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DEPARTMENT OF SfIRANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

P.O. Box 690, Jefferson City, Mo. 65102-0690

RE: Examination Report of National General Assurance Company
ORDER

After full consideration and review of the report of the financial examination of National General
Assurance Company for the period ended December 31, 2009, together with any written
submissions or rebuttals and any relevant portions of the examiner’s workpapers, I, John M.
Huff. Director, Missouri Department of Insurance, Financial Institutions and Professional
Registration pursuant to section 374.205.3(3)(a), RSMo., adopt such examination report. After
my consideration and review of such report, workpapers, and written submissions or rebuttals, I
hereby incorporate by reference and deem the following parts of such report to be my findings
and conclusions to accompany this order pursuant to section 374.205.3(4), RSMo: summary of
significant findings, subsequent events, company history, corporate records, management and
control, fidelity bond and other insurance, pension, stock ownership and insurance plans,
territory and plan of operations; treatment of policyholders, growth of the company, loss
experience, reinsurance, accounts and records, statutory deposits. financial statements, and
comments on financial statement items.

Based on such findings and conclusions, I hereby ORDER, that the report of the Financial
Examination of National General Assurance Company as of December 31, 2009, be and is
hereby ADOPTED as filed and for National General Assurance Company to take the following
action or actions, which I consider necessary to cure any violation of law, regulation or prior
order of the Director revealed by such report: (1) implement, and verify compliance with each
item, if any, mentioned in the Comments on Financial Statement Items and/or Summary of
Recommendations section of such report; (2) account for its financial condition and affairs in a
manner consistent with the Director’s findings and conclusions.

So ordered, signed and official seal affixed this 15th day of June, 2011.

John M. Huff, Director
Department of Insurance, Financial Institutions
and Professional Registration
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April 13, 2011
St. Louis, MO

Honorable Alfred W. Gross, Commissioner

Bureau of Insurance

Virginia State Corporate Commission

Chairman, Financial Condition (E) Committee, NAIC

Honorable Mary Jo Hudson, Director
Department of Insurance

State of Ohio

Secretary, Midwestern Zone, NAIC

Honorable John M. Huff, Director

Missouri Department of Insurance, Financial
Institutions and Professional Registration

301 West High Street, Room 530

Jefferson City, Missouri 65101

Lady and Gentlemen:

In accordance with your financial examination warrant, a comprehensive financial
examination has been made of the records, affairs and financial condition of

National General Assurance Company

hereinafter referred to as “NGAC” or the “Company.” The Company's main office is
located at 500 West Fifth Street; Winston-Salem, North Carolina 27101-2728; telephone
number (336) 435-2000. Examination fieldwork began on August 16, 2010 and
concluded on the above date.

SCOPE OF EXAMINATION

Period Covered

This examination covers the period from January 1, 2007 through December 31, 2009,
and was conducted by examiners from the state of Missouri in conjunction with
examiners from the state of North Carolina. This examination also considered material
transactions or events occurring subsequent to December 31, 2009.

Procedures

This examination was conducted as a coordinated examination with the state of North
Carolina acting as the lead state. We conducted our examination in accordance with the
NAIC Financial Condition Examiners Handbook. The handbook requires that we plan



and perform the examination to evaluate the financial condition and identify prospective
risks of the Company by obtaining information about the Company including corporate
governance, identifying and assessing inherent risks within the Company and evaluating
systems controls and procedures used to mitigate those risks. An examination also
includes assessing the principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation, management’s compliance

with statutory accounting principles and annual statement instructions when applicable to
domestic state regulations.

All accounts and activities of the Company were considered in accordance with the risk-
focused examination process. Key activities were: Investment and Cash Management;

Underwriting/Premium Process; Claims, Reserving and Reinsurance; Related Party
Transactions; and Taxes.

The examiners relied upon information and workpapers provided by the Company’s
independent auditor, Deloitte & Touche, LLP for its audit covering the period from
January 1, 2009 through December 31, 2009. Such reliance included fraud risk analysis,
internal control narratives and tests of internal controls.

SUMMARY OF SIGNIFICANT FINDINGS

The direct premiums written by the Company has declined in recent years, however, net
income has been steadily increasing. No significant findings were identified in this
examination as the Company continues to operate in a sound manner. Substantially all
the underwriting risk has been removed by the ceding of all business to the parent.

SUBSEQUENT EVENTS

National General Assurance Company along with nine other related personal lines
insurance companies were acquired by American Capital Acquisition Corporation,
(“ACAC”) on March 1, 2010. ACAC is a Delaware corporation, formed on October 2,
2009, solely for purposes of the acquisition. A grantor retained annuity trust was
established with Michael Karfunkel, an investor, controlling 78.75% of ACAC. AmTrust
Financial Services, Inc. (“AmTrust”) controls the remaining 21.25%. As the majority
shareholder, Michael Karfunkel is now the ultimate controlling entity.

Effective March 1, 2010, the companies entered into a new reinsurance pooling
agreement whereby 100% of all direct written and assumed business is ceded to the pool.
After reinsuring 50% of the pool, the remaining 50% is ceded back to the pool
participants in a prescribed allocation.

Also, effective March 1, 2010, the companies entered into a new asset management

agreement with AmTrust and a new services agreement among the various companies
acquired.




COMPANY HISTORY

General

National General Assurance Company was incorporated on June 2, 1983, and
commenced business as a stock property and casualty insurer in Missouri under Chapter
379 RSMo (Insurance other than life) on January 1, 1989. At its inception 100% of the
capital stock of NGAC was owned by NAVCO Corporation (“NAVCO”), which was
owned by Crum & Forster, Inc. and ultimately by the Xerox Corporation. On March 24,
1984, General Motors Corporation (“GM™) became the ultimate controlling entity of
NGAC by virtue of the purchase of the stock of NAVCO from Crum & Forster, Inc. by
Motors Insurance Corporation (“MIC™). Motors Insurance Corporation was owned by
GMAC Insurance Holdings, Inc., which was owned by General Motors Acceptance
Corporation. In December of 2002, NAVCO merged into NGIC, resulting in MIC being
the intermediate parent of NGAC.

This organizational structure remained unchanged until 2006, when a 51% ownership
stake in General Motors Acceptance Corporation (“GMAC™) was sold to FIM Holdings,
LLC (“FIM™), a consortium of institutional investors led by Cerberus FIM Investors,
Citigroup, Inc., Aozora Bank Ltd and a subsidiary of PNC Financial Services Group, Inc.
GMAC’s structure was reorganized and the company became known as GMAC LLC.

GMAC LLC received approval to become a bank holding company during 2009. As part
of this approval, the ownership structure of GMAC LLC was changed to comply with
Bank Holding Company Act provisions. Also, effective June 30, 2009, GMAC LLC was
converted back to a corporation and is now known as GMAC, Inc. The organization
chart in the Management and Control section of this report shows the ownership structure
of the Company as of December 31, 2009.

Capital Stock

The Company has 30,000 shares of $100.00 par value common stock authorized with
25,000 shares issued and outstanding. All shares are owned by Motors Insurance
Corporation.

Dividends

The Company paid $2,000,000 in stockholder dividends in 2008. These were the only
dividends paid during the examination period:

Mergers and Acquisitions
Acquisition of the Company was discussed in the Subsequent Events section above.




CORPORATE RECORDS

Minutes of the meetings of the Board of Directors and annual meetings of the stockholder
were reviewed for the years 2007 through 2009. Those minutes adequately documented
evidence of the overall guidance provided by the Board of Directors.

MANAGEMENT AND CONTROL

As of December 31, 2009, the following ten members comprised the Board of Directors:

Name
Wade L. Bontrager

Timothy J. Hogan

Cynthia Y. Valko

Preston S. Eckman

Douglas M. McCraken

Michael H. Weiner

George H. Hall, Jr.

David S. Murphy

Mary R. Hennessy

Robert D. Solomonic

Position

Director and Vice-President of numerous
GMAC Insurance Personal Lines
Companies

Director of numerous GMAC Insurance
Personal Lines Companies

Director of numerous GMAC Insurance
Personal Lines Companies

Director of numerous GMAC Insurance
Personal Lines Companies

Director of numerous GMAC Insurance
Personal Lines Companies

Director and Chief Financial Officer of
numerous GMAC Insurance Personal Lines
Companies

Director, Vice-President, and Chief Claims
Officer of numerous GMAC Insurance
Personal Lines Companies

Director, Vice-President, and Chief
Operating Officer of numerous GMAC
Insurance Personal Lines Companies

Director and President of numerous GMAC
Insurance Personal Lines Companies

Director of numerous GMAC Insurance
Personal Lines Companies




Officers serving at December 31, 2009 were:

Name Position
Mary R. Hennessy President

David S. Murphy Vice-President and
Chief Operating Officer

Jeffrey W. Bishop Secretary
Donald J. Bolar Treasurer
Wade L. Bontrager Vice-President

George H. Hall, Jr. Vice-President and
Chief Claims Officer

Michael H. Weiner Chief Financial Officer

Preston S. Eckman Vice-President

Committees
Committee assignments as of December 31, 2009 were as follows:

Investment Committee: Mary R. Hennessy and Michael H. Weiner

Individual insurance companies do not have their own audit committees. An
audit committee was appointed by GMACI Holdings, LLC to serve in that
function. As of December 31, 2009, three independent members served on that
committee. They were: James Butler, Thomas West, and James Robb.

Conflict of Interest

Members of the senior management of this company and related entities provided signed

conflict of interest disclosures. No instances of conflict of interest situations were
reported.

Surplus Debentures
The Company had no surplus debentures.

Holding Company

The Company is a member of an insurance holding company system as defined by
Chapter 382 RSMo (Insurance Holding Companies). Relationships are discussed in the
Company History section above.



Organizational Structure

Various Investors

GMAC, Inc

|

GMACI Holdings, LLC

Various Other

GMAC Insurance Holdings, Inc.

Companies
. ; Motors Insurance
Various Other Companies :
Corporation
Various Other Insurance GMAC Insurance
Companies Company Online, Inc.

National General

Note - All companies are Assurance Company

100% owned by the parent
unless otherwise indicated.

National General
Insurance Company

* GMAC Insurance Georgia, LLC

is 29.75% owned by National |

General Insurance Company GMAC Insurance
with the rest owned by various Georgia, LLC *
other affiliated entities.

Intercompany Transactions
The Company was a party to the following affiliated agreements at December 31, 2009:

Treaty Reinsurance Agreement

Parties: Motors Insurance Company, National General Assurance
Company

Effective: Original effective January 1, 1996. Amendment effective January
1, 1999.




