
 

BOARD OF GOVERNORS 
HAWAII JOINT UNDERWRITING PLAN 

INSURANCE DIVISION 
P. O. Box 3614 

HONOLULU, HI  96811 
 
 

A G E N D A 
 

    Date:   July 7, 2020 
    Time:   9:00 a.m. 

Place: Join Microsoft Teams Meeting 
+1 808-829-4853   United States, Honolulu (Toll)  
Conference ID: 319 684 327#  

 
 

 
  I. Call to Order 
 
 II. Reading of Anti Trust Statement 
 
III. Approval of Minutes (January 15, 2020) 
 
IV. Financial Reports from Hawaii Insurance Division/AIPSO 
 
V. Items for Discussion 

A. AIPSO Proposal - Coverage Exclusion 

B. AIPSO Propsoal – Updates to Plan Language and Admin Rules 

C. AIPSO Proposal - Shared System Expansion Analysis 

D.  Other  
 

 
VI. Next Meeting –  October 21, 2020, 9:00 a.m., Microsoft Teams Meeting 
 
VII. Adjournment 
 
If you need any assistance prior to the meeting please contact Jerry Bump of the Insurance Division at 
jbump@dcca.hawaii.gov as soon as possible.  Requests made as early as possible will alow adequate time to 
fulfill your request. 
 

https://teams.microsoft.com/l/meetup-join/19%3ameeting_YzE2ZjhhNTAtYjA2OC00MGVjLWJhYzAtODI2ZWUxY2Y1YTQ0%40thread.v2/0?context=%7b%22Tid%22%3a%223847dec6-63b2-43f9-a6d0-58a40aaa1a10%22%2c%22Oid%22%3a%22984b8a5f-456b-4c5e-a8af-3eed61ea29e5%22%7d
tel:+1%20808-829-4853,,319684327#%20
mailto:jbump@dcca.hawaii.gov
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 Serving the Insurance Industry  April 17, 2020 

Office of Foreign Assets Control 
Trade or Economic Sanctions 

Defining the Issue 
The US Department of Treasury has issued an Executive Order that prohibits transactions with 
persons who commit, threaten to commit, or support terrorism.  This Executive Order applies to 
property casualty insurers and to claims paid by those insurers.  Due to recent enforcement 
actions by the Department of the Treasury, clarification should be provided to the policyholder 
that no payment will be made to a third party in violation of the Executive Order. 

Action Needed 
Please review the following information and decide if the proposal is appropriate for the Hawaii 
Joint Underwriting Plan. 

Proposal 
We propose excluding coverage for any claim in violation of the Executive Order issued by the 
US Department of Treasury that prohibits transactions with persons who commit, threaten to 
commit, or support terrorism. 

Impact 
 

Systems Impact: The estimated cost to implement this is $1,552.50 not including Hawaii State 
tax. Four weeks are needed for implementation. 

Proposed Changes 
AIP 03 62 03 20 Trade Or Economic Sanction 

(For use with the Personal Auto Policy and the Commercial Auto Coverage 
Part) 

This endorsement is introduced to exclude coverage for any claim in violation of the Executive 
Order that prohibits transactions with persons who commit, threaten to commit, or support 
terrorism. 
AIP 13 60 03 20 U.S. Treasury Department’s Office Of Foreign Assets Control 

(“OFAC”) Advisory Notice To Policyholders 
(For use with the Personal Auto Policy and the Commercial Auto Coverage 
Part) 

This advisory notice is introduced to inform policyholders that no payment will be made to a 
third party in violation of the Executive Order issued by the US Department of Treasury. 

Attachments 
Proposed endorsement and advisory notice 



POLICY NUMBER: AIP 03 62 03 20

AIP 03 62 03 20 Page 1 of 1

<COMPANY NAME> 
THIS ENDORSEMENT CHANGES THE POLICY.  PLEASE READ IT CAREFULLY. 

TRADE OR ECONOMIC SANCTIONS 

The following is added to this Policy: 
Trade Or Economic Sanctions 
This insurance does not provide any coverage, and we (the Company) shall not make payment of any 
claim or provide any benefit hereunder, to the extent that the provision of such coverage, payment of 
such claim or provision of such benefit would expose us (the Company) to a violation of any applicable 
trade or economic sanctions, laws or regulations, including but not limited, to those administered and 
enforced by the United States Treasury Department’s Office of Foreign Assets Control (OFAC). 

All other terms and conditions remain unchanged. 

Instructions
The provisions of this endorsement must be attached to, incorporated in, or overprinted upon every 
applicable policy issued in accordance with the provisions of an Automobile Insurance Plan. 



  

AIP 1360 (Rev. 03/20) 

U.S. TREASURY DEPARTMENT’S OFFICE OF FOREIGN  
ASSETS CONTROL (“OFAC”)  

ADVISORY NOTICE TO POLICYHOLDERS  

No coverage is provided by this Policyholder Notice nor can it be construed to replace any provisions of your Policy. 
You should read your Policy and review your Declarations page for complete information on the coverages you are 
provided. 

This Notice provides information concerning possible impact on your insurance coverage due to directives issued 
by OFAC. Please read this Notice carefully. 

The Office of Foreign Assets Control (OFAC) administers and enforces sanctions policy, based on Presidential 
declarations of “national emergency”. OFAC has identified and listed numerous: 

• Foreign agents; 

• Front organizations; 

• Terrorists; 

• Terrorist organizations; and  

• Narcotics traffickers; 

as “Specially Designated Nationals and Blocked Persons”. This list can be located on the United States Treasury’s 
web site – http//www.treas.gov/ofac. 

In accordance with OFAC regulations, if it is determined that you or any other insured, or any person or entity 
claiming the benefits of this insurance has violated U.S. sanctions law or is a Specially Designated National and 
Blocked Person, as identified by OFAC, this insurance will be considered a blocked or frozen contract and all 
provisions of this insurance are immediately subject to OFAC. When an insurance policy is considered to be such 
a blocked or frozen contract, no payments nor premium refunds may be made without authorization from OFAC. 
Other limitations on the premiums and payments also apply. 

 



















































Key to Changes 

Yellow   indicates language added or language deleted 

Green indicates that language in the Principles of Operation is reflected in the Hawaii 
Revised Statutes or in the Hawaii Administrative Rules 

Gray indicates current language approved by the Commissioner but not reflected in 
in the Hawaii Revised Statutes or in the Hawaii Administrative Rules 

White indicates current language approved by the Commissioner 



 

 

HAWAII ADMINISTRATIVE RULES 
TITLE 16 

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS 

CHAPTER 23 

MOTOR VEHICLE INSURANCE LAW 

§16-23-78 Allowances to servicing carriers. Servicing carriers shall be reimbursed for their 
servicing expenses on the basis of:. The Commissioner shall establish the fees for 
reimbursement of the servicing carrier’s loss adjustment expenses associated with its 
handling of CPAI and Non-CPAI business, after consultation with the JUP board of 
governors. 
 
(1) Non-CPAI: 

(A) Ten per cent of written premium for operating costs, excluding claims 
expense, plus; 

(B) Twelve per cent of earned premium for the reporting period for loss adjustment 
expenses, both allocated or direct and unallocated or indirect, for liability coverage; 
and 

(C) Ten per cent of earned premium for the reporting period for physical damage 
coverages; 

(2) CPAI: 
(A) Six per cent of written premium for operating costs, excluding claims expense, 

plus; 
(B) Twelve per cent of earned premium for the reporting period for loss 

adjustment expenses, both allocated or direct and unallocated or indirect, for 
liability coverage. [Eff 9/1/80; am and comp 9/1/82; comp 9/1/85; comp 
9/1/88; comp 9/15/89; comp 9/1/90; comp 6/1/93; comp 1/1/98; comp 
1/8/99; comp 11/11/12] (Auth: HRS "431:10C-214, 431:10C-406) (Imp: 
HRS "431:10C401 through 431:10C-404) 
 

  



 

 

 
§16-23-79 Commissions. A servicing carrier shall pay a producer commission for business 
written pursuant to the JUP. a commission at the following rate:. The rate of commission 
payable by the servicing carrier for business written pursuant to the JUP shall be paid at 
market rates as presented by the Board and approved by the Commissioner.  
(1) For private passenger non-fleet motor vehicle insurance, a commission of eight per 

cent of the written premium up to a maximum amount of $75 per vehicle for all 
new business and five per cent of the written premium up to a maximum amount of 
$35 per vehicle for all renewals; 

(2) For commercial and all other vehicles, five per cent of written premium for all new 
business and renewals; and 

(3) No commission shall be paid for CPAI business. 
 

No commission shall be paid for CPAI business. 
 

All risks transferred from one servicing carrier to another under the JUP or reinstated 
policies are to be considered renewal business. [Eff 9/1/80; am and comp 9/1/82; am and 
comp 9/1/85; comp 9/1/88; comp 9/15/89; comp 9/1/90; comp 6/1/93; am 1/30/95; am and 
comp 1/1/98; am and comp 1/8/99; am and comp 11/11/12] (Auth: HRS "431: IOC-214, 
431: IOC-406) (Imp: HRS "431: through 431: 10C404) 
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A. JOINT UNDERWRITING PLAN, 
ESTABLISHMENT 

A Joint Underwriting Plan (JUP) is established 
consisting of all insurers authorized to transact 
motor vehicle insurance in this state. Each Insurer 
shall be a member of the Plan and shall maintain 
membership as a condition of its licensure to 
transact such insurance in this state. As part of its 
membership, each Insurer shall pay an annual 
membership fee in accordance with §16-23-68 of 
the Hawaii Administrative Rules. 

B. ADMINISTRATION 

The JUP will be administered through a JUP 
Bureau under the direction of the Insurance 
Commissioner hereinafter referred to as the 
"Commissioner." 

C. ALLOCATION OF COSTS 

All costs incurred in the operation of the Joint 
Underwriting Plan Bureau and the operation of 
this Plan such as administrative, staff, and claims 
paid, and policies written for Certified Public 
Assistance Insureds (CPAI) shall be allocated 
fairly and equitably among the JUP members. 

Member company participation ratios shall be 
computed based on “voluntary market share” for 
the following lines of automobile business: 

• private passenger 

• all other automobile (included §16-23-
70) 

Member companies will participate in the HJUP 
private passenger and other than private 
passenger pools in accordance with these 
participation ratios.  In addition, for the purpose of 
member company participation in CPAI 
experience, a CPAI participation ratio will be 
determined. 

For each line of HJUP and CPAI business, 
member companies shall share in experience for 
the following coverages: 

1. Bodily injury liability 

2. Property damage liability 

3. Personal injury protection 

Member companies participating in the HJUP 
private passenger and HJUP other than private 
passenger pools will also share in HJUP physical 
damage experience. 

Allocation of HJUP private passenger non-fleet 
experience will be made on the basis of voluntary 
private passenger net direct written car years. 
Allocation of HJUP other than private passenger 
experience will be made on the basis of voluntary 
all other automobile net direct written premiums. 
A CPAI participation ratio will be developed using 
a weighting factor in accordance with Chapter 13. 

For further information on member company 
sharing of HJUP and CPAI experience, refer to 
Accounting and Statistical Requirements Manual 

Chapters 12 and 13. 

D. CENTRAL PROCESSOR REPORTING 

All of the data necessary to comply with the 
foregoing allocation procedures shall be 
reported to the Central Processor of the JUP by 
each member insurer or by the statistical 
agencies designated by such insurers. Each 
insurer agrees to permit its statistical agent to 
release such data to the Central Processor and 
agrees that its statistical agent shall be 
permitted to furnish the Central Processor with 
statements of its experience. 

E. JOINT UNDERWRITING PLAN RISK, 
ELIGIBILITY 

The JUP shall provide required motor vehicle 
insurance policies and required optional 
additional insurance for each of the following 
eligible classes, and each eligible class at the 
option of the applicant, may secure a policy 
through the plan: 

1. The applicant or any person who resides in 
the same household as the applicant and 
customarily operates the automobile or any 
other person who regularly and frequently 
operates the motor vehicle to be insured, 
who: 

a. Within the 36 months prior to the date of 
the application has had his driver’s 
license under suspension or revocation 
been convicted of operating a motor 
vehicle without motor vehicle insurance 
(§16-23-72 (1)(A)(i)); or  

b. Within the 18 months prior to the date of 
the application, has been convicted of or 
forfeited bail for three or more moving 
traffic violations; or 

c. Has been convicted of any felony 
involving a motor vehicle. 

2. The applicant or any operator of an 
automobile in the same household who 
customarily operates the automobile or any 
other operator who customarily operates the 
automobile has been involved during the 36-
month period prior to the date of the 
application in: 

a. Two or more accidents involving bodily 
injury or death if there is one car in the 
household or an average or more than 
one such accident for all cars in the 
household, provided that a loss 
payment has been made or a loss 
reserve has been established for such 
accidents, or 

b. Two or more accidents involving 
damage to any property, including his 
own, of $200 or more, if there is one car 
in the household, or an average or more 
than one such accident for all cars in the 
household, provided that loss payments 
or reserves under the comprehensive 
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physical damage shall  not be counted, 
or 

c. A combination of two or more such 
accidents of the type specified in a. or b. 
above. 

Accidents under 2.a., b., or c. shall not be 
counted unless it can be clearly 
demonstrated that the applicant or other 
operator referred to therein was at fault. 
Accidents occurring under the following 
circumstances would tend to demonstrate 
that such applicant or operator was not a 
fault: 

a. Automobile was lawfully parked (an 
automobile rolling from a parked position 
shall not be considered as lawfully 
parked, but shall be considered as the 
operation of the last operator); or 

b. Applicant of other operator residing in the 
same household, was reimbursed by, or 
on behalf of, a person responsible for the 
accident or has judgement against such 
person; or 

c. Automobile for the applicant or other 
operator resident in the same household 
was struck in the rear by another vehicle, 
and the operator has not been convicted 
of a moving traffic violation in connection 
with an accident; or 

d. Operator of the other automobile 
involved in such accident was convicted 
of a moving traffic violation and the 
named insured or other operator resident 
in the same household was not convicted 
of a moving traffic violation in connection 
therewith; or 

e. Automobile operated by the applicant or 
other resident in the same household 
was damaged as a result of contact with 
a hit and run driver, if the accident was 
reported to proper authority within 24 
hours; or 

f. Accidents involving contact with animals 
or fowl. 

g.   Accidents involving physical damage, 
limited to and caused by flying gravel, 
missiles, or falling (included in 
431:10C-407) 

3. Motor vehicles owned by licensed drivers 
convicted within the 36 months immediately 
preceding the date of application, in any 
jurisdiction of any one or more of the offenses 
of, or the offenses cognate to: 

a. Heedless and careless driving, 

b. Driving while license suspended or 
revoked, 

c. Leaving the scene of an accident, 

d. Manslaughter, if resulting from the 

operation or a motor vehicle,  (included 
in 431:10C-407) 

e. Operating a vehicle under the influence 
of an intoxicant, as provided in Section 
291E-61, (included in 431:10C-407) 

f. Driving under the influence of an 
intoxicating liquor, as provided in Section 
291-4, or any drug, except marijuana, as 
provided in Section 291-7. (included in 
431:10C-407) 

4. Commercial uses, first class, defined as any 
commercial use engaged in the transport of 
passengers, for hire or gratuitously. 
(included in 431:10C-407) 

5. Commercial uses, second class, defined as 
any commercial, business or institutional use 
other than the transport of passengers as 
described in 4 or the exclusive use of a 
vehicle for domestic- household-familial 
purposes. (included in 431:10C-407) 

6. Motorcycles, motor scooters and vehicles 
with less than four wheels. (Not included in 
431:10C-407; current language approved 
by the Commissioner) 

7. Licensed drivers receiving public 
assistance benefits consisting of 
medical services or direct cash 
payments through the Department of 
Social Services and Housing, or 
benefits from the Supplemental 
Security Income Program under the 
Social Security Administration. (Not 
included in 431:10C-407; current 
language approved by the 
Commissioner) 

8. Licensed physically handicapped 
drivers, including drivers with any 
auditory limitation. (included in 
431:10C-407(E)(2)(B)) 

9. All other motor vehicles, not classified 
under subparagraphs 1 through 8 or 
section 431:10C-407, HRS, owned by 
licensed drivers who are unable to 
obtain motor vehicle insurance policies 
and optional additional insurance 
through ordinary methods. (included in 
§16-23-72) 

F. SERVICING CARRIERS (included in §16-
23-71) 

JUP coverage and direct insurance 
operations will  be performed on behalf of 
JUP  members  by selected insurers to be 
appointed by the Commissioner as 
servicing carriers. 

Appointment of servicing carriers will be 
based on a consideration of the following 
criteria: 

1. The member insurer should be a 
licensed motor vehicle insurer currently 
operating in each  county in Hawaii. A 
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carrier must demonstrate the capability 
to process and maintain a high level of 
service for all risks submitted through 
agents. 

2. Servicing carriers should have the 
necessary facilities to provide JUP 
policyholders and assigned claims a 
high level of service. 

3. If a servicing carrier normally services 
its Hawaii voluntary market from a 
policy service facility not physically 
located in Hawaii, it is acceptable to 
service its JUP business from the same 
policy service facility provided that the 
same level of service is maintained.(not 
included in §16-23-71; current 
language approved by the 
Commissioner) 

4. Servicing carriers should be able to 
service both private passenger and 
commercial lines unless otherwise 
approved by the Commissioner and 
have the ability to process fluctuating 
work volumes and maintain quality of 
service through peak periods. 

5. Insurers claim capabilities must include 

a. an adequately decentralized 
adjusting staff; 

b. a claim examining staff resident in 
Hawaii; and 

c. local authority to settle claims up to 
the statutory basic motor vehicle 
limits provided for by law. 

6. Insurers must have the capability to 
produce accounting and statistical 
reports as required. 

G. SERVICE STANDARDS—SERVICING 
CARRIERS 

On an ongoing basis, servicing carriers must 

1. accomplish confirmation of rating criteria 
such as an applicant’s or policyholders' 
driving record in accordance with the 
servicing carrier’s voluntary market operating 
procedures; (included in §16-23-77) 

2. accomplish confirmation of rating criteria 
such as an applicant’s or policyholders' 
driving record in accordance with the 
servicing carrier’s voluntary market operating 
procedures; (included in §16-23-77) 

3. issue insurance policies and endorsements 
within 15 working days; (included in §16-23-
77) 

4. effectively and efficiently perform all 
necessary accounting and statistical 
procedures as outlined by the JUP Manual; 
(included in §16-23-77) 

5. collect the necessary data to disburse 
commission payments to agents and the 

ability  to store these data and report same to 
Internal Revenue Service annually. (included 
in §16-23-77) 

H. ALLOWANCES TO SERVICING CARRIERS 
 

Servicing carriers shall be reimbursed for 
servicing expense on the basis of (included §16-
23-78) 

1. Non-CPAI  (included §16-23-78) 

a. 10% of written premium for operating 
costs, excluding claim expense; plus 

b. 12%* of earned premium for the reporting 
period for loss adjustment expenses, 
both allocated and unallocated, for 
liability coverages, including bodily injury, 
property damage, personal injury 
protection, medical payments coverage, 
and  uninsured motorists coverage; and 

c. 10%* of earned premium for the reporting 
period for physical damage coverages. 

2. CPAI (included in §16-23-78) 

a. 6% of written premiums for operating 
costs, excluding claims expense; plus 

b. 12%* of earned premium for the reporting 
period for loss adjustment expenses, 
both allocated and unallocated, for 
liability coverages. 

3. These percentages are predicted on 70% 
pure loss ratio. Increases or decreases in the 
annual loss ratio will require adjusted 
reimbursements at the rate of .5% for each 
change of five full percentage points in the 
loss ratio. Loss ratio will be computed on an 
earned/incurred basis. (included in HJUP 
A&S Manual) 

Methods of application and interim adjustment of 
these expense allowances will be outlined 
specifically in the accounting and statistical 
section of the JUP Manual. 
 
The Commissioner may authorize 
reimbursement to servicing carriers for abnormal 
insurance business losses incurred in 
connection with JUP business. Such abnormal 
business losses may be defined and designated 
by the Commissioner but shall not include any 
loss or expense incurred as a result of fraud or 
dishonesty on the part of a servicing  carrier’s 
claims personnel (including but not limited  to 
independent adjusters and agents), and each 
servicing carrier shall hold the JUP harmless 
from, and  reimburse  it  for,  any  such  loss  or    
expense charged to the JUP as a result of fraud  
or dishonesty. (not included §16-23-78 or the 
A&S Manual; current language approved by 
the Commissioner) 
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I. CONSUMER SELECTION OF 
SERVICING CARRIER  

Consumers, who are eligible for the JUP 
coverage, will have an option of selecting the 
servicing carrier through a solicitor of a general 
agent representing the particular servicing 
carrier(s). (included in §16-23-74) 

Agents who represent servicing carriers in the 
voluntary market shall use those same servicing 
carriers in placing JUP applicants. (included in 
§16-23-74) 

Agents who do not represent servicing carriers 
in the voluntary market may use any servicing 
carrier for placement of JUP applicants. 
(included in §16-23-74) 

All general agents licensed to write motor 
vehicle insurance shall automatically be 
licensed and authorized to bind motor vehicle 
insurance on behalf of the JUP. Agents must be 
familiar with and properly process JUP 
applications and assigned claims according to 
the JUP rules of practice and maintain a high 
level of policy and claim service. (included in 
§16-23-74) 

J. COMMISSIONS 

The rate of commission payable by servicing 
carrier for business written pursuant to the JUP 
shall be as follows: (included in §16-23-79) 

1. For private passenger nonfleet motor 
vehicle insurance, including motorcycles, a 
commission of 8% of the written premium up 
to maximum amount of $75 per vehicle for 
all new business and 5% of the written 
premium up to a maximum amount of $35 
per vehicle for all renewals. (included in 
§16-23-79) 

2. For commercial and all other vehicles, 5% 
of written premium for all new business and 
renewals. (included in §16-23-79) 

3. No commission shall be paid for CPAI 
business. (included in §16-23-79) 

All risks transferred from one servicing carrier to 
another under the JUP or reinstated policies are 
to be considered renewal business. (included in 
§16-23-79) 

In the event that a producer fails to include his 
TIN with an application, and that information is 
not available in the servicing carrier’s records, 
the producer’s commission is to be withheld in 
its entirety until the applicable TIN is provided to 
the servicing carrier. Under these 
circumstances, the producer is to be notified 
promptly that this procedure is being 
implemented and that payment of the affected 
commission will be accomplished under the next 
commission payment cycle following the receipt 
of this information. (Not included in §16-23-79; 
current language approved by the 
Commissioner) 

 

 K. INSURANCE POLICIES 

Motor vehicle insurance policies and binders 
issued to eligible JUP applicants shall be issued 
in the  name of a servicing carrier on behalf of 
the JUP and appropriate language, as approved 
by the Commissioner, shall be used to reflect 
the liability thereunder of 
the JUP. Such policies shall be 
standard policies as prescribed by the 
Commissioner. 
 

L. MEETINGS OF JUP MEMBERS 
 
Special meetings of JUP members may be 
called by the Commissioner at any time upon 
reasonable notice to JUP members. 
 

M. BOARD OF GOVERNORS (revised per 
HB2320 and SB2876) 

 
A Board of Governors, hereinafter referred to as 
the Board, shall be established by the 
Commissioner for the purpose of providing to 
provide expertise and consultation on all matters 
pertaining to the operation of the bureau and the 
JUP. The Board shall be composed of Hawaii 
residents and consist of two persons from, and 
members or representatives of, each of the 
following associations, groups or organizations, 
appointed by the Commissioner for terms of two 
years each.  

 
1. Two members of, and nominated by, the 

American Insurance Association  
 

2. Two members of, and nominated by, the 
Alliance of American Insurers  

 
3. Two members of, and nominated by, the 

National Association of Independent Insurers  
 
4. Two members, not affiliated with the 

foregoing organizations nominated by such 
nonaffiliated insurers 

 
5. Two members, each a self-insurer under the 

Motor Vehicle Insurance Law, and nominated 
by all certified self-insurers in the state 

 
6. Two members each, to be selected by the 

Commissioner or nominated by each of the 
classification provided for in Section 431:10C-
407(b) of the Hawaii No-Fault Law  

 
1. Six persons from, and members or 

representatives of, nationally organized 
insurers or their domestic insurer affiliates, 
and 
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2. One person to represent insurance 
producers. 

 
The Commissioner shall provide, after 
consultation with the Board, funds in the 
budget of the JUP sufficient to reimburse 
each member of the Board for the actual 
costs of transportation, overnight housing, 
food and other incidental costs of attending 
to the business and meetings of the Board. 
Otherwise, the members shall serve without 
compensation. 
 
The Board shall elect its chairman and vice 
chairman annually. The first meeting of the 
Board shall be convened by the 
Commissioner within 60 days after June 6, 
1974. Thereafter, the Board shall meet at its 
discretion, but not less frequently than 
quarterly. 
 

N. MEMBERSHIP—TERMINATION 
 

A member may terminate membership in the 
JUP upon ceasing to write Motor Vehicle 
Insurance within the state. With respect to all 
policies in effect on the effective date of a 
member’s termination, the liability of the 
terminating member shall cease on the 
anniversary date of each such policy during the 
succeeding year. Termination of membership 
shall not discharge or otherwise affect liabilities 
incurred prior to the expiration of such policies 
and the member shall continue to pay 
assessments until   its proportionate share 
established by its writings prior to 
discontinuance of business has been 
determined. However, if the motor vehicle 
liability, no fault personal injury protection, or 
physical damage business of an insurer 
discontinuing the writing of motor vehicle 
liability, no fault personal injury protection, or 
physical damage insurance in this state has 
been purchased by, transferred to, or reinsured 
by another insurer, the latter shall pay the 
assessments of the former until the 
proportionate share of the former as 
established by its writings prior to such transfer 
has been paid. (included in §16-23-86) 
 
In the event that an insurer is merged with 
another insurer or there is a consolidation of 
insurers, the continuing insurer shall pay the 
assessments of the insurer merged and 
consolidated. Groups of insurers under the 
same ownership and management must be 
treated as a single insurer under these 
provisions. Groups of insurers under either the 
same ownership or management, but not both, 
may elect to be treated separately. (included in 

§16-23-86) 

O. JOINT LIABILITY FOR JUP BUSINESS 

In the event of the failure of any member, 
through insolvency or otherwise, to pay 
promptly its portion of any loss or expense, after 
the JUP shall have made written demand upon 
it to pay such loss or expense, the 
Commissioner shall take appropriate action. If 
the loss or expense remains unpaid beyond a 
reasonable period, all of the other JUP 
members, upon notification by the 
Commissioner, shall promptly pay their 
respective pro rata shares, based upon the 
predetermined participation ratios. Members 
which shall have made contributions shall have 
the right to recovery thereafter against the 
member in default, provided however, the 
Commissioner may enter into agreement with 
any such member in default, or with the legal 
representative thereof, upon an amount which 
shall constitute a full settlement of all of the 
obligations of said member to the remaining 
members. (included in § 16-23-87) 

P. INDEMNIFICATION 

The State of Hawaii, or any officer or his 
designated agent or any employee of the state, 
made a party to any action, suit, or proceeding 
because of any action taken or failure of action 
by the state or such person in connection with 
the administration or operation of the JUP (Joint 
Underwriting Plan) shall be indemnified by the 
participating members against all costs 
(including the amount of judgements, 
settlements, fines, and penalties) and expenses 
incurred in connection with such action, suit or 
proceeding; provided, however, such 
indemnification shall not be provided (except to 
the state of Hawaii) on any matter in which the 
person shall be finally adjudged in any such 
action, suit, or proceeding to have committed a 
breach of duty involving gross negligence [bad 
faith, dishonesty], willful misfeasance, or 
reckless disregard of the responsibilities of his 
office or position. In the event of settlement of a 
matter before final adjudication, indemnification 
shall be provided only if the state of Hawaii is 
advised by independent counsel that the person 
to be indemnified did not, in counsel’s opinion, 
commit such a breach of duty.The costs nd 
expenses of such indemnification shall be 
prorated and paid for by the members, each 
contributing in accordance with the JUP formula 
or allocation of other costs and expenses. 

Q. AUDITING OF MEMBERS 

The Commissioner may audit the records of any 
member relating to the JUP and may establish 
what policies, records, books of account, 
documents, and related material it deems 
necessary to carry out its functions. Such 
material shall be provided by the members in the 
form and with the frequency reasonably 
required by the JUP. (included in §16-23-88) 
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R. APPEAL  

The Commissioners may provide an appropriate 
appeal process for members, servicing carriers, 
and agents. 

S. EFFECT  

The Plan will take effect September 1, 1974.  
The JUP may provide a method for an orderly 
transition during the first year of operation.  
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