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

ORDER

After full consideration and review of the report of the financial examination of Preferred Standard
Mutual Insurance Company for the period ended December 31, 2017, together with any written
submissions or rebuttals and any relevant portions of the examiner’s workpapers, I, Chlora 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 Preferred Standard Mutual Insurance Company
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: (1) 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.

2j
So ordered, signed and official seal affixed this 3/ day of July, 2019.

ht
Chlora Lindley-Myers, Diretor 7/
Department of Insurance, Financial I*titutions
and Professional Registration

DEPARTMENT OF INSURANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

I
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March 4, 2019
St. LOLTIS. MO

Honorable (‘hiora Lindlcv—Mvers. Director
Missouri DepLirtinent ol Insurance. Financial
Institutions and Protessional Registration
501 West High StreeL Room 530
Jefferson Cit\ Missoud 65101

Director Lindley-Myers:

In accordance with sour examination wtirrani. a hill—scope e\aii)ination has been made of the
records. atlairs and financial condition of

PREFERRED STANDARD MUTUAL INSURANCE COMPANY

hei’cinatter referred to as such, or as the Company.’ The Company’s administrative olkee is located
at csss Page Avenue. St. Louis, Missouri 63132. telephone number 314-371—6555. This
e’ainination began on October 25. 20! 5 and was concluded on the above date, and is respectl’ulIv
submitted.

SCOPE OF EXAMINATION

Pei’iod Covci’ecl

The p° lull—scope examination of the Compan\ \\ as made as oF December 3!. 2012. and was
conducted by examiners fittn the Nlissouil Dcpari:1e:t of lnsui ance. Financial l2siituiions and
Professional Registraiiomi tDIFP. The current full—scope examination co\ers the period from
i anuar\ I . 20 I 3. through December 3 I , 20 I 7, and was conducwd by examiners from the DIFP.

This cx am mat ion also i nd tided material transactions and/or events occLm ring subsequent to t lie
exammatmon date, which are noted ii this report.

Pm’ocedures

[lii’ examination was conoucted tising the guidelines set forth in the Financial Condition Lxamninc:s
Handbook of the National Association of Insurance Commissioners t NA IC’). except where practices.
proccchim’es and applicLtblc regulations of the DIEP and statutes of the State of NI issouri pm’evLtiled.



HIS1ORY

Gene ía I

The Company was originally organized and incorporated on November 1 3. I 952. as Preferred
Standard Mutual Insurance Company. On June 4. 997. the Coiiipany merged with Lincoln Fire
Insurance Compan . with the Compan\ being We surviving entity.

The Company has a Certificate of Authority originally dated April 1. 1985. The Company is
covered by Sections 380.201 through 380.6 I I RS Mo (Extended Ni issoun Mutual Insurance
Companies). The Company’s Certificate ol Authority is rencved annLially.

I\Ianagement

In accordance with the Articles of Incorporauon. the annual meeting of the Company’s members is
held on the third Monday in I anuat’y. Special meetings may he cal led hva majority vote of the Board
of Di rcctors at an v tine,

The management ol the Company is vested in the Board ot Dii’cctors. ho are elected horn the
general membership. The Board of Directors consists of five members that are elected annually. All
directors must he policyholders of the Company. The Board of Directors meet annuttlly and arc
compensated at an annual tale of 5200.

Members serving on the Board of Di rec:or>. as of December 3 I . 20 I 7. were as follows:

Name and Address Qggppjipi_

_______ ______

Term End Date

Scott Brandenburg Broker 2018
Q Fallon. MO

Tuesday Brandenburg Financial Adj ustmcnt Specialist 201 8
0 Eallon. MO

Ashley Brandenburg \lunaeer 2018
0 Fallon. MO

A cci a Brandenburg Manager 20 I 8
St. Louis. MO

Malanie Niillsap Retired 2018
Wildwood. MO



The Board ol Rectors appoints the officers of the Company for a term of one year. The officers of
the Company serving at December 3 I 201 7. were as to) lows:

Name Office

_________

Scott B raiidenhtirg President

Ashley B iandenhur& Vice—President
Ftiesdav Brandenburg Secretary / Treasurer

Conflict of Interest

The Company has writiemi conflict ot interest procedures for the rhseioure of material conl]icts of
interest or affiliations by Its directors and olticers. The Company has its directors and officers sign
conilict of nteret statcillents on an annual basis Completed conflict of interest statements were
reviewed dun ng the examination. A review of tile completed conflict of nuterest statemeilts noted
that Scott Brandenburg. tile Conupany’ s President. also serves as President of West End Insurance
Coiuuptn y. tile.. \vhi eh is tile Company’s managenleilt eoiflpany.

(_orporate Records

A review as made of tile Articles of incorporation and the B la\\ s of I lie Company. Tile
(‘oiuupan\ ‘s Board of Directors approved an amendment to the Aiticles ol incorporaiion on
Noveillher 25, 2013 to change the Company’s address to its current location in St. Louis. Missouri.

Tlue minutes of the iuueiiuhership arid the Board of Directors meetings were re mewed for the period
under examination. The minutes and records of the (‘ciinpanv appear to properly reflect corporate
transactions md events.

FIDELITY BON1) AND OTHER INSURANCE

The Company is a lamed insured on a fidelity bond providing a limit of liability of S25.000. The
fidelity bond coverage of the Company meets the m itiuutinu amount suggested in (lie guidelines
pronltdated by the > A IC.

The CoinpLuuv carries liability coverage for its directors and officers and errors and oillissions
coverage for its ageiltN. In addition, the CompailN ‘s sole agency carries errors and onlissions
insurance cove rage.
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EMPLOYEE BENEFITS

The Company has no employees. Employee services are provided under a management agreement
will, \Vest End Insurance Ariency. Inc. ( West End). Under the terms of the agreeniel-it. West End
provides management sen ices to the Coinpan>, including agency furce. claims payment and
administrajive functions. Compensation paid to West End equals 50R of monthly gross premiums.
or which 3(, is to represent agent commissions and 20 is to rept-esent the monthly management

lee. In addition. West End receives 50% of the annual nd undeivritiw ncome.

INSURANCE PRODL:CTS ANT) RELATED PRACTICES

l’errilon ancJ Plan of Operations

The Comoanv is Licensed by the DIFI’ as an Extended Missouri Mutual Insurance Company
operating under Sections 380.21)) through 380.611 RSNIo. i Extended Missouri Mutual Insurance
Companiesi. [he Compan is authorized to sxnte lire. v nd. and liability insuranec in all counties
in the Slate of Missouri. The Company’s policies are sold by West End Insurance Agency. Inc.
under a management aereenient (see the Employee Benefits section ot this report).

Policy Forms and Under’ riting J’ractices

The Company Litilizes an ISO policy form that provides residential contents coverage for The perils
of lire, burglary Ltnd earthquake. Policy limits range lron S 1.000 to S8.000. The policies are
renewed on a month lv basis. ,\djast i ne scrvlce.s are perlormcd 1w \\ est End Insurance ,\genc
Inc. under a management agreement (see the Employee Benefits section of this reporu. Rates are
deternimned by the Board of Dit-eciors. Inspections and adjusting ser ices are pros ded by \Vest
End.

GROWTH AND LOSS EXPERIENCE OF 1’HE COMPANY

Admitted Gross Gross Ii, vestment V ndcr\vriting Net
Year Assets Liabilities F’remnirn,is Losses Income Income Income
2017 S 315.021 S 277 8 11.944 S 0 S 1.026 S It).IOSt S 9.082)
2016 324.132 0( 13.56: 4.695 863 (10.906; t 10.043)
2015 334.501 326 15.1)62 0 863 (8.220) (7.357)
2014 342.012 480 17.883 0 909 (7.020) t6. Ill)
2013 348.201 558 I 8.789 200 1.849 2.892) (I .0-13)

1\t year—end 20 I 7, the Company reported thai 115 policies v crc in force.
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it was recommended in the previous exahllinations management letter to the Company. dated
August 20. 2013. ihat the Compan\ ‘tart de eloping a long—term busuless plan to address drastic
decreases ill its policyholder base and underwriting losses. POOr Iinanei [1 results continued dLlring
the current examination period. ith tile Company reporting underwritmg and net losses in each
ol tile live exami nation years. In 20 I 7. tile cost of reinsurance exceeded premi urn \VVI I ten (see ihe
Rd nsuranee — Generai section of this report). There is no evidence that the Comnpan \ has made
jlrogres towards deveiopi ng a iong—terill business pian that addresses tile coni inLied iosses.

REINSURANCE

(;eiiei’ai

Tile Cornpamlv .s \\ riltell premium acitvitv on a direct, assumed and ceded basis br the pcriod under
examination is shown helo\s

2013 2014 2015 2016 2017

Direct S I 8.759 S I 7.883 S 15.062 S 13.561 S ii fl44
Asst:med 0 0 0 0 0
Ceded (5.833) (12.500) (12.500) (12.500) fl,50pj
Net S 12.956 S5,3R3 &2562 51.061 S (556)

Assumed

The Company does not assinne aim rei nsu anee fronl other collipanies.

Ceded

The Compan\ cedes btmsi less to B\ II Company. Inc. tile Remnsureu through per risk excess of
ios and aggregate excess ol loss reinsuramlce agreements.

Under tile per risk excess of loss agreement, the Company retains S 1 .000 of losses per risk and tile
ReinsLmrer xvii I em er I 00 of losses up to 54,000 in excess of the Comnpan) ‘s retained amount.
The Reinsurer s coveraae is limited to 520.000 for any one occurrence that is i respective of the
lumber ot risks and type of propemly peril involved. In addition to their retention, the Company
has an annual deductible equal to tile first S 1.501) of losses and loss aditmstment expenses (hat votiid
oiherwise he reco\ erahie.

The aggregate excess of loss agreenleilt covers all of the Company’s policies classified as property
insurance. The Reinsurer pays i00 of tile losses in excess of the attaellnlent poini and the
reinsurance coverage is un limited. The attadllment pomilt for 20 I 7 was 550.000.



The Company is contingently liable for all reinsurance losses ceded to others. This contingent
liability would become an actual liability in the event that the Reinsurer should fail to perform its
obligations under its reinsurance Lutreement with the Company.

ACCOUNTS AND RECORDS

ihe accounting records are maintained by the Conpan\ on a cash basis. Robert LaHinger
completes the Conipan’[s Annual Statement and ptepares its taxes.

FINANCIAL STATEMENTS

he following financial statements. with supporting exhibits, present the linancia) condition ot the
Compaa for the period ending December 31 2W 7. and the ‘es ults of operatiotis for the year then
ended. Any exam i nat ion adjustments to the atuounts repotted in the Annual Statement and/or
comtuctils regarding such are tnade in the \otes to the Financial Statemetus.’’ s hieh tohlow the
Financial Statements. (The failure of any eoumn of nttinbers to add to its respective total is due to
rottnding or truncation.)

There may have been differences lound in the cotirse of tins examination, which are not shown ii

the \otes to the Finaticial Statements. These differetices were determined to be imnniatertal.
concerning their elieL t on the finanetal statements. Therefore. they s crc communicated to the
Comnpan\ and noted iii the \\orkpapers for each indi\ idual Antiuffi Statement item.
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ASSETS
December 31, 2017

Cash on Deposit S 297.291

Due horn Affiliate (Note I) 17,730

Total Assets S 315.021

LIABILITIES, SURPLUS AND OTHER FUNI)S
December 31, 2017

Lnearnecl Pie rn i urns 5 277

Total Liabilities S 277

Cu a ran v Eu nd S I 50,000

Other Surplus 164.744

Total Surplus 314.744

‘Fowl Liabilities and Surplus S 315.021
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STATEMENT OF INCOME
Thor the Year Eziding December 31. 2017

Net Premiums Earned S (527)

Other insurance Income 0

Net Losses & Loss AdJLlsting Expenses incurred 0

0lier U ndeiwri Ii ng Expenses Incurred (0.58 1)

Net Under\krililw lucoiiie (Loss) S (10.108)

Net In vest me lit Income I .026

Oilier I flCOiii C t)

(aross Ploi ii (Loss) S (9082)

Federal Income Ta’s 0

Net Income (Loss) S t9.0$2

RECONCILIATION OF SURPLUS
Changes from January 1, 2013 to December 31, 2017

($000’s omitted)

2013 2014 2015 2016 2017
Capital and Surplus. Beginning of Year 5349 5348 .5342 5334 24
Net Income

____

(1) t6)
— t7 lOt 9:

Capital and SulfIuN. End of Year
- 53-IS S342 -- 5334 5324 5315
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NO’FFS TO THE FINANCIAL STATENIENTS

Nole I Due From Affiliate so

The Company I isled an advance made 10 its manager. West End Insurance Agency. Inc.. as a S I 7.730
asset at December $1. 20] 7. The advance was made x ithout the approval of the Dtector and is not
an otherwise pemmnissmhle investment under Section 380.47 1 RS\io Approved Invest menis ).
Therefore, the balance of the advance was determined to he non—admissible.

EXAMINATION (‘HANGES

Su rpl us a’ reported by the Company at December 3 I . 20 I 7 S 3 I 4.744

increase Decrease

Due from A lii hate S 0 S ( I 7.730)

Net Change in Surplus (17.730)

Surplus icr examination at December 3 I . 20 I 7 5 297.014

SUBSEQUENT EVENTS

None.

SUMMARY OF RECOMMENDATIONS

Long-Term Business Plan (Page-fl

ft is recommended thai the Company Roard of L)irectois continue working towards developing a
long—term business plan to address the underwriting losses that occurred each \ear of the
examination period.

Advances to Affiliates (Page 9)

The Conmpail\ ad\ anced money to its manager. \\est End Insurance Agerc. Inc.. during the
e\ammatiotl period. This arrangement does rot comply with the permuiU investments outlined in
380.4 I 7 t Appro\ ed In\ estments ) or 20 CSR ZOO- I 2.020 1 Extended \ I issouri Mutual Companies’
Approed Investments). The Company should ensure this loan is immediately repaid in full and
such advances are not entered into in the future.
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ACKNOWLEDGMENT

The assistance and coopera:ion extended by Preferred Standard iuttial Insurance Company and its
management during the course of this examination is hereh’c acknowledged and appreciated.

Si ate of NI issouii

(‘ounty of Cole

VE[{IFICATI()N

1. Joshua R. Nash. on my oath swear that to the best of my knowledge and belief the above
examnialion report 1st rue and ace ui-ale and is comprised ot only the facts appearing upon the hooks.
records or other documents of the company. its agents or other persons exam i ned or as ascertained
from the testimony of its offieerc
cnnelttsions and recommendation

or agents or other persons exanuned coneernmg its affairs and such
s as the examiners find rctsonahly warranted from the facts.

Joshua k Nash. CPt\
ELnaneiLtl fx;mtomier
Missouri DIFP

LJL_d ivSworn to amid suhsemhed before me thk

\l comiimoissioa cxpmtes:

3,

Of1!j 2019.

j -

/1ia
i:

Notary Puhli*
HNLrnuCD8RT

W3O.2023
oG Corn

CoImTtsDfl #15634368



SUPERVISION

The examiflation process has been monitored and supervised hy the undersigned. The examination
report and supporting workpapers have heen itvieved and approved. Compliance with N AJC
procedures and guidelines as contained in the Financial Condition Examiners HandhooL has heen
eon [irnied.

NI ic had S liadowens. C FE
?iidii \1ana2er
Missouri DIEP
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