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May 29, 2015

The Honorable Daniel R. Judson
Commissioner of Insurance
Commonwealth of Massachusetts
Division of Insurance

1000 Washington Street, Suite 810
Boston, MA 02118-6200

Honorable Commissioner:

Pursuant to your instructions and in accordance with Massachusetts General Laws, Chapter 175,
Section 4, an examination has been made of the financial condition and affairs of

TOWER NATIONAL INSURANCE COMPANY

at its home office located at 3 Batterymarch Park Drive, Quincy, Massachusetts, 02169, The
following report thereon is respectfully submitted.



Tower National Insurance Company

SCOPE OF EXAMINATION

The Massachusetts Division of Insurance (“Division”) has performed its multi-state/single state
examination of Tower National Insurance Company (“the Company™). The last examination
covered the period of January .1, 2005 through December 31, 2009. This examination covers the
period of January 1, 2010 through December 31, 2013 and material events occurring subsequent
to December 31, 2013.

The examination was conducted in accordance with standards and procedures established by the
National Association of Insurance Commissioners (“NAIC”) Financial Condition (E) Committee
and prescribed by the current NAIC Financial Condition Examiners Handbook. The Handbook
requires that we plan and perform the examination 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.

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 Statutory Accounting Principles. The examination
does not attest to the fair presentation of the financial statements included herein. If, during the
course of the examination an adjustment is identified, the impact of the adjustment is
documented separately following the Company’s financial statements,

This examination report includes significant findings of fact in compliance with Massachusetts
General Laws Chapter 175, Section 4 and general information about the insurer and its financial
condition. Other items may have been identified during the examination that, due to their nature
(e.g., subjective conclusions, proprietary information, efc.) are not included within the
examination report but communicated separately to other regulators and the Company.

COMPANY HISTORY

The Company was incorporated December 23, 1983, commenced business January 1, 1984, and
was formerly known as North American Lumber Insurance Company (“NALIC”). TGI acquired
the corporate shell of NALIC from the receivers of the Lumber Mutual Insurance Group on
March 25, 2005, and NALIC was renamed Tower National Insurance Company. Presently the
Company is a wholly-owned subsidiary of Tower Group, Inc. ("TGI"), which is a wholly-owned
subsidiary of Tower Group International, Ltd. (“Tower Group™), a Bermuda company..

On March 13, 2013, TGI completed a merger transaction under which Tower Group, formetly
known as Canopius Holdings Bermuda Ltd. was renamed Tower Group International, Itd. On
September 15, 2014, Tower Group was acquired by ACP Re Ltd, ("ACP Re") pursuant to an
Agreement and Plan of Merger by and between Tower Group, ACP Re, and a wholly-owned
subsidiary of ACP Re, which was merged with, and into Tower Group, with Tower Group as the
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surviving corporation in the merger, and a wholly-owned subsidiary of ACP Re. The controlling
shareholder of ACP Re is a trust established by the founder of AmTrust Financial Services, Inc.
("AmTrust"), National General Holdings Corporation ("NGHC") and Maiden Holdings, Ltd.

SUMMARY OF SIGNIFICANT FINDINGS OF FACT

During 2013, Tower Group experienced significant losses in its business operations, which
resulted in a severe reduction in its combined surplus, which impacted the Company, which held
a net 2% of the Tower Group U.S. Reinsurance Pool ("Tower Pool"). Such losses were primarily
due to adverse development in prior years’ loss reserves within casualty-related lines of business,
including workers® compensation, commercial multi-peril, other liability, and commercial
automobile liability lines. As a result, the Company and its affiliate, Massachusetts Homeland
Insurance Company (”MHIC") which cedes all business to the Company, consented to
administrative supervision -by the Division on November 26, 2013. Also, the New York
Department of Financial Services called a comprehensive examination of Tower Insurance
Company of New York ("TICNY") and other affiliates. TICNY is an affiliate of the Company
and the lead company in the Tower Pool. The Division participated in the multi-state
examination with respect to the Company and MHIC.

Prior to the completion of its acquisition of Tower Group by ACP Re, Tower Group entered into
two Cut-Through Reinsurance Agreements, such that subsidiaries of AmTrust and NGHC
reinsured at least 60% of new and renewal business produced by the Tower Group, including the
uncarned premium on such renewal business at January 1, 2014, effective January 3, 2014.

Throughout 2014, Tower Group’s financial condition continued to deferiorate resulting in A.M.
Best downgrading the financial strength rating of Tower Group and its operating subsidiaries
from a “B (Fair)” to a financial strength rating of “C (Weak)” on August 28, 2014. Following
the receipt of all required regulatory approvals, including the Division’s order approving the
Form A application, ACP Re closed on its acquisition of Tower Group on September 15, 2014.
Tower, NGHC and AmTrust terminated the two Cut-Through Reinsurance Agreements that
provided 100% quota share reinsurance, and a cut-through endorsement to cover all eligible new
and renewa! commercial and personal lines business, on a run-off basis.

Effective September 15, 2014, AmTrust and NGHC are the administrators of the run-off of
Tower Group’s legacy business and also will prospectively manage and reinsure all business
written by Tower Group’s U.S. insurance companies ("Tower U.S. Insurers"), for which they
will receive a net 2% commission on all such business,

A Personal Lines Quota Share Reinsurance Agreement was executed and effective September
15, 2014 in which Tower U.S. Insurers ceded 100% of their personal lines business after
September 15, 2014 to Integon National Insurance Company ("Integon"), an affiliate of NGHC.
Also, a Commercial Lines Quota Share Reinsurance Agreement was executed and effective
September 15, 2014 in which Tower U.S. Insurers ceded 100% of their commercial lines
business after September 15, 2014 to Technology Insurance Company, Inc. ("Technology”), an
affiliate of AmTrust. Finally, CastlePoint Reinsurance Company, Ltd. ("CPRe") and Tower



Tower National Insurance Company

Group entered into a loss portfolio transfer agreement, in which CPRe assumed all insurance
liabilities and uncarned premiums for business wriften prior to September 15, 2014. AmTrust
and NGHC provided $250 million in stop-loss reinsurance coverage for these liabilities. Thus, as
of September 15, 2014, the Company retains no net insurance risk.

On December 4, 2014, A.M. Best upgraded the financial strength rating of the Company and the
Tower U.S. Insurers to "A- (Excellent)" with a stable outlook. On January 7, 2015, the Division
issued an order releasing the Company and MHIC from administrative supervision. As of
December 31, 2014, the Company reported assets of $39.5 million, surplus of $7.0 million, and a
risk-based capital authorized control level of $843,000.

MANAGEMENT AND CONTROL

Board of Directors

According to the bylaws, the Company's business shall be managed by a Board of Directors
which may exercise all of the powers of the Company, except as otherwise provided by the
Articles of Incorporation, by law, or the bylaws., The Board of Directors shall consist of not
fewer than five Directors. For the period from November 18, 2013 and through September 15,
2014, the Company's Board of Directors consisted of the following individuals: )

Name of Director Title

Bruce W. Sanderson President

William E. Hitselberger Executive Vice-President and Chief Financial Officer
Elliot S. Orol Senior Vice-President, General Counsel and Secretary
William F. Dove Senior Vice-President

Christian K. Pechmann Senior Vice-President

Michael H. Lee, Salvatore V. Abano, Gary S. Maier, and Joel S. Weiner served on the
Company's Board of Directors during periods from 2010-2013. Eduard Pulkstenis served on the
Company's Board of Directors for periods in 2013.

As of September 15, 2014, and through the date of the examination report, the Company's Board
of Directors consisted of the following individuals:

Name of Director Title

Michael Karfunkel Chairman, President and Chief Executive Officer of
: NGHC; Chairman of AmTrust

William E. Hitselberger President and Treasurer

Herbert J. Lemmer* Retired

Jonathan L. Shebel Chief Executive Officer, and Chairman, Associated

Reinsurance Brokers, Inc.
Stephen B. Ungar General Counsel, AmTrust
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*William W. Fox, Jr., former Chief Executive Officer -of Tower Group, was appointed as a
director of the Company upon the closing of the ACP Re transaction on September 15, 2014,
Following Mr. Fox’s resignation, effective October 24, 2014, Herbert J. Lemmer was elected as
a director of the board of the Company. :

The ACP Re Audit Committee serves as the Audit Committee for the Company.
Officers

Officers and management of the Company as of December 31, 2013 and through September 15,
2014 were as follows:

Name of Officer Title

Bruce W. Sanderson President

William E. Hitselberger Executive Vice President and Chief Financial Officer
Adam B. Perri Secretary

Officers and management of the Company as of September 15, 2014 and through the date of the
examination report are as follows:

Name of Officer Title

William E. Hitselberger President and Treasurer
Robert M. Karfunkel Secretary

Meghan Zeigler Assistant Secretary

Affiliated Companies

As stated in the Insurance Holding Company System Form B as filed with the Division, the
Company is a member of a holding company system and is subject to the registration
requirements of Massachusetts General Laws, Chapter 175, Section 206C and 211 CMR 7.00.

Abbreviated Organizational Chart

Relow is an abbreviated organizational chart, focusing primarily on U.S. and Bermuda
property/casualty insurers. Other U.S. health and accident insurers, international insurers, and
insurance scrvices organizations are part of the holding company system and are not shown here.
Please refer to the Company's December 31, 2014 Annual Statement filing for a complete chart..

Michael Karfunkel
Michael Karfunkel 2005 Grantor Retained Annuity Trust
ACP Re Holdings, LLC (DE)
ACP Re, Ltd. (BM)
Tower Group International, Ltd. (BM)
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Tower Group, Inc. (DE)
CastlePoint Bermuda Holdings, Ltd. (BM)
CastlePoint Reinsurance Company, Ltd. (BM)
Hermitage Insurance Company (NY)
CastlePoint Insurance Company (NY)
CastlePoint Florida Insurance Company (FL)
Tower Insurance Company of New York (NY)
Massachusetts Homeland Insurance Company (MA)
North East Insurance Company (ME)
Tower National Insurance Company (MA)
Preserver Insurance Company (NJ)
CastlePoint National Insurance Company (CA)
York Insurance Company of Maine (ME)
AmTrust Financial Services, Inc. (DE)
AmTrust International Insurance, Ltd. (BM)
All Insurance Management Ltd. (BM)
Rochdale Insurance Company (NY)
AmTrust Insurance Company of Kansas, Inc. (KS)
AmTrust Lloyd's Corporation (TX)
AmTrust Lloyd's Insurance Company of Texas (TX)
AmTrust North America of Florida, Inc. (FL)
Associated Industries Insurance Company, Inc. (FL)
First Nonprofit Insurance Company (DE)
Insco Insurance Services, Inc. (CA)
Developers Surety and Indemnity Company (IA)
Indemnity Company of California (CA)
Milwaukee Casualty Insurance Co. (WI)
Security National Insurance Company (DE)
Sequoia Insurance Company (CA)
Sequoia Indemnity Company (NV)
Personal Express Insurance Company (CA)
Technology Insurance Company, Inc. (NH)
Wesco Insurance Company (DE)
(continued on the next page)
National General Holdings Corp. (DE)
MIC General Insurance Corporation (MI)
National General Assurance Company (MO)
National General Insurance Company (MO)
New Jersey. Skylands Management, LLC (DE)
NJ Skylands Insurance Association (NJ)
New Jersey Skylands Insurance Company (NJ)
Adirondack AIF, LLC (NY) '
Adirondack Insurance Exchange (NY)
Mountain Valley Indemnity Company (NH)
National General Management Corp. (DE)
Integon Casualty Insurance Company (NC)
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Integon General Insurance Corporation (NC)
Integon Preferred Insurance Company (NC)
New South Insurance Company (NC)
Integon Indemnity Corporation (NC}) -
Integon National Insurance Company
Agent Alliance Insurance Company (AL)
Personal Express Insurance Company (CA)
National General Insurance Marketing, Inc. (MO)
National General Re, Ltd (BM)
Allied Producers Reinsurance Company, Ltd (BM)
Imperial Fire and Casualty Insurance Company (LA)
National Automotive Insurance Company (LA)

Michael Karfunkel owns 13.5% of NGHC's common stock and 1.3% of AmTrust's common
stock. The Michael Karfunkel 2005 Grantor Retained Annuity Trust ("GRAT") owns 35.3% of
NGHC's common stock, 99.9% of ACP Re's common stock and 12.2% of the commeon stock in
AmTrust. Michael Karfunkel's wife is the sole trustee of the GRAT. AmTrust indirectly controls
13.2% of NGHC's common stock.

Transactions and Agreements with Affiliates excluding Reinsurance

See the Reinsurance section for affiliated reinsurance.
Managing General Agency Agreements

Effective September 15, 2014, National General Insurance Marketing, Inc. ("NGIM"), an
affiliate of NGHC, produces and manages all new and renewal personal lines business of the
Tower U.S. Insurers pursuant to a Personal Lines Managing General Agency Agreement for a
10% commission. Such commission payments are netted against the 12% ceding commission
payable by Integon pursuant to the Personal Lines Quota Share Reinsurance Agreement.
Similarly, effective September 15, 2014, AmTrust North America, Inc. ("ANA"), an affiliate of
AmTrust, produces and manages all new and renewal commercial lines business of the Tower
U.S. Insurers pursuant to a Commercial Lines Managing General Agency Agreement for a 10%
commission. Such commission payments are netted against the 12% ceding commission payable
by Technology pursuant to the Commercial Lines Quota Share Reinsurance Agreement. '

Administrative Services Agreements

Under the terms of a 100% quota share reinsurance agreement between the Company and MHIC,
the Company paid and provided services for MHIC's non-investment operations, both
underwriting and non-underwriting, for no fee or cost as long as the reinsurance agreement was
in effect. MHIC also had a Service and Expense Sharing Agreement with the Company for any
necessary services to be performed by the Company on MHIC's behalf, which are not covered
under the 100% guota share reinsurance agreement.
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Pursuant to the Personal Lines LPTA Administrative Services Agreement between the Tower
U.S. Insurers and National General Management Corp. ('NGMC"), NGMC administers the
runoff of all historical personal lines policies and claims of the Tower Pool written prior to
September 15, 2014. Pursuant to the Commercial Lines LPTA Administrative Services
Agreement between the Tower U.S. Insurers and ANA, ANA administers the runoff of all
historical commercial lines policies and claims of the participants of the Tower Pool written prior
to September 15, 2014,

Investment Management Agreement

Effective September 15, 2014, the Company and All Insurance Management Ltd. ("AIl") an
affiliate of AmTrust, entered into the Investment Management Agreement, whereby All manages
the Company's investments.

Tower Group Surplus Note

On June 27, 2014, the Company issued a $3 million surplus note to Tower Group for cash. The
note is payable upon demand, provided that such repayment and payment of any interest may
only be made from free and divisible surplus, and may only be made with the prior approval of
the Division. Interest is at prime plus 1% divided by one minus the corporate income tax rate of
35%.

Capital Contribution

On December 31,.2014, the Company received an additional capital contribution of $310,000
from ACP Re." :

TERRITORY AND PLAN OF OPERATION

The Company is licensed in 42 states, with the largest numbers of insurance risks written in New
York, New Jersey and Massachusetts. The Company uses independent agents to sell commercial
multi-peril, commercial automobile, workers' compensation and homeowners policies to
businesses and consumers in these states. The Company reported $10.9 million of 2013 direct
premium written in Massachusetts.

Treatment of Policvholders — Market Conduct

During 2013, the Division’s Market Conduct Department initiated .a comprehensive market
conduct examination of the Company for the period January 1, 2012 through December 31,
2012. The market conduct examination was called pursuant to authority in Massachusetts
General Laws Chapter 175, Section 4. As a result factors described in the Summary of
Significant Findings of Fact section of this report, the Division revised the scope of the
examination to limited-scope to focus on specific industry issues and claims.
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The limited-scope market conduct examination was conducted at the direction of, and under the
overall management and control of, the market conduct examination staff of the Division.
Representatives from: the firm of Rudmose & Noller Advisors, LLC were engaged to complete
certain agreed upon procedures which were developed using the guidance and standards of the
NAIC’s Market Regulation Handbook, the market conduct examination standards of the
Division, and the Commonwealth of Massachusetts insurance laws, regulations and bulletins.
The Division issued its publicly-available Report on the Limited Scope Market Conduct
Examination on January 15, 2015.

REINSURANCE

The Company has a 100% quota share reinsurance agreement to assume in-force new and
renewal business effective Tuly 1, 2010 with its affiliate, MHIC. The Company is a participant
in the Tower Pool, where the Company cedes 100% of direct and assumed business to TICNY,
the pool manager. Amounts due to or from TICNY are settled in the next quarter. Prior to
September 15, 2014, TICNY ceded to the pool participants their respective shares of the pool.
The Company retained a net 2% of the Tower Pool prior to September 15, 2014. After
September 15, 2014, the Company retains no net insurance risk.

In the third quarter of 2013, Tower Group entered into agreements with three reinsurers, Arch
Reinsurance Ltd. ("Arch"), Hannover Re (Ireland) Ple. ("Hannover") and Southport Re
(Cayman), Ltd. ("Southport Re™). The agreements with Arch and Hannover cach consisted of
one reinsurance agreement, while the arrangement with Southport Re consisted of several
agreements. The agreements with Arch and Hannover covered business written from July 1,
2013 to December 31, 2013, as well as unearned premiums as of June 30, 2013. As a result of
the pending merger, the Southport Re treaties were commuted effective February 19, 2014,
whereby all premiums paid to Southport Re by the Tower Group were returned, and all liabilities
assumed by Southport Re were cancelled, whereby such liabilities became the obligation of the
Tower Group. - '

As of January 3, 2014 through September 15, 2014, the Tower Group entered into Cut-Through
Reinsurance Agreements, such that subsidiaries of AmTrust and NGHC reinsured at least 60% of
new and renewal business produced by the Tower Group, including the unearned premium on
such renewal business at January 1, 2014,

Effective September 15, 2014, Tower U.S. Insurers and CPRe entered into a Loss Portfolio
Transfer Agreement pursuant to which CPRe will reinsure all the business written by Tower U.S.
Insurers prior to September 15, 2014, AmTrust and NGHC provided $250 million in stop-loss
reinsurance coverage for these liabilities. Thus, as of September 15, 2014, the Company retains
no net insurance risk.

Effective September 15, 2014, the Tower U.S. Insurers and Integon, an affiliate of NGIM,
entered into a Personal Lines Quota Share Reinsurance Agreement whereby Tower U.S. Insurers
ceded 100% of the losses on their personal lines business after September 15, 2014 to Integon.
Also, effective September 15, 2014, the Tower U.S. Insurers and Technology, an affiliate of
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ANA, entered into a Commercial Lines Quota Share Reinsurance Agreement whereby Tower
U.S. Insurers ceded 100% of the losses on their commercial lines business after September 15,
2014 to Technology, an affiliate of AmTrust. The related policies are issued under the Personal
Lines Managing General Agency Agreement and the Commercial Lines Managing General
Agency Agreement.

Lastly, effective November 1, 2014, Tower U.S. Insurers entered into a Quota Share Reinsurance

Agreement with ACP Re, which further ensures that no net liability will be retained by the
Company and the Tower U.S. Insurers.
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FINANCIAL STATEMENTS
The following financial statements are based on the statutory financial statements prepared by
management and filed by the Company with the Division and present the financial condition of
the Company for the period ending December 31, 2013. The financial statements are the
responsibility of Company management.
Statement of Assets, Liabilities, Surplus and Other Funds as of December 31, 2013
Statement of Income for the Year Ended December 31, 2013

Reconciliation of Capital and Surplus for Each Year in the Four-Year Period Ended December
31, 2013 '
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Statement of Assets, Liabilities, Surplus and Other Funds

As of December 31, 2013

ASSETS
Bonds
Cash, cash equivalents and short-term investments
Other Invested Assets
Receivable for securities
Subtotals, cash and invested assets

Investment income due and accrued
Uncollected premiums and agents' balances
Deferred preminms
Accrued retrospective premiums
Amounts recoverable from reinsurers
Funds held by reinsurers
Current federal tax recoverable
Receivables from parent, subsidiaries and affiliates
Aggregate write-ins
Total Assets

12

Per
Annual ‘
Statement

$17,701,981
(793,741)

3,242,393
75,441

20,226,074

137,605
1,698,313
3,123,032

20,422

534,905

599,443

538,894
6,791,308
1,891,946

$35,561,942
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Statement of Assets, Liabilities, Surplus and Other Funds (Continued)

As of December 31, 2013

LIABILITIES
Losses
Reinsurance payable on paid losses and LAE
Loss adjustment expenses
Commissions payable
Other expenses
Taxes, licenses and fees
Unearned premiums
Advance premium
Ceded reinsurance premiums payable
Funds held by company under reinsurance agreements
Amounts withheld for others
Agoregate write-ins
Total Liabilities

Aggregate write-ins for special surplus funds
Common capital stock

Gross paid in and contributed surplus
Unassigned funds (surplus)

Surplus as regards policyholders

Total Liabilities, Surplus and Other Funds
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Per
Annual
Statement

$18,270,072

42,817
3,286,586
83,283
942,287
15,046
5,756,521
234,741
3,546,755
2,068,438
20,685

(2,003,851)
32,263,380

$ 321,401
3,995,000
6,256,437

(7,274,276)
3,298,562

$35,561,942
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Statement of Income
For the Year Ended December 31, 2013

Per
Annual
__Statement _

Net Premiums Earned ' $ 16,543,636
Deductions:

Net Losses Incurred 13,720,339

Net Loss adjustment expenses incurred 3,789,878

Net Other underwriting expenses incurred 6,316,473

Ageregate write~ins for underwriting deductions
Total net underwriting deductions 23,826,690
Net underwriting gain/(loss) (7,283,054)
Net investment income earned 886,346
Net realized capital gains or (losses) less capital gains tax 180,857
Net investment gain/{loss) 1,067,203
Net loss from agents’ or premium balances charged off (105,135)
Finance and service charges - 196,543
Agoregate write-ins for miscellaneous income (1,150,403)
Total other income (1,058,995)

- Net income after dividends to policyholders, after capital
gains tax and before other federal and foreign income taxes (7,274,846)

Federal and foreign income taxes incurred (373,933)
Net income/(loss) $ (6,900,913)
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For Each Year in the Four-Year Period Ended December 31, 2013

Surplus as regards policyholders,
December 31, prior year

Net income/(loss)

Change in net unrealized capital gains
or (losses) less capital gains tax

Change in net deferred income tax
Change in non-admitted assets
Surplus Paid In

Dividends to stockholders

Aggregate write-ins for gains
and losses in surplus

Change in surplus as regards
policyholders for the year

Surplus as regards policyholders,
December 31, current year

Reconciliation of Capital and Surplus

2013 2012 2011 2010
$11,616,485  $13,044,464  $11,854,533  $12,047,271
(6,900,913) (555,006) 1,235,921 (796,848)
262,811 (4,358) 9,471 624,158
(1,589,041) (177,583) (231,316) 689,031
(243,411) 479,752 172,382 (722,717)
251,437
(1,000,000)
(98,806) (170,694) 3,473 13,638
(8,317,923) (1,427,979) 1,189,931 (192,738)
$ 3298562 $11,616485  $13,044,464  $11,854,533
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SUBSEQUENT EVENTS

See the subsequent events discussed in the Summary of Significant Findings of Fact and
Company History, Management and Control and Reinsurance Sections of the examination
report. |

Effective July 31, 2014, the Division approved the Company's request to amend its Article of
Incorporation to reduce the par value of its common stock from $17 to $4 per share. The number
of shares authorized, issued, and outstanding remained unchanged. As a result, the Company's
gross paid in and contributed surplus increased by $3,055,000 and the common capital stock
decreased by the same amount.

A Personal Lines Quota Share Reinsurance Agreement was executed and effective September
15, 2014 in which Tower U.S. Insurers ceded 100% of their personal lines business after
September 15, 2014 to Integon, an affiliate of NGHC. Also, a Commercial Lines Quota Share
Reinsurance Agreement was executed and effective September 15, 2014 in which Tower U.S.
Insurers ceded 100% of their commercial lines business after September 15, 2014 to Technology,
an affiliate of AmTruast. Finally, CPRe and Tower Group entered into a loss portfolio transfer
agreement, in which CPRe assumed all insurance liabilities and unearned premiums for business
written prior to September 15, 2014. AmTrust and NGHC provided $250 million in stop-loss
reinsurance coverage for these liabilities. Thus, as of September 15, 2014, the Company retains
no net insurance risk.

On January 7, 2015, the Division issued an order releasing the Company and MHIC from
administrative supervision. As of December 31, 2014, the Company reported assets of $39.5
million, surplus of $7.0 million, and a risk-based capital authorized control level of $843,000. -

TNIC and Tower Group management engaged Huggins Actuarial Services, Inc. ("Huggins") in
early 2015 to complete an assessment of Tower U.S. Insurers reserves as of September 31, 2014
and December 31, 2014. As of December 31, 2014, on both a gross and net basis, Huggins
determined that the Tower U.S. Insurers reserves are within Huggins’ low and high estimate of
reserves, but below the central estimate by $98.5 million on a gross basis, and $54.4 million on a
net basis. Further, after considering the $250 million stop-loss reinsurance coverage from
AmTrust and NGHC, December 31, 2014 reserves are effectively reported at the Huggins central
estimate on both a gross and net basis.

Further, as of September 15, 2014, the Company retains no net insurance risk as noted above.

Based on these subsequent events, the Division is making no adjustment to TNIC's reported
reserves as of December 31, 2013.
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SIGNATURE PAGE

Acknowledgement is made of the cooperation and courtesies extended by the officers and
employees of the Company during the examination.

The assistance rendered by the following examiners participating in ‘this examination is
acknowledged.

Dana W. Rudmose, CPA (inactive), CIE, AIR
Mark G. Noller, CPA (ret.), CIE
Rudmose & Noller Advisors, L1L.C

b, puty Comrmssmner Financial
and Market Regulation
Commonwealth of Massachusetts
Division of Insurance ‘
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