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Mission Statement
Since 1985
Demotech, Inc. will become the leading
provider of innovative solutions to
financial analysis issues by focusing our
resources
on
niches
presenting
opportunity for corporate growth.

2

Demotech Corporate Overview


1985






Incorporated by Joseph L. Petrelli and Sharon M. Romano Petrelli as a
financial analysis and actuarial services company to serve the needs of the
P&C and Title insurance sectors.

1989


The first company to have its Property and Casualty insurance company
rating process formally reviewed and accepted by Federal National
Mortgage Association (Fannie Mae).



The first company to review and rate independent regional and specialty
insurance companies.

1990


The first company to have its Property and Casualty insurance company
rating process formally reviewed and accepted by Federal Home Loan
Mortgage Corporation (Freddie Mac).
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Demotech Corporate Overview (cont.)


1992




1993




First company to have its Property and Casualty insurance company rating
process formally reviewed and accepted by the United States Department of
Housing and Urban Development (HUD) for the assignment of FSRs to
general liability insurers.

1994




The first company to review and rate every Title underwriter operating in
the United States.

Fannie Mae issued Title underwriting guidelines naming Demotech as an
approved Title underwriter rating service.

1996


In conjunction with the Conference of Consulting Actuaries, conducted the
first seminar to familiarize P&C actuaries with the Title insurance industry
and the Title underwriter statement of actuarial opinion.
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Demotech Corporate Overview (cont.)


2003




2004




Auto-Owners Insurance Group made umbrella insurance available to
insurers earning an FSR of A or better.

Published Serious about Solvency – Financial Stability Rating® Survival
Rates 1989 through 2004.

2005


Demotech’s review and analysis process was reviewed and approved by
HUD for professional liability insurance under Notice H04-15, Professional
Liability Insurance for Section 232 and 223(f) programs.
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Demotech Corporate Overview (cont.)


2007


Demotech introduced its Company Classification System:


Nationals.



Near Nationals.



Super Regionals.



Regionals.



State Specialists.



Coverage Specialists.



Risk Retention Groups (Coverage Specialists by Statute).



Strategic Subsidiaries.



Surplus Lines Carriers.



Reinsurers.



Carriers with less than $1,000,000 of direct premium written.
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Demotech Corporate Overview (cont.)




2008


Insolvency Gap Legal Defense Policy was introduced and financially
underwritten by Demotech, Inc.



Updated Serious About Solvency through December 31, 2008.

2009




Insolvency Gap Indemnity Policy was introduced.

2011


Achieved the milestone of more than 350 insurance entities being actively
reviewed, rated and followed.



Florida State University issues "A Comprehensive Analysis of Insurer
Financial Strength Ratings" comparing and contrasting Demotech to
Moody's, Standard & Poor's, A. M. Best and Fitch after its analysis of
thousands of insurer ratings.
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Demotech Corporate Overview (cont.)


2012




Financial Stability Ratings® added to SNL Financial’s site, www.snl.com.

2013


A leading insurance agent's errors and omissions insurance carrier retains
Demotech to perform financial due diligence on the carriers that will
receive an extension of insolvency coverage.



Introduced Stakeholder Team Accomplishment Recognition™ award to
identify Property and Casualty insurers that were able to successfully
address the diverse needs of all corporate stakeholders.



Achieved the milestone of more than 400 insurance entities being actively
reviewed, rated and followed.
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Demotech Corporate Overview (cont.)


2014


Fannie Mae MultiFamily accepts captive insurers and risk retention groups
rated A or better by Demotech as regards professional and general liability
insurance coverage for senior care facilities.



Additional insurance agent’s errors and omissions insurance carriers revise
their coverage related to insolvency of insurers to include Demotech, Inc.



Nominated for Intelligent Insurer’s Global Awards for ‘Best Rating Agency’.



Winner of ACQ5 Award for US – Niche Financial Analysis Provider –
Insurance.
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Demotech Corporate Overview (cont.)


2015


Excellence in Financial Analysis – USA from Corporate Live Wire’s
Innovation & Excellence Awards 2015.



Founder’s Award from the Florida Association for Insurance Reform.



Reactions Magazine – Rating Agency of the Year – 2015 – Runner Up.



Celebrated 30th anniversary.



Introduced The Demotech Difference.
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Demotech Corporate Overview (cont.)


2016


Financial Stability Ratings® of S or better accepted by a major underwriter
of insurance agents’ Errors and Omissions insurance.



Held Insurance Summit 2016 at The Wild Dunes in South Carolina.



Released a series of seminars related to understanding the statutory
property and casualty annual statement (https://youtu.be/Y9EBBglHNIQ).



Approved as a provider of insurance agent continuing education in Ohio.
Ohio State Treasurer Josh Mandel was a guest lecturer at our initial session.



ACQ Global Awards 2016 – US – Niche Financial Analysis Provider of the
Year (Insurance). (3rd consecutive year).



ACQ Global Awards 2016 – US – Gamechanger of the Year (Financial
Analysis). (2nd consecutive year).
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Joseph L. Petrelli, ACAS, ASA, MAAA, FCA (MBA)
President
Mr. Petrelli began his insurance career in 1969 as a work study student at the
College of Insurance, working for the predecessor organization to ISO. Since that
date, he has acquired progressively responsible Property and Casualty (P&C)
actuarial and financial analysis experience. He has experience with loss and loss
adjustment expense reserve evaluation, product development, and pricing for all
P&C and Title insurance products as well as expertise with loss cost filings and
Financial Stability Ratings® (FSRs).

He has been actively engaged in the Title insurance industry since 1985. Prior to
founding Demotech, Inc. he was employed by a large national P&C insurer, a
regional property and casualty insurer and Insurance Services Office.
He is a Member in good standing of the Casualty Actuarial Society, American
Academy of Actuaries, Society of Actuaries, and the Conference of Consulting
Actuaries. Mr. Petrelli has a Bachelors of Actuarial Science from The College of
Insurance (St. John’s University) and an MBA from The Ohio State University.
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Sharon M. Romano Petrelli, CPCU, AIAF, CCP, ARC
Vice President and Co-founder
Ms. Romano began her insurance career in 1981. Since that date, she has
acquired progressively responsible Property and Casualty insurance experience
including loss cost filings, product development and pricing, Financial Stability
Ratings® (FSRs) and Title insurance product development and pricing. Ms.
Romano is a co-founder of Demotech, Inc.
She has served as a state filings specialist and controller of three title insurance
rating organizations representing Ohio, Louisiana and Indiana. Her tenure
exceeds ten years for two of the organizations. The third, Indiana, is a
development stage organization. She also coordinates Demotech’s independent
audits and serves as its CFO.
She has been a member of the Chartered Property Casualty Underwriters Society
Board of Governors (CPCU). In addition to the CPCU designation, she has earned
the Associate in Insurance Accounting and Finance, Certified Compliance
Professional and Associate in Regulatory Compliance. She is a graduate of
Columbus State Community College.
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Barry J. Koestler II, CFA
Chief Ratings Officer
Mr. Koestler began his insurance career in 1994. Since that date, he has acquired
progressively responsible Property and Casualty actuarial and financial analysis
experience. He has worked extensively on loss and loss adjustment expense
reserve evaluations, product development, and pricing assignments in the
Property and Casualty as well as Title insurance sectors. Mr. Koestler
coordinates the development and assignment of Financial Stability Ratings®
(FSRs) on behalf of Demotech, Inc.

Mr. Koestler has earned the Chartered Financial Analyst (CFA) designation. As a
member of the CFA Institute, he is committed to maintaining the professional
skills and ethics that contribute to stronger and more ethical global markets.
Mr. Koestler has a Bachelor of Science in Actuarial Science and Mathematics and
a Bachelor of Science in Business Administration, Finance and Risk Management
and Insurance from The Ohio State University.
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Robert M. Warren, CPA, CPCU
Client Services Manager
Mr. Warren began his insurance career in 1977. Since that date, he has acquired
experience through increasingly responsible positions in finance and accounting
within the Property and Casualty insurance industry. His senior management
experience includes operational and administrative management with a proven
record of success in designing, developing and implementing successful
strategies for profitable growth while maintaining balance sheet integrity.
Mr. Warren also has relevant experience in corporate governance, information
processing system implementation, financial analysis, and mergers. Other areas
of expertise include asset and cash management, the evaluation and purchase of
appropriate reinsurance, loss and loss adjustment expense reserve evaluation,
product development and pricing, budgeting and expense variance analysis.
Mr. Warren is a Chartered Property Casualty Underwriter and a non-practicing
Certified Public Accountant (CPA). He holds a Bachelor of Science, Accounting
and Business Administration, from Franklin University.
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Our Primary Analysts


Average Number of Years of Insurance Experience:

35



Average Number of Years at Demotech, Inc.:

25*

*Incorporated in 1985, the maximum tenure is 31 years.
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Hurricane Andrew was a 1 in 40-year event. In total, 22
insurers were liquidated by Tom Gallagher and that
number includes only the Florida domiciled insurers that
failed!



None of those carriers were reviewed or rated by
Demotech.
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Diversified and Specialized Insurers by Company Count
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Two formal data calls are performed each season - a data
call for the proposed program prior to placement and a
final data call after placement of the program.
The data calls focus on modeling results as well as
quality of data, program structure, first and multiple
event coverage, retentions, reinstatement, geographic
concentrations of risk, and participation in public funds.
Included in the data calls are modeling results under
various parameters as well as Average Annual Loss
(AAL), Occurrence Exceedance Probability (OEP),
Aggregate Exceedance Probability (AEP), and Tail Value
at Risk (TVAR).
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Demotech collects and reviews information on all
participating reinsurers including carrier captives,
catastrophe
bonds,
and
other
non-traditional
catastrophe reinsurance alternatives.
The data call process includes interviews with senior
management focusing on geographic concentrations of
risk and how the company’s respective CAT reinsurance
program addresses geographic concentrations of risk.
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Demotech requires a first event minimum catastrophe
cover to a 100 year event with demand surge and
secondary uncertainty as well as a second event cover to
a 50 year event following a first event at the 100 year
return period based on modeling information received in
the data call.
Management is required to provide positive
confirmation that the formal CAT Response Plan
provided remains in place, is updated for any changes to
third party providers, and periodically tested to ensure
functionality.
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Demotech discusses a Company’s disaster recovery plan.
Quarterly monitoring of Financial Statements.
To the best of our knowledge, no Demotech rated
company has ever failed the OIR’s catastrophe stress test
analysis.
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Results of The Florida State University Study:
"A Comprehensive Analysis of
Insurer Financial Strength Ratings"
In February 2011, Florida State University’s College of Business Risk
Management and Insurance undertook an independent study comparing
Demotech FSRs with insurer ratings issued by A. M. Best, Standard and Poor’s,
Moody’s and Fitch.
The study reviewed thousands of insurer ratings issued over a nine year period.
The results were released in A Comprehensive Examination of Insurer Financial
Strength Ratings. The authors concluded that:
1. Demotech serves the need of another unique group of insurers, namely those
that are geographically focused.
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Results of "A Comprehensive Analysis of
Insurer Financial Strength Ratings" (con’t)
2. Comparisons of Demotech ratings to other agencies show relative consistency in
the factors that drive Demotech ratings compared to agencies such as A. M.
Best, Moody’s, Standard and Poor’s, and Fitch.
3. There is also general consistency in the firms that each agency would
categorize as financially secure.

4. These results have important public policy implications for insurers, regulators
and consumers as they work to better understand the ratings process. Of
particular importance to most is the comparability of Demotech ratings to
other agencies.
5. Given that lenders often have requirements related to the use of rated insurers
and some states require ratings to operate in a state, the results suggest that
Demotech serves an important service within the ratings community and plays
a very important role in the insurance market.
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Florida Client Companies
Catastrophe Reinsurance Programs – Limits Comparison Aggregate
(000’s)

2017-2018 Season
2016-2017 Season
2015-2016 Season
2014-2015 Season
2013-2014 Season

Surplus
$3,930,428
$3,808,719
$3,634,470
$3,692,470
$2,881,355

1st Event
Limit
$31,097,063
$27,271,359
$25,019,064
$21,605,755
$16,421,713

100 YR
Return
$20,339,203
$20,618,880
$19,541,959
$17,053,995
$14,379,003

1st Event
Limit to
100 YR
152.89%
132.26%
128.03%
126.69%
114.21%
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Florida Client Companies
Catastrophe Reinsurance Programs – Limits Comparison Aggregate
(000’s)

2017-2018 Season
2016-2017 Season
2015-2016 Season
2014-2015 Season
2013-2014 Season

Surplus
$3,930,428
$3,808,719
$3,634,470
$3,692,470
$2,881,355

2nd Event
Limit
$16,333,283
$16,139,145
$15,900,407
$13,070,611
$9,645,674

2nd Event
Limit to
100 YR
80.30%
78.27%
81.37%
76.64%
67.08%
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Questions?
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