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May 23, 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

US Coastal Property & Casualty Insurance Company
301 NW 138" Terrace
Jonesville, Florida 32669

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 August 21, 2023. The fieldwork concluded as of May 23, 2024. The Company’s last full scope
exam by representatives of the Office covered the period of January 1, 2017 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 a multi-state/coordinated process. The lead state for this exam was New

York, and the participating state was Florida.

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

There were no significant findings in the previous examination.

COMPANY HISTORY

General

The Company is a Florida domiciled property and casualty insurance company that obtained its
Certificate of Authority from the Florida Office of Insurance Regulation on February 23, 2016. The
Company is a wholly owned subsidiary of USCPC Holdings, Inc. (the Parent), a privately held
company incorporated in Delaware. The Company owns 25.54% of US Coastal Holdings, LLC.
Other affiliates of the Company are listed in Schedule Y — Part 1. The Parent is wholly owned by
Cabrillo Holdings, LLC.

Dividends
The Company did not declare or pay any dividends during the period under examination.
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Capital Stock and Capital Contributions

As of December 31, 2022, the Company’s capitalization was as follows:

Number of authorized common capital shares 2,250,000
Number of shares issued and outstanding 2,250,000
Total common capital stock $2,250,000
Par value per share $1.00

On March 31, 2018, the Company received $900,000 recorded as Additional Paid in Surplus from
USCPC Holdings, Inc.

Surplus Notes

On September 30, 2020, and December 31, 2020, the Company issued surplus notes in the
amount of $2,000,000 each. Cabrillo Holdings, LLC, which owns 100% of USCPC Holdings, Inc.,
holds the entirety of both notes. On December 31, 2019, the Company issued a surplus note in
the amount of $4,000,000. USCPC Holdings, Inc. which owns 100% of the Company, holds the
entire note. The notes are payable within 60 days of any demand, provided that payment may
only be made out of free and divisible surplus of the Company and only upon prior approval of
the Office. Interest is payable quarterly upon prior approval of the Office. Interest expense of
$202,500 was approved, accrued, and reported as part of investment expenses for the current
year. In the event of a liquidation or other winding up of the Company's business, the notes and
any unpaid interest will be repaid out of any assets remaining after the payment of all policy
obligations and all other liabilities of the Company, but before any distribution of assets to the
shareholder of the Company.

Acquisitions, Mergers, Disposals, Dissolutions
The Company had no acquisitions, mergers, disposals, or dissolutions during the period under

examination.
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Corporate Governance

MANAGEMENT AND CONTROL

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

Jeffrey Ryan Hershman

Newberry, Florida

Executive Vice President, Cabrillo Holdings,
LLC;

US Coastal Property & Casualty;

Cabrillo Coastal General Insurance Agency;
Harbor Claims LLC; and

US Coastal Insurance Company

Ronda Lyn Loshonkohl

Newberry, Florida

Executive Vice President, Cabrillo Holdings,
LLC;

US Coastal Property & Casualty; Cabirillo
Coastal General Insurance Agency; Harbor
Claims LLC; and

US Coastal Insurance Company

Michael Lee McNitt

Newberry, Florida

Chief Executive Officer, Cabrillo Holdings, LLC;
US Coastal Property & Casualty;

Cabrillo Coastal General Insurance Agency;
Harbor Claims LLC; and

US Coastal Insurance Company

Roger Lee McNitt

La Jolla, California

Retired,
President and Director of Southern Realty Co

Richard James Roth, Jr.

Huntington Beach,
California

Consultant,
The Burkhalter Group Consulting Actuaries
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In accordance with the Company’s Bylaws, the Board appointed the following Senior Officers:

Senior Officers

Name City, State Title

Michael Lee McNitt Newberry, Florida Chief Executive Officer

Maria Isabel Moller (a) Newberry, Florida Chief Financial Officer

Ronda Lyn Loshonkohl Newberry, Florida Executive Vice President /
Vice President

Jeffrey Ryan Hershman Newberry, Florida Executive Vice President /
Vice President

John William Elbl Gainesville, Florida Chief Risk Office

(a) Resigned on May 31, 2023, and was replaced by Daniel George Riddle as Chief Financial
Officer on May 31, 2023.

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

Statutes.
Audit Committee
Jeffrey Ryan Hershman Ronda Lyn Loshonkohl Michael Lee McNitt
Roger Lee McNitt Richard James Roth, Jr.
Investment Committee
Jeffrey Ryan Hershman Michael Lee McNitt Roger Lee McNitt
Ronda Lyn Loshonkohl Richard James Roth, Jr.
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Holding Company System

The last holding company registration statement was filed with the State of Florida on April 11,
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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US Coastal Property & Casualty Insurance Company
SIMPLIFIED ORGANIZATIONAL CHART
December 31, 2022

Cabrillo Holdings, LLC

(FL)
100%
Cabirillo Coastal
General Insurance USCPC Holdings, Inc. Harbor Claims, LLC
Agency, LLC (DE) (FL)
(FL) 100%

US Coastal Property
& Casualty
Insurance Company
(FL)

US Coastal
Holdings, LLC
(DE)
25.54%

US Coastal
Insurance Company
(NY)

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

Federal Income Tax Allocation Agreement (FITA)

Effective as of January 19, 2021, the Company entered into a new FITA agreement with the
Parent. The FITA agreement remains in force until January 19, 2026, or until terminated.

Managing General Agency Agreement

Effective January 18, 2021, the Company’s Managing General Agency (MGA) agreement with
Cabrillo Coastal General Insurance Agency, LLC (Cabrillo) expired. On January 19, 2021, the
Company entered into a new MGA agreement with Cabrillo. Under the terms of this Agreement,
Cabrillo has authority for policy administration, underwriting, premium billing and collection, agent
appointments, and negotiation of reinsurance. As compensation for its services, Cabirillo receives
a percentage of the collected gross written premium less cancellations plus an expense constant
fee per the Company’s current rate filing. The MGA agreement remains in force until January 19,

2026, or until terminated by either party giving 90 days written notice.

Claims Management Agreement

Effective January 18, 2021, the Company’s Claims Management (CM) agreement with Harbor
Claims, LLC (Harbor) expired. On January 19, 2021, the Company entered into a new CM
agreement with Harbor. Under the terms of the CM Agreement, Harbor has authority for
processing, investigating, adjusting, compromising, defending, litigating, supervising, and
payment of claims; pursuing and collecting subrogation and salvage recoveries for claims; and
appointment and supervision of professional adjusters, appraisers, and attorneys, special
investigators, and other professional consultants to investigate, appraise, adjust, compromise,
settle, defend, and litigate claims. As compensation for its services, Harbor receives a percentage
of earned premium. The CM agreement remains in force until January 19, 2026, or until

terminated by either party giving 90 days written notice.
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Affiliate Reinsurance Assumed

US Coastal Insurance Company (Cedant)

In June 2021, US Coastal Insurance Company changed their Quota Share cession percentage
to the Company from 35% to 25%; also, the base for calculating ceded premiums was changed
from written to earned. US Coastal Insurance Company commuted the quota share treaty placed
with the Company that had expired on May 31, 2022. The commutation was effective June 30,
2022, and was settled on September 28, 2022. During the exam period the ceded premium varied
from a high of $7.5 million in 2018 down to $2.4 million in 2021 (mainly reflecting the change in
QS percentage). In 2022, US Coastal Insurance Company ceded $2,532,000 in premium. The
ceded loss recoverables generally tracked the ceded premium, except for 2022 being $0 due to

the September settlement from the commutation.

Affiliate Reinsurance Ceded

Artex SAC Ltd (Reinsurer)

Effective June 1, 2020, the Company entered into a segregated cell reinsurance agreement with
Artex SAC Limited on behalf of Tobacco Bay Segregated Account, funded by Cabrillo Holdings,
LLC. In 2022, the Company reported $6.5 million in ceded premium and $5.4 million in ceded

unearned premium recoverable from Artex.

ACCOUNTS AND RECORDS

The Company maintained its principal operational offices in Jonesville, Florida.
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TERRITORY AND PLAN OF OPERATIONS

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

Florida Alabama California
Georgia Mississippi North Carolina
South Carolina

The Company was authorized to transact insurance in Florida on February 23, 2016 and is
currently authorized for the following lines of business as of December 31, 2022:

Fire Allied Lines
Homeowners’ Multi-Peril Other Liability

Inland Marine Mobile Home Multi-Peril
Mobile Home Physical Damage

The Company was authorized to transact insurance in California on February 18, 2020, and is

currently authorized for the following lines of business as of December 31, 2022:

Fire Marine
Plate Glass Liability
Burglary Sprinkler

The Company was authorized to transact insurance in Alabama, Georgia, Mississippi, North
Carolina, and South Carolina through its affiliate, Cabrillo Coastal General Insurance Agency,
LLC. on March 11, 2022, and is currently authorized for the following lines of business as of
December 31, 2022:

Mobile Homeowners

Dwelling Fire Condominium Insurance
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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

During the exam period, the Company assumed 35% of the business from USCIC. However, in
June 2021, this was lowered to 25% and the base for calculating ceded premiums was changed
from written to earned. This program was discontinued in June 2022 and final commutation

settlement occurred in September 2022.

During the exam period, the Company assumed business from non-affiliate insurers, Spinnaker
and Palomar. However, in June 2021, the QS cession of 10% from Spinnaker was discontinued
on a cut-off basis. By December 31, 2022, the Company only reported $331,000 of assumed
premium consisting of negative $8,000 from Spinnaker, from the cut-off, and $339,000 thousand

from Palomar.

Reinsurance Ceded

For Treaty-Year 2022, the Company had multiple reinsurance contracts in place. In addition to
coverage by the Florida Hurricane Catastrophe Fund (FHCF), the Company also utilized
Catastrophe Excess of Loss (CAT XOL), Multi-Line Excess of Loss (ML XOL), Reinstatement
Premium Protection (RPP), and a Quota Share (QS) Treaty with their segregated cell captive,
Artex SAC Limited.

+ The ML XOL program covers non-CAT losses and is placed with non-affiliates.

* The CAT XOL program has a $3 million retention, with layered coverage from non-affiliates
and Artex.

* The RPP program provided the Company with the option to reinstate coverage on exhausted
layers and is placed with non-affiliates and Artex.

» Lastly, the Quota Share Treaty with Artex was set up with a 25% cession rate for earned
premium with a provisional commission of 23.5%.
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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 Office 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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US Coastal Property & Casualty Insurance Company
Assets

December 31, 2022

Assets Nonadmitted Net Admitted
Assets Assets

Bonds $31,227,537 $31,227,537
Real Estate

Properties occupied by the company 1,063,414 1,063,414
Cash and short-term investments 3,966,290 3,966,290
Other invested assets 2,964,030 2,964,030
Subtotals, cash, and invested assets 39,221,271 39,221,271
Investment income due and accrued 144,536 144,536
Premiums and considerations

Uncollected premiums and agents' 2,329,528 51,218 2,278,310
balances

Deferred premiums, agents' balances, 1,880,315 1,880,315
and installments
Reinsurance

Amounts recoverable from reinsurer 4,838,295 4,838,295

Funds held by or deposited with 2,108,475 2,108,475
reinsured companies

Other amounts receivable under 699,999 699,999
reinsurance contracts
Net deferred tax asset 2,380,286 594,869 1,785,417
Total assets excluding Separate Accounts, 53,598,221 646,087 52,952,134
Segregated Accounts, and Protected Cell
Accounts
Totals $53,598,221 $646,087 $52,952,134
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US Coastal Property & Casualty Insurance Company
Liabilities, Surplus and Other Funds
December 31, 2022

Per Company

Losses $4,625,198
Reinsurance payable on paid losses and loss adjustment expenses (33,240)
Loss adjustment expenses 888,874
Taxes, licenses and fees 705,467
Unearned premiums 8,834,676
Advance premiums 1,143,933
Ceded reinsurance premiums payable 10,609,045
Payable to parent, subsidiaries and affiliates 38,288
Aggregate write-in for liabilities 22,558
Total liabilities excluding protected cell liabilities 26,834,799
Total liabilities $26,834,799
Common capital stock 2,250,000
Surplus notes 8,000,000
Gross paid-in and contributed surplus 24,150,000
Unassigned funds (surplus) (8,282,664)
Surplus as regards policyholders 26,117,336
Totals $52,952,135
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US Coastal Property & Casualty Insurance Company
Statement of Income
December 31, 2022

Per Company

Premiums earned $21,862,139
Deductions
Losses Incurred $12,439,107
Loss adjustment expenses incurred 2,821,236
Other underwriting expenses incurred 6,194,643
Total Underwriting deductions $21,454,986
Net underwriting gain (loss) $407,153
Investment Income
Net investment income earned $79,115
Net realized capital gains or (losses) (85,651)
Net investment gain or (loss) $(6,536)
Other Income

Aggregate write-ins for miscellaneous income $3,000
Total other income $3,000
Net income before dividends to policyholders, after capital gains tax and $403,617
before all other federal and foreign income taxes

Net income, after dividends to policyholders, after capital gains tax and before 403,617
all other federal and foreign income taxes

Net Income $403,617

Capital and Surplus Account

Surplus as regards policyholders, December 31 prior year $26,194,139
Net Income 403,617
Change in net unrealized capital gains or losses less capital gains tax 61,952
Change in net deferred income taxes (51,413)
Change in non-admitted assets (490,959)
Change in surplus as regards policyholders for the year (76,803)
Surplus as regards policyholders, December 31, current year $26,117,336
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US Coastal Property & Casualty Insurance Company
Reconciliation of Capital and Surplus
December 31, 2022

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

Capital/Surplus Change during Examination Period

Surplus at December 31, 2017, per Company $22,820,267
Increase Decrease

Net Income (loss) 6,819,403

Change in net unrealized capital gain 215,601

(loss)

Change in net deferred income tax 1,622,717

Change in non-admitted assets 630,846

Change in provision for reinsurance 9,000

Change in surplus notes 8,000,000

Change in paid in surplus 900,000

Net increase (or decrease) $3,297,069

Surplus at December 31, 2022, per Company $26,117,336
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COMMENTS ON FINANCIAL STATEMENT ITEMS

Assets
Other Invested Assets

Per Section 625.331(1)(b) Florida Statutes, other investments not specifically authorized are
allowed if such investments do not exceed the lesser of 5 percent of the insurer’s total admitted
assets or 25 percent of the amount by which the insurer’s policyholders’ surplus exceeds the
minimum required to be maintained. In 2022, the Company reported $2,964,030 in Other Invested
Assets for their investment in US Coastal Holdings, LLC. This amount exceeded the allowable
investments imposed by the statute by $333,077.

Subsequent Event:

In review of the Company's 2023 annual statement, the examination noted that the Company's
investment portfolio has been brought into compliance with the statute. This issue has been

corrected.

Capital and Surplus
The amount of capital and surplus reported by the Company of $26,117,336, exceeded the
minimum of $15,000,000 required by Section 624.408, Florida Statutes.
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SUBSEQUENT EVENTS

« On May 31, 2023, Maria Isabel Moller resigned as the Chief Financial Officer and was
replaced by Daniel George Riddle.

* OnJanuary 26, 2024, the Company obtained approval by the Office for a waiver of $6 million
in MGA fees from Cabrillo Coastal General Insurance Agency, LLC.
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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 US Coastal Property & Casualty Insurance

Company as of December 31, 2022, consistent with the insurance laws of the State of Florida.

In addition to the undersigned, the following also participated in the examination:

Bobby Jackson, CPA, APIR Exam Manager Office

Lori Shores, CISA Examiner, IT Specialist Highland Clark, LLC
Aleksandreja Kulits Examiner Highland Clark, LLC

Laura Martin, FCAS, MAAA Exam Actuary The Actuarial Advantage, Inc.

Respectfully submitted,

Tracy, D. Gates, CISA, CFE

Examiner in Charge, IT Specialist
Highland Clark, LLC

(A o

Chad Mason, PIR
Chief Financial Examiner
Florida Office of Insurance Regulation

Page 19 of 19

Report of Examination for US Coastal Property & Casualty Insurance Company



