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Wisconsin Office of the
COMMISSIONER OF INSURANCE Tony Evers, Governor of Wisconsin
FINANCIAL REGULATION Nathan Houdek, Commissioner of Insurance

December 5, 2024

Honorable Nathan D. Houdek
Commissioner of Insurance
State of Wisconsin
101 East Wilson Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of the affairs

and financial condition of:

UNITED WISCONSIN INSURANCE COMPANY
New Berlin, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION

The previous examination of United Wisconsin Insurance Company (the company) was
conducted in 2019 and 2020 as of December 31, 2018. The current examination covered the intervening
period ending December 31, 2023, and included a review of such subsequent transactions as deemed
necessary to complete the examination.

The examination of the company was conducted concurrently with the examination of
Accident Fund Insurance Company of America. The Michigan Department of Insurance and Financial
Services acted in the capacity as the lead state for the coordinated examinations. Work performed by the
Michigan Department of Insurance and Financial Services was reviewed and relied on where deemed
appropriate.

The examination was conducted using a risk-focused approach in accordance with the
National Association of Insurance Commissioners (NAIC) Financial Condition Examiners Handbook. This
approach sets forth guidance for planning and performing the examination of an insurance company to

evaluate the financial condition, assess corporate governance, identify current and prospective risks
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p: 608-266-3585 | 1-800-236-8517 | f: 608-264-6237
ocifinancial@wisconsin.gov | oci.wi.gov



mailto:ocifinancial@wisconsin.gov
http://www.oci.wi.gov/

(including those that might materially affect the financial condition, either currently or prospectively), and
evaluate system controls and procedures used to mitigate those risks.

All accounts and activities of the company were considered in accordance with the risk-
focused examination process. This may include assessing significant estimates made by management
and evaluating management’s compliance with statutory accounting principles, annual statement
instructions, and Wisconsin laws and regulations. The examination does not attest to the fair presentation
of the financial statements included herein. If during the course of the examination an adjustment is
identified, the impact of such adjustment will be documented separately at the end of the “Financial Data”
section in the area captioned "Reconciliation of Surplus per Examination."

Emphasis was placed on 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 completing this examination were
performed. The examination work papers contain documentation concerning the alternative or additional
examination steps performed during the examination.

Independent Actuary's Review

An independent actuarial firm was engaged under a contract with the Michigan Department of

Insurance and Financial Services. The actuary reviewed the adequacy of the company’s loss and loss

adjustment expense reserves. The actuary’s results were reported to the examiner-in-charge.



Il. HISTORY AND PLAN OF OPERATION
The company was organized in 1957 as Health Insurance Corporation. The name was
changed to United Wisconsin Insurance Company effective January 1, 1983. Below is a brief history of

the company since its inception.

1957 United Wisconsin Insurance Company (UWIC) was formed under Chapter 611
of the Wisconsin Statutes. At the time, UWIC was a subsidiary of Blue Cross
Blue Shield of Wisconsin.

2002 UWIC became a 100% owner of United Heartland, Inc. (UHI). UHI was
subsequently dissolved (all assets/liabilities were absorbed by UWIC).
2002 UWIC became a 100% owner of United Heartland of lllinois, Inc. (UHIL). UHIL

was a Managing General Agent that sold and administered worker’s
compensation products. UHIL was subsequently dissolved (all assets/liabilities
were absorbed by UWIC).

2004 UWIC entered into an assumption reinsurance agreement with an affiliate,
Unicare Life & Health Company (Unicare) to transfer a number of its A&H
policies.

2004 UWIC entered into an assumption reinsurance agreement, transferring its
behavioral health policies to an unaffiliated company, Abri Health Plan, Inc.

2005 UWIC entered into an assumption reinsurance agreement, transferring its
remaining A&H policies to Unicare.

2005 Accident Fund Insurance Company of America (AFICA) acquired 100% of

UWIC. AFICA is a member of the Blue Cross Blue Shield of Michigan health
care system.

Blue Cross Blue Shield of Michigan Mutual Insurance Company (BCBSM), the ultimate
controlling entity, is a nonprofit health care organization. BCBSM has wholly owned and minority
investments in subsidiaries organized into two business units. Emerging Markets and Health Plan
Business. All legal entities of the Emerging Markets division were transferred to the ownership of
Emergent Holdings, Inc. (Emergent Holdings) following its formation in 2018. Emergent Holdings is a
wholly owned subsidiary of BCBSM and owns 100% of the outstanding stock of Accident Fund Holdings,
Inc. (Accident Fund Holdings) and other legal entities, including companies not writing insurance.
Emergent Holding provides oversight, strategic direction, performance management, and financial and
risk management services.

Accident Fund Insurance Company of America (AFICA) is 100% owned by Accident Fund
Holdings, and in turn owns ten insurance subsidiaries, both directly and indirectly. The five direct
subsidiaries are: Accident Fund General Insurance Company (AFGIC), Accident Fund National Insurance
Company (AFNIC), CompWest Insurance Company (CWIC), United Wisconsin Insurance Company

(UWIC), and Third Coast Insurance Company (TCIC) (collectively, the “AF Group”). The five indirect



subsidiaries acquired in 2023 as part of the acquisition of the AmeriTrust Group include: Star Insurance
Company, AmeriTrust Insurance Corporation, ProCentury Insurance Company , Century Surety
Company, and Williamsburg National Insurance Company.

AFICA and its insurance subsidiaries collectively operate as the Accident Fund Group (AF
Group).

In 2023, the company wrote direct premium in the following states:

California $ 37,998,379 15.8%
Wisconsin 29,841,018 12.4
Texas 27,577,090 11.5
New York 22,505,690 9.4
New Jersey 20,037,903 8.3
lllinois 16,328,844 6.8
North Carolina 9,582,380 4.0
Minnesota 7,899,349 3.3
Pennsylvania 7,062,319 2.9
Florida 5,548,908 2.3
All others 56,088,756 23.3
Total $240,470,636 100.0%

The company is licensed in the District of Columbia and all states with the exception of
Hawaii. UWIC’s mix of business includes worker’'s compensation, commercial auto, inland marine and

other liability business written directly and through fronting arrangements.



The following table is a summary of the net insurance premiums written by the company in

2023. The changes in premiums of the company are discussed in the “Financial Data” section of this

report.
Direct Reinsurance Reinsurance Net

Line of Business Premium Assumed Ceded Premium
Inland marine $ 947,909 $ $ 947,909 $0
Workers’ compensation 199,648,626 3,269,304 202,917,930 0
Other liability — occurrence 391,557 391,597 0
Other commercial auto

liability 36,662,794 36,662,794 0
Commercial auto physical

damage 2,819,750 2,819,750 0
Reinsurance —

non-proportional

assumed liability 3,389,642 3,389,642 0
Total All Lines $240,470,636 $6.658,946 $247.129,582 $0



lll. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of five members elected annually, all of whom are employees
of the company or affiliates and may also be members of other boards of directors in the holding
company group. Officers are elected annually to serve a one-year term.

Currently, the board of directors consists of the following persons:

Term
Name Principal Occupation Expires
Tricia A. Keith Executive Vice President, Chief Operating 2025
Officer, Blue Cross Blue Shield of Michigan,
Emerging Markets President
Lisa M. Corless President and Chief Executive Officer, Accident 2025
Fund Holdings
Stephan J. Cooper President, Commercial Markets, Accident Fund 2025
Group
Anthony G. Phillips Executive Vice President Business 2025
Performance, Chief Risk Officer and Chief
Actuary, Emergent Holdings.
John S. Robert Executive Vice President and Chief 2025

Administrative Officer, Emergent Holdings

Officers of the Company

The officers serving at the time of this examination are as follows

Name Office
Stephan J. Cooper President
Anthony G. Phillips Treasurer
Bobbi J. Elliott Secretary

Committees of the Board
The company's bylaws allow for the formation of certain committees by the board of directors.

The committees at the time of the examination are listed below:



Audit Committee 1

Timothy J. McCarthy, Chair
Gregory A. Sudderth, Vice Chair
James G. Agee

Patrick J. Devlin

Yousif B. Ghafari

Paula J. Herbart

" The Audit Committee of Emergent Holdings serves as the audit committee for all members of the group.



IV. AFFILIATED COMPANIES
United Wisconsin Insurance Company is a member of a holding company system. The
organizational chart below depicts the ultimate controlling person, and the relationships among the
affiliates in the Accident Fund Group. A brief description of the significant affiliates follows the chart.

Organizational Chart (Abbreviated)
As of December 31, 20232

Blue Cross Blue
Shield of Michigan

Mutual Insurance
Company (MI)

Emergent
Holdings, Inc.

Accident Fund
Holdings, Inc.

Fundamental

Accident Fund
Holdings, Inc.

Accident Fund
Insurance
Company of
America (M)

Agency, Inc.

Accident Fund Accident Fund CompWest Third Coast United Wisconsin
General Insurance National Insurance Insurance Insurance Insurance
Company (MI) Company (MI) Company (CA) Company WI) Company (WI)

AmeriTrust Group,
Inc.

AmeriTrust Williamsburg
Insurance National Insurance
Corporation (Ml) Company (MI)

Star Insurance
Company (MI)

Century Surety
Company (OH)

ProCentury
Insurance
Company (MI)

2 0n January 3, 2023, Accident Fund Insurance Company of America acquired 100% of the membership
interests of Miracle Nova | (U.S.) LLC, including AmeriTrust Group, Inc. and its five insurance subsidiaries
(the “AmeriTrust Group”) for $609M. At the time of the examination, the AmeriTrust Group members
participated in an intercompany reinsurance pool led by Star Insurance Company (the lead company),
which was separate from the Intercompany Reinsurance and Pooling Agreement led by Accident Fund
Insurance Company of America (discussed in Section V (Reinsurance)).



Accident Fund Insurance Company of America (AFICA)

Accident Fund Insurance Company of America provides various property and casualty
products, including worker’'s compensation, property, general liability, and commercial auto insurance.
AFICA is domiciled in the State of Michigan and is licensed to write business in all 50 states and the
District of Columbia. It is the parent company of the insurance subsidiaries comprising the AF Group and
the recently acquired AmeriTrust Group. As of December 31, 2023, the audited financial statements of
AFICA reported assets of $5,420,572,000, liabilities of $1,836,013,000, and capital and surplus of
$1,836,013,000. Operations for 2023 produced net income of $108,511,000.

AmeriTrust Group, Inc.

AmeriTrust Group, Inc. is indirectly owned by Miracle Nova | (US) LLC (the entity acquired by
AFICA in 2023). AmeriTrust Group, Inc. owns Star Insurance Company, which in turn owns four
insurance company subsidiaries (collectively known as the “AmeriTrust Group”). The AmeriTrust Group
provides a wide array of property and casualty products, including worker's compensation, property,
general liability, and commercial auto.

Accident Fund General Insurance Company (AFGIC)

Accident Fund General Insurance Company provides a wide array of property and casualty
products, including worker’'s compensation, property, general liability and commercial auto. AFGIC is
domiciled in the State of Michigan and is licensed to write business in 48 states and the District of
Columbia. As of December 31, 2023, the audited financial statements of AFGIC reported assets of
$321,055,000, liabilities of $203,236,000 and capital and surplus of $117,819,000. Operations for 2023
produced net income of $1,539,000.

Accident Fund National Insurance Company (AFNIC)

Accident Fund National Insurance Company provides a wide array of property and casualty
products, including worker’'s compensation, property, general liability and commercial auto. AFNIC is
domiciled in the State of Michigan and is licensed to write business in 48 states and the District of
Columbia. As of December 31, 2023, the audited financial statements of AFNIC reported assets of
$168,772,000, liabilities of $78,737,000, and capital and surplus of $90,035,000. Operations for 2023

produced net income of $1,009,000.



CompWest Insurance Company (CompWest)

CompWest Insurance Company provides a wide array of property and casualty products,
including worker’'s compensation, property, general liability, and commercial auto insurance. CompWest is
domiciled in the State of California and is licensed to write business in 12 states. As of December 31,
2023, the audited financial statements of CompWest reported assets of $228,040,000, liabilities of
$73,001,000, and capital and surplus of $155,039,000. Operations for 2023 produced net loss of
$502,000.

Third Coast Insurance Insurance Company (TCIC)

Third Coast Insurance Company is a surplus lines writer providing a wide array of property
and casualty products including worker’'s compensation, property, general liability, and commercial auto
insurance. TCIC is domiciled in the State of Wisconsin and is licensed to write business in all states and
the District of Columbia, with the exception of Hawaii. As of December 31, 2023, the audited financial
statements of TCIC reported assets of $112,164,000, liabilities of $55,660,000, and capital and surplus of
$56,504,000. Operations for 2023 produced net income of $282,000.

Fundamental Agency, Inc.

Fundamental Agency, Inc., was formed in 2018 to facilitate Third Coast Insurance Company’s
ability to write risks on a non-admitted basis in certain jurisdictions.
Agreements with Affiliates

Affiliated reinsurance agreements are discussed in the “Reinsurance” section of the
examination report. A brief summary of the other agreements with affiliates follows.
Intercompany Services Agreement

BCBSM, Accident Fund Holdings, AFICA, and its subsidiaries have been party to an
intercompany services agreement, pursuant to which the parties provide to and/or receive from one
another, various services upon request. Services to be provided include, but are not limited to financial
accounting, underwriting, communications, marketing, claims administration, information systems, and
general management/administrative services. The agreement was amended, effective February 15, 2018,
to include Fundamental Agency, Inc., was further amended effective January 1, 2019, to include

Emergent Holdings and last amended effective January 1, 2023, to add AmeriTrust entities.

10



Tax Allocation Agreement

BCBSM, Accident Fund Holdings, AFICA, and its subsidiaries have been party to a tax
sharing agreement whereby each party is allocated an appropriate portion of the overall consolidated
federal and state income tax liability. The agreement has been amended from time to time to include
additional subsidiaries. The most recent amendment, effective January 1, 2023, added the AmeriTrust

entities.

11



V. REINSURANCE

The company's reinsurance portfolio and strategy at the time of the examination 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.

Affiliated Ceding Contracts

1. Type:
Reinsurer:

Scope:

Participation:

Commissions:
Effective Date:

Expiration:

Intercompany Reinsurance and Pooling Agreement (AF Group)
Accident Fund Insurance Company of America

Accident Fund Insurance Company of America is the Lead Company in the
Intercompany Reinsurance and Pooling Agreement. The participating Affiliated
Companies cede to the Lead Company, and the Lead Company accepts and
reinsures 100% of the underwriting liabilities related to all insurance and
reinsurance policies issued by or on behalf of the Affiliated Companies.

AFICA 100%
AFGIC 0%
AFNIC 0%
CWwiIC 0%
TCIC 0%
uwicC 0%
None

April 1, 2020

Agreement shall continue until termination by the consent of all parties hereto, or
otherwise terminated as of the close of any quarter of a calendar year upon 12
months notice in writing by any party.

Nonaffiliated Ceding Contracts

The AF Group has multiple reinsurance contracts in effect as of December 31, 2023,

covering its various lines of business. The contracts include catastrophic excess of loss, quote share,

facultative, and excess of loss treaty arrangements. Corporate treaties cover the entire enterprise:

worker’'s compensation (covering $215M xs $10M), property (covering property per risk exposure $10M

xs $10M, CAT $270M xs $25M, and Auto Fac $55M xs $20M), and casualty lines (covering $40M xs

$10M).

12



The AF Group strategically places quota share reinsurance on products that roll into
corporate placements, and purchases reinsurance on exposures below the corporate treaty retention.

Lastly, AFICA participates in several state-mandated programs.

13



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, 2023, annual statement. 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." Also included in this section are schedules that reflect the growth of the

company and the compulsory and security surplus calculation.

14



United Wisconsin Insurance Company

As of December 31, 2023

Bonds
Stocks:
Common stocks
Cash, cash equivalents, and short-term
investments
Investment income due and accrued
Premiums and considerations:
Uncollected premiums and agents'
balances in course of collection
Deferred premiums, agents' balances,
and installments booked but
deferred and not yet due
Accrued retrospective premiums and
contracts subject to redetermination
Reinsurance:
Amounts recoverable from reinsurers
Net deferred tax asset
Write-ins for other than invested assets:
Company Owned Life Insurance

Total Assets

Assets

Assets
$130,915,999
62,756
1,286,365
967,199

25,116,010

41,942,540
3,157,488

6,106,123
2,028,612

211,941

$211,795,033

15

Net
Nonadmitted Admitted

Assets Assets
$ $130,915,999
62,756
1,286,365
10 967,199
691,651 24,424,359
99,737 41,842,803
315,749 2,841,739
6,106,123
286,743 1,741,869
211,941
$1,393,880 $210,401,153




United Wisconsin Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2023

Reinsurance payable on paid loss and loss adjustment

expenses $6,106,123
Other expenses (excluding taxes, licenses, and fees) 13,575
Current federal and foreign income taxes 273,179
Ceded reinsurance premiums payable (net of ceding

commissions) 73,763,660
Payable to parent, subsidiaries, and affiliates 424,542
Payable for securities 1,240,619
Total Liabilities $81,821,698
Common capital stock $ 3,000,000
Gross paid in and contributed surplus 40,820,098
Unassigned funds (surplus) 84,759,357
Surplus as Regards Policyholders 128,579,455
Total Liabilities and Surplus $210,401,153

16



United Wisconsin Insurance Company
Summary of Operations

For the Year 2023
Investment Income
Net investment income earned $4,185,805
Net realized capital gains (losses) (3,355,618)
Net investment gain (loss) $ 830,187

Net income (loss) after dividends to policyholders but before

federal and foreign income taxes 830,187
Federal and foreign income taxes incurred 1,141,496
Net Income (Loss) $ (311,309)

17



United Wisconsin Insurance Company

Cash Flow
For the Year 2023
Premiums collected net of reinsurance $1,146,103
Net investment income 4,112,471
Total 5,258,574
Federal and foreign income taxes paid
(recovered) (598,045)
Total deductions 98,045)
Net cash from operations 5,856,619
Proceeds from investments sold,
matured, or repaid:
Bonds $114,215,833
Stocks 198,727
Net gains (losses) on cash, cash
equivalents, and short-term
investments 137
Miscellaneous proceeds 472,553
Total investment proceeds 114,887,250
Cost of investments acquired (long-
term only):
Bonds 119,231,801
Stocks 4,851
Miscellaneous applications 771,069
Total investments acquired 120,007,721
Net cash from investments (5,120,471)
Cash from financing and miscellaneous
sources:
Other cash provided (applied) (318,584)
Net cash from financing and
miscellaneous sources (318,584)
Reconciliation:
Net Change in Cash, Cash
Equivalents, and Short-Term
Investments 417,564
Cash, cash equivalents, and short-term
investments:
Beginning of year 868,801
End of Year $1,286,365

18



United Wisconsin Insurance Company
Compulsory and Security Surplus Calculation
December 31, 2023

Assets $210,401,153
Less liabilities 81,821,698
Adjusted surplus 128,579,455
Compulsory surplus (subject to a minimum of $2 million) 2,000,000
Compulsory Surplus Excess (Deficit) $126,579,455
Adjusted surplus (from above) $128,579,455

Security surplus (140% of compulsory surplus, factor
reduced 1% for each $33 million in premium written in

excess of $10 million, with a minimum factor of 110%) 2,800,000
Security Surplus Excess (Deficit) $125,779,455

19



United Wisconsin Insurance Company

Analysis of Surplus

For the Five-Year Period Ending December 31, 2023

The following schedule details items affecting surplus during the period under examination as

reported by the company in its filed annual statements:

2023

Surplus, beginning of

2022 2021

2020

2019

year $128,859,456 $125,635,448 $129,947,430  $127,329,612  $123,537,053
Net income (311,309) 1,260,669 (4,554,353) 2,747,352 3,852,148
Change in net unrealized
capital gains/losses 14,283 (80,697) 2,287 18,200 12,044
Change in net deferred
income tax 219,648 664,283 193,558 (39,261) (402,818)
Change in nonadmitted
assets (239,087) (453,989) (43,211) 503,098 (708,326)
Write-ins for gains and
(losses) in surplus:
Change in pension
and post retirement
valuation. 36,464 1,833,742 89,737 (611,571) 1,039,511
Surplus, End of Year $128,579,455 $128,859,456 $125,635,448 $129,947,430 $127,329,612
Growth of United Wisconsin Insurance Company
Surplus as
Admitted Regards Net
Year Assets Liabilities Policyholders Income
2023 $210,401,153 $ 81,821,698 $128,579,455 $ (311,309)
2022 216,959,511 88,100,055 128,859,456 1,260,669
2021 235,652,489 110,017,041 125,635,448 (4,554,353)
2020 218,169,757 88,222,327 129,947,430 2,747,352
2019 218,342,758 91,013,146 127,329,612 3,852,148
2018 207,040,823 83,503,770 123,537,053 4,631,502
Net Loss and
Gross Premium Premium Premium LAE Expense Combined
Year Written Written Earned Ratio Ratio Ratio
2023 $247,129,582 $0 $0 0.0% 0.0% 0.0%
2022 317,445,311 0 0 0.0 0.0 0.0
2021 398,884,252 0 0 0.0 0.0 0.0
2020 347,225,252 0 0 0.0 0.0 0.0
2019 338,770,663 0 0 0.0 0.0 0.0
2018 267,292,917 0 0 0.0 0.0 0.0

20



During the period under examination, the company’s surplus increased by 4.1%. The
company cedes all premiums to AFICA under the intercompany pooling agreement and has not received
any contributions from AFICA or paid any dividends to AFICA during the period under examination.

Worker's Compensation and Commercial Auto Liability coverages represented approximately
83% and 15% of gross written premiums in 2023, respectively, with the remaining amounts for Inland
Marine and Other liability lines. A material portion of the company’s direct business is produced by
Managing General Agents/Third-Party Administrators, including fronting arrangements. The remainder is

written by company brokers and agents.

21



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, 2023, is accepted.

22



VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There were 10 specific recommendations in the previous examination report. The actions

taken by the company as a result of the recommendations were as follows

1.  Managing General Agents/Third-Party Administrators — Disclosure Requirements—It is
recommended that UWIC comply with the disclosure requirements pertaining to business written
through/produced by managing general agents and third-party administrators in accordance with
Statement of Statutory Accounting Principle (SSAP) No. 53, paragraph 19 of the NAIC’s Accounting
Practices and Procedures Manual and the NAIC’s Annual Statement Instructions —
Property/Casualty.

Action—Compliance.

2. Managing General Agent-Notification Requirements—It is recommended that UWIC comply with the
managing general agent notification requirements, as set forth in s Ins. 42.05 (5). Wis. Adm. Code.

Action—Compliance.

3. Statutory Reporting of Reinsurance Cessions—It is recommended that the company report all
reinsurance transactions and related collateral with nonaffiliated reinsurers, including all program
business written under fronting or other arrangements, in accordance with SSAP No. 66R, paragraph
77 and the NAIC’s Annual Statement Instructions-Property/Casualty for Schedule F.

Action—Compliance.

4, Compulsory and Security Surplus—It is recommended that UWIC add back all premiums ceded to
unauthorized reinsurers, including but not limited to SUNZ Insurance Company, in future compulsory
and security surplus calculation filings, in accordance with ss. 623.11 and 623.12, Wis. Stat., and s.
Ins 51.8, Wis. Adm. Code.

Action—Compliance.

5. Intercompany Pooling - Required Disclosures—It is recommended that the company comply with the
disclosure requirements pertaining to intercompany pooling arrangements, including but not limited
to disclosures pertaining specifically to cessions to non-affiliated reinsurers, in accordance with
Statement of Statutory Accounting Principles No. 63, paragraph 11, and the NAIC’s Annual
Statement Instructions Property/Casualty for Note 26 of the Notes to Financial Statements.

Action—Compliance.

6. Multi-Beneficiary Trust Agreement—It is recommended that the company amend the Trust
Agreement with SUNZ Insurance Company and Fifth Third Bank to comply with the requirements of
s. Ins 52.05 (2), Wis. Adm. Code, regarding single beneficiary trusts securing reinsurance
obligations.

Action—Compliance.

7. Collateral Requirements of Trust Agreement—It is recommended that the company amend the Quota
Share Reinsurance Agreement with SUNZ Insurance Company to remove all references to offsets to
the required assets deposited in the trust account, and fully fund the related trust account, in

23



10.

accordance with the funding requirements established in Schedule 14.3 of the Quota Share
Reinsurance Agreement, pursuant to s. Ins 52.05 (2) (b), Wis. Adm. Code..

Action—Compliance.

Governing Law-Various Agreements—It is recommended that the company amend the “Governing
Law” clause in the SUNZ Program Agreements, including the Quota Share Reinsurance Agreement,
Underwriting Agency Agreement, and Third-Party Claims Administration Agreement, to reflect
Wisconsin as the governing authority.

Action—Compliance.

Governing Law-Various Agreements—It is recommended that the company amend the
“Miscellaneous” clause in the Trust Agreement with SUNZ Insurance Company and Fifth Third Bank
to reflect the governing authority as the state in which the trust is established, in accordance with s.
Ins 52.05 (2) (h), Wis. Adm. Code.

Action—Compliance.

Signatories to the SUNZ Program Agreements—It is recommended that the company take corrective
action to ensure that the signatory for all contracts, including the SUNZ Program Agreements, be an
officer or agent of the company, who has been authorized by the board to execute contracts on
behalf of the company, in accordance with s. 611.51 (6), Wis. Stat., and s. 180.0841, Wis. Stat.

Action—Compliance.

24



Summary of Current Examination Results
The current examination resulted in no exam recommendations, reclassifications, or surplus

adjustments.
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VIIl. CONCLUSION

United Wisconsin Insurance Company is a stock insurance company that writes worker’s
compensation, commercial auto liability, and property coverage as well as other miscellaneous coverages
on a direct basis and through fronting arrangements. Worker's compensation and commercial auto
liability/property represented 83% and 15%, respectively, of gross premiums written. The company is
licensed in 49 states (excluding Hawaii) and the District of Columbia.

As of December 31, 2023, the audited statutory statements of UWIC reported net admitted
assets of $210,401,153, liabilities of $81,821,698, and capital and surplus of $128,579,455. Operations
for 2023 produced a net loss of $311,309.

The company’s board of directors is comprised entirely of internal management as part of the
larger AF Group residing under Emerging Holdings. The AF Group operations have continued to see
more growth in its specialty lines of business than in worker's compensation, a trend that is expected to
continue. The acquisition of AmeriTrust Group in 2023 by AFICA was a significant event which will impact
future operations of the AF Group.

There were no adjustments made to the company’s policyholders’ surplus as a result of this

examination or recommendations.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

The current examination resulted in no comments or recommendations.
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