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STATE OF NORTH DAKOTA

INSURANCE DEPARTMENT

|, the undersigned, Commissioner of Insurance of the State of North Dakota do hereby certify that
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Hartland Mutual Insurance Company
Minot, North Dakota
as of December 31, 2022, with the original on file in this Department and that the same is a correct

transcript therefrom and of the whole of said original.
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, 2024.
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Minot, North Dakota
May 28, 2023

Honorable Jon Godfread
Commissioner of Insurance

North Dakota Insurance Department
600 East Boulevard Avenue, Dept. 401
Bismarck, ND 58505-0320

Dear Commissioner:

Pursuant to your instructions and statutory requirements, an examination has been made of the
books, records and financial condition of

Hartland Mutual Insurance Company
Minot, North Dakota

Hartland Mutual Insurance Company, hereinafter referred to as the (“Company”), was last
examined as of December 31, 2017, by the North Dakota Insurance Department hereinafter
referred to as the (“Department”).

SCOPE OF EXAMINATION

This examination was a risk focused financial condition examination conducted in accordance
with North Dakota Century Code (N.D.C.C.) § 26.1-03-19.3 and observed guidelines and
procedures contained in the National Association of Insurance Commissioners (“NAIC") Financial
Condition Examiners Handbook. The examination was conducted to determine the Company’s
financial condition, its compliance with statutes, and to review its corporate affairs and insurance
operations. The last examination covered the period of January 1, 2013 through December 31,
2017. This examination covers the period of January 1, 2018 through December 31, 2022,
including any material transactions and/or events occurring subsequent to the examination date
and noted during the course of this statutory examination.

The examination was conducted in accordance with examination policies and standards
established by the Department and procedures recommended by the NAIC. In accordance with
the NAIC Financial Condition Examiners Handbook, the examination was planned and performed
to evaluate the financial condition, assess corporate governance, identify current and prospective
risks of the Company, and evaluate system controls and procedures used to mitigate those risks.
The examination also included identifying and evaluating significant risks that could cause an
insurer’s surplus to be materially misstated both currently and prospectively.

All accounts and activities of the Company were considered in accordance with the risk-focused
examination process. This included assessing significant estimates made by management and
evaluating management's compliance with Statutory Accounting Principles.

The examination does not attest to the fair presentation of the financial statements included
herein. If, during the course of the examination an adjustment was identified, the impact of such
adjustment was documented separately following the Company’s financial statements.
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STATUS OF PRIOR EXAM FINDINGS

Our examination included a review to determine the current status of the seven exception
conditions commented upon in our preceding Report on Examination which covered the period
from January 1, 2013, to December 31, 2017. We determined that the Company had satisfactorily
addressed all prior exam findings.

SUMMARY OF SIGNIFICANT FINDINGS

There were no material adverse findings or material changes in the financial statements.

SUBSEQUENT EVENTS

No significant subsequent events were noted during the examination.

HISTORY

General

The Company was originally incorporated on July 1, 1905, as a county mutual insurance company
titted The Grant Farmers Mutual Fire and Lightning Insurance Company of Ward County. in 1987,
the Company and Kenmare Farmers Mutual Insurance Company merged and the name of
Company was changed to Grant-Kenmare Mutual Insurance Company.

At the annual meeting of the membership held on June 15, 1993, the name of the Company was
changed to Grant Mutual Insurance Company.

Effective January 30,,1998, the Company and Scandinavian Farmers Mutual Insurance Company
of Bottineau, North Dakota, combined to form a new company named Hartland Mutual Insurance
Company.

Effective March 29, 1999, James River Mutual Insurance Company, Jamestown, North Dakota,
merged into the Company.

Effective March 29, 2001, the Company reorganized under N.D.C.C. § 26.1-12 as an incorporated
mutual insurance company. The Company’s term of existence is perpetual and shall be for up to
a period of 30 years.



MANAGEMENT AND CONTROL

Subsidiaries and Affiliated Companies

The Company is the ultimate parent of three insurance agencies in North Dakota: Hartland
Agency Inc., James River Insurance Agency, Inc., and A & M Insurance Agency, Inc. All three
agencies are 100% owned by the Company. The corporate structure chart as of December 31,
2022 is shown below:

Hartland Mutual
Insurance Co.

Hartland Agency, Inc. James River Insurance A & M Insurance
100% Owned Agency, Inc. Agency, Inc.
100% Qwned 100% Qwned

Board of Directors

The Bylaws provide that the number of directors shall consist of a minimum of seven directors
and no more than nine directors. The Board of Directors are elected at the annual meeting of the
Company which is held on the third Tuesday of June of each year. The Board of Directors shall
meet immediately following each annual meeting to reorganize the Board and to elect officers for
the ensuing year. The Board of Directors shall also meet at least quarterly for regular meetings.

The minutes show that the annual meetings of the Board were held as required by the Bylaws.
In addition to the annual meetings, the Board held between five to six additional meetings in each
year during the examination period.

Directors serving the Company at December 31, 2022, were as follows:

Name and Address Business Affiliation

Gary Neshem Farmer
Berthold, North Dakota

William Riebe Retired Farmer
Pingree, North Dakota

John Drady Market President First International Bank & Trust
Minot, North Dakota

Wesley Hagen Retired Farmer
Berthold, North Dakota

William Fielhaber Chiropractor



Minot, North Dakota

Tom Philion President — Minot Builders
Minot, North Dakota

Garrick Johnson Auditor — First National Bank & Trust
Bottineau, North Dakota

Officers

According to the Bylaws, the Directors shall elect a Chairman of the Board, Vice-Chairman,
President (who is also the Chief Executive Officer of the Company), Secretary, and Treasurer.
Officers are elected annually at the organizational meeting of the Board of Directors by a majority
vote for a one year term or until their successor is elected and qualified. Officers serving at
December 31, 2022, were as follows:

Name Title

Tom Philion Chairman

William Fielhaber Vice Chairman

Lynn Frey CEO, President and Secretary-Treasurer

Committees

Audit Committee

During its June 17, 2014 meeting, the Board established an Audit Committee to meet with the
independent auditor after the completion of each annual audit. Members serving on this
Committee as of December 31, 2022 were as follows:

Tom Philion
Wesley Hagen
John Drady

Investment Commnittee

The Investment Committee directs Company investments in accordance with guidelines approved
by the Board. Communication among Committee members is exclusively electronic or concurrent
with full Board meetings and separate meetings are not held. Investment transactions are
approved by motions from Committee Directors during quarterly Board meetings. Those members
serving on this Committee as of December 31, 2022 were as follows:

Tom Philion
Willy Fielhaber
John Drady
Lynn Frey*
Miles Clauson*
Ryan Wetzel*



*Non-member ex officio.

Other Committees

The Chairman also annually appoints a Nominating Committee. The Nominating Committee is
composed of three Board members who submit the names of Directors up for re-election and
seek out policyholders to fill vacancies if necessary. The Nominating Committee held no formal
meetings outside of the full Board meetings during the exam period.

The Bylaws provide that the Chairman, President and Vice Chairman shall constitute an Executive
Committee with such powers as the Board may delegate. The Executive Committee did not meet
during the examination period.

CORPORATE RECORDS

Articles of Incorporation and Bylaws

The Company made no changes to its Articles of Incorporation or Bylaws during the period under
examination.

Board of Directors, Policyholders, and Committee Minutes

The minutes of the Board of Directors and policyholders meetings for the period under
examination were read.

The minutes of the various meetings indicate that full board meetings were well attended and
were held in compliance with the Bylaws, Articles of Incorporation, and statutory requirements.
The deliberations of the board were adequately documented and supported the Company's
transactions and events.

Conflict of Ihterest

The Company has an established procedure for the disclosure of potential conflicts of interest to
its Board of Directors of any material interest or affiliation on the part of its officers, directors or
key employees which is in or likely to conflict with the official duties of such person.

FIDELITY BOND AND OTHER INSURANCE

At December 31, 2022, the Company was protected against fraudulent or dishonest acts of its
employees by a fidelity bond. The bond insures the Company up to $150,000 which is in
compliance with the NAIC suggested minimum amount of fidelity insurance.

The Company has other types of coverage including Directors and Officers Liability and Property
which were considered adequate.



AFFILIATED COMPANIES

Hartland Agency, Inc.

Hartland Agency, Inc. (HAI) is an independent insurance agency which also represents the
Company as an agent. The Company formed HAI in 2001 to purchase the assets of Grant Agency.
The Company is the direct parent of HAI through its ownership of 1,000 shares of no par value
capital stock issued by HAI. At December 31, 2022, the Company's investment in HAI was valued
at $29,176.

James River Insurance Agency, Inc.

On January 13, 2007, the Company purchased all of the outstanding common stock of the James
River Insurance Agency, Inc. (James River) for $160,000. At December 31, 2022, the Company’s
investment in James River was valued at $13,243.

A&M Insurance Agency, Inc.

On December 30, 2008, A&M Insurance Agency, Inc. (A&M), a subsidiary of the Company,
purchased the assets of A&M Insurance, Inc. for $528,000. At December 31, 2022, the
Company’s investment in A&M was valued at $41,803.

INTERCOMPANY AGREEMENTS

Hartland Agency Administrative Services Agreement

On February 5, 2002, the Company and Hartland Agency, Inc. (HAI), a wholly owned subsidiary,
entered into an Administrative Services Agreement. The Company provides use of facilities along
with and management and sales related services for HAI which are billed quarterly to HAI based
on the Company'’s costs to provide those services.

The following is a list of transactions between the entities in 2022:

= Rent paid by HAI to the Company $6,000
= Management fees paid by HAI to the Company $15,912
= Dividends paid by HAI to the Company $25,000



James River Administrative Services Agreement

Effective February 13, 2007, the Company and James River Agency, Inc. (James River), a wholly
owned subsidiary, entered into an Administrative Services Agreement. The Company provides
use of facilities along with management and sales related services for James River, which are
billed quarterly to James River based on the Company’s costs to provide those services.

The following is a list of transactions between the entities in 2022:

* Rent paid by James River to the Company $9,600
= Management fees paid by James River to the Company $134,042
= Dividends paid by James River to the Company $0

A&M Insurance Agency Administrative Agreement

On June 15, 2010, the Company and A&M Insurance Agency, Inc. (A&M), a wholly owned
subsidiary, entered into an Administrative Service Agreement. The Company provides
management and sales related services for A&M which are billed quarterly to A&M based on the
Company’s costs to provide those services.

The following is a list of transactions between the entities in 2022:

= Rent paid by A&M to the Company $34,800
= Management fees paid by A&M to the Company $160,263

TERRITORY AND PLAN OF OPERATION

At December 31, 2022, the Company was licensed to write property and casualty insurance in
North Dakota. The primary lines of business written are dwelling and farm property coverage. The
three wholly-owned insurance agencies discussed previously produced approximately 20 percent
of the Company'’s business in 2022.

REINSURANCE

The following is a summary of the Company’s most significant reinsurance contract in force at
December 31, 2022:

Grinnell Mutual Reinsurance Company

Type: Excess of Loss
Scope: Fire, Lightning, Windstorm, Hail and Extended Coverages
Coverage: (A) Property Per Risk Excess of Loss - Covers up to $20 million

in losses from fire and windstorm risks written by the
Company in excess of a $400,000 retention.
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(B) Property Catastrophe Excess of Loss — Covers 100 percent
of the Company’s net losses incurred from windstorm, hail,
or tornado loss occurrences within a period of 96
consecutive hours, in excess of a $500,000 retention.

Premium: (A) Property Per Risk Excess of Loss - The 2022 annual
premium was $230,004 or $19,167 monthly.

(B) Property Catastrophe Excess of Loss Coverage - The 2022
annual premium was $573,252 or $47,771 monthly.

Termination Date: The agreement may be terminated by either party within a written
90 day notice.

The reinsurance agreement contained all of the clauses required by the N.D.C.C. and by the
NAIC’s Accounting Practices and Procedures Manual.

ACCOUNTS AND RECORDS

The Company's accounting procedures, internal controls, and transaction cycles were reviewed
during the course of the examination and a trial balance as of December 31, 2022, was extracted
from the general ledger and traced to the appropriate schedules of the Company's 2022 Annual
Statement. Revenues and expenses were test checked to the extent deemed necessary.

Claim Complaints

N.D.C.C. § 26.1-04-03(10) requires that the Company adopt and implement reasonable standards
for the prompt handling of written communications, primarily expressing grievances, received by
the Company from insureds or claimants. The Company’s complaints logs were reviewed and
deemed compliant.

Custodial Agreements

The Company has agreements with broker-dealers, Wells Fargo Advisors, LLC, Vision Brokerage
Services, LLC and First International Bank & Trust under which safekeeping of the Company's
invested assets is provided. Each agreement was reviewed and deemed compliant with N.D.
Admin. Code § 45-03-23-02.



FINANCIAL STATEMENTS

The following pages present a Statement of Assets, Liabilities, Surplus, and Other Funds as of
December 31, 2022. This statement is followed by supporting statements and reconciliations
presented in the following order:

Statement of Assets, December 31, 2022

Statement of Liabilities, Surplus, and Other Funds, December 31, 2022

Summary of Income, Year 2022

Reconciliation of Capital and Surplus, January 1, 2018 through December 31, 2022

These financial statements are based on the statutory statements filed by the Company with the
North Dakota Insurance Department and present the financial condition of the Company for the
period ending December 31, 2022.



Hartland Mutual Insurance Company
Statement of Assets
December 31, 2022

Nonadmitted Net Admitted
Assets Assets Assets

Bonds $8,445,000 $8,445,000
Stocks:

Common Stocks 2,776,995 84,222 2,692,773
Real Estate:

Properties Occupied by the Company 85,948 85,948

Properties Held for the Production of

Income 449 428 449,428
Cash 2,742,861 2,742,861
Investment income due and accrued 41,255 41,255
Agents’ Balances or Uncollected Premiums:

Premiums and Agents’ Balances in

Course of Collection 10,096 10,096

Premiums, Agents’ Balances and

Installments Booked but Deferred and Not

Yet Due 526,805 526,805
Amounts Recoverable from Reinsurers
Net Deferred Tax Asset 233,898 76,351 157,547
Furniture and Equipment 78,463 78,463
Receivables from Subsidiaries
Totals $15,390,749 $239,036 $15,151,713
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Hartland Mutual insurance Company
Statement of Liabilities, Surplus, and Other Funds

Losses $649,593
Loss Adjustment Expenses 68,597
Commissions Payable, Contingent Commissions and Other Similar Charges 244 667
Other Expenses 104,966
Taxes, Licenses, and Fees 34,212
Current Federal and Foreign Income Taxes 3,588
Unearned Premiums 3,028,790
Advance Premium 222,548
Ceded Reinsurance Premiums Payable 78,120
Amounts Withheld or Retained by Company for Account of Others 15,240
Aggregate Write-Ins for Liabilities 30,349
Total Liabilities $4,480,690
Unassigned Funds (Surplus) $10,671,026

Surplus as Regards Policyholders 10,671,026
Total $15,151,716

December 31, 2022
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Hartland Mutual Insurance Company
Statement of Income
December 31, 2022

Underwriting Income
Premiums Earned $4,959,831
Deductions:
Losses Incurred $2,487,808
Loss Adjustment Expenses Incurred 290.169
Other Underwriting Expenses Incurred 2,150,015
Total Underwriting Deductions 4,927,992

Net Underwriting Gain (Loss) $31,839

Investment Income

Net Investment Income Earned $223,633
Net Realized Capital Gains (Losses) 73,485
Net Investment Gain (Loss) $297,118

Other Income

Finance and Service Charges Not Included In Premiums $4,595
Miscellaneous Income 60,414
Total Other Income $65,009
Net Income Before Federal Income Taxes $393,966
Federal and Foreign Income Taxes Incurred 114,249
Net Income $279.717
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Hartland Mutual Insurance Company
Reconciliation of Capital and Surplus Accounts
January 1, 2018, Through December 31, 2022

Surplus as Regards Policyholders,
December 31, Prior Year

Net income

Change in Net Unrealized Capital
Gains or (Losses)

Change in Net Deferred Income Tax
Change in Nonadmitted Assets
Aggregate Write-Ins for Gains and
Losses in Surplus

Net Change in Capital and Surplus

Surplus as Regards Policyholders,
December 31, Current Year

022 2021 2020 019 2018
$10.508.343  $9,919.179 $9.385932  $8.910412  $8.451,928
279,717 304,854 467,423 315,244 617,038
(234,186) 165,800 71,845 173,859 (124,950)
8,487 (46,451) 49,015 1,743 (8,736)
108,665 164,964 (55,036) (15,326) (24,868)
$162,683  $589,167 $533,247 $475,520 $458.484
$10671.026 $10.508.343  $9.919179  $9.385932  $8.910.412
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CONCLUSION

The financial condition of the Company, as of December 31, 2022, as determined by this
examination is summarized as follows:

Admitted Assets $15.151.713

Total Liabilities $4,480,690
Surplus as Regards Policyholders 10,671,026

Liabilities, Surplus, and Other Funds $15.151.716

Since the last examination conducted as of December 31, 2017, the Company’s admitted assets
have increased $2,175,428, its total liabilities have decreased $43,669 and its surplus as regards
policyholders have increased $6,699,249.

The courteous cooperation extended by the officers and employees of the Company during the
course of the examination is gratefully acknowledged.

In addition to the undersigned, Matt Fischer, CFE and Colton Schulz, Supervising Examiner, CFE,
CISA, CRISC, CFE (Fraud) participated in this examination.

Respectfully submitted,

(bl il

Colton Mork
Examiner-in-Charge
North Dakota Insurance Department

14





