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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 I11 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. OnJuly 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).
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Respondent reported in its financial statement a surplus of $10,034,909.00. (See
line 37, page Q03 of Exhibit 111, Department Exhibit 5 and Department Exhibit 2,
affidavit of Virginia Christy).

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 Il 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 I1I, 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.

. 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).
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/AlG Group”) of $8,543,816.00. (see line 16.1, Q02, Exhibit I11, of
Department Exhibit 5 financial statement).

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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9.

with a surplus of only $21,093.00, significantly below the required, statutory $10
million minimum. (See Department Exhibit 2, Affidavit of Virginia Christy).
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.

. 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).

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 111, 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).

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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10.

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).

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.  Asoutlined above in paragraph 8 (a) through (I), 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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FINANCIAL SERVICES
COMMISSION

RON DESANTIS
GOVERNOR

OFFICE OF INSURANCE REGULATION et o

ASHLEY MOODY
ATTORNEY GENERAL

DAVID ALTMAIER
COMMISSIONER NICOLE “NIKKI” FRIED
COMMISSIONER OF
AGRICULTURE

September 27, 2019

The Honorable Jimmy Patronis
The Chief Financial Officer
Department of Financial Services
The Capitol, PL-11

Tallahassee, FL 32399

HAND - DELIVERED AND
SENT VIA ELECTRONIC MAIL TO JIMMY .PATRONIS@MYFLORIDACFO.COM

Re: Florida Specialty Insurance Company
Dear Chief Financial Officer Patronis:

Please be advised that the Office of Insurance Regulation (hereinafter the “Office”) has
determined that one or more grounds exist for the initiation of delinquency proceedings, pursuant
to Chapter 631, Florida Statutes, against the above-referenced company. As such, | am advising
you of that determination and including herewith an affidavit which includes a consent to order
of receivership signed by the company so that delinquency proceedings can be initiated by the
Division of Rehabilitation and Liquidation.

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.

7

cc: Toma Wilkerson, Division Director of Rehabilitation and Liquidation
Department of Financial Services

Enclosures

DAVID ALTMAIER * COMMISSIONER
200 EAST GAINES STREET * TALLAHASSEE, FLORIDA 32399-0305* (850)413-5914 « FAX (850)488-3334
WEBSITE: WWW.FLOIR.COM * EMAIL: DAVID.ALTMAIER@FLOIR.COM

Affirmative Action / Equal Opportunity Employer
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AFFIDAVIT OF VIRGINIA A. CHRISTY

STATE OF FLORIDA

COUNTY OF [N eywoe

BEFORE ME, the undersigned authority, personally appeared Virginia A. Christy, who
after being duly sworn, deposes and says:

1. I, Virginia A. Christy, am over the age of eighteen (18), sui juris, and T am
competent to testify to and -have personal knowledge of the facts contained herein.

2 I have been employed by the Florida Office of Insurance Regulation (hereinafter
teferred to as “OFFICE”) since July 2012. From July 2012 to August 2014, I served as Assistant
General Counsel. From September 2014 to August 2017, I served as Chief Assistant General
Counsel for the OFFICE. In that position, I supervised the Legal Division’s Regulatory Section,
which provided legal representation to several business units in the OFFICE, including Property
& Casualty Finaneial Oversight.

3. Since September 2017, T have held the positien of Director of the Property &
Casualty Financial Oversight business unit. In this position, I supervise a team of over fifty
employees, including twenty persons specifically assigned to financial analysis of insurance
companies licensed to do busijness in Florida.

4, I have a Bachelor of Science degree in Business Administration with a major in
Accounting from Missouri Southern State College and a Juris Doctor from Florida Coastal School
of Law. I am a member of the Florida Bar.

5. Florida Specialty Insurance Company (hereinafter referred to as “FSIC™) holds a

license as a Florida domestic Property and Casualty insurer and is authorized to write in the lines

Page 1 of 11

Dcpa‘bmmt Pnibit L



of (010) Fire, (020) Allied Lines, (9040) Homeowners Multi-Peril, (090) Inland Marine, (170)
Other Liability, (540) Mobile Homer Multi-Peril, and (550) Mobile Home Physical Damage,
pursuant to Part IT1 of Chapter 624, Florida Statutes.

6. As a licensed insurer, FSIC is subject to the regulation of the OFFICE pursuant to
the Florida Insurance Code.

7. On March 20, 2019, FSIC and the OFFICE executed Consent Order 242640-19-CO
(“Supervision Consent Order”). Pursuant to the Supervision Consent Order, FSIC was placed in
Administrative Supervision for the purposes of protecting its assets and the interests of its insureds.
A true and correct copy of the Supervision Consent Order is attached hereto as Exhibit 1.

8. On July 18,2019, FSIC and the OFFICE executed Consent Order 244368-19-CO
(“Extension Consent Order), which extended the Administrative Supervision of FSIC through and
including November 15, 2019. The Extension Consent Order did not amend or supplement the
Supervision Consent Order in any other manner. A true and correct copy of the Extension Consent
Order is attached hereto as Exhibit 2.

9. The OFFICE has worked with FSIC during the period of Administrative
Supervision to review and evaluate -multiple proposals, acquisition offers, renewal rights
agreements, and other agreements that would facilitate a transfer of its policyholders to reliable
insurers. No proposal submitted has proved to be viable.

10. The OFFICE has now determined that grounds exist for the Department of
Financial Services (“DEPARTMENT®) to petition for an order, under Section 631.051 or 631.061,
Florida Statutes, directing the DEPARTMENT to initiate delinquency proccedings against FSIC.

The four bases for this determination are summarized as follows:
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BASIS ONE: FSIC IS IMPAIRED AND INSOLVENT
OR ABOUT TO BE INSOLVENT

Authority: §§ 631.051(1) & 631.061(1), Fla. Stat.

11.  On August 15, 2019, the OFFICE received FSIC’s June 30, 2019, second quarter
2019 financial statement (“Statement™). A true and correct copy of the Statement is attached hereto
as Exhibit 3.

12. In the Statement, FSIC reported surplus as regards policyholders totaling
$10,034,909 United States Dollars (“USD”) (see line37, page Q03, Exhibit 3).

13.  FSIC is required by the Florida Insurance Code to maintain at all times a minimum
surplus of $10,000,000 USD.

14.  FSIC included in its reported surplus a deferred tax asset in the amount of
$1,470,000 USD (see line 18.2, page Q02, Exhibit 3).

15.  Statement of Statutory Accounting Procedures (“SSAP”) No. 101 provides that a
reporting entity that projects a tax loss in the applicable realization period cannot admit a deferred
tax asset related to the loss, even if the loss could offset taxable income of other members in the
consolidated group and the reporting entity could expect to be paid for the tax benefit pursuant to
jts allocation agreement. Only adjusted gross deferred tax assets that are "more likely than not to
be realized" shall be considered admitted.

16.  The notes to the Statement include a “going concern” opinion stating that
“[hlistorical operating results indicate substantial doubt exists related to the [FSIC]’s ability to
continue as a going concern given the current market environment in the state of Florida.” (see
Note 1 D, page Q06, Exhibit 3).

17.  As reflected in the Statement, FSIC has not realized positive income through the
second quarter of Fiscal Year 2019.
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18.  Itis more likely than not that the FSIC will not have positive income during taxable
period 2019. Pursuant to SSAP No. 101, the $1,470,000 USD must be non-admitted.

19. Non-admitting the deferred tax asset reduces the surplus as policyholders to
$8,564,909 USD, at June 30, 2019.

20.  FSIC failed to maintain the minimum required surplus and is impaired at June 30,
2019.

21.  FSIC also reported in the Statement as part of its surplus amounts recoverable from
reinsurers in the amount of $34,143,004 USD (see line 16.1, pae Q02, Exhibit 3). Included with
this amount is a receivable of $8,543,816 USD.from National Union Fire Insurance Company of
Pittsburgh, PA, (“Lexington/AIG Group™).

22.  On September 4, 2019, Lexington/AIG Group represented in writing to the
OFFICE that

FSIC has been fully paid for the RI allowance on policies ceded to
AIG. AIG paid 23.45% against the UEP at inception and 23.45% of
written premium during the 12-month term, which would cover the
earned premium during the 6/1-6/1 period plus the earned premium
during the runoff period on the covered policies that ran off post
6/1/19.

23.  The $8,543,816 USD receivable is not available because it is disputed by, and not

likely recoverable from, Lexington/AIG, and must be non-admitted.

24.  Non-admitting this recoverable reduces surplus as to policyholders further from

$8,564,909 USD, as adjusted above, to $21,093 USD, at June 30, 2019.

25.  For this additional reason, FSIC is impaired at June 30, 2019.

26.  On August 13,2019, two days before the Statement was due to be submitted, FSIC

requested OFFICE approval to amend its “MGA Waiver of Commission Agreement.” This waiver

was to allow the Managing General Agency, Florida Specialty Managing General Agency, LLC
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(“MGA™), to waive_$1,500,000 USD in fees already paid to MGA by FSIC as of June 30, 2019,
which would result in the return of $1,500,000 USD to FSIC after June 30, 2019.

27.  The OFFICE approved this request on August 14, 2019, as a Type I subsequent
event in accordance with SSAP No. 9 and allowed the $1,500,000 USD to be recorded on the
Statement pursuant to SSAP No. 72.!

28.  For this additional reason, FSIC was impaired on June 30, 2019 by a negative
$1,478,907 USD ($21,093 USD, as adjusted above, - $1,500,000 USD = -1,478,907 USD).

29.  In the Statement, FSIC lists total assets of $55,532,676 USD.

30.  The adjustments noted above substantially reduce FSIC assets as set forth below:

Total Assets: $55,532,676 USD

Less: $1,470,000 USD (deferred tax asset)
$8,543,816 USD (non-admitted receivable)
$1,500,000 USD (MGA refund)

Net Assets:  $44,018,860 USD

31. In the Statement FSIC lists recorded liabilities of $45,386,031 USD (see line 28,
page QO03, Exhibit 3).

32.  An insurer is insolvent if all its assets, if made immediately available, would not
be sufficient to discharge all its liabilities. § 631.011(14), Fla. Stat.

33.  FSIC is insolvent at June 30, 2019,

1 Insurers are required to file financial statements prepared in accordance with the National Association of
Insurance Commissioners Accounting Practices and Procedures Manual (SSAP). SSAP No. 9 outlines
when certain events or transactions that occur subsequent to a filing period, but before the filing of a
financial statement, may be recognized and recorded on a financial statement for the prior filing period.
Subsequent events and transactions that may be recognized and recorded on a financial statement are called
“Type I” subsequent events. SSAP No. 72 outlines when a certain event will be considered a Type 1
subsequent event.
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BASIS TWO: FURTHER TRANSACTION OF INSURANCE IS HAZARDOUS
TO POLICYHOLDERS, CREDITORS, STOCKHOLDERS, OR THE PUBLIC

Authority: §631.051(3), Fla. Stat.

34.  As documented in the Statement, FSIC has experienced a sudden and significant
decrease in surplus and profitability. FSIC policyholder surplus declined by $14,520,024 USD
in one year. This is a 59.1% decrease as compared to second quarter 2018 financial results. A true
and correct copy of the 2018 financial results is attached hereto as Exhibit 4.

35. FSIC reported on its 2018 annual financial statement FIVE-YEAR HISTORICAL
DATA page, attached hereto as Exhibit 5, less reserve development for the past two (2) years as
follows:

One-Year Loss Reserve Development: 2017: $1,056,000 USD
2018: $4,451,000 USD (line 74, page 18, Exhibit 5).

Two-Year Loss Reserve Development: 2017: $462,000 USD
2018: $1,213,000 USD (line 76, page 18, Exhibit 5).

36. This adverse loss reserve development pattern reflects that FSIC has been
consistently underestimating its actual losses and failing to establish adequate reserves for those
losses.

37.  On August 16, 2019, Demotech, Inc., announced the downgrade of FSIC’s
Financial Stability Rating ® from an A designation, which is Exceptional, to an M designation,
which is Moderate.

38.  On or about January 30, 2019, FSIC entered into a Reimbursement Contract with

the State Board of Administration of the State of Florida (“SBA™). This contract is hereinafter

referred to as the “FHCF Reimbursement” and is attached hereto as Exhibit 6.
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39.  Article X (2)(b) of the FHCF Reimbursement (see page 11, Exhibit 6) states that if
FSIC is under administrative supervision, the full annual provisional reimbursement premium as
billed and any outstanding balances will be due and payable on August 1 of the contract year.

40.  FSIC reported in its Statement (see line 5, page Q02, Exhibit 3), cash in the amount
of $6,912,669 USD. FSIC’s initial estimated premjum was calculated and reported as payable for
the FHCF Reimbursement in the amount of $10,769,112 USD. FSIC did not have cash on hand
to pay the full premium amount on June 30, 2019:

41.  OnJuly 29, 2019, FSIC paid a first installment in the amount of $3,589,704 USD,
leaving a balance of $7,179,408 USD due on August 1, 2019, as required by -the FHCF
Reimbursement. FSIC did not pay the remaining balance on August-1, 2019.

42.  Pursuant to the FHCF Reimbursement (see Article X (2)(b), page 11, Exhibit 6),
failure by FSIC to pay the full annual provisional reimbursement premium as specified in the
agreement could result in FSIC’s coverage level election for the contract year to be reduce.d from
90% coverage to 45% coverage, which will further strain FSIC’s resources if a catastrophic event
Qoccurs.

43.  On September 3, 2019, FSIC received notice from the SBA that “[bJased on the
Data Call file submitted by the company last week, the preliminary premium calenlation for
Contract Year 2019 is $12,904,890.16, less the first installment of $3,589,704 paid on July 29,
2019, which leaves a balance due on the full premium of $9,315,186.16.” After discussions with
FSIC and FSIC’s reinsurance broker, Guy Carpenter, the SBA has agreed that the correct cost for
the full Contract Year 2019 is $11,692,724 USD. This amount, less the $3,589,704 USD already

paid, is $923,612 USD more than the $7,179,408 USD that was reported as payable by FSIC. The
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SBA has issued an invoice for the full remaining premium due-($8,103,020 USD) payable “in 15
days,” which would be on or about September 27, 2019,

44. Based on the above, the OFFICE has determined that FSIC is operating in an
unsound condition that is hazardous to policyholders, creditors, stockholders, and the public.

BASIS THREE: FSIC HAS WILLFULLY VIOLATED FLORIDA LAW

Authority: § 631.051(8). Fla. Stat.

45.  FSIC agreed in the Supervision Consent Order to obtain prior written consent from
the OFFICE before conducting any of the activities enumerated in Section 624.83, Florida Statutes
(see paragraph 5, page 2, Exhibit 1). Section 624.83(9), Florida Statutes, prohibits the-termination,
surrender, forfeiture, conversion or lapse of any insurance policy, certificate, or contract of
insurance while under administrative supervision without the prior written approval of the
GFFICE.

46.  On April 9, 2019, FSIC, through an affiliate, entered into an agreement that would
non-renew a portion of the Company’s HO3 portfolio without the prior approval of the OFFICE.
A true and correct copy of this agreement is attached hereto as Exhibit 7.

47.  Section 624.424(1)(a), Flerida Statutes, requires financial statements filed with the
OFFICE to be sworn to by at least two executive officers of the insurer. Because the financial
statement is provided through the National Association of Insurance Commissioners and uploaded
into the OFFICE’s filing system using electronic signatures, a separate jurat page is required to be
uploaded into the OFFICE’s filing system that reflects the “sworn to” requirement.

48.  The jurat page FSIC filed with the Statement is signed by only one executive

officer. A true and correct copy of this jurat page is attached hereto as Exhibit 8.
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49.  Section 626.9541(1)(w)1., Florida Statutes, provides that no director or officer of
an insurer who knows or reasonably should know that the insurer is insolvent or impaired shall
authorize or permit the insurer to solicit or accept new or renewal insurance risks in this state.
“Impaired” for purposes of this provision includes impairment of capital or surplus, as defined in
Section 631.011(12) and (13), Florida Statutes.

. 50. On or about August 12, 2019, when FSIC requested the SSAP 72 accounting
treatment of the $1,500,000 USD funds from its MGA, FSIC knew or reasonably should have
known that it was impaired and contimued to accept and renew insurance risk in this state, in
violation of Section 626.9541(1)(w)1., Florida Statutes.

BASIS FOUR: CONSENT TO REHABILITATION OR LIQUIDATION

Authority: §631.051(11). Fla. Stat.

51. On September 12, 2019, FSIC, through a majority of its directors, executed a Consent
to Order of Receivership for the appointment of the Department of Financial Services, bivision of
Rehabilitation and Liquidation as Receiver. A true and correct copy of-the Consent is attached
hereto as Exhibit 9.

52. The consent states: “Pursuant to Sections 631.051(11) and 631.061 (on grounds of
consent), Florida Statutes, Respondent conserts, through a majority of its directors by written
consent below, to the entry of an Order of Rehabilitation or Liquidation, appointing the
Department of Financial Services (herein, the “DFS”) as Receiver for the purposes of
Rehabilitation or Liquidation.” Further the consent states, “Respondent agrees not to contest the
initiation of delinquency proceedings by the DFS in the Circuit Court of the Second Judicial
Circuit, in and for Leon County, Florida. Respondent agrees further that no hearing need be held

on the DFS’ petition for an order appointing the DFS as Receiver.”
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CONCLUSION

Based on the above, FSIC is impaired and insolvent or about to become insolvent; is in
such condition or is using or has been subject to such methods or practices in the conduct of its
business, as to render its further transaction of insurance presently or prospectively hazardous to
its policyholders, creditors, stockholders, or the public; has willfully violated Florida law; and has
consented to rehabilitation or liquidation. Thus, grounds for issuing an Order for entry into
receivership exist under Sections 631.051(1), 631.051(3), 631.051(8), 631 .051(11), and

631.061(1), Florida Statutes.

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
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FURTHER AFFIANT SAYETH NOT.

e AN | { s L.._-I'u.. _«____ , a
Virginia A. Christy, Director
Property & Casualty Financial Oversight
Office of Insurance Regulation

STATE OF { ;(——__ o

COUNTY OF _ AoVt |y
.ﬁ’-

The foregoing affidavit was swom to and subscribed before me this _/ é day of /}5’52

2019,by \/i 1 g s rists

/

7« S 7l :1) e

(Signature-of the Notary) -

_‘/'4'{&'“’ L//'L_ };?51 W S L

(Print, Type or Stamp Commissioned Name of Notary)

Py, MICHELLE DUNSWORTH ;

“\  Notary Public - State of Florida
Commission ¥ GG 226250

COE My Comm, Expires Jun 7, 2022
" Bonded through National Notary Assn,

Personally Known OR Produced Identification X

Type of Identification Produced F L \) L—

My Commission Expires  (=— 2> =72_
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Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

FILED

‘ MAR 2 0.2019
OFFICE OF
Dockotdty, Lo <
OFFICE OF INSURANCE REGULATION e
DAVID ALTMAIER
COMMISSIONER
IN THE MATTER OF: CASE NO.: 242640-19-CO
FLORIDA SPECIALTY INSURANCE COMPANY CONFIDENTIAL
/ Pursuant to Section

624.82, Florida Statutes

CONSENT ORDER FOR ADMINISTRATIVE SUPERVISION

THIS CAUSE came on for consideration upon review by the FLORIDA OFFICE OF
INSURANCE REGULATION (“OFFICE") of the financial condition of FLORIDA SPECIALTY
INSURANCE COMPANY (*FLORIDA SPECIALTY™). After a complete review of the entire
record, and upon consideration thereof, and otherwise being fully advised in the premises, the
OFFICE hereby finds as follows:

1. The OFFICE has jurisdiction over the subject matter and of the parties herein.

2.  FLORIDA SPECIALTY is a domestic property and casualty insurer authorized to
do business in Florida and subject to regulation by the OFFICE, pursuant to the Florida Insurance
Code.

3. The OFFICE has determined, pursuant to Section 624.81, Florida Statutes, that
grounds exist for FLORIDA SPECIALTY to be placed in administrative supervision for the
purpose of protecting the assets of FLORIDA SPECIALTY and protecting the interests of its
insureds. FLORIDA SPECIALTY has been fully cooperative with the OFFICE and agrees to be
placed under administrative supervision for a period of 120 days from the date of execution of this

Consent Order. Such administrative supervision may be extended in increments of not more than
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120 days at the OFFICE’s sole discretion for as long s is necessary for the company to implement
and complete its appropriate corrective action plan (“Plan”).

4.  FLORIDA SPECIALTY shall file its Plan with the OFFICE by the close of business
March 31, 2019. The Plan must include, but is not limited to the following:

. & A definitive business solution for the ongoing operation of the company,
which may include a sale of the company, a merger, 8 change to its business plan, the nonrenewal
of blocks of policies, or other measures designed to address its hazardous financial condition;

. b Information regarding its proposed 2019 reinsurance program which
demonstrates it has or will have sufficient catastrophe reinsurance in place as of June 1 to provide
adequate reinsurance for the upeoming hurricane season;

c A demonstration of FLORIDA SPECIALTY’s ability to fund its operations
in amounts sufficient to pay all policyholder claims and provide for the payment of other lisbilities
as they become due;

d. A schedule of the distribution of rengwals by month, state, and policy type.
Additionally, for the state of Florida, 8 schedule of renewals by month, county and policy type;

e A schedule of all outstanding claims to include date of loss, initial reserve
amount, and current reserve amount as of Mareh 31, 2019; and

f. Such other information as the OFFICE may reasonably require.

5. FLORIDA SPECIALTY shall obtain prior written consent from the OFFICE before
conducting any of the activities enumerated in Section 624.83, Florida Statutes,

6. FLORIDA SPECIALTY shall not enter into any new, or amend any existing,
agreements with any affiliates, as defined in Section 631.011(1), Florida Statutes, without prior
writien consent of the OFFICE.
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7.  FLORIDA SPECIALTY shall not wastc assets or expend funds in excess of $10,000
U.S. Dollars (“USD™), other than in the ordinary course of business, without the pror written
consent of the OFFICE. If, after approval of a transaction over $10,000 USD has been granted by
the OFFICE, the OFFICE becomes aware of additional facts or circumstances that materially affect
such approval, the OFFICE reserves the right to require such corrective action as it may deem
necessary or advisable. Transactions in the ordinary course of business shall include, but not be
limited to, payment of claims. FLORIDA SPECIALTY need not obtain prior written approval for
payment of claims over the amount of $10,000 USD; however, the OFFICE may retrospectively
review such payments,

8.  Within 5 business days of execution of this Consent Order, FLORIDA SPECIALTY
shall provide a list of any known pending litigation in which FLORIDA SPECIALTY is named as
a party. FLORIDA SPECIALTY agrees to immediately notify the OFFICE of any litigation
initiated naming FLORIDA SPECIALTY as a party after exccution of this Consent Order.

9.  The OFFICE may appoint a Deputy Supervisor pursuant to Section 624.87, Florida
Statutes. Such Deputy Supervisor shall represent the OFFICE and shall be under the control of the
OFFICE.

10. FLORIDA SPECIALTY shall be responsible for administrative supervision expenses
pursuant to Section 624.87, Florida Statutes. FLORIDA SPECIALTY shall reimburse the OFFICE
| for any reasonable expenses of supervision and will pay directly all contractors, including any
Deputy Supervisor retained by the OFFICE, for assistance with the administrative supervision.
Such reimbursement shall be made biweekly or as otherwise directed by the OFFICE.

11.  FLORIDA SPECIALTY agrees that the OFFICE and the Department of Financial
Services (“Department™) may have examiners or other designees present at the offices of
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FLORIDA SPECIALTY to supervise activitics, obtain independent information, verify
transactions, verify the conditions and status of FLORIDA SPECIALTY and its progress in
developing and complying with its Plan, and perform any other duty as designated by the OFFICE.
FLORIDA SPECIALTY shall cooperate with and facilitate the presence and work of such
examiners or designees.

12. Administrative supervision is confidential as provided in Section 624,82, Florida
Statutes, unless otherwise specified within that Section. The OFFICE reserves the right to make
this Administrative Supervision, including this Consent Order, public pursuant to Section
624.82(4), Florida Statutes.

13. FLORIDA SPECIALTY agrees and affirms that all information, submissions,
explanations, representations, and documents provided to the OFFICE in connection with this
matter, including all attachments and supplements thereto, are true and correct and material to the
issuance of this Consent Order.

14, Should FLORIDA SPECIALTY fail to comply with any provision of this consent
order, FLORIDA SPECIALTY consents to the entry of an Order appointing the Department as
Receiver and acknowledges that the Department may apply to the Court for an Order of
Rehabilitation or Liquidation, at the sole discretion of the Department, on the basis that FLORIDA
SPECIALTY has consented to the entry of such an Order. FLORIDA SPECIALTY further agrees
that the Department shall bave the sole discretion to determine whether FLORIDA SPECIALTY
shall be placed into rehabilitation or liquidation. In the event that the Department initially obtains
an Order appointing it as Receiver of FLORIDA SPECIALTY for purposes of Rehabilitation,
FLORIDA SPECIALTY further consents to the Department obtaining a subsequent Order
appointing the Department as Receiver for the purposes of Liguidation, should the Department, at
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any time and in its sole discretion, determine that Rehabilitation of FLORIDA SPECIALTY is not
feasible.

15. FLORIDA SPECIALTY expressly waives its rights to a hearing in this matter, the
making of findings of fact and conclusions of law by the OFFICE, and all firther and other
proceedings herein to which it may be entitled by law or rules of the OFFICE. FLORIDA
SPECIALTY hereby knowingly and voluntarily waives all rights to challenge or contest this
Consent Order in any forum now or in the future available to it, including the rights to any
administrative proceeding, state or federal court action, or any appeal.

16. FLORIDA SPECIALTY acknowledges that the execution of this Consent Order
does not prohibit other administrative action upon the Certificate of Authority of FLORIDA
SPECIALTY deemed appropriate by the OFFICE in accordance the Florida Insurance Code or
with Sections 120.569(2)(n) and 120.60(6), Florida Statutes.

17. FLORIDA SPECIALTY agrees that if the OFFICE expends staff time or funds
because further proceedings are required to enforce the terms of this Consent Order, or if
administrative proceedings are initiated by FLORIDA SPECIALTY regarding this administrative
supervision and the OFFICE prevails in such proceedings, FLORIDA SPECIALTY shall
reimburse the OFFICE for reasoneble attorney fees and costs. Otherwise, each party to this
Consent Order shall bear its own costs and attomey fees.

18. Any prior orders, consent orders, or corrective action plans that FLORIDA
SPECIALTY has entered into with the OFFICE prior to the execution of this Consent Order shall
apply and remain in fuil force and effect for FLORIDA SPECIALTY, except where provisions of
such orders, consent orders, or corrective action plans have expired; have been superseded by
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subsequent orders, consent ordess, or corrective action plans; or are inconsistent with this Consent
Order,

19.  Any deadlines, reporting requirérnents, other provisions, or requirements set forth in
this Consent Order may be altered or terminated by written approval of the OFFICE. Such written
approval by the OFFICE is subject to statutory or edministrative regulation limitations.

20. FLORIDA SPECIALTY affirms that all requirements set forth herein are material

to the issuance of'this Consent Order.
21. FLORIDA SPECIALTY agrees that it has entered into this Consent Order

voluntarily, without coercion from the OFFICE, or any agent, employee, or designee of the
OFFICE, and that FLORIDA SPECIALTY has obtained legal counsel prior to entering into this

Consent Order.
22.  The parties agree that this Consent Order shall be deemed to be executed when the

OFFICE has signed and docketed a copy of this Consent Order bearing the signature of FLORIDA
SPECIALTY or its authorized representative, notwithstanding the fisct thet the copy may have
been transmitted to the OFFICE electronically. Further, FLORIDA SPECIALTY agrees that its
signature, as affixed to this Consent Order, shall be under the seal of a Notary Public.
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WHEREFORE, the agreement between FLORIDA SPECIALTY INSURANCE
COMPANY and the FLORIDA OFFICE OF INSURANCE REGULATION, the terms and
conditions of which are set forth above, is APPROVED. FURTHER, all terms and conditions
contained herein to place FLORIDA SPECIALTY INSURANCE COMPANY in administrative

supervision are hereby ORDERED.
DONE and ORDERED this (0 dayot /Metreh 2019,

id Altmaier, Commissioner
ce of Insurance Regulation
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‘By execution hereof, FLORIDA SPECIALTY INSURANCE COMPANY consents to
entry of this Consent Order, agrees without reservation to all of the sbove terms and conditions,
and shall be bound by all provisions herein, The undersigned represents thet he or she has the
authority to bind FLORIDA SPECIALTY INSURANCE COMPANY (o the terms and conditions
of this Consent Order. The undersigned also cartifies that he or she has provided the signature
below voluntarily and without coercion, based upon the assistance of legal connsel for FLORIDA
SPECIALTY INSURANCE COMPANY.,

FLORIDA SPECIALTY INSURANCE COMPANY

[Corporate Seal] Name: US4/ :l' spﬂ‘ﬁ‘cj AKX
(Plesss type o puit)
Title: CEO o —
Date: 3;//_2?;//?

STATEOF _Flogi DA
COUNTY oF Sh2ASoTA

9
The foregoing affidavit was sworn to and sibscribed before ms this/7 dey of Afseasd_ 2015,

Wiyﬁéﬂﬂ&!_“ OPFiLck -
perien) {Tope cfwaborky...o.p. officer; tna'syeoncy o fiaf)
for [Zonc0A S&WL‘M WML

.J_'_ ‘.I x’u@l
| “"‘5%.:
Barl L Hchmey

NimeofNotery)

Pessonally Known_V”_ OR Prodused Mensification
Type of identificationproduged
My CommissionBxgies  FEbIrU- o 2N
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COPIES FURNISHED TO:

WILLIAM LODEN, PRESIDENT
Florida Specialty Insurance Company
18 School Avenue, Suite 900
Sarasota, Florida 34237-6014

Email: rloden@floridaspecialty.com

WES STRICKLAND, ESQUIRE
Colodny Fass, P.A.

119 East Park Avenue

Tallahassee, Florida 33301

Email: wstrickland@colodnyfass.com

VIRGINIA CHRISTY, DIRECTOR
Property & Casualty Financial Oversight
200 East Gaines Street

Tallshassee, Florida 32399 .

Email: virginia.christy@floir.com

MATTHEW A. SIRMANS, ASSISTANT GENERAL COUNSEL
Florida Office of Insurance Regulation

200 East Gaines Street

Tallahassee, Florida 32399

Telephone: (850) 413-4292

Email: matt sirmans@floir.com
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Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

FILED

JUL1g 2019
Ny OFFICE OF
Dochaty by
OFFICE OF INSURANCE REGULATION

DAVID AUTMAIER
COMMISSIONER
IN THE MATTER OF: CASENO.: 244368-19-CO
FLORIDA SPECIALTY INSURANCE COMPANY CONFIDENTIAL

/ Pursuant to Section

624.82, Florida Statites

CONSENT ORDER EXTENDING PERIOD OF ADMINISTRATIVE SUPERVISION

THIS CAUSE came on for consideration upon review by the FLORIDA OFFICE OF
INSURANCE REGULATION (“OFFICE”) of the financial condition of FLORIDA SPECIALTY
INSURANCE COMPANY (“FLORIDA SPECIALTY™). After a complete review of the entire
record and upon consideration thereof, and otherwise being fully advised in the premises, the
OFFICE hereby finds as follows:

1. The OFFICE has jurisdiction over the parties and subject matter of this action.

2. The OFFICE and FLORIDA SPECIALTY entered into Consent Order 242640-19-
CO (“Supervision Order™) on March 20, 2019 (attached as Exhibit “1” and hereby incorporated
by reference). Under the terms of that Supervision Order, FLORIDA SPECIALTY was placed in
administrative supervision for a period of 120 days from the date of execution of the Supervision
Order.

3. Administrative supervision of FLORIDA SPECIALTY is currently set to expire on
July 18, 2019.

4. Paragraph 3 of the Supervision Order states as follows:

FLORIDA SPECIALTY has been fully cooperative with the OFFICE and agrees
to be placed under administrative supervision for a period of 120 days from the date
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of execution of this Consent Order. Such administrative supervision may be
extended in 120 day increments at the OFFICE’s sole discretion for as long as is
necessary for the company to implement and complete its wind-down plan (“Plan™).

5. As of the date of this Consent Order, conditions justifying administrative
supervision exist that necessitate an extension of the period of administrative supervision for 120
days from the date of this Consent Order.

6. The OFFICE and FLORIDA SPECIALTY agree that the only modifications to the
Supervision Order in this Consent Order are set forth in paragraphs 4-5 immediately above. All
other terms and conditions of the Supervision Order remain unchanged and in full force and effect.

‘WHEREFORE, because the OFFICE has determined that conditions justifying continued
administrative supervision exist, the administrative supervision of FLORIDA SPECIALTY is
hereby extended for an additional 120 days from the date of execution of this Consent Order. All
terms and conditions contained herein are hereby ORDERED, and all other provisions-of Consent
Order 242640-19-CO remain unchanged by this Consent Order.

FURTHER, all terms and conditions contained herein are hereby ORDERED.

DONE and ORDERED this 1 i‘ iid:a.y of July, 2019,

I’f’?(r* r»/ /%m//l

David Altmaier, Commissioner
Office of Insurance Regulation
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By execution hereof, FLORIDA SPECIALTY INSURANCE COMPANY consents to
eniry of this Consent Oider, agrees without reservation to all of the above terms and conditions.
and shall be hound by all provisions herein. The undersigned represents that he or she has the
autherity to bind FLORIDA SPECIALTY INSURANCE COMPANY to the terms and conditions
ol this Consent Order. The undersigned also certifies that he ar she has provided the signature
below voluntarily and without eeercion, based upon the assistanice of legal counsel for FLORIDA
SPECIALTY INSURANCE COMPANY.

FLORIDA SPECIALTY INSURANCE COMPANY

7@@1&7)_{; a

[Corporate Scal} Neme: \I v5.4 j 4—ch HA ¥
{Blease typs or pnm)
Title: (LFEQ

Date: _7'2-'&['[ f___

STATE OF _Flog 04
COUNTY OF SAZASOTH

The toregoing affidavit was sworn to-and subscribed before me this ﬁday of July, 2019,
by Sust) TAATSEHAI. a5 O EL.

(Name of person) {Type of authiority. .. 2.2, officer. wrustes allomey in Jacl)

for _Froe04 SPesisury :Z?\/J’Mcrg_gp{/my

{Company nume)

Ll W L—" ~
BARBARA RICHMOND -’Z“}\ —Jx s A
Ts2 My COMMISSION 8 BGA74459 (Signature {1 botar)
EXPIRES Febrary 20, 2021 ?
&fbd.rf 1 ,é:]mOF]/l -

{Peint, T ¥pe, or Stanp Commissioned N ul‘l\oun )

Personally Known OR Produced Identification

’
Type of identification produced A/ 4

My Commission Expires_ _EQQM 2—0 ] 202.1
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COPIES FURNISHED TO:

SUSAN PATSCHAK, CHIEF EXECUTIVE OFFICER
Florida Specialty Insurance Company

18 School Avenue, Suite 900

Sarasota, Florida 34237-6014

Email: spatschak@floridaspecialty.com

VIRGINIA CHRISTY, DIRECTOR
Property & Casualty Financial Oversight
200 East Gaines Street

Tallahassee, Florida 32399

Email: virginia.christy@floir.com

MATTHEW A. SIRMANS, ASSISTANT GENERAL COUNSEL

Florida Office of Insurance Regulation
200 East Gaines Street

Tallahassee, Florida 32399

Telephone: (850) 413-4292

Email: matt.sirmans@floir.com
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Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

PROP TY COMP, - ASSOCIAT]
L T
QUARTERLY STATEMENT
As of June 30, 2018
of the Condition and Affairs of the
FLORIDA SPECIALTY INSURANCE COMPANY
NAIC Group Code..... 0, 0 NAIC Company Code..... 17248 Employer's ID Number..... 47-0706955
{Current Periad) (Prior Pariod)

Organized under the Laws of FL State of Domicile or Port of Entry FL Country of Domicile  US
Incorporated/Organized..... June 10, 1987 Commenced Business..... July 17, 1987
Statutory Home Qffice 1 8 School Ave, Suite 900 .. Sarasota .. FL .. US .. 342376014

(Street and Number) {City or Town, Stafe, Country end Zip Code}
Main Administrative Office 1§ Schaool Ave, Suite 900 ., Sarasota .. FL .. US .. 342376014 941-210-5670

{Stroef and Number)  (City or Town, Stats, Country and Zip Code) {Area Coda) (Telaphone Number)
Mail Address 1 S Schoal Ave, Suite 900 .. Sarasota .. FL .. US .. 342376014

Primary Location of Books and Records

{Strest ant/ Number or P. O. Box) {City or Town, State, Country and Zip Code)

1§ Schaol Ave, Suite 900 .. Sarasota ., FL .. US .. 342376014 941-210-5674

{Street and Number) (Cily or Town, State, Country end Zip Cods) {Area Cods} {Telephone Number)
Intemet Web Site Address WWW.FLORIDASPECIALTY.COM
Statutory Statement Contact CRAIG MICHAEL THOMAS 941-210-5674
{Name} {Area Code} (Telephons Number) (Extension)
CTHOMAS@FLORIDASPECIALTY.COM 941-330-8761
{E-Mail Address) (Fax Number)
OFFICERS
Name Title ame Title
1. SUSAN JEAN PATSCHAK CEO AND SECRETARY 2. WILLIAM BRODERICK LODEN PRESIDENT AND COO
3. CRAIG MICHAEL THOMAS CHIEF FINANCIAL OFFICER 4.
DIRECTORS OR TRUSTEES
SUSAN JEAN PATSCHAK WILLIAM BRODERICK LODEN DAVID ROBERT TEILER VINCENT THOMAS ROWLAND, JR
YAAKOV BEYMAN
State of.u. Florida
County of..... Sarasola

The officers of this reporting entity being duly swom, each depose and say that they are the described officers of said reporting entity, and that on the reporting period
stated above, all of the herein described assets were the absolute property of the said reporting entity, free and clear from any liens or claims thereon, except as
hereln stated, and that this stalement, togsther with related exhibits, schedules and exptanations therein contained, annexed or referred to, is a full and tne statement
of all the assets and fiabilities and of the condition and affairs of the said reporting entity as of the reporting period stated above, and of its income and deductions
therefrom for the period ended, and have been completed in accardance with the NAIC Annual Statement Instructions and Accounting Practices and Proceduras
manual except to the extent that: (1) state law may differ; or, (2) that state niles or regulations require differences in reporting not related fo accounting practices and
procedures, according fo the best of thalr information, knowledge and befief, respectively. Furthermore, tha scope of this attestation by the described officers also
includes the related corresponding electronic filing with the NAIC, when required, thet s an exact copy (except for formatting differences due fo electronic filing) of the
enciosed statement. The electronic fling may be requested by various regulators in lieu of or in addition to the enclosed statement.

(Signature) (Signatura) (Signature)
-SUSAN JEAN PATSCHAK . WILLIAM BRODERICK LODEN CRAIG MICHAEL THOMAS
1. (Printed Name) 2. (Printed Name) 3. (Printed Name)
CEQ AND SECRETARY PRESIDENT AND COO CHIEF FINANCIAL OFFICER
(Titie) (Titls} {Titie)
Subscribed and swom to befare me a. Is this an original filing? Yes [X] No| ]
This N day of b. Hno: 1. State the amendment number o

2. Date filed
3. Number of pages attached
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Staomentlorima 20, 218t FLORIDA SPECIALTY INSURANCE COMPANY

184
182
19.
20,
21,
22,
23.
24,
25.
26.

27,
28,

1101,

1102.

1103.

2501,
2502,
2503.

ASS|ETS “Current Statament Date 4
| 1 i Net Adritad December3t |
| Nonadmitted Assels . Prior Year Nel
__ | Assets | Assets (Cols.1-2) | Admited Assets |
Bonds ] 15,886,011 15,886,011 21,314,544
Stocks:
2.1 Preferred stocks. o
22  Cemmon slocks [}
Morigage loans on real estate:
3.1 Firstligns. 0
3.2 Cther than first liens. ‘ 0
Real extate:
4.1 Properties occupied by the company (less §......... 0
) 0
4.2 Properbies held for the production of income fess §..........
) 0
4.3 Properties held for sale (less $ Oer I 0
Cash ($.....7,885,286), cash equivalents ($.....5,852,356)
and short-term investments ($.......... . 13,747,642 13,747,642 10,191,065
Contract loans (including $.........0 premium notes). (]
Derivatives ]
Other invested assals. 0
Receivables for sscurities. 0
Securities lending rel d collateral assets. | 0
. Aggregate wiite-ins for invested assets. 0| — 0 0!
. Subtctals, cash and invested asssts {Lines t to 11), 29,633,653 0 29,633,653 . 31,505,608
. Title plants less §.........J 0 charged off (for Title insurers only) 0
. Investment income due and accrued 97,394 97,384 135,605
. Premiums and considerations: |
16.1 Uncallacted premiums and agents' balances in the course of 1,953,057 | 50,387 ‘ 1,802,670 1,830,815
16.2 Deferrad pramiums, agents' batances and instalimenis booked but deferred |
and not yet due (including $.........0 eamed but unbilied p 4,166,567 4,166,567 | 3,244,885
15.3 Accrued retrospective premiums (3..........0) and contracts subject to
redetermination (§.......... 0} 0
. Reinswrance:
16.1 Amounis ble from rei 23,613,058 I 23,813,058 6,130,125
16.2 Funds held by or depasited with reinsured comp 0
16.3 Other amaunts receivable under ract: 1,604,843 1,504,843 10,001
. Amounls relating bo uni d plans, 0
Current federal and foreign income fax ble and intarest thereon 0
Net daferned tax asset 1,201,851 1,201,851 1,201,851
Guaranty funds or on deposit 0
Electronic data processing equipment and software. | 0 |
Fumiture and equipment, including health care delivery assets ($.......... 0) 58,693 58,693 0
Net adjustment in assets and flablRties due to foreign exchange rates 0
Receivables from parent, subsidiaries and affiliates 14,228 014,228 1,463,861
Health care (§.......... 0) and other amounts recelvable o
Aggregate write-ns for othar than invested ssssts 8,100 | 8,003 | o7 | ]
Total essels excluding Separate Accounts, Segregated Accounts and Protected
Gelt Accounts {Lines 12 through 25) 63,351,444 117,083 63,234,361 45 523,653
From Separete Accounts, Segregated Accounts and Protected Cell A | 0|
Total (Lines 26 _and 27\_ — o 63,351,444 | 117,083 s 63,_234,361 | ﬁ523.253_ |
DETAILS OF WRITE-INS )
‘ 0
(]
| g
1198. Summary of remalning write-ins for Line 11 from ovarfiow page. 0 ] ] 0
Totls (Lines 1101 iy 1103 lus 1198 (Lne 11 bove).. 0 0 0 0|
Prepaid Exp - Nonadmitted 8,003 | 8,003 0l
Misc. Recai 97 | 97
0
2598. Summary of remalning write-ins for Line 25 from overflow page. 0 0 0 0
Totals |Lings 2501 thru 2503 plus 2598) |Line 25 abovs, 8,100 | 8003 | 97 | 0

259,
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Satementfor Jure 30, 20180fte. FLORIDA SPECIALTY INSURANCE COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS
1

Curvent Decsr:ber A
e _ Statement Date __Prior Year |
1. Losses (cument accident vear §.....1,054,986) 2,768,423 3,509,053
2. Reinsurance payable on paid losses and loss adjustment exp 881,034 226,931
3. Lossadj XD 246,296 207,783
4. Commissions payable, contingent commissions and ather similar charges.
5. Other expenses (excluding taxes, liconsas and fees) 1080177 | e v 756,537
6. Taxes, ficenses and fees (excluding federal and foraign income taxes) 37,435 13,379
7.1 Cument fedaral end forelgn incoma taxes (including $. 0 on realized capital gains {} )
7.2  Net deferred tax liability
8. Bomowed money$.......... 0 and Interast thereon § ]
g U premiums (after deducling i premiums for ceded reinsurance of §.....63,848,930 and indluding
warranty resarves of §.......... 0 and accrued accident and hezlth experienca rating refunds
Including $.........0 for medical loss fatio rebate per the Public Health Service Ac). (19,199.364) | oo 6,854,975
10.  Advance premium. 2,292,832 1,841,250
11.  Dividends declared and unpald:
11.1 Stockhoiders
11.2 Policyhold
12, Ceded reinsurance premiums payable (net of ceding commissions). 53,876,214 | covvererrcermcsusrenes 16,893,527
13.  Funds held by company under reinsurance reaties. 2,100 17,084
14.  Amounts withheld or retsined by company for account of athers.
15.  Remiitancas and dams not alk d
16.  Provision for relnsurance (ncluding $..........0 oertffied)
7. Netadjustments in assets and liabfities dus to foreign exchange rates.
18.  Drafts outstandi
18.  Payabla fo parent, subsidiaries and affifiates.
20, Derivali
21.  Payable for securifes.
22,  Payable for ies lending.
23, Liability for amounts held under uni d plans.
24, Capitel notes §.........0 and interest thereon §........0.
25.  Aggrepale write-ins for liabitiss. (3014718 0
| 26. Total liabilities excluding protected el liabilities (Lines 1 through 25), 38679428 30,510,519
27.  Protected call fiabllities
28.  Total liabilities (Lines 26 and 27) T TE ) - 30,510,519
20, Aggreqate write-ins for spacial surplus funds. 0 0
30,  Common capital stock, 2,000,000 2,000,600
31.  Prefemed capltal stock
32, Apgregate wiite-ins for other than special surplus funds. 2 0
33, Sumlus notes.
34. Gross paid in and contributed surplus. 11,585,028 11,685,028
35.  Unassigned funds {surplus) 10,969,905 1.428,106
36. Less troasury stock, at cost:
3.1 0.000 shares commen (value included inLing 30 §.........0)
362 ... 0.000 shares prefemred {value included in Line 31 §........ 0).
37.  Surplus as regards policyhokders {Lines 29 to 35, less 36). 24554933 | .. 15013134
38.  Totals (Pege 2, Line 28, Cal. 3) £3,234,361 45,623,663 |
- DETAILS OF WRITE-INS -
2501. Retroactive Reinsurance Reserve Ceded (3,014,719)
2502,
2503,
2588. Summary of remaining write-ins for Line 25 from overflow page 0 0
2539. Totals (Lines 2501 th 2503 plus 2598 |Line 26 above) (3014 719, 0
2901.
2902,
2903,
2988, Summary of remaining wite-ins for Line 29 from overfiow page. 0 [
12999, Totals Lines 2801 thru 2903 plus 2398) (Lina 23 above .. 0 —
| 3201,
3202
3203.
3298. Summary of remaining write-ins for Line 32 from overflow page. 0 0|
13269, Totals [Lines 3201 thru 3203 plus 3288) (Line 32 abova — ) weaen) |
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staementfor June 30, 01800 FLORIDA SPECIALTY INSURANCE COMPANY

STATEMENT OF INCOME
1 2 3
Cumant Year Prior Year Prior Year Ended
| — N - to Date fo Date December31
UNDERWRITING INCOME
1. Premiums eamed:
37,342,858 19,203,360 52,554,179
(5.569) 12,500,740 12,560,284
................ 34,842 553 41375058
2,494,736 11,867,870 23,749,015
DEDUCTIONS: )
2. Losses incued (cumrent scddent vaar §.....3,105,000):
2.1 Direct 19,280,004 3,569,481 63,965,775
22A d 204,384 5,035,316 17,552,643
2.3 Geded 15774 452 1668011 |.. 86,169 480 |
2.4 Net 3,700,948 6,926,786 15,328,938
3. Loss adjustment expenses incumed 967.891 587,732 1,719,103
4. Other ing exp incurmed (11,488,408) 8,317,484 13,028,643
5. Aggregate write-ins for underwriting deductions. [/} [P 1] 0
6. Total underwriting deductions (Lines 2 through 5) (7,.210471) 13,832,002 30,076,684
7. Netincome of protectsd cells,
8. Net underwriling gain {loss) {Line 1 minus Line 6 + Line 7} 8,705,207 (2,264,132) (6.327,669)
INVESTMENT INCOME
9. Netinvestment income eamed. 224907
10. Net realized capital gains (losses) less capital gains tax of §. 0. 16.136,
11. Net investment gain {loss} (Lines 9 + 10) 208,771 225,391 532,786
OTHER INCOME
12. Net gain or {loss) from agents' or premiurn balances charged off
{amount recovered §......... 0 amount charged off §.....2,904) (2,904) (11,657} (23,260)
13, Financs and service charges net included in premiums. 51,456 156,086
14. Aggregate write-Ins for misceflanaous income e 0 0
15. Total other income {Lines 12 through 14) 1799 | 132826
16. Netincome before dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Lines 8 + 11 + 15), 9,575,769 {1,958,942) (5,662,057)
| 17. Dividends to policyholders |
18. Nt income, afier dividends to policyholders, after capital gains tax and before all other federal and
forelgn income taxes {Line 16 minus Ling 17) 9,575,788 (1,098,842} (5,662,057}
19, Fadaral and foreign income iaxes incurred
20. Netincome (Line 18 minus Line 19) (o Line 22) 9,575,789 (1,998,942 15,862,057
CAPITAL AND SURPLUS ACCOUNT
21, Surplus as regards policyholders, Di bar 31 prior year. 15,013,134 20,280,551 20,260,551
22. Netincome (from Line 20}, 9,575,789 (1,998,842) {5,662,057)
23. Net transfers (to) from Pratected Cell
24, Change in net unreaiized capital gains or {losses) less capital gains tax of §, 0 (7.135) 13,828 770
25. Change in net unresalizad foreign exchange capital gain {loss)
26. Change in net deferrad income tax. 781,001 | {2,382,645)
27. Change in nonadmitted assets, (26,B55) (823,171} 936,516
28. Change in provision for rei
29. Change in surplus notes
30, Sumplus to} withd from prolected celis.
31. Cumulative effect of changes in accounting principh
32. Capital changes:
32.1 Paid in. |
32.2 Transfemed from surplus {Stock Dividend),
32.3 Transfemed to surpius
33. Sumplus adjustments:
33.1 Paid in, 1,830,000 1,830,000
33.2 Transfermed to capital (Stock Dividend)
33.3 Transfered from capital,
34. Net remittances from or (to) Home Office.
35. Dividends to stockholders.
36. Change in treasury stock
37. Aggregate write-ins for gains and losses in surpius. 0 0 0
38. Changs in surplus as regards policyholders (Lines 22 through 37), p— Y (197 1851 152 M7
39. Surplus as regards policyholders, as of statement date {Lines 21 plus 38) 24,554,933 20,093,358 15,013,134
== DETAILS OF WRITEINS — = =
(o501, |
0502
J0503.
0598. Summary of remeining write-ins for Line 5 from overflow pege. 0 1] 0
0599. Totals (Linss 0501 thru 0503 olus 0598) (Line 5 abova — 0] ] 0 |
1401, Commiesion Income. 8,516
1402, Refroactive Relnsurance Galn / [Loss), {483,248)
1403.
1498, Summary of remaining writs-ns for Lina 14 from overflow page. 0 0 0
1499. Totals (Lines 1401 thru 1403 sius 1498, (Line 14 above (473,733 0 0
3701,
§702.
3703. "
3798. Summary of remaining write-ins for Line 37 from averflow page 0 a 0
3799. Totals {Lines 3701 thru 3703 plus 3798] (Line 37 above . 0 0| 0
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CASH FLOW
Cl.rrer1n Year Priur2 Year Prior Yegr Ended
Io Date To Date Decamber 31
CASH FROM OPERATIONS
1. Premlums net of rei 12,456,444 9.911,718 21,870,075
2. Netinvastmant income. 311,312 268,680 582,468
3. Miscalianeous income: [334,188) 30,798 | 132,846
4. Tolal {Lines 1 through 3). 12,429,568 10,221,197 22,685,388
5. Benefit and loss related payments. 23,063,348 9,995,300 ‘ 2,123,416
6. Net transfors to Separate Accounts, Segregatad Accounts and Protecled Cell Account
7. Commissions, expenses pakd and agoregate writs-ins for deductions. {11,315,626) 5,064,887 14,757,734
8. Dividends paid to poficyhoids
9. Federal and foreign income kaxes paid (recovered) nat of §..........0 tax on capital gains (losses) ! J—
10. Tolal {Lines 5 through 8), 11,747,722 15,060,287 37,481,150
11, Netcash from operations (Line 4 minus Line 10) 681,848 {4,839,080) {14,895,764)
CASH FROM INVESTMENTS

12 Procseds from investments sokl, matured or repaid:

12,1 Bonds 7.258,758 5,360,045 10,674,079

122 Stocks

123 Morigage loans.

124 Real eslate.

125 Otherinvested assets

126 Netgalns or (losses) on cash, cash equivalents and shoriterm

127 Miscel procae | | |

128 Total investment proceeds (Lines 12.1 o 12.7) 7,256,759 5,360,045 10,974,079
13. Cost of Investments acquired flong-term only):

13.1 Bonds. 1,899,281 6,368,347 7,737,592

132 Stocks.

13.3 Mortgage loans

134 Real estale

135 Other invested assets.

138 M applications. | | |

13.7 Total investments acquired (Linas 13.1 to 13.6) 1,899,201 | 6,368,347 7,737,592
14, NetIncreass or {decrease) in contract loans and premium notes.
15, Net cash from investments {Line 12.8 minus Line 13.7 and Line 14) : 5,357,468 (1,008,302) 3,236,487

CASH FROM FINANCING AND MISCELLANEOUS SOURCES

16. Cash provided (appiled):

16.1 Surplus notes, capital notes.

16.2 Capital and paid in surplus, less treasury stock 2,180,000 1,830,000

16.3 funds. |

164 Net deposits on deposit-type contracts and other Inaurance liabilifies.

165 Dividends to stockholders.

16.6 Other cash provided (appli 2,462,736/ 424,516) 1.488,679
17.  Netcash from financing and miscellaneous sources (Lines 16.1 through 16.4 minus Line 18.5 plus Ling 16.6).......... 2,482,736 | 1,735,485 3,318,679
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Nelchange in cash, cash equivalents and short-term investments (Line 14 plus Line 15 plus Line 17). 3,556,577 (4,111,807} (8,340,598)
19.  Cash, cash equivalents and short-berm investments:

18.1 Beginning of year. 10,191,066 | 18,531,664 18,531,664

192 End of period {Line 18 pius Line 19.1)... -......\3747,.843 | 14418.757 | . 10,191,086 |

Note: Sucplemental disdlosures of cash flow information for non-cash transactions:
20,0001
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Note 1 - Summary of Significant Accounting Policies and Golng Concern

A

D.

Accounting Practices

The financial statements of Florida Spediatty Insurance Company (*Company”) are presented on the basis of accounting practices prescribed or permitted by
the Florida Office of Insuranca Regutation. The Florida OIR recognizes only statutory accounting practices prescribed or permitted by the State of Florida for
determining and reporting the financial condition and results of aperations of an insurance company, for determining its solvency under the Fiorida insurance
Law. The National Association of Insurance Commissioners' ("NAIC") Accounting Practices and Procsdures Manual ("NAIC SAP*) has been adopted as a
component of prescribed or permitted practices by the State of Florida. The Stats has adopled certain prescribed accounting practices that differ from thase
found in NAIC SAP. The Florida Commissioner of Insurance has the right to permil specific practices that deviate from prescribed practices. A reconcilition of
the Company's net income and capital and surplus betwsen NAIC SAP and practices prescribed and permitted by the State of Florida is shown below:

| SSAP | Fis FIs
| # |

, Page | Line# 2018 | 2017
NET INCOME
(1) The Company state basis

{Page 4, Line 20, Columns 1 & 3) XX X XXX |$ 9,575,789 |$ (5,662,057} |
i(2) State Prescribed Practica that are an increase/(decrease) from NAIC

SAP |
- _ | $ s i
(3) State Permitted Practice that are an increase/{decreass) from NAIC | i
| SAP - | | 5 :
| _ S | | } L I — - |
114 NAICSAP 1-2-3=4) | XXX . S v S ] 9,575,789 |§ 15,662,057, |
[SURPLLS - i .
|5} The Company state basis | [
| (Page3, line 37, Columns 18 2) X \ 0X | 0§ 24,554,933 |$ 15,013,134 |
|(6) State Prescribed Practice that are an increase/{decrease) from NAIC | |

SAP |

__ o __ i — s =

(7) State Permitted Practice that are an increase/(decrease) from NAIC

SAP

. I | | $ $ _

|6] NAICSAP 5-6-7=8) LR XXX XX (§ 24,554,933 |§ 15,013,134

Accounting Policy

Premiums are eamed over the term of the related insurance policles and reinsurance contracts. Uneamed premium reserves are established to cover the
unexpired portion of premiums written. Such reserves are computsd by pro rata methods for direct business and are based on reports received from ceding
compeniss for reinsurance.  Expenses incured in connention with acquiring new insurance business, including such acqulsition costs as sales commissions,
are charged to operations as incumed. Expenses incurred are reduced for ceding allowarnice received or receivable.

{8) Basis for Loan-Backed Securities and Adjustment Methodalogy
U.8. govemment agency foan-backed and structured securities are valued at amortized value. Other loan-backed and structured securities are valued at
either amorfized value or fair value, depending on many factors including: the type of underlying collateral, whether modeled by a NAIC vendor, whether
rated {by either a NAIC approved rating organization or the NAIC Securities Valuation Office), and the relationship of amortized velue to par value and
amortized value (o fair vaius.

Going Congem

Historical operating results indicate substantial doubt exists relaled to the Company’s ability to continue as a going concam given the current markst
environment in the state of Florida. The Company plans to alleviate the doubt of its gaing concem, which probable outcomes are effectively being implemented
to mitigeting these conditions. This primarily includes new reinsurance agreemants which were put in place effective March 1, 2018 to protect existing
policyholders. In addition, the Company continues to work with both the Florida Office of Insurance Repulation and lts rating agency regarding any significant
change in business plans. However, we cannot predict, with certainty, the autcome of our actions to generate financial stability, or whether such actions will
generate the expecled financial stability.

Note 2~ Accounting Changes and Corrections of Errors

No significant changes

Note 3 - Business Combinations and Goodwill

Noa significant changes

Note 4 - Discontinued Operations

No significant changes

Note 5 - Investments

No Change.

.

E

Loan-Backed Securities - NONE

Dollar Reptrchase Agreements and/or Securities Lending Transactions - NONE
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NOTES TO FINANCIAL STATEMENTS

l. Reverse Repurchase Agreements Transactions Accounted for as a Sale - NONE
J Offsotting and Netting of Assets and Liabfliies - NONE

Note 8 - Joint Ventures, Partnerships and Limited Liabillty Companles

No significant changes

Note 7 - Investment Income

No significant changes

Note 8 - Derivative Instruments

No significant changes

Note 9 ~ income Taxes

No significant changes

Nota 10 - Information Concerning Parent, Subsidlaries, Affiliates and Other Related Parties

No significant changes

Note 11 - Dabt
No Change.

B. FHLB (Federal Home Loan Bank) agreements - NONE

Note 12 - Retirement Plans, Deferred Compensation, Postemployment Benefits and Compansated Absences and Other Postratiement Benefit Plans

A Defined Benefit Plan - NONE

Note 13 — Capital and Surplus, Dividend Restrictions and Quasl-Reorganizations

No significant changes

Note 14 - Liabilitiss, Contingencies and Assessments
No significant changes

G. Materlel noninsurance contingencies - NONE

Note 15 - Leases

No significant changes

Note 16 — Information about Financlal Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentrations of Credit Risk

No significant changes

Note 17 ~ Sale, Transfer and Servicing of Financial Assats and Extinguishments of Liabllities
Na Change.

B. {2)  Servicing Assets and Servicing Liabiities - NONE
{4) Securitizations, Asset-Based Financing Arrangements and Similar Transfers Accounted for as Sales - NONE

C. Wash Sales - NONE

Note 18 - Gain or Loss to the Reporting Entity from Uninsured Plans and the Portion of Parlially insured Pians

No significant changes

Note 19 - Direct Premium Written/Produced by Managing General AgentsiThird Party Administrators
No significant changes
Q06.1
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NOTES TO FINANCIAL STATEMENTS

Note 20 - Fair Value Msasurements

A Fair Value Measurements
(1) Fair Value Measurements at Reporting Date

The Company categorizes its assets and iabilitias that are measured at falr value info the 3-tier hierarchy as reflected below. The 3-tier hierarchy
is based on the degree of subjectivity tn the valuation method by which fair value is determined.
Level 1: The estimated fair value within this tier is based on quota prices in active markets and therefore classified as Level 1. The Company has

no assats or liabilities measured at fair value in this tier.

Level Z: The estimated fair value within this tier is determined by independent pricing services using observable inputs or based on quotes from

markets which are not actively fradad.

Lavel 3: The estimated fair value within this fier is detarmined using pricing modals as there is lithe or no market activity with unobservable inputs
thus requiring judgment and estimation. The Company has no assets or liabiliies measured at fair vatue in this tier.

levell |  Level2 | Leveld
Assets at Fair Value o
I k] 843638 § 14560060 § _|
|Total [$ 843630 |§ 14560060 §
| Liabilities et Fair Value _ )
. s s s
L o § '$ '$
(2} Fair Value Measurements in {Level 3} of the Falr Value Hierarchy
T Total Gains and | Total Gains and

Beginning {Losses) (Lossas)

Balanceal  Transfersinto  Transfers Oul of| IndudedinNet |  Included in

iHzo18 levld | leveld | ncome | Supls | Pucheses | lswances |
a.  Assals
| s I s s s s s
Totwi H § H |s s 5 [
b Liniites -
| _ $ It 1] |: $ H k]
| Tot! £] i} '3 15 It} I3 ]

{3) Policies when Transfers Between Levels are Recognized

Net Asset Value
(NAV) Included in
Total Level 2
[$ 15403708 |§
1$ 15403708 |$
$ s
it it
| Seffe-  Ending Batanca
Seles | mens  at12912018 |
i $ s
5 s 3 |
[ S —
IE L I[3

At tha end of each reporting period, the Company evaluates whether or not any event has occurred or circumstancas have ehanged that wauld cause an

instrument fo ba transferred into or oul of Level 3.

{4) Description of Valuation Techniques and Inputs Used in Falr Value Measuremsant
The estimated feir values were determined by utifizing independent pricing services using observable inputs.

{5) Fair Value Disclosures
Not applicable.

B. Fair Value Reporting under SSAP 100 and Other Accounting Pronouncements

Fair Value measurements at the reporting date and the source of the fair value meansurements are obtained primarily from independent pricing services.

C. Fair Valus Level
Aggregate Fair
Type of Financial Instrument Valup | Admitted Assets | (Level 1) (level2) |
|Corporate $ 9802470 $ 10219919 § $ 9802470 §
Mortgage Loan Backed $ 3046892 § 3143723 § '$ 3046802 §
|Municlpals $ 1610707 |§ 1670531 | ' 1610707 §
|US Gov $ - 843839 '§ 851,838 |§ 843,639 |§ 3
Totat o $ 15403708 '$ 15886011 [§ 843,639 |§ 14,560.060 '$
D. Not.Practicable to Estimate Falr Value - NONE

Q06.2
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NOTES TO FINANCIAL STATEMENTS

Note 21 — Other ltems

Florida Specialty | G
Agents Balances Certification
Quarter Ended June 30, 2018

1) Agents’ Balances or Uncollected Premiums as reported on Page 2, Line 15.1

$1.953.057
2) Amount of Agents’ Balances or Uncollected Premiums from Page 2, Line 15.1 that is
due from “controlied” or “controlling” persons, and
$0
3) *Amount reported in #2 above and secured by a: Trust Fund, Letter of Credit, and
Financial Guaranty Bond as required by Section 625.012, Florida Statutes.
30

Note 22 - Events Subsequent

No significant changes

Note 23 - Relnsurance

During the 1st quarter of 2018, FSIC added two additonat reinsurance contracts to protect its policyholders.

Effective February 28, 2018 a 58% Net Quota Share was added for new and renewal policies covering loss occurences from 2/28/2018 to 6/1/2018.
In addition, a Loss Portfolio Transfer was put into place sffective March 1, 2018; protecting all claims oocuring prior to March 1, 2018,

During the 2nd quarter 2018, FSIC added new quota share contracts covering occuring on June 1, 2018 and fater. Prior quota share and LPT arrangements remain in place
for losses occuring prior to June 1, 2018.

Note 24 - Retroapectively Rated Contracts and Contracts Subject to Redetarmination
No Change.
F. Risk Sharing Provisions of the Affordable Care Act - The Company has no A&H business.

Nate 25 - Change in Incurrad Losses and Loss Adjustment Expenses

Reserves as of December 31, 2017 were $3,806,836. In 2018, $2,021,000 has been paid for incurred loss and loss edjustment expenses attributable to insured events of prior
years. Reserves remaining for prior years are now §1,540,425. Therefore, there has been a $541,284 unfavorable development since Decembar 31, 2017, This increase is
generally the result of ongoing analysis of recent development trends. Original estimates are increased or decreased, as additional information becomas known regarding
individual claims.

Loss and Loss Adjustment Expenses
Prior Year End Net Loss and LAE Reserves $ 3,808,836
2018 Net Loss and LAE payments on prior year claims 2,807,695

2018 Ending Nat Loss and LAE Reservas on prior year claims 1,540,425

Prior Year End Net Loss and LAE Reserve Deficiency 541,284

Note 26 - Intercompany Pooling Amangements

No significant changes

Note 27 - Structured Settlements

No significant ehanges

Note 28 - Health Care Recelvables

No significant changes
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Note 28 - Participating policies

No significant changes

Note 30 - Premium Deficlency Reserves

No significant changes

Note 31 - High Deductibles

No significant changes

Note 32 — Discounting of Liabilities for Unpaid Losses or Unpald Loss Adjustment Expenses

No significant changes

Note 33 - Asbestos/Environmental Reserves

No significant changes

Noto 34 - Subscriber Savings Accounts

No significant changes

Note 35 - Multiple Peril Crop Insurance

Na signifieant changes

Note 38 - Financlal Guaranty Insurance

B. Schedule of Insured Financial Obligations at the End of the Period - The Company has no Financial Guaranty business.
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL
Did the reporting entity experisnce any material transactions requiring the filing of Disch of Material T with fhe State of Domicile,
a3 required by the Model Act? Yee[ ] No[X]
1 yes, has the report been fled with the domiciliary state? Yes[ ] No[}
Has any changs besn made during the year of this statement in tha charter, by-laws, articles of incorp or deed of setth t of the
raporting entity? Yes[ ] No{X}
ff yes, date of change:
Is the reporting entify a member of an Insurance Halding Company Systsm consisting of two or more affiliated persons, cne or more of which is an insurer? Yes[X] Nof{ |
if yes, complete Schedule Y, Parts 1 and 1A.
Have there been any substantial changes In the organlzationat chart since the prior quarter end? Yes[ ] No[X]
If the responsa to 3.2 Is yes, provide & brief description of thoss changes.
Is the reporting entity publicly tradec or 8 member of a publicly traded group? Yes[ } No[X]
if the response to 3.4 is yes, provide the CIK (Central index Key) code Issued by the SEC for the entity/graup.
Has the reparting entity been a party to a merger or consolidation during the period covered by this stalement? Yes[ 1 No[X]
If yes, provide name of entity, NAIC Company Cods, and state of domicile {use two letter state abbreviation) for any enlity that has ceased to exist as a
result of the marger or consolidation.
' 1 2 3
NAIC
Company | Stale of

| — Name of Entiry Code | Domicile |
If the seporting enity Is subject to & managerent agresment, including third-party administrator(s), menaging general agentfs), atiomey-n-fact, or
similar agreement, have there been any significant changes regarding the ferms of the agreement or principals involved?
If yes, attach an explanafion. Yes[ ] NofX] WNA[)
6.1 Stale as of what date the tatest financlal examination of the reporting entity was madse or is being made. 1213112016
6.2 State the as of date that the latest financial examination report became avaliable fram either the state of domicile or the reporting entity. This date

should be the date of the examined batance shest and not the date the report was completed or released. 12/31/2018
6.3 Siale as of what date the fatest financlal examination report became avaliabla to othar states or the pubilc from alther the stats of domiclle of the

reporting entity. Thisis the release date or completion daia of the examination report and not the date of the examination (balance sheet dale). 0619/2018
By what department or departments?
Florids Office of Insuragee: Regulation
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement filed
with Departments? Yes[] Na[] MNA[X]
Have all of the recommandations within the {atest financial examination raport been complied with? Yes[X] Noj ] NA[)
Has this reporting entity had any Certiicates of Authortty, licansas or registrations (ncluding corporale registration, if applicable) suspended or revaked
by any governmental entity during the reporting period? Yes{ ) No[X}
1 yes, give full information:
1 the company & subsidiary of a bank holding company regulated with the Federal Resarva Board? Yes[ 1 No[X]
If response {o 8.1 Is yas, please identify the nama of the bank holding company.
1s the company affiiated with one or more banks, thrifts or securities fims? Yes|f ] No[X]
if the response to 8.3 is yes, please provide below the names and location {cily and stafe of the main office) of any affiliales regulated by a federal
reguletory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Federal Deposit Insuranca
Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate's pimary federal regulatar].
[ 1 i 2 3 ] 4 5 3

Affiliata Name | Location (City, Stats) | FRB | OCC | FDIC | SEC
Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controfier, or persons performing similar
functions) of the reporting entity subjecl to a code of athics, which includes the following standards? Yes[X] Nol]
(a) Honest and ethical conduct, including the ethical handling of actuel or apparent conflicls of interest batween personal and prefessional relationships;
(b}  Full, falr, accurate, timely and undarstandable disclosure In the perodic reports required to be filsd by the reporiing enfity;
{¢) Compliance with applicable governmental laws, rules and regulations;
{d}  The prampt internal reporting of violations to an approprizte person or parsons identified in the code; and
{e}  Accountabiity for adherence to the cade.
8.11 [fthe response to 9.1 Is No, please explain:
Has the code of ethics for senior managers been emended? Yasf 1 No[X]
9.21 ifthe rasponse to 9.2 is Yes, provide information related to amendment(s).

Have any provisions of the code of ethics been waived for any of the specified officers? Yes{ ] No[X]

93

9.31 Ifthe response to 9.3 is Yes, provide the nature of any waiver(s).
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FINANCIAL
10.1 Does the reporting entity report any amourts due from parent, subsidiaries or afiitates on Page 2 of this statement? Yes[X] Neol |
102 Ifyes, indicate any amounts receivable from parsnt included in the Pags 2 amount: $ 0
INVESTMENT

111 Were any of the stocks, bonds, or other assets of the reporting entity fanied, placed under option agreement, or otherwise mads avallable for
use by another persan? (Exclude securities under securities lending agreements.) Yes[ ] No[X]

11.2 fyes, give full and complete information refating thereto:

12, Amount of real estate and mortgages held in other invested assets in Schedule BA: $ 0
13, Amount of real estate and marigagas held in short-tem investments: $ 0

14,1 Does the repoiting entity have any i ts in parent, subsidiaries and affiiates? Yes] | No[X}
14.2 1f yes, please complete the follawing:

1 2
Prior Year End Book/Adjusted I Current Quarter Book/Adjusted
Carrying Valus | Canrying Velue

1421 Bonds $
1422 Prefemed Slock
1423  Common Stock
1424  Short-Term Investments
1425 Mortgage Loans on Real Eslate
1426 AllOther
1427 Tolal invesiment in Parent, Subsidiaries and Affiiates {Subtotal Lines 14.21 to 14.26) $
14.28 Total investment In Parent included in Lines 1421 to 14.26 above | $

15.t Has the reporting entity entered into any hedging transactions reported on Schedule DB? Yes| ] No[X}
152 I yes, has a comprehensive descriplion of the hedging program been made available to the domiciliary state? Yes[ ] Noj ]
If no, attach a description with this statemen.

oo aooa
aucoalcool

o
|

16.  For the reporting entity’s security lending program, state the amount of the following as of current statement date:

16.1 Tolal fair vatue of reinvestsad coliateral assets reporied on Schedule DL, Paris 1 and 22 3 0
16.2 Tolal book adjustedicanying valus of reinvested collateral assets reportad on Schedule DL, Parts 1 and 2: $ 0
16.3 Total payable for securities lending reported on the liability page: $ D

17.  Excluding items in Schedule E-Part 3-Spacial Daposits, real estale, morigage loans and investments held physically in the reporting entity’s
officas, vauits or safaty deposit boxes, were alt stocks, bonds and othar securities, owned throughaut the current year held pursuant s a
custodial agreement with a qualified bank or frusi company in accordance with Saction 1, lll - General Examination Consldarations, F. Quisourcing
of Critical Functions, Custodial or Safekeeping Agreemants of the NAIC Financlal Condition Examiners Handbook? Yes[X] Noj ]

171 For all agreements that comply with the raquirements of the NAYC Firancial Condition Examiners Handbook, complate the following:

1 2
l Name of Custodian(s] | Custodlan Address o
FifthThidBank - | Onando, FL
17.2 For all agresments that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
locaftion and a complete explanation:
[ 1 i 2 - 3
Name(s) — il Location(g) | Comglste Explanation(s
173 _Have there been any changes, Induding name changes, in the custuﬁan(s) identified in 17.1 during the cumrent quarter? Yes[ ] No[X]
17.4 Hyes, give full and complete information relating thereto:
1 | 2 3 4
Dete of
0Oid Custodian | New Custodian |____Changa i Reason
17.5 invsshnent management - ldentify all investment advisors, investment managers, broker/dealers, hch_xding individuals thal have the authority fo make dscisions on behalf
of the reparting entily, For assets thal are managed intornally by emplayees of the reporting entity, note a3 such ["...that have access to the investment accounts®, "handie
securities"].
1 2
| Name of Fimn or Individual | Affiliation .
| Asset Allocation & Marnagement Comoany, LLC = u
175097  For those firmafindividuals fisted in the tabls for Question 17.5, do any firms/individuals unaffiiated with the reporting enlity {i.e., designated with a “U")
manage mote than 10% of the reporting antity’s assets? Yes{X] HNo| 1}
175098  For fimsfindividuals unaffiliated with the reperting entity (i.e., designated with a "U") listed in the table for Question 17.5, does the tofal assets under
management aggregate to more than 50% of the reporting entity's assets? Yes[X] Nof ]
17.6 Forihose firms or individuals listed in the table for 17.5 with an affitiation coda of "A" (affiliated) ar *U" (unaffilisted), provide the information for the table betow.
' 1 ' 2 i 3 4 ' 5
Imvastment
Central Registration Depository Management
Numbar | Name of Firm or Individual | Legal Enliy Identifier [LEI Registered With Agresment (IMA) Fled |
Assat Allocation & Management | 548300DSCHEIVAW3UE63 SEC NO
| Company, LLC o il |
18.1 Have all he filing requirements af the Purposss and Procedures Manuel of the NAIC Investment Analysis Office been followed? Yes[X] Nol |

18.2 [fno, list exceptions:

Q07.1



Statament for June 30, 2016ofe. FLORIDA SPECIALTY INSURANCE COMPANY
GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

19. By self-designating 5*GI sacurities, the reporting entity is certifying the following elements for each seff-designated 5*GI security:

8. Documentation necessary to permit a full credIt anatysls of tha sacurity does not exist

b.  lssuer or obligor is cumrent on all contracted inlerest and principal payments.

t. The insursr has an actual expectation of ultimate payment of all coniracted Interest and principal,
Has the reporting entily salf-designated 5°GI securities?

{

Q07.2

Yes| ]

No[X]



stementior June 30, 2018 cttre FLORIDA SPECIALTY INSURANCE COMPANY
GENERAL INTERROGATORIES (continued)

PART 2 - PROPERTY & CASUALTY INTERROGATORIES
1. ifthe reporting entity is a member of a pocling arangement, did the agreament or the reporting entity's perticipation change? Yes{ ] No[] NA[X]
f yes, attach an explanaion,

2. Has the reporting entity reinsured any risk with any other reporting entity and agreed 1o release such eniity from liabiiity, in whole or In part,
from any loss that may ocour on the risk, or portion thereof, reinsured? Yes[ ] No[X}

If yes, attach an explanation,

3.1 Have any of the reporting entity's ptimary reinsurance contracts been canceled? Yes[ ] No[X]
32  Ifyes, give full and complete information thereto:

44 Are any of the liabliities for unpaid losses and loss adjustment expenses other than certain workers’ compensation tabular reserves (see
Annusl Siatement Instructions periaining to disclosure of discounting for definition of “tabular resemves,”) discounted at a rate of inerest

greater than zero? Yes{ ] No[X]
4.2  Ifyes, complete the following schedule:
1 I - T Total Discount Discount Taken During Period
4 5 6 7 ] B 10 11
Maximu
| m Disc. Unpaid Unpaid Unpaid Unpaid
Lina of Business Inferest | Rale | Lossss | LAE | BNR | Toal | Losses LAE I BNR | Toltal |
| 0.000 0.000 | 0 0, 0 0 | 0 ‘ 0| 0
Tetal R S 0 0| 0| 0 0| 0 0| 0|
5.1 Operating Percentages:
5.1 A&H loss parcent ’ 0.000%
52 A&H cost contalnment psrosnt 0.000%
53 A&H expense percent exduding cost contalnment expenses 0.000%
6.1 Do ynu actas a custodian for health savings accounts? Yes[ ] WNo[X]
6.2 [ yes, please provide the amount of custndial funds held as of the reporting date. 5 4
63 Do.you act as an administrator for health savings accounts? Yes{ ] WNo[X]
64  ifyes, please provide the amount of funds administered as of the reporting date. $ 0
7. Isthe reporting entity licensed or chartered, registered, qualified, eligible or writing business in at least two states? Yes[X] Nef ]
71 If no, doss the reporting entity assume reinsurance business that covers risks residing in at least one stats other than the state of domicile
of the reporting entity? Yes| | No| ]

Qo8



Sutement for Juna 30, 2013 crhe. FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE F - CEDED REINSURANCE

Showing All New Reinsurers - Current Year to Date

1 2 ' 3 4 5 6 7
|
Effective Date
NAIC Certifiod of Certified

Compsny Domicliary]  Typeof | ReinsurerReling  Reingurer |
| “Code ID Number | Nama of Reinsurer _ +Jurisdiction| Relnsurer | (1through® | Rating
.8, Insurers
19445......... 25-0887550....... NATIONAL UNION FIRE INS CO OF PITTS, PA AUONZEH.rrvr | ceerremreerss | sesmsssssens

Qo9



stetementordor 30, 2018010 FLORIDA SPECIALTY INSURANCE COMPANY

PR NS MW n

58003,

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Current Year to Date - Allocated by States and Teritaries

Direct Premiums Witten

Prior Year
toDate __ toDate

Direct Losses Paid | Deducting Salvace) Direct Losses Unpaid
4 5 7

6
Current Year
to Date

3
Prior Year

Current Year Prior Year
o to Date

Dae toData

Delaware.

Dislrict of Cofumble.
Florida.

48,240,900

Georgia

Hawali

idzho.

llinois.

Indjana.

lowa.

Kansas.

Louislana.

Maine.

Massachusetts.

Michi

Nebraska

r

Nevada.

New Hampshire.

New Jersey.

New Mexico.

New Yori

North Cardlina.........cov.u e

North Dakota

Chio.

Pennsylvania.

Vermont.

Virginia.

Washington,

West Virginia.......c.cuvosemees

Wisconsin

Wy

Guam,

American SaMOa.......uumai

Pusrio Rico.

US Virgin (stands,

Northern Mariana Islands.

Canada.

Aggregate Cther Afian............ O ...

0

0 0 0 0 0

46240900 |

30546,868 . c.rore Z2ATEBED | . e ZABE0Y | e BEBAS

Totals.

DETALLS OF WRITE-INS

50908, Summary of remaining write-ins

for Line 58 from overflow page.... ..

58998, Totals (Lines 58001 thu 58003+

Line 58898/ [Line 58 above!.

o

Active Slatus Count

XX

0l

1] ] 0 ] 0

L - Licsnged or Chartsred - Licensad insursnea carmier o domicilad RRG ... e

£ - Elighoie - Reporting enthies efigihle or approved to write surpius Hines In the state
(cthar than thelr atats of domidie - 520 DELI.wwu commmemssssmimesncesesmsinimans
D - Domestic Surpius Lines insurer (DSLI) - Reporting entities aulhorized to write
surplus Iines in the state of domicile.

3 R - Registored - Non-Gomitled RRGS..u.-uumwe msmmsmssesssmssmsssssmmssss
Q- Qualified - Qualtfied o dited reinsurer.
0 N - Norio of the above - Not allowed to write brsiness in the state..............

Yoo
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statemar for June 20, 218010 FLORIDA SPECIALTY INSURANCE COMPANY
PART 1 - LOSS EXPERIENCE

__ CurremYearw Date 4
3 Prior Year to Date
Diract Premiums Direct Lossee Direct Direct Loss
Lines of Business | Eamed Incurred Lass Paicantme Peroankae
1. Fire. 0.000 | o]
2. Allled lines. 0.000
3. Famnowners multiple perdl, 0.000 |
4. Homeowners multiple parl. 37,342,858 19,280,009 51.630 18.536
5. Commarcial multiple paril 0.000
6. Morigape guaranty. 0.000
8, Qcean marine 0.000
9. Inland marine. 0.000
10. Financlal g 0.000
1.9, Medical pmfeaslonal Eabitity - . 0.000
41.2. Medical professional Eahility - ciaims-mad, 0.000
12. Earthquake. £.000
13. Group accident and heaith 0.000
-14. Credit accident and health £.000
15. Other accident and heaﬂh 0.000
16. Workers' 0.000
174 Oﬂ'lerllahllir, 0.000
17.2 Other liahility-claime mMﬂ 0.000
17.3 Excess workers' 0.000
18.1 Products liablllty-ocwman 0.000
18.2 Producs liability-claims made. 0.000
19.1, 19.2 Privale passenger auto fiabifity. 0.000
193, 184 C auto liability. 0.000
21. Auto physical damage. 0.000
1 22, Airoraft (alt perils), 0.000
23. Fidslty. 0.000
24. Surely. 0.000
26. Burglary and theft 0.000
27. Boiler and machinery. 0.000
28 Cradll 0.000
0.000
30 Walramv 0.000
v assumad property. XXX, 20K, XX, XXX
32 R@nsuranee—nummpomonal assumed abiliy. XXX, XXX, XXX XX
nal @ financial lines XXX X 0K oo
34 Aggragate wnle-msfnrothar lings of bush | 0, 0| B.000 e s
35. Totais... 37,342,858 | 10,260,004 51,630 18.536
DETAILS OF WRITENS -
3401, 0.000
3402, 0.000
3408. 0.000
3488. Sum. of remaining write-ins for Line 34 from overflow page. 0 0 0,000 XXX
3499, Totals Lines 3401 thru 3403 plus 3498, |Line 34) - 0 0000 | .proerpr s e
PART 2 - DIRECT PREMIUMS WRITTEN
1 i 2 3
Curent Current Prior Year
[ — ___LinesofBusiness = Quarter Year to Date Year fo Date
1. Fire
2. Allied lnes.
3. F multipla pertl |
4. Homeowners multiple peril, 20,982,184 46,240,800 39,546,868
5. Commercial mulhpie peril
6. Mortgage g y
8. Ocean marine.
9. Inland marine.
10. Financial g y
11.1 Medical professional liability -
11.2 Medicat professional liability - claims mads.
12.
18. Group accident and health
14. Credit accident and health
15. Other secident and health,
16. Workers' compensation
17.1 Other liability
17.2 Other liabiity-claims made.
17.3 Excess workers' compensation.
18.1 Products liability-
18.2 Products liability-clalms made.
18.1 19.2 Privale passenger auto libility.
19.3 16.4 Commarcial auto liablity.
21. Auto physical damage. |
22. Aircrafl (all perils)
23. Fideitty.
24. Surely.
26. Burglary and thef
27. Boiler and machinery.
28, Credit,
pi:) I
30. Warranty
3. Remsuranco-nonpmponlonal assumed property. XXX, XXX, XX,
3 | assumed Ilahilitv XXX XXX XXX
33, Reinsurance-nonproportional assumed financial lnes XXX, XXX XXX
34. Aggregate write-ins for other lines of busi | 0 0 0
| 3. Tolals. — | 20,982,184 46,240,000 | ........ 39,546,868
B DETAILS OF WRITE-INS - ’
[3401. ;
. : i '
3498. Sum. of remaining write-ins for Line 34 from overfiow page. 0 0 0
|3499. Totals |Lines 3401 thm 3403 plus 3438 (Line 34 i) 0 0

Q13
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satementtor e 30,2018 the FLORIDA SPECIALTY INSURANCE COMPANY
SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

Tha foliowing supplemental reports are required to be fllad as part of your statement filng. However, In the svent that your company does not transact the type of
business for which the special report must be filed, your response of NO to the specific intermogatory will be accepted in fieu of fiing a "NONE” repart and a bar code
will be printsd below. If the suppiement Is'rsqulred of your company but ks not being fited for whataver reason, enter SEE EXPLANATION and provide an

explanation following the intermogatory questions.

Wil the Trusleed Surplus Statement be filed with the slate of domicile and the NAIC with this siatement?
Wil Supplement A to Schedule T {(Medical Professional I.Ehlllly Supplement) be fled with this statement?
Will the Medicare Part D Coverage Supplement ba filed with the state of domiclle and the NAIC with this statement?

Will the Director and Officer Insurance Coverage Supplement be filed with the state of domicile and the NAIC with this statement?

Explanation:

1

2
3.
4

The data for this supplement is not required to be filed,
The data for this supplement is not required to be filed,
The data for this supplement is not required to be filed.
Tha data for this supplement is not required 1o be filed.

Bar Cade:

e
UE 018 G 0 R
*+ 1724820184900 0

*

[

= 172482018455 00900 »

2

[}
+1 724820183850 0¢0

00 2 «

",
=

« 1724820186500 0

5 0002 »

Q15

Response

NC

NO

NO

NO



swsment i ro 30, 21800 FLORIDA SPECIALTY INSURANCE COMPANY
Overflow Page for Write-Ins

NONE

Q16



Statement for June 30, 2018 orthe. FLLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE A - VERIFICATION
Real Estate

Year to Date

| 1. Book/adisted camying value, D 31 of prior year.

Prior Year Ended
Dscember 31 |

Cost of acquired:

2.1 Actual cost at lime of g
2.2 Additional i 1t made after acquislti
Current year change in sncumbrances. )

Tolal gain (loss) an dispesals.

Deduct e received on di

Total forelgn exchange change in book/adjusted canying vk ‘
Deduct current year's other-than-temporary Imp t recognized,

Deduct cument year's depreciation. i

©ENO s

S|

Book/adjusted camying valus at end of current period (Lines 1+2+3+4-5+5-7-8), i

0. Dedyct iotzd nonadmitted amour
. Stalement valua at end of cuamant period (Line 9 minus Line 10;

- =
=

SCHEDULE B - VERIFICATION
Mortgage Loans

Yearto Dale

[71. Book valuelrecorded Investment exsluding accrued Interest, Decamber 31 of prior year.

Prior Year Ended
December 31

n

Cost of acquired:
21 Actual cost at tima of

2.2 Additional investment made after

Capltafized deforred interest and other. B
Unrealizad vatuation increase {d ) N N -

Total gain {loss} on disf
Deduct s received on disposal:

Deduct amortization of prermium and mortgage interast points and commitment fees.

Total foreign exchange change In book valusirecorded Investment sxdud!ng acerued interast
. Deduct current year's other-than-tsmporary impairment

B PN G

11. Book value/recorded mvestment excluding accrued interest at end of current period {Linas 142+3+44546-7-8+9-10)........

12. Total valuation allowance.

13. Subtotal (Line 11 plus Line 12)

14. Deduct total nonadmitted s |

15. Statament value at and of current perod (Line 13 minus Line 14). e ; . | N

SCHEDULE BA - VERIFICATION
Other Long-Term Invested Assets

Prior Year Ended
December 31

| 1. Bool/adjusted carrying value, December 31 of prior year.
2. (Cost of acquired:
2.4 Actual cost at time of acquisition.

2.2 Additional i made after

Caphtalized deferred Interest and other.

Accrual of discount

. Total galn (loss) on dispasals.

Deduct amounts received on di |

3.
4.
5. Unrealized valuation increase {t
6.
7
8.

. Deduct amortization of premium and depreciation.
9. Total forsign exchangs changs in boolvadjusted canying value,

10. Deduct current year's other-than-temporary impaimment

11. Bookladjusted camying value st and of curment period (Lines 1¢2+3\\4+5‘&74!+9 10).

12. Deduct tote) nonadmitizd amounts. e e

| 13, Ststement valus at end of cument period (Line 11 minus Line 12

SCHEDULE D - VERIFICATION

a Bonds and Stocks
‘ 1

Year to Date

21,314,544

Prior Year Ended
December 31

24,582,465 |

Bool/adjusted camying velue of bonds and stocks, December 31 of prior year.
Cost of bonds and stocks acquired.

1,898,291

7,737,692 |

Agcrual of discatnt.

3,764

12,188

Ik Bond vat iation i il \

7,135)

770

Tota! gain (loss) on disposals.

(16,136)

92,016

Deduct consideration for bonds and stocks disposed of.

7,256,759

Deduct amortization of p!

51,978 |

10,974,079
136,408

@ Ne ;e w

Total foreign ge change In b | canmying valus,

9. Deduct cumrent ysar's other-than-temporary impaiment recognized

10. Totat investmant incoma recognized as a resull of prepayment penalties and/or acoeleration fees.

400 |

15,236,011

21,314,544

1. Book/adjusted camylng value at end of current period (Lines 1+2+3+4+5-6-7+8-0+10)
12, Deduct lotel nonadmitied |

13. Statement value at end of cutrent period [Ling 11 mMinuS Ling 12)....uuumuremersssssssususssssssserssmmnemssrssss sssnsersssssssessermssern

15,388,011 |

21,314,544

Qsio1
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Sitamentior June 30, 2018 rhe. FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE DA - PART 1

Short-Term Invesiments

1 4 ] 5
Book/Adjusted N 0 N Erl Interest Collected Paid for Accrued Inferest
| ConyimgVave Palle) _ | YewToDaw | __YerToDs
XK

| 9199898, ...._.... = | -

SCHEDULE DA - VERIFICATION

Short-Term Investments

2
Prior Year Ended
Year To Date | Decembar 31

1.  Booll/adjusted carrying value, December 31 of prior year. 0 796,259

2. Cost of short-term investments acq

3. Accnual of discount

4. Unrealized valuation increasa (decreasa).

5. Total gain {loss) on

6. Deduct consideration received on disg 796,259

7. DIEOUCE BITIOFHZANON OF DBMIUIM . .crvvvexuussusesrescrsserenessosees eeseassaseeneeesesesesee 5 sme s a2 sss s 444 G5 ERSRE A58 8RS FL LA RR 0 41088254588 2o ot b 50
8. Total foreign exchangs change in book/adjusted camying valus.

9. Deduct current year's ather-than-lemporary impaiment

10. Book/adjusted camylng value at end of cument pariod (Lines 1+2+3+4+5-6-7+6-0) Q 0

11, Daduct total

12. Statement value at end of curvent perlod (Ling 10 minus Ling 11 0/ n_i

Qsli03



seementtor ane 30, 20180me FLORIDA SPECIALTY INSURANCE COMPANY

Sch. DB - Pt. A - Verification
NONE

Sch. DB - Pt. B - Verification
NONE

Sch.DB-Pt.C-Sn. 1
NONE

Sch.DB -Pt.C -Sn. 2
NONE

Sch. DB - Verification
NONE

Qslo4, Qsi05, QsIos, QSI07



satmenttor o0, 218ctte FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE E - PART 2 - VERIFICATION

Cash Equivalents
1 2
Prior Year Ended
= Year To Date | December 31
1. Book/adjustad carrying valus, D 31 of prior year. 678,318
2. Cost of cash eqg acquired. 7,370,588 41,479,672
3. Accrual of di
4. Unrealized valuation increasa {d
§. Total gain {loss) on disp
6. Deduct consideration received on disposals 2,196,560 10,801,354
7. Deduct amortization of
8. Total foreign exchange change in book/ adjusted carmying value.
9. Deduct cumrent year's other-then-temporary impairment recogni |
10. Bookfadjusted carmying vaiue at end of cument period (Lines 1+2+3+4+5-6-7+8-9), 5,852,356 676,318
11. Deduct total nonadmitted | |
|
12. Statement value at end of cument period | Line 10 minus Line 11).. | - 5,852,356 | 678,318 |

Qsios



sistamant or Jna 30, 2081 e FLORIDA SPECIALTY INSURANCE COMPANY

Sch.A-Pt. 2
NONE

Sch.A-Pt. 3
NONE

Sch.B - Pt. 2
NONE

Sch.B -Pt. 3
NONE

Sch. BA - Pt. 2
NONE

Sch.BA-Pt. 3
NONE

Sch.D-Pt. 3
NONE

QE01, QE02, QE03, QE04
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statamentfor e 30, 201810 FLORIDA SPECIALTY INSURANCE COMPANY

Sch.DB-Pt. A-Sn. 1
NONE

Sch.DB -Pt.B - Sn. 1
NONE

Sch.DB -Pt. D - Sn. 1
NONE

Sch.DB-Pt.D -Sn. 2
NONE

Sch. DL - Pt. 1
NONE

Sch. DL - Pt. 2
NONE

QE06, QE07, QEDS, QEQ9, QE10, QE11



Stement o June 2, 2018 of e FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE E - PART 1 - CASH
Month End Depository Balances

1 5 " Book Halanoe B Endi of Each [
o Morth Duris; Cunent Quarier
6 7 ]
Dapndery Cods AntMonth | GoondMonth | Thid Month :
Dpah Dag ohtorles o ) ) i i
Fith Third - Premiams IV, OH.—..comcrmmrmsons | s | st | | e e 385075 | 3320980 | .. 3FWATD XK |
Fith Thir - Oparmiony Cincinna, OH, e QT | s A IOV | e SO55 | R
Fit: Thir - Claers Cincinat, GH. 2000
SunTrust Bank - Premiums Aenta, GA. T Y e
| SunTrust Bank - Claims Atientz, GA. | 1803410y 300K
SunTrust Trust Account Atanta, GA, c. e A RSO | 300X
SunTrust Bank - CC Deposlts Agantz, GA, 0
iuS Bank. Homewood, AL X
1193999 Total Cpen Depowinries 1000
0299609, Total Cash on Deosit T 00
£ 059099, Vot@! Coah .o Lo
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FINAL:
April 9, 2019

RENEWAL RIGHTS AGREEMENT
by and between
PEQPLE’S TRUST INSURANCE COMPANY
and
FLORIDA SPECIALTY MANAGING GENERAL AGENCY, LLC
Dated as of April 9, 2019
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RENEWAL RIGHTS AGREEMENT

This RENEWAL RIGHTS AGREEMENT (this “Agreement”), dated as of April 9, 2019
(the “Effective Date”), is made by and between People’s Trust Insurance Company, a stock
property and casualty insurance company domiciled in Florida (“PTIC™ and Florida Specialty
Managing General Agency, LLC, a Florida limited liability company (“Florida Specialty”).
Each of PTIC and Florida Specialty are sometimes collectively referred to herein as the “Parties”
and individually as a “Party.”

RECITALS

WHEREAS, Florida Specialty has issued the In-Force Policies (as defined herein) on
behalf of its affiliate, Florida Specialty Insurance Company (the “Company™); and

WHEREAS, PTIC wishes to acquire and Florida Specialty desires to sell the Renewal
Rights (as defined herein) with respect to the In-Force Policies on the terms and subject the
conditions of this Agreement.

NOW THEREFORE, in consideration of the mutual covenants, conditions and an
exclusive agreements set forth herein and for other good and valuable consideration, the receipt
and sufficiency of which are hereby acknowledged, the Parties agree as follows;

ARTICLE 1
DEFINITIONS

Section 1.1  Definitions. For purposes of this Agreement, the following terms shall
have the respective meanings set forth below:

“Affiliate” means, with respect to any Person, any other Person that directly or indirectly,
through one or more intermediaries, controls, is controlled by, or is under common control with,
such Person. For purposes of this definition, “control,” when used with respect to any Person,
means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of such Person, whether through the ownership of voting securities, by
contract or otherwise; and the terms “controlling” and “controlled” have correlative meanings to
the foregoing, :

“Agreement” has the meaning set forth in the preamble hereto.
“Business” means the development, marketing, underwriting, - issuance, sale,

administration, renewal, reinsurance or servicing of homeowners’ insurance policies on policy
form HO3 as currently or previously conducted by Florida Specialty and its Affiliates.

“Business Day” means any day other than a Saturday, Sunday or other day on which
banking institutions in the State of Florida are required or authorized by Law or executive order to
be closed.

“Company” has the meaning set forth in the preamble hereto.

LEQAL0888725\1



“Confidential Information” has the meaning set forth in Section 4.2.

“Encumbrance” means any charge, claim, community property interest, condition,
easement, covenant, contract, agreement, understanding, commitment, warrant, demand,
encumbrance, equitable interest, lien, mortgage, charge, option, purchase right, pledge, security
interest, right of first refusal, or other rights of third parties or restrictions of any kind, including
any restriction on use, voting, transfer, receipt of income or exercise of any other attribute of
ownership.

“Florida Specialty” has the meaning set forth in the preamble hereto.

“Governmental Authority” means any federal, national, foreign, state, provincial,
municipal or local or any supra-national government, political subdivision, governmental,
legislative, judicial, regulatory or administrative authori , instrumentality, agency, body or
commission, board, self-regulatory organization or any court, tribunal or judicial body of
competent jurisdiction or any arbitrator or arbitration panel.

“In-Force Policies” means the homeowners insurance policies written on policy form HO3,
issued by Florida Specialty covering properties located in the State of Florida and in effect on the
Effective Date,

“Law” means any federal, state, local or foreign law, statute, common law or any rule,
regulation, ordinance, license or permit of any Governmental Authority or any Order,

_“Order” means any order, writ, judgment, injunction, decree, stipulation, determination or
award entered by or with any Governmental Authority.

“Person” means any individual, corporation, partoership, association, limited liability
company, frust, estate, unincorporated organization, Governmental Authority or other entity or any
group comprised of two or more of the foregoing.

“BTIC” has the meaning set forth in the preamble hereto.

“Renewal Rights” means all of Florida Specialty’s and any of its Affiliate’s tights to offer,
quote and solicit the renewals of the In-Force Policies, including the rights to solicit replacement
insurance coverage upon expiration of the terms of such In-Force Policies.

ARTICLE 2
PURCHASE AND SALE OF RENEWAL RIGHTS

Section 2.1  Purchase and Sale of Renewal Rights.

(8)  Promptly following the Effective Date, and subject to any approvals
required of applicable Governmental Authorities, (i) Florida Specialty shall commence sending
holdess of In-Force Policies (the “Florida Special ty Policyholders™) as menaging general agent of
the Company a written notice that such policy is not being renewed (the “Non-Renewal Notice™)
and (ii) PTIC shall send each holder of an In-Force Policy a written quote (the “Replacement

LEGALM0588725\1



Quote”) to issue a new policy upon the expiration of the In-Force Policy (the “Replacement
Policy™). This is subject to underwriting and inspection by PTIC. The form of the Non-Renewal
Notice and Replacement Quote shall be subject to the mutual agreement of the Parties and be
issued and sent concurrently, which agreement shall not be unreasonably conditioned, withheid
or delayed, Rates offered by PTIC for the Replacement Policy shall be based on PTIC s current
rates.

(b)  Fora period of two-years from the Effective Date, PTIC shall not provide
any information concerning the identity of the Florida Specialty Policyholders to any Person for
the purpose of allowing such Person to sell or solicit insurance from a Florida Specialty
Policyholder except as provided in Section 2.1(a) hereof.

Rights as provided in this Agreement, and subject to the conditions set forth herein, PTIC shall
pay Florida Specialty an amount equal to 2.75% of the earned premium on all Replacement
Polictes and excludes policy fees, surcharges and assessments (the “Purchase Price™). Within
fifteen (15) days following the end of each calendar quarter after the Effective Date, PTIC shail

Section2.3  Wire Transfer Instructions. The Purchase Price shall be paid by wire
transfer of immediately available funds to an account designated in writing by Florida Specialty.

ARTICLE 3

REPRESENTATIONS AND WARRANTIES
Section 3.1 Legal Capacity: Valid and Binding Obligation.

(8)  Each Party hereby represents and warrants to each other Party solely as to
itself that: (i) it is duly organized, validly existing and in good standing under the Laws of its
jurisdiction of organization; (ii) it has the full power and authority under its organization
documents to execute this Agreement; (iii) it has made all filings and provided all notices and

or governmental rule, regulation or policy statement or of its certificate of incorporation or other
comparable organizational documents or any agreement, contract, Order or other instrument
binding upon it; (v) this Agreement is enforceable against it in accordance with its terms, except
that such enforcement may be subject to applicable bankruptey, insolvency or other similar laws,
now or hereafter in effect, affecting creditors rights generally, and the remedy of specific
enforcement and injunctive and other forms of equitable relief may be subject to equitable
defenses and 1o the discretion of the court before which any proceeding therefore may be
brought; and (vi) this Agreement has been duly executed and delivered on behalf of it.

LEGALWD588725\



Section 3.2  Additional Florida Specialty Representations and Warranties. Florida
Specialty represents and warrants to PTIC as follows:

(8)  The true and correct list of the In-Force Policies as of February 28, 2019
along with details identifying such In-Force Policies (including a listing of the producer, the
named insured, the policy number, the effective date, the type of policy and the premium) will be
supplied to PTIC electronically,

(b)  The true and correct list of the insurance agents, brokers and other
producers that produced the In-Force Business will be supplied to PTIC electronically. ‘

- ARTICLE 4
-GENERAL PROVISIONS
Section 4.1  Fees and Expenses. Except as otherwise provided herein or therein, all

costs and expenses incurred in connection with this Agreement and the transactions
contemplated hereby and thereby shall be paid by the Person incurring such costs and expenses.

Section4.2  Further Actions. Subject to the terms and conditions of this Agreement,
the Parties shall execute and deliver, or shall cause to be executed and delivered, such documents
and other papers and shall take, or shall cause to be taken, such further actions as may be
reasonably required to carry out the provisions of this Agreement and give effect to the
transactions contemplated hereby and thereby.

Section4.3  Notices. All notices or other communications required or permitted to be
given hereunder shall be in writing and shall be delivered by hand, sent by facsimile or email,
and sent, postage prepaid, by U.S. registered, certified, or €Xpress mail, or reputable overnight
courier service, and shall be deemed given, if delivered by hand, when so delivered, or if sent by
facsimile or e-mail, when received, or if sent by mail, four (4) Business Days after mailing (two
(2) Business Days in the case of express mail), or if sent by overnight courier service, one (1)
Business Day after delivery to such service, as follows:

if to PTIC, to:

People’s Trust Insurance Company

18 People’s Trust Way .

Deerfield Beach, FL. 33441

Email: Bfrankel@pti.insure

Attention: Mr. Brett Frankel, General Counsel

if to Florida Specialty, to:

Florida Specialty Managing General Agency, LLC
1 South School Ave., #900

Sarasota, F1, 34237

Email: spatschak@floridaspecialty.com
Attention: Ms. Susan J. Patschak, CEO

LEGALM0388725\1



Any Party may change the address to which notices and other communications are to be
delivered or sent by giving the other Parties notice in the manner herein set forth,

Section4.4 Interpretation. When a reference is made in this Agreement to an Article,
a Section, a clause, an Exhibit or an Appendix, that reference is to an Article, a Section ora
clause of, or an Exhibit or an Appendix to, this Agreement unless otherwise indicated. The
headings contained in this Agreement are for reference purposes only and will not affect in any *
way the meaning or interpretation of this Agreement. Whenever the words “include,” “includes”

Agreement. Any reference to “days” means calendar days unless Business Days are expressly
specified. If any action under this Agreement is required to be done or taken on a day that is not
a Business Day, then such action shall be required to be done or taken not on such day but on the
first succeeding Business Day thereafier. “Writing,” “written” and comparable terms refer to
printing, typing and other means of reproducing words (including electronic media) in a visible
form. References from or through any date mean, unless otherwise specified, from and including
or through and including, respectively. This Agreement is to be construed without regard to any
presumption or rule requiring construction or interpretation against the Party drafting or causing
any instrument to be drafted. References to any statute, listing rule, rule, standard, regulation or

from time to time. References to any section of any statute, listing rule, rule, standard, regulation
or other Law will be deemed to include any successor to such section. References to “§” or
“dollars” are references to United States dollars.

Section4.5  Entire Agreement: Third-Party Beneficiaries.

between them with respect to the subject matter of this Agreement and that there are no oral,
implied or prior written agreements or understandings except those specifically set forth herein.

(b)  This Agreement is for the sole benefit of the Parties to this Agreement and
their heirs, executors, administrators, successors and assigns and nothing in this Agreement,
express or implied, is intended to or shall confer upon any other Person any legal or equitable
right, benefit or remedy of any nature whatsoever under or by reason of this Agreement.

Section4.6  Governing Law. This Agreement shall be governed by, and construed and
interpreted in accordance with, the laws of the State of Florida (including its statutes of
limitations or repose) without giving effect to principles of conflicts of laws that would compei
the application of the laws of another jurisdiction.

5
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Section 4.7  Jurisdiction. Any suit, action or proceeding arising out of, in connection
with or in any way related to this Agreement shall be brought in a court of competent jurisdiction
sitting in Broward County, Florida, and each of the Parties hereby irrevocably consents and
submits to the exclusive jurisdiction of such courts (and of the appropriate appellate courts
therefrom) in any such suit, action or proceeding and irrevocably waives any objection that it
may now or hereafter have to the laying of the venue of any such suit, action or proceeding in
any such court or that any such suit, action or proceeding brought in any such court has been
brought in an inconvenient forum. Process in any such suit, action or proceeding may be served
on any Party anywhere in the world, whether within or without the Jurisdiction of any such court.
Each Party imevocably consents and agrees to service of process in the manner provided for
notices in Section 4.3 above, or in any other manner permitted by applicable Law,

Section 4.8 . Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT
ISLIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES AND, THEREFORE,
EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES
ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY
ACTION OR LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF, IN
CONNECTION WITH OR IN ANY WAY RELATED TO THIS AGREEMENT ORTHE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.

Section4.9  Assignment. Neither this Agreement nor any of the rights, interests or
obligations under this Agreement shall be assigned, in whole or in part, by operation of Law or
otherwise by any Party without the prior written consent of the other Party, and any such
assignment that is not consented to shall be null and void. No assignment by any Party shall
relieve such Party of any of its obligations hereunder. Subject to the foregoing, this Agreement
shall be binding upon, inure to the benefit of, and be enforceable by, the Parties and their
respective heirs, executors, administrators, successors and assigns.

Section 4.10  Severability: Amendment and Waiver.

(@)  Whenever possible, each provision or portion of any provision of this
Agreement shall be interpreted in such manner as to be effective and valid under applicable Law,
but if any provision or portion of any provision of this Agreement is held to be invalid, illegal or
unenforceable in any respect under any applicable Law or rule in any jurisdiction, such
invalidity, illegality or unenforceability shall not affect any other provision or portion of any
provision in such jurisdiction, and this Agreement shall be reformed, construed and enforced in
such jurisdiction as if such invalid, illegal or unenforceable provision or portion of any provision

had never been contained herein.

(b)  This Agreement may be amended only by a written instrument signed by
each of the Parties. The terms of this Agreement may be waived only by the Party waiving
compliance.

{©)  No delay on the part of any Party in exercising any right, power or
privilege hereunder shall operate as a waiver thereof, nor shall any waiver on the part of any
Party of any right, power or privilege, nor any single or partial exercise of any such right, power
or privilege, preclude any further exercise thereof or the exercise of any other such right, power
or privilege.

LEGALW0588725\]



Section4.11  Survival of Certain Claims. Representations and Warranties. The
Tepresentations, warranties, covenants and agreements contained in this Agreement shall survive
the execution of this Agreement; provided that if a representation, warranty, covenant, provision

or agreement has a survival date specified in this Agreement, such date shall not be modified as a

Section4.12 Counterparts. This Agreement may be executed in one or more
counterparts and when executed will be deemed to be an original but all of which taken together
will constitute one and the same agreement, Delivery of an executed counterpart of a signature
page to this Agreement by facsimile or other means of electronic transmission shall be as
effective as delivery of a manually executed counterpart of any such agreement,

[Remainder of this page intentionally left blank])
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be signed by their
duly authorized officers or signatories, all as of the date first written above,

PEOPLE’S TRUST INSURANCE COMPANY

——*-'—’—’_'(’*‘) 'H"F/

By /g ;‘<"é/{1 -
Neme: T4 4L ax #EL
Title: Coco

FLORIDA SPECIALTY MANAGING
GENERAL AGENCY, LLC

.(‘

By ;ﬁjéf;d‘--:u[\}éxﬁ-:{f{d/‘f__
‘Name: Sviad T. ﬁ"l"s’cﬁﬂ-h
Title: <£¢
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Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

PROPERTY AND CASUALTY COMPANIES - ASSOCIATION EDITION
| R R S RO

*»+ 1724820 9001012

QUARTERLY STATEMENT

As of June 30, 2019
of the Condition and Affeirs of the

FLORIDA SPECIALTY INSURANCE COMPANY

NAIC Group Codg..... 0, NAIC Company Code..... 17248 Employer's ID Number..... 47-0705955
(Gument PGMJ {Prior Pericd)
Organizad under the Laws of FL Statte of Domiclle or Port of Entry FL Country of Domicte  US
Incorporated/Qrganized. .. June 10, 1987 Commsnced Business..... July 17, 1867
Statulory Homs Office 1 8 School Ave, Suite 800 .. Sarasota ., FL .. US .. 34237-8014
(Strastand Number) Gl or Towen, Siats, Counliy end 2jo Coda)
Maln Administrative Office 18 Schaol Ave, Sulte B00 ., Sarasota .. FL ., US ., 34237-8014 941-210-5670
(Strsat and Numbag  (Cy or Town, Stats, Country and Zjp Code) {Arex Gods) {Telephons Nombsi)
Mail Address 1 8 School Ave, Suite 900 .. Sarasota . FL .. US .. 34237-6014
{Siraet and Numberar P. O, Box)  (Cly o Tawn, Staty, Couniry and Zip Cads)
Primary Location of Books and Records 1 § School Ave, Sulte 800 .. Sarasofa .. FL .. US ., 34237-6014 T 841-210-5674
{Sboot and Nurmbe)  (Cly or Town, Stala, Coundry snd Zip Code) {Aran Cods) {Telephone Number)
Intemet Web Site Address WWW.FLORIDASPECIALTY.COM
Statutory Statement Conlact LAURA REAY LOPEZ 941-210-5073
{Nama) {Aroa Cods) {Telanhone Number) (Exisnsion}
LLOPEZ@FLORIDASPECIALTY.COM 941-330-8761
(E-Mok Adchess) {Fax Numbes)
OFFICERS
Name Tile Nams Title
1, SUSAN JEAN PATSCHAK CEO AND SECRETARY 2
3. 4
DIRECTORS OR TRUSTEES
SUSAN JEAN PATSCHAK ALEX BLUMENFRUCHT VINCENT THOMAS ROWLAND, JR YAAKOV BEYMAN
§tate Ofve  Flovida

Countyof...  Sarasola

The officers of this reparting entity being duly sworm, each depesa and say thet they are the described officers of said reporting enfity, and Sal o the reporting pertod
slaied ghove, & of the hereln described assets wers the sheokute properly of the said reporting entity, free and Clear from any liens or ciaims therson, gxcept 23
hereln stated, and that this stabamend, together with refated exhibils, schedufes end expianations thansin contained, annexed or rafemred to, Is a fisl and true stalemant
of al the agsets and kabillfas and of the condiion and sffairs of the sald reperting entily es of the reporting period stated sbove, and of ils income and deduslions
therefrom for the period snded, and have been completed In accordanca with the NAIC Anaval Stefsment Inatructions and Accounting Prachices end Procedines
manuzl except ko the extent that: (1) state law may differ; or, {2) thel state ndas or regulations require differences in teporfing not related to accounting practicas and
procedures, actording fa the best of thalk Information, knowledge and bellef, respecively. Fuithermore, the scops of this attestation by the desaibed officers also
Includes the related eomesponding electronic fiing with e NAIC, when required, that ks 20 exact copy (except for Formating differences due to electronic fillag) of e

w:mmmqbemmthyvnhlmmﬁhshlwdcrhddﬂmhﬂanaan
meature) T (Signatre] o {Signature)

{Signature|
SUSAN JEAN PATSCHAK )
1. (Prited Name) 2, {Prinied Noia) 3. (Printed Name)
CED AND SECRETARY - _— S -
(Thle) {Tha) (Tide}
Subscrited end swom to before me a. ts fhis an original Yes (X] No
This l_?f ., darof s DOV 0\8 b. ifno: rmm@u:mmmmmm _ oo et
(L4 2. Ditefied
P“L‘ %fl — anmterofpaaessmdred
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Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

Arvual Smtementfor e year 20160t FLORIDA SPECIALTY INSURANCE COMPANY
FIVE-YEAR HISTORICAL DATA

Show amounts in whole dollars only, na cents; show percentages to ane decimal place, i.e. 17.6.

1
2018

2
2017

L= = I N R

~

24,
23.
2.
25,
26.
27

28.
26,

3t

33,

35.
36.

s8R

a1,

. Liability lines {Lines 11.1, 11.2, 16, 17.1, 17.2, 17.3, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4).......
. Property lines (Lines 1, 2, 0, 12, 21 & 26},
. Property and llabiity combined fines (Lines 3, 4, 5, 8, 22 & 27)...
. All other lines {Lines €, 10, 13, 14, 15, 23, 24, 28, 28, 30 & 34),

. Tolal (Lina 35).

. Liability lines (Lines 11.1, 11.2, 16, 17.1, 17.2, 17.3, 18.1, 1B.2, 19.1, 19.2 & 10.3, 19.4)......
B. Propery lines (Lines 1, 2, 9, 12, 21 & 28).
. Property and fiabllity combined lines {Lines 3, 4, 5, 8, 22 & 27),
. All other lines {Lines B, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34),
. Nonproportiona! reinsurancs lines {Linea 31, 32 & 33)
. Total {Line 35)

. Net underwriting gain (loss) {Lina 8),
. Net investment gain (loss} {Line 11},

. Dividends to policyholders (Line 17)
. Federal and foreign income taxes incurred (Ltne 19}
. Net income (Line 20).

. Total admitted assels excluding protected cell business (Page 2, Line 26, Cal. 3).
. Premiurns and considerations {Page 2, Col. 3):

. Bonds (Line 1)

. Cash, cash equivalants and short-term investments (Line 5

. Other invested assets (Line 8)

. Securilies lending reinvested collateral assels (Line 10).
. Agaregate writeIns for invested assets (Line 11)

. Afflliated bonds (Sch. D, Summary, Line 12, Cal. 1),
. Affliated preferred stocks {Sch. D, Summary, Line 18, Col. 1),
. Affilated common stocks (Sch. D, Summary, Line 24, Col. 1),
. Affiliated short-term investmanits

. Affitated morigage loans on real eslate.
. All other affiliated

. Total of abova lines 42 to 47.
. Total investment in parent included in Lines 42 to 47 above

. Parcentage of invastmanis In parent, subsidiaries and affilates to surlus

Gross Premiums Written (Page 8, Part 1B, Cols. 1,2 & 3)

3
2016

4
2015

3,882

04,046,458 | ..

......... 70,354,672

Nonproporional relnsurance kines (Lines 31, 32 & 33).

Net Premlums Written (Page 8, Part 1B, Col. 6)

84,646,458 | ........

69,268,711 | ....

Jo—r

4771

|

(6.422,089)| ....

7,885,041

:
L

Statement of Income (Page 4)

.......... (6,422,089)

171,960

816,776 | .

werred9 640,223

{7.574,098)
374,820

7,889,812

367,226

....... 18,102,002

......... 6,132,138
421,128

321,818

Total other income (Une 15}

91,814

94,563

21,714

83610

Balance Shest Lines (Pages Z and 3)

20.1 n course of collection {Line 15.1),
20.2 Defemed and not yet due (Line 15.2).

......... 1410554 |

........... 5,621,347

31,094,661 | ....

20.3 Accrued relrospective p {Line 15.3).

......... (7,107 466)

wonens57,039,880

........ 39,011,679

.1,415,083

367,200
1,468,798

e B4 |

Total iabilities excluding protected osf busiEss (Pge 3, LINE 26)..w..vsmmmmumommresmon |

...... ..14,484,962 | .........

3,816,133

1,589,053

30,510,518 | .....

. Logsas (Page 3, Line 1), |

Loss adjustment expenses {Page 3, Line 3).
Uneamed premiums (Page 3, Line 9).

..1,735,.220
{7510,858)
2,000,000

207,783

101,691

. 36,748,340 | ........
2,812,030 | ..........

cnenn 18,207,834
e 733,050
557,800

.......... 6,954,975
2,000,000

< 14,080,989
2 (100,000

Capital pald up (Page 3, Lines 30 & 31).
Surplus as regards policyholders (Page 3, Line 37).
Cash Flow (Page 8)

Net cash from opesations (Line 11).

Risk-Based Capltal Analysis

Total adjusted capital
Authorized eontrol level riak-based capital |

werr 16,609,898 | ...

....... (14,895,764)) ...

e 15,013,134
5,294,987

Percentage Distribution of Cash, Cash Equivatents and Invested Assets |
(Page 2, Col. 3) (Item divided by Page 2, Line 12, Col. 3)x 100.0 |

15,013,134 | .......

-...10,824,801

cene 2,260,551
........ -.£4,256,908

51.0

558

32,214,881

3,180,151

Stocks (Lines 2.1 8 2.2).

. Morigage loane on real estate (Lines 3.1 & 3.2)

Real estsle (Lines 4.1,4.2 & 4.3)

26.6

43.0

42

57.2

Contract loans {Line 6)

Derivatives {Line 7)

Recatvables for securiies (Line 8)

Cash, cash squivalents and invested assets (Line 12)

100.0

1000

100.0

100.0

1000

Investments in Parent, Subaldlarios and Affiliatas

{subtotals included in Schedule DA, Verification, Column 5, Line 10).

=]

_as rsgards volicyholders (Line 48 above divided by Page 3 Cal. 1, Line 37 x 100.0)

0.0

Depcrbmm& Ehibit B
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Al Statement for e year e ofve. FLORIDA SPECIALTY INSURANCE COMPANY

FIVE-YEAR HISTORICAL DATA
{Continued)

1
2018

2017

28I HE

ag2a

51.
52,
. Changa in surplus as ragards policyholdars for the ysar (Line 38),

. Liabliity fnes {Linea 11.1, 11.2,16, 17.1, 17.2, 17.3, 18.1, 18.2, 10.1,10.2 & 19.3, 10.4).......
. Proparty lines (Lines 1, 2,9, 12,21 & 26)
. Property and llabilfty combined lines (Lines 3, 4, 5, 8, 22 & 27),
. Aliather lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 28, 30 & 34)
. Nonproportional reinsurance lines (Lines 31, 32 & 33) =
. Tols! (Line 35)

. Liability lines (Lines 11.1, 11.2, 16, 17.1, 172, 17.3, 18.1, 182, 19.1, 192 £ 19.3, 19.4).......
. Property lines (Lines 1,2, 9, 12, 21 & 26)
. Proparty and lability combined lines (Lines 3, 4, 5, 8, 22 & 27).
. Allother lines (Lines 8, 10, 13, 14, 15, 23, 24, 28, 28, 30 & 34),
4.
. Total {Line 35},

. Premiums eamed (Line 1)
67,
. Loss expenses incued {Line 3)
9.
70.

n,

72,

74,

75.

6.

.

Capltal and Surplus Accounts (Page 4)
Nat unreaiized capltal gains (losses) (Line 24).

(51,828)

770

Dividends to stockholders {Line 35},

Gross Losses Paid (Page 9, Part 2, Gols. 1 & 2)

1,506,564 | -.......

ETHTY e

(5,734,109) .

53974270 | .........

18878478 | .

Net Losses Paid (Page 9, Part 2, Gal, 4)

|
e S3ITA2T0 | ...

16,879,478

werneennn5,942,786

.......... 4828,518

5819987 | .........

14,544,915 | .......

11,442,53¢%

Nenproportional reinsurance fings (Lines 31, 32 & 33)

5,818,987 | .......

Operating Percentages {Page 4)
{ltem divided by Page 4, Line 1} x 100.0

100.0

14,541,915 | ...

1000

11,442,539

100.0

100.0

75.1

84.5

365 |

Losses incurred {Line 2)

206

72

3.7

49

Other underwriting expensea incurmed {Line 4).

15.9

54.9

48.1

376

Net underwriting gain {ioss) {Line 8),

114

(26.6)

(28)

1.7

32.7

Other Percentages
Other undarwriing exp to nat premiums written (Page 4, Lines 4 + 5 - 1§
divided by Page B, Part 18, Col. 8, Line 35 x 100.0),

254

728

516

93.8

389 |

Losses and loss expansas incurred to premiums eamed

1045

58.4

40.2 |

297

(Page 4, Lines 2 + 3 divided by Page 4, Line 1 x 100.0)

. Net prsmiums written to poficyholders’ surplus (Page 8, Part 18,

Col. 8, Line 35, dvided by Page 3, Line 37, Col. 1 x 100.0).

(38.7)

1183

148.1 |

30.3

58.2

One Year Loss Devalopment (5000 omittad) |

Developmant in esimated lossas and loss expenses incurred prior
to current year (Schedule P, Part 2-Surnmary, Line 12, Col. 11) |

4451

1,096

(55)

{261)

Percant of development of losses and logs expenses incurred to policyholders' surplus

29.6

52

{19

of prior year-end (Line 74 above divided by Page 4, Line 21, Col. 1 x 100)
Two Year Loss Development ($000 omitted)

Developmant n astimated losaes and loss expensss Inourred 2 years before the
current year and prior year (Schedule P, Part 2-Summary, Lins 12, Col. 12).

1213 |

462

{0.2)

(156)

{0.8)

(546)

{#1)

Parcant of development of losses and loss expenses incumred to
reportad policyholders' surplus of second prior-year end

80!

18

0.5

1.9

104

Lina 76 above divided by Fage 4, Line 21 Col, 2 x 100.0) |

If a party to a merger, have the two most recent years of this exhibit been restaied due to a merger In compliance with the disciosure requirements of
SSAP No. 3, Accounting Chenges and Correction of Erors?
if no, please explain;

Yes[ 1 NoiX]

18



Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

Rec'vd by
Paragen
1-31-19

STATE BOARD OF ADMINISTRATION oOvEOn
OF FLORIDA S
JIMMY PATRONIS
1801 !ﬁkl\‘MITA(;EéE leétg\lr{i\gra g;j;;m 100 CIIIEF PINANCIAL, OFFICER
(850} 4854406 ATTORNEY CENESAL
BOX 13300 ASIIBEL € WILLIAMS
gtk AT eI
REIMBURSEMENT CONTRACT
Effective: June 1, 2019
(“Contract”)
between
FLORIDA SPECIALTY INSURANCE COMPANY
(*Company™)
NAIC # 17248
and

THE STATE BOARD OF ADMINISTRATION OF THE STATE OF FLORIDA (“SBA”)
WHICH ADMINISTERS THE FLORIDA HURRICANE CATASTROPHE FUND (*FHCF")

PREAMBLE

Section 215,555, Florida Statutes creates the FHCF and directs the SBA to administer the FHCF. This
Contract, consisting of the principal document entitled Reimbursement Contract, addressing the mandatory
FHCF coverage, and Addends, is subject to Section 215.555, Florida Statutes, and to any administrative
rule adopted pursuant thereto, and s not intended to be in conflict therewith. All provisions in the principal
document are equally applicable to each Addendum unless specifically superseded by one of the Addenda.

In consideration of the promises set forth in this Contract, the parties agree as follows:
ARTICLE I - SCOPE OF AGREEMENT

As a condition precedent to the SBA’s obligations under this Contract, the Company shall report to the
SBA in a specified format the business it writes which is described in this Contract as Covered Policies.
The terms of this Contract shall determine the rights and obligations of the parties. This Contract provides
reimbursement to the Company under certain circumstances, as desoribed herein, and does not provide or
extend insurance or reinsurance coverage to any person, firm, corporation or other entity. The SBA shall
reimburse the Company for its Ultimate Net Loss on Covered Policies, which were in force and in effect at
the time of the Covered Event causing the Loss, in excess of the Company's Retention as a result of each
Covered Event cotmmencing during the Contract Year, to the extent funds are available, all as hereinafter

defined.
ARTICLE II - PARTIES TO THE CONTRACT

This Contract is solely between the Company, an Authorized Insurer or any entity writing Covered Policies
under Section 627.351, Florida Statutes, in the State of Florida, and the SBA. In no instance shall any

1 FHCF-2019K
Rule 19-8,010 F.A.C,
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insured of the Company, any claimant against an insured of the Company, or any other third party have any
rights under this Contract, except as provided in Article XV. The SBA will disburse funds only to the
Company, except as provided for in Article XV. The Company shall not, without the prier approval of the
Florida Office of Insurance Regulation, sell, assign, or transfer to any third party, in return for a fee or other
consideration any sums the FHCF pays under this Contract or the right to receive such sums.

ARTICLE Il - TERM; EXECUTION

(1) Term
This Contract applies to Losses from Covered Events which commence during the period from

12:00:01 a.m., Eastern Time, June 1,2019, to 12:00 midnight, Eastern Time, May 31, 2020 (the
“Contract Year”). The SBA shzll not be liable for Losses from Covered Events which commence after
the effective time and date of expiration or termination. Should this Contract expire or terminate while
a Covered Event is in progress, the SBA shail be responsible for such Covered Event in progress in the
same manner and to the same extent it would have been responsible had the Contract expired the day
following the conclusion of the. Covered Event in progress.

(2) Mandatory Nature of this Contract

(a) Statutory Requirement
This Contract has been adopted as part of Rule 19-8.010, Florida Administrative Code (F.A.C.), in
fulfillment of the statutory requirement that the SBA enter into a Contract with each Company
writing Covered Policies in Florida. Under Section 215.555(4)(a), Florida Statutes, the SBA must
enter into such a Contract with each such Company, and each such Company must enter into the
Contract as & condition of doing business in. Florida. Under Section 215.555(16)(c), Florida
Statutes, Companies writing Covered Policies must sxecute the Contract by March I of the
immediately preceding Contract Year,

(b) Duty to Provide a Fully and Timely Executed Copy of this Contract to the FHCF
Administrator
The Company must provide a fully executed copy of this Contract in electronic form to the
Administrator no later than the March | statutory deadline for execution, of, in the case of a8 New
Participant, no later than 30 days after the New Participant began writing Covered Policies.

(3) Contract Deemed Executed Notwithstanding Execution Errors

Except with respect to New Participants, this Contract is deemed to have been executed by the Company
as of the March | statutory deadline, notwithstanding the fact that the Coverage Level election in
Article XX(1)(b) may be invalid, and notwithstanding the fact that the person purporting to execute the
Contract on the part of the Company may have lacked the requisite authority., With respect to New
Participants, this Contract is deemed to have been executed by the New Participant as of the date on
which the New Participant began writing Covered Policies; coverage shall be determined as provided
in paragraphs (¢) and (d). Execution of this Contract by or on behalf of an entity that does not write
Covered Policies is void. If the Company failed to timely submit an exeouted copy of this Contract, or
ifthe executed Contract includes an invalid Coverage Level election under Article XX, the Company's
Coverage Leével shall be deemed as follows:

(a).For.a Company that is a member of a National Association of Insurance Commissioners (NAIC)

group, the same Coverage Level selected by the other Companies of the same NAIC group shall be
deemed., If executed Contracts for none of the members of an NAIC group have been received by
the FHCF Administrator, the Coverage Level from the prior Contract Year shall be deemed.

{b) For & Company that is not a member of an NAIC group under which other Companies are active
participants in the FHCF, the Coverage Level from the prior Contract Year shall be deemed.

{c) For a New Participant that is & member of an NAIC group, the same Coverage Level selected by
the other Companies of the same NAIC group shall be deemed,

2 FHCF-=2019K
Rule 19-8,010 F.A.C.
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(d) For a New Participant that is not 8 member of an NAIC group under which other Companies are

active participants in the FHCF, the 45%, 75% or 90% Coverage Levels may be selected if the
FHCF Administrator receives executed Contracts within 30 calendar days after the effective date
of the first Covered Policy, otherwise, the 45% Coverage Level shall be deemed to have been
selected,

ARTICLE IV - LIABILITY OF THE FHCF

¢V

@

3)

)

The SBA shall reimburse the Company with respect to each Covered Event commencing during the
Contract Year in the amount of Ultimate Net Loss paid by the Company in excess of the Company’s
Retention, as adjusted pursuant to the definition of Retentjon in Article V, multiplied by the applicable
Coverage Level, plus 5% of the reimbursed Losses as a Loss Adjustment Expense Allowance, the total
of which shall not exceed the Company's Limit.

Section 215, 555(4)(c)l Florida Statutes provides that the obligation of the FHICF with respect to all
Contracts covering a particular Contract Year shall not exceed the Actual Claims-Paying Capatity of
the FHCF up to a specified dollar limit.

In order to assure that reimbursements do not exceed the statutory limit on the obligation of the FHCF
pravided in Section 215.555(4)(¢)1., Florida Statutes, the SBA shall, upon the occurrence of a Covered
Event, evaluate the potential Losses to the FHCF and the FHCF’s capacity at the time of the event.
The initial Projected Payout Multiple used to reimburse the Company for its Losses shall not exceed
the Projected Payout Multiple as caleulated based on the capacity needed to provide the FHCF's
coverage. If it appears that the Estimated Claims-Paying Capacity may be exceeded, the SBA shall
reduce the projected payout factors or multiples for determining each participating insurer’s projected
payout uniformly among all insurers to reflect the Estimated Claims-Paying Capacity.

Reimbursement amounts shall not be reduced by reinsurance paid or payable to the Company from
other sources. Once the Company’s Limit has been exhausted, the Company will not be entitled to

further reimbursements,

ARTICLE V - DEFINITIONS
As used in this Contract, the following words and phrases are defined to mean:

m

@

(3)

O

Actual Claims-Paying Capacity of the FHCF

This term means the sum of the Balance of the Fund as of Degember 31 of a Contract Year, plus any
reinsurance purchased by the FHCF, plus the amount the SBA is able to raise through the issuance of
revenue bonds under Section 215.555(6), Florida Statutes.

Actuarially Indicated _

This term means an amount determined according to principles of actuarial science to be adequate, but
not excessive, in the aggregate, to pay current and future obligations and expenses of the fund,
mcludmg ‘additional amounts if needed to pay debt service on revenue bonds and to provide required
debt service coverage in excess of the amourits reqmred to pay actual debt service on revenue bonds,
and detérmined according to principles of actuarial science to reflect each insurei’s relative exposure
to hurricane losses.

Additional Living Expense (ALE) -

ALE Losses covered by the FHCF are not to exceed 40 percent of the insured value of a Residential

Structure or its contents based on the coverage provided in the policy. Fair rental value, loss of rents,
or business interruption losses are not covered by the FHCF.

Administrator i
This term means the entity with which the SBA contracts to perform administrative tasks sssociated

with the operations of the FHCF. The current Administrator is Paragon Strategic Solutions Inc., 8200
Tower, 5600 West 83" Street, Suite 1100, Minneapolis, Minnesota 55437. The teleptione number is
(800) 689-3863, and the facsimile number is (800) 264-0492,
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(5) Authorized Insurer
This term is defined in Section 624.09(1), Florida Statutes.
{(6) Balance of the Fund as of December 31 or Fund Balance
This term means the amount of assets available to pay claims resulting from Covered Events which
occurred during the Contract Year, not including any pre-event or post-event bonds, reinsurance, or
proceeds from other financing mechanisms.

(7) Borrowing Capacity o
This term means the amount of funds which are able to be raised by the issuance of revenue bonds or

through other financing mechanisms, less bond issuance expenses and reserves,

(8) Citizens Property Insurance Corporation (Citizens)
This term means Citizens Property Insurance Corporation as created under Section 627.351(6), Florida
Statutes. For the purposes of the FHCF, Citizens Property Insurance Corporation incorporstes two
accounts, (a) the coastal account and (b) the personal lines and commercial lines atcounts. Each
account is treated by the FHCF as if it were a separate patticipating insurer with its own reportable
exposures, Reimbursement Premium, Retention, and Ultimate Net Loss.

(9) Covered Event
This term means any one storm declared to be a hurricane by the National Hurricane Center which

causes-Insured losses in Florida. A Covered Event begins when a hurricane causes damage in Florida

while it is a hurricane and continues throughout any subsequent downgrades in storm status by the

National Hurricane Center regardless of whether the hurricane makes landfall. Any storm, including

a tropical storm, which does not become a hurricane is not a Covered Event.

(10) Coverage Level

This term means the level of reimbursement (90%, 75%, or 45%), as elected by the Company under

Article XX or deemed under Article I11(3), which is used in determining reimbursement under

Article IV.

(11) Covered Policy

(a) Covered Policy, as defined in Section 215.555(2)(¢), Florida Statutes, is further clarified to mean
only that portion of a binder, policy or.contract of insurance that insutes real or personal property
located in the State of Florida to the extent such policy insures a Residential Structure or the
contents of a Residential Structure, located in the State of Florida.

(b) Covered Policy also includes any collateral protection insurance policy coveting personal
residences which protects both the borrower's and the lender’s financial interest, in an amount at
least equal to the coverage for the dwelling in place under the lapsed homeowner's policy, if such
policy can be accurately reported as required in Section 215.555(5), Florida Statutes, A Company
will be deemed to be able to accurately report data if the required data, as specified in the
Premium Formula adopted in Section 215.555(5), Florida Statutes, are available.

(c) Covered Policy doss not include any policy or exposure excluded under Article V1.

(12) Deductible Buy-Back Policy
This term means & specific policy that provides coverage to a policyholder for some portion of the

policyholder’s deductible under a policy issued by another insurer.

(13) Estimated Claims-Paying Capacity of the FHCF
RIS eI THSarTs THE SN OF THE Projecten BRImnCE Or the FOnd 18 of December 3T 00 2 Conatr Y aar-—————==
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plus any reinsurance purchased by the FHCF, plus the most recent estimate of the Borrowing

Capacity of the FHCF, determined pursuant to Section 215.555(4)(c), Floride Statutes.

(14) Excess Policy
This term means, for the purposes of this Contract, a policy that provides insurance protection for
large commercial propetty risks and that provides a layer of coverage above a primary layer (which
is insured by a different insurer) that acts much the same as a very large deductible,

4 FHCF-2019K
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(15) Insurer Gromp
For purposes of the Coverage Level election in Section 215.555(4)(b), Florida Statutes, Insurer Group
means the group designation assigned by the National Association of Insurance Commissioners
(NAIC) for regulatory purposes. A Company is 2 member of a group as designated by the NAIC until
such Company is assigned another group designation or is no longer a2 member of a group.

(16) Limit
This term means the maximum amount that 8 Company may recover under this Contract, calculated
by multiplying the Company’s Reimbursement Premium by the Payout Multiple.

{17) Loss
This term means an incurred loss under a Covered Policy from a Covered Event, including Additional
Living Expenses not to exceed 40 percent of the insured value of a Residential Structure or its
contents and amounts paid as fees on behalf of or inuring to the benefit of a policyholder. The term
Loss does not include allocated or unallocated loss adjustment expenses orany item for which this
Contract does not provide reimbursement pursuant to the exclusions in Article VI.

(18) Loss Adjustment Expense Allowance
(a) The Loss Adjustment Expense Allowance is equal to 5% of the reimbursed Losses under this

Contract as provided in Article IV, pursuant to Section 215.555(4)(b)1., Florida Statutes.

(b) The Loss Adjustment Expense Allowance is included in, and not in additlon to, the Limit
applicable to a Company.

(19) New Participant
This term means a Company that begins writing Covered Policies on or after the beginning of the
Contract Year. A Company that removes Covered Policies from Citizens pursuant to an assumption
agresment effective on or after June 1 and had written no other Covered Policies before June 1 is also
considered a New Participant.

(20) Payout Multiple
This term means the multiple as calculated in accordance with Section 215.555(4)(c), Florida
Statutes, which is derived by dividing the actual single season Claims-Paying Capacity of the FHCF
by the total aggregate industry Reimbursement Premium for the FHCF for the Contract Year billed
as of December3l of the Contract Year. The final Payout Multiple is determined once
Reimbursement Premiums have been billed as of December 31 and the amount of bond proceeds has
been determined,

(21) Premium Formnla
This term means the Formula developed pursuant to Section 215. 555(5)(b), Florida Statutes, and
approved by the SBA Trustees for the purpose of determining the Actuarially Indicated
Reimbursement Premium to be paid to the FHCF.

(22) Projected Payout Multiple
The Projected Payout Multiple is used to calculate a Company’s projected payout pursuant to Section
2135.555(4)(d)2., Florida Statutes. The Projected Payout Multiple is derived by dividing the estimated
single season Claims-Paying Capacity of the FHCF by the estimated total aggregate industry
Reimbursement Premium for the FHCF for the Contract Year, The Company’s Reimbursement
Premium as paid to the SBA for the Contract Year is multiplied by the Projected Payout Multiple to
estimate the Company’s coverage from the FHCF for the Contract Year.

(23) Reimbursement Premium or Premium
These terms mean the amount to be paid by the Company, as determined by multiplying each $1,000
of insured value reported by the Company in accordance with Section 215.555(5)(b); Florida Statutes,
by the rate as derived from the Premium Formula, as described in Rule 19-8.028, F.A.C,

{24) Residential Structure
In general, this term means a unit or building used exclusively or predominantly for dwelling or
habitational occupancies, including the primary structure and appurtenant structures insured under

5 FHCF-2619K
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the same Covered Policy and any other structures covered under endorsements associated with the

Covered Policy covering the Residential Structure.

(a) With respect to a unit or home insured under a personal lines residential policy form, such unit
or home is deemed to have a habitational occupancy and to be a Residential Structure regardless
of the-term of its occupancy. ‘

{(b) With respect to a condominium structure or complex insured under a commercial lines policy,
such structure is deemed to have a habitational occupancy and to be a Residential Structure,
regardless of the term of occupancy of individual units.

(c) A single structure which includes & mix of commercial habitational and coinmercial non-
habitational occupancies, and is insured under a commercial lines policy, is considered a
Residential Structure if 50% or more. of the total insured value of the structure is used for
habitational occupancies.

(d) Residential Structures do not include any structures excluded under Article VI.

(25) Retention

This term means the amount of Losses from a Covered Event which must be incurred by the Company

before It is eligible for reimbursement from the FHCF,

(a) When the Company incurs Losses from one or two Covered Events during the Contract Year,
the Company’s full Retention shall be applied to each of the Covered Events.

() When the Company incurs Losses from more than two Covered Events during the Contract
Year, the Company’s full Retenition shall be applied to each of the two Covered Events causing
the largest Losses for the Company. For each other Covered Event resulting in Losses, the
Company's Retention shall be reduced to one-third of its full Retention.

1. All reimbursement of Losses for each Covered Event shall be based on the Compény’s full
Retention until December 31 of the Contract Year, Adjustments to reflect a reduction to one-
third of the full Retention shall be made on or after January 1 of the Contract Year provided
the Company reports its Losses as specified in this Contract.

2. Adjustments to the Company’s Retention shall be based upon its paid and outstanding Losses
as reported on the Company’s Proof of Loss Reports, but shall not include incurred but not
reported Losses. The Company’s Proof of Loss Reports shall be used to determine which
Covered Events constitute the Company’s two largest Covered Events. After this initial
determination, any subsequent adjustments shall be made quarterly by the SBA only if the
Proof of Loss Reports reveal that Joss development patterns have resulted in a change in the
.order of Covered Events entitled to the reduction to one-third of the full Retention.

(c) The Company’s full Retention is established in accordance with the provisions of Section
215.555(2)(e), Florida Statutes, and shall be determined by multiplying the Retention Multiple
by the Company’s Reimbursement Premium for the Contract Year.

(26) Retention Multiple
(2) The Retention Multiple is applied to the Company’s Reimbursement Premium to determine the
Company’s Retention. The Retention Multiple forthe 2019/2020 Contract Year shall be equal
to $4.5 billion, adjusted based upon the reported exposure for the 2017/2018 Contract Year to
reflect the percentage growth in exposure to the FHCF since 2004, divided by the estimated total
~industry_Reimbursement. Premjurn_at_the. 90%, Coverage Level for_the ContractYear. as

determined by the SBA.
{b) The Retention Multiple shall be adjusted to reflect the Coverage Level elected by the Company
under this Contract as follows:
1. If the Company elects the 90% Coverage Level, the adjusted Retention Multiple is 100% of
the aimount determined under paragreph (a);
2. [fthe Company elects the 75% Coverage Level, the adjusted Retention Multiple is 120% of
the amount determined under paragraph (a); or
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3. If the Company elects the 45% Coverage Level, the adjusted Retention Multiple is 200% of
thé amount determined under paragreph (a).

(27) Ultimate Net Loss

(2) This term means all Losses under Covered Policies in force at the time of a Covered Event prior
to the application of the Company’s Retention and Coverage Level, and excluding loss
adjustment expense and any exclusions under Article VI.

(b) In caleulating the Company’s Ultimate Net Loss, the amounts described in paragraph (a) shall
be reduced by the deductibles applicable under the policy to the hurricane loss, which must first
be applied to the portion of the Loss covered by the FHCF.

(c) Salvages and all other recoverles, excluding reinsurance recoveries, shall be first deducted from
such Loss to arrive at the amount of liability attaching hereunder,

(d) All salvages, recoveries or payments recovered or received subsequent to a Loss settlement
under this Contract shall be applied as if recavered or received prior to the aforesaid setflement
and all necessary adjustments shall be made by the parties hereto.

(¢) The SBA shall be subrogated to the rights of the Company to the extent of its reimbursement of
the Company. The Company agrees to assist and cooperate with the SBA in all respects as

- regards such subrogation. The Company further agrees to undertake such actions as may be
necessary to enforce its rights of salvage and subrogation, and its rights, if any, against other
insurers as respects any claim, loss, or payment arising out of a Covered Event.

ARTICLE VI-EXCLUSIONS
This Contract does not provide reimbursement for:

)
@
3
@

t)
)
Q)

@)
@)

Any losses not defined as being within the scope of a Covered Policy, including any loss other than a
loss under the first-party property section of a policy pertaining strictly to the structure, its contents,
appurtenant structures, or ALE coverage.

Any policy which excludes wind or hurricane coverage. -

Any Excess Policy or Deductible Buy-Back Policy that requires individual ratemaking, as determined

by the FHCF,

(a) Any policy for Residential Structures that provides a layer of coverage underneath an Excess
Policy issued by e different insurer;

(b) Any policy providing a layer of windstorm or hurricane coverage for a particular structure above
or below a layer of windstorm or hurricane coverage under a separate policy issued by a different
insurer, or any other circumstance in which two or more insurers provide primary windstorm or
hurricane coverage for a single structure using separate policy forms;

(¢) Any other policy providing a layer of windstorm or hurricane coverage for a particular structure
below a layer of self-insured windstorm or hurricane coverage for the same structure; or

(d) The exclusions in this subsection do not apply to primary quota share policies written by Citizens
Property Insurance Corporation under Section 627.351(6)(c)2., Florida Statutes.

Any liability of the Company attributable to losses for fair rental value, loss of rent or rental income,
or business interruption.

Any collateral protection policy that does not meet the definition of Covered. Policy as defined in
Article V(11)(b).

Any reinsurance assumed by the Company.

Hotels, motels, timeshares, shelters, camps, retreats, or other similar structures,

Retail, office, mercantile, or manufacturing facilities, or other similar structures,

(10) Any exposure for condominium or homeowner associdtions if no Residential Structures are insured

under the policy.
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(11) Commercial healthcare facilities and nutsing homes; however, a nursing home which is an integral
part of a retirement community consisting primarily of habitational structures that are not nursing
homes will not be subject to this exclusion.

(12) Any exposure under commercial policies covering only appurtenant structures or structures that do
not function as a habitational structure (¢.g., a policy covering only the pool of an apartment complex).

(13) Policies covering only Additionat Living Expense,

(14) Any exposure for barns or barns with apartments or living quarters.

(15) Any exposure for builders risk coverage or new Residential Structures under construction,

(16) Any exposure for vehicles, recreational vehicles, golf carts, or boats (including boat related
equipment) requiring licensing.

(17) Any liability of the Company for extra contractual obligations or liabilities in excess of original policy
limits. This exclusion includes, but is not limited to, amounts paid as bad faith awards, punitive
damages awards, or other coutt-imposed fines, sanctions, or penalties; or other amounts in excess of
the coverage limits under the Covered Policy.

(18) Any losses paid in excess of a policy’s hurricane limit in force at the time of the Covered Event,
including individual coverage limits (i.e., building, appurtenant structures, contents, and additional
living expense), or other amounts paid as the result of a voluntary expansion of coverage by the insurer,
including, but not limited to, a discount on or waiver of an applicable deductible, This exclusion
ineludes overpayments of a specific individual coverage limit even if total payments under the policy
are within the aggregate policy limit.

(19) Any losses paid under a policy for Additional Living Expense, written as a time element coveragg, in
excess of the Additional Living. Expense exposure reported for that policy under the Data Call for the
applicable Contract Year (unless policy limits have changed effective after June 30 of the Contract
Year).

(20) Any losses which the Company’s claims flles do not adequately support. Claim file support shali be
deemned adequate if in compliance with the Records Retention Requirements outlinéd on the Form
FHCF-L1B (Proof of Loss Report) applicable to the Contract Year,

(21) Any exposure for, or amounts paid to reimburse a policyholder for, condominium association loss
assessments or under similar coverages for contractual liabilities.

(22) Losses in excess of the aggregate limits of liability specified in Article IV and in Section 215.555(4)(c),
‘Florida Statutes.

(23) Any liability assumed by the Company from Pools, Associations, and Syndicates. Exception: Covered
Policies assumed from Citizens under the terms and conditions of an executed assumption agreement
between the Company and Citizens are covered by this Contract.

(24) All liability of the Company arising by contract, operation of law, or otherwise, from its participation
or membership, whether voluntary or involuntary, in any insolvency fund. “Insolvency fund” includes
any guaranty fund, insolvency fund, plan, pool, association, fund or other arrangement, howsoever
denominated, established or governed, which provides for any assessment of or payment or
assumption by the Company of part or all of any claim, debt, charge, fee, or other obligation of an

insurer-or-its-successors-or-assigns,-which-has-been-declared-by-any-competent-authority—to-be —

insolvent, or which is otherwise deemed unable to meet any claim, debt, charge, fee or other obligation
in whole or in part.

(25} Property losses that arc proximately caused by any peril other than a Cavered Event, including, but
not limited to, fire, theft, flood or rising water, or windstorm that does not constitute a Covered Event,
or any liability of the Company for loss or damage caused by or resulting from nuclear reaction,
nuclear radiation, or radiouctive contamination from any cause, whether direct or indirect, proximate
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or remote, and regardless of any other cause or event contributing concwrrently or in any other
sequence to the loss.

(26) Losses from water damage, which is generally excluded under property insurance contracts, including
flood, surface water, waves, tidal water, overflow of a body of water, storm surge, or spray from any
of these, whether or not driven by wind.

(27) A pelicy providing personal property coverage separate from coverage of personal property included
in.a homeowner's, mobile home owner’s, condominium unit owner's, or tenant’s policy or other policy
covering a Residential Structure, or in an endorsement to such & policy.

(28) Endorsements predominantly covering Specialized Fine Arts Risks or collectible types of property
meeting the following requirements:

(8) An endorsement predominantly covering Specialized Fine Arts Risks and not covering any
Regidential Structute if it meets the description in subparagraph 1 and if the conditions in

subparagraph 2 are met.
1. For purposes of this exemption, a Specialized Fine Arts Risk endorsement is an endorsement
that:

8. Insures works of art, of rarity, or of historic value, such #s paintings, works on paper,
etchings, art glass windows, pictures, statuary, sculptures, tapestries, antique fumniture,
antique silver, antique rugs, rare books or manuscripts, jewelry, or other similar items;

b. Charges a minimum premium of $500; and

¢. Insures scheduled items valued, in the aggregate, at no less than $100,000,

2. The insurer offers specialized loss prevention services or other collector services designed to
prevent or minimize loss, or to value or inventory the Specialized Fine Arts for insurance
purposes, such as:

8. Collection risk assessments;

b. Fire and security logs prevention;

¢. Warehouse inspections to protect items stored off-site;

d. Assistance with collection inventory management; or

&, Collection valuation reviews.

(b) An endorsement generally used by the Company to cover personal property which could include
property of a collectible nature, including fine arts, as further described in this paragraph, either
on a scheduled basis or written under a blanket limit, and not covering anything other than personal
property. All such endorsements are subject to the exclusion provided in this paragraph when the
endorsement limit equals or exceeds $500,000. Generally such collectible property has unusually
high values due to its investible, artistic, or unique intrinsic nature. The class of property covered
under such an endorsement represents an unusually high exposure value and such endorsement is
intended to provide coverage for a class or classes of property that is not typical for the contents
coverage under residential property insurance policies. In many cases property may be located at
various locations either in or outside the state of Florida or the location of the property may change
fromr time to time. The investment nature of such property distinguishes this type of exposure from
the typical contents associated with a Covered Policy.

(29) Any losses under liability coverages.
ARTICLE VII - MANAGEMENT OF CLAIMS AND LOSSES

The Company shall investigate and settle or defend all claims and Losses. All payments of claims or Losses
by the Company within the terms and limits of the approptiate coverage parts of Covered Policies shall be
binding on the SBA, subject td the terms of this Contract, including the provisions in Article XIII relating
to inspection of records and examinations.
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ARTICLE VII -REIMBURSEMENT ADJUSTMENTS

Section 215.555(4)(d) and (&), Florida Statutes, provides the SBA with the right to seek the return of excess
reimbursements which have been paid to the Company slong with interest thereon. Excess reimbursements
are those payments made to the Company by the SBA that are in excess of the Company’s coverage under
the Contract Year. Excess reimbursements may result from adjustments to the Projected Payout Multiple
or the Payout Multiple, incorrect exposure (Data Call) submissions or resubmissions, incorrect calenlation
of Reimbursement Premium or Retention, incorrect Proof of Loss Reports, incorrect caloulstion of
reinsurance recoveries, or subsequent readjustment of policyholder claims, including subrogation and
salvage, or any combination of the foregoing. The Company will be sent an invoice showing the due date
for adjustments along with the interest due thereon through the due date. The applicable interest rate for
interest credits, and for interest charges for adjustments beyond the Company’s control, will be the average
rate eamned by the SBA for the FHCF for the first four months of the Contract Year. The applicable interest
rate for interest charges on excess reimbursements due to adjustments resulting from incorrect exposure
submissions or Proof of Loss Reports will acerue at this rate plus 5%. All interest will continue to accrue if

not paid by the due date.
ARTICLE IX - REIMBURSEMENT PREMIUM,

¢y

@

3

The Company shall, in a timely manner, pay the SBA. its Reimbursement Premium for the Contract
Year. The Reimbursement Premium for the Contract Year shall be calculated in accordance with
Section 215.555, Florida Statutes, with any rules promulgated thereunder, and with Article X(2).

The Company’s Reimbursement Premium is based on its June 30 exposure in accordance with
Article X, except a5 provided for New Participants under Article X, and is not adjusted to reflect an
increase or decrease in exposure for Covered Policies effective after June 30 nor is the Reimbursement
Premium adjusted when the Company cancels policies or is liquidated or otherwise changes its
business status (merger, acquxsmon, or termination) or stops writing new business (continues in
business with its policies in a runoff mode). Similarly, new business written after June 30 will not
increase or decrease the Company'’s FHCF Reimbursement Premium or impact its FHCF coverage.
FHCF Reimbursement Premiums are required of all Companies based on their writing Covered
Policies in Florida as of June 30, and each Company's FHCF coverage as based on the definition in
Section 215.555(2)(m), Florida Statutes, shall exist for the entirety of the Contract Year regardless of
exposure changes, except as provided for New Participants under Article X.

Since the ealculation of the Actuarially Indicated Premium assumes that the Companies will pay their
Reimbursement Premiums timely, interest charges will accrue under the following circumstances. A
Company may choose to estimate its own Reimbursement Premium installments. However, if the
Company's estimation is less than the provisional Reimbursement Premium billed, an interest charge
will accrue on the difference between the estimated Reimbursement Premium and the final |
Reimbursement Premium. If a Company estimates itsfirst installment, the Administrator shall bill that
estimated Reimbursement Premium as the second installment as well, which will be considered as an
estimate by the Company. No interest will acerue regard ing any provisional Reimbursement Premium
if paid as billed by the FHCF's Administrator, except in the case of an estimated second installment

as set forth in this Article. Also, if a Company makes an estimation that is higher than the provisionat
".eunbursemeanremwm-b;HMummnmmummmmmmm%an~——-—

Rec'vd by

1-31-19

accrue: If the Reimbursement Premium payment is not recelved from a Company when it Is due, an
interest charge will accrue on a daily basis until the payment is received. Interest will also accrue on
Reimbursement Premiums resulting from submissions or resubmissions finalized after December 1 of
the Contract Year. An interest credit will be applied for any Reimbursement Premium which is
overpaid as either an estimate or as a provisiona! Reimbursement Premium. Interest shall not be
credited past December 1 of the Contract Year. The applicable interest rate for interest credits will be
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the average rate earned by the SBA for the FHCF for the first four months of the Contract Year. The
applicable interest rate for interest charges will accrue at this rate plus 5%,

ARTICLE X ~- REPORTS AND REMITTANCES

(1) Exposures
(a) Ifthe Company writes Covered Policies before June 1 of the Contract Year, the Company shall
report to the SBA, unless otherwise provided in Rule 19-8.029, F.A.C., no later than the
statutorily required date of September 1 of the-Contract Year, by ZIP Code or other limited
geographical area as specified by the SBA, its insured values under Covered Policies as of
June 30 of the Contract Year as outlined in the annual reporting of insured values form, FHCF.
D1A (Data Call) adopted for the Contract Year under Rule 19-8.029, F.A.C., and other data or
information in the formiat specified by the SBA.

(b} If the Conipany first begins writing Covered Policies on or after June 1 but prior to December |
of the Contract Year, the Company shall report to the SBA, no later than February 1 of the
Contract Year, by ZIP Code or other limited geographical area as specified by the SBA, its
insured values under Covered Policies as of November 30 of the Contract Year as outlined in the
Supplemental Instructions for New Participants section of the Data Call adopted for the Contract
Year under Rule 19-8,029, F.A.C,, and other data or information in the format specified by the
SBA.

{(¢) [fthe Company first begins writing Covered Policies on December 1 through and including May
31 of the Contract Year, the Company shall not report its exposure data for the Contract Year to
the SBA.

(d) The requirement that a report is due on a certain date means that the report shall be received by
the SBA no later than 4 pm. Eastern Time on the due date. Reports sent to the FHCF
Administrator in Minneapolis, Minnesota, will be returned to the sender. Reports not in the
physical possession of the SBA by 4 p.m., Bastern Time, on the applicable due date are late.

(2) Reimbursement Preminm

(2) Ifthe Company writes Covered Policies before June 1 of the Contract Year, the Company shall
pay the FHCF its Reimbursement Premium in installments due on or before August 1, October 1,
and December 1 of the Contract Year in amounts to be determined by the FHCF. However, if the
Company’s Reimbursement Premium for the prior Confract Year was less than $5,000, the
Company’s full provisional Reimbursement Premium, in an amount equal to the Reimbursement
Premium paid in the prior year, shall be due in full on or before August 1 of the Contract Year,
The Company will be invoiced for amounts due, if any, beyond the provisional Reimbursement
Premium payment, on or before December 1 of the Contract Year.

(b) Ifthe Company is under administrative supervision, or if any control or oversight of the Company
has been transferred through any legal or regulatory action to a state regulator or court appointed
recelver ot rehabilitator (referred to in the aggregate as “state action™):

1. The full annual provisional Reimbursement Premium as billed and any outstanding balances
will be due and payable on August 1, or the date that such State action occurs after August 1
of the Contract Year.

2. Failure by such Company to pay the full annual provisional Reimbursement Premium as
specified in subparagraph 1. by the applicable due date shall result in the 45% Coverage
Level being deemed for the complete Contrast Year regardless of the level selected for the
Company through the execution of this Contract and regardless of whether a Covered Event
occurred or triggered coverage.

3. Subparagraphs 1. and 2. do not apply if the state regulator, receiver, or rehabilitator provides
a letter of assurance to the FHCF stating that the Company will have the resources and will
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pay the full Reimbursement Premium for the Coverage Level selected through the execution
of this Contraet.

4. When control or oversight has been transferred, in whole or in part, through a legal or
regulatory action, the controlling management of the Company shall specify by August | or
a5 soon thereafter as possible (but not to exceed two weeks after any regulatory or legal
action) in a letter to the FHCF as to the Company’s intentions to either pay the fall FHCF
Reimbursement Premium as specified in subparagraph 1., to default to the 45% Coverage
Level beiig deemed as specified in subparagraph 2., or to provide the assurances as specified
in subparagraph 3.

A New Participant that first begins writing Covered Policies on or after June 1 but prior to

December 1 of the Contract Year shall pay the FHCF a provisional Reimbursement Premium of

$1,000 no Jater than 30 days from the date the New Participant began writing Covered Policies.

The Administrator shall calculate the Company's actual Reimbursement Premium for the period

based on its actual exposure as of November 30 of the Contract Year, as reported on or before

February 1 of the Contract Year. To recognize that New Participants have limited exposure

during this period, the actual Reimbursement Premium as determined by processing the

Company's exposure data shall then be divided in half, the provisional Reimbursement Premium

shall be credited, and the resulting amount shall be the total Reimbursement Premium due for the

Company for the remainder of the Contract Year. However, if that smount is less than $1,000,

then the Company shall pay $1,000. The Reimbursement Premium payment is due no later than

April | of the Contract Year. The Company’s Retention and coverage will be determined based

on the total Reimbursement Premium due as calculated above.

A New Participant that first begins writing Covered Policies on or after December 1 through and

including May 31 of the Contract Year shall pay the FHCF a Reinibursement Premium of $1,000

no later than 30 days from the date the New Participant began writing Covered Policies.

The requirement that the Reimbursement Premium is due on a certain date means that the
Reimbursement Premium shall be remitted by wire transfer or ACH and shall have been credited
to the FHCF's account, as set out on the invoice sent to the Company, on the due date applicable
to the particular installment.

Except as required by Section 215.555(7)(c), Florida Statutes, or as deseribed in the following
sentence, Reimbursement Premiums, together with earnings thereon, received in a given Contract
Year will be used only to pay for Losses attributable to Covered Events occurring in that Confract
Year or for Losses attributable to Covered Events in subsequent Contract Years and will not be
used to pay for past Losses or for debt service on post-event revenue bonds issued pursuant to
Section 215.555(6)(e)1., Florida Statutes. Reimbursement Premiums and earnings thereon may
be used for payments relating to such revenue bonds in the event emergency assessments are
insufficient. If Reimbursement Premiums or earnings thereon are used for debt service on post-
event revénue bonds, then the amount of the Reimbursement Premiums or earnings thereon so
used shell be returned, without interest, to the Fund when emergency assessments or other legally
available funds remain available after making payment relating to the post-event revenue bonds
and any other purposes for which emergency assessments were levied.

12 FHCF-2019K
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(3) Losses

(2) In General

Losses resulting from a Covered Event commencing during the Contract Year shall be reported
by the Company and reimbursed by the FHCF as provided herein and in accordance with the
Statute, this Contract, and any rules adopted pursuant to the Statute. For 2 Company participating
in a quota share primary insurance agreement(s) with Citizens Property Insurance Corporation
Coastal Account, Citizens and the Company shall report only their respective portion of Losses
under the quota share primary insurance agreement(s), Pursuant to Section 215.555(4)(c), Florida
Statutes, the SBA is obligated to pay for Losses not to exceed the Actual Claims-Paying Capacity
of the FHCF, up to the limit in accordance with Section 215.555(4)(c)1., Florida Statutes, for any
one Contract Year.

(b) Loss Reports

1.

At the direction of the SBA, the Company shall report its projected Ultimate Net Lass from
each Covered Event to provide information to the SBA in determining any potential liability
for possible reimbursable Losses under the Contract on the Interim Loss Report, Form FHCF-
L1A, adopted for the Contract Year under Rule 19-8.029, F.A.C. Interim Loss Reports
(including subsequent Interim Loss Reports if required by the SBA) will be due in no less
than fourteen days from the date of the notice from the SBA that such a report is required.

FHCF reimbursements will be issued.based on Ultimate Net Loss information reported by
the Company on the Proof of Loss Report, Form FHCF-L1B, adopted for the Contract Year
under Rule 19-8.029, F.A.C.

8. To qualify for reimbursement, the Proof of Loss Report must have the electronic
signatures of two executive officers authorized by the Company to sign or submit the
report.

b. The Company must also submit a Detailed Claims Listing, Form FHCF-DCL, adopted
for the Contract Year under Rule 19-8.029, F.A.C., at the same time it submits its first
Proof of Loss Repoft for a specific Covered Event that qualifies the Company for
reimbursement under that Covered Event, and must be prepared to supply a Detailed
Claims Listing for any subsequent Proof of Loss Report upon request.

¢, While the Company may submit a Proof of Loss Report requesting reimbursement at any
time following a Covered Event, the Company shall submit a mandatory Proof of Loss
Report for each Covered Event no earlier than December 1 and no later than December
31 of the Contract Year during which the Covered Event occurs using the most current
data available, regardless of the amount of Ultimate Net Loss or the amount of
reimbursements or advances already received,

d. Forthe Proof of Loss Reports due by December 31 of the Contract Year, and the required
subsequent quarterly and annual reports required under subparagraphs 3. and 4., the
Company shall submit its Proof of Loss Reports by each quarter-end or year-end using
the most current data available. However, the date of such data shall not be more than
sixty days prior to the applicable quarter-end or year-end date.

e. Forthe Proof of Loss Reports due by December 31 of the Contract Year and the required
subsequent annual reports required under subparagraph 4., the Company shall include a
Detailed Claims Listing if requested by the SBA.

Updated Proof of Loss Reports for each Covered Event are due quarterly thereafter untii all

Losses resulting from a Covered Event are fully discharged including any adjustments to

such Losses due to salvage or other recoveries, or the Company has received its full coverage

under the Contract Year in which the Covered Event occurred. Guidelines follow:

13 FHCF-2019K
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a. Quarterly Proof of Loss Reports are due by March 31 from 2 Company whose Losses
exceed, or are expected to exceed, 50% of its FHCF Retention for a specific Covered
Event.

b. Quarterly Proof of Loss Reports are due by June 30 from a Company whose Losses
éxceed, or are expected to exceed, 75% of its FHCF Retention for a spécific Covered
Event.

¢.  Quarterly Proof of Loss Reports are due by September 30 and quarterly thereafter from
a Company whose Losses exceed, or are expscted to exceed, its FHCF Retention for a
specific Covered Event,

If the Company's Retention must be recalculated as the result of an exposure resubmission,

and if the recalculated Retention changes the FHCF's reimbursement obligations, then the

Company shall submit additionsl Proof of Loss Reports for recalculation of the FHCF's

obligations,

. Annually after December 31 of the Contract Year, all Companies shall submit a mandatory

year-end Proof of Loss Report for each Covered Event, as applicable, using the most current
data available. This Proof of Loss Report shall be filed no earlier than December 1 and no
later than December 31 of each year and shall continue until the earlier of the commutation
process described in paragraph (3)(d) or until all Losses resulting from the Covered Event
are fully discharged including any adjustments to such Losses due to salvage or other
recoveries,

. The SBA, except as noted below, will determine and pay, within 30 days or as soon as

practicable afier receiving Proof of Loss Reports, the reimbursement amount due based on
Losses paid by the Company to date and adjustments to this amount based on subsequent
quarterly information. The adjustments to reimbursement amounts shall require the SBA to
pay. or the Company to return, amounts reflecting the most recent determination of Losses,

a. The SBA shall have the right to consult with all relevant regulatory agencies to seek all
relevant information, and shall consider any other factors deemed relevant, prior to the
issuance of reimbursements.

b. The SBA shall require commercial self-insurance funds established under Section
624.462, Florida Statutes, to submit contractor receipts to support paid Losses reported
on a Proof of Loss Report, and the SBA may hire an mdependent consultant to confirm
Losses, prior to the issuance of reimbursements,

¢. The SBA shall have the right to conduct a claims examination prior to the issuance of
any advances or reimbursements requested by Companies that have been placed under
regulatory supervision by a State or where control has been transferred through any legal
or regulatory proceeding to a state regulator or court appointed receiver or rehabilitator.

. All Proof of Loss Reports received will be compared with the FHCF’s exposure data to

establish the facial reasonableness of the reports. The SBA may also review the results of
current and prior Contract Year exposure and ciaims examinations to determine the
reasohableness of the reported Losses. Except as noted in subparagraph 5., Companies
meeting these tests for reasonableness will be scheduled for reimbursement. Compames not

meeting these tests for reasonableness will be handled on a case-by-case basis and will be
contacted to provide specific information regarding their individual book of business. The
discovery of errors in & Company’s reported exposure under the Data Cell may require &
resubmission of the current Contract Year Data Call which, as the Data Call impacts the
Company’s Reimbursement Premium, Retention, and coverage for the Contract Year, will
be required before the Company’s request for reimbursement or an advance will be fully
processed by the Administrator.

14 FHCF-2019K.
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(c) Loss Reimbursement Calculations

1.

In general, the Company’s paid Ultimate Net Losses must exceed its full FHCF Retention for
a specific Covered Event before any reimbursement is payable from the FHCF for that
Covered Event. As described in Article V(25)(b), Retention adjustments will be made on or
after January 1 of the Contract Year. No interest is payable on additional payments to the
Company due to this type of Retention adjustment. Each Company, including entities created
pursuant to Section 627.351(6), Florida Statutes, incurring reimbursable Losses will receive
the amount of reimbursement due under the individual Company’s Contract up to the amount
of the Company's payout. If more than one Covered Event occurs in any one Contract Year,
any reimbursements due from the FHCF shall take into account the Company®s Retention for
each Covered Event. However, the Company’s reimbursements from the FHCF for all
Covered Events oceurring during the Contract Year shall not exceed, in aggregate, the
Projected Payout Multiple or Payout Multiple, as applicable, times the individual Company’s
Reimbursement Premium for the Contract Yeat. -
Reserve established. When a Covered Event occurs in 8 subsequent Contract Year when
reimbursable Losses are still being paid for a Covered Event in a previous Contract Year, the
SBA will establish a reserve for the outstanding reimbursable- Losses for the previous
Contract Year, based on the length of time the Losses have been outstanding, the amount of
Losses already paid, the percentage of incurred Losses still unpaid, and any other factors
specific to the loss development of the Covered Events involved,

(d) Commutation

1.

Except as provided in subparagraph 3., not less than 36 months or more than 60 months after

the end of the Contract Year, the Company shall file a final Proof of Loss Report(s), with the

exception of Companies having no reportable Losses as described in sub-subparagraph a.

Otherwise, the final Proof of Loss Report(s) is required as specified in sub-subparagraph b.

The Company and SBA may mutually agree to initiate commutation after 36 months and

prior to 60 months after the end of the Contract Year. The commutation negotiations shall

begin at the later of 60 months after the end of the Contract Year or upon completion of the

FHCF claims examination for the Company and the resolution of all cutstanding examination

issues,

a. Ifthe Company’s most recently submitted Proof of Loss Report(s) indicates that it has no
Losses resulting from Covered Events during the Contract Year, the SBA shall after 36
months request that the Company execute a final commutation agreement. The final
commutation agreement shall constitute a complete and final release of all obligations of
the SBA with respect to Losses. I the Company chooses not to execute a final
commutation agreement, the SBA shall be releagsed from all obligations 60 months
following the end of the Contract Year if no Proof of Loss Report indicating reimbursable
Losses had been filed and the commutation shall be deemed concluded. However during
this time, if the Company determines that it does have Losses to report for FHCF
reimbursement, the Company must submit an updated Proof of Loss Report prior to the
end of 60 months after the Contract Year and the Company shall be required to follow the
commutation provisions and time frames otherwise specified in this section.

b. If the Company has submitted a Proof of Loss Report indicating that it does have Losses
resulting from a Covered Event during the Contract Year, the SBA may require the
Company to submit within 30 days an updated, current Proof of Loss Report for each
Covered Event during the Contract Year. The Proof of Loss Report must include all paid
Losses as well as all outstanding Losses and incurred but not reported Losses, which are
not finally settled and which may be reimbursable Losses under this Contract, snd must
be dccompanied by supporting documentation (at a minimum an adjuster’s summary
report or equivalent details) and a copy of a written opinion on the present value of the
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outstanding Losses and incurred but not reported Losses by the Company’s certifying
actuary. Failure of the Company to provide an updeted current Proof of Loss Report,
supporting documentation, and an opinion by the date requested by the SBA may result
in referral to the Florida Office of Insurance Regulation for a violation of the Contract.
Increases in reported paid, outstanding, or incurred but not réported Losses on original or
corrected Proof of Loss Report filings received later than 60 months after the end of the-
Contract Year shall not be eligible for reimbursement or commutation.

2. Determining the present value of outstanding Losses.

Ifthe Company exceeds or expects to exceed its Retention, the Company and the SBA or
their respective representatives shall attempt, by mutual agreement, to agree upon the
present value of all outstanding Losses, both reported and incurred but not reported,
resulting from Covered Events during the Contract Year. The Loss valuation process
under this subparagraph may begin only after all other issues arising under this Contract
have been resolved, and shall be suspended pending resolution of any such issues that
arise during the Loss valuation process, Payment by the SBA of its portion of any amount
or amounts so mutually agreed and certified by the Company’s certifying actuary shall
constitute a complete and final release of the SBA in respect of all Losses, both reported
and unreported, under this Contract,

b. If agreement on present value cannot be reached within 90 days of the FHCF"s receipt of

the final Proof of Loss Report and supporting documentation, the Company and the SBA
may mutually appoint an actuary, adjuster, or appraiser to investigate and determine such
Losses. If both parties then agree, the SBA shall pay its portion of the amount so
determined to be the present value of such Losses.

¢. If the parties fail to agree on the valuation of any Losses, then any difference in valuation

of the Lioss shall be settled by a panel of three actuaries, as provided in this subparagraph.

Either the SBA or the Company may initiate the process under this subparagraph by

providing written notice to the other party stating that the parties are at an impasse with

respect to valuation of Losses and specifying the dollar amounts in dispute,

i. One actuary shall be chosen by each party, and the third actuery shall be chosen by
those two actuaries. If either party does not appoint an actuary within 30 days after the
initiation of the process, the other party may appoint two actuaries. If the two sctuaries
Tail to agree on the selection of an independent third actuary within 30 days of their
appointment, each of them shall name two, of whom the other shall decline one and
the decision shall be made by drawing lots.

ii. All of the actuaries shall be regularly engaged in the valuation of property claims and
losses and shall be members of the Casualty Actuarial Society and of the American
Academy of Actuaries.

ifi. None of the actuaries shall be under the control of either party to this Contract.

Iv. Each party shall submit a written statement of its cese to the panel of actuaries and the
opposing party no later than 30 days afterthe appointment of the third actuary. Within

15 days after receiving the other party’s submission, a party may submit its written

response to the panel of actuaries and the other party. After the appointment of the
third actuary,  party may not communicate with the panel or any member ofthe panel
except in writing simultaneously furnished to all members of the panel and the
opposing party. Any member of the panel may present questions to be answered by
both parties, which shall be answered in writing and simultaneously furnished to the
members of the panel and the oppdsing party or, at the discretion of the panel, may
be provided in a meeting or teleconference aftended by both parties and all members
of the panel.
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v. The written decision of a majority of the panel as to the disagreement over the valuation
of losses identified in the written notice of impasse, when filed with the parties hereto,
shall be final and binding on both parties.

d. The reasonable and customary expense of the actuaries and of the commutation (as a resuit
of sub-subparagraphs 2.b. and c.) shall be equally divided between the two parties. Said
commutation shall take place in Tallahassee, Florida, unless some other place is mutvally
agreed upon by the Company and the SBA.

3. The Company and SBA may mutually agree to initiate and complete a commutation for zero
dollars without being subject to the 36-month waiting period provided in subparagreph (d)1.
Such early commutation, once completed, eliminates the mandatory Proof of Loss Report
requirements required under subparagraphs (b)3. and 4. for all reporting periods subsequent
to the completion of the commutation.

{4) Advances

(2) The SBA may make advances for loss reimbursements as defined herein, at market interest rates,
to the Company in accordance with Section 215.555(4)(¢), Florida Statutes. An advance is an
early reimbursement which allows the Company to continue to pay claims in a timely manner.
Advances will be made based on the Company’s paid and reported outstanding Losses for
Covered Policies (excluding all incurred but not reported Losses) as reported on a Proof of Loss
Report, and shall include a Loss Adjustment Expense Allowance as calculated by the FHCF. In
order to be eligible for an advance, the Company must submit its exposure data for the Contract
Year as required under subsection (1) of this Article. Except as noted below, advances, if
approved, will be made as soon as practicable after the SBA receives a written request, signed by
two officers of the Company, for an advance of a specific amount and any other information
required for the specific type of advance under paragraphs (¢) and (d). All reimbursements due
to the Company shall be offset against any amount of outstandirig advances plus the interest due
thereon,

(b) For advances or excess advances, which are advances that are in excess of the amount to which
the Company is entitled, the market interest rate shall be the prime rate as published in the Wall
Street Journal on the first business day of the Contract Year. This rate will be adjusted annually
on the first business day of each subsequent Contract Year, regardless of whether the Company
executes subsequent Contracts. In addition to the prime rate, an additiona! 5% interest charge
will apply on excess advances. All interest charged will commence on the date the SBA issues a
check for an advance and will cease on the date upon which the FHCF has received the
Company’s Proof of Loss Report for the Covered Event for which the Company qualifies for
reimbursement. If such reimbursement is less than the amount of outstanding advances issued to
the Company, interest will continue to acerue on the outstanding balance of the advances until
subsequent Proof of Loss Reports qualify the Company for reimbursement under any Covered
Event equal to or exceeding the amount of any outstanding advances, Interest shall be billed on
a periodic basis. IT it is determined that the Company treceived funds in excess of those to which
it was entitled, the interest as to those sums will not cease on the date of the receipt of the Proof
of Loss Report but will continue until the Company reimburses the. FHCF for the overpayment.

{c) If the Company has an outstanding advance balance as of December 31 of this or any other
Contract Year, the Company is required to have an actuary certify outstanding and incurred but
not reported Losses as reported on the applicable December Proof of Loss Report.

(d) The specific type of advances enumerated in Section 215.555, Florida Statutes, follow.
1. Advances to Companies to prevent insolvency, as defined under Article XV,
a. Section 215.555(4)(e)1., Florida Statutes, provides that the SBA shall advance to the
Company amounts necessary 1o maintain the solvency of the Company, up to 50 percent
of the SBA’s estimate of the reimbursement due to the Company.
17 FHCF-2019K
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b. Inaddition to the requireménts outlined in subparagraph (4)(a), the requirements for an
advance to a Company to prevent insolvency are that the Company demonstrates it is
likely to qualify for reimbursement and that the immediate receipt of moneys from the
SBA is likely to prevent the Company from becoming insolvent, and the Company
provides the following information:

i, Current assets;
il. Cursent liabilities other than liabilities due to the Covered Event;

iii. Current surplus as to policyholders;

iv. Estimate of other expected liabilities not due to the Covered Event; and

v, Amount of reinsurance available to pay claims for the Covered Event under other
reinsurance treaties.

c. The SBA’s final decision regarding an application for an advance to prevent insolvency
shall be based on whether or not, considering the totslity of the circumstances, including
the SBA's obligations to provide reimbursemert for all Covered Events occursing during
the Contract Year, granting an advance is essential to allowing the entity to continue to
pay additional claims for a Covered Event in a timely manner.

2. Advances to entifies created pursuant to Section 627.351(6), Florida Statutes.

a. Section 215.555(4)(e)2., Florida Statutes, provides that the SBA may advance to an
entity created pursunnt to Section 627.351(6), Florida Statutes, up to 90% of the lesser
of the SBA’s estimate of the reimbursement due or the entity’s share of the actual
aggregate Reimbursement Premium for that Contract Year, multiplied by the current
available liguid assets of the FHCF.

b. In addition to the requirements outlined in paragraph (4)(a), the requirements for an
advance to entities created pursuant to Section 627.351(6), Florida Statutes, are that the
entity must demonstrate to the SBA that the advance is essential to allow the entity to
pay claims for a Covered Event.

3. Advances to limited apportionment companies.

Section 215.555(4)(¢)3., Florida Statutes, provides that the SBA may advance the amount of
estimated reimbursement payable to limited apportionment companies.

(e} In determining whether or not to grant an advance and the amount of an advance, the SBA:

L

2.

3.

Shall determine whether its assets available for the payment of obligations are sufficient and
sufficiently liquid to fulfill its obligations to other Companies prior to granting an advance;
Shall review and consider all the information submitted by such Companies;

Shall review such Companies’ compliance with all requirements of Section 215.555, Florida
Statutes;

Shall eonsult with all relevant regulatory agencies to seek all relevant information;

Shall review the damage caused by the Covered Event and when that Covered Event
neowrred;

Shall_consider whether the Company_has substantially_exhsusted amounts previously

advanced; T T

Shall consider any other factors deemed relevant; and

Shall require commercial self-insurance funds established under section 624.462, Florida
Statutes, to submit a copy of written estimates of expenses in support of the amount of
advance requested,
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{f) Any amount advanced by the SBA shall be used by the Company only to pay claims of its
policyholders for the Cavered Event which has precipitated the immediate need to continue to
pay additional claims as they become due,

(5) Inadequate Data Submissions

If exposure data or other information required to be reported by the Company under the terms of this
Contract are not received by the FHCF in the format specified by the FHCF or is inadequate to the
extent that the' FHCF requires resubmission of data, the Company will be required to pay the FHCF &
resubmission fee of $1,000 for resubmissions that are not a result of an examination by the SBA. Ifa
resubmission is necessary as a result of an examination report issued by the SBA, the first resubmission
fee will be $2,000. If the Company’s examination-required resubmission is inadequate and the SBA
requires an additional resubmission(s), the resubmission fee for each subsequent resubmission shall
be $2,000. A resubmission of exposure data may delay the processing of the Company’s request for
reimbursement or an advance,

(6) Confidential Information/Trade Secret Information
Pursuant to the provisions of Section 215.557, Florida Statutes, the reports of insured values under
Covered Policies by ZIP Code submitted to the SBA pursuant to Section 215.555, Florida Statutes,
are confidential and exempt from the provisions of Section 119.07(1), Florida Statutes, and Section
24(a), Art. I of the State Constitution. If other informstion submitted by the Company to the FHCF
could reasonably be ruled a “trade secret” as defined in Section 812.081, Florida Statutes, such
Information must be clearly marked “Trade Secret Information.”

ARTICLE XI- TAXES

In consideration of the terms under which this Contract is issued, the Company agrees to make no deduction
in respect of the Reimbursement Premium herein when making premium tax returns to the appropriate
authorities. Should any taxes be levied on the Company in respect of the Reimbursement Premium herein,
the Company agrees to make no claim upon the SBA for reimbursement in respect of such taxes.

ARTICLE XII - ERRORS AND OMISSIONS

Any inadvertent delay, omission, or error on the part of the SBA shall not be held to relieve the Company
from sny liability which would attach to it hereunder if such delay, omission, or error had not been made.

ARTICLE X]II - INSPECTION OF RECORDS

The Company shall allow the SBA to Inspect, examine, and verify, at reasonable times, all records of the
Company relating to the Covered Policies under this Contraet, including Company files concemning claims,
Losses, or legal proceedings regarding subrogstion or claims recoveries which involve this Contract,
including premium, loss records and reports involving exposute data or Losses under Covered Policies.
This right by the SBA to inspect, examine, and verify shall survive the completion and closure of an
exposure examination or claims examination file and the termination of the Contract. The Company shall
have no right to re-open an exposure or claims examination once closed and the findings have been accepted
by the Company; any re-opening shall be at the sole discretion of the SBA. If the State Board of
Administration Finance Corporation has issued revenue bonds and relied upon the exposure and Loss data
submitted and certified by the Company as accurate to determine the amount of bonding needed, the SBA
may choose not to require, or accept, a resubmission if the resubmission will result in additional
reimbutsements to the Company. The SBA may require any discovered errors, inadvertent omissions, and
typographical errors assooiated with the data reporting of insured valies, discovered prior to the closing of
the file and acceptance of the examination findings by the Company, to be corrected to reflect the proper
values, The Company shall retain its records in accordance with the requirements for records retention
regarding exposure reports and claims reports outlined herein, and in any administrative rules adopted
pursuant to Section 215.555, Florida Statutes. Companies writing covered collateral protection policies, as
defined in definition (11)(b) of Article V, must be able to provide documentation that the policy covers

19 FHCF-2019K
Rule 19-8,010F.AC.



personal residences, protects both the borrower’s and lender’s interest, and that the coverage is in an amount
at least equal to the coverage for the dwelling in place under the lapsed homeowner’s policy.
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Purpose of FHCF Examination

The purpose of the examinations conducted by the SBA is to evaluate the. accuracy of the FHCF
exposure or Loss data reported by the Company., However, due to the limited nature of the
examination, it cannot be relied upon as an assurance that a Company’s data is reported accurately or
in its entirety, The Company should not rely on the FHCF to identify every type of reporting etror in
its data, In addition, the reporting requirements are subject to change each Contract Year so it is the
Company’s respensibility to be familiar with the applicable Contract Year requirements and to
incorporate any changes into its data for that Contract Year. It is also the Company's responsibility to
ensure thet its data is reported accurately and to comply with Florida Statutes and any applicable rules
when reporting exposure data. The examination report is not intended to provide a legal determination
of the Company's compliance,

Examination Requirements for Exposure Verification

The Company shall retain complete and accurate records, in policy level detail, of all exposure data
submitted to the SBA In any Contract Year until the SBA has completed its examination of the
Company’s exposure submissions. The Company shall also retain complete and accurate records of
any completed exposure examination for any Contract Year in which the Company incutred Losses
until the completion of the claims examination and commutation for that Contract Year, The records
to be retained are outlined in the Data Call adopted for the Contract Year under Rule 19-8.029, F.A.C.
A complete list of records to be retained for the exposure examination is set forth in Form FHCF-
EAP1, adopted for the Contract Year under Rule 19-8.029, F.A.C.

Examination Requirements for Loss Reports

The Company shall retain complete and accurate records of all reported Losses and/or advances
submitted to the SBA until the SBA has completed its examination of the Company’s reimbursable
Losses and commutation for the. Contract Year (if applicable) has been concluded. The records to be
retained are set forth as part of the Proof of Loss Report, Form FHCF-L1B and Form FHCF-LAP1,
both adopted for the Contract Year under Rule 19-8.029, F.A.C.

Examination Procedures

(a) The FHCF will send an examination notice letter to the Company providing the commencement
date of the examination, the site of the examination, any accommodation requirements of the
examiner, and the reports and data which must be assembled by the Company and forwarded to
the FHCF. The Compary shall be prepared to choose one location in which to be examined,
unless otherwise specified by the SBA.

(b) The reports and data are required to be forwarded to the FHCF as set forth in an examination
notice letter. The information is then forwarded to the examiner. If the FHCF receives accurate
and complete records as requested, the examiner will contact the Company to inform the
Company as to what policies or other documentation will be required once the examiner is on
site. Any records not required to be provided to the examiner in advance shall be made available
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inan addttlonsl exam matlon of exposure andfor Loss records ar an extension or expansion ofthe
examination already in progress. All costs associated with such additional examination or with
the extension or expansion of the original examination shall be borne by the Company.

(c) At the conclusion of the examiner’s work and the management review of the examiner’s report,
findings, recommendations, and work papers, the FHCF will forward an examination report to
the Company.
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Within 30 days from the date of the letter accompanying the examination report, the Company
must provide a written response to the FHCF. The response must indicate whether the Company
agrees with the findings and recommendations of the examination report. If the Company
disagrees with any examination findings or recommendations, the reason for the disagreement
must be outlined in the response and the Company must provide supporting information to
support its objection, An extension of 30 days may be granted if the Company can show that the
need for additional time is due to circumstances beyond the reasonable control of the Company.
No response is required if the examination report does not include any findings or
recommendations.

If the Compeny accepts the examination findings and recommendations, and there is no
recommendation for additional information, the examination report will be finalized and the
exam file closed,

If the Company disputes the examiner's findings, the areas in dispute will be resolved by a
meeting or a conference call between the Company and FHCF management,

1. If the recommendation of the examiner is to resubmit the Company’s exposure data for the
Contract Year in question, then the FHCF will send the Company a letter outlining the process
for tesubmission and including a deadline to resubmit. Once the resubmission is received, the
FHCF’s Administrator calculates a revised Reimbursement Premium for the Contract Year
which has been examined, The SBA shall then review the resubmission with respect to the
examiner’s findings, and accept the resubmission or contact the Company with any questions
regarding the resubmission. Once the SBA has accepted the resubmission as a sufficient
response to the examiner’s findings, the exam is closed.

2. If the recommendation of the examiner is to give the Company the option to either resubmit
the exposure data or to pay the estimated Reimbursement Premium difference, then the FHCF
will send the Company a letter outlining the process for resubmission or for paying the
estimated Reimbursement Premium difference and including a deadline for the resubmission
or the payment to be received by the FHCF's Administrator. If the Company chooses to
resubmit, the same procedures outlined in Article X1H{4) apply.

If the recommendation of the examiner is to update the Company’s Proof of Loss Report(s) for
the Contract Year under review, the FHCF will send the Company a letter outlining the process
for submitting the Proof of Loss Report(s) and Including a deadline 1o file. Once the Proof of
Loss Report(s) is received by the FHCF Administrator, the FHCF's Administrator will calculate
a revised reimbursement. The SBA shall then review the submitted Proof of Loss Report(s) with
respect to the examiner’s findings, and accept the Proof of Loss Report(s) as filed or contact the
Company with any questions. Once the SBA has accepted the corrected Proof of Loss Repori(s)
as a sufflcient response to the examiner’s findings, the exam is closed.

The examiner's list of errors is made. available in the examination report sent to the Company.
Given that the examination was based on a sample of the Compsany's policies or claims rather
then the whole universe of the Company’s Cavered Policies or reported claims, the error list is
notintended to provide a complete list of errors but is intended to Indicate what information needs
to be reviewed and corrected throughout the Company’s book of Covered Policy business or
claims information to ensure more complete and accurate reporsting to-the FHCF.

Costs of the Examinations

The costs of the examinaticns shall be borne by the SBA. However, in order to remove any incentive
for a Company to delay preparations for an examination, the SBA shall be reimbursed by the Company
for any examination expenses incurred in addition to the usual and customary costs, which additional
expenses were incurred as a result of the Company*s failure, despite proper notice, to be prepared for
the examination or as a result of a Company’s failure to provide requested information. All requested
information must be complete and accurate,
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ARTICLE XIV ~ OFFSETS

The SBA reserves the right to offset amounts payable to the SBA from the Company, including amounts
payable under the Reimbursement Contract for any Contract Year and also including the Company’s full
Reimbursement Premium for the current Contract Year (regardless of installment due dates), against any
(1) Reimbursement Premium refunds under any Contract Year, (2) reimbursement or advance amounts, or
(3) amounts agreed to in a commutation agreement, which are due and payable to the Company from the
SBA as a result of the liability of the SBA.:

ARTICLE XV - INSOLVENCY OF THE COMPANY

Company shall notify the FHCF immediately upon becoming insolvent. Except as otherwise provided
below, no reimbursements will be made until the FHCF has completed and closed its examination of the
insolvent Company’s Losses, unless an agreement is entered into by the court appointed receiver specifying
that all data and computer systems required for FHCF exposure and claims examinations will be maintained
until completion of the Company’s exposure and claims examinations. Except as otherwise provided below,
in order to account for potential erroneous reporting, the SBA shall hold back 25% of requested
reimbursements until the exposure and claims examinations for the Company are completed. Only those
Losses supported by the examination will be reimbursed. Pursuant to Section 215.555(4)(g), Florida
Statutes, the FHCF is required to pay the “net amount of all reimbursement moneys” dug an insolvent
insurer to the Florida Insurance Guaranty Association (FIGA) for the benefit of Florida policyholders. For
the purpose of this Contract, a Company is insolvent when an order of liquidation with a finding of
insolvency has been entered by a court of competerit jurisdiction. In light of the need for an immediate
infusion of funds to ensble policyholders of insolvent companies to be paid for their claims, the SBA may
enter into agreements with FIGA allowing exposure and claims examinations to take place immediately
without the usual notice and response time limitations and allowing the FHCF to make reimbursements (net
of any amounts payable to the SBA from the Company or FIGA) to FIGA before the examinations are
completed and before the response time expires for claims filing by reinsurers and financial institutions,
which have a priority interest in those funds pursuant to Section 215.555(4)(g), Florida Statutes. Such
agreements must ensure the availability of the necessary records and adequate security must be provided
so that if the FHCF determines that it overpaid FIGA on behalf of the Company, or if claims are filed by
reinsurers or financial institutions having a priority interest in these funds, that the funds will be repaid to
the FHCF by FIGA within a reasonable time.
ARTICLE XVI - TERMINATION
The FHCF and the obligations of both parties under this Contract can be terminated only as may be provided
by law or applicable rules.
ARTICLE XVII - VIOLATIONS
(1) Statutory Provisions

(@) Section 215.555(10), Florida Statutes, provxdes that any violation of Section 215,555, Florida

Statutes, or of rules adopted under that section, constitutes a violation of the Florida Insurance
Code, This Contract has been adopted as part of Rule 19-8.010, Florida Administrative Code,

under the authority of that section of Florida Statutes.
erﬁ%%ﬁenﬁ%t&m&mmhm%%makwmmsmﬁh—m

the rules and the provisions and requirements of this Contract, required by and adopted pursuant to
Section 215,558, Florida Statutes,

(2) Noncompliance
(a) As used in this Article, the term “noncompliance™ means the failure of the Company to meet any
applicable requirement of Section 215.555, Florida Statutes, or of any rule adopted undet the
authority of that section of Florida Statutes, including, but not limited to, any failure to meet a
deadline for an FHCF payment, Data Call submissions or resubmissions, Loss reporting or
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commutation documentation, or a deadline related to SBA examination requirements. The
Company remains in a state of noncompliance as long as the Company fails to meet the applicable
requirement(s).

(b) If the Company is in a state of noncompliance, the SBA reserves the right to withhold any payments
or advances due to the Company until the SBA determines thet the Company is no longer in a state
of noncompliance.

ARTICLE XVIII - APPLICABLE LAW

This Contraet shall be governed by and construed according to the laws of the State of Florida in respect of
any matter relating to ot arising out of this Contract.

ARTICLE XIX ~ DUE DATES

If any due date provided in this Contract is a Saturday, Sunday or a legal State of Florida or federal holiday,
then the actual due date will be the day immediately following the applicable due date which is not a
Saturday, Sunday or a legal State of Florida or federal holiday.
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ARTICLE XX - REIMBURSEMENT CONTRACT ELECTIONS

(1) Coverage Level

For purposes of determining reimbursement (if any) due the Company under this Contract and in
accordance with the Statute, the Company has the option to elect a 45% or 75% or 90% Coverage
Level under this Contract. If the Company is @ member of an NAIC group, all members must elect the
same Coverage Level, and the individual executing this Contract on behalf of the Company, by placing
his ot her initials in the box under (a) below, affirms that the Company has elected the same Coverage
Level as all members of its NAIC. group. If the Company is an eritity oreated pursuant to Section
627.351, Florida Statutes, the Company must elect the 90% Coverage Level, The Company shall not
be permitted to change its Coverage Level during the Contract Year. The Company shall be permitted
to change its Coverage Level at the bagmmng of a new Contract Year, but may not reduce jts Coverage
Level if a Covered Event required the issuance of revenue bonds, until the bonds are no longer

outstanding.

The Coverage Level elected by the Company for the prior Contract Year effective June 1, 2018 was
as follows: Florida Specialty Insurance Company - 90%

(@) NAIC Group Affirmation: Initial the following box if the Company is part of an NAIC Group:

(b) Coverage Level Election: The Company hereby elects the following Coverage Level for the
Contract Year from 12:00:01 a.m., Eastern Time, June 1, 2019, to 12:00 a.m., Eastern Time, May
31, 2020, (the individual executing this Contract on behalf of the Company shall place his or her
initials in the box to the left of the percentage elected for the Company):

45% OR 75% OR /% 90%

(2) Additional Living Expense (ALE) Written as Time Element Coverage
If your Company writes Cavered Palicies that provide ALE coverage on a time element basis (i.e.,
coverage is based on a specific period of time as opposed to a stéted dollar limit), you must initial the
*Yes - Time Element ALE’ box below. If your Company does not write time element ALE coverage,
initial “No — Time Element ALE’ box below.

| o | AP

“Yes—Tirie "~ No=Time
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ARTICLE XXI ~ SIGNATURES

Approved by:

Paragon Strategic Solutions Inc., on Behalf of the State Board of Administration of the State of Florida
and as Administrator of the Floride Hurricane Catastrophe Fund.

S A 2 s _’ . ,_f "é ”
By: "o TR X AJelgtaFE 3-26-1

7 Date

Authority to sign on behalf of the Company:

The person signing this Contract on behalf of the Company hereby represents that he or she is an officer of
the Company, acting within his or her authority to enter into this Contract on behalf of the Company, with
the requisite authority to bind the Company and make the representations on behalf of the Company as set

forth in this Contract,

Florida Specialty Insurance Company

Svsaw . faTsetiay /CED

Printed Name and Title

By: :__.:_,_"':_41. ""l'x 2/';'/ / /r,.f’,'?oz,.-")l 9

Signature Date
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Filing # 96482950 E-Filed 09/30/2019 01:28:28 PM

CONSENT TO ORDER OF RECEIVERSHIP

IT IS HEREBY agreed as follows:

1. FLORIDA SPECIALTY INSURANCE COMPANY (herein “Respondent™) is a
Florida corporation and is a domestic insurer authorized to transact insurance business in the
State of Florida.

2. Pursuant to Sections 631.051(11) and 631.061 (on grounds of consent), Florida
Statutes, Respondent consents, through a majority of its directors by written consent below, to
the entry of an Order of Rehabilitation or Liquidation, appointing the Department of Financial
Services (herein, the “DFS”) as Receiver for purposes of Rehabilitation or Liquidation.

3. Respondent agrees not to contest the initiation of delinquency proceedings by the
DES in the Circuit Court of the Second Judicial Circuit, in and for Leon County, Florida.
Respondent agrees further that no hearing need be held on the DFS’ petition for an order

appointing the DFS as Receiver.

Datedthis /A dayof &P 7E AR 2019,

(Corporate Seal)

Depmmg ik 10



Directors of Florida Specialty Insurance Company

—

By:

Print Name: r/ e n T TR Ou( A D
\

Title: C R AN

Date: 7/ / -3 aa

State of ‘Cl leld a
County of Sarﬂé(‘r}‘n_,

The foregoing instrument was acknowledged before me this [ 2 day of-_SCE"'thOlQ,
vy Vineent Rowland  Divector

(name of person) (type of authority ..... ¢.g. officer, trustee attorney in lact)

wor_Flonda Speciatty Thneurance Comparny

(company namc)
/%\R/Jk j
r\)

. BARBARA RICHMOND (Signature of Koy

EXPIRES February 20, 2021 BWCL ?l CVU/WOVIC{

(Print, Type or Stamp Commissioned Name of Notary)

Personally Known___ |/ ification_
N /A

Type of Identification Produced

[1e)



Directors of Florida Specialty Insurance Company

By: . q a ,_{,M

Print Name: SV>4M J. ﬁ‘\’TSC AL

Title: CEO

Date: ?)r//%// i

State of Eloida

County of 6@1 'Q_Q_(:i%

The foregoing instrument was acknowledged before me this }2. day of &¢ Eh:mbaow,

by Sucan Fadsehad ss

Di l’f,c,ﬁ)t’

(name of person) (type of authority ..... e.g. officer, trustee attorney in fact)

tor Flovida épﬁa oy Tnsuvance cbmpa)’)\-{

(company name)

Bt

W, BARBARA RICHMOND

(Slgmf\)e of No

I f "% MY COMMISSION # GG074459
o  EXPIRES February 20, 2021 W | C/lf] 10

(Print,

Type or Stamp Commissioned Name of Notary)

Personally Known ‘/ OR-Produced-Identification”

Type of Identification Produced /A
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