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State of Wisconsin / OEEICE OF THE COMMISSIONER OF INSURANCE

125 South Webster Street ¢ P.O. Box 7873

Scott Walker, Governor Madison, Wisconsin 53707-7873
Theodore K. Nickel, Commissioner Phone: (608) 266-3585 o Fax: (608) 266-9935
September 8, 2015 E-Mail: ociinformation@wisconsin.gov

Wisconsin.gov Web Address: oci.wi.gov

Honorable Theodore K. Nickel
Commissioner of Insurance
State of Wisconsin
125 South Webster Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of

the affairs and financial condition of:

ACUITY, A MUTUAL INSURANCE COMPANY
Sheboygan, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of ACUITY, A Mutual Insurance Company (the company or
ACUITY) was conducted in 2010 as of December 31, 2009. The current examination covered the
intervening period ending December 31, 2014, and included a review of such 2015 transactions
as deemed necessary to complete the examination.
The examination was conducted using a risk-focused approach in accordance with

the National Association of Insurance Commissioners (NAIC) Financial Condition Examiners

Handbook. This approach sets forth guidance for planning and performing the examination of an
insurance company to evaluate the financial condition, assess corporate governance, identify
current and prospective risks (including those that might materially affect financial condition,
either currently or prospectively), and evaluate system controls and procedures used to mitigate
those risks.

All accounts and activities of the company were considered in accordance with the

risk-focused examination process. This may include assessing significant estimates made by



management and evaluating management’s compliance with statutory accounting principles,
annual statement instructions, and Wisconsin laws and regulations. The examination does not
attest to the fair presentation of the financial statements included herein. If during the course of
the examination an adjustment is identified, the impact of such adjustment will be documented
separately at the end of the “Financial Data” section in the area captioned "Reconciliation of
Surplus per Examination."

Emphasis was placed on the audit of those areas of the company's operations
accorded a high priority by the examiner-in-charge when planning the examination.

The company is annually audited by an independent public accounting firm as
prescribed by s. Ins 50.05, Wis. Adm. Code. An integral part of this compliance examination was
the review of the independent accountant's work papers. Based on the results of the review of
these work papers, alternative or additional examination steps deemed necessary for the
completion of this examination were performed. The examination work papers contain
documentation with respect to the alternative or additional examination steps performed during
the course of the examination.

Independent Actuary's Review

An independent actuarial firm was engaged under a contract with the Office of the
Commissioner of Insurance. The actuary reviewed the adequacy of the company’s loss and loss
adjustment expense reserves. The actuary’s results were reported to the examiner-in-charge.

As deemed appropriate, reference is made in this report to the actuary’s conclusion.



Il. HISTORY AND PLAN OF OPERATION

The company was incorporated in the State of Wisconsin on August 11, 1925, under
the name of Mutual Automobile Insurance Company of the Town of Herman, and commenced
business on September 25, 1925. Operations were initially restricted to Sheboygan County,
Wisconsin, but the territory of the company was gradually extended. The name was changed in
May 1954 to Mutual Auto Insurance Company. In December 1957, the company changed its
name to Heritage Mutual Insurance Company. The present name was adopted in March 2001.
The company absorbed Bloomfield Mutual Insurance Company of West Bloomfield, Wisconsin,
through a merger on January 22, 1982.

The company sold its wholly owned subsidiary, Greatway Insurance Company
(Greatway), to Anchor General Insurance Company, a California company, effective
December 31, 2006. Greatway had been largely inactive since June of 2000. Effective
November 30, 2007, ACUITY BANK, SSB & Subsidiaries (ACUITY BANK) was dissolved. As a
result of those transactions, the company had only one remaining subsidiary, Westland Insurance
Services, Inc. (Westland), which is discussed further in the section of this report entitled “Affiliated
Companies.” This subsidiary’s material assets were sold to TRICOR, Inc. (TRICOR) effective
June 30, 2015, which is discussed further in the section of this report entitled “Subsequent

Events.”



In 2014, the company wrote direct premium in the following 23 states:

Wisconsin $ 381,618,762 30.7%
Illinois 154,523,203 12.4
Minnesota 83,282,292 6.7
Michigan 66,226,607 5.3
Ohio 60,517,744 4.9
Indiana 57,804,742 4.7
Missouri 56,360,728 4.5
lowa 48,936,396 3.9
Arizona 41,176,927 3.3
South Dakota 39,789,906 3.2
Tennessee 37,483,167 3.0
Colorado 35,565,198 2.9
Kentucky 34,798,926 2.8
Pennsylvania 33,794,584 2.7
North Dakota 25,488,164 2.1
Utah 22,864,164 1.8
Kansas 16,357,775 1.3
Nebraska 16,184,834 1.3
New Mexico 13,718,217 1.1
Idaho 10,640,571 0.9
Wyoming 2,485,029 0.2
Nevada 1,838,968 0.1
Montana 1,517,974 _ 04
Total $1,242,974,878 100.0%

As of the examination date, the company was licensed in 36 states. In addition to the
states noted above, the company is also licensed in the following 13 states where it did not write
business in 2014: Alabama, Arkansas, Delaware, Georgia, Maine, Mississippi, Oklahoma,
Oregon, Texas, Vermont, Virginia, Washington, and West Virginia.

The company writes commercial and personal lines utilizing a distribution network of
approximately 1,000 independent agents. The company's mix of business is approximately 75%
commercial lines and 25% personal lines, with the largest product segment represented by
worker's compensation. Approximately 33% of the worker's compensation policies are written in
Wisconsin on a fixed-cost, flat or variable dividend basis, with scheduled rating adjustments
available in other states. The company's commercial products also include the Bis-Pak, a
commercial multiple peril policy for smaller business owners; commercial automobile liability and
physical damage coverage; general liability; commercial umbrella; and inland marine coverages.
Much of its commercial automobile book is trucking-related. Its largest personal lines product is

homeowner’s multiple peril. A tiered rating approach is used to segment and price risks. Among



the other personal lines products offered are personal auto, a personal lines package policy,

motorcycle, recreational vehicles and umbrella coverages.

The following table is a summary of the net insurance premiums written by the

company in 2014. The growth of the company is discussed in the “Financial Data” section of this

report.

Line of Business

Fire

Allied lines

Homeowner’'s multiple
peril

Commercial multiple
peril

Inland marine

Worker's compensation

Other liability —
occurrence

Other liability — claims
made

Products liability —
occurrence

Private passenger auto
liability

Commercial auto liability

Auto physical damage

Fidelity

Burglary and theft

Boiler and machinery

Total All Lines

Direct
Premium

$ 31,188,158

32,461,649
117,539,387
136,734,849

33,225,196
311,908,334
118,413,964

2,412,796
8,009,643
101,870,253
175,343,013
164,900,212

1,065,775
290,393

7,611,256

$1,242,974,878

Reinsurance Reinsurance Net
Assumed Ceded Premium
$0 $ 1,639,977 $ 29,548,181
1,485,718 30,975,931
5,886,986 111,652,401
2,985,037 133,749,812
640,424 32,584,772
13,315,672 298,592,662
16,235,998 102,177,966
2,412,796
168,426 7,841,217
101,870,253
2,138,188 173,204,825
1,687,274 163,212,938
1,065,775
290,393
. 7,611,256
$0 $53,794,956 $1,189,179,922



. MANAGEMENT AND CONTROL

Board of Directors

The board of directors consists of 13 members. Up to 5 directors are elected
annually to serve a three-year term. Officers are elected at the board's annual meeting. The
board members currently receive $166,000 annually for serving on the board, paid in either cash
or contributed into a Phantom Stock Plan account. This plan allows for executives and directors
to be awarded units that act as stock shares. Units that are awarded to executives are one-third
vested each year over a three-year period except for the President whose shares are fully vested
when awarded. Directors’ shares vest quarterly.

Currently the board of directors consists of the following persons:

Name and Residence Principal Occupation Term Expires
Michael R. Duckett President of Duckett Group, Inc. 2018
Brookfield, Wisconsin

James A. Feddersen Retired Partner at the Law Firm of 2016
Brookfield, Wisconsin Whyte, Hirschboeck, Dudek, S.C.

Margaret A. Farrow Self-employed public affairs consultant 2018

Pewaukee, Wisconsin

Harold G. Greenhill Retired Chancellor of UW Whitewater 2016
Whitewater, Wisconsin

Rhonda E. Kirkwood Self-employed business consultant at 2017
Ellison Bay, Wisconsin Kirkwood Consulting

Paul J. Hoffman Managing Member at Hoffman, LLC 2018

Kaukauna, Wisconsin

Lisa A. Mauer Business Manager of Blackhawk Industrial 2016
Wauwatosa, Wisconsin

Kurt L. Olson Secretary and Vice President of Olson 2017
Warrens, Wisconsin Brothers Cranberry Company

Benjamin M. Salzmann President and CEO of ACUITY, A Mutual 2018
Kohler, Wisconsin Insurance Company

John F. Schwalbach Retired Physician 2018
Anthem, Arizona

Harold C. Trescott Retired Insurance Company Executive 2016
Cedarburg, Wisconsin ACUITY, A Mutual Insurance Company



Name and Residence Principal Occupation

Robert T. Willis Retired Physician
Elkhart Lake, Wisconsin

Richard G. Zimmermann Retired President of Zimmermann Printing
West Bend, Wisconsin

Officers of the Company

The officers serving at the time of this examination are as follows:

Name Office

Benjamin M. Salzmann President and CEO

John F. Schwalbach Corporate Secretary

Wendy R. Schuler Vice President of Finance and Corporate
Treasurer

Laura J. Cannestra Conklin Vice President of Business Consulting

Edward L. Felchner Vice President of Marketing and Personal
Lines and Assistant Corporate Secretary

Marcus C. Knuth Vice President of Enterprise Technology

James J. Loiacono Vice President of Claims

Sheri L. Murphy Vice President of Services and Administration

Joan Ravanelli Miller Vice President of Human Resources and
General Counsel

Shane A. Paltzer Vice President of Marketing and Personal
Lines and Assistant Corporate Secretary

Neal J. Ruffalo Vice President of Enterprise Technology

Patrick N. Tures Vice President of Actuarial and Strategic
Information

Richard A. Waldhart Vice President of Sales and Communications

Edgar N. Warren Vice President of Commercial Insurance

Term Expires

2016

2017

2014
Compensation*

$7,829,406
304,134
801,720

857,195
752,956**

413,393
1,008,707
879,389
420,839

250,000%**

580,571**
927,526

1,172,697
1,018,021

* The 2014 compensation for executive officers includes the amount the company declared in
contributions to and the 2014 appreciation on balances in their Phantom Stock Plan

accounts.
** Former officer left company or retired in 2015.
*** Amount shown is 2015 base compensation.

Committees of the Board

The company's bylaws allow for the formation of certain committees by the board of

directors. The committees at the time of the examination are listed below:

Executive Committee Finance Committee

Robert T. Willis, Chair Richard G. Zimmermann, Chair
James A. Feddersen, Secretary John F. Schwalbach, Secretary
Margaret A. Farrow Kurt L. Olson

Harold G. Greenhill Paul J. Hoffman

Benjamin M. Salzmann



Audit & Enterprise Risk Management Committee
Michael R. Duckett, Chair

Lisa A. Mauer, Secretary

Rhonda E. Kirkwood

Harold C. Trescott



IV. AFFILIATED COMPANIES
ACUITY, A Mutual Insurance Company, is the ultimate parent of a holding company
system. The organizational chart below depicts the relationship among the affiliates in the group.
A brief description of the one subsidiary follows the organizational chart.

Organizational Chart
As of December 31, 2014

ACUITY, A Mutual Insurance
Company

Westland Insurance
Services, Inc.

Westland Insurance Services, Inc.

Westland organized in December 1968, is an owner and operator of insurance
agencies with 14 offices in Wisconsin and 1 in Minnesota. Westland’s written premium with
ACUITY is approximately 30% of Westland’s total book of business. The income recorded by
Westland is commission income on written premium. As of December 31, 2014, the audited
financial statements reported assets of $3,960,779, liabilities of $1,909,902, and stockholder’s
equity of $2,050,877. Operations for 2014 produced a net income of $76,151.

Agreements with Affiliates

Service Agreement

Effective September 15, 2001, the company entered into an agreement with
Westland, whereby the company is to provide certain services to its affiliate with respect to
management, payroll, accounting and human resources. Annually this agreement automatically
renews on the anniversary date. Any party may terminate this agreement with at least 30 days’
written notice. In the event of termination, ACUITY will provide reasonable assistance to the
affiliate to facilitate a smooth transfer of services for a period not to exceed 30 days following the
effective date of termination. This agreement was amended effective February 1, 2006, to modify

the termination clause to a 30-day notice and November 30, 2007, to remove ACUITY BANK.



The addendum to this agreement was further amended effective January 1, 2010, and October 1,
2013, to update charges for payroll services and human resources based on time spent by
ACUITY employees on these types of activities.

Federal Tax-Sharing Agreement

The company has a federal income tax-sharing agreement with Westland effective
December 18, 2002, whereby Westland pays the company for an amount not to exceed the
amount of tax they would have paid had a tax return been filed on a separate return basis. In the
event that Westland’s operations result in a tax loss, the company will pay to Westland in cash
the refund to which they would have been entitled had they filed a separate return, to the extent
there is a taxable benefit arising from the loss in the consolidated tax return. Settlement between
the parties is to occur within 45 days of the date on which the consolidated federal income tax
return is required to be filed. This agreement is in effect for each taxable year for which a
consolidated return is filed unless the agreement is amended, replaced, or terminated. This
agreement was amended effective December 22, 2006, to remove Greatway and amended
effective November 30, 2007, to remove ACUITY BANK.

State of Wisconsin Income Tax-Sharing Agreement

Effective December 31, 2009, the company implemented a tax-sharing agreement
with Westland regarding the assignment and allocation of State of Wisconsin income taxes.
Under this agreement, Westland will pay to the company the amount of state income tax that it
would have paid had it filed a separate Wisconsin state income tax return. In the event that
Westland'’s operations result in a Wisconsin state income tax loss, the company will pay to
Westland in cash the refund to which they would have been entitled had they filed a separate
Wisconsin state income tax return, to the extent there is a taxable benefit arising from the loss in
the Wisconsin combined tax return. The agreement is necessary as the State of Wisconsin has
adopted combined reporting requirements for income tax reporting. Settlements between the
parties are to occur quarterly and be remitted within 45 days of the end of the applicable quarter.
This agreement is in effect for each taxable year for which a combined return is filed unless the

agreement is amended, replaced, or terminated.
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V. REINSURANCE

The company's reinsurance portfolio and strategy is described below. A list of the

companies that have a significant amount of reinsurance in force at the time of the examination

follows. The contracts contained proper insolvency provisions.

Nonaffiliated Ceding Contracts

1.

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Premium:

Commissions:

Effective date:

Termination:
Type:

Reinsurer:

Scope:

First Multiple Line Excess of Loss

Various as brokered through Holborn Corporation. See Exhibit A
at the end of this section.

Section A: Property

Section B: Casualty, including worker’'s compensation
Section C: All losses involving Sections A & B

Section A: $1,500,000 each loss, each risk

Section B: $1,500,000 each event

Section C: $1,500,000 each loss/event

Section A: $2,500,000 excess of $1,500,000 each loss, each
risk, subject to a per occurrence limit of $7,500,000 and an
annual aggregate limit of $12,500,000 for terrorism

Section B: $2,500,000 excess of $1,500,000 each event or in
the aggregate, and subject to annual aggregate limits of
$12,500,000 for terrorism

Section C: $1,500,000 each and every event excess of
$1,500,000 each and every event, for any loss involving both

Sections A & B

1.90% applied to the subject net earned premium and an annual
deposit premium of $24,129,000 subject to a minimum of $19,303,200

None

January 1, 2015

January 1, 2016

Second Multiple Line Excess of Loss

Various as brokered through Holborn Corporation. See Exhibit A
at the end of this section.

Section A: Property

Section B: Casualty, including worker’'s compensation

11



Retention:

Coverage:

Premium:

Commissions:

Effective date:

Termination:

Type:

Reinsurer:

Scope:
Retention:

Coverage:

Premium:

Commissions:

Effective date:

Termination:
Type:
Reinsurer:

Scope:

Retention:

Section A: $4,000,000 each loss, each risk

Section B: $4,000,000 each event or in the aggregate

Section A: $12,000,000 excess of $4,000,000 each loss, each
risk, subject to a per occurrence limit of $24,000,000 and an
annual aggregate limit of $24,000,000 for terrorism

Section B: $12,000,000 excess of $4,000,000 each event or in
the aggregate, subject to annual aggregate limits of $24,000,000
for terrorism

0.89% applied to the subject net earned premium and an annual
deposit premium of $10,323,000 subject to a minimum of $8,258,400

None

January 1, 2015

January 1, 2016

Property Per Risk Excess of Loss

Various as brokered through Holborn Corporation. See Exhibit B
at the end of this section.

All business classified by the company as property business
$16,000,000 each loss, each risk

$28,000,000 excess of $16,000,000 each loss, each risk, subject
to a per occurrence limit of $28,000,000, annual aggregate limit
of $28,000,000 for terrorism, and an annual aggregate limit of
$84,000,000. Two full reinstatements with the first being free
and the second at an additional premium calculated at pro rata of
the annual premium under the agreement, being pro rata as to
the fraction of the face value of the agreement.

0.195% applied to the subject net earned premium and an annual
deposit premium of $550,213 subject to a minimum of $440,170

None

January 1, 2015

January 1, 2016

Worker's Compensation Per Person Excess of Loss
Safety National Casualty Corporation

All business classified by the company as worker’s
compensation and employers’ liability

$16,000,000 each event

12



Coverage:

Premium:

Commissions:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Premium:

Commissions:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

$4,000,000 excess of $16,000,000 each event or in aggregate
as respects occupational disease and cumulative injury, but
subject to a limit of $4,000,000 per person per occurrence and in
the aggregate for terrorism. One full reinstatement being
calculated at pro rata of the annual premium under the
agreement, being pro rata as to the fraction of the face value of
the agreement reinstated.

0.058% applied to the subject net earned premium and an annual
deposit premium of $175,000 subject to a minimum of $140,000

None

January 1, 2015

January 1, 2016

Third Casualty Excess of Loss

Various as brokered through Holborn Corporation. See Exhibit C
at the end of this section.

All business classified by the company as casualty business,
including worker’'s compensation

$16,000,000 each event

$16,000,000 excess of $16,000,000 each event or in aggregate
as respects occupational disease and cumulative injury, but
subject to annual aggregate limits of $32,000,000 for all events
including terrorism. One full reinstatement being calculated at
pro rata of the annual premium under the agreement, being

pro rata as to the fraction of the face value of the agreement
reinstated.

0.0925% applied to the subject net earned premium and an annual
deposit premium of $756,500 subject to a minimum of $605,200

None

January 1, 2015

January 1, 2016

Fourth Casualty Excess of Loss

Various as brokered through Holborn Corporation. See Exhibit C
at the end of this section.

All business classified by the company as casualty business,
including worker’'s compensation

$32,000,000 each event

13



Coverage:

Premium:

Commissions:

Effective date:

Termination:

Type:

Reinsurer:

Scope:
. First Layer
Retention:

Coverage:

Premium:

b. Second Layer

Retention:

Coverage:

$50,000,000 excess of $32,000,000 each event or in aggregate
as respects occupational disease and cumulative injury, but
subject to an annual aggregate limit of $100,000,000 and an
annual aggregate limit of $50,000,000 for terrorism. One full
reinstatement being calculated at pro rata of the annual premium
under the agreement, being pro rata as to the fraction of the face
value of the agreement reinstated.

0.122% applied to the subject net earned premium and an annual
deposit premium of $1,000,000 subject to a minimum of $800,000

None

January 1, 2015

January 1, 2016

Property Catastrophe Excess of Loss

Various as brokered through Holborn Corporation. See Exhibit D
at the end of this section, except for the top layer which is shown
separately in 7e.

Property risks classified by the company as property

$10,000,000 ultimate net loss each loss occurrence

$10,000,000 excess of $10,000,000 each loss occurrence
subject to an annual aggregate of $20,000,000

1.272% applied to the subject net earned premium and an
annual deposit premium of $4,350,000 subject to a minimum of
$3,480,000. One full automatic reinstatement at no additional
charge.

1.403% applied to the subject net earned premium and an
annual deposit premium of $4,800,000 subject to a minimum of
$3,840,000. One full automatic reinstatement at no additional
charge for 19.5% of layer coverage provided by Everest
Reinsurance Company.

1.14% applied to the subject net earned premium and an annual
deposit premium of $3,900,000 subject to a minimum of
$3,120,000. One 50% automatic reinstatement calculated at
pro rata of the annual premium under the agreement, being

pro rata as to the fraction of the face value of this layer of the
agreement reinstated for 30% of layer coverage provided by
R+V Versicherung AG.

$20,000,000 ultimate net loss each loss occurrence

$20,000,000 excess of $20,000,000 each loss occurrence
subject to an annual aggregate of $40,000,000

14



Premium:

. Third Layer
Retention:

Coverage:

Premium:

. Fourth Layer
Retention:

Coverage:

Premium:

Commissions:
Effective date:
Termination:

. Top Layer

Reinsurers:

Retention:

Coverage:

Premium:

0.526% applied to the subject net earned premium and an
annual deposit premium of $1,800,000 subject to a minimum of
$1,440,000. One full automatic reinstatement calculated at

pro rata of the annual premium under the agreement, being
pro rata as to the fraction of the face value of this layer of the
agreement reinstated.

$40,000,000 ultimate net loss each loss occurrence

$20,000,000 excess of $40,000,000 each loss occurrence
subject to an annual aggregate of $40,000,000

0.240% applied to the subject net earned premium and an
annual deposit premium of $820,000 subject to a minimum of
$656,000. One full automatic reinstatement calculated at

pro rata of the annual premium under the agreement, being
pro rata as to the fraction of the face value of this layer of the
agreement reinstated.

$60,000,000 ultimate net loss each loss occurrence

$140,000,000 excess of $60,000,000 each loss occurrence
subject to an annual aggregate of $280,000,000

0.819% applied to the subject net earned premium and an
annual deposit premium of $2,800,000 subject to a minimum of
$2,240,000. One full automatic reinstatement calculated at

pro rata of the annual premium under the agreement, being

pro rata as to the fraction of the face value of this layer of the
agreement reinstated.

None
January 1, 2015

January 1, 2016

Lancashire Insurance Company Limited 39.10%

Houston Casualty Company 45.90

MS Frontier Reinsurance Ltd. 15.00
100.00%

$200,000,000 ultimate net loss each loss occurrence

$70,000,000 excess of $200,000,000 each loss occurrence
subject to an annual aggregate of $140,000,000

0.368% applied to the subject net earned premium and an
annual deposit premium of $1,260,000 subject to a minimum of
$1,260,000. One full automatic reinstatement calculated at

pro rata of the annual premium under the agreement, being

15



Commissions:

Effective date:

Termination:

Type:

Reinsurers:

Scope:
Retention:

Coverage:

Premium:

Commissions:

Effective date:

Termination:

pro rata as to the fraction of the face value of this layer of the
agreement reinstated.

None
January 1, 2015
January 1, 2016

Property Catastrophe Aggregate Excess of Loss

Everest Reinsurance Company 20.00%

Hannover Riick SE 30.00

Collateralised Re Ltd. 50.00
100.00%

All business classified by the company as property
$45,000,000 or $55,000,000 as described below

$30,000,000 excess of $45,000,000 arising out of total
catastrophe loss occurrences exceeding $1,000,000 as follows:
regular storm [120 consecutive hours (5 days)]; riot

[96 consecutive hours (4 days)]; earthquake [168 consecutive
hours (7 days)]; firestorm [168 hours (7 days)]; freeze/winter
storm [168 consecutive hours (7 days)]

$30,000,000 excess of $55,000,000 arising out of total
catastrophe loss occurrences exceeding $1,000,000 as follows:
regular storm [120 consecutive hours (5 days)]; riot [96
consecutive hours (4 days)]; earthquake [168 consecutive hours
(7 days)]; firestorm [168 hours (7 days)]; freeze/winter storm
[720 consecutive hours (30 days)]

0.877% applied to the subject net earned premium and an
annual deposit premium of $3,000,000 subject to a minimum of
$2,400,000 for 20% of coverage provided by Everest
Reinsurance Company ($30,000,000 excess $45,000,000)

0.658% applied to the subject net earned premium and an
annual deposit premium of $2,250,000 subject to a minimum of
$1,800,000 for 30% of coverage provided by Hannover Riick SE
and 50% of coverage provided by Collateralised Re Ltd.
($30,000,000 excess $55,000,000)

None

January 1, 2015

January 1, 2016

16



Exhibit A
Multiple Line Excess of Loss
Participation Schedule

Participation

Reinsurer 1st Layer 2nd Layer
Aspen Insurance U.K. Ltd. 0.00% 10.00%
Everest Reinsurance Company 0.00 4.50
Hannover Rick SE 28.00 28.00
Munich Reinsurance America, Inc. 0.00 0.00
Partner Reinsurance Company of the U.S. 6.00 0.00
SCOR Reinsurance Company 5.00 0.00
Swiss Reinsurance America Corporation 40.00 15.00
The Toa Reinsurance Company of America 6.00 0.00
Transatlantic Reinsurance Company 5.00 30.00
Lloyd's Syndicate 566 10.00 12.50
Total 100.00% 100.00%
Exhibit B

Property Per Risk Excess of Loss
Participation Schedule

Reinsurer Participation
Aspen Insurance U.K. Ltd. 10.00
Everest Reinsurance Company 15.00
Hannover Rick SE 20.00
R+V Versicherung AG 16.50
London: Various Lloyd’s Underwriters 38.50
Total 100.00%
Exhibit C

Casualty Excess of Loss
Participation Schedule

Participation

Reinsurer 3rd Layer 4th Layer
Arch Reinsurance Company 10.00% 10.00%
Aspen Insurance U.K. Ltd. 8.00 7.00
Endurance Reinsurance Corporation of America 9.00 9.00
Hannover Riick SE 5.00 0.00
Safety National Casualty Corporation 7.50 27.50
Transatlantic Reinsurance Company 15.00 0.00
London: Various Lloyd’s Underwriters 45.50 46.50
Total 100.00% 100.00%
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Participation Schedule

Reinsurer

Allied World Insurance Company
American Agricultural Insurance Company
Amlin AG

Arch Reinsurance Company

Ariel 1910 ARE

Argo Reinsurance Limited

Aspen Insurance Limited

Employers Mutual Casualty Company
Everest Reinsurance Company

Hannover Rick SE

Houston Casualty Company

Mapfre Re Compania De Reaseguros, S.A.
Montpelier Reinsurance Ltd.

Partner Reinsurance Company Ltd.

Qatar Reinsurance Company, LLC

R+V Versicherung AG

SCOR Reinsurance Company

Sirius International Insurance Corporation
Sompo Japan Insurance Inc.

The Toa Reinsurance Company of America
XL Re Ltd.

London: Various Lloyd’s Underwriters

Total

Exhibit D
Property Catastrophe Excess of Loss
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Participation

1st Layer 2nd Layer

7.50% 7.50%
0.00 3.25
0.00 0.00
0.00 0.00
0.00 0.00
0.00 7.50
2.00 0.00
2.50 1.50
19.50 0.00
0.00 6.00
0.00 0.00
0.00 7.50
0.00 15.00
0.00 25.00
0.00 1.25
30.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 3.00
35.00 0.00
3.50 22.50

100.00% 100.00%

3rd Layer 4th Layer

0.00% 1.60%
3.00 1.40
0.00 3.00
0.00 4.00
4.00 2.25
7.50 0.00
2.00 2.00
1.50 0.40
12.50 0.00
5.00 7.50
0.00 0.25
7.50 7.50
10.00 7.50
0.00 4.00
2.00 3.00
6.30 5.00
0.00 3.00
4.00 8.00
0.00 8.00
2.00 0.00
0.00 0.00
32.70 31.60

100.00%  100.00%




VI. FINANCIAL DATA
The following financial statements reflect the financial condition of the company as
reported to the Commissioner of Insurance in the December 31, 2014, annual statement.
Adjustments made as a result of the examination are noted at the end of this section in the area
captioned "Reconciliation of Surplus per Examination." Also included in this section are
schedules that reflect the growth of the company, NAIC Insurance Regulatory Information System
(IRIS) ratio results for the period under examination, and the compulsory and security surplus

calculation.
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ACUITY, A Mutual Insurance Company

As of December 31, 2014

Bonds
Stocks:
Common stocks
Real estate:
Occupied by the company
Cash, cash equivalents, and short-term
investments
Receivables for securities
Investment income due and accrued
Premiums and considerations:
Uncollected premiums and agents'
balances in course of collection
Deferred premiums, agents'
balances, and installments booked
but deferred and not yet due
Accrued retrospective premiums
Reinsurance:
Amounts recoverable from reinsurers
Current federal and foreign income tax
recoverable and interest thereon
Net deferred tax asset
Guaranty funds receivable or on
deposit
Electronic data processing equipment
and software
Furniture and equipment, including
health care delivery assets
Receivable from parent, subsidiaries,
and affiliates
Write-ins for other than invested
assets:
Prepaid expenses
Security deposit

Total Assets

Assets

Net
Nonadmitted Admitted
Assets Assets Assets
$1,799,441,978 $ $1,799,441,978
772,208,156 772,208,156
82,651,852 82,651,852
45,005,403 45,005,403
998,836 998,836
23,099,896 23,099,896
51,435,502 5,401,909 46,033,593
313,925,790 1,128,155 312,797,635
5,417,878 5,417,878
8,999,499 8,999,499
1,429,746 1,429,746
131,682 131,682
8,901,764 6,251,857 2,649,907
8,302,455 8,302,455
90,307 90,307
7,278,655 7,278,655
394,950 394,950
$3,129,714,349 $28,757,981 $3,100,956,368
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ACUITY, A Mutual Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2014

Losses
Loss adjustment expenses
Commissions payable, contingent commissions, and
other similar charges
Other expenses (excluding taxes, licenses, and fees)
Taxes, licenses, and fees (excluding federal and
foreign income taxes)
Unearned premiums
Advance premium
Dividends declared and unpaid:
Policyholders
Ceded reinsurance premiums payable (net of ceding
commissions)
Amounts withheld or retained by company for account
of others
Provision for reinsurance
Payable for securities
Write-ins for liabilities:
Severance liability

Total liabilities

Write-ins for special surplus funds:
Undeclared dividends $
Guaranty funds

Unassigned funds (surplus)

19,136,000
1,500,000
1,302,763,696

Surplus as regards policyholders

Total Liabilities and Surplus
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$ 854,851,456
224,660,794

35,432,632
69,118,897

7,716,148
560,207,783
8,171,111
7,612,000

(698,541)
3,595,115

2,200
6,507,194

379,883

1,777,556,672

1,323,399,696

$3,100,956,368



ACUITY, A Mutual Insurance Company
Summary of Operations
For the Year 2014

Underwriting Income

Premiums earned $1,140,263,899
Deductions:

Losses incurred $634,959,028

Loss adjustment expenses incurred 107,808,726

Other underwriting expenses incurred 332,722,088
Total underwriting deductions 1,075,489,842
Net underwriting gain (loss) 64,774,057
Investment Income
Net investment income earned 91,566,504
Net realized capital gains (losses) 10,232,012
Net investment gain (loss) 101,798,516

Other Income
Net gain (loss) from agents' or premium balances

charged off (1,213,237)
Finance and service charges not included in premiums 4,044,512
Write-ins for miscellaneous income:
Home office commissions 61
Other 152,496
Total other income 2,983,832

Net income (loss) before dividends to policyholders and

before federal and foreign income taxes 169,556,405
Dividends to policyholders 19,259,349
Net income (loss) after dividends to policyholders but

before federal and foreign income taxes 150,297,056
Federal and foreign income taxes incurred 37,081,658
Net Income $ 113,215,398
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ACUITY, A Mutual Insurance Company

Cash Flow
For the Year 2014

Premiums collected net of reinsurance

Net investment income

Miscellaneous income

Total

Benefit- and loss-related payments

Commissions, expenses paid, and
aggregate write-ins for deductions

Dividends paid to policyholders

Federal and foreign income taxes paid
(recovered)

Total deductions

Net cash from operations

Proceeds from investments sold,
matured, or repaid:

Bonds $253,355,764
Stocks 112,416,301
Miscellaneous proceeds (461.,638)

Total investment proceeds
Cost of investments acquired (long-term

only):
Bonds 428,122,385
Stocks 122,259,852
Real estate 25,633,478
Miscellaneous applications (4,593,523)

Total investments acquired
Net cash from investments

Cash from financing and miscellaneous
sources:
Other cash provided (applied)
Net cash from financing and
miscellaneous sources

Reconciliation:
Net change in cash, cash equivalents,
and short-term investments
Cash, cash equivalents, and short-term
investments:
Beginning of year

End of Year
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$567,615,725

416,089,617
18,744,349

47,875,329

365,310,427

571,422,192

(4,944,958)

$1,154,209,276
103,742,249
2,985,832
1,260,937,357

1,050,325,020
210,612,337

(206,111,765)

(4,944,958)

(444,386)

45,449,789

$ 45,005,403



ACUITY, A Mutual Insurance Company
Compulsory and Security Surplus Calculation
December 31, 2014

Assets $3,100,956,368
Less liabilities 1,777,556,672
Adjusted surplus 1,323,399,696
Annual premium:

Lines other than accident and health $1,173,122,751

Factor 20%
Compulsory surplus (subject to a minimum of

$2 million) 234,624,550

Compulsory Surplus Excess (or Deficit) $1,088,775,146
Adjusted surplus (from above) $1,323,399,696

Security surplus: (140% of compulsory surplus, factor
reduced 1% for each $33 million in premium written
in excess of $10 million, with a minimum factor of

110%) 258,087,005
Security Surplus Excess (or Deficit) $1,065,312,691
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ACUITY, A Mutual Insurance Company
Reconciliation and Analysis of Surplus
For the Five-Year Period Ending December 31, 2014

The following schedule is a reconciliation of total surplus during the period under

examination as reported by the company in its filed annual statements:

2014

Surplus,
beginning of
year

Net income

Change in net
unrealized
capital
gains/losses

Change in net
deferred
income tax

Change in
nonadmitted
assets

Change in
provision for
reinsurance

Additional
Deferred Tax
Asset —
SSAP 10R

$1,202,321,936
113,215,398

4,585,399

11,047,013

(7,769,996)

(54)

2013

$ 994,265,131
111,073,764

91,936,951

9,444,986

(4,403,714)

4,818

2012

$870,402,501
95,364,903

26,595,236

1,955,849

(245,872)

192,514

2011

$825,785,766
50,519,799

(10,466,116)

300,546

1,269,524

126,522

2,866,480

2010

$729,708,178
57,701,526

25,206,275

1,023,205

12,437,582

(291,000)

Surplus, End of
Year

$1,323,399,696

$1,202,321,936
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$994,265,131

$870,402,501

$825,785,766



ACUITY, A Mutual Insurance Company

Insurance Regulatory Information System

For the Five-Year Period Ending December 31, 2014

The company’s NAIC Insurance Regulatory Information System (IRIS) results for the

period under examination are summarized below. There were no unusual results.

#1
#2
#3
#4
#5
#6
#7
#8
#9
#10
#11

#12

#13

Surplus as
Admitted Regards
Year Assets Liabilities Policyholders
2014 $3,100,956,368 $1,777,556,672 $1,323,399,696
2013 2,826,417,384 1,624,095,448 1,202,321,936
2012 2,475,232,572 1,480,967,441 994,265,131
2011 2,231,677,132 1,361,274,631 870,402,501
2010 2,125,991,841 1,300,206,075 825,785,766
2009 1,980,962,252 1,251,254,074 729,708,178
Loss
Gross Net and
Premium Premium Premium LAE
Year Written Written Earned Ratio
2014 $1,242,974,878 $1,189,179,922 $1,140,263,899 65.1%
2013 1,124,309,911 1,074,019,868 1,014,982,965 62.0
2012 982,922,842 937,834,786 874,611,407 63.2
2011 839,592,267 798,967,523 769,831,489 67.9
2010 776,693,232 736,895,959 717,919,148 68.3
2009 744,709,864 703,754,560 707,107,416 67.8

Ratio 2014 2013 2012
Gross Premium to Surplus 94% 94% 99%
Net Premium to Surplus 90 89 94
Change in Net Premiums Written 11 15 17
Surplus Aid to Surplus 0 0 0
Two-Year Overall Operating Ratio 85 85 88
Investment Yield 3.6 3.4 3.6
Gross Change in Surplus 10 21 14
Change in Adjusted Surplus 10 21 14
Liabilities to Liquid Assets 55 55 59
Agents’ Balances to Surplus 3 3 4
One-Year Reserve Development

to Surplus (4) (6) )
Two-Year Reserve Development

to Surplus (10) (12) (14)
Estimated Current Reserve

Deficiency to Surplus 0 3 0

Growth of ACUITY, A Mutual Insurance Company

2011 2010
96% 94%
92 89

8 5
0 0
a0 91
3.7 3.7
5 13
5 13
63 64
4 4
9) )
(17) (11)
9) (15)
Net
Income

$113,215,398
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111,073,764
95,364,903
50,519,779
57,701,526
42,274,748

Expense Combined
Ratio Ratio
27.7% 92.8%
28.2 90.2
28.6 91.8
28.9 96.8
30.1 98.4
30.3 98.1



As noted earlier in this report, the company sold all material assets of its wholly
owned subsidiary, Westland Insurance Services, effective June 30, 2015, and the name of the
remaining entity was subsequently changed to Straight West Insurance Agency, Inc.

During the period under examination, the company’s admitted assets increased 56%,
premiums earned increased 61%, and surplus increased by 81%. The company’s investment
portfolio is managed conservatively to provide reasonable returns which limit exposure to risk. To
achieve those goals, the company invests approximately 67% in high quality bonds, 29% in
common stocks and the remainder in short-term investments. The increase in admitted assets
and surplus was a result of growth in investment income from those investments and overall

underwriting profitability of the company during the examination period.

Reconciliation of Surplus per Examination
No adjustments were made to surplus as a result of the examination. The amount of

surplus reported by the company as of December 31, 2014, is accepted.
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VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There were no specific comments and recommendations in the previous examination

report.
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Summary of Current Examination Results
There were no adverse or material examination findings as a result of the current

examination of the company.
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VIIl. CONCLUSION

There were no recommendations made by the previous examination. The current
examination resulted in no adverse comments or recommendations. No adjustments were made
to surplus as a result of the examination. The amount of surplus reported by the company as of
December 31, 2014, is accepted.

During the period under examination, the company’s admitted assets increased 56%,
premiums earned increased 61%, and surplus increased by 81%. The company’s investment
portfolio is managed conservatively to provide reasonable returns which limit exposure to risk. To
achieve those goals, the company invests approximately 67% in high quality bonds, 29% in
common stocks and the remainder in short-term investments. The increase in admitted assets
and surplus was a result of growth in investment income from those investments and overall
underwriting profitability of the company during the examination period.

There were no significant changes in the company’s products since the previous
examination. Growth in premiums is attributable to a combination of expansion in existing states,

pricing increases, expansion in new states, and maintaining retention of existing customers.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

There were no recommendations made as a result of this examination.
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XI. SUBSEQUENT EVENTS
On June 24, 2015, ACUITY, Westland and TRICOR entered into an Asset Purchase
Agreement. Effective June 30, 2015, TRICOR purchased substantially all of the assets of
Westland, and Westland changed its name to Straight West Insurance Agency, Inc. ACUITY has
begun the process of dissolving Straight West Insurance Agency, Inc.; upon dissolution, ACUITY

will have no remaining subsidiaries.
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