer must report individually on separate Assessable Insurer Voluntary
Writings Report Forms. Affiliated insurers have the option to combine their voluntary writings.
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Affiliated insurers that wish to combine their voluntary writings must indicate on their
individual Assessable Insurer Voluntary Writings Report Forms the desire to combine voluntary
writings. Affiliated insurers must identify on their individual Assessable Insurer Voluntary
Writings Report Forms the affiliated insurers with which they wish to combine.

11.04 The deadlines established in Section 5.04 of this Plan apply to the Assessable Insurer
Voluntary Writings Report Form. Any assessable insurer that does not comply with these deadlines
shall be considered to not have any voluntary writings.

11.05 The Association shall compare the voluntary writings of each insurer, or affiliated group
of insurers, to the insurer’s total statewide property premiums written for the same calendar
year. To obtain an insurer's percentage for use in Section 11.06 of this Plan, the insurer's
voluntary writings shall be divided by their statewide property premiums to determine a
percentage.

11.06 Assessable insurers that fail to voluntarily write property business in the Coast Area at a
sufficient level will forfeit a portion of their reimbursement for regular assessments. This forfeiture
does not apply to reimbursements for regular assessments in 2008 as such reimbursements are
based on voluntary property writings in 2007. The forfeiture penalty will begin with reimbursements
for regular assessments in 2009 as such reimbursements are based on voluntary writings in 2008.
The forfeiture schedule for regular assessments in 2009 based on voluntary writings in 2008 is as
follows:

(a) Assessable insurers with voluntary writings that amount to 5% or more of their
total statewide property premiums will receive their entire reimbursement without

penalty.

(b) Assessable insurers with voluntary writings that amount to less than 5% but
equal to or greater than 4% of their total statewide property premiums will forfeit
ten percent (10%) of their reimbursement for regular assessments.

(©) Assessable insurers with voluntary writings that amount to less than 4% but
equal to or greater than 3% of their total statewide property premiums will forfeit
twenty percent (20%) of their reimbursement for regular assessments.

(d) Assessable insurers with voluntary writings that amount to less than 3% but
equal to or greater than 2% of their total statewide property premiums will forfeit
thirty percent (30%) of their reimbursement for regular assessments.

(e) Assessable insurers with voluntary writings that amount to less than 2% but
equal to or greater than 1% of their total statewide property premiums will forfeit
forty percent (40%) of their reimbursement for regular assessments.

(f) Assessable insurers with voluntary writings that amount to less than 1% of their
total statewide property premiums will forfeit fifty percent (50%) of their
reimbursement for regular assessments.
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(9)

11.06-B

Assessable insurers with no voluntary writings will forfeit one hundred percent
(100%) of their reimbursement for regular assessments.

The forfeiture schedule for regular assessments in 2010 based on voluntary

writings in 2009 is as follows:

(a)

(b)

(c)

(d)

(e)

(f)

(9)

(h)

(i)

11.06-C

Assessable insurers with voluntary writings that amount to 7.5% or more of
their total statewide property premiums will receive their entire reimbursement
without penalty.

Assessable insurers with voluntary writings that amount to less than 7.5% but
equal to or greater than 6% of their total statewide property premiums will forfeit
seven and a half percent (7.5%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 6% but
equal to or greater than 5% of their total statewide property premiums will forfeit
fifteen percent (15%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 5% but
equal to or greater than 4% of their total statewide property premiums will forfeit
twenty percent (20%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 4% but
equal to or greater than 3% of their total statewide property premiums will forfeit
twenty-five percent (25%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 3% but
equal to or greater than 2% of their total statewide property premiums will forfeit
thirty percent (30%) of their reimbursement for regular assessments.
Assessable insurers with voluntary writings that amount to less than 2% but
equal to or greater than 1% of their total statewide property premiums will forfeit
forty percent (40%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 1% of their
total statewide property premiums will forfeit fifty percent (50%) of their
reimbursement for regular assessments.

Assessable insurers with no voluntary writings will forfeit one hundred percent
(100%) of their reimbursement for regular assessments.

The forfeiture schedule for regular assessments in 2011 and beyond based on

voluntary writings in 2010 and beyond is as follows:

(a)

Assessable insurers with voluntary writings that amount to 10% or more of
their total statewide property premiums will receive their entire reimbursement
without penalty.
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(b)

(c)

(d)

(e)

(f)

(9)

(h)

§))

(k)

(1

Assessable insurers with voluntary writings that amount to less than 10% but
equal to or greater than 9% of their total statewide property premiums will forfeit
five percent (5%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 9% but
equal to or greater than 8% of their total statewide property premiums will forfeit
ten percent (10%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 8% but
equal to or greater than 7% of their total statewide property premiums will forfeit
fifteen percent (15%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 7% but
equal to or greater than 6% of their total statewide property premiums will forfeit
twenty percent (20%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 6% but
equal to or greater than 5% of their total statewide property premiums will forfeit
twenty-five percent (25%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 5% but
equal to or greater than 4% of their total statewide property premiums will forfeit
thirty percent (30%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 4% but
equal to or greater than 3% of their total statewide property premiums will forfeit
thirty-five percent (35%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 3% but
equal to or greater than 2% of their total statewide property premiums will forfeit
forty percent (40%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 2% but
equal to or greater than 1% of their total statewide property premiums will forfeit
forty-five percent (45%) of their reimbursement for regular assessments.

Assessable insurers with voluntary writings that amount to less than 1% of their
total statewide property premiums will forfeit fifty percent (50%) of their
reimbursement for regular assessments.

Assessable insurers with no voluntary writings will forfeit one hundred percent
(100%) of their reimbursement for regular assessments.

11.07 Reimbursements for regular assessments that are forfeited become assets of the

Association.
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11.08 OMITTED

11.09 At the first meeting of the Board after June 1 of each year, the Manager shall provide the
Board with a report of the voluntary writings in the previous year and the Board shall consider the
need to amend this section of the Plan.

11.10 Participation by assessable insurers in losses of the Association that are incurred prior
to January 1, 2009 is determined without regard to voluntary writings.

SECTION 12.00 APPEALS BY ASSESSABLE INSURERS AND OTHERS

12.01 Any assessable insurer, other licensed insurer, or licensed producer placing insurance
through a non-admitted insurer, who may be aggrieved by an act, order, ruling, or decision of
the Association may, within thirty days after such ruling, appeal to the Commissioner. Any
hearings held by the Commissioner pursuant to such an appeal shall be in accordance with the
procedure set forth in the insurance laws of Mississippi. The Commissioner is authorized to appoint
a member of his staff for the purpose of hearing such appeals, and a ruling based upon such hearing
shall have the same effect as if heard by the Commissioner.

12.02 All assessable insurers, other licensed insurers, or licensed producers placing
insurance through a non-admitted insurer, aggrieved by any order or decision of the
Commissioner may appeal to the Chancery Court of the First Judicial District of Hinds County,
Mississippi, consistent with the insurance laws of the State of Mississippi.

SECTION 13.00 INDEMNITY

13.01 The Association shall indemnify each Board member, each member of a committee or any
subcommittee, each officer, each employee, and each person acting at the direction or for the benefit
of the Association, and the estate, executor, administrator, heirs, legatees, and devises of any such
person against all judgments, including interest, fines, amounts paid or agreed upon, settlement,
reasonable costs and expenses including attorneys fees, and any other liability that may be incurred
as a result of any claim, action, suit, or proceeding, whether civil, criminal, administrative, or other,
prosecuted or threatened to be prosecuted, for or on account of any act performed or omitted or
obligation entered into, or done or omitted in good faith without intent to defraud and within what he
or she reasonably believed to be the scope of his employment or authority and for a purpose which
he or she reasonably believed to be in the best interest of and in connection with the administration,
management, conduct, or affairs of the Association, and with respect to any criminal actions or
proceedings, in addition, had no reasonable cause to believe that his or its conduct was unlawful.
Provided, however, that if any such claim, action, suit, or proceeding is compromised or settled, it
must be done so with the prior and express approval of the Board.

13.02 The right of indemnification hereunder shall not be exclusive of other rights such person or
insurer may have as a matter of law or otherwise.

13.03 In each instance in which a question of indemnification hereunder arises, determination in the
first instance of the right to indemnification hereunder, and of the time, manner and amount of
payment thereof, shall be made by majority vote of the members of the Board not charged with the
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same or similar conduct. If all members of the Board have been charged with the same or similar
conduct, any questions of indemnification shall be determined by the court in which such actions may
proceed.

13.04 The indemnification provided for in this section shall be deemed to be an expense of the
Association.

PART IT - PROCEDURES AND UNDERWRITING RULES

SECTION 14.00 COMMISSION

14.01 The commission due to the licensed producer or broker designated by the applicant shall be
no more than 15% for new business and no more than 10% for renewal.

SECTION 15.00 DEDUCTIBLES

15.01 The Association shall offer a two percent (2%) deductible for a loss from a named storm
and shall also offer options for other deductibles for a loss from a named storm with appropriate rate
reductions that shall include at least a twenty percent (20%) deductible for a loss from a named
storm.

SECTION 16.00 ZONE RATING

16.01 As required by Section 14(4) of HB 1500, the Association shall use actuarially-appropriate
geographical zones for rating as approved by the Board and the Commissioner.

The Association may use any grants or subsidies available to the Association to reduce any negative
effects resulting from geographical zone rating that might impair the economic recovery of the Coast
Area.

SECTION 17.00 APPLICATIONS

17.01 Any person or entity having an insurable interest in insurable property eligible for
coverage with the Association is entitled to apply to the Association for the essential property
insurance coverage offered by the Association.

17.02 Applications must be submitted on the forms prescribed by the Association.

17.03 Applications must be made on behalf of the applicant by a licensed Mississippi resident
licensed producer or broker authorized by the applicant(s).

17.04 To be considered, applications must contain a statement by the applicant that there are no
unpaid premiums due from the applicant for insurance on the property.

SECTION 18.00 INSPECTIONS AND REPORTS

18.01 Before coverage can be issued, it is required that there be an inspection of the property by
23



the Inspection Bureau. The manner and scope of the inspection shall be prescribed by the
Association.

18.02 The fee for the inspection shall be paid by the applicant and is not refundable if the
application is denied.

18.03 The Inspection Bureau must be provided full access to the building, but the presence of
the owner of a building may not be required for a tenant seeking insurance.

18.04 An inspection report shall be made for each property inspected. The report shall cover
pertinent structural and occupancy features as well as the general condition of the building.

18.05 Representative photographs of the property may be taken during the inspection.

18.06 After the inspection, a copy of the completed inspection report and any photograph(s)
indicating the pertinent features of the building, construction, maintenance and occupancy, shall be
sent within fifteen days (15) to the Association.

18.07 All reports of inspection performed by or on behalf of the Association shall be made
available to the assessable insurers of the Association, applicants, licensed producers, brokers,
and the Commissioner

SECTION 19.00 UNDERWRITING

19.01 The Association shall, within a reasonable time after receipt of the inspection report and
application, advise the licensed producer or applicant that:

(a) The risk meets underwriting standards and is otherwise acceptable and coverage will
be issued upon timely payment and actual receipt by the Association of the
applicable premium or premium installments; or

(b) The risk is not accepted but will be acceptable if improvements noted in the action
report are made by the applicant and confirmed by re-inspection; or

(©) The risk is not acceptable for the reasons stated in the action report.
19.02 In the event a risk is declined because it fails to meet underwriting standards, the
Association shall notify the applicant or his licensed producer or broker. Underwriting standards
shall include, but not be limited to, the following:

(a) The amount of insurance requested, together with other insurance, is within
reasonable relationship to the actual cash value of the property involved;

(b) Physical condition of the property, such as its construction, evidence of previous
damage or general deterioration;

(©) Its present use or housekeeping, such as vacancy, overcrowding, storage of rubbish
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or flammable materials;

(d) Violation of law, public policy, morals, and the character or integrity of the property
owner or occupant;

(e) Failure to meet applicable building codes;

(f) The verification of flood coverage on structures located in flood zones denoted as A
and V.

19.03 Any one (1) or two (2) family dwelling built, rebuilt, altered or remodeled in compliance with
the applicable building codes, including design-wind requirements, which is not otherwise rendered
uninsurable by reason of use, occupancy, or state of repair shall be an insurable risk, subject to other
underwriting standards.

19.04 Arisk shall not be declined for neighborhood, area, location, or environmental hazards beyond
the control of the applicant.

19.05 In any case where a risk, not accepted because the property does not meet reasonable
underwriting standards, can be improved to meet such standards, the Association may advise the
licensed producer or applicant what improvements, noted in the action report, should be made to the
property to make it acceptable.

19.06 Rate surcharges may be made applicable as approved by the Commissioner.

19.07 The rates, rating plans, rating rules, forms, and endorsements applicable to the insurance
written by the Association shall be those approved for use of the Association by the
Commissioner. Rates shall be nondiscriminatory as to the same class of risk.

SECTION 20.00 COVERAGE LIMITS

20.01 Coverage limits shall be determined by the value of the insurable property at the time the
policy is issued subject to maximum limits

20.02 The Association shall not intentionally issue insurance above the reasonable insurable value
of the property.

20.03 No dwelling property may be insured for more than one million dollars ($1,000,000.00) for
the structure and two-hundred and fifty thousand dollars ($250,000.00) on contents contained
therein.

20.04 No commercial property location may be insured for more than one million dollars
($1,000,000.00). Location means real and personal property consisting of and contained in a single
building, or consisting of or contained in contiguous buildings when rated as one (1) risk by the
Mississippi State Rating Bureau.
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20.05 Commercial property with limits of one million dollars ($1,000,000.00) can be written on
blanket policy. The blanket policy can cover several structures at a single location address, several
structures at several addresses, or a combination thereof. When a multi-location or a commercial risk
is written blanket with multi-locations, the maximum coverage shall apply to the total location or
locations.

20.06 An endorsement allowing policies written in the Coast Area to act as primary coverage may
be written when maximum limits are written in the Association.

SECTION 21.00 STANDARD POLICY COVERAGE
21.01 All policies issued shall be the essential property insurance on standard policy forms for
Windstorm and Hail as approved by the Commissioner, and such policies shall be issued for a term
of one year.
21.02 Upon approval by the Association of an application for insurance and upon timely receipt by
the Association of the applicable required premium, the Association shall issue, or cause to be
issued, a policy of essential property insurance. Such coverage shall be dependent upon the
timely payment and actual receipt by the Association of premiums or premium installments as
provided for at the time of application.
SECTION 22.00 CANCELLATION
22.01 Grounds for cancellation shall be:

(a) Non-payment of premium;

(b) Default in payment under an independent premium payment arrangement;

(©) Evidence of incendiarism;

(d) Misrepresentation or concealment of any material fact either before or after loss;

(e) Cause which would have been grounds for non-acceptance of the risk had such cause
been known at the time of acceptance;

4] Cause arising subsequent to the inspection which would have been grounds for non-
acceptance of the risk had such cause existed at the time of acceptance; or

(9) At the request of the insured or the insured’s representative.

22.02 Notice of cancellation, together with a statement of the reason for cancellation, shall be sent
to the insured and a copy sent to the insured’s representative.

22.03 When a policy is canceled under this Section, such policy shall not be reinstated. Continued
coverage, if desired, shall be based on a new application subject to all requirements of the Plan.
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SECTION 23.00 APPEALS FROM APPLICANTS AND INSUREDS

23.01 Any applicant for insurance that has been rejected and any insured whose policy has been
canceled may appeal to the Board of Directors within fifteen (15) days after final ruling, action or
decision of the Association. The Board or an Appeals Committee designated by the Board shall hear
and determine such appeal within fifteen (15) days after the same is filed. Such determination may
be appealed to the Commissioner within thirty (30) days as provided by Statute.

23.02 Orders of the Commissioner shall be subject to judicial review as provided by Statute.

23.03 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 time
prescribed in the Plan, such applicant may appeal to the Commissioner. The Commissioner or a
designated member of his staff, after reviewing the facts, may direct the Association to issue or
cause to be issued an insurance policy to the applicant; however, no coverage shall be in effect until
such time as the premium is paid and the policy issued.
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