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IN THE MATTER OF; - CASENO.: 124213-12-CO

* SOUTHERN FIDELITY PROPERTY & CASUALTY, INC.

. ‘THIS CAUSE came on for considerauon as a result of SOU’I‘HERN FIDBIJTY

PROPERTY & CASUALTY, INC.'s (heremaﬂer “SOUTHERN FIDELITY“) proposal to
remove selected personal residentiol policies from CI'ITZENS PROPERTY INSURANCE
CORPORATION (hereinafier "CITIZENS"). which was submitted to the OFFICE OF
'INSURANCE REGULATION (hmmaﬂet “OFFICE“) for its review on March 13,2012. Afer
a complete review of the entine reeord and 3 upon censldemhon thereof, and otherwise being fully
advised in the premiaes. i_he OFFICE hereby finds as foliows:

{. " The OFFICE has juridiction ver the subject matter and of the partes herein.

2, CITIZENS has been sstablished in aocordance with the erovisions of Section
627.351(6), Florida Statutes, as amended, to provide insurance: for residential and commercial
property qualified risks under circumstances speeiﬁed_in.ﬂn.Shmte, |

3 The Legislatire of the State of Florida has enacted Section 627.3511, Florida
.Statutes. to encourage and provide a means for the depopulation of CITIZENS. CITIZENS
submitied and the OFFICE adopted by Order No. 94539-08 a plan of depopulation, ths terms and
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conditions upon which this proposed consent ordet is predicated, SOUTHERN FIDELITY shall
abide by tﬁa terms and conditiona of the CITIZENS depdpulation plan as a-condition of issuance
of this consent orde. :

4, SOUTHERN FIDELITY is a Flosida doraioiled property and casuaity insucance
., company authorized 10 transect insurance in the State of Florida.

5. O or about March ', 2012, SOUTHERN FIDELITY subruiited a proposal to
temove. selected personal sesidential policies from CITIZENS, The plan provides for an
assumption of up fo twenty thovisend (20,000) multple peril policies from CITIZENS® personal
- lines account. SOUI‘HERN FIDELITY plans to assume the Cﬁ‘IZﬂﬂS‘s policles over & period

- -ofﬁme, subjest to the approval by the OFFICE.

'6. SOUTHERN FIDELITY understands: that the selested pollmes to be removed
l from CITIZENS on or about May 8, 2012, or at a later date approved by the OFFICE and
ClTIZENS will not be subject to any iticentive or bonus plan pursurnt to Seoction 627.3511
Flcrida Statutes, unless and until the OFFICE approvoa such a plan for use by CITIZENS
provnded suoh plan would be leh'onctwc to policies subject to this Consent Order. If the OFFICE
approves a bonus plan for use by other take-out companies or for other transactions during the
2012 policy year, the bonus may be paid to SOUTHERN FIDELITY in accordance with that
plan and agreements between SOUTHERN FIDELITY and CITIZENS. SOUTHERN
FIDELITY shell enter into appropriate agreements with cmzzﬁs to provids the following;

B - SOUTHERN FIDELITY, at its own expense, shall give at least thirty (30)
days advance notice to affected policyholders, which notice will inform polieyholders of the
need to contact SOUTHERN FIDELITY before the removal date if the policyholder desires to
stay with CITIZENS.
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b SOUTHERN FIDELITY shall accumulate sny ohjections, and shall
facilitats the retum of any policyholder who desires td.::stny in CITIZENS if that policyholder

Iexpfas.ses :he dasue to stay in CITIZENS within the thitty (30) day notice period prior to the

removal of the policy, or within thisty (30) days afte.r the date of the policy removal.
Pohoyholdm shall not be required to make additionel paymmta. nor take any action other than
io;gxpqus the desire to temain with CITIZENS in writing, by electronic mell, or by telephons on

" or before thirty (30) days fo llowing the date of thelr policy removal.

e All communications with agents and polioyholders regarding any
polloiesto be removed from CITIZENS must be done in accordance with instructions by

CITIZENS snd'tho OFFICE, ‘SOUTHERN FIDELITY shall obfain prior approval from the

OFFICE of eny létters sent to policy holders regarding any policies to be removed from

i

‘CITIZENS.

2 SOUTHERN FIDELITY acknowledges neither approval by CITIZENS, nor
entry nto this Consent Order by the OFFICE, constitutes a guarantos the ebove referenced
policies will ultimately be available to SOUTHERN FIDELITY for removl from CITIZENS, 2s
the a?fmilability of policies for removal may vary over time, o

8,  SOUTHERN FIDELITY shall iimit its actual removal of policies from CITIZENS

to the number and type of policies authorized by the QFFICE. The OFFICE will bage its review

on SOUTHERN FIDELITY'S reinsurance program, catastrophe modeling, and financial
statement projections, as- well as the impact on policyholders. Such reinsurance program,
wtastmphe modeling, and financial statement profiles shnll be based upon SOUTHERN
FIDELITY’S current in-force book of residential property policies, SOUTHERN FIDELITY’

projected voluntery market writings, and the actual number of policies aveilable in CITIZENS
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prior to the anticipated assumption date identified by SOUTHERN FIDELITY as satisfymg its
filed and approved underwriting gmdelines

9. SOUTHERN FIDELITY has submitted the proposed reinsurance documentation and
financial projections for assumption of up to twenty thousand (20,000) multiple peril laolicies,
expected o be assurned on May 8, 2012 or on subsequent dates approved by the OFFICE and
CITIZENS Each addttional agsumption of CITIZENS policles by SOUTHERN FIDELITY
shnll be subject to advanoe writtsn approval by the OFFICE.

_ 1 SOUTHERN FIDELITY S noquisuion of udequate reinsurence and maintenanvo

_of executed mmsurance agmmentn is mniaenal to the. OFFICE'S review and analysis of

SOUTHBRN FIDBL[TY’S praposal to remove selected pollcies from CITIZENS and to the
OFFICE’s apptoval of the proposal.

11. SOUTHERN FIDELITY expressly waives its rights to any hearing in this matter,
the making of findings of fact and comluslons of law by the OFFICE, and all other aml further
prooaedings herein to which it may be entlﬂed by law or by mles of the OFFICE. SOUTHBRN
FlDBLITY agtees not to appaal or otherwise contest this Consent Ordler ju any forum now, ot in
the ﬁ:ture, available to it.

12. SOUTHERN FIDELITY represents all explanations and documents made or
submitted to the OFFICE as part of its proposel to remove selected policies from CITIZENS,
including all eftechments and supplements thereto, fully describe all transactions, agreements,
and understandings relating to the removal of policles from CITIZENS by SO[{THBRN
FIDELITY. However, all draft documents and non-executed agreements relating 1)
SOUTHBERN FIDELITY"S plan shall not be deemed approved by this Consent Order until such

time 85 executed agreements or final documents are submitted and approved by the ORFICE.
]

IE
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13. The parties agree this Consent Otder will be desmed executed when the OFFICE

- has slgned 8 copy of this Consent Onder hearing signatwe of SOUTHERN FIDELITY, or its

)

authorized sepresentative, notwithstanding the fact the copy wes transmitted to the OFFICE
elecimnically SOUI‘HERN FIDELITY agrees the signature of its representative as affixed to
thls Comant Order shall b= under seal of a Notary Public.
14, Baeh pany o thls ncuon shnll ‘bear its own costs and attorney fees.
ITIS THEREFORB ORDERBD that
(4) Upon cons’ideration of the proposal to remove selected policies from
CITIZENS including its atmchmams the OFFICE approves the proposal to remove’ selected
pol.ioies ﬁ-om CI‘I‘IZENS subject to adherenoe fo the terms and conditions of this Consent Order
by SOUTHERN FIDELITY,
(B)  The OFFICE epproves the assumption of up fo twenty thousand (20,000)
multiple peril policies from the personal lines aocount for the initlal assumption starting on or
about May ’:8. 2012, in accordauce with the proposal to remove selected policies from

. CITIZENS, sny agresment(s) between SOUTHERN FIDELITY and -CITIZENS, and this

Cornsent Order.
(C)  Regarding all reinsurance matters telating to policies removed from
CITIZENS, for a period of three (3) years immediately following the date of entry of this
Consent Order, SOUTHERN FIDELITY shall;
(i) Maintain suﬁstantially the same reinsutance coverage as evidenced
to the OFFICE iri the proposal to remove seleated policies from CITIZENS;
| (1)) Submit to the OFFICE any and all replacement or additionat

reinsurance agreement(s), or amendmezit() to reitisurance agreement(s) that materially change
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the reinsurance coverage in (c)(i). 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 effectuation of any

Sucﬁh agreement(s) or amendment(s);
(i)  Notify the OFFICE of any termination of any of its reinsurance
agreements, The notlﬁca.uon shall be made to the OFFICE in writing sixty {60) days priot to the

-effective date of any sueh tenmnauon,

(%)  Subtait in writing to the OFFICE the proposed utilization of sny

_substitute or\additionél rqiﬁ’éurers-for the OPFI__Cst review and approval sixty (60) days prior to

the compmnies being utilized withln SOUTHERN FIDELITY'S relsurance program.
SOUTHERN FIDHLITY shall futther immediatoly submit o tho OFFICE all information as

requested which the ORFICE deetns ieoessary for the OFFICE to complets its review; and

(¥) . Cede reinsurance, or otherwise contract for réinsu’ranq?_, only with
reinsurers who are.authorized and/or approved by the OFFICE, or such other reinsurers as may
be appmi;ed in advance and in writing by the OFFICE. SOUTHERN FIDELITY shall camply

with the requirements of Sectmn 624.610, Blotida Statutes, with regard to all of its relnsuranca
arrangements,

| (D)  For the three (3) years immediately following the date of entry of this
Consent Order, SOUTHERN FIDELITY shall file with the OFFICE, on an a.nnu_al biasis no later
than Yune 1 of each yesar, a catastrophe loss- madel with proBable maximum loss estimate

amounts from & one hundred-year storm based upon the exposure information gathered from all

of its policies in force as of April 15 of each year which would be affected by a catastrophe,

SOUTHERN FIDELITY shall incfude in this filing an exposure management plan, which will
identify the company’s ability to provide satisfectory financial cepacity to cover the company’s
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expostire o catastrophic hurricane loss. The plan shall identify the reinsurance coverage and
surplus levels being ufilized to maintain a satisfactory financlal capacity with regard to
rcat'asttophe exposare. SOUTHERN FIDBLITY shall also include within the plan specific
‘actlons intended to limit catastrophic exposures to the company’s financial capacity. Based upon
the QFFICE’s review of ths models and plans, SOUTHERN FIDELITY may be required at the
OFFICE's sole disoretion to take correc’ti\.re aption to cure any overexposure identified by the
OFFICE. Such sction inay also include obteining additionai amounts of relnsurance coﬁrage as
directed by the OFFICE ot suspend writing of any additional business, including the CITIZENS
policies;
' (@  Anymdall policies removed from CITIZENS by SOUTHERN FIDELITY.
shall provide coversge substantially equivalent to thet afforded by CITIZENS. Any-and all ~
. policies retoved from CITIZENS by SOUTHERN FIDELITY, pursuant to its proposal to
f'emo_v’e selected policies from CITIZENS, must be renewable by the policyholdef_ at approved
rﬁtes and upon the same terms at the first such renewal onto SOUTHERN F_IDBLIITY’s pelicy
form, unless such policies ate canceled by SOUTHERN FIDELITY fora lawful reason;
F) At the:?;ime SOUTHERN FIDBi,lTY removes any policy of insurance from
GITIZENS, SOUTHERN FIDELITY ehsll either obtsin a new policy application from each
affected polisyholder or maintain in its files a copy of the policyholder's application on file with
CITIZENS IF SOUTHERN FIDELITY chooses the latter option, SOUTHERN FIDELITY shall
névedhaldss be required to obtain a new policy application from each affected policyholder no
later than twenty-four (24) months from the effective dale of any policy of insurance removed
from CITIZENS. SOUTHERN FIDELITY may not initiate any retrospective increase in rates or

the promium or any retrospective decroase in coverage provided under the assumed CITIZENS
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- policy (if applicabls) §3'a result of the information obtalned from or through the new policy
applications;

{G) For a period of three (3) years immediately following the date of entry of
this Consent Order, SOUTHERN FIDELITY shall abide by the proposal to remove selected
policies from CITIZENS in all material respects. Further, SOUTHERN FIDELITY shall abide
by all terns and provisions of any agresment(s) entered into with CITIZENS; and;

() " Regarding required documentation to be maintalned by SOUTHBRN
FIDELITY relating to policies removed from CITIZENS:

() SOUTHERN FIDELITY is required to track all qgents as well ag the
related policy Information, who have declined to participate in the takeout process. This
information shall be submitted to Citizens by the deadline published in the Citizens Assumption
Calendar, Citizens will then tmail-out notices infotming the policyholders of the agent’s
decfination, This will allow the affected policyholders the opportunity to address the declination
 with their agent and possibly receive their agent’s approval in tims to be included in the current

(i) SOUTHERN FIDELITY is required to track atl agents, as well as the
related policy information, who after discussing with the polioyholder, decide to partiolpate in
the takeont process and submit this information to Citizens by the deadiine published in the
revised 2012 Assumption Calendar.

(li)y SOUTHERN FIDELITY is required to keep a record of all agents who
decline participation along with an explanation for tﬁe declination.

(iv) When contacting an agent regerding a potential takeout policy,
SOUTHERN FIDELITY is required to provide each agent with the policy form to be used,

Page B of 12



appointment contract and a copy of SOUTHERN FIDELITY'S most currently availtble
finanoial statement,
() SOUTHERN FIDELITY is required to comply with the following requirements
when soliciting an agent’s pormission to participate in the assumption procass
| i, SOUTHERN FIDELITY must wtilize emall and at least one other
method for contact (i.e. oall, fax or regular mail);
il SOUTHERN FIDELITY must send out ;a direct solicitation to the agent
of recond and copy the agency principal;
| i SOUTHERN FIDBLITY must provids al! agents a miniowem of 14 days
to mvtéw the sol_icitai_idn. This will allow agents adequate time to research the company and
maiie an informed decision; | '

iv. SOUTHERN FIDELITY must provide a copy of the appointment
conteact, SOUTHERN FIDELITY ay opt o provide the agent a link to its welsite containing
the required information; )

v. SOUTHERN FIDBLITY must provide a copy of the policy fotr.
SOUTHERN FIDELITY may opt to provide the agent a link to its website containing the
required information;

: vi. SOUTHERN FIDELITY must provide a chart identifying any
differences In coverage from Citizens, whicltx will hielp both the agent and the policyholder in
making an informed decision;

vii, SOUTHERN FIDELITY must provide a list of policies specific to the

agent that it would like to assume;
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viii. SOU'I‘HERN FIDELITY must provide a contact number of quaiified
staff to answer agent’s questions;
ix. SOUTHERN FIDELITY must provide an overview of its sirategy for
handling claims (cat and non-cat); ‘
' () Shoukl the OFFICE determine SOUTHERN FIDELITY has failed to materially

,com'plj'r with terms of this Consent Order, the proposal to remove selected policies from

CITIZENS includlng its dattachments; and amendments thereto as submitted to the OFFICE, or
tei'ms of any agreement(s) with CITIZENS, SOUTHERN FIDELITY ghetl, upon receipt of
notice of such material non-compliance, have sixty (60) days to oure its material non-
compliancé. In the event SOUTHERN FIDEL‘ITY fails to cure any such material nnn-
compliance within the sixty (60) day period, SOUTHERN FIDELITY expressly agrees the
OFFICE may enter an order directing it to immediately cease writing personal lines residential
property. coverage or oth"er lines of insurance within the State of Florida, or imposing such other

sanctions authorized by statute, tule or restrictions, as may be deemed appropriate by the

OFFICE.

WHEREFOQRE, the propossl to remove up to twenty thousand (20,000) multiple peril
policies from the personal lines accomnt for the initial assumpﬁr_m starting on or about May 8,
2012, subject to the terms and ocnditions of this Order, are hereby APPROVED.,

FURTHER, all terms and conditions contaitred herein are hs y ORDERED.
DONE and RDERED this g o4 AL day of 2012

Kevin M. McCarty, Comumissio
Office of Insurance Regulation
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- By exeoution heteof, SOUTHERN FIDELITY PROPERTY & CASUALTY, INC.
~congents to eniry of this Consent Order, agrees without reservation to all of the above terms and
conditions and shall be bound by all provisions therein. The undersigned represents that he has
the authority o bind SOUTHERN FIDELITY PROPERTY & CASUALTY, INC. to the terms
and conditions of thiz Consent Order. -

SOUTHERN FIDELITY PROPERTY & -

" CASUALTY, INC.
1 i ot
Corporate Seal
STATEOR _ | &

“ COUNTY OF _{£ov]

'The foregoing ;ns’crumeﬁtwasac{mowledgedbefo methis 2! day of_Méak 2012,
by dani s Cirqgsnella - as 5"“516&‘»-1“

T s e fry
for_Sou L F\WM‘_\ ‘ﬁ"(}t‘%ltj 1.Cus0aléy

o wlﬁ%i/r

i B, OTTicoT, frutted titornsy in flet)

) ip“ Notary Public Siate of Florida
. ) « Tracy E Felstad
n My Commission EE148610

“ i Type o Siamp Commatoned Explres 11/07/2014

Personally Known - OR Produced Identification
Type of Identification Produced
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COPIES FURNISHED TO:

Bobbi Scott, Depopulation Manager
Citizens Property Insurance Corporation
Corporate Offices

2312 Killearn Center Blvd

Tallahassee, F1, 32309
Bobbi.Scott@citizensfla.com

James Graganella, President

Southern Fidelity Property & Casualty, Inc.
301 South Bronough Street, Suite 200
Tallahassee, F1 32301

jgraganella@preferredmanaging.com

Fred B. Karlinsky, Esq,

Colodny, Fass, Talenfeld, Karlinsky & Abate, P.A.
One Financial Plaza, 23" Floor

100 Southeast Third Street

. Ft. Lauderdale, Florida 33394

David Altmaier, Chief Analyst
P&C Financial Oversight

200 East Gaines Street
Tallahassee, F1. 32399-0329

Jason B. Nelson, Assistant General Counsel
Office of Insurance Regulation

Legal Services Office

612 Larson Building

200 East Gaines Street

Tallahassee, F1. 32399-0333
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