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TFEICE we
b g INSURANGE BEGULATION
- OFFICE OF INSURANGE REGULATION Dutketod OY: e
KBYmN MCCARTY ’
COMMISSIONER

IN THE MATTER OF: CASENO.: 132258-13-CO

TOWER HILL SELECT INSURANCE COMPANY
: !

CONSENT ORDER

THIS CAUSE came on for consideration as a result of TOWER HILL SELECT
INSURANCE COMPANY’S (hereinafter “TOWER HILL SELECT”) proposal to remove
selected personal residential policies from CITIZENS PROPERTY INSURANCE
CORPORATION (hereinafier “CITIZENS"), which wes submitied to the OFFICE OF
INSURANCE REGULATION (hereinafier “OFFICE") for its review on February 20, 2013,
After a complete review of the entire record and upon consideration thereof, and othierwise being
fully advised in the premises, the OFFICE hereby finds as follows:

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

2. CITIZENS has beefl establishod in accordance with the provisions of Section
627.351(6), Florida Statutes, as amended, to provide insurance for residential and commercial
property qualified risks under circumstances specified in the Statute,

3. The Legislature of the State of Florida has enacted Section 627.351(6)g)3.a.,
Florida Statutes, to encourage and provide a means for the depopulation of CITIZENS.

CITIZENS submitted and the OFFICE adopted by Oder No. 125161-12 a plan of depopulation,
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the terms and conditions upon which this. proposed Consent Order is predicated. TOWER HILL
SELECT shall abide by the terms end conditions of the CITIZENS depopulation play ag a
condition of issuance of this Consent Order.

4, TOWER HILL SELECT is a Florida domiciled property and casualty insurance
My authorized to transact insurance in the State of EFlorida.

3. Onor about Februaty 20, 2013, TOWER HILL SELECT submitted a proposal to
remove selected personal residential policies from CITIZENS. The plan provides for an
assumption. of up 1o forty-three thousand, cight hundred and thirty-six (43,836) multiple peril
policies from CITIZENS® personal lines account. TOWER HILL SELECT plans to assume the
CITIZENS’S policies over a period of time, subject to the approval by the OFFICE.

6.  TOWER HILL SELECT understands that the selected policies to be removed
from CITIZENS on or about June 4, 2013, or at a later date approved by the OFFICE.and
CITIZENS, will not be subject to any incentive or bonus plan pursuant to Section 6273511,
Florida Statutes, unless and until the OFFICE approves such a plan for use by CITIZENS
provided such plan would bé retroactive to policies subject to this Consent Order, If the OFFICE
approves a bonus p!mi for use by 6ther take-out companies or for other ttansactiohs during the
2013 golicy yeat, the bonus may be paid to TOWER HILL SELECT in aocordance with that
plan and agreements between TOWER HILL SELECT and CITIZENS. TOWER HILL
SELECT shall enter into appropriate agreements with CITIZENS to provide the following:

a. TOWER HILL SELECT, at its own expense, shall give at least thirty (30)
days advance noticg to affected policyholders, which notice will inform policyholders of the

need to contact TOWER HILL SELECT before the removal date if the policyholder desires to
stay with CITIZENS.
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b TOWER HILIL SELECT shall accumulate any objections, and sha]l
fecilitate the return of any policyholder who desites to stay in CITIZENS if that rolicyholder
expresses the desire to stay in CITIZENS within the thitty (30) day notice period prior to the
removal of the policy, or within thirty (30) days after the date of the policy removal,
Policyholdets shall not be required to make additional payments, nor take any action other than
to express the desire to remain with CITIZENS in writing or by electronic mail on or before )
thirty (30) days following the date of their policy removal.

| c. | All communications with agents and policyholders regarding any
policies to be removed from CITIZENS must be done in accordance with instructions by
. CITIZENS and the OFFICE. TOWER HILL SELECT shall obtain prior approval from the
OFFKCE of any lettets sent to policyholders regarding any policies to be removed from
CITIZENS TOWER HILL SELECT agrees that once opt out notices have been mailed to
consmners, TOWER HILL SELECT cannot torminate the offer of coverage for any reason other

thén 4 consumer opt out. TOWER. HILL SELECT agrees that subsequent non-renewals of

policies assumed via this assumption will be in accordence with the Florida Insurance Code,

7. TOWER HILL SELECT acknowledges neither approval by CITIZENS, nor
ena-y into this Consent Order by the OFFICE, constitutes a guarantee the above referenced
pohczes will ultimately be available to TOWER HILL SELECT for removal from CITIZENS, as
the availability of policies for removal may vary over time.

“ 8. TOWER HlLL SELECT shall limit its actusl removal of policies from CITIZENS
to the number and type of =po!icies authorized by the OFFICE. The OFFICE will base ifs review
on’ TOWER HILL SELECT’S reinsurance program, catastrophe modeling, and financial

statement projections, as well as the ‘impact on policyholders. Such reinsurance program,
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catashgphe modeling, and financial statoment profiles shall be based upon TOWER. HILL
SELECT"S outvent in-force book of z;esidential property policies, TOWER HILL SELECT'S
projected voluntary market writings, and actual number of policies available in CITIZENS prior
to the anticipated assumption date identified by TOWER HILL SELECT as sutisfying its filed
and approved underwriting guidelines,

9. TOWER HILL SELECT has submittgd the proposed reinsurance dooumentaﬁlm and
_ financial projections for assumption of up to forty-three thousand, eight hundred and thirty-six
(43,836) multiple pexil policies, expected to be assumed on June 4, 2013 or on subsequent dates
approved by the OFRICE and CITIZENS, Each additional assumptiqn of CITIZENS policies by
TOWER HILL SELECT shall be subject to advance written approval by the OFFICE,

10. TOWER HILL SELECT’S acquisition of adequate reinsurance and maintenance
of e);ecutn;ad reinsurance agreements is material to the OFFICE’S review and analysis of TOWER
HILL SELECT’S proposal to remove selected policies from CITIZENS and to the OFFICE’S
approval of the proposal.

11.  TOWER HILL SELECT agrees to maintsin the Guarantee Agreement from
Tower Hill Prime Insurance Company (attached as exhibit “A” and hereby incorporated by
reference) in full force and effect until such time as the QFFICE agrees in writing that the
Guarantee Agreement may be terminated. The OFFICE shall authorize the termination of the
Quarantee Agreement when the statutory surplus for TOWER HILL SELECT, as indicated on its
anwel or quacterly financial statements gubmitted to the OFFICE, is at or above thitty million
U.S, Dollars ($30,000,000).
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+ 12,  TOWER HILL SELECT shall, prior to the ASSUMPTION DATE, demonstiate
to the setisfaction of the OFFICE that it has infused two million, five hundred thousand U.8.
Doltars ($2,500,000) in additional capital into the Compeny.

13.  In addition to the capital infusion required by paragtaph twelve (12) above,
TOWER HILL SELECT shall cause an additional two million, five hundred thousand US.
Dollaxs ($2,500,000) in capital to be infused into the company by reducing its approved MGA
fee by 2.5% for the calendar year 2013.

14.  The OFFICE has reviewed the overall financial position of the Tower Hill group
of insurers, including TOWER HILL SELECT, Tower Hiil Prime Insurance Company, Tower
Hill Preferred Insurance Company, Tower Hill Signature Insurance Company, and Omega
Insurance Company (“Tower Hill Group™). The combined surplus of the Tower Hill Group is

$146 mi}lion, an increase for the calendar year 2012 of more than $7 million over the prior years® -

surplus, )

15, TOWER HILL SELECT e;cpressly waives its tights to any hearing in this matter,
the making of findings of fact and conclusions of law by the OFFICE, and all other and further
proceedings herein to which it may be entitled by law or by mles of the OFFICE. TOWER

HILL SELECT agrees not to appeal or otherwise contest this Consent Order in any foram now,
or in the future, available to it.

16. TOWER HILL SELECT represents all explanations and documents made of

submitted to the OFFICE as part of its proposal to remove selected policies from CITIZENS,
including all attachments and supplements thereto, fully describe all transactions, agreements,
and understandings relating to the removal of policies from CITIZENS by TOWER HILL

SELECT. However, all draft documents and non-executed agresments relating to TOWER
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HILL SELECT’S plan shall not be deemed approved by this Consent Order until such time ag
executed agreeﬁwnts or final documents are submitted and epproved by the OFFICE.

17.  The parties agree this Consent Order will be deemed executed when the ORFICE
has signed & copy of this Consont Order bearing the signature of TOWER HILL SELECT, of its
authorized rxepresentative, notwithstanding the fact the copy was transmittt;d to the OFFICE
 electronically. TOWER HILL SELECT agrees the signature of its representative as affixed to
this Consent Order shall be under seal of a Notary Public.

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

IT IS THEREFORE ORDERED that:

{A) Upon consideration of thel proposal to remove selected policies fiom
CITIZENS, including its attachments, the OFFICE approves the proposal to remove selected
. policies from CITIZENS, subject to adherence to the terms and conditions of this Consent Order
by TOWER HILL SELECT. ‘_

(B) The OFFICE approves the assumption of up to forty-three thousand, eight
hundred and thirty-six (43,836) multiple peril policies, consisting of forty-three thousand, eight
hundred and thirty-six (43,836) policies from the personal lines account, for the initial |
assumption starting on or about June 4, 2013, in accordance with the proposal to remove selected
policies from CITIZENS, any agreement(s) between TOWER HILL SELECT and CITiZENS,
and this Consent Order. |

© Regarding all reinsurance matters relating to policies removed from
CITIZENS, for a period of three (3) years immediately following the date of entry of this
Consent Order, TOWER HILL SELECT shall |
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(i)  Maintain substantially the same reinsurance coverage as evidenced
to the OFFICE in the proposal to remove selected policies from CITIZENS;

(i) Submit to the OFFICE any and all replacement or additional
reinsurance agreement(s), or amendment(s) to reinsurance agreement(s) that materially change
the reinsurance coverage in (c)(i). The agteement(s), amendment(s) or plans shall be submitted
to the OFFICE for review, and approval, sixty (60) days prior to the date of effectuation of any
such agresment(s) or amendment(s);

(i) Notify the OFFICE of any termination of any of its reinsurance
agreements. The notification shail be made to the OFFICE in writing sixty (60) days prior to the
~ effective date of any such termination;

(iv)  Submit in writing to the OFFICE the proposed utilization of any
substitute or additional reinsurers for the OFFICE’S review and approval sixty (60) days prior to
the companies being u‘tilized within TOWER HILL SELECT’S reinsutance proﬁ;mn. TOWER
EIILL SELECT shall further immediately submit to the OFFICE all information as requested
which the OFFICE deems necessary for the OFFICE to complete its review; and

' ( () Cede reinsurance, or otherwise contract for reinsurance, only with
reinsurers who aro anthorized and/or approved by the OFFICE, or such other relnsurers as may
be approved In advance and in wrlting by the OFFICE, TOWER HILI, SELECT shall comply
with the sequiremem of Section 624.610, Florida Statutes, with regard to all of i3 reinsurance
arrangements,

(D) For the three (3) years immediately following the date of entry of this
Consent Order, TOWER HILL SELECT shall file with the OFFICE, on an annual basis no later

than June 1 of each year, a catastrophe loss model with probable maximum loss estimate *
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emounts from a one hundred-year storm based upon the exposufe information gathered firom all
of its policies in force as of April 15 of each year which would be affected by a catastrophe.

TOWER HILL SELECT shall include in this filing an exposure managemént plan, which will

identify the company’s ability to provide satisfactory financial capacity to cover the company’s

exposure to catastrophic burricarie loss. The plan shall identify the reinsurance coverage and
surplus levels being utilized to maintein a satisfactory financial capacity with regard to
catastrophe exposure. TOWER HILL SELECT shall also include within the plan specific
actions intended to limit catastrophic exposures to the company’s financial capacity, Based upon
the OFFICE'S review of the models and plans, TOWER HILL SELECT may be required at the
OFFICE’S sole discretion to take corrective action to cure any ov;mxposure identified by the
OFFICE. Such action may also include obtaining additional amounts of reinsurance coverage as
directed by the OFFICE or suspend writing of any additional business, including the CITIZENS
policies;

(B) Any and all policies removed from CITIZENS by TOWER HILL SELECT
shall provide coverage substantially equivalent to that afforded by CITIZENS, Ay and all
policies removed from CITIZENS by TOWER HILL SELECT, pursuant to its proposal to
remove selected policies from CITIZEN S, must be rencwable by the policyholder at approved
rates and upon the same terms at the first such renewal onto TOWER HILL SELECT’S policy
foxm, unless such policies are canceled by TOWER HILL SELECT for a lawful reason;

(F) At the time TOWER HILL SELECT removes any policy of insurance from
CITIZENS, TOWER HILL SELECT shall either obtain a new policy application from each
a&ected‘pohcyholder or maintain in its files a copy of the policyholder’s application on file with
CITIZENS. If TOWER HILL SELECT chooses the latter option, TOWER HILL SELECT shalt
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nevertheless be required to obfain a new policy application from each affected policyholder no
later than twenty-four (24) months from the effective date of any policy of insurance removed
fom CITIZENS., TOWER HILL SELECT may not initiate any vetrospective increase in rates or
the premilim or any retrospective decrease in coverage provided under the assumed CITIZENS
policy (if applicable) as & result of the information obtained from or through the new policy
applications;

(G) For a period of three (3) years immediately following the date of entry of -
this Congent Order, TOWER HILL SELECT shall abide by the proposal to remove selected
policies from CITIZENS in all material respects, Further, TOWER HILL SELECT shall abide
by all terms and provisions of any agreement(s) entered into with CITIZENS; and;

() Regarding required documentation to be maintained by TOWER HILL
SRLECT relating to policies removed from CITIZENS:

()  TOWER HILL SELECT is required to track all agents, as well as
the telated policy information, who have declined to participate in the takeout process, This
information shall be submitted to Citizens by the deadline published in the Citizens Assumption
Calendar Citizens will then mail out notices informing the policyholders of the agent’s
declination, - This will allow the affected policyholders the opportunity to address the declination
with their agent and possibly receive their agent’s approval in time to be included in the current
takeout,

| (i) TOWER HILL SELECT is required to track all agents, as wel} as
the related polioy information, who after discussing with the policyholder, decide to participate
in the takeout process and submit this information to Citizens by the deadline published in the
revised 2613 Assumption Calendar,
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(i) TOWER HILL SELECT is required to keep a record of al} agents
who decline participation along with an explanation for the declination.

(iv) When contacting an agent regarding a potential takeout policy,
TOWER HILL SELECT is required to provide each agent with the policy form to be used,
appointment contract and a copy of TOWER HILL SELECT’S most cutrently available financial
statement, ‘I

(D TOWER HILL SELECT is requited to comply with the following
requirements when soliciting an agent’s parmission to participate in the assumption process: .

(i) TOWERHILL SELEéT must utilize email and at least one other

methd§ for contact (i.e. call, fax or regular mail);
| (i) TOWER HILL SELECT must send out a direct solicitation to the
agent of tecord and copy the agency principal;

(i)  TOWER HILL SELECT must provide all Eagents a minimum of 14
days 1o review the solicitation., This will allow agents adequate time to research the company
and make an informed decision; |

(iv) TOWER HILL SELECT must provide a copy of the appointment
coniract. TOWER HILL SELECT may opt to provide the agent a link fo its website containing
the required information;

" (v TOWERHILL SELECT must provide a copy of the policy form,
TOWER HILL SELECT may opt to provide the agent a link to its website containing the
required information;
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| (vi)  TQWER HILL SELECT must ptovide a chart identifying any

differences in coverage from Citizens, which will help both the agent and the policyholder in
making an informed decision;

(vii) TOWER HILL SELECT must provide a list of policies specific to
the agent that it would like to assume;

| (viil) TOWER HILL SELECT must provide a contact :;umber of

qualified staff to :;mswer agent’s questions;

(ix) TOWER HILL SELECT must provide an overview of its steategy
for handling claims (cat anfl non-cat);

() Should the OFFICE determine TOWER HILL SELECT has failed fo
materially comply with the tezms of this Consent Order, the proposal to remove selected policies
from CITIZENS, including its attachments, and amendments thereto as submitted to the
OFFICE, or terms of any agreement(s) with CITIZENS, TOWER HILL SELECT shall, upon
receipt of notice of such material non-compliance, have sixty (60) days to cure its material non-
compliance. In the event TOWER HILL SELECT fails to cure any such material non-
complince within the sixty (60) day period, TOWER HILL SELECT expressly agrees the
OFFICE may enter an order directing it to immediately cease writing personal lines residential
property coverage or other lines 6f insurance within the State of Florida, or imposing such other

sanctions authorized by stamEé, rule or restrictions, as may be deemed appropriate by the
OFFICE.
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WHEREFORB the proposal to remove up to forty-three thousand, eight hundved arig
thirty-six (43, 836) multiple peril policies, consisting of forty-three thousand, exght hundred and
thirty-six (43, 836) policies from the personal lines account, for the initial sssumption starting on
or about June 4, 2013, subject to the terms and conditions of this Consent Order, are hemby
APPROVED,

FURTHER, all terms and condluons contamed herein are hereby ORDERED.

DONE and ORDERED this ﬁl dey of QM .201

Page 12 of 14



By execution hereof, TOWER HILL SELECT INSURANCE COMPANY consents to
entry of this Consent Order, agrees without reservation to all of the above terms and ¢conditiong
and shall be bound by all provisions therein. The undersigned represents that he has the
authority to bind TOWER HILL SELECT INSURANCE COMPANY to the terms and
conditlons of this Consent Order,

E COMPANY
Donald Carl Matz ﬁ)//President
Corporate Seal
STATE OF %\O0Ry
COUNTY OF £ele by

The foregoing instrument was acknowledged before me this day of Q@h 2013,

by Dot NNz as )
-{name of person . ‘

for A NGNS

(company nema)

{type of authorily ..... e.g. officer, trustes attomey in fact)

of tho Niotasy)

(Print, Type or Stamp Commissionad Namoe of Notary)

* Personally Kniown |/~ _ OR Produced Identification
Type of Identification Produced
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COPIES FURNISHED TO:

Bobbi Scott, Depopulation Manager
Citizens Property Insurance Corporation
Corporate Offices

2312 Killearn Center Boulevard
Tallahassee, FI. 32309

Bobbi.Scoft@citizensfla.com

Donald Carl Matz Jr., President
Towaer Hill Select Insurance Company
7201 N.W. 11" Place

Gainesville, FL 32605

dmatz@thig.com

Tim Meenan

Biank & Meenan, P.A,
204 South Monroe Street
Tallahassee, FL
tim@blanklaw.com

Catolyn Morgan, Director
Office of Insurance Regulation
P&C Financial Oversight

200 East Gaines Street
Tallahassee, FL 32399-0329

David Altmaier, Chief Analyst
Office of Insurance Regulation
P&C Financial Oversight

200 East Gaines Street
Tallahassee, FIL. 323990329

Amanda Rudock, Financial Examines/Analyst 11
Office of Insurance Regulation

P&C Financial Oversight

200 Bast Gaines Street

Tallahassee, FL 32399-0329

Amanda Rudock(@floir.com

Jason B, Nelson, Assistant General Counsel
Office of Insurance Regulation

Legal Services Office

200 East Gaines Street

Tallahagsee, FL 32399-0333
Jason.Nelson@floir.com
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GUARANTY AGREEMENT

This Guarenty iy mado on the 25th day of April, 2013, by Tower Hill Prime Insurance Company
(hereinafber “Guarantor™), a corporation formed and existing under the taws of Florida, and bolding a
sentificate of authorlty issued by the Florida Office of Insurence Regulation, |

GuMorvﬁﬂmﬁdethisathyns set forth hezeln to Tower Hill Select Insurance Company
(hereinafier “Seleot”), & cotporation formed and exdsting under the laws of Florida, and holding s
oextificate of uthority issued by the Blorida Office of Insurance Regulation,

Garamtor and Select are affiliates and under cammon ownership and control within fhe same
Insurance holding coimipany system.

Wherefore, Guarantor absolutely and unconditionally guarantoos as follows:

1. 'This Guaranty is effective upon the initial approval by the Florida Office of Tnsurance
: -a.Rasulation(hmluanu“Oﬂicg”)forSelecttDWMapolkyumnpﬂmonIm4,

2013 of certain insurance policies Issued by Citizans Property Insurance Corporation. Thiy
Guaranty shall continue until the eartier of (s) the Florida Insarance Commissionsr
(“Comtnissioner”) acknowledges in writing that Guarantor is released from any and all
dutiea and obligations under this Guaranty, or (b) upon Select’s attaining surplus as to
policyholders of $30 million, as evidenced in an anmal or quarterly financial statement that
Select horeafter files with the Office.

2. This Guaranty is mads in addition to all other requirements and obligations imposed on
. Guarantor and Seleot under the Florida Insurance Code and spplicabls to Plorlda domestic
I :

3. Guarantor consents to the nonexclusive jurisdiction and vene of Leon County Ciroult Count,
State of Flotida, for enforcement of this Guaranty and all other purposes related to this
Guaranty. ' :

4 Guarator warrants that it has the capasity to and is authorized to make this Guaranty,
Guatantor waives all defonses related to the capacity of and authority of any person
cuncerning the making of this Guaranty, '

5. This Guaranty may be amended only in wrlting as approved by the Office,

6. . Exoept as horein stated, this Guaranty cannot be enforced by any third party other than the

_ Oftice or the Florida Deputtment of Financial Sorvicas, and is not intended to create rights in
fiivor of any thied party other than ths Office.

7. Guarantor agroes that its excess surplus and assets, which are those assets that Guarantor

possesses but which are not requited for Guarantor to meet its financlal obligrtions, Inctuding
sll insurance regulatory finanoial requirements under the Florida Insurance Code, may be

EXHIBIT
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10,

used under thls Guacanty to meet the covered clsima obligations of Seloot, in the event Selost
13 unable to pay covered olaims,

Prior to enforcement of this Guaranty by the Office, Guarantor and Select shall be given a
notice and a 30 day opportunity to cure any condition giving rise to calling for the
implementation of the Guaranty provided herein.

Subject to the notios and opportunity to cure set forth in section 8, Guarantoracknowledges
that Guarantor’s liability is absolute and unconditions! aud not dependent on the exerclse of
diligence by the Commissioner, or on the pursuit of any remedies or on the exescise ofany
suthority against Select or any other person.

Other than the obligations stated in this Guaranty, thete are no oral 'or written prior ox

confemporaneous agreements between Guarantor and the Commissioner or Select and the
Commissioner.

Sipdet___ (GHNESWLE Flrafroa
onthe_2* sy of _Aft/e 2043

Guarantor: y. ﬁqm' Moayce Cb.
W:W _

o = /
its: &Qﬂﬂg"




