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Good morning, ladies and gentlemen.  
 
I want to start by thanking the Florida Chamber of Commerce 
for inviting me to share my thoughts on the state of the Florida 
insurance industry at this Summit.   
 
Thank you Beth for that kind introduction. 
 
I truly do applaud the chamber for “getting it.”  
 
This Summit and other programs like it underscore the often-
overlooked fact that a strong insurance industry is a critical 
component of our economic engine.  
 
Certainly, the last few years have been a challenge for our 
economy, both nationally and here in Florida, but as I look to 
the year and years ahead, we’ve turned the corner. 
 
In my remarks today, I want to touch on some of the key areas 
of our market, highlighting where we are, looking at new 
opportunities, and raising some areas that could be challenging 
moving forward. 
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Property Insurance 
 
Our Florida domestic property insurers ended the year in 
generally good shape.  
 
The lack of storms in 2013, some softening in the reinsurance 
market, and the overall quality of their risk management and 
underwriting have allowed our domestics to strengthen their 
capital positions and better manage their risks.  
 
As of the third quarter of this year, our private domestic 
industry has just over $4.5 billion in available capital and has 
bolstered their ability to absorb hurricane losses with over $16 
billion in reinsurance. 
 
The policy count and attendant exposure in Citizens’ Property 
Insurance, as you will hear, is declining significantly as policies 
are shifting back to the private market.  
 
The Florida Hurricane Catastrophe Fund, as you will also hear, 
is in its strongest financial position in years.  
 
In sum, I am cautiously optimistic about the health of our 
property industry and the vitality of our private markets 
moving forward.   
 
One of the newest developments playing out in the global 
reinsurance and capital markets is the dramatic influx of 
capital from pension funds and other institutional investors 
into the reinsurance space through the insurance linked 
securities markets and other non-traditional mechanisms.  
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This influx is reshaping the reinsurance market as we speak 
and will likely have a dramatic impact on pricing and 
availability of this critical source of risk capital in the coming 
years.  
 
As Florida’s Insurance Commissioner, I am ensuring our 
domestics can, at their discretion, take advantage of this new 
capital in their overall financial planning.  
 
Markets understand how to price risk, and it is no different 
with this new source of risk capital.  In other words, it will not 
be under-priced.  
 
I do think, however, this influx of capital will increase pricing 
transparency, add to availability and provide stability so that 
shocks in the supply of reinsurance such as we have seen in the 
past will be much more subtle.  
 
I recently reported to the CFO that the state of the reinsurance 
market is very good and the trend in Florida is positive as rates 
are going down. Florida policyholders are benefiting from 
lower reinsurance costs and the market is more robust and 
competitive.  
 
Companies are reducing rates or buying more reinsurance to 
enhance their claims paying ability, both of which are good for 
Florida policyholders.  
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The availability and pricing of flood insurance for our 
policyholders is a current area of concern and challenge for us 
all.  
 
As you well know, the recently implemented Biggert-Waters 
Flood Act that reauthorized the National Flood Insurance 
Program has had some serious, in some cases astronomical, 
price effects as the program attempts to initiate the “market 
based pricing” demanded under the law.  
 
But suffice it to say, these pricing challenges are real.  
 
While the resolution of these unanticipated shocks works its 
way through legislative and legal channels, we in the meantime 
have Floridians to insure.  
 
I applaud Governor Scott for his leadership on this issue.  As 
you know, he has recently requested an audience with the 
President to discuss the unfair insurance rate hikes being 
imposed on Florida families as a result of the Biggert-Waters 
Act. 
 
We have  been working with members of the House and Senate 
to craft legislation to encourage insurers to write flood 
coverage in the voluntary market. 
 
I am pleased to say that our Florida companies, both admitted 
insurers and surplus lines companies are expressing serious 
interest in stepping up to fill the gap.  
 
Our Florida companies understand risk, see the potential 
opportunities, and are performing their due diligence.  
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The current situation has highlighted a few issues worth 
mentioning.  
 
First, as I have been saying for some time and as many of you 
already know, Floridians have been subsidizing the flood 
program for over 30 years.  
 
That is, we pay in far more, over a long period of time, than we 
take back out in claims.  
 
Secondly, the existing maps and data from which the NFIP is 
designing its premium structure are woefully inadequate and 
out of date.  
 
Finally, for the first time that I can remember, the public 
discussion on catastrophic risk, risk finance and pricing is 
explicitly considering the important notion of affordability. 
 
In the commercial property market, as you know meaningful 
rate and form deregulation was enacted by our Legislature 
over the past few years. 
 
That is, business-to-business insurance is more able to 
negotiate and price risk and terms than it has been in the past.  
 
The result is an explosion of new products available to 
Florida’s business community. 
 
As with our Florida domestic property insurers, the 
combination of a lack of storms, an easing of reinsurance rates 
and developments in alternative risk markets, along with 
developments in underwriting have our commercial property 
and casualty insurers in solid financial positions, and 
competition is strong. 
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Auto Insurance 
 
In an attempt to rein in the fraud in the auto insurance market 
that was increasing costs and financially harming the 
companies writing the policies, the Legislature passed 
significant legislation in 2012 to curtail the fraud.  
 
The constitutionality of this law continues to be challenged 
through the courts. We are working with Attorney General 
Bondi to defend the constitutionality of these reforms. 
 
As we await the legal and economic result of the law, we are 
continuing to examine the market to determine the cost 
drivers that can be mitigated.  
 
At the end of 2013, we performed a preliminary analysis to 
determine the impact that HB 119 had on personal auto rates 
and Personal Injury Protection (PIP) rates in particular.  
 
Based on the recent rate history of the top 20 personal auto 
insurers, encompassing 75.3% of the Florida personal auto 
market, it appears that HB 119 has been successful in changing 
the upward trajectory of auto premiums we had been 
observing.  
 
Since the initial round of filings required by HB 119, the top 20 
insurers have, on average, reduced PIP rates over 13.2%.   
 
This will save the average Florida family $156 each year.  
These savings range from as high as $444 in Miami Dade 
County to $89 in Leon County. 
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While not all insurers have experienced decreases in PIP, all 
insurers have recognized the savings due to HB 119 when 
determining the changes needed in the rate filings. 
  
Workers Compensation Insurance 
 
In just the space of a decade, Florida has gone from having one 
of the most expensive, least competitive and least efficient 
workers compensation markets in the country to having one of 
the most competitive, efficient and affordable markets, thanks 
in large part to the series of legislation enacted in 2003.  
 
This year, I did have to approve another 0.7% increase in rates, 
but the good news is that rates are 56% lower than they were 
in 2003.  
 
Our private market is one of the most competitive in the 
country, and our residual market, while it did grow noticeably 
last year, remains only a very small part of the overall market.   
 
Looking ahead, it appears that while the reforms from 2003 
seem to have largely worked their course, there are other 
areas, particularly within the way reimbursements are 
calculated and how drug repacking is managed legally that 
could offer a further reduction in rates. 
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Life Insurance 
 
The last few years have been challenging ones for the life 
industry, and Florida life companies are no exception.  
 
The financial crisis of 2008 and the imposed remedies to the 
crisis have kept interest rates very low. 
 
That low level of rates, combined with a contraction in credit 
yield spread unlike we have seen in recent history, have put 
real pressure on the management and underwriting of life and 
annuity products.  
 
A number of insurers have limited or eliminated some 
offerings in the life and annuity market and profitability has 
been pressured significantly.  
 
A majority of life industry executives characterize this low rate 
environment as their biggest source of risk.  
 
We follow our companies closely, and they have generally 
seemed to weather the storm much better than many others. 
 
Though the impact of the sustained low rate environment will 
linger for some years as it works its way through life insurer 
balance sheets, I did notice recently that market rates are 
rising somewhat and that credit spreads are widening 
modestly.  
 
With the Federal Reserve having entered into its tapering off 
its monetary policies, it is likely that we will see rates return to 
a level consistent to where they should be given our economic 
state, including a roughly 2% anticipated inflation rate.  
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This will help ease the pressure life insurers are feeling, and 
should allow more life insurance and annuity products to come 
back to the market to satisfy public demand. 
 
On a more a cautionary note, we continue to be concerned 
about the economic and market implications for life insurers 
and health insurers, including potential assessments, 
associated with the resolution of legacy long-term care 
insurance policies.  
 
This is an area we will be monitoring quite closely. 
 
Health Insurance 
 
2013 saw the implementation of the major pieces of the 
Affordable Care Act, though not without quite a bit of 
controversy and quite a few implementation problems.  
 
My office’s goal during this time was to provide market and 
regulatory stability, and maintain Florida’s robust and 
competitive health insurance market place.   
 
This past legislative session the Florida Legislature passed 
Senate Bill 1842.  
 
This bill eliminated clear head-on conflicts between Federal 
Law and Florida Law, enabled the office to enter into a 
collaborative arrangement with Federal Regulators. 
 
As I am sure you have noticed, the rules for the Affordable Care 
Act seem to change on a daily basis.  
 
While we might hope for more stability moving forward, we 
will continue to work closely with the industry, my principals 
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and the legislature to ensure that Florida maintains its strong 
health insurance market. 
 
 
Business Development 
 
The Governor has cultivated a pro-business environment that 
is attracting businesses and jobs to Florida.  
 
The Office continues efforts aimed at encouraging business 
development in the state of Florida. These efforts promote jobs 
and growth in the insurance industry, while also leading to 
new capital investments in Florida and showcasing the state’s 
attractiveness as a place to do business.  
 
The Office also continues to improve regulatory performance 
and to promote speed-to-market.  This includes encouraging 
new businesses to incorporate or re-domesticate to Florida, to 
expand current lines of business, and to increase variety and 
competition within lines of business. 
 
In Fiscal Year 2012-2013, the Office brought 146 new entities 
to Florida. Of those, there were 41 new Certificates of 
Authority (COAs) issued and; 12 of these were domestic 
companies domiciled in Florida. 
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Closing 
 
In closing, 2013 was an interesting, but productive year for our 
industry.    
 
By and large we are beginning 2014 in better financial position 
than the previous year. 
 
There are going to be challenges but I am confident that 
working together as government and industry we will meet 
those challenges and finish the year in an even better place 
than we begin it. 
 
Thank you and enjoy the Summit. 
 

*** 


