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

 
State of Florida, ex rel.,  
the Department of Financial Services  
of the State of Florida, 
 
Relator 
        CASE NO.: 
vs 
 
Florida Specialty Insurance Company 
 
 Respondent 
________________________________/ 
 

PETITION FOR CONSENT ORDER APPOINTING THE FLORIDA DEPARTMENT 
OF FINANCIAL SERVICES AS RECEIVER OF FLORIDA SPECIALTY INSURANCE 

COMPANY FOR PURPOSES OF LIQUIDATION, INJUNCTION, AND NOTICE OF 
AUTOMATIC STAY 

 
The Florida Department of Financial Services, Division of Rehabilitation and Liquidation 

(“Department”), hereby petitions this Court pursuant to sections 631.031, 631.051, and 631.061, 

Florida Statutes (2019), for the entry of a Consent Order Appointing the Department as Receiver 

of Florida Specialty Insurance Company (“Respondent” or “Company”) for purposes of 

liquidation, injunction, and notice of automatic stay. In support of its petition, the Department 

states: 

1. Section 631.021, 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. 

2. This Court has jurisdiction over these proceedings pursuant to section 631.021(1), 

Florida Statutes, and this Court can exercise jurisdiction over any person required to cooperate 

with the Department and the Office of Insurance Regulation (“OIR”) pursuant to section 
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631.391, Florida Statutes, and over all persons made subject to this Court’s jurisdiction by other 

provisions of law as provided in section 631.025, Florida Statutes.  

3. Venue is proper in the Circuit Court of Leon County pursuant to section 

631.021(2), Florida Statutes. Pursuant to section 631.021(1) Florida Statutes, this Court has 

jurisdiction over the receivership and is authorized to enter all necessary or proper orders to carry 

out the purpose of the Florida Insurers Rehabilitation and Liquidation Act, sections 631.001 et 

seq., Florida Statutes. 

4. Upon a determination by OIR that one or more grounds exist to initiate a 

delinquency proceeding against an insurer, and upon OIR’s determination that a delinquency 

proceeding should be initiated, OIR is required to refer the insurer to the Department for the 

initiation of such delinquency proceeding. 631.031(1), Fla. Stat. 

5. By letter dated September 27, 2019, pursuant to section 631.031(1), Florida 

Statutes, David Altmaier, Commissioner of OIR, advised Florida’s Chief Financial Officer, 

Jimmy Patronis, that grounds exist for the initiation of liquidation proceedings against 

Respondent. A copy of the letter is attached hereto and incorporated herein as Department 

Exhibit 1. 

6. Section 631.031(2), Florida Statutes, empowers the Department to petition this 

Court for an order directing it to liquidate a domestic insurer, and section 631.061, Florida 

Statutes, provides that the Department may apply for such order if the insurer is or is about to 

become insolvent or upon the existence of any of the grounds specified in section 631.051, 

Florida Statutes. Based on the documentation received from OIR, including an affidavit from 

Virginia A. Christy, the Director of Property and Casualty Financial Oversight, the Department 

has determined that Respondent is insolvent and there exist additional grounds as specified in 
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section 631.051, Florida Statutes, that warrant the liquidation of Respondent. A copy of the 

Affidavit of Virginia A. Christy is attached hereto and incorporated herein as Department Exhibit 

2. 

7. Respondent was licensed by OIR on October 10, 1997, as a state of Florida 

domestic property and casualty insurer authorized to write mobile home physical damage, 

homeowner’s multi-peril, fire, other liability, allied lines, mobile home multi-peril, and inland 

marine lines of business, pursuant to Part III of Chapter 624, Florida Statutes. Respondent’s 

principal place of business is located at: 1 South School Ave, Suite 900, Sarasota, Florida 34237.  

8. Respondent is impaired and insolvent within the meaning of section 631.011(14), 

Florida Statutes. Sections 631.051(1) and 631.061(1), Florida Statutes, authorize the initiation of 

delinquency proceedings against an insurer if the insurer is insolvent. The basis for the 

determination of impairment/insolvency is summarized as follows: 

a. On March 20, 2019, Respondent and OIR executed Consent Order 242640-19-

CO, placing Respondent into Administrative Supervision.  A copy of the March 

20, 2019 Consent Order is attached as Department Exhibit 3.  

b. On July 18, 2019, Respondent and OIR executed Consent Order 242640-19-CO 

which extended the time frame of the Administrative Supervision. A copy of the 

July 18, 2019 Consent Order is attached hereto as Department Exhibit 4. 

c. On August 15, 2019, OIR received Respondent’s June 30, 2019, second quarter 

financial statement (“financial statement”). A true and correct copy of the 

financial statement is attached as Department Exhibit 5. 

d. Respondent is required by law to maintain a minimum surplus of $10 million. Fla. 

Stat . 624.408(1)(g). 



Page 4 of 9 
 

e. Respondent reported in its financial statement a surplus of $10,034,909.00. (See 

line 37, page Q03 of Exhibit III, Department Exhibit 5 and Department Exhibit 2, 

affidavit of Virginia Christy). 

f. Respondent improperly reported a deferred tax asset in the amount of 

$1,470,000.00 in its surplus (See line 18.2, page Q02, Exhibit III of Department 

Exhibit 5, financial statement) in violation of Statement of Statutory Accounting 

Procedures [SAPP] No. 101 because at the same time the financial statement 

included a “going concern” opinion about the company’s continued viability (see 

Note 1D, page Q06, Exhibit III, of Department Exhibit 5) and the financial 

statement reflected that no positive realized income through 2019.  Respondent 

basically reported that there is doubt that it would have future taxable income on 

which it could off-set a future income tax liability.  

g. Therefore, Respondent’s surplus must be reduced by the amount of the tax 

deferred asset to $8,564,909.00, an amount below the $10 million minimum 

required by law.  (See Department Exhibit 2, Affidavit of Virginia Christy). 

h. Respondent also reported in its financial statement as part of its surplus an amount 

recoverable from National Union Fire Insurance Company of Pittsburgh, PA 

(“Lexington/AIG Group”) of $8,543,816.00. (see line 16.1, Q02, Exhibit III, of 

Department Exhibit 5 financial statement). 

i. Lexington/AIG Group advised OIR on September 4, 2019, that it disputed this 

reinsurance recovery and alleged Respondent had been fully paid.  Since this 

reinsurance recovery has been disputed, OIR considers it a non-admitted asset, 

and Respondent’s surplus must be further reduced by that amount, thus leaving it 
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with a surplus of only $21,093.00, significantly below the required, statutory $10 

million minimum. (See Department Exhibit 2, Affidavit of Virginia Christy).  

j. Additionally, on August 12, 2019, Respondent requested approval to amend its 

MGA Waiver of Commission agreement to allow Florida Specialty Managing 

General Agency, LLC [“MGA”], the company’s MGA, to waive and 

subsequently return $1.5 million in fees already paid to the MGA by Respondent.  

k. Without the return of the MGA commission, Respondent’s surplus was impaired 

by that additional $1.5 million, and as of June 30, 2019, had a negative surplus of 

$1,478,907.00, and is now insolvent as defined by Fla. Stat. 631.011(13) and (14). 

(See Department Exhibit 2, Affidavit of Virginia Christy). 

l. In sum, the total reductions to Respondent’s assets outlined above resulted in net 

assets of only $44,018.860.00. With recorded liabilities of $45,386, 031.00 (see 

line 28, page Q03, Exhibit III, Department Exhibit 5) in its financial statement, 

Respondent is insolvent because “all of its assets if …immediately available, 

would not be sufficient to discharge all of its liabilities.” Fla. Stat. 631.011(14). 

(See Department Exhibit 2, Affidavit of Virginia Christy). 

9. Section 631.051(8), Florida Statutes, authorizes the initiation of delinquency 

proceedings against an insurer if the insurer has willfully violated its charter or certificate of 

incorporation or any law of this state. Respondent has willfully violated its charter/certificate of 

authority to transact insurance business in this state, and the laws of this state by the following 

actions: 

a. Respondent agreed in the Supervision Consent Orders to obtain prior 

written approval from OIR before conducting any activities listed in Fla. Stat. 
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624.83, including the termination, surrender, forfeiture, conversion or lapse of any 

insurance policy, certificate of insurance, or contract of insurance. (See 

Department Exhibits 3 and 4, Supervision Orders) 

b. Respondent, through an affiliate, entered into an agreement on April 9, 

2019, to non-renew a portion of its HO3 portfolio without prior approval of OIR 

and in violation of the Supervision Consent Orders. (See Department Exhibit 6, 

Renewal Rights Agreement between People’s Trust Insurance Company and 

Florida Specialty Managing General Agency LLC).  

c. Further, Respondent filed a financial statement signed by only one 

executive officer in violation of Fla. Stat. 624.424(1)(a) which requires at least 

two executive officers to sign an insurer’s financial statement. (See Department 

Exhibit 7, executed first page of Respondent’s financial statement and 

Department Exhibit 2, Affidavit of Virginia Christy).  

d. Respondent, through its officers and director, moreover, continued to 

accept and renew policies of insurance after August 12, 2019 when they knew, or 

should have known that Respondent was impaired or insolvent in violation of Fla. 

Stat. 626.9541(1)(W)1. (See Department Exhibit 2, Affidavit of Virginia 

Christie). 

10. Sections 631.051(3) and 631.061, Florida Statutes permits the initiation of 

delinquency proceedings if a domestic insurer is found by OIR “to be in such condition or is 

using … such methods or practices in the conduct of its business,…to render its further 

transaction of insurance presently or prospectively hazardous to its policyholders, creditors, 

stockholders, or the public”. Fla. Stat. 631.051(3).  
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11. As outlined above in paragraph 8 (a) through (l), Respondent is insolvent and in 

an unsound financial condition. While permitting Respondent to continue to transact insurance 

business in the state of Florida would be hazardous to its policyholders, creditors, stockholders, 

and the public on those bases alone, allowing Respondent to continue to transact the business of 

insurance is also hazardous for the following additional reasons: 

a. Respondent’s policyholder surplus declined by $14,520,024.00 in one 

year, a 59.1% decrease.   (See Department Exhibit 8, excerpt from financial 

statement entitled “Five Year Historical Data” and Department Exhibit 2, 

Affidavit of Virginia Christy). 

b. Respondent also reported a pattern of adverse loss reserve development on 

its 2018 annual financial statement over the past two years indicating it has been 

consistently underestimating its actual losses and failing to establish adequate 

reserves for its losses.  (See Department Exhibits 2 and 8).  

c. Further, Respondent’s rating agency, DemoTech, on August 16, 2019, 

downgraded its Financial Stability Rating from “A” (Exceptional) to “M” 

(Moderate) because Respondent’s financial statement indicated substantial doubt 

of the Company’s ability to continue as a going concern in the state of Florida. 

(See Department Exhibit 2, Affidavit of Virginia Christy). 

d. On January 30, 2019, Respondent entered into a Reimbursement Contract 

with the State Board of Administration that is commonly known as the “FHCF 

Reimbursement Contract”.  (See Department Exhibit 9, FHCF Reimbursement 

Contract) Article X(2)(b) of this contract states that if the insurer is under 

administrative supervision, the full annual provisional reimbursement premium as 
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billed and any outstanding balances will be due and payable on August 1st of the 

contract year.  

e. Respondent did not have the cash on hand to pay the full premium amount 

on June 30, 2019 as required by the contract.  Instead, they paid a portion of the 

premium on July 29, 2019 in the amount of $3,589,704.00 leaving a balance due 

and payable by August 1st.  Respondent did not pay the balance due on August 1, 

2019. (See Department Exhibit 2, Affidavit of Virginia Christy). 

12. Section 631.051(11), Florida Statutes, authorizes the initiation of delinquency 

proceedings against an insurer if the insurer has consented through a majority of its directors, 

stockholders, members or subscribers to the entry of an order placing Respondent into 

receivership. On September 12, 2019, Respondent, through a Joint Resolution of its board of 

directors, consented to the appointment of the Department as Receiver of Respondent. A copy of 

the Consent to Order of Receivership signed by Respondent is attached hereto and incorporated 

herein as Department Exhibit 10, Consent of Board of Directors. 

13. Accordingly, the Department requests, pursuant to sections 631.031, 631.051 and 

631.061, Florida Statutes, the entry of a Consent Order Appointing the Department as Receiver 

of Respondent for purposes of liquidation, injunction, and notice of automatic stay to allow the 

Department the ability to marshal and liquidate Respondent’s assets in the best interest of 

Respondent’s policyholders, creditors, other claimants, and the public. 

WHEREFORE, the Florida Department of Financial Services respectfully requests that 

this Court enter a Consent Order appointing the Department of Financial Services as receiver of 

Florida Specialty Insurance Company for the purposes of liquidation, injunction, and notice of 

automatic stay as proposed in the Order attached as Department Exhibit 11. 
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RESPECTFULLY SUBMITTED this the 29 day of September, 2019. 

 
 
 

/s/ Miriam O. Victorian  
MIRIAM  O. VICTORIAN 
Chief Attorney 
Florida Bar No. 355471 
Miriam.Victorian@myfloridacfo.com 
Florida Department of Financial Services Division 
of Rehabilitation and Liquidation  
2020 Capital Circle S.E., Suite 310 
Tallahassee, Florida 32301 
Telephone: (850) 413-4408 

 
YAMILE BENITEZ-TORVISO 
Senior Attorney 
Florida Bar No. 0151726 
Yamile.Benitez-Torviso@myfloridacfo.com  
Florida Department of Financial Services 
Division of Rehabilitation and Liquidation 
8240 NW 52 Terr., Suite 102 
Doral, FL 33166 
Telephone: (786)336-1382 
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