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By Senator Al exander
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1 A Dbill to be entitled

2 An act relating to property insurance; anending

3 s. 215.555, F.S.; increasing the clains-paying

4 capacity of the Florida Hurricane Catastrophe

5 Fund; anending s. 627.351, F.S.; providing a

6 cap on deficits of the Citizens Property

7 I nsurance Corporation deficits which nay be

8 recovered through assessnents; providing

9 effective dates.

10

11| Be It Enacted by the Legislature of the State of Florida:

12

13 Section 1. Effective June 1, 2005, or upon becoming a
14| | aw, whichever occurs |ater, paragraph (c) of subsection (4)
15| of section 215.555, Florida Statutes, is anmended to read:

16 215.555 Florida Hurricane Catastrophe Fund.--

17 (4) REI MBURSEMENT CONTRACTS. - -

18 (c)l. The contract shall also provide that the

19| obligation of the board with respect to all contracts covering
20| a particular contract year shall not exceed the actua
21| cl ai nms- payi ng capacity of the fund up to a lint of $18%+5
22| billion for that contract year, adjusted based upon the
23| reported exposure fromthe prior contract year to reflect the
24| percentage growth in exposure to the fund for covered policies
25| since 2003, provided the dollar growth in the limt may not
26| increase in any year by an anpunt greater than the dollar
27| growth of the cash bal ance which occurred over the prior
28| cal endar year
29 2. In May before the start of the upcom ng contract
30| year and in Cctober during the contract year, the board shal
31| publish in the Florida Adm nistrative Wekly a statenment of
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1| the fund's estimated borrow ng capacity and the projected

2| bal ance of the fund as of Decenber 31. After the end of each
3| cal endar year, the board shall notify insurers of the

4| estimated borrowi ng capacity and the balance of the fund as of
5| Decenber 31 to provide insurers with data necessary to assi st
6| themin determining their retention and projected payout from
7| the fund for |oss reinbursenent purposes. In conjunction with
8| the devel opment of the premium forrmula, as provided for in

9| subsection (5), the board shall publish factors or multiples
10| that assist insurers in determining their retention and

11| projected payout for the next contract year. For al

12| regul atory and reinsurance purposes, an insurer may calcul ate
13| its projected payout fromthe fund as its share of the tota
14| fund premium for the current contract year multiplied by the
15| sum of the projected bal ance of the fund as of Decenber 31 and
16| the estinmated borrowi ng capacity for that contract year as

17| reported under this subparagraph.

18 Section 2. Paragraph (b) of subsection (6) of section
19| 627.351, Florida Statutes, is anended to read:

20 627.351 Insurance risk apportionnment plans.--

21 (6) CITIZENS PROPERTY | NSURANCE CORPORATI ON. - -

22 (b)1. Al insurers authorized to wite one or nore

23| subject lines of business in this state are subject to

24| assessnment by the corporation and, for the purposes of this
25| subsection, are referred to collectively as "assessabl e

26| insurers." Insurers witing one or nore subject l|ines of

27| business in this state pursuant to part VIII of chapter 626
28| are not assessable insurers, but insureds who procure one or
29| nore subject lines of business in this state pursuant to part
30| VIl of chapter 626 are subject to assessnent by the

31| corporation and are referred to collectively as "assessabl e
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i nsureds." An authorized insurer's assessnment liability shal
begin on the first day of the cal endar year follow ng the year
in which the insurer was issued a certificate of authority to
transact insurance for subject |lines of business in this state
and shall ternmnate 1 year after the end of the first cal endar
year during which the insurer no | onger holds a certificate of
authority to transact insurance for subject |ines of business
in this state.

2.a. Al revenues, assets, liabilities, |osses, and
expenses of the corporation shall be divided into three
separate accounts as foll ows:

(1) A personal l|lines account for personal residentia
policies issued by the corporation or issued by the
Resi dential Property and Casualty Joint Underwiting
Associ ati on and renewed by the corporation that provide
conprehensive, nultiperil coverage on risks that are not
| ocated in areas eligible for coverage in the Florida
W ndstorm Underwriting Association as those areas were defined
on January 1, 2002, and for such policies that do not provide
coverage for the peril of wind on risks that are located in
such areas;

(I')y A comercial lines account for comrercia
residential policies issued by the corporation or issued by
the Residential Property and Casualty Joint Underwriting
Associ ati on and renewed by the corporation that provide
coverage for basic property perils on risks that are not
| ocated in areas eligible for coverage in the Florida
W ndstorm Underwriting Association as those areas were defined
on January 1, 2002, and for such policies that do not provide
coverage for the peril of wind on risks that are located in
such areas; and
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(I'r1) A high-risk account for personal residentia
policies and conmercial residential and conmercia
nonresi dential property policies issued by the corporation or
transferred to the corporation that provide coverage for the
peril of wind on risks that are located in areas eligible for
coverage in the Florida Wndstorm Underwiting Association as
those areas were defined on January 1, 2002. The high-risk
account rnust al so include quota share primary insurance under
subpar agraph (c)2. The area eligible for coverage under the
hi gh-ri sk account also includes the area within Port
Canaveral , which is bordered on the south by the City of Cape
Canaveral , bordered on the west by the Banana River, and
bordered on the north by Federal Governnment property. The
office may renove territory fromthe area eligible for
wi nd-only and quota share coverage if, after a public hearing,
the office finds that authorized insurers in the voluntary
market are willing and able to wite sufficient anpbunts of
personal and conmercial residential coverage for all perils in
the territory, including coverage for the peril of w nd, such
that risks covered by wind-only policies in the renoved
territory could be issued a policy by the corporation in
either the personal |ines or comercial |ines account without
a significant increase in the corporation's probable maxi num
l oss in such account. Renoval of territory fromthe area
eligible for wind-only or quota share coverage does not alter
t he assignnent of wind coverage witten in such areas to the
hi gh-ri sk account.

b. The three separate accounts nust be nmintained as
I ong as financing obligations entered into by the Florida
W ndstorm Underwriting Association or Residential Property and
Casualty Joint Underwiting Association are outstanding, in
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1| accordance with the terms of the correspondi ng financing

2| docunents. When the financing obligations are no |onger

3| outstanding, in accordance with the terns of the corresponding
4| financi ng docunents, the corporation may use a single account
5| for all revenues, assets, liabilities, |osses, and expenses of
6| the corporation.

7 c. Creditors of the Residential Property and Casualty
8| Joint Underwiting Association shall have a claimagainst, and
9| recourse to, the accounts referred to in sub-sub-subparagraphs
10| a.(l) and (I1) and shall have no cl ai m agai nst, or recourse

11| to, the account referred to in sub-sub-subparagraph a.(I111).
12| Creditors of the Florida Wndstorm Underwiting Association

13| shall have a claimagainst, and recourse to, the account

14| referred to in sub-sub-subparagraph a.(l1l1) and shall have no
15| cl ai m agai nst, or recourse to, the accounts referred to in

16| sub-sub-subparagraphs a. (1) and (I1).

17 d. Revenues, assets, liabilities, |osses, and expenses
18| not attributable to particular accounts shall be prorated

19| anpbng the accounts.

20 e. The Legislature finds that the revenues of the

21| corporation are revenues that are necessary to neet the

22| requirenments set forth in docunents authorizing the issuance
23| of bonds under this subsection.

24 f. No part of the income of the corporation may inure
25| to the benefit of any private person.

26 3. Wth respect to a deficit in an account:

27 a. Wien the deficit incurred in a particul ar cal endar
28| year is not greater than 10 percent of the aggregate statew de
29| direct witten premiumfor the subject |lines of business for
30| the prior calendar year, the entire deficit shall be recovered
31
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t hrough regul ar assessnents of assessable insurers under
par agraph (g) and assessabl e insureds.

b. When the deficit incurred in a particular cal endar
year exceeds 10 percent of the aggregate statew de direct
written prem um for the subject |lines of business for the
prior cal endar year, the corporation shall |evy regular
assessnments on assessabl e insurers under paragraph (g) and on
assessabl e insureds in an amount equal to the greater of 10
percent of the deficit or 10 percent of the aggregate
statewide direct witten premiumfor the subject lines of
busi ness for the prior cal endar year. Any renmining deficit
shall be recovered through emergency assessnents under
sub- subpar agraph d.

c. Each assessable insurer's share of the ampunt being
assessed under sub-subparagraph a. or sub-subparagraph b
shall be in the proportion that the assessable insurer's
direct witten premiumfor the subject |lines of business for
the year preceding the assessnent bears to the aggregate
statewide direct witten premiumfor the subject |lines of
busi ness for that year. The assessnent percentage applicable
to each assessable insured is the ratio of the anmpunt being
assessed under sub-subparagraph a. or sub-subparagraph b. to
the aggregate statewide direct witten prem um for the subject
lines of business for the prior year. Assessnents |evied by
the corporation on assessabl e i nsurers under sub-subparagraphs
a. and b. shall be paid as required by the corporation's plan
of operation and paragraph (g). Assessnments |evied by the
corporation on assessabl e insureds under sub-subparagraphs a.
and b. shall be collected by the surplus |ines agent at the
time the surplus lines agent collects the surplus lines tax
required by s. 626.932 and shall be paid to the Florida
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Surplus Lines Service Ofice at the time the surplus lines
agent pays the surplus lines tax to the Florida Surplus Lines
Service O fice. Upon receipt of regular assessnments from
surplus |lines agents, the Florida Surplus Lines Service Ofice
shall transfer the assessnments directly to the corporation as
deternmi ned by the corporation.

d. Upon a determ nation by the board of governors that
a deficit in an account exceeds the anmount that will be
recovered through regul ar assessnents under sub-subparagraph
a. or sub-subparagraph b., the board shall |evy, after
verification by the office, energency assessnents, for as nany
years as necessary to cover the deficits, to be collected by
assessabl e insurers and the corporation and collected from
assessabl e i nsureds upon issuance or renewal of policies for
subj ect |ines of business, excluding National Flood |Insurance
policies. The anpunt of the enmergency assessnent collected in
a particular year shall be a uniform percentage of that year's
direct witten prem um for subject |lines of business and al
accounts of the corporation, excluding National Flood
I nsurance Program policy prem uns, as annually deterni ned by
the board and verified by the office. The office shall verify
the arithnetic calculations involved in the board's
deternmination within 30 days after receipt of the infornmation
on which the determ nati on was based. Notwi t hstandi ng any
ot her provision of law, the corporation and each assessabl e
insurer that wites subject |lines of business shall collect
energency assessnents fromits policyholders w thout such
obligation being affected by any credit, limtation,
exenption, or deferment. Energency assessnents |evied by the
corporation on assessabl e insureds shall be collected by the
surplus |lines agent at the tine the surplus |ines agent
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collects the surplus lines tax required by s. 626.932 and
shall be paid to the Florida Surplus Lines Service Ofice at
the tinme the surplus |lines agent pays the surplus lines tax to
the Florida Surplus Lines Service Ofice. The emergency
assessnments so collected shall be transferred directly to the
corporation on a periodic basis as determ ned by the
corporation and shall be held by the corporation solely in the
appl i cabl e account. The aggregate amount of energency
assessnents levied for an account under this sub-subparagraph
in any cal endar year nmy not exceed the greater of 10 percent
of the amount needed to cover the original deficit, plus
interest, fees, commissions, required reserves, and other
costs associated with financing of the original deficit, or 10
percent of the aggregate statewi de direct witten prem um for
subj ect |lines of business and for all accounts of the
corporation for the prior year, plus interest, fees,

conmi ssions, required reserves, and other costs associ ated
with financing the original deficit.

e. The corporation may pledge the proceeds of
assessnents, projected recoveries fromthe Florida Hurricane
Cat ast rophe Fund, other insurance and reinsurance
recoverabl es, market equalization surcharges and ot her
surcharges, and other funds available to the corporation as
t he source of revenue for and to secure bonds issued under
par agraph (g), bonds or other indebtedness issued under
subpar agraph (c)3., or lines of credit or other financing
mechani sns i ssued or created under this subsection, or to
retire any other debt incurred as a result of deficits or
events giving rise to deficits, or in any other way that the
board determines will efficiently recover such deficits. The
purpose of the lines of credit or other financing nmechani sns
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is to provide additional resources to assist the corporation
in covering clainms and expenses attributable to a catastrophe.
As used in this subsection, the term"assessnments" includes
regul ar assessnents under sub-subparagraph a.

sub- subpar agraph b., or subparagraph (g)1. and emnergency
assessnment s under sub-subparagraph d. Emergency assessnents
col | ected under sub-subparagraph d. are not part of an
insurer's rates, are not premium and are not subject to

premi umtax, fees, or comr ssions; however, failure to pay the
energency assessnent shall be treated as failure to pay

premi um The energency assessnments under sub-subparagraph d.
shall continue as |ong as any bonds issued or other

i ndebt edness incurred with respect to a deficit for which the
assessnment was inposed remmi n outstandi ng, unless adequate
provi si on has been nade for the paynent of such bonds or other
i ndebt edness pursuant to the docunments governing such bonds or
ot her i ndebtedness.

f. As used in this subsection, the term "subject |ines
of business" neans insurance witten by assessable insurers or
procured by assessable insureds on real or personal property,
as defined in s. 624.604, including insurance for fire,

i ndustrial fire, allied lines, farnowners nultiperil
homeowners nul tiperil, conmercial nmultiperil, and nobile
homes, and including liability coverage on all such insurance,
but excluding inland nmarine as defined in s. 624.607(3) and
excl udi ng vehicle insurance as defined in s. 624.605(1) other
than i nsurance on nobil e hones used as permanent dwel |l i ngs.

g. The Florida Surplus Lines Service Ofice shal
deternmine annually the aggregate statewide witten prem umin
subj ect |ines of business procured by assessabl e insureds and
shall report that information to the corporation in a form and
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at atine the corporation specifies to ensure that the
corporation can neet the requirenments of this subsection and
the corporation's financing obligations.

h. The Florida Surplus Lines Service Ofice shal
verify the proper application by surplus |lines agents of
assessment percentages for regul ar assessnents and emergency
assessnents | evied under this subparagraph on assessable
i nsureds and shall assist the corporation in ensuring the
accurate, tinmely collection and paynment of assessnents by
surplus |lines agents as required by the corporation.

i. The other provisions of this paradgraph

notw t hst andi ng, the maxi mum ampunt of deficits in al

accounts conbined, attributable to |osses froma single

cal endar _year, which may be recovered directly or indirectly

through any form of reqular or energency assessnent under this

par adraph may not exceed $8 billion

Section 3. Except as otherw se expressly provided in

this act, this act shall take effect upon becomng a | aw.

R I R R R O S S R

SENATE SUMVARY

I ncreases the capacity of the Florida Hurricane

Cat astrophe Fund from $15 billion to $18 billion. Limts
t he maxi mum anmount of annual deficits of the Citizens
Property I nsurance Corporation which my be recovered

t hrough assessnents to $8 billion.

10

CODI NG Words st+r+eken are del etions; words underlined are additions.




