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Sunny Side Up for Florida
Property Insurers

Allison Weisnicht, CFA | Senior Portfolio Manager & Principal

The sun is shining in the homeowners insurance market in the Sunshine State after a tumultuous few
years. On the heels of major CAT events, such as hurricanes Irma (2017) and lan (2022), losses from
assignment of benefit (AOB) claims, rampant litigation, and ever-rising reinsurance costs, Florida property
writers struggled to stay afloat. Many private writers became insolvent, leading to a significant increase

in policies assumed by Citizens Property Insurance, Florida’s insurer of last resort. As new start-ups enter
the private market, a much-needed Citizens depopulation is on-going and the storm clouds appear to have
cleared in the Florida property market.

Citizens Property Insurance, a nonprofit, state-backed entity was formed in 2002 to provide insurance

to Florida property owners unable to obtain coverage in the private market. Citizens was established as
the insurer of last resort to provide limited coverage at a much higher rate than the private market. Rates
in the private market have spiked precipitously in order for companies to maintain solvency as a result of
rising inflation, and therefore, higher replacement costs, assignment of benefit (AOB) claims and litigation,
and rising reinsurance costs. By Florida statute, Citizens is limited to a 15% annual increase in rates, well
below the rates offered in the private market over the last few years, leaving Florida homeowners turning
to the insurer of last resort for primary coverage. Citizens policy counts have increased exponentially

as nine private insurers became insolvent between 2021-2023. Higher reinsurance costs, assignment

of benefit (AOB) related claims and excessive litigation, driven by false roofing claims, are the primary
culprits for the failures. Larger, national carriers also left the state as a result. Citizens policy count stood
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at 1,213,495 at the end of the second quarter of 2024, relative to 427,397 at year end 2018 (Exhibit

1).

Citizens is now the largest home insurer in the state of Florida. Problematically, many policies are

geographically located in the highly populated, volatile Tri-County area including Miami-Dade, Broward,
and Palm Beach (Exhibit 2). If, and potentially when, a major storm makes landfall in or near the Tri-
County area, policyholders and Florida taxpayers will be assessed heavily to finance the losses.

Exhibit 1
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Inforce Total Inforce
Policy % of Total
County Insured Value Premium
e e (in Millions) (in Millions)
Brevard 53,197 4% $23,755 $148
Broward 145,941 12% $56,663 $635
Hillsborough 62,107 5% $25,903 $153
Lee 35,085 3% $14,521 $101
Miami-Dade 205,317 17% $85,751 $959
Orange 44,508 4% $17.798 $99
Palm Beach 115,566 10% $54,790 $561
Pinellas 115,899 10% $52,104 $332
Sarasota 32,791 3% $17,844 $110
Volusia 32,396 3% $14,673 $80
All Other 370,688 31% $156,576 $1,059
Total 1,213,495 100% $520,378 $4,237 . ;
Notes:
1) Total d Value for includes C ges A B, C and D, except for DP-1/MDP-1/MD-1 policies, which include Coverages A and C
only. All commercial policy forms include aQ ge, other © ge and i personal property

2) Excludes takeout policies
3) For commercial policies with in
Insured Value is reported al the risk level.

policy count and premium are assigned based on the location of the first risk listed on the policy. Total

Source: Citizens Property Insurance Corporation, June 2024
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In an effort to support the market and expand insurance options outside of Citizens, Senate Bill 2-A (SB
2-A) was passed in December of 2022. SB 2-A banned assignment of benefit (AOB) claims on future
policies and repealed one-way attorney fees, a major cost to Florida property writers. As a result of the
legislative changes, optimism is abound and litigation is down pointedly in 2024 relative to the period
prior to SB 2-A's passage in 2022 (Exhibit 3). The private market posted positive net income in 2023

as companies turned profitable in the relatively loss-free year (Exhibit 4). Nine new start-up property
insurers have entered the market and an essential depopulation of Citizens policies followed, known as
take-outs to private insurers. Depopulation is the term used to describe the reduction in the number
of Citizens policies to encourage private insurers to boost their book of business in the state, either as
established insurers or new entrants. The take-outs are an attempt to mitigate the state’s risk and is

a net positive for the state of Florida. In 2023, 270,751 policies were removed from Citizens, with an
additional 132,445 through the second quarter of 2024 (Exhibit 5). In the final three months of 2024, an
additional 377k policies are to be assumed by private insurers (Exhibit 6). More importantly, Citizen’s
market share of the volatile Tri-County area reduced to 38% from around 50% of all policies.

Exhibit 3
Litigated AOB Claim Count Comparison (thru 8/31/2024)
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Exhibit 4
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Exhibit 5
2023 Depopulation Results*
Policies Policies
sted Policyholder As g
Assumption Active OIR Req By Choice Aaenatt 106 m‘:’:‘ mmm Assumption  Exposure
Date Carriers  Approved' Carrirs? m fassinan within 0%-20% Rate* Removed®
CPIC premium higher than CPIC
June 20 1 46,218 18,760 18,760 17,239 10,050 6,989 92% $7.48
August 22 2 26,000 28,826 27,689 8,836 1,868 3,306 32% $4.38
October 17 5 184,000 363,168 311,310 99,773 19,138 66,831 32% $45.48
November 21 7 202,399 210,001 179,747 92,886 U 50,729 52% $33.718
December 19 7 168,000 103,209 86,620 52,017 16,620 32,255 $2058

*4,573 policies were assumed in the April Assumption. The April assumption was not impacted by the 20% Eligibility Rule. Total number of assumed policies
for 2023 is 275,324 and total assumption rate for 2023 is 42% with $113,375,478,857 Exposure Removed.

2024 Completed Depopulations

Requosted Policyholder Assumed Assumed
Anumplhn Active OIR By Choice Assumed Premium Premium Assumption Exposure
Carriers  Approved' o Letters 4 Less Than 0%-20% Higher Rate® Removed®
Mailed® Citizens Premium Than Citizens
January 23 7 200,000 159,121 126,479 76,316 19,084 51,641 60% $339B
February 20 4 39,000 29,230 27,652 15,7113 4871 10,302 57% $66B
February 27 (CL) 1 850 437 437 kvl 309 1 73% $3.38
March 19 5 59,498 30473 27,879 22,209 5,357 16,440 80% $10.78B
April 23 (CL) 1 400 246 246 150 148 2 61% $1.1B
May 21 3 54,386 35,350 34,760 17.610 5,545 9,386 51% 8B
June 25 (CL) 1 300 170 170 126 17 T4% $1.2B

-mmmmmm

QIR approval is maximum number of policies permitted to be assumed by carriers. 2Sum of all policies requested by carriers, including duplicate offers from
multiple carriers. *Total letters mailed, one (1) per policy. Multiple offers may bcooniainnd In nslngln mailing. ‘Pnlici“ assumed by carriers on Assumption
Date. *Quotient of ‘A d’ divided by ‘Policyholder Choice Letters Mailed’ for P P *Exp d as of A ption Date,
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Removed 2011 2012 2013 | 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Policies 53,577 | 277002 | 365,767 | 416623 272785 88,000 34,008 17,905 10084 | 7463 2814 16408 275324 132445
Exposure (in milicns) | $14,474 | $75927 $112,265 $117,530 | $64,830 $23363 §7435 $4308| $2181| $2497 | $1027 | $7,174 $113375 $64,853

Source: Citizens Property Insurance Corporation, June 2024

An additional bright spot on the horizon is the revival of the reinsurance market. Reinsurance rates
peaked in 2023 after CAT losses from Hurricane lan, as well as losses from AOB-related claims and
litigation. Prior to 2024, double digit increases in the prior three renewal periods had priced-out

many Florida property writers and reinsurers fled the state. Those who remained in the Florida
market significantly decreased capacity. Today, reinsurers seem to value the SB 2-A reform, CAT-free
2023, and higher primary rates as evidenced by a resurgence in the number of reinsurers bringing
expanded capacity to the state. Despite two recent hurricanes, Helene and Milton, reinsurance pricing
is expected to be generally flat for 2025 renewals. Projections show the majority of savings will come
from the middle and top layers, with a potential increase in the bottom layers more heavily impacted
by inflation and smaller CAT events.

All signs point to a bright market in Florida after years that left a trail of destruction. New entrants
will bring competition back to the market, Citizens should see its policy count decline as depopulation
continues, legislative reforms should continue to limit litigation, and increased capacity within the
reinsurance market should provide a backstop to future loss years. As the book closes on the 2024
hurricane season, the sun is shining bright once again on the insurance market in the Sunshine State.
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Allison Weisnicht, CFA is a Principal and Senior Portfolio Manager at AAM with 15 years of investment
experience. Allison is responsible for constructing portfolios based on client-specific objectives,
constraints, and risk preferences. She is also responsible for communicating market developments and
portfolio updates to clients. Allison’s previous roles at AAM include Investment Operations Specialist and
Assistant Portfolio Manager. In addition, she is a CFA Charterholder. Allison earned a BS in Finance and
Business Administration from John Carroll University.

Disclaimer: Asset Allocation & Management Company, LLC (AAM) is an investment adviser registered with the Securities and Exchange
Commission, specializing in fixed-income asset management services for insurance companies. Registration does not imply a certain
level of skill or training. This information was developed using publicly available information, internally developed data and outside
sources believed to be reliable. While all reasonable care has been taken to ensure that the facts stated and the opinions given are
accurate, complete and reasonable, liability is expressly disclaimed by AAM and any affiliates (collectively known as “AAM’), and their
representative officers and employees. Any views or opinions expressed are subject to change without notice, should not be construed
as investment advice and should be considered only as part of a diversified portfolio. Any opinions and/or recommendations expressed
are subject to change without notice and should be considered only as part of a diversified portfolio. Any opinions and statements
contained herein of financial market trends based on market conditions constitute our judgment. This material may contain projections
or other forward-looking statements regarding future events, targets or expectations, and is only current as of the date indicated. There
is no assurance that such events or targets will be achieved, and may be significantly different than that discussed here. The information
presented, including any statements concerning financial market trends, is based on current market conditions, which will fluctuate

and may be superseded by subsequent market events or for other reasons. Although the assumptions underlying the forward-looking
statements that may be contained herein are believed to be reasonable they can be affected by inaccurate assumptions or by known

or unknown risks and uncertainties. AAM assumes no duty to provide updates to any analysis contained herein. A complete list of
investment recommendations made during the past year is available upon request. Past performance is not an indication of future
returns. This information is distributed to recipients including AAM, any of which may have acted on the basis of the information, or may
have an ownership interest in securities to which the information relates. It may also be distributed to clients of AAM, as well as to other
recipients with whom no such client relationship exists. Providing this information does not, in and of itself, constitute a recommendation
by AAM, nor does it imply that the purchase or sale of any security is suitable for the recipient. Investing in the bond market is subject to
certain risks including market, interest-rate, issuer, credit, inflation, liquidity, valuation, volatility, prepayment and extension. No part of
this material may be reproduced in any form, or referred to in any other publication, without express written permission. Opinions and
statements of financial market trends that are based on market conditions constitute our judgment and are subject to change without
notice. Historic market trends are not reliable indicators of actual future market behavior. This material may contain projections or other
forward-looking statements regarding future events, targets or expectations, and is only current as of the date indicated. There is no
assurance that such events or targets will be achieved, and may be significantly different than that shown here. Diversification does not
assure a profit or protect against loss.



