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In the 20-year period between 1990 and 2009, total exposure to loss in the

residual market (FAIR & Beach/Windstorm) Plans has surged from $54.7
billion in 1990 to $703.0 billion in 2009.

Source: PIPSO; Insurance Information Institute (I.1.1.).
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In the 20-year period between 1990 and 2009, the total number of policies in-

force in the residual market (FAIR & Beach/Windstorm) Plans has more than
doubled.

Source: PIPSO; Insurance Information Institute
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In the 20-year period between 1990 and 2009, the total number of policies in-

force in the nation’s FAIR Plans tripled.

Source: PIPSO; Insurance Information Institute




U.S. FAIR Plans Exposure to Loss i
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$800 { Plans has surged from $54.7bn in 1990 to $703.0 billion in 2009.

$700 - $684.8

$601.9 M $612.76149
$600 -
$500 -
$400.4;
387.8
$400 1 $345.9
$300 $269.6
170.1
$200 $ $14o 7
$96.5 $113 3
$100 '$4o 2
30 .

1990 1995 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
In the 20-year period between 1990 and 2009, total exposure to loss in the

FAIR Plans has surged by a massive 1,430 percent from $40.2 billion in 1990
to $614.9 billion in 2009.

Source: PIPSO; Insurance Information Institute
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In 2002 Florida combined its Windstorm and Joint Underwriting Association to
create Florida Citizens, so Florida data shifted to the FAIR plans from this date.
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FAIR Plan Operating Gains/Losses 1990-2009
(Millions of Dollars)
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Source: PIPSO:;

In the course of the last four years
(2006-2009) the FAIR plans have

Il reported an aggregate operating gain, $3,579.4
after successive operating losses in
- 2005 and 2004.
i $1,861.0
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The FAIR plans’ aggregate
- | operating loss between 1995 and '$1’50_8$$ 860.3
2005 ballooned by 3584 percent. ’ '
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Insurance Information Institute.




FAIR/Beach Plan Earned Premium as % of Overall
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Source: U.S. Census Bureau, accessed at http://www.census.gov/population/projections/PressTab1.xls



Leading States in Coastal Population Growth, rz==msuec
1980-2003 i

INSTITUTE

Florida 75%
Alaska 63%
Washington 54%
Between 1980 and 2003, total
Texas 52% .
coastal population grew by 33
Virginia 48% m|II|on people, or 28 percent.
J ’ Florida — at 75% — had the
California 47% greatest percent population
change.
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South Carolina 33%
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Source: U.S. Census Bureau and NOAA
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Public Attitude Monitor 2006: Unfairness of
Policyholder Subsidies F1] meomeion
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Growth in residual market mechanisms may be due in part
to implicit support of residents of coastal communities.
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Public Attitude Monitor 2006; Unfairness of
Taxpayer Subsidies I el

Some 59% of those living in interior counties and 61% in
noncoastal states think taxpayer-subsidized insurance is unfair,
compared to just 51% of those living in coastal counties.
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FAIR Plan Operating Gains/Losses 1990-2009
(Millions of Dollars)
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In the course of the last four years
(2006-2009) the FAIR plans have

Il reported an aggregate operating gain, $3,579.4
after successive operating losses in
- 2005 and 2004.
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The FAIR plans’ aggregate
- | operating loss between 1995 and '$1’50_8$$ 860.3
2005 ballooned by 3584 percent. ’ '
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Insurance Information Institute.




Residual Market Plan Estimated Deficits

2004/2005 (Millions of Dollars)
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Catastrophe Fund
(FHCF)

[12004 W 2005

Mississippi
Windstorm
Underwriting
Florida Citizens Louisiana Citizens  Association (MWUA)
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The impact of Hurricane Katrina pushed
all of the residual market property plans

in the affected states into deficits for
2005, following an already record
-$1,770 hurricane loss year in 2004.

* MWUA est. deficit for 2005 comprises $545m in assessments plus $50m in Federal Aid.

Source: Insurance Information Institute
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Since its creation in 2002, total exposure to loss in Florida Citizens has

increased by 163 percent, from $154.6 billion to $406 billion in 2009.

Source: PIPSO; Insurance Information Institute (I.1.1.).
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$2,458.6
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Louisiana had $224.4 billion in insured

coastal property exposure in 2007, 7t
highest of any hurricane-exposed state.
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Mississippi Windstorm Plan: Exposure to
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Source: PIPSO:; Insurance Information Institute




Texas Windstorm Insurance Association (TWIA):
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TWIA’s exposure to loss for building &
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Source: TWIA, Texas Department of Insurance, Southwestern Insurance Information Services (SIIS)




Texas Windstorm Insurance Association (TWIA),
Total Exposure to Loss (Millions of Dollars)
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By September 30, 2010, TWIA'’s total

exposure had surged to $74.1 billion.
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Source: TWIA at 09/30/10, Texas Department of Insurance

ALE/Business Income



Texas Windstorm Insurance Association (TWIA s wsume:
New Financial Structure I

INSTITUTE
Temas Windstorm Insurance Association

Funding as Provided by HE 2408
per Conference Commities Report
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and Surcharges to Catasfrophe Area PE&C Policyholders (F0%)
{Estimated Annual Assessment = $40 milliomn;
Estimated Annual Surcharge = 2.8% of PE&C Premiums)

event bonding layers.
The new structure
eliminated the unlimited
assessment on TWIA
stom member insurers and
does not call for TWIA to
purchase reinsurance.
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Repaid by TWLA Premiums 10-Year
[{Estimated Annual Cost = 40% of TWLA Premiums) Stomm
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Motes: Storm frequencies based on an average of AR and RMS modelsd losses using TWIA exposures as of 12/21/08
EBond costs estimated based on 10-year terms and 5% inkerest

Est mated annual costs assume the maximum amcunt of each class of bonds are issued
aaaaaa | mstruments, including commercial paper, may be used o pay losses unt’ post-event bonds ars isswaed

Source: Southwestern Insurance Information Institute (SIIS)



Massachusetts FAIR Plan Policy Count
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In the 20-year period between 1990
and 2010, the number of policies in
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Source: PIPSO:; Insurance Information Institute




Massachusetts FAIR Plan Exposure to Loss
(Billions of Dollars)
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Massachusetts FAIR Plan Operating Gain or Loss
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