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Cemizens | Ovents

PROPERTY INSURANCE CORPORATION /

A state-created, not-for-profit, tax-exempt government entity whose public purpose is to
provide property insurance coverage to those unable to find coverage in the voluntary
admitted market or if coverage in the voluntary admitted market is more than 15% higher
than coverage with Citizens

Created from the merger of the Florida Windstorm Underwriting Association (FWUA) and the
Florida Residential Property and Casualty Joint Underwriting Association (FRPCJUA)

*  FWUA: created in 1972 as insurer of last resort to provide wind-only coverage in
Monroe County. The wind-only territories of the FWUA were expanded over time to
include most coastal regions

*  FRPCJUA created in 1992 following Hurricane Andrew as an insurer of last resort for
areas of the state not covered by the FWUA

Governed by a nine member board of Governors, three of whom are appointed by the
Governor and two of whom are each appointed by the Chief Financial Officer, Senate
President and Speaker of the House

Operate pursuant to a plan of operation which is reviewed and approved by the Financial
Services Commission

Subject to regulation by the Florida Office of Insurance Regulation (OIR), Operational Reviews
by the Auditor General and OIR Market Conduct Examiners, and external audits

Citizens also has a robust Office of Internal Audit and an Inspector General
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\((szms Market Share

PROPERTY INSURANCE CORPORATION

For Policies that Include Wind Coverage
Florida Residential Property Insurance Market
Includes State Farm Florida
QUASR data as of June 30, 2018

June 30, 2004 December 31, 2011 (National
Writers, etc.)

14%

e Others

Others (National
(National Writers,
Writers,

etc.)
28%

Florida-Based
71%

Citizens $106,284,553,696
"Pups” $233,041,758,285 M

Florida-Based $1,612,889,890,922
Others $319,869,629,249

The Florida Residential Property Insurance Admitted Market is divided into 4 major parts: (i) Citizens; (ii) Florida
only subsidiaries "pups” of major national writers; (iii) Florida-based domestic companies; and (iv) non-domestic Page 3
nationwide property writers, such as USAA, etc.
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PROPERTY INSURANCE CORPORATION

Storm Risk: 1 in 100 year PML

2011 2012 2013 2014 2015 2016 2017 2018
Storm Risk Storm Risk Storm Risk Storm Risk Storm Risk Storm Risk Storm Risk Storm Risk

$24.00 B $19.31 B $16.15B $10.18 B $7.66 B $6.11 B $5.73 B

Private Risk Transfer
($0.58 B)

Private Risk Transfer
1$1.50 B)

Private Risk Transfer
($1.85 B)

Private Risk Transfer
($3.27 B)

Assessment Assessment Assessment e & Private Risk Transfer Private Risk Transfer
$11.61 B $553B 58 ($3.91B) (§2.45 B)

Private Risk Transfer Private Risk Transfer
($1.33 B) ($1.42 B)

1-100 Surplus Exposed (%)
Coastal 100% 100% 100% 100% 57% 61% 40% 34%
Coastal foos o O O ) T ) W ) O ) W
Notes:

1. Storm Risk is as measured by 1-in-100 year probable maximum loss (PML) plus estimated loss adjustment expenses using the Florida Hurricane Catastrophe Fund (FHCF) account
allocation where PLA and CLA are combined. PLA/CLA combined PMLs are added to the Coastal PMLs to be consistent for surplus distribution. In general, the PMLs presented are
as projected at the beginning of storm season; with the exception of 2017 which is as of August 31, 2017.

2. Surplus and Assessments are as projected at beginning of storm season. Not all PLA/CLA surplus is needed to fund storm risk in 2014. In 2015 - 2018, not all surplus in PLA/CLA and
the Coastal Account is needed to fund storm risk. Remaining surplus is available to fund a second event.

3. Florida Hurricane Catastrophe Fund (FHCF) is as projected at beginning of storm season; with the exception of 2017 and 2018 which are Citizens' initial data submission to the FHCF.

4. Depopulation PMLs are not included in storm risk totals and are presented as year end totals; with the exception of 2018, which is as of May 31, 2018. PMLs from 2011-2014 use a
weighted average of 1/3 Standard Sea Surface Temperature (SSST) and 2/3 Warm Sea Surface Temperature (WSST). 2015 - 2018 PMLs reflect only SSST event catalog.
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eimzens -+ Carrier Litigation Expense

PROPERTY INSURANCE CORPORATION

Litigation has been increasing steadily for all carriers.

2013 2014 2015 2016 2017 2018

Citizens Property Insurance Company

All 9,146 9,525 7,653 10,061 7,624 13,363

AOB 860 1,062 1,250 3,242 2,718 3,631

AOB % 9% 11% 16% 32% 36% 27%
All Other Carriers

All 18,270 22,122 30,167 31,790 41,524 69,300

AOB 4,613 4,820 6,645 5,968 9,772 17,421

AOB % 25% 22% 22% 19% 24% 25%
Total All 27,416 31,647 37,820 41,851 49,148 82,663
Total AOB 5,473 5,882 7,895 9,210 12,490 21,052
Total AOB % 20% 19% 21% 22% 25% 25%

Data source — DFS LSOP 2013-2018 Q4

Note: 2018 Q3 data includes Hurricane Irma which represents around 60% of all new Litigation for Citizens Property Insurance in 2018.
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Litigated vs. Non-Litigated Water Claims

Severity of Litigated vs. Non-Litigated Water Claims

$38,781 $38,755

7
$35,451 536,99
$30,776
$9.530 $10 919 $10,812
. = SG = l
2014 2015 2016 2017 2018

M Litigated M Non-Litigated
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G ormens - Homeowners Multiperil Rates

PROPERTY INSURANCE CORPORATION

Exhibit 2 - Percent of 2019 Recommended Rate Change by County
Multi-Peril HO-3 Policies

Recommended
Rate Change
by County
(In Percentages)

-2.7% to 0%

B 0% to 5%
B 5 to9.9%

Notes:
1. Percentage of rate change is the average rate change within a gven county.

W
2. Policy holders within a given county can see a rate change between -10% and 10% -w’ bt Page 7
o v i

excluding effects of the FHCF build-up pass through.
3. In-force as of D/30V2018
4. Counties with no color have no HO-3 policies as of 063072018
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PROPERTY INSURANCE CORPORATION

* Citizens current average actuarial rate indication for multiperil homeowners is 25.2% with a
capped indication of 8.5%

*  97% of homeowners multiperil policyholders will see rate increases in 2019

e 70% of homeowners customers received rate decreases in 2015

* If AOB reform is successful the actuarial rate indication for homeowners multiperil would be
reduced from 25.2% to 10.1%

* |If overall litigation rates can be reduced to pre-2015 levels the actuarial rate indication for
homeowners multiperil would be reduced from 25.2 to 1.5%
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eimzens Managed Repair Program

PROPERTY INSURANCE CORPORATION

Available for Non-Weather Water Losses for Citizens’ HO-3 and DP-3 Policies

* Voluntary program offered at time of loss for water losses caused by accidental discharge or overflow of water or
steam from a plumbing, heating, air conditioning, automatic fire protective sprinkler system or household
appliance

* Emergency Water Removal Services

* No deductible

* No cost to policyholder even if loss is not covered by Citizens

* If the policyholder agrees to participate, Citizens provides a Citizens-approved contractor(s) to provide
water removal and drying services to protect insured structures from further damage

* Managed Repair Contractor Network Program

* Provides permanent repair services for covered damage
 Policyholder works with licensed and insured contractors within the network
 All contractors’ claim related work is guaranteed for threeyears

2018 Policy Changes

» Effective for HO-3 and dwelling DP-3 new business and renewals August 1,2018
* 510,000 Sublimit for Coverages A and B if Managed Repair Contractor Network not used

* Requires all claimants other than insured, their agent, representative or a public adjuster representing claimant
to:

» Provide documentation supporting the right to make a claim
» Provide documentation detailing the scope and amount of loss
 Participate in appraisal or alternative dispute resolution
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