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OFFICE OF INSURANCE REGULATION
KEVIN MCCARTY
COMMISSIONER

IN THE MATTER OF: CASENO.:  162718-14-CO

CYPRESS PROPERTY & CASUALTY
INSURANCE COMPANY
/

CONSENT ORDER
THIS CAUSE came on for consideration as a result of CYPRESS PROPERTY &

CASUALTY INSURANCE COMPANY’s (hereinafter “CYPRESS™) proposal to remove
selected  personal  residential  policies  from  CITIZENS  PROPERTY INSURANCE
CORPORATION (hereinafter “CITIZENS™), which was submitted to the OFFICE OF
INSURANCE REGULATION (hereinafter “OFFICE™) for its review on September 30, 2014,
After a complete review of the entire record and upon consideration thereof, and otherwise being
fully advised in the premises, the OFFICE hereby finds as follows:

L The OFFICE has jurisdiction over the subject matter and of the parties herein.

i CITIZENS has been established in accordance with the provisions of Section
627.351(6), Florida Statutes, as amended, to provide insurance for residential and commercial
property qualified risks under circumstances specified in the statute,

7 The Florida Legislature has enacted Section 627.351(6)(¢)3.a., Florida Statutes, to
encourage and provide a means for the depopulation of CITIZENS, CITIZENS submitted and
the OFFICE adopted by Order No, 125161-12 a plan of depopulation, the terms and conditions
upon which this proposed Consent Order is predicated. CYPRESS shall abide by the ferms and

conditions of the CITIZENS depopulation plan as a condition of issuance of this Consent Order.
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4. CYPRESS is a Florida domiciled property and casualty insurance company
authorized 1o transact nsurance in the State of Florida,

3. On or aboul September 30, 2014, CYPRESS subnutted a proposal to remove
selected personal residential policies from CITIZENS. The plan provides for an assumption of
up 10 fwenty-three thousand (23,000) personal residential policies from CITIZENS’s personal
lines account and coastal account. CYPRESS plans to assume the CITIZENS policies over a
period of time, subject to the approval by the OFFICE.

6. CYPRESS understands that the selected policies to be removed from CITIZENS
on or about January 13, 2015, or at & later date approved by the OFFICE and CITIZENS, will not
be subject to any incentive or bonus plan pursuant to Section 627.35311, Florida Statutes, unless
and until the OFFICE approves such a plan for use by CITIZENS provided such plan would be
retroactive to policies subject to this Consent Order. I the OFFICE approves a bonus plan for
use by other take-out companies or for other transactions during the 2015 policy year, the bonus
may be paid to CYPRESS in accordance with that plan and agreements between CYPRESS and
CITIZENS.

7. CYPRESS shall enter into appropriate agreements with CITEZENS to provide the
following:

a. CYPRESS, at its own expense, shall give at least thirty (30) days® advance
notice to affected policyholders, which notice will inform policyholders of the need to contact
CYPRESS before the removal date if the pelicyholder desires (o stay with CITIZENS;

b. CYPRESS shall accumulate any objections, and shall facifitate the retusn
of any policyholder who desires to stay in CITIZENS if that policyholder expresses the desire (o

stay in CITIZENS within the thirty (30) day notice period prior 1o the removal of the policy, or
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within thirty (30) days after the date of the policy removal. Policyholders shall not be required 1o
make additional payments, nor take any action other than to express the desire to remain with
CITIZENS in writing or by clectronic mail on or before thiny (30) days following the date of
their policy removal;

¢ Al communications with agents and policyholders regarding any policies
to be removed from CITIZENS must be done in accordance with instructions by CITIZENS and
the OFFICE. CYPRESS shall obtain prior approval from the OFFICE of any letters sent to
policyholders regarding any policies to be removed from CITIZENS. CYPRESS agrees that
once opt oul notices have been mailed to consumers, CYPRESS cannot terminate the offer of
coverage for any reason other than a consumer opt out. CYPRESS agrees that subsequent non-
renewatls of policies assumed via this asswmption will be in accordance with the Florida
lnsurance Code; and

d. CYPRESS shall at all times submit 10 CITIZENS any information
required by the published revised 2015 Assumption Calendar. This information shall at all times
be submitted timely, in accordance with the deadlines published by CITIZENS.

8. CYPRESS acknowledges neither approval by CITIZENS, nor entry into this
Consent Order by the OFFICL, constitutes a guarantee the above referenced policies will
ultimately be available to CYPRESS for removal from CITIZENS, as the availability of policies
for removal may vary over time.

9. CYPRESS shall limit s actual removal of policies from CITIZENS to the
number and type of policies authorized by the OFFICE. The OFFICE will base its review on
CYPRESS's reinsurance program, catastrophe imodeling, and financial statement projections, as

woll as the impact on policybolders,  Such reinsurance program, catastrophe modeling, and
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fimancial statement profiles shall be hased upon CYPRESS’s current in-force book of residential
property policies, CYPRIESS™s projected voluntary market writings, and the actual number of
policies available in CITIZENS prior to the anticipated assumption date identified by CYPRESS
as satistying its filed and approved underwriting guidelines.

10, CYPRESS has submitted the proposed reinsurance documentation and financial
projections for assumption of up to twenty-three thousand (23,000) personal residential policies
from CITIZENS's personal Hnes account and coastal account, expected to be assumed on
Yawary 13, 2015, or on subsequent dates approved by the OFFICE and CITIZENS,  Fach
additional assumption of CITIZENS policies by CYPRESS shall be subject fo advance wrilten
approval by the OFFICE.

1. CYPRESS’s acquisition of adequate reinsurance and maintenance of executed
reinsurance agreements are material to the OFFICE’s review and analysis of CYPRESS’s
proposal to remove selected policies from CITIZENS and 1o the OFFICE's approval of the
proposal.

12, CYPRESS expressly waives its right to any hearing in (his matter, the making of
findings of fact and conclusions of law by the OFFICE, and all other and further proceedings
herein to which it may be entitled by faw or by rules of the OFFICE. CYPRESS agrees not to
appeal or otherwise contest this Consent Order in any forum now, or in the future, available to it
including its right to any administrative proceeding, éircuit or tederal court action, or any appeal.

3. CYPRESS represents all explanations and documents made or submitted to the
OFFICE as part of its proposal to remove sclected policies from CITIZENS, including all
attachments and supplements thereto, fully deseribe all wtansactions, agreements, and

understandings relating to the removal of policies from CITIZENS by CYPRESS. However, ali
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draft documents and non-executed agreements relating W CYPRESS’s plan shall not be deemed
appraved by this Consent Order untit such time as executed agreements or final dociments are
submitted and approved by the OFFICE.

14 The parties agree this Consent Order will be deemed executed when the OFFICE
has signed a copy of this Consent Order bearing the signatre of CYPRESS, or its authorized
representative, notwithstanding the fact the copy was transimitted to the OFFICE clectronically.
CYPRESS agrees the signature of its representative as alfixed to this Consent Order shall be
under seal of 4 Notary Public.

15, Each party to this action shall bear its own costs and attorney fees,

IT 1S THEREFORE ORDERED that:

(AY  Upon consideration of the proposal to remaove seleeted policies from CITIZENS,
including its attachments, the OFFICE approves the proposal to remove selected policies from
CITIZENS, subject to adherence to the terms and conditions of this Consemt Order by
CYPRESS,

(B)  The OFFICE approves the assumption of up te 1wenty-three thousand (23.000)
mudtiple peril pohicies, consisting of twenty thousand three hundred thirty-seven (20,337)
policies [rom the personal lines account and two thousand six hundred sixty-three (2,663)
policies from the coastal account for the initial assumption starting on or about January 13, 20135,
i accordance with the proposal to remove selected policies from CITIZENS, any agreement(s)
between CYPRESS and CITIZENS, and this Consent Order.

() Regarding all reinsurance matters refating to policies removed from CITIZENS,
for a pertod of three (3} years immediately following the date ol entry of this Consent Order,

CYPRESS shall:

Page S ol i2



(i) Maintain substantially the same reinsurance coverage as evidenced o the
OFFICE in the proposal to remove selected policies from CITIZENS;

(i) Submit to the OFFICE any and all replacement or additional reinsurance
agreement(s) or amendment(s} to reiasurance agreement(s) that materially change the
reinswrance coverage in (C)(1). The agreement(s), amendment(s) or plans shall be submitted to
the OFFICE for review and approval sixty (60) days prior to the date of clfectuation of any such
agreemenid{s) or amendmeni(s);

(1) Notify the OFFICE of any termnalion of any of s reinsurance
agreements. The notification shall be made to the OFFICE in writing sixty (60) days prior 1o the
effective date of any such termination;

(iv)  Submit in writing to the OFFICE the proposed utilization of any substitue
or additional reinsurers for the OFFICE’s review and approval sixty (60} days prior W the
companies being uttlized within CYPRESS’s reinsurance program.  CYPRESS shall further
immediately submit to the QFFICE all information as requested that the OFFICE deems
necessary tor the OFFICE to complete its review; and

V) Cede reinsurance, ot otherwise contract for reinsuranee, only with
reinsurers who are authorized and/or approved by the OFFICE, or such other reinsurers as may
be approved in advance and in writing by the OFFICE. CYPRESS shall comply with the
requirements of Section 624.610, Forida Statutes, with regard o all of its reipsurance
arrangements.

(D) For the three (3) years immediately following the date of entry of this Consent
Order, CYPRESS shall file with the QFFICE, on an anaual basis no later than June 1 of each

year, a catastrophe loss model with probable maximum loss estimate amounts from a one
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hundred-year storm based upon the exposure information gathered from alf of its policies iu
force as of April 135 of cach year that would be affected by a catastrophe,  CYPRIESS shall
inglude in this filing an exposure management plan, which will identify the company’s ability to
provide satisfactory financial capacity 1o cover the company’s exposure 1o catastrophic busricane
loss.  The plan shall identify the reinsurance coverage and surplus levels being utilized to
maintain a satisfuctory financial capacity with regard to catastrophe exposure, CYPRESS shall
also include within the plan specific actions intended to fimit catastrophic exposures to the
company’s financial capacity,  Based upon the OFFICE’s review of the models and plans,
CYPRESS may be required at the OFFICE’s sole discrelion to take corrective action to cure any
overexposure identified by the OFFICE. Such action may also include obtaining additional
amounts ol reinsurance coverage as directed by the OFFICE or suspending writing of any
additional business, including the CITIZENS policies.

() Any and all policies removed from CITIZENS by CYPRESS shall provide
coverage substantially equivalent to that afforded by CITIZENS. Any and all policies removed
from CITIZENS by CYPRESS, pursuant 1o its proposal 1o remove selected policies from
CITIZENS, must be renewuble by the polieyholder at approved rates and upon the same terms af
the first such renewal onto CYPRESS’s policy form, unless such policies are canceled by
CYPRESS for a lawful reason.

(Fy At the ume CYPRESS removes any policy of insurance from CITIZENS,
CYPRESS shall either obtain a new policy application from each affected policyhelder or
maintain in its files a copy of the policyholder’s appiication on file with CITIZENS. If
CYPRESS chooses the latter option, CYPRESS shall nevertheless be required to obtain a new

policy application from each affected policyholder no later than twenty-fowr (24) months {rom
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the effective date of any policy of insurance removed from CITIZENS. CYPRESS may not
initiate any retrospective increase in rates or the premium or any retrospective decreuse in
coverage provided under the assumed CITIZENS policy {0 applicalde) as a result of the
information obtained from or through the new policy applications.

(G} For a period of three (3) vears immediately following the date of entry of this
Consent Order, CYPRESS shall abide by the proposal o remove scleeted policies from
CITIZENS in all material respects. Further, CYPRESS shall abide by all terms and provisions of
any agrecment(s) entered into with CITIZENS.

() Regarding required documentation 10 be maintained by CYPRESS relating to
policies removed from CITIZENS:

{i) CYPRESS is required to track all agents, as well as the related poliey
information, who have declined to paiticipate in the takeout process. This information shall be
submitted to CITIZENS by the deadiine published in the CITIZENS Assumption Calendar,
CHIZENS will then mail out notices infonuing the policyholders of the agent’s declination.
This will allow the aflfected policyholders the opportunity to address the declination with their
agent and possibly receive their agent’s approval in time to be included in the current takeout;

(1Y CYPRESS 15 required to track all agents, as well as the related policy
information, who afier discussing with the policvholder, decide 10 participate in the takeowt
process and submit this information to CITIZENS by the deadline published in the revised 2013
Assumption Calendar;

(iii)  CYPRESS is required to keep o record of all agents who decline

participation along with an explanation for the declination; and
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(iv)  When contacting an agent regarding a potential takeout policy, CYPRESS
is required to provide cach agent with the policy fortm to be used, appointment contract, and a
copy of CYPRESS s most current available financial statement.

{h CYPRESS 15 required to comply with the following requirements when seoliciting
an agent’s permission to participate in the assumption process:

() CYPRESS must utilize email and at least one other method for contact
(i.e., facsimile or regular mail);

(ity  CYPRESS must send out a direct solicitation to the agent of record and
copy the ageney principal,

(i) CYPRESS must provide all agents a minimum of 14 days fo review the
solicitation.  This will allow agents adequate time to research the company and make an
informed decision;

(ivy  CYPRESS must provide a copy of the appointment contract. CYPRESS
may opt to provide the agent a link to its website containing the required information;

(v) CYPRESS must provide a copy of the policy form. CYPRESS may opt 1o
provide the agent a link to its website containing the required information;

(viy  CYPRESS must provide a chart identifying any differences in coverage
fromy CITIZENS, shich will help bath the agent and the policyholder in making an informed
decision;

(vit)  CYPRESS must provide a list of policies specific 1o the agent that i
wottld like to assume;

(vin}  CYPRESS must provide a contact number of qualified statl to answer the

agent’s questions; and
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(ix)  CYPRESS must provide an overview of its strategy for handling claims
(cat and non-cat),

(h Should the OFFICE determine CYPRESS has failed to materially comply with
terms of this Consent Order, the proposal to remove selected policies from CITIZENS, including
its attachments, and amendments thereto as submitted to the OFFICE, or terms of any
agreement(s) with CITIZENS, CYPRESS shall, upon receipt of notice of such material non-
compliance, have sixty (60) days to cure its material non-compliance, In the event CYPRESS
fails to cure any such material non-compliance within the sixty (60) day period, CYPRESS
expressly agrees the OFFICE may enter an order directing it to immediately cease writing
personal lines residential property coverage or other lines of insurance within the State of
Florida, or imposing such other sanctions authorized by statute, rule, or restrictions as may be
deemed appropriate by the OFFICE.

WHEREFORE, the proposal to remove up to twenty-three thousand (23,000) multiple
peril policies, consisting of twenty thousand three hundred thirty-seven (20,337) policies from
the personal lines account and two thousand six hundred sixty-three (2,663) policies from the
coastal account, for the initial assumption starting on or about January 13, 2015, subject to the

terms and conditions of this Consent Order, is hereby APPROVED.

FURTHER, all terms and conditions coptained herein are hereby ORDERED.
DONE and ORDERED this QX% of (QC%:@Q/( L2014,

A

Kevin M. McCafly, Commission
Office of Insurance Regulation
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By exccution  hereof. CYPRESS PROPERTY & CASUALTY INSURANCE
COMPANY consents to entry of this Consent Order, agrees without reservation to all of the
above terms and conditions and shali be bound by all provisions therein, The undersigned
represents that he has the authority to bind CYPRESS PROPERTY & CASUALTY
INSURANCE COMPANY 10 the terms and conditions of this Consent Order.

CYPRESS PROPERTY & CASUALTY
INSURANCE COMPANY

Gary I?‘%

[Corporate Seal|

he, President

STATE OF _Florida

COUNTY OF Ly wal

-y P -
The foregoing instrument was acknowledged hefore me this o/ 5 day oé(_',tfmxr“w 2014,
vy Coary 1. cJothe ws y-reSiclond

{neme 1 porson) fype of authoriss ¢ g, oflicer trustos, atiomey in Tact)

tor (% yoreess; //}rgprfgf r Casua //gf (1 Su e sice: @ffc/:?wcy

L4
!{Iml][){l!l} ntie}

{ Notary Seal]

31 e, KIMBERLEY DANEL /AL GH
SR b, NOTARY PUBLIC Signatare lphe Nog

2 PR TCSTATE OF FLORIDA

Koo i Comm® EE216277

Explres 7/22/2016 _fﬁxﬂbﬂ{‘&t o \\’Jf/) f‘«.@/

P Type, ur St L'mmu}(smné‘a‘ﬂﬁmc o Notary i

Personally Known &~ OR Produced identification -

Type of Identification Produced

My Commission Expires ’?%—39/&0/&?
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COPIES FURNISHED TO:

Bobbi Scott, Depopulation Manager
Citizens Property Insurance Corporation
Corporate Offices

2312 Killearn Center Boulevard
Tallahassee, FL. 32309
Bobbi.Scottfecitizenstla.com

Gary R, Wothe

Cypress Property & Casuvally Insurance Company
13001 Sutton Park Drive South, Suite 310
Jacksonvilie, F1. 32224

gwolheieynressiz. com

N. Richene Oliver, ACP

Adams and Reese LLP

501 Riverside Avenue, 7% Floor
Jacksonville, FL 32202
Richene.oliverfgarlaw.com

David Altmaer, Director
Office of Insurance Regulation
P&C Financial Oversight

200 East Gaines Street
Tallahassee, F1. 323990329

Jocel Meyer, Chief Analyst
Office of Insurance Regutation
P&C Financial Oversight

200 East Gaines Strect
Tallahassee, FL 32399-0329

Alyssa Bell, Financial Analyst/Examiner 1
Office of Insurance Regulation

P&C Financial Oversight

200 East Gaines Strect

Tallahassee, FL 323990329

Alyssa. Bell@floir.com

Rachic’ A. Wilson, Assistant General Counsel
Oftice of Insurance Regulation

Legal Services Office

200 East Gaines Street

Tallahassee, F1, 32399-0333

Rachic. Wilson@! loir.com
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