F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1983 2004
1 A bill to be entitled
2 An act relating to the Florida Hurricane Catastrophe Fund;
3 anmendi ng s. 215.555, F.S.; redefining and defining terns;
4 providing for the State Board of Administration to specify
5 i nterest due on delinquent remttances; revising
6 condi tions of, anobunts of, and procedures relating to
7 rei mbursenent contracts; revising maxi rumrates of, and
8 procedures relating to, emergency assessnents; revising
9 provisions relating to reinsurance; deleting expired
10 provi sions; providing effective dates.
11
12| Be It Enacted by the Legislature of the State of Florida:
13
14 Section 1. Paragraphs (c) and (d) of subsection (2),
15| subsection (3), paragraphs (b), (c), (d), and (f) of subsection
16| (4), paragraphs (a) and (c) of subsection (7), and subsection
17| (16) of section 215.555, Florida Statutes, are anended, and
18| paragraph (n) is added to subsection (2) of said section, to
19| read:
20 215.555 Florida Hurricane Catastrophe Fund.--
21 (2) DEFINITIONS. --As used in this section:
22 (c) "Covered policy" nmeans any insurance policy covering
23| residential property in this state, including, but not limted
24| to, any honeowner's, nobile hone owner's, farm owner's,
25| condom ni um associ ati on, condom niumunit owner's, tenant's, or
26| apartnent building policy, or any other policy covering a
27| residential structure or its contents issued by any authorized
28| insurer, including the Citizens Property Insurance Corporation
29| and any joint underwiting association or simlar entity created
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pursuant to |law. The term "covered policy"” includes any

col lateral protection insurance policy covering personal

resi dences which protects both the borrower's and the |l ender's
financial interests, in an anount at |east equal to the coverage
for the dwelling in place under the | apsed honmeowner's policy,

if such policy can be accurately reported as required in
subsection (5). Additionally, covered policies include policies
covering the peril of wind renoved fromthe Florida Residenti al
Property and Casualty Joint Underwiting Association or fromthe
Citizens Property Insurance Corporati on, created pursuant to s.
627.351(6), or fromthe Florida Wndstorm Underwiting

Associ ation, created pursuant to s. 627.351(2), by an authorized

i nsurer under the ternms and conditions of an executed assunption

agreenent between the authorized insurer and such association or

Ctizens Property Insurance Corporation. Each assunption

agreenent between the association and such authorized insurer or

Citizens Property Insurance Corporation nust be approved by the

Fori-da—Pepartwent—oftnsurance—or—the Ofice of Insurance

Regul ation prior to the effective date of the assunption, and

t he DBepartrent—of tnsurance—orthe Ofice of Insurance

Regul ati on nust provide witten notification to the board within

15 wor ki ng days after such approval. "Covered policy" does not
i nclude any policy that excludes w nd coverage or hurricane

coverage or any reinsurance agreenment and does not include any
policy otherw se neeting this definition which is issued by a

surplus lines insurer or a reinsurer. Al conmercial residential

excess policies and all deducti bl e buy-back policies that, based

on sound actuarial principles, require individual ratenaking

shal | be excluded by rule if the actuarial soundness of the fund
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59| is not jeopardized. For this purpose, the term "excess policy"

60| neans a policy that provides insurance protection for |arge

61| commercial property risks and that provides a | ayer of coverage

62| above a primary |ayer insured by another insurer.

63 (d) "Losses" nmeans direct incurred | osses under covered
64| policies, which shall include |osses for additional |iving

65| expenses not to exceed 40 20 percent of the insured value of a

66| rpbile-hores—or—personal residential structure or its struetures
67| and40-percent—of the insuredvalueof contents covered-under—a
68| tenant- s poliey ora condomniumuni-t—owner—s poliey and shal l

69| exclude |oss adjustnent expenses. "Losses" does not include

70| losses for fair rental value, |oss of use, associated—wth

71| personaland commercialresidentialexposures or business

72| interruption | osses associatedw-th-comercial—+resi-dential-

73| expesures.

74 (n) "Corporation" neans the Florida Hurricane Catastrophe

75| Fund Fi nance Corporation.
76 (3) FLORI DA HURRI CANE CATASTROPHE FUND CREATED. -- There is

77| created the Florida Hurricane Catastrophe Fund to be

78| adm nistered by the State Board of Admi nistration. Moneys in the
79| fund nmay not be expended, | oaned, or appropriated except to pay
80| obligations of the fund arising out of reinbursenent contracts
81| entered into under subsection (4), paynent of debt service on
82| revenue bonds issued under subsection (6), costs of the

83| mtigation programunder subsection (7), costs of procuring

84| reinsurance, and costs of adm nistration of the fund. The board
85| shall invest the noneys in the fund pursuant to ss. 215.44-

86| 215.52. Except as otherw se provided in this section, earnings

87| fromall investnments shall be retained in the fund. The board
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88| may enploy or contract with such staff and professionals as the

89| board deens necessary for the adm nistration of the fund. The
90| board may adopt such rules as are reasonable and necessary to

91| inplenent this section and shall specify interest due on any

92| delinguent remttances, which interest nay not exceed the fund's

93| rate of return plus 5 percent. Such rules nmust conformto the

94| Legislature's specific intent in establishing the fund as

95| expressed in subsection (1), must enhance the fund' s potenti al
96| ability to respond to clains for covered events, nust contain

97| general provisions so that the rules can be applied with

98| reasonable flexibility so as to accommbdate insurers in

99| situations of an unusual nature or where undue hardship may

100| result, except that such flexibility may not in any way inpair
101| override, supersede, or constrain the public purpose of the

102| fund, and nmust be consistent with sound insurance practices. The
103| board may, by rule, provide for the exenption from subsections
104 (4) and (5) of insurers witing covered policies with | ess than
105( $10 million $500,-000 in aggregate exposure for covered policiess
106| which-exposure resultsina-demnimsreinburserentpremum- if
107| the exenption does not affect the actuarial soundness of the

108| fund.

109 (4) REI MBURSEMENT CONTRACTS. - -

110 (b)1. The contract shall contain a prom se by the board to

111| reinburse the insurer for 45 percent, 75 percent, or 90 percent
112| of its losses fromeach covered event in excess of the insurer's
113| retention, plus 5 percent of the reinbursed | osses to cover |oss

114| adjustnent expenses.

115 2. The insurer nust elect one of the percentage coverage
116| levels specified in this paragraph and may, upon renewal of a
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117| reinbursenent contract, elect a | ower percentage coverage |evel

118 if no revenue bonds issued under subsection (6) after a covered
119| event are outstanding, or elect a higher percentage coverage
120| level, regardl ess of whether or not revenue bonds are

121| outstanding. Al nmenbers of an insurer group nust elect the sane
122| percentage coverage level. Any joint underwiting association,
123| risk apportionnent plan, or other entity created under s.

124| 627.351 nust elect the 90-percent coverage | evel.

125 3. The contract shall provide that reinbursenent anounts
126| shall not be reduced by reinsurance paid or payable to the

127| insurer from other sources—however—+recoveriesfromsuchother
128| sources—takentogetherwth relnbursenents under the contract
129| wmey-—not—exceed 100 percent—of the insurer's losses fromcovered
130| events. H—such recoveries—and reimbursenents—exceed 100 percent
131| efthe insurer s losses fromcoveredevents,—and+f there s ne
132| agreenent—between the insurer—and the reinsurerto-the contrary—
133 any—amuntin-excess—o0f 100 percent—of the inhsurer's losses

134| shallbe returned tothe fund—

135 (c)1l. The contract shall also provide that the obligation
136| of the board with respect to all contracts covering a particul ar
137| contract year shall not exceed the actual clains-paying capacity
138| of the fund up to a limt of $11 billion for that contract year,
139| unless the board determ nes that there is sufficient estinmated
140| cl ai nms- paying capacity to provide $11 billion of capacity for
141| the current contract year and an additional $11 billion of

142| capacity for subsequent contract years. Upon such determ nation
143| being nmade, the estinmated clai ns-paying capacity for the current

144| contract year shall be deternmined by adding to the $11 billion
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145 limt one-half of the fund' s estinmated cl ai ns-payi ng capacity in
146| excess of $22 billion.
147 2. In May before the start of the upcom ng contract year

148 and in October during the contract year, the board shall publish

149| in the Florida Admnistrative Wekly a statenent of the fund' s

150 estinated borrowi ng capacity and the projected bal ance of the

151| fund as of Decenber 31. After the end of each cal endar year, the

152 board shall notify insurers of the estimated borrowi ng capacity
153 and the bal ance of the fund as of Decenber 31 to provide

154| insurers with data necessary to assist themin deternmning their

155 retention and projected payout fromthe fund for | oss

156| reinbursenent purposes. In conjunction with the devel opnent of

157 the premumformrmula, as provided for in subsection (5), the

158 board shall publish factors or nultiples that assist insurers in

159 determining their retention and projected payout for the next

160 contract year. For all regulatory and rei nsurance purposes, an

161| insurer nay calculate its projected payout fromthe fund as its

162| share of the total fund premiumfor the current contract year

163 multiplied by the sumof the projected bal ance of the fund as of

164| Decenber 31 and the estimated borrowi ng capacity for that

165 contract year as reported under this subparagraph. Fhe—contract
166| shall require the board to annually notify insurers of the

167 . : :

168
169
170| #und—For—all regulatoryand reinsurance purposes—anthsurer
171| wmay—calculate its projected payout fromthe fund asits-share of
172| theteotalfundpremumtforthe current—contract—year—mutiptied
173| by-the sumof the projectedyear-end fund balanceand-the
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174| estinated borrowingcapacity for that contractyear as reported
175 i

176
177
178
179 (d)1. For purposes of determning potential liability and

180| to aid in the sound adm nistration of the fund, the contract
181| shall require each insurer to report such insurer's |osses from
182| each covered event on an interimbasis, as directed by the

183| board. The contract shall require the insurer to report to the
184| board no | ater than Decenber 31 of each year, and quarterly

185| thereafter, its reinbursable | osses fromcovered events for the
186| year. The contract shall require the board to determ ne and pay,
187| as soon as practicable after receiving these reports of

188| reinbursable | osses, the initial amount of reinbursement due and
189| adjustnents to this anount based on later |oss information. The
190 adjustnents to reinbursenent anounts shall require the board to
191| pay, or the insurer to return, anmounts reflecting the nost

192| recent cal culation of |osses.

193 2. In determning reinbursenents pursuant to this

194| subsection, the contract shall provide that the board shall:

195 a. First reinburse insurers witing covered policies,

196| which insurers are in full conpliance with this section and have
197| petitioned the Ofice of Insurance Regulation and qualified as
198| limted apportionment conpanies under s. 627.351(2)(b)3. The
199| amount of such reinbursenment shall be the | esser of $10 million
200| or an anount equal to 10 tinmes the insurer's reinbursenent

201| premumfor the current year. The anmount of reinbursenent paid

202| under this sub-subparagraph may not exceed the full anmount of
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203| reinbursenment prom sed in the rei nbursenent contract. This sub-

204| subparagraph does not apply with respect to any contract year in
205| which the year-end projected cash bal ance of the fund, exclusive
206| of any bonding capacity of the fund, exceeds $2 billion. Only
207| one nmenber of any insurer group nmay receive rei nbursenent under
208| this sub-subparagraph

209 b. Next pay to each insurer such insurer's projected

210| payout, which is the amount of reinbursenment it is owed, up to
211| an amount equal to the insurer's share of the actual prem um
212| paid for that contract year, nultiplied by the actual clains-
213| paying capacity available for that contract year; provided,

214| entities created pursuant to s. 627.351 shall be further

215| reinbursed in accordance wth sub-subparagraph c.

216 c. Thereafter, establish—basedonreinbursablelosses-
217| the prorated reinbursenent |evel at the highest |evel for which
218| any remai ning fund bal ance or bond proceeds are sufficient to
219| reinburse entities created pursuant to s. 627. 351 based on

220| reinbursable fe+ | 0sses exceedi ng the anounts payabl e pursuant

221| to sub-subparagraph b. for the current contract year.

222 (f) In order to ensure that insurers have properly

223| reported the insured values on which the reinbursenment prem um
224| is based and to ensure that insurers have properly reported the
225| | osses for which rei mbursenents have been nade, the board shal
226| inspect, exam ne, and verify audit the records of each insurer's
227| covered policies at such tines as the board deens appropriate

228| and according to standards established by rule for the specific

229| purpose of validating the accuracy of exposures and | osses

230 required to be reported under the terns and conditions of the
231| reinbursenent contract HA—sueh—Hannerasis consistent—wth
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232| generally—acceptedauditing—standards. The costs of the
233| exam nations audits shall be borne by the board. However, in

234| order to renmpve any incentive for an insurer to del ay

235| preparations for an exam nation audit, the board shall be

236| reinbursed by the insurer for any exam nation audit expenses

237| incurred in addition to the usual and customary costs of the

238| exam nation audit, which additional expenses were incurred as a

239| result of an insurer's failure, despite proper notice, to be

240| prepared for the exam nation audit or as a result of an

241| insurer's failure to provide requested information while the
242| exanmination audit- is in progress. If the board finds any

243| insurer's records or other necessary information to be

244| inadequate or inadequately posted, recorded, or nuintained, the
245| board may enpl oy experts to reconstruct, rewite, record, post,
246| or maintain such records or information, at the expense of the
247| insurer being exam ned audited, if such insurer has failed to
248 maintain, conplete, or correct such records or deficiencies

249| after the board has given the insurer notice and a reasonabl e
250| opportunity to do so. Any information contained in an

251| exam nation audit report, which information is described in s.

252| 215.557, is confidential and exenpt fromthe provisions of s.
253 119.07(1) and s. 24(a), Art. | of the State Constitution, as
254| provided in s. 215.557. Nothing in this paragraph expands the
255| exenption in s. 215.557.

256 (7) ADDI TI ONAL POVNERS AND DUTI ES. - -

257 (a) The board may procure reinsurance fromreinsurers

258| acceptable to the Ofice of Insurance Regul ati on approeved—under
259| s—624-610 for the purpose of maxim zing the capacity of the
260| fund.
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261 (c) Each fiscal year, the Legislature shall appropriate

262| fromthe investnent incone of the Florida Hurricane Catastrophe
263| Fund an anmount no | ess than $10 million and no nore than 35

264| percent of the investnent inconme based upon the nost recent

265| fiscal year-end audited financial statenents f+remtheprior

266| #Hsecal—year for the purpose of providing funding for | ocal

267| governnents, state agencies, public and private educati onal

268| institutions, and nonprofit organizations to support prograns
269| intended to inprove hurricane preparedness, reduce potenti al

270| losses in the event of a hurricane, provide research into neans
271| to reduce such |osses, educate or informthe public as to neans
272| to reduce hurricane | osses, assist the public in determning the
273| appropriateness of particular upgrades to structures or in the
274| financing of such upgrades, or protect local infrastructure from
275| potential damage from a hurricane. Mpneys shall first be

276| available for appropriation under this paragraph in fiscal year
277| 1997-1998. Moneys in excess of the $10 mllion specified in this
278| paragraph shall not be available for appropriation under this
279| paragraph if the State Board of Administration finds that an

280| appropriation of investnent inconme fromthe fund woul d

281| |jeopardize the actuarial soundness of the fund.

282 {18y —For the 2002-2003 fiscalyear—only—the State Board
83 . Adeini . hall_disl  unds .

284 | transfer,fromthe Florida Hurricane Catastrophe Fund-to-the

285 i
286
287
288
289
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290| Statewi-de RestorationProjects" in-the 2002-2003 General

291 AppropriationsAct.—This subsectionexpiresJuly-1. 2003

292 Section 2. Effective June 1, 2005, paragraphs (e) and (k)
293| of subsection (2), paragraph (c) of subsection (4) as anmended by
294| this act, and subsection (6) of section 215.555, Florida

295| Statutes, are anended to read:

296 215.555 Florida Hurricane Catastrophe Fund.--
297 (2) DEFINITIONS. --As used in this section:
298 (e) "Retention" neans the anmount of | osses bel ow which an

299| insurer is not entitled to reinbursenment fromthe fund. An
300| insurer's retention shall be calculated as foll ows:

301 1. The board shall cal culate and report to each insurer
302 the retention nultiples for that year. For the contract year
303| beginning June 1, 2005 1995, the retention nultiple shall be
304| equal to $4 $3 billion divided by the total estimated

305( reinbursenment premiumfor the contract year; for subsequent
306| years, the retention multiple shall be equal to $4 $3 billion
307| adjusted based upon the reported exposure fromthe prior

308| contract year to reflect the percentage gromh in exposure to
309| the fund for covered policies since 2004 1998, divided by the

310| total estimated rei nbursenment premumfor the contract year,

311| provided the percentage increase in the retention nay not exceed

312| the percentage increase in the capacity growh as determ ned

313| under subparagraph (4)(c)1. Total reinbursenent prem um for

314| purposes of the cal cul ati on under this subparagraph shall be
315| estimated using the assunption that all insurers have sel ected
316| the 90-percent coverage | evel

317 2. The retention nultiple as determ ned under subparagraph

318| 1. shall be adjusted to reflect the coverage |evel elected by
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319 the insurer. For insurers electing the 90-percent coverage

320| level, the adjusted retention nultiple is 100 percent of the
321| anount determ ned under subparagraph 1. For insurers electing
322| the 75-percent coverage level, the retention nultiple is 120
323| percent of the amount determ ned under subparagraph 1. For

324| insurers electing the 45-percent coverage |level, the adjusted
325| retention nultiple is 200 percent of the anobunt determ ned under
326| subparagraph 1.

327 3. An insurer shall determne its provisional retention by
328 multiplying its provisional reinbursenent prem um by the

329| applicable adjusted retention nmultiple and shall determne its
330| actual retention by multiplying its actual reinbursenment prem um
331| by the applicable adjusted retention multiple.

332 (k) "Pledged revenues" neans all or any portion of

333| revenues to be derived from rei nbursenent prem uns under

334| subsection (5) or from energency assessnments under paragraph

335| (6)(b) subparagraph—(6)}{a)3—, as determ ned by the board.

336 (4) REI MBURSEMENT CONTRACTS. - -

337 (c)1l. The contract shall also provide that the obligation
338| of the board with respect to all contracts covering a particul ar
339| contract year shall not exceed the actual clains-paying capacity
340 of the fund up to a limt of $15 $1% billion for that contract
341| year adjusted based upon the reported exposure fromthe prior

342| contract year to reflect the percentage growmh in exposure to

343| the fund for covered policies since 2004, provided the dollar

344 growth in the limt may not increase in any year by an anount

345 greater than the dollar growh of the cash bal ance whi ch
346| occurred over the prior cal endar year —unlesstheboard

347 I . I I . T . | el ai .
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348 . Lde $11 billi f . f I
349 - S .
350
351
352
353
354

355 2. In May before the start of the upcom ng contract year

356 and in Cctober during the contract year, the board shall publish
357 in the Florida Adm nistrative Wekly a statenment of the fund's
358| estimated borrow ng capacity and the projected bal ance of the
359| fund as of Decenber 31. After the end of each cal endar year, the
360| board shall notify insurers of the estinmated borrow ng capacity
361| and the bal ance of the fund as of Decenber 31 to provide

362| insurers wth data necessary to assist themin determning their
363| retention and projected payout fromthe fund for | oss

364| reinbursenent purposes. In conjunction with the devel opnent of
365| the premumfornula, as provided for in subsection (5), the

366| board shall publish factors or nultiples that assist insurers in
367| determining their retention and projected payout for the next
368| contract year. For all regulatory and rei nsurance purposes, an
369| insurer may calculate its projected payout fromthe fund as its
370 share of the total fund premumfor the current contract year
371 multiplied by the sumof the projected bal ance of the fund as of
372| Decenber 31 and the estinmated borrow ng capacity for that

373| contract year as reported under this subparagraph.

374 (6) REVENUE BONDS. - -

375 (a) General provisions.--

Page 13 of 27

CODING: Words stricken are deletions; words underlined are additions.



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1983 2004
376 1. Upon the occurrence of a hurricane and a determ nation

377| that the noneys in the fund are or wll be insufficient to pay
378| reinbursenent at the |evels prom sed in the reinbursenent

379| contracts, the board nay take the necessary steps under

380| paragraph (c) b}y or paragraph (d) e} for the issuance of

381| revenue bonds for the benefit of the fund. The proceeds of such
382| revenue bonds nay be used to nmake rei nbursenent paynents under
383| reinbursement contracts; to refinance or replace previously

384| existing borrowi ngs or financial arrangenents; to pay interest
385 on bonds; to fund reserves for the bonds; to pay expenses

386| incident to the issuance or sale of any bond issued under this
387| section, including costs of validating, printing, and delivering
388| the bonds, costs of printing the official statenment, costs of
389| publishing notices of sale of the bonds, and rel ated

390 admnistrative expenses; or for such other purposes related to
391| the financial obligations of the fund as the board may

392| determne. The term of the bonds may not exceed 30 years. The
393| board may pl edge or authorize the corporation to pledge all or a
394| portion of all revenues under subsection (5) and under paragraph
395| (b) subparagraph—3— to secure such revenue bonds and the board
396 may execute such agreenents between the board and the issuer of
397| any revenue bonds and providers of other financing arrangenents
398| wunder paragraph (7)(b) as the board deens necessary to evidence,
399 secure, preserve, and protect such pledge. |If reinbursenent

400| prem uns recei ved under subsection (5) or earnings on such

401| premuns are used to pay debt service on revenue bonds, such

402| premuns and earnings shall be used only after the use of the
403| noneys derived from assessnents under paragraph (b) subparagraph
404| 3. The funds, credit, property, or taxing power of the state or
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405| political subdivisions of the state shall not be pledged for the

406| paynment of such bonds. The board may al so enter into agreenents
407| wunder paragraph (c) {b) or paragraph (d) e} for the purpose of
408| 1issuing revenue bonds in the absence of a hurricane upon a

409| determ nation that such action would maxi m ze the ability of the
410| fund to neet future obligations.

411 2. The Legislature finds and declares that the i ssuance of
412| bonds under this subsection is for the public purpose of paying
413| the proceeds of the bonds to insurers, thereby enabling insurers
414| to pay the clains of policyholders to assure that policyhol ders
415| are able to pay the cost of construction, reconstruction,

416| repair, restoration, and other costs associated with danmage to
417| property of policyholders of covered policies after the

418| occurrence of a hurricane. Revenue bonds nay not be issued under
419| this subsection until validated under chapter 75. The validation
420| of at least the first obligations incurred pursuant to this

421| subsection shall be appealed to the Suprene Court, to be handl ed
422 on an expedited basis.

423 (b) Enmergency assessnents. - -

424 1.3— If the board determ nes that the anmount of revenue
425| produced under subsection (5) is insufficient to fund the

426| obligations, costs, and expenses of the fund and the

427| corporation, including repaynent of revenue bonds and that

428| portion of the debt service coverage not nmet by the

429| reinbursenent prem uns, the board shall direct the Ofice of

430 Insurance Regulation to levy, by order, an emergency assessnent

431 on direct premuns for all property and casualty |ines of

432| business in this state, including property and casualty business

433| of surplus lines insurers reqgul ated under part VIII of chapter
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434| 626, but not including any workers' conpensati on prem uns each

435| o I | busi . i .
436| Pursuant—to the enmergencyassessrept—each—such—insurer—shak-
437| pay-to-the corporation-by July -1 of each yearan-anpunt—set—by
438 ho I ' = i :

439 premum-forthe prior—year fromall-property-and casualty

440! busi . hi : I , on.

441| that—if the Governor has declared a state of epnprgency—under—s—
442 | 252 36duetothe occurrenceof acoveredevent—theanpunt—of
443 the-assesspentfor the contractyear ey -be increased-to-an

444 ampuht—not—exceeding4-percent—of—such premum Any-assessaent
445 j

446
447
448
449
450| repayrent—of revenue bonds for that contract year—the board
451 j j j
452
453

454| years—plus—an—additional—2 percent i the Governor—hasdeclared
455| a-state of energencyunder s 252 36 due to the occurrence of a
456 | covered-event.—Any-assessientauthority notused for the

457 | contract—year—ey—be used fora -subsequent—contract—year— As

458| wused in this subsection, the term"property and casualty

459| business” includes all Iines of business identified on Form 2,
460| Exhibit of Prem uns and Losses, in the annual statenent required
461| by s. 624.424 and any rul es adopted under such section, except

462 for those lines identified as accident and health i nsurance and

Page 16 of 27

CODING: Words stricken are deletions; words underlined are additions.



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1983 2004
463| except for policies witten under the National Flood |Insurance

464 Program The assessnent shall be specified as a percentage of

465| future premumcollections and is subject to annual adjustnents

466| by the board to reflect changes in prem uns subject to

467| assessments collected pursuant to this subparagraph in order to

468| neet debt obligations. The sane percentage shall apply to al

469| policies in lines of business subject to the assessnent issued

470 or renewed during the 12-nonth period begi nning on the effective

471 date of the assessnent.

472 2. At no tinme shall any prem um be subject to annua

473| assessnents under this paragraph in excess of 6 percent of

474 premumw th respect to obligations arising out of |osses

475| attributable to any one contract year and at no tine shall any

476| prem um be subject to aggregate annual assessnents under this

477| paragraph in excess of 10 percent of premium The annual

478| assessnents under this subparagraph shall continue as | ong as

479 the revenue bonds issued with respect to which the assessnent

480| was inposed are outstanding, including any bonds the proceeds of

481 which were used to refund the revenue bonds, unl ess adequate

482| provision has been nade for the paynent of such bonds pursuant

483| to the docunents authorizing i ssuance of the bonds.

484 3. Wth respect to each insurer collecting prem unms that

485| are subject to the assessnent, the insurer shall collect the

486| assessnent at the sane tinme as the insurer collects the prem um

487 paynment for each policy and shall remt the assessments

488| collected to the fund or corporation as provided in the order

489| issued by the Ofice of |Insurance Regul ation. The office shal

490| wverify the accurate and tinely collection and renittance of

491| energency assessnents and shall report such infornation to the
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492| board in a formand at a tine specified by the board. Each

493| insurer collecting assessnments shall provide such infornation

4941 with respect to premiuns and coll ections as may be required by

495| the office to enable the office to nonitor and verify conpliance

496| wth this paragraph.

497 4. Wth respect to assessnments of surplus |ines premumns,

498| each surplus lines agent shall collect the assessnent at the

499| sane tine as the agent collects the surplus lines tax required

500 by s. 626.932, and the surplus |lines agent shall rent the

501| assessnent to the Florida Surplus Lines Service Ofice created

502| by s. 626.921 at the sane tine as the agent remts the surplus

503| lines tax to the Florida Surplus Lines Service Ofice. The

504| energency assessnent on each insured procuring coverage and
505| filing under s. 626.938 shall be remitted by the insured to the
506 Florida Surplus Lines Service Ofice at the tine the insured

507| pays the surplus lines tax to the Florida Surplus Lines Service
508 Ofice. The Florida Surplus Lines Ofice shall remt the
509 collected assessnents to the fund or corporation as provided in

510| the order issued by the Ofice of |Insurance Regul ati on. The

511| Florida Surplus Lines Service Ofice shall verify the proper

512| application of such energency assessnents and shall assist the

513| board in ensuring the accurate and tinely collection and

514| remttance of assessnents as required by the board. The Fl orida

515| Surplus Lines Service Ofice shall annually cal cul ate the

516| aggregate witten prem umon property and casualty busi ness

517| other than workers' conpensation procured through surplus |ines

518| agents and insureds procuring coverage and filing under s.

519| 626.938 and shall report such infornmation to the board in a form

520| and at a tine specified by the board.
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521 5. Any assessnent authority not used for a particul ar

522| contract year nay be used for a subsequent contract year. |If,

523| for a subsequent contract year, the board determ nes that the

524| anmount of revenue produced under subsection (5) is insufficient

525 to fund the obligations, costs, and expenses of the fund and the

526| corporation, including repaynent of revenue bonds and that

527| portion of the debt service coverage not net by rei nbursenent

528| premuns, the board shall request the Ofice of Insurance

529| Regulation to | evy an energency assessnent up to an amount not

530| exceeding the anmount of unused assessnent authority froma

531| previous contract year or years, plus an additional 4 percent

532| provided the assessnents in the aggregate do not exceed the

533| limts specified in subparagraph 2.

534 6. The assessnents ot herw se payable to the corporation

535 pursuant to this paragraph shall be paid to the fund unl ess and

536| until the Ofice of Insurance Regul ation and the Fl orida Surpl us

537| Lines Service Ofice have received fromthe corporation and the

538 fund a notice, which shall be conclusive and upon which the

539| corporation and fund may rely without further inquiry, that the

540| corporation has issued bonds and the fund has no agreenents in

541| effect with | ocal governnents pursuant to paragraph (c). On or

542 after the date of such notice and until such date as the

543| corporation has no bonds outstanding, the fund shall have no

544 right, title, or interest in or to the assessnents, except as

545 provided in the fund's agreenents with the corporation.

546 7. Energency assessnents are not prem um and are not

547| subject to the premumtax, the surplus |lines tax, any fees, or

548| any conm ssions. An insurer is liable for all assessnents that

549| the insurer collects and nust treat the failure of an insured to
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550| pay an assessnment as a failure to pay premium An insurer is not
551| liable for uncollectable assessnents.

552 8. Wihen an insurer is required to return unearned prem um

553| the insurer shall also return any coll ected assessnents

554| attributable to the unearned premum A credit adjustnent to the

555| coll ected assessnents nay be nade by the insurer with regard to

556 future renmttances that are payable to the fund or corporation,

557| but the insurer shall not be entitled to a refund.

558 9. Wen a surplus lines insured or an i nsured who has

559 procured coverage and filed under s. 626.938 is entitled to the

560| return of unearned premum the Florida Surplus Lines Service

561| O fice shall provide a credit or refund to the agent or such

562| insured for the coll ected assessnments attri butable to the

563| unearned premumprior to renmtting the energency assessnents
564| collected to the fund or corporati on Fhe—anrndal—assesshents

565 i j
566
567
568
569
570
571
572
573
574
575
576
577
578
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579 ¥ £ = | . . i al

580 justification as to the adequacy of any rate at any tine. If the
581| rate filing reflects only a rate changeattributable to-the

582| assesshent—under—thi-s—paragraph—the filingmay consist—ofa

583 vy . na Tl I : bl

584 | the corporationpursuant—to-this subparagraph-shall-be paid

585| i i i
586
587
588
589
590| effectwith local governments pursuant to paragraph{b-—0ror
591 i i

592

593 . 4 ’ . . ’
594| providedin-the fund s agreenents—with the corporation.
595 (c)fb)> Revenue bond issuance through counties or

596| nmunicipalities.--

597 1. If the board elects to enter into agreenents with | ocal
598| governnents for the issuance of revenue bonds for the benefit of
599| the fund, the board shall enter into such contracts with one or
600| nore | ocal governnents, including agreenents providing for the
601| pledge of revenues, as are necessary to effect such issuance.
602| The governing body of a county or nmunicipality is authorized to
603| issue bonds as defined in s. 125.013 or s. 166.101 fromtine to
604| time to fund an assistance program in conjunction with the

605| Florida Hurricane Catastrophe Fund, for the purposes set forth
606| in this section or for the purpose of paying the costs of

607| construction, reconstruction, repair, restoration, and other
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608| costs associated with damage to properties of policyhol ders of

609| covered policies due to the occurrence of a hurricane by

610| assuring that policyholders located in this state are able to
611| recover clainms under property insurance policies after a covered
612| event.

613 2. In order to avoid needl ess and indiscrimnate

614| proliferation, duplication, and fragnentati on of such assistance
615| progranms, any |ocal governnment may provide for the paynent of
616| fund rei mbursenments, regardl ess of whether or not the | osses for
617| which reinbursement is nade occurred within or outside of the
618| territorial jurisdiction of the |ocal government.

619 3. The state hereby covenants with hol ders of bonds issued
620| wunder this paragraph that the state wll not repeal or abrogate
621| the power of the board to direct the Ofice of I|nsurance

622| Regulation to levy the assessnents and to collect the proceeds
623| of the revenues pledged to the paynent of such bonds as |ong as
624| any such bonds remai n outstandi ng unl ess adequate provision has
625| been nmade for the paynent of such bonds pursuant to the

626| docunments authorizing the issuance of such bonds.

627 4. There shall be no liability on the part of, and no

628| cause of action shall arise against any nenbers or enpl oyees of
629| the governing body of a |ocal governnent for any actions taken

630| by themin the performance of their duties under this paragraph.

631 (d)fe)> Florida Hurricane Catastrophe Fund Fi nance
632| Corporation. --
633 1. In addition to the findings and declarations in

634| subsection (1), the Legislature also finds and decl ares that:

635 a. The public benefits corporation created under this
636| paragraph will provide a nmechani sm necessary for the cost-
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637| effective and efficient issuance of bonds. This nechani smw ||

638| elimnate unnecessary costs in the bond i ssuance process,

639| thereby increasing the anounts avail able to pay rei nbursenent
640| for losses to property sustained as a result of hurricane

641| damage.

642 b. The purpose of such bonds is to fund rei nbursenents
643| through the Florida Hurricane Catastrophe Fund to pay for the
644| costs of construction, reconstruction, repair, restoration, and
645| other costs associated with danage to properties of

646| policyhol ders of covered policies due to the occurrence of a
647| hurricane.

648 c. The efficacy of the financing nechanismw | be

649| enhanced by the corporation's ownership of the assessnents, by
650| the insulation of the assessnents from possi bl e bankruptcy

651| proceedings, and by covenants of the state with the

652| corporation's bondhol ders.

653 2.a. There is created a public benefits corporation, which
654| is an instrunentality of the state, to be known as the Florida
655| Hurricane Catastrophe Fund Fi nance Corporation.

656 b. The corporation shall operate under a five-nenber board
657| of directors consisting of the Governor or a designee, the Chief
658| Financial Oficer or a designee, the Attorney CGeneral or a

659| designee, the director of the D vision of Bond Finance of the
660| State Board of Adm nistration, and the senior enployee of the
661| State Board of Adm nistration responsi ble for operations of the
662| Florida Hurricane Catastrophe Fund.

663 c. The corporation has all of the powers of corporations
664| under chapter 607 and under chapter 617, subject only to the

665| provisions of this subsection.
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666 d. The corporation may issue bonds and engage in such

667| other financial transactions as are necessary to provide

668| sufficient funds to achieve the purposes of this section.

669 e. The corporation may invest in any of the investnents
670| authorized under s. 215.47.
671 f. There shall be no liability on the part of, and no

672| cause of action shall arise against, any board nenbers or

673| enployees of the corporation for any actions taken by themin
674| the performance of their duties under this paragraph.

675 3.a. In actions under chapter 75 to validate any bonds
676| issued by the corporation, the notice required by s. 75.06 shal
677| be published only in Leon County and in two newspapers of

678| general circulation in the state, and the conpl aint and order of
679| the court shall be served only on the State Attorney of the

680| Second Judicial Crcuit.

681 b. The state hereby covenants with hol ders of bonds of the
682| corporation that the state will not repeal or abrogate the power
683| of the board to direct the Ofice of Insurance Regulation to
684| |evy the assessnents and to collect the proceeds of the revenues
685| pledged to the paynent of such bonds as | ong as any such bonds
686| renmmi n outstandi ng unl ess adequate provision has been nmade for
687| the paynent of such bonds pursuant to the docunents authorizing
688| the issuance of such bonds.

689 4. The bonds of the corporation are not a debt of the

690| state or of any political subdivision, and neither the state nor
691| any political subdivision is |iable on such bonds. The

692| corporation does not have the power to pledge the credit, the
693| revenues, or the taxing power of the state or of any political

694| subdivision. The credit, revenues, or taxing power of the state
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695| or of any political subdivision shall not be deemed to be

696| pledged to the paynent of any bonds of the corporation.

697 5.a. The property, revenues, and other assets of the

698| corporation; the transactions and operations of the corporation
699| and the incone from such transactions and operations; and al

700| bonds issued under this paragraph and interest on such bonds are
701| exenpt fromtaxation by the state and any political subdivision,
702| including the intangibles tax under chapter 199 and the incone
703| tax under chapter 220. This exenption does not apply to any tax
704| inposed by chapter 220 on interest, incone, or profits on debt
705| obligations owned by corporations other than the Florida

706| Hurricane Catastrophe Fund Fi nance Corporation.

707 b. Al bonds of the corporation shall be and constitute
708| legal investnments without limtation for all public bodies of
709| this state; for all banks, trust conpanies, savings banks,

710| savings associations, savings and | oan associ ati ons, and

711| investnent conpanies; for all adm nistrators, executors,

712| trustees, and other fiduciaries; for all insurance conpanies and
713| associations and other persons carrying on an insurance

714| business; and for all other persons who are now or nmay hereafter
715| be authorized to invest in bonds or other obligations of the

716| state and shall be and constitute eligible securities to be

717| deposited as collateral for the security of any state, county,
718| nunicipal, or other public funds. This sub-subparagraph shall be
719| considered as additional and suppl enental authority and shal

7201 not be Iimted without specific reference to this sub-

721| subparagraph.

722 6. The corporation and its corporate existence shal

723| continue until term nated by |aw, however, no such | aw shal
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724| take effect as long as the corporation has bonds outstanding

725| unl ess adequate provision has been made for the paynent of such
726| bonds pursuant to the docunents authorizing the issuance of such
727| bonds. Upon term nation of the existence of the corporation, al
728| of its rights and properties in excess of its obligations shal
729| pass to and be vested in the state.

730 (e)td) Protection of bondhol ders. - -

731 1. As long as the corporation has any bonds outstandi ng,
732| neither the fund nor the corporation shall have the authority to
733| file a voluntary petition under chapter 9 of the federal

734| Bankruptcy Code or such correspondi ng chapter or sections as nay
735| be in effect, fromtinme to tine, and neither any public officer
736| nor any organization, entity, or other person shall authorize
737| the fund or the corporation to be or becone a debtor under

738| chapter 9 of the federal Bankruptcy Code or such correspondi ng
739| chapter or sections as may be in effect, fromtinme to tine,

740| during any such peri od.

741 2. The state hereby covenants with hol ders of bonds of the
742| corporation that the state will not limt or alter the denial of
743| authority under this paragraph or the rights under this section
744| vested in the fund or the corporation to fulfill the terns of
745| any agreenents made with such bondhol ders or in any way inpair
746| the rights and renedi es of such bondhol ders as | ong as any such
747| bonds remai n outstandi ng unl ess adequate provi sion has been nade
748| for the paynent of such bonds pursuant to the docunents

749| authorizing the issuance of such bonds.

750 3. Notw thstandi ng any other provision of |aw, any pledge
751| of or other security interest in revenue, nobney, accounts,

752| contract rights, general intangibles, or other personal property
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753| nade or created by the fund or the corporation shall be valid,

754| binding, and perfected fromthe tinme such pledge is made or

755| other security interest attaches w thout any physical delivery
756| of the collateral or further act and the lien of any such pl edge
757| or other security interest shall be valid, binding, and

758| perfected against all parties having clains of any kind in tort,
759| contract, or otherw se against the fund or the corporation

760| irrespective of whether or not such parties have notice of such
761| claims. No instrunent by which such a pledge or security

762| interest is created nor any financing statenment need be recorded
763| or filed.

764 Section 3. Except as otherw se provided herein, this act

765| shall take effect upon becom ng a | aw.
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