Florida Senate - 2003 CS for SB 2556

By the Committee on Banking and | nsurance; and Senator Posey

311-2184-03

1 A bill to be entitled

2 An act relating to the Florida Hurricane

3 Cat astrophe Fund; anending s. 215.555, F.S.

4 revising the definition of "covered policy";

5 conforming provisions to the creation of the

6 Citizens Property |Insurance Corporation

7 providing definitions; authorizing the State

8 Board of Administration to adopt rules to

9 specify interest on past due renittances;

10 i ncreasi ng the aggregate exposure of insurers
11 who may be exenpt by rule; revising the naxi num
12 anmount for which the board is obligated to

13 rei mburse insurers for a contract year

14 authorizing the Ofice of Insurance Regul ation
15 rat her than the Departnent of |nsurance, to

16 take certain actions relative to the fund;

17 providi ng that energency assessnents are to be
18 | evi ed agai nst insureds procuring certain types
19 of insurance fromsurplus |ines insurers;
20 i ncreasi ng the nmaxi num assessnent that nay be
21 | evi ed agai nst assessabl e insurers and
22 assessabl e insured; requiring that energency
23 assessments on assessable insureds be renitted
24 to the Florida Surplus Lines Service Ofice;
25 speci fying that energency assessnents are not
26 prem uns subject to taxes, fees, or
27 conmmi ssions; providing that reinsurance
28 procured by the board nust be fromreinsurers
29 acceptable to the Ofice of Insurance
30 Regul ation; clarifying the fiscal year used to
31 determ ne investnent incone for purposes of
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cal cul ati ng the nmaxi num anount that may be
appropriated by the Legislature for mtigation

pur poses; providing an effective date.
Be It Enacted by the Legislature of the State of Florida:

Section 1. Paragraphs (c) and (k) of subsection (2) of
section 215.555, Florida Statutes, are anmended, paragraphs (n)
and (o) are added to that subsection, subsection (3),
paragraphs (c) and (d) of subsection (4), subsection (6), and
paragraphs (a) and (c) of subsection (7) of that section are
amended, to read:

215.555 Florida Hurricane Catastrophe Fund. --

(2) DEFINITIONS.--As used in this section

(c) "Covered policy" neans any insurance policy
covering residential property in this state, including, but
not linmted to, any honeowner's, nobile hone owner's, farm
owner's, condom ni um associ ati on, condom ni um unit owner's,
tenant's, or apartnent building policy, or any other policy
covering a residential structure or its contents issued by any
aut hori zed insurer, including the Citizens Property |nsurance

Cor poration and any joint underwiting association or simlar

entity created pursuant to |law. The term "covered policy"
i ncludes any collateral protection insurance policy covering
personal residences which protects both the borrower's and the
| ender's financial interests, in an anpunt 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
i ncl ude policies covering the peril of wind renoved fromthe
Citizens Property |Insurance Corporation the—+toritda
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- - —by an aut horized insurer under the terms and
condi ti ons of an executed assunption agreenment between the

aut hori zed insurer and the Citizens Property |nsurance

Cor por ati on eirther—steh—assoectation. Each assunption agreenent

between the Citizens Property |nsurance Corporation erther

assoctat+on and such aut horized insurer nust be approved by
the Ofice of Insurance Regul ation of the Financial Services

Conmi ssi on Hor+da—bepartrent—of—tnsurance prior to the

effective date of the assunption, and such office the

Pepartrent—of—tnsurance nust provide witten notification to

the board within 15 worki ng days after such approval. "Covered

policy" does not include any policy that excludes w nd
coverage or hurricane coverage or any reinsurance agreenent
and does not include any policy otherwise neeting this
definition which is issued by a surplus lines insurer or a
reinsurer. Policies that, based on sound actuarial principles,

require individual ratenmaking may be excluded by type or

category as covered policies by rule if the actuari al

soundness of the fund is not jeopardi zed.

(k) "Pledged revenues" neans all or any portion of
revenues to be derived fromrei nbursenent prem uns under
subsection (5) or from assessnents under paragraph (6)(b)

stbparagraph—(6)(a)r3—, as determ ned by the board.

(n) "Citizens Property |nsurance Corporation" neans

the entity created pursuant to s. 627.351(6) and includes both

the high-risk account, fornerly the Florida Wndstorm

Underwriting Association, and the personal |ines and

3

CODING:Words st+ieken are deletions; words underlined are additions.




g{gr;?g ?egate - 2003 CS for SB 2556
1| comercial lines account, fornerly the Residential Property
2| and Casualty Joint Underwiting Association
3 (o) "Corporation" neans the Florida Hurricane
4 | Cat astrophe Fund Fi nance Corporation created in paragraph
51(6) (d).
6 (3) FLORI DA HURRI CANE CATASTROPHE FUND CREATED. - - Ther e
7]|is created the Florida Hurricane Catastrophe Fund to be
8 | adm nistered by the State Board of Admi nistration. Mneys in
9| the fund may not be expended, | oaned, or appropriated except
10| to pay obligations of the fund arising out of reinbursenent
11| contracts entered into under subsection (4), paynent of debt
12 | service on revenue bonds issued under subsection (6), costs of
13| the nitigation program under subsection (7), costs of
14 | procuring reinsurance, and costs of administration of the
15| fund. The board shall invest the noneys in the fund pursuant
16 | to ss. 215.44-215.52. Except as otherwise provided in this
17 | section, earnings fromall investnents shall be retained in
18 | the fund. The board may enploy or contract with such staff and
19 | professionals as the board deens necessary for the
20 | adnministration of the fund. The board may adopt such rul es as
21 | are reasonable and necessary to inplenent this section and may
22 | specify interest due on any delinquent renittances. Such rules
23 | must conformto the Legislature's specific intent in
24 | establishing the fund as expressed in subsection (1), nust
25 | enhance the fund's potential ability to respond to clains for
26 | covered events, nust contain general provisions so that the
27 | rul es can be applied with reasonable flexibility so as to
28 | accommodat e insurers in situations of an unusual nature or
29 | where undue hardship may result, except that such flexibility
30| may not in any way inpair, override, supersede, or constrain
31| the public purpose of the fund, and nust be consistent with
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1| sound insurance practices. The board may, by rule, provide for
2| the exemption from subsections (4) and (5) of insurers witing
3| covered policies with less than$3 nillion$5066,000 in

4 | aggregate exposure for covered policies, which exposure
5]results in a de mnins reinbursenment premum if the

6 | exenption does not affect the actuarial soundness of the fund.
7 (4) REI MBURSEMENT CONTRACTS. - -

8 (c)1. The contract shall also provide that the

9| obligation of the board with respect to all contracts covering
10| a particular contract year shall not exceed the actua

11 | cl ai nms- payi ng capacity of the fund up to a limt of $11

12 | billion for that contract year, adjusted based on the reported
13 | exposure fromthe prior contract year to reflect the

14 | percentage growth in exposure to the fund for covered policies
15 | since 2002 untess—theboard—determnes—that—there—is

23 | bitHoen—

24 2. The contract shall require the board to annually
25| notify insurers of the fund's estimted borrowi ng capacity for
26 | the next contract year, the projected year-end bal ance of the
27 | fund, and the insurer's estimted share of total reinbursenent
28 | premiumto be paid to the fund. For all regulatory and

29 | rei nsurance purposes, an insurer nmay calculate its projected
30 | payout fromthe fund as its share of the total fund prem um
31| for the current contract year nultiplied by the sumof the

5
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proj ected year-end fund bal ance and the estinmated borrow ng
capacity for that contract year as reported under this
paragraph. In May and Cctober of each year, the board shal
publish in the Florida Adnministrative Wekly a statenent of
the fund's estinmated borrow ng capacity and the projected
year -end bal ance of the fund for the current contract year

(d)1. For purposes of determining potential liability
and to aid in the sound adm nistration of the fund, the
contract shall require each insurer to report such insurer's
| osses from each covered event on an interimbasis, as
directed by the board. The contract shall require the insurer
to report to the board no | ater than Decenber 31 of each year
and quarterly thereafter, its reinbursable | osses from covered
events for the year. The contract shall require the board to
determ ne and pay, as soon as practicable after receiving
these reports of reinbursable |osses, the initial anpunt of
rei mbursenent due and adjustrments to this anobunt based on
|ater loss informati on. The adjustnents to rei nbursenent
anmounts shall require the board to pay, or the insurer to
return, anmounts reflecting the nost recent cal cul ati on of
| osses.

2. In determning reinbursenents pursuant to this
subsection, the contract shall provide that the board shall

a. First reinmburse insurers witing covered poli cies,
which insurers are in full conpliance with this section and
have petitioned the Ofice of |nsurance Regul ati on Bepartrent
of—tnsurance and qualified as linmted apporti onnment conpani es
under s. 627.351(2)(b)3. The anobunt of such rei nbursenent
shall be the | esser of $10 mllion or an amount equal to 10

times the insurer's reinbursenent premiumfor the current
year. The amount of reinbursenent paid under this
6
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1 | sub-subparagraph may not exceed the full anount of

2 | reimbursenent pronised in the reinbursement contract. This

3 | sub-subpar agraph does not apply with respect to any contract
4 | year in which the year-end projected cash bal ance of the fund,
5| exclusive of any bondi ng capacity of the fund, exceeds $2

6| billion. Only one nenber of any insurer group nay receive

7 | rei nbursenent under this sub-subparagraph

8 b. Next pay to each insurer such insurer's projected
9 | payout, which is the anount of reinbursenent it is owed, up to
10 | an anount equal to the insurer's share of the actual prem um
11| paid for that contract year, nultiplied by the actua

12 | cl ai ns- payi ng capacity available for that contract year

13 | provided, entities created pursuant to s. 627.351 shall be

14 | further reinbursed in accordance with sub-subparagraph c.

15 c. Thereafter, establish, based on reinbursable

16 | | osses, the prorated reinbursenent |evel at the highest |evel
17 | for which any remaining fund bal ance or bond proceeds are

18 | sufficient to reinburse entities created pursuant to s.

19 | 627. 351 for | osses exceeding the anounts payabl e pursuant to
20 | sub-subparagraph b. for the current contract year

21 (6) REVENUE BONDS. - -

22 (a) General provisions.--

23 1. Upon the occurrence of a hurricane and a

24 | determination that the noneys in the fund are or will be

25| insufficient to pay reinbursenent at the levels promised in
26 | the reinbursenent contracts, the board nay take the necessary
27 | steps under paragraph—{b)—or paragraph (c) or paragraph (d)
28 | for the issuance of revenue bonds for the benefit of the fund.
29 | The proceeds of such revenue bonds nmay be used to nake

30 | rei nbursenent paynents under rei nbursement contracts; to

31| refinance or replace previously existing borrow ngs or

7
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1| financial arrangenents; to pay interest on bonds; to fund

2 | reserves for the bonds; to pay expenses incident to the

3 | issuance or sale of any bond issued under this section

4 ] including costs of validating, printing, and delivering the

5| bonds, costs of printing the official statement, costs of

6 | publishing notices of sale of the bonds, and rel ated

7 | adm ni strative expenses; or for such other purposes related to
8 | the financial obligations of the fund as the board may

9| determne. The termof the bonds may not exceed 30 years. The
10 | board nmay pl edge or authorize the corporation to pledge all or
11| a portion of all revenues under subsection (5) and under

12 | paragraph (b)stubparagraph—3-to secure such revenue bonds and
13 | the board nmay execute such agreenents between the board and
14 | the issuer of any revenue bonds and provi ders of other

15| financi ng arrangenents under paragraph (7)(b) as the board

16 | deens necessary to evidence, secure, preserve, and protect

17 | such pledge. If reinbursenent prem uns recei ved under

18 | subsection (5) or earnings on such premuns are used to pay
19 | debt service on revenue bonds, such prem uns and earni ngs

20| shall be used only after the use of the noneys derived from
21 | assessnents under paragraph (b)subparagraph—3. The funds,

22 | credit, property, or taxing power of the state or politica

23 | subdivisions of the state shall not be pledged for the paynent
24 | of such bonds. The board nmay al so enter into agreenents under
25 | paragraph—{(b)—o+ paragraph (c) or paragraph (d)for the

26 | purpose of issuing revenue bonds in the absence of a hurricane
27 | upon a deternination that such action would naxinm ze the

28 | ability of the fund to neet future obligations.

29 2. The Legislature finds and declares that the

30 | i ssuance of bonds under this subsection is for the public

31 | purpose of paying the proceeds of the bonds to insurers,
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1| thereby enabling insurers to pay the clains of policyholders
2| to assure that policyholders are able to pay the cost of

3| construction, reconstruction, repair, restoration, and other
4| costs associated with damage to property of policyhol ders of
5| covered policies after the occurrence of a hurricane. Revenue
6 | bonds may not be issued under this subsection until validated
7 | under chapter 75. The validation of at |east the first

8| obligations incurred pursuant to this subsection shall be

9 | appeal ed to the Suprene Court, to be handled on an expedited
10 | basi s.

11 (b) 3~ Energency Assessnents.--If the board deternines
12 | that the anpbunt of revenue produced under subsection (5) is
13| insufficient to fund the obligations, costs, and expenses of
14 | the fund and the corporation, including repaynent of revenue
15 | bonds, the board shall direct the Ofice of |nsurance

16 | Regul ati on Pepartrent—of—tnsurance to | evy an energency

17 | assessnent on each insurer witing property and casualty

18 | business in this state, referred to in this section as an

19 |"assessabl e insurer” and on those insureds procuring one or
20| nore lines of property and casualty business in this state
21 | pursuant to part VIII of chapter 626, referred to in this
22 | section as an "assessable insured."
23 1. Pursuant to the energency assessnment, each such
24 | assessabl e insurer shall pay to the corporation by July 1 of
25| each year an anount set by the board not exceeding 3 2 percent
26 | of its gross direct witten premumfor the prior year from
27 | all property and casualty business in this state except for
28 | workers' conpensation, except that, if the Governor has
29 | declared a state of energency under s. 252.36 due to the
30 | occurrence of a covered event, the anmpbunt of the assessnent
31
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for the contract year nmay be increased to an amount not
exceeding 5 4 percent of such prem um

2.a. Pursuant to the energency assessnent, each

assessabl e i nsured shall pay an anpbunt set by the board not

exceeding 3 percent of the gross witten prenm um each year for

all property and casualty busi ness procured in this state,

except for workers' conpensation. However, if the Governor has

declared a state of energency under s. 252.36 due to the

occurrence of a covered event, the anount of the assessnent

for the contract year nay be increased to an ampunt not

exceeding 5 percent of such prem um

b. The energency assessnment on each assessabl e insured

shall be collected by the surplus lines agent at the tine the

agent collects the surplus lines tax required by s. 626.932

and shall be remitted to the Florida Surplus Lines Service

Ofice, created pursuant to s. 626.921, at the tine the

surplus lines agent pays the surplus lines tax to the Florida

Surplus Lines Service Ofice. The energency assessnent on each

assessabl e i nsured procuring coverage and filing under s.

626. 938 shall be remitted to the Florida Surplus Lines Service

Ofice, at the tinme the insured pays the surplus lines tax to

the Florida Surplus Lines Service Ofice. The energency

assessnents shall be transferred to the corporation or to the

fund pursuant to subparagraph 5. on a periodic basis as

determ ned by the board. The Florida Surplus Lines Service

O fice shall verify the proper application by surplus |lines

agents of the energency assessnents and shall assist the board

in ensuring the accurate, tinely collection and paynment of

assessnents by surplus lines agents as required by the board.

The Florida Surplus Lines Service Ofice shall determne

annually the aggregate witten prem umon property and
10
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casual ty busi ness, except workers conpensation, procured by

assessabl e i nsureds and shall report that infornation to the

board in a formand at a tine specified by it to ensure that

the fund and the corporation can neet their financing

obl i gati ons.

3. Any assessnent authority not used for the contract
year may be used for a subsequent contract year. If, for a
subsequent contract year, the board deternines that the anopunt
of revenue produced under subsection (5) is insufficient to
fund the obligations, costs, and expenses of the fund and the
corporation, including repaynent of revenue bonds for that
contract year, the board shall direct the Ofice of |nsurance

Regul ati on PBepartrent—ef—tnsurance to | evy an energency

assessnent up to an anount not exceedi ng the amount of unused

assessnent authority froma previous contract year or years,
plus an additional 3 2 percent if the Governor has declared a
state of emergency under s. 252.36 due to the occurrence of a
covered event. Any assessnent authority not used for the
contract year nmay be used for a subsequent contract year. As
used in this subsection, the term"property and casualty

busi ness" includes all |ines of business identified on Form 2,
Exhi bit of Prem uns and Losses, in the annual statenent
required of authorized insurers by s. 624.424 and any rul es

adopt ed under such section, except for those lines identified
as accident and health insurance. The annual assessnents under
t hi s subparagraph shall continue as |ong as the revenue bonds
i ssued with respect to which the assessnent was inposed are
out st andi ng, unl ess adequate provi sion has been nmade for the
payment of such bonds pursuant to the docunents authori zing

i ssuance of the bonds. An assessable insurer or assessable

insured shall not at any tinme be subject to aggregate annua
11
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assessnents under this subparagraph of nore than 3 2 percent
of premium except that in the case of a declared energency,

an assessabl e insurer or assessable insured shall not at any

time be subject to aggregate annual assessnents under this
subpar agraph of nore than 8 & percent of prem um provided, no
nore than 5 4 percent may be assessed for obligations arising

due to |l osses in any one contract year

4. Any rate filing or portion of a rate filing
reflecting a rate change attributable entirely to the
assessnent | evied under this paragraph subparagraph shall be
deened approved when nmade, subject to the authority of the

O fice of Insurance Regul ati on Pepartrent—of—tnsuranece to

require actuarial justification as to the adequacy of any rate

at any tine. |If the rate filing reflects only a rate change
attributable to the assessnent under this paragraph, the
filing may consist of a certification so stating.

5. The assessnents otherw se payable to the
corporation pursuant to this paragraph subparagraph shall be
paid instead to the fund unless and until the Ofice of
| nsurance Regul ation and the Florida Surplus Lines Service

O fice have Pepartrent—of—tnsurance—+has received fromthe

corporation and the fund a notice, which shall be concl usive

and upon whi ch they thebepartrent—oef—tnsurance may rely

wi thout further inquiry, that the corporation has issued bonds

and the fund has no agreenents in effect with |oca

governnments pursuant to paragraph (c)paragraph—(b)}. On or
after the date of such notice and until such date as the

corporation has no bonds outstanding, the fund shall have no
right, title, or interest in or to the assessnents, except as
provided in the fund's agreenents with the corporation

12
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6. Energency assessnents are not prem um and are not

subject to premiumtax or surplus lines tax, fees, or

conm ssi ons; however, the failure by an assessable insured to

pay an energency assessnent shall be treated as a failure to

pay prem um

(c) tb)y Revenue bond issuance through counties or

nmuni ci palities.--
1. If the board elects to enter into agreenents with
| ocal governnents for the issuance of revenue bonds for the
benefit of the fund, the board shall enter into such contracts
with one or nore |ocal governnents, including agreenents
providing for the pledge of revenues, as are necessary to
ef fect such issuance. The governing body of a county or
municipality is authorized to issue bonds as defined in s.
125.013 or s. 166.101 fromtime to tinme to fund an assi stance
program in conjunction with the Florida Hurricane Catastrophe
Fund, for the purposes set forth in this section or for the
pur pose of paying the costs of construction, reconstruction
repair, restoration, and other costs associated with damage to
properties of policyholders of covered policies due to the
occurrence of a hurricane by assuring that policyhol ders
located in this state are able to recover clains under
property insurance policies after a covered event.
2. In order to avoid needless and indiscrininate

proliferation, duplication, and fragnentati on of such
assi stance prograns, any |local governnent may provide for the
payrment of fund rei nbursenents, regardl ess of whether or not
the | osses for which rei nbursenent is nade occurred within or
outside of the territorial jurisdiction of the |ocal
gover nnment .

13
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3. The state hereby covenants with hol ders of bonds
i ssued under this paragraph that the state will not repeal or

abrogate the power of the board to direct the Ofice of

| nsurance Regul ati on Pepartwent—ef—tnsurance to | evy the

assessnents and to collect the proceeds of the revenues

pl edged to the paynent of such bonds as |ong as any such bonds
remai n outstandi ng unl ess adequate provision has been nade for
t he paynent of such bonds pursuant to the docunents

aut hori zi ng the issuance of such bonds.

4. There shall be no liability on the part of, and no
cause of action shall arise against any nenbers or enpl oyees
of the governing body of a |ocal governnent for any actions
taken by themin the performance of their duties under this
par agr aph.

(d)fe)y Florida Hurricane Catastrophe Fund Fi nance
Cor porati on. - -

1. In addition to the findings and declarations in
subsection (1), the Legislature also finds and declares that:

a. The public benefits corporation created under this
paragraph will provide a nechani sm necessary for the
cost-effective and efficient issuance of bonds. This nechanism
will elimnate unnecessary costs in the bond i ssuance process,
t hereby increasing the anbunts available to pay rei nbursenent
for losses to property sustained as a result of hurricane
danage.

b. The purpose of such bonds is to fund rei nbursenents
through the Florida Hurricane Catastrophe Fund to pay for the
costs of construction, reconstruction, repair, restoration
and other costs associated with damage to properties of
pol i cyhol ders of covered policies due to the occurrence of a
hurri cane.

14
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c. The efficacy of the financing nechanismwl| be
enhanced by the corporation's ownership of the assessnents, by
the insulation of the assessnents from possi bl e bankruptcy
proceedi ngs, and by covenants of the state with the
corporation's bondhol ders.

2.a. There is created a public benefits corporation,
which is an instrunentality of the state, to be known as the
Fl orida Hurricane Catastrophe Fund Fi nance Corporation

b. The corporation shall operate under a five-nenber
board of directors consisting of the Governor or a designee,
the Conptroller or a designee, the Treasurer or a designee,
the director of the Division of Bond Finance of the State
Board of Administration, and the chief operating officer of
the Florida Hurricane Catastrophe Fund.

c. The corporation has all of the powers of
corporations under chapter 607 and under chapter 617, subject
only to the provisions of this subsection

d. The corporation nay issue bonds and engage in such
other financial transactions as are necessary to provide
sufficient funds to achieve the purposes of this section

e. The corporation nay invest in any of the
i nvestments aut horized under s. 215.47.

f. There shall be no liability on the part of, and no
cause of action shall arise against, any board nenbers or
enpl oyees of the corporation for any actions taken by themin
the performance of their duties under this paragraph

3.a. In actions under chapter 75 to validate any bonds
i ssued by the corporation, the notice required by s. 75.06
shal | be published only in Leon County and in two newspapers
of general circulation in the state, and the conplaint and

15
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order of the court shall be served only on the State Attorney
of the Second Judicial Crcuit.

b. The state hereby covenants with hol ders of bonds of
the corporation that the state will not repeal or abrogate the
power of the board to direct the Ofice of |Insurance

Regul ati on Pepartrent—eof—tnsurance to | evy the assessnents and

to collect the proceeds of the revenues pledged to the paynent

of such bonds as |ong as any such bonds renai n outstandi ng
unl ess adequate provision has been nade for the paynment of
such bonds pursuant to the docunents authorizing the issuance
of such bonds.

4. The bonds of the corporation are not a debt of the
state or of any political subdivision, and neither the state
nor any political subdivision is |iable on such bonds. The
corporation does not have the power to pledge the credit, the
revenues, or the taxing power of the state or of any politica
subdi vi sion. The credit, revenues, or taxing power of the
state or of any political subdivision shall not be deened to
be pledged to the paynent of any bonds of the corporation

5.a. The property, revenues, and other assets of the
corporation; the transactions and operations of the
corporation and the incone fromsuch transactions and
operations; and all bonds issued under this paragraph and
i nterest on such bonds are exenpt fromtaxation by the state
and any political subdivision, including the intangibles tax
under chapter 199 and the inconme tax under chapter 220. This
exenption does not apply to any tax inposed by chapter 220 on
interest, incone, or profits on debt obligations owned by
corporations other than the Florida Hurricane Catastrophe Fund
Fi nance Corporation
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1 b. Al bonds of the corporation shall be and

2| constitute legal investnents without limtation for all public
3| bodies of this state; for all banks, trust conpani es, savings
4 | banks, savi ngs associations, savings and | oan associ ati ons,

5] and investnent conpanies; for all adninistrators, executors,
6| trustees, and other fiduciaries; for all insurance conpanies
7 | and associ ations and other persons carrying on an insurance

8 | busi ness; and for all other persons who are now or nay

9| hereafter be authorized to invest in bonds or other

10 | obligations of the state and shall be and constitute eligible
11| securities to be deposited as collateral for the security of
12 | any state, county, nunicipal, or other public funds. This

13 | sub-subparagraph shall be considered as additional and

14 | suppl enental authority and shall not be linmted wthout

15| specific reference to this sub-subparagraph

16 6. The corporation and its corporate exi stence shal
17 | continue until term nated by |aw, however, no such | aw shal
18 | take effect as long as the corporation has bonds outstandi ng
19 | unl ess adequate provision has been nade for the paynment of
20 | such bonds pursuant to the docunents authorizing the issuance
21 | of such bonds. Upon termnination of the existence of the
22 | corporation, all of its rights and properties in excess of its
23 | obligations shall pass to and be vested in the state.
24 (e) td)y Protection of bondhol ders. --
25 1. As long as the corporation has any bonds
26 | outstandi ng, neither the fund nor the corporation shall have
27 | the authority to file a voluntary petition under chapter 9 of
28 | the federal Bankruptcy Code or such correspondi ng chapter or
29 | sections as nmay be in effect, fromtine to tine, and neither
30| any public officer nor any organi zation, entity, or other
31| person shall authorize the fund or the corporation to be or
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1| becone a debtor under chapter 9 of the federal Bankruptcy Code
2 | or such correspondi ng chapter or sections as may be in effect,
3| fromtinme to tine, during any such period.

4 2. The state hereby covenants with hol ders of bonds of
5| the corporation that the state will not linmt or alter the

6 | denial of authority under this paragraph or the rights under

7| this section vested in the fund or the corporation to fulfil

8| the terns of any agreenents nmade with such bondhol ders or in
9] any way inpair the rights and renedi es of such bondhol ders as
10| long as any such bonds renmmin outstandi ng unl ess adequate

11 | provision has been nmade for the paynent of such bonds pursuant
12 | to the docunents authorizing the issuance of such bonds.

13 3. Notwithstandi ng any other provision of |aw, any

14 | pl edge of or other security interest in revenue, noney,

15| accounts, contract rights, general intangibles, or other

16 | personal property made or created by the fund or the

17 | corporation shall be valid, binding, and perfected fromthe
18 | tine such pledge is made or other security interest attaches
19 | wit hout any physical delivery of the collateral or further act
20| and the lien of any such pledge or other security interest
21| shall be valid, binding, and perfected against all parties
22 | having clainms of any kind in tort, contract, or otherw se
23| against the fund or the corporation irrespective of whether or
24 | not such parties have notice of such clains. No instrunent by
25 | whi ch such a pledge or security interest is created nor any
26 | financing statenment need be recorded or filed.
27 (7) ADDI TI ONAL PONERS AND DUTI ES. - -
28 (a) The board nmay procure reinsurance fromreinsurers
29 | acceptable to the Ofice of |Insurance Regul ati on approved
30 | under—s—624-—6106 for the purpose of maxim zing the capacity of
31 | the fund.
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(c) Each fiscal year, the Legislature shal
appropriate fromthe investnent inconme of the Florida
Hurri cane Catastrophe Fund an anobunt no less than $10 million
and no nore than 35 percent of the investnent incone, based on
the nost recent fiscal year-end audited financial statenents,

frem-the—prior—fiscal—year for the purpose of providing

funding for |ocal governnents, state agencies, public and

private educational institutions, and nonprofit organi zations
to support prograns intended to inprove hurricane
pr epar edness, reduce potential |osses in the event of a
hurricane, provide research into neans to reduce such | osses,
educate or informthe public as to neans to reduce hurricane
| osses, assist the public in determ ning the appropriateness
of particular upgrades to structures or in the financing of
such upgrades, or protect local infrastructure from potenti al
damage froma hurricane. Mneys shall first be available for
appropriation under this paragraph in fiscal year 1997-1998.
Moneys in excess of the $10 million specified in this
par agraph shall not be available for appropriation under this
paragraph if the State Board of Administration finds that an
appropriation of investnent inconme fromthe fund woul d
jeopardi ze the actuarial soundness of the fund.

Section 2. This act shall take effect upon becoming a
| aw.

STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
Senate Bill 2556

The conmm ttee substitute corrects technical errors and
statutory cross-references.
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