
 
 

 
Florida Preferred Property Insurance Company 

 
INSOLVENCY REPORT 

 
     February 12, 2016 
 
 
Fred Staubitz 
Accounting Manager 
Florida Department of Financial Services 
Division of Rehabilitation and Liquidation 
P.O. Box 110 
Tallahassee, Florida 32302-0110 
 
Receivership Information/Reference:  
Name of Receivership   Florida Preferred Property Insurance Company  
Receivership Number   510 
Date of Rehabilitation   Not Applicable 
Date of Liquidation   June 1, 2006  
Guaranty Association   Florida Insurance Guarantee Association (“FIGA”)  
  
Scope:  
 
As provided in the Amendment to the Provider Contract between the "Receiver of Florida 
Preferred Property Insurance Company", (the Receiver being the Florida Department of Financial 
Services, Division of Rehabilitation and Liquidation), hereinafter referred to as "RECEIVER", and 
Berkowitz Pollack Brant Advisors and Accountants (“BPB”), (formerly known as Berkowitz Dick 
Pollack & Brant Certified Public Accountants and Consultants, LLP), hereinafter referred to as 
"PROVIDER" effective August 4, 2015, under Section 5, SCOPE OF WORK, states in part: 
 
1) Prepare an insolvency summary report ("Insolvency Report"), pursuant to the requirements of 

631.398(3), Florida Statutes, relating to the history and causes of insolvency, including a 
statement of the business practices of Florida Preferred Property Insurance Company, which 
led to its insolvency. 
 

2) For the Receivership of Florida Preferred Property Insurance Company, (“FPPIC”) 
PROVIDER will review Florida Preferred Property Insurance Company's records in the 
RECEIVER's possession for information relating to the cause(s) of Florida Preferred Property 
Insurance Company's insolvency and prepare and submit an approved, written summary report 
on those causes. 
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The authority under which the insolvency report is written is Section 631.398, Florida Statutes 
which states as follows: 
   
	
The	2006	Florida	Statutes	

 
 
 

  

Title XXXVII  
 

INSURANCE 

Chapter 631 
 

INSURER INSOLVENCY; GUARANTY OF PAYMENT 

 

 

 

631.398  Prevention of insolvencies.--To aid in the detection and prevention of insurer 
insolvencies or impairments:  

(1)  Any member insurer; agent, employee, or member of the board of directors; or 
representative of any insurance guaranty association may make reports and recommendations to 
the department or office upon any matter germane to the solvency, liquidation, rehabilitation, or 
conservation of any member insurer or germane to the solvency of any company seeking to do an 
insurance business in this state. Such reports and recommendations are confidential and exempt 
from the provisions of s. 119.07(1) until the termination of a delinquency proceeding.  

(2)  The office shall:  

(a)  Report to the board of directors of the appropriate insurance guaranty association when it has 
reasonable cause to believe from any examination, whether completed or in process, of any 
member insurer that such insurer may be an impaired or insolvent insurer.  

(b)  Seek the advice and recommendations of the board of directors of the appropriate insurance 
guaranty association concerning any matter affecting the duties and responsibilities of the office in 
relation to the financial condition of member companies and companies seeking admission to 
transact insurance business in this state.  

(3)  The department shall, no later than the conclusion of any domestic insurer insolvency 
proceeding, prepare a summary report containing such information as is in its possession relating 
to the history and causes of such insolvency, including a statement of the business practices of 
such insurer which led to such insolvency.  

History.--ss. 28, 39, ch. 83-38; ss. 187, 188, ch. 91-108; s. 4, ch. 91-429; ss. 2, 6, ch. 93-118; s. 385, ch. 96-406; 
s. 1351, ch. 2003-261.  
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The	 locations	 and	 dates	 of	 our	 review	 of	 files	 in	 the	 RECEIVER's	
possession	were	as	follows:	
	
Beginning in October 2009, the Receiver produced the records of FPPIC electronically to 
employees of BPB, Richard A. Pollack, CPA, David J. Siegel, CPA and Martin Prinsloo, CPA. 
The accounting and business records of FPPIC, Poe Financial Group, Inc. (“PFG”), Poe Insurance 
Managers, LLC (“PIM”), Mariah Claims Services, Inc. (“Mariah”) and other affiliates of FPPIC 
were produced to BPB by the Receiver as needed and utilized by employees of BPB to assist the 
Receiver and Receiver’s Counsel. 
	
Business:	Historical	information	related	to	the	company	is	as	follows:	
	
1. Date and Location of Incorporation: Originally incorporated in the State of Florida in 2002 

as Florida Preferred Property Insurance Company.  
 

2. Date Company began doing business in Florida: During 2002 the Company applied for and 
was issued a Certificate of Authority by the Florida Office of Insurance Regulation to operate 
as a property and casualty insurance company in the State of Florida. The Company began 
operations in March 2003.1  

 
3. Lines of business: The Company was licensed to write homeowners, fire, allied and several 

other lines of insurance in the state of Florida.2  
 

4. Certificates of Authority: The Company was granted a Certificate of Authority by the Florida 
Office of Insurance Regulation (“OIR”) to operate as a property and casualty insurance 
company in February 2003.3 

 
5. Geographic Areas: The Company's geographic area of insurance coverage was Florida. 

 
6. Operating Results: According to the 2005 Annual Statement and the March 31, 2006 

Quarterly Statement of the company: 
a) Net Premiums Earned4 were $9,486,104 for the three months ended 3/31/2006 and 

$25,843,100 for the year ended December 31, 2005. 
b) Net Underwriting Losses5 were $(6,601,254) for the three months ended 3/31/2006, and 

$(22,473,292) for the year ended December 31, 2005. 

                                                 
1. Per Independent Auditors’ Report, Note 1. Issued by Deloitte & Touche LLP on March 29, 2005. 
2. ibid. 
3. Per note 29 of the Company’s Quarterly Statement as of March 31, 2003. 
4. Net of reinsurance.  
5. ibid.  
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c) Net Income (Loss) was $(4,861,046) for the three months ended 3/31/2006 and 

$(19,787,826) for the year ended December 31, 2005. 
 

7. Ownership: 
In 2002 FPPIC became a wholly owned subsidiary of Poe Insurance Holdings, Inc. (“PIH”). 
PIH is a wholly owned subsidiary of PFG, a Florida Corporation.6  

 
8. Affiliates  

All of FPPIC’s direct written premium business was processed by PIM. PIM was a managing 
general agency owned by PFG. Mariah, a wholly owned subsidiary of PFG, managed all of 
FPPIC’s claims processing operations.7 

Management:	People	involved	with	the	ownership	and	management	of	
the	Company	were	as	follows:8	
 

Name: William F. Poe, Sr. 
Job Title: President, Director 
Dates of Employment: 2002 to 2006 
 
Name: Charles E. Poe 
Job Title: Treasurer, Director 
Dates of Employment: 2002 to 2006 
 
Name: Thomas S. Krzesinski 
Job Title: Secretary 
Dates of Employment: 2002 to 2006 
 
Name: Jan J. Meder 
Job Title: Chief Financial Officer, Director 
Dates of Employment: 2002 to 2006 
 
Name: David E. Gough 
Job Title: Senior Vice President 
Dates of Employment: 2002 to 2006 
 
Name: James E. Wurderman 
Job Title: Chairman, Director 
Dates of Employment: 2002 to 2006 

                                                 
6. Per Schedule Y of the Company’s March 31, 2003 Quarterly Statement. 
7. Per Independent Auditors’ Report, Note 1. Issued by Deloitte & Touche LLP on March 29, 2005. 
8. Per FPPIC’s Quarterly Statement as of March 31, 2006. 
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Name: William F. Poe Jr. 
Job Title: Director 
Dates of Employment: 2002 to 2006 
 

Background/Events	of	Impact:	
		
FPPIC suffered extensive losses from eight hurricanes that struck Florida in 2004 and 2005. The 
Company’s capital and surplus was below risk based capital levels as reported as of December 31, 
2005. The company recorded adverse loss development from 2005 in the first quarter of 2006 and 
reported impaired capital and surplus as of March 31, 2006. FPPIC was unable to obtain additional 
capital and DFS filed a petition to place FPPIC in liquidation. FPPIC was Court ordered into 
Receivership for purposes of liquidation effective June 1, 2006.9 
	
Underwriting	Results:		
	
According to the FPPIC’s Financial Statements, there were Net Underwriting Losses of 
$(30,013,783) for 2004, $(22,473,292) for 2005 and $(6,601,254) for the three months ended 
March 31, 2006.  
	
Reinsurance:	
	
Quota Share:  
 
FPPIC was covered by a 95% quota share reinsurance contract covering residential policies written 
for property in South Florida. This reinsurance contract was in effect from January 1, 2004 until 
June 30, 2005.  For all other residential policies FPPIC was covered by a 60% quota share 
reinsurance contract for the period of July 1, 2004 to June 30, 2005. The 95% and 60% quota share 
agreements were replaced with 78.025% of residential quota share reinsurance coverage for the 
period of July 1, 2005 to June 30, 2006. 
 
Catastrophe Excess of Loss:  
 
FPPIC had a Personal Lines Catastrophe Excess of Loss Reinsurance Contract effective July 1, 
2005 through July 1, 2006. The contract was by occurrence or hurricane with one layer of $150 
million in excess of $150 million. The contract allowed for one reinstatement of the occurrence 
limit for an additional 100% of premium.  
 
As a Florida property insurer, the Company participated in the Florida Hurricane Catastrophe Fund 
(“FHCF”), a mandatory state pool. The FHCF provided per occurrence reinsurance coverage to 
the Company in the event of hurricane losses exceeding certain limits. FPPIC contracted for the 

                                                 
9. Per FPPIC company information on the Receiver’s website -
http://myfloridacfo.com/Division/Receiver/Companies/floridapreferred/CompanyInformation.htm 
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maximum coverage amount of 90% for both 2004 and 2005. 
	
Financial	Highlights:  
 
The following financial information is per the 2005 Annual Statement, which includes 2004 
amounts, and the March 31, 2006 Quarterly Statement of the Company: 
 

Description 
Year Ended 
12/31/2004 

Year Ended 
12/31/2005 

3 Mos. Ended 
3/31/2006 

     
Total Admitted Assets  $   40,355,026     $     53,296,850      $       70,390,347 

     
Total Liabilities          33,660,533        47,391,362           69,390,159 

     

Surplus (Deficit)   $   6,694,493  $    5,905,488  $      1,000,188

     
Premiums Earned  $    12,467,065   $   25,843,100        $  9,486,104  

     
Total Underwriting Deductions       (42,480,848)       (48,318,392)         (16,087,368)

     
Net Underwriting Loss  $(30,013,783) $(22,473,292) $(6,601,254)

    
Net Investment Gain         212,287 448,467            1,079,768

     
Other Income                 21                  1,878  2   
 
Federal and foreign income taxes 
incurred, (Recovered)  (2,619,434)         (2,235,121)  (660,438)

Net Loss  $   (27,182,041)   $    (19,787,826)  $     (4,861,046)

   

	
Causes	of	Insolvency:	
	
FPPIC was incorporated and received its certificate of authority from the DFS in 2002. The 
Company began operations in March 2003 writing insurance in Florida through a network of 
independent agents. FPPIC was a wholly owned subsidiary of PIH. PIH was a wholly owned 
subsidiary of PFG. All of the Company’s direct written business was processed by PIM and all 
claims were managed by Mariah, affiliates of FPPIC.10 
 

                                                 
10. Per Independent Auditors’ Report, Note 1. Issued by Deloitte & Touche LLP on March 29, 2005. 
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FPPIC reported net income of $413,838 for 2003, its first year of operations and net income of 
$530,748 for the six months ended June 30, 2004. A net loss of $(11,020,824) was reported for the 
nine months ended September 30, 2004 after four hurricanes (hurricanes Charley, Francis, Jeanne 
and Ivan) made landfall in Florida in the third quarter of 2004.   
 
FPPIC reported Capital Surplus of $16,386,855 as of June 30, 2004. FPPIC recorded losses for the 
remainder of 2004 and surplus was reduced to $6,694,493 as reported in its 2004 Annual 
Statement.  FPPIC continued to record losses from the 2004 hurricanes and reported adverse loss 
development in every quarter of 2005. 
 
Four more hurricanes made landfall in Florida in 2005, (hurricanes Dennis, Katrina, Rita and 
Wilma); hurricane Wilma was by far the costliest. FPPIC reported a loss of $(19,787,826) for the 
year ended December 31, 2005 and an additional loss of $(4,861,046) for the first quarter of 2006. 
FPPIC’s net loss for the quarter ended 3/31/2006 was attributable to approximately $8 million of 
adverse loss development from losses that occurred prior to the quarter ended March 31, 2006. 
 
Adverse loss development occurs when estimates for unpaid claims are understated in the period 
in which the loss occurs. Under statutory accounting principles, the cost of claims must be recorded 
in the period in which the loss event occurred. Unpaid claim costs must be estimated and recorded 
as both an expense and a liability as of the financial statement reporting date.  If the estimate for 
unpaid claims is understated, the cost of the claims over and above the estimate is recorded in the 
period in which it is paid or recognized, causing the expense to be recorded in the wrong period. 
FPPIC consistently underestimated and under-reported the cost of the 2004 claims understating 
the loss in 2004 and overstating FPPIC’s Surplus as of December 31, 2004. 
 
FPPIC reported adverse loss development in its statutory filings after December 31, 2004 as 
follows: 
 
Period ended as of - March 31, 2005 -  $ 4.214 million 
           June 30, 2005 -  $ 6.047 million 
           September 30, 2005 -  $ 7.509 million 
           December 31, 2005 - $ 8.831 million 
 
FPPIC reported adverse loss development after December 31, 2005 as follows: 
 
Quarter ended - March 31, 2006 -   $ 7.926 million 
 
The Receiver’s investigation of FPPIC’s accounting practices found that the understatement of 
FPPIC’s loss reserves as of December 31, 2004 was significant and that other accounting 
irregularities including improperly accounting for premium payments received from PIM as capital 
contributions also occurred. The Receiver filed complaints seeking the recovery of damages from 
FPPIC’s professionals, officers and directors which resulted in settlements and recoveries for the 
FPPIC Estate.  
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Summary	and	Conclusion:		
	
FPPIC was a Florida corporation that was formed in 2002 and was headquartered in Tampa, 
Florida. Authorized as a domestic property and casualty insurer, FPPIC wrote homeowners multi-
peril, allied lines and fire insurance coverage. In May 2006 FPPIC reported an impaired financial 
condition on its Quarterly Statement as of March 31, 2006. As a result of its financial condition, 
the Company ceased offering new and renewal policies on or about June 1, 2006.  FPPIC was 
found to be insolvent and ordered into liquidation on June 1, 2006. As of June 1, 2006 FPPIC had 
approximately 144,000 policies in force.  
 
In conjunction with the OIR, FIGA and Citizens, the Receiver developed a plan to provide for an 
orderly transition of eligible policyholders from FPPIC to other insurers or to Citizens. The plan 
was submitted to and approved by the Court on June 2, 2006. Under the Liquidation Plan, eligible 
policyholders were automatically transitioned to Citizens effective July 1, 2006 without the need 
for a new application or additional underwriting review. Effective June 1, 2006, the Second 
Judicial Circuit Court in Leon County, Florida, entered orders placing FPPIC in receivership for 
purposes of liquidation. The Florida Department of Financial Services is the court-appointed 
Receiver of FPPIC. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Insolvency Summary Report – Florida Preferred Property Insurance Company Feb. 12, 2016 
Page 9 
 

 
 
 
 
 
 
 
 

 
 
 
 
 

APPENDIX 
 

Statutory Annual Statement as of December 31, 2005, pages 10 – 100. 
 

Statutory Quarterly Statement as of March 31, 2006, pages 101 – 124. 
 
 








































































































































































































































