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Boston, Massachusetts  
April 16, 2020  

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

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

UNITED CASUALTY AND SURETY INSURANCE COMPANY  
 
which has its Statutory Home Office located at 

 
1411 Harney Street #200 
Omaha, Nebraska  68102 

 
with its Principal Executive Office located at 

 
116 Huntington Avenue, Suite 903 

Boston, Massachusetts  02116 
 
(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, 2014 by the State of Massachusetts.  

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

close of business on December 31, 2018, 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. 
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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.  

 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, and approval of investment transactions 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 



3 
 

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 

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 Stowe & 

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

the year ended December 31, 2018.  Portions of the auditor’s workpapers have been incorporated 

into the workpapers of the examiners and have been utilized in determining the scope and areas of 

emphasis in conducting the examination.  This utilization was performed pursuant to Title 210 

(Rules of the Nebraska Department of Insurance), Chapter 56, Section 013. 

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

throughout this report is due to rounding. 

DESCRIPTION OF COMPANY 

HISTORY 

The Company was organized under the laws of the State of Georgia as Lawyer’s 

Professional Insurance, a Risk Retention Group, on March 8, 1988.  The name of the Company 
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was changed to United Casualty and Surety Company on April 27, 1989.  A merger of the 

Company with United Casualty and Surety Insurance Company, organized under the laws of the 

State of Massachusetts on March 29, 1993, was approved by Massachusetts on June 28, 1993 and 

by Georgia on June 30, 1993.  United Casualty and Surety Insurance Company, the surviving 

entity, was domiciled in Massachusetts and licensed to write fidelity and surety insurance 

coverage.  

On May 19, 2016 the Shareholders of the Company entered into a stock purchase 

agreement with General Indemnity Group, LLC, (“GIG”), whose parent company is Boston 

Omaha Corporation (“BOC”), a publicly traded holding company.  The transaction was approved 

by the Massachusetts Division of Insurance and was closed effective December 7, 2016.  GIG 

became the sole shareholder of the Company. 

On September 12, 2018, the Company’s Board of Directors and the sole Shareholder, 

GIG, approved re-domestication from Massachusetts to Nebraska.  Effective December 31, 2018, 

the Company re-domesticated from Massachusetts to Nebraska.  The re-domestication was 

approved by the Massachusetts Division of Insurance December 24, 2018 and by the Nebraska 

Department of Insurance December 27, 2018. 

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 2018 Annual Statement, is represented by the following (subsidiaries are denoted through the 

use of indentations, and unless otherwise indicated, all subsidiaries are 100% owned): 
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 Boston Omaha Corporation 
  General Indemnity Group, LLC 
   General Indemnity Insurance Company, PCC, LLC 
   General Indemnity Direct Insurance Services, LLC 
   Surety Support Services 

South Coast Surety Insurance Services, LLC (70%, remaining 30% was  
   owned by Steven Swartz ) 

   The Warnock Agency, Inc. 
   United Casualty and Surety Insurance Company 
 

Shareholder  

As stated in the Articles of Incorporation, Article 5, “the authorized capital stock of the 

Corporation shall be 20,000 shares of common stock with a par value of One Hundred Thirty & 

00/100 dollars ($130.00).”  The Company has 20,000 shares of common stock issued, 5,516 

shares are held as treasury shares and 14,484 shares are outstanding, all of which are owed by 

GIG.  The Company reported 4,484 shares outstanding in the 2018 and 2019 Annual Statement 

Notes to the Financial Statements in error.  The Company’s capital structure as of December 31, 

2018 consisted of $2,600,000 in common stock, $11,300,000 in paid-in and contributed surplus, 

$1,175,132 in unassigned funds less $104,255 in treasury stock.   

The Company received capital contributions from its Ultimate Parent, BOC, of $1,250,000 

on December 19, 2016 representing $1,100,000 in capital stock and $150,000 in additional paid in 

surplus.  The Company received additional capital contributions from BOC on February 13, 2017 

of $1,500,000, November 7, 2018 of $1,000,000 and December 28, 2018 of $7,500,000.   

The Company paid no dividends to Shareholders in 2017 or 2018.  Dividends in the 

amount of $100,000 each were paid to Shareholders on April 9, 2015, June 20, 2015, December 

19, 2015, and April 11, 2016.   

Per Article I, Section 1 of the By-Laws, “the Company shall hold an annual meeting of 

Stockholders at a time fixed by the Board of Directors.  The purposes for which the annual 
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meeting is to be held, in addition to those prescribed by the Amended and Restated Articles of 

Incorporation, shall be for electing Directors and for such other purposes as shall be specified in 

the notice of the meeting, and only business within such purposes may be conducted at the 

meeting.  In the event an annual meeting is not held at the time fixed in accordance with these By-

Laws or the time for an annual meeting is not fixed in accordance with these By-Laws to be held 

within 13 months after the last annual meeting was held, the Company may designate a special 

meeting held thereafter as a special meeting in lieu of the annual meeting, and the meeting shall 

have all the effect of an annual meeting.” 

The 2015 annual meeting was held at the Company’s office in Quincy, Massachusetts on 

December 9, 2015.  No Shareholder meeting was held for 2016, 2017 or 2018 as required by the 

Company’s By-Laws and Massachusetts General Laws (MGL) Part I, Title XXII, Chapter 156D, 

Section 7.01-Annual Meeting, the Company’s domestic state at the time.  The Shareholder 

meetings for 2017 and 2018 were held at the BOC level; however, the meetings were not 

documented in the Company’s corporate meeting minutes.  The Company did not hold a 

Shareholder meeting in 2019 in accordance with § 44-210 of the Nebraska Insurance Statutes and 

the Company’s By-Laws.  It is recommended that the Company hold annual Shareholder 

meetings and elect Directors in accordance with § 44-210 of the Nebraska Insurance Statutes and 

the Company’s By-Laws. 

 Board of Directors 

 The Company’s By-Laws, Article II, Section 2 provides that, “the Board of Directors shall 

consist of five or more individuals; subject to the minimum number of five Directors, the 

Stockholders may fix the number of Directors at the annual meeting or by the Board of 

Directors.”  The By-Laws further provide that “…the Directors shall be elected by the 



7 
 

Stockholders at the annual meeting.”  Per Section 5, “the terms of all Directors shall expire at the 

next annual Stockholders’ meeting following their election...  Despite the expiration of a 

Director’s term, he or she shall continue to serve until his or her successor is elected and qualified 

or until there is a decrease in the number of Directors.”  The By-Laws, Article II, Section 8 

provides, “regular meetings of the Board of Directors may be held at such times and places as 

shall from time to time be fixed by the Board of Directors without notice of the date, time, place 

or purpose of the meeting.”   

Evidence was provided that the Directors were appointed by BOC in 2017 and 2018, and 

not GIG, which is not in accordance with the Company’s By-Laws.  Directors were elected in 

2019 in accordance with the Company’s By-Laws. 

Article II, Section 17 of the By-Laws provides, “the Board of Directors may fix the 

compensation of Directors.”  No fees or expenses were paid to Directors for 2018. 

 The following persons were serving as Directors at December 31, 2018:  

Name and Residence Principal Occupation 

Adam K. Peterson  Co-Chairman and Co-Chief Executive Officer 
Omaha, Nebraska Boston Omaha Corporation 

Alexander B. Rozek Co-Chairman and Co-Chief Executive Officer 
Boston, Massachusetts Boston Omaha Corporation 

Michael J. Scholl* President 
Wellesley, Massachusetts United Casualty and Surety Insurance Company 

Robert F. Thomas Chief Operating Officer 
Wellesley, Massachusetts United Casualty and Surety Insurance Company 

Joshua P. Weisenburger Chief Financial Officer 
Omaha, Nebraska Boston Omaha Corporation 

*August 9, 2019, Michael J. Scholl resigned from the Board and David J. Herman, 
President and Chief Operating Officer of GIG, was added to the Board. 
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 Officers 

 The Company’s By-Laws, Article IV, Section 1, provides that “the Company shall have a 

President, a Treasurer, a Clerk (herein referred to as “Secretary”) and such other Officers as may 

be appointed by the Board of Directors from time to time in accordance with these By-Laws.  In 

accordance with MGL Chapter 175§58, the President and the Secretary shall be different 

individuals. The Board may appoint one of its members to the office of Chairman of the Board 

and from time to time define the powers and duties of that office notwithstanding any other 

provisions of these By-Laws.”   

In 2017, the By-Laws were amended to require the annual appointment of the Officers, 

but no appointment occurred in 2018.  It is recommended that Officers be appointed annually as 

required by the By-Laws. 

Article IV, Section 2 of the By-Laws provides that, “the Officers shall be appointed by the 

Board of Directors.” Article IV, Section 3 provides, “…the same individual may simultaneously 

hold more than one office in the Company.  The President may, but need not, be a Director.  The 

Secretary shall be a resident of The State of Nebraska, unless the Company shall have a resident 

agent appointed.”   

 The following is a listing of Officers serving the Company at December 31, 2018: 

Name Office 

Michael J. Scholl* President and Chief Executive Officer 
Robert F. Thomas* Chief Operating Officer 
Joel R. Chachkes Chief Financial Officer, Assistant Secretary 
Thomas P. Carrigan, Jr. Vice President 
Neil H. Aronson Assistant Secretary 

 
*Michael J. Scholl resigned as President of the Company on August 9, 2019 and was 
replaced by Robert F. Thomas, who resigned as Chief Operating Officer the same day.  
The Chief Operating Officer role has not been filled.   
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Committees 

 The Company’s By-Laws, Article II, Section 16 provides that, “the Board of Directors 

may create one or more committees and appoint members of the Board of Directors to serve on 

them.”  Article II, Section 16a states, “at all times, there shall be an Executive Committee.  The 

Executive Committee will consist of three members of the Board of Directors, including the 

President of the Company so long as the President is a member of the Board of Directors and two 

other Board of Director members as appointed by the Board of Directors.  The Executive 

Committee shall have all the powers and authority of the Board of Directors, to the extent 

permitted by those By-Laws and laws, in the intervals between meetings of the Board of 

Directors, and is subject to the direction and control of the full Board of Directors.” 

The following persons were appointed to serve on the Executive Committee at December 

31, 2018: 

 Alexander Rozek Robert Thomas  
 Michael Scholl 
 

The following persons were appointed to serve on the Investment Committee at December 

31, 2018: 

 Adam Peterson Alexander Rozek 
 Joshua Weisenburger Joel Chachkes 

The following persons were appointed to serve on the Enterprise Risk Management 

Committee at December 31, 2018: 

 Pam Collins Michael Scholl 
 Matthew McClure Robert Thomas 

The following persons were appointed to serve on the Audit Committee at December 31, 

2018: 

 Adam Peterson Alexander Rozek 
 Joshua Weisenburger  
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The Executive Committee, Enterprise Risk Management Committee and Audit Committee 

did not meet during 2018.   

TRANSACTIONS WITH AFFILIATES  

 General Service Agreement 

Effective April 20, 2018 and subsequently amended May 14, 2018, the Company and GIG 

entered into a service agreement to document services to be provided by GIG and expenses to be 

paid by the Company.  Prior to this agreement, services were being provided by GIG and 

expenses were being paid by the Company without an agreement.  The services to be provided by 

GIG include human resources, regulatory services, software application development, data 

management, phone and network management, and Information Technology direction and advice.  

The Company shall pay no fees for the services as the parties agree the amount in question is not 

material.  The Company shall reimburse GIG for out-of-pocket expenses directly attributable to 

the Company.  Invoices are to be prepared monthly and payments due thirty days after receipt of 

the invoice.  Total charged to the Company during 2018 was $763,004 primarily related to payroll 

and travel expenses attributable to Company employees.  

 Tax Allocation Agreement 

The Company, BOC, and listed subsidiaries of BOC entered into a tax allocation 

agreement May 30, 2018, and effective for the December 31, 2017 tax year.  Under the 

agreement, the Company’s federal income tax return was consolidated with GIG, General 

Indemnity Insurance Company PCC LLC, General Indemnity Direct Insurance Services, LLC, 

Surety Support Services (SSS), The Warnock Agency, Inc.(TWA), Freestate Bonds, Inc., and five 

Link Media entities.  South Coast Surety Insurance Services, LLC (SCS) was not included in the 

agreement due to SCS not being 100% owned.  Under terms of the agreement, BOC filed 
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consolidated federal tax returns for the consolidated group.  The consolidated tax liability is 

allocated among affiliates on a separate return basis with current credit for any net operating 

losses or other items utilized in the consolidated tax return.  The agreement was amended 

February 25, 2019 to add seven new wholly-owned indirect subsidiaries of BOC effective with 

the 2018 tax year filing.  The Company had no tax liability for 2017 or 2018 tax years.  

 Agency Agreements 

 The Company entered into Agency and Broker Agreements with three affiliated agencies, 

SCS, SSS, and TWA, to provide marketing and distribution services.  Each of the agreements 

were filed with the Massachusetts Division of Insurance prior to the Company re-domesticating to 

Nebraska, effective December 31, 2018.  The agencies submit premiums, net of commission, to 

the Company monthly.  TWA was absorbed into SCS in July 2018 with all premiums written 

through TWA being reported by SCS.  

 Gross premiums written by the affiliated agencies for 2018 was $2,206,576.  

TERRITORY AND PLAN OF OPERATION 

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

transact business in the District of Columbia and all states, except Oregon, as of December 31, 2018.  

Subsequent to the examination period, the Company obtained a Certificate of Authority in the State of 

Oregon. 

 The Company writes surety and fidelity bonds through an agency distribution system of 

approximately 81 affiliated and unaffiliated agencies.  The Company writes a minimal number of direct 

policies. 
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 The Company partnered with an unaffiliated agency to write residential security deposit and 

lease guarantee bonds in August 2018.  The bonds are marketed to landlords with more than 100 units 

and purchased by prospective tenants. 

 New York and Massachusetts premiums accounted for 32.5% and 28.7%, respectively, of the 

total premium written for 2018.  The remaining premium was written in other states.  The table below 

represents premium written by New York, Massachusetts, and all other states for the examination 

period: 

Year New York Massachusetts Others Total 
2015  $     98,676  $2,658,087  $   155,766  $2,912,529 
2016     47,550   2,128,999     159,302   2,335,851 
2017     14,400   2,131,822     167,811   2,314,033 
2018  2,354,776   2,083,471  2,816,606   7,254,853 

 
REINSURANCE 

 Assumed  

The Company did not assume reinsurance during the examination period.   

 Ceded  

The Company executed a Contract and Commercial Surety Reinsurance Agreement 

effective March 1, 2018 directly with General Reinsurance Corporation (“GenRe”) and Aspen Re 

America Incorporated on behalf of Aspen Insurance UK Limited (“Aspen Re”), collectively 

referred to as “the Reinsurer,” for the 2018 reinsurance program.   

As of December 31, 2018 the Company’s reinsurance program included contract and 

commercial surety excess of loss, variable quota share, and co-surety, power of attorney and 

indemnification reinsurance. 
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 Excess of Loss 

Excess of Loss reinsurance covers contract and commercial surety bonds written by the 

Company, applying to losses discovered on or after March 1, 2018, and continues in force until 

terminated March 1, 2019 or any March 1 thereafter.  The first layer provides coverage of 

$2,250,000 in excess of the Company’s retention of $250,000 per risk.  The second layer provides 

coverage of $2,500,000.  The Reinsurer’s limit of liability shall not exceed an aggregate limit of 

$4,500,000 under the first layer nor $2,500,000 under the second layer during each agreement 

year.  The agreement includes an automatic reinstatement provision for the first excess layer. 

 Variable Quota Share 

 In the event that the aggregate retention for all risks being written or considered for a 

Principal exceed the Company’s net retention goals, the Company may request quota share 

coverage.  The variable quota share reinsurance applies to contract and surety bonds written by 

the Company.  The Company is not obliged to cede such bonds and the Reinsurer is not obliged to 

assume such bonds.  Bonds are accepted by the Reinsurer on a per risk basis beginning March 1, 

2018 and continues until terminated March 1, 2019 or any March 1 thereafter. 

 The Company’s retention and the Reinsurer’s limit of liability is the quota share 

percentage set forth in each Offer and Acceptance document. 

 GenRe and Aspen Re are subscribing reinsurers on the above reinsurance agreements at 

75% and 25% participation, respectively. 

 Co-Surety, Power of Attorney, and Indemnification 

 The Company and GenRe entered into a co-surety agreement that applies to bonds written 

by the Company and reinsured under the excess of loss or variable quota share agreements, and 

which the obligee requires a carrier with a rating of A+ or better from A.M. Best, with a Treasury 
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Listing that exceeds the Company’s, or otherwise support the Company in a way or form to which 

GenRe has given its prior written consent.  The sum of all co-surety supported bond penalties 

outstanding at any one time shall not exceed $5,000,000 in the aggregate, and the sum of the cost 

to complete for contract surety bonds plus the bond penalties for commercial bonds shall not 

exceed $5,000,000 in the aggregate unless agreed to in writing by GenRe. 

 GenRe grants authorized Company employees listed as custodians the power of attorney 

to sign bonds on GenRe’s behalf as its attorney-in-fact for the purpose of providing co-surety 

support to the Company. 

GenRe may immediately terminate or modify the Company’s authority to issue any 

reinsurer power of attorney.  The Company fully releases, indemnifies and holds harmless the 

reinsurer from and against any and all liability related to this agreement.   

 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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          2015        2016     2017     2018 
 
Bonds $      814,620 810,318 3,630,039 4,359,109 
Admitted assets 8,401,152 9,149,163 10,492,366 21,536,658 
Loss reserves 106,000 92,000 93,000 358,174 
Unearned Premium 1,074,563 970,715 1,064,148 4,704,010 
Total liabilities 3,499,794 2,779,395 2,489,303 6,565,781 
Capital and surplus 4,901,358 6,369,768 8,003,063 14,970,877 
Premiums earned 2,585,128 2,245,810 2,051,338 3,184,312 
Net investment income 95,004 95,963 113,727 152,907 
Losses incurred 7,007 15,298 489 328,474 
Net income 437,230 319,218 157,231 (1,345,678) 
 
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, 2018.  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, 2018 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $  4,359,109  $  4,359,109 
Cash and short-term investments   15,697,026    15,697,026 
 
Subtotal, cash and invested assets $20,056,135  $20,056,135 
Investment income due and accrued 33,552  33,552 
Uncollected premiums and agents’  
    balances in the course of collection 1,639,518 $194,887 1,444,631 
Furniture and equipment 123,825 123,825 
Organizational costs 135,000 135,000 
Accounts receivable – Salvage/Subrogation 2,340  2,340 
Leasehold improvements 24,265 24,265  
Security deposits 4,864 4,864  
Prepaid expenses          15,975     15,975 _________ 
 __________  
 
Totals $22,035,474 $498,816 $21,536,658 
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Liabilities, Surplus, and Other Funds 
 
Losses $     358,174 
Loss adjustment expenses 2,340 
Commissions payable, contingent commissions,  
   and other similar charges 91,126 
Other expenses (excluding taxes, licenses and fees) 43,185 
Taxes, licenses and fees (excluding federal and foreign income taxes) 56,994 
Current federal and foreign income taxes 97,000 
Unearned premiums 4,704,010 
Advance premium 10,337 
Ceded reinsurance premiums payable (net of ceding commissions) 150,739 
Amounts withheld or retained by company for account of others 1,226 
Payable to parent, subsidiaries and affiliates 76,976 
Funds held as collateral        973,674 
 
Total liabilities $  6,565,781 
 
Common capital stock $  2,600,000 
Gross paid in and contributed surplus 11,300,000 
Unassigned funds (surplus) 1,175,132 
Less treasury stock, at cost        104,255 
 
Total capital and surplus $14,970,877 
 
Totals $21,536,658 
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STATEMENT OF INCOME – 2018  

Underwriting Income 
 
Premiums earned $   3,184,312 
 
Losses incurred      328,474 
Loss adjustment expenses incurred 9,793 
Other underwriting expenses incurred      4,344,630 
  
Total underwriting deductions $   4,682,897 
 
Net underwriting loss $ (1,498,585) 
 
Investment Income 
 
Net investment income earned $     152,091 
Net realized capital gain               816 
 
Net investment gain $     152,907 
 
Net income before federal income taxes $(1,345,678) 
  
Federal income taxes incurred                    _________  
 
Net income $(1,345,678) 
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CAPITAL AND SURPLUS ACCOUNT 
 
 2015 2016 2017 2018 

Capital and surplus, beginning $4,739,459 $4,901,358 $6,369,768 $   8,003,063 
 
Net income $   437,230 $   319,218 $   157,231 $ (1,345,678) 
Change in net unrealized 
  capital gains 1,738   
Change in nonadmitted assets   22,928        (808) (23,936) (186,508) 
Paid-in capital  1,100,000 
Paid-in surplus  150,000 1,500,000 8,500,000 
Dividends to stockholders    (299,997)    (100,000)                                     ____ 
  
Net change for the year $   161,899 $1,468,410 $1,633,295 $  6,967,814 
   
Capital and surplus, ending  $4,901,358 $6,369,768 $8,003,063 $14,970,877 

 Dividends to Stockholders in 2015 were rounded in the Annual Statement financial 

statements.  Actual dividends per the Annual Statement Notes to the Financial Statements were 

$300,000. 

EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $1,175,132, as reported in the Company's 

2018 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. 

COMMENTARY ON CURRENT EXAMINATION FINDINGS  

 Custodial Agreement 

The Company’s investments held at a brokerage firm are not covered by a custodial 

agreement to safeguard the invested assets in accordance with Nebraska Title 210, Chapter 81.  It 
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is recommended that the Company’s investments be covered by a custodial agreement to 

safeguard the invested assets in accordance with Nebraska Title 210, Chapter 81. 

 Annual Statement Disclosure 

The Company did not disclose amounts paid to or received from affiliates in Note 10 of 

the 2018 Annual Statement Notes to the Financial Statements or on Schedule Y, Part 2 in 

accordance with the NAIC Annual Statement Filing Instructions.  It is recommended that the 

Company disclose intercompany payments in accordance with the NAIC Annual Statement Filing 

Instructions. 

SUMMARY OF COMMENTS AND RECOMMENDATIONS 

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

examination: 

Custodial Agreement – It is recommended that the Company’s investments be covered 
by a custodial agreement to safeguard the invested assets in accordance with Nebraska 
Title 210, Chapter 81. 
 
Outstanding Shares of Common Stock - It is recommended that the Company report 
issued and outstanding shares of common stock correctly in the Annual Statement in 
accordance with the NAIC Annual Statement Filing Instructions. 

Shareholder Meetings - It is recommended that the Company hold the Shareholder 
meeting annually and document the Nebraska required activities, including the election of 
Directors, and any other activities in the meeting minutes. 

Appointment of Officers – It is recommended that the Company appoint Officers 
annually in accordance with its By-Laws. 

Annual Statement Disclosure – It is recommended that the Company include affiliated 
payment information in Note 10 and on Schedule Y, Part 2 of the Annual Statement.  The 
information should clearly identify the transactions with affiliates in accordance with the 
NAIC Annual Statement Filing Instructions. 
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