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

ORDER

After full consideration and review of the report of the financial examination of Vanliner
Insurance Company for the period ended December 31, 2016, together with any written
submissions or rebuttals and any relevant portions of the examiners workpapers, I, Chlora
Lindley-Myers, Director of the Missouri Department of Insurance, Financial Institutions
and Professional Registration pursuant to section 374.205.3(3)(a), RSMo, adopt such
examination report. After my consideration and review of such report, workpapers, and
written submissions or rebuttals, I hereby incorporate by reference and deem the following
parts of such report to be my findings and conclusions to accompany this order pursuant to
section 374.205.3(4), RSMo: summary of significant findings, subsequent events, company
history, management and control, territory and plan of operation, reinsurance. financial
statements, comments on financial statements, and general comments and/or
recommendations.

Based on such findings and conclusions, I hereby ORDER that the report of the financial
examination of Vanliner Insurance Company as of December 31, 2016 he and is hereby
ADOPTED as filed and for Vanliner 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 by such report: (1) account for its financial condition and affairs
in a manner consistent with the Director’s findin2s and conclusions.

So ordered, signed and official seal af’fixed this id/day of /tpkh{. 2018.

.qocccfl

DEPARTMENT OF iNSURANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

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

a) Institutions
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Jefferson City. Missouri
July 23, 2018

Honorable Chlora Lindley-Mvers. Director
Missouri Department of Insurance. Financial Institutions

and Professional Registration
301 West High Street. Room 530
Jefferson City. Missouri 65101

Director Lindle -Myers:

In accordance with your financial exaillinLltiotl \ arrant. a LIII scope assocwtion financial
examination has been made of the records, affairs and financial condition of

Vanliner Insurance Conipanv

hereinalter referred to as \‘anliner’ or the ‘C’ompanv.’’ Its administrative office is located at One
Premier Dri se. Fenton. Missouri. 63026. telephone number 636) 660-9300. The exaini nation
began on January 16. 2018, and concluded on the above date.

SCOPE OF EXAMINATION

Period (:o’ered

We have performed a mu ti—state exLunination of Vanliner. The last examination was completed
as of December 3 I . 20 1 5. This examination covers the period of January I . 20 I 6. through
December 31. 2016. Tills examination ttlso included the material transactions or events occurring
subsequent to December 31, 2016.

Procedures

This examination was conducted using guidelines set forth in the Financial Condition Examiners
Handbook (Handbook) of the NAIC. except where practices. procedures and applicable
regtilations of the Department of Insttrance. Financial Instittitions and Professional Registration
‘‘Department’ or •DIFP or statutes of the state of Missouri prevailed. The Handbook requires

that we plan and perform the examination to evaluate the financial condition, assess corporate
go ernance, identify current and prospective risks of the company and evaluate svsteni controls
and procedures used to mitigate those risks. An examination also includes identifying and
evaluating significant risks that cotild cause an insurers surplLts to he materially misstated both
currently and prospect ‘ce ly.



anliner 12/31/2016 Exam

Vanliner is ultimately owned l00 by American Financial Group. Inc. AFG). This examination
Was coordiiated with the concurrent examinat ions of 28 other insurers within AFG that were
conducted by arious state insurance departments. The Ohio Department of Insurance ( ODI was
the lead state for the coordinated examinations. State insurance departments 1mm California.
Delaware. Florida. >e\v York. and Texas also participated iii the coordinated examinations for
instirers doinic i led n their respective states.

All accounts and activities of the Compan were considered in accordance with the risk-focused
examination process. This includes assessing significant esti mates made by management and
evaluating managements compliance with Statutory Accounting Principles. The exauiination
does not attest to the fair presentation of the financial statements included herein. If. during the
course of the examination an adjustment is identified, the impact of such adiustment is documented
separately following the Company’s financial statements. The following key activities ere

identified during the examination: Investments. Premiums. L’ndcrwrit ing. Claims FlandI ing.
Reser ing. Re]ated Party Transactions and Taxes.

This examinatton report includes significant findings of fact and general information about the
Company and its financial condition. There may he other items identified during the examination
that, due to their nature ( e.g.. subjective conclusions. proprietary in lhrmation. etc. . are not
inciuded within the examination report hut separately communicated to other regulators and/or the
Company.

The examiners relied upon documentation and testing related to several key activities that was
pros tIed b 11w Compan\ s independent auditor. Ernst & Young. LLP I E& Y . of Cleveland. ON o.
for its audit covering the period from Jantiar\ I 21)1 6. through December 3 1. 20 I 6.

SUMMARY OF SIGNIFICANT FINDINGS

There were no material adverse hndings. significant tion—cotupliance issues, or material changes
to the financial statements noted during the examination.

SUBSEQUENT EVENTS

The Company paid a SI 4.000.000 cash dividend to National Fnterstate Insurance Company in
20 I 7. There crc no other significant subsequent es ents noted from December 31 . 20 I 6 through
the date of this report.



Vanliner — 12/31/2016 Exam

COMPANY HISTORY

(;eiieral

Vanliner was originaIl incorporated as Great Southwest Fire hisuiance Company under the laws
ol the State ot Arizona on April I 6. I 953 and commenced business on April 1 - 1954. Un iGroLip.
Inc. purchased 1 ooc of’ the Company’s common stock on September 10. 1986 and the name was
changed to the current \anliner Insurance Company. Simultaneous \\ ith the purchase. UniGroup.
I ic. contributed the ownership of Vanliner common stock to its wholly owned subsidiary. Vanliner
Group. Inc. The Company redomici led from Arizona to Missouri in 2005.

National Interstate Insurance Company (NIll purchased l00 of Vanliner GroLip. Inc. and its
stibsidiaries including \‘anlineu. on July I. 2010. Vanliner Group. Inc. was dissoIed. effective
July 30. 20 13. and \anl iner became a direct subsidiary of NIIC. Employees of NI IC’ pert orm
various administrati\e functions or \‘anliner from the NTIC headquartem’s in Richfied. Ohio.
Vanliner employees localed in the St. Louis office perform underwriting. hilling and collection.
claims handling, and marketing functions.

Dividends and Capital Contributions

The CompanN did not make any di idend payments or mecei’.e any capital contributions during the
e samuination period.

Mergers and Acquisitions

An upstream parent ot \7anliner, Great American Insurance Ccmupany (GAIC). entered into an
agreement to purchase 49( of the common stock of National Interstate Corporation. on Jtmlv 25.
2016. National Interstate Corporainn N1C is the direct pireit of \IIC. The transaction closed
on November 10. 2016. This acquisition increased GAIC’s oss nership of National Interstate
Comporat ion I’m m 5 I i to I 00.

GAIC transferred the ownership of MC to AEG through a dividend on June 30. 2017. On that
same date. AEG contributed its ownership of N IC to a subsichary. Great American I bIding. Inc.

CORPORATE RECORDS

A re iew was made of the Articles of Incorporation and Bylaws for the examination period. There
were no amendments or restatements during the examination period.

The niintmtes of the Van iner Board of Directors’ nieetmngN. stockholder meetings. and AFG
committee meetings were revies ed for proper approval of corporate transact ions. In general. the
mu mnute appear to pm’operl reflect and approve the Company’s major transact ions and events for
the perioLl under cx am i nat ion.

3



MANAGEMENT AND CONTROl
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Corporate Governance

The management of the Company is vested in a Board ci Directors which are elected h> the
policyholders. The Company ‘s Bylaws spec jR that the Board of Di rectors slial I consist of a
minimum of nine amid a niaxirnumu of t\\ent\ —Five directors. The Board of Directors appointed and
serVing. as of Dec emher 3! 20 I 6. were as follows:

Name
Matthew I. Grimm
Arthur J. Gonzales
Julie A. S/lcGraw
A ntho n I Mercu rio

Da md \V. Michelson
Ci:r N. \londa

Jarne.A. ParkN

Terr\ E. Phdlips 2

Stephen E. \\‘mnhorn

Address

North Rovalton. ( )l—1

Richfield. OH

lIincklev. OH

Richfield. OH

1-1 udson. OH

Chagrin Fails, OH

Canton. ( )I I

Sagamore Hills. OH

Hudson. OH

Principal Occupation and Business ,-\ffiliation —

President. Vanlmner

Senior Vice President and General Counsel. MC
Vice President and Chic t Financial Officer. N IC
President and Chief E\ecutive Ofticcr. SIC
Retired former President and CEO. SIC,
Vice President and Chief ln\ estmnent ( )fficcr. SIC
Vice President and Chicf [nderv riting ( )fIicer. N IC
Senior \ ice President. SIC

Vice President of Claims, SIC

Resigned effective Fehruar\ I 6. 201 7 and replaced h\ George OSkuggen
2 Resigned effective May 15. 2017 and replaced by Scott F Noerr

Committees

the Bylaws ot \7anliner allow for the establishment of committees. hut none were active during
the examination period. However, the parent. American Financial Group. Inc. ( AFG ), has
committees that review and approve transactions that are applicable to all insurers in the National
Interstate Group. including VanI iner. The fol [owing committees of the AFG Board of Directors
were active, as of December 31 20 16: Audit Committee. Compensation Committee. Corporate
Go ernance Committee.

4



Officers

\anliner — 12/31/2016 Exam

The officers elected by the
folio w s:

Board of Directors and serving, as of December 31, 2016. were as

Oft ice
Matthew .1 - Grimm
Anthony J. Mere u rio
Arthur J. Gonzales
Julie A. McGraw
Gary N. Monda
Stephen E. Winborn
Anthony D. Brown
Scott E. Noerr
Keith R. Boyle
Michael D. Lucas
Cull ccii F. S heplie id

of H u man Resources
and Chief In formation Officer
President
President
President

Holding Company, Subsidiaries and Affiliates

Vanliner is included in the National Interstate GroLip (Group) that includes the
insurance companies: National Interstate Insurance Company, National Inte
Company of Hawaii (NIIC—l—Iawaii). and Triumphe Casualty Company (TCC).
subgroup within American Financial Group. Inc. AFG is a publicly traded co
ultimate controlhng entit of \anliner. AFGs insurance operations include an
and a Propert and (‘asualtv Group. which includes the National Interstate Group.

Belos is a description of insurers and other entities within AEG that have significant transactions
with \‘anliner:

• Great American Insurance Company — An Ohio domiciled insurer that owns
approximately 30 property and casualty insurance companies. including the four insurers
in National Interstate Group.

• National Interstate Corporation — A holding company for National Interstate Group.
This entity as a publicly traded company until it became a lOOQ subsidiary of GAIC in
November 2016. as explained in the Mergers and Acquisitions section of this report.

Position

________

President
Executive Vice President
Senior \‘ice President. General Counsel and Seuetar\
Vice President. Chief Financial Officer and Treasurer
V ice President, Chief Investment Officer and Asst. 1reastirer
Vice President
Vice President
Vice President
Assistant Vice
:\ssistant Vice
Assistant Vice

Resigned eftecimse \laivh I. 2017

The Company is a member of
382.0 ID. RSNIo (D-eOnitionsi.
was filed by the pare it. Great A
insurers [or onl year (2(16) of

wi Insurance 1—loldine Company System as dcl ned by Section
An Insurance Holding Company System Registration Statement
merican Insurance Company, on behalf of \7anliner and affiliated
the examimiation period.

Following other
state Insurance
The Group a
mpanv and the
Annuity Group
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• National Enterstate Insurance Company — NIlE is an Ohio domiciled insurer that
diiectl OWnS l0Q ot Vanliner. NIIC specializes in insurance for various transportation
related industries.

• Hudson Indemnity, J Ad — A Ca man Is1 ands reinsurer that s utilized [or \.anl i ncr and
>J]C polic\holders that participate in a captive instirance program.

• American Nloney Management Corporalion (ANINIC — A subsidiary of AFG thai
manages the investment portfolio of Van] mner and other AFG insurerN.

Organizational Chart

Is the organi,ational
Deccmubem 31. 2016.

chart of \anlmner’s parent companies and select affiliajes. as of

American Financial Group. Inc. (Ohio)

Great American Insurance Company
(Ohio) #

American Nione
Ni a ii age me ni

Cnr1,raimon ( ( )hiu)

t’s’ational Interstate Corporation (Ohio)

izlntlsuii tnclcnimiit\
tact.

Ca iran Islands

# Eftcctis e iune 30, 201 7. Great American [-laldi n. Inc. replaced GAIC as the I 00
parent of NIC through capital contribution and dividend tranNactions with AEG.

Na ti o ia I I nters late Insurance Con i pan

(Oh i I

i 0 nal Interstate
Instiramce (n1rnv

(It I—fa\\ au (( )hir_,

anliner Insurance
Conipan
(Missouri)

- Fri u ma phe
(‘as tm a It v

(unip;in I Ohio 1 ran sProm ectm Oil

Service Comnpa us
I \Iissouri
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Intercompany AreemenIs

The Compan\ s intercompany agreements that were in effect, as of December 31, 2016. and
subsequent periods are outlined below.

I. Type: Amended and Restated Cost Sharing Agreement

Affiliates: American Financial Group. inc. and various other aftiliLites

Effective: January I, 2017

Terms: The following services are performed between the participating parties to the
agreement: printin. copying, telecommunications, purebasine. personnel, data
processing. administrative, legal. financial. and other services. Each patty
receiving services pays the party providing ser\ ices on a cost basis, Allocations
of costs are based upon current statutory accounting practices and procedures.
Statements of services provided are to he provided on at least a quarterly basis and
payments are clue within 30 days of the date of the statements.

2. Type: Tax Allocation Agreenient

Affiliates: American Financial Group. Inc. and ‘ arious other affiliates

Effective: December 31. 2005 ( Vanliner added as a party on November II, 2016)

Terms: AECi files a consolidated federal income tax return on behalf ot itself and its
subsidiaries. The tax liability for each affiliatc shall he the ratio that each entity’s
taxable income hears to the consolidated taxable incniue of the group. The
subsidiaries will pay their share of estimated tax payments to AFG ithin 3 days
prior to the daie that the consolidated paymetl is due to the Internal Revenue
Service. AFG will refund any amounts clue to the subsidiaries within 3 day s after
the refund is received or xvi II apply a credit towards the next tax pa’ment.

3. Type: C’Iairns Services Agreement

Affiliate: Great American Insurance (‘ompan

Effective: January 6, 2014

Terms: GAIC provides claims adjusting and settlement services for Vanliner’s physical
damage claims for policies involving long hatil trucks and trailers, GA IC has
attthority to authorize repairs for any claims of S35.000 or less. GAIC provides
reserve recommendations for each claim and provides a monthly report of claims
aetivit\ . The Company pav fixed fees to GAIC for each tractor and trailer
involx ccl in a claim.

7



\‘anliner — 12/3112016 Exam

4. Type: Invest ment Management Agreement

Affiliates: American Money Management Corporation. NI IC. NI IC—Hawaii. ICC

Effective: October I. 20 2

Terms: AMMC is the appointed inxcsiment manager for Group ar.d pro ides investment
advisoR and management services. ANINIC executes secLirilies purchases and
sales that must be in compliance with the limitations and instructions set forth in
Schedule B of the agreement Each insurer in the Group pa s AMMC quarterly
fees based upon an annual rate 0. I 5k of the value of the portfolio balances under
management.

5. Type: .-\mended and Restated Pooling .\greenient

Affiliates: \11C. NIIC-Ha;vaii. TCC

Effective: J ri uar\ I . 20 I

Terms: Vanliner, NI IC—Hawaii and TCC cede 1 00 of direct and assumed written
premiums and 1 0(Y% of incurred direct and assumed losses and loss adjustment
expenses (LAE) to NI1C. Premiums and losses ceded to external reinsurers are
deducted be fore determini ui the amounts ceded to NI IC. The net premiums

ritten and net osses and LA E incurred by NI IC are combined with the business
assumed from Van liner. NI IC—Hawu i and TCC to determine the net pooled
business ‘or the GroLip. N I IC’ reiroeecle’ the pooled premiums, losses and [AL to
each entity based upon the following percentages: Vanliner — 267 NI IC-Hawaii
— 2c’ TCC

— 2c. NIIC retains the remaining 70% of pooled hLmsines. NIIC
provides dluarterls reports that show all pooling transactions.

6. Type: Management Agreement

Affiliate: National interstate In’urance Company

Effective: July 1. 2010

Ternis: NIJC Pro\ides the following services for VanI ncr: premium hilling and collection.
employee benefits. reinstmranee management. agency appointments and
terminations, commission payments. l[naneial reporting. aecoLmnting. income
taxes, at muarial. data processing. and other services. \!anliner reimburses N IIC on
a quarterly basis for tile direct and allocated expenses incurred actual cost basis)
in the provision of services.

8
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7. Type: Rein surance Allocation Agreement

Affiliates: NIIC. Nl!C-Hawah. ICC

Effective: July 1. 2010

Terms: this agreement is applicable to joint ret nsurance agreements nol lw tts o or

more nsurers of the Group. Rei nsurance premi a ins liom joint agreements are
allocated to each insurer based upon the proportionate share of each insurers
premium to the total premium’ subject to the reinsurance agreement. Reinsurance
recoveries are allocated based upon the proportion that each insurer’s loss hears to
the total loss for each occurrence.

8. Type: Cost Sharing Agreement

Affiliate: N [IC. NI IC—l-Ia’,vai i. TCC. and various other affiliates

Effective: September 8, 2003 \anhiner added as a part’, on July I , 20 10)
[Replaced by the Amended and Restated Cost Sharing Agreement. effective
January I. 2017. as described above. I

Terms: The following services are performed between the participating parties to the
agreement: printing, copying. telecommunications, purchasing. personnel, data
processing. admi ii ictrative. and other services. Each party receiving ser ices pays
the party providing services on a cost basis. Al locations of costs are based upon
current statutory ace ount I ng pact ices and procedures. Statements of services
pros ided are to he provided on at least a quarterly basis and payments are clue
within 30 clays of the date of the statements.

9. Type: Cash ‘Management Agreement

\ffiliates: National Interstate Corporation. \IIC. NIIC—Hawaii. TCC. and various other
affiliates

Effective: September 1. 2000 (Vanliner added as a party on July I, 2010

Terms: NIIC serves as the manager of a cashier account in which the other &trties to the
agreement may deposit funds. Each party has a separate receivable account from
NIIC that represents the amount ofetch party’s funds in the cashier account. NIIC
prox ides monthly statements that will shots the activity in each party s mccci vLthle
account. Balances in the receivable accounts are settled within 30 to 60 days Litter
the end of each quarter.

10. Type: Agency Agreement

Affiliate: TransProtection Service Company tTSC

Effective: January I. 1987

Terms: ISC is an agent for Vanliner that accepts proposals and issues contracts of
insurance for the lines of business specified in the Addendum to the agreement.
Vanliner pays TSC’ a commission equal to 55(7 of the net premiums received.

9
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In addiuon. The Company has se eral reinsurince agreements with Fludson Indemnity Limited (or
policyholders that use a captive insurance program. A separate agreement is executed for each
captive insurance entity that is established, which are described in the Reinsurance (Ceded) section
of this report.

Intercompany Payments

The foHos ing lahic sttmnariies the fees paid during the examination period, between \anliner
and affiliates, pursuant to intercompany agreements thai involve services proic1ecl.

Net Fees Paid
All iliate Aercement in 2016
GAlE’ Claims Services S 27.777
AM MC Investment Management 335.650
NIIC Managetuent 3.120.071
NIIC Cost Sharing 812.657
TSC Agency 1,925.771
TOTAL 56.22 L926

The Compan also had investment tranaetions with \IIC to acquire and sell bonds in the
examination period. The net considerLulon reeeived by Vanhner for all transactions Was
S8*t14.576 in 2016.

TERRITORY AND PLAN OF OPERATION

VanI iner is licensed as a properi and casuall v insurer liv the Nit ssouri E) IF P tinder Chapter 379
RS Mo (Insurance Other than [.i fe ). \anl iner is licensed and \vrite busine in all 50 states plus
the District of Columbia. The five states with the largest percentage of direct written business iii
2016 were as follows: California — 12.6, Missouri — 9.87E. illinois —8.1 . Florida — 6.4% . New
Jersey— 6,2C/, NIiC is also licensed and writes business in all 50 states. The percentage of 2016
direct writ ten premiums produced by each insurer of the Grotip was as tollows: Van! i ncr — 307
NIIC — 62 .1CC — 4’.. NIIC-Hawah — 4.

The Company has a niche business plan with products specializing in the moving and storage
indtistn\ . home deli\erv transportation. and coniniercial flectN. Vanliner’s operations compliment
the transportation related industries that are marketed by the parent. NIIC. and the two smaller
insurers in the Grotip. NIIC prodtiets ineltide the following transportation industries: trucking.
petroleum transportation. reftise collection. amhtilanees. commercial and tour buses, school buses.
tow trucks, and hea\ y construction vehicles.

I 0
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Vanliner and NIIC also have an Alternative Risk Transportation I ART) program. vluch are
policies deNigned as captive insu rance for Large policvholdcr. The pol icvholders in the ART
program retain a specdied amount of Losses. which can range from as lo as 550.000 per
occurrence ART policyholders also share n the profits that result from their own risks. The
altiliate. Hudson Indemnity. Ltd.. is the reinsurer utilized to facilitate the captive arrangement for
most ART policies.

‘l’he Company assumes 261% of all business written by the Group. pursuant to the Amended and
Restated Pooling Agreement. The major lines of business for \‘anliner and thc pooled Group.
based upon 20 I 6 written premiums. are listed in the table below,

Van Ii ncr 2016 Direct Group 20 I 6 Group
Direct Written c of Net Written 9 of

Line of Business Premiums Total Premiums Total
Workers’ Compensation Si 29.021.896 62.1 1% 5256.840,546 36.5%
Commercial Auto Liability 41.466.647 20.01% 275.824.165 39.2%
Other Liability - Occurrence 18.149.010 8 7C/c 61.532.460 8.7%
Auto Physical Damage 13.1 16.218 6.3% 86.1 19,764 12.2%
All Other 6.076.573 2.9% - 23.394,979 33%

5207.830.344 I O0.U 5703.711 .914 1011.0%

The Group e cI usivelv uses independent agents to prodttce business. There were 137 agencies
that had direct written pi’eniiuin for Vanliner in 2016. The aft’iliate. TransPiotcetion Service
Company. was the largest agency for VanI iner in 20) 6, accotint i ng for 22% of total direct business.
The largest non-attilialed agency produced I 2% of the Company’s direct written premiums in
20 16.

REINSURANCE

General

The Company 5 premiutu act i ti tv on a direct written. assu med and ceded basis. for the period
tinier examination, is detailed below:

2016

Direct Business 5 152.078.077
Asstimed — Affiliates 109,679.350
Asstimed — Non-affiliates 4,655,626
Ceded — Affiliates 1139,905.376)
Ceded— Non-affiliates 16.828.326)

Net Premiums Written 5!_09.679.351

II
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Assumed

The Company is included in an Amended and Restated Pooling Agreement vi th Ni IC. NI IC—
Hawaii, and ICC. which is described in the Intercompany Agreements section of this report. This
Agreement accounted for all assumed business from affiliates during the examination period.

\‘anIi ncr’s non—aihliated assu med buci ness is excl usivels from i in ountarv pools and associations.

Ceded

The Company cedes I 009 of net premiums. losses and LA E to NI IC. pursuant to the Amended
and Restated Pooling Agree ment.

The reinsLirance program with external reinsurers nvolves a combination of agreements that co cr
I \ pooled risks for all four insurers in the National Insurance Group ( Vanlincr. N(lC. NIlE’

Haaii. and TCCr 2 risks for the Group excluding Vanliner. and (3) risks for Vanliner direct
polices only. The allocation of premiums and Losses between affiliated insurers for joint
reinsuranee aerecinent’ are determined b the Reinsurance Allocation Areeiaent. which is

described in the I nIercompan Agreements secT ion of This report.

Coverage provided I roin significant external reinsurance agreements for Group pooled risks, as of
January 20 1 8 are su in in an ted below:

Re insurance
Risks Reeniion

________

Limit
Piupertv S 100.000 SI 5.000.000
Propen v Catastrophe 500.000 20,000.0( K)
Commercial Auto Liabi I it\ Primary A 500,000 500.000
Commercial Auto Liability — Excess “ I .000.000 6.000.000
Workers’ Compensation 250.000 55.000.000
Casualty (‘lash 2.000.000 20.000.000

A N]IC. SIIC—Han au and TCC onl
6tY quota share in primai’> laer 90’ quota share in excess aver

The Company has a reinsurance agreement applicable to Vanliner cargo risks only that reinsures
loocf of losses up to S60 million per risk in excess of a S500.000 retention per occurience.
Another agreement applicable only to Van! iner policies provides umbrella liability coverage. The
agreement provides quota share reinsurance for 95C/( of liability losses up to 55 million pcr
occurrence. The areement also reinsures I ()OQ of losses up to 55 mill ion per occurrence in excess
of the S5 million quota share layer.

12
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The I arget external reinsurer (in regards to ceded reserves for Van liner direct risks as General
Reinsurance Corporation \\ hich accounted 11w 45Z- of non—ait’i I iated ceded reserves, as ot
December 31. 20! 6. The largest external reinsurers for the pooled risks of NIlE \sere Swiss
Rei nsurancc America Corporation and N laiden Reinsurance Company, which accounted for 28
and I 4(4 respectivelN . of non-affihated ccdeo reserves, as of December 3! 2016.

The Company has several reinsurance agreements with the affi hate. Hudson Indemnity Ltd.
Hudson). pertaining to captive reinsurance arrangements for the ART Piockict. VanI iner cecles

losses to 1-ludson up to the level of each policyholders retention layer, which are specified in each
captive reinsurance agreement. Vanliner had C) active captis e reinsurance agreements with
Hudson that represented total ceded premium of 520 million in 20 I 6. The Company withholds
funds from Hudson. an unauthorized reinsurer, as collateral for ceded loss reserves.

The Company is contingently liable for all reinsurance Losses ceded to others. This connngent
liahilit would become an actual liability in the event that an assuming reinsurer fails to perform
its obligations under the reinsurance agreement.
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FINANCIAL STATEMENTS

The following financial ta1cmen1N are based on the statutory financial statements bled h the
Company ith the \its’ouri DIFP and preNeni the financial concliiion of VanlineF lnurance
Company for the period ending December 3]. 20 6. The accompanying Coniments on Finaneia
Statements’ section reflect any examinati on adjustments to the amounts reported in the 20 I 6
Annual Statement and should he considered an integral part of the financial statements.

There may have been additiona] differences found in the course of dii s examination, which are not
shown in the ‘foniinents on Financial Statenicnts” section. These differences were determined to

he immaterial in relation to the financial statements and therefore were only communicated to the
Company and noted in the worLpapers for each individual annual statement item.
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ASSETS
as of December 31, 2016

Non- Net
Admitted Admitted

.AN’ets AsseR ANsets

Bonds 5211 .705.207 S 0 5211.705.207

Preferred Stocks I 3.485.702 0 13,485.702

Common Stocks 13.434.881 0 13.434.881

Cash and Short-Term Investments 22.793.906 0 22,793.906

Other Invested Assets 18.547,159 0 18.547.159

Investment Income Due and Accrued 1.972.050 0 1.972.050

Uncollected Premiums and Agents Balances 15.792.763 246,869 15.545.894

Deferred Premiums 74,167,900 0 74.167.900

Accrued Retrospective Premiums 15.050.952 903.328 [4,117.624

:\mountN Reco craNe from Reinsurers 5.314.261 0 5314.26!

FundN Field B> Reinsured Companies 1.778.079 0 1.778.079

Net DeL’rred Tax Asset 8.284.729 0 8.284.729

EDP Equipment and Software 124.604 0 124.604

Furniture and Equipment 34.822 34.22 0

Receivable, from Parent. Sub.. Affiliates 2.995.228 0 2.995.228

Aggregate Write-In Assets 1.7-10.384 39,169 1,701,215

TOTAL ASSETS $-107.222.627 $I.224.18S $405.998.439
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LIABILITIES. SURPLUS AND OTHER FUNDS
as of December 31, 2016

Losses SI 32.256.487

Loss Adjustinen Expenses 25.703.141

Corn miss ions Payable 3.692.530

Other Expenses 5.020.318

Taxes. Licenses LilkI Fee> 1.3-19.327

Federal Income Taxes Payable 2.952.368

neained Premiums 53.423.554

Advance Premium 166.153

Ceded Rei nsurance Preini urns PaabIe 7,060, I 25

Funds Held Under Reinsuranee Treaties 29.105,989

A mounts Withheld or Retained by Company 4.525.973

Provision for Re insurance 1(13 .000

Pa able to Parent . Suh>idiaries and Aili I iates 292.904

TOTAL LIABILITIES $265,651,869

Common Capital Stock 3.000.000

Gross Paid In mid Contributed SrmrplLis 3.000.000

Unassigned Funds (Surplus) 133.346,571

Surplus as Regards Policyholders $140,346,571

TOTAL LIABILITIES AND SURPLUS $4flj99844fl
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STATEMENT OF INCOME
For the Year Ended L)ecemher 31, 2016

Premium Earned

DEDUCTIONS:

Losses Incurred

Loss Adjustment Expenses Incurred

Other Under riting Expenses Incurred

Total nderwri t i n DedLictions

Net Underwriting Cain

$110,741,859

67.601.688

10.148.204

31.389.594

SI 09,139.486

$ 1.602.373

Net Investment income Earned

Net Realized Capital Losses

Net Investment Cain

Other income

Federal Income Taxes I neuned

Net Income

10.008.417

(2.162.468)

$ 7,845,949

264.966)

4202.411

8 0. 9 3 9

RECONCILIATION OF SURPLUS
Changes from December 31, 2015 to December 31, 2016

Capital and Surplus. Deeemher 3 1 . 2015

Net Income

Change in Net I.’nrealized Gains ( LosNes)

Change in Net Deterred Income Tax

Change in N on —Adini tted Assets

Change in Provision for Reinsurance

Change in Capital and S Li rp los for the Year

Capital and Surplus. December 31. 2016

SI 30.795.778

4.9 SO .938

3943.516

1.514.607

(785.268)

(103.000)

S 9.550,793

S140.346.571
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COMMENTS ON FINANCIAL. STATEMENTS

None.

EXAMINATION CHAN(;ES

None.

GENERAL COMMENTS AND/OR RECOMMENDATIONS

None.
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ACKNOWLEDGMENT

The assistance and cooperation extended by the officers and the employees of Vanliner Insurance
Company during the course of this examination is hereby acknowLedged and appreciated.

VERIFICATION

State of Missouri

)
County of

I. Tim L. lunks. on my oath swear that to the best of nm knowledge and belief the above
examination report is true and acculate and is comprised of only facts appearing upon the books,
records or other documents of Vanliner Insurance 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.

L :tJL>
Tim L, Tunks%C PA. CFE
Examiner-In-Chargc
Missouri DIEP

Sworn to and subscribed before me this day of’V2OI8.

My commission expires: u
SUSAN M. GREfl4RRO

Notary Public - Notary SealState at Missouij County of Boone
Commission #12479801My Co nhis&on Expires Gd. 2.2020
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SUPERVISION

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

Michael Shadowens, CFE
Audit Manager
Missouri DIFP
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