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Property Deductibles and Named Storms:  
FMIT Mitigates Huge Financial Risk to Members 
 
by Tony Scott 
 
Hurricane Michael was one of the strongest storms to affect the United States in 
recorded history. However, it is not just major disasters that can expose Florida 
municipalities to tremendous financial risk. The Florida Municipal Insurance Trust helps 
its members with property coverage reduce their risk during named storm events. 
 
For insurers to maintain financial viability, they must spread their risk. Property 
insurance providers typically do this by recruiting insureds in different geographic 
locations. The goal is to keep one or more large loss events, such as tropical storms 
and hurricanes, from bankrupting the insurer. Unfortunately, powerful hurricanes in the 
1990s and early 2000s caused hundreds of billions of dollars in damage over a 
relatively short time. During this period, many insurers faced tremendous losses, and 
some even went bankrupt due to the large volume of indemnity payments made to their 
insureds.  
 
One method that insurers use to reduce financial risk is through one or more 
deductibles. The most common insurance deductibles in effect during the 1990s and 
early 2000s were applied as either per event/occurrence deductibles or per 
year/aggregate deductibles (also known as “stop-loss” deductibles). Deductible 
amounts varied by policy and ranged from as little as $500 to $100,000 per occurrence 
or per year. Once damages exceeded the deductible amount, the insurer owed the rest 
of the cost to repair damaged property. These deductibles became problematic when 
the volume and intensity of storms caused millions of dollars in damages in excess of 
the deductibles.  
 
As a response to insurers’ losses in the early 2000s, the insurance industry, along with 
several states (including Florida) invoked mandatory Named Storm Deductibles (NSDs). 
Rather than a fixed deductible, NSDs are calculated using the following methodology: 
named storm deductible percent (NSDP) x asset’s scheduled limit = NSD amount. For 
example, using an insured with a 3% NSDP and a building scheduled at a value of one 
million dollars: 0.03 X $1,000,000 = $30,000.00. 
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Assuming the insured has an “all other perils” (AOP) deductible for other types of losses 
of $1,000, the increase to $30,000 during a named storm represents an increase in 
deductible of 2,900%. In the case of members with many scheduled assets, the total 
named storm deductible calculated for all scheduled assets can be in the tens of 
millions of dollars for a single event. It is easy to see why the NSD represents 
significant financial risks after a storm. 
 
FMIT REDUCES MEMBER RISK FROM NAMED STORM DEDUCTIBLES 
 
It is not only Category 5 hurricanes that can cause significant financial risk for trust 
members and all municipalities in Florida. As the NSD is applied to all tropical storms 
and hurricanes, it takes only a small tropical storm to initiate the NSD application. 
 
This was illustrated clearly during Hurricane Irma in 2017. Irma made landfall in the 
Florida Keys and a second landfall around Everglades City.  While not a devastating 
storm, it was large, causing widespread damage to members’ property.  Members were 
left with high NSDs, which were not met due to the lack of severe damages. 
Remembering back to the NSD calculation, the deductible amount doesn’t change 
based upon the severity of the loss. It is calculated as a percentage of the scheduled 
value of the asset, no matter what the damage. 
 
With Irma, FMIT members had hundreds of scheduled buildings that were slightly 
damaged, typically by wind-driven rain passing through gaps in the building structure 
without causing significant physical damage to the building. The damages were enough 
to require drying, demolition and other mitigation of water-affected building materials. 
Without this mitigation, mold would have quickly begun to grow and spread, leading to 
unhealthy buildings and increased recovery costs. Members were on their own to figure 
out how to mitigate slightly damaged buildings that would not meet their NSD. 
 
FMIT quickly identified the position that its members faced and decided, within days of 
Irma’s landfall, to cover the affected buildings for the costly mitigation and stabilization 
services caused by the hurricane. While coverage was limited to scheduled buildings 
and there was a sublimit applied, the incredible thing about this coverage is that it was 
given mid-event, and didn’t require application of the NSD. This allowed members to get 
their buildings dried and stabilized without the large financial exposure of their 
deductible. FMIT saved members millions of dollars in deductibles and additional claims 
costs by practically eliminating the potential for mold. 
 
This coverage was so powerful that it was approved by the FMIT Board of Trustees and 
formally added to the policy under “Extension X. Property Damage Mitigation Coverage” 
(PDMC). This new coverage extension is a great example of how FMIT helps members 
reduce their financial risk due to NSDs. 
 
FMIT DIFFERENCE: MEMBERS’ RESOURCE, ADVOCATE AND PARTNER 
 
FMIT provides the unique, industry-leading coverages and services described above at 

no additional cost to members because it is the right way to support members when 

they need it the most. The typical reactive recovery approach does not benefit members 
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and leads to increased claim costs and a significant delay in returning members to 

business as usual. FMIT’s proactive policy leads to effective response and recovery that 

fulfills the trust’s goal of being your partner for local solutions. 

For more information about the FMIT-Synergy partnership and the Turnkey Recovery 
Program, visit synergyfmit.com. For the trust’s insurance website, visit 
insurance.flcities.com.  
 
Tony Scott is principal, Synergy ID LLC & Synergy NDS, Inc. – FMIT Turnkey Recovery 

Program Managers 
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