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KEVIN MCCARTY
COMMISSIONER

IN THIMATTER Or CAST NO 1203G51l

SOUrIIRNOAK INSURANCE COMZANY

CONSENT ORDER

THIS CAUSE came on for consideration as a result of SOUTHERN OATC iNStJRANCE

COMPANYs Hereinafter SOUTHERN OAK proposal to remove selected personal

residential policies from CITIZENS PROPERTY INSURANCE CORPORATION hereinafter

CITIZENS which was submitted to the OFFICE OF INSURANCE REGULATION

hereinafter OFFICE for its review on August 3 5 201 I After a complete review of the entire

record and upon consideration tltereof and otherwise being fully advised in the premises the

OP11CEhereby findsrs tollowe

1 rhe C3FFICFs has jurisdiction over the subject tuatter snd ofthe parties herein

2 CI1lZ1NS has been estiblisltecl in accordance with the provisiotts of Suction

2751ti Florida Statutes as utnendcd to provide insurance for residential and cornrtteroial

property qualiCed risks ender circunasiancesseoified in the Stahtte

3 TheIegislatuce of khe State of Flotida 11AS enteted Section 62735I1 Florida

5tatutcsto cncnurage and provide a means for the depopulation of CITIZENS CITIZENS

submitted and fleeUFFICF adopted by Order No 9453U8 a plftn ofdepopulation the terms and
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conditions uponwhich this proposed Consent Order is predicated SOUTHERN OAK shall abide

by the terms and conditions of the CITIZENS depopulation plan as a condition of issuance of

this Consent Order

4 SOUTHERN OAIC is a Florida domiciled property and casualty insurance

company authorized to transact insurance inthc SttiteoIIloxida

5 On or about August 15 2011 SOUTIIIRN OAK submitted a proposal to rernovc

selected personal residential policies from CITI7INS The plan provides for an assumption of

up to ten thousand 10000 multiple peril policies horn CITIZENS personal lines account and

high risk multiple peril account SOUTHERN OAK plans to assume the CTIILINSspolicies

over a period of time subject to the approval by the OFF1Ci

6 SOUTHERN OAK understands that the selected policies to be removed from

CITIZENS on or about November 8 2011 or at a later date approved by the OFFICE and

CITIZENS will not be subject to any incentive or bonus plan pursuant to Section b273511

Florida Statutes unless 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 Ifthe OIIICL

approves a bonus plan for use by other takeout companies orfor other transactions during the

2011 policy year the bonus may be paid to SOU1IiEltNOAK in accordKnce with that plan and

agreements between SOUTHERN OAK and CITIZENS SOCJTIIIRN OAK shall enter info

appropriateagiements with Cl11LLNS to provide the following

a SOUTHERN OAK at its own expcnse shall give at least thirty 30 days

advance iwtice to affected policyholders which notice will inform policyholders ofthe need to

contact SUUTHTRN OAK before tle removal date if the policyholder desires to stay with

CIII7NS

Page 2 of I3



b SOUTHJRN OAK shall accumulate any objections and shall facilitate

the cturn of any policyholder who desires to stay in CITIZENS if that policyholder expresses

the desire to stay in CITIZENS within the thirty 30 day notice period prig to the removal of

the policy or within thirty 30 days aper the date of the policy xcmoval Policyholders shall

not be required to make additional payments nor take any action other than to expre5s the

desire to remain with ClT7ZENS in writing by electronic mail ox by telephone on or before

thirty 30 days following the elate oftheir policy rernovtil

c All commwieations with agents and policyholders regarding any policies

to be removed from CITIZENS must be done iaccordance with instructions by CPIIZENS and

the OFFICE SOUTHERN OAK shall obtain prior approval from tlic OFFICE of any letters

sent to policy holders regarding any policies to be removed from CIiIGENS

7 SOUTHERN OAK acknowledges neither approvalbyCITIZENS nor eniry into

this Consent Order by the OFFICE constitutes a guarantee the above referenced policies will

ultimately be available to SOUTHERN OAK for removal from CITIZENS as the availability of

policies for removal may vary over iine

8 SOUTIrItNOAK shall unit its actual removal of policies front CITIZENS to

the number acid type of policies autltorized by the UFFICL
i
The UFFICE will base its teview

on SOUTI1CRNOAKS reinsurance program catastrophe modeling and financial statement

projections as well as the impact on policyholders Such reinsurance program catastrophe

modeling and finfmcial statement proCles shall be based upon SnUllIERN OAKScuirectt in

force book of residential property policies SOUTHERN OAKS projected voluntary market

writings and actual number of policies available in CITI7iNS prior to the anticipated
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assumption date identified by SOUTHERN OAK as satisfying its filed and approved

underwriting guidelines

9 SOUIHIRNOAK has submitted the proposed reinsurance documentation and

financial projections for assumption of up to ten thousand 110000 multiple peril policies

expected to be assuaned on November 2011 or on subsequent dates approved by the OFIICr

and CITIZRNSEachadditional assumption ofCITIZENS policies by SOUTHERN OAK shall

be subject to advance written approval by the OFFICE

10 SOUTHERN OAKS acquisition of adequate reinsurance and ynaintenance of

executed reinsurance agreements is material to the OrFICES review and analysis of

SOUTHERN OAKS proposal to remove selected policies from CIIILENS and to the

OFFICEs approval ofthe proposal

11 The OFFICE and SOUTHERN OAK expressly waive their rights to aity hearing

in this matter the making of findings of fact and cpnclusions of law by the OFFICE and all

other and further proceedings herein to which the parties may be entitled by law or by rules of

the011ICE SOUTHERN OAK agrees not to appeal or otherwise contest this Consent Order

in any forum now or In the fiyturc available to lt

12 SOUTHERN OAK represents all explanations and documentsrade or submitted

to the OFFIC as part ofits proposal to remove selected polioies Frarn C1117ENS including all

altachnents and supplements hereto fully desccibe all transactions agreements and

understacdings relating to the moval of policies fcom CITI71NS by SOUTHERN OAK

1lowever all draft documents And noitexecutedatreements rclatint to SOUTHERN OAKS

plait shall not be deemed approved by this Consent Order until such time as executed

agreements or Iinal documents are subrnitted acid approved by the OFFICE
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13 The parties agree this Consent Order will be deemed executed when the agency

head or his designee has signed a copy ofthis Consent Order bearing signature ofSOUTHERN

OAK or its authorized representative notwithstanding the fact the Dopy was transmitted to the

OlIICE electronically SOU1H1ltN OAK agrees the signature of their representative as

aFfixcd to this Conscut Order shall be under soul ofaNotary Public

14 each party to this action shall bear its awn costs andEttorney fees

IT IS THEIEFORE ORDERED that

A Upon consideration of the proposal to remove selected policies from

CITIZENS including its attachments the OFFICE approves the proposal to remove selected

policies flora CITIZENS subject to adherence to the terms and conditions of this Consent

Order by SOUTHERN OAI

B The OrIIC approves the assumption of up to ten thousand 10000

multiple peril policies consisting of eight thousand five hundred 8500 policies from the

personal lines account and one thousand five hundred 1500 policies from the high risk

multiple peril accountfor the initial assumption starting on or about November 8 201 1 in

accordance with the proposal to remove selected policies from CITIZENS any agreements

between SOUIHERN nATC and CIT1ZlNSand this Consent Order

C Regarding all reinsurance matters relating to policies removed from

CIT1ZEN5 For a period of tlyree 3 years immediately following the date of miry of this

Consent Order S4U1FIITZIV OAK shall

i Maintain substantially the same reinsurance coverage as evidenced io the

7111CE is the proposal to xemove selected policies from CIT17ENS
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ii Submit to the OFFICE any and all replacement or additional reinsurance

agreements or amendments to reinsurance agreements that materially change the

reinsurance coverage in ci The agrectnentsamendments or plans shall be submitted o

the OFFICE for review and approval sixty 60 days prior o the date of effectuttioia of any

such agreements or atncndmcnts

iii Notify the OIIiCE of any termination of any of its reinsurance

agreements The notification shall be made to the OFIIC1 in writing sixty GO days prior to

the effective date of any such termination

iv Submit in writing t the OFFICE the proposed utilization of aty

sbstitute or additional reinsurers for the OlFICIs review and approval sixty 60 days prior to

the compatvcs Ueing utilized within SOUTHERN OAKSreinsurance program SOU1HLiZN

OAK shall further immediately submii to the OFFICE all information as requested which the

OFFICB deems necessayfor the OFFICE to complete its review ad

v Cede reinsurance or otherwise contract for reinsurance only with

reinsurers who are authorised andlor approved by the OPF1CF or such other einsurers as may

be approved in advance and in writing by the OFFICE SOUTHERN UAK shall comply with

the requirements of Section b24G10 Florida Statutes with regard to all of its reinsurance

arrangements

D Ior the throe 3 years immediately following the date ofentry of this

Consent Order SOU1IIEIZN OAK shall file with the OFlICE ou Im arutual basis no later than

tune I of each year a catastrophe loss model With probable tnaxitnum IUSS RStimacanoutrls

from a one hundredyear storm based upon the exposure information gathered fiom all of its

poNcies in force as fApril 15 of each year which would he affected by a catastrophe
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SOUTHERN OAK shall include in this fling an exposure management plan which will

identify the companys ability to provide satisfactory financial capacity to cover the companys

exposure to catastrophic hurricane loss The plan shall identify the reinsurance coverage find

surphs levels being utilized to maintain a satisfactory financial capacity with regard to

catastraptie exposure SOUTIIIItNOAK shall also include within the plan specific actions

intended to limit catastrophic exposures to the companys financial capacity Based upon the

OFFICEs review of the models and plans SOUfI1rRN OAK may be required at the

OIIICssole discretion to take catyectve action to cure any overexposure identified by the

OFFICF Such action may also include obtaining additional amounts of reinsurance coverage

as directed by the UPFICE or suspend writing of any additional business including the

CITIZENS policies

E Any and allpalicies removed from CITIZENS by SOUTHERN OATC

shall provide coverage substantially equivalent to that afforded by C1TIZ1rTTS Any and all

policies removed from CITIZENS by SOUTHERN OAK pursuant to its proposal to remove

selected policies fromCI1IZENSmust be renewable by the policyholder at approved rates and

upon the same terms at the first such reriewa auto SOUTFIIRN OAKs policy fibrin wless

such policies are cancelcttby SOUTHERN OAIC for a lawful reason

F At the time SOTTlIETZN OAK removes any policy of insurance from

C1T17EN5 50U1fIEIZN OAK shall either obtain a new policy application from each affected

policyholder or maintain in its files a copy of the policyholders application on file with

CICZENS If SUUTEiERN OAK chooses the latter option SOU1HE1tN OAI shall

nevertheless be required to obtain a new policy application from each aected policyholder no

later than twentyfour 24 months from the effective date ofany policy of insurance removed
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fmmClIIZLNS SOUTHERN OAK may not initiate any retrospective increase in rites or file

pretnium or any retrospective decrease in coverage provided uindei the assumed C11IZENS

policy if applicable as a result of the information obtained from or through the new policy

applications

G Ior a period of thxec 3 years itnmediatcly following the date of Entry of

ibis Conserii Order SOUTHLFLN OAK shall abide by the proposal to remove selected policirs

frorn C1TIENS in all material respectsturtlrrrSOUTHERN UAK shall abide by all terms

and provisions ofany agreements entered into with CITIZENS and

H Regarding required documentation to be maintained by SOUTIIERN

OAK relating to policies removed from CI1IENS

i SUUTIERN OATS is required to track all agents as well as the related

policy inforniaGon 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 mail out notices informing the palicyholders ofthe agents declination Tlus

will allow the affected policyholders t1Ye opportunity to address the declination with their agent

and possibly receive their agentsapproval in time to be incladcd in the current ttikeout

ii SOUTHERN OAIC is required to track all abcnts as well as the related

policy infotmtdinn who after discussing with the olicyhoWer decide to participate in the

takeout process and suUmit this it7formatian to Citizens by the deadline published in the revised

2010 Assumption Calendar

iii SOUTHERN OAK is requited to keep a record ofall agents who decline

participation along with an explanation for the declination
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iv When contacting an agent regarding a potential takeout policy

SOUTHERN OAK is required to provide each agent with the policy fotn to be used

appointment caratxact and a copy ofSOUIH1RN OAKS most currently available financial

statement

t SOUTHTRNOAK is required to comply with thc following requirements

when soliciting an agentspermission to patticipate in the assurnptioiz process

i SCUTIIERNOAK must utilize email and at lead ore other method for

contactic call fac or regular mail

ii SOU1HEItN OAK rnrst send out a direct solicitation to the agent of

record and copy the agency principal

iii SOUTIIL7RN OAK must provide all agents a rninimurn of lt days to

review the solicitation This will allow agents adequate time to research the company and make

an informed decision

iv SOUTHERN OAK must provide a copy of the appointment contract

SOUTHERN OAK may opt to provide the agent a link to its website containing the required

information

v SOU1HL1ZN OAK must provide a copyofthc policy form SOUTHERN

OAK may opt to provide the agent a link to its wcbsitc containing the required information

vi SOUTHIIZNOAK must provide a chart idCntifyng any difforences in

coverage from Citizens which will help both the agont acid ile policyholder in making an

informed decision

vii SOUTIIERN OAK must provide a list of policies specific to tlic anent that

it would like to assume
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viii SOUTHERN OAK must provide a contact number of qualified staff to

answer agentsquestions

ix SOUTHERN OAK must provide an overview of its strategy fnr haiadiing

claims cat and noacat

J Should the OIFICE determine SOU1TEItN OAT has failed to matcritttly

comply with tcins of this Consent Order the proposal to remove selected policies from

CITIZENS including its attachments and amendments thereto as submitted io the OIFTCE or

terms of any agreements with CITIZENS SOUTIIER1V OAK shall upon receip of notice of

such material uoncompliance have sixty 60 days to cure its materialnoncornpliance In the

event SOUTHERN OAK fails to cure any such material cooncompliance within the sixty 60

day period SOiJ7HE12N OAK expressly agrees the OFFICI 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 other sanctions authorized by statute

rule or restrictions as may Ue deemed appropriate by the OFFICE
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WHEREFORE fhc proposal to remove up to ten thousand 10000 multiple peril

policies consisting of eight thousand hve hundred 8500 policies from the personal lines

account and one thousand hve hundred1500 policies from the high risk multiple peril accoun

for the initial assumption starting ou or about November 8 2011 subject to the terms and

conditions ofthis Consent0der are hereby APPTtOVTn

Ft1ItIIIER all terms and conditions contained herein are hereby URUElll

DONE and ORDERED his day of 2011

G
G

Kevin MMcCaftyCommission
Office of Insurance Regulation
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By execution hereof SOJTlIERN OAK INSURANCE COMPANY consents to entry of
this Consent Order agrees without reservation to all of the above terms and conditions aldshall
be bound by all provisions therein The undersigned represents that ho has the authority to bind
SOUTHERN OAK INSURANCE COMPANY to the teinisand conditions ofthis Consent
Order

Corporate Seat

STATE OF

COUNTY OF

SOU11EIZIJOAK 1NSUIZANCE COMPANY

C

Iony L g an l ident

The foregoing instrument was acknowledged before me this day of 2011
byollclLou gran as firrd

name rpers

atypt
ofouthority ogofficer IrusleC attorney in fact

for I1QL ertcompanyneur

ROBIN lPARKER

Notary Public Siate of Florida

My comm exp July 21 2012

comm No Dfl 807996

Signntare oftlio Nolory

hrirti Typo or Stnmp Commissioned Nnme ofNotary

PcrsonllyKnown OR 1roduced Identification
Type of Identification Produced
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COPIESIUtNISHEDIO

Bobbi Scott Depopulation Manager
Citizens Property Insurance Corporation
Corporate Ufces
101 North Monroe Street Suite 1000

Tallahassee FI 32301

f3obbiScotcitizensftacom

Mr1ony Loughmttn President
Southern Oak Insurance Company
76 South Iraura Street Strite 1702
JacksonvillelL32202

TonyLoultnansoutlicrnnakitycom

Carolyn Morgan ChiefAnalyst
PC Financial Oversight
200 trast Gaines Street

Tallahassee FL 323990329

llavid Altmaier financial AnatystAnalyst Supervisor
PC Financial Oversight
200 East Gaines Street

Tallahassee FL 323990329

Jason Nelson Assistant General Counsel
Office ofInsurance Regulation
Legal ServicesOfIice
012 Larson Building
200 East Gaines Street

lIlaliassee FI 323990333
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