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April 10, 2023

Michael Yaworsky
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 690-
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
a limited scope examination as of December 31, 2021 for:

Vault Reciprocal Exchange
300 First Avenue South, Suite 401
St. Petersburg, FL, 33701

hereinafter referred to as “the Company.” Such report of examination is herewith respectfully

submitted.



SCOPE OF EXAMINATION

This was a limited scope examination of Vault Reciprocal Exchange (Company or Vault) as directed
by the Florida Office of Insurance Regulation (the Office). The Company was last examined by
representatives of the Office as of December 31, 2019. To the extent applicable, the limited scope
examination was conducted in accordance with the guidance of the National Association of
Insurance Commissioners (NAIC) Financial Condition Examiner's Handbook (FCEH), the NAIC
Accounting Practices and Procedures Manual and the Florida Administrative Code. This
examination was limited to particular risk areas of operational processes and the focus is less
comprehensive than a full-scope examination. This report is for a limited-scope examination, and is
not intended to communicate all matters of importance for an understanding of the Company’s

financial condition.

The fieldwork commenced on April 11, 2022 and concluded as of April 10, 2023. Our limited scope
examination only included material events occurring subsequent to December 31, 2021 and noted
during the course of the examination as they related solely to the areas within the limited scope of

the examination detailed below.

This examination scope covered the following areas:

e Corporate Governance - An assessment of the adequacy of corporate governance, internal

controls and supporting accounting and actuarial records;

e Capital - An assessment of the Company’s access to additional capital;

o Reserves - A full and complete review of the Company’s reserves, including, but not limited
to: the adequacy of reserves; the appropriateness of the processes and data used to estimate
reserves; the adequacy of supporting documentation; and an investigation into any concerns
or discrepancies noted by the appointed actuary in the Actuarial Opinion, the Actuarial
Opinion Summary, or the Actuarial Report;

e Pooling Arrangement - A review of compliance with the provisions of the Company’s pooling

arrangement with Vault E & S Insurance Company (VES), an affiliated entity;

o Attorney-in-Fact Receivables — A review of the admissibility and collectability of receivables

from the Attorney-in-Fact, Vault Risk Management Services, LLC (VRE);

o Accounting Staff - An assessment of the adequacy and qualifications of the Company’s

accounting staff.
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FOLLOW-UP OF PRIOR EXAMINATION FINDINGS

There were no material adverse findings, significant non-compliance findings, violations of Florida
laws or statutes, violations of Statutory Accounting Practices and Procedures or material adjustments
noted in the prior examination as of December 31, 2019.

CURRENT EXAMINATION FINDINGS

There were no material adverse findings, significant non-compliance findings, violations of Florida
laws or statutes, violations of Statutory Accounting Practices and Procedures or material adjustments
to the financial statements as a result of this examination and the limited-scope procedures
performed. Other findings regarding the procedures performed in this limited scope examination

were shared with management.
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CONCLUSION

The insurance examination included practices and procedures of a limited scope for Vault
Reciprocal Exchange as of December 31, 2021, consistent with the insurance laws of the State of
Florida. In addition to the undersigned, the following individuals from INS Regulatory Insurance
Service, Inc., and INS Consultants, Inc., collectively referred to as “The INS Companies” also

participated in the examination:

Joseph Evans, CFE Exam Manager The INS Companies
Pete Vuong, FCAS, MAAA Actuarial Specialist The INS Companies
Dan Applegarth, CFE, CPA, PIR Chief Financial Examiner Office

Respectfully submitted,
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Kelly Willison, CPA, CFE, CFE (Fraud)

Examiner in Charge

The INS Companies

Representing the Florida Office of Insurance Regulation

Joxu_,m. NWlage

Jane Nelson

Director

Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
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