PLAN OF OPERATION
OF THE
NORTH CAROLINA JOINT UNDERWRITING ASSOCIATION

The North Carolina Joint Underwriting Associatioashbeen formulated by the insurance industry,
pursuant to Article 46 of Chapter 58 of the Gen&taltutes of North Carolina, to provide a facifiby

the placement of adequate Basic Property Insurahdeéitional Extended Coverage, Optional Perils
Coverage and Crime Insurance, as herein definedimitéd, on insurable property in all geographic
areas of the State, except the “Beach area” amedbfin G.S. 58-45-5(2), and to provide for the
participation in the Fair Access to Insurance Reggnents (FAIR Plan of Insurance).

Section | — Purpose of the Plan of Operation

1. To provide a Plan of Operation whereby adequateicBRsoperty Insurance, Additional
Extended Coverage, Optional Perils Coverage anth&€insurance, as herein defined and
limited, may be made available to property ownerdg@rg insurable property in eligible areas of
the State.

2. To encourage improvement of properties locatedhim $tate and to arrest the decline of
properties wherever located.

3. To make public the purposes and procedures oPthais of Operation.

Section Il — Definition

1. “Basic Property Insurance” - The coverage agadhistct loss to real and tangible personal
property at a fixed location that is provided ie thtandard Fire Policy and Extended Coverage
Endorsement (including builders’ risk coveragehdalism and malicious mischief insurance,
appropriate classes of manufacturing risks whiclketmmeasonable underwriting guidelines as
approved therefore by the Commissioner of Insuramtuding travel trailers properly set-up
and tied down at a fixed location and meeting reable underwriting guidelines established by
the Association and approved by the Commissiomat,saich other classes of insurance as may
be added to the Plan of Operation, with respedaid property by amendment as hereinafter
provided. Basic Property Insurance does not ireclmdtor vehicles or Crime Insurance.

2. “Catastrophe recovery charge” — Any charge colkdtg member insurers from policyholders
statewide, including any charge collected by thdREARlan from their policyholders, upon
issuance or continuation of residential and commkproperty insurance policies, other than
National Flood Insurance policies, after a defesient has occurred as provided in G.S. 58-45-

47.
3. “Commissioner” - The Commissioner of Insurancehaf State of North Carolina.
4, “Crime Insurance” - Insurance against losses riegulfrom robbery, burglary, larceny and

similar crimes, as more specifically defined amdited in the various crime insurance policies
approved by the Commissioner and issued by theotetsan.

5. “Insurer” - Every insurer authorized to write BaSioperty Insurance in North Carolina, except

town and county mutual insurance associations asdsaable mutual companies as authorized
by G.S. 58-7-75(5)b., G.S. 58-7-75-(5)d and G.S75&(7)b.
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“Named storm” - A weather-related event involvingnd/that has been assigned a formal name
by the National Hurricane Center, National Weatlgervice, World Meteorological
Association, or any other generally recognized rdifie or meteorological association that
provides formal names for public use and referecenamed storm includes hurricanes,
tropical depressions, and tropical storms.

“The North Carolina Joint Underwriting Association(hereinafter referred to as the
Association), - The organization formed by insutersadminister the Plan of Operation herein
set forth.

“Premiums Written” — Gross direct premiums chardedng the most recent calendar year for
which data is available, as determined by the Assion, with respect to property in this State,
excluding the “Beach area” as defined by N.C.G&45-5(2), on all policies of Basic Property

Insurance and the Basic Property Insurance prensmmponents of all multi-peril policies, as

computed by the Association less return premiunvsgehds paid or credited to policyholders,

or the unused or unabsorbed portions of premiunogiep

Section Il — FAIR Plan — Inspections and Reports

Any person having an insurable interest in reabogible personal property at a fixed location
in all geographic areas of the State, except theatlh area” defined in G.S. 58-45-5(2), shall be
entitled upon application (which application neeak e in writing), in person or by his
authorized representative, to the Association tsapection of the property by the Association
at no cost to the applicant. Applications fromducers may be transmitted electronically upon
forms and guidelines approved by the Commissioner.

The manner and scope of the inspections shall becpbed by the Association with the
approval of the Commissioner.

An inspection report shall be made for each propedpected. The report shall cover pertinent
structural occupancy features, as well as the gérendition of the building and surrounding
structures. A representative photograph of thegmy may be taken during the inspection.

After the inspection, a copy of the completed imsjp@ report, and any photograph, indicating
the pertinent features of building construction, intenance, occupancy and surrounding
property shall be sent within five (5) businessiythe Association. A copy of the inspection
report shall be made available to the applicantras@gent upon request.

Section IV — FAIR Plan Business — Placement of Insance

Upon approval by the Association of an applicatfon insurance and upon receipt by the
Association of the full amount of the required prem in cash, certified check, bank check,
money order, the check of a licensed lending umsbih, or the electronic transfer of funds such
as but not limited to credit card payment, eledtramecks, or Automatic Clearinghouse (ACH)
transfersor a check remitted by a North Carolina licenseendgprovided satisfactory evidence

FAIR.Plan (Approved 9/1/10) 20f12



2.A

2.B

2.C

PLAN OF OPERATION
OF THE
NORTH CAROLINA JOINT UNDERWRITING ASSOCIATION

is submitted to the Association that a valid agehtense from the Insurance Department is in
force, the Association shall cause to be issuealiaypof insurance.

Notwithstanding any of the other provisionstieé Plan, interim coverage shall be extended to
eligible, occupied habitational risks upon recapta properly completed application and the
estimated annual premium. For purposes of thisgraph of the Plan of Operation, the
effective date of interim coverage shall be 12:61the day following the postmark affixed by
the US Postal Service on the envelope carryinght Association a properly completed
application and the estimated annual premium. hénabsence of such postmark, the effective
date will be 12:01 am on the day the properly catgal application and premium are received
at the office of the Association.

Interim coverage shall be extended to othenlgé risks without further action, if:

I. Through no fault of the applicant, coverage hashaan either offered or denied within
twenty (20) calendar days after the date the r@doesnspection was received by the
Association; and

il. The applicant, at the time of requesting the inBpear at any time prior to the receipt
of an inspection report indicating that the propast uninsurable, pays the estimated
annual premium. For purposes of this sub-paragiraphthe Plan of Operation, the
effective date of interim coverage shall be 12:04 af the 28' day following the
postmark affixed by the US Postal Service on theekpe carrying to the Association
the estimated annual premium. In the absenceatf pastmark, the effective date will
be 12:01 am on the ?aday following the day the premium is receivedhat obffice of
the Association.

The estimated annual premium shall be basdteorates, rating rules, and forms applicable to
the insurance written by the Association in accocgawith the most recent manual rates or
adjusted loss costs and forms that are legallyfecein this State. If the coverage is presently
provided under an expiring policy written throude tAssociation, the deposit premium shall be
no less than the premium charged under such policy.

Limits of coverage shall be provided for in ruletpted by the Board of Directors, subject to
approval of the Commissioner. Such limits shall exceed a building value of $750,000 for
habitational property. Contents of habitationalgandy can be insured up to forty percent (40%)
of the building value. The Association shall enstmat rates accurately reflect the maximum
limits for contents coverage and any reduction amtents coverage limits for habitational
property. Insurance issued by the Association tammercial property shall not exceed $2.5
million per commercial risk on any free-standingusture or any building unit within multiple
firewall divisions, provided the aggregate insuenen structures with multiple firewall
divisions shall not exceed $6 million, as deterrditg the Board on real or tangible personal
property in conjunction with other underwriting @dess to obtain full insurable value on any
individual property. If the value of the propemyceeds the maximum coverage limits as
described in this section, the Association shatlisgue coverage without the insured’s purchase
of excess coverage to the full value of the propedured.
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Section V — Procedure After Inspection

The Association shall, within ten (10) businesssdaiter receipt of the inspection report and

application, advise the applicant or his agent that

a. The risk is acceptable, and if surcharged the ingmeents necessary to remove the
surcharge, and will cause to be issued a policynupoeipt by the Association of the
full amount of the premium; or,

b. The risk is not accepted, but will be acceptabliaéf improvements noted in the action
report are made by the applicant and confirmedekipspection; or,
C. The risk is not acceptable for the reason statéddraction report.

In the event a risk is declined because it failsnteget reasonable underwriting standards, the
Association shall so notify the applicant and lysr&t. Reasonable underwriting standards shall
include, but not be limited to, the following:

a. Physical condition of the property, such as itsstarction, heating, wiring, evidence of
previous fires or general deterioration;

b. Its present use or housekeeping, such as vacangyecupancy, overcrowding, storage
of rubbish or flammable materials;

C. Violation of law, public policy, morals and the cheter or integrity of the property
owner or occupant which results in increased exgosuloss;

d. Such other standards as may be approved from tiniene by the Commissioner of
Insurance.

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

In the event the risk is conditionally declined &ese the property does not meet reasonable
underwriting standards but can be improved to nseeh standards, the Association shall
promptly advise the applicant and his agent whatrawements noted in the action report
should be made to the property. Upon completiothefimprovements by the applicant or
property owner, the Association, when so notifigdl, have the property promptly re-inspected.

If the inspection of the property reveals that ¢hes one or more substandard conditions,
surcharges will be imposed in conformity with amypstandard rating plan approved by the
Commissioner. The applicant or policyholder ané firoducer shall be notified of any
substandard conditions and what must be done towerhe charges.

If a risk is declined or the coverage will be weitton the condition that the property will be
improved, the Association shall, within ten (10)yslasend copies of inspection and action
reports to the applicant and his agent and shaisadapplicant of the right of appeal and the
procedure therefore.

No new or increased coverage shall be bound oricapipin for new or increased coverage
accepted for properties eligible for the Plan att2101 A.M. the following dayvhen the center
of a designated named storm classified as a hugioatropical storm by the National Weather
Service is located within Longitudes €%Vest and 8% West, and Latitudes 20 North and
37° North. If approved by the Commissioner, the Asatich may offer a deductible for
named storm wind and hail losses of one percen) @d%he insured value of the property for
all policies and may offer any other deductibleiapt provided by the North Carolina Rate
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Bureau or applicable rating agency so long as #uictible is not lower than one percent (1%)
of the insured value of the property applicableamed storm wind and hail losses.

7. The Association may file with the Commissioner fapproval a schedule of credits for
policyholders based on the presence of mitigatiod aonstruction features and on the
condition of buildings that it insures.

Section VI — Joint Underwriting Association

1. Each insurer shall participate in the expensedijtprand losses of the Association in the same
proportion as its Premiums Written bear to the aggre Premiums Written by all insurers in
the Plan of Operation. Each member’s participatiothe expenses, profits and losses of the
Association shall be determined annually. Each besnof the Association shall have forty-
five (45) days following notice of its percent adrgicipation within which to appeal same as
otherwise provided for in Section IX. Appeals aes found after the forty-five (45) days will
result in a recalculation of the percent of papttion if it benefits all members as a whole.

2. The Board of Directors, acting on behalf of the dsation, shall be authorized to make a
preliminary assessment upon all insurers and sudher assessments as may be deemed
necessary.

3. The Association shall make provisions for reservimgarned premiums and reserving for

losses, including incurred but not reported losard,loss expenses in accordance with G.S. 58-
3-71, 58-3-75, and 58-3-81.

With respect to unearned premium reserves, thedtetsan shall maintain reserves equal to the
unearned portions of the gross premiums chargegnerpired or unterminated policies. The
Association shall make no deductions from grossmprms in force except for original
premiums canceled on risks terminated or reducémdexpiration.

With respect to loss reserves, the Association whidrge as a liability loss reserves in an
amount equal to the aggregate of the estimated mimqaayable on all outstanding claims

reported to it which arose out of any contractnsiurance made by it, and in addition thereto an
amount fairly estimated as necessary to provideifioeported losses incurred on or prior to the
date of such determination and including, bothoaseported and unreported claims, an amount
estimated as necessary to provide for the expdresdjuwsting such claims.

With respect to loss and loss expense reserveg@abeciation shall include in its liabilities the
aggregate estimated amounts due or to become daecount of all known losses and claims
and loss expenses incurred but not paid, incluthegestimated liability of any notice received
by the Association of the occurrence of any evemtivmay result in a loss, and the aggregate
amounts of liability for all losses and loss exmengcurred but on which no notice has been
received, estimated in accordance with the Associatprior experience.

Consistent with the reserving practices identifiabove and in accordance with the
Association’s existing procedures, the Associatighh make an annual determination of the
amount of its Members’ equity or deficit. The Aswion will maintain five open policy fiscal

years to facilitate the processing of loss reseordess handling expenses. To close the fifth
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open policy fiscal year, the Association may, mdiscretion, make a distribution of equity to
Members who participated in that fiscal year oraasessment of Members to fund any existing
deficit. All such distributions or assessmentdlisieguire approval of the Board of Directors.

The Association shall invest open reserves and Meshbequity funds in government
securities, U. S. Government Federal Agency, Natidmeasury Reserves and Nations
Government Reserves or other U. S. Government dasdeurities.

4, The Underwriting Association shall be authorizedpurchase reinsurance on behalf of its
members, provided such reinsurance is authorizeadrbgjority of the Directors

5. Final Year Closeout Procedures of the Associatibhe FAIR Plan will retain members’ equity
to help cover losses caused by future hurricangtaff will recommend the amount of the
members’ equity threshold to the Board of Direct&s a basis of its recommendation staff will
use the most recent 10 years to 25 years evehed?Pitobable Maximum Loss study unless the
Association’s past hurricane experience suggestsnidmbers’ equity threshold is inadequate.
Staff will present the developed members’ equitgshold for approval to the Accounting and
Fiscal Affairs Committee when it meets in conjuantiwith the Annual Board of Directors
meeting (November). This Committee will thereafpeesent its recommendation to the Board
of Directors. As Of November 2009 - The curremeginold is $75,000,000. Staff will use the
following formula to determine the total membersjugy: Members’ Equity + Unearned
Premium Reserves = Total Members’ Equity. Thisinfation will be found on the Exhibit 3B
of the Beach Plan’s Financial Statement at SepterBBeof the current year. If the Total
Members’ Equity is less than the Members’ Equityélhold, then staff will recommend to the
Board of Directors that no final settlement be pgsed. Staff will recommend that policy years
remain open until the Total Members’ Equity is geeghan the Members’ Equity Threshold.
When the Total Members’ Equity exceeds the Membgigity Threshold, then staff will
recommend to the Board of Directors that the oldesin year be processed for final settlement.
Staff will present its recommendation for the firsdttlement to the Accounting and Fiscal
Affairs Committee when it meets in conjunction watthe Annual Board of Directors meeting
(November). This Committee will thereafter presdést recommendation to the Board of
Directors. As directed by the Board of Directa®ff will process The final settlement in the
month of December after the Board of Directors meet

Section VII — Standard Policy Coverage

1. All policies for Basic Property Insurance, inclugirAdditional Extended Coverage and
Optional Perils Coverage shall be on standard p&tioms and shall be issued for a term of one
year or three years. Short-term policies also rhayissued. All policies will be issued
according to guidelines approved by the Commissiafidnsurance, State of North Carolina
and issued according to the rules of the North [@erdRate Bureau or such other approved
advisory organization having applicable rate ani fjurisdiction. Crime policies shall be
approved by the Commissioner and issued by thedtetsan; and shall not be more restrictive
than those previously available under the Federah€ Insurance Program authorized by
Public Law 91-609.
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2. Subject to limitations imposed by Section IV, paegup 3, the insurance coverages provided
through the Association shall not extend beyondaittaal cash value of the insured property at
the time of loss or damage, except that upon ard@tation that the insured property meets
reasonable underwriting guidelines as approvedefber by the Commissioner of Insurance,
and if the insured so elects, such coverages bleajfirovided for real property (exclusive of
mobile homes) on a replacement cost basis. Psliwe replacement cost will be written
subject to the terms of standard property insurpodeies.

Section VIII — Cancellation

1. Grounds for cancellation by the Association shallitnited to:
a. Cause which would have been grounds for non-aceegtaf the risk under the Plan of
Operation had such cause been known at the tiraecefptance; or,

b. Non-payment of premium; or,
C. Evidence of incendiarism; or,
d. Misrepresentation of any material fact either befor after loss; or,
e. A finding on the basis of satisfactory evidencet tttaanges in the physical condition of
the property or other changed conditions makeifikeuninsurable.
2. Notice of Cancellation, together with a statemeinthe reason therefore, shall be sent to the

insured, identified mortgagees and producer ofrdeco

3. Any cancellation notice to the insured shall beoagganied by a statement that the insured has
a right of appeal as hereinafter provided.

4, The Association may effectuate cancellation upothsother grounds and upon such notice
thereof, as may be approved from time to time leyGommissioner of Insurance.

Section IX — Right of Appeal

Any applicant for insurance and any person insueder the Plan of Operation or any affected insurer
may appeal in writing to the Board of Directorshint fifteen (15) days after any final ruling, actior
decision of the Association (other than a rulingfjan or decision relating to the cause or amodira o
claimed loss). Any decision of the Board may behker appealed to the Commissioner within thirty
(30) days. Orders of the Commissioner shall bgestio judicial review.

Section X — Commission

1. Commission to the licensed agent or broker deseghby the applicant shall be as determined
by the Board of Directors and approved by the Cossianer.

2. In the event of cancellation of a policy, or if andorsement is issued which requires premium
to be returned to the insured, the producer skalind ratably to the Association commissions
on the earned portion of canceled liability andreductions in premiums at the same rate at
which such commissions were originally paid.
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Section XI — Administration

1. This Plan of Operation shall be administered byoarB of Directors (hereinafter referred to as
the Board) of the Joint Underwriting Associationbgct to the review of the Commissioner.

2. The Articles of Agreement may be amended by the beeship of the Association with the
approval of the Commissioner. The vote of the Menibsurers shall be cast and counted on a
weighted basis in the same portion as each InsireFmiums Written bear to the aggregate
Premiums Written by all insurers in the Plan of @giens. The amendment to the Articles of
Agreement shall become effective when approvedbyrajority of the votes cast on such
weighted basis and by the Commissioner.

3. The Board shall consist of, a) seven [7] insurerse[of which shall be a domestic insurer]; b)
three [3] individuals not employed by, or otherwadéliated with, insurers, insurance agents,
insurance brokers, producers or other entitieshef ihsurance industry; and, c) four [4]
individuals who are North Carolina licensed inseearagents or brokers. The seven [7]
members consisting of insurers shall be electedahnby cumulative voting by the insurers of
the Association, whose votes in such election shallweighted in accordance with the
proportion that each insurer's premium writtenhe State during the most recent calendar year,
for which data are available, bear to the aggregegeiums written by all insurers in the Plan
of Operation. Voting may be in person or proxyothore than one (1) insurer in a group
under the same management or ownership shall sertlee Board at the same time. The three
[3] individual members not affiliated with the imamce industry and the four [4] insurance
agents or brokers shall be appointed annually eymmissioner of Insurance.

Section XII — Annual and Special Meetings

1. Meetings — the annual meeting of the insurers fier ¢lection of the Board and such other
business as may be necessary, shall be held Bt#te of North Carolina at a time and place to
be determined by the Board each year. At any aegul special meeting at which the vote of
the insurers is or may be required on any propes#ig may be in person or by written proxy.
Voting at regular or special meetings of insuremsany vote of the insurers, which may be
taken by mail, shall be cast and counted on a wedgbasis in the same proportion as each
Insurer’'s Premiums Written bear to the aggregagmiRms Written by all insurers in the Plan
of Operation. A proposal shall become effectiveewtapproved by the majority of the votes
cast on such weighted basis.

2. As soon as practicable after election to membershiphe Board, and thereafter, from time to
time as it may elect, each member shall designafeadified alternate, and shall immediately
notify in writing the General Manager of the Assdmn of such designation.  Insurer
alternates must be from the same company as theeinBoard members they represent.

3. Offices — the Board shall elect a Chairman, Vicai@han, Secretary, Treasurer and General
Manager.
a. The Chairman shall preside over all meetings ofBbard and at all meetings of the

insurers, which are Members of the North Carolio@atJUnderwriting Association. He
shall discharge such other duties as may be intatlenhis office or as shall be required
of him by these rules or by the Board.
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b. The Vice-Chairman shall preside at any meetinghef Board in the absence of the
Chairman. In case of death, incapacity or disgtalf the Chairman, the Vice-Chairman
shall perform the duties of the Chairman until Board has filled such office.

C. The Secretary shall issue all notices of meetingsord minutes of all meetings, keep
the records of the Board and discharge such otheées] as may be incidental to his
office, or as shall be required of him by thesesuwr by the Board.

d. The General Manager shall discharge such dutiesagsbe incidental to his office or as
shall be required of him by these rules or by tobard.

Special Meetings — special meetings of the Boaraf ¢tine insurers may be held upon the call of
the Chairman or in the event of his resignatiomtldler incapacity, upon the call of the Vice-

Chairman. Any six (6) members of the Board, acbiygheir designated representatives, may
request the Chairman to call a meeting of the Baardf the insurers, at such time and place
and for such purposes, as may be set out in writinguch request. Should the Chairman
decline to call such meetings, the same may beddlly the six (6) members making the

request. Such special meetings may be held girtheipal office of the Association or at such

other place within the State of North Carolina asyrhe designated in the call. Participation in
special meetings by telephone conference call athgr electronic means is permitted.

Notices of Meetings — notices of all meetings shellgiven by the Secretary to the members of
the Board and in the case of meetings of the imsucethe insurers, and shall state the time and
place and the principal purposes thereof, excegitrib notice of the annual meeting shall be
given to newly elected insurers in order to legatystitute the meeting, provided a majority of
the designated representatives of the insurer$ Bagbresent at such meeting. Such notices
may be given by telephone, facsimile or by maiktl{iding electronic mail) directed to the
individual members, and to the attention of theigteted representatives of the insurers, and
shall be sent or mailed at least ten days in advaricthe meeting. Any individual Board
Members, and any Insurer or the designated repia@senof any Insurer, may waive notice of
any meeting, and the presence of such representtiany meeting shall constitute a waiver of
notice as to such Insurer.

Advance Agenda — the Secretary, after consultatitimthe Chairman, shall prepare in advance
of each meeting of the Board and each meeting efiritburers, an agenda, which with such

supporting data and information as may be convégi@ssembled, shall be forwarded to the

individual members of the Board and to the insucertheir designated representatives, as the
case may be, in advance of any such meeting.

Committees — subject to the Articles of Agreemémt, Chairman of the Board may appoint or
the Board may elect such standing committees dr sroporary or special committees as may
be deemed necessary for the transaction of itsiessi With the exception of the Appeals
Committee, all committees so appointed or electeall oe advisory only. The Appeals
Committee shall consist of three (3) members ofBbard, one (1) of whom shall be one of the
seven (7) individual members of the Board and shellappointed by the Commissioner of
Insurance and two (2) of whom shall be appointethiyChairman.

Ex-Officio Members — the Chairman and Vice-Chairmainthe Board shall be ex-officio
members of all standing or special committees, withight to vote.
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9. Written Ballot — voting by written ballot is perrted by the Board and by the Member
Companies upon the giving of at least ten (10) dayitten notice and provided that the written
ballot provisions of the Open Meetings Act, N.C.nG8tat. § 143-318.13, are followed. Any
matter voted upon by written ballot shall be catriprovided it receives an affirmative vote
from a majority of the members of the Board. Angttar voted upon by the written ballots of
the member companies shall be carried, providetegeives an affirmative vote from a
weighted majority and provided no more than 5%hef Yotes entitled to be cast, counted on a
weighted basis, are negative votes. Written bgtiaicedures do not apply to meetings
conducted with conference call participants.

10. The Directors of the Association may, subject t® aéipproval of the Commissioner, amend the
Plan of Operation at any time.

11. The Association is subject to the Open Meetings Adicle 33C of Chapter 143 of the General
Statutes, as amended.

Section XlIl — Duties of the Board

1. The Board shall meet as often as required to partbe general duties of the administration of
the Plan of Operation or on the call of the Comiorssr.

2. The Board shall be empowered to appoint or otherne@ntract for the services of a General
Manager; to budget expenses; levy assessmentsdingl preliminary assessments; disburse
funds and perform all other duties provided herein necessary or incidental to the
administration of the Plan of Operation. The adwpbf substantive changes in pension plans
or employee benefits programs shall be subjecppoaval of insurers. Assessments upon each
Insurer shall be levied on the basis of its PrensiMritten. A late charge of one-half percent
(0.5%) per week, not to exceed a total of four eer¢4%) of the original assessment, shall be
applied to the assessment of any member for anypneatypast due for fifteen (15) days or
more.

3. Annually, the General Manager shall prepare anaipey budget, which shall be subject to
approval of the Board. Any contemplated expenditarexcess of or not included in the annual
budget shall require prior approval by the Board.

4, The Board shall furnish to the Commissioner a emitreport of operations annually on or
before January 1, in such form and detail as thar@issioner may determine. The Board shall
furnish to all insurers a written report of opevas annually in such form and detail as the
Board may determine.

Section XIV —Public Education

All insurers agree to undertake a continuing pubticication program in cooperation with producers
and others, to assure that the Basic Property dnser Inspection and Placement Program receives
adequate public attention.
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Section XV — Termination of the Plan of Operation

The Plan of Operation shall terminate at such tasespecified by the General Statutes of North
Carolina; notwithstanding the foregoing, any obiigas incurred by the Association or insurers
thereof, shall not be impaired by the expiratiortled Plan of Operation and such Association stall b
continued for the purpose of performing such obiayes.

Section XVI — Responsibility with respect to Cancéhtion or Non-Renewals

As respects risk eligible under the Plan of Opergteach participating Insurer agrees that witpees
to cancellation or non-renewals initiated by itwidl give to policyholders, except in cases of non
payment of premium, material misrepresentationvialemce of incendiarism, thirty (30) days to avail
themselves of the Plan of Operation and the Inssinafl, in writing, explain to the policyholder the
procedures for making application under the Pla@pération.

Section XVII — Crime Insurance

1. Pursuant to Chapter 1027 of the 1985 Session (BRe@dssion 1986) Laws of North Carolina,
the North Carolina Joint Underwriting Associatidmal offer Crime Insurance for eligible and
insurable property located in North Carolina, ottiemn in the “Beach area”.

2. The following provisions of this Plan of Operatishall not apply to Crime Insurance; Section
lIl; Section IV, paragraphs 2 and 3; Section V,goraphs 2 and 4; and, Section VIII, paragraph
l.c.

3. Residential Crime Insurance will be provided in amts approved by the Board of Directors

and the Insurance Commissioner, not to exceed 8@0,0rhe Residential Crime Insurance
Policy shall be a combination package for both lauggand robbery coverage. Commercial
Crime Insurance Coverages offered shall be 1) bwygbnly; 2) robbery only; or, 3) a
combination of burglary and robbery in uniform @rying amounts as specified by the Board
of Directors and approved by the Commissioner,oup tnaximum of $15,000.

4. Rates will be established by the Board of Diregtaigh the approval of the Commissioner.

5. Applicants must submit a properly completed, sigapglication to be considered for Crime
Coverage. The application will set forth minimumotective device requirements that must be
met for eligibility. These requirements will betasished by the Board of Directors and
approved by the Commissioner. Reasonable undergrstandards shall include, but not be
limited to, the following:

a. physical condition of the property;

b. violation of law, public policy, morals and the cheter or integrity of the property
owner or occupant;

C. where the building has been subject to two (2) erlosses, each loss amounting to at

least $500 in any 12-month period; or, three (33uwth losses in any 24-month period,
provided the cause of such crime loss was duertditons which are the responsibility
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and within the control of the owner-named insuréey Association may decline or
decline to continue coverage for Crime Insurance,;

d. Such other standards as may be approved from tiniene by the Commissioner of
Insurance.
6. The insured must notify local law enforcement attles and the Association, immediately

after discovery of a loss.

Section XVIII — Related Parties Transactions

1. The North Carolina Joint Underwriting Associaticayp all operating expenses (except Producer
Commissions, Inspections and Premium Taxes) onlbeftke North Carolina Insurance
Underwriting Association. Therefore, a monthly heteampany Transaction to settle all receivables
and payables between the two entities are processed

These Intercompany Transactions must be settleédebfifteenth of the following month after the
transactions are recorded.

SECTION XIX — CATASTROPHE RECOVERY CHARGES

The catastrophe recovery charges discussed irséloison are applicable to policyholders of property
insurance written by the FAIR Plan. Catastroploevery charges imposed by the FAIR Plan must be
authorized by the Commissioner as provided by tbhegipions of NCGS 58-45-47.

Catastrophe recovery charges collected under tbeigoons of NCGS 58-45-47 shall be clearly
identified to policyholders on the premium statemmeateclarations page, or by other appropriate
electronic or written method. The identificationairefer to the post-catastrophe loss for which th
charge was imposed. Any such catastrophe recovemge shall not be considered premium for any
purpose, including premium taxes or commissionsepkthat failure to pay the catastrophe recovery
charge shall be treated as failure to pay premindhshall be grounds for termination of insurandee T
identified catastrophe recovery charge shall bempanied by an explanation of the charge and shall
appear on the medium by which the charge is corveyehe policyholder. The explanatory language
shall be prescribed by the Commissioner. Catas&rapbovery charges shall be charged as a uniform
percentage of written premiums as prescribed byCihmmissioner, and the amount of the catastrophe
recovery charge collected in a particular yearIshal exceed an aggregate amount of ten percent
(10%) of policy premium on any one policy of insuce.
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