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State of Wisconsin / OEEICE OF THE COMMISSIONER OF INSURANCE

125 South Webster Street e P.O. Box 7873

Scott Walker, Governor Madison, Wisconsin 53707-7873
Theodore K. Nickel, Commissioner Phone: (608) 266-3585 o Fax: (608) 266-9935
October 9, 2014 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:

JEWELERS MUTUAL INSURANCE COMPANY
Neenah, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of Jewelers Mutual Insurance Company (JMIC or the
company) was conducted in 2009 as of December 31, 2008. The current examination covered
the intervening period ending December 31, 2013, and included a review of such 2014
transactions as deemed necessary to complete the examination.
The examination was conducted using a risk-focused approach in accordance with

the NAIC Financial Condition Examiners Handbook, which sets forth guidance for planning and

performing an examination to evaluate the financial condition and identify prospective risks of an
insurer. This approach includes the obtaining of information about the company including
corporate governance, the identification and assessment of inherent risks within the company,
and the evaluation of system controls and procedures used by the company to mitigate those
risks. The examination also included an assessment of the principles used and significant

estimates made by management, as well as an evaluation of the overall financial statement



presentation and management’s compliance with statutory accounting principles, annual
statement instructions, and Wisconsin laws and regulations.

The examination consisted of a review of all major phases of the company's
operations and included the following areas:

History

Management and Control

Corporate Records

Conflict of Interest

Fidelity Bonds and Other Insurance

Employees' Welfare and Pension Plans

Territory and Plan of Operations

Affiliated Companies

Growth of Company

Reinsurance

Financial Statements

Accounts and Records

Data Processing

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 is a mutual property and casualty insurer which was incorporated in
March 1913 and commenced business in June 1914. The company writes fire, allied lines,
commercial multi-peril, and inland marine coverage on retail, wholesale, and manufacturing
jewelers and watchmakers, as well as inland marine coverage on personal jewelry. The company
is licensed in all 50 states and writes business in all states as well as the District of Columbia and
all provinces in Canada.

In 2013, the company wrote direct premium in the following states:

New York $ 17,883,319 11.8%
Florida 17,192,912 11.3
California 17,139,099 11.3
Texas 14,685,775 9.7
New Jersey 7,044,257 4.7
All others 77,701,050 51.2
Total $151,646,412 100.0%

The company markets its product through two divisions, Commercial Lines and
Personal Lines. The major products marketed by the company include jeweler’s block,
commercial property and liability coverages, and personal jewelry coverage. The major products
are marketed through approximately 288 independent agents and through direct marketing.
Commercial Line products are sold through an agency distribution system, while Personal Line
products are sold mainly through direct channels. In Commercial Lines the average premium is
about $8,000, and in Personal Lines the average premium is about $250. Personal Line business
continues to experience strong growth, and this is expected to continue.

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

in 2013. The growth of the company is discussed in the “Financial Data” section of this report.

Direct Reinsurance Reinsurance Net
Line of Business Premium Assumed Ceded Premium
Fire $ 210,609 $0 $ 208,758 $ 1,850
Allied lines 8,180 0 8,114 66
Commercial multiple peril 23,758,347 0 3,294,229 20,464,118
Inland marine 127,669,276 0 4,372,112 123,297,164

Total All Lines $151,646,412
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$7,883,214  $143,763,198



[l. MANAGEMENT AND CONTROL

Board of Directors

The board of directors consists of 12 members. These directors include 11 “outside”
directors, plus the Chief Executive Officer of the company (CEQ). Directors typically serve three-
year terms, though the terms directors are nominated to serve may vary from one to three years
to help regulate board continuity. The CEO is nominated annually for a one-year term. Directors
nominated for board service are elected at the annual meeting of members each May. Officers
are elected at the board's annual organizational meeting that follows the annual meeting of
members. The board members currently receive an annual retainer of $45,000 for board service;
the chair and vice chair of the board, and board committees, receive supplemental fees for
service in those leadership positions, as described below. Incremental board officer
compensation is as follows:

- Board Chair — $35,000

- Board Vice Chair — $6,000

- Audit Committee Chair — $8,000

- Compensation Committee Chair — $6,000

- Investment Committee Chair — $4,000

- Corporate Governance Committee Chair — $4,000

- Committee Vice Chair — $2,000 (any Committee)

Currently the board of directors consists of the following persons:

Name and Residence Principal Occupation Term Expires
Darwin Copeman President and CEO 2015
Kaukauna, WI Jewelers Mutual Insurance Company

Cathy Calhoun Retail Jeweler 2017
Spring City, PA Calhoun Jewelers

John Michaels* Retail Jeweler 2014
Southbury, CT Michaels, Inc.

John Ward Founder and CEO 2017
Cincinnati, OH Cincinnatus Partners

Jonathan Bridge Co-CEO and General Counsel 2017
Seattle, WA Ben Bridge Jewelers

Sherry Manetta Managing Director 2017
Avon, CT Risk & Capital Management Solutions

Conning & Company



Name and Residence

H. David Lundgren
Tiburon, CA

Hugh Glenn
Palm Springs, CA

Nancee James
Baltimore, MD

Craig Underwood
Fayetteville, AR

Kurt Steckbeck
Chicago, IL

Alexander Barcados
Toronto, ON

Mark Fiebrink
Naples, FL

Principal Occupation

Chief Operating Officer
IBDG

Retired Owner
Cyma Watch

Insurance Industry Consultant
Cross Keys Consulting, Inc.

Retail Jeweler
Underwood’s Fine Jewelers

Manufacturer/Retail Jeweler
North American Jewelers, Inc.

Gemstone Supplier/Co-owner
C.D. Barcados Co. Ltd.

Retired
Insurance Executive

Term Expires

2015

2015

2015

2015

2016

2016

2016

*John Michaels retired from the board of directors in 2014.

Officers of the Company

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

Name

Darwin Copeman
Mark Willson

Paul Fuhrman
Jared Ashland
Christopher Hartrich

Kelly Kinas
Timothy Riedl
David Sexton

Office

President and CEO

VP, General Counsel and Corporate Secretary
VP, Chief Financial Officer and Treasurer

VP, Information Technology

VP, Human Resources and Organizational

Development

Corporate Controller and Assistant Treasurer

SVP, Commercial Lines
VP, Loss Prevention

Committees of the Board

2013
Compensation

$874,340
249,727
250,359
209,450
245,769

171,610
181,798
193,694

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:

Compensation/Benefits Committee
Dave Lundgren, Chair

Craig Underwood, Vice Chair

Hugh Glenn

Kurt Steckbeck

Nancee James

Sherry Manetta

Audit Committee

Nancee James, Chair
Sherry Manetta, Vice Chair
Alexander Barcados

Cathy Calhoun

Mark Fiebrink

John Ward



Corporate Governance Committee
Alexander Barcados, Chair
Jonathan Bridge, Vice Chair

Craig Underwood

Hugh Glenn

Darwin Copeman

Mark Fiebrink

Investment Committee
Cathy Calhoun, Chair
John Ward, Vice-Chair
Jonathan Bridge

Kurt Steckbeck

Darwin Copeman

H. David Lundgren



IV. AFFILIATED COMPANIES
Jewelers Mutual Insurance Company is the ultimate parent of a holding company
system. The organizational chart below depicts the relationships among the affiliates in the
group. A brief description of the significant affiliates follows the organizational chart. In addition
to its affiliations with JM Insurance Services, LLC, and JM Holdings, Inc., the company maintains
a significant relationship with another organization in the jewelry industry, Jewelers’ Security
Alliance (JSA).

Organizational Chart
As of December 31, 2013

Jewelers Mutual Insurance
Company

JM Holdings, Inc. JM Insurance Services,
LLC

JM Holdings, Inc., was formed in 1997. JM Insurance Services, LLC (JMIS) was
organized at the end of 2000. The capitalization for JM Holdings, Inc., was negligible. The
company fully capitalized JMIS in 2001 for $930,000. The reason for forming these companies
was to provide JMIC the opportunity to diversify its current operations and to better serve its
customers.

JM Holdings, Inc.

JM Holdings, Inc. (Holdings) provides the potential to assist in expanding the
company’s business. Presently, it does not offer any products or services. As of
December 31, 2013, the audited financial statements of Holdings reported assets of $12,195,
liabilities of $0, and stockholder equity of $12,195. Operations for 2013 produced net income of
$12.

JM Insurance Services, LLC
JMIS was incorporated on December 4, 2000, with a $930,000 contribution from

JMIC, to be a limited liability company whose sole member is IMIC. The original intent was to



establish a JIMIC-owned agency for the purchase and retention of a book of California business.
JMIS continues to operate as an independent insurance agency conducting business in Alaska,
Arizona, California, Idaho, Minnesota, Nevada, Oregon, Washington and Wisconsin. As of
December 31, 2013, the audited financial statements of JMIS reported assets of $450,154,
liabilities of $100,809, and equity of $349,345. Operations for 2013 produced net income of
$249,801.
Jewelers Security Alliance

Jewelers Security Alliance (JSA), a nonprofit trade association located in New York
City, was formed in 1883 to assist the jewelry industry in crime prevention. The organization
compiles data on all types of criminal activity that affects the jewelry industry. This information is
distributed to JSA members through publications, a Web site, seminars, and consulting activities.
JSA also provides technical information on alarm systems, safes, and other crime prevention
hardware, as well as sharing data and analysis with the FBI and local law enforcement agencies.

JMIC believes that it has benefited from its policyholders’ membership in JSA and
has instituted a program in which it pays the JSA membership fee each year for its commercial
policyholders. JMIC believes JSA’s activities are an integral part of its loss control efforts.
Agreements with Affiliates

In 2001, the company entered into a management agreement with its affiliate, JIMIS,
which provides for the reimbursement of expenses incurred by the company for furnishing JMIS

with employees, goods, and services.



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. The company’s reinsurance
program consists primarily of ceding commercial lines excess of loss coverage to multiple
reinsurance companies through a broker; the company complied with the Reinsurance
Intermediary regulation. Personal jewelry reinsurance is placed on a facultative basis. JMIC has
historically ceded a relatively small amount of business, and that trend continued during the
period under examination. In 2013 the company ceded 5.1% of written premium.

In addition to the following contracts, the company cedes, on a facultative basis, the
portion of any large single insured property risk that is above $120 million. The company
currently does not assume any reinsurance.

Nonaffiliated Ceding Contracts
1. Type: Facultative Excess of Loss
Reinsurers: General Reinsurance Corporation

Effective date: January 1, 2009

Scope: Inland marine: Jewelers’ block — personal jewelry
Retention: US $1,000,000; CN $500,000
Coverage: US 100% of $7,000,000 in excess of $1,000,000 on each risk; CN 100% of

$2,500,000 in excess of $500,000 on each risk

Premium: US varies from 12% for $1,000,000 to $1,500,000 insured value to 40% for
$7,000,000 to $8,000,000 insured value; CN varies from 10% for $500,000 to
$750,000 insured value to 24% for $2,500,000 to $3,000,000 insured value

Termination:  90-day notice to end. Ceded risk continues to the end of each policy.

2. Type: Property Per Risk Excess of Loss

Broker: Guy Carpenter

Reinsurers: Layer
Name : First Second
Platinum Underwriters Reinsurance, Inc. 20.00% 8.00%
QBE Reinsurance Corp. 12.00 17.50
The Toa Reinsurance Company of America  10.00 10.00
Allied World Assurance Company Ltd. 2.00 5.00
Hannover Rickversicherung AG 8.00 10.00



Effective date:

Scope:

Retention:

Coverage:

Premium:

Termination:

Type:

Broker:

Layer

Name : First Second
Mapfre Re Compania de Reaseguros 4.00% 6.50%
Lloyds Syndicates:
#510 0.00 5.00
#780 2.00 7.50
#2001 8.00 10.00
#2014 4.00 8.00
#2987 10.00 12.50
Lloyds Subtotal 24.00 43.00
Total 80.00%  100.00%

January 1, 2014

Property business: Flood, earthquake, fire, allied lines, business package
policies, commercial package policies, and inland marine including jewelers’
block

$2,000,000

First Layer: 80% of $5,000,000 in excess of $2,000,000 per risk subject to a
maximum limit of liability to the reinsurer of $10,000,000 per occurrence.
This policy can reinstate the first time for no extra charge. A second
reinstatement will be paid for by pro rata share of the reinstatement.

Second Layer: 100% of $13,000,000 in excess of $7,000,000 per risk
subject to a maximum limit of liability to the reinsurer of $26,000,000 per
occurrence. This policy can reinstate the first time for 50% of pro rata
amount of reinstatement. A second reinstatement will be paid for by 100%
pro rata amount of the reinstatement.

First Layer: Deposit premium of $720,000, payable in four equal
installments. Premium is calculated at 1.32% of net earned premium.
Minimum premium is $576,000.

Second Layer: Deposit premium of $650,000, payable in four equal
installments. Premium is calculated at 0.95% of net earned premium.
Minimum premium is $520,000.

This agreement shall be effective on losses occurring between 12:01 a.m.,
Local Standard Time, at the location of the risk January 1, 2014, and

12:01 a.m., Local Standard Time, at the location of the risk January 1, 2015
Property Excess Cessions

Guy Carpenter

10



Reinsurers: XL Reinsurance America 22.50%
Lloyds Syndicates:

#1861 7.50

#2001 5.00

#2003 32.50

#3210 32.50
Lloyds Subtotal 77.50
Total 100.00%

Effective date: January 1, 2014

Scope: Property business: Flood, earthquake, fire, allied lines, business package
policies, commercial package policies, and inland marine including jewelers’
block

Retention: $20,000,000

Coverage: 100% of $100,000,000 each and every loss each and every risk or risk unit in

excess of $20,000,000 each and every loss each and every risk or risk unit.

Premium: For policy values $10,000,000 excess of $20,000,000 in respect of all risks,
0.1550% based on exposed values hereon

For policy values $20,000,000 excess of $30,000,000 in respect of all risks,
0.1125% based on exposed values hereon

For policy values in excess of $50,000,000 in respect of all risks, 0.0900%
based on exposed values hereon

For trade shows and exhibitions at a rate of 0.0250% for the length of the
trade shows/exhibitions

Deposit premium of $650,000, payable in four equal installments

Termination:  This agreement shall be effective on policies written or renewed between
12:01 a.m., Local Standard Time, at the location of the risk January 1, 2014,
and 12:01 a.m., Local Standard Time, at the location of the risk, January 1,
2015

Type: Casualty Per Occurrence Excess of Loss
Broker: Guy Carpenter

Reinsurers: Platinum Underwriters Reinsurance, Inc. 25.00%
The Toa Reinsurance Company of America 15.00
Lloyds Syndicates:
#780 12.50
#2014 12.50
#2987 35.00
Lloyds Subtotal 60.00

Total 100.00%

Effective date: January 1, 2014

11



Scope:

Retention:

Coverage:

Premium:

Termination:

Type:
Broker:

Reinsurers:

Effective date:

Scope:

Retention:

Coverage:

Premium:

Termination:

Casualty business: Such as bodily injury, property damage, personal injury,
and medical

$2,000,000. Company warrants that all policies written will have a limit no
greater than $2,000,000.

100% of $3,000,000 ultimate net loss in excess of $2,000,000 each
occurrence and $6,000,000 for the term of the policy. The policy may be
reinstated on a pro rata basis.

2.031% of net earned premiums

Deposit premium of $130,000, payable in four equal installments

This agreement shall be effective on losses occurring between 12:01 a.m.,
Central Standard Time, January 1, 2014, and 12:01 a.m., Central Standard
Time, January 1, 2015

Multiple Line Excess of Loss (Canada only)

Guy Carpenter

Employers Mutual Casualty Co. 25.00%
Platinum Underwriters Reinsurance, Inc. 20.00
The Toa Reinsurance Company of America 25.00
Hannover Ruckversicherung AG 30.00
Total 100.00%

January 1, 2014

Property business in Canada: Flood, earthquake, fire, allied lines, business
package policies, commercial package policies, and inland marine including
jewelers’ block

Casualty business in Canada: Bodily injury, property damage, personal
injury, and medical

C$1,000,000

100% of C$1,000,000 ultimate net loss in excess of C$1,000,000 each
occurrence and C$4,000,000 (C$3,000,000 property and C$1,000,000
casualty) for the term of the policy. The policy may be reinstated for the full
premium.

3.023% of net earned premiums

Deposit premium of $130,000, payable in four equal installments of
C$32,500 on January 1, 2014, April 1, 2014, July 1, 2014, and October 1,
2014. Minimum premium is C$104,000.

This agreement shall be effective on losses occurring between 12:01 a.m.,

Central Standard Time, January 1, 2014, and 12:01 a.m., Central Standard
Time, January 1, 2015

12



6. Type: Property Catastrophe Excess of Loss

Broker: Guy Carpenter
Reinsurers: Layer
Name : First Second
Employers Mutual Casualty Co. 2.500% 4.000%
Platinum Underwriters Reinsurance, Inc. 0.000 4.000
QBE Reinsurance Corp. 16.000 0.000
The Toa Reinsurance Company of America  15.000 2.500
Allied World Assurance Company Ltd. 10.000 10.000
Hannover Ruckversicherung AG 6.000 6.000
Mapfre Re Compania de Reaseguros 6.000 6.000
Partner Reinsurance Co Ltd. 7.500 7.500
Tokio Millennium Re Ltd. 0.000 22.500
Lloyds Syndicates:
#510 3.875 3.875
#623 0.900 0.450
#780 2.000 2.000
#958 1.000 0.400
#1880 1.125 1.125
#2001 0.000 9.000
#2014 5.000 3.000
#2623 4.100 2.050
#2987 15.000 14.000
#4444 4.000 1.600
Lloyds Subtotal 37.000 37.500
Total 100.000% 100.000%

Effective date: January 1, 2014

Scope: Property business: Fire, allied lines, business package policies, commercial
package policies, and inland marine including jewelers’ block

Retention: $5,000,000

Coverage: First Layer: 100% of $15,000,000 ultimate net loss, each loss occurrence in
excess of $5,000,000 ultimate net loss, each loss occurrence

Second Layer: 100% of $40,000,000 ultimate net loss, each loss occurrence
in excess of $20,000,000 ultimate net loss, each loss occurrence

Premium: First Layer: 1.797% of the company’s subject net earned premium with a
minimum premium of $972,000; deposit premium of $1,215,000 shall be
payable in quarterly installments

Second Layer: 1.686% of the company’s subject net earned premium with a
minimum premium of $912,000; deposit premium of $1,140,000 shall be
payable in quarterly installments

Termination: ~ This agreement shall be effective at 12:01 a.m., Local Standard Time,

January 1, 2014, through January 1, 2015, and shall cover losses occurring
during the term of this agreement

13



7. Type:

Reinsurer:

Effective date:

Scope:

Retention:

Coverage:

Premium:

Commission:
Termination:

Type:

Reinsurer:

Effective date:

Scope:
Retention:

Coverage:

Premium:

Commission:
Termination:
Type:

Reinsurer:

Effective date:

Scope:

Retention:

Employment Practices Liability Quota Share Agreement
General Reinsurance Corporation

April 1, 2008

All EPLI policies

25% for policies that have not been underwritten. For underwritten policies,
25% of the first $100,000 of net loss each claim.

75% for policies that have not been underwritten up to $100,000. For
underwritten policies, 75% of the first $100,000 of net loss each claim and
100% of the next $900,000 of net loss each claim. Separate policy limits for
loss and LAE will have separate coverages.

75% of premium written up to $100,000 and 100% of premium written for
coverage above $100,000 with factors of 75% for $100,000; 83.6% for
$250,000; 87.8% for $500,000; and $90.5% for $1,000,000.

25% of ceded premium

90 days’ notice by either party

Equipment Breakdown

Hartford Steam Boiler Inspection and Insurance Company

January 1, 2007

Equipment breakdown

None

100% of the equipment breakdown liability under the business owners or
commercial package policies to which the equipment breakdown coverage
endorsement is attached, not to exceed $25,000,000 for any one accident,

any one policy

For business owners policies, annual premium of $48 for owners and $29 for
tenants

40% of profit-sharing calculation

Six months’ prior notice by either party

Data Compromise

Hartford Steam Boiler Inspection and Insurance Company
March 1, 2013

Data compromise

None

14



10.

Coverage:

Premium:

Commission:
Termination:
Type:

Reinsurer:

Effective date:

Scope:

Retention:

Coverage:

Premium:
Commission:

Termination:

100% of the data compromise liability under the business owners or
commercial package policies to which the data compromise coverage form is
attached, not to exceed $250,000 annual aggregate per policy for response
expenses and, if applicable, $250,000 annual aggregate per policy for
defense and liability

For $50,000 standard limit of liability (response expenses only), premium per
policy is $37 for Tier 1, $61 for Tier 2, and $81 for Tier 3. For $50,000
standard limit of liability (response expenses and defense and liability
coverage), premium per policy is $52 for Tier 1, $85 for Tier 2, and $113 for
Tier 3. In addition to the standard limit, additional limits of $100,000 and
$250,000 may be available based on eligibility criteria and additional
premiums.

None

Six months’ prior notice by either party
Commercial Excess Liability (Umbrella)
General Reinsurance Corporation
June 1, 2009, as of 12:01 a.m.
Commercial excess liability policies

15.0% of the policy written up to $10,000,000. All policies over $5,000,000
must be accepted by the reinsurer.

85.0% of the policy, up to $10,000,000. All policies over $5,000,000 must be
accepted by the reinsurer.

85% of written premium
37.5% of ceded premium

Either party may terminate with 90 days’ prior written notice

15



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, 2013, annual statement. 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. 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."
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Jewelers Mutual Insurance Company

As of December 31, 2013

Bonds
Stocks:
Common stocks
Mortgage loans on real estate:
First liens
Real estate:
Occupied by the company
Properties held for the production of
income
Cash, cash equivalents, and short-term
investments
Other invested assets
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
Reinsurance:
Amounts recoverable from reinsurers
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 employee benefits
Other prepaid expenses

Total Assets

Assets

Assets

$148,549,555

77,918,960
910,592
9,835,262
2,635,721
13,889,682

17,227,475
1,860,194

1,295,923

30,264,545
237,696
735,626

19,811,347

82,505

252,415

845,124

$326,352,624

17

Net
Nonadmitted Admitted
Assets Assets
$ $148,549,555
361,539 77,557,421
910,592
9,835,262
2,635,721
13,889,682
136,815 17,090,660
1,860,194
41,449 1,254,473
30,264,545
237,696
735,626
19,811,347
82,505
252,415
813,454 31,671
$21,417,019 $304,935,604



Jewelers Mutual Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2013

Losses $ 16,419,999
Loss adjustment expenses 4,691,318
Commissions payable, contingent commissions, and
other similar charges 2,912,119
Other expenses (excluding taxes, licenses, and fees) 5,377,417
Taxes, licenses, and fees (excluding federal and
foreign income taxes) 1,597,735
Current federal and foreign income taxes 3,507,639
Net deferred tax liability 7,599,319
Unearned premiums 74,492,906
Ceded reinsurance premiums payable (net of ceding
commissions) 600,820
Amounts withheld or retained by company for account
of others 136,052
Remittances and items not allocated 2,339,330
Net adjustments in assets and liabilities due to foreign
exchange rates 1,152,719
Write-ins for liabilities:
Liability for pension benefits 1,379,830
Liability for NQDB benefits 81,807
Liability for postretirement benefits 63,202
Total liabilities 122,352,213
Unassigned funds (surplus) $182,583,391
Surplus as regards policyholders 182,583,391
Total Liabilities and Surplus $304,935,604
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Jewelers Mutual Insurance Company

Summary of Operations
For the Year 2013

Underwriting Income
Premiums earned
Deductions:
Losses incurred
Loss adjustment expenses incurred
Other underwriting expenses incurred
Total underwriting deductions
Net underwriting gain (loss)

Investment Income

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

Other Income
Net gain (loss) from agents' or premium balances
charged off
Finance and service charges not included in premiums
Write-ins for miscellaneous income:
Miscellaneous income
Total other income

Net income (loss) after dividends to policyholders but
before federal and foreign income taxes
Federal and foreign income taxes incurred

Net Income

19

$51,751,766
8,297,235
60,183,883

3,884,735
2,870,432

(113,220)
758,988

13,435

$138,142,943

120,232,884
17,910,059

6,755,166

659,202

25,324,428
7,932,556

— e T e e

$ 17,391,872



Jewelers Mutual Insurance Company
Cash Flow
For the Year 2013

Premiums collected net of reinsurance $143,620,728
Net investment income 5,058,944
Miscellaneous income 659,202
Total 149,338,874
Benefit- and loss-related payments $64,979,502
Commissions, expenses paid, and

aggregate write-ins for deductions 57,243,340
Federal and foreign income taxes paid

(recovered) 4,634,000
Total deductions 126,856,842
Net cash from operations 22,482,033

Proceeds from investments sold,
matured, or repaid:

Bonds $56,869,779
Stocks 9,517,045
Mortgage loans 55,540
Real estate 10,376
Other invested assets 133,665
Miscellaneous proceeds 1,060,452
Total investment proceeds 67,646,856
Cost of investments acquired (long-term
only):
Bonds 67,675,567
Stocks 4,449,706
Real estate 52,344
Other invested assets 16,024,525
Miscellaneous applications 229,729
Total investments acquired 88,431,871
Net cash from investments (20,785,015)
Cash from financing and miscellaneous
sources:
Other cash provided (applied) 1,410,894
Net cash from financing and
miscellaneous sources 1,410,894

Reconciliation:
Net change in cash, cash equivalents,

and short-term investments 3,107,912
Cash, cash equivalents, and short-term
investments:
Beginning of year 10,781,770
End of Year $ 13,889,682
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Jewelers Mutual Insurance Company
Compulsory and Security Surplus Calculation
December 31, 2013

Assets $304,935,604
Less liabilities 122,352,213
Adjusted surplus 182,583,391
Annual premium:

Lines other than accident and health $144,106,417

Factor 20%
Compulsory surplus (subject to a minimum of

$2 million) 28,881,283

Compulsory Surplus Excess (or Deficit) $153,702,108
Adjusted surplus (from above) $182,583,391

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%) 39,278,544
Security Surplus Excess (or Deficit) $143,304,847
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Jewelers Mutual Insurance Company
Analysis of Surplus
For the Five-Year Period Ending December 31, 2013

The following schedule details items affecting surplus during the period under

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

2013

Surplus, beginning of

2012

2011

2010

2009

year $153,236,831  $144,706,712  $146,204,297  $128,652,502 $112,071,658
Net income 17,391,872 14,466,394 2,168,017 13,154,502 6,585,786
Change in net unrealized
capital gains/losses 11,730,402 5,099,999 1,028,566 4,707,042 7,675,984
Change in net unrealized
foreign exchange
capital gains/losses (329,729) 91,118 (72,559) 92,471 121,724
Change in net deferred
income tax 628,167 (2,338,753) 2,585,574 168,699 140,408
Change in nonadmitted
assets 1,473,076 (8,788,639) (7,207,183) (271,311) 2,056,942
Write-ins for gains and
(losses) in surplus:
Transition amounts for
SSAP 92 and 102 (1,547,227)
Change in asset
classification (299,609)
Surplus, End of Year $182,583,391 $153,236,831  $144,706,712 $146,204,297 $128,652,502

Jewelers Mutual Insurance Company
Insurance Regulatory Information System
For the Five-Year Period Ending December 31, 2013

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

period under examination are summarized below. Unusual IRIS results are denoted with

asterisks and discussed below the table.

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

#12

#13

Ratio

Gross Premium to Surplus

Net Premium to Surplus

Change in Net Premiums Written

Surplus Aid to Surplus

Two-Year Overall Operating Ratio

Investment Yield

Gross Change in Surplus

Change in Adjusted Surplus

Liabilities to Liquid Assets

Agents’ Balances to Surplus

One-Year Reserve Development
to Surplus

Two-Year Reserve Development
to Surplus

Estimated Current Reserve

2013
83%
79

86
1.6*

22

2012
92%
87

8
0
93
1.7*
6
6
37
1

=

2011
85%
91

7
0
89
1.9%
-1
-1
39
1

-1

-2
-5

2010
84%
79

6
0
86

2.4*
14
14
34

1

-3

-3
-3

2009
91%
84

-1

90
2.6*
15
15
38

-2
-4



Ratio No. 6, Investment Yield, measures the profitability and general quality of the
company’s investment portfolio over the previous two-year period. The main reasons for this low
investment yield are the significant investments in municipal bonds and the lower yields that were
available in the fixed income markets. Another contributing factor for the lower investment yield
was additional real estate depreciation from the building addition and renovation project

completed in 2009.

Growth of Jewelers Mutual Insurance Company

Surplus as

Admitted Regards Net

Year Assets Liabilities Policyholders Income
2013 $304,935,604 $122,352,213 $182,583,391 $17,391,872
2012 261,713,898 108,477,067 153,236,831 14,466,394
2011 246,957,964 102,251,252 144,706,712 2,168,017
2010 237,335,990 91,131,694 146,204,297 13,154,502
2009 216,409,819 87,757,317 128,652,502 6,585,786
2008 195,079,943 83,008,285 112,071,658 4,152,835

Gross Net Loss

Premium Premium Premium and LAE Expense Combined
Year Written Written Earned Ratio Ratio Ratio
2013 $151,646,412 $143,763,198 $138,142,943 43.5% 43.6% 87.1%
2012 141,488,006 133,367,348 128,719,165 54.1 40.5 94.6
2011 131,507,394 123,584,486 119,496,980 63.0 38.9 101.9
2010 122,820,398 114,991,961 111,496,394 49.1 39.1 88.2
2009 117,416,442 108,398,677 107,377,927 54.7 38.6 93.3
2008 117,289,067 108,943,571 105,041,848 51.1 38.3 89.4

During the period under examination, the company reported a 41% increase in
assets, a 39% increase in liabilities, and a 42% increase in surplus. The company had a net
income reported for each of the years as the company continued its trend of growth while
maintaining strong financial results. During 2013 the company reported a 87.1% combined ratio,
which was their lowest since 2003. Net premium written increased 29% from $108.4 million in
2009 to $143.8 million in 2013. The expense ratio was at its highest level in 2013 compared to

the last five years mainly due to a large system implementation project that occurred during the
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past three to four years. The company replaced its policy, billing, and claims administration
systems, as well as built a data warehouse and updated all imaging software. This investment in
system infrastructure is the largest reason for the higher expense ratio. The company’s five-year

average loss and LAE ratio was 52.9% and the five-year average expense ratio was 40.1%.

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, 2013, is accepted.
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Vil. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There were two specific comments and recommendations in the previous
examination report. Comments and recommendations contained in the last examination report
and actions taken by the company are as follows:

1. Board of Directors—It is suggested that the company maintain appropriate documentation to
support their corporate records, such as minute books.

Action—Compliance.

2. Board of Directors—It is suggested that the company comply with their Code of Business
Conduct.

Action—Compliance.
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Summary of Current Examination Results

The current examination resulted in no adverse or material findings.
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VIIl. CONCLUSION

Jewelers Mutual Insurance Company has been in business for 100 years, offering
insurance coverage to the jewelry industry. The company writes business in all areas of the
country, as it continues to grow and exhibit solid financial results. Premium writings increased
29% during the years under examination, with net income reported in all years, and surplus
increased 42% during the period.

The examination determined company compliance with the two prior examination
recommendations. There were no adverse or material examination findings as a result of the

current examination of the company.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS
The current examination resulted in no recommendations. There were no

adjustments or reclassifications to the balance sheet amounts as a result of this examination.
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