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Fl orida Senate - 2007 COW TTEE AMENDMENT
Bill No. SB 4-A
Bar code 544104
CHAMBER ACTI ON

Senat e House

Comm  UNFAV
01/17/ 2007 10:42 AM

The Conmittee on Banking and | nsurance (Deutch) recomended

the foll owi ng anendnent:

Senat e Amendment
On page 40, line 24, through

page 50, line 27, delete those |ines

and insert:

(17) TEMPORARY | NCREASE I N COVERAGE LIMT OPTIONS. - -

(a) Findings and intent.--

1. The Legislature finds that:

a. Because of tenporary disruptions in the market for

catastrophi c reinsurance, nmany property insurers were unable

to procure sufficient anpunts of such reinsurance for the 2006

hurri cane season or were able to procure such reinsurance only

by incurring substantially higher costs than in prior years.

b. The reinsurance market problens were responsible,

at least in part, for substantial prenm um.increases to nany

consuners and increases in the nunber of policies issued by

Citizens Property |Insurance Corporation

C. It is likely that the reinsurance narket
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di sruptions will not significantly abate prior to the 2007

hurri cane season.

2. 1t is the intent of the Legislature to create

options for insurers to purchase a tenporary increased

coverage limt above the statutorily determned limt in

subparagraph (4)(c)1., applicable for the 2007 and 2008

hurricane seasons, to address narket disruptions and enabl e

insurers, at their option, to procure additional coverage from

the Florida Hurricane Catastrophe Fund. It is the further

intent of the Legislature to structure this coverage in a

manner that requires insurers to pay premiuns that are

conparable to the premiuns the insurer would have paid for

conpar abl e rei nsurance coverage but for the current energency

in the reinsurance market and also in a nanner that mninzes

subsidies fromthe general public over the |long run by

providing the optional increase in coverage limt for 2 years.

(b) Applicability of other provisions of this

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

under this section apply to the coverage created by this

subsection unless specifically superseded by provisions in

this subsection.

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

subsection, the term

1. "FHCF" neans Florida Hurricane Catastrophe Fund.

2. "FHCF reinbursenent prem um neans the preni um paid

by an insurer for its coverage as a mandatory participant in

t he FHCF, but does not include additional prem uns for

optional coverages.

3. "Payout multiple" neans defined as the nunber or

nultiple created by dividing the statutorily defined

cl ai nB- payi ng capacity as deternined in subparagraph (4)(c)1.
2
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by the aggregate rei nbursenment premuns paid by all insurers

estimated or projected as of cal endar year-end.

4. "TICL" neans the tenporary increase in coverage

limt.

5. "TICL options" neans the tenporary increase in

coverage options created under this subsection.

6. "TICL insurer" neans an insurer that has opted to

obtai n coverage under the TICL options addendumin addition to

the coverage provided to the insurer under its FHCF

rei mhur senent contract.

7. "TICL reinbursenent prem um neans the prenium

charged by the fund for coverage provided under the TICL

option.

8. "TICL coverage nmultiple" neans the coverage

multiple when multiplied by an insurer's reinbursenent prem um

that defines the tenporary increase in coverage limt.

9. "TICL coverage" neans the coverage for an insurer's

| osses above the insurer's statutorily determn ned

cl ai nB- payi ng capacity based on the clains-paying linmt in

subparagraph (4)(c)1., which an insurer selects as its

tenporary increase in coverage fromthe fund under the TICL

options selected. A TICL insurer's increased coverage limt

options shall be calculated as foll ows:

a. The board shall calculate and report to each TICL

insurer the TICL coverage multiples based on three options for

increasing the insurer's FHCF coverage linmt. Each TICL

coverage multiple shall be calculated by dividing $1 billion

52 billion, or $3 billion by the total estimted aggregate

FHCF rei nmbursenent prem uns for the 2007-2008 rei nbur senent

contract year and for the 2008-2009 rei nmbursenent contract

year.
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b. The TICL insurer's increased coverage shall be the

FHCF rei nbursenent premiumnultiplied by the TICL coverage

multiple. In order to determne an insurer's total limt of

coverage, an insurer shall add its TICL coverage nultiple to

its payout multiple. The total shall represent a nunber that,

when nultiplied by an insurer's FHCF reinbursenent prem um for

a _given reinbursenent contract vear, defines an insurer's

total limt of FHCF reinmbursenment coverage for that

rei nbursenent contract vyear

10. "TICL options addenduni neans an addendumto the

rei nbursenent _contract reflecting the obligations of the fund

and i nsurers selecting an option to increase an insurer's FHCF

coverage limt.

(d) TICL options addendum - -

1. The TICL options addendum shall provide for

rei nbursenment of TICL insurers for covered events occurring

bet ween June 1, 2007, and May 31, 2008, and between June 1

2008, and May 31, 2009, in exchange for the TICL reinbursenent

prenmium paid into the fund under paragraph (e). Any insurer

witing covered policies has the option of selecting an

increased |limt of coverage under the TICL options addendum

and shall sel ect such coverage at the tine that it executes

t he FHCF rei nbursenent contract.

2. The TICL addendum shall contain a pronise by the

board to reinburse the TICL insurer for 45 percent, 75

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

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

rei nbursed | osses to cover | oss adjustnent expenses. The

percentage shall be the same as the coverage | evel selected by

the insurer under paragraph (4)(b).

3. The TICL addendum shall provide that reinbursenent
4
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ampunt s shall not be reduced by reinsurance paid or payable to

the insurer from other sources.

4. The priorities, schedule, and nethod of

rei nbursenents under the TICL addendum shall be the sanme as

provi ded under subsection (4).

(e) TICL reinbursenent premuns.--

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

manner _and at the tinme provided in the reinmbursement contract

for paynent of reinbursenent premiuns, a TICL reinbursenent

prem um cal cul ated as specified in this paragraph.

2. Each insurer's TICL premiumshall be cal cul ated

based on the additional |limt of increased coverage that it

selects. Such limt is determined by multiplying the TICL

nul tiple associated with one of the three options tines the

insurer's FHCF reinbursenent prem um_ For the anmpbunt of

i ncreased coverage based on the option of using $1 billion to

derive the TICL multiple, the rate-on-line for such coverage

shall be 20 percent. For the option using $2 billion, the

rate-on-line shall be 17.5 percent and for the option using $3

billion, the rate-on-line shall be 15 percent.

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

the contract terns _commenci ng June 1, 2007, and April 1, 2008,

the programcreated by this subsection shall increase the

cl ai nB- payi ng capacity of the fund as provided in subparagraph

4)(c)1. by an ampunt not to exceed $3 billion dollars and

shal |l depend on the TICL coverage options sel ected and the

nunmber of insurers that select the TICL optional coverage. The

addi tional capacity shall apply only to the additiona

coverage provided under the TICL options and shall not

otherwi se affect any insurer's reinbursenent fromthe fund if

the insurer chooses not to select the tenporary option to
5
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increase its limt of coverage under

COW TTEE AMENDMENT

t he FHCF.

(18) FLORI DA HURRI CANE EXCESS LOSS PROGRAM - -
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