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Raleigh, North Carolina  
April 16, 2021 

 
Honorable Eric Dunning 
Director of Insurance 
Nebraska Department of Insurance 
1135 M Street, Suite 300 
Lincoln, Nebraska 68508 
 
 
Dear Sir: 
 
 Pursuant to your instruction and authorizations, and in accordance with statutory 

requirements, an examination has been conducted of the financial condition and business affairs of: 

ACCEPTANCE CASUALTY INSURANCE COMPANY  
 
which has its Statutory Home Office located at: 

 
12801 Pierce Street, Suite 200 

Omaha, Nebraska 68144 
 
with its Principal Executive Office located at: 

 
4200 Six Forks Road, Suite 1400 
Raleigh, North Carolina 27609 

 
(hereinafter also referred to as the “Company”), and the report of such examination is 

respectfully presented herein. 

INTRODUCTION 

 The State of Nebraska last examined the Company as of December 31, 2014.  The current 

financial condition examination covers the intervening period to, and including, the close of 

business on December 31, 2019, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The States of Nebraska, North Carolina, Florida, Illinois, 

New Jersey, and Texas participated in this examination and assisted in the preparation of this 

report. 
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The same examination staff conducted concurrent financial condition examinations of the 

Company’s affiliates: 

Acceptance Indemnity Insurance Company (AIIC) 
Occidental Fire & Casualty Insurance Company of North Carolina (OFC) 
Wilshire Insurance Company (WIC) 
Harco National Insurance Company (Harco) 
TransGuard Insurance Company of America, Inc. (TransGuard) 
Service Insurance Company (SIC) 
Commercial Alliance Insurance Company (CAIC) 
Allegheny Casualty Company (ACC) 
International Fidelity Insurance Company (IFIC) 
 

SCOPE OF EXAMINATION 

This examination was conducted pursuant to and in accordance with both the NAIC 

Financial Condition Examiners Handbook (Handbook) and Section §44-5904(1) of the Nebraska 

Insurance Statutes.  The Handbook requires that examiners plan and perform the examination to 

evaluate the financial condition and identify prospective risks of the Company by obtaining 

information about the Company including, but not limited to: corporate governance, identifying 

and assessing inherent risks within the Company, and evaluating system controls and procedures 

used to mitigate those risks.  The examination also includes assessing the principles used and 

significant estimates made by management, as well as evaluating the overall financial statement 

presentation and management’s compliance with Statutory Accounting Principles and Annual 

Statement Instructions, when applicable to domestic state regulations.  

 The examination was completed under coordination of the holding company group 

approach with the North Carolina Department of Insurance as the coordinating state and the 

Nebraska Department of Insurance, Illinois Department of Insurance, New Jersey Department of 

Banking and Insurance, Florida Department of Financial Services, and the Texas Department of 

Insurance.  The companies examined under this approach benefit to a large degree from common 
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management, systems and processes, and internal control and risk management functions that are 

administered at the consolidated or business unit level.   

The coordinated examination applies procedures sufficient to comprise a full scope 

financial examination of each of the companies in accordance with the examination procedures 

and standards promulgated by the NAIC and by the respective state insurance departments where 

the companies are domiciled.  The objective is to enable each domestic state to report on their 

respective companies’ financial condition and to summarize key results of examination 

procedures. 

 A general review was made of the Company’s operations and the manner in which its 

business has been conducted in order to determine compliance with statutory and charter 

provisions.  The Company’s history was traced and has been set out in this report under the 

caption “Description of Company.”  All items pertaining to management and control were 

reviewed, including provisions for disclosure of conflicts of interest to the Board of Directors 

and the departmental organization of the Company.  The Articles of Incorporation and By-Laws 

were reviewed, including appropriate filings of any changes or amendments thereto.  The 

minutes of the meetings of the Shareholders, Board of Directors, and committees held during the 

examination period were read and noted.  Attendance at meetings, proxy information, election of 

Directors and Officers, approval of investment transactions, and authorizations of salaries were 

also noted. 

 The fidelity bond and other insurance coverages protecting the Company’s property and 

interests were reviewed, as were plans for employee welfare and pension.  Certificates of 

Authority to conduct the business of insurance in the various states were inspected and a survey 

was made of the Company’s general plan of operation. 
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 Data reflecting the Company's growth during the period under review, as developed from 

the Company's filed annual statements, is reflected in the financial section of this report under 

the caption “Body of Report.” 

 The Company's reinsurance facilities were ascertained and noted and have been 

commented upon in this report under the caption "Reinsurance."  Accounting records and 

procedures were tested to the extent deemed necessary through the risk-focused examination 

process.  The Company’s method of claims handling and procedures pertaining to the adjustment 

and payment of incurred losses were also noted. 

All accounts and activities of the Company were considered in accordance with the risk-

focused examination process.  This included a review of workpapers prepared by Johnson 

Lambert LLP, the Company’s external auditors, during their audit of the Company’s accounts for 

the years ended December 31, 2019.  Portions of the auditor’s workpapers have been 

incorporated into the workpapers of the examiners and have been utilized in determining the 

scope and areas of emphasis in conducting the examination.  This utilization was performed 

pursuant to Title 210 (Rules of the Nebraska Department of Insurance), Chapter 56, Section 013. 

 Any failure of items to add to the totals shown in schedules and exhibits appearing 

throughout this report is due to rounding. 

DESCRIPTION OF COMPANY 

HISTORY 

 The Company was organized on July 2, 1920 as a domestic insurance company in the 

State of Texas, and was formerly known as Employers Casualty Insurance Company. On January 

6, 1994, the Company was placed in receivership. Under Commissioner’s Order dated July 31, 

1995, approval of the acquisition of the Company’s charter by Acceptance Insurance Companies 
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Inc. (AIC), and Redland Insurance Company (Redland) was granted. The order specifically 

authorized the receiver to transfer the Company’s license and charter to the control of AIC and 

Redland separate and apart from the Company’s liabilities. Under Commissioner’s Order dated 

November 27, 1995, approval of amendments and restatement of the Company’s Articles of 

Incorporation was granted. The amendment to Article I of the charter changed the name of the 

Company to its present form. Under Commissioner’s Order dated February 16, 1996, approval 

was given for the Company to maintain its books and records in Omaha, Nebraska. Effective 

June 30, 2000, the Company re-domiciled to the State of Nebraska. 

 On May 1, 2001, McM Corporation (McM), a North Carolina insurance holding 

company, purchased certain business of the Company. On August 9, 2001, McM acquired AIIC 

and the Company. Controlling interest in McM was acquired in 2002 by IAT Reinsurance 

Company, Ltd. (IAT), a privately held Bermuda domiciled reinsurer, which is wholly owned by 

Goose Creek Capital Inc., which itself is wholly owned by Peter R. Kellogg, an individual, the 

ultimate controlling person.  

Outstanding stock of the Company is 100% owned by AIIC, a wholly owned subsidiary 

of Harco, which is wholly owned by IAT Insurance Group, Inc. and is in turn wholly owned by 

IAT.    

Under the provisions of its current charter and in conformity with Nebraska Statutes, the 

Company is authorized to write the kinds of insurance prescribed by §44-201 Subsection (5), (7), 

(8), (9), (10), (11), (12), (13), (14), (16), (18), and (19) of the Nebraska Insurance Code. The 

Restated Articles of Incorporation provide that the Company’s duration is perpetual. 
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MANAGEMENT AND CONTROL 

 Holding Company  

The Company is a member of an insurance holding company system as defined by 

Nebraska Statute.  An organizational listing flowing from the ‘Ultimate Controlling Person”, as 

reported in the 2019 Annual Statement, is represented by the following (subsidiaries are denoted 

through the use of indentations and, unless otherwise indicated, all subsidiaries are 100% owned): 

 Peter R. Kellogg 
  Goose Creek Capital Inc. 
   Equity Holdings, Inc. 
   Equity American Financial Service, Inc. 
   Berkshire Investments LLC 
   PPS Berkshire Solar LLC 
   IAT Reinsurance Company, Ltd. 
    IAT Insurance Group, Inc. 
     Harco National Insurance Company 
      CAIC Holding Company, Inc. 
       Commercial Alliance Insurance Company 
       Safe Insurance Management Group, Inc. 
       Housemax Servicios S de R.L. de C.V. 
      Occidental Fire & Casualty Co. of NC 
       Wilshire Insurance Company 
      Acceptance Indemnity Insurance Company 
       Acceptance Casualty Insurance Company 
      TransGuard Insurance Company of America, Inc. 
       Claimguard, Inc. 
       IFIC Surety Group, Inc. 
        International Fidelity Insurance Company 
      IAT CCM Ltd 
     Equity American General Agency, Inc. 
     Bay Area Insurance Services, Inc. 
      Service Insurance Company 
      Bay Area Claims Service, Inc. 
      Pillar Insurance Agency, Inc. 
     Insight Catastrophe Group, LLC 
     Vanguard Insurance Agency, Inc. 
      TransGuard General Agency, Inc. 
     National Association of Independent Truckers LLC 
     The Chestnut Group 
      Allegheny Casualty Company 
     Access Holdco, LLC   
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Shareholder  

The Company’s Articles of Incorporation state that “the total number of shares which the 

corporation shall have authority to issue is 4,800,000 common stock, each of the par value of 

$1.25...” At the date of this examination, 2,400,000 shares were issued and outstanding in the 

name of AIIC for total paid up capital of $3,000,000. No dividends were paid to the parent 

during the examination period. 

The Company’s By-Laws state that “the annual meeting of the Shareholders shall be held 

on the date and time, and at such place, as determined by resolution of the Board of Directors, 

for the purpose of electing Directors and for the transaction of such other business as may come 

before the meeting.” 

Board of Directors 

 The Company’s By-Laws state that “the business and affairs of the corporation shall be 

managed by its Board of Directors… the number of Directors of the corporation shall be 

determined by the Board of Directors… Each Director shall hold office until the next annual 

meeting of Shareholders and until his or her successor shall have been elected and qualified.” 

 The following persons were serving as Directors at December 31, 2019: 

Name and Residence Principal Occupation 

Todd E. Bateson Executive Vice President 
Cumming, Georgia IAT Insurance Group, Inc. 

Michael D. Blinson Secretary 
Clayton, North Carolina IAT Reinsurance Company, Ltd. 

Kenneth C. Coon Senior Vice President 
Omaha, Nebraska IAT Insurance Group, Inc. 

William E. Cunningham Chief Executive Officer & Chairman of the Board 
Cheshire, Connecticut IAT Reinsurance Company, Ltd. 
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Name and Residence Principal Occupation 

Gregory M. Even Chief Underwriting Officer 
Wethersfield, Connecticut IAT Insurance Group, Inc. 

Alisa L. Miller Chief Human Resources Officer 
Raleigh, North Carolina IAT Insurance Group, Inc. 

David G. Pirrung Chief Financial Officer 
Wake Forest, North Carolina IAT Reinsurance Company, Ltd. 

 Directors do not receive compensation as Board members. 

Officers 

 The Company’s By-Laws state that “the Officers of the corporation shall include the 

Chairman of the Board, the President, one or more Vice Presidents (the number thereof to be 

determined by the Board of Directors), the Treasurer and the Secretary... Any two or more 

offices, other than President and Secretary, may be held by the same person. Such Officers shall 

be elected from time to time by the Board of Directors, each to hold office until the meeting of 

the Board of Directors following the next annual meeting of the Shareholders, or until his or her 

successor shall have been duly elected and shall have qualified, or until his or her death, or until 

he or she shall have resigned, or have been removed, as hereinafter provided in these By-Laws.” 

 The following is a partial listing of Senior Officers elected and serving the Company at 

December 31, 2019: 

Name Office 

David G. Pirrung President 
John M. Mruk Treasurer 
Michael D. Blinson Secretary 
Todd E. Bateson Senior Vice President 
Julie A. Brown Senior Vice President 
Kenneth C. Coon Senior Vice President 
Christopher A. Dowler Senior Vice President 
Alisa L. Miller Senior Vice President 
William A. Teed II Senior Vice President 
Krista L. Glenn Senior Vice President 
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Name Office 

Gregory M. Even Senior Vice President 
Coy R. Rudd Jr. Senior Vice President 
Joseph A. Tracy Senior Vice President 
John K. Passaro Senior Vice President 
 

Committees  

 The Company’s By-Laws state that “the Board of Directors may appoint from its 

members an Executive Committee, which during the intervals between the meetings of the Board 

of Directors, shall exercise all the powers of the Board of Directors in the management and 

direction of all the business and affairs of the corporation (except the power to alter or amend the 

By-Laws or to fill vacancies on the Board or on the Executive Committee or otherwise as limited 

by law) in such manner as the Executive Committee shall deem best for the interests of the 

corporation, in all cases in which specific directions shall not have been given by the Board of 

Directors. In addition to such general powers, but subject to the limitation above and hereafter 

expressed, the Executive Committee shall have special and general charge of all financial affairs 

of the corporation including investments, banking relations, and fiscal policies.” 

 The following persons were serving on the Executive Committee at December 31, 2019: 

 William E. Cunningham David G. Pirrung 
 Michael D. Blinson Todd E. Bateson 

TRANSACTIONS WITH AFFILIATES 

Consolidated Master Cost Sharing Agreement 

  This agreement, effective March 10, 2008, is between the Company and its affiliates, 

OFC, WIC, AIIC, Harco, and TransGuard. Since the cost structure of these companies is 

virtually the same, the costs of these companies are effectively combined and allocated to each 

company based on net premiums written.  This agreement includes the financial, investment, 

underwriting, claims, administrative, other support, and operational services that are shared 



10 
 

between the insurance companies.  Management believes this methodology provides the most 

equitable allocation of costs among these companies. The agreement was amended effective 

January 1, 2015 to add SIC and CAIC to the agreement. 

Group Master Hardware & Software Agreement 

  This agreement, effective March 10, 2008, is between the Company and its parent IAT, 

as well as its affiliates OFC, WIC, AIIC, Harco, and TransGuard. The companies agreed to 

combine the efforts of the group by coordinating the purchases and development of all hardware 

and software for all of the companies. All system hardware and software purchases and the 

internal development costs of all systems are funded by IAT for all the companies. 

Federal Income Tax Allocation Agreement 

  The Company’s taxable income was consolidated with McM, the Company’s parent, and 

its subsidiaries through April 30, 2002 in accordance with the tax sharing agreement in effect in 

2001 and prior. The Company’s taxable income earned subsequent to May 1, 2002 is 

consolidated with IAT and its subsidiaries in accordance with the current tax sharing agreement. 

Taxes are allocated among the consolidated companies based upon their separate return 

calculation with current credit for any operating losses or other items utilized in the consolidated 

return.  

TERRITORY AND PLAN OF OPERATION 

 As evidenced by current or continuous Certificates of Authority, the Company is licensed to 

transact business in the following states: 

 Arkansas Connecticut  Idaho 
 Maine Maryland  Missouri 
 Nebraska New Hampshire  North Carolina 
 North Dakota Pennsylvania  Texas 
 Vermont Virginia  West Virginia 
 Wisconsin 
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 The Company is also approved or not disapproved for surplus lines in the following states: 
  
 Alaska California  Hawaii 
 Kansas Minnesota  Montana 
 Nevada Oregon  South Carolina 
 South Dakota Utah  Washington 
 
 The Company underwrites specialty classes of business on an admitted as well as surplus lines 

basis. Business is produced exclusively through general agents. Each agent has limited underwriting 

authority with the home office providing final review and approval. Policies are issued on standard 

forms with limiting endorsements in accordance with the type of specialty coverage being written. 

 The specialty lines of property and casualty business are written in six distinct lines of 

business. A description of each program follows: 

1. Commercial Automobile program providing commercial automobile liability and physical 
damage coverage for local and intermediate trucking including contractor and service risks, 
wreckers, dump trucks, delivery vehicles, non-trucking liability, miscellaneous local public 
auto including shuttles, vans, limousines, and social services and school buses.  
 

2. Garage Program unit targets used car dealers and repair shops for private passenger 
automobiles.  
 

3. Umbrella/Excess unit provides excess and umbrella coverage up to $5,000,000 in limits over 
the first layer of primary coverage. Umbrella coverage is written for small and medium sized 
businesses, and principal exposures covered are retail and wholesale stores and artisan 
contractors. 
 

4. Preferred General Agency provides commercial multiple peril, general liability, property and 
automobile coverages to businesses in Western states.  
 

5. Excess and Surplus Lines unit provides specialty, and property and casualty lines including 
liquor liability for businesses that do not qualify for standard lines treatment.  
 

6. Unique programs for specialized underwriting niches such as a liability program for Nebraska 
county mutuals.  
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 Business is produced through independent agents that receive supervision from a Senior Vice 

President who is assisted by other supervisory personnel in the Home Office. Each agent solicits 

business from local brokers who are in direct contact with the insurance buying public.  

REINSURANCE 

Assumed  

  Excluding the Intercompany Pooling Agreement discussed in the “Ceded” section below, 

the Company does not assume any material amount of reinsurance. 

Ceded  

  Intercompany Pooling Arrangement 

  Effective January 1, 2016, Harco (the “Pool Leader”) and six of its affiliates 

(collectively the “Pool Members”) are participants in an intercompany pooling arrangement 

whereby the Pool Leader and each Pool Member pool their net underwriting results 

proportionately among pool participants.  Listed below is each participant’s participation 

percentage in the pool. 

• Harco National Insurance Company – 23.0% 
• TransGuard Insurance Company of America – 22.3% 
• Wilshire Insurance Company – 16.5% 
• Acceptance Indemnity Insurance Company – 13.1% 
• Occidental Fire and Casualty Company of North Carolina – 9.6% 
• Acceptance Casualty Insurance Company – 9.0% 
• Commercial Alliance Insurance Company – 6.5% 

The Pool Leader and each Pool Member (collectively the “Pool Participants”) desire to pool their 

net underwriting results proportionately among the Pool Participants, reducing administrative 

and management expenses and providing the Pool Participants with a broader distribution of risk 

by line of insurance and territory.  Reinsurance is ceded to external reinsurers by the Pool 

Participants prior to pooling for certain reinsurance agreements.  Each pool participant has a 
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contractual right of direct recovery from its own external reinsurers.  Additionally, each Pool 

Participant establishes the provision for reinsurance and the write-off of uncollectible 

reinsurance for its own external reinsurance. The only external reinsurance the Company has 

entered into includes facultative agreements, which are immaterial, and then ceded on a net basis 

to the Pool. 

  Adverse Development Cover 

  Effective December 31, 2018, the Company, AIIC, Harco, CAIC, OFC, TransGuard, 

and WIC (the “Group”) entered into an Adverse Development Cover (“ADC”) agreement with 

IAT.  The ADC relates to all business, providing the Group with reinsurance protection against 

unfavorable development arising from existing and/or newly reported claims for accident years 

2018 and prior.  In exchange for a total premium of $500,000, the Group has up to $100,000,000 

in protection against unfavorable development for those accident years.  The Group remains 

obligated to policyholders for amounts ceded to reinsurers in the event that any reinsurer does 

not meet their obligation to the Group.  As of December 31, 2019, the Group had a net 

reinsurance recoverable of $100 million, including reserve credits, related to this agreement.  It 

was determined that the ADC agreement does not represent an arms-length transaction in 

accordance with SSAP No. 25, paragraphs 13-19. In addition, the Group was not accounting for 

the agreement using retroactive reinsurance accounting in accordance with SSAP No. 62R, 

paragraph 37.  

General 

  All contracts reviewed contained standard insolvency, arbitration, errors and omissions, and 

termination clauses where applicable.  All contracts contained the clauses necessary to assure 

reinsurance credits could be taken. 
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BODY OD REPORT 

GROWTH 

 The following comparative data reflects the growth of the Company during the period 

covered by this examination:  

 2015      2016  2017 2018 2019 
 
Bonds $15,942,192 $ 23,324,700 $  22,119,742 $  25,263,265 $  43,432,659 
Common stocks 44,980,557 51,501,564 79,143,869 71,611,019 84,096,319 
Admitted assets 73,285,466 112,449,821 162,478,380 153,465,029 183,851,880 
Loss reserves 10,137,799 21,263,196 40,456,735 46,087,536 51,795,195 
Total liabilities 22,991,314 56,778,139 95,246,295 90,848,076 112,213,647 
Capital and surplus 50,294,152 55,671,682 67,232,082 62,616,953 71,638,233 
Premiums earned 12,116,637 46,552,411 54,497,662 76,376,573 91,075,247 
Net investment income 1,587,515 1,993,394  2,831,371 3,464,132 4,025,166 
Losses incurred  6,752,079 23,016,068 33,088,039 44,554,640 50,836,350 
Net income 2,033,349 654,840 302,496 (4,022,178) (2,157,770) 
 

FINANCIAL STATEMENTS 

 The following financial statements are based on the statutory financial statements filed by 

the Company with the State of Nebraska Department of Insurance and present the financial 

condition of the Company for the period ending December 31, 2019. The accompanying 

comments on financial statements reflect any examination adjustments to the amounts reported 

in the annual statements and should be considered an integral part of the financial statements. A 

reconciliation of the capital and surplus account for the period under review is also included.  
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FINANCIAL STATEMENT 
 December 31, 2019 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $  43,432,659  $  43,432,659 
Preferred stocks   3,350,822      3,350,822 
Common stocks   84,096,319      84,096,319 
Cash   31,133,464      31,133,464 
Other invested assets (Schedule BA)       1,188,071        1,188,071 
 
Subtotal, cash and invested assets $163,201,335  $163,201,335 
Investment income due and accrued 710,504  710,504 
Uncollected premiums and agents balances 2,687,827 $29,633 2,658,194 
Deferred premiums 136,450  136,450 
Amounts recoverable from reinsurers 300,143  300,143 
Current federal income tax recoverable 1,410,916  1,410,916 
Receivables from parent, subsidiaries and  
     affiliates 15,434,338  15,434,338 
Prepaid expenses            20,169     20,169        ___________                         
       
Totals $183,901,682 $49,802 $183,851,880 
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Liabilities, Surplus, and Other Funds 
 
Losses $  51,795,195 
Reinsurance payable on paid losses and loss adjustment expenses 539,000 
Loss adjustment expenses 12,369,383 
Commissions payable 1,406,307 
Other expenses 56,573 
Taxes, licenses and fees 7,409 
Net deferred tax liability 5,795,775 
Unearned premium 38,405,757 
Advance premium 28,963 
Ceded reinsurance premiums payable 68,415 
Payable to parent, subsidiaries and affiliates 729,166 
Third party claims payable 1,001,159 
Miscellaneous other liabilities            10,545 
 
Total liabilities $112,213,647 
 
Common capital stock $    3,000,000 
Gross paid in and contributed surplus 31,214,770 
Unassigned funds     37,423,463 
 
Total capital and surplus $  71,638,233 
 
Totals $183,851,880 
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STATEMENT OF INCOME – 2019 

Underwriting Income 
 
Premiums earned $91,075,247 
 
Losses incurred $50,836,350 
Loss adjustment expenses incurred 15,665,006 
Other underwriting expenses incurred   32,138,653 
 
Total underwriting deductions $98,640,009 
 
Net underwriting gain $(7,564,762) 
 
Investment Income 
 
Net investment income earned $  4,025,166 
Net realized capital gain     1,126,557 
 
Net investment gain $  5,151,723 
 
Net income before dividends to policyholders and federal income taxes $(2,413,039) 
Federal income taxes incurred      (255,269) 
 
Net income $(2,157,770) 
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CAPITAL AND SURPLUS ACCOUNT 
 
     2015                2016            2017        2018    2019 
 
Capital and surplus, 
   beginning $49,426,503 $50,294,152 $55,671,682 $67,232,082 $62,616,953 
Net income $  2,003,349 $     654,840 $     302,496 $ (4,022,178) $ (2,157,770) 
Change in net unrealized 
   capital gains (1,434,735) 3,568,097 11,984,709 (1,624,512) 10,720,635 
Change in net deferred  
   income tax 279,212 1,140,063 (728,759) 1,014,832 496,938 
Change in nonadmitted  
   assets (18,577)   14,530 1,954 16,729 (38,523) 
Change in provision for  
   reinsurance            8,400                                                                                 _  
 
Net change for the 
   year $     867,649 $  5,377,530 $11,560,400 $ (4,615,129) $  9,021,280 
Capital and surplus,  
   ending $50,294,152 $55,671,682 $67,232,082 $62,616,953 $71,638,233 

EXAMINATION CHANGES IN FINANCIAL STATEMENTS 

 Unassigned funds (surplus) in the amount of $37,423,463, as reported in the Company's 

2019 Annual Statement, has been accepted for examination purposes.  Examination findings in 

the aggregate were considered to have no material effect on the Company’s financial condition. 

COMPLIANCE WITH PREVIOUS RECOMMENDATIONS 

 The recommendations appearing in the previous report of examination are reflected 

below together with the remedial actions taken by the Company to comply therewith: 

Multi-Cedent Reinsurance Allocation Agreements - It is again recommended that 
the Company refile the Multi-Cedent Reinsurance Allocation Agreement with the 
Director of the Nebraska Department of Insurance under the provisions of the 
Insurance Holding Company System Act, Section §44-2133(2) of the Nebraska 
Insurance Statutes. 

 
Action:  The Company has complied with this recommendation.  
 
Written Investment Plan - It is recommended that the Board annually review the 
written investment plan and review the investment transactions for compliance with 
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the requirements of the written investment plan as stated in Section §44-5105(1) of 
the Nebraska Insurance Statutes. 

 
Action:  The Company has complied with this recommendation.  

 
COMMENTARY ON CURRENT EXAMINATION FINDINGS 

Adverse Development Cover (SSAP 25 and SSAP 62R Non-compliance) 

 Review of the Adverse Development Cover (ADC) effective December 31, 2018 between 

Harco National Pool and IAT revealed the following non-compliance issues:   

I. NAIC SSAP No. 25 - The agreement does not represent an arms-length 
transaction.  Specifically, the terms of the agreement are not “fair and reasonable” in 
accordance with Paragraphs 13-19 (March of 2020 Manual).  The coverage provided 
($100 million) was acquired for $500,000 which is well below market value per the 
pricing study performed by the examination consulting actuary. 

II. NAIC SSAP No. 62R - The Company is currently following the guidance of 
paragraph b, article 7 of the Adverse Development Cover: 

“The Company and the Reinsurer shall account for this Contract as a 
prospective reinsurance agreement for statutory accounting purposes in 
accordance with Statement of Statutory Accounting Principles (SSAP) No. 
62R, paragraph 31. d., as this Contract is an intercompany reinsurance 
agreement among companies 100% owned by a common parent or 
ultimate controlling person and there is no gain in surplus as a result of 
the transaction.” 

 
 However, there was a gain in surplus as a result of this transaction due to the discounted 

premium noted in the NAIC SSAP No. 25 non-compliance (Item #I above).  The ADC paragraph 

referencing SSAP No. 62R shown above is an entity-level instruction.  It is recommended that 

the Company comply with the requirements of SSAP No. 25, paragraphs 13-19 and SSAP No. 

62R, paragraph 37. 
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SUBSEQUENT EVENT 

CHANGE IN ULTIMATE CONTROLLING PERSON 

 On April 29, 2020, the North Carolina Department of Insurance approved the Form A 

filed by IAT to transfer the ultimate control of IAT and its subsidiaries, from Peter Kellogg to his 

son, Charles Kellogg. The transaction was completed through execution of a stock purchase 

agreement between the parties for all the issued and outstanding Class A voting preferred stock 

of Goose Creek Capital, Inc.  Effective April 29, 2020, Charles Kellogg became the ultimate 

controlling person of IAT and its subsidiaries, including the Company. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

 The following comments and recommendations have been made as a result of this 

examination: 

Adverse Development Cover (SSAP 25 and SSAP 62R Non-compliance) - It is 

recommended that the Company comply with the requirements of SSAP No. 25, 

paragraphs 13-19 and SSAP No. 62R, paragraph 37.  
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 Respectfully submitted, 
 
 

  
 _____________________________ 
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