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The cream and green 
building with the rusted 
iron gate looms large over 
Cannon Street, a hodge-
podge of architectural 
styles that has been home 
to a secretive sisterhood for 
more than a half-century.
!e United Order of Tents 

has weathered civil war, 
segregation and strife since 
its birth in the late 1800s. 
But now, the ravages of time and city building 
codes threaten to leave the group homeless.
!e Tents are facing a monster repair bill to 

shore up their crumbling building, which has 
developed severe structural issues. !e repair 
costs could run in the neighborhood of $700,000, 
and the Tents just don’t have that kind that kind 
of cash on hand.

Preservation groups are 
rallying to help the group, 
run entirely by black wom-
en, many of whom are el-
derly. But in the meantime, 
Charleston officials have 
hauled the group into the 
city’s Livability Court, and 
a judge has given the Tents 
until early next month to 
board up the place.

At the moment, they 
don’t even have the mon-
ey do to that, though the 
Preservation Society of 

Charleston has offered to pick up the tab for 
securing the building.
!e society also recently listed the Tents build-

ing, at 73 Cannon St., on its new “Seven to Save” 
list highlighting the Lowcountry’s most pressing 
preservation issues.

Dwindling sisterhood could lose home

BRAD NETTLES/STAFF

The city of Charleston is taking The United Order of 
Tents to Livability Court to try to get the organiza-
tion to !x up its aged Cannon Street headquarters.

They’ve been trying to 
get that property from 
us for years. We won’t 
sell it, so they found 
another way to sneak 
in and try to take it 
from us.
Margaret Thomas

WADE SPEES/STAFF

Ferguson, 73, has taken signi!cant 
time to learn about the complexi-
ties of hurricanes.

WADE SPEES/STAFF

This is one of many documents 
that Daryl Ferguson has used in 
his research on insurance risk and 
rates.

BY TONY BARTELME
tbartelme@postandcourier.com

Some things are certain: As the earth spins, 
air moves swi"ly around the equator, cre-
ating the trade winds.

It’s also certain that storms will form because 
the sun shines bright where these trades blow, 

turning sea water into 
sky-high clouds of steam 
that inevitably collapse, a 
process announced by tor-
rents of rain and thunder.

And we know for sure 
from history and physics 
that a few of these air mass-
es will spin counterclock-
wise, slowly at #rst, then 
faster and with enough 
momentum to $atten cit-
ies, alter destinies, and if 
hooked into some fantastic 
electric grid, pack enough 

energy to light every bulb on earth.
Beyond these certainties, hurricanes challenge 

us with their unknowns. !ey are so in#nitely 
changeable that it may be mathematically im-
possible to predict their exact paths more than 
a few weeks in advance.

Because we can’t predict the future, the begin-
ning of hurricane season is a time of warnings 

Storm of Money 
Hurricanes, insurance and the secret  
black boxes that make our rates so high

In this story, 
you’ll read about:

 Your risk of 
being a%ected 
by a hurricane. 
It’s less than you 
might think.

 How the  
insurance  
industry sets 
rates. Is it fair?

 What our 
state regulators 
do and don’t do.

Please see STORM OF MONEY, Page A4

New Outdoors  
column starts today
2012 season begins for black sea bass. 8C

Outdoors events, 8C
Trophy Case, 7C
Trident tournament 
standings, 7C

 Please see SISTERHOOD, Page A6

On the Web
SEARCHABLE  
DATABASE: Find 
out which property 
insurance compa-
nies charge the least 
in your county.

S.C. AND THE  
NATION: Compare 
rates in all 50 states 
by property value, 
and learn about the 
nearly 30 hurricanes 
that have struck 
South Carolina since 
1854.

Getting foreign artists 
to the U.S. a trying, 
bureaucratic challenge

Spoleto, A11

Winning Piccolo sand 
sculpture inspired by 
‘The Hunger Games’ 

Local & State, B1

The deals market has 
gotten hotter than 
ever in Lowcountry

Money, F1

Carolina-Clemson 
thriller among the best 
games in series history

Sports, C1
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Mostly cloudy.  
High 73. Low 50. 
Complete 5-day 
forecast, B6
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Big questions ahead  
of A#ordable Care Act  
in South Carolina

Local & State, B1

Insurance companies use secret computer programs to !gure 
hurricane costs and injury payments. Mark Romano was an expert in 
a program which he says could be “tuned” to pay as little as possible. 
This latest installment in “Storm of Money” is a tale of conscience, 
black boxes and the ways insurers can rig the system in their favor.

!e
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BY TONY BARTELME tbartelme@postandcourier.com

M ark Romano gripped the steering 
wheel and tried to keep his car from 
swerving into another commuter on 

the busy Illinois tollway.
“God, please don’t let me hurt someone,” he 

prayed. 
Dizzy again. !ese bouts of vertigo were barely 

noticeable at "rst, but something else was going 
on now. At night, he would lie in his bed, stare 
at the ceiling and watch everything twirl. In the 
morning, the spells came in waves during his 
commute to Allstate’s national headquarters in 
suburban Chicago.
Stress? 
It was December 2007, and Romano was a se-

nior manager at Allstate and its top expert in 
Colossus, a program that calculates how much 
a person might be paid for an injury claim. He 
was in charge of two projects to “tune” and “re-
calibrate” Colossus, work he knew could a#ect 
payments to thousands of people.
Colossus was part of a quiet revolution in the 

insurance industry.
Before the early 1990s, insurance was a 

Please see INSIDER, Page A10

“A part of this 
story is the 
failure of state 
insurance 
regulators to 
police insurance 
companies’ 
conduct.” 
Jay Feinman,  
law professor at  
Rutgers University

BY ROBERT BEHRE
rbehre@postandcourier.com

Charleston’s Confederate Home took 
shape in the ashes of the Civil War as a 
haven for women and children whose 
lives had been turned upside down.
!e war ended almost 150 years ago, 

but the city still has people in need. 
While the home has evolved in many 
ways — residents no longer need to 
have a tie to a Confederate soldier —it 
continues to try to meet that need.

“!is is one of Charleston’s oldest 
charitable institutions,” said Barbara 
Zimmerman, chairwoman of the 
board that runs the nonpro"t home, 
“and it’s still serving the city.”

But both time and water are taking 
their toll here, and if le# unchecked, 
they pose a threat to the home’s build-
ings and the people they serve.

A resident’s story
Alma “Sally” Montague arrived in 

Charleston to visit a friend at the Con-
federate Home two decades ago and 
moved in 30 days later.

She has lived here ever since and 
enjoys interacting with the other resi-
dents of limited means and with the 
artists and authors who have studios 
in this vast complex of 19th century 
buildings between Broad and Chalm-
ers streets.

“It really is a wonderful mixture of 
people here,” she said.

She also enjoys the affordability 
— no resident pays more than $400 
rent a month, utilities included —and 
prime location just down from City 
Hall. And then there’s the picturesque 
courtyard —one that attracts social-
ites and celebrities, such as Susan Sa-
randon’s daughter, to hold weddings 
and other special events there.

Montague said this is the only one of 
"ve charitable homes built for Confed-
erate widows a#er the Civil War that 
still continues a mission of providing 
quality housing to those with a legiti-
mate need.

Ultimately, that is what’s at stake 
as the home grapples with the kinds 
of problems commonly found in the 
city’s old buildings.

‘Less quality oriented’ 
Jim Wigley is well acquainted with 

the threats facing the Confederate 
Home.
!e contractor has worked here o$ 

and on for several years, mostly ad-
dressing life-safety issues such as out-
dated "re alarm and electrical systems 
and a third-%oor piazza rail that was 
both too %imsy and too low.

Time 
takes toll 
on iconic 
charity
Confederate Home 
in need of repair 

 SUNDAY, December 2, 2012

STAFF ILLUSTRATION

Insider

Please see CONFEDERATE, Page A14

Visit postandcourier.
com/storm-of-money 
for in-depth coverage 
on how insurance com-
panies use controversial 
“catastrophe models” to 
set rates, and how this 
has blown premiums sky 
high on the coast. Other 
stories explore the weird 
world of wind pools, re-
insurance and long-term 
care, plus interactive 
maps and search tools 
can help you shop for 
home insurance.

Read more

LEROY BURNELL/STAFF

Rust under the Confederate 
Home’s iconic dormer windows is 
just one of many problems.

Get 55% off 
a holiday rejuvenation  
package at Seeking Indigo. 

See A2.
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The  
average 

insurance  premium 
has gone 
up in S.C. 

73% 

BY TONY BARTELME
tbartelme@postandcourier.com

Consider for a moment what would happen if 
your city, county and school governments 
doubled your tax bills.

“!ere would be a huge uproar,” said Daryl Fer-
guson, a retired executive from Beaufort. “!ere 
would be referendum votes, and people would de"-
nitely not be re-elected.”

And yet ... 
Something similar has happened in coastal coun-

ties of South Carolina, but the government isn’t 
raising your taxes. It’s home insurance companies 
hiking your premiums.

A lot.
During the past decade, average home insurance 

bills statewide have risen 73 percent.
But this increase masks much larger rate hikes 

on the coast. Some homeowners in Charleston, 
Beaufort and other coastal counties have seen their 
premiums triple, and now pay more for home insur-
ance than property taxes.

What’s more, South Carolinians pay on average 
about one-quarter more for their homeowners’ 
insurance than property owners in North Caro-
lina and Georgia, a Post and Courier analysis 
shows.

And insurance companies aren’t talking about 
lowering rates, even though home values and the 
cost of replacing homes has stagnated or gone 
down. Just this year, Allstate, the state’s second-

largest company, raised rates 18 percent statewide 
and 35 percent for people who live in Charleston 
County and other areas near the coast.

Then the company promptly announced that 
it was dropping 10,000 customers who had older 
houses and didn’t have Allstate auto coverage.

Where is the uproar? “I think people feel disen-
franchised and discouraged,” said Ferguson, who 
ran several large utility companies before he retired. 
Concerned about the economic impact of these rate 
increases, Ferguson said he has spent 2,000 hours 
investigating the state’s insurance situation, and he 
formed a team of business people and lawmakers 
to push reforms.

“!is is a huge issue because these rates are taking 
money out of our pockets when times are as tight 
as ever; they’re a#ecting tourism and economic de-
velopment,” he said. “We have a small BP situation 
here, a slow-moving economic blowout and we’re 
feeling the "rst oil come to shore.”

Can anything be done to stop this surge of higher 
rates or help consumers in other ways? Consumer 
advocates and insurance experts say yes, but it will 
take creativity and leadership.

10 ways to   
FIGHT BACK

10 ways to !ght back, pages A10-A11
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Online
For a comprehensive look at insurance  
rates, tools to help you shop for insurance and 
to read other stories in the series, go to post 
andcourier.com/storm-of-money

BY DIANE KNICH
dknich@postandcourier.com

!e Citadel espouses the values of 
honor, duty and respect, but it o$en 
fails to live up to them, Lt. Gen. John 
Rosa said.

That’s what school leaders have 
learned in the wake of investiga-
tions into the military 
college’s handling of a 
complaint against child 
molester Skip ReVille, 
said Rosa, the school’s 
president.

The college in Janu-
ary launched a review 
of the school’s proce-
dures and operations, 
hoping to learn where 
its programs are falling 
short. !e process was 
led by former Univer-
sity of South Carolina 
President John Palms 
and acting James Madison University 
President Russell Warren.

School leaders have likened it to a 
business undergoing a risk assessment. 
!e results were released this month.

And they aren’t f lattering for the 
school.

Rosa 
promises 
‘cultural’ 
change’
New report reveals 
negative incidents

READ 
MORE
To read  
the report, 
go to  
postand 
courier.
com

BY GLENN SMITH
gsmith@postandcourier.com

Rachel Crowley hoped she had seen 
the last of her husband when a judge 
sent him to prison for 20 years for kid-
napping and torturing her with a stun 
gun at a North 
Charleston motel 
in 2006.

The attack left 
her scarred and 
rattled, alone and 
broke. Crowley 
didn’t have the 
money to hire 
an attorney, and 
she was scared to 
provoke her hus-
band by "ling for divorce. She hoped 
that if she just let him be, he would 
serve his sentence and leave her alone.

But Clark David Thomas wasn’t 
about to let that happen.
!e 50-year-old inmate got himself a 

do-it-yourself legal guide, taught him-
self some law and "led his own divorce 
complaint, accusing Crowley of men-
tal and physical cruelty, adultery and 
habitual drunkenness.

Inmate 
fails in 
onerous 
court case
He wanted alimony 
from abused wife

Thomas

 Please see INMATE, Page A6
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Program reaches out 
to veterans who have 
landed behind bars

Faith & Values, G1

Do the 
underdogs 
have an 
edge at 
tonight’s 
Emmys?

Arts, E1

Dennis 
Quaid 
goes to 
Vegas

Beware of those pesky 
401(k) fees that can 
chip away at savings

David Slade column, F1

COLLEGE 
FOOTBALL 
FIREWORKSC1
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Sunny and clear. 
High 76. Low 49. 
Complete 5-day 
forecast, B8
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7 essential answers 
to what’s going on in 
the Episcopal Church 

Faith & Values, G1

Time will tell if Boeing 
becomes a union shop 
in South Carolina

Money, F1

With lawsuit settled, 
Cigar Factory project 
looks to reignite

Money, F1

Choose perennials as  
solution to annual fall 
gardening problem

Home & Garden, D1

TYRONE WALKER/STAFF

A construction crane dominates the skyline of Upper King Street, where development projects 
include a 300-room hotel and 200-apartment building.

Several notable new real estate projects are popping 
up along and near upper King and Meeting streets,  
two of the peninsula’s main commercial corridors.

Line St.

King St.
King St.

Meeting St.
Meeting St.

St. Philip St.
St. Philip St.

Cannon St.

Morris St.

Woolfe St.

Mary St.

Reid St.

Ann St.Radcli!e St.

Spring St.

Piggly
Wiggly

Columbus St.

Marching north 

26

17

The Alley:
Bowling, restaurant

Elan 
Midtown:
200 apartments, 
retail space

Holiday Inn:
120-room hotel

400 Meeting:
42 apartments

PeopleMatter:
Corporate o"ce

Midtown:
300-room hotel, retail, 
o"ce, residential

Evening Post 
Publishing Co. 
Redevelopment 
of nearly 12 acres

STAFF

“What they are doing right now, I never thought I  
would see it in my lifetime.”

Edward Jones, vice chairman of Eastside Community Development Corp.

BY DAVID SLADE
dslade@postandcourier.com

New restaurants and shops have 
changed the face of Charleston’s Up-
per King Street, but the next wave of 
development rolling up the peninsula 
will bring something else — lots of 
people.

Hundreds of apartments and hotel 
rooms are rising on Upper King and 
Meeting streets, and hundreds more 
are planned.

“I think it’s wonderful,” said !omas 
Read, who sells high-end stereo equip-
ment from the eclectic, 100-year-old 
Read Brothers store at King and Spring 
streets. “We’ve got a store, so we need 
people.”

And they are going to get them, with 
a 300-room hotel and a 200-apart-
ment building going up on King and 
Meeting streets at Spring Street.

“When that hotel is built, they will be 
right across the street from us, and that 
will help everyone on the block,” Read 
said.

One block north, Evening Post 
Publishing Co., parent company of 
!e Post and Courier, is working on 
plans to redevelop nearly 12 acres 
along King and Meeting streets.

With the development boom that’s 
going on, Read is considering renovat-
ing apartments on the third "oor of the 
Read Brothers building, which have 
been vacant since the 1940s.

Bringing people 
to Upper King

Apartments, hotel 
rooms big part of 
development boom

BY TONY BARTELME
tbartelme@postandcourier.com

Mattie Jewel Poston’s story begins 
with a gray #le box.

It’s a modest plastic container with 
a sticker of an American "ag on the 
front. Stored inside are folders with 
receipts and bills that 
Matt ie’s husband, 
Herman, kept for 
years: bills for burial 
insurance, receipts 
for the long-term care 
insurance he took out 
in case they couldn’t 
ta ke care of each 
other. “He carried 
that box everywhere 
we went,” Poston said 
one a$ernoon, sitting 
in a wheelchair in 
Heartland’s nursing 
home in West Ashley. 
“Insurance was a must; it was so im-
portant.”

Like many aging Americans, Mat-
tie and Herman were concerned about 
the high costs of medical care in the 
twilight of their lives. Children of the 
Great Depression, they told their loved 
ones over and over that they didn’t 
want to be burdens as they aged. And 
to make sure, they, along with more 
than 7 million other people, bought 
long-term care insurance, in their case 
from Banker’s Life.

Long-term 
care ordeal 
for elderly
Insurance denials 
create nightmares

BY CHARLES BABINGTON  
and THOMAS BEAUMONT
Associated Press

NORFOLK, VA. — With one debate 
and one jobs report to go, President 
Barack Obama and Republican Mitt 
Romney are hurtling towards Election 
Day in a virtual deadlock, each con-
vinced that victory is within reach if 
his campaign sticks with its plan. 

In 16 days, voters will prove one of 
them wrong. 

When that happens, the losing team 
will have years to ponder whether one 
#nal tweak in tactics or message might 
have turned a #ercely fought, some-
times joyless election that seems likely 
to rank among the nation’s closest. 

Having steadied himself a$er a dam-
aging #rst debate, Obama is banking 
on his renowned get-out-the-vote 
ground operation to steer millions of 

Presidential 
candidates 
hurtle on

ELECTION 2012

Please see DEVELOPMENT, Page A6

Charleston’s Department of 
Planning, Preservation and Sus-
tainability will host a meeting 
with neighborhood groups to 
review the Evening Post Pub-
lishing Co.’s initial plans on Nov. 
16. The public meeting starts 
at 5 p.m. in the city planning 
o"ces on the top #oor of 75 
Calhoun St.  Some key points of 
the company’s plan are:

Want to get involved?
 New parks, preserva-

tion of the railroad right-
of-way between King 
and Meeting streets 
where the city hopes to 
create a pedestrian mall 
or bike path, and a pos-
sible one-block exten-
sion of Columbus Street 
are among the planning 
concepts. 

 Redevelopment of the nearly 12 acres 
is seen as a roughly 10-year plan.

 The plan could potentially create 
upwards of 2 million square feet of new 
buildings and parking structures.

 The !rst phase would involve a vacant 
lot at Meeting and Columbus streets. 

Please see CARE, Page A10

8QUESTIONS
Dorchester District 2  

School Board  
candidates

Read their answers on Page A12

MULTI!
MEDIA
For a video 
and related 
court  
documents, 
go to post 
andcourier.
com
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Paper’s ownership has major plans for area, A6INSIDE | 

USC FACES FLORIDA, C1

10K STRONG
Supporters converge for 

breast cancer run, B1

 SUNDAY, October 21, 2012

ONLINE: For interactive 
maps and a searchable 
database of rates in 
your county, or to read 

previous stories in the series, go to 
postandcourier.com/storm-of-
money.

FILE/TYRONE WALKER/STAFF

In 2007, Kyle Rogers strongly voiced his support of a proposed anti-illegal-immigration resolu-
tion in the S.C. General Assembly during a public debate in North Charleston. Rogers was recently 
named one of the radical right’s “30 to watch” by the Southern Poverty Law Center (below).

Partly cloudy.  
High 91. Low 72. 
Complete 5-day 
forecast, B8
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Slaves who 
were taken 
to the United 
States hit the 
slave lottery.

— Kyle Rogers

BY GLENN SMITH  gsmith@postandcourier.com

Kyle Rogers has been described as a white suprem-
acist and one of the rising leaders of America’s 
radical right, but most of his neighbors in Sum-

merville probably don’t even know he’s there.
!e 35-year-old computer engineer has kept a relatively 

low pro"le in local circles since moving from Ohio to the 
Lowcountry in 2004.

But he’s been busy building a name for himself through 
racially provocative writings and as a key player in the 
Council of Conservative Citizens, a national group that 
opposes “all e#orts to mix the races of mankind.”

SUBURBAN
SUPREMACIST?

Summerville resident Kyle Rogers 
a rising star in radical right movement

BY TONY BARTELME
tbartelme@postandcourier.com

Every year, about 47,000 property 
owners on the coast of South Caro-
lina pay millions of dollars to a special 
insurance organization that funnels 
nearly all of this money to a group of 
super-wealthy companies in Bermu-
da, Switzerland and other far-$ung 
locales.

Welcome to the Byzantine world of 
the “wind pools,” where rates are set 
high on purpose and insurers spend 
millions to insure themselves.

Most coastal states have wind pools 
— government-chartered nonprof-
its that insure high-risk homes and 
buildings no private insurance com-
pany wants to cover.

And some have become massive en-
terprises. Florida’s wind pool, Citizens 
Property Insurance Corp., insures 1.4 
million properties and collects $3 bil-
lion in premiums a year.

South Carolina’s smaller iteration is 
the S.C. Wind and Hail Association, 
which every year collects nearly $100 
million in premiums from 46,000 
homeowners and 1,000 commercial 
property owners in two zones near 
the water.

In Charleston County alone, it in-
sures about 10,000 properties valued 
at $4 billion. On average, owners shell 
out about $2,040 for coverage against 
wind and hail damage. !at doesn’t 
include coverage for "res and $ood-
ing, which requires separate polices.

“I’m paying almost $5,000 for all my 
insurance now,” said George L. Wil-
liams, a retired veteran from the Isle 
of Palms whose home is in one of the 
wind pool zones. “Really and truly, I 
would like someone to explain what’s 
going on with the money.”

Some consumer advocates say wind 
pools reflect a troubling trend: Pri-
vate insurance companies are shi%ing 
high-risk properties to these groups 
and keeping “the safest risks for them-
selves,” a report by the Consumer Fed-
eration of America said this year.

“It is akin to solving the health in-
surance crisis by requiring states to 
cover sick or terminally ill patients, 
while the private sector writes cover-
age for young and healthy consumers,” 
the report said.

Others say wind pools have helped 
prevent real-estate meltdowns in 
hurricane-prone areas by giving 
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Coastal 
property 
at mercy 
of wind 
pools
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Follow the Gamecocks
For complete coverage of 

South Carolina’s bid for a third 
straight College World Series 
championship and Gamecocks 
beat writer Darryl Slater’s  
reports from Omaha, go to 
postandcourier.com.

BY MARK SHERMAN and 
RICARDO ALONSO&ZALDIVAR
Associated Press

WASHINGTON — Some people 
already are anticipating the Supreme 
Court’s ruling on President Barack 
Obama’s health care law as the “deci-
sion of the century.” But the justices 
are unlikely to have the last word on 
America’s tangled e#orts to address 
health care woes.

!e problems of high medical costs, 
widespread waste, and tens of millions 
of people without insurance will re-
quire Congress and the president to 

keep looking for answers, whether or 
not the A#ordable Care Act passes the 
test of constitutionality.

With a decision by the court expect-
ed this week, here is a look at potential 
outcomes:

Q: What if the Supreme Court up-
holds the law and !nds Congress was 
within its authority to require most 
people to have health insurance or 
pay a penalty?

A: !at would settle the legal argu-
ment, but not the political battle.
!e clear winners if the law is upheld 

and allowed to take full e#ect would be 
uninsured people in the United States, 
estimated at more than 50 million.

Starting in 2014, most could get cov-
erage through a mix of private insur-
ance and Medicaid, a safety-net pro-
gram. Republican-led states that have 

Q&A: A look at the possible health care outcomes
Inside
COMMENTARY: Obamacare purge 
won’t cure our Nanny State-itis. A15

CAMPAIGN ’12: How presidential  
contenders will react to ruling. A4

 Please see Q&A, Page A7
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BY GLENN SMITH
gsmith@postandcourier.com

The cream and green 
building with the rusted 
iron gate looms large over 
Cannon Street, a hodge-
podge of architectural 
styles that has been home 
to a secretive sisterhood for 
more than a half-century.
!e United Order of Tents 

has weathered civil war, 
segregation and strife since 
its birth in the late 1800s. 
But now, the ravages of time and city building 
codes threaten to leave the group homeless.
!e Tents are facing a monster repair bill to 

shore up their crumbling building, which has 
developed severe structural issues. !e repair 
costs could run in the neighborhood of $700,000, 
and the Tents just don’t have that kind that kind 
of cash on hand.

Preservation groups are 
rallying to help the group, 
run entirely by black wom-
en, many of whom are el-
derly. But in the meantime, 
Charleston officials have 
hauled the group into the 
city’s Livability Court, and 
a judge has given the Tents 
until early next month to 
board up the place.

At the moment, they 
don’t even have the mon-
ey do to that, though the 
Preservation Society of 

Charleston has offered to pick up the tab for 
securing the building.
!e society also recently listed the Tents build-

ing, at 73 Cannon St., on its new “Seven to Save” 
list highlighting the Lowcountry’s most pressing 
preservation issues.

Dwindling sisterhood could lose home

BRAD NETTLES/STAFF

The city of Charleston is taking The United Order of 
Tents to Livability Court to try to get the organiza-
tion to !x up its aged Cannon Street headquarters.

They’ve been trying to 
get that property from 
us for years. We won’t 
sell it, so they found 
another way to sneak 
in and try to take it 
from us.
Margaret Thomas

WADE SPEES/STAFF

Ferguson, 73, has taken signi!cant 
time to learn about the complexi-
ties of hurricanes.

WADE SPEES/STAFF

This is one of many documents 
that Daryl Ferguson has used in 
his research on insurance risk and 
rates.

BY TONY BARTELME
tbartelme@postandcourier.com

Some things are certain: As the earth spins, 
air moves swi"ly around the equator, cre-
ating the trade winds.

It’s also certain that storms will form because 
the sun shines bright where these trades blow, 

turning sea water into 
sky-high clouds of steam 
that inevitably collapse, a 
process announced by tor-
rents of rain and thunder.

And we know for sure 
from history and physics 
that a few of these air mass-
es will spin counterclock-
wise, slowly at #rst, then 
faster and with enough 
momentum to $atten cit-
ies, alter destinies, and if 
hooked into some fantastic 
electric grid, pack enough 

energy to light every bulb on earth.
Beyond these certainties, hurricanes challenge 

us with their unknowns. !ey are so in#nitely 
changeable that it may be mathematically im-
possible to predict their exact paths more than 
a few weeks in advance.

Because we can’t predict the future, the begin-
ning of hurricane season is a time of warnings 

Storm of Money 
Hurricanes, insurance and the secret  
black boxes that make our rates so high

In this story, 
you’ll read about:

 Your risk of 
being a%ected 
by a hurricane. 
It’s less than you 
might think.

 How the  
insurance  
industry sets 
rates. Is it fair?

 What our 
state regulators 
do and don’t do.
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shore up their crumbling building, which has 
developed severe structural issues. !e repair 
costs could run in the neighborhood of $700,000, 
and the Tents just don’t have that kind that kind 
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Preservation groups are 
rallying to help the group, 
run entirely by black wom-
en, many of whom are el-
derly. But in the meantime, 
Charleston officials have 
hauled the group into the 
city’s Livability Court, and 
a judge has given the Tents 
until early next month to 
board up the place.

At the moment, they 
don’t even have the mon-
ey do to that, though the 
Preservation Society of 

Charleston has offered to pick up the tab for 
securing the building.
!e society also recently listed the Tents build-

ing, at 73 Cannon St., on its new “Seven to Save” 
list highlighting the Lowcountry’s most pressing 
preservation issues.

Dwindling sisterhood could lose home
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The city of Charleston is taking The United Order of 
Tents to Livability Court to try to get the organiza-
tion to !x up its aged Cannon Street headquarters.
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get that property from 
us for years. We won’t 
sell it, so they found 
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Some things are certain: As the earth spins, 
air moves swi"ly around the equator, cre-
ating the trade winds.

It’s also certain that storms will form because 
the sun shines bright where these trades blow, 

turning sea water into 
sky-high clouds of steam 
that inevitably collapse, a 
process announced by tor-
rents of rain and thunder.

And we know for sure 
from history and physics 
that a few of these air mass-
es will spin counterclock-
wise, slowly at #rst, then 
faster and with enough 
momentum to $atten cit-
ies, alter destinies, and if 
hooked into some fantastic 
electric grid, pack enough 

energy to light every bulb on earth.
Beyond these certainties, hurricanes challenge 

us with their unknowns. !ey are so in#nitely 
changeable that it may be mathematically im-
possible to predict their exact paths more than 
a few weeks in advance.

Because we can’t predict the future, the begin-
ning of hurricane season is a time of warnings 

Storm of Money 
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 Your risk of 
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might think.
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and pleas to prepare. Like the hu-
midity, anxiety settles in for the 
summer.

South Carolinians also try to tame 
this uncertainty by forking over 
$1.3 billion in homeowner’s insur-
ance premiums every year. How 
insurance companies set these rates 
is a story that touches all of us, but 
especially those who own homes in 
coastal counties.

It’s a story that leads to globally 
recognized scientists, including 
some with data that show a home 
on the coast might not experience 
catastrophic hurricane winds for 
hundreds of years.

It features pro!t-seeking insurance 
companies that hiked rates, frustrat-
ed homeowners who scrambled to 
pay for these increases, and brilliant 
researchers who invented controver-
sial computer models dubbed “black 
boxes.”

It shines a light on South Carolina’s 
insurance regulators, who for the 
past decade watched rates soar but 
did almost nothing to !nd out how 
these secret black boxes truly a"ect 
homeowners’ rates.

It could begin almost anywhere, 
but why not start at a cocktail party?

Fear of hurricanes
#ree years ago, Daryl Ferguson 

and his wife were mingling with 
friends in Beaufort when a famil-
iar topic came up: “Have you been 
watching TV?” a retiree from Con-
necticut asked Ferguson. “A hur-
ricane is tracking right at Beaufort 
County.”

Another friend chimed in: “#ey 
don’t hit us that o$en, but when they 
do it’s awful. We almost got wiped 
out in 1893.” #ese fears got personal 
when two friends told Ferguson a$er 
church that they were moving back 
to Ohio. “I said, ‘You guys love the 
Lowcountry, why are you leaving?’ 
And my friend said that his wife just 
worries about the hurricanes all the 
time.”

Ferguson began to wonder: What is 
the true risk?

Ferguson, 73, isn’t your ordinary 
retiree. He jabs the air when he 
makes a point and has an authorita-
tive voice that seems to echo even 
in a carpeted room. For 10 years, he 
was president and chief executive 
o%cer of Citizens Utilities, then the 
largest diversi!ed utility company in 
the nation.

Between 2000 until his retirement 
in 2005, he was chairman of Hun-
garian Telephone, sometimes match-
ing wits with Russian ma!a !gures. 
“I like complex problems,” he said. 
So three years ago he began to learn 
about the complexities of hurricanes.

Ferguson’s !rst call was to the 
National Hurricane Center, the 
National Oceanic and Atmospheric 
Administration’s concrete fortress in 
Miami. He spoke to the head of the 
center’s science unit and other me-
teorologists. He !lled binders with 
charts and notes.

Over time, Ferguson learned 
how the jet stream undulates like a 
dropped !rehose across the United 
States, but that it tends to twist south 
in the fall, sending tropical storms 
south into the Gulf of Mexico or 
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north toward the Outer Banks, away 
from South Carolina.

He felt more reassured as he dis-
covered that wind !elds on the west 
side of hurricanes usually are smaller 
and weaker than on the east side. He 
learned about a quirk in South Caro-
lina’s geography.

South Carolina is triangular, like a 
poorly cut piece of pie, with the crust 
side facing the ocean. "is triangle 
is positioned in such a way that the 
northern part of the coast juts about 
150 miles farther into the ocean than 
the southern section.

Put another way, North Myrtle 
Beach is 150 miles closer to the At-
lantic hurricane lanes 
than Hilton Head.
"e concave shape 

of the coast makes the 
area from Charleston to 
Jacksonville less vulner-
able to hurricanes, said 
Chris Landsea, science 
and operations o#cer 
at the hurricane center, 
one of the experts Fer-
guson contacted.

“South Carolina does 
indeed get struck by 
major hurricanes,” 
Landsea said, but the 
state’s risk “is relatively 
lower” than Florida, 
coastal Louisiana and 
North Carolina’s Outer Banks.

Ferguson heard similar state-
ments from other forecasters. “I was 
stunned. "ey all kept saying the 
words ‘relatively low risk.’”

Relatively low risk? In Ferguson’s 
mind, that went against the conven-
tional wisdom that South Carolina is 
a hurricane magnet. It also seemed 
at odds with history.

Since 1851, 30 hurricanes had spun 
within 50 miles of South Carolina, 
according to NOAA records. "at 
was one about every !ve years, which 
seemed to be the de!nition of vul-
nerable.

But a closer look at the data was re-
vealing: Of these 30 storms, 23 were 
minor hurricanes, such as 2004’s 
Charley and Gaston, which caused 
minimal damage.
"e remaining seven had winds 

greater than 110 mph and indeed 
wrought devastation where they had 
gone ashore. "e Sea Islands Hurri-
cane of 1893 killed as many as 2,000 
people around Beaufort; Hugo in 
1989 took 26 lives in South Carolina 
and caused $6 billion in damage.

But even these catastrophic hur-
ricanes o$en le$ large swaths of 
South Carolina unscathed. Hugo, for 
instance, did little damage south of 
Seabrook Island, and more than half 
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South Carolina unscathed. Hugo, for 
instance, did little damage south of 
Seabrook Island, and more than half 

of the state saw winds of less than 60 
mph.

So while it was correct to say seven 
major hurricanes had touched some 
area in South Carolina since 1851, 
about one every 23 years, that didn’t 
really say much about the long-term 
vulnerability of a particular house in 
Beaufort or Charleston.

And in the end, Ferguson asked 
himself: Don’t people want to know 
what’s likely to a!ect them person-
ally?

Di!erent perspective
When scientists look at speci"c 

locations instead of areas as large 
as states, the odds of a 
home being hit by a hur-
ricane change dramati-
cally.

Kerry Emanuel is a 
professor of atmospheric 
sciences at the Mas-
sachusetts Institute of 
Technology and one of 
the world’s leading au-
thorities on hurricanes. 
At #e Post and Cou-
rier’s request, Emanuel’s 
company, WindRisk 
Tech LLC, looked at 14 
places along South Caro-
lina’s coast to see what 
kinds of winds these 
spots might experience 

over time.
Most scientists use historical data 

on wind speeds, barometric pres-
sures and other variables to make 
their predictions, even though they 
acknowledge that this data has its 
shortcomings.

Some observations go back to the 
mid-1800s, but truly reliable measure-
ments have been taken only in recent 
decades.

Statistical analyses typically need 
vast amounts of data to be accurate, 
but Emanuel and other modelers 
overcome this dearth with a neat bit 
of mathematical sleight of hand: Us-
ing principles of physics and other 
factors, they generate tens of thou-
sands of virtual hurricanes on their 
computers. Doing this creates an 
archive equivalent to 5,000 years of 
storms, he said.
#e computer simulations showed 

that a point in Charleston was likely 
to experience 74 mph winds, or a 
minimal Category 1 hurricane, about 
every 37 years over a 5,000-year pe-
riod. #e model showed that a cata-
strophic hurricane, one with 115 mph 
winds, would on average a!ect a spot 
in Charleston once every 370 years.
#e situation on Hilton Head was 

even less threatening. A Hilton Head 
homeowner would be expected to 
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experience a minimal Category 1 
storm every 51 years, and a Category 
3 storm about every 430 years, the 
WindRisk model showed.

Emanuel, Landsea and other ex-
perts cautioned that these calcula-
tions, known as “return periods,” 
don’t predict the actual timing of a 
hurricane’s next visit.

“Hurricanes don’t care what hap-
pened last year,” Landsea said. “You 
can get hit twice in one year, or one 
year a!er the next. So the return pe-
riod is more of an abstraction.” But 
the studies do give people some idea 
of their vulnerability to hurricanes.

To Ferguson, data like this was a 
bombshell.

It meant that while South Carolina 
as a whole was likely to experience 
minimal hurricane-force winds every 
few years, the risk of those winds af-
fecting him personally were about 
once every half century.

It meant that the truly disastrous 
ones were rare and certainly not the 
impending train wrecks that weather 
channels and emergency planners 
sometimes suggest are on the way.

But if that was all true, he wondered, 
why were his insurance rates so high?

What we pay
South Carolinians pay on average 

about one-third more for their home-
owners’ insurance than property 
owners in North Carolina and Geor-
gia, according to a Post and Courier 
analysis of data from the National 
Association of Insurance Commis-
sioners.

Last year, South Carolina insurers 
and the state’s wind pool collected 
$1.3 billion in home insurance pre-
miums, nearly three times what they 
charged in 1996. Statewide, average 
premiums have risen 71 percent dur-
ing the past decade.

But this average understates the 
impact in coastal counties. "e av-
erage premium for someone with 
$150,000 in insurance is about $2,000 
in Charleston County and $1,840 in 
Beaufort County.
"e farther inland you go, the less 

you pay. In Berkeley County, the 
average premium is about $1,200; in 
Dorchester County, it’s $1,000, and 
upstate in Greenville County, it’s only 
$720, according to S.C. Department 
of Insurance records.

Today, it’s not unusual for some 
Lowcountry homeowners to pay 
more in insurance than property 
taxes. How did it get so bad?
"e S.C. Insurance News Service, 

When it comes to insurance, you can’t drop a “black box” or use it to 
record pilots before they crash a plane. The term is used in insurance 
circles to describe computer programs that analyze historical data and 

Karen Clark, founder of AIR Worldwide, began using these programs in 
the late 1980s and early 1990s to analyze potential losses in the event of 
a hurricane. Other companies, such as Risk Management Solutions, have 
models of their own and have created programs to analyze potential 

Companies zealously guard their programs for competitive reasons, 
hence the term black box. Florida, however, has established a panel of 



!Statistical analyses typically need 
vast amounts of data to be accurate, 

overcome this dearth with a neat bit 
of mathematical sleight of hand: Us-
ing principles of physics and other 

-
sands of virtual hurricanes on their 

archive equivalent to 5,000 years of 

e computer simulations showed 
that a point in Charleston was likely 

minimal Category 1 hurricane, about 
every 37 years over a 5,000-year pe-

e model showed that a cata-
strophic hurricane, one with 115 mph 

ect a spot 
in Charleston once every 370 years.

e situation on Hilton Head was 
even less threatening. A Hilton Head 
homeowner would be expected to 

taxes. How did it get so bad?
!e S.C. Insurance News Service, 

a nonpro"t group funded by insur-
ance companies, cites a mix of factors: 
dramatic growth in coastal South 
Carolina; rising property values; 
increased building costs; and new 
meteorological predictions that the 
world has entered a period of higher 
storm frequencies.

But it’s also helpful to rewind to 
1989, when Hugo rammed like a can-
nonball into South Carolina’s midsec-
tion. John Richards was the state’s 
insurance commissioner at the time. 
“We hadn’t had much experience 
with catastrophes in the modern era 
until Hugo.”
!e storm caused $6 billion in dam-

ages, which at that time made it the 
most expensive insurance disaster in 
the nation’s history.

It also was a shining moment for the 

storm every 51 years, and a Category 
3 storm about every 430 years, the 
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minimal hurricane-force winds every 
few years, the risk of those winds af-
fecting him personally were about 

It meant that the truly disastrous 
ones were rare and certainly not the 
impending train wrecks that weather 
channels and emergency planners 
sometimes suggest are on the way.

But if that was all true, he wondered, 
why were his insurance rates so high?

South Carolinians pay on average 
about one-third more for their home-

owners in North Carolina and Geor-
gia, according to a Post and Courier 
analysis of data from the National 
Association of Insurance Commis-

Last year, South Carolina insurers 
and the state’s wind pool collected 

-
miums, nearly three times what they 

industry. Teams of agents swooped 
in. Amid the debris, they o!en wrote 
checks on the spot; billions of insur-
ance dollars spurred a building boom. 
Richards said only two small com-
panies were shut down because they 
were insolvent. Lawsuits were rare. 
“"e insurance companies did a won-
derful job a!er Hugo,” he said.

But it marked the end of an era — in 
meteorological terms and in insur-
ance company boardrooms.

Scientists had long wondered why 
there had been a lull in Atlantic hur-
ricanes from the 1940s until the early 
1990s. Some researchers theorized 
that it was a natural climate cycle 
called Atlantic Multidecadal Oscil-
lation.
"en Kerry Emanuel and Michael 

E. Mann, a prominent Penn State 
climatologist, noticed something 
else: Hurricane frequency seemed to 
correspond to pollution levels in the 
tropics.
"ey found that pollutants rose 

dramatically from the 1940s through 
the 1970s as the world’s industrial 
production grew. "ese pollutants re-
#ected sunlight, reducing the amount 
of energy hitting ocean waters in the 
tropics, the heat source that gives 
birth to the storms.

“We had suppressed them,” Emanu-
el said of the hurricanes.

But those pollutants began to dis-
sipate with new clean-air laws in 
the 1970s and 1980s. More sunlight 
reached the tropics by the early 1990s. 
Emanuel and Mann theorized that 
the warming oceans in the tropics 
would fuel a frenzy of new storms, 
a theory supported by subsequent 
studies.

Meanwhile, insurance companies 

miums, nearly three times what they 
charged in 1996. Statewide, average 
premiums have risen 71 percent dur-
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in Charleston County and $1,840 in 
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upstate in Greenville County, it’s only 
$720, according to S.C. Department 
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ance companies, cites a mix of factors: 

meteorological predictions that the 
world has entered a period of higher 

1989, when Hugo rammed like a can-
nonball into South Carolina’s midsec-

insurance commissioner at the time. 

with catastrophes in the modern era 

e storm caused $6 billion in dam-
ages, which at that time made it the 
most expensive insurance disaster in 

It also was a shining moment for the 

studies.
Meanwhile, insurance companies 

thought Hugo was an aberration, said 
Richards, the former South Caro-
lina insurance commissioner. “!ey 
thought, !ank goodness, this is just 
a storm we’ll never see again for a de-
cade or two.”

Even a"er Hugo, insurance experts 
assumed that storms in heavily popu-
lated Florida would cause damages in 
the low billions of dollars, losses they 
#gured they could swallow.
!en Andrew hit South Florida in 

1992. It was a compact hurricane, 
more like a giant tornado; hurricane-
force winds formed a bullet of wind 
40 miles wide that entered south of 
Miami, churned through the Ever-
glades and exited into the Gulf just 
four hours later.

Inside this maelstrom, 140 mph 
winds hammered the city of Home-
stead and other communities. 
Richards rushed south to help his 
colleagues.

“!e night I arrived, I was in Tal-
lahassee at the house of the Florida 
insurance commissioner. I said, ‘One 
thing you have to be aware of is that 
your (insurance) industry is taking 
quite a hit. And you better send teams 
of examiners to those companies as 
soon as possible.’ He laughed and 
said, ‘John, I’m not worried.’”

Richards was right, of course. 
Andrew caused about $16 billion in 
insured damages that triggered more 
than 600,000 claims. Eleven insur-
ance companies went belly up, and 
the #nances of dozens of others were 
shaken.

Please see , Page A5

South Carolinians also try to tame 

insurance companies set these rates 

north toward the Outer Banks, away of the state saw winds of less than 60 

When it comes to insurance, you can’t drop a “black box” or use it to 
record pilots before they crash a plane. The term is used in insurance 
circles to describe computer programs that analyze historical data and 
information about houses and buildings.

Karen Clark, founder of AIR Worldwide, began using these programs in 
the late 1980s and early 1990s to analyze potential losses in the event of 
a hurricane. Other companies, such as Risk Management Solutions, have 
models of their own and have created programs to analyze potential 
losses in earthquakes and other disasters.

Companies zealously guard their programs for competitive reasons, 
hence the term black box. Florida, however, has established a panel of 
independent experts to scrutinize these models because of their impor-
tance in rate-setting.

What is a black box?

‘Hurricanes don’t care what happened last year’

Tens of thousands of policyhold-
ers were le! stranded. While those 
in Andrew’s relatively narrow path 
began rebuilding, Allstate announced 
plans to cancel 300,000 of its 1.1 mil-
lion policies in Florida and raise rates 
32 percent, a plan it scaled back a!er 
furious protests from homeowners.

Richards said the relationship 
between insurance companies and 
homeowners began to sour.

“A!er Hugo, lawsuits against insur-
ance companies were in the dozens, 
but a!er Andrew, they were in the 
thousands. It shows there was a dif-
ferent climate a!er Andrew.”

Hurricane Andrew was particu-
larly helpful, though, to a woman in 
Boston named Karen Clark, head of a 
little-known company called Applied 
Insurance Research.

While other insurers had predicted 



!

Insurance Research.
While other insurers had predicted 

potential insurance losses in the low 
billions of dollars, Clark had warned 
that a major South Florida storm 
could generate a $30 billion insurance 
industry hit.

Her calculations were based on a 
novel way of looking at risk.

In the past, insurance companies 
tallied potential losses in a particular 
area and stopped writing new policies 
when they felt their exposure was too 
high. But Clark questioned how you 
could truly understand risk without 
knowing your odds of being harmed.

So she plugged historical data on 
hurricane strikes into computer pro-
grams along with data about homes 
and buildings — potential losses for 
anyone who insured these structures.
!en she ran computer simulations 

of what might happen in various sce-
narios.

Her success in predicting losses 
before Andrew launched the new 
industry of “catastrophe modeling.” 
Other companies soon created their 
own models, which became known in 
the industry as “black boxes” because 
their algorithms and inputs were kept 
secret for competitive reasons.
!ese mysterious black boxes would 

increasingly determine what home-
owners from the Gulf Coast to New 
England shelled out in premiums.

Higher than Mississippi?
During his career as a corporate 

executive, Daryl Ferguson had moved 
to di"erent cities across the country, 
but when he #nally retired on a blu" 
overlooking the Whale Branch River 
near Beaufort, he thought his proper-
ty insurance seemed unusually high.

Now, with his new understanding 
of hurricane risks in South Carolina, 
he was even more convinced that his 
rates were out of whack.

“My insurance company, USAA, 
is terri#c, so I did a test.” He asked 
company o$cials how much it would 
cost to insure a newly built $400,000 
home in Gulfport, Miss., versus one 
in Beaufort County.

Gulfport had been hit hard by 
Katrina and Rita and is considered 
particularly vulnerable to hurricanes. 
“I couldn’t believe what they told me.” 
His hypothetical Gulfport bill would 
be one-third the price of his Beaufort 
premium. “I turned to my wife and 
said, ‘!is is like Sherlock Holmes; 
one question leads to another.’ ”

Ferguson had stumbled onto some-
thing. !e average premium for 
$400,000 homes in South Carolina 
was the seventh highest in the nation, 
roughly the same as tornado-prone 
Oklahoma, according to the National 
Association of Insurance Commis-
sioners.

“I was shocked,” Ferguson said. 
“My #rst instinct was to go to the 
Department of Insurance and ask 
them why they’re approving these 
rates, but I decided to do some 
homework #rst.”
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Hugo’s winds: The 1989 hurricane devasted 
some parts of South Carolina but left other parts unscathed.
Winds varied widely across the storm front. This map shows the 
“peak gust” velocity in zones fanning out from the eye of the 
storm as it passed over South Carolina. Fifty miles south of the 

storm’s path, peak velocities 
were only half as high.    
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Average premiums by state

Ten most expensive states by insured home value

$500-$750 $750-1,000 $1,000-$1,250 $1,250-$1,500

$400,000 - $499,00O
Florida

Louisiana
Texas

Mississippi
Oklahoma

Alabama
S. Carolina

Arkansas
Kansas

Rhode Is.

$2,255
2,204
2,103
2,101
1,954
1,699
1,609
1,572
1,560
1,535

$500,00O +
Louisiana

Florida
Texas

Mississippi
Oklahoma
S. Carolina

Alabama
Arkansas
New York
Rhode Is.

$3,813
3,419
3,278
3,111
2,723
2,705
2,580
2,421
2,389
2,241

$300,000 - $399,00O
Louisiana

Florida
Texas

Mississippi
Oklahoma

Alabama
Arkansas

Kansas
S. Carolina

Rhode Is.

$2,013
1,851
1,788
1,749
1,553
1,422
1,289
1,288
1,232
1,232
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near Beaufort, he thought his proper-
ty insurance seemed unusually high.

Now, with his new understanding 
of hurricane risks in South Carolina, 

He began looking for Martin  
Simons.

‘Impact every citizen’



!"of hurricane risks in South Carolina, 
he was even more convinced that his 

“My insurance company, USAA, 
c, so I did a test.” He asked 

cials how much it would 
cost to insure a newly built $400,000 
home in Gulfport, Miss., versus one 

Katrina and Rita and is considered 
particularly vulnerable to hurricanes. 
“I couldn’t believe what they told me.” 
His hypothetical Gulfport bill would 
be one-third the price of his Beaufort 
premium. “I turned to my wife and 

is is like Sherlock Holmes; 

Ferguson had stumbled onto some-

$400,000 homes in South Carolina 
was the seventh highest in the nation, 
roughly the same as tornado-prone 
Oklahoma, according to the National 
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“I was shocked,” Ferguson said. 
rst instinct was to go to the 

Department of Insurance and ask 
them why they’re approving these 

‘Impact every citizen’
Few people outside the insurance 

industry knew more about the black 
boxes than Simons, a bookish man 
with a scraggly salt-and-pepper beard 
who, unknown to homeowners, had 
long had a major impact on what they 
paid in insurance.

Between 1985 and 1997, Simons had 
been deputy director and chief actu-
ary for the state Department of Insur-
ance. In that capacity he had forced 
some insurers to reduce rates when 
their pro!ts were too high and urged 
others to raise rates when his analyses 
showed they were too low. He le" the 
agency when he felt state leaders had 
become too anti-regulation, and he 
had gone on to build a national repu-
tation in the arcane world of actuarial 
analyses.

When Florida regulators established 
the nation’s !rst independent panel to 
review how computer models a#ect 
rates, they hired Simons. He later did 
work for Maryland and California, 
and conveniently lived in Columbia.

Ferguson met Simons for lunch at 
the Chili’s restaurant next to Simons’ 
granddaughter’s auto repair shop in 
Summerville.

Few people outside the insurance 
industry knew more about the black 
boxes than Simons, a bookish man 
with a scraggly salt-and-pepper beard 
who, unknown to homeowners, had 
long had a major impact on what they 
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-
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become too anti-regulation, and he 
had gone on to build a national repu-
tation in the arcane world of actuarial 

When Florida regulators established 
rst independent panel to 

ect 
rates, they hired Simons. He later did 
work for Maryland and California, 
and conveniently lived in Columbia.

Ferguson met Simons for lunch at 
the Chili’s restaurant next to Simons’ 
granddaughter’s auto repair shop in 

“!e "rst words he said to me were, 
‘Daryl, I know what you want.’” Fer-
guson was puzzled. “!en he said, 
‘You want to know why the Depart-
ment of Insurance doesn’t regulate its 
homeowner industry?’ It was exactly 
what I wanted to know.”

Simons had long lamented the lack 
of transparency about the catastrophe 
models. In 2003, State Farm requested 
a 29 percent increase in its rates. !is 
hike would ripple across the state 
because State Farm controls about 25 
percent of the homeowner’s insurance 
market.

State Farm justi"ed the increase in 
part because of results from the black 
boxes.

At the time, the state Department 
of Consumer A#airs was charged 
with reviewing rate increases, and 
the agency hired Simons to scrutinize 
State Farm’s proposal. In sworn testi-
mony before the hearing, Simons said 
the request was “seriously $awed,” 
largely in part because state regulators 
knew nothing about how catastrophe 
models work.
!e stakes were huge, he testi"ed: 

Unscrupulous insurers theoretically 
could choose a model to set rates 
as high as possible. Or they could 
use a model’s calculations to justify 
reduced rates to undercut their com-
petitors, putting the company at risk 
if a storm struck.

“Eventually all property insurance 
premiums for hurricane coverage in 
South Carolina will be determined 
using the outputs of stochastic com-
puter hurricane simulation models,” 
he testi!ed, adding that the insurance 
industry also uses these black boxes 
to assess terrorism risks and in health, 
auto and life insurance calculations.

How the state deals with these mod-
els “will impact every citizen in this 
state.”

Minutes before the rate case was set 
to begin, State Farm settled for a 19 
percent increase and an agreement 
that it wouldn’t oppose an 

erent climate a!er Andrew’

that it wouldn’t oppose an 
independent panel to ex-
amine catastrophe models.
!at review didn’t hap-

pen.
!e Department of In-

surance, with money from 
the S.C. Sea Grant Consor-
tium, asked three experts 
to look at the models. One 
was Peter Sparks, a noted 
civil engineering professor 
at Clemson University who 
had done extensive stud-
ies about wind speeds and 
damage.

Sparks has found that 
the National Hurricane Center tends 
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mony before the hearing, Simons said 

awed,” 
largely in part because state regulators 
knew nothing about how catastrophe 

ed: 
Unscrupulous insurers theoretically 

use a model’s calculations to justify 
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Sparks has found that 
the National Hurricane Center tends 
to overstate wind speeds inland, 
and that “an unwise modeler using 
National Hurricane Center reports 
could easily get a distorted picture 
of the wind climate and recommend 
rates far higher than justi!ed.”

He said that when he and the other 
panel members asked the modeling 
companies for a look at the assump-
tions built into their black boxes, 
“"ey said that the information was 
proprietary and would not disclose 
their methods. We said we could not 
judge the soundness of them, and the 
Department of Insurance eventually 
abandoned the whole exercise.”

Meanwhile, the General Assembly 
eviscerated the budget of the S.C. 
Department of Consumer A#airs, 
the government’s main insurance 
watchdog.
"e department lost half of its em-

ployees over the past !ve years; today, 
it has about 30 sta# members to cover 
thousands of consumer complaints 
and insurance issues, one-third the 
roster of the University of South 
Carolina football team.

In 2007, amid threats that insurance 
companies would abandon coastal 
areas, lawmakers also stripped the 
agency of its ability to challenge rate 
increases below 7 percent. "at meant, 
in e#ect, that an insurance company 
could raise rates almost at will as long 
as its average increase was below 7 
percent. “We’ve had a lot of 6.9 percent 
rate increases since then,” said Elliott 
Elam, the state’s consumer advocate.

To Simons, insurance rates involve 
!nding a delicate balance between a 
company’s capacity to make money 
and a homeowner’s ability to pay. 
And in the absence of a serious review 
of these black boxes, he feared that 
homeowners on the coast are getting 
crushed.

Ferguson said alarm bells went o# 
when he heard Simons talk about this 
imbalance.

As a former CEO of large and heav-
ily regulated utilities, “I had !rst-
hand knowledge about what happens 
when a state doesn’t regulate,” he said. 
It meant millions of dollars could be 
added to the company’s bottom line, 
and millions subtracted from cus-
tomers’ pockets.

Not a crystal ball
Experts acknowledge that no com-

puter model can predict the future, 
but a new iteration of computer 
models has taken a step in that direc-
tion. "ese new models use data on 
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“Eventually all property insurance 
premiums for hurricane coverage in 
South Carolina will be determined 
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puter hurricane simulation models,” 
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industry also uses these black boxes 
to assess terrorism risks and in health, 
auto and life insurance calculations.

How the state deals with these mod-
els “will impact every citizen in this 

Minutes before the rate case was set 
to begin, State Farm settled for a 19 
percent increase and an agreement 

warming oceans and other variables 
to forecast potential hurricane losses 
in a !ve-year period.

In the mid-2000s, these models 
predicted a major increase in hurri-
cane losses, and as a result, insurance 
companies sought rate increases and 
pulled out of coastal areas in South 
Carolina and elsewhere, triggering 
what was widely described as an “in-
surance crisis.”

So far, the predictions of these new 
models haven’t panned out, said Kar-
en Clark, the architect of the original 
black box. In a study, she found that 
they overestimated losses by as much 
as $53 billion.

Clark told "e Post and 

er Andrew’
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Clark told !e Post and 

Courier that catastrophe 
models are useful but 
crude tools, and that it 
makes little sense to pre-
dict hurricane losses in the 
near term when meteo-
rologists struggle to predict 
how many storms might 
form in the coming hur-
ricane season.

“Trying to project hur-
ricane experience over a 
short-term horizon is in-
herently "awed,” she said.
!en again, the use of 

catastrophe models has 
“added a degree of stability to the 

Karen Clark, 
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 members to cover 
thousands of consumer complaints 
and insurance issues, one-third the 

In 2007, amid threats that insurance 

agency of its ability to challenge rate 
at meant, 

ect, that an insurance company 
could raise rates almost at will as long 

percent. “We’ve had a lot of 6.9 percent 
rate increases since then,” said Elliott 
Elam, the state’s consumer advocate.

To Simons, insurance rates involve 
nding a delicate balance between a 

catastrophe models has 
“added a degree of stability to the 
insurance market that wasn’t there 
before them,” said Michael Young, a 
senior director with Risk Manage-
ment Solutions, the largest of the 
modeling companies. !e industry’s 
performance is proof, he and other 
insurance experts said.

While many companies went belly-
up a"er Hurricane Andrew, only one 
went under a"er the devastating hur-
ricanes in 2004 and 2005. Last year, 
despite horri#c losses worldwide and 
in the United States, the U.S. property 
and casualty industry made $22 bil-
lion in pro#ts.

New opportunities
In Beaufort, Ferguson pages through 

notebooks he has compiled during 
his investigation. From his upstairs 
window, the marsh in the Whale 
Branch River shimmers in the heat. He 
estimates that he has spent 2,000 hours 
on this project, time that gave him new 
appreciation of the mysteries of the 
Lowcountry and fewer reasons to fear 
that a hurricane will blow it all away.

“We have plenty of time to get out 
of the way if a storm does come our 
way, so the risk isn’t about people any-
more; it’s about property.” As he grew 
less fearful about hurricane season, 
he thought about the opportunities 
this new perspective presents: How 
a regional campaign to promote 
Lowcountry tourism in the fall could 
generate thousands of new jobs, how 
an in-depth look at insurance rates by 
state regulators could stimulate the 
economy like a tax cut.

With homeowners shelling out $1.3 

To Simons, insurance rates involve 
nding a delicate balance between a 

company’s capacity to make money 

And in the absence of a serious review 
of these black boxes, he feared that 
homeowners on the coast are getting 

 
when he heard Simons talk about this 

As a former CEO of large and heav-

hand knowledge about what happens 
when a state doesn’t regulate,” he said. 
It meant millions of dollars could be 
added to the company’s bottom line, 

-
puter model can predict the future, 

models has taken a step in that direc-
ese new models use data on 

economy like a tax cut.
With homeowners shelling out $1.3 

billion in premiums, even a small per-
centage reduction could mean tens of 
millions of dollars.

But as stores put up hurricane dis-
plays, and emergency o!cials issue 
fresh warnings to get ready for the 
hurricane season, the questions in 
Ferguson’s mind continue to spin, 
especially when he goes to a picnic on 
Memorial Day and hears what hap-
pened to his friends.
"ey live in Bull Point, a subdivision 

well inland from Beaufort, and they 
had just received a letter from their 
insurance company canceling their in-
surance e#ective Aug. 29. "e reason: 
catastrophic wind exposure.

“Why?” he asked out loud a$er see-
ing the letter. "e company hadn’t 
explained its reasoning, or given his 
friends a chance to discuss the issue. 
“Overall, this looks like a monopoly 
gone wild,” he said, “and the only one 
that loses is the customer.”
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Since 1851, 30 hurricanes have spun within 50 miles of South Carolina, according to NOAA records. Of these 30 storms, though, 23 were minor hurricanes, such as 2004’s Charley and 
Gaston, which caused minimal damage.

‘!ere was a di"erent climate a#er Andrew’

and pleas to prepare. Like the hu-
midity, anxiety settles in for the 
summer.

South Carolinians also try to tame 
this uncertainty by forking over 
$1.3 billion in homeowner’s insur-
ance premiums every year. How 
insurance companies set these rates 
is a story that touches all of us, but 
especially those who own homes in 
coastal counties.

It’s a story that leads to globally 
recognized scientists, including 
some with data that show a home 
on the coast might not experience 
catastrophic hurricane winds for 
hundreds of years.

It features pro!t-seeking insurance 
companies that hiked rates, frustrat-
ed homeowners who scrambled to 
pay for these increases, and brilliant 
researchers who invented controver-
sial computer models dubbed “black 
boxes.”

It shines a light on South Carolina’s 
insurance regulators, who for the 
past decade watched rates soar but 
did almost nothing to !nd out how 
these secret black boxes truly a"ect 
homeowners’ rates.

It could begin almost anywhere, 
but why not start at a cocktail party?

Fear of hurricanes
#ree years ago, Daryl Ferguson 

and his wife were mingling with 
friends in Beaufort when a famil-
iar topic came up: “Have you been 
watching TV?” a retiree from Con-
necticut asked Ferguson. “A hur-
ricane is tracking right at Beaufort 
County.”

Another friend chimed in: “#ey 
don’t hit us that o$en, but when they 
do it’s awful. We almost got wiped 
out in 1893.” #ese fears got personal 
when two friends told Ferguson a$er 
church that they were moving back 
to Ohio. “I said, ‘You guys love the 
Lowcountry, why are you leaving?’ 
And my friend said that his wife just 
worries about the hurricanes all the 
time.”

Ferguson began to wonder: What is 
the true risk?

Ferguson, 73, isn’t your ordinary 
retiree. He jabs the air when he 
makes a point and has an authorita-
tive voice that seems to echo even 
in a carpeted room. For 10 years, he 
was president and chief executive 
o%cer of Citizens Utilities, then the 
largest diversi!ed utility company in 
the nation.

Between 2000 until his retirement 
in 2005, he was chairman of Hun-
garian Telephone, sometimes match-
ing wits with Russian ma!a !gures. 
“I like complex problems,” he said. 
So three years ago he began to learn 
about the complexities of hurricanes.

Ferguson’s !rst call was to the 
National Hurricane Center, the 
National Oceanic and Atmospheric 
Administration’s concrete fortress in 
Miami. He spoke to the head of the 
center’s science unit and other me-
teorologists. He !lled binders with 
charts and notes.

Over time, Ferguson learned 
how the jet stream undulates like a 
dropped !rehose across the United 
States, but that it tends to twist south 
in the fall, sending tropical storms 
south into the Gulf of Mexico or 

north toward the Outer Banks, away 
from South Carolina.

He felt more reassured as he dis-
covered that wind !elds on the west 
side of hurricanes usually are smaller 
and weaker than on the east side. He 
learned about a quirk in South Caro-
lina’s geography.

South Carolina is triangular, like a 
poorly cut piece of pie, with the crust 
side facing the ocean. #is triangle 
is positioned in such a way that the 
northern part of the coast juts about 
150 miles farther into the ocean than 
the southern section.

Put another way, North Myrtle 
Beach is 150 miles closer to the At-
lantic hurricane lanes 
than Hilton Head.
#e concave shape 

of the coast makes the 
area from Charleston to 
Jacksonville less vulner-
able to hurricanes, said 
Chris Landsea, science 
and operations o%cer 
at the hurricane center, 
one of the experts Fer-
guson contacted.

“South Carolina does 
indeed get struck by 
major hurricanes,” 
Landsea said, but the 
state’s risk “is relatively 
lower” than Florida, 
coastal Louisiana and 
North Carolina’s Outer Banks.

Ferguson heard similar state-
ments from other forecasters. “I was 
stunned. #ey all kept saying the 
words ‘relatively low risk.’”

Relatively low risk? In Ferguson’s 
mind, that went against the conven-
tional wisdom that South Carolina is 
a hurricane magnet. It also seemed 
at odds with history.

Since 1851, 30 hurricanes had spun 
within 50 miles of South Carolina, 
according to NOAA records. #at 
was one about every !ve years, which 
seemed to be the de!nition of vul-
nerable.

But a closer look at the data was re-
vealing: Of these 30 storms, 23 were 
minor hurricanes, such as 2004’s 
Charley and Gaston, which caused 
minimal damage.
#e remaining seven had winds 

greater than 110 mph and indeed 
wrought devastation where they had 
gone ashore. #e Sea Islands Hurri-
cane of 1893 killed as many as 2,000 
people around Beaufort; Hugo in 
1989 took 26 lives in South Carolina 
and caused $6 billion in damage.

But even these catastrophic hur-
ricanes o$en le$ large swaths of 
South Carolina unscathed. Hugo, for 
instance, did little damage south of 
Seabrook Island, and more than half 

of the state saw winds of less than 60 
mph.

So while it was correct to say seven 
major hurricanes had touched some 
area in South Carolina since 1851, 
about one every 23 years, that didn’t 
really say much about the long-term 
vulnerability of a particular house in 
Beaufort or Charleston.

And in the end, Ferguson asked 
himself: Don’t people want to know 
what’s likely to a"ect them person-
ally?

Di!erent perspective
When scientists look at speci!c 

locations instead of areas as large 
as states, the odds of a 
home being hit by a hur-
ricane change dramati-
cally.

Kerry Emanuel is a 
professor of atmospheric 
sciences at the Mas-
sachusetts Institute of 
Technology and one of 
the world’s leading au-
thorities on hurricanes. 
At #e Post and Cou-
rier’s request, Emanuel’s 
company, WindRisk 
Tech LLC, looked at 14 
places along South Caro-
lina’s coast to see what 
kinds of winds these 
spots might experience 

over time.
Most scientists use historical data 

on wind speeds, barometric pres-
sures and other variables to make 
their predictions, even though they 
acknowledge that this data has its 
shortcomings.

Some observations go back to the 
mid-1800s, but truly reliable measure-
ments have been taken only in recent 
decades.

Statistical analyses typically need 
vast amounts of data to be accurate, 
but Emanuel and other modelers 
overcome this dearth with a neat bit 
of mathematical sleight of hand: Us-
ing principles of physics and other 
factors, they generate tens of thou-
sands of virtual hurricanes on their 
computers. Doing this creates an 
archive equivalent to 5,000 years of 
storms, he said.
#e computer simulations showed 

that a point in Charleston was likely 
to experience 74 mph winds, or a 
minimal Category 1 hurricane, about 
every 37 years over a 5,000-year pe-
riod. #e model showed that a cata-
strophic hurricane, one with 115 mph 
winds, would on average a"ect a spot 
in Charleston once every 370 years.
#e situation on Hilton Head was 

even less threatening. A Hilton Head 
homeowner would be expected to 

experience a minimal Category 1 
storm every 51 years, and a Category 
3 storm about every 430 years, the 
WindRisk model showed.

Emanuel, Landsea and other ex-
perts cautioned that these calcula-
tions, known as “return periods,” 
don’t predict the actual timing of a 
hurricane’s next visit.

“Hurricanes don’t care what hap-
pened last year,” Landsea said. “You 
can get hit twice in one year, or one 
year a$er the next. So the return pe-
riod is more of an abstraction.” But 
the studies do give people some idea 
of their vulnerability to hurricanes.

To Ferguson, data like this was a 
bombshell.

It meant that while South Carolina 
as a whole was likely to experience 
minimal hurricane-force winds every 
few years, the risk of those winds af-
fecting him personally were about 
once every half century.

It meant that the truly disastrous 
ones were rare and certainly not the 
impending train wrecks that weather 
channels and emergency planners 
sometimes suggest are on the way.

But if that was all true, he wondered, 
why were his insurance rates so high?

What we pay
South Carolinians pay on average 

about one-third more for their home-
owners’ insurance than property 
owners in North Carolina and Geor-
gia, according to a Post and Courier 
analysis of data from the National 
Association of Insurance Commis-
sioners.

Last year, South Carolina insurers 
and the state’s wind pool collected 
$1.3 billion in home insurance pre-
miums, nearly three times what they 
charged in 1996. Statewide, average 
premiums have risen 71 percent dur-
ing the past decade.

But this average understates the 
impact in coastal counties. #e av-
erage premium for someone with 
$150,000 in insurance is about $2,000 
in Charleston County and $1,840 in 
Beaufort County.
#e farther inland you go, the less 

you pay. In Berkeley County, the 
average premium is about $1,200; in 
Dorchester County, it’s $1,000, and 
upstate in Greenville County, it’s only 
$720, according to S.C. Department 
of Insurance records.

Today, it’s not unusual for some 
Lowcountry homeowners to pay 
more in insurance than property 
taxes. How did it get so bad?
#e S.C. Insurance News Service, 

a nonpro!t group funded by insur-
ance companies, cites a mix of factors: 
dramatic growth in coastal South 
Carolina; rising property values; 
increased building costs; and new 
meteorological predictions that the 
world has entered a period of higher 
storm frequencies.

But it’s also helpful to rewind to 
1989, when Hugo rammed like a can-
nonball into South Carolina’s midsec-
tion. John Richards was the state’s 
insurance commissioner at the time. 
“We hadn’t had much experience 
with catastrophes in the modern era 
until Hugo.”
#e storm caused $6 billion in dam-

ages, which at that time made it the 
most expensive insurance disaster in 
the nation’s history.

It also was a shining moment for the 

industry. Teams of agents swooped 
in. Amid the debris, they o$en wrote 
checks on the spot; billions of insur-
ance dollars spurred a building boom. 
Richards said only two small com-
panies were shut down because they 
were insolvent. Lawsuits were rare. 
“#e insurance companies did a won-
derful job a$er Hugo,” he said.

But it marked the end of an era — in 
meteorological terms and in insur-
ance company boardrooms.

Scientists had long wondered why 
there had been a lull in Atlantic hur-
ricanes from the 1940s until the early 
1990s. Some researchers theorized 
that it was a natural climate cycle 
called Atlantic Multidecadal Oscil-
lation.
#en Kerry Emanuel and Michael 

E. Mann, a prominent Penn State 
climatologist, noticed something 
else: Hurricane frequency seemed to 
correspond to pollution levels in the 
tropics.
#ey found that pollutants rose 

dramatically from the 1940s through 
the 1970s as the world’s industrial 
production grew. #ese pollutants re-
&ected sunlight, reducing the amount 
of energy hitting ocean waters in the 
tropics, the heat source that gives 
birth to the storms.

“We had suppressed them,” Emanu-
el said of the hurricanes.

But those pollutants began to dis-
sipate with new clean-air laws in 
the 1970s and 1980s. More sunlight 
reached the tropics by the early 1990s. 
Emanuel and Mann theorized that 
the warming oceans in the tropics 
would fuel a frenzy of new storms, 
a theory supported by subsequent 
studies.

Meanwhile, insurance companies 
thought Hugo was an aberration, said 
Richards, the former South Caro-
lina insurance commissioner. “#ey 
thought, #ank goodness, this is just 
a storm we’ll never see again for a de-
cade or two.”

Even a$er Hugo, insurance experts 
assumed that storms in heavily popu-
lated Florida would cause damages in 
the low billions of dollars, losses they 
!gured they could swallow.
#en Andrew hit South Florida in 

1992. It was a compact hurricane, 
more like a giant tornado; hurricane-
force winds formed a bullet of wind 
40 miles wide that entered south of 
Miami, churned through the Ever-
glades and exited into the Gulf just 
four hours later.

Inside this maelstrom, 140 mph 
winds hammered the city of Home-
stead and other communities. 
Richards rushed south to help his 
colleagues.

“#e night I arrived, I was in Tal-
lahassee at the house of the Florida 
insurance commissioner. I said, ‘One 
thing you have to be aware of is that 
your (insurance) industry is taking 
quite a hit. And you better send teams 
of examiners to those companies as 
soon as possible.’ He laughed and 
said, ‘John, I’m not worried.’”

Richards was right, of course. 
Andrew caused about $16 billion in 
insured damages that triggered more 
than 600,000 claims. Eleven insur-
ance companies went belly up, and 
the !nances of dozens of others were 
shaken.
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When it comes to insurance, you can’t drop a “black box” or use it to 
record pilots before they crash a plane. The term is used in insurance 
circles to describe computer programs that analyze historical data and 
information about houses and buildings.

Karen Clark, founder of AIR Worldwide, began using these programs in 
the late 1980s and early 1990s to analyze potential losses in the event of 
a hurricane. Other companies, such as Risk Management Solutions, have 
models of their own and have created programs to analyze potential 
losses in earthquakes and other disasters.

Companies zealously guard their programs for competitive reasons, 
hence the term black box. Florida, however, has established a panel of 
independent experts to scrutinize these models because of their impor-
tance in rate-setting.

What is a black box?

FILE

In 1959 Beaufort County was struck by Hurricane Gracie, a category 3 storm with sustained winds of 130 mph and a storm surge of more than 11 feet.

‘Hurricanes don’t care what happened last year’
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and pleas to prepare. Like the hu-
midity, anxiety settles in for the 
summer.

South Carolinians also try to tame 
this uncertainty by forking over 
$1.3 billion in homeowner’s insur-
ance premiums every year. How 
insurance companies set these rates 
is a story that touches all of us, but 
especially those who own homes in 
coastal counties.

It’s a story that leads to globally 
recognized scientists, including 
some with data that show a home 
on the coast might not experience 
catastrophic hurricane winds for 
hundreds of years.

It features pro!t-seeking insurance 
companies that hiked rates, frustrat-
ed homeowners who scrambled to 
pay for these increases, and brilliant 
researchers who invented controver-
sial computer models dubbed “black 
boxes.”

It shines a light on South Carolina’s 
insurance regulators, who for the 
past decade watched rates soar but 
did almost nothing to !nd out how 
these secret black boxes truly a"ect 
homeowners’ rates.

It could begin almost anywhere, 
but why not start at a cocktail party?

Fear of hurricanes
#ree years ago, Daryl Ferguson 

and his wife were mingling with 
friends in Beaufort when a famil-
iar topic came up: “Have you been 
watching TV?” a retiree from Con-
necticut asked Ferguson. “A hur-
ricane is tracking right at Beaufort 
County.”

Another friend chimed in: “#ey 
don’t hit us that o$en, but when they 
do it’s awful. We almost got wiped 
out in 1893.” #ese fears got personal 
when two friends told Ferguson a$er 
church that they were moving back 
to Ohio. “I said, ‘You guys love the 
Lowcountry, why are you leaving?’ 
And my friend said that his wife just 
worries about the hurricanes all the 
time.”

Ferguson began to wonder: What is 
the true risk?

Ferguson, 73, isn’t your ordinary 
retiree. He jabs the air when he 
makes a point and has an authorita-
tive voice that seems to echo even 
in a carpeted room. For 10 years, he 
was president and chief executive 
o%cer of Citizens Utilities, then the 
largest diversi!ed utility company in 
the nation.

Between 2000 until his retirement 
in 2005, he was chairman of Hun-
garian Telephone, sometimes match-
ing wits with Russian ma!a !gures. 
“I like complex problems,” he said. 
So three years ago he began to learn 
about the complexities of hurricanes.

Ferguson’s !rst call was to the 
National Hurricane Center, the 
National Oceanic and Atmospheric 
Administration’s concrete fortress in 
Miami. He spoke to the head of the 
center’s science unit and other me-
teorologists. He !lled binders with 
charts and notes.

Over time, Ferguson learned 
how the jet stream undulates like a 
dropped !rehose across the United 
States, but that it tends to twist south 
in the fall, sending tropical storms 
south into the Gulf of Mexico or 

north toward the Outer Banks, away 
from South Carolina.

He felt more reassured as he dis-
covered that wind !elds on the west 
side of hurricanes usually are smaller 
and weaker than on the east side. He 
learned about a quirk in South Caro-
lina’s geography.

South Carolina is triangular, like a 
poorly cut piece of pie, with the crust 
side facing the ocean. #is triangle 
is positioned in such a way that the 
northern part of the coast juts about 
150 miles farther into the ocean than 
the southern section.

Put another way, North Myrtle 
Beach is 150 miles closer to the At-
lantic hurricane lanes 
than Hilton Head.
#e concave shape 

of the coast makes the 
area from Charleston to 
Jacksonville less vulner-
able to hurricanes, said 
Chris Landsea, science 
and operations o%cer 
at the hurricane center, 
one of the experts Fer-
guson contacted.

“South Carolina does 
indeed get struck by 
major hurricanes,” 
Landsea said, but the 
state’s risk “is relatively 
lower” than Florida, 
coastal Louisiana and 
North Carolina’s Outer Banks.

Ferguson heard similar state-
ments from other forecasters. “I was 
stunned. #ey all kept saying the 
words ‘relatively low risk.’”

Relatively low risk? In Ferguson’s 
mind, that went against the conven-
tional wisdom that South Carolina is 
a hurricane magnet. It also seemed 
at odds with history.

Since 1851, 30 hurricanes had spun 
within 50 miles of South Carolina, 
according to NOAA records. #at 
was one about every !ve years, which 
seemed to be the de!nition of vul-
nerable.

But a closer look at the data was re-
vealing: Of these 30 storms, 23 were 
minor hurricanes, such as 2004’s 
Charley and Gaston, which caused 
minimal damage.
#e remaining seven had winds 

greater than 110 mph and indeed 
wrought devastation where they had 
gone ashore. #e Sea Islands Hurri-
cane of 1893 killed as many as 2,000 
people around Beaufort; Hugo in 
1989 took 26 lives in South Carolina 
and caused $6 billion in damage.

But even these catastrophic hur-
ricanes o$en le$ large swaths of 
South Carolina unscathed. Hugo, for 
instance, did little damage south of 
Seabrook Island, and more than half 

of the state saw winds of less than 60 
mph.

So while it was correct to say seven 
major hurricanes had touched some 
area in South Carolina since 1851, 
about one every 23 years, that didn’t 
really say much about the long-term 
vulnerability of a particular house in 
Beaufort or Charleston.

And in the end, Ferguson asked 
himself: Don’t people want to know 
what’s likely to a"ect them person-
ally?

Di!erent perspective
When scientists look at speci!c 

locations instead of areas as large 
as states, the odds of a 
home being hit by a hur-
ricane change dramati-
cally.

Kerry Emanuel is a 
professor of atmospheric 
sciences at the Mas-
sachusetts Institute of 
Technology and one of 
the world’s leading au-
thorities on hurricanes. 
At #e Post and Cou-
rier’s request, Emanuel’s 
company, WindRisk 
Tech LLC, looked at 14 
places along South Caro-
lina’s coast to see what 
kinds of winds these 
spots might experience 

over time.
Most scientists use historical data 

on wind speeds, barometric pres-
sures and other variables to make 
their predictions, even though they 
acknowledge that this data has its 
shortcomings.

Some observations go back to the 
mid-1800s, but truly reliable measure-
ments have been taken only in recent 
decades.

Statistical analyses typically need 
vast amounts of data to be accurate, 
but Emanuel and other modelers 
overcome this dearth with a neat bit 
of mathematical sleight of hand: Us-
ing principles of physics and other 
factors, they generate tens of thou-
sands of virtual hurricanes on their 
computers. Doing this creates an 
archive equivalent to 5,000 years of 
storms, he said.
#e computer simulations showed 

that a point in Charleston was likely 
to experience 74 mph winds, or a 
minimal Category 1 hurricane, about 
every 37 years over a 5,000-year pe-
riod. #e model showed that a cata-
strophic hurricane, one with 115 mph 
winds, would on average a"ect a spot 
in Charleston once every 370 years.
#e situation on Hilton Head was 

even less threatening. A Hilton Head 
homeowner would be expected to 

experience a minimal Category 1 
storm every 51 years, and a Category 
3 storm about every 430 years, the 
WindRisk model showed.

Emanuel, Landsea and other ex-
perts cautioned that these calcula-
tions, known as “return periods,” 
don’t predict the actual timing of a 
hurricane’s next visit.

“Hurricanes don’t care what hap-
pened last year,” Landsea said. “You 
can get hit twice in one year, or one 
year a$er the next. So the return pe-
riod is more of an abstraction.” But 
the studies do give people some idea 
of their vulnerability to hurricanes.

To Ferguson, data like this was a 
bombshell.

It meant that while South Carolina 
as a whole was likely to experience 
minimal hurricane-force winds every 
few years, the risk of those winds af-
fecting him personally were about 
once every half century.

It meant that the truly disastrous 
ones were rare and certainly not the 
impending train wrecks that weather 
channels and emergency planners 
sometimes suggest are on the way.

But if that was all true, he wondered, 
why were his insurance rates so high?

What we pay
South Carolinians pay on average 

about one-third more for their home-
owners’ insurance than property 
owners in North Carolina and Geor-
gia, according to a Post and Courier 
analysis of data from the National 
Association of Insurance Commis-
sioners.

Last year, South Carolina insurers 
and the state’s wind pool collected 
$1.3 billion in home insurance pre-
miums, nearly three times what they 
charged in 1996. Statewide, average 
premiums have risen 71 percent dur-
ing the past decade.

But this average understates the 
impact in coastal counties. #e av-
erage premium for someone with 
$150,000 in insurance is about $2,000 
in Charleston County and $1,840 in 
Beaufort County.
#e farther inland you go, the less 

you pay. In Berkeley County, the 
average premium is about $1,200; in 
Dorchester County, it’s $1,000, and 
upstate in Greenville County, it’s only 
$720, according to S.C. Department 
of Insurance records.

Today, it’s not unusual for some 
Lowcountry homeowners to pay 
more in insurance than property 
taxes. How did it get so bad?
#e S.C. Insurance News Service, 

a nonpro!t group funded by insur-
ance companies, cites a mix of factors: 
dramatic growth in coastal South 
Carolina; rising property values; 
increased building costs; and new 
meteorological predictions that the 
world has entered a period of higher 
storm frequencies.

But it’s also helpful to rewind to 
1989, when Hugo rammed like a can-
nonball into South Carolina’s midsec-
tion. John Richards was the state’s 
insurance commissioner at the time. 
“We hadn’t had much experience 
with catastrophes in the modern era 
until Hugo.”
#e storm caused $6 billion in dam-

ages, which at that time made it the 
most expensive insurance disaster in 
the nation’s history.

It also was a shining moment for the 

industry. Teams of agents swooped 
in. Amid the debris, they o$en wrote 
checks on the spot; billions of insur-
ance dollars spurred a building boom. 
Richards said only two small com-
panies were shut down because they 
were insolvent. Lawsuits were rare. 
“#e insurance companies did a won-
derful job a$er Hugo,” he said.

But it marked the end of an era — in 
meteorological terms and in insur-
ance company boardrooms.

Scientists had long wondered why 
there had been a lull in Atlantic hur-
ricanes from the 1940s until the early 
1990s. Some researchers theorized 
that it was a natural climate cycle 
called Atlantic Multidecadal Oscil-
lation.
#en Kerry Emanuel and Michael 

E. Mann, a prominent Penn State 
climatologist, noticed something 
else: Hurricane frequency seemed to 
correspond to pollution levels in the 
tropics.
#ey found that pollutants rose 

dramatically from the 1940s through 
the 1970s as the world’s industrial 
production grew. #ese pollutants re-
&ected sunlight, reducing the amount 
of energy hitting ocean waters in the 
tropics, the heat source that gives 
birth to the storms.

“We had suppressed them,” Emanu-
el said of the hurricanes.

But those pollutants began to dis-
sipate with new clean-air laws in 
the 1970s and 1980s. More sunlight 
reached the tropics by the early 1990s. 
Emanuel and Mann theorized that 
the warming oceans in the tropics 
would fuel a frenzy of new storms, 
a theory supported by subsequent 
studies.

Meanwhile, insurance companies 
thought Hugo was an aberration, said 
Richards, the former South Caro-
lina insurance commissioner. “#ey 
thought, #ank goodness, this is just 
a storm we’ll never see again for a de-
cade or two.”

Even a$er Hugo, insurance experts 
assumed that storms in heavily popu-
lated Florida would cause damages in 
the low billions of dollars, losses they 
!gured they could swallow.
#en Andrew hit South Florida in 

1992. It was a compact hurricane, 
more like a giant tornado; hurricane-
force winds formed a bullet of wind 
40 miles wide that entered south of 
Miami, churned through the Ever-
glades and exited into the Gulf just 
four hours later.

Inside this maelstrom, 140 mph 
winds hammered the city of Home-
stead and other communities. 
Richards rushed south to help his 
colleagues.

“#e night I arrived, I was in Tal-
lahassee at the house of the Florida 
insurance commissioner. I said, ‘One 
thing you have to be aware of is that 
your (insurance) industry is taking 
quite a hit. And you better send teams 
of examiners to those companies as 
soon as possible.’ He laughed and 
said, ‘John, I’m not worried.’”

Richards was right, of course. 
Andrew caused about $16 billion in 
insured damages that triggered more 
than 600,000 claims. Eleven insur-
ance companies went belly up, and 
the !nances of dozens of others were 
shaken.
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When it comes to insurance, you can’t drop a “black box” or use it to 
record pilots before they crash a plane. The term is used in insurance 
circles to describe computer programs that analyze historical data and 
information about houses and buildings.

Karen Clark, founder of AIR Worldwide, began using these programs in 
the late 1980s and early 1990s to analyze potential losses in the event of 
a hurricane. Other companies, such as Risk Management Solutions, have 
models of their own and have created programs to analyze potential 
losses in earthquakes and other disasters.

Companies zealously guard their programs for competitive reasons, 
hence the term black box. Florida, however, has established a panel of 
independent experts to scrutinize these models because of their impor-
tance in rate-setting.

What is a black box?

FILE

In 1959 Beaufort County was struck by Hurricane Gracie, a category 3 storm with sustained winds of 130 mph and a storm surge of more than 11 feet.

‘Hurricanes don’t care what happened last year’
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VIDEO: To see 
Tony Bartelme’s 
interview with 
Daryl Ferguson, 
scan this QR code 
or go to  
postandcourier.
com/video.
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