
STATE OF FLORIDA 

BEFORE THE OFFICE OF INSURANCE REGULATION 

 

FAIR INSURANCE RATES IN  

MONROE, INC. 

 

 Petitioner,  

 

v.          Case No. __________ 

 

OFFICE OF INSURANCE REGULATION, 

and CITIZENS PROPERTY INSURANCE  

CORPORATION 

 

 Respondents. 

_____________________________________/ 

 

PETITION FOR FORMAL ADMINISTRATIVE PROCEEDING 

COMES NOW, Petitioner, Fair Insurance Rates in Monroe, Inc., (“FIRM”) pursuant to 

Rule 28-106.210, Florida Administrative Code, and hereby files this Petition for Formal 

Administrative Hearing pursuant to sections 120.569 and 120.57(1), Florida Statutes, and states 

the following: 

AFFECTED AGENCY 

1. The affected agency is the Florida Office of Insurance Regulation (“OIR”), whose 

address for the purposes of this proceeding is that of its Agency Clerk which is located at 200 E. 

Gaines Street, Tallahassee, Florida 32399-4206. 

2. The agency’s files at issue relate to OIR orders issued in case numbers 195073-16, 

related to residential property rates, and 197820-16, related to commercial property rates, dated 

September 16, 2016, and September 30, 2016, respectively (collectively, the “Orders”). Copies of 

the Orders are attached as “Composite Exhibit A” to this Petition.  The records in case numbers 

195073-16 and 197820-16, as well as the records related to the rate filings referenced in the Orders 

are hereby incorporated by reference into this Petition. 
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THE PETITIONER 

3. The Petitioner is Fair Insurance Rates in Monroe, Inc. (“FIRM”).  For purposes of 

this proceeding, FIRM’s address is that of its attorneys: Oertel, Fernandez, Bryant & Atkinson, 

P.A., Kenneth G. Oertel, Esq., Timothy J. Perry, Esq. and Sidney C. Bigham, III, Esq., Post Office 

Box 1110, Tallahassee, Florida 32302, koertel@ohfc.com, tperry@ohfc.com, 

sbigham@ohfc.com, Telephone (850) 521-0700, and Facsimile (850) 521-0720. 

PETITIONER’S SUBSTANTIAL INTERESTS 

4. FIRM is a corporation organized under the laws of the State of Florida whose 

purpose is, among other things, to advocate for, promote, and encourage the promulgation of fair, 

impartial, and actuarially-sound windstorm insurance rates for owners of commercial and 

residential properties within the geographic boundaries of Monroe County, Fl orida.  A 

substantial number of FIRM’s members are Citizens policyholders in Monroe County.  FIRM and 

the policyholders it represents are aggrieved by the rating plan, rating system and related 

underwriting rules followed or adopted by Citizens and OIR in the Orders, which will negatively 

affect the rates that they pay for insurance from Citizens pursuant to the Orders.  As discussed 

further below, FIRM challenges these Orders as inconsistent with Chapter 627, Florida Statutes 

and associated rules. 

5. FIRM has standing to file this petition because: (1) a substantial number of its 

members are substantially affected by the Orders; (2) the subject matter of the proceeding is within 

FIRM’s general scope of interest and activity; and (3) the relief requested is of a type appropriate 

for FIRM to receive on behalf of its members.  See Florida Home Builders v. Dept. of Labor and 

Employment Security, 412 So. 2d 351 (Fla. 1982), and Farmworker Rights Organization, Inc. v. 

Dept. of Health and Rehabilitative Services, 417 So. 2d 753 (Fla. 1st DCA 1982). 
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RECEIPT OF AGENCY ACTION 

 

6. Petitioner received notice of the Orders in September 2016. 

7. The Orders do not contain language notifying FIRM of the right to request a hearing 

challenging the Orders, therefore this Petition is timely filed.  Henry v. State Dept. of Admin., Div. 

of Ret., 431 So. 2d 677, 680 (Fla. 1st DCA 1983)(“Notice of agency action which does not inform 

the affected party of his right to request a hearing, and the time limits for doing so, is inadequate 

to ‘trigger’ the commencement of the administrative process.”) 

8. In addition, FIRM filed a Complaint with OIR regarding the Orders on November 

17, 2016.  On January 30, 2017, OIR responded to that Complaint, a copy of which is attached as 

“Exhibit B.”  The letter states that a party wishing to submit written evidence or a written statement 

shall do so by Friday, February 10, 2017.  FIRM submits this Petition in response to the letter, 

raises disputed issues of material fact regarding the issues raised in the letter and requests a 

proceeding pursuant to Sections 120.569 and 120.57(1), Florida Statutes. 

DISPUTED ISSUES OF MATERIAL FACT1 

9. Whether the rates set forth in the Orders for Monroe County are actuarially sound 

as required by Section 627.351(6)(n)1, Florida Statutes.  Petitioner contends that they are not 

actuarially sound. 

10. Whether the rates set forth in the Orders for Monroe County are not excessive, 

inadequate, or unfairly discriminatory consistent with Sections 627.351(6)(n)1 and 627.062, 

Florida Statutes.  Petitioner contends that they are excessive, inadequate, or unfairly 

discriminatory. 

                                                 
1 Petitioner reserves the right to amend and supplement these disputed issues of material fact, as necessary. 
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11. Whether the rates set forth in the Orders for Monroe County are affordable 

consistent with Section 627.351(6)(a), Florida Statutes.  Petitioner contends that they are not 

affordable. 

12. Whether Citizens’ and OIR’s failure to consider affordability means the Orders 

should be denied.  Petitioner contends that the Orders should be denied on that basis. 

13. Whether Citizens and OIR properly considered the four models (AIR, EQE, RMS 

and the Florida Public Model) that Citizens used to develop the rates at issue in the Orders.  

Petitioner contends that they did not because greater effect was given to two of the models and 

Citizens and OIR failed to take into account any differences in the historical accuracy of the 

predicted losses of the various models. 

14. Whether Citizens and OIR gave proper weight to the RMS model in developing the 

rates at issue in the Orders for Monroe County. Petitioner contends they did not because Citizens 

and OIR gave greater weight to the EQE and Florida Public Models, which had higher average 

annual loss projections than the RMS model, and did not give proper weight to the demonstrable 

historical accuracy of the RMS model as applied to Monroe County and the logic behind its 

methodology in the context of the County’s geography, population density and coastal construction 

standards. 

15. Whether Citizens and OIR properly accounted for Monroe County’s unique 

geography in developing the rates at issue in the Orders for Monroe County.  Petitioner contends 

that Citizens and OIR failed to take into account the unique geography of Monroe County, which 

is a narrow ribbon of land that runs for 113 miles, unlike other more geographically compact 

counties, and also failed to account for the lower loss exposure risk for Monroe County as a result 

of its unique geography relative to other counties. 
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16. Whether Citizens and OIR properly accounted for Monroe County’s premiums 

versus its loss experience in developing the rates at issue in the Orders for Monroe County.  

Petitioner contends that Citizens and OIR failed to take into account Monroe County’s loss 

experience as Monroe County’s premium rate is $8.10 per $1,000 of exposure, the highest in the 

state, yet in the period 2004-15, Monroe County had $685.9 million in premiums in excess of 

claims and never, in any of those 12 years, filed claims that exceeded premiums. 

17. Whether Citizens and OIR properly applied overhead percentages in developing 

the rates at issue in the Orders for Monroe County.  Petitioner contends that Citizens and OIR 

improperly used a statewide fixed overhead percentage of 26.0% and variable overhead 

percentages of 13.8% for Monroe County, which placed a higher overhead dollar rate per thousand 

dollars of coverage on Monroe County policyholders than on those in any other county. 

18. Whether Citizen’s practice of assuming that models are 100% credible so long as 

at least 100 policies have been issued in a particular county is actuarially sound or causes rates to 

be excessive, inadequate, unfairly discriminatory, or not affordable.  Petitioner contends that this 

practice is not actuarially sound and causes rates to be excessive, inadequate, or unfairly 

discriminatory, and not affordable. 

19. Whether the filing of this Petition renders OIR’s orders regarding rates in Monroe 

County preliminary agency action, such that the rate increases may not be implemented until the 

entry of a final order in these proceedings.  Petitioner contends that the filing of this Petition 

renders OIR’s orders regarding rates in Monroe County preliminary agency action, such that the 

rate increases may not be implemented until the entry of a final order in these proceedings. 
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CONCISE STATEMENT OF ULTIMATE FACTS ALLEGED2 

20. On October 7, 2016, Petitioner sent a letter to Citizens requesting relief under 

section 627.371, Florida Statutes, a copy of which is attached as “Exhibit C” to this Petition.  On 

November 3, 2016, Citizen’s sent a response letter denying relief, a copy of which is attached as 

“Exhibit D” to this Petition.  Citizens’ response states, in part, that “[a]ffordability is not 

objectively defined in law or actuarial standards, and it is not appropriate for Citizens to consider 

factors not allowed by s. 627.062, F.S[.]”  Citizens admission that it does not consider affordability 

evidences that its rate-making procedures contravenes Florida law and is grounds, in itself, to 

reverse the Orders as they apply to Monroe County.  OIR’s failure to consider affordability is 

likewise grounds to deny the rate changes as they apply to Monroe County. 

21. Petitioner exchanged additional correspondence with Respondents, copies of which 

are attached as “Composite Exhibit E” to this Petition. 

22. Petitioner contend that the rates approved in the Orders for Monroe County are not 

actuarially sound, are excessive, inadequate, or unfairly discriminatory, and are not affordable.   

Should these rate increases stand, Monroe County will experience cumulative windstorm rate 

increases of over 220% in the period 2010-2017 while the median income in the County has 

increased by only 31% over that same period.  The average rate for $1,000 of coverage will 

increase to approximately $8.90, more than $1.40 higher than the rates paid in any other coastal 

county.  Average premiums will have increased by approximately $280 a year to $3,350.  Such 

premium costs are not affordable.  The increase will be the highest in the state.  Despite similar 

values of insured structures, the average premium in Monroe County will be $300/year higher than 

in Miami-Dade County and $900/year higher than Broward County.   

                                                 
2 Petitioner reserves the right to amend and supplement these facts, as necessary. 
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23. Petitioner contends that Citizens and OIR gave greater weight to two of the models 

and Citizens and OIR failed to take into account any differences in the historical accuracy of the 

predicted losses of the various models.  The four models (AIR, EQE, RMS and the Florida Public 

Model) that Citizens used to develop the rates at issue in the Orders generated four different 

projected average annual residential windstorm Losses (“AAL”) for Monroe County, ranging 

widely from $22.5 million on the lower end to $51.2 million on the higher end.  This is the broadest 

range of modeled differences for any county in the state.  Citizens and OIR’s rationale for the 

selection of the chosen rates amounts to a random choice, which is not actuarially sound and results 

in excessive and discriminatory rates for Monroe County. Given the broad range of modeled losses 

this simplistic “statistical” approach has, on a dollar basis, an extreme and unique impact on FIRM, 

its members, and all Monroe County policyholders.  It also fails to take into account any 

differences in the historical accuracy of the predicted losses of the various models.  As a result, 

Petitioner contends that the rates approved in the Orders for Monroe County are not actuarially 

sound, are excessive, inadequate, or unfairly discriminatory, and are not affordable. 

24. Of the four models used by Citizens, only the Risk Management Solutions (“RMS”) 

model places emphasis on analyzing separate areas within .5 miles of the coast.  This is of 

particular importance in the Florida Keys, where much of the County’s population resides within 

0.5 miles of the coast and where that particular geographic zone is subject to more stringent 

construction standards.  RMS model runs conducted by FIRM yielded an AAL of $19.2 million in 

the present case (Citizens’ RMS model runs yielded an AAL of $21.5 million).  Despite the 

demonstrable historical accuracy of the RMS model as applied to Monroe County and the logic 

behind its methodology in the context of the County’s geography, population density and coastal 

construction standards, Citizens gave “greatest consideration” to the EQE model, which yielded a 
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$40.3 million AAL, and the Florida Public model, which yielded a $30.1 million AAL, in setting 

the Rates at Issue.  These models inflate the AAL by approximately $11 million to $21 million. In 

addition, Petitioner contends that the rates are set using models tested for accuracy against actual 

losses at a statewide level, but that are being employed at far more discrete geographic level to set 

localized rates.  As a result, Petitioner contends that the rates approved in the Orders for Monroe 

County are not actuarially sound, are excessive, inadequate, or unfairly discriminatory, and are not 

affordable. 

25. Petitioner contends that Citizens and OIR failed to take into account the unique 

geography of Monroe County, which is a narrow ribbon of land that runs for 113 miles, unlike 

other more geographically compact counties, and also failed to account for the lower loss exposure 

risk for Monroe County as a result of its unique geography relative to other counties. Monroe 

County’s length and consequential exposure dispersal makes it highly unlikely (nearly impossible) 

that any single event could have a significant impact on the entire county.  As a result, Petitioner 

contends that the rates approved in the Orders for Monroe County are not actuarially sound, are 

excessive, inadequate, or unfairly discriminatory, and are not affordable. 

26. In the period 2004-15, Monroe County paid $769.3 million in Citizens’ premiums 

and filed only $83.4 million in claims.  This is a remarkable $685.9 million in premiums in excess 

of claims.  Monroe County, never, in any of those 12 years filed claims that exceeded premiums, 

even in the storm years of 2004 and 2005.  Monroe County’s claim to premium ratio over those 

12 years is .11 as compared to a statewide ratio of .64.  Yet, Monroe County’s premium rate is 

$8.10 per $1,000 of exposure, the highest in the state and 175% of the median coastal rate.  

Therefore, Petitioner contends that the rates approved in the Orders for Monroe County are not 

actuarially sound, are excessive, inadequate, or unfairly discriminatory, and are not affordable. 
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27. Citizens’ 2017 rates were developed using statewide fixed overhead percentages of 

26.0% and variable overhead percentages of 13.8%.  With the highest dollar per thousand 

premiums in the state, the application of this approach places a higher overhead dollar rate per 

thousand dollars of coverage on Monroe County policyholders than on those in any other county.  

The method is simplistic and arbitrary in that it bears no relation to actual overhead cost drivers 

originating in Monroe.   There are many actual overhead cost drivers measurable by county such 

as number of claims filed per $1,000 of coverage, or litigation rates per $1,000 of coverage, or 

premium to claims ratios that could be used to generate accurate county overhead rates, all of 

which would yield rate reductions for Monroe County. Monroe County has not contributed in any 

way to the recent issues with water losses, sinkholes and assignment of benefits seen in other 

counties. Yet its citizens, including FIRM and its members, have had to absorb some of the costs 

associated with those losses in the form of unallocated loss adjustment expenses.  The extra 

overhead cost burden associated with problematic claims should be borne by the counties that 

generate them.  Citizens’ failure to equitably allocate the costs associated with those 

geographically unique issues means that the rates approved in the Orders for Monroe County are 

not actuarially sound, are excessive, inadequate, or unfairly discriminatory, and are not affordable. 

28. Citizen’s practice of assuming that models are 100% credible so long as at least 100 

policies have been issued in a particular county is not actuarially sound and causes rates to be 

excessive, inadequate, unfairly discriminatory, or not affordable.  Petitioner contends that this 

practice uses too small of a sample size and overstates the credibility of the models in setting rates. 
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STATUTES AND RULES THAT REQUIRE REVERSAL3 

29. The applicable statutes and rules that require reversal are: 

a. Chapter 627, Florida Statutes and rules adopted pursuant thereto; 

b. Chapter 120, Florida Statutes; and 

c. The statutes and rules more specifically cited elsewhere in this Petition. 

DEMAND FOR RELIEF 

30. Petitioner requests the following relief regarding this Petition: 

a. That this Petition be referred to the Division of Administrative Hearings for 

assignment of an independent Administrative Law Judge to conduct a formal 

administrative hearing under sections 120.569 and 120.57(1), Florida Statutes, and Chapter 

28-106, F.A.C., on the issues raised herein; 

b. That following a formal administrative hearing, the Administrative Law 

Judge enter a Recommended Order recommending that Citizens and OIR recalculate the 

Monroe County rates giving greatest consideration to the RMS Model’s average annual 

residential windstorm losses projection, adequately account for Monroe County’s 

geography and consequential risk dispersal, adequately account for premium versus loss 

experience, adjust its overhead application, and implement new rates for Monroe County 

in accordance with the results; and  

c. Any such other relief as is just and proper, including attorney’s fees, costs 

and expenses. 

                                                 
3 Petitioner reserves the right to amend and supplement these statutes and rules, as necessary. 
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Respectfully submitted this 31st day of January, 2017. 

/s/ Sidney C. Bigham, III          

KENNETH G. OERTEL 

Florida Bar No. 128808 

TIMOTHY J. PERRY 

Florida Bar No. 0496391 

SIDNEY C. BIGHAM III 

Florida Bar No. 076409 

OERTEL, FERNANDEZ, BRYANT &  

      ATKINSON, P.A. 

P. O. Box 1110 

Tallahassee, Florida 32302-1110 

Telephone: (850) 521-0700 

Telecopier: (850) 521-0720 

koertel@ohfc.com 

tperry@ohfc.com 

sbigham@ohfc.com 

 

Attorneys for Petitioner, Fair Insurance Rates 

in Monroe, Inc. 

 

CERTIFICATE OF SERVICE 

 

 I HEREBY CERTIFY that the foregoing has been filed on this 31st day of January, 2017, 

with Anoush Arakalian Brangaccio, Florida Office of Insurance Regulation Agency Clerk, 200 E. 

Gaines Street, Tallahassee, Florida 32399-4206; and a copy has been furnished to: 

Mr. Barry Gilway, President 

Citizens Property Insurance Corporation  

2312 Killearn Center Blvd., Building A 

Tallahassee, Florida 32309 

E-mail: barry.gilway@citizensfla.com 

 

/s/ Sidney C. Bigham, III          

Attorney 


