
DEPARTMENT OF INSUBANCE, FINANCIAL 
INSTITUTIONS AND PROFESSIONAL REGISTRATION 

P.O. Box 690, Jefferson City, Mo. 65102-0690 

RE: Examination Report of Caldwell County Mutual Insurance Company as of December 31, 
2011 

ORDER 

After full consideration and review of the report of the financial examination of Caldwell County 
Mutual Insurance Company for the period ended December 31, 2011 , together with any written 
submissions or rebuttals and any relevant portions of lhe examiner' s workpapers, I, John M. 
Huff, Director, M issouri Department of Insurance, Financial Institutions and Professional 
Registration pursuant to section 380.061, RSMo [if Part I], or 380.491. RSMo [if Part II], adopt 
such report. After my consideration and review of such report are incorporated by reference and 
deemed to be my findings and conclusions to accompany this order. 

Based on such findings and conclusions, I hereby ORDER Caldwell County Mutual Insurance 
Company to take the folJowing action or actions, which J consider necessary to cure any 
violation of law, regulation or prior order of the Director revealed in such report: (1) implement, 
and verify compliance with, each item mentioned in the General Comments and/or 
Recommendations, if any, section of such report; (2) account for its financial condition and 
affairs in a manner consistent ·with the Director·s findings and conclusions; and (3) submit a 
signed copy of the minutes of the meeting which reflect a corporate resolution to the effect the 
Examination Report has been reviewed and accepted. 

So ordered, signed and official seal affixed this 24 th day of September 2012. 

1?:~~.,_ 
John M. Huff, Director 
Department of lnsurance, Financial lnstirutions 
and Professional Registration 



REPORT OF THE 
FINANCIAL EX.~MINATlON OF 

CALDWELL COUNTY MUTUAL 
INSURANCE COMPANY 

ASOF 
DECEMBER 31, 2011 

STATE OF U SO RI 

DEPARTMENT OF IN S URAN CE, FINANCI AL INSTITUTIO 
AND PROFESSIO~AL REGI TRA TION 

JEFFERSON CCTY, MIS OURI 



TABLE OF CO~TE 'T 
Subject 

SALCTATlON 

SCOPE OF EXAMfl\ATJOl\: 
Period Co, ered 
Procedures 
Comments · Pre, ious Examination Repon 

HTSTORY: 
General 
Management 
Conflict of lnterest 
Corporate Records 

FIOELITY BOND AND OTHER INSURAl\CE 

EMPLOYEE BENEFJTS 

INSURANCE PRODUCTS AND RELA TED PRACTICES: 
Territol') and Pian of Operation 
Polic) Fonns & Cndemriting Pracuces 

GROWTH AND LOSS EXPERTENCE OF THE COMPANY 

RER-:SURANC E: 
General 
Assu med 
Ceded 

ACCOUNTS AND RECORDS 

FTNAI\CIAL TATE~1ENTS: 
Anat~ sis of Assets 
Liabilities. Surplus and Other Funds 
Srarement of lncome 
Cap i ta I and Surplus Account 

NOTES TO THE FTNANCIAL STATEMEl\TS 

EXAMfNATlON CHANGES 

GF"JERAL COM\1E T AND'OR RECO~IMEl\DATIO~S 

SUBSEQUE;\/T EVENTS 

ACKNO\VLEOG\.IE~ f. VCRIFICA TI0'-1 A, O UPERV1Sl0'-J 

2 
2 
3 
4 

4 

4 

4 
5 

5 

5 
5 
5 

6 

7 
7 
8 
8 

9 

9 

9 

9 

10 



Honorable John M. Huff. Oirector 
Missouri Department of Insurance, FinanciaJ 
lnstitutions and Professional Registration 
301 West High Street, Room 530 
Jefferson Cit) . l'v1issouri 65101 

Sir: 

August 3, 2012 
Kingston, Missouri 

In accordance v.ith your examioation warrant. a full-scope examination has been made of the 
records, affairs and financial condition of 

CALDWELL COUNTY MUTU AL INSURANCE COMP ~'IY 

hereinafter referred to as such, or as the "Company". The Company's adm.inistrative office is 
located at 96 Franklin Street (P.O. Box 55). Kingston. Missouri 64650, telephone number (816) 
586-3531. This examination began on July 30. 20 12, and was concluded on August 3, 2012, and is 
respectfully subrnitted. 

SCOPE OF EXAM1NATI0N 

Period Covered 

The prior full-scope examination of the Company was made as of Oecember 31, 2006, and was 
conducted by examiners frorn the State of Missouri. The current fuH-scope exarnination covers the 
period from January 1, 2007, through December 3 I. 2011, and was conducted by exarniners from 
the Missouri Department of lnsurance. Financial Institutions and ProfessionaJ Registratlon (DIFP). 

This examination also included material transactions and/or evems occurring subsequent to the 
examination date, .. ,.hich are noted in this report. 

Procedures 

Trus examination was conducted usmg the guidelines set forth in the FinanciaJ Examiners 
Handbook of the NacionaJ Association of l nsurance Commissioners (NAlC), except where 
practices, procedures and applicable regulations of the DIFP and stalutes of the State of Ntissouri 
prevailed. 

Comments-Previous Examination Report 

The comments, recommendations, and notes of the previous examination report dated December 
31. 2006, are listed below followed by the Company's response and the current examination 
findings regarding such comments, recomrnendations and notes. 



Fidelity Bond and Other Insarance 

Commem: lt is recommended the Company increase its fidelity bond coverage to a minimum of 
$75.000. 

Company Response: The Company's fidelity bond coverage has been increased to $75,000. 

Currem Finding · The Company increased its íidelit) bond co, erage to $75.000. 

HISTORY 

General 

The Company was originaJly established and incorporated on February 5. 1895. Tbe Company has 
a Certificate of Authorily dated December 20. 2002. and is covered by ections 380.~0l through 
380.611 RSMo (Extended ~1issouri Murual Insurance Companies). The Company's Certificate of 
Authority is renewed annually. 

Management 

ln accordance \\ÍŮ1 the Arricles of lncorporation. the annual meeting of the Company's members is 
held on the lhird Wednesday in Februaf) al the home office of the Company or at such place 
designated b) the Board of Directors. pecial meetings ma) be called by the Board of Directors at 
any time and shaJI be called upon petition of one-fourth of the members. Ten members shall 
constitute a quorum at an) membership meeůng. Proxy ,·oting is not permirted. 

The management of tbe Compan) is ,·csred in the Board of Directors elected from the general 
membership. The Board of Directors consists of nine member~ serving staggered. three-year 
terms. Ali directors must be policyholders of ů1e Company. The Board of Directors meets 
approximately every quarter. Direclors who are also agents of the Company receive $ I 00 per each 
meeting attended. while directors who are not also agents of the Company receiYe $200 per cach 
meeting anended. 

Members serving on the Board of Direclors as of December 3 I. 20 l l . were as fol lov,:s: 

l\ame and Address 
Kevin L. Stonum 
9335 Southwest Higbwa) I 16 
I athrop. ~1issouri 

James E. Ho,\.ell 
4663 Southwcst \1irabile Drhe 
Polo. 1issouri 

Occupation 
F anner/ Agent 

Fanner/ Agent 

Term 
2011-2014 

2011-2014 



Richard J. Lee 
408 North Ewing Street 
Hamilton. Missouri 

Christina A . Biggerstaff 
8440 Northwest Caldwell Road 
Kidder. ~1issouri 

Michael C. Strider 
P.O. Box 191 
Lathrop. Missouri 

James E. Houseworth 
17448 uv 232 
Chillicothe, Missouri 

Kipper J. Kleeman 
10715 Count) Road 160 
Braymer. Missouri 

Walter O. nyder 
3190 Nonhwest Kendall Road 
Hamilton. Missouri 

W. W. Beckett. Jr. 
1203 Park Avenue 
Cameron, Missouri 

Agent/Public 
Adminisrrator 

Postmistress/ Agent 

Bank Exccutive 

Retired 

F armerl Agent 

Farmer 

Businessman/Propane 
Company Employee 

2011 -2014 

20 10-20 13 

2010-20 13 

2010-2013 

2009-2012 

2009-2012 

2009-2012 

The Board of Directors appoints for a te rm of one year. the officers of the Compan). The officers 
of the Company serving at December 31, 2011. were as follows: 

Michael C. Strider 
Kipper J. Kleeman 
Gina K. Peoples 
James E. HoweU 

Conflict of Interest 

President 
Vice-President 
Secretary 
Trcasurer 

The Company has ,vritten conflict of interest procedures for the clisclosure of material conflicts of 
interest or affiliations by its directors and officers. The Company has its di rectors and officers sign 
confl ict of interest statements on an annual basis. It was disclosed as potential conflicts of interest 
in the statements thac five of the nine directors are also agems of the Company. 
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Corporate R ecords 

A re\·iew "as made of the A.rticles of Tncorporation and the Bylaws of tbe Compan). On JuJ) 16. 
2008. the Bylaws were amended to allow for the appointmem of an Assistant Treasurer. Toe 
Company is fol lowing tbe guidelines established in the Articles of Incorporation and Bylaws. 

The minutes of the membership and the Board of Directors' meeting were re, ie\,ved for che period 
under exarnination. The Board meeting minutes inclicate the Board is adequately informed of the 
Company's operations. The Board fonnally ack.nowledged the previous examination report at the 
October 11. 2006 meeting. Attendance at the Board and annual meeting ap_peared satisfactory. 
The rninutes and records of the Company appear to proper!) reflect the corporate transactions 
and events. 

FIDELITY BO~D AND OTHER l . L'RANCE 

The Company is a named insured on a fidelity bond providing a limit of liability of $75.000. The 
fidetity bond coverage of the Company meets the minimum amount suggested in the guidelines 
promulgated b) the )l"AfC, which is between $75.000 and Sl00.000 in coverage. 

The Compan) carries directors and officers liability co\ erage with an aggregate limit of 
$1,000,000 and a $5.000 deductible in aggregate fo r each clajm. Tbe Company requires its agenls 
to purchase their O\\n errors and omission coverage. 

The Company carries propeny insurance on its home office and contents, as well as business 
liability insurance. Tbe Company also carries workers' cornpensation coverage fo r tbeir 
employees. The insurance co\'erage appears adequate. 

EMPLOYEE BE1'"EFITS 

The Cornpany has two full-time employees and one part-time employee. Tbe employees are 
aUowed paid \ acaůon and sick leave. In addition. the Company contributes a percentage of each 
employee·s annual salary into a Simplified Emplo) ee Pension account on behalf of each employee. 
Thc Company appears to have reportcd adequate provisions for the benefits in the financial 
statements. 

TNSURANCEPROD CT A DRELATED PRACTICES 

Territon· aod Pian of Operation 

The Compan} is licensed by the DIFP as an Extended Missouri Mutual Company operating under 
Sections 380.201 through 380.611 RSMo. (Excended Missouri Mutual Insurance Comparues). TI1e 
Company is authorized to \.\.TÍte fire and wind insurance in all counties in the State of Missouri. The 
Company writes fire and \\,nd coYerages and markets liabilit) coverage t.hrough an organizational 
agreement \\ ith its reinsurer. The Company s policies are sold through 6 licensed agents. who 
receive a 15% commission. 
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Policv Forms and Undenvriting Practices 

The Company uses Grinnell Mutual Reinsurance Company policy forms. The policies are "vritten 
on a continuous period with rates determined by the Board of Directors. Renewal biJlings are 
mai led direclly to the insured. lnspections and adjusting oí claims are performed by ů1e agents and 
independent adjusters. 

GROWTH Al~D LO EXPERJENCE OF THE COMP ANY 

Admitted Gross Gross Losses lmestment Undem riting Net 
Assets Liabillties Assessments Incurred Income lncome lncome 

2011 $3,846.298 $633,71 0 $ I.I 24,563 $558,017 $51,913 (S9.516) $34.023 

2010 3.606.449 -131,082 1,106,998 898.609 58.517 48~248 99.985 
2009 3,501,137 425.926 1,080,5::!I 7-15.754 91.770 27.133 100.345 

2008 3391,730 4 16,9 12 1,091,919 658,351 128,785 65,683 161,502 

2007 3,2-10.275 426.778 I.I 08,716 383,161 143.203 286.3 13 396,995 

At year-end 2011. 1,396 policies were in force. 

REINSURANCE 

General 

The Company's reinsurance premium activity on a direct-written. assumed and ceded basis for 
the period under examination is sho\\n belov.: 

2007 2008 2009 2010 2011 
Direct $1, 108.7 16 $1.09 1.919 $1 .080,521 $ 1.106,998 $1.124.563 
Assumed o o o o o 
Ceded (292,157) (316,08 1) {273. t 50) (309.602) (272.6M) 
Net $8 16,559 $175,838 $_80Z137 t ~797,326 $8.51.899 

Assumed 

The Compan) does not reinsure other companies. 

Ceded 

The Company is reinsured by Grinnell Mutual Reinsurance Company (the reinsurer) under an 
indi\'idual occurrence of loss excess \Vith aggregate excess pian reinsurance agreement. 

The individua! occurrence of loss section of the agreement covers fire and wind risk.s. The 
Company retains $100.000 per occurrence and the reinsurer's limits are $1,000,000 for 
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commercial and public property, livestock. poultry and horse operations. fann outbuildings. and 
dwellings. Risks in excess of these limits may be ceded to the reinsurcr on a facultative basis per 
the agreement provisions. Rates and acceptabilil)' of risks ceded under the facultati\'e provisions 
are detennined b) the reinsurer on an individua! basis. The annual adjusted premium rate paid to 
the reinsurer for individua! occurrence of Ioss coverage in 2011 was $0.4111 fo r fire and $0.0537 
for wind per$ I ,000 of adjusted gross fire risks in force. 

The aggregate excess secůon of the agreement co\·ers fire and \vind risks. The Company's annual 
aggregate net retention. or attachmem point is based upon the Company's ten-year average fire 
loss ratio plus a load. which is mutuaUy agreed upon. The reinsurer is liable for 100% of losses in 
excess of this retention. The attachment point for 2011 was $546,888 and the annual premiwn 
paid was $0.5252 per $1 ,000 of adjusted gross fire risks in force. 

Tbe Company also bas an agency organizational agreement v. it.h the reinsurer. Under the terms 
of the agreemem. lhe Company markets liabilit) policies for the reinsurer and receives a 20% 
commission. 

The Company is contingently liable for a11 reinsurance losses ceded to others. This contingent 
liability would become an actual liability in the event thal any assuming reinsurer should fail to 
perform its obligations under its reinsurance agreement with the Company. 

ACCOUNTSANDRECORD 

Tbe accounůng records are maintained b) the Company on an accrual basis. Steven Grant, CPA. 
performs an annual audit of the financial statements and prepares the Company's Annual Statement 
and federal tax filings. 

FI ' NCIAL TA TEMENT 

The fo llowing financiaJ statements. \\ ith supporting exhibits. present the financial condition of the 
Company for the period ending December 31. 2011. and the results of operations for the year then 
ended. Any examination adjustmentS to the amounts reported in the A.nnual Statement andlor 
comrnents regarding such are made in the "Notes to the Financial Statements." which follow the 
financial statements. (The failure of any column of numbers to add to its respecti\'e total is due to 
rounding or truncation.) 

There may have been differences found in the course of this examination, which are not shov.n in 
the "Notes to the Financial Statements." These differences were determined to be irnrnaterial, 
conceming their effect on the financial statements. Tberefore, they were communicated to the 
Compan) and noted in lhe workpapers for each indh-idual annual statement item. 
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ANALYSY OF ASSET 
December 31, 2011 

Real Estate 

Cash on Deposit 

Prcmium/Assessments/Agenťs Balances Receivable 

Reinsurance Recoverable on Paid Losses 

Fedcral lncome Tax Recoverable 

lnterest Due & Accrued 

Prepaid f nsurance 

Commission Receivable 

Total Assets 

LIABILITIE , SURPLU AND OTHER FUNDS 
December 31, 2011 

Net Losses Unpaid 

Ceded Reinsurance Premium Payable 

Uneamed Premium 

Pa)TOII Tax Payable 

Commission PayabJe 

Total Liabilities 

Guaranty Fund 

Other Surplus 

Tota) Surplus 

TotaJ Liabilnies and Surplus 

7 

$ 72.270 

3.665.758 

1.849 

95.450 

341 

5.800 

3.125 

1,705 

$ 3,846,298 

$ 215.l 91 

21.353 

396,801 

217 

148 

----------
$ 633,710 

---------
$ 100,000 

3, 112,588 

- --------
3,212.588 

----·--------
s 3,846,298 



TATEl\lEt T OF ll'i"C01\1E 
For thc Year Ending December 31, 2011 

Net Premiurns Eamed 

Other Lnsurance Income 

Net Losses & Loss Adjustment Expenses lncurred 

Other UnderwTiting Expenses Incurred 

Net Underwriting [ncome (Loss) 

lnvestment 1ncome 

Gross Profil (Loss) 

Federal Income Tax 

Net lncome (Loss) 

CAPITAL AND GRPL ACCQV_IT 
December 31 , 2011 

Policyholders' Surplus. December 31. 20 JO 

Net Income (Loss) 

Change in on-Admirted Assets 

Policyholders' Surplus. December 31. 2011 

8 

S 860.412 

28.984 

(543.570) 

(355.342) 

$ (9,516) 

51,913 

S 42.397 

(8.374) 

$ 34,023 

$ 3.175.368 

34.023 

3,197 

$ 3.212.588 



NOTES TO THE FINA CIAL STATEMENT 

None. 

EXA 1L~A TION CHA1 GE 

None. 

GENERAL C0Ml\-1E1'1TS AND RECOM)1ENDA TIONS 

)fone. 

UB EQL"ENT EVENT 

No subsequenl events noled. 
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ACKNOWLEDGMENT 

Tbe assistance and cooperation exlended by the employees Caldwell County Mutual In urance 
Company duriag the course of this examination is hereby acknowledgcd and appreciated. 

VERJ.FICA TIOf\. 
State of Missouri ) 

) sr 
County of Cole ) 

[, Scort L. Rennick on my oath wear that to the best of my knowledge and belief the above 
examination report is trne and accurate and is comprised of only the facts appearing upon Lbe 
books. records or other documenrs of che company, irs agentS or other persons examined or as 
ascertained from the testimony of its officers or agents or other persoos examined concernfog its 
affairs and such conclusions and recommendations as the examiners find reasonably warranted 
from Lhe facts. " 

Scott L. Rerinick, CFE, MBA 
Financial Examiner 
Missouri DTFP 

Sworn to and subscribed before me Lhis / ~ 11\:.. day of ~~. 2012. 

My commission expires: 

SUPERVI ION 

The examination proce s has been monitored and supervi ed by the undersigned. The examination 
report and supponing workpapers have been reviewed and approved. Compliance wich NAIC 
procedures and guidelines as comained in che Financial Condition Examiners Handbook ha been 
confinned. 
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Mark Nance, CFE. CPA 
Audit Manager 
Missouri DIFP 
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