Meeting of the Governing Committee
Texas FAIR Plan Association g
Teleconference/Web Conference
February 13, 2023
Moody Gardens Hotel
7 Hope Blvd.
Galveston, TX
3:00 p.m.

Interested parties can listen to the meeting live by going to www.texasfairplan.org.
Go to “About Us/Board Meetings” and access the video conferencing website with
instructions available on www.texasfairplan.org.

*Indicates item on which the General Manager believes the TFPA Governing Committee is likely
to take action. However, the governing committee may take action on any item that
appears on this agenda.

1. Call to Order — Reminder of the Anti-Trust Statement
A. Welcoming Remarks — Mark Solomon 5 minutes
B. Reminder of Anti-Trust Statement — Mark Solomon or Counsel
C. Meeting Format Information — Kristina Donley

2. Approve the Minutes from Prior Governing Committee Meeting 5 minutes
— Mark Solomon — Action/Vote Likely*

3. TFPA Operational Highlights — David Durden 5 minutes

4. Financial 30 minutes
A. Report of the Secretary/Treasurer — David Nardecchia — Action/Vote Likely*
1. Income Statement
2. Management Discussion and Analysis
B. Financial Statement Review by Staff — Stuart Harbour

1. Income Statement and Expense Statement
2. Balance Sheet
3. Cash & Short-Term Investments
4. Cash Flow Statement
5. Historical Data
5. Actuarial = Jim Murphy 15 minutes

A. Reserve Adequacy

B. Policy Count/Exposures

C. Appointment of Actuary and Qualification Documentation — Action/Vote Likely*
D. Rate Filing Update

6. Internal Audit Status & Update — Bruce Zaret — Weaver 10 minutes
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7. Underwriting — Michael Ledwik 10 minutes
A. Service Results
B. Agent Audits
C. Adjustment of Limits of Liability

8. Claims 15 minutes
A. Claims Operations — Overview — Dave Williams
B. Litigation Summary —Jessica Crass

9. TFPA Operations 20 minutes
A. IT System Enhancements — Camron Malik
B. Legislative Affairs Update — David Durden

10. Closed Session (Governing Committee Only) 10 minutes
A. Personnel Issues
B. Legal Advice

11. Matters Deliberated in Closed Session That May Require Action, 5 minutes
if any, of the Governing Committee — Action/Vote Likely*

12. Future Meetings — David Durden 5 minutes
e May 22, 2023 — Marriott South — Austin
e August 7,2023 — Tremont House — Galveston
e December 2023 -TBD

13. Committees — Mark Solomon 5 minutes
14. Adjourn
Estimated Total Length of Meeting 2 hours 20 minutes
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1. Call to Order
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Anti-Trust Statement

The creation and operation of the Fair Access to Insurance Requirements (FAIR) Plan
Association is authorized under Article 21.49A (now Chapter 2211) of the Texas Insurance
Code. The Governing Committee is authorized to administer the FAIR Plan.

When involved in meetings or other activities of the FAIR Plan, Governing Committee
members and insurer and agent participants are bound to limit their discussions and actions to
matters relating solely to the business of the FAIR Plan and shall not discuss or pursue the
business interests of individual insurers, agents, or others. There should be no discussions of
or agreements to act that serve to restrain competition. This prohibition includes the exchange
of information concerning individual company rates, coverage, market practices, claim
settlement practices and other competitive aspects of individual company operations. Each
member is obligated to speak up immediately for the purpose of preventing any discussion of
any of the foregoing subjects. Counsel is asked to help us be mindful of these restraints and to
alert us when our discussion goes into any of the prohibited subject areas.

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org



2. Approve the Minutes



Minutes of the Texas FAIR Plan Association
Governing Committee Meeting
Teleconference/Webinar
Omni Hotel
900 North Shoreline Blvd.
Corpus Christi, TX 78401

December 12, 2022

The Following Governing Committee Members were Present, Representing:

1. Mark Solomon (Chair) Agent Member

2. Wendy Mueller (Vice Chair) State Farm

3. Debbie King AmTrust

4. Frank Baumann Public Member

5. Georgia Neblett Public Member

6. Tim McCarthy Texas Farm Bureau
7. David Nardecchia (Secretary/Treasurer) Public Member

8. John Miletti Travelers

9. Danny Pringle USAA

10. E. Jay Sherlock Public Member
11. Marianne Baker Ex-Officio Non-Voting Member, TDI

The Following TFPA Staff, Counsel, and Agents were Present:

1. David Durden, General Manager TFPA
2. John Polak, Outgoing General Manager TFPA
3. Stuart Harbour, Chief Financial Officer TFPA
4. Jessica Crass, VP Underwriting TFPA
5. Dave Williams, VP Claims TFPA
6. Camron Malik, Chief Information Officer TFPA
7. JD Lester, VP Human Resources TFPA
8. Jim Murphy, Chief Actuary TFPA
9. Cindy Watkins, Acting VP Legal TFPA
10. Amy Koehl, Senior Project Administrator TFPA
11. Kristina Donley, Senior Instructional Designer TFPA
12. Mike Perkins, Association Counsel Perkins Law Group, PLLC

The Following Guests Were Present:

1. Dan Dick Aon

2. George Taylor F.B. Taylor Insurance
3. Allen Cashin Gallagher Re

4. Jessica Davidson TFPA

5. Brett Nabors Weaver

6. Bruce Zaret Weaver
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The Association’s Webinar Tool Attendance Report Indicates the Following Attendees

were Online:

1. Eric Casas 9. Michael Modica

2. Angie Cervantes 10. David Muckerheide
3. Ebony Cormier 11. Daniel Paschal

4. Matt Diamond 12. Elisabeth Ret

5. Angela Fang 13. Brian Ryder

6. Allen Fulkerson 14. Kenisha Schuster
7. Sara Hays 15. Anna Stafford

8. Clarisse Lilley 16. Aaron Taylor

1. Call to Order: Chairman Mark Solomon called the meeting to order at 3:00 p.m.
Governing Committee members were provided with a copy of the anti-trust
statement and reminded of the prohibitions in the statement by counsel. Anna
Stafford provided housekeeping information to the attendees. Mr. Durden
announced that Jessica Crass would assume the Vice President of Legal and
Compliance position. Mike Ledwik will fill in as the Acting Vice President of
Underwriting.

2. Approval of the Minutes from Prior Governing Committee Meeting: Mr. Baumann
moved to approve the minutes from the August 1, 2022 and the November 9, 2022
meetings. Ms. Neblett seconded the motion. The motion passed.

3. TFPA Operational Highlights: Mr. Durden reported the Association remains below plan
on operating expenses and above plan on net gain from operations in Q3 2022. All
strategic initiatives are on track to be completed by the scheduled deadlines.
Underwriting and claim service levels exceeded turnaround time and quality standards.
Litigated claims and complaints remain well below plan in Q3 2022.

4. Financial:

A. Report of the Secretary/Treasurer: Mr. Nardecchia reviewed the Treasurer’s Report.
Mr. Nardecchia moved to accept the report. Ms. Neblett seconded the motion. The
motion passed.

B. Financial Statement Review by Staff: Direct written premiums for the nine months
ended September 30, 2022 were $59.8 million, a decrease of $102,000 or 0.02% from
the same period in the prior year. Direct written premium was $1.7 million higher
than the budgeted $58.1 million. Policies in force totaled 61,976 or 28 policies under
the budget of 62,004. At year end 2021, policies in force totaled 66,512.

Direct premiums earned through September 2022 were $56.2 million or $2.2 million
(3.7%) lower than the same period in 2021 and $349,000 lower than the budget of
$56.5 million.

The TFPA 2022-2023 reinsurance program was placed through our broker Arthur J.
Gallagher and incepted on July 1, 2022. The new program provides coverage of $335
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million in excess of a $30 million initial retention and includes a “second event” cover
that reduces the net retention to $10 million. Reinstatement premium protection
was also purchased with the program. Ceded earned premiums through September
30, 2022 totaled $21.5 million which was above budget by $431,000. Ceded
premium is generally written in July of each year and earned throughout the
following twelve-month period. Ceded premium written for 2022-2023 was higher
than budget by $3.9 million and will reduce net earned premium versus budget as
this ceded amount is earned over the subsequent year.

Net premium earned for the nine months ended September 30, 2022 was $34.7
million, which was below budget by $781,000.

Year to date direct losses and LAE totaled $20.0 million, which was below budget by
$759,000. The favorable 2022 spring storm season contributed to the better than
expected loss results. The September YTD loss and LAE ratio of 35.6% was below the
budgeted rate of 36.7%.

Year to date operating expense of $8.5 million was under budget by $808,000.
Notable expense items under budget include salaries & wages ($425,000), employee
benefits (5115,000), other services (5131,000) and rental and maintenance
(5203,000).

Commission expense and premium taxes year to date were above budget by a
combined $222,000 or 3.1%.

September 2022 year to date gross investment income totaled $102,000, which was
above the budgeted amount. Investment yields have improved rapidly in recent
months to 2% and above for money market mutual funds as the Federal Reserve
raises interest rates to combat the current high levels of inflation.

The ending surplus as of September 30, 2022 was $3.4 million. Surplus was reduced
by $140,000 year to date due to an increase in non-admitted assets related to
prepayments.

5. Actuarial:

A. Reserve Adequacy: TFPA actuarial staff has completed a review of Texas FAIR Plan
Association loss and loss adjustment expense reserves as of September 30, 2022.
Based on this review, the indicated ultimate cost of Hurricane Harvey is $84.3
million, remaining very close to the previous quarterly review. Due to uncertainties
surrounding the adequacy of case reserves and the outcomes of disputed claims, the
selected ultimate gross loss and expense estimate has been maintained at $85
million.

As of September 30, 2022, TFPA carried $17.2 million in total gross loss and loss
adjustment expense reserves with $4.3 million of the total gross losses and expenses

3
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reserves ceded to reinsurance companies rated A- or better by A.M. Best Company.
Collectability risk has been reviewed and found to be immaterial relative to total
gross reserve.

In the opinion of the senior actuary, the Association’s net reserves met the
requirements of the insurance laws of Texas, were consistent with reserves
computed in accordance with accepted actuarial standards and principles and made a
reasonable provision for all combined unpaid loss and loss expense obligations of the
Association under the terms of its contracts and agreements. In the opinion of the
senior actuary on the loss and loss adjustment expense reserves net of ceded
reinsurance assumes that all ceded reinsurance is valid and collectible.

Policy Count/Exposures: Policy counts are declining about 10% year over year.
Annual Rate Review: TFPA actuarial staff has updated its analysis of TFPA indicated
rate needs. The methodology used in this analysis is consistent with that used in
previous rate analyses. The analysis incorporated the most current data for loss
experience and operating expenses as of December 31, 2021. Modeled catastrophe
exposures as of March 31, 2022, projected 2023 operating expenses and the
projected cost of the 2023-2024 reinsurance program have also been incorporated.

Primary drives of indicated rates are adverse loss experience in the most recent
accident period, an increased allocation to operating expense provisions and an
expected increase in reinsurance costs for the 2023-2024 reinsurance program.

Mr. Murphy recommended the TFPA Governing Committee file for the full actuarial
indications for all policy forms, limited to no more than a 10% change in any territory,
to be effective August 1, 2023. Mr. Baumann moved to approve the increase. Ms.
Mueller seconded the motion. The motion passed unanimously.

Reinsurance Market Update: Allen Cashin, Joey Walker and Alicia Gerte provided an
update on the reinsurance market. Mr. Cashin said things will be telling in the first 60
days of 2023.

6. Internal Audit:

A.

Internal Audit Status Update: Current internal audit activities include information
security, business continuity of operations — information technology, reinsurance,
continuity of operations — business operations, human resources, payroll, claims and
risk assessment and audit plan update. Upcoming activities include plan of
operation, accounts payable and expense processing and accounts receivable.
Internal Audit Risk Assessment: Mr. Zaret reviewed the internal audit risk
assessment. The risk assessment has been completed for the purpose of developing
an internal audit plan. The risk assessment is not an enterprise-wide risk assessment,
which may consider other risk characteristics.

Continuity of Operations Review Results: Brett Nabors stated the assessment objects
were to determine whether the COOP aligns with industry and/or other practices
over business continuity management and verify several elements are sufficiently
incorporated into the COOP document.
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7. Underwriting:
A. Weston/FedNat Update: Ms. Crass reported that 12,089 total policies were issued

for former Weston policyholders with approximately $4.5 billion in insured value and
$29.6 million in written premium. The Weston Receivership Pay Plan was taken up by
3,205 policies.

For FedNat (Maison), 58 total policies were issued with approximately $21.1 million
in insured value and $131,600 in written premium. There are 10 policies on the
FedNat Pay Plan.

B. Operational Review: Ms. Crass reported underwriting continues to have consistent
turnaround time on all policy transactions. The goal is to issue 90% of new business
submissions, endorsements, renewals and cancellations within 10 days. Staff is
surpassing that standard with over 99% of transactions processed within 10 days and
with approximately 90% of new business via straight through processing.

Quality assurance scores on underwriting decisions continue to meet or exceed
established goals. Customer service telephone response time and quality results are
within established goals. Underwriting operated under budget during the third
quarter, primarily driven by open positions in the process of being filled.

A standard sample of agencies were selected for review in the third quarter of 2022
to verify compliance with the declination of coverage requirement and TFPA
producer requirements and performance standards. Of selected agents, 95% have
now responded. Proof of declination was received for 83% of the policies selected.
Staff is following up for outstanding proof of declinations. Signed applications were
provided for 82% of the policies selected. Staff is following up with agents who have
not yet provided signed applications. Signed eligibility requirements were provided
for 82% of the policies selected. Staff is following up with the agents who have not
yet provided signed applications. All agents have an active property and casualty
insurance license and have the required direct standard market appointments.

8. Claims:

A. Claims Operations: First notice of loss to property inspection stands at 2.7 days.
Total cycle time of first notice of loss to payment is at 7.3 days. The TDI complaint
ratio is five complaints out of 2,520 new claims.

B. Litigation Summary: For the third quarter of 2022, five first party and one third party
suits were received. Twenty-eight first party and zero third party suits were closed.
Seventeen first party and thirteen third party claims with letters of representation
were received in the third quarter. Thirty-one first party and fourteen third party
claims with letters of representation 2were closed.

9. TFPA Operations:
A. IT Systems Enhancements: The TFPA implementation continues in production
support mode. The systems development/production support releases continue
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their monthly cadence. The infrastructure and operations team continues to support
remote work with excellent quality and all technology efforts are on-track.

B. Proposal from Guidewire to Move Guidewire Insurance Systems to the Cloud: Mr.
Malik went over a proposal from Guidewire to move TWIA systems to the cloud.
Some of the benefits of moving to the cloud include no major upgrades to perform in
the future, such as TFPA implementation or Elevate, a reduction in on-premises
expenses, new features developed by Guidewire without investing TWIA resources,
access to Guidewire features beneficial for the business and the Guidewire shared
responsibility model saves on standard IT responsibilities. Ms. Neblett moved that,
subject to the acceptance of TWIA moving forward with the Guidewire proposal, the
Texas Fair Plan Association Governing Committee move forward. Ms. Mueller
seconded the motion. Mr. Pringle asked how a cost like this shows up in the
indication. Mr. Malik said it was part of the budgeting process for 2024. Mr. Harbour
said this would be part of the hardware and software budget. Mr. Murphy
commented that this item wasn’t part of the rate indications. The motion passed
unanimously.

C. Communications and Legislative Update: Mr. Durden reported that all members of
the coastal delegation, the House Insurance Committee and the Senate Business and
Commerce Committee who ran for re-election won their contents in the midterm
elections held on November 8.

The 88™ Legislative Session will begin on January 10. Elected legislators begin pre-
filing bills for the session on November 14. Bills may continue to be filed until the
60t day of the session, March 10.

D. Review/Approval of 20232 Budget: Mr. Harbour reviewed the 2023 TFPA budget.
Mr. Baumann moved to accept the budget as presented. Ms. Neblett seconded the
motion. The motion passed unanimously.

10. Closed Session: There was no closed session.

11. Consideration of Issues Related to Matters Deliberated in Closed Session that May
Require Action, If Any, of the Governing Committee: There were no items to consider.

12. Future Meetings: The next meetings are scheduled to take place on the following dates
in the following locations:
e February 13, 2023 — Moody Gardens Hotel — Galveston
e May 22, 2023 — Marriott South — Austin
e August 7,2023 — Tremont House - Galveston

13. Committees: There was nothing to report.

13. Adjourn: There being no further business the meeting adjourned at 5:07 pm.
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Prepared by: Amy Koehl Approved by: Mark Solomon
Senior Project Administrator TFPA Chairman



3. TFPA Operational Highlights



H TEXAS FAIR PLAN
‘-EF* ASSOCIATION

2022 TFPA Enterprise Scorecard
Reporting YTD as of December 31, 2022

YTD Trend Goal A Performance
: : Reference Data

Operating Expense Ratio 15.6% [N————r1 16.1% -0.5% _
Net Gain from Operations -$0.2 M ~ * -S0.1 M S0.0 M Policies In-Force 61,452
Enterprise Projects 92% = 90% 2% Exposures In-Force $12.1 billion
Policy Administration 97% 90% 7% Written Premiums YTD $76.9 million
Claims Handling 95% | | 90% 5% Claims Received YTD 4,731
Litigated Claims 0.08% 1.00% | -0.92% bosses [mevired VIL) e lon

—_—>
Complaints 10 26 -16 ! Excludes IBNR

D

Key Quarterly Activities

« Remain below plan on operating expenses in Q4 2022.
+ Exceeded turnaround time and quality standards on Underwriting and Claim service levels.

+ Remain well below plan on litigated claims and complaints in Q4 2022.



4. Financial

4A1. Income Statement
4A2. Management Discussion and Analysis
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TEXAS FAIR PLAN ASSOCIATION
Statutory Income Statement - Treasurer's Report
for the twelve months ended December 31,
(000's omitted)
2022 2021
Direct Premiums Written $ 76,881 S 75,648
Premiums Earned:

Direct Premiums Earned S 75,432 S 77,566

Ceded Reinsurance Premiums (29,812) (28,151)
Net Premiums Earned 45,620 49,414

Deductions:
Direct Losses and LAE Incurred 27,229 34,070
Direct Losses and LAE Incurred - Harvey - -
Ceded Losses and LAE Incurred - Harvey (84) -
Operating Expenses 11,792 10,470
Commission Expense 8,077 7,886
Ceding commissions / brokerage (2,240) (619)
Premium / Maintenance Tax 1,404 1,404
Total Deductions 46,179 53,211
Net Underwriting Gain or (Loss) (559) (3,797)
Other Income or (Expense):
Investment Income 307 3
Investment Expenses (Line of Credit Commitment Fee) (91) (164)
Charge off's /Write off (304) (357)
Billing Fees 488 350
Total Other Income or (Expense) 399 (169)
Net Income (Loss) S (160) S (3,966)
Surplus (Deficit) Account:

Beginning Surplus (Deficit) 1,955 6,006
Net Income (Loss) (160) (3,966)
Change in Provision for Reinsurance (371) (151)
Change in nonadmitted assets 27 67
Other - -

Ending Surplus (Deficit) S 1,451 S 1,955

O 0 N O U B~ W N R

4A1. Income Statement - Treasurer's Report




Texas FAIR Plan Association
Management’s Discussion and Analysis of Financial Results for the
Twelve Months Ended December 31, 2022

Direct Written Premium:

Direct written premiums for the year ended December 31, 2022 were $76.9 million, an increase
of $1.2 million or 1.6% from the same period in the prior year. Direct Written Premium was $4.1
million higher than the budgeted $72.8 million.

Policies in force at December 31, 2022 totaled 61,452 or 1,061 policies above the budget of
60,391. At year end 2021 policies in force totaled 66,512.

Direct Premiums Earned:

Direct premiums earned through December 2022 were $75.4 million or $2.1 million (2.8%) lower
than the same period in 2021, and $427,000 higher than the budget of $75.0 million.

Reinsurance Costs:

The TFPA 2022-2023 reinsurance program was placed through our broker Arthur J. Gallagher and
incepted on July 1, 2022. The new program provides coverage of $335 million in excess of a $30
million initial retention and includes a “second event” cover that reduces the net retention to $10
million. Reinstatement premium protection was also purchased with the program.

Ceded earned premiums through December 31, 2022 totaled $29.8 million which was above
budget by $1.8 million. Ceded premium is generally written in July of each year and earned
throughout the following twelve-month period. Ceded premium written for 2022-2023 was
higher than budget by $4.8 million and will reduce net earned premium versus budget as a portion
of this ceded amount is earned over the subsequent year.

Net Premiums Earned

Net premium earned for the twelve months ended December 31, 2022 was $45.6 million which
was below budget by $1.4 million.

Loss and Loss Adjustment Expense Incurred:

Year-to-date Direct losses and LAE totaled $27.2 million which was above budget by $567,000.
The December YTD loss & LAE ratio of 36.1% was above the budgeted rate of 35.5%.

Operating Expenses:

Year-to-date operating expense of $11.8 million was under budget by $318,000.
Notable expense items under budget include Salaries & Wages ($298,000), Employee Benefits
(5138,000), and Rental & Maintenance ($126,000).

Commissions and Premium Taxes:

Commission expense and premium taxes year-to-date were above budget by a combined
$523,000 or 5.8% as written premium exceeded the budgeted amount

4A2. Management Discussion and Analysis



Other Income (Expense):
e December 2022 year-to-date gross investment income totaled $307,000 which was above the
budgeted amount. Investment yields have improved rapidly in recent months as the Federal
Reserve raises interest rates to combat the current high levels of inflation.

Net Loss:
e TFPA’s financial results for the twelve months ended December 31, 2022 reflect a net loss of
$160,000 versus a budgeted loss of $122,000.

Surplus/Deficit:
e The ending surplus as of December 31, 2022 was $1.45 million, a decrease of $504,000 from the
December 31, 2021 surplus of $1.96 million.
e The decrease in surplus was due primarily to the net loss of $160,000 and an increase in the
provision for reinsurance of $371,000.
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4A2. Management Discussion and Analysis



4B. Financial Statement Review by Staff

4B1. Income Statement and
Expense Statement

4B2. Balance Sheet

4B3. Cash & Short-Term Investments
4B4. Cash Flow Statement

4B5. Historical Data
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12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61

Premiums Written:
Direct
Ceded
Net

Premiums Earned:
Direct
Ceded
Net

Deductions:
Direct Losses and LAE Incurred
Direct Losses and LAE Incurred - Harvey
Ceded Losses and LAE Incurred - Harvey
Operating Expenses
Commission Expense
Ceding commissions / brokerage
Premium / Maintenance Tax
Total Deductions

Net Underwriting Gain or (Loss)

Other Income or (Expense):
Investment Income
Investment Expenses (Line of Credit Commitment Fee)
Charge offs /Write offs
Billing Fees
Total Other Income or (Expense)

Net Income (Loss)

Surplus (Deficit) Account:
Beginning Surplus (Deficit)
Net Income (Loss)
Change in Provision for Reinsurance
Change in nonadmitted assets
Other
Ending Surplus (Deficit)

Key Operating Ratios:
Direct:

Loss & LAE Ratio:
Non Hurricane
Hurricane Harvey

Loss & LAE Ratio

UW Expense Ratio:
Acquisition
Non Acquisition

UW Expense Ratio

Combined Ratio

TEXAS FAIR PLAN ASSOCIATION 1
Statutory Income Statement (000's omitted) 2
for the twelve months ended December 31, 3

4

Actuals - 2022  Budget - 2022 Variance - 2022 Actuals-2021 5
6

7

$ 76,881 S 72,770 S 4,111 $ 75,648 8
(32,250) (27,464) (4,787) (27,374) 9
44,630 45,306 (676) 48,275 10
11

12

$ 75,432 S 75,005 S 427 $ 77,566 13
(29,812) (27,964) (1,848) (28,151) 14
45,620 47,041 (1,421) 49,414 15
16

17

27,229 26,663 567 34,070 18
- - - - 19
(84) - (84) - 20
11,792 12,111 (318) 10,470 21
8,077 7,604 472 7,886 22
(2,240) (623) (1,617) (619) 23
1,404 1,354 51 1,404 24
46,179 47,108 (929) 53,211 25
26

(559) (67) (491) (3,797) 27
28

29

307 3 303 3 30
(91) (91) - (164) 31
(304) (330) 26 (357) 35
488 363 125 350 36
399 (55) 453 (169) 37

38

$ (160) S (122) S (38) $ (3,966) 39
40

41

1,955 1,955 - 6,006 42
(160) (122) (38) (3,966) 43
(371) - (371) (151) 44
27 55 (28) 67 45

- - - - 46

$ 1,451 $ 1,888 $ (437) $ 1,955 47
48

49

50

51

36.1% 35.5% 0.6% 43.9% 52
0.0% 0.0% 0.0% 0.0% 53
36.1% 35.5% 0.6% 43.9% 54
55

12.3% 12.3% 0.0% 12.3% 56
15.6% 16.1% (0.5%) 13.5% 57
28.0% 28.5% (0.5%) 25.8% 58
59

64.1% 64.0% 0.1% 69.7% 60
61

4B1a. Income Statement




1 TEXAS FAIR PLAN ASSOCIATION 1
2 Statutory Expense Report (000's omitted) 2
3 for the twelve months ended December 31, 3
4 4
5 Description Actuals - 2022  Budget-2022  Variance - 2022 Actuals-2021 5
6 Personnel Expenses 6
7  Salaries & Wages - Permanent 5 6,101 S 6,492 S (391) S 5474 7
8  Contractor & Temporary Help 1,275 1,178 97 2,066 8
9  Payroll Taxes 441 494 (53) 398 9
10 Employee Benefits 2,250 2,360 (110) 2,118 10
11  Recruiting, Training & Other 111 125 (14) 21 11
12 Subtotal 10,178 10,649 (471) 10,076 12
13 13
14 Professional & Consulting Services 14
15 Legal 110 126 (16) 118 15
16  Accounting & Auditing 134 122 12 128 16
17 Information Technology 362 209 153 59 17
18 Actuarial Services 17 24 (7) 23 18
19  Surveys & Inspections 401 375 26 386 19
20 Disaster Recovery Services 84 115 (32) 108 20
21 Other Services (1) 1,168 1,218 (50) 1,471 21
22 Subtotal 2,275 2,190 86 2,294 22
23 23
24 Hardware/Software Purchases & Licensing 1,418 1,363 55 1,286 24
25 Rental & Maintenance - Office/Equipment 738 862 (124) 671 25
26 Travel Expenses 68 78 (10) 12 26
27 Postage, Telephone and Express 343 489 (145) 453 27
28 Capital Management Expenses 91 91 - 164 28
29 Other Operating Expenses 361 663 (302) 436 29
30 Total Operating Expenses S 15,474 S 16,385 S (911) S 15,392 30
31 31
32 Capitalization of Fixed Assets 0 0 0 0 32
33 Allocation To ULAE (3,590) (4,183) 593 (4,758) 33
34 Allocation To Investing & Other Expense (91) (91) - (164) 34
35 Net Operating Expense - UW Operations $ 11,792 $ 12,111 $ (318) S 10,470 35
36 36

(1) Summary Details for Other Services:

VENDOR Amount Department

Clear Point Claims LLC 382 UNDERWRITING - TFPA

Insurance Services Office Inc 157 UNDERWRITING - TFPA

Insurance Services Office Inc 47 CLAIMS

Xactware Solutions Inc 123 CLAIMS

EagleView Technologies Inc 109 CLAIMS

Marshall & Swift/Boeckh 73 UNDERWRITING - TFPA

LYNX Services LLC 46 CLAIMS

LexisNexis Risk Solutions Inc. 22 UNDERWRITING - TFPA

Cornerstone OnDemand Inc 22 HUMAN RESOURCES

ADP Inc 22 HUMAN RESOURCES

Iron Mountain Records Management 22 OPERATIONS

* Other Vendors less than $20K 144 VARIOUS DEPARTMENTS

Total Other Services 1,168

4B1b. Expense Statement
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TEXAS FAIR PLAN ASSOCIATION
Statutory Balance Sheet (000's omitted)

Admitted Assets

Cash and short term investments
Premiums receivable

Amounts recoverable from reinsurers
Other assets

Total admitted assets

Liabilities, Surplus and other funds
Liabilities:

Loss and Loss adjustment expenses
Underwriting expenses payable

Unearned premiums, net of ceded unearned premiums

Ceded reinsurance premiums payable
Provision for reinsurance

Other payables

Total liabilities

Surplus and others funds
Unassigned Surplus (Deficit)
Total liabilities, surplus and other funds

December-22 December-21
S 50,619 S 49,114
6,661 6,269
303 1,716
58 0
$ 57,641 $ 57,098
S 12,774 S 12,932
2,328 1,854
22,672 23,662
14,325 12,859
855 484
3,236 3,352
56,190 55,143
1,451 1,955
S 57,641 ) 57,098
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4B2. Balance Sheet




1
2 Cash and Short Term Investments ($ in 000's)
3 December 31, 2022
4
5
Are funds in
Average Daily Investment Total Deposit % excess of the
Non Interest Total Amount of Balance for the Income during Annual Average of TFPA's N.A. Bank Credit  N.A. Tier 1 N.A. Regulatory N.A. Regulatory
6 Bank Bearing Interest Bearing Deposits Quarter the Quarter Yield Portfolio Rating Capital Ratio Capital Capital?
Superior or >.2% of N.A.
7 < 40% Strong >10% >$25B Reg Capital
8 Balances as of 12/31/2022:
9 Bank of America S 7,291 S - S 7,291 14% Superior 13.5% $185 No
10 Citibank 208 9,263 9,471 9,249 41 1.76% 19% Superior 14.3% $150 No
11 JPMorgan Chase 16,300 - 16,300 32% Superior 16.4% $264 No
12 JP Morgan U.S. Treasury Plus Money Market Fund (1) - 17,557 17,557 19,719 164 3.33% 35% N/A N/A N/A N/A
13
14
15 Total of all financial institutions S 23,799 $ 26,820 S 50,619 $ 28,969 $ 205 2.83% 100%
16
17 Balances as of 9/30/2022:
18 Bank of America S 9,411 $ - S 9,411 16% Superior 13.5% $185 No
19 Citibank 208 9,222 9,430 9,221 2 0.07% 16% Superior 14.3% $150 No
20 JPMorgan Chase 18,369 - 18,369 31% Superior 16.4% $264 No
21 JP Morgan U.S. Treasury Plus Money Market Fund (1) - 21,420 21,420 16,049 75 1.87% 37% N/A N/A N/A N/A
22
23
24 Total of all financial institutions $ 27,988 $ 30,642 S 58,630 $ 25,270 $ 77 1.22% 100%
25

TEXAS FAIR PLAN ASSOCIATION

26 (1) The Fund invests in U.S. treasury bills, notes, bonds and other obligations issued or guaranteed by the U.S. Treasury.
Bank credit rating, Tier 1 Capital Ratios, and Regulatory Capital were reviewed with the latest financial information available as of September 30, 2022. Rates, ratios and regulatory capital are comparable and consistent with year end National

27

Association (N.A.) results.
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27

4B3. Cash and Short Term Investments
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13
14
15
16
17
19

Cash flows from operating activities:
Premiums collected, net of reinsurance
Losses and loss adjustment expense paid
Underwriting expenses paid
Member assessment
Other

Net cash provided by operating activities
Cash flows from nonoperating activities:
Other
Net cash provided by nonoperating activities
Cash flows from investing activities:
Net investment income
Net cash provided by investing activities

Cash flows from financing activities:
Borrowed funds
Borrowed funds repaid

Net cash provided by financing activities

Net increase (decrease) in cash and short-term investments

Cash and short-term investments, Beginning
Cash and short-term investments, Ending

TEXAS FAIR PLAN ASSOCIATION
Statement of Cash Flows (000's omitted)
for the twelve months ended December 31,
Actuals - 2022  Budget - 2022 Variance - 2022
S 45,435 $ 45,121 $ 314
(25,891) (24,564) (1,327)
(18,462) (20,060) 1,598
266 33 233
1,348 530 818
157 (88) 245
157 (88) 245
1,505 442 1,063
49,114 49,114 -
3 50,619 $ 49,556 S 1,063

4B4. Cash Flow Statement
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33

TEXAS FAIR PLAN ASSOCIATION
HISTORICAL DATA
2003 - 2022
($ with 000's omitted)
GROSS NET
LIABILITY IN UNDERWRITING SURPLUS OR
FORCE POLICY RATE WRITTEN LOSS & EARNED LOSS & EXPENSES UNDERWRITING MEMBER (DEFICIT)
YEAR END OF PERIOD COUNT CHANGES PREMIUMS LAE INCURRED PREMIUMS LAE INCURRED INCURRED GAIN (LOSS) ASSESSMENTS END OF PERIOD
2003 | $ 18,272,542 100,223 $ 82,004 $ 19,580 | 31,287 19,580 $ 26,618 $ (14,911) (15,948)
2004 22,904,408 134,350 100,666 37,184 85,238 37,184 28,470 19,584 (1,821)
2005 14,165,560 88,512 60,969 31,262 77,389 31,262 18,588 27,539 31,563
2006 13,321,087 81,129 59,873 22,545 45,867 22,545 17,304 6,017 40,063
2007 15,556,965 91,847 3.9% 73,058 24,578 52,955 24,578 19,362 9,015 52,081
2008 14,060,852 84,438 64,488 239,886 48,364 82,774 18,797 (53,208) 209
2009 11,706,721 72,989 10.7% 60,255 32,961 28,136 6,659 18,811 2,666 (9,753)
2010 14,246,999 85,984 5.0% 73,924 86,187 40,905 34,601 17,019 (10,715) (17,449)
2011 15,979,040 96,710 83,066 78,009 47,063 53,009 15,897 (21,843) (33,860)
2012 17,966,799 108,637 14.6% 102,383 28,453 56,880 28,453 20,346 8,081 (25,722)
2013 20,594,317 124,222 16.7% (a) 122,683 39,438 75,343 39,438 22,610 13,295 (13,422)
2014 21,944,280 131,376 133,206 45,070 89,405 45,070 24,058 20,277 5,978
2015 22,154,205 132,734 132,879 68,593 90,952 68,593 24,675 (2,316) 4,977
2016 19,883,769 121,413  8.0% (b) 122,486 78,008 84,401 78,008 26,419 (20,026) (15,203)
2017 18,029,369 110,989 5.0% (c) 112,316 128,666 76,837 84,864 29,739 (37,766) (54,941)
2018 15,223,344 95,637  8.1% (d) 95,882 26,733 69,239 26,733 29,527 12,979 54,941 15,088
2019 12,299,224 80,923 85,327 38,241 59,625 38,241 25,310 (3,926) 12,133
2020 12,618,291 73,713 9.6% (e) 79,477 36,620 53,092 36,620 22,398 (5,926) 6,006
2021 11,471,201 66,512 9.2% (f) 75,648 34,070 49,414 34,070 19,050 (3,705) 2,105
2022 11,301,744 61,452 7.3% (g) 76,881 27,146 45,620 27,146 19,033 (559) 1,451
TOTAL $ 1,797,470 $ 1,123,230| |$ 1,208,013 $ 819,429 $ 444,031 $ (55,447) $ 54,941

34 (a) Effective July 1, 2013

(b) Effective April 1, 2016
36 (c) Effective June 1, 2017
37 (d) Effective October 1, 2018 and November 1, 2018 for new business and renewal business, respectively.
38 (e) Effective August 1, 2020
(f) Effective August 1, 2021
40 (g) Effective August 1, 2022

w

5

w

9

a1

*2022 data through 12/31/2022
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4B5. Historical Data
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‘T;lal‘% TEXAS FAIR PLAN

MEMORANDUM

DATE: January 27, 2023

TO: David Durden
General Manager

FROM: James Murphy, FCAS, MAAA
Chief Actuary, Vice President — Enterprise Analytics

RE: TFPA Reserve Adequacy as of December 31, 2022

TFPA actuarial staff has completed a review of Texas FAIR Plan Association loss and loss adjustment expense reserves
as of December 31, 2022.

Based on this review, the indicated ultimate cost of Hurricane Harvey is $83.9 million, remaining very close to the
previous quarterly review. Due to uncertainties surrounding the adequacy of case reserves and the outcomes of

disputed claims, the selected ultimate gross loss & expense estimate has been maintained at $85 million.

As of December 31, 2022, TFPA carried $15.9 million in total gross loss and loss adjustment expense reserves with
$3.2 million of the total gross losses and expenses reserves ceded to reinsurance companies rated A- or better by

A.M. Best Company. Collectability risk has been reviewed and found to be immaterial relative to total gross reserve.

In my opinion, the Association’s net reserves met the requirements of the insurance laws of Texas, were consistent
with reserves computed in accordance with accepted actuarial standards and principles and made a reasonable
provision for all combined unpaid loss and loss expense obligations of the Association under the terms of its contracts
and agreements. My opinion on the loss and loss adjustment expense reserves net of ceded reinsurance assumes

that all ceded reinsurance is valid and collectible.
The complete actuarial analysis is available on request.

M

PO Box 99080, Austin, TX 78709-9090 | 1-800-979-6440 | www.texasfairplan.org
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Texas FAIR Plan Association

Liability Report
As of 12/31/22

All Forms Combined

Policies In-Force PIF Growth Exposure In-Force Exposure Growth YTD Written Premium Premium Growth

County 12/31/21 12/31/22  Actual Percentage 12/31/21 12/31/22 Actual Percentage 12/31/21 12/31/22 Actual Percentage
Harris 42,051 38,174 (3,877) (9.22%) 6,463,992,767  6,195,104,494 (268,888,274) (4.16%) 53,338,533 53,908,300 569,767 1.07%
Galveston 4,241 4,126 (115) (2.71%) 1,091,230,215  1,156,758,234 65,528,019 6.00% 1,981,096 2,131,287 150,191 7.58%
Fort bend 4,493 4,111 (382) (8.50%) 818,349,373 782,313,527 (36,035,846) (4.40%) 5,666,286 5,658,334 (7,951) (0.14%)
Dallas 2,156 1,831 (325) (15.07%) 374,402,773 324,456,063 (49,946,710)  (13.34%) 2,537,888 2,349,618 (188,270) (7.42%)
Brazoria 1,797 1,761 (36) (2.00%) 453,841,904 487,825,996 33,984,092 7.49% 933,729 1,034,535 100,806 10.80%
Tarrant 1,582 1,410 (172)  (10.87%) 267,065,648 240,553,318 (26,512,330) (9.93%) 2,001,499 1,931,491 (70,008) (3.50%)
El paso 1,154 1,301 147 12.74% 265,257,810 326,545,235 61,287,425 23.10% 862,696 1,110,173 247 477 28.69%
Jefferson 1,058 1,238 180 17.01% 244,920,692 310,592,757 65,672,065 26.81% 529,056 693,789 164,733 31.14%
Nueces 1,215 1,110 (105) (8.64%) 244,886,604 236,643,180 (8,243,424) (3.37%) 728,419 738,502 10,083 1.38%
Montgomery 776 698 (78)  (10.05%) 139,454,115 128,317,876 (11,136,239) (7.99%) 819,463 788,494 (30,969) (3.78%)
Bexar 575 505 (70)  (12.17%) 101,234,292 93,881,022 (7,353,270) (7.26%) 598,961 581,489 (17,472) (2.92%)
Cameron 427 420 (7) (1.64%) 75,622,690 79,520,970 3,898,280 5.15% 181,970 202,877 20,908 11.49%
Calhoun 382 373 9) (2.36%) 92,453,285 95,235,025 2,781,740 3.01% 203,414 218,928 15,514 7.63%
Orange 368 366 2) (0.54%) 60,976,008 62,512,338 1,536,330 2.52% 608,672 642,089 33,417 5.49%
Chambers 254 271 17 6.69% 70,369,110 86,188,950 15,819,840 22.48% 160,510 199,354 38,843 24.20%
Matagorda 247 247 0 0.00% 53,613,165 58,798,235 5,185,070 9.67% 152,126 177,422 25,295 16.63%
Liberty 207 202 (5) (2.42%) 24,083,156 25,687,992 1,604,836 6.66% 289,157 326,306 37,150 12.85%
Travis 261 196 (65) (24.90%) 46,905,598 34,574,520 (12,331,078)  (26.29%) 210,855 170,988 (39,867) (18.91%)
Aransas 174 169 (5) (2.87%) 37,631,610 36,850,810 (780,800) (2.07%) 86,505 91,559 5,054 5.84%
Hidalgo 203 166 (37) (18.23%) 23,145,861 19,201,556 (3,944,306)  (17.04%) 211,660 182,523 (29,137) (13.77%)
San patricio 163 161 (2) (1.23%) 36,276,306 39,023,146 2,746,840 7.57% 88,333 95,820 7,487 8.48%
Collin 160 152 (8) (5.00%) 32,087,840 31,623,460 (464,380) (1.45%) 181,812 209,789 27,977 15.39%
Waller 110 123 13 11.82% 17,087,880 18,921,340 1,833,460 10.73% 132,627 161,835 29,208 22.02%
Denton 112 108 4) (3.57%) 28,524,436 29,511,506 987,070 3.46% 173,913 198,291 24,378 14.02%
Brazos 98 82 (16)  (16.33%) 16,186,350 12,478,470 (3,707,880) (22.91%) 83,855 63,580 (20,276) (24.18%)
Top 25 Counties 64,264 59,301 (4,963) (7.72%) 11,079,599,489 10,913,120,021 (166,479,468) (1.50%) 72,763,034 73,867,373 1,104,339 1.52%
All Other Counties 2,248 2,151 (97) (4.31%) 391,601,650 388,624,465 (2,977,185) (0.76%) 2,885,078 3,013,503 128,425 4.45%
Tier 1 10,067 9,986 (81) (0.80%) 2,425,603,902 2,611,390,474 185,786,572 7.66% 5,107,850 5,651,950 544,099 10.65%
Tier 2 47,642 43,339 (4,303) (9.03%) 7,440,475,941  7,133,474,137 (307,001,804) (4.13%) 60,619,587 61,236,210 616,623 1.02%
All Other Counties 8,803 8,127 (676) (7.68%) 1,605,121,296  1,556,879,875 (48,241,421) (3.01%) 9,920,675 9,992,716 72,041 0.73%
Statewide Total 66,512 61,452 (5,060) (7.61%) 11,471,201,139  11,301,744,485 (169,456,653) (1.48%) 75,648,112 76,880,876 1,232,764 1.63%

Exposure includes Dwelling, Contents, and Loss of Use coverages
Premium totals are not audited and may not match published financial statements
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Texas FAIR Plan Association

Liability Report H
As of 12/31/22 4 -
HO-A Policies FF‘p,A
Policies In-Force PIF Growth Exposure In-Force Exposure Growth YTD Written Premium Premium Growth
County 12/31/21 12/31/22  Actual Percentage 12/31/21 12/31/22 Actual Percentage 12/31/21 12/31/22 Actual Percentage
Harris 14,233 13,062 (1,171) (8.23%) 3,491,990,852  3,397,143,745 (94,847,108) (2.72%) 30,007,770 30,670,845 663,075 2.21%
Galveston 3,015 3,013 (2) (0.07%) 988,986,662  1,056,281,292 67,294,630 6.80% 1,616,831 1,779,430 162,599 10.06%
Fort bend 1,154 1,044 (110) (9.53%) 321,977,604 309,420,016 (12,557,588) (3.90%) 2,446,862 2,434,367 (12,495) (0.51%)
Dallas 983 804 (179)  (18.21%) 251,285,880 211,820,970 (39,464,910)  (15.71%) 1,812,372 1,649,737 (162,635) (8.97%)
Brazoria 1,342 1,325 17) (1.27%) 401,334,360 432,474,720 31,140,360 7.76% 775,964 866,228 90,263 11.63%
Tarrant 837 736 (101)  (12.07%) 189,061,238 169,480,688 (19,580,550)  (10.36%) 1,447,255 1,390,300 (56,955) (3.94%)
El paso 972 1,107 135 13.89% 245,560,760 304,347,310 58,786,550 23.94% 777,058 1,005,881 228,823 29.45%
Jefferson 792 915 123 15.53% 221,865,382 280,216,622 58,351,240 26.30% 438,334 577,034 138,699 31.64%
Nueces 694 654 (40) (5.76%) 199,828,470 193,943,800 (5,884,670) (2.94%) 565,399 583,840 18,442 3.26%
Montgomery 435 401 (34) (7.82%) 104,363,480 97,452,540 (6,910,940) (6.62%) 614,477 600,611 (13,867) (2.26%)
Bexar 362 316 46) (12.71%) 85,216,580 79,554,910 (5,661,670) (6.64%) 486,195 474,969 (11,226) (2.31%)
Cameron 247 251 4 1.62% 59,156,920 63,500,610 4,343,690 7.34% 123,684 142,362 18,679 15.10%
Calhoun 314 307 (7) (2.23%) 86,928,690 89,487,190 2,558,500 2.94% 182,095 194,032 11,937 6.56%
Orange 225 227 2 0.89% 49,234,308 50,496,388 1,262,080 2.56% 486,372 513,969 27,597 5.67%
Chambers 204 229 25 12.25% 65,024,220 81,733,750 16,709,530 25.70% 131,904 174,834 42,930 32.55%
Matagorda 206 210 4 1.94% 50,328,890 55,787,160 5,458,270 10.85% 130,703 158,107 27,404 20.97%
Liberty 110 119 9 8.18% 16,601,498 19,425,434 2,823,936 17.01% 196,605 253,227 56,621 28.80%
Travis 140 99 (41)  (29.29%) 36,295,090 26,447,060 (9,848,030) (27.13%) 150,609 124,008 (26,601) (17.66%)
Aransas 141 138 (3) (2.13%) 35,071,790 33,815,430 (1,256,360) (3.58%) 74,816 78,147 3,330 4.45%
Hidalgo 71 56 (15)  (21.13%) 9,909,961 7,786,816 (2,123,146) (21.42%) 96,223 80,279 (15,944) (16.57%)
San patricio 127 126 (1) (0.79%) 33,342,306 36,168,446 2,826,140 8.48% 71,887 80,165 8,279 11.52%
Collin 42 43 1 2.38% 13,974,120 15,374,160 1,400,040 10.02% 86,160 117,134 30,974 35.95%
Waller 64 79 15 23.44% 12,900,700 15,129,240 2,228,540 17.27% 97,430 128,844 31,414 32.24%
Denton 67 65 (2) (2.99%) 23,159,336 23,664,206 504,870 2.18% 140,347 160,195 19,848 14.14%
Brazos 40 31 (9) (22.50%) 11,546,330 8,910,420 (2,635,910) (22.83%) 58,289 43,377 (14,912) (25.58%)
Top 25 Counties 26,817 25,357 (1,460) (5.44%) 7,004,945,428  7,059,862,924 54,917,496 0.78% 43,015,641 44,281,921 1,266,280 2.94%
All Other Counties 1,336 1,254 (82) (6.14%) 313,830,560 306,066,439 (7,764,121) (2.47%) 2,226,907 2,261,195 34,289 1.54%
Tier 1 7,162 7,246 84 1.17% 2,164,595,611  2,344,775,491 180,179,880 8.32% 4,162,974 4,687,269 524,295 12.59%
Tier 2 15,974 14,675 (1,299) (8.13%) 3,928,983,623  3,820,580,449 (108,403,174) (2.76%) 33,628,216 34,334,333 706,117 2.10%
All Other Counties 5,017 4,690 (327) (6.52%) 1,225,196,754  1,200,573,423 (24,623,331) (2.01%) 7,451,357 7,521,515 70,157 0.94%
Statewide Total 28,153 26,611 (1,542) (5.48%) 7,318,775,988  7,365,929,362 47,153,375 0.64% 45,242,548 46,543,117 1,300,569 2.87%

Exposure includes Dwelling, Contents, and Loss of Use coverages
Premium totals are not audited and may not match published financial statements Page 2 of 5



Texas FAIR Plan Association

Liability Report
As of 12/31/22

iﬁlFTa'A

TDP-1 Policies ‘.,
Policies In-Force PIF Growth Exposure In-Force Exposure Growth YTD Written Premium Premium Growth
County 12/31/21 12/31/22  Actual Percentage 12/31/21 12/31/22 Actual Percentage 12/31/21 12/31/22 Actual Percentage
Harris 24,371 22,186 (2,185) (8.97%) 2,794,209,795  2,638,015,989 (156,193,806) (5.59%) 22,138,498 22,105,388 (33,110) (0.15%)
Galveston 662 616 (46) (6.95%) 73,287,913 72,933,342 (354,571) (0.48%) 251,967 244,223 (7,744) (3.07%)
Fort bend 3,172 2,916 (256) (8.07%) 488,049,409 465,327,991 (22,721,418) (4.66%) 3,171,808 3,179,437 7,628 0.24%
Dallas 1,049 928 (121)  (11.53%) 117,497,173 108,218,973 (9,278,200) (7.90%) 692,244 671,821 (20,423) (2.95%)
Brazoria 386 384 (2) (0.52%) 49,608,344 53,103,436 3,495,092 7.05% 145,047 158,309 13,261 9.14%
Tarrant 702 645 (57) (8.12%) 76,649,610 70,237,430 (6,412,180) (8.37%) 546,835 535,532 (11,303) (2.07%)
El paso 177 190 13 7.34% 19,259,050 21,828,925 2,569,875 13.34% 83,379 102,227 18,847 22.60%
Jefferson 231 286 55 23.81% 21,306,910 28,450,975 7,144,065 33.53% 84,096 109,351 25,255 30.03%
Nueces 301 251 (50) (16.61%) 27,394,614 24,208,580 (3,186,034) (11.63%) 92,761 82,278 (10,484) (11.30%)
Montgomery 291 260 (31) (10.65%) 32,517,235 28,806,856 (3,710,379)  (11.41%) 190,709 176,944 (13,765) (7.22%)
Bexar 161 145 (16) (9.94%) 13,859,512 12,548,912 (1,310,600) (9.46%) 97,344 92,532 (4,812) (4.94%)
Cameron 74 72 (2) (2.70%) 6,885,210 6,711,960 (173,250) (2.52%) 25,103 27,300 2,197 8.75%
Calhoun 56 51 (5) (8.93%) 4,984,595 4,811,595 (173,000) (3.47%) 18,898 20,985 2,087 11.05%
Orange 132 129 (3) (2.27%) 11,447,700 11,673,950 226,250 1.98% 119,766 125,153 5,387 4.50%
Chambers 43 35 (8) (18.60%) 5,167,050 4,263,200 (903,850)  (17.49%) 27,545 23,785 (3,760) (13.65%)
Matagorda 40 36 (4)  (10.00%) 3,271,075 2,997,875 (273,200) (8.35%) 21,220 19,208 (2,013) (9.48%)
Liberty 96 80 (16)  (16.67%) 7,469,658 6,172,558 (1,297,100)  (17.36%) 92,318 72,385 (19,933) (21.59%)
Travis 64 46 (18)  (28.13%) 7,653,948 5,360,500 (2,293,448)  (29.96%) 43,842 31,041 (12,801) (29.20%)
Aransas 16 18 2 12.50% 1,390,900 2,067,100 676,200 48.62% 7,083 9,752 2,669 37.68%
Hidalgo 127 100 (27)  (21.26%) 13,043,900 10,904,740 (2,139,160)  (16.40%) 114,258 98,802 (15,456) (13.53%)
San patricio 31 33 2 6.45% 2,785,800 2,764,700 (21,100) (0.76%) 15,527 15,225 (303) (1.95%)
Collin 92 86 (6) (6.52%) 16,751,600 15,370,900 (1,380,700) (8.24%) 89,065 88,042 (1,023) (1.15%)
Waller 44 41 (3) (6.82%) 4,058,180 3,694,780 (363,400) (8.95%) 34,569 32,150 (2,420) (7.00%)
Denton 43 39 4) (9.30%) 5,305,100 5,499,300 194,200 3.66% 33,280 36,447 3,167 9.52%
Brazos 29 21 (8) (27.59%) 2,713,900 2,164,650 (549,250)  (20.24%) 16,273 14,072 (2,201) (13.53%)
Top 25 Counties 32,390 29,594 (2,796) (8.63%) 3,806,568,181  3,608,139,217 (198,428,964) (5.21%) 28,153,436 28,072,388 (81,048) (0.29%)
All Other Counties 815 820 5 0.61% 73,415,570 78,685,026 5,269,456 7.18% 634,416 730,587 96,171 15.16%
Tier 1 1,866 1,812 (54) (2.89%) 197,944,811 204,749,463 6,804,652 3.44% 699,732 724,636 24,904 3.56%
Tier 2 28,029 25,557 (2,472) (8.82%) 3,324,735,838  3,144,328,608 (180,407,230) (5.43%) 25,746,149 25,716,821 (29,327) (0.11%)
All Other Counties 3,310 3,045 (265) (8.01%) 357,303,102 337,746,172 (19,556,930) (5.47%) 2,341,971 2,361,517 19,546 0.83%
Statewide Total 33,205 30,414 (2,791) (8.41%) 3,879,983,751  3,686,824,243 (193,159,508) (4.98%) 28,787,852 28,802,975 15,123 0.05%
Exposure includes Dwelling, Contents, and Loss of Use coverages
Premium totals are not audited and may not match published financial statements Page 3 of 5



Texas FAIR Plan Association

Liability Report
As of 12/31/22
HO-CONB Policies
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Policies In-Force PIF Growth Exposure In-Force Exposure Growth YTD Written Premium Premium Growth

County 12/31/21 12/31/22 Percentage 12/31/21 12/31/22 Actual Percentage 12/31/21 12/31/22 Actual Percentage
Harris 2,221 1,918 (303) (13.64%) 151,446,840 140,023,200 (11,423,640) (7.54%) 984,002 970,211 (13,791) (1.40%)
Galveston 231 202 (29) (12.55%) 18,817,680 18,744,840 (72,840) (0.39%) 64,507 64,594 88 0.14%
Fort bend 84 71 (13)  (15.48%) 6,012,960 5,594,880 (418,080) (6.95%) 33,596 32,761 (835) (2.49%)
Dallas 87 74 (13)  (14.94%) 4,476,720 3,838,320 (638,400) (14.26%) 27,400 24,122 (3,277) (11.96%)
Brazoria 12 9 (3) (25.00%) 889,200 708,000 (181,200)  (20.38%) 3,646 3,104 (542) (14.86%)
Tarrant 6 2 (4) (66.67%) 408,000 120,000 (288,000)  (70.59%) 1,949 841 (1,108) (56.83%)
El paso 3 2 (1) (33.33%) 342,000 243,600 (98,400) (28.77%) 1,920 1,446 (474) (24.68%)
Jefferson 11 8 (3) (27.27%) 656,400 622,920 (33,480) (5.10%) 2,450 2,202 (248) (10.14%)
Nueces 200 183 17) (8.50%) 17,019,120 17,604,720 585,600 3.44% 67,269 68,504 1,235 1.84%
Montgomery 15 14 (1) (6.67%) 1,253,280 1,093,680 (159,600) (12.73%) 7,599 6,663 (936) (12.32%)
Bexar 32 30 (2) (6.25%) 1,820,400 1,538,400 (282,000) (15.49%) 12,975 12,172 (803) (6.19%)
Cameron 102 96 (6) (5.88%) 9,448,560 9,272,400 (176,160) (1.86%) 32,678 32,884 206 0.63%
Calhoun 5 7 2 40.00% 372,000 624,240 252,240 67.81% 1,667 2,685 1,018 61.07%
Orange 0 0 0 N/A 0 0 0 N/A 0 0 0 N/A
Chambers 0 0 0 N/A 0 0 0 N/A 0 0 0 N/A
Matagorda 0 0 0 N/A 0 0 0 N/A 0 0 0 N/A
Liberty 0 0 0 N/A 0 0 0 N/A 0 0 0 N/A
Travis 36 31 5) (13.89%) 2,293,560 2,225,520 (68,040) (2.97%) 12,964 13,431 467 3.60%
Aransas 13 11 (2) (15.38%) 1,012,560 883,920 (128,640) (12.70%) 3,730 3,254 (477) (12.77%)
Hidalgo 2 7 5 250.00% 132,000 456,000 324,000 245.45% 839 2,904 2,065 246.16%
San patricio 1 1 0 0.00% 78,000 78,000 0 0.00% 319 330 11 3.45%
Collin 22 13 (9) (40.91%) 1,248,120 632,400 (615,720)  (49.33%) 5,947 3,349 (2,598) (43.69%)
Waller 0 0 0 N/A 0 0 0 N/A 0 0 0 N/A
Denton 1 2 1 100.00% 36,000 300,000 264,000 733.33% 149 1,377 1,228 823.99%
Brazos 21 14 (7)  (33.33%) 1,803,120 1,154,400 (648,720)  (35.98%) 8,568 4,366 (4,201) (49.04%)
Top 25 Counties 3,105 2,695 (410)  (13.20%) 219,566,520 205,759,440 (13,807,080) (6.29%) 1,274,172 1,251,200 (22,972) (1.80%)
All Other Counties 25 18 (7)  (28.00%) 2,008,440 1,391,760 (616,680)  (30.70%) 10,331 8,462 (1,869) (18.09%)
Tier 1 575 517 (58)  (10.09%) 48,293,520 48,539,040 245,520 0.51% 176,266 177,557 1,292 0.73%
Tier 2 2,307 1,996 (311)  (13.48%) 157,591,800 146,074,080 (11,517,720) (7.31%) 1,018,537 1,005,876 (12,661) (1.24%)
All Other Counties 248 200 (48)  (19.35%) 15,689,640 12,538,080 (3,151,560)  (20.09%) 89,701 76,229 (13,472) (15.02%)
Statewide Total 3,130 2,713 (417)  (13.32%) 221,574,960 207,151,200 (14,423,760) (6.51%) 1,284,503 1,259,662 (24,842) (1.93%)

Exposure includes Dwelling, Contents, and Loss of Use coverages
Premium totals are not audited and may not match published financial statements

Page 4 of 5



Texas FAIR Plan Association

Liability Report
As of 12/31/22
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HO-BT Policies ‘.,
Policies In-Force PIF Growth Exposure In-Force Exposure Growth YTD Written Premium Premium Growth
County 12/31/21 12/31/22 Percentage 12/31/21 12/31/22 Actual Percentage 12/31/21 12/31/22 Actual Percentage
Harris 1,226 1,008 (218)  (17.78%) 26,345,280 19,921,560 (6,423,720) (24.38%) 208,264 161,857 (46,406) (22.28%)
Galveston 333 295 (38) (11.41%) 10,137,960 8,798,760 (1,339,200) (13.21%) 47,792 43,040 (4,752) (9.94%)
Fort bend 83 80 3) (3.61%) 2,309,400 1,970,640 (338,760) (14.67%) 14,019 11,769 (2,250) (16.05%)
Dallas 37 25 (12)  (32.43%) 1,143,000 577,800 (565,200)  (49.45%) 5,873 3,938 (1,935) (32.94%)
Brazoria 57 43 (14)  (24.56%) 2,010,000 1,539,840 (470,160)  (23.39%) 9,071 6,894 (2,177) (24.00%)
Tarrant 37 27 (10)  (27.03%) 946,800 715,200 (231,600) (24.46%) 5,460 4,817 (643) (11.78%)
El paso 2 2 0 0.00% 96,000 125,400 29,400 30.63% 339 619 280 82.60%
Jefferson 24 29 5 20.83% 1,092,000 1,302,240 210,240 19.25% 4,176 5,202 1,026 24.58%
Nueces 20 22 2 10.00% 644,400 886,080 241,680 37.50% 2,990 3,879 889 29.75%
Montgomery 35 23 (12)  (34.29%) 1,320,120 964,800 (355,320)  (26.92%) 6,678 4,276 (2,401) (35.96%)
Bexar 20 14 (6) (30.00%) 337,800 238,800 (99,000) (29.31%) 2,447 1,816 (631) (25.79%)
Cameron 4 1 (3) (75.00%) 132,000 36,000 (96,000) (72.73%) 505 331 (174) (34.51%)
Calhoun 7 8 1 14.29% 168,000 312,000 144,000 85.71% 754 1,226 472 62.60%
Orange 11 10 (1) (9.09%) 294,000 342,000 48,000 16.33% 2,534 2,967 433 17.10%
Chambers 7 7 0 0.00% 177,840 192,000 14,160 7.96% 1,061 735 (327) (30.77%)
Matagorda 1 1 0 0.00% 13,200 13,200 0 0.00% 203 107 (96) (47.29%)
Liberty 1 3 2  200.00% 12,000 90,000 78,000 650.00% 234 695 461 197.46%
Travis 21 20 (1) (4.76%) 663,000 541,440 (121,560)  (18.33%) 3,440 2,508 (932) (27.10%)
Aransas 4 2 (2) (50.00%) 156,360 84,360 (72,000)  (46.05%) 875 407 (468) (53.49%)
Hidalgo 3 3 0 0.00% 60,000 54,000 (6,000)  (10.00%) 340 538 198 58.24%
San patricio 4 1 (3) (75.00%) 70,200 12,000 (58,200)  (82.91%) 600 100 (500) (83.33%)
Collin 4 10 6  150.00% 114,000 246,000 132,000 115.79% 640 1,264 624 97.50%
Waller 2 3 1 50.00% 129,000 97,320 (31,680) (24.56%) 628 841 213 33.92%
Denton 1 2 1 100.00% 24,000 48,000 24,000  100.00% 137 272 135 98.54%
Brazos 8 16 8  100.00% 123,000 249,000 126,000 102.44% 726 1,765 1,039 143.11%
Top 25 Counties 1,952 1,655 (297)  (15.22%) 48,519,360 39,358,440 (9,160,920) (18.88%) 319,785 261,864 (57,921) (18.11%)
All Other Counties 72 59 (13)  (18.06%) 2,347,080 2,481,240 134,160 5.72% 13,424 13,258 (165) (1.23%)
Tier 1 464 411 (53) (11.42%) 14,769,960 13,326,480 (1,443,480) (9.77%) 68,879 62,488 (6,391) (9.28%)
Tier 2 1,332 1,111 (221)  (16.59%) 29,164,680 22,491,000 (6,673,680) (22.88%) 226,685 179,179 (47,506) (20.96%)
All Other Counties 228 192 (36) (15.79%) 6,931,800 6,022,200 (909,600)  (13.12%) 37,645 33,455 (4,190) (11.13%)
Statewide Total 2,024 1,714 (310) (15.32%) 50,866,440 41,839,680 (9,026,760)  (17.75%) 333,209 275,123 (58,086) (17.43%)

Exposure includes Dwelling, Contents, and Loss of Use coverages
Premium totals are not audited and may not match published financial statements

Page 5 of 5
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MEMORANDUM

DATE: February 8, 2023

TO: David Durden
General Manager

FROM: James Murphy, FCAS, MAAA
Chief Actuary, Vice President — Enterprise Analytics

RE: TFPA Appointment of Actuary

The Texas FAIR Plan Association’s Appointed Actuary, Xiuyu Li, is no longer an employee of the Association and
therefore is no longer available to serve in this role. | served as the Appointed Actuary prior to Ms. Li and recommend

that | be reappointed as such.

Annual Statement instructions state that the Appointed Actuary be appointed by the Board by December 31 of the
calendar year for which the opinion is rendered, although there is generally some leeway under extraordinary
circumstances, such as Ms. Li’s departure late in 2022. There were no disagreements between Ms. Li and Association
management regarding the content of her actuarial opinions on matters of the risk of material adverse deviation,
required disclosures, scopes, procedure, type of opinion issued, substantive wording of the opinion, data quality, or

any other issue.

| graduated with a bachelor's degree in Mathematics from the University of Texas at Austin and have been a Member
of the American Academy of Actuaries (MAAA) since 2004 and a Fellow of the Casualty Actuarial Society (FCAS) since
2005. | have over twenty-five years’ experience in property and casualty insurance, including over fifteen years with
TFPA. | have met all continuing education requirements under Section 3 of the U.S. Qualification Standards for issuing
Actuarial Opinions for 2022 and will continue to meet those requirements in 2023 through a combination of physical
and virtual attendance at organized actuarial conferences and seminars and self-study. A detailed log of my
continuing education credit hours is available on request. | meet all Qualification Standards for Actuaries Issuing
Statements of Actuarial Opinion in the United States as promulgated by the American Academy of Actuaries as well

as the requirements for a qualified actuary as set forth in the NAIC Annual Statement Instructions.

If acceptable to the Governing Committee, | would ask for a resolution appointing me as the Appointed Actuary for
the Texas FAIR Plan Association. TFPA will make all required notifications to the Texas Department of Insurance

regarding the change in Appointed Actuary.

M

PO Box 99080, Austin, TX 78709-9090 | 1-800-979-6440 | www.texasfairplan.org
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MEMORANDUM
DATE: January 27, 2023
TO: David Durden
General Manager
FROM: James Murphy, FCAS, MAAA

Chief Actuary, Vice President — Enterprise Analytics

RE: TFPA Rate Filing Update

The Texas FAIR Plan Association Governing Committee voted at its December 12, 2022 meeting to file for the full
actuarial indications for all policy forms, limited to no more than a 10% change in any territory, to be effective August

1, 2023. The filing was made December 22, 2022.

The Texas Department of Insurance is in the process of reviewing the filing and TFPA actuarial staff has answered
several questions from the Department regarding the filing. By statute, TDI has 60 days to approve or disapprove

the filed rates, with an option to extend this period to 90 days at their discretion.

A summary of indications and filed changes by form follows:

Product Indicated Filed

Homeowners 18.2% 10.0%

Tenants 28.0% 9.8%

Condo 29.9% 10.0%

Dwelling (Fire) 14.2% 10.0%

Dwelling (EC) 21.1% 9.5%
M

PO Box 99080, Austin, TX 78709-9090 | 1-800-979-6440 | www.texasfairplan.org
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MEMORANDUM

TO: The Governing Committee - Texas FAIR Plan Association
FROM: Bruce Zaret, Weaver - Internal Audit

DATE: February 13, 2023

SUBJECT: Status of Internal Audit Activities

The following is our internal audit update representing current and planned activities:

> Current Activities:

Activity Description Status
Follow-up Report Report Issued
Reinsurance Report Draft Issued

Continuity of Operations Plan — Business Reporting phase

Operations

HR and Payroll Report Draft Issued
Claims Audit Report Draft Issued
Accounts Receivable Planning completed

» Upcoming Audits and Activities:

Facilities 2nd Quarter
Plan of Operation 2nd Quarter
Accounts Payable and Expense Processing 2nd Quarter
Communications 2nd/3rd Quarter

» ELT meetings:
e Atftended Executive Leadership Team and Operations meetings.



Texas FAIR Plan Association

Internal Audit Plan - Lookback (2021 - 2022) and Prospective (2023-2025)

DCess Ared - 2021 2022 2023 | 2024 | 2025
Reinsurance and Funding Nov. 2020 X X
Information Security Apr. 2022 X X
Emergency Planning/COOP Nov. 2022 X X
Customer Experience N/A X
Underwriting June 2020 X X
Claims Processing Dec. 2022 X X
Strategic Communications Mar. 2021 X X X
Actuarial (Pricing and Reserving) Sept. 2021 X X X
Governance May 2021 X
Database and Application Administration Oct. 2020 X
Legal & Compliance Mar. 2021 X X
Plan of Operation N/A
Financial Close and Reporting Dec. 2020 X
Accounts Payable and Expense Processing Oct. 2019 X
Application Development N/A X X
Information Technology Services Apr. 2022 X X
Vendor Management Nov. 2021 X X
Accounts Receivable May 2020 X
Facilities and Services Oct. 2020 X
Cash Management Aug. 2021 X X
Premium Taxes July. 2021 X X

Note 1: The audit frequency has been modified to every 48 months due to the area’s risk level and the fact the Model Audit Rule includes procedures

that address this area annually.
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7A. Service Results
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MEMORANDUM
DATE: January 23, 2023
TO: David Durden, General Manager
FROM: Michael Ledwik, Acting Vice President, Underwriting
RE: Update on Underwriting Operational Highlights

Fourth Quarter 2022 Highlights

Service Results:

a. Underwriting continues to have consistent turnaround time on all policy transactions. Our
goal is to issue 90% of new business submissions, endorsements, renewals, and cancellations
within 10 days; we are surpassing this standard with over 99% of transactions processed
within 10 days and with approximately 90% of new business via straight through processing.

b. Quality Assurance scores on underwriting decisions continue to meet or exceed established
goals.

c. Customer Service telephone response time and quality results are within our established
goals.

d. Underwriting operated under budget during the fourth quarter, primarily driven by managing
headcount.

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org
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MEMORANDUM

DATE:

TO:

FROM:

RE:

January 23, 2023
David Durden, General Manager
Michael Ledwik, Acting Vice President, Underwriting

Update on Underwriting Operational Highlights

Fourth Quarter Agent Audit Overview

TFPA Agent Audit Results:

a.

A standard sample of agencies were selected for review in the fourth quarter of 2023 to

verify compliance with the declination of coverage requirement and TFPA Producer

Requirements and Performance Standards. Seventy percent of selected agents have now

responded. The statistics below reflect analysis of documents provided to date.

Proof of declination was received for eighty-five percent of the policies selected.
Signed applications were provided for eighty-five percent of the policies selected.
Signed eligibility requirement statements were provided for eighty-five percent of
the policies selected.

All agents selected have an active property & casualty insurance license and have the
required direct standard market appointments.

Staff is following up for outstanding proof of declinations, outstanding signed

applications and outstanding signed eligibility statements.

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org
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MEMORANDUM
DATE: January 23, 2023
TO: David Durden, General Manager
FROM: Michael Ledwik, Acting Vice President, Underwriting
RE: Update on Adjustment of Limits of Liability

At the Q4 2021 TFPA Governing Committee meeting, a request was made to have staff make a process
change with a corresponding filing to TDI to require MSB or equivalent property value calculations at

policy renewals that coincide with the property’s requalification for insurance eligibility.

Staff researched the system work, documentation updates, filing updates, training efforts, and
stakeholder communications necessary to effect this change. To effectively and efficiently implement this
change, staff have determined the optimal course of action will be to apply an automatic factor to each
requalifying policy at renewal utilizing values currently provided by the Boeckh Index. These factors will
be applied by the policy application system and reflected in the renewal offer sent to policyholders.

PO Box 99080, Austin, TX 78709-9080 | 1-800-979-6440 | texasfairplan.org
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8A. Claims Operations — Overview



TFPA Claims Operations 2022

TFPA Claims - 2022 Results (through Q4)

. Industry Variance to| % Variance to
Key Cycle Times {In days) TFPA | TFPA Plan

Average, TX Plan Plan
FMOL to Inspect Property 5.9 2.8 <3 -0.2 -7%
Inspect Property to Receipt by TFPA 4.4 1.8 <8 -6.2 -78%
Total Cycle Time FNOL to Payment - Daily N/A 7.5 <12 -4.5 -28%
Total Cycle Time FNOL to Payment - Cat N/A 5.8 <12 -6.2 -39%
TDI Complaint Ratio
2021 0.17% - 16 complaints from 9,471 new claims
2022 0.18% - 6 complaints from 3,322 new claims

W Al Spd 0 Nl Deel el BB Ml Al Ma R W2 AR Sl 0l Nl el
Actual Volume i 5] 1 30 n 0 5 mw | W oMmo MoK 16 b m | M i

Actuaral Prjected WMo 60| m | ouo ) oumo| ¥ | om | 03| 66T | 67 | N6 n L 55 658 19 19
Staffing Plan ) n W no| ) 5 i wo|ou | i 1 1 fik] W | ow
Open Inventary S A T I T I O T . I Iy 632 691 5 64 | 64 | oM

Historical TFPA Claim Volume

Year Claims
2005 5,581
2006 3,067
2007 4,039
2008 27,777
2005 3,640
2010 3,200
2011 4,200
2012 5,886
2013 5,974
2014 5,498
2015 9,387
2016 11,505
2017 24,096
2018 5,720
2015 6,950
2020 2,931
2021 5,471
2022 3,322




i o EVE L) A e =d o L] =
Reported Dy Pe
Year Fire Liability Theft Water Wind / Hail All Perils
Claims %A | Claims | %A Claims %A Claims %A Claims | %A Claims Y%A
2018 211 - 114 - 184 - 1,007 - 2,933 - 4778 -
2019 232 100% 84 -263% 156 -152% 727 -27.8% 4948 68.7% 6,504 36.1%
2020 114 -50.9% a5 13.1% 111 -288% G627 -13.8% 3,618 -26.9% 4,991 -23.3%
2021 133 167% 68 -2B4% 79 -28.8% 4044 545.0% 3,191 -11.8% 9,163 83.6%
2022 95 -28.6% 62 -8.8% 59 -253% G698 -B27% 1,713 -46.3% 2,910 -68.2%
1 ed Amo by Pe
. Fire Liability Theft Water Wind / Hail All Perils
Incurred | %A | Incurred | %A | Incurred | %A | Incurred % A Incurred | % A Incurred %A
2018 | 59,524,538 -| $B861,762 -| $512,246 - 5967,647 -| $8,941,009 -| $21,183,407 -
2019 | 59749964 2.4%| 5567045 -14.3%| 5398281 -22.3% 5551,611 -43.0%| 520,727,908  131.8%| 532,587,005 53.8%
2020 55,814,901 -40.4%| 5775149 36.7%| G5206,387 -482% 5477 463 -13.4%| 515,297,135 -26.2%| 525,409,229 -22.0%
2021 | $8,558,731 47.2%| $115290 -85.1%| $132,140 -36.0%| 53,661,805 666.9%|$11,647,845 -23.9%| $25,372,609 -0.1%
2022 | 56,421,756 -25.0%| $106,984 -7.2% 599,767 -24.5% 5616,824 -83.2%| 58,448,478 -27.5%| 516,005,313 -36.9%
i ed eve hy Pe
TR Fire Liability Theft Water Wind [ Hail All Perils
Severity | %A | Severity | % 0 Severity | % A Severity | % O Severity | % O Severity | % 0
2018 545,140 - 55,805 - 52,784 - 5961 - 53,048 - 54,434 -
2019 $42,026 -6.9% 56,751 16.3% 52,553 -8.3% 5759 -21.0% 54,189 37.4% 55,010 13.0%
2020 551,008 21.4% 58,159 209% 51,859 -27.2% 5762 0.4% 54,228 0.9% 55,091 16%
2021 564,351 26.2% 51,695 -79.2% 51,673 -100% 5905 18.9% £3,650 -137% 52,769 -45 6%
2022 567,597 5.0% 51,726 1.8% 51,691 1.1% 5884 -2.4% 54,932 35.1% 55,500 98.6%




TFPA - Large Loss Based On Paid Indemnity
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$50-$99 $100-$149 $150-5199 $200-5249 $250-$299 >=$300

(% Paid in Thousands) w2021 w2022

Total  $50-$99 $100-5$149 $150-$199 $200-$249 $250-$299 >=$300

2021 (complete year) 61 37 9 8 3 3 1
Liability 0 0 0 0 0 0 0
2022 (complete year) 55 31 11 5 7 1 0
Liability 0 0 0 0 0 0 0
Variance -6 -6 2 -3 4 -2 -1
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TFPA Litigation Tracking Activity

Litigation Quarter Summary
Fourth Quarter 2022

Summary of TFPA Claims in Suit

N New Settled Closed

= 1st 3rd 1st 3rd 1st 3rd

] Party Party Party Party Party Party

Fg October 6 0 0 0 1 0

=l November | 2 0 0 0 6 0

Sl December | 4 2 0 0 2 0
12 2 0 0 9 0

Summary of TFPA Claims with LORs

N New Settled Closed

S 1st 3rd 1st 3rd 1st 3rd
] Party Party Party Party Party Party
Fg October 8 7 0 0 7 6
g November 6 3 4 3
<

0 0
December 9 1 0 0 10 1
23 11 0 0 21 10




TFPA Claims Litigation
December 2022

TFPA Claims in Suit
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Dec-22

Beginning Ending Inventory
New | Closed
Inventory 1st Party | 3rd Party | TOTAL
Wind/Hail 38 4 (1) 41 0 41
Other Perils 10 0 (2) 9 0
Bodily Injury 5 2 0 0 7
Property Damage 0 0 0 0
TOTAL 53 6 (2) 50 7 57

TFPA Claims with LORs

Beginning Converted Ending Inventory
New | Closed .

~N Inventory to Suit 1st Party | 3rd Party | TOTAL
N‘.J Wind/Hail 58 2 (7) (4) 49 0 49
8 Other Perils 12 7 (3) 0 16 0 16

Bodily Injury 1 (1) 0 3

Property Damage 0 0 0 0 0 0
TOTAL 73 10 | (11) (4) 65 3 68

TFPA Claims with Suits/LORs: Detail of Ending Inventory
Settled & Funded (Awaiting

o Active Unsettled Claims closing documents and final
o S GRAND
(] Suits LORs Suits LORs
Ist | 3rd | 1st | 3rd | Total | 1st 3rd 1st 3rd Total
TOTAL| 50| 7 | 65 3| 125 0 0 0 0 0 125
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Firm Total
Dick Law Firm 35
Manuel Solis, P.C. 25
Chad T. Wilson Law Firm 10
Baker Law 6
Daly & Black, PC 4
Palker Law Firm 4
Law Offices of Willie McAllen 3
Zar Law Firm 3
Arguello Law Firm 2
Omar Ochoa Law Firm 2
Brasher Law Firm 2
Galindo Law 2
Lane Law Firm 1
Buzbee Law Firm 1
Remaining 25 firms 25

TOTAL 125
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TFPA Active Claims with Suits/LORs:

County of Loss Location

County 1st Party 3rd Party Total
Brazoria 1 0 1
Chambers

Dallas

El Paso
Ft. Bend
Galveston
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9. TFPA Operations
OA. IT System Enhancements
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MEMORANDUM
DATE: February 1, 2023
TO: David Durden, General Manager
FROM: Camron Malik, CIO/ VP IT
RE: TFPA Information Technology status

After the approval by the board and completing due diligence we signed the cloud agreement with
Guidewire. We are currently reviewing proposals by the System Integrators who will help with the
migration to the cloud and expect to sign an agreement in Q1. Additionally, we have started early planning
discussions with Guidewire regarding the overall process of migrating to the cloud.

TFPA systems continue in production support mode with all systems stable. We continue with monthly
cadence of releases and work on features for the business departments.

The Infrastructure and Operations team continues to support remote work with excellent quality. All
technology efforts are on-track.

PO Box 99090, Austin, TX 78709-9090 | 1-800-788-8247 | twia.org



OB. Legislative Affairs Update
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MEMORANDUM

DATE:

TO:

FROM:
RE:

January 25, 2023
TFPA Governing Committee
David Durden, General Manager

Legislative & External Affairs Operational Highlights

Legislative & Regulatory Affairs

a)

b)

d)

88™ Legislative Session: The 88" Regular Legislative Session began on January 10 and will run

through May 27. As of this writing, Senate committees have been appointed, but House
committees have not. The Association’s Legislative and External Affairs staff is tracking bills that
may impact our operations and will continue to include our Bill Tracker in our monthly email
updates to you.

Legislative Meetings: We met in January with Rep. Dennis Paul (Harris County) to discuss his bill

(House Bill 998) that would allow the Insurance Commissioner to designate areas within 10
miles of TWIA’s coverage area where property owners’ associations would be eligible for TFPA
coverage.

Stakeholder Inquiries: From October 1 through December 31, 2022, we received and responded

to 2 standing legislative inquiries on TFPA litigation.

Operational Updates: We continue to provide regular email updates to the Governing

Committee, the Texas Department of Insurance (TDI), legislative staff, and coastal elected
officials and stakeholders about Association operational activities.

Q4 2022 TFPA Governing Committee Meeting: LEA Executive Summary February 14, 2023



12. Future Meetings

May 22, 2023 — Marriott South
Austin

August 7, 2023 — Tremont House
Galveston

December 2023 - TBD
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