Friends are like seashells we
collect along the way...
2019 Annual Report

OUR PURPOSE
Our purpose is to enable businesses to manage their
financial risk by means of Industry-Specific Insurance and
Risk Management Solutions.

OUR MISSION
Caring insurance and risk management partners protecting and
serving the telecommunications industry through honest acts of
integrity and kindness that build Trust.
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President and Chairman’s Management Report
Positioned for the Future
As 2020 draws to a close, the 2019 Annual
Report gives me a chance to reflect on a time
when life was mostly normal. It was a time when
our industry was focused on hurricanes and
tornadoes, and phrases like COVID-19 and mask
mandates had yet to become part of our daily
vernacular.
As insurers and risk-takers, we at National
Telecom Corp. understand we are not guaranteed
a profit. Even in years when weather is our major
risk factor, considering the large concentration
of properties in storm-prone areas, we know one
major event can turn it into a difficult year.
For the most part, 2019 was a stable year both
within the industry and within National Telecom
Corp. The industry saw a 3.2% return on
premiums paid, which isn’t a great profit, but it
does leave insurers in the black.

Peter J. Elliott, CPCU
President

Catherine Moyer
Chairman of the Board

The industry was impacted primarily by
tornadoes, hurricanes and wildfires in 2019. But
there was also the effect of social inflation, which
is the societal trend toward increased litigation
and broader contract interpretation, as well as
plaintiff-friendly legal decisions and larger jury
awards.
We believe, as an industry, profit margins of 5% to
10% are possible.
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As a company, National Telecom Corp. grew
revenue by about 34% in 2019 and saw a very
modest 1% growth in loss reserves. We’ve
continued to push forward with our strategic
growth plan, which has resulted in increased
expenses of 18% due to our acquisition of M&M
Insurance Associates in Wichita, Kansas. This will
eventually fall off our books and leave us in a very
strong position moving forward.
We feel very good about the future and the
direction we are heading. We are looking
to expand into five new states, and we are
developing new tools and online platforms to
mitigate risks and help you save money.
2019 was a successful year on many levels, and
while this report provides an in-depth look at
the year, it only tells part of the story. There are
countless things we do every day to earn your
trust, and those things cannot be captured in a
report.
Our greatest assets are our employees, who work
to protect the insured, and our members, who
place their trust in us. Our promise to you is to
continue working daily to protect your assets and
earn your trust. Thank you.

Shareholders
as of 12/31/19

SHAREHOLDER

STATE

SHAREHOLDER

STATE

Cen-Ark Cellular Inc.

AR

Polar Communications

ND

Central Arkansas Telephone Cooperative Inc.

AR

Randolph Telephone Membership Corp.

NC

Craw-Kan Telephone Cooperative Inc.

KS

Riviera Telephone Company Inc.

TX

Etex Telephone Cooperative Inc.

TX

Rock Port Telephone Co.

Farmers Telephone Cooperative Inc.

SC

Santa Rosa Telephone Cooperative Inc.

TX

Glenwood Telephone Co.

GA

Scott County Telephone Cooperative Inc.

VA

Skyline Telephone Membership Corp.

NC

Hancock Rural Telephone Corp.

IN

MO

Horry Telephone Cooperative Inc.

SC

Southwest Arkansas Telephone Cooperative

AR

Industry Telephone Co.

TX

Stanton Telecom Inc.

NE

KanOkla Telephone Association Inc.

KS

Star Telephone Membership Corp.

NC

National Telecommunications Cooperative Association

VA

Surry Telephone Membership Corp.

NC

Panhandle Telephone Cooperative Inc.

OK

Taylor Telephone Cooperative Inc.

TX

Paul Bunyan Rural Telephone Cooperative

MN

Tote Holdings LLC

TX

Pembroke Telephone Cooperative

VA

Twin Lakes Telephone Cooperative Corp.

TN

Peoples Telecommunications LLC

KS

West Carolina Rural Telephone Cooperative Inc.

SC

Peoples Telephone Cooperative Inc.

TX

West Kentucky Rural Telephone Cooperative Corp.

KY

Piedmont Rural Telephone Cooperative

SC

Wiggins Telephone Association

CO

Pioneer Telephone Association Inc.

KS

Wilkes Telephone Membership Corp.

NC

Pioneer Telephone Cooperative

OR

Yadkin Valley Telephone Membership Corp.

NC

Pioneer Telephone Cooperative Inc.

OK
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2019 Board of Directors
2019 OFFICERS OF
THE
CORPORATION:
Chairman of the Board
Catherine F. Moyer

Vice Chairman of the
Board
Michael F. Hagg

President
Peter J. Elliott

Treasurer
Members present from left to right: Jennifer L. Prather, Roger H. Nishi, David M. Post, Catherine F. Moyer
(Chair), Peter J. Elliott, William P. Hegmann, Michael R. Burrow and Kimberly M. Shepherd
Board members not pictured: F. Bradley Erwin, Michael F. Hagg, Lonnie D. Pedersen, Thomas E. Preston and
David E. Schultz
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Mark D. King

Secretary/Executive
Vice President
Marilyn A. Blake

Corporate Overview
National Telcom Corp. was formed in 1982.
The entity is the third oldest captive and the
first association captive licensed in Vermont,
which now has 1,000 licensed captives. NTC
welcomes all members of NTCA–The Rural
Broadband association — including traditional
rural telecommunications companies, statewide
associations, associate members and subsidiary
members — to join our program.
NTC acts as a reinsurance company that shares
a portion of the risk assumed from the primary
underwriting company, which is also known
as a “front.” Great American Insurance Co.
acts as one of Telcom’s captive partners and
assists in providing underwriting, reinsurance,
loss prevention and claims services. NTC also
acts as a reinsurance partner and is one of the
owners of Rural Trust Insurance Co. RTIC began
writing rural telecom business in April 2014 and
has since expanded to 30 states.
In 1989, the NTC program was expanded to
include its own full-service brokerage facility
known as the Telcom Insurance Services Corp.
Together, NTC and TISC form the Telcom
Insurance Group (TIG).
In August 2018, a full-service agency in Wichita,
Kansas, was purchased to help with customer
service and diversification, and M&M Insurance
came into our family.
TIG is the only nationwide program specializing
in property-casualty insurance for rural

telecommunications companies that is fully
licensed and owned and directed for the
purpose of doing business in every line and
in every state where NTCA members do
business. The overall benefits are undeniable;
there is absolutely no reason to go elsewhere
for coverage, because the rate and forms are
superior to any other products on the market.
As your businesses have evolved over the
years, so has the Telcom program. As it stands
today, Telcom is an industry leader that offers
several exclusive products in providing the
coverages for all of the exposures of a modern
telecommunications company — even as your
endeavors continue to grow and develop.
Furthermore, Telcom utilizes specialty line
brokers and other carriers, such as The
Hartford, Travelers, EMC, Philadelphia Insurance
Companies, One Beacon, CNA, Texas Mutual
and several bond markets to provide additional
coverages and services to meet your needs.
So, if you want to “shop” your insurance, we
can do that for you. With access to all of these
markets, we can provide the best solution for
your specific needs. Furthermore, we are also
an owner and the managing agent for Rural
Trust Insurance Company.

While the membership’s property and casualty,
specialty lines and risk management needs
evolve, so do the programs and coverages
provided by Telcom. As such, the traditions and
foundation of our history provide a benchmark
for planning and implementation of these future
goals. It’s an exciting time for the company as
the organization only continues to improve and
to earn the trust of more of the members.
Your Captive — Proudly Owned by the
Members of NTCA

For Telcom, the focus has always been on
education. Through the use of insurance and
risk management education, training, and
various other loss prevention services, Telcom
continues practical hands-on training for the
members of NTCA to help mitigate your losses.
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National Telcom Corporation and Subsidiaries

Consolidated Balance Sheets
years ended December 31, 2019 and 2018

2019

ASSETS

LIABILITIES AND
SHAREHOLDERS’ EQUITY

2019

2018

$

3,725,337

Investments, at fair value

				
9,866,807

9,728,315

Losses and loss adjustment expenses
		

Investment in RTIC Holding

				
2,687,430

2,532,257

Unearned premiums

		

3,536,815

3,024,231

Intangible assets

				
4,553,655

5,078,835

Debt payable

		

4,161,617

5,684,822

Property and equipment, net

				
975,663

1,032,023

Reinsurance payables

		

		
38,478
58,091

Accrued investment income

				
58,630

70,601

Agency billings receivable from insureds
				
1,516,565

803,655

Deposits paid in advance

Commissions receivable

				
894,559

589,629

Agency billings payable to insurance
carriers
		

4,150,365

Assumed reinsurance premiums receivable
				
21,402

50,918

Deferred tax liability

		
33,582

Reinsurance recoverable

				
87,554

89,545

Funds held under reinsurance treaties
				
4,713,242

4,515,411

Deferred policy acquisition costs 				
1,095,724

921,942

Income taxes recoverable

				
130,090

107,549

Deferred tax asset

				
-

203,922

Due from related parties

				
144,816

57,545

Other assets

				
276,480

224,091

Cash and cash equivalents

Total assets

$

2018

$

1,322,817

28,345,434

$ 29,731,575

Liabilities:
$

Accounts payable and accrued		
expenses

440,551

$

6,186,336

1,385,068

		
910,373
351,463

		
		

Total liabilities

3,514,037
-

18,777,649

20,743,345

1,433,000

1,433,000

1,781,678

1,781,678

203,057

(253,182)

6,150,050

6,026,734

Shareholders’ equity:
Class B common stock, $1,000 par value, 5,000
shares authorized, 1,433 shares issued and
		
outstanding
		
Additional paid-in capital
Accumulated other comprehensive income (loss),
net of deferred income tax (benefit) of $41,254 and
$(49,932) in 2019 and 2018, respectively
Retained earnings
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6,045,165

		
Total shareholders’ equity

$

9,567,785

$ 8,988,230

Total liabilities and shareholders’ equity

$ 28,345,434

$ 29,731,575

National Telcom Corporation and Subsidiaries

Consolidated Statements of Comprehensive Income
years ended December 31, 2019 and 2018

2019

REVENUES

2018

2019

LOSSES AND EXPENSES

2018

Premiums earned, net

		$

		
7,601,823
$
8,101,509

$
Losses and loss adjustment expenses		$ 		
5,491,190

5,415,974

Commission income

		

		 5,117,519
6,892,475

Salaries and employee benefits

		 		
4,464,952

3,195,564

Holding period gain on equity securities
		

		
256,326

-

Investment income, net

		

		
524,766
402,044

Gain (loss) on investment in affiliate		

		
(39,255)
89,533

Realized gains on sale of investments
		

		
127,197

14,257

Other income

		

		
140,301

88,169

Total revenues

		12,171,889
		$ 16,009,385
$

2,266,053
Amortization of policy acquisition costs
		 		
2,449,622
Other operating expenses
Total losses and expenses

2,596,517
		 		
3,626,648
		 16,032,412

13,474,108

Net income (loss) before income tax (benefit)

		
(23,027)

(166,829)

Income tax (benefit)

		
58,629

(54,038)

Net loss

		
(81,656)

(112,791)

Other comprehensive income (loss), net of tax:
Note: Brown Schultz Sheridan & Fritz, CPAs, has audited the consolidated financial
statements of National Telcom Corp. and Subsidiaries as of and for the years ended
Dec. 31, 2019, and 2018, prepared in conformity with accounting principles generally
accepted in the United States of America, and issued a qualified opinion in their report
dated June 29, 2020. The qualified opinion was the result of omitting certain required
supplemental disclosures that were not deemed necessary by management.
These consolidated balance sheets and consolidated statements of income and
comprehensive income of National Telcom Corp. for the years ended Dec, 31, 2019,
and 2018 were derived from the audited financial statements. The complete audited
financial statements may be obtained from National Telcom Corporation, 6301 Ivy Lane,
Suite 506, Greenbelt, MD 20770.

Net unrealized holding gains (losses) on available for
sale securities, net of tax expense (benefit) of $133,170
and $(151,106) for 2019 and 2018, respectively

513,578

(568,447)

Reclassification adjustment for net realized gains on
sales of available for sale securities in net income (loss),
net of income tax of $26,711 and $2,994 for 2019 and
2018, respectively
		

(100,486)

(11,263)

413,092

(579,710)

Other comprehensive income (loss)

$
Comprehensive income (loss)
		$ 		
331,436

(692,501)
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Financial Report
National Telcom Corp. (NTC or “the Company”)
assumes business from Great American
Insurance Co. (GAIC) and Rural Trust Insurance
Co. (RTIC), an affiliated company. The
reinsurance agreement with GAIC provides
for a quota share participation of 50% with a
$500,000 policy limit. Premium cessions range
from 41.5% to 42.9% with ceding commissions
ranging from 24% to 36.8%. The reinsurance
agreement with RTIC provides for a quota share
participation of 50% with a $400,000 policy
limit. Premium cessions range from 44% to 46%
with a ceding commission of 32%.
The Company has two wholly owned insurance
agency subsidiaries: Telcom Insurance Services
Corp. (TISC) located in Greenbelt, Maryland, and
M&M Financial Corp. (M&M) located in Wichita,
Kansas. M&M was acquired on Aug. 31, 2018, for
$5 million, along with its operating facility for $1
million. The Company utilized various sources
of debt to finance the acquisition, including
subordinated capital notes, line of credit and a
secured loan from RTIC.
Shareholders’ equity increased $579,555 (6.4%)
from the prior year to $9,567,785. This increase
was mainly attributed to unrealized holding
gains on NTC’s debt and equity securities as
major market indexes produced strong returns
for the year.
The Company is required to carry reserves on
its balance sheet that are sufficient to handle all
existing claims, including those that have been
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incurred but not yet reported. An independent
actuarial firm evaluates these reserves on an
annual basis to ensure they make a reasonable
provision for all unpaid loss and loss adjustment
expense obligations of the Company. Reserves
continue to be conservatively carried within the
actuarial range. This provides added security
to our policyholders and protection against
uncertainty rather than focusing merely on
short-term results.

Company to lower overall operating costs longterm.

Net earned premiums increased by $499,686
(6.6%) over the prior year to $8,101,509.
Premiums assumed from GAIC declined
$226,928 (8.5%) as policies migrated to RTIC
while its operating capabilities expanded.
Consequently, premiums assumed from RTIC
increased $736,886 (14.9%). Commission
income increased $1,774,956 (34.75) as M&M
was included for the entire year instead of the
four months of inclusion in the prior year.

By Mark D. King, CPA

The combined ratio is a measure of profitability
used by an insurance company to indicate
how well it is performing in its daily operations.
The combined ratio is calculated by taking
the sum of incurred losses and expenses
and then dividing them by earned premiums.
The combined ratio increased 3.5 points
from the prior year to 112.4. This ratio was
mainly impacted by costs associated with the
acquisition of M&M, which added 9.5 points.
Acquisition costs are expected to be a drag on
earnings over the next eight years. However,
this was a strategic decision to enable the

The Company reported a net loss of $81,656
and comprehensive income of $331,436. Book
value per share increased 6.5% to $6,677
continuing the trend of long-term growth. Our
continued financial stability will also allow us to
provide a stable insurance market for years to
come.

Written Premium Production

Shareholder’s Equity

Written Premium Production
Experienced,
Ethical Underwriting Practices and
Experienced, Ethical Underwriting Practices and Policyholder Retention
Policyholder Retention

Shareholder’s
Equity
Steady
Long
Term Growth
Steady Long Term Growth

Total Assets

$10,000,000

$10,000,000

$30,000,000

$8,000,000

$8,000,000

$25,000,000

$6,000,000

$6,000,000

$4,000,000

$4,000,000

$2,000,000

$2,000,000

Total Assets

$20,000,000
$15,000,000

0

2010

2013

2016

0

2019

Claim Reserves

$8,000

$7,000,000

$7,000

$6,000,000

$6,000

$5,000,000

$5,000

$4,000,000

$4,000

$3,000,000

$3,000

$2,000,000

$2,000

$1,000,000

$1,000
2013

2010

2013

2016

2019

0

2010

2013

2016

2019

Book Value Per Share

$8,000,000

2010

$5,000,000

Book Value Per Share

Reserves forin
Losses
Security
Ample Reserves for Paying Claims

0

$10,000,000

2016

2019

0

2010

2013

2016

2019
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Doing Right by Our Family of Policyholders
“Do right. Do your best. Treat others as you want to be treated.”
—Lou Holtz

Ask anyone who is a member of our policyholder family,
and they’ll tell you that Telcom Insurance Group operates
much like a family in respecting, caring and sharing in
both the joys and sadness of our policyholders. Treating
policyholders like family means caring about your needs,
keeping our promises, respecting your opinions and
asking for your advice.
We offer protection for your business assets, both
financial and human, always taking the “right way”
approach. When you need us we’ll be there, because we
care! Much like the way you all operate your businesses,
we believe in doing the right thing and treating others
as we’d want to be treated. That’s why we’ve had a 95%
retention rate for more than a decade. We thank you all
for continuing to allow us to earn your business, and we
welcome new members to the family, too.
As of the end of 2019, our telecommunications PropertyCasualty customers written through the Captive and our
Agency customers were spread throughout the U.S. in 42
states.
Each year when additional states are represented by
newly written insureds, we continue to strengthen the
operation and add geographic diversity.
Telcom Insurance Group … proud, strong, growing and
available in all states.
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Meeting Milestones
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6301 Ivy Lane, Suite 506
Greenbelt, MD 20770
Phone: 1 (301) 220-3200
(800) 222-4664
Fax: 1 (301) 474-6196
TIG@TelcomInsGrp.com
TelcomInsGrp.com

www.Facebook.com/TelcomInsGrp

