F L OR 1 DA H O U S E O F R EPRESENTATI V E S

HB 9A CS 2004
CS
CHAMBER ACTI ON

1| The Comrerce Council recommends the foll ow ng:

2

3 Council/Conm ttee Substitute

4 Renove the entire bill and insert:

5 A Dbill to be entitled

6 An act relating to hurricane deducti bl es; providing

7 | egislative findings and intent; providing a definition;
8 providing for the Departnment of Financial Services to

9 rei mburse policyhol ders of residential property insurance
10 for nmultiple deductibles applied by insurers for two or
11 nore hurricanes; establishing criteria for policyhol ders
12 to be eligible for rei nbursenents; requiring applications
13 to be submtted to the departnent, including certain

14 information; limting the maxi num anount of

15 rei mbursenments; limting total reinbursenents to the

16 anount appropriated for this purpose; providing

17 rei nbursenent criteria for the departnent under certain
18 ci rcunstances; requiring insurers to provide certain

19 information to the departnent relating to clains for
20 rei mbursenment, subject to policyhol ders' authorization;
21 authori zing the departnment to contract with third parties
22 for investigation or adjustnent of clains for
23 rei nbursenent; requiring insurers to mail notices to
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24 certain policyhol ders of the reinbursenent procedures;
25 aut hori zing the departnent to adopt certain rules;
26 providing legislative intent; providing that applications
27 for reinbursenents shall be insurance clains for purposes
28 of determ ning insurance fraud; prohibiting insurers from
29 changi ng met hods of waiving or applying deductibles due to
30 the provisions of |law providing for reinbursenent to
31 policyholders; requiring the Ofice of Insurance
32 Regul ation to collect data frominsurers regardi ng the
33 application of nmultiple deductibles; amending s. 627.701,
34 F.S.; requiring that hurricane deductibles of residential
35 property insurance policies be applied on an annual basis
36 to all hurricane | osses that occur during the cal endar
37 year; allowing insurers to apply an alternative deductible
38 to subsequent hurricane | osses after the annual deductible
39 is net; providing for calculations of hurricane
40 deducti bl es for new or renewed policies; allow ng insurers
41 to require policyholders to report hurricane | osses or to
42 mai ntain receipts or records in order to apply hurricane
43 | osses to subsequent hurricane clains; providing
44 applicability; providing appropriations for certain
45 pur poses; providing for reversion of certain unexpended
46 nmoneys; requiring the Chief Financial Oficer to report to
47 certain entities certain nultiple hurricane deductible
48 rei nbursenent information; requiring the State Board of
49 Adm nistration to increase future premuns to the Florida
50 Hurri cane Catastrophe Fund; providing construction;
51 provi ding an effective date.
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52
53| Be It Enacted by the Legislature of the State of Florida:
54

55 Section 1. Legislative findings and intent.--The

56| Legislature finds that the four hurricanes striking Florida in

57| 2004 resulted in at |east 30,000 residential property insurance

58| policyhol ders experienci ng danage fromtwo or nore hurricanes

59| for which insurers have applied the hurricane deductible to each

60| hurricane claim The fact that policyhol ders have separate

61| hurricane deductibles can result in significant out-of-pocket

62| expense and financial hardship to policyhol ders. Although

63| insurers are required by law to notify policyholders that the

64| hurricane deductible can result in a | arge out- of-pocket

65| expense, it was not anticipated that a policyhol der woul d have

66| damage fromtwo or nore hurricanes in the sane year and be

67| forced to neet two or nore deductibles in this circunstance. The

68| Legislature further finds that the public health, safety, and

69| welfare demand that residential structures damaged or destroyed

70| in a catastrophe be repaired or reconstructed as soon as

71| possible and that application of nmultiple deductibles del ays or

72| prevents such reconstruction, hinders the econonm c recovery of

73| the state and its citizens, and endangers the public health,

74| safety, and welfare. Therefore, state action to establish a

75| programto rei nburse policyholders for the financial |oss

76| suffered due to the application of nultiple hurricane

77| deductibles constitutes a valid and necessary public and

78| governnental purpose. The Legislature intends to establish a
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79| programto rei nburse policyholders for such | osses, up to

80| specified limts.

81 Section 2. Reinbursenent for nmultiple hurricane
82| deductibles. --
83 (1) For the purposes of this section, "residential

84| property insurance" neans residential coverage as described in
85| s. 627.4025(1), Florida Statutes.

86 (2) The Departnent of Financial Services shall reinburse

87| policyholders of residential property insurance whose property

88| was danaged by two or nore hurri canes in 2004 and whose insurer

89| applied nore than one hurricane deductible to the insurance

90| clains. The rei nbursenent shall be the anmpbunt of the claimthat

91| was not paid due to application of the second or subsequent

92| deductible, as further limted by this section.

93 (3) To be eligible for reinbursenent, a policyhol der nust

94| neet the criteria of subsection (2) and nust:
95 (a) Apply to the departnent by March 1, 2005, on a form

96| provided by the departnment. The formshall identify the anpunt

97| of the clains paid by the insurer, per hurricane, the anpunt of

98| the deductible that was applied to each claim and such

99| additional information as the departnent may require to verify

100 the claimfor reinbursenent, including docunentation fromthe

101| insurer. The applicant nust submit docunentation fromthe

102| insurer that the insurance claimwas not paid, in full or in

103| part, due to application of the deductible.

104 (b) Have incurred damages in excess of the full anount of

105| a single hurricane deducti bl e.
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106 (c) Meet a $100 deductible for a second and each

107| subsequent hurricane claimin addition to the amunt of the

108| deductible which nust be net under paragraph (b).

109 (d) Provide witten authorization for the departnent to

110 obtain information fromthe policyholder's insurer related to

111| the claimfor reinbursenent.

112 (4)(a) Reinbursenent nay be provided only for danages that

113 woul d have been paid under the policy but for application of the

114| deducti ble. The maxi mum rei nbursenent shall be limted to the

115 anmpunt of the policyholder's |oss in excess of one ful

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

117| caused by two hurricanes, not nore than $20, 000 per policy for

118| danmge caused by three or nore hurricanes, except as otherw se

119| provided in this subsection.

120 (b) For a policy issued to a condom ni um associ ation, the

121| maxi mumrei nbursenent shall be limted to an anbunt equal to

122| $3,000 nultiplied by the nunber of condom niumunits, or the

123| maxi num anmount specified in paragraph (a) or paragraph (c),

124| whi chever is greater.

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

126| wunder the policy and a separate hurricane deductible applies to

127| each residential structure, the maxi nrum rei nbursenent shall be

128 limted to $10,000 per structure for nmultiple hurricane clains

129| for that structure.

130 (d) Reinbursenent may not be paid for |oss anmounts for

131| which the policyhol der has received a grant fromthe Federal

132| Energency Managenent Agency or any other federal, state, county,

133 or nunicipal agency or program Rei nbursenent may not be paid to
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134| a condom ni um association for |oss ampunts for which the

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

136 the unit owners have i nsurance coverage for the assessnent.

137 (5) The total anpunt of funds paid to policyhol ders

138| pursuant to this sectionis |imted to the anmount appropri ated

139 for this purpose. Paynents shall be nade to eligi ble applicants

140 in the followi ng order of priority:

141 (a) The departnent shall first rei nburse policyhol ders who

142| received clains paynents fromtheir insurer for two or nore

143| hurricanes for which each paynent was reduced by the full anpunt
144| of the deductibl e.

145 (b) After reinbursing all policyholders who neet the

146| criteria of paragraph (a), the departnent shall reinburse all

147| other eligible policyholders. If the anpbunt appropriated for

148| this purpose is not adequate to pay all other eligible

149| policyholders up to the naxi mum rei nbursenent anmounts, the

150 departnent shall provide reinbursenent on a pro rata basis so

151| that each policyhol der recei ves an equal percentage of the

152| anpunt of the reinbursenent claimthat is approved.

153 (6) The insurer issuing the policy to the applicant for

154| reinbursenent shall provide to the departnment, upon reguest,

155 such information in the applicant's claimfile that woul d assi st

156 the departnent in determning the validity and reasonabl eness of

157| the claim subject to the policyhol der's authorization to

158| release such information. The departnment nay further investigate

159 or adjust the claimas the departnent deternines is necessary

160| and may contract with third parties for this purpose.
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161 (7) Insurers shall nail notice to those residential

162| property insurance policyholders who filed clains with the

163| insurer for two or nmore hurricanes in 2004 and to whom t he

164| insurer applied nore than one hurricane deducti bl e, whet her

165 there was a clains paynent or not. The notice shall be on a form

166| provided by the departnment inform ng the policyhol der of the

167| rei nbursenent program established by this section and the

168| procedures for seeking reinbursenent, including the application

169| formprovided by the departnent. The notice shall be nailed in

170 such manner and within such tinme as specified by the departnent.

171| For subsequent clains, the insurer shall provide the notice at

172 the tine that the insurer notifies the policyhol der of the

173| application of the second deducti bl e.

174 (8) The departnent nay adopt rules to i nplenent this

175| section. It is the Legislature's intent that the departnent

176 inplenent this section as soon as possible in order to provide

177 imediate relief to affected policyhol ders. Therefore, the

178| departnent nay adopt such rules pursuant to the enmergency rule
179| procedures of s. 120.54(4), Florida Statutes.
180 (9) Applications for reinbursenent shall be considered

181| submtting an insurance claimfor purposes of determ ning

182 whether a person has commtted insurance fraud pursuant to s.
183 817.234, Florida Statutes. The Departnent of Financial Services

184| and the departnent's Division of |Insurance Fraud shall have such

185 powers to investigate and enforce such actions as provided in s.
186 626.989, Florida Statutes.

187 (10) It is a violation of the Insurance Code for an
188| insurer to change its nmethod of determ ni ng whether to wai ve or
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189 apply multiple hurricane deductibles to multiple clains due to

190| the provisions of this section.

191 (11) The Ofice of Insurance Regul ation shall collect data

192| fromresidential property insurers regardi ng the nunber of

193| clains that were filed by policyholders for two or nore

194| hurricanes for the 2004 hurricane season, the nunber of those

195| clains for which the insurer applied two or nore deducti bl es,

196| including the dollar anpbunt of those clains, and such additi onal

197| related information as the departnent may require.
198 Section 3. Subsections (5), (6), (7), and (8) of section
199| 627.701, Florida Statutes, are renunbered as subsections (6),

2001 (7), (8), and (9), respectively, and a new subsection (5) is
201| added to said section to read:

202 627.701 Liability of insureds; coinsurance; deductibles.--
203 (5) The hurricane deductible of any residential property
204| insurance policy shall be applied as foll ows:

205 (a) The hurricane deductible shall apply on an annua

206| basis to all covered hurricane | osses that occur during the

207| calendar year for |osses that are covered under one or nore

208| policies issued by the sane insurer or an insurer in the sane

209| insurer group

210 (b) If a hurricane deductible applies separately to each

211| of one or nore structures insured under a single policy, the

212| requirenents of this subsection apply with respect to the

213| deductible for each structure.

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

215| hurricanes during the cal endar year, the insurer nmay apply a

216| deductible to a subsequent hurricane that is the greater of the
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217| renmining anount of the hurricane deductible or the anpunt of

218| the deductible that applies to perils other than a hurricane.

219| Insurers nay require policyholders to report hurricane |osses

220| that are below the hurricane deductible or to naintain receipts

221| or other records of such hurricane |osses in order to apply such

222| losses to subsequent hurricane cl ai ns.

223 (d) If there are hurricane |losses in a cal endar year on

224 nore than one policy issued by the sane insurer or an insurer in

225| the same insurer group, the hurricane deductible shall be the

226| highest anpbunt stated in any one of the policies. If a

227| policyhol der who had a hurricane | oss under the prior policy is

228| provided or offered a | ower hurricane deducti bl e under the new

229| or renewal policy, the insurer nust notify the policyholder, in

230 witing, at the tine the |lower hurricane deductible is provided

231| or offered, that the |lower hurricane deductible will not apply

232 wuntil January 1 of the foll owi ng cal endar year.
233 Section 4. The anendnent of s. 627.701, Florida Statutes,

234| by section 3 applies only to policies issued or renewed on or
235| after May 1, 2005.

236 Section 5. (1) Notwi thstanding s. 215.555, Florida
237| Statutes, the State Board of Adm nistration is directed to

238| transfer, no later than January 15, 2005, $20 nmillion fromthe

239| Florida Hurricane Catastrophe Fund's cash bal ance to the

240| Insurance Regul atory Trust Fund within the Departnment of

241| Financial Services to provide funding for the reinbursenents

242| authorized in subsection (3).
243 (2) Notwithstanding s. 215.555, Florida Statutes, the

244| State Board of Administration is directed to transfer up to $130
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245 mllion fromthe Florida Hurricane Catastrophe Fund' s cash

246| bal ance to the I nsurance Regulatory Trust Fund in the Departnent

247| of Financial Services to provide funding for the rei nbursenents

248| authorized in subsection (3). The Chief Financial Oficer shal

249| periodically certify to the State Board of Adm nistration an

250 amount to be transferred fromthe funds appropriated in this

251| subsection based on the docunented expenditure need for

252| reinbursenent paynents submitted to the Departnent of Financi al

253| Services. The anpbunt of each transfer may not exceed the

254| docunented need. The Chief Financial Oficer shall provide a

255| copy of each certification to the Executive Ofice of the

256| Governor and the chair and vice chair of the Legislative Budget

257| Conmi ssion. The State Board of Adm nistration shall provide

258 notice of each transfer to the Executive Ofice of the Governor

259 and the chair and vice chair of the Legi sl ative Budget

260| Conm ssion at | east 3 working days before such transfer.

261 (3) The sumof $150 mllion is appropriated for the period
262 fromthe effective date of this act through Septenber 30, 2005,

263| fromthe Insurance Regul atory Trust Fund in the Departnent of

264| Financial Services in a special appropriation category

265 "Hurricane Miultiple Deductible Rei nbursenents” for reinbursenent

266| to residential property insurance policyholders for the expense

267 of nultiple hurricane deductibles, as provided in sections 1 and

268| 2. Up to 1 percent of this appropriation nay be used by the

269| departnent for the admi nistration of paynments to such

270| policyhol ders.

271 (4) Al Florida Hurricane Catastrophe Fund noneys

272| transferred to the Insurance Regul atory Trust Fund under this

Page 10 of 11

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



F L OR 1 DA H O U S E O F R EPRESENTATI V E S

HB9A CS 2004
CS

273| act which renmain unexpended on Decenber 31, 2005, shall revert
274 to the Florida Hurricane Catastrophe Fund.

275 (5) Beginning January 15, 2005, and nonthly thereafter,

276| the Chief Financial Oficer shall provide a report to the

277 Executive O fice of the Governor and the chair and vice chair of

278| the Legislative Budget Conm ssion containing infornmation

279 regarding the reinbursenent for nultiple hurricane deducti bl es.

280| The report shall include, but is not limted to, curmulative and

281| nmonthly information on the nunber of reinbursenent clains

282| submitted, the total anpbunt requested for reinbursenent, the

283| nunber of clains paid, and the anpbunt paid for reinbursenent.

284 (6) In order to maintain actuarially indicated prem uns as
285| required by s. 215.555, Florida Statutes, the State Board of
286| Adm nistration shall increase future prem uns by the anmount

287| appropriated and transferred fromthe Florida Hurricane

288| Catastrophe Fund under this section, plus additional anmounts

289| necessary to recover |lost investnent incone, |ess any refunds of

290| wunused cash to the Florida Hurricane Catastrophe Fund. The

291| increase in future premuns shall be spread over 5 years, in

292| equal or approxi mately equal anobunts, beginning with the June 1,
293 2006, contract year
294 (7) Al appropriations authorized by this act are

295| nonrecurring and are intended to address needs caused by

296| Hurricanes Charl ey, Frances, |Ivan, and Jeanne.

297 Section 6. This act shall take effect upon becom ng a | aw.
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