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Des Moines, Iowa 
May 25, 2017 

 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
941 “O” Street, Suite 400 
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: 

  MEDICO INSURANCE COMPANY 
 
which has its Statutory Home Office located at 

 
1010 North 102nd Street, Suite 201 

Omaha, NE  68114 
 
with its Principal Executive Office located at 

 
601 Sixth Avenue 

Des Moines, IA  50309 
 
(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, 2010 by the State of Nebraska.  The 

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

of business on December 31, 2015, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The States of Nebraska and Iowa 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, Medico Corp Life Insurance Company (MCLIC), American Republic Corp 

Insurance Company (ARCIC), American Republic Insurance Company (ARIC), Medico Life 

and Health Insurance Company (MLHIC). 

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 Iowa Department of Insurance as the coordinating state.  The companies 

examined under this approach benefit to 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 
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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. 

 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 
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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 Ernst & 

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

years ended December 31, 2014 and 2015.  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, formerly Mutual Protective Insurance Company and originally Central 

Catholic Casualty Company, was incorporated under the laws of the State of Nebraska on April 

26, 1930, as a mutual assessment health and accident association and commenced business as 

such on that same date.  In 1941, the principal office of Central Catholic Casualty Company was 

moved from Columbus, Nebraska to Omaha, Nebraska.  By amendment to the Articles of 

Incorporation on May 20, 1946, the plan of operation was changed from that of a mutual 

assessment association to a mutual legal reserve casualty company. 

 By amendment to the Articles of Incorporation on March 14, 1952, the name of the 

Company was changed from Central Catholic Casualty Company to Central Catholic Insurance 
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Company.  On February 15, 1957, the Articles of Incorporation were again amended to change 

the name to Mutual Protective Insurance Company.   

 The Company amended its Articles of Incorporation and By-Laws to authorize the 

writing of life insurance business.  The Articles of Incorporation were adopted by the Board of 

Directors on March 26, 2003, tentatively approved by the Nebraska Department of Insurance on 

May 7, 2003, approved by the shareholders on May 9, 2003, and received final approval from the 

Department of Insurance on May 14, 2003.  The By-Laws were approved by unanimous vote of 

the Board of Directors on May 9, 2003 and became effective immediately.   

 Prior to this, the Company was authorized to write only accident and health insurance.  

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

Company is presently authorized to write life insurance and accident and health insurance. 

 As part of its efforts to convert to a mutual insurance holding company structure, the 

Company, on August 4, 2005, amended its Articles of Incorporation and By-Laws to reorganize 

to form a stock insurance company and change its name to Medico Insurance Company.  On 

September 19, 2005, the Nebraska Department of Insurance approved the Company’s application 

to reorganize and to change its name.  Additionally at that time, the Department approved the 

creation of an intermediary stock holding company (Medico Holdings, Inc.), and a mutual 

insurance holding company (Medico Mutual Insurance Holding Company).  These changes 

became effective on January 1, 2006.  

 On September 28, 2007, Medico Insurance Company and Ability Resources, Inc. 

completed a transaction through which the Company sold its long term care insurance block and 

its subsidiary Medico Life Insurance Company to Ability Resources, Inc.  The sale of the 

subsidiary was approved by the Nebraska Department of Insurance of September 26, 2007. 
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 On July 1, 2012, the Company became part of the American Enterprise Mutual Holding 

Company organization (AEMHC) after approval by the Nebraska and Iowa Departments of 

Insurance.  Upon consummation of the transaction, the Company became a direct owned 

subsidiary of American Enterprise Group, Inc.  The Company received cash, securities and 

accrued investment income upon entering the organization. 

 As of December 31, 2015, the Company’s certificate of authority authorized it to write Life 

and Sickness and Accident insurance in the State of Nebraska pursuant to Neb. Rev. Stat. Section 

44-201. 

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 2015 Annual Statement, is represented by the following (subsidiaries are denoted 

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

owned): 

 American Enterprise Mutual Holding Company 
  American Enterprise Group, Inc. 
   Medico Life and Health Insurance Company 
   American Enterprise Services Company 
   American Republic Insurance Company 
    American Republic Equities Corporation 
    American Republic Corp Insurance Company 
    Americare Marketing, LLC 
    Medico Corp Life Insurance Company 
   Medico Insurance Company 
    7802-2, LLC 
   American Enterprise Holdings, Inc. 
    The Entrecor Group, LLC 
    American Republic Insurance Services, LLC 
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Shareholder 
 
Article IV of the Company’s Articles of Incorporation states that, “the aggregate number 

of shares of stock that the Company has authorized to issue is 50,000 shares of common stock, 

each with a par value of $100 per share.”  As of December 31, 2015, Company records indicated 

that 50,000 shares were issued and outstanding for a paid up capital of $5,000,000, and that all 

are owned by American Enterprise Group, Inc. 

 Article VI of the Company’s Articles of Incorporation and Article III of the By-Laws 

state that the, “annual meeting of the Shareholders for the election of Directors and for the 

transaction of such other business as may properly come before the meeting shall be held on the 

second Tuesday in March of each year.”  The purpose of this meeting is the election of Directors 

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

 On July 1, 2012, there was a $25,000,000 cash infusion into the Company by AEMHC 

which consisted of cash, securities, and accrued investment income.  The Company paid no 

dividends to the Shareholder during the exam period.   

 Board of Directors 

 Article IV of the Company’s By-Laws states that, “the number of Directors of the 

Corporation shall be not less than five and at least one shall be a resident of Nebraska.  The exact 

number of Directors shall be determined from time to time by resolution of the Board of 

Directors.  Each Director shall hold office until his or her successor shall have been elected and 

qualifies, or until his or her death, resignation, removal or termination of office.”   

 The following persons were serving as Directors at December 31, 2015: 
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Name and Residence Principal Occupation 

Tom Dick Eilers Retired Chairman and President of World Insurance 
Omaha, NE    Company 

Timothy John Hall Executive Vice-President, Business Development, 
Cumming, IA    American Enterprise Group 

Sara Elaine Lehan Assistant Vice-President, Financial Reporting 
Urbandale, IA    American Enterprise Group 

Mark Steven Movic Senior Vice-President, Chief Financial Officer and 
Des Moines, IA    Treasurer, American Enterprise Group 

Thomas Anthony Swank President, Chief Executive Officer, and Chairman, 
Des Moines, IA    American Enterprise Group 

 Officers 

 Article VI of the Company’s By-Laws states that, “the Chairman of the Board, the Chief 

Executive Officer, the President and the Secretary shall be elected annually by the Board of 

Directors at the annual meeting thereof.  Each such Officer shall hold office until the next 

succeeding annual meeting of the Board of Directors and until his or her successor shall have 

been duly chosen and shall qualify or until his or her death or until he or she shall resign or shall 

have been removed.”  

 The following is a listing of Officers elected and serving the Company at December 31, 

2015: 

Name Office 

Thomas A. Swank President and Chief Executive Officer 
Mark S. Movic Senior Vice-President, Chief Financial Officer and                   

Treasurer 
Margaret A. Brown Vice-President, Assistant Secretary and Chief 

Accounting Officer 
Randy D. Cairns Vice-President and Chief Information Officer 
William Jetter Vice-President and National Sales Leader 
Susan E. Voss  Vice-President, General Counsel and Secretary 
Mark A. Willse Vice-President and Chief Actuary 
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 Committees 

 Article V of the Company’s By-Laws states that, “the Board of Directors, by resolution 

adopted by the affirmative vote of a majority of the number of Directors then in office, may 

establish one or more other Committees of the Board of Directors, each Committee to consist of 

one or more Directors appointed by the Board of Directors, except as otherwise required under 

the Nebraska Business Corporation Act.  Any such Committee shall serve at the will of the 

Board of Directors.”  There were no Committees established as of the examination date. 

TRANSACTIONS WITH AFFILIATES  

 Shared Services Agreement 

Effective July 1, 2015, AEMHC and all of its subsidiary companies became parties to a 

Shared Services Agreement. The Agreement allows American Enterprise Services Company 

(AESC), as the employer of all employees in the AEMHC system, to provide employee services 

and then allocate related employee expenses to all other affiliate companies. The Agreement 

details the procedure for the affiliate companies to determine expense allocations annually 

related to these services, as well as for their review and reconciliation. Further, the Agreement 

allows one affiliate company to incur direct expenses or pay operational and administrative 

expenses for another affiliate company and then be reimbursed for these direct expenditures. The 

Agreement provides safeguards to the financial integrity of each affiliate company. Further, a 

separate Expense Allocation Agreement, dated October 1, 2010, exists among AESC, ARIC, and 

American Republic Equities Corporation (AR Equities). This secondary agreement memorializes 

the allocation of expenses related to the securities business of AR Equities and incorporates 

necessary references to regulations put forth by the Securities and Exchange Commission and 

enforced by FINRA.  
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 Tax Allocation Agreement 

Effective for tax years ending December 31, 2002 and after, AEMHC, American 

Enterprise Group, Inc., ARIC, The Entrecor Group, LLC (at that time a corporation), American 

Republic Equities Corporation, and Americare Marketing, LLC, have been parties to a Tax 

Allocation Agreement that provides for the allocation of certain tax benefits in the filing of a 

consolidated tax return. Effective for tax years ending December 31, 2003 and after, AESC also 

became a party to the Tax Allocation Agreement. Effective for tax years ending December 31, 

2008 and after, ARCIC also became a party to the Tax Allocation Agreement. Effective for tax 

years ending December 31, 2010 and after, MCLIC (at that time known as World Corp Insurance 

Company) joined as party to the Tax Allocation Agreement. Effective for tax years ending 

December 31, 2012, American Enterprise Holdings, Inc., and American Republic Insurance 

Services, LLC, joined as parties to the Tax Allocation Agreement. 

 Trademark License Agreement 

  Effective October 30, 2013, the Company entered into a Trademark License Agreement 

with an affiliate, MCLIC.  The Company is the owner of the service marks, registrations and 

applications that reference the word marks of “Medico” and “Protecting Your Future Today”.  

The Company grants MCLIC a limited, non-exclusive, domestic, royalty free license to use the 

marks referenced.  The license allows MCLIC to incorporate the marks into their business entity 

name, logo, and in any taglines used in company and product advertising.  A similar agreement 

was effective July 1, 2015, between the Company and its affiliate, Medico Life and Health 

Insurance Company. 
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 Distributor Agreement 

  Effective June 1, 2015, the Company and MCLIC entered into a Distributor Agreement 

with an affiliate, The Entrecor Group, LLC (distributor).  The Company authorizes the 

distributor to procure applications for Company products in those states where the distributor is 

licensed and appointed by the Company to sell the available lines of business and product.  

Commissions will be paid to the distributor based upon the agreed upon commission schedule. 

TERRITORY AND PLAN OF OPERATION 

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

transact business in all states, with the exception of Connecticut, New Jersey, and New York.  

Agency production is under the direction of Bill Jetter, Chief Marketing Officer for the 

Company.  Mr. Jetter’s responsibilities include the contracting and supervision of all Field 

Marketing Organizations (FMOs).  The Company has worked over time with a core group of 

organizations, and has recently developed partnerships with several additional operations with 

both a national presence and nationally dispersed FMOs, representing a growing base of over 

9,000 agents.  These FMOs operate independently without any exclusivity. 

 The Company’s objective is to be an innovative “niche” company, focused on the senior 

market of the life and health industry.   The Company offers a variety of Medicare Supplement 

products, Dental/Vision/Hearing, Recovery Care, Cancer, and Final Expense products, which are 

primarily sold to individuals 50 years of age and older. 

REINSURANCE 

 Assumed  

 Immediately prior to the stock sale transaction of Medico Life Insurance Company 

(MLIC), now Ability Insurance Company (Ability), to Ability Resources, Inc., the Company 
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entered into a definitive agreement dated September 28, 2007 to purchase MLIC’s non-long term 

care business, which includes Medicare supplement, short term care, final expense, and other 

health and life business.  The agreement was initially recorded as a 100% indemnity reinsurance 

agreement.   

 As part of this agreement, the Company and Ability have undertaken a joint novation 

program to novate all non-long term care policies from Ability to the Company.  This novation 

process was expected to occur over a period of two years, but is still ongoing as of the date of 

this report.  In conjunction with this agreement, the Company and Ability entered into a 100% 

quota share reinsurance agreement, also effective September 28, 2007.  The purpose of this 

agreement is for the Company to assume 100% of the liability for policies which have not been 

novated, and to ensure the liability related to policyholders who decline to novate their policies is 

transferred to the Company. 

 As of December 31, 2015, the novation process had not been actively pursued by Ability 

and no states have approved novation since 2012.  There were 1,597 policies still in force of the 

original 44,209.  As of December 31, 2016, there were 1,472 policies in force. 

  In coordination with the Company assuming all of Ability’s non-long term care business, 

the Company, Ability, and the applicable reinsurers entered into an assignment of reinsurance on 

life and annuity reinsurance that was currently running off to replace Ability with the Company 

as the reinsured.  

  Effective February 2, 1961 the Company entered into a quota share reinsurance 

agreement that assumed 100% of the Knights of Columbus business.  The agreement was 

cancelled on May 31, 1967.  This agreement is in runoff and as of the exam date there were still 

several policies in-force. 
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  Effective July 1, 2012, the Company entered into an intercompany quota share 

reinsurance agreement with ARIC.  The Company assumes 100% of certain A&H and life 

products.  There is a ceding allowance given to ARIC of 10%, distribution and premium tax 

allowances of 2%. 

 Ceded  

 Effective April 1, 2000, the Company entered into a Medicare supplement quota share 

reinsurance agreement with General Re Life Corporation (GRLC).   The Company is ceding 

90% of the business in force issued on or after that date.  There is a ceding commission that 

ranges from 1.5% to 3.5%.  There is also a premium tax allowance of 2.5% based on the earned 

premium. In addition, GRLC pays the Company $6.25 per policy with an annual 4% increase.  

Commissions are paid on a prorata share basis.  This agreement is terminated for new business 

on and after December 31, 2004. 

 Effective September 28, 2007, the Company entered into a Medicare supplement quota 

share reinsurance agreement with General Re Life Corporation (GRLC).   The Company is 

ceding 90% of the business in force issued on or after that date which is specifically related to 

the Medicare supplement that is assumed from Ability.  There is a ceding commission that 

ranges from 1.5% to 3.5%.  There is also a premium tax allowance of 2.5% based on the earned 

premium. In addition, GRLC pays the Company $6.25 per policy with an annual 4% increase.  

Commissions are paid on a prorata share basis.  This agreement is terminated for new business 

on and after December 31, 2004. 

 Effective September 28, 2007, the Company entered into a facultative excess of loss 

reinsurance agreement with American United Life Insurance Company (AULIC).  This 

agreement was originally set up with MLIC in 1969 and then was transferred to the Company 
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upon the sale of MLIC in 2007.  This agreement was terminated for new business effective 

October 1, 1995.  The agreement has retention rates for standard and substandard life policies 

and all based on tables within the agreement.  The Company retains anywhere from $1,000 to 

$10,000, depending on policy type and age issuance. The net amount of life reinsurance is 

reinsured by the initial amount of reinsurance less the interpolated cash value accumulated under 

the original policy.  Reinsurance is terminated when the net amount of Life reinsurance becomes 

less than $1,000.  Agreement also has AD&D coverage with no retention by the Company. 

 Effective July 1, 2011, the Company entered into a quota share reinsurance agreement 

with GRLC.  The Company cedes 50% of certain Medicare supplement products.  There is a 

5.5% ceding allowance with a 1.75% premium tax allowance based on earned premium.  

Commissions are paid on a prorata basis.  This agreement was terminated on new business on 

and after December 31, 2004. 

 Effective September 28, 2007, the Company entered into a quota share reinsurance 

agreement with Reliastar Life Insurance Company (RLIC).  Under this agreement, the Company 

cedes 90% of the flexible premium annuity policies.  RLIC administers this business. 

 Effective September 28, 2007, the Company entered into an excess loss reinsurance 

agreement with Swiss Re Life & Health America.  This agreement was originally between MLIC 

and Republic National Life Insurance Company with an effective date of November 21, 1969.  

Upon the sale of MLIC in 2007, the agreement was transferred to the Company.  The agreement 

has retention rates for standard and substandard life policies and all based on tables within the 

agreement.  The Company retains anywhere from $1,000 to $10,000, depending on policy type 

and age issuance. The net amount of life reinsurance is reinsured by the initial amount of 

reinsurance less the interpolated cash value accumulated under the original policy.  Reinsurance 
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is terminated when the net amount of Life reinsurance becomes less than $1,000.   Agreement 

also has AD&D coverage with no retention by the Company. 

 Effective July 1, 2012, the Company entered into an intercompany quota share 

reinsurance agreement with ARIC.  This agreement cedes 100% of certain A&H and life 

products which does not include any of the Ability LTC business assumed by the Company.  

There is a ceding allowance of 11% along with a distribution allowance of 3%.  There is a 

premium tax allowance of 2%. 

Effective April 1, 2008, the Company entered into a Medicare Supplement Reinsurance 

Agreement with RGA Reinsurance Company (RGA).  The reinsurance agreement is a 50% quota 

share whereby the Company cedes 50% of liabilities associated with Medicare Supplement 

Policy forms MSA 10 and 11.  The agreement is still active but is terminated on new business on 

and after May 31, 2010.  There is a ceding allowance of 2.3% to 3.3% based upon collected 

premium and the in-force amounts. 

  Effective December 1, 2009, the Company entered into an automatic coinsurance 

reinsurance agreement with RGA.  This quota share agreement cedes 40% of the Company’s 

Short Term Recovery Care product, including survivorship and inflation protection riders.  There 

is a ceding allowance of 21.5% on renewal policies based upon collected premium.  This 

agreement is active with no new business effective on or after January 1, 2013. 

 Immediately prior to the stock sale transaction of Ability to Ability Resources, Inc. and 

after the recapture agreements discussed above, the Company entered into a definitive agreement 

dated September 28, 2007 to sell 100% of its long term care business to Ability.  As part of this 

agreement, the Company and Ability have undertaken a joint novation program to novate all 

long term care policies from the Company, to Ability.  This novation process was expected to 
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occur over a period of two years, but is still ongoing as of the date of this report.  In conjunction 

with this agreement, the Company and Ability entered into a 100% quota share reinsurance 

agreement, also effective September 28, 2007.  The purpose of this agreement is to cede 100% of 

the liability for policies which have not been novated, and to ensure the liability related to 

policyholders who decline to novate their policies is transferred to Ability. 

 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:  
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  2011 2012 2013 2014 2015 

Bonds $74,711,939 $38,287,531 $34,502,223 $39,527,399 $41,445,011 
Amounts recoverable 
   from reinsurers 1,795,465 26,344,063 14,407,213 15,317,704 17,182,700 
Admitted assets  91,002,577 55,131,094 65,729,179 69,133,931 74,306,668 
Aggregate reserves for  
   life contracts 41,607,698 10,810,506 9,140,114 8,510,622 7,797,608 
Aggregate reserves for  
   accident & health  
   contracts 13,060,354 255,394 177,353 142,124 129,060 
Other amounts payable 
   on ceded reinsurance 5,674 5,016 19,994,173 22,349,741 26,475,207 
Total liabilities  69,963,177 23,585,288 35,982,393 38,194,993 42,398,869 
Capital and surplus 21,039,400 31,545,806 29,746,786 30,938,838 31,907,799 
Premiums earned 39,917,558 25,389,224   910,383 868,973 747,104 
Net investment income 2,482,275 2,294,958 1,136,042 1,072,422 1,384,986 
Death benefits 6,833,312 3,805,994 2,099,991 1,062,492 1,294,212 
Disability benefits 28,559,856 19,686,947 241,906 73,103 102,241 
Net income (13,689,709) (12,407,098) 815,929 (241,392) 2,119,473 
Life insurance in-force  79,620,000 72,840,000 66,221,000 59,505,000 53,660,000 

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, 2015. 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, 2015 
 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $41,445,011   $41,445,011 
Common stocks   72,300       72,300 
Properties held for the production of income 2,415,284  2,415,284 
Cash and short-term investments 1,565,850  1,565,850 
Contract loans         224,375         224,375 
 
Subtotal, cash and invested assets $45,722,820   $45,722,820 
Investment income due and accrued 439,741 $     68,921 370,820 
Uncollected premiums and agents’ balances 
   in the course of collection 6,015  6,015 
Deferred premiums, agents’ balances and 
   installments booked but deferred and  
   not yet due 137,220  137,220 
Amounts recoverable from reinsurers 17,182,700  17,182,700 
Other amounts receivable under reinsurance 
   contracts 8,802,390  8,802,390 
Current federal income tax recoverable 21,148  21,148 
Guaranty funds receivable or on deposit 1,464,191  1,464,191 
Other amounts receivable 3,711,487 3,711,487 
Accounts receivable 624,717 25,353 599,364   
Prepaid expenses        303,475      303,475                     . 
 
Totals $78,415,904 $4,109,236 $74,306,668 
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Liabilities, Surplus, and Other Funds 
 
Aggregate reserve for life contracts $  7,797,608 
Aggregate reserve for accident and health contracts 129,060 
Contract claims – life 406,392 
Contract claims – accident and health 12,331 
Dividends apportioned for payment 114,647 
Premium and annuity considerations received in advance 34,349 
Other amounts payable on reinsurance – ceded 26,475,207 
Interest maintenance reserve 638,563 
Commissions to agents due or accrued and accident and health 61,410 
General expenses due or accrued 365,244 
Taxes, licenses and fees, excluding federal income taxes 1,918,528 
Unearned investment income 9,222 
Amounts held for agents’ account – credit balances 160,813 
Remittances and items not allocated 104,247 
Asset valuation reserve 364,435 
Payable to parent, subsidiaries and affiliates 3,328,523 
Reserves – abandoned property        478,290 
 
Total liabilities $42,398,869 
 
Common capital stock $  5,000,000 
Gross paid in and contributed surplus 25,000,000 
ACA fee 132,664 
Unassigned funds (surplus)     1,775,135 
 
Total capital and surplus $31,907,799 
 
Totals $74,306,668 
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SUMMARY OF OPERATIONS 

Premiums and annuity considerations      747,104 
Net investment income 1,384,986 
Amortization of interest maintenance reserve 305,393 
Commissions and expense allowances on reinsurance ceded 36,883,578 
Miscellaneous income        262,715 
 
Totals $39,583,776 
 
Death benefits $  1,294,212 
Annuity benefits 64,829 
Disability benefits 102,241 
Surrender benefits 142,283 
Interest and adjustments on contract or deposit-type contract funds 834 
Increase in aggregate reserves        (726,080) 
 
Totals $     878,319 
 
Commissions on premiums $22,454,370 
Commissions and expense allowances on reinsurance assumed 40,618 
General insurance expenses 15,577,633 
Insurance taxes, licenses and fees 754,947 
Increase in loading on deferred and uncollected premiums (2,692) 
Miscellaneous loss               688 
 
Totals $39,703,883 
 
Net gain from operations before dividends to policyholders, federal income 
 taxes, and realized capital gains $    (120,107) 
Dividends to policyholders 115,406 
Federal income taxes incurred       (827,335) 
 
Net realized capital gains     1,527,651 
 
Net income $  2,119,473 
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CAPITAL AND SURPLUS ACCOUNT 
 
 2011 2012 2013 2014 2015 

Capital and surplus, 
   beginning $ 36,905,780 $ 21,039,400 $31,545,806 $29,746,785 $30,938,937 
 
Net income $(13,689,709) $(12,407,098) $     815,929 $    (241,392) $  2,119,473 
Change in net  
   unrealized capital  
   gains  (290,545) 16,906 71,555 195,500 84,174 
Change in net  
   deferred income tax 4,494,185 (25,657,476) 24,856 (2,833) 140 
Change in nonadmitted  
   assets (6,277,538)   22,867,661 (2,229,018) 1,277,814 (1,247,241) 
Change in reserve on  
   account of change in 
   valuation basis (256,270)     
Paid in surplus adjustment  25,000,000    
Cumulative effect of  
   changes in accounting 
   principles     (144,855) 
Change in AVR         153,497         686,413       (482,343)        (36,937)        157,170 
 
Net change for  
   the year $(15,866,380) $ 10,506,406 $ (1,799,021) $ 1,192,152   $     968,861 
 
Capital and surplus,  
   ending $ 21,039,400 $ 31,545,806 $29,746,785 $30,938,937 $31,907,798 

EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $1,775,135, as reported in the Company's 

2015 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 
 
 No recommendations were made as a result of the previous examination. 
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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. 

SUBSEQUENT EVENT 

RE-DOMESTICATION TO IOWA 

 On August 22, 2016 the Company met with the Nebraska Department of Insurance to 

discuss the re-domestication of the Company to Iowa.  At that time, the Company’s Board of 

Directors had approved the re-domestication.  On August 30, 2016, the Nebraska Department of 

Insurance sent a letter to the Iowa Insurance Division stating that, “the Nebraska Department of 

Insurance does not have any objection to the re-domestication.”  Effective January 1, 2017, the 

Company then re-domesticated to Iowa with the approval of the Nebraska and Iowa Insurance 

Departments.   

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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