F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1451 2005

1 A bill to be entitled

2 An act relating to | ocal governnent revenue bonds for

3 hurri cane recovery; amending s. 631.54, F.S.; revising a
4 definition; amending s. 631.57, F.S.; providing

5 requirenents and limtations for the Florida |Insurance

6 Guaranty Association, Inc., relating to energency

7 assessnents for covered clai ns payable fromrevenue bonds
8 i ssued by counties or nunicipalities; authorizing the

9 association to contract with counties and nunicipalities
10 to i ssue revenue bonds for certain purposes; requiring the
11 Departnment of Financial Services to |evy energency
12 assessnents on certain insurers for bond repaynent
13 pur poses; providing requirenents for the departnent in
14 | evyi ng and adm ni stering such assessnents; providing
15 requirenents for use of bond proceeds; requiring the
16 association to i ssue an annual report relating to use of
17 bond proceeds and paynent of clains; providing insurer
18 rate filing requirenments relating to energency
19 assessnents; providing requirenents for terns and
20 l[iability of assessnents; specifying assessnents as not
21 prem um and not subject to tax, fees, or comm ssions;
22 providing for insurer liability for enmergency assessnents;
23 creating s. 631.695, F.S.; providing |egislative findings
24 and purposes; providing for issuance of revenue bonds
25 t hrough counties and nunicipalities to fund assi stance
26 progranms for paying covered clainms for hurricane danage;
27 provi di ng procedures, requirenents, and |[imtations for
28 counties, nunicipalities, and the Florida |Insurance
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29 Guaranty Association, Inc., relating to issuance and
30 val i dation of such bonds; providing for paynments on and
31 retirement of such bonds from certain energency
32 assessnents; prohibiting pledging the funds, credit,
33 property, and taxing power of the state, counties, and
34 muni ci palities for paynent of bonds; specifying authorized
35 uses of bond proceeds; limting the termof bonds;
36 speci fying a state covenant to protect bondhol ders from
37 adverse actions relating to such bonds; specifying
38 exenpti ons for bonds, notes, and other obligations of
39 counties and nmunicipalities fromcertain taxes or
40 assessnents on property and revenues; authorizing counties
41 and nmunicipalities to create a legal entity to exercise
42 certain powers; prohibiting repeal of certain provisions
43 relating to certain bonds under certain circunstances;
44 provi ding severability; providing an effective date.

45
46| Be It Enacted by the Legislature of the State of Florida:
47

48 Section 1. Subsection (3) of section 631.54, Florida

49| Statutes, is anended to read:

50 631.54 Definitions.--As used in this part:

51 (3) "Covered claim means an unpaid claim including one

52| of unearned prem uns, which arises out of, and is within the
53| coverage, and not in excess of, the applicable |imts of an
54| insurance policy to which this part applies, issued by an

55| insurer, if such insurer becones an insolvent insurer and the

56| claimant or insured is a resident of this state at the time of
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57| the insured event or the property fromwhich the claimarises is

58| permanently located in this state. For entities other than an

59| individual, the residence of a claimnt, insured, or

60| policyholder is the state in which the entity's principal place

61| of business is |located at the tine of the insured event.

62| "Covered claint shall not include:

63 (a) Any anount due any reinsurer, insurer, insurance pool,
64| or underwriting association, sought directly or indirectly

65| through a third party, as subrogation, contribution

66| indemification, or otherw se; or

67 (b) Any claimthat would otherw se be a covered claim

68| wunder this part that has been rejected by any other state

69| guaranty fund on the grounds that an insured's net worth is

70| greater than that allowed under that state's guaranty | aw

71| Menber insurers shall have no right of subrogation,

72| contribution, indemification, or otherw se, sought directly or
73| indirectly through a third party, against the insured of any
74| insolvent nenber.

75 Section 2. Paragraph (a) of subsection (1) and paragraph
76| (d) of subsection (2) of section 631.57, Florida Statutes, are
77| anended, and paragraph (e) is added to subsection (3) of said

78| section, to read:

79 631. 57 Powers and duties of the association.--
80 (1) The association shall
81 (a)l. Be obligated to the extent of the covered clains

82| existing:
83 a. Prior to adjudication of insolvency and arising within

84| 30 days after the determ nation of insolvency;
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85 b. Before the policy expiration date if |ess than 30 days
86| after the determ nation; or

87 c. Before the insured replaces the policy or causes its
88| cancellation, if she or he does so within 30 days of the

89| determ nation

90 2.a. The obligation under subparagraph 1. shall include
91| only that anmount of each covered claimwhich is in excess of

92| $100 and is |l ess than $300, 000, except with respect to policies
93| covering condom ni um associ ati ons or honeowners' associ ati ons,
94| which associations have a responsibility to provide insurance
95| coverage on residential units within the association, the

96| obligation shall include that anount of each covered property
97| insurance claimwhich is |less than $100,000 nmultiplied by the
98| nunber of condom niumunits or other residential units; however,
99| as to honmeowners' associations, this sub-subparagraph

100| subparagraph applies only to clains for danmage or loss to
101| residential units and structures attached to residential units.

102 b. Notw thstandi ng sub-subparagraph a., the associ ation

103| has no obligation to pay covered clains that are to be paid from

104| the proceeds of bonds issued under s. 631.695. However, the

105| association shall cause energency assessnents to be made under

106| paragraph (3)(e) for such covered clains, and such energency

107| assessnents shall be assigned and pl edged under paragraph (3)(e)

108| to or on behalf of the issuer of such bonds for the benefit of

109 the holders of such bonds. The associ ation shall adm nister any

110 such covered clains and present valid covered clains for paynment

111 in accordance with the provisions of the assistance programin

112| connection with whi ch such bonds have been issued.
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113 3. In no event shall the association be obligated to a
114| policyholder or claimant in an anount in excess of the

115| obligation of the insolvent insurer under the policy from which
116 the claim arises.

117 (2) The association may:

118 (d) Negotiate and becone a party to such contracts as are

119| necessary to carry out the purpose of this part. Additionally,

120| the association may enter into such contracts with a

121| nunicipality or county or such |legal entity created pursuant to

122 s. 163.01(7)(g) as are necessary in order for the nunicipality

123| or county or such legal entity to i ssue bonds under s. 631. 695.

124| 1n connection with the i ssuance of any such bonds and the

125 entering into of any such necessary contracts, the association

126 may agree to such terns and conditions as the associ ati on deens

127| necessary and proper.
128 (3)

129 (e)l.a. In addition to assessnents ot herw se authorized in

130 paragraph (a) and to the extent necessary to secure the funds

131| for the account specified ins. 631.55(2)(c), or toretire

132| indebtedness, including, without limtation, the principal,

133| redenption premium if any, and interest on, and rel ated costs

134| of issuance of, bonds issued under s. 631.695, and the funding

135 of any reserves and ot her paynents required under the bond

136| resolution or trust indenture pursuant to which such bonds have

137| been issued, the departnent, upon certification of the board of

138| directors, shall |evy energency assessnents upon insurers

139| holding a certificate of authority as set forth in this

140| paragraph. The energency assessnments payabl e under this
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141| paragraph by any insurer shall not exceed in any single year

142| nore than 2 percent of that insurer's direct witten prem uns,

143| net of refunds, in this state during the precedi ng cal endar year

144 for the kinds of insurance within the account specified in s.
145| 631.55(2)(c).

146 b. Any energency assessnents authorized under this

147| paragraph shall be levied by the departnent upon insurers

148| referred to in sub-subparagraph a., upon certification as to the

149| need for such assessnents by the board of directors, in each

150| year that bonds issued under s. 631.695 are outstanding, in such

151| anpunts up to such 2-percent limt as required in order to

152| provide for the full and tinely paynent of the principal,

153 redenption premum if any, and interest on, and rel ated costs

154| of issuance of bonds issued under s. 631.695. The energency

155| assessnents provided for in this paragraph are assigned and

156 pledged to the nunicipality, county, or legal entity issuing
157 bonds under s. 631.695 for the benefit of the hol ders of such

158 bonds in order to enable such nunicipality, county, or |egal

159| entity to provide for the paynent of the principal, redenption

160| premium if any, and interest on such bonds, the cost of

161| issuance of such bonds, and the funding of any reserves and

162| other paynents required under the bond resolution or trust

163| indenture pursuant to which such bonds have been issued, wi thout

164| the necessity of any further action by the association, the

165| departnent, or any other party. To the extent bonds are issued

166 under s. 631.695, the proceeds of energency assessnents | evied

167| wunder this paragraph shall be remtted directly to and
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168| adm nistered by the trustee or custodi an appoi nted for such
169| bonds.

170 c. Energency assessnents under this paragraph may be

171| payable in a single paynent or, at the option of the

172| association, payable in 12 nonthly installnents with the first

173| installnent due and payable at the end of the nonth after an

174| energency assessnent is |levied and subsequent install nents being

175| due not |later than the end of each succeedi ng nonth.

176 d. The association shall issue an annual report on the

177| status of the use of the bond proceeds as related to

178| insolvencies caused by hurricanes. The report nust contain the

179 nunber and anount of clains paid. The association shall al so

180| include an analysis of the revenue generated fromthe additional

181| assessnent |evied under this paragraph. The associ ati on shal

182 submt a copy of the report to the President of the Senate, the

183| Speaker of the House of Representatives, and the Chief Financia

184 Oficer within 90 days after the end of each cal endar year in

185 whi ch bonds were out standi ng.

186 2. In order to ensure that insurers paying energency

187| assessnents |evied under this paragraph continue to charge rates

188 that are not inadequate or excessive, within 90 days after being

189| notified of such assessnents, each insurer that is to be

190| assessed pursuant to this paragraph shall nmake a rate filing for

191| coverage included within the account specified in s.
192| 631.55(2)(c) and for which rates are required to be filed under
193 s. 627.062. If the filing reflects a rate change that, as a

194| percentage, is equal to the difference between the rate of such

195 assessnent and the rate of the previous year's assessnent under
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196| this paragraph, the filing shall consist of a certification so

197| stating and shall be deened approved when nade. Any rate change

198| of a different percentage shall be subject to the standards and
199| procedures of s. 627.062.
200 3. An annual assessnent under this paragraph shal

201| continue until the bonds issued with respect to which the

202| assessnent was i nposed are outstanding, including any bonds the

203| proceeds of which were used to refund bonds issued pursuant to

204| s. 631.695, unl ess adequate provision has been nade for the

205| paynent of the bonds under the docunents authorizing the

206 i ssuance of such bonds.

207 4. Energency assessnents under this paragraph are not

208| premumand are not subject to the premumtax, any fees, or any

209| commissions. An insurer is liable for all energency assessnments

210| that the insurer collects and nust treat the failure of an

211| insured to pay an energency assessnent as a failure to pay the

212 premum An insurer is not liable for uncollectible energency

213 assessnents.

214 Section 3. Section 631.695, Florida Statutes, is created
215| to read:
216 631. 695 Revenue bond i ssuance through counties or

217| municipalities.--

218 (1) The Legislature finds:
219 (a) The potential for w despread and nassi ve danage to
220| persons and property caused by hurricanes nmaking |andfall in

221| this state can generate insurance clainms of such a nunber as to

222| render nunerous insurers operating within this state insol vent

223| and therefore unable to satisfy covered cl ai ns.
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224 (b) The inability of insureds within this state to receive

225| paynent of covered clains or to receive such paynent on a tinely

226| basis creates financial and other hardshi ps for such insureds

227| and places undue burdens on the state, the affected units of

228| local governnent, and the community at |arge.

229 (c) In addition, the failure of insurers to pay covered

230| clains or to pay such clains on a tinely basis due to the

231| insolvency of such insurers can underm ne the public's

232| confidence in insurers operating within this state, thereby

233| adversely affecting the stability of the insurance industry in
234| this state.
235 (d) The state has previously taken action to address these

236| problens by adopting the Florida | nsurance Guaranty Associ ation

237| Act, which, anong other things, provides a nechanismfor the

238| paynent of covered clains under certain insurance policies to

239| avoid excessive delay in paynent and to avoid financial |oss to

240| claimants or policyhol ders because of the insolvency of an

241| insurer.
242 (e) In the wake of the unprecedented destruction caused by
243| various hurricanes that have nade | andfall in this state, the

244 resultant covered clains, and the nunmber of insurers rendered

245| insolvent thereby, it is evident that alternative prograns nust

246| be developed to allow the Florida | nsurance Guaranty

247| Association, Inc., to nore expeditiously and effectively provide

248| for the paynent of covered cl ai ns.

249 (f) It is therefore deternined to be in the best interests

250 of, and necessary for, the protection of the public health,

251| safety, and general welfare of the residents of this state, and
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252| for the protection and preservation of the economc stability of

253| insurers operating in this state, and it is declared to be an

254| essential public purpose, to pernit certain nunicipalities and

255 counties to take such actions as wll provide relief to

256| claimants and policyhol ders havi ng covered cl ai n6 agai nst

257| insolvent insurers operating in this state by expediting the

258| handling and paynent of covered clai ns.

259 (g) To achieve the foregoing purposes, it is proper to

260| authorize nmunicipalities and counties of this state

261| substantially affected by the landfall of a category 1 or

262| greater hurricane to issue bonds to assist the Florida | nsurance

263| Guaranty Association, Inc., in expediting the handling and

264| paynent of covered clainms of insolvent insurers.

265 (h) In order to avoid the needl ess and indiscrimnate

266| proliferation, duplication, and fragnentation of such assistance

267| prograns, it is in the best interests of the residents of this

268| state to authorize nunicipalities and counties severely affected

269| by a category 1 or greater hurricane to provide for the paynent

270| of covered clains beyond their territorial limts in the

271| inplenentation of such prograns.

272 (i) It is a paranmount public purpose for nmunicipalities

273| and counties substantially affected by the |andfall of a

274| category 1 or greater hurricane to be able to i ssue bonds for

275| the purposes described in this section. Such issuance shal

276| provide assistance to citizens located within said

277| nmunicipalities and counties, as well as to other residents of
278| this state.

Page 10 of 14

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



F L ORI D A H O U S E O F R EPRESENTATI V E S

HB 1451 2005

279 (2) The governing body of any nunicipality or county the

280| residents of which have been substantially affected by a

281| category 1 or greater hurricane nay i ssue bonds to fund an

282| assistance programin conjunction with, and wth the consent of,

283| the Florida Insurance Guaranty Association, Inc., for the

284| purpose of paying claimants' or policyhol ders' covered clains as

285| defined in s. 631.54 arising through the insolvency of an

286| insurer, which insolvency is determ ned by the Florida | nsurance

287| CQuaranty Association, Inc., to have been a result of a category

288| 1 or greater hurricane, regardl ess of whether such claimants or

289| policyhol ders are residents of such nunicipality or county or

290 the property to which such claimrelates is |ocated within or

291| outside the territorial jurisdiction of such nmunicipality or

292| county. The power of a nunicipality or county to i ssue bonds as

293| described in this sectionis in addition to any powers granted

294 by |aw and may not be abrogated or restricted by any provisions

295| in such nunicipality's or county's charter. A nunicipality or

296| county issuing bonds for this purpose shall enter into such

297| contracts with the Florida |Insurance Guaranty Association, Inc.,

298| or any entity acting on behalf of the Florida Insurance Guaranty

299| Association, Inc., as are necessary to i nplenent the assistance

300| program Any bonds issued by a nunicipality or county or

301| conbination thereof under this subsection shall be payable from

302| and secured by noneys received by or on behalf of the

303| nunicipality or county from energency assessnents |evied under
304| s. 631.57(3)(e) and assigned and pl edged to or on behalf of the

305| nunicipality or county for the benefit of the holders of such

306| bonds in connection with such assi stance program The funds,
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307 credit, property, and taxing power of the state or any

308| nunicipality or county shall not be pledged for the paynent of
309| such bonds.
310 (3) Bonds may be validated by such municipality or county

311| pursuant to chapter 75. The proceeds of such bonds nay be used

312| to pay covered clains of insolvent insurers; to refinance or

313| replace previously existing borrow ngs or financial

314| arrangenents; to pay interest on bonds; to fund reserves for the

315 bonds; to pay expenses incident to the i ssuance or sale of any

316| bond issued under this section, including costs of validating,

317 printing, and delivering the bonds, costs of printing the

318| official statenent, costs of publishing notices of sale of the

319| bonds, costs of obtaining credit enhancenent or liquidity

320| support, and related adm ni strati ve expenses; or for such other

321| purposes related to the financial obligations of the fund as the

322| association may determ ne. The term of the bonds may not exceed

323| 30 years.
324 (4) The state covenants with hol ders of bonds of the

325| assistance programthat the state will not take any action which

326 will have a materi al adverse affect on such holders and will not

327| repeal or abrogate the power of the board of directors of the

328| association to direct the Ofice of Insurance Regulation to | evy

329| the assessnents and to collect the proceeds of the revenues

330| pledged to the paynent of such bonds as | ong as any such bonds

331| remmin outstandi ng unl ess adequate provision has been nade for

332| the paynent of such bonds pursuant to the docunents authorizing

333| the issuance of such bonds.
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334 (5) The acconplishnent of the authorized purposes of such

335| nunicipality or county under this sectionis in all respects for

336| the benefit of the people of the state, for the i ncrease of

337 their commerce and prosperity, and for the i nprovenent of their

338| health and living conditions. Such nunicipality or county, in

339| perform ng essential governnmental functions in acconplishing its

340| purposes, is not required to pay any taxes or assessnments of any

341| kind whatsoever upon any property acquired or used by the county

342 or municipality for such purposes or upon any revenues at any

343| tinme received by the county or nunicipality. The bonds, notes,

344| and ot her obligations of such nmunicipality or county, and the

345| transfer of and i ncome from such bonds, notes, and other

346| obligations, including any profits nade on the sale of such

347| bonds, notes, and other obligations, are exenpt fromtaxation of

348| any kind by the state or by any political subdivision or other

349| agency or instrunentality of the state. The exenption granted in

350 this subsection is not applicable to any tax inposed by chapter

351| 220 on interest, incone, or profits on debt obligations owned by

352| corporations.

353 (6) Two or nore nmunicipalities or counties the residents

354| of which have been substantially affected by a category 1 or

355| greater hurricane nay create a legal entity pursuant to s.

356| 163.01(7)(g) to exercise the powers described in this section as

357 well as those powers granted in s. 163.01(7)(g). Reference in

358| this section to a nunicipality or county includes such | egal
359| entity.
360 Section 4. No provision of s. 631.57 or s. 166.111,

361| Florida Statutes, shall be repealed until such tinme as the
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362| principal, redenption premium if any, and interest on all bonds

363| issued under s. 166.111, Florida Statutes, payable and secured

364| from assessnents | evied under s. 631.57(3)(e), Florida Statutes,

365| have been paid in full or adequate provision for such paynent

366| has been made in accordance with the bond resolution or trust

367| 1ndenture pursuant to which such bonds were issued.

368 Section 5. If any provision of this act or the application

369| thereof to any person or circunstance is held invalid, the

370| invalidity shall not affect other provisions or applications of

371| the act which can be given effect without the invalid provision

372| or application, and to this end the provisions of this act are

373| decl ared severabl e.

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