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Plainview, Nebraska 
May 17, 2018 

 
 

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: 

NORTHERN NEBRASKA UNITED MUTUAL INSURANCECOMPANY 
601 W. Park Avenue 

Plainview, Nebraska 68769 
  

(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 the provisions of 

Section §44-5904(1) of the Nebraska Insurance Statutes.   

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 
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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.  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 and 

Board of Directors held during the examination period, were read and noted.  Attendance at 

meetings and election of Directors and Officers were also noted. 

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

interests were reviewed.  The Certificate of Authority to conduct the business of insurance in the 

State of Nebraska was inspected and a survey was made of the Company’s general plan of 

operation. 

 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 substantive examination 

process.   

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

provisions of Section §44-5904(1) of the Nebraska Insurance Statutes.  The assets were verified 

and evaluated and the liabilities were determined in order to present the statement of the 

Company’s financial condition as of December 31, 2017. 

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

throughout this report is due to rounding.  
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DESCRIPTION OF COMPANY 

HISTORY 

 The Company was formed by means of the consolidation of Farmers Mutual Insurance 

Company of Wausa and Pierce County Farmers Mutual Insurance Company on January 1, 1996.  

The Nebraska Department of Insurance granted tentative approval for the consolidation 

September 21, 1995.  The members of the then existing companies approved the consolidation 

on September 30, 1995 and October 7, 1995, respectively and the Nebraska Director of 

Insurance granted final approval on December 29, 1995 for the consolidation to be effective 

January 1, 1996. 

MANAGEMENT AND CONTROL 

Members 

 The Company's Articles of Incorporation state that, “the membership of this Company shall 

be every person, corporation, association or partnership insured in this Company, and they shall be 

entitled to one vote at any annual or special meeting of this Company in person or by proxy.” 

 The Company's By-Laws state that, “the annual meeting of the members shall be held on the 

first Saturday after the first Monday in February for the purpose of electing Directors and for the 

transaction of such other business as may come before the meeting…Special meetings of the 

members of the Company may be called by the President upon petition of a majority of the Board of 

Directors.” 

 The Company's By-Laws also state that, “a majority of the members attending a meeting, 

represented in person or by proxy, shall constitute a quorum at a meeting of the members.” 
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Board of Directors 

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

managed by a Board of Directors consisting of nine (9) Directors. The Directors must be 

members in good standing of the corporation.” 

 The By-Laws also state that, “the annual meeting of the Directors of this Company shall 

be held on the first Monday in February and shall be held at the same place as the annual 

meeting of members unless some other place is agreed upon by vote of majority of the then 

elected Board of Directors…At the first meeting of the members and at each annual meeting 

thereafter, the members shall elect 3 Directors each year.  No more than 1/3 of the Directors shall be 

elected in any one year.” 

 The Company's By-Laws state that, “a majority of the number of Directors fixed by the By-

Laws shall constitute a quorum for the transaction of any business at any meeting of the Board of 

Directors.” 

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

Name Residence Term Expires   

Mike Jackson Bloomfield, Nebraska   2018 
Steve Kumm Wausa, Nebraska  2018 
Tim Spatz Pierce, Nebraska   2018 
Alysa Bruns Wayne, Nebraska  2019 
Lavon Johnson Wausa, Nebraska  2019 
Gene Pfanstiel Randolph, Nebraska  2019 
Gordon Fulton Creighton, Nebraska  2020 
Steve Pellatz Brunswick, Nebraska  2020 
Larry Silhacek Pierce, Nebraska   2020 

 
 Directors received $150.00 per meeting for their attendance of each Board of Director 

meeting. 
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Officers 

 The Company's By-Laws state that, “the Officers of this corporation shall be a President, 

one or more Vice-Presidents (as the Board of Directors shall determine), a Secretary and a 

Treasurer and such other Officers and agents as may be deemed necessary by the Board of 

Directors.  Any two or more offices may be held by the same person, except the President and 

Vice-President.” 

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

2017: 

Name Office 

Gordon Fulton President 
Larry Silhacek Vice-President  
Michael Wingert Secretary and Treasurer 

FIDELITY BOND AND OTHER INSURANCE 

 The Company's By-Laws state that, “every person elected to office, or employed in any 

capacity requiring receipt, management or expenditure of money or property, shall give a good and 

sufficient corporate surety bond, approved by the Board of Directors of this company, before 

entering upon the duties of the office.”  At year-end 2017 the Company had a financial institution 

bond in the amount of $75,000. 

 The Company also purchased a combined professional liability and Directors and Officers 

liability policy. The policy has a limit of $2,000,000 per claim and $2,000,000 in the aggregate for 

all claims for the policy period and a deductible of $10,000 per claim. 

 The Company also purchased a combined insurance agents and brokers professional liability 

policy. The policy has a limit of $3,000,000 per claim and $3,000,000 in the aggregate for all claims 

for the policy period and a deductible of $2,500 per claim. 
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TERRITORY AND PLAN OF OPERATION 

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

to transact business in the State of Nebraska. 

 The Company's Articles of Incorporation state that, “the purpose of this Company shall be to 

conduct a mutual insurance business on an assessment basis and to write insurance in conformity 

with the laws of the State of Nebraska and the By-Laws of this Company to cover the insurance of 

real and personal property and interest therein, against loss or damage from fire, lightning, 

windstorm, cyclones, hail and extended coverage.” 

 The Company has authority to transact the business of insurance in the State of Nebraska 

only; with its present territory being the counties of Antelope, Boone, Brown, Cedar, Cherry, 

Cumming, Dakota, Dixon, Holt, Knox, Lincoln, Madison, Pierce, Polk, Sarpy, Stanton, Wayne, and 

Wheeler. 

 Thirteen licensed agents produce business.  The agents receive a commission rate of 10% on 

all premiums written.  The Company, as a convenience to its policyholders and agents, makes 

available general liability insurance coverage written by Acceptance Casualty Insurance Company 

and Grinnell Mutual Reinsurance Company.  The Company handles the accounting on such 

business for premiums and agents fees. Commissions received by the Company are transferred and 

disbursed to the agent responsible for the production of such business. 

REINSURANCE  

 Ceded  

 The Company is a member of the Nebraska Farmers Mutual Reinsurance Association of 

Wahoo, Nebraska (NFMRA), and used the reinsurance facilities of NFMRA for each year covered 

by this examination.  Under the contract of 2017, the Company retained a liability up to an amount 
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equal to $2,970 per million of the 2017 average insurance in force.  After this aggregate retention 

was incurred, NFMRA assumed 100% of any additional liability.  The Company's aggregate 

retention for 2017 was noted as being $1,210,286. 

 Prior to incurring the above retention, the reinsurer assumes 100% of any insured loss on 

a single risk in excess of $40,000, up to $660,000.  Recoveries made which are greater than 

recoveries available under the aggregate coverage are deducted from subsequent aggregate 

recoveries.  If the Company makes recoveries under this coverage but their net losses do not 

exceed their aggregate retention for the year, the amount recovered per risk between the single 

risk retention and 1/8th of 1% of the January 1 insurance in-force is to be refunded to NFMRA 

prior to March 1 of the next year.  This excess per risk coverage is not applicable once the 

ultimate net losses exceed the ultimate retention. 

 This contract also provided that the Company retain for its own account the first $1,000 

of each risk, each loss, as respects mobile home risks located in trailer courts.  NFMRA’s limit of 

coverage shall be $48,000 for losses in any one-trailer court; with two or more trailers in any one 

location constituting a trailer court. 

 General 

  The contract reviewed contained standard insolvency clause, arbitration clause, offset 

clause, or an errors and omissions clause.  The contract did not contain the entire agreement clause 

as required per SSAP No. 62R, paragraph 8c of the NAIC Accounting Practices and Procedures 

Manual.  It is recommended that the Company include an entire agreement clause to comply with 

SSAP No. 62R, paragraph 8c of the NAIC Accounting Practices and Procedures Manual 
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BODY OF REPORT 

FINANCIAL STATEMENTS 

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

statement of income and disbursements, reflects the financial condition of the Company at 

December 31, 2017.   All amounts are based on the findings of the current examination: 

STATEMENT OF INCOME AND DISBURSEMENTS 

 
 2013 2014 2015 2016 2017 
 
Balance, beginning of year $2,021,697 $2,211,483 $1,877,489 $2,253,612 $2,843,293 
 
Income 
 
Gross receipts from assessments $2,031,737 $2,161,173 $2,321,738 $2,441,716 $2,435,060 
Less return on cancellations        19,145        19,432        26,943        20,505        18,338 
 
Net received from members $2,012,593 $2,141,742 $2,294,795 $2,421,211 $2,416,722 
Interest on investments      37,152      25,232      18,186      29,833      26,210 
Liability premiums - Acceptance  
    Casualty, Grinnell Mutual,  
    Hartford Steam Boiler 183,090 168,830 221,039 243,610 258,034 
Reinsurance advance not earned 
    on 2014 losses  38,625 
Hartford steam boiler claim 
    reimbursement                                              23,976        73,747        23,761 
  
Total revenue $2,232,835 $2,374,429 $2,557,995 $2,768,401 $2,724,728 
 
Disbursements 
 
Gross losses paid $   987,265 $2,877,832 $1,020,982 $   852,723 $1,318,164 
Less discount and salvage 18,022 17,433 8,500 1,875 3,500 
Less reinsurance recovered        75,131    1,568,115      619,836      160,045        47,580 
 
Net losses paid $   894,112 $1,292,285 $392,647 $689,804 $1,267,085 
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STATEMENT OF INCOME AND DISBURSEMENTS (continued) 
 
 2013 2014 2015 2016 2017 
 
Adjusting expense $       8,017 $       8,746 $       9,254 $     13,961 $     20,179 
Legal and accounting expenses           565        6,736        5,665           640           
640  
Commissions to agents 202,220 214,781 229,934 263,970 244,353 
Office equipment 1,257 350 4,841  1,545 
Investment fee                                     2 
Salaries and expenses of  
    Directors and Officers 41,164      40,508      43,250 55,453 42,816 
Salaries of office employees 38,814 40,259 40,364 45,105 45,615 
Rent/bank fees 18 18 84 90 22 
Repair on real estate 3,647 3,338 8,858 4,022 3,673 
Taxes on real estate 1,846 1,942 3,131 1,687  
Insurance department licenses  
    and fees 448 525 411 527 432 
All other taxes 35,624 37,224 40,912 47,768 188,759 
Advertising, printing and stationery 13,116 12,044 18,122 13,899 16,236 
Telephone, postage and software 13,334 14,998 12,754 23,280 16,671 
Reinsurance premiums paid 542,640 804,706 1,022,667 666,776 525,118 
Building depreciation 1,910 1,910 1,913 1,913 1,913 
Dues, state & national, E&O,  
    work comp, bond     22,032     23,764    23,548    23,939     24,866 
Employee fringe benefits,  
    building insurance 39,195 35,458 39,878 5,973 17,385 
Hartford Equipment breakdown 
    claims paid   23,976 76,303 21,206 
Commissions paid - Acceptance 
    Casualty/Grinnell Mutual 21,000 20,516 24,403 26,528 27,104 
2014 reinsurance advance 
    earned 2015   38,625 
Premiums collected on behalf 
    of Acceptance Casualty 
    /Grinnell Mutual      162,090      148,314      196,637      217,082      230,929 
 
Total disbursements $2,043,048 $2,708,423 $2,181,872 $2,178,720 $2,696,549 
 
Balance, end of year $2,211,483 $1,877,489 $2,253,612 $2,843,293 $2,871,472 
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STATEMENT OF ASSETS AND LIABILITIES 

December 31, 2017 
 

ASSETS 

Ledger Assets 
 
Real estate       $     42,685 
Surplus note 86,072 
Common stock 21,000 
Cash in office 50 
Certificates of deposit 1,453,863 
Money market 1,218,375 
Checking        44,427 
 
Total ledger assets  $2,871,472 
 
Non-Ledger Assets 
 
Furniture and supplies $       2,657 
 
Total non-ledger assets  $       2,657 
  
Gross assets  $2,874,129 

Assets Not Admitted 
 
Surplus note $     86,072 
Furniture and supplies          2,657 
 
Total assets not admitted  $     88,729 
 
Total admitted assets  $2,785,400 

LIABILITIES AND SURPLUS 
 
Losses adjusted and unpaid $396,728 
Less reinsurance   132,000 
Net unpaid losses   $   264,728 
Unearned premiums   863,670 
NE fire, premium tax 2017         10,759 
 
Total liabilities     $1,139,157 
 
Surplus as regards policyholders  $1,646,243 
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Total liabilities and surplus  $2,785,400 

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: 

Checking – It is recommended that the Company reconcile the cash account to the General 
Ledger at month-end. 
 
Action:  The Company has complied with this recommendation.  
 
Documentation Maintenance – It is recommended that Company maintain 
documentation in compliance with Nebraska Insurance Statute 44-5905(b)(i)(A). 

Action:  The Company has partially complied with this recommendation.  This 
recommendation will be repeated under the caption “Commentary on Current 
Examination Findings” in this report.  
 
Reinsurance Clauses – It is recommended that the Company amend its property 
reinsurance contract to include an arbitration clause, an offset clause, and an errors and 
omissions clause. It is also recommended that the Company include an entire agreement 
clause to comply with SSAP No. 62R, paragraph 8c of the NAIC Accounting Practices 
and Procedures Manual. 
 
Action:  The Company has partially complied with this recommendation.  This 
recommendation will be repeated under the caption “Commentary on Current 
Examination Findings” in this report.  
 

COMMENTARY ON CURRENT EXAMINATION FINDINGS 

Real Estate $      42,685 

 The Company purchased two lots in Plainview, Nebraska in 1995 for $8,500 and built a 

home office building on the site.  Total construction expenses paid, less depreciation 

accumulated to December 31, 2017, totaled $42,685.   

Surplus Note $      86,072 

 The surplus note issued by NFMRA had a value of $86,072 as of December 31, 2017.  

This item is deducted, as an asset not admitted in both the Company’s 2017 Annual Statement 



12 
 

and the financial statements of this report in accordance with Statement of Statutory Accounting 

Principles No. 41.   

 Statement of Statutory Accounting Principles No. 41, Paragraph 10(b) states that, 

“holders of surplus notes shall value their investment in surplus notes as follows: by applying a 

‘statement factor’ to the outstanding face amount of the capital or surplus notes.  The ‘statement 

factor’ is equal to the total capital and surplus, including surplus notes, less the greater of 5% of 

admitted assets or $6,000,000, divided by capital or surplus notes.  If ‘statement factor’ is 

negative, the surplus note(s) shall be carried at zero.”  

 Calculation of the Company’s surplus note is as follows: 
  
   $2,872,472   Admitted asset (including surplus note) 
     1,139,157   Less liabilities 

  $1,733,315   Total capital, surplus and surplus note 
 
  $2,872,472 
     5%   of admitted assets 
  $    143,624    
   
  Greater of $143,624 or $6,000,000 
 
  $1,733,315 
  - 6,000,000  
  $(4,266,685)/1,733,315 = -2.46 statement factor 

 

Common Stocks $     21,000 

 The Company has one mutual fund with Morgan Stanley with a value of $21,000 as of 

December 31, 2017.   

Cash in Office $            50 

 This asset is being reflected at $50 as of December 31, 2017 for purposes of this 

examination. The carrying balance of this fund has historically been $50. 
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Certificates of Deposit $1,453,863 

 The Company had eighteen Certificates of Deposit at December 31, 2017 with a reported 

balance of $1,453,863.  All of these certificates were verified by confirmations received from the 

issuing depositories or brokers.   

Money Market Accounts $1,218,375 

 The Company had three money market accounts in the amount of $1,218,375.  All of these 

accounts were verified by direct confirmation received from the issuing depositories. 

Checking $     49,427 

 The Company maintains a checking account in a FDIC insured state bank.  The deposits 

were verified by obtaining a direct confirmation from the bank.  The amount indicated thereon for 

the checking account was reconciled to the Company's records as of December 31, 2017, by giving 

consideration to outstanding checks and deposits. 

Furniture and Equipment $       2,657 

 This asset reflects the carrying value of the Company's office equipment and supplies.  

The total of these items is deducted, as an asset not admitted in both the Company’s 2017 Annual 

Statement and the financial statements of this report in accordance with accepted insurance 

accounting practices.   

Net Unpaid Losses $   264,728 

 The Company reported a gross liability for unpaid losses amounting to $396,728 in its 

December 31, 2017 Annual Statement.  The Company also reported reinsurance recoverables for 

2014 in the amount of $132,000, which the Company reached their retention limit.   

 

 



14 
 

Unearned Premiums $   863,670 

 The Company reported unearned premiums of $863,670 in its December 31, 2017 

Annual Statement.  Amounts reported are system generated and represent the unearned portion 

of each policy based on the remaining policy days on each policy at December 31, 2017. 

NE Fire, Premium Tax 2017, Real Estate Tax $     10,759 

 This liability was composed of Nebraska Fire Tax and Nebraska Premium Tax.  The 

above listed amount represents actual taxes, which were incurred during the year 2017 and paid 

during 2018.  The amount was consistent with prior years and will be accepted for the purposes 

of this examination. 

Surplus as Regards Policyholders $1,646,243 

 Policyholder’s surplus, as determined by this examination, amounted to $1,646,243 at 

December 31, 2017.   

Conflict of Interest Statements 

The Board of Directors does not complete annual conflict of interest statements.  It is 

recommended that the Company have the Board of Directors and Officers complete a conflict of 

interest statement on an annual basis. 

Documentation Maintenance 

Documentation supporting the loss adjusted and unpaid for 2014 and 2016 losses was not 

complete as contained record of only those outstanding as of March 23, 2018.  

The Company is not compliant with Nebraska Insurance Code 44-5905(b)(i)(A) which 

states that, “every company or person subject to the Insurers Examination Act shall retain all 

books, records, accounts, papers, documents, and computer or other recordings relating to the 

property, assets, financial accounts, and business of such company or person in a manner that 
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permits examination of such books, records, accounts, papers, documents, and computer or other 

recordings for five years, or until the period of time in which the transaction took place has 

undergone a financial examination by the Director, whichever is later, following the completion 

of a transaction relating to the property, assets, financial accounts, and business of such company 

or person.” 

It is recommended that Company maintain documentation in compliance with Nebraska 

Insurance Statute 44-5905(b)(i)(A). 

Investment Objectives 

The Company has Board approved Investment Policy Objectives which layout the 

minimum and maximum portfolio distribution of asset classifications.  The Company is not in 

compliance with the approved asset distribution.  It is recommended that that the Company 

become compliant with the Board approved investment objectives. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

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

examination: 

Conflict of Interest – It is recommended that the Company have the Board of Directors 
and Officers complete a conflict of interest statement on an annual basis. 

Documentation Maintenance – It is recommended that Company maintain 
documentation in compliance with Nebraska Insurance Statute 44-5905(b)(i)(A). 

Entire Agreement Clause – It is recommended that the Company include an entire 
agreement clause to comply with SSAP No. 62R, paragraph 8c of the NAIC Accounting 
Practices and Procedures Manual. 
 
Investment Objectives – It is recommended that the Company become compliant with 
the Board approved investment objectives. 
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