Government of the District of Columbia
Department of Insurance, Securities and Banking

* K K

Thomas E. Hampton
Acting Commissioner

BEFORE THE INSURANCE COMMISSIONER
OF THE DISTRICT OF COLUMBIA

Limited-Scope Examination of Ocean Risk Retention Group, Inc.
for the period of May 22, 2005 through May 31, 2005

ORDER

A limited-scope examination of Ocean Risk Retention Group was conducted at its office
in accordance with the provisions of Section 15 of the Captive Insurance Companies Act
of 2004, for the period ot May 22, 2005 through May 31, 2005.

The examiners’ report found no significant violations, However, the examiners found in
several instances that Ocean was not using the rating, underwriting, and discount criteria
submitted in its initial application filed with the Department.

Please find enclosed for your consideration the finalized Examination Report and
Adoption Order for the above captioned company.

Also enclosed is a copy of Ocean’s response dated September 27, 2005 to our draft
examination report.

It is hereby ordered on this%}__(éay of March, 2006, that the attached limited-scope
examination report be adopted and filed as an official record of this Department. All
findings and conclusions resulting from the review of the limited-scope financial
examination report, relevant examiner work papers, and any appropriate changes based
on the Company’s written submissions or rebuttals are incorporated in the attached
examination report.

The Company shall comply with the following:
L. Ocean shall comply with the rating and discount criteria provided in the Bartlett

teasibility study (the DISB-approved rates) as well as comply with the established
ORRG underwriting guidelines.
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2. Ocean’s captive manager shall monitor Ocean’s application of rating and discount
criteria to ensure compliance with filed guidelines, and provide DISB with a
quarterly status report until further notice from DISB.

3. Ocean shall ensure that its Managing General Underwriter promptly complies
with all applicable laws and regulations of the State of New Jersey.

The Department will continue to hold the contents of the examination report as private
and confidential information for period of ten (10) days from the date of this Order.

Acting Commi#sioner of Insurance,
Securities and Banking




I‘\ THE TAFT COMPANIES
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September 27, 2005

Dana G. Sheppard Lee Backus

Acting Director, Compliance Division Examiner-in-Charge

DEPARTMENT OF INSURANCE, DEPARTMENT OF INSURANCE,
SECURITIES AND BANKING SECURITIES AND BANKING

1400 L STREET, N.W._, SUITE 400 1400 L STREET, N.W., SUITE 400

WASHINGTON DC 20005 WASHINGTON DC 20005

RE: Ocean Risk Retention Group, Inc.
Certificate of Authority No. RRG-44-05-06
Subject: Ocean Risk Retention Group Examination Report March 22 — May 31, 2005

Gentlemen:

I refer to your letter of August 19", 2005 covering the Examination Report for Ocean Risk
Retention Group. Our comments and observations with specific reference to the
Recommendations (page 37) are as follows:

Recommendation - Ocean should provide the DISB with a full description as the reason for the
material deviations from the financial projections included in the Bartlett feasibility study.
Consideration should also be given to Ocean providing updated five-year financial projections.

Response — Revised five year proformas and revised assumptions were provided to the DISB
June 8™, 2005.

Recommendation — Ocean should comply with the rating and discount criteria provided in the
Bartlett feasibility study (the DISB-approved rates) as well as comply with the established
ORRG underwriting guidelines

Retgponse — Ocean is in compliance with the rates and guidelines approved by the DISB August
127, 2005

Recommendation — The Captive Manager should monitor Ocean’s application of rating and
discount criteria to ensure compliance with the filed guidelines, and provide the DISB with a
monthly status report until further notice from the DISB.

Response — The Taft Companies will provide the DISB with a monthly status report
commencing October 2005.

W. A TAFT & COMPANY (DC) LTD.
1250 H. Street, NW, Suite 901
Washington, DC 20005

P 877 587 1763

F 877 224 0876



Recommendation — Ocean should ensure that its Managing General Underwriter promptly
complies with all applicable laws and regulations of the State of New Jersey

Response — It is our understanding that Renaissance Retention Group is now in compliance with
the laws and regulations of the State of New Jersey.

I would also like to point out that all concerned, Ocean Risk Retention Group, The Taft
Companies, The Bartlett Group, Atlantic Risk Management and Muldoon Murphy & Aguggia
LLP cooperated fully with the examiners in all areas expediting the examination process.

With respect to the examination as a whole, we did find several minor factual errors in the
narrative but in the aggregate they had no overall impact on the outcome of the examination.

If you have any questions, please do not hesitate to contact me.

Yours truly,

W. A. TAFT & COMPANY (DC) LTD.
\4

W. Allen Taft

President

Cc:  Lou Campisano, Renaissance Retention Group
Jeanette Frankenberg, Ocean Risk Retention Group
Glenn Battschinger, Renaissance Retention Group
Arthur Perschetz, Muldoon Murphy & Aguggia LLP
Aaron Kaslow, Muldoon Murphy & Aguggia LLP
Brian Johnson, The Bartlett Group
John Weitzel, The Taft Companies

W. A TAFT & COMPANY (DC) LTD.
1250 H. Street, NW, Suite 901
Washington, DC 20005

P 877 587 1763

F 877 224 0876
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Datea: 8/16/2005

Please deliver the following message to:

Name Company Fax Number

Richard Pisacane 201-246-1093
Lou Campisano

Glenn Battinger

Jeanette Frankenbeg

From, Douglas F. Doyle, Esqg. (Sue)

Pages including
this cover 12
page:

Comment :
Please review tha attached and call me with Your comments.

RIS pTN, muu-mu-wum-h-m—-nuuwuqn—mmum -lnm-‘.vhrln‘n“mhuvum
unqmm“omm:« s-u:: ey phogrAd Vel e i Pytall.] o o Commioern T

90 this rveSE e m 0 saricsly wyokiniced, WS reseived thia )
T with Im. Lielow. plosee wiify w Usetincaly by solaphame, 197D -0 ™~ TRl

(990033 - sr099 ) 08070105,00C; 1}

SEP-16-200S @1:11 From: 973 635 @585 ID: +RENAISSANCE RET GRP Page:@01 R=94x



pol el gt o Rl wd s 4 ol

1b:449 From: +RENAISSANCE RET GRP 2012461093 To:548 364 6381 P.2712

SRLAN/MR 1017 rAA BID 0)0_0808. EDWARDS & CALDWELL LLC - ooz

EDWADDS ¢ CAiDwmL e BRAE T

COUNSELLORS AT LAW
1800 Route 208 North Trorton Offon

X Coomaron Pecn P.0. Box 23 42 Wt term e
&% NY 1000 Hawthome, New Jarsey 07507 (400] %6 250
(312 Tar.0138 (873) 636-0800 Talocopler (800) 304.3470
Telmcopier (212} 7470136 — Cants New Jonoy Oce
Meese Ruply to Hawthorne ETo::nNo:' {873) 636"-2505 ;“, *:3"“ Reag

. -malt ecplaw@ecp-law.com vie i‘m
For Owarnight Owilvery 2) 17 ("'.3;)81741&
Poasausn 07600 slacopier

Septenber 16, 2005

VIA EMAIL & REGULAR MATL

Arthur D, Perschatz, Eaq.
MULDOON, MURPHY & AGUGGIA, LLP
5101 Wisconsin Ave., N.W.
Washington, DC 20016

Re: Ranaissance Reteantion Group, Ing,

Ocean Risk Retention @roup, Inc.

Deax Mr. Perschetz:

Attached is the proposed insert for the response to
the Washington, DC, Department of Insurance Report:

Renaissance Retention Group (“RRG’) as
the Managing General Agent/Managing General
Underwriter ("MGA/MGU") for Ocean Risk
Retention  Group (“*ORRG") haa always
maintained insurence in order to comply with
N.J.SB.A. 17:232C-5 and N.J.A.C, 11:17-6.3d.
It has also always maintalned errors and
omissions coverage in the amount required
under N.J.A.C. 11:17-6.34d.

Specifically, RRG has maintained
professional liability inasurance coverage
under policy #647-79-32 with Naticnal Unien
Fire Insurance Company of Pitteburgh (che
"National Policy*). A copy of the National
Policy 18 attached hereto as Exhibit A. It
was effective from July 28, 2004 to July 28,
2005,
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The New Jersey Dapartment of Ingurance
(*NJDOI") undex N.J.A.C. 11:17-6.3d requires
that “all managing general agents shall
acquire and maintain an errcrs and omiasiona

ineurance policy with

(which) shall e get at $1

coverage limits
00,000.00 or ten

Percent up to §$500,000.00 of the direct

pramium written by an

inaurer for the

previous calendar year that ig attributable

to the MGA, whichever ig graatexr”.

The limit of liability on the National

Policy is $1,000,000.00.

liability insurance clearly

Thig 1limit of
maata the

reguirement under the Adminigtrative Code.

When RRG was qQuestioned by the wNIDOI
whether the National Policy coverad acts or
omissions by RRQ acting as an MGA/MGU, RRG

confirmed with its broker
Coverage to act as an MGA/MGU.

that RRG hag
R confirming

letter from RRG'g broker is attached herato
a8 Exhibit B. That letter confirms that the

Naticnal Policy does not have

any specific

Coverage excluaions for MGA/MGU  activity
under the definition of “apecial pervices*,

RRG was aleso advised

inveatigator from the

contacted National directly to
could be obtained
neured to provide

whather an *andoreemant
to cover acts by the i

MGA/MGU  gervices. Apparently,
advieed that no endorsement

Coverage was available.

that an
may  have
determine

National
for gsuch

However, an endorsement would not be

required because there

apecific

excluaion in the policy for RRG acting as

MGA/MGU .

When RRG attempted to renew
National elected not to renew the
RRG acquired insurance from Ame

{co278¢ - aoooa / 40081342 ,00C; L)

ita policy,
policy and
vican Home
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September 16, 2005
Page 3
Rssurance Company (“American®). p copy of

the declaration page

for American ia

attached hereto as Exhibit C together with a
full capy of the policy.) We direct your

attention to page 3 of

11 of the American

policy. “Professiona) Services” specifically
includea aervices for othexs in any of the
following Capacities; “.#3 Insurance General

Agent” .

In sum, RRg maintained at all times

professional liabilicy

inaurance which

protected ORRG from potential improper acts
or omiseions by RRG acting as a managing
general agent/managing general underwriter,

Second, NJDOI indicated that RRG had
neot pecured a sursty bond.

However, a close reading of tha New
Jeraey regulations did not  immediately
raveal that RRG igs réquiraed to have a Surety
Bond for Ocean Risk Retention Group.

8pecifically N.J.A.C, 11:17-5.3,
subsection (a) provides as follows: no

pazaon, firm, associatien or coxporation
shall act in a capacity of a managing
general agent with respects to risks located
in this acate for an ineurer licensed ig
this atats unleags auch person ig licensed ag

an insurance producer in
authority for the kind
transacted. Subsection
managing general agents

thie state with the
of business to be
{c) provides =»all
shall acquirs and

maintain a Surety bond for the protectien of

the insurer contracting
agent..”.

with the managing

A fair reading of thege two sgotions ig
that since ORRG is not an insurer “licenaed
in this atate* the managing general agent
(i.e. RRG) does not require a surety bond.

RRG advised NJDOI of this position and
specifically requeated guidance, The NJDOI

{a01706 - aoqoy / 00092241.00¢)1)
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Arthur Perschetz, Baq.

September 16, 2005

Page 4

DFD:ah

could not immediately explain itas basis for
requixing a Gurety bond under the pertinant
statutes. However, subsequently the NJDOI
did explain te counsel for RRG how it
interprets the relevant statutes, which
interpretation (albeit not readily apparent
from a plain reading of the statutes)
requires the posting of a surety bond.

Therefore, RRG is in the process of
pProcuring a surety bond to comply with
N.J.A.C. 11:17-6.3,

To:548 364 6381 P.5712

“@oos

EDWARDS & CALDWILL uc

This draft ig provided for discussion purposes only
and ias subject to RRG’'s review and approval. Please call me
upon receipt to discuss,

Very truly yours,

DOUGLAS F. DOYLE

Enclosures

{06278 - oogo1 / 00081241.10¢;1)
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THIS (9 A OLAIME MADBSE POLICY
PLEASE READ CARBFULLY

NATIONAL UNION
FIRE INSURANCE COMPANY
. OF PITTSBURGH, PA. *

176 WATER STREET, NEW YORK, NY 10088

A CAPITAL STOCK COMPANY, NEREIN CALED THE "COMPANY™

NOTICE: THE LIMITS OF LIABIUTY AVAILABLE TO PAY JUDGMENTS OR SETTLEMNNTS SHALL 83
REDUCED BY AMOUNTS INCURRED FOR LEGAL ORFANSK. PURTHER NOTE THAT AMOQUNTS
INCURASD FOR LEGAL DEPENSE SHALL AR APPLIED AGAINST THE DEDUCTIBLE AMOUNT.

INSURANCE AGENTS AND BROKERS PROFESSIONAL LIARIUTY POLICY

REPLACEMENT OF POLICY NUMBER: #/4 POUCY NUMBER:  §47-79-37
- ' DECLARATIONS '
ttem 1: inaured: RUNATSSANCE RET2AT 104 GRoUP 14e,

Addrens: 039 KEARY A/E
. P O BOX 430
KEARWY , 1) 07032

¥tem 2. Polloy Period  From: Joly 28, 2004 To: July 28, 2005
. at 12:01 AM, standard time 8t the nddress of the Insured atated above,

ftem 3. Limity of Uablity (Including Refene¢ Costa, Charges and Expensges):

47,000, 000 Each Wréngful Aot or serles of continuous, repestod or
. R Intorraletod Wrongtul Acts,
11,000,000 Agpgregate. '
Item 4, Doductidle: 25,000 + EOCh Wrongful Aot or series of gontinuous, repeated or
. " Interrelated Wrongful Acts,
ftom B Premium: ____ 23,030+ —330_R Surchapgs

Pramium fop l.‘u-rllnd-k}’ gf Terrariam Covarage wador Tarrorise
sk Inswrance Act 2002: 490 |he vded in palicy prealum,
coverage ;navlm for 103493 causad by an act of terrarian a3
laed by TRIA (TRIA losses) ay beo pxat 117{";:!.0”"41 by the
ade

1
(
Onitad States andor s formule satabiianed by as fallows; 80% of
TRIA Lossas 1n aacase of the Tasarer dedactidle mandated by TRIA, the
doductidle to be besed o0 & pehoaatage of the insurer’s direct aornad
preniuas for the yoar proceding tha act of terrorisa.

A copy of the TAI4 disclopurs sant with the arigiael guots I+
arteched Marato,

7314934

42418 (4/88

08/00/08 THU 17:17 [TK/RX No 8688)

SEP-16-2005 Q1113 From: S73 635 oSes ID: +RENAISSANCE RET GRP  Pace:@27 R=94%
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Producer: 040 s
Addrens: . po'por dgg T 1
LIVINGSTON, &y 07033-2280

By accaptance of thig poiicy the Maurod
] 0Qrasa that tha statoments In the Declarsy
Application and ony attachments hersto are tho Insurad's Agresmaonts and representations :::i :hnl‘: tm:

policy smbodies ai agreementy s
Reprasantatives retesin e om! lnsuu':o'ct:'.‘a between the Insured snd tne Company or any of Ia

ﬂ Zc’ Aug 268, 2004

7914934 AUTHORIZED COMPANY ROPREBENTATIVE

42418

88/09/708 THO 17:17 [TK/RX NO B888)
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EXHIBIT B
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Small Business ‘
Counell Cerporate Centar I
- ' Oue Conadll Drive
MEMORANDUM ‘ i eyl
- . Pax: 866344-150
To: David Ratner '
From: Neal Stoeckel
Date: July 7, 2005 .
RE: RENAISSANCE RETENTION GROUP, INC. - PROPESSIONAL
ILITY - POLICY NUMBER 6477932 .

Iunccutdancovdﬂadmabovenowdpolicyinuludlngnunms, Conditions and Exclusions, the
policy does not have a epecific coverage exolusion for MGA/MGU actlvity under the definition
of professioual servicas, Caverage for mny claims would depend on the allegations of such
claims 85 woll 83 the policy Terms, Conditions and Exclusions, It would not be poasible to
mkeadatanﬁnmionofbovmgetmlmmhmmdﬁcclahnwtding.

L
G
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EXHIBIT C
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)

Professiona) Liabilsty Specialists

DO

]

Insured: Mr, Lou Campisano

Evidence qfv Insurance:

30 Wogt Mount Pleasant Avonng, PO, Bax 468, Livingston, NY 07039
Teloghone: 973.758-1700 + Pax: $73.758- 1707
5 Worw, Bl ]

Runalssance Retendon Group, Ine,

839 Koamy Avenas
P.O. Box 430 s
Koamy, NJ 07032
We are pleased to advise you that, pending the lssunnce of the applicable Insurance policy, coverage is boumd as
follows:
Insurance Carrier: American Homo Assurnace Company (Admltgud)
_Type of Coverage Professtenal 1 ixbllity ‘
1 |Binder Number DOC- 6594
Biader Type: New [X] Renewnl [ Endorsement [ |
Policy Term: From: 7/18/2008 From; 7/18/2006
Limit of Liabllity: §1,000,600 / $1,000,000
Resmistion / Doduetibla: $5,000
| Fremium: $7041.00 (Plas NJ Plign Surcharge of $123,00)
Endorvements / Excluslons: In gecordance with oar m._d' quots letter dnudTJu!z 7™, 2008
Conditions: | Recalpt, revisw, and accoptance of Sapplements A, B, & C (attached),
oven {f they ave not applieable; )
re-dated arder to lsmus,
Tesuanca of a policy is cootingest upon receipt, review and scceptanes of the afuramentioned conditions AND
mumdmbyDbOComepu,ln..oﬂhpuuhmdn. i

Dated: July 18, 2005

o .

ID: +RENAISSANCE RET GRP  Page:@12 R=94x



Government of the District of Columbia
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Thomas E. Hampton

Acting Commissioner

MEMORANDUM

TO: Thomas E. Hampton
Acting Commissioner

FROM: Dana G. Shepp
Director

Risk Finance Bureau
SUBJECT:  Ocean Risk Retention Group

DATE: November 2, 2005

As you aware, in June of this year, New Jersey Insurance Commissioner Don
Bryan informed then-DC Commissioner Mirel that Ocean Risk Retention Group was
engaged in market conduct practices that were contrary to the information stated in its
business plan. Ocean Risk Retention Group (“Ocean”) writes liability coverage for taxis
operating in the State of New Jersey.

The Department engaged Rector & Associates to perform a limited-scope
examination o the company’s underwriting and rating, claims, and handling of premiums
to ensure that Ocean was in compliance with District of Columbia law, and the business
plan on file with the Department. The NJ Department of Insurance also participated in the
examination by examining the practices of Ocean’s MGU. The examination commenced
on July 11, 2005 and concluded on July 13, 2005,

The examiners’ report found no significant violations. However, the examiners
found in several instances that Ocean was not using the rating, underwriting, and discount
criteria submitted in its initial application filed with the Department.

The examination report was sent to Ocean on August 19, 2005 and comments
from Ocean were received on September 29, 2005. Ocean did not dispute the findings
and recommendations, and agreed to take all necessary steps to correct the problems
found in the examination report. The findings and recommendations were discussed with
Ocean’s representatives, and Ocean’s captive manager, Allen Taft agreed to monitor the

810 First Street, NE, #701  Washington, DC e 20002 e Tel: (202) 727-8000  www.disb.dc.gov



company more closely, and report his findings to the Department on a monthly basis.
The Recommendations can be found on page 37 of the examination report.

Please let me know if you accept the findings and recommendations. If so, I will
prepare an order adopting the report for you to sign.

810 First Street, NE, #701 » Washington, DC e 20002 s Tel: (202) 727-8000 e www.disb.dc.oov

——— e Y



August 19, 2005

Limited Scope Examination for
OCEAN RISK RETENTION GROUP, INC.
For the Period

March 22, 2005 through May 31, 2005

The Honorable Lawrence Mirel

Commissioner

Department of Insurance, Securities and Banking
Government of the District of Columbia

810 First Street, N.E., Suite 701

Washington, DC 20002

Commissioner Mirel:

Under the provisions of the District of Columbia Insurance Code, Section 3931.14 ez
seq., a limited-scope examination was made of the conduct, performance and practices of

OCEAN RISK RETENTION GROUP, INC.

with administrative offices located at 839 Kearny Avenue, Kearny, NJ 07032. This
limited-scope examination, as of May 31, 2005, reflects the insurance activities for Ocean
Risk Retention Group, Inc. hereinafter referred to as “ORRG.” ORRG’s National
Association of Insurance Commissioners (“NAIC”) individual company code number is
10158.

ACKNOWLEDGEMENT

In addition to the undersigned, Bruce Schowengerdt and Edward Dinkel of Rector &
Associates, Inc. participated in this limited-scope examination.

Respectfully submitted,

Lee Backus, Examiner-in-Charge
For the District of Columbia
Department of Insurance, Securities and Banking
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SCOPE OF EXAMINATION

This limited-scope examination covers the period ORRG commenced business, March
22, 2005 through May 31, 2005. The examination fieldwork commenced on July 11,
2005 and concluded on July 13, 2005. ORRG has only been domiciled (licensed) in the
District of Columbia since March 2005 and thus we have not performed a full-scope
examination of ORRG in the past.

Ocean is a risk retention group that is licensed only in the District of Columbia. It writes
only taxi-cab auto liability coverage and writes such coverage exclusively in the State of
New Jersey.

A limited-scope examination of Ocean was called by the District of Columbia
Department of Insurance, Securities and Banking (the “DISB™) to respond to issues
raised by the New Jersey Department of Banking and Insurance (the “NJ DOI”) regarding
Ocean’s operations. The scope of the examination was desi gned to specifically address
the issues raised by the NJDOIL.

Rector & Associates, Inc. (“R&A”), with assistance from the New Jersey Department of
Banking and Insurance (“NJDOI”), performed the limited-scope examination of ORRG
in accordance with the Final Scope — Targeted Financial/Market Conduct Examination —
Ocean Risk Retention Group, Inc. (Appendix B) outlined and approved by the District of
Columbia Department of Insurance, Securities and Banking (“DISB”).

The limited-scope examination included the following procedures: review of the ORRG
business plan; review of the captive management agreement with the Taft Companies
(“Taft”); review of the managing general underwriter (“MGU”) agreement with
Campisano/Renaissance Retention Group (“RRG”); assessment of applicability of, and
compliance with, managing general agent (“MGA”) laws; determination of management
of ORRG; review of the feasibility study performed by Bartlett Actuarial Group, Ltd.
(“Bartlett”); tests of underwriting and rating; analysis of handling of premiums by RRG;
review of capital and surplus contributions by ORRG policyholders; tests of claims; and
review of business plan requirements for errors & omissions (“E&O”) insurance and/or
bonds for the protection of ORRG.

The limited-scope examination consisted of a review of extensive information provided
by the DISB, NJDOI and ORRG, three days of on-site examination work that included
meetings and discussions with ORRG, Taft, Atlantic Risk Management (“ARM”) and
RRG personnel, and telephone conferences with various DISB, NJDOI, ORRG and Taft
personnel.

The procedures performed were based on the limited-scope examination scope approved
by the DISB. The examination was not a “full-scope” examination as described in the
NAIC Financial Condition Examiners Handbook and the NAIC Market Conduct
Examiners Handbook and is not intended to communicate all matters of importance for
an understanding of ORRG. We did not examine or verify any information, data,



procedures, etc. beyond the scope of the procedures described in this report. Had we
performed a more comprehensive full scope examination, information may have been
obtained that would have altered the conclusions in this report.

Some unacceptable or non-complying practices may not have been discovered in the
course of this limited-scope examination. Failure to identify or criticize specific practices
does not constitute acceptance of such practices by the DISB. This report should not be
construed to endorse or discredit any insurance company or insurance product.

The NJDOI sent its own examiner to conduct a review of Ocean’s MGA, RRG to
determine whether RRG is in compliance with all applicable New Jersey laws and
regulations. NJDOI’s findings appear in Appendix A of this report.

BUSINESS PLAN

Financial Projections

Summary

We performed the following procedures pertaining to the review of the ORRG business
plan: 1) obtained and reviewed a copy of the ORRG business plan filed with the DISB
and the NJDOYI, 2) determined whether ORRG was in compliance with the elements of
the business plan pertaining to: management of ORRG, underwriting and rating; capital
contributions; claims; and handling of premiums; 3) compared the most recent financial
results to the financial projections included in the business plan; and 4) discussed with
ORRG personnel the process of developing the financial projections (including key
assumptions relied on).

Our assessment of ORRG’s compliance with the specified components of the ORRG
Business Plan was performed in conjunction with those procedures outlined in items 2.
through 11. below. To avoid duplication, we have included the write-ups of the
description of tests performed, and our conclusions, under those various items. We direct
the reader to those items for our detailed discussions of ORRG’s compliance with the
specified sections of the ORRG business plan.

The most recent financial statements available for review at the time of our on-site
examination were ORRG’s 5/31/05 internal financial statements. ORRG did not begin
insurance operations until early April 2005. Therefore, the 5/31/05 financial statements,
which included only two months of insurance operations, were too limited to compare
directly with the financial projections contained in the ORRG business plan. Instead we
compared the key assumptions in the financial projections to ORRG’s current operations
and noted differences as described in detail below. We did not attempt to quantify the
differences; however, the impact of the differences on the financial projections could be
significant. We were informed that ORRG has filed an amended business plan with the



DISB that includes revised financial projections, which might have taken into account the
differences we noted. We also performed a general analytical review of the financial
statements for compliance with the DC Captive Laws, and nothing came to our attention
that would indicate that the financial statements are not being prepared in accordance
with the DC Captive Laws.

Detailed Discussion

We performed our assessment of ORRG’s compliance with certain specific components
of the ORRG Business Plan in conjunction with the procedures outlined in the various
sections below. To avoid duplication, we have included the write-ups of the description
of tests performed, and our conclusions, under those various items.

To perform a comparison of the most recent financial statements to the financial
projections contained in the ORRG Business Plan, we obtained a copy of ORRG’s
5/31/05 internal financial statements and the Bartlett feasibility study. (The Bartlett
feasibility study contained the ORRG Business Plan financial projections.)

ORRG initiated insurance operations in early April 2005. As a result, the 5/31/05
financial statements contain very limited financial results, thus making it difficult to
perform a meaningful comparison to the ORRG business plan financial projections.
Instead, through review of the financial projections contained in the Bartlett feasibility
study and discussions with ORRG and Taft, we identified the key assumptions contained
in the financial projections. We then compared those key assumptions against ORRG’s
current operations (including the actual financial results presented in the 5/31/05 financial
statements) to determine whether differences existed. We did not attempt to quantify the
effect of the differences we noted. However, we believe the differences as a whole could
have a material impact on the financial projections.

Key Assumptions in Business Plan:

Following are key assumptions included in the financial projections contained in
the ORRG Business Plan (Bartlett feasibility study):

o First year (2005) gross written premium will be approximately $3 million.

* ORRG’s book of business will closely resemble that of its major
competitors.

e June 1, 2004 CAIP rates as promulgated by AIPSO in New J ersey should
be offered.

* Discounts of up to 25% will be offered for exceptional risks (however, for
the first three policy years, the maximum discount would be 20%).



* Initial capitalization of $600,000 ($400,000 in the form of a letter of credit
and $200,000 in the form of a surplus note).

® Yearly loss ratios of 36%.

® 95% of available assets will be invested and the average yield on
investments will be 4.0%.

* Annual capital contributions by policyholders will be 11% of gross written
premium.

e Commissions on the RRG MGU Agreement will be 25% of gross written
premium.

* Additional operating expenses will be approximately $236,000 in the first
year.

* Forecasted losses are limited to a basic per occurrence combined single
limit of $35,000.

Differences from Key Assumptions in Business Plan:

We noted the following differences between ORRG’s actual operations (including
those captured in the 5/31/05 financial statements) and those contained in the
Bartlett feasibility study. We were informed that ORRG has filed an amended
business plan with the DISB that includes revised financial projections which may
have taken into account the differences we noted.

* Rates charged by ORRG through 6/5/05 were not based on the CAIP rates,
including discounts, contained in the Bartlett feasibility study. We noted a
significant number of policies with discounts in excess of 30% off the
CAIP rates. However, in a letter dated June 7, 2005 from Brian Johnson,
ACAS, MAAA (Bartlett Actuarial Group), Mr. Johnson stated “In my
opinion, the difference between charged and filed rates for those policies
written in April and May 2005 has no material affect on the solvency and
continued financial solidity of Ocean Risk Retention Group.”

ORRG indicated that it initially believed it had discretion to vary from the
CAIP rates included in the Bartlett feasibility study. However, as a result
of discussions with the NJDOI and with Taft, ORRG concluded that the
rates in the Bartlett feasibility study are required to be followed to be in
compliance with the ORRG business plan approved by the DISB.
Although ORRG indicated that it began strictly following the rates in the
Bartlett feasibility study in early June 2005, some differences were still
noted in our tests of underwriting and rating (see the discussion in item 7.
below).



Actual written premium per the 6/30/05 Production Report equaled
approximately $1.6 million. If ORRG were to continue to write at this
level for the remainder of the year, written premium for 2005 would be
approximately $4.8 million. The total written premium projected for all of
2005 per the Bartlett feasibility study is only $3.0 million.

ORRG’s current criteria necessary to obtain the 5% MVR discount is
seven or fewer insurable points. However, the Bartlett feasibility study
indicates that four or fewer insurable points are necessary to obtain the 5%
MVR discount.

ORRG is not charging additional premium for Uninsured Motorist
coverage. The Bartlett feasibility study includes a $24 per car additional
premium for Uninsured Motorist coverage.

ORRG is charging all policyholders the “non-fleet” CAIP rate, even in
instances when the insured would meet the CAIP definition of “fleet.” The
Bartlett feasibility study includes “fleet” and “non-fleet” rates. The “fleet”
rates are slightly higher than the “non-fleet” rates.

ORRG capital contributions are equal to 10% of gross written premium.
However, the Bartlett feasibility study assumes capital contributions of
11% of gross written premium.

ORRG is requiring policyholders to make capital contributions in the
amount of 10% of first year gross written premium for each of the first
three policy years. However, the Bartlett feasibility study assumes that the
annual capital contributions are based on current year gross written
premium and that the capital contributions will continue for as long as the
policyholder maintains a policy with ORRG. (We were informed that an
Amended Business Plan was filed with the DISB that included a revised
actuarial study that assumes capital contributions only in the first three
policy years based on first year gross written premium.)

The $200,000 Surplus Note was not funded into an ORRG bank account
until June 8, 2005. However, the Bartlett feasibility study assumed the
surplus note would be funded as part of “initial” capital and surplus.

The actual ORRG loss ratio at 5/31/05 was 55%. The Bartlett feasibility
study assumed a 36% loss ratio. (We were informed that the higher actual
loss ratio was a result of the premium rates charged from inception to
6/5/05 being lower than the approved discounted CAIP rates.)

As of the date of our examination, all of ORRG’s liquid assets were in
non-interest bearing bank accounts and ORRG had no investment income.



The Bartlett feasibility study assumed a 4% investment return on ORRG’s
liquid assets in 2005.

* Approximately half of the business written by ORRG has been Newark
Airport and Penn Station vehicles, which are not allowed to cruise the
streets for passengers. We were informed by ORRG that the rate charged
for those policyholders is the undiscounted CAIP rate. The premium rate
schedule in the Bartlett feasibility study does not include a Newark
Airport or Newark Penn Station rate, and it is unclear whether the Newark
Airport and Penn Station risks were evaluated as part of the Bartlett
feasibility study.

® Due to an error in the formula used to calculate discounts, all $100,000
liability limit policies issued by ORRG after 6/5/05 include a discount of
25% off the CAIP rate. (This formula error was corrected by ORRG
during our on-site visit.) The Bartlett feasibility study assumes maximum
discounts of 20% in the first three policy years.

Evaluation of Financial Statements:

In addition to comparing ORRG’s 5/31/05 financial statements to the financial
projections in the ORRG Business Plan, we reviewed the 5/31/05 financial
statements to determine general compliance with DC statutory accounting rules
for captive insurers and for any unusual transactions. We also held discussions
with Mr. Weitzel regarding the preparation and content of the financial
Statements.

Mr. Weitzel indicated that Taft is responsible for preparing ORRG’s internal
financial statements, including performing bank reconciliations of all ORRG
accounts and maintaining the books and records of ORRG. Taft is also
responsible for preparing the annual and quarterly statement blanks for filing with
the DISB. He stated that Taft receives production reports, as well as copies of all
policy declaration pages, from RRG on at least a monthly basis. Taft also has
access to the claims administration system maintained by the claims administrator
(Atlantic Risk Management). Taft will access that system to obtain financial
information necessary to establish ORRG’s insurance liabilities. All claims will
be paid from an operating account maintained by Taft. In addition all operating
expenses, except payment of commissions and return premiums, are paid out of
the ORRG operating account maintained by Taft. Premium receipts, commission
payments and return premiums flow through the ORRG Premium Trust Account
(an ORRG account) that is maintained by the officers of ORRG. Excess funds in
the premium account are periodically transferred to the Ocean operating account
maintained by Taft. Taft performs the monthly reconciliation of the ORRG
Premium Trust Account. Monthly internal financial statements are due (to the
officers of ORRG) by the 15™ day following month end. Mr. Weitzel indicated
that the financial statements are prepared in accordance with the DC Captive



Laws. He indicated that Taft has a substantial number of captive clients that are
domiciled in DC and that Taft has prepared and filed annual and quarterly
financial statements with the DISB that are in compliance with the DC Captive
Laws.

As aresult of our review of ORRG’s 5/31/05 internal financial statements and our
discussions with Mr. Weitzel, nothing came to our attention that would indicate
that the financial statements are not being prepared in accordance with DC captive
laws. However, we did note that the 5/31/05 financial statements did not include
the ORRG ~ Premium Trust Account (as described in more detail below) that was
opened by ORRG on 5/18/05 and had a balance as of 5/31/05. We were informed
by Taft that the exclusion was non-intentional and that the result of the exclusion
was that “Premium Receivables” was overstated and “ORRG — Premium Trust
Account” was understated by equal amounts. Therefore the 5/31/05 total asset
amount was correct. It was merely a misstatement in individual balances. We
were provided with a copy of ORRG’s 6/30/05 internal financial statements
which included the ORRG — Premium Trust Account.

Requirements for E&O Insurance and/or Bonds for the Protection of ORRG

Summary and Detailed Discussion

We performed the following procedures pertaining to the review of ORRG business plan
requirements for E&O insurance and/or bonds for the protection of ORRG: 1) evaluated
requirements for E&O insurance coverage and/or bonds in the Business Plan; and 2)
determined that required coverage and/or bonds were in effect.

The ORRG business plan does not contain any specific E&O insurance coverage and/or
bond requirements for any of the ORRG service providers. However, RRG is required to
maintain $1 million of E&O coverage as a part of the MGU Agreement. See the
COMPANY OPERATIONS AND MANAGEMENT section below for a discussion of
RRG’s E&O coverage.

COMPANY OPERATIONS AND MANAGEMENT

Determination of Management

Summary

We performed the following procedures pertaining to the determination of the
management of ORRG: 1) obtained and reviewed listings of management (officers and
directors) of ORRG, Taft and RRG; 2) obtained and reviewed background data
(biographical information) pertaining to management personnel at ORRG, Taft and RRG;
3) determined whether the background and expertise of the various management
personnel of ORRG, Taft and RRG are acceptable and appropriate given the role each
performs for ORRG.



The management of ORRG is divided between two entities: 1) ORRG’s Officers and
Board of Directors; and ii) Taft. ORRG has no paid employees; therefore, the day-to-day
management oversight of ORRG’s operations is the responsibility of Taft. Taft is
responsible for oversight of all ORRG service providers (MGU, claims administrator,
auditing firm, actuarial firm, etc.). To assist in its oversight role, one Taft employee is
also an officer of ORRG. Taft is subject to the control and supervision of ORRG’s three-
member Board of Directors, two of which are also officers of ORRG.

Although a service provider, RRG also exerts substantial influence over the management
of ORRG. RRG is solely responsible for underwriting and maintaining policies, including
the collection of premium on behalf of ORRG. Also, we were informed that the owner of
RRG is married to an ORRG officer/director. In addition, Mr. Battschinger is both a paid
employee of RRG and also an officer and director of ORRG. Therefore, although RRG
has no authority in areas such as check writing authorization, Mr. Battschinger does have
such authority in his role as an officer and director of ORRG. We were informed that this
structure was specifically designed to allow for ease of completing transactions.

Based on the results of our examination, we believe that background and expertise of the
management of ORRG, Taft and RRG are acceptable and appropriate given the role each
performs for ORRG. However, although we did not note any improprieties or favoritisms
during our examination, the lack of segregation of duties between RRG and ORRG
caused by dual roles performed by Mr. Battschinger does pose a potential risk to ORRG.

Detailed Discussion

We performed a review of the management (officers and directors) of ORRG, Taft and
RRG:

ORRG

As described in the Business Plan, the ultimate responsibility for management of
ORRG is vested in the ORRG Board of Directors, which currently consists of the
following three persons:

Jeanette Frankenberg

Glenn Battschinger

Amet Songun

The ORRG officers, and their titles, are as follows:

Jeanette Frankenberg, President

Glenn Battschinger, Secretary and Treasurer
A. John Guignon, Assistant Secretary and Assistant Treasurer
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To assess the backgrounds of the ORRG directors and officers, we obtained
biographical affidavits for each and held discussions with ORRG and Taft
personnel. Except for Mr. Guignon, none of the remaining officers or directors
had any significant previous property/casualty insurance experience prior to
becoming officers and directors of ORRG. Ms. Frankenberg is a partner in a law
firm with primary emphasis in banking clients. Prior to joining ORRG as an
officer and director, Mr. Battschinger has been the operations manager of RRG
for approximately one year. Prior to that time, he owned and operated various
companies, none of which were associated with the insurance and/or financial
services industry. He also has previous military experience. Mr. Songun is an
owner of a taxi cab company. Mr. Guignon has approximately 17 years of
insurance industry experience, primarily as a risk manager. He has approximately
five years of experience working directly in the alternative risk (captives and risk
retention groups) market, including two years with Taft. He previously served on
the Board of Directors and was an officer of a multi-billion dollar insurance
company.

In our discussions with Mr. Battschinger, he indicated that he and Ms.
Frankenberg are the ORRG directors and officers who are most involved with the
oversight of ORRG. He indicated that Ms. Frankenberg is not physically located
at the ORRG offices. However, Mr. Battschinger holds telephone conferences
with Ms. Frankenberg virtually on a daily basis regarding ORRG matters. Mr.
Battschinger indicated that to offset his limited insurance experience, he has
extensive conference calls with Messrs. Guignon and Weitzel.

Mr. Battschinger indicated that Mr. Songun has very limited daily contact with
ORRG. However, as a taxi cab company owner, Mr. Songun has been working
closely with ORRG to help develop underwriting risk factors as well as to assist -
in the development of the ORRG taxi cab audit process. (As part of the policy
maintenance process, RRG is expected to perform on-site inspections of the
insured taxi cab companies to verify the accuracy of the underwritten taxi cabs.)

As described in more detail below, Mr. Gui gnon, as an employee of Taft, is
involved primarily with the financial oversight of ORRG through review of
various ORRG-prepared reports, preparation of various financial documents (e.g.
bank reconciliations) and review of financial statements prepared by Mr. Weitzel.

In our discussion with Mr. Taft, we were informed that due to the limited time
that ORRG has been in business, the ORRG Board of Directors has not yet met,
except to approve the ORRG Bylaws. Mr. Taft indicated that the ORRG bylaws
require that the ORRG Board meet at least annually.

Taft

In our discussions with Mr. Taft, we were informed that the following Taft
employees were assigned to the ORRG account:
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W. Allen Taft, President

Richard C. Goff, Secretary and Treasurer

Mary C. Goff, Senior Vice President

A. John Guignon, Captive & Risk Retention Group Manager
John A. Weitzel, Managing Director

In our discussions with Mr. Taft, we were informed that Mr. Taft is primarily
responsible for oversight of regulatory compliance issues related to Taft,
including, but not limited to, reporting to the DISB on regulatory issues, filing
statutory reports, working with ORRG on regulatory requirements, and
responding to insurance regulator requests. Mr. Taft has in excess of 30 years of
insurance industry experience, including 11 years at Taft. Taft primarily provides
services related to the alternative risk market (captives, risk retention groups, off-
shore reinsurance companies, etc.). We were informed that Taft provides
management oversight for a substantial number of risk retention groups and
captives in Vermont, Washington, D.C. and South Carolina.

Mr. and Ms. Goff provide general oversight services to ORRG, including
information systems support. Mr. and Ms. Goff have in excess of 35 and 30 years,
respectively, of insurance industry experience, primarily in the areas of
underwriting and risk management.

Mr. Guignon is responsible for the day-to-day oversight of ORRG, including
maintaining the books and records of ORRG at Taft. His duties include, but are
not limited to, review of daily, weekly and monthly reports prepared by ORRG,
RRG and ARM (the claims administrator), approval of invoices, issuance of
checks from the ORRG operating account, preparation of quarterly reports as

~ required by the Management Services Agreement, assistance with preparation of
monthly and quarterly financials statements and related supporting documents,
review of policies issued and responding to service provider requests/questions.
As described above, Mr. Guignon is a non-paid ORRG officer in addition to being
a paid Taft employee. He has approximately 15 years of insurance industry
experience, primarily in the areas of finance (accounting) and risk management.

Mr. Weitzel is responsible for preparation of ORRG’s financial statements (both
internal and external). Mr. Weitzel is a CPA and has in excess of 35 years of
insurance industry experience, primarily in the area of finance (accounting). Mr.
Weitzel has previous experience as Chief Financial Officer of three mid-sized
insurance/reinsurance companies as well as experience at a national CPA firm.
Our discussions with Mr. Weitzel and our conclusions on the internal financial
statements are described in more detail elsewhere in this report.
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RRG

As described elsewhere in this report, RRG has entered into a MGU
Agreement with ORRG to perform managing general agent services for
ORRG, including, but not limited to, policy underwriting, policy maintenance,
oversight of sub-producers, solicitation and acceptance of applications,
conducting audits, policy issuance, cancellation and renewal, handling of
premiums, and claims administration monitoring. RRG serves exclusively as
managing general agent for ORRG. All RRG activities are subject to oversight
by Taft, and Taft may override any actions taken by RRG. As managing
general agent, and by other means described below, RRG could exercise
significant influence over the management of ORRG.

RRG employees primarily responsible for the ORRG account are:

Louis S. Campisano, Sr., President, Secretary and Treasurer
Glenn T. Battschinger, Operations Manager

Per our discussions with Mr. Battschinger, Mr. Campisano is responsible for
the solicitation and acceptance of policies, oversight of subproducers, and
compliance with the requirements of the MGU Agreement. Mr. Campisano
has in excess of 25 years of experience in the insurance industry, primarily as
an insurance agent and underwriter. In our discussions with Messrs.
Battschinger and Campisano, we were informed that Mr. Campisano’s agency
experience includes personal and commercial lines insurance, including taxi
cab business. In addition, in communications with the NJ DOI, we were
informed that Mr. Campisano and Ms, Frankenberg are married.

Mr. Battschinger is primarily responsible for underwriting ORRG policies as
well as maintaining the books and records of RRG. In our discussions with
Mr. Battschinger, he indicated that he was the exclusive underwriter of all
ORRG policies. As described above, Mr. Battschinger is also an officer and
director of ORRG. Although we noted no improprieties, the lack of
segregation between Mr. Battschinger’s roles as officer and director of ORRG
and as a paid employee of RRG (primary underwriter of ORRG policies)
would allow for the possibility of ORRG’s interests being placed behind those
of RRG.

Based on the results of our testing, we believe that background and expertise of
the management of ORRG, Taft, and RRG are acceptable and appropriate given
the role each performs for ORRG. However, although we did not note any
improprieties or favoritisms during our examination, the lack of segregation of
duties between RRG and ORRG caused by dual roles performed by Mr.
Battschinger does pose a potential risk to ORRG.
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Taft Agreement
Summary

We performed the following procedures pertaining to the review of the captive
management agreement with Taft: 1) obtained and reviewed a copy of the captive
management agreement with Taft; 2) obtained and reviewed copies of reports provided
by Taft pertaining to the serviced provided to ORRG (including, but not necessarily
limited to, administration, underwriting, accounting/financial, investment management,
regulatory compliance and management reporting); 3) determined whether Taft isin
compliance with key elements of the captive management agreement; and 4) discussed
with ORRG personnel the scope of the services provided by Taft.

As described in the ORRG business plan, Taft is responsible for providing substantially
all of the day-to-day operational and overall management of ORRG. The scope of
services to be provided by Taft are outlined in the Management Services and Consulting
Agreement (“Taft Agreement”) between Taft and ORRG. Due to the limited amount of
time that ORRG has been in business, Taft’s oversight of ORRG has generally been
limited and has primarily focused on underwriting performed by RRG, preparation of
monthly financial statements, and responding to state insurance department examinations.
Based on our review of the Taft Agreement, reports prepared by Taft and discussions
with Taft and ORRG management, it appears that Taft is in compliance with the key
elements of the Taft Agreement.

Detailed Discussion

To perform our review, we obtained a signed copy of the Taft Agreement dated March
15, 2005 between W.A. Taft & Company (DC) Ltd. and Ocean Risk Retention Group,
Inc. The key elements of the Taft Agreement are contained in Section 4 and include the
following services to be performed by Taft:

a. “To staff such offices as are required to enable the due performance of all
duties to be performed pursuant to the terms of this Agreement”

We held discussions with W. Allen Taft, President, and John A. Weitzel, Managing
Director, of Taft and Glenn Battschinger, ORRG Secretary and Treasurer, regarding
offices maintained by Taft. Taft has two offices that primarily service the ORRG account.
Those offices are located in Washington, DC and Charleston, SC. The Washington, DC
office is responsible for the day-to-day oversight of ORRG, including maintaining
records, communicating with insurance regulators, maintaining operating bank accounts,
and coordinating functions with other outside vendors of ORRG. The Charleston office is
responsible for the production of accounting and financial statement reports.
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b. “To maintain the books and records of the Company and provide quarterly
financial statements and reports to the DISB, as required”

In our discussions with Mr. Taft, we were informed that books and records of ORRG are
maintained at Taft’s Washington, DC office. To maintain the books and records in
Washington, DC, Taft obtains periodic reports and documents, some of which are
available on-line (on a real-time basis), from ORRG, RRG and ARM (the claims
administrator). Original incorporation documents and accounting and financial statement
documents are maintained at Taft’s Washington DC office, while original claim and
underwriting file documents are maintained at the RRG and ARM locations.

ORRG began operations on March 22, 2005. Therefore, ORRG’s quarterly statement for
the first quarter of 2005 would have been due to the DISB by May 15, 2005. However, in
a letter dated May 4, 2005, Mr. Taft, on behalf of ORRG, requested a waiver of the first
quarter financial statement filing requirement due to the fact that ORRG did not engage
in the business of insurance from the date of its incorporation through March 31, 2005. In
a letter dated May 13, 2005 from James H. Lawrence II1, DISB Chief Financial Analyst,
ORRG was granted a waiver from the first quarter DISB filing requirements.

Quarterly financial statements for the period ended June 30, 2005 are not required to be
filed with the DISB until August 15, 2005. Therefore, there was no second quarter
financial statement available for our review. However, we were provided with a copy of
the 5/31/05 internal financial statements (balance sheet, income statement and general
ledger) prepared by Taft. Mr. Battschinger confirmed that the 5/31/05 internal financial
statements were filed with ORRG in a timely manner.

C. “To maintain the operating bank account of the Company, and reconcile
monthly”

Based on our discussions with Mr. Taft, an ORRG operating bank account was
established by Taft during ORRG’s incorporation process. The operating account was
established in the name of ORRG at the Branch Banking and Trust Company (“BB&T”)
under the management of Taft.

We obtained a copy of the May 31, 2005 operating account bank reconciliation as
prepared by Taft. The May 31, 2005 bank statement from BB&T indicated that the
account was in the name of ORRG and was mailed to the attention of Taft in Towson,
MD (another Taft office address).

In addition to the operating account, we were informed that, on July 8, 2005, Taft opened
a zero-balance account in ORRG’s name at BB&T. This account will be maintained by
Taft and used to pay claims incurred by ORRG. (We explain the account in more detail in
item 10. below.) Since the zero balance account was opened in July, no month-end
reconciliation was available for our review.
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d. “To manage relations with reinsurers, reinsurance intermediaries and
brokers to include contracts, premium and loss bordereau, payments and
collections”

At the time of the examination, ORRG had no reinsurance in effect. Therefore, Taft
currently performs no services for ORRG related to reinsurance.

e. “To report on a mutually agreed schedule and confer with the DISB with
respect to all matters deemed by the Service Provider (Taft) to be
relevant”

In our discussions with Mr. Taft, we were informed that ORRG has not yet been
requested to report to the DISB. ORRG is required to file certain financial reports (annual
and quarterly financial statements, actuarial opinion, audit financial statement, etc.) at
timeframes established by DC law and/or the DISB. Mr. Taft indicated that due to the
infancy of ORRG, the DISB is still assessing ORRG and would likely establish a
reporting schedule once ORRG has more reportable activity.

In addition to regularly scheduled reporting, Mr. Taft indicated that Taft would report
relevant matters to the DISB. As an example, he indicated that following an on-site
examination of ORRG (at RRG’s offices) by the NJDOI, Taft performed an on-site
review to address the concerns raised by the NJDOL. The results of Taft’s review were
then communicated to DISB in a letter dated June 13, 2005 from Mr. Taft to Dana
Sheppard, Acting Director, DISB Compliance Division. We obtained a copy of the June
13 letter and confirmed its contents as including a summary of the Taft review.

f. “To coordinate the outsourcing of accounting, auditing, actuarial and other
services which are separately negotiated and engaged by the company”

As described in the Business Plan, ORRG has contracted with the following entities for
relevant services:

i) Accounting & Auditing — Johnson Lambert and Company

ii.) Actuarial - Bartlett Actuarial Group, Ltd.

iii.)Claims ~ Atlantic Risk Management

iv.)Underwriting — Renaissance Retention Group

v.)Resident (Washington DC) Counsel — Muldoon, Murphy &
Aguggia, LLP

vi.)Defense Counsel (claims defense) — Suarez & Suarez

Although not specifically identified in Section 4 of the Taft Agreement, the ORRG
business plan also indicates that Taft will be responsible for the investment management
functions for ORRG, including assisting ORRG with procuring an investment advisor,
overseeing investment services provided by the investment advisor, monitoring
compliance with investment policy, and maintaining statutory accounting records related
to investment transactions. Due to the limited amount of funds available for investment at
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the time of our on-site examination, no investment policy has been established. All cash
receipts are currently maintained in non-interest bearing bank accounts. We were
informed that when sufficient funds for investing are available, Taft will help initiate
necessary investment services and help draft applicable investment policies that comply
with DC captive laws.

Based on our review of the Taft Agreement, reports prepared by Taft and discussions
with Taft and ORRG management, it appears that Taft is in compliance with the key
elements of the Taft Agreement.

Renaissance Retention Group (Managing General Underwriter) Agreement

Summary

We performed the following procedures pertaining to the review of the MGU agreement
between RRG and ORRG: 1) obtained and reviewed a copy of the MGU Agreement with
RRG; 2) determined whether RRG is in compliance with key elements of the MGU
Agreement; 3) discussed with ORRG personnel the scope of services provided by RRG;
and 4) determine the fees paid to RRG are in compliance with the ORRG business plan.

Under the terms of the MGU Agreement, RRG is responsible for all underwriting
activities related to ORRG including, but not limited to: 1) underwriting applications; ii)
issuing policies; iii) billing and collecting premiums; and iv) appointment and oversight
of producers and sub-producers. In addition to underwriting, RRG is responsible for
oversight of claims activities performed by ARM. In exchange for services provided to
ORRG, RRG is paid a commission equal to 25% of gross collected premium. Per the
MGU Agreement, all services performed by RRG are under the supervision of the captive
manager (Taft). Based on our review of the MGU Agreement and calculation of
commissions and our discussions with RRG, it appears that RRG is in compliance with
the key elements of the MGU Agreement and that fees paid to RRG are in compliance
with the ORRG business plan (and the MGU Agreement).

Detailed Discussion

To perform our review, we obtained and reviewed a signed copy of the MGU Agreement

between ORRG and RRG (the MGU) dated April 10, 2005 and a spreadsheet outlining

the calculation of commissions paid to RRG.

Based on our review of the MGU Agreement, the following key elements were identified:

The MGU shall:

a. Solicit and accept applications, quote, underwrite and conduct audits, and

solicit, negotiate, execute, amend, cancel, renew ahd terminate contracts of

insurance, binders, cover notes, policies, certificates, slips and other
formal evidences of insurance.
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Through our discussions with Mr. Battschinger and Mr. Taft, we confirmed that ORRG
has no paid employees and that all activities related to the solicitation, underwriting,
binding, terminating, maintenance, etc. of the ORRG insurance policies is performed by
RRG.

As part of our testing of the sample of policy files (see item 7. below), we reviewed
applicable documents related to application, policy issuance, subscription agreement
requirements and underwriting to determine whether such activities were performed by
RRG. We noted no exceptions.

b. Retain producers and subproducers and collect and receive premiums,
fees, audits, and other amounts due, and pay all commissions, return
premiums and adjustments.

Through our inquiries of Mr. Battschinger, we were informed that RRG has retained
three subproducers for the ORRG account.

¢ Khellah Agency
e Tango Agency
e LCI Agency

Mr. Battschinger indicated that the subproducers have no authority to underwrite or bind
policies or collect premiums on behalf of RRG or ORRG. All such activities are
performed exclusively by RRG. Mr. Battschinger indicated that the Khellah Agency is
sub-agent (subproducer) on all Newark cab business underwritten by RRG. All other
business has been produced by RRG. The Tango and LCI Agencies were sub-agents on
one policy each. Commissions to sub-agents are paid directly from RRG accounts.

C. Procure $1 million E&O insurance policy for itself.

We obtained a copy of RRG’s Insurance Agents and Brokers Professional Liability Policy
effective from July 28, 2004 — July 28, 2005 in the amount of $1 million with National
Union Fire Insurance Company. In our discussions with Lou Campisano, owner of RRG,
we were informed that the policy was designed to cover all managing general agency
activities performed by RRG on behalf of ORRG. However, he indicated that he had
contacted RRG’s insurance carrier and was unable to obtain written confirmation of such
coverage. Therefore, Mr. Campisano negotiated a new E&O policy with another insurance
carrier (AIG) to be effective retroactive to April 1, 2005 that would specifically include
coverage for RRG managing general agency responsibilities for the ORRG account. We
were provided with a copy of a memo from AIG dated J uly 7, 2005 that indicated that
professional liability policy number 6477932 issued to RRG by American Home Assurance
(a subsidiary of AIG) does not have a specific coverage exclusion for MGA/MGU activity
under the definition of professional services. The memo does g0 on to note that coverage
for any claims would depend on the allegations of such claims as well as the policy Terms,
Conditions and Exclusions and, as such, it would not be possible to make a determination
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of coverage unless AIG has specific claim wording. Thus, RRG’s new policy from AIG
appears to cover managing general agency services provided to ORRG. However, the
policy had not yet been received by RRG at the time of our examination, so we were not
able to review the new E&O policy. We were informed by the NJDOI that a copy of the
American Home Assurance E&O policy was received and reviewed by the NJDOI and that
it met the requirements of the NJ Laws including coverage for MGA activities performed
by RRG on behalf of ORRG. The policy was issued July 18, 2005 and was issued
retroactive to April 1, 2005.

d. Establish and maintain a premium trust account designated “Renaissance
Premium Trust Account” in a bank mutually agreed to by MGU and
ORRG and shall deposit into such premium trust account all premiums
collected by MGU under the terms of the MGU Agreement. MGU shall
maintain signature authority on such account and shall be entitled to retain
any interest earned on funds deposited in such accounts. MGU shall not
commingle any funds in such premium account with funds in MGU’s
corporate accounts or other funds held by the MGU in any other capacity.
MGU shall remit to ORRG all premiums due under the MGU Agreement
by the middle of the second month following the month during which
MGU collects such funds.

Through our inquiries of Mr. Battschinger, we were informed that during the period from
ORRG’s incorporation through the date of our on-site examination, there have been three
premium accounts for ORRG’s business: i) Renaissance Retention Group ~ ORRG
premium account; ii) Ocean RRG Premium Trust Account; and iii) Ocean RRG — Trust
Account. All three accounts were/are with the Bank of New York.

The RRG — ORRG premium account (the first account) was an RRG premium account
opened exclusively for ORRG business. During an on-site examination by the NJDOI,
ORRG was informed that ORRG funds had to be maintained in a “trust” account. As a
result, RRG closed the RRG — ORRG premium account and transferred all funds to the
Ocean RRG Premium Trust Account (the second account). That account was also an
RRG account. After submitting the new trust account information to the NJDOIL, RRG
was informed by the NJDOI that the trust account had to be an ORRG account and not an
RRG Account. Subsequently, RRG closed the Ocean RRG Premium Trust Account and
ORRG opened the Ocean RRG — Trust Account (the third account). All funds from the
Ocean RRG Premium Trust Account were transferred to the Ocean RRG - Trust
Account. The Ocean RRG — Trust Account, which is the current account used by ORRG
for all premium activity, is owned exclusively by ORRG. RRG has no authority to
withdraw funds from this account.

Although the current account used by RRG for ORRG premium activity is not in
compliance with the terms of the MGU Agreement (it is an ORRG account, not an RRG
account), we believe ORRG has more protections/benefits under the current arrangement
than would be attained under the MGU Agreement.
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. The current premium account is owned exclusively by ORRG.
RRG has no signature authority over the account. This provides
additional control over any misappropriation of funds by RRG.
Under the MGU Agreement, RRG would have signature authority
over the premium account and would control distributions from the
account.

. ORRG has immediate access to the premium funds. This has the
potential to increase ORRG’s investment income. Under the MGU
Agreement RRG would have the ability to hold the funds for as
long as 75 days.

e. Prepare and maintain on behalf of ORRG weekly and monthly bordereau
providing such policy information in such form as reasonably requested by
ORRG, and shall prepare and maintain on behalf of ORRG, monthly by
the 15™ business day of the following month, accounting bordereau
providing such information in such format as required by the DISB in
respect to policies issued by ORRG.

We obtained a copy of the 6/30/05 Ocean Risk Retention Group Production Report. The
Production Report provides a listing of all policies issued/cancelled by ORRG since
inception, and includes information such as policy number, name of insured, policy
effective date, policy limits and premium and capital contribution amounts. In our
discussions with Mr. Weitzel, the Production Report is transmitted to Taft on a monthly
basis, along with copies of the policy declaration page for all new policies issued by
ORRG, in order for Taft to produce internal financial statements as well as any DISB
required filings (annual and quarterly statements).

To determine whether the commission payments to RRG were calculated in accordance
with ORRG business plan, we obtained a listing from ORRG of all payments made to
RRG as of 6/30/05. According to the listing, ORRG has made two payments to RRG as
of 6/30/05: 1) $118,848.03 on 5/15/05; and 2) $195,489 on 6/8/05.

Per the ORRG business plan, RRG’s commission is calculated as 25% of “direct written
premium.” However, the MGU Agreement states that RRG shall be entitled to a fixed fee
of 25% of “gross collected premium.” In calculating the RRG commission amount,
ORRG has used “gross collected premium.” We believe this benefits ORRG as no
commission would be paid to RRG until the premium is actually collected.

At the time of collection of premium, RRG also collects a 10% (as a percentage of
premiums) capital contribution payment and a 1% organization fee. As an example, an
insured owing a $5,000 premium, would also pay a $500 capital contribution (10% of the
$5,000 premium) and a $50 organization fee (1% of the $5,000 premium). The total
collected by RRG for this insured would be $5,550. As a percentage, the premium
equates to 90.09% of the total amount collected ($5,000 divided by $5,550).
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Since RRG’s commission is based on “gross collected premiums,” to calculate the
commission payable to RRG, “total cash collections” (the sum of premiums, capital
contributions and organization fees) from ORRG must be multiplied by 90.09%. That
amount is then multiplied by the 25% commission rate to arrive at commissions payable
to RRG.

The commission calculations of 5/15/05 and 6/8/05 both properly took total cash receipts
at ORRG at the date of calculation and multiplied that amount by 90.09% to arrive at
gross collected premiums. For the 5/15/05 commission calculation, the gross collected
premium amount was then multiplied by 25% to arrive at the commission amount due to
RRG. We reperformed the calculation and verified its accuracy.

However, for 6/8/05, the gross collected premium was multiplied by 30% to arrive at the
commission amount due to RRG. The 30% commission rate did not agree to the
commission rate set forth in the ORRG Business Plan. However, the 30% rate does tie to
the MGU Agreement which allows the MGU, at its discretion, to charge a service fee of
up to five (5%) of premium to policyholders. In our discussions with Mr. Battschinger, he
indicated that RRG had interpreted this clause to allow for an additional 5% commission
payment from ORRG. However, after consultation with Taft, it was determined that the
additional 5% service charge was not an additional commission allowance, but, instead,
was an amount that RRG could charge the policyholder directly. Therefore, it was
determined that RRG must refund to ORRG the additional 5% commission received on
6/8/05. We were provided with a copy of the June 2005 Ocean RRG — Trust Account
Statement showing the refund deposit. We reperformed the calculation of the 6/8/05
commission payable to RRG, with consideration for the refunded 5% overcharge, and
verified its accuracy.

Based on our review of the MGU Agreement and calculation of commissions and our
discussions with RRG, it appears that RRG is in compliance with the key elements of the
MGU Agreement and that fees paid to RRG are in compliance with the ORRG business
plan (and the MGU Agreement).

UNDERWRITING AND RATING PRACTICES

Bartlett Feasibility Study

Summary

We performed the following procedures pertaining to the review of the feasibility study
performed by Bartlett Actuarial Group, Ltd (“Bartlett”): 1) obtained and reviewed a copy
of the feasibility study performed for ORRG by Bartlett; and 2) determined whether
ORRG policies are being rated based on the recommendations of the Bartlett feasibility
study.
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A copy of the Bartlett feasibility study is attached to this document as Exhibit 2.
According to the feasibility study, Bartlett recommended that ORRG offer commercial
automobile liability coverage to the New Jersey taxicab marketplace at the current CAIP
(Commercial Automobile Insurance Program) rates, promulgated by AIPSO in New
Jersey, effective June 1, 2004, subject to certain specified allowable discounts. Prior to
June 5, 2005, ORRG was not using the recommended discounted CAIP rates. We were
informed that, as a result of an examination recommendation from the NJ DOI, ORRG
began using the CAIP rates, adjusted for DISB approved discounts, beginning on June 5,
2005. Our testing of rating was performed as part of our tests of underwriting and rating
(see item 7. below), and we have included our summary results related to our review of
compliance with the Bartlett feasibility study recommended rates in that item.

Detailed Discussion

To test for ORRG compliance with the rates recommended by the Bartlett feasibility
study, we obtained a copy of the Actuarial Feasibility Study — Ocean Risk Retention
Group, Inc. — Bartlett Actuarial Group — J anuary 2005 (the “Bartlett feasibility study”).
The Bartlett feasibility study concluded that, “we recommend that Ocean offer
commercial automobile liability coverage to the New J ersey taxicab marketplace at the
current CAIP rates promulgated by AIPSO in New J ersey, effective June 1, 2004.” The
feasibility study also concluded that “percentage discounts off the basic premium rates
will be available for exceptional risks.”

Exhibit A to the Bartlett feasibility study included a listing of the CAIP rates by territory
and non-fleet and fleet status for $35,000 single limits for Bodily Injury and Property
Damage. Since ORRG was also proposing to write bodily injury and property damage
coverage for $50,000 and $100,000 single limits, Exhibit A also included an “Increased
Limit Factor” that would be applied to the $35,000 rate to arrive at the rate for the higher
limits.

The “Discounts Available for Exceptional Risks,” including criteria for attaining such
discounts, as listed in Exhibit A of the Bartlett feasibility study are as follows:

. 10% Risk Management Credit

. Operations Survey must be completed

. Each vehicle listed on Schedule of Covered Auto must be inspected by
ORRG annually

. Maintenance Records for each vehicle listed on the Schedule of Covered

Autos must be made available to ORRG
. 5% MVR Credit
. Awvailable to each driver listed on the Schedule of Named Drivers with no

more than four (4) insurance eligibility points on their current driving
record
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. 5% Clean History Credit

. Available to each member who submits a 3-year loss run showing no
losses

. 5% Accident-free Member Credit

. Available to each member after three years with ORRG if no losses have
occurred during those three years

As outlined above, the maximum discount available to a policyholder is 20% for the first
three years of the policy and 25% after three years.

Due to the fact that we performed our testing of conformity of ORRG-charged rates with
the Bartlett feasibility study in conjunction with our testing of underwriting and rating,
we have combined our write-up in item 7. below.

Underwriting and Rating Tests

Summary

We performed the following procedures pertaining to the tests of underwriting and rating;
1) reviewed RRG’s underwriting procedures to determine that the procedures are in
compliance with ORRG guidelines; 2) discussed the underwriting procedures with RRG
to gain an understanding of how underwriting procedures are implemented in practice; 3)
discussed with RRG whether rates (including discounts and surcharges) have been
calculated consistent with the ORRG business plan; and 4) selected a limited sample of
policies that have been issued to: i) determine that the policy file information was
complete (contained all information necessary for underwriting and rating and to
determine exposure); ii) determine that appropriate underwriting was performed based on
RRG’s underwriting procedures; iii) recompute the premium and determine that it was in
accordance with the ORRG business plan rates; and iv) determine that
discounts/surcharges were properly supported by appropriate documentation.

ORRG’s underwriting and pricing is performed by RRG as part of RRG’s MGU
responsibilities. Subsequent to 6/5/05, RRG began using underwriting and pricing
guidelines based primarily on the Bartlett feasibility study (the Bartlett feasibility study
was filed as an attachment to the ORRG business plan). Prior to 6/5/05, RRG used the
Bartlett feasibility study as merely a guideline and varied its pricing based on Jjudgmental
factors. ORRG indicated that it initially believed it had discretion to vary from the CAIP
rates included in the Bartlett feasibility study. However, as a result of discussions with
the NJDOI and with Taft, ORRG concluded that the rates in the Bartlett feasibility study
are required to be followed to be in compliance with the ORRG business plan approved
by the DISB.
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The following exceptions were noted during our testing of underwriting and rating:

Exhibit A of the Bartlett feasibility study contains territory rates separated
between “fleet” and “non-fleet” rates. The “fleet” rate is slightly higher
than the “non-fleet” rate. Our testing indicated that the rates for all ORRG
policyholders were based the “non-fleet” rates, including those
policyholders that meet the definition of “fleet” owners.

Exhibit A of the Bartlett feasibility study indicates that an additional
premium of $24 per car should be charged for Uninsured Motorist
coverage. Our testing indicated that none of the policies issued by ORRG
contained this additional $24 per car premium even though ORRG policies
do include Uninsured Motorist coverage.

Exhibit A of the Bartlett feasibility study indicates that a member must
have covered drivers with no more than four points on their current
driving record to obtain the 5% MVR discount. RRG currently allows
drivers with up to seven points on their current driving record to obtain the
5% MVR discount.

Exhibit A of the Bartlett feasibility study does not include CAIP rates for
Newark Airport taxis or Newark Penn Station taxis. RRG has underwritten
a substantial number of Newark Airport and Newark Penn taxicab policies
for a rate that is less than any of the territory rates outlined in Exhibit A.
Two of the policy files we tested were Newark Airport taxi cabs. We were
informed by ORRG that the rates charged for Newark Airport and Penn
Station vehicles are CAIP rates and that the rate was unintentionally left
off of Exhibit A.

The rate charged for Newark Penn Station policies is $147 more than the
rate charged for Newark Airport policies. The rate for Newark Airport
vehicles agrees to the CAIP rate that was provided to us by ORRG.
Therefore, the Newark Penn Station rate is above the CAIP rate. ORRG
was unable to provide documentation for the reason for the difference in
rates.

The rates charged to policyholders qualifying for the 20% maximum
discount on $100,000 liability limit policies were incorrectly calculated
due to a formula error in the pricing spreadsheet used by the underwriter.
Those policyholders were actually given a 25% discount. (The formula
error in the pricing spreadsheet was corrected during the week of our on-
site examination.)

For one of the sample policies tested, the premium rate, and applicable
discounts, were not based on the DISB-approved CAIP rates. This policy
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was issued prior to 6/5/05 when, according to ORRG, it believed that
deviations in the feasibility study rates were allowed.

. For one of the sample policies tested, the incorrect territory was used to
calculate the policy premium. Use of the proper territory would have
resulted in an additional $3,432 of premium.

° For one of the sample policies tested, the “affidavit for no losses” was not
in the file and could not be located by ORRG. Although there was no
support in the policy file for the 5% Clean History discount, the
policyholder was still given the discount. (After the missing
documentation was discovered, ORRG sent a request for completion of an
“affidavit for no losses” to the policyholder during the week of our on-site
examination.)

. For one of the sample policies tested, the motor vehicle report for one of
the drivers was outdated. The policyholder was given the 5% MVR
discount even though the ORRG underwriting guidelines require that the
motor vehicle report be dated within 30 days of the application date.
(However, after this was discovered, ORRG provided us with a current
MVR for the driver during the week of our on-site examination showing
that the driver had no points.)

The results of our testing indicate that prior to 6/5/05, RRG did not use the pricing and
discount criteria set forth in the Bartlett feasibility study. Subsequent to 6/5/05, it appears
that RRG attempted to use the pricing and discount criteria set forth in the Bartlett
feasibility study. However, our testing indicated that misapplication of the pricing and
rating continued, although we saw no evidence that the misapplications were intentional.

Detailed Discussion

To perform our testing of underwriting and rating, we obtained copies of the ORRG 2005
Underwriting Guidelines (which includes the underwriting procedures), the 6/30/05
ORRG Production Report, and the underwriter’s pricing schedule (updated as of 6/ 1/05).

A copy of the ORRG 2005 Underwriting Guidelines is included as Exhibit 3 to this
report. We discussed the ORRG underwriting guidelines and procedures with Mr.
Battschinger. He indicated that he underwrites all applications received by RRG, even
those solicited by a sub-producer. He also indicated that the ORRG 2005 Underwriting
Guidelines are to be used for all underwriting decisions. The individual policy files are to
contain all necessary information to support all underwriting decisions, including pricing
of the policy. Mr. Battschinger indicated that the underwriting guidelines and procedures
currently in use were the same as those used from inception of ORRG, with the following
exceptions:
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. Prior to 6/5/05, the rates and discounts cited in the Bartlett feasibility
study were used only as a guideline in rate determinations, Actual rates
used prior to 6/5/05 were judgmentally determined, with the Bartlett rates
being used as a starting point. After 6/5/05, the Bartlett feasibility study
rates were implemented. This change was precipitated by an on-site
examination performed by the NJDOIL The NJDOI informed ORRG that
the rates, and applicable discounts, approved by the DISB in the Bartlett
feasibility study had to be used on all policies issued by ORRG.

o The criteria for meeting the MVR discount was lowered from four points
to seven points. Mr. Battschinger indicated that this change was made to
recognize the fact that very few taxicab companies have drivers with four
or fewer points on their MVRs. He indicated that the seven point criteria
was still very strict, but allowed additional flexibility in issuing policies.

To test compliance with the ORRG 2005 Underwriting Guidelines, we reviewed the
6/30/05 ORRG Production Report. We were informed that the production report
contained a listing of all ORRG policies issued from ORRG’s inception to 6/30/05. From
the production report, we selected the following four (4) policies for detail testing of the
policy files. (Two of the files selected were pre-6/5/05 issued policies and two were
policies issued after 6/5/05.)

Policy # 5-0016 (policy effective 4/24/05)
Policy # 5-0036 (policy effective 4/28/05)
Policy # 5-0094 (policy effective 6/26/05)
Policy # 5-0102 (policy effective 6/ 14/05)

We obtained the policy file for each of the above selected policies.

We compared the Production Report detail for each of the policies selected to the policy
files. We noted no exceptions.

Next, we reviewed the contents of the policy file to determine whether the underwriting
and rating of the policy were performed in compliance with the ORRG 2005
Underwriting Guidelines. Our review included: i) review of completeness of the
documents contained in the policy file; ii) review of underwriting procedures performed
by RRG; iii) recomputation of the premium to determine if premium charged was in
compliance with the ORRG Business Plan; and iv) review documentation supporting
discounts (the recomputation of discounts was performed as part of the recomputation of
premium). We noted the following exceptions.

o The policy file for Policy # 5-0016 did not contain an “affidavit of no
losses,” as required by the underwriting guidelines to receive the 5%
Clean History discount. The underwriting checklist indicated that the
applicant was eligible for the discount even though the affidavit was not
obtained. Our recomputation of premium verified that the charged

26



premium included the 5% Clean History discount even though support for
the discount was not included in the policy file. (However, after the
missing documentation was discovered, ORRG sent a request for
completion of an “affidavit for no losses” to the policyholder during the
week of our on-site examination.)

Policies 5-0016 and 5-0102 had “EWR” territorial designations in the
application. We were informed by RRG that the “EWR” territory
designation represented a Newark Airport or Newark Penn Station taxicab.
Newark Airport and Penn Station taxicabs are one-way cabs (they can
only pick up passengers at the airport or train station and must return to
the airport or train station with no passenger(s)). Because of the
restrictions placed on one-way taxicabs, the approved CAIP rate is lower
than any other NJ territory. When we attempted to trace the EWR rate as
charged in the application process for policies 5-0016 and 5-0102 from the
policy file to the rates approved by the DISB in the Bartlett feasibility
study, we were unable to locate the EWR rate in the Bartlett feasibility
study. We were informed by ORRG that the CAIP-approved EWR rate
was unintentionally left out of the Bartlett feasibility study. We were
provided a copy of the underwriter’s pricing schedule, which did include
an EWR rate. We then compared the rate calculated in the two sample
policy files to the EWR rate in the underwriter’s pricing schedule. The
policy file rate for neither sample policy agreed to the underwriter’s
pricing schedule. For Policy 5-0016, we were informed that CAIP changed
its approved EWR rate on June 1, 2005 to $4,178. Therefore, the $4,055
EWR rate for policy 5-0016 represented the June 1, 2004 rate. For Policy
5-0102, the charged rate ($4,325) did not agree to the underwriter’s
pricing schedule EWR rate ($4,178). We were informed that this was due
to the fact that Policy 5-0102 was for a Newark Penn Station taxicab and
that the $4,178 EWR rate was for Newark Airport taxicabs only. RRG had
no documentation supporting the higher Newark Penn Station EWR rate.

We were informed that ORRG has filed an amended Business Plan with
the DISB that includes an EWR rate. However, we were told that no
separate rate was requested for the Newark Penn Station cabs.

The premium charged for Policy 5-0036, which was issued prior to 6/5/05,
did not agree to the DISB approved rates, adjusted for approved discounts,
contained in the Bartlett feasibility study. Per the policy file, Policy 5-
0036 was designated in Territory 13. We confirmed that the address in the
application corresponded with Territory 13. Per the CAIP rates contained
in the Bartlett feasibility study, the premium for Territory 13 is $8,096.
Since the policy limits were $50,000, and the CAIP rates are based on a
$35,000 policy limit, the base rate must be multiplied by a factor of 1.11
(this factor is included in the Bartlett teasibility study). Per the
underwriting file, the applicant qualified for the full 20% discount.
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Therefore, the $50,000 policy limit CAIP rate would be discounted by
20% to arrive at a DISB-approved premium rate. As recomputed, the
DISB-approved rate would be $7,190 ($8,096 * 1.11 * .80). However, the
actual premium rate charged to the policyholder was $4,160, a difference
of $3,030. There was no support in the policy file to support the $4,160
rate.

o The applicant for Policy 5-0036 was given the 5% MVR discount even
though the driver’s motor vehicle report indicated the driver had five
points. Although the ORRG 2005 Underwriting Guidelines would permit
the MVR discount for any driver with seven or fewer points, and,
therefore, the underwriter properly followed the ORRG underwriting
guidelines, the qualifications for the 5% MVR discount as set forth in the
Bartlett feasibility study indicated the MVR discount cannot be obtained if
the driver has more than four points. Using the Bartlett feasibility study
criteria, the applicant should not have received the 5% discount. Based on
our conversations with ORRG, an amended business plan has been filed
with the DISB requesting a revision to MVR discount criteria to allow up
to seven points to qualify for the MVR discount.

. The rating territory for Policy 5-0094 was incorrectly designated as
Territory 14 in the policy file. The actual rating territory for the policy
should have been Territory 10. The effect of the incorrect territorial
designation was the premium actually charged was $3,432 less than it
would have been had ORRG used the proper territorial designation.

. The applicant for Policy 5-0102 was given the 5% MVR discount even
though the motor vehicle report for one of the listed drivers was more than
30-days old. The ORRG 2005 Underwriting Guidelines require all motor
vehicle reports be dated within 30 days of application prior to qualify for
the MVR discount. ORRG obtained a current motor vehicle report during
the week of our on-site examination. The current motor vehicle report
confirmed that the applicant did qualify for the 5% MVR discount.

We reviewed the Bartlett feasibility study, ORRG 2005 Underwriting Guidelines, 6/30/05
Production Report, and underwriter’s pricing spreadsheet for consistency and for unusual
entries. The Bartlett feasibility study is described in more detail above and is also
attached as Exhibit 2. The 6/30/05 Production Report is described in more detail above.
The ORRG 2005 Underwriting Guidelines are attached as Exhibit 3.

The underwriter’s pricing spreadsheet is an RRG-developed Excel spreadsheet that is
designed to provide the RRG underwriter with quick access to the territorial CAIP rates.
In addition to the CAIP rates, the spreadsheet includes calculated rates for discounts of
20%, 25%, 30% and 35%, and includes separate calculations for the three different policy
limit levels (835,000, $50,000 and $100,000). By using the spreadsheet, the underwriter
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does not have to recalculate the premium for each application. Rather, he can simply look
at the spreadsheet table and find the applicable rate for the policy.

As part of our review of the Bartlett feasibility study, ORRG 2005 Underwriting
Guidelines, 6/30/05 Production Report, and underwriter’s pricing spreadsheet, we noted
the following:

. The underwriter’s spreadsheet calculation for premium rates for a
$100,000 policy limit application at the 20% discount level was incorrect
for all territories. The spreadsheet incorrectly calculated the discount at
25% instead of 20%. The effect of this miscalculation would be that all
$100,000 policies issued by ORRG at the 20% discount level would be
5% below the DISB approved rates. In our review of the Production
Report, we noted that 30 policies (out of 139 total policies issued) issued
by ORRG were at the $100,000 limit. We were informed that all ORRG
policyholders have received the 20% discount. Therefore, each of the 30
policies would be priced at least 5% below the DISB-approved rates.

Subsequent to our discovery of the spreadsheet miscalculation, RRG
corrected the spreadsheet. We obtained and reviewed a copy of the
corrected spreadsheet and verified the correction.

J The rate schedule included in the Bartlett feasibility study contains “fleet”
and “non-fleet” rates. The “fleet” rates are slightly higher than the “non-
fleet” rates. We were informed by ORRG that the CAIP defines “fleets” as
policies insuring more than four taxicabs. Based on that definition, and on
the fact that the “fleet” CAIP rate schedule was included in the Bartlett
study, it would appear that ORRG should charge the “fleet” rate for all
policies containing more than four taxicabs. In our discussions with
ORRG, we were informed that ORRG only charges “non-fleet” rates to its
policyholders even if the number of taxicabs insured is in excess of four.
Our review of the Production Report confirmed that “non-fleet” rates were
being charged to policyholders with five or more cars. Per the Production
Report, ORRG had 10 policies issued to policyholders with more than four
taxicabs. It is unclear from the information we received whether ORRG is
required to charge “fleet” rates for policyholders with five or more insured
vehicles. We were informed by ORRG that it was ORRG’s initial intent to
use only the “non-fleet” rates.

We were informed by ORRG that an amended Business Plan has been
filed with the DISB that includes a request for approval of only the “non
fleet” CAIP rates, thereby clarifying ORRG’s initial intent to use only the
“non fleet” rates.

. The rate schedule included in the Bartlett feasibility study includes an
additional premium amount of $24 for Uninsured Motorist coverage. In
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our review of the Production Report, as well as part of our testing of four
sample policy files, we noted that the $24 Uninsured Motorist premium
was not being included in the total premium charged to the policyholder
even though ORRG policies include Uninsured Motorist coverage. It
appears that the premiums charged on all ORRG policies could be
deficient by $24 for each taxicab insured, based on the rates in the Bartlett
feasibility study.

The results of our testing indicate that prior to 6/5/05, RRG did not use the pricing and
discount criteria set forth in the Bartlett feasibility study. Subsequent to 6/5/05, it appears
that RRG attempted to use the pricing and discount criteria set forth in the Bartlett
feasibility study. However, our testing indicated that misapplication of the pricing and
rating continued, although we saw no evidence that the misapplications were intentional.

EVALUATION OF OPERATIONS

Handling of Premiums
Summary

We performed the following procedures pertaining to our analysis of handling of
premiums by RRG: 1) discussed with RRG personnel the procedures for receipt and
deposit of ORRG premiums and the subsequent remittance of premiums to ORRG; and
2) determined that the premium receipt, deposit, and remittance procedures are in
compliance with the MGU Agreement and with applicable state insurance laws
(including, if applicable, the use of trust accounts).

In its role as MGU, RRG is responsible for the billing and collection of premiums. As
described elsewhere in this report, since ORRG’s inception, RRG has had two premium
accounts and ORRG has had one premium account. Since the premium account currently
used by ORRG is in ORRG’s name, and is not an RRG account, many of the deposit and
remittance procedures included in the MGU Agreement are no longer relevant. Although
RRG is not in technical compliance with the MGU Agreement since it is not maintaining
a premium account for ORRG, we believe ORRG is in a stronger position as a result of
the premium trust account being in ORRG’s name and under ORRG’s control.

Based on the results of our testing, no exceptions were noted, and it appears that ORRG
premium handling procedures are being properly implemented.

Detailed Discussion

To obtain an understanding of ORRG’s premium receipt and remittance procedures, we
met with Mr. Battschinger.

According to Mr. Battschinger, ORRG recejves premium from two sources: from the
policyholder and from premium finance companies. (Mr. Battschinger indicated that
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virtually all ORRG policyholders finance their premiums.) The full year’s premium is
due at the time the policy is issued. If no premium finance company is used, the
policyholder writes a check to ORRG for the full amount of the premium. If a premium
finance company is used, a portion of the premium (deposit) is paid directly by the
policyholder and the remainder is paid by the premium finance company. Depending on
which premium finance company is used, the premium is either wired directly into
ORRG’s premium trust account or a check is written by the finance company to ORRG
for the amount of the financed premium. All checks received (either from policyholders
or premium finance companies) are endorsed and deposited directly into ORRG’s
premium trust account. Mr. Battschinger indicated that a limited number of policyholders
write out their checks to RRG instead of ORRG. He indicated that those checks are
endorsed in ORRG’s name and deposited directly into the ORRG premium trust account.
On a periodic basis, the premiums held in the ORRG Premium Trust Account are
transferred to the ORRG Operating Account maintained by Taft. Since no ORRG
premiums are deposited in any RRG account, no remittances from RRG to ORRG are
required.

As part of our testing of the four policy files selected under Section 7. above, we traced
cash receipts (policyholder checks and premium finance company checks) to ORRG
deposit slips and then traced the total of the deposit slip to the ORRG premium trust
account statement. Premium finance company wire transfers were traced directly into the
ORRG premium trust account statement. We noted no exceptions in our testing, and it
appears that the ORRG premium handling procedures are being properly implemented.

Capital and Surplus Contributions by ORRG Policyholders

Summary

We performed the following procedures pertaining to the review of capital and surplus
contributions by ORRG policyholders: 1) discussed with ORRG personnel the
requirement in the ORRG business plan that policyholders make contributions to the
capital and surplus of ORRG and how these policyholder capital and surplus
contributions are calculated in practice; and 2) recomputed the policyholder capital and
surplus contribution for the limited sample selection obtain under item 7. above and
determined that the contributions were calculated in accordance with the provisions of the
ORRG business plan and information provided to policyholders.

As a risk retention group, all policyholders of ORRG must also be owners of the risk
retention group. As described in the ORRG business plan, policyholders must contribute
an amount equal to 10% of annual premiums, to be applied to the purchase of ORRG
common stock. The capital contributions are collected by ORRG at the same time as the
annual premiums. The ORRG business plan is silent as to how long the policyholder
must continue to make capital contributions. The financial statement projections in the
Bartlett feasibility study assume that the capital contributions will be made €Very year.
However, the ORRG Policyholder Information Circular that is provided to all potential
policyholders states that capital contributions will only be required of the policyholder for
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the first three years of the policy. In addition, according to the ORRG Policyholder
Information Circular, the capital contributions are based on the first year premium
amount. We were informed that ORRG’s intention is to require capital contributions only
during the first three years of policy and that ORRG has filed an Amended Business Plan
with the DISB that includes revised financial statement projections reflecting the three-
year capitalization period. Based on the results of our examination, it appears that ORRG
is calculating the capital contribution amount in conformance with the ORRG Business
Plan. We did identify one instance where a policyholder/shareholder was not notified of a
change in his total ownership shares. However, the total ownership share for this
policyholder was calculated properly and the policy file included documentation of the
proper number of shares owned.

Although we noted one instance where a policyholder was not notified of changes in
shares owned, based on the results of our testing it appears that the calculation of the
capital contribution by ORRG is in compliance with the ORRG business plan.

Detailed Discussion

To determine the ORRG capital contribution requirements, we obtained a copy of the
ORRG Business Plan, and related exhibits, and the ORRG Policyholder Information
Circular. We also held discussions with Mr. Battschinger.

As stated in the ORRG business plan, “Policyholders will own all common stock of the
Company. Each policyholder will contribute an amount equal to 10% of their annual
premium to purchase shares of the Company.” According to Mr. Battschinger, all
potential policyholders are provided a copy of the ORRG Policyholder Information
Circular that includes detailed information on the capital contribution requirements. The
Policyholder Information Circular provides that a policyholder is required to make total
capital contributions of 30% of first-year premiums, due in three equal yearly
installments. At the time the policy is underwritten and priced, the RRG underwriter will
calculate the required capital contribution. The capital contribution amount is then added
to the amount of premium to be collected from the policyholder. At the time the premium
and capital contribution are paid, the policyholder and ORRG sign a Subscription
Agreement, establishing the policyholder’s ownership. The Subscription Agreement
includes an exhibit (Exhibit A) outlining the number of shares owned by the
policyholder. No stock certificates are issued. The Exhibit also documents the per share
price. Per Mr. Battschinger, all ORRG shares have been priced at $1 per share. Mr.
Battschinger indicated that he maintains common share data as part of the ORRG
Production Report. When a policyholder’s common shares change, the policyholder is
notified by being sent an amended Exhibit A that outlines the current shares owned.

Mr. Battschinger indicated that, prior to 6/5/05, policyholders were issued 10 shares of
ORRG stock for every vehicle insured. However, after an on-site examination by the
NJDOI, ORRG was informed that they must calculate the number of shares based on the
amount of capital contributed and not on the number of cars insured. Thus, beginning
6/5/05, policyholders were issued one share of stock for every $1 of capital contributed.
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For those policies issued prior to 6/5/05, ORRG recomputed the shares based on the
amount of capital contributed and sent each policyholder a revised Exhibit A, along with
a letter explaining why the number of shares was adjusted.

To test whether ORRG was calculating the capital contribution in conformance with the
Business Plan and whether proper notification was made to policyholders, we used the
policy file sample selection from item 7. above and performed the following:

1. Recalculated the capital contribution amount.
Recalculated the number of shares issued based on the capital contribution
amount.

3. Reviewed the subscription agreements for proper signature. Reviewed

Exhibit A to the subscription agreement to verify that the number of shares
was properly reported to the policyholder.
4. Reviewed deposit slip to verify receipt of the capital contribution.
Reviewed the policy file to verify that policyholder was notified of any
changes to shares owned.

b

Based on the results of our testing, we noted no exceptions in the calculation of the
capital and surplus contribution or in the number of shares issued. However, we did note
one instance where a change in the number of shares owned by a policyholder was not
communicated to the policyholder. Although the policyholder was not notified of the
change in shares owned, the calculation of capital contribution and the number of shares
was computed correctly and was properly documented in the policy file. Subsequent to us
notifying ORRG of the failure to notify the policyholder, a letter was written to the
policyholder with an updated Exhibit A. We were provided a copy of the signed letter. A
description of the exception is described below.

. For Policy # 5-0094, we noted that the policyholder was not notified of a
change in the number of shares owned. The change in ownership shares
was precipitated by an adjustment to the amount of premium charged to
the policyholder. The policyholder initially applied for a policy with
liability limits of $35,000. The policy was issued, the capital contribution
was collected, and the subscription agreement, including Exhibit A, was
completed and signed. After a few days, the policyholder returned to
ORRG when he discovered that his jurisdiction required him to maintain a
$100,000 liability policy limit. The policy was amended and an additional
premium and capital contribution was collected from the policyholder.
The policy file was updated to document the additional shares owned by
the policyholder. Although the capital contribution was computed
accurately and the policy file was properly documented, the policyholder
did not receive an Amended Exhibit A outlining the revised number of
shares owned. As described above, we were informed that a letter was sent
to the policyholder during the week of our on-site examination notifying
the policyholder of his revised number of shares,
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Although we noted one instance where a policyholder was not notified of changes
in shares owned, based on the results of our testing it appears that the calculation
of the capital contribution by ORRG is in compliance with the ORRG business
plan.

CLAIM SETTLEMENT PRACTICES

Summary

We performed the following procedures pertaining to the test of claims: 1) reviewed the
claims processing procedures and determined that the procedures are in compliance with
ORRG guidelines; 2) reviewed the claim reserving policies and procedures and
determined that they are in compliance with ORRG guidelines; 3) discussed the claims
processing and reserving procedures with appropriate personnel to gain an understanding
of how claims processing and reserving procedures are implemented in practice; and 4)
selected a limited sample of claims paid to: 1) determine that the claim file was complete
(contained all of the information necessary to process the claim); ii) determine that the
claim was processed in accordance with the appropriate claims processing procedures;
iii) determine that the claim was settled on a timely basis; iv) determine that the claim
settlement amount was appropriate and that the proper payee was paid; v) determine that
initial reserves were established in a timely manner for the claim and that the initial
reserves appeared to be reasonable based on the information available to the adjuster at
the time the initial reserves were established; vi) determine that reserve adjustments were
reflected in a timely manner when the adjuster received updated information regarding
the loss; and vii) determine that the claim reserves and the claim settlement amounts were
properly reflected in ORRG’s detail claim reserve and claim expense listings.

ORRG has entered into a Claims Administration Agreement with Atlantic Risk
Management, Inc. (“ARM”) to provide ORRG with full-service claims administration,
including the establishment of case and expense reserves. As such, ORRG has not
developed any claims procedures. Instead, ORRG relies exclusively on ARM for claim
management. We held discussions with ARM to obtain an understanding of ARM’s
claim procedures. We then selected a sample of claims files to assess whether the claims
procedures were functioning as described. As a result of our testing, the claims and
reserving processes appear to be functioning as designed, and no exceptions were noted.

Detailed Discussion

To obtain an understanding of the claims procedures used by ORRG, we met with
Messrs. Battschinger, Taft and Kieslich (ARM).

ORRG has entered into a Claims Administration Agreement with Atlantic Risk
Management, Inc. (“ARM”) to provide ORRG with full-service claims administration.
Under the terms of the agreement, ARM is contracted to perform all claim functions for
ORRG. (However, Taft must prior approve all claim payments.) As such, ORRG has not
developed any claims procedures. Instead, it will rely on ARM for claim management.
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ARM is a full-service claims management company that has been in business since 1994.
The ARM individuals assigned to the ORRG account, along with their years of insurance
industry experience and ARM Jjob titles are:

Otto J. Kieslich, 35 years, President & Director of Claims
Kerry Donovan, 26 years, Claim Director

Stephen Donovan, 6 years, Claim Supervisor

John Chiappardi, 4 years, Claim Representative

As described to us by Mr. Kieslich, the ARM claims procedures are as follows.

When a new policy is issued, Mr. Battschinger notifies ARM of the new policyholder.
ARM inputs the policyholder information into ARM’s proprietary claim’s management
system. A letter is then issued to the new policyholder introducing that policyholder to
ARM and notifying the policyholder that all claims should be filed with ARM. The letter
also provides information on how to file a claim, including instructions on how to file an
electronic claim.

At the time a claim is filed with ARM, the information is input in the computer system
and a claim file is established and sent to Mr. Kieslich. The claim information is then
checked against the policy to verify coverage. Based on the claim information, Mr.
Kieslich establishes an initial case and expense reserve. Concurrently, as required by
New Jersey law, a letter is sent to the claimant and insured (policyholder) acknowledging
the claim. The claim file is then sent to the ARM claim representative assigned to ORRG.
The claims representative proceeds to obtain documentation to complete the claim filing
(police reports, witness statements, pictures, doctor’s records, etc.). Once compiled, the
claim file is sent to an independent claims adjuster. ARM has contracts with a variety of
claims specialists such as medical consultants, auto body specialists, legal consultants,
etc. After the adjuster obtains an estimate, it is forwarded to the claims representative. If
the estimate requires a revision to Mr. Kieslich’s initial case and/or expense reserve, the
claims representative has the authority to make such a change within limits established by
ARM. Above a certain level, the Claims Supervisor must approve changes to the claim
reserve. Once a claim amount has been established, the claimant is contacted with an
estimated settlement amount. Afier a settlement has been reached, an approval for
payment notice is sent from ARM to Taft. Taft must then approve the claim payment and
transfer an amount equal to the approved claim payment from the ORRG operations
account to the ORRG zero-balance claims account. Once the money is transferred, Taft
notifies ARM of the approval. ARM then prepares, signs, and mails the claim check and
updates all records in the claim administration system.

The zero-balance account is designed to allow for the safe, convenient payment of claims
by the claims manager. As indicated by its name, a zero-balance account normally has a
zero balance. When Taft approves a claim payment, funds are transferred from the
operations account into the zero-balance account. The claims administrator has signature
authority on the zero-balance account and would write the claim settlement check and
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send it to the claimant. Since the claims administrator has all the information related to
the claim, allowing the claims administrator to prepare and mail the claim check is more
efficient. However, because the administrator is only given signature authority over the
zero balance account and the zero-balance account is only funded in the event of an

approved claim payment, the claims administrator does not have access to ORRG’s
operating accounts.

Both ORRG and Taft have access to the ARM claims administration system via the
Internet. The system is designed to allow the user to review any information related to an
individual claim or all claims for a particular entity. In addition to the claims system,
ARM will immediately notify ORRG and Taft of any claim filed with ARM that exceeds
$25,000. (This amount was established by ORRG. If requested, ARM can immediately
notify ORRG of a claim of any size.) In our discussions with Mr. Weitzel, he indicated
that the ARM reports will be used to record the case reserves and help in establishing the
IBNR reserves as well as to complete various sections of the annual and quarterly
statement blanks.

To test compliance with the ARM claims procedures, we requested a listing of all claims
paid by ORRG since its inception. We were informed that ORRG had not yet paid any
claims as of the date of our on-site examination. We then requested a list of all claims
filed with ARM (and thus ORRG) since ORRG’s inception. We were informed that seven
claims had been filed with ARM. We selected the following claim files for our detailed
testing:

Claim # B-001
Claim # B-004
Claim # B-008

For each of the claim files selected, we tested for the attributes described in the
Summary. The claim files were complete and well documented.

As a result of our testing, it appears that the claims and reserving processes are
functioning as designed and no exceptions were noted.

SUMMARY OF FINDINGS

No significant differences or exceptions were noted as a result of the limited-scope
examination procedures performed, except as discussed in the following two paragraphs.

1. Several differences were noted in our comparison of ORRG’s actual reported
financial results as of May 31, 2005 to the financial projections included in the
Bartlett feasibility study. For a discussion of the specific differences noted, see the
BUSINESS PLAN section above. We did not attempt to quantify the effect of the
differences noted. However, we believe that the differences, taken as a whole, could
have a material impact on the financial projections.
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2. Several exceptions/differences were noted in our testing of underwriting and rating.
Prior to 6/5/05, ORRG did not follow the pricing and discount criteria set forth in the
Bartlett feasibility study. ORRG indicated that it initially believed it had discretion to
vary from the CAIP rates and discount criteria included in the Bartlett feasibility
study. However, as a result of discussions with the NJDOI and with Taft, ORRG
concluded that the rates and discount criteria in the Bartlett feasibility study are
required to be followed in order to be in compliance with the ORRG business plan
approved by the DISB. Subsequent to 6/5/05, it appears that ORRG attempted to use
the Bartlett feasibility study pricing and discount criteria. However, our testing
indicated that misapplication of the pricing and rating criteria continued, although we
saw no evidence that the misapplications were intentional. For a discussion of the
specific exceptions/differences noted, see the UNDERWRITING AND RATING
PRACTICES section above.

RECOMMENDATIONS

1. Ocean should provide the DISB with a full description as to the reasons for the
material deviations from the financial projections included the Barlett feasibility
study. Consideration should also be given to Ocean providing the DISB with updated
five-year financial projections.

2. Ocean should comply with the rating and discount criteria provided in the Bartlett
feasibility study (the DISB-approved rates) as well as comply with the established
ORRG underwriting guidelines.

3. The Captive Manager should monitor Ocean’s application of rating and discount
criteria to ensure compliance with filed guidelines, and provide DISB with a monthly
status report until further notice from DISB.

4. Ocean should ensure that its Managing General Underwriter promptly complies with
all applicable laws and regulations of the State of New J ersey.
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Appendix A—NJDOI’s Assessment of Applicability of, and compliance with, MGA
Laws

The NIDOI performed the following procedures pertaining to the assessment of the
applicability of, and compliance with, MGA laws: 1) evaluated the applicability of New
Jersey insurance laws pertaining to MGAs to ORRG and RRG; 2) determined whether
ORRG and RRG are in compliance with pertinent provisions of New J ersey MGA laws;
3) obtained evidence of RRG’s E&O insurance coverage; 4) determined that RRG’s E&O
coverage extends to services provided to ORRG; 5) evaluated whether RRG’s E&O
coverage is in compliance with the coverage required by the MGU Agreement and New
Jersey MGA requirements; 6) determined whether New Jersey insurance laws require any
other insurance coverage or bonds of either Taft or RRG for the protection of ORRG and
its policyholders; and 7) determined whether any other required additional insurance
coverage or bonds were properly in effect. R&A supervised the work performed by the
NJDOL Their findings are as follows:

a. Evaluate the applicability of New J ersey insurance laws pertaining to
MGA’s to ORRG and Campisano/RRG.

The examiners reviewed N.J.A.C. 1 1:17-6, which addresses regulatory requirements that
apply to Managing General Agents, as well as applicable sections of N.J.S.A. 17:47A-1
through 10. The examiners checked for compliance with the following requirements
governing managing general agents: producer licensing, acquisition and maintenance of
mandatory surety bonds and errors and omissions insurance coverage. The examiners
findings with respect to these requirements are outlined in sections b-g below.

b. Determine whether ORRG and Campisano/RRG are in compliance with
pertinent provisions of New J ersey MGA Laws.

The examiners determined that Renaissance Retention Group failed to procure the
required surety bond and further did not obtain errors and omissions coverage that
extends to Ocean Risk Retention Group. Therefore, Renaissance Retention Group does
not meet the minimum requirements to conduct business as a managing general agent in
the State of New Jersey. These errors are outlined in sections c-f below.

C. Objective: Obtain evidence of Campisano/RRG’s E&O insurance
coverage.
Result: Not in Compliance during Review Period

Pursuant to N.J.S.A. 17:22C-5 and N.J.A.C. 1 1:17-6.3(d), all managing general agents
are required to maintain an errors and omissions insurance policy that includes a
coverage limit of $100,000, or 10% of direct written premium of the prior calendar year
up to $500,000, whichever is greater. The examiners requested Renaissance Retention
Group representatives to provide evidence of such coverage, and were provided with a.
copy of a declarations page and insurance contract issued to Renaissance Retention
Group by National Union Fire Insurance Company of Pittsburgh, P.A. This policy was
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effective July 28, 2004 through July 28, 2005. The type of coverage listed on the
declarations page stated: Insurance Agents and Brokers Professional Liability Policy.
Upon review of the Insuring Agreement section of the policy, the examiners noted that
errors and omissions coverage was indeed included in the contract. However, the policy
did not specify whether or not this contract extends to managing general agents. Upon
inquiry to National Union Fire Insurance Company of Pittsburgh, P.A, the Department
was advised that the above-referenced policy form extends coverage to a managing
general agent only by endorsement. The policy contract provided for review did not
include this endorsement, and such an endorsement had neither been applied for by nor
issued to Renaissance Risk Retention Group. Therefore, the company was not in
compliance with the errors and omissions requirement specified in N.J.S.A. 17:22C-5 and
N.J.A.C. 11:17-6.3(d) during the review period. In response to this examination,
however, Renaissance Risk Retention Group did procure an acceptable errors and
omissions policy effective July 18, 2005 through American Home Assurance. This
company also provided coverage retrospectively from April 1, 1004 through July 18,
2005 in order to cover any claims that could be made for activity that occurred during this
period.

d. Objective: Determine that Campisano/RRG’s E&O coverage extends to
the services provided to ORRG.
Result: Not in Compliance during Review Period

The examiners found that the errors and omissions policy written by National Union Fire
Insurance Company of Pittsburgh, P.A., did not provide errors and omissions coverage to
managing general agents without a specific endorsement for this coverage, and that
Renaissance Retention Group did not secure this endorsement. Therefore, the company’s
errors and omissions coverage did not extend to Ocean Risk Retention Group, contrary to
N.J.S.A. 17:22C-5 and N.J.A.C. 11:17-6.3(d) during the review period.

e. Objective: Evaluate whether Campisano/RRG’s E&O coverage is in
compliance with the coverage required by the MGU Agreement and New
~ Jersey MGA requirements.
Result: Not in Compliance during Review Period

As indicated in items ¢ and d above, the company’s errors and omissions coverage did
not extend to managing general agents during the review period. Therefore, Renaissance
Retention Group was not in compliance with the errors and omissions requirements stated
in N.J.S.A. 17:22C-5 and N.J.A.C. 11:17-6.3(d). As aresult, Ocean Risk Retention
Group is not in compliance with N.J.S.A. 17:22C-5 and NJ.A.C. 1 1:17-6.3(d). As noted
in item ¢ above, Renaissance Risk Retention Group did ultimately obtain the required
errors and omissions coverage as a result of this examination.

f. Objective: Determine whether insurance laws require any other insurance
coverage or bonds required of either Taft or Campisano/RRG for the
protection of ORRG and its policyholders.

Result: Not in Compliance
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Pursuant to N.J.S.A. 17:22C-4 and NJ.A.C. 11:17-6.3(c), all managing general
agents shall acquire and maintain a surety bond for the protection of the insurer
that is under contract with the managing general agent. This regulation further
requires that surety bonds be issued in the amount of $100,000 or 10% up to
$500,000 of the insurer’s direct written premium for the previous calendar year
that is attributable to the managing general agent, whichever is greater.

When the examiners requested Renaissance Retention Group representatives to
provide evidence of such a bond, the company responded by providing the errors
and omissions documents referenced above. Upon a second request for surety
bond documentation, Renaissance Retention Group representatives responded by
providing the examiners with a Certificate of Liability Insurance, along with a
premium invoice for an Employee Dishonesty Policy and a Declarations page for a
Commercial Crime Policy and advised that these documents demonstrate proof
that the company secured the required surety bond. Notably, these insurance
policies are not surety bonds; therefore, Renaissance Retention Group and Ocean

Risk Retention Group are not in compliance with N.J.S.A. 17:22C-4 and N.J.A.C.
11:17-6.3(c).

Ocean Risk Retention Group has contracted with W.A. Taft & Company, Ltd, to
act as a captive agent that oversees the overall business operations of Renaissance
Retention Group on behalf of Ocean Risk Retention Group. It did not appear that
W.A. Taft & Company, Ltd, currently performs the functions within the definition
of a managing general agent as outlined in N.J.S.A. 17:22C-1 et seq and N.J.A.C.
11:17-6-1 et seq. Therefore, the insurance and bond requirements outlined in
N.J.S.A. 17:22C-5 and N.J.A.C. 11:17-6.3(d), and N.J.S.A. 17:22C-5 and

N.J.A.C. 11:17-6.3 (c), respectively, do not appear to apply to this entity at this
time.

g Objective: If other insurance coverage or bonds are required by either Taft
or Campisano/RRG, determine that they are properly in effect.
Result: Not Applicable

No insurance or bond requirements other than those specified in N.J.A.C. 11:17-
6.3(c) and (d) as referenced above, are applicable to Renaissance Retention
Group. Deficiencies are noted in sections c-f above with respect to Renaissance
Retention Group and Ocean Risk Retention Group. W.A. Taft & Company, Ltd
does not perform the function of a managing general agent at this time.
Therefore, it does not appear that W.A. Taft & Company, Ltd, is required to
obtain insurance or surety bonds as a captive agent and overseer of Renaissance
Retention Group on behalf of Ocean Risk Retention Group.
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NJDOI Recommendations

1. In order to comply with N.J.S.A. 17:22C-5 and N.J.A.C. 11:17-6.3(d), a
managing general agent that conducts insurance business in the State of New
Jersey is required to maintain errors and omissions coverage in the amounts
specified in N.JLA.C. 11:17-6.3(d).

2. In order to company with N.J.S.A. 17:22C-4 and N.J.A.C. 1 1:17-6.3(¢c), a
managing general agent that conducts insurance business in the State of New
Jersey is required to maintain a surety bond in the amounts specified in
N.JLA.C. 11:17-6.3(c).
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Appendix B—Scope of the Examination

Scope
Targeted Financial/Market Conduct Examination
Ocean Risk Retention Group, Inc. (“ORRG”)

1. Review of Business Plan

a. Obtain and review a copy of the ORRG Business Plan filed with the
District of Columbia Department of Insurance, Securities, and Banking
(“DC DOI”) and the New Jersey Department of Banking and Insurance
(“NJ DOI”).

b. Determine whether ORRG is in compliance with the following elements
of the Business Plan: management of ORRG, underwriting and rating,
capital contributions, claims, and handling of premiums.

c. Compare the most recent financial results to the financial projections
included in the Business Plan.

d. Discuss with ORRG personnel the process of developing the financial
projections (including key assumptions relied on).

2. Review of Captive Management Agreement with the Taft Companies (“Taft™)
a. Obtain and review a copy of the Captive Management Agreement with
Taft.
b. Obtain and review copies of reports provided by Taft pertaining to the

services provided to ORRG (including, but not necessarily limited to,
administration, underwriting, accounting/financial, investment
management, regulatory compliance, and management reporting).

C. Determine whether Taft is in compliance with key elements of the Captive
Management Agreement.

d. Discuss with ORRG personnel the scope of the services provided by Taft.

3. Review of MGU Agreement with Campisano/Renaissance Retention Group
((‘RRG”)

a. Obtain and review a copy of the MGU Agreement with Campisano/RRG.

b. Determine whether Campisano/RRG is in compliance with key elements
of the MGU Agreement.
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Discuss with ORRG personnel the scope of services provided by
Campisano/RRG.

Determine that fees paid to Campisano/RRG are in compliance with the
Business Plan.

Determination of Management of ORRG

a.

Obtain and review listings of the management (officers and directors) of
ORRG, Taft, and RRG.

Obtain and review background data (biographical information) pertaining
to management personnel at ORRG, Taft, and RRG.

Determine whether the background and expertise of the various
management personnel of ORRG, Taft, and RRG are acceptable and
appropriate given the role each performs for ORRG.

Review of Feasibility Study Performed by Bartlett Actuarial Group, Ltd.

a.

Obtain and review a copy of the feasibility study performed for ORRG by
Bartlett Actuarial Group, Ltd. (“Bartlett”).

Determine whether ORRG policies are being rated based on the
recommendations of the Bartlett feasibility study.

Tests of Underwriting and Rating

a.

Review Campisano/RRG’s underwriting procedures and determine that
the procedures are in compliance with ORRG guidelines.

Discuss the underwriting procedures with Campisano/RRG to gain an
understanding of how underwriting procedures are implemented in
practice.

Discuss with Campisano/RRG whether rates (including discounts and
surcharges) have been calculated consistent with the Business Plan.

Select a limited sample of policies that have been issued and: 1) determine
that the policy file information is complete (contains all information
necessary for underwriting and rating and to determine ORRG’s
exposure); ii) determine that appropriate underwriting was performed
based on Campisano/RRG’s underwriting procedures; iii) recompute the
premium and determine that it is in accordance with the Business Plan
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rates; and iv) determine that discounts/surcharges are properly supported
by appropriate documentation.

Analysis of Handling of Premiums by Campisano/RRG

a. Discuss with Campisano/RRG personnel the procedures for receipt and
deposit of ORRG premiums and the subsequent remittance of premiums to
ORRG.

b. Determine that the premium receipt, deposit, and remittance procedures

are in compliance with the MGU Agreement and with applicable state
insurance laws (including, if applicable, the use of trust accounts).

Review of Capital and Surplus Contributions by ORRG Policyholders

a. Discuss with ORRG personnel the requirement in the Business Plan for
policyholders to make contributions to the capital and surplus of ORRG
and how these policyholder capital and surplus contributions are
calculated in practice.

b. For the limited sample of policies selected for the underwriting and rating
test (in item 7. above), recompute the policyholder capital and surplus
contribution and determine that the contributions were calculated in
accordance with the provisions of the Business Plan and information
provided to policyholders.

c. Determine that the policyholder capital and surplus contributions are being
properly reported to ORRG.

Test of Claims

a. Review the claims processing procedures and determine that the
procedures are in compliance with ORRG guidelines.

b. Review the claim reserving policies and procedures and determine that
they are in compliance with ORRG guidelines.

c. Discuss the claims processing and reserving procedures with appropriate
personnel to gain an understanding of how claims processing and
reserving procedures are implemented in practice.

d. Select a limited sample of claims paid and: i) determine that the claim file
is complete (contains all of the information necessary to process the
claim); ii) determine that the claim was processed in accordance with the
appropriate claims processing procedures; iii) determine that the claim
was settled on a timely basis; iv) determine that the claim settlement
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10.

11.

amount was appropriate and that the proper payee was paid; v) determine
that initial reserves were established in a timely manner for the claim and
that the initial reserves appeared to be reasonable based on the information
available to the adjuster at the time the initial reserves were established;
vi) determine that reserve adjustments were reflected in a timely manner
when the adjuster received updated information regarding the loss; and
vii) determine that the claim reserves and the claim settlement amounts
were properly reflected in ORRG’s detail claim reserve and claim expense
listings.

Review of Business Plan Requirements for Errors & Omissions (“E&O”)
Insurance and Bonds for the Protection of ORRG

a. Evaluate requirements for E&O insurance coverage and/or bonds in the
Business Plan.

b. If E&O insurance coverage and/or bonds are required per the Business
Plan, determine that they are properly in effect.

Assessment of Applicability of/Compliance with Managing General Agent
(“MGA”) Laws [Performed by New Jersey Department of Insurance and
Banking Examiners]

a. Evaluate the applicability of New Jersey insurance laws pertaining to
MGAs to ORRG and Campisano/RRG.

b. Determine whether ORRG and Campisano/RRG are in compliance with
pertinent provisions of the New Jersey MGA laws.

c. Obtain evidence of Campisano/RRG’s E&O insurance coverage.

d. Determine that Campisano/RRG’s E&O coverage extends to the services
provided to ORRG.

e. Evaluate whether Campisano/RRG’s E&O coverage is in compliance with
the coverage required by the MGU Agreement and New J ersey MGA
requirements.

f. Determine whether state insurance laws require any other insurance

coverage or bonds are required of either Taft or Campisano/RRG for the
protection of ORRG and its policyholders.

g If other insurance coverage or bonds are required by either Taft or

Campisano/RRG, determine that they are properly in effect.
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| Government of the District of Columbia |
Department of Insurance, Securities and Banking
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Lawrence H. Mirel
Commissioner

August 19, 2005

Ocean Risk Retention Group
c/o Allen Taft, President
The Taft Companies

12076 Leeds Chapel Lane
Markham, VA 22643-1939

Dear Mr. Taft:

Re:  Examination Report for Ocean Risk Retention Group

Pursuant to Section 15 of the Captive Insurance Company Act of 2004 (the “Act”) and
Section 1404 of the Law on Examinations Act of 1993, the Commissioner of Insurance has
attached hereto the examination report for Ocean Risk Retention Group (“Ocean”) for your
review and comment. You are hereby directed to file any written comments or rebuttal with the

Commissioner on or before September 19, 2005.

If you have any questions about this letter, you should contact Mr. Lee Backus on (202)
535-1419.

Sincerely,

ana Sheppard
Acting Director
Risk Finance Bureau

cc: Rector & Associates

810 First Street, NE, #701 « Washington, DC « 20002 « Tai: (202) 727-8000 « www.disb.dc.gov



’_ “\. THE TAFT COMPANIES
T

September 27, 2005

Dana G. Sheppard Lee Backus

Acting Director, Compliance Division Examiner-in-Charge

DEPARTMENT OF IN SURANCE, DEPARTMENT OF INSURANCE,
SECURITIES AND BANKING SECURITIES AND BANKING

1400 L STREET, N.W., SUITE 400 1400 L STREET, N.W., SUITE 400

WASHINGTON DC 20005 WASHINGTON DC 20005

RE: Ocean Risk Retention Group, Inc.
Certificate of Authority No. RRG-44-05-06
Subject: Ocean Risk Retention Group Examination Report March 22 — May 31, 2005

Gentlemen:

I refer to your letter of August 19% 2005 covering the Examination Report for Ocean Risk
Retention Group. Our comments and observations with specific reference to the
Recommendations (page 37) are as follows:

Recommendation - Ocean should provide the DISB with a full description as the reason for the
material deviations from the financial projections included in the Bartlett feasibility study.
Consideration should also be given to Ocean providing updated five-year financial projections.

Response — Revised five year proformas and revised assumptions were provided to the DISB
June 8™, 2005.

Recommendation — Ocean should comply with the rating and discount criteria provided in the
Bartlett feasibility study (the DISB-approved rates) as well as comply with the established
ORRG underwriting guidelines

Ro:ponse — Ocean is in compliance with the rates and guidelines approved by the DISB August
127, 2005

Recommendation — The Captive Manager should monitor Ocean’s application of rating and
discount criteria to ensure compliance with the filed guidelines, and provide the DISB with a
monthly status report until further notice from the DISB.

Response — The Taft Companies will provide the DISB with a monthly status report
commencing October 2005.

W. A. TAFT & COMPANY (DC) LTD.
1250 H. Street, NW, Suite 901
Washington, DC 20005

P 877 587 1763

F 877 224 0876



Recommendation — Ocean should ensure that its Managing General Underwriter promptly
complies with all applicable laws and regulations of the State of New J ersey

Response — It is our understanding that Renaissance Retention Group is now in compliance with
the laws and regulations of the State of New Jersey.

I would also like to point out that all concerned, Ocean Risk Retention Group, The Taft
Companies, The Bartlett Group, Atlantic Risk Management and Muldoon Murphy & Aguggia
LLP cooperated fully with the examiners in all areas expediting the examination process.

With respect to the examination as a whole, we did find several minor factual errors in the
narrative but in the aggregate they had no overall impact on the outcome of the examination.

If you have any questions, please do not hesitate to contact me.

Yours truly,

W. A. TAFT & COMPANY (DC) LTD.

Y

W. Allen Taft
President

Cc:  Lou Campisano, Renaissance Retention Group
Jeanette Frankenberg, Ocean Risk Retention Group
Glenn Battschinger, Renaissance Retention Group
Arthur Perschetz, Muldoon Murphy & Aguggia LLP
Aaron Kaslow, Muldoon Murphy & Aguggia LLP
Brian Johnson, The Bartlett Group
John Weitzel, The Taft Companies

W.A. TAFT & COMPANY (DC) LTD.
1250 H. Street, NW, Suite 801
Washington, DC 20005

P 877 587 1763

F 877 224 0876
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Reply 12 Howtharme E-mak: ocplaw@ecp-iew.com uurz“"ma
For Overnight Betvary mmuum
Y

Date: 9/16/2005

Please deliver the following message to:

Name Company ¥ax Number

Richard Pisacane 201-246-1093
Lou Campisano
Glenn Battinger

Jeanette Frankenbeg

From; Douglas F. Doyle, Esq. (Sue)

Pages including

thia cover 12

page:;

Comment

Please review tha attached and call me with Your commants.
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Saptember 16, 2005

VIA EMAIL & REGULAR MATL
M

Arthur D, Perschatz, Eaq.
NULDOON, MURPHY & AGUAGTIA, LLP
5101 Wisconsin Ave,, N.W.
Washington, DC 20016

Re: Ranaissance Reteation Group, Ina,

Ocean Risk Retenticn @roup, Imc,

Deax Mr. Perschetz :

Attached is che proposed insext for the response to
the Washington, Dc, Department of Insurance Report;

Retention  Groyp (“ORRG") has always
maintained insurance in order ta comply with
N,J-S.A. 17:23C-5 and N.JIAOCl 11‘17"G|3d'
It has also always maintalned errors and
omissions coverage in the amount required
under N.J.A.C, 11:17-6.34.

Specifically, RRG has maintained
profesaional liability insurance coverage
under policy #647-78-32 with National Unien
Fire Insurance Company of Pittsburgh (the
*National Policy*). a copy of the National
Folicy 1s attached hereto as Bxhibit A, It
vas effective from July 38, 2004 to July 28,
2005,

SEP-16-208S 81:11 From: 973 636 @ses ID: +RENRISSANCE RET GRP Pase:082 R=94%
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Axrthur Perschets, Beg.
September 15, 200S
Page 2
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10:0490 S04 boyl
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EDWARDS & CALDWELL Lic

The New Jersey Department of Insurance

(*"RIDOI”") undex N.J.A.C,
*all mana
acquire and maintain an
insurance poliey
(which] shall be

that

11:17+6.3d requires

g9ing general agents shall

arrors and omissions
with coverage limice
ast at $100,000.00 or ten

percent up to §$500,000.00 of the direct

premium written
previous calendar

by an insurer for the
year that is attributable

to the MGA, whichever is greatex”.

The
liabilicy

When RRG

limit of liability on the
Policy ig §1,000,000.00.
insurance
Tequirement under the

wap
whether the National

National

This 1limit of
clearly mamets the

Adminietrative Code.

questioned by the NIDOI
Policy coversd acts oy

omissions by RRG acting mas an MGA/MGU, RRG

confirmed with

as BExhibit B,

act as an MGA/MGU.
RRG's broker is attached hereto
That letter confirme that the
Nationa} Policy does

its

not have any specific

Coverage aexclusions for MGA/MGU activity
undex the definition of “epecial servicea*.
RRG  was aleo  advised rhat an
iaveatigator from the NRJDOI may have
contacted National directly to determine
whether an “endorsemsnt’ could be Ghbteined
0 cover acts by the insured to provide
MAA/MGU  garvices. Apparently, National
advised that po endorsement for gsuch

coverage was available,

However,

MGA/MGU.

When RRG att
National elected

RRG acquired i

{002786 - oooox / conerze: -B0C; 4}
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required because
exclusion in the

endorsement would not be
there is no specific
policy for RRO acting aa

empted to renew its policy,

Ot to renew the policy and
nsurance from Americsan Home
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Arthur Perachetz, Bagq.

September 16, 2005

Page 3

Assurance Company ("American*), A copy of
the declaration Page for American iga
attached hexeto as Exhibit C together with a
full copy of the Policy.) We direct your
attention to page 3 of 11 of the American
policy. “Professional Services” specifically
includes aervices for othexs in any of the
following capacities; ".#3 Ingurance General
Agent” .

In sum, RRQ maintained at all timee
professiona) liability  insurance which

Second, NJUDOI indicated that RRG had
not securad a surety bond.

However, a close reading of the New
Jersey regulationa did not immediately
raveal that RRG is reéquired to have a Surety
Bond for Ocean Risk Retention G .

8pecifically N.J.A.C. 11:17-6.3,
subsection (a) provides am follows: no
paxson, firm, aesociation or Qorpoxation
shall act in a capacity of a managing
general agent with respects to risks located
in this ascate for an ingurer licensed in
Ehis stats unless such person ie licensed ae
an insurance producer in thie state with the
authority for the kind of business to be
transacted. Subsection (¢) provides =all
managing general agente shall acquire and
maintain a surety bond for the protection of
the insurer contracting with the managing
‘san:-.-

A fair resading of these two sections is
that since ORRG ia not an insurer “licensed
in thies state* the managing general agent
(1.&. RRG) does not require a surety bond.

RRG advised NopoI of this position and
specifically requested guidance. The NUDOI

{002736 - 00901 / 00093241 00C;1)
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Arthur Perschetz, Baq.
Beptember 16, 2005
Page 4

could not immediately explain its basis for
requiring a surety bond under the pertinent
statutes. However, eubsequently the NJIDOI
did explain to counsel for RRG hoew ic
interprets the relevant etatutes, which
interpretation (albeit not readily appaxent
from a plain reading of the statutes)
Trequixes the posting of a surety bond.

Therefore, RRG is in the process of

procuxring a surety bond to comply with
N.J.A.C. 11:17-6.3.

This draft ie provided for diacussion purposes only -
and is subject to RRG’s review and approval. ©Please call me
upon raceipt to digcuss.

Very truly yours,

DOUGLAS F. DOYLE
DFD:ah
Enclosures

{e0270¢ - coaox / 00082241 .00C) 1}
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THIE I3 A OLAIMS MARE pOLICY
PLEASE READ CARBFULLY

NATIONAL UNION
INSURANCE COMPANY
. OF PIYTSBURGH, PA. *

176 WATER STREET, NIW YORK, NV 10038

A CAPITAL 8TOCK COMPANY, HEARIN CALLED THG “COMPANY"

NOTICE: THE LIMITE OF LIABILITY AVAIARLE TO PAY JUDGMENYS OR SHTTLEMENTS GHALL R
nmmnvmouumnwmro LEGAL ORPINSE. PURTHER NOTE THAT AMOUNTS
INGURRED FOR LEGAL DEFENSRE GNALL AR APMLIED ABAINST THE DEOUCTIOLE AMOUNY.

INSURANCRE AGENTS AND BROKERS PROFEGEIONAL LIARIUTY POLIGY

REPLACEMENT OF POLICY NUMBER: #/4 POUCY NUMBEN:  647-75-97
' ' DECLARATIONS '
ftem 1: (naured: RENATSSANCE RETENT 104 Erolir e,

Trom 2, Pol Period From. Jaly 28, 2004 To: Jely 28, 2005
. &t 1201 AM. atandard time st tho address of tha insured atated shove,

Rem 3. Umits of Unblity (Including Defana¢ Gosta, Ohnrges and Expenaes):

_..QE_.QO__ Sach Wréngful Aat or serles of oontinuoua, repoatod or
intervalated .\M-numl Aots,

17,000,000 Aggregete.
item 4, oodnmlulr 24,000 + EBCh Wrongful Ast or mm of continuois, repectad or
interrelated Wrongtul Acts
itomn &, Premium: _B.050+ 330 R Surche

rEifiod- A /4 Tnm'fu _Covarage under Terrorise
A a2

1 ’ la policy
coverags previdad for lose ! uu dy an ar tarm-iu an
g‘hm ly'r A (TRIA Lesses) " ’I’ ufmru ty tho
Uaited States mader o fapgyle nub"’ ’ 0% of
TRIA Lossan 10 axceas of the faeerer nm: b nuntd by im the
deductible to be besod on :‘nfnlun of thé insyrar’s direct asrned
mnlm Tor the ‘n;r roe ‘u the act of somm,
Acopy of ¢ RI4 disclopure 308t wit the aripian) quote 1s
acvached harete,
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Small Business
g
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To: David Ratnee v
From: Noa! Stoecks!
Date: July 7, 2005 .
RE: RENAISSANCE RETENTION GROUP,INC. - FROPESSIONAL
LIABILITY - POLICY NUMBER 6477932 :
hmmmmwmwmrmwmm the

m.mwmmwmmmm

-~ ‘. |
Neal -~

Stoeckel,
Aszistont Vico President

o
v
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Government of the District of Columbia RECE!VE D

Department of Insurance, Securities and Banking
% WAR 29 P 1p: ¥
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e+ ESRT JIVISION OF ANTI-FR
AR COMPLIANCE "
Thomas E. Hampton Risk Finance Bureau
Acting Commissioner (RFB)

March 22, 2006

Mr. Cliff Day

NJ Department of Insurance
20 West State Street

9™ Floor Market Conduct
P.O. Box 329

Trenton, NJ 08625

Dear Mr. Day:

Please accept my apologies for the delay in getting this to you. The Commissioner has
signed the order however [ have not been able to obtain a copy of the signed order. I am
sending everything to you except the signed order since I know that you have waited for
it patiently.

Our Associate Commissioner, Dana Sheppard, will see the Commissioner tomorrow,
March 23, 2006, and meet with the Commissioner’s Executive Assistant to go through
materials to locate the signed order. As soon as it is available to me, I will forward a
copy to you.

Sincerely,

Lee Backus
Assistant Director, Finance

1400 L Street, NW, Washington D.C. 202-535-1419 fax: 202-727-1290
lee.backus@dc.gov



