FILED

: FEB 07 2013
i ' OFFICE OF

OFFICE OF INSURANGE REGULATION: Docketed by:

NSURANCE REGULATION
STV

KEVINMCCARTY
COMMISSIONER

INTEHE MATTER OF: CASE NO.: 130975-13-CO

HERITAGE PROPERTY & CASUALTY
INSURANCE COMPANY

CONSENT ORDER
THIS CAUSE ¢ame on for consideration as & result of HERITAGE PROPERTY &

CASUALTY INSURANCE COMPANY’S (heteinafter “HERITAGE”) proposal to remove
selected personal residential policles from CITIZENS PROPERTY INSURANGE
CORPORATION (hierginafter “CITIZENS"), wlich was submitted to the QFFICE OF
Aﬂ:er a complete raview of the 'e'mine record and upon consideration thereof, and otherwise being
fully-advised in the premises, the OFFICE herel;y finds as follows:

L. The OFFICE has jurisdictioti sver the subject matter and:of the parties herein.

2 CITIZENS has been established in accordance with the provisions of Section
627.351 (6;), Florida Statutes, as amended, o provide insurance for residential and commercial
property qualified risks under elrcumstances specified in the Statute, |

3. The Legislature of the State of Florida Has enacted Section :627.351(6)(¢)3 2.,
_Flp.ni:da Stafutes, to entourape and provide a means for the deﬁo,p;uiaﬁon. of CITIZENS,
CITIZENS submitted and the OFRICE adqpteﬂ‘ by Order No, 125161-12 4 plan of depopilation,

the terms and ‘conditions upon which this proposed Cottsedt Ordér 1 predicated. HERITAGE
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shall abide by the terms and conditions of the CITIZENS depopulation plan as 3 condition of
issuanice of this Consent Ordet,

4, HERITAGE is a Plorida domiciled property and casualty insurance company
iauthorizg-ci, to transact ingurance in the State of Florida. -

3. On or about January 10, 2013, HERITAGE submitted a proposal to refnove
selected personal residential policies from CITIZENS, ‘The plan provides. for an assumption of
up to ten theusand (10,000) multiple peril policies fiom CITIZENS’ personal lines account and
coastal account. HERITAGE plans fo assume the CITIZENS’S policies over a period of time,
subject to the approval by the OFFICE. | 7

6. HERITAGE understands that the selected policies to be removed from CITIZENS
on-or about April 9, 2013, or at & later date-approved by the OFFICE and CITIZENS, will not be
subject to-any incentive or bonus plan pursuant to Section 627.3511, Florida Statutes, nnless 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. If the OFFICE approves a bonus plan for
use by othertake-out companies or for other transactions during the 2013 policy year, the bonus
may be paid to HERITAGE in a.c;:ordance with that plan and agreements betweern HERITAGE
and CITIZENS. HERITAGR shall enter into appropriate sgrestuents with CITIZENS to provide
‘the following:

a.  HERITAGE, at its own expense, shall give at legst thirty (30) days advance
totloe to affected policyholders, which notice will inform paiieyho'lcfiérs of the need to contact
HERITAGE before the removal date if the policyholder desires to stay with CITIZENS,

b.  HERITAGE shall scouniulate aiiy objections, ‘anc‘! ghall facilitate the return

of any policyholder who: desires to stay in CTTIZENS if that policyholder expresses the desire to
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stay in CITIZENS within. the thirty (30) day notice period prior to the removal of the policy, or
within thirty (30) days after the date of'the policy removal. Policyholders shall not be required to

make additional payments, nor take any action other than to express the-desire to remain with

CITIZENS in writing or by electronic mail .on or before thirty (30) days following the date of

their policy removal.

c. All communications with agents and .;.p.oli‘oyhoilders_ rega‘rdiﬁg any
nolicies 'té be removed from CITIZENS must be done in accordance with instractions by
CITIZENS and the OFFICE. HERITAGE shall obtain prior approval from the OFFICE of any
letters sent to policyhalders regarding any polivies to be removed from CITIZENS.

7. HERITAGE acknowledges neither approval by CITIZENS, nor entry into this
Consent Order by the OFFICE, constitutés a guarantee the above referenced policies will
ultimately be avai"lable_ to HERITAGE for removal fro.m CITIZENS, as the availability of
policies for remioval ingy vary over time. | |

8.  HERITAGE shall limit its actval removal of policies from CITIZENS to the
n'u_mb_e'r and type of policies authorized by the OFFICE. The OFFICE will base its review on
HERITAGE’S reinsurance program, catastrophe modeling, and financial statement projections,
as well a8 the ithpact on policyholders, Such r'einsurgnce program, catastrophe modeling, and
financial statement profiles shall be based upon HERITAGE’S current in-force book of
residential property policies, HERITAGE'S pigjected voiuntafy market writings, and actual
number of policies avallable: in GITIZENS prior to the antioipated assumption date identified by
HERITAGE py satisfying its filed and approved wnderweiting guidelines,

9,  HBRITAGE has submitted the ptoposed relnsurance documentation and' financlal

profections for assumption of up to ten thousand (10,000) multiple peril policies, expested fo big
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assumed on April 9, 2013 or on subsequent dates approved by the OFFICE and CITIZENS.
Rdeh additionsl -assmnptié’n of CITIZENS policies by HERITAGE shall be subject 1o advance
wiitten approval by the OFFICE,

10.  HERITAGE’S acquisition of adequate reinsurance and maintenance .of executed
fginsurance agreements is material to the OFFICE'S review and analysis of HERITAGE'S
proposal to remove selected policies from CITIZENS and to the OFFICE'S approval of 'thé
proposal. |

1. HERITAGE expressly waives its rights to any hearing in this mattet, the making of
findings of fact and conelusions of law by the OFFICE, atid. all other and further proceedings
herein to which it may be entitled by law or by rules of the OFFICE. HERITAGE agrees not to
appeal of othetwise contest this Consent Order i any forum.now, or in the futurs, available to it,

12, HERITAGE :re.:_pres.:enﬁ all explanationis and documents made o submitted to the
OFFICE ‘as part of its proposal to temove selected policies from CITIZENS, Including all
attachments #nd supplements thereto, fully describe all transactions, agreements, and
understandings velating to the removal of policies from CITIZENS by HERITAGE. Howsver,
all draft documents and non-executed agreements relating to HERITAGE’S plan shall not be
deemedl. approved by this Consent Order until such time as executed agreements or ﬁng_i
'(?_I'chments are submitted and approved by the OFFICE,

13.  ‘The parties agree this Consent Order will be deemed executed when tlie OFFICE
has signed a copy of this Consent Order bearing signatore of HERITAGE, or ts authorized
representative, notwithstanding the fact the ¢opy was transmitted to the OFFICE elecironically
“HERITAGE agrees the signature of its representative as affixed to this Consent Order shall be

under seal of a Notary Public.
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14, Each party to this action shall bear its own costs and attorney fees.
IT IS THEREFORE ORDERED that:

(A) Upon consideration of the proposal to remove selected policies from
| CITIZENS, inoluding its attashments, the OFFICE approves the proposal to remove selected
policies from CITIZENS, subject to adherence to the terms and conditions of this Consent Order
by HERITAGE.

(B) The OFFICE approves the assumption: of up to ten thousand (10,000)
nltiple. peril policies, consisting of eight thousand two hundred (8,200 policies from the
_personal lines account and one thousand eight hundred (1,800) policies.from the coastal account,
for the initial assumption startitig oh or about April 9, 2013, in accordarice with the proposal to.
remove selected policles from .CITIZENS, any ageement(s) between HERITAGE and
CITIZENS, and this Consent Order. |

(C) Regarding all reinstrance inatters relating fo policies removed from
CITIZENS, for a period of three (3) years immediately following the date of enity of this
Consent Order, HERITAGE shall:

(i)  Maintain substantially the same reinsurance coverage as evidenced
to the QFFICE in the proposal to remove selesied policies from CITIZBNS:

(i) ‘Submiit to the OFFICE ény— and all replacement or additional
reinsurance agreement(s), or amendment(s) to reinsurance agroement(s) that materially change
the reinsitancs coverags in (e)(D): The agiéetent(s), amendment(s) or plans. shall be submitted
‘to the OFFICE for review, and approval, sixty (60) days prior to the date of effectuation of any

sugh agreement(s) ot amsndment(s);
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(i)  Notify the OFFICE of any termination of any of its reinsurance
agreements. The notification shall be made to the OFFICE in writing sixty (60) days prior to the
effective date of-any such termination;

- (iv)  Submit in writing to the OFFICE the proposed utilization of any |
substitute or additional reinsurers for the OFFICE’S review and approval sixty (60) days prior fo
the companies being utilized within HERITAGE’S reinsurance program. HERITAGE shall
further immediately submit to the OFFICE all information as requested which the OFFICE
desms necessary for the OFFICE to complete its review; and

(v)  Cede reinsuranice, of othefwise contiact Toi féingurance, only with
reinsurers who are authorized and/or approved by the OFFICE, or such other \‘reiﬁné‘ur@rs as may
be:'appraved, in advance and in writing by the OFFICE. HERITAGE shall comply with the
requirements of Section 624.610, Florida Statutes, with regard to all of its reinsurance
affangements.

(D) Ror the-three (3) years immediately following the date of entiy of this
Consent Order, HERITAGE shall file with the OFFICE, on an annual basis no later than June 1
of each yeat, 4 catastrophe loss model with probable maximum 1oss estimate amounts from 4 one.
hundied-year stotin baséd upoh the exposute information gathered from all of its policies in.
force as of April 15 of each year which would be affected by a catastrophe. HERITAGE shall
iiolude in this filing an exposure mandgetient plan, which will ideiitify the company’s ability to
provide satisfactory financial capacity to cover the company’s exposure to catastrophie hurricane
logs, The plan shall identify the refnsuratice coverage and. surplus levels being utilized to
maintain a satisfactory financial capacity with regard to catastrophe:exposure. HERITAGE. shall

also inelude within the plan specific actions intended to limit catastrophic exposutes fo the
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* company’s: financial capacity. Based upon the OFFICE’S review of the models and plans,
HERITAGE may be required af the OFFICE’S sole discretion to take corrective action to cure
any ovetexposure identified by the OFFICE. Such action may also include obtaining additional
atitounts of reinsurance coverage as directed by the OFFICE or suspend writing of any additienal
business, Inchiding the CITIZENS policies;,

(B) Any and all policies removed from CITIZENS by HERITAGE shall
provide coverage substantially equivalent to that afforded by CITIZENS. Any and all policies
removed from CITIZENS by HERITAGE, pursuant to its proposal to remove selected policies
from CITIZENS, must be renewable by the policyholder at approyved rates and upon the same
terms gt the first stich renewal onto HERITAGR'S policy form; unless such policles ate canceled
by HERITAGE for a lawful reason;

(F) Atthe time HERITAGE removes any policy of insurance from CITIZENS,
HERITAGE shgll either obtaiti a new policy application from each affested policyholder or
miititain it its files a copy of the policyholder’s application on file with CITIZENS, If
HERITAGE chooses the latter-option; HERITAGE shall nevertheless be required to obtain a new
policy application from each affected polieyholder no later than twenty-four (24) months from
the effective dato of any: policy of ‘msurance removed from CITIZENS. HERITAGE may nat
initiate any retrospectivi inctedss in rites or the premium or any refrospective: decrease in
coverage: provided under the assumed CITIZENS polivy (if applicable) as a iesult of the
information obtained frot ot through the néw poliey applications;

(@) For a period of three (3) years immediately following the date of entry of

 this Consent Order, HERITAGE shall abide by the proposal to remove selected policies from
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CITIZENS in ali material respects. Fuither, HERITAGE shall abide by all terms and provisions
of any agreement(s) entered into'with CITIZENS; and;

() Regarding tequired documentation fo be maintained by HE.RIT:AGE
relating to policies removed from CITIZENS:

M HERITAGE is required to track all agents, as well ag the related
policy information, who have deelined to patticipate in the takeout process. This information
shall be submitted to Citizens by the deadline published in the Citizens Assumption Calendar. |
Cltizens will then mail oiit hotices informing the polieyholders of the ageni’s declination. This
will allow the affected policyholders the opportunity to address the declination with their agent
and possibly reeeive t.heif“agent’s approval in time fo be included in the c.ufren,t takeout.

(i)  HERITAGE is required to track all agents, as well as the related
policy information, who after discussing with the policyholder, deoide fo partigipate in the
takeout process ‘and submit this information to Citizens by the deadline published in the revised
2013 Assutription Calendar,

(fi) HERITAGE is required to keep a record of all-agents who decline
participation alohg with an ,éxplal?ation forthe declination. _

(iv)  ‘When contacting an apent regarding a potential takeout policy,

| HERITAGE is required to- provide ‘each agent with the polioy foim to be used, appvintinent
contract and a copy of HERITAGE’S most currently available financial statement.
| () HERITAGE is required to comply with the following -l‘etjuifement:s when
soliciting an agent’s p_er'xﬁ:iss-ion 10 patticipate in-the assumption process:
()  HERITAGEmustutilize email stid at least one other method for

contaot (1.8, call, fax or regular mail);
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(1) HERITAGE must send outa direct solicitation to the agent of

reoord and copy the agency principal;
| (iif) HBRITAGE must ptovide all ageiits a minimum of 14 days to

review the solivitation. This will allow agents adequate time to research the company and make
an informed deeision; |

(iv)  HERITAGE must provide a copy of the appointment contract.
HERITAGE may opt to provide the agent a link to its website contalning the re.quireél
information;

(v)  HERITAGE must provide a copy of the:policy form. HERITAGE
‘may opt to provide:the agent.a link to its website containing the required Information;

- (viy HERITAGE must provide a chart identifying any differences in
coverage from Citizens, which will help both the agent and the polioyholder in makitig an
informed decision;

(vil) HERITAGE must provide 4 list of policies specific to the. ageﬁt
thaf it would like to assume;

(vili) HERITAGE must provide a contact nurmber of qualified staffto -
answer agent’s questions;

(i)  HERITAGE must provide an oveiview of its strategy for handling
claims. (cat and non-cat);

(I} Should the OFFICE determine HERITAGE has failed fo materially

aotnply with temnis of this Congent Ordex, fhe proposel to remove selected policies froin
CITIZENS, including ifs attachments, and amendments thereto as submitted to the. OFFICE, or

terms «of any agresment(s) with CITIZENS, HERITAGE shall, ipon réceipt of notice of such
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material non-complisnes, have sixty (60) days to cuf:e- its material non-compliance. IIn-.t_he event
HERITAGE fails to cure any such material non-compliance within the sixty (60) day period,
HERITAGE 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 ottier satictions authorized by statute, fule or restrictions, ag may be
deemed appropriate by the OFFICE.

WHEREFQRE, the proposal to remove up to fen thousand (i10,00:0) multiple perii
policies, consisting of eight thousand two hundred (8,200) policies from the personal lines
account and one thousand eight hundred (1,800) policies from the coastal account, for the initial
assumption starting oni.or about April 9, 2013, subject to the terms and conditions of this Congent
Ordet, are hgreby API_’ROVB"D;

‘FURTHER,; all terms and conditions contained herein are hereby ORDERED,

DONE aiid ORDERED this ]E-‘ day of mw_ur 2013,
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By éxeeution heteof, HERITAGE PROPERTY & CASUALTY INSURANCE
COMPANY consents to entty of this Consent Qrider, agrees without reservation to all of the
above terims and conditions and shall be bound by all provisions thergin. The undersigned
represents that he has the authority to bind HERITAGE PROPERTY & CASUALTY
INSURANCE COMPANY to the tetms and conditiofis o' this Consent Order,

HERITAGE PROPERTY & CASUALTY

Richald Wlddicombe Presxdent

Cotporate Seal

ey as
(nanw ofperson) S T "~ (iype of auffiority ......o.. officar, truslee attorney In Tast)
for ‘ :
(cmnpany namc)

Personally Known;; / OR Produced Identification__
Type of Identification Produged
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COPIES FURNISHED TO:

Bobbi S¢ott, Depopulation Manager
Citizens Property Insurance Corporation
Cotporate Offices

2312 Killearn Center Boulevard
Tallahassee, FL 32309
Bobbi.Seott@citizensfla.com

Richard Widdicombe, President

Heritage Property & Casualty Insurance Company
700: Centrall Ave Ste 330

8t. Petersburg, FL. 33701

Carolyn Morgan, Director
Office of Insurance Regulation
P&C Financial Oversight
200-Bast Gaihes Street
Tallahassee, FL 32399-0329

David Altmaier, Chief Analyst
Office of Insurance Regiilation
P&C Financial Oversight

200 East Gaines Street
Tallahassee, FL 32399-0329

Amanda Rudock, Finurioial Examiner/Analyst I
Office of Insurancs Regulation

P&C Financial Oversight

200 Bast Gaines Street

Tallahassee FI1.32399:0329

Amanda Rudock@floir.com

Qaﬂlarine’ﬂalwencaker, Assistant General Counsel
Office of Insurance Regulation

Legél Services Office

200 East.Gaines Street

'Tallahassee, FL 32399 0333
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