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Lincoln, NE 
January 25, 2018 

 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
941 “O” Street, Suite 220 
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: 

  EMPIRE FIRE AND MARINE INSURANCE COMPANY 
 
which has its Statutory Home Office located at 

 
13810 FNB Parkway 

Omaha, NE  68154-5202 
 
with its Principal Executive Office located at 

 
1299 Zurich Way 

Schaumburg, IL  60196-1056 
 
(hereinafter also referred to as the “Company”) and the report of such examination is respectfully 

presented herein. 

 INTRODUCTION 

 The Company was last examined as of December 31, 2011 by the State of Nebraska.  The 

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

of business on December 31, 2016, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The States of Nebraska, California, Delaware, Illinois, 

Maryland, New York and Oklahoma 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, Zurich American Insurance Company (NY), American Guarantee and 

Liability Insurance Company (NY), Zurich American Insurance Company of Illinois (IL), 

American Zurich Insurance Company (IL), Universal Underwriters of Texas Insurance Company 

(IL), Universal Underwriters Insurance Company (IL), Colonial American Casualty and Surety 

Company (MD), Fidelity and Deposit Company of Maryland (MD), Steadfast Insurance 

Company (DE), and Empire Indemnity Insurance Company (OK). 

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 New York State Department of Financial Services as the coordinating state 

and the Delaware Department of Insurance, Illinois Department of Insurance, Maryland 

Insurance Administration, Oklahoma Insurance Department, California Department of Insurance 

and Nebraska Department of Insurance.  The companies examined under this approach benefit to 
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a large degree from common 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 shareholder, 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 

PricewaterhouseCoopers LLP, the Company’s external auditors, during their audit of the 

Company’s accounts for the years ended December 31, 2015 and 2016.  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. 

DESCRIPTION OF COMPANY 

HISTORY 

 The Company was incorporated under the laws of the State of Nebraska on March 16, 

1954, and commenced business on July 31 of that year as a capital stock casualty insurance 

company. 

 By means of a reinsurance agreement effective August 1, 1954, the Company absorbed 

all of the assets and assumed all of the liabilities of the Empire Fire and Marine Automobile 
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Insurance Company of Omaha, Nebraska, a mutual insurance company which had been 

organized in 1947. 

 Effective October 15, 1956, the Company assumed all of the assets and liabilities and 

obligations of Mutual Bonding and Indemnity Company of Omaha, Nebraska.  Under the terms 

of a reinsurance and consolidation agreement, the Company, on February 15, 1957, received all 

of the assets and assumed all of the liabilities and obligations of the Farmers Union Fidelity 

Insurance Company, a mutual insurance company of Grand Island, Nebraska.  On September 1, 

1957, a former wholly owned affiliate, Empire Surety Company of Omaha, Nebraska, was 

similarly absorbed by means of a reinsurance and consolidation agreement. 

 The Company and Public Service Insurance Company of Fort Wayne, Indiana, merged 

effective January 1, 1960.  A merger between the Company and Equity Insurance Company of 

America, a domestic health and accident company of Omaha, was effective December 31, 1960.  

In both instances, the surviving corporation was Empire Fire and Marine Insurance Company. 

 Effective May 31, 1979, Zurich Insurance Company, U.S. Branch, acquired all of the 

outstanding shares of capital stock of the Company.  Subsequent changes in ownership of the 

Company’s stock have occurred among affiliate companies.  The latest such change took place 

on January 1, 1999 when American Guarantee & Liability Insurance Company contributed the 

Company’s stock to Zurich American Insurance Company (ZAIC). 

 Effective September 7, 1998, the financial services business of B.A.T. Industries p.l.c. 

(B.A.T), a United Kingdom corporation, merged with Zurich Insurance Company (Zurich), a 

Swiss corporation, formerly the ultimate controlling parent of the Company.  Separate holding 

companies were created for the business of B.A.T. and Zurich.  These were Allied Zurich and 

Zurich Allied AG respectively.  Allied Zurich and Zurich Allied AG then formed Zurich 
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Financial Services (ZFS) and each contributed its business to the new holding company through 

an exchange of stock. 

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 2016 Annual Statement, is represented by the following (subsidiaries are denoted 

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

This listing includes all insurance entities within the Zurich group. 

    Zurich Insurance Group Ltd 
 Allied Zurich Limited (UK) 
 Farmers Group, Inc. (NV) 12.1% 
 Zurich Insurance Company, Ltd (Zurich, Switzerland) 
  Farmers Group, Inc. (NV) 87.9% 
  Zurich Holding Company of America, Inc. (DE) 99.18% 
                             Zurich American Corporation (DE)                     
                                       Zurich American Life Insurance Company (IL) 
                                  Zurich American Life Insurance Company of New York (NY) 
   Zurich American Insurance Company (NY) 
               Empire Indemnity Insurance Company (OK) 
    Empire Fire and Marine Insurance Company (NE) 
    American Guarantee and Liability Insurance Company (NY) 
    Steadfast Insurance Company (DE) 
     American Zurich Insurance Company (IL) 
      Zurich American Insurance Company of Illinois (IL) 
    Fidelity and Deposit Company of Maryland (MD) 
     Colonial American Casualty and Surety Company (MD) 
    Universal Underwriters Insurance Company (IL) 
     Universal Underwriters of Texas Insurance Company (IL) 
    Rural Community Insurance Company (MN) 

       Shareholder 

Article V of the Company’s Articles of Incorporation states that, “the aggregate number 

of shares which the Corporation has authority to issue is Two Million (2,000,000) shares of 
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common stock of the par value of Two Dollars ($2.00) per share.”  At the current date, Company 

records indicate that 2,000,000 shares are issued and outstanding for a paid in capital of 

$4,000,000, and that all are owned by Zurich American Insurance Company (ZAIC), a wholly-

owned subsidiary of Zurich Holding Company of America, Inc.  The gross paid in and 

contributed surplus of $33,713,721 remained unchanged during the current five-year 

examination period. 

 The Company declared and paid ordinary cash dividends to its parent, ZAIC, during the 

exam period: 

  Year Amount 

  2016 $ 2,800,000 
  2015 4,400,000 
  2014 4,800,000 
  2013 5,200,000 
  2012 0 
 
 Article I, Section I of the By-Laws states that, “the Annual Meeting of Shareholders shall 

be held in March on a date and at a time determined by the Chairman of the Board of Directors, 

but in no event later than the 1st day of May...The purpose of this meeting is the election of 

Directors and for the transaction of such other business as may come before the meeting.”  

 Board of Directors 

The By-Laws provide that, “the business and affairs of the Company shall be managed 

under the direction of the Board of Directors.”  Article III, Section 2 states that, “the number of 

Directors of this Company shall be not less than thirteen (13) (except for vacancies temporarily 

unfilled) nor more than twenty-one (21).” 

 The following persons were serving as Directors at December 31, 2016: 
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Name and Residence Principal Occupation 

David W. Banks Executive Vice President, Programs, Zurich North   
Walton, NE America  
 
Earl Randall Clouser Head of ZNA Marketing, Distribution and Regional 
Princeton, NJ Management, Zurich North America 
 
Alan C. Fairhead Chief Underwriting Officer, Zurich Insurance Group 
Ipswich, Suffolk UK 
 
Eugenio M. Fernandez Chief Underwriting Officer, Zurich North America 
Wilmette, IL 
 
Michael T. Foley Chairman and Chief Executive Officer, Zurich North 
Inverness, IL America 
 
Craig J. Fundum Head of Commercial Markets, Zurich North 
Inverness, IL America 
 
Steven M. Hatch Chief Claims Officer, Zurich North America 
North Barrington, IL 
 
Dalynn J. Hoch Chief Financial Officer, Zurich North America 
Huntley, IL 
 
Paul Horgan Head of Global Corporate, Zurich North America 
New York, NY 
Mansfield, MA 
 
Richard Kearns Independent Director 
Williston, NY 

Dennis F. Kerrigan Jr. General Counsel, Zurich North America 
North Barrington, IL 
 
Nancy D. Mueller Chief Operations Officer, Zurich North America 
Kildeer, IL 
 
Bryan J. Salvatore Head of Specialty Products, Zurich North America 
Rye Brook, NY 
 
Kathleen A. Savio Head of Alternative Markets, Zurich North America 
Wilmette, IL 
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 Officers 

 The By-Laws, Article V, Section 1 states that, “the Executive Officers of the 

Corporation shall include the Chief Executive Officer (CEO), the President, who shall both 

be Directors, one or more Executive Vice Presidents, a Corporate Secretary and a Treasurer. 

All Executive Officers shall be elected annually by the newly elected Board at its initial 

meeting.” 

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

December 31, 2016: 

Name and Residence Office 

Nancy D. Mueller President 
Michael T. Foley Chief Executive Officer 
Dennis F. Kerrigan, Jr. Corporate Secretary, Executive Vice President 
Robert J. Burne Treasurer 
E. Randall Clouser Executive Vice President 
Bob D. Effinger, Jr. Executive Vice President, Chief Actuary 
Eugenio M. Fernandez Executive Vice President 
Craig J. Fundum Executive Vice President 
Steven M. Hatch Executive Vice President 
Dalynn J. Hoch Executive Vice President, Chief Financial Officer 
Paul Horgan Executive Vice President 
Bryan J. Salvatore Executive Vice President 
Kathleen A. Savio Executive Vice President   

 Committees  

 Article III Section 1 of the Company’s By-Laws states that “the Board of Directors by a 

majority vote of the whole Board may elect from its own number an Executive Committee, to 

serve at the pleasure of the Board, consisting of not less than one-third of the members of the 

Board of Directors. The Executive Committee shall elect from among its members a Chairman.”  
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 The following persons were serving on the Executive Committee at December 31, 2016: 

 Michael T. Foley (Chairman) Richard Kearns 
 Steven M. Hatch Dennis F. Kerrigan, Jr. 
 Dalynn Hoch Nancy Mueller  
  
 The Board of Directors designated the ZAIC Audit Committee as the Audit Committee for 

the Company.  The members of the Audit Committee as of December 31, 2016 are:  

  Wayne Fisher (Chairman) Susan Bies 
  Debra Broek Richard Kearns 
  Donald Nicolaisen  

TRANSACTIONS WITH AFFILIATES  

 Intercompany Service Agreement (“Pooled Companies”) 

 Effective January 1, 2008, and as amended January 1, 2010 and March 31, 2011, the 

Company and all other entities that are members of the Zurich North America (ZNA) Pool 

entered into an agreement with ZAIC whereby ZAIC is to provide a variety of administrative and 

back-office support type services to the participating entities at cost.  Services include 

accounting, human resources related, group management, compliance and risk management, 

procurement services, tax, IT, financial (including budgeting, cash management, investment 

management and analysis and advice, etc.), and overall business management services.  Costs are 

to be allocated out to each entity based upon actual or agreed upon methodology, with monthly 

reporting and settlement to follow within a stated maximum number of days.   

 In conjunction with this agreement, it was noted that ZAIC has entered into a number of 

service-related agreements with other affiliated entities with the intention of ZAIC fulfilling 

certain of its duties through the utilization of these additional agreements.  

 Intercompany Pooling Agreement 

 Effective January 1, 2009 and as amended April 1, 2010 and January 1, 2012, the 

Company along with ten other affiliates entered into a pooling agreement with ZAIC under 
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which each of the members cedes to ZAIC 100% of their net in-force and future policy 

liabilities, including policyholder dividends, unearned premiums, reported and incurred but not 

reported claims, losses and underwriting expenses.  ZAIC is then responsible for 100% of these 

items while each of the other participants within this pool retain 0% responsibility.  Reporting 

and settlement are to occur on a quarterly basis.  This agreement supersedes the Amended and 

Restated Intercompany Pooling Agreement originally entered into on January 1, 1999. 

 Tax Sharing Agreement 

  The Company is a participant in a tax sharing agreement with all of the direct and indirect 

subsidiaries of Zurich Holding Company of America, Inc. (ZHCA).  Originally effective in 

December 1981 and subsequently amended and restated in its entirety with an effective date of 

January 1, 2006, the Company's federal income tax return is consolidated with other affiliated 

entities within the ZHCA holding company group.  The agreement sets out the method of 

allocating tax between the companies, which in general provides that the allocation is to be based 

upon separate return calculation with no immediate benefit for a taxable loss (which is utilized in 

the current year consolidated return).  Intercompany tax balances are to be settled within thirty 

days following applicable transactions.  

 Producer Agreement 

  Effective January 18, 2012, a Producer Agreement was entered into between Universal 

Underwriters Insurance Services, Inc. (now knows as Zurich Agency Services, Inc. (ZAS)) and 

ZAIC, along with the Company and certain other Zurich North America companies.  The 

Producer Agreement gives authority to ZAS to collect, receive and receipt for premiums on 

business placed with the Company, and to retain out of premiums collected, as full compensation 
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for such business, commissions, if any, at rates set by the Company from time to time.  The 

authority of ZAS extends only to the states where they are licensed to conduct business. 

TERRITORY AND PLAN OF OPERATION 

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

transact business in all states except Oklahoma.  The Company is limited to writing excess and surplus 

lines insurance on a non-admitted basis in Oklahoma and Puerto Rico.  The Company operates 

primarily in the Programs business unit within ZNA’s Alternative Market business.  The Programs 

business unit is made up of three strategic business units (SBUs): Alternative Programs, 

Segmented Programs, and New Programs.   

• Alternative Programs – The Alternative Programs SBU focuses on Construction 

Services/Alternative Package, Property Excess and Surplus/Catastrophic, Aftermarket and 

Specialty Auto Programs. 

• Segmented Programs – The Segmented Programs SBU has three distinct profit centers: 

o Professional Services - provides professional liability coverage for targeted 

professionals including lawyers, travel agents, and veterinarians. 

o Workers’ Compensation - provides workers’ compensation coverage for specialty 

compensation and main street programs. 

o Industry Focused - provides package solutions including professional liability, 

property, general liability, workers’ compensation, and other lines to specific niche 

classes such as film production, tanning, and schools. 

• New Programs – The New Programs SBU is a multi-disciplinary team responsible for 

conducting due diligence, implementation, and transition of new programs for the 

Alternative Markets business unit. 
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REINSURANCE 

 Assumed  

 During the examination period Multi-peril crop insurance was written by Rural 

Community Insurance Company (RCIC) through Rural Community Insurance Agency, Inc. 

(RCIA) as General Agent for RCIC.  RCIC cedes premiums and liabilities to The Federal Crop 

Insurance Corporation (FCIC), pursuant to a federal crop insurance program, and retains 

remaining premium not ceded.  Of the retained premium and retained liabilities, 75% is ceded to 

unaffiliated reinsurers and the other 25% is ceded to the Company.  

 Crop hail and named peril insurance is issued or renewed by RCIC and written or 

renewed through RCIC and 25% is ceded to the Company.  

 Livestock insurance is written on a quota share basis by RCIC and RCIC cedes premium 

and liabilities to FCIC, pursuant to an agreement.  Of the remaining premiums and liabilities 

retained by RCIC, 25% is ceded to the Company.  ZAIC acquired RCIC and RCIA in 2016.  

This agreement expired on June 30, 2016, and was not renewed.  

 Lender placed homeowners insurance business, produced and underwritten by QBE First 

(formerly Sterling National, formerly ZC Sterling) on QBE Insurance Corp. paper, is assumed by 

the Company through a 20% quota share agreement.  This agreement has both assumed and 

ceded components, with the ceded component being explained later in this report under the 

caption “Ceded.”  This agreement was cancelled in 2013 and is now in run-off. 

 The Company entered into an agreement on April 1, 2006 to assume 100% of 

Homeowners and Miscellaneous Coverages written in Texas by National Specialty Insurance 

Company through QBE First. 
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  The Company, as a licensed carrier, is required to participate in various state Fair Plans 

(property) and Commercial Auto Insurance Pools (auto) based on the ratio of the Company's 

written premiums to that of statewide premiums. In accordance with various plans of operation, 

the Company participates in these pools in most states as a reinsurer. 

 Ceded  

 The underwriting operations of ZAIC and its major affiliates participate in an 

Intercompany Pooling Agreement.  The agreement provides for the 100% allocation and 

distribution to ZAIC of all net in-force and future policy liabilities as well as the reported and 

incurred but not reported loss, claim and underwriting expense of each participant.  It is agreed 

that ZAIC will assume all liabilities as they existed at the inception of the agreement and 

commencing thereafter will assume: (1) the unearned premium reserve less direct commissions 

on all lines of business; (2) all premiums written less the cost of reinsurance; (3) the net liability 

for unpaid losses and LAE; (4) paid losses less reinsurance recovered; (5) unpaid underwriting 

expenses; (6) any liability for unauthorized reinsurance and non-admitted assets disallowed for 

annual statement or other financial statement purposes. Settlements are rendered quarterly.  

Nebraska Department of Insurance approval was obtained prior to the Company’s participation 

in this pool. 

 Voluntary homeowners insurance business, produced and underwritten by QBE First on 

Zurich’s paper (the Company), is ceded to QBE Insurance Corp through an 80% quota share 

agreement.  This agreement has both assumed and ceded components, with the assumed 

component being explained earlier in this report under the caption “Assumed.”  The 

homeowner’s book of business produced and underwritten by QBE First contains both Lender 

placed homeowners, written on QBE Insurance Corp’s paper and assumed by the Company at 
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20% and Voluntary homeowners business, written on Zurich’s paper (the Company) and ceded 

to QBE Insurance Corp at 80%.  The QBE First agreements were terminated on run-off basis, 

effective 12/31/2013.   

 The Company has two reinsurance contracts involving auto rental and auto dealer 

business.  These agreements are between the Company and Global Vision II Inc., a wholly 

owned subsidiary of Enterprise Holdings Inc.  The first agreement is a 100% quota share 

agreement, effective August 1, 2011, and renewed annually, covering certain Personal Accident 

Insurance and Personal Property Coverage Insurance.  The second is a 100% quota share 

agreement, effective August 1, 2011, and renewed annually, covering certain Supplemental 

Liability Insurance with a $1,000,000 per accident limit.   

 The Company is a party to the following Corporate Covers purchased on behalf of ZAIC 

and its pooled companies: 

 A group property underlying catastrophe reinsurance agreement provides all peril 

coverage in excess of $500 million up to $850 million.  This agreement is placed at 100% 

effective April 1, 2016 through March 31, 2017.  This catastrophe treaty covers all Zurich 

entities for losses that occur in the U.S., regardless of the location of the Zurich entity 

writing the underlying risk.  

A group two layer property catastrophe reinsurance agreement provides all peril, 

excluding earthquake, coverage in excess of $850 million up to $1.2 billion effective 

January 1, 2016 through March 31, 2017.  This treaty has a two risk warranty.  Based on 

Zurich’s financial strength and risk appetite, this property catastrophe reinsurance 

agreement has meaningful co-participations throughout the program.  
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A two layer Property Claim Services (PCS) Property Catastrophe Aggregate 

cover was in effect from January 1, 2016 through December 31, 2016, with 100% of 

the first layer ($150 million in excess of $750 million) and 98.57% of the second layer 

($700 million in excess of $900 million) placed with Zurich Insurance Company Ltd.  

The remaining 1.43% of the second layer is reinsured by Munchener 

Ruckverischerung.  This treaty has a two-risk warranty, as well as the requirement that 

the PCS or non-PCS event be greater than $10 million.  The maximum contribution 

from any one event is $750 million.  This is a frequency cover, not a severity cover, 

and does not address any losses in excess of the Group Cat Cover limit. 

A global multiline excess coverage was purchased on a per occurrence basis and 

includes two sections.  Section A is Core Terrorism coverage with a limit of $300 million 

in excess of $300 million on an aggregate basis.  Section B is referred to as ‘Flex 

Aggregate’ which applies to Conventional Terrorism occurrences in respect to (1) WC 

Occurrences and (2) Property loss with a limit of $100 million in excess of $50 million 

on an aggregate basis.  This treaty was placed at 70%. 

A Global Corporate in North America Quota Share agreement effective January 

1, 2016 through December 31, 2016 is placed at 30%.  This treaty has a $50 million 

risk limit, and not to exceed $650 million per loss occurrence as respect each loss 

occurring inside the United States under the covered policies, and not to exceed $325 

million per loss occurrence as respect each loss occurring outside the United States 

under the covered policies. 

 A Corporate General Property per Risk Program containing two layers provides 

up to $100 million of coverage per risk/per occurrence on losses in excess of $50 million.  
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The first layer of this treaty provides coverage up to $25 million in excess of $50 million 

per loss/per occurrence, with three prepaid reinstatements for an annual aggregate limit of 

$100 million, as well as an occurrence limit of $50 million.  This layer is placed at 100%. 

 The second layer provides coverage up to $75 million in excess of $75 million per 

risk/per occurrence.  This layer has a $75 million per occurrence limit, with a $150 

million annual aggregate limit.  This layer is placed at 100%. 

 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. 

BODY OF REPORT 

GROWTH 

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

covered by this examination:  

 2012 2013 2014 2015 2016 
 
Bonds $ 47,160,888 $45,752,012 $40,555,872 $35,696,556 $ 31,123,206 
Amounts recoverable 
  from reinsurers 45,734,359 26,825,627 29,095,249 40,096,316 98,691,622 
Admitted assets 110,898,846 90,777,902 79,631,868 75,141,587 112,904,933 
Ceded reinsurance 
  premiums payable 44,940,955 40,832,446 36,013,684 29,133,605 8,675,534 
Total liabilities 57,927,549 42,615,415 35,236,315 34,540,146 74,185,325 
Capital and surplus 52,971,297 48,162,487 44,395,554 40,601,441 38,719,608 
Net investment income 1,479,351 1,004,325 933,221 937,812 894,904 
Net income 2,958,680 414,076 969,301 602,707 918,656 
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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, 2016. 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.  

FINANCIAL STATEMENT 
 December 31, 2016 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $  31,123,206   $  31,123,206 
Cash and short-term investments 7,558,150  7,558,150 
Receivable for securities          200,000           200,000 
 
Subtotal, cash and invested assets $  38,881,357   $  38,881,357 
Investment income due and accrued 187,403  187,403 
Uncollected premiums and agents’ balances 
  in the course of collection (51,254,512)  (51,254,512) 
Amounts recoverable from reinsurers 98,691,622  98,691,622 
Receivables from parent, subsidiaries and 
  affiliates    26,399,064      26,399,064 
 
 
Totals $112,904,933  $112,904,933 
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Liabilities, Surplus, and Other Funds 
 
Reinsurance payable on paid losses and loss adjustment expenses $  65,124,623 
Other expenses 14,135 
Current federal and foreign income taxes 363,766 
Net deferred tax liability 3,708 
Ceded reinsurance premiums payable 8,675,534 
Payable to parent, subsidiaries and affiliates              3,559 
 
Total liabilities $  74,185,325 
 
Common capital stock $    4,000,000 
Gross paid in and contributed capital 33,713,721 
Unassigned funds (surplus)       1,005,887 
 
Total capital and surplus $  38,719,608 
 
Totals $112,904,933 

STATEMENT OF INCOME – 2016 

Underwriting Income 
 
Premiums earned $           0 
 
Losses incurred $           0 
Loss adjustment expenses incurred 0 
Other underwriting expenses incurred               0 
 
Total underwriting deductions $           0 
 
Net underwriting gain $           0 
 
Investment Income 
 
Net investment income earned $894,904 
Net realized capital gain   104,669 
 
Net investment gain $999,573 
 
Net income before federal income taxes $999,573 
Federal income taxes incurred     80,917 
 
Net income $918,656 
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CAPITAL AND SURPLUS ACCOUNT 
 
 2012 2013 2014 2015 2016 

Capital and surplus,  
   beginning $49,975,262 $52,971,297 $48,162,487 $44,395,554 $40,601,442 
 
Net income $  2,958,680 $     414,076 $     969,301 $     602,707 $     918,656 
Change in net  
  deferred income tax (42,819) 30,911 (30,792) 212 (489) 
Change in non- 
  admitted assets    80,174 (53,797) 94,558 2,969  
Dividends to  
  stockholders                         (5,200,000)    (4,800,000)     (4,400,000)    (2,800,000) 
 
Net change for the 
  year $  2,996,035 $ (4,808,810) $ (3,766,933) $ (3,794,112) $ (1,881,833) 
 
Capital and surplus, 
  ending $52,971,297 $48,162,487 $44,395,554 $40,601,442 $38,719,609 
 
EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $1,005,887, as reported in the Company's 

2016 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: 

Reinsurance - It is recommended that the Company file the agreements with the Director 
of the Nebraska Department of Insurance under the provisions of the Insurance Holding 
Company System Act, Nebraska Revised Statute § 44-2133(2)(c). 
 

 Action:  The Company has complied with this recommendation.  
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COMMENTARY ON CURRENT EXAMINATION FINDINGS 

 There are no comments or recommendations that have been made as a result of this 

examination. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

 There are no comments or recommendations that have been made as a result of this 

examination. 
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