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Fl ori da Senate - 2006 COWM TTEE ANMENDVENT
Bill No. PCS for SB 1980 (070118)
Bar code 625466

CHAMBER ACTI ON
Senat e House

Comm WD
04/ 05/ 2006 08:16 PM

The Conmittee on Banking and | nsurance (Garcia) recomended

the foll owi ng anendnent:

Senate Anendnent (with directory and title amendnents)

On page 16, between lines 17 and 18,

i nsert:

(16) TEMPORARY EMERGENCY ADDI TI ONAL COVERAGE OPTI ON. - -

(a) Findings and intent.--The Legislature finds that

many property insurers have been unable to procure reinsurance

for the 2006 hurricane season with an attachnent point bel ow

the insurers' respective Florida Hurricane Catastrophe Fund

attachment points, because of tenporary disruptions in the

mar ket for catastrophic reinsurance. It is the intent of the

Legislature to create a tenporary enmergency program

applicable only to the 2006 hurricane season, to address this

mar ket _di sruption and enable insurers, at their option, to

procure additional coverage fromthe Florida Hurricane

Catastrophe Fund. It is the further intent of the Leqgislature

to structure this programin a manner that requires insurers

to pay premiuns for this coverage which are conparable to the
1
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prem uns _the insurer would have paid for conparable

rei nsurance coverage but for the 2006 reinsurance narket

energency and also in a manner that mninizes subsidies from

t he general public.

(b) Applicability of other provisions of this

section.--All provisions of this section and the rul es adopted

under this section apply to the programcreated by this

subsection unless specifically superseded by this subsection.

(c) Additional definitions.--As used in this

subsection, the term

1. "TEACO option" neans the tenporary energency

addi ti onal coverage option created under this subsection.

2. "TEACO insurer" neans an insurer that has opted to

obtai n coverage under the TEACO option in addition to the

coverage provided to the insurer under its reinbursenent

contract.

3. "TEACO rei nbursenment pren und neans the prem um

charged by the fund for coverage provided under the TEACO

option.

4. "TEACO retention" neans the ampunt of | osses bel ow

which a TEACO insurer is not entitled to rei mbursenment from

the fund under the TEACO option. A TEACO insurer's retention

shall be calculated as foll ows:

a. The board shall calculate and report to each TEACO

insurer the TEACO retention nultiple. The TEACO retention

multiple shall be equal to $3 billion divided by the tota

esti mated TEACO rei nbursenent prem um_ The total estinated

TEACO rei nbursenent _prem um for purposes of the cal cul ation

under this sub-subparagraph shall be cal cul ated using the

assunption that all insurers have sel ected the TEACO option

and have sel ected the 90-percent coverage |evel.
2
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b. The TEACO retention multiple as determ ned under

sub- subparagraph a. shall be adjusted to reflect the coverage

| evel elected by the insurer. For insurers electing the

90-percent coverage level, the adjusted retention multiple is

100 percent of the ampunt determ ned under sub-subparagraph a.

For insurers electing the 75-percent coverage |evel, the

retention nultiple is 120 percent of the anmpunt determ ned

under sub-subparagraph a. For insurers electing the 45-percent

coverage level, the adjusted retention multiple is 200 percent

of the anpunt determ ned under sub-subparagraph a.

C. An insurer shall determne its provisional TEACO

retention by nultiplying its provisional TEACO rei nbursenent

prenmi um by the applicable adjusted TEACO retention nmultiple

and shall determne its actual TEACO retention by multiplying

its actual TEACO rei mbursenent premi um by the applicable

adj usted TEACO retention nultiple.

d. For TEACO insurers who experience nultiple covered

events causing |l oss during the contract vear beqgi nning June 1

2006, the insurer's full TEACO retention shall be applied to

each of the covered events causing the two | argest | osses for

that insurer. For each additional covered event resulting in

| osses, the insurer's retention shall be reduced to one-third

of the full retention as calcul ated under paragraph (2)(e).

The TEACO addendum shall provide for the reinbursenent of

| osses for each covered event based on the full TEACO

retention with adjustnments made to reflect the reduced

retentions after January 1 of the contract year if the insurer

reports its | osses as specified in the rei mbursement contract.

5. "TEACO addendum’ nmeans an addendum to the

rei nhursenent contract reflecting the obligations of the fund

and TEACO i nsurers under the programcreated by this
3
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subsecti on.

(d) TEACO addendum - -

1. The TEACO addendum shall provide for reinbursenent

of TEACO i nsurers for covered events occurring between June 1

2006, and May 31, 2007, in exchange for the TEACO

rei nhursenent premumpaid into the fund under paragraph (e).

Any insurer witing covered policies shall have the option of

choosing to accept the TEACO addendum

2. The TEACO addendum shall contain a prom se by the

board to rei nburse the TEACO i nsurer for 45 percent, 75

percent, or 90 percent of its |osses fromeach covered event

in excess of the insurer's TEACO retention, plus 5 percent of

the reinbursed | osses to cover | oss adjustnment expenses. The

percent age shall be the same as the coverage | evel selected by

the i nsurer under paragraph (4)(b).

3. The TEACO addendum shall provide that rei nbursenent

ampbunts may not be reduced by reinsurance paid or payable to

the insurer from other sources.

4. The TEACO addendum shall al so provide that the

obligation of the board with respect to all TEACO addenda may

not exceed an ampunt equal to two tines the difference between

t he aggregate retention | evel cal cul ated under paragraph

2)(e) and the $3 billion aggregate TEACO retention | eve

specified in sub-subparagraph (c)4.a.

5. The priorities, schedule, and nethod of

rei nhursenents under the TEACO addendum shall be the sane as

t hose provi ded under subsection (4).

6. A TEACO insurer's maxinumrei nbursenment under the

TEACO addendum for any one covered event shall be cal cul ated

by multiplying the insurer's share of the estinnted tota

TEACO rei nbursenent preni um as cal cul at ed under
4
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sub- subparagraph (c)4.a. by an anpunt equal to the difference

bet ween the aggregate retention |evel cal cul ated under

paragraph (2)(e) and the $3 billion aggregate TEACO retention

| evel specified in sub-subparagraph (c)4.a. A TEACO insurer's

maxi mum r ei mbur senment _under t he TEACO addendum for all covered

events shall be calculated by multiplying the insurer's share

of the estimated TEACO rei nbursenment prenium as cal cul at ed

under sub-subparagraph (c)4.a. by an anpunt equal to two tinmes

the difference between the aggregate retention |eve

cal cul at ed under paragraph (2)(e) and the $3 billion aqggregate

TEACO retention | evel specified in sub-subparagraph (c)4.a.

(e) TEACO rei nbursenent prem uns. - -

1. Each TEACO insurer shall pay to the fund, in the

manner_and at the tinme provided in the reinmbursement contract

for paynent of reinbursenent prem uns, a TEACO rei nbur senent

prem um cal cul ated as specified in this paragraph.

2. The TEACO rei nbursenment preni um shall be cal cul at ed

based on the assunption that, if all insurers entering into

rei nbursenent contracts under subsection (4) also accepted the

TEACO option, the aggregate TEACO rei nbursenent prem um woul d

be equal to 22.5 percent of the increase in clains-paying

capacity referred to in paragraph (f).

3. Consistent with the requirenents of subparagraph 2.

and in furtherance of the legislative intent that TEACO

insurers pay premiuns that are conparable to the prem uns the

i nsurer woul d have paid for conparabl e reinsurance coverage

but for the 2006 reinsurance market energency, the TEACO

rei nbursenent _prem um cal cul ati on shall include both the

annual i zed average | oss for the TEACO option and a risk | oad

i nt ended to nmake TEACO rei nmbursenment preniuns conparable to

prenmi uns _charged in the private-sector reinsurance narket for
5
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conpar abl e coverage for the 2004 and 2005 hurricane seasons.

4. Based on the provisions of subparagraphs 2. and 3.

t he board shall adopt a factor or factors that shall be

applied to a TEACO i nsurer's reinbursenent prem um under

subsection (5) in order to deternine the insurer's TEACO

rei nhursenent premum The factor or factors nust be approved

by unani nrous vote of the board.

(f) Effect on clains-paying capacity of the fund.--For

the contract year commencing June 1, 2006, only, the program

created by this subsection shall increase the clai nms-paying

capacity of the fund as provided in subparagraph (4)(c)1. by

an_anpunt equal to two tines the difference between the

aggregate retention | evel calcul ated under paragraph (2)(e)

and the $3 billion aggregate TEACO retention | evel specified

i n_sub-subpar agraph (c)4. a.

==== DI RECTORY CLAUSE AMENDMENT ====
And the directory clause is anended as fol |l ows:

On page 8, line 22, delete that line

and insert: anended, and subsection (16) is added to that

section, to read

—=============== T | T L E AMENDMENT ===============
And the title is anended as fol |l ows:

On page 1, line 12, after the first sem col on,

i nsert:
providing for a tenporary energency additiona
6
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coverage option;
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