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November 18, 2025

Honorable Kaitlin Asrow

Acting Superintendent

New York State Department of Financial Services
Albany, New York 12257

Madam:

Pursuant to the requirements of the New York Insurance Law, and in compliance with the instructions
contained in Appointment Number 32699 dated September 10, 2024, attached hereto, I have made an
examination into the condition and affairs of New York Schools Insurance Reciprocal as of December 31,

2023, and submit the following report thereon.

Wherever the designation “the Reciprocal” or “NYSIR” appears herein without qualification, it should be

understood to indicate New York Schools Insurance Reciprocal.

Wherever the term “Department” appears herein without qualification, it should be understood to mean the

New York State Department of Financial Services.

THE NEW YORK STATE DEPARTMENT OF FINANCIAL SERVICES
EQUITABLE « INNOVATIVE . COLLABORATIVE - TRANSPARENT



1. SCOPE OF EXAMINATION

The Department has performed an examination of New York Schools Insurance Reciprocal, a
single-state insurer. The previous examination was conducted as of December 31, 2020. This examination
covered the 3-year period from January 1, 2021, through December 31, 2023 Transactions occurring

subsequent to this period were reviewed where deemed appropriate by the examiner.

This examination was conducted in accordance with the National Association of Insurance
Commissioners (“NAIC”) Financial Condition Examiners Handbook, which requires that we plan and
perform the examination to evaluate the financial condition and identify current and prospective risks of
the Company by obtaininginformationaboutthe Company including corporate governance,identifyingand
assessinginherentrisks within the Company and evaluating system controls and procedures used to mitigate
those risks. This examination also includes assessing the principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation, management’s compliance

with New York laws, statutory accounting principles, and annual statement instructions.

This examination report includes, but is not limited to, the following:

Company history

Management and control
Territory and plan of operation
Reinsurance

Holding company description
Financial statement presentation
Loss review and analysis
Significant subsequent events
Summary of recommendations

A review was also made to ascertain what action was taken by the Reciprocal with regard to

comments and recommendations contained in the prior report on examination.

This report on examination is confined to financial statements and comments on those matters that

involve departures from laws, regulations or rules, or that are deemed to require explanation or description.



2. DESCRIPTION OF COMPANY

NYSIR is areciprocal insurer, as defined in Section 107(a)(37) of the New York Insurance Law and was
organized pursuant to the provisions of Article 61 of the New York Insurance Law. As promulgated by Section
6102(b) of the New York Insurance Law, the Superintendent approved the declaration creating a school
reciprocal on March 29, 1989. NYSIR was licensed on June 30, 1989, and commenced operations on July 1,

1989.

NYSIR is comprised of a group of insureds referred to as “subscribers”, who agree to insure each other’s
risk. The Reciprocal was organized to provide a market source for New York State public school districts and
board of cooperative education services (“BOCES”) organized and existing under the Education Law of the
State of New York. The Reciprocal’s policyholders engage in the business of interinsurance on the reciprocal
plan, through an attorney-in-fact. The policyholders share proportionately in all losses, expenses, and profits of
the reciprocal, based on the percentage that their premium represents to the total written premiums of the
Reciprocal. The New York Schools Insurance Foundation, Inc. serves as the attorney-in-fact for NYSIR, and

has retained Wright Risk Management, which is a subsidiary of Brown & Brown, Inc., as its manager

Due to the composition of the Reciprocal, it is exempt from both federal and state income tax under

Section 115 of the Internal Revenue Code.

In accordance with Section 6102(b)(12) of the New York Insurance Law, the Reciprocal has elected not
to be covered by the Property/Casualty Insurance Security Fund under Article 76 of the New York Insurance
Law. As a result, each policy issued by the Reciprocal must disclose this lack of coverage. Accordingly, the
Reciprocal issues assessable policies, which will provide for unlimited contingent several liabilities for

assessment of its subscribers.

A. Corporate Governance

Pursuant to a declaration executed by the Superintendent, and Section 6102 of the New York
Insurance Law, a Board of Governors was elected on behalf of the subscribers with powers to supervise
and control the attorney-in-factand to control investment of the Reciprocal’s assets, along with such powers
as may be conferred by the by-laws and subscribers’ agreement. The by-laws and subscribers’ agreement
specify that the Board of Governors shall not be fewer than nine members. The board meets four times
during each calendar year. At December 31, 2023, the Board of Governors was comprised of the following

23 members:



Name and Residence

John Duncan Abbott
Rochester, New York

Julie Kay Abrantes
Norwood, New York

Jennifer Elizabeth Avery
Cooperstown, New York
Eric Gregory Bell

Plattsburgh, New York

Janet May Bryan
Islandia, New York

Anne Marie Marrone-Caliendo

Commack, New York

Sharon Lee Cihocki
Boonville New York

Christopher Patrick Dillon
Kings Park, New York

Nancy Jane Dingman
Sterling, New York

Deborah Ann Heppes
Goshen, New York

Stephen James Lunden
Middleport, New York

Victor Paul Manuel
Smithtown, New York
Thomas Patrick McDaid

Smithtown, New York

Ann Elizabeth Meccariello
Campbell, New York
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Principal Business Affiliation

Deputy Superintendent,
East Irondequoit Central School District

Business Official,
Madrid-Waddington Central School District

Deputy Superintendent,
Otsego Northern Catskill Boards of Cooperative
Educational Services

Assistant Superintendent of Management Services,
Champlain Valley Educational Services

Assistant Superintendent for District Operations,
Longwood Central School District

Assistant Superintendent for Finance and
Facilities,
Half Hollow Hills Central School District

Business Administrator,
Adirondack Central School District

Assistant Superintendent for Business,
Plainview-Old Bethpage Central School District

Executive Director for Business,
Hannibal Central School District

Deputy Superintendent,
Orange - Ulster Boards of Cooperative
Educational Services

Assistant Superintendent Administrative Services,
Cheektowaga - Maryvale Union Free School
District

Assistant Superintendent for Business Affairs,
Jericho Union Free School District

Assistant Superintendent for Business and
Operations,
North Merrick Union Free School District

Superintendent,
Campbell-Savona Central School District



Name and Residence

Stacy Lee O’Connor
Patchogue, New York

Douglas Robert Scofield
Angola, New York
Kelly Edward Seibert
Florida, New York
Michael Joseph Senno

Carmel, New York

Kevin Mark Sheldon
Newburgh, New York

Suzanne Slack
Baldwinsville, New York

Eric Mitchell Stark
Redding, Connecticut

Timothy Paul Whipple

Yorktown Heights, New York

Robert Daniel Yusko Jr.
Latham, New York
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Principal Business Affiliation

Assistant Superintendent for Finance and
Operations,
Brentwood Union Free School District

Superintendent,
Iroquois Central School District

Assistant Superintendent for Business and
Management Services District Clerk,
Byram Hills Central School District

Assistant Superintendent for Business,
North Rockland Central School District

Assistant Superintendent for Business,
Arlington Central School District

Assistant Superintendent for Administration,
OCM Boards of Cooperative Educational Services

Director of Business Administration,
North Salem CSD

Assistant Superintendent for Business,
Harrison Central School District

Assistant Superintendent for Business,
Saratoga Springs City School District

As of December 31, 2023, the principal officers of the Reciprocal were as follows:

Name

Jennifer Elizabeth Avery

Anne Marie Marrone Caliendo

Deborah Ann Heppes
Eric Mitchell Stark

The review of the Board of Governors’ minutes during the examination period indicated that there

Title

President
Secretary
Vice President
Vice President

is lack of documentation of the Board’s annual review of NYSIR’s key officers’ succession plan and key
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officers’ compensations. Further C-Level interview with NYSIR’s management indicated N'Y SIR does not

even have a formal written succession plan.

As the industry’s best practice, it is recommended that NYSIR adopt a formal written succession
plan and the Board of Governors perform its annual review of NYSIR’s key officers’ succession plans and
key officers’ compensations. Such review and approval should be documented in the Board of Governors’

meeting minutes at least annually.

B. Territory and Plan of Operation

As of December 31, 2023, the Reciprocal was licensed to write business in New York only.

As of the examination date, the Reciprocal was authorized to transact the kinds of insurance as

defined in the following numbered paragraphs of Section 1113(a) of the New York Insurance Law:

Paragraph Line of Business
4 Fire

5 Miscellaneous property

6 Water damage

7 Burglary and theft

8 Glass

9 Boiler and machinery

10 Elevator

12 Collision

13 Personal injury liability

14 Property damage liability

19 Motor vehicle and aircraft physical damage
20 Marine and inland marine (inland only)
29 Legal services

Based upon the lines of business for which the Reciprocal is licensed and pursuant to the
requirements of Articles 13 and 61 of the New York Insurance Law, the Reciprocal is required to maintain
a minimum surplus to policyholders in the amountof $1,800,000. Effective January 5,2021, the Reciprocal
became licensed to write special risk insurance pursuantto Article 63 of the New York Insurance Law.
Pursuantto Section 6302(c)(1) of the New York Insurance Law, in order to be licensed to write special
risks, the Reciprocal is required to maintain surplus as regards policyholders of at least 200% of its
authorized control level risk-based capital; therefore, the Reciprocal was required to maintain a minimum

surplus to policyholders in the amount of $69,182,724, as of December 31, 2023.
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The following schedule shows the direct premiums written by the Reciprocal for the period under
examination:

Calendar Year Direct Premiums

2021 $107,566,501
2022 $110,307,935
2023 $125,759,786

The Reciprocal did not assume any business during the examination period.

NYSIR primarily writes general liability, auto liability and physical damage, school board legal
liability, excess umbrella liability, fire and allied lines, boiler and machinery and inland marine coverages.
NYSIR is a direct writer. The marketing NYSIR’s program is performed in large part by NYSIR’s
management company Wright Risk Management (WRM), with a small portion of the business produced by
three local brokers, whose territories are limited to specific geographic areas. WRM employs a department
head and four regional managers that are responsible for approximately 90% of NYSIR’s gross written
premium. The three local brokers cover approximately 15 counties throughout the state and generate
approximately 10% of NYSR’s general written premium. The Reciprocal markets its business in the
southern, northern and western parts of New York State. By statute, the Reciprocal is prohibited from

underwritingin the five largest school systems: New Y ork City, Buffalo,Rochester, Syracuse, and Yonkers.

In its June 30, 2024, quarterly statement, the Reciprocal’s reported policyholders’ surplus was
$62,641,271, which is below its minimum required Free Trade Zone surplus of $69,182,724, pursuant to
Section 6302(c) of the New York Insurance Law. Therefore, on September 19, 2024, the Reciprocal was
advised that it was no longer permitted to write Free Trade Zone business. The Department requested that
the Reciprocal provide a written statement indicating that it agrees not to write any Free Trade Zone

business without the Department’s prior approval.

In response to the Department’s request, the Reciprocal advised that as of June 30, 2024, it had not
written any business in the Free Trade Zone; however, since July 1, 2024, it wrote cyber liability coverage
in the Free Trade Zone with premiums totaling $704,899 but noted that the cyber liability coverage was
100% reinsured. The Reciprocal acknowledged that it would not bind any additional Free Trade Zone

business without the Department’s prior approval.

It is recommended thatthe Reciprocal cease writingbusinessin the Free Trade Zone unless it obtains

the Department’s prior approval pursuant to the provisions of Section 6302(c) of New York Insurance Law.



In 2025, the Examiner noted the Reciprocal did not write any business in the Free Trade Zone. Therefore,
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the Reciprocal is currently in compliance.

It is further recommended that the Reciprocal monitor its Risk Based Capital on a quarterly basis,

which would enable the Reciprocal to keep track of the requirements for writing business in the Free Trade

Zone.

C. Reinsurance Ceded

NYSIR places reinsurance with reinsurers that hold an A.M. Best financial strength rating of B++
or higher. There are no significant counter-party risks related to the reinsurance recoverables of the

Reciprocal. The Reciprocal considers its risk appetite and tolerance when determining the reinsurance

program.

The Reciprocal has structured its ceded reinsurance program as follows:

Type of Coverage

Casualty Lines

Education Excess Catastrophe

Cession

Section A — General Liability:

Liability Quota Share

Layer 1: 85% of the first $5,000,000 each occurrence, $5,000,000
products/completed operations each occurrence and the first
$5,000,000 policy aggregate, and the first $5,000,000 each person
or organization personal and advertising injury.

Layer 2: 85% of up to $20,000,000 excess of $5,000,000 each
occurrence, $20,000,000 excess of $5,000,000 products
/completed operations each occurrenceand $20,000,000 excess of
$5,000,000 policy aggregate, and $20,000,000 excess of
$5,000,000 each person or organization personal and advertising

injury.

Section B — Automobile Liability
Layer 1: 85% of the first $5,000,000.

Layer 2: 85% of up to $20,000,000 excess of $5,000,000.

Section C — School Leaders’ Errors and Omissions
Layer 1: 85% of the first $5,000,000 each occurrence and the first
$5,000,000 policy aggregate.
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Layer 2: 85% of up to $20,000,000 excess of $5,000,000 each
occurrence and $20,000,000 excess of $5,000,000 policy
aggregate.

Section D — Employers’ Liability
Layer 1: 85% of the first $5,000,000.

Layer 2: 85% of up to $20,000,000 excess of $5,000,000.

Cyberone Coverage Quota Share  Section 1 — Computer Attack and Cyber Extortion
100% of the Reciprocal’s liability in excess of $5,000 per
occurrence, not to exceed $250,000 annual aggregate per policy
for computer attacks and cyber extortion.

Section 2 — Network Security Liability

100% of the Reciprocal’s liability in excess of $5,000 per
occurrence, not to exceed $250,000 annual aggregate per policy
for Network Security Liability.

Equipment Breakdown Quota Layer 1: 90% of the Reciprocal’s liability up to $5,000,000 net

Share loss for any one accident, any one policy. In no eventshall the
reassured retain more than $500,000 net loss per policy for any
one accident.

Layer 2: 100% of the Reciprocal’s liability up to $95,000,000 net
loss for any one accident, any one policy in excess of $5,000,000
net loss for any one accident, any one policy.

In addition to the above treaties, the Reciprocal also cedes property risks through various facultative
agreements. Since the last report on examination, the Reciprocal decreased the limit of its Property
Facultative Excess of Loss Treaty from $500,000,000 to $450,000,000. The limit of its Property & Violent
Event Terrorism Excess of Loss Treaty limit is $150,000,000.

As of December 31, 2023, the Reciprocal ceded premiums to authorized and unauthorized
reinsurers. The Reciprocal took credit for reinsurance recoverable for reinsurance from unauthorized
reinsurers in the amount of $2,497,000, unauthorized pools in the amount of $1,001,000 and certified

reinsurers in the amount of $3,538,000.

As of July 1, 2024, the Reciprocal has changed its Excess Catastrophe Liability Quota Share into
87.5% of up to $10,000,000, excess of $5,000,000 each occurrence. The Reciprocal also increased its
Property & Violent Event Terrorism Excess of Loss Treaty limit from $150,000,000 to $200,000,000.
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It is the Reciprocal's policy to obtain the appropriate collateral for its cessions to unauthorized
reinsurers. Letters of credit and trust accounts obtained by the Reciprocal to take credit for cessions to
unauthorized reinsurers were reviewed for compliance with Department Regulations 133 and 114,

respectively.

It was noted that two Letters of Credit: (1) Letter of Credit, dated February 28, 2024, and issued by
Citibank with reinsurer Royal and Sun Alliance, and (2) Letter of Credit, dated January 15,2019, andissued
by Citibank with reinsurer Hamilton Re, Ltd., did not include a provision that in the event of any conflict,

the Laws of the State of New York will control.

Section 79.2 of 11 NYCRR 79 (Regulation 133) states in part,
“For a letter of credit to be acceptable, it must:

(1). state that it is subject to and governed by the Laws of the State of New York and the

1993 revision of the Uniform Customs and Practice for Documentary Credits of the

International Chamber of Commerce (Publication 500)[FN*] and that, in the event of any

conflict, the Laws of the State of New York will control.”

It is recommended that pursuant to the requirements of Section 79.2 of New York Regulation 133,
NYSIR amend these letters of credits and ensure the letters of creditissued forthe benefitof NYSIR contain
the provision that “in the event of any conflict, the Laws of the State of New York will control.” NYSIR

amended the letters of credit during the examination and the letters of credit now comply with Section 79.2

of New York Regulation 133.

All significantceded reinsuranceagreements in effectas of the examination date were reviewed and
found to contain the required clauses, including an insolvency clause meeting the requirements of Section

1308 of the New York Insurance Law.

Examination review found that the Schedule F data reported by the Reciprocal in its filed annual
statement accurately reflected its reinsurance transactions. Additionally, management has represented that
all material ceded reinsurance agreements transfer both underwriting and timing risk as set forth in the
NAIC Accounting Practices and Procedures Manual, Statement of Statutory Accounting Principles
(“SSAP”) No. 62R. Representations were supported by appropriate risk transfer analysis and an attestation
from the Reciprocal's Executive Director and Director of Finance and Accounting pursuant to the NAIC
annual statement instructions. Additionally, examination review indicated that the Reciprocal was not a

party to any finite reinsurance agreements.
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NYSIR’s Excess Liability Reinsurance Agreement stated the report of premiums and losses will be
provided sixty days after March 31 of each underwriting year. Furthermore, the review of NYSIR’s
facultative property reinsurance agreement revealed the agreement did not indicate the exact time of the

reports of premiums and losses.

SSAP # 62R, paragraph 8d states:

“The agreement must provide for reports of premiums and losses, and payment of losses,

no less frequently than on a quarterly basis, unless there is no activity during the period.

The report of premiums and losses shall set forth the ceding entity’s total loss and loss
expense reserves on the policy obligations subject to the agreement, so that the respective
obligations of the ceding entity and reinsurer will be recorded and reported on a basis
consistent with this statement;”

It is recommended that the Reciprocal comply with the requirement under SSAP 62R by providing

reports of premiums and losses, and payment of losses, no less frequently than on a quarterly basis.

The board of governors discussed the Reciprocal’s reinsurance program during the board meetings.
However, the board of governors, or a committee thereof, did not approve the Reciprocal’s reinsurance

program during the examination period.

It is recommended, as a best control practice, that the board of governors approve the reinsurance

program and document the approval in the board of governors’ minutes. This is a repeat recommendation.

The Reciprocal approved its 2024 reinsurance program in their September Executive Committee
meeting minutes and amended its annual charges to include approving the reinsurance program annually

and to record the approval in the minutes of the applicable meeting.

D. Holding Company System

On June 29,2011, the Reciprocal submitted to this Department an application pursuant to Section
1603 of the New York Insurance Law to acquire Scholar Reinsurance Company, Inc. (“Scholar Re”), a
Vermont domiciled non-profit captive reinsurance company, which was organized for the purpose of
writing insurance and reinsurance as a captive insurance company pursuant to Chapter 141 of Title 8 of the
Vermont Statute. The application was approved on October 21, 2011. The Reciprocal owns 100% of

Scholar Reinsurance as of December 31, 2023.

The following is an unabridged of the holding company system at December 31, 2023:



12

New York Schools Insurance Reciprocal
New York

Scholar Reinsurance Company, Inc.
Vermont

The Reciprocal added Scholar Re as its subsidiary on Schedule Y of its 2022 and 2023 annual

statement. However, the Reciprocal did not file its amended registration statement with the Department.

Furthermore, the Reciprocal did not file its annual enterprise risk report with the Department during

the examination period.

Section 1604 of the New York Insurance Law states that:

(a) An authorized domestic insurer shall register with the superintendent within thirty days
of becoming subject to registration and shall amend the registration within thirty days
following any material change to the information provided in the registration. The
registration shall be in such form and shall contain such matters as the superintendent
prescribes. The superintendent may grant reasonable extensions of the time to register.

(b)(1) An authorized domestic insurer, other than a domestic insurer required to register as
a controlled insurer pursuant to section one thousand five hundred three of this chapter,
shall adopt a formal enterprise risk management function and shall file an enterprise risk
report with the superintendent by April thirtieth of each year. The report shall, to the best
of the insurer's knowledge and belief, identify the material risks within any subsidiary that
could pose enterprise risk to the insurer.

It is recommendedthatthe Reciprocal comply with Section 1604(a) ofthe New York Insurance Law
and file its amended registration statement with the Department that lists Scholar Re as the Reciprocal’s

100% owned subsidiary.

It is further recommended that the Reciprocal comply with Section 1604(b)(1) of the New York
Insurance Law and file its enterprise risk report with the Department. The updated enterprise risk report

must be filed with the Department by April 30t of each year.


https://1.next.westlaw.com/Link/Document/FullText?findType=L&originatingContext=document&transitionType=DocumentItem&pubNum=1000090&refType=LQ&originatingDoc=Ie211bc9045e311eea11fe62c3c876a58&cite=NYINS1503
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Holding Company Agreements

At December 31, 2023, the Reciprocal was party to the following reinsurance agreement with its

subsidiary, Scholar Re:

Intercompany Adverse Development Cover Reinsurance Contract

Effective January 1, 2022, this contract indemnifies the Reciprocal for ultimate net loss paid or
payable on and after January 1,2022, on all policies written or issued by the Reciprocal during the period
December 31, 2021 and prior. The reinsurance limit for the contractis $15,000,000 in excess of the

Reciprocal's retention of the held ultimate net loss at December 31,2021, less the premium of $2,000,000.

As of December 31, 2023, the reinsurance limit for this Adverse Development Cover Reinsurance
Contract was exhausted and the Reciprocal decided not to renew the reinsurance contract. Scholar will

remain as a runoff reinsurance subsidiary of the Reciprocal until all the liabilities are fully paid.

The Reciprocalfiled itsupdated intercompany Adverse Development Cover Reinsurance agreement

with the Department on December 23, 2021, one day prior to the effective date of the agreement.

Section 1505(d)(2) of New York Insurance Law states:

“(d) The following transactions between a domestic controlled insurer and any person in
its holding company system may not be entered into unless the insurer has notified the
superintendent in writing of its intention to enter into any such transaction at least thirty
days prior thereto, or with regard to reinsurance treaties or agreements at least forty-five
days prior thereto, or such shorter period as the superintendent may permit, and the
superintendent has not disapproved it within such period:

(2) reinsurance treaties or agreements;”

It is recommended that the Reciprocal establish procedures to ensure all future intercompany

agreements will be filed on a timely basis pursuant to the requirements of Section 1505(d)(2) of the New

York Insurance Law. This issue was resolved during the examination.

Article 16 of the Excess Catastrophe Liability Quota Share Reinsurance Treaty between NY SIR and

Scholar Re states:

“Payment by the Reinsurer of its proportion of loss and loss expenses paid or payable by
the Company will be made by the Reinsurer to the Company within fifteen (15) days after
proof of payment or amount to be paid by the Company is received by the Reinsurer. The
Reinsurer shall have the right, at is option, to offset the amount of such loss against any
balance or balances past due.”
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The review of the 2022 and 2023 reinsurance payments from Scholar Re to NYSIR revealed

multiple payments were not paid within 15 days after invoicing.

It is recommended that for future intercompany reinsurance settlements, the Reciprocal sends
Scholar Re a reminderto pay the amountdue within the 15 days that is specified in the reinsurance contract.

This issue was resolved during the examination.

E. Significant Ratios

The Reciprocal’s operating ratios, computed as of December 31, 2023, did not fall within the
benchmark ranges set forth in the Insurance Regulatory Information System of the NAIC.

Operating Ratios Result
Net premiums written to policyholders’ surplus 86%
Adjusted liabilities to liquid assets 79%
Two-year overall operating 162%

The Reciprocal’s two-year overall operating ratio is outside of the normal range of 100% due to
several factors. These factors include, significant prior-year loss emergence, the compounding effect of the
delay in loss reporting and claims operations due to the pandemic, increased cost of claims due to their
sensitive nature in the current socio-economic environment, changes in the law which impacted the statute

of limitations on sexual assault and molestation claims and a few significant weather-related losses.

Underwriting Ratios

The underwriting ratios presented below are on an earned/incurred basis and encompass the 3-year

period covered by this examination:

Amounts Ratio
Losses and loss adjustment expenses incurred $270,811,709 135.10%
Other underwriting expenses incurred 38,499,014 19.21
Net underwriting gain (loss) (108,856,597) (54.30)

Premiums earned $ 200,545,126 100.00%
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The Reciprocal’s reported risk-based capital (“RBC”) score was 245% at December 31, 2023. The
RBC is a measure of the minimum amount of capital appropriate for a reporting entity to support its overall
business operations in consideration of its size and risk profile. An RBC of 200% or below can result in

regulatory action.

F. Accounts and Records

The review of NYSIR’s 2023 annual statement Schedule BA indicated N'YSIR valued its subsidiary
Scholar Re at $7,083,400. However, based on the 2023 audited financial statement of Scholar Re,
completed in June 2024 by Johnson Lambert LLP, the correct value should be $6,349,211. The
correspondence with NYSIR indicated such audit adjustment was not put through in 2024.

SSAP # 97 paragraph 8b of NAIC’s Accounting Practices and Procedures Manual states in part that:

“If a SCA investment does not meet the requirements for the market valuation approach in
paragraph 8.a. or, if the requirements are met, but a reporting entity elects not to use that
approach, the reporting entity’s proportionate share of its investments in SCAs shall be
recorded as follows:

1. Entities may recognize their investmentin U.S. insurance SCA entities based on
the unaudited statutory equity in the SCAs year-end annual statement if the annual
SCA audited financial statements are not complete as of the filing deadline. The
recorded statutory equity shall be adjusted for audit adjustments, if any, as soon as
the annual audited financial statements have been completed. . .”
It is recommended that in the future, the Reciprocal comply with the requirements under SSAP 97
by adjusting its investment in subsidiary in its quarterly statement, if any, as soon as the annual audited

financial statements have been completed.

Effective October 10,2012, the Reciprocal entered into an Investment Advisory Agreement with
PFM Asset Management LLC (“PFM”) whereby PFM provides investment advisory services to the
Reciprocal. The Reciprocal did not file the Investment Advisory agreement with the Department.
Furthermore, the C-Level interview and other correspondences during the examination revealed that PFM
subcontracted with Endepersis Fraternal Consulting LLC (“Endepersis™) to compile NYSIR’s schedule D,
DA and E reports based on the information provided by PFM. The arrangement to subcontract services

with Endepersis is not included in the Investment Advisory Agreement.
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Section 6106(a)(4)(F) of New York Insurance Law states:

“(F) A provision that the attorney-in-fact may not assign its responsibilities as detailed in

the subscriber's agreement in whole or part or enter into management agreements
delegating its duties in whole or part to another party without the prior approval of the
advisory committee and the superintendent.”

It is recommended that the Reciprocal revise its Investment Advisory Agreement with PFM to

indicate that PFM subcontracts certain services to Endepersis.

It is also recommended that the Reciprocal file its Investment Advisory Agreement with the
Department to comply with Section 6106(a)(4)(F) of New York Insurance Law and establish a procedure

to ensure any future investment management agreements will be filed on a timely basis.
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3. FINANCIAL STATEMENTS

A. Balance Sheet

The following shows the assets, liabilities and surplus as regards policyholders as of December 31,

2023, as reported by the Reciprocal:

Assets Assets Not Net Admitted
Assets Admitted Assets

Bonds $206,383,534 $ 0 $206,383,534
Common stocks 54,890,142 0 54,890,142
Cash, cash equivalents and short-term

investments 39,784,714 0 39,784,714
Other invested assets 7,083,400 0 7,083,400
Receivables for securities 48,272 0 48,272
Investment income due and accrued 5,707,205 0 5,707,205
Uncollected premiums and agents' balances in

the course of collection 307,161 307,161
Amounts recoverable from reinsurers 12,015,607 0 12,015,607
Electronic data processing equipment and

software (5,459) 0 (5,459)
Furniture and equipment, including health

care delivery assets ) 9) 0
Fees (1,186) 0 (1,186)
Receivables (210,201) 0 (210,201)

Total assets $326.003,180 $(9) $326.003.189
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Liabilities, Surplus and Other Funds

Liabilities

Losses and loss adjustment expenses

Other expenses (excluding taxes, licenses and fees)

Unearned premiums

Ceded reinsurance premiums payable (net of ceding
commissions)

Funds held by company under reinsurance treaties

Provision for reinsurance

Loss/allocated loss adjustment expense payable

Total liabilities

Surplus and Other Funds
Unassigned funds (surplus)

Surplus as regards policyholders

Total liabilities, surplus and other funds

$84,871,653

$202,014,212
1,087,139
36,391,296

1,829,989

59,386
411,485

(661,971)
$241,131,536

84,871,653

$326.003.189
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B. Statement of Income

The net loss for the examination period as reported by the Reciprocal was $77,571,298, as detailed

below:

Underwriting Income

Premiums earned $200,454,126
Deductions:

Losses and loss adjustment expenses incurred $270,811,709

Other underwriting expenses incurred 38,499,014
Total underwriting deductions 309,310,723
Net underwriting gain or (loss) $(108,856,597)

Investment Income

Net investment income earned $21,084,087
Net realized capital loss (93,649)
Net investment gain or (loss) 20,990,438

Other Income

Net gain or (loss) from agents' or premium balances charged

off $ (190,682)
Miscellaneous income 10,485,543
Total other income or (loss) 10,294,861
Net income before federal and foreign income taxes $ (77,571,298)
Federal and foreign income taxes incurred 0

Net loss $ (77.571.298)
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C. Capital and Surplus

Surplus as regards policyholders decreased 104,017,032 during the three-year examination period
January 1, 2021 through December 31, 2023, as reported by the Reciprocal, detailed as follows:

Surplus as regards policyholders, per report on

examination as of December 31, 2020 $188,888,686

Gains in Losses in
Surplus Surplus

Net income $ 77,571,296

Net unrealized capital gains or losses 28,687,408

Change in net deferred income tax

Change in non-admitted assets $ 27,959

Change in provision for reinsurance 2,213,713 0

Total gains and losses $2,241,672 $106,258,704

Net increase (decrease) in surplus (104,017.032)

Surplus as regards policyholders, as reported by the
Company as of December 31, 2023 $ 84.871.654

D. Analysis of Changes to Surplus

Surplus as regards policyholders as of December 31, 2023, as
reported by the Company $84,871,654
Surplus
Decrease

Examination change to loss and loss adjustment expense reserves $28,509,000

Net increase (or decrease) in surplus (28,509,000)

Surplus as regards policyholders as of December 31, 2023, per
report on examination $56.362.654
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4. LOSSES AND LOSS ADJUSTMENT EXPENSES

The examination liability for the captioned items of $230,523,212 is $28,509,000 more than the
$202,014,212 reported by the Reciprocal in its December 31, 2023, filed annual statement. The
examination analysis of the loss and loss adjustment expense reserves was conducted in accordance with

actuarial standards of practice and statutory accounting principles, including SSAP No. 55.

This deficiency represents 33.6% of the Reciprocal’s surplus at December 31, 2023. Based on
NYSIR’s June 30,2025 quarterly statement, NYSIR has already recognized $25,858,000 of the estimated
$28,509,000 deficiency for Accident Years 2023 and prior.

S. COMPLIANCE WITH PRIOR REPORT ON EXAMINATION

The prior report on examination contained one recommendation as follows (page numbers refer to

the prior report):

ITEM PAGE NO.

B. Accounts and Records

It is recommended, as a bestcontrol practice, thatthe Board of Governors 10
approve the reinsurance program and document the approval in the board
of governors’ minutes.

The Reciprocal did not comply with the recommendation during the
examination period. However, it started to comply with the
recommendation effective September 2024.



ITEM

1.

1.

1il.
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6. SUMMARY OF COMMENTS AND RECOMMENDATIONS

Corporate Governance

As the industry’s best practice, it is recommended that NYSIR adopt a
formal written succession plan and the Board of Governors performits
annual review of NYSIR’s key officers’ succession plans and key
officers’ compensations. Such review and approval should be
documented in the Board of Governors’ meeting minutes at least
annually.

Territory and Plan of Operation

It is recommended that the Reciprocal cease writing business in the Free
Trade Zone unless it obtains the Department’s prior approval pursuant to
the provisions of Section 6302(c) of New York Insurance Law. In 2025,
the Examiner noted the Reciprocal did not write any business in the Free
Trade Zone. Therefore, the Reciprocal is currently in compliance.

It is recommended that the Reciprocal monitor its Risk Based Capital on
a quarterly basis, which would enable the Reciprocal to keep track of the
requirements for writing business in the Free Trade Zone.

Reinsurance Ceded

It is recommended that pursuant to the requirements of Section 79.2 of
New York Regulation 133, NYSIR amend these letters of credits and
ensure these letters of credit issued for the benefit of the NYSIR contain
the provision that “in the event of any conflict, the Laws of the State of
New York will control”. NYSIR amended the letters of credit during the
examination and now complies with Section 79.2 of New York
Regulation 133.

It is recommendedthatthe Reciprocal comply with the requirement under
SSAP 62R by providing reports of premiums and losses, and payment of
losses, no less frequently than on a quarterly basis.

It is recommended, as a best control practice, that the board of govemors
approve the reinsurance program and document the approval in the board
of governors’ minutes. This is a repeat recommendation. The Reciprocal
approved its 2024 reinsurance program in the September Executive
Committee meeting minutes and amended its annual charges to include
approving the reinsurance contract annually and to record that approval
in the minutes of the applicable meeting.

PAGE NO.

10

11

11



1.

1il.

1v.

1.

1il.
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Holding Company System

It is recommended that the Reciprocal comply with Section 1604(a) of
New York Insurance Law and file its amended registration statement with
the Department that lists Scholar Re as the Reciprocal’s 100% owned
subsidiary.

It is recommended thatthe Reciprocal comply with Section 1604 (b)(1) of
New York Insurance Law and file its enterprise risk report with the
Department. The updated enterprise risk report must be filed with the
Department by April 30th of each year.

It is recommended that the Reciprocal establish procedures to ensure all
future intercompany agreements will be filed on a timely basis pursuant
to the requirements of Section 1505(d)(2) of the New York Insurance
Law. This issue was resolved during the examination.

It is recommended that for future intercompany reinsurance settlements,
the Reciprocal sends Scholar Re a reminder to pay the amount due within
the 15 days that is specified in the reinsurance contract. This issue was
resolved during the examination.

Accounts and Records

It is recommended that in the future, the Reciprocal comply with the
requirements under SSAP 97 by adjusting its investment in subsidiary in
its quarterly statement, if any, as soon as the annual audited financial
statements have been completed.

It is recommended that the Reciprocal revise its Investment Advisory
Agreement with PFM to indicate that PFM subcontracts certain services
to Endepersis.

It is also recommended that the Reciprocal file its Investment Advisory
Agreement with the Department to comply with Section 6106(a)(4)(F) of
New York Insurance Law and establish a procedure to ensure any future
investment management agreements will be filed on a timely basis.

12

12

13

14

15

16
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Respectfully submitted,

/S/

James Wang
Financial Service Examiner 4

STATE OF NEW YORK )
)ss:
COUNTY OF NEW YORK )
James Wang, being duly sworn, deposes and says that the foregoing report, subscribed by him, is true to

the best of his knowledge and belief.

/S/
James Wang

Subscribed and sworn to before me

this day of , 2025.




APPOINTMENT NO. 32699

NEW YORK STATE

DEPARTMENT OF FINANCIAL SERVICES

1, Adrienne A. Harris, Superintendent of Financial Services of the State of New

York, pursuant to the provisions of the Financial Services Law and the Insurance Law,

do hereby appoint:

James Wang
as a proper person to examine the affairs of the

New York Schools Insurance Reciprocal

and to make a report to me in writing of the condition of said
COMPANY

with such other information as he shall deem requisite.

In Witness Whereof, I have hereunto subscribed by name
and affixed the official Seal of the Department
at the City of New York

this 10th day of September, 2024>

ADRIENNE A. HARRIS
Superintendent of Financial Services

Eileen F ox
Eileen Fox
Assistant Deputy Superintendent
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