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PRESIDENT’S REPORT MARCH 3, 2021 

Good Morning Chairman and Board Members: 

Chairman Beruff has made the implications of Citizens continuing its current growth levels very clear.  We 
can never allow the company to get back to 2012 exposure levels when we had over $500 billion in exposure 
and were 23% of the total residential market in Florida.  A major CAT 5 storm or a series of storms, at that 
point, would have resulted in an assessment of $11.6 Billion on Floridians. Total Industry premium for this 
market is just $12 Billion. 

Today Chairman Beruff has focused on Citizens Economics so I would like to share a few slides that attempt 
to ask the question why.  Why is Citizens experiencing an ongoing loss from operations and why is the 
Industry showing the same operating Loss experience?  

As usual we have completed a very comprehensive analysis, but I will only have time today to share 
highlights and point out a few interesting relationships that are clearly driving the underwriting profitability 
by county. 

Slide 1.  You have seen various versions of this slide previously and it is included in the Metrics Report 
package that we forward to all of you monthly. The reality is that when the Industry is Healthy and Profitable, 
as it was from 2013-2015, capital was plentiful, and companies not only competed with one other 
aggressively for new business but lined up to participate in both our Clearinghouse and the Depopulation 
Programs. But the profitability of the industry changed in 2016 and from 2017-2020 began experiencing 
severe profitability issues getting worse each year while at least until last year premiums for the entire 
Industry including Citizens remained static. More on that later. 

We are growing at the net rate of 3,000 plus policyholders per week and that appears to be increasing to a 
level in excess of 4,000 per week, offset only by the impact of the withdrawal of the Moratorium Program 
that was put in place to protect policyholders during the extremely difficult economic downturn. We are 
formally projecting around 650,000 policies at the end of 2021 and well over 700,000 for 2022 and the 
caution is that this does not contemplate potential rating downgrades from any domestic companies. 
According to a report issued by Commissioner Altmaier late last week the surplus of Florida’s domestic 
property insurers decreased by almost $585 million from 2019 to the third quarter of 2020 leaving many 
companies searching for additional capital to support their current writings. It would be naïve to believe that 
at the very least we will not see at least further restrictions in the market as a result. 

Slide 2.  I have included this slide that addresses exposure growth. The reason that it is important in addition 
to policies in force is that for the first time we are seeing that the market is impacting Commercial Lines and 
of course the exposure/TIV for Commercial and Commercial Residential far outweighs Residential. One 
major company last week announced the cancellation of over 500 policies and market intelligence indicates 
that another 200-300 will be terminated at the next renewal prior to storm season. The drive to accomplish 
this is clearly to restructure the book of business to reduce reinsurance costs. Point being that exposure 
growth will likely exceed policy count growth. 
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Slide 3.  Is another slide you have previously seen and it shows that compared to January 20 when we were 
writing 6,658 policies per month in New Business and non-renewing 3,133 we are now exceeding 17,000 
policies each month and these are not being offset by the loss of renewals due to the lack of market capacity. 
The response from our teams in Kelly Brooten’s and Jeremy Pope’s areas has been extraordinary in making 
sure our service levels remain excellent even with this surge in submissions. 

Slide 4: Before I switch gears and discuss the litigation trends it is important to realize the impact on 
consumers. We have spent a lot of time on Citizens competitive position in the market that shows we are 
the most competitive carrier 91% of the time but I want to quote again from OIR’s Report. OIR saw a 
dramatic increase in the number of rate filings approved with a rate increase of more than 10%.  Specifically 
of the 105 homeowners multi-peril rate filings the OIR approved, 55 were ultimately approved for an 
increase greater than 10%. In 2016, out of 64 approved filings, only six were for an increase greater than 
10%. This is compelling but it does not tell the whole story because the outliers, those companies with rates 
significantly higher range from 26% to 35%, and in some cases multiple rate filing increases in one year 
obviously making Citizens even more competitive in select territories. A couple of examples.  

• One company with 6 rate increases in 24 months with a cumulative increase of 48.67%, 
• Another with 4 rate increases in 10 months with a cumulative increase of 50.3%, and 
• Two companies with 3 increases in less than two years with cumulative increases of 

29.1% and 26.96% respectively. 

Slide 5:  The key driver of course that we have been focused on is truly out of control litigation.  I do have a 
few exhibits to focus on this issue and will try not to steal Jay Adams and Elaina’s thunder. This slide simply 
shows the Litigation and Assignment of Benefit (AOB) Cat and Non-Cat litigated claims count. Citizens has 
been able to stabilize the litigation up to this point driven primarily by a significant drop in AOB (that I 
contribute to our Claims implementation of 7065). It clearly shows that while Citizens litigation is stable and 
dropping slightly the Industry number continue to climb. 

Slide 6: This slide is not easy to read as it compares the lawsuit volume by county. The concern of course is 
that, as I will show later, the Tri-County volume continues to increase dramatically, with even counties like 
Hillsborough, growth from 2,064 to 4,737 and Orange, growth from 1,583 to 7,566, and Duval, growth from 
726 to 2,614. In fact, nearly all counties are showing an increase as the predominant Plaintiff Attorneys 
increase their reach. 

Slide 7: Brian Donovan has focused on this in a significant way in the 2021 Rate discussions so I will not 
spend a lot of time on it but the numbers are somewhat mindboggling in this litigation environment. It shows 
that new claims entering litigation has dropped from over 50% to just under 20% projection for 2021. As Jay, 
Elaina and Brian have explained this is due to AOB Reform (HB 7065), Citizens Appraisal Program and strict 
evaluation of Claims, and as Governor Horton contended in the last meeting implementation of the most 
customer oriented Managed Repair Program in the Industry. 
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Slide 8: In researching the “Why” as to Citizens underwriting losses and the underwriting losses for the 
Industry, we looked at the “What” has happened to premiums over time and the impact on our customers. 
The bottom line is that they have not changed UNTIL LAST YEAR. Slide 7 shows that Citizens average 
premiums excluding Tri-County were actually lower over this period, and for 2020 were still below 2013 
levels. 

Slide 9: However, when you look at Tri-County you will see that there has been a steady increase in premium 
and you are seeing that impact in Brian’s rate filing recommendation with lower increases needed in the 
South-East but soon you will see why. I will comment on this later, but we are seeing much higher growth in 
the Tri-County area. In 2013 these counties represented 45% of our business and today they represent 54% 
of our business and that is growing. 

Slide 10: I do want to point out that while this appears to be good news you have to take a look at the 
premiums in place for Tri-County compared with other areas of the state. We conducted analysis of the 
correlation between Litigation Rate, Loss Severity, Loss Frequency, and the Average premium. We compared 
Citizens typical home with a Coverage A of $200K to $330K and also Citizens average home over $550k to 
that of other counties.  The correlation between these factors is very clear. The higher the litigation rate 
(That is the percentage of closed claims that were handled during a four-year period compared with the 
percentage litigated) show that for a home that averages a little less than $250,000 you will pay $3,972 if 
you live in Dade and you will pay $10,615 for a home that averages just over $500,000 and we are the most 
competitive on the street. The litigation rate drives up severity and the frequency (The number of homes 
that put in a claim each year) just intensifies the problem. This is saying that 6.7 homes have a claim in Dade 
annually compared to just 1.6 home with a claim using Duval as an example. If there is any question as to 
why the premiums in Tri-County are so outlandish this presents the answer, Litigation Rates, Severity, and 
Frequency differences by County. 

Slide 11: This pulls together the overall concern. The litigation rates and therefore the average premiums 
for customers are expanding North and West from Tri-County. We have a detailed analysis for each 
legislative district and Christine Ashburn and March Fischer will be sharing the individual district information 
with all of the key legislators and of course we have whatever level of detail that might be of interest to any 
Board member.  

Slide 12: This is simply restating what we all know and that the loss development from IRMA and Michael is 
running at levels the Industry has not seen and it is driving up reinsurance costs. Quoting from Commissioner 
Altmaier’s report and taken from OIR’s Annual Reinsurance Data Call (ARDC) “Based on findings from the 
ARDC for the 2020-2021 year, the amount of 2020 reinsurance coverage purchased by insurers has increased 
an overage of 15% from 2019. However, the cost of that reinsurance has increased dramatically by 54% from 
2019 figures. Continuing this reference the Commissioner described the dramatic increase in two-year loss 
development from IRMA and MICHAEL.  To quantify, when carriers looked back one year later on their claims 
in 2018, (Meaning when they compared their loss estimates to the ORIGINAL loss estimates) the claims were 
about $481 Million more expensive, and the two year look back was another $241 Million higher than that 
number and had increased $682 Million at the two-year mark. This is expected to continue in 2020 and even 
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Citizens who actually had no development on the Reinsured Coastal Program is beginning to see very slight 
development. How can a reinsurer be expected to be competitive if they have no idea how to price their 
product and what the ultimate exposure will be?  The result will be less capacity and higher cost. 

Slide 13: So, the question is where is this “social inflation” coming from and what is driving it. While the final 
two slides do not answer the entire question the number of Public Adjuster, Contractors and Attorney 
Solicitations that we see come over our desks seems to be increasing exponentially. We likely have hundreds 
of examples of Facebook, YouTube, door hangers, billboard ads, all asking the insured to sign up for an 
inspection and guess what you end up getting a new roof, frankly whether you need one or not. I have 
included two of the recent more egregious ones.  First a broken shingle or tile may equal a whole new roof 
- here is how.  And finally, 

Slide 14: Schedule your FREE Roof inspection today and get a free Ruth’s Chris Dinner on us.  Just how glaring 
does this get?   

Slide 15: This all contributes to the results of the Industry where Chairman Beruff started today. Slightly 
different numbers and as previously used a different composite of companies but the same trend. 

Slide 16: The result. Companies closing completely for new business and underwriting requirements from 
companies that are more restrictive every day as companies search for the capital to support their writings 
let alone write new business. I will leave the discussion on potential legislative fixes up to Christine. Chairman 
Beruff has been highly engaged with legislative leadership communicating the sense of urgency and possible 
solutions, but I believe Christine and the Chairman would agree that we have a tough legislative agenda 
ahead of us if we are to make any difference in these trends. 

Thank you for your patience and I welcome any questions.  


