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Norfolk, Nebraska 
June 28, 2018 

 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
1135 M Street, Suite 300 
Lincoln, Nebraska 68501 
 
 
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: 

NORFOLK MUTUAL INSURANCE COMPANY 
300 W. Benjamin Avenue 
Norfolk, Nebraska 68701 

 
(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, 2012 by the State of Nebraska.  The 

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

of business on December 31, 2017, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The State of Nebraska participated in this examination and 

assisted in the preparation of this report. 

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.   
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 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 members, 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 State of Nebraska 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 

procedures were tested to the extent deemed necessary through substantive testing procedures.  

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

payment of incurred losses were also noted. 
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All accounts and activities of the Company were considered in accordance with the 

provisions of Section §44-5904(1) of the Nebraska Insurance Statutes.  This included a review of 

workpapers prepared by Seim Johnson, LLP, the Company’s external auditors, during their audit 

of the Company’s accounts for the examination period.  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 the Farmers Fire Insurance Association of Norfolk, Nebraska, 

was incorporated on March 3, 1890, as a mutual assessment association.  In 1957, the Articles of 

Incorporation were amended and the corporate name of the Company was changed to the 

“Norfolk Mutual Insurance Company”.  The Company’s Articles of Incorporation provide for 

perpetual corporate existence.  The Company is the surviving entity as a result of accomplishing 

consolidations, mergers, and bulk reinsurance arrangements with the following: 

Effective Date Corporation      Type 
 

July 1, 1957  Farmers Mutual Insurance Association  Merger 
August 1, 1959 Farmers Mutual Insurance Company of Madison Reinsurance 
November 30, 1962 Elkhorn Mutual Insurance Company   Merger 
February 1, 1993 Cedar County German Farmers Mutual Ins. Co. Merger 
January 28, 1997 Antelope Mutual Insurance Company  Merger  
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MANAGEMENT AND CONTROL 

 Members 

Per Article IV, Section 1 of the By-Laws, “any person owning property in Nebraska may 

become a member of this Company by making a written application therefor in such form as may 

be required and, upon paying the fees, charges and assessments provided for herein, and each 

member shall be entitled to all the benefits and be subject to all the obligations of this Company.”  

Every person, corporation, association or partnership that purchases insurance from the 

Company shall be entitled to one vote during the time said insurance is carried and said member 

is in good standing.  Said vote may be cast in person or proxy. 

All members shall be bound by the Articles of Incorporation and the By-Laws of the 

Company.  A membership fee of $1.00 must accompany each application for fire insurance and 

windstorm insurance. 

Per the By-Laws, “the annual meeting of the members of this Company for the election of 

Directors and for the transaction of such other business as may properly come before such 

meeting shall be held on the fourth Saturday of March of each year in Norfolk, Madison County, 

Nebraska, at 1:00 p.m.” 

 Board of Directors 

 The Company’s Articles of Incorporation state that, “the business of this Company shall be 

conducted and managed by nine Directors.  Three Directors shall be elected each year for a term of 

three years or until their successors have been elected and qualified...The Board of Directors shall 

have the authority to make and adopt such By-Laws, as it may deem necessary to best carry out the 

purposes of this Company.” 
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 The Company’s By-Laws state that, “should a member of the Board of Directors resign or 

die during his or her term in office, then the remaining Directors shall have the right to fill the term 

of such Director by an election by the remaining Directors”. 

 The following persons were serving as Directors at December 31, 2017: 

Name and Residence  Principal Occupation  Term Expires 

Melvin Knapp   Insurance Agent  2018 
Madison, NE 
 
Tim Tighe   Banker    2018 
Humphrey, NE  
 
Mark Fleer   Farmer    2019 
Hoskins, NE  
 
Jon Moyer   Banker    2019 
Madison, NE 
 
Ray Wemhoff   Retired Insurance Agent 2019 
Humphrey, NE 
 
Loren Eckert   Retired Farmer   2020 
Pilger, NE  
 
David Lubischer  Farmer    2020 
Lindsay, NE 
 
David Nissen   Business Owner   2020 
Hartington, NE   Nissen Wines 

 
 The Company only had eight (8) Directors serving as of December 31, 2017 due to the death 

of a Board member.  Instead of replacing the Board member, the Company elected to amend its 

Articles of Incorporation to reduce the required number of Directors from nine (9), to no less than 

five (5) nor more than nine (9).  The proposed amendment was approved by the Nebraska 

Department of Insurance in July of 2017, however it is not considered final until approved by the 
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members in 2018.  The Company has addressed the compliance issue with its Articles of 

Incorporation appropriately and no recommendation is needed.  

 As of December 31, 2017, Directors were compensated $550 for attending meetings or for 

otherwise engaging in Company business.  The Secretary/Treasurer received an additional $250 for 

taking minutes at the Board meetings. 

 The Board of Directors approved a $750 bonus to each Director at the November 9, 2017 

meeting.  The President and the Secretary/Treasurer also were approved an additional $2,500 stipend 

for the duties of signing checks.  

 Officers 

 The Company’s Articles of Incorporation state that, “the Officers of this Company shall 

be a President, Vice-President, Secretary and Treasurer and any other office that may be created 

by the Board of Directors.  The Officers shall be elected by the Board of Directors from the 

members of this Company and said Officers shall hold office for a period of one year and until 

their successors shall be elected and qualify.  The Secretary and Treasurer may be one and the 

same person.” 

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

2017: 

Name Office 

Melvin Knapp President 
Loren Eckert Vice President 
Ray Wemhoff Secretary and Treasurer 
 

 Committees 

 The Company’s By-Laws state that, “the President, Vice-President, Secretary and Treasurer 

shall constitute an Executive Committee and shall have the general management of the business of 

the Company in the absence of the Board of Directors.”  The last written report of Executive 
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Committee actions to the Board was November 18, 1996.  It was noted that during the current 

examination, no Executive Committee meetings took place. 

The following persons were serving on the Executive Committee at December 31, 2017: 

Loren Eckert  Melvin Knapp 
Ray Wemhoff 

 
The Finance Committee was formed in September of 2003 with the purpose of minimizing 

the time spent by the Board of Directors discussing detailed financial information.  This 

committee receives and discusses financials and other related matters as appropriate.  

Recommendations from this committee are presented to the Board of Directors for approval.   

The following persons were serving on the Finance Committee at December 31, 2017: 

 Ron Hilliges Tim Tighe 
 Fred Schellpeper Ray Wemhoff 

 The Agency Review Committee was created in October of 2005 with the purpose of 

considering requests by agencies for contracts with the Company.  The committee also reviews the 

performance of existing contracted agencies.  Recommendations from the Agency Review 

Committee are presented to the Board of Directors for approval.  

 The following persons were serving on the Agency Review Committee at December 31, 

2017: 

 Loren Eckert Ron Hilliges 
 Ray Wemhoff 

TERRITORY AND PLAN OF OPERATION 

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

transact business in the State of Nebraska as prescribed by Section §44-201, subsections (5), (10), 

(12), and (18) of the Nebraska Insurance Statutes. 
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 The Company’s Articles of Incorporation authorize it to conduct mutual insurance 

business on an assessment basis and to issue insurance upon property, or any valuable interest 

therein.  The coverage insures against loss or damage caused by fire, lightning, windstorm, and 

perils listed under the extended coverage which are liability insurance except workers’ 

compensation and employers liability insurance, and vehicle insurance. 

No property shall be insured for more than its actual cash value with the exception of replacement 

cost endorsements.  A description of the property shall be stated in the application and in the 

policy.  The Company reserves the right to deny any application for membership.  All new and 

renewal policies are written on a one-year basis. 

 Currently, the Company’s business is produced by approximately 334 licensed agents 

through 58 agencies who receive a commission of 15% on new and renewal premiums.  A one-year 

contingent commission program is in place that is graded on production and loss ratio.  All agents are 

independent contractors.  Claims are also assigned to a reinsurance contract adjuster, independent 

adjuster, company manager, or a company inspector; on an as needed basis.   

REINSURANCE 

 Ceded  

  Effective January 1, 2000, the Company entered into a property excess of loss reinsurance 

agreement and a liability reinsurance agreement with Grinnell Mutual Reinsurance Company 

(Grinnell), which is an authorized reinsurer. 

  The Company has an excess of loss reinsurance agreement with Grinnell which covers 

policies classified by the Company as Property insurance for the period of January 1, 2017 to 

January 1, 2018.  Any risk that exceeds an insured value of $20,000,000 requires facultative 
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coverage and a separate application must be made to Grinnell for facultative coverage.  The 

agreement has single risk, catastrophe and aggregate risk limits as follows: 

 Single Risk Excess XS $300,000 per individual loss occurrence, subject to the   
     following coverage limits: 

1) The reinsurer shall pay 100% of the amount in excess of 
$300,000 for each risk, subject to a maximum recovery of 
$1,000,000 per risk. 

2) The reinsurer shall pay 100% of the amount in excess of 
$1,000,000 for each risk, subject to a maximum recovery of 
$4,000,000 for each risk.  This coverage is automatic and does 
not require separate facultative coverage 

3) The reinsurer shall pay 100% of the amount in excess of 
$5,000,000 for each loss, each risk, subject to a maximum 
recovery of $15,000,000 for each risk.  

 
 Catastrophe Excess XS $1,600,000 of the Ultimate Net Loss incurred, per Loss 

Occurrence.  Loss occurrence means the sum of all individual losses 
or a series of losses directly occasioned by one (1) disaster, accident 
or loss.  

 Aggregate Excess XS $4,300,000 of the Ultimate Net Loss incurred.  The Reinsurer 
will pay 100% of amounts in excess of the retention and coverage is 
unlimited.   

 The Company also has a liability reinsurance agreement to cede business classified as 

farmers’ comprehensive personal liability, home guard comprehensive personal liability, 

comprehensive personal liability, rented dwelling liability, and personal umbrella liability for the 

period of January 1, 2017 to January 1, 2018.  The Company cedes 100% of the liability 

premiums charged to its insureds, less a 20% ceding commission and 100% of the liability claims 

to Grinnell.  In 2010, Grinnell began issuing payment on liability claims directly to claimants on 

behalf of the Company, as opposed to the company issuing checks after Grinnell adjusted the 

liability loss.   

 There has been some inconsistency during the examination period in how liability losses 

have been reported on the Underwriting and Investment (U&I) Exhibit, Parts 2 and 2A.  The 

Company did not report amounts in the U&I Exhibit, Part 2 – Losses Paid and Incurred, for 
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liability claims in 2013, 2016 and 2017, however amounts were reported in 2014 and 2015.   The 

Company reported amounts on the U&I Exhibit, Part 2A – Unpaid Losses and Loss Adjustment 

Expenses for all years during the examination period except 2013.  Due to the nature of the 

agreement, it is recommended the Company report $0 on line 17.1 of the U&I Exhibit, Parts 2 and 

2A, in future annual statement filings.   

 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: 

 2013 2014 2015 2016 2017 
 
Bonds $  2,246,393 $  2,253,551 $  1,657,925 $  3,844,570 $  3,903,754 
Common stocks 6,412,883 7,075,136 7,036,167 7,459,176 7,960,923 
Admitted assets 11,983,080 12,019,238 13,009,660 15,053,645 15,230,420 
Loss reserves 288,053 2,200 505,583 658,657 33,121 
Unearned premiums 3,285,855 3,334,984 3,527,572 3,661,737 3,777,101 
Total liabilities 4,117,434 3,945,703 4,577,490 4,970,061 4,388,898 
Surplus 7,865,645 8,073,534 8,432,170 10,083,584 10,841,523 
Premiums earned 5,648,247 5,818,230 5,777,069 6,013,490 6,107,399 
Net investment income 218,395 458,285 196,161 112,413 572,807 
Losses incurred 2,089,880 4,244,877 2,880,831 2,446,499 4,312,532 
Net income 1,365,876 93,620 644,916 939,978 189,786 
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FINANCIAL STATEMENTS 

 The following statement of admitted assets and liabilities, together with the accompanying 

summary of operations, reflects the financial condition of the Company at December 31, 2017 and its 

transactions during the year 2017 as determined through this examination.  A reconciliation of the capital 

and surplus account for the period under review is also included. 

FINANCIAL STATEMENT 
 December 31, 2017 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $  3,903,754  $  3,903,754 
Common stocks   7,960,923    7,960,923 
Real estate 241,198  241,198 
Cash and cash equivalents     2,265,462      2,265,462 
 
Subtotal, cash and invested assets $14,371,337  $14,371,337 
Investment income due and accrued 26,140  26,140 
Uncollected premiums and agents’ 
   balances in the course of collection 61,136  61,136 
Deferred premiums 713,588  713,588 
Amounts recoverable from reinsurers 52,790  52,790 
Current federal income tax recoverable 55,000 $55,000  
Electronic data processing equipment and software 5,430  5,430 
Furniture and equipment 20,999 20,999  
State income tax recoverable            8,000     8,000                      
 
Totals $15,314,419 $83,999 $15,230,420 
 
Liabilities, Surplus, and Other Funds 
 
Losses $       33,121 
Loss adjustment expenses 19,778 
Commissions payable 166,088 
Other expenses 75,239 
Taxes, licenses and fees 29,334 
Unearned premiums 3,777,101 
Advance premium 127,873 
Ceded reinsurance premiums payable 157,249 
Amounts withheld or retained by company for account of others             3,114 
 
Total liabilities $  4,388,898 
Unassigned funds $10,841,523 
 
Totals $15,230,420 
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STATEMENT OF INCOME – 2017 

Underwriting Income 
 
Premiums earned $6,107,399 
 
Losses incurred 4,312,532 
Loss adjustment expenses incurred 348,643 
Other underwriting expenses incurred   2,080,529 
 
Total underwriting deductions $6,741,703 
 
Net underwriting gain $  (634,304) 
 
Investment Income 
 
Net investment income earned $  205,903 
Net realized capital gain     366,904 
 
Net investment gain $  572,807 

Other Income 
 
Finance and service charges not included in premiums $    25,037 
Liability commission / miscellaneous income 113,020 
Commission income 56,829 
Miscellaneous income 196 
Gain on fixed assets        1,200 
 
Total other income $  196,283 
 
Net income before federal income taxes $  134,786 
Federal income taxes incurred     (55,000) 
 
Net income $  189,786 
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CAPITAL AND SURPLUS ACCOUNT 
 
 2013 2014 2015 2016 2017 

Beginning surplus $5,611,714 $7,865,645 $8,073,534 $ 8,432,170 $10,083,584 
 
Net income $1,365,876 $     93,620 $   644,916 $    939,978 $     189,786 
Change in net unrealized 
  capital gains 867,369 132,456 (434,904) 707,608 646,389 
Change in nonadmitted assets   20,686 (18,187) 45,278 3,828 (78,237) 
Prior period adjustment –  
  realized gain understatement                                            103,346                                           
 
Net change for the year $2,253,931 $   207,889 $   358,636 $  1,651,414 $     757,939 
 
Ending surplus $7,865,645 $8,073,534 $8,432,170 $10,083,584 $10,841,523 
 
EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $10,841,523, as reported in the Company's 

2017 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: 

Investment Policy –  The Company does have an investment policy in place.  The Board 
of Directors last voted on this policy in 2010.  Per Section §44-5105(3)(b) of the Nebraska 
Insurance Statutes state that, “on no less than a quarterly basis, and more often if deemed 
appropriate, the Board of Directors or committee of the Board of Directors shall: (b) 
review and revise, as appropriate, the written plan.”  It is recommended that the Company 
comply with Section §44-5105(3)(b) of the Nebraska Insurance Statutes. 
 
Action:  The Company has complied with this recommendation.  
 
Repurchase Agreement – The Company does have one bank account that has a 
repurchase agreement.  The Company stated in the 2012 Annual Statement, Notes to the  
Financial Statement (paragraph 5e) that there is no repurchase agreement.  It is  
recommended that the Company properly complete the Notes to the Financial Statement. 
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Action: The Company has complied with this recommendation.  
 
COMMENTARY ON CURRENT EXAMINATION FINDINGS  

 Large Claims – The Company receives reimbursement from its reinsurer on claims over 

$300,000.  In 2017, the Company did not have any claims over that amount.  However, there was 

one (1) claim that exceeded the threshold in 2016, for which an amount was paid in 2017 and was 

not submitted for reinsurance recovery.  It is recommended the Company track large claims to 

ensure all subsequent payments are submitted for reinsurance recovery.    

SUBSEQUENT EVENT 
 

Articles of Incorporation 

 The Company amended its Articles of Incorporation on March 24, 2018 to reduce the 

number of Directors on the Board of Directors from a mandatory nine (9) to, “no less than five 

nor more than nine”.   Copies of the amendment were provided to the Nebraska Secretary of 

State’s Office on April 6, 2018 and the Nebraska Department of Insurance on April 30, 2018. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 
  

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

examination: 

Liability Loss Reporting – It is recommended the Company report $0 on the U&I 
Exhibit, Parts 2 and 2A, Line 17.1 related to liability losses in future annual statement 
filings. 
 
Large Claims – It is recommended the Company track large claims to ensure all 
subsequent payments are submitted for reinsurance recovery.   
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