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By the Committee on Ceneral Governnent Appropriations; and
Senators Garcia and Lynn

601- 609- 05
1 A Dbill to be entitled
2 An act relating to hurricane deducti bl es;
3 provi ding for the Departnment of Financia
4 Services to reinburse policyhol ders of
5 residential property insurance for multiple
6 deducti bl es applied by insurers for two or nore
7 hurri canes; providing |legislative findings and
8 intent; establishing criteria for eligibility
9 for reimbursenment; requiring applications to be
10 submtted to the departnment and to include
11 certain information; limiting the maxi num
12 anount of reinbursenment; limting tota
13 rei mbursenent to the amount appropriated for
14 this purpose; requiring paynment to be nmade in a
15 speci fied order of priority and providing for
16 pro rata rei mbursenent; requiring insurers to
17 provi de the departnment with certain information
18 related to the claimfor reinbursenent, subject
19 to the policyhol der's authorization
20 authorizing the departnent to contract with a
21 third party for investigation or adjustnent of
22 a claimfor reinbursement; requiring insurers
23 to mail notice to certain policyhol ders of the
24 rei mbursenent procedures; providing for
25 energency rules; providing that an application
26 for reinbursenment constitutes an insurance
27 claimfor purposes of determ ning insurance
28 fraud; prohibiting insurers fromchanging their
29 met hod of wai ving or applying deductibl es due
30 to the provisions of the |aw providing for
31 rei mbursenent to policyholders; requiring the
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1 O fice of Insurance Regulation to collect data

2 frominsurers regarding the application of

3 nmul ti pl e deductibles; providing |egislative

4 intent that reinmbursements made to

5 pol i cyhol ders be consi dered disaster-relief

6 assi stance for purposes of the Internal Revenue

7 Code; anending s. 627.701, F.S.; requiring that

8 hurri cane deducti bl es of residential property

9 i nsurance policies be applied on an annua

10 basis to all hurricane | osses that occur during
11 a cal endar year; allowing insurers to apply an

12 alternative deductible to subsequent hurricane

13 | osses after the annual deductible is met;

14 provi ding the method by which the hurricane

15 deductible is to be calculated if a hurricane

16 deducti ble is changed for a new or renewa

17 policy; allowing insurers to require

18 policyhol ders to report hurricane | osses or to

19 mai ntain receipts or records in order to apply

20 hurri cane | osses to a subsequent hurricane

21 claim providing appropriations; requiring the

22 State Board of Administration to increase

23 future premuns to the Florida Hurricane

24 Cat ast rophe Fund; providing an effective date

25

26| Be It Enacted by the Legislature of the State of Florida:
27

28 Section 1. Legislative findings and intent.--The
29| Legislature finds that the four hurricanes striking Florida in
30| 2004 resulted in at |east 30,000 residential property

31| insurance policyholders experiencing damage fromtwo or nore
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hurricanes for which insurers have applied the hurricane

deductible to each hurricane claim The fact that

policyhol ders have separate hurricane deductibles can result

in significant out-of-pocket expense and financial hardship to

policyholders. Although insurers are required by law to notify

policyholders that the hurricane deductible can result in a

| arge out - of - pocket expense, it was not anticipated that a

policyhol der woul d have damage fromtwo or nore hurricanes in

the same year and be forced to neet two or nore deductibles in

this circunstance. The lLegislature further finds that the

public health, safety, and welfare demand that residentia

structures damanged or destroyed in a catastrophe be repaired

or_reconstructed as soon_as possible and that application of

mul tiple deductibles delays or prevents such reconstruction,

hi nders the econonic recovery of the state and its residents,

and endangers the public health, safety, and welfare.

Therefore, state action to establish a programto reinburse

policyholders for the financial |oss suffered due to the

application of nmultiple hurricane deductibles constitutes a

valid and necessary public and governnmental purpose. The

Legi slature intends to establish a programto reinburse

policyholders for such |losses, up to specified limts.

Section 2. Reinbursenent for nmultiple hurricane

deducti bl es. - -

(1) As used in this section, the term"residentia

property insurance" neans residential coverage as described in

section 627.4025(1), Florida Statutes.

(2) The Departnment of Financial Services shal

rei nburse policyholders of residential property insurance

whose property was danmaged by two or nore hurricanes in 2004

and whose insurer applied nore than one hurricane deducti bl e
3
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to the insurance clains. The reinbursement shall be the anpunt

of the claimthat was not paid due to application of the

second or_ subsequent deductible, as further limted by this

section.

(3) To be eliqgible for reinbursenent, a policyhol der

nmust _neet the criteria of subsection (2) and nust:

(a) Apply to the department by March 1, 2005, on a

form provided by the department. The form nust identify the

ampunt _of the clains paid by the insurer, per hurricane, the

ampunt _of the deductible which was applied to each claim and

such additional information as the departnent requires to

verify the claimfor reinbursement, including docunentation

fromthe insurer. The applicant nust submt docunentation from

the insurer that the insurance claimwas not paid, either in

full or in part, due to application of the deductible.

(b) Have incurred damage in excess of the full anmpunt

of a single hurricane deductible.

(c) Meet a $100 deductible for a second and each

subsequent hurricane claimin addition to the anmpunt of the

deducti bl e whi ch nust be nmet under paragraph (b).

(d) Provide witten authorization for the departnent

to obtain fromthe policyholder's insurer information rel ated

to the claimfor reinbursenent.

(4)(a) Reinbursenment may be provided only for danmages

t hat woul d have been paid under the policy but for application

of the deductible. The maxi mum rei nbursenent shall be |imted

to the ampunt of the policyholder's |loss in excess of one ful

deductible, but not nore than $10, 000 per policy for danage

caused by two hurricanes and not nore than $20, 000 per policy

for damage caused by three or nore hurricanes, except as

ot herwi se provided in this subsection.
4
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(b) For a policy issued to a condom ni um associ ation,

the maxi num rei nbursenent _shall be |linted to an anpunt egua

to $3.000 nultiplied by the nunber of condonm niumunits or the

maxi mum anount specified in paragraph (a) or paragraph (c),

whi chever is greater. Reinbursenent may not be paid to a

condom ni um associ ation for |oss ampunts for which the

condom ni um associ ati on has assessed unit owners and for which

the unit owners have insurance coverage for the assessnent.

(c) |If nore than one residential structure is insured

under _the policy and a separate hurricane deducti bl e applies

to _each, the nmaxi num rei nbursenent shall be linmted to $10, 000

per structure for multiple hurricane clains for that

structure.

(d) Reinbursenent nmay not be paid for | oss amounts for

whi ch the policyholder has received a grant fromthe Federa

Enmer gency Managenent Agency, or any other federal, state,

county, or nunicipal agency or program

(5) The total ampunt of funds paid to policyhol ders

pursuant to this section is linted to the anmpunt appropriated

for this purpose. Paynents shall be nade to eligible

applicants in the following order of priority:

(a) The department shall first reinburse policyhol ders

who received clains paynents fromtheir insurer for two or

nore hurricanes for which each paynent was reduced by the ful

ampunt _of the deducti bl e.

(b) After reinbursing all policyholders who neet the

criterion of paragraph (a), the departnment shall reinburse al

other eligible policyholders. If the ampunt appropriated for

this purpose is not adequate to pay all other eligible

policyholders up to the maxi num rei nbursenent anbunts, the

departnent shall provide reinbursenent pro rata so that each
5
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policyholder receives an equal percentage of the ampunt of the

rei nbursenent claimthat is approved.

(6) The insurer issuing the policy to the applicant

for reinmbursenent shall provide to the departnment, upon

request, such information in the applicant's claimfile as

will assist the departnent in determning the validity and

reasonabl eness of the claim subject to the policyholder's

aut hori zation to release such information. The departnent nay

further investigate or adjust the claimas it determnes is

necessary and may contract with third parties for this

ur pose.

(7) Insurers shall mail notice to those residentia

property insurance policyholders who filed clains with the

insurer for two or nore hurricanes in 2004 and to whom the

insurer applied nore than one hurricane deductibl e, whether

there was a clains paynment or not. The notice shall be on a

form provided by the departnent which inforns the policyhol der

of the reinbursenent program established by this section and

the procedures for seeking reinbursenent., including the

application form provided by the departnment. The notice shal

be mailed in such manner and within such tine as specified by

the departnent. For subsequent clains, the insurer shal

provide the notice at the tine that the insurer notifies the

policyhol der of the application of the second deducti bl e.

(8) The departnment may adopt rules to inplenent this

section. It is the Legislature's intent that the departnment

inplenment this section as soon as possible in order to provide

imediate relief to affected policyholders. Therefore, the

departnent may adopt such rules pursuant to the energency rule

procedures of section 120.54(4), Florida Statutes.

6

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




Fl ori da Senate - 2004 CS for SB 10-A
601-609- 05

1 (9) An application for reinbursenent shall be

2| considered an insurance claimfor purposes of determning

3| whether a person has committed insurance fraud pursuant to

4| section 817.234, Florida Statutes. The Departnent of Financia
5| Services and the department's Division of |nsurance Fraud

6| shall have the powers to investigate and enforce such actions
7| provided in section 626.989, Florida Statutes.

8 (10) It is a violation of the Florida |Insurance Code

9| for an insurer to change its nmethod of deternining whether to
10| waive or apply multiple hurricane deductibles to multiple

11| clains due to the provisions of this section

12 (11) The Ofice of Insurance Requlation shall coll ect
13| data fromresidential property insurers regarding the nunber
14| of clainms that were filed by policyholders for two or nore

15| hurricanes for the 2004 hurricane season, and the nunber of
16| those clainms for which the insurer applied two or nore

17| deductibles, including the dollar ampunt of those clainms, and
18| such additional related infornmation as the departnment nay

19| require.

20 (12) It is the intent of the Legislature that

21| reinbursements nmade to policyholders under this section shal
22| be considered disaster-relief assistance within the nmeaning of
23| section 139 of the Internal Revenue Code.

24 Section 3. Present subsections (5) through (8) of

25| section 627.701, Florida Statutes, are renunbered subsections
26| (6) through (9), respectively, and a new subsection (5) is

27| added to that section to read:

28 627.701 Liability of insureds; coinsurance

29| deducti bl es. --

30 (5) The hurricane deductible of any residentia

31| property insurance policy shall be applied as follows:
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(a) The hurricane deductible shall apply on _an annua

basis to all covered hurricane |osses that occur during a

cal endar _year for | osses that are covered under one or nore

policies issued by the sane insurer or _an insurer in the sane

insurer group.

(b) 1f a hurricane deductible applies separately to

any structure insured under a single policy, the requirenents

of this subsection apply with respect to the deductible for

such structure

(c) |If there was a hurricane |l oss for a prior

hurricane or hurricanes during the calendar year, the insurer

may apply a deductible to a subseqguent hurricane which is the

greater of the remnining amount of the hurricane deductible or

the anmpunt of the deductible which applies to perils other

than a hurricane. Insurers may require policyholders to report

hurricane | osses that are below the hurricane deductible or to

mai ntain receipts or other records of such hurricane |losses in

order to apply such | osses to subsequent hurricane cl ains.

(d) If there are hurricane |osses in _a cal endar year

on nore than one policy issued by the sane insurer or an

insurer in the sanme insurer group, the hurricane deductible

shall be the highest anmpunt stated in any one of the policies.

If a policyholder who had a hurricane | oss under a prior

policy is provided or offered a |lower hurricane deductible

under a new or renewal policy, the insurer nmust notify the

policyholder, in witing, at the tinme the |ower hurricane

deductible is provided or offered that the | ower hurricane

deductible will not apply until January 1 of the foll ow ng

cal endar_year.
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1| This subsection applies to policies issued or renewed on or

2| after May 1, 2005.

3 Section 4. (1) Notwithstanding section 215.555,

4| Elorida Statutes, the State Board of Adninistration is

5| directed to transfer, no later than January 15, 2005, $20

6| million fromthe Florida Hurricane Catastrophe Fund cash

7| balance to the Insurance Regulatory Trust Fund within the

8| Departnment of Financial Services to provide funding for the
9| reinbursenments authorized in subsection (3).

10 (2) Notwithstanding section 215.555, Florida Statutes,
11| the State Board of Adnministration is directed to transfer up
12| to $130 mllion fromthe Florida Hurricane Catastrophe Fund
13| cash balance to the Insurance Requlatory Trust Fund in the
14| Departnent of Financial Services to provide funding for the
15| reinbursenents authorized in subsection (3). The Chief

16| Einancial O ficer shall periodically certify to the State

17| Board of Administration an anobunt to be transferred fromthe
18| funds appropriated in this subsection based on the docunented
19| expenditure need for reinbursenent paynents submitted to the
20| Department of Financial Services. The anpunt of each transfer
21| may not exceed the docunented need. The Chief Financia

22| Oficer shall provide a copy of each certification to the

23| Executive Ofice of the Governor and the chair and vice chair
24| of the Legislative Budget Conmi ssion. The State Board of

25| Administration shall provide notice of each transfer to the
26| Executive Office of the Governor and the chair and vice chair
27| of the Legislative Budget Conmi ssion at |east 3 working days
28| before such transfer

29 (3) The sumof $150 million is appropriated for the
30| period fromthe effective date of this act through Septenber
31| 30, 2005, fromthe Insurance Requlatory Trust Fund in the

9
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Depart nent of Financial Services in a special appropriation

cateqgory "Hurricane Miltiple Deductible Reinbursenents”" for

rei nbursenent to residential property insurance policyholders

for the expense of nultiple hurricane deductibles, as provided

in sections 1 and 2. Up to 1 percent of this appropriation nmay

be used by the departnent for the adninistration of paynents

to such policyhol ders.

(4) Al Florida Hurricane Catastrophe Fund noneys

transferred to the Insurance Requlatory Trust Fund under this

act which remnin unexpended on Decenber 31, 2005, shall revert

to the Florida Hurricane Catastrophe Fund.

(5) Bedinning January 15, 2005, and nonthly

thereafter, the Chief Financial Oficer shall provide a report

to the Executive Office of the Governor and the chair and vice

chair of the Leqgislative Budget Conmi ssion _containing

information regardi ng the reinbursenent for nmultiple hurricane

deducti bl es. The report shall include, but is not limted to,

cunmul ative and nmonthly information on the nunber of

rei nbursenent clains submitted, the total ampunt requested for

rei nbursenent, the nunber of clains paid, and the anpunt paid

for reinbursenent.

(6) In order to maintain actuarially indicated

premiuns_as required by section 215.555, Florida Statutes, the

State Board of Administration shall increase future prem uns

by the ampunt appropriated and transferred fromthe Florida

Hurri cane Catastrophe Fund under this section, plus additiona

anmpunt s necessary to recover | ost investnent inconme, |ess any

refunds of unused cash to the Florida Hurricane Catastrophe

Fund. The increase in future prem uns _shall be divided over 5

years, in equal or approximately equal anmpunts, beginning with

the June 1, 2006, contract year
10

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




Fl ori da Senate - 2004 CS for SB 10-A
601-609- 05

1 (7) Al appropriations authorized by this act are
2| nonrecurring and are intended to address needs caused by
3| Hurricanes Charley, Frances, lvan, and Jeanne.
4 Section 5. This act shall take effect upon becomng a
5[ I aw.
6
7 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR
8 Senate Bill 10-A
9
10
- Requires the aPpIicant for reinmbursenment to submt
11 docunentation fromthe insurer to the departnment that the
i nsurance claimwas not paid, in full or in part, due to
12 application of the deductible.
13 - Clarifies that a condom ni um association is not eligible
to be reimbursed for |oss amobunts for which the
14 condom ni um associ ati on has accessed unit owners and for
whi ch the unit owners have insurance coverage for the
15 assessnent.
16 - Clarifies that rei mbursenent paynments may not be paid for
amopunts for which the policyholder has received a grant
17 fromany federal, state, county, or rmunicipal agency or
program
18
- Clarifies that after "full deductible" claimnts are paid
19 in full, the pro-rata share of reinbursenent funds
avail able to other qualified applicants in the event that
20 the appropriation is not sufficient to pay all claims in
full 1s an equal percentage of the anpunt of the
21 rei mbursenent claimthat I's approved.
22 - Carifies it is a violation of the Insurance Code for an
i nsurer to change its nethod of deterninin? whet her to
23 wai ve or apply multiple hurricane deductibles to multiple
clainms due to the provisions of this bill. Requires the
24 O fice of Insurance Regulation to collect data from
residential property insurers regarding the nunber of
25 clainms filed by policyholders for two or nore clains for
06 the 2004 hurricane season.
- Changes the date from Sept enmber 30, 2005, to Decenber 31,
27 2005 for unexpended funds to revert to the Florida
0g Hurri cane Catastrophe Fund.
- Changes the date from June 1, 2005 to June 1, 2006 for
29 when the five-year increase in premuns for the Florida
30 Hurri cane Catastrophe Fund begins.
- Clarifies reinbursenments made to policyhol ders are to be
31 consi dered di saster-relief assistance within the neaning

of section 139 of the Internal Revenue Code.
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