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¥ 1dea Exchange Opening Note

Remember Orlando

har do vou get when you corral Florida property insurance
exeeutives and policymekers in s room [or an afternoon
away from the |V cameras and pundics?

The answer is: consensus Consensus on how to mave the
Floridu property insurance market lorwand.

Florida Insurance Commissioner Kevin MeCarty convened a
symposium on the state's property insurance markets in Orlindo.
The participants included domesuiv insurer execulives, un actu-
ary, an academic a consuleanr, reinsurance EXETTE, several {irizens execurives, rhe
Florida Hurricane Catastrophe Fund's director, an agent, two regulators and a cat
bemd specialise

Florida's problems are real. The state faces §55 hillion in votal cat exposure. The
state cat fund can handle abour $18 billion of that. The remaining cxposure still dwarks
the expesure of the stare wirh the nexr higgesr expozure, which is Texas ar $14 hillion
Florida's insurance problems are, of course, driven in great part by its vulnerability w
hurricanes. Bur Florida's insurance problems are not juse abour hurncanes. The soate's
property insurance systern is heing weakened by non-car evenrs as well, including sue-
ob-contral public adjusters, a rash of claims reopened from five years ago. and an explo-
sion in sinkhele clums.

The exposire is roo grear for rthe current players and rhe erare ro handle. Procpecrs
are dim lor any national catastrophe plan thar might help out.

Flarida needs to find its own way out of its mess. Most agreed chis means thar the
srate must find ways to attract lots of new privare capital and mare privare carriers
andd expertise into its mackelplace W adequately insure its exposure,

To actract capial and expertise, it aceds to do a number of things, Tt needs w show
same stabiliey in s regulatary and legislarive enviranmenr Ir needs ro allow steady
and incremental rate increases, and avoid dramatic spikes that tend w invite legishe
tive intervencion. It muse show a crue commitment oo micigation, which is the only
real way ro reduce storm losses in the long run

Then, il the state manages to provide this sort ol stable environment, it needs w ke
patient. [t will =till take time for carriers and those with capital to invest to trust the
stability. When and il & carrier or investor cotnes w trust it the state will lave w wait
apain beeause artracring just one or owa carriers will noe be enough ro make a major
difference; it will talee a number to adequarely abeorb the rislk

The apparent consensus among Lhe participants wes nol necessarily surprising,
Many of the same parries reached agreement on reforms earlier rhis year in legislarion.
That measure, however, was vetced by Gov Charlie Crist

Crist will nut be governor next year and McCarty could very well be vut as state
insurance commissioner. | hus the orhers, including the few srare lawmalers in rhe
audience who did not participate on panels but whose suppere is obviously critical,
must earry the consensus looward.

‘Translaring rhe conzenzus found in a meering room in Orlands in Ocroker inro srare .‘ﬁm
policy and lawr is easier said than done. It's 2 chal-

lenge bevause not 4l players with influence were ) f i
ar the Orlanda meering, 1hose missing included 4%3:&3‘9} ‘4}%,7..,{'6}__ S
e e {"

national insurers, reinsurers, trial lawyers, insur-

ance adjusters, consumer representatives, bome .

builders, veal esrare develapers, hame inspec- Andrew Si mpson

tors  and the next governot. southeast Editor
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