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May 17, 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

Republic Mortgage Assurance Company
1410 North Westshore Boulevard, Suite 800, Tampa, Florida 33607

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



SCOPE OF EXAMINATION

This examination covered the period of January 1, 2017 through December 31, 2021 and the
fieldwork commenced with planning with the Florida Office of Insurance Regulation (“the Office”)
on January 19, 2022. The fieldwork concluded as of May 17, 2023. The Company’s last full scope
exam by representatives of the Office covered the period of January 1, 2013 through December
31, 2016.

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
Pennsylvania, and states that participated in this exam are as follows: California, Delaware,
Florida, lllinois, lowa, Mississippi, Nebraska, North Carolina, Oklahoma, Vermont, and Wisconsin.

The Company has business or licenses in multiple states.

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 material findings or exceptions noted during the examination as of December 31,
2021.

Previous Examination Findings

There were no findings, exceptions, or corrective action to be taken by the Company for the
examination as of December 31, 2016.

COMPANY HISTORY
General

The Company was incorporated in Florida on December 10, 1974 and commenced business on
March 10, 1975.

The Company provides mortgage guaranty insurance, which protects the investors if a borrower
defaults on a first lien mortgage note, and serves primarily as a reinsurer for its affiliates, Republic
Mortgage Insurance Company (“RMIC”) and Republic Mortgage Guaranty Insurance Corporation
(“RMGIC”). The Company’s current operations are limited solely to reinsurance which is assumed

under quota share and excess of loss contracts with its affiliates.

During 2011, RMIC and RMGIC discontinued writing new business and were limited to servicing
the run-off of their existing business. RMIC and RMGIC were placed under administrative
supervision by the North Carolina Department of Insurance the following year and ultimately

ordered to defer the payment of 40% of all settled claims as deferred payment obligations (“DPO”).

On June 27, 2014, the North Carolina Department of Insurance issued a Final Order approving
an Amended (the “Amended Plan”) and Restated Corrective Plan submitted jointly by RMIC and
RMGIC. Under the Amended Plan, RMIC and RMGIC were authorized to pay 100% of their DPOs
accrued as of June 30, 2014, and to settle all subsequent valid claims entirely in cash, without
establishing any DPOs. RMIC and RMGIC remain under the supervision of the North Carolina
Department of Insurance as they continue to operate in run-off mode. Neither the run-off status
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nor the supervision of RMIC and RMGIC, affects the Company’s contractual obligations under

existing reinsurance contracts.

On September 7, 2017, the Company was authorized to change its name from RMIC to Republic
Mortgage Assurance Company.

Dividends

The Company declared and paid dividends to its stockholder in 2020 and 2019 in the amounts of
$200,000 and $900,000, respectively.

Capital Stock and Capital Contributions

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

Number of authorized common capital shares 66,667
Number of shares issued and outstanding 66,667
Total common capital stock $2,533,346
Par value per share $38.00

The Company received a capital contribution from its parent, RMIC Companies, Inc., in the
amount of $88,341, on March 26, 2020.

Surplus Notes

The Company did not have or issue any surplus notes during the period under examination.

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. Directors serving as of December 31, 2021, are shown below:
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Directors

Name

City, State

Principal Occupation,
Company Name

Kevin John Henry ®

Winston Salem, NC

President and Chief Operating Officer,
Chairman of the Board of Directors,
Republic Mortgage Assurance Company

Craig Richard Smiddy ®

Chicago, IL

President and Chief Executive Officer
Old Republic International Corporation

Jimmy Allen Dew

Bermuda Run, NC

Vice Chairman (Retired),
Republic Mortgage Insurance
Corporation

Spencer LeRoy Il

Sun Lakes, AZ

Senior Vice President, Secretary and
General Counsel (Retired),
Old Republic International Corporation

Richard Scott Rager

Oak Brook, IL

Executive Attorney, Director,
Old Republic International Corporation

(a) Chair

(b) On July 1, 2022, Craig Smiddy was elected as Chairman of the Board.

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

Senior Officers

Name

City, State

Title

Kevin John Henry

Winston Salem, NC

President, Chief Operating Officer,
Chairman of the Board of Directors

Cynthia Linville Lowe

Kernersville, NC

Secretary

Randy Lee Hollifield ®

Kernersville, NC

Treasurer

David Christopher Cash

Winston Salem, NC

Chief Financial Officer

Steven Roy Buckland

High Point, NC

Chief Information Officer

(@) On July 21, 2022, Randy Hollifield, Treasurer, retired and was replaced by David Cash.

The Company’s Board appointed several internal committees. The following were the principal

internal board committees and their members as of December 31, 2021. The first person listed

for each committee is the chairman.

Executive Committee

Craig Richard Smiddy

John Maynard Dixon

Spencer LeRoy Il

Arnold Levy Steiner

Fredricka Taubitz

Steven Robert Walker
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Statutes.

The Company maintained an audit committee, as required by Section 624.424(8)(c), Florida

Audit Committee

Fredricka Taubitz

Barbara Ann Adachi

Steven Jay Bateman

Michael Denard Kennedy

Charles James Kovaleski

Peter Boyd McNitt

Glenn William Reed

Steven Robert Walker

Governance and Nominating Committee

Steven Robert Walker

Barbara Ann Adachi

Lisa Jeffries Caldwell

John Maynard Dixon

Michael Denard Kennedy

Charles James Kovaleski

Arnold Levy Steiner

Jimmy Allen Dew

Compensation Committee

John Maynard Dixon

Steven Jay. Bateman

Jimmy Allen Dew

Glenn William Reed

Arnold Levy Steiner

Fredricka Taubitz

Lisa Jeffries Caldwell

Peter Boyd McNitt

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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Republic Mortgage Assurance Company

Simplified Organizational Chart
December 31, 2021

OLD REPUBLIC
INTERNATIONAL
CORPORATION
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I |
OLD REPUBLIC
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(L) (DE)
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OLD REPUBLIC ASSET
MANAGEMENT RMIC COMPAINES, INC.
CORPORATION (DE)

(L)

100%
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REPUBLIC MORTGAGE
INSURANCE COMPANY
(NC)
100%

REPUBLIC MORTGAGE
ASSURANCE COMPANY
OF FLORIDA
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GUARANTY INSURANCE
CORPORATION

(NC)
100%
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The following agreements were in effect between the Company and its affiliates:

Tax Allocation Agreement

The Company entered into a Tax Sharing Agreement with its ultimate parent, Old Republic
International Corporation and its various subsidiaries on October 1, 2010. The method of
allocation between the companies is subject to a written agreement, approved by the Board of
Directors. The allocation is based upon separate return calculation with current credit for net
losses to the extent cash recoveries are available through group income offsets or carry-back
claims. The agreement requires that all balances are to be settled within 45 days after the filing
of the consolidated tax returns.

Management Services Agreement

The Company entered into a Management Services Agreement with its parent, RMIC Corporation
and its affiliates, RMIC and RMGIC on January 1, 2001. Pursuant to the terms of the agreement
certain management and administrative services are provided. Management and administrative
services include but are not limited to executive management, marketing, treasury, personnel,
legal, accounting and financial regulatory compliance, and other administrative support services.
Expenses are allocated based on estimated time and usage and intercompany balances are to

be settled on a quarterly basis.

Investment Counsel Services Agreement

The Company entered into an Investment Counsel Services Agreement with Old Republic Asset
Management Corporation (“ORAMC”) on July 1, 2012. The agreement provides that ORAMC has
the authority to manage, purchase, and sell securities in certain accounts in accordance with the
Company’s investment policy. The Company pays ORAMC an annual fee in quarterly installments

based on the market value of all securities under ORAMC’s supervision.

ACCOUNTS AND RECORDS

The Company maintained its principal operational offices in Winston-Salem, North Carolina.
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TERRITORY AND PLAN OF OPERATIONS

The Company was authorized to transact insurance in the following states:

Alabama Kansas North Dakota
Alaska Kentucky Ohio

Arizona Louisiana Oklahoma
Arkansas Maine Oregon
California Maryland Pennsylvania
Colorado Massachusetts Rhode Island
Connecticut Michigan South Carolina
Delaware Mississippi South Dakota
District of Columbia Missouri Tennessee
Florida Montana Texas
Georgia Nebraska Utah

Hawaii Nevada Vermont
Idaho New Hampshire Virginia
lllinois New Jersey Washington
Indiana New Mexico West Virginia
lowa North Carolina Wisconsin

The Company was authorized to transact insurance in Florida on March 10, 1975, and is currently

authorized for the coverage of mortgage guaranty insurance as of December 31, 2021.

The Company has no direct written premium and assumes mortgage guaranty insurance from its

affiliates.
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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

The Company assumed business written by its affiliates, RMIC and RMGIC, through quota share
and excess of loss treaties, respectively. The premium and losses assumed from the quota share
treaty makes up the majority of the Company’s premium and losses during the examination
period.

Reinsurance Ceded

The Company did not cede any reinsurance during the period of this examination.
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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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Republic Mortgage Assurance Company

Assets

December 31, 2021

Nonadmitted | Net Admitted
Assets Assets Assets
Bonds $13,274,401 $- | 13,274,401
Stocks -

Common stocks 5,479,107 - 5,479,107
Cash, cash equivalents and short-term investments 1,916,143 - 1,916,143
Subtotals, cash and invested assets $20,669,651 $- | $20,669,651
Investment income due and accrued 81,574 - 81,574
Premiums and considerations:

Uncollected premiums and agents’ balances in the

course of collection 92,540 - 92,540
Total $20,843,765 $- | $20,843,765
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Republic Mortgage Assurance Company
Liabilities, Surplus and Other Funds

December 31, 2021

Per Company

Losses $1,518,232
Reinsurance payable on paid losses and loss adjustment expenses 29,064
Loss adjustment expenses 18,974
Other expenses 9,124
Current federal and foreign income taxes 18,628
Net deferred tax liability 230,052
Unearned premiums 3,665
Payable to parent, subsidiaries and affiliates 7,242
Aggregate write-in for liabilities: Statutory contingency reserve 10,207,388
Total liabilities $12,042,369
Common capital stock 2,533,346
Gross paid-in and contributed surplus 375,000
Unassigned funds (surplus) 5,893,050
Surplus as regards policyholders $8,801,396
Totals $20,843,765
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Republic Mortgage Assurance Company

Statement of Income
December 31, 2021

Per Company

Underwriting Income

Premiums earned $470,102
Deductions
Losses Incurred (37,105)
Loss adjustment expenses incurred 17,716
Other underwriting expenses incurred 264,334
Total underwriting deductions $244,945
Net underwriting gain $225,157
Investment Income

Net investment income earned 377,294
Net investment gain $377,294
Net income before dividends to policyholders, after capital gains tax $602,451
and before all other federal and foreign income taxes

Net income, after dividends to policyholders, after capital gains tax $602,451
and before all other federal and foreign income taxes

Federal & foreign income taxes incurred 107,629
Net Income $494,822

Capital and Surplus Account

Surplus as regards policyholders, December 31 prior year $7,560,618
Net income 494,822
Change in net unrealized capital gains less capital gains tax 702,054
Change in net deferred income taxes (4,555)
Change in nonadmitted assets 862
Aggregate write-ins for gains in surplus 47,595
Change in surplus as regards policyholders for the year $1,240,778
Surplus as regards policyholders, December 31, current year $8,801,396
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Republic Mortgage Assurance 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, 2016, per Company $8,950,419
Increase Decrease

Net income (loss) $1,797,960 $-

Change in net unrealized capital gain (loss) 1,031,106 -

Change in net deferred income tax 66,292 -

Change in non-admitted assets 675 -

Surplus adjustments: Paid in 88,341 -

Dividend to stockholders - (1,100,000)

Aggregate write-ins for gains and losses in

surplus - (2,033,397)

Net decrease $(149,023)
Surplus at December 31, 2021 per Company $8,801,396
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COMMENTS ON FINANCIAL STATEMENT ITEMS

Capital and Surplus

The amount of capital and surplus reported by the Company of $8,801,396, exceeded the
minimum of $4,000,000 required by Section 624.408, Florida Statutes.

SUBSEQUENT EVENTS

Redomestication

On April 18, 2023, the North Carolina Department of Insurance approved the Company’s
redomestication to North Carolina. The redomestication was processed by Florida and final

approval was granted on May 19, 2023.
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The insurance examination practices and procedures as promulgated by the NAIC have been

followed in ascertaining the financial condition of Republic Mortgage Assurance Company as of

CONCLUSION

December 31, 2021, consistent with the insurance laws of the State of Florida.

In addition to the undersigned, the following individuals from the Florida Office of Insurance
Regulation (“FLOIR”) and Risk and Regulatory Consulting, LLC (“RRC”) also participated in the

examination:
Chad Mason, PIR
James Wheeler, PIR
Jan Moenck, CFE
Dave Evans, CFE

Exam Manager FLOIR

Participating Examiner FLOIR
Partner RRC
Participating Examiner RRC

Respectfully submitted,

o e

Joshua J. Johnson, CFE

Senior Manager

Risk and Regulatory Consulting, LLC

Representing the Florida Office of Insurance Regulation

il Y Rt

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

Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
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