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problem anua Senator Jonn Burney of New Hanover drew a Lill to set
up a plan to do the job. After hearings on this bill, certain
objections were raised by representatives of the insurance
companies and Senator Burney replaced his initial bill with a
second one. A subcommittee to study this bill was appointed Ly
Chairman Dallas Alford o1 the Senate Insurance committee;
following which action hearings were held and some cunanges made
at the suggestion ot the insurance company representatives.

At the same time representatives of each of +the three
national industry trade organizations met with memkers of the
local company committee and a plan was evolved, known as the
"North Carolina Fire and Extended Coverage Plan for Properties in
Beach Area oI Zone 1l." (Zone 1 is constituted largely oi tnose
counties bordering on the Atlantic Ocean and Sounds.) This was
done to comply with the provisions of Senator burney's bill,
which arter hearings was passed by poth houses or the
Legislature. His bill provided, among other requirements that
the insurance companies file a plan to take <care of beach
properties and particularly to make periodic reports on
cancellations and acceptances. The plan drawn Dby the 1i1ndustry
representatives (see Appendix A attached) was a voluntary one and
set up procedures for inspections, reports to the interested
companies and reports to the property owner as to derficiencies
rendering the property uninsuralfle so that corrections could be
made and insurance obtained. Action reports were required in
each instance to ke filed with the Insurance Commissioner so that

he could know what was being done. To date declinations under

the plan, which was approved in September 1967 by +tne Insurance






risks. A summary of these revealed that fifty percent (50%) of
the stock companies were writing their fair share and thirty
percent (30%) some coverage. Twenty-five percent (25%) of the
mutual companies were doing their fair share and thirty percent
(30%) were writing some coverage in the area. Practically no
company Wwas agreeable to krokerage and even when agreeable, only
on a restricted basis.

This points up the fact tnat despite the efforts of
some companies - both stock and mutual - there are many who have
made little or no effort to alleviate the conditions existing,
even though it has been made very clear to tnem, when the
voluntary plan was approved, that unless relief was rendered some
more drastic plan might be forthcoming.

As a result of the fairly recent shrinkage of the
market on properties located in so-called "gnetto" areas as a
result of the severe riots and civic disturbances of the past few
years a plan has been created by legislation in the Unitea States
Congress, through tne Department of Housing ana Urban
Development, under which a reinsurance pool may be set up to take
care of losses as a result of riots. As of October 29, 1968,
Commissioner Edwin S. Lanier approved the plan filed 1in this
state, known as "The North Carolina Basic Property Insurance
Inspection and Placement Plan" (see appendix B Ior a copy). The
Plan, known as the "Fair Plan", is a voluntary one and hnas been
subscribed to by 212 of the 217 companies writing fire and
extended coverage business in the state. These 212 companies are
writing slightly over 80% of the entire volume of such business

in ©North Carolina. vesigned to take care of so-called "gnhetto"






writings total approximately $100,000,000 it is estimated that
should extremely adverse conditions develop this could reach a
limit of $5,000,000 annually.

As opposed to the weaknesses cited above the present
"Fair Plan'" has some excellent features in it which make it
superior to the present Voluntary Beach Plan (Appendix A);
namely, (1) it resolves the capacity problem up to a limit on an
individual risk of one and a half million dollars, (2) it insures
that all companies, whether or not they have agents in Zone 1,
will carry their relative share c¢f each risk, (3) an application
can be made directly to the Association for an inspection rather
than through an agent or company, (4) manner and scope of
inspection must be approved by Insurance Commissioner, (5) a risk
cannot be declined "for neighborhood or area location or any
environmental hazard beyond the control of the property owner'",
(6) assured must be informed of reasons for any declination and
given opportunity of making corrections to render property
insurable, (7) thru the National reinsurance arrangement
administrative problems would be much simgpler than under a
separate beach plan.

Cancellations are covered by Section IX and note should
be made that any cancellation notice to the 1insured must bDe
accompanied by a statement that the insured has a right of appeal
as covered by Section X.

among the alternatives available are: (1) the Insurance
Commissioner has the authority to amend the "Fair Plan" to
include the Beach areas, (2) legislation may be effected to make

the plan mandatory for all companies writing fire and extended



roverage in North Carolina, (3) 1if these two steps are taken the
expiration of the plan should be extended to at least a five year
term or at the will of the Commissioner (it must be remembered
that the present plan expires at the end of 1969 or sooner if the
National plan should expire), (4) by effecting an entirely
separate "pooling" plan which would be mandatory.

There is no doubt in the minds of this committee that
there are definite and severe restrictions on the development ot
the economy of our coastal counties by the restricted fire and
extended coverage market in those areas. This problem, ratner
than having improved since the approval of the so-called
voluntary beach plan in September 1967, which was presented by
the insurance 1industry to comply with the requirements of the
bill presented by Senator Burney at the legislative session
earlier that year, has further deteriorated. Property owners are

ased aifficulties in oktaining sufficient insurarice
d with the <cancellation of policies previously
n addition some companies are declining to renew
Xxpiration. Numerous companies have no agents in
lso decline to accept brokerage on beach properties.
Committee, accordingly, recommends tnat legislation

and passed at the coming legislative session
a mandatory plan to provide fire and extended
rance on 1insurable ©properties located 1in beach

plan, through a reinsurance pool set-up, should
ly a capacity to enable all assureds to obtain

line with the value of their property but it would



also force all companies to carry their fair share of such

coverage. For suggested legislaticon see Appendix C.



Appendix A

NORTH CAROLINA FIRE & E. C. PLAN

FCR PROPERTIES

IN BEACH AREA OF

ZONE I

PURPOSE

s Plan is designed to make basic fire and extended
urance available for insurable buildings which are
ach Area, Zone I, in the State of North Carolina
insurance has been difficult to obtain. Beach Area,
‘fined - "All localities South and East of the Inland
| the South Carolina line to Fort Macon (Beaufort
ce South and East of Core, Pamlico, Roanoke and
nds to the Virginia line, being those portions of

Y known as the Outer Banks."



This Plan is to be available only for those cases where
acceptance of the individual 1risk 1is questioned. It is not
designed to be used as a substitute for or an instrument of the

high hazard insurance market presently available.

This Plan is designed to correct a specific problem and
when, 1in the opinion of the Commissioner of Insurance, the
problem is solved this Plan will be terminated.

THE PLAN

1. No building eligible under this Plan will be denied
insurance unless there has first been a physical
inspection of the premises 1in accordance with the

procedure provided herein.

2. If such inspection discloses that the property 1is not
insurable because of physical hazards, the owner will
be advised by the Company or its representative of the
specific improvements or repairs which can be made to

meet reasonable underwriting standards.

3. Physical inspections will be made available to Insurers
by the inspection staff of the North Carolina Fire
Insurance Rating Bureau. Inspection expense and other
expenses relating to this Plan will be apportioned

among all Insurers participating in the Plan.

10



Rejections can only be for conditions Or reasons shown

in the Action Rerport.

If the main building meets underwriting standards but
outbuildings on the premises do not, coverage may be

written with the outbuildings excluded.

APPLICATION AND INSPECTION PROCEDURE

An application for inspection may be made through a

Company or its Agent.

The request must be made in writing to the North
Carolina Fire Insurance Rating Bureau on its special
application form with a copy to the designated Company

or Companies and to the applicant.

The property owner or his authorized representative
must be present and must accompany the inspector during
the inspection and shall sign the prescribed release
form contained in the application for inspection before

the inspection is made.

A report is made for each building inspected. This
report covers pertinent structural and occupancy
features as well as the general condition of the

building and surrounding structures. A representative
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photograph of each property will be taken during the

inspection.

5. The inspection will be made promptly and a report and
photograph filed with any designated Company after the
Agent or Company has received the application for

insurance.

6. The Insurance Company 1is the sole Jjudge as to
acceptance of the risk and 1in addition to the
inspection by the Rating Bureau may make its own

inspection of properties.

PROCEDURE AFTER INSPECTION

After the inspection, a copy of the completed
inspection form and photograph, indicating the pertinent features
of building, construction, maintenance, occupancy and surrounding

property, will be sent to the designated Company.

The Company may:

1. Agree to write the coverage (or a portion thereof) and

establish the effective date thereof.

2. Agree to write the coverage only if requested

improvements are made and confirmed by reinspection.
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3. The Bureau shall submit to the Commissioner of
Insurance quarterly reports on January 1, April 1, July
1 and October 1 of each year, setting forth by
individual company the number of risks under the Plan
which have been inspected, the number of risks
accepted, the number of risks conditionally approved
and reinspections made, and the number of risks

declined.

IMPORTANT

Inspection(s) made under this Plan and any report of
the inspection (s) are for property insurance underwriting
purposes only. Regardless of whether a policy issues, neither
the insurer, the North Carolina Fire Insurance Rating Bureau, the
agent, inspector nor any company represented thereby, will be
liable for any injury or damage claimed to arise from the
inspection(s), the inspection report (s) or the physical
conditions of the premises, or from compliance or noncomgliance
by the property owner or others with the recommendations, if any,

contained in this report.
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any rules and regulations issued by the Secretary of Housing and
Urban Development pursuant thereto.

Section III - Definitions

(1) "Insurer" means any insurance company or other
organization licensed to write and engaged in writing property
insurance business, including the property insurance components
of multi-peril policies, on a direct basis, in this state, who is
a member of the North Carolina Joint Reinsurance Association.

(2) "Servicing Insurer" means an Insurer who enters
into an agreement with the Association to issue and service
policies on risks referred to it by the Association.

(3) "Basic Property Insurance" means the coverage
against direct loss to real and tangible personal property at a
fixed location that is provided in the Standard Fire Policy and
Extended Coverage Endorsement (including builders' risk coverage)
and such vandalism and malicious mischief insurance and such
other classes of insurance as may be added to the Program with
respect to said rproperty by amendment as hereinafter provided.
Basic Property Insurance does not include automobile, farm, or
manufacturing risks.

(4) "The North Carolina Joint Reinsurance Association
(hereinafter referred to as the Association) means the
organization formed by Insurers to administer the Program herein
set forth.

(5) "Inspection Bureau" means the North Carolina Fire
Insurance Rating Eureau or other organization designated by the

Association with the approval of the Commissioner. to make
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nspections as required under this Program and to perform such
other duties as may be authorized by the Association.

(6) "Urban Area" includes such municipalities or other
political subdivisions as may be designated by the Association or
by the Commissioner in conformity with such rules and regulations
as may be promulgated by the Secretary of Housing and Urban
Development of the United States. Towns which have already been
designated by the Secretary of Housing and Urban Development as
eligible are: Asheville, Charlotte, Durham, Elizabeth City,
Fayetteville, Gastonia, Goldsboro, Greensboro, Greenville,
Hendersonville, Hickory, High Point, Kings Mountain, Lumberton,
Laurinburg, Monroe, Morganton, Mt. Airy, New Bern, Raleigh,
Rockingham, Salisbury, Sanford, Smitnfield, Tarboro, Washington,
Wilmington, Wilson, Winston-Salem.

(7) "Premiums Written" means gross direct premiums
pcrtion of premium on risks ceded to the Joint
ociation) charged during the most recent calendar
I data 1is available, as determined by the
th resrect to property in this state on all
.c Property Insurance and the Basic Property
um components of all multi-peril policies, as
Association less return premiums, dividends paid
» policyholders, or the unused or unabsorbed
tium deposits.

'ommissioner" means the Commissioner of Insurance

North Carolina.
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Section IV - Fair Plan - Inspections and Reports

(1) Any person having an insurable interest in real or
tangible personal property at a fixed location in an Urban Area
shall be entitled upon application, in person or by authorized
representative, to the Association to an inspection of the
property by the Inspection Bureau.

(2) The manner and scope of the inspections shall be
prescribed by the Association with the approval of the
Commissioner.

(3) 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 and surrounding structures. A representative photograph
of the property may be taken during the inspection.

(4) After the inspection, a copy of the completed
inspection report, and any photograph, indicating the pertinent
features of building, ccnstruction, maintenance, occupancy and
surrounding property shall be sent within fifteen days to the
Association for distribution to the Servicing Insurer designated
by the Association. Included with the report shall be a rate
make-up statement, including any condition charges or surcharges
imposed in conformity with the Program or under any substandard
rating plan approved by the Commissioner. A copy of the
inspection report shall be made available to the applicant or his

agent ugpon request.
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Section V - Fair Plan Business - Distribution and Placement

(1) The Association, upon receipt of an application for
coverage and the inspection report from the Inspection Bureau
shall refer the risk to a Servicing Insurer 1in the manner
nereinafter rrovided.

(2) Any Insurer who writes 1% or more of Basic Property
Insurance 1in the state and who has subscribed for reinsurance
offered under the Urban Property Protection and Reinsurance Act
of 1968 shall be eligible, if it so elects, to act as a Servicing
Insurer and have risks referred to it by the Association. Any
other Insurer writing Basic Property Insurance in the state who
has sukscribed for reinsurance offered under the Urpan Property
Protection and Reinsurance Act of 1968 may act as a Servicing
Insurer and likewise have risks referred to it by the
Association, subject to the apprroval of the Governing Committee
of the Association.

(3) Limits of coverage shall be provided for in rules
adopted by the Governing Committee subject to approval of the
Commissioner. Such limits shall not exceed $1.5 million
aggregate liability per risk as determined by the Committee on

tangible personal property in conjunction with otner
1g devices to obtain full insurable wvalue on any
property.

- Procedure After Inspection and Submission

(1) Any Servicing Insurer to which a risk is referred
>ciation shall, within five business days after receipt
>ection report and application, complete an action

return the same to the Association advising that:
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(a) the risk is accepted, or

(b) the risk will be accepted, if the improvements
noted 1in the action report are made by the
applicant and confirmed by reinspection, or

(c) the risk is not accepted for the reasons stated
in the action report.

(2) If the risk is accepted by the Servicing Insurer or
the Association, such Insurer shall deliver the policy or binder
to the applicant, or his designated representative, upon payment
of the premium. The premium, less the servicing charges, shall
be remitted to the Association to which such risk shall be ceded,
as hereinafter provided.

(3) In the event a risk is decl ined because it fails to
meet reasonable underwriting standards, the Association shall so
notify the applicant. Reasonable underwriting standards shall
include, but not ke limited to, the following:

(2a) physical condition of the property, such as its
ccnstruction, heating, wiring, evidence of
previous fires or general deterioration;

(b) its ©present use or housekeeping, such as
vacancy, overcrowding, storage of rubbish or
flammakle materials;

(c) violation of law, public policy or morals.

A risk shall not be declined for neighborhood or area location or
any environmental hazard beyond the control of the property
owner.

(4) In the event the risk is conditionally declined

because the property does not meet reasonable underwriting
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standards but <can be improved to meet such standards, tne
Servicing Insurer 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 Association, when so notified, will have
the property promptly reinspected and furnish the new inspection
report to the previously designated Servicing Insurer.

(5) If +the inspection of the property reveals that
there are one or more substandard conditions, surcharges snall be
imposed in conformity with any substandard rating plan approved
by the Commissioner.

Section VII - Joint Reinsurance Association

(1) The Joint Reinsurance Association shall be
authorized to assume reinsurance and to cede reinsurance on
elicible risks written by Servicing Insurers under the Program.
The reinsurance so assumed Lty the Association on behalf of all
Insurers shall be one hundred percent (100%) cessions. Servicing
Insurers shall cede 100% of each risk accepted.

(2) Each Insurer shall participate in the writings,
expenses, profits and losses of the Association in the same

i as its Premiums Written bear to the aggregate Premiums

» all Insurers in the Program.

(3) The Governing Committee, acting on behalf of the

m, shall be authorized to make a preliminary assessment

‘nsurers and such further assessments as may be deemed
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Section VIII - Standard Policy Coverage

All policies 1issued shall be for Basic Property
Insurance on standard policy forms and shall be issued for a term
of one year.

Section IX - Cancellation

(1) No Servicing Insurer shall cancel a policy or
binder issued under this Program except:

(a) for cause which would have been grounds for
non-acceptance of the risk wunder the Program
had such cause been known to the Servicing
Insurer at the time of acceptance; or

(b) for non-payment of premium; or

(c) for evidence of incendiarism; or

(d) for a finding by the Servicing Insurer on the
basis of satisfactory evidence that changes in
the physical condition of the property or other
changed conditions make the risk uninsurable.

(2) Notice of cancellation, together with a statement
of the reason therefor, shall ke sent to the insured and a copy
sent to the Association.

(3) Any cancellation notice to the insured shall be
accompanied by a statement that the insured has a right of appeal

as hereinafter provided.
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Section X - Right of Appeal

Any applicant for insurance and any person insured
under the Program or any affected insurer may appeal to the
Governing Committee within 15 days after any final ruling, action
or decision of the Association. Any decision of the Committee
may be further appealed to the Commissioner within thirty days.
Orders of the Commissioner shall be subject to judicial review.

Section XI - Commission

(1) Commission to the 1licensed agent or brokers
designated ky the applicant shall Dbe as determined by the
Committee and approved by the Commissioner.

(2) In the event of cancellation of a policy, or if an
endorsement is issued which requires premium to be returned to
the insured, the producer shall refund ratably to the Insurer
commissions on the unearned portion of cancelled liability and on
reducticns in premiums at the same rate at which such commissions
were originally paid.

Section XII - Administration

(1) This Program shall be administered by a Governing
Committee (hereinafter referred to as the Committee) of the Joint

Association, subject to the supervision of the

| The Governing Committee shall consist of eleven
#no of which shall be domestic Insurers, elected
cumulative voting by the Insurers of the Association,
in such election shall be weighted in accordance with
>bn that each Insurer's Premiums Written in the state

nost recent calendar year for which data is available
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bear to the aggregate Premiums Written by all Insurers in the
Program. The first Governing Committee may be elected at a
meeting called by the Commissioner or by mail ballot of the
Insurers. vVoting may be in person or by proxy. Nominations for
election to such Governing Committee shall close ten days prior
to the election. Pending the election of the first Governing
Committee, the Commissioner may appoint eleven Insurers to serve
temporarily on the Governing Committee. Not more than one
Insurer in a group under the same management or ownership shall
serve on the Committee at the same time.

Section XIII - Annual and Special Meetings

(1) Meetings - the annual meeting of the Insurers for
the election of the Committee and such other business as may be
necessary shall ke held in the State of North Carolina during the

month of (to be determined by the

Committee) of each year. At any regular or special meeting at
which the wvote of the Insurers 1is or may be required on any
proposal, voting may be in person or by written proxy. Voting at
regular cr special meetings of Insurers, or any vote of the
Insurers which may be taken by mail, shall be cast and counted on
a weighted basis in the same proportion as each Insurer's
Premiums Written bear to the aggregate Premiums Written by all
Insurers in the Program. A proposal shall become effective when
approved by the majority of the votes cast on such weighted
basis.

(2) As soon as practicable after election to membership
on the Committee, and thereafter from time to time as it may

elect, an Insurer shall designate a qualified representative and
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an alternate of such representative to serve for it and shall
immediately notify in writing the Manager of the Association of
such designation.

(3) Officers - The Committee shall elect a Chairman,
Vice Chairman, Secretary, Treasurer, and Manager.

(a) The Chairman shall preside over all meetings of
this Committee and at all meetings ot the
Insurers which are Members of the North
Carolina Joint Reinsurance Association. He
shall discharge such other duties as may be
incidental to his office or as shall be
required of him by these rules or by the
Committees.

(b) The Vice Chairran shall preside at any meeting
of the Committee 1in the absence o0f the
Chairran. In the event of deatn, incapacity,
or disability of the Chairman, the Vice
Chairman shall perform the duties of the
Chairran until such office has been filled by
the Committee.

(c) The Secretary shall 1issue all notices of
meetings, record minutes of all meetings, Kkeep
the records of the Committee, and discharge
such other duties as may be incidental to his
office or as shall be required of him by these
rules or by the Committee.

(d) The Treasurer shall discharge such duties as

may be incidental to his office or as shall be
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required of him by these rules or by
Committee.

(e) The Manager shall discharge such duties as may
be 1incidental to his office or as shall be
required of him by these rules or by the
Committee.

(4) Special Meetings - Special meetings of the
Committee or of the Insurers may be held upon the <call of the
Chairman or in the event of his resignation, death, or
incapacity, upon the call of the Vice Chairman. Any six members
of the Committee, acting by their designated representatives, may
request the Chairman to call a meeting of the Committee or of the
Insurers at such time and place and for such purposes as may be
set out 1in writing in such request. Should the Chairman decline
to call such meetings, the same may ke called by the six members
making the reguest. Such special meetings may be held at the
principal office of the Association or at such other place within
or without the State of North Carolina as may be designated in
the call.

(5) Notices of Meetings - Notices of all meetings shall
be given ky the Secretary to the members of the Committee and in
the case of meetings of the Insurers to the Insurers, and shall
state the time and gplace and the principal purposes thereof,
except that no notice of the annual meeting shall be given to
newly-elected Insurers 1in order to 1legally constitute the
meeting, provided a majority of the designated representatives of
the Insurers shall be present at such meeting. Such notices may

be given by telegram or by mail, directed to the attention of the
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designated rerresentatives of the Insurers and shall be sent or
mailed at least ten days in advance of the meeting. Any Insurer
or the designated representative of any Insurer may waive notice
of any meeting, and the presence of such representative at any
meeting shall constitute a waiver of notice as to such Insurer.

(6) Advance Agenda - The Secretary, after consultation
with the Chairman, shall prepare in advance of each meeting of
the Committee and each meeting of the Insurers an agenda which,
with such supporting data and information as may be conveniently
assembled, shall ke forwarded to the members of the Committee or
their designated representatives or to the Insurers, as the case
may be, in advance of any such meeting.

(7) Committees - Subject to the Articles of Agreement,
the Chairman of the Committee may appoint or the Committee may
elect such standing committees or such temporary or special
committees as may be deemed necessary for the transaction of its
business.

(8) Ex-Officio Members - The Chairman of the Committee
shall ke an ex-officio member of all standing or special
committees, with right to vote.

(9) Mail Ballot ky Board - Voting by mail is permitted
by the Committee and any matter thus submitted shall be carried

1 it receives an affirmative vote from a majority of the

of the Committee and provided there are no negative votes
3.

(10) Any amendment cf the Program shall be made by the

s in conformity with Subsection (1) of this Section and

e subject to approval by the Commissioner.
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Section XIV - Duties of the Committee

(1) The Committee shall meet as often as may be
required to perform the general duties of the administration of
the Prcgram or on the call of the Commissioner. Six Insurers of
the Committee shall constitute a quorum.

(2) The Ccmmittee shall be empowered to contract with
Servicing Insurers and provide reimbursement for all costs and
expenses incurred by such Servicing Insurers; to appoint or
otherwise contract for the services of a Manager; to budget
expenses; levy assessments including preliminary assessments;
disburse funds and perform all other duties provided herein or
necessary or incidental to the administration of the Program.
The adoption of or sukstantive changes 1in pension plans or
employee benefit rprograms shall be subject to approval of
Insurers. 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. Such
budget shall be furnished to the Insurers after approval. Any
contemplated expenditure in excess of or not included in the
annual ftudget shall require prior approval by the Committee.

(4) The Committee shall furnish to all Insurers and to
the Commissioner a written report of operations annually in such

form and detail as the Committee may determine.
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Section XV - Public Education

All Insurers agree to undertake a continuing public
education program, in cooperation with producers and others, to
assure that the Basic Property Insurance Inspection and Placement
Program receives adequate public attention.

Section XVI - Termination of the Program

This Program shall terminate on December 31, 1969, or
at such earlier date at which the Program provided hereunder
shall nc 1longer qualify Insurers for riot or civil disorder
reinsurance under the Urkan Property Protection and Reinsurance
Act. Notwithstanding the foregoing, any obligations incurred by
the Association or Insurers thereof shall not be impaired by the
expiration cf the Program and such Association shall be continued

for the purpose of performing such obligations.
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MEMBERSHIP AGREEMENT

The undersigned Insurer hereby ratified and becomes a
member of the North Carolina Basic Property Insurance Inspection
and Placement Program and the North Carolina Joint Reinsurance
Association and assumes all of the rights and duties in
connection therewith.

As resgects risks eligible for the Program, the Insurer
agrees that with respect to cancellation or non-renewals
initiated by the Insurer to be effective after October 29, 1968,
it will give the policyholder (except in cases of non-payment of
premium or evidences of incendiarism), 15 days to avail himself
of the Program, and the Insurer shall, in writing explain to the
policyholder the rrocedures for making application under the

Program.

Insurer

By:

Chief Executive Officer

DATED:
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