
 

January 18, 2023 

Chandra Franklin Womack 
Chair, Board of Directors 
Texas Windstorm Insurance Association 
4801 Southwest Parkway 
Building 1, Suite 200 
Austin, TX 78735 
 
Chair Franklin Womack,  

I write to you to formally oppose adopting the Actuarial & Underwriting Committee's proposed 
probable maximum loss (PML). While I applaud the Committee's decision to not utilize the 
disastrously inaccurate short-term surface water temperatures, this increase continues to rely models 
that have dramatically inflated and overestimated the PML. Should the Board of Directors adopt the 
near $1 billion increase in the probable maximum loss, it will surely increase pressure on rates and 
negatively impact your policyholders. 

The Board has many options to consider in setting the PML beyond adopting the Committee's 
recommendation. The Board should take a fiscally conservative approach to setting the PML, 
considering the state of the current reinsurance market. The Board can and should use the lowest 
PML which is the RQE model. The Board can monitor continue to monitor the reinsurance market, 
and if the Board is still concerned about the PML, they can choose to purchase reinsurance in excess 
of the probable maximum loss.  

The PML is a floor, not a ceiling. The Board choosing to set a floor that is so high it appears to be a 
ceiling is irresponsible. The legislature has provided tools for the Board to use in determining the 
probable maximum loss and has allowed the Board to purchase any amount of reinsurance at any 
point in time. I urge the Board to adopt the lowest PML indicated by a model (RQE in this instance), 
and consider purchasing reinsurance in excess of the PML, at a later date. 

There are claims that the inflated modeling is due to the increase in exposure due to TWIA bringing 
on Weston policies. Policies that were dropped by Weston and subsequently picked up by TWIA are 
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lower risk policies. Weston's insolvency should not be utilized to justify the inflation of the PML by 
nearly $1 billion. 

For too long TWIA policyholders have shouldered the costs for the over-purchasing of reinsurance 
due to an inflated probable maximum loss. I urge the Board of Directors to adopt a 1 in 100 year 
probable maximum loss that sets a reasonable floor, does not utilize the unreliable and disproven 
short-term surface water temperature data, adopts the lowest PML that is established by modeling, 
and considers purchasing reinsurance in excess of the PML. To the extent the Board discusses the 
Loss Adjustment Expense (LAE), the LAE should not be included in the PML but should be 
accounted for in excess of the probable maximum loss. 

Sincerely, 

 

Mayes Middleton 
Texas State Senator 
Senate District 11  
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January 19th, 2023

Dear Ms. Franklin-Womack:

Ms. Franklin-Womack, and members of the TWIA board of directors, thank you for the opportunity to testify on behalf of the Coastal Windstorm 
Insurance Coalition. On behalf of our board, members, and coastal policyholders, we thank you for taking the time to serve the State of Texas in this 
voluntary capacity. We also thank you for allowing time in your Board meeting agendas to hear from your various stakeholders in seeking the best 
outcomes for all parties.

As I have not had the opportunity to say so on the record yet, I’d also like to personally congratulate the board on its decision to hire David Durden 
as TWIA’s general manager. Although I have not had the opportunity to work with him in his new capacity, I have worked with him on numerous 
occasions in past roles, and have always found him to be capable, attentive, and reasonable when working with him in the past. I look forward to 
continuing a good working relationship with him in his new role. I can say that many stakeholders representing coastal interests feel the same way. 
Congrats David.

Since the purpose of today’s meeting is for this board to determine TWIA’s 100-year probable maximum loss (PML) for the 2023 storm season, I 
will confine my remarks to that specific issue.  The A&UC recently met and recommended a 100-year PML of $5.244 billion using a 50/50 blended 
AIR and RMS model approach. Unfortunately, in doing so, the Committee appeared to ignore several important factors, not the least of which is the 
counsel of its own independent actuarial firm, Willis Towers Watson, who said that the RMS Model was more representative of TWIA’s book of 
business and should be given greater weight than the AIR Model.

Blending the models 50/50 ignores the legislative intent of recently passed legislation, and also ignores all the letters from legislators imploring the 
TWIA Board to look at methods that  help all stakeholders, including coastal ratepayers. Picking a 100-year PML that TWIA’s own contracted 
independent consultant says unnecessarily skews reinsurance costs needlessly harms coastal Texans who ultimately pay for that excess reinsurance 
through increases in rates.

It’s this kind of recommended action that ultimately leads to TWIA claiming rate inadequacy year after year, and also shows that even with 
consistent rate increases over the last 20 years, we are still  just as far from “actuarially sound” rates as we were back then.

I understand that proponents can always employ “what-if” scenarios that make it seem scary to not select a higher 100-year PML; however, the 
statutory directive for this Board is not to base its decisions on “what-if” scenarios, but rather upon a reasonable 100-year PML that does not include 
the purchase of excessive amounts of expensive reinsurance.  Furthermore, purchasing excessive amounts of reinsurance prevents TWIA from 
building up the CRTF in good years to fund future hurricane years.

Unfortunately, even with the statutory directive, determining a 100-year PML can be manipulated, and thus, as I stated earlier, can circumvent the 
legislative intent of  keeping reinsurance costs and policyholder rates reasonable and appropriate.

Another issue, that was not  addressed by the A&UC in making its recommendation, is the dramatically increased current market reinsurance rates. 
This compounds the issues laid out above, by not only requiring coastal policy holders to buy more reinsurance to fund a higher 100-year PML, but 
also to pay more for reinsurance for which rates are expected to increase by over 50%. I’d like to remind the Board that after Hurricane Ike TWIA 
did not purchase any reinsurance for two years, presumably because it was either unaffordable or unavailable.  We are in a similar situation today 
because of Hurricane Ian, which suggests the Board select a more affordable 100-year PML than that recommended by the A&UC to keep 
policyholder rates stable.

I implore this Board to look beyond the recommendations from the A&UC, particularly because the vote was controlled by a majority of insurer 
representatives and consider the real cost to policyholders relative to the actual statutory duties required of this Board.

Thank you for your time this morning, Please let me know if you have any questions.

Sincerely,

Ryan Brannan
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