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State of Wisconsin / OEEICE OF THE COMMISSIONER OF INSURANCE

125 South Webster Street e P.O. Box 7873

Scott Walker, Governor Madison, Wisconsin 53707-7873
Theodore K. Nickel, Commissioner Phone: (608) 266-3585 o Fax: (608) 266-9935
May 5, 2015 E-Mail: ociinformation@wisconsin.gov

Wisconsin.gov Web Address: oci.wi.gov

Honorable Theodore K. Nickel
Commissioner of Insurance
State of Wisconsin
125 South Webster Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of

the affairs and financial condition of:

NORTH AMERICAN INSURANCE COMPANY
Phoenix, Arizona

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of North American Insurance Company (NAI or the
company) was conducted as of December 31, 2008. The current examination covered the
intervening period ending December 31, 2013, and included a review of such 2014 transactions
as deemed necessary to complete the examination.

The examination was conducted using a risk-focused approach in accordance with

the NAIC Einancial Condition Examiners Handbook, which sets forth guidance for planning and
performing an examination to evaluate the financial condition and identify prospective risks of an
insurer. This approach includes the obtaining of information about the company including
corporate governance, the identification and assessment of inherent risks within the company,
and the evaluation of system controls and procedures used by the company to mitigate those
risks. The examination also included an assessment of the principles used and significant

estimates made by management, as well as an evaluation of the overall financial statement



presentation and management’s compliance with statutory accounting principles, annual
statement instructions, and Wisconsin laws and regulations.

The examination of the company was conducted concurrently with the examination of
the Oxford Life Group, which includes Oxford Life Insurance Company (AZ), North American
Insurance Company (WI), and Christian Fidelity Life Insurance Company (TX). Representatives
of the Arizona Department of Insurance acted in the capacity as the lead state for the coordinated
exams. Work performed by the Arizona Department of Insurance was reviewed and relied on
where deemed appropriate.

The examination consisted of a review of all major phases of the company's
operations and included the following areas:

History

Management and Control

Corporate Records

Conflict of Interest

Fidelity Bonds and Other Insurance

Employees' Welfare and Pension Plans

Territory and Plan of Operations

Affiliated Companies

Growth of Company

Reinsurance

Financial Statements

Accounts and Records

Data Processing

Emphasis was placed on the audit of those areas of the company's operations
accorded a high priority by the examiner-in-charge when planning the examination. Special
attention was given to the action taken by the company to satisfy the recommendations and
comments made in the previous examination report.

The company is annually audited by an independent public accounting firm as
prescribed by s. Ins 50.05, Wis. Adm. Code. An integral part of this compliance examination was
the review of the independent accountant's work papers. Based on the results of the review of
these work papers, alternative or additional examination steps deemed necessary for the
completion of this examination were performed. The examination work papers contain

documentation with respect to the alternative or additional examination steps performed during

the course of the examination.



Independent Actuary's Review

An independent actuarial firm was engaged under a contract with the lead state,
Arizona, and the Office of the Commissioner of Insurance to review the adequacy of the
company’s actuarially determined estimates of certain reserve liabilities. The actuary’s results
were reported to the examiner-in-charge. The same independent actuary was engaged to review
the adequacy of reserves for Oxford Life Insurance Company and Christian Fidelity Life
Insurance Company, in conjunction with the Arizona Department of Insurance’s examination of
the Oxford Life Group. As deemed appropriate, reference is made in this report to the actuary's

conclusions.



Il. HISTORY AND PLAN OF OPERATION

North American Insurance Company was incorporated as a stock company under the
laws of Wisconsin on September 25, 1962. Its original name was Reliable Life & Casualty
Company (RLCC). RLCC received its certificate of authority and began operations on
December 31, 1965. The company changed its name to North American Insurance Company
effective August 12, 1987.

On August 31, 1981, the Dane County Circuit Court, on petition of the Office of the
Commissioner of Insurance (OCI) of the state of Wisconsin, issued an order of rehabilitation on
RLCC. A separate account was created into which substantially all of RLCC’s assets and
liabilities were transferred. The Dane County Circuit Court placed this separate account in
liquidation on October 1, 1981.

On September 16, 1986, North American Group, Ltd. (NAGL), formerly known as the
Reliable Investors Corporation, the parent of RLCC, applied for reinstatement of the company’s
certificate of authority. An amended application for reinstatement was submitted on
March 6, 1987.

The Dane County Circuit Court released RLCC from rehabilitation on August 13,
1987. NAGL provided approximately $4,000,000 of recapitalization for the company. The
company’s name was changed to the one presently used. NAI commenced the writing of
business in September of 1987. On September 21, 1990, North American Insurance Company
was purchased by a newly formed holding company, Encore Financial Inc.

In November 1997, Oxford Life Insurance Company (Oxford), a wholly owned
subsidiary of AMERCO, purchased all of Encore Financial Inc.’s capital stock. On December 31,
1997, Oxford contributed $2,400,000 through the purchase of a surplus note from NAI, at a rate
of 8%. The note provided for interest only payments starting Julyl, 1998, and principal payments
of $350,000, plus interest starting July 1, 1999, all payments were subject to the prior approval of
this office. The surplus note was paid off in full in 2002. AMERCO filed for Chapter 11
bankruptcy in 2003. AMERCO improved its financial condition and emerged from bankruptcy in

2004.



In 2006, Encore Financial Inc. was merged with North American Insurance Company.
NAI was the survivor. As of the first quarter of 2006, NAI had stopped writing its primary block of
business, credit life and credit disability. NAI's business consisted of small closed blocks of life
insurance, credit insurance, Medicare supplement and annuities, all in runoff. NAI assumed a
block of Medicare supplement business from National States Insurance Company (in
rehabilitation) (National States) in September 2010 through an assumption reinsurance
agreement, which is currently its principal line of business (see description of the agreement in
Section V, “Reinsurance”).

In 2013, the company collected direct premium in the following states:

Wisconsin $ 5,846,681 21.74%
Missouri 5,495,816 20.44
Illinois 4,460,174 16.59
Texas 3,950,002 14.69
All others 7,136,834 26.54
Total $26,889,507 100.00%

The company is licensed in 19 states and the District of Columbia. The company
primarily operates in Wisconsin, Missouri, lllinois and Texas. The company’s operations are
predominantly focused on Medicare supplement business acquired from National States
Insurance Company as noted above. The company is currently not writing any new business.

The following chart is a summary of premium income as reported by the company in
2013. The growth of the company is discussed in the “Financial Data” section of this report.

Premium Income *

Direct Reinsurance Reinsurance

Line of Business Premium Assumed Ceded Net Premium
Ordinary life $ 3,995 $ $ $ 3,995
Credit life (10,882) (10,882)
Credit A&H (4,755) (4,755)
A&H-Group 100,920 100,920
A&H-other(Med. Supp.) 26,792,723 - 1,430 26,791,293
Total All Lines $26,.882,000 $ $1.430 $26,.880,570

* The company is not actively writing any new business. The negative premium balances are
due to return premium being issued on existing policies.



. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of four members elected annually. Officers are
elected at the board's annual meeting by the company’s parent, Oxford Life Insurance Company.
Members of the company's board of directors may also be members of other boards of directors
in the holding company group. The board members receive no compensation specific to their
service on the board because they are employees of the AMERCO group.

Currently the board of directors consists of the following persons:

Name and Residence Principal Occupation Term Expires
Mark A. Haydukovich President and Chief Executive Officer 2014
Phoenix, AZ Oxford Life Insurance Company

Jason A. Berg Chief Accounting Officer 2014
Phoenix, AZ AMERCO

Rocky D. Wardrip Assistant Treasurer 2014
Reno, NV AMERCO

Samuel J. Shoen Manager of Special Projects 2014
Scottsdale, AZ AMERCO

Officers of the Company
The officers serving at the time of this examination are listed below. Listed

compensation consists of 2013 gross earnings for services rendered to the AMERCO group as a

whole:
2013

Name Office Compensation
Mark A. Haydukovich President $359,624
Charles E. Miller Vice President and Treasurer 228,500
Anthony J. Meier Secretary 125,000
Michael A. Quaranta Vice President 185,000
Galina Braslavsky Controller and Assistant Treasurer 97,047
Roberta D. Duy Assistant Treasurer 98,638

On June 30, 2014, Roberta D. Duy retired and Rhonda Jones became the Assistant

Treasurer.



Committees of the Board
The company's bylaws allow for the formation of certain committees by the board of
directors. The company currently has only an investment committee and members receive no
compensation for their service. Below are the members of the Investment Committee at the time
of the examination:
Investment Committee
Mark A. Haydukovich - Chair
Jason A. Berg
Sam Briggs
Charles E. Miller
Rocky D. Wardrip
The company is exempt from s. Ins 50.15, Wis. Adm. Code, which deals with the

requirement for an audit committee, as it is an indirect wholly owned subsidiary of a SOX-

compliant entity, AMERCO.



North American Insurance Company is a member of a holding company system. The

IV. AFFILIATED COMPANIES

organizational chart below depicts the relationships among the affiliates in the group. A brief

description of affiliates deemed significant to this examination follows the organizational chart.

Organizational Chart
As of December 31, 2013

AMERCO
(Nevada corporation)
I
100%
I
| I I I
RepWest U-Hanl International, Inc. Oxford Life ArcoaRisk Retention
Insurance Company and affiliated companics Insurance Company Group, INC.
(Arzona) (Nevada corporation) (Arzona) (Nevada corporation)
I
100%
| I
North Amencan Christian Fidelity Life Oxford Life Insurance
Insurance Company Insurance Company Agency, Inc.
(Wisconsin) {Texas) {Arizona)
AMERCO

AMERCO, a Nevada corporation and the ultimate parent in the holding company

structure, is the parent company of U-Haul International, Inc. (U-Haul), a subsidiary which is
primarily engaged in the self-moving and self-storage business. AMERCO’s common stock is
listed on the NASDAQ Global Select Market under the trading symbol “UHAL.” U-Haul was
founded in 1945 under the name “U-Haul Trailer Rental Company.” From 1945 t01974, U-Haul
rented trailers and, starting in 1959, trucks, on a one-way and in-town basis exclusively through
independent dealers. Since 1974, U-Haul has developed a network of company-managed rental
centers (U-Haul Centers) through which U-Haul also rents its trucks and trailers and provides
related products and services. AMERCO also controls, through the holding company, four
insurers: RepWest Insurance Company which is domiciled in Arizona, Oxford Life Insurance
Company (OLIC), also domiciled in Arizona and the parent of Christian Fidelity Life Insurance
Company (CFLIC) domiciled in Texas, and North American Insurance Company domiciled in

Wisconsin.



As of December 31, 2013, AMERCO's consolidated financial statements, as reported
in its SEC 10-Q filing, showed assets of $5.87 billion, liabilities of $4.38 billion, and stockholders’
equity of $1.49 billion. Operations for the nine months ended December 31, 2013, showed total
comprehensive income of $280 million on revenues of $2.23 billion.

Oxford Life Insurance Company

Oxford Life Insurance Company is a wholly owned subsidiary of AMERCO domiciled
in Arizona. OLIC was organized and incorporated as a limited capital stock life and disability
insurer under the laws of the state of Arizona on July 27, 1965, and since November 5, 1971, has
operated as a full legal reserve life and disability insurer under its Certificate of Authority. On
November 21, 1997, OLIC purchased 100% of the shares of Encore Financial Inc., which was the
parent company of NAI. On March 28, 2007, Encore Financial Inc. was merged with NAI and NAI
became a direct wholly owned subsidiary of OLIC. On November 13, 2000, OLIC purchased
100% of Christian Fidelity Life Insurance Company. OLIC is licensed in 48 states and the District
of Columbia. OLIC and its wholly owned subsidiaries, NAI and CFLIC, offer products to the
senior market, including final expense whole life, single premium whole life, fixed indexed
annuities and Medicare supplement standardized plans. OLIC also assumes term life, deferred
annuity and Medicare supplement blocks of business under reinsurance agreements. OLIC
formerly administered AMERCO'’s Life, Health and Dental Plans for all eligible employees but as
of January 2009 discontinued administering these employee benefit plans and transferred the
coverages to various non-affiliated insurers. It continues to administer the AMERCO Basic
Coverage plan for part-time or temporary employees as well as the medical and dental benefits
for AMERCO retirees.

As of December 31, 2013, OLIC’s audited statutory financial statements reported
total admitted assets of $1,097.7 million, total liabilities of $949.2 million, and capital and surplus
of $148.5 million. Operations for the fiscal year ended December 31, 2013, showed net income

of $11.1 million on revenues of $254.8 million.



Christian Fidelity Life Insurance Company

Christian Fidelity Life Insurance Company is a wholly owned subsidiary of OLIC
domiciled in the state of Texas, which was acquired in November 2000. Effective February 28,
2006, CFLIC acquired Dallas General Life Insurance Company, an insurer domiciled in Texas,
and merged it into CFLIC on December 31, 2012.

CFLIC is the group’s primary writer of Medicare supplement products in Texas and
Missouri. CFLIC’s acquisition of Dallas General Life Insurance Company and merger into CFLIC
in 2012 reinforced the group’s overall business strategy of expanding its direct sales in the senior
market and increasing its distribution force in Texas.

As of December 31, 2013, CFLIC’s audited statutory financial statements reported
admitted assets of $75.4 million, liabilities of $46.6 million, and capital and surplus of
$28.8 million. Operations in 2013 resulted in net income of $9.6 million on revenues of
$52.8 million.
Agreements with Affiliates

1. Tax Sharing Agreement with AMERCO—Effective April 1, 2003, NAI entered into and

became part of the original Tax Sharing Agreement between AMERCO and Oxford Life
Insurance Company, effective April 1, 1991, and the subsequent amendment effective
June 30,1994. NAI files a consolidated tax return with the group. NAI's federal income tax
liability or refund is limited to the separate company basis, and final settlement of federal
income tax amounts due are made within 90 days of the filing of the consolidated AMERCO
federal income tax return.

2. Administrative Services Agreement with Oxford Life Insurance Company—Effective

January 1, 2010, OLIC and NAI entered into an administrative services agreement, whereby
NAI authorizes OLIC to act as an administrator of its insurance policies. Services provided
include processing and issuance of new policies, responding to all policyholder inquiries,
collecting and remitting premiums, and adjudicating policyholder claims. OLIC also provides
accounting, treasury, actuarial and compliance services for NAI, and agency and marketing

administration. NAI reimburses OLIC for services including all direct and directly allocable

10



expenses attributable to NAI under the agreement. Fees are paid in arrears by the thirtieth of

the month following the month for which fees are incurred.

11



V. REINSURANCE

The company's reinsurance portfolio and strategy are described below. A list of the
companies that have a significant amount of reinsurance in force at the time of the examination
follows. The contracts contained proper insolvency provisions.
Ceding Contracts

NAI has an automatic excess of loss reinsurance contract with Lincoln National Life
Insurance Company of Fort Wayne, Indiana, covering the disability business in runoff.
Assuming Contracts

An Assumption and Indemnity Reinsurance Agreement was entered into by National
States Insurance Company (in rehabilitation) with North American Insurance Company and
Oxford Life Insurance Company effective September 1, 2010. The agreement transferred and
assigned to NAI and OLIC, as reinsurer, all of the policies (consisting of Medicare supplement
insurance policies issued by National States) on an assumption reinsurance basis and all of
National States’ right, title and interest in and to the policies. The policies were completely
novated and assumed by NAI and OLIC and the agreement was terminated on December 31,
2010. The purchase price was $2,500,000. Policies were assigned to the reinsurers according to
the state of issuance. The agreement provides for accounting, policy administration, and

reporting for the transferred policies and a reduction in producer commission rate.

12



VI. FINANCIAL DATA
The following financial statements reflect the financial condition of the company as
reported to the Commissioner of Insurance in the December 31, 2013, annual statement. Also
included in this section are schedules which reflect the growth of the company, NAIC Insurance
Regulatory Information System (IRIS) ratio results for the period under examination, and the
compulsory and security surplus calculation. Adjustments made as a result of the examination
are noted at the end of this section in the area captioned "Reconciliation of Surplus per

Examination."
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North American Insurance Company

Bonds

Stocks:
Preferred stocks

Cash, cash equivalents, and short-term
investments

Contract loans

Receivables for securities

Investment income due and accrued

Premiums and considerations:
Uncollected premiums and agents'

balances in course of collection

Net deferred tax asset

Guaranty funds receivable or on deposit

Receivable from parent, subsidiaries and
affiliates

Health care and other amounts receivable

Write-ins for other than invested assets:
Premium tax refund receivable
Gooduwill-assumption reinsurance
Prepaid expenses

Total Assets

Assets
As of December 31, 2013

Assets
$19,094,865
50,000

557,239
10,685
5,746
274,410

84,266
2,890,065
2,665

968
7,233

112,712
1,636,202

1,006

$24,728,062

14

Net
Nonadmitted Admitted
Assets Assets
$ $19,094,865
50,000
557,239
10,685
5,746
274,410
84,266
1,694,691 1,195,374
2,665
968
7,210 22
112,712
835,742 800,460
1,006
$2,538,650 $22,189,412



North American Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2013

Aggregate reserve for life contracts $ 3,821,468
Aggregate reserve for accident and health contracts 3,624,762
Liability for deposit-type contracts 20,073
Contract claims:

Life 47,640

Accident and health 2,360,001
Premiums and annuity considerations received in

advance 897,734
Contract liabilities not included elsewhere:

Interest maintenance reserve 176,132
Commissions to agents due or accrued 46,526
General expenses due or accrued 182,103
Taxes, licenses, and fees due or accrued, excluding

federal income taxes 252,531
Current federal and foreign income taxes 304,275
Unearned investment income 1,732
Amounts withheld or retained by company as agent or

trustee 442
Amounts held for agents' account, including agents’

credit balances 3,831
Remittances and items not allocated 3,663
Miscellaneous liabilities:

Asset valuation reserve 70,848

Payable to parent, subsidiaries and affiliates 184,503
Write-ins for liabilities:

Uncashed checks pending escheatment 2,739

Liability for interest on death claims 2,990
Total liabilities 12,003,991
Common capital stock $ 1,747,800
Gross paid in and contributed surplus 13,222,383
Unassigned funds (surplus) (4,784,761)

Total capital and surplus 10,185,421
Total Liabilities, Capital and Surplus $22,189,412
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North American Insurance Company
Summary of Operations
For the Year 2013

Premiums and annuity considerations for life and

accident and health contracts $26,880,570
Net investment income 976,580
Amortization of interest maintenance reserve 19,115
Commissions and expense allowances on

reinsurance ceded 215

Miscellaneous income:
Write-ins for miscellaneous income:

Miscellaneous income 127
Total income items 27,876,607
Death benefits $ 536,365
Annuity benefits 22,701
Disability benefits and benefits under accident and

health contracts 22,649,373
Surrender benefits and withdrawals for life contracts 59,163
Interest and adjustments on contract or deposit-type

contract funds (2,037)
Increase in aggregate reserves for life and accident

and health contracts (980,211)
Subtotal 22,286,354

Commissions on premiums, annuity considerations,
and deposit-type contract funds (direct business

only) 2,830,530
General insurance expenses 2,141,627
Insurance taxes, licenses, and fees excluding federal
income taxes 614,244
Increase in loading on deferred and uncollected
premiums 368
Total deductions 27,872,387

Net gain (loss) from operations before dividends to
policyholders and federal income taxes 4,220

Federal and foreign income taxes incurred (excluding

tax on capital gains) 423,338
Net Loss $ (419,118)

16



North American Insurance Company

Cash Flow

For the Year 2013

Premiums collected net of reinsurance

Net investment income

Miscellaneous income

Total

Benefit- and loss-related payments

Commissions, expenses paid, and
aggregate write-ins for deductions

Federal and foreign income taxes paid
(recovered)

Total deductions

Net cash from operations

Proceeds from investments sold,
matured, or repaid:
Bonds
Stocks
Total investment proceeds
Cost of investments acquired (long-term
only):
Bonds
Miscellaneous applications
Total investments acquired
Net increase (or decrease) in contract
loans and premium notes
Net cash from investments

Cash from financing and miscellaneous
sources:

Net deposits on deposit-type
contracts and other insurance
liabilities

Other cash provided (applied)

Net cash from financing and
miscellaneous sources

Reconciliation:
Net change in cash, cash equivalents,
and short-term investments
Cash, cash equivalents, and short-term
investments:
Beginning of year

End of Year

$1,440,162
55,000

1,767,876

2,939
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$24,025,144
5,709,356

1,626,430

1,495,162

1,770,815

3,010

(5,305)
439,924

$26,888,385
1,081,544
342
27,970,271

31,360,931
(3,390,660)

(278,662)

434,619

(3,234,703)

3,791,942

$ 557,239



North American Insurance Company
Compulsory and Security Surplus Calculation
December 31, 2013

Assets $22,189,412
Less security surplus of insurance

subsidiaries 0
Less liabilities 12,003,991

Adjusted surplus 10,185,421

Annual premium:
Individual life and health $26,803,103
Factor 15%
Total $4,020,465

Group life and health 85,283
Factor 10%
Total 8,528

Greater of 7.5% of consideration or 2%
of reserves for annuities and deposit
administration funds 2,764

Compulsory surplus (subject to a

$2,000,000 minimum) 4,031,757
Compulsory Surplus Excess or (Deficit) $ 6,153,664
Adjusted surplus (from above) $10,185,421

Security surplus: (140% of compulsory
surplus, factor reduced 1% for each
$33 million in premium written in
excess of $10 million, with a

minimum of 110%) 5,644,459
Security Surplus Excess or (Deficit) $ 4,540,962

18



North American Insurance Company
Analysis of Surplus
For the Five-Year Period Ending December 31, 2013
The following schedule details items affecting the company’s total capital and surplus

during the period under examination as reported by the company in its filed annual statements:

2013 2012 2011 2010 2009

Capital and surplus,

beginning of year $ 9,803,648 $11,564,380 $11,265,148 $ 9,300,649  $10,340,212
Net income (419,118) (1,962,220) (4,150,656) (856,933) 846,570
Change in net deferred

income tax 428,324 762,203 909,097 537,637 (126,452)
Change in nonadmitted

assets and related items 366,877 (559,927) (451,255) (1,705,644) 200,893
Change in liability for

reinsurance in

unauthorized and

certified companies 43,693
Change in asset valuation

reserve 5,690 (788) (7,954) (20,120) (4,267)
Surplus adjustments:

Paid in 4,000,000 4,000,000
Dividends to stockholders (2,000,000)

Write-ins for gains and
(losses) in surplus:
Additional admitted
deferred tax assets 431,191
Reclass of additional
deferred tax assets to
special surplus funds (421,632)

Capital and Surplus,
End of Year $10,185.421 $ 9,803,648 $11,564,380 $11,265,148 $ 9,300,649

19



North American Insurance Company
Insurance Regulatory Information System
For the Five-Year Period Ending December 31, 2013
The company’s NAIC Insurance Regulatory Information System (IRIS) results for the

period under examination are summarized below. Unusual IRIS results are denoted with

asterisks and discussed below the table.

Ratio 2013 2012 2011 2010 2009
#1 Net change in capital and surplus 4% -15*% -33*% -22%%  -10*%
#2 Gross change in capital and surplus 4 -15* 3 21 -10*
#3 Netincome to total income -2* -5* -11* -3* 19
#4 Adequacy of investment income 597 774 796 380 184
#5 Nonadmitted to admitted assets 11* 12* 9 7 1
#6 Total real estate and mortgage loans
to cash and invested assets 0 0 0 0 0
#7 Total affiliated investments to capital
and surplus 0 0 0 4 2
#8 Surplus relief 0 0 0 -1 0
#9 Change in premium -24* -7 47 1953* -20*
#10 Change in product mix 1.3 1.3 .01 3.7 0.6
#11 Change in asset mix 1.7 0.3 1.6 3.3 0.3
#12 Change in reserving 9024* 3017* 236* 226* -704*

Exceptions to the normal range in Ratios 1, 2 and 3 are due to losses that the company
experienced on the assumed Medicare supplement block. The ratios have generally improved in
recent years as the company has been managing its acquisition of Medicare supplement business
through premium adjustments.

Ratio 5 which was exceptional in 2012 and 2013 reflects the company’s large non-
admitted assets related to deferred taxes and goodwiill.

Ratio 9 was exceptional in 2009, 2010 and 2013, and reflects premium rate changes in the
Medicare supplement block and a decline in the number of policies in force.

Ratio 12 was exceptional in 2009 through 2013 due to the change in focus to the Medicare

supplement business in 2010.
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Year

2013
2012
2011
2010
2009
2008

Growth of North American Insurance Company

Year Admitted Assets Liabilities Capital and Surplus
2013 $22,189,412 $12,003,991 $10,185,421
2012 24,938,446 15,134,798 9,803,648
2011 24,923,882 13,359,502 11,564,380
2010 26,365,040 15,099,892 11,265,148
2009 14,329,952 5,029,303 9,300,649
2008 16,179,711 5,839,499 10,340,212
Net Life Premiums, Annuity Considerations, and Deposits
Life Insurance Annuity Deposit-type
Year Premiums Considerations Contract Funds
2013 $ (6,534) $0 $0
2012 2,053,055 0 0
2011 4,048 0 0
2010 5,740 0 0
2009 (3,723) 0 0
2008 (25,320) 0 0
Life Insurance In Force (in thousands)
In Force Reinsurance Net
Year End of Year Ceded In Force
2013 $ 5,883 $ 0 $ 5,883
2012 7,929 0 7,929
2011 10,761 2,911 7,850
2010 14,817 3,162 11,654
2009 22,022 3,432 18,590
2008 41,477 3,816 37,661
Accident and Health
Incurred Combined
Net Claims and Cost Other Loss and
Premiums Containment Commissions Expenses Expense
Earned Expenses* Incurred Incurred** Ratio
$27,311,364 $22,526,867 $2,835,721 $2,564,388 102.3%
33,776,659 29,820,889 4,039,560 2,609,363 108.0
38,453,538 36,044,020 5,478,868 3,012,061 115.8
21,970,628 19,411,687 2,369,024 1,420,843 105.7
1,508,185 1,052,148 57,652 343,186 96.4
2,142,731 1,167,514 48,228 1,682,993 135.3

* |Includes increase in contract reserves
** |Includes taxes, licenses, and fees
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The large life premium shown above for 2012 is due to statutory reserves, previously
ceded to Citizens Security Life Insurance Company, received upon termination of the reinsurance
agreement.

The company’s acquisition of the Medicare supplement book of business from
National States Insurance Company in 2010 changed the focus of NAI's business away from
credit insurance in runoff to Medicare supplement. The company’s admitted assets went from
$14.3 million in 2009 to $26.4 million in 2010. During the period under examination, admitted
assets increased 37.1%, surplus decreased 1.5%, and net premiums earned increased 2,481%.
The company has experienced net losses since assuming the Medicare supplement block, but
the results have improved considerably between 2011 when the net loss recorded was
$4.2 million to a loss of $419 thousand in 2013. The company received capital contributions of
$4 million in 2010 and another $4 million in 2011. The company has not been writing any new
business but has focused on adjusting rates to improve profitability of the renewal policies. All of

the company’s premium is renewal Medicare supplement business.

Reconciliation of Surplus per Examination

No adjustments were made to surplus as a result of the examination. The amount of

surplus reported by the company as of December 31, 2013, is accepted.
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Vil. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There was one specific comment and recommendation in the previous examination
report. Comments and recommendations contained in the last examination report and actions
taken by the company are as follows:

1. Disaster Recovery Plan—It is recommended that the company update its business continuity
plan to reflect changes to IT/business resources.

Action—Compliance.
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Summary of Current Examination Results

This section contains comments and elaboration on those areas where adverse
findings were noted or where unusual situations existed. Comment on the remaining areas of the
company's operations is contained in the examination work papers.

Financial Statement Reporting

The 2013 audited financial statements reported on the assets page an item “Other
invested assets” of $17 thousand. However, the annual statement reports on line 8 that “Other
invested assets” is zero. Additionally, on the asset page of the audited financial statements there
is an item “Other assets” of $117 thousand. There is no corresponding item on the NAIC annual
statement filing.

Section Ins 50.06 (3), Wis. Adm. Code, requires that the annual audited financial
report be prepared in a form and using language and groupings substantially the same as the
relevant sections of the annual statement filed with the commissioner. The presentation in the
2013 audited financial statement was not consistent with the asset categories as shown in the
annual statement filed with this office. It is recommended that the company comply with the
requirements of s. Ins 50.06 (3), Wis. Adm. Code, so that the classifications used in the audited
financial statements are substantially the same as those used in the NAIC annual statement filed
with the commissioner.

Financial Reserving and Actuarial Assumptions

In 2012 and 2013 the company’s external auditor, under the advice of an actuarial
consultant, noted that the assumptions used for the National States Medicare supplement active
life reserves were in many cases incorrect or inappropriate. The external auditor recommended
that the company revise its methodology and assumptions for calculating these reserves. The
company is early in the process of revising its active life reserve calculations. The examination’s
consulting actuary concurred with the recommendation of the company’s auditor. As an example,
the examination actuary cited that for issue years 2006 and later the interest rate assumption
used by the company (4.5%) exceeds the maximum rate required by s. Ins 3.17, Wis. Adm.

Code. The effect on the total reserves was not considered material for purposes of the
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examination. However, it is recommended that the company develop and implement revised
active life reserve factors which incorporate appropriate assumptions which are in compliance
with s. Ins 3.17, Wis. Adm. Code.
Asset Adequacy Analysis

The analysis performed by the actuarial consultant retained by the examination to
review the company’s reserves and asset adequacy analysis noted that the company’s actuarial
memorandum and analysis prepared by the company focused entirely on cash flow testing. The
company’s actuary reported that cash flow testing was performed on 55.4% of the company’s net
reserves, while 41.6% of reserves were tested using alternate methods including a “Highly Risk
Controlled Business Demonstration” and the Loss Ratio method (97% of reserves were tested).
There was no further discussion of the alternate methods in the memorandum. It is
recommended that the company in future actuarial memoranda include a detailed description of
any analysis performed, and the corresponding results, for any methods used in addition to cash

flow testing so as to comply with the requirements of s. Ins 50.79 (2), Wis. Adm. Code.
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VIIl. CONCLUSION

North American Insurance Company is a wholly owned subsidiary of Oxford Life
Insurance Company, an Arizona-domiciled insurer, and is part of a holding company in which the
ultimate owner is AMERCO, a publicly traded Nevada-based company which is the parent
company of U-Haul International, Inc.

During the period under examination, admitted assets increased 37.1%, surplus
decreased 1.5% and net premiums earned increased 2481%. Since acquiring the National
States Medicare supplement block of business in 2010, the company has focused on this part of
its business. It still has a small amount of credit life and disability insurance in runoff. All of the
company’s premium is renewal Medicare supplement business, as the company is not currently
writing new business.

The current examination determined that the company is in compliance with the
recommendation of the prior examination. The current examination resulted in one
recommendation regarding financial statement reporting and two recommendations regarding
financial reserving and asset adequacy. The examination did not make any reclassification of
account balances or adjustments to surplus as reported by the company in its year-end 2013
statutory financial statements. The examination noted that, as of December 31, 2013, the
company had admitted assets of $22,189,412, liabilities of $12,003,991, and policyholders'

surplus of $10,185,421.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

1. Page 24 - Financial Statement Reporting—It is recommended that the company comply
with the requirements of s. Ins 50.06 (3), Wis. Adm. Code, so that the
classifications used in the audited financial statements are substantially the
same as those used in the NAIC annual statement filed with the
commissioner.

2. Page 25 - Financial Reserving and Actuarial Assumptions—It is recommended that the
company develop and implement revised active life reserve factors which
incorporate appropriate assumptions which are in compliance with s. Ins
3.17, Wis. Adm. Code.

3. Page 25 - Asset Adequacy Analysis—It is recommended that the company in future
actuarial memoranda include a detailed description of any analysis
performed, and the corresponding results, for any methods used in addition
to cash flow testing so as to comply with the requirements of s. Ins 50.79 (2),
Wis. Adm. Code.
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