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

State of Florida, ex rel., the
Department of Financial Services of
the State of Florida,

Relator
CASENO.:

Sawgrass Mutual Insurance Company,
a Florida corporation,

Respondent.
/

THE DEPARTMENT OF FINANCIAL SERVICES APPLICATION FOR ORDER TO SHOW

CAUSE. INJUNCTION, AND NOTICE OF AUTOMATIC STAY
FOR PURPOSES OF LIOUIDATI

The Florida Department of Financial Services, Division of Rehabilitation and Liquidation
(“Department”), hereby applies to this Court pursuant to Sections 631.031 and 631 .061, Florida
Statutes, for the entry of an Order to Show Cause, Injunction, and Notice of Automatic Stay on
the appointment of the Department as Receiver of Sawgrass Mutual Insurance Company
(“Respondent” or “SMIC™) for purposes of liquidation. In support of its application, the
Department states:

I. This Court has jurisdiction over these proceedings pursuant to section 631.021 (1),
Florida Statutes, and venue is proper in the Circuit Court of Leon County bursuant to section
631.021(2), Florida Statutes.

2. Pursuant to section 631.021(1), Florida Statutes, this Court has jurisdiction over
delinquency proceedings and is authorized to enter all necessary or proper orders to carry out
the purpose of the Florida Insurers Rehabilitation and Liquidation Act, sections 631.001 et seq.,

Florida Statutes.



3. Respondent is a corporation authorized pursuant to the Florida Insurance Code to
transact business in the State of Florida as a property and casualty insurer since 2009. Respondent’s
principal place of business is or was located at 1000 Sawgrass Corporate Parkway, Suite 100,
Sunrise, Florida 33323.

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

5. Section 631.031(2), Florida Statutes, empowers the Department to petition this
Court for an order directing it to liquidate a domestic insurer, and section 631.061, Florida
Statutes, provides that the Department may apply for such an order if the insurer is or is about
to become insolvent or upon the existence of any of the grounds specified in section 631.051,
Florida Statutes.

6. By letter dated August 3, 2018, pursuant to section 631.031(1), Florida Statutes,
David Altmaier, Commissioner of the Office of Insurance Regulation, advised Florida’s Chief
Financial Officer, Jimmy Patronis, that grounds exist for the initiation of liquidation proceedings
against Respondent. A copy of the letter is attached hereto and incorporated herein as
Department Exhibit 1.

7. Based on the documentation received from the Florida Office of Insurance
Regulation (“the Office”), including a sworn affidavit from Virginia A. Christy, the Director of
Property and Casualty Financial Oversight, the Department has determined that Respondent is
impaired or insolvent, or is about to become insolvent, and that there exist additional grounds as
specified in section 631.051, Florida Statutes, that warrant the liquidation of Respondent. A

copy of the Affidavit of Virginia A. Christy is attached hereto and incorporated herein as



Department Exhibit 2

8. According to the Affidavit of Virginia A. Christy, upon the approval of an
application, Respondent was licensed by the Office on April 7, 2009, as a state of Florida
domestic property and casualty insurer authorized to write insurance, pursuant to Part III of
Chapter 624, Florida Statutes. Respondent’s principal place of business, and its last known
Florida address, is or was 1000 Sawgrass Corporate Parkway, Suite 100, Sunrise, Florida
33323.

9. Respondent agreed to be placed into administrative supervision, pursuant to Part
V of Chapter 624, Florida Statutes, for the purpose of protecting the assets of Sawgrass and
protecting the interests of its insureds and to implement an orderly wind-down of the company’s
assets. Administrative Supervision began on August 18, 2017, pursuant to a Consent Order
entered into with the Office of Insurance Regulation!, was extended for two 90-day periods, and
was again extended through October 9, 2018 to facilitate the effectuation of run-off.

10. The Office has now determined that grounds exist for the Department to file
delinquency proceedings against Respondent, as there are many outstanding issues that are
unresolved by the Respondent.

I1. Respondent is currently insolvent within the meaning of section 631.01 1(14),
Florida Statutes. Sections 631.051(1) and 631.061(1), Florida Statutes, authorize the initiation
of delinquency proceedings against an insurer if the insurer is insolvent. The basis for the
determination of insolvency is summarized as set forth below.

12. In its March 31, 2018, Quarterly Statement (“March 2018 Quarterly

Statement”) (see page 3, line 37 of Exhibit 3 to Affidavit of Virginia A. Christy), Respondent

! The Administrative Supervision Consent Order dated August 18, 2017, and succeeding Consent Orders, are attached
collectively as Exhibit 1 to Virginia Christy’s Affidavit.
3




reported surplus as to policyholders in the amount of $529,742. On or about June 1, 2017,
Sawgrass negotiated the payment of deposit premium to its reinsurance broker, JLT Re (North
America) Inc. (“JLT Re”) in two installments, one due on June 1, 2017, in the amount of
$5,171,516.25, which was paid, and the second installment due on September 30, 2017, in the
amount of $4,741,203.75. In accordance with contract terms, JLT Re’s commissions and fees are
considered fully earned when the reinsurance incepts, irrespective of when the premium for the
reinsurance is payable, and it is not refundable in the event of cancellation or early termination.

13. When Sawgrass cancelled its reinsurance upon the transfer of policies? to Heritage
Property & Casualty Insurance Company (“Heritage”), Sawgrass failed to recognize its payable for
the commission owed on the second installment, which has been calculated by JLT Re to be
$566,320.00. The following exhibits to the Christy Affidavit further explain and support the
amount payable by Respondent: Exhibit 5, correspondence from JLT Re, along with Exhibit 1 to
Exhibit 5, which is an excerpt of JLT Re’s standard broker services agreement showing the
commissions and fees are fully earned; and Exhibit 6, the Affidavit of Brian O’Neill, Executive
Vice President, National Catastrophe Practice, JLT Re, verifying the amount due by Respondent to
JLT Re.

14. Since this amount was not reflected in Sawgrass’s March 2018 Quarterly Statement
(Exhibit 3 to Christy Affidavit), surplus as to policyholders is reduced by $566,320.00, making
Sawgrass surplus as to policyholders a negative $36,577.00. Therefore, Sawgrass is in violation of
its surplus requirement and considered insolvent due to its impairment of capital.

15. As part of the first Administrative Supervision Consent Order entered on

? See Exhibit 2 to Virginia Christy Affidavit and the Administrative Supervision Plan Agreement dated September 1,
2017. All of Respondent’s policyholders were offered a replacement policy with Heritage pursuant to the Plan, although
policyholders could decline if they chose.
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August 18, 2017, Respondent was required to notify the Office of all pending litigation. A
list of all such litigation where Respondent was named as a party was provided by
Respondent to the Office on August 25, 2017 (Exhibit 7 to Christy Affidavit). The Office
subsequently discovered a connection between a $218,463.00 receivable noted in
Respondent’s March 2018 Quarterly Statement and a case pending in the United States District

Court, Southern District of New York, Holburn Corporation v. Sawerass Mutual Insurance

Company, Case No. 16-cv-09147 (Exhibit 8 to Christy Affidavit) that did not appear on the
litigation listing provided to the Office. A further search of pending litigation (Exhibits 9 and 10
to Christy Affidavit) showed other cases that either should have been noted on the listing provided
by Respondent to the Office or cases that should have been reported as filed subsequent to the
Administrative Supervision Consent Order. An exhaustive search of other litigation where
Sawgrass is named as a party has not been done by either the Office or the Department.

16. Within the previous 12 months, Respondent has systematically attempted to
compromise with creditors due to its financial disability. Respondent has attempted to compromise
with JLT Re, its reinsurance broker, the Florida Hurricane Catastrophe Fund (“FHCF”), Heritage,
and the Holburn litigant in an effort to reduce or waive amounts contractually owed due to its
declining financial condition.

a) JLT Re contends that Respondent owes $566,320.00 (see Exhibit 6 to Christy Affidavit).
Respondent negotiated a payment plan for the initial reinsurance agreement and
contends at this time that they do not owe this amount. However, as stated in Brian
O’Neill’s Affidavit (Exhibit 6 to Christy Affidavit), Respondent recently contacted JLT
Re and attempted to settle the outstanding debt for $300,000.00.

b) The FHCF contends that Respondent owes $562,378.00 (see correspondence and



invoice attached as Exhibit 11 to Christy Affidavit, and Affidavit of Leonard Schulte,
Director of Legal Analysis and Risk Evaluation of the FHCF, attached as Exhibit 12).
This amount is not accounted for on Respondent’s March 2018 Quarterly Statement. As
stated in Schulte’s Affidavit, Respondent approached the FHCF regarding the liability
and requested the FHCF to accept a reduced amount. The FHCF declined to do so.

¢) Heritage contends that Respondent owes it a minimum of $2.5 million due to reserve
development and several other issues (See Affidavit of Kirk Lusk, Chief Financial
Officer of Heritage, attached as Exhibit 13 to Christy Affidavit). These amounts are not
accounted for on Respondent’s March 2018 Quarterly Statement. Settlement
discussions between Heritage and Respondent have been ongoing and are currently
stalled.

17. The plaintiff in the Holburn case mentioned above contends that it is entitled to
approximately $600,000.00 (see Complaint attached as Exhibit 14 to Christy Affidavit). Respondent
did not account for a $600,000.00 contingent liability on its financial statement but instead included
a receivable of $218,463.00 for the amount already paid to the Plaintiff. The Office states that the
Respondent is currently in settlement discussions in this litigation.

18. Based on the foregoing, the Department has determined that grounds for
Respondent’s liquidation exist under Section 631.051(3), Florida Statutes, in that Respondent
is found by the Department to be in such condition as to render its further transaction of
insurance presently or prospectively hazardous to its creditors, stockholders, or the public. In
addition, Section 631.051(15), Florida Statutes, authorizes the initiation of delinquency
proceedings against an insurer if “[w]ithin the previous 12 months the insurer has
systematically attempted to compromise with creditors on the grounds that it is financially

unable to pay its claims in full.” Due to Respondent’s insolvency and the above-referenced
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business practices, Respondent’s continued operation is presently or prospectively hazardous to
creditors, stockholders, or the public.

19. Section 631.041(1), Florida Statutes, provides that the Department’s
Application for an Order to Show Cause operates as an automatic stay of certain actions.
Notice of the automatic stay should be contained within the Order to Show Cause. However,
the Court Order should provide that regulatory actions against the Respondent by any
regulatory body shall not be stayed. Sections 631.041(3) and 631.041(4), Florida Statutes,
authorize this Court to enter certain injunctions to preserve the remaining assets of Respondent.

20. It is in the best interest of Respondent, its creditors, policyholders (if any), and
the public that the relief requested in this Application be granted.

21. Due to the time-sensitive nature of the filing of this Application and the need to
preserve the remaining assets of SMIC for its creditors, policyholders (if any), the Department
requests that this Court set the appropriate hearing as expeditiously as possible to avoid further
delay.

WHEREFORE, the Florida Department of Financial Services respectfully moves this
Court for an Order:

A. Directing Respondent to appear before this Court on a day certain and show good
cause, if any, as to why the Department should not be appointed Receiver of Respondent for
purposes of liquidation under the provisions of Chapter 631, Florida Statutes.

B. Requiring Respondent to file a written response along with any defenses it may
have to the Department’s allegations no later than twenty (20) days after the service of any Order
to Show Cause issued by this Court and at least fifteen (15) days prior to hearing.

C. Directing that in order to protect the interests of creditors, policyholders (if any),

and the public, generally, pending the adjudication of this matter and to protect and preserve the



assets, books, and records of Respondent pending hearing on the Department’s application pursuant
to section 631.041(3) and section 631.041(4), Florida Statutes, all person, firms, corporations,
associations and Respondent’s affiliates as defined by section 631.001, Florida Statutes, and all
other persons or entities within the jurisdiction of this Court, including but not limited to Respondent
and its officers, directors, stockholders, trustees, members, agents and employees be enjoined and
restrained from removing, destroying or otherwise disposing of any documents, books, records,
including but not limited to electronic records or assets or Respondent (or pertaining to Respondent),
from doing, through acts of commission or omission, or permitting to be done any action which
might waste or otherwise dispose of the books, records, and assets of, or directly or indirectly
relating to, the Respondent; from denying the Department access to the books, records, and assets
of, or directly or indirectly relating to, the Respondent; from in any manner interfering with the
Department or the conduct of these proceedings, from the removal, concealment or other disposition
of the property, books, records, and accounts of, or directly or indirectly relating to, the Respondent;
from commencement or prosecution of any actions against the Respondent, or the obtaining of
preferences, judgments, writs of attachment or execution against Respondent or its property or
assets. However, regulatory actions against Respondent by any regulatory body should not be
stayed or enjoined,;

D. Directing the Department be given authorization to conduct, at its discretion, an
investigation authorized by section 631.391, Florida Statutes, of Respondent and its affiliates, as
defined above, to uncover and make fully available to the Court the true state of Respondent’s
financial affairs. In furtherance of this investigation, Respondent and its parent corporation(s), its
subsidiaries and affiliates should be required to make all books, documents, accounts, records, and
affairs, which either belong to or pertain to the Respondent, wherever located, available for full, free

and unhindered inspection and examination by the Department during normal business hours (8:00



am. to 5:00 p.m.), Monday through Friday, from the date of the Order. This investigation should
include a full and complete examination of any and all reviews, compilations, audits or any other
work of whatever nature performed by any accounting firm to include all work papers, on behalf of,
related to or in any way connected with Respondent, its affiliates and/or Respondent’s corporate
structure and affiliations. Respondent and its affiliates are hereby ordered and enjoined to cooperate
with the Department to the fullest extent required by section 631.391, Florida Statutes. Such
cooperation shall include, but not be limited to, the taking of oral testimony under oath of
Respondent’s officers, directors, managers, trustees, agents, adjusters, employees, or independent
contractors of Respondent, its affiliates, and any other person who possesses any executive authority
over, or who exercises any control over, any segment of the affairs of Respondent in both their
official, representative and individual capacities and the production of all documents that are
calculated to disclose the true state of Respondent’s affairs.

E. Directing that any officer, director, manager, trustee, agent, accountants, adjuster,
employee, or independent contractor of Respondent, and any other person who possesses any
executive authority over, or who exercises any control over, any segment of the affairs of Respondent
to fully cooperate with the Department as required by section 631.391, Florida Statutes, and as set
out in the preceding paragraph.

F. Directing that the failure of Respondent and its affiliates and all other persons or
entities within the jurisdiction of this Court, to cooperate with the Department’s investigations as
required by section 631.391, Florida Statutes, and that failure to comply with any Order to Show

Cause issued by this Court shall result in the immediate entry of an order of liquidation.

G. Giving notice of the automatic stay provisions of section 631.041(1), Florida
Statutes.
H. Directing the officers and directors of Respondent to comply with the provisions of



section 626.9541(1)(w), Florida Statutes; and

L. Granting such other relief as the Court deems appropriate.

AND FURTHER, at hearing or on consent of Respondent, if this Court determines that a
Receiver should be appointed, the Department moves this Court for entry of an Order of
Liquidation. A sample Liquidation Order that the Department may request be entered at the
conclusion of the Show Cause proceedings is attached to this Application as Department’s Exhibit

3,
A
RESPECTFULLY SUBMITTED this \> day of August, 2018.

(el G Ut
Jody E. Cﬁllins}\’Senior Attorney
Florida Bar No. 500445
Email: Jody.Collins@myfloridacfo.com
Florida Department of Financial Services
Division of Rehabilitation and Liquidation
8240 NW 52 Terrace, Suite 102
Miami, Florida 33166
Telephone: (786) 336-1371
Facsimile: (305) 499-2271

Miriam Victorian, Chief Attorney

Florida Bar No. 355471

Miriam. Victorian@myfloridacfo.com
Florida Department of Financial Services
Division of Rehabilitation and Liquidation
2020 Capital Circle, Southeast

Suite 310

Tallahassee, Florida 32301

(850) 413-4408 - Telephone
(850 413-3990 - Facsimile
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FINANCIAL SERVICES
COMMISSION

RICK SCOTT
GOVERNOR

JIMMY PATRONIS

OFFICE OF INSURANCE REGULATION CHIEF FINANCIAL OFFICER

PAM BONDI
ATTORNEY GENERAL

DAVID AL TMAIER ADAM PUTNAM
COMMISSIONER ggrlbc%s&l_ggk OF

August 3, 20138

The Honorable Jimmy Patronis VIA EMAIL
Chief Financial Officer

Department of Financial Services

Plaza Level 11, The Capitol

Tallahassee, FL 32399-0301

Re: Sawgrass Mutual Insurance Company
Dear Chief Financial Officer Patronis:

Please be advised that the Office of Insurance Regulation (hereinafter referred to as the “Office) has
determined that one or more grounds exist for the initiation of delinquency proceedings, pursuant to Chapter
631, Florida Statutes, against Sawgrass Mutual Insurance Company (hereinafter referred to as “Sawgrass™).
Sawgrass is a Florida corporation authorized to transact business as property and casualty insurer in the
state of Florida and licensed in the lines of fire, allied lines, homeowners multi-peril, and other liability. As
specified in Sections 631.051 and 631.061, Florida Statutes, the grounds that permit the Department of
Financial Services (hereinafter referred to as the “Department™) may petition for an order appointing the
Department as receiver and directing it to rehabilitate or liquidate the business of a domestic insurer on the
grounds that Sawgrass:

@) Is impaired or insolvent (§631.051(1), F.S.);
Is or is about to become insolvent (§631.061(1), F.S.);

Sawgrass’s surplus as to policyholders, as filed with the Office was $529,742 as of March 31,
2018. On or about June 1, 2017, Sawgrass negotiated the payment of deposit premium to its
reinsurance broker, JLT Re (North America) Inc. (hereinafter referred to as “JL.T Re”) in two
installments, one due on June 1, 2017, in the amount of $5,171,516.25, which was paid, and
the second installment due on September 30, 2017, in the amount of $4,741,203.75. In
accordance with its contract terms JLT Re’s commissions and fees are considered fully earned
when the reinsurance incepts, irrespective of when the premium for the reinsurance is payable
and is not refundable in the event of cancellation or early termination. On September 1, 2017,
Sawgrass cancelled its reinsurance and failed to recognize its payable for the commission owed
on the second installment, which has been calculated by JLT Re to be $566,319.89. Since this
amount was not reflected in Sawgrass’s first quarter 2018 financial statement, surplus as to
policyholder’s will be reduced by $566,319 making Sawgrass surplus as to policyholders a
negative $36,577. Therefore, the Office finds, for the reasons set forth in the attached
documents, that Sawgrass has insufficient assets to pay all outstanding obligations and is
therefore insolvent.

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

Affirmative Action / Equal Opportunity Employer
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(The Honorzable Jimmy Patronis
August 3, 2018
Page 2
2 Is found by the Office 10 be in such condition or is using or has been subject to such
methods or practices in the conduct of its business, as to render its further transaction
of insurance presently or prospectively hazardous to its creditors and the public

(§631.051(3), F.S.).

Sawgrass was required to provide to the Office a list of any known, pending litigation in
which Sawgrass is named as a party and to immediately notify the Office of any litigation
initiated naming Sawgrass as a party after the execution of the Administrative Supervision
Consent Order. Sawgrass failed to notify the Office of all known pending litigation in
which it is named as a party. Due to the noted failure to properly account for known
liabilities and a full list of known litigation, the Office cannot be assured that all liabilities,
claims, and obligations are accounted for and able to be satisfied rendering Sawgrass’s
further transaction of insurance presently hazardous to its creditors and the public.

3 Within the previous 12 months has systematically attempted to compromise with
creditors on the ground that it is financially unable to pay its claims in full
(§631.051(15), F.S.).

The Office finds, for reasons set forth in the attached documents and affidavits, that
Sawgrass has attempted to compromise with at least the following known creditors, JLT
Re, its reinsurance broker; the Florida Hurricane Catastrophe Fund; Heritage Property and
Casualty Insurance Company; and the Holborm Corporation, in an effort to reduce or waive
amounts contractually owed due to its inability to pay amounts owed in full.

Therefore, the Office is advising the Department of this determination so that delinquency proceedings can
be initiated by the Division of Rehabilitation and Liquidation. The following documents are attached in

support of such determination:

Exhibit A — Affidavit of Virginia Christy, Director, Property & Casualty Financial Oversight, with
Exhibits 1 through 14

The Office stands ready to provide any additional information or assistance the Department may require to
proceed as expeditiously as possible. Thank you for your attention to this matter,

ingerely,

Mer
Commissioner



AFFIDAVIT OF VIRGINIA A. CHRISTY

STATE OF FLORIDA

COUNTY OF LEON

BEFORE ME, the undersigned authority, personally appeared Virginia A. Christy,
Director of Property & Casualty Financial Oversight for the Office of Insurance Regulation, who
after being duly swom, deposes and says:

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

2. I, Virginia A. Christy, currently hold the position as Director of Property &
Casualty Financial Oversight, Florida Office of Insurance Regulation (hereinafter referred to as
the “Office”). I graduatcd from Missouri Southern State College in 1987 with a Bachelor of
Science degree in Business Administration with a major in Accounting. I have been employed by
the Office since July 2012,

3. Sawgrass Mutual Insurance Company (hereinafier referred to as “Sawgrass™) was
licensed on April 7, 2009, as a state of Florida domestic Property and Casualty insurer authorized
to write the following lines of insurance, fire, allied lines, homeowners multi-peril, and other
liability, pursuant to Part 11T of Chapter 624, Florida Statutes. On August 18, 2017, Sawgrass
agreed, pursuant to Consent Order 213241-17-CO, amended by Consent Orders 213367-17-CO
(changing the confidentiality status), 218725-17-CO (extending the period for an additional 120
days), 224715-18-CO (extending the period for an additional 90 days), and 228992-18-CO
(extending thc period for an additional 90 days), (hereinafier referred to collectively as

“Administrative Supervision Consent Order” and attached collectively as Exhibit 1), to be placed
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into Administrative Supervision, pursuant to Part V of Chapter 624, Florida Statutes, for the
purpose of protecting the assets of Sawgrass and protecting the interests of its insureds during the
implementation of an orderly wind-down of the company’s operations. Administrative
Supervision has been extended through October 9, 2018, to facilitate the effectuation of run-off.

4. Sawgrass was formed as a mutual insurance company and is owned by its
policyholders (hereinafter referred to as “members™). The company issued non-assessable policies
and its members had no contingent liabilities. On September 1, 2017, after careful consideration
of the most comprehensive protection for policyholders and being responsive to regulatory
requirements, the Office approved an agreement that effectively transferred Sawgrass’s
policyholders to Heritage Property & Casualty Insurance Company (hereinafter referred to as
“Heritage™). The agreement (attached as Exhibit 2) provided for the assumption by Heritage of
Sawgrass’s policyholder claims. In addition, the Office reviewed the sufficiency of Heritage’s
catastrophe reinsurance program and its capacity to provide coverage to Sawgrass’s insureds.

5. Administrative Supervision has continued to date with unresolved issues
concerning solvency and outstanding liabilities that prevent the Office from finding that adequate
provisions are in place to address Sawgrass’s obligations to the public. The Office has now
determined that grounds exist for the Department of Financial Services (hereinafter referred to as
the “Department”) to petition for an order, under Section 631.051 or 631.061, Florida Statutes,
directing the Department to initiate delinquency proceedings against Sawgrass. The basis for this
determination is summarized as follows:

(a) Pursuant to Section 631.051(1) and 631.061(1). Florida Statutes,
Sawgrass is impaired or insolvent. On May 15, 2018, Sawgrass filed with the Office its first

quarter 2018 Financial Statement (attached as Exhibit 3), showing surplus as to policyholders
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in the amount of $529,742 as of March 31, 2018. Subsequently, on or about June 1, 2017,
Sawgrass negotiated the payment of deposit premium to its reinsurance broker, JLT Re (North
America) Inc. (hereinafter referred to as “JLT Re™) in two installments, one due on June 1,
2017, in the amount of $5,171,516.25, which was paid, and the second installment due on
September 30, 2017, in the amount of $4,741,203.75 (See attached Exhibit 4).

In accordance with their contract terms, JLT Re’s commissions and fees are
considered fully eamed when the reinsurance incepts, irrespective of when the premium for
the reinsurance is payable and is not refundable in the event of cancellation or early termination
(See attached Exhibit 5). Sawgrass cancelled its reinsurance with JLT Re on September 1,
2017, due to Sawgrass transferring of its policies to Heritage. Sawgrass failed to recognize on
its First Quarter 2018 Financial Statement its payable for the commission owed on the second
installment, which has been calculatcd by JLT Re to be $566,319.89. (See attached Exhibit 3
and affidavit of Brian O’Neill, attached Exhibit 6). The commission is stil} due and owing to
JLT Re at the time of this affidavit. (See attached Exhibit 6). As this amount was not reflected
in Sawgrass’s First Quarter 2018 Financial Statement, surplus as to policyholder’s will be
reduced by $566,319 making Sawgrass’s surplus as to policyholders a negative $36,577.
Therefore Sawgrass is in violation of its surplus requirement and considered insolvent due to

its impairment of capital.

®) Pursuant to Section 631.051(3) Sawgrass is in such condition and

has used methods in the conduct of its_business as to render its further transaction of

insurance presentlv hazardous to its creditors and the public. Sawgrass was required as
part of the Administrative Supervision Consent Order (see paragraph 11 of 213241-17-CO,

Exhibit 1) to provide to the Office a list of any known, pending litigation in which Sawgrass
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is named as a party and to immediately notify the Office of any litigation initiated naming
Sawgrass as a party after execution of the Administrative Supervision Consent Order. On
Friday, Aungust 25, 2017, the Office was provided a list of pending litigation where Sawgrass
was named as a party (attached as Exhibit 7). On or about June 25, 2018, the Office determined
a connection between a $218,463 receivable noted in Sawgrass’s First Quarter 2018 Financial
Statement and a pending US District, Southern District of NY court case Holborn Corporation
v. Sawgrass Mutual Insurance Company, case 16-cv-09147 (attached as Exhibit 8). The
existence of this litigation did not appear on the litigation listing provided to the Office. (See
attached Exhibit 7). A local search of pending litigation (attached as Exhibit 9 and Exhibit 10)
showed other cases that either should have been noted on the listing provided by Sawgrass to
the Office or cases that should have been reported as filed subsequent to the Administrative
Supervision Consent Order.

The Office has conducted an initial search of other litigation where Sawgrass is
named as a party. Due to the noted failure to properly account for known liabilities as indicated
in (a) above and the failure to provide a full listing of known litigation the Office, the Office
cannot be assured that all liabilities, claims, and obligations are accounted for and able to be
satisfied, rendering Sawgrass’s further transaction of insurance presently hazardous to its

creditors and the public.

(©) Pursuant to Section 631.051(15), Florida Statutes, Sawgrass has within

the previous 12 months svstematically attcmpted to compromise with creditors on the

ground that it js financially unable to pay it claims in full. During the period of Administrative

Supervision, the Office discovered that within the last 12 months, Sawgrass has attempted to

compromise its debt with JLT Re, the Florida Hurricane Catastrophe Fund, Heritage, and the
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Holbom litigant in an effort to reduce or waive amounts contractually owed due to its declining

financial condition. Sawgrass owes JLT Re, $566,320 (See attached as Exhibit 6). Sawgrass
negotiated a payment plan for the initial reinsurance agreement due to its deteriorating financial
condition and alleges that they do not owe this amount. However, Sawgrass approached JLT Re
and asked if JLT Re would settle the amount owed and release Sawgrass from any further
obligation in exchange for $300,000 (Sce attached Exhibit 6).

Sawgrass owcs the Florida Hurricane Catastrophe Fund (“FHCF™) $562,378 (Sce
attached Exhibit 11). A representative of Sawgrass approached FHFC regarding this liability and
requested that FHFC accept a reduced amount from Sawgrass as full payment (See affidavit of
Leonard Schulte, attached Exhibit 12). The FHFC informed this representative that it would not.

Sawgrass owes Hcritage a minimum of $2.5 million due to a reserve development
and other issues (Scc affidavit of Kirk Lusk, attached Exhibit 13). This amount is also not
accounted for on Sawgrass’s First Quarter 2018 Financial Statement. Sawgrass’s negotiations with
Heritage have been ongoing and are currently stalled.

The plaintiff in the Holbomn casc contends that it is entitled to approximately
$600,000 (See paragraphs 26 and 27 of attached Exhibit 14). Sawgrass did not account for a
$600,000 contingent liability on its First Quarter 2018 Financial Statement, but instead included a
receivable of $218,463 for the amount already paid to the Plaintiff (See attached Exhibit 3).
Sawgrass is currently in settlement discussions, the outcome of which is unknown at this time.

6. Based on the above, Sawgrass is insolvent and poses a financially hazardous
condition and its further transaction of insurance is presently or prospectively hazardous to
creditors and the public. Thus, grounds for issuing an Order for cntry into receivership exist under

Sections 631.051(1), 631.051(3), 631.051(15) and 631.061(1), Florida Statutes.
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FURTHER AFFIANT SAYETH NOT.

=

) j / -
% C{n i /f { :/[(Véj

Vlrglma A Chn Director - / L\\
Property & Casud ty Financial Oversight N
Office of Insurance Regulation

STATE OF FLORIDA
COUNTY OF LEON

T

\.,

The foregoing affidavit was sworn to and subscribed before me this '~ day of j\v %)553

2018, by icodara A Cnrishy

Qe Woree Wordey

(Signature of'the Noteuy)

Ary Yvonne Hardee
NOTARY PUBLIC
STATE OF FLORIDA
ol Commit FF951636

i 2020
Bxpires 3/18/ Arey Yvonne Nocd.ee
(Print, Typc‘ or Stamp Commissioned Name of Notary)

Personally Known \/ OR Produced Identification

Type of Identification Produced

My Commission Expires 8] \ Vg ‘{Q OS¢
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FILED ,

THIS CAUSR oxme s for vonsidarstion wpos seview by the OFFICE OF INBURANCEH

Mg 18 2017
IR ‘
OFFICE OF INSURANCE REJULATION
DAviD ALTUATRE [
Cangrmmis i
IN THE MATTER OF; GABR RO 213241-17-CD !
SAWGRASS MUTUAL INSURANCIU COMIANY CORFIDRNTIAL !
N Pt 1o Seallon
62482, Flarids Siamty ;
i
CONSINT GRIER PO ADMBUSIRATIVR PRRVIIOM i
1
|
i
i
i

RBGULATION (hereinatter roforred 0 68 ihe “OFFICE") of the fnanct! condlion of
SAWQILASE MUTUAL TREURANCE COMPANY (sreinafior refrrod tn s “SAWGBARS™).
After ¢ comylete feyisw of the chtive tecord and upon porelderstion theprof, mi ofberwisz beig
Blly advizsd in tho prem lses, e OFFICH haroby finda &y foflows:
L. Tho ORFICH has jutisdintion avar tha paptes uad sublect matter of fhis action, -
2. BAWGRASS js s doruestie paapicrty visd casumity Ineurer auffiorized to do business ;
bn Plorlaa and aubject o yopulation by the OFICE; puncta lo the Tiouds Lyniranse Colde.
3. The OFPICE bas detrmited thet proimds skst fty BAWGRABA to bo plaood tn

alminfszalve supervislun Br o pirpao of Jug e aevets o SAWORASS upd protooting
i Smtsreate o L Erorods st Ioplenantation 6o sOarty wind-down of the compray's |
cponalions. A poriod of BditindMrative sperwion will poii the OFFICT and SAWGRASS 1

faallliaie Bho fRsiostion of the runolf. ;
4. SAWORABSE havbeer hilly octmorative with (s OFTICR otd aivm o be sikced
anderud ive v brvision and to beeabject Lo (ho provisions af Sostons 424.80-%Y, Peride :

- | EXHIBIT
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Slanies, ne It an order wav issued by the QFFICE, fiv & peried of 120 dayx fram tho date of
exaifion of (s Coneent Qrder. Sich sdministealive suparvizion may by extended i 120 day
inoeuienis of the OFFICH's sole disoretion fhr s lmg 45 it neossswy fie the company &
fupleinenl and eontple(e s wind-dowa plan (“Plun™),

5. BAWQRASY hereby knowingly snd valaisrily weives the reyuiroment of writton
uipe voder Secfion 624.83¢ 1), Flority Statuins, end thureftro agrocs el mry tinelines ovifued
in this Coment Order will be binding, natwitbrtending sy Umeltner prnidod for In Sectivs
62481, Fhorida Bintijtos.

6. BAWGRAYS aball e s Plm with the DITICE by the dose of busdness Féday,
Seesnbar J, 201, The Plae smust inchuds, bid 15 not Elted to By foliowing:

LS A domaosssirdion of BAWGRASS' s mhility to fumd ta operations b mmouns
eulficiont to pay alf policylichder cluf tod prowide fr (b paywent of ofhar Bebiffies s they
beoums due:

b A sbebite-of the-dvtibetion of Yaavealy Uy mnh, ToLy; b0 [folicy
1ypt; and

€. Boch othoricfommssion us the OFFICH pay require.

7. Voot oxeaution of the Coinerd Ordr, BAWGRASS shll cpaee writlng any now

. oisines_ungl &kl provde nailoe f da sppointed apuals thal 9. new, st iy b write

RAWORANY siucl beuss ronevdug hosfoose {a epconkincs wit 2 nan-renewad plan proscisbid by
“the ORRICE,

8. BAWARASS shull obtalo prior weldew comtont fromi e OFFICE bofms

ing any ofthe sciivitic 8 in Bootivn 624,83, Florida Bintstss.
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9. BAWGRASY sholl oot enler into say new, or kmeud noy oxlsling, agrovenis whi
sy allliate), #s Sefinead in Sestion 630111, Florids Swtutes, witkool prier writen camscant
ol the OFFICH.

10 BAWGANS sball non wanie arsofs or expend Sunds in encess of $50,000, olher
than L tha edivary couren pTbishness, withou! fiie prior wrilien conseot of the OFRICE. i, afler
spgroval of » tremenction ovey $10,000 har boon granted by tye OFFICE, the ORPICE bootsos
wware of addidons! feeis or < that affoet quch gpproval, te QFFICE

rorrves the tight o requins nch comective atlio o5 K mey deem nocesrary of wlvissble,
Truowactions v ¢ ardinery cowse of bisinoss abad Incla, Wnd 5ot be limited 1o, poyeat of
cletrs, SAWARASE nevd pot vhiain priar written approvel fr payment of uinbns aver the ensount
of $10,000; howevar, the OFFICH iy suruspocthvely review sach pyymenix.
1L Withis five business dos of exeomtion uf thix Consent Order, SAWORASS shalt
provide » )il of any kuown, pendiog ligetion tn which SAWGRASS i named us & party.
BAWGRASR ngrear for inmediolely: notify- i OPFICE of-amy Litigeticar Mttt inthg
SAWGRASE 65 & patty sfor sxseutian of Gt Capgead Ordey,
12, . TheOFPICE may appolaia Deputy Supervisarpursacits b Seclion 62457, Fiatidy
Bruhatee. Such Deputy Supervisor sball sepresent fie OFFICK end skal be uader the eonlyol of
MeOrEICH
{3, SAWCRASE il bo dhlc Br adimisistadive Rpordsian expeass porsoant

1o fovtion 624,87, Vivida Biutirws, BAWORAES sball reimbare e OFFICE for eny réasonabie
exgonesy of Buparvision snd Wil ppy directly af] ncinding any Deputy Supervin
misiicd by be-GFFICE, for sasistencs whti the sdminisratve sopocvision. Suah rdmbmmement
8t} bo mude biwoldy m g ofturwlis dirvoted Yy the OFFICE.
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M. SAWORASS agrocs thet the OFFICE amd the Degaritnens of Fluaidal Services
(erelnutvez reforred 1o 88 the YD 1" 1moy havo exemines, ex uther dogi preseal nt e

s of SAWGRASS o supsrvine sufivities, oblsin indeporutent boformaos, verlfy
tanmetions, verily tie conditinns ead statos of SAWGORASS sl ils propeass in devcloping sd
connplying with itx Plais, und perform my olber dirly us doslgnried. by the OFFICE, SAWGRANS
thall eonpermte wifh ud faciitute ihe presemce md work of such examirs or desighecs.

15, Adrodvitrative supoyvison i conlidentisf an proviced in Sexion 624,82, Plorida
Sintaton, wnteax stherwivo specificd within that Sevtion. The OPKICH roserves the tght o make
thls Admintsinive Supervision, foetuding this Conmoot Onles, pudlic pursyant to Sootion
624 82(4), Piorida Btandes.

16, BAWCORASS gyroos sod offievs thiet s fulmrmath beulees lmath

represardations, wid dosuments provided 1o e DFIICH is eonvection with fits netter, inoluding
ull sttachmyeids énd nugplemene thereto, hre (rug smt coveat ymd Fratarial s We jeo ot of tiy
Cangént Cloy.

17, bhould BAWGRASS fuil fo coemply with any peovlion of this coecnt order,
SAWGRASS conaauts to fho titry of an Usor sppuinting (e Depariment m Recoéver and
acknowledges Ut the Dapartmant tnay apply 16 te Gt fur an Order of Rehahilitation or

... oquidation, of the sole digoretion of o Deparimant, an (e basis it RAWORASS hat eoospnied

o fhe entsy of sach a0 Ocder, SAWGRASS further ugrres tt the Deparivnent ehsl have tho kole
&aoretlon to efornine wheler SAWQRASS shatl s plased io rebsbliitntion of liguidation, Tu
1he verd that the Deparimen initlalfy otleins an Ordee apporatlag 3 0s Recalver of SAWCRASS
for puposs of Rebabillwdion, SAWORASS foyther nonieats o the Doporireent obinkaing »
suheguent Gider sppointiag the Department as Racevar for o purposcs of 1dquidstion, dhould
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Uie Deparineny, nt 4wy dme snd In fis sole discretion, Lne thyl Kehwhilitaiion of R di

B a0t fousia.

1. SAWGRASS rxproesty waives ils rights t & hearing i fhis masics, the nwking of
Shadings of it mid conclucinns of lew by te GYFICH, and alt further and nther prosscdings
Dertdo 10 which Jiamay o entided By Jaw o niles of the OFFICE, BAWGTRABS hereby krowingly
wnd viduntadly waives sii righls te ehallengs or conted this Congent Order in pary forain now or

do the Hrtuse evuiislde o it, inctuding s rin\lik.ln Wiy wdministrotive p ding. start or feders]
coint awdian, or vy appoal.

9. SAWGHASS soknowledges ton the cxocution of tlis Copsent Order dnes poy
pmhidi ofbec pdmiistative sction wwn the Contiflatt of Asibarity of SAWGRASS doemed
mpprepfitic by e OFFICS v woondoee the Plosida ursnce Oode or will Sections
120.569(2)) and 120.60(0), Varida Siahui,

0. SAWGRASE pgrees that if the OFPICK expoivds madt tlms o fuoda becasas Eorier
froceedings oo required 10 onforne the tams of ‘fis' Consent Onler, or B sdininkstraivg
procectingt exy foitisied by SAWGRASS regrding fhls adminivirstive, suparvision nod the
OFFICE preveils b vucds mroceedings, SAWGRASS shall relmburas ihe OFFICE for L

tiorney's Taoa nd roste, Othermist, cach purty fo thin Crmatsy-Ordior ehal? brat H own eaelp gnd

< MIIRY RO e s s et e s e e o e e e
23, Anyprior Oadu(s) of the OFFICE, or Colpeni (rdey(8) of ammentive et plans)
thet SAWORASS hoe enteed Into wilh the OFFICE prior to o issuenée of it Conserd Order,
shall apply ad remuin in fll forve eod offoct for SAWORASS ueless incorsivtiat with this

Consent Onder.
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22 Auydsodlines vet Porth n i Cansent Qirder mey bo exiznded by st pprova)
of the OFFICE. Approval of my deadlime oxioion Is subject (o sietrtory sud sdmininirglive
repulabion itnvitativhs,

B, SAWCGRASS agrozs thut jt has entesed s this Congort Ordey volunterity, withous
corcion foin te OFFICE, or iny sgenl emplayse, ar dexguce of the OFFXCE, aod theg
SAWGRABS hst obtained begad pamsal from s atiome(s) prior to ealering fatu this Consent
Oxdor,

26, The puriles sgrec et this Conpent Ordes shal) bo docmod da bo sxccotod when the
OFFICE has signed mad docketed s copy of thiv Consent Order beasing ths sinatur of
SAWURAES of it anthorized i vithstanding @he fhot than the copy may have

Toen oemivizd - tho OFFICH alsetsonjoally, Purthar, BAWORABS agroes thet Hs algnature, s
aftixad 1o Uiz Comaont Grder, wball bewnder o seal o a Notary Publio,

WHEREFORE, the agrooment betwom ' SAWGBASS MUTUAL INSURANCR
COMPANY ond the OFFICE, tho \ormu wad contitions of whimh am sot futth shove, by
APPROVED, FURTHER, ali leetis 2nd eonditions contained bovein t plios SAWGRASS

MUTUAL INSURANCE COMPANY in udintcintriive mugervieion are bersby ORDERED.
mﬂnmqnpmﬁﬂuynr_gﬁ#mm
L E o

vid Altmaje, dnsiomer
Offios of Inmwrenos Begulaticy
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By cootutlop horool, BAWQRASS MUTUAL INSURANCE COMBANY mmsonts (o
eary of this Gumsent Order, egroes without reervsiion to 1] of tha shove ryns aud conditions,
6 ¢l be beund by all provisions herein. The nodersignod roproscuts that beshe hes the
suthority 1o bind EAWGRASE MUTUAL TNEUR AN COMPANY sa e denuy and conditions
of thin Consent Qrier, The usudersigned alwo contlfios tha Jrefitse ks prwhied e akgisior holow
vobuntnrity and willont comrclon, bassd upoa the assislance of [égal aume M SAWORASY
MUTUAL WRSURARCE COMPANY,

SAWGRASS MUTUAL INSURANCT COMPANY
L Sl o
%L;g%ﬁ:f; N

ICorporase Scalf Namo: ; Y pse ! Q*P{Z/Aa.{_ﬂ e
(Plerse type or prin

T < P
Dnte: _____K‘_“_f_&}_g' JE

stareor_floeib a

ooUNTY Ov_ BROWALS

The forcgolig offidavii wia swor to aid wubwpied before s hig ﬁw OIM 003,

by Danses Diksl .  Cler BXECevE! Ee)
(Hamie of pemon) (Typeofouihedly., eg oftor, wuate wicrrey i fact)

tor TIgRIRS Lorign MEiRanE Gt R
T {Cubtipaniy name) -

- [

%, - v
P R

Fenenally Krows 1 OR Produeed Identlostion,___ A

Typs obidatification produced____ A B
My Commianton Fxpires 3/n frozo
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COPTES FLHUSIITED YO:

DAN OREAL, CU0

Sxosgrass Mutua losurancy Comjrnary
1, Box 550310

Devie, IFlosidn 33355

LMk Doneslfmupmamutnioon

DAVID A, YON, T5Q.
Law Firm

361 South Brosough Birent

Suite

a0
Tattahassee, PL 3230}
B-Mudl: dpvi i)

NYIRGINIA CRNSTY, DIRNLTOIL
Broperty & Casstally Phiswls) Dveriglit
20 Vlawd Geinks Srat

TBshamas, Flords 32359

BeMdalh: ylrginis chtinyeRRsic.com

ALYEGA 8. LATHROF, ARSISTANT GENER AT, COUNSPI.

Peekiin Offia of Inepeance Rogulation
200 Exst Gainey Sirect

Taliwtercse, ¥L. 31399

Tekephuno: (358} 4134213

Faosimulle: (850) ¥22-2543

J-MAlk, i
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;;F"-ED

AUG 22 2017
OFFIGE OF

N
' :;"ch w%mn

OFFICE OF INSURANCE REGULATION

DAVID ALTMAIER
COMMISSIONIER

IN THE MATTER OF: CASE NO.: 213367-17-CO

SAWGRASS MUTUAL INSURANCE COMPANY

AMENDED
CONSENT QRDER FOR ADMINISTRATIVE SUPERVISION

THIS CAUSE came on for consideration upon notification to OFFICE OF INSURANCE
REGULATION (hereinafter referred to as the “OFFICE”) by SAWGRASS MUTUAL
INSURANCE COMPANY (hereinafter referred to as “SAWGRASS”) of a change in
circumstances since the entry of the Consent Order for Administrative Supervision entered on
Aupust 18,.2017, in case number.213241.17-CO (hereinafter. referred -to as “Administrative . .
Supervision Consent Order,” attached as Exhibit A, and hereby incorporated by reference). After ‘
a complete review of the entire record and upon consideration thereof, and otherwise being fully
advised in the premises, the OFFICE hereby finds es follows:

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

2. On August 18,2017, SAWGRASS and the OFFICE entered into the Administrative
Supervision Consent Order.

3. The Administrative Supervision Consent Order provided that this Administrative
Supervision, including the Administrative Supervision Consent Order, is confidential pursuant to

Section 624.82, Florida Statutes, but that the “OFFICE reserves the right to make this
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Administrative Supervision, including this Consent Order, public pursuant to Section 624.82(4),
Florida Statutes.”

4, SAWGRASS has notified the OFFICE that the plan for orderly wind-down of the
company’s operations that SAWGRASS had contemplated when entering into the Administrative
Supervision Consent Order is no longer feasible.

5. Accordingly, the OFFICE has determined that this Administrative Supervision,
includihg the Administrative Supervision Consent Order, as amended herein, should be made
public in order to facilitate the consideration of other plans for the orderly transition of
SAWGRASS's business.

6. Therefore, paragraph fifteen (15) of the Administrative Supervision Consent Order
is hereby replaced with the following:

15. Administrative supervision is confidential as provided in
Section 624.82, Florida Statutes, unless otherwise specified within that
Scct’i’o‘n.’ Section “624.82(4), Florida Statutes, provides that the OFFICE
“may open the procecdings or hearings or make public the notices,
correspondence, reports, records, or other information ifthe [OFFICE] finds
that it is in the best interest of the public, the insurer in supervision, or its
insureds.” The OFFICE finds, and SAWGRASS agrees, that it is in the best
interest of its policyholders and the public to make this Consent Order
public pursuant to Section 624.82(4), Florida Statutes. This finding does
not affect the confidentiality of any other orders, natices, correspondence,

reports, records, or other information in the possession of the OFFICE
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relating to the administrative supervision of SAWGRASS pursuant to
Section 624.82(1), Florida Statutes.

7. The parties agree that all other terms and conditions of the Administrative
Supervision Consent Order remain unchanged by this Amended Consent Order and remain in full
force and effect,

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

9. SAWGRASS 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 entitled by law or rules of the OF FICE. SAWGRASS hereby knowingly
and voluntarily waives all rights to challenge or contest this Amended Consent Order in any forum
now or in the future available to it, including the rights to any administrative proceeding, state or
federal court action, or any appeal.

10.  SAWGRASS agrees that it has entered into this Amended Consent Order
voluntarily, without coercion from the OFFICE, or any agent, employee, or designee of the
QOFFICE, and that SAWGRASS has obtained legal counsel from its attorney(s) prior to entering
into this Amended Consent Order.

1. The parties agree that this Amended Consent Order shall be deemed to be executed
when the OFFICE has signed and docketed a copy of this Amended Consent Order bearing the

signature of SAWGRASS or jts authorized representative, notwithstanding the fact that the copy
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may have been transmitted to the OFFICE clectronically. Further, SAWGRASS agrees that its
signature, as affixed to this Amended Consent Order, shall be under the seal of a Notary Public,
WHEREFORE, the agreement between SAWGRASS MUTUAL INSURANCE
COMPANY and the OFFICE OF INSURANCE REGULATION, the terms and conditions of
which are set forth abave, is APPROVED, and paragraph fifieen (15) of the Consent Order for
Administrative Supervision entered on August 18,2017, in case number 213241-17-CO, is hereby

modified as set forth above.

wd
DONE and ORDERED this_ {4 day ofwju?@;éw_, 2017,

QI«U vol /%57211@}

David Altmaier, Commissioner
Office of Insurance Regulation
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By szecution hereof, SAWGRASS MUTUAL INSURANCE COMPANY camsints to
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COPIES FURNIBHED TO:

DAN O'NEAL, CBO.

Sawgress Mutsel Tnsurinee Gompany
P:0, Box 550210

Davio, Plorlda3335%

E-Mail:

DAVID A. YON; ESQ.

ey Lyw Firm
301 Scuth Bronough Street
Suie 200
Tallabsesses, FL 32301
E-Myi; dpyid@mdsylew.com

vmonﬁgamrsw DIREI:TUR
Property & Crzuelty Finamsiel Ovierss:
zmnmﬁninusget ! hal
Tellabasses, Plorida 32359

E-Maik: viftniachs ot
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FILED

DEC 18 2017
OFFICE OF
OFFICE OF INSURANCE REGUL_A’I'IONMI’L RE <
DAVID ALTMAIER '
Cc_)ummlounn
IN THE MATTER OF: CASE NO.: 218725-17-CO

SAWGRASS MUTUAL INSURANCE COMPANY
/

. CONSENT ORDER EXTENDING PERIOD OF ADMINISTRATIVE SUPERVISION

" THIS CAUSE came on for consideration upon review by the OFFICE OF INSURANCE

REGULATION (hereinafter refemred to as the “OFFICE") .of the financial condition of
SAWGRASS MUTUAL INSURANCE COMPANY (hereinafter referred to as “SAWGRASS™),
After a complete review of the entire record and upon consideration thereof, and otherwise being
fully advised in the pren;ises, the OFFICE hereby finds as follows:

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

2, The OFFICE and SAWGRASS entered into Consent Order 213241-17-CO on
August 18, 2017, and entered into an Amended Consent Ordet 213367-17-CO on August 22,2017
(attached as Exhibit “1” and hercby incorporated by reference). Under the terms of that Consent
Order and Amended Consent Order, SAWGRASS was placed in administrative supervision for a
period of one hundred twenty (120) days from the date of execution of the Consent Order,

. Administrative supervision of SAWGRASS is currently set to expire on December
16,2017, ,

4, Paragraph four (4) of Consent Order 213241-17-CO states as follows:

SAWGRASS has been fully cooperative with the OFFICE and agrees to be placed
under administrative supervision and to be subject to the provisions of Sections

624,80-.87, Florida Statutes, as if an order were issued by the OFFICE, for a period
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of 120 days from the date of execution of this Consent Order. Such administrative
supetvision may b 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™).
S. As of the date of this Consent Order, conditions justifying administrative
supervision exist that necessitate an exténsion of the petiod of administrative supervision.
WHEREFORE, because the OFFICE has determined that conditions justifying continued
administrative supervision exist, the administrative supervision of SAWGRASS 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
213241-17-CO and Amended Consent Order 213367-17-CO remain unchanged by this Consent
Order.
FURTHER, all terms and conditions contained herein are hereby ORDERED.

DONE and ORDERED ﬂ;is _ / 3 day of December, 2017.

Dot Attormt
* /David Altmaier, Commissioner
Office of Insurance Regulation
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By ‘exeoution hereof, SAWGRASS MUTUAL INSURANCE COMPANY consentts 10
entyy of this Consent Onder, pgrocs without reeervation t ell of the above terms and conditions,
and skl be bownd by sl povisions herein. The undersigned rep that bedshe han the
mthority t bind SAWGRASS MUTUAL RNSURANCE COMPANY 10 the terms and conditions
of this Cansent Order. The undersigntd also omtifies that he/abe has provided the signature below

huwterily and withogt jon, based upon the essistance of legal counse! for SAWGRASS
MUTUAL INSURANCE COMPANY,
*. SAWGRASS MUTUAL INSUBANCE CUsfPANY
o
‘ux‘a.k“uv,}:._ o2 ‘/._’__, [
(Corpomte Scaf] Nomo:  \Symar's] DA/
(Ploase typs of print)

, Due /2oydes
STATE op__&u&_‘
county oF Papwa]

mlasmingﬁdavhwmmmdwbmibedemtbisﬁseyufDmbmzoﬂ,
, N2 N
w_‘!)aw ',j,,?, o 4

LN Ve NN« X7 o e
ame of pecsord) (typormmey.,.u,ﬁi%?x.‘mmhm

Perscnally xmwn_L OR Produced tdeotificatios_
Type of entifoation produced __ 4060F)
My Conmoission Bxpires \5_ ”,/;_MM N
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VIRGINIA CHRISTY, DIRECTOR
Property & Cepuslty Financisl Qveraight
Flarida Offios of Bsuranve Regulation
200 Brst Galnes Birost
Tellehessee, Florlds 32399

BMedl: virgioiachrinv@ici

"MATTHEW A. SIRMANS, ASGISTANT GENERAY. COUNSEL
Fodda Offics of surance Regulption

200 Bast Qalnes Street

‘Tellahassee, FL 32399

Telephone: (850) 413-4262

Frosimile: (§50) 922-2543
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FILED

APR 12 2018
OFFICE OF
OFFICE OF INSURANCE REGULATION
DAVID ALTMAIER
COMMISSIONER
IN THE MATTER OF: CASE NO.: 224715-18-CO

SAWGRASS MUTUAL INSURANCE COMPANY
/

SECOND CONSENT ORDER EXTENDING PERIOD OF ADMINISTRATIVE
SUPERVISION

THIS CAUSE came on for consideration upon review by the OFFICE OF INSURANCE

REGULATION (hereinafter referred to as the “OFFICE”) of the financial condition of
SAWGRASS MUTUAL INSURANCE COMPANY (hereinafter referred to as “SAWGRASS”),
After a complete review of the entire record and upon consideration thereof, and otherwise being
fully advised in the premiscs, thc OFFICE hereby finds as follows:

L. The OFFICE has jurisdiction over the parties and subject>matter of this action,

2, The OFFICE and SAWGRASS entered into Consent Order 213241-17-CO on
August 18, 2017, and entered into Amended Consent Order 213367-17-CO on Avgust 22, 2017
(attached as Exhibit “1” and hereby incorporated by reference and hereinafter collectively rcfe&ed
to as “Consent to Administrative Supervision”). SAWGRASS was placed in administrative
supervision for a period of 120 days from the date of execution of Consent Order 213241-17-CO.

3. The OFFICE and SAWGRASS entered into a Consent Order Extending Period of
Administrative Supervision 218725-17-CO on December 13, 2017 (attached as Exhibit *2” and
hereby incorporated by reference), extending the period of administrative supervision for an

additional 120 days from the date of execution of that Consent Qrder,
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4, Administrative supervision of SAWGRASS is currently set to expire on April 12,
2018.

5. Paragraph 4 of Consent Order 213241-17-CO states as follows:

SAWGRASS has been fully cooperative with the OFFICE and
agrees to be placed under administrative supervision and to be
subject to the provisions of Sections 624.80-.87, Florida Statutes, as
if an order were issued by the OFFICE, for & period of 120 days
from the date 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™).

6. Section 624.81(8), Florida Statutes, provides that the OFFICE “may extend the
supervision in increments of 60 days or longer...if conditions justifying supervision exist.”

7. As of the date of this Consent Order, conditions justifying administrative
supervision exist that necessitate an extension of the period of administrative supervision.

8. SAWGRASS hereby consents to having the period of administrative supervision
extended for an additional period of 90 days.

9, SAWGRASS expressly waives 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 entitled by law or rules of the OFFICE. SAWGRASS hereby knowingly and voluntarily
waives all rights to challenge or to contest this Consent Order in any forum availsble to it, now or
in the future, including the right to any administrative proceeding, state or federal court action, or
any appeal.

10.  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 the
authorized representative of SAWGRASS, notwithstanding the fact that the copy may have been

transmitted to the OFFICE electronically. Further, SAWGRASS agrees thet the signature of its
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authorized representative as affixed to this Consent Order shall be under the seal of a Notary
Public,

WHEREFORE, because the OFFICE has determined that conditions justifying continued
administrative supetvision exist, the administrative supervision of SAWGRASS is hercby
extended for an additional 90 days from the date of execution of this Consent Order. All terms
and conditions contained herein are hereby ORDERED, and ali other provisions of the Consent to
Administrative Supervision remain nnchanged by this Consent Order.

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

DONE and ORDERED this /g% _day of April, 2018,

s %fﬂ%ﬂu“&f

/Savid Alunaier,/Commissioner
Office of Insurance Regulation
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By execution bereof, SAWGRASS MUTUAL INSURANCE COMPANY consents to
entry of this Cansent Order, agrees without reservation fo all of the above terms and conditions,
and shall be bound by all provisions hersin. The undersigned represents that he or she has the
authority to bind SAWGRASS MUTUAL INSURANCE COMPANY to the terms and conditions
of this Consent Order. The undersigned also certifies that he or she has provided the signature
below voluntarily and without coercior, based upon the assistance of legal counsel for
SAWGRASS MUTUAL INSURANCE COMPANY.

SAWGRASS MUTUAL INSURANCE C ANY
By;

. S
”
[Corporate Seal] Nam@ aniz/ 0'/%» /

(Please type or print)

Tite: < S
' Date: __ %/ -/8— /12
STATE OF [ppictn
COUNTY OF "R e, e
The foregoing affidavit was swom to and subscribed before me this {Lday of April, 2018,
by Damel Ope. = of T (C.go.)

{Name of person) (Type of authority....c.g. officer, trusfee atiomey in fact)

for_Ssoiess MerdiadTnqu@ne Co p pprae>

(Company name)

SEI%, DRI WORRIOSRY (Signature of notary) &) 7
ey, v

o MY COMMISSION £ 56 063028 ‘

;&% FXPIRR May 3, 20 *‘D“G\B Q) me(c;{

oo boncod ety ot (B Type, or Stamp Commissioned Name of Notary)

OR Produced ldentification v

Type of identification produced __ £ . DR \WUE ke -
My Commission Expires__ ‘> « 2+ 20Z )

Personally Known
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COPIES FURNISHED TO:

DAN O’NEAL, CEO

Sawgrass Mutual Insurance Company
P.O.Box 550310

Davie, Florida 33355

E-Mail: Doneal@saws rassmutual.com

DAVID A. YON, ESQ.
Radey Law Firm

301 South Bronough Street
Suite 200

Tallahasses, FL 32301

E-Muil: david@radeylaw.com

VIRGINIA CHRISTY, DIRECTOR
Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
200 East Gaines Street

Tallahassee, Florida 32399

E-Mail: virginia.christyi@floir.com

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

200 East Gaines Street

Tallahassee, FL 32399

Telephone: (850) 413-4292

Facsimile: (850) 922-2543

E-Mail: matt.sitmang@floir.com
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JUL 11 2618
OFFICE OF
Dockated by; S

OFFICE OF INSURANCE REGULATION

DAVID ALTMAJER
COMMISSIONER

IN THE MATTER QF: CASE NO.: 228992-18-CO

SAWGRASS MUTUAL INSURANCE COMPANY
/

THIRD CONSENT ORDER EXTENDING PERIOD OF ADMINISTRATIVE SUPERVISION

THIS CAUSE came on for consideration upon review by the OFFICE OF INSURANCE
REGULATION (hereinafter referred to as the “OFFICE”) of the financial condition of
SAWGRASS MUTUAL INSURANCE COMPANY (hcreinafter referred to as “SAWGRASS”).
After a complete review of the entire record and upon consideration thereof, and otherwise being
tully 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 SAWGRASS entered into Consent Order 213241-17-CQ on
August 18, 2017, and entered into Amended Consent Order 213367-17-CO on August 22, 2017
(attached as Exhibit “1” and hereby incorporated by reference and hereinafter collectively referred
to as “Consent to Administrative Supervision”). SAWGRASS was placed in administrative
supervision for a period of 120 days from the date of execution of Consent Order 213241-17-CO.

3. The OFFICE and SAWGRASS entered into a Consent Order Extending Period of
Administrative Supervision 218725-17-CO on December 13, 2017 (attached as Exhibit “2” and
hereby incorporated by reference), extending the period of administrative supervision for an

additional 120 days from the date of execution of that Consent Order,
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4, The Office and SAWGRASS entered into a Consent Order Extending Period of
Administration Supervision 224715-18-CO on April 12, 2018 (Attached as Exhibit “3” and hereby
incorpotated by reference), extending the petiod of administration supervision for an additional 90
days from the date of execution of that Consent Order.

5. Administrative supervision of SAWGRASS is currently set to expire on July 11,
2018.

6. Paragraph 4 of Consent Order 21324 [-17-CO states as follows:

SAWGRASS has been fully cooperative with the OFFICE and
agrees to be placed under administrative supervision and to be
subject to the provisions of Sections 624.80-.87, Florida Statutes, as
if an order were issued by the OFFICE, for a period of 120 days
from the date 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™).

7. Section 624.81(8), Florida Statutes, provides that the OFFICE “may extend the
supervision in increments of 60 days or longer...if conditions justifying supervision exist.”

8. As of the date of this Consent Order, conditions justifying administrative
supervision exist that necessitate an extension of the period of administrative supervision.

9. SAWGRASS hereby consents to having the period of administrative supervision
extended for an additional period of 90 days.

10.  SAWGRASS agrees to provide, within 45 days of execution of this Consent Order,
evidence sufficient for the OFFICE to conclude that provisions are adequate for the satisfaction of
SAWGRASS’s obligations to both policyholders and the public.

11. SAWGRASS expressly waives 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 entitled by law or rufes of the OFFICE. SAWGRASS hereby knowingly and voluntarily
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waives all rights to challenge or to contest this Consent Order in any forum avaitable to it, now or
in the future, including the right to any administrative proceeding, state or federal court action, or
any appeal.

12. The parties agree that this Consent Order shall be deemed 1o be executed when the
OFFICE has signed and docketed a copy of this Consent Order bearing the signature of the
authorized representative of SAWGRASS, notwithstanding the fact that the copy may have been
transmitted to the OFFICE electronically. Further, SAWGRASS agrees that the signature of its
authorized representative as affixed to this Consent Order shall be under the seal of a Notary
Public.

WHEREFORE, because the OFFICE has determined that conditions justifying continued
administrative supervision exist, the administrative supervision of SAWGRASS is hereby
extended for an additional 90 days from the date of execution of this Consent Order. All terms
and conditions contained herein are hereby ORDERED, and al! other provisions of the Consent to
Administrative Supervision remain unchanged by this Consent Order.

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

A
DONE and ORDERED this | |~ day of July , 2018,

PN -
i)  f ‘
j,/{wt/fy( : ’93 et A

David Altmaier, Commissioner
Office of Insurance Regulation
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By exccution hercof, SAWGRASS MUTUAL INSURANCE COMPANY consents 1o
entry of this Consent Order, agrees withuut reservation to all of the above terms and conditions.
and shall be bound hy all provisions herein, The undersigned represents that he or she Hay the
authority to bind SAWGRASS MUTUAL INSURANCE COMPANY 1o the terms and conditions
of this Consent Order. The undersigned also certifies that he or she hay provided the signatute
below voluntarily and without coercion, hased upon the assislance of legal counsel for
SAWGRASS MUTUAI INSURANCE COMPANY,

SAWGRASS MUTUAL INSURANCE COMPANY

[Corporate Sealj Name: | J\ wor [fv‘(é}f/m o
(Please type or print)
Title €& &
Due Pepifi
STATE OF
COUNTY OF

The foregoing affidavit was sworn to and subscribed betore me this _day of 2018,

by Y e e e e e,
(Name of person) (Type of authordy...e.x. officer. trustee attorney in fact)

(Company namu)
{Stgnature of noiary)
(Print. Typc. or Stamp € amumissioned Name of Notary)

Personslly Known QR Produced Identificaton
Type of identification produced

My Comimission Expires
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COPIES FURNISHED TO:

DAN O’'NEAL, CEOQ

Sawgrass Mutual Insurance Company
P.O. Box 550310

Davie, Florida 33355

DAVID A. YON, ESQ.
Radey Law Firm

301 South Bronough Street
Suite 200

Tallahassee, FI. 32301
E-Mail: david/radeviaw.com

VIRGINIA CHRISTY, DIRECTOR
Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
200 East Gaines Street

Tallahassee, Florida 32399

E-Mail: yirginia.christ: ¢ floir.com

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

200 East Gaines Street

Tallahassee, FL. 32399

Telephone: (850) 413-4292

Facsimile: (850) 922-2543
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OFFICE OF INSURANCE REGULATION
DAVID ALTMAIER
COMMISSIONER
IN THE MATTER OF: CASE NO.: 213907-17-CO
SAWGRASS MUTUAL INSURANCE COMPANY
/
CONSENT ORDER

THIS CAUSE came on for consideration upon the filing by SAWGRASS MUTUAL
INSURANCE COMPANY (hereinafter referred to as “SAWGRASS™) of an Administrative
Supervision Plan Agreement (hereinafter referred to as the “Agreement”) for approval by the OFFICE
OF INSURANCE REGULATION (heteinafter referred to as “OF FICE”). The Agreement protects
SAWGRASS’s policyholders and facilitates the winding down of SAWGRASS'’s business by, anong
other things, effectively transferring SAWGRASS's policies to HERITAGE PROPERTY &
CASUALTY INSURANCE COMPANY (hereinafter referred to as “HERITAGE™) and providing for
the assumption by HERITAGE of SAWGRASS’s claims. Afier 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 the subject matter of this proceeding,

2. SAWGRASS and HERITAGE are domestic property and casualty insurers authorized
to transact insurance business in the state of Floride pursuant to Certificates of Authority issued by

the OFFICE pursuant to Chapter 624, Part 111, Florida Statutes.
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3. On August 18, 2017, the OFFICE issued a Consent Order for Administrative
Supervision (hereinafter “Supervision Order”), in case number 21324]-1 7-CO, in which
SAWGRASS agreed to be placed in administrative supervision for the purpose of protecting the assets
of SAWGRASS and protecting the interests of its insureds during the implementation of an orderly
wind-down of SAWGRASS’s operations. Pursuant to the Supervision Order, SAWGRASS had unti}
the close of business on Friday, September 1, 2017, to file a plan for the orderly transfer of its policies
with the OFFICE. The Agreement filed by SAWGRASS with the OFFICE constitutes the plan
required by the Supervision Order.

4. On or about August 21, 2017, Demotech, 2 financial stability rating agency,
downgraded SAWGRASS from an “A” rating to an “L” rating, thereby resulting in the possibility
that SAWGRASS’s policies will no longer be acceptable to its policyholders’ mortgage companies,

5. On August 22, 2017, due to a change in circumstances following the entry of the
Supervision Order, the OFFICE issued an Amended Consent Order for Administrative Supervision,
in case number 213367-17-CO, which amended the Supervision Order to make it public, pursuant to
Section 624.82(4), Florida Statutes. All other terms of the Supervision Order remained unchanged
and remained in full force and effect.

6. SAWGRASS received and cvaluated various proposals for the orderly transition of its
business and determined that the HERITAGE proposal was the most viable plan best suited to protect
SAWGRASS’s policyholders.

7. Pursuant to the Agreement, all of SAWGRASS's policies will be canceled effective
September 1, 2017, and replaced with short-term replacement policies issued by HERITAGE
(hereinafter referred to as “Replacement Policies” or “Replacement Policy”), effective September 1,

2017.
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8. SAWGRASS and HERITAGE have entered into, and filed with the OFFICE, the
Agreement, in which SAWGRASS agrees to issue cancellation notices to al} of its policyholders and
transfer the corresponding unearned premium to HERITAGE. HERITAGE agrees 1o issue coverage
to all SAWGRASS policyholders for the unexpired portion of the SAWGRASS policy term,
HERITAGE also agrees to assume Kability for all SAWGRASS policy claims incurred prior to
September 1, 2017. A copy of this agreement is attached hereto as Exhibit A, |

9. Pursuant to Section 627.4133(2)(c), Florida Statutes, if an insurer fails to provide the
notice required under that subsection, “the coverage provided to the named insured shall remain in
effect until the effective date of replacement coverage or until the expiration of a period of days after
the notice is given equal to the required notice period, whichever occurs first.” Additionally, under
Section 627.4133(2)(c), Florida Statutes, the premium shall remain the same during the period of
extension of coverage.

10. Although SAWGRASS is not providing the statutorily required notice of policy
cancellation, the effective date of the replacement coverage is September 1, 2017, with no japse in
coverage. The replacement coverage is being provided to the policy};olders at the same premium as
the SAWGRASS policies, as contemplated by Section 627.4133(2)(c), Florida Statutes. SAWGRASS
policyholders will be afforded 45 days to reject the short-term coverage from HERITAGE.

11. Along with its review of the Agreement, the OFFICE has reviewed the sufficiency of
HERITAGE's catastrophe reinsurance program and its capacity to provide coverage to SAWGRASS’s
insureds.

12. The OFFICE finds that the Agreement submitted by SAWGRASS provides the most
comprehensive protection for policyholders as well as being responsive to regulatory requirements,

The OFFICE approves SAWGRASS’s Agreement, as submitted, subject to the following conditions:
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a. SAWGRASS shall cancel all existing policies in accordance with this Consent
Order and the Agreement.

b. The Replacement Policies issued by HERITAGE shall provide the same
coverage as provided by the SAWGRASS policy that is being replaced.

c. HERITAGE shall charge the same premium for the Replacement Policies as
would have been charged by SAWGRASS for that policy.

d. HERITAGE shall provide the SAWGRASS policyholders a new Declaration
Page that establishes proof of their Replacement Policies.

e. Any premium policyholders have already paid to SAWGRASS shall be
transferred to HERITAGE.

f. Should any SAWGRASS policyholder wish to decline the Replacement Policy,
that policyholder may do so by notifying HERITAGE no later than October 15,2017

[:A Any Replacement Policy issued by HERITA GE shall be subject to cancellation
upon request by the policyholder, and any unearned premium shall be calculated on a pro-rata basis
and returned to the policyholder within 15 days of the cancellation request.

h. Prior to the expiration of the term of the Replacement Policies, HERITAGE
shall have the exclusive right to renew such policies using HERITA GE forms and rates that have been
approved by the OFFICE.

13. The OFFICE hereby approves HERITAGE’s use of SAWGRASS’s current policy
forms and rates as necessary for the purpose of issuing the Replacement Policies by HERITAGE,

14, In conjunction with the Agreement, SAWGRASS provided the OFFICE with copies
of the proposed cancellation notice to be provided to policyholders, and HERITAGE provided its

proposed letter to policyholders, its pro forma financial statements, and confirmation that its existing
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reinsurance program would provide adequate coverage for the additional SAWGRASS policies, in
combination with their own current policies. SAWGRASS and HERITAGE acknowledge that all of
the documents referenced in this paragraph are material to the issuance of this Consent Order.

15. SAWGRASS acknowledges and agrees that the OFFICE has relied upon the
representations made in the Agreement, including supporting documents and communications related
to the Agreement. Further, SAWGRASS and HERITAGE agree to secure written approval from the
OFFICE prior to any material deviation from the Agreement,

16.  SAWGRASS acknowledges and agrees that failure to comply with any of the terms of
this Consent Order would constitute an immediate danger to the public and the OFFICE may
immedietely suspend, revoke, or take other administrative action as it deems appropriate upon the
Certificate of Authority of SAWGRASS in this state, in accordance with Sections 120.569(2)(n) and
120.60(6), Florida Statutes.

17. Any prior Order(s) of the OFFICE, or Consent Order(s) or corrective action plan(s)
that SAWGRASS and HERITAGE have entered into with the OFFICE prior to the issuance of this
Consent Order, shall apply and remain in full force and effect for SAWGRASS and HERITAGE,
except where provisions of such Order(s), Consent Order(s), or corrective action plan(s) have expired;
havc been superseded by subsequent Order(s), Consent Order(s), or corrective action plan(s); or are
inconsistent with this Consent Order.

18.  Each party to this action shall bear its own costs and attorney’s fees,

19.  SAWGRASS and HERITAGE expressly waive their rights to a hearing in this matter,
the making of findings of fact and conclusions of Jaw by the OFFICE, and all further and other
proceedings to which SAWGRASS and HERITAGE may be entitled, either by law or by rules, of the

OFFICE. SAWGRASS and HERITAGE hercby knowingly and voluntarily waive all rights to
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challenge or to contest this Consent Order, in any forum now or in the future available to them,
including the right to any administrative proceeding, state or federa! court action, or any appeal.

20.  The parties agree 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 SAWGRASS, or its
authorized representative, and HERITAGE, or its authorized representative, under the seal of a notary
public, notwithstanding the fact that the copy may have been transmitted to the OFFICE
electronically. Further, SAWGRASS and HERITAGE agree that their signatures, as affixed to this
Consent Order, shall be under the seal of a Notary Public,

WHEREFORE, the agreement between SAWGRASS MUTUAL INSURANCE COMPANY,
HERITAGE PROPERTY & CASUALTY INSURANCE COMPANY, and the OFFICE OF
INSURANCE REGULATION, the terms and conditions of which are set forth above, is APPROVED.

FURTHER, all terms and conditions contain

this ‘Iéday of
Dol e

David Altmaier, Commissioner
Office of Insurance Regulation

erein are hereby ORDERED.

DONE and ORDERED 2017.
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By execution hereof, SAWGRASS MUTUAL INSURANCE COMPANY conscnts to entry
of this Consent Ordcr, agrees without rescrvation to all of the above terms and conditions, and shall
be bound by all provisions herein. The undersigned represents that he/she has the authority 10 bind
SAWGRASS MUTUAL INSURANCE COMPANY to the termis and conditions of this Consent
Qrdet.

SAWGRASS MUTUAL INSURANCE COMPANY
o ——

e

‘/” .
[Corparate Seal) Namc:\__ﬁQ,\_., .L.-_.,L ! LA

T (Please type or print)
Title: (& 7D
Date: }Qﬁ e /[',L

7

STATE OF_Floridic
COUNTY OF 2401 g

The foregoing affidavit was swom to and subscsibed before me this {_ day n!iﬂ\_’gﬂ@';ﬂon.
by Lonyel Odead ss____ CELD

(Nome of person) (Type of authority....e.¢. offices, trustee attomey in fact)

or_ S0y MUIU60 WK oMy
i / ;{\ L tdr S s

Xz, NOTARY PUBLIG “—(Signatire of notary)
& STATE OF FLORIDA

Commat FFRGA022 ("]C :~ —[ k‘-) l e —
Expires v (Print, Type, or ﬁmﬁp Commissioned Nnixe of Nou;l;)“‘

Personatly Known ‘Xﬂ OR Produced 1dentification

Type of identification produced

My Commjssion Expires L IL:Q R / &Q
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By execution hereof, HERITAGE PROPERTY & CASUALTY INSURANCE COMPANY
consents to entry of this Consent Order, agrees without reservation to all of the above terms and
conditions, and shall be bound by all provisions herein, The undersigned represents that hefshe has
the authority to bind HERITAGE PROPERTY & CASUALTY INSURANCE COMPANY to the
terms and conditions of this Consent Order.

HERITAGE PROPERTY & CASUALTY INSURANCE
COMPANY

By: ‘6AMLQ¢:_jL(/Cﬂ/\

[Corporate Seai] Name:  Bvuce Locas
(Please type or print)

Title: C_,\r\rg\\ vy onan <+ CED

Date: _ O\ LA

STATEQF _¥ L

COUNTY OF Elnellag
The foregolng affidavit was sworn to and subscribed before me this Ldny of Sgphm_}m 2017,

by Bruce burag as ¢ hoirman % B0
(Name of person) (Type of autherity...e.g. afficer, trustee attorney in faci)

for \'\t\ri-\v(m& Tnsuvonct

(Compun} name)
KARIKYDE Signature & notar.
o O 2% MYCOMMISSIONE FFo9ites i "
I O :
FTSe Bonded Th NolsryPobds Unervries Kors Wyde
(Print, Type, or Stamp Commissioned Name of Notary)

Personally Known v OR Produced Identification_

Type of identification produced

My Commission Expircs 5-\§-TD
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COPIES FURNISHED TO:

DAN O°NEAL, CEO

Sawgrass Mutual Insurance Company
P.O. Box 550310

Davie, Florida 33355

E-Mail: Doncal@sawgrassmutual.com

DAVID A. YON, ESQ.

Counse} for Sawgrass Mutual Insurance Company
Radey Law Firm

301 South Bronough Street

Suite 200

Tallahassee, Florida 32301

E-Mail: davidr@radeylaw.com

FRED KARLINSKY, ESQ.

Counsel for Heritage Property & Casualty Insurance Company
Greenberg Traurig, P.A.

401 East Las Olas Blvd

Suite 2000

* Fort Lauderdale, Florida 33301

E-Mail: karlinsky{f@utlaw.com

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

Florida Office of Insurance Regulation
Tallahassee, Florida 32399

E-Mail: virginia.christv@floir.com

. ETHAN NICHOLS, EXAMINER

Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
200 East Gaines Street

Tallahassee, Florida 32399

E-Mail: ethan.nichols@floir.com

JENIFER L. FORTENBERRY, ASSISTANT GENERAL COUNSEL
Florida Office of Insurance Regulation

200 East Gaines Street

Tallahassee, FL 32399

Telephone: (850) 413-4170

Facsimile: (850) 922-2543

E-Mail: jenifer.fortenberrv/@tloir.com
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Administrative Supcrvision Plan Agreement

This Administrative Supervision Plan Agreement (“Agreement™), dated as of September 1, 2017,
is made by and between Heritage Property & Casualty Insurance Company (“HP&C)) and
Sawgrass Mutual Insurance Company (“Sawgrass™ (Sawgrass together with HP&C, the
“Parties” and, individually, a “Party™).

Preliminary Statements

WHEREAS, Sawgrass is a properly and casualty insurance company domiciled in
Florida that underwrites property and casualty insurance in Florida (“Insurance™), produced
through its managing general and/or general agents;

WHEREAS, the Florida Office of Insurance Regulation (“OIR™) and Sawpyaess entered
into a confidential Consent Order for Administrative Supervision on August 18, 2017 (the
“Consent Order™), whereby Sawgrass was required to submit a “wind-down plan® to the QIR by
the close of business on September 1, 2017 and agreed to cease writing any new business as of
the date of the Consent Order;

WHEREAS, the OIR and Sawgrass later amended the Consent Order on August 22,
2017 (“Amended Consent Order”), as a result of notification by Sawgrass to the OIR that the
plan for an orderly wind-down of its operations is not feasible and the Amended Consent Qrder
provided for public notification of the administrative supervision in order to facilitate the
consideration of other plans for the orderly transition of Sawgrass’s business;

WHEREAS, HP&C is an insurance company domiciled in Florida that undcrwrites
property and casualty insurance;

WHEREAS, HP&C has proposed a plan to facilitate such orderly transition and
Sawgrass and the OIR have agreed to such plan;

WHEREAS, HIP&C desires to replace each Sawgrass Policy with a HP&C issued policy,
which has the same terms, conditions and rates as the Sawgrass Policy for the remaining term of
the Sawgrass Policy (excluding any renewal thercof arising under renewal notices issucd on and
after the Effective Date) (HP&C Replacement Policies”), pursuant to a plan approved by the OIR
as being in the best interest of the policyholders of Sawgrass;

WHEREAS, HP&C may employ or retain certain cmployees of Sawgrass as employecs
or as independent contractors, respectively, as ITP&C may deem necessary; and

WHEREAS, HP&C may require access 10 cerlain systems of Sawgrass so as to
effectively administer the HP&C Replacement Policies;

NOW. THEREFORE, in consideration of the premises and the mutual agreements,
covenants, representations and warranties sct forth in this Agreement and for other good, valid
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and binding consideration, the receipt and sufficicncy of which are hereby acknowledged, the
Parties intending to be legally bound, hereby agree as follows:

Article 1. Terms of the Transaction

L.l Cancellation of Sawgrass Policies. On the Effective Date, Sawgrass shall cancel all of jts
existing insurance policies and issue cancellation notices to all policyholders of Sawgrass.
Sawgrass shall, at its expense, mail 1o all of its policyholders the following ilers: (i) cancellation
notice in a form approved by the OIR, (ii) letter from HP&C in a form reviewed by or approved
by the OIR, and (iii) a new policy declaration page {on a form approved by the O1R) issued by
HP&C 1o Sawgrass policyholders as proof of coverage under an HP&C Replacement Policy.

12 Exclusive Renewal Rights. Sawgrass has sent policy renewals prior to the Effective Date
that, if accepted by the recipient policyholder, shall be inimediatcly cencelled by Sawgrass and
replaced with an HP&C Replacement Policy. Upon the revewal dite of any HP&C Replacement
Policy, all such renewals shall be issucd by HP&C using the HP&C forms and rates not
associated with an HP&C Replacement Policy.

L3, Assumplion of Linbililics. HP&C has not agrecd 10 pay, will not be required to assunie
and will have no liability or obligation with respect to, any liability or obligation, direct or
indirect, absolute or contingent, of Sawgrass other than as may otherwise be set [orth in this
Agreement.

14 Issuance of HP&C Replacement Policies. HP&C shall issue to each policyholder of
Sawgrass an HP&C Replacement Policy, subject to a forty-five day right of rejection by such
policyholder of an HP&C Replacement Paolicy.

1.5 Uncamed Agent Commission. If any policy issued by Sawgrass or any HP&C
Replacement Policy is cancclled, HP&C shall have the right to collect and retain any unearned
agent commission associated with such policy and Sawgrass on the Effective Date shall wire
transfer to HP&C any unearned agent commission in its possession.

1.6 Maintenance of Syslems. Heritage shall maintain, at its expense, all policy processing

and accounting systems, websites, email, and phone numbers of Sawgrass for a period of six
months afier the Effective Date.

1.7 Excluded Assets, Obligations and Liabilitics. HP&C is only acquiring from Sawgrass (i)
the right to issue HP&C Replacement Policies, {ii) 1IP&C policies at rencwal using other
approved HP&C forms and rates, and (iit} the right to service Suwgrass claims as set forth below.
Without limiting the foregoing, the following ussets, obligations and Labilities of Sawgrass are
specifically excluded:

(») All contractual rights or obligations of Sawgrass unrelated to the Insurance;

b All extra-coniractual obligations of Sawgrass of whaltever kind and however
occurring;
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(c) ‘T'he insurance license(s) and certificates of authority of Sawgrass;
(d) Any obligations or liabilities of Sawgrass to any employee of Sawgrass;
(e) Any obligations or liabilities of Sawgrass relaling to any and al] surplus notcs;

) Any oblipations or liabilitics of Sawgrass 1o policyholders under the terms of its
Bylaws or resulting from its being a mutual insurer; and

(8)  Any obligations or liebilities of Sawgrass not specifically set forth in this
Agreement,

1.8 Transfer of Uneamed Premium. On the Effective Date, Sawgrass shall provide HP&C an
accounting of all inforce premium, payments made by policyholders, and unearned premium
balances and shall wire transfer to HP&C all uncarned premium received by Sawgrass in
connection with the policies of Sawgrass and any premiums collected by Sawgrass from Augnst
31, 2016 10 September 1, 2017. If additional premium payments are received by Sawgrass, such
payments shall be imunedjately transfered by Sawgrass to HP&C. HP&C shall have no
obligation to issue HP&C Replacement Policies or the declaration pages relaied thereto until the
catire balance of collected uncarned premium is wire transferred to ITP&C.

1.9 Assipnment of Sawgrass Claim Reserves and Reinsuratice Recoveries; Payment of
Retumn Reinsurance Premium. On the Effective Date, Sawgrass shall wire transfer to HP&C all
Gross Loss Reserves as of the Effective Dale and all reinsurance recoverables and reinsurance
premium refunds paid to Sawgrass and in the possession of Sawgrass. 1f any Gross Loss
Reserves are held by Sawgrass in the form of a reinsurance recovery, Sawgrass hereby assigns
all rights to such recoveries to 1IP&C and shall turn such funds over to HP&C upon receipt.
Sawgrass shall fully cooperatc with HP&C and use its best efforts to collect all reinsurance
recaveries. If any reinsurance premium is refunded to Sawgrass, including, but not limited to,
any refund of the reimbursement premium for the Florida Hurricane Catastrophe Fund, or any
reinsurance paymients are received by Sawpgrass from any of its reinsurers, including, but not
limited to, the Florida Burricane Catastrophe Fund, Sawgrass shall pay such rcfunded
reinsurance premium or reinsurance payments 1o HP&C,

1.10  Additional Loss Resgrves. On the Effective Date, Sawgrass shall wire transfer to HP&C
an amount equal 1o 10% of the Gross Loss Reserves plus $1,000,000 1o provide additional claims
paying capacity for claims of Sawgrass (the “Additional Loss Reserves™).

1.11  Assumption_of Sawprass_Claims. Provided the entire balance of the Gross Loss
Rescrves, Additional Loss Reserves, Litigation Reserves, and Claim Handling Fees are
transferred to HP&C as set forth herein, HP&C shall assume all policy claim obligations of
Sawgrass, excepl extracontractual obligations. In consideration of this assumption, HP&C shall
retain any Gross Loss Reserves, Additional Loss Reserves, Litigation Reserves, and Claim
Handling Fees remaining afier all Sawgrass claims are resolved.

1.12 Claim Reserve Adequacy. Sawprass shall set the Gross Loss Reserve as of the Effective
Date using the midpoint of its actuarial range. In addition, Sawgrass shall establish a $20,000
loss adjustment expense reserve for every claim that is in litigation (the *Litigation Reserve™),
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113 Claim |landling Fees. HP&C shall pay the salary owed to al! Sawgrass claims personnel.
fn exchange, Sawgrass shall, on the Effective Date, pay HP&C a claim handling fee equal 1o
31,500 per open claim and for all anticipated incurred but not reported claims (the “Claim
Handling Fees™).

.14 Subrogation Assipnmen!. Sawprass hereby assigns in full all subrogation claims and
subrogation recoveries to HP&C.,

LI5S  Limitation of Liability. The partics hereby agree that HP&C shall not be liable to pay
any Sawgrass claims wnless the total amount of Gross Loss Reserves, Additional Loss Reserves,
Litigation Reserves, and Claim Handling Fees are transferred o HP&C. If there are any
reinsurance recaveries owing to Sawgrass that are a component of the any of Sawpgrass’s joss
rescrves and such recoveries arc not paid to HP&C, 1IP&C’s liability shall be capped at the
amount of Gross Loss Reserves, Additional Loss Reserves, and Litigation Reserves actually
received by HP&C (the “Claims Liability Cap™).

1.16  Effeciive Date of Transaglion. The partics hereto agree that the cffective date of this

Agreement shall be September 1, 2017 (the “Effective Date”).

117 Definitions. The meanings of capitalized terms in this Agreement are set forth in
Appendix 1 1o this Agrecment.

Article IL Closing.

2.1, Closing. The consummation of the transaction(s) contemplated by this Agreement (the
Closing) shall take place at Clearwater, Florida on the Effective Date,

22, Deliveries by Sawgrass. At the Closing, Sawgrass shall deliver the following:
(a) Approval of this Agreement by the OIR;

()] A certificate executed by the sceretary or an assistanl secretary of Sawgrass
certifying as to (i) the resolutions in which Sawgrass’s Board of Directors approved this
Agreement and the transactions contemplated herehy, and (ii) the incumbency of Sawgrass’s
officers who execute any documents on behalf of Sawgrass in connection with this Agreement;
and

(©) Access to all book and records of Sawgrass relating to the Insurance.
23 Sales and Transfer Taxes. Any taxes and any transfer, recording or similar fees and

charges arising out of or in connection with the transactions contemplated by this Agreement
shall be borne by the Party incurring same.

24 Premium Tax. Sawgrass shall reimburse HP&C for all premium taxes related to the
issuance of the IIP&C Replacement Policies.

Article HI. Representations and Warranties of Sawgrass
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Sawgrass hereby represents and wartants 10 HP&C that the statements made in this
Article 1IJ are true, correct and complete.

31 Sawprass Organization; Good Stunding.  Sawgrass is a corporation duly organized.
validly existing and in good stending us a corporation under the laws of Florida, as may be
qualified by the Consent Order and the Amended Consent Order.

32 Power and Aulhority. Sawprass has the requisite power and authority to execute and
deliver this Agreement, to perform its obligations hereunder and to consummate the transactions
contemplated hereby, including the execution, delivery and performance of all of the Transaction
Documents to which Sawgrass is a party.

33 Authorization, Execution and Validity. Fach of the Transaction Documents, when
executed by Sawgrass and delivered 1o HP&C, will be duly authorized (where appropriate),
executed and delivered, and will constitute a valid, legal and binding obligation of Sawgrass,
enforceable against Sawgrass in accordance with the terms of such Transaction Dacument,

34 No Conflict; Conseuls. The execution, delivery and performance by Sawprass of each
Transaction Document will not (a) violate any law, (b) violste any charier document of
Sawgrass (if applicable), (c) violalc any order to which Sawgrass is a party or by which
Sawgrass or its assets are bound, (d) result in the creation of any cncumbrance on any of the
assets 1o be tansferred to HP&C, or (¢) require any Consent from any Person that will not be
obtained and delivered on or before the Closing,

3.5 Sufficiency and Condition of and Title to Certain Assets.

(a) Sufficiency of the Assets. The assets of Sawgrass, as reflected on the books and
records af Sawgrass, constitute all the assets, properties, licenses and other arrangements which
are presently being used or are reasonably related to the in-force policies of Sawgrass.

{b)  Title to the Asscts. At the Closing, Sawgrass will transfer 1o HP&C good, valid
and indeteasiblc title to, or a valid leaschold intcrest in, each of the assets to be tansferred to
Sawgrass under this Agreement, free and clear of all non-policy related encumbrances and
obligations.

36 No Undisclosed Liabilitics. Sawgrass is not aware of any ¢laim of any kind against the
assels to be transferred to HP&C under this Agrcement of any nature, absolute or contingent, and
is not aware of or put on notice of any event or circumstance thal could give risc to any future
Action that could have a material adverse effect on such assets. Sawgrass has no actual
knowledge of any adverse findings or determinations by the OIR or other regulatory authority
relating to the current and previous policy and claim administration by any of the employees of
Sawgrass, except as set forth in Consent Order and the Amended Consent Order. Sawgrass
furthermore has no actual knowledge of any improprietics by any Sawgrass employees relating
to the policy and claim administration including but not Jimited (o the handling of ail premiums,
commissions, expenses or other funds.

3.7 Books and Records. Sawgrass’s books and records pertaining to the Insurance have been
made available to 1IP&C prior to the Effective Date, are true, comect and complete and have
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been maintained in accordance with sound business practices and in sccordance with applicable
statutory andfor gencrally accepled accounting principles, federal and state laws and regulations,
including the maintenance of an adequale system of internal controls.

3.8 Full Disclosure. No representation or warranty of Sawgrass made in this Agreement, nor
any written statement furnished to HP&C pursuant hereto or in conncetion with the transactions
contemplated hereby, comtains or will contain any untrue stalemem of a material fact which
affects the business or financial condition of Sawgrass, or omits or will omiit o state a material
fact necessary to make the statements or facts contained herein or therein not misleading.

3.9.  DBrokers. No Person is or will become entitled to reccive any brokerage or finder's fee,
advisory fee or other similar payment for the transactions contemplated by this Agreement by
virtuc of having been engaged by or acted on behall of Sawgyass.

Article I'V. Representations and Warranties of HP&C

HP&C hereby represents and warrants to Sawgrass that the statements set forth in this Article 1V
are correct and complete,

4.1 Orpanization; Good Standing; Delivery of Charter Documents. HP&C is a Florida
domestic insurer duly organized, validly existing and in good standing under the Laws of the
Florida.

4.2 Power and Authority. HP&C has all requisite corporate power and authority neccssary to
execute and deliver this Agreement, to perform its obligations hereunder and 1o consummate the
transactions contemplated hereby, including the execution, delivery and performance of ail of the
Transaction Documents to which HP&C is a Party.

4.3 Authorization: Execution and_Validity. Each of the Transaction Documents, when
executed and delivered by HP&C, will be duly authorized, execuled and delivered, and will
constitute- a valid, legal and binding obligation of HP&C, enforceable against HP&U in
accordance with the terms of such Transaction Document.

44 No Conflict: HP&C Consents. The execution, delivery and performance by HP&C of
cach Transaction Document to which it is a party will not (a) violate any law, (b) violate any
charter document of HP&C, (c) violate any order to which HP&C is a party or by which HP&C
or jts assets is bound, or (d) require any consent from any Person.

4.5  Tull Disclosure. No representation or warranty of HP&C made in this Agreement, nor
any writlen statement furnished to Sawgrass pursuant hereto or in connection with the
transactions contemplated hereby, contains or will contain any untruc statement of a material fact
which affects the business or financial condition of HP&C, or omits or will omit to stalc &
material fact necessary to make the statements or facts contained herein or therein not correct.

4.6 Brokers. No Person is or will become entitled to reccive any brokerage or finder’s fee,

advisory fee or other similar payment for the transactions contemplated by this Agreement by
virtue of having been engaged by or acted on behalf of HP&C.
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Article V. Covenants of Sawgrass

5.1 Cooperalion of Sawgrass. Sawgrass shall use all reasonable efiorts (a) to take all actions
and to do all things necessary and advisable 10 consummate the transactions contemplated by this
Agreement, and (b) 1o cooperate with HP&C in connection with the foregoing, including using
reasonable efforts to obtain all Consents.

5.2 Access to Informsation. From and after the Lffective Date, Sawprass shall afford to
HP&C and jts representatives access to the properties and the books and records relating to the
Insurance,

53 Conduct_of Busincss. From and after the Effective Date, Sawgrass shall usc all
reasonable efforts to (i) preserve substantially the relationships with its representatives, suppliers
and customers, (if) perform its obligations under ali contracts, leases and pemits in all material
respects, (iii) comply with all Laws, (iv) confer with HP&C regarding operational matters of a
malerial nature, (v) reporl periodically 1o 1IP&C regarding the status of its business and the
results of its operations, and (vi) conduet is business in accordance with the Consent Order and
the Amended Consent Order.

Article VI Covenants of HP&C

6.1  Cooperntion by HP&C. HBP&C shall use all reasonable efforts (a) 1o take all actions and
to do all things necessary or advisable to consummate the transactions contemplated by this
Agreement, and (b) to cooperate with Sawprass in connection with the foregoing, including
using reasonable efforts 1o obtain all necessary consents and regulatory approvals.

Article VII Mutual Covenants

7.1 Consents to Assignment of Leases and Contracts,

(a) Cooperation and Reasonable Efforts. Each Party hereby agrees to use reasonable
cfforts, to take rcasonable actions and to cooperate with esch other as may be necessary to obtain
consents 1o (i) transfer or assign any asset of Sawgrass which is to be transferred pursuant (o the
terms of this Agreement or (ii) if necessary, assign any contracts, leases or licenses necessary for
HP&C to administer the HP&C Replacement Policies tilizing the systems of Sawgrass.

7.2 Further Assurances. Subject to the other terms and conditions of this Agreement, at any
time and from time 1o time, whether before or afier Closing, cach Party shall execute and deliver
all instruments and documents and takc all other action that the other Parly may reasonably
request Lo consummate or 1o evidence the consumimation of the transactions comemplated by this
Agreement.

7.3 Supplemental Agreements and Consents. A, prior to Closing or within a reasonable time
after Closing, the applicable Party shal enter into the following agreements (the “Supplemental
Agrecments”):
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{a)  To the extent necessary, assignments to HP&C in form and substance reasonably
satisfactory to HP&C of a}! applicable sofiware licenses used by Sawgrass in the administration
of the Insurance;

{b)  To the extent nccessary, any Transaction Document required by 1[P&C and
deemed by HP&C to be material to the transactions contemplated by this Agreement,

74  Tax Matters. Each Party shall be responsible for their own tax consequences and
obligations arising from the transactions contemplated by this Agreement, except premium taxes
owed by Sawprass [or the HP&C Replacement Policics.

7.5 Eriployment with HP&C.

(a)  Employment by [1P&C. HP&C may employ some or all employees, inclusive of
those on disabilily or leave as al the Effective Date upon their completed leave or approval to
retum to work, of Sawgrass connected with the Insurance {collectively Sawgrass Employees™
and individually, “Sawgrass Employce™) on and after the Effective Date. Notwithstanding the
foregoing, nothing herein shall be deemed to require HP&C to employ any such employce or to
employ such employee for any specific period of time after the date of employment if employed
by HP&C. Sawgrass shall provide to HP&C, at Closing or within a reasonable time following
the Closing, the following information regarding each Sawgrass Employee: the name, job title,
date of employment and cutrent anouaj compensation (salary, bonus and participation in any
non-qualified deferred or incentive compensation arrangement, a copy of which has been or wil}
be provided to HP&C) for each Sawgrass Employee. HP&C may enter into such agreements as
it deems nccessary with a Sawgrass Employce so as to effectively manage and administer the
HP&C Replacement Policies.

(b)  Each Sawgrass Employce if and 10 the extent required by federal or state law to
be licensed in order to perform his/her job duties is as of Closing so Jicensed and such license is
in good standing.

() Termination of Transferred Employees by Sawgrass. Sawgrass  shall
administratively terminate any Sawgrass Employee effcetive as of the date of their employment
by, or contracting with, HP&C, provided HP&C decides to employ or contract with any
Sawgrass Employee. HP&C shall be under no obligation to hire or retain any Sawgrass
Employee.

Article VIII Miscellancous

8.1 Amendment. No amendment of this Agreement shall be effective unless in a writing

signed by HP&C and Sawgrass and approved by the OIR.

8.2 Counterparts.  This Agreement may be excecuted in any number of counterparts, each of
which shall be deemed to be an original agreciment, but all of which shall constitute one and the
same agreement. Any Party may execule and deliver this Agreement by an executed signature
page transmitted electronically or by a facsimile machine. 1f a Party transmits its signature pape
clectronically or by facsimile machine, such Party shall promptly therealter deliver an originally
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executed signatuse page to the other Party, provided that any failure to deliver such an originally
executed signature page shall not affect the validity, legality, or enforceability of this Agreement.

8.3 lLntire Agrcement. This Agreement constiwtes the cntire agreement and understanding
between the Partics and supersedes all prior agreements and understandings, both written and
oral, with respect to the subject matter of the Agreement,

8.4 LExpenses. Euach Party shull bear its own expenses with respect 1o the ncgotiation and
preparation of this Agreement and the Closing, including any fees and expenscs of its
representatives, provided that if a Party lerminates this Agreement because of another Paity’s
breach of this Agreement, the non-breaching Party shall be entitled to seek reimburscment of its
expenses s part of its damages with respect to such breach. HP&C shall bear any tax imposed
in connection with the transfer of any assets to IIP&C pursuant to this Agreemcnt.

85  Goveming Law. This Agreement shall be governed by the laws of Florida, regardless of

the laws that might otherwise govern under the conflicts of laws principles of such state.

8.6  No Assignment. No Parly may assign its benefits or delegate its duties under this
Agreement without the prior consent of the other Party. Any attempted assignment or delegation
without such prior consent shall be void. Notwithstanding this prohibition against assignment
and delegation, HP&C may assign its rights and delegate its duties under this Agrecment to a
wholly owned authorized insurance company affiliate of HP&C without Sawgrass’s consent.

8.7 No Third Parly Beneficiaries. This Agreement is solely for the benefit of the Partics and
no other Person shall have any right, interest, or claim under this Agreement.

8.8 Notives. All claims, consents, designations, notices, waivers, and other communications
in connection with this Agrecment shall be in writing. Such claims, consents, designations,
notices, waivers, and other communications shall be considered received (1) on the day of actual
transmittal when transmitied by facsimile with written conlirmation of such transmittal, (if) on
the next business day following actual tansmittal when transmitted by a nationally recognized
overnight courier, or (iii) on the third business day following actual transmiital when transmitted
by certified mail, postage prepaid, return receipt requesled; in each case when transmitted (o a
Party at its address set forth below (or to such other address to which such Party has notified the
uther Party in accordance with this Section lo send such claims, consents, designations, notices,
waivers, and other communications):

HP&C:

Heritage Property & Casualty Insurance Company
2600 McCormick Drive, Suite 300

Clearwater, Florida 33759

Altention: Bruce Lucas, CEO and Chairman

Sawgrass:
Sawgrass Mutual Insurance Company
1000 Sawgrass Corporate Parkway
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Suite 1000
Sunrise, Tlorida 33323

8.9  Public Announcements. The Parties shall agree on the terms of any press releases or
other public announcements related o this Agreement, and shall consult with cach other before
issuing any press releases or other public announcements related to this Agreement; provided,
however, that any Party may make a public disclosure if in the opinion of such Party's counsel it
is required by Law or the rujes of the Securities Exchange Commission, New York Stock
Exchange, Nasdaq or other regulatory agency to make such disclosure. The parties ugree, to the
extent practicable, to consult with each other regarding any such public announcement in
advance thercof.

8.10  Repwesentation by Lepal Coungel. Each Party is a sophisticated Person that was advised
by experienced legal counsel and other advisors in the ncgotiation and preparation of this
Agreement.

8.11  Schedules. Al references in this Agreement 10 schedules shall mean the schedules
identificd in this Agreement, which are incorporated into this Agreement and shall be deemed a
parl of this Agreement for all purposes. Each Section of this Agreenient that refers to a schedule
shall have a separate schedule. Tn addition, any disclosurc under a particular section’s schedule
shall be made under the heading of any relevant subsection of such section. A disclosure of an
item in a schedule for a particular Section or under a heading in a schedule corresponding to a
particular subsection shall not be a disclosure under any other section’s schedule or any other
subscction, unless so noted specifically on such schedule. Sawgrass have delivered to HP&C a
correet and complete copy of any document described on a schedule 1o this Apreemem and a
correct and complete writlen description of any unwritten arrangement or other item described
on such schedule.

8.12  Sevcrability. Any provision of this Agreement that is prohibited or unenforceable in any
jurisdiction shall not invalidate the remaining provisions of this Agreement or atfect the validity
or enforceability of such provision in any other jurisdiction. In addition, any such prohibited or
unenforceable provision shall be given effect to the extent possible in the jurisdiction where such
provision is prohibited or unenforceable,

8.13  Specific Performance. The Parties acknowledges that the benefits that cach will derive
from the fransactions contemplated by this Agreemenl are uniquc and irreplaceable.
Accordingly, if either Party improperly abandons or terminates this Agreement, the other Party
would not have an adcquate remedy at law, HP&C, therefore, shall be entitled to a court order
requiring Sawgrass 10 perform this Agreement if this Agreement is approved by the OIR.

8.14  Successors. This Agreement shall be binding upon and shal] inure to the benefit of each
Party and its heirs, legal representatives, permitted assigns, and successors, provided that this
Section shall not permit the assignment or other transfer of this Agreement, whether by operation
of law or otherwise (other an a receiver appointed as a result of the liquidation of either Party), if

such assignment or other transfer is not otherwise permitied under this Agrecment.
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8.15  Time of the ssence. Time is of the essence in the performance of this Agreement and all
dates and periods specified in this Agreement.

8,16 Waiver. No provision of this Agrcement shall be considercd waived unless such waiver
is in writing and signcd by the Party that benefits from the enforcement of such provision. No
waiver of any provision in this Agreement, however, shall be deened a waiver of a subsequent
breach of such provision or a waiver of a similar provision. In addition, a waiver of any breach
or [ailurc to enforce any term or condition of this Agreement shal} not in any way affect, limit, or
waive a Party’s rights under this Agreement at any time 1o enforce strict compliance thereafter
with every term and condition of this Agreement.

8.17  Survival. The representations and warranties set forth in Article I1I shall survive on and
afiey the Effective Date until such time as al} Transaction Documents are exceuted.

[The remaining part of this Agreement Ieft infentionally blank)
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IN WITNESS WHEREOF, each Party executed, or caused a duly suthorized officer to execute
this Agreement as of the Effective Date.

Heritage Property & Casualty Insurance Sawgrass Mutual Insurance Company
Company
By %M*—LA jx et By: e
Bruee Lucas, CEO and Chairman i President
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IN WITNESS WHEREOQOF, each Party executed, or caused a duly authorized officer 10 execute
this Agrecment as of the Effective Date,

Heritage Property & Casualty Insurance Sawgrass Mutual Insurance Company
Company e — =
)
By ; Bym T - _4/-@{/
Bruce Lucas, CEO and Chairman \{QMHTZD _{/e-g /) Plesident
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Appendix 1. Definitions and Terms
Definitions.  As used in this Agrecment. the following terms have the meanings set forth or as

referenced below:

“Action” means any action, suit, Jitigation, arbitration, claim, complaint, or proceeding,
whether civil, criminal, judicial or investigative, commenced. brought, conducted or heard by or
before any Governmental Authority.

“Amended Consent Qrdet™ has the meaning set forth in the Preliminary Statements.

“Closing™ has the meaning set farth in Section 2.1.
“Consent Order” has the meaning set forth in the Preliminary Statements.

“Gross Loss Reserves™ means all gross loss reserves as of the Effective Date, including
incurred but not reported reserves, unatiocated and allocated loss adjustment ¢xpense reserves,
and all other loss adjustment cxpense reserves.

“HP&C” has the meaning sct forth in the Prcamble.

“QOIR” has the meaning set forth in the Preliminary Statements.

“Party” or “Parfies” has the meaning set forth in the Preamble.

“Person” means an individual, a corporation, a partnership, an association, a limited
liability company, a joint venture, a trust or other entity or organization, including a
Governmental Authority.

“Sawprass” has the meaning set forth in the Preamble.
“Sawgrass Employee” und Sawprass Employees™ have the meaning set forth in Scction

7.5(a).
“Supplemental Apreeinents” has the meaning set forth in Section 7.3.

“Transaction Documents” means all documents required by HP&C to consummate the
transaction contemplated by this Agreement.
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: __ *13619201820100101*
QUARTERLY STATEMENT

AS OF MARCH 31, 2018
OF THE CONDITION AND AFFAIRS OF THE

Sawgrass Mutual Insurance Company

NAIC Group Cade 00000 . 00000 NAIC Company Code 13819 Employar's 1D Number 268-0280206
TGt Perod) (Prior Pericd) T T
Organlzed under the Laws of Florida. . State of Domiclie or Portof Enry ______ Flonda
Country of Domiclie United States
rganizad 05/25/2007 c 04/07/2009
Statutory Home Office 1000 rass rate Pwy, Suite 100 , Sunrise, FL, US 33323
{Sirmet ang Number) (Chy or Town. Stale. Courtry and 7l Code)
Main Administrative Office 1000 Sawgrass Corporaie Prwy, Suite 100 Sunrise, FL, US 33323 8778534336
(Btraet and Number) (Ciy or Town, Stztr, Country and Zip Coda) (Aree Codo) (Talaphone Number)
Mall Address 1000 Sawprass Corporate Prwy, Stite 100 s Sunrise, FL, US 33323
(Birset and Number o P8, Bax) (Céy o1 Town, Strte. Country armd Fip Gode)
Primary Location of Books and Records 1000 Sawgrass Corporale Pkwy, Suite
100 Sunrise, FL, US 33323 877-852-4336
(Btreet and Number) {Clly 5r Town, State, Counity and Zip Code) (Arss Coda) [Tetephone Numbar]
intemet Web Sits Address www.saworesemutual.com
Statutory Statement Cortact Paul Simeone 954-376-3107
(Rame} {Ares Code) {Telephons Number) (Exromsion)
_____ psimeonefd sawgrassmutual.com 854-423-0701
{ENiek Addrast) tFat Numar]
OFFICERS
Name Tite Nems Title
Dan O'Neal . President & CEQ Pau Simecne Secretery, Treaswer & CFO_
OTHER OFFICERS
DIRECTORS OR TRUSTEES
Randy Dumm Buy Marvin JIt . Dan O'Near _Paul Simeane —
Swteof ...

County of . e o S

The officars of this neporting ently being duly swom, each deposs and say Lhat they are the described offioers of said reporting entity, and that on the mporting period stated
above, 3l of the herein descAbed asse!s were the absolute property of the seid reporting entity, free and clear from arty Fens of dalma Mareon, except as horein stated, and
that this alatemant, ogedher with related exhibits, achedules and axplanatons therein conlained, annexed or referred 18, 15 a full and uo statemen of sk Bw mIsets and
fiabilities and of the condition and sffeirs of the saiq feporting entity as of the reparting period siwled above, and of ils intorme and deduclians thereirom for the period ended,
and have bean completed in accordance wih the NAIC Anuel and ing Practices and manual sxcept to the extard thal: (1) state
taw may diffar, or, (2) (hat state rules or regulations require differsnces in reporting not relaied to accounting practioss and Pprocedures, scoordng io the bast of their
P ion, and baiar, Fi the scope of this ion by the deacived officers also Indudes the relates comeaponding electronic fing with
the NAIC, when required, thet Is an axact copy (axcept for formatting differences due to electronic fiting) of the enclosed atutement. The alactronic fiing may ba reguested by
various regulators In Jieu of or in addRlon to lhe enclosed statement,

Dan O'Nea! Peul Simeone
President & CEQ Secretary, Treasursr & CFO
&. Is this an original Aling? Yes fX} o f |
Substribed and swom 1o before me this b, tf no:
day of . 1. State lhe amendment number
2. Date fled

3. Number of pages attachod

EXHIBIT




STATEMENT AS OF MARCH 34, 2018 OF THE Sawgrass Mutual Insurance Company

ASSETS

Curreni Staiemoni Date 4
1 2 3
Decomber 31
Net Admitted Assets Prior Year Net
Assuis Nonadmitied Assets Cols. 1+2) Admitied Asses

1. Bonds e e S . o
2 Stocks:

2.1 Prefamad stocks. Di. ')

2.2 Common stocks D 0
3. Morigage koana on real sstate:

3.4 Firstliens . .. . . B 0

3 2 Other han first liens _..._._ - - L o
4. Reasi estale;

4.1 Properties occupled by the company (ess

5 i S

4.2 Properties held for the production of income

Qasa$ . . . - . [

4.3 Properties hald for sale (less

§ . B . ] [
5 Gesh(s ..

cash equivalents (§ . Y

and ehori-lam investmens ($ Dy S P
6. Coniract leans (including § ... PPOITIUM NOtBE).

7. Derivativas
B. Other invested assels .. ._.
. for secunties
10. Becurities landing reinvasted coliatarsi assels, ..
11, Aggrogale wite-ins for invested msets . .
12. Sublotaels, aash and investsd assets (Unes 110 11}
18. Taplantsbessd ... . ... ... charged off {for Tite Insurers
only} ...
14, investment income due and accrued .
15. Premiuma and considerations:
151 Uncoflected premiums and Bgenis’ baiances in me courss of

coflection ... ... - - .
15.2 Defared premiums, agers’ balances anc instaliments booked bul
daferred and not yet due {inchuding § ..o _.__pamBd
but unbiied . .
15.3 Accrued relrospective premiums (3
conracts subject to ®
16. Reinsurance:
6.1 Amounts from reinsurers
18.2 Funds held by or depasited with reinsursd
18.3 Other amounts undar reil vontracts

17. Amounts recelvable relating to uninsured pigns
18.1 Current federal and foraign income Lax racovedbla and interest thareon _ .
18.2 Nel deferred tax nsset
16, GQuaranly funds i 0r on deposit
20. Electronic dats iy and software,
21. Fumiture end equipment, including health care delivery agsets

$ } .
22. Net adjustrient in ssats and Habilkies dus to {foreign exchange rates
23 i from parent, xligrios and efflistas

24. Healthcare (§ .. -} 80 Othar @mounts receiveble. .. ... ... S
25, Aggregate write-ina for other-tian-nvestod assets - —..2%,810
26. Total assels axciuding Separsts Acaounis, Segregated Accounts and
Protected Call Accounts (Lines 12025} ... ..o £54,870 234,810
27. From Separete Accounts, Segregatad Accounts and Protacted
Ceslt Accouna. O —— S RO - SR IO
28. Total sLines 26 and 27} 554,670 234 810
DETAILS OF WRITEANS
1t01. [P . -
1102, .. »
L0 R e
1198, Summary of remalning write-ins for Line 11 from overfiow page ... b e e D
1199, Totals (Lines 1101 through 1103 plus 1188) {Line 11 above) 0
2501, Lease Deposii . .. 16,147
2502 Frepaid Expenses.... PN S
2503. Other Receivables.. . . 218,463 | ..

2588, Surmmary of remaining wrtle-ins for Line 25 from overfiow pege i

o
2599 Totals {Lines 2501 through 2503 pius 2698, {Line 25 abave, 234,610 234,610




STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual Insurance Company

LIABILITIES, SURPLUS AND OTHER FUNDS

Including warranty reserves of § S
Inchuding § ... —— for medical loss ratic rebate per the Public Heallh Service Act).
10, Advence premium ......

-~ @nd acenued socident and haakth experience reting refunds

Curent ! Deomim at,
Slatement Date Prior Year

1. Losses (curent sccident year§ ... ). — D
2. Reinsurance payeble on peid losses end loss adjustment expenges . - - _..D
3. Loss expenses .0
4 C payshie, issions and vther simétar charges .. SR
5. Other expenses (axcluding taxes, licanses and fees) . f . 30,414
8. Taxes, licenses and faet (excluding fedenl and foreign income taxes) S .(384.508) (442.276)
7.4 Curent foderal and foreign income taxes (Including § . on raalized capital gains (losses)) ... . .
7.2 Nt deferved tax ligbility ... ... ... . — ]
B. Borowed money $ . 6nd interest thareon § - -

8. Uneamed premiums {afier decucting uneamed premiums for ceded reinsurence of $ ... and

11. Dividernts declared and unpaid
"1

12. Ceded reinsurance premiums payabie {net of eading comnessions) ........

11.2 Policyboldars ... et

13, Funds heid by company under re freating

0
1)
1]

N

414,917

21, Payable for SOGUMHBS . _ ... oo . e
22. Pwyabie for securities landing.

14. Amounts withhekd or relalned by company for scoount of others ..

15. Remitlgnces and items nof altocated . .48
16. Provision for rainsurance (including $ ... cortifid) ... .8
17 Net ndjustments In nssots and liabilties due (o forelgn exchange rates IR
16. Drafis N

8. Payable lo parent, subsidiaries and affiiates .. ]

20. Derivetivas - i}

23 Liability for amaunts held under uninsured pians.... .

24, Capilsi notes § ... .and interes! thorson § _____._
25. Aggregate wnite-ins for liabifties ... . SR
28. Total kabilities exciuding protected tell Uahillties {Lines 1 through 25)

27. Protecied cell inbifites - -

D
(19,218
0

28 Tolal iabilities (Lines 25 and 27)

28, Aggregate write-ins for special surpius funds .
30. Common caplial stock ... ..

-(196,218)
]
]

31. Prafarmed capilal stock ... et e e pe s e

32. Aggregata write-ins for other than special surpius funds -

- . . Ny
33. Surplus notes . - 30,000,000 | ___.....30,600.000
4. Gross paid b and SUTplUs ... 25,236,071 | ...25,2%,0T1
350 tunds (surplus) . — {54.208,329)| _..........{54,525,236)
3B, Less teasury stock, at cost:
361 - sheres common (veiue included in Lina 30 § - - .Y
362 . shares prefermed (velus indluded in Line 31 § [
37. Burplus as regards policyholcers (Lines 29 to 35, less 36) - - 529,742 710,835
38 Totsls (Page 2 Lins 20, Col.3) 320,060 514,617
DETAILS OF WRITE NS
2501, . . . - D
502, .. - P
2538, Summary of remalning write-ins for Line 25 fram overfiow page ...... . SN .
2589. Totals (Lines 2501 through 2503 plus 2588, (Line 25 sbove; 0 ]
2001, .. — S L
2502, - D
2888, Bummary of ramaining write-ins for Line 28 from overfiow page . - .
2999, Yoluls (Lines 2601 through 2903 plus 2998, (Line 28 above) g [
3204, . e [ oS |
3202 0
3298. Summary of remaining write-ins for Line 32 from overflow psge 0 ")
3290 Tolals (Lines 3201 through 3208 plus 3298) (Line 32 shove) 1] [




STATEMENT AS OF MARGH 31, 2018 OF THE Sawgrass Mutual insurance Company

STATEMENT OF INCOME

28 Change in provision for rex
29. Change in suTplus notes
0. Surplus (contributd o) withdrawn from protected cefls

i

1 2 3
Curent Year Prior Year Prior Year Ended
lo Date o Date Decambar 3|
UNDERWRITING INCOME
1. Premiums samed:
1.9 Direet (writton § 0
1.2 Assumed {writien $ . )
13 Ceded (witten$ _ )
14 Net{written§ 0y
DEDUCTIONS:
2. Leasas Incurred (curmant accident year$ .
2.1 Direct .. - - S— 8,459,828
22 Aszumed D £].
2.3 Ceded - [} ¢ 3,395,301
2.4 Nel - 118 DRV L .5.084,437
3. Loss adjustment axpanses incumred e i 8 1,314,786
4. omermdermﬂlnqaxpmnslrmnd — D 3,138,174
5. Aggregate write-ins for . NUR - ]
8. Total undenwitting daductions (Lms 2 theough 57 ] 9,517,357
7. Net income of protected ceils . . ] 1]
8. Net underwriting galn (lnse) {Line 1 rnlnus LngB+Line 7) .._. (S TN B -..{8,294 489}
INVEBTMENT INCOME
B. Net vestmart! income samed . (1.848))... 2 {39, 598)
10. Nt realized capital gains (Inuu) foxs capital gains tax of 5. [/ [ 118,877)]
1. Netinvestment gain (lose) {Lines 8 + 10) {1,845 ... 9 {59,575}/
OTHER INCOME
12, Net gain or {ioss} from agents’ or premium balences charged off
(amount recovered $ . " . amourtt charged off § D _ 0 -.(110)
13. Financa and service marpn not Inctudad iR pramiumy §i) 0 21,820
14. Aggrepate write-ina for miscaltanesus income .. . - L1} 0 103,408
15. Total other income (Lines 12 Mrough 14) [1] 0 131,218
16. Nat inoome before dividends to policyholders, after caphal wains tax and bafore aif other federal
and forsign fncome baxes (Linea 8 + 11+ 15) e 5.749,920) S - (8,222,84)
17. Dividands ko 4 g
18. Net incorne, after dividends to policyholders, after capital geins tax and befors ¥ ulhef federal
and foreign income taxas {Line 6 minus Line 17) ..{5.749,820)].... 0.
8. Fedsral and foraign incoms taxes incurred . - 0
20. Netincome (Line 18 minus Line 18)(to Line 22) 15,749,920} [ {8,210 244;
CAPITAL AND SURPLUS ACCOUNT
1. Surplus as regerds policyholdsrs, December 31 prioc year ....... - I L0835 13,816,675
22. Net income {fram Line 20} . I {5,749 920} . - (8,210,244
23. Net trmnsfers (16) from Pratected Cefl sccounts. .. 0. il
24, Change in nel unmaltzad capital gany or (lu“es) Ios; mpnl-l vnim lax of
$ . 0 1]
25, Changs in net umeatized Torsign exchunge capital gain (kss) .. ni )
28. Change in net deferrad Income tax J— 0
27. Changein assets ... Dy

2 Capital changes:

31, Cumulative eflect of changas in ing principies B

2.1 Paidin ...
32.2 Trensfermed from surplus (Stock Dividend) . ..
323 to surplus

123

o

33. Burpius adjusiments:
33.1 Paid in

232 mewbeapimwmm) - e
323 T from caghial

ook

34, Net rernittances from of {to) Home Office
35. Dividends to .

36. Change in breasury stock ...

37. Aggrepata write-inx for gains and losses &n sUrpius .
38. Chenge in surplus as ragards palicyholders (Lines 22 thmugh 37) ..

g
{181,093

13,105,840

520 742

ololobobbb b

710,835

39. _Surplus as regerds policyholders, as of satemen dute (Lines 21 plus :g

DETAILS OF WRITEINS

0501, . e S
0552 —
0503,

0598. Bummary of rethaining write-ins for Line 5 trom overfiow PBIS ..

bBhbo

0583, TOTALS :Lines 0501 thraugh 0802 ¢lus 0598: {Line 5 sbove:

140", Nember Contributions to Surplus
1402, Niscellancous income

1405,

1488 Summary of remaining write-ins for Line 14 fram averfiow page ..

i

o o e - w

g
&

1499, TOTALE (Lines 1401 through 1403 plus 1498) (Line 14 above)

"é‘“
Soc

3701, . .
302 L. -

3705 . RN
3788. Summaty of remaining write-ins for Line 37 from overfiow page ...

3798, TOTALS (Linas 3701 through 3703 plus 3798; {Line 37 above!

chbbbolombbole

b s




STATEMENT AS OF MARCH 31, 2018 OF THE § g Mutuat Comparry

CASH FLOW

2
Current Year Prior Yesr
To Date To Data

Cash from Opsretions
Premiums collecied net of rei
Net Invegiment income
Misostianeous incume
Tols! (Linee 110 3)
. Benefit and lose relsted plyrmnt

Net rensfers {o Sepamate Accounts, Sogunatad Awourm md Pmlumd Call Accounts.
Commissions, axpensss paid end aggregats wite-ins for .
Dividends paid o
Federal and foreign income taxes paid (recovared) net of § ..
gains (losses). . {12,802
10. Tolai {Unes 5 through 9) . I 15,938,276
1. Net cash from operations [Line 4 minus Line 10) N {5,752 553 123,430, 408)
Cash from inveatments

12. Procoeds from investments sold, matured or repaid:

121 Bonds

12.2 Stocks .. -

12.3 Mortgaga loans .

12.4 Real estate ... -

125 O0thermvestadassats ... . JERSR

12.6 Net gains of (losses) on cash, caah squ and short-term :

12.7 Mi procseds e e
128 Tatal investmrent proceeds (Lines 12.1 ko 12,
13. Cost of invesiments ecquired (long-tarm anly)

13.1 Bonds.

132 810cks ... o

133 Mnﬂqm lnnm - po—

13.4 Real astate N

13.5 Other Investad asam

138 -

13.7 Totai investments acquired {Lines 1.1t 13.6)

4. Netincrease {or decreana) in cantract loans and premium notes
16 Not cash from invesiments (Line 12.8 minus Line 13.7 and Line 14) .
Cash from Financing and Miscallaneous Soureas
16. Cash providad (applied):
18.9 Burplus notes, capital notes S S U
16.2 Cepital and paid In surplus, less treasury stock - . 0.
6.3 Borrowed funds .. 0
18.4 Net deposits on deposhtiype contracts and other insurence liabilities .
6.5 Dividenda to . 0
16.8 Other cash provided (appled) - 7,817,952
. Net cash irnm nnannlng &nd miscelflaneous sources (Line 15 1 through Line 16.4 minus Line 18.5 7.017.952

o oojalooo

o
- 7,180,570
o

PeNomAuw .

tax on capitel

o
4
I
=

olola

_..24,6181%
¥

i}
k]
0
138}

g
24,614,931

,589,313

]
0
il
8
3

4,539,31,

]
20,015 678

0
~25,236 071
]
D

D
127,640,031,
(2,403,960,

o locooon

2

REDUNCILIAT\M OF CASH, CAEH EDUNALENTSAND BHORT-TERM INVESTMENTS
18. Rel change in cash, cash equivalents and shortdenn imvestments (Line 11, plus Lines 15 and 17) ..
18. Cash, cash wrd short-term
19.1 Beginning of ysar._.. ,.*-...,.(1\N5,g)

19.2 End of period u»eisgm Line 18.1) k7]

.-.{5.818,690)

-..3,973,351
{1,845.339

oo




STATEMENT AS OF MARCH 31, 2018 OF THE 8 ] Murtual § Company

NOTES TO FINANCIAL STATEMENTS
1. Summary of Significant Accounting Policies
A. Accounting Practices
The accompanying financial statements of Sawgrass Mutual [nsurance Company (SMIC) are presented in
accordance with the National Association of Insurance Commissioners’ (NAIC) Accounting Practices and
Procedures Manual subject to any deviations prescribed or permitted by the State of Florida’s Office of
Insurance Regulation (OIR).

A reconciliation of the Company’s net income and capital and surplus between NAIC SAP and practices
prescribed and permitted by the State of Florida follows:

SSAP F/S Fis | March 31,  December 31
# Jpe # Line % 2018 2017

NET INCOME
1. Company state basis (Page 4, Line 20,

Columns 1&2) XXX XXX XXX $(5,749,920)  § (9210,244)
2. State Prescribed Practices the increase/

{decrease) NAIC SAP: 0 0
3. State Permifted Practices that increase/

(decrease) NAIC SAP Q 1]
4. NAIC SAP (1-2-3=4) XXX XXX XXX S (5749920) § (9210248
SURPLUS
5. Company state basis (Page 3, Line 37,

Columns 1&2) XXX XXX XXX $ 529742 $ 710835
6. State Prescribed Practices that increaser

(decrease) NAIC SAP 0 0
7. Statc Pormitted Practices that increase/

(decrease) NAIC SAP [} — 0
8, NAIC SAP (5-6-7-8) Xxx XXX XXX S 29742 $ 710835

SMIC received its Certificate of Authority from the State of Florida and commenced insurance
operations in Florida on April 7th, 2009. The Company wrote its first policy on May 20, 2009.

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of statutory financial statements requires management to make estimates and
assumptions that aflect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities at the date of the statutory basis financial statements, and the reported amounts of
revenues and expenses during the reporting period. Such estimates and assumptions could change in the
future as more information becomes known, which coutd impact the amounts reported and described in
the financial statcments.

C. Accounting Paolicy

Premiums are earned over the terms of the related insurance policy and the related reinsurance
contracts. Uneamned premium reserves are established to cover the unexpired portion of premium
written. Such reserves are computed by pro-rata methods for direct and ceded business.

Expenses incurred in the acquisition of business, including commissions and policy processing costs,
are charged to operations as incurred. Should SMIC enter into reinsurance contracts that inciude ceding
allowances, expenses incurred will he reduced as these allowances are recognized.

In addition, the Company uses or will use the following accounting practices as applicable:

Short term investments are stated at amortized costs.

Bonds not backed by other loans are stated at either amortized costs, using the interest method or the
lower of amortized cost or fair market value depending on their NAIC designation.

Unaffiliated common stocks are stated at market value.

Preferred stock is stated at cost.

. Mortgage loans on real estate are stated at aggregate carrying value less accrued interest.

Loan backed securities are stated at either amortized costs or the lower of amortized cost or fair
market value depending on NAIC designation.

Investments in subsidiaries, controlled and affitiated entities arc stated at their current cquity value.
SMIC has no investments in joint ventures, limited liability companies or partnerships.

9. All derivatives are stated at fair value.

N -

Saw

%



STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

10. SMIC anticipates investment income as a factor in the premium deficiency calculation in

1

—

accordance with Statement of Statutory Accounting Principles No. 53.

- Loss and loss adjustment expense (LAE) reserves represent the estimated ultimate net costs of all
unpaid reported and unreported losses and LAE. The reserves for unpaid losses and LAE are
estimated using individual case-basis estimates for reported Josses and actuarial estimates for losses
incurred but not reported (IBNR). Those estimates are subject to the effects in trends in Joss severity
and frequency. Although considerable variability is inherent in such cstimates, management believes
that the reserves for losses and LAE are adequate. The estimatcs are continually reviewed and
adjusted as necessary as experience develops or new information becomes known; such adjustments
are included in current operations. The ultimate settlement of losses and loss adjustment expcnses
may vary significantly from the estimated amounts included in the financial statements. Estimated
reserves are reviewed for adequacy by mdependent actuaries annually as of December 31", or
periodically, if needed.

12. SMIC has established a capitalization policy.

. Accounting Changes and Corrections of Errors

During the last financial examination performed by the Florida Office of Insurance Regulation, it was
determined that the Company should change its accounting method for the treatment of its Member
Contributions to Surplus that is being collected on each Sawgrass policy written. Since the Company®s
inception the member contributions were being reported in the Statement of Income as Other Income
and the OIR has now taken the pasition that these contributions be reported directly to Company’s
Capital and Surplus as Gross Paid In and Contributed Surplus. The impact of this change would have
overstated net incomc for the nine months ended September 30, 2017 by $1,849,141 and the prior 2016
year by $3,219,107. The cumulative effect of this change from inception on SMIC’s current balance
sheet reflects a reclassification of $25,236,071 from Unassigned Surplus 10 Gross Paid In and
Contributed Surplus but no change to the total amount of Surplus for the Company.

3. Business Combinations and Goodwill

NONE

4. Discontinued Operations

NONE

5. Investments

[l

A. Mortgage Loans, Including Mezzanine Real Estate Loan - NONE
B. Dcbt Restructuring - NONE

C. Reverse Mortgages - NONE

D. Loan-Backed Securities

FRECmTeTm

. Joint Ventures, Partnerships and Limited Liability C

As of September 30, 2017, Sawgrass had no Loan-Backed Securities to report as its entire long-term bond
portfolio was transferred to Heritage Property & Casualty Insurance Company on September 1, 2017.

. Repurchase Agreements and/or Securities Lending Transactions — NONE

Resl Estate — NONE

. Investments in low-income housing tax credits (LTHTC) - NONE
. Restricted Assets — NONE

Working Capital Finance Investments ~ NONE
Offsetting and Netting of Assets and Liabilities — NONE

. Structured Notes — NONE
. §* Sccurities - NONE

P

A. Detail For Those Greater Than 10% of Admitted Assets —~ NONE
B. Write-Downs For Impairments - NONE

7. Investment Income

6.1



STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual insurance Company

NOTES TO FINANCIAL STATEMENTS

A. Accrued Investment Income - The Company did not exclude any investment income due and acerued
from surplus.
B. Amounts Non Admitted ~ NONE
8. Derivative Instruments
NONE

9. Income Taxes

A. The components of the net deferred tax asset at September 30, 2017 and December 31, 2016 arc as

follows:
L 38172018 i 17 Chanee
&) (2} {33 “) O] ©) (o] ® [&]
(Col 142) (Col 4+5) {Col 748
(8} Gross Deferred Asoets  § 0s oS 0 s 08 03 0y 0s o0 0
(b) Statmtory Veluation
Allowsnce Adjustnent 5 0t os 0 s 0s 0% 0s s os ¢
(e} Adrusted Gross Deferred
Tax Assets (la—1b)  § 0t o [ 0s 0% 0s as os i
(4) Deferred Tax Assens
Nonadmitted 5 0s 05§ 0 s 0s 08 0s o5 o o
{€) Subiotal Net Admitted
Deferred Tax Asset
(e - 1) s 0s of 0 s 08 05 0§ 0s os 0
{D Deferred Tax Lisbilitics § 0s o oS o5 0§ 0$ ¢s oS 0
(&) Net Admitted Deferred
Tx Asseti(Net Deferred
Tax Lisbility) (Tle~ 1) § 08 os 0s 0% 0% 0s 08 o5 0
2 33142018 1231211 Chagge
) @) 3 [C)] %) {6 y] U] ]
(Col 142) (Col 443) (Cal 7+8)

Admission Celculation
Components SSAP No. 10}

{8) Foderal Income Taxes
Paid In Prior Years
Recoverable Through
Loss Carrybacks 3 0% o058 [ 0s o5 (< 0% 0% 0

(b) Adjusted Grass Deferred
“Tax Assets Expacted To
Be Realived (Excluding
The Amount of Deferred
Tax Assets From 2(z)
Abovej} After Application
of the Thresho!d Limi-
tation (The Lesser of
2(b)! and 2(b)2 Below  § 0s 0% [ 0s o0s oS cs 0s§ o

1. Adjuated Gross Deferred
Tax Assets Expected to
to be realized Following
the Balance Shest
Date. $ 0% 08§ -3 08 03 0s 0SS G3§ 4

Ld

Adjusted Gross Deferred
Tax Assets Alfowed per
Limitation Threshatd XXX XXX § 0 XXX XXX s 0 XX XK S 0

(c) Adjusted Gross Deferred
Tax Assets (Excluding
The Amount of Deferred
Tax Assets From 2(a)
and 2(b) above) Offset
by Gross Deferred Tax
Lisbilities. s 0f 08§ [ 0s of% 05 os o0 o

(d) Deferred Tax Assels
Admitied as the result of
Application of SSAP
No. 101.
Total (2a) + 2(b) + 2(c)) $ 0so $o0 50 $0 so $0 S0 $0

6.2



STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

March 31, December 31,
2018 2017

(8) Rutio Percentage Used to
Determine Recovery
Period and Threshold
Limitstion Amount. 15.000 15.000

(8} Amount of Adjusted Capital
And Surplus Used To
Determine Recovery Period
And Threshold Limitution
In2(5)2 Above § 636316 § 13,587,403

33172018 124312057
O} @) & &)

9
(Col 13} (C‘il ;4)

Impact of Tax-Planning Strategies

(2) Determination of Adjusted Grass
Delerred Tax Assots And Net
Admitied Deferred Tax Assets,
By Tax Character As A
Percentage.
1. Adjusted Gross DTAs Amoum
From Note 9A1(c) 5 [ 3 [ 0% o0 3 03 0
2. Percentage of Adjusted Gross
DTAs By Tax Charscter
Attributable To The Impact
Of Tax Planning Strategics c.0 0.0 [114) 00 00 0.0
3. Net Admitted Adjusted Gross
DTAs Amount From
Notz SA1(e) $ cs c s ¢S5 0 3 o s o
4. Perceniage of Net Admit
Adjusted Gross DTAs By Tax
Character Admitted Becsuse
Of The Impact Of Tax Planning
Stategies 0.0 0.0 00 00 0o 0.0

(b) Does The Company’s tax-planning strategies inchude the use of reinsurance?  Yes . No _X_

B. Unrecognized Deferred Tax Liabilities - NONE
C. Current income taxes incurred consist of the following major components:

eY) 2) 3)
(Col 1-2)
3312018 123172017  Change

1. Current Income Tax

(a) Federal

(b) Foreign

(c) Subtotal

(d) Federal Income Tax on Net Capital Gains
(e) Utilization of Capital Loss Carry-forwards
(f) Other

(g) Tederal and Foreign Income Tax Incurred

Ll N - )
COoOCcCoOoOOCO S
Ll R R R )
oo o o
Ll R = L)
CoOCcCooo

2. Deferred Tax Assets:
(a) Ordinary
(1) Discounting of Unpaid Losses
(2) Unearned Premium Reserve
(3) Policyholder Reserves
(4) Investments
(5) Deferred Acquisition Costs
(6) Policyholder Dividends Accrual
(7) Fixed Assels
(8) Compensation and Benefits Accrual
(9) Pension Accrual
(10) Receivables-Nonadmitted
(11) Net Operating Loss Carry-forward
(12) Tax Credit Carry-forward
(13) Other (including items <5% of Total
Ordinary Tax Assets)
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutuai Insurance Company

NOTES TO FINANCIAL STATEMENTS

(99) Subtotal $ 0s 08$ 0
(b} Statutory Valuation Allowance Adjustment § 08 08 0
(c) Nonadmitted $ 0$ 0Ss 0
(d) Admitted Ordinary Deferred Tax Assets

(2299 - 2b - 2¢) $ 03 0$ 0
(e) Capital:

(1) Investments $ 0% 0% 0

(2) Net Capital Loss Carry-forwards b 0§ 03 0

(3) Real Estate $ 0§ 0% 0

(4) Other (including items <5% of total

capital tax assets) $ 03 0$ 0

(99) Subtotal $ 08 0s 0
(f) Statutory Valuation Allowance Adjustment $ 0s 0% 0
(g) Nonadmitted 3 03 0$ (]
(h) Admitted Capital Deferred Tax Assets

2e99 -2f - 2g) $ 0$ 0s 0
(i) Admitted Deferred Tax Assets (2d+2h) § 0% 0 s 0
3. Deferred Tax Liabilities:
(a) Ordinary

(1) Tnvestments by 08 0% 0

(2) Fixed Assets $ 0% 0 s 0

(3) Deferred and Uncollected Premium 5 08$ 0% 0

(4) Policyholder Reserves $ [N 0% 0

(5) Other (including items <5% of total

capita! tax liabilities) $ 0s 0Ss 0

(99) Subtotal $ 0s 0 $ 0
(b) Capital:

(1) Investments $ 0$ 08 i}
(2) Real Estate $ 0s 0 0
(3) Other (including items <5% of total

capital tax liabilities) 8 0 s 08$ 0

(99) Subtotal $ 0s$ 0$ 0
(c) Deferred Tax Liabilities $ 0fs 0§ 0

4. Net Deferred Tax Assets/Liabilities (2i - 3¢) § 0S$ 0% 0

D. Among the more significant book to tax adjustments were the following - None
E. Operating Loss and Tax Credit Carry-forwards — NONE

F. Consolidated Federal Income Tax Return — N/A

G. Federal Income Tax Loss Contingencies - NONE

a

10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties Qf\-*)/

A.Nature of Relationships ) \;‘Jﬁ/ %C&L\;ﬁ/

Sawgrass Mutual Insurnnce Company (SMIC) is a mutual mxémce company domiciled in the State
of Florida. It has ro policyholders-or-policyholder Habilitiés and has discontinued the writing of all

kinds of insurance. SMI{hai;’ur%Q@ww  authority 1o the Office of Insurance
Regulation as required by settion 624.430(4), Florida Statutes, and intends to dissolve the corporation
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawg Mutual | Company

NOTES TO FINANCIAL STATEMENTS

as petmitted by section 624.430(3), Florida Statutes. SMIC owns § companies none of which own
any assets and none of which currently engage in any business activities. These companies are:

Effective August 6, 2015, Sawgrass Management Advisors Inc. (SMA) became licensed by the
Florida Department of Financial Services to act as the Company’s Managing General Agency (MGA).

On March 11, 2016, American Insurance Exchange, Inc., an insurance agency, became licensed by the
Florida Department of Financial Services.

On March 11, 2016, Insurance Operations Network, Inc. (ION) became duly incorporated under the
taws of the State of Florida and authorized to do business in this state. ION issued 1,000 shares (all of
the issued and outstanding shares) of ION to Sawgrass Mutual.

On March 16, 2016, Intuitive Software Development, Inc. (ISD]) and Virtual Video Solutions, Inc.
(VVSI) were duly incorporated under to laws of the State of Florida and authorized to do business in
this state. The companies provided IT software development services and IT Video software services.

Afier incorporation, ISDI issued 1,000 shares of stock to the Company, which represented all of the
issued and outstanding shares of stock.

On August 30, 2016, Sawgrass filed a “Form D” notice with the Office, giving notice it intended to
enter into a Policy Services Agreement with ISDL A copy of the Agreement was filed as wefl. On
December 1, 2016, the Office advised Sawgrass by letter that it had no objection to the Agreement.
The agreement was executed with a start date of January 1, 2017.

After incorporation, VVSI issued 1000 shares of stock to Sawgrass,
On September 1, 2017, Sawgrass entered into an agreement with Heritage Property & Casualty

Insurance Company to transfer its inforce book of business and its insurance assets and liabilities to
Heritage. The assets and liabilities that were transferred 1o Heritage arc as follows:

Net Loss and LAE Reserves $ 9,574,768
Uneamed Premium Reserves 16,455,936
Premium Tax Payable _.2B7.979
Tolal Liabilities $26,318,683
Paid Loss & LAE Recoverable $ 2,495,452
Premivm Receivable 2,517,500
Agent Commission on Uneamed Premium 1,810,153
Long-Term Bonds 15,598,662
Cash _3.896.916
Total Assets $26,318,683

B. Detail of Transactions Greater than 0.5% of Admitied Assets - NONE
C. Change in Terms of Inter-company Arrangements - NONE
D. Amounts Due lo or From Relaled Parties

As of March 31, 2018 there are no amounts due (o or from any affiliates

E. Guarantees or Undertakings with Affiliates - NONE
F. Management, Service Contracts, Cost Sharing Arrangements

There are no management, service contracts or cost sharing arrangements in effect with any affiliates.
G. Nature of Relationships that Could Affecl Operations - NONE

H. Amount Deducted for Investment in Upstream Company - NONE
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual insurance Company

NOTES TO FINANCIAL STATEMENTS
L Detail of Investments in Affiliates Greater than 10% of Admitted Assets - NONE

J. Write-down for Impairments of Investments in Subsidiary, Controiled or Affiliated Companies -
NONE

K. Investments in Foreign Insurance Subsidiaries - NONE
L. Investments in Downstream Non-Insurance Holding Companies - NONE
M. SCA Investments - NONE
N. Investment in Insurance SCAs - NONE
11. Debt
NONE

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compcnsated Absences
and Other Postretirement Benefit Plans

A-D Defined Benefit Plans - NONE
E. Defined Contributions Plans
The Company terminated its 401-K plan effective December 31, 2017.
F. Multi-employer Plans - NONE
G. Consolidated Holding Company Plans —~ NONE
H. Post Employment Benefits and Compensated Absences — NONE
1. Impact of Medicare Modernization Act on Post Retiremnent Benefits - NONE
13, Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations
1. Outstanding Shares - NONE
2. Preferred Stock - NONE
3. Dividends - NONE
4. Dividends Paid - NONE
5. Dividend Restrictions - NONE
6. Surplus Restrictions - NONE
7. Surplus Advances - NONE
8. Company Stock Held for Special Purposes - NONE
9. Changes in Special Surplus Funds - NONE
10. Unassigned Funds (Surplus) - NONE
11. Surplus Notes

The Company issued the following surplus note, the rights to which is currently owned by Sompo
International through its wholly owned subsidiary, Cladium Inc.:

Interest Total
Par Value And/Or Inerest Unapproved
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

(Face Carying  Principal And/Or Interest
Date interest Amount of Value of Paid Current Principal ~ And/Or Date of

SN9014  657% $30,000,000  $30,000,000 30 $569,85 85,503,405 12/31/2018
Total $30,000,000 $30,000,000 30 569,865 $5,503,405 XXX

12. Quasi Reorganizations - NONE

13. Effective Dates of Quasi Reorganizations - NONE

14. Liabilities, Contingencies and A t
NONE
15. Leases
A. Lessee Leasing Arrangements
a. In 2013, Sawgrass Mutual Insurance Company entered into a five year home office lease with

Duke Realty Limited Partnership in Sunrise, Florida which commenced on December 1,2013.
Vanderbilt Office Properties assumed the lease from Duke Realty, which sold the building to
Vanderbilt in May, 2015. The terms of the lease did not change as a result of the sale.

The minimum annual rental commitments for the office leases are as follows:

Year Ended

December 31 Amount
1. 2018 $ 100,010
2. 2019 $._.11.389

Total $ 111,399
b. The Company has not entered into any sales or leaseback arrangements.

B. Lessor Leasing Arrangements - NONE

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial
Instruments Witb Concentrations of Credit Risk

NONE
17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

NONE

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

NONE
19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators
Name and Address Tota}
of Managing Genoeral Types of Types of Direct
Agent or Third FEIN Exclusive Business Authority Premium Written/
Party Administration Number Contract Written Grmted Produced By
Sawgrass Management
Advisors, Inc., 1000 Sawgrass
Corporate Pkwy., Suite 100,
Sunrise, FL 33323 474627054 YES Homeowners u 0

20. Fair Value Measurement

A. NONE
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutua! insurance Company

NOTES TO FINANCIAL STATEMENTS

B. NONE

C. NONE
D. NONE

Other Items
A. Unusual or Infrequent ltems - NONE
B. Troubled Debt Restructuring for Debtors - NONE
C. Other Disclosures
a. Agents’ Balances Certification:

1. The amount of Agents’ Balances or Uncollected Premiums as reporied on Page 2 Line 15.1
was $0.

2. The amount of Agents’ Balances or Uncollected Premiums as reported on Page 2 Linc 15.2
that was due from “controlled” or “controlling” persons was $0.

3. The Company hereby certifies that there were no balances receivable from a “Controlled” or
“Controlling Person” as defined in section 625.012(5)(b), Florida Statutes for the period
ended March 31, 2018,
b. Special Disability Trust Fund Disclosure: The Company hereby certifies that no credits were
taken, no payments were received, and no amounts were assessed from the Special Disability
Trust Fund for the current or prior year. This statement is submitted for compliance with Chapter
625.091, Florida Statutes.
D. Business Interruption Insurance Recoveries - NONE
E. State Transferable and Non-transferable Tax Credits - NONE
F. Subprime-Mortgage-Related Risk Exposure — NONE
G. Insurance Linked Securities (ILS) Contracts - NONE
Events Subsequent

During the period subsequent to March 31, 2018, and prior to filing of this statement the Company
remains in compliance with all statutory financial requirements,

Additionally, there is ongoing litigation between the Company and Sompo International regarding
Cladium, Inc., which as of the aftemoon of May 15, 2018 has reached a tentative settlement.

Reinsurance
A. Unsecured Reinsurance Recoverables
As of March 31, 2018, Sawgrass has no reinsurance recoverables.
B. Reinsurance Recoverables in Dispute - NONE
C. Reinsurance Assumed and Ceded - NONE
D. Uncollectible Reinsurance - NONE
E. Commutation ol Ceded Reinsurance - NONE

F. Retroactive Reinsurance - NONE
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutuai Insurance Company

NOTES TO FINANCIAL STATEMENTS

Q. Reinsurance Accounted for as a Deposit - NONE
H. Disclosure for the I'vansfer of P&C Run-off Agreements - NONE
I Centified Reinsurer Downgraded or Status Subject to Revocation - NONE

J. Reinsurance Agreements Qualifying for Reinsurer Aggregation - NONE

. Retrospectively Rated Contracts & Contracts Subject to Redetermination

NONE
Change in Incurred Losses and Loss Adjustment Expenses - NONE
Intercompany Pooling Arrangements
NONE
Structured Settlements
NONE
Health Care Receivables
NONE
Participating Policies
NONE
Premium Deficiency Reserves
NONE
High Deductibles
NONE

Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment
Expenses

NONE

Asbestos/Environmental Reserves
NONE

Subscriber Savings Accounts
NONE

Multiple Peril Crop Insurance
NONE

Financial Guaranty Insurance

NONE
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STATEMERT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual insurance Company
GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES

GENERAL
[Xd the reporting entity exparience any matarial rensactions requiring the filing of Dislosure of Matena! Transsctions whh the State of Yes | | e [X}
Domicile, as required by the Moda! Act? .. W N —
I yes, has fhe repori been flled with the domiciliary stale? S Yes [ ] Mo [}
Hes any change been made during tha year of this satament in the chansr, by-laws, articles of incorporation, or deed of setiement of the
reporting erity? _ R . Yes { ] Ne [X)
if yos, date of change: . ____ - [
IsmnmporhgmﬁryamambauvnnInsursneeHaiding(:ompanySy:tumwnsistingulmunm-mﬂnbdm“omnrnmd Yes [X) Mo [ ]
which is an insurer? P
#yes, complate Gchedule Y, Parts 1 and 1A,
Have thers been amy changes in the izadicnal chan since the prior quartar end? Yes { ] W [X]
1f the responsa to 3.2 ik yes, provide a brief description of thoso changes.
I8 the reparting entity publicty raded of @ member of a publicty radad group? .. I . . Yes { ] Mo [X]
1f(he response 1o 8.4 is yes, provide the CIK (Ceniral Indax Key) code Issusd by the SEC for the - SR
Has the raparting enitty bean a party to a merger of consolidition during the period covered by tis statement? ... — Yes | | Mo [X)

I yez, provids the name of entity, NAIC Company Coda, and siate of domicis {use M letier atete abbreviation) for any entity that has.
ceaged to exist ax & result of ke merger or consaolidation.

1 2 3
Name of Entiy NAIC Comoany Codel Stete of Domicile
I

i1 the reporting antity Is subject i & management egresmenl, including ird-party administretos(s}, managing general ageni(s), BHomsy-in-
fact, or similar agreement, have thare been any significant changes regarding the tarmes of the egreementor principals bvobved? . Yes [ ] Bo [X} N [}

Wyes, stisch an explanation.

State as of what dale the latesl finandial exeminalion of the reporting entlly wes made o is being made. ________ . 23t
State the as of dats that the iatast financial examinaiion report became avellabl from sither the state of domicie of the reporing antlly.

This dute showld be the date of the examinad balance shesi and not the dets the repori was ar released. 1213112011
Stte &a of what dme the atest firancial axamination report became availeble 10 other states or te public from either e state of domicile

or tha reporting antlty. This is the refeass date or compietion date of the examination report and not tha date of the axamination (batance
shoel cate). . S e DBI0BI2013

By what departmenl of daparimenta?
Florida Oifice of Insurance Reguiation, .
Have alf finandial statarment edjustments within the latest fnancial repor bean for in B sub: financial
statamant filed with O e e

Have aft of the mcammendafions within the latest fnanciat examinztion report been complied With? ...
Hax this reporting entity had any Carfificatss of Authority, licenses of registrations {indluding corporate reg siration, if applicable)
suspeaded or revoked by any governiments] entity during the repcriing perlad? Yes |} Mo {X]
H yes, give bl information;

LR R U]
TR

is the company o subsidiary of & bank holding company reguleted by the Federa) Reserve Board?. . - S, Yos [ ] e {X]
il response to B.1 is yas, plonse identify the name of the bank hotding company.

Is the company afiilialed with ona or more banks, thrifts or securities Ks?.___ . . Yes | ] Mo {X)
i responae to 8.3 is yas, pleasa provide below the names and kocation (city and stals of the main office) of any afiates regulated by &

fodsral reguislory Barvices agency fi.e, the Federal Reserve Board {FRB), the Office of the Gormpirolier of the Cumency (OTC), the Federa!

Deposi Insurance Corporation (FDIC) and the Securities Exchange Cammission (SEC)] and identy the affilate’s primary federal

raguistor.}

1 F 3 4 5 [ 1
Location
Afifiste Name (Chy, State) FRE oce FDIC




STATEMENT AS OF MARCH 31, 2018 OF THE Sawgress Mutual Insurance Company

GENERAL INTERROGATORIES

9.1 Are the senior officers (principat executive officer, principal finandial officer, principal accounting officsr or controfler, or parsant periamning
limﬂnrlunﬁonl)dnmﬁwmmnﬂhamﬂenfummhﬁudﬁmhm Yes [X] No |}
{a} Honest and ethical conduct, including the ethical handling of aciual or apparent conflicts of interest betwean persana! snd profesalonal retationships;
{) Fuli, fair, sccurate, imely and undersiandable disciostire In the pericdic raports required to be filad by the reparting entity;
(9 Compliance with bie g laws, ruies and
{d) The prompt intemal reporling of violetions fo an sppropriaie person or parsons Kieritified in the code; and
{6} Accountabiy for adherance to e code.

9.11 ifthe msponse to 9.1 is No, plesas axplsin:

92 Has the cods of athics for sehior menagsrs beer amended? _ P Yes | ) #o [X)
0.21 Ifthe response io 9.2 & Yes, provide information retated o amendment(s).
83 Have any provisions of ihe code of ethics bean waved Ko sy of s spocified offiers? .. N B} Yes [ ] Mo [x]
9.31 Ifthe reapanse 1o ©.3 is Yez, provide the nature of any wilver(s).
FINANCIAL
101 Does the reporting enitty report any amounts Gue fram parent, subsidiaries or aMgtes on Page 2 of this etatement? Yes [} Mo X}
102 if yes, indicate any amounts mecelvable from perent inciuded in the Page 2 amount.... ... S -
INVESTMENT
1.1 Were any of tho stocka, tonds, or ativer assets of tho reparting entity foaned, pisced under option agraemani, or otherwise made avaliabla
for use by ancther psrson? {Excuds securties under securities landing agreements.) Yos [ ] %o [}
11.2 Ifyes, give lull and completa information relating thereto:
12, Ampunt of real estate Bnd mortgages held I other invested assets in Schedule BA: 3 DR
13, Amount of real estate and heid in short-term i . [ S 0
4.1 Does the reporting enlity have any investments in paront, subsickarias end affilunsy? e e e e s 2 e Yes { | No X}

4.2 it yes, plaase complete the folowing:

1 2

Pnn( Yeur-End Curreni Querter

BockiAdjusted

Currylng Vale Canrylag Valus

14.21 Bordls ] L [ - 0

1422 Praferred Btock s ¢ 3
1423 Commen Stock s £ s
1424 Ghort-Term $ o ¢
14.26 Mcnunqo Loans on Real Exisie H [ s
s N} §

ries und Afiiales.
(Sublotal {ines 14.21 fo 14.28)._
429 Total Invesiment n Paren nciu in Lines 1421 o 1428

" -
|
= o
-
o

15,1 Has the reparting enlity amiered imto any hedging transactions reparted on Schedule DB? . Yes ] N (1)

152 If yas, has a comprehensive description of the hedging program ben made svailabie to the otale? ... . . Yes [} v ]}

if no, atisch a description with this statement
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawg Mutual | C

GENERAL INTERROGATORIES

For the reporting entity’s security lending progrem, state the amount of the foltowing a of the current stalement dete.
181 mervdennanuutmmmmmmum\mz

162 Total book adjusted/canying valua of reinvesied colateral es3ats reported on Bchedule DL, Parts 1 and 2
163 Total payable for securitiss lsnding reponed on the liability pege

Excluding e in Bchedule E — Part 3 — Special Daposits,
entity's offices, Vauls or safely deposi boxes, were 67 stocke, bonds and other sacurities, owmed thro, the curmeat yenr heid

ughout
pursuant to & custodial mwﬁhawnﬁn@dmuwnmmiﬂmm with Saction 1, i) ~ Genaral

Examination
Considerations, F. Outsourcing of Critical Functions, Custodial or Safekeeping Agresmants of the NAIC Fnendal Condiion Expriners

Moﬂm.mﬂammmmmhﬁmhhnmm

- Yes [ ) o [X]

For all agreemants that comply with the requirements of the NAIC Fingnoiel Conciion Exarminess Handbaok, complete the Foliawing:

2
Cdgtodian Address

Name of M1 L) i I

For aif agrsaments that do not comply with the requirements of the NAIC Finansaf Condition Exerminers Hanatook, provide the neme,

kecation and a compiete explanation:

I

! @ Complet >

1
8 Name(s)
S

Have there been any changes, indluding name changey, in the custodian(s) identified in 17.1 during the curter quartsr?

It yes, give Al and complets information relating thereto:

[

Yes [ ] Mo [X]

2
Old Custodian New Custodian Reason

3
Dats of Change:
1

-

~ identify afl advisors, i managers, , mcluding & that have the
muthority fo make investment dedsiens on behalf of the reporting erity. For asteds thal are managed inlemally by empioyess of the
reporting endity, note as such, [*...that have eocess 1o the Investment wcoounts”; *.._ hantie securiios}

2
Affiliation

1
| Name of Firm or Individual

17.5087 Fer those finmadindlyiduals fiated in the table for Question 17.6, do any Erma/indivicusts unaffilialed with the reporting enthy

(L.e., designated with & "U’) menage more than 10% of the reparting enlitly's assets?

17.5098 For fimnsfindividuals unaffllated with the reporting entity (1.e., designated whth & 'U')}mod In the table for Question 17.5,

doas the total assats undsr management &ggregate to mane than 50% of the reporting entity’s assets?

Yes [ ] Mo[X]

Yes| | Mo [X]

178 For those firms or individuals stsd In the labte for 17.5 with an affifintion code of "A” (affiated) o "0 {unaffiiated), provide the information for the Lable below.

181
18.2

1 2 [] 5 1
Central Registration Name of Fimm or Lage! Entity investment Managemest |
Depository Number individual Identifier (LED Agreemment {IMA) Filed

Have &i the fillng requiremerts of the Purposss and Procedures Manual of the NAIC invesiment Analysts Office boen foliowed?
H ng, kst exceptions:

By sslf-designaiing 5°GI sacurities, the rsparting eniy is ceriffying fhe following alements for each aeli-designated 5°G) socurity:
a.  Documentation necessary to permil a full cradil analyeis of the security dees not exist
b.  issuar or abligor ik current on all contractad trensst and principal payments.
€ The insurer has an actusl expectation of ultimata payment of el contracted inlerest and principat.

Yos {X) Mo [ ]

fes [ ] Mo [¥]

Hea the reporing entity seit 56
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawg Mutual insu C

GENERAL INTERROGATORIES
PART 2 - PROPERTY & CASUALTY INTERROGATORIES

1. if the reporting entity Is & mamber of a Ppooling amengerment, did the egreement or the reporting andity's participation change? ......
If yes, shtach an explanation.

Yes [ ) No ] M (1)

2. Has the reporling entily reinsured mymvdlhlnydﬁwnmnqmwwaqmedmmism auch entity from hbmly In whola or in par,
from any 10ss thal may eecur on the risk, OF POTON PO, MIMBUMAD ... oo oo o Yes |} % [X)

K yes, attach an expianation.

-1 Have any of the reporting entity’s primary reinsumnce contrad's been canceled? ... You { ] Mo fX]
32 ifyes, give full and compiste information thereto.
.1 Are eny of the liabilities for unpaid losses and loss adjustment sxpenses other than certain workare compensation tablier reserves (sse
Annual Stetemen! Insiructians pennn)na to disclosure of dlmumng for definition of “tabutar ressrves,” discounted at a rate of inlarest
greater than 28107 .............. Yes [ ] M []
42 Hyes, complete Lhe foliowing schedule:
TOTAL DISCOUNT GISCOUNT TAKEN DURING PERIOD
1 2 3 4 5 8 7 8 El 10 11
Maximum Discaunt Unpaid Unpaid Unpaid Unpsld
Lirie of Business interest Rate Losgas LAE 1BNR JOTAL Lossas LAE 1BNR TOTAL

TOTAL 1] [4 Y [] [] ¢ [} g
5. Operating Percentagas:

5.1 AkH ioss percent 0.0 %
5.2 ABH cost containment perosnt ... . .. - 0.0 %
5.3 AAH empense parosht excluding coal containment expanses.. . . . 0.0 %
81 Do you act 65 @ custodian for health tavings scomunis?. - Yes [ ] Mo [%)

62 ifyes, piaase provida the amount of custodial funds held as of the reporting dete..,. s S
63 Do you act a5 an adminitretor for heslth savings sccounts?. .. Yes | | Wo [Xl
84 Nyu.mummmmmumnndumummdnmmmmgum . 1 -~
It tha reporting entity ficansed or chartersd, registarad, qualified, skigible or writing business b ai feas! wo sisies? Yes [] W[ ]

8 It o, does the repariing entity assume reinsurence business thet covers dsks residing in ot least ons siaie other than the state ot domiciie

onherepnmnq Ry e e e e e oot oo SO Yes [ ] Nof |



STATEMENT AS OF MARCH 31, 2018 OF THE Mutuai

SCHEDULE F - CEDED REINSURANCE
S S Shawirg A New Reloeurers - Currwrt Yt i Onta [
1 7 S « B i [
NAiC | Ralnacrar Reting
Code | 1D Numbar MName of Reinwret Domiclly'y Juindiction Tepe afRoipures | [\ MyoughE)




STATEMENT AS OF MARCH 31, 2018 OF THE 8

Ci

g Mutual |

pany

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Currwrdt Year to Date - Aflocated by States and Temitories
1 Direct Promiurns Witten Direct Lossex Paid (Ded: Salvage) Diroct L.osses Unpaid
2 3 4 5 L 7
Current Yasr Prior Year Cunent Year Prior Yaar Curent Year Prior Year
To Qate TaDate To Deto To Daty To Dats To Dats

DToonwhobbbobo

. Panneybvenle ...

40, Rhode Island
+ So. Carofing ...
. §o. Dakota

41
a
@
44
45,
8
47
48
49. Wesl Virginia
0. Wisconsin ...
51
s2
53
54
ES
6.
s2.
88,
5

. Wyoming ...

. American 8amor
Pusrto Rico ... ..
U.S. Virgin islands..

. Northem Marlana isiands.. MP.

. Caneda....
. Aggregate Other Alien..... OT |
Jotals

e CANLL

H [ T T A A I A TR L
mrhbebbeobobhoboobbobubbobobobbbobobbbbnmmbe bobe o

DETAILS OF WRITENS

Summlly of remaining write-
Ins for Line 58 from overfiow

page. s seneve
. TOTALS (Lines 58001 throug

58003 pius 58998) (Line 58
bove)

2bove,
{a) Active Status Counts

L ~Lcensad or Ghartered — Licensed insurance carrter or domniciied RRG

E - Eligibio ~

Reporting entittes ebgible or appraoved t wiite surplus lines in the ststs (other
than their state of domicile ~ Gee DBLI)
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL GHART
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STATEMENT AS OF MARCH 31, 2018 OF THE S

Mutusa) | c

SCHEDULE Y

PART 1A - DETAIL OF INSURANCE HOLDING COMPANY SYSTEM
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual insurance Company

PART 1 - LOSS EXPERIENCE

Current Year io Dats 4
1 2 3 Pror Year o
Direct Fremiums Direct Losses Direct Loss Daie Direct Loas

Uine of Business Eamed ingucred Paroamage Percentage.
1 Fire SR B [
2 Alfied dnps . Iy
3 Farmowners mulfipke peri L6
4 multiple parit s
£, Cammercial muHiple pesit b,
[ Mortgage guaranty . )i
8 L
9 8
1. Financial guarsnty ¢
111 Medical i ity i
112 Medicat professional habthly “tiaims made....... i
12 Earthquake . .
1 Group acodent and hapith o
ki} Credit accicen! and heath .. £
ol

18, Oihor accident &nd healtt: ..
8. ‘Workers’ i
1w Oihar lablitty
17.2 Other liability-ctaims made....
173 Excess Workers' Compensaton .
181 Products ligbility-occurmence
18.2 Products libility-claims made
18.4,19.2 Private passenger auto kabifity
18.3,19.4 el @sto bability
21 Autp physics! damage

covnbhbobovbnoanobmbibibionis

OmDooohobhonDonbrnobDDDP D Do MmO oo

Domomaoms PobohbbbbobhboDBb e DB Mmoo )

22, Ajreva (=il parils) . §
23. Fidelity g
24 Surety ... K]
2. Burglaty and thatt
27 Boiler and mnﬂw\nry W
28 9
29. 0
30 0
31 Reimsurance - Nonpmpomnna' Assumes Proparty
32 Remsurance - Nonproportional Assummed Liabiiity ...
33. Relnsurance - Nonpreportiona! Assumed Financial Lvnes
34, Aggregate writa-ins for ather tines of business ..
35, I0TALS
DETAILS OF WRITEANE
i . 2.0 0.0
3402 0.0 0.0
3403, . . [ B4 0.8
3498, Sum. of remaining writs-ing for Line 34 from cvarfiow page .. __ & ) 8.0 0.0
3490, Totals {Lires 3401 through 3403 Flus 3468) {Lins 34) by [ 9.0 [N
2 3
Curment Current Prior Yaar
Line of Business Quansr Yearfo Date Yeat io Date
1 Fire ... - - -
2 Allied lings . ..
3 Famawners muttipia perit
4. Homeowners muilipie pent ...
5. Commerdial multipte peri -
&
3
9.
10.
1.4 Madica) ionat kabdiy

12 Maodical professiona! habilly-Ciarms meds
12, Earthquake

13 Group scciget nd health
“ Credi eccident and health
15. Other sccident and heith .
18, Workers'

171 Other lisbility cccumonca

172 Otter fibility-claims meda,
17.3 Excass Woriers’ Gormpansation.
8.1 Products pblity-occurrence. .
182 Froducts iability-claims made
78.1,19.2 Private passenger auto lishil
18.3,19.4 Commercial auke labifity

Rttt d s R ST YR ST S INTEN 2N R N T SN IS TS S A MG G A I

| Phbooboocanhbosoborbeobms e Dooon b

21 ALle physical dameage

22, Aircraf (all perifs)

22. Fidaify

24, Surety

% Burglary and theH ...

27. Baiier and Y .

2. Credit .. ...

29

3. Warmnty, .

B Reinsurance - Nonpropartional Assumed Praperty .

a2z Reinsurance - Nonpropantional Assumeg Liability

33, Reinsurance - Nonproportional Assurved Finandial Lines

34, Aggregata write-is for olher lines of businass [ [ [}

ECH TOTALS [ g [

DETAILS OF WRITEANE

3401 N 2
3402 -
3402, I
3498, Sum. of remaining weile-ins for Line 34 from averfiow pag - - g

3599, Totals {Lines 3401 through 3403 plus 34883 (Line 34)

13




BTATEMENT AS OF MARCH 31, 2018 OF THE i1 Mutual b G

PART 3 {000 omitted)

b1

LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES SCHEDULE
] 5 [ E2S R R ¥

0 Ei T iz EER.
Puot YearEnd | Pricy YaarEnd
Q6. Dxto Knawn Knawn Cace Looe - IINR Losswd | Prior YaaEnd.
2018 Lows e Q.6 Date Known | Case Lose and 20 LAE Reostvee | LAE Roearves | Tonw Loss arct
UAE Payruacss on Cass Lows mnd 1 LAE Reasrvas cn Davaioped Cowioped LAE Ruseve
Prior Yewr-End Claime Tokal 2018 Lam | LAE Reaervass on | Cisia S Lo | (Seviegey i Devaioout
Prior Yeur-£nd BaR o Reopened | 0.8, Daie 1BNR e (Savingaly
Years in Which Cese Low and (AE an of Prior Loms end LAE Rosecves (Con d+7 | CanbIBID Deboisncy
and LAE Resarves|  Fasrves Resarss \CoaT+B1 | minmColt | minsCol | ok 11412
1B ePhor )L 14 -} S B B e [ SEE——

Ae%ciGoll, | Ma%ciCd.2 | AXaiCa3,
holdars jon) Umw? Line? tne 7.




STATEMENT AS OF MARCH 31, 2018 OF THE Sawgress Mutua! Insurance Company

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplementsi reports are requirsd & be fiad as part of your statement fifing. Howaver, in the wvenl that your company does not transsdl the type of business for
Mvin\thc|pedalmpnﬁmuslbellod,yourrupunudNOhmmmmﬂuwhmdmnaamﬁw:ndawmﬂbcpmlcdbduw. ifthe
wppmmklequhdmmwmbmlsm(bommhrmltwermasonanmﬁiamﬂwmm.nwmmmmmmmwm.

Besponse
3. VMK the Trusiaed Surplus Statement be filed with the siate of domicie and ihe NAIC with this staterment? SV | B
2. Wi Supplement A © Bchadule T (Medical Liabilty be filed with this R | B
3 WAf the Medicare Part D Coverage Supplement be filed with the sate of domicle and the NAIC with this statement? R 1
4. WV the Director &nd Officer nsurance Coverags Supplement ba fifad with the state of domicile and the NAIC with this O
Expianation:
1. Busfness Not written

2. Business not wiitton
3. Busitess not written
4. Business not written

Bar Coda:

"~ *13619201849000001*
* *13619201845500001*
* *13619201836500001*
* *13619201850500001*



STATEMENT AS OF MARCH 31, 2018 OF THE Sawg Mutual J

OVERFLOW PAGE FOR WRITE-INS
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STATEMENT AS OF MARCH 31, 2018 OF THE Sawgra

Mutual §

SCHEDULE A - VERIFICATION

Real Estate

1
Year To Dase

Prior Year Ended
December 31

1. Book/sdjustad camying vakse, December 31 of Priot Year ......_...........
2. Cosl of ecquired:
21 Anuulmsia(lmedlequlshcn

1 Tota! gain (loss) on disposala._......
5. Detued smous recelved on dnpeuh
8. Tola! foreign sxchangs change in CEMYng vaie,

=

7. Dedud cument ysar's olherthan-ismporery impaimment recognized

8. Book/adjusied csimying value st m- and of cumren period (Linee 142434+4-5+6-7-8)...
10. Dsduct fota! nonadmitied amount

H
j 8. Dedutt current year's
i
|

__ 1. Statement vafue at end ol‘wmntganod g.m 8 minus Line 10}

oD

ochbomobbons

SCHEDULE B - VERIFICATION

Loans

Year T Date

. Baok valudmad invesiment sxcluding accrued ntarest, December 31 of prior yabr.
2 Cost of acyul
21Auullmﬂnnlmnd il -

22 Addnional i

made after
3. Capitalized deferred interast and tther ..

4. Accrust of discount

5. Unrelized valuation increass {decresss;

B Toul gnm (lass) on disposals _
uct amounts received on dixpouls

B Dodun amonization of premaum sad mortgay nd
0. Total foreign axchange changs in book vnimlmcmdad investment exciuding um’md imerest

10. Deduct currem year's

14, Book valut/recorded invastment enuudmg accrued interest &t end of curenl period (Einea 1+2+3+4+548-7.

B49-10) ... .
12, Total valuation allowarce.

R

43. Subtotal {Line 11 pius Unn 12\

14. Deduct tolat

15._Statement value ai and of anlw {Lins 13 minus iine 14)

cabbb

SCHEDULE BA ~ VERIFICATION

Oihsr Long-Term Invested Assets

1

Yeer To Date

2
Prior Year Ended
Decembar 31

1. Book/adjusted carrying value, December 31 of prior year . e

2. Cast of acquired:
2.1 Aciual oost at me of

2.2 Additional investment mada afler acquisition __

3. Caplializad detarred intersst and other. ...
4. Accrual of discount

6. Unroakzed valuation increase (decrease) ______
6. Totai gain (oss) on disposals.

7 Deaduot amounts received on disposals.
8. Deduct i

of premium and 4 P

9. Toial formign exchange change in

caTying vaiue.
10. Deduc! curent year's other-than- ke

1. Book/edjusted camying vn.\ua at Iﬂd of curen period {Linea 142+5+445+6-7-8+8-10).
12, Daduci total

coobbbbbbbobs b

13, smamvweasendoiumlpenodgum 11 minus Line 12}

SCHEDULE D - VERIFICATI

Bonds and Stocks

ON

1
Yesr To Data

2
Priot Year Ended
December 31

1. Bookladjusted camying value of bonds and stocks, Decamber 31 of prior yaar
2. Cosl of bonds and slocks acquired

20,080,817

3, Accrual of discount .

4,589,313
343,937

4. Unrealized vaiugtion Inuuu {astrenne)

5. Total gain (loss) on disposals,

6. Dedud consideration for bond:

7. Deducd of pramium.

8. Total foralgn exchange change in

9. Deduct cumrsnt yaar's oahar-th:

10. Total i a resutt of penaties [

income
11, Book/adusted camrying value at ond ov current pariod {Linas 1+2+3+4*5-6\7~8-9¢1 0).
12. Deduet total

Sio1
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STATEMENT AS OF MARCH 31, 2018 OF THE Rutual Comp:
SCHEDULE D - PART 1B
Showing the Aqulakiaxs, Dispoalions and Non Trady Activity
Pring. for all Sonds and Prefared Bioch by RAKC Desty nation
1 2 3 4 H € [
BookiAdfusted Non-Trading i
Carrfing Vo Aogexions Tispostions Actity Carrying Yats Carryg Vot eyl Viatia Carying Vaim
‘Baghning o During During During Emol Eo End ot Decemiver 31
Curvar Quaster Curars Qe Cumest Guartay Current uartar Bt Quatter Thica Quartey rior Yo

1 — i3
2 S|
Y e - [l
& HRIC &(B) e e e SO - D
E NAICBis) oo -8 -
B HAIC B {a). ] ]
7. Totw! Bords 9 4
PREFERRED BTOCK

O e . B . .3 B e} —

RS . S —— BE o EJ

[} - e ] S e

0 -} ( . s

) - - SUCE ] @

Q 9 8. 8

[} ¢ ] g 9 L] 2

U] 4 0 £ 2 9 9

INAICES

Wount of shot e and cazh equiaient banda by NAIC sesignatior: NAIC 18

LTV T -




STATEMENT AS OF MARCH 31, 2018 OF THE Sawg Company
SCHEDULE DA - PART 1
Short-Tesm Investments:
1 S 2 4 5
E F Paid for Accrued
Intarast Cotlected interest
Year To Dae Year To Date
2193889 XXX
SCHEDULE DA - VERIFICATION
Short-Term lnvestments
1 2
Prior Yaer
Yesr To Date Ended December 31

1. Book/edjusied carying vahme, Decermber 31 of prior year. _— - K]
2. Cast of short-tenm investments scquired 396,009
3. Acoual of discount - - .. Bt
4. Unreallzed valuation i . L
5. Tots! gain (loas) on disposals .

€. Deduct coneideration received on disposais

7. Ceduct jon of premium

8, Tola foraign exchenge change i bock/adiusted carrying value._ ... [
9. Daduct cumenl your's other-th porary impa ]
10. Book/adjusied camying vaiue at end of current pariod (Lines 142+4344+5.6.748-9)._ .. N - _0
11. Daduct total itterd amounts. )
12, _Statement value &t end of cumrent gedod (Line 10 minus Line 11} ] ¢

S103



STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual insurance Company

Schedule DB - Part A - Verification

NONE

Schedule DB - Part B - Verification

NONE

Schedule DB - Part C - Section 1

NONE

Schedule DB - Part C - Section 2

NONE

Scheduie DB - Verification

NONE

Scheduie E - Part 2 - Verification

NONE

Schedule A - Part 2

NONE

Schedule A - Part 3

NONE

Schedule B - Part 2

NONE

Schedule B - Part 3

NONE

Schedule BA - Part 2

NONE

5104, S105, S106, S107, S108, E01, E02, £03



STATEMENT AS OF MARCH 31, 2018 OF THE Sawgrass Mutual insurance Company

Schedule BA - Part 3

NONE

Schedule D - Part 3

NONE

Schedule D - Part 4

NONE

Schedule DB - Part A - Section 1

NONE

Schedule DB - Part B - Section 1

NONE

Schedule DB - Part D - Section 1

NONE

Schedule DB - Part D - Section 2

NONE

Schedule DL - Part 1

NONE

Schedule DL - Part 2

NONE

EQ3, E04, EQ5, EO06, EO7, E08, E09, E10, E11



STATEMENT AS OF MARCH 31, 2018 OF THE Sawg Mutual | Company
SCHEDULE E - PART 1 - CASH
Month End Depository Balances
1 2 3 4 5 Book Balanos at End of Each [
Month Durdn Cument Quenter
Amount of Amount of € 7
Intarest inforast
Received Accrued &t
Rate During Currani
of Curent. Statemernt
Decosittry. Code | imterost Quarter Rate Firgt_ Month d
pea wepasitor as y7e3d
o T {1 — L ) 7 Ky W
The borthorn Trus: Copay Fors_Lauderdale, .. " 0,008, 1,276, 56 R
0198568 Deposits in depositories fhat
0! exosed e alioweble imil in ey one dopositery
1802 fnstiuctions - fen Depositor jes X Xax O £+ 3
[l X B ] 978, 196 3% 080 320,060 § XX}

D199%S Teiat ipee Dposiio:ies

089260 Tolal &”»mmsn
in savpay s lice

; 085E00 Yolal

ki [1)
XX XX
] [}

E12

BEE
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STATEMENT AS OF MARCH 31, 2018 OF THE Mutual

SCHEDULE E - PART 2 - CASH EQUIVALENTS

T




Sawgrass Mutual Insurance Company
Revenue for 2017 Placement

100% Deposit Deposit Premium

Risk Ref Program Premium Placement Due NA Brokerage
USN170000925 Cat 1st XOL 1,140,000.00 100.00% 1,140,000.00 114,000.00
USN170000927 Cat 2nd XOL 4,200,000.00 100.00% 4,200,000.00 420,000.00
USN170000930 Cat 3rd XOL 1,750,000.00 100.00% 1,750,000.00 175,000.00
USN170000935 Top or Drop 1,050,000.00 36.25% 380,625.00 38,062.50
USN170000936 Top or Drop Prvt Placement  1,350,000.00 63.75% 860,625.00 86,062.50
USN170000937 RPP 1st XOL 476,520.00 100.00% 476,520.00 47,652.00
USN170000940 RPP 2nd XOL 970,200.00 100.00% 970,200.00 97,020.00
USN170000941 RPP 3rd XOL 134,750.00 100.00% 134,750.00 13,475.00

9,912,720.00 991,272.00
Broken down by Installment

6/1 Installment  NA Brokerage

USN170000925 Cat 1st XOL 1,140,000.00 100.00% 570,000.00 57,000.00
USN170000927 Cat 2nd XOL 4,200,000.00 100.00% 2,100,000.00 210,000.00
USN170000930 Cat 3rd XOL 1,750,000.00 100.00% 875,000.00 87,500.00
USN170000935 Top or Drop 1,050,000.00 36.25% 190,312.50 19,031.25
USN170000336 Top or Drop Prvt Placement  1,350,000.00 63.75% 645,468.75 64,546.88
USN170000937 RPP 1st XOL 476,520.00 100.00% 238,260.00 23,826.00
USN170000940 RPP 2nd XOL 970,200.00 100.00% 485,100.00 48,510.00
USN170000941 RPP 3rd XOL 134,750.00 100.00% 67,375.00 6,737.50

5,171,516.25 517,151.63

6/1,9/30
6/1,9/30
6/1,9/30
6/1,9/30
6/1-75%, 9/30-25%
6/1,9/30
6/1,9/30
6/1,9/30




USN170000925
USN170000927
USN170000830
USN170000935
USN170000936
USN170000937
USN170000940
USN170000941

Cat 1st XOL

Cat 2nd XOL

Cat 3rd XOL

Top or Drop

Top or Drop Prvt Placement
RPP 1st XOL

RPP 2nd XOL

RPP 3rd XOL

1,140,000.00
4,200,000.00
1,750,000.00
1,050,000.00
1,350,000.00
476,520.00
970,200.00
134,750.00

100.00%
100.00%
100.00%

36.25%

63.75%
100.00%
100.00%
100.00%

9/30 Installment NA Brokerage

570,000.00 57,000.00
2,100,000.00 210,000.00
875,000.00 87,500.00
190,312.50 19,031.25
215,156.25 21,515.63
238,260.00 23,826.00
485,100.00 48,510.00
67,375.00 6,737.50
4,741,203.75 474,120.38



London London

Placement Brokerage Total
45.50% 25,935.00 139,935.00
46.00% 96,600.00 516,600.00
58.50% 51,187.50 226,187.50
16.25% 8,531.25 46,593.75
86,062.50
2.50% 595.65 48,247.65
2.50% 1,212.75 98,232.75
5.00% 336.88 13,811.88
184,399.03 1,175,671.03

London London

Piacement Brokerage Total
45.50% 12,967.50 69,967.50
46.00% 48,300.00 258,300.00
58.50% 25,593.75 113,093.75
16.25% 4,265.63 23,296.88
- 64,546.88
2.50% 297.83 24,123.83
2.50% 606.38 45,116.38
5.00% 168.44 6,905.94
92,199.51 609,351.14



London London

Placement Brokerage Total
45.50% 12,967.50 69,967.50
46.00% 48,300.00 258,300.00
58.50% 25,593.75 113,093.75
16.25% 4,265.63 23,296.88
- 21,515.63
2.50% 297.83 24,123.83
2.50% 606.38 49,116.38
5.00% 168.44 6,905.94
92,199.51 566,319.89



% H R Brian O'Neill T 813 327 8295

g Executive Vice President M 347 603 4083

,E e 2701 N. Rocky Point Dr., brian.oneill@jttre.com
Tampa, FL 33507

July 19, 2018

Susanne Murphy

Deputy Commissioner

Property and Casualty

Florida Office of Insurance Regulation
200 E Gaines St.

Tallahassee, FL 32399

Susanne,

In follow up to our conversation yesterday, please find below the details of the Sawgrass
brokerage transaction.

Consistent with industry custom and practice, the law recognizes generally that reinsurance
brokerage is fully eamned at the inception of the reinsurance contract placed by the reinsurance
intermediary broker. Although the reinsurance intermediary broker's legal right to brokerage in
full is established at the inception of the reinsurance contract, as a practical matter, reinsurance
brokers such as JLT Re collect brokerage due via deduction from the reinsurance premium
payment schedule as established by the reinsurance contract that was placed, as instaliments
for the convenience of the ceding company.

Exhibit 1 (see attached) to JLT Re’s standard broker services agreement provided to all of JLT
Re’s reinsurance intermediary clients clearly and explicitly states these policies and terms of
business under which JLT Re (and reinsurance intermediary brokers generally) performs its
services. “Commissions and fees for bringing about or arranging (re)insurance are considered
fully earned when the (re)insurance incepts, imespective of when the premium for the
(re)insurance is payable to the (re)insurer(s) and are not refundable in the event of cancellation
or early termination of either the (re)insurance(s) or our appointment as (re)insurance
intermediary.”

Please let me know if you have any questions.

Best regards,

Brian O'Neill - Executive Vice President

EXHIBIT

JLT Re (North America)
2701 North Rocky Peint Drive
Tampa, FL 33607
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JIT Re

EXHIBIT I
BROKERAGE BUSINESS OF JLT RE
COMPENSATION AND DISCLOSURE

The principal sources of revenue for the Reinsurance Business of JLT Re (North America) Inc.
(“JLT Re") are derived from:

¢  Reinsurance Brokerage - payment allowed or paid by reinsurers for reinsurance placement
services JLT Re provides as a reinsurance intermediary to (re)insurance company clients
(cedents); and

¢ Insurance Brokerage - payment by insurers are specifically negotiated with the insurer or
reinsurer providing the insurance or reinsurance.

e Occasionally, a fee payable by the insured or cedent is negotiated and paid. The
combination of a fee paid by the insured/cedent and brokerage paid by the
insurer/reinsurer is acceptable only if disclosed to all parties and substantiated by signed
documentation between all parties invoived in the specific transaction.

Brokerage — Treaty Reinsurance

JLT Re’s longstanding practice is to negotiate with reinsurers and accept commission rates of
reinsurance brokerage that are consistent with long-standing industry practice (with occasional
acceptance of other rates) and generally to support consistency of those rates within a specific
reinsurance placement. Guidelines for rates of reinsurance brokerage that apply to the majority
of business are set forth beiow.

e Brokerage on pro rata reinsurance placements is usually between 1.0% and 2.50% of
gross ceded premium. Few placements involve brokerage greater than 2.50%.

¢ Brokerage on excess of loss reinsurance placements is usually between 5.0% and 10.0%
of ceded premium.

When excess of loss reinsurance placements are made into the London market, an additiona!
5.0% brokerage is often charged and retained by the London correspondent broker, particularly
for catastrophe business. JLT Re Limited or JLT Reinsurance Brokers Limited, are often used
on these placements.

In some placements (mainly U.S. and Bermuda) when an additional premium applies to
reinstate limits exhausted by paid reinsurance claims, JLT Re charges reinsurance brokerage of
up to 5.0% on those reinstatement premiums.

e On some specific placements, a stated margin is paid to the reinsurer. In those cases,
brokerage is usually in the vicinity of 20.0% of the reinsurer’s margin.

Sawgrass Mutual insurance Company
Master Services Agreement



JII' Re

Should JLT Re earn more or less than the above rates on a particular placement, we will
report it to our client.

Should a client request specific information on our compensation on a particular placement,
we will provide it.

Brokerage - Facultative Reinsurance

Unlike treaty reinsurance placements, due to the nature of facultative placements and the
limited lead-time clients typically have to make the purchase decision, brokerage rates for a
given facultative transaction may not be determined until after the placement is complete. The
rates of brokerage that apply for the majority of facultative business are:

&

In all geographic regions of the world, and for all lines of business except United States
Casualty Facultative business, the standard rate that JLT Re will eam is 15.0% of ceded
reinsurance premium.

For United States Casualty Facultative business, the standard rate JLT Re will earn is
10.0% of ceded reinsurance premium.

Should JLT Re earn more or less than the above rates on a particular placement, we will
report it to clients.

On some facultative placements, a local or wholesale broker may be used to access a
particular market. An additional 5.0% to 10.0% brokerage rate ordinarily applies and is
earned and paid to the local or wholesale broker on such transactions. A JLT Re affiliated
broker may be used on these placements. Should a particular placement entitie JLT Re, as
a whole, to earn more than 20.0% in total compensation, JLT Re will disclose this to the
client.

In every instance, should a client request specific information on our compensation on a
particular placement, JLT Re will provide it.

Brokerage - Insurance

Brokerage rates for insurance generally are established by the insurer and run between
5.0% and 20.0% of premium depending on line of business and size of account.

Should JLT Re earn more or less than the above rates on a particular placement, we will
report it to clients.

Should a particular placement entitle JLT Re, as a whole, to earn more than 20.0% percent
of premium in total compensation, JLT Re will disclose this to the client.

In every instance, should a client request specific information on our compensation on a
particular placement, JLT Re will provide it.

Sawgrass Mutual Insurance Company
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Service Fees
JLT Re also provides other insurance and reinsurance related services for which, on occasion, it
receives fee income. Instances where these service fees are charged are relatively small in
number and any fees paid may be in addition to the brokerage earned for traditional reinsurance
intermediary services. Revenue from these activities represents a small portion of JLT Re's
{re)insurance total income and JLT Re provides details of the fees and related services to
clients.
Contingent Commissions

JLT Re does not accept or enter into contingent commission agreements based on the volume
of business placed, profitability of business placed or for any other reason.

Regulatory Required Actions

In certain jurisdictions and countries, legal andfor regulatory requirements may stipulate
additional documentation or disclosure, such as:

e A client's written acceptance of brokerage rates;

e A client's agreement to the use of a wholesale broker;

e Disclosure of all quotes;

e An annual broker compensation report;

e  Disclosure of reinsurance markets with which we have contractual arrangements; and

e Disclosure of the ownership position of JLT Re in any insurer or reinsurer.

JLT Re will provide this additional information as required, or as requested by our client.

Client Disclosure

e When a client appoints JLT Re as broker of record, we will disclose to our client the
estimated brokerage percentage rate or service fee we anticipate receiving for the services
to be provided on the client's behalf on that program.

® JLT Re strives for and generally achieves consistency in rates of brokerage to be earned
by JLT Re within a layer of reinsurance and will disclose any variation in reinsurance
commission rates to all parties participating within that layer.

Interest Income

In accordance with common practice and general cusiom and usage within the reinsurance

business, JLT Re's Broker Services Agreements authorize JLT Re to retain income earned on
fiduciary funds passing through our accounts.

Sawgrass Mutual Insurance Company
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STATE OF FLORIDA
COUNTY OF HILLSBOROUGH

BEFORE ME, this day personally appeared Brian O’Neill, who being duly swom
deposes and says that the following information is true and correct, and within his personal
knowledge:

1. 1, Brian O'Neill, am over the age of 18, sui juris, and I am competent to testify to
and have personal knowledge of the facts contained herein,

2 Beginning November 6, 2013 and continuing through present, 1 have been
employed by JLT Re (Nerth America) Inc. (herein after referred to as “JLT Re™) as Executive
Vice President, National Catastrophe Practice,

3. JLT Re is the fourth largest reinsurance broker in the world. It is a global provider
of reinsurance brokering and consultancy.

4, On April 28, 2016, Sawgrass Mutual Insurance Company (hereinafter referred to
as “Sawgrass™) and JLT Re entered into a contract for reinsurance intermediary services for JLT
Re 1o act as Sawgrass’s reinsurance broker of record (“Contract”). A true and correct copy of the
Contract is attached to this affidavit as Exhibit A,

5. Under Exhibit I, Brokerage Business of JLT Re, Compensation and Disclosure,
of the Contract it states:

Commissions and fees for bringing about or arranging (re)insurance are considered fully

eamned when the (re)insurance incepts, irrespective of when the premium for the

(re)insurance is payable to the (re)insurer(s) and are not refundable in the event of

cancellation or early termination of either the (re)insurance(s) or our appointment as

(re)insurance intermediary.

6. On June 1, 2017, Sawgrass entered into a Property Catastrophe Excess of Loss

Reinsurance Contract placed by JLT Re as reinsurance intermediary broker of record with an




effective date of June 1, 2017, wherein Sawgrass agreed to pay a deposit reinsurance premivm
via JLT Re as reinsurance intermediary broker of record in two installments: $5,171,516.25, due
on June 1,2017; and $4,741,203.75, due on September 30, 2017,

7. Sawgrass remitted $5,171,516.25 on or about June 1, 2017.

8. Sawgrass did not remit $4,741,203.75, by September 30, 2017,

9. Sawgrass and the reinsurers mutually agreed to terminate the Property
Catastrophe Excess of Loss Reinsurance Contract with an effective date of September 1, 2017.

10.  Under the terms of the Contract, the Commission owed to JLT Re in connection
with the September 30, 2017 seinsurance premium installment is $566,319.89. As of the date of
this Affidavit, this amount is due and owing,

1. On or about July 26, 2018, a representative of Sawgrass contacted JLT Re and
inquired whether JLT Re would consider accepling an amount less than the full amount of the
Commission due and owing JLT Re; in response thereto JLT Re indicated it would accept
$300,000.00 as full payment of the Commission.

FURTHER AFFIANT SAYETH NAUGHT.

STATE OF NEW YORK
COUNTY OF Neuw fork.
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Sworn to and subscribed before me this _l__ day of August, 2018,
. he/she is personally known to me, OR

¥ has produced fienda Diémes  as identification.
Liunse 0 S4p -0F2 -10 ~309-0

M."
NOPARY PUBLIC
(NOTARY STAMP)
Printed Name: Aﬂ&__ﬂ;& L. EL&HV
" ANDREW CHARLES PELZER
WMI*MYM

02PEB339850
CQuallisd In Westchastar County
Commission Expires 04/04/2020
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April 28, 2016

Daniel O'Neal, President & CEQ
Sawgrass Mutual Insurance Company
PO Box 550310

Davie, FL 33355-0310

RE: RETENTION OF JLT RE FOR REINSURANCE INTERMEDIARY SERVICES
Dear Dan:

We are very pleased that Sawgrass Mutual Insurance Company and its affiliates and
subsidiaries (hereinafter referred to as “Sawgrass Mutual”, "you" or "Cllent") continues its
relationship with JLT Re (North America) Inc. (hereinafter referred to as “JLT Re” "we" or “‘us”)
as its reinsurance broker as of April 28, 2016 (the “Effective Date”) to secure ceded reinsurance
coverage as more expressly set forth in writing by you to us from time to time (the
"Reinsurance"). The purpose of this Agreement (hereinafter referred to as the ‘Agreement’) is
to confirm our appointment as your reinsurance broker of record, outline the responsibilities we
will undertake in servicing your account, to confirm the compensation arrangements, and to
address areas of confidentiality and intellectual property.

Your signature at the end of this Agreement formally confirms your authorization to us (a) to
solicit, negotiate and procure the requested Reinsurance on your behalf, subject at all times to
your approval; (b) to prepare the drafts of the related reinsurance contracts and upon review
and approval by you, obtain execution by all parties; (c) to transmit related reinsurance
premiums; (d) to transmit related claims and claims payments; and (e) to take other steps as
more specifically set forth in each reinsurance agreement or cover note provided by us for your
review and signed or countersigned by you. it is expressly understood however that:

e  We shall have no authority to accept, bind, or manage reinsurance on your behalf;

e We will comply with any written standards established by you and agreed to for the cession
or retrocession of all risks ceded under the Reinsurance.

Relnsurance Brokerage and Analytical Services

As an integral part of the basic services of soliciting, negotiating and procuring the Reinsurance,
we will perform for you the following placing services (“Reinsurance Brokerage and Analytical
Services”) as requested on a program by program basis which include, all subject to the
Projections and Modeling provision below:

¢ Analyzing your ceded reinsurance program and making recommendations from time to
time as to the structure and purchase of ceded reinsurance:

e  Providing actuarial, catastrophe modeling, and financial modeling support as appropriate to
the reinsurance placement to assist your risk management decision making;

e  Soliciting, negotiating and procuring the Reinsurance requested,

Exhibit A Sawgrass Mutual Insurance Company
Master Services Agreement
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Reinsurance invoicing and account rendering;
Preparing and obtaining execution of contract documentation of the Reinsurance;

Claims processing and settlement services required to obtain collection of the recoverables
that may arise from the Reinsurance, including catastrophe loss recovery procedures:

Preparing for your review and advancing on your behalf Federal Excise Tax Returns and
remittances;

Evaluating the financial stability of (re)insurance markets derived from public data and
rating agency releases and providing you guidance and analysis about the markets on your
reinsurance program, including information, upon reasonable inquiry into the financial
condition of all reinsurers including those not authorized, accredited, or trusteed in the
appropriate state or jurisdiction;

Providing guidance with respect to credit for reinsurance issues applicable to the
Reinsurance and to NAIC and other reinsurance related regulatory requirements; and

Providing assistance with respect to the issue of transfer of risk and related accounting
applications.

Reinsurance Involcing and Account Rendering Services

In addition, with respect to invoicing and rendering of accounts that are part of our Reinsurance
Brokerage and Analytical Services, we will also:

Render accounts to you that accurately detail all transactions material to the Reinsurance
including all information necessary to support all monies received and due us;

Remit all monies due to you promptly but no later than thirty (30) days of receipt unless
otherwise requested by you;

Deposit all monies collected by us in connection with the Reinsurance for your account
where those monies will be held in a fiduciary capacity by us in a bank that is a "qualified
United States financial institution" as defined in applicable law or as otherwise acceptable
to applicable regulatory authority(ies):;

Hold all premiums and contributions received from more than one insurer in a fiduciary
account and maintain records to identify the ownership interest of each insurer of those
funds held in a fiduciary capacity; and

Furnish upon request copies of the records relating to deposits and withdrawals on behalf
of or for you.

Record Keeping - Access to Records

We will maintain records applicable to each transaction we perform pertaining to the
Reinsurance. Those records shall be maintained for at least ten (10) years after expiration of
each reinsurance contract where we acted for you or as may be required by applicable law and
shall include the:

2
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Type of contracts, limits, underwriting restrictions, classes of risks and territory;

Period of coverage, including effective and expiration dates, termination provisions and
notice required to terminate;

Requirements for reporting and settling balances;
Rate (or other method) used to compute the reinsurance premium;
Names and addresses of assuming reinsurers;

Rates of all reinsurance commission, including the commissions on any (specific)
retrocessions handled by us which relate to the original reinsurance transaction;

Related correspondence and memoranda;

Proof of placement;

Details regarding any retrocessions handled by us which relate to the original reinsurance
transaction, including the identity of (specific) retrocessionaires and percentage of each
contract assumed or ceded;

Financial records, including but not limited to, premium and loss accounts; and

Written evidence that each assuming reinsurer has agreed to assume the risk or, if placed

through a representative of the assuming reinsurer, written evidence that the reinsurer has
delegated binding authority to that representative.

Upon request from you, we will provide you access to and the right to copy all accounts and
records related to the Reinsurance that are maintained by us in a form usable by you. In
addition, we will use reasonable efforts to notify you at least sixty (60) days prior to our
destruction of any Reinsurance record and you will have the right to access and copy any such
records, in a form usable by you.

Disclosures

We will:

Disclose to you any ownership relationship we have with a reinsurer to which business will
be ceded or retroceded under the Reinsurance:

Provide to you annually an audited financial statement of our financial condition, prepared
by a certified public accountant, upon request; and

In most cases, use the facilities of JLT Re Limited or JLT Reinsurance Brokers Limited
(Lloyd’s brokers), to make placements with the London market on your behalf, unless
otherwise agreed and directed by you to use another Lloyd's broker.

Sawgrass Mutual Insurance Company
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Selection And Solvency Of (Re)Insurers

Our recommendation of (re)insurer(s) is generally based on our knowledge and experience of
the relevant market sector, its products, and/or our preference to deal with a limited number of
(re)insurer(s) in each market sector with whom we can develop trading relationships to the
advantage of our clients, and the financial standing of the (re)insurer(s). You should note that a
different legal and regulatory regime may apply to (re)insurer(s) domiciled outside of the United
States and as such, your ability to enforce your legal rights or seek compensation may vary.
Using publicly available information, we use reasonable endeavors to monitor the financial
standing of (re)insurer(s) and to use only (re)insurer(s) who have a satisfactory financial status.
The financial standing or responsibility of any (re)insurer(s) can, of course, change after the
reinsurance has incepted. We accept no responsibility for the financial performance of any
(re)insurer(s) and will not be responsible in any circumstances in the event that any (re)insurer
is unable, for whatever reason, to meet its obligations to you. The final decision on the
suitability of a (re)insurer will rest with you. If you have any concerns about the (re)insurer(s)
participating in your Reinsurance, please contact us immediately.

Remittance of Funds to Us

You agree to remit funds to us in a timely manner for payment of balances due to reinsurers
participating on the Reinsurance in accordance with the terms of the applicable contract(s).
Should, however, you remit funds to us on a "net account” basis, we may at our discretion
contribute our own corporate funds in addition to the amount of funds remitted by you, for
payment of any of your obligations to reinsurers to the extent necessary to pay in full the
balances due reinsurers subject to your net account remittance. If we elect to contribute our
own corporate funds for payment of your obligations to reinsurers as described above, you will
promptly reimburse us for the amount of those contribution(s). Should we be reimbursed by
another party for those contribution(s), you will be relieved of this reimbursement obligation. For
the purposes of this paragraph, remittance by you of funds to us on a "net account" basis shall
refer to remittance of funds by you to us in an amount calculated by netting amounts due or
owing between you and more than one reinsurer when such reinsurers participate on different
contracts or different years of the same contract.

Our Compensation

You understand and agree that our compensation for providing reinsurance intermediary
services to you is based upon commission that we individually negotiate with and obtain from
reinsurers on the premiums you pay to reinsurers and that this compensation is usually drawn
by us from the reinsurance premium we send to reinsurers on your behalf. Interest on all monies
held in the fiduciary account shall be credited to us. You expressly agree to us obtaining our
compensation in this manner. A more detailed disclosure of our compensation applicable to
reinsurance intermediary services is attached to this Agreement as Exhibit |.

Limited Warranties

As to this Agreement, neither party makes any warranty to the other, except that each warrants
to the other that: (a) the warranting party is duly authorized to execute this Agreement, is duly
licensed and maintains valid and in-force licenses or certificates of authority to perform the
duties, responsibilities and obligations that are the subject of this Agreement and will notify the
other party of any lapse, surrender, suspension or revocation of such licenses or certificates of
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authority; and (b) this Agreement constitutes a valid and binding agreement upon the warranting
party enforceable in accordance with its terms.

Taxes, Dutles & Other Charges

In the event any tax, duty, withholding, report or other charge is required or payable in addition
to the premium and which needs to be remitted to the appropriate authority by the (re)insurer(s),
or which is allowed by the (re)insurer(s) to be deducted from the premium payable, it will be
indicated on the premium invoice. If a tax, duty or other charge is allowed to be deducted by you
from the premium or is not paid by (re)insurer(s), it will become your responsibility to ensure that
it is remitted to the appropriate authority. As a reinsurance intermediary, we cannot advise on
the validity of any tax payment or obligation.

Client Information

So that we can perform Reinsurance Brokerage and Analytical Services in a timely manner, you
will need to provide us with instructions, materials, information and access to your personnel as
we reasonably request it. If the information is inaccurate or incomplete or incorrectly formatted,
or contains unnecessary, individually identifiable personal information ("Personal Data") and we
need to expend additional time in performing our services or redacting unnecessary Personal
Data, we will treat this additional effort as beyond the agreed services and will advise you of any
additional charges. Please note that we do not take responsibility for verifying the accuracy or
completeness of information supplied to us by you or your representatives or for detecting any
fraud. It is in the interests of all parties that you limit the Personal Data that you provide to that
which is reasonably necessary to enable us to perform the services properly. If necessary, you
will set out the types of Personal Data that everyone agrees is needed and, at your request, we
will coordinate with you the means of transmitting Personal Data between us.

Data Protection

All parties shall comply with the provisions and obligations imposed by applicable data privacy
legislation. In circumstances where you pass Personal Data to JLT Re in relation to this
Agreement, we will be acting as the data processor and you will be acting as the data controller
or primary custodian. As primary custodian, you confirm that you have obtained all necessary
consents, to the extent required by applicable law, for lawful processing, prior to passing the
Personal Data to us. We shall use reasonable efforts to assist you to comply with your
obligation, as data controller or primary custodian, to respond to requests for access to records
made by individuals to whom the Personal Data relates, subject to the payment by you of our
reasonable professional charges for the time engaged by our staff in so doing.

We are global businesses and in performing the services we may each pass Personal Data
within our global network of offices and affiliates and to providers of IT outsourcing who will be
subject to appropriate data protection standards. Irrespective of where either JLT Re receives or
holds Personal Data on your behalf, we confirm that, acting as data processor we will take
appropriate technical, physical and organizational/administrative measures to protect that
Personal Data against accidental or unlawful destruction or accidental loss or unauthorized
alteration, disclosure or access. We will only use that Personal Data for the purposes of
providing services to you or for other reasonable purposes which are related to the services we
provide, unless you instruct us otherwise. Both of us shall comply with the provisions and
obligations imposed respectively upon each of us by applicable data privacy legislation and
regulations.
5
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Client Data and Our Work Product

In order that we can perform the services related to the Reinsurance in a timely manner, you
agree to provide to us all data and information (“Data”) relative to the applicable risks for the
Reinsurance in order that we (i) can prepare descriptions for you about your firm and your firm's
business; (ii) generally provide qualified guidance and assistance to you, and (iii) prepare and,
upon your approval, distribute submissions to the reinsurance markets (“Work Product”) on your
behalf. Upon request, we will be pleased to assist you from time to time with compiling,
summarizing and interpreting this Data.

The result of your providing us with Data to allow us to understand your results and to combine
that Data with our proprietary presentation modes for submissions to reinsurance markets
means that we and you have combined your data with our Work Product into a single set of
presentation reports and media (“Reports”) in which we and you each have an interest. You will
retain ownership of any information specific to your business operations contained in our Work
Product. We will retain all intellectual property rights (including patents, trade secrets and
copyrights) in our Work Product, including derivative works of it. Thus, the Data provided by you
for those Reports remains your property, and the mathematical and actuarial work we may
perform with your Data and the overall report format and presentation of the Reports, together
with information in the report is to be considered our information except to the extent that it is
your Data as described above. You will own the copies of the Work Product delivered to you
and have the right to use, reproduce and adapt it for internal purposes within your organization.
Except for internal usage use by you, with rating agencies and the submission of the Reports to
the reinsurance markets, our comments, observations and property shall not be referred or
distributed to any other party, other than to your ultimate parent organization (if any), without our
prior written consent.

You will not refer to us nor include any of our work product in any proxy statement or other
policyholder or shareholder communication or in any registration statement or offering material
(or in any fairness opinion prepared by your professional advisors) prepared in connection with
the public offering or private placement of any security.

One of the benefits of doing business with us is our ability to provide you advice that is based on
aggregate industry Data we receive from our clients. In order for us to provide this perspective,
we must have our client's consent. This provision in this Agreement sets forth our request and
your consent to us to use your Data in this aggregated or collected mode. We sincerely
appreciate your granting us permission to store and use Data you have provided to us for
industry analyses and other purposes (including, without limitation, incorporating it into one or
more databases we use to service multiple clients) so long as any such Data disclosed to third
parties is on an aggregated basis only and does not specifically identify you as the source of the
Data or contain any Personal Data. We thus shall have the right to aggregate and consolidate
your Data with the data of others for the purposes of providing reports of aggregate data to you
and others by way of publication in any media; any such aggregated or consolidated data shall
be our property.

Software Use

From time to time we will send to you or on your behalf spreadsheets, databases or other third
party proprietary software generally available in the marketplace (together with its
documentation, the “Software”), and warrant that we have the right and/or license to do so. We
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will incorporate various data and formulas that we have prepared while performing services for
you into the Software (the “Enhanced Software”). You shall use the Enhanced Software solely
for your internal business purposes. You may make one (1) copy of the Enhanced Software for
non-productive, testing and backup purposes. You may not use, copy or transfer the Enhanced
Software, or any copy or portion of it, for any other purpose. You agree not to disclose or
otherwise make the Enhanced Software available to your employees or any third party, except
to those of your independent contractors and employees who need access to the Enhanced
Software to enable you to use it as permitted in this Agreement, provided that all such persons
shall have an obligation to maintain the confidentiality of the Enhanced Software. You may not
sublicense, assign or transfer the Enhanced Software without our prior written consent. This
license will terminate automatically if you transfer possession of any copy or portion of the
Enhanced Software to a third party, or otherwise breach the terms contained in this Agreement.
Upon termination, you agree to destroy the Enhanced Software, including all copies and
portions of it in your possession or control, except you may maintain a copy to the extent
required to meet your audit, legal or file retention requirements provided confidentiality of the
Enhanced Software is maintained.

We will use professional diligence and skill in entering the data in the enhanced software, and
we will review the data for accuracy consistent with the most recent reports transmitted by you
and received by us from you and your reinsurers. Since we are not the developers of the
software, any software we transmit to you for use under this agreement has not been developed
through the centralized research and development process we employ for core client products.
We provide the software to you on an “as is” basis, without any warranty of any kind, either
express or implied. We specifically disclaim any implied warranties of merchantability and
fitness for a particular purpose and any warranties arising from course of dealing or trade
usage. Also, we cannot accept responsibility for any direct, indirect, special, incidental or
consequential damages arising from the software, whether such damages arise under contract
or negligence theories.

Confidential Treatment of Information

Subject to the other terms of this Agreement, we and you will keep all information provided by
the other in connection with this Agreement as confidential ("Confidential Information") and that
Confidential Information shall be used by the receiving party in connection with (a) analysis of
and discussions concerning the possible purchase of the Reinsurance; (b) the solicitation,
negotiation, purchase, and administration of the Reinsurance with reinsurance markets; or (c)
as otherwise directed or permitted in writing by the disclosing party. Except as otherwise
provided for in this Agreement, the receiving party must not use Confidential Information at any
time, in any fashion, form or manner, for any other purpose. Further, the receiving party shall
not provide access or disclose the Confidential Information of the disclosing party to any person
or entity other than officers, directors, employees, and auditors of the receiving party and those
of its affiliated companies who may be engaged in the analysis of, discussions, and efforts
concerning the Reinsurance who have a need to know and who are obligated to maintain the
confidentiality of the Confidential Information (“Disclosees”). The receiving party will be
responsible for advising its Disclosees of the confidential nature of the Confidential Information
and for ensuring compliance by the receiving party’s disclosees with the obligations of the
receiving party under this Agreement. The receiving party may also disclose the Confidential
Information to potential reinsurers or retrocessionaires in seeking to place reinsurance for you
with the disclosing party’s prior written consent.
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Either you or us as the receiving party will take reasonable precautions to protect the
Confidential Information consistent with those used to protect proprietary and confidential
information and materials of like kind, but in no event less than those taken by the party to
protect its own confidential information. The receiving party must also take reasonable steps to
avoid inadvertent disclosure of materials that are Confidential Information in the receiving
party’s possession.

In the event that any person seeks to compel or otherwise require disclosure of any Confidential
Information from you or us or any of the affiliated companies within the same organization or
from any directors, officers, employees, agents, representatives or advisors through legal or
regulatory process, then the receiving party that is compelled or required to disclose any
Confidential Information shall to the extent permitted by law promptly notify and deliver to the
disclosing party such request and shall cooperate with the disclosing party in raising objections
to the extent permitted by law, and in the disclosing party’'s efforts to seek an appropriate
protective order for such Confidential Information, all such actions of the receiving party at the
cost and expense of the disclosing party.

The obligation of confidentiality shall not apply to information:
® Known to receiving party prior to disclosure by the disclosing party;

® That is independently developed by the receiving party, without reference to the
Confidential information;

® That is in the public domain or becomes publicly available through no breach of this
Agreement by the receiving party; or

® That is disclosed to receiving party in good faith by a third party who the receiving party
believes is legally entitled to disclose the information.

Projections and Modeling

You understand that our Reinsurance Brokerage and Analytical Services involving the
evaluation of (a) the financial strength of markets, (b) the desirability of keeping various
retentions and (c) purchasing various types, kinds and levels of reinsurance are based upon the
application of financial and actuarial skills, insights and projections by skilled and seasoned
professionals to historical and current insurance premium and loss data collected, prepared and
presented by others. This data has not been audited nor independently verified though it has
been reviewed for reasonableness and consistency with our knowledge of that kind of
information.

The future financial strength of any other party or future accuracy of the predicted results or
strength cannot be guaranteed as those evaluations and predictions are premised upon the
combination of the actual accuracy of the current data (and the consistency of actions
underlying that data) and upon future development of that data which is predicated on the
unpredictability of future social, economic, legislative and judicial trends and developments.
You thus should be aware that our evaluations and predictions involve educated assessments
of both known and unknown risks, uncertainties and other factors which may cause the actual
results, performance or achievements to be materially different from any future results,
8
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performance or achievements expressed or implied by our analysis. Accordingly, there can be
no guaranty or assurance that our evaluation or indicated or predicted results will be realized.

If we perform any catastrophe modeling for you, you understand that potential losses arising
from catastrophes are subject to considerable uncertainty. Catastrophe losses by definition are
relatively infrequent and are subject to a great deal of variability in size, strength, location and
timing. The infrequent, volatile and variable nature of these events coupled with the change in
insured properties, lives, and/or workers causes historical catastrophe loss experience to be of
limited value as a predictor of future experience. Accordingly, there can be no guaranty or
assurance that our predictions as to catastrophes or evaluation, indicated or predicted, results
will be realized.

Terminating Our Appointment

You of course may terminate our authority to obtain reinsurance for you in writing at any time
upon written notice of termination stating when thereafter said termination shall take effect.

Termination of our appointment does not affect the rights, obligations or liabilities of either you
or us in relation to the Reinsurance, which have accrued prior to the termination date, but
following the termination we will owe you no further obligations to provide any services in
relation to your Reinsurance. Upon termination of our appointment, all relevant files and claims
files for the run-off will be transferred to the new reinsurance intermediary broker appointed by
you according to your instructions. In the event you wish us to handle run-off claims on your
behalf and we agree to do so, we reserve the right to charge a reasonable fee for these
services. As our Fixed Fee for bringing about or arranging the Reinsurance is fully earned when
the Reinsurance incepts, any unpaid portion of our Fixed Fee becomes immediately due and
payable by you to us upon termination of our appointment.

Resolution of Disputes Between Us

In the event a dispute of any kind between us cannot be resolved, the matter will be submitted
to binding arbitration in a city mutually selected by both of us (in default, then New York City)
before a neutral, impartial, and disinterested three member panel of persons experienced in the
reinsurance business. Each party shall have the right to select one of the arbitrators and the
two arbitrators so selected will agree on the choice of the third arbitrator who shall be known as
the umpire. The procedures of the arbitration shall be established by agreement of you and us
and if you and we are unable to agree within thirty (30) days of the naming of the umpire, then
by the arbitration panel. If requested by both you and us at or before the conclusion of the
arbitration proceeding, the arbitrators shall provide a decision in writing stating the reasons and
rationale for their decision. The decision of any arbitration panel shall be final and binding upon
both you and us and judgment may be entered thereon in any court of competent jurisdiction.
You and we hereby waive our respective rights to a trial by judge or jury of any claim or cause of
action arising out of or in any way connected with this Agreement or the services performed
thereunder. The foregoing arbitration process will be the sole and exclusive means for resolving
any controversy or claim except for one involving the ownership or use of Software, work
product or intellectual property; provided further that either party may seek an injunction or other
equitable relief if such action is necessary to avoid irreparable damage or to preserve the status
quo.

Sawgrass Mutual Insurance Company
Master Services Agreement
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Governing Law

The validity and interpretation of the provisions of this Agreement will be governed by the laws
of the State of Florida, without regard to any provisions governing conflict of laws, and both you
and us agree that, subject to the provision entitled “Resolution of Disputes Between Us” the
exclusive jurisdiction and the proper venue for any action brought hereunder will be in a Florida
state court or a federal court sitting in Florida.

General

This Agreement sets forth the entire agreement between you and us concerning our relationship
going forward after the Effective Date and shall supersede and replace any and all prior
agreements between the parties. Any change or modification of this Agreement shall be null and
void unless made by amendment to the Agreement and signed by the affected parties.

If any provision set forth in this Agreement is determined to be invalid or unenforceable under
any law, the validity of the remainder of this Agreement shall not be affected and such provision
shall be deemed modified to the minimum extent necessary to make it consistent with
applicable law. The modified provision shall be enforceable and enforced, provided it does not
impose on you or us any obligations or benefits that are materially greater than those provided
under the original provision.

Once again, we are very pleased to have the opportunity to work with you and we look forward
to the growth of our relationship with you. We trust this Agreement accurately reflects the terms
and conditions governing our delivery of services and meets with your approval. To that end,
kindly indicate your acceptance of this Agreement by signing the enclosed copy and returning it
to my attention.

Very truly yours,
JLT RE (NORTH AMERICA) INC.
By:

Print Name:
Print Title:

Date:

Accepted and agreed:
SAWGRASS MUTUAL INSURANCE COMPANY
By:

Print Name:
Print Titie:

Date:

10
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BROKERAGE BUSINESS OF JLT RE
COMPENSATION AND DISCLOSURE

The principal sources of revenue for the Reinsurance Business of JLT Re (North America) Inc.
(“JLT Re”) are derived from:

e Reinsurance Brokerage - payment allowed or paid by reinsurers for reinsurance placement
services JLT Re provides as a reinsurance intermediary to (re)insurance company clients
(cedents); and

e Insurance Brokerage - payment by insurers are specifically negotiated with the insurer or
reinsurer providing the insurance or reinsurance.

e Occasionally, a fee payable by the insured or cedent is negotiated and paid. The
combination of a fee paid by the insured/cedent and brokerage paid by the
insurer/reinsurer is acceptable only if disclosed to all parties and substantiated by signed
documentation between all parties involved in the specific transaction.

Commissions and fees for bringing about or arranging (re)insurance are considered fully earned
when the (re)insurance incepts, irrespective of when the premium for the (re)insurance is
payable to the (re)insurer(s) and are not refundable in the event of cancellation or early
termination of either the (re)insurance(s) or our appointment as (re)insurance intermediary.

Brokerage — Treaty Relnsurance

JLT Re’s longstanding practice is to negotiate with reinsurers and accept commission rates of
reinsurance brokerage that are consistent with long-standing industry practice (with occasional
acceptance of other rates) and generally to support consistency of those rates within a specific
reinsurance placement. Guidelines for rates of reinsurance brokerage that apply to the majority
of business are set forth below.

e Brokerage on pro rata reinsurance placements is usually between 1.0% and 2.50% of
gross ceded premium. Few placements involve brokerage greater than 2.50%.

e Brokerage on excess of loss reinsurance placements is usually between 5.0% and 10.0%
of ceded premium.

When excess of loss reinsurance placements are made into the London market, an additional
5.0% brokerage is often charged and retained by the London correspondent broker, particularly
for catastrophe business. JLT Re Limited or JLT Reinsurance Brokers Limited, are often used
on these placements.

In some placements (mainly U.S. and Bermuda) when an additional premium applies to
reinstate limits exhausted by paid reinsurance claims, JLT Re charges reinsurance brokerage of
up to 5.0% on those reinstatement premiums.

e On some specific placements, a stated margin is paid to the reinsurer. In those cases,
brokerage is usually in the vicinity of 20.0% of the reinsurer's margin.

11
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Should JLT Re earn more or less than the above rates on a particular placement, we will
report it to our client.

Should a client request specific information on our compensation on a particular placement,
we will provide it.

Brokerage - Facultatlive Reinsurance

Unlike treaty reinsurance placements, due to the nature of facuitative placements and the
limited lead-time clients typically have to make the purchase decision, brokerage rates for a
given facultative transaction may not be determined until after the placement is complete. The
rates of brokerage that apply for the majority of facultative business are:

e [n all geographic regions of the world, and for all lines of business except United States
Casualty Facultative business, the standard rate that JLT Re will earn is 15.0% of ceded
reinsurance premium.

e For United States Casualty Facultative business, the standard rate JLT Re will earn is
10.0% of ceded reinsurance premium.

e Should JLT Re earn more or less than the above rates on a particular placement, we will
report it to clients.

e On some facultative placements, a local or wholesale broker may be used to access a
particular market. An additional 5.0% to 10.0% brokerage rate ordinarily applies and is
earned and paid to the local or wholesale broker on such transactions. A JLT Re affiliated
broker may be used on these placements. Should a particular placement entitle JLT Re, as
a whole, to earn more than 20.0% in total compensation, JLT Re will disclose this to the
client.

e In every instance, should a client request specific information on our compensation on a
particular placement, JLT Re will provide it.

Brokerage — Insurance

e Brokerage rates for insurance generally are established by the insurer and run between
5.0% and 20.0% of premium depending on line of business and size of account.

e  Should JLT Re earn more or less than the above rates on a particular placement, we will
report it to clients.

e Should a particular placement entitle JLT Re, as a whole, to earn more than 20.0% percent
of premium in total compensation, JLT Re will disclose this to the client.

e In every instance, should a client request specific information on our compensation on a

particular placement, JLT Re will provide it.
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Service Fees

JLT Re also provides other insurance and reinsurance related services for which, on occasion, it
receives fee income. Instances where these service fees are charged are relatively small in
number and any fees paid may be in addition to the brokerage earned for traditional reinsurance
intermediary services. Revenue from these activities represents a small portion of JLT Re’s
(re)insurance total income and JLT Re provides details of the fees and related services to
clients.

Contingent Commissions

JLT Re does not accept or enter into contingent commission agreements based on the volume
of business placed, profitability of business placed or for any other reason.

Regulatory Required Actions

In certain jurisdictions and countries, legal and/or regulatory requirements may stipulate
additional documentation or disclosure, such as:

e A client’s written acceptance of brokerage rates;

e A client's agreement to the use of a wholesale broker;

e Disclosure of all quotes;

e An annual broker compensation report;

e Disclosure of reinsurance markets with which we have contractual arrangements; and

e Disclosure of the ownership position of JLT Re in any insurer or reinsurer.

JLT Re will provide this additional information as required, or as requested by our client.

Client Disclosure

e When a client appoints JLT Re as broker of record, we will disclose to our client the
estimated brokerage percentage rate or service fee we anticipate receiving for the services
to be provided on the client’s behalf on that program.

e JLT Re strives for and generally achieves consistency in rates of brokerage to be earned
by JLT Re within a layer of reinsurance and will disclose any variation in reinsurance
commission rates to all parties participating within that layer.

Interest Income

In accordance with common practice and general custom and usage within the reinsurance

business, JLT Re’s Broker Services Agreements authorize JLT Re to retain income earned on
fiduciary funds passing through our accounts.
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August 25, 2017

Via Electronic Mail

Alyssa S. Lathrop

Assistant General Counsel

Florida Office of Insurance Regulation
Larson Building, 200 East Gaines Street
Tallahassee, FL 32399

RE:  In the Matter of: Sawgrass Mutual Insurance Company
Case No.: 213367-17-CO

Dear Alyssa:

Pursuant to the terms of paragraph 11 of the Consent Order, Sawgrass Mutual is
providing the attached spreadsheet of current litigation and hi gh exposure claims as of August
24, 2017. Additionally, Sewgrass Mutual Insurance Company is a named party in the following
cases:

¢ Sawgrass Mutual Insurance Company v Cladium Inc.; Endurance Specialty Insurance
Company; Endurance Specialty Holdings Ltd., and Cladium Inc. v Dan O’Neal, Randy
Dumm, Guy Marvin, Paui Simeone and Sawgrass Management Advisors, Inc., Case
Number 2016 CA 000158 (Leon County Circuit Court)

¢ Sawgrass Mutual Insurance Company v Endurance Specialty Insurance Ltd., Case
Number 2016 CA 001477 (Leon County Circuit Court)

¢ Sawgrass Mutual Insurance Company v Endurance Specialty Insurance Lid., Case
Number 4:16cv449-MW-CAS (US District Court, Northern District of Florida)

Please let me know if you have any questions or require additional information.

Regards,
! y "h)
T LA S
David A. Yon
Enc.
cc:  Virginia Christy, Director EXHIBIT
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Holborn Corporation v. Sawgrass Mutual insurance Company Doc. 40

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

—
Holbom Corporation,
Plaintiff,
16-cv-09147 (AJN)
—y—
MEMORANDUM
Sawgrass Mutual Insurance Company, OPINION & ORDER
Defendant,

ALISON J. NATHAN, District Judge:

In this diversity action, Plaintiff Holborn Corporation asserts that Defendant Sawgrass
Mutual Insurance Company breached its contract by failing to pay premiums to Holborn in
exchange for Holborn acting as Sawgrass’s reinsurance broker. Sawgrass asserts counterclaims
against Holbom, alleging first that Holborn acted negligently and breached its fiduciary duty by
failing to recommend a particular type of reinsurance, and second that Holborn breached its
contract by failing to repay certain sums to Sawgrass. Before the Court is Holborn’s motion to
dismiss Counts [ and II (negligence and breach of fiduciary duty) of Sawgrass’s Amended
Counterclaims under Federal Rule of Civil Procedure 12(b)(6). Because the Court concludes
that New York law applies and that Sawgrass has failed to sufficiently allege facts that would
support Sawgrass’s claims under New York law, the motion is granted.

I Background

The following facts are taken from the allegations contained in the Defendant’s Amended
Counterclaims, as required in deciding this motion to dismiss. See Kassner v. 2nd Ave,
Delicatessen Inc., 496 F.3d 229, 237 (2d Cir. 2007). Defendant Sawgrass is a mutual insurance

corporation existing in and organized under the laws of the state of Florida, Defendant/Counter-

EXHIBIT

Dockets. Justia.com



Plaintiff’s Amended Counterclaims (“Counterclaims™), Dkt. No. 22, § 1. It writes homeowners
insurance policies in the state of Florida. Counterclaims 1 4. Plaintiff Holborn is a reinsurance
intermediary organized under the laws of the state of Delaware, with offices in New York,
Minnesota, and Kansas. Counterclaims q2.

In 2012, Holborn had a series of conversations with Sawgrass’s then-President and CEO,
James Esse, aimed at convincing Esse to let Holborn procure reinsurance for Sawgrass,
Counterclaims ¥ 5. During these conversations, Esse advised Holbom that it would need to
“carefully analyze” Sawgrass’s potential risk exposure under jts homeowners policies, as well as
“design a specific reinsurance program custom tailored to Sawgrass’ unique business needs.”
Counterclaims § 7. Given the magnitude of Sawgrass’s risk, any reinsurance deal would likely
require Sawgrass to pay nearly $10 million in annual reinsurance premiums for nearly $100
million in coverage. Counterclaims § 8. Holborn was likely to receive nearly $1 million in
annual commissions. Counterclaims 8. As a result, Sawgrass alleges, Holborn “understood
that if Sawgrass retained it as its reinsurance intermediary that the relationship would be one of
trust and confidence, and that Holborn would have a duty to counsel and advise Sawgrass on the
reinsurance program that would be most advantageous to its particular business needs.”
Counterclaims § 9.

In addition, according to Sawgrass, Holborn made “a series of representations concerning
its expertise in an effort to induce Sawgrass to retain its services,” which were “substantially the
same” as the representations currently made on Holborn’s website. Counterclaims 9 10. These
representations include:

a. Holborn is an independent reinsurance brokerage offering advanced

analytic tools, global market access, and responsive account services to

clients across the United States.
b. Holborn is “committed to understanding each clients’ needs, corporate
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culture, risk tolerance and overall business approach,”

c. Holborn promises to “maintain a relentless commitment to giving clients
what they truly need, with no two client solutions exactly the same.”
d Holbom “take[s} a comprehensive approach to reinsurance structure design

and placement by understanding each client’s business philosophy and risk
appetite. Each client team incorporates dedicated placement & claims
brokers, cat modelers, actuaries, contracts professionals and accountants,
who collaborate to deliver an exceptional client experience throughout the
year. By being client focused, instead of product-focused, [its] team
understands the whole picture and the implications of each recommendation
and ultimate decision made by our clients.”

€. Holborn “keeps [its] finger on the pulse of both the traditional market and

alternative market, when exploring risk solutions, to ensure [its] clients have

the most efficient, innovative and secure reinsurance program available.”
Counterclaims § 10, Sawgrass considered these representations material to its decision to retain
Holborn and alleges that Holborn knew or should have known this. Counterclaims § 11,

On March 14, 2012, Sawgrass executed a Broker Authorization Contract (the “2012
BAC™), which designated Holborn as Sawgrass’s reinsurance intermediary from June 1, 2012
through May 31, 2015. Counterclaims 9 12; see aiso 2012 BAC, Dkt, No. 29-1. On November
6, 2013, Holborn and Sawgrass executed a superseding Broker Authorization Contract (the
#2014 BAC?), which designated Holborn as Sawgrass’s reinsurance intermediary from June 1,
2014 through May 31, 2017. Counterclaims Y 12; see also 2014 BAC, Dkt. No. 29-2. In
addition, the parties signed two other agreements; a “Consulting Agreement” that amended the
2012 BAC and specified that Holborn would provide consulting services for a period of time
even if the contract were terminated, Counterclaims 4 14, and a contract authorizing Sawgrass to
use Holborm’s proprietary Portfolio Optimization Tool, see Portfolio Optimization Tool Use
Agreement, Dkt. No. 29-3,

According to Sawgrass, Holborn recommended a specific program of reinsurance

coverage that it represented was the most advantageous for Sawgrass. Counterclaims q 16.

Based on these representations, Sawgrass purchased the recommended reinsurance.



Counterclaims § 17. At some point thereafter, Sawgrass learned that Holborn had failed to
recommend “Top and Drop” reinsurance coverage, a multi-layer insurance praduct which allows
the insured to reuse the top excess-of-loss layer of reinsurance if it is not breached by the first
loss event. Counterclaims 9 18-19. Sawgrass alleges that if Holborn had recommended Top
and Drop coverage, Sawgrass would have saved hundreds of thousands of dollars.
Counterclaims § 20.

Sawgrass subsequently terminated Holborn pursuant to paragraph 2 of the 2014 BAC,
which allowed Sawgrass to terminate Holbom at any time for cause. Counterclaims § 27; 2014
BAC 9 2-3. On November 23, 2016, Holbom filed a complaint against Sawgrass alleging
breach of contract. Complaint, Dkt. No. I, 9 1. Specifically, Holborn alleged that Sawgrass
“prematurely terminat[ed) the Contract without cause and fail [ed] to pay Holborn its full share of
brokerage on all reinsurance procured or placed” during the period of time covered by the 2014
BAC. Complaint § 1. In response, Sawgrass brought three counterclaims against Holborn
alleging negligence, breach of fiduciary duty, and breach of contract. Counterclaims 11 34-55.
Sawgrass alieges that Holborn’s failure to recommend Top and Drop insurance constituted a
breach of its duty of care, Counterclaims § 40, and a breach of its fiduciary duty, Counterclaims
1 47. 1t also alleges that Holborn breached the terms of the 2014 BAC by failing to remit a
percentage of the brokerage eamed by Holborn as required. Counterclaims M 53-54.

On April 11, 2017, Holbom filed a motion to dismiss Sawgrass’s first and second
counterclaims. Dkt. No. 27. Holborn argues that the tort-based claims of negligence and breach
of fiduciary duty are barred by the economic loss doctrine under New York law and therefore
must be dismissed. Memo. in Support of Motion to Dismiss (“Support™), Dkt. No. 28, at 1.

I Legal Standard



To survive a motion to dismiss under Rule 12(b)(6), the complaint must “state a claim to
relief that is plausible on its face.” Bell Atl. Corp. v. Twombly, 550 U.S, 544, 570 (2007). A
claim achieves “facial plausibility when the plaintiff pleads factual content that allows the court
to draw the reasonable inference that the defendant is liable for the misconduct alleged.”
Ashcroft v. Iqbal, 556 U.S, 662, 678 (2009). Plausibility is “not akin to a ‘probability
requirement,” but it asks for more than a sheer possibility that a defendant has acted unlawfully.”
1d. Assessing the plausibility of a complaint is a “context-specific task that requires the
reviewing court to draw on its judicial experience and common sense.” Id. at 679. To plausibly
allege a claim, the plaintiff must do more than provide “bare gssertions” that “amount to nothing
more than a ‘formulaic recitation of the elements’” of a claim. Jd. at 681 (quoting Twombly, 550
U.S. at 555). “Plausibility thus depends on a host of considerations: the full factual picture
presented by the complaint, the particular cause of action and its elements, and the existence of
alternative explanations so obvious that they render plaintiff’s inferences unreasonable.” L-7
Designs, Inc. v. Old Navy, LLC, 647 F.3d 419, 430 (2d Cir. 201 1). “A motion to dismiss a
counterclaim is evaluated under the samc standard as a motion to dismiss a complaint.”
Orientview Techs. LLC v. Seven for All Mankind, LLC, No. 13-cv-0538 (PAE), 2013 WL
4016302, at *2 (S.D.N.Y. Aug. 7, 2013) (citation omitied). In reviewing a motion to dismiss, the
court “may consider any written instrument attached to the complaint, statements or documents
incorporated into the complaint by reference, . . . and documents possessed by or known to the
plaintiff and upon which it relied in bringing the suit.” ATSI Comme ns, Inc. v. Shaar F: und,
Ltd., 493 F.3d 87, 98 (2d Cir. 2007).
III.  Discussion

Before the Court are Sawgrass’s Counterclaims alleging the torts of negligence and



breach of fiduciary duty based on money Sawgrass lost due to Holborn’s alleged failure to secure
Top and Drop reinsurance for Sawgrass. Holborn argues that these claims are legally improper
under New York’s economic loss doctrine. “New York law holds that a negligence action
seeking recovery for economic loss will not lie.” Cty. of Sufolk v. Long Island Lighting Co., 728
F.2d 52, 62 (2d Cir. 1984). In particular, if the parties have a remedy in contract, they may not
also bring claims sounding in tort that claim only economic damages independent of physical
injury or damage to property. This principle seeks to “prevent(] the encroachment of tort law
into the domain of contract” and “protect[] parties’ abilities to allocate risk by mutual agreement
and thereby form reliable expectations about their potential financial exposure with respect to the
duties and liabilities that they have contractually assumed.” Travelers Cas. & Sur. Co. v.
Dormitory Auth.-State of N.Y., 734 F. Supp. 2d 368, 379 (§.D.N.Y. 2010). However, an
exception to the economic loss doctrine exists “where the defendant has a duty independent of
contractual obligations.” Nebraskaland, Inc. v. Sunoco, Inc., No. 10-cv-1091 (RJD) (CLP), 2011
WL 6131313, at *4 (E.D.N.Y. July 13, 201 1) (report and recommendation) (citation omitted),
adopted 2011 WL 6131298 (E.D.N.Y. Dec. 8, 201 1).

Because the relationship between Holborn and Sawgrass is governed by the contracts
they executed (namely, the 2012 BAC and 2014 BAC), the economic loss doctrine would
generally bar Sawgrass’s tort-based counterciaims. To avoid application of the economic loss
doctrine, Sawgrass makes two arguments. First, it argues that this case should be governed by
Florida law rather than New York law. Because Florida recognizes only a much narrower
economic loss doctrine that applies only to product liabilities cases, Sawgrass’s counterclaims
may be properly brought if Florida law governs. Second, Sawgrass argues that Sawgrass and

Holborn formed a special relationship giving rise to duties “independent of contractual



obligations,” Nebraskaland, 2011 WL 6131 313, at *4 (citation omitied), and that Sawgrass may
bring legal theories alieging breaches of those independent obligations. For the reasons
explained below, the Court disagrees with Sawgrass’s contentions.

A. New York Law Governs this Case

In response to the motion to dismiss, Sawgrass first argues that Florida law, rather than
New York law, applies to this case and that, as a result, New York’s economic loss doctrine is
inapplicable. Memo. in Opp. to Motion to Dismiss (“Opp.™), Dkt. No. 35, at 6. The Court
concludes that New York law governs this case.

1 Choice-of-Law Doctrine

“Because a choice of law analysis is fact intensive, courts often decline to make a choice
of law determination at the motion to dismiss stage.” Smith v. Railworks Corp., No. 10-¢cv-3980
(NRB), 2011 WL 2016293, at * 6 .12 (S.D.N.Y. May 17, 201 1). “But where . ., the relevant
facts are sufficiently clear, courts in this Circuit have engaged in choice-of-law analysis at the
motion to dismiss stage.” Patel v. New York Life Ins. Co., No. 11-cv-4895 (JPO), 2012 WL
1883529, at *3 (S.D.N.Y. May 21, 2012).

“A federal court exercising diversity jurisdiction must apply the choice of law analysis of
the forum state.” GlobalNet Financial.com, Inc. v. Frank Crystal & Co., 449 F.3d 377, 382 (2d
Cir. 2006). “In New York, . . . the first question to resolve in determining whether to undertake a
choice of law analysis is whether there is an actual conflict of laws.” Curley v. AMR Corp., 153
F.3d 5, 12 (2d Cir. 1998). An actual conflict of law exists if “the applicable law from each
jurisdiction provides different substantive rules,” id., and the differences “have a ‘significant
possible effect on the outcome of the trial,™ Fin. One Pub. Co. v, Lehman Bros. Special Fin.,

Inc., 414 F.3d 325, 331 (2d Cir. 2005) (quoting Simon v. Philip Morris, Inc., 124 F. Supp. 2d 46,



71 (2002)).

If an actual conflict exists, courts must decide which choice-of-law test is most
appropriate. “The New York Court of Appeals has held that ‘the relevant analytical approach to
choice of law in tort actions in New York® is the *[ilnterest test.”” GlobalNet Financial, 449
F.3d at 384 (alteration in original) (quoting Schuitz v. Boy Scouts of Am., Inc., 480 N.E.2d 679,
684 (N.Y. 1985)). Under this test, courts “seek to apply the law of the jurisdiction with the most
significant interest in, or relationship to, the dispute.” White Plains Coar & Apron Co. v. Cintas
Corp., 460 F.3d 281, 284 (2d Cir. 2006) (quoting Lazard Freres & Co. v. Protective Life Ins.
Co., 108 F.3d 1531, 1539 (2d Cir. 1997)). The states’ interests are defined primarily by “the
parties’ domiciles and the locus of the tort.” Schulrz, 480 N.E.2d at 684. New York tort laws are
either considered conduct-regulating or loss-allocating depending on their primary purposes.
GlobalNet Financial, 449 F.3d at 384. “If conflicting conduct-regulating laws are at issue, the
law of the jurisdiction where the tort occurred will generally apply because that jurisdiction has
the greatest interest in regulating behavior within its borders.” White Plains Coar & Apron Co.,
460 F.3d at 284 (quoting Cooney v. Osgood Mach,, Inc., 612 N.E.2d 277,280 (N.Y. 1993)).
New York courts treat negligence and breach of fiduciary duty laws as conduct-regulating laws.
Rose v. Arthur J. Gallagher & Co., 928 N.Y.S.2d 783, 784 (App. Div. 2011).

While the parties generally agree that the above standards govern the Court’s choice-of-
law inquiry, see Support at 7-9; Opp. at 6-7, they disagree on which Second Circuit precedent
interpreting New York law governs when the allegedly tortious conduct and the resulting injury
happen in different locations. Sawgrass relies on the Second Circuit’s statement in White Plains
Coat & Apron Co. that “where negligent conduct occurs in one jurisdiction but the plaintiff’s

injuries are suffered in another, the situs of the tort is where the last event necessary for liability



F)ccurred.” 460 F.3d at 285; Opp. at 7, 11 (citations omitted). Holborn, on the other hand, points
to the Second Circuit’s decision in Licci ex rel. Licci v. Leb. Can. Bank, SAL, 739 F.3d 45 (2d
Cir. 2013), which “reject{ed] the view . . . that the law of the place of injury ordinarily or always
governs where conduct-regulating rules are involved” and instead held that “where [wrongful
conduct and injury] do not [take place in the same jurisdiction], it is the place of the allegedly
wrongful conduct that generally has superior ‘interests in protecting the reasonable expectations
of the parties who relied on [the laws of that place] to govemn their primary conduct and in the
admonitory effect that applying its law will have on similar conduct in the future.”” 739F3d at
50-51 {third alteration in original) (quoting Schulrz, 480 N.E.2d at 684-85); see also Support at 9.

The Court concludes that it must follow the decision in Licei and presume that the state
with the greatest interest in this case is the state in which the alleged wrongful conduct occurred.
In reaching this conclusion, the Court relies on the fact that in Licci, the Second Cireuit explicitly
considered whether the law of the place of injury or the law of the place of wrongful conduct
governed a choice-of-law analysis in New York. See Licci, 739 F.3d at 50-51. In contrast, in
White Plains Coat & Apron Co., the Second Circuit considered both where the majority of the
conduct had taken place and where plaintiffs’ injuries had occurred simultaneously in
determining which state had the greatest interest in the case. See 460 F.3d at 284-85. Asa
result, White Plains Coat & Apron Co. does not stand for the proposition that the location in
which a plaintiff was injured has a greater intellest than the location in which the wrongful
conduct occurred.

Additionally, the case on which the Second Circuit relied in White Plains Coal & Apron
Co. for the proposition that the location of the last event necessary for liability had the greatest

interest was Schuliz v. Boy Scouts of America, a case that concerned states® interests in loss-



allocating laws rather than conduct-regulating laws. See Schultz, 480 N.E.2d at 685; see also
White Plains Coat & Apron Co., 460 F.3d at 285 (citing Schultz for the proposition that in New
York, “the situs of the tort is where the last event necessary for liability occurred™), In Schulrz,
the New York Court of Appeals concluded that where conflicting laws were loss-allocating, “the
locus jurisdiction has at best a minimal interest in determining the right of recovery or the extent
of the remedy,” while the injured party’s domiciliary state has an interest in seeing that its “loss-
distributing rules are enforced so that the underlying policy . . . is effectuated.” 480 N.E.2d at
685-86. As a result, Schultz is inapposite to application of the interest test for conduct-regulating
tort laws, and thus the statement in White Plains Coat & Apron Co. relying on Schuitz is
similarly inapposite to the choice of law analysis in this case where conduct-regulating laws are
at issue.

Finally, the rule in Licci is most consistent with the Second Circuit’s holding in
GlobalNet Financial, the case that most resembles this controversy, and in which the Court of
Appeals affirmed the District Court’s conclusion that New York law rather than Florida law
should govern a tort claim relating to an insurance broker’s failure to notify its client of
important information. 449 F.3d at 384-85. In GlobalNet Financial, the Second Circuit
disagreed with the appeliant’s contention that “its tort claims should be analyzed under the
substantive law of Florida because that state has a significant interest in regulating the conduct of
brokers who knowingly deal with a Florida-based insured to provide coverage for a risk that was
primarily located in Florida.” Id. at 385. Instead, it concluded that the District Court had
correcily determined that “New York has a greater interest than Florida in this litigation
involving g tort that occurred [in New York] and in regulating the conduct of brokers, insurance

agents, premium finance companies and insurers licensed within the state.” Id, (alteration in
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original). In reaching this conclusion, the Second Circuit pointed to the fact that the defendant
was “licensed in New York and maintain[ed] its principal place of business in New York.” /d.
The Court further reasoned that because the defendant received mail and phone calls at its New
York office, the defendant’s failure to notify the plaintiff of information it had received “was
centered in New York.” Id. (citing Northwestern Mutual Life Ins. Co. v. Wender, 940 F. Supp.
62, 66 (S.D.N.Y. 1996)). In reaching its conclusion, the Second Circuit clearly assumed that the
location of the insurance company’s allegedly tortious conduct was the operative consideration
rather than the location in which the plaintiff was injured. Asa result, this Court adopts the same
approach and presumes that the state in which tortious conduct occurred will be the state whose
substantive law applies.
2. Application to the Present Case

The Court first concludes that it must undertake a choice-of-law analysis because there is
an actual conflict of law. As both parties recognize, New York prevents insureds from suing
insurance brokers in tort under the economic loss doctrine, while under Florida law, the
economic loss doctrine is limited to product liability cases. Support at 8; Opp. at 6. Compare
Cornelia Fifth Ave., LLC v. Canizales, No. 12-cv-7660 (ALC), 2017 WL 1034644, at *4
(S.D.N.Y. Mar. 16, 2017) (explaining New York’s economic loss doctrine), with Tiara Condo.
Ass’n, Inc, v. Marsh & McLennan Cos., 110 So. 3d 399, 407 (Fla. 2013) (explaining that
Florida’s economic loss doctrine applies only in products liability). Thus, New York and Florida
employ different substantive rules that have a “significant possible effect on the outcome of the
trial,” Fin. One Pub. Co., 414 F.3d at 331 (citation omitted), by potentially eliminating two of
Sawgrass’s counterclaims.

The Court next concludes that New York has the greatest interest in this case, and that
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New York law therefore governs Sawgrass’s counterclaims. While it is undisputed that
Sawgrass suffered injury in Florida where it is domiciled, the Court finds that the actual tortious
conduct alleged in Sawgrass’s counterclaims occurred in New York, The wrongful conduct
alleged in Sawgrass’s counterclaims is a failure to recommend Top and Drop insurance.
Sawgrass alleges that Holborn was negligent because it “breached its duty of care by failing to
use reasonable skill and care to recommend and secure appropriate reinsurance for Sawgrass,
including Top and Drop coverage.” Counterclaims § 40. Likewise, Holborn “breached its
fiduciary duty by failing to recommend and secure the reinsurance products appropriate for
Sawgrass’ particular business needs, including Top and Drop coverage.” Counterclaims § 47.
Sawgrass repeatedly characterizes Holbom’s tortious conduct as a “failure to recommend and
secure” Top and Drop coverage, Counterclaims ¥ 21; see also Counterclaims ¥ 18 (“Sawgrass
learned that Holborn, contrary to its duties and fiduciary obligations, failed to recommend a
reinsurance product known as “Top and Drop’ reinsurance coverage (“Top and Drop’).”). This
failure occurred when Holborn considered, recommended, and secured reinsurance for Sawgrass.
The Court finds that Sawgrass has failed to plausibly allege that this failure occurred in
Florida. Specificelly, Sawgrass does not allege with particularity that Holborn’s agents were in
Florida when they were considering and selecting reinsurance or when they recommended a
particular reinsurance plan to Sawgrass. Rather, Sawgrass only specifically states that Holborn
agents traveled to Florida “to meet with Sawgrass during the course of negotiations” and more
generally alleges that Holborn agents traveled to Florida during the course of “the ensuing
relationship.” Counterclaims § 28. It does not specifically allege that any of these meetings
concerned Holborn’s choice of a reinsurance plan or its recommendation of that reinsurance plan

to Sawgrass. Similarly, in its opposition to Holborn’s motion to dismiss, Sawgrass does not
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allege that any of Holborn’s actions other than its alleged pre-contract representations about the
services it would provide took place in Florida:
Here, Holborn traveled to Florida, and while in Florida made representations to
Sawgrass that it would custom tailor & reinsurance program to meet its unique
business needs. Holborn then drafted and presented a Reinsurance Contract to
Sawgrass that itself contained a Florida choice of law provision, which Holborn
recommended Sawgrass ecxecute becanse it met its business needs, and which
Sawgrass executed in Florida.
Opp. at 10. Sawgrass specifically avoids asserting that Holborn was in Florida during the
consideration, drafting, or presentation of the proposed reinsurance contract. Further
underscoring the dearth of specific allegations that the purportedly tortious conduct took place in
Florida is Sawgrass’s argument in its opposition to the motion to dismiss that the allegedly
tortious conduct may have occurred in Minnesota or Kansas. In arguing against application of
New York law, Sawgrass states that “Holborn also maintains offices in Minnesota and Kansas,
and is incorporated in Delaware,” and that “there is no record support for what activities
occurred at any of Holborn’s varied locations.” Opp. at 10. In effect, Sawgrass admits that it
does not know where Holborn was when it acted but that Holborn’s allegedly tortious conduct
took place at one of its Jocations rather than in Florida during any meeting between Sawgrass and
Holborn.! As a result, the Court concludes that Sawgrass’s allegations fail to rise above the level

of “bare assertions” that tortious conduct occurred in Florida, which cannot be credited. See

Igbal, 556 U.S. at 681. The Court finds that the allegedly tortious actions of Holborn occurred in

! The Court separately rejects Sawgrass’s contention that Holborn’s conduct may have occurred in
Minnesota or Kansas rather than in New York. Nowhere in the Amended Counterclaims does Sawgrass
allege that Holborn conducted any business related to Sawgrass out of its other offices or that it has
reason to believe that any of the agents with whom Sawgrass worked traveled to these other offices, The
only reference to these other offices in the Counterclaims is the statement that “[u]pon information and
belief, Holborn . . . [has] offices in New York, Minnesota, and Kansas.” Counterclaims §2. But the
contracts that are incorporated into the Amended Counterclaims all require communications between
Sawgrass and Holborn to be sent to Holborn’s New York office. See 2012 BAC at 2, 3; 2014 BAC at 3.
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New York. As in GlobalNet Financial, Holbomn is licensed in New York and its principal place
of business is New York. Counterclaims § 2; Support at 3; 2012 BAC at 2, 3; 2014 BAC at 3;
NY License, Dkt. No, 29-4. The contracts between Sawgrass and Holborn required all
communications with Holborn to be sent to a New York address and that Holbom's agent could
be reached at a New York City phone number. 2012 BAC at 2, 3; 2014 BAC at 3. Holborn’s
failure to recommend a specific policy therefore is centered in New York under GlobalNet
Financial (and absent contrary specific allegations by Sawgrass), and the Court concludes that
New York has the greatest interest in this case. See Licci, 739 F.3d at 50-51; GlobalNet
Financial, 449 F.3d at 385,

Sawgrass argues that even if Holborn’s failure to recommend Top and Drop insurance
occurred in New York, Florida law should nevertheless govern this case because Holborn made
fraudulent misrepresentations during meetings with Sawgrass in Florida. Opp. at 8.
Specifically, Sawgrass states that its claims “relate to the misrepresentations Holborn made that
it would carefully analyze Sawgrass’ potential exposure and recommend a specific reinsurance
program custom tailored to its needs, and then failed to do so resulting in damages.” Opp. at 8.
This claim is unavailing. Sawgrass has not sued Holbom for fraud or alleged that Holborn
knowingly made misrepresentations to Sawgrass. Rather, Sawgrass claims that Holborn’s later
Jailure to fulfill these promises was negligent and a breach of fiduciary duty. As a result, the
tortious conduct at issue in Sawgrass’s counterclaims is that subsequent failure, not the initial
representations. Because Sawgrass has not sufficiently alleged that Holborn’s failure occurred in
Florida, and against the backdrop of GlobalNet Financial, the Court concludes that the alleged
failure occurred in New York and thus is governed by New York law.

The Court likewise sees no merit in Sawgrass’s argument that Florida law applies in this
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case because the reinsurance contract Sawgrass ultimately signed with third parties was executed
in Florida and governed by Florida law. Opp. at 8. Holborn was not a party to that contract, nor
did that contract implicate Holborn’s contractual relationship to Sawgrass. See Reinsurance
Contract, Dkt. No. 35-1. Rather, the contract merely governed the obligations between Sawgrass
and its many reinsurers, As a result, although that contract has a choice-of-law provision stating
that Florida law governs the contract, Reinsurance Contract at 22, that contract has no bearing on
where Holborn’s allegedly tortious conduct occurred or which state has the greatest interest in
the actions by the reinsurance broker rather than the actions of the reinsured and reinsurers. See
GlobaiNet Financial, 449 F.3d at 385 (holding that a state did not have the greatest interest in a
tort arising from an insurance relationship merely because the ultimate insurance risk would be
borne in that state),

Sawgrass next argues that, despite the normal rule that the state in which a conduct-
regulating tort occurred will generally have the greatest interest in the case, see White Plains
Coat & Apron Co., 460 F.3d at 284, Florida has the greatest interest in this case, Opp. at 11. In
support of this position, Sawgrass states that it is domiciled in Florida, Holborn traveled to
Florida to negotiate its relationship with Sawgrass, the reinsurance Holborn secured covered
exclusively Florida risks on Florida-issued insurance policies, and the ultimate reinsurance
contract secured by Holborn had a choice-of-law provision applying Florida law. Opi:). at 11,
This argument is largely foreclosed by the Second Circuit’s holding in GlobalNet Financial. In
that case, the plaintiff likewise argued that Florida had the greater interest because the plaintiff
was domiciled in Florida and the defendant had provided insurance coverage “for a risk that was
primarily located in Florida.” 449 F.3d at 385. Nevertheless, the Second Circuit concluded that

New York had the greater interest in the outcome because it was where the defendant’s conduct
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had occurred. Jd. Because the facts of GlobalNet Financial are not meaningfully distinguishable
from the facts presented here, the Court disagrees with Sawgrass’s suggestion that Florida law
should govern.

Finally, Sawgrass counsels that if the Court is not persuaded that Florida law applies, it
should defer ruling on the choice-of-law question until after discovery has occurred. Opp. at 7,
12-13. In support of this position, it states only thai delaying resolution of the question unil
after discovery “will allow the parties to present the Court with additional facts germane to the
issue.” Opp. at 12. While the Court recognizes that courts often decline to rule on choice of law
at the motion to dismiss stage because it requires fact-intensive analysis, Smith, 2011 WL
2016293 at *6 n.12, the Court finds it appropriate to rule that New York law governs this case.
The Court’s determination in this case does not require a fact-intensive inquiry: even treating all
of Sawgrass’s allegations as true and viewing all facts in the light most favorable to it, it has
failed to allege any facts that would cause Florida lawvto govemn this case. Because the failure is
one of pleading rather than one of factual support, the Court sees no reason to allow the choice-
of-law issue to become the subject of extensive discovery. See Patel, 2012 WL 1883529, at *4
(deciding the choice of law question at the motion to dismiss stage because plaintiff had not
plausibly alleged that the locus of the tort had been anywhere other than Georgia).

The Court thus concludes that New York law governs Sawgrass’s counterclaims. As a
result, New York’s economic loss doctrine will foreclose Sawgrass’s claims absent application
of an exception to that general rule.

B. The Parties Did Not Have a Special Relationship Creating Additional Duties
Owed by Holborn to Sawgrass

Sawgrass next argues that the economic loss doctrine is inapplicable in this case because

the parties had a special relationship giving rise to additional duties independent of the operative
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contracts. Under New York law, insurance brokers “have a common-law duty to obtain
requested coverage for their clients within a reasonable time or inform the client of the inability
to do so” but “have no continuing duty to advise, guide or direct a client to obtain additional
coverage.” Am. Bldg. Supply Corp. v. Petrocelli Grp., Inc., 979 N.E.2d 1181, 1184 (N.Y. 2012)
(quoting Murphy v. Kuhn, 682 N.E.2d 972, 974 (N.Y. 1997)). However, the New York Court of
Appeals has held that “[where a special relationship develops between the broker and client,”
the broker “may be liable . . . for failing to advise or direct the client to obtain additional
coverage.” Voss v. Neth. Ins. Co., 8 N.E.3d 823, 828 (N.Y. 2014). A special relationship may be
established in one of three ways:

(1) the agent receives compensation for consultation apart from payment of the

premiums, (2) there was some interaction regarding a question of coverage, with

the insured relying on the expertise of the agent, or (3) there is a course of dealing

over an extended period of time which would have put objectively reasonable

insurance agents on notice that their advice was being sought and specially relied
on.

Murphy, 682 N.E.2d at 975-76 (citations omitted).

If a special relationship exists, the special duties that attach to the parties are “govemned
by the particular relationship between the parties and [are] best determined on a case-by-case
basis.” Id. at 975. An insurance broker may be found negligent for failure to fulfill the duties
that attach due to a special relationship. See Foss, 8 N.E.3d at 828-29. A special relationship
will also suppott a claim for breach of fiduciary duty because “[t]he ‘duty’ element of
[negligence and fiduciary duty] causes of action requires the same inquiry.” Muller-Paisner v.
TiAA4, 289 F. App’x 461, 465 (2d Cir. 2008); see also Edelman v. O 'Toole-Ewald Art Assocs.,
Inc., 814 N.Y.S.2d 98, 99 (App. Div. 2006) (“[I]nsurance companies do not owe a fiduciary duty
to their insureds, absent a showing of some special relationship.”). “[S]pecial relationships in the

insurance brokerage context are the exception, not the norm . .. .” Voss, 8 N.E.3d at 829.
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Insureds bear the burden of proving a special relationship. Murphy, 682 N.E.2d at 976.

Sawgrass alleges that a special relationship existed between itself and Holborn based on
the second method identified in Murphy: an interaction regarding a question of coverage with the
insured relying on the expertise of an agent. Opp. at 14-18. In order to satisfy this requirement,
courts have generally required that the insured make a specific request about the feature of the
proposed insurance at issue in the subsequent suit. For example, in Voss, the plaintiff asked the
defendant whether an insurance policy that covered $75,000 in loss due to business interruption
would be sufficient for her based on the size and revenue of her business. 8 N.E.3d at 825-26,
The defendant “allegedly assured her that it would suffice based on . . . the size of her
businesses,” and the plaintiff subsequently accepted the policy. /d. at 826. The Court of Appeals
congcluded that a special relationship might exist, and thus summary judgment was inappropriate,
because the two parties “discussed business interruption insurance from the inception of their
business relationship,” the defendant obtained “relevant data in order to calculate the proper {eve!
of coverage,” and the plaintiff “questioned that amount [of $75,000 of coverage]” and the
defendant “assured her that it was adequate based on his review of her business finances.” Id. at
829. In contrast, in Murphy, the Court of Appeals found no special relationship between an
insurer and insured where the plaintiff “never asked [the defendant] to increase the liability
limits” on the auto insurance policy at issue and, “[i]n fact, there is no indication that [the
plaintiff] ever inquired or discussed with [the defendant] any issues involving the liability limits
of the automobile policy.” 682 N.E.2d at 975. The court concluded that “[s]uch lack of
initiative or personal indifference cannot qualify as legally recognizable or justifiable reliance.”
Id

Here, Sawgrass has not alleged that a particular conversation about Top and Drop
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insurance ever occurred between the parties, nor has it alleged that it relied on Holborn to
procure Top and Drop insurance specifically. Instead, Sawgrass merely alleges that it required
Holborn “to carefully analyze Sawgrass’ potential exposure . . . [and] design a specific
reinsurance program customn tailored to Sawgrass’ unique business needs.” Counterclaims § 7.
Similarly, Sawgrass argues that Holborn recommended a reinsurance policy “that it represented
as having been the most advantageous for its unique business needs,” and that Sawgrass “relied
on Holborm’s analysis and recommendations and purchased the reinsurance that Holborn
recommended.” Counterclaims §§ 16-17. An alleged conversation in which the parties
discussed “the most advantageous™ policy — without either party specifically mentioning Top and
Drop insurance — is insufficient to create a special relationship under Murphy. See 682 N.E.2d at
975. All insurance customers are seeking the most advantageous insurance policy, and as a
resull, a discussion generally about what policy will be the most advantageous does not suggest
“that the Plaintiff enjoyed anything other than an ordinary consumer-agent insurance
relationship.” Long Beach Road Holdings, LLC v. Foremost Ins. Co., 75 F. Supp. 3d 575, 590
(E.D.N.Y. 2015). If such a generalized and common inquiry were sufficient to create a special
relationship between an insurance broker and customer, courts would be required to find the
existence of a special relationship in nearly every insurance purchase and the exception would
swallow the general rule. See Voss, 8 N.E.3d at 829 (describing a special relationship between
an insurance broker and customer as the “exception” to the general rule).

Sawgrass argues that it need not allege “the precise coverage discussed, and the precise
question presented” because only a short, plain statement of the claim is required at the motion to
dismiss stage. Opp. at 15 n.7 (discussing the requirement of Federal Rule of Civil Procedure

8(a)(2)). While the Court agrees that Sawgrass need not plead every fact in its Amended
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Counterclaims, Rule 8(a)(2) requires it to plead a sufficient statement to “show[] that the pleader
is entitled to relief.” Fed. R. Civ. Proc. 8(a)(2). In this case, Sawgrass has failed to allege
sufficient facts to demonstrate that a special relationship was created between itself and Holborn
that would require Holborn to recommend Top and Drop reinsurance. It has thus failed to allege
that it is entitled to relief for Holborn’s actions under either a negligence theory or breach-of-
fiduciary-duty theory.
IV.  Conclusion

Plaintiff’s motion to dismiss Counts I and II of Defendant’s Amended Counterclaims is
granted. This resolves Docket Number 27.

The Court will schedule an initial pretrial conference in this matter under separate order.
SO ORDERED.

Dated: January l 1 , 2018
New York, New York
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Christy, Virginia

From: David Yon <dyon@radeylaw.com>
Sent: Friday, June 29, 2018 11:16 AM
To: Christy, Virginia

Cc Murphy, Susanne

Subject: RE: SMIC

Thank you for your assistance. 1 understand your this is not the only issue.

From: Christy, Virginia <Virginia.Christy @floir.com>
Sent: Friday, June 29, 2018 11:06 AM

To: David Yon <dyon@radeylaw.com>

Cc: Murphy, Susanne <Susanne.Murphy@floir.com>
Subject: Fwd: SMIC '

David,
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provided to the Office at the beginning and new ones that would have been required to be provided as a condition of
the consent order. Just to be clear, the list of outstanding litigation that was recently discovered is not the only basis
used regarding our last discussion.

Virginia A. Christy

Director, Property and Casualty Financial Oversight
Florida Office of insurance Regulation

200 E. Gaines Street, Suite 6374

Tallahassee, Florida

Telephone: {850} 413-5019

E-Mail: Virginia.Christy@floir.com
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& Mutual Company (™ “} appeals the final judgment awarding attorney's fees and
costs against it and in favor of Appellees and their counsel. Sawgrass raises two issues. First, it contends that
the iria] court erred by applying & i risk multiplier ta llees’ award of attorney’s fees. Second,

Sawgrass argues, and Appeliees agres, that there was a lack of competent substantiz] evidence to support the
award of $26,918.43 in court costs ding the services provided by two of. llees' expert wi

Nettles & Associates and Relizble Field Services of Central Florida, Inc. Based upon this proper concession of
error, we reverse the award of these costs from the total costs ded in the final jud Coneluding that
the application of the contingency risk multiplier in this case is unwarranted, we also reverse on the fixst issue.

Appellees purchaseda h s i palicy from for their home in Ormond Beach, Florida.
During the policy period, Appeliees noticed cracks in the interior and exterior walls of their home and filed 2
claim with Sawgrass under their palicy seeking recovery for the damages caused to their home by sinkhbole
activity, In respouse, Sawgrass investigated and ultimately denied the claim, resulting in Appellees filing suit

against Sawgrass for breach of the i contract. Following a k jury trial at which Appellees
prevafled on their daim, the trial court entered final judgment for damages in their favor and against
Sawgrass..

Appellees thereafier moved for an awsrd of attorney's fees pursnant to section 627428, Florida Statutes
(2011), and for court costs. Fallowing an evidentiary hearing, the trial court entered the final judgment on
appeal, making express findings in the judgment as to the reasonable number of hours expended by Appellees'
counsel and the reasonable hourly rates for their services rendered in this litigation. This *lodestar figure”
totaled $262,620. See Fla. Patient's Comp. Fund v. Rowe, 472 So.2d 1145, 1150~51 {Fla.19B5), modified on
other grounds by Standard Guar. Ins. Co. v. Quanstrom, 555 50.2d 828, 829 (Fla.1990) (explaining lodestar
process to determine reasonahle attorney’s fees). The trial court also found that the case was apprepriate for
the use of a contingency risk multiplier under the guidelines set forth in Rowe and Quanstrom, end it applieda
1.5 multiplier to the lodestar amaunt, resnlting in a total attorney's fee award of $393,930. On appeal,
Sawgrase does not dispute Appellees’ entitlement to attorney’s fees under section 627428, nor does it contest
the lodestar aspect of the attorney's fee award. Sawgrass does, however, argue that the trial conrt's use of the
multiplicr to enhance the award of attorney’s fees was error because Appellees did not present sufficient

id thata iplicr was for them to ohtain competent counsel,

The trial court's application of a multiplier to an attorney's fee award is reviewed under an abuse of discretion
standard of review. Holiday v. Nationwide Mut. Fire Ins., 864 So.2d 1215, 1218 (Fla_ 5th DCA 2004) (*Once it is
determined that attorney’s fees are awardable, the standard of review with respect to the application of a
multiplier is one of abuse of discretion ” (citing United Auto. Ins. Co. v. Padron, 775 So.2d 372 (Fla. 3d DCA
2000) {additional citation omitted))}. In Federated National Insurance Co. v. Joyee, 179 80.3d 492, 493-94
(Fla. 5th DCA 2015), review granted, SC16-103 {Fla.2016), we recestly wrote:

In Rowe, the Floride Supreme Court adopted the federal lodestar approach, which includes “a ‘strong
presumption’ that the lodestar represents the ‘reasonable fee.” “ Progressive Express Ins. Co. v. Schultz, 948

https://caselaw.findlaw.com/fl-district-court-of-appeal/1747555.html 6/25/2018
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So.2d 1027, 1030 (M. 5th DCA 2007) {citing Pennsytvania v, Del. Valley Citizens’ Council for Clean Air, 478
U.S. 546, 565, 106 S.Ct. 3088, 92 L Ed 2d 439 (1986)). “The application of a multiplier is the ption, not the
rule . and this presumption s avercame only in ‘rare’ and ‘exceptional’ ciccumstances.” State Farm Fla. Ins. Co.
v. Alvarez, 175 S0.3d 352 (Fla. 3d DCA 2015) (citing Perdue v. Kenny A. ex rel. Winn, 559 US. 542, 544, 130

8.0 1662, 176 L.Ed.2d 494 (2010)).

The primary issue in this case was whether llees’ home was d d by sinkhiole activity. If it was, then
the claitn was covered under the policy. If not, then there was no coverage. Each party presented expert witness
testimony at trial as to this issue. Appellees' counsel skillfully rep, Alees througbout this Lty

prevailed at trial, and was statutorily entitled to an award of an attorney's fee. The kadestar fee computed to
$262,620, whith, under Rowe, is strongly presumed to be a reasonable attorney’s fee. See Schultz, 948 So.2d at
1030. Although we apply a highly deferential standard of review of this type of an attorney's fee award because
of the trial court's “fitst-hand knowledge of the case,” “superior und ding of the litigation,” and i
contact with the parties and their counsel,” Alvarez, 175 So.3d at 355 (quoting Centex—Rooney Const. Co. v.
Martin Cty., 725 So.2d 1255, 1259 (Fla. 4th DCA 1999)), a5 appelate judgss, when we review the trial court's
decision for an abuse of discretion, “we arc not required to abandon what we learped as lawyers . in evaluating
the reasonableness of an award.” Trumbull Ins. Co. v. Wolentarski, 2 So.3d 1050, 1057 (Fla. 3d DCA 2009)
{citing Ziontz v. Ocean Trail Unit Owners Ass'n, 663 So.2d 1334, 1335 (Fla. 4th DCA 1993)). We find that this
cage is not one involving “rare™ and “ and, tk lude that the strong
presumption against the application of the contingency risk multiplier bas not been overcome.

Accordingly, we reverse, in part, the attorney’s fee award and remand with directions that the court strike from
the final judgment the sum of §131,310 for attomey’s fees awarded pursuant to the multiplier, resulting in an
attorney’s fee award to {lees' counsel in d ‘with the ioned lodestar figure. We also
reverse, in part, the awsrd of court costs and remand with direetions that the trial court strike from the final
judgment the sum of $26,918.43, reflecting the amoum awarded for services rendered by Nettles & Associates
and Reliable Field Services of Central Florida, Inc.

REVERSED in part; and REMANDED, with directions.

T concur with the mejority’s decision to reverse the award of total costs. I alsa agree with the majority’s framing
of the issue—it shonid be the most exceptional of cases that merit the nse of a multiplier. , I am foreed to
dissent, bowever, because of the standard of review in this case. As the majarity notes, the trial court's
application of a multiplier to an atforney's fee award is reviewed for an abuse of discretion, Holiday v.
Nationwide Mut. Fire Tns., 864 So.2d 1215, 1218 (Fla. 5th DCA 2004}. The trial court conducted an extensive
evidentiary hearing on the fee issue and determined that a multiplier was appropriate. I cannot conclude that
the trial court's decision constituted an abuse of discretion; thus, I would affirm the nse of a multiplier. I
respectfully dissent on this issue but concur with the majority opinion in all other respects.

PER CURIAM.

LAMBERT, J., and LEMONIDIS, R.C., Associate Judge, concur. COHEN, J., concurs in part and dissents in
part.
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ATTORNEY GENERAL

ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

* October 23,2017

VIA EMAIL

Mr. Danie! O’ Neil

Mr. Paul Simeone

Sawgrass Mutual Insurance Company
1000 Sawgrass Corporate Parkway, #100
Sunrise, FL 33323

Re: Florida Hurricane Catastrophe Fund (FHCF)
Overdue Premium Payment

Dear Messrs. O'Neil and Simeon:

As Sawgrass Mutual Insurance Company was placed under administrative supervision on
August 18,2017, pursuant to Article X(2)Xb) of the FHCF Reimbursement Contract (“Contract™), the
remainder of your company’s full 2017 provisional reimbursement premium of $3,237,331.40 was due
August 18, 2017. A letter and an invoice for this amount were emailed to your attention on September 15,
2017 requesting payment by Octaber 2, 2017. As of today, we have not received payment for this
outstanding amount.

Pursuant to Section 215.555(5), Florida Statutes, Sawgrass is required to annually pay the FHCF an
actugrially indicated premium for the coverage provided under the Contract. Pursuant to Article IX of the
Contract executed by Mr. Simeon on February 21, 2017, a company’s actual FHCF reimbursement
premium is based on its June 30 exposure and is not adjusted to reflect any changes to your book of
business after June 30", nor is it adjusted if a company cancels policies, is liguidated or otherwise
changes its business status, or stops writing new business. As such, the Florida Office of Insurance
Regulation’s September 1, 2017 Consent Order providing for the cancellation of all Sawgrass policies
effective September 1, 2017, does not change Sawgrass’ obligations under the FHCF Contract.

As Sawgrass failed to pay its full provisional FHCF premium by August 18, 2017 (as required under
Article X(2)(b) of the Contract) or by the October 2, 2017 date requested in the September 15, 2017
invoice, Sawgrass® 2017 selected coverage level of 90% had now been defaulted to 45% pursuant to the
terms of the Contract.

On September 26, 2017, the FHCF received Sawgrass’ 2017 Data Call submission. At the default 45%
coverage level, Sawgrass’ actuarially indicated 2017 FHCF premium, based on the Data Call submission,
is $2,181,044. As such, we have included your company’s final premium invoice for this amount, less the
$1,618,666 provisional premium payment received from Sawgrass on August 1, 2017, which results in a
remaining premium owed of $562,378.

Pursuant to the Contract, interest will continue to accrue on this balance from August 18, 2017 (the date
Sawgrass’ full FHCF provisional premium was due) until the date the balance is paid. While Sawgrass’
initial full provisional premium was & significantly higher number, the FHCF will not charge any interest
on the provisional premium in excess of your company’s eventual final premium.

EXHIBIT

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.
8200 TOWER + 860D W. 83"° STREET, SUITE 1100 « MINNEAPOLIS, MN 55437
PHONE: 800-689-FUND (3863) « FACSIMILIE: 800-264-0492




October 23, 2017
Page 2

After payment of the premium has been received, the FHCF will issue an invoice for the interest owed to

the FHCF on the $562,378 through the date of its payment.

If you would Jike to discuss this issue, feel free to call me at 800-689-3863 or Leonard Schulte, FHCF
Director of Legal Analysis & Risk Evaluation at the State Board of Administration of Florida, at 850-413-

1335,

Sincerely,

- s
P

C:»'Q;'f’ - "2,/‘”;7”
g

Martin K. Helgestad
Managing Director - FHCF Administration
Paragon Strategic Solutions Inc.

CC: Virginia Christy, Director of P&C Oversight
Florida Office of Insurance Regulation

1:fhcf2017/sawgrass

Anne T. Bert, FHCF Chief Operating Officer
State Board of Administration of Florida
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October 23, 2017
Mr. Paul Simeone
Sawgrass Mutual Insurance Company
1000 Sawgrass Corporate Parkway, #100
Sunrise, FL. 33323

STATEMENT # S2017-13619-00003

Sawgrass Mutual Insurance Company
NAIC: 13619

This statement is a current summary of all open FHCF invoices for your company.

Invoice Number Invoice Type Invoice Balance Due Date Status
12017-13619-00002 Mandatory 2nd Provisional $3,237,331.40 10/2/2017
12017-13619-00005  Adjustment $562,378.00 11/7/2017
12017-13619-00006 Reversal ($3,237,331.40) 10/23/2017

BALANCE (Due to Compeny) Due to the FHCF: §562,378.00

Failure to rewit payment by the due dare is a violation of the Florida Insurance Code
and shall result in a referral to the Florida (ffice of surance Regulation. Late
payments will accrue an interest charge untd the payment is received.

Payment must be made by one of these two methods

WIRE Transfer to: ACH to:

Bank of America, Tampa FL, Bank of America, Tampa FL
ABA 026 009 593 ABA 063 100 277

For credit to Paragon fbo FHCF For credit to Paragon fbo FHCF
Acct #0036 0275 2941 Acct #0036 0275 2941

PLEASE NOTE: PAYMENTS BY CHECK ARE NO LONGER ACCEPTED BY THE FHCF AND THE LOCKBOX HAS BEEN CLOSED,
PLEASE REMIT BY WIRE TRANSFER OR ACH AS INSTRUCTED ABOVE.

PAYMENTS NOT MADE BY ONE OF THE ABOVE METHODS AND NOT RECEIVED BY THE DUE DATE ARE CONSIDERED LATE
AND ARE SUBJECT TO LATE INTEREST. PLEASE INCLUDE REMITTANCE INFORMATION WITH THE WIRE OR ACH
INSTRUCTIONS. SEND BILLING/REMITTANCE QUESTIONS TO FHCFAccounting@aonbenfield com.

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.
8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W. 83RD STREET, SUITE 1100, BLOOMINGTON, MINNESOTA 55437
PHONE: 800-689-FUND (3863) / FACSIMILE: 800-264-0452
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Invoice #: 12017-13619-00002

October 23, 2017

Sawgrass Mutual Insurance Company Total: $3,237,331.40
NAIC: 13619 Due Date: October 02, 2017
2nd PROVISIONAL PREMIUM INSTALLMENT INVOICE
2017 Coverage Option 90.00 % One-Third Provisional Premium $3,237,331.40

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.

8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W. 83RD STREET, SUITE 1100, BLOOMINGTON, MINNESOTA 55437

PHONE: 800-689-FUND (3863) / FACSIMILE: 800-264-0492
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ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

Invoice #: 12017-13619-00005

Sawgrass Mutual Insurance Company
NAIC: 13619

Total:
Due Date:

October 23, 2017

$562,378.00
November 07, 2017

ADJUSTMENT

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.

Amount; $562,378.00

8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W. 83RD STREET, SUITE 1100, BLOOMINGTON, MINNESOTA 55437

PHONE: B00-685-FUND (3863) / FACSIMILE: 800-264-0492
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JIMMY PATRONIS
CHIEF FINANCIAL OFFICER
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ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

Invoice #: 12017-13619-00006

Sawgrass Mutual Insurance Company Total:
NAIC: 13619 Due Date:

REVERSAL INVOICE

Amount;

Reverses Invoice #:  12017-13619-00002

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.

October 23, 2017

($3,237,331.40)
October 23, 2017

($3,237,331.40)

8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W. 83RD STREET, SUITE 1100, BLOOMINGTON, MINNESQOTA 55437

PHONE: 800-683-FUND (3863} / FACSIMILE: 800-264-0492



AFFIDAVIT OF LEONARD SCHULTE

STATE OF FLORIDA
COUNTY OF LEON

BEFORE ME, this day personally appeared Leonard Schulte, who being duly
sworn deposes and says that the following information is true and correct, and within his
personal knowledge:

1. I, Leonard Schulte, am over the age of 18, sui juris, and | am competent to
testify to and have personal knowledge of the facts contained hérein.

2. Beginning October 2010 and continuing through the present, | have been
employed by the Florida Hurricane Catastrophe Fund ("FHCF”) as the Director of Legal
Analysis and Risk Evaluation,

3. The FHCF is a tax-exempt state trust fund under the direction of the State:
Board of Administration. The FHCF was created in November 1893 during a special
legislative session after Hurricane Andrew. The purpose of the FHCF is to protect and
advance the state's interest in maintaining insurance capacity in Florida by providing
reimbursements to insurers for a portion of their catastrophic hurricane losses.

4. Every insurer writing residential property insurance in Florida must enter
into a reimbursement contract with the FHCF as a condition of doing business in the state.
This contract establishes the amount of premium to be paid by that insurer and the level
of reimbursement to be provided by the FHCF in the case of catastrophic losses.

5. On February 21, 2017, Sawgrass Mutual Insurance Company executed its

FHCF reimbursement contract for the period June 1, 2017 through May 31, 2018

1 EXHIBIT




(“Contract”). A true and correct copy of the Contract is attached to this affidavit as Exhibit
A.

6. The total premium due to the FHCF from Sawgrass pursuant to the Contract
is $2,181,044, plus interest on the unpaid amount, accruing at the rate of 6.16% untif paid
in full. In addition, because of reporting errors discovered during the FHCF’s exposure
examination, the FHCF is requiring Sawgrass to resubmit exposure data, which will result
in additional premium due; this additional premium will not be calculated or invoiced
before recelpt of the resubmission.

7. As of the date of this affidavit, Sawgrass has paid to the FHCF
$1,618,666.00 in premium under the Contract. Copies of the receipt of this payment is
attached to this affidavit as composite Exhibit B.

8. As of the date of this affidavit, Sawgrass still owes the FHCF $562,378.00
in premium under the Contract plus interest on the unpaid amount, accruing at the rate of
6.16% until paid in full. A copy of the latest statement of the premium amount due and
owing the FHCF from Sawgrass is attached to this affidavit as Exhibit C.

9. The FHCF has made demand of Sawgrass for payment of the delinquent
premium. Sawgrass has not remitted payment or made any commitment to do so.

10.  On or about July 19, 2018, a representative of Sawgrass contacted the
FHCF and inquired whether the FHCF would consider accepting a reduced amount as
full payment of the premium due. The FHCF informed this representative that it would
not.

FURTHER AFFIANT SAYETH NAUGHT.
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Leonard &chuite

STATE OF FLORIDA

COUNTY OF LEON
fuqus®

Sworn to and subscribed before me by Leonard Schulte this Avdday of , 2018,

V_he/she is personally known to me, OR

. has produced _ as identificat?ﬂ
J = %{&e

NOTARY PUBLIC

(NOTARY STAMP) J«\
Printed Name: Mpge 1. gev+

g ANNE T, BERT

) 14§ Commission# FF 824110

Sa¥y Expires January 31, 2020
onted Tim) oy Bein bairirs 331530




EXHIBIT A
STATE BOARD OF ADMINISTRATION

WICK SCOTT
OF FLORIDA GOVENRNOR
CUAIR
1801 HERMITAGE BOULEVARD o
TALLAHASSEE, FLORIDA 32308 CHIEF FIASCIAL BRCER
50 488-4406
(8 ) FAM BONIM

ATYORNEY GENERAL.

POST OFFICE BOX 13360

32317-3300 ABH WILLIAMS
EXECUTIVE DIRECTOR & Cig

REIMBURSEMENT CONTRACT

Effective: June 1, 2017
(Contract)

between

SAWGRASS MUTUAL INSURANCE COMPANY
(Company)

NAIC #13619
and

THE STATE BOARD OF ADMINISTRATION OF THE STATE OF FLORIDA (SBA)
WHICH ADMINISTERS THE FLORIDA HURRICANE CATASTROPHE FUND (FHCF)

PREAMBLE

The Legislature of the State of Florida has enacted Section 215.555, Florida Statutes (Statute), which
directs the SBA to administer the FHCF. This Contract, consisting of the principal document entitfed
Reimbursement Contract, addressing the mandatory FHCF coverage, and Addenda, is subject to the
Statute and to any administrative rule adopted pursuant thereto, and is not intended to be in conflict
therewith. All provisions in the principal document are equally applicable to each Addendum unless
specifically superseded by one of the Addenda,

In consideration of the promises set forth in this Contract, the parties agree as follows:

ARTICLE 1 - SCOPE OF AGREEMENT

As a condition precedent to the SBA’s obligations under 1his Contract, the Company, an Autherized
Insurer or an entity writing Covered Policies under Section 627.351, Florida Statutes, in the State of
Florida, shall report to the SBA in a specified format the business it writes which is described in this
Contract as Covered Policies.

The terms of this Contract shall determine the rights and obligations of the parties. This Contract provides
reimbursement to the Company under certain circumstances, as described herein, and does not provide or
extend insurance or reinsurance coverage to any person. firm, corporation or other entity. The SBA shall
reimburse the Company for its Ultimate Net Loss on Covered Policies, which were in force and in effect
at the time of the Covered Event(s) causing the Loss, in excess of the Company’s Retention as a result of
each Covered Event commencing during the Contract Yesr, to the extent funds are available, all as
hereinafter defined.

1 FICE-2017K
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ARTICLE I - PARTIES TO THE CONTRACT

This Contract is solely between the Company and the SBA which administers the FHCF. In no instance
shall any insured of the Company or 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 only disburse
funds to the Company, except as provided for in Article XV. The Company shall not, without the prior
approval of the Office of Insurance Regulation, sell, assign, or transfer to any third party, in return for a
fee or other consideration any sums the FHCF pays under this Contract or the right to receive such sums.

ARTICLE Il - TERM

(1) The term of this Contract shall apply (o Losses from Covered Events which commence during the
period from 12:00:01 am., Eastern Time, June 1, 2017, to 12:00 midnight, Eastern Time, May 31,
2018 (Contract Year). Pursuant 1o the terms of this Contract, the SBA shall not be liable for Losses
from Covered Events which commence after the effective time and date of expiration or termination.
Should this Contract expire or terminate while a Covered Lvent 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) The Company is required to designate a coverage level, make the required selections, and return this
fully executed Contract to the FHCF Administrator so that the Contract is received by the FHCF
Administrator no later than 5 p.m,, Central Time, March 1, 2017. Failure to do so shall result in the
Company’s coverage level under this Contract being deemed as follows:

(a) For Companies that are a member of a National Association of Insurance Commissioners (NAIC)
group, the same coverage level selecled by the other Companies of the same NAIC group shall be
deemed. If executed Contracts for none of the members of an NAIC group have been received by
the FHCF Administrator, the coverage level from the prior Contract Year shall be deemed.

(b) For Companies that are not a member of an NAIC group under which other Companics are aclive
participants in the FHCF, the coverage level from the prior Contract Year shall be deemed.

(c) For New Participants, as that term is defined in Article V(21), that are a member of an NAIC
group, the same coverage level selected by the other Companies of the same NAIC group shall be
dcemed.

(d) For New Participants that are 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 bc sclected providing
that the FHCF Administrator receives executed Contracts within 30 calendar days of the effective
date of the first Covered Policy, otherwise, the 45% coverage Jevel shall be deemed.

(3) Failure by the Company to meet the requirements of this Article may result in referral to the Office of
Insurance Regulation.

ARTICLE 1V - LIABILITY OF THE FHCF

(1) The SBA shall reimburse the Company, with respect to each Covered Event commencing during the
Contract Year for the “Reimbursement Percentage™ elected, this percentage times the amount of
Ultimate Net Loss paid by the Company in excess of the Company’s Retention, as adjusted pursuant
to Article V(28), plus 5% of the reimbursed Losses for Loss Adjustment Expense Reimbursement.

(2) 'The Reimbursement Percentage will be 45% or 75% or $0%, at the Company’s option as elected
under Article XIX.

FHCF-2017K
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The aggregate liability of the FHCF with respect to all Reimbursement Contracts covering this
Contract Year shall not exceed the limit set forth under Section 215.555(4)(c)!., Florida Statutes. For
specifics regarding reimbursement calculations, see section (3)(c) of Article X.

Upon the occurrence of a Covered Event, the SBA shall evaluate the potential Losses to the FHCT
and the FHCF’s capacity at the time of the event. The initial Projected Payout Multiple used to
reimburse the Company for its Losses shall not exceed the Projected Payout Multiple as calculated
based on thc capacity needed to provide the FHCF’s coverage. If it appears that the Estimated
Claims-Paying Capacity may be exceeded, the SBA shall reduce the projected payout factors or
multiples for determining each participating insurer’s projected payout uniformly among all insurers
to reflect the Estimated Claims-Paying Capacity.

Reimbursement amounts shall not be reduced by reinsurance paid or payable to the Company from
other sources. Once the Company’s limit of coverage has been exhausted, the Company will not be
entitied to further reimbursements.

After the end of the calendar year, the SBA shall notify insurers of the estimated Borrowing
Capacity and the Balance of the Fund as of December 31. In May and October of each year, the SBA
shall publish in the Florida Administrative Register a statement of the FHCFs estimated Borrowing
Capacity, Estimated Claims-Paying Capacity, and the projected Balance of the Fund as of
December 31.

The obligation of the SBA with respect to all Contracts covering a particular Contract Year shall not
exceed the Balance of the Fund as of December 31 of that Contract Year, together with the
maximum amount the SBA is able to raise through the issuance of revenue bonds or through other
means available to the SBA under Section 215.555, Florida Statutes, up to the limit in accordance
with Section 215.555(4)(c)1. and (6), Florida Statutes. The obligations and the liability of the SBA
are more fully described in Rule 19-8.013, Florida Administrative Code (F.A.C.).

ARTICLE V - DEFINITIONS

M

2)

©)]

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
rcinsurance purchased by the FHCF, plus the amount the SBA is able to raise through the issuance of
revenue bonds, or through other means available by law to the SBA, up to the limil in accordance
with Section 215.555(4)(c)1. and (6), Florida Statutes.

Actuarially Indicated

This term means, with respect to Premiums paid by Companies for reimbursement provided by the
FHCF, an amount determined in accordance with the definition provided in Section 215.555(2)(a),
Florida Statutes.

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 FHCT.

(4) Administrator

This term means the entity with which the SBA contracts to perform administrative tasks associated
with the operations of the FHCF. The Administrator is Paragon Strategic Solutions Inc., 8200
Tower, 5600 West 83™ Street, Suite 1 100, Minneapolis, Minnesota 55437. The telephone number is
(800) 689-3863, and the facsimile number is (800) 264-0492.

FHCF-2017K
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Authorized Insurer

This term is defined in Section 624.09(1), Florida Statutes.

Borrowing Capacity

This term means the amount of funds which are able to be raised by the issuance of revenue bonds or
through other financing mechanisms, less bond issuance expenses and reserves.

Citizens Property Insurance Corporation (Citizens)

This term means Citizens Property Insurance Cotporation as created under Section 627.351(6),
Florida Statutes. For the purposes of the FHCF, Citizens Property Insurance .Corporation
incorporates two accounts, (&) 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 participating insurer with its
own reportable exposures, Reimbursement Premium, Retention, and Ultimate Net Loss.

Contract

This term means this Reimbursement Contract for the current Contract Year.

Covered Event

This term means any one storm declared to be a hurricane by the National Hurricane Center which
causes insured Josses in Florida. A Covered Event begins when a hurricane causes damage in Florida
while it is a hurricane and continues throughout any subsequent downgrades in storm status by the
National Hurricane Center regardless of whether the hurricane makes landfall. Any storm, including
a tropical storm, which does not become a hurricane is not a Covered Event.

Covered Policy or Covered Policies

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

(b) Due to the specialized nature of the definition of Covered Policies, Covered Policies are not
limited to only one line of business in the Company’s annual statement required to bc filed by
Section 624.424, Florida Statutes. Instead, Covered Policies are found in several lines of
business on the Company’s annual statement. Covered Policies will at a minimum be reported
in the Company’s statutory annual statement as:

1. Fire

Allied Lines

Farmowners Multiple Peril

Homeowners Multiple Peril

Commercial Multiple Peril (non liability portion, covering condominiums and

apartments)

6. Inland Marine
Note that where particular insurance exposures, e.g., mobile homes, are reported on an annual
statement is not dispositive of whether or not the exposure is a Covered Policy.

(c) This definition applies only to the first-party property section of a policy pertaining strictly to
the structure, its contents, appurtenant structures, or ALE coverage.

Lh-bb)_l\)

(d) Covered Policy also includes any collateral protection insurance policy covering personal
residences which protects both the borrower’s and the lender’s financial interest, in an amount
at Jeast 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, is available.

(e) See Article V1 for specific exclusions,
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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 a policy issued by another insurer.

Estimated Claims-Paying Capacity of the FHCF

This term means the sum of the projected Balance of the Fund as of December 31 of a Contract
Year, plus any reinsurance purchascd by the FHCF, plus the most recent estimate of the Borrowing,
Capacity of the FHCF, dctermined pursuant to Section 215.555(4)(c), Florida Statutes.

Excess Policy

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

Florida Department of Financial Services

This term means the Florida regulatory agency, created pursuant to Section 20.121, Florida
Statutes, which is charged with regulating the Florida insurance market and administlering the
Florida Insurance Code.

Florida Insurance Code
This term means those chapters identified in Section 624.01, Florida Statutes, which are designated
as the Florida Insurance Code.

Formuia or the Premium Formula

This term means the Formula approved by the SBA for the purpose of determining the Actuarially
Indicated Premium to be paid to the FHCF. The Premium Formula is defined as an approach or
methodology which leads to the creation of premium rates. The Formula shall, pursuant to Section
215.555(5)(b), Florida Statutes, include a cash build-up factor in the amount specified therein.

Fund Balance or Balance of the Fund as of December 31
These terms mean the amount of assets available to pay claims, not including any bonding
proceeds, resulting from Covered Events which occurred during the Contract Year.

Insurer Group

For purposes of the coverage option eclection in Section 215.555(4Xb), Florida Statutes, Insurer
Group means the group designation assigned by the National Association of Insurance
Commissioners (NAIC) for purposes of filing consolidated financial statements. A Company is a
member of a group as designated by the NAIC until such Company is assigned another group
designation or is no longer a member of a group recognized by the NAIC.

Loss

“Loss” or “Losses” means incurred losses under a Covered Policy from a Covered Event, including
Additional Living Expenses not to exceed 40 percent of the insured value of a Residential Structure
or its contents and amounts paid as fees on behalf of or inuring to the benefit of a policyholder.
“Loss” excludes allocated or unallocated loss adjustment expenses and also excludes any item for
which this Contract does not provide reimbursement pursuant to the exclusions in Article VI.

Loss Adjustment Expensc Reimbursement

(a) Loss Adjustment Expense Reimbursement shall be 5% of the reimbursed Losses under this
Contract as provided in Article 1V, pursuant to Section 215.555(4)(b)1., Florida Statutes.

(b) The 5% Loss Adjustment Expense Reimbursement is included in the total Payout Multiple
applied to each Company.

New Participant(s)

This term means all Companies which begin writing Covered Policies on or after the beginning of

the Contract Year. A Company that removes exposure from Citizens pursuant to an assumption

agreement effective on or after June 1 and had writlen no other Covered Policies before June 1 is

also considered a New Participant.
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Office of Insurance Regulation
This term means that office within the Department of Financial Services and which was created in
Section 20.121(3), Florida Statutes.

Payout Multiple

This term means the multiple as calculated in accordance with Section 215.555(4)(¢), Florida
Statutes, which is derived by dividing the single season Claims-Paying Capacity of the FHCF by
the total aggregate industry Reimbursement Premium for the FHCF for the Contract Year billed as
of December31 of the Contract Year. The final Payout Multiple is determined once
Reimbursement Premiums have been biiled as of December 31 and the amount of bond proceeds
has been determined.

Premium
This term means the same as Reimbursement Premium.

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 Muttiple is derived by dividing the
estimaled single season Claims-Paying Capacity of the FHCF by the estimated total aggregate
industry Reimbursement Premium for the FHCF for the Contract Year. The Company’s
Reimbursement Premium as paid to the SBA for the Contract Year is multiplied by the Projected
Payout Multiple to estimate the Company’s coverage from the FHCF for the Contract Year,

Reimbursement Premium

This term means the Premium determined by multiplying each $1,000 of insured value reported by
the Company in accordance with Section 215.555(S)(b), Florida Statutes, by the rate as derived
from the Premium Formula, as described in Rule 19-8.028, F.A.C.

Residential Structures

This term means units or buildings used exclusively or predominantly for dwelling or habitational
occupancies, including the primary structure and appurtenant structures insured under the same
policy and any other structures covered under endorscments associated with a policy covering a
residential structure. For the purpose of this Contract, a single structure which includes a mix of
commercial habitational and commercial non-habitational occupancies, and which is insured under
a commereial policy, is considered a Residential Structure if 50% or more of the total insured value
of the structure is used for habjtational occupancies. Covered Residential Structures do not include
any structures listed under Article VI.

Retention
This term means the amount of Losses from a Covered Event which must be incurred by the
Company before it is eligible for reimbursement from the FHCF.

(@) 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.

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

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

2. Adjustments to the Company’s Retention shall be based upon its paid and outstanding
Losses as reported on the Company’s Proof of Loss Reports, but shall not include incurred
but not reported Losses. The Company’s Proof of Loss Reports shall be used to determine
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(29)

(30

which Covered Events constitute the Company’s two largest Covered Events. Afier 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 order of Covered Events entitled to the reduction to one-third of the full Retention.

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

Retention Multiple

(a) The Retention Multiple is applied to the Company’s Reimbursement Premium to determine
the Company’s Retention. The Retention Multiple for the 2017/2018 Contract Year shall be
equal to $4.5 billion, adjusted based upon the reported exposute for the 2015/2016 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% reimbursement percentage level
for the Contract Year as determined by the SBA.

(b) The Retention Multiple shall be adjusted to reflect the reimbursement percentage elected by
the Company under this Contract as follows:
1. If the Company elects a 90% reimbursement percentage, the adjusted Retention Multiple is
100% of the amount determined under (29)(a) above;

2. If the Company elects a 75% reimbursement percentage, the adjusted Retention Multiple is
120% of the amount determined undcr (29)(a) above; or

3. If the Company elects a 45% reimbursement pcrcentage, the adjusted Retention Multiple is
200% of the amount determined under (29)(a) above.

Ultimate Net Loss

(a) This term means all Losses under Covered Policies in force at the time of a Covered Event
prior 1o the application of the Company’s Retention and reimbursement percentage, and
excluding loss adjustment expense and any exclusions under Article V1.

(b) The Company’s Ultimate Net Loss shall be determined in accordance with the deductible level
as specified under the policy sustaining the Loss without taking into consideration any
deductible discounts or deductiblc waivers.

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

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

(e) Nothing in this clause shall be construed to mean that Losses under this Contract are not
recoverable until the Company’s Ultimate Net Loss has been ascertained.

(f) The SBA shall be subrogated to the rights of the Company to the extent of its reimbursement
of the Company. The Company agrees to assist and cooperate with the SBA in all respects as
regards such subrogation. The Company further agrees to undertake such actions as may be
necessary to enforce its rights of salvage and subrogation, and its rights, if any, against other
insurers as respects any claim, loss, or payment arising out of a Covered Event.

ARTICLE VI - EXCLUSIONS

This Contract does not provide reimbursement for:
(1) Any losses not defined as being within the scope of a Covered Policy.

(2) Any policy which excludes wind or hurricane coverage.
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(3) Any Excess Policy or Deductible Buy-Back Policy that requires individval ratemaking, as
determined by the FHCF.

(4) (a) Any policy for Residential Structures that provides a layer of coverage undemeath an Excess

Policy issued by a different insurer;

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

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

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

{(6) Any coliateral protection policy that does not meet the definition of Covered Policy as defined in
Article V(10)(d).
(7) Any reinsurance assumed by the Company.

(8) Any exposure for hotels, motels, timeshares, shelters, camps, retreats, and any other rental property
used solely for commercial purposes.

(9) Any exposure for homeowner associations if no habitational structures are insured under the policy.

(10) Any exposure for homes and condominium structures or units that are non-owner occupied and
rented for 6 or more rental periods by different parties during the course of a 12-month period.

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

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

(13) Policies covering only Additional Living Expense.

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

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

(16) Any exposure for recreational vehicles, golf carts, or boats (including boat related equipment)
requiring licensing and written on a separate policy or endorsement.

(17) Any liability of the Company for exira 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 each Covered Event,
including individual coverage limits (i.e., building, appurtenant structures, contents, and additional
living expense), or other amounts paid as the result of a voluntary expansion of coverage by the
insurer, including, but not limited to, a discount on or waiver of an applicable deductible. This
exclusion includes overpayments of a specific individnal coverage limit even if total payments under
the policy are within the aggregate policy limit.

(19) Any losses paid under a policy for Additional Living Expense, written as a time element 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).
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(20) Any losses which the Company’s claims files do not adequately support. Claim file support shall be
deemed adequate if in compliance with the Records Retention Requirements outlined on the Form
FHCF-L 1B (Proof of Loss Report) applicable to the Contract Year.

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

(22) Losses in excess of the sum of the Balance of the Fund as of December 31 of the Contract Year and
the amount the SBA is able to raise through the issuance of revenue bonds or by the use of other
financing mechanisms, up to the limit pursuant to 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 Authorized Insurer and Citizens are covered by this Contract.

(24) All liability of the Company arising by contract, operation of law, or otherwise, from its participation
or membership, whether voluntary or involuntary, in any insolvency fund. “Insolvency fund”
includes any guaranty fund, insolvency fund, plan, pool, association, fund or other arrangement,
howsoever denominated, established or governed, which provides for any assessment of or payment
or assumption by the Company of part or all of any claim, debt, charge, fee, or other obligation of an
insurer, or its successors or assigns, which has been declared by any competent authority to be
insolvent, or which is otherwise deemed unable to meet any claim, debt, charge, fee or other
obligation in whole or in part.

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

(26) The FHCF does not provide coverage for water damage which is generally excluded under property
insurance contracts and has been defined to mean 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) Policies and endorsements predominantly covering Specialized Fine Arts Risks or collectible types
of property meeting the following requirements:
(a) A policy or 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 policy or endorsement is a
policy or 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 furniture,
antique silver, antique rugs, rare books or manuscripts, jewelry, or other similar items;

b. Charges a minimum premium of $500; and

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

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

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
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e. Collection valuation reviews.

(b) A policy form or endorsement generally used by the Company to cover personal property which
could include property of a collectible nature, including fine arts, as further deseribed in this
paragraph, either on a scheduled basis or written under a blanket limit, and not covering
anything other than personal property. All such policy forms or endorsements are subject to the
exclusion provided in this paragraph when the policy or endorsement limit equals or exceeds
$500,000. Generally such collectible property has unusually high values due to its investible,
artistic, or unique intrinsic nature. The class of property covered under such a policy or
endorsement represents an unusually high exposure value and such policy 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 contents associated with a Covered Policy.

(28) Any losses under liability coverages.

(29) Any exposure for a condominium structure insured on a commercial policy in which more than 50%
of the individual units are non-owner occupied and rented for 6 or more rental periods by different
parties during the course of a 12-month period.

(30} Any structure used exclusively or predominantly for non-dwelling or non-habitational occuparncies.

ARTICLE VII - MANAGEMENT OF CLAIMS AND LOSSES

The Company shall investigate and settle or defend all claims and Losses. All payments of claims or
Losses by the Company within the terms and limits of the appropriate coverage parts of Covered Policies
shall be binding on the SBA, subject to the terms of this Contract, including the provisions in Article X111
relating to inspection of records and examinations.

ARTICLE VIII1 -REIMBURSEMENT ADJUSTMENTS

Section 215.555(4)(d) and (c), Florida Statutes, provides the SBA with the right 10 seek the return of
excess reimbursements which have been paid to the Company along with interest thereon. Excess
reimbursements are those payments made to the Company by the SBA that are in excess of the
Company’s coverage under the Contract Year. Excess reimbursements may result from adjustments to the
Projected Payout Multiple or the Payout Multiple, incorrect exposure (Data Call) submissions or
resubmissions, incorrect calculations of Reimbursement Premiums or Retentions, incorrect Proof of Loss
Reports, incorrect calculation of reinsurance recoveries, or subsequent readjustment of policyholder
claims, including subrogation and salvage, or any combination of the foregoing, The Company will be
sent an invoice showing the due date for adjustments along with the interest due thereon through the due
date. The applicable interest rate for interest credits, and for interest charges for adjustments beyond the
Company’s control, wiil be the average rate earned by the SBA for the FHCF for the first four months of
the Contract Year. The applicable interest rate for interest charges on excess reimbursements due to
adjustments resulting from incorrect exposure submissions or Proof of Loss Reports will accrue at this
rate plus 5%. All interest will continue 10 accrue if not paid by the due date.

ARTICLE IX - REIMBURSEMENT PREMIUM

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

(2) The Company’s Reimbursemcnt Premium is based on its June 30 exposure in accordance with
Article X, except as provided for New Participants under Article X, and is not adjusted to reflect an
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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, acquisition, or termination) or stops writing new business
{continues in business with its policies in a runoff mode). Similarly, new business written after June
30 will not increase or decrease the Company’s FHCF Reimbursement Premium or impact its FHCF
coverage. FHCF Reimbursement Premiums are required of all Companies based on their writing
Covered Policies in Florida as of June 30, and each Company’s FHCF coverage as based on the
definition in Section 215.555(2)(m), Florida Statutes, shall exist for the entirety of the Contract Year
regardless of exposure changes, except as provided for New Participants under Article X.

Since the calculation of the Actuarially Indjcated Premium assumes that the Companies will pay
their Reimbursement Premiums timely, interest charges will accrue under the following
circumstances. A Company may choose to estimate its own Premium installments. However, if the
Company’s estimation is less than the provisional Premium billed, an interest charge will accrue on
the difference between the estimated Premium and the final Premium. If a Company estimates its
first instaliment, the Administrator shall bill that estimated Premium as the second instaliment as
well, which will be considered as an estimate by the Company. No interest will accrue regarding any
provisional Premium if paid as billed by the FHCF’s Administrator, except in the case of an
estimated second installment as set forth in this Article. Also, if a Company makes an estimation that
is higher than the provisional Premium billed but is less than the final Premium, interest will not
accrue. If the 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 Premiums
resulting from submissions or resubmissions finalized after December 1 of the Contract Year. An
interest credit will be applied for any Premium which is overpaid as either an estimate or as a
provisional Premium. Interest shall not be credited past December 1 of the Contract Year. The
applicable interest rate for interest credits will be the average rate earned by the SBA for the FHCF
for the first four months of the Contract Year. The applicable interest rate for interest charges will
accrue at this rate plus 5%.

ARTICLE X - REPORTS AND REMITTANCES

M

Exposures

(a) Ifthe Company writes Covered Policies before June 1 of the Contract Year, the Company shall
report to the SBA, unless otherwise provided in Rule 19-8.029, F.A.C., no later than the
statutorily required date of September 1 of the Contract Year, by ZiP Code or other limited
geographical area as specified by the SBA, its insured values under Covered Policies as of
June 30 of the Contract Year as outlined in the annual reporting of insured values form, FHCF-
DIA (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 1
of the Contract Year, the Company shall rcport to the SBA, no later than February 1 of the
Contract Year, by ZIP Code or other limited geographical area as specified by the SBA, its
insured values under Covered Policies as of November 30 of the Contract Year as outlined in
the Supplemental Instructions for New Participants section of the Dala 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.

(¢) 1If the Company first begins writing Covered Policies on December | through and including
May 31 of the Contract Year, the Company shall not report its exposure data for the Contract
Year lo 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. If the applicable due date is a
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Saturday, Sunday or legal holiday, then the actual due date will be the day immediately
following the applicable due date which is not a Saturday, Sunday or legal holiday. For
purposes of the timeliness of the submission, neither the United States Postal Service postmark
nor a postage meter date is in any way determinative. Reports sent to the FHCF Administrator
in Minneapolis, Minnesota, will be returned to the sender. Reports not in the physical
possession of the SBA by 4 p.m., Eastern Time, on the applicable due date are late.

(2) Reimbursement Premium

@

(®)

©

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, if the Company’s Reimbursement Premium for the prior Contract Year was less than
$5,000, the Company’s full provisional Reimbursement Premijum, in an amount equal to the
Reimbursement Premium paid in the prior year, shall be due in full on or before August 1 of the
Contract Year. The Company will be invoiced for amounts due, if any, beyond the provisional
Reimbursement Premium payment, on or before December 1 of the Contract Year.

If the 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 in the aggregate as “state action”):

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

2. Failure by such Company to pay the full annual provisional Reimbursement Premium as
specified in 1. above by the applicable due date(s) shall result in the 45% coverage level
being deemed for the complete Contract Year regardless of the level selected for the
Company through the execution of this Contract and regardless of whether a hurricane
event occurred or triggered coverage.

3. The provisions required in 1. and 2. above will not apply when the state regulator, receiver,
or rehabilitator provides a letter of assurance to the FHCF that the Company wili have the
resources and will 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 1 or
as soon thereafter as possible (but not to exceed two weeks after any regulatory or legal
action) in a letter to the FHCF as to the Company’s intentions to either pay the full FHCF
Reimbursement Premium as specificd in 1. above, to default to the 45% coverage being
deemed as specified in 2. above, or to provide the assurances as specified in 3. above.

A New Participant that first begins writing Covered Policies on or after June 1 but prior to
December 1 of the Contract Year shall pay the FHCF a provisional Reimbursement Premium of
$1,000 upon execution of this Contract. 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 Premium as determined by
processing the Company's exposure data shall then be divided in half, the provisional Premium
shall be credited, and the resulting amount shall be the total Premiwn due for the Company for
the remainder of the Contract Ycar. However, if that amount is less than $1,000, then the
Company shall pay $1,000. The Premium payment is due no later than April 1 of the Contract
Year. The Compary’s Retention and coverage will be determined based on the total Premium
due as calcufated above.
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(d) 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 upon execution of this Contract.

(e) The requirement that the Reimbursement Premium is due on a certain date means that the
Premium shall be remitted by wire transfer or ACH and shall have been credited to the FHCF’s
account at its bank in Tampa, Florida, as sct out on the invoice sent to the Company, on the due
date applicable to the particular instaliment. If the applicable due date is a Saturday, Sunday or
legal holiday, then the actual due date will be the day immediately following the applicable due
date which is not a Saturday, Sunday or legal hofiday. Reimbursement Premiums not credited
to the FHCF’s account on the applicable due date are late.

(f) Except as required by Section 215.555(7)(c), Florida Statutes, or as described in the following
sentence, Reimbursement Premiums, together with earnings thereon, received in a given
Contract Year will be used only to pay for Losses attributable to Covered Lvents 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)a)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 rcturned, 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 Jevied.

(3) Losses
(a) 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 pursuani to the Statute. For a Company
participating in a quota share primary insurance agreement(s) with Citizens Property Insurance
Corporation Coastal Account, Citizens and the Company shall report only their respective
portion of Losses under the quota share primary insurance agreemeni(s). Pursuant to Section
215.555(4)(c), Florida Statutes, the SBA is obligated to pay for Losses not to exceed the Actual
Claims-Paying Capacity of the FHCF, up to the limit in accordance with Section
215.555(4)(c)1 ., Florida Statutes, for any one Contract Year.

(b) Loss Reports

1. At the direction of the SBA, the Company shall report its projected Ultimate Net 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 from the SBA that such a report is
required.

2. FIICT 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 Comtract Year
under Rulc 19-8.029, F.A.C.

a. 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.
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3.

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 should 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. For the Proof of Loss Reports due by December 31 of the Contract Year, and the
required subsequent quarterly and annual reports required under subparagraphs 3. and
4. below, the Company shall submit its Proof of Loss Reports by each quarter-end or
year-cnd 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.

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:

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
exceed, or are expected to exceed, 75% of its FHCT Retention for a specific Covered
Event.

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

1f the Company’s Retention must be recalculated as the result of an exposure resubmnission,

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

obligations.

Annually after December 31 of the Contract Year, all Companies shall submit a mandatory
year-end Proof of Loss Report for each Covered Event, as applicable, using the most
current data available, accompanied by a Detailed Claims Listing. This Proof of Loss
Report shall be filed no earlier than December 1 and no later than December 31 of each
year and shall continue until the earlier of the commutation process described in (3)(d)
below or until all Losses resulting from the Covered Event are fully discharged including
any adjustments to such Losses due to salvage or other recoveries.
The SBA, except as noted below, will determine and pay, within 30 days or as soon as
practicable 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 retevant regulatory agencies to seek all
relevant information, and shall consider any other factors deemed relevant, prior to the
issuance of reimbursements.
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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 independent consultant to confirm
Losses, prior to the issuance of reimbursements,

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

All Proof of Loss Reports received will be compared with the FHCF’s exposure data to
establish the facial reasonableness of the reports. The SBA may also review the resuits of
current and prior Contract Year exposure and loss examinations to determine the
reasonableness of the reported Losses. Except as noted in paragraph 4. above, Companies
meeting these tests for reasonableness will be scheduled for reimbursement. Companies not
meeting these tests for reasonableness will be handled on a case-by-case basis and will be
contacted to provide specific information regarding their individual book of business. The
discovery of errors in 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 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.

(c) Loss Reimbursement Calculations

1.

In general, the Company’s paid Ultimate Net Losses must exceed its full FHCF Retention
for a specific Covered Event before any reimbursement is payable from the FHCF for that
Covered Event, As described in Article V(28)(b), Retention adjustments will be made on or
after January | of the Contract Year. No interest is payable on additional payments to the
Company due to this type of Retention adjustment. Each Company, including entities
created pursuant to Section 627.351(6), Florida Statutes, incurring reimbursable Losses will
receive the amount of reimbursement due under the individual Company’s Contract up to
the amount of the Company’s payout. If more than one Covered Event occurs in any one
Contract Year, any reimbursements due from the FHCF shall take into account the
Company’s Retention for each Covered Event. However, the Company’s reimbursements
from the FHCEF 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 in a previous Contract Year,
the SBA will establish a reserve for the outstanding reimbursable Losses for the previous
Contract Year, based on the length of time the Losses have been outstanding, the amount of
Losses already paid, the percentage of incurred Losses still unpaid, and any other factors
specific to the loss development of the Covered Events involved.

(d) Commutation

1.

Not less than 36 months or more than 60 months after the end of the Contract Year, the
Company shall file a final Proof of Loss Report(s), with the exception of Companies having
no reportable Losses as described in paragraph (3)(d)1.a. below. Otherwise, the final Proof
of Loss Report(s) is required as specified in paragraph (3)(d)1.b. below. The Company and
SBA may mutually agree to initiate commutation after 36 months and prior to 60 months
alter the end of the Contract Year. The commutation negotiations shall begin at the Jater of
60 months after the end of the Contract Year or upon completion of the FHCF loss
examination for the Company and the resolution of all outstanding examination issues.
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a.

If the Company’s most recently submitted Proof of Loss Report(s) indicates that it has
no Losses resulting, from Covered Events during the Contract Year, the SBA shall afler
36 months request that the Company execute a final commutation agreement. The final
commutation agreement shall constitute a complete and final release of all obligations of
the SBA with respect to Losses. If the Company chooses not to execute a final
commutation agreement, the SBA shall be released from all obligations 60 months
following the end of the Contract Year if no Proof of Loss Report indicating
reimbursable Losses had been filed and the commutation shall be deemed eoncluded.
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.

. If the Company has submitted a Proof of T.oss Report indicating that it does have Losses

resulting from a Covered Event during the Contract Year, the SBA may require the
Company to submit within 30 days an updated, current Proof of Loss Report for each
Covered Event during the Contract Year. The Proof of Loss Report must include all paid
Losses as well as all outstanding Losses and incurred but not reported Losses, which are
not finally settied and which may be reimbursable Losses under this Contract, and must
be accompanied by supporting documentation (at a2 minimum an adjuster’s summary
report or equivalent details) and a copy of a written opinion on the present value of the
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 Office of Insurance Regulation for a violation of the Contract. Increases
in reported paid, outstanding, or incurred but not reported 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.

Determining the present value of outstanding Losses.

a.

If the 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 alf ouistanding Losses, both reported and incurred but not reported,
resulting from Covered Evenls during the Contract Year. Payment by the SBA of its
portion of any amount or amounts so mutually agreed and certified by the Company’s
certifying actuary shall constitute a complete and final release of the SBA in respect of
all Losses, both reported and unreported, under this Contract.

. 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 detcrmined to be the present value of such Losses.-

. If the parties fail to agree, then any difference shall be settled by a panel of three

actuaries, as provided in this paragraph.

i. One actuary shall be chosen by each party, and the third actuary shall be chosen by
those two actuaries. If either party does not appoint an actuary within 30 days, the
other party may appoint two actuaries. 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.
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ii. All of the actuaries shall be regularly engaged in the valuation of property claims and
losses and shall be members of the Casualty Actuarial Society and of the American
Academy of Actuaries.

iii. None of the actuaries shall be under the control of either party 1o this Contract.

iv. Each party shall submit its case to the panel in writing on the 30% day after the
appointment of the third actuary. Following the submission of the case to the panel,
the parties are prohibited from providing any further information or other
communication except at the request of the panel. Such responses to requests from
the panel must be in writing and simultaneously provided to the other party and all
members of the panel, except that the panel may require the response to be provided
in a meeting or teleconference attended by both parties and all members of the
panel.

v. The decision in writing of any two actuaries, when filed with the parties hereto, shall
be final and binding on both parties.

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

(4) Advances
(a) 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 a timely
manner. Advances will be made based on the Company’s paid and reported outstanding Losses
for Covered Policies (excluding all incurred but not reported Losses) as reported on a Proof of
Loss Report, and shall include Loss Adjustment Expense Reimbursement 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 paragraph (1) of this Article. Except as noted below,
advances, if approved, will be made as soon as practicable after the SBA receives a written
request, signed by two officers of the Company, for an advance of a specific amount and any
other information required for the specific type of advance under subparagraphs (c) and (e)
below. All reimbursements due to the Company shall be offset against any amount of
outstanding advances plus the interest due thereon.

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 T.oss 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 exceeding the amount of any outstanding advances. Interest shall be
billed on a periodic basis. If it is determined that the Company received funds in excess of those
to which it was entitled, the interest as to those sumns will not cease on the date of the receipt of
the Proof of Loss Report but will continue unti] the Company reimburses the FHCF for the
overpayment.
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(¢) If the Company has an outstanding advance balance as of December 31 of this or any other
Contract Year, the Company is required to have an actuary certify outstanding and incurred but
not reported Losses as reported on the applicable December Proof of Loss Report.

(d) The specific type of advances enumerated in Section 215.555, Florida Statutes, follow.
Advances to Companies to prevent insolvency, as defined under Article XIV.

1.

1.

a.

Section 215,555(4)(e}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.

In addition to the requirements outlined in subparagraph (4)(a) above, 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 bccoming insolvent, and the Company
provides the following information:
i. Current assefs;
ii. Current liabilities other than liabilities due to the Covered Event;
iii. Current surplus as to policyholders;
iv. Estimate of other expected liabilities not due to the Covered Event; and

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

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

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

a.

Section 215.555(4)(e)2., Florida Statutes, provides that the SBA may advance to an
entity created 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 thar Contract Year, multiplied by the current
available liquid assets of the FHCF.,

In addition to the requirements outlined in subparagraph (4)(a) above, 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,

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 to limnited apportionment companies.

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

Shall determine whether its assets available for the payment of obligations are sufficient
and sufficiently liquid to fulfill its obligations to other Companies prior to granting an
advance;

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

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

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

6. Shall consider whether the Company has substantially exhausted amounts previously
advanced;

7. Shali consider any other factors deemed relevant; and

8. Shall require commercial self-insurance funds established under section 624.462, Florida
Statutes, to submit a copy of written estimates of expenses in support of the amount of
advance requested.

(f) Any amount advanced by the SBA shall be used by the Company only to pay claims of its
policyholders for the Covered Event which has precipitated the immediate need to continue to
pay additional claims as they become due.

(5) Inadequate Data Submissions

If exposure data or other information required to be reported by the Company under the terms of this
Contract is 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 result of an examination by the SBA. Ifa
resubmission is necessary as a result of an examination report issued by the SBA, the first
resubmission fee will be $2,000. If the Company’s examination-required resubmission is inadequate
and the SBA requires an additional resubmission(s), the resubmission fee for each subsequent
resubmission shall be $2,000. A resubmission of exposure data may delay the processing of the
Company’s request for reimbursement or an advance.

(6) Confidential Information/Trade Sceret 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), Fiorida Statutes, and Section
24(a), Art. 1 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 XTI - TAXES

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

ARTICLE XI¥ - 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 XIII - 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 right by the SBA to inspect, examine, and verify shall survive the completion and closure
of an exposure examination or loss examination file and the termination of the Contract, The Company
shall have no right to re-open an exposure or loss examination once closed and the findings have been
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accepted by the Company; any re-opening shall be at the sole discretion of the SBA. If the State Board of
Administration Finance Corporation has issued revenue bonds and relied upon the exposure and Loss
data submitted and certified by the Company as accurate to determine the amount of bonding needed, the
SBA may choose not to require, or accept, a resubmission if the resubmission will result in additional
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 findings by the Company, to be corrected to reflect
the proper values. The Company shall retain its records in accordance with the requirements for records
retention regarding exposure reporls and claims reports outlined herein, and in any administrative rules
adopted pursuant to Section 215.555, Florida Statutes. Companies writing covered collateral protection
policies, as defined in definition (10)(d) of Article V, must be able to provide documentation that the
policy covers 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.

(1) Purpose of FHCF Examination

The purpose of the examinations conducted by the SBA is to evaluate the accuracy of the FHCF
exposure or Loss data reported by the Company. However, due to the limited nature of the
examination, it cannot be relied upon as an assurance that a Company’s data is reported accurately or
in its entirety. The Company should not rely on the FHCF to identify cvery 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 responsibility 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 when reporting exposure data. The examination report is not intended to provide a legal
determination of the Company’s compliance.

(2) Examination Requirements for Exposure Verification

The Company shall retain complete and accurate records, in policy level detail, of all exposure data
submitted to the SBA in any Contract Year until the SBA has completed its examination of the
Company’s exposure submissions. The Company shall also retain complete and accurate records of
any completed exposure examination for any Contract Year in which the Company incurred Losses
until the completion of the loss reimbursement examination and commutation for that Contract Year.
The records to be retained are outlined in the Data Call adopted for the Contract Year under Rule 19-
8.029, F.A.C. A complete list of records to be retained for the exposure examination is set forth in
Form FHCF-EAP1, adopted for the Contract Year under Rule 19-8.030, F.A.C,

(3) Examination Requirements for Loss Reports
The Company shall retain complete and accurate records of all reporied Losses and/or advances
submitted to the SBA until the SBA has completed its examination of the Company’s reimbursable
Losses and commutation for the Contract Year (if applicable) has been concluded. The records to be
retained are set forth as part of the Proof of Loss Report, Form FHCF-L1B, adopted for the Contract
Year under Rule 19-8.029, F.A.C., and Form FHCF-LAPI, adopted for the Contract Year under
Rule 19-8.030,F.A.C.

(4) Examination Procedures

(a) The FHCF will send an examination notice 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 Comnpany and forwarded to
the FHCF upon request. The Company shall be prepared to choose one location in which to be
examined, unless otherwise specified by the SBA.
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The reports and data are required to be forwarded to the FHCF as set forth in an examination
notice letter. The information is then forwarded to the examiner. If the FHCF receives accurate
and complete records as requested, the examiner will contact the Company to inform the
Company as to what policies or other documentation will be required once the examiner is on
site. Any records not required to be provided to the examiner in advance shall be made
available at the time the examiner arrives on site. Any records to support reported exposure or
Losses which are provided after the examiner has left the work-site will, at the SBA’s
discretion, result in an additional examination of exposure and/or Loss records or an extension
or expansion of the examination already in progress. All costs associated with such additional
examnination or with the extension or expansion of the original examination shall be borne by
the Company.

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 and require a response from the Company by a date certain as to the examination
findings and recommendations, if any.

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

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

1. If the recommendation of the examiner is to resubmit the Company’s exposure dala for the
Contract Year in question, then the FHCF will send the Company a letter oullining 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 regarding the resubmission. Once the SBA has accepted the resubmission as a
sufficient response to the examiner’s findings, the exam is closed.

2. If the rccommendation of the examiner is to give the Company the option to either resubtnit
the exposure data or to pay the estimated Premium difference, then the FHCF will send the
Company a letter outlining the process for resubmission or for paying the estimated
Premium difference and including a deadline for the resubmission or the payment to be
received by the FHCF’s Administrator. If the Company chooses to resubmit, the same
procedures outlined in Article 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 a 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 reimbursement. The SBA shall then review the submitted Proof of Loss
Report(s) with respect to the examiner’s findings, and accept the Proof of Loss 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 cxaminer’s findings, the exam is closed.

The examiner’s list of errors is made available in the examination rcport sent to the Company.
Given that the examination was based on a sample of the Company’s policies or claims rather
than the whole universe of the Company’s Covered Policies or reported claims, the error st 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.
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(5) Costs of the Examinations
The costs of the examinations shall be borne by the SBA. However, in order to remove any incentive
for a Company to delay preparations for an examination, the SBA shall be reimbursed by the
Company for any examination expenses incurred in addition to the usual and customary costs, which
additional expenses were incurred as a result of the Company’s failure, despite proper notice, to be
prepared for the examination or as a result of a Company’s failure to provide requested information.
All requested information must be complete and accuratc,

ARTICLE X1V - OFFSETS

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

ARTICLE XV - INSOLVENCY OF THE COMPANY

Company shall notify the FHCF immediately upon becoming insolvent. Except as otherwise provided
below, no reimbursements will be made until the FHCF has completed and closed its examination of the
insolvent Company’s Losses, unless an agreement is entered into by the court appointed receiver
specifying that all data and computer systems required for FHCF exposure and loss examinations will be
maintained unti} completion of the Company’s exposure and loss examinations. Except as otherwise
provided below, in order to account for potential erroneous reporting, the SBA shall hold back 25% of
requested reimbursements until the exposure and loss 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 FTICF 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 liquidation 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 lo enable policyholders of insolvent companies to be paid for their claims, the SBA may
enter into agreements with FIGA allowing exposure and loss examinations to take place immediately
without the usual notice and response time limitations and allowing the FHCF to make reimbursements
(net of any amounts payable to the SBA from the Company or FIGA) to FIGA before the examinations
are completed and before the response time expires for claims filing by reinsurers and financial
institutions, which have a priority interest in those funds pursuant to Section 215.555(4)(g), Florida
Statutes. Such agreements must ensure the availability of the necessary records and adequate security
must be provided so that if the FHCF determines that it overpaid FIGA on behalf of the Company, or if
claims are filed by reinsurers or financial institutions having a priority interest in these funds, that the
funds will be repaid to the FIICF by FIGA within a reasonable time.

ARTICLE XVI- TERMINATION

The FHCF and the obligations of both parties under this Contract can be terminated only as may be
provided by law or applicable rules.

FHCF-2017K
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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 Administrative Code,
under the authority of that section of Florida Statutes.

(b) Section 215.555(11), Florida Statutes, authorizes the SBA to lake any action necessary to enforce
the rules and the provisions and requirements of this Contract, required by and adopted pursuant
to Section 215,555, Florida Statutes.

(2) Noncompliance

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

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

ARTICLE XVII - 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.

FHCF-2017K
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ARTICLE XIX —~ REIMBURSEMENT CONTRACT ELECTIONS
(1) Reimbursement Percentage

For purposes of determining reimbursement (if any) due the Company under this Contract and in
accordance with the Statute, the Company bas the option to elect a 45% or 75% or 90%
reimbursement percentage under this Contract. If the Company is a member of an NAIC group, all
mermbers must elect the same reimbursement percentage, and the individual executing this Contract
on behalf of the Company. by placing his or her initials in 1he box under (a) below, affirms that the
Company has elecied the same reimbursement pereentage as all members of its NAIC group. If the
Company is an entity created pursuant 10 Section 627.351. Florida Statutes, the Company must elect
the 90% reimbursement percentage. The Company shall not be permitted to change its
reimbursement percentage during the Contract Year. The Company shall be permitted to change its
reimbursement percentage at the beginning of a new Contract Year, but may not reduce its
reimbursement percentape if a Covered Event required the issuance of revenue bonds, until the
bonds are no langer outstanding,

The Reimbursement Percentage elected by the Company for the prior Contract Year cffective
June 1. 2016 was as follows: Sawgrass Mutual Insurance Company - 90%

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

{b) Reimbursement Percentage Election: The Company hereby elects  the following
Reimbursement Percentage for the Contract Year from 12:00:01 a.m., Eastern Time, June I,
2017, 10 12:00 a.mn., Eastern Time, May 31, 2018, (the individual executing this Contract on
behalf of the Company shell place his or her initials in the box to the left of the percentage
elected for the Company):

45% OR 75% OR YS 90%

{123) Additional Living Expense (ALE) Written as Time Element Coverage
If your Company writes Covered Policies that provide ALE coverage on a time clement basis (i.e.,
coverage is based on a specific period of time as apposed (o a stated dollar limit). you must initial
the "Yes — Time Element ALE’ hox below. If your Company does not write time element ALE
coverage, initial “No — Time Efement ALE' box below.

S e e

[ [
| OR | P 5 |
,,,,,,,, | L N |
Yes — Time No -~ Time
Element ALE Element ALE
24 FIICF-2017K
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ARTICLE XX - SIGNATURES

Approved by:

Florida Hurricane Catastrophe Fund

By:

By: State Board of Admj istration’of the State of Florida
o f% £ N )
Loriy gka 2 ¥ ) VOSSN, /] /
1281 I
o 1d] 7
: [l 11]/
Ashbel C. Williams © Dile

Executive Director & CIO

Approved as to tegalitys,

/
oy
By: ’Z//-'j i | [Z«.;"“V

/51

/ [ K
7 LRAIG A MEVER‘g
ASSIETANT GENERAL COUNSEL
Authority to sign on behalf of the Company:

7T

Date

i

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

as set forth in this Contract.

Sawgrass Mutual Insurance Company

% Siese (RO

Printed Na

me and Tile

By: &N\‘f\ Xg\i\\m \

Signature N

25 FHCF-2017K
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Transaction Detail

EXHIBIT B

BankofAnﬁerica"?

Bank 1D:
Transaction:
Currency:
Amount:
CreditfDebit:
Customer Ref #:
Bank Reference:
Value Date:

Transaction Detals

08/01/2017

003602752841

063100277

Praauthorized ACH Credit (165)
usbD

1,618,666.00

CREDIT

000000000000

09008475207

Immediate Avail:
1 Day Float
2 Day Float

! Text

0.00
0.00
0.00

Sawgrass Mutual DES:Payment ID:
INDN:Bank of America Tampa CO {D:2841004254 PPD
PMT INFO:For Credit to Paragon o FHCF

aboun:blank

8/1/2017 6:51 AM

Y



RICK SCOTT

EXHIBIT C GoVERNOR

CHAIR

HMMY PATRONIS
CHIEF FINANCIAL OFFICER

Florida Hurricane Catastrophe Fund AN BONDL

ATTORNEY GENERAL

ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

October 23,2017

Mr. Paul Simeone

Sawgrass Mutual Insurance Company
1000 Sawgrass Corporate Parkway, #100
Sunrise, FL. 33323

Re: Florida Hurricane Catastrophe Fund (FHCF)
Overdue Premium Payment

Dear Messrs. O’Neil and Simeon:

As Sawgrass Mutual Insurance Company was placed under administrative supervision on
August 18,2017, pursuant to Article X(2)(b) of the FHCF Reimbursement Contract (“Contract™), the
remainder of your company’s full 2017 provisional reimbursement premium of $3,237,331.40 was due
August 18, 2017. A letter and an invoice for this amount were emailed to your attention on September 15,
2017 requesting payment by October 2, 2017. As of today, we have not received payment for this
outstanding amount.

Pursuant to Section 215.555(5), Florida Statutes, Sawgrass is required to annuglly pay the FHCF an
actuarially indicated premium for the coverage provided under the Contract. Pursusnt to Article [X of the
Contract executed by Mr. Simeon on February 21, 2017, a company’s actual FHCF reimbursement
premium is based on its June 30 exposure and is not adjusted to reflect any changes to your book of
business after June 30®, nor is it adjusted if a company cancels policies, is liquidated or otherwise
changes its business status, or stops writing new business. As such, the Florida Office of Insurance
Regulation's September 1, 2017 Consent Order providing for the cancellation of all Sawgrass policies
effective September 1, 2017, does not change Sawgrass’ obligations under the FHCF Contract.

As Sawgrass failed to pay its full provisional FHCF premium by August 18, 2017 (as required under
Article X(2)(b) of the Contract) or by the October 2, 2017 date requested in the September 15, 2017
invoice, Sawgrass® 2017 selected coverage level of 90% had now been defaulted to 45% pursuant to the
terms of the Contract.

On September 26, 2017, the FHCF reccived Sawgrass’ 2017 Data Cail submission. At the default 45%
coverage level, Sawgrass’ actuarially indicated 2017 FHCF premium, based on the Data Call submission,
is $2,181,044, As such, we have included your company’s final premium invoice for this amount, less the
$1,618,666 provisional premium payment received from Sawgrass on August 1, 2017, which results in a
remaining preminm owed of $562,378.

Pursuant to the Contract, interest will continue to accrue on this balance from August 18, 2017 (the date
Sawgrass’ full FHCF provisional premium was due) until the date the balance is paid. While Sawgrass®
initial full provisional premium was a significantly higher number, the FHCF will not charge any interest
on the provisional premium in excess of your company’s eventual final premium.

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.
8200 TOWER « 5600 W, 83"° STREET, SUITE 1100 » MINNEAPOLIS, MV S5437
PIIONE; 800-689-FUND (3863) « FACSIMILIE; §00-264-0492



October 23, 2017
Page 2

After payment of the premium has been received, the FHCF will issue an invoice for the interest owed to

the FHCF on the $562,378 through the date of its payment.

i you would like to discuss this issue, feel free to call me at 800-689-3863 or Leonard Schults, FHCF
Director of Legal Analysis & Risk Evaluation at the State Board of Administration of Florida, at 850-413-

1335,
Sincerely,
(./C/,"'_‘_/ - 2" 2
P 2 - IJ seid
Martin K. Helgestad
Managing Director - FHCF Administration
Paragon Strategic Solutions Inc,

CC: Virginia Christy, Director of P&C Oversight
Florida Office of Insurance Regulation

1201 Taswgrass

Anne T. Bert, FHCF Chief Operating Officer
State Board of Administration of Florida



RICK SCOTT

GOVERNOR
CHATR
. . JIMMY PATRONIS
Florida Hurricane Catastrophe Fund CHIBE FINANCIAL OFFICER
PAM BONBI
ATTORNEY GENERAL
EXECUTIVE DIRECTOR & cio
October 23, 2017
Mr. Paul Simeone
Sawgrass Mutusl Insurance Company
1000 Sawgrass Corporate Parkway, #100
Sunrise, FL. 33323
STATEMENT # S2017-13619-00003
Sawgrass Mutual Insurance Company
NAIC: 13619
This statement is & current summary of all open FHCF invoices for your company.
Invoice Number Invoice Type Invoice Balance Due Date Status
12017-13619-00002 Mandatory 2nd Provisional $3,237,331.40 10/2/2017
i2017-13619-00005 Adjustment $562,378.00 11/7/2017
12017-13619-00006 Reversal ($3,237,331.40) 10/23/2017

BALANCE (Due to Company) Due to the FHCF: $562,378.00

Failurs 10 remii paymans Ay the die dove & o viotowuon of the Forida Iasurance Code
and shell result in a rcfarral o e itorida Uffice of insuronce Roguiniion. Late
PGments Wil Gocrve on infcrest charge il the payment it recehved,

Payment must be made by one of these two methods

WIRE Transfer to: ACH to:

Bank of America, Tampa FL Bank of America, Tampa FL
ABA 026 009 593 ABA 063 100 277

For credit to Paragon tho FHCF For credit to Paragon fbo FHCF
Acct #0036 0275 2941 Acct #0036 0275 2941

PLEASE NOTE: PAYMENTS BY CHECK ARE NO LONGER ACCEPTED BY THE FHCF AND THE LOCKBOX HAS BEEN CLOSED.
PLEASE REMIT BY WIRE TRANSFER OR ACH AS INSTRUCTED ABOVE.

PAYMENTS NOT MADE BY ONE OF THE ABOVE METHODS AND NOT RECEIVED BY THE DUE DATE ARE CONSIDERED LATE
AND ARE SUBJECT TO LATE INTEREST, PLEASE INCLUDE REMITTANCE INFORMATION WITH THE WIRE OR ACH
INSTRUCTIONS. SEND BILLING/REMITTANCE QUESTIONS TO FHCFAccounting@aonbenfield.com.

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS {NC,
8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W, 83RD STREET, SUITE 1100, BLOOMINGTON, MINNESOTA 55437
FHONE: 800-689-FUND (3863} / FACSIMILE: 800-264-0492



RICK BCOTT
GOVERNOR
CHAIR

JEFF ATWATLR
CHIEF FINANCIAL OFFICER

Florida Hurricane Catastrophe Fund

PAM BOND1
ATTORNEY GENERAL

ASHE WILLIAMS
EXECUTIVE DIRECTOR & C10

Invoice #: 12017-13619-00002 October 23,2017
Sawgrass Mutual Insurance Company Total: $3,237,331.40
NAIC: 13619 Due Date: October 02, 2017

2nd PROVISIONAL PREMIUM INSTALLMENT INVOICE

2017 Coverage Option 90.00 % One-Third Provisional Premium $3,237,331.40

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.
8200 TOWER. - NORMANDALE LAKE OFFICE PARK, 5600 W. 83RD STREET, SUITE 1100, BLOOMINGTON, MINNESOTA §5437
PHONE: 800-685-FUND (3863} / FACSIMILE: 800-264-0492



RICK SCOTT
GOVERNOR

JIMMY PATRONIS
CHIEF INANCIAL OFFICER

Florida Hurricane Catastrophe Fund

FAM BONDI
ATTORNEY GENERAL

ASH WILLIAMS
EXECUTIVE DIRECTOR & Ci0

Invoice #: 12017-13619-00005 Octaber 23, 2017

Sawgrass Mutual Insurance Company Total: $562,378.00
NAIC: 13619 Due Date:  November 07, 2017

ADJUSTMENT

Amount! $562,378.00

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC.
8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W. B3RD STREET, SUITE {100, BLOOMINGTON, MINNESOTA 55437
PHONE: 800-689-FUND (3863) / FACSIMILE: 800-264-0492



RICK SCOTT
GOVERNOR
CHAIR

JIMMY PATRONIS
CHIEF FINANCIAL OFFICER

PAM BONDI
ATTORNEY GENERAL

ASH WILLIAMS
EXECUTIVE DIRECTOR & CIO

Invoice #: 12017-13619-00006

Sawgrass Mutual Insurance Company
NAIC: 13619

October 23, 2017

($3,237,331.40)
October 23, 2017

REVERSAL INVOICE

Reverses Invoice #:  12017-13619-00002

ADMINISTERED FOR
THE STATE BOARD OF ADMINISTRATION BY
PARAGON STRATEGIC SOLUTIONS INC,

Amount:

($3,237,331.40)

8200 TOWER - NORMANDALE LAKE OFFICE PARK, 5600 W, 3IRD STREET, SUITE {100, BLOOMINGTON, MINNESOTA 55437

PHONE: 800-689-FUND (3863) / FACSIMILE: 800-264-04%2



AFFIDAVIT OF KIRK LUSK

STATE OF FLORIDA
COUNTY QOF PINELLAS

BEFORE ME, this day personally appeared Kirk Lusk, who being duly sworn deposes and says that the
following infarmation is true and correct, and within his personal knowledge:

1. I, Kirk Lusk, am over the age of 18, sui juris, and 1 am competent 1o testify to and have personal
knowledge of the facts contained herein.

2. Beginning January 2018 and continuing through present, I have been employed by Heritage
Property and Casualty Insurance Company (herein after referred to as “Heritage P&C™) as Chief Financial Officer.

3. Heritage P&C is a Florida based property and casualty insurance company that offers home,
condominium, rental property, and commercial residential insurance.

4, On September 1, 2017, the Florida Office of Insurance Regulation (hereinafier referred to as the
“Office”) approved an agreement between Heritage P&C and Sawgrass Mutual Insurance Company (hereinafter
referred to as “Sawgrass”) that effectively transferred Sawgrass's policyholders to Heritage. (“Order™). A true and
correct copy of the Order is attached to this affidavit as Exhibit A. The Order provided for the assumption by
Heritage of Sawgrass’s policyholder claims.

5. Pursuant the aforementioned agreement (“Agreement”) between Heritage P&C and Sawgrass, a
minimum of $2.5 million was owed to Heritage P&C by Sawgrass. This amount includes:

a. additional IBNR of $1,797,177 to reach the actuarial mid point of gross loss reserves as
described at Article 1.12 of the Agreement,

b. additional ciaim handling fees of $199,500 as described at Article 1.13 of the Agreement,

c. additional reserves of $179,718 as described at Article 1.10 of the Agreement

d. $737,422 of initial reinsurance recoverable on 9/1/2017 which was reversed in the reinsurance
roliforward by Sawgrass but was not collected by or remitted to Heritage P&C, and

e. $1,437,715 representing outstanding checks on the Sawgrass claims checking which were
voided in the Sawgrass policy system by Sawgrass and Sawgrass personnel instructed shoutd
be issued as claim checks on the Heritage P&C checking account for Sawgrass claims. These

checks were either issued by Sawgrass prior to 9/1/2017 and therefore not subject 1o the

EXHIBIT




Agreement or were issued by Sawgrass subsequent to 9/1/2017 but Heritage P&C had already
remitted payment.

f.  These amounts are reduced by $1,830,853 due to Sawgrass by Heritage P&C for expenses
and equipment previously agreed by Heritage P&C to be paid to Sawgrass.

g. The foregoing amounts do not include an additional amount owed to Heritage P&C of over
$560,000 on a reinsurance recovery that JLT Re withheld rom Heritage P&C. If that amount
is not collected from JLT Re, that amount owed to Heritage P&C would increase by at Jeast

$560,000.

FURTHER AFFIANT SAYETH NAUGHT.

STATE OF FLORIDA
COUNTY OF

Sworn to and subscribed before me by /6 ik Lusk this__Ist_day of August, 2018.

;L_’h'e//she is personally known to me, OR

___has produced ___ as identification. e 5
s o f
NOTARY PUBLIC
(NOTARY STAMP) A "
ot e o e o o o Printed Name: (_&rwyg (o hen
S, CARRIE COHEN

Notary Public - State of Fiorida
Commission # FF 990333
My Oomm, Expires Aug 22, 2620
Bonded inrough Nelional Wotary Assn. |

1

At

;
]
;
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Robert A, Scher

Adam G. Pence

FOLEY & LARDNER LLP
90 Park Avenue

New York, New York 10016
Tel: (212) 338-3575

Fax: (212) 687-2329

Attarneys for Plaintiff

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

Holborn Corporation,

Plaintiff, CIVIL ACTION

NO.
V.

Sawgrass Mutual Insurance Company,

Defendant.

COMPLAINT
Plaintiff Holbom Corporation (“Holborn”), by and through its attorneys, Foley &
Lardner, LLP, for its Complaint against Defendant Sawgrass Mutual Insurance Company
(“Sawgrass™), states as follows:

NATURE OF THE ACTION

1. This is an action for breach of contract based on Sawgrass’ refusal to honor its
clear obligations under the parties’ Broker Authorization Contract (“Contract”), by prematurely
terminating the Contract without cause and failing to pay Holborn its full share of brokerage on
all reinsurance procured or placed by the successor broker for the remaining Contract term.

2. In 2013, Holbomn and Sawgrass entered into the Contract, whereby Sawgrass

designated Holborn as its reinsurance broker for the purpose of procuring and servicing

EXHIBIT
4834-5075-3789.2 v |4




Case 1:16-cv-08147-AIN Document 1 Filed 11/23/16 Page 2 0f 8

reinsurance. Under the Contract, Holbomn and Sawgrass agreed to split brokerage and fees
earned by Holborn according to a Brokerage Sharing Agreement contained in Schedule A to the
Contract,

3. Under the Contract, if Sawgrass terminated the Contract without cause during the
Contract’s term, Holborn would be entitled to full brokerage — subject to the Brokerage Sharing
Agreement — on all reinsurance procured or placed by Holborn or any successor broker for the
remaining term of the Contract.

4. Sawgrass terminated the Contract without cause in May 2016.

S. Holborn has demanded the full brokerage — subject to the Brokerage Sharing
Agreement — on all reinsurance procured or placed by Holborn or any successor broker for the
remaining term of the Contract.

6. To date, Sawgrass has refused to pay Holborn the full brokerage ~ subject to the
Brokerage Sharing Agreement — on all reinsurance procured or placed by Holborn or any
successor broker for the remaining full term of the Contract.

7. Holborn, therefore, brings this action to enforce its contractual and common law
rights, and for such other and further relief as the Court deems just and proper.

THE PARTIES

8. Plaintiff Holborn is a corporation organized and existing under the laws of
the state of Delaware, with a principal place of business at 180 Maiden Lane, 7" Floor, New
York, New York 10038.

9. Upon information and belief, Defendant Sawgrass is a mutual insurance company

organized and existing under the laws of the state of Florida, with a principal place of business at

4834-5875-3789.2
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1000 Sawgrass Corporate Parkway, Suite 100, Sunrise, FL 33323, and engages in the business of
providing homeowners’ insurance coverage.

JURISDICTION AND VENUE

10.  This Court has subject matter jurisdiction over this matter pursuant to 28 U.S.C.
§ 1322, as complete diversity exists between the parties and the matter in controversy exceeds
$75,000, exclusive of interest and costs.

1. This Court has personal jurisdiction over Defendant Sawgrass because Sawgrass
transacts business in the State of New York and has purposefully availed itself of the privilege of
doing business in New York by virtue of the Contract with Holborn.

12. Venue is proper based on 28 U.S.C. § 1391(b)(2) because, upon information and
belief, Sawgrass regularly conducts business in this district and/or a substantial part of the claims
arose in this district. In addition, New York State has personal jurisdiction over Sawgrass, which
is a corporation who, upon information and belief, regularly conducts business in this district,
and this district has the most significant contacts. Therefore, venue is also proper pursuant to 28
U.S.C. § 1391(d) and § 1391(b)(1). Altemnatively, venue is proper pursuant to 28 U.S.C. §
1391(b)(3).

STATEMENT OF FACTS

13. In 2013, Holbom and Sawgrass entered into the Contract, whereby Sawgrass
designated Holborn as its reinsurance broker for the purpose of procuring and servicing
reinsurance. Under the Contract, Holborn and Sawgrass agreed to split brokerage and fees
earned by Holborn according to a Brokerage Sharing Agreement contained in Schedule A to the

Contract.

4834-5975-3789.2



Case 1:16-cv-09147-AIN Document 1 Filed 11/23/16 Page 4 of 8

14. The Contract became effective on June 1, 2014 and, pursuant to the terms of the
agreement, would continue in force through May 31, 2017, unless one of the parties terminates
the Contract,

15, In the event that Sawgrass terminated the Contract without cause during the
agreement’s term, the Contract contains the following provision in Paragraph 3:

In the event [Sawgrass], without cause, during the term of this
Contract, terminates [Holborn’s] designation or appoints a
successor broker of record, it is hereby agreed that [Holborn] will
be entitled to its full brokerage, subject to the Brokerage Sharing
Agreement, as per Schedule A, on all reinsurance procured or
placed by [Holborn] or any successor broker during the full term of
this Contract had said Contract not been rescinded or terminated,
including all brokerage on all years of any multi-year reinsurance
agreements incepting during the term of this Contract. For the
avoidance of doubt it is agreed that all brokerage and fees
associated with any reinsurance agreement, including multi-year

reinsurance agreements, shall be considered ecarmed as of the date
of placement.

16.  On or aboult May 2016, before the Contract expired, Sawgrass terminated the
Contract without cause.

17. Accordingly, under the Contract, Holborn is entitled to its full brokerage, subject
to the Brokerage Sharing Agreement, on all reinsurance procured or placed by Holborn or any
successor broker during the full term of the Contract as if the Contract not been rescinded or
terminated. Upon information and belief, the full brokerage amount that Holbomn is entitled to
under the Brokerage Sharing Agreement is approximately $800,000.

18.  Holbom has demanded that Sawgrass abide by the terms of the agreement and
pay Holborn the full brokerage that Holborn is due.

19. At the time Sawgrass terminated the Contract, Holborn owed Sawgrass

approximately $200,000 pursuant to the terms of the Contract.

4834-5975-3788.2
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20.  Holbom is entitled to offset the amount owed to Sawgrass against brokerage due
from Sawgrass. Accordingly, the amount owed by Sawgrass is approximately $600,000.

AS AND FOR A FIRST CAUSE OF ACTION
(BREACH OF CONTRACT)

2].  Holborn repeats and re-alleges each and every allegation contained in the
preceding paragraphs in this Complaint, and incorporates them herein by reference.

22.  The Broker Authorization Contract, which includes the Broker Sharing
Agreement as Schedule A thereto, represents a valid, binding, enforceable contract between
Holborn and Sawgrass.

23.  Holborn fully performed its obligations under the Contract.

24.  Pursuant to the clear and unambiguous terms of the Contract, upon termination
without cause by Sawgrass, Sawgrass is required to pay Holborn its full brokerage, subject to the
Brokerage Sharing Agreement, on all reinsurance procured or placed by Holborn or any
successor broker during the full term of the Contract had the Contract not been rescinded or
terminated.

25.  Sawgrass terminated the Contract without cause and has failed to pay Holborn its
full brokerage, subject to the Brokerage Sharing Agreement, on all reinsurance procured or
placed by Holborn or any successor broker during the full term of the Contract as if the Contract
not been rescinded or terminated.

26.  Sawgrass’ failure to pay Holbom in the amount of approximately $800,000
constitutes a material breach of the Contract.

27.  As a result, Holborn has been, and continues to be, damaged (after setoff) in an

amount not less than $600,000, plus interest accrued and continuing to accrue thereon.

4834-5975-3789.2
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AS AND FOR A SECOND CAUSE OF ACTION
(UNJUST ENRICHMENT)

28.  Holborn repeats and re-alleges each and every allegation contained in the
preceding paragraphs of this Complaint, and incorporates them herein by reference.

29.  Holborn agreed to be designated as Sawgrass’ reinsurance broker for the purpose
of procuring and servicing reinsurance for Sawgrass in exchange for the promise of a share of
brokerage and fees earned by Holbormn.

30.  Sawgrass has failed to honor its commitment and has failed to provide Holborn
with jts share of brokerage and fees earned by Holborn in the amount of approximately
$800,000.

31.  Sawgrass has been unjustly enriched by obtaining the benefit of Holbomn’s
placement of reinsurance for Sawgrass without providing Holborn its share of the brokerage and
fees in the amount of approximately $800,000.

32.  Holbom is entitled to its share of the brokerage and fees in the amount (after
setoff) of no less than $600,000.

AS AND FOR A THIRD CAUSE OF ACTION
(QUANTUM MERUIT)

33.  Holborn repeats and re-alleges each and every allegation contained in the
preceding paragraphs of this Complaint, and incorporates them herein by reference.

34.  Holborn procured and serviced reinsurance for Sawgrass.

35.  Sawgrass received the benefit of Holborn’s procurement and service of
reinsurance.

36.  Sawgrass has failed to compensate Holborn for the fair and reasonable value of its

procurement and service of reinsurance for Sawgrass.

4834-5975-3789.2
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37.  Holbom is entitled to the fair and reasonable value of its procurement and service
of reinsurance for Sawgrass.
JURY DEMAND

Plaintiff demands trial by jury on all issues so triable herein.

PRAYER FOR RELIEF

WHEREFORE, Plaintiff Holborn respectfully requests judgment against
Defendant Sawgrass as follows:

A. Enter judgment against Sawgrass on the First Count alleged herein, and
award damages in the amount of no less than $600,000, plus pre-judgment and post-judgment
interest, and attorneys’ fees;

B. Enter judgment against Sawgrass on the Second Count alleged herein, and
award damages in the amount of no less than $600,000, plus pre-judgment and post-judgment
interest, and attorneys’ fees;

C. Enter judgment against Sawgrass on the Third Count alleged herein, and
award damages in the amount of no less than $600,000, plus pre-judgment and post-judgment
interest, and attorneys’ fees and

D. Awarding Holborn such other and further relief as the Court may deem

just and proper.
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FOLEY & LARDNER LLP

By: /s/ Robert A. Scher

Robert A. Scher, Esq.
Adam G. Pence, Esq.
FOLEY & LARDNER LLP
90 Park Avenue
New York, New York 10016-1314
Telephone: (212) 682-7474
Facsimile: (212) 682-23299
rscher@foley.com
apence@foley.com

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

In Re: The Receivership of
SAWGRASS MUTUAL INSURANCE CASE NO.:
COMPANY, a Florida Corporation,

/

ORDER APPOINTING THE FLORIDA DEPARTMENT OF FINANCIAL SERVICES AS
RECEIVER OF SAWGRASS MUTUAL INSURANCE COMPANY FOR PURPOSES OF
LIQUIDATION, INJUNCTION, AND NOTICE OF AUTOMATIC STAY

THIS CAUSE was considered on the Application of the Florida Department of Financial
Services (“Department”), for an Order to Show Cause on the appointment of a receiver of Sawgrass
Mutual Insurance Company (“Respondent” or “Company™), and for injunction, and notice of
automatic stay, for purposes of liquidation, which was filed on August | 2018, (hereinafter,
“Application”). The Court, having reviewed and considered the pleadings of record, and otherwise
being fully informed in the premises, finds as follows:

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

2. This Court has jurisdiction over these proceedings pursuant to section 631.021(1),
Florida Statutes, and this Court can exercise jurisdiction over any person required to cooperate
with the Department and the Office of Insurance Regulation (“the Office”) pursuant to section
631.391 Florida Statutes, and over all persons made subject to this Court’s jurisdiction by other
provisions of law as provided in section 631.025, Florida Statutes. Venue is proper in the Circuit
Court of Leon County puréuant to section 631.021(2), Florida Statutes. Pursuant to section

631.021(1), Florida Statutes, this Court has jurisdiction over the receivership and is authorized to
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enter all necessary or proper orders to carry out the purpose of the Florida Insurers Rehabilitation
and Liquidation Act, sections 631.001 et seq., Florida Statutes.

3. Respondent was licensed as a Florida domiciled insurance company and on April
7, 2009, was authorized by the Office to transact insurance business. Respondent lists its principal
place of business as 1000 Sawgrass Corporate Parkway, Suite 100, Sunrise, Florida 33323.

4. Respondent agreed to be placed into administrative supervision, pursuant to
Part V of Chapter 624, Florida Statutes, for the purpose of protecting the assets of Sawgrass
and protecting the interests of its insureds and to implement an orderly wind-down of the
company’s assets. Administrative Supervision began on August 18, 2017, pursuant to a
Consent Order entered into with the Office, was extended for two 90-day periods, and was
again extended through October 9, 2018 to facilitate the effectuation of run-off.

5. Upon a determination by the Office that one or more grounds exist to initiate a
delinquency proceeding against an insurer and upon the Office’s determination that a delinquency
proceeding should be initiated, the Office is required to refer the insurer to the Department for the
initiation of such delinquency proceeding. § 631.031(1), Fla. Stat.

6. By letter dated August 3, 2018, pursuant to section 631.031(1), Florida Statutes,
David Altmaier, Commissioner of the Office, advised Florida’s Chief Financial Officer, Jimmy
Patronis, that grounds exist for the initiation of liquidation proceedings against Respondent.

7. Section 631.031(2), Florida Statutes, empowers the Department to apply to this
Court for an order directing it to liquidate a domestic insurer, and section 631.061, Florida Statutes,
provides that the Department may apply for such an order if the insurer is or is about to become

insolvent or upon the existence of any of the grounds specified in section 631.051, Florida Statutes.
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8. Based on the evidence presented in the Department’s Application, the Court has
determined that sufficient grounds exist for the liquidation of Respondent pursuant to the following
provisions of law:

A. Section 631.061(1), Florida Statutes, due to Respondent’s insolvency
within the meaning of section 631.011(14), Florida Statutes;

B. Section 631.051(3), Florida Statutes, due to the existence of the foregoing
grounds for liquidation, Respondent’s further transaction of insurance is presently or prospectively
hazardous to policyholders, if any, creditors, stockholders, or the public; and

C. Section 631.051(14), Florida Statutes, due to the insurer’s systematic
attempts to compromise with creditors on the ground that it is financially unable to pay its claims
in full.

9. The Court therefore finds that it is in the best interests of Respondent, its
policyholders, if any, creditors, stockholders, and the public that the Department be appointed
receiver of Respondent for purposes of liquidation.

THEREFORE, IT IS ORDERED AND ADJUDGED:

10.  The Department shall be and is hereby appointed receiver of Respondent for
purposes of liquidation, effective immediately upon the entry of this Order.

11. The Department has full power to direct and manage the affairs of Respondent, to
hire and discharge employees, and to deal with the property and business of the Respondent.

12. All officers, directors, trustees, administrators, agents and employees, and all other
persons representing Respondent or currently employed or utilized by Respondent in connection
with the conduct of its business are discharged forthwith; provided, however, the Department may

retain such persons in the Department’s discretion.
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13.  For purposes of this Order, the term “affiliate” shall be defined in accordance with

section 631.011(1), Florida Statutes, and shall include, but not be limited to, the following

affiliates:
Sawgrass Management Advisors, Inc. Intuitive Software Development, Inc.
American Insurance Exchange, Inc. Virtual Video Solutions, Inc.

Insurance Operators Network, Inc.

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

15, THE DEPARTMENT IS AUTHORIZED AND DIRECTED TO:

A. Take immediate possession of all the assets, estate, and property of every
kind whatsoever and wherever located belonging to Respondent pursuant to sections 631.111 and
631.141, Florida Statutes, whether in the possession of Respondent or its officers, directors,
shareholders, trustees, employees, consultants, attorneys, agents, affiliates, or other persons,
including but not limited to: offices maintained by Respondent; furniture; fixtures; equipment;
office supplies; choses in action; rights of action; contract rights; books, papers, claims and claim
files, policy files, application files, premium records, rate books, underwriting manuals, personnel
records, and all other records and data that are otherwise the property of the Respondent, in
whatever form maintained; evidences of debt; bank accounts; savings accounts; certificates of
deposit, stocks, bonds, debentures, and other securities; mortgages; real property; and all funds
held by Respondent’s agents, subagents, producing agents, brokers, solicitors, service

representatives, premium finance companies, or others under agency contracts or otherwise which
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are due and unpaid to Respondent, including premiums, unearned commissions, agents’ balances,
agents’ reserve funds, and subrogation recoveries.

B. Marshal and liquidate the assets of Respondent.

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

D. Give notice of this proceeding to Respondent’s agents pursuant to section
631.341, Florida Statutes, and to its insureds, if any.

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

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

G. Not defend or accept service of process on legal actions wherein
Respondent, the Department, or the insured is a party defendant, commenced either prior to or
subsequent to the order, without authorization of this Court; except, however, in actions where

Respondent is a nominal party, as in certain foreclosure actions, and the action does not affect a
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claim against or adversely affect the assets of Respondent, the Department may file appropriate
pleadings in its discretion.

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

L. Collect all debts that are economically feasible to collect that are due and
owing to Respondent.

I Deposit funds and maintain bank accounts in accordance with section
631.221, Florida Statutes.

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

L. Negotiate and settle subrogation claims and final judgments without further
order of this Court.

M. Sell any salvage recovered property without further order of this Court.

N. Update its records to incorporate change of address information for
interested individuals/entities (e.g., agent, claimant, creditor, policyholder, subscriber) if the
Department determines that there has been a change of address for any interested
individuals/entities. The Department is authorized to use change of address information for future
mailings.

0. Transfer unclaimed funds to the unclaimed property unit(s) of the states(s)
reflected in the claimants’ last address of record in the Department’s files.

P. Dispose of and destroy obsolete and unneeded records pursuant to section
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631.141(12), Florida Statutes.

Q. Authorize the applicable guaranty associations to dispose of and destroy
obsolete and unneeded records after they have been scanned, verified, and added to the guaranty
associations’ records management system so long as the guaranty associations provide access to
these electronic records to the Department as required to handle its duties.

R. Apply to this Court for further instructions in the discharge of its duties as
the Department deems necessary.

IT IS FURTHER ORDERED AND DIRECTED:

16.  Any “Covered Entity” or “Business Associate” in possession of “Protected Health
Information” (“PHI”) as defined in and governed by the federal Health Insurance Portability and
Accountability of 1996, is authorized and directed to disclose such PHI to the Department as
receiver of Respondent, to the same extent that such disclosure would have been permissible if
made directly to Respondent prior to the entry of this Order.

17.  Any “financial institution” in possession of “nonpublic personal information”
(“NPI”), as defined in and governed by the Gramm-Leach-Bliley Financial Modernization Act of
1999, is authorized and directed to disclosed such NPI to the Department as receiver of
Respondent, to the same extent that such disclosure would have been permissible if made directly
to Respondent prior to the entry of this Order.

18.  Pursuant to the provisions of section 631.252, Florida Statutes, all policies of
insurance or similar contracts of coverage that have not expired are canceled on the date 30 days
from the entry of this Order, effective 12:01 AM. Policies or contracts of coverage with normal

expiration dates prior to the dates otherwise applicable under this paragraph, or which are
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terminated by insureds, or lawfully cancelled by the Department or insurer before such date, shall
stand canceled as of the earlier date.

19.  The Department shall continue to coordinate with the applicable Guaranty
Associations to provide continued coverage for Respondent’s policyholders, if any, prior to the
cancellation of policies pursuant to section 631.252, Florida Statutes.

20.  All agents, brokers, or other persons having sold policies of insurance and/or
collected premiums on behalf of Respondent are required to account for and pay all premiums and
commissions unearned due to cancellation of policies in the normal course of business owed to
Respondent directly to the Department within twenty (20) days of demand by the Department or
appear before this Court to show cause, if any they may have, as to why they should not be required
to account to the Department or be held in contempt of Court for violation of the provisions of the
Order. No agent, broker, premium finance company, or other person should use premium monies
owed to Respondent for refund of unearned premium or for any purpose other than payment to the
Department.

21.  Any premium finance company that has entered into a contract to finance a
premium for a policy issued by Respondent is required to pay any premium owed to Respondent
directly to the Department.

22, Reinsurance premiums due to or payable by Respondent shall be remitted to, or
disbursed by, the Department. The Department shall handle reinsurance losses recoverable or
payable by Respondent. All correspondence concerning reinsurance shall be between the

Department and the reinsuring company or intermediary.
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23. The United States Postal Service shall be directed to provide any information
requested by the Department regarding Respondent and to handle future deliveries of
Respondent’s mail as directed by the Department.

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

25. Any entity furnishing telephone, water, electric, sewage, garbage, or trash removal
services to Respondent is required to maintain such service and transfer any such accounts to the
Department as of the date of the Order, unless instructed to the contrary by the Department.

26. Upon request by the Department, any company providing telephonic services to
Respondent is directed to provide a reference of calls from the number presently assigned to
Respondent to any such number designated by the Department or perform any other services or
changes necessary to the conduct of the receivership.

27.  Respondent shall surrender all insurance licenses and certificates of authority
issued by any and all states that permitted Respondent to operate any insurance business in any

State.
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28. All executory contracts to which Respondent was a party shall be cancelled and
stand cancelled unless specifically adopted by the Department within ninety (90) days of the date
of this Order or from the date of the Department’s actual knowledge of the existence of such
contract, whichever is later. “Actual Knowledge” means the Department has in its possession a
written contract to which Respondent is a party, and the Department has notified the vendor in
writing acknowledging the existence of the contract.

A. Further, the Department shall have the authority to do the following:

1. Pay for services provided by any of Respondent’s vendors, in the
ninety (90) day period prior to assuming or rejecting the contract, which are necessary to
administer the receivership estate; and

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

B. Any vendor, including but not limited to, any and all
employees/contractors of insurer, claiming the existence of a contractual relationship with

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

29.  Any information technology service provider or data processing service which has
custody or control of any data processing information and records, including, but not limited to,
source documents, claims data, policy administration data, data processing cards, input tapes, all
types of storage information, master tapes or any other recorded information, relating to
Respondent is directed to transfer custody and control of such records to the Department. The
Department shall be authorized to compensate any such entity for the actual use of hardware and
software, which the Department finds to be necessary to this proceeding. Compensation should be
based upon the monthly rate provided for in contracts or leases with Respondent which were in
effect when this proceeding was instituted, or based upon such contract as may be negotiated by
the Department, for the actual time such equipment and software is used by the Department. Any
past due or pending balances due from Respondent shall be processed as claims against the estate,
and shall not be a basis for withholding the services contemplated in this Paragraph.

30.  All attorneys employed by Respondent as of the date of the Order, are required
within ten (10) days of receiving notice of this Order, to report to the Department on the name,

company claim number, and status of each file they are handling on behalf of Respondent. Said
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report should also include an accounting of any funds received from or on behalf of Respondent.
All attorneys employed by Respondent are advised that pursuant to sections 631.011(17) and
631.011(21), Florida Statutes, a claim based on mere possession does not create a secured claim

and all attorneys employed by Respondent, pursuant to In Re the Receivership of Syndicate Two,

Inc., 538 S0.2d 945 (Fla. 1st DCA 1989), who are in possession of litigation files or other material,
documents, or records belonging to or relating to work performed by the attorney on behalf of
Respondent are required to deliver such litigation files, material, documents, or records intact and
without purging to the Department, on request, notwithstanding any claim of a retaining lien
which, if otherwise valid, should not be extinguished by the delivery of these documents.

31.  All subsidiaries, affiliates, parent corporations, ultimate parent corporations, and
any other business entity affiliated with Respondent having any interest in the building located at
1000 Sawgrass Corporate Parkway, Suite 100, Sunrise, Florida 33323, or any other facility in
which Respondent may operate, shall make available, at that location and at no charge to the
Department or to Respondent, office space and related facilities (telephone service, copiers,
computer equipment and software, office supplies, parking, etc.) to the extent deemed necessary
by the Department in its sole discretion.

32. All subsidiaries, affiliates, parent corporations, ultimate parent corporations, and
any other business entity affiliated with Respondent having any interest in the computer
equipment, software, and peripherals currently used by or for Respondent shall provide complete
access to and administrative control of all such computer equipment, software, and peripherals to
the Department at no charge to the Department to the extent deemed necessary by the Department

in its sole discretion.

Page 12 of 17



33. Al claims shall be filed with the Department on or before the date that is six
months from the date this Order is entered, and all such claims shall be filed on proof of claim
forms prepared by the Department. If the deadline for filing claims falls on a Saturday, Sunday, or
a legal holiday, the deadline is extended to the next business day. It is intended that this deadline
also be the date certain specified in section 631.181(5), Florida Statutes, after which no further
claims may be filed. For any claim filed after the deadline, the Department will send a letter to the
claimant advising the claimant that their claim was not filed in compliance with Florida Statutes
and this Court’s Order and, therefore, will not be treated as a filed claim. A copy of this letter will
be filed with the Court.

34.  To assure the validity of claim assignments, to assure that the processing of
assignments does not create an undue burden on estate resources, and to assure that assignment
decisions are made using the best information available, the Department shall not recognize or
accept any assignment of claim by the claimant of record unless the following criteria are met:

A. A distribution petition has not been filed with this Court;

B. The Department has been provided with a properly executed and notarized
assignment of claim agreement entered into between the parties; and

C. The Department has been provided with a properly executed and notarized
Department’s Assignment of Claim Change Form and required supporting documentation.

D. The Department’s Assignment of Claim Change Form shall contain an
acknowledgement by the claimant, or someone authorized to act on behalf of the claimant, that:

i. The claimant is aware that financial information regarding claims

distributions and payments published on the Department’s website or otherwise available can

assist the claimant in making an independent and informed decision regarding the sale of the claim;
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ii. The claimant understands that the purchase price being offered in
exchange for the assignment may differ from the amount ultimately distributed in the receivership
proceeding with respect to the claim;

iii. It is the claimant’s intent to sell their claim and have the
Department’s records be permanently changed to reflect the new owner; and

iv. The claimant understands that that they will no longer have any title,
interest, or rights to the claim including future mailings and distributions if they occur.

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

CONTINUATION OF INVESTIGATION

36. The Department shall be authorized to conduct an investigation as authorized by
section 631.156, Florida Statutes, to determine the causes of the insolvency, to discover assets for
recovery, to determine the location of assets and their manner of recovery, and to make fully
available to the Court the true state of Respondent’s financial affairs.

37. The Department may take statements under oath and examine and review the books,
records, and documents of any present or former officer, director, manager, trustee, agent, adjuster,
employee, or independent contractor of Respondent or its affiliates and any other person
possessing any executive authority over, or exercising or having exercised any control over, any
segment of the affairs of the Respondent (hereinafter “Controlling Persons™).

38. Section 631.391, Florida Statutes, imposes on Controlling Persons a duty to
cooperate with the Department during its investigation. Such cooperation shall include, but not be
limited to, providing oral testimony under oath, in both their official, representative and individual
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capacities and the production of all documents that are calculated to disclose the true state of
Respondent’s affairs.

39.  In furtherance of this investigation, Respondent’s parent corporations, its
subsidiaries, and affiliates are required to make all books, documents, accounts, records, including
all records located in any premises occupied by such parent corporations, subsidiaries or affiliates
available for full, free and unhindered inspection and examination by the Department during
normal business hours (8:00 a.m. to 5:00 p.m.) Monday through Friday, from the date of the Order
and to provide copies of any records requested by the Department whether or not such records are
related to Respondent.

40.  Upon receipt of a certified copy of Department the existence of any accounts of
Respondent and any funds contained therein and any and all documents in its possession relating
to Respondent for the Department’s inspection and copying.

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

INJUNCTION

42. Pursuant to sections 631.041(3) and (4), Florida Statutes, all persons, firms,
corporations, and associations within the jurisdiction of this Court, including, but not limited to,
Respondent and its officers, directors, stockholders, affiliates, members, subscribers, agents, and
all other persons are enjoined and restrained from the further transaction of the insurance business
of the Respondent; from doing, doing through omission, or permitting to be done any action which
might waste or dispose of the books, records, and assets of Respondent; from in any means
interfering with the Department or these proceedings; from the transfer of property and assets of

Respondent without the consent of the Department; from the removal, concealment, or other
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disposition of Respondent’s property, books, records, and accounts; from the commencement or
prosecution of any actions against Respondent or the Department together with its agents or
employees, the service of process and subpoenas, or the obtaining of preferences, judgments, writs
of attachment or garnishment or other liens; and, from the making of any levy or execution against
Respondent or any of its property or assets.

43.  Notwithstanding the provisions of this paragraph, the Department should be
permitted to accept and be subpoenaed for non-party production of claims files in its possession,
including medical records, which may be contained therein. In such cases, the requesting party
must submit an affidavit to the Department stating that notice of the non-party production was
appropriately issued and provided to the patient, and that the patient was given the opportunity to
object and either did not object to the non-party production, or objected and the Court overruled
the objection, in which case a copy of the Court’s ruling must be attached to the affidavit. The
Department should be authorized to impose a charge for copies of such claim files pursuant to the
provisions of sections 119.07(1)(a), and 624.501, Florida Statutes.

NOTICE OF AUTOMATIC STAY

44.  Notice is hereby given that, pursuant to section 631.041(1), Florida Statutes, the
filing of the Department's Application herein operates as an automatic stay applicable to all persons
and entities, other than the Department, which shall be permanent and survive the entry of the
Order, and which prohibits:

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

B. The enforcement of a judgment against the insurer or an affiliate obtained
either before or after the commencement of the delinquency proceeding;

C. Any act to obtain possession of property of the insurer;
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D. Any act to create, perfect or enforce a lien against property of the insurer,
except a secured claim as defined in section 631.011(21), Florida Statutes;
E. Any action to collect, assess or recover a claim against the insurer, except
claims as provided for under Chapter 631, Florida Statutes; and
F. The set-off or offset of any debt owing to the insurer except offsets as
provided in section 631.281, Florida Statutes.
45, This Court retains jurisdiction of this cause for the purpose of granting such other
and further relief as from time to time shall be deemed appropriate.
46. The Respondent is ordered into liquidation.
DONE and ORDERED in Chambers at the Leon County Courthouse in Tallahassee, Leon

County, Florida this day of August, 2018.

CIRCUIT JUDGE

Copies furnished to:
Jody E. Collins, Jody.Collins@myfloridacfo.com
Miriam Victorian, Miriam.Victorian@myfloridacfo.com
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