\(CITIZENS

PROPERTY INSURANCE CORPORATION

Office of the Internal Auditor Charter

MISSION

The mission of the Citizens Property Insurance Corporation (Citizens) Office of the Internal
Auditor (OIA) is to provide independent, objective assurance and consulting services
designed to add value and improve Citizens’” operations. OIA helps Citizens accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control, and governance processes.

INDEPENDENCE AND OBJECTIVITY

The OIA will remain free from interference by any element of Citizens, including matters of
audit selection, scope, procedures, frequency, timing, or report content to permit an
appropriate attitude of independence and objectivity in performing their work. The Chief
of Internal Audit is appointed by the Board, reports to and is under the general supervision
of the Board, and is not subject to supervision by any Citizens employee.

Internal Auditors will have no direct operational responsibility or authority over any of the
activities audited. Accordingly, they will not implement internal controls, develop
procedures, install systems, prepare records, or engage in any other activity that may impair
the internal auditor’s judgment.

Internal auditors shall exhibit the highest level of professional objectivity in gathering,
evaluating, and communicating information about the activity or process being examined
and shall have an impartial, unbiased attitude and avoid conflicts of interest. The Chief of
Internal Audit will report administratively to the Chief Executive Officer and functionally
to the Audit Committee of the Board of Governors.

SCOPE OF WORK

The scope of work of the OIA is to determine whether Citizens’ network of risk
management, control, and governance processes, as designed and represented by
management, is adequate and functioning in a manner to ensure that:

o Risks are appropriately identified and managed.

o Interaction with various governance groups occurs as needed.

o Significant financial, managerial, and operating information is accurate, reliable,
exhaustive, traceable and timely.
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Citizens’ management and staff are in compliance with policies, standards, procedures,
Code of Conduct and applicable laws and regulations.

Resources are acquired economically, used efficiently, and adequately protected.
Programs, plans, and objectives are achieved.

Operational and functional processes are mastered to serve the strategic, operational
and financial objectives of Citizens.

Quality and continuous improvement are fostered in Citizens’ control processes.

Significant legislative or regulatory issues impacting Citizens are recognized and
addressed properly.

The scope of intervention of Internal Audit extends to the whole of Citizens and covers all
administrative, accounting, financial, functional or operational processes. Opportunities for
improving management control, processes efficiency, and Citizens image may be identified
during audits. They will be communicated to the appropriate level of management.

AUTHORITY
The Chief of Internal Audit and the Internal Audit staff are authorized to:

Have unrestricted access to all Citizens activities, records, property, and personnel. The
documents and information entrusted to Internal Audit will be handled with the
required level of integrity.

Have full and free access to the Audit Committee (Committee).

Allocate resources, set frequencies, select subjects, determine scopes of work, and apply
the techniques required to accomplish audit objectives.

Obtain the necessary assistance of personnel in units of the organization where they
perform audits, as well as other specialized services from within or outside the

organization.

The OIA is not authorized to:

Perform any operational duties for the organization.

Initiate or approve accounting transactions external to the internal audit function.
Direct the activities of any Citizens employee not employed by the OIA, except to the
extent such employees have been appropriately assigned to auditing teams or to
otherwise assist the internal auditors.

RESPONSIBILITY

The OIA is an integral part of the organization and is established within Citizens, under
Section 627.351(6)(i), Florida Statutes (2009), to provide a central point for coordination of
and responsibility for activities that promote accountability, integrity, and efficiency to the
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policyholders and to the taxpayers of this state. The OIA is accountable to the Board of

Governors (Board) and, as delegated by the Board, to the Committee. In accordance with
Florida Statutes, it is the duty and responsibility of the OIA to:

Provide direction for, supervise, conduct, and coordinate audits, investigations, and
management reviews relating to Citizens’ programs and operations.

Conduct, supervise, or coordinate other activities carried out or financed by Citizens for
the purpose of promoting efficiency in the administration of, or preventing and
detecting fraud, abuse, and mismanagement in, its programs and operations.

Submit final audit reports, reviews, investigative reports, and annual reports to the
Board, the Executive Director, the members of the Financial Services Commission, the
President of the Senate, and the Speaker of the House of Representatives.

Keep the Board informed concerning fraud, abuses, and internal control deficiencies
relating to programs and operations administered or financed by Citizens, recommend
corrective action, and report on the progress made in implementing corrective action.
Cooperate and coordinate activities with the corporation’s inspector general.

Prepare an annual report, on or before February 15, evaluating the effectiveness of
Citizens” internal controls and providing recommendations for corrective action, if
necessary, and summarizing the audits, reviews, and investigations conducted by the
office during the preceding fiscal year.

In addition, the OIA will:

Develop a flexible annual audit plan (Plan) using appropriate risk-based methodology,
including any risks or control concerns identified by management, and submit that Plan
to the Committee for review and approval.

Implement the annual Plan, as approved, including, and as appropriate, any special
tasks or projects requested by management and the Committee or the Board.

Keep the Committee informed of emerging trends and successful practices in internal
auditing.

Identify and consider the expectations of senior management, the board, and other
stakeholders for internal audit opinions and other conclusions.

Issue periodic reports to the Committee and management on whether:

o Actual audit activity has met the objectives set by the Plan.

o Appropriate action has been taken on material and significant audit findings,
including appropriate follow-up.

o There is any unwarranted restriction on the staffing and authority of the OIA or on
access by internal auditors to all Citizens activities, records, property and
personnel.

Maintain a professional audit staff with sufficient knowledge, skills, experience, and
professional certifications to meet the requirements of this Charter.
Monitor and evaluate Citizens governance processes.
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» Evaluate the quality of performance of external auditors and the degree of coordination
with OIA.

o Coordinate with and provide guidance to other control and monitoring functions
(external audit, enterprise risk management, information technology security, legal,
ethics and compliance).

o DPerform consulting services, beyond Internal Audit’s assurance services, to assist
management in meeting its objectives. Examples may include facilitation, process
design, training, and advisory services.

e Develop a comprehensive proactive forensic audit program to systemically assess
Citizens’ exposure to the risk for fraud, abuse and mismanagement and assess the
strength of its governance and control infrastructure to manage and mitigate the risk.

» Establish a quality assurance program by which the Chief of Internal Audit ensures the
operation of internal auditing activities.

PERIODIC ASSESSMENT

The Chief of Internal Audit should periodically assess whether the purpose, authority, and
responsibility, as defined in this charter, continue to be adequate to enable the internal
auditing activity to accomplish its objectives. Additionally a qualified independent reviewer
from outside of the organization must conduct an external assessment of the program at
least once every five years. The results of these periodic assessments must be communicated
to senior management and the Board of Directors.

PROFESSIONALISM

The Office of Internal Audit will govern itself by adherence to the Institute of Internal
Auditors mandatory guidance, including the Definition of Internal Auditing, the
International Standards for the Professional Practice of Internal Auditing and the Code of Ethics.
The internal audit department will also adhere to the Citizens relevant policies and
procedures including the Citizens Internal Audit Policy and The OIA Procedures Manual.
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