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OFFICE OF INSURANCE REGULATION

KEVIN M. MCCARTY
COMMISSIONER
IN THE MATTER OF: CASE NO.! 130508-13-CO
UNIVERSAL PROPERTY-& CASUALTY
INSURANCE COMPANY
/
CONSENT ORDER

THIS CAUSE caime on for consideration before the STATE OF FLORIDA, OFFICE OF
INSURANCE REGULATION, (hereinaftor 1'efel_'t'ed to as the “OFFICE"), as the vesult of a
matket conduct examih&_tio_n,of Universal Property and Casualty Insurance Company, (hereinafter
réferred to as “UPCIC"), pursuant to Section _624.3-161, Flotida Statutes. After a complete review
of'the.ant_,i_rc lr'ecord, and upon consideration thereof, and being fully advised in the premises, the
OFFICE, finds as follows:

1, The OFFICE has Jurisdiction over the subjeot malter and parties hetein,

2. UPCIC is a Florida domestic property and casually ihsurance company licensed
ot Degember 31, 1997, to transact insurance businesé in the State of Flovida.

3 UPCIC is 100% owned by Universal Insutance Holdings Company of Florida,
which is 100% owned by Universal lnsurance Holdings, Inc., (hereinafter refetred to as “UIHY),

“4. The market conduot examination was conducted beginning on Aptil 11, 2011,
'f‘he initlal scope poriod was from Januavy 1, 2009, through May 31, 2011, Subsequent to
meetings with the 00|'l1pany and Its representatives, the scope perlod of the exam ws extonded

through May 2013 to enable 4 review of more owrront information, The exam reviewed UPCIC's




pmctices._' regarding, but not limited to, claims handling, complaint handling, rate filings, financial
transactions, and underwriting,

| 5. During the initial scope period Bradley 1. Meier was the Chief Executive Officer,
President, and Divector of UIH, Mr. Meier was also the President, Chief Executive Officer and
Director of UPCIC. During the same time period Sean P, Downes was the Senior Vice President,
Chief Operating Officer, and Director of UIH. Mr. Downes was also the Chisf Opstating Officer
mlduDir.ector of UPCIC. .

6. On February 7, 2013, Sean Downes, UPCIC's Chief Operating Officer, notified the
OFFICE that effective February 22, 2013, Bradley Meler was resigning from his positions as
Piesident and Chief Exeautive Officer of UPCIC, as well as resigning from his ditestor positioﬁ
with UIH and ali of Its subsidiaries. Mr, Meier has been retalned and will be compensated by
UPCIC in an adviser capacity under a “Founder and Adviser Agreement” effective February 22,
2013, Tﬁe terms of the agreement indicate that Mr., Meler shall continue as an employee of UPCIC
as Founder and Adviser to the successor Chiof Executive Officer, the Board, and any committee of
the Board, The term of the agreement is through December 31, 2015, unfess lerminated earlier.

7. - The successor President and Chief Executive Officer is Sean Downes, George
DéHeei vas the Chief Financial Officer, but as of October 1, 2013, the new Chief Financial Officer
will be Frank Wilcox. Jon Springer is the new Chief Operating Officer. Stephen Donaghy wili
fungtion as the Chief Administialive Officer, The heads of operation areas such as underwriling and
clatms will remain the same.

8. UPCIC has experienced significant growth since 2004 holding nearly 543,000 in-
fotce policies at year-end 2012, UPCIC has grown into the second largest Floiida homeowners

propetty insurer in the state.




9. The OFFICE issued a Target Matket Conduct Final Examination Report (hereinafier
_t'gfe'rrcd to as the “Report™) on May 30, 2013, detailing the findings of its examination. UPCJC
responded that it does not agree with certain (indings of the examination, While some of the issues
faised e;ither during or subsequent to the examination have besn resolved or resulted in
modifications to the company’s operations, some issues still remain outstanding and are thys
addressed here.

10,  The OFFICE and UPCIC, in order to avoid the uncertainties and expense of ga
prolonged litigation agree fo the sottloment terms set forth in this Consent Order which relate to and

resolve the issues addressed in the OFFICE's Order filed on May 30, 2013, _
Cialins Review

1., Prompt Payment of Claims -- UPCIC shal! not 1'e§11i1'e separate Proof of Loss
statements for ¢lgims that include multiple payments (not including supplemental payments) whéﬂ
the amourit of known exposures has already been determined by UPCIC’s adjusters. The company
may lssue chec,lk's payable to both the insured and the confractor as is common industey practice,
[Section 626,954 1(1)(i)3.c., Flovida Statutes). |

12.  Cancellation and Nonrenewal Review — UPCIC shall comply with Rule 690-
167.001, Fiorida Administrative Code, which requires uncarned premium to be mailed within
fifteen (15) working days afer the effective date of cancellation.’

13,  UPCIC shall comply with Rule 690-167.010, Florida Administrative Code, Whlcl;
xe.quii'es', among other things, that proof of ﬁot’ice of cancellation or non-venewal provided by mafl

shall include the riame of the insured, the polioy number and the date mailsd,?

U Pwenty-six (26) exceptions were noted due to faiture to timely refund uncarned premium, This
is a repeat violation of the 2005 market conduct examination.
*'This is & repeat violation of the 2005 market condugt examination,
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14, UPCIC shall comply with the cancellation and nontenewal provisions of Sections
627.4133(1)(b)2. and 627.4091(2), Flovida Statutes, including but not limited to citing specific and
valid reasons to support oancellation or nonrenewal when the polioy has been in effect for 1}1010--than
ninety (90) days and providing timely notice of policy nonvenewal.®

15, Post-Claim Underwriting - The cuivent company practice iegarding policies
cancelled ab initio, which was implemented subsequent to the exam, is to perfornt background
investigations and verification of all application statements in one out of every six applicatiotls
received, UPCIC :'epl'es;enls that background hvestigations and verifications are performed on all
clatms, The company has stated that it refies on the aceuracy and truth in the application regarding
the ab initio cancellations and if it had known of the material misstatements initially, it would not
have issued the polioy.

16,  UPCIC’s policy provided to insureds states that if a material misstatement is
‘uncovered, the policy (If in-forcs 90 or more days) may be cancelled. Pursuant to Section
627.4133(2)(b), Ftoﬁda Statutes, if ca_ncélled, the insured must be notified in writing at least 100
days before the cancellation date takes offect.’ If the cancellation occuts between June [ and
November 30, the company is required to give the insured 100 days wiitten notice ot wiltten notice

by June 1, whichever is earlier.®

3 Nme (9) exceptions were noted due fo use of an invalid reason for cancellation. ‘This is a repeat
violation of the 2005-market conduct examination, Three (3) exceptions were noted due to
failure to provide a specifio reason for canceliation or nonrenewal, This is g repeat violation of
the 2005 market conduct-eXamination, Two (2) exceptions wete noted due to failure to provide
tnuely notice of policy nonrenewal,

1 UPCIC’s underwr iting mle 4.D.2.b.(1) states that 100-day notice shall bo given where there is a
matel ial misstatement or mlsrepxe%entatlon

> Sestion 1 and 11 - Conditions 2.4.(3) found in UPCIC 23 02 12 statos UPCIC provides no
coverage for loss if oiié or more Insureds has made material false statements velating to this
insurance whether before or after a loss, The “note” to UPCIC's underwriting rule 2 also states
that under Section 627,409, Flovida Statutes, any misrepresentation of matetial fact, omission, or
incorrect statement on the application may prevent recovery under the polioy.
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17, The OFFICE determined that of the policies reviewed, 262 cancellalions of policies
ih-f‘_orcé moto than 90 days ecoutred between Maréh 10, 2010 and May 19, 2011, without giving the
" required 100-day notice, The OFFICE finds this to be a viotation of Sections 627.4133 snd 627:409,
El_'qrid_a‘ Statutes. UPCIC disagrees that Section 627.4133, Floridé Statutes, applies in these
circt;mstances. However, as of and following the date of this Consent' Order, UPCIC shall comﬂete
is ‘rev‘i.ew' of ainy oredit reports, public records, -or public informatién within 90 days after the
effective date of the policy. After such 90 day period, UPCIC may not cancel or rescind the policy
or deny coverage for a olaim based on a n1isétate1ne|1t or omission in the application regarding the
fnsured’s oredit' history which UPCIC could have reasonably discovered by a review of the
ingured’s eredit report.

18,  The OFFICHE veviewed an additional 29 claims and cancellations ab initio and
deternmined that 19 of those instances involved policies in effect more than 90 days for which a 100-
-dﬁy notice of cancellation was not granted. As of and following the date of this Consent Order,
"UPCIC shall complete its underwriting review within 90 days after the effective date of the policy
and shall comply with its filed and approved underwriting rules and guidelines as deseribed in
Footnotes 4 and 5,

19.  UPCIC shall with regard to the 262 cancellations listed hereinabove conduct a
review of each of those cancellations and report to the OFFICE within sixty (60) klays of the
execution of this Cc;nsent Orvder:

A, What the misstatement or misrepresentation was;
b, What type of claim it was;

e The date of the claim;

d. The inception date of the policy;

¢ Which frue facfs, had they been known fo the inswrer
pursuant to a policy requirement ot other fequireient,
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the insurer jn good faith would not have issued the policy

or contract, would not have issued it at the same premium

rate, would not have Issued a policy or contract in as

large an amount, or would not have provided coverage with

respect to the hazard resulting in the loss,

f. -~ How the alleged misstatement ol misrepresentation

increased the hazatd by any means within the control of

the insured, '
The OFFICE is aware that in some cases cancellation of the policy was justified, however, if upon
review UPCIC determines that a policy was erroneously rescinded, it shall thake restitution pursuant
to Section 624.4211(2), Florida Statutes.

20.  UPCIC shall pursuant to Section 624.3161, Florida Statutes, beginning thitty (30)
days after the ed of the quarter for the period ending June 30, 2013, and continuing on a quarterly
basts; oreate and malntaln for subsequent review by the OFFICE a log of all policy
reseissions/cancellations including the information listed in patagraph 19 hereinabove.

21, Complaint Handling - UPCIC shall maintain a complete record of atl consurmner
complaints received from any source from the date of this Consent Order going forward in
cotfipliance with Sectlon 626,954 1(1)(j), Florida Stalutes.

22, Affiliates — UPCIC shall provide the OFFICE an itemized list that includes all
énitities affiliated with UPCIC within thitly (30} days of the date of this Consent Order including
whiether any written agreements exist between the insurer and the affiliate. UPCIC will also provide
to the OFFICE, Bureau of Properly and Casually Financlal Oversight, all cunrent agt‘ec!ﬁents with
affiliates for re_viéw as vequested by the OFFICE within thirty (30) days of each written requost.’

23, UPCIC shall submit annual audited financial statements of its Managing Geneial

Agent on an on-going basis beginning with statements from yedr-end 2012, pursuant to Section

626.7454(1), Florida Statutes, to the OFFICE, Bureau of Property and Casualty Financial Oversight,

6'.All. agreements with-affiliates are considered “matertal” pursuant to Rule 690~143.-047(4)(e),
Florida Administrative Code.




24,  Financial Transactions and Investments — At the time of examination, UPCIC:g
investment functions were solely handled by then President and Chief Executive Officer, Bradley 1,
Meie_r.AI.though the role of the accounting and finance department is to oveysee that necessary data
is entored into the accounting vecords and financial statemonts, as well as reconciling statements
after-thesfitot, at the time of the examination, there was no other person at UPCIC who was involved
in performing or managing the investment ﬁmct;ons of the company. In late 2012 UPCIC
ostablished an i:ivest|11e1]t cémmittee of three (3) directors, UPCIC has indicated that an
independent third-patty advisory firin will be handling the management of its investment portfolio
going forward, UPCIC hes represented thiat its Audit Committee is comprised of outside directors
and that it has initiated steps to increase its oversight of irive‘stments. UPCIC has further represented
that since th.l;, éxamination; the investment cominittes has grown to four members, two of which are
gutsid_e. directors, one of which is the Chair of the committee,

25, Sections 62-5.3'0'2 and 625,305, Flovida Statutes, apply to each investment at the time
the investment is made. and not terely at the end of each quarter, Therefore, UPCIC sﬁall comply
with the aforementioned statutes, UPCIC shall also comply with Rule 690-143-047(G), Florida
-Adi’fiinistratiw Code, and not enter into transactions the purpose of which is to avoid stalutory
thiéshold amouits, -

| 26, UPCIC shall not exceed any statutoty investment limitations at any time and shall
ostablish procedures to insure it does not exceed any statutory investment fimitations at any time,
Further, the Office hereby revokes any prior authorization granted UPCIC regarding investtents,
including foreign investments, and does not authorize any speclal consent [imitations.

27. Rein:surénce - In 2010 and 2011 the Underlying Property Excess of Loss contract
(Segregated Coll T25) had a premium provision providing for a reinsurer tﬁm'gin of 25.1%. 'The

OFFICE detertined that the reinsurer was atways gustanteed a profit, therofore there was no




complete transfer of risl, UPCIC represented that its interpretation was that its affiliated reinsurer
cdllld lose all of its collateral. UPCIC amenled the 2012 agreement to clarify that the premium
adjustntent could ndt be negative nor could monies be due to the reinsurer from UPCIC, "This
modification resolved the issue regarding transfer of risk on a going-forward basis.

28, On May 1, 2013, UPCIC notified the OFFICE that it will not be utilizing the
‘Segregated Cell T25 for.2013 due to its successful placement in the open matket for the poition of
the reinsurance program previously wr.itten by Segregated Cell T25, However, should UPCIC uge 3
Segregated Cell In. the future, UPCIC shall utilize the same language from its 2012 agreement
tegarding transfer of visk, in any future contracts and submit it to the OFFICE for approval prior to
use,

29, Purther any future captive teinsurance programs shall be 100% fully collateralized
by: UPCIC depositing with the Florida Departrient of Financial Services, Bureay of Collateral
Manageiment in cash the sum of the tolal coverage proﬁded. Any future captive teinsurance
programs shall require advance review and authorization by the OFFICE and conformance with
Stateiﬁent of Statutory Aceounting Principle (“SSAP”) 62R,

30, Reserves — UPCIC shall provide a full acluarial report on an annual basis beginning
with December 31, 2013, (to be filed with the December 31, 2013 financial statement) to the
OFFICF, Bureau of Propeity and Casualty Financial Oversight.

31, UPCIC shall .submit its P2P System and Atlas System to its auditors for review
bu_rs_ua‘nt to the Satbanes Oxley Act of 2002 and provide a copy of the ensuing report to the
OFFICE, Bureau of Property and Casuélty Financial Oversight.

32, Based on the results of the examination, in addition to. the corrective actions required

héteinabove:




N UPCIC shall pay té the OFFICE an administiative fine in the amount of One
Million Two-Hundred Sixty Thousand Dollars ($l,260.000.00) within thirty (30) days of the date of
.issizanc_e of this Consent Order,
33, The OFFICE may upon written request extend the time frames in this Consent Ovder
by letter based on good cause,
. 34, UPCIC expressly waives a hoaing in this matter, and the making of Findings of
Fact and Conclusions of Law by the OFFICE including any and all further or other proceedings
to which the paities may be entitled to by law or rules of the OFFICE, UPCIC hereby knowingly
and voluntarily waives all rights to challenge or contest this Consent Order, in any forum now or
inthe future, including the right to any adminisivative proceeding, state or federal court action, or
any appeal, |
35, Violation of any part of this Consent Ovcler shall constitute a violation of a lawful
otder of the OFFICE and shall subject UPCIC to one o more of the administeative penalties
available under the Florida Insurance Code.
36, Eacf] patty to this action shall bear its own attorineys costs and fees.
THEREFORE, subject to the terms and conditions set forth above, the OFFICE hereby
ordérs payment of the amount detalled in paragtaph 32 above and UPCIC also agtess to be
governed by the provisions of this Consent Order as provided herein,

FURTHER, all terims and conditions contained hetein are hereby ORDERED,

DONE and ORDERED this AP gy or OCtuloex” 201

Commissioner
Office of Insurance Regulation




By excoutlott hereof, UNIVERSAL PROPERTY AND CASUALTY INSURANCE COMPANY, consent
to the entry of this Consent Order, agrees without reservation to all of the above terms and conditions of
this Gonsent Order and shall be bound by all provisions therein. The undersigned represents that he/she
has the authorily to bind UNIVERSAL PROPERTY AND CASUALTY INSURANCE COMPANY to
the terms and conditions of thls Consent Ovder,

UNIVERSAL PROPERTY AND

CAWY INSURANGE COMPANY
By: \ 2z /

DL
‘Pﬁ{Nama: ’/y&?ﬁ/ fy ’/7%5{/}«/6‘:

| Corpotate Seal

Title: d ' f R
Date; ﬁ(’l?’ﬁlﬁéé ?l %&A_f
State of. ot (et

County of ‘B (O aid

‘ [‘l:g, foregoing instrument was acknowlodged before me this _ day of M )
013, byoag7 JIINgS ., who is personally known to_mie ‘or has produeed the following
identification . .

BETH WALLAGE

\'% Notary Public » State of Florida _ Signatu.ol Netey Public
5§ My Comm. Expiras Nov 1, 2014 ‘
" Commission # €€ 10852 | : B2 el e e
- ' - Print Name
Notariafl Seal ,Mﬁf@’-”é’ Ly A 4

My cotnmission exfiives:
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J. STEVE RODDENBERRY
Special Consultant
Pennington, P.A.

215 8. Moritoe Street, 2! Fioor
Tallaliagsee, Flotida 32301

TRAVIS MILLER, Esquive

Radey Law Firm

301 8. Bronough Street, Suite 200
Tallahasses, Florida 32301

BELINDA MILLER, Esquire
General Counsel

Legal Seivices Office

Office of Insurance Regulation
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JIM PAFFORD

Director 7
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Office of Insurance Regulation
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RICHARD KOON

Deputy Commilssioner
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Office of Inisuiance Regulation
200 B, Gaines Street
Tallahassee, Florida 32399

ELENITA GOMEZ, Esquive
Legal Sevvices Office .
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