IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT IN AND
FOR LEON COUNTY, FLORIDA

State Of Flonda, ex rel., The
Department Of Financial Services Of

jeuiBo Jsujefie payueA jou - AdOD

The State Of Florida,
Relator, - —
v. CASENO.:2010-CA- jB72 7 7
SR 2 ;.ﬁ.
Magnolia Insurance Company, e N
a Florida corporation, : -3 f il
5O
Respondent. —
/ (3
PETITION FOR ORDER APPOINTING THE FLORIDA DEPARTMENT OF
FINANCIAL SERVICES AS RECEIVER FOR PURPOSES OF LIQUIDATION,
INJUNCTION, AND NOTICE OF AUTOMATIC STAY

The Florida Department of Financial Services (hereinafter the “Department”) hereby
petitions this Court pursuant to Sections 631.031 and 631.051, Florida Statutes, for a consent order
of liquidation of Magnolia Insurance Company (hereinafter the “Respondent”). In support of its
petition, the Department states:

1. This Court has jurisdiction pursuant to Section 631.021 (1), Florida Statutes, and
venue is proper pursuant to Section 631.021(2), Florida Statutes.

2. Respondent is a corporation authorized pursuant to the Florida Insurance Code to
transact business in the state of Florida as a property and casualty insurer. Respondent's
principal place of business is located at 2601 South Bayshore Drive, Suite 1215, Coconut Grove,

Florida 33133. Respondent also does business at 911 East Park Avenue, Tallahassee, Florida.



3. Section 631.021(3), Florida Statutes, provides that a delinquency proceeding
pursuant to Chapter 631, Florida Statutes, constitutes the sole and exclusive method of
liquidating, rehabilitating, reorganizing, or conserving a Florida domiciled insurer.

4. Pursuant to Section 631.031, Florida Statutes, the Department is empowered to
apply to this Court for an Order directing the Respondent to show cause why the Department
should not be appointed Receiver of Respondent for purposes of liquidation under any of the
following grounds set out in Section 631.051, Florida Statutes.

5. Respondent has consented to the appointment of the Department as Receiver for
the purposes of liquidation pursuant to Section 631.051(11).

6. Accordingly, it is in the best interests of Respondent and its creditors and insureds
that the relief requested in the petition be granted. A copy of the Stipulation and Consent to
Receivership and Liquidation signed by Respondent is attached as Exhibit “A.”

7. Pursuant to Section 631.031(1), Florida Statutes, Kevin McCarty, the
Commissioner of the Office of Insurance Regulation, has written a letter to the Chief Financial
Officer Alex Sink stating grounds for the initiation of delinquency proceedings against Magnolia
Insurance Company. A copy of the letter is attached as Exhibit “B.”

8. Magnolia Insurance Company is no longer writing new or renewal insurance
policies and has not done so for several months. Serious questions exist as to its ability to continue
as a viable insurance company.

9. Statutory balance sheets prepared at the request of the supervisor that has been on
site throughout the period of administrative supervision reflect that the company is insolvent. See
Exhibit “C.” Specifically, the balance sheets reflect that: surplus with respect to policyholders is

negative $20,151,380.00; most of the insolvency would consist of general creditor claims, primarily



as a result of unpaid reinsurance premiums which exceed $19 million; the Respondent’s assets are
approximately $30 million in cash and liquid assets.

10. Given the Company’s insolvency and the commencement of the 2010 hurricane
season in approximately one month, the Department requests, pursuant to Section 631.061(1),
the entry of an Order of liquidation that will allow the Department to conserve the assets of
Magnolia Insurance Company and further allow the Department time to assist the policyholders
in their efforts to locate and transition to another property and casualty insurer.

11. A prompt assessment of the Company’s circumstances will be the Department’s
immediate priority once appointed Receiver. The Department anticipates filing a status report and/or
such other pleadings as may be appropriate in short order.

WHEREFORE, The Florida Department of Financial Services respectfully petitions this
Court for entry of its order of liquidation attached to this Petition as Exhibit “D.”

TN
SUBMITTED on this 30 day of April, 2010.

Lt s

WILLIAM A.SPILLIAS, Chief Attorney
Florida Bar No. 909769

ROBERT V. ELIAS,

DEPUTY CHIEF ATTORNEY

Florida Bar No. 530107

JODY E. COLLINS

SENIOR ATTORNEY

Florida Bar No. 500445

Florida Department of Financial Services
Division of Rehabilitation and Liquidation
Post Office Box 110

Tallahassee, Florida 32302-0110

(850) 413-4459 — Telephone

(786) 336-1371 — Direct Line

(850) 921-6115 — Facsimile




IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT IN AND
FOR LEON COUNTY, FLORIDA

State Of Florida, ex rel., The
Department Of Finanoial Services Of
The State Of Florida,

Relator,

V.

CASE NO.: 2009-

Magnolia Insurance Company,
a Florida Corporation authorized to
transact an insurance business in Florida,

Respondent.

IT IS HEREBY agreed as follows:

1. Magnolia Insurance Company (herein “Respondent™) is a Florida corporation and is a
domestic insurer authorized to transact an insurance business in the State of Florida.

2. . Respondent admits that grounds exist for the appointment of a Receiver under .Section
631.061(1), Florida Statutes.

3. Respondent consents, through ;majon'ty of its directors, its sole stockholder, members,
or subscribers, to the entry of an order of Receivership and Liquidation appointing the
Departimient of Financial Services as Recetver for pmpos;:s of Liquidation and conscnts
to any injunctions this Court deems necessary and appropriate. The Joint Resolution of
the President, Directors and Sole Stockholder of Magnolia Insurance Company is

attached hercto,

EXHIBIT “A”



4. Respondent consents and agroes to the entry of en Order Appointing the Florida
Department of Financial Services as Receiver for Purposes of Liquidation, Injunétion

and Notice of Automatic Stay.

Dated this 34 _ day of November, 2005.
MAGNOLIA INSURANCE COMPANY

4 Q»—J‘(/
H. James W:dent




JOINT RESOLUTION OF THE PRESIDENT, DIRECTORS AND SOLE
STOCKHOLDER OF MAGNOLIA INSURURANCE COMPANY

The undersigned, being the President, Directors and Sole Stockholder of Magnolia Tnsurance Company (the
“Company”), hereby certify that the following exoerpt is & true and correct copy ofresoluhons adopted at &
combined meeting of the President, Directors, and Sole Stockholder of the Company:

RESOLVRED, that the President, Directors and Sole Stockholder of the Company consent to the entry of an
Order Appointing the Florida Department of Financial Services as Receiver for Purposes of Liquidation, Injunction
and Notice of Automatic Stry.

FURTHER, RESOLVED, that the President, Directors and Sole Stockholder of the Company are hersby
authorized to executs any and all consent agreements or other documents on behalf of Magnolia Insursnce Company,
to obtain entry of the Order of Liquidation and are authorized to teke any and all additional actions deemed
necessary or appropriate by the Depertment of Pinancial Services to effectuate the foregoing to comply with the
Order without further approval of the President, Directors or Sole Stockholder.

Dated this 59 day of 2009,
IRL FINANCIAL GROUP, INC,

On beha!f ol Financial Group, Inc.,
as sole shareholder of Magnolia Insurance Company

MAGNOLIA INSURANCE COMPANY

£ D i
H. James ) }@dentanrec
< 4

Grogg Daird Patterson, CFO/Director

Alberto asua, Director

Peter Richard Harrison, Director

Emesto Ramon, Director



FINANCIAL SERVICES
COMMISSION

CHARLIE CRIST
GOVERNOR

ALEX SINK

OFFTCE OF INSURANCE REGULATION CHIEF FINANCIAL OFFICER

BILL McCOLLUM
ATTORNEY GENERAL

_ CHARLES BRONSON
KeEvIN M. MCCARTY COMMISSIONER OF

COMMISSIONER AGRICULTURE

April 29, 2010

The Honorable Alex Sink Via Email
The Chief Financial Officer
. Department of Financial Services
The Capitol, PL-11
Tallahassee, FL 32399

Re: Magnolia Insurance Company

Dear Chief Financial Officer Sink:

Please be advised that the Office of Insurance Regulation (Office) has determined that one or
more grounds exist for the initiation of delinquency proceedings, pursuant to Chapter 631,
Florida Statutes, against Magnolia Insurance Company (Magnolia).

Magnolia failed to file the required 2009 third quarter statement due in November 2009, and as a
result of this failure, the Office required Magnolia to execute a Stipulation and Consent to
Receivership and Liquidation and a Joint Resolution of the President, Directors and Sole
Shareholder of Magnolia Insurance Company dated November 30, 2009 (Exhibits A).

The Office then undertook the task of determining the exact financial condition of the company
and placed the company into a public administrative supervision December 14, 2009 (Exhibit B).
The supervision was made public for the purpose of informing agents and policyholders of the
financial condition of this company. During the immediate period of supervision, the Office
facilitated meeting with various parties to negotiate a possible solvent runoff plan for Magnolia.
During the pendency of the administrative supervision, the Office through its supervisors has
been able to restructure the administrative contracts for policy administration and continued to
pay claims in the normal course of business. The Office has also issued non-renewal notices
throughout the supervision and has reduced the book to an anticipated 28,236 policies for June 1,
2010, and has reduced the unearned premium liability by over $30 million from $46 million at
year end 2009 to less than $14.6 million at May 31, 2010. This unearned premium obligation
would have been the direct liability of the Florida Insurance Guaranty Fund.

KEVIN M, McCARTY * COMMISSIONER
700 EAST GAINES STREET * TALLAHASSEE, FLORIDA 32399-0305 - (850)413-5914 « FaXx (850) 488-3334
WEDSITE: WWW.FLOIR.COM * EMAIL: KEVIN.MCCARTY(@FLOIR.COM

Affirmative Action / Equal Opportunity Employer

Exhibit "B"



The Honorable Aiex Sink
April 29, 2010
Page 2

To date, negotiations with interested parties have not yielded a settlement that would allow the
company to continue the runoff through the impending hurricane season. As such, the Office is
hereby making the referral based upon the grounds that the company is insolvent as specified in
Section 631.061, Florida Statutes. Statutory Balance Sheets prepared at the request of the
supervisor reflect surplus as regard to policyholders at negative $20,151,380.00 (Exhibit C).
Most of the insolvency would be for general creditor claims as a result of unpaid reinsurance
premium of over $19 million. Assets of the company are now approximately $30 million in cash
and liquid assets.

The Office has kept the Division of Rehabilitation and Liquidation informed regarding the
particular circumstances throughout the administrative supervision. And as always, the Office
stands ready to provide any additional information or assistance the Department needs in order
for this matter to proceed as expeditiously as possible. Thank you for your attention to this
matter.

SIHW\
/.

in M. McCarty

ommissioner

cc: Ben Diamond, General Counsel
Department of Financial Services

Wayne Johnson, Division Director
Division of Rehabilitation and Liquidation
Department of Financial Services



FILED

DEC 14 2099

Keviy M, MoGarty
"IN THE MATTER OF:

.CASENO: 107879-09CO
MAGNOLIA INSURANCE COMPANY

THIS CAUSE ceme ot t o oopsidered ipon review by the OFFICE OF INSURANCE
REGULATION (hercinafier tofesred to a3 the “OFFICE™) of the finuncial eondition of
 MAGNOLIA INSURANCE COMPANY (herecafte sefure to s “MAGNOLIA®). Afler a
dvisod I o peemiass, tho OFFICE heesly finds, and MAGNOLIA sgrocs, s ollow:
2 MAGNOLIA is & Florids domestic property and onsualty fomuror locosed undst,
Chapiar 623, Flotida Statutes, and subject to reguintion by the OFFICE, pursuant to the Florida
3. 'MAGNOLIA agrees sufficlent grounds exist for the OFFICE to effectuate the
administrative supetvision of MAGNOLIA under Section 624.81, Florida Statates, The partics
@mm-wawmmummmmmammoﬁmw
Onder for Administrative Supervision and shall last for a period of 120 days. Such
edminishative supervisicn may be extanded, at the OFFICE's sole disaretion, for an additionsl
120 days in 60-day increments.

OFFICE OF
Oecketed Dy:



4 Thodouments gatherod by the OFFICE as & sotult of e aduiniptrative supervision
" - ohall 'bo tréated 5 confidential pursunst to Seclion §24.81, Florids Stattes, unloss the OFFICE
detsomines purssent io Seution 604,51, Flortda Seatotes, that it is in the best infepest of the palilic or
s isureds for domtants associated with this adminjetrative sapérvisian fo be made public. The
OFFICE finds @at }t i in the pulilic interost to disclse the feet that the catimetty s in
admitletative supervision. Therefre, thls ordér shall be » paific dooment |
wmmm)mmmwuumm

6. Iﬁshﬁﬁm of Adnsinixtretive Supervision. stiall notprechude tis OFFICE ur the
Departmant of Financial Servites fom inltisting fodicis] procesdings to place MAGNOLIA in
xdﬁﬁnmﬁonornqulduim ,

7. Duritg the period of administrative supervision, MAGNOLIA is prokibited from
sany sctivity Hoed in Soption 624.83, Florids Statuics, which inclule the following without prior
written appeoval of the OFFICE:

{8) Dispose of, convey, ar encurtiber any of its assety or its business in foroe;

(®) Lend ary of its Sands;

(o) Hnveut sty of its fands;

(d) Treswelor-any of ts property;

{e) Inour any febt obligation or Hability;

(f) Morge or consolidate with another company;
@mmmmmmamwwma
mmmwwhmdmmm

(h)*rmm.m forfeit, convert, or Jopae amy issursnce policy, oquﬁnmu
coptract of insurence, exoept for tonpayment of presiums doe;



mm’w«wmmmmummm
mmm muoﬂnmmm irsurance policy
or or

Gy Miake any material changs in fisiagonient,

5. MAGNOLIA shall cooperie in the dovelopment of & coereetive sefin plan
pursnant ¢ Sections 624.81(3), (4), and (), Flarida Statutes, and vdll assist upon the requestof
fhe OFFICE in ciltaing e dillgence review by polentis) seqyireas.

9. Upoh execution of Gis Consent Order, MAGHNOLIA stiall ook writs amy new
business and sl not retew business withiout the prioe consent of the OFFICE nd ‘withow a fufl
disthamrs. of the existonos of tie Oder to the policyholier and the ageut in advace of my
senewal.

10. Upon ¢ commenpement of this Admisistralive Supervision, 1. Jamies bl shall
resign all positions withi MAGNOLIA nd shall refisin from exsrvistug any rassagecial oontrol
over MAGNOLIA. |
expend any funds without the peios, writton approval of the OFFICE oc Deputy Supervisor. I,
after OFFICE appeoval-of & trasaction he beca gracind, the OFFICE heoames sweee.of widitions]
facts or cirexmstanoes, which initerially affisct its prior appeovel of the transsotion, the OFFICE
mmmﬂnﬂummmmm-hmﬁbnmum

12 MAGNOLIJA shall be responisible ﬂuudmdu&ve supervision expanses purstisnt
fo Seption 62487, Flerida Statutes. nwmmmnmomcaf&mwm.of
administrative supervision, and will pay ditectly any contractors, inchuding sny Deputy Supervisor,
retajned by the OFFICE for assistance with the administiative suporvision.  In the event that



personnel from the Division f Rebibilitation sad Liquidation are uiilized in the Administative
Supervision effort, MAGNOLIA sgxeed to reimburss the Division of Rehabilitation aud Liquidation
Mmmm&mﬂmnmm boutly costs, Soch relinburseiment shall, be

munmmwbom

1. mmwmmMu&wofww
mmamwmmummmuhmammm
‘1o obtain independent informition, verify transeotions, and veelly ¢ho cdadition snd status of
MAGNOILEA and its progress tn developing and compiying with its ootrective aotion plan snd any
prevence ind work of such Deputy Supervisor, examiners, ssff or ofiser designees.

4.  MAGNOLIA shall aliow the Depaty Superviser, cxaminess, s, ot other designoss
, of the OFRICE oorplete aod unrestricted aocess to all uffices mafutained, rights of scton, books,
mwwmmmmmmmmmw
“equipment, and sll real property of MAGNOLIA, wherever situsted, whether in possession of
MAGNOLIA or it offiors, irostors, exiployoes, maagers, conuitmnt, ruskes, adjusie,
stiofneys, agants or affiliates. A

15.  MAGNOLIA, its shareholders, sl conirolling persons agree that they will bring no
independent cause of action, and hercby release and relinquish any cight of sction that may arise
againist, the OFFICE, its Deputy Supeevisor, and 4l ofher pesons or desighees retained by the
QFFICE or the Department of Financisl Secvicts 1o ssist with this Adshinistrative Supervision.
“Thia releass skl survive after tho period of Administative Supeevision has concluded. Al rights
ynder Section 624:84, Florida Statutes, are preserved.



16. MAGNOLIA horeby knowingly and voluntaily waives veoript of writies nefice
woder Seolian G24.81(1), Flerida Stitutes, of e grounds fir the OFFICE. to offctuate

17, MAGNOLIA cxptesdly waives a hewing in s tétier of Administruive
Supervisicn, e making of Findings of Bact, and Conclusions of Law by the OFFICE, and ol |
fimther and .otfer procéedings erein to Which it may be entitied by Jaw-ar mles of the OFFICE.
MAGNOLIA hershy knowingly s vohaminsily waives ol vights 1 challenge or contest thin
Consant Order o, mty forum wow or in the Hitre svatisble w i, hicluding the right to sty
 adinisirative procneding, oiroutt o fedorsl cott actian, trauy appedl.

18  MAGNOLIA agress that if the OFFXCBWM'MWM‘W
m-m.@mummmwwsmm@nwﬂ
" proceedings are initiated by MAGNOLIA regaiding this Administrative Stipeevision, and the
QFFICE prevails in such provesdings, MATGNOLIA shall reimbarse the OFFICE for reasonable |
attorney's Tees and costs. Othwewise, oach party 10 this agreement shafl bexr its own costs and
aomey’s fess. X

19. MAGNOLIA egreos thet it has enterod into this Consent Order volnotarily,
without coerolon fum ths OFFICE é sty agea, emplayes at designes of tic OFFICE, and that
it has obbairied legal bounsel froih its attomey(s) prior 0 enrtating inlo this agreament.

20.  Ths parties agree that this Congent Order will be deemed to be excoiiind when the
OFFICE has sigued a copy of this Cousent Order bearing the signature of MAGNOLIA
notwithstanding the fhot that the copy was trapwnitied do the OFFICE electronically or via
Sacrimite macliine, MAGNOLIA agrées that the signature of its representatives as affbxid to fals
Conscrst Order shall be under the seal of & notary peblio.



 WHEREFORE, tie agroemdat betwoan MAGNOLIA INSURANCE COMPANY, and
w;m@rmm:mmn. the torms. and condiion of which are set forth
ebove, is APPROVED, FURTHER, all tartis and oovdifiony oontained herein are bereby

mwmwlﬂwl&mﬁm,,




By exeoution heveof, MAGNOLIA BNSURANCE' COMPANY ponsents t the wetry of this
Consent Order, agreen withdut ceesitvitivn 1o ofl of He above teras mx? conditions of this
- Conmegt Grded dnd. dhall be bl by all provisioss bivein. The underkigned tepeesents that
he/she bas thé snbarity t bind MAGNOLIA INSURAM 'WMthM_
conditions-of this Consout Ordex, Thie wadaigned albo sortiiies st Je'she kas providess the
wmmmmmm*ﬁmum
mu»m.w»mmwﬁ-mm-rmom

mmmnmm
-  Girerp, Tio.
. _u»umdmmmcw

Known__ Y _OR, Produced kdootificetion_____

Tope ofcotifati




Suite 1235 . ¢
Gonanmi}mvn,ﬂoddt 3’3133

Tim Schospwaldar, Byg.

204 Bouth Mantoe Stiset (32301)-
P.0. Box 11068

Tullahageos, Florida 32302

Betinde mlh:. Députy Commissiones
demmw

200 Baat Galned Sirest

'muﬁam Florida 323990329

;mmym M‘ah!
m Insunce Rugulation
200 Bast Geined Stroet
Trilldhonses, Flosida 32399-0329

Ampands Hunger, Assistant Gonerasl Counsel
Offioeof Tmurence Rogolation”

200 Bast Gainps Stoect

“Tultehassee, Florida 323990333



PRELIMINARY
Subject To Revision Based On
Final Merlinos and CGl information

MAGNOLIA INSURANCE COMPANY
December 31, 2009

STATUTORY BALANCE SHEET
STATUTORY RESULTS OF OPERATIONS

- STATUTORY CAPITAL & SURPLUS

50% Quota Share Reinsurance Continues Through December 31, 2009

Loss & LAE Reserves Are Merlinos Best Estimate

2/11/2010

Exhibit "C"



Magnolia Insurance Company

Loss & LAE Reserves Are Merlinos Best Estimate

ASSETS

Bonds

Common Stack

Cash and short-term Investments

Cash and invested assets

Invastment incoma due and sccrued

Premiums and considerstions:
Uncollected premiums snd agents balances
Defetrad Premiums

Reinsurance;

Amounts recoverable from reinsurers

Current income taxes recoverable

Net defarred taxes

£DP Equipment and software

Recalvabla from parent, subsidisries and

Other Recalvables

Total Assets

Balance Sheet

December 31, 2009
50% Quota Share Reinsurance Effective june 1, 2009 and Continues Through December 31, 2009

UABILITIES, SURPLUS AND OTHER FUNDS

loases & LAK
Losses-Dirsct

Lossas-Ceded

Loss Adjustment Expenses-Direct
LoasAdjustment Expansas-Ceded
Net Loss & LAE

Unssmed Premiums
Uneamed Premjums-Direct

Unearned Premiums-Ceded-Cat KOL
Unesmed Premiums-Ceded-Quots Share
Net Unearned Premiums

Reinsurance Pgyables
Cat XOL

Quota Share
Total Relnsurance Payable

Advance Premiums
Payable to Citizans
Accounts payable
Other Uablltties
Total Liabilitles

Common Stock

Gross pald in and contributed surplus
Unassigned funds

surplus as regurds policyholders

Totaf tiabiilties, Capitul & Surplus

Dec.31, 2008 Dec.31, 2009
Statutory Adjust Statutory
Balance Ad)ust Q/s Ceding Balance
Sheet Loss & LAE Reserves Commission Sheet
(Ouniap To Meriinos Best For Loss Ratio (Meritnos
fossResgrvesi Estimate Change Loxs Reservest
$0 $0
$3,125,17% $3,125,175
$41,799,945 541,799,945
$44,025,120 $a $0 544,925,120
$26,520 $26,520
$9,171,544 $9,171,544
$0 $o0
$5,500,950 $5,900,950
$32,524,081 $3,524,081
$0 $0
$19,022 $19,022
$0 $o0
$454,383 $454,383
$64,021,620 ) $0 564,021,620
$19,267,856 $10,687,057 $29,954,913
($5,299,294) {$3,970,888) ($9,270,179)
$1,935,052 $3,627,164 $6,562,216
{5491,084) {$517,586) ($1,008,670)
$16,412,530 $9,825,750 $0  $26,238,280
. 446,591,915 $46,591,915
{$25,040,099) ($25,040,099)
($11,880,938) ($11,880,938}
$9,670,878 $0 S0 $9,670,878
$19,568,255 $19,568,255
$21,056,179 $837,824  $21,894,003
$40,624,434 $0 $837,824  $41.462,258
$646,737 $646,737
$5,053,255 $5,053,255
$397,088 $397,095
$704,497 $704,497
$73,509,426 99,825,780 $837,824 $84,173,000
$10,000 $10,000
$19,990,000 $19,950,000
__($29,487,806) {$9,825,750) ($837,824) {$40,151,380)
{$9,487,806) __(99,825,750) ___($837,824) ($20,151,380)
$64,021,620 $0 $0 564,021,620




Magnolia insurance Company
Year Ended December 31, 2009

Operations Results

mqmsmnwnwnmmli,mwmmamm;hmwsi,m
Loss & LAE Reserves Are Duniap Best Estimate

2009 2009
Statutory Adjust Adjust Statutory
Income Loss & LAE Q/fS Cading income
Statemant Reserves To Commission Statement
{Dunlap Maeriinos For Loss Ratlo
Loss Reserves) Best Estimate chenge Adjusted

Premiums Esmed
Oirect & Assumed
Premiums Written $104,660,639 . $104,660,639
Unesrned-Beginning } $53,899,087 $63,999,057
Uneamed-End $46,591,915 $46,591,915
Earned $121,967,781 $0 $o $121,967, 1M1
Policy Fees $1,845,325 $1,845,325
Direct Eamed Pramiums $123,813,106 $o $o $123,813,106
Ceded Reinsursnce Premium:

Cat XOL : {$60,636,343) {$60,636,343)
Quota Share S0% ($17,503,118) {$17,503,116)
Net Of Reinsurance $45,673,647 $0 $0 $45,673,647

Losses & LAE .

. Direct Losses & LAE $59,504,082 $14,314,221 $73,818,303
Cat Losses & LAE Caded $o
Quota Share Losses & LAE Ceded {$11,691,327)  ($4ARR471) {$16,179,798)
NetLosses & LAE $47,812,755 $9.823,750 $0 $57,638,505

Expenses ’
MGA Faes $29,444,317 $29,444,517
Premium Taxes $1,703,561 $1,703,561
Othié¥ Undarirritinig Expitiises ' $2,608,606 * '$2,608,606
Policy Fees $1,845,325 $1,845,325
Professional Fees $1,596,046 81,596,046
Expenses Bafore Cading Commission $37,197,858 $0 $o $37,197,855
Cading Commiasions (48,322,877} $0 $837,824 {$7,A00,053)
NetExpenses $28,869,978 $0 $837,524 $29,707,802

Underwriting Income ($31,009,086) {$9,823,750] {$837,824) ($41,672,660)

Investment Income $917,034 $917,084

finance Charges & Other $236,599 $236,599

Pretax Income(Loss) ($29,855,403) ($9,825,750) ($837,824) {540,518,977)

Income Taxes 109,807) ($3,108,8907)

Net income (Loss) ($26,743,596) {$9,825,750) ($837,824) {$37,409,170)

Capital & Surplus

Capital & Surplus

($9,487,806) _ _ {$9,825,750)

($837,824)

{§20,151,380)




MAGNOLIA INSURANCE COMPANY

December 31, 2009

LOSS & LAE RESERVES

MERLINOS BEST ESTIMATE



Magnolia Insurance Company
Loss & LAE Reserves -December 31, 2009

Merlinos Actuarial Schedule
"Reinsurance Net Of
Direct Ceded Reinsurance
Loss Reserves-Case $12,170,238 $3,349,118 $8,821,119
LAE Reserves-Case $883,541 $233,259 $650,282
Loss & LAE Reserves-Case $13,053,779 $3,582,378 $9,471,401
Loss Reserves-IBNR $17,975,734 $5,921,060 $12,054,674
ALAE Reserves-IBNR $1,281,500 $775411 $506,089 |
$19,257.234 $6,696,471 $12,560,763
ULAE Reserves $4,361,987 $0 $4,361,987
Total Loss & LAE Reserves $36,673,000 $10,278,849 $26,394,151
Add: Non Actuarial reported in Loss Reserves
Dir Adj & Other Reserve $48,769 $48,769 |
$38,721,769 $10,278,849 $26,442,920
Meriinos Loss Reserves Reduced For Citizens Clalms Ermmoneously included
‘ReWnsurance Net Of
Direct Ceded &.lm!m
Loss Ressrves-Case $11,978,178 $3,340,119 $8,630,080
ALAE Reserves-Case $859,960 $233,269 $638,701 |
Loss & LAE Reserves-Cass $12,849,139 $3,582,378 $0,286,761 |
Loss Reserves-IBNR $17,976,734 $5,921,080 $12,084,874
Reserves-IBNR $1,281,500 $776411 $508,089
$19,257,234 $6,898,471 $12.660,763
ULAE Reserves $4,351,087 $0 $4,381,987
Total Loss & LAE Ressrves $38,458,260 $10,278,849 26,189,511
d: Non Actuariel reported in Loss Reserves
Dir Ad] & Other Reserve $48,760
$36,517,129
SUMMARY
Loas $29,954,913
LAE $6,882,216
Loss & LAE $36,517,129

2/11/2010
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MAGNOLIA INSURANCR COMPANY EXHIBIT 1
RESERVE REVIEW AS OF 12/31/09 : SHEET 1

2008 2,000 549 1,420 252 878

2009 17,258 3,813 6,398 1,135 13,437

TOTAL 19,258 436 7,818 1,487 14315
/ NOT TO BE RELIED UPOR

COLUMNS (1) AND (2) ARE FROM EXHIBIT I, SHEET 2, COLUMN (6).
COLUMNS (3} AND (4) ARE FROM GEORGE DUNLAP'S REVIEW RECEIVED VIA EMAT, FROM BEN TROXLER
ON 01/27/10.

AN




MAGNOLIA INSURANCK COMPANY EXHIBIT1
RESERVE REVIEW AS OF 120109 SHEET?

REPORTED PADD SELECTED CASE
ACCIDENT LOSSANDALAE LOSSANDALAX  ULTIMATR RESERVES SELECTED TOTAL
_QUARTER __ ATI231N9 __ ATIINING _ LOSSAND ALAE AT 123109 IBNR_______ RESERVES
Q) @ & - $rGH1) ) OHS)
2008 649,048 291,726 640,000 5130 30952 8274
20003 9,374,235 8,538,042 10,000,000 £36,193 625,765 1,461,958
20084 11,406,997 10,236,743 12,750,000 L170,254 1,343,003 2313257
2005-1 12,906,237 11,039,300 15,250,000 1,866,437 2,343,763 4,210,200
20052 12,855,244 1000L,773 16,600,000 2,753,471 3,744,756 6.498,227
20093 10,246,000 6,893,413 14,750,000 3352587 4,504,000 7,856,547
20094 3,235,003 2,117488 11,900,000 1,017,517 6,664,995 9,682,512
TOTALS 62472,766 ©418.98 51,930,000 13,053,781 19257234 331,018

NOTES:
COLUMNS (1) AND (2) ARE FROM EXHIBIT I, SHEET 1, TABLES 1 AND 2, COLUMN (1).
COLUMN (3) 1S FROM EXHIBIT [I, SHEET 1, COLUMN (8).

DRAFT

NOT TO BE RELIED UPON
ALLOCATION OF 2009-3 IRNR TO JUNE 3689
L TOTAL IBNR FOR QUARTER 2, 2009 3,744,756
2. IBNR ASSUMED TO BE ALLOCATED TO LAST MONTH OF QUARTER 40%
3. IBNR ALLOCATED TO JUNE 2009 OUT OF QUARTER 2005-2 1,497,902
NOTES:

LINE 1.1S FROM COLUMN (5) ABOVE POR. ACCIDENT QUARTER 2009-2
LINE 2. IS BASED ON REVIEW OF INCURRED REPORTING PATTERN AND JUDOGMENT.



MAGNOLIA INSURANCE COMPANY EXHIBIT i
RESERVE REVIEW AS OF 1273109 . SHEET 3

CASE SELECTED
ACCIDENT RESERVES  SELECTED AOK
QUARTER __ AT 123109 DBNR IBNR
n @ (E))
2008-2 51322 30,952 1,917
2008-3 836,193 625,765 197,364 NOT TO BE RELIED UpON
20084 1,170,254 1,343,003 339,290
2009-1 1,866,437 2,343,763 568,377
2009-2 2,753,471 3,744,756 877,261
2009-3 3,352,587 4,504,000 1,060,639
20094 3,017,517 6,664,995 1,307,139
TOTALS 13,083,781 19,257,234 4,361,987

NOTES:

COLUMN (1) iS FROM EXHIBIT [, COLUMN (5).

COLUMN (1) 18 FROM EXHIBIT I, COLUMN (6).

COLUMN (3) EQUALS [COLUMN (1) PLUS COLUMN (2)) MULTIPLIED BY 13.5%.



MAGNOLIA INSURANCE COMPANY

December 31, 2009

LOSS & LAE RESERVES

DUNLAP BEST ESTIMATE



Magnolia Insurance Company
Loss & LAE Reserves -December 31, 2009

Duniap Actuarial Schedule
“Reinsurance Net Of
Direct Ceded Reinsurance
Loss Reserves-Case $12,170,238 $3,349,119 $8.821,119
E Reserves-Case $883,541 $233,259 $650,282
Loss & LAE Reserves-Case $13,053,779 $3,5682,378 $9.471,41
Loss Reserves-IBNR $7.288,841 $1,950,175 $5,338,667
IALAE Reserves-IBNR $529,159 §$135,825 $393,333
$7,818,000 $2,086,000 $5,732,000
H_li}LAE Reserves : $1,487,000 $122000  $1,365,000
otal Loss & LAE Reserves - $22,358,779 $5,7980,378 $16,568,401
Add: Non Actuarial reported in Loss Reserves
Dir Adj & Other Reserve $48,769 - $48,769
$22,407,548 $5,790,378 $16,617,170
Dunlap Loss Reserves Reduced For Cltizens Claims Erroneously included
nce Net
Direct Ceded Reinsurance
Loss Reserves-Case $11,979179 $3,349,119 $6,630,060
Ressrves-Case $869,960 $233,250 $638,701
Loas & LAE Reserves-Case $12,549,439 $3,582,378 $9,268,761
Loss Reserves-iBNR $7,288,877 $1,950,178 $5,338,502
ReservesJBNR $529 $ $383
$7,818,000 . ,008,000 732,000
JULAE Reserves $1,437,000 $122,000 $1,365,000
Total Loss & LAE Reserves $22,154,139 $5,790,378 $16,383,761

er:Noannpahdhme

| Dir Ad) & Other Reserve $48,789 $48,769
’ $22,202,908 $5,790,378 $16,412,530 |

— SUMMARY
Loss $19,267,856 $5299,204  $13,966,562
LAE $2,935,052 $491,084 $2,443,968
Loss & LAE $23,202,908 $5.750,378____ $16,412,530

Magnolia Dec31 2009 QS Continues Merlinos Loss Resvs
Dunlap Loss Reserves

Ben Troxler
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MAGNOLIA INSURANCE COMPANY

December 31, 2009

50% Quota Share Reinsurance
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IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT IN AND
FOR LEON COUNTY, FLORIDA

IN RE: The Receivership of
MAGNOLIA INSURANCE COMPANY,
a Florida corporation authorized to transact

insurance business in Florida CASE NO.: 2010-

/

CONSENT ORDER APPOINTING THE FL.ORIDA DEPARTMENT OF
FINANCIAL SERVICES AS RECEIVER FOR PURPOSES OF LIQUIDATION,
INJUNCTION, AND NOTICE OF AUTOMATIC STAY

THIS CAUSE was considered on the Department of Financial Services’
(hereinafter the “Department”) Petition for Order Appointing the Florida Department of
Financial Services as Receiver for Liquidation, Injunction, and Automatic Stay of
MAGNOLIA INSURANCE COMPANY (hereinafter the “Respondent”). The Court,
having reviewed the pleadings of record, and otherwise being fully informed in the
premises finds that:

1. This Court has jurisdiction pursuant to Section 631.021(1), Florida
Statutes, and venue is proper pursuant to Section 631.021(2), Florida Statutes.

2. Respondent is a corporation authorized pursuant to the Florida Insurance
Code to transact business in the state of Florida as a domestic property and casualty
insurer. Respondent's principal place of business is at 2601 South Bayshore Drive, Suite
1215, Coconut Grove, Florida 33133. Respondent also does business at 911 East Park
Avenue, Tallahassee, Florida.

3. Section 631.021(3), Florida Statutes, provides that a delinquency
proceeding pursuant to Chapter 631, Florida Statutes, constitutes the sole and exclusive

method of liquidating, rehabilitating, reorganizing, or conserving an insurer. Further,

Exhibit “D”



Section 631.025(2), Florida Statutes, authorizes the Department to initiate delinquency
proceedings against any insurer if the statutory grounds are present as to that insurer.

4. Section 631.061(1), Florida Statutes, authorizes the Department to apply
to this Court for an Order directing it to liquidate a domestic insurer upon the ground that
said insurer is insolvent or is about to become insolvent. Respondent has consented to the
appointment of the Department as Receiver for purposes of liquidation without a hearing.
It is in the best interest of Respondent and its creditors and insureds that the relief in the
Petition be granted.

5. The Respondent is insolvent in that it is unable to pay its debts as they
become due in the usual course of business. If all Respondent’s statutorily admitted
assets were made immediately available, the Respondent’s liabilities exceed its statutorily
admitted assets. Accordingly, Respondent is insolvent within the meaning of Sections
631.011(12), (14), and 631.061(1), Florida Statutes.

6. By letter dated April 29, 2010, to the Honorable Alex Sink, Chief
Financial Officer of the State of Florida, Kevin McCarty, Commissioner of the Florida
Office of Insurance Regulation, recommended that delinquency proceedings, pursuant to
Chapter 631, Florida Statutes, be initiated against Respondent. Respondent consented to
the appointment of the Department as Receiver for the purposes of liquidation.

7. Respondent must be liquidated to protect the remaining assets of
Respondent for the benefit of its policyholders, creditors and the public.

8. In its Stipulation and Consent to Receivership and Liquidation,
Respondent consented to the appointment of the Florida Department of Financial

Services as Receiver for Respondent, consented to any injunctions this Court deemed



necessary and appropriate, and further consented to entry of this Order Appointing the
Florida Department of Financial Services as Receiver for Purposes of Liquidation,
Injunction and Notice of Automatic Stay.

THEREFORE, IT IS ORDERED AND ADJUDGED as follows:

9. The Department of Financial Services of the State of Florida shall be and
is hereby appointed Receiver of Respondent for purposes of Liquidation, effective

immediately.

10. The Receiver shall be authorized and directed to:

A. Take immediate possession of all the property, assets, and estate,
and all other property of every kind whatsoever and wherever located belonging
to Respondent pursuant to Sections 631.111 and 631.141, Florida Statutes,
including but not limited to: offices maintained by Respondent, rights of action,
books, papers, evidences of debt, bank accounts, savings accounts, certificates of
deposit, stocks, bonds, debentures and other securities, mortgages, furniture,
fixtures, office supplies and equipment, wherever situate and however titled,
whether in the possession of Respondent or its officers, directors, shareholders,
trustees, employees, consultants, attorneys, agents or affiliates and all real
property of Respondent, wherever situate, whether in the possession of
Respondent or its officers, directors, shareholders, trustees, employees,
consultants, attorneys, agents or affiliates.

B. Liquidate the assets of Respondent, including but not limited to,
funds held by Respondent’s agents, subagents, producing agents, brokers,

solicitors, service representatives or others under agency contracts or otherwise



which are due and unpaid to Respondent, including premiums, unearned
commissions, agents’ balances, agents’ reserve funds, and subrogation recoveries.

C. Employ and authorize the compensati‘on of legal counsel, actuaries,
accountants, clerks, consultants, and such assistants as it deems necessary,
purchase or lease personal or real property as it deems necessary, and authorize
the payment of the expenses of these proceedings and the necessary incidents
thereof, as approved by the Court, to be paid out of the funds or assets of the
Respondent in the possession of the Receiver or coming into its possession.

D. Reimburse such employees, from the funds of this receivership, for
their actual necessary and reasonable expenses incurred while traveling on the
business of this receivership.

E. Not defend or accept service of process on legal actions wherein
Respondent, the Receiver, or the insured is a party defendant, commenced either
prior to or subsequent to the order, without authorization of this Court; except,
however, in actions where Respondent is a nominal party, as in certain foreclosure
actions, and the action does not affect a claim against or adversely affect the
assets of Respondent, the Receiver may file appropriate pleadings in its
discretion.

F. Commence and maintain all legal actions necessary, wherever
necessary, for the proper administration of this receivership proceeding.

G. Collect all debts which are economically feasible to collect which
are due and owing to Respondent.

H. Deposit funds and maintain bank accounts in accordance with



Section 631.221, Florida Statutes.

L Take possession of all of Respondent’s securities and certificates
of deposit on deposit with the Chief Financial Officer of Florida or any similar
official of any other state, if any, and convert to cash as much as may be
necessary, in its judgment, to pay the expenses of administration of this
receivership or otherwise best benefit the estate.

J. Publish notice specifying the time and place fixed for the filing of
claims with the Receiver once each week for three consecutive weeks in the
Florida Administrative Weekly published by the Secretary of State, and at least
once in the Florida Bar News and to publish notice by similar methods in all
states where Respondents may have issued insurance policies.

K. Negotiate and settle subrogation claims and Final Judgments up to
and including the sum of Twenty Thousand Dollars ($20,000.00) without further
order of this Court.

L. Sell any salvage recovered property having value of not more than
Twenty Thousand Dollars ($20,000.00) without further order of this Court.

M. Coordinate the operation of the Receivership with the Florida
Insurance Guaranty Association (“FIGA”) pursuant to Part II, Chapter 631,
Florida Statutes. The Receiver may, in its discretion, contract with the appropriate
guaranty association to provide services as are necessary to carry out the purposes
of Chapter 631.

N. Give notice of this proceeding to Respondent’s agents pursuant to

Section 631.341, Florida Statutes, and to its insureds, if any.



0. All officers, directors, trustees, administrators, agents and
employees and all other persons representing Respondent or currently employed
or utilized by Respondent in connection with the conduct of its business are
discharged forthwith; provided, however, the Receiver may retain such persons in
the Receiver’s discretion.

P. Any officer, director, manager, trustee, administrator, attorney,
agent, accountant, actuary, broker, employee, adjuster, independent contractor, or
affiliate of Respondent and any other person who possesses or possessed any
executive authority over, or who exercises or exercised any control over, any
segment of Respondent’s affairs or the affairs of its affiliates shall be required to
fully cooperate with the Receiver, pursuant to Section 631.391, Florida Statutes,
notwithstanding the provisions of the above paragraph.

Q. Title to all property, real or personal, all contracts, rights of action
and all books and records of Respondent, wherever located, is vested in the
Receiver pursuant to Sections 631.111 and 631.141, Florida Statutes.

R. All attorneys employed by Respondent as of the date of the Order,
within 10 days notice of the Order, are required to report to the Receiver on the
name, company claim number and status of each file they are handling on behalf
of the Respondent. Said report shall also include an accounting of any funds
received from or on behalf of the Respondent. All attorneys employed by
Respondent shall be discharged as of the date of the Order unless their services
are retained by the Receiver. All attorneys employed by Respondent shall be

advised that pursuant to Section 631.011(21), Florida Statutes, a claim based on



mere possession does not create a secured claim and all attorneys employed by

Respondent, pursuant to In Re the Receivership of Syndicate Two, Inc., 538

So.2d 945 (Fla. 1* DCA 1989), who are in possession of litigation files or other
material, documents or records belonging to or relating to work performed by the
attorney on behalf of Respondent shall be required to deliver such litigation files,
material, documents or records intact and without purging to the Receiver, on
request, notwithstanding any claim of a retaining lien which, if otherwise valid,
shall not be extinguished by the delivery of these documents.

S. All agents, brokers or other persons having sold policies of
insurance and/or collected premiums on behalf of the Respondent shall be
required to account for and pay all premiums and commissions unearned due to
cancellation of policies by the Order or in the normal course of business owed to
the Respondent directly to Receiver within 30 days of demand by the Receiver or
appear before this Court to show cause, if any they may have, as to why they shall
not be required to account to the Receiver or be held in contempt of Court for
violation of the provisions of the Order. No agent, broker, premium finance
company or other person shall use premium monies owed to the Respondent for
refund of unearned premium or for any purpose other than payment to the
Receiver.

T. Any premium finance company which has entered into a contract
to finance a premium for a policy which has been issued by the Respondent shall
be required to pay any premium owed to the Respondent directly to the Receiver.

U. Reinsurance premiums due to or payable by Respondent shall be



remitted to, or disbursed by, the Receiver. Reinsurance losses recoverable or
payable by Respondent shall be handled by the Receiver. All correspondence
concerning reinsurance shall be between the Receiver and the reinsuring company
or intermediary.

V. Upon request by the Receiver, any company providing telephonic
services to Respondent shall be required to provide a reference of calls from the
number presently assigned to Respondent to any such number designated by the
Receiver or perform any other services or changes necessary to the conduct of the
receivership.

W. Any bank, savings and loan association, or other financial
institution which has on deposit, in its possession, custody or control any funds,
accounts and any other assets of Respondent, shall be required to immediately
transfer title, custody and control of all such funds, accounts and other assets to
the Receiver. The Receiver shall be authorized to change the name of such
accounts and other assets, withdraw them from such bank, savings and loan
association or other financial institution, or take any lesser action necessary for
the proper conduct of this receivership. No bank, savings and loan association or
other financial institution shall be permitted to exercise any form of set-off,
alleged set-off, lien, any form of self-help whatsoever, or refuse to transfer any
funds or assets to the Receiver’s control without the permission of this Court.

X. Any entity furnishing telephone, water, electric, sewage, garbage
or trash removal services to Respondent shall be required to maintain such service

and transfer any such accounts to the Receiver as of the date of the Order, unless



instructed to the contrary by the Receiver.

Y. Any data processing service, which has custody or control of any
data processing information and records including but not limited to source
documents, data processing cards, input tapes, all types of storage information,
master tapes or any other recorded information relating to Respondent shall be
required to transfer custody and control of such records to the Receiver. The
Receiver shall be authorized to compensate any such entity for the actual use of
hardware and software which the Receiver finds to be necessary to this
proceeding. Compensation shall be based upon the monthly rate provided for in
contracts or leases with Respondent which was in effect when this proceeding was
instituted, or based upon such contract as may be negotiated by the Receiver, for
the actual time such equipment and software is used by the Receiver.

Z. The United States Postal Service shall be directed to provide any
information requested by the Receiver regarding Respondent and to handle future
deliveries of Respondent’s mail as directed by the Receiver.

AA. All claims shall be filed with the Receiver on or before 11:59:59
p.m. on May 2, 2011, or be forever barred, and all such claims shall be filed on
proof of claim forms prepared by the Receiver.

BB. Except for contracts of insurance, if the Receiver does not assume
or reject an executory contract, in whole or in part, to which Respondent was a
party within ninety (90) days of the date of this Order or from the date of
Receiver’s actual knowledge of such contract, whichever is later, then such

contract shall be deemed rejected. “Actual Knowledge” means the Receiver has in



its possession the original of a written contract to which the Respondent is a party,
and the Receiver has notified the vendor in writing acknowledging the existence
of the contract. Further, the Receiver shall have the authority to do the following:
A) Pay for services provided by any of Respondent’s vendors, in the
ninety (90) day period prior to assuming or rejecting the contract, which are
necessary to administer the Receivership estate;

B) Once the Receiver determines Respondent’s vendor is necessary in
the continued administration of the Receivership estate for a period to exceed the
ninety (90) days from the date of this order, or from the date of Receiver’s actual
knowledge of such contract, whichever is later, the Receiver may make minimal
modifications to the terms of the contract, including, but not limited to, the
expiration date of the agreement, the scope of the services to be provided, and/or
the compensation to be paid to Respondent’s vendor pursuant to the contract.
“Minimal Modifications” shall mean any minimum alteration made to the contract
in order to adapt to the new circumstances of the Receivership estate. In no event
will any minimal modification be construed as the Receiver entering into a new
contract with Respondent’s vendor.

Any vendor, including but not limited to, any and all employees /
contractors of insurer, claiming the existence of a contractual relationship
with the insurer shall provide notice to the Receiver of such relationship.
This notice shall include any and all documents and information regarding the
terms and conditions of the contract, including a copy of the written contract

between the vendor and the insurer, if any, what services or goods were provided
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pursuant to the contract, any current, future and/or past due amounts owing under
the contract, and any supporting documentation for third party services or goods
provided. Failure to provide the required information may result in vendors’
contractual rights not being recognized by the Receiver. The rights of the parties
to any such contracts are fixed as of the date of the Order and any cancellation
under this provision shall not be treated as an anticipatory breach of such
contracts.

CC. All affiliated companies and associations, including but not limited to
Magnolia Agency, LLC, and Irl Financial Group, Inc., shall make their books and records
available to the Receiver, to include all records located in any premises occupied by said
affiliate, whether corporate records or not, and to provide copies of any records requested
by the Receiver whether or not such records are related to Respondent. The Receiver
shall have title to all policy files and other records of, and relating to Respondent,
whether such documents are kept in offices occupied by an affiliate company or any other
person, corporation, or association. The Receiver shall be authorized to take possession
of any such records, files, and documents, and to remove them to any location in the
Receiver’s discretion. Any disputed records shall not be withheld from the Receiver’s
review, but shall be safeguarded and presented to this Court for review prior to copying
by the Receiver.

DD. The Receiver shall have complete access to and administrative control of
all computer systems, information, equipment and/or records of the Respondent and its
affiliates at all times including but not limited to Respondent’s computer records. Each

affiliate shall be given reasonable access to such records and systems for the purpose of
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carrying out its business operations. Any affiliate or person, disclosed or undisclosed,
having custody or control of any data processing system, information, equipment and/or
records including hardware, operating systems, security systems, all types of data storage
systems, master tapes and any other electronic data relating to Respondent shall
immediately transfer custody and control of such systems and records to the Receiver.

EE.  Any person, firm, corporation or other entity having notice of the Qrder
that fails to abide by its terms shall be directed to appear before this Court to show good
cause, if any they may have, as to why they shall not be held in contempt of Court for
violation of the provisions of this Order.

11.  Except as noted in the following paragraph, pursuant to the provisions of
631.252, Florida Statutes, all policies of insurance or similar contracts of coverage that

have not expired are canceled effective 11:59:59 PM on ,

2010. Policies or contracts of coverage with normal expiration dates prior to the dates
otherwise applicable under this paragraph, or which are terminated by insureds or
lawfully canceled by the Receiver or insurer before such date, shall stand canceled as of
the earlier date.

12.  All subsidiaries, affiliates, parent corporations, ultimate parent
corporations, and any other business entity affiliated with Magnolia Insurance Company
having any interest in the building located at 2601 Bayshore Drive, Suite 1215, Coconut
Grove, FI 33126 or any other suite, or any other facility in which Magnolia Insurance
Company may operate, including but not limited to 911 East Park Avenue, Tallahassee,
Florida, shall make available, at that location and at no charge to the Receiver or to

Magnolia Insurance Company, office space, and related facilities (telephone service,
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copiers, computer equipment and software, office supplies, parking, etc.) to the extent
deemed necessary by the Receiver in its sole discretion.

13. All subsidiaries, affiliates, parent corporations, ultimate parent
corporations, and any other business entity affiliated with Magnolia Insurance Company
having any interest in the computer equipment and software currently used by or for
Magnolia Insurance Company shall make such computer equipment and software
available to the Receiver at no charge to the Receiver or Magnolia Insurance Company to

the extent deemed necessary by the Receiver in its sole discretion.

CONTINUATION OF INVESTIGATION

14.  The Receiver shall be authorized to conduct an investigation as authorized
by Section 631.391, Florida Statutes, of Respondent and its affiliates, as defined above, to
uncover and make fully available to the Court the true state of Respondent’s financial
affairs. In furtherance of this investigation, Respondent and its affiliates shall be required
to make all books, documents, accounts, records, and affairs, which either belong to or
pertain to Respondent, available for full, free and unhindered inspection and examination
by the Receiver during normal business hours (9:00 a.m. to 5:00 p.m.) Monday through
Friday, from the date of the Order. Respondent and the above specified entities shall be
required to cooperate with the Receiver to the fullest extent required by Section 631.391,
Florida Statutes. Such cooperation shall include, but not be limited to, the taking of oral
testimony under oath of Respondent’s officers, directors, managers, trustees, agents,
adjusters, employees, or independent contractors of Respondent, its affiliates and any
other person who possesses any executive authority over, or who exercises any control

over, any segment of the affairs of Respondent in both their official, representative and
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individual capacities and the production of all documents that are calculated to disclose
the true state of Respondent’s affairs.

15. Any officer, director, manager, trustee, administrator, attorney, agent,
accountant, actuary, broker, employee, adjuster, independent contractor, or affiliate of
Respondent and any other person who possesses or possessed any executive authority
over, or who exercises or exercised any control over, any segment of the affairs of
Respondent or its affiliates shall be required to fully cooperate with the Receiver as
required by Section 631.391, Florida Statutes, and as set out in the preceding paragraph.
Upon receipt of a certified copy of the Order, any bank or financial institution shall be
required to immediately disclose to the Receiver the existence of any accounts of
Respondent and any funds contained therein and any and all documents in its possession

relating to Respondent for the Receiver’s inspection and copying.

NOTICE OF AUTOMATIC STAY

16.  Notice is hereby given that, pursuant to Section 631.041(1), Florida Statutes,
the filing of the Department's initial petition herein operates as an automatic stay applicable
to all persons and entities, other than the Receiver, which shall be permanent and survive the
entry of this order, and which prohibits:

A. The commencement or continuation of judicial, administrative or
other action or proceeding against the insurer or against its assets or any part
thereof;

B. The enforcement of judgment against the insurer or an affiliate,
provided that such affiliate i1s owned by or constitutes an asset of Respondent,

obtained either before or after the commencement of the delinquency proceeding;

14



C. Any act to obtain possession of property of the insurer;

D. Any act to create, perfect or enforce a lien against property of the
insurer, except a secured claim as defined in Section 631.011(21), Florida
Statutes;

E. Any action to collect, assess or recover a claim against the insurer,
except claims as provided for under Chapter 631;

F. The set-off or offset of any debt owing to the insurer except offsets
as provided in Section 631.281, Florida Statutes.

17.  All Sheriffs and all law enforcement officials of the state shall cooperate
with and assist the Receiver in the implementation of this Order.

18.  This Court retains jurisdiction of this cause for the purpose of granting
such other and further relief as from time to time shall be deemed appropriate.

19.  The Respondent is ordered into liquidation, effective this date.

DONE and ORDERED in Chambers at the Leon County Courthouse in

Tallahassee, Leon County, Florida this __ day of , 2010.

CIRCUIT COURT JUDGE

COPIES FURNISHED TO:

William Spillias, Chief Attorney

Florida Department of Financial Services
Division of Rehabilitation and Liquidation
P.O.Box 110

Tallahassee, Florida 32302
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