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The R Str

* Washington, DC-based thin

 Mainly focused on promoting
solutions to social and economic
state and federal levels

e Offices in Florida, Ohio, Texas, Calif
Washington, DC

e Other projects include energy, produc
regulation, education, and the environ

* In Florida, our focus is mainly on proper
insurance reform.
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e Research and Public

— Reports: Mostly publishe
James Madison Institute in

— Op-eds: About 15 published p
* Conferences.
* Legislative Outreach & Educatio
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Markets work.
* Central planning do
* Limited government: g
* Florida’s insurance envir




Why Flo
Market

* Philosophically: Concentrat
undermines competition.

* Financially: Places Florida, its tax
residents, and businesses one bad
season away from a major economi

* Environmentally: Subsidies encourag
development in risky, environmentall
areas.
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The Pr

* Florida has more property
other “hurricane alley” states
carries 70% of world’s hurrican

* 52.46 Trillion in total coastal expo
e 7 of 10 costliest storms have struck

* Site of most intense hurricane on re
(Florida Keys, 1935) and second dead
hurricane on record (Lake Okeechobe
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Dealing

e 8-year “drought” is longes
* Hurricanes WILL strike—only

* Only way to make Florida less v
o Fortify the state’s built environmen
o Discourage development in risky coas
o Preserve natural buffers to wind & sur

o Properly insure risk so Florida can quickl
both economically and physically.
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How a broken i
makes Florida mor

* Suppressed rates encourage risky
which increases loss of life and pro

* Gov't-run, post-event funding mecha
artificially suppress rates pose huge fi

* These financial risks can adversely impa
economic and physical recovery after a s
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AS ALWAYS,
| WILL CONTINUE
T0 FOCU5 ALL MY
ENERGY ON BEING
FLORIDKS GOVERNOR.
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e Due to the hurricanes of 2
the resultant shock to the ins
reinsurance markets, insurance

* Charlie Crist ran on a platform of
insurance rates” without much exp
how he would accomplish this.

* The result: 2007’s House Bill 1-A whi
dramatically expanded Cat Fund and

Free markets. R

al solutions.




Florida Hurri
(AKA,

e State-run reinsurer for insur
created in 1993.

* Originally designed as a buffer to
private reinsurance rates as way o
the Florida insurance market.

* The largest provider of reinsurance i
state and one of the largest in the wo
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Cat Fund vs.

 The Cat Fund differs from
in four major ways:

1.
2.

4.
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Participation is mandatory.
Sells an identical product to all in
participate in it.

Can collect money necessary to pay

the event through its ability to buy b
tax to pay off those bonds.

Covers risk only in Florida, so it does n
its risk globally as every other reinsure



* Has a statutorily-manda
* Most of its capacity covers
* About $10 billion in cash rese
* Would have to borrow about S7

 Would have faced a shortfall 5 ou
years if tapped to capacity after su
hurricane season.




Citizens Prop
 Created in 2002.
e State-run “insurer of last r

e Governor, President of the S
the House, and CFO appoint go
e Stats:

— 939,342 policies (down from 1.5 milli
— Amounts to roughly 20% of policies in
— Total liabilities exceed almost S300 billi
— A 1-in-100 year storm could cost about
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Citizens Prope

* Relies on premiums, reins
(mostly CAT Fund), and post-

— Has unilateral authority to impos

(taxes) on every insurance policy is
everywhere in Florida (homeowners,

business, boaters, auto) if it faces a d
storm.

*Private companies lack post-event fund

and must have ability to cover claims
R:-

otherwise they can’t sell insurance in




Citizens
14

Re

e Before: Insurer of last reso

— To be eligible for Citizens, an a
prove that he was unable to find
private market

e After: unfair competitor in the ma

— Citizens allowed to write a policy for a
who gets an insurance quote more tha
above Citizens Artificially suppressed ra
serves as a de facto price control)
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Citizens
14

Re

e Before: Risk-based rates

— Citizens was required--as is eve
policies in the state--to charge ac
rates based on risk and basic math
enough money to pay claims.

» After: Artificially-suppressed rates

— House Bill 1-A arbitrarily lowered Citize
and froze them; legislature subsequentl
“glidepath” allowing for small increases.
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Why Flori
Market is Bad an
more vulnerable to

* Philosophically
* Financially
* Environmentally




Why F
Market is Bad an
more vulnerable t

* Philosophically: Undermines c

— Less consumer choice and innovati
options; and

— Concentrates Florida’s enormous hurr
onto the state’s taxpayers rather than s
abroad across several private companie
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Why Flori
Market is Bad and

more vulnerable to h

Financially: Places Florida, its tax
residents, and businesses one bad
season away from a major economic

— Citizens and Cat Fund Assessments for Se
— Assessments compound for multiple even
— Risk of Cat Fund shortfall > mass insolvenc
— Potential to bring Florida’s economic recove




Why Florida
Market is Bad and m

more vulnerable to h

* Environmentally: Subsidies distort
risk, which:
— Incentivizes destroying coastal wildlife ha

— Encourages building on wetlands, sand dun
barrier islands, which are natural wind & sur

— Discourages building to withstand those risks
Increases loss of life and property) and;

&Conﬂicts with existing federal law (CBRA).
Street
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Sand dune destruction in Florida CBRS Unit
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Risk-Based,
Protect Floridians and t

e MITIGATION & SAFETY on the fro

— Organically encourages people to build
safer in terms of resilience and location,

1. Allows people to more safely shelter-in-place,
evacuation routes and resources; and

2. Decreases damage, loss of life, and repair & insu
— Discourages building in risky, flood-prone and

environmentally-sensitive coastal areas that pr
natural protection to inland development.
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Risk-Based,
Protect Floridians and t

* FASTER RECOVERY on the back e

— Stronger & smarter building practices
less damage & faster recovery (and chea

— Flood of outside capital from private insur
reinsurance companies ignites the econom
speeds-up physical recovery;

— Current “pay-now-AND-pay-later” system of
financing would burden state with debt for ma
impede economic growth, and slow recovery e




* Florida cannot solve its
having Citizens raise rates

e Steps must be gradual and s

e (Can start with:

— Excluding or limiting Citizens covera
construction in highest risk areas, ma
secondary/vacation homes;

— Tightening Citizens eligibility requireme
— Helping low-income residents fortify the
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Christian R.
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(202) 525-5717
www.rstreet.org

Twitter: @ChristianCama
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