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RAYMOND K. CONOVER, of full age, hereby certifies and
says:

1. I am the Assistant Commissioner in the Office of
Solvency Regulation for the New Jersey Department of Banking and
Insurance (the “Depaftment”). My responsibilities include
monitoring and overseeing the financial condition of all insurance
entities transacting business in New Jersey. I make this

certification to explain the business of Consumer First Insurance




Company (“Consumer First”), and the'financial reasons that support
placing Consumer First into rehabilitation.

2. Consumer First 1is a New Jersey domiciled
property/casualty insurer licensed to transact insurance business
in New Jergey since January 2, 2002. Consumer First writes only
private passengerx automobile insurance coverage, and only in New
Jersey. Consumer First’s book of business is comprised of policies
written throuéh producers.

3. Consumer First had approximately 6,825 in-force
policies and approximately 1,220 open claims as of Novembef 30,
2008. |

4. Starting in 2003, Consumer First failed to respond
to numerous requests for information from the Department, raising
the concern that the continued unsupervised operation of Consumer
First would be hazardous to the policyholders, creditors and/or
public. |

5. pursuant to Department of Banking and Insurance
order No. A04-123, Consumer First has been under consensual
administrative supervision since April 27, 2004. Order No. A04-123
also prohibited Consumer First from writing any further policies.
A true and complete copy of Order No. A04-123 is attached hereto as
Exhibit A.

6. pursuant to Department of Banking and Insurance

Order No. A04-146 (October 1, 2004), amending Order A04-123,




Consumer First was permitted to resume writing policies. A true
and complete copy of Order No. A04-146 1is attached hereto as
Exhibit B.

7. gince then, the financial condition of Consumer
First haslcontinued to deteriorate. Consumer First 1is operating in
a hazardous financial condition as demonstrated by the following:

a. Consumer First reported capital and surplus of
$2,188,909 as of November 30, 2008, which
number is $111,091 below the minimum capital
and surplus of $2.3 million as required by
N.J.S.A. 17:17-1b, -1le, and -6;

b. Congumer First’s Gross Premiums Written to
Policyholders’ Surplus ratio is 5.94 to 1 as
of November 30, 2008, which is above the ratio
of 5.0 to 1 required by Confidential Oxrder
no4-146, Y 4;

c. Consumer First’'s Net Premiumg Written to
pPolicyholders’ Surplus ratio is 2.99 to 1 as
of November 30, 2008, which is above the ratio
of 2.5 to 1 regquired by Confidential Order
AQ4-146, ﬂ 4,

d. Consumer First failed four (4) Insurance
Regulatory Information System (“IRIS") tests,
established by the National Association of
Insurance Commissioners (*NAIC”), as of
December 31, 2007 (See N.J.A.C. 11:2-
27.3{a)2), namely:

(a) Surplus Aid to Policyholders’ Surplus
result was 15%. (An unusual value is 15%
or greater. The existence of significant
amounts of surplus aid (usually through
reinsurance treaties) usually indicates
that Policyholderxrs'’ Surplus is
inadequate.};

(b) Two Year Overall Operating result was
130%. (An unusual value is 100% or
greater. The two-year overall operating




ratio is a measure of the profitability
of an insurer. A ratio above 100%
indicates an operating loss.);

(c) Net Change in Adjusted Policvholders’

Surplus result was a negative 47%. (An
unusual value is less than 10%. This

ratio mweasures the improvement oY
deterioration in the insurer’s financial
condition during the vyear based on
operation results.); and

(d) ©Liabilities to Liquid Assets result was
196%. (An unusual value is 105% or
greater.) This ratio is a measure of the
insurer’s ability to meet its financial
demands, such as claim payments, payroll
and benefits, utility payments and loan
payments See also N.J.A.C. 1i:2-
27.3{a)15;

- consumer First reported a Net Operating LoOsS
as of September 30, 2008 (the last filed
quarterly financial statement) greater than
50% of Policyholders'’ gurplus in excess of the
minimum capital and surplus requirement. AS
of September 30, 2008, Consumer First's
minimum capital and surplus was $2.3 million.
Consumer First reported a capital and surplus
of $2,530,935, which is $230,935 above Or in
excess of the minimum capital and surplus
requirement. Fifty percent of $230,935 1is
$115,468. Consumey First reported a Net
Operating Loss of negative $789,439, which is
greater than 50% of Policyholders’ Surplus in
excess of the minimum capital and surplus
requirement. (See N.J.A.C. 11:2-27.3(a)6);

Consumer First's liquidity ratio as of
September 30, 2008 was 340.8%. (An unusual
value is 105% or greater). Consumer First’'s
liquidity = ratio has exceeded the 105%
benchmark since June 30, 2006. dee N.J.A.C.
11:2-27.3{a) 2 and -27.3{(a)15); and

Consumer First’s Risk Based Capital (“RBC")
ratio as of December -31, 2007 was 2.247 and
its combined ratio was 150.1%. These numbers




resulted in a RBC Company Action Level Event
pursuant to N.J.A.C. 11:2-39 based on the
trend test since the RBC was between 2.0 and
3.0 and the combined ratio was greater than
120%. This results in a finding of fact or
circumstance that indicates that Consumer

First is in a hazardous financial condition.
{(See N.J.A.C. 11:2-27.3(a)29).

8. Congumer First has been attempting, without success,
to secure a commitment on obtaining additional capital for surplus.
Tn a letter dated January 3, 2009, Consumer First asked the
Department to extend a deadline for obtaining the capital until
January 23, 2009. Consumer First stated that if it was unable to
find.the financing by that time, it would consent to being placed
into voluntary rehabilitation. A true copy of Consumer First’s
letter is attached hereto as Exhibit C.

9. Consumer First has been unable to obtain the
requisite capital. pursuant to Department of Banking and Insurance
Order No. A09-101, the Commissioner has ordered Consumer First to
to cease writing any new and renewal business on or after 5 p.m..
January 23, 2009. A true and complete copy of order No. A09-101 is
attéched hereto as Exhibit D.

10. It is essential that policyholder services and
claims administration continue without interruption. In addition,
it is essential that Consumer First’s main assets be preserved
against waste during the interim period between the filing of the
application for rehabilitation and the entry of the rehabilitation

order.




11. Accordingly, the Commissioner has determined that

Consumer First must be placed in voluntary rehabilitation.
I certify that the foregoing statements made by me are
true. I am aware that if any of the foregoing statements made by me

are willfully false, I am subject to punishment.

—~ _# Raymond K. Conover
Assistant Commissioner

Dated: February , 2009




EXHIBIT A




CUNF‘BEN“AL | Confidential Order No. AQ4-1 23 -

STATE OF NEW JERSEY
DEPARTMENT OF BANKING AND INSURANCE
DIVISION OF INSURANCE

IN THE MATI'ER OF CONSUMER ) ADMINISTRATIVE DECISION AND
FIRST INSURANCE COMPANY } CONFIDENTIAL ORDER

. THIS :matter being opened by the Commissioner of Banking and Insurance
("CommiSsioner”) of the New Jersey Department of Banking and Insurance, Division of
Insur‘ance (';bepartment") pursuant to the authorfty contained in NJ.SA. 17:17-15,
N.LSA, 17:23-1 et seq., N.JS.A, 17:23-20 gt seq., and N.J.S.A. 17:51A-1 gt sag. and
all powers expressed or impliéd"therein; and |

IT APPEARING that Consumu;r First Insurance Company {“Consumer First” or
the ‘_‘Compal_ny") is a New Jersey domiciled property and casualty insurer licensed to
- transact insurance husiness In New Jersey since January 2, 2002, with its statutory
address at 1144 Clifton Avenue, Cllfton New Jersey; and

iT FURTHER APPEARING that, ‘as of December 31, 2003, Consumer First had
9,944 private passenger automobile insurance policies in-force in New Jersey; and

IT FURTHER APPEARING that N.J.S.A, 17:51A-1 et seq., the Administrative
Supervision Act (the "Act"), sets forth fhe authority of the Commissioner to subject all

domestic insurers to administrative supervision; and .




(T FURTHER APPEARING that the Act applies to Consumer First since ihe
Company is a New Jersey domiciled domestic insurer authorized to transact the
business of msurance in New Jersey pursuant to Title 17 of the Revised Statutes; and

_IT FURfTHER APPEARING that pursuant to NJ.SA. 17 51A-3a(3), an insurer
may be subje&;t to administrative supervision by the Commissioner if the insurer has
failed to comply with the applicable provisions of the insuranée stalutes, and any
administrative rules promulgated thereunder; and -

1T FUﬁTHER APPEARING that Consumer First has been unrasponsive and
" untimely in res'pondjng to requests for information by the Department concerning towing
and labor chafges and in complying with Department Subpoena No. 04-15 as set forth
below in more detail:

(1) On December 2, 2003, the Departrﬁent caontacted the Company and
requested that certain information conceming towing and labor charges
" being charged by the Company to its Insureds during 2003 be provided to

the Department by December 17, 2003
(2} On December 17, 2003, the Company contacted the Department and
asked for an extension until December 23, 2003 to provide the requested

information to the Depariment;

“{3)  On January 5, 2004, the Department sent a follow up e-mail to the
Company indicating that the Department had not received the requested
information conceming towing and tabor charges that the Cormnpany

‘agreed to provide the Department by December 23, 2003;




)

(6)

)

(8)

)

On January 6, 2004, the Company responded that it was having difficulty
c:;btaining the requestéd information from its vendor, Computer Sciences
Corporation ("CSC"). The Company stated it would have the requested
information to the Department by the moming of January 7,2004;

On January 13, 2004, the Department again contacted the Company by
é—maii indicating that the requested information had not been received by
':the Department and expressing disappointment with the performance of

the Company;

On January 21, 2004, the Company responded by e-mail that it would

provide the requested information to 'the Department by the following
week;
On January 29, 5004, the Department agaln contacted the Company by

e-mail indicating that the requested information stili had not been received

by the Department;

On January 30, 2004, the Company responded that CSC would credit

;each existing or renewed policy for the improper towing and labor charge
and the Company would issue a check fo the insured for any policy that

. Was canceled. The Company further stated that the requested information

would be ready on February 4, 2004. To date, the Department has not

received the requested information;

Pursuant to Department Subpoena No. 04-15 dated February 13, 2004,

‘_the Company was directed to produce the requested information on

February 24, 2004 at'11:00 a.m. at the Department;




(10)

)

(12)

'On February 23, 2004, ¢ the Company requested a postponement unti the

following week 1o produce the requested information. ‘The Department

postponed the production of docurments to March 8, 2004;

On March 8, 2004, the Company again requested another postponement.

‘On March 12, 2004, the Department granted a postponement until March
26, 2004;

-On March 20, 2(04, the Company.did not appear at the Department nor

© did it contact the Depariment,

(13

To date, the company has not complied with the said subpoena; and

IT FURTHER APPEARING that Consumer First has been unresponsive and

untimely in responding ta requests for information by the Depariment concerning a

fimited scope exammation as set forth below in more detail:

N

(2)

@)

.On January 15, 2004, guestionnaires seeking information for a .!imited

scope examma’non were sent to the Company py the Department.

Responses to those questionnaires were due from the company by on of

ahout January 29, 2004,

On January 29, 2004, the Company requested and the Depantment
“agreed to an extension of three weeks to complete the questionnaires for

the limited scope examination;

On March 2, 2004, the Departmerit followed up its request for information

. from the Company by e-mail and telephone call. No response was

received from Company, and




{4) On March 9, 2004, the Department again followed up its request' for
information from the Company. Again, no response was received from the
Company.

.{5) Todate, the company has made no response 10 the said requests; and

; T FURTHER APPEARING that Consurner First has been unresponsive and

untlmely in respondlng to requests for information by the Department concerning
changes in 1ts reinsurance agreement as set forth below in more detail:

(1) On July 22, 2003, the Department sent an e-mall to the Company
requesting certain changes in its 80 percent Quota Share reinsurance
agreement with Swiss Re. The basis for those requests was the
Department’s determination that the agreement in its present form did not
provnde adequate assurance of ongomg reinsurance coverage and,
_consequently, subjected the company 's policyholders to an unacceptable
level of risk; and | _

(2) :_ On August 29, 2003, a follow up e-mail was sent 10 the Company by the
:Department
(3) .On January 9, 2004, another follow up e-rnail and telephone call were
made to the Company by tHe Department,
(4} On January 21, 2004, the Company indicated that a response concerning
the reinsurance agreement with Swiss Re would be ready the following
._ week. No response from the Company was received the following week;

and




-' (5) On Febmary 27, 2004, the Department sent another follow up e-mail to
the Company. 10 date, ho response conceming the Swiss Re
=. -reinéurénce agreement has been received by the Department.

T FURTHER APPEARING that Consumer First has been unresponsive and
untin;ely in responding to requests for information by the Department concerning
inquiries about the Company's 2003 second quarter financial statements submitied to
the D_épadment as set forth below in more detail:

(1) On October 29, 2003, the Deparfrnent sent.a [etter to the Company with

.inquiries concerning information contained in the Company’s 2003 second
‘quarter financial statements submitted to the Department. The.Company
had 15 days to respond to this inquiry. No resp-cmse from the Company
‘was received within the 15 day period;'
(@) ‘On.December 34, 2003, a follow up e-mail was sent to the Company by
‘the Department; and
- (3) ‘On February 9, 2004, the Department made a telephone call and sent a
",foﬂow up e-mail to the Company. Tha.Company submitted a compiete
response, including attachments, on February 10, 2004; and
IT FURTHER APPEAR!NG that* the Informéticvn that the Department has
reviewed with respect to the operations of the Company indicates that in 2003 it wrote a
significantly ﬁigher volume of business than it had projected it would write and that its
liquidity ratio is sufficiently high soas to warrant closer scrutiny of the Company's key

financial data, and




iT FURTHER APPEARING that, as set forth in detail a:szove. Consui‘ner First has
failed fo respcnd to several Department inquiries and requests in a thorough and timely
manner, in viollat'l‘on o WLSA 17:23-1 gt seq. and NJS.A, 17:23-20 et seq.; and

IT FURTHER A?PEARlNG that the Company's said failures to respond fo the
Departrnents requests and demands for information raise the cancern that the
continlued unsupew:sed operation of Consumer First would be hazardous to ifs
poﬁcyiwolders, beneficiaries, creditors and/or the public, and that the most effective
means to protect its po!icyholderé,_beneﬁciaries and the public is 10 appoint an
Administrative Supervisor to oversee the pperations of Consumer First, and

IT FURTHER APPEARING that, for the reasons set forth above, the
Cornmissioner is, puréuant to N.J.S.A. 17:51A-1 et seq., placing Consumer First under
confidential adminis_trative supervision; and ‘

IT FURTHER APPEARING that the Act sets forth the authority of the
Comsissioner regarding domastic insurers to provide appropriate regulatory oversight,
consistent with her responsibilities as regulator, in order to protect the interests of
Consumer First, its policyholders, peneficiaries, creditors and/or the public; and

iT FURTHER APPEARING that it is appropriate and consistent with the Act to

set forth In additionat detall the framework for the regutatdry aversight of Consumer First

by th:e Department,
 THEREFORE, [T IS on this 27" gayof A’,Pf oo
ORDERED that: '
5. . Effective this date, Consumer First shall be placed under Administrative

_ Supervision pursuant to N.JSA ;17:515\-1 et seq.




Effecti\fe immediately, Consumer Eirst shall cease wiiting new business on any
__ unbound application dated subsequent to the date of this order.

:_Consurfner First shall immediately hotify ail of its agents that they are to cease
i soliciting for new business for Consumer First and cease accepting applications
- for new business dated subsequent to the date of this order.

~ Consumer First shall provide thorough responses fo the Department’s previous
. requests and demands within 15 dayé of the date of this orderin accordance with
 NJSA, 17:23-1 ot sed.
pursuant to NJ.S.A. 17:51A-5, the Commissioner shall appeint an
" Administrative Supervisor. The Administrative Supervisor so appointed shall be
, compe;nsated by Consumer First, as determined and approved DY the
‘ Commjssionfar. The Administrative Supewiso'r shafl, among other things, oversee
the operations of Consumer First, perform audits of the Cbmpany‘s respective
. pperations, ensure compliance with the terms of this Order and perform such
other acts as the Commissioner deems necessary to protect the interests of
Consumer First, its policyho!'ders, beneficiarles, creditors and/or the public. The
appointment of an Administrative Supervi.sor shall not preclude the
Commissioner from performing examinations in atcordance with the provisions
of NJ.SA. 17:23-20 et seq.
All documents and records in the possession of Consumer First, its agents
andfoi representatives shall not be moved, removed, transferred, modified,
. amended, disposed of, or altered without the prioi’ approval of the Commissioner,

: except that docurdents and records may continue to be .sent' to archives andlor




'may be modified in @ manner consistent with Consumer First's usual and
customary business practices, and with all applicable laws and rules.

" Consumer Firsf shall provide to the Commissioner Of her representatives access
. on demand without notice to any and all materials, records, documents or
informétion of the Company and shall fully and completely cooperate with all
requests of the Commissioner or her representatives for such materials, records,
documents of information, including meeting any reasonable timeframes
established by the Commissioner of her representatives for the provision of any
. requested raterials, records, documents or information. For the purposes of this
Order, materials, records, documents or information shall include, but not be
- Iimited to, those recorded of stored in paper or slectronic form.
Consumer First shall, within ten (10) days fro‘m the date of this Ordef, provide the
- Commissioner OF her representatives with the location and description of, and
| access to, all assets of any kind held by, or ob behalf of, Consumer First.” For the
purpoées of this Order, assets shall include those items owned or leased.

\ny accordance with the provisions of N.J.S.A, 17:51 A-5, Consumér First shall not,
withgut the prior approval of the Commissioner of her representatives:

a. . Dispose of, convey or othérwise encumber of pledge any of its assets,
including its stock, or its business in force;

b.  Withdraw funds.or securities from any of its banking and/or other financial
_accounts, except in the ordinary course of business and in accordance
- with this Order (i.e. payment of claims, payroll, rent and other such normal

- operating eXpenses);

c. . Lendoruseas collateral of otherwise encumber of pledge any of its funds
. andfor assets; _




10.

11.

12

d. Invest any of its funds other than in accordance with investment guidelines
approved by the Company's Board of Directors, which Investment
guidelines shali first have been submitted to the Department for review,

e.  Transferanyof its property;

f. Bofrow funds, incur any new debt, obligation or other such liability or enter

into any new contract of renew existing contracts or obligations

‘g Commit to any contingent cbligations, including, but not limited to,

guarantees, corporate guarantees or off-balance sheet transactions,

h, - Perform any intercompany transaction between Consumer First and its

affiliated companies that is inconsistent with or outside the scope of any
intercompany agreements not disapproved by the Department;

1. Pay cla'irhs on behalf of insiders. For purposes of this paragraph, the term
insiders shall inciude, but not be limited to, claimants of Consumer First
who are also amployees, officers, directors oOrf Board members of

Consumer First;
i Merge or consolidate with another company,
-k Enterinto any new reinsurance contract or treaty;

\ Make any change in senior managemert or supenvisory staffing positions;
-gnd

m. Increase salaries or benefits of officers, directors, OF employees, of pay

bonuses, stockholder dividends or make other payments, except normal
:merit Increases for. employees in accordance with the Company's
‘established guldelines. '

' Consumer First shall provide & coby of this Orderto all directors and officers of

" the Company within 24 hours of its receipt of this Order.

Consumer First shall immediately comply with alt terms of this Order unless

otherwise specified.
This Order and any proceedings related to it are confidential untess the

Commissioner determines that it is in the best interest of the public, Consumer

-40-




First, its policyholders, beneficiaries 'at:tdfor creditors 1o open these proceedings.
Nothing in this paragraph shall prohibit the sharing of confidential information as
provtded by N.JL.S.A. JS.A 17:51A4.

i3, Ifany prowsnon of this Order or the application thereof is for any reason held to
ba invalid, the remainder of this Order and the application thereof to other
persons or circumstances shall not pe affected thereby.

14. The Comrmsssoner may, from time to time, modify this Order, upon “written
notifi c:ahon to Consumer First, to address matters necessary for the benefit of
Consurnet First, its policyholders, beneficiaries, créditors andfor the public.
Nothing in this Order shall prevent the Commissioner from taking any actlon
deemed necessary by the Commissioner with respect to Consumer First
;pursuant to _F-‘aragraph 15 of this Order, c;r with respect to ény affiiate of
Consumer First as to matters over which the Commissioner has regulatory
jurisdiction.

45, The Commissioner reserves the right to, at any time subsequent to the date of
this Order, issue additional Orders and make applicat[ons for additional and
diﬁereqt relief related to this Order or the Cpmpany if the Commmissioner
' determines that any such Order or telief is necessaty in accordance with Title 17
of the Revised Statutes, including, but not fimited to, the imposition of fines for

failing {o comply with the terms of any subpoena issued by the Department.

if the Company objects to the actions ordered to be taken as set forth herein,

Consumer First may request a hearing before the Department within 10 days from the

-11-




date of receipt of this order. The request for hearing shall be in writing and shall

include:
a. The name, address and daytime telephone number of a contact persan
familiar with this matter;
b. A copy of this Order;
c A statement requesting a hearing; and
:_ d. A concise statemant describing the basis upon which the Company

betaeves that any matenal factual assertion contained herein is erroneous.

Within 30 days of my receipt of & properly completed request for a hearing, ! shalt

determine whetherthrs matter constitutes a contested case, pursuant to the

Administrative Procedure Act, N.J.S.A. 52: 14B-1 gt seq. Ifl find that there are no

genuine issues of matenat fact in dispute and that this matter may be decided on the

documents filed, ! shall notify Consurner First in writing as to the final disposition of this

matter. Il ﬁhd that this matter constitﬁtes a contested case, | may transmit this matter
. to the Office éf Administrative Law for a hearing consistent with the Uniform '

Admiristrative Procedures Rules, N.LAC. 1:1, et seq.

WM“{,&W

Holly C. Bakke Commissioner

lNOORD\Cansurr:\er First - Adm Sup {Draft 4-12-04).doc

.12 -




EXHIBIT B




Conﬁdentnal Order \Io AD4-146
STATE OF NEW JERSEY
DEPARTMENT OF BANKING AND INSURANCE

IN THE MATTER OF CONSUMER)
FIRST INSURANCE COMPANY ) AMENDED CONFIDENTIAL ORDER

This?matter hds been opened by the Commissioner of Banking and [nsurance
{“Comm:ssmner") pursuant to the authority set forth in N.J.S.A. 17:17-15, 17:23-1 et geq.,
I7: 23-20 ets _g;, and 17:51A-1 et sea., and all powers expressed or smpllcd therein; and

it AI’PEAR]NG that Consumer First Insurance Company (“Consumer First” or the

“Coimpany”}" is a New Jersey domiciled property/casualty insurer authorized to transact business

in New Jersey since January 2, 2002: and

[T FURTHER APPEARING that NJS.A. 17:51A-1 gt seq, sels forth the authority of the

Oor'gamissioner to subject a domestic insurer to administrative supervision; and
IT FURTHER APPEARING that in accordance with Confidential Order No. A04-123,
the bommissioner ordered that Consumer First shall be placed under administrative supervision

as of April 27, 2004 pursuant to N.J.S.A. 17 :51A-1 et seq., and

IT FURTHER APPEARING that. among other things, the Commissioner ordered in said

Conﬁdentlal Order that, ffective immadiately, Consumer F irst.shall cease writing new business
on any un‘oound application dated suba;quent to the date of the Order; and

IT FURTHER APPEARING that the Company has advised the Department of Banking
and;Insurancé (“'Dcpartment“‘) that it has or will take steps to help enhance its financial solvency

to enable ité to tesume writing new business and, to the extent those steps arc taken, the

e




b2

Con';missionér has determined that the Company may resume writing new business,- subject to
certs:ain conditions; and _

IT FGRTHER APPEARING that part of the Company’s plan is to terminate certain
agents in order to control the amount of business it receives; and

IT FU‘RTHER APPEARING that the Department has reviewed the plan for reduction in
agef;cy force, and has found the plan to be a reasonable and satisfactory means to help erhance
the :ﬁnancial'?solvency of the Company so as to enable it to resume writing new business, and has
found that th:e plan does noi: violate the provisions of N.J.S.A. 17 :33B-18b.

THEI.KEFORE it is on this 1st day of October, 2004

ORDERED that C‘onﬁdential- Order No. A04-123 is hereby amended to permit Consumer
First to Wﬁtf;_ new business in accordance with the requirements of applicable law, subject to the
following conditions:

L CFl Holdinés Company LLC, the parent company of Consumer First,

shal} contrib;.lte $1,250,000.00 to Consumer First, in the form of cash or its equivalent, within 10
days of the ciate of this Order.

2. Subject to the Department’s receipt of evidence of the contribution set
forti'l in paragraph 1, and to its receipt of the projections set forth in paragraph 3 and the business
plan set forth in paragraph 5 and to those submissions being deemed satisfactory by the
Department,'and to the Company’s continued compliance with all other conditions set forth
herein, Cons:pmcr First shall be permitted to begin writing new business.

- 3. Consumer First shall submit financial projections to the Department for

2004.




‘ 4 " Consumer First shall maintain 2 net premium to surplus as regards
policyholderé (“surpius™) ratio of 2.5 to one; a gross premium to surplus ratio of 5.0 toone: and a
toss and foss adjustment eXpense reserves to surplus ratio of 4.0 to one.

5. Consumer First shall provide the Department with a detailed business plan
for QOOS and 2006, including, but not Yimited to, 2 narrative, balance sheet, income statc'mcm,
leverage ratios, and risk based capital information.

6. Consumer First shall submit by April 1, 2005 updated projections for 2005
and 2006 baéed upon actual results for 2004.

- 7. Consumer First shail commit to infusing additional capital by April 15,
2005 if it is idetermined by the Comfnissioner that such additional capital is needed based upon
the projections submitted pursuant to paragraph 6 above, which infusion shail be in addition to
the capital pl"ovidc& pursuant to paragraph 1 above.

l 8. Commencing with the month in which this Order is issued, Consumer
First shall submit monthly financial statements {0 the Office of Solvc‘;ncy Regulation of the
' Department within 45 days of the close of the month, which stalements shall include, but not be
limited to, statutory balance sheet, income statement, statement of cash flows, and number of
CXpOSures.

9. Confidential Order No. A04-123 shall remain in effect, except to the
extent the tc%rms thereof are inconsistent with the terms, provisions ;emd requirements set forth
hcr(::in.

10.  This Order and the procecdings related thereto are confidential unless the
(‘orﬁmission_cr determines that it is in the best interest of the public, Consumer First, its

poli_cyholdefs. heneficiaries or creditors to make such proceedings and Order public. Nothing in




this paragraph shall prohibit the sharing of confidential information as provided by NJS.A.
17:51A-4.

11, | If the Company objects to the actions to be taken as set forth herein, Consumer
Firs:l may .re:quest a hearing before the Department within 10 days of its receipt of this Order.
The:;requ&cl for a hearing shall be in writing and shall include: |

a. The name, ad&ress and daytime telephone number of a contact person
familiar with this matter;

b. A copy of this Order;

: c. A statement requesting a hearing; and

| d. A concise statement describing the basis upon which the Company
believes that any material factual assertion contained herein is erroneous.,

Within 30 days of the receipt of a properly completed request for a hearing, the
Commissioner shall determine whether this matter constitutes a contested case, pursuant o the
Administrati?_vc Procedure Act, N.J S.A. 52:14B-1 et seq. If the Commissioner ﬁnds that the
matter does ;not constitute a contested case, the Commissioner shall notify Consumer First in
writing as 1o the final disposition of this matter. If the Commissioner finds that this matter
constilutes a contested case, the Commissioner may transmit this matter to the Office of
Adrhinistratiyc Law for a hearing consistent wifh the Uﬁiform Administrative Procedure Rules,

NJAC L0

,\J ﬁfﬂ 51‘4 i /’w’l’\_ {< f.i,i -
Holly C. Bakke,
Commissioner

1C04-12/INOORD




EXHIBIT C




CONSUMER
EIRSIT 1

INSURANCE COMPANY
"NJ Auto Experts”

January 5, 2009

Mr. Raymond Conover

Assistant Comumissioner

New Jersey Department of Banking and Insurance
20 West State Street

Trenton, NJ 08625-0323

Dear Mr. Conover:

Consumer First Insurance Company is in the process of obtaining additional Capital for
Surplus. We are currently working with First United Bank to reach an agreement on
restructuring or obtaining a settlement on the outstanding debt of CFI Holding LLC.In
addition, there are investor groups that are finalizing their due diligence and moving
towards preparing final term sheets. Consumer First Insurance Company expects to have
a final agreement in place by the end of January 2009 if not sooner. At this time, CFIC
requests an exténsion until January 23, 2009 to obtain a firm commitment on obtaining
additional capital for surplus. If Consumer First Insurance Company is unable to obtain a
firm commitment to reaching a deal by January 23, 2009, then CFIC would agree to be
placed into voluntary Rehabilitation. Please keep in mind that finalizing paperwork and
agreements may extend beyond January 23, 2009. Thark you for your consideration in
this matter.

Also, in regard to the NJ PIP fee schedule that is scheduled for a hearing on January 26,
2009, our claims TPA, First MCO has done an analysis on the impact of a fee schedule

for CFIC. In their opinion, the implementation of a fee schedule will have a substantial

positive impact on reserves and therefore on positive effect on surplus.

Sincerely,
l/

Timothy Seilinger

President

Consumer First Insurance Company
973-745-0462

1144 Clifton Avenue ¢ Clifton, New Jersey 07013 ¢ Tel: 973-470-9843 « Fax: 973-470-9317

. AMail- mbanner@cennsumerficstins.com * www.consumerfirstins.com




EXHIBIT D



Confidential Order No. A09-101

STATE OF NEW JERSEY
DEPARTMENT OF BANKING AND INSURANCE

IN THE MATTER OF CONSUMER ) CONFIDENTIAL ORDER
FIRST INSURANCE COMPANY )

This matter is opened by the Commissioner of Banking and Insurance (“Commissione;")
of the New lersey Department of Banking and Insurance (“Department™) pursuant to the
autho.rity contained in N.J.S.A. 17:17-15, 17:23-1 et seq. 17:23-20 et seq.. and 17:51A-1 ¢t seq.,
and all powers expressed or implied therein; and

IT APPEARING that Consumer First Insurance Company (“Consumer First” or the
“Company”) is a New lJersey domiciled stock property and casualty insurance company
authorized to transact business in New Jersey since January 2, 2002 with its statutory address at
I 144 Clifion Avenue, Clifton, New Jersey; and

IT FURTHER APPEARING that Consumer First only writes private passenger
automobile insurance coverage in New Jersey which coverage is written through producers: and -

T FURTHER APPEARING that NJ.S.A. 17:5IA-l et seq.. the Administrative

Supervision Act (the “Act™, sets forth the authority of the Commissioner to subject all domestic
" insurers to administrative supervision; and

IT FURTHER APPEARING that, pursuant to Confidential Order No. A04-123, the
Commissioner placed Consumer First under administrative supervision under the Act as of April
27. 2004: and as a part thereof, Consumer First was prohibited from writing any new or renewal

business: and




IT FURTHER APPEA_RING that Confidential Order No. A04-146, issued October 1,

2004, amended Order No. A04-123 to permit Consumer First to write new business in

accordance with the requirements of applicable law, subject to various conditions set forth in

Order No. A04-146, with the provisions of Confidential Order No. A04-123 remaining in effect

to the extent such provisions are not inconsistent with Order No. A04-146; and

IT FURTHER APPEARING that Consumer First continues to operate in a hazardous

financial condition as demonstrated by the following:

1.

The Company reported capital and surplus of $2,188,909 as of November 30,

2008, which number is $111,091 below the mimmum capital and surplus of $2.3

million as required by N.I.S.A. 17:17-1band ¢;

The Company's Gross Premiums Written to Policyholders’ Surplus ratio is 5.94

to 1 as of November 30, 2008, which is above the ratio of 5.0 to 1 required by

Confidential Order A04-146;

The Company’s Net Premiums Written to Policyholders’ Surplus ratio is 2.99 to |

as of November 30, 2008, which is above the ratio of 2.5 to 1 required by

Confidential Order A04-146;

The Company failed four (4) Insurance Regulatory Information System (“IRIS")

tests as of December 31, 2007 (See N.LLA.C. 11:2-27.3(2)2). namely:

a. Surplus Aid to Policyholders’ Surplus result was 15%. (An unusual value
is 15% or greater. The existence of significant amounts of surplus aid
(usually through reinsurance treaties) usually indicates that Policyholders

Surplus is inadequate.);




b. Two Year Overall Operating result was 130%. (An unusual value is 100%
or greater. The two-year overal] operating ratio is a measure of the
profitability of an insurer. A ratio above 100% indicates an operating
loss.);

c. Net Change in Adjusted Policyholders’ Surplus result was a negative 47%.
(An unusual value is less than 10%. This ratio measures the improvement
or deterioration in the insurer’s financial condition during the year based
on operation results.); and

d. Liabilities to Liquid Assets result was 196%. (An unusual value is 105%
or greater.) This ratio is a measure of the insurer’s ability to meet its
financial demands, such as claim payments, payroll and benefits, utility
payments and loan payments.;

The Company reported a Net Operating Loss as of September 30, 2008 (the last

filed quarterly financial statement) greater than 50% of Policyholders’ Surpius in

excess of the minimum capital and surplus requirement. As of September 30,

2008, the Company’s minimum capital and surplus was $2.3 million. The

Company reported a capital and surplus of $2,530,935, which is $230.935 above

or in excess of the minimum capital and surplus requirement. Fifty percent of

$230,935 is $115.468. Tbc Company reported a Net Operating Loss of negalive
$789.439, which is greater than 50% of Policyholders’ Surplus in excess of the

minimum capital and surplus requirement. (See N.J.AC. | 1:2-27.3(a)6);




6. The -Company’s liquidity ratio as of September 30, 2008 was 340.8%. (An
‘unusual value is 105% or greater). The Company’s liquidity ratio has exceeded
[hé 105% benchmark since June 30, 2006. See NJ.A.C. 11:2-27.3(a)15): and
7. The Company’s Risk Based Capital (“RBC") ratio as of December 31, 2007 was
2947 and its combined ratio was 150.1%. These numbers resulted in a RBC
Company Action Level Event pursuant to N.J.AC. | 1:2-39 based on the trend test-
since the RBC was between 2.0 and 3.0 and the combined ratio was greater than
120%. Tﬁis results in a finding of fact or circumstance that indicates that
Consurner First is in a hazardous financial condition. (See N.J.A.C. Pt:2-
27.3(a)29); and
IT FURTHERING APPEARING that based upon such determination and in accordanu.a
with the supervisory authority over Consumer First retained and provided for in Confidential
Order Nos. A04-123 and A04-146, on January 23, 2009, the Department notified Consumer First
that it shall: cease writing new business immediately; instruct its agents not 1o submit any policy
not completed by 5 p.m., January 23, 2009; and cease sending renewal notices for existing
policies as of the close of business, January 23, 2009; and
[T FURTHER APPEARING that the Department believes that it is appropriate
memorialize by Order the directives previously issued to Consumer First.
THEREFORE, IT IS on thisBE-E‘day of / b 2009
ORDERED that:
1 Consumer First has been and is directe& lo cease writing any new and
renewal business on or after 5 p.m., January 23, 2009. Consumer First shall, within 24 hours of

receipt of this Order, if it has not already done so, notify all of its producers that Consumer First




(%]

may no longer accept new business applications or issue new policies as of 5 p.m. on Friday,
January 23, 2009. Consumer First may process those new business applications signed and dated
on or before 5 p.m. on January 23, 2009. Consumer First has been and is directed that it shall
take all necessary steps to stop the issuance of renewal notices to policyholders as of 5 p.m. on
January 23, 2009.  Consumer First shall immediately notify its policyholders who are due to
renew their policies in the next three months and to whom it has not issued renewal notices that it
is no longer renewing business. Consumer First shall take all necessary steps to continue (o
notify its policyholders that it is no longer renewing business until authorized in writing by the
Department.

2. The provisions of Confidentia] Order Nos. A04-123 and A04-146 shall remain in
effect, except to the extent the terms thereof are inconsistent with the terms, provisions and
requirements set forth herein.

3. Consumer First shall provide a copy of this Order to all directors and officers of
the Company within 24 hours of its receipt of this Order.

4. This Order and the proceedings related thereto are confidential unless the
Commissioner determines that it is in the best interest of the public, Consumer First, its
policyholders, beneficiaries or creditors to make such proceedings and Order public. Nothing in
this paragraph shall prohibit the sharing of confidential information as provided by N.I.S.A.
17:51A-4,

5. If the Company objects to the actions ordered to be taken as set forth herein,
Consumer First may request a hearing before the Department within 10 days from the date of its

receipt of this Order. The request for hearing shall be in writing and shall include:



a. The name, address and daytime telephone number of a contact
person familiar with this matter;

b. A copy of this Order,

c. A statement requesting a hearing; and

d. A concise statement describing the basis for which the Company believes

{hat any material factual representation contained herein is erroneous.

Within 30 days of the receipt of a properly completed request for a hearing, the
Commissioner shall determine whether this matier constitﬁtes a contested case, pursuant to the
Administrative Procedure Act, N.J.S.A, 52:14B-1 et seq. If the Commissioner finds that the
matter does not constitute a contested case, the Commissioner shall notify Consumer First in
writing as to the final disposition of this matter. If the Commissioner finds that this matter
constitutes a contested case, the Commissioner may transmit this matter to the Office of
Administrative Law for a hearing consistent with the Uniform Administrative Procedures Rules,

NJAC 11,

%Ven M. Goldman
Commissioner

jc09-01/inoord



