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May 10, 2023

Michael Yaworsky
Commissioner

Office of Insurance Regulation
State of Florida

Tallahassee, Florida 32399-0326

Dear Commissioner:

Pursuant to your instructions, in compliance with Section 624.316, Florida Statutes, Rule 690-
138.005, Florida Administrative Code, and in accordance with the practices and procedures
promulgated by the National Association of Insurance Commissioners (“the NAIC”), we have
conducted an examination as of December 31, 2021, of the financial condition and corporate affairs
of

NGM Insurance Company
4601 Touchton Road East, STE 3400
Jacksonville, FL 32246

hereinafter referred to as “the Company” or “NGM.” Such report of examination is herewith
respectfully submitted.



SCOPE OF EXAMINATION

This examination covered the period of January 1, 2021 through December 31, 2021. Fieldwork
commenced with planning on June 22, 2022. and concluded on May 10, 2023. The Company’s
last full scope exam by representatives of the Florida Office of Insurance Regulation (“Office”)

covered the period of January 1, 2016 through December 31, 2020.

The examination was conducted in accordance with the NAIC Financial Condition Examiners
Handbook (“the Handbook”). The Handbook requires that the examination be planned and
performed to evaluate the financial condition, assess corporate governance, identify current and
prospective risks of the Company, and evaluate system controls and procedures used to mitigate
those risks. An examination also includes identifying and evaluating significant risks that could

cause an insurer’s surplus to be materially misstated both currently and prospectively.

The examination was a multi-state/coordinated process. The lead state for this exam was
Wisconsin. The other states that participated were California, Florida, Georgia, lllinois, Indiana,

Minnesota, New York, and Texas.

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 the NAIC Statements of Statutory Accounting
Principles (“SSAP”).

This examination report includes information obtained from the examination of the records,
accounts, files and documents of or relative to the Company and other information as permitted
by Section 624.319, Florida Statutes. There may be other items identified during the examination
that, due to their nature (for example, subjective conclusions or proprietary information), are not
included within the examination report but separately communicated to other regulators and/or

the Company.
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SUMMARY OF SIGNIFICANT FINDINGS

Current Examination Findings

There were no significant findings as a result of this examination.

Previous Examination Findings

There were no significant findings in the previous examination.

COMPANY HISTORY
General

The Company was organized in March of 1923 under the laws of New Hampshire as the National
Grange Mutual Liability Company and began business on July 16, 1923. All of the outstanding
policy liabilities of a former companion carrier, National Grange Fire Insurance Company (formed
in 1935), were reinsured into the Company on December 31, 1958. The corporate title was revised
to National Grange Mutual Insurance Company on January 1, 1959. Effective June 6, 2005,
National Grange Mutual Insurance Company re-domesticated to the State of Florida.
Subsequently, in August of 2005, under the Plan of Reorganization approved by the Office,
National Grange Mutual Insurance Company was converted to a stock insurance company and
renamed NGM Insurance Company. On October 31, 2018, the Company changed ownership,
when NGM'’s former ultimate parent, Main Street America Group Mutual Holdings, Inc. (“MSA
Holdings”), a Florida mutual insurance holding company, merged with American Family Insurance

Mutual Holding Company, a Wisconsin mutual insurance holding company.

Dividends

The Company declared and paid a dividend to its stockholder in 2021 in the amount of
$100,293,000.
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Capital Stock and Capital Contributions

As of December 31, 2021, the Company’s capitalization was as follows:

Number of authorized common capital shares 10,000,000
Number of shares issued and outstanding 5,250,000
Total common capital stock $5,250,000
Par value per share $1.00

Surplus Notes

The Company had one surplus note as of December 31, 2021. The note was issued on November
2, 2016, with a par value of $70,000,000, a fixed interest rate of 7.25%, and a maturity date of

November 2, 2036.

Acquisitions, Mergers, Disposals, Dissolutions

The Company had no acquisitions, mergers, disposals, or dissolutions during the period under

examination.

MANAGEMENT AND CONTROL

Corporate Governance

The annual shareholder meeting for the election of Directors was held in accordance with Section

628.231, Florida Statutes. All of the Directors serving as of December 31, 2021, were employees

of the Company and are shown below:
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Directors

Name

City, State

Principal Occupation,
Company Name

Sarah Christine Bourdeau

Hartford, CT

Head of Sales

Theresa Elaine Breunig-
Silbernagel

Sun Prairie, WI

Head of Personal Lines and Transformation

Joseph David Freitas

Sturbridge, MA

Chief Financial Officer and Treasurer

Kimberly Killian Law

Ponte Vedra Beach, FL

General Counsel and Secretary

Christopher Robert Listau

Waunakee, WI

President and Chief Executive Officer

David Scot Medvidofsky

Jacksonville, FL

Head of Products and Operations

Anna Diane Parker

Saint Johns, FL

Head of Human Resources

In accordance with the Company’s Bylaws, the Board appointed the following Senior Officers:

Senior Officers

Christopher Robert Listau

Joseph David Freitas Kimberly Killian Law

The Company did not have any internal board committees, The committees of AFIMHC'’s Board

of Directors also served the Company.

Holding Company System

A simplified organizational chart as of December 31, 2021, reflecting the holding company

system, is shown on the following page. Schedule Y of the Company’s 2021 annual statement

provided a list of all related companies of the holding company group.
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Simplified Organizational Chart
December 31, 2021

American Family
Insurance Mutual
Holding Company

AmFam Holdings, Inc

American Family
Mutual Insuarance
Company S.1.

AmFam Inc.

Main Street America
Group Inc.

NGM Insurance
Company (FL)

Austin Mutual
Insurance Company

Spring valley Mutual Grain Dealers,
Insurance Company, Mutual Insurance
(MN) Company (IN)

Main Street America
Financial Corporation

Main Street America
Assurance Company
(FL)

Old Dominion
Insurance Company
(FL)

Main Street America
Protection Insurance
Company (FL)

MSA Insurance
Company (SC)

The following agreements were in effect between the Company and its affiliates:

Consolidated Tax Allocation Agreement

The Company is party to a tax allocation agreement (Second Restated Tax Allocation
Agreement). Under the agreement, all of the parties that are members of the affiliated group file
one consolidated federal income tax return. Each party is then allocated its share of the tax liability
or refund based on an estimate of what its individual status would have been if it filed separately.
Intercompany balances are settled (on an estimated basis) as soon as Parent and the applicable
companies agree, but in no event later than 90 days of the payment of any estimated tax
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payments, with a final determination and settlement made within 90 days of the filing of any
applicable income tax return or amended tax return.

Intercompany Services and Cost Allocation Agreement

The Company entered into an Intercompany Services and Cost Allocation Agreement with its
ultimate parent and a number of affiliates, effective June 11, 2019. Under this agreement,
American Family Mutual Insurance Company, S.I. (“AFMICSI”), may provide to other parties, and
one or more of the other parties may provide to AFMICSI goods, third-party services, and
management and other direct services including, without limitation, executive, corporate strategy,
business development, legal, corporate governance, product management, product development,
underwriting, marketing, customer sales, customer service, policy administration, billing, claims,
reserving, sourcing and procurement, human resources, business integration, communications,
strategic data and analytics, financial, treasury, investment, enterprise risk, reinsurance, internal
audit, licensing, compliance, and information and technology services used by parties in the

conduct of their business.

Intercompany Expense Allocation Agreement

Effective June 30, 2007, the Company, along with its insurance subsidiaries, entered into an
intercompany expense allocation agreement. Per the agreement, the Company does the
following:

a) Provide administrative and managerial services;

b) Allocate expenses incurred under the agreement;

c) Allocate indirect costs based upon a uniform and reasonable basis; and

d) Furnish statements that account for the expense paid on behalf of each affiliate party to

the agreement.

Intercompany Quota Share Reinsurance Agreement

The Company is the lead company in an intercompany pooling arrangement with its insurance

subsidiaries. This is discussed in greater detail below in the Reinsurance section of this report.
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Loss Portfolio Transfer and 100% Quota Share Reinsurance Agreement

Effective January 1, 2019, the Company and AFMICSI entered into a Loss Portfolio Transfer and
100% Quota Share Reinsurance Agreement. This is discussed in greater detail below in the
Reinsurance section of this report.

ACCOUNTS AND RECORDS

The Company maintained its principal operational offices in Jacksonville, Florida.

TERRITORY AND PLAN OF OPERATIONS

The Company was authorized to transact insurance in the following states and the District of

Columbia:
Alabama Arizona Arkansas
Colorado Connecticut Delaware
Florida Georgia Idaho
lllinois Indiana lowa
Kansas Kentucky Louisiana
Maine Maryland Massachusetts
Michigan Minnesota Mississippi
Missouri Montana Nebraska
Nevada New Hampshire New Jersey
New Mexico New York North Carolina
North Dakota Ohio Oklahoma
Oregon Pennsylvania Rhode Island
South Carolina South Dakota Tennessee
Texas Utah Vermont
Virginia Washington West Virginia
Wisconsin Wyoming
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The Company was authorized to transact insurance in Florida on May 26, 2005, and is currently

authorized for the following lines of business as of December 31, 2021:

e Fire e Multi-Peril Crop

e Farmowners Multiple Peril e Homeowners Multiple Peril

e Commercial Multiple Peril e Ocean Marine

e Inland Marine e Workers’ Compensation

e Other Liability e Private Passenger Auto Liability

e Commercial Auto Liability e Private Passenger Auto Physical Damage
e Commercial Auto Physical Damage e Fidelity

e Surety e Glass

e Burglary and Theft e Boiler and Machinery

¢ Mobile Home Multiple Peril ¢ Mobile Home Physical Damage

e Allied Lines

The Company primarily writes Homeowners Multiple Peril, Commercial Auto Liability, and Auto
Physical Damage policies in the states where it is licensed or eligible. The states with the highest
direct premium written were New York, Massachusetts, and Connecticut, with premiums of
$75,934,239, $58,670,861, and $42,531,395, respectively.

REINSURANCE

The reinsurance agreements reviewed complied with NAIC standards with respect to the standard
insolvency clause, arbitration clause, intermediary clause, transfer of risk, reporting and

settlement information deadlines.

Reinsurance Assumed

As previously mentioned, the Company was the lead company in an intercompany pooling
arrangement with its insurance subsidiaries and affiliates. Pursuant to the terms of the
intercompany quota share reinsurance agreements, the Company assumed 100% of the net
underwriting results from its insurance subsidiaries and affiliates. The Company also assumed
certain risks through a voluntary reinsurance program and involuntary reinsurance pools and

programs. The voluntary assumed reinsurance risks were primarily written through brokers on
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various accounts. This voluntary assumed business primarily consisted of non-standard auto and

the contracts were quota share reinsurance agreements.

Reinsurance Ceded

A limited number of facultative reinsurance cessions to nonaffiliated reinsurers are placed by the

Company

In January 2019, AFMICSI executed a loss portfolio transfer and prospective 100% quota share
reinsurance agreement with NGM, to assume 100% of all business under the affiliated pooling
arrangement discussed above under “Reinsurance Assumed.” The AFMICSI agreement also
includes provisions covering any potential losses not otherwise collected from third-party
reinsurers, thus effectively mitigating any material risk associated with third-party reinsurance

collections.
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FINANCIAL STATEMENTS

The following includes the Company’s statutory Statement of Assets, Liabilities, Surplus and
Other Funds; statutory Statement of Income; and the statutory Analysis of Changes in Surplus for
the year ended December 31, 2021. The financial statements are based on the statutory financial
statements filed by the Company with the Florida Office of Insurance Regulation and present the
financial condition of the Company for the period ending December 31, 2021. (Note: Failure of
the columns to add to the totals reflected in this Report is due to rounding.)
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NGM Insurance Company
Assets
December 31, 2021

Nonadmitted Net Admitted
Assets Assets Assets
Bonds $93,827,372 $93,827,372
Common stocks $149,665,700 $149,665,700
Real Estate
Properties occupied by the company $3,220,454 $3,220,454
Properties held for the production of income $46,220 $46,220
Cash and short-term investments $(18,677,418) $(18,677,418)
Other invested assets $9,527,834 $5,000,000 $4,527,834
Subtotals, cash and invested assets $237,610,162 $5,000,000 $232,610,162
Investment income due and accrued $441,279 $441,279
Premiums and considerations
Uncollected premiums and agents’ balances $49,115,867 $7,492,784 $41,623,083
Deferred premiums, agents’ balances and $256,952,570 $256,952,570
installments
Reinsurance
Amounts recoverable from reinsurers $127,887,408 $127,887,408
Funds h_eld by or deposited with reinsured $67.277.673 $67.277.673
companies
Current federal a_nd foreign income taxes $14.,377.259 $14.,377.259
recoverable and interest thereon
Net deferred tax asset $78,736,348 | $73,621,501 $5,114,847
Guaranty funds receivable or on deposit $66,320 $66,320
Electronic data processing equipment and $9.237.876 $8,420,799 $817,077
software
Furmture and equipment, including health care $996.544 $996.544 $0
delivery assets
Receivable from parent, subsidiaries and affiliates $78,572,090 $9,398 $78,562,692
Aggregate write-in for other than invested assets $24,008,832 $3,377,986 $20,630,846
Total $945,280,228 | $98,919,012 $846,361,216
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NGM Insurance Company
Liabilities, Surplus and Other Funds
December 31, 2021

Per Company

Reinsurance payable on paid losses and loss adjustment expenses $56,571,697
CCr(]);:g;?ai;sions payable, contingent commissions and other similar $16.937,770
Other expenses $38,923,280
Taxes, licenses and fees $3,366,863
Borrowed money $845,833
Advance premiums $7,436,636

Ceded reinsurance premiums payable

$119,965,696

Funds held by company under reinsurance treaties $985
Amounts withheld or retained by company for account of others $8,903,187
Remittances and items not allocated ($31,746)
Provision for reinsurance $869,000
Payable to parent, subsidiaries and affiliates $4,872,726
Aggregate write-in for liabilities $19,704,087

Total liabilities

$278,366,014

Common capital stock

$5,250,000

Surplus notes

$70,000,000

Gross paid-in and contributed surplus

$100,022,969

Unassigned funds (surplus)

$392,722,233

Surplus as regards policyholders

$567,995,202

Totals

$846,361,216
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NGM Insurance Company
Statement of Income
December 31, 2021

Per Company

Investment Income

Net investment income earned $7,118,420
Net realized capital gains or (losses) ($760,921)
Net investment gain or (loss) $6,357,499
Federal & foreign income taxes incurred ($12,920,329)
Net Income $19,277,828

Capital and Surplus Account

Surplus as regards policyholders, December 31 prior year

$648,281,338

Net Income

$19,277,828

Change in net unrealized capital gains or losses less capital gains
fax

$2,476,286

Change in net deferred income taxes

($10,654,182)

Change in non-admitted assets $10,001,302
Change in provision for reinsurance $1,122,302
Dividends to stockholders ($100,293,000)

Aggregate write-ins for gains and losses in surplus

($2,216,674)

Change in surplus as regards policyholders for the year

($80,286,138)

Surplus as regards policyholders, December 31, current year

$567,995,200
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NGM Insurance Company

Reconciliation of Capital and Surplus

December 31, 2021

No adjustments were made to surplus as regards policyholders as a result of this examination.

Capital/Surplus Change during Examination Period

Surplus at December 31, 2020, per Company

$648,281,338

Increase Decrease
Net Income $19,277,828
Change in net unrealized capital gain (loss) $2,476,286
Change in net deferred income tax $10,654,182
Change in non-admitted assets $10,001,302
Change in provision for reinsurance $1,122,302
Dividend to stockholders $100,293,000
Aggregate write in $2,216,674

Net increase (or decrease)

($80,286,138)

Surplus at December 31, 2021 per Company

$567,995,200
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COMMENTS ON FINANCIAL STATEMENT ITEMS

Capital and Surplus

The amount of capital and surplus reported by the Company of $567,995,200, exceeded the
minimum of $15,000,000 required by Section 624.408, Florida Statutes.
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CONCLUSION

The insurance examination practices and procedures as promulgated by the NAIC have been
followed in ascertaining the financial condition of NGM Insurance Company as of December 31,
2021, consistent with the insurance laws of the State of Florida.

In addition to the undersigned, the following individuals from Noble Consulting Services, Inc.

(“Noble”) and Merlinos & Associates, Inc. (“Merlinos”) also participated in the examination:

Chad Mason, PIR Examination Manager Office
James Wheeler, PIR Examiner Office
W.A. O’Connell, CPA, CFE, CFE (fraud) Exam Supervisor Noble
Greg Fanoe, FCAS, MAAA Actuarial Specialist Merlinos

Respectfully submitted,
Vitaliy Kyryk, CFE
Examiner-in-charge

Noble Consulting Services, Inc.
Representing the Florida Office of Insurance Regulation

Daniel W. Applegarth! CFE, CPA, PIR
Chief Financial Examiner

Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
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