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Communication with Those Charged with Governance 

May 29, 2018 

Audit Committee 
Citizens Property Insurance Corporation 
Tallahassee, Florida 

We have audited the financial statements prepared in accordance with accounting principles generally 
accepted in the United States of America (GAAP financial statements) and the financial statements 
prepared in accordance with statutory accounting principles prescribed or permitted by the Florida 
Department of Financial Services, Office of Insurance Regulation (statutory-basis financial statements) 
(collectively, Financial Statements) of Citizens Property Insurance Corporation (Citizens) as of and for the 
year ended December 31, 2017, and have issued our reports thereon dated May 29, 2018. Professional 
standards require that we provide you with information about our responsibilities in accordance with auditing 
standards generally accepted in the United States of America and the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General of the United States 
of America, as well as certain information related to the planned scope and timing of our audit. We have 
communicated such information in our letter to you dated November 21, 2017. Professional standards also 
require that we communicate to you the following information related to our audits. 

Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of appropriate accounting policies. The significant 
accounting policies used by Citizens are described in Note 2 and Note 3 to the GAAP and Statutory-basis 
Financial Statements, respectively. 

Related to Citizens’ Statutory-basis and GAAP financial statements, on January 1, 2017, Citizens elected 
to change its reporting for return premiums payable. $2,661,000 has been reclassified out of premiums 
receivable and is now stated on its own line item. A $2,568,000 reclassification has been made to the prior 
period amount to conform to the current period presentation. These reclassifications did not have a material 
impact on previously reported amounts. Beyond this change in accounting policy above, no new accounting 
policies were adopted which were material to Citizens and the application of existing policies was not 
changed during 2017 for the GAAP financial statements and statutory-basis financial statements. 

No matters have come to our attention that would require us, under professional standards, to inform you 
about (1) the methods used to account for significant unusual transactions and (2) the effect of significant 
accounting policies in controversial or emerging areas for which there is a lack of authoritative guidance or 
consensus. 

Accounting estimates are an integral part of the Financial Statements prepared by management, and are 
based on management’s knowledge and experience about past and current events, and assumptions about 
future events. Certain accounting estimates are particularly sensitive because of their significance to the 
Financial Statements and because of the possibility that future events affecting them may differ significantly 
from those expected. Certain financial statement disclosures are particularly sensitive because of their 
significance to financial statement users. The most sensitive estimates and disclosures affecting the 
Financial Statements were:
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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 (IBNR), using 
Citizens’ loss experience and industry statistics. While the ultimate amount of losses and LAE incurred is 
dependent on future development, in Citizens’ 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. 

We evaluated the key factors and assumptions used to develop the liability for losses and LAE in 
determining that it is reasonable in relation to the Financial Statements taken as a whole. Specifically, we 
obtained an understanding of the Citizens’ financial reporting process and the internal control with respect 
to the claims reserving process and development of IBNR. We tested the accuracy and completeness of 
the claims data used in the development of the reserve. Additionally, we performed other substantive 
procedures to test the appropriateness of reserves including reviewing a sample of case reserve files, 
testing a sample of closed and re-opened claims, and performing a subsequent look-back analysis on 
claims paid through issuance. Further we engaged an independent actuary to perform an independent 
review of Citizens’ opining actuary’s analysis in order to ascertain the reasonableness of the assumptions 
and methodologies employed.  We concluded that the reserves for losses and LAE as of December 31, 
2017 are fairly stated in all material respects to the Financial Statements taken as a whole. 

The relevant disclosures regarding loss and LAE reserves can be found in Note 2 (Summary of Significant 
Accounting Policies), Note 5 (Liability for Loss Reserves and Loss Adjustment Expense Reserves), and 
Note 6 (Reinsurance Agreements) to the GAAP financial statements and in Note 3 (Significant Accounting 
Policies), Note 6 (Liability for Loss Reserves and Loss Adjustment Expense Reserves), and Note 7 
(Reinsurance Agreements) to the statutory-basis financial statements 

Bonds  
Long-term investments in the GAAP financial statements consist solely of debt securities issued by 
municipal bodies, U.S. Treasury, U.S. government agencies, asset-backed securities, and corporate bonds 
with an original maturity greater than twelve months at the time of acquisition. Within the GAAP financial 
statements such investments are recorded at fair value, which is generally based on independent quoted 
market prices. If quoted market prices are not available, broker quotes or an estimation of the current 
liquidation values is determined through a collaborative process among various pricing experts and sources 
in the marketplace. Changes in fair value are reflected as a component of net investment income. 
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Within the statutory-basis financial statements, 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. 

When, in the opinion of management, a decline in the estimated fair value of an investment is considered 
to be other-than-temporary, the investment is written down to its estimated fair value or for certain securities, 
its expected undiscounted cash flows. The determination of an other than temporary decline in estimated 
fair value includes, in addition to other relevant factors, consideration of the nature of the investments, the 
severity of the impairments, including the number of securities impaired, and the duration of the impairment. 

We evaluated the key factors and assumptions used by management, including testing the fair value of the 
securities through an independent pricing source from that used by management, in determining that the 
fair value and other-than-temporary impairment charges recorded by management are reasonable in 
relation to the Financial Statements taken as a whole. 

The relevant disclosures regarding loss and LAE reserves can be found in Note 2 (Summary of Significant 
Accounting Policies) and Note 4 (Investments) to the GAAP financial statements and in Note 3 (Significant 
Accounting Policies), Note 4 (Fair Value Measurements), and Note 5 (Investments) to the statutory-basis 
financial statements 

Difficulties Encountered in Performing the Audit 
We encountered no significant difficulties in dealing with management in performing and completing our 
audits. 

Corrected and Uncorrected Misstatements 
Professional standards require us to accumulate all misstatements identified during the audits, other than 
those that are trivial, and communicate them to the appropriate level of management. There were no 
corrected or uncorrected misstatements detected as a result of audit procedures. In addition, there were 
no omitted disclosures material to the Financial Statements taken as a whole. 

Disagreements with Management 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant 
to the GAAP financial statements and statutory-basis financial statements or the auditors’ reports. We are 
pleased to report that no such disagreements arose during the course of our audits. 

Management Representations 
We have requested certain representations from management that are included in the management 
representation letter included in Appendix A and Appendix B. 
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Management Consultations with Other Accountants 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application 
of an accounting principle to the Financial Statements or a determination of the type of auditors’ opinions 
that may be expressed on the Financial Statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our knowledge, 
there were no such consultations with other accountants. 

Other Significant Matters, Findings, or Issues 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management. However, these discussions occurred in the normal course of our 
professional relationship and our responses were not a condition to our retention as auditors. 

This communication is intended solely for the information and use of the Audit Committee, Board of 
Governors, and management of Citizens, and is not intended to be, and should not be, used by anyone 
other than these specified parties. 

Sincerely, 

 
Charlotte, North Carolina
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Communication of Internal Control Related Matters 

May 29, 2018 

Audit Committee 
Citizens Property Insurance Corporation 
Tallahassee, Florida  

In planning and performing our audit of the statutory-basis financial statements of Citizens Property 
Insurance Corporation (Citizens) as of and for the year ended December 31, 2017, in accordance with 
auditing standards generally accepted in the United States of America, we considered its internal control 
over financial reporting (internal control) as a basis for designing auditing procedures that are appropriate 
in the circumstances for the purpose of expressing our opinion on the statutory-basis financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of Citizens' internal control. 
Accordingly, we do not express an opinion on the effectiveness of Citizens’ internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of Citizens’ 
statutory-basis financial statements will not be prevented or detected and corrected on a timely basis.  

Our consideration of internal control was for the limited purpose described in the first paragraph and was 
not designed to identify all deficiencies in internal control that might be material weaknesses. Given these 
limitations, during our audit we did not identify any deficiencies in internal control that we consider material 
weaknesses. However, material weaknesses may exist that were not identified.  

This communication is intended solely for the information and use of the Audit Committee, Board of 
Governors and management of Citizens, and for filing with state regulators and is not intended to be and 
should not be used by anyone other than these specified parties. 

 
Charlotte, North Carolina 
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Independent Auditor’s Report On Internal Control Over Financial 
Reporting And On Compliance And Other Matters Based On An 
Audit Of Financial Statements Performed In Accordance With 
Government Auditing Standards 

May 29, 2018 

Audit Committee of 
Citizens Property Insurance Corporation 
Tallahassee, Florida 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of Citizens Property 
Insurance Corporation (Citizens), which comprise the statement of net position as of December 31, 2017, 
and the related statement of revenue, expenses and changes in net positon, and cash flows for the year 
ended and the related notes to the financial statements, which collectively comprise the Citizens’ basic 
financial statements, and have issued our report thereon dated May 29, 2018.  

Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered Citizens’ internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose 
of expressing an opinion on the effectiveness of the Citizens’ internal control. Accordingly, we do not 
express an opinion on the effectiveness of the Citizens’ internal control 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected on a timely basis. A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or, significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified.  
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Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Citizens’ financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the 
determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 

Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
Charlotte, North Carolina 
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Appendix A 
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Appendix B 
Management Representation Letter – Generally Accepted 

Accounting Principles 
























