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j-q The

purposeofthis LTC isto inform the Mayor andCity Commissionofthe next scheduled meeting

of the Property and Casualty Insurance Reform Committee The Committee was created

by Govemor JebBush and providesaforum todiscuss the problems plaguing the insurance

market and the residents ofthe state as well as to offer recommendationstostabilize

the industry The

committee ischaired by Lieutenant Governor Toni Jennings and is charged with making

recommendationsonimproving competition and creating incentives forinsurance policy

writinginall markets encouraging commercialaswell as residential hazard mitigation improving

insurance agent underwriting practices reducing thereliance onCitizens Property Insurance
Corporation and evaluating theeffectivenessofthe programs enactedinSenate Bill

1980 Below

please find the time place and agenda for the meeting September

21 2006 9

00 a m - 4 00 p m

Florida International University
Main Campus
Graham Center

9 00 -10 00Public Testimony speakers will betaken ona first come first

served basis representatives will arrive at 8 30 a mtoassist with sign-in

10 15 -12 30 Citizens Property Insurance Corporation-Discussionof

Proposals 12 30 -1

00 1 00 -

200

Working Lunch Citizens Property Insurance Corp Discussion
of

Proposals continued PanelI

-Modeling Entities Discussionof modeling and residential

commercial insurance issues 2

00 - 2

30230-355
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Attached please find Property Insurance Issues and Optionswhich will be discussed

during the agenda item on Citizens Property Insurance Corporation Additionally the

minutes from the Committee s first three meetings are attached

On September6 2006 the Mayor and City Commission approved two resolutions related to

Florida s Insurance Crisis Resolution No 2006-26279 urges the Florida Legislature to immediately

conveneaspecial sessiontoaddress the crisis in Floridas insurance marketand

Resolution No2006-26302 urges the State of Florida to makea number of changes tothehurricane

mitigation assistance programs providedbythestate The Administration

will continue to monitor this committee and will update the Mayor and City Commission

asthe Committee continues itswork In the meantime if you have any questions or

need additional information pleasedonot hesitate tocontact me JMG HFlkc

c Hilda

Femandez Assistant City Manager Kathie Brooks
Director Office ofBudget and Performance Improvement Kevin Crowder
Economic Development Division Director Attachments Property

Insurance

issues and Options August8
2006 Meeting Minutes August 24

2006 Meeting Minutes September7
2006 Meeting MinutesF DDHP

ALLIKEVINILegislative PrioritieslStateLegislative nsurancePCIRC MiamiL TCdoc



Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

Issue 1 Elilible Pronertv for Coverale in Citizens

Current Law

Citizens offers three types of property and casualty insurance in three separate
accounts I Personal Lines Account PLA which covers homeowners mobile

homeowners dwelling fire tenants condominium unit owners and similar

policies 2 Commercial Lines Account CLA covering condominium

associations apartment buildings and homeowners associations and 3 High-Risk Account

HRA which covers personal lines windstorm-only policies commercial residential wind-only

polices and commercial non-residential wind-only policies In theHRA Citizens provides

coverage in specially designated areas which have been determined to beparticularly

vulnerable to severe hurricane damageIn these wind-only zones private insurers

may offer other peril coverage but are not required to provide windstorm coverage

The windpool designated areas werecreated aspartof the process

for determining eligibility for the Florida Windstorm Underwriting Association Eligibility was limitedto

structuresin eligible areas found by the Department of Insurance

after public hearings to meet three criteria the lack of windstorm coverage

in the area was deterring development causing mortgages to beindefault
and causing financial institutions to deny loans the area was subject to
the requirements of the Southern Standard Building Code or its equivalent and that
extending windstorm coverage to the area was consistent with the policies and objectives

ofenvironmental and growth management As of June 30 2006
Citizens

provided coverage to 904 193 policyholders excluding over 300 000 Poe policyholders
making Citizens the largest insurerin Florida Thenumbers of policyholders

in the three accounts are PLA - 531 882 CLA-4

537 and HRA - 367 774 Currently Citizens is averaging 50000-
55 000 new applications for coverage per month Propertyis

eligible for coverage with Citizens onlyif there isnoother offer from anauthorized

insurer The insurance agency and agent must use reasonable efforts to

place personal or commercial insurance applicants withan authorized insurer prior

to placing the risk with Citizens Failure todo so is grounds for termination or

suspension ofthe agent appointment Beginning March

1 2007 non-homestead property is eligible in Citizens only if the property owner

annually obtains three declinations ofcoverage from surplus lines insurers and
one from an authorized insurer The definition of homestead property for Citizens

purposes is more expanded than the defmition used for property tax purposes

91506
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

Homestead property is defined as 1 a property granted a homestead tax

exemption under ch196 F S b property for which the owner has a written lease

with a renter for a term ofat least 7 months and which is insured by Citizens for

200 000 or less c an owner occupied mobile home permanently affixed to real

property owned by a Florida resident and either granted a homestead tax

exemption or if the owner does not own the land for which the owner certifies

that the mobile home is his principal place of residence d tenants coverage e

commercial lines residential property f any county district or municipal
hospital not-for-profit hospital or continuing care retirement community thatiscertified under

ch651 F S and receives anad valorem tax exemption under ch196 F

S All other property isnon-homestead property Beginning July1

2008 homes insured for 1million or more are ineligible for coverage in Citizens

Homes insured for 1million or more by Citizens before July12008

can remain in Citizens for another3yearsif the homeowner annually gets three declinations
of coverage from surplus lines insurers and one from an authorized insurer However

suchproperty can onlybe covered in the high-risk account and will be

considered non-homestead property By June 30 2011 Citizens will not insure any

home insured for1million ormore In February Citizens reported that

it had 6431 residential policies in forcethat were insured for values greater

than1million withatotal insured value of 16 7billion with a total premium

of64 3 millionIn February Citizens estimated restricting

eligibility for coveragetohomes with insured values of1million

or more would reduce their probable maximum loss PML in theHRAby

809 million which equates to 125Additionally this restriction would reduce Citizens residential

exposureby167 billionor 14 SLOSH Sea Lake and Overland

Surges from Hurricanes isa computerized model run by the National
Hurricane Center to estimate storm surge heights resulting from historical hypothetical or
predicted hurricanes by taking into account Pressure Size Forward speed

Track

Winds

The

calculations are
applied

to

a specific locales shoreline incorporating the unique bay and river configurations

water depths bridges roads and other physical features The SLOSH model

isgenerally accurate within plus or minus 20percent The SLOSH model

is best used for defining the potential maximum surge fora location9
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

UDAR Light Detection and Ranging is a remote sensing system used to collect

topographic data used by the National Oceanic and Atmospheric Administration

and NASA to document topographic changes along shorelines LIDAR can

Measure distance

Measure speed
Measure rotation

Measure chemical composition and concentration
of a remote target where the target can be a clearly defmed object or a diffuse

object UDAR has been tested to assess post-storm damage to beaches Issue

1 Elil ibleProperty forCoveraee inCitizens Options

1

2

3

4

5

9

15 06 Eliminate

the current distinction of non-homestead and homestead property within

Citizens eligibility standards Amend the

definition of homestead and non-homestead property for Citizens purposes Can

revert back
todefinition used for property tax purposes Prohibit non-homestead properties

insured by Citizensthat have been paid atotal loss on
the policy by Citizens from being eligible for continued coverage renewal in Citizens

Require Citizens to create

a separate self-supporting account for non- homestead property Although current law

differentiates homestead
and non-homestead property in Citizens it doesso

within the current three account structure Prohibit Citizens from writing wind-only

policies

NoteEffect isthat Citizens will write
the whole policy in all areas ofthe stateie the wind-only zones

for Citizens are repealed Note Effect is that private insurers would no
longer beallowed to write policies excluding wind coverage If this option

ischosen consideration should also
be given to whether Citizens would continue tocover commercial non-residential property

Page3 of14



Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

6 Redraw or reduce Citizens wind-only zones windpool areas Reduction

canbe withina specified distance1000 feet from shore Consider

the storm surge area identified by SLOSH or vulnerable areas

identified byUDAR increating revised windpool areas7

Create a task force committee panel etc to evaluate or redraw the wind only

territories8

Exempt from Citizens eligibility manufactured homes built before 1994 that

do not meet thenew HUD code Variation

Allow Citizens to surcharge such manufactured homes until

they are brought up to Code 9

Allow authorized insurerstoexclude windin all areas of the state 10

Require Citizens policyholders to upgrade their homes to meet the statewide

building code or risk cancellation or non-renewal of the policy Variation

Require
Citizens policyholders to take specified mitigation measuresor
risk cancellation or non-renewal of the policy Note An exception
can be made for low income policyholders Note Thiscan
be made to only apply to properties with insured values higher than

aspecified dollar amount 11 Require Citizens

policyholders to upgrade their homes to meet the statewide building code

or risk higher hurricane deductibles applicabletothe policy
Variation Require Citizens

policyholders to take specified mitigation measures orrisk
higher hurricane deductibles Note Anexception

can be made for low income policyholders Note Thiscan
be made to only apply to properties with insured values higher than

aspecified dollar amount 12 Require Citizens

policies to have a minimum hurricane deductible5or10 if the

insured value is greater than a specified amount e g 250 000 13

Revise the

ineligibility date for homes insured at1million or more tobe excluded from Citizens

coverage Currently it isJuly 1 2008 14 Require Citizens

to utilize layering arrangements with voluntary carriers rather than assume

the entire exposure of every eligible riskie make Citizens an excess

carrier with private market writing coverage below the Citizens coverage level

91506
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

15 Require the State to provide windstorm coverage up to a specified amount

for each homeowner ie make Citizens or authorized insurer an excess

insurer with State writing coverage below the Citizens or authorized
insurer s coverage level

e g State provides windstorm coverage for first 50 000 of damage
and authorized insurer or Citizens can provide coverage for all

damage over 50 000

16 Require the State to provide windstorm coverage for a specified amount

after Citizens or an authorized insurer provides coverage for a lower

amount i e make State an excess insurer with Citizens or an authorized

insurer writing coverage below the State coverage level

e g authorized insurer to provide windstorm coverage for first

50 000 of damage and State provides windstorm coverage for all

damage over 50 000

17 Permit Citizens to surcharge properties until they are retrofitted to meet

building Code requirements

18 Require insurers to offer rather than provide coverage for wind for

residential properties in non wind-pool areasi e allow homeowners topurchase

a property policy that only provides other perils coverage but not wind

coverage Issue

2 Citizens Rates Current

LawIn

order to assure that Citizens rates are not competitive with the voluntary market the current

law requires that Citizens rates for its PLA be actuarially sound and that its average

rates for each county must be no lower than the average rates charged by the insurer

that had the highest average rate in that county among the 20 insurers 5 insurers for

mobile home coverage with the greatest direct written premium in the state for that line

of businessFor

its HRA wind-only policies in coastal areas the law more generally requires that Citizens rates

beactuarially sound andnot be competitive with approved rates charged by authorized insurers
However the law further requires Citizens and the OIR to jointly developa
wind-only ratemaking methodology to meetthis purpose for rates effective onor after July

1 2004 A wind-only rate methodology was developed that usesa variation of the Top20

approach mandated for personal residential multi-peril policies91506 Page5
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

Under current law there is no rate distinction between homestead and non-homestead property

insured by Citizens However starting March12007 there isa rate distinction between

propertyinthe personal lines and commercial lines accounts and property inthe high

risk account For

Citizens policies in the personal lines account and the commercial lines account issued

or renewed on or after March 1 2007 a rate is deemed inadequateif the rate including

investment income isnot sufficienttoprovide for the purchase of reinsurance coverage

from the Florida Hurricane Catastrophe Fund and private reinsurance whether or

not purchased and to pay all claims and expenses reasonably expected to result froma 100-year

probable maximum losseventiea I-in-JOO year hurricane without resort toassessments orother outside

funding sources For Citizens policiesin

the high-risk account wind-only coverage in coastal areas issued or renewed on or after

March 12007a rate is deemed inadequate if the rate including investment income is not sufficient

to provide for the purchaseofreinsurance coverage from the Florida Hurricane Catastrophe

Fund and private reinsurance whetherornot purchased andtopay

all claims and expenses reasonably expected to result froma70-year probable maximum loss event without

resort to assessments or other outside funding sources For policies in the high-risk

account issued or renewed in 2008 and 2009 the rate must bebased upon an

85-year and 100-year probable maximum loss event respectively As of June 30 2006 Citizens 100 year

PML for

its personal lines account is5 891 billion and 12 187 billion for its high risk account

Inratemaking Citizensis also required to use the public

hurricane loss model developed by Florida International University as the minimum benchmark for determining
its windstorm rates after the public model has been found to

beaccurate and reliable by the Florida Commission on Hurricane Loss Projection Methodology Commission Because the

publicmodel has not been submitted to the Commission

yet Citizens isnot yet required to use it in ratemaking Issue 2 Citizens Rates

ODtionsIShorten or lengthen the

time period by which

Citizens

rates for its High Risk Account must reach the1 in 100 year PML 2

Require Citizens rates to cover a higher or lower

PML 915 06Page6of 14



Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

3 Require a more gradual increase in Citizens rates to fully fund its 100-year PMLe

g require Citizens rates tocover its average annual expected loss plus a capital

accumulationor assessment reduction factor as determined by Citizens
and approved by OIR Alternatively require a specific capital accumulation
factor of10 or 20 of the average annual expected loss until

Citizen has sufficient surplus and reinsurance tocover its 100-yeear PML4

Require

Citizens to purchase reinsurance foraspecified PML event for each account or

for specified accounts5Require

the public hurricane modeltobe submitted tothe Commission bya date certain Note

This

may require additional funding toFlU to cover submission expenses6

Require

the PLA rates tobehigher than the highest approved voluntary market rate rather

than the top 20 insurer standard 7 Require

the Office ofInsurance Regulation toset rates automatically withoutan initial filing

by Citizens Issue3

Assessments and Surcharl es forFundinl Deficits inCitizens Current Law

Ifa

deficit is incurred in any Citizens account the board must levy an immediate assessment on

each non-homestead property as definedin statute of up to 10 percent of the premium If

this is insufficient to eliminate the deficit the board must levy an additional assessment against

all Citizens policyholders including non-homestead policyholders collected upon renewal

of upto10 percent of premium Any remaining deficitis funded by
regular and emergency assessments either recouped fromor directly paidby non-Citizens policyholders
of property insurance The regular assessment against insurers could stillbe

imposed as soon as a deficit is determined but must bereduced by the amounts estimated

tobe collected from the two 10 percent surcharges Lines of business thatare

subject toCitizens deficit assessment include insurance for fire industrial fire allied lines

farmowners multiperil homeowners multiperil commercial multiperil and mobile homes
and includes liability coverage on all such insurance except for inland marine

and certain vehicle insurance other than the insuranceonmobile homes used as

permanent dwellings915 06 Page7
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

Issue 3 Assessments and Surcharles for Fundine Deficits in Citizens

Ootions

1 Expand Citizens assessment base to include other lines of insurance

Note Can expand it to correspond to the FHCF assessment base all

property casualty including auto except workers comp and med mal

until 2007 or expand it to include only specified lines

2 Require any Citizens deficit to be defrayed by Citizens policyholders only ie

no pass through ofdeficit assessments to other Florida homeowners

3 Increase or decrease the deficit assessment percentage levied on Citizens

policyholders homestead and non-homestead before deficit assessmentis levied on

all other Florida homeowners4

Require the Legislature to use excess revenue to defray Citizens deficits by appropriating
funds directly to Citizens5

Require the State to send a check to every Florida homeowner foruse by the homeowner

inpayinga Citizens deficit assessment6

Prohibit insurers from recouping Citizens assessmentsifcompanies discontinue limit

or withdraw from the Florida market Issue

4Citizens OversilhtInternal Controls andStandardsofConduct Current

LawCitizens

operates under aneight member boardofgovernorswith the Governor the CFO the

President ofthe Senate and the Speaker of the House or Representatives appointing two
members each The Financial Services Commission Governor and Cabinet rather than

the Office of Insurance Regulation OIR approves Citizens plan of operation Beginning
July1 2006 Citizens Executive Director isconfirmed bythe Senate Significant

changes to Citizens internal controls were made in 2006 by SB 1980 SB 1980

required Citizens to have an internal auditor and requires OIR to do a market conduct

examinationofCitizens every two years In addition the Auditor General isrequired

to conduct anoperational auditofCitizens every three years SB

1980 also made significant changes regarding Citizens standards of conduct Specifically

Citizens isrequired to have competitive biddingon contracts of25 000 or more

with exceptions and board approval of contracts of100 000 or more OIR background

checks ofapplicants for senior management positions are required The 9
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

Citizens board members and senior managers are subject to the code of ethics and

financial disclosure requirements applicable to public officials Also all Citizens

employees must annually submit a statement attesting that no conflict of interest exists

Board members and employees are prohibited from accepting any gift from any person or

entity under contract with Citizens or under consideration for a contract Citizens is

prohibited from retaining lobbyists but allows employees to register as lobbyists
Citizens senior managers are prohibited for two years following termination of

employment from representing any person or entity before Citizens or from being
employed or under contract with an insurer that received a take-out bonus from Citizens Citizens

isrequired to conductacost-benefit analysis ofusing legal services provided by in-house employee
attorneys or to contract with outside attorneys Citizens isalso

required to establish a fraud unit or division to investigate possible fraudulent claims or
repairs and to meet the same anti-fraud requirements imposed on authorized insurers Citizens employees

are required to notify the Division of Insurance Fraud within 48hours

of having information that would leada reasonable person to suspect that fraud may

have been committed byanemployeeofCitizens Issue4 Citizens Oversil

ht Internal Controlsand Standards ofConduct OntionsIRecommend Legislature

continue

its oversight responsibility over Citizens and determine if other external

review isnecessary2Establish a meaningful

set of uniform performance metrics tobereported by Citizens to OIR 3
Require OIR to

establish an ongoing reporting structure highlighting claims- handling performance using metrics

similar to those used in OIR s disaster reporting framework Issue 5

DeDoDulationof

Citizens Current Law Since 1995

Florida law

has expressed the Legislature s intent to provide a variety of financial incentives to encourage

the replacement of the highest possible number of policies written in the

statesresidual market with policies written byadmitted insurers atapproved ratesThere is

specific authority for Citizens topay a take-out bonus to insurers of upto 100

for each policy removed from Citizens under certain conditions However Citizens has implemented greater

bonuses under conditions approved by its board and the OIR In

its 2006 operational audit of Citizens the Auditor General found the bonus amount paid or

escrowed for each policy taken outof Citizens averaged 14891506Page 9
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

although Citizens had several takeout programs paying take-out bonuses of300 per policy

Citizens

adopteda new depopulation programinDecember 2005This program hasnon- bonus

and bonus components init Only policies taken out with wind coverage are eligible

fora bonus Take-out companies must assumeaminimum numberofpolicies ora minimum

total insured value ofthe take-out policies under either the bonus or non- bonus component Policies

must be taken out for three or five years in order to be eligible for a

bonus Base bonus amounts range from5to125 for dwellingpolicies however somepolicies
are not eligible for bonuses Base bonuses for condo unit tenant contents andmobile

home policies have different ranges Take-out companies can receive an additional bonus

amount for assuming a greater number of policies orfor takinga policy out

for 5 years The additional bonus amounts range from0to10depending on the number

of bonus eligible policies or the total insured value of policies taken out In2005
480 319

policies were removed from Citizens reducing Citizens exposure by almost 925billion
It hasbeen questioned

whether the take-out bonuses provide a cost-effective method for reducing Citizens potential liability On the

one hand payment of cash bonuses to insurers reduces Citizens surplus to pay

claims and may be a windfall to an insurer willing to take out a policy

at its approved rate without the bonus On the other hand a take-out bonus may beviewed as

a form ofreinsurance that transfers 100 of liability forapolicy for the period that
a take-out insurer must continue to renew the policy and reduces potential assessments on the entire market Beginning

onJanuary12008 SB 1980 limits

the bonus amount to 100 per policy and requires any take-out bonus paid toan insurer

be conditioned on the insurer keeping the policy for five years Citizens must evaluate the cost-benefit

of approved take-out plans for whichatake-out bonus ispaidby tracking whether properties
removed from Citizens are later insured by Citizens Issue5 DeDoDulationof Citizens ODtions1

Develop akeep-out program for

Citizens designed toencourage properties

to

be written by the private market before being bound by Citizens Can involve relaxed

rate regulation by OIR forinsurers who keep policies out

ofCitizens2Allow authorized insurers towrite non-homestead Citizens policies on
an individual risk

rate basis9 15 06 Pagel0of14



Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

3 Require the OIR to deem approval of a private insurer s rate for a property in the

HRA if the private insurer s rate is lower than Citizens filed rate

4 Eliminate take-out bonuses5

Increase or decrease take-out bonuses 6Allow

consumers to choose whether or not to stay in Citizens if the take-out company s rate

exceeds those of Citizens by 25 or some other specified percentage 7 Permit
take-out

companies taking 50 000 ormore policies out of Citizens to charge Citizens rates for

aperiod ofthree years after take-out Issue Alent Issues Current

Law Oneofthe

challenges to

depopulating Citizens isthe Consumer Choice law enacted in 2002the same year that

Citizens was created The prior law for the Residential Property and Casualty Joint Underwriting Association
RPCJUA had provided thatapolicyholder was not eligible for coverage
in the RPCJUA ifanoffer of coverage was made by an authorized insurer But the Consumer

Choice law provides thataCitizens policyholder who receives an offerof
coverage from an insurer in the voluntary market isnot requiredto accept that offer and
may remain in Citizens if the current agent of that insured is unable or unwilling tobecome

appointed for the takeout insurer Therefore the standard for eligibility for coverage

from Citizensisno longer dependent on whether other coverage isavailable in

the voluntary market but on the statusofthe agent Citizens has adopted procedures in

conjunction with OIRto comply with the Consumer Choice law while continuing to

encourage the removalof policies from Citizens Agent representatives associations assert and Citizens
representatives acknowledge that the Consumer Choice law is much

less disruptive to a Citizens policyholder and his or heragent and allows for a

smoother transition toa take-out company if the current agent is appointed by the take-out insurers But

Citizens also reports that the law operates toreduce the number of policies taken out

Citizens estimates that for 2004 when about 158 000 policies were taken out of

Citizens an additional 39000 policies werenot taken out due tothe provisions ofthe

Consumer Choice law The Consumer Choice law isamended beginning

July12007 As of July1 2007 Citizens has a 10-day waiting period for

newapplications If an authorized insurer offers coverage during this period the applicant isnot

eligible for coverage in Citizens regardless of whether the insurer appoints the agent

who submitted the application91506 Page 11ofl4



Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

Issue 6 Alent Issues

Ontions

1 Provide insurance policy transparency
-provide the agentscommission on the bill by specific and dollar

amount provide the specific assessment information CAT Fund Citizens FIGA

or PCJUA if applicable by specific and dollar amount Contain

noabbreviations for the

entities provide specific mitigation discounts by specific and dollar amount for

home mitigation by typeof
mitigation provide insurance premium tax information by specific and dollar

amount 2 Repeal Consumer Choice or amend Consumer
Choice-for new

business only 3 Require the insurance agent to disclose the specific premium

differential between the offer of coverage from the take out company and continuing

coverage in Citizens with the same

insurance agent 4Reduce agent commissions paid

by Citizens 5Reduce agent commissions paid by Citizens for

renewals only6Do not apply the amount ofarate increase for calculating the agent

s commission on

renewal policies7 Change Citizens agent commissions toa flat fee fixed

dollar amount8Create statutory grounds for agent discipline suspension

revocation or administrative penalties or fines if an agent places a risk in

Citizens without making reasonable efforts to keep itout

of Citizens Issue 7Citizens Policv Issuance Service

andAdministration

Current Law Under current law private market insurers can voluntarily adjust Citizens
wind-only policies if the insurer writes the other perils policy for the Citizens policyholder

SB 1980 required Citizens to report tothe Legislature by February 1 2007 on the
feasibilityof requiring insurers providing the non-wind coverage to issue and service Citizens wind

policies In addition beginning June 1 2007 insurers writing the non-wind coverage are9
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

required to contract with Citizens to provide claims adjusting services for the wind

coverage provided by Citizens in the high risk account

Agents collect a commission for the sale of insurance and continued support associated

with the insurance Agent commissions are generally paid as a percentage ofpremium
The current commission levels filed by Citizens are 10 for PLA multi-peril residential
10 for HRA residential wind-only residential 12 for CLA multi-peril commercial residential and
12for HRA commercial residential and HRAcommercial wind-only commercial residential

and commercial Buildersrisk insurance

covers buildings and structures under construction remodeling or repairIt typically
covers the same types of things as regular property insurance such as damage from theft

fire vandalism wind hail and other accidental loss or damagetothe property Coverage usually

extends until the building or structure is completed and or accepted bytheowner

Itdoes not cover losses that occur before the project is started or after it iscompleted

This coverage is typically purchased bythe building owner rather than the contractor Currently

Citizens writes builder

srisk policies in the high risk account only The policy count is about6
000 and the estimated insured value of the policies is 45 billion In response to an inquiry

from the OIR regarding why Citizens was writing builders risk policies Citizens reviewed the

law and rules on the subject and determined it did not have statutory authority to

write these policies Therefore Citizens Board decided todiscontinue writing such policies

onJuly 15 2006 and to non-renew existing policies as of November12006 After

Citizens announced its decision to discontinue writing builder s risk policies it
learned this type of coverage was unavailable in the private market Thus in July Citizens
made a filing which OIR approved to renew existing builders risk policies until
December 31 2006 but oi1ly with actuarially sound rates to write new policies up to

December 31 2006 with actuarially sound rates not tocancel any existing policies other than

for standard cancellation reasons and to review Citizens underwriting policy on builders

riskinsurance inNovember Issue 7Citizens Policv Issuance

Service and Administration ODtions1Require insurers providing

the

non-wind coverage toissue and service Citizens wind policies Note Current law only

requires insurers
to adiust Citizens wind policies beginning June 12007 2Provide
statutory authority for Citizens

to writebuildersrisk policies in the high risk account9 15 06 Page
13of
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Property Insurance Issues and Options

III Citizens Property Insurance Corporation Citizens

3 Provide statutory authority for Citizens to write builder s risk policies in all

Citizens accounts rather than the high risk account only

4 Prohibit Citizens from writing new builder s risk policies

5 Remove commercial non-residential policies from Citizens NOTE

Other issues related to Citizens the PCmA and commercial insurance will be

deferred toanother meeting9
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PROPERTY CASUALTY INSURANCE REFORM COMMITTEE MEETING
AUGUST 8 2006

KNOTT BUILDING ROOM 412

TALLAHASSEE FL

Call to Order -The meeting ofthe Property Casualty Insurance Reform Committee

was called to order by its Chairman at 10 05 a mon August 82006 in Room 412 Knott
Building Tallahassee Florida The following committee members were in attendanceLtGovernor

Toni Jennings Chairman Senator J DAlexander Lee Arnold Representative Donald Brown

Leslie Chapman-Henderson J D Collins Manuel de Zarraga Sandy McKinnon Bill Montford

Representative Dennis Ross Larry Schultz and Linda Shelley Members absent include-

Robert Helms Frank Kowalski and Barbara Weese In addition the Insurance Technical

Advisory Council members were introduced The Chairman declared a quorum

Opening Remarks -TheChairman opened the meeting with remarks about thecurrent state

of the residential andcommercial insurance markets Committee members then provided

selfintroductions and gave their general insurance concerns The GovernorsExecutive Order

and Committee listing were provided tothe members Nate Adams Deputy General

Counsel GovernorsLegal Office gaveanoverview totheCommittee membersonGovernment in

the

Sunshine WeatherPatterns History -Mr Ben Nelson the State of Florida s Meteorologist

gave the Committee a presentation on hurricane patterns that have affected the State ofFlorida

forthe past century He discussed weather conditions that give risetohurricane formation

and current predictionsfor hurricanes during the 2006

tropical season Market Conditions Since 1992-Professor Pat Maroney Associate
Dean Graduate Programs FSU College of Business provided theCommittee with information

regarding the insurance market over the past 15years He gave reasons and examples of the cycles in the

market He alsoexplained toCommittee members howpremium surplus investment

earnings andother insurance company conditions areinterrelated Various members asked

questions including but not limited tohow profits from other states effect Florida writingsof

insurers inflation factors building code interrelation with insurer losses securitization and capital
market issues mortgage defaults on homes that are under-insured general economic impacts that result
from catastrophic losses and the commercial residual market-the Property
Casualty Joint Underwriting

Association PCJUA formation Florida Hurricane Catastrophe CAT Fund-Jack

Nicholson Senior Florida Hurricane Catastrophe Fund Director presentedtothe Committee anoverview of the

CAT Fund s creation in1993 and the various changes to the Fund made over the past

thirteenyearsThetriggerpoint



retention levels and CAT Fund assessment process were among the issues discussed Various

Committee members asked follow-up questions on topics including pre-event bonding theassessment base

pricing for CAT Fund coverage whether commercial properties shouldbe added to

the CAT Fund bond rating levels CAT Fund rates vs private reinsurance market ratesand whether

the CAT Fund s intended designtostabilize the market really hasbeen accomplished Mr

Nicholson was alsoasked if price differentials couldbeused on different levelsof

CAT coverage andif the CAT Fund could buy reinsurance retrocession and use CAT bonds itself

Mr Nicholson answered yestoall three questions but said to date these concepts have not
been applied tothe CAT Fund s operations Mr Nicholson said the CAT Fund continues to

evaluate options for insurers and specifically is looking into temporary changes that could help

in the short run but not effect long term market conditions fortheprivate market the ugly baby

scenario Florida Residual

Market Overview-Jay Newman former Executive Directorofthe Residential

Property Casualty Joint Underwriting Association RPCJUA and subsequently Executive
Director ofCitizens Property Insurance Corporation Citizens gave the Committeea better

understandingof the history of residual markets inFlorida including the RPCJUA and the Florida

Windstorm Underwriting Association FWUA As Citizens first Executive Director heexplained

the issues related tothe merger ofthe RPCJUA and FWUA andthe reasons for the merger

The committee members raised many questions relatedtoCitizens regarding its lack of capital

low historic rates size in comparisonto other residual mechanisms inother states policy exposure
coverage issues and deficit funding CS

CS SB 1980 Presentation-Committee members Senator J D Alexander Representative
Dennis Ross and Representative Donald Brown gave the committee an overview ofthe statutory

changes that were enacted in CS CS SB 1980 during the 2006 Legislative Session

Citizens Property Insurance Corporation -Bob Ricker Executive DirectorofCitizens

briefed the Committee onissues regarding Citizens since the merger in 2003 He also discussed some

ofthe challenges that Citizens faces asarapidly growing insurer who isforced towrite
policies with many diverse risks He expressed his desire towork with the committee to
develop innovative methodsto depopulate and reduce Citizens policy count The committee

was provided graphs that showed the tremendous growth in policy count aggregate
premium increases and exposure levels that Citizens

faces Insurance Capital Build-up Incentive Program Presentation -Anne Bert Director

of Operations Florida Hurricane Catastrophe Fund gave the committee anoverview of

the implementationof the Insurance Capital Build-up Incentive Program which was created in

CS CS SB 1980 She stated that the 250 million dollar appropriation has begun tobe distributed

Approximately ten applicants have each applied for 25 million dollars ofcapital buildup funds

The committee was interested in the writing ratios that were required and whether the ratios

could be altered if an applicant had reinsurance in place

Florida Hurricane Mitigation Program Presentation -Lisa Miller Director of

theDepartmentofFinancial Services Mitigation Program provided the committee witha

brief explanation of the program including the inspection process estimated repair

costsinsurance



premium discounts and matching grants Ms Miller informed the committee that the website for

the new Mitigation Program is www mvsafefloridahome com

Property Casualty JointUnderwriting Association PCJUA -Kevin McCarty

Insurance Commissioner informed thecommittee of the reasons why the Florida Cabinet has decided

to begin the processof reopening the PCJUA MrMcCarty stressed the factthat industry

best practices will beusedinreactivating the PCJUA and he hopes the reactivation will

cause minimal disruption to the market place He told the committee that adequate pricing will be

the key to its success and expectsablend ofdirect and indirect

writing Other matters-The committee briefly discussed the Florida Building Code and
the

panhandle exception Closing Remarks-The Chairman announced the next meeting was scheduled

for August 242006 in Orlando Floridaatthe Orlando Convention Center from 9 00 am-300

pmand the meeting was adjourned at

255pm
Lt

GovernorToniJenningsCommitteeChairman
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PROPERTY CASUALTY INSURANCE REFORM COMMITTEE MEETING

AUGUST 24 2006
ORANGE COUNTY CONVENTION CENTER ROOM S320

ORLANDO FL

Call to Order -The meeting ofthe Property Casualty Insurance Reform Committee

was called to order by its Chairman at 10 12 a mon August 242006 inRoom S320 Orange
County Convention Center Orlando Florida The following committee members were in attendance

LtGovernor Toni Jennings Chairman Senator JD Alexander Lee Arnold
Representative Donald Brown non-voting Leslie Chapman-HendersonJD Collins Manuel de Zarraga Frank
Kowalski Sandy McKinnon Bill Montford Representative Dennis Ross non-voting and Linda
Shelley Absent members included-Robert Helms Larry Schultz and Barbara Weese

Inaddition the Property Insurance Technical Advisory Committee members were present

The Chairman declaredaquorum Note The full Committee and Advisory Committee members

were divided into three subgroupsto hear public testimony from900 - 10 00

Approximately 35 citizens expressed their opinions to the subgroups

Opening Remarks -TheChairman opened the meeting witha discussionofguiding
principles the Committee might want toconsiderAmember added thatguiding principles would help

the Committee inits deliberations Those principles were three-fold-recommending

regulatory changes statutory changes and federal law changes tostabilize Floridasinsurance market

Amember stressed that all issues needed tobe considered TheChairman also toldthe

committee members that Governor Bush has circulated a four-state CAT Fund proposal that could apply to

Florida Texas New York and California

PANEL I-REINSURANCE CAT FUND CAPITALMARKETRA TE

IMPACTS- Susan Patschak Chief Operating Officer Endurance Holdings Ltd gavea presentation from

aBermuda reinsurers perspective She statedher company paidout approximately one

billion dollars in CAT losses asaresultofHurricanes Wilma Rita and Katrina She reported

her company increased participation by 75 in 2006 She stated that Florida sdata from its
eight storms was pristine due to the fact that so little of its losses were flood losses as compared

toLouisiana Hurricane Katrina Hercompany had fourspecific identifiers for writing

-adequate prices for primary writers solvency of the primary writer strong building codes
and promotionof mitigation techniques She didnot think availability of reinsurance was a

problem She recommended the start date for FloridasCAT Fund coverage bemoved from June 1to

earlier in the year inorder for companiestostructure their contracts and comply with

changes mandatedby the Legislature January1 and February1 were mentioned as possible dates and then

duringa1



discussion with Commissioner Kevin McCarty March 1 was also recommended as a possibility
She also stated that a 25 million dollar company that was well capitalized was acceptable and she

added that reinsurers seek accurate estimations ofloss on their business Ms Patschak also

mentioned that Endurance Holdings has deemphasized commercial risk exposure primarily due

to concerns over data quality

Andrew Castaldi Sr Vice President Catastrophe Perils Swiss Re discussed Swiss Re s

operation in the Atlantic Basin rather than Florida specific activity He said his company s

writings had increased 20 and that more capacity was available He discussed how his

company seeks diversification in its practices Swiss Re likes to partner on high exposure risks

He stated that mitigation building codes and code enforcement are very important and that

pricing is the key to bad risks and more perilous risks He added the more an insurer can spread
its risks even worldwide the better

Britt Newhouse President Guy Carpenter gave the Committee an overview ofthe total

reinsurance premium in the marketplace -14billion in reinsurance premium and 3billion

inCAT premium He stated that the law of large numbers works He added thatif reinsurers

are convinced that their clients insurers are not viable then reinsurers would move away from

a potential loss He stated the marketplace was peaking now and hebelieved that reinsurance

andgovernment plans could fill the

gap Steve GoldbergChief Actuary USBenfield Group gave his views on the market and said

the funding must ultimately comefrom policyholders or taxpayers ifa catastrophic loss occurred

He said reinsurance demand was tied topopulation growth housing value appreciation

coastal development large insurers seeking tomitigate earning volatility increased recognition

ofexposure under new catastrophe models andgreater capital constraints under new rating

agency requirements He also showed how prices have increased dramatically and some programs

were being only partially placed He explained aCAT Bond wasa highyield insurance-backed bond

containing a provision causing interest andor principal payments to be delayed or lost in the

event ofloss due to aspecified catastrophe such as ahurricane He explained that side cars were

an investment tool to bolt on capacity to an existing carrier to expand its writings A discussion

ensued on the taxing ofcarrier reserves and if an instrument or method could be created to defer

the taxation The Committee further discussed the reserves tax consequences and profitdividend

issues The Committee also briefly discussed the typical transaction costs ofCAT bonds and if

such structural costs could be reduced The Committee also discussed California s lack ofa

requirement by banks for property owners to buy earthquake insurance It was stated that only 15

ofCalifornia properties have earthquake insurance

Brain Murphy Senior Managing Director Ritchie Capital informed the Committee that his

capital company recently infused 4 million dollars into Security First Insurance Company and

65 million into Royal Palm Insurance Company He stated that the biggest issues he sees are

the reduction in global reinsurance capacity rating agency impacts and regulatory accounting

challenges He also said getting the risk ofinsurance companies into the capital market

efficiently can be a challenge He thought the redefinition ofreinsurance into other acceptable
financing tools would aid the market In other words by allowing debt to be considered

2



reinsurance that would supplement the capacity of traditional reinsurers He also added that

increasing capacity in the Florida Hurricane CAT Fund and additional funding to the recently
created Florida Capital Build-Up Program wouldbebeneficial tothe market Paschal

Brooks Associate Goldman Sachs Co provided the Committee withhis insights on the

investor communitys actions in the catastrophe risk market He said there isan increasing convergence
ofCAT bond traditional reinsurance sidecars and bank markets He said pricing and
terms have evolved since Katrina and continue toevolve generally overall price levels are higher

and several price gradients in the market have steepened Also there isan increasing diversity
of views amongstthemodeling agencies and investors onthe risk associated with attachment

particularly hurricane perils He said that some elementsofthe market that are effecting

conditions are the recent growth of the housing market refinement bythe modeling firms
rating agency pressures oncarriers and some investors raising concerns about taking more
risks He definedaCAT bond as an excess of loss structure anda sidecar asa quota share
structure He said hebelieves Florida could perhaps createasidecar even to Citizens Property

Insurance Corporation and described howCAT bonds and sidecars operated Other

discussion-The Committee had a lengthy discussion on AM Best s effect on carrier

writing decisions due to the rating impacts The value ofAM Best was described to the

Committee as increasing carrier solvency The balancing ofcapacity pricing taxation

capitalization and capital market interplay are vital A briefdiscussion ensued on the need for

uniform regulatory standards for reinsurers to operate easily in the 50 state regulatory
environments The Committee also heard that from a reinsurance perspective the residential

market was easier to reinsure than the commercial market because risks are more easily valued

The Committee was told that modeling firms have an easier time modeling residential losses

because houses are more accurately modeled The Committee discussed school district properties
and the fact that very little school property was insured due to lack ofavailability Data

collection by building type commercial property and losses remain an issue to consider

PANEL II -MITIGATION PREMIUM

DISCOUNTS LeslieChapman HendersonPresident CEO Federal Alliance for Safe Homes provided

the Committee with opening remarks and sharedavideo from 2005 that showed the storyof how

ahome built torecent building code standards and one that was not faired during the

2005 hurricane season The home built to therecent building codestandards weathered the storm

The other did

not Lisa Miller Deputy CFO DepartmentofFinancial Services briefed theCommittee
regarding the status oftheDepartmentofFinancial Services oversight of thestatemitigation program

She said the agency had received 36 000 calls the first two days August 16 17after the

program was announced She also said that 22000 applications have been received bythe
Department from Florida citizens and theDepartment hopes to perform 12000 inspections over the next

12 weeks TheChairman informed the Committee that another 82millionin

community development block grant funds hasbeen approved by the Federal

govemment3



Kevin McCarty Insurance Commissioner Office ofInsurance Regulation OIR discussed the

OIR rules that were be developed on discountscredits and education to homeowners regarding
the credits The credits are currently expected to be tied to the seven factors ofretrofitting a

home A discussion ensued regarding why the mitigation program is so attractive to

homeowners the Tallahassee Community College manufactured housing program and how

condos are not benefiting from the mitigation program The Committee also discussed the

prioritization of mitigation dollars and addressed the cost of retrofitting manufactured housing
issues and the broad discount ranges that exist The Committee was educated on current market

agent and carrier practices regarding applying credits Suggestions were raised that dealt with

standardization ofthe home inspection form standardization ofcredits mitigation inspection
standards disclosure consumer education agent education expansion to commercial and

condo risks and length oftime an inspection report would be valid and enforceable

Thaddeus Cohen Secretary ofthe Department of Community Affairs discussed the Florida

building code history and evolution since 1974 but primarily since 1993 He informed the

Committee ofthe 2000 Florida Building Code 1
st edition the 2003 Building Code Commission

and the 2004 Florida Building Code 2nd edition He provided the Committee with examples of

how homes withstood the recent hurricanes that were built to the new codes He also informed

the Committee ofthe CAT Fund s 10 million dollar annual mitigation program The Committee

discussed building code enforcement at the local level and the importance ofthat aspect ofthe

process on the system as a whole Secretary Cohen stated that local building code officials need

more education and our priorities need to be refocused on life safety issues A lengthy
discussion ensued regarding manufactured housing and the regulatory and code standards that

apply to them The Committee discussed the need for manufactured housing tohave the same

wind load standards as site built houses A discussion also ensued regarding whether or not

reinsurers and modeling agencies take into account mitigation in the modeling ofpotential
losses

Closing Remarks -TheChairman announced thenext meetingis scheduledforSeptember

72006 in Tallahassee Florida from 9 00 a m -4 00 pmShe also statedthat

mitigation discounts and theCAT Fund discussion ofproposals would bethefocusofthe Tallahassee
meeting along with the beginning ofa newtopic-Market Incentives The meeting was adjourned at 3

15pmLt
Governor Toni

JenningsCommitteeChairman4
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PROPERTY CASUALTY INSURANCE REFORM COMMITTEE MEETING
SEPTEMBER 7 2006

ROOM 212 KNOTT BUILDING
TALLAHASSEE FL

Call to Order -The meeting ofthe Property Casualty Insurance Reform Committee

was called to order by its Chairman at 9 05 a m on September 72006 in Room 212 Knott
Building Tallahassee Florida The following committee members were in attendanceLtGovernor

Toni Jennings Chairman Senator J DAlexander Lee Arnold Representative Donald Brown

non- voting Leslie Chapman-Henderson J D Collins Manuel de Zarraga Robert Helms Frank

Kowalski Bill Montford Representative Dennis Ross non-voting Linda Shelley Larry Schultz
and Barbara Weese Members absent include- Sandy McKinnon In addition the

Property Insurance Technical Advisory Committee members were present The Chairman

declared a quorum

Opening Remarks -TheChairman welcomed the members backtoTallahassee for a full day

of

deliberationsMITIGA TION PREMIUM

DISCOUNTS Various company representatives oftheTechnical Advisory Committee gave reports on

how their companies were applying current insurance premium discounts One company reported

that 36ofits policyholders received some creditforretrofitting their homes Discounts ranged

from 5 to 42The average was 15 -25Another company representative stated that

discounts arenot reflective ofan adequate base rate andfor standard discounts to work the base rate

needstobe actuarially adequateAthird company representative stated that their discounts ranged

from 5 to45with the average being 15-20The primary consideration appeared to

betype of construction and age ofthedwelling Therewas much discussion about the
need for mitigation results tobe factored intothe Hurricane Modeling Commissions

requirements formodels The Committee discussedthe need for standardizationinforms time certainty
on the recognition of an inspection report by carriers spoilage date insurance agent education and

the need formore acceptance of credits for high impactglass then numerous

policy alternatives were discussed by the Committee Additionally the Committee talked

about mitigation for commercial structures and what the Committee could dotoeducate the business

sector ofthe need forresearch onspecific business structure losses due to hurricanes and

the effectiveness of varied building types Acurrent Universityof Florida data collection

research effort for commercial buildings

was briefly discussed The Committeeand Department of Community Affairs

SecretaryThaddeusCohendiscussed



many issues related to Florida s building code The panhandle exemption local building code

enforcement effectiveness and Florida s continued growth and building expansion were

discussed A grading system for a home s ability to withstand a hurricane was also discussed

The following recommendations were adopted
1 Maintain and expand the commitment to the Mitigation Program being administered by the

Department ofFinancial Services Also state funds need to be leveraged to their maximum

amount

2 A measurement methodology should be developed to judge the program s effectiveness and

its effect on the market Example will additional mitigation ofhomes increase capacity in the

market what is the performance ofhomes after a hurricane for retrofitted homes

3 The modeling firms RMS AIR ARA EQE and FlU need to recalibrate their models to take

into account the results ofmitigation in Florida

4 The mindset ofmitigation needs to have a human cost savings component and physical
home cost savings Also the effect of the avoidance of deductible losses on insureds should be

considered for those who performed mitigation on their residence

5 There needs to be actuarial soundness in base rates and premium discounts granted for

insureds that complete mitigation techniques
6 Uniform inspection forms need to be developed for all insurance companies
7 Where feasible standardized or uniform credits with smaller ranges should be developed
while allowing market competition in the credit process
8 There is a need for more consumer information as to types ofspecific mitigation and the

resulting potential credits on policy issuance and renewals

9 Whether or not additional state funding for new mitigation grants occurs the creation ofa

not- for-profit corporation should beconsidered toraise funds from the private sector for additional

mitigation grants 10
A statewide building code should bein place that requires American Societyof Civil Engineers

wind lines to be adopted and then any future changes to the statewide code could only be
to strengthen the code 11

There needs tobe state funded research concerning mitigationof commercial structures andwhether

strengtheningthe states building code for commercial structures should beconsidered FLORIDA

HURRICANE CATASTROPHE FUNDFHCF The

Committee had substantial discussion regarding the numerous policy alternatives available regarding

the FHCF and related issues The key items were the bottom attachment point rate on line

trigger date top level expansion and assessment mechanism There was considerable discussion

ofthe tighteningof the private reinsurance marketdue to the rating agency actions and

the effect ofmodeling company decisions However new capital seemsto be available inthe marketplace

though private reinsurance costs have risen significantlyin2006 Mr Jack Nicholson

Senior FHCF Officer gave the Committee his insight on the numerous policy alternatives
He said the current rate on line for FHCF coverage is6 7 He said the private reinsurance
rateis approximately 50-70 at the level below the CAT Fund bottom retention level30

along side of the CAT Fund and 20above the CAT Fund top level Mr Nicholson suggested five

core principles shouldbe considered when evaluating changestothe CAT Fund They were

1 expand the CAT Fund where the private market alternativeisnot available



2 create equity to all companies 3 increase the CAT Fund rate to near market pricing last

year s rate in the private market 4 provide options for insurers allow insurers to have

choices and 5 make changes on a short-term basis not long-term Insurance Commissioner Kevin McCarty

discussed two additional concepts with the Committee- creating Special Purpose Vehicles to
bring capital into the Florida market and rewriting Floridas reinsurance collateralization

lawHealso said hewill be proposing changesinFlorida s captive insurer law
The Committee

discussed thestates challenge to address a5to 25 billion event in Florida and the layer

above beingaFederal issue Along with Florida sCAT Fund the Committee believes that the

Federal Govemment needstocreate some type of Federal CAT Fund for catastrophic lossesIt
was discussed bythe Committee how lowering the costof reinsurance would expandacompany s

surplus and should result in lower costs toinsureds The Committee agreed that the primary goal

should be tobring the private sector back toFlorida Additionally the Committee discussed concerns

ofexpanding theCAT Fund and then possibly facing greater potential assessments to
policyholders ifa catastrophic event occurred The Committee agreed that any changes should

be short-term The following recommendations

were adopted1 The Committee
should keep the current retention level but consider offering coverage belowthe retention level

attachment point firstlayerof coverage on avoluntary basis toall admitted companies participating in

theCAT Fund 2Any change

should only be temporary short-term 3The rate for

CAT Fund coverage should be increasedtoanear market rate 4 Encourage the Federal

govemment to createaCAT Fund todeal with high level catastrophic events The committee discussed
but

made norecommendations onthe following issues-whether the upper levelof

the CAT Fund above 15billion should be raised whether the CAT Fund assessment method should

beexpanded whether additional avenues ofrevenue should becreated tobuild

up CAT Fund reserves whether the25rapid cash build up provision isadequate whether the

CAT Fund should be expanded tocommercial policies and whether the annual June 30th

trigger date needs to bealtered Also the committee discussed the needforpolicymakers tobe

informed of all potential total assessments CAT Fund Citizens Property Insurance Corporation Florida
Insurance Guaranty Association FIGAandthe Property and Casualty Joint Underwriting

Association PCJUA which could be applicable toinsurance policyholders when legislative

changes are considered Other matters-

During the meeting the Committee hadalengthy discussion of thetightening ofthe
commercial market Once again the issue of data collection oncommercial structures loss exposure

data needsto bedeveloped Availability appears tobethe number one problem Staffwas asked
toresearch how many insurers were writing inthe commercial market and how much capital

wasin that market The Office of Insurance Regulation reportedonthe status of the newly triggered

Property Casualty Joint Underwriting AssociationThesaleof something lessthana

H03 insurance policy Standard Homeowners Insurance policyand Citizens Property Insurance Corporation
growth issues and depopulation strategies werealso discussed



Closing Remarks -TheChairman announced thenext meeting isscheduled forSeptember

21 2006 in Miami Florida from 9 00 a m -4 00 pmand the meeting was adjoumed at 3 55

pmLtGovernor
Toni

JenningsCommitteeChairman
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IProperty Casualty Insurance Reform

Committee September 21
2006 Miami

FL 9 00 am -4

00 pm 900 -1000am

PUBLIC TESTIMONY Speakers will be taken ona first come first served
basis representatives will arrive at8 30am to assist with

sign-in 10 15 -12 30am CITIZENS PROPERTY INSURANCE
CORPORATION- DISCUSSION OF

PROPOSALS Tab 1Property Insurance Issues and Options - Part 111-
Citizens Property Insurance

Corporation Citizens 12 30

-1 00pm 1 00

- 2 00pm 2
00-

2 30pm Tab 2

2 30 -3

55pm

355-
400pmhBob Ricker President Kevin
McCarty

Commissioner Office

ofInsurance Regulation Presentation
WORKING LUNCH CITIZENS PROPERTY

INSURANCE CORPORATION-
DISCUSSION OF PROPOSALS Continued PANELIMitch Sattler Vice

President Public Policy
Model Management Risk Management Solutions IncTom

Larsen Senior Vice President EQECATDr Shahid Hamid Professor

ofFinance and DirectorofInternational
Hurricane Research

Center Florida International University Modeling
Entities DISCUSSION

OFMODELING AND RESIDENTIAUCOMMERCIAL INSURANCE ISSUES

Closing Remarks - LtGovernor Toni Jennings f ce

efhcceegeeg


