
DEPARTMENT OF COMMERCE & INSURANCE

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

ORDER

After full consideration and review of the report of the financial examination of Osage County
Farmers Mutual Aid Association for the period ended December 31. 2017. together with any
written submissions or rebuttals and any relevant portions of the examiner’s wurkpapers. I, Chiora
Lindley—Myers, Director. Missouri Department of Commerce and Insurance’ pursuant to section
380.491, RSMo. adopt such report. The findings and conclusions of the report ate incorporated by
reference herein and are deemed to be my findings and conclusions.

Based on such findings and conclusions. I hereby ORDER Osage County Farmers Mutual Aid
Association 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 Director’s 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.

So ordered, signed and official seal afflxed this \1 1day of August. 20] 9.

Pursuant to Executive Order #19-02. effective August 28. 2019. the departmeni name was changed from the
Department of insurance. Financial Institutions and Professional Registration to the Department of Commerce and
insurance.

.iocccxz

Chlora Lindley-Myers. Dirqtlor
Department of Commerce and Insurance
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March 26. 2019
Koel t, ba ii. Missouri

Honorable Chlora Lindley-Mvers. Director
Ii souri Dc pat nent of Insurance. Financial

InstttutloiN and Professional Re&_’istration
301 West High Street. Room 530
Jefferson City. Missouri 65101

Director Lindiey-Mers:

In accordance xvi th your exaini nat ion warrant, a frill —scope exam i nat ion has been made of the
records. afhiirs and financial condition of

USAGE COUNTY FARMERS MUTUAL AID ASSOCIATION

heienafter referred to as such, or as the Company. The Conipanx’s administrati\ c office is located
at 2418 Count’ Road 521. Koeltztcwvn, Missouri 65048. telephone number (573) 728-6528. This
examination began on March 13. 2019, and \\ as concluded on the ahoxe date, and is respecttuII
sLihiti itted.

SCOPE OF EXAMINATION

Period Covered

The prior full-scope examination of the Company was made as of December 31, 2012, and was
conducted by examiners From the Missouri Dcpartnient of lnsLtrance. Financial Institutions and
Piofe.sional Registration ( DIFP j. The cLirrent full—scope examination covers the period from
Jantiary I 20 13. through December 3 I . 20 I 7 and was conducted by examiners tronx the DIET’.

This examination also included material transactions and/or events occurring subsequent to the
examination date. which are noted in this report.

Procedures

This examination \x as conducted using the guide] ines set forth in the Fi niacial Examiners Handbook
of the \a:ional Association of Insurance Commissioners INAIC). except xx here practices.
procedures and applicable regulations of the DIFP and statLites of the State of Missouri prevailed.



HISTORY

General

The C’ompaiiv was originally organized and incorporated iii January 1890. as Farmers Mutual Aid
Association of Crawford and Adjoining Townships. The Company currently operates as Osage
County Farmers \lutrial Aid Association.

The Company has a Certificate ofAuthoritv dated July I. 1991, and is co ered by Sections 380201
throLLgh 380.611 RSMo. (Extended Missouri Mutual Insurance Companies). The Companys
Certificate of Authority is renewed annual! y.

Management

In accordance with the Articles of Incorporation. the annual meeting of the Companvs members is
held on the second \ Ionda\ in September. at the home office of the Company, or at such other place
as may he designated by the Board of Directors. Special meetings of the members max he called by
the Board 01 Dircco rs at any time and shall be called upon petition of one—fourth of thc members.
Eight members shall constitute a quorum at any membership meeting. Proxy voting is not permitted.

The management ut the (ompan> is vested in the Board of Di rectors. who are elected from the
general membership. The Board of Directors consists of six members. scrx ing staggered. three—year
terms. AL directors must be polie holders of the Company. The Board of Directors meets
approxinate1 twelve to fifteen times per xear. and each director is compensated S80 per meeting
attended.
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Members serving on the Board of Directors as of December 31. 2017. were as follows:

Name and Address Qgçuatiot Icpires
Larry Sestak Farmer 2020
Koeltztown. NI issouri

Russell Scheulen Golf Course Manager Farmer 2020
Loose Creek. Missouri

Bernard Berhorst Farmer 2018
Freehurn, Missouri

Marion Sluecken Shipping Supervisor. Farmer 2019
Frceburg. Missouri

Patrick Hailer Retired Farmer 201 9
Freehurg. Missouri

Sharon Miller State Eniplovec
N Iota. NI issoun

The Board of Directors anpoints for a term of one year. the officers of the Company. The officers
of the C’ompanv serving at December 31. 21)17, were as follows:

Larry Sestak President
Bernard Berhorst Vice-President
Marion Stuecken Secretary
Patrick Hailer Treasurer

Conflict of Interest

The Company completes annual conflict of interest statements for the disclosure ofmaterial conflicts
of interest or affiliations by its directors and officers. The Company has its directors and officers
sign contiict of interest statements (in an annual basis. A review of the completed statements noted
no matenal conflicts disclosed.



Corporate Records

A review was made of the Articles of Incorporation and the Bylaws o[ the Comnanv. Neither the
Articles of Incorporation nor the B laws w crc amended during the examination period. The minLites
of the membership and the Board of Directors’ meetings were reviewed for the period under
examination. The minLites 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 providing a limit of liability of 825.000. The
fidelity bond coverage of the Company meets the minimum amount suggested in the guidelines
promulgated by the NAIC. vhicli is 825.000.

The Company canies liability coverage for its directors and officers, as sel] as enors and omissions
coverage for its agents.

EMPLOYEE BENEFITS

All opei-ations of the Company are pertormed by its duectorN. Other than ages, no additional
benefits are provided by the Company.

INSURANCE PRODUCTS AND RELATED PRACTICES

Territory and Plan of Operation

The Company is licensed by the Missouri Department of Insurance as an Extended Missouri Mutual
Company operating under Seen ons 380.201 through 380611 RSMo. (Extended Missouri Mutual
Companies). The Company writes tire. wind., and liability eoverages. The Company’s policies arc
sold h\ three licensed agents. who receive 850 tbr each neu policy written. There is no compensation
to the agent when the ioI icy is renewed.

Policy Forms and Underwriting Practices

The Company utilizes Missouri Association of Mutual Insurance Companies (N[AMIC) and
Cameron Niutual Insurance Company forms. Policies are rene ed annually, with ra:es determined
by the Board of Directors. Renewal billings are mailed directly to the insured. Property inspections
and claims adjusting are perfonned by the directors and agents.

4



GROWTH AND LOSS EXPERIENCE OF TI-IF COMPANY

Admit:ed Grcs Gross In\eunen1 [ralcrw riling Nci
Year Assets Liabilities Premiums Losses Income Income Income
20)7 51.601.275 8(7.193) 8395.137 8540.376 58.193 5(37,538) ‘s(29.345)
2016 1.638.533 5,000 299.280 136,151 8.008 (19.495) (11,487)
2015 1.645.020 42.192 38L734 65.691 7.916 63.8)0 7)726
2014 1.532.004 35.000 372.015 155.446 7.6-’7 88.021 J5J’i6S
2013 1.484.301 0 350.289 229,542 8.965 72.356 81.321

At vearend 20 I 7. 782 policies were iii force.

REINS U RAN CE

Ge iie rat

The Company’s reinsurance prci1ium activity on a direct—written. assumed and ceded basis for the
neriod under examination is shown below:

2013 20)4 20)5 2016 20)7
Direct 5350.289 5372.015 5381.734 5299.280 5395.137
Assumed C) 0 0 0 0
Ceded (1247361 (138.160i (110.0091 (171)266i 1147617)
Net 5226.053

- S233.855 5240825 SI 29.014 5247.520

Assumed

The Comp::n\ does not reinsure other companies.

Ceded

The Company’s property reinsurance proran is placed by broker Guy Carpenter & Company.
[[C with various reinsurcrs (the ‘ci nsurer) under property per risk, catastrophe. and aggregate
excess contracts. The lead reinsurer under the program is Swiss Reinsurance America Corporation.
v ith 201 shaie in the interest and I iahil u cs of the contracts.

Lnder the per risk excess of loss agreement, the Company reTains 545,000 br each bos, each risk.
and the reinsurer’s limits are 8500.000 per risk and SI .000,000 per occurrence,

:1



The catastrophe excess of loss ag cement has i\Vo layers. tinder layer one, the reinsti er is I iab]e
for 95i üf S I million per loss occurrence in excess of a S90.000 (‘ompmv retention. U nder layer
two, the ci nsurer is liable for an additional 52 mu lion per occurrence in excess of the layer one
Company retention and reinsurer Ii mits.

U nder the aggregate excess of loss agreement. the Compan’s annual aggregate net retention, or
attachment point, is equal to 90 of the (oinpanvs gross net earned premitmi income. The
reinsurer is liable for I ()tY% of losses in excess of this retention.

The Company’s casualty business is ceded tinder a quota share arrangenient with Cameron Mutual
Insurance Company ( (‘\4 IC). The Company cedes I 00 of casualty premmms and losses to C’N I IC
and receives a 221% ceding commission.

The Company is contingently liable for all reinsurance losses ceded to others. This contingent
liability would become an actual liahilttv in the event that any asuniing reinstirer shotild fail to
perform its obligations under its reinsurance agreement with the Company.

ACCOUNTS AND RECORDS

The accounting records are maintained by the Company on a cash basis. The Conipanv titilizes a
combination of paper files and packaged software svstenis br policy maintenance.

FINANCIAL STATEMENTS

The following financial statements, with supporting exhibits, present the financial condition of the
Company for the period ending December 3 1, 2017, and the results of operations for the yeLtr then
ended. Any examination adjtistnments to the amounts reported in the Annual Statement and/or
comments regarding such are made in the ‘‘Notes to the Financial Statements. which follow the
Financial Statements. The failtn’e of any column of numbers to add to its respective total is due to
roundt n g or t rn neat ion.

There may have been di fterences foti nd in the course o I this examination. which are not shown in
the Notes to the Financial Statements.’’ These differences were determined to be immaterial.
concerning their effect on the financial statements. Therefore, they were communicated to the
Company and noted in the workpapers for each individual annual statement item.

\
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ANALYSIS OF ASSETS
Deccmher 31, 2017

Cash on Deposit S [.592.8X5

Reinsurance Recoverable on Paid Losses 8.390

TotM Assels S I M0I 275

LIABILITIES, SURPLUS AND OTHER FUNDS
Deceniber 31, 2017

Net Losses Unpaid S (2. 12)

Net Loss Adjusting Expenses Unpaid (5.101)

Total Liabilities S (7.913)

GLIaruIlIv Fund S 1 50M00

Other Surplus 1.459.188

Total Surplus S 1.609.188

lotal Liabilities and Surplus S 1.601.275
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STATEMENT OF INCOME
For the Year Ending December 3!, 2017

Net Premiums Earned S 247,520

Net Losses & Loss Adjustment Expenses Incurred (25! .477)

Other Underwriting Expenses Incurred (33.581)

Net Lndervriting Income (Loss) S (37.5 38)
Net Investment Income 8.193

Gross Profit (Loss) S (29.345)

Federal Income Tax 0

Net Income (Loss) 5 (29.345)

RECONCILIATION OF SURPLUS
Changes from January 1, 2013 to December 31. 2017

(000’s omitted)

2013 2014 2015 2016 2017
Capita] and Surplus. Bcgtnrng of Near 5 1.408 5 1.4.84 S I .498 S 1.603 S 1.633
Examination Adjustment — Correction to

Beginning Surplus (Note I) (51 (82) 42
Net Income (Loss) 5] 95

______

72
—. (29)

Capital and Surplus, End of Year $ 1,490 S 1, S 1,603 S 1,633 S 1,609
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NOTES’T() TI-IF FINANCIAL STATEMENTS

Note I — Examination Adiustment — Correction to Beginning Surplus (Page 8)

An e.\ am naiion Hd)ust]lkiM to beginning poheyholders surplus was required for each year ot the
examination period. The issue was clue to the Company reporting pnor year Schedule N cash
balance as the beginning surplus on line 14 of page 5 of the annual statement instead of the prior
year ending surplus. The Annual Statement lnstrLietio!ls for Missouri Mutual Insurance Companies
rluircDs current ears beginning pohcvholders surplus to equal the prior vears ending
p0] icvholders surplus.

EXAMINATION CHANGES

The adustment in \ote I reNulted in no change to ending polic\ nolciers surplus.

SUMMARY OF RECOMMENDATIONS

Notes to the Financial Statements (Page 9

It is recommended the Company ensure current years heginnin polie> huklers stirl]Lis ag:ces to
the prior year s ending pohcvholtlers sLupltis.

SUBSEQ[ENT EVENTS

\one.
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ACIKNOWLEDGNIENT

The assistance and cooperation extended by the directors of Osage County Farmers Mutual Aid
Association during the course of this examination is hereby acknowledged and appreciated.

VERIFICATION

State of Missoiri

County of Cole

I. Brian liammann. on my oath swear that to the best of my knowledge and belief the above
examination report is true and accurate and is comprised of only the facts appearing upon the books.
reeoi-ds or other documents of the company. its agents or other rsoi examined or as ascertained
from the testimony of its officers or agents or other persons examined concerning its affairs and such
conci tisions and recommendations as the examiners find reasonably warranted from the facts.

Brian I—Tammann. (‘PA
Financial Examiner
Missouri Department of Insurance. Financial

Institutions and Professional Registration

Sworn to and subscribed hefht me this dav 2019.

Mv commission expires: / / /

vCittl 5 /
1 /

KAUXYLUESERT
Sr6 k’Cotn Expires

IAaich3O 2023
OseGunty

“RM’ Cow tnJ15634358
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SUPERVISION

The examination process has been monitored and supervised by the undersigned. The examination
report and supporting workpapers have been revie ed and approved. Compliance with NATE
procedures and guidelines as containcu in the Financial Condition Examiners Handbook has been
contirnied.

ç

Chief Financial Examiner
Missouri Department of Insurance. Financial

Institutions and Professional Registration
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