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October 1, 2024

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 (‘the NAIC”), we have
conducted an examination as of December 31, 2023, of the financial condition and corporate affairs
of

Seven Seas Insurance Company, Inc.
501 Avenue P
Riviera Beach, FL 33404

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



SCOPE OF EXAMINATION

This examination covered the period of January 1, 2019 through December 31, 2023, and the
fieldwork commenced with planning with the Florida Office of Insurance Regulation (“the Office”)
on April 10, 2024. The fieldwork concluded as of October 1, 2024. The Company’s last full scope
exam by representatives of the Office covered the period of January 1, 2014 through December
31, 2018.

The examination was conducted in accordance with the NAIC Financial Condition Examiners
Handbook (“the 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.

This examination was on a Florida domestic only and did not involve participation from other

states. However, the Company has licenses in multiple states.

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 the NAIC Statements of Statutory Accounting
Principles (“SSAP”).

This examination report includes information obtained from the examination of the records,
accounts, files, and documents of or relative to the Company, and other information as permitted
by Section 624.319, Florida Statutes. 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 including 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.

The Company was not in compliance with Florida Administrative Code (“FAC”) 690-
137.001(3)(b)(1), as it failed to disclose an affiliate captive insurer, formed in 2023, in Schedule

Y of the annual statement and in a Form B filed with the Office.

Previous Examination Findings

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

for the examination as of December 31, 2018.

COMPANY HISTORY

General

The Company was incorporated in Florida on April 21, 1989, under the laws of the State of Florida,
as a stock property and casualty insurer and commenced business on May 18, 1989, under the
name of Seven Seas Insurance Company, Inc. The Company and its parent, Birdsall, Inc., a
Florida corporation, were purchased by Aqua Acquisition Corp. on September 2, 2014, effective
August 31, 2014. Aqua Acquisition Corp. is owned by Saltchuk Resources, Inc. (“Saltchuk”), a
Washington domiciled corporation and ultimate parent. Prior to August 31, 2014, Birdsall, Inc.

was owned by AGL Resources, Inc., a Georgia corporation, and publicly traded company.
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Dividends

The Company declared and paid dividends to its stockholder(s) in 2019, 2020, 2021, 2022 and
2023 in the amounts of $12,000,000, $11,200,000, $9,200,000, $12,990,000, and $14,800,000,

respectively.

Capital Stock and Capital Contributions

As of December 31, 2023, the Company’s capitalization was as follows:

Number of authorized common capital shares 20,000
Number of shares issued and outstanding 13,334
Total common capital stock $1,000,050
Par value per share $75.00

Surplus Notes

The Company did not have or issue any surplus notes during the period under examination.

Acquisitions, Mergers, Disposals, Dissolutions

The Company had no acquisitions, mergers, disposals, or dissolutions during the period under

examination.

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, 2023, are shown below:
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Directors

Principal Occupation,

James Michael Culpepper

Jupiter, Florida

Name City, State Company Name
Senior Vice President, General Counsel,
David Robert Stewart Seattle, Washington Chief Ethics Officer
Saltchuk Resources, Inc.
President

Seven Seas Insurance Company, Inc.

Renee Marie La Grenade®

Palm Beach Gardens,
Florida

Assistant Vice President
Seven Seas Insurance Company, Inc.

Jerald Wayne Richards

Seattle, Washington

Senior Vice President & CFO
Saltchuk Resources, Inc.

Mark Norman Tabbutt

Seattle, Washington

Chairman

Saltchuk Resources, Inc.

(a) Was replaced by Yolanda Grassi as of March 31, 2024

In accordance with the Company’s Bylaws, the Board appointed the following Senior Officers:

Senior Officers

Name City, State Title
James Michael Jupiter, Florida President
Culpepper®

Palm Beach Gardens, Secretary

Renee Marie La Grenade®

Florida

Jerald Wayne Richards

Seattle, Washington

Treasurer, Vice President

(a) Retired January 1, 2024
(b) Was replaced by Yolanda Grassi as of March 31, 2024

The Company’s Board appointed the following internal committee. The following were the

members as of December 31, 2023. The first person listed for is the chairman.

The Company maintained an audit committee, as required by Section 624.424(8)(c), Florida

Statutes.

Audit Committee

Jerald Wayne Richards

David Robert Stewart

Mark Norman Tabbutt
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Holding Company System

A simplified organizational chart as of December 31, 2023, reflecting the holding company
system, is shown on the following page. Schedule Y of the Company’s 2023 annual statement
provided a list of all related companies of the holding company group except the affiliated captive

insurer that was formed in 2023; see current examination findings section above.
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Seven Seas Insurance Company, Inc.
Organizational Chart
December 31, 2023

[Saltchuk Holdings, Inc.
[Date Org: 12/17/2020
[FEIN: 85-4313748
[State: Washington

[State: Washington

[ 100%

| 100%

1 100%

Saltchuk Aviation, LLC
[Date Org: 3/03/2020
FEIN: 844968973
State: Washington

JAqua Acquisition Corp.
[Date Org: 4/2/14
FEIN: 46-5297738
[State: Washington

[ 100%

| 100%

| 100%

[Saltchuk Marine Services,
LLC

Date Org: 9/13/2019

FEIN: 84-3072705
[State: Washington

Air Cargo, LLC
Date Org: 12/31/2018
FEIN: 92-0038210
State: Alaska

[Aeko Kula, LLC

Date Org: 12/31/2018
FEIN: 26-2435846
State: Hawaii

[Eirasat; inc.

[Date Org: 6/21/1954
[FEIN: 59-0715051
State: Florida

100%

| 100%

Tropical Shipping and
[Construction Company
Holdings Limited

Date Org: 12/22/2020
FEIN: 98-1581159
ICountry: Cayman Islands

[Seven Seas Insurance

NAIC Code: 37672
[State of Florida (FL

100%

Tropical S-h-pplng Holdings,
inc.

[FEIN: 27-1687912

[Date Org: 11/30/2009

[State: Delaware

[Foss Maritime
Company, LLC
Date Org: 10/21/1969

100%

Tropical Shipping St. Lucia

T
_l 100% 99.75% [ 100% | 100% | 100%
Tropical Shipping and [Seven Seas Bahamas Caribtrans Agency, LLC 1. Cargo Services LLC [Tropical Cargo Express,
[Construction Company Holding Company Ltd. (St. Croix) [Date Org: 7/26/2010 LLC
Limited, LLC Date Org: 3/16/1967 FEIN: 27-0354422 [FEIN: 66-0752795 [Date Org: 12/22/2009
Date Org: 12/31/2020 FEIN: 59-2748522 Date Org: 6/2/2009 [State: St. Croix, USVI FEIN: 66-0740361
FEIN: 59-1114187 [Country: Bahamas State: Delaware State: USVI
|State: Delaware
| 100% | 100% | 100% | 100% | 100% | 100%
Container Terminals Ltd. [Caribtrans Logistics, LLC Tropical Shipping Trinidad Tropical Shipping Tropical Shipping St. [Tropical Shipping of
Date Org: 8/10/1970 Date Org: 11/8/2005 JAgency Holdings, LLC |Agency, LLC Maarten, N.V. [Canada, LLC Ltd.,

FEIN: 98-0087272
Country: Bahamas

FEIN: 65-0157054
State: Delaware

Date Org: 1/10/2006
FEIN: 20-4502515 State:
Delaware

Date Org: 11/8/2005
FEIN: 65-0850078
State: Delaware

[Date Org: 12/24/2008 FEIN:
98-0651390
[Country: St. Maarten

Date Org: 5/13/1983
FEIN: 59-2343125 State:
Delaware

Date Org: 12/30/2015
FEIN#: 98-1291071
Country: St. Lucia

100% 100% 100% | 100% | 100% | 100%
New Providence Port [Caribtrans St Maarten, Tropical Trinidad Agency Deluxe Freight, LLC 'Eresmp. SAS. Antigua Maritime Agencies
Holdings Ltd N.V. Unlimited FEIN: 65-0691756 [Date Org: 10/16/1986 Ltd.
Date Org: 8/11/2010 Date Org: 5/20/1997 Date Org: 1/27/2006 Date Org: 12/5/12 [FEIN: 99-0485018 Date Org: 9/12/2000
FEIN: 98-0679380 FEIN: 98-0683701 FEIN: 20-4502674 State: Florida [Country: Dominican FEIN: 98-0484995
State: Bahamas ICountry: St. Maarten ICountry: Trinidad [Republic [Country: Antigua
100% | 100% | 100%
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Tropical Industries, Ltd.
Date Org: 12/22/1970
FEIN: 98-0465028
Country: Bahamas

Tropical Shipping USA, LLC
Date Org: 8/16/2005

[FEIN: 84-1692675 State:
Florida

[st ™artin Marine
Services, SARL
Date Org: 10/6/1995
FEIN: 98-0485025
[Country: St. Martin
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The following agreements were in effect between the Company and its affiliates:

Tax Allocation Agreement

The Company, along with its ultimate parent, Saltchuk, entered into a tax and cost sharing
services agreement effective January 1, 2019. According to the terms of the agreement, Saltchuk
agrees to pay portions of the Company’s federal and state corporate income taxes, insurance,
audit fees and other miscellaneous costs. The Company agrees to reimburse Saltchuk for 100%
of the cost of any services provided and 100% of any expenses paid on its behalf. The agreement
also describes the manner in which income taxes on the consolidated federal income tax return
will be allocated between the companies. On December 31, 2023, the method of allocation
between the companies was on a separate entity basis. The Company’s monthly tax provision
was calculated based on the Company’s monthly net income before tax for the current month
multiplied by multiplied by 5.1974% % for Florida state taxes and 19.9126% (overall combined
effective federal and state tax rate of 25.11%) after taking into account the Florida tax deduction.
According to the agreement, the Company and Saltchuk agree to settle any intercompany

balances quarterly.

Services Agreement

The Company entered into a services agreement, effective January 1, 2006, with Tropical
Shipping USA, LLC (“Tropical”’). The agreement was amended August 28, 2009, August 28,
2015, and November 30, 2016. According to the terms of the agreement, tropical will provide
accounting, auditing, administrative and regulatory filing, financial planning and reporting, and
Information Systems services. For these services (except payroll), the Company pays 100% of
costs incurred in providing the services. For payroll services, the compensation paid by the
Company is based on the percentage of the number of Company employees to total Tropical and

Company employees. Fees incurred under this agreement during 2023 amounted to $637,440.

ACCOUNTS AND RECORDS

The Company maintained its principal operational offices in Riviera Beach, Florida.
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TERRITORY AND PLAN OF OPERATIONS

The Company was authorized to transact insurance in the following states:

e Alaska e Florida e Hawaii

The Company was authorized to transact insurance in Florida on April 29, 1989, and is currently

authorized for the following lines of business in Florida as of December 31, 2023:

e Ocean Marine e Inland Marine

The Company primarily writes ocean marine and inland marine policies in Florida which accounts
for 95% of its Direct Written Premiums.

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

As of December 31, 2023, the Company ceded risk on an excess of loss basis to Navigators
Insurance Company. The agreement will pay up to a limit of $14,750,000 ultimate net loss for
each and every loss, and/or loss occurrence in excess of $250,000 ultimate net loss each and

every loss and/or loss occurrence.

Page 8 of 15
Report of Examination for Seven Seas Insurance Company, Inc.



FINANCIAL STATEMENTS

The following includes the Company’s statutory Statement of Assets, Liabilities, Surplus and
Other Funds; statutory Statement of Income; and the statutory Analysis of Changes in Surplus for
the year ended December 31, 2023. The financial statements are based on the statutory financial
statements filed by the Company with the Florida Office of Insurance Regulation and present the
financial condition of the Company for the period ending December 31, 2023. (Note: Failure of

the columns to add to the totals reflected in this Report is due to rounding.)
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Seven Seas Insurance Company, Inc.

Assets

December 31, 2023

Non-admitted | Net Admitted
Assets Assets Assets

Bonds $16,165,536 | $ 0| $16,165,536
Stocks

Common stocks 283,710 283,710 0
Cash and short-term investments 16,935,759 262,084 16,673,675
Subtotals, cash and invested assets 33,385,005 545,794 32,839,211
Investment income due and accrued 144,783 144,783
Premiums and considerations

Uncollected premiums and agents’ balances 1,304,890 1,304,890
Reinsurance

Other amounts receivable under reinsurance

contracts 495,847 495,841
Net deferred tax asset 351,310 144,056 207,254
Furniture and equipment, including health care
delivery assets 24 597 24,597 0
Receivable from parent, subsidiaries and affiliates 143,560 143,560
Aggregate write-in for other than invested assets 126,362 126,362 0
Total $35,976,354 840,809 | $35,135,545
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Seven Seas Insurance Company, Inc.

Liabilities, Surplus and Other Funds
December 31, 2023

Per Company

Losses $ 1,935,029
Loss adjustment expenses 288,547
Commissions payable, contingent commissions and other similar

charges 65,942
Other expenses 1,008,996
Taxes, licenses and fees 140,775
Current federal and foreign income taxes 401,757
Unearned premiums 98,865
Ceded reinsurance premiums payable 33,412
Payable to parent, subsidiaries and affiliates 966,416
Total liabilities 4,939,739
Common capital stock 1,000,050
Gross paid-in and contributed surplus 1,000,000
Unassigned funds (surplus) 28,195,756
Surplus as regards policyholders 30,195,806

Totals

$ 35,135,545
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Seven Seas Insurance Company, Inc.
Statement of Income
December 31, 2023

Per Company

Underwriting Income

Premiums earned $ 33,461,136
Deductions
Losses Incurred 7,198,522
Loss adjustment expenses incurred 1,402,507
Other underwriting expenses incurred 3,937,199
Total Underwriting deductions 12,538,228
Net underwriting gain (loss) 20,922,908
Investment Income
Net investment income earned 790,354
Net investment gain or (loss) 790,354
Other Income

Aggregate write-ins for miscellaneous income (16,264)
Total other income (16,264)
Net income before dividends to policyholders, after capital gains tax and

before all other federal and foreign income taxes 21,696,998
Net income, after dividends to policyholders, after capital gains tax and

before all other federal and foreign income taxes 21,696,998
Federal & foreign income taxes incurred 4 573,588
Net Income $ 17,123,410

Capital and Surplus Account

Surplus as regards policyholders, December 31 prior year $ 27,573,162
Net Income 17,123,410
Change in net deferred income taxes (64,883)
Change in non-admitted assets 352,368
Dividends to stockholders (14,800,000)
Aggregate write-ins for gains and losses in surplus 11,749
Change in surplus as regards policyholders for the year 2,622,644
Surplus as regards policyholders, December 31, current year $ 30,195,806
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Seven Seas Insurance Company, Inc.
Reconciliation of Capital and Surplus

December 31, 2023

Capital/Surplus Change during Examination Period

Surplus at December 31, 2018, per Company $ 23,686,656
Increase Decrease
Net income 66,520,671
Change in net deferred income tax 2,772
Change in non-admitted assets 141,128
Dividends to stockholders 60,190,000
Aggregate write-ins for gains/losses in
surplus 40,123
Net increase (or decrease) 6,509,150
Surplus at December 31, 2023 per Company $ 30,195,806

Seven Seas Insurance Company, Inc.
Analysis of Changes in Financial Statement Resulting from the Examination
December 31, 2023

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

COMMENTS ON FINANCIAL STATEMENT ITEMS

Capital and Surplus

The amount of capital and surplus reported by the Company of $30,195,806 exceeded the
minimum of $4,000,000 required by Section 624.408, Florida Statutes.
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SUMMARY OF RECOMMENDATIONS

The Company was not in compliance with FAC 690-137.001(3)(b)(1), as it failed to disclose an
affiliate captive insurer, formed in 2023, in Schedule Y of the annual statement and in a Form B
filed with the Office. It is recommended the Company file its annual statement in accordance with
the annual statement instructions and FAC 690-137.001(3)(b)(1).
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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 Seven Seas Insurance Company, Inc. as of

December 31, 2023, consistent with the insurance laws of the State of Florida.

In addition to the undersigned, the following individuals from the Office and The INS Companies

(“INS”) also participated in the examination:

James Wheeler, PIR Examination Manager Office
Kelly Willison, CPA, CFE, CFE(Fraud) Examination Manager INS
David Gordon, CISA, CFE(Fraud), CDFE IT Specialist INS
Jesse Jordan IT Specialist INS
John Pedrick, FCAS, MAAA Consulting Actuary INS
Allan Becker, FCAS, MAAA Consulting Actuary INS

Respectfully submitted,

LMo dhon)

Renee Hanshaw, CPA, CFE

Examiner-in-charge

The INS Companies

Representing the Florida Office of Insurance Regulation

(T A

Chad Mason, PIR

Chief Financial Examiner

Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
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