D ecem ber 7 , 20 0 6

Preparing forSpecialSession

Florida House
M em b ers get a
C rash C ourse in
Prop erty
In suran ce
Florida House SpeakerM arco
Rubio called a three-day
Conference on Property
Insurance this week to educate
new representatives and
provide background inform ation on issues like the nature ofcatastrophic
storm s,the history ofthe property and casualty insurance industry,and the
econom ics behind the insurance m arket.
In anticipation of a January Special
Legislative Session, H ouse Speaker M arco
Rubio (R-M iam i) scrapped a planned week
of com m ittee m eetings, opting instead to
educate newly elected representatives about
the workings of Florida’s volatile property
insurance m arket. M onday’s program
opened with a tinge of partisan positioning,
but by W ednesday’s “idea” segm ent, H ouse
m em bers seem ed to be walking in better
tandem about what the end results should
be, but not necessarily how to achieve them .

H ouse M inority Leader D an Gelber (D -M iam i
Beach) com plim ented the Speaker on
W ednesday for a program that was done in
a “high-m inded” way.
The cost of property insurance in Florida has
increased dram atically following the bashing
nature of the 20 0 4 and 20 0 5 hurricane
seasons. The state-created insurer of last
resort, Citizens Property Insurance
Corporation, has swelled to becom e the
state’s largest carrier as private carriers try
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and m inim ize their risk following losses of
over $ 35 billion.

can intercept the issue, prem ium s will further
soar throughout 20 0 7 .

Rep. D on Brown (R-D efuniak Springs) is
handling the issue in the Florida H ouse in his
capacity as the new chairm an of the H ouse
Council on Jobs and Entrepreneurship.
Brown told his fellow H ouse m em bers that
the reaction of Florida’s insurance m arket
was sim ilar in nature to the post-H urricane
A ndrew period in the m id-nineties.

Current prem ium increases team ed with
higher property tax assessm ents, which
together com prise an escrow paym ent, have
Tallahassee leaders extrem ely concerned
about the future of the state’s otherwise
robust econom y. Escalating costs have
dram atically im pacted businesses’ ability to
attract and recruit talent to Florida, and the
state has begun to lose citizens who can not
afford to start or m aintain a hom e.

Florida’s geographic vulnerability to
catastrophic storm s is the bottom line reason
we are in this situation, he said. “Florida is
a m oney losing return for insurers,” he
continued. “Capital investors take their
m oney where they can get the best return.”

"Floridians cannot withstand another hike in
property insurance costs," said Senator Jeff
A twater (R-W est Pam Beach). "The dream of
the young Florida fam ily wishing to buy a
house is rapidly disappearing. Retired
Floridians, despite every heroic effort they
are m aking, now fear the prospects of giving
up their hom e."

Right now, that is not in Florida.
Brown continued by saying that Florida has
becom e known as the m ost regulatory
intense state in the nation. W e have to look
at whether over-regulation works to our
benefit or our detrim ent. Florida presents
m any im pedim ents to com panies who are
here and those that m ight otherwise be here
if not for over regulation.

Those concerns were echoed Tuesday by
incom ing CFO A lex Sink in rem arks before
the H ouse. Speaking about a statutorily
m andated prem ium increase by Citizens
Property Insurance Corporation, she said,
“… we are in a situation where if the rate
increases as proposed we are going to
destroy our econom y."

Political Pressure M oun tin g
Florida’s political leaders find them selves in
a particularly dicey situation because, aside
from direct reim bursem ent to hom eowners,
there are few, if any, legislative options that
will result in im m ediate relief to rising
prem ium s. That reality is especially difficult
for newly elected freshm en, m any of whom
cam paigned on a prom ise of relief.

State leaders expect little or no help from
W ashington, leaving the state to resolve its
own problem .
Th e G overn or’s Plan
Governor Jeb Bush pulled together a Florida
Property and Casualty Insurance Reform
Com m ittee earlier this year to m ake
recom m endations about how to solve the
problem . The report released by the
com m ittee, which was chaired by Lt.
Governor Toni Jennings, is the basis of a bill
that will be considered during January’s
Special Session. Recom m endations fall into
five generalcategories:

The cost to purchase property insurance
quickly accelerated to the num ber one
concern am ong citizens and business owners
following the close of the 20 0 6 Legislative
Session. A nd it gets worse. A ssessm ents for
20 0 5 losses have yet to be levied and paid
by policyholders. So, unless policym akers
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Regulation to require com panies to re-file
rates that reflect savings and delve into the
collateral requirem ents for reinsurance
com panies.

1 . Provide for transparency of the policy
and give consum ers m ore options.
2. Establish a uniform building code
throughout the state and elim inate the
“panhandle exem ption” to the current
building code.

W hether an idea that creates m ore
governm ent can pass a H ouse of
Representatives dom inated by Republicans is
doubtful, at least as the proposal is currently
written.

3. Enhance the construction m itigation
program and increase the benefits to
hom eowners who participate.
4. O pen Citizens Property Insurance
Corporation up to full coverage.

C om in g Togeth er
A story by A lex Leary appearing in the St.
Petersburg Tim es reported that by the end of
the day W ednesday, Republicans indicated
a consensus had been reached in three
areas, including an opt-out provision for
certain coverage, increased deductibles, and
m easures to m ake the purchase of
reinsurance by insurance com panies easier.

5. Create m arket incentives, including
tax incentives.

V aryin g House Ideas
The H ouse D em ocratic Caucus led by Rep.
D an Gelber wants to create a “Rate
Reduction Authority” under the Joint
Legislative A uditing Com m ittee. The
authority would be “incredibly powerful”
and have broad executive authority with a
purpose to “save the citizens” and to
m eaningfully reduce prem ium s. A uthority
m em bers would be industry experts. Gelber
represented the idea as sim ilar to Franklin D .
Roosevelt’s N ew-D eal program in the postdepression era.

Speaker M arco Rubio told H ouse m em bers
that ideas where a clear consensus of the
H ouse is apparent will be com bined in a bill
to be drafted by the Council on Jobs and
Entrepreneurship. The bill will be used as a
starting point for discussion of the property
insurance issue when the Special Session
convenes January 1 6 .

The D em ocratic plan calls for 30 -day
legislative oversight in relation to decisions,
m eaning there would be a requirem ent for
the Joint Legislative A uditing Com m ittee to
m eet every 30 days. This, Gelber said,
gives the Legislature a m eans to stay
involved during interim periods.

Legislative D ates:
SpecialSession on Property Insurance:
January 16,2007
O rganization Session:
N ovem ber 21 , 20 0 6

The authority would work with the Insurance
Com m issioner to m onitor property insurance
availability, com pany profits, the state’s
catastrophic fund, and reinsurance. The
body would have a statutory authority to act,
Gelber said.

First Day ofRegular Session:
M arch 6 , 20 0 7
Last Day ofRegularSession:
M ay 4, 20 0 7

A s an exam ple, Gelber said the A uthority
could order the O ffice of Insurance
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In suran ce R egulation Services
W e have considerable depth in insurance
regulation with a team of professionals
having experience in the following areas:
• Form ation and licensing of foreign and
dom estic insurers and specialty insurers
• Self-insured licensure for workers’ com pensation
• Ratem aking, including adm inistrative rate
proceedings, judicial proceedings, and rate
arbitration

Lob b yin g & G overn m en t A ffairs Services
O ur focus to client service is long-term , going
beyond the m atter at hand to em erging trends
and opportunities that m ay affect our clients
for m any years to com e.

• Form and product filing approvals
• Statutory accounting, adm itted asset,
diversification and solvency issues
• Residual m arket issues in connection with
catastrophic coverage, residential and
com m ercial property coverage, and
depopulating state residual m arkets

A ggressive Client Representation
W e diligently lobby positions before the
Florida Legislature, the Governor, Cabinet,
and relevant state agencies using substantive
argum ents with a blend of data, political
savvy, and effective com m unication skills.

• Insurance taxation, including prem ium tax,
corporate incom e tax, retaliatory tax, and
special purpose assessm ents
• Issues pertaining to the affiliation of banking
and insurance

W e will identify, track, m onitor, analyze and
sum m arize legislative proposals, political and
policy considerations, as directed and can
assess their im pact on operations.

• A dm inistrative rule challenge proceedings
• M arket conduct investigations and cases
• Representation of com panies and agents
regarding U nfair Trade Practices A ct

W e testify, draft legislation and am endm ents
to legislation, pass or defeat legislative
proposals, and use our extensive political
relationships to advocate client positions.

• M arket exit disputes with regulators
• Solvency and receivership actions against
regulated insurance entities under Chapter
6 31 , Florida Statutes

Extensive Contacts and
Relationships w ith Leadership
W e work daily to m aintain broad
relationships across party lines with the state’s
highest political leaders, from the Governor
and Lt. Governor to the Speaker of the H ouse
and the President of the Senate. O ur clients
have access to this vast network of contacts.

• O ngoing com pliance issues

C on tact U s
Lob b yin g an d G overn m en t A ffairs:
Governor Bob M artinez,
8 1 3.223.7 0 0 0 , Tam pa
Rheb H arbison and M ike O lenick
8 50 .224.1 58 5, Tallahassee

PoliticalConsultation
W e are adept at analyzing the political
players and the issues involved in a particular
situation beforehand. W e provide our clients
with likely scenarios based on current political
winds and help them plan accordingly.

In suran ce R egulation :
K elly Cruz-Brown and Beth V ecchioli
8 50 .224.1 58 5, Tallahassee
Steve Brodie
30 5.530 .0 0 50 , M iam i
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