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AFFIRMATIVE INSURANCE HOLDINGS, INC.

4450 Sojourn Drive, Suite 500
Addison, Texas 75001

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held on June 4, 2015

Dear Stockholder:

Notice is hereby given that the 2015 annual meeting of Stockholders (the Annual Meeting) of Affirmative Insurance Holdings, 
Inc. (Affirmative or the Company) will be held on June 4, 2015 at 9:00 a.m. Central Time at 4450 Sojourn Drive, Suite 500, Addison, 
Texas 75001.

The purpose of the meeting is to:

1. elect eight directors for a one-year term;

2. ratify the appointment of KPMG LLP as Affirmative’s independent registered public accounting firm for 2015;

3. approve on an advisory basis the compensation of our named executive officers; and

4. act upon such other matters as may properly come before the meeting or any adjournment thereof.

Accompanying this notice is the proxy statement, which provides information about Affirmative’s Board of Directors and 
management team, and further describes the business we will conduct at the meeting.

Only stockholders of record as of the close of business on April 15, 2015 will be entitled to notice of, and to vote at, the Annual 
Meeting.

We sincerely hope you will be able to attend the meeting. Whether or not you plan to attend, it is important that your shares be 
represented and voted at the meeting, and, therefore, we urge you to complete, sign, date and return the enclosed proxy card in the 
envelope provided for this purpose.

Important Notice Regarding the Availability of Proxy Materials for the 2015 Annual Meeting to be held on June 4, 2015: In 
accordance with the rules issued by the Securities and Exchange Commission, you may access our 2014 Annual Report and 
our 2015 Proxy Statement at www.affirmative.com/2015ProxyMaterials/default.htm.

Sincerely,

John P. Killacky
Secretary

Addison, Texas
April 23, 2015
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AFFIRMATIVE INSURANCE HOLDINGS, INC.
4450 Sojourn Drive, Suite 500

Addison, Texas 75001

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS
June 4, 2015

GENERAL INFORMATION

Solicitation and Revocability of Proxies

The Board of Directors (the Board) of the Company is soliciting proxies in connection with its Annual Meeting of 
Stockholders and any adjournment thereof (the Annual Meeting) to be held on June 4, 2015 at 9:00 a.m. Central Time at 4450 
Sojourn Drive, Suite 500, Addison, Texas 75001. The approximate date on which this proxy statement and the enclosed proxy card 
are first being sent to stockholders is April 30, 2015.

If the accompanying proxy card is duly executed and returned, the shares of common stock of the Company represented thereby 
will be voted in accordance with the Board’s recommendations set forth herein and, where the stockholder makes a specification, will 
be voted in accordance with such specification. A proxy may be revoked by the person executing it at any time before it has been 
exercised, but the revocation of the proxy will not be effective until written notice thereof has been given to John P. Killacky, 
Secretary, Affirmative Insurance Holdings, Inc., 4450 Sojourn Drive, Suite 500, Addison, Texas 75001. If a stockholder attends the 
Annual Meeting, the stockholder may revoke the proxy and vote in person.

Shares Outstanding and Voting Rights

As of April 15, 2015, 16,155,357 shares of the Company’s common stock, par value $0.01 per share (the Common Stock), were 
outstanding. The Common Stock constitutes the only class of voting securities of the Company. Only stockholders of record as of the 
close of business on April 15, 2015 (the Record Date) are entitled to receive notice of, and to vote at the Annual Meeting. Holders of 
Common Stock are entitled to one vote for each share so held. Holders of Common Stock of the Company do not have cumulative 
voting rights with respect to the election of directors.

Quorum and Required Vote

Quorum. Unless a quorum is present at the Annual Meeting, no action may be taken at the meeting except the adjournment 
thereof until a later time. The holders of a majority of the issued and outstanding shares of Common Stock on the Record Date, present 
in person or represented by proxy, are necessary to constitute a quorum at the Annual Meeting. Shares that are represented at the 
Annual Meeting but abstain from voting on any or all matters and “broker non-votes” (shares held by brokers or nominees for which 
they have no discretionary power to vote on a particular matter and have received no instructions from the beneficial owners or 
persons entitled to vote) will be counted as shares present and entitled to vote in determining the presence or absence of a quorum.  
The inspector of election appointed for the Annual Meeting will determine the number of shares of our Common Stock present at the 
Annual Meeting, determine the validity of proxies and ballots, determine whether or not a quorum is present, and count all votes and 
ballots.

Required Vote. If a quorum is obtained, directors are elected by a plurality of all of the votes cast, in person or by proxy. This 
means that the nominees will be elected if they receive more affirmative votes than any other nominees. Votes marked “For” Item 1 
will be counted in favor of all nominees, except to the extent the proxy withholds authority to vote for a specified nominee. Votes 
“Withheld” from a nominee also have no effect on the vote since a plurality of the shares cast at the Annual Meeting is required for 
the election of each nominee. Stockholders may not abstain from voting with respect to the election of directors. Votes marked “For” 
Item 2 will be counted in favor of the ratification of the appointment of KPMG LLP as our independent registered public accounting 
firm. Votes marked “For” Item 3 will be counted as a non-binding, advisory vote in favor of a resolution approving the Company's 
executive compensation practices as reported in this proxy statement. Although the stockholder vote regarding Item 3’s “say-on-pay” 
resolution is non-binding on the Board of Directors, our Board of Directors and our Compensation Committee will carefully review 
and consider the voting results when evaluating both our future executive compensation structure and the frequency with which the 
Company will afford its stockholders the opportunity to cast future “say-on-pay” votes.
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A bank, broker or other nominee may not vote a beneficial owner’s shares with respect to the election of our nominees for 
director in the absence of the beneficial owner’s specific instructions as to how to vote with respect to such nominees. Similarly, a 
bank, broker or other nominee may not vote a beneficial owner’s shares on an advisory basis with respect to “say-on-pay” issues in the 
absence of the beneficial owner’s specific instructions as to how to vote with respect to such matters. Accordingly, your specific 
instructions as to how to vote with respect to each director nominee and the “say-on-pay” proposals are necessary, or else your bank, 
broker or other nominee may not cast a vote for or withhold a vote with respect to any director nominee, or cast an advisory vote 
regarding any “say-on-pay” matter. Because the ratification of our independent registered public accounting firm is still considered to 
be a “routine” matter for which specific instructions from beneficial owners will not be required, we do not expect any “broker non-
votes” to arise in the context of such proposal.

QUESTIONS AND ANSWERS ABOUT
THE MEETING AND VOTING

1. What is a proxy and how does the proxy process operate?

A proxy is your legal designation of another person to vote the stock you own. The person(s) that you designate to vote your 
shares are called proxies. Michael J. McClure, Joseph G. Fisher and John P. Killacky of the Company have been designated as proxies 
for the 2015 Annual Meeting of Stockholders. The term “proxy” also refers to the written document or “proxy card” that you sign to 
authorize those persons to vote your shares.

By executing the proxy card, you authorize the above-named individuals to act as your proxies to vote your shares in the manner 
that you specify. The proxy voting mechanism is vitally important to us. In order for us to obtain the necessary stockholder approval 
of proposals, a “quorum” of stockholders (a majority of the issued and outstanding shares of Common Stock as of the Record Date) 
must be represented at the meeting in person or by proxy. Since few stockholders can spend the time or money to attend stockholder 
meetings in person, voting by proxy is necessary to obtain a quorum and complete the stockholder vote. It is important that you attend 
the meeting in person or grant a proxy to vote your shares to assure a quorum is obtained so corporate business can be transacted. If a 
quorum is not obtained, we must postpone the meeting and solicit additional proxies; this is an expensive and time-consuming process 
that is not in the best interest of our Company or its stockholders.

2. What is a proxy statement?

It is a disclosure document in which the Company furnishes you with important information to assist you in deciding whether to 
authorize the proxies to vote on your behalf.

3. What is the purpose of holding this meeting?

We are holding the Annual Meeting to: (i) elect directors, (ii) obtain stockholder ratification for the appointment of KPMG LLP 
as our independent registered public accounting firm, and (iii) seek the approval of our stockholders on an advisory basis concerning 
the compensation of our named executive officers. Our Board has nominated the director nominees. The appointment of KPMG LLP 
as our independent registered public accounting firm has been recommended by our Audit Committee, and our Board has 
recommended ratification of our Audit Committee’s appointment of KPMG LLP by our stockholders. Our Board has further 
recommended an advisory vote in favor of a resolution approving our current executive compensation structure. If any other matters 
requiring a stockholder vote properly come before the meeting, those stockholders present at the meeting and the proxies who have 
been appointed by our stockholders will vote as they think appropriate.

4. What is the difference between a stockholder of record and a stockholder who holds stock in street name?

(a) If your shares are registered in your name with our transfer agent, Computershare, you are a stockholder of record with 
respect to those shares. As a stockholder of record, you have the right to grant your voting proxy directly to us or to a third 
party, or to vote in person at the meeting.

(b) If you are the beneficial owner of shares and your shares are held in “street name,” then they are held in the name of your 
brokerage firm, bank or other nominee. Your broker of record or bank, as the record holder of your shares, is required to 
vote those shares in accordance with your instructions. If you beneficially own shares in street name, these proxy 
materials are being forwarded to you together with a voting instruction card on behalf of your broker, trustee or nominee. 
As the beneficial owner, you have the right to direct your broker, trustee or nominee how to vote and you are also invited 
to attend the Annual Meeting. Your broker, trustee or nominee has enclosed or provided voting instructions for you to use 
in directing the broker, trustee or nominee how to vote your shares. Since a beneficial owner in street name is not the 
stockholder of record, you may not vote these shares in person at the meeting unless you obtain a “legal proxy” from the 
broker, trustee or nominee that holds your shares, giving you the right to vote the shares at the meeting.
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5. What is the record date and what does it mean?

The Record Date for the Annual Meeting is April 15, 2015. The Record Date is established by the Board as required by 
Delaware law. Owners of record of Common Stock at the close of business on the Record Date are entitled to:

(a) receive notice of the meeting, and

(b) vote at the meeting and any adjournments or postponements of the meeting.

6. What different methods can I use to vote?

(a) By Mail by sending in the Written Proxy Card. If your shares are registered directly in your name as the holder of record, 
you may vote your shares by marking, signing, dating and mailing the proxy card in the postage paid envelope that we 
have provided. All stockholders of record can vote by this written proxy card.

(b) By Mail by sending in the Written Proxy Card after you have received the same from your Bank or Broker. If your shares 
are held in street name, only your broker, bank or other nominee can give a proxy with respect to your shares. You should 
receive a proxy card from your bank or broker, which you must return to have your shares voted. If you have not received 
a proxy card from your bank or broker, you may contact it directly to provide it with instructions on how you wish to vote.

(c) In Person. If you are a registered stockholder and attend the Annual Meeting, you may deliver your completed and signed 
proxy card in person. If your shares are held in street name, and you wish to vote in person at the Annual Meeting, you 
will need to obtain a legal proxy form from your broker or bank that holds your shares of record and you must bring that 
document to the Annual Meeting.

(d) Via Internet or Telephone. If your shares are registered directly in your name as the holder of record, you may vote your 
shares via the Internet or telephone by following the instructions set forth on your written proxy card. Any proxy votes 
submitted via the Internet or telephone must be received by our transfer agent by no later than 8:30 p.m. Central Time, on 
June 3, 2015.

7. What is the effect of not voting?

It depends on how the ownership of your shares is registered. If you own shares as a registered holder, rather than through a 
broker, your unvoted shares will not be represented at the meeting and will not count toward the quorum requirement. Assuming a 
quorum is obtained, your unvoted shares will not affect whether a proposal is approved or rejected. If you own shares through a broker 
and do not vote, your broker may represent your shares at the meeting for purposes of obtaining a quorum. As described in the answer 
to the following question, if you do not provide your broker with voting instructions, your broker may or may not vote your shares, 
depending upon the proposal.

8. If I do not vote, will my broker vote for me and how will abstentions and broker non-votes be counted?

If you own your shares through a broker and you do not vote, your broker may vote your shares in its discretion on some 
“routine” matters. However, with respect to other proposals that are not considered to be “routine” matters (such as the election of 
directors and “say-on-pay” executive compensation proposal), your broker may not vote your shares for you. With respect to these 
latter proposals, the aggregate number of unvoted shares is reported as broker non-votes. Broker non-vote shares are counted toward 
the quorum requirement but they do not affect the determination of whether a matter is approved. The proposal relating to the 
ratification of the Company’s independent registered public accounting firm as set forth in this proxy statement is the only “routine” 
matter on which brokers will be permitted to vote unvoted shares.

9. How can I revoke or change my proxy?

You may revoke your proxy and change your vote at any time before the proxy has been exercised at the Annual Meeting. If 
you are a registered holder, your proxy can be revoked in several ways: (i) by timely delivery of a written revocation delivered to the 
corporate secretary; (ii) by submitting another valid proxy bearing a later date; or (iii) by attending the meeting in person and giving 
the inspector of election notice that you intend to vote your shares in person. If your shares are held in street name by a broker, you 
must contact your broker in order to revoke your proxy, but generally, you may change your vote by submitting new voting 
instructions to your broker, trustee or nominee, or, if you have obtained a legal proxy from your broker or nominee giving you the 
right to vote your shares, by attending the meeting and voting in person.
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10. Who counts the votes?

The Company has retained a representative of Computershare to serve as an independent tabulator to receive and tabulate the 
proxies and as an independent inspector of election to certify the results.

11. Will you use a soliciting firm to receive votes?

We use our transfer agent, their agents, and brokers to distribute all the proxy materials to our stockholders. We will pay them a 
fee and reimburse any expenses they incur in making the distribution. Our directors, officers and employees may solicit proxies in 
person, by mail, telephone, facsimile transmission or electronically. No additional compensation will be paid to such directors, officers 
and employees for soliciting proxies.

12. What are my voting choices when voting for director nominees, and what vote is needed to elect directors?

With regard to the election of directors, you may cast your vote in favor of or withhold your vote for each nominee. Votes that 
are withheld will be excluded entirely from the vote and will have no effect. In accordance with the Company’s bylaws and Delaware 
law, the nominees who receive a plurality of the votes cast by stockholders present or represented by proxy at the Annual Meeting, up 
to the number of directors to be elected, will be elected as directors of the Company.

The Board recommends a vote “FOR” each of the nominees.

13. What happens if there are not enough votes to ratify the appointment of our independent registered public accounting 
firm?

In the event stockholders do not ratify the appointment of KPMG LLP, the appointment will be reconsidered by our Audit 
Committee. Even if the selection is ratified, our Audit Committee may, in its discretion, select a different registered public accounting 
firm at any time during the year if it determines that such a change would be in the best interests of Affirmative and our stockholders.

The Board recommends a vote “FOR” ratification of the Audit Committee’s appointment of KPMG LLP as the Company’s 
independent registered public accounting firm for 2015.

14. What does it mean when it says that I am being asked to consider and approve the compensation of the Company’s 
named executive officers on an advisory basis?

An affirmative vote of the holders of a majority of the voting power of our common stock present in person or represented by 
proxy and entitled to vote on the matter is necessary to approve on an advisory basis the compensation we pay to our named executive 
officers, although such vote will not be binding on us.

The Board recommends an advisory vote “FOR” the approval of the Company’s “say-on-pay” resolution.

15. How can I obtain copies of Affirmative’s proxy statement, 2014 Annual Report and other available information about 
the Company?

Stockholders may receive a copy of Affirmative’s 2014 Annual Report on Form 10-K at no charge by sending a written request 
to John P. Killacky, Secretary of the Company, at 4450 Sojourn Drive, Suite 500, Addison, Texas 75001.

Our proxy statement and 2014 Annual Report on Form 10-K are available at 
www.affirmative.com/2015ProxyMaterials/default.htm. In addition, you can also visit our website at www.affirmative.com for free 
access to our United States Securities and Exchange Commission (SEC) filings, including this proxy statement, our annual reports on 
Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all amendments to these reports as soon as reasonably 
practicable after the reports are electronically filed with or furnished to the SEC. Affirmative’s corporate governance documents can 
also be accessed free of charge at Affirmative’s website, www.affirmative.com.

16. What is the deadline to propose actions for consideration at next year’s annual meeting of stockholders?

Stockholder proposals requested to be included in our proxy statement for our 2016 Annual Meeting or otherwise must be in 
writing and received by us by December 18, 2015, provided that proposals are submitted by eligible stockholders who have complied 
with the relevant regulations of the SEC regarding stockholder proposals and our bylaws. A copy of our bylaws is available from the 
Secretary of the Company upon written request. Proposals should be directed to the Secretary of the Company at the address listed 
above.
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ITEM 1 ─ ELECTION OF DIRECTORS

Our Amended and Restated Certificate of Incorporation provides that our Board consists of one class of directors. All current 
directors’ terms expire at the 2015 Annual Meeting of Stockholders. Our Board has nominated the individuals set forth below to 
become members of our Board for 2015-2016.

Proxies solicited by the Board will be voted for the election of these nominees. All directors elected at the Annual Meeting will 
be elected to hold office until the next annual meeting and until their respective successors are duly elected and qualified. Information 
on each of our nominees is given below.

We have no reason to believe that any of the director nominees will be unable or unwilling for good cause to serve if elected. 
However, if any director nominee becomes unavailable or unwilling for good cause to serve before the election, your proxy card 
authorizes us to vote for a replacement nominee if the Board names one.

Unless marked to the contrary, proxies received will be voted FOR the election of each of the director nominees.

RECOMMENDATION OF THE BOARD OF DIRECTORS:

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE 
FOR EACH OF THE FOLLOWING NOMINEES.

Nominee    Business Experience 

Thomas C. Davis
Age 66

Mr. Davis became a director immediately prior to the Company’s initial public offering in July 2004 and was 
elected Chairman of the Board of Directors on June 5, 2013. Mr. Davis is Chairman of the Company’s 
Compensation Committee and serves as a member of the Audit, Executive and Investment Committees. Mr. 
Davis has served as Chief Executive Officer of The Concorde Group, a private investment firm, since January 
2001. Mr. Davis was previously the Managing Partner and head of the investment banking and corporate finance 
activities of Credit Suisse First Boston, formerly Donaldson, Lufkin & Jenrette, in the southwest United States 
from March 1984 to February 2001. Mr. Davis previously served on the boards of Westwood Holdings Group, 
Inc. (2004-2013) and Biohorizons, Inc. (2011-2013). Mr. Davis is Chairman of the Board of Dean Foods 
Company (2001-present), where he is also a member of the audit and compensation committees. Mr. Davis also 
serves on the board of Whitehorse Finance, Inc. (2013-present), where he is a member of the audit committee, 
and the board of Alphatec Spine, Inc. (2014-present), where he is a member of the compensation committee.

Nimrod T. Frazer
Age 85

Mr. Frazer has been a director since November 2005. Mr. Frazer is a member of the Company’s Investment, 
Nominating and Corporate Governance, and Compensation Committees. Since April 2007, Mr. Frazer has been 
self-employed as a private investor and as owner of The Jobs Company, a real estate and securities investment 
firm. From 1990 to April 2007, Mr. Frazer served as Chairman and Chief Executive Officer of The Enstar 
Group, Inc. From 1976 to 1990, Mr. Frazer was Chairman and co-founder of the Frazer Lanier Company, a 
regional investment banking firm. Mr. Frazer is a director of Equita, S.I.M., S.p.A (2008-present) and Flowers 
National Bank (2009-present).

Mory Katz
Age 56

Mr. Katz has been a director since June 2010. Mr. Katz serves as Chairman of the Company’s Nominating and 
Corporate Governance Committee. Since October 2014, Mr. Katz has been the Managing Director of Pro Global 
PLC’s U.S. business and CEO of its U.S. subsidiary, Pro IS, Inc. From April 2013 to October 2014, Mr. Katz 
was the Vice President and General Manager, Insurance and Health Care, at Equifax, Inc. From July 2012 
through April 2013, Mr. Katz served as the Vice President, Commercial Property, of Verisk Insurance Solutions, 
a provider of information solutions to property and casualty insurers. From April 1998 through May 2009, Mr. 
Katz was the Chairman and Chief Executive Officer of Direct Response Corporation, a direct-to-consumer auto 
insurer. Mr. Katz has also served as Vice President of the Insurance Division at Trans Union, and as a national 
account executive with Equifax, Inc. 

Michael J. McClure
Age 54

Mr. McClure has been a director since September 2013, and became our Chief Executive Officer on October 1, 
2013. Prior to that, he served as Acting Chief Executive Officer beginning in April 2013. Mr. McClure is 
Chairman of the Executive Committee. From December 2008 through March 2013, Mr. McClure served as our 
Chief Financial Officer, and from May 2007 until December 2008, served as Senior Vice President of Financial 
Planning and Analysis. Prior to joining the Company, Mr. McClure was Interim Chief Accounting Officer and a 
Managing Director of Residential Capital Corporation from 2004 to 2007, and from 1998 through 2003, Mr. 
McClure served in a variety of roles with Kemper Insurance, primarily as Vice President of Finance. Until 2011, 
Mr. McClure also served on the board and Audit Committee of Corus Bankshares, Inc.
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Nominee    Business Experience 

Eric Rahe
Age 46

Mr. Rahe was appointed a director in April 2014. Mr. Rahe serves as a member of the Compensation, Executive 
and Investment Committees. In April 2014, Mr. Rahe became a Managing Director of J.C. Flowers & Co. LLC. 
From 2008 until 2014, he was a Managing Director at Clayton, Dubilier & Rice, where he established and led 
the firm’s financial services practice. Previously, Mr. Rahe was a senior investment professional at the hedge 
fund SAB Capital, and before that he was a Partner at Capital Z Partners, a financial services focused private 
equity firm. Mr. Rahe has served on the boards of Permanent General, a non-standard auto insurance company, 
and Instant Insurance Holdings, Inc., a predecessor to the Company. 

David I. Schamis
Age 41

Mr. Schamis has been a director since September 2006. Mr. Schamis is Chairman of the Investment Committee, 
and he serves as a member of the Audit, and Nominating and Corporate Governance Committees. Mr. Schamis 
is a Founding Partner of Atlas Merchant Capital, LLC, a position he has held since January 2014. Prior to that, 
Mr. Schamis was a Managing Director of J.C. Flowers & Co. LLC from 2004 to 2014. Mr. Schamis has also 
been a director of Crump Insurance Services (2005-2013), MF Global (2008-2012), Symetra Financial Corp. 
(2004-2010), First Symetra National Life Insurance Company of New York (2004-2010), and Fox-Pitt Kelton 
(2005-2009).

Robert T. 
Williams, Jr.
Age 58

Mr. Williams became a director in September 2011. Mr. Williams serves as a member of the Audit Committee. 
Mr. Williams' professional background includes over twenty-six years of experience at Progressive Corporation, 
most recently as Progressive's Agency Group President. In addition, Mr. Williams held several other leadership 
roles at Progressive, including Chief Product and Pricing Officer, Head of Special Lines and various Regional 
Division President and General Manager positions. 

Paul J. Zucconi
Age 74

Mr. Zucconi became a director immediately prior to the Company’s initial public offering in July 2004. Mr. 
Zucconi is Chairman of the Audit Committee, and he is a member of the Executive Committee. Mr. Zucconi was 
an Audit Partner at KPMG LLP from July 1976 to January 2001. Since that time, Mr. Zucconi has been retired, 
but has performed work for various companies as an independent business consultant. Mr. Zucconi has been a 
director and audit committee member of American Beacon (2008-2013), Titanium Metals Corp. (2002-2012), 
and Charter Bank (2010-2012). Mr. Zucconi presently serves on the board and audit committee of Torchmark 
Corporation (2002-present). 
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CORPORATE GOVERNANCE

General

We are governed by our directors who, in turn, appoint executive officers to manage our business operations. The Board 
oversees our executive management on your behalf. The Board reviews our long-term strategic plans and exercises oversight over all 
major decisions, such as acquisitions, the declaration of dividends, major capital expenditures and the establishment of certain 
significant Company policies. The maximum size of our Board is set at nine, and we currently have eight directors.

The Board maintains an Audit Committee, a Compensation Committee, a Nominating and Corporate Governance Committee, 
an Executive Committee and an Investment Committee, each of which is further described below. The Board has determined, in its 
business judgment, that (i) each of Messrs. Davis, Frazer, Katz, Schamis, Williams and Zucconi is independent within the meaning of 
rules promulgated by the SEC and the Company’s Corporate Governance Guidelines, as currently in effect, (ii) each of Messrs. Davis, 
Schamis, Williams and Zucconi, the current members of the Audit Committee, meets all other applicable audit committee member 
requirements of the SEC, and (iii) Mr. Zucconi, Chairman of our Audit Committee, is an “audit committee financial expert” as such 
term is defined in Item 407(d)(5) of Regulation S-K promulgated by the SEC. Each of our Board Committees has a chairman who 
oversees the functions of the particular Committee.

Board Leadership Structure and Role in Oversight of Risk

The Board does not have a policy addressing the issue of whether the same person should serve as both the Chief Executive 
Officer and Chairman of the Board, or if the roles should be separate. Our Board believes that it should have the flexibility to make 
these determinations at any given point based upon what it considers to be the appropriate leadership structure for the Company at the 
time. For several years, we had a single person serve as both Chief Executive Officer and Chairman of the Board, and at the time, our 
Board found it to be an efficient and effective leadership model for the Company.

On June 5, 2013, our Board decided to separate the roles of Chief Executive Officer and Chairman of the Board, electing 
Thomas C. Davis to be the Company’s Chairman. Our Chief Executive Officer, Michael J. McClure, is responsible for overseeing the 
day-to-day operations of the Company and implementing the Company’s corporate strategies. Mr. McClure works closely with Mr. 
Davis to liaison with our other Board members and set the agendas for our Board meetings. The remainder of our Board is composed 
of directors that, both individually and collectively, are knowledgeable and experienced in all aspects of the Company’s business, and 
the Board is satisfied that the current structure provides strong oversight of the Company’s affairs. Accordingly, all of the members of 
our Board take into consideration the periodic input of the Company’s senior management (including the Company’s Chief Executive 
Officer) in assessing the Company’s risk practices. In this way, the members of our Board oversee the Company's risk management 
based upon the input of members of the Company's senior management, who are responsible for the administration of the Company’s 
established risk management practices. Our Board believes that this process is the most effective approach for addressing the 
particular risks facing the Company and that our Board’s leadership structure supports this approach.

Corporate Governance Policies and Charters

Current copies of the following materials related to the Company’s corporate governance policies are available publicly on the 
Company’s website at www.affirmative.com:

 Corporate Governance Guidelines

 Audit Committee Charter

 Compensation Committee Charter

 Nominating and Corporate Governance Committee Charter

 Investment Committee Charter

 Executive Committee Charter

You may also obtain copies of the charters by written request to the Company’s Secretary.

A copy of Affirmative’s Code of Business Conduct and Ethics, which applies to directors, executive officers and employees, 
will be sent without charge upon written request to the Company’s Secretary and also may be viewed on our website at 
www.affirmative.com. We will post on our website any amendments to the Code of Business Conduct and Ethics or waiver thereof for 
directors and executive officers.
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In addition, our current proxy materials, including a copy of this proxy statement and our form of proxy card, may be viewed on 
our website at www.affirmative.com/2015ProxyMaterials/default.htm.

Certain of our corporate governance policies continue to refer to and generally apply listing rules of the NASDAQ Stock Market 
LLC (NASDAQ). On June 15, 2012, NASDAQ filed a Form 25 with the Securities and Exchange Commission formally delisting our 
common stock from the NASDAQ Global Select Market. Since then, our common stock has continued trading on the over-the-counter 
markets. References to NASDAQ and the NASDAQ listing rules in this proxy statement or our corporate governance policies do not 
imply any connection to any NASDAQ market or any prospect that our common stock will commence trading on any NASDAQ 
market in the future.

Meetings

During 2014, the Board met on six occasions. During 2014, each incumbent director attended at least 75 percent of the 
aggregate of the total meetings of the Board and all committees of the Board on which such director served.

Our policy regarding director attendance at annual meetings of stockholders and the number of directors who attended the 2014 
annual meeting are available under the Corporate Governance section on the our website at www.affirmative.com.

Executive Sessions

Our independent directors meet in executive session at least twice per year. The independent directors met on three occasions 
during 2014. Any independent director can request that an additional executive session be scheduled. If our Chairman is not present in 
such executive session or meeting, one of the other independent directors is selected by the others to be the presiding director at that 
meeting.

Stockholder Communications

Stockholders wishing to write to the Board or a specified director or committee of the Board should send correspondence to 
John P. Killacky, Secretary, 4450 Sojourn Drive, Suite 500, Addison, Texas 75001. The Secretary of the Company will review 
stockholder communications to determine if the concern may be best addressed by an internal department of the Company, the full 
Board, the Chairman of the Board, a particular committee of the Board, a Chairman of a particular committee of the Board or a 
particular member of the Board. The process of collecting and organizing stockholder communications has been approved by a 
majority of the independent directors.

Audit Committee

General

In 2014, our Audit Committee was initially composed of Paul J. Zucconi (Chairman), Thomas C. Davis and Robert T. Williams, 
Jr. On May 29, 2014, our Board appointed David I. Schamis to the Audit Committee, and Mr. Schamis served in that capacity for the 
remainder of 2014. The Audit Committee held eight in-person meetings during 2014. Each of the Audit Committee members meets 
the financial literacy and independence requirements in accordance with the rules and regulations of the SEC and NASDAQ rules. 
Paul J. Zucconi, a licensed CPA and former auditor of multiple public companies, has been designated as the “audit committee 
financial expert” as such term is defined in Item 407(d)(5) of Regulation S-K promulgated by the SEC. Our Audit Committee reviews 
and assesses the adequacy of the Audit Committee Charter annually. The Audit Committee Charter is available on our website at 
www.affirmative.com.

The Audit Committee oversees and reviews our accounting, financial reporting and control processes, and the audits of our 
financial statements, including: (i) the preparation, presentation and integrity of our financial statements and the financial statements 
of our insurance company subsidiaries, (ii) our compliance with legal and regulatory requirements, (iii) our independent registered 
public accounting firm’s qualifications and independence, (iv) the performance of our internal audit function and independent 
registered public accounting firm, and (v) the Company’s enterprise risk management program. Our Audit Committee:

 has sole responsibility to retain and terminate our independent registered public accounting firm, and to oversee the 
work that is performed by said firm;

 pre-approves all audit and non-audit services performed by our independent registered public accounting firm and 
the fees and terms of each engagement;

 appoints and oversees our internal auditor, and reviews the scope and results of each annual internal audit; and

 reviews our audited financial statements and related public disclosures.
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The Audit Committee also evaluates information received from our outside independent registered public accounting firm and 
our management to determine whether said firm is independent of management. Our outside independent registered public accounting 
firm reports directly to the Audit Committee. KPMG LLP (KPMG) was the outside, independent registered public accounting firm 
retained by the Audit Committee for the 2014 fiscal year. We expect that representatives of KPMG will attend the 2015 Annual 
Meeting via teleconference and will be available to answer any shareholder questions at that meeting.

In addition, the Audit Committee has established procedures for the receipt, retention and treatment of complaints received by 
Affirmative concerning accounting, internal control over financial reporting or auditing matters and has established procedures for the 
confidential and anonymous submission by employees of any concerns they may have regarding such issues. During 2014, the Audit 
Committee held discussions with both KPMG and management regarding Affirmative’s actions to evaluate and report on our internal 
control over financial reporting and disclosure controls for fiscal year 2014, as well as our current disclosure controls and procedures.

Pursuant to our Audit Committee Charter, our Audit Committee also has primary responsibility for reviewing and approving any 
related party transaction, as such transactions are defined by Item 404(a) of Regulation S-K. The Company did not enter into any 
related party transactions in 2014.

Approval of Audit and Non-Audit Services

The Audit Committee, or its Chairman, approves all audit and permissible non-audit services (including the fees and terms of 
the services) performed for the Company by its independent registered public accountants prior to the time that those services are 
commenced. The Chairman reports to the full Audit Committee at each of its meetings, and the Audit Committee approves what the 
Chairman has authorized in the interim between meetings. For these purposes, the Audit Committee or its Chairman is provided with 
information as to the nature, extent and purpose of each proposed service, as well as the approximate timeframe and proposed cost 
arrangements for that service. The Audit Committee pre-approved all fees for 2014 noted in the table under “Independent Registered 
Public Accounting Firm Fees.”

Report of the Audit Committee

The Audit Committee has submitted the following report to stockholders:

The Audit Committee met and held discussions with the Company’s management, accounting officer, internal auditors and 
KPMG, the Company’s independent registered public accountants, to review the results of the 2014 audit, including the audited 
financial statements. Management represented to the Audit Committee that the Company’s consolidated financial statements were 
prepared in accordance with accounting principles generally accepted in the United States of America, and the Audit Committee 
reviewed and discussed the consolidated financial statements with management and KPMG. The Audit Committee also discussed with 
management, the internal auditors and KPMG the quality and adequacy of the Company’s internal control over financial reporting and 
disclosure controls and procedures and internal audit organization, responsibilities, budget, staffing and identification of audit risks. 
The Audit Committee discussed with KPMG the matters required to be discussed by Standard No. 16, Communications with Audit 
Committees, Public Company Accounting Oversight Board.

KPMG also provided to the Audit Committee the written disclosures required by applicable requirements of the Public 
Company Accounting Oversight Board regarding KPMG’s communications with the Audit Committee concerning independence, and 
the Audit Committee discussed with KPMG that firm’s independence. The Audit Committee also considered whether the level and 
provision of certain other non-audit services by KPMG is compatible with their independence. Based on its review of these matters, 
the Audit Committee determined that KPMG was independent of the Company.

Based upon the Audit Committee’s discussions with management and KPMG, and the Audit Committee’s review of the 
representation of management and the report of the independent accountants to the Audit Committee, the Audit Committee 
recommended that the Board of Directors include the audited consolidated financial statements in the Company’s Annual Report on 
Form 10-K for the year ended December 31, 2014 filed with the Securities and Exchange Commission.

Respectfully submitted,

Paul J. Zucconi (Chairman)
Thomas C. Davis
David I. Schamis
Robert T. Williams, Jr.
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Independent Registered Public Accounting Firm Fees

The following table sets forth the aggregate fees billed, or estimated to be billed, to us by KPMG for professional and other 
services rendered by them during fiscal years ended 2014 and 2013, respectively:

Fees   2014    2013  
Audit  $ 947,200  $ 1,047,500 
Audit-related   2,800 (1)  2,500 (2) 

Tax   —   — 
Other   —  11,010 (3) 

Total  $ 950,000  $ 1,061,010 

(1) Consists of $2,800 in fees for agreed-upon procedures performed to satisfy contractual requirements under a Cooperative 
Endeavor Agreement pursuant to which we received certain incentives in connection with the relocation of certain business 
operations to Baton Rouge, Louisiana (Baton Rouge CEA).

(2) Consists of $2,500 in fees for agreed-upon procedures performed to satisfy contractual requirements under a Cooperative 
Endeavor Agreement pursuant to which we received certain incentives in connection with the relocation of certain business 
operations to Baton Rouge, Louisiana (Baton Rouge CEA).

(3) Consists of (a) $9,810 in fees for assistance with financial examinations conducted by the Illinois and California Departments of 
Insurance Review and (b) $1,200 in fees for assistance with a financial examination conducted by the Louisiana Department of 
Insurance.

Nominating and Corporate Governance Committee

Our Nominating and Corporate Governance Committee currently consists of Mory Katz (Chairman), Nimrod T. Frazer and 
David I. Schamis. Messrs. Katz, Frazer and Schamis are independent directors.

Our Board has established a Nominating and Corporate Governance Committee Charter that is available on our website at 
www.affirmative.com.

The principal functions of our Nominating and Corporate Governance Committee are to:

 identify, consider and recommend to the Board qualified director nominees for election at our annual meeting;

 review and make recommendations on matters involving the general operation of the Board and its committees, and 
recommend to the Board nominees for each committee of the Board;

 review and recommend to the Board the adoption and appropriate revision of our corporate governance practices; 
and

 make an annual report to the Board on the CEO succession plan.

Directors, members of management, stockholders or industry or professional organizations may suggest nominees. In 
identifying and considering candidates for nomination to the Board, our Nominating and Corporate Governance Committee considers, 
in addition to the requirements set out in the Nominating and Corporate Governance Committee Charter, quality of experience, the 
needs of Affirmative and the range of talent and experience represented on our Board. Our Nominating and Corporate Governance 
Committee also evaluates the ability of a nominee director to devote the time and effort necessary to fulfill his or her responsibilities. 
Our Nominating and Corporate Governance Committee does not have any policy with regard to the consideration of diversity in 
identifying director nominees.
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Stockholders desiring to submit recommendations for nomination by our Nominating and Corporate Governance Committee 
should direct them to the Nominating and Corporate Governance Committee, care of the Secretary of the Company, at Affirmative’s 
address shown on the cover page of this proxy statement. Such stockholder’s notice must be submitted within the time frame required 
for all stockholder proposals set forth elsewhere in this proxy statement and must include, among other things: (i) the name, age, 
business address and residence address of such stockholder, (ii) the principal occupation or employment of such stockholder, (iii) the 
class and number of shares of Affirmative that are beneficially owned by such stockholder, (iv) a description of all arrangements or 
understandings between the stockholder and each nominee and any other person or persons (naming such person or persons) pursuant 
to which the nominations are to be made by the stockholder, and (v) any other information relating to such person that is required to 
be disclosed in solicitations of proxies for elections of directors, or is otherwise required, in each case pursuant to Regulation 14A 
under the Exchange Act, including without limitation such person’s written consent to being named in the proxy statement, if any, as a 
nominee and to serving as a director if elected. Our Nominating and Corporate Governance Committee’s policy is to consider director 
nominations properly submitted by eligible stockholders. Our Nominating and Corporate Governance Committee does not evaluate a 
potential nominee differently based on whether he or she is recommended by a stockholder. After completing its evaluation, our 
Nominating and Corporate Governance Committee makes a recommendation to our full Board as to the person who should be 
nominated by the Board, and the Board determines the nominees after considering the recommendation and report of the Nominating 
and Corporate Governance Committee.

Our Nominating and Corporate Governance Committee met prior to the preparation of this proxy statement to review and 
recommend a slate of directors to be proposed by our Board for inclusion in this proxy statement.

Executive Committee

Our Board has established an Executive Committee currently composed of Michael J. McClure (Chairman), Thomas C. Davis 
and Eric Rahe. Mr. Davis is an independent director. A charter has been adopted for this committee that grants the committee the 
authority to act on behalf of the Board on all corporate actions for which applicable law does not require participation by the full 
Board. In practice, the committee is expected to act in place of the full Board generally when important issues arise or assembling the 
full Board would be difficult or impracticable, and actions taken by the Executive Committee are reported at the next Board meeting. 
The members of the Executive Committee did not hold any formal meetings in 2014. However, a majority of the Committee reviewed 
and approved certain contractual obligations entered into by the Company and certain of its subsidiaries on three occasions. Our 
Executive Committee Charter is available on our website at www.affirmative.com.

Investment Committee

The Board has established an Investment Committee currently composed of David I. Schamis (Chairman), Thomas C. Davis, 
Nimrod T. Frazer and Eric Rahe. Messrs. Schamis, Davis and Frazer are independent directors. The committee has adopted a charter 
that grants it the authority to act on behalf of the Board on all investment matters for which applicable law does not require 
participation by the full Board, and in practice the committee is expected to act in place of our full Board generally on all matters 
regarding the investment portfolio of Affirmative and each of its subsidiaries. The Investment Committee met on two occasions in 
2014. Our Investment Committee Charter is available on our website at www.affirmative.com.

Compensation Committee

Our Compensation Committee is composed of Thomas C. Davis (Chairman), Nimrod T. Frazer and Eric Rahe. Messrs. Davis 
and Frazer are independent directors. The principal responsibilities of our Compensation Committee are to:

 evaluate the performance and approve the compensation of our executive officers and such other key executives or 
other officers as identified by the committee; and

 oversee our compensation and benefit plans, including the review, approval and administration of incentive 
compensation plans and equity-based plans.

Our Compensation Committee reviews and approves corporate goals and objectives relevant to our CEO’s compensation, 
evaluates the CEO’s performance in light of those goals and objectives, and establishes the CEO’s compensation levels based on its 
evaluation. The Compensation Committee met on two occasions during 2014 and took action by consent on two other occasions.

Our Board has established a Compensation Committee Charter that is available on our website at www.affirmative.com.



12

EXECUTIVE COMPENSATION

Summary Compensation Table

The following table sets forth information for the fiscal year ended December 31, 2014 with respect to compensation earned by 
our principal executive officer, our principal financial officer, our next highest paid executive officer as of the end of the last two 
fiscal years:

Name and Principal Position  Year   
Salary

($)  
Bonus

($)  

Stock
 Awards(7)

($)   

Option
 Awards(7)

($)  

Nonequity 
Incentive Plan 
Compensation

($)  

All Other 
Compensation

($)  
Total

($)  
Michael J. McClure   2014  $ 650,000    $ 201,875  $ 22,862    $ 10,400 (1) $ 885,137 

Chief Executive Officer   2013   572,173  550,000 (2)      30,300       1,152,473 
Joseph G. Fisher   2014   450,000     118,703   22,528    10,400 (1)  601,631 

President and Chief 
Operations Officer   2013    426,789   275,000 (3)      29,551      

 

 731,340 
Earl R. Fonville   2014   300,000     60,563   2,106    13,313 (4)  375,982 

Executive Vice President and 
Chief Financial Officer   2013    264,423   150,000 (5)      2,106     2,557 (6)  419,086 

(1) Includes 401(k) Plan matching in the amount of $10,400.
(2) Consists of $550,000 in bonus compensation earned by Mr. McClure in connection with his performance in 2013, which was 

approved by our Compensation Committee on February 12, 2014, and paid on July 11, 2014.
(3) Consists of $275,000 in bonus compensation earned by Mr. Fisher in connection with his performance in 2013, which was 

approved by our Compensation Committee on February 12, 2014, and paid on July 11, 2014.
(4) Includes 401(k) Plan matching in the amount of $6,270, and $7,043 in cash compensation paid to Mr. Fonville due to the 

vesting in 2014 of certain Stock Appreciation Rights previously granted to Mr. Fonville.
(5) Consists of $150,000 in bonus compensation earned by Mr. Fonville in connection with his performance in 2013, which was 

approved by our Compensation Committee on February 12, 2014, and paid on July 11, 2014.
(6) Consists of $2,557 in cash compensation paid to Mr. Fonville due to the vesting in 2013 of certain Stock Appreciation Rights 

previously granted to Mr. Fonville.
(7) The dollar amounts in these two columns reflect the dollar amount recognized in 2014 and 2013 for financial reporting purposes 

in accordance with FASB ASC Topic 718, except that, with respect to option awards, we excluded the effect of estimated 
forfeitures related to service-based conditions pursuant to SEC rules. See Note 17 to the Company’s financial statements 
included with the Company’s annual report on Form 10-K for the fiscal year ended December 31, 2014 for a discussion of the 
Company’s valuation methodology and assumptions.

Employment Agreements of Our Named Executive Officers

The compensation of our executive officers, including our named executive officers, is set by our Compensation Committee. 
Mr. McClure participates in discussions with the Compensation Committee with respect to the compensation of each of our other 
named executive officers but does not participate in portions of the meetings of the Compensation Committee at which his own 
compensation is discussed. Our Compensation Committee seeks and receives input and recommendations from Mr. McClure on all 
compensation decisions relating to all of his direct reports, including the other named executive officers discussed in this proxy 
statement.

Each of our named executive officers is a party to a written executive employment agreement with the Company. On December 
31, 2013, we entered into: (i) a Second Amended and Restated Executive Employment Agreement with Michael J. McClure, our Chief 
Executive Officer (McClure Agreement), (ii) a Third Amended and Restated Executive Employment Agreement with Joseph G. 
Fisher, our President and Chief Operating Officer (Fisher Agreement), and (iii) an Executive Employment Agreement with Earl R. 
Fonville, our Chief Financial Officer (Fonville Agreement). The McClure Agreement, Fisher Agreement and Fonville Agreement are 
collectively referred to herein as the “Employment Agreements.”

McClure Agreement. The McClure Agreement is effective as of December 1, 2013 and provides for, among other things: (i) an 
annual base salary of $650,000, (ii) eligibility to participate in the Company’s bonus plan(s) with eligibility for an annual cash bonus 
target of 100% of Mr. McClure’s base salary, (iii) eligibility to participate in the Company’s 2004 Amended and Restated Stock 
Incentive Plan (as the same may be amended from time to time), and (iv) all benefits as are generally provided by the Company to all 
of its executive officers, including but not limited to participation in any group life, health, dental, vision, disability or accident 
insurance programs, 401(k) plans, or supplemental retirement, deferred compensation or vacation plans. The McClure Agreement has 
a term through November 30, 2016, and shall automatically terminate unless the Company provides written notice of its intention to 
renew or extend the McClure Agreement at least six (6) months before the last day of the term.
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Fisher Agreement. The Fisher Agreement is effective as of November 1, 2013 and provides for, among other things: (i) an annual 
base salary of $450,000, (ii) eligibility to participate in the Company’s bonus plan(s) with eligibility for an annual cash bonus target of 
85% of Mr. Fisher’s base salary, (iii) eligibility to participate in the Company’s 2004 Amended and Restated Stock Incentive Plan (as 
the same may be amended from time to time), and (iv) all benefits as are generally provided by the Company to all of its executive 
officers, including but not limited to participation in any group life, health, dental, vision, disability or accident insurance programs, 
401(k) plans, or supplemental retirement, deferred compensation or vacation plans. The Fisher Agreement has a term through 
November 30, 2016, and shall automatically terminate unless the Company provides written notice of its intention to renew or extend 
the Fisher Agreement at least six (6) months before the last day of the term.

Fonville Agreement. The Fonville Agreement is effective as of December 1, 2013 and provides for, among other things: (i) an annual 
base salary of $300,000, (ii) eligibility to participate in the Company’s bonus plan(s) with eligibility for an annual cash bonus target of 
65% of Mr. Fonville’s base salary, (iii) eligibility to participate in the Company’s 2004 Amended and Restated Stock Incentive Plan 
(as the same may be amended from time to time), and (iv) all benefits as are generally provided by the Company to all of its executive 
officers, including but not limited to participation in any group life, health, dental, vision, disability or accident insurance programs, 
401(k) plans, or supplemental retirement, deferred compensation or vacation plans. The Fonville Agreement has a term through 
November 30, 2016, and shall automatically terminate unless the Company provides written notice of its intention to renew or extend 
the Fonville Agreement at least six (6) months before the last day of the term.

Employment Agreements of Each of Our Named Executive Officers, Generally. Base salary levels in our named executive officers' 
Employment Agreements shall be reviewed at least annually by our Compensation Committee for consideration of discretionary merit 
increases and, once established, a named executive officer’s base salary shall not decrease during the term of the executive’s 
Employment Agreement without the consent of the named executive officer. Further, each of the Employment Agreements of our 
named executive officers also provides that during the respective terms of each of Messrs. McClure, Fisher and Fonville’s 
employment with the Company and for a period of one year thereafter, they shall not, either directly or indirectly: (i) engage in duties 
or provide services to a competitor of the Company, in any capacity, which are substantially similar to those the executive provided to 
the Company under their Employment Agreements, in the states in which the Company is conducting business or has expended 
resources in preparation to do business (except that each Employment Agreement provides that the foregoing restriction is not 
applicable if the term of the Employment Agreement expires by reason of the Company's election not to renew or extend the same), 
(ii) divert away or attempt to divert away any business from the Company to another company, business, or individual, (iii) solicit, 
entice, persuade or induce any employee, agent or representative of the Company to terminate such person's relationship with the 
Company or to become employed by any business or person other than the Company, or (iv) (with certain limited exceptions) own, 
manage, operate, control, invest or acquire an interest in any competitor of the Company or business or entity that owns or operates a 
competitor of the Company. Messrs. McClure, Fisher and Fonville are also prohibited, during the respective terms of their 
employment with the Company and following the termination or expiration of their respective Employment Agreements for any 
reason, from disparaging, directly or indirectly, the Company or any of its subsidiaries. Further, the Company is prohibited, during the 
term of each such named executive officer’s employment with the Company and following the termination or expiration of each 
Employment Agreement for any reason, from disparaging, directly or indirectly, the named executive officer.

The Employment Agreements of our named executive officers also provide that in the event that the Company and the 
individual named executive officer do not agree to a renewal or extension of the named executive officer’s Employment Agreement, 
then as of the last day of the term of such Employment Agreement: (i) unless otherwise set forth in any award documents, the named 
executive officer's unvested stock options and restricted stock awards (if any) will immediately vest, and (ii) the named executive 
officer shall be entitled to an amount equal to the previous year's bonus paid to him prorated on a daily basis for the number of days 
employed in the year of expiration of the term through the date of expiration of the term, to be paid in full within thirty (30) days of 
the expiration of the term (the Pro Rata Non-Renewal Bonus).

The current Employment Agreements of each of our named executive officers also obligate us to pay these executives severance 
in connection with certain terminations. See “Payments to Our Named Executive Officers in the Event of Termination or Change in 
Control” below for additional details.

Changes in Senior Management in 2014 and Through the Record Date

There were no changes in senior management in 2014 and through the Record Date.
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Outstanding Equity Awards At Fiscal Year-End

The following table shows the number of shares covered by exercisable and unexercisable stock options and unvested restricted 
stock awards held by our named executive officers as of December 31, 2014.

  OPTION AWARDS  STOCK AWARDS

Name  

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable   

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable   

Equity
Incentive

Plan Awards:
Number of
Securities

Underlying
Unexercised
Unearned

Options (#)  

Option
Exercise
Price ($)   

Option
Expiration

Date  

Number
of Shares
or Units
of Stock

That
Have Not

Vested
(#)(5)   

Market
Value of
Shares or
Units of
Stock
That

Have Not
Vested

($)   

Equity
Incentive

Plan
Awards:
Number

of
Unearned

Shares,
Units or
Other
Rights

That Have
Not

Vested (#)  

Equity
Incentive

Plan
Awards:
Market 

or
Payout

Value of
Unearned

Shares,
Units or
Other
Rights 
That

Have Not
Vested 

($)
Michael J.   73,332 36,668 0.69 2/24/2022 (1)      
McClure   90,000 0 1.76 8/10/2021 (2)      
   37,500 0 15.66 5/14/2017 (3)      
   25,000 0 20.66 5/14/2017 (3)      
   25,000 0 25.66 5/14/2017 (3)      
   37,500 0 10.67 12/3/2017 (3)      
   25,000 0 15.67 12/3/2017 (3)      
   25,000 0 20.67 12/3/2017 (3)      
   250,000 310,000      
Joseph G.   76,666 38,334 0.69 2/24/2022 (1)      
Fisher   85,000 0 1.76 8/10/2021 (2)      
   35,000 0 16.63 11/1/2016 (4)      
   35,000 0 20.00 11/1/2016 (4)      
   35,000 0 25.00 11/1/2016 (4)      
   147,000 182,280      
Earl R.   16,666 8,334 0.69 2/24/2022 (1)      
Fonville   75,000 93,000      

(1) All of the stock options granted to Messrs. McClure, Fisher and Fonville on February 24, 2012 are subject to the terms and 
conditions of the 2011 Stock Option Award Agreement and vest in equal installments over the three (3) year period immediately 
following the date of grant.

(2) All of the stock options granted to Messrs. McClure and Fisher on August 10, 2011 are subject to the terms and conditions of 
the 2011 Stock Option Award Agreement and vest in equal installments over the three (3) year period immediately following 
the date of grant.

(3) An aggregate of 87,500 stock options were issued to Mr. McClure on May 14, 2007, and another aggregate 87,500 stock options 
were issued to him on December 3, 2007. All of the stock option awards issued to Mr. McClure on these dates vested in equal 
installments over the five (5) year period immediately following the date of grant.

(4) An aggregate of 105,000 stock options were issued to Mr. Fisher on November 1, 2006. All of the stock option awards issued to 
Mr. Fisher on this date vested in equal installments over the five (5) year period immediately following the date of grant.

(5) The restricted stock awards reflected in this column vest on February 12, 2017.
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Restricted Stock Awards

On February 12, 2014, the Compensation Committee of the Company’s Board of Directors approved the following restricted 
stock award grants to Michael J. McClure, the Company’s principal executive officer, Earl R. Fonville, the Company’s principal 
financial officer, and Joseph G. Fisher, the Company’s other named executive officer:

Name and Position

Number of 
Restricted

Shares Issued
Michael J. McClure, Chief Executive Officer 250,000
Joseph G. Fisher, President and Chief Operating Officer 147,000
Earl R. Fonville, EVP  & Chief Financial Officer 75,000

Each of the foregoing grants was issued subject to revised form of Restricted Stock Award Agreement approved by our 
Compensation Committee. Under the form of Restricted Stock Award Agreement, provided the executive continues to provide 
Continuous Service to the Company or any affiliate, one hundred percent (100%) of the restricted stock award shall vest on February 
12, 2017. Notwithstanding the foregoing, the restricted stock award shall immediately vest and become free of all restrictions in the 
event the Company terminates the executive’s employment other than for cause or the executive terminates employment for good 
reason. Additionally, if the executive’s employment agreement is not renewed at expiration, the restricted stock award shall vest to the 
extent provided in the executive’s employment agreement.

Each of our named executive officers granted restricted stock under this form of Restricted Stock Award Agreement is eligible 
to exercise voting rights with respect to shares of restricted stock issued thereunder. However, such executives are not eligible to 
receive cash dividends paid on the restricted stock unless and until such shares of restricted stock fully vest.

Option Exercises and Stock Vested

None of our named executive officers became vested in any restricted stock awards during 2014. No stock options were 
exercised by any named executive officers during 2014.

Director Compensation

On June 5, 2013, our Board of Directors reviewed director compensation and unanimously approved the following director 
compensation: (i) annual director fees of $60,000, payable quarterly in arrears, (ii) Audit Committee Chairman fees of $15,000 
annually, payable quarterly in arrears, and (iii) non-employee Chairman of the Board fees of $50,000 annually, payable quarterly in 
arrears. Audit Committee members receive $1,000 per audit committee meeting attended.

The following table describes the compensation paid to the non-employee members of our board in 2014:

Name  

Fees Earned or 
Paid in Cash

($)  
Total

($)

Thomas C. Davis(1) 118,000  118,000

Nimrod T. Frazer  60,000  60,000

Mory Katz  60,000  60,000

Eric Rahe(2)  45,000  45,000

David I. Schamis(3)  64,000  64,000

Robert T. Williams, Jr.(4)  68,000  68,000

Paul J. Zucconi(5)  83,000  83,000

Gary Y. Kusumi(6)  15,000  15,000

(1) Includes: (i) $60,000 in aggregate annual director fees, (ii) $50,000 in aggregate fees for service as the Company’s Chairman of 
the Board, and (iii) $8,000 in aggregate fees for attendance at eight (8) Audit Committee meetings ($1,000 per meeting).
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(2) In 2014, Mr. Rahe was a Managing Director of J.C. Flowers & Co. LLC. Our majority shareholder, New Affirmative, LLC, is 
wholly owned by Affirmative Investment, LLC, the managing member of which is Affirmative Associates, LLC, the sole 
member of which is J. Christopher Flowers. J. Christopher Flowers controls J.C. Flowers & Co. LLC, which is the investment 
advisor to J.C. Flowers I, L.P., the majority owner of Affirmative Investment, LLC. Mr. Rahe is compensated for his services on 
the Company’s Board directly by J.C. Flowers & Co. LLC. Accordingly, the Company remitted a total of $45,000 in aggregate 
director fees directly to J.C. Flowers & Co. LLC in connection with the director services provided to the Company by Mr. Rahe 
in 2014. 

(3) Includes: (i) $60,000 in aggregate annual director fees, plus (ii) $4,000 in aggregate fees for attendance at four (4) Audit 
Committee meetings ($1,000 per meeting). Mr. Schamis was appointed to the Audit Committee on May 29, 2014.

(4) Includes: (i) $60,000 in aggregate annual director fees, plus (ii) $8,000 in aggregate fees for attendance at eight (8) Audit 
Committee meetings ($1,000 per meeting).

(5) Includes: (i) $60,000 in aggregate annual director fees, (ii) $15,000 in aggregate annual fees received as Chairman of the 
Company’s Audit Committee and (iii) $8,000 in aggregate fees for attendance at eight (8) Audit Committee meetings ($1,000 
per meeting).

(6) Includes $15,000 in aggregate director fees for service in the first quarter. Mr. Kusumi’s term as a director expired prior to the 
second quarter meeting of the Board of Directors.

Payments to Our Named Executive Officers in the Event of Termination or Change in Control

The Company provides benefits to certain of our named executive officers upon certain terminations of employment from the 
Company. These benefits are in addition to the benefits to which the executives would be entitled upon a termination of employment 
generally (e.g., vested 401(k) Plan matching amounts accrued as of the date of termination, stock option and restricted stock awards 
that are vested as of the date of termination and the right to elect continued health coverage pursuant to COBRA). The incremental 
benefits payable to the executives are described below.

Pursuant to Employment Agreements

Chief Executive Officer

Mr. McClure. Mr. McClure’s Second Amended and Restated Executive Employment Agreement is dated December 31, 2013 
(effective December 1, 2013), expires on November 30, 2016, and provides for the severance benefits described below.

In the event that Mr. McClure is terminated by the Company “without cause” or if Mr. McClure resigns for “good reason” (as 
those terms are defined in the McClure Agreement), Mr. McClure shall be entitled to receive a severance payment equal to: (i) all 
earned but unpaid base salary and accrued paid-time-off (Accrued McClure Compensation), and (ii) an additional payment equal to 
one (1) year of the sum of Mr. McClure’s then-current Base Salary plus an amount equal to Mr. McClure’s target bonus (the 
Additional McClure Severance Payment). Additionally, the Company shall pay the costs to Mr. McClure for continuation coverage 
under COBRA for a twelve (12) month continuation period immediately following the termination of the McClure Agreement. Any 
payment of Accrued McClure Compensation shall be made by the Company to Mr. McClure within thirty (30) days of termination of 
the McClure Agreement, and any Additional McClure Severance Payment shall be payable by the Company to Mr. McClure in twelve 
(12) equal monthly installments, each due on the first day of each month during the course of the year following the termination of the 
McClure Agreement, subject to U.S. Internal Revenue Code Section 409A restrictions, if any.

In the event that, within six (6) months following the occurrence of an event constituting a “change in control” (as that term is 
defined in the McClure Agreement): (i) the Company terminates the McClure Agreement for reasons other than “cause” or due to 
“disability” (as those terms are also defined in the McClure Agreement), or (ii) Mr. McClure terminates the McClure Agreement for 
“good reason,” the Company shall pay to Mr. McClure all Accrued McClure Compensation, and an additional amount equal to one 
and one-half times the Additional McClure Severance Payment within five (5) days of said termination (in addition to all applicable 
COBRA payments for the continuation period referenced above).

President and Chief Operating Officer

Mr. Fisher. Mr. Fisher’s Third Amended and Restated Executive Employment Agreement is dated December 31, 2013 
(effective November 1, 2013), expires on November 30, 2016, and provides for the severance benefits described below.

In the event that Mr. Fisher is terminated by the Company “without cause” or if Mr. Fisher resigns for “good reason” (as those 
terms are defined in the Fisher Agreement), Mr. Fisher shall be entitled to receive a severance payment equal to: (i) all earned but 
unpaid base salary and accrued paid-time-off (Accrued Fisher Compensation), and (ii) an additional payment equal to one year of the 
sum of Mr. Fisher’s then-current base salary plus an amount equal to Mr. Fisher’s target bonus (the Additional Fisher Severance 
Payment). Any payment of Accrued Fisher Compensation shall be made by the Company to Mr. Fisher within thirty (30) days of 



17

termination of the Fisher Agreement, and any Additional Fisher Severance Payment shall be payable by the Company to Mr. Fisher in 
twelve (12) equal monthly installments, each due on the first day of each month during the course of the year following the 
termination of the Fisher Agreement, subject to U.S. Internal Revenue Code Section 409A restrictions, if any. In addition, the 
Company shall pay the costs to Mr. Fisher for continuation coverage under COBRA for a twelve (12) month continuation period 
immediately following the termination of the Fisher Agreement.

Absent any action on behalf of the Company that would constitute termination of Mr. Fisher “without cause” or otherwise afford 
a basis for Mr. Fisher to resign for “good reason” under the terms of the Fisher Agreement, there is no specific “change in control” 
provision set forth in the Fisher Agreement that would entitle Mr. Fisher to receive any severance benefits solely due to a change in 
the ownership or control of the Company.

Executive Vice President and Chief Financial Officer

Mr. Fonville. Mr. Fonville’s Executive Employment Agreement is dated December 31, 2013 (effective December 1, 2013), 
expires on November 30, 2016, and provides for the severance benefits described below.

In the event that Mr. Fonville is terminated by the Company “without cause” or if Mr. Fonville resigns for “good reason” (as 
those terms are defined in the Fonville Agreement), Mr. Fonville shall be entitled to receive a severance payment equal to: (i) the 
payment of all earned but unpaid base salary and accrued paid-time-off (Accrued Fonville Compensation), and (ii) an additional 
payment equal to one year of the sum of Mr. Fonville’s then-current base salary plus an amount equal to Mr. Fonville’s target bonus 
(the Additional Fonville Severance Payment). Any payment of Accrued Fonville Compensation shall be made by the Company to 
Mr. Fonville within thirty (30) days of termination of the Fonville Agreement, and any Additional Fonville Severance Payment shall 
be payable by the Company to Mr. Fonville in twelve (12) equal monthly installments, each due on the first day of each month during 
the course of the year following the termination of the Fonville Agreement, subject to U.S. Internal Revenue Code Section 409A 
restrictions, if any. In addition, the Company shall pay the costs to Mr. Fonville for continuation coverage under COBRA for a twelve 
(12) month continuation period immediately following the termination of the Fonville Agreement.

Absent any action on behalf of the Company that would constitute termination of Mr. Fonville “without cause” or otherwise 
afford a basis for Mr. Fonville to resign for “good reason” under the terms of the Fonville Agreement, there is no specific “change in 
control” provision set forth in the Fonville Agreement that would entitle Mr. Fonville to receive any severance benefits solely due to a 
change in the ownership or control of the Company.

Pursuant to Amended and Restated 2004 Stock Incentive Plan

The Company’s Amended and Restated 2004 Stock Incentive Plan (the Plan) provides that, in the event of a Change in Control 
(as defined in the Plan), the plan administrator may, in its discretion, provide for the acceleration of vesting in the terms of any 
options, bonus stock, restricted stock or performance stock granted under the Plan.

The following Table 1 sets forth the benefits to which each of our named executive officers would be entitled in the event that 
the Company terminates the named executive officer “without cause,” or the named executive officer resigns for “good reason” (as the 
terms “cause” and “good reason” are defined in his Employment Agreement). The following table assumes that the events triggering 
the termination hypothetically occurred on and as of December 31, 2014 (and for illustrative purposes only, the following table 
assumes the current, respective executive employment agreements of Messrs. McClure, Fisher and Fonville were effective as of that 
date):
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Table 1

TERMINATION WITHOUT CAUSE OR FOR GOOD REASON

Name  

Additional
Severance
Payment(1)   

Continued
Benefit Plan
Coverage(2)   

Accelerated
Vesting of
Restricted

Stock(3)   

Accelerated
Vesting of
Restricted
Options   Total  

Michael J. McClure  $ 1,300,000  $ 18,775  $ 310,000  —  $ 1,628,775 
Joseph G. Fisher   832,500   17,027   182,280   —   1,031,807 
Earl R. Fonville   495,000   17,027   93,000   —   605,027 

(1) In the case of Messrs. McClure, Fisher and Fonville, represents a payment equal to the sum of each named executive officer’s 
then current annual base salary plus annual target bonus. As of December 31, 2014: (i) Mr. McClure’s then-current annual base 
salary was $650,000, and his annual target bonus was 100% of that amount (or $650,000), (ii) Mr. Fisher’s then-current annual 
base salary was $450,000, and his annual target bonus was 85% of that amount (or $382,500), and (iii) Mr. Fonville’s then-
current annual base salary was $300,000, and his annual target bonus was 65% of that amount (or $195,000). These additional 
severance payments would be payable in twelve (12) equal monthly installments, each due on the first day of each month during 
the course of the year following the termination of the named executive officer. Pursuant to the terms of their current executive 
employment agreements, the base salaries of Messrs. McClure, Fisher and Fonville are reviewed annually for consideration of 
merit increases.

(2) Represents the estimated maximum aggregate amount of reimbursable costs for continuous coverage under COBRA payable by 
the Company for the benefit of the named executive officer and members of his immediate family for a period of twelve (12) 
months after the named executive officer’s termination date.

(3) Reflects the market value as of December 31, 2014 of restricted stock awards granted to the named executive officer on 
February 12, 2014. Pursuant to the Restricted Stock Award Agreement under which the restricted stock award was made, one 
hundred percent (100%) of the restricted stock award immediately vests upon the named executive officer’s termination 
“without cause” by the Company or his departure for “good reason.”



19

The following Table 2 sets forth the benefits to which: (i) Mr. McClure is entitled in the event that, within six (6) months following 
the occurrence of an event constituting a “change in control” of the Company: (a) the Company terminates Mr. McClure for reasons 
other than “cause” or due to Mr. McClure’s “disability” or (b) Mr. McClure terminates the McClure Agreement for “good reason” (as 
the terms “change in control,” “cause,” “disability” and “good reason” are defined in the McClure Agreement); and (ii) our other 
named executive officers would be entitled in the event that a change in the ownership or control of the Company occurred and the 
named executive officer was terminated by the Company “without cause” or if the named executive officer resigned following the 
change in ownership or control for “good reason” (as those terms are defined in the Fisher and Fonville Agreements). The following 
table assumes that the events triggering the “change of control” or termination hypothetically occurred on and as of December 31, 
2014 (for illustrative purposes only, the following table assumes the respective current executive employment agreements of Messrs. 
McClure, Fisher and Fonville were effective and/or executed as of that date):

Table 2

TERMINATION RESULTING FROM A CHANGE IN CONTROL

Name  

Additional
Severance
Payment(1)   

Continued
Benefit Plan
Coverage(2)   

Accelerated
Vesting of
Restricted

Stock(3)   

Accelerated
Vesting of
Restricted
Options   Total  

Michael J. McClure  $ 1,950,000  $ 18,775  $ 310,000   —  $ 2,278,775 
Joseph G. Fisher   832,500   17,027   182,280   —   1,031,807 
Earl R. Fonville   495,000   17,027   93,000   —   605,027 

(1) In the case of Mr. McClure, represents a payment equal to one and one-half times the sum of Mr. McClure’s then current annual 
base salary plus annual target bonus, and in the case of Messrs. Fisher and Fonville, represents a payment equal to the sum of 
each named executive officer’s then current annual base salary plus annual target bonus. As of December 31, 2014: (i) Mr. 
McClure’s then-current annual base salary was $650,000, and his annual target bonus was 100% of that amount (or $650,000); 
(ii) Mr. Fisher’s then-current annual base salary was $450,000, and his annual target bonus was 85% of that amount (or 
$382,500), and (iii) Mr. Fonville’s then-current annual base salary was $300,000 and his annual target bonus was 65% of that 
amount (or $195,000). These additional severance payments would be payable in twelve (12) equal monthly installments, each 
due on the first day of each month during the course of the year following the termination of the named executive officer. 
Pursuant to the terms of their current executive employment agreements, the base salaries of Messrs. McClure, Fisher and 
Fonville are reviewed annually for consideration of merit increases.

(2) Represents the estimated maximum aggregate amount of reimbursable costs for continuous coverage under COBRA payable by 
the Company for the benefit of the named executive officer and members of his immediate family for a period of twelve (12) 
months after the named executive officer’s termination date.

(3) Reflects the market value as of December 31, 2014 of restricted stock awards granted to the named executive officer on 
February 12, 2014. Pursuant to the Restricted Stock Award Agreement under which the restricted stock award was made, one 
hundred percent (100%) of the restricted stock award immediately vests upon the named executive officer’s termination 
“without cause” by the Company or his departure for “good reason.”
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

Principal Stockholders

The following stockholders are known by the Company to beneficially own 5% or more of its outstanding common stock as of 
the Record Date. Information regarding the following stockholders has been obtained from reports filed by the persons listed with the 
Securities and Exchange Commission and/or from the beneficial owners.

Name of Beneficial Holder  
Address of Beneficial

Holder  

Amount and 
Nature of

Ownership  
Percentage of

Class Owned(1)  
New Affirmative LLC

 

717 Fifth Avenue
26th Floor
New York, New York 10022  

7,860,927 (2)  48.7%

Long Meadow Investors,
LLC, Michael J. Moss & Long
Meadow Holdings, L.P.,
Jonathan W. Old III  

1200 High Ridge Road,
Stamford, Connecticut
06905

 

2,956,718 (3)  18.3%

Red Mountain Capital
Partners LLC

 

10100 Santa Monica
Boulevard, Suite 925,
Los Angeles, CA 90067  

854,818 (4)  5.3%

(1) The Company based its calculation of the percentage of beneficial ownership on 16,155,357 shares of common stock 
outstanding on the Record Date. In computing the number of shares of common stock beneficially owned by a person and the 
percentage ownership of that person, the Company deemed outstanding shares of common stock subject to options held by that 
person that were currently exercisable at, or were exercisable within 60 days of, the Record Date. The Company did not deem 
these shares outstanding, however, for the purpose of computing the percentage ownership of any other person.

(2) Based upon statements in Amendment No. 6 to Schedule 13D jointly filed on March 7, 2013 by New Affirmative LLC (New 
Affirmative), Affirmative Investment LLC, Affirmative Associates LLC and J. Christopher Flowers (the Reporting Persons), 
effective August 10, 2011, the Reporting Persons have shared power to vote or to direct to vote 7,860,927 shares of common 
stock that may be deemed to be beneficially owned by them and to dispose or to direct the disposition of 7,860,927 shares of 
common stock that may be deemed to be beneficially owned by each of them. These 7,860,927 aggregate shares represent 
approximately 48.7% of the 16,155,357 shares of the Company’s total stock outstanding as of the Record Date. As a result of 
their ownership interest in and control of New Affirmative, each of Affirmative Investment, Affirmative Associates and Mr. 
Flowers may be deemed to control New Affirmative and therefore may be deemed to hold voting and/or dispositive power over 
such shares of common stock as described in this disclosure. Mr. Flowers has previously disclaimed beneficial ownership of 
such shares of common stock.

(3) Based upon statements in Amendment No. 10 to Schedule 13G filed on January 22, 2015 with the SEC and effective December 
31, 2014, Long Meadow Holdings, L.P. (LMH), beneficially owns 2,732,000 shares of the Company’s common stock, which 
constitutes 16.9% of the Company’s total common stock outstanding. According to Amendment No. 9 to Schedule 13G, Long 
Meadow Investors, LLC (LMI) is the general partner of LMH, and because it could be deemed to share voting and dispositive 
power with LMH over the 2,732,000 shares of the Company’s common stock owned by LMH, LMI may be deemed to be the 
beneficial owner of such shares. LMI disclaims beneficial ownership of all shares of the Company’s common stock held by 
other persons. According to Amendment No. 10 to Schedule 13G, Jonathan W. Old, III is a managing member of LMI. Because 
Mr. Old is a managing member of the general partner of LMH, and because he could be deemed to share with LMI voting and 
dispositive power over the 2,732,000 shares of the Company’s common stock held by LMH, Mr. Old may be deemed to be the 
beneficial owner of such shares. In addition, Mr. Old is the beneficial owner of 143,600 shares of the Company’s common 
stock, which he owns personally. Therefore, According to Amendment No. 10 to Schedule 13G, Mr. Old may be deemed to be 
the beneficial owner of an aggregate of 2,875,600 shares, which constitutes 17.8% of the Company’s common stock 
outstanding. Mr. Old disclaims beneficial ownership of all shares of the Company’s common stock held by other persons. 
According to Amendment No. 10 to Schedule 13G, Michael J. Moss is a managing member of LMI. Because Mr. Moss is a 
managing member of the general partner of LMH and shares the responsibilities of managing LMI with Mr. Old, and because he 
could be deemed to share with LMI and Mr. Old voting and dispositive power over the 2,732,000 shares of the Company’s 
common stock held by LMH, Mr. Moss may be deemed to be the beneficial owner of such shares. Mr. Moss individually is the 
beneficial owner of 51,169 shares of the Company’s common stock that he holds personally. Additionally, Mr. Moss’ spouse 
and children hold an aggregate of 29,949 shares of the Company’s common stock, and because Mr. Moss could be deemed to 
share with his wife and children voting and dispositive power over the shares of the Company’s common stock held by them, 
Mr. Moss may be deemed to be the beneficial owner of such common stock. Therefore, according to Amendment No. 10 to 
Schedule 13G, Mr. Moss may be deemed to be the beneficial owner of an aggregate of 2,813,118 shares of the Company’s 
common stock, which constitutes 17.4% of the Company’s total common stock outstanding. Mr. Moss disclaims beneficial 
ownership of all shares of the Company’s common stock held by other persons. Thus, pursuant to the disclosures made in 
Amendment No. 10 to Schedule 13G, LMH and Messrs. Moss and Old have the combined power to vote a total of 2,956,718 
shares of the Company’s common stock, which constitutes approximately 18.3% of the 16,155,357 shares of the Company’s 
total common stock outstanding as of the Record Date.
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(4) Based on statements in Amendment No. 1 to Schedule 13D filed with the SEC on September 29, 2011, Red Mountain Capital 
Partners, LLC (RMCP) beneficially owns 854,818 shares of Affirmative’s common stock, which constitutes approximately 
5.3% of the Company’s outstanding common stock as of the Record Date. According to Amendment No. 1 to Schedule 13D, (i) 
Red Mountain Capital Partners II, L.P. (RMCP II) and Red Mountain Capital Partners III, L.P. (RMCP III) are the nominal 
owners of the 854,818 shares of Affirmative’s common stock, (ii) RMCP GP LLC (RMCP GP) is the general partner of both 
RMCP II and RMCP III, (iii) RMCP is the Managing Member of RMCP GP, and thus may be deemed to control RMCP GP and 
each entity directly or indirectly controlled by RMCP GP (including RMCP II and RMCP III), and (iv) Red Mountain Capital 
Management, Inc. (RMCM) is the managing member of RMCP and thus may be deemed to control RMCP and each entity 
directly or indirectly controlled by RMCP. Mr. Willem Mesdag is the president and sole executive officer, director and 
shareholder of RMCM and thus may be deemed to control RMCM and each entity that is directly or indirectly controlled by 
RMCM (including RMCP). Mr. Mesdag’s principal occupation is listed as the Managing Partner of RMCP. J. Christopher 
Teets, a former director of the Company, is a Partner with RMCP, and may therefore be deemed to hold voting and/or 
dispositive power over the shares of the Company’s common stock that are nominally owned by RMCP II and RMCP III. Mr. 
Teets does not control RMCP, RMCP II, RMCP III, RMCP GP or RMCM, and has disclaimed beneficial ownership of all 
shares of the Company’s common stock that are owned by those entities. RMCP and its related entities are therefore deemed to 
be the beneficial owners of approximately 5.3% of the 16,155,357 shares of the Company’s outstanding common stock as of the 
Record Date.

Directors and Executive Officers

The following table sets forth information regarding beneficial ownership of Common Stock by: (i) each individual and named 
executive officer, and (ii) current directors and named executive officers as a group, all as of the Record Date:

Name of Beneficial Holder  

Amount of
Beneficial 

Ownership(1)  
Percentage of
Class Owned  

Michael J. McClure  627,000 (2) 3.8%
Joseph G. Fisher  511,500 (3) 3.1%
Earl R. Fonville  100,000 (4) *
Thomas C. Davis  25,005 (5) *
Nimrod T. Frazer  124,900 (6) *
Mory Katz  1,000 (7) *
Eric Rahe  — (8) *
David I. Schamis  — (8) *
Robert T. Williams  27,272 (9) *
Paul J. Zucconi  9,518 (10) *
All Executive Officers and Directors as a Group (10 persons)  1,426,195 (11) 8.5%

* Less than 1%.
(1) The Company based its calculation of the percentage of beneficial ownership on 16,155,357 shares of common stock 

outstanding on the Record Date. In computing the number of shares of common stock beneficially owned by a person and the 
percentage ownership of that person, the Company deemed outstanding shares of common stock subject to options held by that 
person that were currently exercisable at, or were exercisable within 60 days of, the Record Date. The Company did not deem 
these shares outstanding, however, for the purpose of computing the percentage ownership of any other person.

(2) Includes: (i) 2,000 total shares of stock acquired in open-market purchases, (ii) options to purchase up to 375,000 shares that 
were currently exercisable or exercisable at or within sixty (60) days of the Record Date, and (iii) 250,000 total shares of 
restricted stock that were granted in February 2014 that will cliff vest in February 2017.

(3) Includes: (i) 20,000 total shares of restricted stock that were granted in November 2006 which have fully vested, (ii) 39,500 total 
shares of stock acquired in open-market purchases, (iii) options to purchase up to 305,000 shares that were currently exercisable 
or exercisable at or within sixty (60) days of the Record Date, and (iv) 147,000 total shares of restricted stock that were granted 
in February 2014 that will cliff vest in February 2017.

(4) Includes: (i) options to purchase up to 25,000 shares that were currently exercisable or exercisable at or within sixty (60) days of 
the Record Date, and (ii) 75,000 total shares of restricted stock that were granted in February 2014 that will cliff vest in 
February 2017.

(5) Includes: (i) options to purchase up to 5,000 shares that were currently exercisable or exercisable at or within sixty (60) days of 
the Record Date, and (ii) 20,005 total shares of stock acquired in open-market purchases.

(6) Consists of 124,900 total shares of stock acquired in open-market purchases.
(7) Consists of 1,000 total shares of stock acquired in open-market purchases.
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(8) Does not include 7,860,927 shares of common stock of the Company owned by New Affirmative. Mr. Rahe is a Managing 
Director of J.C. Flowers & Co. LLC, and Mr. Schamis was formerly a Managing Director of that entity. Messrs. Rahe and 
Schamis have disclaimed beneficial ownership of the shares of common stock of the Company owned by New Affirmative.

(9) Consists of 27,272 total shares of stock acquired in open-market purchases.
(10) Includes: (i) options to purchase up to 5,000 shares that were currently exercisable or exercisable at or within sixty (60) days of 

the Record Date, and (ii) 4,518 total shares of stock acquired in open-market purchases.
(11) Includes options to purchase up to an aggregate of 715,000 shares that were currently exercisable or exercisable at or within 

sixty (60) days of the Record Date.

The Company knows of no other beneficial owners (as a group or otherwise) of more than five percent (5%) of the Company’s 
shares of Common Stock.
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EXECUTIVE OFFICERS
 
Name Age Position

Michael J. McClure 54 Chief Executive Officer
Joseph G. Fisher 45 President and Chief Operating Officer
Earl R. Fonville 51 Executive Vice President and Chief Financial Officer
John P. Killacky 43 Executive Vice President, General Counsel and Secretary

Michael J. McClure was appointed the Company’s Chief Executive Officer on October 1, 2013. From April 4, 2013 until 
October 1, 2013, he served as Acting Chief Executive Officer. Mr. McClure also served as our Chief Financial Officer from December 
1, 2008 until September 10, 2013. From May 2007 until December 1, 2008, Mr. McClure served as the Company’s Senior Vice 
President of Financial Planning and Analysis. Prior to joining the Company, Mr. McClure was Interim Chief Accounting Officer and a 
Managing Director of the Finance Department of Residential Capital Corporation from 2004 to May 2007. From 1998 through 2003, 
Mr. McClure served in a variety of roles with Kemper Insurance, with most of his time spent as the Vice President of Finance. Mr. 
McClure is a Certified Public Accountant and holds an MBA in finance and business economics from the University of Chicago and a 
BBA in accounting from the University of Notre Dame.

Joseph G. Fisher has been our President and Chief Operating Officer since October 1, 2013. Mr. Fisher joined the Company on 
November 1, 2006 as Senior Vice President, General Counsel and Secretary. On March 30, 2009, Mr. Fisher was promoted to 
Executive Vice President, General Counsel and Secretary, and since September 12, 2011, he also served as our Chief Claims and 
Regulatory Officer. Mr. Fisher leads the insurance company operations for our owned insurance carriers and affiliated managing 
general agencies, including the claims, operations and underwriting organizations. Mr. Fisher also supervises all legal and regulatory 
matters for the Company. Prior to joining the Company, Mr. Fisher practiced law at the law firm of McDermott Will & Emery LLP in 
Chicago from 1997 through October 2006, where he was most recently a partner in the trial department of said firm. Mr. Fisher earned 
his law degree and BS in finance from the University of Illinois at Urbana-Champaign. 

Earl R. Fonville was appointed Executive Vice President and Chief Financial Officer effective September 10, 2013. Mr. 
Fonville joined the Company in August 2007 as Vice President and Corporate Controller. In November 2008, Mr. Fonville was 
appointed the Company’s Chief Accounting Officer. Prior to joining the Company, Mr. Fonville worked at Glencoe US Holdings, Inc. 
as Controller (2004-2007) and Meadowbrook Insurance Group as Corporate Controller (2002-2004). Mr. Fonville holds an MS and a 
BBA in accounting from Harding University and is a Certified Public Accountant.

John P. Killacky has been our Executive Vice President, General Counsel and Secretary since October 1, 2013. Mr. Killacky 
joined the Company in June 2007 as Vice President and Deputy General Counsel. Before joining the Company, Mr. Killacky was a 
partner in the law firm of McDermott Will & Emery LLP, and previously worked at the law firms of McGuire Woods and Ross & 
Hardies. Mr. Killacky earned his law degree from the University of Illinois at Urbana-Champaign and BS in political science from the 
U.S. Naval Academy.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

New Affirmative LLC

New Affirmative LLC is the beneficial owner of 48.7% of our outstanding stock as of the Record Date. In 2014, Mr. Rahe 
directed that all compensation received for his service as a director of the Company be paid directly to his employer, J.C. Flowers & 
Co. LLC.

JCF AFFM Debt Holdings L.P.

On September 30, 2013, the Company entered into a $10.0 million subordinated secured credit facility with JCF AFFM Debt 
Holdings, L.P., as Administrative Agent and Collateral Agent. JCF AFFM Debt Holdings, L.P. is an affiliate of J.C. Flowers & Co. 
LLC and New Affirmative LLC, the Company’s 48.7% majority shareholder. Mr. Schamis, one of our directors, owns a limited 
partnership interest in JCF AFFM Debt Holdings, L.P.
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company’s directors and executive officers, and persons who own more than 
10% of a registered class of the Company’s equity securities, to file with the Securities and Exchange Commission initial reports of 
ownership and reports of changes in ownership of Common Stock and other equity securities of the Company.

These insiders are required by Securities and Exchange Commission regulations to furnish the Company with copies of all 
Section 16(a) forms they file, including Forms 3, 4 and 5. To the Company’s knowledge, based solely on its review of the copies of 
such reports furnished to the Company and written representations that no other reports were required during the calendar year ended 
December 31, 2014, the Company was in compliance with all Section 16(a) filing requirements applicable to its insiders.
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ITEM 2 – RATIFICATION OF THE APPOINTMENT OF KPMG LLP AS THE COMPANY’S 
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Our Audit Committee has appointed KPMG LLP as Affirmative’s independent registered public accounting firm for the fiscal 
year ending December 31, 2015. Services provided to Affirmative and its subsidiaries by KPMG LLP in fiscal year 2014 are described 
under “Audit Committee – Independent Registered Public Accounting Firm Fees.”

We are asking our stockholders to ratify the selection of KPMG LLP as our independent registered public accounting firm. 
Although ratification is not required by our bylaws or otherwise, our Board of Directors is submitting our Audit Committee’s selection 
of KPMG LLP to our stockholders for ratification as a matter of good corporate practice.

Representatives of KPMG LLP will be present at the Annual Meeting telephonically to respond to appropriate questions and to 
make such statements as they may desire.

The affirmative vote of the holders of a majority of shares represented in person or by proxy and entitled to vote on this item 
will be required for approval. Abstentions will be counted as represented and entitled to vote and will therefore have the effect of a 
negative vote.

RECOMMENDATION OF THE BOARD OF DIRECTORS:

PER THE RECOMMENDATION OF THE COMPANY’S AUDIT COMMITTEE, THE BOARD OF 
DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR RATIFICATION OF THE

APPOINTMENT OF KPMG LLP AS THE COMPANY’S
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR 2015.
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ITEM 3 – ADVISORY RESOLUTION ON EXECUTIVE COMPENSATION

In accordance with Section 14A of the Exchange Act, which was added under the Dodd-Frank Wall Street Reform and 
Consumer Protection Act (Dodd-Frank), we are asking stockholders to approve an advisory resolution on the Company's executive 
compensation as reported in this proxy statement. At our 2011 Annual Meeting, a majority of our stockholders voted to conduct 
advisory votes on executive compensation on an annual basis (say-on-frequency). This advisory vote on the frequency of advisory 
votes on executive compensation was non-binding on our Compensation Committee and Board of Directors. Notwithstanding the 
outcome of the stockholder say-on-frequency vote, the Board may in the future decide to conduct advisory votes on a less frequent 
basis and may vary its practice based on factors such as discussions with stockholders and the adoption of material changes to the 
Company’s executive officer compensation structures. In any event, we will provide an advisory vote on executive compensation at 
least once every three years.

Our executive compensation programs (as reflected in our named executive officers’ Employment Agreements) are designed to 
support the Company's long-term success. Descriptions of the substance of the executive employment agreements we have with our 
current named executive officers (Messrs. McClure, Fisher and Fonville) are described in the “Employment Agreements of Our 
Named Executive Officers” section of this proxy statement. Our Compensation Committee has structured the compensation structures 
set forth in our executive employment agreements to achieve the following key objectives:

 provide a total rewards package to our executives that is competitive with our peer companies;

 attract and retain key talent; and

 link pay to performance by providing incentives that promote the Company’s short and long-term financial growth and 
stability to continuously enhance stockholder value.

We believe that the compensation structures set forth in our named executive officers’ current employment agreements and 
awards made to our named executive officers under our Amended and Restated 2004 Stock Incentive Plan provide incentives that are 
aligned with the best interests of our stockholders, and are intended to incent our executives to enhance the Company's performance.

We urge stockholders to read the entire Executive Compensation section of this proxy statement, particularly the subsection 
entitled “Employment Agreements of Our Named Executive Officers” therein, which describe in more detail how we have structured 
the compensation of our named executive officers. In addition, the Summary Compensation Table, related compensation tables and 
other narrative information set forth in this proxy statement provides further detailed information concerning the compensation of our 
named executive officers. Our Compensation Committee and our Board of Directors believe that the compensation structure for our 
named executive officers as articulated in each named executive officer’s employment agreement (as described in this proxy 
statement) is effective in helping the Company achieve its financial goals and that the compensation of our named executive officers 
reported in this proxy statement will contribute to the Company’s overall success.

Accordingly, we are asking stockholders to approve the following advisory resolution at our 2015 Annual Meeting:

RESOLVED, that the stockholders of Affirmative Insurance Holdings, Inc. (the Company) approve, on an 
advisory basis, the compensation of the Company's named executive officers set forth in the Summary 
Compensation Table, the related compensation tables and narrative of the Proxy Statement for the Company's 
2015 Annual Meeting of Stockholders.

This advisory resolution, commonly referred to as a “say-on-pay” resolution, is non-binding on the Board of Directors. 
Although non-binding, our Board of Directors and our Compensation Committee will carefully review and consider the voting results 
when evaluating our future executive compensation structure.

RECOMMENDATION OF THE BOARD OF DIRECTORS:

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR 
THE COMPANY’S SAY-ON-PAY ADVISORY RESOLUTION.
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ADDITIONAL INFORMATION

Stockholders Sharing a Common Address

If you and other residents at your mailing address own common stock in street name, your broker or bank may have sent you a 
notice that your household will receive only one proxy statement for each company in which you hold stock through that broker or 
bank. Nevertheless, each stockholder will receive a separate proxy card. This practice, known as “householding,” is designed to 
reduce the Company’s printing and postage costs. If you did not respond that you did not want to participate in householding, the 
broker or bank will assume that you have consented and will send one copy of our proxy statement to your address. You may revoke 
your consent to householding by contacting your broker if you hold common stock in street name, or the Secretary of the Company if 
you are the registered holder of the common stock. The revocation of your consent to householding will be effective 30 days following 
its receipt. Upon written or oral request to the Secretary of the Company at the address or telephone number provided above, the 
Company will deliver promptly a separate copy of this proxy statement to a stockholder at a shared address to which a single copy of 
this proxy statement was delivered. By written or oral request to the same address (i) a stockholder may direct a notification to the 
Company that the stockholder wishes to receive a separate annual report or proxy statement in the future, or (ii) stockholders who are 
sharing an address and who are receiving delivery of multiple copies of the Company’s annual reports or proxy statements can request 
delivery of only a single copy of these documents to their shared address.

Stockholder Proposals for Affirmative’s 2016 Annual Meeting

Stockholder proposals requested to be included in our proxy statement for our 2016 Annual Meeting or otherwise must be in 
writing and received by us by December 18, 2015, provided that proposals are submitted by eligible stockholders who have complied 
with the relevant regulations of the SEC regarding stockholder proposals and our bylaws. A copy of our bylaws is available from the 
Secretary of the Company upon written request. Proposals should be directed to the Secretary of the Company at the address listed 
above.

Incorporation by Reference

The material under the heading “Report of the Audit Committee” and the disclosure regarding independence of the members of 
the Audit Committee shall not be deemed to be “filed” with the SEC nor deemed incorporated into any future filing with the SEC, 
except to the extent that we specifically incorporate it by reference into the filing.
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OTHER MATTERS

The Board knows of no other business that will be presented at the 2015 Annual Meeting. If any other business is properly 
brought before the 2015 Annual Meeting, proxies received will be voted in respect thereof in accordance with the recommendation of 
the Board. Discretionary authority with respect to such other matters is granted by the execution of the enclosed proxy.

QUESTIONS?

If you have questions or need more information about the Annual Meeting, write to:
 

Affirmative Insurance Holdings, Inc.
4450 Sojourn Drive, Suite 500
Addison, Texas 75001
Attention:  John P. Killacky, Secretary

By order of the Board of Directors

Thomas C. Davis
Chairman of the Board of Directors

April 23, 2015
Addison, Texas
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