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Columbus, Ohio
January 27, 2014

Honorable Mary Taylor

Lt. Governor/Director

State of Ohio

Department of Insurance

50 West Town Street, 3™ Floor
Columbus, Ohio 43215

Dear Madam:

In accordance with Section 3913.21(C) of the Ohio Revised Code (“ORC”), the Ohio
Department of Insurance (“Department”) conducted an examination of

Healthcare Underwriters Group Mutual of Ohio

an Ohio domiciled, mutual, property and casualty insurance company, hereinafter
referred to as the “Company.” The Company is changing its corporate organization
from a mutual to a stock company.

Scope of Examination

The Department last examined the Company as of December 31, 2008. The
Department’s current examination covers the period of January 1, 2009 to and
including November 30, 2013.

The examination was conducted in accordance with the National Association of
Insurance Commissioners (“NAIC”) Financial Condition Examiners Handbook
(“Handbook™). The Handbook requires that the Department plan and perform the
examination to evaluate the Company’s financial condition and identify prospective
risks including corporate governance, identify and assess inherent risks and evaluate
system controls and procedures used to mitigate those risks. An examination also
includes assessing the principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation, management’s
compliance with Statutory Accounting Principles and Annual Statement instructions
when applicable to domestic state regulations.

All accounts and activities of the Company were considered in accordance with the
risk-focused examination process.

For all years under examination, the Certified Public Accounting firm of Johnson
Lambert, LLP provided an unqualified opinion on the Company’s financial



statements as of December 31% based on Statutory Accounting Principles. The
audited financial statements were reviewed during the examination.

Management and Control
Board of Directors

Management of the Company is vested in its Board of Directors, which was
comprised of the following members as of the examination date:

Name Principal Occupation
Thayne R. Alred, M.D. Physician,

Private Practice

Christopher Boshkos, M.D. Physician,
Northeast Ohio Nephrology Associates, Inc.

Howard I. Dickey-White, M.D. Physician,
University Emergency Specialist, Inc.

Joshua M. Salman Chief Executive Officer,
The Company
John M. Surso, M.D. Physician,

Family Medicine Associates of Medina, Inc.

Joseph J. Zigray, C.P.A. Retired



Officers

As of the examination date, the following officers were serving in the designated
positions: '

Name Title

John M. Surso, M.D. Chairperson

Howard I. Dickey-White, M.D. President

Joshua M. Salman Chief Executive Officer

Joseph J. Zigray, C.P.A. Treasurer

David W. Lester, C.P.A., CGM.A. Vice President, Chief Financial Officer
and Assistant Treasurer

Morton C. Bell Vice President — Chief Underwriting
Officer

William C. Ludwig, J.D. Vice President — Chief Claims Officer

Ronald J. Goff Vice President — Chief Sales/Marketing
Officer

Thomas W. Mueller, C.P.A., C.G.M.A. Vice President of Finance and Controller

Susan E. Salman Assistant Secretary

Insurance Holding Company System

The Company is not a member of an insurance holding company system as defined in
ORC Section 3901.32.

Territory and Plan of Operations

The Company is licensed to do business in the State of Ohio. The Company only
writes medical malpractice insurance for physicians.

Reinsurance

Assumed Reinsurance

The Company entered into a quota share reinsurance agreement with Care Risk
Retention Group, Inc. effective May 10, 2013, however, no business has been
assumed.

Ceded Reinsurance

Losses and a proportion share of the allocated loss adjustments expenses are reinsured
under an excess of loss agreement. Losses in excess of $250,000 and up to



$1,000,000 are ceded through a primary excess of loss agreement. The Company’s
recovery of losses is limited to 325% of the maximum reinsurance paid or payable for
the reinsurance contract period. The Company is a 10% participant on this layer.

Losses in excess of $1,000,000 up to $2,000,000 are reinsured under a fixed cost
reinsurance agreement.

Financial Statements

The financial condition and the results of its operations for the eleven months ending
November 30, 2013 are reflected in the following:

Statement of Assets, Liabilities, Surplus and Other Funds
Statement of Income
Statement of Changes in the Capital and Surplus Account



Statement of Assets, Liabilities, Surplus and Other Funds

As of November 30, 2013

Bonds

Cash, cash equivalents and short-term investments
Subtotal, cash and invested assets

Investment income due and accrued

Current federal income tax recoverable

Net deferred tax asset
Total assets

Losses
Loss adjustment expenses
Commissions payable and contingent commissions
Other expenses
Taxes, licenses and fees
Unearned premiums
Advance premium
Ceded reinsurance premiums payable
Payable to parent, subsidiaries and affiliates
Total liabilities

Gross paid in and contributed capital
Unassigned funds (surplus)
Surplus as regards policyholders

Total liabilities, surplus and other funds

$ 24,991,353
1,988,962
26,980,316
173,632
211,670
599,824
27,965.442

6,687,663
4,321,534
30,509
325,058
75,559
2,539,381
62,063
102,706
39,785

14,184.258
10,925,275

2,855,909
13,781,184

$27.965.442



Statement of Income
For the eleven months ending November 30, 2013

Premiums earned
Losses incurred

Loss adjustment expenses incurred
Other underwriting expenses incurred

Total underwriting deductions
Net underwriting loss

Net investment income earned
Net realized capital losses
Net investment gain

Net loss before federal income taxes and dividends to

policyholders

Dividends to policyholders
Federal income tax benefit
Net loss

$4.980.759
1,787,613

1,478,942
2,410,115
3,676,670
(695,911)

580,368

(42,677)
537,691

(158,220)
382

96,188

$ (61.650)

Statement of Changes in the Capital and Surplus Account

Capital and surplus, beginning of the
year

Net income (loss)
Change in net deferred income tax
Change in non-admitted assets

Cumulative effect of changes in
accounting principles

Surplus adjustments: Paid in

Net change in capital and surplus
during the period

Capital and surplus, end of the period

11/30/2013 2012 2011 2010 2009
$13,972.651 $13.051.728 $12.043901 $11.066384 $10.317.058
(61,650) 773,923 460,568 362,710 531,875
(105,228) (75,025) 93,971  (236,989) 69,954
(44,361) 74,798 (1,448) 310,028  (186,453)
68,044

19772 79.183 454736 541.768 333,950
(191.467) 920923  1.007.827 977.517 749,326
$13.781.184 $13.972.651 $13.051.728 $12.043.901 $11.066.384



Notes to Financial Statements
Loss and Loss Adjustment Expense Reserves

The Company’s Board of Directors appointed Orin Linden, Ph.D., FCAS, MAAA,
ARM of MIB Actuarial Solutions, LLC, to render the Company’s Statement of
Actuarial Opinion (“Opinion”). Mr. Linden prepared an Actuarial Report supporting
the Opinion in connection with the preparation of the Company’s November 30, 2013
Annual Statement.

Thomas S. Botsko, ACAS, MAAA, Chief Property & Casualty Actuary of the
Department, reviewed the actuarial report provided by Mr. Linden. Based on his
review, Mr. Botsko determined that the loss and loss adjustment expense reserves
presented in the November 30, 2013 financial statements were reasonably stated.

Conclusion

The balance sheet contained in this Report of Examination reflects the financial
condition of the Company as of November 30, 2013, and is summarized as follows:

Total Admitted Assets 27,965,442

Liabilities $ 14,184,258

Surplus 13,781,184

Total Liabilities and Surplus $ 27,965,442
Acknowledgement

In addition to the aforementioned and undersigned, Patricia Severs, CPA of the
Department participated in this examination.

Respectfully,

A
David A. Cook, CFE
Assistant Chief Examiner
Ohio Department of Insurance




Verification

As required by Section 3901.07 of the Ohio Revised Code, the undersigned hereby
attest to the best of their knowledge and belief that the attached is a true Report of
Examination as of November 30, 2013.

Kl q e Mrliy

Assistant Chief Examiner Date

State of Ohio
County of Franklin

Personally appeared before me the above named David A. Cook personally known to
me, who executed the above instrument and that the statements and answers
contained therein are true and correct to the best of his/her knowledge and belief.

/

Subscribed and sworn to before me this Q_ day of Mﬂ'{, 2014.

(Notary Rybbety CHASE
NOTARY PUBLIC, STATE OF QHIO

WNZZ. 2017
My Commission Expires



