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ANNUAL STATEMENT FOR THE YEAR 2020 OF THE Valley Mutual Insurance Association 

NOTES TO FINANCIAL STATEMENTS 
 

1.    Summary of Significant Accounting Policies and Going Concern 
a. The accompanying financial statements of the Company have been prepared in conformity with accounting practices 

prescribed or permitted by the National Association of Insurance Commissioners and the State of Iowa, with no exceptions. 
 

b. The preparation of the financial statements of the Company in conformity with Statutory Accounting Principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities. It also    
requires disclosure of contingent assets and liabilities at the date of the financial statements and the reported 

 amounts of revenue and expenses during the period. Actual results could differ from those estimates.   
 

c. Premiums are earned over the term of the related insurance policies and reinsurance contracts. Unearned premium 

reserves are established to cover the unexpired portion of premiums written. Such reserves are computed by pro rata 

methods for direct and ceded business. 
 

Expenses incurred in connection with acquiring new insurance business, including such acquisition costs as sales 

commissions, are charged to operations as incurred. Expenses incurred are reduced for ceding allowances received 

or receivable. 
 

Asset values are generally stated as follows:  Bonds, (except for those to which the Securities Valuation Office ("SVO") of  
the NAIC has assigned a value) are stated at cost or amortized cost using the interest method; stocks at market.   
      

      The Company uses the straight line method of depreciation for all of its real estate holdings with the lives varying  
depending on the type of building. 

 
2.    Accounting Changes and Corrections of Errors 

a. The Company had no material changes in accounting principles or corrections of errors. However, on January 1,                
2015, the Company switched from coverage under Section 518 of the Code of Iowa to Section 518A of the Code of Iowa.  

  
b. As a Mutual Company, Codification does not apply. 

 
3.    Business Combinations and Goodwill 

a. The Company had no business combinations during the year. 
 

b. The Company had a statutory merger with Harrison Mutual Insurance Association (01-073) on January 1, 2015.  
 

c. The Company had no impairment loss recognized during the year. 
 

4.    Discontinued Operations 
The Company did not have any discontinued operations. 

 
5.    Investments 

a. The Company has no mortgage loans. 
 

b. The Company is not a creditor for any restructured debt. 
 

c. The Company has no reverse mortgages. 
 

d.   1.  The Company has elected to use the book value as of January 1, 1994 as the cost for applying the retrospective 
     adjustment method to securities purchased prior to that date. 
 
2.  Prepayment assumptions for single class and multi-class mortgage-backed/asset-backed securities were obtained 
     from Bloomberg. These assumptions are consistent with the current interest rate and economic environment. 
 
3. The Company used the NAIC Securities Valuation Office in determining the market value of its loan-backed             
     securities. When this was not available the Company then used the Union Bank & Trust Company, NA custodial    
     account. 
 
4. The Company continues to use the retrospective adjustment method to value all loan-backed securities. 
 

     e. The Company has no repurchase agreements. 
 

6.    Joint Ventures, Partnerships and Limited Liability Companies 

a. The Company has no investments in Joint Ventures, Partnerships or Limited Liability Companies that exceed 10% 
    of its admitted assets. 
 

b. The Company did not recognize any impairment write down for its investments in Joint Ventures, Partnerships or 
    Limited Liability Companies during the statement periods. 

 
7.    Investment Income 

 The Company does not exclude (non-admit) any interest income due and accrued. 
 

8.    Derivative Instruments 
The Company has no derivative instruments. 

 
9.    Income Taxes 

a.   The Company has no deferred tax asset or liability. 
 

b.  There were no deferred tax liabilities not recognized in the current period.  

c.  Federal Income Taxes incurred for 2020 were $5,500. 

d.  The following are among the more significant book to tax adjustments in reconciling the Federal Income Tax 
Rate to the Actual Effective Rate: 
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ANNUAL STATEMENT FOR THE YEAR 2020 OF THE Valley Mutual Insurance Association 
 

NOTES TO FINANCIAL STATEMENTS 
               2020                                               

     Effective 

Amount                        Tax Ra te %  

Provision computed at statutory rate   25,945   21.00% 

Tax exempt income deduction   (16,360)  -13.24% 

Dividend received deduction   (1,545)  -1.25% 

Other   (2,540)   -2.11% 

Totals   5,500   4.45% 
 

  
 
Federal Income Tax Incurred            5,500   4.45% 

Iowa Chapter 518(a) Statutory Difference              20,445    16.55% 

Total statutory income tax 25,945   21.00% 

 
e. 1.  As of December 31, 2020, the Company did not have any operating loss carry forwards. 

 
2.  Income taxes incurred in the prior years are not available for recovery due to the Company electing to be taxed pursuant 
to Section 831(b)(1) of the Internal Revenue code. Effective in 2017, the mutual was below the premium limit related to this 
code. Therefore, they are not eligible for recoveries.   
 

f. The Company's Federal Income Tax return is not a consolidated return. 
 
10.  Information Concerning Parent, Subsidiaries and Affiliates 

a. The Company is not directly or indirectly owned or controlled by any other entity. 
 

b. There were no applicable transactions. 
 

c. At December 31, 2020, the Company had no amounts due to or from an affiliate or related party. 
 

d. There are no guarantees or undertakings, written or otherwise, for the benefit of an affiliate or related party 

that result in a material contingent exposure of the Company's or any related party's assets or liabilities. 
 

e. The Company is not directly or indirectly owned or controlled by any other entity. 
 

f. The Company does not own shares of an upstream intermediate or ultimate parent, either directly or indirectly via 

a downstream subsidiary, controlled or affiliated company. 
 

g. The Company does not have an investment in a Subsidiary, Controlled or Affiliated Company that exceeds 10% 

of admitted assets of the insurer. 
 

h. The Company did not recognize any impairment write down for its investments in Subsidiary, Controlled or 
  Affiliated Company during the statement period. 

 
11.  Debt 

a. The Company has no capital notes. 
 

b. The Company has no outstanding debentures, borrowed money or reverse repurchase agreements. 
 
   12.  Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Post 
          Retirement Benefit Plans. 
 

a. The Company has no Defined Benefit Plan. 
 

b. The Company and Partner’s Insurance Company provide a 401k match of 7% to eligible employees.  
 

c. The Company has no Multi-Employer Plans.  
 

d.    The Company has no Consolidated/Holding Company Plans. 

13.  Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations  

a.   The Company has no capital stock. 
 
b.   The Company has no preferred stock outstanding. 

 
c. As a Mutual Company, shareholder dividend restrictions criteria do not apply. 

 
d. There are no restrictions placed on the portion of Company profits that may be paid as ordinary dividends to stockholders. 

 
e. There were no restrictions placed on the Company's surplus, including for whom the surplus is being held. 

f. The Company does not have any advances to surplus not repaid. 

g. The Company has no stock held for special purposes. 
 

h. The Company has no special surplus funds from the prior period. 
 

i. The portion of unassigned funds (surplus) represented or reduced by each item below is as follows: 
1.  unrealized gain and losses:              $245,234 
2.  nonadmitted asset values:               ($4,653) 
3.  provision for reinsurance:                 ( $32,811)  
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NOTES TO FINANCIAL STATEMENTS 
j.   No surplus debentures or similar obligations exist. 

k.  The Company has no quasi-reorganization. 
 
14.  Contingencies 

a.  The Company has accrued $20,564 for contingent profit share payout for 2020. 
 

b.  The Company does not have any assessments that could have a material financial effect. 

c.  The Company has no loss contingencies. 

15.  Leases 
a.  The Company does not have any material lease obligations at this time. 

 
16.  Information About Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentrations of Credit 
       Risk 

a.  The Company does not have financial instruments with off-balance sheet risk or with concentrations of credit risk. 
 
17.  Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities  

a.  The Company has no transfers of receivables reported as sales. 
 

b.  The Company has no transfer and servicing of financial assets. 

c.  The Company has no wash sales. 

18.  Gain or Loss to the Reporting Entity from Uninsured A & H Plans and the Uninsured Portions of Partially Insured Plans      

        The Company has no uninsured accident and health plans or uninsured portions of partially insured plans for which the   

       Company serves as administrator. 
 
19.  Direct Premiums Written/Produced by Managing General Agents/Third Party Administrators 
       The Company has no premiums written/produced by Managing General Agents or Third Party Administrators. 
 
20.  Fair Value Measurements 
       The Company uses fair value measurements in reporting preferred and common stocks in the financial statements. 
       The Company uses third-party pricing services (Custodial accounts, brokerage accounts, and related market date) to  
       determine the market value of the securities. 
 
21.  Other Items 

a.  The Company has no extraordinary items to report. 
 

b.  The Company did not have any troubled debt restructuring. 
 

c.  The Company elected to use rounding method in reporting amounts in the statement. 
 
22.  Events Subsequent 
       There have been no events occurring subsequent to the close of the books or accounts which may have a material  
       effect on the financial condition of the Company. 
 
23.  Reinsurance 

a. The Company has no unsecured aggregate recoverable for losses, paid or unpaid including IBNR, loss adjustment 
expenses, and unearned premiums that exceed 3% of policyholder surplus. 

 
b.  The Company has no insurance recoverable in dispute. 

c.  The Company has no commission amounts due and payable to reinsurers if either party were to cancel coverage. 

d.  The Company has no uncollectible reinsurance written off during the year for Losses Incurred, Loss Adjustment 
Expenses Incurred or Premiums Earned. 

 
e.  The Company had no communication of Ceded Reinsurance during the year for Losses Incurred, Loss Adjustment 

Expenses Incurred or Premiums Earned. 
 

f.   The Company has no retroactive reinsurance contracts. 
 
24.  Retrospectively Rated Contracts 

The Company has no retrospectively rated contracts. 
 
25.  Change in Incurred Losses and Loss Adjustment Expenses 
       There have been no changes in the provision for incurred loss and loss adjustment expenses attributable to insured 
       events of prior years. 
 
26.  Intercompany Pooling Arrangements 
       The Company has no intercompany pooling arrangements. 
 
27.  Structured Settlements 

a.  The Company has not purchased any annuities for which a claimant is listed as payee. 
b.  The Company does not own any annuities due from any life insurer. 

 
28.  Health Care Receivables 
       The Company has no pharmaceutical rebates or risk sharing receivables. 
 
29.  Participating Policies 
       The Company does not have participating accident and health policies. 
 
30.  Premium Deficiency Reserves 
       The Company does not have deficiency reserves to report. 
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ANNUAL STATEMENT FOR THE YEAR 2020 OF THE Valley Mutual Insurance Association 
 

NOTES TO FINANCIAL STATEMENTS 
 

31.  High Deductibles 
       The Company has no reserve credit that has been recorded for high deductibles on unpaid claims. 
 
32.  Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses 
       The Company does not discount its Unpaid Losses or Unpaid Loss Adjustment Expenses. 
 
33.  Asbestos/Environment Reserves 
       The Company has no potential for liability due to asbestos or environment losses. 
 
34.  Subscriber Savings Accounts 

      The Company is not a reciprocal insurance company. 

 

35.  Multiple Peril Crop Insurance - Not Applicable. 
 

36.  Financial Guaranty Insurance 
The Company has no guarantee insurance contracts. 
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