






































FINANCIAL STATEMENT

There follows a statement of assets, liabilities and statement of income at December 31,
2007, together with a reconciliation of capital and surplus for the period under review,
as established by this examination:

ASSETS
Ledger Assets Not Net
Assets Admitted Admitted
Assets

Bonds $14,001,274 $14,091,274
Common Stocks 3,556,181 3,556,181
Cash and short-term investments 1,226,962 1,226,962
Investment income due and accrued 183,417 183,417
Premiums and agents, balances

in course of coliection 45125 45,125 0
Premiums, agent balances, and installments

booked but deferred and not yet due 1,544,468 1,544,468
Reinsurance amounts recoverable from

Reinsurers 14,310 14,310
Current federal and foreign income tax

recoverable and interest thereon 78,964 78,964
interest, dividends and real estate income

due and accrued 202,801 18,161 184,640
Aggregate write-ins for other than invested

Assets 381,937 381,937 1]
Totals $21,325.437 $445223 $20.880.214
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LIABILITIES, SURPLUS, AND OTHER FUNDS

Losses

Reinsurance payable on paid loss and loss adjustment expenses
L.oss adjustment expenses

Commissions payable, contingent commissions and other similar charges
Other expenses (excluding taxes, licenses and fees)

Taxes, licenses and fees (excluding federal and foreign income tax)
Federal and foreign income taxes

Unearned premiums

Advance premiums

Dividends declared and unpaid: policyholders

Ceded reinsurance premiums payable (net of ceding commissions)
Amounts withheld or retained by company for account of others

Total Liabilities

Aggregate write-ins for special surplus funds
Gross paid in and contributed surplus
Unassigned funds (surplus)

Surplus as regards policyholders

Total iiabilities and surplus
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$10.460,700
0

302,000

0

78,498
89,399
78,078
1,383,286
45,115
868,079
38,093
322,806

13,588,066

3,034,561

650,289
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7,292,148

$20.880,214



STATEMENT OF INCOME

UNDERWRITING INCOME

Premiums earned

Deductions: Losses incurred $1,134,395
Loss expenses incurred 79,697
Other underwriting expenses incurred 995,568

Total underwriting deductions

Net underwriting gain

INVESTMENT INCOME

Net investment income earned 732,472
Net realized capital gains (losses) 106,994

Net investment gain

OTHER INCOME

Total other income

Net income before dividends fo policyholders and before federal income

Dividends to policyholders
Federal income taxes incurred

Net income
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$2,642,615

2.209 660

432,955

839,466
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~ CAPITAL AND SURPLUS

Surplus as regards policyholders, December 31 prior year

Net income

Change in net unrealized capital gains (losses)
Change in net deferred income tax

Change in non-admitted assets

Surplus adjustments: Paid in

Aggregate write-ins for gains and losses in surplus

Change in surplus as regards policyholders for the year

Surplus as regards policyholders, December 31 current year

)
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$329,883
20,876
(12,668)
15,346
138,900

(124,847)

$6,924,658

367.490



RECONCILIATION OF CAPITAL AND SURPLUS

Surplus as regards
policyholders December 31

Previous Year

Net Income

Change in net unrealized
capital gains or (losses)

Change in net deferred
income tax

Change in non-admitted
Assets

Change in provision for
Reinsurance

Cumulative effect of changes
in accounting principles

Surplus adjustments:

Paid in
Aggregate write-ins for gains
and losses in surplus
Surplus as regards to
policyholders December 31
Current Year

FOR THE PERIOD UNDER EXAMINATION

2003 2004 2005 2006 2007
$4,175,023 $5,331.,881 $5,986.521 $6.416.545 $6.924.658
721,715 53,975 403,246 171,726 329,883
258,647 53,975 1,432 82,711 20,876
21,931 (15,568) (1,210) (44,358) (12,668)
42,846 71,947 (33,716) 149,769 15,346
0 (33,000 33,000 0 0
0 0 0 0 0
111,719 132,972 135,638 148,265 138,000
0 0 (108,363) 0 0
$5,331,881 $5,986,521 $6,416,545 $6,924,658 $7,292,148

24
b2



ANALYSIS OF CHANGES IN FINANCIAL STATEMENT AND COMMENTS
RESULTING FROM EXAMINATION

Differences in various items were noted during the course of examination; however,
none were considered to produce a material effect on surplus funds, as regards
policyholders, either singly or in aggregate.
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COMMENTS AND RECOMMENDATIONS

Comments:

The Company is not adhering to its Charter by not including certain language,
which is stated in its Charter, in the Company’s policy form. The Charter states,
“...The membership of the Corporation shall consist of persons, firms or
corporations who have been issued a policy of insurance by the Corporation,
which is in full force and effect. Membership shall cease when such insurance is
cancelled or terminated for any cause whatsoever. Each policy shall specify this
fact...” The Company will include language in accordance with its Charter on
future policies issued.

The Company reports that the largest net aggregate amount insured in any one
risk is $176,500. This was accurate in the prior examination period. The
Company’s largest net aggregate amount insured in any one risk is now
calculated as $287,500 less the individual policyholders’ self-insured retention
(SIR). The SIR can vary from $25,000 to $200,000. There is no impact to the
financial statements. The Company will report the amount accurately on future
filings.

The Company and SunTrust executed a new custodial agreement to comply with:
all provisions required by Tenn. Comp. R. & Reg. 0780-1-46.03(2)(a). The
agreement was signed by the Company on June 3, 2009 and by SunTrust Bank:
on June 4, 2009. Previously, the custodial agreement did not contain allé‘
provisions requnred by Tenn. Comp. R. & Reg. 0780-1-46.03(2)(a) &

Recommendations:

L]

The Company inciuded anticipated premium audit adjustment payment
from insured members as advance premiums. This is a misclassification as
advance premium is for processed policies with premlurns paid prior to the
effective date according SSAP 53, paragraph 13. Future receipt of these types
of funds will be more approprlateiy classified as remittances and items not
allocated. The difference is immaterial resulting in no financial adjustments.
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It is recommended that the Company properly classify the liability in accordance
with SSAP 53, paragraph 13.
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CONCLUSION

Insurance examination practices and procedures, as promulgated by the National
Association of Insurance Commissioners, have been followed in connection with the
verification and valuation of assets and the determination of liabilities of Paratransit
insurance Company, a Mutual Risk Retention Group of Memphis, Tennessee.

in such manner, it was determined that, as of December 31, 2007, the Company had
admitted assets of $20,880,214 and liabilities, exclusive of unassigned funds, of
$13,588,066. Thus, there existed for the additional protection of the policyholders, the
amount of $7,292,148 in the form of aggregate write-ins for special surplus funds, gross
paid in and contributed surplus and unassigned funds (surplus).

The courteous cooperation of the officers and employees of the Company extended
during the course of the examination is hereby acknowledged.

In addition to the undersigned, Mr. Glenn A. Tobleman, FCAS, FSA, MAAA and Mr.
Gregory S. Wilson, FCAS, MAAA of the contracting actuarial firm Lewis and Ellis, Inc. of
Richardson, Texas participated in the work of this examination.

Respectfully submitted, ;

Z.?.),,,.,M“

Bryant Cummings, CFE

Insurance Examiner Insurance Examiner
State of Tennessee State of Tennessee
Southeastern Zone, N.A.L.C. Southeastern Zone, N.A.1.C.
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AFFIDAVIT

The undersigned deposes and says that he has duly executed the attached examination
report of Paratransit Insurance Company, a Mutual Risk Retention Group dated June 5,
2009, and made as of December 31, 2007, on behalf of the “The Department of
Commerce and Insurance”, State of Tennessee. Deponent further says he is familiar
with such instrument and the contents thereof, and that the facts therein set forth are
true to the best of his knowledge, information and belief.

Bryant Cummings, CFE C,,/

Insurance Examiner
State of Tennessee ,
Southeastern Zone, N.A.L.C.

Subscribed and sworn to before me

this f;?ﬁW day of

3 /U%€ , 2009
Notaryf" ,z ¢ U"‘E C /(Kw@f)&l
County /g ,},{ 1 4/@ [(d«’ﬁf ;

State ~. *@fm AN

Commission Expires (¥ u;/i.z?%,/f}(" O

, LR
v“"

iy o
My Gomr o Sagires Mav 22,00
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PARATRANSIT INSURANCE COMPANY

A MUTUAL RISK RETENTION GROUP

RECEIVED

JUN 2 3 2003

Dept. of Commearce & ln_surance
Company Examinations

June 18, 2009

Mr. Philip Blustein, CFE

Financial Affairs Section

Tennessee Dept. of Commerce and Insurance
500 James Robertson Parkway

Nashville, TN 37243

RE:  Written responses to comments and recommendations in the Examination Report
Of Paratransit Insurance Company, a Mutual Risk Retention Group made as of
December 31, 2007

Dear Mr. Blustein:

This letter is in response to the comments and recommendations contained in the
Examination Report of Paratransit Insurance Company, a Mutual Risk Retention Group
made as of December 31, 2007.

e We are not challenging or rebutting any of the comments or the recommendation.

¢ Regarding the report’s first comment, we have amended our policy conditions to
note that membership in the company ceases when insurance is cancelled or
terminated.

¢ We will make sure that the company’s largest net retention is accurately stated
whenever that information must be reported.

e Regarding the recommendation concerning premiums paid by insured members in
anticipation of additional premium due at audit, we agree with the suggested
classification of the premiums as “remittances and items not allocated.” We will
properly classify the resulting liability in accordance with SSAP 53, paragraph 13.

Managed by:
Marsh USA Inc. 1000 Ridgeway Loop Rd. Memphis, TN 38120
Underwriting (901) 684-3663  Claims (901) 684-3705 Fax (901) 684-7432




RECEIVED

JUN'Z 3 2009

Dept. of Commerce & Insurance
Company Examinations

I trust this letter provides you with an appropriate response to the Examination Report.
If you need additional information, please contact me. We appreciate the efforts of the
department and look forward to working with your staff in the future.

ryén W. Barger
Sr. Executive Underwriter





