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LEGISLATIVE ACTION

Senate . House

Floor: 12/F/2R
04/27/2009 04:39 PM

Senators Fasano, Crist, Storms, and Lynn moved the following:

Senate Amendment (with title amendment)

Delete lines 110 - 662
and insert:

Section 1. Paragraph (e) of subsection (2), paragraphs (b),
(c), and (d) of subsection (4), and subsection (17) of section
215.555, Florida Statutes, are amended to read:

215.555 Florida Hurricane Catastrophe Fund.—

(2) DEFINITIONS.—As used in this section:

(e) “Retention” means the amount of losses below which an
insurer is not entitled to reimbursement from the fund. An

insurer’s retention shall be calculated as follows:
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1. The board shall calculate and report to each insurer the
retention multiples for that year. For the contract year
beginning June 1, 2005, the retention multiple shall be equal to
$4.5 billion divided by the total estimated reimbursement
premium for the contract year; for subsequent years, the
retention multiple shall be equal to $4.5 billion, adjusted
based upon the reported exposure from the prior contract year to
reflect the percentage growth in exposure to the fund for
covered policies since 2004, divided by the total estimated
reimbursement premium for the contract year. Total reimbursement
premium for purposes of the calculation under this subparagraph
shall be estimated using the assumption that all insurers have

selected the 90-percent coverage level. In 2010, the contract

year begins June 1 and ends December 31, 2010. In 2011 and

thereafter, the contract year begins January 1 and ends December
31.

2. The retention multiple as determined under subparagraph
1. shall be adjusted to reflect the coverage level elected by
the insurer. For insurers electing the 90-percent coverage
level, the adjusted retention multiple is 100 percent of the
amount determined under subparagraph 1. For insurers electing
the 75-percent coverage level, the retention multiple is 120
percent of the amount determined under subparagraph 1. For
insurers electing the 45-percent coverage level, the adjusted
retention multiple is 200 percent of the amount determined under
subparagraph 1.

3. An insurer shall determine its provisional retention by
multiplying its provisional reimbursement premium by the

applicable adjusted retention multiple and shall determine its
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actual retention by multiplying its actual reimbursement premium
by the applicable adjusted retention multiple.

4. For insurers who experience multiple covered events
causing loss during the contract year, beginning June 1, 2005,
each insurer’s full retention shall be applied to each of the
covered events causing the two largest losses for that insurer.
For each other covered event resulting in losses, the insurer’s
retention shall be reduced to one-third of the full retention.
The reimbursement contract shall provide for the reimbursement
of losses for each covered event based on the full retention

with adjustments made to reflect the reduced retentions on or

after January 1 of the contract year provided the insurer
reports its losses as specified in the reimbursement contract.

(4) REIMBURSEMENT CONTRACTS.—

(b)1. The contract shall contain a promise by the board to
reimburse the insurer for 45 percent, 75 percent, or 90 percent
of its losses from each covered event in excess of the insurer’s
retention, plus 5 percent of the reimbursed losses to cover loss
adjustment expenses.

2. The insurer must elect one of the percentage coverage
levels specified in this paragraph and may, upon renewal of a
reimbursement contract, elect a lower percentage coverage level
if no revenue bonds issued under subsection (6) after a covered
event are outstanding, or elect a higher percentage coverage
level, regardless of whether or not revenue bonds are
outstanding. All members of an insurer group must elect the same
percentage coverage level. Any joint underwriting association,
risk apportionment plan, or other entity created under s.

627.351 must elect the 90-percent coverage level.
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3. The contract shall provide that reimbursement amounts
shall not be reduced by reinsurance paid or payable to the
insurer from other sources.

4. Notwithstanding any other provision contained in this
section, the board shall make available to insurers that
purchased coverage provided by this subparagraph in 2008 2664,
insurers qualifying as limited apportionment companies under s.
627.351(6) (c), and insurers that have been approved to
participate in the Insurance Capital Build-Up Incentive Program
pursuant to s. 215.5595 a contract or contract addendum that
provides an additional amount of reimbursement coverage of up to
$10 million. The premium to be charged for this additional
reimbursement coverage shall be 50 percent of the additional
reimbursement coverage provided, which shall include one prepaid
reinstatement. The minimum retention level that an eligible
participating insurer must retain associated with this

additional coverage layer 1is 30 percent of the insurer’s surplus

as of December 31, 2008 Beeember33+—2607. This coverage shall

be in addition to all other coverage that may be provided under
this section. The coverage provided by the fund under this
subparagraph shall be in addition to the claims-paying capacity
as defined in subparagraph (c)l., but only with respect to those
insurers that select the additional coverage option and meet the
requirements of this subparagraph. The claims-paying capacity
with respect to all other participating insurers and limited
apportionment companies that do not select the additional
coverage option shall be limited to their reimbursement
premium’s proportionate share of the actual claims-paying

capacity otherwise defined in subparagraph (c)l. and as provided
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for under the terms of the reimbursement contract. The optional

coverage retention as specified shall be accessed before the

mandatory coverage under the reimbursement contract, but once

the limit of coverage selected under this option is exhausted,

the insurer’s retention under the mandatory coverage will apply.

This coverage will apply and be paid concurrently with mandatory
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thissubparagraph+ This subparagraph expires on January 1, 2012
May—31—20665.
(c)1l.

of the board with respect to all contracts covering a particular

H
H

The contract shall also provide that the obligation

contract year shall not exceed the actual claims-paying capacity
of the fund up to a limit of $15 billion for that contract year
adjusted based upon the reported exposure from the prior
contract year to reflect the percentage growth in exposure to
the fund for covered policies since 2003, provided the dollar
growth in the limit may not increase in any year by an amount
greater than the dollar growth of the balance of the fund as of
December 31, less any premiums or interest attributable to
optional coverage, as defined by rule which occurred over the

prior calendar year.

2. In May befere—the start—eof the vpecoming contract—year
and +» October of duwring the contract year, the board shall
publish in the Florida Administrative Weekly a statement of the

fund’s estimated borrowing capacity, the fund’s estimated

claims-paying capacity, and the projected balance of the fund as

the board

of December 31. After the end of each calendar year,
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shall notify insurers of the estimated borrowing capacity, the

fund’s estimated claims-paying capacity, and the balance of the

fund as of December 31 to provide insurers with data necessary
to assist them in determining their retention and projected
payout from the fund for loss reimbursement purposes. In
conjunction with the development of the premium formula, as
provided for in subsection (5), the board shall publish factors
or multiples that assist insurers in determining their retention
and projected payout for the next contract year. For all
regulatory and reinsurance purposes, an insurer may calculate
its projected payout from the fund as its share of the total
fund premium for the current contract year multiplied by the sum
of the projected balance of the fund as of December 31 and the
estimated borrowing capacity for that contract year as reported
under this subparagraph.

(d)1. For purposes of determining potential liability and
to aid in the sound administration of the fund, the contract
shall require each insurer to report such insurer’s losses from
each covered event on an interim basis, as directed by the
board. The contract shall require the insurer to report to the
board no later than December 31 of each year, and quarterly
thereafter, its reimbursable losses from covered events for the
year. The contract shall require the board to determine and pay,
as soon as practicable after receiving these reports of
reimbursable losses, the initial amount of reimbursement due and
adjustments to this amount based on later loss information. The
adjustments to reimbursement amounts shall require the board to
pay, or the insurer to return, amounts reflecting the most

recent calculation of losses.
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158 2. In determining reimbursements pursuant to this

159 subsection, the contract shall provide that the board shall pay
160 to each insurer such insurer’s projected payout, which is the
161 amount of reimbursement it is owed, up to an amount equal to the
162 insurer’s share of the actual premium paid for that contract

163 year, multiplied by the actual claims-paying capacity available
164 for that contract year.

165 3. The board may reimburse insurers for amounts up to the

166| published factors or multiples for determining each

167| participating insurer’s retention and projected payout derived

168 as a result of the development of the premium formula in those

169 situations in which the total reimbursement of losses to such

170 insurers would not exceed the estimated claims-paying capacity

171 of the fund. Otherwise, such factors or multiples may be reduced

172 among all insurers to reflect the estimated claims-paying

173 capacity.

174 (17) TEMPORARY INCREASE IN COVERAGE LIMIT OPTIONS.—
175 (a) Findings and intent.—

176 1. The Legislature finds that:

177 a. Because of temporary disruptions in the market for

178 catastrophic reinsurance, many property insurers were unable to
179| procure sufficient amounts of reinsurance for the 2006 hurricane
180 season or were able to procure such reinsurance only by

181 incurring substantially higher costs than in prior years.

182 b. The reinsurance market problems were responsible, at

183 least in part, for substantial premium increases to many

184 consumers and increases in the number of policies issued by

185 Citizens Property Insurance Corporation.

186 c. It is likely that the reinsurance market disruptions
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will not significantly abate prior to the 2007 hurricane season.
2. It is the intent of the Legislature to create options
for insurers to purchase a temporary increased coverage limit
above the statutorily determined limit in subparagraph (4) (c)1l.,
applicable for the 2007, 2008, =ad 2009, 2010, 2011, 2012, and

2013 hurricane seasons, to address market disruptions and enable
insurers, at their option, to procure additional coverage from
the Florida Hurricane Catastrophe Fund.

(b) Applicability of other provisions of this section.—All
provisions of this section and the rules adopted under this
section apply to the coverage created by this subsection unless
specifically superseded by provisions in this subsection.

(c) Optional coverage.—For the contract year commencing
June 1, 2007, and ending May 31, 2008, the contract year
commencing June 1, 2008, and ending May 31, 2009, and the
contract year commencing June 1, 2009, and ending May 31, 2010,

the contract year commencing June 1, 2010, and ending December

31, 2010, the contract year commencing January 1, 2011, and

ending December 31, 2011, the contract year commencing January

1, 2012, and ending December 31, 2012, and the contract year

commencing January 1, 2013, and ending December 31, 2013, the

board shall offer, for each of such years, the optional coverage
as provided in this subsection.

(d) Additional definitions.—As used in this subsection, the
term:

1. “FHCF” means Florida Hurricane Catastrophe Fund.

2. “FHCF reimbursement premium” means the premium paid by
an insurer for its coverage as a mandatory participant in the

FHCF, but does not include additional premiums for optional
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3. “Payout multiple” means the number or multiple created

coverages.

by dividing the statutorily defined claims-paying capacity as
determined in subparagraph (4) (c)l. by the aggregate
reimbursement premiums paid by all insurers estimated or
projected as of calendar year-end.

4. “TICL” means the temporary increase in coverage limit.

5. “TICL options” means the temporary increase in coverage
options created under this subsection.

6. “TICL insurer” means an insurer that has opted to obtain
coverage under the TICL options addendum in addition to the
coverage provided to the insurer under its FHCF reimbursement
contract.

7. “TICL reimbursement premium” means the premium charged
by the fund for coverage provided under the TICL option.

8. “TICL coverage multiple” means the coverage multiple
when multiplied by an insurer’s reimbursement premium that
defines the temporary increase in coverage limit.

9. “TICL coverage” means the coverage for an insurer’s
losses above the insurer’s statutorily determined claims-paying
capacity based on the claims-paying limit in subparagraph
(4) (c)1., which an insurer selects as its temporary increase in
coverage from the fund under the TICL options selected. A TICL
insurer’s increased coverage limit options shall be calculated
as follows:

a. The board shall calculate and report to each TICL
insurer the TICL coverage multiples based on 12 options for
increasing the insurer’s FHCF coverage limit. Each TICL coverage

multiple shall be calculated by dividing $1 billion, $2 billion,
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$3 billion, $4 billion, $5 billion, $6 billion, $7 billion, $8
billion, $9 billion, $10 billion, $11 billion, or $12 billion by
the total estimated aggregate FHCF reimbursement premiums for

the 2007-2008 contract year, and the 2008-2009 contract year+

A+ 20002071 N ~~rd o~ 7o 3
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b. For the 2009-2010 contract year, the board shall

=
T

calculate and report to each TICL insurer the TICL coverage

multiples based on 10 options for increasing the insurer’s FHCF

coverage limit. Each TICL coverage multiple shall be calculated
by dividing $1 billion, $2 billion, $3 billion, $4 billion, $5
billion, $6 billion, $7 billion, $8 billion, $9 billion, and $10

billion by the total estimated aggregate FHCF reimbursement

premiums for the 2009-2010 contract year.

c. For the contract year beginning June 1, 2010, and ending

December 31, 2010, the board shall calculate and report to each

TICL insurer the TICL coverage multiples based on eight options

for increasing the insurer’s FHCF coverage limit. Each TICL

coverage multiple shall be calculated by dividing $1 billion, $2
billion, $3 billion, $4 billion, $5 billion, $6 billion, $7
billion, and $8 billion by the total estimated aggregate FHCF

reimbursement premiums for the contract year.

d. For the 2011 contract year, the board shall calculate

and report to each TICL insurer the TICL coverage multiples

based on six options for increasing the insurer’s FHCF coverage

limit. Each TICL coverage multiple shall be calculated by
dividing $1 billion, $2 billion, $3 billion, $4 billion, S5
billion, and $6 billion by the total estimated aggregate FHCF

reimbursement premiums for the 2011 contract year.

e. For the 2012 contract year, the board shall calculate
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and report to each TICL insurer the TICL coverage multiples

based on four options for increasing the insurer’s FHCF coverage

limit. Each TICL coverage multiple shall be calculated by
dividing $1 billion, $2 billion, $3 billion, and $4 billion by

the total estimated aggregate FHCF reimbursement premiums for

the 2012 contract year.
f. For the 2013 contract year, the board shall calculate

and report to each TICL insurer the TICL coverage multiples

based on two options for increasing the insurer’s FHCF coverage

limit. Each TICL coverage multiple shall be calculated by

dividing $1 billion and $2 billion by the total estimated

aggregate FHCF reimbursement premiums for the 2013 contract

year.

g. b+ The TICL insurer’s increased coverage shall be the
FHCF reimbursement premium multiplied by the TICL coverage
multiple. In order to determine an insurer’s total limit of
coverage, an insurer shall add its TICL coverage multiple to its
payout multiple. The total shall represent a number that, when
multiplied by an insurer’s FHCF reimbursement premium for a
given reimbursement contract year, defines an insurer’s total
limit of FHCF reimbursement coverage for that reimbursement
contract year.

10. “TICL options addendum” means an addendum to the
reimbursement contract reflecting the obligations of the fund
and insurers selecting an option to increase an insurer’s FHCF
coverage limit.

(e) TICL options addendum.—

1. The TICL options addendum shall provide for

reimbursement of TICL insurers for covered events occurring
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between June 1, 2007, and May 31, 2008, and between June 1,
2008, and May 31, 2009, er between June 1, 2009, and May 31,
2010, between June 1, 2010, and December 31, 2010, between

January 1, 2011, and December 31, 2011, between January 1, 2012,

and December 31, 2012, or between January 1, 2013, and December

31, 2013, in exchange for the TICL reimbursement premium paid
into the fund under paragraph (f). Any insurer writing covered
policies has the option of selecting an increased limit of
coverage under the TICL options addendum and shall select such
coverage at the time that it executes the FHCF reimbursement
contract.

2. The TICL addendum shall contain a promise by the board
to reimburse the TICL insurer for 45 percent, 75 percent, or 90
percent of its losses from each covered event in excess of the
insurer’s retention, plus 5 percent of the reimbursed losses to
cover loss adjustment expenses. The percentage shall be the same
as the coverage level selected by the insurer under paragraph
(4) (b) .

3. The TICL addendum shall provide that reimbursement
amounts shall not be reduced by reinsurance paid or payable to
the insurer from other sources.

4. The priorities, schedule, and method of reimbursements
under the TICL addendum shall be the same as provided under
subsection (4).

(f) TICL reimbursement premiums.—Each TICL insurer shall
pay to the fund, in the manner and at the time provided in the
reimbursement contract for payment of reimbursement premiums, a
TICL reimbursement premium determined as specified in subsection

(5) .

Page 12 of 14
4/27/2009 4:43:00 PM 11-05883-09




332
333
334
335
336
337
338
339
340
341
342
343
344
345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360

Florida Senate - 2009
Bill No. CS for CS for SB 1950

SENATOR AMENDMENT

NN ==

(g) Effect on claims-paying capacity of the fund.—For the
2007, 2008, amd June
2011, 2012,

contract terms commencing June 1, June 1,

1, 2009, June 1, 2010, and

2013,

January 1, January 1,

January 1, the program created by this subsection shall

increase the claims-paying capacity of the fund as provided in
(4) (c) 1.
shall depend on the TICL coverage options selected and the

subparagraph by an amount not to exceed $12 billion and

number of insurers that select the TICL optional coverage. The
additional capacity shall apply only to the additional coverage
provided under the TICL options and shall not otherwise affect
any insurer’s reimbursement from the fund if the insurer chooses
not to select the temporary option to increase its limit of

coverage under the FHCF.
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361| And the title is amended as follows:
362 Delete lines 22 - 24

363| and insert:

364

365| Hurricane Catastrophe Fund; authorizing the State
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