
DEPARTMENT OF INSURANCE, FINANCIAL
INSTITUTIONS AN]) PROFESSIONAL REGISTRATION

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

ORDER

After full consideration and review of the report of the financial examination of BMI Company,
Inc. for the period ended December 31, 2013, together with any written submissions or rebuttals
and any relevant portions of the examiner’s workpapers, I, Chiora Lindley-Myers, Director,
Missouri Department of Insurance, Financial Institutions and Professional Registration 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 my findings and conclusions.

Based on such findings and conclusions, I hereby ORDER BMI Company, Inc. to take the
following action or actions, which I consider 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.

ccxz

So ordered, signed and official seal affixed this 3)

‘C

day of July, 2019

I
‘1

Chlora Lindley-Myers, Director
Department of Insurance, Financial Institutions
and Professional Registration

S
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April 9, 2019
Billings. Missouri

Honor ble Cnlura Lindle\ -Nlvers. Director
Missouri lZepat1:flLnt of Insurance. Financial

II]stitLittons and Professional Registration
301 West High Street. Room 530
Jefferson City. Missouri 65102

Directrr Ltridle -Nivers:

In accordance with \uur examination ‘-‘arrant, a lull—scope exanunatiun has been made ot the
records. affairs and flnancial condition of

JIM! COMPANY. INC.

hereinafter relrred to tS sucit or as the - Company” or “R\lI. “The Compan\’s administrative oltice
is located at 1 IS SW. Highway 60 P.O. Box 40) Billings. Missouri 65610. telephone number i4l7)
744—27 I 7. This examination began on April 3. 10 9. was concluded on the above date and is
respect fu I y submi tied.

SCOPE OF EXAMINATION

Period Coicred

The prior ‘ui I—scope examination of the Company was made as of December 3 I , 20 I I and was
conducted h\ examiners from the \iiNsuuri Dcpaiiiiicat ui IrbLirancc. Tinaiicial IllsIiIutiuis Lilid
Professional Registration DIFH. The current full—scope exaiuination covers the period from
January 1 2012 through December 3 I . 101 7 and ‘-a also conducted by examiners from the F) 1FF.

This examination also inc ILidecI material transactions andot c’ ems occurring subsequent to the
exaniination date which are noted in this report.

Procedures

This examinatirin was ccmduetecl using the guidelines set forth in the Enancial Examiners Haadbooh
of the National Association of Insurance Commissioners (\AICL except where practices.
procedures and apphcahle regulations of the DIFP and statutes of the State of Missouri pre ailed.



HISTORY

General

The Company was origi intl lv organized on May 9. 189 I as Farmers Mutual Insurance Company
ot Billings. and was incorporated on August 5. I 970. The Company changed its name to Billings
Nluiual Insurance Company in 1991

On J anuary I , 2004. Farmers Mutual Fire and Lightning Insurance Association of Phelps County
merged into the Company. with the Company being the surviving entity. Effect ive January 1
2012. the Company entered into an assLimption agreement with North Central Mutual Insurance
Company ( \orth Central . Under the terms of the agreement, the Co:npan assumed all of the
liabilities and policies from North Central in exchange for all the assets of N orth Central. Effecti ‘e
January 31. 2(113. North Central was adintntstrativel dissolved as a corporate entity - Effective
July 1 . 20 12. Scott County Farmers Mutual insurance Company was merged into the Company’,
with the Company being the sLmrvi ving entity. Effect ive January 1 , 20 I 3. The Mutual Insurance
Company was merged into the Compan’. with the Company being the surviving entity. Effective
January I. 2013. The Missouri State Mutual Insurance Comnpan was merged into the Conmanv.
with the Company being the survi\ rig entity.

Effective March 16. 2017, the Company changed its name to BMI Company. Inc

The Comnoaav has a Cciii lmcale of Authority dated December 3 1. I 992. and i5 co ered by Sections
3813.20 I through 380.6 I I Re\ ised Statutes of NI i ssouri RSN to 1 (Extended Missouri Nlrmtual
Insurance (‘omnpaniesL the Conipany’s Certificate of Authont is renen ed annually.

i\ latia ge mcmii

In accordance with the Articles of Incorporation. the annual meeting of the Company’s members is
held on the second Thursday in February at the home office of the Company or at such other place
as may he designated by the Board of Directors. Special meetings of the members may he called by
the Board of Directors at any time and shall he cal led upon petition of one-fourth of the members.
Ten members shall constitute a quortnii at any membership meeting. Prosy voting is permitted.

The management of the Company is vested in the Board of Directors. who are elected fi’om the
general membership. The Board of Directors consists of nine members, serving staggered. three—
year terms. All directors must be policyholders of the Company’. The Board of Directors meets
appi’ovi matelv nine times per ear. and each director receives an annual retainer of S I 01)00 and
821)00 per meeting a:tended.



Members serving on the Board of Directors as of December31, 2017 were as follows:

<aine and AddiesN

Clutries Sniith Chic f E\ecuti e OfficeiiSecretar\. 20 16—20 19
Galena. Missouri B Nil

1—larold I-lodges Insrirance Agent 2016-2019
S pa MNsouri

Ron Welch Realtor 2016-2019
Rep:ihlic. N lissouri

Ron Edward In surance Agent 201 5—20 I $
Crane. Missouri

And\ Reavis Chief Oieratis Officer. BNII 2015-2018
Niarionville. Nlissouri

Beverly Moore Chief Financial Officer/Office 2015-2018
Cles er. N lissonri Manager. RN-Il

Connie Kenremer Retired 201 7—2020
Springfield. NI ssouri

A n(lrew Bo\\ I cs In surance Ae ni 21)1 7—2020
MUler, Missouri

Gary Howler Reured 2017-2020
S lie klan. N Ii our

The Board of Drectors appoints for a term of one ear, the officers of the Company. The o1 ficers
of the C’onipan serving at December 3 1 . 20 I 7 were as follows:

Harold Hochies President
Andrew Bowle% Vice—President
Charle5 Snii:h Secretary
Be eik Nloore Treasurer

Conflict of Interest

The Company has written conflict of interest procedures for the disclosure of material conflicts of
interest or affiliations by its directors and officers. The Company has its di rectors and officers sign
conflict of interest statements on an annual basi,.
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A review of the e\eeuted conflict ol interest statements was pertormed as part of this examination.
Three of the directors disclosed that they also serve as directors tor another Mis,.ouri Mutual
Insurance Company. Od Missouri Mutual Insurance Company ( O\1\l). Four of the directors are
agents ol the Coiupar. and/or other companies. Se\ en of the directors disclosed they are menihers
of Missotiri Insurance Services, [IC (MiS ). a service company that pr manly ads as a general agent
for the Company’s agency force to facilitate the writing of coverages not offered by the Company
through its reinsurer. MIS also pi’o ides off—site data storage for BMI and manages the out—sourcing
ol’ BM I adjusting services to other mutual Companies. No other sisni tkLlnt disclosures were noted.

Corporate Records

A review was made of the Ar ides of Incorporation and the Bylaws of the Company. The Articles
ol Incorporation were ametidecl March 16. 20 I 7 to ic fleet the change in name of the Company. No
changes were made to the Bvl aw s dtuing the exammanon periodi. Thc minutes o the membership
and the Board of Directors ineetiigs were reviewed for the period under exatmnation. The minutes
and records of the Company appear to properly reflect corporale transactions and events.

FIDELITY BOND ANt) OTHER INSURANCE

The Coniparv is a named insured on a fidelity bond providing a limit of liabiit of 5300.000. The
fidelity bond co’.erage of the Compan does not meet the illiniiuLim amount suggested in the
guidelines promulgated by the NA IC. which is 5350.000.

The CoinpLmv carries liability coerage for its directors and officers. The Company Litililes an
independent agency force LIiKI rejtn ‘es Its agents to carry errors and omissions insurance. The
(‘omptmv also carries business owner’s coverage on its home oI’fice and contents, as \\ elI as general

caii;t:ercial L,OItlla La•iii\. r:asuicss ,a’LllLpt’l. ciapici iciji JtLc.s aid vLLkcis
compensation co\ erages.

EMPLOYEE BENEFITS

The Con;partv had 34 full-time employees as of December 31. 2017. The benefits package offered
to the employees includes life and health insLiranee. SEP retirement plan with employer matching.
and paid time off.

INSURANCE PRODUCTS AND RELATED PRACTICES

Territon and Plan of Operations

The Company is F icensed by the DTFP LIs an Extended NI issouri Mutual Irsurance Company
operattng tinder Sections 380.201 through 380.611 RSNIo, (Extended NlissoLiri NILitual Insurance
Companies. The Company writes fire. wind, automobile, and I ability eoverages.

4



The Compan ‘S polices aic marketed by 238 independent agencies. Comm mssions are tiered based
upon prodL:et on lcx eis and policy type, and range from SR to I 7R of premin m wriUen.

Policy Forms and Underwriting Practices

The Company primarily utilizes AAIS policy forms. MAMIC and some custom polic forms are
also utilized. Pohcies are renewed annuall\ Rcneo al billings are mailed directl to the insured.
Property inspections and claims adi Listing are performed by Company nspecror!aduster. Ratc
are determined by the Board of Di rectors.

GROWTH AND LOSS EXPERIENCE OF THE COMPANY

Admired Qro’s Gross [nve1nlent Lnderw riting
Year Assets Liabilities Premiums Losses Income Income Income

2017 841.715.163 89,092.798 823,778 .584 810.517.486 8653.463 S ($2.966t 5501.090
2016 40677.219 8.561-295 22.097.908 5.459.505 578.548 4.720,943 3.609.870
2015 37,133.851 8.661.611 21.214.332 6.075.427 534,267 3.722.03.3 3.001.850
2014 33.991.731 8.457.425 21.371.309 8.375.565 524.995 3.289.443 2.695.859
2013 31.117.435 8,275.211 18.638.848 5.727.762 486.875 3,980.807 3,056.5 14
2012 18.557.601 6.739.976 13.718.276 5.267.993 355,497 (796.709) 68.638

At ear—end 2017 there were 22.181 policies in Force.

REINS U R k N ( F

Getie ra 1

The Company’s reinsurance premium actis ity on a directwritten. assumed and ceded basis for the
period uncle r examination is shown be low:

2017 2016 2015 2014 2013 2012
Direct 521.082,401 819.514.116 818,661.214 818.810337 517,871.995 813.718.276
Assumed 32,446 34,234 32.429 34.618 32.174 0
Ceded 3.482.522 3.015.760 2.892.830 2.956.924 2.822.108 3,609.843
Net Sl 2,325 816.532,590 815.800.813 SI 5.888.451 815.082.061 810,108.433

‘l



Assumed

N lAM IC Mutual insurance Company (N IA N I IC) issues direct policies to insure agents errors and
omissions liahilil and directors’ and olticers’ liability its lou various mutual insurance
conipames. mci tiding the C’ompan\ All of the policy risks insured by N TAXI IC for these iwo
products are pooled and ceded to participating mutual insurance companies. The Company has a
(-{i share in the interests and liabilities of the pooi.

(ed ed

The Company s reinsurance program is broke red through Guy Carpenter with numerous
subscribing reinsurers ( reinsurers) that agree to share a portion of the interest and liabilities of each
contract.

The Company has a Property Per Risk Excess of Loss ReinsLIrance Contract under whch the
reinsurers are liable for the ultimate net loss over arid above a retention of SI 25.000 subject to a
limit of 5875.000 each loss, each risk and 51.750,00 each occurrence.

The Company has an Unlimited Agregatc Excess of Loss Reinsurance Contract under which the
reinsurer’ are liable icr lot)’ of the ultimate net loss over and ahoe an initial ultiniate net loss of
oo of gross carried prem cmi.

The Company has a Casuihiv Quota Share Reinsurance Contract under which the Company cedes
I 009 of all casualty business to the reinsurers subject to a S I .000.000 Ii mit.

TNe Company has a Peisoal AuioniohHc Quota Share Reinstirance Contract under which the
(‘onipan cedes 75’ ot automobile physical damage and auomot’ile liabili:v to the rcinsuiers
.tibjcc to a iiaiit c[575.00(i eaji loss, cachi l)oitc.

The Conipany has ati Umbrella Facultative Rcinsurancc Contract under which the Company cecles
a Osci share of up to S I .000.000 of ulti nate net loss, each occurrence, each policy for personal
and farm I lahi lit policies. Lie rei nsLirers are also liable m respect of each loss occurrence, each
policy for the ultimate net loss over and above an initial ultimate net loss of S I .000.000 each loss
occurrence. each policy subject to an additional limit of liability to the reinsurel’s of up to I 00 of
SI .000,000 each loss occurrence, each policy.

The Conipanv has a Property Facultative Reinsurance Contract under which the Conipan V’s
surplus I iahilit on risks ma he ceded to die rei nsurers stibject to a mini mum net retentton of
5375.000.

The Company is contingently liable for all reinsurance losses ceded to others. This contingent
liability would become an actual liability in the event that any assuming reinsurer should fail to
perform its oh Ii gat ions under its ‘ci nsurance agreement with the Compan v

6



ACCOUNTS AND RECORDS

The accounting ieeoicls are maintained by the Coiiipanv on an accrual basis. The Company utilizes
Rural Computer COllstIltafltN. IIW. accounting and p01 icy nlai titenance software. The CPA firm ol
Nlarherr\ & Fade. PC. of Columbia. Niissouri pertbrms an anhlua] audit of the Companvs
tinancial statenlents and pepares the annual statement and ta\ filings.

FINANCIAL STATEMENTS

The tollowing financial statements, with supporting exhibits, present the financial condition of the
Conlpany for the period ending December 3 1 201 7, and the results ol operations for the ear then
ended. Any examination adiastmcnts to the amounts reported in the Annual Statement and/or
comment> regard ng such are made in the ‘‘Notes to tile Financial Statements.’ which follow the
Fiaancial StatementN. (Tile fttilure of an’ column of numbers to add to it> respective totai is dtte to
rouildiilg or truncation).

1iiere may have heea di fference found in the course ol ths examination. which are not S1i0\\ Il in
the ‘‘Notes to tile Financial Stateilients,’’ These differences were determined to be illmaterial.
concerning their effect on the hnancial statetllents. -i heretoie. the sere coinnuinicated to tile
Company and noted in tile workpLtpe is for each intl iv dual ann uai statenle ill item.



AS S ETS
I)ecember 31, 2017

Bonds S 11.390845

SteeRs 1,500

NI LItLULI Funds 2.108.645

Real Estate 673.995

Cash on Deposit 26.755,038

Other Investments 358.930

Premiums Uncollected 23

Computer Equipment 43.291

Federal Income ‘I axes Recoverable 257.486

Pre paid Insurance 6 I 1 57

Note Receivable 22,714

Vehicles 141.539

Total Assets S -ii7tS.
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EIABILfl’IIZS. SURPLUS AND OTHER FUNDS
December 31, 2017

Losses & LAE Unpaid S 794,296

Ceded Re i TisLtrance Pmab Ic [00.069

Unearned Premium 7,951,387

Accounts Pyahie to Aeni’. 52,760

Employee SEP Payable 54.948

OuLstand ing Checks Li aN I iiv Pie in mum 6.268

Accrued Pi-en’iiuiu Ta\ Payable 33.070

Toial Liabilities S 9.092.798

Guaranty Fund S 1.750.000

Oilier Surplus 30872.365

Toial Surplus 32.622.365

Total liabilines and Surplus S 412L5Jt
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STATEMENT OF INCOME
For the Year Ending December 31, 2017

Net Pie in in ms Earned S 17.254 .(OS

other lnsrnancc Income 166.234

Net Losses & Loss Adjusting Expenses Incurred I 0.346.967

Other LInder\vritiug E’cpc tse’ I rtcurred

Net nderwrinng Income I Loss) S c2.966i

Net In estment Income 653.463

Otoer Ineoine 113.396

(iroNs Profit (Loss S c83.b93

Federal Income Tax 182.803

Net Income (Lo’s) _0LP9Q

CAPIT.-L AND SURPLUS ACCOUNT
December 31. 2017

Policyholders Surplus. December 31. 2016 S 32.115324

Net I neL’ me (Lt so: .090

Mu ILlal ELI nds Market 0 er Cost 5.55 1

Policyholders’ Surplus. December 31. 2017 S 32,622.365

10



NOTES TO THE FINANCIAL STATEMENTS

None.

EXAMINATION CHANGES

None.

SUMMARY OF RECOMMENDATIONS

Fidelilv Bond (Page 4)

It is recommended the Company increase its fidelity bond coverage to a minimum of S350,000, in
accordance with the NAIC guidelines.

SUBSEQUENT EVENTS

As indicated in the Conflict of Interest section of this i-eporl. three of the Company’s current
directors are also directors of 0MM. On July 24. 2018. the Company and 0MM signed a
Memorandum of Understanding to document the relationship between the two companies,
inc’uding the possibility of sharing resources in the future.

On December 30, 2018, the Company issued a surplus note in the amount of $2,000,000 to Barton
Mutual Insurance Company. The note has a stated interest rate of 6.25%. Interest payments are
to be madc semi—annually on July 1 and January 1 of each ycar commencing July 1, 2019. The
principal amount of the note is due and payable on December 2022 with four scheduled payments
in the amount of S500.000 due on December 31S of each year commencing with December 31,
2019. Payments of interest and principal are subject to review and approval by the DIFP.

11



ACKNOWLEDGMENT

The assistance and cooperation extended by the employees of BMI Company, Tnc. during the course
of this examination is hereby acknowledged and appreciated. In addition to the undersigned. Lisa
Li. CFE. CPA. examiner for the DIFP also participated in this examination.

VERIFICATION

State of Missouri )
)

County of Greene

I. Mark Nanee on my oath swear that to the best of my knowledge and belief the above examination
report is true and accurate and is comprised of only the thcts appearing upon the hooks, records or
othcr documents of the company. its agents or other persons examined or as ascertained from the
testimony of its officers or agents or other persons examined concerning its affairs and such
conclusions and recommendations as the examiners find reasonably warranted from the facts.

Mark Nancc. CFE. CPA
Senior Examiner—In—Charge
Missouri Department of Insurance Financial

Institutions and Professional Registration

Sworn to and subscribed before me this

________

day of i I ct u 2019.
J

Mv commission expires:

__ __

Notary Public

LOREE 6 LINES
Notary Public Notary Seal

State of Missouri, Greene County
Commissions 15181667

My Commission Expires Nov 27, 2019
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SUPERVISION

The examination process has been monitored and supervised by the undersigned. The examination
report and supporting vorkpapers have been reviewed and approved. Compliance with NAIC
procedures and guidelines as contained in the Financial Condition Examiners Handbook has been
confinned.

—?

Levi Nwasoria, CFE, CPA
Audit Manager — Kansas City
Missouri Department of Insurance Financial

Institutions and Professional Registration

I,
13


