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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
August 13, 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:

SOCIETY INSURANCE, A MUTUAL COMPANY
Fond du Lac, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of SOCIETY INSURANCE, a mutual company (Society
Insurance or the company) 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. Special
attention was given to the action taken by the company to satisfy the recommendations and
comments made in the previous examination report.

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 organized in 1915 as the Wisconsin Brotherhood of Threshermen
Insurance Company, Limited Mutual. In 1946, the company changed its name to Threshermen’s
Mutual Insurance Company. On July 1, 1995, the company changed its name to SOCIETY
INSURANCE, a mutual company.

On January 1, 2006, Society Insurance entered into a Plan of Merger with Venture
Insurance Company, whereby Venture Insurance Company converted from a Wisconsin stock
insurance corporation to a Wisconsin mutual insurance corporation and simultaneously merged
with and into Society Insurance, with the latter corporation surviving. On May 22, 2006, another
former subsidiary, Society Group Inc., was dissolved.

Effective April 1, 2012, Master Plumbers’ Limited Mutual Company (Master
Plumbers) merged with and into Society Insurance. Master Plumbers was an assessable mutual
casualty insurer organized in 1911 and licensed only in Wisconsin. It wrote only worker’s
compensation, general liability, and commercial auto liability business for plumbing and heating
contractors. Master Plumbers was placed in rehabilitation on March 29, 1994, by the Circuit
Court for Dane County, Wisconsin. Society Insurance performed claim adjustment and
administrative services for the rehabilitator pursuant to a contract approved by the court. At the
time of the merger, Master Plumbers had approximately $1.1 million in assets. Under the merger
agreement, Society Insurance assumed all of the assets and liabilities of Master Plumbers and
there shall be no future assessments levied against any former member of Master Plumbers.

In 2014, Society Insurance wrote direct premium in the following states:

Wisconsin $125,005,577 66.4%
Illinois 41,235,772 21.9
Indiana 15,706,689 8.3
lowa 6,373,256 3.4
Total $188,321,294 100.0%

The company is currently licensed to write premiums in the following states: lllinois,
Indiana, lowa, Michigan, Minnesota, Missouri and Wisconsin.
The company focuses its expertise principally on restaurants and bars, grocery and

convenience stores, hotels and motels, medical offices, artisan contractors and auto service



shops. The major products marketed by the company include worker's compensation,

commercial multiple peril, commercial auto liability, other liability occurrence, and auto physical

damage. Worker's compensation represented approximately 50.9% of the company’s direct

premium written in 2014, followed by 39.5% for commercial multiple peril. Society Insurance has

been a longtime servicing carrier for the Wisconsin Worker’'s Compensation Pool. The pool

business represents approximately 15% of the company’s direct business. The company’s

products are marketed through approximately 350 independent agents.

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

Commercial multiple
peril

Worker's compensation

Other liability —
occurrence

Commercial auto liability

Auto physical damage

Total All Lines

Direct Reinsurance Reinsurance Net
Premium Assumed Ceded Premium
$ 74,403,297 $ $ 5,425,483 $ 68,977,814

95,905,313 1,304,248 31,911,606 65,297,955
6,468,800 241,749 308,316 6,402,233
7,946,851 345,688 7,601,163
3,597,033 232,656 3,364,377

$188,321,294 $1,545,997 $38,223,749 $151.643,542



Board of Directors

. MANAGEMENT AND CONTROL

The board of directors consists of nine members. Three directors are elected

annually to serve three-year terms. Officers are elected at the board's annual meeting. The

outside board members currently receive a $15,000 annual retainer and a $1,000 per meeting

fee. The annual retainer for the Chairman of the board of directors is $18,000. All directors are

reimbursed for their travel expenses incurred while attending a meeting.

Currently the board of directors consists of the following persons:

Name and Residence

Eric Englund
Middleton, Wisconsin

Linda Lee Newberry-Ferguson

Waukesha, Wisconsin

Susan Marie Finco
Green Bay, Wisconsin

Thomas J. Gross
Fond du Lac, Wisconsin

Gregory C. Krohm
Wilmette, lllinois

Rick W. Parks
Fond du Lac, Wisconsin

Stephen M. Peterson
Fond du Lac, Wisconsin

Jeffrey M. Timler
Fond du Lac, Wisconsin

James P. Thomas
Fond du Lac, Wisconsin

Principal Occupation

Adjunct Professor in Law
University of Wisconsin

President and Chief Executive Officer
Rehabilitation Hospital of Wisconsin

Owner
Leonard & Finco Public Relations

Owner
Ahern Gross Plumbing

Workers Compensation Consultant
President & CEO Society Insurance
Fond du Lac, Wisconsin

President and Chief Executive Officer
Midstates Aluminum

Retired Owner
Timler & Associates, CPA

Retired President and Chief Executive Officer
Society Insurance

Term Expires

2016

2017

2017

2018

2018

2017

2016

2016

2018



Officers of the Company

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

2014
Name Office Compensation
Rick W. Parks President & CEO $586,059
Heather I. Boyer Chief Financial Officer & Treasurer 109,038*
William F. Reeves Chief Operations Officer 376,900
William |. Bunzel Vice President-Property, Auto and Liability Claims 171,398
Amy M. Collett Vice President-Human Resources 180,620
Thomas E. Konop Vice President-Information Systems 267,461
Dinah H. Lifke Vice President-Underwriting 225,389
Dina S. Schultz Vice President-Marketing 233,057
Dominic A. Weber Vice President-Actuary 264,826
Michael G. Zajicek Vice President-Workers Compensation Claims 178,535

*Heather |. Boyer joined the company in August 2014.

Reported compensation is the total compensation paid by the insurer for the year and
includes salary, bonus, health credit, director fees and 401(k) employer’'s matching contributions
as applicable.

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 Audit Committee
Stephen M. Peterson, Chair Jeffrey M. Timler, Chair
Rick W. Parks Gregory C. Krohm
James P. Thomas Susan M. Finco

Susan M. Finco

Senior Executive Compensation Committee Investment Committee
Stephen M. Peterson, Chair Thomas J. Gross

Thomas J. Gross Linda L. Newberry-Ferguson
James P. Thomas James P. Thomas

Eric Englund Jeffrey M. Timler



IV. REINSURANCE

The company's reinsurance portfolio and strategy is described below. The contracts
contained proper insolvency provisions.

Society Insurance cedes commercial lines excess of loss coverage to multiple
reinsurance companies through a broker. The company also assumes reinsurance through two
mandatory pools and is a servicing carrier for the Wisconsin Worker’s Compensation Pool.
Assumption from the National Worker’'s Compensation Reinsurance Pool is a requirement for
writing worker’s compensation business in lllinois and Indiana. The company is also required to
assume business from the NAMICO Reinsurance Facility in order to purchase professional
liability insurance from NAMIC Insurance Company, Inc. The company purchases individual
facultative contracts to insure risks above certain underwriting limits.

Nonaffiliated Ceding Contracts

1. Type: First Multiple Line Excess of Loss
Reinsurer: Domestic Placement
Axis Reinsurance Company 7.5%
Employers Mutual Casualty Company 5.0
QBE Reinsurance Corporation 15.0
The Toa Reinsurance Company of America 5.0
Tokio Millennium Re (US Branch) 12.0
Transatlantic Reinsurance Company 20.5
65.0
European Placement
Aspen Insurance U.K. Ltd. 5.0
Hannover Ruck SE 30.0
35.0
Total Placement 100.0%
Scope: Property, including, but not limited to, fire, allied lines, commercial

multiple peril, businessowners, inland marine, commercial
automotive physical damage, and garagekeepers legal

Casualty, including, but not limited to, general liability,
commercial multiple peril, businessowners, commercial
automobile liability, liquor liability, worker's compensation,
employers’ liability, employment practices liability insurance,
occupational disease and commercial umbrella

Retention: $1,000,000 each property and casualty loss occurrence

Coverage: Property— $2,500,000 in excess of $ 1,000,000 each risk each
loss occurrence subject to a limit of $ 7,500,000 any one loss
occurrence



Casualty—$2,500,000 in excess of $ 1,000,000 each loss
occurrence and in the aggregate where applicable

$1,000,000 in excess of $1,000,000 each loss occurrence
involving losses under both property and casualty business

Reinstatement: Automatically without payment of additional premium
Premium: Annual deposit premium of $5,062,000 payable in quarterly

installments of $1,265,500 and adjusted annually at a gross rate
of 3.150% gross net earned premium income (GNEPI)

Commissions: 40%
Effective date: January 1, 2015
Termination: 90 days’ notice of cancellation at any December 31°

Under any part of Article 3 - Special Termination of the contract
upon giving a 30 days’ notice in writing

Type: Second Multiple Line Excess of Loss
Reinsurer: Domestic Placement
Axis Reinsurance Company 21.5%
Employers Mutual Casualty Company 5.0
QBE Reinsurance Corporation 10.0
The Toa Reinsurance Company of America 5.0
Tokio Millennium Re (US Branch) 10.0
Transatlantic Reinsurance Company 18.5
70.0
European Placement
Aspen Insurance U.K. Ltd. 5.0
Hannover Ruck SE 25.0
30.0
Total Placement 100.0%
Scope: Property, including, but not limited to, fire, allied lines, commercial

multiple peril, businessowners, inland marine, commercial
automotive physical damage, and garagekeepers legal

Casualty, including, but not limited to, general liability,
commercial multiple peril, businessowners, commercial
automobile liability, liquor liability, worker's compensation,
employers’ liability, employment practices liability insurance,
occupational disease and commercial umbrella

Retention: $3,500,000 each property and casualty loss occurrence

Coverage: Property—$6,500,000 in excess of $3,500,000 each risk each
loss occurrence subject to a limit of $13,000,000 any one loss
occurrence

Casualty—$7,500,000 in excess of $3,500,000 each loss
occurrence and in the aggregate where applicable

Reinstatement: Automatically after the limit is exhausted.



Reinsurer’s liability limit:

Premium:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Reinstatement:

Premium:

Effective date:

Termination:

Property—$6,500,000 any loss occurrence and $19,500,000 for
all losses

Casualty—$7,500,000 any loss occurrence and $22,500,000 for
all losses

$26,500,000 annual aggregate limit for all property and casualty
losses combined

Annual deposit premium of $1,286,000 payable in quarterly
installments of $321,500 and adjusted annually at a gross rate of
0.800% gross net earned premium income

January 1, 2015

90 days’ notice of cancellation at any December 31

Under any part of Article 3 - Special Termination of the contract

upon giving a 30 days’ notice in writing

Property Per Risk Excess of Loss

Lloyd’'s 0727 SAM 10.0%
Lloyd's 1414 ASC 25.0
Lloyd’s 2001 AML 35.0
Lloyd’'s 2014 ACA 15.0
Lloyd’'s 2791 MAP 15.0
100.0%

Property, including, but not limited to, fire, allied lines, commercial
multiple peril, businessowners and inland marine

$10,000,000 of all property losses

$7,000,000 in excess of $10,000,000 each risk subject to a limit
of $14,000,000 any one loss occurrence

Automatically after the limit is exhausted subject to additional
premium

Reinsurer’s liability limit: $ 14,000,000 any loss occurrences and
$21,000,000 in the aggregate.

Minimum: $88,000; Annual deposit premium of $110,000
payable in semiannual installments of $55,000 and adjustable at
0.065% of the sum of property risks with values greater than
$10,000,000 and equal or less than $17,000,000 each location

January 1, 2015

Under any part of Article 3 - Special Termination of the contract
upon giving a 30 days’ notice in writing



4. Type:

Reinsurer:

Scope:

Retention:

Coverage:

Reinstatement:

Premium:

Effective date:

Termination:

Property Catastrophe Excess of Loss

Participation

1°'x/s 2" x/s
Domestic Placement

Allied World Insurance Company 5.0% 2.5%
Employers Mutual Casualty Company 7.5 7.5
Everest Reinsurance Company 17.5 17.5
30.0 27.5
European Placement
Hannover Ruck SE 27.5 27.5
R+V Versicherung AG 22.5 30.0
Mepfre Re Compania de Reaserutos, S.A. 115 10.0
61.5 67.5
Lloyd’s 2001 AML 35 0.0
Lloyd’'s 2014 ACA 5.0 5.0
Total Placement 100.0% 100.0%

Property, including, but not limited to, fire, allied lines, commercial
multiple peril, businessowners, inland marine, commercial
automobile physical damage and boiler and machinery

$2,000,000 of all property losses

First Layer: $3,000,000 each loss occurrence and $ 6,000,000
in the aggregate

Second Layer: $25,000,000 each loss occurrence and
$50,000,000 in the aggregate

Automatically after the limit is exhausted subject to additional
premium

First Layer: Minimum premium: $188,000. Annual deposit
premium of $235,000 payable in quarterly installments of
$58,750 and adjusted annually at a gross rate of 0.444% gross
net earned premium income.

Second Layer: Minimum premium: $400,000. Annual deposit
premium of $500,000 payable in quarterly installments of
$125,000 and adjusted annually at a gross rate of 0.944% gross
net earned premium income.

January 1, 2015

Under any part of Article 3 - Special Termination of the contract
upon giving a 30 days’ natice in writing

10



5. Type:

Reinsurer:

Scope:

Retention:

Coverage:

Reinstatement:

Premium:

Effective date:

Termination:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Reinstatement:

Aggregate Catastrophe Excess of Loss

Domestic Placement

Employers Mutual Casualty Company 8.5%
Everest Reinsurance Company 17.5
The Toa Reinsurance Company of America _6.0
32.0
European Placement
Hannover Ruck SE 27.5
R+V Versicherung AG 35.0
62.5
Total 94.5%

Property, including, but not limited to, personal and commercial
automobile physical damage, excluding collision.

$2,500,000 in aggregate for all property losses plus 5.5% of the
excess up to $3,000,000

94.5% of $3,000,000 in excess of $2,500,000 in aggregate for all
property losses

None

Premium Deposit: $650,000 paid in four equal installments of
$162,500 and adjusted annually at a gross rate of 1.227% gross
net earned premium income

January 1, 2015

Under any part of Article 3 - Special Termination of the contract
upon giving a 30 days’ notice in writing

Worker's Compensation Catastrophe Excess of Loss

Domestic Placement

Arch Reinsurance Company 20.0%

Employers Mutual Casualty Company 4.0

Safety National Casualty Company 23.5
47.5

Various Lloyd’s Underwriters Placement

Catlin Underwriting, Inc., o/b/o Lloyd’s 2003 SJC 20.0
Markel at Lloyd’s — Zurich Branch

Branch of Altera UK Underwriting Services Ltd.

Lloyd’'s Syndicate 3000 32.5
52.5
Total Placement 100.0%

Worker's compensation

$11,000,000 each loss occurrence
$44,000,000 in excess of $11,000,000 any one loss occurrence

Automatically after the limit is exhausted subject to additional
premium

11



Premium:

Effective date:

Termination:

Type:
Reinsurer:

Scope:

Company retention:

Reinsurance limits:

Premium:

Commission:

Effective date:

Termination:

Annual deposit premium of $525,000 payable in quarterly
installments of $131,250 and adjusted annually at a gross rate of
0.779% gross net earned premium income (GNEPI)

Minimum Premium: $ 420,000

January 1, 2015

Under any part of Article 3 - Special Termination of the contract
upon giving a 30 days’ notice in writing

Boiler and Machinery Semi-Automatic Reinsurance Agreement
The Travelers Indemnity Company
Equipment breakdown coverage

$5,000 in excess of the policy deductible of $500 for building and
business property

$100,000,000 on any one risk

Based on Single Total Insurable Value divided by 100 and
multiplied by the equipment breakdown rate of $0.009

None
January 1, 2011

By either party by providing a written notice of minimum 90 days
prior to the effective date of cancellation

12



V. 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.

13



SOCIETY INSURANCE, a mutual company

As of December 31, 2014

Bonds
Stocks:
Preferred stocks
Common stocks
Real estate:
Occupied by the company
Cash, cash equivalents, and short-term
investments
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
Funds held by or deposited with
reinsured companies
Current federal and foreign income tax
recoverable and interest thereon
Net deferred tax asset
Electronic data processing equipment
and software
Furniture and equipment, including
health care delivery assets
Write-ins for other than invested
assets:
Cash surrender value-life insurance
Assessment receivable

Total Assets

Assets

Assets

$235,810,884

373,720
32,880,976

3,532,928
14,861,620
2,243,141
7,415,444

59,128,223

3,887,286
1,015,766

646,000
5,166,176

4,368,947

496,332

900,379

252,679

$372,980,501

14

Net
Nonadmitted Admitted
Assets Assets
$ $235,810,884
373,720
32,880,976
3,532,928
14,861,620
2,243,141
219,873 7,195,571
191,100 58,937,123
3,887,286
1,015,766
646,000
326,620 4,839,556
3,562,724 806,223
496,332
900,379
252,679
$4,796,649 $368,183,852



SOCIETY INSURANCE, a mutual company
Liabilities, Surplus, and Other Funds
As of December 31, 2014

Losses $103,799,392
Loss adjustment expenses 36,670,224
Commissions payable, contingent commissions,

and other similar charges 5,219,462
Other expenses (excluding taxes, licenses, and

fees) 2,709,816
Taxes, licenses, and fees (excluding federal and

foreign income taxes) 339,657
Unearned premiums 75,288,770
Advance premium 779,874
Dividends declared and unpaid:

Policyholders 5,542,102
Ceded reinsurance premiums payable 11,940,725
Amounts withheld or retained by company for

account of others 279,426
Write-ins for liabilities:

Liability for pension benefits 2,098,312
Total liabilities 244,667,760
Unassigned funds (surplus) $123,516,092
Surplus as regards policyholders 123,516,092
Total Liabilities and Surplus $368,183,852

15



SOCIETY INSURANCE, a mutual company
Summary of Operations
For the Year 2014

Underwriting Income
Premiums earned

Deductions:
Losses incurred $74,475,110
Loss adjustment expenses incurred 22,121,683
Other underwriting expenses incurred 41,819,242

Total underwriting deductions
Net underwriting gain (loss)

Investment Income

Net investment income earned 7,068,877
Net realized capital gains (losses) 2,960,046

Net investment gain (loss)

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

charged off (454,577)
Finance and service charges not included in premiums 323,105
Write-ins for miscellaneous income:

Life insurance expense-net 30,792

Total other income

Net income (loss) before dividends to policyholders and
before federal and foreign income taxes

Dividends to policyholders

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

Federal and foreign income taxes incurred

Net Income

16

$147,270,279

138,416,035
8,854,244

10,028,923

(100,680)

18,782,487
7,450,000

— )

11,332,487
1,438,142

$ 9,894,345



SOCIETY INSURANCE, a mutual 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
Stocks
Total investment proceeds
Cost of investments acquired (long-term
only):
Bonds
Stocks
Real estate
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

$52,113,425
10,288,849

65,726,924
8,701,755
317,296

17

$69,562,435

60,333,417
7,063,442

2,509,014

62,402,274

74,745,975

(1,496,031)

$147,764,341
8,733,250

(100,679)
156,396,912

139,468,308
16,928,604

(12,343,701)

(1,496,031)

3,088,872

11,772,748

$ 14,861,620



SOCIETY INSURANCE, a mutual company
Compulsory and Security Surplus Calculation
December 31, 2014

Assets $368,183,852
Less liabilities 244,667,760
Adjusted surplus 123,516,092
Annual premium:

Lines other than accident and health $144,193,542

Factor 20%
Compulsory surplus (subject to a minimum of

$2 million) 28,838,708

Compulsory Surplus Excess (or Deficit) $ 94,677,384
Adjusted surplus (from above) $123,516,092

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%) 39,220,642
Security Surplus Excess (or Deficit) $ 84,295,450

18



SOCIETY INSURANCE, a mutual company
Analysis of Surplus
For the Five-Year Period Ending December 31, 2014

The following schedule details items affecting surplus during the period under
examination as reported by the company in its filed annual statements:
2014 2013 2012 2011 2010

Surplus, beginning of
year $116,042,419 $102,100,913 $93,890,560 $95,368,701 $91,583,878
Net income 9,894,345 6,316,770 5,409,123 (2,407,063) 114,885
Change in net
unrealized capital
gains/losses 91,462 4,316,084 1,555,654 (65,597) 1,874,867
Change in net
deferred income tax 453,721 (1,215,000) 978,200 (1,136,700) 485,500
Change in non-
admitted assets (733,993) 754,197 246,756 2,131,219 582,040
Change in provision
for reinsurance 20,620
Write-ins for gains and
(losses) in surplus:
Change in liability
for pension
benefits (2,231,862) 3,769,455

Surplus, End of Year ~ $123,516,092 $116,042,419 $102,100,913 $93,890,560 $94,641,170*

* The 2010 ending surplus balance was not identical with the beginning surplus balance in 2011
due to the restatement of the 2011 annual statements as a result of the merger with Master
Plumbers’ Limited Mutual Liability Company on April 1, 2012.

19



SOCIETY INSURANCE, a mutual 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. Unusual IRIS results are denoted with

asterisks and discussed below the table.

Ratio 2014 2013 2012 2011 2010
#1 Gross Premium to Surplus 154.0% 154.0% 164.0%  165.0% 150.0%
#2 Net Premium to Surplus 123.0 123.0 135.0 144.0 129.0
#3 Change in Net Premiums Written 6.0 4.0 3.0 10.0 -1.0
#4  Surplus Aid to Surplus 1.0 1.0 1.0 0.0 1.0
#5 Two-Year Overall Operating Ratio  96.0 97.0 99.0 102.0* 100.0*
#6 Investment Yield 2.6* 2.8* 3.6 3.8 3.9
#7 Gross Change in Surplus 6.0 14.0 10.0 -2.0 3.0
#8 Change in Adjusted Surplus 6.0 14.0 10.0 -2.0 3.0
#9 Liabilities to Liquid Assets 65.0 64.0 67.0 69.0 67.0
#10 Agents’ Balances to Surplus 6.0 5.0 6.0 7.0 6.0
#11 One-Year Reserve Development
to Surplus 3.0 -1.0 -2.0 -8.0 -4.0
#12 Two-Year Reserve Development
to Surplus 1.0 -2.0 -12.0 -10.0 -2.0
#13 Estimated Current Reserve
Deficiency to Surplus -1.0 -2.0 -4.0 -4.0 -8.0

Ratio No. 5 measures the company’s profitability over the previous two-year period.
The unusual results in 2010 and 2011 were due to some unusually severe storms in the Midwest
resulting in high volume of property claims.

Ratio No. 6 measures the average return on the company’s investments. A large
portion of the company’s portfolio is allocated to tax-exempt municipal bonds which earn lower
investment yields compared to other fixed income securities. The low interest rate environment

also contributed to the exceptional results.
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Growth of SOCIETY INSURANCE, a mutual company

Surplus as

Admitted Regards Net

Year Assets Liabilities Policyholders Income
2014 $368,183,852 $244,667,760 $123,516,092 $ 9,894,345
2013 342,009,563 225,967,144 116,042,419 6,316,770
2012 320,194,582 218,093,669 102,100,913 5,409,123
2011* 304,076,817 210,186,257 93,890,560 (2,407,063)
2010 295,999,357 201,358,187 94,641,170 114,885
2009 285,823,829 194,239,951 91,583,878 2,996,662

Gross Net Loss

Premium Premium Premium and LAE Expense Combined

Year Written Written Earned Ratio Ratio Ratio
2014 $189,867,291 $151,643,542 $147,270,279 65.6% 27.6% 93.2%
2013 178,664,275 143,083,157 140,733,746 65.8 30.0 95.8
2012 167,162,049 138,003,404 137,023,778 68.5 29.3 97.8
2011 153,349,670 133,743,286 131,291,035 72.4 30.3 102.7
2010 142,242,384 121,956,846 120,926,640 71.6 31.1 102.7
2009 143,295,336 122,779,465 117,794,263 69.7 30.4 100.1

* Effective April 1, 2012, Master Plumbers’ Limited Mutual Liability Company was merged with
and into Society Insurance. At the time of the merger, Master Plumbers had approximately
$1.1 million of assets, primarily cash and short-term investments. Prior year financial
statements have been restated to reflect the merger with Master Plumbers.

During the period under examination, Society Insurance reported a 28.8% increase in
assets, a 26% increase in liabilities and a 34.9% increase in surplus. In 2010 and 2011 the
company suffered substantial losses due to some unusually severe storms in the Midwest. The
loss and loss adjustment expense ratio reached 71.6% and 72.4% in 2010 and 2011,
respectively, resulting in a combined ratio of 102.7% in both years. In 2012, the company
returned to operating profitability due to the implementation of new underwriting guidelines and
the experience of less severe weather-related losses. Continuing efforts were made in pricing
strategy, rate adequacy and expense reduction.

In 2014, the company reported a net underwriting gain of $8.8 million and net income
reached $9.9 million, which was the highest in the past six years. The loss and loss adjustment

expense ratio decreased 6.8 points since 2011 to 65.6% and the expense ratio decreased to

27.6%, resulting in total combined ratio of 93.2% for 2014. Gross premium written increased
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32.5% from $143.3 million in 2009 to $189.9 million in 2014, due to an increase in the number of
policies in force, overall rate increases and steady business retention.

The company plans to expand its business in the states of Arizona, Colorado,
Kansas, Tennessee and Utah to ensure long-term financial strength through consistent, profitable

growth. The company anticipates beginning writing business first in Tennessee in mid 2016.

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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VI. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There was one specific recommendation in the previous examination report.
Comments and recommendations contained in the last examination report and actions taken by
the company are as follows:
1. Management and Control—It is recommended that all direct or potential conflicts of interest
be disclosed on the annual conflict of interest questionnaires completed by the board of

directors and company management in accordance with the Commissioner’s directive dated
March 9, 1989.

Action—Compliance
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Summary of Current Examination Results

This section contains comments and elaboration on those areas where adverse
findings were noted or where unusual situations existed. Comment on the remaining areas of the
company's operations is contained in the examination work papers.

Executive Compensation

The state of Wisconsin requires all domestic insurance companies to file a Report on
Executive Compensation pursuant to ss. 601.42 and 611.63 (4), Wis. Stat. The report should
include annual compensation of each director, the chief executive officer, four most highly paid
officers or employees, and all officers and employees of the insurer whose remuneration
exceeded a specified amount. For Society Insurance this amount was $100,000.

According to s. 611.63 (4), Wis. Stat., the amount of all direct and indirect
remuneration for services should include retirement and other deferred compensation benefits,
paid or accrued each year for the benefit of each director and each officer and employee whose
remuneration exceeds the specified amount.

During the period under examination the company provided a defined benefit pension
plan and defined contribution plan. Effective December 31, 2014, the defined benefit plan is
frozen. The examiners’ review of the executive compensation revealed that the company did not
include in the Report on Executive Compensation the employer’s portion of the defined
contribution plan. The company should include all remuneration paid or accrued under the
defined contribution plan on behalf of each reportable employee in the Report on Executive
Compensation. It is recommended that the company properly complete the Report on Executive

Compensation as required by s. 611.63 (4), Wis. Stat.
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VIl. CONCLUSION

SOCIETY INSURANCE, a mutual company, writes preferred and standard
commercial lines of insurance, with the goal to ensure long-term profitable growth by providing
continuous improvement, expertise, products and technology to best serve its policyholders.

During the period under examination Society Insurance’s admitted assets increased
28.8%, premiums earned increased 25.0% and surplus increased 34.9%. The increase in
admitted assets and surplus was a result of investment income growth and underwriting
profitability particularly in the past three years. Growth in premiums was primarily attributable to
the increase in policies in force and change in pricing strategy. Gross and net premium written
increased during the five-year period by 32.5% and 23.5%, respectively. The company is well
capitalized and financially stable with a surplus of $123,516,092, assets of $368,183,852 and
liabilities of $244,667,760.

The company complied with the recommendation from the previous examination

report.
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VIIl. SUMMARY OF COMMENTS AND RECOMMENDATIONS

1. Page 24 - Executive Compensation—It is recommended that the company properly
complete the Report on Executive Compensation as required by
s. 611.63 (4), Wis. Stat
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