AFFIDAVIT OF VIRGINIA A. CHRISTY

STATE OF FLORIDA

COUNTY OF [ ) \mywvoe. »

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 I 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
referred-to as “OFFICE”) since July 2012, From July 2012 to August 2014, T 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 Financial Oversight.

3. Since September 2017, I 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 business 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
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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 111 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. ©n 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.

S 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 proceedings 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

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 herefo
as Exhibit 3.

12. In the Statement, FSIC reported surplus as regards policyholders totaling
$10,034,909 United States Dollars (“USD*”) (see line 37, 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 mémbers 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 consideted admitted.

16. The notes to the Statement include a “going concern” opinion stating that
“[h]istorical 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.  ESIC also reported i 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 R 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 eained 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.  Inthe 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 Q03, 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. FSICis insolvent at June 30, 2019.

L 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 I
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 finanicial statement FIVE-YEAR HISTORICAL
DATA page, attached hereto as Exliibit 5, loss 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.

Page 6 of 11



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 premium 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.  On July 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 reduced from
90% coverage to 45% coverage, which will further strain FSIC’s resources if'a catastrophic event
occurs.

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 calculation 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, ereditors, 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, prokibits-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
OFFICE.

46.  On April 9, 2019, FSIC, through an affiliate, entered into an agreement that would
non-renew a pottion 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 OFFICEs 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)]., 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 ot 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 continued 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

Authoritv: §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, Division of
Rehabilitation and Liquidation as Receiver, A true and correct copy of the Consent is attached
heteto as Exhibit 9.

52. The consent states: “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 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 he.aring 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 prospcctil‘vely 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.

VlrglmaA Ch ty, Director | f

Property & Casualty Financial Oversight
Office of Insurance Regulation

STATE OF PL

COUNTY OF Niyeec

A
The foregoing affidavit was sworn to and subscribed before me this é day of 3@2

2019, by_\/ rgi i Chn‘gix’

" MICHELLE DUNSWORTH /W @_,Q?l\

ff A Notary Public - State of Florida

(Signature-of the Notary)

B M D&r L AN Vot 7LL

(Print, Type ot Stamp Commissioned Name of Notary)

Y

, ﬁﬁ)n‘ Commission ¥ GG 226250

gor w55 My Comm. Expires Jun 7, 2022
Bnnded through National Notary Assn.

Personally Known OR Produced Identification X

Type of Identification Produced F (, D (——

My Commission Expires -2 22

-
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EXHIBIT 1

In the Matter of: Florida Specialty Insurance Company
Consent Order No. 242640-19-CO



FILED

MAR 2 0.2019

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 uporn 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 m 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 as is necessary for the company to implement
and complete its appropriate cotrective 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 A definitive business solution for the ongoing operation of the company,
which may include a sale of the company, a merger, a 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 upcoming 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 liabilities
as they become due;

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

e. A schedule of all outstanding claims 1o include date of loss, initial reserve
amount, and current reserve amount as of March 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

written consent of the OFFICE.
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7. FLORIDA SPECIALTY shall not waste assets o expend funds in excess of $10,000
U.S. Dollars (“USD”), other than in the ordinary course of business, without the prior 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 execution 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 Financisl
Services (“Department”) may have examiners or other designees present at the offices of
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FLORIDA SPECIALTY to supervise activities, 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
fssmce 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 have 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 further and other
proceedings herein to which it may be eutitled 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 appesl.

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 reasonable attomey fees and costs. Otherwise, each party to this
Consent Order shall bear its own costs and attorney 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 full 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 orders, or corrective action plans; or are inconsistent with this Consent
Order.

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

20. FLORIDA SPECIALTY effirms 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, wiﬂmu; 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 fact that the copy may have
been transmitted to the OFFICE electronically. Further, FLORIDA SPECIALTY agrees that its
signature, as affixed to this Consent Order, shell 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 (40 dayof /Merch ,2019.

"1 dwict Attrraiein

id Altmeier, Commissioner
ce of Insurance Regulation
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By execution hereof, FLORIDA SPECIALTY INSURANCE COMPANY consents to
entry of this Consent Order, agroes without reservation to all of the sbove terms and conditions,
and shall be bound by all provisions herein. The undersigned represents that he or che has the
suthority to bind FLORIDA SPECIALTY INSURANCE COMPANY to the terms and conditions
of this Consent Order. The undexsigned also cestifies that be or sho has provided the signature
below voluntarily and without coercion, based upon the assistance of legal counsel for FLORIDA
SPECIALTY INSURANCE COMPANY.

FLORIDA SPECIALTY INSURANCE COMPANY

[Corpocstaeed 05 6 i
Title: CE o
Due:__2//2 /19
STATEOF _Flo@1DA

COUNTY OF SAvASaTA

%
mmmtmmwwmmmmﬁ.dwomew.

wSgpa s w_ OFFier
{Type el sulbexity....g officnr; trustes stiomey fo fiof)

for Fono4 S/&fﬁr_mw WML

/Barkniw ¥ IC,l’lt’ht_:_u_d

(Prims, Typo, or Stamp Commissiontd Neme af Notary)

Personally Known_V_OR Produced Mensification
Type of identification produced
My Commission Bxpires F&brug ny o, A2
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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

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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EXHIBIT 2

In the Matter of: Florida Specialty Insurance Company
Consent Order No. 244368-19-CO



FILED

JUL 18 2019
OFFICE OF

-

OFFICE OF INSURANCE REGULATION

DAVID ALTMAIER
COMMISSIONER
IN THE MATTER OF: CASE NO.: 244368-19-CO
FLORIDA SPECIALTY INSURANCE COMPANY CONFIDENTIAL
. / Pursuant to Section
624.82, Florida Statutes

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 l 8 &day of July, 2019.

Lot e

David Altmaier, Commissioner
Office of Insurance Regulation
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By execution hereof, FLORIDA SPECIALTY INSURANCE COMPANY consents to
entry of this Consent Oider, agrées without reservalion to all of the aboye terms and conditions.
and shall be bound by all provisions herein. The undersigned represents that he or she has the
authority to bind FLORIDA SPECIALTY INSURANCE COMPANY to the terms and conditions
of this Consent Order. The underSIgned also certifies that he ar she has provided the signature
below voluntarily and without coercion, based upon the assistarice of legal counsel for FLORIDA
SPECIALTY INSURANCE COMPANY.

FLORIDA SPECIALTY INSURANCE COMPANY

W&LM\

[Corporate Scal] Name: ). vS4 ) d / L HA ¥
(Pleasc type or print)
Tide: CEQ

Date: 7‘/ g / (7

STATE OF _FLog 104
COUNTY OF S AZASOTH

The foregoing affidavit was sworn to and subscribed before me this _‘__?_-day of July, 2019,

¢ as OFEWC .

{Tvpe of authority...e.g. officer. trustes atmey in facl)

AName of peeson)

for _Froaa Sl sry EM@@M/M?’

[Company nume)

¥4, BARBARA RICHMOND
i % MY COMMISSION # GGO74459 Signature 1 yoby) )

¥ EXPIRES February 20, 2021 Ea_rbd,m, ‘l’/\/.}C,i'l mond

(Print, Type, or Stamp Commissioned Namw of Notary)

Personally Known OR Produced Identification

/
Type of identification produced /’1/’,/,'4'
My Commission Expires ‘fﬁbmar ! ZO , 202 |
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COPIES FURNISHED TO:

SUSAN PATSCHAK, CHIEF EXECUTIVE OFFICER
Florida Specialty Insurance Company

1S School Avenue, Suite 900

Sarasota, Florida 34237-6014

Email: spatschak@floridaspecialty.com

VIRGINIA CHRISTY, DIRECTOR
Propetty & 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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EXHIBIT 3

Florida Specialty Insurance Company
Quarterly Statement as of June 30, 2019



ENERREMRRP NI
QUARTERLY STATEMENT

As of June 30, 2019

of tha Condition and Affairs of the
NAIC Group Code..... 0, 0 NAIC Company Code..... 17248 Employer's ID Number..... 47-0706955
{Current Period) (Prior Period)
Organized under the Laws of FL Stete of Domiclle or Port of Entry FL Country of Domicile  US
Incorporated/Organized..... June 10, 1987 Commenced Business..... July 17, 1987
Statutory Home Office 1 § School Ave, Suite 900 .. Sarasota .. FL .. US .. 34237-6014
{Streat and Numbe)  {CHy or Town, State, Country end Zip Codle)
Main Administrative Office 1 S School Ave, Suite 900 .. Sarasota .. FL .. US .. 34237-6014 , 941-210-5670
(Strest and Number)  (Clly or Tow, Siste, Counlry and Zip Coda) (Area Coclo] (Tefephone Number)
Mail Address 1 8 School Ave, Suite 300 .. Sarasota .. FL .. US .. 34237-6014
{Strest end Numberor P. 0. Box)  (Clly or Town, State, Country and Zip Code)
Primary Location of Books and Records 1 S School Ave, Suite 900 .. Sarasota ... FL .. US .. 34237-6014 941-210-5674
fStrestend Numbe)  (Ciy or Town, State, Country and Zip Code) (Area Code} (Telephane Number)
Intemet Web Site Address WWW.FLORIDASPECIALTY.COM
Statutary Statement Contact LAURA REAY LOPEZ 941-210-5673
{Name) ’ (Area Cods) (Telaphone Number) (Extonsion)
LLOPEZ@FLORIDASPECIALTY.COM 941-330-8761
(E-Mel Address) {Fax Number}
OFFICERS
Name Title Name Title
1. SUSAN JEAN PATSCHAK CED AND SECRETARY 2.
3 4,
DIRECTORS OR TRUSTEES
SUSAN JEAN PATSCHAK ALEX BLUMENFRUCHT VINCENT THOMAS ROWLAND, JR YAAKOV BEYMAN
Stateof......  Floida

County df.... Sarasota

The officers af this reporting entily being duly swom, each depase and say that they are the destribed officers of said reporting entity, and that on the reporting pariod
stated above, all of the herein described assets wers the absolute property of the said reporting entity, free and clear from any liens or claims thereon, except as
herein staled, and that this statement, together with related exhibits, schedules and explanations therein contained, annexed or refemed to, is a full and true statement
of all the assets and liabiliies and of the conviftion and affalrs of the said reporting entity as of the reporting period stated above, and of its income and deductions
therefrom for the perlod ended, and have been completad in accordance with the NAIC Annual Statement Instructions and Accounting Practices and Procedurnss
manual excep! to the extent that: (1) state law may differ; or, (2) thet state nudes or regulationa require differences in reporting nat related to accounting practices and
procedures, according to the best of their information, knowledge and belief, respectively. Furthermore, the scope of this attestetion by the described officers also
Includes the related comesponding electronic fling with the NAIC, when required, that s an exact copy {except for farmatting differences dus to electronic flling) of the
endlosed statement. The electronic filing may be requested by various regulators in liew of or in addifion fo the enclosed statement.

{Signature) (Signature) (Signature)
SUSAN JEAN PATSCHAK
1. (Printed Nama) 2. {Printed Name) 3. (Printed Name)
CEQ AND SECRETARY o
{Tide) (Tite) ~ (Titi) -
Subscribed and swom to before me a. Is this an original filing? Yes [X] No{ ]
This day of b. Ifno; 1. State the amendment number
2. Date filsd

3. Number of pages atiached




sttsmenttor une 30, 20190 e FLORIDA SPECIALTY INSURANCE COMPANY

_ ASSETS

Assels

___Current Statement Date . .
2

3
Net Admitied
Assels .

(Cols. 1-2)

December 31
Prior Year Net

...AdMitted Assels

1. Bonds

5,623,270

5,623,270

7,957,608

2, Stocks:
24 Preferred stocks.

22 Common stocks.

3. Morigage loans on real estate:
3.4 First liens,

32 Other than first lons
4. Real estate:

4.1  Properties occupled by the company (less §.........0
encumbrancas)

42  Properties held for the production of income (iess §...... 0
enoumbrancss)

43  Properties held for sale (jess §. 0 encumbrances).

5, Cash ($...5,540,025), cash equivalents (5....372643)
and shor4eim investments (5........0)

5912669

65,912,669

2,883 517

. Contract loans (including §........ 0 premium notes),

Derivatives.
Other invagted assets.

= © a

®moNo®

Receivables for securit

10, Secailies lending reinvested collateral assets

11, Aggrepate write-ns for invested assets

12,635,839

12, Sublotals, cash and Invested asssts {Lines 1 to 11)
13. Title plants lesa §..........0 charged off (for Title insurers only)

10,841,325

14. Investment income due and accrued

30,247

46,172

15. Premiumns and considerations:

15.1 Uneoliscted premiums and agents' balances in the courss of collection.........cnus

15.2 Deferred premiums, agents’ balances and instaliments booked but deferved

2,334,067

54853

5621,247

3,593,833

and not yet due (inciuding §..........0 eamed but unbilled premiums).
15.3 Accrued retrospectve premiums (3..........0) and contracts subjact bo
redetermination {$......... 0},

16. Reinsurance:

6.1 Amounts recoverable from

34,143,004

11420417

182 Funds held by or depostted with relnaured companies.
18.3 Other amounts receivable under reinsurance contracis.

1,366,212

17. Amotnits recaivable raiating to uninsured plans

18.1 Current federe) and forsign income tax recoverabla and interest tharon

1,470,000

18.2 Net deferred tax asss!
18. Guaranty funds recsivable or on deposil

1,470,000

20. Eiectronic data processing equipment and software

21. Fumiture and equipment, including health care defivery assets (§........0).

46882

AB 882

Net adjustment in assats and Fiabliities due to foreign exchange rates.
. Receivables from parent, subsidiaries and affiliates.

8

1,378,704

320128

24. Healthcars (§......... 0) and other Is recsivable.

25, Aggregate write-ins for other than mvested assets,

L

26. Totel assels excluding Separate Actourts, Segragated Accounts and Protected
Cetll Accounts {Lines 12 through 25),

55,532,676

111,735

55,420,841

31,004,651

27. From Sepanate Accounts, Segregated Accouns and Protected Cell Accounts.
2. Total {Lines 28 and 27).

55,532,678

111,735

55420,841

31,004,669

101,

DETAILSO

FWRTEMNS =

. Summary of remaining write-ins for Line 11 from overflow page.

©c o o o

1198. Totals (Lines 1101 thru 1103 plus 1198) {Line 11 above|

2598, Summary of remaining write-ins for Line 25 from overfiow page.

S O O o o

2688. Totals [Lines 2501 thru 2509 plus 2588) (Line 25 above).




saementorduve 20, 201000 FLORIDA SPECIALTY INSURANCE COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS
1

Current
Statement Date

Losses {cument accldent year §.....1,341,184),

¥
Dacember 31
Priof Year

2,831,760

3,818,133

Reinsurance payable on paid losses and loss edjustment expenses.

157,626

8522

620,663

Other expansas {exciuding taxes, toenses and fees)

Commizsions payable, contingent commissions and other similar charges

1,735,220

1.
2
3. Loss adjusiment exp
4,
5.
6.
IA

72  Netdefomed tax Eabilly.

Taxas, ficansas and fees {excluding federal and foreign income taxes),

808,444

669,347
424,284

1 Curment federal and forelgn income taxes (including $.........0 on realized capital gains {lossas)).

8. Bonowed money $......... 0 and interest thereon $. 0

8. Uneamed premiums (after deducting uneamed premiums for cedad reinsurance of $....51,189,846 and induding
warranty reserves of §........0 and acruad accident and health experience rating refunds
tncluding $..........0 for medical loss ratio rebate par the Public Health Service Act),

{672,083)

{7.610,858)

10.  Advance premium,
11. Dividends declared and unpaid:

11.1 Stockholders.

3,075,188

2,293,322

11.2 Poiicyhoklers,

12.  Ceded reinsurance premiums paysble (nel of ceding commigsions)

40,814,561

17,269,391

16,788°

2,100

13, Funds held by company under reinsurance trestles,

14.  Amounts wihheld or retained by company for sccount of others.

15, Remiltances and items not aliocated,

16, Provislon for relnsurance (including §..........0 certified).

18.  Drafis cutstanding.

17.  Net edjustments i asssts and llabifities due to forsign exchange rates

19.  Payable fo parent, subsidiaries and affiflates.

20. Derivatives.

2. Payable for eacurities
22 Payable or securifies lending

23.  Liabliity for emounts held under uninsured plans.

24, Capilal notes §..........0 and interest thereon $ 0

5. Apgragate writeins for [abilities.

{2.067.108) |

[4,222 499)|

27. Protected cel fiabfities.

26. Total liabilties excluding protected cel liabifiies (Lines 1 through 25).

43,386,031

14,484,962

28.  Total llabllities (Lines 26 and 27).

45,386,031

pea— UK ]

20.  Aggregate writc-ins for special surplus funds.

2451,164
2,000,000

2451,164
2,000,000

30. Common capital stock
31. Prefermad capital etock.

32, Aggregate wite-ns for other than special surplus funds,

33. Surplus notes

11,585,028

34.  Gross pald In and contributed surplus
35.  Unassigned funds {

{6.001,283)

11,565,028
573,507

36. Less treasury stock, at cost:

36.2

381 .........0.000 shares common (value Included in Line 30 §........

0,000 ghares preferred (value included in Line 31 $

37.  Surplus as regards policyholders (Lines 28 %o 35, less 36)
38.  Totals (Page 2, Line 28, Col, 3},

10034809 | ..

16,600 699

55,420,840

31,094,881

2501. Retroactive Reinsurance Reserve Ceded.

DETAILS OF WRITE-ING

(4,222,489)

{2,067,106)

0

2588. Summary of remaining write-ins for Line 25 from overflow page.
2599. Totals (Lines 2501 thru 2503 plus 2598) {Line 25 above).

(2.067.106)

14,222 499)

2001. Retroactive Reinsurance Spectal Surplus

2451,184 |

2454,164

2602,
2903,

]

2098, Summary of remaining write-ing for Lins 28 from overfiow page.
2899, Totals (Lines 2801 theu 2903 plus 2098) (Line 28 above)

245164

3201

e 2,391,164

3202,
3203.

3298. Summary of remalning write-ins for Line 32 from overflow pags.
3209. Totals (Lines 3201 thru 3203 plus 3288) (Line 32 abave).
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Swlamentfor Jime 20, 0190ihe FLORIDA SPECIALTY INSURANCE COMPANY

Qo4

STATEMENT OF INCOME
1 2 3
Current Year Prior Year Prior Year Ended
to Date 1o Date Decsmber31
UNDERWRITING INCOME
(writien $.....50,645.289) 48,315,080 37,342,858 82,320,101
- {written §..........0). (5,569) 7.564)
e (written $....45,309,148) 49815804 |................34 842 553 |..............74.268 794
. (written §.....5,339,141) e e{1,400,624) 2464736 | ... . .B043743
DEDUCTIONS: ;
2. Lossas incured (currant accident yeer $.....2,044,273):
2.4 Oirect. 42,856,364 18,260,004 65478317
22 Assumed, 88427 204,304 326,762
2.3 Caded s §1.841,228 15,774,452 50,769,012
2.4 Net. 1,104,563 3,709,048 8,037,067
3. Loss adjustment expenses incumed (94,824) 567,991 2379921
4, Other underwiiting expenses incumes 4,524,325 (11,488,408} 1,276,103.
5. Aggregaie writadns for undenwriting deductions. 1215 0 12 586 129)
6. Totalundarwriting deductions {Lines 2 through 5) 5,318,086 (1.240,471) 7,126,958
7. Netincome of protecied cefls. el
8. Net underwriting gain (loss} (Lins 1 minus Line 6 + Line 7). 16.817,720)| 0,705,207 16,775
INVESTMENT INCOME
9. NetInvestment income eamed. 72008 224,807 389439
10. Net realized capital gains (lossas) less capital gains tax of §........0. {41.725)| (16.136) 1187479)
11. Netinvestment galn (foas} {Lines 8 + 10). 15 < | 208771 | ....... 171,960
OTHER INCOME
12. Net gain or (oss) from agents’ or premium balancas charged off
(amount recavered §..........0 amount charged off §.....7,1B0). {7,180} {2,904)
13. Finance and ssrvice tharges not indluded in premiums 155,889 138,448 321,818
14. Aggregate write-ins for miscellaneous income. 0 (473,733 0
15. Tofal other income {Linss 12 through 14). 148708 (338,980 321818 |
18, Nst income before dividends to policyholdars, afler capital galns tax and before ell other faderal and ’
forelgn income taves (Lines 8+ 11 + 15) (6.838.708)1 5,575,789 1,410,553
47. Dividends to policyholders
18. Netincome, after dividends to policyholders, sfter capital galns tax and before ll other federal and )
foreign incoms taxes {Line 18 minus Line 17). {6,638,708} 9575,7688 1410553
19. Fadaral and foreign income taxes incured
20. Net Income {Line 18 minus Line 18} (to Line 22).. 1410
CAPITAL AND SURPLUS ACCOUNT
21. Surplus as regards policyholders, December 31 prior year, 16,600,687 15,013,134 15,013,134
22. Netincome (from Line 20), {6,638,708) 9,575,769 1.410,553
23. Nettransfers {to) from Protscted Get accounts,
24. Change in net unrealized capital gaing or (lossas) less capital gains tax of § 0 55,116 {7.135) {54,829)
25. Change In net unreallzad forelgn exchange capital galn (loss).
26. Change in net deferred income tax. 268,149
27. Change in nonadmitted assels 8,804 {26,855) (20,310)
28. Change in provision for reinsurance
28. Change in surplus notes,
30. Surplus {contibuled to) withdrawn from protected cells.
31. Cumulative effct of changes In acoounting principh
32, Capital changes:
32.1 Paidin.
32.2 Transfered from surplus (Stock Dividend).
32.3 Transferred o surplus.
33. Surplus edjustments:
33.1 Paidin.
33.2 Transfemed in capital {Siock Dividend)
33.3 Trensfered from capital,
34. Net remittancss from or {to} Heme Office,
35, Dividends to stockholders
36. Change In treasury stock.
37. Aggregate write-ins for gains and losses in surpius D o] 0.
38. Changs in sumpius as regards policyholders {Lines 22 through 37). 8574 788) 9,541,799 1,598 563.
39, Surplus as regards policyholders, as of statemant date {Lines 21 plus 38). 10,034,909 24,554,933 16,609,697 |
- DETAILS OF WRITEANS
05D1. Premium Writa-Offs. 180,727
0502. Mis¢ Income (215,968} (245,886)
0503. Retoactive Reinsuranca Gein / {Loss). [2451,164)
0598. Summary of remaining write-ins for Line § from overflow page. 0 0 0
0599. Totals [Lines 0501 thru 0503 plus 0588] (Line 5 above). T i — 0 12,566 123}
1401. Commission Income. : 1 9,516 -
1402. Rairoactive Reinsurance Gain / {Loss), {483,249)
1403.
1488. Summary of remaining write-ins for Line 14 from overfiow page. 0 0] 0
1499, Totals (Lines 1401 thru 1403 plus 1498] {Line 14 above). )| [ — l473;mq. 1]
3701, . . . -
3702,
3703, ;
3708. Summary of remaining wrtte-Ins for Line 37 from page. i] 0 0
3799, Totals [Lines 3701 thru 3703 filus 3 Line 37 ahove) 0 ] 0



staementfor hne 30, 210 ote FLORIDA SPECIALTY INSURANCE COMPANY

CASH FLOW
Currar1|t Year PdorzYear l Prior Year Ended
to Date ToDate December 31
CASH FROM OPERATIONS
1. Premiums colected net of 20427390 12,456,444 16,181,873)
2. Natinvastmant incoms. 101,382 311312 537,556
3. Miscelianeous income 148,209, .o (338,189 321,818
4, ‘otal {Linas 1 through 3). 29,671,500 12,429,568 {5,322499)
5. Benafitand loes related payments 23,206 347 23,063,348 12,684,058
8. Neltransfers o Separete Accounts, Segregated Accounts and Protected Cell Accounts
7. Commissions, expansas pald and apgregals wrile-ns for deductions. 5813217 (11,315,626} {781,251)
8.  Dividands pafd to policyholders.
8. Fedoral and foreign income taxes pald (recovered) Bt of8....... 18K on capial gain fiosses)
10, Total {Lnes 5 through 8) 29,100,224 11,747,722 11,022,608
11, Not tash from opsrations (Line 4 minus Line 10), 566.276' 681,846 (17,245,306)
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repald:
42.1 Bonds. 2,334,490 7,256,759 14,928,034
122 Stocks.
| 12.3 Mortgage loans.
124 Real estalo.
125 Other invested assets.
126 Net geing or (losses) on cash, cash equivalents and short-term &
127 Miscetianeous f ) R ——
128 Total invastment proceeds (Lines 12.1 to 12.7), 2334,490 7,256,759 14,928,034
13.  Cosl ofinvestments acquired (fong-term only):
13.1 Bonds. 1,899,261 1,899,291
132 Stocks.,
133 Morigege loans i
13.4 Real eatats
135 Other Investad assels
13,6 VISDAHANEOUS DPIICAIIOI. oe... e oeun oras s sseee s asestsascs e amtee i e LA £ £ AR 81 SRR B 8085008 | Sttt sisppbsnassstsaresasasse | soassssstssnnsssssasneseppecemmasms | smesssmmesssseesensesessresssorsrm
137 Telal investments acquired {Lines 13.1 to 13.6). ] SO KLt ) — 1,899,291
14. Nat Increasa or (decrease) in contract loans and premium notes.
15.  Nst cash fram investments (Line 12.8 minus Line 13.7 and Line 14). 2,334,490 5,357 468 13,028,743
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
18. Cash provided {spplied): |
16.1 Surplus notes, capital notes.
16.2 Capital and pald In surpius, fess fraasiry sinck.
163 Bormowsd funds
164 Nel deposits on deposil-lype contracts and other fsurance liabilities.
165 Dividands to stockholders.
16.6 Other cash provided (appifed). 1,126,387 {2.482.736) (3,080,885)
17.  Net cash from financing and miscelianesus sources (Lines 18.1 through 16.4 minus Line 16.5 plus Lind 16.6)........~ 1,126,387 {2,482 736 | o.comecsiscd (3,090,985
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Netchange in cash, cash equivalents and shorl-enm investments (Line 11 plus Line 15 plus Une 17), 4,020,153 3,556,577 {7.307,548)
19. Cash, cash equivalents and short-term investmants:
19.4 Beginning of vear. 2,883,518 10,191,068 10,191,066
19.2 End of period (Line 18 plus Line 19.1), : 8,912,870 13,747,643 2,883,518
Note: Supplemental disciosures of cash fiow information for non-cash fransactions: .
]1,0—;1“’——  F— |
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suementfor e 30,200 e FLORIDA SPECIALTY INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policles and Golng Concern

A

Accounting Practices

The financiel statemients of Florida Speciafty Insurance Company {"Company”) are presentted on the basis of accounting practices prescribed or permitted by
the Florida Office of Insurance Regulation. Tha 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 operations of an Insurance company, for determining its solvency under the Florida Insurance
Law, The National Association of Insurance Commissioners’ ("NAIC") Accounting Practices and Procedures Manual ("NAIC SAP") has besn adopted as 8
component of prascribed or penniited practices by the State of Florida. The State hes adopted certain prescribed accounting practices that differ from those
found in NAIC SAP. The Florida Commissionsr of Insuranca has tha right to parmit specific practices that deviate from prescribed practices. A reconcifiation of
the Company’s net income and capital and surplus between NAIC SAP and practices prescribed and permitted bythe State of Florida is shown below:

il

Fis
Page

FIS

ine#

[ Current Year to Date

2018 l

NET INCOME

{1) The Company state basis
{Page 4, Line 20, Columns 1 & 3)

XXX

XXX

XXX

$

(6,638,708)

1,410,554

(2) State Prescribed Pracics that are an increasel{decreasa) from NAIC
$AP

(3) Stats Permitted Practice that are an increase/(decraase) from NAIC
8ap -

|

{4) NAICSAP{1-2-3=4)

(6,638,709).

adid

SURPLUS

1410554 |

|(5) The Company stete basis
(Page 3, line 37, Calumns 1 & 2)

10,034,509

16,609,699

|(6) State Prescribed Practica that are an ncreasei(decrease) from NAIC
SAP

() State Pemitted Practics that are an increase/(decrease) from NAIC
SAP

“

[(E] NAICSAP (5-6-7=8)

10,034,909

16,609,689

Accounting Policy

(2) Basis for Bonds, Mandetory Convertible Securities, SVO-Identified Investments and Amortization Method

Amortized cost using the interest method.

(6) Basis for Loan-Backed Securiies and Adjustment Methodolagy

U.S. govemmant agency Inan-backed and strustured securities are valued at amortized value. Other loan-backed and structured securities are valued af
sither amortized valus or fair value, dspending on many factors including: the type of undertying collateral, whether modeled by a NAIC vendor, whether
rated (by efther a NAIC approved rating organization or the NAIC Securities Valuation Office), and the reletionship of amortized value to par value and

amortized value to fair value.

Goling Concem

Historical operating results indicate substantial doubt exists related to the Company’s ability to continue as a gaing concem given the cummant market
environment in the state of Florida. The Company plans to substantially de-risk fis portioli beginning in the 4th quarter of 2019, i addition, the Company
continues to work with both the Florida Office of Insurance Regulation and ifs rating agency reganding any significant change i business plans. However, we
cannot predict, with certainty, the outcome of our actions to generate financial stability, or whather such actions will ganerate the expected financial stability.

Note 2 -~ Accounting Changes and Corrections of Emors

No significant changes
Note 3 - Business Combinations and Goodwil

No significant changes

Note 4 - Discontinusd Operations
No significant changes

Note § - Investments

D.

Loan-Backed Securities
(1) Descripiion of Sources Used t Determine Prepayment Assumplions

Prepayment assumptions for loan-backed and structured securitias were obtained from broker dealer survey values or intsmal estimatas.

(5) Information Investor Considared in Reaching Conclusion that Impairmends are Not Other-Than-Temporary
Loan-backed and structured securities in an unrealized loss posttion were reviewed to determine whether other-thantemporary impaimments should be
recognized. All Loan-batked structured securities have been held by the Company for less than 1 year. The Company Intends and has the abifity 1o hold

these securities lorig enough to allow the cost basis of these securities to be recovered. It Is possible that the Company could recognize

ather-than-lemporary impalmments In the future on some of the securtties, I fisture events, information and Bie passage of time cause ft to conclude that

declines in value are other-than temporary.
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NOTES TO FINANCIAL STATEMENTS

E Dollar Repurchase Agreements and/or Securifies Lending Transactians
The GCompany has no Dallar Repurchase andlor Sacurities Lending Transaclions.

F. Respurchasa Agresments Transactions Accounted for es Secured Borrowing
The Company has na Repurchase Agraements Transaclions Accounting for Secured Bommowing,
6. Reverse Repurchase Agreements Transactions Accounted for es Sacured Borrowing
The Company has no Reverse Repurchase Agreements Transactons Accaunted for as Secured Borrawing.

H. Repurchase Agreements Transactions Accounted for as a Sale
The Company has no Repurchase Agreements Transactlions Accounted for es e Sale.

L Reverse Repurchase Agreements Transactions Accounted for as a Sele
Repurchase Transaction ~ Cash Provider - Overview of Sale Transactions

The Company has no Reverse Repurchase Agreements Transactions Accounted for as a Sale.

M. Working Capital Finance investments
The Company has no working capital finance Investments.
N. Offeetting and Neting of Assets and Liabifities
The Company does not perform any offsstting and netfing of assets and liablities.

Note 6 - Joint Ventures, Partnerships and Limited Liability Companias

Na significant changes

Nots 7 - Investment Income

No sigrificant changes

Note 8 - Derivative Instrumsnis

The Company hos no derivative instruments.

Note 8 - Income Taxes

No significant changes

Note 10 - information Concerning Parent, Subsidiaries, Affilietes and Other Related Partles
No significant changes

Noto 11~ Debt

The Company has no outstanding debt during the statement periods.

Nots 12 - Retirement Plane, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit Plans

A.- D. The company does nof participate in a defined benefit pian.

Note 13 ~ Capital and Surplus, Shareholder's Dividend Restrictions and Quasl-Reorganizations

No sigrificant changes

Note 14 - Lisbilitles, Contingencles and Assesaments

No significant changes

Note 15~ Leases

No significant changes

Nota 16 - Information about Financial Instruments with Off-Balance Sheet Risk and Financial instruments with Concentrations of Credit Risk

No significant changes
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NOTES TO FINANCIAL STATEMENTS

Note 17 - Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

B. Transfer and Servicing of Financial Assets

The Company has no transfer and servicing of financlal assets.

C. Wash Sales

(1)  Description of the Objectives Regarding Thess Transaclions

In the course of the company's asset management, securities are sold and reacquired within 30 days of the sala dale to enchance the company's yield on
its investment portfolio. However, thers were no wash sales occuring during 2019,

Note 18 - Gain or Loss to the Reporting Entity from Uninsured Plans and the Portion of Partially Insured Plans

No significant changes
Note 19 - Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

No significant changes

Note 20 - Fair Value Measurements

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

2

)

@

The Company categorizes its assats and lisbilites that are measured at fair valus into the 3-4er hisrarchy as reflected below. The 3-fier hierarchy is
based on the degree of subjectivity in the valuation method by which falr value Is determined.

Level 1: The estimated fair value within this lier is basad on quota prices in active markets and therefore classified as Leve! 1. The Company has no
assets or liabifities measured at fair value in this tier.

Level 2: The estimated fair value within this tier is defermined by independent pricing services using observable inputs or based on quotes from markets
which are not actively traded.

Level 3: The estimatad falr value within this tief Is determined using pricing models as there Is Title or no market activity with unobservable inputs thus
requiring judgment and stimation. The Company has no assats or liabilities measured at fair value in fhis tier.

| l | Net Asset Value

Descrigtion for Each Type of Asset or Liahility Level 1 Level 2 Level 3 (NAY) Total
Assets at Falr Value

Cash Equivatent - Other MM Mutual Fund § 372643 [$ $ $ $  a72s43

Pacific Gas & Electric Co. s 137,900 [$ $ 1§  1arem|

Total § 372843 137,800 |$ $ $ 510,543
Liabilities at Fair Value -

| . [$ I$ s [$ $ 3

Total ] s s s 1$

Fair Value Measurements in (Leve! 3) of the Falr Value Hierarchy

i Totat Gains and| Totzl Galns and I T
(Losszs) (Lozear) Ending Balanco
Baginning |Tn-msla|sm Transfers Out | Inciuded In Net | indudad in Setfie- | asof Cumant
v Balance Level 3 ofLevel 3 Income Supus | Puchases | lesusnces Sles ments Peried

1§ s ¢ I3 15 [s JL s s G

Tota! I3 $ s [ ] s ——$= — "|§ i3
b. Liabifities Topm—

B s Ig I3 I - j‘ Is 3 s Is

T [§ s Is 3 18 — Is [s s s

Policies when Transfers Between Levels are Recognized
Al the end of each reporting period, the Company evaluates whether or not any event has ccourred or crcumstances have changed that would cause an

instrument to be fransferred into or out of Level 3.

Dascription of Valuation Techniquss and Inputs Used in Fair Value Measurement
The estimated fair values were determined by utilizing Independent pricing services using observable inputs.
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NOTES TO FINANCIAL STATEMENTS

(5) Fair Value Disclosures
Not applicable.

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

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

C. Fair Value Lavel
Aggregate Falr | , Net Asset Value | Not Practicable
Type of Financial Instrument Value Admitied Assets|  {Level 1) (Level 2) (Leve! 3) (NAV) (Carrylng Value)
US Govt § BT2570 (5 851798 851,798 |3 $ $ 3 :
Municipals . § 1385341 |§ 1,363,746 1§, 1363746 |$ 18 .. §
Carporate _ $ 3418589 [§ 3407727 $ 3407727 [§ $ $ ]
Totals 5676501 1§ 5623271 |3 $ 5823211 |§ $
D. Not Practicable 1o Estimate Fair Value
Not applicable
E. NAV Practical Expsdient Investments
Note 21 - Other ltems
No significant changes
1 i
Agents Balanees Certification
Quayter Ended June 30,2019
1) Agents’ Balances or Uncollceted Premiums as reported on Page 2, Line 15.1
$2334.067
2} Amount of Agents’ Balances or Uncollected Premiums from Page 2,
Line 35,1 that is due from “controlled™ or “controlling™ persons, and
30
3} *Amouni reported in#2 above and secured by a: Trust Fund, Leties of
Credit, and Financial Guaranly Bond as required by Section 625.012,
Floridr Statutes.
0

Note 22 - Events Subsequent

Subssguent events have been considered throughAugust 14, 2019 for these stalutory finencial statements which are ko bs issued on . Thers were no events occurring

subsequent to the end of the quarler thet merited recognition or disclosure in these statements.
Note 23 - Relnsurance

No significant changes

Mote 24 - Retroapectively Rated Contracts and Contracts Subject to Redetermination
The Company has no retrospectively rated conlracts or contracts subject to redetermination.
Note 25 - Change in Incurred Losses and Loss Adjustment Expenses

A Change in incurred Losses and Loss Adjustment Expenses

Reserves as of December 31, 2018 were $5,551,000. In 2019, $2,592,000 has been paid for incurred losses and loss adjusiment expenses
atfributable to insured events of prior years. Reserves remaining for prior years are now $1,813,000 as a resuft of re-estimation of unpaid claims and
claim adjustment expensss. Therefore, thers has besn & $1,146,000 of favorable reserve prior year development since Dacember 31, 2018. The
change is generally the result of ongoing analysis of recent development trends. Original estimates are increased or detreased, as additional

information becomes known reganding individual claims.
B. Information about Significant Changes in Methodologles and Assumptions

No change.
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NOTES TO FINANCIAL STATEMENTS

Note 26 ~ Intercompany Pooding Arrangements
No significant changes

Note 27 - Structured Settlements

No significant changes

Note 28 - Haalth Care Recelvables

No sigificant changes

Noto 20 - Participating Policies

No significant changes

Note 30 = Premium Deficlency Reserves

No significant changes

Note 31 - High Deduclibles

No significant changes

Note 32 - Discounting of Liabifities for Unpald Losses or Unpatd Loss Adjustment Expenses
No significant changes

Note 33 - Asbestos/Environmental Reserves
No significant changes

Note 34 ~ Subscriber Savings Accounts

No significant changes

Note 35 - Multiple Peril Crop insurance

No significant changes

Note 36 - Financial Guaranty insurance

The Company does not write financial guaranly insurance.
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11

12
24

341

33

34
a5
44

42

8.1
6.2

63

64

65

66
A

72

6.1
B2

83
84

9.1

2.1

9.2
921

9.3
831

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL
Did the reporting enﬁty enpeﬂeuce any materigl transactions requiring the fifing of Disclosure of Malertal Transactions with the State of Domicie,

as required by the Mod: Yes|[ ] No[X]
If yes, has the raporl been fied with the domicifiary state? Yes[ 1 Nof[]
Has any change been made during the year of this statement in the charter, bydaws, arlicles of incorporation, or deed of seftiement of the
reporiing entiy? Yesf 1 No[X]
{f yas, date of change:
Is the reporting entity a member of an Insurance Holding Company System consising of two or mora affliated persans, one or more of which is an insursr? Yes[X] Nof}
If yes, complete Schedule Y, Parts 1 and 1A.
Have thers baen any substential changes in the organizationel chart since the prior quarter end? Yes[ ] No{X]
If the response bo 3.2 Is yes, provide a brief description of those changes.
Is the reporting entity publicly fradad or & member of a publicly traded group? Yas|{ ] No[X]
If the response to 3.4 I yes, provide the GIK {Central index Key) code Issued by the SEC for the entityigroup.
Has the reporiing entity baena party to 8 menger or cansolidation during the period coverad by thie statement? Yes| ] No[X]
If yes,, compiele and fie the merger histary data file with the NAIC for he annual fiing comesponding to this period,
If yes, provide neme ot entity, NAIC Company Code, and state of domicile (use two letier etate abbreviation) for any entity that has ceased to existac @
rasult of the mergar or cansolidation,
1 F] 3
NAKC
Company | State of
Name of Entity Code Domiciis

If the reporting entily is subject to a management agreement, induding thind-pary administrator(s}, managing general agent(s), etiomey-in-fact, or
similar agreerien, have there been any significant changes negarding the terms of the agreement or princlpals Involved?
I yes, attach an explenation.

Slate a5 of whet dats the latest financial examination of the raporting entity was made or is being made.

State the as of date that the latest financial examinetion report became avaliable from etther the siate of domicile or the reporting entity. This date
should ba the dals of the examined balance sheel and not the data the reporl was completed or released.

State as of what date the latest financial examination report became availeble to othsr states or the public from elther the state of domicile or the
reporting enllly. Thisis the release date or completion date of the examination report and nol the date of the examination (balance sheat dals).

By what department or departments?

Hava all financial staternent adjustments wilhin the latest financial examinstion report been accounted fo in & subsaquent finandial statement filsd
with Departmenis?

Have &t of the recommandations within the latest financial examination raport been complied with?

Has this reporting enfily had any Certificates of Authority, licenses or registrations (including corporate registration, if appficable) suspended or revoked
by any govemmental entity during the reporting period?

if yes, give full information:

15 the company & subsidiary of a bank holding company regulated with the Federal Reserve Boand?
{f response to 8.1 ks yas, please identify the name of the bank holding company.

Is the company affiated with ane or more banks, thifts or securities firms?

ff the response to 8.3 is yes, please provide below the nsmes and location (city and state of the main office) of any affilates regulated by a federel
regulatory sarvices agency [ie. the Federal Resarve Board (FRB), the Office of the Comptroller of the Cumency (OCC), the Federal Deposit Insurance
Cnrporauon (FDIC) and the Securities Exchange Commission (SEC)) and identffy the affitiate’s primary faderal regulator].

Yes| ] NoX) NA[]

1281120961213472018

12/311201612/31/2018

2121/201802/21/2018

Yes[ ] Nof[ ] NA[X]
Yes[X] NoJ ] NA(]

Yes| 1 NolX]

Yes[ | MNo[X]

Yes[ ] NolX]

1 2
| Affiate Name : Location {City, State)

§

—

7 5
oce | Foic | sec
| .

-4

Are the senlor officers [principal exscutive officer, principal financlal officer, principal accounting afficer or controller, or persons performing similar
functions) of the reporting entiy subject to & code of ethlcs, which inchudes the following standards?

{a) Honestand ethical conduct, including the sthical handfing of actual or apparent conflicts of interest between personal and professional relationships;

{b) Full, fair, accurate, imely and understandable diselosure in the periodic reports required to be filed by the reparting antity;
{¢) Compliance with applicable govemmental laws, ndes and regulations;

{d} The prompt intemal reporting of violations to &n appropriate parson or persons Identified in the code; and

(8} Acoountability for adherenca to the coda.

If the response t0 9.1 is No, please sxplain:

Has the code of ethics for senior managers been amendad?
If the response i0 9.2 is Yes, provide information related to emendment(s).

Have any provisions of the code of ethics been walved for any of the specified officere?
If the response i 9.3 is Yes, provide the nature of any walven(s).

Qo7
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

10.4
102

.

-

1.2

13.
141

151
152

16.

1641
162
16.3

FINANCIAL
Does the reporting entity report any amounts dus from parent, subsidiarias or affikiates on Page 2 of this statement?
if yas, Indicate any smounts receivable from parent included In the Page 2 amount:
INVESTMENT

Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made aveliable for
use by another person? (Exclude securities under securities lending egresments.)

I yes, give full and complate Information relating thereto:

Amount of real estate and morigages held in other invesled assels in Scheduls BA:
Amount of teal estats and mortgages held in shortlerm invastments:
Does the reporting entity have any investments in parent, subsidiaries and affiates?

14.2 ¥fyes, please complate the following:

14.21
4.2
4.2
14.24
14.25
14.28
.27
14.28

Bonds

Preferred Stock

Common Stock

Short-Term Investments
Morigege Loans on Rea! Estate
Al Other

Has the reporting enfity entered info any hedging transactions reported on Schedule DB?

If yes, has a comprehensive description of the hedging program bsen made svailable to the domiciliary state?

£ no, ettach a descriplion with this stalement.

Total Investment in Parent, Subsidiaries and Affiiates (Subtolad Lines 14.21 to 14.26)
Total Investment in Parent included in Lines 14.21 {0 14.26 above

Yes[X] Nof}

$ 0

Yes| ] MNofX]

0

Yes[ ] No[X]

1
Prior Year End Book/Adjusted
Canmying Value

2
Current Quarer Book/Adjusted
Carmying Value

oIoooooIo o

ooIRoc|o|o|oe

Rl

For the feporting entity's security lsnding program, stats te amount of the following es of curent statement date:
Total fair value of reinvested collatera! assets repored on Schedule DL, Parts 1. and 2:
Total book adjusted/carying value of reinvested collatera! asseis reported on Schedule OL, Parts 4 and 2:
Tota! payable for securities lending reported on the liablfity page:
Excluding flems in Schedule E-Part 3-Special Deposits, real ssiate, morigags loans and invastments held physically in the reporiing entity's
affices, vaulls or eafaty deposit boxes, were all stocks, bonds and other securiies, owned

custodial agresment with 2 qualified bank or frust company in accordance with Section 1, tl - General Examination Considerations, F. Outsourcing
of Criticat Functions, Custodial or Safekeeping Agreemenis of the NAIC Financial Condition Exsminers Handbook?

171 For all agreemenis that comply with the requirements of the NAIC Financial Condition Examinars Handbook, complete the followlng:

the current year held pussuant o a

Yos| ] MNo|X}
Yes{ ] Nol ]

Yes{X] Nof )

1
__Name of Cuslodian{s)

2
CustodlenAddress |

Fifth Third Bank

Orlando, FL

172
location and a complste explanatio

Fnrallageemamsthatdomtwmplywﬂhm requirements of the NAIC Flnam‘an‘}ondﬂnn Examiners Handbook, provida the name,

1

2
Location(s)

3
Complste Explanafi |

13

173
174

Have thera bean any changss, including name changes, In the custodian(s) idsntified in 47.1 during the cument querter?
I yes, give fuli and complete information relating thereto:

Yes[ | Mol ]

1
Old Custodlan

2

New Custodian

3
Date of
Change

4

Reason

—

175

sacurities’}.

Name of Flnn or Individual

Investment management - Ideniify afl Investment advisors, investment managere, bmker!deelers ncluding individuls that have ihe authority to make Inves!rrnnl decisions on behaﬁ
of the reporting entily. For essets thal are managed intemally by erployess of the reporting enfity, note as such [...that hava access to the investment accounts”, "handle

2
Affiliation

Asset Allocation & Manégement Company, LLC

u |

175087  Forthose fima/individuals listed in the table for Question 17, 5. do anyﬁmfldvmﬂh unsfifiated with 'he reporting entity (ia., designated witha *
manage mare than 10% of the reporting entity's assats? Yes[X] Nof[ ]
175098  Forfims/individuals unaffilisted with the reporting entty {i.e., designated with a "U") listed in the table for Question 17.5, does the tota! agsets under
managemaent aggregets to more than 50% of the reporting enBty's assets? Yes[X]) No[ ]
17.6 For those fims orindividuals listed in the able for 17.5 with an affiiation code of “A* (affiliated) or “U* {unaffifiated), provide the information for the table below.
1 F1 3 i 4 5
Investment
Central Reglatration Depository Managament
| Number Name of Firm or Individual Legal Entty Identifier {(LEI) Registered With Agraement (IMA) Fited
|| Assst Allocakion & Manag’einml
Wnpaw. LLC . _—
184 Have all the filing requirements of the leosasandecedumsManualafmeNMCJnMneanm Oﬂlcebemfollowed? Yes[X] Nof ]

182 Ifnio, sl exoeptions:
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Byself-dssngnsﬁng 56 securities, the reporting ently is certifying the following elemerts for esch seli-designated 5G1 security:

8. Documentation necessary to permit a full credit analyshs of the securlty does not extst or an NAIC CRP credil rating for an
FE or PL security [s not avaltable.

b.  issusrorobiiger ks currant on 2l contracied intarest and principal payments.

¢ The Insurer has an actual expsctaion of ulimate payment of all contracted interest and principal.

Has tho raporting entity seif-designated 5GI sacurities?

By self-designating PLGI securities, the reporting entity is cartifying the following elements for sach seit.designated PLGI security:

a.  The security was purchasad prior to January 1, 2018.

b.  The reporting entity is holding capitel commensurate with the NAIC Designation reported for the security.

¢ The NAIC Designation was derived from the creit rating assigned by an NAIC CRP In its leget capacity as a NRSRO which ks
shown on a current private lelter rating held by the insurer and avallable for examination by state insurance regulators,

d.  The reporting entity is not permitied ¥ share this credit rating of the PL security with the SVO.

Has the reporting entity salf-designated PLGI securities?

Q07.2
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GENERAL INTERROGATORIES (continued)

3.1
32

41

42

6.1
62
6.3
64

7.1

PART 2 - PROPERTY & CASUALTY INTERROGATORIES

If the reporting enfity Is @ member of a ponling amengement, did the agreement or the reporting entity's parficipetion change? Yes{ ] No[] WA[X]
If yes, atiach an explanation,
Has the reporiing entity refnsured any risk with any other reporting entity and agreed io release such entity from Hability, In whole o In pert,
from any loss that may ocour on the risk, or portion thereof, relnsured? Yes[ ] No[X]
if yes, attach an explanation.
Have any of the reporfing enlity’s primery reinsurance contrects been canceled? Yes{ ] No{X]
¥ yes, give full and complste nformation thersto:
Are any of the liabilities for unpaid losses and Joss adjustment expensas other than certain workers' compansation tabular resarves (see
Annual Stafement Inshuctions pertaining to distlosure of discounting for definition of tabular reserves,”) discountsd at a rate of (nerast
greater than zem? Yes[ ]| No[X]
If yes, compieta the follmwing scheduls:
1 2 3 Total Discount Discount Taken During Period
4 5 ] 7 8 : 9 10 11
Neximu
m Disc. Unpald Unpald Unpald Unpaid
Line of Business Intereat Rate Losses LAE {BNR Total Losses LAE IBNR Total
0.000 | 0000 0 0| 0 0

Tolal XXX 0% 0 0| B 0 0
Operating Percentages:

5.1 A&H loss percent 0.000%

52 ABH costcontalnment parcent 0.000%

5.3 A&H axpense percent sochiding cost contalnment expenses 0.000%
Do you act a5 & custodian for health savings accounts? Yes[ ] No[X]
I yes, please provide the amount of custodial funds held as of the reporting daie. 0
Do you act &s an administrator for health savings accounts? Yea[ ] No[X]
If yes, ptease provide the amount of funds administered as of the repoiting date. 0
Is the reporting entity ficensed or chartered, registered, qualified, eligible of writing business In at least two states? Yes[X] Nol )}
{F no, does the reporting enfity assume reinsurance business that covers risks residing in at least one state other than the state of domiile
of the seporting entity? Yes( ] Ne[X}

Qo8



sutomenttorune 0, 29 cive. FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE F - CEDED REINSURANCE
Showing All New Reinsurers - Current Year to Dats

3

1 2 4 | 5
|
NAIC
Company Domictiary!  Type of
Code 1D Number Nama of Reinsurer Jurlediction|  Relnsurer

.............. e | BMU o] Unitionized.,. | i |
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SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

BlBomNnamnwp |

Py
»

SRLERBERBNERRNREBaaRRAs 2

Current Year fo Date - Allocated by Stales and Territories

:

Alsbama,

Dll‘ecILossesPaM Dsdﬁg Sahvage) |

Cunsnt Year Prinr Year
__toDate to Dats

gDt lomes Upald— ﬂ
7

Current Year Prior Yoar

to Date _ foDate

Algska,

Arizona,

Califomia

Colorado.

Connecticut,
Delawars,

District of Columbia.............l DC
Florde

50,848,289 46,240,900 —E ]

[ — 28,857,778 | cwinirsenn.n. 11,243,601

Georgia
Hawall,

Idaho.

[inols.

Indlana.

Kansas,

Kentucky.

Loulsiana.

Malne.

Maryland.

Massachusslis.

Michigan,
Minngsola.

Mississippi

Rhode Isiand

South Carofing

South Dakota

Texas.
Utah,

Vemont.

Virglnia
Washing

West Virginia,

Wisconsin.

Pusrto Rico

US Virgin Islands

Northem Marlana lslands.....MP| ..

Canada CAN | .....N....

Aggregste Other Alien..........OT | . XXX...

o a]...

0 0

Tolaks KKK

50,648,289 | AB.240,900 | voenreerune IBE2T,567 | o

.......... e 2BEST,TT0 | 11,243,800

DETALS OF WRITE-INS

L~ Licangad or Chartered - Licansed insurance canier o domicled RRG-....ne..
E - Eligibie - Reporting eniities elighla or approved 1o witha surplus iines in the state
(otfver than telr stata of domicRe - 886 DSLIL.....cuws.noun

0

N

R RRGs.

Q- Qusified - Qusltdor "

D - Domestic Supius Lines insurer {DSLI} - Reporting enttiss authorized Lo wifte

surplus fines in the state of domicde.

Q10

I - Nons of the sbovs - Not allowsd to wrils business in the state..—..........
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_PART 1-LOSS EXPERIENCE

Currsnt Year to Dete
Direct Lossns

B AT5060 A2855,364

51.630

182 Protots iab¥fy-clakma made.

191, 18.2 Private passengsr autp kabiky

183, 194 Commarcial aito Babliy.

2. Alrurait (s peris).
28 FideRy.

24. Suraty.

26 Burcdary end fof.

27, Bollerand machinary.

28 Credit

2.
30, Warmanty.

3, wwsumed propesty

R
3.

2000
KX,
b+

£58

wille-ns fir ather Unes of business,

o)

| BEE

u,
35, Tolnia

[aatd.

Qa
SRS pew— Y117 A2B56,384

M0z
3403,

Srm

3486, Sum. of remalining wrk-ins for Line:
3499. Totals (Linis 3401 thru 3403 phis 3436 (Line 34

3
oo

Lines of Business

PART 2 - DIRECT PREMIUMS WRITTEN _
Current

Cuvant
Quiarter

Prior Year
__YeertoDate

25503138

48,240,900

18.4 192 Private pé aulp Gablily.

48.1 184 Commerclal aulo fatity.

2|.Al|h"i““=’""""l"°"

1

gdd

34, Aggregale ‘obher

wiite-n o Ling 34 from

Sum, of remaining
3499, Totas (Lines 401 thra 403 i 3488 (Liow 34....
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suunmtteana 20000 FLORIDA SPECIALTY INSURANCE COMPANY
SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The fabawiny nbaﬁdﬂ WHMMMIMMMMMMNWM

rwhich MWMMDNMWwNWhMMmaNM repori snd a har ¢oda
willbe priried below H ¥ your company fied for whataver eeson, enier SEE EXPLARATION and provide Bn
‘explanation following the Intarmogalory questions.

Response

1. Wl the Trusiged Surplus Stalémant be fied with e slate of domicl and the NAIC wilh this slatsment? NO
2 wil Ao Schedute T (Medical F LlobiRly this NO
3. Wil the Modicare Pait D be fled wlth e state of domicie and the NAKG with Ui N0
4. Wi the Direcks? amd Cficer Inssrance Coverage Supplamant be fled with the state of domicile and the NAIC whh this statemant? NO
Enhuﬂe_l‘n: _—
4, Thedatator befied
2 Thadataforii wquied tobe Hled.
L ; ba Eed.
L™ n - befied.
BarCode:

WERERNERRERERNRANTY
MENARRENARRRE NN
WUNENRERRRARIRRRNIA

RENERELRARERARRRRIR

Qis



swamenkrime 30, 20ame FLORIDA SPECIALTY INSURANCE COMPANY
Overfiow Page for Write-Ins

NONE

Q1é



sameitr e, 290 FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE A - VERIFICATION

Reel Edate _

PriorYear Endod

. Book/adjusted canrying valua, Decerber 31 of prior yser.
Cost of Bouited:

2.1 Actust cost &t ime of
Addionel

Cument

T otn adn flosal

To) P .

hpoTary i

n year

i period {Lines $4243+4-5+67-9).

Rpem~Noarw

. Stateman vahin 2t e of cuerent ecicd (Line & ks tine 10)

Morijage Loans

ing eocrud nkerest, Dicecber 31 of gror year.

SCHEDULE B - VERIFICATION

———— ]
Prior Yeer Ended
__ December3{

inciedse ldecroase).

1 Dmdamhm:dmﬂ'm-‘h

. tmmmmmmm

10. Dy

12, Toml

otherdhi
u MWM mmmm ccrued inleras! el end of cuent pedod {Lines 142+3+4+45+6-T-8+8-10}....

13. Subiotal (Line 11 ﬂlthH!)

M, Deduct

15, Sistement velue atend of uamant eviod {Line 13 it Line 4],

SCHEDULE BA - VERIFICATION

Other Lorig-Term Invested Assats

1 Mmmvﬂm Decembar 31 of prior year,

Yeer Io Dete

Frior Year Ended
Decarmber 31

afkr scquislion.

NONE=—

10, Deduﬁamulml'snhu" smporety

|'l1 ied (Lines 784810}

| 2. nts

| 18, Statement vaiie st end of curremt vk fLine 11 minus Line 12

SCHEDULE D - VERIFICATION

Bonds and Stocks

o4 cartying value of bonds &

1

YezroDate
7257810

2
FPrior Year Ended
_ Docamber31
21314544

 stocks, Decemtier 31 of prior yar.—......

soquired.

1,808,281
5,168

Unreaized valuation increass (decrease).

55,113

51,829

S Tola/gain (foss)

{41,785}

{157 ATE)

[le Dt oamieraton £ errieard i

2 334,489

14,928,435

~

14235

A3 860

a. Total loreign exchange hange in ¥ing

9, Ded oharthan

oK Yoar hporary
10, Tolal andior aoosiersiion les.

400

1. Booklediusted 400 o e of

14 26344+5-8-T+3-B+10).

- TRST YD

yng
12 Daduct

13, Statement value et end of cusmnt pariod [Line 11 minus Line 12,

Qstal

7T
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ssemenitrne 0, 20 0e. FLORIDA SPECIALTY INSURANCE COMPANY

Sch. DA -Pt. 1
NONE

Sch. DA - Verification
NONE

Sch. DB - Pt. A - Verification
NONE

Sch. DB - Pt. B - Verification
NONE

Sch.DB-Pt.C -8Sn. 1
NONE

Sch.DB -Pt.C-8Sn. 2
NONE

Sch. DB - Verification
NONE

Qsl03, QSio4, QSi05, aslos, QSi7



srement ke s 0, 010000 FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE E - PART 2 - VERIFICATION

- . _ Cash Equivalents
S e e |
. Booklacfusied carmybng value, Decafmber 31 of prior yer 145,482 78318
2c h d. 2445084 15252956
§ P
4. Unrealead (decreata)

6. Totat gain Joss) on Giaposss, |
8, Deck ehved on disposais 2217823 15.1ns.m|
8. “Total loroxpeichiagn changs in book! adjusted camying
8. Deduct cuent yesK's olher-Uian-emponesy S — ——
10, Bookiaduated canying vaiue ot end of cument period (Lines 1424344457485} 2,43 145482
", amounts, —— J——
|12, Stalament valua gt and of cument pariod {Line 10 minus Line 13, L 3TL0AS | . e USAR2 |

Qsios



samentorme 3 20zte FLORIDA SPECIALTY INSURANCE COMPANY

Sch.APt. 2
NONE

Sch.APt. 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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ssmentiorunew, 23arne 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

QE086, QE07, QE08, QE09, QE10, QE11



sutmattr o0, 2m5ofte. FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE E - PART 1 - CASH
- . MonihEx Deposioy Belances -
- | o | e | S
opm
FIth Third Eiask « Premi: Chncinned, GH. s
i Thid Bask - Opaators. et oM. 27

weiTERS)
e 106,334

e R | ..

— 6%

et AT |

QE12
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EXHIBIT 4

Florida Specialty Insurance Company
Quarterly Statement as of June 30, 2018



WARERAARNESRTERND
QUARTERLY STATEMENT

FLORIDA SPECI

NAIC Group Code..... 0, O

As of June 30, 2018
of the Condition and Affairs of the

NAIC Company Code..... 17248

{Cumment Pertod) (Prior Period)

ALTY INSURANCE COMPANY

Employer's ID Number...., 47-0706956

Organized under the Laws of FL State of Domicile or Port of Entry FL Country of Domicile  US
Incorporated/Organized..... June 10, 1887 Commenced Business..... July 17, 1987
Statutory Home Office 1 8 School Ave, Sulte 800 .. Sarasota .. FL .. US .. 34237:6014
 [Strost and Number)  (Chty or Town, Stels, Country and Zip Cods)
Maln Administrative Office 18 School Ave, Suite 900 .. Sarasota .. FL .. US .. 34237-6014 941-210-5670
(Strest and Numbsr)  {City or Town, Stats, Country end Zlp Cods) (Area Code) (Telephone Number)
Mail Address 1 8§ School Ave, Suite 900 .. Sarasota .. FL .. US .. 34237-6014
{Strest and Numberor . O. Box)  {Cily or Town, State, Country and Zip Code)
Primary Location of Books and Records 1 S School Ave, Suite 900 .. Sarasota .. FL .. US .. 34237-6014 941-210-5674
‘ {Strontand Number) (Gl or Toun, State, Counbry end Zip Cods) {Area Code} (Telephone Number)
Internet Web Site Address WWW.FLORIDASPECIALTY.COM
Statutory Statement Contact CRAIG MICHAEL THOMAS 941-210-5674
{Name) (Area Cods) {Telaphone Number) {Extension)
CTHOMAS@FLORIDASPECIALTY.COM 941-330-8761
{E-Mail Address) {Fex Number)
OFFICERS
Name Title Nems 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.en Florida
Countyof...  Sarasota

The officers of this reporting entity being duly swom, each depose end say that they are the describad officers of said reporting entity, and that on the reporting period
stated above, &l of the hereln described assets were the absolute property of the said reporting entity, free and clear from any liens or cialms therson, except as
herein stated, and that this statemant, together with related exhibits, schedules and explanations therein contained, annéxed or referred lo, is a full and true skatement
of il the assets and kabiliies and of the condition and affalrs of the said reporting entily as of the reporting period stated above, and of tts income and deductions
therefrom for the period ended, and hava been completed in accordance with the NAIC Annwal Statement instructions and Accounting Practices and Procedures
manual except to the extent that: (1) state law may differ; or, (2) that state rules or regulations require differences in reporting nat related to accounting practices and
procedures, according o the best of their Information, knowledge and befief, respectively. Furihermare, the scope of this attsstation by-the described officers also
includes the related corresponding electronic fifing with the NAIC, when required, that Is an exact copy {except for formatiing differences due to electronic filing) of the
enclosed statement. The electronic filing may be requested by various regulators in lisu of or in addition o the enclosed statement.

(Sigmature) {Signature) (Signature)
SUSAN JEAN PATSCHAK WILLIAM BRODERICK LODEN CRAIG MICHAEL THOMAS
1. {Printed Name) 2. (Printed Name) 3, (Printed Nams}
CEQ AND SECRETARY PRESIDENT AND COO CHIEF FINANCIAL OFFICER
(Ti) (Tite) {Titia)
Subscribed and swomn to before me a. Is this an original fiing? Yes {X] No[ ]
This . dayof b. ffno: 1. State the amendment number

2. Dale filed
3. Number of pages aftached




Stetement for ims 30, 2018010 FLORIDA SPECIALTY INSURANCG!

~ ASSETS

E COMPANY

]

Assets

Cument Satement Date
2

Nonadmitied
Assets

Net Admitiod
Assels
-{Cols.1-2)

1. Bonds

16,886,011

r

Dacember 31
Prior Year Net

Admited Assets |

21,314,544

2, Stocks:
2.1 Preferred stocks.

|
| 16,808,011
|
|

22 Common slocks

3. Morlgage loans on real estate:
3.1 Fisst lens.

3.2 Other than first liens

4. Rezlestate:
4.1 Properties occupled by the company (less §.........0

42  Properies held for the production of income (less §......... 0]
encumbrancas)

4.3  Properiies held for sale (less §.........0

5. Cash (3.....7,895,286), cash equivalents ($.....5,852,356)
end shost-term invesiments (§..........0)

19,47842

13,747,642

10,191,085

Conirsct loans {including $..........0 premium notes)

—3

Darivatis

[
7
8. Other invested assels
9. Revsivables for sacurities

. Securtties lending reinvested coliateral assets.

. Aggregats write-ins for invested assefs

o o b o o

. Sublotals, cash end Invested assets (Lines 110 11).

29,633,653

. Title plants [ess §..........0 charged off (for Title insurers ony).

31,505,609

. Investment incame due and acerued,

07,394

135,605

. Premiums and considerations:
5.1 Uncollected premiuma and agents’ balances in the course of CoBestoN.. ... .. wemsmmes

152 Defamred pramiums, agents’ balances and instelments bocked bul defemed
and not yet due (inciudingS........0 eamed bul unbifled premiums)

1,953,057

50,387

1830815

4,166,567

3,244,885

153 Accrued retrospective premiums $..........0) and conlracts subject io
| redetermination ($.......... 0)

. Renswance:

16.1 Amounis recoverable from
16.2 Funds held by or iled with companies.

23,813,058

8,130,125

16.3 Other amounts receivable under reinsurance

1,604,843

10,801

. Amounts recsivabls relating to uninsured plens.

Current federal and far’e'gn income tax recoverable and Interest EREBN. «.....w.-uwmssrevessesiense
Net deforred tax asset.

1,201,851

1.201,851

. Guaranty funds receivable or on deposit

. Electronic dala processing equipment and software.

. Fumiture and equipment, induding heatth care delivery assels (§.........0).

56,603 |

. Nef adjustment in assets and Fabilties due to foreign exchange rates.
. Receivables from parent, subsidiaries and affiliates.

1,483,861

. Heatth care {$......... 0 and other amounts recelvable

......... 8,003

. Aggregate wiite-ins for ether than invested essets.

. Total assets exclding Separate Accounts, Segragated Accounts and Protected
Goll Accounts {Lines 12 through 25),

117,083

53,234,361 |
0

45,523,653

From Separate Accounts, Segregated Accounts and Protected Cell Accounts

28. Tolal (Lines 26 and 27).

117,083

53,234,361

45,523,853

1101.

1102,
1163,

1198. Summary of remalning write-ins for Line 11 from overfiow page.

1199. Totals (Lines 1101 thru 1103 plus 119) (Line 11 above).

2501. Prepaid Expensss - Nonadmitted.
2502. Misc. Receivable

2508.

2598. Summary of remaining write-ins for Line 25 from overfiow page.

2599. Tatals (Lines 2501 thru 2503 plus 2598 (Line 25 above)

5 =] 35 D o O o o o

Qo2



seementtor e 20, 20000tme. FLORIDA SPECIALTY INSURANCE COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS

Cument

Lossas {cument accident year §.....4,054,986).

Statement Date

3
December 31
Prior Year

2768423

3,699,053

L o4

Relnsurance payable on peid losses and loss edjustment:

Loss edjustment exy

81,034
245,296

RS — 226,831

207,783

Commissions payable, contingent commissions and ather similar charges.
Othor expenses (exciuding taxss, licenses and fees).

1,088,177

Taxes, licenses and feas (excluding federal and foreign income taxas).

37435

756,637
13,378

J oo oo

HN

Current federat and fofelgn income texes (including §.......J 0 on realized capital gains (losses)),

72  Netdeforred tax Gabiily.

8.  Bomowsd mony $..........0 and interest theraon §.........0.

9. Uneamed premiums (sfter daducting uneamed premiums for oeded reinsurance of §....63,948,930 and incuding
waranty reserves of §.........0 and accrued sccident and heslth experience rating refunda

Including §.........0 for medical ks ratio rebate per the Public Health Service Act),
10. Advancs premium

(19,199,364)
2,292,832

[revs———— - LN )

1. Dividends declared and unpaid:
11.1 Shockhold

1,841,250

11.2 Poficyholders.

12.  Ceded reinsurance premiums payable (net of ceding commissions)
13.  Funds held by company under reinsuranca treaties.

14.  Amounts withheld of retained by company for account of others

63,576,214 | ...
2100 | ...

15. Ramiliances and tems not allocated

16.  Provision for reinsurance (including $.-......0 certified).
17, Net adjustments In assets and liablities due 1o foreign exchenge rates,

18.  Drafis oulstending,

19. Payabla to parent, subsidiaries and afiliates.

20, Derivatives.

21.  Payable for securlties.

22, Payable for securities lending

23.  Llabiity for amotmts held under uninsured plans.

24.  Capltal notes §.........0 and interest thereon $. ]

25.  Agoregate write-Ins for llabities,

0

26. Total liablities exciuding protected cell lisbities (Lines 1 through 25).

[3014719]]
38,678,428 |

30,510,519

27, Pfected coll liablities.

28.  Total Habiltles (Linas 26 and 27).

.38 679 428

30,510.518

0

20,  Aggregate wrile-ins for special surphus funds.
30. Common capital stock

2,000,000

2,000,000

3. Prefsmed capial stock,

32.  Aggregate write-ins for other than special surplus funds.

33.  Sumplus noles.
34, Gross paid in and contributed surplus.

11 .585.02Bv

11,585,028

35, Unessigned funds (surplus)

10,969,905,

1,428,106

36. Less treasury elock, et cost:
361 .........0.000 shares common (vaiue included in Line 30 $.

382 1v0i..0.000 shares prefemed (value included in Line 31

37, Surplus as regards pollcyhokiers (Lines 20 to 35, less 36).

38. Totals (Page 2, Line 28, Cal. 3).

24554933

15013134

£3,234,381

45,523,653

DETAILS OF WRITE-INS

2501, Retroactive Reinsurance Reserve Ceded

(3.014,718)

2508. Summary of remaining write-ins for Line 25 from overflow page.

2509, Totals {Linos 2501 thru 2503 plus 2599) {LIne 25 abovs).

13,014.718)

26001,

2902,
2003

2088. Summery of remaining wiile-ins for Line 28 from overfiow page.

2099, Totals (Lines 2001 thru 2803 plus2098] {Line 29 above).

3201,

3202,

3203,

3288. Summary of remalning write-ns for Line 32 from overflow page.

3209. Totals{Linas 3201 thru 3203 plus 3288) (Line 32 abova]

Qo3




stsmantforune 30,2018 i FLORIDA SPECIALTY INSURANCE COMPANY

3789. Totals (Lines 3701 thru 3703 pius 3798} (Line 37 abovs) emep g

STATEMENT OF INCOME
1 2 3
Curreni Year Prior Year Prior Year Ended
10 Date to Date December 31
UNDERWRITING INCOME

1. Premiums eamed:

1.1 Direct.............. (written $.....46,240,800). 37,342,858 19,203,360 52554779
1.2 Assumed {writtsn §.....(5,569)). (5,568) 12,590,749 12,569,204
1.3Ceded. {wrilten 5.....80,804,934) 34842553 | 238 41,375,058
14Nob...c...... {written $.....(23,659,603)). 2,494,735 |. 1,567,870 | . 28,749,015
DEDUCTIONS:

2. Losses Incumed (cument accident year $.....3,105,000):

2.1 Direct. 18,260,004 3,559,481 83,965,775
2.2 Assumad 204,384 5,035,316 17.562,643
2.3 Cedad. 16,774,452 1.668.011 56,189,480
2.4 Net. 3,709,946 | . 6,826,786 15,328,938

3. Loss adjustment expensas ncumed. S67.99 587,732 1,719,103

4. Other underwriting expanses cured {11,488,408) 6,317 484 13,028,643

5. Aggregate wiitsdns for underwriting deductions. 0 Al 0

6. Total undenvniting deductions (Lines 2 trough 5). (7.210471) 13,832,002 30,076,884

7. Netincome of protecied cefls. i ]

8. Netunderwriling galn (loss) (Line 1 minus Ling 6 + Line 7). 8705207, | o (2,264,132)| .. ..(6,327 669)

INVESTMENT INCOME ‘

9. Netinvestment income samed L 224,907, 202583 440770
10. Net realized capiial gains {losses) less capital gains kax of §.........0 (16,136} 22,607 92.018
1. NetInvestment gain (loss) (Lines 9 + 10), 208,71 225341 532,786

OTHER INCOME
12. Net galn o {loss) from agents’ or premium balantes charged off
(amount recovered §..........0 amoun charged off §..-.2,904) {11,657) (23,260)
13. Finenoa and service charges not Included in premiums 59456 156,086
14. Aggregats writs-ins for miscellanecus incoma ) 0
15. Total other incoms {Lines 12 through 14) 39,799 132,826
16. Netincome before dividends to poficyholders, after capital gains tax and before-all other federal and ’
i foreign income taxes (Lines 8 + 11 + 15), (1,008,842} (5,662,057)
17. Dividends to policyholders.
18. Netincomn, afier dividends to pollcyholders, afler capltal gais tax and before afl other federal and
foreign Income taxes (Ling 16 minus Lina 17), 9,575,789 {1,998,942) {5,862,057)
14. Fedaral and foreign income faxes incurred.
20. Netincoma {Line 18 minus Lina 18) (to Line 22), ..8575.769 | ........... 5,662 057
CAPITAL AND SURPLUS ACCOUNT
21, Suplus as regards policyholdars, December 31 prior year. 15,013,134 20,280,551 20,290,551
22, Netincoms (from Line 20). 9,575,769 (1,098,842) (6,662,057)
23. Net transfers {to} from Protected Cell
24. Change in net unreslized capital gains or (losses) less capital gains tax of §. i} {7,135) 13,828 7
25. Changa in net unrealized forelgn exchangs capital gain (loss) .
26." Change In net defamed income tax, f 781,001 {2,382,645)
27. Change [n nonadmitted assats, {26,855) (823,171) 936,518
28. Changs in provision for rei
29. Changa in surplus notes.
30. Surpkis {contributed to) withdrawn from p cells.
31. Cumulative effect of changes in accounting principles.
32, Capital changes:
32.1 Paid in.
32.2 Transfemred from surplus {Stock Dividend)
32.3 Transfemed to surplus.
33. Swplus edjustments:
33.1 Paid in. 1,830,000 1,830,000
33.2 Transfesved ta capitat (Stock Dividend),
33.3 Transfemed from capital
34. Net remitiances from or (to) Home Office.
35. Dividends fo stockholders.
36. Change in treasury sfock.
37. Aggregate write-ns for gains and losses in surplus. 0 0 0
38. Change in surplus es regards policyholders (Lines 22 through 37). —— i —— 1 T Y AT
39. Surplus as regards policyholders, 65 of statement dete (Lines 21 plus 38). 24,554,833 20,093,356 15,013,134
DETAILS OF WRITEANS
0504, ..
0502,
0503.
. Summary of remaining write-ins for Line & from overflow page. 0 0 0
, Totals {Lines 0501 thru 0509 plus 0698} {Line 5 above) 0 1] )
1401. Commlssion incoms 9,516
1402, Retroactive Reinsurance Gain / (Loss). {483,249)
1403. g
1498, Summary of remalning write-Ins for Line 14 rom overfiow page. [} 0 0
1489. Totals [Lines 1401 thu 1403 plus 1496} (Line 14 above). 1473,733); 0 0
3701 » .
3702.
3703.
3788. Summary of remaining write-ins for Line 37 from overfiow page. 0 0 0
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CASH FLOW
Cunw!i Year Prlor2 Year PdorYezr Ended
1o Date To Date December 31
CASH FROM OPERATIONS
1. Premiums coflected net of refnsurance. 12456 444 9911719 21,870,075 "
2. Neliwestmant income. 214,312 269680 582486,
3. Misoellaneous income. {338,188] 39,768, | 132,846 |
4. Tolal (Lines 1 through 3). 12,420,568 10221187 | 22,585,386
5. Benefit and loss related payments 23,063,348 9,995,300 22723416
6. Netiransters to Separata Acoounts, Segregated Accounts and Protected Cell Ascounts. :
7. Commisslons, expenses pald and aggregate wiits-ins for daducth i {11,315,826) 5,064,987 14757734
8.  Dividends pald to policyhoiders.
9.  Federal and foreign incoms taxes pald {recovered) net of $..........0 tax on capital gains (losseg), Ao
10.  Total {Lines 5 through 9). 11,747,722 16,080,287 37,481,150
11, Net cash from operations (Line 4 mirus Line 10). 881,646 {4,830,090) (14,895,784)
! CASH FROM INVESTMENTS
| 12 Proceeds from invisstmants sold, matured or repeld:
124 Bonds. 7.256,750 5,360,045 10,974,079
122 Stocks.
123 Morigage kans.
124 Real estate,
125 Other invested asssts,
126 Net gains or (losses) on cash, cash equivalents and short-4em investments.
127 Miscallanepus o
128 Total investment proceeds {Lines 12.1 1o 12.7) 7,266,758 5,360,045 10,674,079
| 13, Costof Investments acquired long-tenm oniy):
| 131 Bonde 1,899,281 6,368,347 7,137,582
| 13.2 Stocks.
[ 123 worgege oams:
| 134 Resl estele.
135 Otherinvested asssis.
136 Misellansous applications. I S——
13,7 Total investments acquired (Lines 13.1 to 13.6) 1,898,281 | 6,368,347 7,137,602
14.  NetIncreass or (decrease) in contract loans and premium nates, |
15.  Netcash from lvestments (Line 12.8 minus Line 13.7 and Lina 14). 5,357,468 (1,008,302} 3,236 467
CASH FROM FINANCING AND MISCELLANEOUS SOURCES |
16.  Cash provided (eppited):
18.1 Sumplus notes, capital notes.
16.2 Capital and paid in surplus, less treasury stock 2,180,000 1,830,000
16.3 Bomowad funds.
II 164 Netdeposits on deposii-type contracts and other liabllides.
165 Dividends ta atockholdars. y |
16.6 Other cash provided (s 12,482,736} .. 424,616} 1488679
17, Net cash from financing and miscellanecus sources {Lines 16.1 through 16.4 minus Line 16.5 plus Line 18.6)......... [2,482.736) 1.735.485 | 3318679
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Netchange In cash, cash equivalents and short-lerm investments (Line 11 plus Line 15 plus Line 17), 3,956,577 {4,111.907) (8,340,538)
18. Cash, cash equivalents and short-term investments:
| 18.1 Baginning of year. 10,191,068 18,531,664 18,531,664 |
| 18.2 End of period (Line 18 plus Line 19.1). 13,747,643 14,419,757 10,151,068 |

Note: Supplementel disclosures of cash fiow Information for non-cash trensactions:
200001 ...

.

Qos
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NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policles and Golng Concarn

A

Accounting Practices

The financial siatements of Florida Specialty Insurance Company ("Company”) are presented on the basks of accounting practicss prescribed or permitted by
the Florida Office of Insurance Regulation. The Florida OIR recognizes only statitory accounting practices prescribed or parmitied by the State of Florida for
determining and reporting the financial condition and reaults of operatins of an Insurance company, for determining its solvency under the Florida Insurance
Lew. The National Association of Insurance Commissioners ("NAIC") Accounting Praclices and Procedures Manual (*NAIC SAP") has been adopted as a
component of prescribed or permitted practices by the State of Florida. The State has adopted certain prescribed sccounting practices that differ from those
found In NAIC SAP. The Fiorida Commissioner of insurance has the right to permit specific practices that deviate from prescribed practices. A reconciliation of
the Company's net income and capital and surpius between NAIC SAP and practices prescribed and permitted by the State of Florida is shown below:

SSAP | F I FIs
# Page Line # 2018 2017

NETINCOME
(1} The Company state basis
(Page 4, Line 20, Columns 1 & 3) v XX | o | 0x |$ 9,575,760 |$ (5,662,057)
(2) ma Prescribed Practice thet are an increase/{decrease) from NAIC

(8) Slate Permitied Fractice tat are an increasel{decrease) from NAIC
SAP .

| £

$
(4) NAICSAP (1-2-3=4) 10X XXX XX 8,575,789 |$ 15,662,057)
SURPLUS
{5) The Company state basis
(Page 3, line 37, Columns 1 & 2) XX 00 K 1$ 24554933 |$ 15,013,134

(6) State Prescribed Practice that are an increase/(decrease) from NAIC
SAP

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

% | 60

$
[(8) NAICSAP (5=6-7=8) XX X | R 24,554,033 [§ 15013134

Accounting Policy

Premiums are samed aver the tams of the related insurance policies and relnsurance contracts. Uneamed premium reserves are established {0 cover the
unexpired portion of premiums written. Such reserves are computed by pro rata methods for direct business and ame based on reports received from cading
companics for reinsurance. - Expenses ingumed In connection with acquiring new insurance business, including such acquisttion costs as sales commissions,
are charged fo operations as incurred. Expenses incurred are reduced for ceding allowance received or recsivable.

{6) Basis for Loan-Backed Securities and Adjusiment Methodotogy
U.S. government agency loan-backed and structured securities are valued at amortized value. Other loan-backed and structured securities are valued at
elfher amortized value or fair value, depending on many faciors inciuding: the type of undertying collateral, whether modeled by 8 NAIC vendor, whether
reted (by either a NAIC approved raing omganizetion or the NAIC Securities Valuation Offica), and the reletionship of amoriized value o par valus and
amortized value lo falr vaiue,

Going Concem

Historical operating results indicale substantial doubt exists related io the Company's abilily to continue as a going concern given tha current market
environment in the state of Florida. The Company plans to alleviate the doubt of its going concem, which probable outcomes are effectively being implemented
o mitigating these conditions. This primarily inclirdes new reinsurance agresments which were put in place effective March 1, 2018 to protect existing
policyholders. In addition, the Compeny continues to work with both the Florida Office of Insurance Regulation and i reting agency regarding any slgnificant
change in business plans. However, we cannot predict, with certainty, the outcome of our actions to generate financial stability, or whether such actions will
generate the expected financial stability.

Note 2 ~ Accounting Changes and Corrections of Ermmors

No significant changes

Note 3 - Business Combinations and Gaodwill

No significant changes

Note 4 - Discontinued Operations

No significant changes

Note § - Investments

No Change.

D,
E.

Loan-Backed Sacurities - NONE
Dollar Repurchase Agresments and/or Securities Lending Transactions - NONE

Qo6
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NOTES TO FINANCIAL STATEMENTS

I Reverse Repurchase Agreements Transactions Accounted for as a Sale - NONE
i Offsstting and Neting of Assets and Liabilitles - NONE

Nots § - Joint Ventures, Partnerships and Limited Liability Companies
No significant changes

Note 7 - Investment Income

No significant changes

Note 8 - Derlvative Instruments
No significant changes

Note 9 - income Taxes

No significant changes

Note 10 - Information Conceming Parent, Subsldiaries, Affiliates and Other Related Parties

No significant changes

Note 11 - Debt
No Change.
B. FHLE (Federal Home Loan Benk) agreements - NONE

Note 12 - Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absances and Other Postretirement Benefit Plans

A Defined Benefit Plan - NONE

Note 13 - Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations

No significant changes

Note 14 - Liabllities, Contingencles and Assessments
No significant changes

G. Material noninsurance contingencies - NONE

Note 15 - Loases

No significant changes

Note 16 - Information about Financlal Instruments with Off-Batance Sheet Risk and Financlal instruments with Concentrations of Gredit Risk

No significant changes

Note 17 ~ Sala, Transfer and Servicing of Financiat Assets end Extinguishments of Liabllities
Na Change.

B. {2) Servicing Assets and Servicing Liabfities - 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 Partially Insured Plans
o significant changes

Note 19 ~Direct Premium Written/Produced by Managing General Agents/Third Party Adminlstrators

No significant changes
Q06.1
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NOTES TO FINANCIAL STATEMENTS

Note 20 ~ Falr Value Measurements

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

The Company catagorizes its assets and liabiliies that are measured at falr value into tha 3-fer hierarchy as reflested below. The 3-tier hierarchy
is based on the degrae of subjeciivity in the valuation method by which fair vaiue is determined.

Level 1: The esimated fair value within this tier is besed on quota prices in active markets and tharefore classified s Leve! 1. The Company has
no assets of llabilites meazured at falr value in this fer.

Level 2: The estimated fair value within ths tier is detemined by independent pricing sarvices using observable inpuls or based on quatss from
markets which are not actively fraded.

Level 3: The eslimated fair velue within this ter is determined using pricing models as thena Is fiftle or no market activity with unobservable inputs
thus requiring judgmert and estimation. The Company has no assets of llablities measured at fair valus in this fier.

B | Net Asset Vaiue |
. (NAV) includad in
levelt | Llevel2 | Level3 Total Level 2
Asgets at Fair Value |
[ 8436395 1456008978 [$ 15403708 |§ |
Total 15 5436305 14560069 (% 1$ 15403708 |5
Liabllities et Falr Vaiue - . -
Is I [ $ $
Total ls.. s [s $ $
(2) FairValue Measurements In {Leve! 3) of the Falr Value Hisrarchy
Toil Gains and | Tokal Gains and
Baginning | {Lossos) | (Loseas)
Balanceal | Transfera inie | Transfers Qi of Included inNet | Included ln Satle- Ending Balenca
12018 Level3 . Lovel 3 :lncome Surplus Purchsses Issuances Sales ments at12/31/2018
3. . . X -
= _’l_ $ s I i s 3 s Is 18
Tote) | R} is Is s Is s s Is ==
b.  Llabikties |
E I8 s 5 ig s 10 3 0 s |
[Tom! $ {8 s s 3 s I$ 's I3 I3

{3) Policies when Transfers Between Levels are Recognized
At the end of each reporting period, the Company evaluates whether or not any event hes occurred or circumstances have changed that would cause an
Ingtrument to be transforred into or oul of Level 3,

(4) Description of Valuation Techniques end Inputs Used in Fair Value Measurement
The estimated fair values-were defsrmined by utilizing independent pricing services using observable inputs,

{8) Fair Value Disclosures
Not applicable.

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

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

C. Fair Value Leve!
' Net Asset Valug
Aggregate Fair Not Practicable | (NAV) Inclided
Type of Financial insirument Valie  |Admited Assets|  (Level1) | (ievel2) (Level3) | (Camying Velue)|  in Level 2
[Comporate $ 9002470 [$  10219919]$ $ 9802470 [§ 5 |
Mortgage Loan Backed $ 3048802 |$ 3943723 (% $ 3046802 [$§
Municlpals 5 1610707 [$ 1,670,531 |§ §$ 1810707 [§
US Gov 843638 |3 851,638 [$ 843,630 | $
Total _|$ 15403708 |$ 15886011 (% B43.639 |§ 14,560,089 |§ _ s L
D. Not Practicable to Estimate Fair Value - NONE

Q06.2




s sness 2ntre FLORIDA SPECIALTY INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

Note 21 - Other ltems

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 Preminms from Page 2, Line 15.1 that is
due from “controlled” 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.
$0

Note 22 - Events Subsequent

No significard changes

Note 23 - Roinsurance

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

Effective February 28, 2018 a 58% Net Quota Share was added for new and renewal policies covering loss occunences from 22612018 to 6/1/2018.
In addition, a Loss Portfolio Transfer was putinto place effective March 1, 2018; protecting all claims occuring prior to March 1, 2018,

During the 2nd quarter 2018, FSIC added new quota share contracts covering ocouring on June 1, 2018 and later. Prior quota share and {PT amangements remain in place
for losses occuring prior o June 4, 2018.

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

Note 25 - Change in incurrad Losses and Loss Adjustment Expenses

Reserves &s of December 31, 2017 were $3,806,836. In 2018, $2,021,000 hes been peid for incurred loss and loss adjustment expenses attributable to Insured events of prior
years. Resarves remaining for prior years are now $1,540,425. Therefors, there has bean a $541,284 unfavorable developmant since December 31, 2017. This increase is
gensrally the result of ongoing analysis of recent development trends. Original estimates are increased or decreased, s additional information becomes known regarding
Individual claims.

Loss and Loss Adjustment Expenses
Prior Year End Net Loss and LAE Reserves $ 3,805,836
2018 Net Loss and LAE payments on prior year claims 2,807,695

2018 Ending Net Loss and LAE Reserves on prior year daims 1,540,425
Prior Year End Net Loss and LAE Reserve Deficiency 541,284

Note 26 - Intercompany Pooling Arrangements

No significant changes

Note 27 — Structured Settiements

Na signfficant changes

Note 28 - Health Care Recelvables

No significant changes

Q06.3
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NOTES TO FINANCIAL STATEMENTS

Note 20 - Participating policles
No significant changes

Note 30 - Premlum Deficlency Reserves
No significant changes

Note 31 - High Deductibles

No signfficant changes

Nota 32 - Discounting of Liabilitles for Unpaki Losses or Unpald Loss Adjustment Expenses
No significant changes

Note 33 - Asbestos/Environmential Resarves
No significant changes

Note 34 - Subscriber Savings Accounts
No significant changes

Note 35 - Multiple Peril Grop Insurance

No significant changes

Note 36 - Financlal Guaranty insurance

B. Schedule of insured Financial Obligations at the End of the Period - The Compary has no Financial Guaranty business.

Qo6.4
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22
3

32
a3

34
35
41
42

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL
Did the reparting entity experience eny material transactions requiring the filing of Disclasure of Materla! Transactions with the State of Domicle,

88
74

72

8.1
82

83
84

04

82

93

a3 required by the Model Act? Yes{ ] No[X]
Ifyes, has the report been filed with the domiciiary state? Yos{ 1 Nol[]
Hes any change been made during the year of this statsment in the charter, by-aws, articles of incorporation, or deed of settiement of the
reporting entity? Yes[ ] No{X}
If yes, date of change:
Is the reporting entity a member of an insurance Hoiding Company System consisting of two or more affiiatad persons, one or more of which is an insurer? Yes[X] Nef |
if yes, complete Schedule Y, Perts 1 and 1A.
Have there been any substantial changes in the organizational chart since the prior quarter end? Yes[ | No[X]
If the response fo 3.2 Is yes, provide & brief description of thuse changes,
Is the reporting entity publicly fraded or & member of a publicly traded group? Yes[ ] NoX}
It the respanzs to 3.4 is yas, provide the CIK (Central Index Key) cods issued by the SEC for the entityfgroup.
Has the reporting entity been a party to a merger or consoidation during the period covensd by this statement? Yes[ ] No[X}
If yes, provida name of entity, NAIC Company Code, and statn of domicile (use two letter state abbreviation) for any entity thet has ceased to existas a
result of the merger or consalidation.
1 o T ) 2 3
NAIC
Company | Statao!
Name of Entity Domicle
Ifthe reporting enkity Is sublect to a management agreement, including third-party administrator{s), maneging general agent(s), atomey-in-fact, or
simflar agreement, have there bean any significant changes regarding the ferms of the agreemant or principals involved?
¥ yes, attach an expianation, Yes| ] No[X] NA[]
6.1 Stale as of what date the latest financial examination of the reporling entity was made or ks being mads. 123112016
62 Slatethe as of date that the latest financiel examinaticn report became avallable from either the etats of domicile or the reporting entty. This date
should be the date of the examined balance shestand not the date the report was completed or released. 12/31/2016
6.3 State as of what date the (atest financial examination reporl bacame avallable ko other states or the public from efther the stata of domicle or the
feporting entity. This isthe release date o complstion data of the examination report and not the dete of the exemination (balance sheel date). 06/1872018
Yes[ ] No[) NA[X]
Have alt of the recommendations within the (alest financlal examination report been complied with? Yes[X] MNol} NAL)
Has this reporting enttly had any Cerlificates of Authortty, Beanses or repteirations (including cosporeta registration, if applicable) suspended or revoked
by eny govemmental entity during the reporting period? Yes{ ] NoiX)
Hyes, give full Information:
e the company a subildiary of a bank holding company régulated with the Federal Reserve Board? Yes[ ] No[X]
1f regponse to 8.1 is yes, please identfy the name of the bank hokilng company.
15 the company affiliated with one or more banks, thifts or securiies fims? Yes| ] NofX]
1 the response o 8.3 18 yes, pleasa provide below the names and location (cily and state of the main office) of any affiiates regulated by a federal
regulatory services agency [i.e. the Federal Raserve Board (FRB), the Office of the Comptrolier of the Cumency {OCC), the Federal Deposit Insurance
Corporation (FDIC) and the Securities Exchange Commizsion (SEC)] andidentify the affiiate’s primary federal regulator].
C o1 2 3 4 5 8
. Affiiate Name - _ Location (City, State) FRB | OCC | FDIC | SEC
— - [ FOIL | o
Are the senlor officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar
functions) of the reporfing enfity subject to a code of ethics, which includes the following etandards? Yes[X} Nol]
(a)  Honestand ethical conduct, including the ethical handfing of actuel or apparent conflicts of interest betwean personal and professional relatianships;
(b)  Fufl, fair, accurate, timely and undarstandabie disciosure In the periodic reports required 1o ba filed by the raparting entity;
¢) Compliance with applicabla govemmantal laws, rules and regulations;
{d)  The prompt intemal reporting of violations to an appropriate person or parsons identified In the code; and
8) Accountabiily for adherence to the code.
9,11 Ifthe response to 9.1 is No, pleass explain:
Has the code of ethics for senlor managers besn amended? Yes|[ ] No[X)
9.21 Ifthe reaponse 109.2 is Yes, provide information related to amendment{s).
Have any pravisions of the code of ethics been waived for any of the specified officers? Yos{ ] No[X)

0.31 ifthe response 10 8.3 is Yes, provide the nature of any waiver(s).
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10.4
102

1.

P

112

12
13.
144

1.1
152

16.1
16.2
163

PART 1 - COMMON INTERROGATORIES

FINANCIAL
Doas the reporting entity repart any amaunts dus from parent, subsidiaries or affiliates on Page 2 of this statement? Yes[X] Mol ]
tfyes, indicata any amounts recelvable from parant Included in the Page 2 amount $ 0
INVESTMENT
Wore any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agraement, or otherwise mads avaliabla for
uge by another person? (Exclude seturities under securifies lending agresments.) Yes] | Na[X]
I yes, give full and complate information relating therelo:
Amount of real estate and mortgages held in othar invested assats in Schedule BA: $ 0
Amount of real estate and mortgages held in short-term Investments: $ 0
Doss the reporting entily have any investments in parent, subsidiaries and affiiates? Yes[ | No[X]
142 |f yis, please complets the following:
2
Prior Year End Book/Adjusted Current Quarler Book/Adjusted
Carrying Value . Carrying Valus
1421 Bods $ 0 $ D~
1422 Preferred Stock 0
1423  Cammon Stock 0 1
1424 Short-Tem Investments 0 [}]
1425 Mortgage Loans on Real Eslate [ ]
1426  AlOther B 0 0
1427 Tolalinvestment In Parent, Subsidiaries and Affiiates (Sublotal Lines 14.21 %0 14.26) $ 0 | 8 - 0
1428 Totalinvestment in Parent included in Lines 14.21 to 14.28 above $ 1] $ . 0.
Has the reporting entity entered into any hedging transactions reported on Schedule DB? Yes{ ] Ne[X}
1 yas, has a comprehensive description of the hedging program been made avallable to the domiclliary state? Yes[ ] No| |
¥no, attach a description with this statement,
For the reporting entily's securtly lending program, stats the amount of the followlng as of current statement dats:
Total fair valua of reinvested coliataral assats repotied on Schedule DL, Paris 1 and 2: $ 0
Tolal book adjusted/carrying value of reinvested collateral assets raported on Schedule DL, Parts 1 and 2: $ 0
Total payable for securities lending reported an the iabilty page: $ 0
Excluding items in Schedule E-Part 3-Spedial Deposits, real estats, morigage toans and investments held physically in the reporting enfity’s
offices, vaults or safaty daposit baxas, were all slocks, bonds and other securities, owned throughout the curent year held pursuant to a
custodial agreement with a qualified bank or trust company in accordance with Saction 4, Ill - General Examination Considerations, F. Qutsourcing
of Critical Functons, Custodial or Safakesping Agreements of the NAIC Financlal Condition Examiners Handbooi? Yes[X] Naf }
17.1 for all agreaments that comply with Iha requllsmems of the NAIC Financle! Condltion Examiners Handbook, cumpleta the following:
2
| e Name of mslndlags} Custodlan Address
Fifth Third Bank Orando, FL

17.2 For all agmements that do not comply with the requirements of the NAIC Financfal Condition Examiners Handbook, provide the nama,

locafion and a complate explanation:

1 2 3
Name(s) Location(s) Compiste Expl i8]
17.3 Have there baen any changes, including name changes, in the sustodian(s) identified in 17.1 during the current quarter? Yes[ ] No[X]
174 Ifyes, give fill and complete information relating thereto:
1 2 4
Date of
| Old Custodian New Custodian __ Change Reason

17.5 Investment management — Identiy al investment advisars, nvestmant managers, brokerfdsalers, vluding Individusls thal have the authorty to make Investment decisions on behal!
of the reporting enity. For assets that are managed inlemaily by employees of the reporting entity, note as such ["...that have access to e investmant accounts®, *handie
securies”],

2
Afillation

1
Name of Firm or Individual

| Asset Allocation & Management Company, LLC

u

17.5007  For those fims/individuals fisted in the table for Quastion 17.5, do any firms/individuals unaffliated with the reporting entity {.2., designaled with a U™}
manaqemorehnﬂ%dhmpurﬂngmﬂly‘smis Yes{X] Mo ]
175098  For frmafindhidusls imaffillated with te mporuru entily (1.8, designated with & “U”) fisted In the table for Question 17.5, does the tolal agssts under
management aggregate to more than 50% of the reporting entily’s assets? Yes[X] No| ]
17.6 Forthose firms or individuats listed in the table for 17.5 with an affiliation code of *A™ (affiliated) or "U" {unaffilialed), provide the information for the table below.
[ 1 2" 3 3 13
Investment
Central Registration Depository Management
Number | Name of Firm ar individual Legal Entity dentifier (LEI Registered With Agreement (IMA) Fled
Asset Aacation & Management 548300DSCHEIVSW3US83 SEC NO
Gompany, LLC : -
18.1 Have all the fillng requirements of the Purposes and Proceduras Manus! of the NAIC Investment Ansiysis Office been followed? Yes[X] No| ]

18.2 Wno, list exceptiona:

Q07.1



Sutement for e 30, 201801t FLORIDA SPECIALTY INSURANCE COMPANY
GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

19 Byssﬂdslgnaﬂng Gl sacurities, the reporting entity i certifying the following elements for each setf-designated 5°GI security:
Docurnentation necessary t pennit a full credit analysls of the security does nol exist
b. Issuer or obligor is curront on all contracted intarest and principal paymenis.
¢ The Insurerhas an achsal expectation of ullimate payment of all contracted interest and principal,
Has the reporting entity seff-dasignated 5°Gl securiies?

Qo7.2

Yes[ ] No[X]



statoment or e 30, 2018000 FLORIDA SPECIALTY INSURANCE COMPANY

34
32

44

42

51

6.1
82
63
64

71

GENERAL INTERROGATORIES (continued)
PART 2 - PROPERTY & CASUALTY INTERROGATORIES

If the reporting entity is & member of a pocling amangament, did the agreement or the reporting enttty’s participstion change? Yes[ ] MNo[ ]| NA[X]
if yes, atiach an explanation.
Has the reporting entity relnsured any dskwhanynmmmpoﬂhuemlymdagmhmsemmuﬁvmﬁabﬂly tn whole or In part,
from any loss that may cccur on the risk, or partion thereof, remsured Yes[ ] No[X]
If yes, atiach an explanation.
Hava any of the reporting entity's primary reinsurance contracts been cancelad? Yes[ | No[X]
1f yes, give full and complete information thereto;
Ara any of the liabillties for unpald losses and kss adjustment expensss other than certatn workers’ compansation tabular reserves (ses
Annugl Statement Instructions perteining to disdosure of discounfing for definifion of “tabular reserves,”) discounizd at a rate of interest
greatar than zero? Yes[ ] No[X]
If yes, complets the following schedule: )
1 ] k] Total Discount. .. Discount Taken Durinig Peried
4 [ 6 7 8 | ] 10 U
Maximu
m Disc, Unpaid Unpaid Unpaid Unpaid
Ling of Business Inlarest Rate Lossas LAE IBNR Total Losses | LAE IBNR Total
0000 | 0.000 0 0 0 0 0

Total Ll XX XXX 0 [N 0] 0 0
Operating Percentages:

5.1 A&Hloss parcent 0.000%

§2 A&H cost comtalnment percent 0.000%

53 A&H expense percent excluding cost contalnment expanses 0.000%
Do you act as a custodian for hoalth sevings acoounts? Yes[ ] No[X}
if yes, please provide the amount of custodial funds held as of the reporting date. 0
Do you act as an administrator for health savings accounts? Yes[ 1 No{X]
if yes, please provide the amount of funds administered as of the reporting date. 0
Is the reporting entity licensed or chartered, registered, qualified, eligible or writing businasa in atfeast two states? Yes [X] N°.l ]
If no, does the reporting entity assuma reinsurance business that covers risks residing in at ieast one state other than the state of domicile
of the reporting entity? Yes[ | HNo|}

Qo8



Btement for hme 30, 20181 he. FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE F - CEDED REINSURANCE

_ Showing All New Reinsurers - Cument Year io Date
1 2 3 4

Company Domicilary Typeof  |Raimsurer Reting|  Reinsurer
Code 1D Number Name of Reinsurer Jurigdicion| _ Reinsurer | (1 througih ing

NATIONAL UNION FIRE INS CO OF PITTS.d.......... N TS e ] | A |

Qo9



Stiomentfr ne 30, 20180rne. FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN
Current Year to Date - Allocated by Stales and Tenitories

mmnmmswmrsg : mmmhmm__ Direumuma_w
Curren! Year Prior Year cutmm Year Pernar Cumant Year Pnu Year

_ Stas _tobale .| tDale | fDsle | tDas | toDate | toDake

1. Alsba i ]

2. Aaska |

3. Arzona. |

4. Arkansas,

5, Caffomia,

8. Colorado

7. Gt

8 Delaware.

S, Distictof Columbia.............

10, Florida, 46,240,900 v B TTO.060 | .

1. Georgia 1

12, Hawaii [

13, Kiaho.

14,

15.

16.

17.

18.

18.

20.

2,

2.

2.

2.

25.

2.

a

28. ol

29, Nevada.... y N

30.  NewHanpshire. NH....N....|

81 Now JorSeymmmmr NI [ N |

32, NewMeXicOummmsmammanarNM | M

33, New York NY|....M....

34, Notth Carciina. NC|....N....

35, Norfh Dakola ND|.....N. |

36. Ohlo. OH |.....N.

| 37. Ot OK | o M.

38, Oregon OR | cun N

39, Pennsylvania PA|.cnM.... [

40, R0t 1818, ecrerrcercrs Rl | corn M,

41.  South Carolina 8C|......d N....

42, South Dakota

43. Tennesses N|..

4. Texas. ™

| 45 Utah ur

48.  Vermont VT

47. Virginia

48, Washington.

48.  West Virginia wv

50, Wisconsin W ....N...

51, Wyoming. WY|....d N....

52, American Semoa AS|...N

53, Guam. GU N.

54, Pusro Rico. PR|....N.

| 55, US Virgin isfands. Mo,

56.  Northem Mariana lslands......MP| .

87. Canada CAN ..

56. Aggregate Other Afien...........0T|.. e e i 0 0 0 0 0 ..

69, Totsls. 48,240,900 11,243,601 |

58001 . XX
. Summary of ramalning write-ins |
for Ling 58 from overfiow page....| ...XXX... 0 0 0 0 0 o
- Tatals (Lines 58001 thru 58003+ b | |
unasase__q!mesam} LK., 0 0 0 ol 0| 0

fa)  Active Status|

L- Licensad or Chiriared - Licangsd Insuranice carrer o domicked RRG 3 R « NO-QOMICHRH RRGE. —.cmermmreemrmrreece 0

E - Efigi'e - Reporting entiles eligible or approved to write surpius itnes In the stale Q- Quedffad - Qualfied or relagurex. [
(other then thekr aizta of domlcile - See DSLI).... 0 N - None of the above - Not ellowsd & wile business in the siai......... ==y

D - Domestic Surphss Lines insurer (DS} - Reporting entifes suthorized to wiite
surpiurs fines in the stete of domicile. 0

Q10
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suementor im0, 2018100 FLORIDA SPECIALTY INSURANCE COMPANY

PART 1 LOSS EXPERIENCE

__ Cument Yearh Date 4
3 Prior Year o Date
Direct Pmmiuns Direct Losass Direct Direct Loss
_ Lines of Business Eamed Incurred Loss _Parcantape
1. Fire. = 0.000 |.... S
2 Aliied lines. 0.000
3. Famowners multipla perf. 0.000
4. Homeawners mmﬂple pertl 37,342,858 10,280,000 51
a Commercial perl n% 18.538
8. Morigage guarenty. 0.000
8. Ocaan marine. 0.000
9. Inland meine, 0.000
40. Financial 0.000
11.1, Medical professional Rability - oocurmence, 0.000
11.2. Modical professional Eability - claims-miada 0.000
12, Earfquake. 0.000
18. Group accident and heaith. | 0.000
14. Credit sccident and health, I 0.000
15. Other gceldent and health. 0.000 .
16. Workers' compensafi 0.000
174 Oﬂlerlmmyowmnen 0.000 |.
172 Other liability-claims made. 0,000 |-
17.3 Excess workers' compensation 0.000°
18.1 Products fability-occurrence. 0.000
182 Products liability-claims made. 0.000
18.1, 19.2 Private passanger auto liabillty. 0.000
19.3, 19.4 Commercial auto liabllty. 0.000
21. Auto physical damage. 0.000
22, Alroraft (all perils). 0.000
23. Fidelty, 0.000
24. Surety. 0.000
28. Burglary and theft. 0.000
27. Boller and machinery. 0.000
28. Credit 0,000
29, Intamati 0.000
30. Wamanty. 0.000
31. Relnsursnce-nonproportional assumed property. 00C JOUX, XXX, 00
2 Relnsuramemtpmporﬂmnlassmmdlabmw XXX, XO0L XX 200
2, d financlal lines. 30K 0, 300K, bae'd
34. Aggregate wrila-ns for cther fings of bush — 1| ) 0.000 | oo srimmrsimcssassssorsims
35. Tolals. F7,A2B58 | ... 16,260,004 51.630 18.536
DETAILS OF WRITENS
3401. 0.000 [......
3402 0.000
3403 0.000.
3496. Sum. of remaining wiite-ins for Line 34 from overflow page. 0 0 0.000 XXX,
|3499. Totals {Lines 3401 thru 3403 plus 3408) (Line 34) 0 0.000
PART 2 - DIRECT PREMIUMS WRITTEN
T i | 2z T
Currant Cument Priof Year
L _ LinesofBusiness . Quartar Year lo Date Year bo Date
1. Fire. RO
2. Aliled Hnes. |
3. Farmowners mutliple peril
4. Homeownrs multiple peril 20,082,164 ‘ 46,240,900 39,546,858
6. Commercial multiple perd
6. Morigage gueranty. .
8. Ocean marine.
8, Intand marie.
40, Financlal guaranty.
11.1 Medical professional liability -
112 Medical professianal llabifity - ciaims mads.
12. Earthquake.
- 18. Group accident end health
14. Credit accident and health.
15. Gther accident and heslth |
6. Workers’ compensation !
17.1 Other ilabiity
17.2 Other liabity-claims made.
17.3 Excess workers' eampensaﬂon
18.1 Products lisbll
18.2 Producis Ihblllty—dalmsmd-
19.1 19.2 Piivale passenger auto abllity.
18.3 19.4 Commerclal auto liabiiity.
21. Auto physical damage.
22. Alrerafi (all perile)
Fieltly.
24 Surely,
26. Bulglary and thett, |
27 Boler and machinery. |
|
29 lmnmaﬂonal |
30. Warmanty.
31 Reinsuranoe-nonproportional assumed progerty. XXX, X XXX
32. Rsinsurance-nonproportionat d fihilly. X00( XXX, X000
33. Reinsurance: assumed financial lines. XXX, O 200X
34. Aggregate WIRE-NS 08 OHHET KNES OF DUSINBES.....v.cvmemsmessessommsmmssssssmsssesesss | somsssremeemermmeess oo 0] ... ) W)
35. Totals 20,962,184 46,240,900 30,548,868
—_ DETAILS OF WRITEANS
3401. —
3402
63,
:MSB.Sum of remaining write-ins for Line 34 from averflow page. a 0 0
3499, Totais (Lines 3401 thr 3403 phus 3498) 3. 0 0 0
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Sutamentfor im0, 2018 othe FLORIDA SPECIALTY INSURANCE COMPANY

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES
The following supplemental raports are required ¥ be filed as part of your statement filng. However, In the event that your company does not trensact the type of
business for which the special report must be fled, your responss of NO to the epecific interogatory wil be accepted in lieu of fling a “NONE" report and a bar code

wil be printed below. If the supplement is required of your company bir is not baing fed for whatever reason, ensr SEE EXPLANATION and provide an
explanation following the Interogatory questions.

1. Will the Trustead Surplus Statsment be filed with the siate of domicile and the NAIG with this stetement?

2. Wil Supplemant A o Scheduie T {Medical Profeesional Liabillly Supplernent) be fled whh this statement?

3. Willthe Medicare Part D Coversge Supplement be filed with the state of domicile and the NAIC with this statement?

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

Explanation:
¢, The data for this supplementis not required o be filed.

o Tha data for this supplement is not required to be filed,
g, Thedata forthis supplement ks not required to be filed.
4, Thadata for this supplement ls not required to be filed.

Bar Code:

T2482018 9000!2'

] 0 002~

‘T 24820184 L]

24820 [ 1] 2

# 17248201865 000 -

Q15



suknenrane 0, 28000 FLORIDA SPECIALTY INSURANCE COMPANY
Overflow Page for Write-Ins

NONE

Q16



saenartr ne0,a8crve FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE A - VERIFICATION

- Real Estate
1 2 T
Prior Year Ended
Yearto Dato __ December31 |
1. Bookfadjusted canying value, Decamber 31 of prior year. 0
2. Costol acquired:
2.1 Actual cost at ime of acquisttion o |
2.2 Additional investment made aflar BCQUIBIION.......c..u.mum-sssessrermenn N N .E
3. Cument year change In sncumbrances. M W
4. Tolal gain {loss) on disposals, . s :
5, Deduct amounts received on disposals. ;
6. Tota! forelgn exchange change in booldadjusted camying value.
7. Deduct current yoar’s other-than-temporary impahment recognized ‘
8. Deduct current year's depreciation -
9, Bookfadjusted camying value at end of current period (Lines 1+24344-5+6-7-6) 0 0
10. Dedugcs total nonadminiad amounts. J
11, _Statsment valus stend of currant pariod {Line & minus Line 10} I e | o 0
SCHEDULE B - VERIFICATION
B Morigage Loans
1 2
Prior Year Ended
. | Yearfo Defe Deoember 31
1. Book value/recordad investment excluding accrued interest, December 31 of prior yoar. | 0
2. Costofacquired:
2.1 Actial cost &t time of acquisition,
2.2 Addiional investment made after acquisttion.
4. Aoorue ofdscon........ NN E
5, Unrealized valuation in {ch - . .- I |
6. Total gain (iose) on di i
7. Deduct i ived on disposals. :
8. Deduct amortization of premlum and morigage interest points and commilment fees.
8. Total foreign exchange change in book value/recorded Investment excluding accrusd inferest.
10. Deduct current year's other-than-tsmporary impaiment recopnized. -
11 Book valuefrecorded investment excluding accrued interest at end of curenl period (Lines 142+3444546-7-8+8-10)....... - )
12. Totel valuation il
13. Sublota! (Ling 11 plus Ling 12), ]
4. Deduct fotal nonedmitted s -
5. Statement value at end of cument perind (Ling 13 minus Line 14) ersmtssi e e s w— | -~ e
SCHEDULE BA - VERIFICATION
Other Long-Term Invested Assets
1 2
| Prior Year Ended
| Year to Date December 31
1. Boolvadjusted canying value, D ber 34 of prior year. 0
2. Costof acquired:
2.4 Actual cost at time of acquisition.
222 Additional i 106 BT ACTUIBHIO. oo e
3. Gapiiakzed defemed irilerest and othe.... N G NE
4. Acoruzl of disoount. . " A N Em——
5. Unrealized valuation I (decraase). " g
6. Tolsl gain (loss) on disposals
7. Deduct ived on
8. Deduct amortization of premium and depreciation,
9, Total forsign exchange change in bool/adjusted carmying vaiue.
10. Deduct cument year's other-than-temparary impairment recognized,
1. Book/adjusted carrying valua at end of current period {Lines 142+3+445+6-7-8+8-10), 0], 0
12. Daduet total nonadmitied amounts. =
| 13._Statement value at end of current period (Lina 11 minus Lin 12)..... 0 )
SCHEDULE D - VERIFICATION
o . Bonds and Stocks o -
2
Prior Year Ended
o YeartoDale Dscember 31
1. Bookladssted carrying value of bonds and stocks, Decemibser 31 of prior ysar. 21,314,544 24582465
2. Costof bonds and stocks acquired 1,889,291 7,737.592
| 3. Accrusl of discount 3,784 12,488
| 4. Unrealized valuation increage (ck {7.135) 770
| 5. Total gain foss) on disposals (16,136) 2016
6. Deduct consideration for bonds and slocks disposed of. 7.256,759 | 10,974,079
7. Detluct amortization of premium. 51,978 136,408
8. Total forelgn exchangs change in bookd/adjusted carrying value.
9. Deduct cumment year's ofher-than-temporary impalrment recognized. !
10. Total Investment income recognized a5 8 result of prepayment penaliies and/or accelgration fies, . 400 |
11, Book/adjusted camying value at end of current period (Lines 1+2+3+445-6-7+8-3+10). 15,886,011 21314544
12, DOGUCE O] (YONOMIHAL ITIOMMS.1rvestrs11er st ursssensors st t453048884 5588784858 £8988 8815885180880 | 885t At et | ctecepe ey e et mse e stne e
13. _Statement value at end of current period (Lina 11 minus Line 12} 15885011 | 21,314 544
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Serementior June 30, 20800 FLORIDA SPECIALTY INSURANCE COMPANY
SCHEDULE DA - PART 1
Short-Term Investments

1 1 9 rl - 5
BookiAdjusted hl o N E interast Collected Paid for Accrued Interest
N Canylng Valve | Parfolll e @ W Beflow = |  YearToDele |  YearToDstle
R

| 9199899,

SCHEDULE DA - VERIFICATION

Short-Term Investments

1 2

Prior Year Ended

e = o Year To Dsie ___ Dacember 3

4. SBoowadjusted camying value, Di 31 of prior year. 0 796,259

2. Costof ghort4erm investments acquired

1

Accrual of discount

Unrealized valuation increase (d
. Total gain (loss) on disposals,
. Deduct consideration received on disposals. 786,259

Deduct amortization of premium
Tota! forelgn exchange change in book/adjusted camrying value.

Deduct current year's othar-than-temporary impaiment recogmnized.
10. Booldadjusted camying value at end of curent pariod (Lines 1+2+3+4+5-8-74B-9) (1

® m N o® o s

11, Daduct total nonadmitted amounts.
12 Statement valus at end of current period {Line 10 minus LING 11}...wwrmssmssusiss 0

Qslo3



stement for hme 30, 20800e. 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

QSio4, QSI05, QSI0s, QSI07



stementfor o 02018 otte. FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE E - PART 2 - VERIFICATION
Cash Equivalents

1
Year To Date

678,918

Prior Year Ended
December 31

1. Book/adjusted camrying valus, December 31 of prior year.

2. Costof cash equivalents

7,370,538

11,478,672

3, Accrusl of discount

4. Unrealized valuation Increase (decrease)

5, Total gain (loss) on disposals,

B. Deduct eonsideration received on disposals.

2,196,560

10,801,354

7. Deduct amortization of

8. Total forelgn exchange change in book/ adjusted carrying value.

9, Deduct current year's ofher-then-temporary Impaimment

5852,356

678,318

10. Book/adfusted camying value at end of ctevent pariod (Lines 1+2+3+4+5-6-748-9),

1. Deduct total nopadmitied s,

5,852,366 |

e BTB318

| 12. Statement value & end of urrent périod (Line 10 minus Line 11)......,

Qslos




ststementbr o 30, 20180 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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sakmentor e 30, 2018 oite 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-8n. 2
NONE

Sch. DL - Pt. 1
NONE

Sch.DL -Pt. 2
NONE

QE06, QE07, QE08, QE09, QE10, QE11



swlomenttorune 30, 2016 cfme FLORIDA SPECIALTY INSURANCE COMPANY

SCHEDULE E - PART 1 - CASH

. _ Month End Depository Belances -
2 3 [ 5 Book Balencs et End of Eoch T
Monsth Curig Curvent Quarter
[] 7
Amoun! of iermat | Aount ofnlerost
RembedDuing | Acouedat Curent
_Dapeaiory Code of twrnst  CruTont Quarter Statoment Dato At Monlh ‘Bacond Mowih Vhied Month M
CpuaDepouliores -

Fifth Third - Pracaiuma Cinclnnat], OH. s 2 EHTES | o 359098 | 363857 | 200X
Filth Third - Oparation. Cingiorski, OH. P e/~ J Vo k- . 3 p— 1T B ]
Filth Thicd - Claims, Cinchnet, ON. e 2096} | oo (BRI | (I5ET516) | JOX
- Premiams Alents, GA e TI308 | . 309780 (.. 1745203 | X
Chal Atorts, GA., s AV BBBTZ) | e V6219839 | (1803410} | 200K
SunTrost Trost Acoturt Atarts, GA. c RSNET T —T Y Y 1850006 | 2000
Narta, G, e 2D | e DDA | ... SO63D00 | 00K
US Bk, Hormmwood, AL i | et - B806 9568 | ... 13406 | 200 |
195599, Total Cpen Dupostonies. . ' o0 000 ] L 1) 585574 T2 | Y00
0865299, Tola Caih on Dsjiosd e ST (- - o 2 L] TR0 | oo SIS | T 5206 | 0K |
0506999, Tota Cash, o X% ] 0 ) e STEB S SO | e TR | X

QE12



QE13

WETH Si0w 9EETSE'S | = —— AT 4se] - IBI0L. “BBG6SER
[} Y3 | : - = : SPUN R 1942 AGUoyy 1S40 Ity - 0L "BEBE00

12 61T [ T oy T gvoznamo] | S 125 INOIWHEVD ANGOV ¥ SYIMLSNAATHA | L Ob . BOBiS2
- SPUN eI RATN SEUOH ING0 IV
Ty (a0 WISHE “OAS S4) 4Q POYHUOP 5 SN IENIRY JoyiByy Asuon K - 910 . *BGRGASE
| eer D .‘ﬁf § [ mmmemme ] gig'y R 27 ) i e ISNITB0 JAOB CAIVAEC | » OF  Nyosos

§ ang] 1sauau) jo wnowy
]

OAS 4 Ka PeuiUe R 58 50UN1 (SR e Aevon e

|
L ] 1 § E [4 i 1 } |

ﬁﬂgwiz.ﬁi POy [OmBA BUIED PeripV0n| elan QU | el ey | woa | uopdosg dISna

JSYIEND) 1UBLNG JC PUT PRUMO SIUBWISBAU] MOYS
SINITVAINDI HSVD - Z Ldvd - 3 3INA3HIS
ANVdINOD FONVHNSNI ALTVIDSdS YAIRNO N 290810z 0e e sy peusiag



EXHIBIT 5

Florida Specialty Insurance Company
Five-Year Historical Data



o Satement s veyearwisotve. FLORIDA SPECIALTY INSURANCE COMPANY
FIVE-YEAR HISTORICAL DATA

Show amounts in whola dollars only, no cents; show percantages to one decimal place, i.¢. 17.6.

1
2018

2

2017

3
2018

2014

Gross Pramlums Written (Page B, Part 18, Cols. 1,28.3)

1. Liabiklylines Lines 11.1, 11.2,16, 17.4, 17.2, 17.3, 184, 16.2, 19.1, 19.2& 19.3,194).....
2. Properly fines (Lines 1, 2,9, 12, 21 & 28),

3882

3. Property and liablity combined fines (Lines 3,4, 6,8, 22 & 27)..oc.commscmmsssmmsssrmonssasessomms e 84,646,458

wrmnnn 89,288,711

10,354,672

4. Alt other lines (Lines 6, 10, 13, 14, 15, 23, 24, 26, 29, 30 & 34).
5. Nonproporional reinauraince Enes {Lines 31, 32 & 33).

Het Premiums Written (Page 8, Part 1B, Col. &)
7. Liablfty lines (Lines 14.1, 11.2, 18, 17.1, 17.2, 17.3, 18.1, 18.2, 18.1, 19.2 % 19.3, 19.4)......

6. Total (Line 35). weerer 84,546,458

e 02871

werenn 70,358,554

veren 30,254,984

4,288

B. Property knes (Lines 4, 2,8, 12, 21 & 26)
9. Property and liabilty combined s (Lines 3, 4, 5, 8, 228 27)...ovmumosecrcrmsmermcionan
10. Allother lines {Lines 6, 10, 13, 14, 15, 23, 24, 28, 28, 30 & 39)

aveeonnnn {6,422,088)

- AT.T58,871

e 18,087,804

11, Nonproportional reinsurance fines (Lines 31, 32 & 33).

Statenent of Income {Page 4)

12 OB {LN0 3]st s e s ] s

13. et undenariting pain (loss) (Line 8)
14, Netlnvastment galn (oss) (Line 11)

918,776
174,960,

........ (7.574,098)
374,820

arveenre 7,869,812

avonaren],816,884

e 18,102,082

........ .5,132,138
A2T 128

15. Total other income {Line 15)

321,818

91814

21,714

16. Dividends bo poficyholders (Line 17),
17. Federal and foreign income taxes incured (Line 18),

18. Net income (Line 20).

Balange Shest Lings (Pages 2and 3)

20. Premiuma and considerations (Page 2, Col. 3):
20,1 In course of collaction (Line 15.1).

19. Total admitted assets excluding protected cefl business (Page 2, Line 26, Col. 3)......ccccrsn| 31,084,661

20.2 Doferred and not yet due (Line 15.2).

1,410,554

5,621,347

e {6,862,067)
45,523,853

1,830,815

o T,107,488) | ...

wurnen 57,039,880

203 Accrued retrespective premiuma (Line 15.3)

22. Lossas(Page 3, Line 1)

21. Total labliiies excluding protected cell business (Page 3, LINE 26).......wumusueessismssammcanmne e 14,484,982
3816,133

wonees30,510,518
3,599,053

....... 36,743,340
2,812,030

e 12,887,020
womnnee] 680,380

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

i 1,735,220
reenenn{7,510,858)

207,783
cemenenn 8,954,876 |
2,000,000

101,881
....... 12,945,319
2,000,000

...... -..5,383,328

312,585

2,000,000

25. Capial pald up (Page 3, Lines 30 & 31)

Cash Flow (Page )
27, Net cash from operations (Line 1)
Risk-Basod Capita! Analysls
28. Tolal “" sted capital.

2,000,000
28, Surplus as rogards policyholders (Page 3, Line 37) e 16608890

e {17,205,308)

.o 16,609,699
K} 945'976

15,013,134

15,013,134
5,294,987

28, Authorized control level risk-based capltal
Percentage Distribution of Cash, Cash Bquivalents and Invasted Asgats
{Page 2, Col. 3) (ltem divided by Page 2, Line 12, Col. 3)x 100.0

734

....... {14,685,7¢4)| .........

67.7

51.0

v 26,024,659

4,191,881}

558

e, 180,151

32,214,881
rreinennn 380,582

A2.7

. Bonds (Line 1).
Stocks (Lines 2.1 & 2.2),

0.0

Mottgage loans on re! estats (Lines 3.1 &3.2)

Real estale (Lines 4.1,4.2 & 43},

Cash, cash equivalents and shatt-term investments (Line 5).

266

A3

43.0

442

57.2

. Contract loans {Line 6)

. Derivatives (Line 7).

Other hivested assats (Line 8)

Recelvablas for securties (Line 9).
Securities lending reinvested collateral assets (Line 10)

Aggregate write-ins for Invested assets (Line 11)

1000

1000

1000

.100.0

tsggsgarugaesy

Cath, cash equivdlents and investod assets (Line 12)
Investments In Parent, Subsidiarfes and Affifiates
. Affillated bonds (Sch. D, Summary, Line 12, Col. 1)

42
43, Afffiated preferred stocks (Sch. D, Summary, Line 18, Col. 1),
44, Affilated common stocks (Sch. D, Summary, Line 24, Col. 1),

45.  Aftiried short-term Investments
(subtotals inciuded in Schedule DA, Verfication, Column 5, Line 10).

46. Affifialed morigage loans on res] estate.

47, Alother effiisted.
48. Totalofabove Ines 42 o 47.

49, Toial nvéstment in parent Induded In Lines 42 to 47 above.

50. Percentage of investments in parent, subsidiaries and affiliatas to surphus

@t regards poficyhoiders (Line 48 sbove divided by Page' 3 Cal. 1, Line 37 x 100.0)

17



Avual Sttement o weyees 2018 ofe. FLORIDA SPECIALTY INSURANCE COMPANY

FIVE-YEAR HISTORICAL DATA
(Contipued]

T
2018

2017

2018

2015

2014

gR2

aREB8B2S

28828

73

74,

75.

78.

.

. Netunreziized Gapital gains (losses) (Line 24)
. Dividends to slockholders (Line 35).

. Liability nes (Unes 11.1,11.2, 16, 17.1, 17.2, 17.3, 18.1, 182, 19.1, 102 8 18.3, 19.4)......
. Property lines {Lines 1,2, 9, 12, 21 & 26).
. Property and fiabifty combined lines (Lines 3, 4, 5,8, 22 & 21).....ovcecessmsremeeremssicsmmirnm
. Nlather lines (Linea 6, 10, 13, 14, 15, 23, 24, 28, 29, X0 & 34).

g2sggge

. Totg! (Ling 35).
. Uability lines (Lines 11.1, 1.2, 16, 17.1, 172,173, 181, 182, 10.1, 192 & 19.3,19.4)......
. Property lines {Lines 1,2,9, 12, 21 & 26)

. Proparty and llablity combinad fines (Lines 3, 4, 5, 8, 22 & 27).
. All other lines {Lines 6, 10, 13, 4, 15,23, 24, 28, 20, 30 & 34),

. Loss expanses incured (Line 3).
. Netunderwnriting gain {loas) (Line 8)

. Other underwriting expsnsas to nel premiums written (Page 4, Lines4 + 5- 15

. Losses and loss expensas incurrad {o premiums eamed

{Line 76 above divided by Page 4 Line 21, Col. 2x 100.0}

Capltal and Surpius Accounts {Page 4)

{51,629)

T

(562)

6,005

Change in surplus as regands policyhoiders for the year (Line 38),

1596,584

Gross Losses Pald (Page 8, Part 2, Cols. 14 2)

e 52TTAT)

e f5734,108)

e B500,000)| e
cenref8100.222) | .......4152.750

wenn: 33,874,270

...... 72,628,765

....... 18,879.478

e BGRTEB | .......... 4,520,518

Nonproportional reinsurance fines (Lines 31, 32 & 33),

Net Losses Pald (Page 8, Part 2, Col. 4)

e 53974270

....... 72,628,765

e BBTIATE

oo 5 U288 ] ........ 4829518

5,618,887

e 14,541,915

ooy 120,112 | ... .4,828,819

Nonproportionat refngurance lines {Lines 31, 32 & 33),

Todal {Line 35)

519,987

Operating Percantages {Page 4)
(ttem dividad by Page 4, Line 1) x 100.0

Pramiums earned (Line 1),

100.0

v 14,541,818

100.0

oD TN | .

100.0

4,826,819

Losses Incumed {Line 2),

75.4

645

38.5

208

72

37

Other underwriiing expensss incurred (Line 4)

159

549

376

114

1.7

327

Other Percentages

divided by Page 8, Part 18, Col. 6, Line 35x 100.0).

254

(26.5)

728

(32.8)

576

83.8

389

1048

58.4

40.2

207

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

et premlums wiitten to polioyholders’ surplus (Page 8, Part 1B,
Col. 8, Lina 35, dvded by Page 3, Line 37, Col. 12 100.0).

{38.7)

1163

146.1

303

562

One Year Loss Development (S000 omitted)
Development in esimated losses and toss expenses incurrad prior

4,451

1,058

(55)

to cument year {Schedule P, Part 2-Summary, Line 12, Col. 11),

Percent of development ofiosses and Joss expenses incutred to poicyholders’ surplus
of prior year-end (Line 74 above divided by Page 4, Line 21, Col. 1 x 100),

296

52

02)

(261)

{0.8)

{1.9)

Two Year Less Development (§000 omitted)

Davelopment in estimatad losses and loss expenses incurrad 2 years before the
current year and prior year (Schedule P, Part 2-Summeary, Line 12, Col, 12},

1,213

(156)

{546}

(91)

Percant of devslopment of losses and loss expenses incurred to
reported policyholders' surplus of second prior-year end

60

1.8 |

05|

19

{04)]

Ifa party to & merger, have the two most recent years of this exhibi besn restated due to & merger in compliance with the disclosure requirements of
SSAP No. 3, Accounting Changes and Comection of Errors?
Ifno, piease explain:

Yes| ]

18

NofX]



EXHIBIT 6

Reimbursement Contract Between
Florida Specialty Insurance Company
And
The State Board of Administration of Florida
(Florida Hurricane Catastrophe Fund)



Rec'vd by
Paragon
1-31-19

RON DESANTIS

STATE BOARD OF ADMINISTRATION + GOVERNOR
OF FLORIDA =
’ o JIMMY PATRONIS
A e dondid e
POST OFFICE BOX 13300 ASUBEL C. Wil
1300 T
REIMBURSEMENT CONTRACT
Effective: June 1,2019
(“Contract”)
between
FLORIDA SPECIALTY INSURANCE COMPANY
(HC omp any!!)
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 is not intended to be in conflict therewith. All provisions in the prinicipal
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 thé Company under certain circumstances, as described herein, and does not provide or
extend insurance or reinsurdnce 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 commencing during the Contract Year, to the extent funds are available, all as hereinafter
defined. o

ARTICLE Il - 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
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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 prior approval of the
Florida Office of Insurance Regulation, sell, assign, or transfet to any third party, in réturn for a fee or other
consideration any sums the: FHCF pays under this Contract or the rxght to receive such sums.

ARTICLEIII TERM EXECUTION

(D Term
This Contract applies to Lesses from Covered Events which commence during the period from

12:00:01 a.iti., Eastern Time, June 1 2019, to 12:00 midnight, Eastern Time, May 31, 2020 (the

“Contract Year”). The SBA shall not be liable for Losses from Covered Events which commence afier

the effective time and date of expiration or termination. Should this Contract expire or terminate while

a Covered Event is in progress, the SBA shall 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 a condition of doing business in. Florida. Under Section 215. 555(16)(c), Florida
Statutes, Companies writing Covered Policies must execute the Contract by March 1 of the
immediately preceding Contract Year.

(b) Duty to Provide a Fully and Timely Executed Copy of this Contract to the FHCF
Administrator o »
The Company must provide a fully executed copy of this Contract in electronic form to the
Administrator no later than the March 1 statutory deadline for execution, or; in the case of a 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 Com pany
as of the March 1 statutory deadline, notwithstanding the fact that the Coverage Level election in
Article XX(I)(b) may be invalid, and noththstandmg 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 (c) 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 executed copy of this Contract, or
if the executed Contract includes an invalid Coverage Level election under Artxcle XX, the Company’s

Coverage Level shall be deemed as follows: _
e Commissioners (NAIC)
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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) Fora Company that is not a member of an NAIC group under which other Companies.are active
participants in the FHCF, the Coverage. Leve! from the prior Contract Year shall be deemed.

(¢) For a New Participant that is a member of an NAIC group, the same Coverage Level selected by

the other Companies of the same NAIC group shall be deemed,
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{d) For aNew Pal‘thlpant that is not a 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

sélected, '

ARTICLE IV - LIABILITY OF THE FHCF

)

)

&)

@

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 Cotnpany’s
Retention, as adjusted pursuant to the definition of Retention 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)(:)1 Florida Statutes provides that the obligation of the FHCF with respect to all
Contracts covering a particular Contract Year shall not exceéd the Actual Claims-Paying Capacity 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
provided in Section 215,555(4)(c)1., Florida Statutes, the SBA shall; upon the occurrence of a Covered
Event, evaluate the potential Losses to the FHCF and the FHCPF’s capacity at the time of the event.
The initial Projected Payout Mulnple used to reimburse the Company for its Losses shall not exceed
the Projected Payout Multiple as calcilated 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:fr.om
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

Actual Claims-Paying Capacity of the FHCF .
This term means the sum of the Balance of the Fund as of December 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 requxred
debt service coverage in excess of the amounts reqmred to pay actual debt service on revenue bonds,

‘and detérmined according to principles of actuarial science to reflect each insurer’s relative exposure

to hutricane 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.

(4) Administrator

This term means the entity with which the SBA contracts to perform administrative tasks associated
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 teleplione number is
(800) 689-3863, and the facsimile number is (800) 264-0492.
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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

M

(8

®

_This term mieans 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.

Borrowing Capacity
This term means the amount of funds which are able to bé raised by the issuance of revenue bonds or

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

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 incorporates two
accounts, (a) the coastal account and (b) the personal lines and commercial lines accounts, Each
account is treated by the FHCF as if it were a separate pamcxpating insurer with its own reportable
exposures, Reimbursement Premium, Retention, and Ultimate Net Loss.

Covered Event
This term means any one storm declared to be a humcane 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, mcludmg
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 I1I(3), which is used i in detenmnmg reimbursement under

Article 1V.

(n Covered Policy

(12)

(13)

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

(b) Covered Policy also includes any collateral protection insurance policy - covenng personal
residences which protects both the borrower”s and the lender’s financial interest, in an smount 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 Pohcy does not mclude any policy or exposure excluded under Amcle VL

‘Deductible Buy-Back Policy
This term means a specific policy that provides coverage to a policyholder for'some portion of the

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

Estimated Clalms-»l’aymg Capacity of the FHCF
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(14)

plus any remsurance purchased by the FHCF plus the most recent estnmate of the Borrowmg
Capacity of the FHCF, determined pursuant to Section 2 15.555(4)(c), Florida Statutes.

Excess Polley

This term means, for the purposes of this Contract, a policy that provides insurance protection for
large commercial property risks and that provndes 2 layer of coverage above a primary layer (which
is msured by a different insurer) that acts much the same as a very large deductible.
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(15) Insurer Group
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 a member of  group as designated by the NAIC until
such Company is assigned another group designation or is no longer a member of a group.
(16) Limit :
This term means the maximum amount that a Company may recover under this Contract, calculated
by multiplying the Company’s Relmbursement Premium by the Payout Multiple.
(17) Loss
- This term means an incurred loss urider 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 or any 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 pravided in Article IV, pursuant to Section 215, 555(4)(!:)1 Florida Statutes,

(b) The Loss Adjustment Expense Allowance is included in, and not in addition 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 assumpuon
agreement 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 apgregate industry Reimbursement Premium for the FHCF for the Contract Year billed
as of December31 of the Contract Year. The final Payout Multtple is determined once
Reimbursement Premiums have been bllled as of December 31 and the amount of bond proceeds has
been determined.

(21) Preminm Formula
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
215.555(4)(d)2., Florida Statutes, The Projected Payout Multiple is derived by dividing the estimated
single season Claims-Paying Capaclty of the FHCF by the estimated total aggregate industry
Reimbursement Premiuin for the FHCF for the Coritract Year, The Company’s Reimbursement
Premiurn as paid to the SBA for the Contract Year is multiplied by the Projécted 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 21 5. 555(5)(b); Florida Statutes,
by the rate as derived from the Prermum 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-2019K
Rule 19-8,010 F.A.C.



the same Covered Policy and any other structures covered under endorsements associated with the
Covered Policy covering the Residential Structure.
(8) 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 andtobea Re51dent1a1 Structure regardless
of the term of its occupancy. -

(b) With respect to a condominium structure or complex msured under a commercxal hnes policy,

©

such structure is deemed to have a habitational occupancy and to be a Resndentlai Structure,
regardless of the term of occupancy of individual units.

A single structure which includes & mix of commercial habitational and commercial 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 ehglble 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 durmg the Contract
Year, the Company’s full Retention shall be applied to sach of the two Covered Events causing
the largest Losses for the Company. For each other Covered Event resulting in Losses, the
Compeny’s Retentlon shall be reduced to one-thlrd of its full Retention.

1. All reimbursement of Losses for each Covered Event shall be based on the Company’s full
Retention until December 31 of the Contract Year. Adjustments to reéflect 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 loss development patterns have resulted in a change in the
corder of Covered Events entitled to the reduction to one-third of the full Retention,

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 mult:plymg the Retentmn Multiple
by the Company’s Reimbursement Premium for the Contract Year.

(26) Retention Multiple

@

The Retention Multiple is applied to the Company’s Reimbursement Premium to determine the
Company’s Retention. The Retention Multiple for the 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 Premium at.the. 90%. Coverage. Level. for the. Contract Year as
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determined by the SBA.

The Retention Multiple shall be adjusted to reflect the Coverage Level elected by the Company

under this Contract as follows:

1. I the Company elects the 90% Coverage Level, the adjusted Retention Multiple is 100% of
the amount determined under paragraph (8);

2. Ifthe 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 defermined under paragraph (a).

(27) Ultimate Net Loss

() 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 calculating the Company s Ultimate Net Loss, the amounts described in paragraph (5) shall
be reduced by the deductibles applicable under the policy to the hurricane loss, which must first
be applled to the portion of the Loss covered by the FHCF,

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

(d) All salvages, recoveries or payments recovered or received subsequent to a Loss settlement
under this Contract shall be applied as if recovered or received prior to the aforesaid seftlement
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 subroganon, and its rights, if any, dgainst 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
(4)

()
{6)
™

@)

®

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

Any pohcy whlch excludes wind or hurricane coverage. -

Any Excess Policy or Deductible Buy-Back Policy that requires individual ratemaking, as determined
by the FHCF.

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

(c) Any other policy providing a layer of winidstorm 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
Properly Insurance Corporatxon under Section 627. 35 1(6)(c)2., Florida Statutes

Any liability of the Company : attﬂbutable to losses for fair rental value, loss of tent or rental income,

or business interruption.

Any collateral protection policy that does not meet the definition of Covered Pohcy as defined in

Article V(1 ().

Any reinsurance assumed by thie Company.

Hotels, motels, nmeshares, shelters, camps, retreats, or other similar structures,
Retail, offi ice, mercantxle, or manufacturmg faclhtxes, or other similar structures,

(10) Any exposure for condommtum or homeowner associations If no Residential Structures are insured

under the policy.
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(an Commerc:al healthcare facilities and nursing homes; however, a nursing home which is an mtegral
part of a retirement community consisting primarily of habitational structures that are not nursing
homies 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 (e.g., a policy covering only the pool of an apartment complex).

(13) Policies covering only Additional meg 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 hcensmg

(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 court-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 hmxted to, a discount on or waiver of an applicable deductible. This exclusion
includes overpayments ofa specific individual coverage limit even if total payments under the policy
are within the aggrégate policy limit,

(19) Any losses paid under a policy for Additional Living Expense, writteri as a time element coverage, 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 files do not adequately support, Claim file support shall be
deemed adequste If in compliance with the Records Retention Requirements outlined on the Form
FHCF-L1B (Proof of Loss Report) applicable to the Contract Yeer.

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

(22) Losses in excess of the aggregate limits of habxhty specxﬂed 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 ligbility of the Company arising by contract, operatmn of law, or otherwise, from its participation
or membership, whether voluntary or involuntary, in any insolvency fund. “Insolvency fund” inctudes
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
msurer—or-lts—successors—or—assxgns,-whuch-has—been-declared-by~any-competent~authomy—to-be—-— —
msolvent, or which is otherwise deemed unable to meet any claim, debt, charge, fee or other obhgatlon
in whole or in part ’

(25) Property losses that are proxunabely caused by any peril other than a Covered Event, includmg, but
not limited to, fire; theft, flood or rising water, or windstorm that does not constitute & Covered Evert,
or any liability of the Company for Joss or damage caused by or resulting from nuclear reaction,
nuclear radiation, or radxoacuve contamination from any cause, whether direct or indirect, proximate
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or remote, and regardless of any other cause or event contributing concurrently 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 policy 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 éndotsement to such a 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

Residential Structure 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;

a. Insures works of art, of rarity, or of historic value, such as paintings, works on paper,
etchings, art glass windows, pictures, statuary, sculptures, tapestries, antique fumiture,
antique silver, antique rugs, rare books or manuiscripts, jewelry, or other similar items;

b. Charges a minimum premium of $500; and _ v

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

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

a. Collection risk assessments;

b. Fire and security loss prevention;

“c. Warehouse inspections to protect items stored off-site;

d. Assistance with collection inventory management; or

e. 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 endorsemenits 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 valuesdue 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
from time to time: The investment nature of such property distinguishes this type of exposure from
the typical conterits associated with a Covered Policy. ' '

(29) Any losses under liability coverages.

ARTICLE VII - MANAGEMENT OF CLAIMS AND LOSSES

The Company shali investigate and se;tlfe or defend all claims and Losses. All payments of claims or Losses
by the Company within the terms’and limits of the appropriate coverage parts of Covered Policies shall be
binding on the SBA, subject to the terms of this Contract, including the provisions in Article X1iI relating
to inspection of records and examinations.
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ARTICLE VIII -REIMBURSEMENT ADJUSTMENTS

Section 215.555(4)(d) and (g), Florida Statutes, provides the SBA with the right to seek the return of excess
reimbursements which have been paid to the Company along with interest thereon. Excess reimbutsements
are those payments made to the Company by the SBA that are in excess of the Company’s coverage under
the Contract Year. Excess réimbutsements may result fro adjusiments to the Projected Payont Multiple
or the Payout Multiple, incorrect exposure (Data Call) submissions or resubmissions; incorrect calculation
of Reimbursement Premium or Retention, incorrect Proof of Loss Reports, incorrect calculation of
reinsurance recoveries, or subsequent readjustment of. policyholder claxms, mnluding subrogation and
salvage, or any combination of the foregoing, The Company will be sent an invoite 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 earned by the SBA for the FHCF for the first four months of the Contract Year. The apphcable interest
rate for interest charges on excess reimbursements due to adjustments resultmg from incorrect exposure
submissions or Proof of Loss Reports will accrue at this rate plus 5%, All interest will conitinue to accrue if

not paid by the due date.
ARTICLE X- REIMBURSEMENT PREMIUM

(1) The Company shall, in & timely manner, pay the SBA its Reimbursement Premium for the Contract
Year. The Reimbursement Premjum for the Contract Year shall be calculated in accordance with
Section 215. 555, Florida Statutes, with any rules promulgated thereunder, and with Article X(Z)

(2) The Company’s Reimbursement Premium is based on its June 30 exposure in accordance with
Article X, except a provided for New Participants under Article X, and is not ad_]usted 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 termmatlon) 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-¢ach Company s FHCF coverage as basecl on the definition in
Section 215 5$55(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.

(3) Since the calculation of the Actuarially Indicated Premium assumes that the Compames 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
Cortpany’s estimation is less thian 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 its first installment, the Administrator shall bill that
estimated Reimbursement Premium as the second mstallment as well, which will be considered as an
estimate by the Company No interest will accrue regardmg 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 8 Company makes an estimation that is hlgher than the provnsxonal

Reimbursement-Premium-billed-but-is-Jess-thanthe-final-Reimbursemen
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accrue. If the Reimbursement Premium payment is not received 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 eithér an estimate or as a provisional Reimbursement Premium., Interest shall not be
credited past December 1 of the Contract Year. The applicable interest rate for i interest credits will be
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‘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 will accrue at this rate plus 5%.
ARTICLE X - REPORTS AND REMITTANCES
(1) Exposures
(a) If the 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 spécified 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 format specified by the SBA.

(b) If the Company 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 | of the
Céntract Year, by ZIP Code or other limited geographical area as speclﬁed 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 informatien in the format specified by the
SBA.

(c) Ifthe Company first begins writing Covered Policies on December 1 through and including May
3] 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 p.m. Eastern Time on the due date. Reports sent to the FHCF
Administrator in aneapohs, Minnesota, will be:réturned to the sender. Reports not in the
physical possessmn of the SBA by 4 p.m., Eastern Time, on the applicable due date are late.

2) Reimbursement Premium

(a) If the 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, ifthe
Company’s Reimbursement Premium for the prior Contract Year was less than $5,000, the
Company’s full provnsmnal Reimbursement Premium, in an amount equal to the Retmbursement
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
receiver or rehabilitator (referred to ir the aggregate as “state action™):

1. The full annual provisional Reimbursement Premium &s 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 provxsmnal Reimbursement Premium as
specified in_ subparagraph 1. by the applicable due date shall result in the 45% Coverage
Level being deemed for the complete Contract Yeer regardless of the level selected for the
Company through the execution of this Contract and regardless of whether a Covered Evert
oceurred of tnggered 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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(d)

(e)

®

pay the full Reimbursement Premium for the Coverage Level selected through the execution
of this Contract. ' '

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
as soon thereafler 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 full FHCF
Reimbursement Premium as specified in subparagraph 1., to default to the 45% Coverage
Level being 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 shell pay the FHCF a provisional Reimbursement Premium of
$1,000 rio later 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 Reimbutsement 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 amount is less than $1,000,
then the Company shall pay $1,000, The Reimbursement Premium payment is due no Jater than
April 1 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 Reimbursement 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 described in the following
sentence, Reimbursement Premiums, together with eamings thereon, received in a given Contract
Year will be used only to pay for Losses attributable to Covered Events occurring in that Contract
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)(2)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 revenue bonds, then the amount of the Reimbursement Premiums or earnings thereon so
used shall be retured, 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.
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(3) Losses

{e) 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 a Comipany participating
in a quota share primary insurance agreeiment(s) with Citizens Property Insurance Corporation
Coastal. Account, Citizens and the Company shall report only their réspective 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 Compariy shall report its projected Ultimate Net Loss 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 ftom 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 Report 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 Proofof 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. For the 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 until 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:
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a. Quarterly Proof of Loss Reports are due by March 31 from a 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 Lossés exceed, or are expected 1o 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 additional Proof of Loss Reports-for recalculation of the FHCF's

obhgatxons.

. 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 eatlier 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
I'ECO’VEI'.IES

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

practicable after 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 ptior to the issuance of
any advances or reimbursements requested by Companies that have been placed under

regulatory supervision by & 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 recéived 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 claims examinations to determine the
reasonableness of the reported Losses. Except as noted in subparagraph 5., Companies
meeting these tests for reasonableriess will be scheduled for reimbursement. Compames not
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meeting these tests for reasonableness will be handled on a case-by-case basis and Wil be
contacted to prowde specific information regarding their individual book of business. The
discovery of errors in a Company’s reported exposure under the Data Call may require a
resubmission of the current Contract Year Data Call which, as the Data Call impacts the
Company's Reunbursement 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.
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(¢) Loss Reimbursement Caleulations

1.

In general, the Company’s paid Ultimate Net Losses must exceed its full FHCF Retention for
a specific Cavered 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 entitiescreated
pursuant to Section 627. 351(6), Flonda Statutes, i incurring reimbursable Losses will receive
the amount of’ rexmbursement 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 occurring 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 Year. :

Reserve established. When a Covered Event occurs in a subsequent Contract Year when
reimbursable Losses are still being paid for a Covered Event ina 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
spectf ic to the loss development of the Covered Events involved.

(d) Commutation

1.

Except as provxded in subparagraph 3., not 1ess 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 ]ater of 60 months after the énd of the Contract Year or upon completion of the

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

issues.

8. Ifthe Company’s most recently submitted Proof of Loss Report(s) indicates that it has no
Losses resulting from Covered Events durmg the Contract Year, the SBA shall sfter 36
months request that the. Company execute a final commutation agreement. The final
commiutation agreement shall constitute a complete and final release of all obhgauons of
the SBA with respect to Losses. If the Company chooses not to execute a final
commutation agreement, the SBA shall be released from all obllgatlons 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 outstandmg Losses and incurred but sot reported Losses, which are
not firially settled and which may be reimbursable Losses under this Contract, and must
be accompanied 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 updated 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.

Inereases in repoited 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.

a, 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 actiary 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. -

c. If the parties fail to agree on the valuation of any Losses, then any difference in valuation
of the Loss shall be settled by & 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 doller amounts in dispute.

i. One actuary shall be chosen by eich party, and the third actuary shall be chosen by
those two actuaries. If either party does notappoint an actuaty within 30 days after the
initiation of the process, the other party may appoint two dctuaries. If the two actuaries
fail 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.

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

iii. 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 case to the panel of actuaries and the

opposing party no later than 30 days after the appointment of the third actuary, Within
L5 days after receiving the other party’s submission, a party may submit its written
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response to the panel of actuaries and the other party. After the appointment of the
third actuary, a party may not communicate with the panel.or any member of the 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 opposing party o, at the discretion of the panel, may
be provided in a meeting or teleconference attended by both parties and all members
of the panel, = : P ; oy
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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 i 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 aresult
of sub-subparagraphs 2.b. and c.) shall be equally divided between the two part:es Said
commutation shall take place in Tallahassee, Florida, unless some other place is mutually
agreed upon by the Company and the SBA.

3. The Company and SBA i imay mnutually agree to initiate and complete a commutation for zero
dollars without being subject to the 36-month waiting period provided in subparagraph (d)1.
Such early commutation, once completed, eliminates the mandatary 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)(e), Florida Statutes. An advance is an
early reimbursement which allows the Company to continue to pay claims in's 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 (l) of this Article. Except as noted below, advances, if
approved, will be made as soon as practicable after the SBA receives awritten request, signed by
two officers of the Company, for an advance of a specific amount and any other information
required for the specxfic type of advance under paragraphs (¢) and (d). All reimbursements due
to the Company shall be offset against any amount of outstanding 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 additional 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 accrue 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 exceedmg the amount of any outstandmg advances, Interest shall be billed on
a periodic basis. If i is determined that the Company received 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 outstandmg 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 apphcable 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)(c)1., Florida Statutes, provides that the SBA shall advance to the
Company amounts necessary to maintain the solvency of the Company, up to 50 percent
of the SBA’s estimate of the reimbursement due to the Company.
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b. In addition to the requirements 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;

ii. Current liabilities other than liabilities die 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. TheSBA’s ﬁnal decision regardmg an apphcatnon for an advance to prevent insolvency
shall be based on whether or not, considering the totality of the cifcmnstances, including
the SBA’s obligations to provide reimbursement for all Covered Events oceurring during
the Contract Year, granting an advance is essential to allowmg the entity to continue to
pay additional claims for a Covered Event in a timely manner.

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

a. Section 215. 555(4)(e)2., Florida Statutes, prowdes that the SBA may advance to an
entity created pursuant 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, multlphed by the current
available liquid 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)(e)3., Florida Statutes, provides that the SBA may advance the amount of
estimated reimbursement payable 10 limited apportionment companies.

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

1. Shall determine whether its assets available for the payment of obhgatlons are sufficient and
suff ciently liquid to fulfi l] its obligations to other Companies prior to granting an advance;

2. Shall review and consider all the information submitted by such Companies;

3. Shall review such Companies’ compliance with all requirements of Section 215.555, Florida

Statutes;.

4. Shall consult with all relevant regulatory agencies to seek all relevant information;
5. Shall review the damage caused by the Covered Event and when that Covered Event
ocourred;

6. _Shall consider whethér the Company has substantially exhausted smounts previously

advanced;

7. Shall consxder any other factors deemed relevant, and

8. Shall requu'e commercxal self-msurance 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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() Any amount advanced by the SBA shall be used by the Company only to pay claims of its
pohcyholders for the Covered Event which has precipitated the immediate need to contihue to
pay additional claims as they become due,

) lnadequate 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 a
resubmission fee of $1,000 for resubmissions that are not a fesult of an examination by the SBA. Ifa
resubmission is necessary asa result of an examination report issued by the SBA, the first resubmission
fee will be $2,000. If the Comipény’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 information 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 Premmm 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 any liability which would attach to it hereunder if such delay, omission, or error had not been made.

ARTICLE XII) - 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 Contract, including Company files concerning claims,
Losses, or legal proceedings regarding subrogation or claims recoveries which involve this Contract,
including premium, loss records and reports involving exposure data or Losses under Covered Policies.
This rrght 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 Coriipany shall

‘have no right to re-open an exposure or claims exarninatiofi 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 exposute 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 tesult in additional
reimbursements to the Company. The SBA may require any discovered errors, inadvertent omissions, and
typographical errors associated with the data reporting of insured values, discovered prior to the closing of
the file and acceptance of the examination fi ndings 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 Statites. Companies writing covered collateral protection policies, as

defined in definition (1 1)(b) of Article V, must be able to provide documentation that the policy covers
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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
exammatlon, it cannot be relied upon asan assurance that a Company* s ‘data is reported accurately or
in its entitety. The Company should not rely on the FHCF to identify every type of reporting error in
its data. In addition, the reporting requirements are subject to change each Contract Year so it is the
Company’s responsxbxhty 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 that its data is reported accurately and to comply with Florida Statutes and any applicable rules
whe# reporting exposure data. The examination réport is not intended to prowde alegal detemmanon
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 aceurate records of
any completed exposure examination for any Contract Year in which the Company incurred Losses
until thie 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 Ysar under Rule 19-8.029, F.A.C.

A complete list of records to be retairied for the exposure examination is set forth in Form FHCF-
EAPI, 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-LIB and Form FHCF-LAPI,

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 Company shall be prepared to choose one location in which to be examined,
unless otherwise specified by the SBA.
(b) The reports and data are requlred 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 4s to what policies or other documentation will be required once the examiner is on
site. Any records not reqmred to be provided to the examiner in advance shall be made available
at the ttme the exammer amves on sxte. Any records to support reported exposure or Losses
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in an addxtlonal exam matlon of exposure andlor Loss records or an extensxon or expans:on of the
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 Tesponse 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 dué to circumstances ‘beyond the reasonable control of the Company.
No response is requited if the examination report ‘does not include any findings or
recommendations.

If the Company -accepts the examination findings and recommendations, and there is no
recommendation for additional mformatlon 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 resubmission 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
regardmg 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 orto 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
resubmiit, the same procedures outlined in Article XIII(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 4 letter outlining the process
for submitting the Proof of Loss Report(s) and including a deadline to file. Once the Proof of
Loss Report(s) is received by the FHCF Administrator, the FHCF’s Administrator will calculate
a revised reimbursemerit. 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 Repori(s) as filed or contact the
Company with any questions. Once the SBA has accepted the corrected Proof of Loss Report(s)
as a sufficient 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 Company’s polwies or claims rather
than the whole universe of the Company’s Covered Policies or reported claims, the error list is
not intended 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 reporting to the FHCF.

Costs of the Examinations

The costs of the examinations shall be borne by the SBA. However, in order to retove any incentive
fora Company to de]ay preparatlons foran examination, the SBA shall be relmbursed 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 fmlure, 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 nght 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 Conitract 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 notlfy the FHCF lmmedmtely 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 appomted receiver specifying
that all data and computer systems required for FHCF exposure and claims examinations will be maintained
untll completlon of the Company’s exposure. and-claims examinations. Except as otherwxse provided below,
in order to account for potential erroneous reporting, the SBA shall hold back 25% of Tequested
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” due 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 hquidatlon with a finding of
insolvency has been entered by a court of competent Jurisdiction. In light of the need for an immediate
infusion of funds to enable 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 tmmedtate]y

" without the usual notice and response time limitations and allowmg the FHCF to make reimbursements (net
of any amounts pnyable 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 Compariy, 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 perties under this Contract can be terminated only as may be provided

by 1aw or applicable rules.
ARTICLE XVII - VIOLATIONS

(1) Statutory Provisions
(a) Section 215.555(10), Florida Statutes; provides 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 Admlmstratwe Code,
under the authonty of that section of Flonda Statutes.

{b)-Sestion-21 : mdﬁmmm&mm&d&%tmommmmm

the rules and the provmnons and requirements of this Contract, required by and adopted pursuant to
Section 215 358, Florida Statutes.

(3] Noncomphance
(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 under the
authority of that section of Florida Statiites, 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
_ Tequirement(s). o ;

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

ARTICLE XVIII - APPLICABLE LAW

This Contract shall be governed by and construed according to the laws of the State of Florida in respect of
any matter relating to or 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 20% Coverage
Level under this Contract, If the Company is a 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 or her initials in the box under (a) below, affirms that the Company has elected the same Covérage
Level as all members of its NAIC group. If the Company is an entity created 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 Conitract Year. The Company shall be permitted
to change its Coverage Level atthe begmmng of anew Contract Year, but may not reduce its Coverage

- Level if a Covered Event required the issuance of revenue bonds, until the bonds are no longer

outstandmg

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

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

(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 %% OR |/ 57' 90%

(2) Additional Living Expense (ALE) Written as Time Element Coverage
If your Company writes Covered Policies that provxde ALE coverage on a time element basis (i.e.,
coverage is based on a specific period of time as opposed to a'stated 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.
OR |- ;J—W

Yes - Time _ No - Time

bl
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ARTICLE XXI ~ SIGNATURES

Apprpv‘ed_ by:

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

By: ;%-/f 2. W 3.26.19

Datg'

Authority to sign on behalf of the Company:
The person sxgmng 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 représentations on behalf of the Company gs set
forth in this Contract,

Florida Specialty Insurance Company

Dusan) - WM*SCHAL /CEZ)

Printed Name and Title

.By.: . //?a/?

aturs Date
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EXHIBIT 7

Renewal Rights Agreement Between
Florida Specialty Insurance Company
And

Florida Specialty Managing General Agency, LLC
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FINAL:
April9, 2019

RENEWAL RIGHTS AGREEMENT
by and between
PEOPLE’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
DE TION

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

“Encumbrance” means any charge, claim, community property interest, condition,
casement, 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 authority, 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.

“Petson” means any individual, corporation, partnership, association, limited liability
company, trust, estate, unincorporated organization, Governmental Authority or other entity or any
group comprised of two or more of the foregoing,

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

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

ARTICLE 2

PURCHASE AND SALE OF RENEWAL RIGHTS
Section2.]  Purchase and Sale of Renewal Rights.

()  Promptly following the Effective Date, and subject to any approvals
required of applicable Governmental Authorities, (i) Florida Specialty shall commence sending
holders of In-Force Policies (the “Florida Specialty Policyholders™) as managing general agent of
the Company a written notice that such policy is not being renewed (the “Non-Renewsl Notice™)
and (ii) PTIC shall send each holder of an In-Force Policy a written quote (the “Replacement
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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, withheld
or delayed. Rates offered by PTIC for the Replacement Policy shall be based on PTIC’s current
rates.

Section2.2  Purchase Price. In consideration for the transfer and sale of the Renewal
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
Policies and excludes policy fees, surcharges and assessments (the “Purchase Price”). Within
fifieen (15) days following the end of each calendar quarter after the Effective Date, PTIC shall

(ii) pay Florida Specialty an amount equal to 2.75% on the carned Premium on such
Replacement Policies in satisfaction of the Purchase Price. Florida Specialty will not receive any
payments on any additional renewal terms on such R placement Policies .

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
Section3.1  Legal Capacity: Valid and Binding Obligation.

(&) 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

or governmental rule, regulation or policy statement or of its certificate of incorporation or other
comparable orgenizational 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 bankruptcy, insolvency or other similar laws,
now or hereafter in effect, affecting creditors rights generally, and the remedy of specific :
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Section 3.2  Additional Florida Specialty ntations and Warranties. Florida
Specialty represents and warrants to PTIC as follows:

(@)  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.

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

ARTICLE 4
.GENERAL PROVISIONS

Section4.1  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 express 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 recejved, 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:

iftO 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, FL. 34237

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

a Section, a clause, an Exhibit or an Appendix, that reference is toan 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 inany’
way the meaning or interpretation of this Agreement. Whenever the words “include,” “includes”
or “including” are used in this Agreement, they will be deemed to be followed by the words
“without limitation,” whether or not they are in fact followed by those words or words ofJike
import. Whenever the singular is used herein, the same will include the plural, and whenever the
plural is used herein, the same will include the singular, where appropriate. All Exhibits and

Section4.4  Interprefation. Whena reference is made in this Agreement to an Article,

a Business Day, then such action shall be required to be done or takén not on such day but on the
first succeeding Business Day thereafter, “Writing,” “written” and comparable terms refer to
printing, typing and other means of reproducing words (inchuding 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
other Law will be deemed to include a reference to the corresponding rules and regulations, if
any, and each of them as amended, modified, supplemented, consolidated, replaced or rewritten
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 As ient: Thi Beneficiaries.

‘ ())  The Parties acknowledge that this Agreement supersedes any prior
understandings or purported understandings (whether written or oral), and all prior agreements
between the Parties with respect to the subject matter hereof and thereof, and constitutes a

(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,

Section 4.6 Govetning 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 compel
the application of the laws of another jurisdiction.

5
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Section4.7  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 irrevocably 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.

. Section48  Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT
IS LIKELY 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 OR THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT.

Section 4.9  Assipnment. 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 ather 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; Ame, ndment and Waiver,

(8)  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 Jjurisdiction, 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 Agresment 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
orprivilege, preclude any further exercise thereof or the exercise of any other such right, power
or privilege.
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Section 4.12 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.

LEGALMO058872501

PEOPLE’S TRUST INSURANCE COMPANY

)

Name: M 4L 4o HEL
Title: Ceo

FLORIDA SPECIALTY MANAGING

GENERAL AGENCY, LLC

By I~
‘ﬁame: & ?(M q. %
Title: chO Mecak.



EXHIBIT 8

Florida Specialty Insurance Company
Quarterly Statement as of June 30, 2019



I T —
QUARTERLY STATEMENT

As of June 30, 2019
of the Condition and Affeirs of the
NAIC Group Code..... 0, 0 NAIC Company Code..... 17248 Employer's 1D Numbe.,... 47-0706955
{Gunent Perod) [P Perod)
Organized under the Lews of FL Stale of Domicle or Porl of Enfry FL Country of Domiclle  US
Incorporated/Organized..... June 10, 1067 Commenced Business..... July 17, 1987
Statulory Home Office 1 S School Ave, Sulte 800 .. Sarasota .. FL .. US . 342578014
(Stwatand Numbe)  {Chy or Tenen, Stats, Counby and Zip Gode)
Maln Administrative Office 1 S School Ave, Sulte 800 .. Saresota .. FL .. US .. 342376014 941-210-5670
(Stotand Number}  (Cy or Toen, Sta, Cotmty and 2 Code) {Ara Cods) (Teloplione Nambes}
Mall Address 18 School Ave, Sulte 800 ., Sarasota .. FL .. US ., 34237-6014
{5imot and NumberorP. 0. B0 {Oiy or Town, Stats, Counkry and Zip Dod) _
Primany Location of Books and Records 1 8 School Ave, Sulte 600 .. Sarasota .. FL .. US .. 34237-6014 T 941-2106674
{Stmatand Mumber) (Gl or Town, Siala, Comnéyand Zip Gode) (Arox Coda} {Telephona Numiber)
Intemet Web Site Address WWW.FLORIDASPECIALTY.COM
Slatutory Statement Conlact LAURA REAY LOPEZ 841-210-5673
(Vems) , {Asen Gode) (Telophonse Namber) (Extonaion)
LLOPEZ@FLORIDASPECIALTY,COM 941-330-8761
{E-MoR Addhess) (Fax Number)
OFFICERS
Name Title Natne Title
1, SUSAN JEAN PATSCHAK CEO AND SECRETARY 2
3 4.
DIRECTORS OR TRUSTEES
SUSAN JEAN PATSCHAK ALEX BLUMENFRLCHT VIRCENT THOMAS ROWLAND, JR YAAXOV BEYMAN

Supdl.... Foda
Coulyol...  Seresola

Tnenfﬁeeno‘rﬂsmpmﬂmmbemuymmmmmmﬂqnhwmwwmm.a\dﬂlnlonhrepaﬁmpnma
stated above, all of he hereln destribed assets el the absoluts propery of the said reporting enily, free and dear from any ens or claims therson, sxcept 2
heretn stated, end fhat this statemént, together with reiated exhibts, scheditas and explanalions therein conteinad, amexad or refemed b, Is a fill and true siatement
of el the assets end Rabiiies end of fhe coriiion and affaivs of the said reporfing enfity s of the reporting period steted abovs, end of s Ixcome and dedudtions
thavefrom for the pesiod ended, mmmmmmmmuﬂmmmmmmwmmwmwmm
mmwﬂ»mmmmmmmmmmmMmmmmmaﬁmmmﬁummmmﬂm and
procedures, acoonding to ie bast of thelr infonmation, knowledge and balief, respoctivaly. FMm.hmdmhmtyhdeoﬁm:h
mummmmmhmmmmm 15 én emack ooy {except for fomatiing dHierences due to elactronko fiing) of the
f ting ey be requésted by various regidators in 18u of orin adiion to the enciosed statement.

nature) (Slgnature) {Signature)
SUBAN JEAN PATSCHAK
1. [Pinodtame) B 7. [Priniad Nome) 3 FedName)
CED AND SECRETARY
(Tiiz) Tee) {Tite}
Subscribed end swomm ko before me 2. Ishis an origiat fling? Yes [X] Ne| 1]

This % - FOV\S b fno: 1, Stata the emendmant number
3 T‘g ? 2. Dateied . I
3. Number of pages atached _

(2"




EXHIBIT 9

Florida Specialty Insurance Company
Consent to Receivership



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
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.

.
Datedthis /X" day of V€L TEMPLL, 2019.

(Corporate Seal)



Directors of Florida Specialty Insurance Company -

By: T

Print Name: f/{ﬂl/ﬁélv:‘ ?20(&'(./4;"/}

Title: C lpe mhu

Date: 7/ / —2;/ A

State of ‘Cl Dﬂd a
County of Sara =N av, O

The foregoing instrument was acknowledged before me this ,_2' day ofSCB‘l'tmhzolg’
w_Vineent Rowland «_Divector

(name of person) (type of authority ..... e.g: officer, trustce attorney in fac()

for I;IOHda €>Deofa—l+u ﬂf\éw’anc& COVY\PQJ/;\./

(company name)

BARBARA RICHMOND
2 MY COMMISSION # GG074459

EXPIRES Februsry 20, 2021 EMWQ ?l O‘/M/HOHA

(Print, Type or Stamp Commissioned Name of Notary)

Personally Known___ |/ ification
N /A

Type of Identification Produced

(B8]



Directors of Florida Specialty Insurance Company

M@Q@M

Print Name SVSA‘—AJ v %'Tfé A
Title: CE O
Date: Z // 7’TZ/ 9

State of r:lélfldn

County of 6@ J:'an_‘fﬂ_.

The foregoing instrument was acknowledged before me this IZ. day of S¢ptembanio,

by Suear  Fodechok ss Dirtetsr

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

for F‘Ol/ldd Speci oy er‘&U_m.VlCﬂ COVH‘PM\{

(company name)
Rt h )

(81 ute of No

*' MY COMMISSION # GG074458 Q
4 bruary 20, 2021 a)l ldQZ 2 e :,
: EXPIRES February ‘ CJ/] [)

(Print, Type or Stamp Commissioned Name of Notary)

Personally Known__‘/_ ORProduced-Identificatiom

Type of Identification Produced  ~//A




