
DEPARTMENT OF COMMERCE & INSURANCE

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

ORDER

After full consideration and review of the report of the financial examination of Farmers Mutual
Reinsurance Company of Missouri for the period ended December 31, 20! 7, together with any
written submissions or rebuttals and any relevant portions of the examiner’s workpapers, I, Chiora
Lindley-Myers. Director, Missouri Department of Commerce and lnsuranc& pursuant to section
380.491, RSMo. adopt such report. The findings and conclusions of the report are incorporated by
reference herein and are deemed to be tny findings and conclusions.

Based on such findings and conclusions. I hereby’ ORDER Farmers Mutual Reinsurance Company
of Missouri to take the following action or actions, which Iconsider necessary to cure any violation
of law, regulation or prior order of the Director revealed in such report: (I) account for its financial
condition and affairs in a manner consistent with the Director’s findings and conclusions: and (2)
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 3b day of August. 20] 9

Chlora Lindley-Myers. Director
Department of Commerce and Insurance

Pursuant to Executive Order #19-02. effective August 28. 2019. the department name was changed from the
Department of Insurance. Financial Institutions and Professional Registration to We Department of Commerce and
Ins urmec.
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\Iarcli 19. 2019
New Florence, NI(S)

i—Ionorable Chiora Lindley—Myers. Director
MissoLiri Department of Insurance. Financial
Institutions arid Protèssional Registration

30] West High Street, Room 530
Je fferson City. Missouri 65 [0 I

Director Lindley-Mvers:

n accordance with your e’canIination varrant, a kill—scope e\cmanat]on has been nude of the
records. aftltirs and financial condition of

FARMERS MUTUAL. REINSURANCE COMPANY OF MISSOURI

hereinafter referred to as such, or as the ‘Company.’ The Compan’’s administrative office is located
at 733 l-lighwav J. New Florence. Missouri 63363. telephone nLrniher (573 564-2765. Th
e.\amninatiorl began on February 13. 2019 and as concluded on the above date, and is respectfu]l\
sub nut ted.

SCOPE OF EXAMiNATION

Period ün ereci

The prior ful —scope examination of the Compan was made as of December 3 I . 20 I 7. and was
conducted by eMiminerN froni the Nlissouri joreot uI lHUI,ULc. FiajociLl lns.;ua:;s and
Professional Regisi ration I DIFP The current lull—scope examuuinatiomu covers the period from
.Januorv [ . 20 13. through December 31 20 I 7 and was conducted h examiners trom the DEEP.

This examination also mel uded material transactions and/or events occurring subsequent to the
examination date. \khich are noted in this repor.

Procedures

This e mination was conducted using the guidelines set forth in the Financial Condition Examiners
Handbook of the National Association of Insurance Commissioners (NATE I. except where practices.
procedures and applicable regulations of the DIEP and statutes of the State of NI issouri prevailed.



HISTORY

(;eiieral

The Company was originally organized and incorporated on February 22. I 922. solely to provide
reinsurance to other Missouri mutual insurance companies. At one time. the Company reinsured
mole Wan i\t\ companies. A5 of December 31. 201 ‘1 die Company reinsured three companies.

The Company operales under Sections 38001 I through 380. I 5 I RS Mo. Missouri Mutual
Insurance Companies).

Managenieiit

In accordance with the ArticIe of Incorporitio:i. the annual meeting of the Conipln\ s members is
held on the Iburth Thursday in January. at a place selected by the Board of Directors Membership
consists of companies that have reinsurance contracts with the Company. Special meetings of the
members univ be called by the Board of Directors at any time. A maioritv of the Conan> s Board
of Di rectors is considered a quorum. Prox> voting is not addressed in the Articles of Incorporation.

The managenient of the Company is vested in the Board of Di rectors, which consists of ii lie
members that serve staggered three—year terms. All directors must be members of one of the
companies reinsared by the Company. The Board of Directors meets approciinatelv e\er quarter,
and cacti direc tor is compen sated 8250 per meeting at tended.

\ lenibers ser S ing on the Bo;uui of Di rectors, as of December 3 1, 20 i 7. \x crc as foIlovs:

Name__and .\ddrc>s lcj:a [md Date

lawrence Adams Earnier Mutual Insurance (if Pettis Court> 2020
Sniithton. MO

Leroy Cochran Farmers & Laborers \ lutual Insurance Company 202 I
Nliddletown. MO

N Id yin Eggerman Lutheran Fire and Lihtning Insurance Company 20 I 9
Lockwood. MO

Clel Fur:ielI Farmers Mutual Insurance of Pettis County 202 1
Sedalia. MO

John Hal Farmers & Laborers Mutual Insurance Company 2019
New Florence, MO



MarL Mclillin Lutheran Fire and Lightning Insurance C’ompaiiv 2020
\Ionett. )1O

Phi I Schad Lutheran H c and Lightning Insurance Company 2020
PLirdy. MO

MaiL Se\ ens Farmers & Laborers M [tWa! Insurance Company 2021)
Montgomery Cit. MO

James Stcx er Farmers Mutual Insurance ol Penis County 2020
Sedal a, MO

The Board of Directors appoinb the officers of the Company for a terlil of one \ear. The officers ol
the Company serving at December 3 I. 20 (7. were as lollows:

Name

______

Office

_____

Mark MeN liii in President

Gel! Fume!! Vice-President
John Hail Sccrciary I Treasurer

Conflict of Interest

The Company has written conflict of interest p.roee1ue’ for the discioNure of material conflicts of
interest o raffiliations by its directors and officers. The Cc’mnpan5 requires its directors and officer’
to sign conflict of interest statements on an annual basis. A review of the completed conflict of
interest statements noted no material conflicts disclosed.

Corporate Records

A review was made of the Articles of Incorporation and the Bylaws of the Company. The Articles
of! ncorporation and By! aws were not amended during the examination period.

The minutes of the membership and the Board of Directors meetings Were reviewed for the period
under examination. The minutes and iceords of the Company appear to properI reflect corporate
transactions and e cnts.

FIDELITY BONI) AND OTHER INSLRANCE

The Company is a named insured on a fidelity bond providing a limit of liability of 5250.000. The
Company also carries liability coverage for its directors and officers.



EMPLOYEE BENEFITS

The Compauy has one part—tune employee. The Compans does not provide any employee benehis
in addiiion to the emplo\ees salar

INSURANCE PRODUCTS AND RELATED PRACTICES

Territon and Plan of Operations

The Company is licensed by the DI FP as a Missouri Niutual Insurance Company operating under
Sections 380.01 through 380.151 RS\la I MissoLiri Mutual Insurance Companies). The Conipai’iv
operates as a reinsurer ° s risks for lie perils For three other Missouri Mutual Insurance
Companies. The Company’s territory includes any county in Missouri in which the cccli ng
corapan ies operate.

Polk Forms and Underwriting Practices

The Conipattv operates Linder ii’iclI\icluat reinscirance contracts s ith each oF the three mutual
insurance companies that it reinsures. Reinsurance ales and retentions are approved annuall3 by
the Board ol Directors, and reinsurance contracts are amended accordingly.

GROWTH AND LOSS EXPERIENCE OFT HE COMPANY

At year—end 2017, three assumed reinsurance contracts were in toree.

Adniittcd Gross Gross 1ncslinent Lildler\\ ritnig
Year Assets [iaN lilies Premiums Losses Income Income Income

2017 Sl.524,894 S 0 S 471,977 S 619.287 5 37.833 5 (94.688) 5 (56.835)
2016 1,581.729 0 533.252 33,769 37.193 98.715 I 35908
2015 1.44582 I 0 496.209 1.534.878 45.849 I 17.460) 400.650,
2014 1.800(22 0 457.808 678.425 33.778 t I 89.625) I 55.847
20 13 1,956.469 0 461.555 649.25(1 59.561 100.995, (41434)
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REINSURANCE

General

The Colnpan\ Written preiniLim acli\ltv on a direct, assumed and ceded hisi For the period under
examination is shown below:

2013 2014 2015 2016 2017
Direct S 0 S 0 S 0 S 0 S 0
Assumed 459.964 457,808 496.209 533.252 471.977
Ceded t3]3.408 (299.173) t307.500 367)00) 167,500)
Net S 14€556 S l58.65 S 188.709 _JkSJ54 S*iQL477

Assu mccl

The Compaiiv assumes bu’iness from threc Missouri \lu:ual Insurance Companies timier mdividual
per risk excess 0!’ loss with annLial aggregate limit contracts, which are summarized below.

The contract s oh Farmers’ & Laborers Mtitrial Insurance Company (FLM 1C co ens the peril of ii ic
onl FLN I IC retains 575.000 per risk and cedes the excess. Ii niuted t S I .000.000 per risk, to the
Compm. Under the agoregale excess provisions of the agreement, the CompanN is liable br losses
in excess of soc of FLMIC’s annual fire premium income. ii nited to Sl.000.000 per contract year.

The contract with Pettis Count\ Farmers Mutual Insurance Compan\ çP(i—\1) covers the peril ot
lire only. PLFM retains S50.000 per risk and ceucs the excess, limited to S L.000.OtiO per risk, to the
Company. Under the aggregate excess prox i sions of the agreement. the Company is liable for losses
in excess of 80C of PCFrM’s annual fire premium income, limited to S 1.000.000 per contract year.

The contract with Lutheran Fire and Lightning Insurance Company I .FLIC co\crs the peru ot fire
only. LFLIC retains 5-10.000 per risk and cedes (he excess, limited to Sl.000.000 per risk, to the
Company. Under the aggregate excess provisions of the agreement. the Company is liable for losses
in excess of 809k of LFLIC’s annual fire preini urn income, limited to S I .000,000 per contract ‘ear,

)



Ceded

Thc Company retrocedes business tllroLn!l1 a per ri’k excess of lOss and an aggregate excess of Loss
agreement. The Company has all ol its agreements through intermediary Gu\ Carpenier. The
reinsurers participating in these agreements and their share of the in crest and liabilities are as
follows:

Hannover ROck SE 7.0O
Swiss Re nsurance America Corporation 20.00
The Ioa Reinsurance Company of America 16 .50f
American Agricultural Insurance Company 18 50c/

Sc rk Ic \ In surance Compan v I 4.00
Employers Mutual Casualty Company I 5 .25
Farmers \lutual Hail Insurance Compan> of Iowa 875Q

Under the per risk excess of loss agreement. the Company retains the first SI 50.000 of losses and
the reinsurers combined Ii nuts are 5850000 per risk and S I 300.000 per loss occurrence The
annual premium paid to the reinsurers for the per risk excess of loss coxerage in 20! 7 was
5360.000.

Under the aregate excess of loss agreement. the Company retains the first 5400.000 of net losses.
The reinsurers are responsihle for 00 of losses exceeding the Comupamn ‘5 retention. The annual
premium pad to the reinsurers for the aggregate excess of loss coverage in 201 7 was 57.500.

The Company is contingendy liable for all reinsurance losses ceded to others. This contingent
liability would become an actual liability in the event that an assuluing reinsurer should fail to
perform its obligations tinder its reinstmrance agreement with the Company.

ACCOUNTS AND RECORDS

The accounting records are maintained manually by the Company on a modified cash basis. The
firm of Steven P. Thurmon. CPA. performs an annual audit of tire Company’s financial statements
and prepares the Annual Statement and tax filings.

6



FINANCIAl. STATEMENTS

The following financial stalements. with supporting exhibits, present the financial condition of the
Conipanv for the period ending December 3 1 201 7. and the results of operations for the year then
ended Any exaniination adjustments to the amounts reported iii the Annual Statement and/or
comments regardmn such are made in the Noles to the Financial Statements.” which tollos the
Financial Statements. (The failure of any column of numbers to add to its respectie total i due to
rounding or trLmneauon.

There may have been cli fferences found n the course of this cx animation, which are not shos n in
the Notes to the Financial Statements.” These cli fferenres were determi ned to he immaterial
concerning their effect on the financial statementN. Therefore, they s crc communicated to the
Company and noted in the workpapers for each individual Annual Statement item.

7



AS S ETS
December 31, 2017

Bonds S 454.256

Cash on Deposh 1070.638

Total Assets s 1,524.894

LIABILITIES, SURPLUS AND OTHER FUNDS
December 31, 2017

Total Liabilities 5 0

Guaranty Fund S 0

Other Surplus 1.524894

Total Surplus s 1.524.894

Total Liabilities and Surplus 5 1.524.894
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STATEMENT OF INCOME
For the Year Ending December 3!, 2017

Net Premium’ Earned S 11)1.477

Otter LnNurance tticonw 0

Net Losses & Loss Adjusting Expenses Incurred (163,933)

Other Underwriting Expenses Incurred (35,2 I 2)

Net Liuerwriting Income ( Loss I S (94.688

Net Investment Income 37.833

Other Income 0

Gross Profit (Loss) S (56.835)

Federal Income Fa\ 0

Net Income (Loss) S (56.835)

RECONCILIATION OF SURPLUS
Changes from ,Januari 1, 2013 to I)ecember 31. 2017

(S000’s omitted)

2013 2014 2015 2016 2017
Policyholder Surplus. Beginning of Year Sl.997 SI.956 SI.801 S [.446 S 1.582
Net Income (155) (355) [36 (57)
PoIiuholder Surplus, End of Year $1.956 $j,ft1 S1.446 $1,582 S1.525
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NOTES TO THE FINANCIAL STATEMENTS

None.

EXAMINATION CHANGES

None -

SUBSEQUENT EVENTS

None.

SUMMARY OF RECOMMENDATIONS

None.
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ACKNOWLFDG1\IENI’

The assistance and cooperaticil extended by the emplo\ee> ci Farmers Mutual Reinsurance
Conipany of Missouri during the course of tlii examination is hereby ack nowledged and
appreciated.

State of N’! issouri

County of Cole

V FRI FlU A TI ON

1. Joshua R. Na—h. on nix oath su ear that to the best ot my kno’a ledee and belief the above
examination report is true and accrirate and is comprised of only the facts appearing upon the hooks,
records or other documents of the conipan\ its agents or other persons examined or as ascertained
from the testilnon) ot its olticers or agents or other persons examined concerning its affairs and such
co:iclusions and recommendations as the examiners find reasonably warranted from the facts.

Joshua R. Nash. CPA
Fin:ncial Examiner

Missouri Department of insurance. Financial
Institutions and Prolessional Registration

Sworn to and subscribed bcore inc this

M commission expires:

VftftY :3 ROTh

HALEYI.UEB8ERT
My Conntssjon Exj*es

Mardi 30)2023
Osece Cou

Cntssion #15634366

5111
day of 2019.
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SUPERVISION

The examination process has been monitored and supervised 1w We undersigned. The e\aminat on
report and support [ng\v orkpapers have been revie\\ ed and approved. Coiiipl ance with 5 A IC
proL’er1uis and suidelines as contained in the Financial Condition E\aniners Handbook has been
confirmed.

-

SLh ie CL it Fr Re
Chief Financial E\aniner
NI issouri Department of Insurance, Financial
Institutions and Professional Registration
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