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May 28, 2019  
 
David Altmaier 
Commissioner 
Office of Insurance Regulation 
State of Florida 
Tallahassee, Florida 32399-0326 
 
 
Dear Commissioner: 
 
Pursuant to your instructions, in compliance with Section 624.316, Florida Statutes, Rule 69O-
138.005, Florida Administrative Code, and in accordance with the practices and procedures 
promulgated by the National Association of Insurance Commissioners (NAIC), we have conducted 
an examination as of December 31, 2017, of the financial condition and corporate affairs of 
 
 

Associated Industries Insurance Company, Inc. 
903 N.W. 65th Street, Suite 300 

Boca Raton, Florida 33487-2864 
 
hereinafter referred to as the “Company.”  Such report of examination is herewith respectfully 
submitted. 
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SCOPE OF EXAMINATION 

 
This examination covered the period of January 1, 2015 through December 31, 2017 and 

commenced with planning at the Florida Office of Insurance Regulation (“Office”) on May 1, 2018 

to May 3, 2018.  The fieldwork commenced on May 1, 2018, and concluded as of May 28, 2019. 

The Company’s last full scope exam by representatives of the Office covered the period of 

January 1, 2012 through December 31, 2014.   

 

The examination was a multi-state/coordinated holding company group examination conducted 

in accordance with the NAIC Financial Condition Examiners Handbook (“Handbook”).  The 

Handbook requires that the examination be planned and performed to evaluate the financial 

condition, assess corporate governance, identify current and prospective risks of the Company, 

and evaluate system controls and procedures used to mitigate those risks.  An examination also 

includes identifying and evaluating significant risks that could cause an insurer’s surplus to be 

materially misstated both currently and prospectively. The lead state for this examination was 

Delaware, additional states that participated in this exam are as follows:  

 

Arizona Nevada Oklahoma 

California New Jersey Pennsylvania 

Florida New York Texas 

 

All accounts and activities of the Company were considered in accordance with the risk-focused 

examination process.  This may include assessing significant estimates made by management 

and evaluating management’s compliance with Statements of Statutory Accounting Principles 

(SSAP).    

 

This examination report includes significant findings of fact, as mentioned in Section 624.319, 

Florida Statutes, and general information about the insurer and its financial condition. There may 

be other items identified during the examination that, due to their nature (for example, subjective 

conclusions or proprietary information), are not included within the examination report but 

separately communicated to other regulators and/or the Company. 
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SUMMARY OF SIGNIFICANT FINDINGS 

 
Current Examination Findings 

The following is a summary of significant findings of fact (material adverse findings, significant 

non-compliance findings [such as non-compliance with state law(s), SSAPs, annual financial 

statement instructions, etc.] or material changes in the financial statements.   

 

Custodial Agreement 
A review of the Company’s custodial agreement indicated that the Company was not in 

compliance with Rule 69O-143.042(j) and Rule 69O-143.042(o), Florida Administrative Code, 

which requires certain language to be used in the agreement.  It is recommended the Company 

amend the custodial agreement with SunTrust for compliance with Rule 69O-143.042, Florida 

Administrative Code.   

 

Previous Examination Findings 

There were no findings, exceptions or corrective action to be taken by the Company for the 

examination as of December 31, 2014. 

 

COMPANY HISTORY 

General   

The Company is a non-assessable stock insurer writing workers’ compensation in Florida and an 

authorized surplus lines insurer in 49 other states. 

 

The Company was incorporated in Florida on October 3, 1953, and commenced business on May 

13, 1954, as Southeast Title and Insurance Company.   

 

In January 1995, Associated Industries Insurance Services, Inc. (“AIIS”) purchased the Company 

and changed the name to Associated Industries Insurance Company, Inc. 

 

In June 1996, the Company acquired 100% of the stock of Associated Industries of Florida 

Property & Casualty Trust, which was merged into the Company.   
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Effective September 7, 2007, the Company and AIIS were acquired by AmTrust Financial 

Services, Inc. (“AFSI”).  AIIS was renamed AmTrust North America of Florida, Inc. (“ANAFL”) on 

July 1, 2009. 

 

Effective December 30, 2016, Comp Options Insurance Company of Jacksonville, Florida, was 

merged with and into the Company with the Company being the surviving entity. 

 

The Company was authorized to transact Workers’ Compensation Insurance coverage in Florida 

on April 17, 1959.  As of December 31, 2017, the Company is authorized to write the following 

lines of business in Florida: 

 

Allied Lines Commercial Auto Liability Fire 

Boiler & Machinery Commercial Multi-Peril Other Liability 

Burglary & Theft Commercial Auto Physical Damage Worker’s Compensation 

 

Dividends  

In accordance with Section 628.371, Florida Statutes, the Company declared and paid ordinary 

dividends to its stockholder in 2015, 2016 and 2017 in the amounts of $7,401,447, $6,942,276, 

and $10,000,000, respectively.  The Company declared and paid an approved extraordinary 

dividend to its stockholder in 2017 in the amount of $72,000,000. 

 
Capital Stock and Capital Contributions 

As of December 31, 2017, the Company’s capitalization was as follows: 

 
Number of authorized common capital shares 25,000 
Number of shares issued and outstanding  20,000 
Total common capital stock  $2,000,000 
Par value per share          $100.00 
  

 
The Company’s parent, ANAFL, which is wholly owned by AFSI, owned 100% of the issued and 

outstanding stock of the Company and maintained control of the Company for all years under 

examination. 

 



 
 

4 
 

Surplus Notes 

The Company did not have any surplus notes during the period of this examination.   

 
Acquisitions, Mergers, Disposals, Dissolutions 

The Company merged with Comp Options Insurance Company of Jacksonville, Florida, effective 

December 30, 2016, with the Company being the surviving entity.  The merger was approved by 

the Florida Office of Insurance Regulation. 

 
 

MANAGEMENT AND CONTROL 

Corporate Governance 

The annual shareholder meeting for the election of Directors was held in accordance with Section 

628.231, Florida Statutes.  Directors serving as of December 31, 2017, are shown below: 

 

Directors 

Name  City, State Principal Occupation,  
Company Name 
 

Donald Thomas DeCarlo Jamesport, New York Attorney,  
Self-Employed 
 

Susan Carol Fisch San Francisco, California Retired, 
Formerly Reinsurance Broker Executive 
 

Adam Zev Karkowsky Great Neck, New York Chief Financial Officer,  
AmTrust Financial Services, Inc. 
 

Harry Schlachter Lawrence, New York Treasurer,  
AmTrust Financial Services, Inc. 
 

Stephen Barry Ungar Great Neck, New York General Counsel & Secretary, 
AmTrust Financial Services, Inc. 
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In accordance with the Company’s Bylaws, the Board appointed the following Senior Officers: 

 

Senior Officers 

Name  City, State Title 
Elissa Marie Pacheco Davie, Florida President & Chief Underwriting Officer 

 
Kerry James Heitz* Parkland, Florida Executive Vice President & Chief 

Financial Officer 
 

Harry Schlachter Lawrence, New York Treasurer 
 

Stephen Barry Ungar Great Neck, New York Secretary 
 

 
*Subsequent to the examination period and effective April 4, 2019, Mr. Heitz was no longer with 
the Company.  His responsibilities were taken over by Peter Felix. 

 
The Company’s Board appointed the Workers’ Compensation Dividend Committee, an internal 

board committee.  The following were the members as of December 31, 2017: 

 

Workers’ Compensation Dividend Committee 

Name  City, State Title,  
Company Name 
 

Donald Thomas DeCarlo Jamesport, New York Attorney,  
Self-Employed 
 

Harry Schlachter Lawrence, New York Treasurer,  
AmTrust Financial Services, Inc. 

Stephen Barry Ungar Great Neck, New York General Counsel & Secretary, 
AmTrust Financial Services, Inc. 

 

The Company delegated the following committee functions to those at the holding company level, 

in accordance with Section 624.424(8)(c), Florida Statutes.  The following were the principal 

Board committees, at the holding company level, and their members as of December 31, 2017: 
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Audit Committee 

Name  City, State Title,  
Company Name 
 

Abraham Gulkowitz Brooklyn, NY Principal, 
Brookville Advisory 

Donald Thomas DeCarlo Jamesport, New York Attorney,  
Self-Employed 
 

Susan Carol Fisch San Francisco, California Retired, 
Former Reinsurance Broker Executive 
 

 

 

Compensation Committee 

Name City, State Title,  
Company Name 
 

Donald Thomas DeCarlo Jamesport, New York Attorney,  
Self-Employed 

Susan Carol Fisch San Francisco, California Retired, 
Former Reinsurance Broker Executive 
 

Paul Rivera Long Island City, New 
York 

President & CEO 
National Benefit Life Insurance 
Company 

 

 

Nominating & Corporate Governance Committee 

Name  City, State Title,  
Company Name 
 

Donald Thomas DeCarlo Jamesport, New York Attorney,  
Self-Employed 

Susan Carol Fisch San Francisco, California Retired, 
Former Reinsurance Broker Executive 
 

Abraham Gulkowitz Brooklyn, NY Principal, 
Brookville Advisory 
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Holding Company System 

The following significant agreements were in effect between the Company and its affiliates: 

Tax Allocation Agreement  

The Company entered into a tax allocation agreement with its ultimate parent, AFSI, on 

September 7, 2007.  The Company, along with its parent, AFSI, and affiliates, filed a consolidated 

federal income tax return.  On December 31, 2017, the method of allocation between the 

Company and Holding Company was on a separate-entity basis with current credit for net 

operating losses.  Intercompany tax balances were settled quarterly. 

 

Administrative Services Management Agreement  

The Company entered into an Administrative Services Management Agreement with ANAFL on 

January 1, 1998, to provide certain management services.  The agreement continues in force for 

a term of five (5) years and will automatically renew each successive year, unless otherwise 

terminated within the guidelines of the agreement.  The management fee paid by the Company 

each month is based on a fee schedule of premium volume ranging between 13% and 19% of 

gross earned premium.  Fees incurred under this agreement during 2017 amounted to 

$23,526,239. 

 

Premium Processing Agreement  

The Company and its parent, ANAFL, entered into a premium processing agreement with affiliate, 

AmTrust North America ("ANA"), on January 15, 2008.  Under this agreement, ANA received the 

Company's premium payments and deposits the payments in a bank account in the name of AIIC.   

 

ACCOUNTS AND RECORDS 

 
The Company maintained its principal operational offices in Boca Raton, Florida.  

The Company and non-affiliates had the following agreements:  
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Custodial Agreement 

The Company maintained a custodial agreement with Suntrust Bank executed on April 30, 2007.  

The agreement did not comply with Rule 69O-143.042(j) and Rule 69O-143.042(o), Florida 

Administrative Code.  

 

Independent Auditor Agreement 

An independent CPA, KPMG, LLP audited the Company’s statutory basis financial statements 

annually for the years 2016 and 2017, in accordance with Section 624.424(8), Florida Statutes.   

 

An independent CPA, BDO USA, LLP audited the Company’s statutory basis financial statements 

for 2015, in accordance with Section 624.424(8), Florida Statutes.   

 

Supporting work papers were prepared by the CPA firm as required by Rule 69O-137.002, Florida 

Administrative Code.  

 

Change of auditor letters were filed with the Florida Office of Regulation as required. 

 

Corporate Records Review 

 
The recorded minutes of the Shareholder(s), Board of Directors (Board) and certain internal 

committees were reviewed for the period under examination. The recorded minutes of the Board 

documented its meetings and approval of Company transactions and events, in compliance with 

the Handbook adopted by Rule 69O-138.001, Florida Administrative Code, including the 

authorization of investments, as required by Section 625.304, Florida Statutes.  

 

Conflict of Interest 

 
The Company adopted a policy statement requiring periodic disclosure of conflicts of interest in 

accordance with the NAIC Financial Condition Examiners Handbook adopted by Rule 69O-

138.001, Florida Administrative Code.  
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A simplified organizational chart as of December 31, 2017, reflecting an abbreviated version of 

the holding company system, is shown on the following page.  Schedule Y of the Company’s 

2017 annual statement provided a list of all related companies of the holding company group.  
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Associated Industries Insurance Company 
Simplified Organizational Chart 

December 31, 2017 
 

 

 

  

AmTrust Financial Services, Inc.
(DE)

NAIC Group Code 2538

AmTrust North America of FL, Inc.,
(FL)

100%

Associated Industries 
Insurance Company,  Inc.

(FL)

Boca NW65, LLC
(DE)
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TERRITORY AND PLAN OF OPERATIONS 

The Company was authorized as a direct writer only in the State of Florida.  It was authorized to 

write surplus lines business in the other forty-nine (49) states and the District of Columbia.  

 
The Company was authorized to transact insurance in Florida on April 17, 1959, and is currently 

authorized for the following coverage(s) as of December 31, 2017: 

 
Allied Lines Commercial Auto Liability Fire 

Boiler & Machinery Commercial Multi-Peril Other Liability 

Burglary & Theft Commercial Auto Physical Damage Worker’s Compensation 

 

Treatment of Policyholders 

The Company established procedures for handling written complaints in accordance with Section 

626.9541(1)(i)(3)(a), Florida Statutes.  The Company maintained a claims procedure manual that 

included detailed procedures for handling each type of claim in accordance with Section 

626.9541(1)(j), Florida Statutes.  

 

REINSURANCE 

 
The reinsurance agreements reviewed complied with NAIC standards with respect to the standard 

insolvency clause, arbitration clause, intermediary clause, transfer of risk, reporting and 

settlement information deadlines.   

 

Reinsurance Assumed  

The Company did not assume any reinsurance during the period of this examination. 
 

Reinsurance Ceded 

The Company ceded risk on a quota share and excess of loss basis under reinsurance contracts 

implemented at the holding company level.   

 



 
 

12 
 

In 2017, the Company and fifteen (15) affiliates entered into an Intercompany Reinsurance 

Pooling Agreement with Technology Insurance Company, Inc. (“TIC”), an affiliated entity. Under 

the terms of the Pooling Agreement, the Company ceded 100% of the Company’s liabilities on 

insurance policies that were in force as of October 1, 2017, or that had expired or been terminated 

or non-renewed as of October 1, 2017, and 100% of its liabilities on all insurance policies issued 

subsequent to October 1, 2017.  The Company does not assume any of the pooled business. 

 

Effective October 1, 2007, the Company and four (4) affiliates became party to a Commutation 

and Release Agreement.  Under the terms of the commutation agreement, the AmTrust 

Intercompany Reinsurance Agreement originally effective September 7, 2007, and amended 

various times with the most recent amendment being January 1, 2016, between the Company 

and three (3) affiliates as cedants and AmTrust International Insurance, Ltd., a Bermuda affiliated 

entity, as reinsurer, was replaced with the new Intercompany Reinsurance Pooling Agreement. 

 

INFORMATION TECHNOLOGY REPORT 

 
INS Services, Inc., performed an evaluation of the information technology and computer systems 

of the Company.  Results of the evaluation were noted in the Information Technology Report 

provided to the Company.  

 
 

STATUTORY DEPOSITS 

The following securities were deposited with the State of Florida as required by Section 624.411, 

Florida Statutes: 

 

  
State Description Par Value Market Value

FL US Treasury Note 1.25% 51,000$      50,750$        
FL Altria Group Inc. 2.85% 500,000$    497,900$      
FL State Street Corp 3.55% 1,250,000$ 1,275,875$   
FL MAHSBFINB 3.95% 1,595,000$ 1,661,033$   

3,396,000$ 3,485,558$   TOTAL SPECIAL DEPOSITS
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FINANCIAL STATEMENTS 

 
The examination does not attest to the fair presentation of the financial statements included 

herein.  If an adjustment is identified during course of the examination, the impact of such 

adjustment will be documented separately following the Company’s financial statements.  

Financial statements, as reported and filed by the Company with the Office, are reflected on the 

following pages. 
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Associated Industries Insurance Company  
Assets 

December 31, 2017 
 

 
Per Company Examination Per Examination

Adjustments

Bonds $209,946,971 $209,946,971

Stocks:
   Preferred 9,916,697 $9,916,697
   Common 8,541,166 8,541,166

Cash and Short-Term Investments 12,132,087 12,132,087

Other invested assets 1,344,350 1,344,350

Receivable for securities 38,532 38,532

Investment income due and accrued 2,139,623 2,139,623

Amounts recoverable from reinsurers 650,233 650,233

Net deferred tax asset 167,917 167,917

Aggregate write-ins for
other than invested assets 75,000 75,000

Totals $244,952,576 $0 $244,952,576
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Associated Industries Insurance Company  
Liabilities, Surplus and Other Funds 

December 31, 2017 
 

Per Company Examination Per Examination
Adjustments

Other expenses 3,991$               3,991$                

Current federal and foreign income taxes 1,691,768 1,691,768

Ceded reinsurance premiums payable 1,746,043 1,746,043

Funds held by company under 
reinsurance treaties 374,723 374,723

Provision for reinsurance 681,080 681,080

Payable to parent, subsidiaries and affiliates 192,086,696 192,086,696

Total Liabilities $196,584,301 $0 196,584,301$     

Common capital stock 2,000,000$        2,000,000$         

Gross paid in and contributed surplus 40,469,666        40,469,666

Unassigned funds (surplus) 5,898,609 5,898,609

Surplus as regards policyholders 48,368,275$      $0 48,368,275$       

Total liabilities, surplus and other funds 244,952,576$    $0 244,952,576$     
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Associated Industries Insurance Company  
Statement of Income 
December 31, 2017 

 Underwriting Income

Premiums earned $67,971,899
Deductions:

Losses incurred $38,419,183
Loss adjustment expenses incurred 13,600,945
Other underwriting expenses incurred (10,825,316)
Total underwriting deductions $41,194,812

 
Net underwriting gain or (loss) $26,777,087

Investment Income

Net investment income earned $9,971,179
Net realized capital gains or (losses) 1,706,728
Net investment gain or (loss) $11,677,907

Other Income

Net gain or (loss) from agents' or premium balances charged off (recovered) ($368,541)
Finance and service charges not included in premiums 64,367
Aggregate write-ins for miscellaneous income 295,518
Total other income ($8,656)

Net income before dividends to policyholders and 
  before federal & foreign income taxes $38,446,338
Dividends to policyholders 10,367,997
Net Income, after dividends to policyholders, but  
  before federal & foreign income taxes $28,078,341
Federal & foreign income taxes incurred 3,419,735

Net Income $24,658,606

Capital and Surplus Account

Surplus as regards policyholders, December 31 prior year $119,327,820

Net Income $24,658,606
Change in net unrealized capital gains or (losses) (2,961,704)
Change in net deferred income tax (11,886,049)
Change in nonadmitted assets 19,179,048
Change in provision for reinsurance (668,774)
Dividends to stockholders (82,000,000)
Aggregate write-ins for gains and losses in surplus (17,280,670)
Examination Adjustment
Change in surplus as regards policyholders for the year ($70,959,543)
Rounding (1)
Surplus as regards policyholders,  December 31 current year $48,368,276
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Associated Industries Insurance Company  
Reconciliation of Capital and Surplus 

December 31, 2017 
 
No adjustments were made to surplus as regards policyholders as a result of this examination. 
 
   

  

Surplus at December 31, 2014, per Examination
$74,014,469

Gain in 
Surplus Loss in Surplus

Net Income (loss) $47,045,109
Change in net unrealized capital gain (loss) $466,130
Change in net deferred income tax $4,966,433
Change in non-admitted assets $7,385,936
Change in provision for reinsurance $608,498
Dividends to stockholders $96,343,723
Aggregate write-in for gains and losses in surplus $17,280,670
Comp Options 2015 surplus $39,588,216

Total Gains and Losses $94,019,261 $119,665,454

Net Increase/(Decrease) in surplus as regards 
policyholders ($25,646,193)
Surplus as regards policyholders
December 31, 2017 per Examination $48,368,276

Capital/Surplus Change during Examination Period
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COMMENTS ON FINANCIAL STATEMENT ITEMS 

Liabilities  

Losses and Loss Adjustment Expenses         

Ronald T. Kuehn, FCAS, MAAA, Huggins Actuarial Services, Inc., appointed by the Board, 

rendered an opinion that the amounts carried in the balance sheet as of December 31, 2017, 

made a reasonable provision for all unpaid loss and loss expense obligations of the Company 

under the terms of its policies and agreements. 

 

The Office consulting actuaries, Allan Becker, FCAS, MAA and Michael Morro, ACAS, MAA, of 

INS Consultants, Inc., reviewed the loss and loss adjustment expense work papers provided by 

the Company and they were in concurrence with this opinion.   
 

Capital and Surplus  

The amount of capital and surplus reported by the Company of $48,368,276, exceeded the 

minimum of $4,000,000 required by Section 624.408, Florida Statutes.  
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SUBSEQUENT EVENTS 
 

Share Purchase Agreements 
 
Effective July 26, 2018, the Company entered into a Share Purchase Agreement with TIC 

pursuant to which the Company sold all issued and outstanding shares of common stock of AII 

Investment Holdings, Ltd. to TIC at a purchase price of $7,564,155.15. 

 

Effective December 28, 2018, the Company entered into a Share Purchase Agreement with 

affiliate, TIC pursuant to which the Company sold all issued and outstanding shares of preference 

stock of AmTrust Equity Solutions, Ltd. to TIC at a purchase price of $9,957,420. 

 

The transactions were approved by the Florida Office of Insurance Regulation. 
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SUMMARY OF RECOMMENDATIONS 

 
Custodial Agreement 
A review of the Company’s custodial agreement indicated that the Company was not in 

compliance with Rule 69O-143.042(j) and Rule 69O-143.042(o), Florida Administrative Code, 

which require certain language to be used in the agreement.  It is recommend the Company 

amend the custodial agreement with SunTrust for compliance with Rule 69O-143.042, Florida 

Administrative Code.   
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CONCLUSION 

 
The insurance examination practices and procedures as promulgated by the NAIC have been 

followed in ascertaining the financial condition of Associated Industries Insurance Company as of 

December 31, 2017, consistent with the insurance laws of the State of Florida. 

 

Example:  Per examination annual financial statements, the Company’s surplus as regards to 

policyholders was $48,368,276, which exceeded the minimum of $4,000,000 required by Section 

624.408, Florida Statutes.  

 

In addition to the undersigned, the following also participated in the examination: 

 

April Spevak, CFE Examiner-in-Charge INS Regulatory Services, Inc. 

Robin Roberts, CFE Participating Examiner INS Regulatory Services, Inc. 

Jeffrey Rockwell, FCCM Exam Manager Office 

Paula Bowyer, APIR Participating Examiner Office 

Dave Macesic, ACAS, MAA Actuarial Specialist INS Consultants, Inc. 

David Gordon, CISA, CIA, CFE (Fraud), MBA IT Specialist INS Services, Inc. 

 

       Respectfully submitted,    

        

       Brian Sewell, CFE, MCM 
       Chief Examiner  
       Florida Office of Insurance Regulation 
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