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October 7, 2016 

 

VIA HAND-DELIVERY & E-MAIL 

Mr. Barry Gilway, President 

E-mail: barry.gilway@citizensfla.com 

Citizens Property Insurance Corporation  

2312 Killearn Center Blvd., Building A 

Tallahassee, Florida 32309 

 

Dear Mr. Gilway: 

  

Fair Insurance Rates in Monroe, Inc., as authorized representative of its members and the 

policyholders Citizens Property Insurance Corporation (Citizens) in Monroe County, including but 

not limited to those named below (jointly and severally, FIRM), requests relief from Citizens under 

subsection 627.371(1), Florida Statutes.  FIRM and the policyholders it represents are aggrieved 

by the rating plan, rating system and related underwriting rules followed or adopted in by Citizens 

and the Florida Office of Insurance Regulation (OIR), that lead to the orders issued by OIR in case 

numbers 195073-16 and 197820-16, dated September 16, 2016, and September 30, 2016, 

respectively (collectively, the Orders). The individuals and businesses listed below are similarly 

affected and are also parties to this request and have authorized firm to act on their behalf. 

 

Copies of the Orders are attached as “Composite Exhibit A” to this request.  The remainder of this 

request references the Monroe County Citizens policy insurance rate increases reflected in the 

Orders as the “Rates at Issue.” 

 

For the reasons described below (among others), FIRM asserts that the Rates at Issue are excessive, 

unfairly discriminatory, are not actuarially sound, and violate both the spirit and substance of 

chapter 627, Florida Statutes, the stated purpose of which is to provide affordable property 

insurance and orderly insurance markets.  FIRM also asserts that OIR acted in violation of Florida 

law, including but not limited to chapters 120 and 627, Florida Statutes, in issuing the Orders 

which adopted the Rates at Issue.   

 

FIRM specifically requests that Citizens 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 
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account for premium versus loss experience, adjust its overhead application, and propose new rates 

for Monroe County to OIR in accordance with the results.   

 

Alternatively, FIRM requests that, at a minimum, Citizens suspend the effective date of the Rates 

at Issue, pending final agency action by OIR after the completion of the review by the Florida 

Commission on Hurricane Loss Projection Methodology (Commission), completion of the study 

and review by Citizens, and subsequent submissions to, and determinations by, OIR as described 

in the Orders, including any further submissions that OIR may require from Citizens.   

 

For each of the following reasons, the Rates at Issue are excessive, unfairly discriminatory and not 

actuarially sound, and Citizens should grant FIRM the requested relief. 

 

 Drastic Differences in Predicted Losses between the Four  Models Used to Determine 

Rates Demonstrate that the Rates are Excessive, Unfairly Discriminatory and Not 

Actuarially Sound 

 

The four models (AIR, EQE, RMS and the Florida Public Model) that Citizens used to develop 

the Rates at Issue 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. 

 

“When determining the selected statewide indication, greatest consideration was given to 

the two ‘middle’ models. This statistically sound approach minimized the effect of 

outliers.” Citizens 2017 Rate Filing Executive Summary. 

 
This 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, the Rates at Issue are excessive, unfairly discriminatory and not 

actuarially sound.  OIR essentially recognized as much in ordering Citizens and the Commission 

to conduct further studies and reviews. 

 
 Failure of the Models with High AALs to Adequately Account for Stronger Coastal 

Construction Standards  

 
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 .5 miles of the coast 

and that area is subject to more stringent construction standards. 

 

The RMS North Atlantic Hurricane Models Methodology Version 15.0 document describes why it 

analyzes separate areas within .5 miles of the coast: 
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The expected performance of the insured building stock during a hurricane depends on a 

number of region-specific factors including: 

 

o Construction quality 

o Quality of local building codes, and the degree to which they are enforced 

o Code-stipulated design wind speeds for the area 

o Observed performance of the building stock in past hurricane events 
 

The document goes on to describe how these factors are reflected in the model through 

vulnerability regions: 

 

The U.S. and Canada Hurricane Model reflects the impact of the aforementioned factors 

through vulnerability regions, that reference different sets of vulnerability functions when 

computing the expected damages to buildings and their contents. 

 

For example, Risk Link 15.0 divides Florida into six vulnerability regions.  

 

Region 1 covers the inland areas of the four southernmost counties, 

Region 2 covers the inland areas of central Florida, 

Region 3 covers inland areas of northern Florida, and  

Regions 1C, 2C, and 3C cover locations within 0.5 miles of the coast in southern, central, 

and northern Florida respectively.  

 

This subdivision of the state reflects that: 

 

o Buildings located in southern Florida are designed for higher wind speeds compared to 

other areas of the state 

o Northern Florida is designed for the lowest wind speeds in the state 

o Trends seen in claims data show that the hurricane performance of buildings located 

within 0.5 miles of the coast is superior to that observed at locations further inland. 

 

The RMS modeling approach has yielded extremely accurate projected versus actual losses for 

recent South Florida windstorm events (see chart on following page). 
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The 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 $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.   

 
 Failure to Adequately Account for Monroe County’s Geography and Consequential Risk 

Dispersal 

 

Monroe County is a narrow ribbon of land that runs for 113 miles along US1. While it has the 

second highest property exposure value of the counties in Citizens’ coastal portfolio, its length and 

consequential exposure dispersal makes it highly unlikely (nearly impossible) that any single event 

could have a significant impact on the entire county.  At the August 2016 OIR Rate Hearing, 

Citizens’ Chief Risk Officer, John Rollins, acknowledged the effect of Monroe County’s 

geography and consequential exposure dispersal, testifying that:  

 

“There are unique factors that we don’t think apply to other counties in the State that are 

exacerbated…When you look at the geography of Monroe and the concentration and 

distribution of the risk, you have Key Largo and Key West which are the 2 main population 

centers, apologies to anyone here from Marathon and Tavernier who are here 

today.  Population centers in Monroe County that are well over 100 miles apart in the same 

county.  If you start digging into those models and looking into storm tracks you see storm 

tracks that could devastate Key West and leave Key Largo untouched and vice versa.  That is 

not the case in any other county in Florida.” 
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Citizens’ rate setting methodology scales risk with exposure, generating higher rates for counties 

with higher exposure. 

 

 
 

Breaking Monroe County into more discrete geographies reflecting realistic storm damage-zone 

diameters would appropriately yield lower risk and lower rates.  Consequently, the Rates at Issue 

are excessive, unfairly discriminatory and not actuarially sound. 

 
 Failure to Adequately Account for Premium versus Loss Experience 

 

In the period 2004 -2015 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 
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$1,000 of exposure, the highest in the state and 175% of the median coastal rate. This further 

demonstrates that the Rates at Issue are excessive, unfairly discriminatory and not actuarially 

sound. 

 

 Simplistic and Discriminatory Overhead Application 

 

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 makes the Rates at 

Issue excessive, unfairly discriminatory and not actuarially sound. 

 

 Ignoring the Enabling Legislation’s Affordability Requirements   

 
The Challenged Rates violate the spirit and substance of the applicable enabling legislation, which 

states: 

The public purpose of this subsection is to ensure that there is an orderly market for property 

insurance for residents and businesses of this state. 

1. The Legislature finds that private insurers are unwilling or unable to provide 

affordable property insurance coverage in this state to the extent sought and needed. The 

absence of affordable property insurance threatens the public health, safety, and welfare 

and likewise threatens the economic health of the state. The state therefore has a compelling 

public interest and a public purpose to assist in assuring that property in the state is insured 

and that it is insured at affordable rates so as to facilitate the remediation, reconstruction, 

and replacement of damaged or destroyed property in order to reduce or avoid the negative 

effects otherwise resulting to the public health, safety, and welfare, to the economy of the 

state, and to the revenues of the state and local governments which are needed to provide 

for the public welfare. It is necessary, therefore, to provide affordable property insurance 

to applicants who are in good faith entitled to procure insurance through the voluntary 
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market but are unable to do so. The Legislature intends, therefore, that affordable property 

insurance be provided and that it continue to be provided, as long as necessary, through 

Citizens Property Insurance Corporation, a government entity that is an integral part of the 

state, and that is not a private insurance company. To that end, the corporation shall strive 

to increase the availability of affordable property insurance in this state, while achieving 

efficiencies and economies, and while providing service to policyholders, applicants, and 

agents which is no less than the quality generally provided in the voluntary market, for the 

achievement of the foregoing public purposes. 
 

§ 627.351(6)(a), Fla. Stat. (emphasis added). 

 

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 31%.  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 and $900/year 

higher than Broward.   

 

The legislation cited above identifies the lack of a private insurance market with affordable rates 

as the reason for Citizens’ existence.  In the President’s report this year, Mr. Gilway estimated that 

despite an aggressive depopulation effort by Citizens only 5% of Citizens’ policies in Monroe 

County will be able to be placed in the private market.   

 

At the OIR rate hearing held on August 18th, 2016, Citizens’ Chief Risk Officer, John Rollins 

testified that there was significant uncertainty in the models for Monroe County.  He further 

suggested that it was perhaps appropriate to break the county into smaller exposure zones, and in 

a previous meeting with FIRM had indicated that Citizens would not object to a rate increase delay.  

It is time to put those suggestions in place and seriously address the other points brought forward 

in this letter.  We respectfully request that you rescind the 2017 rate increases for Monroe County 

and adopt the improved rate setting methodologies outlined in this letter. 

 

Under subsection 627.371(1), Florida Statutes, Citizens has 30 days to grant the relief that FIRM 

requests in this letter.  If Citizens rejects this request, FIRM reserves its right to pursue any and all 

available legal remedies.  It is our sincere hope that Citizens can reach a mutually acceptable 

resolution of this matter with FIRM, thereby avoiding unnecessary, time-consuming, and 

potentially expensive legal proceedings.  Mr. Gilway and Citizens’ leadership team, on behalf of 

the FIRM’s membership and all the Citizens policy holders in Monroe County, we urge you to 

reconsider the proposed rate increases and to grant the relief requested in this letter. 
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Please contact the undersigned should you wish to meet to discuss our concerns and possibilities 

for resolving this matter without formal proceedings. 

 

Sincerely, 

 
Mel Montagne, President 

Fair Insurance Rates in Monroe 

As authorized representative of: 

 

Ray & Linda Kauffman, Key West, 

Charles Walker, Key West 

Richard Banko, Key Largo 

John & Bernadine Cooper, Islamorada 

Judith Wert, Key West 

Sergio Rodriguez, Marathon 

April Tracy, Key Colony Beach 

Michael Welber, Marathon 

Chris Stone, Key West 

Michael Maurer, Big Pine Key 

Joe Walsh, Managing Member, Duval & Caroline LLC & President, 37 Court Investments, Inc., 

Key West 

Peter Rysman, Broker, Last Key Realty, Inc., Key West 
 

ec: 
 

David Altmaier, Commissioner 

Florida Office of Insurance Regulation 

E-mail: david.altmaier@floir.com 
 

Anoush Arakalian Brangaccio, General Counsel 

Florida Office of Insurance Regulation  

E-mail: anoush.brangaccio@floir.com 
 

John Rollins, Citizens Property Insurance Corp., Chief Risk Officer 

E-mail: john.rollins@citizensfla.com 
 

Sha’Ron James, Insurance Consumer Advocate 

E-mail:sha’ron.james@myfloridacfo.com 

 

cc: 
 

VIA HAND-DELIVERY 

Agency Clerk Legal Services Office  

Florida Office of Insurance Regulation 

200 E. Gaines Street  
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Room 612L Tallahassee, FL 32399-4206 

 

VIA US MAIL 
Mr. Barry Gilway, President 

Citizens Property Insurance Corp. 

301 West Bay St. Ste. 1300 

Jacksonville, FL 32202 

 

Mr. Christopher B. Gardner, CEO  

HUB International Florida 

1560 Orange Ave. Ste. 750 

Winter Park, FL 32789 

 

Mr. Don Glisson, Jr., CEO 

Triad Financial Services, Inc. 

4336 Pablo Oaks Court 

Jacksonville, FL 32224 

 

Rep. Gary Aubuchon, President 

Aubuchon Homes 

4707 SE 9th Place 

Cape Coral, FL 33904 

 

Ms. Bette Brown, Chief Credit Officer 

Community Bank of Florida 

28801 SW 157th Ave. 

Homestead, FL 33033 

 

Mr. Juan Cocuy, Partner 

Templeton & Co. 

222 Lakeview Ave. Ste. 1200 

West Palm Beach, FL 33401 

 

Mr. Freddie Schinz, President 

Tiforp Development Corp. 

543 Harbor Blvd. #301 

Destin, FL 32541 

 

Mr. James Holton, President 

Holton Companies 

9800 4th St. N 

St. Petersburg, FL 33702 

 

Mr. Jim Henderson, CEO 

AssuredPartners 

200 Colonial Center Pkwy. 
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Ste. 140 

Lake Mary, FL 32746 


