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Citizens Special Board of Governors Meeting for Risk Transfer of 5-8-26 (Meeting convened at 10:07am)

(Documents here: https://www.citizensfla.com/-/20260508-special-bog)

Board of Governors
e Carlos Beruff — Chair

Joshua Becksmith

e Jason Butts
e Charles Lydecker
e  Erin Knight
e LeAnna Cumber
e Jamie Shelton
e Robert A. Spottswood
e Frank White
1. Chairman’s Report
None
2. Chief Financial Officer Report — Jennifer Montero

Risk Transfer Executive Summary with Layer Chart

Central to Citizens’ goal of reducing exposure and, by extension, reducing or eliminating the amount and
likelihood of its assessment burden on Florida taxpayers, is the transfer of risk through various
reinsurance mechanisms. These include the Florida Hurricane Catastrophe Fund (FHCF) reimbursement
program, traditional reinsurance markets, and the capital markets. Citizens’ purchase of reinsurance
helps make its surplus and FHCF coverage last longer in the event of a major hurricane or series of
hurricanes — reducing or eliminating the probability of assessments.

Montero, noting softening conditions in traditional reinsurance and the capital markets, told the Board
that Citizens expects to find ample reinsurance and at lower prices this year, than in 2025. “This result is
primarily due to the effects of the 2022 and 2023 legislative reforms in stabilizing the insurance market,
which took time to make its way through the marketplace and show meaningful and positive changes in
the Florida market,” she said. Other marketplace positives she cited:

e Higher interest rates since COVID, encouraging reinsurers and capital market investors;
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e Significant improvements in mark to market of portfolios; and
e Manageable insured losses since 2024

In Citizens’ case, she said the Everglades Re Il 2026 pricing is coming in at the low end of the initial
pricing guidance for all three classes.

Montero recommended Citizens secure private reinsurance coverage for 2026 of approximately $2.82
billion. This coverage would be comprised of $1.53 billion of existing private risk transfer remaining
from the Everglades Re 2025, and $1.29 billion of new private risk transfer, with budgeted premiums of
approximately $280 million. Under this scenario, Citizens would expose 24% of its surplus for a 1-in-
100-year event. Surplus remaining after a 1-in-100-year storm is projected to fund a 1-in-60-year event,
additional Loss Adjustment Expense, or multiple smaller storms in this or subsequent years.

The Citizens Board last December had budgeted up to $350 million for reinsurance this year — so the
$280 million spend is significantly under that amount, with Montero noting an overall rate online that is
more than 20% lower than last year's. The total coverage, including surplus, amounts to nearly $7
billion.

2026 Preliminary Layer Chart
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See Notes and Assumptions (page 3)

There are various notes and assumptions to the above chart that you can read on page 3 here: 2026
Preliminary Layer Charts.

The proposed 2026 risk transfer layers are as follows:

e The Sliver Layer will sit alongside the FHCF. It provides approximately $160 million, in excess of
$1.05 billion, of annual, per occurrence coverage which covers personal residential and
commercial residential losses. This layer, placed in the traditional market, would work in tandem
with the mandatory coverage provided by the FHCF.


https://www.citizensfla.com/documents/20702/40580261/20260508+02+2026_Preliminary_LayerChart_050826.pdf/a3ca3375-2ac8-283c-f7c3-e54272d238a8?t=1778182776630
https://www.citizensfla.com/documents/20702/40580261/20260508+02+2026_Preliminary_LayerChart_050826.pdf/a3ca3375-2ac8-283c-f7c3-e54272d238a8?t=1778182776630

o layer 1 will sit above the Sliver Layer and the FHCF. This layer is a capital markets renewal risk
transfer placement of $225 million of coverage for personal residential and commercial
residential losses through Everglades Re Il. This is the second year for this multi-year Note
(originally placed in 2025) which provides aggregate coverage.

e Layer 2 will sit above Layer 1. This layer will provide $2.43 billion of coverage for personal
residential and commercial residential losses from the capital and traditional reinsurance
markets, as follows:

o Approximately $1.13 billion of occurrence and annual aggregate coverage from the
traditional and capital markets, and

o A capital markets renewal risk transfer placement of $1.30 billion through Everglades Re
. This is the second year for these multi-year Notes (originally placed in 2025) which
provide aggregate coverage.

This $280 million spend for about $2.82 billion of private reinsurance coverage for 2026 compares
favorably to last year’s $550 million spend for about $4.49 billion of coverage that included exposing all
of its surplus, with a potential Citizens policyholder surcharge of $42 million for a 1-in-100-year event. It
is a big difference compared to 2024, when Citizens spent $750 million to purchase $5.53 billion of
reinsurance coverage, exposing all of its surplus in a 1-in-100 event as well as a potential policyholder
surcharge of $567 million for a 1-in-100 year-event, a sentiment noted by Governor Robert Spottswood.

“Our overall exposure as a result of shedding policies, has gone down dramatically over the past three
years, am | correct?” asked Spottswood, referencing Citizens dramatic policy count drop from 1.4 million
in September 2023 to 294,811 earlier this week. “This is correct,” replied Montero. “The probable
maximum loss has gone from 12.8 billion last year to a projection this year of $5.3 billion. So that's a
reduction in PML of more than $7.5 billion.”

APPROVED
NEW BUSINESS: None

ADJOURNED: 10:17am Its next regular Board meeting is via a Zoom Webinar on Tuesday, June 23,
2026.



