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Independent Auditors’ Report

The Board of Governors
Citizens Property Insurance Corporation

We have audited the accompanying statutory statements of admitted assets, liabilities and
accumulated surplus of Citizens Property Insurance Corporation (Citizens) as of December
31, 2007 and 2006, and the related statutory statements of operations, changes in
accumulated surplus and cash flows for the years then ended. These financial statements
are the responsibility of Citizens’ management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of Citizen’s internal control
over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

As described more fully in Note 2 to the financial statements, Citizens prepared these
statutory financial statements using accounting practices prescribed or permitted by the
State of Florida, Office of Insurance Regulation, which practices differ from generally
accepted accounting principles in the United States of America. The variances between
such practices and accounting principles generally accepted in the United States of
America and the effects on the accompanying financial statements are described in Note
14.

In our opinion, because of the effects of the matter discussed in the preceding paragraph,
the statutory financial statements referred to above do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial
position of Citizens Property Insurance Corporation as of December 31, 2007 and 2006,
and the results of its operations or its cash flows for the years then ended.



The Board of Governors and Management
Citizens Property Insurance Corporation
Page 2

In our opinion, the statutory financial statements referred to above present fairly, in all material
respects, the admitted assets, liabilities and accumulated surplus of Citizens Propertly Insurance
Corporation as of December 31, 2007 and 2006, and the results of its operations and its cash
flows for the years then ended in conformity with accounting practices prescribed or permitted
by the State of Florida, Office of Insurance Regulation.

t

Lem, %y  SIgrtom, LLC—
Carr. Riggs & Ingram, LLC
April 24, 2008
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Citizens Property Insurance Corporation
Statements of Admitted Assets, Liabilities and Accumulated Surplus

Admitted assets
Cash and invested assets:

Bonds

Cash and short-term investments
Total cash and invested assets

Investment income due and accrued
Premiums receivable, net

Other receivables under reinsurance contracts
Reinsurance recoverable

Income tax recoverable

Assessment receivable

Other admitted assets

Total admitted assets

Liabilities and accumulated surplus
Liabilities:

Loss reserves

Loss adjustment expense reserves

Unearned premiums, net of unearned ceded premiums

of $144,732 and $11,338
Taxes and fees payable
Provision for reinsurance
Bonds payable
Interest payable
Advance premiums and suspended cash
Other liabilities
Total liabilities

Accumulated surplus:
Restricted
Unrestricted

Total accumulated surplus

Total liabilities and accumulated surplus

Statutory Basis

December 31

2007

2006

(In Thousands)

$ 2,510,723

$ 3,619,873

7,377,583 3.636.689
9,888,306 7,256,562
29,400 37,349
126,630 229,622
6,951 12,134
122,405 129,044

- 168,060

836,637 971,985
11,979 7,388
$11.022,308 § 8.812,144
$ 569,747 § 506,438
155,653 81,168
1,487,146 1,601,576
11,856 15,767
17,085 5,282
5,864,674 5,196,573
27,200 43,340
130,535 175,357
115,204 64,187
8,379,100 7,689,688
70,585 -
2,572,623 1,122,456
2,643,208 1,122,456

$ 11,022,308 § 8,812,144

See accompanying notes to financial statements.
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Premiums earned

Losses incurred

Loss adjustment expenses incurred
Other underwriting expenses incurred
Underwriting income

Net investment income

Interest expense, net

Line of credit fees and note issuance costs
Takeout bonus income (expense), net
Assessment income

Other income (loss)

Income before federal income tax benefit

Federal income tax benefit
Net income

Citizens Property Insurance Corporation
Statements of Operations — Statutory Basis

Years Ended December 31

2007

2006

(In Thousands)

$ 3,074,754 $ 2,054.285
711,238 589,744
171,687 70.109
543,338 386,239

1,648,491 1,008.193
165,683 210.193
(309,826) (224,299)
(25,630) (48,076)
(4.531) 2,853
68,008 1.765,581
(658) 2115
1,541,537  2,716.560
2,744 220.459

$ 1.544.281

$§ 2937019

See accompanying notes to financial statements.
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Citizens Property Insurance Corporation
Statements of Changes in Accumulated Surplus (Deficit) — Statutory Basis

(In Thousands)

Balance at January 1, 2006 $ (1.811.115)
Net income 2.937,019
Change in nonadmitted assets (9,131)
Change in provision for reinsurance 5,608
Other 75

Balance at December 31, 2006 1,122,456
Net income 1,544,281
Change in nonadmitted assets (10,478)
Change in provision for reinsurance (11,802)
Change in net unrealized capital (1.927)
Other 678

Balance at December 31, 2007 S 2.643.208

See accompanying notes to financial statements.
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Operating activities

Premiums collected, net of reinsurance
Loss and loss adjustment expenses paid

Underwriting expenses paid

Net investment income received (paid)

Other income received

Net cash provided by operating activities

Investing activities

Proceeds from investments sold. matured or repaid

Investments acquired

Net cash provided by (used in) investing activities

Financing and miscellaneous activities

Borrowed funds received
Other cash received (paid)

Net cash provided by financing and miscellaneous activities
Net increase in cash and short-term investments

Cash and short-term investments:

Beginning of year
End of year

Citizens Property Insurance Corporation
Statements of Cash Flows — Statutory Basis

Years Ended December 31
2007 2006

(In Thousands)

$ 3.067.608 $ 2.788,952
(745,131)  (1.557.263)
(544,805) (407.325)
470.426 (6.862)
221.076 1,611,027

2,469,174 2.428,529

4,045,998 2,359,288
(2,954.279)  (3.804.379)

1,091,719 (1,445.091)

62,540 3.050.000
117,461 (883.754)

180,001 2,166,246

3.740.894 3,149.684

3.636.,689 487.005

$ 7.377.583 8 3.636.689

See accompanying notes to financial statements.




Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 1 - GENERAL

Citizens Property Insurance Corporation (Citizens) was established on August 1, 2002, pursuant
to Section 627.351(6). Florida Statutes (the Act), to provide certain residential and non-
residential property insurance coverage to qualified risks in the State of Florida under
circumstances specified in the Act. The original intent of the legislation was that property
insurance be provided through Citizens to applicants who are in good faith entitled to procure
insurance through the voluntary market but are unable to do so. Citizens results from a
combination of the Florida Residential Property and Casualty Joint Underwriting Association
(the FRPCJUA) and the Florida Windstorm Underwriting Association (the FWUA). The
FRPCJUA was renamed Citizens and the FWUA’s rights. obligations, assets, liabilities and all
insurance policies were transferred to Citizens. Unlike private insurers offering coverage through
the admitted market, Citizens is not required to obtain or to hold a certificate of authority issued
by the Florida Office of Insurance Regulation (the Office). For purposes of its tax-exempt status,
Citizens is considered a political subdivision and an integral part of the State of Florida. As
such. Citizens™ operations may be affected by the legislative process. In 2007. the Act was
amended to recognize Citizens’ status as a governmental entity and the necessity of Citizens to
provide insurance that was affordable.

Citizens operates pursuant to a Plan of Operation (the Plan) approved by the Financial Services
Commission (the Commission) of the State of Florida. The Commission is composed of the
Governor, the Chief Financial Officer. the Attorney General and the Commissioner of
Agriculture of the State. Prior to October 1, 2006. the Plan was subject to the approval of the
Office.

Citizens is supervised by a Board of Governors (the Board) which consists of eight individuals
who reside in the state of Florida. The Governor, the Chief Financial Officer, the President of
the Senate and the Speaker of the House of Representatives each appoint two members of the
Board. At least one of the two members appointed by each appointing officer must have a
demonstrated expertise in the insurance industry. The Chief Financial Officer designates one of
the appointees as the Board's chair. All Board members serve at the pleasure of their appointing
officers.

Citizens’ president (executive director) and senior managers are engaged by and serve at the
pleasure of the Board. The president (executive director) is subject to confirmation by the Florida
Senate.

Pursuant to the Act. all revenues. expenses. assets and liabilities of Citizens shall remain divided
into three separate accounts: the Personal Lines Account, the Commercial Lines Account and the
High-Risk Account. A brief history of each account follows:



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 1 - GENERAL (CONTINUED)

Personal Lines Account history - The FRPCJUA began operations on January 21, 1993.
after Hurricane Andrew. pursuant to Section 627.351(6). Florida Statutes. to provide certain
residential property insurance coverage to qualified risks in the State of Florida (on a
statewide basis) to applicants who were in good faith entitled to procure insurance through
the private market but were unable to do so. Residential property coverage consists of the
types of coverage provided to homeowners. mobile homeowners. tenants. condominium unit
owners. and similar policies. The policies provide coverage for all perils covered under a
standard residential policy. subject to certain underwriting requirements. Such policies
exclude windstorm coverage on property within eligible areas. This portion of the
FRPCJUA's activities became the Personal Lines Account under Citizens.

Commercial Lines Account history — The Florida Property and Casualty Joint Underwriting
Association (FPCJUA) was activated in early 1994 to provide commercial residential
coverage. i.e.. coverage for condominium associations. apartment buildings and homeowner
associations, to organizations unable to obtain such coverage from a private insurer. During
1995. legislation was enacted to transfer all obligations. rights. assets, and liabilities related
to commercial residential coverage from the FPCJUA to the FRPCIJUA. The legislation
required that the premiums. losses, assets and liabilities be accounted for separately from the
FRPCIUA's personal residential business. These policies excluded windstorm coverage on
properties within ecligible areas. This portion of the FRPCJUA's activities became the
Commercial Lines Account under Citizens. In 2006, the FPCJUA was re-activated to provide
commercial non-residential wind only coverage. In 2007, legislation was enacted which
resulted in the transfer and assumption of the FPCJUAs commercial non-residential policies
by Citizens. These policies were added to the Commercial Lines Account.

High-Risk Account history — The FWUA, which was a residual market mechanism for
windstorm and hail coverage in selected areas of the State. was created by an act of the
Florida Legislature in 1970 pursuant to Section 627.351(2). Florida Statutes. FWUA was a
Florida unincorporated association. the members of which were all property insurance
companies holding a certificate of authority to provide property insurance coverage in the
State. FWUA provided policies of windstorm insurance for property owners within the
eligible areas who were unable to obtain such coverage from private insurers. Insured
properties include personal residential. commercial residential and commercial non-
residential properties. This portion of the FWUAs activities became the High Risk Account
under Citizens.

Legislation in 2007 significantly changed the standards Citizens uses to set rates. Historically.
Citizens' rates were required to be actuarially sound and not competitive with approved rates
charged by authorized insurers. The standard that Citizens develop rates that are not competitive
with approved rates charged by authorized insurers was removed. and the requirement for
actuarially sound rates remains.

o



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 1 - GENERAL (CONTINUED)

The 2007 Special Legislation also increased the level of reinsurance coverage available to
Citizens and other insurers in the State from the Florida Hurricane Catastrophe Fund (FHCF) and
mandated that insurers and Citizens make rate filings to reflect the savings associated with
purchasing such additional coverage from the FHCF. As a result of this legislation, Citizens
implemented rate decreases and refunds for its personal lines residential policyholders. During
2007. Citizens’ reduced homeowner multiperil rates and residential fire/dwelling rates 6.7% and
4.2% respectively, decreased residential wind-only rates for the High-Risk Account 18.2% and
decreased Commercial Lines Account residential rates 12.0% as a result of the increased level of
FHCEF coverage.

Also, the 2007 Special Legislation rescinded the rates for Citizens premiums which took effect
January 1, 2007, except for rates which were lowered. Such legislation required Citizens, as of
January 1. 2007, to use the lower rates that were in effect on December 31, 2006 and to provide
refunds to policyholders who had paid higher rates as a result of that rate filing. This
requirement produced a reduction to the homeowner multiperil rates and residential fire/dwelling
rates of 11.0% and 17.4% respectively. and decreased residential wind only rates for the High
Risk Account 18.2%. Consequently, the rates in effect on December 31, 2006 will remain in
effect through the 2008 calendar year except for any rate change that results in a lower rate.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

Citizens prepares its statutory financial statements in conformity with accounting practices
prescribed or permitted by the Office. The Office requires that insurance companies domiciled in
the State of Florida prepare their statutory basis financial statements in accordance with National
Association of Insurance Commissioners’ (the NAIC) Accounting Practices and Procedures
Manual. subject to any deviations prescribed or permitted by the Office.

Statutory accounting principles (SAP) is a comprehensive basis of accounting other than
generally accepted accounting principles in the United States of America (GAAP). The
significant SAP which differ from GAAP are as follows:

a. Acquisition costs incurred in connection with acquiring new business, such as
commissions, certain servicing company fees, and other costs of acquiring, renewing

and servicing the business are charged to operations as incurred rather than deferred
and amortized over the policy term.



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

b.

ua

Certain assets are defined by the NAIC and the Office as “nonadmitted”’. These include
furniture and equipment, leasehold improvements. certain prepaid assets, certain
computer software and receivables in the course of collection with balances more than
90 days past due. The net change in such nonadmitted assets during the year is charged
or credited directly to accumulated surplus. GAAP. on the other hand. includes these as
assets and requires an allowance for doubtful accounts to reserve for past due
receivables.

Investments in debt securities are valued at cost and are amortized under the valuation
standards of the NAIC. According to GAAP, investments in debt securities are reported
at fair value with unrealized holding gains and losses reported in operations.

Certain expenses associated with multiple periods, such as line of credit fees. note
1ssuance costs and takeout bonus expenses, are charged to operations as incurred, rather
than deferred and amortized over the periods to which the expenses relate as required
under GAAP.

Reserves for losses and loss adjustment expenses ceded to reinsurers and unearned
premiums ceded to reinsurers are reported as reductions of the related reserves and
unearned premiums rather than as assets as required under GAAP.

Commissions paid by reinsurers on business ceded are reported as income when
received rather than deferred and amortized with deferred policy acquisition costs, as
required under GAAP.

Cash and short-term investments in the statement of cash flows represent cash balances
and investments with initial maturities of one vear or less. Under GAAP. the
corresponding caption of cash and cash equivalents includes cash balances and
investments with initial maturities of three months or less. Also under GAAP. short-
term investments are disclosed separately from cash and include investments with
remaining maturities of one year or less.

Other significant accounting practices are as follows:

Bonds

Bonds. which consist solely of debt securities, are recorded at admitted asset values. as
prescribed by the NAIC's valuation procedures and are rated in accordance with current NAIC
guidelines. This means that bonds designated highest quality and high quality are reported at
amortized cost; with all other bonds reported at lower of amortized cost or fair value. Debt
securities not backed by other loans are stated at amortized cost using the interest method. Loan-
backed debt securities and structured securities are stated at amortized cost using the interest
method and adjusted retrospectively.

10



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and Short-term Investments

Cash consists of highly liquid investments with original maturities of three months or less. Short-
term investments are investments with original maturities of one year or less (excluding those
investments classified as cash) and are recorded at admitted asset values, as prescribed by the
NAIC s valuation procedures.

Short-term investments consist of amounts invested in the Local Government Investment Pool
administered by the Florida State Board of Administration (See Note 17), the State of Florida
Chief Financial Officer’s Special Purpose Investment Trust Account (the Special Purpose
Account). various money market funds. commercial paper. and U.S. government agency short-
term bonds.

Net Investment Income

Net investment income includes realized gains and losses on sales of investments which are
recognized on the specific identification basis and losses for permanent write-downs on the fair
value of certain investments. Net investment income also includes the gains or losses from
terminations of interest rate swap agreements used in prior years for hedging. Such gains or
losses are recognized over the life of the terminated agreements.

Electronic Data Processing Equipment, Net

Depreciation of electronic data processing (EDP) equipment is computed using the straight-line
method over the equipment’s estimated useful life of three years. Depreciation expense for EDP
equipment amounted to $2.9 million and $1.9 million for the years ended December 31, 2007
and 2006. The cost and accumulated depreciation for EDP equipment was S17.5 million and
$8.0 million at December 31. 2007 and $9.2 million and $5.2 million at December 31. 2006,
respectively.

Loss Reserves and Loss Adjustment Expense Reserves

Liabilities for loss reserves and loss adjustment expense reserves are estimated based on claims
adjusters” evaluations and on actuarial evaluations, using Citizens’ loss experience and industry
statistics. While the ultimate amount of losses and loss adjustment expenses incurred is
dependent on future development. in management’s opinion. the estimated reserves are adequate
to cover the expected future payment of losses. However. no assurance can be given that the
ultimate settlement of losses may not vary significantly from the reserves provided. Adjustments,
if any, to estimates recorded resulting from subsequent actuarial evaluations or ultimate
pavments will be reflected in operations in the period in which such adjustments are known or
estimable. Citizens does not discount liabilities for loss reserves and loss adjustment expense
reserves.

11



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Premiums

Premiums are recorded as earned on a daily pro rata basis over the policy period. The portion of
premiums not earned at the end of the period are recorded as unearned premiums.

Premiums receivable includes amounts due from policyholders for billed premiums. Billings are
calculated using estimated annual premiums for cach policy and are paid either through an
installment plan offered by Citizens or in their entirety at the inception of the policy.

Guaranty Fund and Other Assessments

Citizens is subject to assessments by the Florida Insurance Guaranty Association (FIGA). For
the property lines of insurance, FIGA collects assessments from solvent insurance companies
operating in Flonda and Citizens to cover the costs resulting from insolvency or rehabilitation of
other insurance companies. Assessments are charged to expense and a liability is accrued when
Citizens is notified that an assessment will be levied. Afier paying the FIGA asscssment.
Citizens recoups the assessment from its own insureds. Citizens records a receivable and
recognizes revenue for the amount of policy surcharges that are expected to be received to
recoup any assessment levied by FIGA.

Assessments are also levied by the FHCF and are payable by Citizens™ insureds. Citizens
collects the FHCF assessments from its insureds and remits them to the FHCF.

Citizens is also required to assess insureds in Florida for deficits incurred by Citizens.
Assessments made pursuant to the Act and the Plan are recognized as revenue and recorded as
receivable in the period approved by the Board of Governors and the Office and levied by
Citizens (See Note 15). Assessment receivables are considered to be fully collectible.

Reinsurance

Premiums ceded under reinsurance agreements are recorded as a reduction of earned premiums.
Reinsurance recoverables on unpaid losses are recorded as a reduction of losses incurred and loss
adjustment expenses incurred. Reinsurance recoverables on paid losses are recorded as
receivables. All catastrophe reinsurance payments are recorded as premiums ceded and are
amortized over the life of the hurricane season for which the payments apply. Premium ceded
include both catastrophe reinsurance purchases and depopulation premiums.

Takeout Bonuses

Takeout bonuses are expensed when paid into escrow (See Note 11).



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Use of Estimates

The preparation of the financial statements in accordance with SAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent asscts and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Financial Instruments

The carrving value of cash and cash equivalents, premiums receivable. net, other admitted assets
and other habilities approximates fair value given their short-term nature.

Market Risk

Citizens underwrites residential and commercial property insurance policies in the State of
Florida. Therefore, adverse economic changes or certain changes in the insurance laws of the
State of Florida could have a significant impact on Citizens’ future financial position and results
of operations. Approximately 54.13% of Citizens' insurance coverage exposure lies in the
Southeast Florida counties of Miami-Dade, Broward, Monroe and Palm Beach as of
December 31, 2007. Approximately 11.12% of Citizens’ insurance coverage lies in Pinellas and
Hillsborough counties as of December 31. 2007. Severe storm activity in any of these counties.
or throughout the state of Florida, could have a significant impact on Citizens’ future financial
position and results of operations.

NOTE 3 - INVESTMENTS
Investment Policy and Impairment

Citizens has a conservative investment policy that requires all securities in its portfolio to be
rated A3/A- or better by Moody’s and S&P at the time of purchase. Citizens engages
independent investment managers to invest bond proceeds and certain operating cash pursuant to
the investment policy. During the industry-wide sub-prime mortgage and liquidity crises of the
fall and winter of 2007, some of Citizens’ investments experienced distress and were
subsequently downgraded. On December 31, 2007, Citizens investment portfolio included
approximately $584 million in assets at par valuc that were downgraded below Citizens
guideline requirements. In addition, a substantial portion of these downgraded assets were
composed of Structured Investment Vehicles (SIV). Some of the SIV issuers, specifically Axon,
KKR Atlantic, KKR Pacific, and Ottimo Funding defaulted on their obligations and the debt has
either been restructured or is in the process of being restructured. While Citizens is monitoring
the status of these securities. the outlook with respect to ultimate realization of par is uncertain.
Citizens recentlv updated its investment policy to include additional safeguards such as a
prohibition of partially and non-supported Asset-Backed commercial paper and SIVs.

13



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 3 - INVESTMENTS (CONTINUED)

Given that certain of Citizens investments have defaulted and have been restructured,
management determined that these assets were impaired on an other than temporary basis at
December 31. 2007 and Citizens recorded realized capital losses in the amount of $88.5 million

““for such assets. The write-down included $83.4 million in short-term investments and $5.1
million in bonds. The amortized cost of these assets was reflected at the permanently marked
down value in the accompanying financial statements. Subsequent to year end, the permanently
marked down investments have experienced an additional unrealized loss in market value of
$16.4 million through March 31, 2008.

Short-Term Investments

Citizens™ short-term investments include shares held in the Local Government Investment Pool
administered by the Florida State Board of Administration. Certain investments in this external
investment pool were dcemed to be impaired at December 31, 2007 as discussed above. See
Note 17.

Bonds

The amortized cost and aggregate fair value of bonds at December 31, 2007 were as follows:

Amortized Unrealized
Cost Gain (Loss) Fair Value
(in thousands)

U.S. Treasury and U.S. Government

Securities $ 45139 $ 42 $ 45,181
Special Revenue 3,327 (N 3,320
Public Utilities 0 0 0
Industrial & Miscellaneous 2,461.059 (10,493) 2,450,566
Loan Backed and Structured

Securities:

U.S. Government 19 1 20

Special Revenue 1.106 (8) 1,098

Industrial &

Miscellaneous 73 0 73
Total $ 2,510.723 S (10,465) S 2,500,258
U.S. Treasury and U.S. Government

Securities $ 45159 $ 42 $ 45201
Special Revenue 4432 (14) 4,418
Public Utilities 0 0 0
Industrial & Miscellaneous 2,461,132 (10.493) 2,450,639
Total $ 2,510.723 $ (10,465 $ 2,500,258

14



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 3 - INVESTMENTS (CONTINUED)
Bonds (Continued)

The amortized cost and aggregate fair value of bonds at December 31, 2006 were as follows:

Amortized Unrealized
Cost Gain (Loss) Fair Value
(in thousands)

U.S. Treasury and U.S. Government

Securities $ 1.128.360 S (4.224) $ 1,124,136
Special Revenue 17.217 2 17.219
Public Unilities 1.073 1 1,074
Industrial & Miscellaneous 1.151,887 (7,427) 1,144,460
Loan Backed and Structured

Securities:

U.S. Government 18,004 19 18,023

Special Revenue 513.356 (3.773) 509,583

Industrial &

Miscellaneous 789.976 (1,820) 788,156
Total $ 3,619.873 $ (17,222) $ 3,602,651
U.S. Treasury and U.S. Government

Securities $ 1.146,363 $ (4,205) $ 1,142,158
Special Revenue 530.573 (3,771) 526,802
Public Utilities 1.073 1 1,074
Industrial & Miscellaneous 1.941.864 (9.247) 1,932,617
Total $ 3.619,873 $ (17.222) $ 3,602,651

Citizens held certain securities in an unrealized loss position at December 31, 2007, as
summarized in the table below. Afiter an evaluation of each security. management concluded
that these securities have not suffered an other-than-temporary impairment in value. Each fixed
maturity security has paid all scheduled contractual payments. Management believes that each
issuer has the capacity to meet the remaining contractual obligations of the security. including
payment at maturity, and that Citizens has the capacity and intent to hold the security until the
scheduled maturity date. However, fair values may be adversely affected by economic
conditions.



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 3 - INVESTMENTS (CONTINUED)

Bonds (Continued)

Total Less than 12 months More than 12 months
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
(in thousands)
Bonds:
U.S. Treasury and U.S.

Government Securities 39992 S 8) 39992 § (8) S - -
Special Revenue 3,320 @) 3.320 @) - -
Industrial & Miscellaneous 1,545,257 (14,255) 1,476.004 (11,785) 69.253 (2,470)
LLoan Backed and Structured

Securities:

Special Revenue 986 (10) 780 (9) 206 (1)
Total 1,589.555 § (14,280) 1,520,096 $ (11,809) $ 69,459 (2,471)
U.S. Treasury and U.S.

Government

Securities 39992 § ®) 39992 § (8) S - -
Special Revenue 4,306 an 4,100 (16) 206 (N
Industrial & Miscellaneous 1,545.257 (14.255) 1,476,004 (11,785) 69,253 (2,470)
Total 1,589,555 § (14,280) 1,520,096 $ (11,809) § 69459 (2471)

Fair value was determined based on market prices published by the NAIC Securities Valuation
Office (SVO), if the securities are priced by the NAIC. When prices are not available from the
NAIC., fair market valuc is based on the market prices provided by the custodian which are
generally based on quoted market prices. Fair value for investments that are not currently
trading is based on the fair value of the underlying collateral as determined by third party
advisors. In reaching the conclusion that certain bonds in an unrealized loss position were not
permanently impaired, Citizens considered whether the bond was currently trading and whether
currently available information gave any indication that Citizens would be unable to collect all
amounts due according to the contractual terms of the debt security in effect at the date of
acquisition.

Proceeds from maturities and sales of bonds during 2007 and 2006 were $4.0 billion with gross
realized gains of $1.6 million and gross realized losses of $24.9 million and $2.4 billion, with
gross realized gains of $.8 million and gross realized losses of $23.8 million. respectively.
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NOTE 3 - INVESTMENTS (CONTINUED)

Bonds (Continued)

The amortized cost and fair value of securities at December 31. 2007. by contractual maturity,
are shown below. Actual maturities may differ from contractual maturities because borrowers
may have the right to call or repay obligations with or without call or prepayment penalties.

Due after one year through five years
Due after five years through ten years
Due after 10 years

Loan-backed securities

Amortized Fair
Cost Value
(in thousands)

Due in one year or lcss $ 404,012  § 401,639
1,837,557 1,.829.479
136.002 135.995
131.954 131,954
1,198 1,191
2510723 § 2,500,258

Total S

NOTE 4 - LIABILITY FOR LOSS RESERVES AND LOSS ADJUSTMENT EXPENSE

RESERVES

Activity in the liability for loss reserves and loss adjustment expensc reserves for the years ended

December 31, 2007 and 2006 were as follows:

2007 2006
(in thousands)

Loss rescrves and loss adjustment expense reserves,

beginning of year S 587,606 S 1,485.016
Incurred related to:

Current year 692,583 339.770

Prior years 190,342 320,083
Total incurred 882,925 659,853
Paid related to:

Current year 353,312 157.640

Prior years 391,819 1,399.623
Total paid 745,131 1,557,263
Loss reserves and loss adjustment expense reserves,

end of year S 725,400 S 587.606

As a result of changes in estimates of insured events in prior years, primarily due to the
underestimation of costs relating to prior vear hurricane claims, the provision for loss and loss
adjustment expenses increased by $190.0 million and $320.0 million in 2007 and 2006,

respectively.
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NOTE 4 - LIABILITY FOR LOSS RESERVES AND LOSS ADJUSTMENT EXPENSE
RESERVES (CONTINUED)

Citizens has entered into agreements with several outside companies that provide claims
adjustment services in its non-catastrophic operations. These agreements provide for
compensation to the companies based on a graduated fee schedule. The fee schedule is based on
the gross claim amount and type of loss handled by the companies. Compensation for claims
services performed during a catastrophe is paid pursuant to a catastrophe specific fee schedule,
which may be graduated based upon demand surge following large catastrophic events. The
agreements are effective for one year, with provisions for automatic renewal for successive one-
year periods. Any additional liability that may ultimately result from unusual loss or loss
adjustment expenses is not expected to have a material adverse effect on the financial position or
results of operations of Citizens.

NOTE 5- BONDS PAYABLE

Series 19974 issued August 25, 1997 and Series 19994 issued March 31, 1999 — In August
1997 and March 1999, the pre-merger FWUA issued $750 million and $1.0 billion of secured
notes, respectively. The bonds were issued for the purpose of funding losses in the event of a
future catastrophe. Repayment and annual debt service of the High-Risk Account bonds was
facilitated through premium and surcharge revenues, unused proceeds of the bonds, amounts
available under the High-Risk Account Line of Credit (See Note 8), Regular Assessments and
Emergency Assessments (See Note 15), as necessary.

The bonds stated interest rates ranged from 6.70% to 7.125% per annum. The interest on the
bonds was payable semi-annually on February 25" and August 25™. No principal payments were
made during 2006. QOutstanding maturities on these notes were $1.3 billion at December 31,
2006. The Scries 1997A bonds matured on August 25, 2007 and the Series 1999A bonds were
refinanced on February 26, 2007.

Series 19974, issued May 13, 1997 — In May 1997, the pre-merger FRPCJUA issued $500
million of Series 1997A Notes for the Personal Lines Account and Commercial Lines Account.
The bonds were issued for the purpose of funding losses in the event of a future catastrophe. The
bonds were secured by a security interest in emergency assessments (See Note 15). Under certain
circumstances the bonds were also secured by and payable by regular assessments or
reimbursements received by or on behalf of Citizens from the Florida Hurricane Catastrophe
Fund (FHCF - see Note 9). The Trust Indenture contained covenants that imposed restrictions on
Citizens™ ability to sell, lease, pledge, assign or otherwise encumber or dispose of its security
interest. The bonds were a direct and general obligation of Citizens and were secured ratably
and without preference with Citizen's Personal Lines Account and Commercial Lines Account
line of credit agreement (see Note 8).
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NOTE 5 - BONDS PAYABLE (CONTINUED)

The bonds slated interest rate ranged from 7.45% to 7.625% per annum. The interest on the
bonds was payable semi-annually on January 1* and July 1*. No principal payments were made
during 2006. Outstanding maturities on these notes were S100 million at December 31, 2006.
The bonds matured on July 1, 2007.

Series 2004A through 20041 Bonds — During May 2004, Citizens issued $S750 million of senior
secured bonds for the purpose of funding losses in the High-Risk account in the event of a future
catastrophe. The bonds were issued in multiple series and bear interest at variable, auctioned
rates. based on the 30-day LIBOR (auctioned at 6.15% at December 31, 2007). for generally
successive 28-day auction periods. These bonds are secured by pledged revenues which consist
of moneys and investments held in accounts established under the trust indenture. proceeds from
any regular assessment and/or reimbursements received from the FHCF. The bond maturity
dates range from July 1. 2016 and July 1. 2024. No principal payments were made during 2007
and 2006. The fair market value of the bonds approximates $750 million.

Series 2006A1 through 2006422 Bonds — During July 2006. Citizens issued $3.05 billion of
senior secured bonds for the purpose of funding losses in the High-Risk account in the event of a
future catastrophe. The bonds were issued in multiple series and bear interest at variable.
auctioned rates (ranging from 5.40% to 6.60% at December 31, 2007) for generally successive 7-
day and 28-day auction periods. The bonds are secured by pledged revenues which consist of
moneys and investments held in accounts established under the trust indenture, proceeds from
any regular assessment and/or reimbursements received from the FHCF. The bond maturity
dates range from Julyl. 2017 to July 1. 2026. No principal payments were made during 2007
and 2006. The fair market value of these bonds approximates $3.05 billion.

Series 20074 Senior Secured Refunding Bonds - On February 26, 2007 Citizens issued $1.06
billion of tax exempt post event High-Risk Account Senior Secured Refunding Bonds. Series
2007A at a premium of S60.1million for the purpose of financing the current refunding and
redemption of the outstanding 7.125% Series 1999A Senior Secured Insured Notes due 2019
previously issued by the FWUA, a predecessor of Citizens. In order to refund these notes
Citizens paid a make whole call premium at the time of refunding. amounting to $181.1 million
that was calculated on the current yield of a twelve year treasury note plus 30 basis points. The
2007A bonds bear interest ranging from 3.75% to 5.00% per annum, payable semi-annually on
March 1* and September 1¥. The bonds are secured by pledged revenues which consist of
moneys and investments held in accounts established under the trust indenture, proceeds from
any regular assessment and/or reimbursements received from the FHCF. The bond maturity
dates range from March 1. 2008 to March 1. 2017. No principal payments were made during
2007.
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NOTE 5 - BONDS PAYABLE (CONTINUED)

Series 2007-1 through 2007-10 Bonds — During July 2007, Citizens issued $950 million of
senior secured bonds for the purpose of funding losses in the Personal Lines Account and the
Commercial Lines Account in the event of a future catastrophe. The bonds were issued in
multiple series and bear interest at variable, auctioned rates (ranging from 4.85% to 6.25% at
December 31, 2007) for generally successive 7-day auction periods. The bonds are secured by
pledged revenues which consist of moneys and investments held in accounts established under
the trust indenture. proceeds from any regular assessment and/or reimbursements received from
the FHCF. The bond maturity dates range from July 1, 2018 to July 1, 2022. No principal
payments were made during 2007. The fair market value of these bonds approximates $950
million.

A schedule of debt service requirements, including principal and interest, is as follows:

Year Ending

December 31 Principal Interest Total
(in thousands)
2008 $ 50,000 i 269,926 $ 319,926
2009 91.580 266.469 358,049
2010 96,160 261.887 358,047
2011 100,995 257,053 358,048
2012 106,125 251922 358,047
2013-2017 1,042,680 1.159,334 2,202,014
2018-2022 2.750,000 673,670 3.423.670
2023-2027 1,575,000 151,225 1,726,225
Total $ 5,812,540 S 3,291,486 $ 9,104,026

Unamortized premium at December 31. 2007 was $52.1 million.

The total interest expense on the Bonds for the years ended December 31. 2007 and 2006 was
$310.8 million and $226.3 million including amortized premium of $3.5 million and discount
amortization of $.4 million. respectively. and is included in “Interest expense. net” in the
accompanying statements of operations.

Interest Rate Swap Agreements — Citizens had no interest rate exchange agreements outstanding
at December 31, 2007 and 2006. However, in connection with the issuance of the Series 1997A
Notes issued May 13, 1997, Citizens entered into interest rate exchange agreements with various
counterparties for notional amounts of $500 million. The interest rate exchange agreements were
terminated during 1998, 2001 and 2002, for which Citizens received termination payments of
$7.3 million, $7.6 million, and $10.3 million, respectively. The gain on the terminated interest
rate swap agreements has been deferred and is being amortized over the remaining term of the
terminated agreements using the effective interest method. The total amount of deferred gain and
accrued interest amortized and recognized as a reduction of interest expense for the years ended
December 31. 2007 and 2006 was $1.0 million and $2.0 million, respectively.
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NOTE 6 - AGENT COMMISSIONS AND SERVICING COMPANY FEES

Citizens has contracted with various insurance agents licensed in the State of Florida. These
agreements provide for commissions to be paid to the agents at rates established by the Board
and calculated as a percentage of direct written premiums. net of certain surcharges. Agent
commissions included in other underwriting expenses incurred were $324.7 million and $259.7
million during 2007 and 2006. respectively.

Additionally. Citizens has entered into agreements with two servicing companies to provide
certain services. The first servicing company provides underwriting and policy management
services. The agreements related to these services provide for monthly compensation to the
companies based on a “Per Transaction Fee’ applied to the number of transactions processed in a
monthly cycle. The second servicing company provides underwriting, policy management,
premium collection, claims administration and claims payment services; claim services were
eliminated from this agreement beginning in early 2008 and this agreement is set to expire no
later than December 31, 2008. These agreements provide for monthly compensation to the
company based on a portion decreasing from 15% to 6% of the related policies’ net written
premium as total net written premium increases. In addition, the agreement provides for the
servicing company to receive policy issuance fees, as well as inspection fees. Servicing carrier
fees included in other underwriting expenses incurred were $13.0 million and $10.4 million.
during 2007 and 2006, respectively. In addition, no agents or servicing carriers have been paid
more than 5% of surplus in 2007.

NOTE 7 - INCOME TAXES

Pursuant to a determination letter received from the Internal Revenue Service, Citizens is exempt
from federal income tax under Section 501(a) of the Internal Revenue Code and as such. is liable
for income taxes only on business income unrelated to the purpose for which it is exempt.

During 2002, the FWUA transferred its assets and liabilities to Citizens in accordance with
Flonda Statute 627.351(6). At that time. Citizens filed a federal income tax refund claim in
excess of $182.0 million related to the transfer. Citizens initially received a refund of
approximately $54.9 million from the Internal Revenue Service (the IRS). However. the Internal
Revenue Service filed a counterclaim against Citizens seeking payment of past due taxes and
interest in the amount of approximately $93.0 million. Given the uncertainty surrounding its tax
position. Citizens recorded the $54.9 million refund as a liability. In 2005. Citizens on behalf of
the FWUA, filed suit against the IRS asserting that for tax years 1999-2002. the FWUA was a
non-taxable entity. In September 2006. Citizens and the IRS mediated a settiement of the suit.
Under the settlement, the IRS would relinquish any claim against the FWUA for back taxes and
also agreed to pay the FWUA a refund of approximately $120.0 million of previous taxes paid
plus accrued interest. Citizens adopted the provisions of FASB Interpretation No. 48, Accounting
for Income Taxes, on January 1, 2006. As a result of the implementation of Interpretation 48,
Citizens recorded a tax benefit of $220.5 million which included interest of $45.0 million. In
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NOTE 7 - INCOME TAXES (CONTINUED)

addition. a gain of $28.0 million was recognized in 2006 for the expected refund of state income
taxes resulting from the federal settlement. In 2007, Citizens recorded a tax benefit of $2.7
million , which was interest earned in 2007 on the income tax recoverable which was received
in April 2007 and is included in Income tax benefit (expense) in the accompanying financial
statements.

NOTE 8 - LINE OF CREDIT AGREEMENTS

Effective July 3, 2007, Citizens entered into a $1.0 billion credit agreement (the 2007 PLA/CLA
Line of Credit) with a syndication of banks to pay claims and liabilities and expenses related to
claims under the Personal and Commercial Lines Accounts. The 2007 Line of Credit is secured
by a security interest in anticipation of revenues consisting of FHCF reimbursements and/or
regular assessments, including additional surcharges or assessments. The expiration of the
agreement is July 1, 2008. Citizens is required to pay an annual Facility Fee of .20% on the
unused portion of the facility. This rate is based on Moody's and S&P ratings of A-/A3 or better.
on Personal and Commercial Lines Accounts long-term debt. The current PLA/CLA ratings are
A2/A+ from Moody’'s and S&P, respectively. Unused facility fee expense and closing fees
associated with this credit agreement were $1.0 million and $.5 million for the year ended
December 31, 2007, respectively. As of December 31, 2007, there were no amounts outstanding
under this agreement.

Effective August 30, 2006 Citizens entered into a $708.0 million credit agreement (the 2006
Line of Credit) with a syndication of banks to pay claims and liabilities and expenses related to
claims under the Personal and Commercial Lines Accounts. The 2006 Line of Credit expired on
August 30, 2007. Citizens was required to pay an annual Facility Fee of .25% on the unused
portion of the facility. This rate was based on Moody’s and S&P ratings of A+ and A2,
respectively, on Personal and Commercial Lines Accounts long-term debt. Unused facility fee
expense associated with this credit agreement were $.9 million and S.6 million for the years
ended December 31, 2007 and 2006, respectively. Closing fees paid for this credit agreement
were $.6 million for the year ended December 31, 2006.

NOTE 9 - REINSURANCE AGREEMENTS

Citizens participates in the Florida Hurricane Catastrophe Fund (the FHCF). The FHCF will
reimburse Citizens a specified percentage of losses incurred relating to a hurricane in Florida if a
prescribed retention is reached. Premiums ceded to the FHCF, net of refunds received, totaled
$488.3 million and $390.1 million, respectively, during 2007 and 2006 and are included in
“Premiums earned” in the accompanying statements of operations - statutory basis. The High-
Risk Account is treated for all FHCF purposes as if it were a separate participating insurer with
its own exposures. reimbursement premium and loss reimbursement. Likewise, the Personal and

N
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NOTE 9 - REINSURANCE AGREEMENTS (CONTINUED)

Commercial Lines Accounts are viewed together for FHCF purposes. as if the two accounts were
one and represent a single, separate participating insurer with its own exposures. reimbursement
premium and loss reimbursement. The FHCF coverages and retention amounts by account are as
follows:

2007 2006
Coverage Retention Coverage Retention
Amounts Amounts Amounts Amounts
Personal and Commercial
Lines Accounts S 2,628 million S 983 million S 2.022million § 756 million
High-Risk Account 4,212 million 1,576 million 3.475 million 1,300 million

Citizens did not purchase private reinsurance in 2007 or in 2006. However, Citizens did
purchase private reinsurance for the Personal Lines Account and the High Risk Account in 2005.
The private reinsurance will reimburse Citizens a specified percentage of losses incurred relating
to hurricanes in Florida if a prescribed retention is reached. Reinsurance is on the aggregate level
for the Personal Lines Account and on a per occurrence basis in the High Risk Account.
Premiums ceded to private reinsurers, net of refunds received. totaled $O during 2007 and $6.7
million, during 2006 and are included in “Net written premiums” in the accompanying
statements of operations - statutory basis. The private reinsurancce coverages and retention
amounts by account were as follows:

2005
Coverage Amounts  Retention Amounts

Personal Lines Accounts S 175 million S 225 million
High-Risk Account 282 million 775 million

The effect of reinsurance on premiums written and earned is as follows:

2007 2006
Premiums Premiums
Written Earned Written Earned
(in thousands)
Direct $ 3,717,971 S 3.699,006 S 3.400.400 S 2.550,063
Ceded (757,646) (624,252) (449.731) (495.778)

Net premiums $ 2960325 § 3,074,754 $ 2,950,669 S 2,054,285

(R
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NOTE 9 - REINSURANCE AGREEMENTS (CONTINUED)

Citizens is entitled to $1.1 billion in FHCF reimbursements and to $50.1 million in private
reinsurance reimbursements in the High Risk Account related to losses incurred and paid as a
result of hurricane Wilma in 2005. Citizens is also entitled to $90.8 million in private
reinsurance reimbursement in the Personal Lines Account related to losses incurred and paid as a
result of all four hurricanes (Dennis, Katrina, Rita and Wilma) in 2005. The losses incurred and
the loss adjustment expenses incurred are presented net of these anticipated recoveries in the
accompanying statements of operations - statutory basis. FHCF recoveries of $705.6 million and
private reinsurance recoveries of $99.4 million were received as of December 31. 2007.

Amounts recoverable from reinsurers on unpaid losses and loss adjustment expenses are
estimated based on the allocation of estimated unpaid losses and loss adjustment expenses
among the Company's coverage lines. Actual amounts recoverable will depend on the ultimate
settlement of losses and loss adjustment expenses. Reinsurance contracts do not relieve Citizens
from its obligation to policyholders. Citizens remains liable to its policyholders for the portion
reinsured to the extent that any reinsurer does not meet the obligations assumed under their
reinsurance agreements.

Premium ceded above also includes premium ceded to companies that assume policics pursuant
to a depopulation program (See Note 11).

NOTE 10 - RETIREMENT PLAN
Deferred Compensation Plan

Citizens sponsors a 457(b)/401(a) deferred emplovee savings plan for qualified employees (the
Savings Plan). The Savings Plan qualifies as a deferred salary arrangement under Section 401(a)
of the Internal Revenue Code. Under the Savings Plan. participating eligible employees may
defer a portion of their pretax earnings. up to the Internal Revenue Service annual contribution
limit. Citizens matches 100% of each employee’s contributions. up to a maximum of 8% of the
employee’s pretax earnings. Citizens’ matching contributions to the Savings Plan were $2.0
million and $1.3 million for the years ended December 31, 2007 and 2006. and are included in
“Other underwriting expenses incurred™ in the accompanying statements of operations.

NOTE 11 - DEPOPULATION

Pursuant to the Act, Citizens is authorized to adopt one or more programs. subject 1o approval by
the Office. for the reduction of both new and renewal writings. Both of the pre-merger entities.
the FRPCJUA and the FWUA. were also authorized to adopt and did enact such programs.
However. the FRPCJUA was the only entity authorized to pay bonuses related to such programs.
Agreements were entered into with various insurance companies (the Takeout Company or
Companies) licensed in the State of Florida to remove policies from the FRPCJUA or the
FWUA.
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NOTE 11 - DEPOPULATION (CONTINUED)

Policies may be removed from Citizens at policy renewal or as part of a bulk assumption
(Assumption Agreement). In an assumption. the Takeout Company is responsible for losses
occurring from the assumption date through the expiration of the Citizens policy period (the
“assumption period”). Although the law had been unsettled, Citizens believes that the Florida
Insurance Guaranty Association (FIGA). rather than Citizens. is liable for such losses occurring
during the assumption period if a Takeout Company were liquidated and unable to meet its
obligations to policyholders. In January 2007, Florida law was amended to state that assumed
policies are the direct insurance of the Takeout Company. clarifying that FIGA is liable for
assumption period losses.

During 2007 and 2006, Citizens ceded $269.3 million and $52.9 million in premiums to Takeout
Companies pursuant to Assumption Agreements which is included in “Premiums earned” in the
accompanying statements of operations.

Citizens provides policy administration services with respect to the assumed policies. All
agreements provide for the Takeout Company to adjust losses. The Takeout Company pays a
ceding commission to Citizens to compensate Citizens for policy acquisition costs, which
includes servicing company fees, agent commissions, and premium taxes. At December 31, 2007
and 2006, assumed premiums in the amount of $7.0 million and $12.1 million were due from
certain Takeout Companies.

Certain agreements provide for a policy takeout bonus of up to 25% of policy premium to be
paid to the Takeout Companies. Such takeout bonuses have been placed into escrow bank
accounts pursuant to an escrow agreement. After a specific time period, funds placed in escrow
will be released to the Takeout Companies in accordance with the policy takeout agreement.
During 2007 and 2006, Citizens paid $15.6 million and $19.4 million, respectively, out of
escrow (net of certain recoverics). During 2007 and 2006, Citizens paid $6.5 million and $8.2
million nto escrow in accordance with the policy takeout agreements for policies removed in
2007 and 2006. With certain exceptions, Citizens did not have a takcout bonus policy in effect
for 2007 depopulation programs. 247,923 policies were removed from Citizens in 2007 pursuant
its depopulation program.

At the end of the applicable time period. Citizens requires the Takeout Companies to have an
independent audit of the policies for which thev are claiming a bonus to determine if the policy is
properly classified and is eligible for payment. Based upon results of that audit, Citizens
evaluates the original amounts placed into escrow to determine if the escrow account is over or
underfunded. During 2007 and 2006. Citizens paid into escrow $0 for underfunded accounts and
received S$1.9 million and $11.0 million, respectively, for overfunded accounts. These amounts
are included in “takeout bonus income (expense). net’” in the accompanying statcments of
operations.

[
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NOTE 12 - OPERATING LEASES

Citizens leases office space and certain office equipment under various opcrating leases. Rental
cxpense on operating leases amounted to $6.0 million and $3.3 million for the years ended
December 31. 2007 and 2006. At December 31. 2007. future minimum payments under
operating leases are as follows (in thousands):

2008 S 4.493
2009 4270
2010 3,661
2011 3.266
2012 1,957
2013 10 2015 3.906
Total b 21,553

NOTE 13 - COMMITMENTS AND CONTINGENCIES

Citizens is involved in centain litigation and disputes incidental to its operations. In the opinion
of management. after consultation with legal counsel, there are substantial defenses to such
litigation and disputes and any ultimate liability. in excess of reserves resulting therefrom. will
not have a material adverse effect on the financial condition or results of operations of Citizens.
Citizens 1s also involved in other potentially significant litigation described below. Due to the
preliminarv nature of this litigation. Citizens has not determined the affect. if any. on the
financial condition or results of operations.

A summary of potentially significant litigation follows:

Scylla Properties, LLC v. Citizens Property Ins. Corp. This certified class action lawsuit is
brought by insureds claiming that Florida's "valued policy law" required Citizens to pay policy
limits for 2004 hurricane claimed “total losses™ caused by a combination of wind and flood
damage, even though flood damage is excluded by Citizens’ policies. and the wind damage alone
would not have caused the claimed total losses. In September 2007. the Florida Supreme Court
ruled favorably to Citizens position in Florida Farm Bureau Cas. Ins. Co. v. Cox. As a result,
Citizens believes that the Sy//a class will be decertified.

Poe & Associates. L.L.C. ("Associates”) v. Citizens. This lawsuit relates to Citizens™ June 2006
termination of its agent appointment agreement with Associates. thereby preventing Associates
from being able to receive future commissions on policies that Citizens issued to former
policyholders of insolvent insurance companies affiliated with Associates and owned by Poe
Financial Group. Inc. (See Note 16). Associates seeks significant damages. Its many claims
include breach of contract. tortuous interference, equal protection violations, and regulatory
taking. Citizens believes it will ultimately prevail on all claims presented.
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NOTE 13 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

Schirmer v. Citizens. Two related putative class actions seek 2004 and 2005 hurricane damages
based on Citizens' alleged failure to pay general contractors’ overhead and profit (“O&P") under
actual cash value ("ACV™) provisions of Citizens’ policies. Citizens believes that these cases are
not suitable for class treatment. Limited class discovery is underway. Citizens has not
determined the potential financial exposure. if any. of this lawsuit.

Jimenez v. Citizens. This putative class action lawsuit filed in February 2007 seeks damages
based on Citizens' alleged failure to pay 2005 Hurricane Wilma claims for replacement windows
that would meet the high-impact standards of the Florida Building Code and High Velocity
Hurricane Zone Standards. Limited class discovery is underway. Citizens has not determined
the potential financial exposure, if any. of this lawsuit.

Schlegel v. Citizens. This putative class action lawsuit served in March 2007. seeks damages
principally for 2005 Hurricane Wilma claims based on Citizens’ alleged failure to pay non-
incurred construction permitting fees. Citizens is seeking to compel appraisal under the
provisions of the insurance policy. Citizens has not determined the potential financial impact, if
any. of this lawsuit.

NOTE 14 - RECONCIILIATION OF SAP TO GAAP

Reconciliation of Citizens’ 2007 and 2006 statutory basis net income and accumulated surplus
(deficit) to its GAAP basis (as determined by the Governmental Accounting Standards Board)
change in net assets and total net assets (deficit). respectively, is as follows (in thousands):

2007 2006
Net income - Statutory basis S 1,544,281 S 2,937,019
Adjustments:
Policy acquisition costs (2,908) 87,498
Line of credit fees & note issuance costs (25,801) 40,632
Takeout bonuses (18,099) (22.090)
Allowance for doubtful accounts (127) (5,659)
Unrealized gain on investments 176,840 25,282
Change in net assets - GAAP basis h) 1,674,186 S 3,062,682
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NOTE 14 - RECONCILIATION OF SAP TO GAAP (CONTINUED)

2007 2006

Accumulated surplus - Statutory basis $ 2,643,208  $ 1,122,456
Adjustments:

Policy acquisition costs 149,921 152,829

Nonadmitted assets. net 26,234 15,883

Provision for Reinsurance — Sch F Penalty 17,085 5,282

Line of credit fee and note issuance costs 222,792 67,514

Takeout bonuses 14,775 32,875

Cumulative unrealized loss on investments (13,921) (9,682)
Total net assets — GAAP Basis $ 3,060,094 $ 1,387,157

NOTE 15 - ASSESSMENTS

Citizens’ enabling legislation and the Plan establish a process by which Citizens may levy
assessments to recover deficits incurred in a given plan year for any of its three accounts.
Deficits are calculated separately, and assessments are accordingly levied separately, for each of
the three accounts. The Plan provides for deficits to be determined in accordance with
accounting principles generally accepted in the United States adjusted for certain items.

In the event of a Plan Year Deficit in an Account, Citizens must first levy an immediate
assessment against the premium of each Citizens nonhomestead policyholder (the "Citizens
Nonhomestead Policyholder Assessment") in each of Citizens' Accounts. as a uniform
percentage of the premium of the policy of up to 10% of such premium. If the Citizens
Nonhomestead Policyholder Assessment is insufficient to eliminate the deficit. Citizens must
levy an additional assessment against all of its policyholders (the "Additional Citizens
Policyholder Assessment"). which will be collected at the time of issuance or renewal of a
policy. as a uniform percentage of the premium for the policy of up to 10% of such premium.
which funds must be used to further offset the deficit. If the Citizens Nonhomestead Policyholder
Assessment and Additional Citizens Policyholder Assessment are insufficient to eliminate the
deficit in an Account, Citizens would then levy a Regular Assessment on Assessable Insurers
and Assessable Insureds and a Citizens Policyholder Surcharge. each as defined herein.
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NOTE 15 - ASSESSMENTS (CONTINUED)

Regular Assessments are levied on Assessable Insurers, as defined in Section 627.351(6), Florida
Statutes, based upon each Assessable Insurer's share of direct written premium for the subject
lines of business in the State of Florida for the calendar year preceding the year in which the
deficit occurred. Regular Assessments on Assessable Insureds, collectively. are based on the
ratio of the amount being assessed for an Account to the aggregate statewide direct written
premiums for the subject lines of business for the preceding year. For deficits incurred in Plan
Year 2008 and thereafter the aggregate amount of a Regular Assessment for a deficit incurred in
a particular calendar year will be reduced by the estimated amount to be received by Citizens
from the Citizens Policyholder Surcharge.

Such Citizens Policyholder Surcharges will be imposed in conjunction with the levy of Regular
Assessments. Citizens Policyholder Surcharges are not subject to commissions. fees. premium
or taxes; however, failure to pay a Citizens Policyholder Surcharge will be treated as failure to
pay premiums. Citizens Policyholder Surcharges replaced Market Equalization Surcharges which
were available prior to the 2006 Plan Year.

If the deficit in any year in any Account is greater than the amount that may be recovered
through Regular Assessments, Citizens is required to levy any remaining Plan Year Deficit as an
Emergency Assessment. An Emergency Assessment is to be collected by all Assessable
Insurers, Surplus Lines Agents and Citizens from policyholders upon the issuance or renewal of
policies for Subject Lines of Business for as many years as necessary to cover the Plan Year
Deficit in the Account. The primary difference between the assessment base for Regular
Assessments and Emergency Assessments is the inclusion of Citizens' direct written premium in
the assessment base for Emergency Assessments.

For purposes of Regular Assessments and Emergency Assessments, the "Subject Lines of
Business" are all lines of property and casualty insurance, including automobile lines, but
excluding accident and health, workers' compensation, and medical malpractice insurance, and
also excluding insurance under the National Flood and Federal Crop insurance programs. The
Regular Assessment base excludes Citizens policies (while the Emergency Assessment base
includes Citizens policies). Prior to the enactment of the 2007 Legislation. the Regular
Assessment base for each Account was only the property lines of business.

The legislature, in Section 44 of 2006 SB 1980, appropriated $715 million to reduce Citizens’
2005 plan year deficit. The appropriation first eliminated the deficits in the Personal and
Commercial Lines Accounts of $87.2 million and $4.6 million, respectively. The balance of
$623.3 million then partially reduced the High Risk Account deficit and Regular Assessment.
The remaining $163.1 million High Risk Account Regular Assessment and the $887.5 million
Emergency Assessment were approved in 2006. The assessments will be collected over a ten
year period.
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Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 16 - POE FINANCIAL GROUP POLICYHOLDERS

In 2006. the Florida Legislature amended Citizens’ enabling statute to provide that, if ordered by
a court of competent jurisdiction, Citizens could assume policies or otherwise provide coverage
for policyholders of an insurer placed in liquidation under chapter 631 under such forms. rates,
terms. and conditions as the corporation deems appropriate, subject to approval by the Office and
ordered by the liquidation court.

Three insurers affiliated with Poe Financial Group Inc. - Southern Family Insurance Company.
Atlantic Preferred Insurance Company, and Florida Preferred Property Insurance Company (the
“Poc Insurers™) - were placed into liquidation by court order. The Florida Department of
Financial Services. Division of Rehabilitation and Liquidation, was named the Receiver of the
Poe Insurers. Under the court order and Florida law, coverage with the Poe Insurers ended on
July 1. 2006.

A liquidation plan was approved by the Office of Insurance Regulation (OIR) and ordered by the
court whereby. effective July 1, 2006, Citizens was to provide transition insurance coverage
(“Transition Policies™) to eligible policyholders of the Poe Insurers who could not obtain private
coverage. Policy claims on losses occurring during the transition period (i.e. from July 1, 2006
until the expiration of the original Poe Insurer policy period), were processed and paid by
Citizens. Any losses incurred on policies of the Poe Insurers prior to July 1, 2006 werc processed
and paid by FIGA.

Under a 2006 amendment to the statute governing the Florida Hurricane Catastrophe Fund
(FHCEF). Citizens was able to purchase FHCF coverage for the Transition Policies at a cost of
about $75.0 million for $1.0 billion of coverage.

Citizens received approximately 308,000 homeowner and 1.700 commercial residential policies
as a result of the Transition Policies. To assist with the increased business to Citizens, Citizens
hired an additional 160 employees who were formerly employees of affiliates of the Poe Insurers
in Tampa.

As the Transition Policies expired, policyholders were required to reapply to Citizens for
coverage under Citizens policy forms and eligibility requirements. All transition policies had
expired by December 31, 2007.

The Uneamned Premium Due to Citizens for providing the transition coverage was calculated by
the Receiver, i.e. the Department of Financial Services, and will be paid by FIGA. Under the
Plan of Liquidation, FIGA must pay the unearned premium due to Citizens in six installments
over three years. Citizens has received payments of $148.6 million from FIGA through
December 2007.

Citizens recorded an estimate of the unearned premium as of July 1, 2006 and recognized an
estimate of the earned premium each month thereafter. Additionally, Citizens has recorded an
estimated reccivable due from FIGA. As of December 31, 2006, the estimated receivable due
from FIGA was $205.8 million. During 2007. a reconciliation of the FIGA reccivable was
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Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 16 - POE FINANCIAL GROUP POLICYHOLDERS (CONTINUED)

prepared. As of December 31, 2007, the receivable due from FIGA was $74.3 million and is
included in Premiums receivable, net in the accompanying financial statements. This receivable
is net of a guaranty fund assessment FIGA levied on Citizens in October 2007 of $68.0 million.
Citizens has also recorded a receivable for the recoupment of this assessment from its
policyholders. Citizens has twelve months to recoup the assessment beginning from the time
Citizens first begins to bill its policyholders.

NOTE 17 - SUBSEQUENT EVENTS
State Board of Administration Local Government Investment Pool

At December 31. 2007, Citizens had $1.8 billion invested in the Florida State Board of
Administration’s Local Government Surplus Funds Trust Investment Pool (the “LGIP”). On
November 29, 2007, the State Board of Administration implemented a freeze on the assets held
in the LGIP due to an unprecedented amount of withdrawals from the LGIP coupled with the
absence of market liquidity for certain securities within the LGIP. On December 4, 2007 the
State Board of Administration restructured the LGIP into two separate pools. Pool A consisted of
all money market appropriate assets, which was approximately $12 billion or 86% of LGIP
assets. Pool B consisted of assets that either defaulted on a payment, paid more slowly than
expected, and/or had any significant credit and liquidity risk, which was approximately $2 billion
or 14% of Pool assets.

Currently, Pool A participants have limits upon the amounts that may be withdrawn without a
redemption fee of 2%. These withdrawal limitations are expected to increase based on the
maturities of existing investments and the liquidity requirements of the Pool. On December 21.
2007. Standard and Poor's Ratings Services assigned its "AAAM" principal stability fund rating
to Pool A.

Currently, Pool B participants are prohibited from withdrawing any amount from Pool B. Full
realization of the principal value of Pool B assets is not readily determinable. As securities in
Pool B mature and are paid. they are transferred to Pool A and are immediately available without
a redemption fee. On February 11, 2008, approximately $518 million was transferred from Pool
B to Pool A which represented about 25% of the Fund B balance. Each participant received a
proportionate share of that amount.

As of March 31, 2008, Citizens has $1.1 billion and $183.2 million invested in Pool A and B,
respectively.



Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 17 - SUBSEQUENT EVENTS (CONTINUED)
Auction Rate Securities

At December 31, 2007, Citizens had approximately $4.75 billion of auction rate securities (ARS)
outstanding which werc issued on a pre-event basis to provide liquidity in the event of a
catastrophic event. Given the volatility of the financial markets, Citizens’ interest costs have
increased and this mode of pre-event liquidity financing is currently being restructured. Citizens
has been and intends to continue submitting Bids to purchase in Auctions with respect to the
Citizens ARS as well as submit Hold Orders in subsequent Auctions with respect to Citizens
ARS purchased by it. Citizens Board of Governors has voted to allow Citizens management to
pursue a refinancing of Citizens ARS. Citizens’ plan to restructure the ARS includes Letter of
Credit Lines, Variable Rate Demand Obligations, Fixed-Rate notes, and other sources.

On March 3, 2008 and March 24. 2008, Citizens issued conditional notices of redemptions for
the $950.0 million PLA/CLA 2007 ARS issue and the $750.0 million and $3.05 billion HRA
2004 and 2006 ARS issues. The redemptions began on April 3, 2008 and are scheduled to be
completed by May 21, 2008. As of April 24. 2008. the Board approved a fixed rate short-term
HRA bond issuance not to exceed $2 billion.

Bond Insurer Downgrade

Several of Citizens bond insurers have experienced downgrades in 2008. AMBAC, insurer of
some of Citizens HRA ARS was downgraded to AA from AAA by Fitch and is on negative
watch for downgrade by Moody's and S&P. CIFG, insurer of some of Citizens HRA ARS was
downgraded to Al from AAA by Moody's, downgraded to A+ from AAA by S&P, and
downgraded to A- from AAA. CIFG is also on negative watch by S&P and Fitch. FGIC, insurer
of some of Citizens PLA/CLA and HRA ARS, was downgraded to BAA3 from AAA by
Moodv's, BB from AAA bv S&P, and BBB from AAA by Fitch. MBIA. insurer of some of
Citizens HRA ARS and tax-exempt bonds. was downgraded to AA from AAA by Fitch. MBIA
remains on negative outlook by Moody's and S&P.

NOTE 18 - RECONCILIATION TO REGULATORY FILINGS

Citizens is required to prepare and file annual financial statements (Annual Statement) with
insurance regulatory authorities.  The 2007 audited results included herein contain a
reclassification of approximately $71 million from assessments receivable to cash and short-term
investments that was not included in the 2007 Annual Statement. This reclassification represents
cash that was prematurely collected by the Florida Surplus Lines Servicing Office (FSLSO) on
behalf of Citizens. This cash will be used to offset FSLSO’s required future regular and
emergency asscssments of its insureds. The Florida Office of Insurance Regulation (the Office),
FSLSO and Citizens agreed that this cash would be included in Citizens restricted surplus until
such time as FSL.SO would normally bill and collect the assessments due {rom its insureds. As
amounts are approved by FSLSO. Citizens will transfer these funds to unrestricted surplus.

L
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Citizens Property Insurance Corporation
Notes to Financial Statements — Statutory Basis

NOTE 18 - RECONCILIATION TO REGULATORY FILINGS (CONTINUED)

The 2007 audited statements also include the Amended Summary Investment Schedule and
Amended Supplemental Investment Risk Interrogatories that will be filed with the Office
subsequent to the date of the audited financial statements. The Amended Summary Investment
Schedule includes the $71 million received from FSLSO as well as other reclassifications made
between investment categories. The Supplemental Investment Risk Interrogatories as originally
filed did not include various mutual funds as equity securities. This has been corrected in the
Amended Interrogatives included herein.
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Independent Auditors’ Report on
Supplementary Information

The Board of Governors
Citizens Property Insurance Corporation

Our audits were conducted for the purpose of forming opinions on the basic statutory
financial statements taken as a whole. The accompanying supplemental combining
statements, amended investment risk interrogatories and amended summary investment
schedule are presented to comply with the National Association of Insurance
Commissioners’ Annual Statement Instructions and the National Association of Insurance
Commissioners” Accounting Practices and Procedures Manual and are not a required part of
the basic statutory financial statements. Such information has been subjected to the auditing
procedures applied in our audits of the basic statutory financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic statutory financial
statements taken as a whole.

This report is intended solely for the information and use of the Company and the State of
Florida, Office of Insurance Regulation to whose jurisdiction the Company is subject and is
not intended to be and should not be used by anyone other than these specified parties.

Lo B % e

Carr, Riggs & Ingram, LLC
April 24, 2008
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Citizens Property Insurance Corporation
Supplemental Combining Statement of Admitted Assets, Liabilities and Accumulated
Surplus by Account — Statutory Basis

December 31, 2007

Personal Commercial High
Lines Lines Risk
Combined Account Account Account
(In Thousands)
Admitted assets
Cash and invested assets:
Bonds $ 2,510,723 § 727,853 § 226,333 § 1.556.537
Cash and short-term investments 7,377.583 2.068.011 1,029.059 4.280.513
Total cash and invested assets 9,888.306 2,795,864 1,255,392 5.837,050
Investment income due and accrued 29.400 12.581 802 16.017
Premiums receivable. net 126.630 99,178 3.469 23983
Other receivables under reinsurance contracts 6.951 6.951 - -
Reinsurance recoverable 122,405 21.837 23.257 77.311
Assessment receivable 836.637 38.687 11.420 786.530
Other admitted assets 11.979 11,904 60 15
Inter-account reccivabie (payable) - 173,888 (12791 7) (45,971)

Total admitted assets

Liabilities and accumulated surplus
Liabilities:

$ 11.022,308

$ 3.160.890

$ 1.166.483

$ 0,094,935

Loss reserves $ 569,747 § 305,532 § 69229 § 194,986
Loss adjustment cxpense reserves 155,653 104.464 13.583 37.606
Unearned premiums. net of uncarned ceded 1.487.146 699,482 204.841 582,823
Taxes and fees payable 11.856 7.863 2122 1.871
Provision for remsurance 17.085 13,980 - 3.105
Bonds payable 5.864.674 724.660 225.340 4914,674
Interest payable 27.200 401 124 26,675
Advance premiums and suspended cash 130.535 42702 46.479 41,354
Other labilities 115.204 104,984 2.800 7.420
Total liabilities 8.379.100 2.004,068 564.518 5.810,514
Accumulated surplus 2.643,208 1.156,822 601.965 884.421

Total liabilities and accumulated surplus

§$11.022.308

$ 3,160.890

§ 1,166,483

$ 6,694,935
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Premiums earned

Losses incurred
Loss adjustment expenses incurred
Other underwriting expenses incurred

Citizens Property Insurance Corporation
Supplemental Combining Statement of Operations by Account — Statutory Basis

Combined

December 31, 2007

Personal Commercial High
Lines Lines Risk
Account Account Account

(In Thousands)

Underwriting income

Net investment mncome

Interest expense. net

Line of credit fees and note issuance costs
Takeout bonus expense, net

Assessment income

Other income (loss)

Income before federal income tax benefit

Federal incomc 1ax benefit

Net income

$ 3074754 $ 1492286 S 577.100 $ 1.005,368
711,238 543,638 94.299 73.301
171,687 115,850 16.606 39,231
543,338 246,664 101,322 195,352
1,648,491 586.134 364,873 697.484
165.683 110,930 38,388 16.365
(309,826) (22.220) (6.909)  (280.697)
(25,630) (9.050) (2.814) (13,766)

(4,531) (4,531) ; -
68,008 38.687 11,420 17.901

(658) (666) 159 (151)
1.541,537 699.284 405.117 437.136
2,744 - - 2,744

$ 1,544.281 699.284 $  405.117_S__ 439,880
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ANNUAL STATEMENT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANCE CORPORATION

AMENDED
SUMMARY INVESTMENT SCHEDULE

Admitted Assets as Reportsa

Gross inthe
i b 0 Annual Statement
1 2 3 4
Invesiment Categones Amount Percentage Amount Percentage
1. Bonds:
1.1 U.S. treasury secunties 4,564 422 (0 0.046 4.564 422.00 0.046
1.2 U.S. goverrvnent agency 0bugabons (exciuding mongage-backed
secuntes):
1.21 Issued By U.S. government agencigs 575.111.00 0.006 675.111.00 0.006
1.22 1ssuea by U.S. govemment sponsared agencies 40,000,000 00 0 404 40,000.000.00 0,404
1.3 Forexgn govermment tincluaing Canaca, esciuding mantgaged-cacked
secuntes) 0.0 0.000 0.00 0.000
1.4 Secuntes 1ssuec by states, temiones. and passessions and poltical
subdvisions i the U.S
1 41 States, remtories and possessions genzral obligatsans 0.0 .0.000 0.00 0.000
1.42 Porncat SUbGviISIOns o° states. temtofies and possessions and
[ 1 general n 0.00 |.. .0.000 0.00 0.000
1.43 Revenue and assessment obhigations 3.326.645.00 ... 0.034 3.326.645.00 | . 0.034
1.44 Incustnal development and simutar obligatons 0.00 ..0.000 0.00 . 0.000
15 &:‘ogg?g&badtec secunties (intiudes residential ang commertial
1.51 Pass-tnrough secunties
1.511 Issued or quaranteed by GNMA 19.233.00 0.001 19,233.00 0.001
1 512 issved or guaranteed by FNMA ang FHLMC §98 G124 00 0.009 898.614 00 0.008
1513 All other 0.00 0.000 0.00 0.000
1.52 CMOs and REMICs
1.521 1ssuea or guaranteed by GNMA. FNMA_ FHLMC or VA 206.719.00 0.002 206.719.00 0.002
1522 1ssued By non-U.S Govemment issuers and
Coiaterahzed Dy mongage-backed secunties issued of
guaranteed by agencies shown in Line 1 521 73,474.0¢ 0.001 73.474.00 0.001
1.523 All other 0.0¢ 0.000 0.00 0.000
2. Other debt and cther fixed income secuntes (excluding shortdemny
2.1 Unaffiiatea ocomeste secunties trciudes credt tenant oans rated by the|
5V0) 2 451.058 852.00 .24 888 2,461.058.852.00 24 888
2.2 Unaffiltated forergn secunlies 0.060 0.000 0.00 0.000
2.3 Affiliated secunues 0.00 0.000 0.00 0.00¢
3 Equity nterests
3.1 investments in Mutual kunds 2.350.978.505 13 23715 2,350.978 505 18 . 23775
3.2 Preferred stocks
3.21 Affizatea 0.00 0.000 0.00 0.000
3 22 Unaffilated 0.00 0.000 0.00 0.000
3.3 Publicly traceq eQuity secunties (exciuang preferred stocks)
3.31 Affiiateg 0.00 0.000 0.00 0.000
332 Unaffiiated 0.¢0 0.000 000 0.000
3 4 Other equaty secunies
3.41 Affiiatea 0.00 . 0.000 0.00 0.000
3.42 Unatfilitea 0.00| . .0.000 0.00 0.000
3.5 Cther equity interests including tangible personal property wunder lease
3.51 Affiatea 0.00] 0.000 0.00 0.000
3.52 Unaffiiated 0.00 .0.000 0.00 0.000
4 Mortgage toans
4.1 Constructon ang 1and development 0.00 0.000 0.00 0.000
4.2 Agnaustural 0.00 0.000 0.00 0.000
4.3 Single family resigential properies 0.00 0.000 0.00 0.000
4.4 Muittamily residentat properlies 0.00 0.000 0.00 0.000
4.5 Commertiai vans 0.00 0.000 0.00 0.000
4,6 Mezzanmns real estate 10ans 0.00 0.000 0.00 0.000
§. Reai estate invesmments:
5.1 Property occupied by the company 0.00 0.000 0.00 0.000
5.2 Property heid fcr the producticn of income (inciuding
$ 0 0C of propeny ecquired in satistacton of debt) 0.00 0.000 0.00 0.000
5.3 Property hela for saie (inciugding § 000 propeny
acquired in satisfaction of debt) 0.00 .0.000 0.00 0.000
6. Contract loans 0.00 0.000 0.00 0.000
7. Receivapies for secuntes 0.00 ..0.000 0.00 0.000
8. Cash, cash equivaients and shon-lemm mvesiments £.026.604 846 57 50.834 5,026,604 .846.57 50.834
9  Other invested assets 0.00 0.000 0.00 0.000
10 Total invested 3ssets 9,888 .306.721.76 100.000 9 883 306 721 76 100.000
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AMENDED
SUPPLEMENTAL EXHIBIT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANCE CORPORATION

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES

Fer The Year Enoed Decemoer 34, 2007

(To Be Fued by April 1)

OF The CITIZENS PROPERTY (NSURANCE CORPORATION
Adaress (City, State and Zip Code)  Taltahassee. FL 3230!

NAIC Group Coae 0000 NAIC Company Code  $006¢ . Emoioyers D Numper  53-3164851

The investmert Risks Interregatones are to be filed by Aprit ;. They are also 10 De induges with the Audited Stawtory Financiai Statements

Answer the following intermogatones by reporting the applicable L. S. doilar amounts and percentages of the reporiing entily's lotal admitted assets held in that cateqgory of
mnvestments.

1 Reporung entity's toial admitted asse!s as reponed on Page 2 of this annual statement s 11,022,307 770 12

2 Ten largest exposures to a single issuerMomowerfinvestment.

1 2 3 4
Percentage of Total
Issuer Descnption of Exposure Amount Agmitted Assets
o1 Fiorida Local Governmen: investmeni Poo!
{A and B! 2a7-1ike fund S © 819,380 712.07 185 %
202  Dreyius institutional Casn . . 2a-7 money merke! fund $ 946,976 3795 86 %
203 Evergreen Prime Fung . 2a-7 money rarke! fund s 272 199 .000.00 R 3
2.04 Credi! Sursse Prime Fund Za-7? money marke! fund $ 250.726.072 .15 23 %
205  American Beacen Prame Fung _ 2a-7 roney marke! iwnd s 226758 267 50 P
2.06  Putnam Prime Fund 2a-7 money marke! fund $ 225,554 422 .10 20 %
2.07  Fecerated Pri~z func 2a-7 zoney rarket! {und s 216,781,879.89 L%
208 ‘%ells Fargo Prime fund 2a-7 money marke! fung s 212 473,952 05 10 o
208  Rapobank Discount Note S 165,774.792.34 75 %
210 Roval Bank of Scotland . Discount Nole $ 143,733 B€2.2¢ T o%
2 Amounts ana percentages of the reporung entity s totai aamitted assets heid in borkis and preferred stocks by NAIC rating,
Bonds 1 2 Preterred Stocks k| 4
3ot NAIC-1 s 6.806.575.382.00 . 618 % 307 P/RP-1 S 0.0 %
30z NAIC.2 3 148,683,826 .00 1.0 % 308 P/RP-2 $ 60 %
3.03 NAIC-3 $ 0.00 0.0 % 309 P/RP-3 3 00 %
304 NAIC-4 S 0.00 6.0 % =10 PRP-4 S 0.0 %
305 NAIC-5 s 73.474.00 00 % 311 PRP-5 s 0%
306 NAIC-5 § 183.068.681.00 17 % 212 P/RP-6 S 00 %
4 Assets heid In foreign nvestments
401 Are assets neid i foreign investments less tnan 2.5% of the reponting entity's total admitied assets? Yeu [X] HNe !
402 Total gomined assels heid in forelgn mvestments s 0.G0 R
4.02 Foreign-curency-dencminated investments s 020 0C %
404 tnsurance abilities denominated i that same foreign currency s 0.00 00 %

if response 10 4.01 above 18 yes, responses are not required for inlerrogatones 5 - 10.
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ANIENDED
SUPPLEMENTAL EXHIBIT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANGCE CORPORATION

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (cont.)

Aggregate toreigr: investment exposurs Catzgonzes oy NAIC soveregn raung

Two targest toreign Investment exposures it a SIngls country. catrgonzed by NAIC soveresgn rating

Aggregate unhedged 1oraign CuTeney exposure % 00

Aggregate unnedges 1or:gn CUTENCy excas..re Categonzed by the country's NAIC soverewgn rating:

Two largest unneonea foru:gn cuency excosures 15 5 Singie country categonzed oy tne county’s NAIC soveregn ratng

Ver iarges! no sovereig (€ nor-gsvermmental) foreinn issues



AMENDED
SUPPLEMENTAL EXHIBIT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANCE CORPORATION

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (cont.)

11 Amounts ang perceriages o the report.ng entity s total a0Mmitted assels hetd m Canathan mvestments and unheaged Canadian curency exposure
1101 Are assets netd 1 Canaaian imvestments tess than 2 5% of the fE0OMING entit’s tola! acmitted ssets? Yez X Ko i)

I response 10 11 015 yas_ getail 1 not required fo- the remainder of Interrogatory 14

12 Report aggregate ameu~is ano parcentages of 1ne reportng entity's to1al aammaa assets held m investmants witn contractual SRies restnctions =
12.01 Are assets neld 1n mvestments witn contraciual Sales restnclions fess than 2 5% of e reporing entity's fotel admimed assets? tes {X] %o { |

¥ response 10 12.01 1s yes, responses are ndi requerad for 1he remainder of Interrogatory 12

13 Amounts ar > Certenadis ¢f amitles assats netd in tre ten largest eouwnty niereste
13.01 Are assets netd ¢ equity Inferest |eSS than 2 5% of Ine reporung entity's 1otal aomitted assets ves | | Mo [X]

i response ta 12 07 anove is yes resoonses are not required for Ihe remainger of tmerrogatory 13

1 2 3
Name of issuer

1302  Oreyius Prime Monay Marke! Fund [ 945 975 .379 .59 86 %
1303  Evergreen Frime Cash Money ¥arket fund 3 272 ,189.000 .00 25 %
1304 Creais Suisiz “ruse Nonew Warks Fuma 3 250,726 .073 .15 23 %
1205 Amei s Beacun Tiame doney S3ikst Tund s 220.255 257 57 71 %
13.06  Putnam Prime Yoney Maikel Fung $ 225 554 426 10 20 %
13.07  Federzizg Prire Yoney Haive! fund < 216.781 879 .84 20 w
1308 42!t fa:a0 Braee Money Rarks! fors [3 212.473.952.05 15 &%
1309  FAF Prime Money Marve! Funi < £ 498 .92 0O %
1310 $ 0.00 00 %
1311 s 00 %
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AMENDED

SUPPLEMENTAL EXHIBIT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANCE CORPORATION

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (cont.)

14 Amaunts ang perce~tages of the reporting e~tity's total admitteg assets neld in nonaffiiatea. prvateiy placed equites:
14 01 Are assets nei2 in nonathnated, pnvately placed equitiss lass nan 2.5% of e reporung entity's totat admitted assets?

1l rasponse 1o 14 01 above 1S ves, responses are NOT reauired far the remnamder of interrogatory 14.

15 Amounts ana percenages of N2 reporing erttity § 101zl aomutiea assets helg in general pannershup interests.
1501 Are assets held in general pannership interssts less than 2 5% of the raporting enlity’s totat aamitted assets?

it response to 15 0115 res responses are not requifec for tne remamnaer of Interrogatory 15
1€ Amourts ang perceniages of the reporing Satily's 10131 23mMnes assets hels 1 mongage 10ans

16 0% Are mongage ioans reponted in Scnegule B Iess han 2 5% of ths reporing entity’ s total admittes assots?

It response 1o 16 01 azove 15 ves, responses are ot reauired 10- tne remainger of interogatory 16 and Interrogatory 47

41
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AMENDED
SUPPLEMENTAL EXHIBIT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANCE CORPORATION

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (cont.)

18 Amounts anc percentages of the rederung entily’s 1otay atmitted assets held in each of tne five largest investments in real estate

1801 .
Are assets held in real estal reponed less :nan 2 5% of the reporing entty's tota: aomitted assets? Yes X} No | |

If rasponse 1o 18 01 zbave 18 ves. responses are not required for tho remanaer of nterrogatory 18

1¢  Repon aggregate 2amounts arc perceniages of s reporung enty's total aomitted asserts held in invesiments held m mezzanine real estate 10ans

1901
Are assets neld in vesiments helo im mezzaming resl estale 10ans 1ess an 2.5% of the reporting entity's total admittea assets? Yes [X] to [ )

if respense t= 19 01 above s yes responses g e NCt requTed 1or the remanaer of inierrogatory 16




AMENDED
SUPPLEMENTAL EXHIBIT FOR THE YEAR 2007 OF THE CITIZENS PROPERTY INSURANGE CORPORATION

SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES (cont.)

20 Amounts ana percentages of the 1epsrung entity's 10ta: acmitiea assels subject 10 the foilowing types of agreements

At Year-end At End of Each Quaner
1st Quarter 2nd Quarter 3rg Quarter
3 z 3 4 5

20.07 Secunties iending agreements (0o

not Inciuge assets held as

collatera! tor sush ransactons) s 00 % S H s
20,02 Repurcnase agreements $ 0.0 % S s $
20.03 Reverse repurcnase agreements s 00 % S 3 H
20.04 Dollar repurchase agreements < ¢o % s s
2005 Dolia® reverse repurthasc

agreements 3 0 % 2 3 %

24 Amounts 2nd pence-tages of tne repcrung entity s tolal a3 mutted assels 10r warrants not attached 10 otner financial nstruments. options. caps, and Hoors

Owned whatten
1 2 3 4
2101 Heoging (3 0.0 % £ 0.0 %
e d
no2 Income generancn $ 0.0 % S 0.0 %
2103 e s 00 % s 00 %
22 Amounts and percentages of the ‘eporb=g entity's totar 2amitted assets of potenlial exposure for collars, swaps, and torwargs
21 Year-eng At Ena of Eacn Quaner
18t Quarter 2nd Quane- 3rd Quarter
1 2 3 4 5
2201 Heogng B 00 % $ s s
22.02 income generation s [/ % 8 s 3
2203 Replications 3 6.0 % S k3 H
2204 Other ¢ 00 % ¢ 3 N
23 Amounts and percentages of the reporting entity s 1otal aomrtted assets of potential exposura for futures contracts
Al Year-eng At Eng of Each Guerter
tst Qtr 2nd Qtr 3ed Qtr
) 2 3 4 5
2303 Heagng 3 00 % ¢ 3 13
2307 income gereranor g G s < $
23.03 Rephcavons < 0C % s g H
23.04 Other § 00 % s $ $




Citizens Property Insurance Corporation
Notes to Supplemental Schedules
December 31, 2007

The accompanying amended schedule and interrogatories present selected statutory-basis
financial data as of December 31. 2007 and for the year then ended for purposes of complying
with the National Association of Insurance Commissioners’ Accounting Practices and
Procedures Manual. This information will agree to the amounts reported in the Company's
Amended 2007 Statutory Annual Statement that will be filed with the State of Florida. Office
of Insurancc Regulation.



