BOARD OF GOVERNORS
HAWAII JOINT UNDERWRITING PLAN
INSURANCE DIVISION
P.O.Box 3614
HONOLULU, HI 96811

AGENDA

Date:  July 7, 2020
Time: 9:00 a.m.
Place: Join Microsoft Teams Meeting

+71 808-829-4853 United States, Honolulu (Toll)
Conference ID: 319 684 327#

L. Call to Order
IIL. Reading of Anti Trust Statement
I11. 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

VL 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

Hawaii Joint Underwriting Plan PROPOSAL
Page 1 of 1

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 03620320 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 13600320 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

AiIVB Sorving the Insurance Industry April 17,2020




POLICY NUMBER: AIP 03 62 03 20

<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 03 62 03 20 Page 1 of 1



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:

e Foreign agents;

e Front organizations;

e Terrorists;

e Terrorist organizations; and
e 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.

AIP 1360 (Rev. 03/20)



LES WILLIS CHARLES P. KWOLEK, JR.

Chairperson A . m President

“Serving the Insurance Industry”

April 21, 2020

Jerry Bump

Insurance Division

Hawaii Department of Commerce and Consumer Affairs
PO Box 3614

Honolulu, HI 96811-3614

RE: HJUP - FINANCIAL STATEMENTS - QUARTER ENDING 12/31/2019

Dear Jerry:

Attached are the Hawaii Joint Underwriting Plan financial statements for the period ended December 31, 2019.
The reporting requirement that breaks down the information into four separate classes was effective January 1,
2008. The four class reports will not balance to the fiscal year to date consolidated information for several
reasons.

1. The premium deficiency reserve, claim service fee reserve and anticipated salvage and subrogation
reserves computed by AIPSO do not contain a breakout of private passenger business between the high
risk and other private passenger classifications. Therefore, the entries for these reserves are only
allocated to the class level for Commercial and CPAI business. The difference in the change in reserves
attributed to Private Passenger High Risk and Private Passenger other business, which cannot be
allocated, are as followed:

e Loss Reserves and Losses Incurred — $416
e Premium Deficiency Reserve - $0
e Servicing Carrier Fees Claim LAE- $1,690

2. Also, some general ledger accounts, such as interest income, bureau expenses, bank charges, etc. are not
able to be split out by the four classes due to the nature of the account activity. We have not allocated
these general income and expense items on the class exhibits.

3. The class reports are provided to allow the department to review the pure results of the HIUP business
by class, without distortions, which would have occurred from the allocation of some non-class specific
results.

302 Central Avenue, Johnston, Rhode Island 02919
(401) 946-2310 FAX (401) 528-1350



The financial statements included are as follows:
BALANCE SHEET — CONSOLIDATED
STATEMENT OF INCOME AND EXPENSES - CONSOLIDATED AND BY CLASS
STATEMENT OF OTHER THAN UNDERWRITING EXPENSES - CONSOLIDATED
QUARTERLY EXHIBIT OF RESERVES - CONSOLIDATED AND BY CLASS
QUARTERLY RESULTS OF OPERATIONS - CONSOLIDATED AND BY CLASS

If you have any questions, please feel free to call me at (401) 528-1389.

Sincerely,

Ll —

Edward Sullivan,
Financial and Investment Services-Superviser,

cc: Colin M. Hayashida, HIUP
Gordon Ito, HIUP
Thomas Assad, AIPSO
Sherri Palermo, AIPSO
Kim Caputo, AIPSO
Michelle Lapierre, AIPSO

Attachements



HAWAII JOINT UNDERWRITING PLAN
CONSOLIDATED BALANCE SHEET

DECEMBER 31, 2019

Assets

Cash (Overdraft)

Central Bank

Central Processor

Concentration Account

Servicing Carrier -Depository Cash
Servicing Carrier - Checks Outstanding
Total Cash (Overdraft)

Investments

Accounts Receivable

Servicing Carriers Premium Accounts
Salvage and Subrogation

Assigned Claims Program

Member Company

Accrued Interest

Late Payment Penalty Fees

Other

Due from Other JUA Plans

Total Accounts Receivable

Claim Service Fee Reserve
Total Assets

Liabilities & Members' Equity (Deficit)

Loss Reserves (Incl IBNR)

Unearned Premium Reserve

Premium Deficiency Reserve
Outstanding Drafts

Outstanding Drafts - Assigned Claims
Escheat Reserves

Accounts Payable
Servicing Carrier Fees- Claims

Servicing Carrier Fees- Operating
Unallocated Claim Expense Allowance
AIPSO

Commissions

Advanced Premium Collections

Other

Total Accounts Payable

Total Liabilities
Members' Equity (Deficit)

Total Liabilities & Members' Equity (Deficit)

12/31/2019 12/31/2018
(69,463.65) % (88,371.77)
280,703.72 340,593.97
120,436.40 134,557.80

(161,346.59) {95,100.20)
170,329.88 291,679.80
4,623,790.55 8,471,629.77
40,577.16 77,655.07
(5,739.05) 3,417.30
455,946.01 454,211.70
1,203.13 1,203.12
{6,473.50) -
485,513.75 536,487.19
247,342.00 297,347.00
$5,526,976.18 $9,597,143.76
3,539,532.19 $ 2,808467.63
2,222,482.34 2,470,639.33
532,612.00 576,885.00
160,478.01 220,830.52
(30,451.54) 34,644.97
72,087.95 62,567.41
82,543.76 98,565.38
45,698.48 45,243.93
9,511.42 8,535.88
24,094.67 12,454.97
5,509.59 3,505.15
3,615.00 25,303.50
2,500.00 18,803.24
173,472.92 212,412.05
6,670,213.87 6,386,446.91
(1,143,237.69) 3,210,696.85
$5,526,976.18 $9,597,143.76
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Underwriting Income:

Premium Written
Change in Unearned Premiums
Premiums Earned

Deductions:

Losses Paid

Change in Loss Reserves
Losses Incurred

Change in Premium Deficiency Reserve
Servicing Carrier Fees - Claims LAE
Servicing Carrier Fees - Operating
Commissions Written

Total Underwriting Deductions

Net Underwriting Gain (Loss)

Investment Income
Gain (Loss) on Investments

Other Income (Expenses):

Miscellaneous Income
Membership Fees

Producer Seminar Income

Late Penalty Fees

Commissions Charged Off
Premiums Charged Off

Premiums Charged Off - CPAI
Other than Underwriting Expenses
Total Other Income (Expenses)
Net Gain (Loss)

HAWAII JOINT UNDERWRITING PLAN

Quarter Ending

Quarter Ending

CONSOLIDATED QUARTERLY RESULTS OF OPERATION

Quarter Ending

Quarter Ending

Quarter Ending

Dec Sep Jun Mar Dec

2019 2019 2019 2019 2018
$882,513.11 $1,489,506.41 $1,209,910.09 $1,125,836.39 $1,029,588.67
(289,617.68) 297,366.79 (83,449.14) (172,456.96) (335,274.98)
1,172,130.79 1,192,139.62 1,293,359.23 1,298,293.35 1,364,863.65
1,263,386.86 373,756.79 222,695.98 765,215.11 440,513.71
(1,115,868.71) 1,592,960.64 497,147.57 (243,174.94) 16,062.45
147,518.15 1,966,717.43 719,843.55 522,040.17 456,576.16
(29,132.00) (3,518.00) (5,298.00) (6,325.00) (31,684.00)
87,024.79 223,988.23 136,153.10 113,559.45 131,923.24
71,649.79 130,631.09 102,146.96 93,507.62 85,045.01
22,449.86 50,358.38 36,115.14 31,550.07 21,412.85
299,510.59 2,368,177.13 988,960.75 754,332.31 663,273.26
872,620.20 (1,176,037.51) 304,398.48 543,961.04 701,590.39
21,810.18 27,693.30 48,148.41 47,633.90 46,573.86
- - - (134.00) -
- - 350,000.00 - -
- 50.00 350.00 50.00 -
(47.88) - - (44.63) (41.10)
(13.11) 532.14 (923.77) 692.07 (1,321.50)
(414,289.04) (459,128.78) (463,301.49) (484,700.26) (442,972.02)
(62,859.62) (59,012.84) (62,310.46) (58,279.87) (57,940.49)
(477,209.65) (517,559.48) (176,185.72) (542,416.69) (502,275.11)
$417,220.73  ($1,665,903.69) $176,361.17 $49,178.25 $245,889.14




HAWAII JOINT UNDERWRITING PLAN
SUMMARY OF ALL UNITS
STATEMENT OF INCOME AND EXPENSES
YEAR TO DATE THROUGH DECEMBER 31, 2019

Quarter Ending Fiscal Year to Date

Underwriting Income

Premium Written $882,513.11 $882,513.11
Change in Unearned Premiums (289,617.68) (289,617.68)
Premiums Earned 1,172,130.79 1,172,130.79
Deductions

Losses Paid 1,263,386.86 1,263,386.86
Change in Loss Reserves (1,115,452.71) (1,115,452.71)
Losses Incurred 147,934.15 147,934.15
Change in Premium Deficiency Reserve (29,132.00) (29,132.00)
Servicing Carrier Fees - Claims LAE 88,714.79 88,714.79
Servicing Carrier Fees - Operating 71,649.79 71,649.79
Servicing Carrier Fees - Collections - -
Commissions Written 22,449.86 22,449.86
Total Underwriting Deductions 301,616.59 301,616.59
Net Underwriting Gain (Loss) 870,514.20 870,514.20
Other Income (Expenses)

Commissions Charged Off (47.88) (47.88)
Premiums Charged Off (414,302.15) (414,302.15)
Total Other Income (Expenses) (414,350.03) (414,350.03)
Net Gain (Loss) $456,164.17 $456,164.17




HAWAII JOINT UNDERWRITING PLAN
CPAI
STATEMENT OF INCOME AND EXPENSES
YEAR TO DATE THROUGH DECEMBER 31, 2019

Quarter Ending Fiscal Year to Date

Underwriting Income

Premium Written $415,038.04 $415,038.04
Change in Unearned Premiums (46,302.50) (46,302.50)
Premiums Earned 461,340.54 461,340.54
Deductions

Losses Paid 186,253.83 186,253.83
Change in Loss Reserves (100,457.49) (100,457 .49)
Losses Incurred 85,796.34 85,796.34
Change in Premium Deficiency Reserve (29,132.00) (29,132.00)
Servicing Carrier Fees - Claims LAE 35,572.86 35,572.86
Servicing Carrier Fees - Operating 24,902.28 24,902.28
Servicing Carrier Fees - Collections - -
Commissions Written - -
Total Underwriting Deductions 117,139.48 117,139.48
Net Underwriting Gain (Loss) 344,201.06 344,201.06
Other Income (Expenses)

Commissions Charged Off - -
Premiums Charged Off (414,289.04) (414,289.04)
Total Other Income (Expenses) (414,289.04) (414,289.04)
Net Gain (Loss) ($70,087.98) ($70,087.98)




HAWAII JOINT UNDERWRITING PLAN

STATEMENT OF INCOME AND EXPENSES

Underwriting Income

Premium Written
Change in Unearned Premiums
Premiums Earned

Deductions
Losses Paid

Change in Loss Reserves
Losses Incurred

COMMERCIAL

DECEMBER 31, 2019

Quarter Ending

Fiscal Year to Date

Change in Premium Deficiency Reserve -

Servicing Carrier Fees - Claims LAE
Servicing Carrier Fees - Operating

Servicing Carrier Fees - Collections -

Commissions Written
Total Underwriting Deductions
Net Underwriting Gain (Loss)

Other Income (Expenses)

Commissions Charged Off
Premiums Charged Off

Total Other Income (Expenses)
Net Gain (Loss)

$436,850.73 $436,850.73
(239,872.10) (239,872.10)
676,722.83 676,722.83
1,049,493.30 1,049,493.30
(1,009,003.22) (1,009,003.22)
40,490.08 40,490.08
49,273.13 49,273.13
43,685.08 43,685.08
21,842.50 21,842.50
155,290.79 155,290.79
521,432.04 521,432.04
(13.11) (13.11)
(13.11) (13.11)
$521,418.93 $521,418.93




HAWAII JOINT UNDERWRITING PLAN
PRIVATE - OTHER
STATEMENT OF INCOME AND EXPENSES
YEAR TO DATE THROUGH DECEMBER 31, 2019

Quarter Ending Fiscal Year to Date
Underwriting Income
Premium Written $2,904.00 $2,904.00
Change in Unearned Premiums (6,072.69) (6,072.69)
Premiums Earned 8,976.69 8,976.69
Deductions
Losses Paid - -
Change in Loss Reserves (3.462.00) (3,462.00)
Losses Incurred (3,462.00) (3,462.00)
Change in Premium Deficiency Reserve - -
Servicing Carrier Fees - Claims LAE 1,023.19 1,023.19
Servicing Carrier Fees - Operating 29040 29040
Servicing Carrier Fees - Collections - -
Commissions Written 214.15 214.15
Total Underwriting Deductions (1,934.26) (1,934.26)
Net Underwriting Gain (Loss) 10,910.95 10,910.95
Other Income (Expenses)
Commissions Charged Off (47.88) (47.88)
Premiums Charged Off - -
Total Other Income (Expenses) (47.88) (47.88)

Net Gain (Loss) $10,863.07 $10,863.07




HAWAII JOINT UNDERWRITING PLAN
PRIVATE - HIGH RISK
STATEMENT OF INCOME AND EXPENSES
YEAR TO DATE THROUGH DECEMBER 31, 2019

Quarter Ending Fiscal Year to Date

Underwriting Income

Premium Written $27,720.34 $27,720.34
Change in Unearned Premiums 2,629.61 2,629.61
Premiums Earned 25,090.73 25,090.73
Deductions

Losses Paid 27,639.73 27,639.73
Change in Loss Reserves (2,530.00) (2,530.00)
Losses Incurred 25,109.73 25,109.73
Change in Premium Deficiency Reserve - -
Servicing Carrier Fees - Claims LAE 2,845.61 2,845.61
Servicing Carrier Fees - Operating 2,772.03 2,772.03
Servicing Carrier Fees - Collections - -
Commissions Written 393.21 393.21
Total Underwriting Deductions 31,120.58 31,120.58
Net Underwriting Gain (Loss) (6,029.85) (6,029.85)
Other Income (Expenses)

Commissions Charged Off - -
Premiums Charged Off - -
Total Other Income (Expenses) - -
Net Gain (Loss) ($6,029.85) ($6,029.85)
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LES WILLIS CHARLES P, KWOLEK, JR.

) ‘.P,A o
“Serving the Insurance Industry”
March 5, 2020
Mr. Jerry Bump, Manager
Hawaii Joint Underwriting Plan
335 Merchant Street, Rm. 213
Honolulu, HI 96811
Hawaii Joint Underwriting Plan
Manual Revisions to
Administrative Rules and
Principles of Operation

Dear Mr. Bump,
For your consideration, I am forwarding suggested revisions to the Hawaii Administrative Rules, Subchapter 13
- The Joint Underwriting Plan to remove specific language relating to the servicing carrier allowances and the

commmission rates. The proposed revisions provide the Commissioner with the flexibility to adjust the servicing
carrier allowances and establish the commission rate based on industry trends.

Highlights of the proposed changes include (Exhibit A):

e §16-23-78 Allowances to servicing carriers

Removes specific references to the servicing carrier allowances to allow the Commissioner, in
consultation with the JUP board of governors, to set the reimbursement fee for servicing carrier
expenses for handling CPAI and Non-CPAI business.

e §16-23-79 Commissions

Removes specific references to the rate of commission to the servicing carrier to provide the
Commissioner with the authority to set the commission rate for private passenger non-fleet motor
vehicle insurance as well as commercial business based on market pricing in consultation with the JUP
Board of Governors.

Also included are suggested revisions to the Hawaii Principles of Operation to revise current language to reflect
Hawaii enabling statutes as well as the Hawaii Administrative Rules.

Highlights of the proposed changes include (Exhibit B):

o Ubpdates the Establishment of Hawaii Joint Underwriting Plan to include reference that each insurer will
pay an annual membership fee.

302 Central Avenue, Johnston, RI 02919
(401) 946-2310 ¢ Fax (401) 528-1350

https://www.aipso.com



e Updates eligibility guidelines to reflect language approved in the Hawaii enabling statutes and the
Hawaii Administrative Rules

e Updates the Board of Governors’ composition to reflect the Board of Governors’ composition in
HB2320 and SB 2876.

Subsequent revisions to the Hawaii Joint Underwriting Plan as well as the Hawaii Joint Underwriting Plan
Accounting and Statistical Requirements Manual will be incorporated following approval of revisions to the
Hawaii Administrative Rules, where appropriate.

Lastly, the Hawaii Joint Underwriting Plan Accounting and Statistical Requirements Manual, Chapter 14 —
Servicing Carrier Allowance Settlement Procedure provides an annual retroactive claim service fee adjustment.
Instead of this annual retroactive calculation procedure, ATPSO proposes an annual recalculation of the
servicing carrier allowances for review by the Hawaii Joint Underwriting Plan Board of Governors.

Please submit or present the proposed revisions to the Board of Governors to obtain their approval prior to
review and approval by the Division of Insurance. We also ask that you submit or present the proposed
revisions to the Hawaii Administrative Rule to the appropriate party for their review and approval. However,
prior to presentation of the attached proposed changes to the Board of Governors, we would like the opportunity
to discuss them with you and Lane Nishioka so any changes can be made to the proposal based on your
knowledge and expertise.

If you have any questions, please feel free to contact me.

Mahalo,

Wces Toim—

Alicia Hanson, CPCU, AIS, API
Insurance Services Analyst
AIPSO Plan Services

Attach.

Pc: T. Assad
R. Powers
C. Brockway



Key to Changes
Yellow

Green

Gray

White

indicates language added or language deleted

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

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

indicates current language approved by the Commissioner



HAWAII ADMINISTRATIVE RULES
TITLE 16

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS
CHAPTER 23

MOTOR VEHICLE INSURANCE LAW

816-23-78 Allowances to servicing carriers. Servicing carriers shall be reimbursed for their
servicing expenses en—thebasis—ef== 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

governaors.

(1)  Nen-CPRAL

(2) GPRPAL




816-23-79 Commissions. A servicing carrier shall pay a producer commission for business

written pursuant to the JUP. a-cemmission-at-the-foellowingrate:. 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.

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: 10C-214,
431: 10C-406) (Imp: HRS "431: through 431: 10C404)



Hawaii Joint Underwriting Plan
Principles of Operation

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 816-23-68 of
the Hawaii Administrative Rules.

ADMINISTRATION

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

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.

o all'ctherautomobile (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 CPAIl 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 HIUP 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 HIUP and CPAI experience, refer to
Accounting and Statistical Requirements Manual

Chapters 12 and 13.
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.

JOINT UNDERWRITING PLAN RISK,
ELIGIBILITY

|

been convicted of operating a motor

vehicle without motor vehicle insurance
(816-23-72 (1)(A)X()); or
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g. Accidents involving physical damage,
limited to and caused by flying gravel,
missiles, or falling (included in
431:10C-407)

L

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)

included in

431:10C-407)

(included in 431:10C-407)

(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)

=

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)

(included in
431:10C-407(E)(2)(B))

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
816-23-72)

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

e
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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 816-23-71; current
lanquage approved by the
Commissioner)

il

G. SERVICE STANDARDS—SERVICING
CARRIERS

(included in 816-23-77)

(included in §16-23-77)

(included in §16-23-

E

(included in §16-23-77)

o

(included
in 816-23-77)

H. ALLOWANCES TO SERVICING CARRIERS

(included 816-
23-78)

INGREEPAN(included §16-23-78)

BIGPAll(included in §16-23-78)

(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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CONSUMER SELECTION OF
SERVICING CARRIER

(included in §16-23-74)

(included in

§16-23-74)

(included in §16-23-74)

(included in

§16-23-74)
COMMISSIONS

(included in 816-23-79)

(included in

§16-23-79)

N

(included in §16-23-79)

w

(included in §16-23-79)

(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 thisinformation. (Not included in §16-23-79;
current language approved by the
Commissioner)

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.

MEETINGS OF JUP MEMBERS

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

. 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—purpese—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

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

(included in §16-23-86)

(included in

§16-23-86)

O. JOINT LIABILITY FOR JUP BUSINESS

P.

(included in § 16-23-87)
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

(included in 816-23-88)
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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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HJUP Shared System Expansion Analysis
Introduction

The HJUP Board has been informed by their existing Servicing Carriers that legacy systems
used to support HTUP policy administration and claims handling functions will be eliminated
in a few years. The Board indicated that an analysis of the ICE software is necessary to
determine if the HTUP should continue to invest in this software (to add functionality) or
consider other alternatives.

The objective of this first phase will be determining if the Blue Tropics software (claims,
billing and statistical reporting functionality) will meet the HTUP requirements. Another
objective of this engagement will be to determine to what degree it will need to be modified
to meet the unique HYUP requirements (shared system and attractive to new servicing
carriers). This includes cost and time to implement. To assist in accomplishing this
objective, AIPSO will facilitate the review of and establishing agreement on common
servicing carrier operating practices for billing, claims, and stat reporting (or identifying
critical differences).

AIPSO is assisting the Michigan Automobile Insurance Placement Facility with a similar
project and will attempt to identify common requirements and any resulting economies of
scale that may apply to any selected solution by either JUA. Certainly, our role as a
facilitator /project manager for each entity will provide us with a unique opportunity to
identify opportunities for system and expense sharing if at all possible.

The HJUP Board has requested that AIPSO, the current HTUP Systems Administrator, assist
with this effort as the project manager. A stage gate approach will be used for each
subsequent phase of the program which will require prior Board approval of written
documentation outlining the objectives and deliverables of each new phase.

HJUP Project Overview — first phase
Deliverables:

1.) Produce a set of high-level requirements for the necessary functionality of a shared
billing, claims, and statistical reporting system. This includes a summary of the
shared system concept and how it will require changes within the Servicing Carrier’s
operations for the new functionality provided by the Blue Tropics solution.

2.) Evaluate the Blue Tropics software for its ability to meet the shared system
requirements for billing, claims handling, statistical reporting and other necessary
HJIUP functions developed by the Team.

a. Define the ICE operating system, software dependencies and development
language, company access requirements and cyber security related
components of the HIUP system.
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b. Identify any additional modifications to the Blue Tropics software that may be
necessary and their cost considerations.

c. Evaluate if automated data submissions to AIPSO by each servicing carrier
may be integrated into the software solution.

3.) Summarize the results of all the research for HTUP Board consideration.

Approach:

1.) Develop a Team of Servicing Carriers that includes adequate decision makers in each
company to develop agreement on a common approach to HJUP business processing.
Any individual company requirements may result in individual company system
modifications. AIPSO will conduct regularly scheduled meetings to engage carriers
in the definition of the requirements. The Team will have to establish how it intends
for the interaction to occur between Servicing Carrier Staff and the new software
solution.

2.) Obtain the documentation of the ICE and Blue Tropics software capabilities and help
interpret that information for the HJUP and its servicing carriers. Conduct specific
detailed demos for the Team of the Blue Tropics solution to cover specific predefined
functionality for Claims, billing, & statistical reporting — (possible inclusion of
ATPSO reporting)

3.) Document the system or software changes that may be required to address expansion
of the ICE/Blue Tropics software’s use for the HJUP and its approximate cost.

4.) Provide an analysis of the programming language, software configuration, and other
factors that would influence the life expectancy of the ICE product. Operating system
requirements, cyber security concerns, company software hosting and remote
software access will be reviewed to determine current and future servicing carrier
acceptance of the software should be part of the documentation. Perhaps utilize a
consultant in the evaluation of the useful life of the ICE software and Blue Tropics
software being proposed if there are GAPs in the AIPSO staff abilities to perform
same.

5.) Engage the Insurance Division throughout the process to ensure they are aware of the
findings and the Executive Summary before it is presented to the HTUP Board.

6.) Assist the HTUP Board with its review of the results of our analysis and perform
additional analysis if necessary.
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Proposed Team The following are the individuals will perform the services outlined in Phase I
of this engagement. A consultant may be necessary to assist in the
determination of the ICE software’s long-term viability for the HTUP.

Person Role
N. Benkovich | Project Manager. Facilitator
T. Assad SME — HJUP Board
L. Paguin SME — Policy Management systems and HYUP Req.

TBD Servicing Carrier Rep.
TBD Servicing Carrier Rep.
TBD Servicing Carrier Rep.
Connie Testa Business Analyst and SME - Policy Management
Systems
Assumptions:
Processing of CPAI is within scope.
Servicing Carriers will provide personnel that will be made available for the
duration of this engagement.

The HJUP Manager — Jerry Bump will participate periodically in Team
meetings to address any overriding concerns and to move the process along.

Constraints:

AIPSO will attempt to utilize internal staff to provide an analysis of the long
term viability of the current ICE\Blue Tropics software but a consultant may
be necessary if the proper credentials cannot be identified at AIPSO.

PHASE 2

AIPSO may be asked to provide a proposal on the costs associated with Phase
2 and perhaps high level costs associated with a different approach to the
shared system concept for the Board and Commissioner to considered as
alternatives.



AIPSO’s
Estimated
Expense
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AIPSO is providing a price estimate based upon a number of assumptions:

AIPSO Projected Expense:
Consultant Unknown at this time
Staff member’s time: 61 hours @ $123 = $7,503

Travel Expenses: Not anticipated at this time

TOTAL AIPSO Expense $7,503
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