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CONFERENCE Continued from Page 4
sooner. While ours is definitely a working meet-
ing, we encourage you to think hard about bring-
ing a guest or your family, and taking advantage
of the golf, spa, ocean, and other attractions of
Orange County. Disneyland, for ex-

ample, is less than half an hour way.

Our discounted room rates are avail-

able for a few days after the meeting.

The best overview of the
property can be found at www.ritz-
carlton.com, or more specifically
at this web address: http://www.
ritzcarlton.com/en/Properties/Lagu-
naNiguel. To track developments in
the conference program, informa-
tion about sponsors, and to see the
attendee list as it develops, visit our
web site at http.//www.riskinformation.com.

To reserve your space at the conference,
just send payment with the enclosed registration
form to our conference office in Colorado. Take
advantage of a $100 earlybird discount by send-
ing in your registration and payment by August
3,2009. An additional $100 discount is offered
to prior conference attendees and newsletter sub-

scribers. As an early registrant and subscriber,
you will save a total of $200 off the regular
registration price. Your special earlybird rate is
$1,199 for the entire conference.

The conference begins Sunday, Novem-

ber 15 with early registration and a
reception with sponsors starting at
5:00 pm. On Monday, November
16, the sessions run from 8:30 am
to 5:00 pm, followed by a network-
ing reception extraordinaire with an
ocean and sunset view. Tuesday, No-
vember 17, sessions run from 8:30
am to noon, allowing time for lunch
with other conference attendees and
our sponsors, or golf, or afternoon
business, or travel.

Attire for the conference and re-

ceptions is business casual.

Our mission is to facilitate the flow of
ideas and information within the industry so that
our subscribers and conference attendees can
gain the competitive edge they need. We look
forward to having you join us this fall. Print up
some more business cards. We’ll supply the pen-
cils. See you in California!
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the currently inadequate rates in the state-run ho-
meowners insurer, Citizens Property Insurance
Corp.

Rate increases will be in the order of
10% a year until rates are actuarially sound,
which might take five years or more. Crist, who
had applauded a Citizens rate freeze in 2007,
said the bill would “make sure that we stabilize
the insurance market and the viability of Citizens
Property.”

He went on to say the legislature’s “in-
cremental approach is prudent.” Our records
show that comment represents the first time the
Governor and the concept of prudence have been
in the same room for more than four years.

* In the same bill, (HB 1495), the leg-
islature cut the size of the Florida Hurricane
Catastrophe Fund, which makes sense since the
Fund does not have the money to honor its com-
mitments today. We’re not sure how this is go-
ing to play out exactly because the Fund is short
today, and the exposure will be reduced at the
upper levels by $2 billion a year over six years.

While we will reserve judgment until the
experts can weigh in on how things will play out,
we remain worried that coverage will be “sold”
next year for which the state cannot provide hon-
est capital.

» At the moment, State Farm is stand-
ing by its previously announced plan to exit the

Please see FLORIDA on Page 8
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Florida
Commercial Multi-Peril

Insurers, Non-Liability
Groups Ranked by Total

2007 Premiums Written Mkt

share
Group Name Prezn(:(i):ms 2007
ZURICH/FARMERS INS $230,330,046 15.9%
BERKSHIRE HATHAWAY $97,155,925 6.7%
TRAVELERS GRP $96,930,830 6.7%
STATE FARM GRP $77,609,216  5.4%
QBE INS GRP $70,343,640 4.9%
CHUBB & SON INC GRP $62,245,942 4.3%
NATIONWIDE CORP GRP $60,965,998 4.2%
HARTFORD FIRE & CAS $60,849,792 4.2%
ALLIANZ INS GRP $49,781,807 3.4%
CNA INS GRP $47,314,082  3.3%
MAIN STREET AMER GRP $43,561,088 3.0%
AMERICAN FINANCIAL $39,397,583 2.7%
ACE LTD $37,920,911 2.6%
AMERICAN CAPITAL $36,072,050 2.5%
SAFECO INS GRP $35,215,888 2.4%
AMERICAN COASTAL INS $27,081,878 1.9%
ARX HOLDING CORP GRP $25,437,308 1.8%
GUIDEONE INS GRP $21,634,261 1.5%
AMERICAN INTL GRP $19,851,995 1.4%
LIBERTY MUT GRP $18,304,050 1.3%
PHILADELPHIA $18,112,432 1.3%
HANNOVER GRP $16,772,377 1.2%
THE HANOVER INS GRP $16,144,347 1.1%
PENN AMER GRP $15,700,666 1.1%
AUTO OWNERS GRP $11,717,084 0.8%
FCCI MUT INS GRP $11,496,592 0.8%
CHURCH MUT INS CO $11,202,205 0.8%
ARGONAUT GRP $10,213,154 0.7%
WESTFIELD GRP $10,111,214  0.7%
CINCINNATI FIN GRP $9,871,255 0.7%
BANKERS INS GRP $9,436,941 0.7%
ASSURANT INC GRP $9,258,048 0.6%
MAPFRE INS GRP $9,221,274  0.6%
MARKEL CORP GRP $8,611,384 0.6%

Statewide Totals

$1,444,650,626

Data Source: National Association of Insurance
Commissioners, by permission, and Property Insurance
Report. The NAIC does not endorse any analysis or
calculation based upon the use of this data.

Focus: FLORIDA
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state. As we have written, State Farm was not,
and is not, bluffing, and would only reverse its
position if the market made a dramatic shift
away from folly toward reason. We have written
that this shift was almost impossible within the
two year window State Farm had set for its de-
parture. It appears we were wrong.

We believe State Farm would reverse
its decision and stay in Florida if the Governor
signs yet another piece of legislation which
would allow insurers with substantial amounts of
capital to change prices without onerous regula-
tory interference.

(Not all regulatory oversight of rates is
onerous. It is often a very good idea. Only “over-
sight” that overlooks reality is onerous.)

State Farm will need to be convinced
that the change is real before changing course.
We suspect Crist would need to extract a pound
of public flesh from State Farm so he could save
face (State Farm would most likely play along,
and take its “beating” quietly, as long as Crist
signed a good bill).

* Which brings us to the proposed bill
that we suspect Crist won’t sign.

HB 1171 started life identified closely
with State Farm. Insurers quickly scampered to
spin the idea, pointing out that USAA was also
interested. The bill was sold as a “consumer
choice” measure, which is more saleable than the
old name most everyone in Tallahassee initially
gave it: “The ‘Keep State Farm in Florida By
Giving Them What They Want’ Bill.”

HB 1171 exempts “well-capitalized”
insurers from regulatory oversight on prices,
at least as it relates to the possibility that rates
might be excessively high. There are some other
provisions, such as prohibiting such insurers
from purchasing the underpriced/discount rein-
surance from the state Cat Fund, and disclosure
requirements. Insurers would take such details

Please see FLORIDA on Page 9
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T —— Fire Insurance Groups
) Groups Ranked by Total
gladly to escape rate suppression. 2007 Premiums Written Mkt
As of last week, Crist was noncommittal 2007 share
on the deregulation proposal. (“That one gives Group Name Premiums 2007
me some pause,” he was quoted as saying.) Ifhe Ay ERICAN INTL GRP $201.722.008 20.1%
changes his mind and signs, stock up on provi- FL CITIZENS PROP INS $230,692,178 15.9%
sions, scan the horizon for the Four Horseman, ASSURANT INC GRP $146,268.989 10.1%
and secure your doors against the Zombies. LIBERTY MUT GRP $65.782,262  4.5%
Here is why we think you won’t need an  ga; BoA INS GRP $58,152,081 4.0%
emergency trip to a warehouse store for supplies:  TRAVELERS GRP $48,870.131  3.4%
Partial deregulation is probably a bad idea. ZURICH/FARMERS INS $43,406,104 3.0%
The idea of a limited deregulation is cer-  a| | EGHANY GRP $41568662 2.9%
tainly appealing to many insurers, and could be FM GLOBAL GRP $32,539,411 2.2%
seen as an important first step. HARTFORD FIRE & CAS $25,200,369 1.7%
But there are a few drawbacks. First and FLORIDA FAMILY INS CO $23,355,782 1.6%
foremost, by leaving out smaller companies with  UNIVERSAL PROP & CAS $21,613,160 1.5%
less capital, you are endangering the market’s
balance. The state has been dancing along for Statewide Totals $1,453,891,010
several years arguing that small insurers, often Florida
focused exclusively or largely in Florida, are just . .
as strong as the national companies. Consider- Allied Lines Insurers
ing the quality of reinsurance that most of these Groups Ranked by Total
. 2007 Premiums Written Mkt
companies have secured, that may even be true 2007 share
Please see FLORIDA on Page 10 Group Name Premiums 2007
. FL CITIZENS PROP INS $1,985,025,114 58.0%
Florida
AMERICAN INTL GRP $158,769,757  4.6%
2006 Insured Home Values ASSURANT INC GRP $98,798,610  2.9%
Home National ALLEGHANY GRP $78,468,492  2.3%
Value Florida Average AXIS CAPITAL GRP $74,605,342  2.2%
<$50K 0.1% 0.4% ACE LTD $74,094,157  2.2%
$50-75K 1.6% 2.3% FM GLOBAL GRP $67,305,731  2.0%
$75-100K 6.9% 6.8% SAFECO INS GRP $66,945,316  2.0%
$100-125K  12.3% 11.3% BALBOA INS GRP $62,596,040  1.8%
$125-150K  14.0% 13.0% ZURICH/FARMERS INS GRP $54,767,205  1.6%
$150-175K  13.8% 12.5% ARX HOLDING CORP GRP $50,253,257  1.5%
$175-200K  11.6% 10.6% ARCH INS GRP $45,933,252  1.3%
$200-300K  25.4% 23.5% CNA INS GRP $42,476,796  1.2%
$300-400K 8.2% 10.0% QBE INS GRP $41,087,642  1.2%
$400-500K 3.0% 3.9%
>$500K 3.1% 3.99% Statewide Totals $3,420,837,337
Total exposures 2,910,834 48.358.903 Data Sgur.ce: National As.sogiation of Insurance
Commissioners, by permission, and Property Insurance
Source: NAIC, Property Insurance RQPOI’T Report. The NAIC does not endorse any analysis or
calculation based upon the use of this data.
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for one event or season. (Of course, once the first
big event comes these companies will be at the
mercy of reinsurers, and many would have to
fold up their tents.)

To clearly delineate “strong” from
“weak” will undermine the sales abilities of
these smaller companies, who are quite frankly
the companies most willing to take on new busi-
ness today.

Just as troubling would be the practical
outcome of deregulating only some rates. No
doubt, the big insurers would set their prices
higher (some would say too high, others would
say reflecting reality; for our purposes it matters
not). Those high rates would send even more
business into Citizens, which the state is trying
to depopulate, or to the smaller insurers, whose
strength the state is implicitly questioning by
keeping them under close regulation.

Ironically, the companies with the most
money would be allowed to charge an adequate
rate, while the companies most starved for capi-
tal would be prevented from getting stronger.
That makes little sense.

A good outcome would be the expected
veto from Crist, but with a dramatically reduced
amount of whining and rhetoric. Dare we dream
that the Governor and his insurance commission-
er might explain to the public that HB 1171 is a
flawed piece of legislation, but that they under-
stand the desire to build a healthier market popu-
lated by strong insurers? Hey, it could happen.
After all, other important legislation supported
by insurers (on workers comp, etc.) has passed
and looks headed for a Crist signature.

This debate could then continue without
the recent vitriol that has surrounded homeown-
ers insurance in Florida (dare we dream?). It
might be within the realm of possibility that even
if rates are not deregulated in any way, the regu-
lation might become more hospitable to actuarial
realities. While such a subtle shift would be too
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little, too late, to prevent State Farm’s departure,
at the very least it would keep other strong insur-
ers in the state.

Would it be too much to dream that dis-
appearing insurers, an angry legislature, and a
clued-in media could turn the tide of public opin-
ion? Could we see the governor work with insur-
ers, rather than bashing them?

Searching for signs of the end of these
bad days in Florida, we turned to another divine
source, the Torah, and found a fitting answer to
our search for a prediction on Florida’s future:

And I heard but did not understand and
1 said, ‘Master, what is the End of all these
things?’

And (the angel) said, ‘Go Daniel, for the
things are closed up and sealed until the end
time.’ (Daniel 12, 9:10)

How about the Qur’an?

“Lo! The Hour is surely coming. But |
will to keep it hidden, that every soul may be re-
warded for that which it striveth (to achieve).”
(Surah 20:15)

In other words, we’ll just have to wait
and see. Isn’t it frustrating when the prophets
won’t prophesize?
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