INTERIM REPORT OF
MICHIGAN CATASTROPHIC CLAIMS ASSOCIATION

Livonia, Michigan
As of

June 30, 2025



TABLE OF CONTENTS

PAGE
SAULALION. ... 1
BaCKGTOUNA ...ttt 1
Scope of EXamMINAtiON .....c.coviviiiiiiiiiiiii s 2
SUIMIMATY ..ottt 3



To the Legislature:

In accordance with MCL 500.3104(21), the Department of Insurance and Financial
Services (DIFS) is conducting an actuarial examination of:

Michigan Catastrophic Claims Association
17177 Laurel Park Drive, Suite 417
Livonia, Michigan

a legislatively created property and casualty association, hereinafter referred to as the
“Association.”

BACKGROUND

DIFS will conduct its risk-focused financial examination of the Association as of June 30,
2025. As part of the No-Fault Reform Act (Public Acts 21-22 of 2019), DIFS is statutorily
required (MCL 500.3104(21)) to conduct an actuarial examination of the Association
beginning on July 1, 2022, and every third year after 2022, and to provide a report to the
legislature by September 1, 2022, and September 1 of every third year after 2022, on the
results of the audit.

The Association’s two largest balance sheet line items are its loss reserves (unpaid claims)
and its investments. DIFS has always hired an outside actuarial firm to review and
provide an actuarial opinion on the adequacy of the reserves when conducting its routine
financial examinations of the Association.

The Association’s fiscal year ends on June 30, and it files its financial statements and
actuarial opinion with DIFS annually on October 1. Given the amount of information
required in the financial statements filed with DIFS, similar to insurers, the MCCA needs
time to prepare the financial statements and complete and obtain the actuarial review
and opinion. As a result, the Association’s June 30, 2025 financial statements are not
available for DIFS to review prior to the September 1, 2025 due date.

DIFS provides this Interim Report on the status of our examination to comply with the
September 1, 2025 deadline and to update the legislature. The final report of examination
is expected to be finalized in June 2026, and the final report will be filed with the
legislature at that time. DIFS’ reports of examination are public documents, and those
reports are available to the public upon request.



Below are key dates:

October 1, 2025 June 30, 2025 annual statement filing due to DIFS

November 2025  Initiate examination, hire consulting actuarial firm to review
and opine on the adequacy of the loss reserves, and interview
C-level Executives

February 2026 - Target date to complete exam planning process
April 2026 Target date to complete examination test work
June 2026 Target date to release the report

SCOPE OF EXAMINATION

DIFS will conduct the examination in accordance with guidelines and procedures
recommended by the Financial Condition (E) Committee of the National Association of
Insurance Commissioners (NAIC) and the laws, rules, and regulations of the state of
Michigan in a similar manner as our examinations of insurers. Each year the Association
is required to file an independent audit report with DIFS, and the audit report will be
filed later this year (after the financial statements are filed with DIFS and the audit
concludes). DIFS will review and incorporate certain workpapers of the Association’s
independent auditors, Plante & Moran, PLLC, into our examination workpapers where
appropriate.

DIFS will hire an actuarial consulting services firm to determine the adequacy of the
Association’s reserves and related actuarial items. Their analysis will consist of the tests
necessary to certify the adequacy of the reserves and related actuarial items. The actuarial
certification will be included in the 2025 report of examination. DIFS will test the
underlying data provided to the actuary for completeness and accuracy.

DIFS will perform a limited review of the period between the previous examination and
this June 30, 2025 examination. This review will consist mainly of items noted by our
analysis staff, a review of the minutes of the board of directors, annual and special
meetings, and a review of any items DIFS deems necessary.

The Association uses standard actuarial methodologies in establishing its loss reserves.
The Association hires Milliman, Inc. (Milliman) to prepare and provide the actuarial
opinion that is required by DIFS each year. Milliman uses credentialed actuaries who
must follow the Casualty Actuarial Society standards and professional code of conduct.
Milliman reports to the Association’s actuarial committee and ultimately to the board of
directors. The Association’s actuarial committee is comprised of actuaries from nine
member companies experienced in Michigan auto insurance.



DIFS’” examination will consider the following matters that have an impact on the
Association’s financial condition or conformity with related laws:

Conflict of Interest

Fidelity Bond and Other Insurance
Accounts and Records

Corporate Governance

Risk Assessment

Systems Controls and Procedures

Comment on the findings of DIFS" examination is limited to matters involving a
departure from laws, rules or regulations; a significant change in the amount of an item;
or a necessary explanation.

SUMMARY

DIFS' financial examination and the required actuarial examination will proceed when
the June 30, 2025 financial statements are prepared and filed by the Association on
October 1, 2025. The report of examination, including an actuarial opinion on the
adequacy of the loss reserves, will be filed with the legislature when finalized.

Respectfully submitted,
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Anita G. Fox
Director

Department of Insurance and Financial Services
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