
 

 

If you have any questions on this or any other investment, liquidity or cash 
management topic don’t hesitate to call us at the number to the right. If you don’t 
wish to receive future newsletters or there are others in your Mutual whom you 
would like us to include on our distribution, drop us an e-mail @ 
info@legacywealthmgt.net. 

 

4 Mutual’s Benefit 
 

 

CLAIMS CASH FLOW MANAGEMENT 
Many MO Mutual Insurance Companies 
consider claims payments as nothing more 
than a necessary business expense. Did 
you know that there are institutional 
investment tools available to Mo Mutual’s 
that allow your company to earn interest 
during the sometimes-lengthy period of 
time it takes for your insureds to present 
those checks? 

The weeks, months & sometimes years it 
takes those claims payments to be signed, 
countersigned, forwarded and eventually 
presented for payment (or turned over to 
Missouri’s unclaimed property pool) 
provides your MO Mutual with an 
earnings opportunity that is in keeping 
with your board’s fiduciary responsibilities 
to your policyholder members. 

Failing to monetize this ‘float’ time could 
be costing your MO Mutual thousands of 
dollars each year in lost earnings that 
could be used to grow your policyholder 
surplus, reward your key employees or 
invest in new technologies or marketing. 

If you’d like help implementing Financial 
Best Practices in your MO Mutual, give us 

a call at 816-454-0447.  We would love to 

hear from you! Read on to review you 
directors’ fiduciary responsibilities  

Below are the key fiduciary 
responsibilities for a MO Mutual 
Board Member, Officer or Manager: 

The Duty of Care: This applies to the 
way your board makes decisions that 
affect the future of your mutual. The 
board has the duty to fully investigate 
all possible decisions and how they 
may impact your policyholder 
members.  

The Duty to Act in Good Faith: 
Even after it reasonably investigates 
all the options before it, the board has 
the responsibility to choose the 
option it believes best serves the 
interests of your MO Mutual and its 
policyholders.  

The Duty of Loyalty: This means the 
board is required to put no other 
causes, interests or affiliations above 
its allegiance to the company and its 
insureds.  

If a member of a board of directors is 
found to be in breach of their 
fiduciary duty, they can be held liable 
in a court of law by your Mutual or its 
policyholder members.  The board as 
a whole may be held accountable as 
well by the mutual policyholders. 
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Fiduciary: 

“A fiduciary is a person or 
organization that acts on behalf 
of another person or persons to 
manage assets. Being bound 
ethically to act in the other's best 
interests.”--Investopedia 

 

Claims Cash Flow 
Management: 

The process of tracking cash 
through the claims process from 
check issuance through clearing 
the account.  Institutional 
Investors may monetize this 
process to contribute to 
policyholder surplus. 

  



 

 

Securities offered through Registered 
Representatives of Cambridge Investment 
Research, Inc., A Broker/Dealer, Member 
FINRA/SIPC.  Advisory Services through 

Cambridge Investment Research Advisors, Inc., a 
Registered Investment Advisor.  Legacy Wealth 

Management & Cambridge are not affiliated. 

 

INVESTMENT REDLINING 
Redlining isn’t a bad word when it comes to your investment portfolio  

We all know that we can't redline in 
underwriting but it's a valid and useful 
practice for your MO Mutual’s 
investment portfolio. In fact, failing to 
redline undesirable and non-compliant 
investments can significantly weaken 
your Mutual’s financial strength. Let's 
look at 4 situations that we often see in 
MO Mutual portfolios that should never 
be happen in a MO Mutual. 

‘Street Products:’ Because you are an 
Institutional Investor there's no reason 
for you to pay the additional 
commissions and fees associated with 
these or accept the lower returns from 
products designed for 'retail’ investors. 
Redline Street Products! 

Broker Inventory Products: Unlike a 
Registered Investment Advisor, Brokers 
don't have a fiduciary duty to their 
clients. Their obligation is to their 
Broker Dealer. Many brokers sell 
products out of their own inventory and 
receive additional income. They do this 
by originating a bond, setting the price 
of for issue, marking up the price from 
their own inventory and then charging 
you a commission. Broker Dealers 
wishing to clear out lower rated 
inventory may even add extra incentives 
to encourage their brokers to sell bonds 
they want to be rid of. Redline Broker 
Inventory Products! 

Lazy Money: Your Mutual’s capital is 
lazy when it's not working for your 
policyholder members. Don’t let 
excess funds sit in no-interest bank 
accounts or ‘laddered' Certificates of 
Deposit which generally earn less 
than the current fixed income rates 
available through your portfolio 
manager. Mutual funds are also more 
expensive for an Institutional Investor 
to hold due to the high internal 
expenses and high commissions paid 
to brokers. Redline Lazy Money! 

Real Estate Investment Trusts 
(REITs): We've heard of brokers 
offering MO Mutual’s REITs. We 
hope you didn’t and don’t bite since 
we don’t see authorization in the 
statute and regulations authorizing 
this. We have even greater concerns 
with the real estate sector risk in this 
investment category and their 
inherent illiquidity. This is an 
example of ‘chasing yields’ and not 
understanding the rules which is a 
very bad combination. Redline REITs! 

Call us at 816-454-0447 if you’d like to 
determine if your portfolio has dealer 
inventory, high load mutual funds, 
lazy money or REIT’s. We are here to 
help! 

 

 

 

 

Redline your 
investment portfolio 
to reduce risk, stay 

within State 
requirements & 

potentially achieve 
better results. 


