
DEPARTMENT OF COMMERCE & INSURANCE

After full consideration and review of the report of the financial examination of Highland Mutual
Insurance Company for the period ended December 31, 2017. together with any Written
submissions or rebuttals and any relevant portions of the examiners workpapers. I, Chlora Lindley
Myers. Director, Missouri Department of Commerce and Insurance’ pursuant to section 380.49 1.
RSMo. adopt such report. The findings and conclusions of the repoi-t are incorporated by reference
herein and are deemed to be my findings and conclusions.

Based on such findings and conclusions. I hereby ORDER Highland Mutual Insurance Company
to take the following action or actions, which I consider necessary to cure any violation of law,
regulation or prior order of the Director revealed in such report: (I) account for its financial
condition and affairs in a manner consistent with the Directors findings and conclusions: and (2)
submit a signed copy of the minutes of the meeting which reflect a corporate resolution to the
effect the Examination Report has been reviewed and accepted.

Pursuant to Executive Order #19—02. effective August 28. 2019. the department name Was changed from the
Department ot’ Insurance. Financial Institutions and Professional Registration to the Depariment of Commerce and

P0. Box 690. Jefferson City, Mo. 65102-0690

ORDER

So ordered. siuned and
‘I

official seal affixed this

_____

day of August. 2019.

&i&
Chlora Lindley-Myers. Diredtor
Department of Commerce and Insurance

Insurance.
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March 19, 20 19
Ccii forn Ia. Ni ()

Honorable ClUora Li ndley-Mvers. Director
Ni issotiri Department of Insurance. Financial
lnstitLltiOns and Prolcssional Registration
301 \Vet High Street. Room 530
Jetteron City. Missouri 65 WI

Director Lindley-Mvcrs:

In accordance with \our cx aminit on warrant, a Jul I—scope exam nat ton has been made of the
records. aftairs and financial condition of

HIGHLAND MUTUAL INSURANCE COMPANY

hereinafter referred to as such, or as the ‘‘Couuianv.’’ The Company’s adminNirative office is located
at 10—I F. Third St.. California. Missouri 650 I 8. telephone number t 573) 796—36 14. This exainirtation
began on February 6. 20 19 and was concluded on the above date, and i respectful lv submitted.

SCOPE OF EXAMINATION

Period Covered

The prior full—scope exaiuimttion of the Company was made as of December 3 I . 201 2. and was
conducted by examiners from the Missouri Department of Insurance, Financial Institutions and
P:\iaa! l:*rraion tDlI’P). T* cuircnt Li1i-scpc cxan;IRL:c:n acrs tue pciitJ Loin
January I . 2013. through December 3 I . 20 I 7. and was conducted by examiners from the DIET’.

This exam i nat ion also i nd tided niaterial transactions and/or events occti ring subseqLle nJ to the
examination date, which arc noted in this report.

Procedures

This examination \\ as conducted using the guidelines set forth iii the Financial Condition Examiners
liandhdok of the National Association of Insurance Commissioners (NAIC). except where practices,
procedures and applicable regulations of the DIEP and statutes of the State of Missouri prevailed.



HIST()RY

General

The Coinpaiiv u as originally organized and incorporatc’ci on May 29. 895. as I lighiand Farmers
Fire and Ligh:ning Insurance A’sociaton. and stili%equentlv changed its name to Highland Mutual
Insurance Company. The Compan has been party to several mergers since this time, and in all
instances Highland Mutual remained as the surviving entity. These include mergers sv ith
.lamesto\\ n Fire Insurance Company in 2002. and Haze Dell NltitLiai Insurance Compar\ and
German Salem Aid Association of Missouri in 2006.

The Company has a Certificate of Authority dated June 1 7. 1993. and is covei-ed by Sections
380.201 through 380.6 I I RS Mo ( Extended Missouri Mutual Insurance Ctnipan ies ). The
Coinpan\ 5 (eriiricate of Atithorit\ is renewed anntiallv.

i’s La nagenwn t

In accordance with the Articles of Incorporation. the annmd meeting of the CompanVs members is
held on the last Saturday in February at the hunie ofiice (ii the Company. Special meetings of the
members may be called at an\ time, and shall be called upon petition of one—lotirth of the members.

Tlic management of the Company is vested in the Board of Dmrcclors. who are elected at the annual
meeting. The Baird of Directors consists of eight members that serve staggered three-year terms.
The Bawd of Directors meets e\er\ other month and each director is compensated 5150 per meeting
attended.

Members ser\ ing on the Beard o D:reciers. as of December 31. 2017, were as follows:

Name_and Address Occupation Term End Date

Larry Rohrhach Farme r/Lobb ist 2018
Cal i formi a. ? 10

‘s’s ayne Dumme rniuth Farmer 2020
Cali lornia. MO

Drninv Haldiman Farmer 2020
J aniestown. N IC)

Kenneth l—lovard Meat (‘utter/Farmer 2019
Cab fornia, MO

Robert Denker. Sr. Retired Teacher/Farmer 2018
California, MO



Jcirv Clerk Mail Corner/Farmer 2020
\‘ersaiIie. MO

Donald \Vyss Retired Sd oI Administrator 2019
Russeilville. MO

Fred S in ler Farmer 2019
High Poini. MO

The Board of Directors appoints the officers of the Company tor a term of one year. The officers of
the Company .ervi ng at December 31 . 201 7, v. crc as follows:

\amc Othce

______

Larry Roh rhach President

Wayne Do mmerniuth V ice—President
Janet \\oIIiuni Secretary

Pa:rieia Inglish Treasurer

Conilict of Interest

The C ‘ompanv has s ritten conflict of ntercst procedures for the disclosure of material conflicts of
interest or affiliations by its directors and officers. The (oinpanv requires its duectors and officers
to sign conflict of interest statements on an annual basis. A review of the completed conflict of
interest statements noted no material conflicts disclosed.

Corporate Records

A review was made ot the Articles of Incorporation and the Bylaws of the Company. The Articles
of Incorporation were amended on FehrLiary 23. 2013 to decrease the Board of Directors from nine
members to eight membe is

The minutes of the membership and the Board of Directors meetings were revie\\ ed for the period
under examination. The minutes and records of the Company appear to properly reflect corporate
transactions and events.

FIDELITY BOND AND OTHER INSURANCE

The Company is a named insured on a fidelity bond pro iding a limit of liability of 5250.000.

The Company carries liability coverage for its directors and officers and enors and omissions
coverage for its agents. The Compan\ carries property coverage on its home office s contents. as
well as general liability insurance.



EMPLOYEE BENEFITS

The Company has three pail—time empiO\ ees. Other than wages. the onI benefit proided to the
empi y ees by the Company is paid lime oil.

INSURANCE PRODUCTS AND RELATEI) PRACTICES

Territory and Plan of Operations

The Company Is licensed b> the 01FF’ as an Extended NI issouri NI utual Insurance Company
operating under Sections 380.201 through 380.6 11 RSNIo (Extended Missouri Ni utual Insurance
Companies). The Conipanv is authorized to \\ rite lire, wind, and Iiabihtv murance i:i all counties
in the State of NI issoriri . The C’ompanv’ s agents receive a conan isson rare of I 3( and S I 2.50 for
each ne s policy vri tten.

Policy Forms and U nderwriting Practices

The Coin pain utilizes the po1 icy forms of AAIS . MANI [C Mutual Insurance Company.
customized versionN, and forms provided h Its re Lnsurer. The policies are continuousl v renewed
on an annual basis. Property inspections are completed by the Cclnpan\ ‘s agents. Proncrtv claims
adjusting is performed by the agents bile liability claims adjusting is performed by the reinsurer.
Rates are determined by the Board of Di rectors.

GROWTH AND LOSS EXPERIENCE OF THE COMPANY

:\tnit:d G;..ss (Thcss 1n\NiiIcai t’idcrwriiig
Year Assets Liahil ties Premiums Losses Income Income Income

2017 S 5.241.452 S 756.926 S 1.209.014 S 668,334 S 150.617 S (17.000) S 123.843
2016 5.053.143 692,460 1.173,134 253.390 143.852 354.765 347.778
2015 4,670,790 657.885 1.128.181 235.042 130.830 30-’ 5 308.73 I
2014 4.220.465 516.290 964.277 587,579 I 4.824 (I 0,261) 4,689
2013 4.226.329 526.843 889.964 506.754 114.566 ([06.801 I 37.791

At year—end 20 7, 1.551 policies were in force.

4



REINS [RAN (‘U

Gelle ral

The Company’s wntten premi u in acti vii>’ on a direct, assumed tmcl ceded basis for the period under
exam i nation is shown he Io\\

2013 — 2014 2015 2016 2017
Direct S 889,964 S 964.277 S1,128.181 S1.173.134 51.209.014
Assumed (3 0 (3 0 0
CeLled 262.052 28.051 3l-L633) t307.155 319.44))
Net S 627.9i2 5 679.226 S 813.548 $65679 S SJS9269

Assumed

The Company did not assume an reinsur1mee during the e.xamnation period.

Ceded

The Company cedes business to Grinnel I Mutual Reinsurance ( ‘ompanv (the Re insurer) through
cejiarate propertY and liahiliL retnsttrance agreements.

The property reinsurance agreement includes per risk exce’s of loss and aggregate e\cess of loss
co\erages. L’nder the per risk excess of loss section of the property reinsurance agreement, the
Company retains S I 50.000 of losses per risk, and the Reinsurer’s limit is S 15.00(3.000 per risk.
The contract requires timely underwriting notification of any risks e\ceeding 510.000.000. Under
the agg’regate excess of loss section of the property reinsulance agreement. the Reinsurer pays

00” of the losses in excess of the attachment and the reinsuranee coverage is unlimited.
The attachment point for 201 7 Was 5600.000.

The liability reinsurance agreement provides that the Company cecles I 00Q of policy risks on a
tiotLt share basis. The Reinsurer’s ma\niLim liability for these policies is 51.000.000. The Conipanv
receives a 20R ceding omission.

The Company is contingently liable for all reinsurance losses ceded to others. This contingent
liability worilci become an actual liability in the event that any assuming reinsurer should fail to
perform its obligations under its reinsurance agree merit with the Compa:\



ACCOUNTS AND RECORDS

The accoun0ni records are maintained h> the Company on a nioclified cash basis. The (‘oinpanv
utilizes the Automated Policy Processing System tAPPS ) by IMT Computer Servicing Company
as its po!icv maintenance and accounting system. The (‘PA firm of Evers and Company. LLC.
prepares the Companvs tax hi ings.

FINANCIAL STATEMENTS

The following linancial statements, with supporting exhibits, present the linancial condition of the
Company for the period end ng Deccniher 31. 2017. and the results of operations for the year then
ended Any exami nation adj ustiiients to the amou nts reported in the Annual S tale me it and/c
commems tegardi ng such ate made in the \otes to the Financial Statements which follow the
Financial SiatemenlN,Che failtire of any column of numbers to add to its respective total is due To
roti tiding or flu ii eat io ii.)

There may have been di iferences fotind in the course of this examination which are not shown in

the ‘ \otes to the Financial Statements’ These differences were deternitned to be ininiateriai.
concerning their effect on the financial statements. Therefore, they were communicated to the
Company and noted in the wurkpapers br eLtch individtial Annual Statement item.

6



ASS ETS
December 31, 2017

Bonds $2765248

Mutual Funds 174.258

Cash on Deposit 2.1 6{).298

Prepaid Income lax I 41 .080

Prepaid Prem i u nis 56$

Total Assets S5.241 .452

LIABILITIES, SURPLUS AND OTHER FUNI)S
I)ecembei’ 31, 2017

Gross Losses 1npaid S 113.000

Gross Loss Adjustment Expense Unpaid 985

Ceded ReinsLirance Premium Pa able 26,181

U iearned Pie in i u n 6 I 5,568

Pavioll Tax Pa\ able 453

Accounts Payable (OLber) 736

Total Liahilides S 756.926

Guaranty Fund 150,000

Other Surplus 4.334.526

Total Surplus S4.484.526

Total Liabilities and Surplus S5.241 .452

7



STATEMENT OF INCOME
For the Year Ending December 31, 2017

Net Premiums Earned S 876. 42

Other Insurance Income 18.057

Net Losses & Loss Adjusting Expenses Incurred (622,32!)

Other Underwriting Expenses Incurred (288.878)

Net Underwriting Income (Loss S ( I 7.000)

Net In vesF. mcmii Income 1 50.6 I 7

Other Income 26

Oro-,s Profit tLoss) S 133.643

Federal Income Tax (9.800

Net Income I Loss) S 123.843

I{ECOSCkLiAiiO\ (iF SL 1{PLUs
Changes from January 1. 2013 to December 31, 2017

($000’s omitted)

2013 2011 2015 2016 2017
Capita! mid Surplus. Beginning of Year 53.662 53.699 53.704 Sl.013 S4,36!
Net Income 37 5 309 348 124
Capita! and Surplus. End of Year $1699 $12114 iS4Ju13 SL361 4485

S



NOTES TO THE FINANCIAL STATEMENTS

None.

EXAMINATION CHANGES

None -

SUBSEQUENT EVENTS

None.

SUMMARY OF RECOMMENDATIONS

N one.
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ACKNOWLEDGMENT

The assistance and cooperatton extended h the eniplovecs of Highland Mutual Insurance Cnmpanv
during the course ot this exami nation is hereby acknowledged and appreciated.

VERIFICATION

State of NI i ssouri

CoLinty of Cole

I. Joshua R. Nash. on my oath swear that to the hest of my knowledge and belief the al)o\ C
examination report is true and accurate and is comprised of only the acts appearing upon the hooks,
records or other documents of the conipan V. its agents or other persons examined or as ascertained
from the testinionv of its officers or agents or other persons exumned concerning its affatrs and such
conclusions and recommendations as the examiners find reasonably warranted from the facts.

/
Joshua R. Nash, CPA
Ft cianc al Examincr
Missouri Department of Insurance. Financial

Institutions and Prolessional Registration

Sw orn to and subscribed helbre me this day of 21)19.

MV eonuiussion expires:

J/O L1 o

____

Notary Public

rn Er: V Comiscon Exp!res
M:er;h4 1020

ELM 5r CaCtunty
Crvr ssc#12-I18395

[0



SUPERVISION

The examination process has been nioni ored and supervised by the undersigned. The examination
report and supporting workpapers have been reviewed and approved. Compliance with NAIC
procedures and guidelines as conlained in the Financial Condition Examiners Handbook has been
QUIT Ii rined

-

jt
Shannn Schinoeger. FE. ARe
Chief Financial Examiner
\iisoui i Department of Insurance. Financial

Institutions and Professional Registration

I’


