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Commitment Beyond Numbers 

Laura A. Maxwell, FCAS, MAAA, CSPA 
Director and Consulting Actuary 

lmaxwell@pinnacleactuaries.com 
 
February 14, 2023 
 
Tom Kester 
Operations Manager and Secretary 
Alliance Risk Management Services LLC 
Manager for the Terrafirma Risk Retention Group LLC 
 
[delivered via email to tkester@lta.org] 
 
RE: 2022 Statement of Actuarial Opinion 
 Terrafirma Risk Retention Group LLC 
 
Dear Tom: 
 
Enclosed is my 2022 Statement of Actuarial Opinion (SAO) for Terrafirma Risk Retention Group LLC 
(Terrafirma).  
 
The Actuarial Opinion Summary (AOS) is being delivered under separate cover. The AOS should be 
treated as a confidential document by the state regulatory authorities.  
 
Should you have any questions, please call me (415-692-0938). Thank you for this opportunity to serve 
as your appointed actuary.  
 

Please contact me if you have any questions. 
 
Sincerely, 

 
 
Laura A. Maxwell, FCAS, MAAA, CSPA 
Director and Consulting Actuary 
 
Enclosures 
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 Pinnacle Actuarial Resources, Inc. 

STATEMENT OF ACTUARIAL OPINION 
 
Annual Statement of Terrafirma Risk Retention Group LLC 
 
For the Year Ended December 31, 2022 
 

IDENTIFICATION 
I, Laura A. Maxwell, am associated with Pinnacle Actuarial Resources, Inc. (Pinnacle). I was appointed 
by the Board of Directors of Terrafirma Risk Retention Group LLC (Company) on October 18, 2021 to 
render this statement of actuarial opinion (Opinion). I meet the definition of a Qualified Actuary per 
the National Association of Insurance Commissioners (NAIC) Annual Statement Instructions – Property 
and Casualty, Actuarial Opinion. I provided my qualification documentation to Tom Kester, Operations 
Manager and Secretary of the Company, on November 17, 2022. 
 
 
SCOPE 
I have examined the reserves listed on Exhibit A, as shown in the Statutory Annual Statement of the 
Company as prepared for filing with the state regulatory officials, as of December 31, 2022. The items 
on Exhibit A reflect the loss and loss adjustment expense reserve disclosure items (8 through 13.2 and 
14) on Exhibit B. 
 
My examination of the loss and loss adjustment expense reserves was based upon data and related 
information prepared by the Company. In this regard, I relied on Ms. Chelsea Smiley, Account 
Administrator, Marsh Captive Solutions, as to the accuracy and completeness of the data. I evaluated 
the data used directly in my analysis for reasonableness and consistency. My evaluation did not reveal 
any data points materially affecting my analysis that fell outside of the range of reasonable 
possibilities. In performing this evaluation, I have assumed that the Company (a) used its best efforts to 
supply accurate and complete data; and (b) did not knowingly provide any inaccurate data. I also 
reconciled the paid loss and loss adjustment expense amounts, case reserve amounts and earned 
premium amounts as of December 31, 2022 used in my analysis against Schedule P – Part 1 of the 
Company’s current Annual Statement. In other respects, my examination included the use of such 
actuarial assumptions and methods and such tests of calculations as I considered necessary. 
 
For this Opinion, loss adjustment expenses include the costs of administering, determining coverage 
for, settling, or defending claims even if it is ultimately determined that the claim is invalid. 
 
My examination was based on data and related information through the valuation date of December 
31, 2022. My opinion was formed based on information provided to me through the review date of 
February 3, 2023 and my projections do not take into account any developments subsequent to this 
date. 
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My review was limited to items in Exhibit A, and did not include an analysis of any income statement 
items or other balance sheet items. My opinion on the reserves is based upon the assumption that all 
reserves are backed by valid assets, which have suitably scheduled maturities and/or adequate 
liquidity to meet cash flow requirements. 
 
 
OPINION 
This is a Reasonable Opinion. 
 
In my opinion, the amounts carried in the Scope paragraph on account of the items identified: 
 

a. meet the requirements of the insurance laws of Vermont; 
 
b. are consistent with reserves computed in accordance with relevant actuarial standards of 

practice promulgated by the Actuarial Standards Board, and 
 

c. make a reasonable provision in the aggregate for all unpaid loss and loss adjustment expense 
obligations of the Company under the terms of its policies and agreements. 

 
In the aggregate, the Company’s stated reserves are within a reasonable range of my independent 
estimates of unpaid loss and loss adjustment expense amounts; hence, the stated reserve amounts 
make a reasonable provision for the liabilities associated with the specified reserves. This Opinion 
applies to loss and loss adjustment expense reserves combined. 
 
Loss adjustment expenses considered within the scope of this opinion are limited to those covered by 
the captive which are primarily defense costs.  
 
  
RELEVANT COMMENTS 
The intended purpose of this Opinion is to comply with NAIC Annual Statement Instructions requiring 
an Opinion as to whether the reserves held by the Company meet the laws of the State of Vermont. 
The intended users of the Opinion are: 
 

• Regulators in the Company’s domiciliary state and all other jurisdictions with which the 
Company files its Annual Statement; 

• The Company; and, 
• The auditors for the Company. 
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The stated bases of the reserves presented in this Opinion are full nominal amounts consistent with 
Generally Accepted Accounting Principles (GAAP); no adjustments are made to reflect either 
discounting to reflect the time value of money or risk margins to reflect the risk of adverse deviation. 
No material assumptions that were used in developing this Opinion were prescribed by law or 
regulation. 
 
The Company writes no policies or contracts related to single or fixed premium policies with coverage 
periods of thirteen months or greater which are non-cancelable and not subject to premium increase 
(excluding financial guaranty contracts, mortgage guaranty policies, and surety contracts). 
 
a. Risk of Material Adverse Deviation 

In my view, there is a significant risk of material adverse deviation. The Company writes liability 
coverages associated with legal challenges for land trusts whose risk factors expose the Company’s 
loss and loss adjustment expense reserves to significant variability. I have identified the major risk 
factors as the relatively small nature of the operations of the Company, the concentration of risk in 
land trust loss exposures and the potential high severity nature of the coverages provided. The 
absence of other risk factors from this listing does not imply that additional factors will not be 
identified in the future as having been a significant influence on the Company’s reserves. The 
potential exists that a combination of the above factors and other conditions might arise, thus 
increasing the Company’s risk of material adverse deviation. My materiality threshold for making 
this determination is 10% of surplus or approximately $758,000. The reason for choosing a 10% 
materiality threshold is its consistency with the materiality threshold commonly used in statutory 
financial examinations. 

 
b.    Other Disclosures in Exhibit B 

The Company does not discount loss and loss adjustment expense reserves. Reserves are 
established by the Company gross of anticipated salvage and subrogation. The Company does not 
participate in any voluntary and involuntary pooling arrangements.  
 
I have reviewed the Company's exposure to environmental pollution claims. The Company does not 
have a material exposure to asbestos or environmental claims due to the nature of the coverages 
provided. 
 
The emergence of the COVID-19 pandemic and its ongoing impact creates a substantial source of 
uncertainty that is generally unquantifiable at this time. However, the Company does not have a 
material exposure to due to the nature of the coverages provided. 
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c. Reinsurance 
Based on discussions with Company management and their description of the Company's ceded 
reinsurance, I am not aware of any other reinsurance contracts (having a material effect on the loss 
and loss adjustment expense reserves) that either have been or should have been accounted for as 
retroactive reinsurance or as financial reinsurance (defined as contractual arrangements that do 
not include a transfer of both timing and underwriting risk). 
 
After reviewing Schedule F of the Annual Statement, there is no ceded reinsurance associated with 
losses as of December 31, 2022. Hence, reinsurance collectability does not appear to be a material 
issue for the Company.   
 
I have reviewed the Part 2 - Property and Casualty Interrogatory #9 regarding the risk transfer 
elements of its reinsurance contracts. I have not performed an independent evaluation of the risk 
transfer elements of individual contracts but rely on management’s representations that the credit 
for reinsurance is consistent with Statement of Statutory Accounting Principles No. 62R, “Property 
and Casualty Reinsurance” (SSAP No. 62R). 

 
d. IRIS Ratios 

The results for the IRIS Tests for One-Year Reserve Development to Surplus, Two-Year Reserve 
Development to Surplus and Estimated Current Reserve Deficiency to Surplus do not produce any 
exceptional results. 
 

e. Methods and Assumptions 
There have been no significant changes in the actuarial methods and assumptions from those 
previously employed. There were no material methods or assumptions prescribed by law or 
regulation, or based on reliance of other sources. 

 
 
VARIABILITY 
In evaluating whether the reserves make a reasonable provision for unpaid losses and loss expenses, it 
is necessary to project future loss and loss adjustment expense payments. It is certain that actual 
future losses and loss adjustment expenses will not develop exactly as projected and may, in fact, vary 
significantly from the projections. Further, my projections make no provision for extraordinary future 
emergence of new classes of losses or types of losses not sufficiently represented in the Company's 
historical data base or which are not yet quantifiable.   
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ACTUARIAL REPORT 
An actuarial report, including underlying work papers supporting the findings expressed in this 
statement of actuarial opinion, has been provided to the Company to be retained for a period of seven 
years at its administrative offices and available for regulatory examination. 
 
This Opinion is solely for the use of, and only to be relied upon by, the Company, its independent 
auditors and the various state insurance departments with which the Company files its Annual 
Statement. 

 
* * * * * * * * * 

 
The electronic version of this document will be released with no security features as required by the 
NAIC. Pinnacle is not responsible for any additions, deletions, or modifications made to this document 
after its release. 
 
 

 
_________________________________ 
Laura A. Maxwell, FCAS, MAAA, CSPA 
Director & Consulting Actuary 
Pinnacle Actuarial Resources, Inc. 
6101 Bollinger Canyon Road, Suite 363 
San Ramon, CA 94583 
(415) 692-0938 
lmaxwell@pinnacleactuaries.com 
February 14, 2023 
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STATEMENT OF ACTUARIAL OPINION EXHIBIT A:  SCOPE 
 

Loss and Loss Adjustment Expense Reserves  
Amount 

1. Unpaid Losses (Liabilities, Surplus and Other Funds page, Col. 1, 
Line 1) $ 3,653,682 

2. Unpaid Loss Adjustment Expenses (Liabilities, Surplus and Other 
Funds page, Col. 1, Line 3) $ 0 

3. Unpaid Losses – Direct and Assumed (Should equal Schedule P, 
Part 1, Summary, Totals from Cols. 13 and 15, Line 12 * 1000) $ 3,653,682 

4. Unpaid Loss Adjustment Expenses – Direct and Assumed (Should 
equal Schedule P, Part 1, Summary, Totals from Cols. 17, 19 and 21, 
Line 12 * 1000) $ 0 

5. The Page 3 write-in item reserve, “Retroactive Reinsurance Reserve 
Assumed” $ 0 

6. Other Loss Reserve items on which the Appointed Actuary is 
expressing an Opinion (list separately, adding additional lines as 
needed) $ 0 

 
Premium Reserves   

Amount 

7. Reserve for Direct and Assumed Unearned Premiums for P&C Long 
Duration Contracts $ 0 

8. Reserve for Net Unearned Premiums for P&C Long Duration 
Contracts $ 0 

9. Other Premium Reserve items on which the Appointed Actuary is 
expressing an Opinion (list separately, adding additional lines as 
needed) $ 0 
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EXHIBIT B:  DISCLOSURES 
 

   Column 1 Column 2 Column 3 Column 4 

1. Name of the Appointed Actuary   Maxwell Laura A. 
2. The Appointed Actuary’s relationship to the Company 

Enter E or C based upon the following: 
 E if an Employee of the Company or Group 
 C if a Consultant    

C 

 
3. The Appointed Actuary Accepted Actuarial Designation 

(indicated by letter code): 
 F if a Fellow of the Casualty Actuarial Society (FCAS) 
 A if an Associate of the Casualty Actuarial Society (ACAS) 
       S if a Fellow of the Society of Actuaries (SOA) through the General Insurance track 
 M if the actuary does not have an Accepted Actuarial Designation, but is approved by 
 the Academy’s Casualty Practice Council 
 O for Other    

F 

 
4. Type of Opinion, as identified in the OPINION paragraph. Enter R, I, E, Q, or N based upon 

the following: 
 R if Reasonable 
 I if Inadequate or Deficient Provision 
 E if Excessive or Redundant Provision 
 Q if Qualified. Use Q when part of the OPINION is Qualified 
 N if No Opinion    

R 

 
5. Materiality Standard expressed in U.S. dollars (used to answer question #6) $ 758,000    

6. Are there significant risks that could result in Material Adverse Deviation?   Yes [  X ] No [    ] N/A [     ] 
7. Statutory Surplus (Liabilities, Surplus and Other Funds page, Col. 1, Line 37) $ 7,582,445    
8. Anticipated net salvage and subrogation included as a reduction to loss reserves as 

reported in Schedule P (should equal Part 1 Summary, Col. 23, Line 12 * 1000) $ 
              

0    
9. Discount included as a reduction to loss reserves and loss adjustment expense reserves 

as reported in Schedule P 
9.1 Nontabular Discount [Notes, Line 32B23, (Amounts 1, 2, 3, & 4)],  

Electronic Filing Cols. 1, 2, 3, & 4 $ 0    

 
9.2 Tabular Discount [Notes, Line 32A23, (Amounts 1 & 2)], Electronic  

Filing Cols. 1 & 2 $ 0    
10. The net reserves for losses and loss adjustment expenses for the Company’s share of 

voluntary and involuntary underwriting pools’ and associations’ unpaid losses and loss 
adjustment expenses that are included in reserves shown on the Liabilities, Surplus and 
Other Funds page, Losses and Loss Adjustment Expenses lines $ 0    

11. The net reserves for losses and loss adjustment expenses that the Company carries for 
the following liabilities included on the Liabilities, Surplus and Other Funds page, Losses 
and Loss Adjustment Expenses lines. * 
11.1 Asbestos, as disclosed in the Notes to Financial Statements (Notes, Line 33A03D, 

ending net asbestos reserves for current year) Electronic Filing Col. 5 $ 0    
 11.2 Environmental, as disclosed in the Notes to Financial Statements (Notes, 

Line 33D03D, ending net environmental reserves for current year) Electronic 
Filing Col. 5 $ 0    

12. The total claims-made extended loss and loss adjustment expense, and unearned 
premium reserves (Greater than or equal to Schedule P Interrogatories). 
12.1 Amount reported as loss and loss adjustment expense reserves $ 0    

 12.2 Amount reported as unearned premium reserves $ 0    
13. The net reserves for the A&H Long Duration Contracts that the Company carries on the 

following lines on the Liabilities, Surplus and Other Funds page: 
13.1 Losses $ 0 

 
   

 13.2 Loss Adjustment Expenses $ 0    
 13.3 Unearned Premium $ 0    
 13.4 Write-In (list separately, adding additional lines as needed and identify (e.g., 

“Premium Deficiency Reserves”, “Contract Reserves other than Premium Deficiency 
Reserves” or “AG 51 Reserves”)) $ 0    

14 Other items on which the Appointed Actuary is providing relevant comment (list 
separately, adding additional lines as needed) 

 
$     

 
* The reserves disclosed in item 11 above, should exclude amounts relating to contracts specifically written to cover asbestos and environmental exposures. Contracts specifically 

written to cover these exposures include Environmental Impairment Liability (post 1986), Asbestos Abatement, Pollution Legal Liability, Contractor's Pollution Liability, Consultant's 
Environmental Liability, and Pollution and Remediation Legal Liability. 
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