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February 5, 2024

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, 2022, of the financial condition and corporate affairs
of

SUNZ Insurance Company
1301 6" Ave West
Bradenton, Florida 34205

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, 2018 through December 31, 2022, and the
fieldwork commenced with planning with the Florida Office of Insurance Regulation (“the Office”)
on May 23, 2023. The fieldwork concluded as of February 5, 2024. The Company’s last full scope
exam by representatives of the Office covered the period of January 1, 2013 through December
31, 2017.

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 on a Florida domestic only and did not involve participation from other

states. 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
All of the findings noted during this examination period have been resolved by the Company
subsequent to the examination date. However, the findings or exceptions are discussed in detail

in the body of the examination report.

Previous Examination Findings
The following is an update on other significant regulatory information disclosed in the previous

examination.

Audit Committee
The Company did not have an Audit Committee as required by Section 624.424(8)(c), Florida
Statutes and Rule 690-137.002(14), Florida Administrative Code.

Resolution:

The Board of Directors of the Company formed an Audit Committee effective December 1, 2018.

Conflict of Interest
Conflict of Interest Statements for officers and directors were not provided for the years 2014 and
2016.

Resolution:

Conflict of Interest Statements were provided for all years under current examination.

Loss Reserving

The examination actuary initially determined the opining actuary’s estimated loss and loss
adjustment expense reserves to be deficient as of December 31, 2017, by a gross amount of
$13,896,512 and net amount of $4,751,564 based on information available at that time.

Resolution:
The examination actuary concluded that a hindsight estimate under an alternative approach that

addresses these theoretical issues in the opining actuary’s analysis generally supports the
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reserves estimated by the opining actuary as of December 31, 2017. Therefore, given that the
Company’s booked reserves were essentially equal to the opining actuary’s estimated reserves,
it was the examination actuary’s opinion that booked reserves were reasonable and no

adjustments were recommended to the Company’s booked reserves.

COMPANY HISTORY

General

The Company was incorporated in Florida on October 30, 1986, and commenced business on
December 23, 1986. The Company was authorized to transact Workers’ Compensation insurance
coverage in Florida on October 26, 2009, and continued to be authorized as of December 31,
2022.

During the examination period, the Company was party to the following consent orders:

Consent Order Date Filed
197470-16-CO July 11, 2017
242329-19-CO March 11, 2019
272454-20-CO November 16, 2020
274037-20-CO December 18, 2020
291923-22-CO March 25, 2022

On July 11, 2017, Consent Order 197470-16 consolidated all previously issued Consent Orders.

Consent Order 291923-22 incorporates all other remaining operative provisions of 197470-16.

Dividends

The Company did not declare or pay any dividends during the period under examination.

Capital Stock and Capital Contributions

As of December 31, 2022, the Company’s capitalization was as follows:
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Number of authorized Class A common capital shares 2,000,000
Number of authorized Class B common capital shares 2,000,000
Number of shares issued and outstanding of Class A shares 1,000,000
Total common capital stock $3,000,000
Par value per share $3.00

As of December 31, 2022, the Company’s stock was owned 100% by Sunz Holdings, LLC (the

“Parent”). The Parent was owned (100%) by Steven Francis Herrig.

The Parent contributed capital contributions during the exam period of the following:

Year Amount

2021 $20,000,000
2020 $30,000,000
2018 $23,000,000

Surplus Notes

In 2016, the Company issued $1,250,000 and $750,000 in subordinated surplus debentures to its
affiliates Next Level Administrators, LLC (“NLA”) and Sunz Insurance Solutions, LLC,
respectively, as of December 31, 2022. In December 2021, the notes were transferred to the
Parent. All surplus notes bear annual interest at three percent (3.0%); however, any payment of
interest or principal may only be made with prior approval from the Office and only to the extent
the Company has sufficient surplus earnings to make the payment. No interest or principal

payments have been made to date.

Acquisitions, Mergers, Disposals, Dissolutions

The Company acquired 100% of Ashmere Insurance Company (“Ashmere”) in March 2019. In
December 2020, the Company sold 100% of Ashmere and entered into an assumption
reinsurance agreement with Ashmere assuming loss and Allocated Loss and Adjustment
Expenses (‘ALAE”) reserves of $1,729,000. Blackstone Group purchased a 30% stake in the
Parent and invested another $30,000,000 in the Company. The Company created two single
purpose real estate entities in 2020. Sunz Property Il acquired a building designated for expansion
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of the Company’s home office. In 2021 Sunz Property Il formed a wholly owned subsidiary,
Connect Central LLC (“Connect Central”), to assist in managing a portion of its property. Sunz
Property Il was formed to acquire a single-family residence held for the production of income. In
2021, Blackstone Group sold their 30% stake in the Parent to Steven Herrig making him the 100%
owner of the Company. The Parent agreed to sell its non-insurance subsidiaries, including Sunz
Insurance Services and Accelevant NewCo, along with its subsidiaries, to Acrisure Holdings.
Sunz Property IV was formed in 2022 to purchase a condominium for use by home office visitors.
On March 31, 2022, the Company was approved by the OIR to begin using a new captive
business plan which will allow the Company to incorporate the ability to utilize a client’s captive
insurance program or otherwise manage workers’ compensation programs that utilize captive
reinsurance. In April 2022, the Company sold Sunz Property, LLC, a single purpose real estate
entity that owned the Company’s home office building to Steve Herrig, the ultimate controlling
person. In October 2022, the Parent formed Myakka Insurance Services, LLC, to administer

program operations.

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, 2022, are shown below:

Directors
Name City, State Principal Occupation,
Company Name
. . . President & Owner,
Steven Francis Herrig (1) Bradenton, Florida Sunz Holdings, LLC
. . Attorney,
Peter Daniel Arling Dubuque, lowa O'Connor & Thomas, P.C
. , Chief Technology Officer,
Glen Joseph Distefano Bradenton, Florida Sunz Holdings, LLC
James Eugene Boyd Bradenton, Florida Principal and Chief Executive Officer,
Boyd Insurance & Investment Services
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Anthony Joseph Galioto

Newnan, Georgia

Retired

Karrah Andrea Herring

Indianapolis, Indiana

Chief Equity Officer. Indiana Governors
executive office

(1) Chairman

In accordance with the Company’s Bylaws, the Board of Directors (“Board”) appointed the

following Senior Officers:

Senior Officers

Name

City, State

Title

Steven Francis Herrig

Bradenton, Florida

Chief Executive Officer

Richard Thomas Leonard

Bradenton, Florida

President

Jeffrey Harold Marshall @)

Bradenton, Florida

Chief Financial Officer & Treasurer

Theodore George Bryant

Bradenton, Florida

Secretary

Karen Ann Bolinder

Bradenton, Florida

Chief Operating Officer

(2) Subsequent to December 31, 2022, Jeffrey Marshall will be replaced by Nick Banigo pending

OIR approval.

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

internal Board committees and their members as of December 31, 2022. The first person listed

for each committee is the chairman.

As of the examination date, the Company did not maintain the required number of three or more

members of an Audit Committee, as required by Section 624.424(8)(c), Florida Statutes.

Audit Committee

Steven Francis Herrig

Anthony Joseph Galioto

Investment Committee

Steven Francis Herrig

Peter Daniel Arling
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Subsequent Event: Through Unanimous Written Consent of the Board, the Company added

Peter Arling to the Audit Committee and Anthony Galioto to the Investment Committee as of
January 10, 2024.

Holding Company System

The last holding company registration statement was filed with the State of Florida on July 17,
2023, as required by Section 628.801, Florida Statutes, and Rule 690-143.046, Florida
Administrative Code.

A simplified organizational chart as of December 31, 2022, reflecting the holding company
system, is shown on the following page. Schedule Y of the Company’s 2022 annual statement

provided a list of all related companies of the holding company group.
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SUNZ Insurance Company
Organizational Chart
December 31, 2022

Steven F. Herrig
100% Owner
| |
SUNZ Property, LLC Accelevant Holdings, LLC Prominence Holdings, LLC
(FL) (FL) (TN)
Risk America Management, LLC SUNZ Holdings, LL.C
(FL) (FL)
SUNZ Insurance Company DiffRins Insurance Company SPC

(FL) (CYM)

SUNZ Property 111, PPSA, LLC Myakka Insurance Services,
LLC (FL) LLC
(FL) (FL)

SUNZ Property IV, PPVZ}%)LLC
LLC
(FL)

SUNZ Property 11,
LLC
(FL)

Connect Central,

LLC
(FL)
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The following agreements were in effect between the Company and its affiliates:

Claim Services Agreement

The Company maintained a claims services agreement with NLA executed on May 17, 2016,
including Addendum No. 1 effective January 1, 2018. Under the agreement, NLA provides claims
adjusting and administrative services for property and casualty coverages and exposures for the
Company. The agreement is terminable by either party with sixty (60) days prior written notice.

NLA receives a service fee equal to four percent (4%) of earned total standard premium.

Cost Allocation Agreement

The Company entered into a Cost Allocation Agreement with Sunz Group, LLC and Sunz
Insurance Solutions (“SIS”), formerly JAAG Underwriting Company, LLC, effective July 1, 2007.

SIS provides managing general underwriting services.

Lease Agreement

The Company maintained a lease agreement with Sunz Property, LLC, entered into December
30, 2015. Sunz Property, LLC, is a real estate property entity which owns real estate occupied by
the Company. Real estate occupied by the Company, which is recorded at cost and depreciated
over the estimated useful life, had a carrying value of approximately $6,150,000 at December 31,
2022.

Managing General Agent Agreement

The Company entered into an exclusive managing general agency (“MGA”) agreement with SIS
effective November 5, 2015. SIS provides marketing, underwriting, loss control, and premium and
collateral billing and collection services. Addendum No. 1 was executed on May 17, 2016, to
exclude claims administration services from the agreement. The agreement is renewed
automatically for successive one-year terms and terminable without cause by either party with six
(6) months written notice of termination. The terms of the agreement allow for a fee of up to

twenty-five percent (25%) of direct premium earned.
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Third Party Claims Administration Agreement

The Company, along with United Wisconsin Insurance Company, (“UWIC”), an affiliate of
Accident Fund Group, (“AF Group”), maintained a third-party claims administration agreement
with NLA effective October 1, 2017. NLA provided third party administration and claims services
for policies through a quota share reinsurance agreement. NLA receives a fee of four percent

(4%) of the standard premium on program policies for claims adjustment.

Underwriting Agency Agreement

The Company, along with UWIC and AF Group, entered into an underwriting agency agreement
with SIS effective on October 1, 2017. SIS will be underwriting and issuing policies in the name

of AFG affiliates through a quota share reinsurance agreement.

ACCOUNTS AND RECORDS

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

TERRITORY AND PLAN OF OPERATIONS

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

Alabama Alaska Arizona

Arkansas California Colorado
Connecticut Delaware District of Columbia
Florida Georgia Hawaii

Idaho lllinois Indiana

lowa Kansas Kentucky

Louisiana Maryland Massachusetts
Michigan Minnesota Mississippi
Missouri Montana Nebraska

Nevada New Hampshire New Mexico
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North Carolina Oklahoma Pennsylvania
Rhode Island South Carolina North Dakota
Tennessee Texas Utah
Vermont Virginia West Virginia
Wisconsin

The Company was authorized to transact insurance in Florida on November 2, 1989, and is

currently authorized to write workers compensation coverage as of December 31, 2022.

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

On March 1, 2022, the Company entered into an amended and restated one hundred percent
(100%) quota share reinsurance agreement with UWIC and AF Group affiliates effective January
1, 2022. The Company assumes one hundred percent (100%) of the gross liability and written
premium on business covered under the quota share arrangements. This agreement replaced
the prior agreement with UWIC and AF Group effective October 1, 2017. Prior to these
agreements, the Company was party to a one hundred percent (100%) Quota Share Reinsurance
Agreement with Benchmark Insurance Company effective October 1, 2015, through September
30, 2017.

The Company also assumes business from various unaffiliated risk pools. For the year ended
December 31, 2022, the Company assumed paid loss and ALAE of approximately $30,900,000.
Funds held by the Company’s fronting carrier partners as security pursuant to the one hundred
percent (100%) quota share arrangements totaled approximately $1,343,359 as of December 31,
2022.

Page 11 of 20
Report of Examination for SUNZ Insurance Company



Reinsurance Ceded

The Company purchases excess of loss reinsurance coverage to limit its financial exposure to

large claims.

Effective September 1, 2021, the Company entered into a quota share reinsurance agreement
brokered by AON with subscribing reinsurers Renaissance Reinsurance US Inc., Partner
Reinsurance Company of the US, Sirius Point America Insurance Co, and Aspen Bermuda Ltd.
The Company ceded eighteen percent (18%) with a twelve-point loss corridor and a maximum

reinsurer loss of eighty-five percent (85%) net of the loss corridor.

Effective January 1, 2022, the Company entered into a catastrophe excess of loss reinsurance
agreement brokered by Acrisure Re and reinsured by the AF Group. The AF Group’s maximum
annual recovery for all loss occurrences during the term of the contract was $30,000,000 for the
first layer, $60,000,000 for the second layer and $370,000,000 for the third layer.

Effective January 1, 2022, the Company entered into an excess of loss reinsurance agreement
brokered by Guy Carpenter and reinsured by Markel Bermuda and MS Amlin AG. The maximum
retention per loss occurrence for the reinsurer is $3,000,000 for the first layer and $5,000,000 for
the second layer. The aggregate maximum retention for all loss occurrences for the reinsurer is
$36,000,000 for the first layer and $30,000,000 for the second layer.
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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, 2022. 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, 2022. (Note: Failure of

the columns to add to the totals reflected in this Report is due to rounding.)
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Sunz Insurance Company

Assets

December 31, 2022

Nonadmitted | Net Admitted
Assets Assets Assets

Bonds $483,359,853 0 | $483,359,853
Stocks

Preferred stocks 2,720,028 0 2,720,028

Common stocks 8,381,086 0 8,381,086
Real Estate

Properties occupied by the company 6,595,710 0 6,595,710

Properties held for the production of income 1,395,097 0 1,395,097

Properties held for sale 0 0 0
Cash and short-term investments 144,169,465 0| 144,169,465
Receivables for securities 60,078 0 60,078
Subtotals, cash and invested assets $646,681,317 0 | $646,681,317
Investment income due and accrued 2,518,589 0 2,518,589
Premiums and considerations

Uncollected premiums and agents’ balances 39,357,496 52,739 39,304,757

Deferred premiums, agents’ balances and

installments 4,678,997 116,001 4,562,996

Accrued retrospective premiums 157,851 0 157,851
Reinsurance

Amounts recoverable from reinsurers 8,731,846 0 8,731,846

Funds held by or deposited with reinsured

companies 1,343,359 0 1,343,359
Net deferred tax asset 4,188,963 1,744,978 2,443,985
Aggregate write-in for other than invested assets (1,469,654) 3,256,984 (4,726,638)
Total assets excluding Separate Accounts,
Segregated Accounts and Protected Cell Accounts 706,188,764 5,170,702 | 701,018,062
From Separate Accounts, Segregated Accounts and
Protected Cell Accounts 0 0 0
Total $706,188,764 | $5,170,702 | $701,018,062
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Sunz Insurance Company

Liabilities, Surplus and Other Funds

December 31, 2022

Per Company

Losses $83,693,939
Reinsurance payable on paid losses and loss adjustment

expenses 196,009
Loss adjustment expenses 35,108,697
Other expenses 8,398,880
Taxes, licenses and fees 2,486,807
Current federal and foreign income taxes 2,643,804
Unearned premiums 78,500
Ceded reinsurance premiums payable 50,459,575
Amounts withheld or retained by company for account of others 386,876,825
Payable to parent, subsidiaries and affiliates 16,214
Aggregate write-in for liabilities (32,713,496)
Total liabilities excluding protected cell liabilities 537,245,754
Total liabilities $537,245,754
Aggregate write-ins for special surplus funds 6,113,971
Common capital stock 3,000,000
Surplus notes 2,000,000
Gross paid-in and contributed surplus 117,589,493
Unassigned funds (surplus) 35,068,844
Surplus as regards policyholders 163,772,308

Totals

$701,018,062
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Sunz Insurance Company
Statement of Income
December 31, 2022

Per Company

Underwriting Income

Premiums earned

$132,107,164

Deductions
Losses Incurred $29,297,246
Loss adjustment expenses incurred 49,246,840
Other underwriting expenses incurred 50,806,107
Total Underwriting deductions $129,350,193
Net underwriting gain (loss) $2,756,971
Investment Income
Net investment income earned $10,073,241
Net realized capital gains or (losses) 1,626,418
Net investment gain or (loss) $11,699,659
Other Income

Aggregate write-ins for miscellaneous income $6,172,786
Total other income $6,172,786
Net income before dividends to policyholders, after capital gains tax and

before all other federal and foreign income taxes $20,629,416
Net income, after dividends to policyholders, after capital gains tax and

before all other federal and foreign income taxes $20,629,416
Federal & foreign income taxes incurred 4,592,210
Net Income $16,037,206

Capital and Surplus Account

Surplus as regards policyholders, December 31 prior year

$150,190,512

Net Income 16,037,206
Change in net unrealized capital gains or losses less capital gains

tax (2,712,805)
Change in net deferred income taxes 1,410,239
Change in non-admitted assets (1,152,844)
Change in surplus as regards policyholders for the year 13,581,796
Surplus as regards policyholders, December 31, current year $163,772,308
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Sunz Insurance Company

Reconciliation of Capital and Surplus
December 31, 2022

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, 2017 per Company $37,187,560
Increase Decrease

Loss in surplus

Change in net unrealized capital gain (loss) 6,694,140

Change in net deferred income tax 2,483,593

Change in non-admitted assets 3,416,598

Change in surplus notes

Change in paid in surplus 73,000,000

Transferred to surplus 61,211,893

Net increase (or decrease)

$126,584,748

Surplus at December 31, 2022 per Company

$163,772,308
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COMMENTS ON FINANCIAL STATEMENT ITEMS

Capital and Surplus

The amount of capital and surplus reported by the Company of $163,772,308, exceeded the
minimum of $8,636,365 required by Section 624.408, Florida Statutes.
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SUBSEQUENT EVENTS

Subsequent to December 31, 2022, the Company entered into a loss portfolio transfer with Pallas
Reinsurance Co. The agreement was approved by the OIR on April 27, 2023, and dated May 11,
2023, with an effective date of December 31, 2022. The agreement called for the Company to

cede all outstanding loss and ALAE reserves for accident years 2020 and prior.
Effective January 10, 2024, the Company’s board of directors, through Unanimous Written
Consent, appointed Peter Arling to the Audit Committee and Anthony Galioto to the Investment

Committee bringing the total number of members on each committee to three.

Pending OIR approval, the Company will replace its CFO, Jeffrey Marshall, with Nick Banigo.
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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 Sunz Insurance Company as of December 31,

2022, consistent with the insurance laws of the State of Florida.

In addition to the undersigned, the following individuals from Examination Resources, LLC,

(“Exam Resources”) and Taylor-Walker Consulting, LLC, (“Taylor-Walker”), also participated in

the examination:

Natalie Howe, CFE Exam Manager Exam Resources
Leland Mitchell, CFE Participating Examiner Exam Resources
James Gowins, CISA, AES, AFE, MCM IT Specialist Exam Resources
Steven Sigler, CISA, CFE, AES, AMCM IT Manager Exam Resources
Soloman L. Frazier, FCAS, MAAA Actuary Specialist Taylor-Walker

Respectfully submitted,
/N
&WZ/%—» &7'('- L,ﬁd:ig/i

v

Amy L. Carter, CFE, CPA

Examiner-In-Charge

Examination Resources, LLC

Representing the Florida Office of Insurance Regulation

oy ¥

Chad Mason, PIR

Chief Financial Examiner

Property & Casualty Financial Oversight
Florida Office of Insurance Regulation
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