IN THE CIRCUIT COURT OF THE

SECOND JUDICIAL CIRCUIT IN
AND FOR LEON COUNTY,
FLORIDA

In Re: The Receiverships of

SOUTHERN FAMILY CASE NO.: 2006-CA-001060

INSURANCE COMPANY,

a Florida Corporation,

ATLANTIC PREFERRED CASE NO.: 2006-CA-001083

INSURANCE COMPANY,

a Florida Corporation, and

FLORIDA PREFERRED PROPERTY CASE NO.: 2006-CA-001198

INSURANCE COMPANY,
a Florida Corporation,

The FLORIDA DEPARTMENT OF FINANCIAL
SERVICES, as Receiver for SOUTHERN FAMILY
INSURANCE COMPANY, ATLANTIC PREFERRED
INSURANCE COMPANY, and FLORIDA PREFERRED
INSURANCE COMPANY,

CASENO.: ) 00L-CA-10bLDA

Plaintiff,
v.

WILLIAM F. POE, SR., individually and as trustee

of the CHARLES E. POE TRUST and the WILLIAM
F. POE FOUNDATION, WILLIAM F. POE, IR,
CHARLES E. POE, CHARLES W. POE,
ELIZABETH A. POE, MICHELLE M. POE,

ERIC J. POE, PEGGY M. POE, KEREN P. SMITH,
MARILYN P. LUNSKIS, JANICE P. MITCHELL,
JAMES E. WURDEMAN, JAN J. MEDER, JR.,
THOMAS S. KRZESINSKI, BOBBY C. DOLLAR,
AMY B. KACPROWSKI, JAMES P. ROMERILL, III,
DAVID E. GOUGH, BROCK A. GUICE, RAFAEL R.
ABREU, POE INSURANCE HOLDINGS, LLC,

POE FAMILY INVESTMENT COMPANY, LTD,
and POE INVESTMENTS, INC.

Defendants.

RECEIVER’S COMPLAINT FOR RELIEF




The Florida Department of Financial Services (the “DFS” or “Receiver”), as Receiver in
liquidation of Atlantic Preferred Insurance Company, Florida Preferred Property Insurance
Company and Southern Family Insurance Company, files this Corﬁplaint for Relief in
accordance with Part I of Chapter 631, et seq., Florida Statutes, against each of the above-named
individuals and/or entities, and alleges as follows:

INTRODUCTION

1. The back to back hurricane seasons of 2004 and 2005 collectively produced eight
hurricanes that caused property damage for policyholders of insurance companies in Florida.

2. This action involves three Florida homeowners’ insurance companies that were
left as empty shells, unable to pay the record volume of claims resulting from these storms.

3. This was the result of the intentional and fraudulent actions of the officers,
directors and/or affiliates of the insurance companies, who made multi-million-dollar
distributions from the insurance companies that left them without the ability to pay claims.

4. The conduct of the officers, directors and/or affiliates of the insurance companies
created a devastating torrent of unpaid losses and a state of emergency.

5. Each of the defendants in this action was a corporate insider of the insurance
companies that ultimately became insolvent.

6. At all times material to this action, the officers, directors and affiliates of the
insurance companies had an affirmative duty to the companies’ policyholders, creditors, and the
State of Florida to operate the insurance companies in a financially sound manner consistent with
Florida law, regulations and practices.

7. Despite the insurance companies’ precarious financial condition as a result of the

losses incurred from the hurricanes, the officers, directors and/or affiliates instead engaged in an



elaborate scheme to divert the assets of the insurance companies for the pufpose of eliminating
their personal financial exposure and increasing their personal wealth at the expense of the
policyholders, creditors and the people of the State of Florida. It is noteworthy that the citizens
of the State of Florida who purchase insurance have been forced thus far to “foot the bill” for the
misconduct of the officers, directors and/or affiliates. The combined insolvency of the three
insurance companies exceeds $500,000,000.00.

8. Upon information and belief, the fraudulent scheme included, inter alia, the (1)
distribution of millions of dollars in dividends to the officers, directors and/or affiliates of the
closely-held insurance companies prior to receivership; (2) preferential repayment of loans to
relieve potential personal liability and liability of the affiliates; (3) improper retention and use of
unearned commission payments and premium funds; and (4) misrepresentation of the financial
status of the insurance companies to regulatory agencies during a time when the officers and/or
directors knew or should have known that the insurance companies were insolvent, for the
purpose of prolonging the life of the insurance companies so that additional fees could be
collected by the various affiliated companies that were selling services to the insurance
companies. Hence, additional commissions, fees and/or distributions were generated for the
insiders whose compensation was based in large part on collected premiums. In short, as the
premiums increased, so did their commissions, fees and/or distributions.

9. As a result, the insolvency of the insurance companies was severely aggravated,
further impairing their financial condition and increasing the amount of future unpaid claims and
the ultimate resulting financial loss.

10.  The fraudulent scheme delayed, hindered and/or impaired State regulators from

placing the insurance companies in receivership, and directly depleted millions of dollars in



funds and assets that would have otherwise been available for the benefit of the insurance
companies and payment of claims to its insureds and its creditors.

11. The scheme has significantly increased the insolvencyand the Defendants’
actions were adverse to the best interests of the insurance companies, its policyholders, its
creditors and the citizens of the State of Florida.

12.  As a direct and proximate result of the Defendants’ actions, the insurance
companies are currently in liquidation.

JURISDICTION AND VENUE

13.  This Court has jurisdiction over this action pursuant to Part I of Chapter 631 of
the Florida Statutes known as the “Insurers’ Rehabilitation and Liquidation Act” (the “Act”),
other sections of the Florida Statutes as cited herein, and common law claims as set forth herein.

14.  This action arises in and from the receivership proceedings of the insurance
companies currently pending before this Court.

15.  Additionally, the Defendants conducted business in the State of Florida and are in
possession of funds improperly and/or fraudulently transferred from the insurance companies
that have been identified by the Receiver as assets of the estate of the insurance companies.

16. Venue of this proceeding is prescribed by Section 631.021, Florida Statutes, and
other Florida law, and alternatively pursuant to Sections 47.011 and 48.193, Florida Statutes,
because one or more of the causes of action pled accrued in Leon County, Florida.

PARTIES

17.  The Plaintiff, the DFS, is acting in its capacity as the statutory Receiver in

liquidation of Atlantic Preferred Insurance Company (“APIC”), Florida Preferred Property

Insurance Company (“FPPIC”) and Southern Family Insurance Company (“SFIC”) (collectively



the “Insurance Companies™), in accordance with the Receivership Orders, as defined below,
entered on May 31, 2006 by the Second Judicial Circuit in and for Leon County, Florida (the
“Receivership Court”).

18.  The Receiver is required by the Act to take immediate possession of the property
of the Insurance Companies, to marshal all of their assets, to liquidate their business and to deal
with their property and business in the Receiver’s own name. The Receiver is vested by
operation of law with title to all of the property, contracts and rights of action of the Insurance
Companies of every kind and wherever located, including causes of action and property of the
Insurance Companies which may have been improperly transferred prior to the Receivership
Orders.

19. The Defendant Poe Insurance Holdings, LLC (“PIH”) is a Florida limited liability
company and is a wholly-owned subsidiary of Poe Financial Group, Inc.

20. PIH was the holding company that owned the Insurance Companies.

21.  The Defendant Poe Family Investment Company, Ltd. (“PFIC”) is a Florida
limited partnership, which was primarily owned and exclusively operated by Defendants,
William F. Poe, Sr., William F. Poe, Jr., Charles E. Poe, and James E. Wurdeman.

22.  PFIC held investment securities of certain Poe family members who participated
in the management of the Insurance Companies and their affiliates.

23.  PFIC is a limited partnership between Poe Investments, Inc., as general partner,
and Elizabeth A. Poe, William F. Poe, Jr., Keren Poe Foster, Marilyn Poe Lunskis, Janice Poe
Mitchell and William F. Poe, Sr., individually and as trustee of the Charles E. Poe Trust, as

limited partners, pursuant to the Poe Family Investment Company, Ltd. Limited Partnership

Agreement dated August 29, 1995.



24, The Defendant Poe Investments, Inc. (“PII”) is a Florida corporation which was
primarily owned and exclusively operated by Defendants, William F. Poe, Sr. and James E.
Wurdeman.

25.  Under the Poe Family Investment Company, Ltd. Limited Partnership Agreement
dated August 29, 1995, PII is the general partner. Elizabeth A. Poe, William F. Poe, Jr., Keren
Poe Foster, Marilyn Poe Lunskis, Janice Poe Mitchell and William F. Poe, Sr., individually and
as trustee of the Charles E. Poe Trust, are the limited partners.

26.  The limited partnership was named PFIC. (The Defendants PII and PFIC are
collectively referred to herein as the “Poe Investment Entities” and the Defendants Elizabeth A.
Poe, William F. Poe, Jr., Keren Poe Foster, Marilyn Poe Lunskis, Janice Poe Mitchell and
William F. Poe, Sr., individually and as trustee of the Charles E. Poe Trust, are collectively
referred to herein as the “Limited Partners”). The term “Limited Partners” refers to any and all
of the Defendants named in this paragraph.

27.  The Defendant William F. Poe, Sr. (“Poe Senior™) is sui juris.

28. Poe Senior was, at all times relevant, the chairman of Poe Financial Group, Inc.
(“PFG”).

29. Poe Senior was an officer of PFG.

30.  Poe Senior was a director of PFG.

31.  Poe Senior was the owner of 31.74% of the voting securities of PFG.

32.  Poe Senior served as an officer of Poe Insurance Managers, LLC (“PIM”).
33.  Poe Senior served as a director of PIM.

34, Poe Senior served as an officer of Poe & Associates, LLC (“P&A”).

35.  Poe Senior served as a director of Poe & Associates, LLC (“P&A”).



36.

37.

38.

Affiliates.”

39.

40.

4].

42.

43.

44,

45.

46.

47.

48.

Poe Senior served as an officer of Mariah Claims Services, LLC. (“MCS”)
Poe Senior served as a director of MCS.

PFG, PIM, P&A, MCS, and PIH are collectively referred to herein as the “Poe

Poe Senior served as an officer of PIH.

Poe Senior served as a director of PIH.

Poe Senior served as an officer of the Poe Investment Entities.

Poe Senior served as a director of the Poe Investment Entities.

Poe Senior was a limited partner of PII in the PFIC partnership.

Poe Senior served as trustee of the Charles E. Poe Trust.

Poe Senior served as trustee and/or member of the William F. Poe Foundation.
Poe Senior served as an officer of the Insurance Companies.

Poe Senior served as a director of the Insurance Companies.

The Poe Affiliates and the Insurance Companies are collectively referred to herein

as the “Poe Insurance Group.”

49.

As a result, Poe Senior had actual and effective control over the business and

financial affairs of the Poe Insurance Group and the Poe Investment Entities.

50.

Poe Senior is a senior executive in the insurance business with over 50 years of

insurance experience.

51.

52.

53.

54.

The Defendant William F. Poe, Jr. (“Poe Junior”) is sui juris.
Poe Junior served as vice chairman of PFG.
Poe Junior was an officer of PFG.

Poe Junior was a director of PFG.



55.  Poe Junior was the owner of 11.95% of the voting securities of PFG.

56. Poe Junior served as an officer of PIM.

57.  Poe Junior served as a director of PIM.

58.  Poe Junior served as an officer of MCS.

59.  Poe Junior served as a director of MCS.

60. Poe Junior served as an officer of P&A.

61.  Poe Junior served as a director of P&A.

62. Poe Junior served as an officer of PIH.

63. Poe Junior served as a director of PTH.

64.  Poe Junior served as an officer of one or more of the Insurance Companies.
65.  Poe Junior served as a director of one or more of the Insurance Companies.
66.  Poe Junior served as an officer of the Poe Investment Entities.

67.  Poe Junior served as a director of the Poe Investment Entities.

68.  Poe Junior was a limited partner of PII in the PFIC partnership.

69. As a result, Poe Junior had actual and effective control over the business and
financial affairs of the Poe Insurance Group and the Poe Investment Entities.

70. Poe Junior has over 24 years of experience in the insurance industry.

71.  Upon information and belief, Poe Junior is the son of Poe Senior.

72.  Defendant Charles E. Poe (“Charles E.”) is sui juris.

73.  Charles E. served as vice chairman of PFG.

74.  Charles E. was an officer of PFG.

75.  Charles E. was a director of PFG.

76.  Charles E. was the owner of 11.82% of the voting securities of PFG.



77.  Upon information and belief, Charles E. was the owner of and/or exercised
control over the voting securities of one or more of the Poe Affiliates by virtue of his ownership
and/or interest in PFG.

78.  Upon information and belief, Charles E. was the owner of and/or exercised
control over the voting securities of one or more of the Insurance Companies by virtue of his
ownership and/or interest in PFG.

79.  Charles E. served as an officer of one or more of the members of the Poe
Insurance Group.

80.  Charles E. served as a director of one or more of the members of the Poe
Insurance Group.

81.  Charles E. served as an officer of the Poe Investment Entities.

82.  Charles E. served as a director of the Poe Investment Entities.

83.  Charles E. was a limited partner of PII in the PFIC partnership.

84. As a result, Charles E. had actual and effective control over the business and
financial affairs the Poe Insurance Group and the Poe Investment Entities.

85.  Charles E. has over seven years of experience in the insurance industry.

86.  Upon information and belief, Charles E. is the son of Poe Senior.

87.  Defendant Charles W. Poe (“Charles W.”) is sui juris.

88.  Charles W. served as director of PFG.

89.  Charles W. served as director of PIH.

90.  Charles W. served as the president of PII.

91.  Charles W. served as a director of PII.

92.  Charles W. served as the registered agent of PIL



93. Upon information and belief, Charles W. was the owner of and/or exercised
control over the voting securities of PFG.

94.  Upon information and belief, Charles W. was the owner of and/or exercised
control over the voting securities of one or more of the Poe Affiliates by virtue of his ownership
and/or interest in PFG.

95.  Upon information and belief, Charles W. was the owner of and/or exercised
control over the voting securities of one or more of the Insurance Companies by virtue of his
ownership and/or interest in PFG.

96. As a result, Charles W. had actual and effective control over the business and
financial affairs of the Poe Insurance Group and the Poe Investment Entities.

97.  Upon information and belief, Charles W. is the brother of Poe Senior.

98.  Defendant Eric J. Poe (“Eric P.”) is sui juris.

99. Eric P. was an owner of voting securities of PFG.

100. Upon information and belief, Eric P. was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or
interest in PFG.

101. Upon information and belief, Eric P. was the owner of and/or exercised control
over the voting securities of one or more of the Insurance Companies by virtue of his ownership
and/or interest in PFG.

102.  As aresult, Eric P. had actual and effective control over the business and financial
affairs of the Poe Insurance Group.

103.  Upon information and belief, Eric P. is related to Poe Senior.

104. Defendant Elizabeth A. Poe (“Betty”) is sui juris.

10



105.  Upon information and belief, Betty was an owner of and/or exercised control over
the voting securities of PFG.

106. Upon information and belief, Betty is the owner of and/or ‘exercised control over
the voting securities of one or more of the Poe Affiliates by virtue of her ownership and/or
interest in PFG.

107.  Upon information and belief, Betty is the owner of and/or exercised control over
the voting securities of one or more of the Insurance Companies by virtue of her ownership
and/or interest in PFG.

108. Betty was a limited partner of PII in the PFIC partnership.

109. As a result, Betty had actual and effective control over the business and financial
affairs of the Poe Insurance Group and the Poe Investment Entities.

110. Upon information and belief, Betty is the wife of Poe Senior.

111. Defendant Michelle M. Poe (“Michelle P.”) is sui juris.

112.  Michelle P. was an owner of voting securities of PFG.

113.  Upon information and belief, Michelle P. was the owner of and/or exercised
control over the voting securities of one or more of the Poe Affiliates by virtue of her ownership
and/or interest in PFG.

114.  Upon information and belief, Michelle P. was the owner of and/or exercised
control over the voting securities of one or more of the Insurance Companies by virtue of her
ownership and/or interest in PFG.

115. As a result, Michelle P. had actual and effective control over the business and
financial affairs of the Poe Insurance Group.

116. Upon information and belief, Michelle P. is related to Poe Senior.

11



117. Defendant Peggy M. Poe (“Peggy P.”) is sui juris.

118. Peggy P. was an owner of voting securities of PFG.

119.  Upon information and belief, Peggy P. was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of her ownership and/or
interest in PFG.

120. Upon information and belief, Peggy P. was the owner of and/or exercised control
over the voting securities of one or more of the Insurance Companies by virtue of her ownership
and/or interest in PFG.

121. As a result, Peggy P. had actual and effective control over the business and
financial affairs of the Poe Insurance Group.

122.  Upon information and belief, Peggy P. is related to Poe Senior.

123. Defendant Keren P. Smith (“Keren P.”) is sui juris.

124. Keren P. was a director of PFG.

125. Keren P. was the owner of 11.82% of the voting securities of PFG.

126. Keren P. was a director of one or more of the Poe Affiliates.

127. Keren P. was a director of one or more of the Insurance Companies.

128. Upon information and belief, Keren P. was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of her ownership and/or
interest in PFG.

129. Upon information and belief, Keren P. was the owner of and/or exercised control
over the voting securities of one or more of the Insurance Companies by virtue of her ownership
and/or interest in PFG.

130. Keren P. was a limited partner of PII in the PFIC partnership.

12



131.

As a result, Keren P. had actual and effective control over the business and

financial affairs the Poe Insurance Group and the Poe Investment Entities.

132.

133.

134.

135.

136.

137.

138.

Upon information and belief, Keren P. is the daughter of Poe Senior.
Defendant Marilyn P. Lunskis (“Marilyn P.”) is sui juris.

Marilyn P. was a director of PFG.

Marilyn P. was the owner of 11.82% of the voting securities of PFG.
Marilyn P. was a director of one or more of the Poe Affiliates.
Marilyn P. was a director of one or more of the Insurance Companies.

Upon information and belief, Marilyn P. was the owner of and/or exercised

control over the voting securities of one or more of the Poe Affiliates by virtue of her ownership

and/or interest in PFG.

139.

Upon information and belief, Marilyn P. was the owner of and/or exercised

control over the voting securities of one or more of the Insurance Companies by virtue of her

ownership and/or interest in PFG.

140.

141.

Marilyn P. was a limited partner of PII in the PFIC partnership.

As a result, Marilyn P. had actual and effective control over the business and

financial affairs of the Poe Insurance Group and the Poe Investment Entities.

142.

143.

144.

145.

146.

Upon information and belief, Marilyn P. is the daughter of Poe Senior.
Defendant Janice P. Mitchell (“Janice P.”) is sui juris.

Janice P. was an owner of 11.82% of the voting securities of PFG
Janice P. was a director of one or more of the Poe Affiliates.

Janice P. was a director of one or more of the Insurance Companies.

13



147.  Upon information and belief, Janice P. was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of her ownership and/or
interest in PFG.

148. Upon information and belief, Janice P. was the owner of and/or exercised control
over the voting securities of one or more of the Insurance Companies by virtue of her ownership
and/or interest in PFG.

149. Janice P. was a limited partner of PII in the PFIC partnership.

150. As a result, Janice P. had actual and effective control over the business and
financial affairs of the Poe Insurance Group and the Poe Investment Entities.

151.  Upon information and belief, Janice P. is the daughter of Poe Senior.

152. Defendant James E. Wurdeman (“Wurdeman) is sui juris.

153.  Wurdeman was president of PFG.

154. 'Wurdeman was a director of PFG.

155. Wurdeman was the owner of 4.51% of the voting securities of PFG.

156. Upon information and belief, Wurdeman was the owner of and/or exercised
control over the voting securities of one or more of the Poe Affiliates by virtue of his ownership
and/or interest in PFG.

157. Upon information and belief, Wurdeman was the owner of and/or exercised
control over the voting securities of one or more of the Insurance Companies by virtue of his
ownership and/or interest in PFG.

158. Upon information and belief, Wurdeman served as the chairman of PIM.

159. Upon information and belief, Wurdeman served as the chief executive officer of

PIM.

14



160.

161.

162.

MCS.

163.

164.

165.

P&A.

166.

167.

168.

Upon information and belief, Wurdeman served as a director of PIM.
Upon information and belief, Wurdeman served as the chairman of MCS.

Upon information and belief, Wurdeman served as the chief executive officer of

Upon information and belief, Wurdeman served as a director of MCS.
Upon information and belief, Wurdeman served as the chairman of P&A.

Upon information and belief, Wurdeman served as the chief executive officer of

Upon information and belief, Wurdeman served as a director of P&A.
Upon information and belief, Wurdeman served as the treasurer of PIL.

As a result, Wurdeman had actual and effective control over the business and

financial affairs of the Poe Investment Entities and the Poe Insurance Group.

169.

170.

171.

172.

173.

Wurdeman has over 31 years’ experience in the insurance industry.

Defendant Jan J. Meder, Jr. (“Meder”) is sui juris.

Meder was the chief financial officer of PFG.

Upon information and belief, Meder was an owner of voting securities of PFG.

Upon information and belief, Meder was the owner of and/or exercised control

over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or

interest in PFG.

174.

Upon information and belief, Meder was the owner of and/or exercised control

over the voting securities of one or more of the Insurance Companies by virtue of his ownership

and/or interest in PFG.

175.

Upon information and belief, Meder served as the chief financial officer of PIM.

18§



176. Upon information and belief, Meder served’as the chief financial officer of MCS.

177.  Upon information and belief, Meder served as the chief financial officer of P&A.

178.  Upon information and belief, Meder served as the chief financial officer of PIH.

179. Upon information and belief, Meder served as the chief financial officer of the
Insurance Companies.

180. As aresult, Meder had actual and effective control over the business and financial
affairs of the Poe Insurance Group.

181. Meder has over 21 years’ experience in the insurance business and public
accounting.

182. Defendant Thomas S. Krzensinski (“Krzesinski”) is sui juris.

183. Kirzesinski was an owner of voting securities of PFG.

184. Upon information and belief, Krzesinski was the owner of and/or exercised
control over the voting securities of one or more of the Poe Affiliates by virtue of his ownership
and/or interest in PFG.

185. Upon information and belief, Krzesinski was the owner of and/or exercised
control over the voting securities of one or more of the Insurance Companies by virtue of his
ownership and/or interest in PFG.

186. Krzesinski served as the registered agent of PIM.

187. Krzesinski served as the secretary of PIM.

188. Krzesinski served as the registered agent of MCS.

189. Krzesinski served as the secretary of MCS.

190. Krzesinski served as the registered agent of P&A.

191. Krzesinski served as the secretary of P&A.

16



192.

193.

194.

195.

196.

Krzesinski served as the registered agent of PIH.

Krzesinski served as the secretary of PIH.

Krzesinski served as a director of one or more of the Insurafice Companies.
Krzesinski served as an officer of one or more of the Insurance Companies.

As a result, Krzesinski had actual and effective control over the business and

financial affairs of the Poe Insurance Group.

197.

198.

199.

200.

201.

202.

Krzesinski has over 25 years’ financial services and insurance experience.
Defendant Bobby C. Dollar (“Dollar”) is sui juris.

Dollar was the chief operating officer of PFG.

Upon information and belief, Dollar was an owner of voting securities of PFG.
Dollar was a senior vice president of PIM.

Upon information and belief, Dollar was the owner of and/or exercised control

over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or

interest in PFG.

203.

Upon information and belief, Dollar was the owner of and/or exercised control

over the voting securities of one or more of the Insurance Companies based on his ownership

and/or interest in PFG.

204.

205.

206.

207.

Dollar served as the chief operating officer of PFG.
Dollar served as the chief operating officer of one or more of the Poe Affiliates.
Upon information and belief, Dollar was the senior vice president of PIM.

As a result, Dollar had actual and effective control over the business and financial

affairs of the Poe Insurance Group.

17



208.

business.

209.
210.
211.
212.
2‘13.
214.
Companies.

215.

Dollar has over 30 years’ experience in the property and casualty insurance

Defendant David E. Gough (“Gough”) is sui juris.

Upon information and belief, Gough held an executive position with PFG.
Gough was the chief operating officer of P&A.

Gough was the chief operating officer of one or more of the Poe Affiliates.
Gough was an officer of one or more of the Insurance Companies.

Gough was the chief operating officer of one or more of the Insurance

Upon information and belief, Gough was the owner of and/or exercised control

over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or

interest in PFG.

216.

Upon information and belief, Gough was the owner of and/or exercised control

over the voting securities of one or more of the Insurance Companies by virtue of his ownership

and/or interest in PFG.

217.

As aresult, Gough had actual and effective control over the business and financial

affairs of the Poe Insurance Group.

218.

219.

220.

221.

222.

Gough has over 15 years’ experience in the insurance business.

Defendant James P. Romerill, III (“Romerill”) is sui juris.

Upon information and belief, Romerill was an owner of voting securities of PFG.
Upon information and belief, Romerill held an executive position with PFG.

Romerill was the president, chief operating officer and director of MCS.

18



223.  Upon information and belief, Romerill was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or
interest in PFG.

224.  Upon information and belief, Romerill was the owner of and/or exercised control
over the voting securities of one or more of the Insurance Companies by virtue of his ownership
and/or interest in PFG.

225. As a result, Romerill had actual and effective control over the business and
financial affairs of the Poe Insurance Group.

226. Romerill has 24 years’ experience in the insurance industry.

227. Defendant Rafael R. Abreu (“Abreu™) is sui juris.

228. Upon information and belief, Abreu was an owner of voting securities of PFG.

229. Upon information and belief, Abreu held an executive position with PFG.

230. Upon information and belief, Abreu held an executive position with MCS.

231. Upon information and belief, Abreu held an executive position with one or more
of the Poe Affiliates.

232.  Upon information and belief, Abreu held an executive position with one or more
of the Insurance Companies.

233.  Upon information and belief, Abreu was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or
interest in PFG.

234. Upon information and belief, Abreu was the owner of and/or exercised control

over the voting securities of one or more of the Insurance Companies by virtue of his ownership

and/or interest in PFG.

19



235.  As aresult, Abreu had actual and effective control over the business and financial
affairs of the Poe Insurance Group.

236.  Abreu has over 25 years in the property and casualty insurahce industry.

237. Defendant Brock Guice (“Guice”) is sui juris.

238. Guice was the assistant controller and/or controller of PFG.

239. Guice was the assistant controller and/or controller of one or more of the Poe
Affiliates.

240. Upon information and belief, Guice held an executive position with one or more
of the Poe Affiliates.

241. Upon information and belief, Guice was the owner of and/or exercised control
over the voting securities of one or more of the Poe Affiliates by virtue of his ownership and/or
interest in PFG.

242. Upon information and belief, Guice was the owner of and/or exercised control
over the voting securities of one or more of the Insurance Companies by virtue of his ownership
and/or interest in PFG.

243. As aresult, Guice had actual and effective control over the business and financial
affairs of the Poe Insurance Group.

244. Guice has over 5 years’ experience in the insurance industry and public
accounting.

245. Defendant Amy B. Kacprowski (“Kacprowski”) is sui juris.

246. Kacprowski was the controller of PFG.

247. Upon information and belief, Kacprowski held an executive position with PFG.

248. Kacprowski was the controller of one or more of the Poe Affiliates
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249.  Upon information and belief, Kacprowski held an executive position with one or
more of the Poe Affiliates.

250. Kacprowski was the controller of one or more of the Insurance Companies.

251. Upon information and belief, Kacprowski was the owner of and/or exercised
control over the voting securities of one or more of the Poe Affiliates by virtue of her ownership
and/or interest in PFG.

252.  Upon information and belief, Kacprowski was the owner of and/or exercised
control over the voting securities of one or more of the Insurance Companies by virtue of her
ownership and/or interest in PFG.

253. As a result, Kacprowski had actual and effective control over the business and
financial affairs of the Poe Insurance Group.

254. Kacprowski has over 12 years’ experience in the insurance industry and
accounting.

255. Defendants, Poe Senior, Poe Junior, Charles E., Charles W., Michelle P., Eric P.,
Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder, Krzesinski, Dollar, Romerill,
Gough, Abreu, Guice and Kacprowski are collectively referred to herein as “Poe Management.”

The term “Poe Management” refers to any or all of the Defendants named in this paragraph.

GENERAL ALLEGATIONS

256. The Poe Insurance Group and the Poe Investment Entities are part of a closely-
held family owned insurance group owned and/or controlled by Poe Management and/or the
Limited Partners, primarily family members of Poe Senior, and operating as a single entity under

one brand.
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257. The Poe Insurance Group was operating exclusively in the Florida personal and
commercial property insurance market.

258. At all relevant times, the Poe Insurance Group and the Poe Investment Entities
operated out of the same physical location in Tampa, Florida.

259. At all relevant times, the Poe Insurance Group and the Poe Investment Entities
were operated by the same officers, directors and/or partners.

260. At all relevant times, the Poe Insurance Group and the Poe Investment Entities
shared all of the same common employees.

261. At all relevant times, the Poe Insurance Group and the Poe Investment Entities
maintained their books and records in the same computer programs and hardcopy and/or
electronic files.

262. Upon information and belief, the cash receipts of the Insurance Companies from
premium funds were the primary source of income for the Poe Affiliates and the Poe Investment
Entities.

263. The operating expenses and cash receipts of the Poe Insurance Group and the Poe
Investment Entities were, upon information and belief, commingled in and processed by one
central processing unit.

264. The operating expenses and cash receipts of the Poe Insurance Group and the Poe
Investment Entities were, upon information and belief, paid interchangeably through internal
accounting methods that disregarded which particular entity had actual ownership of the bank
accounts or funds.

265. The relevant directors, officers, and owners of voting securities, whether directly

or indirectly, for the Insurance Companies were at all relevant times Defendants:
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266.

267.

Wurdeman
Poe Senior
Poe Junior
Krzesinski
Charles E.
Marilyn P.
Janice P.
Kacprowski
Gough

Charles W.
Michelle P.
Eric P.
Peggy P.
Meder
Keren P.
Romerill
Guice
Abreu
Dollar

The following individuals were at all times relevant, either directly or indirectly,

Wurdeman
Poe Senior
Poe Junior
Krzesinski
Charles E.
Marilyn P.
Janice P.
Kacprowski
Gough

directors, officers or owners of voting securities for the Poe Affiliates:

Charles W.
Michelle P.
Eric P.
Peggy P.
Meder
Keren P.
Romerill
Guice
Abreu
Dollar

At all relevant times, the following Defendants were, either directly or indirectly,

Wurdeman
Poe Senior
Poe Junior
Krzesinski
Charles E.
Marilyn P.
Janice P.
Kacprowski
Gough
Betty
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directors, officers or owners of voting securities for the Poe Investment Entities:

Charles W.
Michelle P.
Eric P.
Peggy P.
Meder
Keren P.
Romerill
Guice
Abreu
Dollar



SUBSTANTIVE ALLEGATIONS

A. Backeground and Relationship between the Poe Affiliates, the Poe Investment
Entities and the Insurance Companies

268. After Hurricane Andrew in 1992, the state of Florida cre'(;ted Citizens Property
Insurance Corporation (as the successor to the Residential Property and Casualty Joint
Underwriting Association) (“Citizens”) to operate as an insurer of last resort for persons unable
to obtain coverage.

269. Subsequently, seeking to encourage more competition in the private market, laws
were enacted to foster a “policy takeout” from Citizens by private insurers.

270. The “policy takeout” legislation consisted of the State’s delayed payment of
approximately $100 per policy, plus other incentives, to private insurers to move the Citizens
insurance policies to private companies.

271. In 1996, the Poe Insurance Group began its insurance operations by aggressively
taking advantage of the Citizens policy takeout opportunity.

272. As aresult of the policy takeouts from Citizens, by July of 2004 the Poe Insurance
Group was the largest privately-held property insurance group in Florida.

273. Excluding Citizens, the Poe Insurance Group was the third largest homeowners’
insurer in Florida, behind State Farm and Allstate.

274. The Poe Insurance Group had in force over 300,000 policies, which generated
over $500 million of gross written premiums per year.

275. The Poe Insurance Group consists of a principal holding company with several
subsidiaries, including the three Insurance Companies.

276. PFG is the parent holding company for the entire organization.
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277. PFG is the parent company for PIH, PIM, P&A, and MCS and has very little
operating activity.

278. PIH, PIM, P&A, and MCS are wholly-owned by PFG.

279. PIH is the 100% owner of the Insurance Companies.

280. Policies for the Poe Insurance Group were issued through the three subsidiary
Insurance Companies.

281. SFIC was incorporated under the laws of Florida in March 1, 1996, and
commenced business on August 16, 1996.

282. SFIC provided property insurance coverage on both a direct and reinsurance
basis.

283. SFIC was established as a “take-out” company in 1996 by depopulating
homeowners’ policies from Citizens.

284. In 1999, SFIC moved from policy depopulations to the production of new non-
state-insurance-pool business, primarily in commercial property lines.

285. SFIC was wholly owned by its parent, PIH, which was in turn wholly owned by
PFG.

286. APIC was incorporated in Florida in March 20, 1998, by incorporators unrelated
to Poe Management, and commenced business in May 31, 1998.

287. APIC provided property insurance coverage.

288. APIC also began operations with the depopulation of policies from Citizens.

289. In 2001, APIC was acquired by PIH. APIC has continued depopulating policies

from Citizens, removing approximately a combined 71,000 homeowners’ policies in 2004 and

2005.
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290. FPPIC was organized under the laws of Florida in November 1, 2002, and
commenced business in March 1, 2003.

291. FPPIC provided property insurance coverage.

292. A network of independent insurance agents and P&A produced largely all of
FPPIC’s business.

293. FPPIC was wholly-owned by its parent, PIH, which was in turn wholly-owned by

PFG.

294. PIM was a managing general agency for the Insurance Companies.

295. PIM handled policy issuance and underwriting for the Insurance Companies.

296. All cash receipts for the Insurance Companies were processed in-house by PIM.

297. From its inception, PIM was a subchapter S corporation.

298.  As such, a majority of PIM’s net income was distributed to its shareholders.

299. Other than the services provided to the Insurance Companies, PIM had no other
business.

300. Policy issuance and underwriting are necessary and core functions of an insurance
company.

301. Poe Management chose to establish PIM to perform these functions, rather than
allowing the Insurance Companies to handle them directly in-house.

302. PIM charged the Insurance Companies a fee based on a percentage of the written
premiums and a $25 per policy fee that was charged directly to the policyholder.

303. P&A was the retail insurance agency with approximately 80,000 retail customers
who procured insurance from the Insurance Companies.

304. In addition, P&A serviced the Citizens’ take-out policy customers.
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305. P&A relied on the Insurance Companies for the vast majority of its revenue.

306. MCS was established in 1997 as the claims servicing company for the Insurance
Companies.

307. MCS processed all claims for the Insurance Companies with a staff of
approximately 81 claims management specialists.

308. MCS would also temporarily employ third party claims adjusters to handle
increased claims volume after a catastrophic event.

309. All of MCS’ overhead was charged through to the Insurance Companies.

310.  Other than the Insurance Companies, MCS had no other business.

311. Claims servicing is a necessary and core function of an insurance company.

312. Poe Management chose to establish MCS to perform this function, rather than
allowing the Insurance Companies to handle it directly in-house.

313. PIH was the parent and holding company for the Insurance Companies with very
little operating activity.

314. PII was the securities investment agent for the Insurance Companies.

315. As of December 31, 2003, upon information and belief, PII invested
approximately $26 million in securities on behalf of the Insurance Companies.

B. Applicable Regulations for Insurance Companies and Affiliates and Statutory
Reporting Requirements

316. The Insurance Companies and their affiliates conducted business in an area that is
highly regulated.
317. The insurance industry is regulated by the state to protect policyholders against,

among other things, the risk that insurers will not be able to meet their financial responsibilities.



318. In Florida, financial regulation of the insurance industry is the responsibility of
the Office of Insurance Regulation (the “OIR”), an agency separate from the DFS.

319. It is the responsibility of the OIR to oversee that insurers transacting business in
Florida remain solvent and obey applicable laws and regulations.

320. If an insurer becomes insolvent, upon Court order, the DFS is appointed as
receiver and assumes control of the insurer and the insurer.

321. Solvency regulation of an insurer includes capitalization requirements for insurers
(See Section 624.407, Florida Statutes), examination of the financial condition of insurers (See
Section 624.316, Florida Statutes), establishing minimum insurance company reserve and
surplus requirements (See Sections, 625.051 and 624.408, Florida Statutes), and regulating the
insurer investment of its money.

322. If the insurer has affiliates or is set up in a holding company/subsidiary structure,
transactions between affiliates are also regulated to serve the best interests of the insurer. See
Section 624.310, Florida Statutes and Fla. Admin. Code Regulation 690-143.047(1).

323. The OIR monitors the financial condition of insurers through examinations and
audits using financial reports and periodic on-site examinations.

324. The accurate determination of whether or not an insurer is solvent is dependent
upon whether the insurer’s loss reserves are adequate.

325. Under Florida law, an insurer is solvent if all the readily available assets of the
insurer are sufficient to discharge all its liabilities, and the insurer is able to pay its debts as they
become due in the usual course of business.

326. Under Section 631.011(14), Florida Statutes; See also, Section 607.0147, Florida

Statutes, “Insolvency”, as applied to an insurer, means that all the assets of the insurer, if made
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immediately available, would not be sufficient to discharge all its liabilities or that the insurer is
unable to pay its debts as they become due in the usual course of business. When the context of
any provision of the Insurance Code so indicates, “insolvency” also includes and is defined as
“impairment of surplus,” as defined in subsection (13) of Section 631.011, and “impairment of
capital,” as defined in subsection (12) of Section 631.011.

327. Pursuant to Section 624.424, Florida Statutes, insurance companies are required
to file quarterly and annual financial statements.

328. The financial statements must contain information generally included in the
insurers’ financial statements prepared in accordance with statutory accounting principles and
practices, in a form that is generally used by insurers for financial statements.

329. The OIR has adopted the Statement of Statutory Accounting Principles of the
National Association of Insurance Commissioners (“NAIC”) to facilitate uniformity in financial
statements.

330. The OIR reviews the financial statements to evaluate the insurer’s financial
condition, which may then lead to immediate regulatory action.

331. The OIR may require the insurer to develop a plan to correct deficiencies, conduct
targeted examinations of the insurer, restrict the insurer’s activities, suspend or revoke the
insurer’s Certificate of Authority to conduct business in Florida, or refer the company to the DFS
for initiation of receivership proceedings.

332. In order to maintain a Certificate of Authority to transact business in Florida, a
property and casualty insurer is required to maintain a surplus as to policyholders not less than

$4 million at all times. See Section 624.408(1)(a)5, Flonda Statutes.
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333.  An insurer’s ratio of actual or projected annual written premiums to current or
projected surplus as to policyholders must not exceed 10 to 1 for gross written premiums or 4 to
1 for net written premiums. See Section 624.4095, Florida Statutes.

334. An insurer risks having its Certificate of Authority suspended if these standards
are not maintained.

335. Property and casualty insurance companies are required to book and identify in
their Annual Statements to the OIR a provision for loss and loss adjustment expense reserves
(“LAE”) for claims that (1) have been reported and not paid (i.e., booked and/or case reserves)
and (2) have occurred but have not yet been reported (abbreviated “IBNR”—i.e., “incurred but
not reported”).

336. In addition, IBNR reserves are to include anticipated loss development on existing
case reserves that are known to the insurer.

337. Case reserves are management’s best good faith estimate, calculated in
conformity with industry standards, of the ultimate loss on a claim based on all known
information at a certain point in time based on company policy and claim type.

338. IBNR is management’s best good faith estimate as to what the ultimate loss will
be for claims that have already occurred but are yet to be reported.

339. IBNR is also computed in accordance with applicable insurance standards of
practice and principles based on all known information.

340. Actuaries who certify a company’s reserves typically provide management with a
range within which loss and LAE reserves are deemed adequate. The range of reserve adequacy

estimated by actuaries can be very significant.
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341. Reinsurance also plays an important role in the risk spreading process and
provides insurers with varying degrees of financial stability.

342. Insurers, therefore, purchase reinsurance in order to minimize the risks to the
company’s solvency associated with potential future losses.

343. Insurers that meet certain requirements for reinsurance are allowed either an asset
or a deduction from liability on account of the reinsurance ceded. See Fla.Stat. § 625.610.

C. The Managing General Agency and Insurance Operations

344. The Insurance Companies entered into the Managing General Agency Agreement
(“MGA Agreement”) with PIM on January 28, 2004, to provide services in connection with the
management and administration of the Insurance Companies. A copy of the MGA is attached
hereto as Exhibit “1”.

345. The services to be provided by PIM to the Insurance Companies included
underwriting, policy administration and reinsurance negotiation on behalf of the Insurance
Companies.

346. Under the MGA Agreement, PIM was paid a flat percentage fee as commissions
from each of the Insolvent Insurance Companies’ gross written premiums, “less pass through
surcharge, and net of cancellations.” See Article 111 § (1) of the MGA Agreement. (Emphasis

added).

347. The “net of cancellations” provision of the MGA is understood to mean, and the
practices of PIM reflect, that PIM and P&A would return unearned fees to the Insurance

Companies by way of a monthly true-up statement.
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348. The parties to the MGA Agreement subsequently agreed to pay the fee based on a
sliding scale. Copies of the amendments to the MGA Agreement are attached hereto as
Composite Exhibit “2”.

349. Poe Management determined that PIM was responsible for most, if not all, of the
charges and expenses incurred in its operation and would receive a fee from the Insurance
Companies on a sliding scale of 22.5% to 26.5%, depending on the amount of the gross
premiums written, less cancellations.

350. Poe Management further determined that P&A would receive a 10% fee, taken
from PIM’s fee, for its services as the retail agency for the Insurance Companies.

351. These percentage charges, however, were deducted by PIM and P&A, based on
the full one-year term of the policies, with the balance payable to the Insurance Companies.

352. On a monthly basis, the MGA Agreement fee commissions would be adjusted and
unearned commissions and unearned fees credited to the Insurance Companies based on
cancellations or endorsements.

353. Therefore, any commission paid on the unearned premium was adjusted in tﬁe
following month’s commissions statement and the unearmed commissions returned to the
Insurance Companies.

354, In the regular course of its business, PIM, as directed by Poe Management, would
collect the insurance premiums from the insured and remit to the Insurance Companies the net
premium after deducting the fees owed to PIM under the MGA Agreement.

355. PIM’s income, and therefore that of Poe Management, thus was generated from

the premiums that it collected from the insured on behalf of the Insurance Companies.
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356. As the managing general agent, however, PIM was govermned by Florida law
regarding the handling of premiums.

357.  Premiums collected by an administrator on behalf of an insurer are held by the
administrator in a fiduciary capacity. See Fla.Stat. § 626.883(2); See also, Fla.Stat. §
626.7451(3) (person acting in the capacity of a managing general agent must have a written
contract with insurer that contains provision that all funds collected for the account of the insurer
shall be held by the managing general agent in a fiduciary capacity and used for payment as
directed by the insurer).

358. Insurers are required under Florida law to maintain separate trust accounts of
premiums collected by all controlling and/or controlled persons on behalf of the insurance
company. See Fla.Stat. § 625.012(5).

359. A “controlling” or “controlled person” is, inter alia, any person that owes to the
insurer an amount greater than 50 percent of the insurer’s total premiums in the course of
collection as provided for in the insurer’s financial statement. Se¢ Fla.Stat. § 625.012(b)3.

360. The funds deposited into such a trust account are to be held as trust funds and may
not be commingled with any other funds of the controlling and/or controlled person.

361. Furthermore, the trust account must be funded within 15 working days after the
premiums are collected by the controlling and/or controlled person.

362. Since PIM maintained various bank accounts on behalf of the Insurance
Companies, it was responsible for those accounts.

363. As a result, PIM had a variety of bank accounts — operating, return premium
accounts and a premium funding account — for the maintenance and handling of the premium

funds collected from the insured.
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364. It was not until 2004 that PIM set up trust accounts for SFIC and APIC.

365. PIM did not set up a trust account for FPPIC until July 2005.

366. PIM’s failure to set up trust accounts for the Insurance Companies was in
violation of Florida law and PIM’s actions were directed, controlled, dictated and operated by
Poe Management.

367. On or about March 1, 2004, September 27, 2004, and July 1, 2005, PIM entered
into trust agreements with APIC, SFIC, and FPPIC, respectively, as the beneficiaries, and
Wachovia Bank, N.A. (“Wachovia Bank™), as the trustee, for the purpose of depositing the
premiums collected on behalf of the Insurance Companies into trust accounts with Wachovia
Bank.

D. Poe Insurance Group’s Corporate and Tax Restructuring

368. On or about November 18-23, 2005, Poe Management restructured PFG’s Q-
subs, PIM, MCS, P&A and PIH, into “Limited Liability Company” form.

369. During the same time period, on or about November 21, 2005, Poe Management
revoked PFG’s Subchapter S election, creating one consolidated reporting group.

370. Prior to this time, the Insurance Companies reported consolidated tax returns
through PIH, as its parent company, and the Poe Affiliates reported consolidated tax returns
through PFG, as the Poe Affiliates’ parent company.

371. In addition, PIH and its insurance subsidiaries, the Insurance Companies, were
also included as members in the PFG consolidated group.

372. In 2004, the Insurance Companies generated approximately $141 million in net

operating losses (“NOL”).
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373. From this loss, PIH received refunds totaling approximately $38 million, which
were distributed pro rata to the respective Insurance Companies.

374. Upon information and belief in 2005, the Insurance ‘Companies generated
approximately $500 million in NOL.

375.  Upon information and belief, Poe Management’s purpose for the restructuring of
the Poe Affiliates, PIH and the Insurance Companies into one single tax entity under PFG was to
effectively transfer the remaining $111 million of NOL for 2004 and approximately $500 million
of NOL for 2005 from the Insurance Companies to PFG.

376. The restructuring and transfer of the multi-million dollar tax asset was facilitated
by PFG’s auditor, Deloitte & Touche, LLP.

E. Poe Management Knew or Should have Known that PIM was Financially Unsound
and/or Insolvent after the Storms in 2004

377. Pursuant to Section 607.01401(8), Florida Statutes, PIM was financially unsound
and/or insolvent in 2004, 2005 and throughout 2006.

378. Taking into account all of PIM’s assets and liabilities, excluding of course the
cash that PIM held in a fiduciary capacity and/or maintained in trust accounts on behalf of the
Insurance Companies, PIM was unable to pay its debts as they became due in the usual course of

its business affairs.

379. PIM was operating at a substantial financial deficit after the storms in 2004 and

throughout 2005.

380. In spite of PIM’s precarious financial condition, PIM made millions of dollars in
distributions to PFG’s shareholders, which further deteriorated PIM and deepened its financial

unsoundness and/or insolvency.
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381. After the dividend distributions were made in 2004, PIM’s liabilities exceeded its
assets every month throughout the year and/or PIM was unable to pay its debts in the usual
course of its affairs. PIM was therefore financially unsound and/or insolvent in 2004.

382. PIM’s insolvency carried on to 2005.

383. Prior to any distribution of dividends to shareholders in 2005, PIM’s liabilities
exceeded its assets for every month during the year of 2005.

384. Based on Poe Management’s deceptive reporting, PIM’s assets werel grossly
inflated for the months of November and December of 2005.

385. The increase in assets for these months, however, was based on alleged capital
contributions by shareholders that were never funded, as discussed further below.

386. PIM'’s deficit increased for every month in 2005 after distributions of dividends to
shareholders were made.

387. Based on the above, PIM continued to be financially unsound and/or insolvent in
2005.

388. Because of their involvement as managers with the deficient financial condition
of PIM, in 2004 and throughout 2005, Poe Management knew or should have known that they
were improperly reporting assets of the Insurance Companies and that the Insurance Companies
were also financially unsound and/or insolvent.

389. PIM'’s shareholders and management knew or had reason to know this since they
were essentially the same shareholders and management team as for the Insurance Companies.

F. Poe Management Knew or Should Have Known that the Insurance Companies were
Impaired and/or Insolvent after the 2004 Storms

390. After the 2004 storms, Poe Management knew or should have known that the

Insurance Companies were impaired and/or insolvent.
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391. Notwithstanding, Poe Management intentionally and/or recklessly manipulated at
least three areas of reporting to the state regulators—admitted assets, loss and loss adjustment
expense reserves, and capital contributions—for the purpose of deceiving the public, the state
regulators and/or the creditors regarding the financial status of the Insurance Companies.

392. Poe Management 'made numerous misrepresentations and/or fraudulent omissions
of the financial strength and/or solvency of the Insurance Companies by overstating assets and
understating liabilities in their 2004 and 2005 Annual Statements.

393. The Insurance Companies were in fact impaired and/or insolvent at least as of
December 31, 2004.

1. Poe Management’s Misrepresentations in the 2004 and 2005
Annual Statements to OIR Regarding the Financial Condition of APIC

394, Under Florida law and pursuant to the MGA Agreement, PIM held the premiums
that it collected on behalf of the Insurance Companies in a fiduciary capacity.

395. As fiduciaries, Poe Management was required to evaluate PIM’s financial
condition under certain circumstances when reporting assets of the Insurance Companies.

396. Poe Management’s mishandling of premium funds through PIM given PIM’s
precarious financial condition, therefore, negatively affected the financial condition of the

Insurance Companies.

397. The assets allowed for purposes of reporting the financial condition of the
Insurance Companies to state regulators are provided for in Section 625.012, Florida Statutes.

398. Under these statutes, Poe Management’s recording of premiums collected by PIM
as an asset of the Insurance Companies is prohibited.

399. Under Section 625.012, premiums due from a controlling and/or controlled person

resulting from agents’ balance receivables cannot be reported as an asset of the insurer if:
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(a) the premiums collected are not held in a trust account, which requires that the trust
account be funded within 15 working days after collection;

(b) the controlling or controlled person has not provided to the insurer an unexpired,
clean irrevocable letter of credit payable to the insurer that equals or exceeds the amount of the
premiums collected;

(c) the controlling or controlled person has not provided to the insurer evidence that the
controlling or controlled person has purchased, and there is in effect, a financial guaranty bond in
an amount equal to or in excess of the premiums collected; or

(d) an evaluation of the financial condition of the controlling or controlled person
indicates that it is unlikely to have the ability to pay such premiums as they become due.

400. As the controlling and/or controlled person of the Insurance Companies’
premiums, therefore, PIM was required to maintain all premiums collected (with the exception of
commissions) in a trust account or to have the guaranteed financial wherewithal to pay the
premiums as they became due.

401. In the event PIM’s financial condition was such that PIM was unable to pay the
premiums to the Insurance Companies as they became due, the amounts of the premiums due the
Insurance Companies from PIM were not legally allowable as an asset in the financial statements
of the Insurance Companies.

2. Poe Management Misrepresents the Assets of the Insurance Companies

402. Poe Management recorded surpluses in excess of the actual surplus maintained by
the Insurance Companies in their annual financial statements submitted to the OIR for 2004 and
2005, as well as all quarterly financial statements for 2005 and 2006, when in fact, the Insurance

Companies’ surplus was much less and/or in a deficit position.
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403. Poe Management did not properly account and/or provide for agents’ balance
receivables pursuant to Section 625.012(5), Florida Statutes, which requires the insurer to record
as non-admitted assets any amounts that are deemed to be uncollectible if the controlling and/or
controlled person that is handling the premiums of the insurer does not have the ability to pay
over the premium.

404. Poe Management recorded agents’ balance receivables as admitted assets for 2004
and 2005 for the Insurance Companies, even though PIM did not have the financial ability to pay
the amounts in premiums over to the Insurance Companies and PIM was not otherwise in
compliance with Section 625.012, Florida Statutes.

405. As of December 31, 2004 through 2006, PIM’s liabilities exceeded its assets.

406. Therefore, the agents’ balance receivables should not have been recorded as an
admitted or permissible asset but rather have been recorded as non-admitted assets in the books
of the Insurance Companies.

3. Poe Management Understates the Reserves for the Insurance Companies

407. Poe Management implemented in 2004 a claims handling policy for the Insurance
Companies under which only the Actual Cash Value (“ACV” or replacement cost less
depreciation) on a large number of claims was to be paid, with no additional reserves recorded,
until repairs to the insured structure(s) were completed and verified by an outside adjuster.

408. In the 2004 and 2005 Annual Statements, Poe Management reported loss and
LAE reserves (net of reinsurance) for the Insurance Companies.

409. Poe Management failed to accrue the depreciation holdback amount after the

claim was initially paid and did not include that amount as part of the reported loss and LAE
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reserves, thus understating the loss in order to depress the amount of the necessary reserves
artificially.

410. Poe Management knew or should have known that they should have reported and
reserved a substantially larger amount for the 2004 accident year development which occurred in
calendar year 2005 and the 2005 accident year development which occurred in the quarter ended
March 31, 2006 than the actual amount reserved and/or reported.

411. Poe Management improperly reported the loss and LAE reserves because they
knew or should have known that the Insurance Companies’ surplus was at a low level and would
not meet regulatory requirements if they had properly recorded loss and LAE reserves, which
would have alerted the public or state regulators, such as OIR.

412. The deceptive reporting by Poe Management in calculating the reserves is
provided in further detail in Section G below.

413. The OIR’s concerns over the Insurance Companies regarding the companies’
solvency was met by assurances from Poe Management that additional capital was forthcoming
and requests for additional time.

4. Poe Management’s Improper Utilization of Deferred Tax Assets

414. Poe Management recorded capital, surplus and net deferred tax assets for the
Insurance Companies in the 2004 and 2005 Annual Statements.

415. Poe Management recorded admitted deferred tax assets as defined by the
Statement of Statutory Accounting Principles (“SSAP”) 10, which allows an insurer to record an
admitted deferred tax asset of up to 10% of the quarterly period surplus for an amount that it

expects will reverse in one year.
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416. Poe Management therefore represented that the Insurance Companies would be
able to utilize all of their NOL carryforward as well as all of their capital loss carryforward in
2005 and/or 2006 when Poe Management knew or should have known that the reserves were
understated and the Insurance Companies would consequently have losses reported in 2005
and/or 2006 for the accident year 2004 and/or 2005, and thus could not properly recoup any
deferred tax assets.

417. Therefore, if the Insurance Companies would incur additional losses in 2005
and/or 2006 for the respective accident years 2004 and/or 2005, Poe Management knew or
should have known that the Insurance Companies would not be generating profits in 2005 or
2006, as applicable, to utilize the NOL and capital loss carryforwards.

418. As aresult, Poe Management falsely recorded admitted deferred tax assets under
SSAP 10.

419.  Accordingly, as of December 31, 2004, the Insurance Companies’ surplus was at
a deficit position, not the surplus that was reported by Poe Management for the Insurance
Companies in its 2004 and 2005 Annual Statements to the OIR.

420. The surplus amounts were grossly below the $4 million surplus minimum
required to maintain a Certificate of Authority to operate as a Florida insurer under Section
624.408(1)(a)5, Florida Statutes.

G. Poe Management’s Purposeful Understatement of the Insurance Companies’ Case
Reserves

421. Prior to 2004, Poe Management, in the regular course of its business, engaged an
independent actuarial firm to evaluate the adequacy of the reserves, calculate the amount of
reserves that the Insurance Companies would book, and rely on the actuary to prepare the

Statement of Actuarial Opinion (“SAO”) that is included with the Annual Reports for the
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Insurance Companies to the OIR as required by Florida Statutes. The opining SAO actuary is
the “appointed actuary”.

422. For the year ending December 31, 2004, however, Poe Management changed the
process that had been used in previous years in calculating reserves.

423. Specifically in 2004, Poe Management’s appointed independent actuary
calculated the required reserves that Poe Management would book for non-catastrophe and/or
non-hurricane (“non-CAT”) losses, while Poe Management determined the required reserves for
catastrophe and/or hurricane (““CAT”) losses that Poe Management booked as of December 31,
2004.

424. Poe Management’s calculations for the CAT booked reserves were adopted by the
actuary and reported to the OIR in the SAO.

425. Poe Management utilized unacceptable industry practices to calculate the required
CAT reserves.

426. Instead, Poe Management apparently fashioned two separate approaches for
calculating CAT reserves: one approach for “personal lines” and a second approach for
“commercial lines.”

427. Poe Management refers to “homeowners” and “farm owners” insurance, as
defined by the NAIC, as “personal lines,” and special property (i.e., fire, allied lines, inland
marine, earthquake, burglary and theft) as “commercial lines.”

428. For commercial lines CAT reserves, Poe Management booked as a total reserve as
of December 31, 2004, the sum of claim adjuster set case reserves and the booked IBNR for

commercial lines CAT was negligible.
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429. This calculation is contrary to standard insurance business practice and contrary
to NAIC and OIR requirements.

430. For personal lines CAT reserves, Poe Management booked-as a total reserve as of
December 31, 2004, a number that was the sum of the product of open claims plus estimated
unreported claims times average so-called “expected ultimate costs” per claim depending on
hurricane, county, and, upon information and belief, Poe Management-created “severity codes”,
minus payments on open claims.

431. For reserves as of December 31, 2004, these “severity codes” used by Poe
Management were not based on any industry standard. The sum of these personal lines CAT
“formula reserves” was materially less than the sum of Poe Management’s personal lines CAT
claim adjuster set case reserves.

432. For prior years to 2004, Poe Management used the claim adjuster set case reserves
as a component in the calculation of total reserves for losses and LAE.

433. Poe Management affirmed in the Annual and Quarterly Reports of the Insurance
Companies that booked reserves were adequate for each of the Insurance Companies when they
knew or should have known that booked reserves were in fact grossly inadequate.

434. Poe Management knew or should have known that the booked reserves were
significantly understated by using any standard insurance business methods commonly used by
insurer management in calculating the adequacy of booked reserves.

435. Based on data for prior accident years, Poe Management knew or should have
known that case reserves per open claim were expected to have been significantly greater than

the actual booked case reserves per open claim for accident year 2004.
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436. Furthermore, based on data for prior accident years, Poe Management knew or
should have known that the ratio of IBNR reserves to case reserves were expected to be
substantially greater than the actual booked ratio of IBNR reserves to case reserves for accident
year 2004, and that the IBNR reserves actually booked by Poe Management for the Insurance
Companies was materially deficient.

437. Therefore, Poe Management knew or should have known that the reserves were
inadequate for accident year 2004 based on the application of any of the commonly used ratio
methods used for determining the adequacy of reserves.

H. Poe Management Aggravates the Insolvency of the Insurance Companies by Making
Improper Distributions Using Premium Funds

438. From 2004 through 2005 just prior to the Insurance Companies’ liquidation
proceedings, Poe Management drained the Insurance Companies of premium funds that would
have otherwise been available to cover claims through so-called “capital contributions” that were
based on future earnings and improper dividend distributions.

1. Poe Management Falsely Reported “Unfunded” Capital Contributions as
Assets

439. PIM has been an S corporation since its inception in 1996.

440. PIM was a standalone S-corporation until 1999.

441. In 1999, PFG converted to an S-corporation.

442. In 1999, PIM became a qualified subsidiary or “Q-sub” of PFG.

443. The income generated by an S-corporation is passed through to the stockholders
for reporting on their personal tax returns.

444. 1In 2005, PFG elected to revoke the S-corporation election of the group.
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445. Beginning in 2002, PFG made “capital contributions” to the Insurance
Companies.

446. Because PFG was a holding company with no significant operations, these capital
contributions were made from cash borrowed or generated from PIM.

447.  Although the capital contributions were recorded in the records as coming from
PFG, the funds in fact came from PIM, the Q-sub corporation of PFG, because it was the next
operating entity, after the Insurance Companies, that generated earnings and cash flow.

448. Poe Management’s initial accounting for these transactions in the internal
financial statements was to “gross up” the balance sheet by recording a “receivable” for the
entire capital contribution amounts to the Insurance Companies, whether it came from operating
cash flows or from corporate debt.

449. The consolidated balance sheet would then reflect the full amount of the capital
contributions as paid in capital and a decrease to equity for the unfunded portions that was a
receivable titled “Due from Shareholders.”

450. Remarkably, the repayment of these contributions was deferred and made
contingent on PIM’s future eamings, and was accomplished through improper dividend
distributions to PFG’s shareholders.

451. Portions of the earnings of PIM were held back from the shareholders’ cash
distributions in order to “repay” these capital contributions.

452. These “capital holdbacks” were treated as distributions to the shareholders and

then deemed to be capital contributions back to the Insurance Companies.
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453. The unfunded contributions, however, were never form‘ally acknowledged
obligations of the shareholders and PIM never made any efforts to collect these funds directly
from the shareholders.

454. Furthermore, the unfunded capital balances were not recorded as distributions on
the shareholders K-1 tax returns.

455. PIM was in a deficit during 2004 and 2005 and these “capital contributions” were
premium dollars improperly taken from the Insurance Companies.

456. Thus, premium funds, which were held by PIM in a fiduciary capacity, were
being used to create a receivable in the books of the Insurance Companies through the
shareholder “capital contributions” and then falsely reported to the OIR as assets.

457. In 2004 and 2005, PIM purported to pay approximately $48.5 million of these
“unfunded” capital contributions to the Insurance Companies on behalf of PFG.

458. In November 2005, Poe Management reclassified the “Due from Shareholders”
from “equity” to an “asset”.

459. Poe Management knew or should have known that the unfunded capital
contributions should not be recorded as an asset on PIM’s balance sheet, as the same were an
artifice, but rather they should have been reported as a reduction of equity.

2. Poe Management Make Improper Dividend Distributions

460. During the years 2004 and 2005, approximately $143.5 million in dividends
distributions were paid indirectly to PFG and its shareholders, primarily family members, by

PIM.
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461. From the $143.5 million in dividend distributions, approximately $117.2 million
were paid when liabilities exceeded assets or the effect of the distribution would result in such a
condition.

462. Most months during 2004 and 2005 in which dividend distributions were paid
during 2004 and 2005, PIM’s total assets were less than the sum of its liabilities, even prior to
the distribution for each of the months that the distributions were made.

463. For the remaining months, after the dividend distributions were made, PIM’s total
assets were less than the sum of its liabilities.

464. PIM’s board of directors assented or voted for the approximately $143.5 million
in dividend distributions from January 2004 through October 2005, during a time when PIM’s
and the Insurance Companies’ financial condition called for Poe Management to act in a manner
that was in the best interests of the Insurance Companies and their policyholders.

465. Poe Management knew or should have known not to make the distributions or
that they should have reduced the amounts distributed to the shareholders based on the financial
condition of the Insurance Companies and PIM.

466. Notwithstanding, PIM was operating in a deficit and the Insurance Companies
were insolvent and/or financially impaired.

467. Therefore, the distributions came from premium dollars and/or were otherwise
unlawful.

468. Accordingly, the $117.2 million that were paid in dividend distributions were

improper and were paid out of premium funds from the Insurance Companies.
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I. The Receivership of the Insurance Companies

1. The Receivership Orders

469. Pursuant to the Act’s provisions, the DFS was appointed as Receiver of the
Insurance Companies, in the matters of In re: The Receivership of Southern Family Insurance
Company, Case No. 2006-CA-001060, In re: The Receivership of Atlantic Preferred Insurance
Company, Case No. 2006-CA-001083, and In re: The Receivership of Florida Preferred
Property Insurance Company, Case No.: 2006-CA-001198, on May 31, 2006, and effective as
of June 1, 2006 (collectively the “Receivership Orders™). Copies of the Receivership Orders are
attached hereto as Exhibits “3,” “4” and “5”, respectively.

470. The Receivership Orders direct the DFS, as Receiver, to, inter alia:

[t]ake immediate possession of all the property, assets, and estate, and all other

property of every kind whatsoever... belonging to the [Insurance Companies]... or

affiliates”... and “[t]itle to all property... all contracts, rights of action and all

books and records of the [Insurance Companies], wherever located, is vested in

the Receiver.

Receivership Orders at § 15.A.

471. The Receiver is also commanded under the Receivership Orders to receive
immediate transfer of title, custody and control of “any funds, accounts and any other assets of
the “Insurance Companies™... from “[a]ny bank, savings and loan association, or other
financial institution which has on deposit, in its possession, custody or control.” See

Receivership Orders at § 15.V.

2. The Transition Plan

472. On June 1, 2006, the Receiver’s Consolidated Plan of Liquidation and Transition
applicable to the Insurance Companies was entered into and executed by the DFS, Citizens and
FIGA, and approved by the OIR (the “Transition Plan”). A copy of the Transition Plan is

attached hereto as Exhibit “6”.
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473.  On June 2, 2006, the Order approving the Transition Plan was entered by the
Receivership Court directing its implementation. A copy of the Order Approving Receiver’s
Plan of Liquidation and Transition is attached hereto as Exhibit “7”.

474. Under the Transition Plan: (1) the DFS was charged with and responsible for,
inter alia, finding alternate coverage for the more than 300,000 eligible policyholders and
collecting all property belonging to the estate of the Insurance Companies for handling by FIGA;
(2) Citizens was ordered, by the Receivership Court, to, inter alia, provide coverage for the
policyholders of the Insurance Companies whose policies were cancelled under the Transition
Plan; and (3) FIGA was directed to, inter alia, handle the payment of covered claims.

J. Poe Affiliates (Excluding PIH) File for Chapter 11 Relief

475. On August 18, 2006, the Poe Affiliates, PIM, P&A, PFG and MCS, with the
exception of PIH, filed voluntary petitions for relief under Chapter 11 of the United States
Bankruptcy Code.

476. Upon information and belief, Poe Management through PIM retained
approximately $31,611,119.25 of unearned commissions based on the 26.5% management fee
under the MGA Agreement. PIM received payment for the management fee in advance by the
Insurance Companies.

477. In addition, upon information and belief, Poe Management through P&A is also
holding $3,879,494.00 of uneamed commissions from its agency fee given to it by PIM from the
MGA Agreement fee.

478. These unearned commissions were never remitted to the Insurance Companies

prior to their insolvencies, or turned over to the Receiver upon the adjudication of the Insurance

Companies’ insolvency.
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479. The DFS is acting in its capacity as the Receiver of the Insurance Companies
pursuant to the Receivership Orders, the Liquidation Order and Florida law in bringing this
action.

480. The DFS has retained the law firm of Lydecker, Lee, Behar, Berga & de Zayas,
LLC to represent its interests as the Receiver of the Insurance Companies, its policyholders,
creditors and other claimants and is required to pay a reasonable fee for their services.

481. All conditions precedent to the maintenance of this action have occurred have
been fulfilled or have otherwise been waived or excused.

COUNT I -§631.154 AND §631.155 DEMAND FOR

AGENT’S PREMIUMS OF UNEARNED COMMISSIONS
(AS TO POE MANAGEMENT)

482. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

483. In accordance with Section 631.155 of the Florida Statutes, all persons who have
collected premiums and/or unearned commissions on behalf of an insurer are required to account
to the Receiver and to turn over all amounts due.

484. The defendants named in the prayer for relief in this Count I were involved in the
handling and/or transmittal of premium funds.

485. Unearned commissions were retained by PIM and P&A from the Insurance
Companies and were not turned over to the Insurance Companies and/or the DFS.

486. As aforesaid, the defendants named in the prayer for relief to this Count I have

taken distributions funded by premium funds.
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487. PIM retained and is responsible for approximately $30,250,000.00 of unearned
commissions based on the 22.5% to 26.5% per premium dollar fee under the MGA that PIM
received as payment in advance by the Insurance Companies.

488. In addition, P&A retained and is responsible for $3,800,000.00 of unearned
commissions based on the 10% per premium dollar fee that P&A received as payment in
advance by the Insurance Companies from PIM’s fee.

489. These unearmed commissions were not turned over to the Receiver upon the
adjudication of the Insurance Companies’ insolvency.

490. Poe Management had either direct or indirect control over the operations of PIM
and P&A at all relevant times.

491. Poe Management, through PIM and P&A, took distribution of and retained
unearned commissions of approximately $30,250,000.00 by PIM and $3,800,000.00 by P&A as
of the date of liquidation.

492. This action constitutes a demand upon the Poe Management defendants named in
the prayer for relief below, pursuant to Section 631.154, Florida Statutes, for the immediate
delivery of the sum of $34,050,000.00 in unearned commissions plus interest from the effective
date of the liquidation.

493. Should any of the Poe Management defendants named in the prayer for relief
below claim a right to retain the funds pursuant to any of the grounds set out in Section
631.154(1), then that individual has twenty (20) days from the receipt of this demand within
which to file a pleading setting out such right or claim. The pleading shall be filed in this Court

with a copy to the Receiver’s undersigned counsel.
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WHEREFORE, the Receiver respectfully requests that this Court, upon the expiration of
the twenty (20) days after service of this demand to each such Poe Management on each Poe
Management defendant named in Paragraph A below, should the demanded funds not be
promptly returned or if no pleading as required by statute has been filed, to enter appropriate
Orders in accordance with Section 631.154 of the Flonda Statutes as follows:

a) directing the Defendants, Poe Senior, Poe Junior, Charles E., Charles W.,
Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder, Krzesinski,
Dollar, Romerill, Gough, Abreu, Guice and Kacprowski, to immediately deliver to the Receiver
the demanded premiums and unearned commissions in the total amount of $34,050,000.00, plus
interest thereon from July 1, 2006;

b) directing that after an accounting and reconciliation of the difference between the
amounts shown on the statements of the Insurance Companies and PIM and P&A and any other
appropriate adjustments that any additional amounts due be promptly paid over to the Receiver;

c) retaining jurisdiction over the subject matter and the parties for the purpose of
entering judgment in accordance with Sections 631.154(4) and (6), Flonda Statutes, and
awarding the Receiver all of its costs and attorney’s fees pursuant to Section 631.154(6)(d),
Florida Statutes;

d) Ordering or recommending the revocation of such Florida insurance licenses as each
Poe Management defendant named in Paragraph A above holds if he or she fails to pay any sum
determined by the Court to be owed under Section 631.155, and

e) For such further relief as this Court deems just and appropriate.
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COUNT II - AVOIDANCE OF FRAUDULENT TRANSFERS AND/OR
VOIDABLE TRANSFERS - §631.155, §631.261, AND §631.262, FLORIDA STATUTES
(AS TO POE SENIOR, individually and as trustee of the
CHARLES E. POE TRUST and the WILLIAM F. POE FOUNDATION, POE JUNIOR,
CHARLES E., MICHELLE P., ERIC P., PEGGY P., KEREN P., MARILYN P., JANICE
P., WURDEMAN, MEDER, KRZESINSKI, DOLLAR, ROMERILL, ABREU, the POE
INVESTMENT ENTITIES AND THE LIMITED PARTNERS )

494. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

495. This is an action to avoid and recover the fraudulent transfers of premium funds in
accordance with Sections 631.155, 631.261, 631.262, 726.105, and 726.106, Florida Statutes
and/or other applicable law.

496. Pursuant to these Sections, the Receiver may avoid any transfer of premium and
interest of the Insurance Companies in property to the above-named Poe Management, the Poe
Investment Entities and the Limited Partners as directors, officers, employees, stockholders,
members, subscribers, affiliates, managing general agents, or insider or any relative, or any
obligation incurred by the Insurance Companies that is voidable under applicable law by any

secured creditor.

497. To the extent any transfer is avoided under these sections, the Receiver may
recover the property transferred or the value of the property from the initial transferee or any

immediate or mediate transferee.

498. The premium funds that are the subject of this action constituted transfers of an
interest in property of the Insurance Companies within either four (4) months, one (1) year, or
four (4) years prior to the date of the liquidation.

499. Poe Management, the Poe Investment Entities and the Limited Partners made the

premium transfers with the actual intent to hinder, delay or defraud a creditor of the Insurance
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Companies, including, without limitation, their policyholders, their creditors and/or members of
the public who are assessed by FIGA for the unpaid debts of the Insurance Companies.

500. One or more of Poe Management, the Poe Investment Entities and the Limited
Partners is either the transferee or a subsequent transferee of the premium transfers and/or was
merely a conduit for the premium transfers, thereby resulting in one or more of Poe
Management, the Poe Investment Entities and the Limited Partners being liable to disgorge the
premium transfers as an initial transferee.

501. Among other factors present in connection with the premium transfers, (i) the
transfers were to individuals and/or entities the Insurance Companies considered as insiders or
that otherwise was an insider of the Insurance Companies under applicable law; (i1) at some
point during the time of the premium transfers, Poe Management, the Poe Investment Entities
and the Limited Partners knew or had reason to know they were going to be sued by the
Insurance Companies on behalf of their policyholders based on the policyholders’ indirect
reliance; (iii) pursuant to the premium transfers by Poe Management, the Poe Investment Entities
and the Limited Partners, the Insurance Companies removed property from the reach of their
non-insider creditors; (iv) the Insurance Companies did not receive reasonably equivalent value
and/or fair consideration from certain Poe Management, the Poe Investment Entities and the
Limited Partners in exchange for the premium transfers as a result thereof; (v) the Insurance
Companies knew or should have known that they were going to incur debts beyond its ability to
pay at the time of the premium transfers; (vi) the premium transfers were against Florida law and
Poe Management, the Poe Investment Entities and the Limited Partners duties and obligations to
the Insurance Companies; (vii) Poe Management, the Poe Investment Entities and the Limited

Partners was engaged in various fraudulent schemes at the time of the premium transfers,
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including the depletion of assets of the Insurance Companies through improper distributions;
(viil)) Poe Management’s, the Poe Investment Entities” and the Limited Partners’ repeated
attempts to conceal from OIR, policyholders and others the details regarding the premium
transfers by disguising the distributions, for example, despite Florida law and insurance
standards providing otherwise.

502. As aresult of the above, the Receiver can avoid the premium transfers pursuant to
the Act and Sections 726.105 and 726.106 and/or other applicablé state law, and recover the
funds that are the subject of the premium transfers for the benefit of the estate of the Insurance
Companies.

503. The Receiver seeks avoidance of the following fraudulent and/or voidable
transfers from Poe Management, the Poe Investment Entities and the Limited Partners that were
made in the form of shareholder distributions during the relevant times in 2004 and 2005

including, but not limited to:

Defendant Date of Transfer Amount of Transfer

James E. Wurdeman

2004 $ 1,212,750.00
James E. Wurdeman

2005 $ 2,155,750.74
William F. Poe, Sr.

2004 $ 6,994,655.03
William F. Poe, Sr.

2005 $ 13,347,125.41
William F. Poe, Jr.

2004 $ 3,071,051.42
William F. Poe, Jr.

2005 $ 4,609,045.09
Charles E. Poe

2004 $ 1,191,800.00
Charles E. Poe

2005 $ 3,228,718.62
Marilyn Lunskis

2004 $ 2,218,000.00
Marilyn Lunskis

2005 $ 4,555,457.78
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Janice P. Mitchell

2004 $ 1,942,000.00
Janice P. Mitchell

2005 $ 5,161,657.78
Michelle Poe

2004 $ 9,163.00
Michelle Poe

2005 $ 17,949.66
Enc Poe

2004 $ 9,265.00
Eric Poe

2005 $ 17,949.66
Peggy Poe

2004 $ 7,055.51
Peggy Poe

2005 $ 13,821.24
Keren Smith

2004 $ 1,776,000.00
Keren Smith

2005 $ 4,588,140.25
James Romenill

2004 $ 10,780.00
James Romerill 2005 $ 15,717.25
Jan Meder 2004 $ 39,384.73
Jan Meder 2005 $ 77,151.88
Bobby C. Dollar 2004 $ 41,792.53
Bobby C. Dollar 2005 $ 60,070.18
Rafael Abreu 2004 $ 2,269.19
Rafael Abreu 2005 $ 4,445.18
Thomas Krzesinski 2004 $ 23,490.00
Charles E. Poe Trust 2004 $ 877,200.00
Charles E. Poe Trust 2005 $ 1,143,840.00
Poe Family Investment Co. 2004 $ 5,866,426.68
Poe Family Investment Co. 2005 $ 3,473,897.92
W.F. Poe Foundation 2004 $ 428,000.00
W.F. Poe Foundation 2005 $ 500,000.00
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WHEREFORE, the Receiver demands judgment against Defendants, Poe Senior,
individually and as trustee of the Charles E. Poe Trust and the W.F. Poe Foundation, Poe Junior,
Charles E., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder,
Krzesinski, Dollar, Romerill, Abreu, the Poe Investment Entities and the Limited Partners as
follows: (i) determining that the premium transfers were fraudulent and avoiding the premium
transfers for the benefit of the Insurance Companies’ estate under Sections 631.155, 631.261,
631.262, 726.105, and 726.106, Florida Statutes and/or other applicable law; (ii) entering
judgment in favor of the Receiver and against Poe Management, the Poe Investment Entities
and/or the Limited Partners for the amount of the premium transfers, together with prejudgment
and post-judgment interest and costs; and (ii1) for any further relief the Court deems appropriate.

COUNT III - AVOIDANCE OF FRAUDULENT TRANSFERS AND/OR
VOIDABLE TRANSFERS - §726.105, FLORIDA STATUTES
(AS TO POE SENIOR, individually and as trustee of the
CHARLES E. POE TRUST and the WILLIAM F. POE FOUNDATION, POE JUNIOR,
CHARLES E., MICHELLE P., ERIC P., PEGGY P., KEREN P., MARILYN P., JANICE

P., WURDEMAN, MEDER, KRZESINSKI, DOLLAR, ROMERILL, ABREU, the POE
INVESTMENT ENTITIES and the LIMITED PARTNERS)

504. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
and 494 through 503 above as if fully set forth herein.

505. This is an action to avoid and recover the fraudulent transfers of premium funds
and/or monies in accordance with Section 726.105, Florida Statutes.

506. Pursuant to Sections 631.155, 631.261, 631.262, the Receiver may avoid any
transfer of premiums and/or interest of the Insurance Companies in property to the above-named
Poe Management, the Poe Investment Entities and the Limited Partners as directors, officers,

employees, stockholders, members, subscribers, affiliates, managing general agents, or insider or
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any relative, or any obligation incurred by the Insurance Companies that is voidable under
applicable law by any present or future creditor.

507. To the extent any transfer is avoided under these sections, the Receiver may
recover the property transferred or the value of the property from the initial transferee or any
immediate or mediate transferee.

508. The premium funds that are the subject of this action constituted transfers of an
interest in property of the Insurance Companies within either four (4) months, one (1) year, or
four (4) years prior to the date of liquidation.

509. Poe Management, the Poe Investment Entities and the Limited Partners made the
premium and/or interest transfers with the actual intent to hinder, delay or defraud a creditor of
the Insurance Companies, including, without limitation, its policyholders, and/or its creditors
and/or members of the public who are assessed by FIGA for the unpaid debts of the Insurance
Companies.

510. One or more of Poe Management, the Poe Investment Entities and/or the Limited
Partners is either the transferee or a subsequent transferee of the premium and/or interest
transfers and/or was merely a conduit for the premium and/or interest transfers, thereby resulting
in one or more of Poe Management, the Poe Investment Entities and/or the Limited Partners
being liable to disgorge the premium and/or interest transfers as an initial transferee.

511. Among other factors present in connection with the premium and/or interest
transfers, (i) the transfers were to individuals and/or entities the Insurance Companies considered
as insiders or that otherwise was an insider of the Insurance Companies under applicable law; (ii)
at some point during the time of the premium and/or interest transfers, Poe Management, the Poe

Investment Entities and/or the Limited Partners knew or had reason to know they were going to
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be sued by the Insurance Companies on behalf of its policyholders; (iii) pursuant to the premium
and/or interest transfers by Poe Management, the Poe Investment Entities and/or the Limited
Partners, the Insurance Companies removed property from the reach: of their non-insider
creditors; (1v) the Insurance Companies did not receive reasonably equivalent value and/or fair
consideration from certain Poe Management, the Poe Investment Entities and/or the Limited
Partners in exchange for the premium and/or interest transfers as a result thereof; (v) the
Insurance Companies knew or should have known that they were going to incur debts beyond
their ability to pay at the time of the premium and/or interest transfers; (vi) the premium and/or
interest transfers were against Florida law and Poe Management’s, the Poe Investment Entities’
and/or the Limited Partners’ duties and obligations to the Insurance Companies; (vii) Poe
Management, the Poe Investment Entities and/or the Limited Partners were engaged in various
fraudulent schemes at the time of the premium and/or interest transfers, including the depletion
of assets of the Insurance Companies through improper distributions; (viii) Poe Management’s,
the Poe Investment Entities” and/or the Limited Partners’ repeated attempts to conceal from OIR,
policyholders and others the details regarding the premium and/or interest transfers by disguising
the distributions, for example, despite Florida law and insurance standards providing otherwise.

512. The transfers consisted of the tax refund and tax assets described in paragraphs
368 through 376 above, and the dividends and distributions made to the individual defendants as
described in paragraph 503 above.

513. The transfers were made with actual intent to hinder, delay or defraud present or
future creditors of the Insurance Companies, including, without limitation, their policyholders

and members of the public who are assessed by FIGA for the unpaid debts of the Insurance

Companies.
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514. In the alternative, the transfers were made without the Insurance Companies’
receiving a reasonably equivalent value in exchange for the transfers, and the Insurance
Companies:

a) Were engaged or were about to engage in a business or one or more transactions
for which the remaining assets of the Insurance Companies were unreasonably small in relation
to the business or transaction(s); or, in the alternative,

b) The defendants intended to incur, or believed or reasonably should have
believed the Insurance Companies would incur, debts beyond their abilities to pay as they
became due.

515. The transfers were to insiders of the Insurance Companies.

516. The Insurance Companies were insolvent or became insolvent shortly after the
transfers were made.

517. The transfers occurred shortly before or shortly after substantial debt was
incurred.

518. More specifically, the foregoing factors as enumerated in Section 726.105
manifested themselves in the conduct of the transferees as follows: one or more of Poe
Management, the Poe Investment Entities and/or the Limited Partners is either the transferee or a
subsequent transferee of the premium and/or interest transfers and/or was merely a conduit for
the premium and/or interest transfers, thereby resulting in one or more of Poe Management, the
Poe Investment Entities and/or the Limited Partners being liable to disgorge the premium and/or

interest transfers as an initial transferee.
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519. The transfers were to individuals and/or entities the Insurance Companies
considered as insiders or that otherwise was an insider of the Insurance Companies under
applicable law.

520. At some point during the time of the premium transfers, Poe Management, the
Poe Investment Entities and/or the Limited Partners knew or had reason to know they were going
to be sued by the Insurance Companies on behalf of its policyholders.

521. Pursuant to the premium transfers by Poe Management, the Poe Investment
Entities and/or the Limited Partners, the Insurance Companies removed property from the reach
of its non-insider creditors.

522. The Insurance Companies did not receive reasonably equivalent value and/or fair
consideration from Poe Management, the Poe Investment Entities and/or the Limited Partners in
exchange for the premium transfers as a result thereof.

523. The Insurance Companieé and Poe Management, the Poe Investment Entities
and/or the Limited Partners knew or should have known that it was going to incur debts beyond
their ability to pay at the time of the premium transfers.

524. The premium transfers were against Florida law and Poe Management’s, the Poe
Investment Entities” and/or the Limited Partners’ duties and obligations to the Insurance
Companies.

525. Poe Management, the Poe Investment Entities and/or the Limited Partners were
engaged in various fraudulent schemes at the time of the premium transfers, including the
draining of the Insurance Companies through improper distributions.

526. Poe Management, the Poe Investment Entities and/or the Limited Partners

repeated attempts to conceal from OIR, policyholders and others the details regarding the
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premium trarsfers by disguising the distributions, for example, despite Florida law and insurance
standards providing otherwise

527. As aresult of the above, the Receiver can avoid the premium transfers pursuant to
the Act and Section 726.105, and recover the funds that are the subject of the premium transfers
for the benefit of the estate of the Insurance Companies.

528. The Receiver seeks avoidance of the following fraudulent and/or voidable
transfers from Poe Management, the Poe Investment Entities and/or the Limited Partners that
were made in the form of shareholder distributions during the relevant times in 2004 and 2005
including, but not limited to the distributions referenced in paragraph 483 above.

529. The premium funds that are the subject of this action constituted transfers of an
interest in property of the Insurance Companies within four (4) years prior to the date of
liquidation.

WHEREFORE, the Receiver demands judgment against Defendants, Poe Senior,
individually and as trustee of the Charles E. Poe Trust and the William F. Poe Foundation, Poe
Junior, Charles E., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman,
Meder, Krzesinski, Dollar, Romerill, Abreu, the Poe Investment Entities and the Limited
Partners as follows: (i) determining that the premium transfers were fraudulent and avoiding the
premium transfers for the benefit of the Insurance Companies’ estate under Section 726.105,
Florida Statutes and/or other applicable law; (ii) entering judgment in favor of the Receiver and
against Poe Management, the Poe Investment Entities and/or the Limited Partners for the amount
of the premium transfers, together with prejudgment and post-judgment interest and costs; and

(iii) for any further relief the Court deems appropriate.



COUNT _1V — AVOIDANCE OF FRAUDULENT TRANSFERS AND/OR
VOIDABLE TRANSFERS - §726.106, FLORIDA STATUTES
(AS TO POE SENIOR, individually and as trustee of the
CHARLES E. POE TRUST and the WILLIAM F. POE FOUNDATION, POE JUNIOR,
CHARLES E., MICHELLE P., ERIC P., PEGGY P., KEREN P., MARILYN P., JANICE
P., WURDEMAN, MEDER, KRZESINSKI, DOLLAR, ROMERILL, ABREU, the POE
INVESTMENT ENTITIES and the LIMITED PARTNERS)

530. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
and 494 through 503 above as if fully set forth herein.

531. This is an action to avoid and recover the fraudulent transfers of premium funds in
accordance with Section 726.106, Florida Statutes and/or other applicable law.

532. Pursuant to this Section and Sections 631.155, 631.261, 631.262, the Receiver
may avoid any transfer of premium and interest of the Insurance Companies in property to Poe
Management, the Poe Investment Entities and the Limited Partners as directors, officers,
employees, stockholders, members, subscribers, affiliates, managing general agents, or insider or
any relative, or any obligation incurred by the Insurance Companies that is voidable under
applicable law by any present creditor.

533. The transfers herein complained of were made without the Insurance Companies
receiving a reasonably equivalent value in exchange for the transfers, and each of them.

534. The Insurance Companies were insolvent at the time of the transfers, and each of
them.

535. In the alternative, the Insurance Companies became insolvent as a result of the
transfers, or each of them.

536. As to transfers made to insiders for antecedent debts, the Insurance Companies

were insolvent at the time of the transfer(s).
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537. As to transfers made to insiders for antecedent debts, the insiders had reasonable
cause to believe that the Insurance Companies were insolvent.

538. To the extent any transfer is avoided under these sections, then the Receiver may
recover the property transferred or the value of the property from the initial transferee or any
immediate or mediate transferee.

539. The premium funds that are the subject of this action constituted transfers of an
interest in property of the Insurance Companies within four (4) years prior to the date of
liquidation.

540. As aresult of the above, the Receiver can avoid the premium transfers pursuant to
the Act and Section 726.106 and/or other applicable state law, and recover the funds that are the
subject of the premium transfers for the benefit of the estate of the Insurance Companies.

541. The Receiver seeks avoidance of the following fraudulent and/or voidable
transfers from Poe Management, the Poe Investment Entities and the Limited Partners that were
made in the form of shareholder distributions during the relevant times in 2004 and 2005
including, but not limited to the distributions referenced in paragraph 503 above.

542. In addition, the Receiver seeks avoidance of the following fraudulent and/or
voidable transfers from PFIC that were made in the form of capital contributions to PFIC by the

Limited Partners during the relevant times in 2004 and 2005 including, but not limited to:

Defendant Date of Transfer Amount of Transfer
Poe Senior 2004 $3,093,426.68
Poe Senior 2005 $2,063,217.92
Charles E. Poe Trust 2004 $971,000.00
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Charles E. Poe Trust 2005 $729,480.00
Marilyn P. 2004 $850,000.00
Marilyn P. 2005 $681,200.00
Keren P. 2004 $1,186,000.00
Keren P. 2005 $604,400.00
Janice P. 2004 $1,126,000.00

WHEREFORE, the Receiver demands judgment against Defendants, Poe Senior,
individually and as trustee of the Charles E. Poe Trust and the William F. Poe Foundation, Poe
Junior, Charles E., Michelle P., Eric P., Peggy P., Keren P., Marilyn IP., Janice P., Wurdeman,
Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, the Poe Investment Entities and the Limited
Partners as follows: (i) determining that the premium transfers were fraudulent and avoiding the
premium transfers for the benefit of the Insurance Companies’ estate under Section 726.106,
Florida Statutes and/or other applicable law; (i1) entering judgment in favor of the Receiver and
against Poe Management, the Poe Investment Entities and the Limited Partners for the amount of
the premium transfers, together with prejudgment and post-judgment interest and costs; and (iii)
for any further relief the Court deems appropriate.

COUNT V - §631.157(1)(b) ACTION

(AS TO POE MANAGEMENT, the POE INVESTMENT ENTITIES
and the LIMITED PARTNERS)

543. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

544. This is an action by the Receiver for triple damages against Poe Management

pursuant to Section 631.157(1)(b), Florida Statutes.
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545. At all relevant times, Poe Management, the Poe Investment Entities and the
Limited Partners was engaged in the business of insurance, was or acted as an officer, director,
agent or employee of any person engaged in the business of insurance and/or was involved in a
transaction relating to the conduct of affairs of such a business, other than as an insured or
beneficiary under an insurance policy.

546. At all relevant times, Poe Management, the Poe Investment Entities and the
Limited Partners willfully obtained or used funds, assets or property, including premium funds,
of the. Insurance Companies in a manner wherein the funds, assets or property, including
premium funds, obtained or used jeopardized the safety and soundness of the Insurance
Companies and/or was the significant cause of the Insurance Companies being placed in
receivership.

WHEREFORE, the Receiver demands judgment against Defendants, Poe Senior, Poe
Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P.,
Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice, Kacprowski, the Poe
Investment Entities and the Limited Partners, for triple the full amount of any funds, assets, or
property obtained or used, including the premium funds, plus prejudgment interest on the
original amount, attorneys’ fees and costs, and such further relief this Court deems appropriate.

COUNT VI - §631.157(2)(a) ACTION
(AS TO DEFENDANTS POE SENIOR, POE JUNIOR, MEDER, WURDEMAN,
CHARLES E., GOUGH, AND KRZESINSKI FOR MISREPORTING)

547. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.
548. This is an action by the Receiver for triple damages against Poe Management

pursuant to Section 631.157(2)(a), Florida Statutes.
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549. At all relevant times, Defendants, Poe Senior, Poe Junior, Meder, Wurdeman,
Charles E., Gough and Krzesinski, engaged in the business of insurance, were or acted as an
officer, director, agent or employee of any person engaged in the business of insurance and/or
was involved in a transaction relating to the conduct of affairs of such a business, other than as
an insured or beneficiary under an insurance policy.

550. At all relevant times, Defendants, Poe Senior, Poe Junior, Meder, Wurdeman,
Charles E., Gough and Krezensinski, had actual knowledge or such constructive knowledge as
should have been obtained through reasonable inquiry by a person in that position, and
misreported a material fact in any book, report, or statement of the Insurance Companies,
including, but not limited to, the 2004 and 2005 Annual Statements and the Quarterly Financial
Statements for 2005 and 2006 submitted to the OIR as follows:

a. the agents balance receivable in the December 31, 2004 annual statement for
SFIC was overstated;

b. the loss and LAE reserves in the December 31, 2004 annual statement for
SFIC were understated;

c. the deferred tax asset in the December 31, 2004 annual statement for SFIC
was overstated;

d. the surplus in the December 31, 2004 annual statement for SFIC was
overstated;

e. the reported incurred losses for the 2004 accident year were understated in the
December 31, 2004 annual statement;

f. the agents balance receivable in the March 31, 2005 quarterly statement for

SFIC was overstated;
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. the loss and LAE reserves in the March 31, 2005 quarterly statement for SFIC
were understated;

the deferred tax asset in the March 31, 2005 quarterly statement for SFIC was
overstated;

the surplus in the March 31, 2005 quarterly statement for SFIC was
overstated,

the agents balance receivable in the June 30, 2005 quarterly statement for
SFIC was overstated;

. the loss and LAE reserves in the June 30, 2005 quarterly statement for SFIC
were understated;

the deferred tax asset in the June 30, 2005 quarterly statement for SFIC was
overstated;

. the surplus in the June 30, 2005 quarterly statement for SFIC was overstated;

. the agents balance receivable in the September 30, 2005 quarterly statement
for SFIC was overstated;

the loss and LAE reserves in the September 30, 2005 quarterly statement for
SFIC were understated;

. the deferred tax asset in the September 30, 2005 quarterly statement for SFIC
was overstated;

. the Citizens assessment receivable in the September 30, 2005 quarterly
statement for SFIC was overstated;

the surplus in the September 30, 2005 quarterly statement for SFIC was

overstated;
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aa.

bb.

ccC.

dd.

the agents balance receivable in the December 31, 2005 annual statement for
SFIC was overstated;

the loss and LAE reserves in the December 31, 2005 annual statement for
SFIC were understated;

the deferred tax asset in the December 31, 2005 annual statement for SFIC
was overstated;

the Citizens assessment receivable in the December 31, 2005 annual statement
for SFIC was overstated,

the surplus in the December 31, 2005 annual statement for SFIC was
overstated;

overstatement of expected reinsurance recoveries in the December 31, 2005
annual statement;

the deferred tax asset in the March 31, 2006 quarterly statement for SFIC is
overstated;

the Citizens assessment receivable in the March 31, 2006 quarterly statement
for SFIC is overstated;

the surplus in the March 31, 2006 quarterly statement for SFIC is overstated;
the agents balance receivable in the December 31, 2004 annual statement for
APIC was overstated,

the loss and LAE reserves in the December 31, 2004 annual statement for
APIC were understated;

the deferred tax asset in the December 31, 2004 annual statement for APIC

was overstated;
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€c.

ff.

g8

1.

3

11.

the agents balance receivable in the March 31, 2005 quarterly statement for
APIC was overstated;

the loss and LAE reserves in the March 31, 2005 quarterly statement for APIC
were understated;

the deferred tax asset in the March 31, 2005 quarterly statement for APIC was

overstated;

. the agents balance receivable in the June 30, 2005 quarterly statement for

APIC was overstated;

the loss and LAE reserves in the June 30, 2005 quarterly statement for APIC
were understated;

the deferred tax asset in the June 30, 2005 quarterly statement for APIC was

overstated;

. the agents balance receivable in the September 30, 2005 quarterly statement

for APIC was overstated;
the loss and LAE reserves in the September 30, 2005 quarterly statement for

APIC were understated;

mm. the deferred tax asset in the September 30, 2005 quarterly statement for

nn.

00.

APIC was overstated;

the Citizens assessment receivable in the September 30, 2005 quarterly
statement for APIC was overstated;

the agents balance receivable in the December 31, 2005 annual statement for

APIC was overstated;
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pp-

qq.

SS.

tt.

uu.

VV.

WW.

XX.

Yy.

ZZ.

the loss and LAE reserves in the December 31, 2005 annual statement for
APIC were understated;

the deferred tax asset in the December 31, 2005 annual statement for APIC
was overstated;

the Citizens assessment receivable in the December 31, 2005 annual statement
for APIC was overstated;

the Citizens takeout bonus receivable in the December 31, 2005 annual
statement for APIC was overstated;

the agents balance receivable in the March 31, 2006 quarterly statement for
APIC was overstated;

the deferred tax asset in the March 31, 2006 quarterly statement for APIC was
overstated;

the Citizens assessment receivable in the March 31, 2006 quarterly statement
for APIC was overstated;

the Citizens takeout bonus receivable in the March 31, 2006 quarterly
statement for APIC was overstated;

the agents balance receivable in the December 31, 2004 annual statement for
FPPIC was overstated;

the loss and LAE reserves in the December 31, 2004 annual statement for
FPPIC were understated;

the deferred tax asset in the December 31, 2004 annual statement for FPPIC

was overstated;
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aaa. the surplus in the December 31, 2004 annual statement for FPPIC was
overstated;

bbb. the agents balance receivable in the March 31, 2005 quarterly statement
for FPPIC was overstated;

ccc.  the loss and LAE reserves in the March 31, 2005 quarterly statement for
FPPIC were understated;

ddd. the deferred tax asset in the March 31, 2005 quarterly statement for FPPIC
was overstated;

eee. the agents balance receivable in the June 30, 2005 quarterly statement for
FPPIC was overstated;

fff. the loss and LAE reserves in the June 30, 2005 quarterly statement for FPPIC
were understated;

ggg. the deferred tax asset in the June 30, 2005 quarterly statement for FPPIC
was overstated;

hhh. the agents balance receivable in the September 30, 2005 quarterly
statement for FPPIC was overstated;

iii. the loss and LAE reserves in the September 30, 2005 quarterly statement for
FPPIC were understated;

jjj. the deferred tax asset in the September 30, 2005 quarterly statement for
FPPIC was overstated;

kkk. the agents balance receivable in the December 31, 2005 annual statement

for FPPIC was overstated;
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111. the loss and LAE reserves in the December 31, 2005 annual statement for
FPPIC were understated;

mmm. the deferred tax asset in the December 31, 2005-annual statement for
FPPIC was overstated;

nnn. the Citizens assessment receivable in the December 31, 2005 annual
statement for FPPIC was overstated;

0oo. the surplus in the December 31, 2005 annual statement for FPPIC was
overstated;

ppp. the agents balance receivable in the March 31, 2006 quarterly statement
for FPPIC was overstated,;

qqq. the deferred tax asset in the March 31, 2006 quarterly statement for FPPIC
was overstated;

rit. the Citizens assessment receivable in the March 31, 2006 quarterly statement
for FPPIC was overstated; and

sss.the surplus in the March 31, 2006 quarterly statement for FPPIC was
overstated.

551. The misreporting by the Defendants, Poe Senior, Poe Junior, Meder, Wurdeman,
Charles E., Gough and Krezensinski, was with the intent to deceive the Insurance Companies’
creditors, policyholders and/or members of the public, the OIR and/or any agent or examiner
appointed by the DFS and the OIR to examine the affairs of the person or the Insurance
Companies, concerning the financial condition or solvency of such business.

552. The misreporting by the Defendants, Poe Senior, Poe Junior, Meder, Wurdeman,

Charles E., Gough and Krezensinski, jeopardized the safety and soundness of the Insurance
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Companies and/or was a significant cause of the Insurance Companies being placed in
receivership and/or incurring additional losses it would otherwise not have.

553. Assets or property were reported to the OIR as being available to the Insurance
Companies as admitted assets when in fact such assets were unavailable to the Receiver for
payment of the obligations of the Insurance Companies at the time of the receivership proceeding
and entry of the Receivership Orders.

WHEREFORE, the Receiver demands judgment against Defendants, Poe Senior, Poe
Junior, Meder, Wurdeman, Charles E., Gough and Krezensinski, for triple the full amount of any
asset misreported, plus prejudgment interest on the original amount, attorneys’ fees and costs,
and such further relief this Court deems appropriate.

COUNT VII - ALTER EGO LIABILITY FOR AGGRAVATION OF INSOLVENCY
(AS TO POE MANAGEMENT, PIH AND POE INVESTMENT ENTITIES)

554. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

555. At all times material to this action, PIH, the Poe Investment Entities and Poe
Management were the alter egos of PFG, PIM, P&A, and MCS, all legal entities that managed
the Insurance Companies.

556. PIH, the Poe Investment Entities and Poe Management had the same duties and
obligations as PFG, PIM, P&A, and MCS (hereafter, the “Managing Entities”) had to the
Insurance Companies, to their policyholders, and to the creditors of the Insurance Companies
and state regulators.

557. At all times material, the Managing Entities were mere instrumentalities used by

PIH, the Poe Investment Entities and Poe Management to engage in improper conduct and/or
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unlawful conduct, including fraud and the knowing and wrongful artificial prolonging of the life
of the Insurance Companies after they were impaired or insolvent.

558. PIH, the Poe Investment Entities and Poe Management, through their alter egos,
the Managing Entities, engaged in the aforesaid improper conduct to, inter alia, hinder, delay or
defraud the policyholders and/or creditors of the Insurance Companies, and/or OIR and/or other
state regulators, and/or members of the public who are assessed by FIGA for the unpaid debts of
the Insurance Companies.

559. By means of the improper conduct, PIH, the Poe Investment Entities and Poe
Management, through their alter egos, the Managing Entities, so managed the Insurance
Companies as to conceal and deepen the insolvency and the amount of liabilities of the Insurance
Companies worsened, thus allowing them to operate past the point where insurance regulators
would have permitted them to operate as insurance companies had the true state of affairs been
known.

560. Millions of dollars of unfunded liabilities for claims insured by the Insurance
Companies would have been avoided and/or mitigated had PIH, the Poe Investment Entities and
Poe Management acted in accordance with the obligations and duties of the Insurance
Companies and the Managing Entities and its own fiduciary duties to the policyholders, the
creditors and the Insurance Companies.

WHEREFORE, the Receiver demands the entry of an order and/or judgment against
Defendants, PIH, Poe Senior, Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P.,
Keren P., Marilyn P., Janice P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu,
Guice, Kacprowski and the Poe Investment Entities as alter egos of the PFG, PIM, P&A, and

MCS and the Insurance Companies at all times material to this action, piercing the corporate veil
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and disregarding the separate existence between the Managing Entities and the individual
defendants, holding the individual defendants liable with the Managing Entities for the
deepening of the insolvencies of the Insurance Companies, and for such further relief that this
Court deems appropriate.

COUNT VIII - TURNOVER OF PROPERTY OF

THE INSURANCE COMPANIES AND DEMAND FOR AN ACCOUNTING
(AS TO POE INVESTMENT ENTITIES AND LIMITED PARTNERS)

561. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

562. This is an action for turnover of property of the estate of the Insurance Companies
pursuant to the Receivership Orders and Section 631.154, Florida Statutes, and a demand for an
accounting of all transactions and business dealings between the Poe Investment Entities and the
Limited Partners relating to the subject of this action that is set forth below.

563. The funds that are the subject of this action are the approximately $26 million that
PII held in trust on behalf of the Insurance Companies for purposes of investments as authorized
by the OIR as of December 2003.

564. The Receiver demands an accounting from PII of these funds as of December
2003 to the date of the liquidation proceedings for the Insurance Companies.

565. Furthermore, the Receiver demands an accounting from PFIC and the Limited
Partners relating to the approximately $23 million that PFIC paid to Wachovia Bank in 2005.

566. Upon information and belief, a portion of the $23 million that PII invested for the
benefit of the Insurance Companies was used to pay down the Wachovia loans by PFIC that

PFIC and the Limited Partners guaranteed, for the benefit of the guarantors and not to pay claims

against the Insurance Companies.
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567. Upon information and belief, portions of the distributions made to Poe
Management, PFIC and/or the Limited Partners referenced in paragraph 503 above were used to
pay down the Wachovia loans by PFIC that PFIC and the Limited Partners guaranteed, for the
benefit of the guarantors and not to pay claims against the Insurance Companies.

568. Upon information and belief, these funds that are the subject of the paydown of
the Wachovia loan by PFIC and the Limited Partners are property of the Insurance Companies’
estate and the Receiver is entitled to immediate turnover of such property and/or an accounting
in regard to such property.

569. Given the nature of these transfers and funds at issue and the facts and
circumstances surrounding such transfers as alleged above, it is necessary and appropriate for the
Poe Investment Entities and the Limited Partners to provide a complete and full accounting of all
transactions between them in relation to this action, including but not limited to, the nature of the
transfers, the transfer of all funds between them relating to same, the transfer or disposition of all
funds out of the Poe Investment Entities and the Limited Partners relating to the subject of this
action, and the current location of all property that relates to the transfers and/or funds.

WHEREFORE, the Receiver demands entry of an order and/or judgment against the Poe
Investment Entities and the Limited Partners: (i) ordering the Poe Investment Entities and the
Limited Partners to give a full and complete account to the Receiver regarding the status, use and
current location of such funds and assets as requested above; (i1) ordering the Poe Investment
Entities and the Limited Partners to turnover to the Receiver all funds and other things of value
that are the subject of the paydown of the Wachovia loan that were used from assets of the
Insurance Companies; (iii) entering a judgment for the value of the assets that comprise such

funds and other things of value; and (iv) for any other relief the Court deems appropriate.
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COUNT IX — NEGLIGENT MISREPRESENTATION CLAIMS
(AS TO POE MANAGEMENT AND PIH)

570. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein. “

571. Poe Management and/or PIH each had an affirmative duty to exercise reasonable
care to disclose material, accurate and complete information to the policyholders and creditors of
the Insurance Companies and OIR, based upon the special relationship of trust and confidence
and/or their fiduciary relationship to the Insurance Companies.

572. The conduct, acts or omissions of Poe Management and/or PIH, include, but are
not limited to, negligent misrepresentation(s) as to: (a) the financial condition of the Insurance
Companies, (b) the status of the loss and LAE reserves for the Insurance Companies, and (c) the
use of the NOL of the Insurance Companies; and (d) the status, relationship and pecuniary
interests of the various corporations, persons and entities involved as provided for in paragraphs
368 through 376 and 547 through 553 above.

573. As a result of such negligent misrepresentation(s) and/or omissions by Poe
Management and/or PTH, the Insurance Companies have been harmed in an amount to be proven
at trial.

574. Poe Management and/or PIH knew or should have known that the statements
were false given the totality of Defendants’ illegal and fraudulent scheme designed to make false
representations with knowledge of the truth and/or reckless and/or negligent disregard and intent
that the policyholders, the creditors and/or the OIR would rely upon the statements thereof.

575. The policyholders, the creditors and/or OIR reasonably and justifiably relied upon

one or more of such representations to their detriment as evidenced by the fact that the Insurance
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Companies continued to write insurance policies and/or conduct insurance business in the state
and/or continued conducting business in this state in the manner that occurred.

576. As a result of such negligent misrepresentation(s) and/or omissions and/or
concealments by Poe Management and/or PIH, the Insurance Companies, the policyholders, and
the creditors have incurred monetary damages, plus accrued interest, attorney’s fees, and costs.

WHEREFORE, the Receiver demands judgment against Defendants, PTH, Poe Senior,
Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice
P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and Kacprowski,
jointly and severally, for treble damages, consequeniial, incidental and special damages, interest,
attorney’s fees and costs, and for such further relief as this Court deems just and proper.

COUNT X - FRAUD BY MISREPRESENTATION
(AS TO PIH AND POE MANAGEMENT)

577. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

578. Poe Management and/or PIH made false and/or misleading statements to the
policyholders, the creditors of the Insurance Companies and OIR, including, but not limited to
(a) the financial condition of the Insurance Companies; (b) the status of the loss and LAE
reserves for the Insurance Companies; (c) the use of the NOL of the Insurance Companies; and
(d) the status, relationship and pecuniary interests of the various corporations, persons and
entities involved as provided for in paragraphs 368 through 376 and 547 through 553 above.

579. Poe Management and/or PIH made these statements with the knowledge that they
were false and/or with reckless disregard for the truth.

580. Poe Management and/or PIH made these statements with the intent to hinder,

delay or defraud a creditor of the Insurance Companies, including its policyholders, and with
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intent that the policyholders and/or creditors of the Insurance Companies and/or OIR would rely
upon the statements in order to prolong the life of the Insurance Companies and drain it of
premiums, thereby deepening the insolvency and the amount of liabilities of the Insurance
Companies.

581. The policyholders and creditors of the Insurance Companies and OIR reasonably
and justifiably relied upon one or more of such representations to their detriment as represented
by the fact that the Insurance Companies continued to write insurance policies and/or provide
insurance coverage in the state without additional state supervision and/or in the manner which
occurred.

582. Asaresult of such false and/or misleading statements by Poe Management and/or
PIH, the policyholders and creditors of the Insurance Companies and the Insurance Companies
have incurred monetary damages, plus accrued interest, attorney’s fees, and costs.

WHEREFORE, the Receiver demands judgment against Defendants, PIH, Poe Senior,
Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice
P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and Kacprowski,
jointly and severally, for treble damages, consequential, incidental and special damages, interest,

attorney’s fees and costs, and for such further relief as this Court deems just and proper.

COUNT XI - FRAUD BY CONCEALMENT
(AS TO PIH AND POE MANAGEMENT)

583. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

584. Poe Management and/or PIH had a duty to the policyholders, and/or the creditors
of the Insurance Companies and/or OIR, to speak and disclose regarding the impaired and/or

insolvent condition of the Insurance Companies. Such required disclosures included, but were
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not limited to, (a) making accurate representations of the financial condition of the Insurance
Companies to State regulators, (b) making accurate representations regarding the status of the
loss and LAE reserves for the Insurance Companies, (c¢) making accurate representations of the
use of the NOL of the Insurance Companies, and (d) making accurate representations of the
status, relationship and pecuniary interests of the various corporations, persons and entities
involved.

585. Poe Management and/or PIH concealed and/or had a duty to disclose the true
financial condition, status of the loss portfolios, inadequacy of reserves, and misuse of tax assets
with the knowledge that the Insurance Companies were financially impaired.

586. Poe Management and/or PIH concealed the true financial condition, status of the
loss portfolios, inadequacy of reserves, and misuse of tax assets as provided in paragraphs 368
through 376 and 547 through 553 above with the knowledge that they had a duty to disclose
them.

587. Poe Management and/or PIH concealed the true financial condition, status of the
loss portfolios, inadequacy of reserves, and misuse of tax assets with the knowledge that the
impression as to their soundness conveyed by their silence was false.

588. Poe Management and/or PIH concealed the true financial condition of the
Insurance Companies with the malicious and/or wrongful intent to hinder, delay or defraud a
creditor of the Insurance Companies, including its policyholders, and with intent that the
policyholders and/or creditors of the Insurance Companies and/or OIR would rely upon the
statements in order to prolong the life of the Insurance Companies and drain it of premiums,

thereby deepening the insolvency and the amount of liabilities of the Insurance Companies.
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589. The policyholders and/or creditors of the Insurance Companies and/or OIR
reasonably and justifiably relied upon the false impression of soundness conveyed by Poe
Management and PIH’s silence to their detriment as represented by the fact that the Insurance
Companies continued to write policies and/or provide insurance coverage in the state without
additional state supervision and/or in the manner which occurred.

590. As a result of such concealment by Poe Management and/or PIH, the
policyholders and creditors of the Insurance Companies and the Insurance Companies have
incurred monetary damages, plus accrued interest, attorney’s fees, and costs.

WHEREFORE, the Receiver demands judgment against Defendants, PIH, Poe Senior,
Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice
P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and Kacprowski,
jointly and severally, for treble damages, consequential, incidental and special damages, interest,
attorney’s fees and costs, and for such further relief as this Court deems just and proper.

COUNT XII - CONSTRUCTIVE FRAUD

(AS TO PIH AND POE MANAGEMENT)
591. The Receiver repeats and realleges the allegations in paragraphs 1 through 481 as

if fully set forth herein.

592. Poe Management and/or PIH were in a position to manage, and did manage, the
Insurance Companies at all times material to this action.

593. Poe Management and/or PIH directly and/or through their alter egos, the
Managing Entities, engaged in the aforesaid improper conduct to, inter alia, hinder, delay or
defraud the policyholders and/or creditors of the Insurance Companies, and/or OIR and/or other

state regulators, and/or members of the public who are assessed by FIGA for the unpaid debts of

the Insurance Companies.
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594. By means of the improper conduct, Poe Management and/or PIH directly and/or
through their alter egos, the Managing Entities, so managed the Insurance Companies as to
wrongfully conceal and deepen the insolvency and the amount of liabilities of the Insurance
Companies as provided in paragraphs 547 through 553 above, thus allowing them to operate past
the point where insurance regulators would have permitted them to operate or in that same
manner operate as insurance companies had the true state of affairs been known.

595. Millions of dollars of unfunded liabilities for claims insured by the Insurance
Companies would have been avoided and/or mitigated had Poe Management acted in accordance
with the obligations and duties of the Insurance Companies and/or the Poe Affiliates and/or its
own fiduciary duties to the policyholders, and/or the creditors and/or the Insurance Companies.

596. Poe Management and/or PIH knowingly, intentionally and recklessly artificially
prolonged the life of the Insurance Companies after they were impaired or insolvent as they had
a vested interest to continue the premium flow.

597. By reason of the control positions Poe Management and/or PIH occupied vis-a-vis
the Insurance Companies, they were not left to act of their free will in the manner that insurance
companies normally operate. Instead, they were operated for the benefit of Poe Management
and/or PIH, as a depository of premium dollars that they could drain at will.

598. PIH and Poe Management directly and/or through their alter egos, the Managing
Entities, engaged in the aforesaid improper conduct to, inter alia, hinder, delay or defraud the
policyholders and creditors of the Insurance Companies, the OIR and other state regulators, and

members of the public who are assessed by FIGA for the unpaid debts of the Insurance

Companies.
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599. By means of the improper conduct, Poe Management and/or PIH directly and/or
through their alter egos, the Managing Entities, so managed the Insurance Companies as to
conceal and deepen the insolvency and the amount of liabilities of the Insurance Companies, thus
allowing them to operate past the point where insurance regulators would have permitted them to
operate as insurance companies had the true state of affairs been known.

600. Millions of dollars of unfunded liabilities for claims insured by the Insurance
Companies would have been avoided and/or mitigated had PIH and Poe Management acted in
accordance with the obligations and duties of the Insurance Companies and/or the Poe Affiliates
and/or its own fiduciary duties to the policyholders, and/or the creditors and/or the Insurance
Companies.

601. The foregoing constitutes constructive fraud under Florida law.

WHEREFORE, the Receiver demands judgment against Defendants, Poe Senior, Poe
Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P.,
Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice, Kacprowski, Poe
Insurance Holdings, jointly and severally, for damages, consequential, incidental and special
damages, interest, attorney’s fees and costs, and for such further relief as this Court deems just

and proper.

COUNT XIII - CONSTRUCTIVE TRUST
(AS TO ALL DEFENDANTS)
602. The Receiver repeats and realleges the allegations in paragraphs 1 through 481 as

if fully set forth herein.
603. Poe Management, PIH, the Poe Investment Entities and the Limited Partners,

individually, in concert and/or as agents of one another, took possession of monies which had
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been paid by policyholders of the Insurance Companies, as and for premiums for insurance
coverage provided by the Insurance Companies.

604. The monies were paid with the express intent that they be used to purchase
insurance and maintain it in force, not for the purpose of providing an improper fund for private
distribution to Poe Management and/or affiliates.

605. Defendants instead caused the Insurance Companies’ funds to be transferred to
accounts within their dominion and control.

606. Defendants received, and have held and hold such monies impressed with a trust
for and on behalf of the Insurance Companies as monies representing premiums collected from
the insureds.

607. Furthermore, because Defendants were officers, directors, owners and/or parent
companies and/or affiliates and/or investment managers of the Insurance Companies, the parties
had a confidential relationship of trust resulting in fiduciary duties owed by Defendants to the
Insurance Companies.

608. The Insurance Companies are entitled to recovery of all such premium funds held
by any of the Defendants, because of their fraudulent and willful actions, plus damages, accrued
interest, and costs.

609. As a result of Defendants’ fraudulent scheme, the Insurance Companies are
entitled to a constructive trust over all Defendants’ assets to the extent of the damages it suffered
due to Defendants’ fraudulent conduct.

WHEREFORE, the Receiver requests the imposition of a constructive trust upon all
funds received by Defendants, PIH, the Poe Investment Entities and the Limited Partners, Poe

Senior, Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P,
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Janice P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and
Kacprowski, jointly and severally, as a result of their fraud and conversion and/or substitute
assets owned by Defendants, and for such further relief as this Court deems just and proper.

COUNT XIV ~ UNJUST ENRICHMENT CLAIM
(AS TO ALL DEFENDANTS)

610. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

611. Defendants knowingly and for their benefit have retained premiums and/or
monies from the Insurance Companies and prolonged the life of the Insurance Companies to
extract improper fees, which allowed Defendants to retain millions of dollars of premium monies
and/or monies on the policies issued by the Insurance Companies.

612. Defendants voluntarily accepted and retained the benefits of the continued
insurance business of the Insurance Companies, the policies issued by the Insurance Companies
and premiums collected thereunder.

613. Defendants have been unjustly enric‘hed by their wrongful conduct,
misrepresentations, acts and omissions at the direct expense, loss and detriment of the Insurance
Companies, and it would be inequitable for Defendants to retain such benefit without paying the
Insurance Companies for the value thereof.

614. The Insurance Companies are entitled to recovery of all such monies wrongfully
obtained, withheld, or secreted away by one or more of the Defendants, plus accrued interest,
treble damages, attorney’s fees and costs.

WHEREFORE, the Receiver, demands judgment against Defendants, PIH, the Poe
Investment Entities and the Limited Partners, Poe Senior, Poe Junior, Charles E., Charles W.,

Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder, Krzesinski,
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Dollar, Romerill, Gough, Abreu, Guice and Kacprowski, jointly and severally, for consequential,
treble, incidental and special damages, interest, attorney’s fees and costs, and for such further
relief as this Court deems just and proper.

COUNT XV - BREACH OF FIDUCIARY DUTY CLAIMS
(AS TO PIH AND POE MANAGEMENT)

615. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

616. PIH was the parent holding company for the Insurance Companies and Poe
Management were officers, directors and/or owners of the Insurance Companies.

617. Because the Insurance Companies were a subsidiary of PIH and Poe Management
were officers, directors and/or owners of the Insurance Companies in that they controlled its
operations, the parties had a confidential relationship and one of trust.

618. Based on this relationship, Defendants, PIH and Poe Management, each owed a
fiduciary duty to the Insurance Companies, its policyholders and creditors to exercise the utmost
care, and to act in good faith and in the best interests of the Insurance Companies.

619. Defendants, PIH and Poe Management, however, individually, in concert and/or
as agents of one another, inter alia, took possession of monies which had been paid by the
policyholders of the Insurance Companies, as and for premiums for property and casualty
insurance coverage provided by the Insurance Companies, drained the Insurance Companies of
the premium funds, and fraudulently and willfully converted the premium dollars for their
benefit as provided in paragraphs 494 through 503 above and to the detriment of the Insurance
Companies in violation of their fiduciary duties owing to the Insurance Companies.

620. As a result of such breach of fiduciary duty, the Receiver has incurred monetary

damages, plus accrued interest, attorney’s fees, and costs.
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WHEREFORE, the Receiver, demands judgment against Defendants, PIH, Poe Senior,
Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice
P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and Kacprowski,
jointly and severally, for consequential, treble, incidental and special damages, interest,
attorney’s fees and costs, and for such further relief as this Court deems just and proper.
COUNT XVI-BREACH OF FIDUCIARY DUTY

PURSUANT TO §626.561, FLORIDA STATUTES
(AS TO PIH AND POE MANAGEMENT)

621. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
above as if fully set forth herein.

622. PIH was the parent holding company for the Insurance Companies and Poe
Management were officers, directors and/or owners of the Insurance Companies.

623. Because the Insurance Companies were a subsidiary of PIH and Poe Management
were officers, directors and/or owners of the Insurance Companies in that they controlled its
operations, the parties had a confidential relationship and one of trust. Based on this
relationship, Defendants, PIH and Poe Management, each owed a fiduciary duty to the Insurance
Companies, its policyholders and creditors to exercise the utmost care, and to act in good faith
and in the best interests of the Insurance Companies.

624. Defendants, PIH and Poe Management, however, individually, in concert and/or
as agents of one another, inter alia, took possession of monies which had been paid by the
policyholders of the Insurance Companies, as and for premiums for property and casualty
Insurance coverage prbvided by the Insurance Companies, drained the Insurance Companies of
the premium funds and/or monies, and fraudulently and willfully converted the premium dollars

and/or monies for their benefit as provided in paragraphs 494 through 503 above and to the
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detriment of the Insurance Companies in violation of their fiduciary duties owing to the
Insurance Companies.

625. As a result of such breach of fiduciary duty, the Receiver has incurred monetary
damages, plus accrued interest, attorney’s fees, and costs.

WHEREFORE, the Receiver, demands judgment against Defendants, PIH, Poe Senior,
Poe Junior, Charles E., Charles W., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice
P., Wurdeman, Meder, Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and Kacprowski,
jointly and severally, for consequential, treble, incidental and special damages, interest,
attorney’s fees and costs, and for such further relief as this Court deems just and proper.

COUNT XVII -CONVERSION, COMMON LAW

AND PURSUANT TO §626.561, FLORIDA STATUTES
(AS TO ALL DEFENDANTS)

626. The Receiver repeats and realleges the allegations in paragraphs 1 through 481
and 494 through 503 above as if fully set forth herein.

627. Defendants wrongfully exercised dominion and control over monies representing
premium dollars and/or monies that were rightfully to go to the Insurance Companies pursuant to
Florida law.

628. Defendants did not have a legal right or any ownership interest to the monies
representing premium dollars and/or monies belonging to the Insurance Companies.

629. Following the liquidation, the Insurance Companies demanded that the monies be
turned over to the Insurance Companies and Defendants refused.

630. As a result, the Insurance Companies have incurred monetary damages, plus

accrued interest, attorney’s fees and costs, and is entitled to judgment.
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WHEREFORE, Plaintiff, the Receiver, demands judgment against Defendants, PIH, the
Poe Investment Entities, the Limited Partners, Poe Senior, Poe Junior, Charles E., Charles W.,
Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder, Krzesinski,
Dollar, Romerill, Gough, Abreu, Guice and Kacprowski, jointly and severally, for consequential,
incidental and special damages, interest, attorney’s fees and costs, and for such further relief as
this Court deems just and proper.
COUNT XVIII - VIOLATION OF FLORIDA’S DECEPTIVE AND

UNFAIR TRADE PRACTICES ACT, §§501.201-213, FLORIDA STATUTES
(AS TO ALL DEFENDANTS)

631. The Receiver repeats and realleges the allegations in paragraphs 1 through 481,
494 through 503 and 547 through 553 above as if fully set forth herein.

632. The conduct, acts or omissions of Defendants and each of them, constitute unfair
or deceptive acts or practices in the conduct of trade or commerce, which impact the public
interest and which have resulted in injury to the business and/or property of the Insurance
Companies, its policyholders and its creditors and members of the public who are assessed by
FIGA for the unpaid debts of the Insurance Companies in violation of Florida’s Deceptive and
Unfair Trade Practices Act.

633. As a result, the Insurance Companies, its policyholders and its creditors have
incurred monetary damages, plus accrued interest, attorney’s fees and costs, and are entitled to
judgment.

WHEREFORE, the Receiver, demands judgment against Defendants, Defendants, PIH,
the Poe Investment Entities, the Limited Partners, Poe Senior, Poe Junior, Charles E., Charles
W., Michelle P., Eric P., Betty, Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder,

Krzesinski, Dollar, Romerill, Gough, Abreu, Guice and Kacprowski, jointly and severally, for
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consequential, incidental and special damages, interest, attorney’s fees and costs, and for such
further relief as this Court deems just and proper.

COUNT XIX - CIVIL CONSPIRACY
(AS TO ALL DEFENDANTS)

634. The Receiver repeats and realleges the allegations in paragraphs 1 through 481,
494 through 503 and 547 through 553 above as if fully set forth herein.

635. Since 2004, Defendants have continuously through the present, knowingly and
willfully agreed, combined, and conspired to engage in conduct for and/or in furtherance of an
unlawful purpose and/or through and by unlawful means, and have entered into an express or
implied agreement to accomplish the common design or conspiracy, by knowingly and willingly
making false representations to the policyholders and creditors of the Insurance Companies,
and/or OIR and/or other state regulators in furtherance of and as part of a fraudulent scheme to
control, take control of and/or continue to control the Insurance Companies’ premium dollars
and/or monies with the intent to fraudulently convert such monies for their own personal use to
the detriment of the Insurance Companies and with the knowing and willful intent of breaching
its duties to the policyholders, and/or the creditors and/or the Insurance Companies.

636. All actions of Defendants in furtherance of the conspiracy were committed
willfully, intentionally, knowingly, maliciously and with reckless disregard for the rights of the
Insurance Companies, its policyholders or its creditors. Each defendant is liable, jointly and
severally, for all acts committed by any co-conspirator in furtherance of the conspiracy pursuant
to Flonda law.

637. As a direct result of the Defendants’ fraudulent actions, the Insurance Companies,
its policyholders and its creditors have been injured and are entitled to damages, plus accrued

interest, attorney’s fees and costs.



WHEREFORE, the Receiver, demands judgment against Defendants, PIH, the Poe
Investment Entities, the Limited Partners, Poe Senior, Poe Junior, Charles E., Charles W.,
Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder, Krzesinski,
Dollar, Romerill, Gough, Abreu, Guice and Kacprowski, jointly and severally, for consequential,
incidental and special damages, interest, attorney’s fees and costs, and for such further relief as
this Court deems just and proper.

COUNT XX - ILLEGAL DISTRIBUTIONS WHILE INSOLVENT
(AS TO POE SENIOR, individually and as trustee of the
CHARLES E. POE TRUST and the WILLIAM F. POE FOUNDATION, POE JUNIOR,
CHARLES E., MICHELLE P., ERIC P., PEGGY P. KEREN P., MARILYN P., JANICE

P., WURDEMAN, MEDER, KRZESINSKI, DOLLAR, ROMERILL, ABREU, the POE
INVESTMENT ENTITIES, and the LIMITED PARTNERS)

638. The Receiver repeats and realleges the allegations of Paragraphs 1 through 481
and 494 through 503 as though fully set forth herein.

639. The above-mentioned Poe Management, the Poe Investment Entities and the
Limited Partners directly and/or through their alter egos, the Managing Entities, received
distributions from premium funds derived from the Insurance Companies.

640. Poe Management, the Poe Investment Entities and the Limited Partners, through
their alter egos, the Managing Entities, received distributions from premium funds and/or monies
that they were managing for the Insurance Companies as provided in paragraphs 494 through
503.

641. Poe Management, the Poe Investment Entities and the Limited Partners, through
their alter egos, the Managing Entities, received distributions from premium funds and/or monies
that were property of the Insurance Companies.

642. Both the Insurance Companies and the Managing Entities were insolvent at the

time of one or more of the distributions.
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643. Neither the Insurance Companies nor the Managing Entities, after giving one or
more of the distributions effect, were able to pay their debts as they became due in the usual
course of their business.

644. Distributions under such conditions are prohibited by Section 607.06041(3)(a) of
the Florida Corporation Act.

645. The Receiver, on behalf of the Insurance Companies, is entitled to recover the
illegal and prohibited distributions from Poe Management, the Poe Investment Entities, the
Limited Partners and its non-bankrupt affiliates that received such distributions.

WHEREFORE, the receiver demands judgment against Poe Senior, Poe Junior, Charles
E., Michelle P., Eric P., Peggy P., Keren P., Marilyn P., Janice P., Wurdeman, Meder,
Krzesinski, Dollar, Romerill, Abreu, the Poe Investment Entities and the Limited Partners,
jointly and severally, for consequential, incidental and special damages, interest, attorney’s fees
and costs, and for such further relief as this Court deems just and proper.

JURY DEMAND

Plaintiff, the Florida Department of Financial Services, as Receiver in liquidation of
Atlantic Preferred Insurance Company, Florida Preferred Property Insurance Company and
Southern Family Insurance Company, and on behalf of the policyholders, creditors, and other
claimants of the Insurance Companies, demands trial by jury of all the issues raised.

Respectfully submitted,
LYDECKER, LEE, BEHAR,
BERGA & DE ZAYAS, LLC
Attorneys for Receiver

1201 Brickell Avenue, Suite 500
Miami, Florida 33131

Tel: (305) 416-3180
Fax: (306) 416-3190
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By:

CHLLY

RICHARD LYDECKER ¢
Florida Bar No. 490555
email: ri@lydeckerlaw.com
CARLOS L. DE ZAYAS
Florida Bar No. 198617
email: cdz@lydeckeriaw.com
CHRISTOPHER G. BERGA
Florida Bar No. 141445
email: cgb@lydeckeriaw.com
ESPERANZA SEGARRA
Florida Bar No. 527211
Email: es@lydeckerlaw.com

JODY E. COLLINS, ESQ.

Senior Attorney

Florida Bar No. 500445

State of Florida Dept. of Financial Services
Division of Rehabilitation & Liquidation
P.O. Box 0817

Miami, FL 33152-0817

(786) 336-1371 Telephone

(305) 499-2271 Facsimile

email: jody.collins@fldfs.com

STEVEN G. BRANGACCIO, ESQ.
Senior Attorney

Florida Bar No. 71773

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

Tallahassee, Florida 32302-0110

(850) 413-4445 - Telephone

(850) 488-1510 — Facsimile

Email: steven. brangaccio@fldfs.com
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- _GEPY

MANAGING GENERAL AGENCY AGREEMENT
batvreen
POE INSURANCE MANAGERS, INC.
and
SOUTHERN FAMILY INSURANCE COMPANY
and

ATLANTIC PREFERRED INSURANCE COMPANY
andd
FLORIDA PREFERRED PROPERTY INSURANCE COMPANY

Subject to tha terms, condiions and restrictions hereinafter sat forth, FLORIDA
PREFERRED PROPERTY INSURANCE COMPARY (FPPICT), SOUTHERN FAMILY
INSURANCE COMPANY ("SFIC") and ATLANTIC PREFERRED INSURANCE
COMPANY (“APIC") do each hereby appoint POE INSURANCE MANAGERS, INC,
(the *MGA") as its agent and representative for the production, sanvicing and acceptance
of the classes and kinds of lrsurance hereinalter set forth effective January 1, 2004,

ARTICLE I, BUSINESS COVERED BY THIS AGREEMENT

T is understood thet the business cortempisted by this Agresment consists solsly of
Insurance as may from time to time ba refeired to the MGA from the Company, Enlftially,
this business shall consist oF thoss direct lines of insuwrance wiitten In tha State of
Forida, as previcusly authorized fines by the Forida Depariznent of Fnanclal Services,

Office of Insurance Regidation (DFS-OIR) for FPRIC, SFIC and APIC, all as Florida
domiciled PRC caniers.

ARTICLE II. SERVICES AND RESPONSIBILIFIES OF THE MGA

(1) It shall be the responsibliity of the MGA 1o enter into and lssue on behalf of the
Company (Note: Company herein refers to FPPIC, SFIC und APIC; as well ag each
authorized carrier .separately) insurancs polides, bindets, endorsements, and other
forms of insurance contracts and all manner of varations, amendments, terminations

end cancefiations theseof to the sxtent permitted by applicable regulatory authottdes.
The MGA shall be subject to underwriting guidellnes regarding all matters spadified in

(48]
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Section 626.7451(5), Florlde Statutes, In accordance with the Company’s rate filings with
the Dapartment; as well as, where appiicable, the underwitting guidelines and selection
oitera applicable o any assumphon, keep-out or other depopulation of Clttzens
Property Insurance Corporation ("CPIC") policies. The MGA may not issue any policy for
a period In excess of twelve (12) months plus odd tima not exceeding eighteen (18)
months In all. The limits for which the MGA may bind the Company shall be set forth
spedifically for each line of Insurance handied by the MGA herunder and shall
encompaess polices removed from the State of Forda’s CPIC or relabed resldual market.

(2) The MGA shall be responsible for bllling, racelving and réndering recaipts for
premiums due to the Company In accordance with the terms of each insurance or
reinsurance contract. Al premiums collected by the MGA shall be remited to the
Company within sty (60) days efter tha ¢lose of each month (Florida Statutes 626-
7451(2)). Al funds collected for the account of the Company shall be held by the MGA
In 8 fiduciary capacity In a bank, which is @ member of the Fedaral Resetve System,
Thig account shall be used for al payments as directed by the Company. The MGA shall
have full authority to take whatever actioh is necassary, induding legal proceeding and
tha cancellation of pollcies, with ragard to the csliedtion of premiums,

(3) The MGA shall maintain sepatate records of tha Insurance business under its
supesvision, and shafl report ih such form and manner as required by the Company,
from time to time, Including, but not imited o, a monthly bordereau or report which
shall contaln all the information which tha Campany shall require or consider necessary,
Including but not fimited to, premium transactions such as original premiums, additional
premiums, retumn premium and such other fems as may be chergeable by either party
ageinst the other. The Company shall have access and the right to copy all accounts
and records related to Its business In a form usable by the Insurer. Such records must
be reteined t its business in a form usable by the insurer, Such records must be
retained actording to Section 626,561, Farfds Statutes, The DFS-OIR shall heve acoess
to af) books, bank acoounts, and records of MGA In & form usable to the DFS-CIR.

(%) The MGA shall propare and submit rats and form filings to the Company for filing
with the DFS-OIR. Tha MGA shall also fumish all necessacy statistical data for the

Company’s annuzl statement preparation and all necessary statistical 8ata for reposting
the rating bureaus.

(5} Ths MGA may request that the Company appolnt spetified agents or brokers.

The Company has the sole and unqualified right to appoint or raject appointments of
agents or brokers.

(6) Tha MGA may not;
(a) Bind reinsuranca or retrocession’s on behalf of the Company.,
{b) Commit the insurer o partidipata In insurance or reinsurance syndicates.

(¢) Appoint any producer without assuring that, tha producer Is lawfully licensed
1o transact the typa of Insurance for which he is appointed,

(2)
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(d) Permit Its sub-producer to serve on #s board of diractors,
(e) Appolnta sub-managing general agent.
() Assign this Agresment In whole or In part to any other person.

(7)  Ttshall be the duty of the MGA tb maintain sufficient staff of competant trainad
personnel and adequate supplies and eguipment, to develop, underwrite and supervise
tha business covered by this Agreement, The MGA shall usa its best efforts to serva
faithfuily the Company and at all imes promots and safeguard the Company’s best
interest and to parform all azts necessary to the proper conduct of such busingss on
behaif of each Company.

{8) ‘The MGA shall bear and pay all charges and expenses incurred in Its operations
Inthwding compensation of the MGAs employeas, offica expenses, agents’ or brokess’
commissions, other acquisition expenses. (induding postage, egency license fees, retall
edk or other mercamtle reports Induding costs of compliance with disclosure
requiremants). Howewver, the MGA shall not be responsible for payments due In
Beoordance with Articte IV (2) of this Agreement. The Company shall be responsible for
all (3) premium taxes, () Insurance Services Office, bureay, and license fees, (¢)
Florlda Insurance Guaranty Assodation, Florida Hurricane Catastrophe Fund, and other
state assessments, and (d) stattory poliey fees, Tha Company shall itself be
responsible for the payment of all loss caims and loss adjusting expenses, mduding
legal expenses, which arise from all calms on insurance contemplated by the
Agreament.

(9) The MGA shall hava the authorty, In cormjuncilon and cooperation with
reinsurance intermediaries or other consuftants chosan by the MGA or tha Company, to
negotiate reinsurance on behalf of the Company.

(10) The foregoing, notwithstanding, the scope of the MGAS senvices and
respongibilities shali, be expanded to encampass ary depopulation approved by the
DFS~OIR entzred Wito by the Company with CPIC. Such expansion of scope is necessary
and desebla to Insure customary high Industry standard policyholder and agent
servicing as required hy the MGA for any policies removed from CPIC. Additionally, on
behalf of the Company, the MGA shall ba responsibie for uther responsibilities such as
hendling relatad inquiries to the MGA's customer senvice (CSR) group ansing from alt

matling to all insureds, agents, and morigaga Institutions any CPIC Name of Assumption
and Non-Renewal,

ARVICLE III. REMUNERATION AND COMPENSATION

(1)  The MGA shall b entltiad to » fist faa of 26.5% of each Company’s gross
premiums written, less pass through surcharges, and net of cancellations, payable within
sixty (60) days after tha end of eath calendar month during the term of this Agreement.

&3]
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(9  Inadditien, the MGA shail be entitied to charge the Company's insureds a policy
fea not to exceed $25.00 per policy for each line of business handled undar this
Agreament. In no Instance, shall tha aggregate of per-policy fees for a placsment of
businesg heretmder, when combined with any other perpoliey fee charged by the
Compény or the MGA, result In per-pollcy fags, which excasd the aggregate of $25.00.
The per-policy fea shall be a component of the company’s rate filing and shall ba fully

(3) The MGA shall be subject 1 undarwriting guidelines regarding 2ll matters
specified in Section 626.7451 (6), Forida Statutes, In awcondance with the Company’s
rate filings with the Department and the underwriting guidelines, as well as, selection
criteriz applicable to any assumption, keep-out or other depopulatioh of CPIC policies.
Tha MGA may not Issue sny policy for 3 perind in excess of twetve (12) months plug odd
time not exceeding elghteen (18) months In all. The limits for which the MGA may bind
the Company shall be set forth spedifially for each fine of Insurance handied by the
MGA hereunder; and shall encompass policies yemoved from the State of Roridas
residusl markat CPIC or related residusl market.

(3) Any amounts dua tha MGA for assumption sarvicing shall be paid by the
Company to the MGA on B fimely basls,

(b) The MGA shall bear tha Company’s portion of the documentation and
notice of mailing costs as required by any assumplion agreeinent, as wel

as, other trensaction expenses incjuding the cost of counsel for the
Company.

ARTICLETIV, RIGHTS AND OBLIGATIONS OF THE COMPANY

(1) The Company, without restrictions or limitations, shell have the authority to
nspect and audit the records of the MGA bertaining to the business of the Compahy,
ncluding, but not iimited to, policy files et any time during reasonable business hours,
and & may make coples or exracs of any records pertelning thereto, When the
Company conducts such avdits or Inspections, the MGA shall make any necsssary
repoits of premiums, losses, or the fke to the Insurante Service Office or other
statistical recording organizations with coples to tha Company.

(2) The Company shall submit to the MGA during the first quarter of each calendar
year, a statement of all businass, however denominated, dertved directly or Indirectly
from any poal or essodation and s business derlved directly or indirectly arising, by
contrad, operation of law, or otherwise from its partidpstion or membership, whether
voluntary or Invelurtary in any Insolventy Fund, “Insolvancy Fund” Indudes any
guaranty fund, Insolvency fund, plan, pool, assoclation fund or other arangement
howsoaver denominated, established or governed which provides for any assassment of
or payment or assumption by the Company of part of afl of any dalm, debt, charge, fee
or other obfigation of an insurer or its successor or assigns, which has been dedared by
any competent authority to be insolvent or which is otherwise deamed unable to mest

(%) i
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any claim, debt, charge, fea or ather obligation In whola or in part. Payments of any
amounts under such arrangements defined hereln ars the responsibliity of the Company.

{3 The Company shall effact, with assistanes from the MGA, printing of such policies
and forms as the MGA may require for tha proper production and senvidng of business
contempiatad to be written under this Agreement. The expanse of such printing shall be
the responsiblity of the MGA.

ARTICLE V., INDEMNIFICATION BY THE MANAGING GENERAL AGENT

(1) The MGA agreas that it will hold the Company harmless and defend tha Company
for any .lawsuits or clelms arising out of or in connection with the exerdse of the
authosity granted In Artide II,

(2)  As batween the MGA and each Company, the MGA will ba solely responsible for
any actions of Its employees of an unlawful or criminal nature, as well as for acts or
omissions on the part of its employeas which result In a dalm or lawsuit against the
Company, ahd will pay all legal costs where It & legally respansible and will provide Its
pwn attomeys and make payment of all legal dalms as finelly dstermined to be due and
owing. Thig Is not latendad, and shall not be construad, to confer upon any person
other than tha parties hersto, and their successors and assigns, any rights or remedies
under or by reason of this Agresment.

ARTICLE VI DURATION AND TERMINATION PROVISIONS

(1) This Agreemant shall have an Initisl term commencing on the effective date
spedified above herein and terminate on December 31, 2005, and shall be renewed
automatically for successive one (1) year terms unless elther party glves the other six
(6) months prior written notice of termination.

(2}  Aferthe effective date of termination, the MGA shall have no further authority to
bind and/or write Insurance contracts for the Campany (Fiorida Statutes 626.7451 (1))
However, after recalving writken approval from the Company, the MGA may modify
edsting contraars,  Applicabla terms and provislons of the Agraesment shall continue to
apply to tha run-off of liabillty under existing polities untll normal explration, or, in the
case of polides lssued for more than one year, to the next annhversary dats, subject to
the right of the Company to effect selactive cancefation for cause at any time, (Floride
Statutes 626.7451(1)).

At the option of the Company, this Agreement may bs modified o require the
MGA to handle, to conclusion, the run-¢ff of any open books of business,

In the event of termination of this Agreement, tha MGA, having promptly
accounted for and pald aver premiums for which it may be liable, shal) be the owner of
all Insurance expirations &8 that term is used by the Compeny for purposes of
sofidtations, Further, the Company understands that In suth event, the owner of all

16))
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insurance expirations may be owned assets of Poe & Assoclates, Inc, which Is the
afffilate relall produding egency for the MGA and the respeciive three companies.

{5) Should a difference of opinion exist with respact to balances owed the Company
by the MGA, the MGA shal] immedlately post collateral as raquired by the Company until
the differences are resolved. Posting of collatara! as provided shaf) retaln for the MGA
ownership of the Company’s expirations, In the event the parties heretn ara unable to
reconcile sald differences within thirty (30) days after wtitten notice of sald differences
Is given by either party, then the matter shall be submiited to arbitration for
reconcillation. Each party shell submit the naine of an arbitrator (who shall be skilled in
Thstrance industry accounting) to tha othar, and the two arbitrators shafl select a thind
arbirator (who shail also ba skilled In Insurance Industry actounting). The arbitrators
shall reconcile the differences as soon a5 passible. The finding(s) of the arbitrators shall
be final, Each side shall pay tha costs of its arbitrator and both sides shall equally share
the costs of tha third arbitratar.

(6) Notwithstanding tha foregoing, the MGAS authority to bind, write or modify
msurapce contracts and collect and hold money for the Company may be tarminated for
causs tpon written notice to the terminated party (Florida Statutes 626.7451 (1)) by the
Company at any time and with immediate effect. For purposes of this Agrasment,
*eaysa” shall be defined to induda the MGA becoming insolvent, making an assigninent
far the benefit of areditors, having Its cense or eertifieate of authority revoked by any
insurance department, or committing fraud or gross or wiliful misconduct, In the event
of such tarmination for cause, the right of the Company to benefit from this Agreament
In connaction with the business written by tha MGA or Its agents for the Company, shall
ba copceded and held inviolate. Tt belng furthar understood, that should the Company,
at Its aption, affect the collections of monies from agents, policyholders or ather from
whom monles may bs due oh account of Company’s policies Issued hereunder, the
Company shall give the MGA cradit from such sums in their mutual sccount.

{7) Should exsting reinsurance be cancelled or volded, the right of the MGA to bind
or write new policies or relssue existing polides is Immediately terminated unless
Immediately replaced without lepse by » relnsurer acceptabls to the Compaty., The

MGA 2grees to notify the company Immediately in the event of any cancellation of
relnsurance or notice of canceliaton from any Insurer. Further, the nsurer may suspend

the underwriting authority of tha managing general agent during tha pendency of any
dispute regarding the cause of termination,

ARTICLE VIL, MISCELLANEOUS PROVISIONS

(1)  Nothing In this Agreement shalt constitute 3 partnership or Joint venture between
the parties.

(2) Nothing In this Agreement shall In any way pravent the MGA from peiforming
simflar servica for other compenies. v

(3) Al arrency exchange gains or losses shall be for the account of the Company.

®




Case 8:06-bk-04288-CPM  Document 140  Filed 01/29/2007 Page 7 of 8
APR. 13.2006 10:39AM NO. 0119 P. §

(4) This Agreemant shali bind and inure 1o the benefit of the respectm SUCORSS0PS
or representatives of the parties.

(5} The headings In this Agreement are for éasa of raference only and shall not
pifect the Interpretation hereof,

{6) The construction, vafidity and parfotmancs of thls Agreemert shall be governed
In all vespacts by Fiorkia law, both substantiva and procedurat, and the parties haretn

hereby accept the exdusive jurisdiction of ths Hilisborough County, Rorida Federal and
State courts,

Any notice required or permitted to be glven under this Agreament shall be
sufficient ¥ In writing, and shall ba deemed served If depositad in the United Stotes mall
by Registered or certified Mall, Retum Receipt Requested, of raasonable equivalent, and
addressed as set forth below, or to such other address a5 the parties may from time to
ime deslgnate by written notice given in confarmity herewtth:

Yo the MGAs
Pot Insurance Managers, Inc.
Two Hatbour Placa
302 Knlghts Run Avenue
Suite 700
Yampa, FL. 33602
Attm Jan Jaceb Meder (CFO)

Atlantic Preferrad Insurancia Company
Southem Family Insurance Company
Florida Preferred Property Insurance Company
Two Herbour Place
302 Knights Run Avenua
Suite 700
Tampa, Fl, 33602
A James E. Wurdeman
Chairman and CEO

(8) Ths fallure of any provisions of this Agresment shall In no manner affect the
right to enforce the balence of this Agreement, and the walver by any part of any
breach of any provision of this Agreement shall ot be construsd to be & walver of suth
party of any sucteeding breach of any other provision. Furthermore, the managing
general agent must fulfill any obiigations on policies, regardless of any dispute the
managing general agent may have with any or sach insuring company,
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(3) The following Is ferein notational at the DPS-OIR request; and relates to the
Company’s affilfate “pMariah” (Marfah Claims Services, Inc) and Rs separate daims
managemertt agrsement with 5FIC, APIC, and FPPIC.

(a) The MGA In conjunction with, or without Marish, will not require or
commit, without respective insurance company’s prior approval, either of
the threa insurance companies to: (T) pay a talm abova policy mits; or,
(i) pay a daim, net of relnsurence, which excesds 1 percent of the

insurep’s policyholder’s surplus as of Dacember 31 of the lest completed
calender year.

(b)  The MGA may hot coflect any payment from a rainsures or commit any of
the thres insurance companies to any daims settfement with a relnsursr
without priar spproval of the respective Insurer, SFIC, APIC, and/or
FPPIC. If prior approval Is glven, a report must be promptly forwardad to
the respective Insurance company for its accountirig and finencial records,

(10) Tha foregaing contains the entire Agreement of the Companies and the MGA,
and no modification thereof shalt be binding upon thesa parties unless the same is In
writing signed by the respediva parties tharetn,

IN WETNESS WHEREOF, the partles hereto have caused this Ag to be
In duplicate by thelr duly authorized representatives this day of
_E.MMQ.&}L_v 2004,

POE INSURANCE MANAGERS, INC,

By: ~
nl.
Chieffinandal Officer

ATLANTIC PREFERRED INSURANCE COMPANY
SOUTHERN FAMILY INSURANCE COMPANY
FLORIDA PREFERRED PROPERTY INSURANCE COMPANY

By: -c.—fb.x/

¢ Jemes E. Wurdeman
Chairman and CEQ




DATE: February 2, 2004
TO: Memo to File

SUBJECT: Partial Fee Waiver

This gatter relates t,o the, existing and'i in force Managing Gcneral Agency Agreement (MGA.

. _Agreemenl), by and between Aflantic Preferred Insurance Compeny, Inc. (APIC),.Floridg, .- L wel S

Preferred Property Insurance Company, Inc. (FPPIC), Southern Family Insurance, Company, In¢, i~ 4.,
(SFIC), and Poe Insurance Managers, Inc. (the MGA); the Iatcst such agreement updated and-
~-=.v:<f~'f.cﬁ'ect1vclanuary28 2004 cee Wit R T L AL

‘e v

"z .

. \ .’ . ] RO N t h .. - . . ]
. #.Z'.'-u PR DR .\.«; RE T oo L otk g ), PR St PR U

- -Thrs Partlal Fee Wa:vet*snpulates-mat eﬂ’ecuve Janum'y -1 2004 and for thc 2004 calendar year ., 7,
on]y, the base fee payablc to the MGA (by APIC, FPPIC and SFIC) shall be calculated per the

T schcd‘ul& ‘std\in’ below 'I'lusséhedulc khall B8 in effect lhrmlgh Decen&ber 31, 2004754 N
o PremlumRange. oo _' _ s DT
} ,,AggregateandCumulu five Anniial Prer‘tiiﬁm of APIC, FPPf[C and S_FIC - oA
) Low High ~ Rate
- 80 $25,000,000 26.50%
25,000,001 50,000,000 - 26.00%
30,000,001 75,000,000 25.50%
75,000,001 100,000,000 25.00%
100,000,001 125,600,000 24.50%
125,000,001 1,500,000,000 24.00%

JPOE INSURANCE MANAGERS, INC.

”BJ" M/ ) 1- ) LT
e /J«m’ J)&{der, Chmf‘ﬂﬁancxal Officer , . , e

L

ATLANT lC PREFERRED INSURANCE COMPANY, INC.
" FLORIDA PREFERRED PROPERTY INSURANCE COMPANY, INC, .- =
SOUTHERN FAMILY INSURANCE COMPANY, INC,

By ﬂ,ﬁ)w—

Jamé E. Wurdeman, Chairman and CEQ

i . '." %




FINANCIAL GROUP

Aftlantic Preferred Insurance
Florida Preferved Property
Southern Family Insirance
DATE: January 3, 2005
‘ TO‘ Memo to File .
'SUB.I'ECT " Partial Fee Waiver ._"" 2 v

1-,{_.,'. Vo . _v\*‘- <. 1 o \-»-w_-’ "J". i 4 -.-. A

This matter relates to the éxisting and in force Managmg General:Agency: Agreement (MGA Agreement), -

Inc. (the MGA), thc latest such  agrecment updated and effechve J anuary 28, 2004

This Pamal Fcc Waiver snpu] ates that effective I anunry 1, 2005 and for thc 2005 calendar year. only, the

POE INSURANCE MANAGERS, INC.

J 'J’.h?dé, Chief Financial Officer

- .ATLANTIC PREFERRED INSURANCE COMPANY, INC.

FLORIDA PREFERRED PROPERTY INSURANCE COMPANY, INC, T
SOUTHERN FAMILY INSURANCE COMPANY, INC, -

7 i —

Jax?ﬁ Wurdeman, Chairman and CEQ

TWO RARBOUR PLACE
302 Xnights Run Avenue | Sulte 700 { Tompa, Florida 334602
813-259-4000 phonse | 813-259-4085 fox 1 www.posfinanclalgroup.com

~ -base fee payable fo the MGA (by -APIC, FPPIC. and SFIC) shall br:sal‘éuluted per the schedulc shown TR
. bc]ow This schcdule shall he in effc.ct through chember 31, 2005. croaa e
Premium Range : ’ -
Aggregate and Comulative Annual Premium of APIC, FPPIC and SFIC
Low High Rate
5 - 0 $ 25000000  26.50%
25,000,001 50,000,000 25.70%
50,000,001 - 75,000,000 24,90%
75,000,001 100,000,000 24.10%
100,000,001 125,000,000 23.30%
125,000,001 1,500,000,000 22.50%

- 'by.and between Atlantic Preférred Insurance'Company, Inc: (APIC), Florida Preferred Property Insurase® * © - A
-+ Company; Inc.: (FPPIC), Southérn-Family Insurarice. Coinpany; dnc. {SFIC), and Poe-Insurande Managgrs, .«
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FINANCIAL GROUP

Atlantic Preferred Insurance
Florida Prefersed Property

Southern Family I

DATE: January 10, 2006
TO: Mcmo 16 F—ile ) :
. SUBJECT: Pamal Fee Wayer

'.Thls mauer ;elatgs lo lTxe exlsﬁmg and in force Managmg Gcncral Agency Agreement (M GA Agrepmcnt),
by and bctwccn At]antic Preferred Insurancc Company, Inc "{AFIC), Florida Preferred Property Insyrance
Compnny, Inc. (FPPIC), Southern Fanuly'lnsurancc Company, Inc. (SFIC), and Poe Inurance Managers,

Thxs Pariial ?ee Wauvcr supulatcs {haf iefﬁ:chve January 'l 2003 and for the 2006 cal ehdar ‘year orﬂy thc <

. base fee payahlc to, ;(he’MGA {by 1§\PIC FPPIC and SFIC] shall bé calculatcd per the schedule shown N -

-below. This’ sthcdﬁlc shall b in tfect ttirough December 31, 2006, U

Premium Range .
Aggregate and Cumulative Annual Premium of APIC, FPPIC and SFIC.

Low High Rate
$ 0 § 25,000,000 26.5
25,000,001 50,000,000 26.0
50,000,001 75,000,000 25.5
75,000,001 100,000,000 25.0
100,000,001 125,000,000 245
125,000,001 1,500,000,000 24.0

POE INSURANCE MANAGERS, INC. - -

(2

Jan J, Méder; Chitf Financia) Officer

ATLANTIC PREFERRED INSURANCE COMPANY, INC.
FLORIDA PREFERRE)D PROPERTY INSURANCE COMPANY, INC,
SOUTHERN FAMILY INSURANCE COMPANY, INC. .

ByA/Z)M |

Jalggs E. Wurdeman, Chairmean and CEQ

TWO HARBOUR PLACE
302 Knighis Run Avenue | Sulte 700 | Tompo, Florlda 33602
B813-259-4000 phone 1 813-259-4085 fax | www,poefinonclalgroup.com

. Inc, (the MGA). (hc lalcst such a.gresmcnt updated and. effecuvc if anpary 28,2004. .., e o _a: P,

v

e -
P L R




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

In Re: The Receivership of
SOUTHERN FAMILY .
INS NCE COMPANY, CASE NO.: 2006-CA-001060
A Florida Corporation.

/

ORDER APPOINTING THE FLORIDA DEPARTMENT OF
FINANCIAL SERVICES AS RECEIVER OF SOUTHERN FAMILY

INSURANCE COMPANY FOR PURPOSES OF LIQUIDATION,
POLICY TRANSITION, AND NOTICE OF AUTOMATIC STAY

THIS CAUSE was considered on the Department of Financial Services’
(hereinafter the “Department™) Petition for appointment as Receiver for purposes of
Liquidation of Southern Family Insurance Company (hereinafter the “Respondent”). The
Court having reviewed the pleadings of record, having heard presentation of counsel, and
otherwise being fully informed in the premises finds that:

1. Respondent is a Florida corporation with its principa) place of business at
302 Knights Run Avenue, Suite 700, Tampa, Florida 33602. Respondent is authorized to
conduct business as a property and casualty insurer in the state.

' 2. Section 631.061, Florida Statutes, authorizes the Department to apply to
this Court for an Order directing it to liquidate a domestic insurer upon the existence of
any grounds specified in Section 631.051, including, but not limited to, a finding that the
insurer is “in such condition or is using or has been subject to such methods or practices
in the conduct of its business, as to render its further transaction of insurance presently or
prospectively hazardous to its policyholders, creditors, stockholders, or the public.”

3. By letter dated April 25, 2006, to the Hdnorable Tom Gallagher, Chief

Financial Officer of the State of Florida, Kevin McCarty, Commissioner of the Flonda




Office of Insurance Regulation, recommended that delinquency proceedings, pursuant to
Chapter 631, Florida Statutes, be initiated against Southern Family Insurdance Company.
The Respondent consented to the appointment of the Department as Recgivcr for the
purposes of Rehabilitation. This letter also details a recommended plan for placing the
company into liquidation receivership, payment of claims by the Florida Insurance
Guaranty Association (hereinafter “FIGA”) and that Citizens- Property Insurance
Corporation (hereinafter “Citizens™) would orderly transition policyholders with coverage
from Rcspond.ent into Citizens provided the policyholders were not offered alternative
coverage in the admitted market.

4, In jts Petition, the Department asserts that grounds exist for a formal
delinquency proceeding against the Respondent under Part I, Chapter 631, Florida
Statutes, in that the Respondent is violating Sections 631.051(1) and (3), and Section
631.061(1), Florida Statutes. Respondent is insolvent within the meaning of Sections
631.061(1), 631.051(1) and 631.011(14), Florida Statutes. Respondent lacks sufﬁéient
catastrophic reinsurance coverage to mitigate its exposure to possible hurricane losses
rendering its further transaction of insurance presently and prospectively hazardous to its
policyholders, creditors and the public.

5. Section 631.021(3), Florida Statutes, provides that a delinquency
proceeding pursuant to Chapter 631, Florida Statutes, constitutes the sole and exclusive
method of liquidating, rehabilitating, reorganizing, or conserving an insurer. Further,
Section 631.025(2), Florida Statutes authorizes the Department to initiate delinquency
proceedings against any “insurer” if the statutory grounds are present as to that insurer.

6. On May 12, 2006, the Respondent consented to entry of an Order of



Liquidation, effective June 1, 2006.

7. The Respondent is insolvent in that it is unable to pay its debts as they
become due in the usual course of business and accordingly, Respondent is insolvent
within the meaning of Sections 631.011(12), (14), and 631.051(1), Florida Statutes. If all
Respondent’s statutorily admitted assets were made immediately available, the
Respondent’s liabilities exceed its statutorily admitted assets,

8. The Respondent sustained significant losses as a result of the eight
hurricanes wh.ich made landfall in Florida during the 2004 and 2005 hurricane seasons.
These losses were, to a large degree, mitigated by Respondent’s program of reinsurance,
which transferred the exposure to other insurers. Coverage under the Respondent’s.
reinsurance contract, which expires June 30, 2006, has been virtually exhausted. Thus, if
a hurricane makes landfall in Florida before June 30, 2006, Southemn Family Insurance
Company will likely sustain Josses for which there will not be adequate reinsurance
coverage under the contract. This would further exacerbate the Respondent’s insolvency.
The Respondent has no reinsurance coverage for the next contract year (July 1, 2006 —
June 30, 2007).

9. Therefore, the Respondent is in violation of Section 631.051(3), Florida
Statutes, in that it is in *“such condition or is using or has been subject to such methods or
practices in the conduct of its business, as to render its further transaction of insurance
presently or prospectively hazardous to its policyholders, creditors, stockholders, or the
public.”

10.  The Respondent has approximately 45,000 policyholders who must be

transitioned to a solvent insurer prior to the beginning of hurricane season.



11.  The Respondent must be liquidated immediately to protect the remaining
assets of Respondent for the benefit of its policyholders, creditors and the public, as well
as assuring for the orderly transition of these policyholders to one or more solvent
insurers.

12, Pursuant to Section 631.051(11), Florida Statutes, the Respondent has
consented to the appointment of the Department of Financial Services as Receiver for the
purpose of liquidation through a majority of its directors, stockholders, members, or
subscribers, |

13.  In light of the Respondent’s consent to liquidation and by virtue of the
Respondent's failure to have adequate catastrophe reinsurance, and its insolvency;.
pursuant to Section 631.051(1) and (3), and Section 631.061, Florida Statutes, the Court
finds that it is in the best interests of Respondent, its creditors, and its insureds that the
relief requested in the petition be granted.

THEREFORE, IT IS ORDERED AND ADJUDGED as follows:

14.  The Department of Financial Services of the State of Florida shall be

appointed Receiver of Respondent for purposes of liquidation.

15.  The Receiver shall be authorized and directed to:

A Take immediate possession of all the property, assets, and estate,
and all other property of every kind whatsoever and wherever located belonging
to Respondent pursuant to Sections 631.111 and 631.141, Florida Statutes,
including but not limited to: offices maintained by the Respondent, rights of
action, books, papers, evidences of debt, bank accounts, savings accounts,

certificates of deposit, stocks, bonds, debentures and other securities, mortgages,



furniture, fixtures, office supplies and equipment, wherever situate and however
titled, whether in the possession of Respondent or its officers, diréttors, trustees,
employees, consultants, attorneys, agents or affiliates and all real property of
Respondent, wherever situate, whether in the possession of Respondent or its

officers, directors, trustees, employees, consultants, attomeys, agents or affiliates.

B. Liquidate the assets of Respondent, including but not limited to,
funds ‘held by Respondent’s agents, subagents, producing agents, brokers,
solicitors; service representatives or others under agency contracts or otherwise
which are due and unpaid to Respondent, including premiums, unearned:

commissions, agents’ balances, agents® reserve funds, and subrogation recoveries; -

C. Employ and authorize the compensation of legal counsel, actuaries,
accountants, clerks, consuitants, and such assistants as it deems necessary,
purchase or lease personal or real property as it deems necessary, and authorize
the payment of the expenses of these proceedings and the necessary incidents
thereof, as approved by the Court, to be paid out of the funds or assets of the

Respondent in the possession of the Receiver or coming into its possession.

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

E. Not defend or accept service of process on legal actions wherein
the Respondent, the Receiver, or the insured is a party defendant, commenced
either prior to or subsequent to the order, without authorization of this Court;

except, however, in actions where Respondent is a nominal party, as in certain



foreclosure actions, and the action does not affect a claim against or adversely
affect the assets of Respondent, the Receiver may file appropriate pleadings in its

discretion.

F. Commence and maintain all legal actions necessary, wherever

necessary, for the proper administration of this receivership proceeding,

G. Collect all debts which are economically feasible to collect which

are due and owing to the Respondent.

H. Deposit funds and maintain bank accounts in accordance with

Section 631.221, Florida Statutes.

L Take possession of all Respondent’s securities and certificates of
deposit on deposit with the Treasurer of Florida or any similar official of any
other state, if any, and convert to cash as munch as may be necessary, in its

judgment, to pay the expenses of administration of this receivership.

AR Publish notice specifying the time and place fixed for the filing of
claims with the Receiver once each “}cck for three consecutive weeks in the
Florida Administrative Weekly published by the Secretary of State, and at least
once in the Florida Bar News and to publish notice by similar methods in all

states where Respondents may have issued insurance policies.

K. Negotiate and settle subrogation claims and Final Judgments up to

and including the sum of Twenty Thousand Dollars ($20,000.00) without further

order of this Court.

L. Sell any salvage recovered property having value of not more than



Twenty Thousand Doellars {$20,000.00) without further order of this Court.

M.  Give notice of this proceeding to Respondent’s agéhts pursuant to
Section 631.341, Florida Statutes, and to its insureds, if any.

N. 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.

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

notwithstanding the provisions of the above paragraph.

P.  Title to all property, real or personal, all contracts, rights of action
and all books and records of Respondent, wherever located, is vested in the

Receiver pursuant to Sections 631.111 and 631.141, Florida Statutes.

Q. All attorneys employed by Respondent as of the date of the Order,
within 10 days notice of the Qrder, are required to report to FIGA on the name,
company claim number and status of each file they are handling on behalf of the
Respondent. Said report shall also include an accounting of any funds received
from or on behalf of the Respondent. All attorneys employed by Respondent

shall be discharged as of the date of the Order unless their services are retained by



FIGA. All attomeys employed by Respondent shall be advised that pursuant to
Section 631.011(17), Florida Statutes, a claim based on mere possession does not
create a secured claim and all attorneys employed by Respondent, pursuant to In
Re the Receivership of Syndicate Two, Inc., 538 So.2d 945 (Fla. 1¥ DCA 1989),
who are in possession of litigation files or other material, documents or records
belonging to or relating to work performed by the attorney on behalf of
Respondent shall be required to deliver such litigation files, material, documents
or rccc;rds intact and without purging to FIGA, on request, notwithstanding any
claim of a retaining lien which, if otherwise valid, shall not be extinguished by the

delivery of these documents.

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

Receiver.

S. Any premium finance company which has entered into a contract

to finance a premium for a policy which has been issued by the Respondent shall



be required to pay any premium owed to the Respondent directly to the Receiver.

T. Reinsurance premiums due 1o or payable by the R;spondent shall
be remitted to, or disbursed by, the Receiver. Reinsurance losses recoverable or
payable by the Respondent shall be handled by the Receiver. All correspondence
concerning reinsurance shall be between the Receiver and the reinsuring company

or intermediary.

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

of the receivership.

V. Any bank, savings and loan association, or other financial
institution which has on deposit, in its possession, custody or control any funds,
accounts and any other assets of the Respondent, shall be required to immediately
transfer title, custody and control of all such funds, accounts and other assets to
the Receiver. The Receiver shall be authorized to change the name of such
accounts and other assets, withdraw them from such bank, savings and loan
association or other financial institution, or take any lesser action necessary for
the proper conduct of this receivership. No bank, savings and loan association or
other financial institution shall be permitted to exercise any form of set-off,
alleged set-off, lien, any form of self-help whatsoever, or refuse to transfer any

funds or assets to the Receiver’s control without the permission of this Court.

W.  Any entity fumnishing telephone, water, electric, sewage, garbage



or trash removal services to the Respondent shall be required to maintain such
service and fransfer any such accounts to the Receiver as of the date of the Order,

unless instructed to the contrary by the Receiver.

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

for the actual time such equipment and software is used by the Receiver.

Y. The United States Postal Service shall be directed to provide any
information requested by the Receiver regarding the Respondent and to handle

future deliveries of Respondent’s mail as directed by the Receiver.

Z. All claims shall be filed with the Receiver on or before 11:59 p.m.
on June 1, 2007 or be forever barred, and all such claims shall be filed on proof of

claim forms prepared by the Receiver.

AA. Except for contracts of insurance, all executory contracts to which
the Respondent was a party shall be cancelled and stand cancelled unless

specifically adopted by the Receiver within ninety (90) days of the date of this

10



Order or from the date of the Receiver’s actual knowledge of the existence of
such contract, whichever is later. “Actual Knowledge” means the Receiver has in
its possession the original of a written contract to which the Respondent is a party,
and the Receiver has notified the vendor in writing acknowledging the existence
of the contract. Any vendor, including but not limited to, any and all employees /
contractors of insurer, claiming the existence of a contractual relationship with the
insurer shall provide notice to the Receiver of such relationship. This notice shall
include any and all documents and information regarding the terms and conditions
of the contract, including a copy of the written contract between the vendor and
thé insurer, if any, what services or goods were provided pursuant to the contract,
any current, future and/or past due amounts owing under the contr.act, and any
supporting documentation for third party services or goods provided. Failure to
provide the required information may result in vendors’ contractual rights not
being recognized by the Receiver, The rights of the parties to any such contracts
are fixed as of the date of the Order and any cancellation under this provision
shall not be treated as an anticipatory breach of such contracts.

BB. All affiliated companies and associations, specifically but not
limited to Poe Financial Group, Inc., Poe Investments, Inc., Poe Insurance
Holdings, LLC, Poe Insurance Managers, LLC, Mariah Claims Services, LLC,
and Poe and Associates Insurance Agency, LLC, shall be directed to make their
books and records available to the Receiver, to include all records located in any
premises occupied by said affihate, whether corporate records or not, and to

provide copies of any records requested by the Receiver whether or not such
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records are related to Respondent. The Receiver would have title to all policy files
and other records of, and relating to Respondent, whether such documents are
kept in offices occupied by an affiliate company or any other person, corporation,
or association, The Receiver shall be authorized to take possession of any such
records, files, and documents, and to remove them to any location in the
Receiver’s discretion. Any disputed records shall not be withheld from the
Receiver’s review, but shall be safeguarded and presented to this Court for review

prior to copying by the Receiver.

CC. The Receiver shall have complete access to all computer records of

the Respondent and its affiliates.

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

contempt of Court for violation of the provisions of this Order.

16.  Pursuant to Part II of Chapter 631, Florida Statutes, FIGA will assume the
obligations with regard to the payment of claims and uneamed premium. In order to
reduce the administrative costs associated with this receivership, the unearned premium
associated with those policyholders transitioned to Citizens, shall be paid by FIGA
direcily to Citizens in accordance with relevant state statntes, and the Receiver’s
proposed Plan of Liquidation and Transition (the “Liquidation Plan”) as approved by this

Court. Any uneamed premium shall be processed in accordance with the provisions of

Section 631.50, et.seq., Florida Statutes.
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17. Al insurance policies issued b)} Respondent which have not been canceled
as a result of action by the policyholder or for non-payment of premium prior to 12:01
a.m., July 1, 2006 are canceled as of that time or such earlier date and time as determined
necessary by the Receiver to facilitate policyholders' obtaining coverage in the admitted
market,

18.  Effective 12:02 a.m,, July 1, 2006, eligible policyholders not obtaining
offers of coverage in the admitted market and whose policies are canceled as of 12:01,
am., July i, 2006 pursuant to this order wili be provided coverage by Citizens Property
Insurance Corporation, provided the Court approves the Receiver’s proposed Liquidation
Plan. In the event the parties are ur;able to agree to a Liquidation Plan, the Court intends
to enter, effective 12:02a.m. July 1, 2006, an Order providing that Citizens assume
policies or otherwise provide coverage for the policyholders, pursuant to Section
627.351(6)(v)6, Florida Statutes (2006). The coverage provided by Citizens for this group
of policyholders shall be for the remaining term of the policy originally issued by
Respondent. Citizens shall provide proof of coverage and pertinent information to
policyholders as soon as practicable beginning July 1, 2006.

15.  Subject to Court approval of the Liquidation Plan, the coverage provided
by Citizens will be at the terms, rates and conditions in the policy issued by Southern
Family Insurance Company, including any endorsements made prior to 12:01a.m., July 1,
2006. The coverage provided by Citizens will be for the san;e term as the policy issued
by Southern Family Insurance Company, including any endorsements made prior to

12:01a.m., July 1, 2006. Any policy which expires after 12:01a.m., July 1, 2006 and is
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subsequently renewed by Citizens shall be renewed at Citizen’s rates as filed with and
approved by the Florida Office of Insurance Regulation.

20. A policyholder is ineligible for {ransition coverage to replace a policy
cancelled by this order if: (a) it is a personal lines policyholder that has received an offer
of coverage from an admitted carrier; (b) it is a commercial lines policyholder that has
received an offer of coverage from an admitted or surplus lines carrier; (c) it is a
policyholder with coverage written on a form that is not a personal residential policy, a
commercial rt;:sidenlial policy, or commercial nonresidential policy, of the type that
Citizens is authorized to issue under Section 627.351(6); (d) the policyholder has
obtained replacement coverage for the cancelled policy; or (€) it is a commercial lines
policyholder and, instead of providing Transition Coverage, Citizens offers to provide
coverage using its own forms, rates, rules, and systems.

21.  Subject to Court approval of the Liquidation Plan, Citizens will rewrite the
Respondent’s commercial policies, covering approximately 38,000 structures, on forms
and rates currently being used by Citizens. While coverage will be provided immediately,
each risk will be subject to underwriting within the first 30 days and appropriate premium
adjustments. Risks greater than $10 million will be written on a consent-to-rate
basis, Citizens will evaluate the need to purchase additional facultative or commercial
reinsurance, and amend its Office of Insurance Regulation filing to reflect that cost, and
pass it on to the insured. Citizens may, at its option, provide coverage at the rates, terms,
and conditions previously provided by the Respondent for the time period remaining on

the policy issued by the Respondent.
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CONTINUATION OF INVESTIGATION

22.  The Receiver shall be authorized to conduct an investigation as authorized
by Section 631.391, Florida Statutes, of Respondent and its affiliates, as defined abqve, 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 corporations, its
subsidianes, and affiliates shall be required to make all books, documents, accounts,
records, and affairs, which either belong to or pertain to the Respondent, available for
full, free and‘unhindered inspection and examination by the Receiver during normal
business hours (9:00 am. to 5:00 p.m.) Monday through Friday, from the date of the
Order. The Respondent and the above specified entities shall be required to cooperate \
with the Receiver to the fullest extent required by Section 631.391, Florida Statutes.
Such cooperation shall include, but not be limited to, the taking of oral testimony under
oath of Respondent’s officers, directors, managers, trustees, agents, adjusters, employees,
or independent contractors of Respondent, its affiliates and any other person who
possesses any executive authority over, or who exercises any control over, any segment
of the affairs of Respondent in both their official, representative and individual capacities
and the production of all documents that are calculated to disclose the true state of

Respondent’s affairs.

23.  Any officer, director, manager, trustee, administrator, attorney, agent,
accountant, actuary, broker, employee, adjuster, independent contractor, or affiliate of
Respondent and any other person who possesses or possessed any executive authority
over, or who exercises or exercised any control over, any segment of the affairs of

Respondent or its affiliates shall be required to fully cooperate with the Receiver as
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required by Section 631,391, Florida Statutes, and as set out in the preceding paragraph.
Upon receipt of a certified copy of the Order, any bank or financial institution shall be
required to immediately disclose to the Receiver the existence of any accounts of
Respondent and any funds contained therein and any and all documents in its possession

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

NOTICE OF AUTOMATIC STAY

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

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

B, The enforcement of judgment against the insurer or an affiliate,
provided that such affiliate is owned by or constitutes an asset of Respondent,
obtained either before or after the commencement of the delinquency proceeding;

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

D. Any act to create, perfect or enforce a lien against property of the
insurer, except a sccured claim as defined in Section 631.011(17), Flonida
Statutes;

E. Any action to collect, assess or recover a claim against the insurer,

except claims as provided for under Chapter 631;
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F. The set-off or offset of any debt owing to the insurer except offsets
as provided in Section 631.281, Flonda Statutes.

25.  Notice is further given that, pursuant to Section 631.67, Florida Statutes,
all proceedings in which the Respondent is a party or is obligated to defend a party in any
court or before any quasi-judicial body or administrative board in this state shall be
stayed for (6) months, or for a period of time greater than six (6) months from the date of
this Order, granted by a court of competent jurisdiction.

26. ‘All Sheriffs and all law enforcement officials of the slate shall cooperate
with and assist the Receiver in the implementation of this Order.

27.  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.

28.  The Respondent is ordered into liquidation receivership effective
12:01a.m., June 1, 2006.

DONE and ORDERED in Chambers at the Leon County Courthouse in

Tallahassee, Leon County, Florida this ﬂ day of _ YY" 2006.

JANET FERRIS
CIRCUIT JUDGE

A Certified Copy
Atest
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COPIES FURNISHED TO:

William A. Spillias, Chief Attorney
Robert V. Elias, Deputy Chief Attomey
Steven G. Brangaccio, Senior Attomey
Florida Department of Financial Services
Division of Rehabilitation and Liquidation
P.O.Box 110

Tallahassee, Florida 32302

Robert J. Grammig, Esq.
Richard B. Hadlow, Esq.
Michael L. Chapman, Esq.
Holland & Knight

P.O. Box 1288

Tarspa, Florida 33601-1288
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IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT IN AND

FOR LEON COUNTY, FLORIDA
In Re: The Receivership of
ATLANTIC PREFERRED ‘
INSURANCE COMPANY, CASE NO.: 2006-CA-001083
A Florida Corporation.

/

ORDER APPOINTING THE FLORIDA DEPARTMENT OF
FINANCIAL SERVICES AS RECEIVER OF ATLANTIC PREFERRED
INSURANCE COMPANY FOR PURPOSES OF LIQUIDATION,
POLICY TRANSITION, AND NOTICE OF AUTOMATIC STAY

THIS CAUSE was considered on the Department of Financial Services’
(bereinafier the “Department™) Petition for appointment as Receiver for purposes of
Liquidation of Atlantic Preferred Insurance Company (hereinafier the “Respondent”™).
The Court having reviewed the pleadings of record, having heard presentation of counsel,
and otherwise being fully informed in the premises finds that:

1. Respondent is a Florida corporation with its principal place of business at
302 Knights Run Avenue, Suite 700, Tampa, Florida 33602. Respondent is authorized to
conduct business as a property and casualty insurer in the state.

'2. Section 631.061, Florida Statutes, authorizes the Department to apply to
this Court for an Order directing it to liquidate a domestic insurer upon the existence of
any grounds specified in Section 631.051, including, but not limited to, a finding that the
insurer is “in such condition or is using or has been subject to such methods or practices
in the conduct of its business, as to render its further transaction of insurance presently or
prospectively hazardous to its policyholders, creditors, stockholders, or the public.”

3. By letter dated May 1, 2006, to the Honorable Tom Gallagher, Chief

Financial Officer of the State of Florida, Kevin McCarty, Commissioner of the Florida




Office of Insurance Regulation, recommended that delinquency proceedings, pursuant to
Chapter 631, Florida Statutes, be initiated against Atlantic Preferred Insurance Company.
The' Respondent consented to the appomtment of the Department as Receiver for the
purposes of Rehabilitation. This letter also details a recommended plan for placing the
company into liguidation receivership, payment of claims by the Florida Insurance
Guaranty Association (hereinafter “FIGA”) and that Citizens Property Insurance
Corporation (hereinafter “Citizens”) would orderly transition policyholders with coverage
from Respondent into Citizens provided the policyholders were not offered alternative
coverage in the admitted market,

4, In its Petition, the Department asserts that grounds exist for a formal
delinquency proceeding against the Respondent under Part 1, Chapter 631, Florida
Statutes, in that the Respondent is violating Sections 631.051(1) and (3), and Section
631.061(1), Florida Statutes. Respondent is insolvent within the meaning of Sections
631.061(1), 631.051(1) and 631.011(14), Florida Statutes. Respondent lacks sufficient
catastrophic reinsurance coverage to mitigate its exposure to possible hurricane losses
rendering its further transaction of insurance presently and prospectively hazardous to its
policyholders, creditors and the public.

5. Section 631.021(3), Florida Statutes, provides that a delinquency
proceeding pursuant to Chapter 631, Florida Statutes, constitutes the sole and exclusive
method of liquidating, rehabilitating, reorganizing, or conserving an insurer. Further,
Section 631.025(2), Florida Statutes authorizes the Department to initiate delinquency
proceedings against any “insurer” if the statutory grounds are present as to that insurer.

6. On May 12, 2006, the Respondent consented to entry of an Order of



Liquidation, effective June 1, 2006.

7. The Respondent is insolvent in that it is unable to pay its debts as they
become due in the usual course of business and accordingly, Respondent is insolvent
within the meaning of Sections 631.011(12), (14), and 631.051(1), Florida Statutes. If all
Respondent’s statutorily admitted assets were made immediately available, the
Respondent’s liabilities exceed its statutorily admitted assets.

8. The Respondent sustained significant losses as a result of the eight
humicanes wﬁich made landfall in Florida during the 2004 and 2005 hurricane seasons.
These losses were, to a large degree, mitigated by Respondent’s program of reinsurance,
which transferred the exposure to other insurers. Coverage under the Respondent’s
reinsurance contract, which expires June 30, 2006, has been virtually exhausted. Thus, if
a hurricane makes landfzll in Florida before June 30, 2006, Atlantic Preferred Insurance
Company will likely sustain losses for which there will not be adequate reinsurance
coverage under the contract. This would further exacerbate the Respondent’s insolvency.
The Respondent bas no reinsurance coverage for the next contract year (July 1, 2006 —
June 30, 2007). |

9. Therefore, the Respondent is in violation of Section 631.051(3), Florida
Statutes, in that it is in “*such condition or is using or has been subject to such methods or
practices in the conduct of its bﬁsiness, as to render its further transaction of insurance
presently or prospectively hazardous to its policyholders, creditors, stockholders, or the
public.”

10.  The Respondent has approximately 140,000 policyholders who must be

transitioned to a solvent insurer prior to the beginning of hurricane season.



11.  The Respondent must be liquidated immediately to protect the remaining
assets of Respondent for the benefit of its policyholders, creditors and the public, as well
as assuring for the orderly transition of these policyholders to one or more solvent
insurers.

12, Pursuant to Section 631.051(11), Florida Statutes, the Respondent .has
consented to the appointment of the Department of Financial Services as Receiver for the
purpose of liquidation through a majority of its directors, stockholders, members, or
subscribers. |

13.  In light of the Respondent’s consent to liquidation and by virtue of the
Respondent’s failure to have adequate catastrophe reinsurance, and its insolvency,
pursuant to Section 631.051(1) and (3), and Section 631.061, Florida Statutes, the Court
finds that it is in the best interests of Respondent, its creditors, and its insureds that the
relief requested in the petition be granted.

THEREFORE, IT IS ORDERED AND ADJUDGED as follows:

14.  The Department of Financial Services of the State of Florida shall be

appointed Receiver of Respondent for purposes of liquidation.

15.  The Receiver shall be authorized and directed to:

A. Take immediate possession of all the property, assets, and estate,
and all other property of every kind whatsoever and wherever located belonging
to Respondent pursuant to Sections 631.111 and 631.141, Florida Statutes,
including but not limited to: offices maintained by the Respondent, rights of
action, books, papers, evidences of debt, bank accounts, savings accounts,

certificates of deposit, stocks, bonds, debentures and other securities, mortgages,



furniture, fixtures, office supplies and equipment, wherever situate and however
titled, whether in the possession of Respondent or its officers, directors, trustees,
employees, consultants, attorneys, agents or affiliates and all real property of
Respondent, wherever situate, whether in the possession of Respondent or its

officers, directors, trustees, employees, consultants, attorneys, agents or affiliates.

B. Liquidate the assets of Respondent, including but not limited to,
funds held by Respondent’s agents, subagents, producing agents, brokers,
solicitors, service representatives or others under agency contracts or otherwise
which are due and unpaid to Respondent, including premiums, unearned

commissions, agents’ balances, agents’ reserve funds, and subrogation recoveries,

C. Employ and authorize the compensation of legal counsel, actuaries,
accountants, clerks, consultants, and such assistants as it deems npecessary,
purchase or lease personal or real property as it deems necessary, and authorize
the payment of the expenses of these proceedings and the necessary incidents
thereof, as approved by the Court, to be paid out of the funds or assets of the

Respondent in the possession of the Receiver or coming into its possession.

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

E. Not defend or accept service of process on legal actions wherein
the Respondent, the Receiver, or the insured is a party defendant, commenced
either prior to or subsequent to the order, without authorization of this Court;

except, however, in actions where Respondent is a nominal party, as in certain



foreclosure actions, and the action does not affect a claim against or adversely
affect the assets of Respondent, the Receiver may file appropriate’ pleadings in its

discretion.

F. Commence and maintain all legal actions necessary, wherever

necessary, for the proper administration of this receivership proceeding.

G. Collect all debts which are economically feasible to collect which

are due and owing to the Respondent.

H. Deposit funds and maintain bank accounts in accordance with

Section 631.221, Florida Statutes.

L Take possession of all Respondent’s securities and certificates of
deposit on deposit with the Treasurer 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.

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

states where Respondents may have issued insurance policies.

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

order of this Court.

L. Sell any salvage recovered property having value of not more than



Twenty Thousand Dollars ($20,000.00) without further order of this Court.

M.  Give notice of this proceeding to Respondent’s agéhts pursuant to
Section 631.341, Florida Statutes, and to its insureds, if any.

N. 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.

[y

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

notwithstanding the provisions of the above paragraph.

P. Title to all'property, real or personal, all contracts, rights of action
and all books and records of Respondent, wherever located, is vested in the

Receiver pursuant to Sections 631.111 and 631.141, Florida Statutes.

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

shall be discharged as of the date of the Order unless their services are retained by



FIGA. All attorneys employed by Respondent shall be advised that pursnant to
Section 631.011(17), 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 Twa, Inc., 538 So.2d 945 (Fla, 1* .DCA 1989),
who are in possession of litigation files or other material, documents or records
belonging to or relating to work performed by the attomey on behalf of
Respondent shall be required to deliver such litigation files, matenial, documents
or recc;rds intact and without purging to FIGA, on request, notwithstanding any
claim of a retaining lien which, if otherwise valid, shall not be extinguished by the

delivery of these documents.

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

Receiver,

S. Any premium finance company which has entered into a contract

to finance a premium for a policy which has been issued by the Respondent shall



be required to pay any premium owed to the Respondent directly to the Receiver.

T. Reinsurance premiums due to or payable by the ll-éspondcnt shall
be remitted to, or disbursed by, the Receiver. Reinsurance losses recoverable or
payable by the Respondent shall be handled by the Receiver. All correspondence
concerning reinsurance shall be between the Receiver and the reinsuring company

or intermediary.

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

of the receivership.

V. Any bank, savings and loan association, or other financial
institution which has on deposit, in its possession, custody or control any funds,
accounts and any other assets of the Respondent, shall be required to immediately
transfer title, custody and control of all such funds, accounts and other assets to
the Receiver. The Receiver shall be authorized to change the name of such
accounts and other assets, withdraw them from such bank, savings and loan
association or other financial institution, or take any lesser action necessary for
the proper conduct of this receivership. No bank, savings and loan association or
other financial institution shall be permiited to exercise any form of set-off,
alleged set-off, lien, any form of self-help whatsoever, or refuse to transfer any

funds or assets to the Receiver’s control without the permission of this Court.

W.  Any entity furnishing tclephone, water, electric, sewage, garbage



or trash removal services to the Respondent shall be required to maintain such
service and transfer any such accounts to the Receiver as of the date of the Order,

unless instructed to the contrary by the Recetver.

X, Any data processing service, which has custody or control of any
data processing information and records including but not limited 1o source
documents, data processing cards, input tapes, all types of storage information,
master tapes or any other recorded information relating to the Respondent shall be
required 1o transfer custody and control of such records to the Receiver. The
. Receiver shall be authorized to compensate any such entity for the actual use of
hardware and software which the Receiver finds 1o be necessary to this
proceeding. Compensation shall be based upon the monthly rate provided for in
contracts or leases with Respondent which were in effect when this proceeding
was inslitutcd; or based upon such contract as may be negotiated by the Receiver,

for the actual time such equipment and software is used by the Receiver.

Y.  The United States Postal Service shall be directed to provide any
information requested by the Receiver regarding the Respondent and to handle

future deliverics of Respondent’s mail as directed by the Receiver.

Z. All claims shall be filed with the Receiver on or before 11:59 p.m.
on June 1, 2007 or be forever barred, and all such claims shall be filed on proof of

claim forms prepared by the Receiver.

AA. Except for contracts of insurance, all executory contracts to which
the Respondent was a party shall be cancelled and stand cancelled unless

specifically adopted by the Receiver within ninety (90) days of the date of this

10




Order or from the date of the Receiver’s actual knowledge of the existence of
such contract, whichever is later. “Actual Knowledge” means the Réceiver has in
its possession the original of a written contract to which the Respondent is a party,
and the Receiver has notified the vendor in writing acknowledging the existence
of the contract. Any vendor, including but not limited to, any and ali employees /
contractors of insurer, claiming the existence of a contractual relationship with the
insurer shall provide notice to the Receiver of such relationship. This notice shall
includ(;, any and all documents and information regarding the terms and conditions
of the coﬁtract, 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 in.fonnation may result in vendors’ contractual rights not
being recognized by the Receiver. The nghts 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.

BB. All affiliated companies and associations, specifically but not
limited to Poe Financial Group, Inc., Poe Investments, Inc.,, Poe Insurance
Holdings, LLC, Poe Insurance Managers, LLC, Mariah Claims Services, LLC,
and Poe and Associates Insurance Agency, LLC, shall be directed to make their
books and records available to the Receiver, 1o include all records located in any
premises occupied by said affiliate, whether corporate records or not, and to

provide copies of any records requested by the Receiver whether or not such
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records are related to Respondent. The Receiver would have title to all policy files
and other records of, and relating to Respondent, whether such documents are
kept in offices occupied by an affiliate company or any other person, corporation,
or association. The Receiver shall be authorized to take possession of any such
records, files, and documents, and to remove them to any location in the
Receiver’s discretion. Any disputed records shall not be withheld from the
Receiver’s review, but shall be safeguarded and presented to this Court for review

prior to copying by the Receiver.

CC. The Receiver shall have complete access to all computer records of

the Respondent and its affiliates.

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

contempt of Court for violation of the provisions of this Order.

16.  Pursuant to Part I of Chapter 631, Florida Statutes, FIGA will assume the
obligations with regard to the payment of claims and unearned premium. In order to
reduce the administrative costs associated with this receivership, the uneamed premium
associated with those policyholders transitioned to Citizens, shall be paid by FIGA
directly to Citizens in accordance with relevant state statutes, and the Receiver’s
proposed Plan of Liquidation and Transition (the “'Liquidation Plan™) as approved by this
Court. Any unearned premium shall be processed in accordance with the provisions of

Section 631.50, et.seq., Florida Statutes.
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17.  Allinsurance policies issued by Respondent which have not been canceled
as a result of action by the policyholder or for non-payment of premiumi prior to 12:01
am., July 1, 2006 are canceled as of that time or such earlier date and time as determined
necessary by the Recetver to facilitate policyholders' obtaining coverage in the admitted
market.

18,  Effective 12:02 am., July 1, 2006, eligible policyholders not obtaining
offers of coverage in the admitted market and whose policies are canceled as of 12:01,
am., July 1, 5006 pursuant to this order will be provided coverage by Citizens Property
Insurance Corporation, provided the Court approves the Receiver’s proposed Liquidation
Plan. In the event the parties are unable to agree to a Liquidation Plan, the Court intends
to enter, effective 12:02a.m. July 1, 2006, an Order providing that Citizens assume
policies or otherwise provide coverage for the policyholders, pursuant to Section
627.351(6)(v)6, Florida Statutes (2006). The coverage provided by Citizens for this
group of policyholders shall be for the remaining term of the policy originally issued by
Respondent., Citizens shall provide proof of coverage and pertinent information to
policyholders as soon as practicable beginning July 1, 2006.

19.  Subject to Court approval of the Liquidation Plan, the coverage provided
by Citizens will be at the terms, rates and conditions in the policy issued by Atlantic
Preferred Insurance Company, including any endorsements made prior to 12:01a.m., July
1, 2006. The coverage provided by Citizens will be for the same term as the policy issued
by Atlantic Preferred Insurance Company, including any endorsements made prior to

12:0la.m., July 1, 2006. Any policy which expires after 12:01a.m., July 1, 2006 and is
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subsequently renewed by Citizens shall be renewed at Citizen’s rates as filed with and
approved by the Florida Office of Insurance Regulation.

20, A policyholder is ineligible for transition coverage to replace a policy
cancelled by this order if: (a) it is a personal lines policyholder that has received an offer
of coverage from an admitted carier; (b) it is a commercial lines policyholder that has
received an offer of coverage from an admitted or surplus lines carrier; (c) it is a
policybolder with coverage written on a form that is not a personal residential policy, a
commercial r.csi_dential policy, or commercial nonresidential policy, of the type that
Citizens is authorized to issue under Section 627.351(6); (d) the policyholder has
obtained replacement coverage for the cancelled policy; or (e) it is a commercial lines
policyholder and, instead of providing Transition Coverage, Citizens offers to provide
coverage using its own forms, rates, rules, and systems.

CONTINUATION OF INVESTIGATION

21.  The Receiver shall be authorized to conduct an investigation as authorized
by Section 631.391, Florida Statutes, of Respondent and its affiliates, as defined above, to
uncover and make fully available to the Court the true state of Respondent’s financial
affairs. In furtherance of this investigation, Respondent and its parent comomtions, its
subsidiaries, and affiliates shall be required to make all books, documents, accounts,
records, and affairs, which either belong to or pertain to the Respondent, available for
full, free and unhindered inspection and examination by the Receiver during normal
business hours (9:00 a.m. to 5:00 p.m.) Monday through Friday, from the date of the
Order. The Respondent and the above specified entities shall be required to cooperate

with the Receiver to the fullest extent required by Section 631.391, Flonda Statutes.
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Such cooperation shall include, but not be limited to, the taking of oral testimony under
oath of Respondent’s officers, directors, managers, trustees, agents, adjustets, employees,
6r independent contractors of Respondent, its affiliates and any other person who
possesses any executive authority over, or who exercises any contro! 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.

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

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

NOTICE OF AUTOMATIC STAY

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

entry of this order, and which prohibits:
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A. The commencement or continuation of judicial, administrative or
other action or proceeding against the insurer or against its asset§'or any part
thereof;

B. The enforcement of judgment against the insurer or an affiliate,
provided that such affiliate is owned by or constitutes an asset of Respondent,
obtained either before or after the commencement of the delinquency proceeding;

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

.D. Any act to create, perfect or enforce a lien against property of the
insurer, except a secured claim as defined in Section 631.011(17), Florida
Statutes;

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

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

24.  Notice is further given that, pursuant to Section 631.67, Florida Statutes,

all proceedings in which the Respondent is a party or is obligated to defend a party in any

court or before any quasi-judicial body or administrative board in this state shall be

stayed for (6) months, or for a period of time greater than six (6) months from the date of

this Order, granted by a court of competent jurisdiction.

25. Al Sheriffs and all law enforcement officials of the state shall cooperate

with and assist the Receiver in the implementation of this Order.

26.  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 appropnate.
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27. The Respondent is ordered into liquidation receivership effective
12:01a.m., June 1, 2006.

DONE and ORDERED in Chambers at the Leon County Courthouse in

Tallahassee, Leon County, Florida this${_day of mw._ua/ , 2006.

<%
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CIRCUIT JUDGE
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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,

v.

CASE NO.: 2006-CA-001198
FLORIDA PREFERRED PROPERTY
INSURANCE COMPANY,

A Florida Corporation,

Respondent.
/

ORDER APPOINTING THE FLORIDA DEPARTMENT OF
FINANCIAIL SERVICES AS RECEIVER OF FLORIDA PREFERRED
PROPERTY INSURANCE COMPANY FOR PURPOSES OF LIQUIDATION,
POLICY TRANSITION, AND NOTICE OF AUTOMATIC STAY

THIS CAUSE was considered on the Court’s Order to Show Cause as to why the
Department of Financial Services (hereinafter the “Department”) should not be appointed
as Receiver of Florida Preferred Property Insurance Company (hereinafter the
“Respondent”) for purposes of Liquidation. The Court having reviewed the pleadings of
record,bhaving heard presentation of counsel, and otherwise being fully informed in the
premises finds that:

1. Respondent is a Florida corporation with its principal place of business at
302 Knights Run Avenue, Suite 700, Tampa, Florida 33602. Respondent is authorized to
conduct business as a property and casualty insurer in the state.

2, Section 631.061, Florida Statutes, authorize.s the Department to apply to

this Court for an Order directing it to liquidate a domestic insurer upon the existence of




any grounds specified in Section 631.051, including, but not limited to, a finding that the
insurer is “in such condition or is using or has been subject to such methods or practices
in the conduct of its business, as to render its further transaction of insurance presently or
prospectively hazardous 1o its policyholders, creditors, stockholders, or the public.”

3. By letter dated May 9, 2006, to the Honorable Tom Gallagher, Chief
Financial Officer of the State of Florida, Kevin McCarty, Commissioner of the Florida
Office of Insurance Regulation, recommended that delinquency proceedings, pursuant to
Chapter 631, i’lon'da Statutes, be initiated against Florid‘a Preferred Property Insurance -
Company. This letter also details a recommended plan for placing the company into
liquidation receivership, payment of claims by the Florida Insurance Guaranty
Association (hereinafter “FIGA™) and that Citizens Property Insurance Corporation
(hereinafter “Citizens”) would orderly transition policyholders with coverage from
Respondent into Citizens provided the policyholders were not offered alternative
coverage in the admitted market.

4. This Court entered an Order to Show Cause, based on the Department’s
prima facie case showing that the Respondent is violating Sections 631.051(1) and (3),
and Section 631.061(1), Florida Statutes. Respondent is insolvent within the meaning of
Sections 631.061(1), 631.051(1) and 631.011(14), Florida Statutes. Further, the
Respondent lacks sufficient catastrophic reinsurance coverage to mitigate its exposure to
possible hurricane losses rendering its further transaction of insurance presently and
prospectively hazardous to its policyholders, creditors and the public.

5. Section 631.021(3), Florida Statutes, provides that a delinquency

proceeding pursuant to Chapter 631, Florida Statutes, constitutes the sole and exclusive



method of liquidating, rehabilitating, reorganizing, or conserving an insurer. Further,
Section 631.025(2), Florida Statutes authorizes the Department to initiate delinquency
proceedings against any “insurer” if the statutory grounds are present as to that insurer.

6. On May 25, 2006, the Respondent consented to the entry of an Order of
Liquidation effective June 1, 2006.

7. The Respondent is insolvent in that it is unable to pay its debts as they
become due in the usual course of business and accordingly, Respondent is insolvent
within the mez.ming of Sections 631.011(12), (14), and 631.051(1), Florida Statutes. If all
Respondent’s statutorily admitted assets were made immediately available, the
Respondent’s liabilities exceed its statutorily admitted assets.

8. The Respondent sustained significant losses as a result of the eight
hurricanes which made landfall in Florida during the 2004 and 2005 hurricane seasons.
These losses were, to a large degree, mitigated by Respondent’s program of reinsurance,
which transferred the exposure to other insurers. Coverage under the Respondent’s
reinsurance contract, which expires June 30, 2006, has been virtually exhausted. Thus, if
a hurricane makes landfall in Florida before June 30, 2006, Florida Preferred Property
Insurance Company will likely sustain losses for which there will not be adequate
reinsurance coverage under the contract. This would further exacerbate the Respondent’s
insolvency. The Respondent has no reinsurance coverage for the next contract year (July
1, 2006 — June 30, 2007).

9. Therefore, the Respondent is in violation of Section 631.051(3), Florida
Statutes, in that it is in “such condition or is using or has been subject to such methods or

practices in the conduct of its business, as to render its further transaction of insurance



presently or prospectively hazardous to its policyholders, creditors, stockholders, or the
public.”

10.  The Respondent has approximately 139,000 policyholders who must be
transitioned to a solvent insurer prior to the beginning of hurricane season.

11.  The Respondent must be liquidated immediately to protect the remaining
assets of Respondent for the benefit of its policyholders, creditors and the public, as well
as assuring for the orderly transition of these policyholders to one or more solvent
insurers. |

12.  In light of the Respondent’s consent to liquidation and by virtue of the
Respondent’s failure to have adequate catastrophe reinsurance, and its insolvency;. the.
Court finds that it is in the best interests of Respondent and its creditors and insureds that
the relief requested be granted.

THEREFORE, IT IS ORDERED AND ADJUDGED as follows:

13, The Department of Financial Services of the State of Florida shall be

appointed Receiver of Respondent for purposes of liquidation.

14.  The Receiver shall be authorized and directed to:

A Take immediate possession of all the property, assets, and estate,
and all other property of every kind whatsoever and wherever located belonging
to Respondent pursuant to Sections 631.111 and 631.141, Florida Statutes,
including but not limited to: offices maintained by the Respondent., rights of
action, books, papers, evidences of debt, bank accounts, savings accounts,
certificates of deposit, stocks, bonds, debentures and other securities, mortgages,

furniture, fixtures, office supplies and equipment, wherever situate and however



titled, whether in the possession of Respondent or its officers, directors, trustees,
employees, consultants, attorneys, agents or affiliates and all real property of
Respondent, wherever situate, whether in the possession of Respondent or its

officers, directors, trustees, employees, consultants, attorneys, agents or affiliates.

B. Liquidate the assets of Respondent, including but not limited to,
funds held by Respondent’s agents, subagents, producing agents, brokers,
solicitors, service representatives or others under agency contracts or otherwise
which are due and unpaid to Respondent, including premiums, uneamed

commissions, agents’ balances, agents’ reserve funds, and subrogation recoveries.

C. 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 Receiver or coming into its possession.

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

E. Not defend or accept service of process on legal actions wherein
the Respondent, the Receiver, or the insured is a party defendant, commenced
either prior to or subsequent to the order, without authorization of this Court;
excepl, however, in actions where Respondent is a nominal party, as in certain

foreclosure actions, and the action does not affect a claim against or adversely



affect the assets of Respondent, the Receiver may file appropriate pleadings in its

discretion.

F, Commence and maintain all legal actions necessary, wherever

necessary, for the proper administration of this receivership proceeding.

G Collect all debts which are economically feasible to collect which

are due and owing to the Respondent.

‘H. Deposit funds and maintain bank accounts in accordance with

Section 631.221, Florida Statutes.

1 Take possession of all Respondent’s securities and certificates of
deposit on deposit with the Treasurer of Florida or any similar official of any
other state, if any, and convert to cash as much as may be necessary, in its

Jjudgment, 1o pay the expenses of administration of this receivership.

1. Publish notice specifying the time and place fixed for the filing of
claims with the Receiver once each week for three consecutive weeks in the
Florida Administrative Weekly published by the Secretary of State, and at least
once in the Florida Bar News and to publish notice by similar methods in all

states where Respondents may have issued insurance policies.

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

order of this Court,

L. Sell any salvage recovered property having value of not more than

Twenty Thousand Dollars ($20,000.00) without further order of this Court.



M. Give notice of this proceeding to Respondent’s agents pursuant to
Section 631.341, Florida Statutes, and to its insureds, if any.

N. 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 jts business are

discharged forthwith.

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

notwithstanding the provisions of the above paragraph.

P. Title to all property, real or personal, all contracts, rights of action
and all books and records of Respondent, wherever located, is vested in the

Receiver pursuant to Sections 631.111 and 631.141, Florida Statutes.

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

FIGA. All attorneys employed by Respondent shall be advised that pursuant to



Section 631.011(17), Florida Statutes, a claim based on mere possession does not
create a secured claim and all attorneys employed by Respondent;. pursuant to In
Re the Receivership of Syndicate Two, Inc., 538 So.2d 945 (Fla. 1* DCA 1989),
who are in possession of litigation files or other material, documents or records
belonging to or relating to work performed by the attorney on behalf of
Respondent shall be required to deliver such litigation files, material, documents
or records intact and without purging to FIGA, on request, notwithstanding any
claim (;f a retaining lien which, if otherwise valid, shall not be extinguished by the

delivery of these documents.

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

Receiver.

S. Any premium finance company which has entered into a contract
to finance a premium for a policy which has been issued by the Respondent shall

be required to pay any premium owed to the Respondent directly to the Receiver.



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

or intermediary.

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

of the receivership.

V. Any bank, savings and loan association, or other financial
institution which has on deposit, in its possession, custody or control any funds,
accounts and any other assets of the Respondent, shall be required to immediately
transfer title, custody and control of all such funds, accounts and other assets to
the Receiver. The Receiver shall be authorized to change the name of such
accounts and other assets, withdraw them from such bank, savings and loan
association or other financial institution, or take any lesser action necessary for
the proper conduct of this receivership. No bank, savings and loan association or
other financial institution shall be permitted to exercise any form of set-off,
alleged set-off, lien, any form of self-help whatsoever, or refuse to transfer any

funds or assets to the Receiver’s control without the permission of this Court.

W.  Any entity fumnishing telephone, water, electric, sewage, garbage

or trash removal services to the Respondent shall be required to maintain such



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

unless instructed to the contrary by the Receiver.

X. Any data processing service, which has custody or control of any
data processing information and records including but not limited to source
documents, data processing cards, input tapes, all types of storage information,
master tapes or any other recorded information relating to the Respondent shall be
requirqd to transfer custody and control of such records to the Receiver. The
Receiver shall be authorized to compensate any such entity for the actual use of
hardware and software which the Receiver finds to be necessary to this
proceeding. Compensation shall be based upon the monthly rate provided fo; 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 Receiver,

for the actual time such equipment and software is used by the Receiver.

Y.  The United States Postal Service shall be directed to provide any
information requested by the Receiver regarding the Respondent and to handle

future deliveries of Respondent’s mail as directed by the Receiver.

Z. All claims shall be filed with the Receiver on or before 11:59 p.m.
on June 1, 2007 or be forever barred, and all such claims shall be filed on proof of

claim forms prepared by the Receiver.

AA. Except for contracts of insurance, all executory contracts to which
the Respondent was a party shall be cancelled and stand cancelled unless
specifically adopted by the Receiver within ninety (90) days of the date of this

Order or from the date of the Receiver’s actual knowledge of the existence of
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such contract, whichever is later, “Actual Knowledge™ means the Receiver has in
its possession the original of a written contract to which the Respondent is a party,
and the Receiver has notified the vendor in writing acknowledging the existence
of the contract. Any vendor, including but not limited to, any and all employees /
contractors of insurer, claiming the existence of a contractual relationship with the
insurer shall provide notice to the Receiver of such relationship. This notice shall
include any and all documents and information regarding the terms and conditions
_ of the 'contract, including a copy of the written contract between the vendor and
the insurer, if any, what services or goods were provided pursuant to the contract,
any current, future and/or past due amounts owing under the contract, and any
supporting documentation for third party services or goods provided, Failure to
provide the required information may result in vendors’ contractual rights not
being recognized by the Receiver. The righfs 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,

BB. All affiliated companies and associations, specifically but not
limited to Poe Financial Group, Inc., Poe Investments, Inc., Poe Insurance
Holdings, LLC, Poe Insurance Managers, LLC, Mariah Claims Services, LLC,
and Poe and Associates Insurance Agency, LLC, shall be directed to make their
books and records available to the Receiver, to include all records located in any
premises occupied by said affiliate, whether corporate records or not, and to
provide copies of any records requested by the Receiver whether or not such

records are related to Respondent. The Receiver would have title to all policy files
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and other records of, and relating to Respondent, whether such documents are
kept in offices occupied by an affiliate company or any other person, corporation,
or association. The Receiver shall be authorized to take possession of any such
records, files, and documents, and to remove them to any location in the
Receiver's discretion. Any disputed records shall not be withheld from the
Receiver’s review, but shall be safeguarded and presented to this Court for review

prior to copying by the Receiver.

CC. The Receiver shall have complete access to all computer records of

the Respondent and its affiliates,

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

contempt of Court for violation of the provisions of this Order.

15.  Pursuant to Part II of Chapter 631, Florida Statutes, FIGA will assume the

obligations with regard to the payment of claims and uneamned premium. In order to

reduce the administrative costs associated with this receivership, the uneamed premium

associated with those policyholders transitioned to Citizens, shall be paid by FIGA

directly to Citizens in accordance with relevant state statutes, and the Receiver’s

proposed Plan of Liquidation and Transition (the “‘Liquidation Plan™) as approved by this

Court. Any unearned premijum shall be processed in accordance with the provisions of

Section 631.50, et.seq., Florida Statutes.

16.  All insurance policies issued by Respondent which have not been canceled

as a result of action by the policyholder or for non-payment of premium prior to 12:01

12



a.m., July 1, 2006 are canceled as of that time or such earlier date and time as determined
necessary by the Receiver to facilitate policyholders' obtaining coverage in the admitted
market.

17.  Effective 12:02 a.m,, July 1, 2006, eligible policyholders not obtaining
offers of coverage in the admitted market and whose policies are canceled as of 12:01,
a.m., July 1, 2006 pursuant to this order will be provided coverage by Citizens Property
Insurance Corporation, provided the Court approves the Receiver’s proposed Liquidation
Plan. In the e\;cnt the parties are unable to agree to a Liquidation Plan, the Couﬁ intends
to enter, effective 12:02a.m. July 1, 2006, an Order providing that Citizens assume
policies or otherwise provide coverage for the policyholders, pursnant to Section
627.351(6)(v)6, Florida Statutes (2006). The coverage provided by Citizens for this
group of policyholders shall be for the remaining term of the policy originally issued by
Respondent. Citizens shall provide proof of coverage and pertinent information to
policyholders as soon as practicable beginning July 1, 2006.

18.  Subject to Court approval of the Liquidation Plan, the coverage provided
by Citizens will be at the terms, rates and conditions in the policy issued by Florida
Preferred Property Insurance Company, including any endorsements made prior to
12:01a.m., July 1, 2006, The coverage provided by Citizens will be for the same term as
the policy issued by Florida Preferred Property Insurance Company, including any
. endorsements made prior to 12:0la.m., July 1, 2006. Any policy which expires after
12:01a.m., July 1, 2006 and is subsequently renewed by Citizens shall be renewed at

Citizen’s rates as filed with and approved by the Florida Office of Insurance Regulation.
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19. © A policyholder is ineligible for transition coverage to replace a policy
cancelled by this order if: (a) it is a personal lines policyholder that has received an offer
of coverage from an admitted carrier; (b) it is a commercial lines policyholder that has
received an offer of coverage from an admitted or surplus lines carrier; (c) it is a
policyholder with coverage written on a form that is not a personal residential policy, a
commercial residential policy, or commercial nonresidential policy, of the type that
Citizens is authorized to issue under Section 627.351(6); (d) the policyholder has
obtained repla;:ement coverage for the cancelled policy; or (¢) it is a commercial lines
policyholder and, instead of providing Transition Coverage, Citizens offers to provide
coverage using its own forms, rates, rules, and systems.

CONTINUATION OF INVESTIGATION

20.  The Receiver shall be authorized to conduct an investigation as authorized
by Section 631.391, Florida Statutes, of Respondent and its affiliates, as defined above, to
uncover and make fully available to the Court the true state of Respondent’s financial
affairs. In furtherance of this investigation, Respondent and its parent corporations, its
subsidiaries, and affiliates shall be required to make all books, documents, accounts,
records, and affairs, which either belong to or pertain to the Respondent, available for
full, free and unhindered inspection and examination by the Receiver during normal
business hours (9:00 am. to 5:00 p.m.) Monday through Friday, from the date of the
Order. The Respondent and the above specified entities shall be required to cooperate
with the Receiver to the fullest extent required by Section 631.391, Florida Statutes.
Such cooperation shall include, but not be limited 1o, the taking of oral testimony under

oath of Respondent’s officers, directors, managers, trustees, agents, adjusters, employees,
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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.

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

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

NOTICE OF AUTOMATIC STAY

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

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

thereof;
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B. The enforcement of judgment against the insurer or an affiliate,
provided that such affiliate is owned by or constitutes an asset of Respondent,
obtained either before or after the commencement of the delinquency proceeding;

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

D. Any act to create, perfect or enforce a lien against property of the
insurer, except a secured claim as defined in Section 631.011(17), Flonda
Statutes;

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

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

23.  Notice is further given that, pursuant to Section 631.67, Florida Statutes,
all proceedings in which the Respondent is a party or is obligated to defend a party in any
court or before any quasi-judicial body or administrative board in this state shall be
stayed for (6) months, or for a period of time greater than six (6) months from the date of
this Order, granted by a court of competent jurisdiction.

24. Al Sheriffs and all law enforcement officials of the state shall cooperate
with and ass.ist the Receiver in the implementation of this Order.

25.  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.

26, The Respondent is ordered into liguidation receivership effective

12:01a.m., June 1, 2006,
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IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT IN AND
FOR LEON COUNTY,.FLORIDA

In Re: The Receiverships of

SOUTHERN FAMILY CASE NO.: 2006-CA-001060
INSURANCE COMPANY,

A Florida Corporation,

ATLANTIC PREFERRED CASE NO.: 2006-CA-001083
INSURANCE COMPANY,
A Florida Corporation,

and

FLORIDA PREFERRED PROPERTY CASE NO.: 2006-CA-001198
INSURANCE COMPANY,
A Florida Corporation,

Respondent.
/

RECEIVER’S PLAN OF LIQUIDATION AND TRANSITION

The Florida Department of Financial Services as Receiver (hereinafter the
*“Receiver”) of Southem Family Insurance Company, Atlantic Preferred Insurance
Company, and Florida Preferred Property Insurance Company (hereinafter the
“Respondents”), hereby submits this Liquidation and Transition Plan (hereinafter the
“Liquidation Plan’) on behalf of itself, Citizens Property Insurance Corporation
(hereinafter “Citizens™) and the Florida Insurance Guaranty Association (hereinafter
“FIGA™).

1. Effective June 1, 2006, the Court has entered Orders Appointing the Florida
Department of Financial Services as Receiver of Southem Family Insurance Company,
Atlantic Preferred Insurance Company and Flonida Preferred Property Insurance Company

for Purposes of Liquidation, Policy Transition, and Notice of Automatic Stay” (hereinafter




the “Liquidation Orders”).

2. To the extent that this Liquidation Plan contains provisions that are
inconsistent with provisions that are contained in the Liquidation Orders, the provisions in
the Liquidation Plan shall control.

3. As found in the forgoing Orders, by letters dated April 25, 2006, May 1,
2006, and May 9, 2006, to the Honorable Tom Gallagher, Chief Financial Officer of the
State of Florida, Kevin McCarty, Commniissioner of the Florida Office of Insurance
Regulation (h~ereinaﬂer the “Office”), recommended that delinquency proceedings,
pursuant to Chapter 631, Florida Statutes, be initiated against Respondents. These letters
detail a plan for placing each company into liquidation, for payment of claims by FIGA
and for the orderly transition of policyholders with coverage from the Respondents into
Citizens provided the policyholders were not offered alternative coverage in the admitted
market or, where applicable, in the surplus lines market.

4. Recognizing the plan for the orderly transition of coverage for
Respondents’ policyholders, the Florida Legislature, in Senate Bill 1980, signed into law
by Governor Bush on May 16, 2006, provides in section 627.351(6)(v)6, Flonida Statutes,
effective July 1, 2006: ““(v) Notwithstanding any other provision of law: . . . (6) If ordered
by a court of competent jurisdiction, [Citizens] may assume policies or otherwise provide
coverage for policyholders of an insurer placed in liquidation under chapter 631, under
such forms, rates, terms, and conditions as [Citizens] deems appropriate, subject to
approval by the [O]ffice.”

5. In this Liquidation Plan, Citizens will provide new coverage for

Respondents’ eligible policyholders whose policies are cancelled pursuant to the



Liquidation Orders, such coverage to go into effect immediately following the
cancellation of Respondents’ policies. Citizens will utilize Respondents! forms, rates,
and rules through the expiration of the original policy periods. Additionally, Citizens
will utilize the computer systems of Respondents’ affiliates as needed to administer the
policies and claims associated with the new coverage being provided to policyholders
under this Liquidation Plan. Over a twelve-month period, upon the expiration of the
original policy periods, Citizens will be rewriting such policies on Citizens’ own systems
using Citizens; normal forms and rates over a twelve-month period.

6. The Receiver represents that it is in the best interest of Respondents’
policyholders to keep their coverage with Respondent in effect until 12:01 am on July 1,
2006 to fully utilize Respondents’ current 78% quota share reinsurance contracts.

7. Citizens and the Receiver represent that, without the transition plan
provided for herein, on July 1 as many as 320,000 of Respondents’ policyholders will be
without coverage; approximately 1,500 of Respondents’ independent agents will be
scrambling to find markets and are likely to find that Citizens is the only available
market; these independent agents will be burdened with re-writing customers into
Citizens using a Citizens application, a Citizens form, and a Citizens rate in a short period
of time and right at the start of the Hurricane Season; and that is impossible, not only for
agents, but also for Citizens, as 320,000 policies is eight times the number of policies that
Citizens and its more than 7,000 agents write in a single month; and there is nothing that
Respondents’ agents can do ahead of time, because these insureds are ineligible for

Citizens until they are cancelled by the Liquidation Order on July 1, 2006.

8. Citizens, the Receiver, and FIGA further represent that, as of July 1,



Respondents’ insureds will not have any returned uneamed premium to apply toward the
purchase of a Citizens policy; they will be required to file individual claims with FIGA
for the return of the unearned premium, which could be a very costiy and time consuming
process.

9. Citizens represents that it has no installment payment plan, so
Respondents’ insureds will have to pay out of pocket or borrow to pay their premium (a
temporary double payment for many, since they already paid for their coverage from the
Respondents); Respondents’ rates are substantially lower than those of Citizens, so these
insureds would be required to pay higher premiums for the rémaihing term of coverage
than they would have under this Transition Plan.

10.  Citizens represents that its providing of coverage using Respondents’
forms and rates as proposed in this Liquidation Plan will be at a substantial discount to
the rates that Citizens would otherwise charge for similar coverage using its own rates
and forms; that Citizens’ providing of coverage using Respondents’ forms and rates and
the computer systems of Respondents’ affiliates is more difficult for Citizens to
implement than were it to use its own forms, rates and systems; and that Citizens’
willingness to agree to the Liquidation Plan as authorized by section 627.351(6)(v)6,
Florida Statutes, is conditioned upon: 1) the agreement of the Receiver and FIGA to all
terms and conditions of the Liquidation Plan, and 2) the approval of the Liguidation Plan
by the Court and the Office.

The terms and conditions of this Liquidation Plan are as follows:
11.  Through their execution below, the Receiver, Citizens and FIGA hereby

agree to this Liquidation Plan, provided, however, that this Liquidation Plan shall not be



effective unless it is ordered by the Court and approved by the Office as provided in Section
627.351(6)(v)6, Florida Statutes, as added by 2006 Senate Bill 1980.

12.  Citizens will make one or more filings with the Office for approval of
Citizens’ coverage using Respondents’ forms, rates, and rules as Citizens’ foxlrn, rates and
rules for the remaining original policy periods of Respondents’ policies.

13.  Effective 12:01 am., July 1, 2006, those eligible policyholders whose
policies were canceled as of 12:01, a.m., July 1, 2006 pursuant to the Liquidation Orders
will be providéd covérage by Citizens under this Liquidation Plan, without the need of
filing an application with Citizens or paying premium already paid to Respondents,, such
coverage being provided using Respondents® forms, rates, and rules as approved by the
Office for use by Citizens (hereinafter the “Transition Coverage”™).

14.  As a condition to Citizens’ providing Transition Coverage to former
policyholders of Respondents for the period after Respondents’ policies are cancelled
pursuant to the Liquidation Orders until the policies would otherwise have expired or
been renewed, (i) Citizens is hereby assigned the entirety of the uneamed premium, paid
or not paid, that is associated with such cancelled policies, including unearned
commissions; and (ii) FIGA shall pay such uneamed premium to Citizens as provided in
this paragraph provided that the amount of such payment to Citizens will be reduced: (a)
by the amount of the unearned commission of Respondents’ independent agents (for
which Citizens retains its assignment), except that the unearned premium payable by
FIGA to Citizens under this section shall not be reduced by the Poe Unearned
Commission as defined below; and (b) the amount of unearned premium that is unpaid by

Respondents’ policyholders (for which Citizens retains its assignment).



15, Pursuant to the Managing General Agency Agreement between Poe
Insurance Managers, Inc. (“‘MGA”) and Respondents, Respondents paid to.or owed MGA
“a flat fee of 26.5% of each Company’s gross premiums written, less pass through
surcharges, and net of cancellations.” Because the policies of Responden.ts are being
cancelled pursuant to the Liquidation Orders, the fee payable to MGA is reduced by such
cancellations. For purposes of this Liquidation Plan, “Poe Unearned Commission” means
that amount of the 26.5% MGA fee attributable to the uneamed premium, excluding the
unearned com:ﬁission paid or payable to Respondent's independent agents, but including the
unearned commission paid or payable to Respondent’s affiliates and employcd agents.

16. In order to reduce the administrative costs associated with this
receivership, the uneamed premium associated with the Transition Coverage shall be paid
by FIGA directly to Citizens in no more than six (6) semi-annual payments with the first
payment due upon notification by the Receiver of the unearned premium calculated to be
due Citizens. The Receiver shall make its best efforts to provide FIGA with notification
of this uneamed premium calculation prior to October 1, 2006.

17.  Since Citizens will not have received from FIGA the entirety of the unearned
premium prior to the expiration of all Transition Coverage, in the event of the early
cancellation of any Transition Coverage by Citizens or the policyholder, that cancelled
policyholder shall have a pro-rata unearmned premium claim payable by FIGA with a
corresponding reduction in the amount of unearned premium due from FIGA to Citizens.

18. A policyholder is ineligible for Transition Coverage to replace a policy
cancelled by the Liquidation Orders if: (a} it is a personal lines policyholder that has

received an offer of coverage from an admitted carrier; (b) it is a commercial lines



policyholder that has received an offer of coverage from an admitted or surplus lines
carrier; (c) it is a policyholder with coverage written on a form that is-not a personal
residential policy, a commercial tesidential policy, or commercial nonresidential policy,
of the type that Citizens is authorized to issue under Section 627.351(6); (d) the
policyholder has obtained replacement coverage for the cancelled policy; (e) it is a
commercial lines policyholder and, instead of providing Transition Coverage, Citizens
offers to provide coverage using its normal forms, rates, rules, and systems; (f) the
coverage of ‘a Respondent’s policyholder has been cancelled other than by the
Liguidation QOrders.

19. A policyholder of Respondents who is not eligible for Transition Coverage
may still be eligible for coverage from Citizens under regular eligibility rules, application
processes, and using the forms, rates, rules, and systems that Citizens normally uses.

20.  With respect to policyholders who niay be eligible for Transition
vaqrage, Citizens shall issue a “Notice of Offer of Automatic Coverage” evidencing
Citizens’ offer to provide coverage to such policyholders in accordance with this
Liquidation Plan w.ithout any further action on the part of the policyholders. The
Receiver and Citizens shall work together and share costs of providing appropriate
information to the policyholders and agents regarding the cancellation of coverage and
the subsequent Transition Coverage offered by Citizens. While Citizens will not be
issuing any evidence of coverage other than the Notice of Offer of Automatic Coverage,
eligible policyholders may rely on the declaration pages and other policy forms from
their coverage with Respondents for details of the Transition Coverage.

21.  Respondents shall cover losses occurring before 12:01 aum., July 1, 2006.



Citizens’ Transition Coverage shall cover losses occurring on or after 12:01 a.m.,, July 1,
2006.

22.  Transition Coverage shall automatically terminate at the end of
Respondents’ remaining original policy periods, regardless of whether Citizens issues a
notice of cancellation or non-renewal. Citizens will notify the policyholders having
Transition Coverage, and notify their agents, that upon the expiration of the Transition
Coverage such policyholders may be eligible for coverage with Citizens utilizing its own
forms, rates, and rules. Citizens will also make reasonable efforts to automate, if possible,
and ease the application process by such policyholders and their agents to avoid a lapse in
coverage.

23.  With respect to the business and policies of Respondents and their
affiliates, Citizens has no liabilities of any nature whatsoever. In accordance with
Section 627.351(6), Florida Statutes, Citizens has no extra-contractual habilities,
including common law or statutory liability for bad faith, for Transition Coverage.

24.  The Receiver and Citizens shall cooperate fully with one another to
facilitate Citizens’ duties under the Liquidation Plan. In that regard, at no cost to
Citizens, the Receiver will make available for use by Citizens, its employees, and its
third-party vendors through at least December 31, 2006, any access the Receiver has to
the facilities, hardware, software, applications, data, and other documents, books and
records of Respondents and Respondents’ affiliates controlled by Receiver under the
Liquidation Orders (“Receiver Facilities, Records, and Systems”). The purpose of this
access 1s to facilitate Citizens’ servicing of the Transition Coverage and associated claims

using Respondents’ forms, rates and rules and Citizens’ ability to issue financial reports



associated with the Transition Coverage and associated claims. To the extent reasonably
practical, the facilities that the Receiver provides to Citizens shall be secure and
substantially segregated from the facilities used by the Receiver, FIGA, and
Respondents’ affiliates. In the event that the Receiver’s access to the Receiver Facilities,
Records, and Systems is impaired or eliminated, the Receiver shall immediately notify
Citizens, and all parties shall seek relief and guidance from the Court to address any
concems arising from the lack of access.

25. -In the event that Citizens has Transition Coverage outstanding under the
Liguidation Plan in the event that it receives notice from the Receiver of the impairment
or elimination of access to the Receiver Facilities, Records, and Systems, Citizens may at
its discretion, and upon approval of this Court, cancel Transition Coverage immediately
or as otherwise ordered by the Court, in which event any cancelled policyholder may
apply for coverage with Citizens if it is otherwise eligible in accordance with Section
627.351(6), Florida Statutes.

26.  The Receiver will use its best efforts (i) to provide for security, disaster
recovery, and backup of the systems of Respondents’ affiliates that Citizens and FIGA
will be using to service the Transition Coverage and associated claims; (ii) to preserve the
licenses that enable Citizens and FIGA to use such systems; and (iii) to provide Citizens
with data feeds to enable it, if possible, to automate the rewriting of policies using its own
systems.

27.  The parties hereto shall take measures to protect the confidentiality and
privacy of policyholder and claimant information with respect to the policyholders and

claimants of Respondents and Citizens to the extent required by law.



28. At its discretion, Citizens may provide Transition Coverage under this
Liquidation Plan directly or through its appointed agents. Pursuant to Section
627.351(6)(v)6, Florida Statutes, as added by 2006 Senate Bill 1980, Citizens will not be
using the services of Respondents or Respondents’ affiliates or any licensed insurance
agents who are employees of Respondents or Respondents’ affiliates.

29.  Citizens may subsequently apply to this Court for an order providing for
the assignment to Citizens of Respondents’ reimbursement contract with the Florida
Hurricane Cafastrophe Fund, as provided in Section 215.555(5)(e), Flonda Statutes, as
added by 2006 Senate Bill 1980.

30.  The Receiver, Citizens, and FIGA will cooperate with one another with
respect to their servicing of policies and claims under this Liquidation Plan.

31.  The Receiver, Citizens, or FIGA may petition this Court for modifications
to the Liguidation Plan. The Receiver, Citizens, and FIGA, may enter into other

agreements to facilitate the terms and conditions of this Liquidation Plan.

Respectfully submitted this 1% day of June 2006, and agreed to by:

Y (Tl

LORIDA DEFARTMENT OF
FINANCIAL SERVICES

CITIZENS PROPERTY INSURANCE
CORPORATION

FLORIDA INSURANCE
GUARANTY ASSOCIATION

10



28. At its discretion, Citizens may provide Transition Coverage under this
Liguidation Plan directly or through its appointed agents. Pursuar;f to Section
627.351(6)(v)6, Florida Statutes, as added by 2006 Senate Bill 1980, Citizens-will not be
using the services of Respondents or Respondents’ affiliates or any licensed insurance
agents who are employees of Respondents or Respondents” affiliates.

29.  Citizens may subsequently apply to this Court for en order providing for
the assignment to Citizens of Respondents” reimbursement contract with the Florida
Hurricane Catastrophe Fund. as provided in Section 213.555(5)(e). Florida Statutes, as
added by 2006 Senate Bill 1980.

30.  The Receiver, Citizens, and FIGA will cooperate with one another with
respect to their servicing of policies and claims under this Liquidation Plan.

31.  The Receiver, Citizens, or FIGA may petition this Coun for modifications
to the Liquidation Plan. The Recciver. Citizens, and FIGA, may enter into other

agreements to facilitate the terms and conditions of this Liquidation Plan.
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28. At its discretion, Citizens may provide Transition Coverage under this
Liquidation Plan directly or through its appointed agents, Pursuang‘ to Secton
627.351(6)(v)6, Florida Statutes, as added by 2006 Senate Bill 1980, Citizens will not be
using the services of Respondents or Respondents® affiliates or any Iicenscci insurance
agents who are employees of Respondents or Respondents’ affiliates.

29.  Citizens may subsequently apply to this Court for an order providing for
the assignment to Citizens of Respondents’ reimbursement contract with the Florida
Hurricane Catastrophe Fund, as provided in Section 215.555(5)(e), Florida Statutes, as
added by 2006 Senate Bill 1980.

30. The Receiver, Citizens, and FIGA will cooperate with one another with
respect to their servicing of policies and claims vunder this Liquidation Plan.

31.  The Receiver, Citizens, or FIGA may petition this Court for modifications
to the Liquidation Plan. The Receiver, Citizens, and FIGA, may enter into other

agreements to facilitate the terms and conditions of this Liquidation Plan.

Respectfully submitted this 1* day of June 2006, and agreed to by:
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CITIZENS PROPERTY INSURANCE
CORPORATION

bl g Bl

“FLORIDA INSURANCE
GUARANTY ASSOCIATION

10



e

OFFICE OF INSURANCE
REGULATION, solely for purposes of
providing its approval and not-as a
party to this Liguidation Plan

COFIES FURNISHED TO:

William A. Spillias, Chief Attorney

Robert V. Elias, Deputy Chief Attorney

Steven G. Brangaccio, Senior Attormey

Florida Department of Financial Services

as Receiver of Southern Family Insurance Company,
Atflantic Preferred Insurance Company, and

Florida Preferred Property Insurance Company
Division of Rehabilitation and Liguidation

P.O.Box 110

Tallahassee, Florida 32302

For Citizens:

Karen Asher-Cohen

Radey Thomas Yon & Clark
Suite 200, 301 S. Bronough Street
Tallahassee Florida, 32301

Perry Cone, General Counsel, Citizens
101 North Monroe Street, 10th Floor
Tallahassee, FI. 32301

For FIGA:

Timothy J. Meenan

Miriam O. Victorian

Blank, Meenan, and Dunphy
204 South Monroe Street
Tallabassee, Florida 32301

For OIR:

Steve Parton

General Counsel

Belinda Miller

Deputy General Counsel
200 East Gaines Street
Tallahassee, Florida 32399
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COPIES FURNISHED TO:

William A. Spillias, Chief Attorney
Robert V. Elias, Deputy Chief Attorney
Steven G. Brangaccio, Senior Attormey
Florida Department of Financial Services

OFFICE OF INSURANCE
REGULATION, solely for purposes of
providing its approval and not as a
party to this Liquidation Plan

as Receiver of Southem Family Insurance Company,

Atlantic Preferred Insurance Company, and
Florida Preferred Property Insurance Company
Division of Rehabilitation and Liquidation
P.O.Box 110

Tallahassee, Florida 32302

For Citizens:

Karen Asher-Cohen

Radey Thomas Yon & Clark
Suite 200, 301 S. Bronough Street
Tallahassee Florida, 32301

Perry Cone, General Counsel, Citizens
101 North Monroe Street, 10th Floor
Tallahassee, FL 32301

For FIGA:

Timothy J. Meenan

Miriam O. Victorian

Blank, Meenan, and Dunphy
204 South Monroe Street
Tallahassee, Florida 32301

For OIR:

Steve Parton

General Counsel

Belinda Miller

Deputy General Counsel
200 East Gaines Street
Tallahassee, Florida 32399
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IN THE CIRCUIT COURT OF THE
SECOND JUDICIAL CIRCUIT
IN AND FOR LEON COUNTY, FLORIDA

In Re: The Receivership of SOUTHERN CASE NO.: 06-CA-1060
FAMILY INSURANCE COMPANY, a Florida

corporation.

In Re: The Receivership of ATLANTIC CASE NO.: 06-CA-1083

PREFERRED INSURANCE COMPANY,
a Florida corporation.

In Re: The Receivership of FLORIDA CASE NO.: 06-CA-1198
PREFERRED PROPERTY INSURANCE
COMPANY, a Florida corporation.

/

ORDER APPROVING RECEIVER’S PLAN OF LIQUIDATION AND
TRANSITION

THIS CAUSE came before the Court for consideration of The Department of
Financial Services’, as Receiver of the above-named insurance companies (hereinafter
the Receiver), Plan of Liquidation and Transition. Southern Family Insurance Comipany,
Atlantic Preferred Insurance Company and Florida Preferred Property Insurance
Company were ordered liguidated by this Court, with all policies issued by the three
companies cancelled effective 12:01 am. July 1, 2006. Working with the Florida
Insurance Guaranty Association (FIGA), the Office of Insurance Regulation (OIR) and
Citizens Property Insurance Corporation (Citizens), the Receiver developed a plan to
provide for the transition to Citizens of eligible policyholders of the three above-named
insurance companies, effective 12:01 a.m. July 1, 2006. This will help assure continuous
insurance coverage for eligible policyholders, while reducing administrative effort and

expense. The Plan of Liquidation and Transition is included in this Order as Attachment

ToW o
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A, and incorporated by reference herein. The Office of Insurance Regulation, while not a
party to the agreement, has approved the agreement.

Having considered the Receiver’s Plan of Liquidation and Transition, included in
this Order as Attachment A, and incorporated by reference herein, having heard the
presentation of counsel, and being otherwise advised in the premises, it is
ORDERED that the Receiver’s Plan of Liquidation and Transition is APPROVED.

bk
DONE AND ORDERED this &~ _day of June, 2006.

ATTACHMENT:

Receiver’s Plan of Liquidation and Transition

COPIES FURNISHED TO:

Williarn A. Spillias, Chief Attorney

Robert V. Elias, Deputy Chief Attoney
Steven G. Brangaccio, Senior Attorney
Florida Department of Financial Services

as Receiver of Southern Family Insurance Company,
Atantic Preferred Insurance Company, and
Florida Preferred Property Insurance Company
Division of Rehabilitation and Liquidation
P.0.Box 110

Tallahassee, Florida 32302

For Citizens:

Karen Asher-Cohen

Radey Thomas Yon & Clark
Suite 200, 301 S. Bronough Street
Tallahassee Florida, 32301

Perry Cone, General Counsel, Citizens
101 North Monroe Street, 10th Floor
Tallahassee, FL. 32301



For FIGA:

Timothy J. Meenan

Miriam O. Victorian

Blank, Meenan, and Dunphy
204 South Monroe Street
Tallahassee, Florida 32301

For OIR:

Steve Parton

General Counsel

Belinda Miller

Deputy General Counse]
200 East Gaines Street
Tallahassee, Florida 32399



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

In Re: The Receiverships of

SOUTHERN FAMILY CASE NO.: 2006-CA-001060
INSURANCE COMPANY,
A Florida Corporation,

ATLANTIC PREFERRED CASE NO.: 2006-CA-001083
INSURANCE COMPANY,
A Florida Corporation,

and

FLORIDA PREFERRED PROPERTY CASE NO.: 2006-CA-001158
INSURANCE COMPANY,
A Florida Corporation,

Respondent.
/

RECEIVER’S PLAN OF LIQUIDATION AND TRANSITION

The Flonida Department of Financial Services as Receiver (hereinafter the
“Receiver’) of Southem Family Insurance Company, Atlantic Preferred Insurance
Company, and Florida Preferred Property Insurance Company (hereinafter the
“Respondents™), hereby submits this Liquidation and Transition Plan (hereinafter the
“Liquidation Plan”) on behalf of itself, Citizens Property Insurance Corporation
(hereinafier “Citizens’) and the Florida Insurance Guaranty Association (hereinafter
“FIGA™).

1. Effective June 1, 2006, the Court has entered Orders Appointing the Florida
Department of Financial Services as Receiver of Southem Family Insurance Company,
Atlantic Preferred Insurance Company and Florida Preferred Property Insurance Company

for Purposes of Liquidation, Policy Transition, and Notice of Automatic Stay” (hereinafter

ATTACHMENT A



the “Liquidation Orders”).

2. To the extent that this Liquidation Plan contains provisions that are
inconsistent with provisions that are contained in the Liquidation Qrders, the provisions in
the Liguidation Plan shall control.

3. As found in the forgoing Orders, by letters dated April 25, 2006, May 1,
2006, and May 9, 2006, to the Honorable Tom Gallagher, Chief Financial Officer of the
State of Florida, Kevin McCarty, Commissioner of the Florida Office of Insurance
Regulation (ﬁereinafter the “Office”), recommended that delinquency proceedings,
pursnant to Chapter 631, Florida Statutes, be initiated against Respondents. These letters
detail a plan for placing each company into liquidation, for payment of claims by FIGA
and for the orderly transition of policyholders with coverage from the Respondents into
Citizens provided the policyholders were not offered alternative coverage in the admitted
market or, where applicable, in the surplus lines market.

4. Recognizing the plan for the orderly transition of coverage for
Respondents’ policyholders, the Florida Legislature, in Senate Bill 1980, signed into law
by Governor Bush on May 16, 2006, provides in section 627.351(6)(v)6, Florida Statutes,
effective July 1, 2006: “(v) Notwithstanding any other provision of law: . . . (6) If ordered
by a court of competent jurisdiction, [Citizens] may assume policies or otherwise provide
coverage for policyholders of an insurer placed in liquidation under chapter 631, under
such forms, rates, terms, and conditions as [Citizens] deems appropriate, subject to
approval by the [O]ffice.”

5. In this Liquidation Plan, Citizens will provide new coverage for

Respondents’ eligible policyholders whose policies are cancelled pursuant to the



Liquidation Orders, such coverage to go into effect immediately following the
cancellation of Respondents’ policies. Citizens will utilize Respondents® forms, rates,
and rules through the expiration of the original policy periods. Additionally, Citizens
will utilize the computer systems of Respondents’ affiliates as needed to administer the
policies and claims associated with the new coverage being provided to policyholders
under this Liquidation Plan. Over a twelve-month period, upon the expiration of the
original policy periods, Citizens will be rewriting such policies on Citizens” own systems
using éitizens; normal forms and rates over a twelve-month period.

6. The Receiver represents that it is in the best interest of Respondents’
policyholders to keep their coverage with Respondent in effect until 12:01 am on July 1,
2006 to fully utilize Respondents’ current 78% quota share reinsurance contracts.

7. Citizens and the Receiver represent that, without the transition plan
provided for herein, on July 1 as many as 320,000 of Respondents’ policyholders will be
without coverage; approximately 1,500 of Respondents’ independent agents will be
scrambling to find markets and are likely to find that Citizens is the only available
market; these independent agents will be burdened with re-wrting customers into
Citizens using a Citizens application, a Citizens form, and a Citizens rate in a short period
of time and right at the start of the Hurricane Season; and that is impossible, not only for
agents, but also for Citizens, as 320,000 policies is eight times the number of policies that
Citizens and its more than 7,000 agents write in a single month; and there is nothing that
Respondents’ agents can do ahead of time, because these insureds are ineligible for
Citizens until they are cancelled by the Liquidation Order on July 1, 2006.

8. Citizens, the Receiver, and FIGA further represent that, as of July 1,



Respondents” insureds will not have any returned uneamed premium to apply toward the
purchase of a Citizens policy; they will be required to file individual claims with FIGA
for the retun of the unearned premium, which could be a very costly and time consuming
process.

9. Citizens represents that it has no installment payment plan, so
Respondents’ insureds will have to pay out of pocket or borrow to pay their premium (a
temporary double payment for many, since they already paid for their coverage from the
Respondents); Respondents’ rates are substantially lower than those of Citizens, so these
insureds would be required to pay higher premiums for the remaining term of coverage
than they would have under this Transition Plan.

10.  Citizens represents that its providing of coverage using Respondents’
forms and rates as proposed in this Liquidation Plan will be at a substantial discount to
the rates that Citizens would otherwise charge for similar coverage using its own rates
and forms; that Citizens’ providing of coverage using Respondents’ forms and rates and
the computer systems of Respondents’ affiliates is more difficult for Citizens to
implement than were it to use its own forms, rates and systems; and that Citizens’
willingness to agree to the Liquidation Plan as authorized by section 627.351(6)(v)6,
Florida Statutes, is conditioned upon: 1) the agreement of the Receiver and FIGA to all
terms and conditions of the Liquidation Plan, and 2) the approval of the Liguidation Plan
by the Court and the Office.

The terms and conditions of this Liquidation Plan are as follows:
11.  Through their execution below, the Receiver, Citizens and FIGA hereby

agree to this Liquidation Plan, provided, however, that this Liquidation Plan shall not be



effective unless it is ordered by the Court and approved by the Office as provided in Section
627.351(6)(v)6, Florida Statutes, as added by 2006 Senate Bill 1980.

12.  Citizens will make one or more filings with the Office for approval of
Citizens’ coverage using Respondents’ forms, rates, and rules as Citizens’ f01;rn, rates and
rules for the remaining original policy periods of Respondents’ policies.

13, Effective 12:01 am., July 1, 2006, those eligible policyholders whose
policies were canceled as of 12:01, am., July 1, 2006 pursuant to the Liquidation Orders
will be providéd covérage by Citizens under this Liquidation Plan, without the need of
filing an application with Citizens or paying premium already paid to Respondents,, such
coverage being provided using Respondents’ forms, rates, and rules as approved by the
Office for use by Citizens (hereinafier the “Trausition Coverage™).

14.  As a condition to Citizens’ providing Transition Coverage to former
policyholders of Respondents for the period after Respondents’ policies are cancelled
pursuant to the Liquidation Orders until the policies would otherwise have expired or
been renewed, (i) Citizens is hereby assigned the entirety of the unearned premium, paid
or not paid, that is associated with such cancelled policies, including unearned
commissions; and (ii) FIGA shall pay such unearmned premium to Citizens as provided in
this paragraph provided that the amount of such payment to Citizens will be reduced: (a)
by the amount of the uneamed commission of Respondents’ independent agents (for
which Citizens retains its assignment), except that. the uneamed premium payable by
FIGA to Citizens under this section shall not be reduced by the Poe Unearned
Commission as defined below; and (b) the amount of uneamed premium that is unpaid by

Respondents’ policyholders (for which Citizens retains its assignment).



15. Pursuant to the Managing General Agency Agreement between Poe
Insurance Managers, Inc. (‘MGA”) and Respondents, Respondents paid to.or owed MGA
“a flat fee of 26.5% of each Company’s gross premiums written, less pass through
surcharges, and net of cancellations.” Because the policies of Responden’ts are being
cancelled pursuant to the Liquidation Orders, the fee payable to MGA is reduced by such
cancellations. For purposes of this Liquidation Plan, “Poe Unearned Commission” means
that amount of the 26.5% MGA fee attributable to the unearned premium, excluding the
unearmed com:ﬁission paid or payable to Respondent’s independent agents, but including the
uneamed commission paid or payable to Respondent’s affiliates and employed agents.

16, In order to reduce the administrative costs associated with this
receivership, the unearmed premium associated with the Transition Coverage shall be paid
by FIGA directly to Citizens in no more than six (6) semi-annual payments with the first
payment due upon notification by the Receiver of the unearned premium calculated to be
due Citizens. The Receiver shall make its best efforts to provide FIGA with notification
of this uneamed premium calculation prior to October 1, 2006.

17.  Since Citizens will not have received from FIGA the entirety of the unearned
premium prior to the expiration of all Transition Coverage, in the event of the early
cancellation of any Transition Coverage by Citizens or the policyholder, that cancelled
policyholder shall have a pro-rata uneamed premium claim payable by FIGA with a
corresponding reduction in the amount of unearned premium due from FIGA to Citizens.

18. A policyholder is ineligible for Transition Coverage to replace a policy
cancelled by the Liquidation Orders if: (a) it is a personal lines policyholder that has

received an offer of coverage from an admitted carrier; (b) it is a commercial lines



policyholder that has received an offer of coverage from an admitted or surplus lines
carrier; (c) it is a policyholder with coverage written on a form that is'not a personal
residential policy, a commercial residential policy, or commercial nonresidential policy,
of the type that Citizens is authorized to issue under Section 627.351(6); (d) the
policyholder has obtained replacement coverage for the cancelled policy; () it is a
commercial lines policyholder and, instead of providing Transition Coverage, Citizens
offers to provide coverage using its normal forms, rates, rules, and systems; (f) the
coverage of é Respondent’s policyholder has been cancelled other than by the
Liquidation Orders.

19. A policyholder of Respondents who is not eligible for Transition Coverage
may still be eligible for coverage from Citizens under regular eligibility rules, application
processes, and using the forms, rates, rules, and systems that Citizens normally uses.

20.  With respect to policyholders who n{ay be eligible for Transition
C'ovgrage, Citizens shall issue a ‘Notice of Offer of Automatic Coverage” evidencing
Citizens’ offer to provide coverage to such policyholders in accordance with this
Liquidation Plan without any further action on the part of the policyholders. The
Receiver and Citizens shall work together and share costs of providing appropriate
information to the policyholders and agents regarding the cancellation of coverage and
the subsequent Transition Coverage offered by Citizens. While Citizens will not be
issuing any evidence of coverage other than the Notice of Offer of Automatic Coverage,
eligible policyholders may rely on the declaration pages and other policy forms from

their coverage with Respondents for details of the Transition Coverage.

21.  Respondents shall cover losses occurring before 12:01 am.,, July 1, 2006.



Citizens’ Transition Coverage shall cover losses occurring on or after 12:01 am.,, July 1,
2006.

22.  Transition Coverage shall automatically terminate at the end of
Respondents’ remaining original policy periods, regardless of whether Citizens issues a
notice of cancellation or non-renewal. Citizens will notify the policyholders having
Transition Coverage, and notify their agents, that upon the expiration of the Transition
Coverage such policyholders may be eligible for coverage with Citizens utilizing its own
forms, rates, and rules. Citizens will also make reasonable efforts to automate, if possible,
and ease the application process by such policyholders and their agents to avoid a lapse in
coverage.

23.  With respect to the business and policies of Respondents and their
affiliates, Citizens has no liabilities of any nature whatsoever. In accordance with
Section 627.351(6), Florida Statutes, Citizens has no extra-contractual labilities,
including common law or statutory liability for bad faith, for Transition Coverage.

24.  The Receiver and Citizens shall cooperate fully with one another to
facilitate Citizens’ duties under the Liquidation Plan. In that regard, at no cost to
Citizens, the Receiver will make available for use by Citizens, its employees, and its
third-party vendors through at least December 31, 2006, any access the Receiver has to
the facilities, hardware, software, applications, data, and other documents, books and
records of Respondents and Respondents’ affiliates controlled by Receiver under the
Liquidation Orders (“Receiver Facilities, Records, and Systems™). The purpose of this
access is to facilitate Citizens’ servicing of the Transition Coverage and associated claims

using Respondents’ forms, rates and rules and Citizens® ability to issue financial reports



associated with the Transition Coverage and associated claims. To the extent reasonably
practical, the facilities that the Receiver provides to Citizens shall be secure and
substantially segregated from the facilities used by the Receiver, FIGA, and |
Respondents’ affiliates. In the event that the Receiver’s access to the Receiver Facilities,
Records, and Systems is impaired or eliminated, the Receiver shall immediately notify
Citizens, and all parties shall seek relief and guidance from the Court to address any
concerns arising from the lack of access.

25. -In the event that Citizens has Transition Coverage outstanding under the
Liquidation Plan in the event that it receives notice from the Receiver of the impairment
or elimination of access to the Receiver Facilities, Records, and Systems, Citizens may at
its discretion, and upon approval of this Court, cancel Traunsition Coverage immediately
or as otherwise ordered by the Court, in which event any cancelled policyholder may
apply for coverage with Citizens if it is otherwise eligible in accordance with Section
627.351(6), Florida Statutes.

26.  The Receiver will use its best efforts (i) to provide for security, disaster
recovery, and backup of the systems of Respondents’ affiliates that Citizens and FIGA
will be using to service the Transition Coverage and associated claims; (ii) to preserve the
licenses that enable Citizens and FIGA to use such systems; and (iii) to provide Citizens
with data feeds to enable it, if possible, to automate the rewriting of policies using its own
systems.

27.  The parties hereto shall take measures to protect the confidentiality and
privacy of policyholder and claimant information with respect to the policyholders and

claimants of Respondents and Citizens to the extent required by law.



28. At its discretion, Citizens may provide Transition Coverage under this
Liquidation Plan directly or through its appointed agents. Pursuant to Section
627.351(6)(v)86, Florida Statutes, as added by 2006 Senate Bill 1980, Citizens will not be
using the services of Respondents or Respondents’ affiliates or any licensed insurance
agents who are employees of Respondents or Respondents’ affiliates.

29.  Citizens may subsequently apply to this Court for an order providing for
the assignment to Citizens of Respondents’ reimbursement contract with the Florida
Hurricane Cat.astrophe Fund, as provided in Section 215.555(5)(e), Florida Statutes, as
added by 2006 Senate Bill 1980.

30. The Receiver, Citizens, and FIGA will cooperate with one another with
respect to their servicing of policies and claims under this Liquidation Plan.

31.  The Receiver, Citizens, or FIGA may petition this Court for modifications
to the Liquidation Plan. The Receiver, Citizens, and FIGA, may enter into other

agreements to facilitate the terms and conditions of this Liquidation Plan.

Respectfully submitted this 1* day of June 2006, and agreed to by:
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GUARANTY ASSOCIATION
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‘OFFICE OF INSURANCE
REGULATION, solely for purposes of
providing its approval and notas a
party to this Liquidation Plan

COPIES FURNISHED TO:

William A. Spillias, Chief Attorney

Robert V. Elias, Deputy Chief Attormey

Steven G. Brangaccio, Senior Attorney

Florida Department of Financial Services

as Receiver of Southern Family Insurance Company,
Atlantic Preferred Insurance Company, and

Florida Preferred Property Insurance Company
Division of Rehabilitation and Liquidation

P.O.Box 110

Tallahassee, Florida 32302

For Citizens:

Karen Asher-Cohen

Radey Thomas Yon & Clark
Suite 200, 301 S. Bronough Street
Tallahassee Florida, 32301

Perry Cone, General Counsel, Citizens
101 North Monroe Street, 10th Floor
Tallahassee, FL 32301

For FIGA:

Timothy J. Meenan

Miriam O. Victorian

Blank, Meenan, and Dunphy
204 South Monroe Street
Tallahassee, Florida 32301

For OIR:

Steve Parton

General Counsel

Belinda Miller

Deputy General Counsel
200 East Gaines Street
Tallahassee, Florida 32399
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