












































Term:
Premium:

Contingent

Commission:

Coverage:

(2)
Type:
Reinsurer:

Term:
Premium:

Coverage:

Continuous contract, originally effective May 1, 2003

First Excess Coverage: 3.840% of the subject earned premium of
the Company

Second Excess Coverage: 0.300% of the subject earned premium
of the Company

25% of the net profits accruing to the reinsurer

(a)  As respects property business:

Under the first excess cover, the reinsurer shall be liable to the
Company for the amount of net loss sustained by the Company in
excess of the Company’s retention of $100,000 each risk, but not
exceeding a limit of liability of the reinsurer of $400,000 each risk,
subject to a maximum of $1,200,000 on any one (1) loss
occurrence.

(b)  As respects casualty business:

Under the first excess cover, the reinsurer shall be liable to the
Company for the amount of net loss sustained by the Company in
excess of the Company's retention of $100,000 each occurrence,
but not exceeding a limit of liability of the reinsurer of $900,000
each occurrence. Under the second excess cover, the reinsurer
shall be liable to the Company for the amount of net loss sustained
by the Company, but not exceeding a limit of liability of the
reinsurer of $1,000,000 each occurrence, with the liability of the
Reinsurer under the Second Excess Cover not exceeding
$3,000,000 with respect to all Extra Contractual Obligation arising
from losses occurring during each Agreement Year.

(c)  As respects both property and casualty business:

The reinsurer shall provide retention protection to the Company for
the amount of net loss sustained by the Company in excess of
$100,000 each occurrence, but not exceeding a limit of liability of
the reinsurer of $100,000 each occurrence.

Property Catastrophe Excess of Loss

Farmers Mutual Hail Insurance Company of lowa, Hannover
Ruckversicherungs AG, and various Lloyd’s syndicates

Effective August 1, 2007 to August 1, 2008

5.241% (first layer) and 2.3293% (second layer) of net written
premium income of the business covered under this agreement.
The reinsurer shall be liable to the Company when two or more
risks are involved in any one (1) loss occurrence in excess of
$300,000 each and every loss occurrence, but not exceeding a limit
of liability of the reinsurer of $2,700,000 each loss occurrence.
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PECUNIARY INTEREST TENN. CODE ANN. § 56-3-103

During the period under examination, the Company had an established
procedure for disclosure to its Board of Directors of any material interest or affiliation on
the part of its officers and directors which conflicts with the person’s official duties with
the Company. Statements regarding such conflicts of interest were executed by the

officers, directors and key personnel on an annual basis.
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STATUTORY DEPOSITS

The Company maintained the following deposits at December 31, 2007:

Stat t
Where Deposited and Description Par Value ?/:IT: . Market Value
Geaorgia, Special Deposit
UST Bond, 6.25%, Due 8/15/23 $ 85,000 $ 98,217 $ 101,768
Louisiana, Special Deposit
UST Note, 4.00%, Due 2/15/15 25,000 24,874 24,951
Missouri, General Deposit
UST Note, 6.50%, Due 2/15/10 200,000 201,941 213,660
North Carolina, Special Deposit
US Treas Bds, 7.25%, Due 5/15/16 100,000 100,984 122,969
Charlotte NC Wtr & Swr Sys Rev, 4.625%,
Due 7/1/36 225,000 229,068 225,707
Oklahoma, General Deposit
Montgomery Cnty Tex Mun Util, 5.0%, Due 3/1/22 300,000 307,910 312,888
Tennessee, General Deposit
IL Gen Oblig Bond, 5.00%, Due 11/01/20 200,000 199,221 208,386
Irving, TX Ltd G.O. Ser 2003, 4.1%, Due 9/15/20 300,000 287,163 300,159
Jackson, TN Rev Bonds, 5.90%, Due 9/01/20 200,000 204,000 200,126
King County, WA Gen Oblig Bonds, 5.00%,

Due 12/1/19 200,000 200,457 207,236
MS Gen Oblig Bonds, 5.00%, Due 11/01/19 200,000 200,000 210,194
Rhea County, TN Gen Oblig Bonds, 5.00%,

Due 4/01/20 200,000 200,000 211,244
Utah Rev Bonds, 5.00%, Due 5/15/19 200,000 109,629 210,820

Virginia, Special Deposit
Hallsdale Powell Util Dist Knox Cnty Tenn, 4.50%,

Due 4/01/21 200,000 200,000 201,476
Rhode Isiand St Economic Dev Corp, 5.00%,

Due 7/01/24 100,000 103,401 102,788

Totals $ 2,735,000 $2.756,865 $ 2,854,372

These deposits were verified by written confirmations. Statutory deposits are
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admitted assets in accordance with Tenn. Code Ann. § 56-1-405, with the exception of
the special deposits pledged in Georgia, Louisiana, and North Carclina. The Company

correctly reported these as non-admitted in its Annual Statement.

LITIGATION

From the examination data made available, it appears that the only legal
proceedings in which the Company was involved during the period under review were
those arising out of the normal course of business. During the years under
examination, no regulatory action was taken against the Company. The Company has
no agreements, commitments, obligations or pending matters of a contingent nature

which would adversely affect its financial condition.

ACCOUNTS AND RECORDS

The primary location of the Company’s books and records is 1101 New Highway
7, Columbia, Tennesseé. All accounting functions are performed by Company
personnel. Accounting records and supporting data are compiled in accordance with
established insurance accounting practices and generally accepted accounting
principles. All of the Company’s accounts and records are maintained on an electronic
data processing system.

During the course of the examination, accounts were verified and records
reviewed using various tests and procedures deemed necessary to establish values for
assets and liabilities appearing in the Company’s annual statements. Test checks for
selected periods were made of premium receipts, investment income, including interest
due and accrued, and disbursements, including claim payments, to the extent deemed
necessary. Additionally, premium tax returns and federal income tax returns were

examined.
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The Company contracts with the public accounting firm Cooper, Travis &
Company, Nashville, Tennessee, to audit and express an opinion on its statutory
financial statement. The Company is in compliance with the NAIC’s Risk-Based Capital

requirements.

The Company’s system of accounts and records is consistent with the customary
standards for companies of this type. Such system is adequate for the Company’s
needs and it provides a reasonably accurate portrayal of the Company's financial

condition.

LOSS RESERVES

A review of the Company’s loss reserves was conducted by Glenn Tobleman,
FCAS, FSA, MAAA, and Gregory S. Wilson, FCAS, MAAA of Lewis & Ellis Actuaries &
Consultants. This review concluded that the Company’s calculated reserve for net
unpaid losses and loss adjustment expenses of $9,027,125 is a reasonable estimate of
the net unpaid losses and adjustment expenses of the Company as of December 31,
2007. The review also notes the assignment of greater weight to incurred loss
development and less weight to paid loss development and the Company's low per
occurrence retention ($100,000 per loss or less) contribute to the conclusion that there
is not a significant risk of material adverse deviation in the results.

SUBSEQUENT EVENTS

Shelter Mutual Insurance Company (Shelter) filed a Form A on May 8, 2008
seeking approval from the TDCI to acquire the Company. The Form A was approved
effective June 23, 2008. On June 30, 2008, Shelter purchased all issued and
outstanding stock of the Company. The statement value of the transaction was
$50,705,595.

-2



After the acquisition, Shelter replaced the Company’s board of directors with its
nine (9) member board of directors. Such action places the Company back in

compliance with its bylaw requirement of at least seven (7) board members.

223 -



FINANCIAL STATEMENT

There follows a statement of assets, liabilities and a statement of income as of
December 31, 2007, together with a reconciliation of capital and surplus for the period

under review, as established by this examination.

ASSETS
Net
Nonadmitted Admitted
Assets Admitted Assets

Bonds $36,356:570 $453,143 $35,903,427
Common stocks 1,000,600 1,000,600
Mortgage loans 99,880 9,880
Properties occupied by the company 819,338 819,338
Cash & short term investments 3,503,077 3,503,077

Total cash & invested assets 41,779,465 453,143 41,326,322
Investment income due & accrued 492 144 492,144
Uncoliected premiums & agents’

balances in the course of collection 1,287,343 1,287,343
Deferred premiums & agent balances

& instaliments bocked but deferred

and not yet due 4,136,832 4,136,832
Current federal and foreign income

tax recoverable and interest

thereon 45,210 45,210
Net deferred tax asset 375,227 375,227
EDP equipment 21,396 21,396
Furniture and equipment 882,691 882,691 0
Prepaid reinsurance 27,083 0 27,083

Totals $49.047,391 $1.335,834 $47.711,657
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LIABILITIES, SURPLUS AND OTHER FUNDS

Losses $ 7,667,432
Loss adjustment expenses 1,359,693
Commissions payable, contingent commissions and other similar charges 145,682
Other expenses 173,734
Taxes, licenses and fees 40,672
Unearned premiums 8,411,066
Ceded reinsurance premiums payable 94,041

Total liabilities 17,892,320
Common capital stock 2,180,000
Gross paid in and contributed surplus 2,882,872
Unassigned funds | 24,756,365
Surplus as regards policyholders 29,819,237

Totals $47,711,557
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UNDERWRITING AND INVESTMENT EXHIBIT
STATEMENT OF INCOME

Underwriting Income

Premiums earned

Deductions:

Losses incurred

Loss expenses incurred

Other underwriting expenses incurred
Total underwriting deductions

Net underwriting gain or (loss)

Investment Income

Net investment income earned
Net realized capital gains or (losses)
Net investment gain or (loss)
Other Income

Finance and service charges not included in premiums
Aggregate write-ins for miscellaneous income

Totai other income
Net income before federal income taxes
Federal and foreign income taxes incurred

Net income
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$26,228,596

14,951,454
2,162,904
1,837,966
_24,952,324
1,276,272

1,743,766
8.802
1.752,568

1,289,279
13,584
1,302,863
4,331,703
1,049,471

$ 3,282,232



RECONCILIATION OF CAPITAL AND SURPLUS

FOR THE PERIOD UNDER EXAMINATION

Surplus as regards
policyholders December 31,
Previous Year

Net Income
Net unrealized capital gains
and {losses)

Change in net deferred
income tax

Change in non-admitted
assets

Change in provision for
reinsurance

Cumulative effect of changes
in accounting principles

Capital changes: Paid in
Surplus adjustments: Paid in

Dividends to stockholders
Aggregate Write ins for gains
or (iosses) in surplus
Surplus as regards to
policyholders December 31
Current Year

2003
$15,026,294
1,005,556

203,901

205,000

1,084,889

2004
$18,225,082
2,311,628

290,913

56,048

(27,803)

<
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2005
$20,855,868
3,499,331

20,677

(163,795)

(401,220)

2,000,000

2006
$23,810,861
2,759,943

213,559

(73,309)

(426,280)

0
(1,090)
(12,969)

0

I

2007
$26,270,715
3,282,232

113,718

(78,602)

95,505

0
10,000
125,670

0
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COMMENTS

Although minor differences were detected during the course of the examination,

none materially affected the operations of the Company as of December 31, 2007.

CONCLUSION

The customary insurance examination practices and procedures, as established
by the National Association of Insurance Commissioners, have been utilized in
connection with the verification and valuation of assets and the determination of

liabilities in the financial statement of this report.

In such matter, it was concluded that as of December 31, 2007, the Company
had net admitted assets of $47,711,557 and liabilities, exclusive of capital, of
$17,892,320. Therefore, there existed for the additional protection of policyholders, the
amount of $29,819,237 in the form of capital, gross paid in and contributed surplus and

unassigned funds.

Sandy Banks and Mitchell Walker, Jr., both Insurance Examiners for the TDCI,
participated in this examination. In addition, Glenn Tobleman, FCAS, FSA, MAAA, and
Gregory S. Wilson, FCAS, MAAA of the actuarial consulting firm, Lewis & Eliis Actuaries
& Consultants, Richardson, Texas and Norman Chandler, CPA, CPCU, ARe, AIAF,
ARC, ACP of the contracting reinsurance specialist firm, TaylorChandler LLC,

Montgomery, Alabama, participated in the work of this examination.

The courteous cooperation of the officers and employees of the Company,

extended during the course of the examination, is hereby acknowledged.
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Respectfully subijcted,

Brian H. Sewe
Examiner-in-Charge
State of Tennessee

 $¢>sV
i, efE
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AFFIDAVIT

The undersigned deposes and says that he has duly executed the attached
examination report on Haulers Insurance Company, Inc., dated June 17, 2009, and
made as of December 31, 2007, on behalf of the Tennessee Department of Commerce
and Insurance. Deponent further says he is familiar with such instrument and the

contents thereof, and that the facts therein set forth are true to the best of his

Brian H Sewell, CFE
State of Tennesseé&
Southeastern Zone, N.A.L.C.

knowledge, information and belief.

Subscribed and sworn to before me this

day of , 2009

Notary

County

State

Commission Expires
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CORPORATE ORGANIZATIONAL CHART

(prior to acquisition by Shelter)

James H. Walker & Nancy W Walker

42.56%

30 other unrelated individual investors
owning a minority interest

57.44%

Haulers Insurance Company, Inc.

(after acquisition by Shelter)

Shelter
100%

Haulers Insurance Company, Inc.
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AFFIDAVIT

The undersigned deposes and says that he has duly executed the attached

examination report on Haulers Insurance Company, Inc., dated June 17, 2009, and
made as of December 31, 2007, on behalf of the Tennessee Department of Commerce

and Insurance. Deponent further says he is familiar with such instrument and the
contents thereof, and that the facts therein set forth are true to the best of his

knowledge, information and belief.

Bnan H Sewell
State of Tennessee
Southeastern Zone, N.AL.C.

Subscribed and sworn o before me this

/Jﬁﬂ day of / 4)\,{ /)”\(b , 2009
L//f ; T lf Ait )

»»"’\{ N 7}({ AVINEL)

Notary ﬂ i A

Countywt L’/f (
State ¢ j{hm’ 20
Commxssnon Expires | 5/902/3»(/ {0
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Respectfuli;jbmﬂted
774&

Brian H. SeweLJjFE
Examiner-in-Charge
State of Tennessee
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