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Independent Auditors’ Report 

Audit Committee 
Citizens Property Insurance Corporation 
Tallahassee, Florida 

We have audited the accompanying statutory-basis financial statements of Citizens Property Insurance 
Corporation (Citizens), which comprise the statutory-basis statements of admitted assets, liabilities and 
accumulated surplus as of December 31, 2016 and 2015, and the related statutory-basis statements of 
operations, changes in accumulated surplus, and cash flows for the years then ended, and the related 
notes to the statutory-basis financial statements. 

Management’s Responsibility for the Statutory-Basis Financial Statements 
Management is responsible for the preparation and fair presentation of these statutory-basis financial 
statements in accordance with the statutory accounting practices prescribed or permitted by the Florida 
Department of Financial Services, Office of Insurance Regulation (the Office); this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
statutory-basis financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 
Our responsibility is to express an opinion on these statutory-basis 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 statutory-basis financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
statutory-basis financial statements. The procedures selected depend on the auditor's judgment, including 
the assessment of the risks of material misstatement of the statutory-basis financial statements, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to 
the entity's preparation and fair presentation of the statutory-basis financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion 
on the effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of the statutory-
basis financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinions. 
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Basis for Adverse Opinion on Accounting Principles Generally Accepted in the United 
States of America 
As described in Note 2 to the statutory-basis financial statements, the statutory-basis financial statements 
are prepared by Citizens in accordance with the statutory accounting principles prescribed or permitted by 
the Office, which is a basis of accounting other than accounting principles generally accepted in the United 
States of America, to meet the requirements of the Office. The effects on the statutory-basis financial 
statements of the variances between the statutory-basis of accounting described in Note 2 and accounting 
principles generally accepted in the United States of America are described in Note 14. 

Adverse Opinion on Accounting Principles Generally Accepted in the United States of 
America 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on 
Accounting Principles Generally Accepted in the United States of America” paragraph, the statutory-basis 
financial statements referred to in the first paragraph do not present fairly, in accordance with accounting 
principles generally accepted in the United States of America, the financial position of Citizens as of 
December 31, 2016 and 2015, or the results of its operations or its cash flows for the years then ended. 

Opinion on Statutory-Basis of Accounting 
In our opinion, the statutory-basis financial statements referred to in the first paragraph present fairly, in all 
material respects, the admitted assets, liabilities and accumulated surplus of Citizens as of December 31, 
2016 and 2015, or the results of its operations and its cash flows for the years then ended. 

Other Matters 
Our audit was conducted for the purpose of forming an opinion on the basic statutory-basis financial 
statements taken as a whole. The Supplemental Combining Statutory-Basis Statements of Admitted 
Assets, Liabilities and Accumulated Surplus by Account, Supplemental Combining Statutory-Basis 
Statements of Operations by Account, Summary Investment Schedule, and the Supplemental Investment 
Risks Interrogatories (collectively, “Supplementary Information”) on pages 30 through 37 as of and for the 
year ended December 31, 2016, are presented for purposes of additional analysis and are not required as 
part of the basic statutory-basis financial statements. This additional information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records 
used to prepare the basic statutory-basis financial statements. The information has been subjected to the 
auditing procedures applied in the audit of the basic statutory-basis financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the basic statutory-basis financial statements or to the basic 
statutory-basis financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. Because of the significance of the 
matter described in the “Basis for Adverse Opinion on Accounting Principles Generally Accepted in the 
United States of America” paragraph, it is inappropriate to and we do not express an opinion on the 
Supplementary Information in accordance with accounting principles generally accepted in the United 
States of America. In our opinion, this information is fairly stated in all material respects in relation to the 
basic statutory-basis financial statements as a whole, in accordance with statutory accounting principles 
prescribed or permitted by the Office. 

 
Charlotte, North Carolina 
May 26, 2017 
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(Dollars in thousands)

2016 2015

ADMITTED ASSETS

Cash and invested assets:

  Bonds 10,815,093$         11,484,293$         

  Cash, cash equivalents, and short-term investments 1,290,512             1,665,225             

  Receivable for securities -                            5,829                    

Total cash and invested assets 12,105,605           13,155,347           

Investment income due and accrued, net 75,183                  74,733                  

Premiums receivable, net 75,615                  89,889                  

Reinsurance recoverable on paid losses and 

 loss adjustment expenses 1,143                    2,606                    

Other receivables under reinsurance contracts, net 6,614                    32,435                  

Assessment receivable 907                       3,330                    

Taxes and fees receivable 180                       -                            

Other admitted assets 3,751                    4,657                    

Total admitted assets 12,268,998$         13,362,997$         

LIABILITIES AND ACCUMULATED SURPLUS

Liabilities:

Loss reserves, net 499,051$              522,740$              

Loss adjustment expense reserves, net 221,765                209,872                

Retroactive reinsurance ceded (1,411)                   (1,433)                   

Unearned premiums, net 440,413                513,335                

Reserve for future assessments 143,910                146,095                

Taxes and fees payable -                            1                           

Reinsurance payable 93,199                  133,138                

Provision for reinsurance 11                         11                         

Bonds payable 3,361,156             4,318,932             

Interest payable 12,745                  16,592                  

Advance premiums and suspended cash 24,244                  32,247                  

Other liabilities 72,113                  81,776                  

Total liabilities 4,867,196             5,973,306             

Accumulated surplus:

Restricted 8,237                    20,950                  

Unrestricted 7,393,565             7,368,741             

Total accumulated surplus 7,401,802             7,389,691             

Total liabilities and accumulated surplus 12,268,998$         13,362,997$         

December 31, 2016 and 2015
Statutory-Basis Statements of Admitted Assets, Liabilities and Accumulated Surplus
Citizens Property Insurance Corporation
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(Dollars in thousands)

2016 2015

Underwriting income:

  Net premiums earned 625,540$              760,750$              

Underwriting expense:

  Net losses incurred 345,768                402,515                

  Net loss adjustment expenses incurred 167,146                86,538                  

  Other underwriting expenses incurred 241,460                278,787                

Total underwriting expense 754,374                767,840                

Net underwriting loss (128,834)               (7,090)                   

Investment income (expense):

  Net interest income 171,082                141,084                

  Net realized capital gains 66,195                  19,047                  

  Net interest expense (137,928)               (165,800)               

Total investment income (expense), net 99,349                  (5,669)                   

Other income:

  Assessment income -                            19,326                  

  Other income (expense)  2,407                    (863)                      

Total other income 2,407                    18,463                  

Net (loss) income (27,078)$               5,704$                  

Years Ended December 31, 2016 and 2015
Statutory-Basis Statements of Operations
Citizens Property Insurance Corporation
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(Dollars in thousands)

Total

Accumulated

Restricted Unrestricted Surplus

Balance at December 31, 2014 25,348$              7,358,680$         7,384,028$         

Net income -                          5,704                  5,704                  

Change in nonadmitted assets -                          (555)                    (555)                    

Change in provision for reinsurance -                          545                     545                     

Net assessments advanced / (released) from FSLSO (4,398)                 4,398                  -                          

Other -                          (31)                      (31)                      

Balance at December 31, 2015 20,950                7,368,741           7,389,691           

Net loss -                          (27,078)               (27,078)               

Change in nonadmitted assets -                          38,736                38,736                

Net assessments advanced / (released) from FSLSO (12,713)               12,713                -                          

Other -                          453                     453                     

Balance at December 31, 2016 8,237$                7,393,565$         7,401,802$         

Years Ended December 31, 2016 and 2015
Statutory-Basis Statements of Changes in Accumulated Surplus 
Citizens Property Insurance Corporation
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(Dollars in thousands)

2016 2015

Operating activities:

Premiums collected, net of reinsurance 545,301$              580,637$              

Loss and loss adjustment expenses paid (523,247)               (791,112)               

Underwriting expenses paid (236,728)               (282,424)               

Net investment income received 106,690                75,849                  

Other income (expenses) received (paid) (2,524)                   (8,824)                   

Net cash used in operating activities (110,508)               (425,874)               

Investing activities:

Proceeds from investments sold, matured or repaid 8,830,342             7,900,014             

Investments acquired (8,168,408)            (7,275,745)            

Net cash provided by investing activities 661,934                624,269                

Financing and miscellaneous activities:

Borrowed funds received -                            1,088,275             

Borrowed funds repaid (923,085)               (1,173,934)            

Assessments received 2,423                    110,050                

Other cash paid (5,477)                   (14,158)                 

Net cash (used in) provided by financing and

 miscellaneous activities (926,139)               10,233                  

Net (decrease) increase in cash, cash equivalents, and

 short-term investments (374,713)               208,628                

Cash, cash equivalents, and short-term investments:

Beginning of year 1,665,225             1,456,597             

End of year 1,290,512$           1,665,225$           

Years Ended December 31, 2016 and 2015
Statutory-Basis Statements of Cash Flows
Citizens Property Insurance Corporation
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 (Dollars in thousands) 
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Notes to Statutory Basis Financial Statements 

 Organization and Description of the Company 

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. This legislation was 
enacted such 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 (FRPCJUA) and the Florida Windstorm 
Underwriting Association (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 Department of Financial Services, Office of Insurance Regulation (the Office). Likewise, Citizens is not 
subject to Risk-Based Capital (RBC) requirements or required to have a pledged deposit on file with the State of 
Florida. 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. 

Citizens operates pursuant to a Plan of Operation (the Plan), under the Act, 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 of Florida. 

Citizens is supervised by a Board of Governors (the Board) which consists of nine individuals who reside in the 
State of Florida. The Governor appoints three members, and 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 and Chief Executive Officer (Executive Director) and senior managers are engaged by and serve 
at the pleasure of the Board. The 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 Coastal Account (collectively, the 
Accounts). A brief history of each account follows: 

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 for 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 may exclude windstorm coverage on property 
within eligible areas. This portion of the FRPCJUA's activities became the Personal Lines Account (PLA) 
under Citizens. 

 



Citizens Property Insurance Corporation 
Notes to Statutory-Basis Financial Statements 
 (Dollars in thousands) 
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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 FRPCJUA. 
The legislation required that the premiums, losses, assets and liabilities be accounted for separately from 
the FRPCJUA's personal residential business. This portion of the FRPCJUA's activities became the 
Commercial Lines Account (CLA) 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 FPCJUA’s commercial non-residential policies by Citizens. These policies 
were added to the CLA. 

Coastal Account History - The FWUA, which was a residual market mechanism for windstorm and hail 
coverage in select areas of the State of Florida, 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 of Florida. 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 FWUA’s activities became the High-Risk Account (HRA) under Citizens. In 
2007, Citizens received authority to issue multi-peril policies in the HRA. Pursuant to legislative changes 
during 2011, the HRA was renamed the Coastal Account. 

 Summary of Significant Accounting Policies 

Basis of Presentation 

Citizens prepares its statutory-basis financial statements in conformity with Florida statutes and accounting rules 
prescribed by the Office for insurance companies domiciled in the State of Florida. The statutory-basis financial 
statements have been prepared in conformity with the Statutory Accounting Principles (SAP) of the National 
Association of Insurance Commissioners’ (the NAIC) Accounting Practices and Procedures Manual, subject to any 
deviations prescribed or permitted by the Office, as described below.  

SAP is a comprehensive basis of accounting other than generally accepted accounting principles in the United 
States of America (GAAP), as prescribed by the Governmental Accounting Standards Board (GASB). The 
significant SAP which differ from GAAP are as follows: 

Certain assets are defined under SAP as “nonadmitted.” These include furniture and equipment, leasehold 
improvements, certain prepaid assets, certain computer software, investments over prescribed limits 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. Conversely, 
GAAP includes these as assets net of any applicable valuation allowance. 

Investments in bonds are reported at amortized cost or fair value based on their NAIC rating; for GAAP, 
these investments would be reported at fair value with unrealized holding gains and losses reported in the 
statement of operations. 



Citizens Property Insurance Corporation 
Notes to Statutory-Basis Financial Statements 
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All single class and multi-class mortgage-backed/asset-backed securities, such as collateralized mortgage 
obligations (CMOs), when it is determined that a decline in fair value is other-than-temporary, the amortized 
cost basis is written down to the present value of future cash flows. The difference between the amortized 
cost basis and the present value of future cash flows is recognized as a realized loss in the statutory-basis 
statements of operations. For GAAP, all securities held representing beneficial interests in securitized 
assets, such as CMOs, mortgage-backed securities and other asset-backed securities, excluding high 
credit quality securities, are written down to fair value if the decline is determined to be other-than-
temporary.  

Cash, cash equivalents, and short-term investments in the statutory-basis statements of admitted assets, 
liabilities and accumulated surplus and cash flows represent cash balances and investments with original 
maturities of one year or less at the date of acquisition. Under GAAP, the corresponding caption of cash 
and cash equivalents includes cash balances and investments with original maturities of three months or 
less at the date of acquisition. Also under GAAP, short-term investments are disclosed separately from 
cash and cash equivalents. The statutory-basis statement of cash flows does not classify cash flows 
consistent with GAAP. 

Certain other reported amounts in the statutory-basis financial statements prepared on the basis of SAP 
are classified or presented differently than they would be under GAAP. Statutory requirements include that 
the statutory-basis financial statements of Citizens be filed with state regulatory authorities. Accordingly, 
the statutory-basis financial statements are presented in a format similar to the filed annual statement, 
which differs from the format of financial statements presented under GAAP. Required statutory disclosures 
that are not applicable to Citizens are not included in the notes to statutory-basis financial statements.  

Differences between Florida prescribed practices and SAP which affect Citizens are provided in Section 625.305, 
Florida Statutes. This statute provides limitations on the admission of invested assets as a percentage of total 
admitted assets, for securities with ratings of 5 and 6 as issued by the Securities Valuation Office (SVO) or 
equivalent rating agency, among other limitations not applicable to Citizens. Measurement for nonadmitted invested 
assets under this prescribed practice is performed separately for each of Citizens’ Accounts. The effect of the 
prescribed practice on accumulated surplus is provided below. There is no effect on net income as a result of the 
prescribed practice. 

Description  State   2016   2015  
 
Accumulated surplus, state basis  FL $ 7,401,802 $ 7,389,691 
Effect of state prescribed practices 
 F.S. 625.305(4) d. Nonadmitted Invested Assets  FL  -  38,256 
 
 Accumulated surplus, SAP basis   $ 7,401,802 $ 7,427,947 

 Significant Accounting Policies 

Use of Estimates 

The preparation of the statutory-basis 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 
assets and liabilities at the date of the statutory-basis financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates. 
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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. Bonds designated by the SVO or 
equivalent as 1 or 2 are reported at amortized cost. Bonds designated as 3-6 are reported at the 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. Prepayment assumptions were obtained from broker dealer values. Fair values are 
generally measured using quoted prices in active markets for identical securities or other inputs that are observable 
either directly or indirectly, such as quoted prices for similar securities. 

Declines in the estimated fair value of bonds below amortized cost are evaluated for other-than-temporary 
impairment (OTTI) losses on a regular basis. Impairment losses for declines in the estimated fair value of bonds 
below amortized cost attributable to issuer-specific events are evaluated based upon all relevant facts and 
circumstances for each investment and are recognized when appropriate in accordance with SAP and related 
guidance. In determining OTTI, Citizens considers many factors, including (1) the length of time and extent to which 
the fair value has been less than cost; (2) the financial condition and near-term prospects of the issuer; (3) whether 
the market decline was affected by macroeconomic conditions; (4) the present value of the expected future cash 
flows associated with the debt security compared to its carrying value; and (5) whether the Company has the intent 
to sell the debt security or more likely than not will be required to sell the debt security before its anticipated recovery, 
which may be maturity. The assessment of whether an OTTI decline exists involves a high degree of subjectivity 
and judgment, and is based on the information available at a point in time. Citizens records an impairment charge 
to the extent that the amortized cost exceeds the estimated fair value of the securities and the decline in value is 
determined to be other than temporary. Citizens recognizes OTTI losses on its loan-backed and structured 
securities measured as the difference between amortized cost and estimated present value of projected future cash 
flows. OTTI charges are recognized in net realized capital gains. 

Cash, Cash Equivalents, and Short-term Investments 

Cash and cash equivalents consists of highly liquid investments with remaining maturities of three months or less 
at the date of purchase. Short-term investments are investments with remaining maturities of one year or less at 
the date of purchase (excluding those investments classified as cash) and are generally recorded at cost.  

Short-term investments include amounts invested in various money market funds, commercial paper, short-term 
municipal securities, short-term corporate bonds and U.S. government agency short-term notes. 

Net Investment Income (Expense) 

Net investment (expense) income includes interest income, amortization and accretion, and realized gains and 
losses on sales of investments that are recognized on the specific identification basis. Gains and losses from call 
redemptions and repayments are charged to investment income. Net investment (expense) income also includes 
bond interest, bond expenses and investment expenses. Interest is recognized on the accrual basis and uncollected 
interest is recorded in investment income due and accrued in the accompanying statutory-basis statements of 
admitted assets, liabilities and accumulated surplus. Accrual of income is suspended for bonds that are in default 
or when the receipt of interest payments is in doubt. 

Furniture, Fixtures and Equipment 

Furniture, fixtures and equipment are depreciated using the straight-line method over the assets’ estimated useful 
life. The estimated useful lives, by asset class, are as follows: 

Electronic data processing (EDP) equipment: 3 years 
Office equipment and automobiles: 5 years 
Furniture and equipment: 7 years 
Leasehold improvements: 10 years 



Citizens Property Insurance Corporation 
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The cost and accumulated depreciation for EDP equipment was $43,240 and $39,579 at December 31, 2016, and 
$41,470 and $37,258 at December 31, 2015, respectively. Depreciation and amortization expense was $4,370 and 
$5,171 for the years ended December 31, 2016 and 2015, respectively, and is included in other underwriting 
expenses incurred on the accompanying statutory-basis statements of operations. Nonadmitted balances for fixed 
assets, excluding EDP equipment, at December 31, 2016 and 2015 were $4,404 and $5,638, respectively. Net 
admitted EDP equipment of $3,660 and $4,483 at December 31, 2016 and 2015, is included in other admitted 
assets on the accompanying statutory-basis statements of admitted assets, liabilities and accumulated surplus.  

Loss Reserves and Loss Adjustment Expense Reserves  

Liabilities for loss reserves and loss adjustment expense (LAE) reserves are estimated based on claims adjusters’ 
evaluations and on actuarial evaluations for incurred but not reported reserves, using Citizens’ loss experience and 
industry statistics. While the ultimate amount of losses and LAE incurred is dependent on future development, in 
management’s opinion, the estimated reserves are adequate to cover the expected future payment of losses and 
LAE. However, the ultimate settlement of losses may vary significantly from the reserves provided. Adjustments to 
estimates recorded resulting from subsequent actuarial evaluations or ultimate payments 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 LAE reserves. The anticipated effect of inflation is implicitly considered when estimating liabilities 
for losses and LAE. While anticipated price increases due to inflation are considered in estimating the ultimate claim 
costs, the increase in average severities of claims is caused by a number of factors that vary with the individual 
type of policy written. Future average severities are projected based on historical trends adjusted for implemented 
changes in underwriting standards, policy provisions, and general economic trends. Those anticipated trends are 
monitored based on actual development and the estimated liabilities are modified, if necessary. 

In the event of loss recoveries through reinsurance agreements, loss and LAE reserves are reported net of 
reinsurance amounts recoverable for unpaid losses and LAE. Losses and LAE ceded through reinsurance are 
credited against losses and LAE incurred. 

Salvage and subrogation recoveries are not recorded until cash is received. 

Premiums 

Premiums written are recorded on the effective date of the policy and earned using the daily pro rata method over 
the policy period. The portion of premiums not earned at the end of the reporting period are recorded as unearned 
premiums. Premiums collected prior to the effective date of the policy are recorded as advance premiums. Amounts 
incurred for ceded reinsurance premiums are deducted from written, earned and unearned premiums. Funds 
collected that are not readily identifiable with a Citizens’ policy, primarily as a result of depopulation, are temporarily 
recorded as suspended cash until such time as the funds can be settled or returned by Citizens.  

If anticipated losses, LAE, commissions and other acquisition costs exceed recorded unearned premium reserve, 
a premium deficiency is recognized by recording an additional liability for the deficiency. Citizens anticipates 
investment income as a factor in the premium deficiency calculation. For purposes of determining premium 
deficiencies, contracts are grouped in a manner consistent with how policies are marketed, serviced, and measured 
for the profitability of such contracts. Additionally, premium deficiency calculations are performed for each Account 
separately. At December 31, 2016 and 2015, management determined that no premium deficiency reserve was 
required. 

Premiums receivable includes amounts due from policyholders for billed premiums. Billings are calculated using 
estimated annual premiums for each policy and are paid either through an installment plan offered by Citizens or in 
their entirety at the inception of the policy. Citizens nonadmits assets due from insureds for which a portion of the 
receivable is more than 90 days past due. Premiums receivable are charged to bad debt expense in the period 
determined uncollectible. Recoveries received on amounts previously charged off are credited to bad debt expense 
in the period received. As of December 31, 2016 and 2015, nonadmitted premiums receivable totaled $1,496 and 
$2,027, respectively. 
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Premium revenues and associated policy fees and inspection fees are recognized in accordance with the rates, 
rules, and forms as filed with the Office. Associated policy fees and inspection fees are included within other income 
(expense). 

Underwriting Expenses 

Expenses incurred in connection with acquiring new insurance business, including such acquisition costs as sales 
commissions, are charged to operations as incurred.  

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 Florida 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. After paying the FIGA assessment, 
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. 
Uncollected balances associated with FIGA assessments are reported as assessments receivable on the 
accompanying statutory-basis statements of admitted assets, liabilities and accumulated surplus. 

Citizens is also required to assess insurers and 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 and the Office and levied by Citizens (see Note 14). Assessment receivables are considered 
to be fully collectible. Under the Plan, amounts collected in excess of the calculated assessment are carried as a 
liability on the statutory-basis statements of admitted assets, liabilities and accumulated surplus as reserve for future 
assessments until such time as their permitted use is determined by the Board in accordance with the Plan. 

Reinsurance  

Premiums ceded under reinsurance agreements are recorded as a reduction of earned premiums. Reinsurance 
recoverables on unpaid losses and LAE are recorded as a reduction to loss and LAE reserves. Reinsurance 
recoverables on paid losses are recorded as receivables. All catastrophe reinsurance premiums are recorded as 
premiums ceded and are amortized over the life of the Atlantic hurricane season, from June 1 to November 30, for 
which the premiums apply. Premiums ceded include Florida Hurricane Catastrophe Fund (FHCF), private 
catastrophe reinsurance purchases and depopulation premiums. 

Other receivables under reinsurance contracts represent amounts receivable from reinsurers on depopulation 
premiums. Reinsurance premiums payable represents amounts due to the FHCF, private reinsurers, and as a result 
of depopulation, which is presented as a liability. For multi-year treaties, ceded reinsurance is incurred in the treaty 
year in proportion to the coverage provided and amortized over the life of the hurricane season. Amounts unpaid 
for the current treaty year are recorded as reinsurance payable under the terms of the treaty. 

Retroactive reinsurance ceded on the accompanying statutory-basis statements of admitted assets, liabilities and 
accumulated surplus represents ceded losses and loss adjustment expenses associated with a 100% quota-share 
reinsurance agreement that qualified for retroactive treatment in accordance with SSAP No. 62R, Property and 
Casualty Reinsurance. All policies ceded under the agreement were fully earned as of December 31, 2016 and 
2015. Changes in retroactive reinsurance reserves are recognized on the accompanying statutory-basis statements 
of operations within other (expense) income.  

Income Taxes 

Pursuant to a determination letter received from the Internal Revenue Service, Citizens is exempt from federal 
income tax as a political subdivision and integral part of the State of Florida, and as such, is liable for income taxes 
only on business income unrelated to the purpose for which it is exempt. No federal or state income tax was incurred 
during 2016 or 2015. 
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Significant Concentrations of Risks 

Citizens has geographic exposure to catastrophic losses. Catastrophes can be caused by various events including, 
but not limited to, hurricanes, windstorms, hail and fire. The occurrence and severity of catastrophes are inherently 
unpredictable. Citizens attempts to mitigate its exposure to losses from catastrophes by purchasing catastrophe 
reinsurance coverage. Catastrophes, depending on their path and severity, could result in losses exceeding 
Citizens’ reinsurance protection, and could have a material adverse effect on Citizens’ financial condition and results 
of operations.  

Citizens’ exposure to concentrations of credit risk consists primarily of its cash, investments, and reinsurance 
balances. Citizens minimizes this risk by maintaining cash at highly rated financial institutions, adhering to an 
investment strategy that emphasizes preservation of principal, and contracting with reinsurance companies that 
meet certain rating criteria and other qualifications. Financial instruments that potentially subject Citizens to 
concentrations of credit risk consist principally of cash and cash equivalents, and investments. Citizens’ cash 
management and investment policies restrict investments by type, credit and issuer, and Citizens performs periodic 
evaluations of the credit standing of the financial institutions with which it deals. Deposits with financial institutions 
are insured by the Federal Deposit Insurance Corporation up to $250,000 per depositor. Bank deposits at times 
may exceed federally insured limits. An increased risk of loss occurs as more investments are acquired from one 
issuer or a group of issuers within one industry which results in a concentration of credit risk. Excluding securities 
issued by U.S. Government & Agencies, Citizens does not hold any securities from any single issuer that exceeded 
5% of the investment portfolio. Citizens’ investment strategy focuses primarily on higher quality, fixed income 
securities. Citizens reviews the credit strength of all entities in which it invests, limits its exposure in any one 
investment, and monitors portfolio quality, taking into account credit ratings assigned by recognized credit rating 
organizations. Citizens enters into reinsurance treaties with highly rated reinsurers and obtains a letter of credit from 
any unauthorized reinsurer and certain certified reinsurers. As of December 31, 2016, management believes 
Citizens had no significant concentrations of credit risk. 

Citizens is exposed to interest rate risk, which is the risk that interest rates will change and cause a decrease in the 
value of fixed-rate investments. Citizens mitigates this risk by attempting to match the maturity schedule of its assets 
with the expected payout of its liabilities. 

Components of Unrestricted Surplus 

Unrestricted surplus for the years ended December 31 was charged with the following items:  

  2016   2015  
 
 Nonadmitted assets: 
  Bonds $ - $ (1,565) 
  Short-term investments  -  (36,691) 
  Premiums receivable  (1,496)  (2,027) 
  Other receivables under reinsurance contracts  (5,053)  (5,053) 
  Furniture, fixtures and equipment  (4,404)  (5,638) 
  Prepaid expenses  (7,926)  (7,348) 
  Other assets  (2,476)  (1,769) 
 
   Total nonadmitted assets $ (21,355) $ (60,091) 
 
 Other $ 163 $ 616 
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Application of Recent Accounting Pronouncements  

In August 2016, the NAIC adopted changes to SSAP No. 55, Unpaid Claims, Losses and Loss Adjustment 
Expenses, to clarify the accounting treatment for fees incurred for salvage and subrogation recoveries. The adoption 
of these changes did not have an impact on the Citizens’ statutory-basis financial statements.  

In August 2016, the NAIC adopted changes to SSAP No. 26, Bonds, SSAP No. 30, Common Stocks, and SSAP 
No. 2, Cash, Drafts, and Short-Term Investments, to clarify that all money market mutual funds shall be accounted 
for and reported as short-term investments. The adoption of these changes did not have an impact on the Citizens’ 
statutory-basis financial statements.  

In January 2016, the NAIC adopted changes to SSAP No. 1, Accounting Policies, Risks & Uncertainties, and Other 
Disclosures, which requires the Company to evaluate whether there is substantial doubt about an entity’s ability to 
continue as a going concern. The adoption of these changes did not have an impact on the Citizens’ statutory-basis 
financial statements. 

 Fair Value Measurements 

Citizens’ estimates of fair value for financial assets and financial liabilities are based on the framework established 
in the fair value measurements and disclosures accounting guidance under SSAP No. 100, Fair Value. The 
framework is based on the inputs used in valuation and requires that observable inputs be used in the valuations 
when available. The disclosure of fair value estimates in the fair value accounting guidance includes a hierarchy 
based on whether significant valuation inputs are observable. In determining the level of the hierarchy in which the 
estimate is disclosed, the highest priority is given to unadjusted quoted prices in active markets and the lowest 
priority to unobservable inputs that reflect significant market assumptions. The three levels of the hierarchy are as 
follows: 

 Level 1 - Inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities 
traded in active markets. 

 Level 2 - Inputs to the valuation methodology include quoted prices for similar assets or liabilities in active 
markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other 
than quoted prices that are observable for the asset or liability and market corroborated inputs. 

 Level 3 - Inputs to the valuation methodology are unobservable for the asset or liability and are significant 
to the fair value measurement, and includes broker quotes which are non-binding. 
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The following tables reflect the admitted values and estimated fair values of all admitted assets and liabilities that 
are financial instruments at December 31, 2016 and 2015. The estimated fair values are categorized into the three-
level fair value hierarchy as described below.  

   2016  
      Estimated          
   Admitted   Fair          
   Value   Value   Level 1   Level 2   Level 3  
 

Financial assets: 
 Bonds  $ 10,815,093 $ 10,702,783 $ 1,738,635 $ 8,964,148 $ - 

 Cash, cash equivalents, and 
  short-term investments   1,290,512  1,295,303  1,109,226  186,077  - 

 Investment income due and  
  accrued   75,183  75,183  -  75,183  - 

 
  Total financial assets  $ 12,180,788 $ 12,073,269 $ 2,847,861 $ 9,225,408 $ - 

  
Financial liabilities: 
 Bonds payable  $ 3,361,156 $ 3,542,822 $ - $ 3,542,822 $ - 
 Interest payable   12,745  12,745  -  12,745  - 

  
  Total financial liabilities  $ 3,373,901 $ 3,555,567 $ - $ 3,555,567 $ - 

 
   2015  

      Estimated          
   Admitted   Fair          
   Value   Value   Level 1   Level 2   Level 3  

  
Financial assets: 
 Bonds  $ 11,484,293 $ 11,492,065 $ 1,360,660 $ 10,131,405 $ - 
 Cash, cash equivalents, and 
  short-term investments   1,665,225  1,730,721  1,406,617  324,104  - 
 Investment income due and  
  accrued   74,733  74,733  -  74,733  - 
 
  Total financial assets  $ 13,224,251 $ 13,297,519 $ 2,767,277 $ 10,530,242 $ - 
 
Financial liabilities: 
 Bonds payable  $ 4,318,932 $ 4,528,742 $ - $ 4,528,742 $ - 
 Interest payable   16,592  16,592  -  16,592  - 
  
  Total financial liabilities  $ 4,335,524 $ 4,545,334 $ - $ 4,545,334 $ - 

 

The following describe fair value methodologies that may not be indicative of net realizable value or reflective of 
future fair values. Furthermore, Citizens believes different methodologies or assumptions used to determine fair 
value of certain financial instruments could result in a different fair value measurement at the reporting date. 

Bonds and Short-Term Investments 

When available, the estimated fair values are based on quoted prices in active markets that are readily and regularly 
obtainable. Generally, these investments are classified in Level 1 and are the most liquid of Citizens’ securities 
holdings, and valuation of these securities does not involve management’s judgment. 
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When quoted prices in active markets are not available, the determination of estimated fair value is based on market 
standard valuation methodologies, giving priority to observable inputs. The significant inputs to the market standard 
valuation methodologies for certain types of securities with reasonable levels of price transparency are inputs that 
are observable in the market or which can be derived principally from or corroborated by observable market data. 
Generally, these investments are classified as Level 2. 

When observable inputs are not available, the market standard valuation methodologies for determining the 
estimated fair value of certain types of securities that trade infrequently, and therefore have little or no price 
transparency, rely on inputs that are significant to the estimated fair value that are not observable in the market or 
which cannot be derived principally from or corroborated by observable market data. These unobservable inputs 
can be based in large part on management’s judgment or estimation and cannot be supported by reference or 
market activity. Even though these inputs are unobservable, Citizens believes they are consistent with those which 
other market participants would use when pricing such securities and are considered appropriate, given the 
circumstances. Generally, these investments are classified as Level 3. 

Cash and Cash Equivalents 

The estimated fair value approximates carrying value and are classified as Level 1, given the nature of cash. 

Investment Income Due and Accrued and Interest Payable 

The estimated fair value is determined based on significant observable inputs. These amounts are generally 
classified as Level 2. 

Bonds Payable 

Citizens’ bonds trade on the bond market. The estimated fair value is based on trading activity and closing market 
prices on December 31. 

At the end of each reporting period, Citizens evaluates whether or not any event has occurred or circumstances 
have changed that would cause an instrument to be transferred between Levels 1 and 2. This policy also applies 
to transfers into or out of Level 3. 

At December 31, 2015 Citizens analyzed its investment portfolio and determined U.S. treasuries, which were 
previously classified as Level 2, should be classified as Level 1 based on the inputs used to measure estimated fair 
value. As such, transfers into Level 1 from Level 2 were $1,360,660 during the year ended December 31, 2015. 
During the year ended December 31 2016, Citizens had no transfers into or out of any of the levels. 

 Investments 

Investment Policy and Impairment 

Citizens’ invested assets are governed by four investment policies, two for taxable operating funds and two for tax-
exempt bond proceeds: 

 Liquidity Fund (Taxable): generally this policy governs the investment of funds and surplus that, in addition 
to internally managed cash, are the first monies used to pay claims after an event, and that can be used to 
pay operating expenses on an ongoing basis. 

 Liquidity Fund (Tax-exempt): generally this policy governs the investment of tax-exempt pre-event bond 
proceeds and other monies required to be invested in tax-exempt instruments. Citizens uses these monies 
to pay claims after an event or to pay principal and / or interest payments on an as needed basis. 
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 Claims-Paying Fund (Taxable): generally this policy governs the investment of funds used to pay post-
event claims after Citizens has expended all monies in the Liquidity Fund. Only monies eligible for 
investment in taxable instruments are deposited in this fund. 

 Claims-Paying Fund (Tax-exempt): generally this policy governs the investment of tax-exempt pre-event 
bond proceeds and other monies required to be invested in tax-exempt instruments. Citizens uses these 
monies to pay claims after an event, typically after all funds in the Liquidity Fund have been expended. 

Citizens did not recognize any other-than-temporary impairments for the years ended December 31, 2016 or 2015. 
Citizens evaluates external indicators, such as issuer credit ratings along with the extent and duration of declines, 
and internal indicators such as ability and intent with respect to retention of impaired securities in determining 
whether declines in market value are temporary or other-than-temporary. In addition, Citizens nonadmitted $38,256 
of invested assets at December 31, 2015 that were rated 6 by the SVO or an equivalent rating agency, pursuant to 
Florida Statutes (see Note 2). No invested assets were nonadmitted as of December 31, 2016.  

The investment policies require any repurchase agreement be collateralized to at least 102% with U.S. Government 
or Agency securities, excluding mortgage-backed securities. Repurchase agreements shall not represent more than 
15% of the portfolio’s amortized cost and must have a maximum maturity of 30 days or less. Reverse repurchase 
agreements and securities lending are not permitted investments. Citizens had no investments in agency 
repurchase agreements as of December 31, 2016 and 2015. 

Bonds 

The amortized cost, gross unrealized gains and losses, and estimated fair value of bonds at December 31, 2016 
were as follows: 

     Gross   Gross   Estimated  
  Amortized   Unrealized   Unrealized   Fair  
  Cost   Gains   Losses   Value  
 
Bonds: 
U.S. Treasury and U.S. government 
 securities  $ 1,777,327 $ 1,020 $ (31,826) $ 1,746,521 
All other government  67,797  187  (697)  67,287 
States, territories and possessions  437,704  230  (3,022)  434,912 
Political subdivisions of states, 
 territories and possessions  606,524  323  (5,674)  601,173 
Special revenue  2,883,951  1,455  (27,674)  2,857,732 
Industrial and miscellaneous  4,779,330  20,766  (64,817)  4,735,279 
Mortgage-backed securities  262,460  726  (3,307)  259,879 
 
 Total bonds  10,815,093 $ 24,707 $ (137,017) $ 10,702,783 
 
Nonadmitted bonds under prescribed practice  - 
 
Admitted bonds $ 10,815,093 
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The amortized cost, gross unrealized gains and losses, and estimated fair value of bonds at December 31, 2015 
were as follows: 

     Gross   Gross   Estimated  
  Amortized   Unrealized   Unrealized   Fair  
  Cost   Gains   Losses   Value  
 
Bonds: 
U.S. Treasury and U.S. government 
 securities  $ 1,393,242 $ 912 $ (4,568) $ 1,389,586 
All other government  67,948  266  (151)  68,063 
States, territories and possessions  712,526  2,757  (415)  714,868 
Political subdivisions of states, 
 territories and possessions  807,282  3,166  (313)  810,135 
Special revenue  3,862,634  8,944  (6,834)  3,864,744 
Industrial and miscellaneous  4,407,532  19,084  (16,896)  4,409,720 
Mortgage-backed securities  234,694  991  (736)  234,949 
 
 Total bonds  11,485,858 $ 36,120 $ (29,913) $ 11,492,065 
 
Nonadmitted bonds under prescribed practice  (1,565) 
 
Admitted bonds $ 11,484,293 

 

The unrealized loss position of bonds at December 31, 2016 was as follows: 

   Less than 12 months   More than 12 months    Total   
  Estimated   Gross   Estimated   Gross   Estimated   Gross 
  Fair   Unrealized   Fair   Unrealized   Fair   Unrealized 
  Value   Loss   Value   Loss   Value   Loss  
 
Bonds: 
U.S. Treasury and U.S. 
 government securities $ 1,130,114 $ (27,616) $ 378,535 $ (4,210) $ 1,508,649 $ (31,826) 
All other government  15,916  (585)  25,058  (112)  40,974  (697) 
States, territories and 
 possessions  244,572  (2,580)  60,476  (441)  305,048  (3,021) 
Political subdivisions 
 of states, territories 
  and possessions  400,613  (5,188)  85,322  (487)  485,935  (5,675) 
Special revenue  1,689,504  (24,076)  519,110  (3,598)  2,208,614  (27,674) 
Industrial and  
 miscellaneous  2,113,609  (59,851)  835,962  (4,967)  2,949,571  (64,818) 
Mortgage-backed 
 securities  132,965  (3,177)  37,206  (129)  170,171  (3,306) 
 
 Total $ 5,727,293 $ (123,073) $ 1,941,669 $ (13,944) $ 7,668,962 $ (137,017) 
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The unrealized loss position of bonds at December 31, 2015 was as follows: 

   Less than 12 months   More than 12 months    Total   
  Estimated   Gross   Estimated   Gross   Estimated   Gross 
  Fair   Unrealized   Fair   Unrealized   Fair   Unrealized 
  Value   Loss   Value   Loss   Value   Loss  

 
Bonds: 
U.S. Treasury and U.S. 
 government securities $ 845,700 $ (3,910) $ 220,518 $ (658) $ 1,066,218 $ (4,568) 
All other government  13,212  (65)  19,447  (85)  32,659  (150) 
States, territories and 
 possessions  112,323  (268)  32,437  (147)  144,760  (415) 
Political subdivisions 
 of states, territories 
  and possessions  114,243  (236)  38,350  (77)  152,593  (313) 
Special revenue  1,164,589  (3,549)  529,056  (3,285)  1,693,645  (6,834) 
Industrial and  
 miscellaneous  1,847,892  (10,711)  974,029  (6,186)  2,821,921  (16,897) 
Mortgage-backed 
 securities  93,345  (671)  32,734  (65)  126,079  (736) 
 
 Total $ 4,191,304 $ (19,410) $ 1,846,571 $ (10,503) $ 6,037,875 $ (29,913) 

 
There were 3,423 and 2,321 bond holdings in an unrealized loss position at December 31, 2016 and 2015, 
respectively. 

Citizens believes there were no fundamental issues such as credit losses or other factors with respect to any of its 
bond securities that are in an unrealized loss position. The unrealized losses on bonds were primarily caused by 
interest rate changes. It is expected that the securities would not be settled at a price less than the par value of the 
bonds. Citizens evaluates U.S. government, corporate, and state and municipal bonds based upon factors such as 
expected cash flows and the financial condition, and near-term and long-term prospects of the issuer, and evaluates 
mortgage-backed securities and asset-backed securities based on actual and projected cash flows after considering 
such factors as the quality of the underlying collateral, expected prepayment speeds, current and forecasted 
severity, consideration of the payment terms of the underlying assets, and payment priority of the security. Because 
the decline in fair value is attributable to changes in interest rates or market conditions and not credit quality, and 
because Citizens has the ability and intent to hold its bond securities until a market price recovery or maturity, 
Citizens does not consider any of its bonds to be other than temporarily impaired at December 31, 2016 and 2015. 

Proceeds from maturities and sales of bonds during 2016 were $8,813,118 with gross realized gains of $57,240 
and gross realized losses of $8,261 and during 2015 were $7,886,993 with gross realized gains of $25,626 and 
gross realized losses of $3,254. Investment dispositions and purchases are measured and recorded in the financial 
statements using the trade date, which may differ from the date on which settlement of the trade activity occurs. 
Proceeds related to gains on cash, cash equivalents, and short term investments during 2016 and 2015 were 
$17,224 and $13,021, respectively. 
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The amortized cost and estimated fair value of securities at December 31, 2016, 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. 

     Estimated 
  Amortized   Fair 
  Cost   Value  
 
Maturity: 
 In 2017 $ 1,011,685 $ 1,013,519 
 2018 - 2021  6,987,179  6,937,311 
 2022 - 2026  2,340,686  2,270,919 
 After 2026  213,083  221,155 
 Mortgage-backed securities  262,460  259,879 
 
   Total $ 10,815,093 $ 10,702,783 

 
Sources and uses of net investment income (expense) for the years ended December 31, 2016 and 2015, were as 
follows: 

  2016   2015  
 
Gross interest income: 
 Bonds $ 170,818 $ 139,881 
 Cash, cash equivalents, and short-term investments  6,136  7,308 
 
  Total gross interest income  176,954  147,189 
 
Investment expenses  (5,872)  (6,105) 
 
   Net interest income  171,082  141,084 
 
Net realized gain on sales of invested assets:  
 Bonds  48,979  22,372 
 Cash, cash equivalents, and short-term investments  17,216  13,022 
 
  Total net realized gain on sales of invested assets  66,195  35,394 
 
Loss on defeasance of debt  -  (16,347) 
  
   Net realized capital gains  66,195  19,047 
 
Interest expense:  
 Bond interest  (137,928)  (160,508) 
 Bond issuance costs  -  (5,292) 
 
   Total interest expense  (137,928)  (165,800) 
 
    Net investment income (expense) $ 99,349 $ (5,669) 
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Restricted Assets 

Restricted assets (including pledged assets) are summarized as follows by restricted asset category: 

    Gross Restricted       Percentage   
                 Admitted  
  Total   Total      Total   Gross   Restricted  
  from   from      Current   Restricted   to Total  
Restricted Asset  Current   Prior   Increase   Year   to Total   Admitted  
 Category  Year   Year   (Decrease)   Admitted   Assets   Assets  
 
Pledged as collateral 
 not captured in other 
  categories $ 751,409 $ 761,493 $ (10,084) $ 751,409  6.11%  6.12% 
Other restricted assets  8,237  20,950  (12,713)  8,237  0.07%  0.07% 
 
 Total restricted 
  assets $ 759,646 $ 782,443 $ (22,797) $ 759,646  6.18%  6.19% 
 

Restricted assets pledged as collateral above consist of debt sinking funds on deposit with Citizens’ Indenture 
Trustee for the purpose of funding principal and interest obligations associated with outstanding bonds payable. 
Other restricted assets consist of assessments that were over-collected by the Florida Surplus Lines Servicing 
Office (FSLSO) from surplus lines insureds with respect to the 2004 Plan Year Deficit. Pursuant to a consent order, 
the Office, FSLSO and Citizens agreed that this cash would be included in Citizens’ restricted surplus until such 
time future regular and emergency assessments would otherwise be payable by surplus lines insureds. As amounts 
have been approved by FSLSO with respect to regular and emergency assessments for Citizens’ 2005 Plan Year 
Deficit, Citizens has transferred these funds to unrestricted surplus. 

 Liability for Loss Reserves and Loss Adjustment Expense Reserves 

Activity in the liability for loss and LAE reserves for December 31 was as follows: 

  2016   2015  
 
Balance at beginning of year $ 732,612 $ 1,032,988 
 
Incurred related to: 
 Current accident year  426,236  356,735 
 Prior accident years  86,678  132,318 
    
  Total incurred  512,914  489,053 
 
Paid related to: 
 Current accident year  (157,912)  (189,275) 
 Prior accident years  (366,798)  (600,154) 
 
  Total paid  (524,710)  (789,429) 
 
Balance at end of year $ 720,816 $ 732,612 
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As a result of changes in estimates of insured events in prior years, the provision for loss and LAE reserves 
increased by approximately $86,678 and $132,318, net of reinsurance, in 2016 and 2015, respectively. These 
adjustments are the result of ongoing analysis of recent loss development trends. Original estimates are increased 
or decreased as additional information becomes known regarding individual claims. There can be no assurance 
that the ultimate settlement of losses will not vary significantly from the recorded provision for losses and LAE. 
However, management believes the provision for losses and LAE is adequate to cover the cost of unpaid claims 
incurred. During 2016 and 2015, net recoveries with respect to reinsurance recoverable on paid losses and LAE 
was $1,463 and ($1,683), respectively. 

For both catastrophic and non-catastrophic claims, the loss adjusting function is performed by Citizens through its 
employees and through contracted independent adjusting firms. Citizens compensates independent adjusting firms, 
depending upon the type or nature of the claims, either on a per-day rate or on a graduated fee schedule based on 
the gross claim amount. Such costs are included as LAE. 

 Reinsurance Agreements 

Citizens has entered into various contracts with reinsurers for the purpose of reducing its net exposure to qualifying 
losses should such losses occur. These contracts provide for the recovery of amounts above specified retention 
levels, subject to contractual limits, under per occurrence and aggregate catastrophe excess of loss arrangements. 
Reinsurance coverage is purchased separately for the Coastal Account and combined for the PLA and CLA. As 
required by statute, Citizens participates in the FHCF. Coverage provided by and premium ceded to the FHCF as 
respects the Coastal Account is measured and recognized as though the Coastal Account is a separate participating 
insurer with its own exposures, reimbursement premium and loss reimbursement. Likewise, the PLA and CLA are 
considered together as a single, separate participating insurer with its own exposures, reimbursement premium and 
loss reimbursement. Reinsurance coverage purchased through the FHCF was $1,684,547 and $1,032,762 in the 
Coastal Account and PLA and CLA, respectively, for 2016, and $2,124,115 and $1,106,086 in the Coastal Account 
and PLA and CLA, respectively, for 2015. Reinsurance coverage purchased in the Coastal Account through 
traditional and capital markets totaled $2,464,312 and $3,905,500 for 2016 and 2015, respectively. 

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

   2016      2015   
  Written   Earned   Written   Earned  
 
Direct premiums $ 973,841 $ 1,105,385 $ 1,267,754 $ 1,660,282 
FHCF ceded premiums  (176,392)  (176,392)  (226,435)  (226,435) 
Private ceded premiums  (181,399)  (181,399)  (282,609)  (282,609) 
Depopulation ceded premiums  (63,432)  (122,054)  (180,711)  (390,488) 
 
 Net premiums $ 552,618 $ 625,540 $ 577,999 $ 760,750 
 
Ceded premiums include premiums ceded to companies that assume policies pursuant to a depopulation program 
(see Note 10). Ceded losses and LAE incurred were ($834) and ($2,229) during 2016 and 2015, respectively. 
Unearned premiums on the accompanying statutory-basis statements of admitted assets, liabilities and 
accumulated surplus are net of ceded unearned premiums on depopulation contracts of $40,558 and $99,180 at 
December 31, 2016 and 2015, respectively. There were no ceded unearned premiums with respect to the FHCF or 
traditional and capital markets reinsurance agreements at December 31, 2016 and 2015.  
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Amounts recoverable from reinsurers on unpaid losses and LAE are estimated based on the allocation of estimated 
unpaid losses and LAE among Citizens’ coverage lines. Actual amounts recoverable will depend on the ultimate 
settlement of losses and LAE. FHCF and private 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. There were no balances due from an 
individual reinsurer in excess of 3% of accumulated surplus for the years ended December 31, 2016 and 2015.  

 Bonds Payable 

Citizens has issued multiple Senior Secured Bonds for the purpose of funding losses in the event of a future 
catastrophe. The bonds are secured by pledged revenues which consist of monies and investments held in 
accounts established under the trust indenture, proceeds from any surcharges, regular, and emergency 
assessments, and/or reimbursements received from the FHCF. The following table provides pertinent information 
regarding each issuance of the Senior Secured Bonds:  

 

Interest expense includes net amortization and accretion of premiums and discounts of $34,691 and $37,684 for 
the years ended December 31, 2016 and 2015, respectively. Citizens recorded a premium of $93,567 in connection 
with the issuance of Series 2015A-1 pre-event bonds and accelerated the recognition of $3,657 premium in 
connection with the legal defeasance of the 2007A post-event bonds during the year ended December 31, 2015. 
Net unamortized premium at December 31, 2016 and 2015 was $117,656 and $152,347, respectively. 

Bond Issue Issuance Date Face Value Carrying Value 
Stated  

Interest Rate 

 
Current Year 
Principal Paid 

Current Year 
Interest Paid 

Series 2009A-1 Senior   
Secured Bonds 
(Pre-event HRA)   May 7, 2009         $      343,500      $         343,440  

        4.000% -   
         6.000%   $         403,085   $           31,071 

Series 2010A-1 Senior 
Secured Bonds 
(Pre-event HRA)   Apr 6, 2010                 525,000                 526,130 

        3.000% -  
         5.250%              305,000                33,220 

Series 2011A-1 Senior 
Secured Bonds 
(Pre-event HRA)   Jul 14, 2011                 475,000                 479,119 

        3.000% -  
         5.000%                90,000                25,581 

Series 2012A-1 Senior 
Secured Bonds 
(Pre-event PLA/CLA)  Jun 21, 2012                 900,000                 938,548 

        3.000% -  
         5.000%              125,000                48,017 

Series 2015A-1 Senior 
Secured Bonds 
(Pre-event Coastal)   Jun 2, 2015                 700,000                773,919 

        3.000% -  
         5.000%                       -                34,800 

Series 2015A-2 Senior 
Secured Bonds 
(Pre-event Coastal)   Jun 2, 2015                 300,000                300,000 

    SIFMA plus  
 0.85%-0.95%                       -                  3,776 

         Total         $    3,243,500    $       3,361,156     $        923,085     $       176,465 
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Effective January 27, 2015, Citizens executed a legal defeasance of its 2007A post-event bonds. Authorization for 
the action was approved by the Board at its September 24, 2014 regular meeting. The defeasance, which is 
contemplated in the bond agreement, was effected by Citizens transferring $416,811 to a trusteed escrow agent, 
from which current obligations for bond principal and accrued interest of $400,464 and future interest of $16,347 
will be made over the contractual bond period. Citizens is no longer legally obligated to make any future principal 
and interest payments to the bondholders. The recognition of future interest expenses was accelerated and 
recognized as a realized loss within the statutory-basis statements of operations for the year ended December 31, 
2015. As a result of the defeasance, Citizens recognized $17,918 in assessment income that was previously 
reported as unearned assessment income at the time of the defeasance. The unearned assessment income 
resulted from the issuance of the 2005 Citizens Emergency Assessment and was used to offset bond expenses 
under the 2007A post-event bonds. The net effect on accumulated surplus, as a result of the defeasance and 
recognition of unearned assessment income, was an increase of approximately $1,571. 

A schedule of bond maturities is as follows: 

Years      
Ending  2009   2010   2011   2012   2015     
December 31,  Bonds   Bonds   Bonds   Bonds   Bonds   Total  
 
 2017 $ 343,500 $ 525,000 $ - $ 130,000 $ - $ 998,500 
 2018  -  -  125,000  130,000  200,000  455,000 
 2019  -  -  175,000  160,000  -  335,000 
 2020  -  -  175,000  160,000  300,000  635,000 
 2021  -  -  -  160,000  -  160,000 
 After  -  -  -  160,000  500,000  660,000 
 
  $ 343,500 $ 525,000 $ 475,000 $ 900,000 $ 1,000,000 $ 3,243,500 

 

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

Years Ended December 31,  Principal   Interest   Total  
 
 2017  $ 998,500 $ 121,554 $ 1,120,054 
 2018   455,000  90,003  545,003 
 2019   335,000  73,410  408,410 
 2020   635,000  51,548  686,548 
 2021   160,000  36,217  196,217 
 After   660,000  54,951  714,951 
 
    $ 3,243,500 $ 427,683 $ 3,671,183 

 Retirement Plan 

Citizens sponsors a 457(b)/401(a) defined contribution employee 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 $5,263 and $4,766 for the years ended December 31, 2016 and 2015, respectively. 
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 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 and assessments. Agent commissions included in other underwriting 
expenses incurred were $77,139 and $102,871 during 2016 and 2015, respectively. 

Additionally, Citizens is a party to an agreement with a servicing company to provide underwriting and policy 
management services. The agreement provides for monthly compensation to the company based on a 
“Per Transaction Fee” applied to the number of transactions processed in a monthly cycle. These services are for 
both Citizens’ Commercial Lines and Personal Lines business. The amount per transaction ranges from $3.50 to 
$140.00, depending on the complexity and volume of each transaction. Servicing company fees included in other 
underwriting expenses incurred were $1,743 and $2,859, during 2016 and 2015, respectively. There were no 
premiums written by service providers which individually are more than 5% of policyholders' surplus. 

 Depopulation 

Pursuant to the Act, Citizens is authorized to adopt one or more programs, subject to approval by the Office, for the 
reduction of both new and renewal writings. Policies may be removed from Citizens at policy renewal or as part of 
a bulk assumption. In an assumption, the assuming insurer (Takeout Company) is responsible for losses occurring 
from the assumption date through the expiration of the Citizens policy period (the assumption period). Subsequent 
to the assumption period, the Takeout Company will write the policy directly. In January 2007, Florida law was 
amended to state that assumed policies are the direct insurance of the Takeout Company, for the purpose of 
clarifying that FIGA is liable for assumption period losses occurring during the assumption period if a Takeout 
Company were liquidated and unable to meet its obligation to policyholders. 

During 2016 and 2015, Citizens recognized ceded written premiums of $63,432 and $180,711, respectively, as a 
result of depopulation. 

Citizens provides policy administration services with respect to the assumed policies. All agreements provide for 
the Takeout Company to adjust losses. While Citizens is not liable to cover claims after the assumption (unless the 
assumed insured exercises its option to return to Citizens during the assumption period), Citizens continues to 
service policies for items such as policyholder endorsements or cancellation refunds. Should Citizens process and 
provide a refund to policyholders, such amount is subsequently collected from the Takeout Company. At 
December 31, 2016 and 2015, net assumed premiums receivable in the amount of $6,614 and $32,435, 
respectively, were due from certain Takeout Companies and are reported as other receivables under reinsurance 
contracts in the accompanying statutory-basis statements of admitted assets, liabilities and accumulated surplus. 
In addition, premiums due to Takeout Companies of $16,284 and $25,891, at December 31, 2016 and 2015, 
respectively, are included in reinsurance payable on the accompanying statutory-basis statements of admitted 
assets, liabilities and accumulated surplus. 

 Operating Leases 

Citizens leases office space and certain office equipment under various operating leases. Rental expense on 
operating leases amounted to $9,332 and $8,133 for the years ended December 31, 2016 and 2015, respectively. 
There are no contingent rental payments or unusual renewal options, escalation clauses or restrictions and there 
have been no early terminations of existing leases.  
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Future minimum payments under operating leases are as follows: 

 2017  $ 5,827 
 2018   6,000 
 2019   5,929 
 2020   5,094 
 2021   5,179 
 After   25,134 
 
  Total $ 53,163 

 Commitments and Contingencies 

Citizens is involved in certain 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 there from, will not have a material adverse effect on the financial condition 
or results of operations of Citizens. Citizens is also involved in other potentially significant litigation described below. 
Due to the preliminary nature of the following litigation, the potential loss, if any, is not determinable at this time. 

A summary of potentially significant litigation follows: 

Castellanos v. Citizens. This is a 2006 limited class action matter brought on behalf of the unit owners of a 2-story, 
66 unit condominium building in Miami Beach for alleged Hurricane Wilma damage. Sunny Isles Resort Developers 
(“developer”) purchased all the units directly from the individual unit owners (“plaintiffs”) shortly before Hurricane 
Wilma. Plaintiffs alleged an assignment from the developer for any future claim benefits. The developer intervened 
in the lawsuit denying the assignment. In 2009, the trial court assumed a valid assignment existed and granted the 
class certification while acknowledging the assignment issue required a more thorough consideration during the 
litigation. Citizens appealed the Class Certification Order to the 3rd District Court of Appeals, but later requested 
relinquishment of the District Court’s jurisdiction in order to argue in the trial court that neither the plaintiff nor the 
developer received a valid assignment since the Association failed to execute an assignment. The trial court granted 
a directed verdict for Citizens and found that plaintiffs lacked standing since the assignment was invalid. Plaintiffs 
appealed to the 3rd District Court of Appeals. On appeal, Citizens argued that order should be affirmed thus 
eliminating the class action.  In 2012, the District Court reversed the trial court’s ruling reinstating the class action 
certification. Citizens’ Motions for Rehearing, Rehearing En Banc & Request for Oral Argument were 
denied. Plaintiffs filed a motion for summary judgment on the developer’s "assignment" issue. In January 2015, the 
trial court denied plaintiffs’ motion as procedurally improper. Plaintiffs’ filed a Motion for Mistrial. The trial court 
ordered the parties to mediation which impassed. Citizens filed a motion for involuntary dismissal based on the 
same rationale as Plaintiffs’ Motion for Mistrial. The trial court granted the Plaintiffs’ Motion for Mistrial and denied 
Citizens’ motion. However, during the hearing, plaintiffs’ counsel alleged the discovery of new documents 
supporting their position and the court allowed the admission of the new documents into the record.  Both parties 
immediately served extensive discovery relating to the newly submitted documents. In November 2016, the 
developer filed a Motion for Leave to File a Cross-Complaint. Plaintiffs filed a memo in opposition and defense 
counsel responded preserving all of Citizens’ rights and defenses, including undue delay. The trial court granted 
the developer’s motion. In January 2017, Citizens filed an Answer & Affirmative defenses to the developer’s Cross-
Complaint. Citizens filed a Motion for Summary Judgment against the developer to dismiss all claims against 
Citizens, based on factual evidence that the property was not condemned. The court heard Citizens’ motion for 
Summary Judgement on April 19th, but did not rule on the motion from the bench. The judge gave all parties until 
May 8th to submit proposed orders. 
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Frank Catchpole v Citizens. This Leon County Circuit Court class action relates to Citizens’ wind mitigation 
reinspections around the time of 2011-2012. Plaintiff alleges that the Uniform Wind Mitigation Inspection 
Form (submitted by the insured) which identified wind mitigation features which were eligible for a discount was 
valid for five years. Therefore, Plaintiff contends Citizens’ reinspection of the wind mitigation features of the property 
and removal of wind mitigation discounts that were not validated was improper. In particular, Plaintiff alleges that 
Citizens “accepted” the Mitigation Form by applying the discount and then could not subsequently verify the 
mitigation feature through reinspection. Litigation of this suit, as a class action, will take an extended period of time. 
Citizens will vigorously defend its actions. 

Multi-Year Reinsurance Treaties 

Citizens is party to several aggregate and per occurrence catastrophe excess of loss reinsurance arrangements 
that provide coverage into 2017. Premiums ceded under multi-year contracts are determined before each 
contractual reset period and are based upon defined risk parameters within the contracts that may result in 
increases or decreases to premiums ceded. Such adjustments to premiums ceded are included in the treaty year 
to which they apply. On May 3, 2017, the multi-year reinsurance arrangement with Everglades Re II that provided 
coverage of $300 million was terminated as a result of the early redemption of the Everglades Re II Series 2015-
1 bonds. These bonds were redeemed at par and were not subject to a call premium. As of May 3, 2017, Citizens 
no longer carried reinsurance that provided coverage into the 2017 hurricane season. 

Risk Management Programs 

In addition to claims under the insurance policies it issues, Citizens is potentially exposed to various risks of loss, 
including those related to torts; theft of, damage to, and destruction of assets, errors and omissions, injuries to 
employees, and natural disasters. As a state government entity, Citizens has immunity from certain claims. For the 
years ending December 31, 2016 and 2015, Citizens had insurance protection in place from various commercial 
insurance carriers covering various exposures, including workers’ compensation, property loss, employee liability, 
general liability, data-breach liability, and directors’ and officers’ liability. Management continuously reviews the 
limits of coverage and believes that current coverage is adequate. There were no significant reductions in insurance 
coverage from the previous year. 

 Reconciliation of SAP to GAAP 

A reconciliation of Citizens’ 2016 and 2015 statutory-basis net income and accumulated surplus to GAAP basis (as 
determined by the Governmental Accounting Standards Board) change in net position and net position, respectively, 
is as follows: 

  2016   2015  
 
Net (loss) income - statutory basis $ (27,078) $ 5,704 
Adjustments: 
 Change in allowance for doubtful accounts  (462)  2,987 
 Change in FIGA assessment income  2,423  2,133 
 Change in net unrealized gain on investments  (133,867)  (49,568) 
 
Change in net position - GAAP basis $ (158,984) $ (38,744) 
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  2016   2015  
 
Accumulated surplus - statutory basis $ 7,401,802 $ 7,389,691 
Adjustments: 
 Nonadmitted assets, net of allowance  13,812  53,010 
 Provision for reinsurance  11  11 
 FIGA assessment recoverable  (907)  (3,330) 
 Net unrealized (loss) gain on investments  (106,407)  27,602 
 
Net position - GAAP basis $ 7,308,311 $ 7,466,984 

 Assessments 

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

In the event of a Plan Year Deficit in any Account, Citizens must first levy an assessment against the premium of 
each Citizens policyholder (the Citizens Policyholder Surcharge) in each of Citizens' Accounts, as a uniform 
percentage of the premium of the policy of up to 15% of such premium. Citizens Policyholder Surcharges are not 
subject to commissions, fees, or premium taxes; however, failure to pay a Citizens Policyholder Surcharge is treated 
as failure to pay premium.  

If the Citizens Policyholder Surcharge is insufficient to eliminate a deficit in the Coastal account, Citizens would 
then levy a “Regular Assessment” on assessable insurers, as defined in Section 627.351(6), Florida Statutes. The 
assessment is 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, and is applied 
as a uniform percentage of up to 2% of subject premiums. The Regular Assessment is not available for deficits 
within the PLA or CLA. 

If the deficit in any year in any account is greater than the amount that may be recovered through Citizens’ 
Policyholder Surcharges and 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, in addition to the Regular Assessment being limited 
to the Coastal account only. 

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. 

In November 2012, Citizens received notice of an assessment from the FIGA totaling $27,759. Amounts recouped 
from policyholders relating to this assessment were $2,423 and $2,133 during 2016 and 2015, respectively. 
Remaining balances due on FIGA assessments of $907 and $3,330 as of December 31, 2016 and 2015, 
respectively, are reported as assessment receivable on the statutory-basis statements of admitted assets, liabilities 
and accumulated surplus. 
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Effective March 5, 2015, the 2005 Emergency Assessment was terminated for all policies with effective dates on or 
after July 1, 2015. The 2005 Emergency Assessment was anticipated to be collected over a ten year period 
commencing July 1, 2007. As of December 31, 2016 and 2015, collections in excess of the Emergency Assessment 
were $143,910 and $146,095, respectively. These balances are reported as the reserve for future assessments on 
the statutory-basis statements of admitted assets, liabilities and accumulated surplus until such time as the Board 
approves a change to direct these excess collections to be used for any lawful purpose available within the Plan. 

 Subsequent Events 

Subsequent events have been considered through May 26, 2017, the date of issuance of these statutory-basis 
financial statements. There were no events occurring subsequent to the end of the year that merit recognition or 
disclosure in these statements. 
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(Dollars in thousands)

Personal Commercial

Lines Lines Coastal

Combined Account Account Account

ADMITTED ASSETS

Cash and invested assets:

  Bonds 10,815,093$  3,691,520$    1,847,537$    5,276,036$    

  Cash, cash equivalents,

 and short-term investments 1,290,512      257,705         81,955           950,852         

  Receivable for securities -                    -                    -                    -                    

Total cash and invested assets 12,105,605    3,949,225      1,929,492      6,226,888      

Investment income due and accrued, net 75,183           23,884           10,726           40,573           

Premiums receivable, net 75,615           36,479           1,570             37,566           

Reinsurance recoverable on paid losses and

 loss adjustment expenses 1,143             1,094             -                    49                  

Other receivables under reinsurance contracts 6,614             2,012             99                  4,503             

Assessment receivable 907                1,742             (53)                 (782)               

Taxes and fees receivable 180                (300)               (115)               595                

Other admitted assets 3,751             3,746             -                    5                    

Inter-account receivable (payable) -                    11,309           5,403             (16,712)          

Total admitted assets 12,268,998$  4,029,191$    1,947,122$    6,292,685$    

LIABILITIES AND ACCUMULATED SURPLUS

Liabilities:

Loss reserves, net 499,051$       321,403$       80,009$         97,639$         

Loss adjustment expense reserves, net 221,765         154,492         19,179           48,094           

Retroactive reinsurance ceded (1,411)            (1,300)            -                    (111)               

Unearned premiums, net 440,413         223,105         15,708           201,600         

Reserve for future assessments 143,910         -                    -                    143,910         

Reinsurance payable 93,199           10,371           5                    82,823           

Provision for reinsurance 11                  -                    -                    11                  

Bonds payable 3,361,156      810,530         128,018         2,422,608      

Interest payable 12,745           3,232             511                9,002             

Advance premiums and suspended cash 24,244           11,534           860                11,850           

Other liabilities 72,113           57,026           1,364             13,723           

Total liabilities 4,867,196      1,590,393      245,654         3,031,149      

Accumulated surplus:

  Restricted 8,237             -                    -                    8,237             

  Unrestricted 7,393,565      2,438,798      1,701,468      3,253,299      

Total accumulated surplus 7,401,802      2,438,798      1,701,468      3,261,536      

Total liabilities and accumulated surplus 12,268,998$  4,029,191$    1,947,122$    6,292,685$    

December 31, 2016

Supplemental Combining Statutory-Basis Statement of Admitted Assets, Liabilities, 
Citizens Property Insurance Corporation

and Accumulated Surplus by Account
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(Dollars in thousands)

Personal Commercial

Lines Lines Coastal

Combined Account Account Account

Underwriting income:

  Net premiums earned 625,540$       397,639$       40,423$         187,478$       

Underwriting expense:

  Net losses incurred 345,768         251,523         7,030             87,215           

  Net loss adjustment expenses incurred 167,146         116,336         (264)               51,074           

  Other underwriting expenses incurred 241,460         113,991         11,494           115,975         

Total underwriting expense 754,374         481,850         18,260           254,264         

Net underwriting (loss) income (128,834)        (84,211)          22,163           (66,786)          

Investment (expense) income:

  Net interest income 171,082         58,868           29,681           82,533           

  Net realized capital gains 66,195           16,380           12,406           37,409           

  Interest expense (137,928)        (27,499)          (4,344)            (106,085)        

Total investment (expense) income, net 99,349           47,749           37,743           13,857           

Other income (expense):

  Assessment income -                    -                    -                    -                    

  Other (expense) income 2,407             1,445             204                758                

Total other income (expense) 2,407             1,445             204                758                

Net income (loss) (27,078)$        (35,017)$        60,110$         (52,171)$        

Year Ended December 31, 2016
Supplemental Combining Statutory-Basis Statement of Operations by Account
Citizens Property Insurance Corporation
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(Dollars in thousands)

Amount Percentage Amount Percentage

Bonds:

U.S. Treasury securities 1,769,461$        14.5% 1,769,461$        14.5%

U.S. government agency and corporate obligations

 (excluding mortgage-backed securities)

Issued by U.S. government agencies 7,866                 0.1% 7,866                 0.1%

Issued by U.S. government-sponsored agencies 1,090,385          9.0% 1,090,385          9.0%

Non-U.S. government (including Canada, excluding

 mortgage-backed securities) 67,797               0.6% 67,797               0.6%

Securities issued by states, territories and possessions

 and political subdivisions in the U.S.

States, territories and possessions general obligations 437,704             3.6% 437,704             3.6%

Political subdivisions of states, territories and

 possessions and political subdivisions general

  obligations 606,524             5.0% 606,524             5.0%

Revenue and assessment obligations 1,793,567          14.8% 1,793,567          14.8%

Mortgage-backed securities (includes residential and

 commercial MBS)

Pass-through securities

Issued or guaranteed by GNMA 1                        0.0% 1                        0.0%

Issued or guaranteed by FNMA and FHLMC 119,563             1.0% 119,563             1.0%

CMOs and REMICs

Issued or guaranteed by GNMA, FNMA, FHLMC or VA 142,896             1.2% 142,896             1.2%

Other debt and other fixed income securities

 (Excluding short-term):

Unaffiliated domestic securities (includes credit tenant

 loans and hybrid securities) 3,852,552          31.8% 3,852,552          31.8%

Unaffiliated foreign securities 926,777             7.7% 926,777             7.7%

Receivables for securities -                        0.0% -                        0.0%

Cash, cash equivalents and short-term

 investments 1,290,512          10.7% 1,290,512          10.7%

Total invested assets 12,105,605$      100.0% 12,105,605$      100.0%

Citizens Property Insurance Corporation

Admitted Assets as Reported

Gross Investment Holdings in the Annual Statement

December 31, 2016
Summary Investment Schedule
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1. Reporting entity’s total admitted assets: 
 $ 12,268,818 

 
2. Ten largest exposures to a single issuer/borrower/investment. 
     Percentage  
    Description      of Total  
    of   Carrying   Admitted  
  Issuer   Exposure   Amount   Assets  
 

2.01 State of California  Bonds  $ 133,382  1.1% 
2.02 State of New York  Bonds   121,497  1.0% 
2.03 JPMorgan Chase & Co.  Bonds   116,258  0.9% 
2.04 Wells Fargo & Co  Bonds   113,991  0.9% 
2.05 City of New York, New York  Bonds   107,053  0.9% 
2.06 State of Texas  Bonds   105,060  0.9% 
2.07 Bank of America Corp  Bonds   104,785  0.9% 
2.08 Commonwealth of Pennsylvania  Bonds   97,339  0.8% 
2.09 HSBC Holdings PLC  Bonds   92,182  0.8% 
2.10 Citigroup Inc  Bonds   91,991  0.7% 

 
3. Amounts and percentages of the reporting entity’s total admitted assets held in bonds and preferred 

stocks by NAIC rating. 
     Percentage  
     of Total  
  Carrying   Admitted  
  Amount   Assets  
 

 Bonds: 
3.01 NAIC-1 $ 10,927,745  89.1% 
3.02 NAIC-2  880,565  7.2% 
3.03 NAIC-3  12,852  0.1% 
3.04 NAIC-4  -  0.0% 
3.05 NAIC-5  -  0.0% 
3.06 NAIC-6  35,226  0.3% 
 
 Preferred Stocks: 
3.07 P/RP-1  -  0.0% 
3.08 P/RP-2  -  0.0% 
3.09 P/RP-3  -  0.0% 
3.10 P/RP-4  -  0.0% 
3.11 P/RP-5  -  0.0% 
3.12 P/RP-6  -  0.0% 
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4. Assets held in foreign investments: 
 
4.01 Are assets held in foreign investments less than 2.5% of the reporting entity’s total admitted assets? 
 

Yes [ ] No [ X ] 
 
     Percentage  
     of Total  
  Carrying   Admitted  
  Amount   Assets  

4.02 Total admitted assets held in foreign investments  $ 792,204  6.5% 

4.03 Foreign currency-denominated investments  -  0.0% 

4.04 Insurance liabilities denominated in that same foreign currency  -  0.0% 
 

If response to 4.01 above is yes, responses are not required for interrogatories 5 - 10. 

 
5. Aggregate foreign investment exposure categorized by NAIC sovereign designation: 

 
     Percentage  
     of Total  
  Carrying   Admitted  
  Amount   Assets  
 

 5.01  Countries designated NAIC 1 $ 761,582  6.2% 
 5.02  Countries designated NAIC 2  11,882  0.1% 
 5.03  Countries designated NAIC-3 or below  18,740  0.2% 

 
6. Largest foreign investment exposures by country, categorized by the country’s NAIC sovereign 

designation: 
     Percentage  
     of Total  
  Carrying   Admitted  
  Amount   Assets  
 

 Countries designated NAIC 1: 
6.01 United Kingdom $ 148,022  1.2% 
6.02 Australia  134,404  1.1% 
  
 Countries designated NAIC 2: 
6.03 Mexico   9,881  0.1% 
6.04 Panama  2,001  0.0% 
  
 Countries designated NAIC 3 or below: 
6.05 Ukraine  11,149  0.1% 
6.06 Supranational  7,590  0.1% 

 
7. Aggregate unhedged foreign currency exposure: 

     Not applicable. 
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8. Aggregate unhedged foreign currency exposure categorized by NAIC sovereign designation: 

     Not applicable. 

 
9. Largest unhedged foreign currency exposures by country, categorized by the country’s NAIC 

sovereign designation: 

     Not applicable. 

 
10. Ten largest non-sovereign (i.e. non-governmental) foreign issues: 
     Percentage  
     of Total  
    NAIC   Carrying   Admitted  
  Issuer   Designation   Amount   Assets  
 

10.01 Shell International Finance BV  1  $ 75,300  0.6% 
10.02 Svenska Handelsbanken AB  1   65,938  0.5% 
10.03 Westpac Banking Corp  1   62,682  0.5% 
10.04 Credit Suisse AG/New York NY  1   45,902  0.4% 
10.05 BP Capital Markets PLC  1   43,248  0.4% 
10.06 Sumitomo Mitsui Banking Corp  1   37,951  0.3% 
10.07 BNP Paribas SA  1   36,291  0.3% 
10.08 HSBC Holdings PLC  1   33,839  0.3% 
10.09 Australia & New Zealand Banking Group Ltd/New York NY1   31,709  0.3% 
10.10 Statoil ASA  1   27,647  0.2% 

 
11. Amounts and percentages of the reporting entity’s total admitted assets held in Canadian 

investments and unhedged Canadian currency exposure: 
 
11.01 Are assets held in Canadian investments less than 2.5% of the reporting entity’s total admitted assets? 

Yes [ X ] No [ ] 
 
 If response to 11.01 is yes, detail is not required for the remainder of Interrogatory 11. 

 
12.  Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 

investments with contractual sales restrictions: 
 
12.01 Are assets held in investments with contractual sales restrictions less than 2.5% of the reporting entity’s 

total admitted assets? 
Yes [ X ] No [ ] 

 
 If response to 12.01 is yes, detail is not required for the remainder of Interrogatory 12. 

 
13.  Amounts and percentages of admitted assets held in the ten largest equity interests: 
 
13.01 Are assets held in equity interests less than 2.5% of the reporting entity’s total admitted assets? 
 

Yes [ X ] No [ ] 
 
 If response to 13.01 is yes, detail is not required for the remainder of Interrogatory 13. 
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14. Amounts and percentages of the reporting entity’s total admitted assets held in nonaffiliated 
privately placed equities: 

 
14.01 Are assets held in nonaffiliated, privately placed equities less than 2.5% of the reporting entity’s total 

admitted assets? 
Yes [ X ] No [ ] 

 
 If response to 14.01 above is yes, responses are not required for the remainder of Interrogatory 14. 

 
15. Amounts and percentages of the reporting entity’s total admitted assets held in general partnership 

interests:  
 
15.01 Are assets held in general partnership interests less than 2.5% of the reporting entity’s total admitted 

assets? 
Yes [ X ] No [ ] 

 
 If response to 15.01 above is yes, responses are not required for the remainder of Interrogatory 15. 

 
16. Amounts and percentages of the reporting entity’s total admitted assets held in mortgage loans: 
 
16.01 Are mortgage loans reported in Schedule B less 2.5% of the reporting entity’s total admitted assets? 
 

Yes [ X ] No [ ] 
 

If response to 16.01 above is yes, responses are not required for the remainder of Interrogatory 16 and 
Interrogatory 17. 

 
18.  Amounts and percentages of the reporting entity’s total admitted assets held in each of the five 

largest investments in real estate: 
 
18.01 Are assets held in real estate reported less than 2.5% of the reporting entity’s total admitted assets? 
 

Yes [ X ] No [ ] 
 
If response to 18.01 above is yes, responses are not required for the remainder of Interrogatory 18.  

 
19.  Report aggregate amounts and percentages of the reporting entity’s total admitted assets held in 

mezzanine real estate loans. 
 
19.01 Are assets held in investments held in mezzanine real estate loans less than 2.5% of the reporting entity’s 

admitted assets? 
 

Yes [ X ] No [ ] 
 

If response to 19.01 above is yes, responses are not required for the remainder of Interrogatory 19. 
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20.  Amounts and percentages of the reporting entity’s total admitted assets subject to the following 
types of agreements: 

         At End of Each Quarter  
   At Year End   1st Qtr.   2nd Qtr.   3rd Qtr.  
 
20.01 Securities lending 
  agreements (do not 
   include assets held as 
    collateral for such 
     transactions) $ -  0.0% $ - $ - $ - 
20.02 Repurchase agreements  -  0.0%  -  -  - 
20.03 Reverse repurchase 
  agreements  -  0.0%  -  -  - 
20.04 Dollar repurchase 
  agreements  -  0.0%  -  -  - 
20.05 Dollar reverse repurchase  
  agreements  -  0.0%  -  -  - 

 
21.  Amounts and percentages of the reporting entity’s total admitted assets for warrants not attached 

to other financial instruments, options, caps, and floors: 
 
   Owned   Written  
 
21.01 Hedging $ -  0.0% $ -  0.0% 
21.02 Income generation  -  0.0%  -  0.0% 
21.03 Other  -  0.0%  -  0.0% 

 
22. Amounts and percentages of the reporting entity’s total admitted assets of potential exposure for 

collars, swaps, and forwards: 
         At End of Each Quarter  
   At Year End   1st Qtr.   2nd Qtr.   3rd Qtr.  
 
22.01 Hedging $ -  0.0% $ - $ - $ - 
22.02 Income generation  -  0.0%  -  -  - 
22.03 Replications  -  0.0%  -  -  - 
22.04 Other  -  0.0%  -  -  - 

 
23. Amounts and percentages of the reporting entity’s total admitted assets of potential for future 

contracts: 
         At End of Each Quarter  
   At Year End   1st Qtr.   2nd Qtr.   3rd Qtr.  
 
23.01 Hedging $ -  0.0% $ - $ - $ - 
23.02 Income generation  -  0.0%  -  -  - 
23.03 Replications  -  0.0%  -  -  - 
23.04 Other  -  0.0%  -  -  - 
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