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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
February 22, 2016 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:

WEST BEND MUTUAL INSURANCE COMPANY
West Bend, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of West Bend Mutual Insurance Company (West Bend 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 1894 as West Bend Mutual Fire Insurance Company
of Washington County under the provisions of the Wisconsin Statutes then in effect. In 1916 the
company changed its name to West Bend Limited Mutual Fire Insurance Company and in 1926
detached the word “Limited” from its name. In 1957 the company changed its name to that
presently used.

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

Wisconsin $435,740,645 44.22%
Illinois 166,919,532 16.94
Minnesota 122,277,700 12.41
lowa 118,502,375 12.03
Indiana 62,202,683 6.31
Michigan 24,961,256 2.53
Ohio 22,693,114 2.30
Missouri 14,653,149 1.49
Kansas 7,486,427 0.76
Kentucky 7,130,181 0.72
Nebraska 2,716,029 0.28
Total $985,283,091 100.00%

The company markets a broad range of property and casualty products and services
through four divisions: NSI, Argent, Commercial Lines, and Personal Lines. West Bend's
premium mix is approximately 70% commercial lines and 30% personal lines. The company is
licensed in the 11 states shown in the table above, and in August of 2015 the company became
licensed in its 12th state, Tennessee. West Bend expanded to Missouri in 2009, Kansas in 2010,
and Kentucky and Nebraska in 2011, targeting commercial line markets through its specialty
products division, NSI. However, Argent is the only division that currently writes business in
Nebraska. The major products of the company are marketed through an independent agency
system of over 1,400 independent agencies located throughout the states where the company is
licensed to write insurance. West Bend's mix of business continues to change with NSI and
Argent becoming bigger parts of the company.

NSI was created in January 1999 as a specialty lines division that offers products and
services to businesses and programs that have unique insurance needs. The company appoints

NSI-only agents that write solely for social services, sports and leisure, special events, alarm



installation and monitoring, child care, personal appearance care, fairs, detective and security,
and assisted living programs. During 2010 the company added Argent, a monoline worker’'s
compensation division that focuses on writing larger accounts. Argent delivers a highly
specialized service-oriented product to assisted living/skilled care and home health facilities,
hospitals, medical clinics, manufacturing, not-for-profit organizations, educational/school districts,
contracting, and transportation - local or intermediate and long haul.

The Personal Lines division markets West Bend’'s Home and Highway program to the
general public and through agencies that focus on selling this product through their Association
Plus affinity program. The Commercial Lines division mainly targets small businesses such as
auto services, dealers, manufacturing, construction, and other types. The Commercial Lines
division and the Personal Lines division market in five states where the company is licensed.

On November 30, 2010, the company sold its subsidiary, Michigan Insurance
Company (MIC), to the Donegal Group, for strategic reasons. MIC was approximately 83%
owned by West Bend and ceded 80% of its business to West Bend under a quota share
reinsurance agreement. The quota share was discontinued in 2010 and is in run off. West Bend
created a reinsurance trust at the time of the sale to secure its obligations to MIC. At December

31, 2014, the trust was valued at $12.6 million.



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 Direct Reinsurance Reinsurance Net
Business Premium Assumed Ceded Premium

Fire $ 71,929,365 $ $ 6,420,301 $ 65,509,063
Allied lines 61,736,387 2,450,569 59,285,818
Homeowner’s

multiple peril 110,079,176 8,116,529 101,962,647
Commercial multiple

peril 68,374 1 68,373
Inland marine 24,593,742 622,457 23,971,285
Earthquake 1,617,050 40,601 1,576,450
Worker's

compensation 247,151,452 4,697,144 39,605,474 212,243,123
Other liability —

occurrence 161,107,745 24,855,149 136,252,596
Other liability —

claims made 15,133,385 482,678 14,650,707
Products liability —

occurrence 21,957,643 552,681 21,404,962
Products liability —

claims made 884 883
Private passenger

auto liability 86,200,437 265,430 85,935,007
Commercial auto

liability 59,677,446 115,767 830,060 58,963,153
Auto physical

damage 102,352,332 781,469 101,570,862
Fidelity 2,082,045 2,082,045
Surety 10,654,909 11,820 2,853,290 7,813,440
Burglary and theft 1,609,134 42,273 1,566,862
Boiler and machinery 7,331,585 7,331,585
Reinsurance —

non-proportional

assumed property 105,261 105,261
Total All Lines $985,283,091 $4,929,992 $95,250,546 $894,962,537

The company participates in the National Workers Compensation Reinsurance Pool,
an involuntary worker's compensation pool with assumed premium of $4,119,877, and
Automobile Insurance Plan Service Office (AIPSO), an involuntary commercial auto liability pool
with assumed premium of $115,767, which collectively resulted in $4,235,544 of premium
assumed. The company also has $105,261 in international assumed business which has been in

runoff since 2012.



. MANAGEMENT AND CONTROL
Board of Directors

The company’s board of directors consists of no fewer than 9 and no more than
12 members. Currently, the board consists of 11 members. The board is currently headed by a
lead director instead of a chairperson of the board. The directors are divided into three classes,
each containing as near as possible one-third of the whole number of directors. At each election,
one class of directors will be elected to fill the expiring terms. Directors are generally elected to
serve a three-year term unless (s)he is filling an unexpired term, serving a partial term due to
retirement or unless a shorter term is needed for appropriate staggering.

Non-employee directors are compensated via annual retainer fees for board
membership. Directors receive an annual retainer of $60,000 for their service on the board. The
annual retainer is paid out as follows: $55,000 in cash with the balance of $5,000 paid to match a
charitable contribution made by a director to one or more tax-exempt non-profit organizations.
The lead director and each board committee chair receive an additional annual retainer of
$10,000 and $5,000, respectively.

In 1985, 1998 and 1990 the company entered into deferred compensation
agreements with certain directors whereby directors deferred a portion of their fees for payment
at a later time. These deferred payments earned interest over the period of deferral, and the
January following death or retirement from the board the director would receive the payments
over a 10-year period. At the end of 2014 the balance in this account was $1.1 million related to
two persons, one of whom is still an active director and has not yet started receiving payout.

Currently the board of directors consists of the following persons:

Name and Residence Principal Occupation Term Expires
James Bolton Retired Senior Executive Vice President, 2017
Mequon, Wisconsin Metavante, Inc.

Curt Culver (Lead Director) Retired President and CEO, 2017
Milwaukee, Wisconsin MGIC Investment Corp.
Michael Hayford Retired CFO, FIS 2016

Ponte Verda Beach, Florida



Name and Residence

Elizabeth Neuhoff
Jupiter, Florida

Gary Poliner
Sante Fe, New Mexico

Douglas Reunhl
Madison, Wisconsin

Kenneth Riesch
Waukesha, Wisconsin

James Schloemer
Fox Point, Wisconsin

Richard Searer
Madison, Wisconsin

Kevin Steiner
West Bend, Wisconsin

Peter Ziegler
Slinger, Wisconsin

Officers of the Company

Principal Occupation

President and CEO
Neuhoff Communications

Retired President, CFO, Northwestern
Mutual Life Insurance Company

Retired President and CEO, American TV
President, R&R Insurance Services
Chairman and CEO, Continental Properties
Company, Inc.

Retired President, Kraft North America
President and CEO, West Bend Mutual

Insurance Company

Retired Chairman, President and CEO,
Ziegler Companies, Inc.

Term Expires

2017

2016

2018

2018

2018

2016

2018

2016

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

Name

Kevin Alan Steiner
Dale Jeffrey Kent
Tracey Lynn Berg

James Joseph Pauly

Office

President and CEO

EVP and CFO

SR VP -CIO

Secretary and General Counsel

2014

Compensation*

$3,564,100
1,312,591
577,738
339,054

* The 2014 compensation for executive officers includes salary, bonus, LTIP, 401k match, non-
qualified mirror 401k match, and retirement contributions.

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

Curt Culver, Chair
Douglas Reuhl
Michael Hayford
Gary Poliner
Richard Searer

Audit Committee

Michael Hayford, Chair

James Bolton

Elizabeth Neuhoff

Douglas Reuhl
Kenneth Riesch



Investment Committee Risk Oversight Committee

Gary Poliner, Chair Richard Searer, Chair
James Schloemer James Bolton
Peter Ziegler Curt Culver

Elizabeth Neuhoff
Governance/Compensation Committee James Schloemer
Douglas Reuhl, Chair
Curt Culver

Kenneth Riesch
Richard Searer
Peter Ziegler

The CEO/President is an ex-officio member of all committees.



IV. REINSURANCE

The company's reinsurance portfolio and strategy are described below. The
company had numerous active and inactive reinsurance contracts and arrangements in force at
the time of this examination. All contracts reviewed by the examiners contained proper
insolvency provisions. The company participates in a number of voluntary and involuntary
reinsurance arrangements, serving the auto and worker’s compensation markets, administered
by individual states or by national organizations. The largest assuming reinsurance agreement is
from the National Workers Compensation Reinsurance Association. A review of these
arrangements indicated that all contracts have provisions deemed appropriate by the
governmental authorities that establish and administer them. Significant treaties and agreements
are summarized as follows:

Nonaffiliated Ceding Contracts

1. Type: Multiple Line Excess of Loss Reinsurance Contract

Participating reinsurer: As of January 1, 2015, participation was as follows:
Aspen Re America, Inc. 5.0%
Munich Reinsurance America, Inc. 20.0
QBE Reinsurance Corporation 15.0
The Toa Reinsurance Company of America 20.0
Transatlantic Reinsurance Company 20.0
Hannover Riick SE 20.0
Total 100.0%

Scope: NSI division property and casualty business including worker’'s
compensation

Retention: Property: $750,000 each risk, each occurrence

Casualty: $750,000 each occurrence
Property & Casualty: $750,000 each occurrence

Coverage: Property: $500,000 each risk, in excess of the company’s
retention, up to a limit of $1,500,000 each loss occurrence and
$2,500,000 in aggregate for losses directly or indirectly arising
out of terrorism for the contract year

Casualty: $500,000 each occurrence, in excess of the
company’s retention

Property & Casualty: $500,000 each loss occurrence in excess
of the company’s retention



Reinstatement:

Premium:

Commissions:
Effective date:

Termination:

Intermediary:

Type:

Participating reinsurer:

Scope:

Retention:

None

Annual deposit premium of $3,560,000 payable in quarterly
installments, annual minimum premium of $2,850,000, subject to
adjustment rate of 1.90% of subject net premium earned on
ceded policies pursuant to this treaty

None

January 1, 2015

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days’ written notice to the
subscribing reinsurer in the event that certain circumstances
occur.

Holborn Corporation

Multiple Line Excess of Loss Reinsurance Contract

As of January 1, 2015, participation was as follows:

AXIS Reinsurance Company 15.0%
Odyssey Reinsurance Company 15.0
QBE Reinsurance Corporation 30.0
Hannover Rick SE 40.0
Total 100.0%

West Bend and NSI division property and casualty business
excluding worker’'s compensation

Section | — Property

A. $1,250,000 each risk, each occurrence of business written
by NSI

B. $1,500,000 each risk, each occurrence of business written
by West Bend

A and B combined: $1,250,000 each risk, each occurrence

Section Il — Liability

A. $1,250,000 any one occurrence of business written by NSI

B. $1,500,000 any one occurrence of business written by West
Bend

A and B combined: $1,250,000 any one occurrence

Section Ill — Basket: property and liability combined, $1,500,000
any one occurrence

Section IV — Terrorism and Cyber Risk

A. $1,250,000 any one occurrence of business written by NSI

B. $1,500,000 any one occurrence of business written by West
Bend

10



Coverage:

Reinstatement:

Premium:

Commissions:

Effective date:

Termination:

Intermediary:

Section | — Property

A. Ultimate net loss in excess of NSI's retention, up to a limit of
$3,750,000 and $3,750,000 in aggregate for terrorism loss
occurrence in the contract year, the reinsurers’ liability will
not exceed $11,250,000 per occurrence

B. Ultimate net loss in excess of West Bend’s retention, up to a
limit of $3,500,000 per loss occurrence and $3,500,000 in
aggregate for terrorism loss occurrence in the contract year,
the reinsurers’ liability will not exceed $10,500,000 per
occurrence

A and B combined: Ultimate net loss in excess of NSI's and

West Bend's retention, up to a limit of $3,750,000 per loss

occurrence, the reinsurers’ liability will not exceed $11,250,000

Section Il — Liability

A. Ultimate net loss in excess of NSI's retention, up to a limit of
$3,750,000 per occurrence

B. Ultimate net loss in excess of West Bend’s retention, up to a
limit of $3,500,000 per occurrence

A and B combined: $3,750,000 excess of $1,250,000, any one

occurrence

Section Ill — Basket Retention: property and liability combined,
ultimate net loss in excess of the company’s retention of
$1,500,000 up to a limit of $2,500,000 any one occurrence

Section IV — Terrorism and Cyber Risk

A. Ultimate net loss in excess of NSI's retention, up to a limit of
$3,750,000 in aggregate

B. Ultimate net loss in excess of West Bend’s retention, up to a
limit of $3,500,000 in aggregate

Free and unlimited

Annual deposit premium of $4,840,000 paid in quarterly
installments; annual minimum premium of $3,872,000, subject to
adjustment at the rate of 0.710% of subject net earned premium
None

January 1, 2015

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days written notice to the
subscribing reinsurer in the event that certain circumstances

occur.

Aon Benfield Inc.

11



3. Type:

Participating reinsurer:

Scope:

Retention:

Coverage:

Special conditions:

Reinstatement:

Premium:

Commissions:

Effective date:

Termination:

Casualty Clash Excess of Loss Reinsurance Contract

As of January 1, 2015, participation was as follows:

Odyssey America Reinsurance Corporation 10.0%
Platinum Underwriters Reinsurance 20.0
QBE Reinsurance Corporation 10.0
Safety National Casualty Corporation 15.0
Hannover Ruckversicherung 35.0
Lloyd’'s Syndicate 0435 10.0
Total 100.0%

All policies classified by the reinsured as other liability,
automobile liability (including “Out of State” coverage provisions
and coverage required under Section 30 of the Motor Carrier Act
of 1980 and any amendments thereto), products liability; and
homeowner’s and commercial multiple peril liability

$5,000,000 each occurrence

Ultimate net loss in excess of the company’s retention, up to a
limit of $5,000,000 per loss occurrence, subject to an aggregate
limit of liability of $15,000,000 for all loss occurrences; maximum
limit of liability for losses due to an act of terrorism will not
exceed $5,000,000 during the contract term

The portion of policy limit in excess of the amount set forth
below, as respects any one occurrence, will be excluded and will
be deemed to be reinsured elsewhere unless otherwise mutually
agreed by special acceptance to this contract:

1) Bodily Injury Liability - $2,000,000

2) Property Damage Liability - $2,000,000

3) Combined Single Limit Bodily Injury and Property Damage
Liability - $2,000,000

4) Liquor Law Liability - $1,000,000

5) Liability policies written by NSI - $2,000,000

First reinstatement is free; second full reinstatement with pro rata
reinstatement premium

Annual deposit premium of $464,660 paid in quarterly
installments; annual minimum premium of $371,728, subject to
adjustment at the rate of 0.1473% of subject net earned premium

None

January 1, 2015

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days written notice to the

subscribing reinsurer in the event that certain circumstances
occur.

12



Intermediary:

Type:

Reinsurer:

Scope:

Retention:

Coverage:

Reinstatement:

Premium:

Commissions:

Effective date:

Termination:

Type:

Participating reinsurer:

Scope:

Retention:

Aon Benfield Inc.

Property per Risk Excess of Loss Reinsurance Agreement
Munich Reinsurance America, Inc.

Fire, allied lines, homeowner’s (property perils only), commercial
multiple peril (property perils only), inland marine, burglary and

automobile physical damage

The first $5,000,000 in ultimate net losses each risk, each
occurrence

Ultimate net loss in excess of the company’s retention up to a
limit of $10,000,000 each risk, each loss occurrence, and
$10,000,000 in aggregate for terrorism loss occurrences in
contract year, the reinsurer’s liability will not exceed $20,000,000
during contract year

Unlimited reinstatements with pro rata annual earned premium
Annual deposit premium of $1,170,585 paid in quarterly
installments; minimum deposit premium of $1,054,000, subject of
adjustment at the rate of 0.326% of subject net earned premium
None

January 1, 2014, remains in force on a continuous basis until
cancelled

The contract may be terminated at the end of any calendar year
or at any time by giving 90 days’ written notice

Property Catastrophe Excess of Loss Reinsurance Agreement

As of January 1, 2015, participation was as follows:

Allied World Insurance Company 25.0%
American Agricultural Insurance Company 4.0
Employers Mutual Casualty Company 5.0
Everest Reinsurance Company 10.0
Hannover Riick SE 3.5
Lloyd’'s Syndicate 2001 25.0
Lloyd’s Syndicate 2014 12.5
Lloyd’'s Syndicate 2010 2.5
Odyssey Reinsurance Company 12.5
Total 100.0%

All NSI policies for fire, allied lines, inland marine, property
sections of farmowner’s multiple peril, homeowner’s multiple peril
and commercial multiple peril, automobile physical damage
(excluding collision), glass and earthquake

$1,500,000 each occurrence

13



Coverage: Ultimate net loss in excess of the company’s retention, up to limit
of $5,500,000 each loss occurrence and $11,000,000 in
aggregate for all losses

Special conditions: Agreement applies to all policies written that are located in
Kansas, Missouri, Michigan, Ohio and Kentucky

Reinstatement: Reinstatement allowed for amount exhausted per occurrence,
not per risk coverage, subject to the limit of all loss occurrences
commencing during the term

Premium: Annual deposit premium of $522,500 paid in quarterly
installments; annual minimum premium of $418,000, subject to
adjustment at the rate of 2.4125% of subject net earned premium

Commissions: None
Effective date: January 1, 2015
Termination: The contract is scheduled to expire on January 1, 2016. The

company may terminate the subscribing reinsurer’s percentage
share at any time by giving written notice to the subscribing
reinsurer in the event that certain circumstances occur.

Intermediary: Guy Carpenter & Company, LLC

Type: Property Catastrophe Excess of Loss Reinsurance Agreement

Participating reinsurer: As of January 1, 2015, participation was as follows:

1st 2nd 3rcl 4th
American Agricultural Insurance Company 2.50% 3.00% 3.00% 1.50%
Amlin Bermuda 0.00 0.00 0.00 4.00
Arch Reinsurance Company 1.50 0.00 0.00 3.00
Allied World Insurance Company 8.00 10.00 5.00 2.50
Employers Mutual Casualty Company 0.00 1.00 1.25 1.25
Everest Reinsurance Company 28.00 0.00 0.00 4.90
Odyssey Reinsurance Company 10.00 11.00 6.50 0.00
QBE Reinsurance Corporation 10.00 7.25 10.00 4.50
Hamilton Re, LTD 0.00 0.00 3.50 4.00
Hannover Ruckversicherung 8.00 8.50 10.00 10.50
Helvetia AG 1.00 2.25 2.50 2.50
Korean Reinsurance Company 0.00 3.50 4.00 4.00
Lancashire Insurance Company, LTD 0.00 0.00 0.00 1.00
Mapfre Reinsurance Company 0.00 8.00 9.25 9.50
R+V Versicherung 8.00 14.50 6.00 9.00
Transatlantic Reinsurance Co. 0.00 2.50 2.50 2.50
Certain Underwriting Members of Lloyds
(11 Syndicates) 23.00 28.50 36.50 35.35

Totals 100.00%  100.00%  100.00%  100.00%

Scope: Fire, allied lines, inland marine, property sections of farmowner’s

multiple peril, homeowner’s multiple peril and commercial
multiple peril, automobile physical damage (excluding collision),
glass and earthquake

14



Retention:

Coverage:

Special conditions:

Reinstatement:

Premium:

Commissions:

Effective date:

First Layer: The first $10,000,000 each occurrence. In addition,
the company retains $5,000,000 of aggregate excess loss for
loss occurrences commencing during the term of this agreement.

Second Layer: The first $15,000,000 each occurrence
Third Layer: The first $25,000,000 each occurrence
Fourth Layer: The first $50,000,000 each occurrence

First Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $5,000,000 per loss occurrence and
$10,000,000 in aggregate

Second Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $10,000,000 per loss occurrence and
$20,000,000 in aggregate

Third Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $25,000,000 per loss occurrence and
$50,000,000 in aggregate

Fourth Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $120,000,000 per loss occurrence and
$240,000,000 in aggregate

No loss occurrences shall be covered unless it involves two or
more risks subject to this agreement. Losses resulting from an
act of terrorism are specifically excluded from this contract.

Unlimited, at additional premium

First Layer: Annual deposit premium of $1,050,000 paid in
quarterly installments; annual minimum premium of $840,000,
subject to adjustment at the rate of 0.3268% of subject net
earned premium

Second Layer: Annual deposit premium of $2,300,000 paid in
guarterly installments; annual minimum premium of $1,840,000,
subject to adjustment rate of 0.7158% of subject net earned
premium

Third Layer: Annual deposit premium of $1,562,500 paid in
quarterly installments; annual minimum premium of $1,250,000,
subject to adjustment at the rate of 0.4863% of subject net
earned premium

Fourth Layer: Annual deposit premium of $2,520,000 paid in
quarterly installments; annual minimum premium of $2,016,000,
subject to adjustment at the rate of 0.7843% of subject net
earned premium

None

January 1, 2015

15



Termination:

Intermediary:

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving written notice to subscribing reinsurer
in the event that certain circumstances occur.

Guy Carpenter & Company, LLC

The following three contracts, together, provide 100% coverage for a top layer

property catastrophe and aggregate excess of loss reinsurance coverages. Contract #7 provides

coverage for the top layer property catastrophe, at 15.5% participation. Contract #8 provides

coverage for the top layer property catastrophe and aggregate excess of loss coverage, at 84.5%

participation. Contract #9 provides the aggregate loss reinsurance coverage, at 15.5%

participation. Reinsurers participating on each contract are shown after contract #9.

7. Type:

Participating reinsurers:

Scope:

Retention:

Coverage:

Reinstatement:

Premium:

Commissions:
Effective date:

Termination:

Intermediary:

8. Type:

Participating reinsurers:

Property Catastrophe Top Layer Excess of Loss Reinsurance
Agreement

As of January 1, 2015, various see Exhibit A

Fire, allied lines, inland marine, property sections of farmowner’s
multiple peril, homeowner’s multiple peril and commercial
multiple peril, automobile physical damage (excluding collision),
glass and earthquake; loss occurrences must involve two or
more risks to be covered under this contract

$170,000,000 each occurrence

The ultimate net loss in excess of the company’s retention, up to
a limit of $20,000,000 per loss occurrence (Subscribed 15.5%)

None

$300,000 deposit premium payable in equal quarterly
installments of $75,000; 0.0934% of the gross net earned
premium income, subject to a minimum premium of $240,000
None

January 1, 2015

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving written notice to subscribing reinsurer
in the event that certain circumstances occur.

Aon Benfield, Inc.

Aggregate and Occurrence Excess of Loss Reinsurance
Contract

As of January 1, 2015, various see Exhibit A
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Scope: Fire, allied lines, inland marine, property sections of farmowner’s
multiple peril, homeowner’s multiple peril and commercial
multiple peril, automobile physical damage (excluding collision),
glass and earthquake; loss occurrences must involve two or
more risks to be covered under this contract

Retention: Top Layer Cat: $170,000,000 each occurrence
Aggregate Excess of Loss: $43,500,000 of subject net losses

from all occurrences. Subject net losses are ultimate net losses
between $1,000,000 and $14,000,000 for any one occurrence.

Coverage: Top Layer Cat: The ultimate net loss in excess of the company’s
retention, up to a limit of $20,000,000 (Subscribed 84.5%)

Aggregate Excess of Loss: $20,000,000 in excess of the
company’s retention (Subscribed 84.5%)

Reinstatement: None

Premium: Annual deposit premium of $5,300,000 paid in quarterly
installments; annual minimum premium of $4,240,000, subject to
adjustment at the rate of 1.6914% of subject net earned premium

Commissions: None
Effective date: January 1, 2015
Termination: The contract is scheduled to expire on January 1, 2016. The

company may terminate subscribing reinsurer’s percentage
share at any time by giving written notice to subscribing reinsurer
in the event that certain circumstances occur.

Intermediary: Aon Benfield, Inc.

Type: Aggregate Excess of Loss Reinsurance Contract

Participating reinsurers:  As of January 1, 2015, various see Exhibit A

Scope: Fire, allied lines, inland marine, property sections of farmowner’s
multiple peril, homeowner’s multiple peril and commercial
multiple peril, automobile physical damage (excluding collision),
glass and earthquake; loss occurrences must involve two or
more risks to be covered under this contract

Retention: $43,500,000 of subject net losses from all occurrences. Subject
net losses are ultimate net losses between $1,000,000 and
$14,000,000 for any one occurrence.

Coverage: $20,000,000 in excess of the company’s retention (Subscribed 15.5%)

Reinstatement: None
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Premium: Annual deposit premium of $5,000,000 paid in quarterly
installments; annual minimum premium of $4,000,000, subject to
adjustment at the rate of 1.5957% of subject net earned premium

Commissions: None
Effective date: January 1, 2015
Termination: The contract is scheduled to expire on January 1, 2016. The

company may terminate subscribing reinsurer’s percentage
share at any time by giving written notice to subscribing reinsurer
in the event that certain circumstances occur.

Intermediary: Aon Benfield, Inc.
Exhibit A
Reinsurer(s): Contract #7 Contract #8 Contract #9
American Agriculture Insurance
Company 0.00% 3.00% 0.00%
Amlin Bermuda 0.00 5.00 0.00
Arch Reinsurance Company 0.00 10.00 0.00
Hamilton Reinsurance Ltd 0.00 4.00 0.00
Helvetia AG 0.00 1.75 0.00
Hiscox Insurance Company Ltd 0.00 3.25 0.00
Montpelier Reinsurance Ltd 0.00 15.00 0.00
R+V Versicherung AG 0.00 4.25 0.00
Everest Reinsurance Company 0.00 10.00 0.00
Validus Reinsurance Ltd 0.00 0.00 8.00
Lloyd’s Syndicate 2001 0.00 20.00 0.00
Lloyd’s Syndicate 510 0.00 5.00 0.00
Lloyd’s Syndicate 33 0.00 3.25 0.00
Lloyd’s Syndicate 435 0.00 0.00 7.50
Lloyd's Syndicate 4141 15.50 0.00 0.00
Totals 15.50% 84.50% 15.50%
10. Type: Property per Risk Automatic Facultative Excess of Loss Binding Agreement
Participating reinsurer As of January 1, 2015, participation was as follows:

Reinsurance share: 74% of the Interest and Liabilities

Ace Property & Casualty Ins Co 13.16%
Lloyd’'s Syndicate 510 17.11
Lloyd’'s Syndicate 1967 5.26
Amlin AG 13.16
Lloyd’'s Syndicate 2007 7.89
Lloyd’'s Syndicate 1200 6.58
Lloyd’'s Syndicate 4020 26.31
Hannover Rueck SE 10.53
Total of 74% share 100.00%
Montpelier Reinsurance LTD 20.00%
Partner Reinsurance Co of the US 6.00%
Total Placement 100.00%
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11.

Scope:

Retention:

Coverage:

Special conditions:

Premium:

Commissions:

Effective date:

Termination:

Intermediary:

Type:

Participating reinsurer:

Scope:
Retention:

Coverage:

Losses from any policies, binders or contracts of insurance
written and classified by the company as commercial business,
including but not limited to: fire and allied lines (including
extended coverage), commercial multiple perils policies

(section 1), inland marine, personal and commercial automobile
physical damage (excluding collision), when the ultimate net loss
also involves a property loss, garage keepers legal liability

The capacity provided in this agreement shall be limited to the
top layer of reinsurance protection for policies reinsured
hereunder

Company’s minimum net and treaty retention shall be
$15,000,000

Ultimate net loss in excess of the company’s retention, up to a
limit of $50,000,000 each risk, each occurrence; with respect to
losses due to the peril of terrorist activity, ultimate net loss of
$50,000,000 in any one occurrence, or in the aggregate during
contract term

Agreement applies only to property located in the states of
Wisconsin, lllinois, lowa, Minnesota, Indiana, Michigan, Ohio,
Missouri, Kentucky, Kansas and Nebraska; except as respects
inland marine coverages where the territorial limits shall be those
of the policies concerned

Portion of the net earned premiums of the applicable policies
None

April 1, 2011

The company may terminate the contract by giving 90-day
written notice

Direct Fac Inc. of Chicago
Workers Compensation Excess of Loss Reinsurance Contract

As of January 1, 2015, participation was as follows:

Safety National Casualty Corporation 75%
Technology Insurance Company, Inc. 25
Total 100%

NSI division worker's compensation business
$1,250,000 each occurrence
Ultimate net loss in excess of the company’s retention, up to a

limit of $3,750,000 per loss occurrence and $3,750,000 in
aggregate for terrorism loss occurrences in the contract year
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12.

Reinstatement:

Premium:

Commissions:

Effective date:

Termination:

Intermediary:

Type:

Participating reinsurer:

Scope:

Retention:

Coverage:

First three full reinstatements are free, fourth full reinstatement
with provisional reinstatement premium; the reinsurers’ liability
will not exceed $18,750,000 during the contract term

Annual deposit premium of $400,000 paid in quarterly
installments; annual minimum premium of $320,000, subject to
adjustment at the rate of 4.0% of subject net earned premium
None

May 1, 2015

The contract is scheduled to expire on May 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days’ written notice to the
subscribing reinsurer in the event that certain circumstances
occur.

Aon Benfield Inc.

Four Layer Workers Compensation Excess of Loss Reinsurance
Contract

As of January 1, 2015, participation was as follows:

1St 2nd 3rd 4th
Axis Reinsurance Company 7.5% 15.0% 0.0% 0.0%
Arch Reinsurance Company 0.0 0.0 0.0 125
Munich Reinsurance America 0.0 10.0 7.5 0.0
QBE Reinsurance Corporation 0.0 5.0 6.7 1.7
Transatlantic Reinsurance Company 10.0 0.0 0.0 0.0
Technology Insurance Company 40.0 20.0 0.0 0.0
Safety National Casualty Corp. 7.5 0.0 10.8 10.0
Hannover Ruckversicherung 35.0 5.0 20.0 0.0
Certain Underwriting Members of
Lloyd’s (13 Syndicates) 0.0 45.0 55.0 75.8
Totals 100.0%  100.0% 100.0% 100.0%

All policies classified by the company as worker’'s compensation
and employer’s liability; however, the first layer of coverage
specifically excludes all business written by NSI division of West
Bend Mutual

First Layer: The first $2,000,000 each occurrence, excludes all
business written by NSI

Second Layer: The first $5,000,000 each occurrence
Third Layer: The first $10,000,000 each occurrence
Fourth Layer: The first $25,000,000 each occurrence
First Layer: Ultimate net loss in excess of the company’s

retention; subject to an aggregate limit of liability of $3,000,000
as respects all loss occurrence, the reinsurers’ maximum limit of
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Special conditions:

Reinstatement:

Premium:

liability for all losses due to an act of terrorism is $3,000,000
during the term of the contract

Second Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $5,000,000 per occurrence, subject to
an aggregate limit of liability of $25,000,000 as respects all loss
occurrences; the reinsurers’ maximum limit of liability for losses
due to an act of terrorism is $5,000,000 during the term of the
contract

Third Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $15,000,000 per occurrence, subject to
an aggregate limit of liability of $45,000,000 as respects all loss
occurrences; the reinsurers’ maximum limit of liability for losses
due to an act of terrorism is $15,000,000 during the term of the
contract

Fourth Layer: Ultimate net loss in excess of the company’s
retention, up to a limit of $60,000,000 per occurrence, subject to
an aggregate limit of liability of $120,000,000 as respects all loss
occurrences; the maximum contribution to loss as respects any
one person will be $25,000,000; the reinsurers’ maximum limit of
liability for losses due to an act of terrorism is $60,000,000
during the term of the contract

Employer’s liability ultimate net loss in excess of the company’s
retention, up to a limit of $2,000,000 per occurrence for each
layer

First Layer: Unlimited and free

Second Layer: First three reinstatements are free, fourth full
reinstatement with provisional reinstatement premium

Third Layer: Two full reinstatements with provisional
reinstatement premium

Fourth Layer: One full reinstatement with provisional
reinstatement premium

First Layer: Annual deposit premium of $4,136,000 paid in
quarterly installments; annual minimum premium of $3,308,800;
subject to adjustment at the rate of 2.121% of subject net earned
premium

Second Layer: Annual deposit premium of $2,457,000 paid in
quarterly installments; annual minimum premium of $1,965,600;
subject to adjustment at the rate of 1.2% of subject net earned
premium

Third Layer: Annual deposit premium of $1,855,000 paid in
guarterly installments; annual minimum premium of $1,484,000;
subject to adjustment at the rate of 0.906% of subject net earned
premium
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13.

Commissions:
Effective date:

Termination:

Intermediary:

Type:

Participating reinsurer:

Scope:

Retention:

Coverage:

Reinstatement:

Premium:

Fourth Layer: Annual deposit premium of $1,050,000 paid in
quarterly installments; annual minimum premium of $840,000;
subject to adjustment at the rate of 0.513% of subject net earned
premium

None

January 1, 2015

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days’ written notice to the
subscribing reinsurer in the event that certain circumstances
occur.

Aon Benfield Inc.

Umbrella Excess Cessions and Quota Share Reinsurance
Contract

As of October 1, 2015, participation was as follows:

Section A Swiss Reinsurance America
Corporation 5.00%
QBE Reinsurance Corporation 2.50
Munich Reinsurance America, Inc. 6.25
Maiden Reinsurance Company 2.50
Hannover Rick SE 8.75
Total of 25% quota share participation 25.00%
Section B Hannover Rick SE 35.00%
Maiden Reinsurance Company 10.00
Munich Reinsurance America, Inc. 25.00
QBE Reinsurance Corporation 10.00
Swiss Reinsurance America
Corporation 20.00
Total of 100% quota share
participation 100.00%

Umbrella policies written by NSI division

Section A: 75% quota share of the first $1,000,000 each
occurrence

Section B: 0% in excess of $1,000,000 each occurrence

Section A: 25% quota share of the first $1,000,000 per loss
occurrence

Section B: 100% of the ultimate net loss in excess of $1,000,000
of sustained loss under Section A, subject to an aggregate limit
of $9,000,000 for each occurrence

None

Section A: Pro rata of the net subject earned premium
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14.

Commissions:

Effective date:

Termination:

Intermediary:

Type:

Participating reinsurer:

Scope:

Retention:

Coverage:

Section B: 100% of the net subject earned premium
Provisional ceding commission:

a) If loss ratio is 30%, the provisional ceding commission is
43%

b) If loss ratio is greater than 30%, the 45% provisional ceding
commission will be reduced by one percentage point for
every one percentage point increase in loss ratio, subject to
a minimum ceding commission of 27% at a loss ratio of 48%
or greater

c) Ifloss ratio is less than 30%, the 45% provisional ceding
commission will be increased by one percentage point for
every one percentage point decrease in loss ratio, subject to
a maximum ceding commission of 59% at a loss ratio of 16%
or less

October 1, 2015

The contract was scheduled to expire on October 1, 2017. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days’ written notice to the
subscribing reinsurer in the event that certain circumstances
occur

Aon Benfield, Inc.

Commercial/Personal Umbrella Liability Quota Share
Reinsurance Agreement

As of January 1, 2015, participation was as follows:

Munich Reinsurance America, Inc. 75%
General Reinsurance Corporation 25
Total 100%

All company business classified as commercial and personal
umbrella liability (excluding NSI division)

Commercial umbrella:
a) 50% of the first $2,000,000 each occurrence or offense
b) 100% in excess of $2,000,000 each occurrence or offense

Personal umbrella:

a) 100% of the first $1,000,000 each occurrence or offense

b) 0% in excess of $1,000,000 each occurrence or offense

c) 0% in excess of $1,000,000 each occurrence or offense from
any uninsured and underinsured motorists liability policy

Commercial umbrella:

a) 50% of the first $2,000,000 each occurrence

b) 100% in excess of $2,000,000 each occurrence or offense;
the net loss shall not exceed $8,000,000 each occurrence or
offense
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15.

Premium:

Commissions:

Effective date:

Termination:

Intermediary:

Type:

Participating reinsurer:

Scope:
Retention:

Coverage:

Premium:

Commissions:

Personal umbrella:

a) 0% of the first $1,000,000 each occurrence or offense

b) 100% in excess of $1,000,000 each occurrence or offense;
the net loss shall not exceed $9,000,000 each occurrence or
offense

c) 100% in excess of $1,000,000 each occurrence or offense,
the net loss shall not exceed $1,000,000 each occurrence or
offense from any uninsured and underinsured motorists
liability policy

Proportional share of the net written premium

39% on the ceded net premium written
Contingent commission of 25% of the net profit

January 1, 2013

The contract remains in force until it is terminated. The company
may terminate subscribing reinsurer’s percentage share at any
time by giving 90 days’ written notice to the subscribing reinsurer
in the event that certain circumstances occur.

Munich Reinsurance America, Inc.

Contract Surety Bond Variable Quota Share

As of January 1, 2015, participation was as follows:

Aspen Reinsurance America 10.0%
Axis Reinsurance Company 45.0
Partner Reinsurance Company of the U.S. 45.0

Total 100.0%
Surety and fidelity bonds underwritten by NSI

The lesser of $1,000,000 or 60% of the company’s liability
The ultimate net liability in excess of the company’s retention.
The maximum single bond amount not to exceed $7,500,000,
and the aggregate work program not to exceed $16,000,000 for

any one principal.

Pro rata share of the net written premium on all bonds written or
renewed

Provisional ceding commission:

a) If loss ratio is 35% or less, the provisional ceding
commission is 50% of the net written premium ceded

b) If loss ratio is greater than 35%, the 50% provisional ceding
commission will be reduced by one percentage point for
every one percentage point increase in loss ratio, subject to
a minimum ceding commission of 40% at a loss ratio of 45%
or greater

24



16.

17.

Effective date:

Termination:

Intermediary:
Type:
Reinsurer:

Scope:

Retention:
Coverage:

Premium:

Commissions:

Effective date:

Termination:

Type:
Reinsurer:

Scope:

Retention:

Coverage:

Premium:

Commissions:

Effective date:

Termination:

January 1, 2015

The contract is scheduled to expire on January 1, 2016. The
company may terminate subscribing reinsurer’s percentage
share at any time by giving 30 days’ written notice to the
subscribing reinsurer in the event that certain circumstances
occur.

Aon Benfield, Inc.

Equipment Breakdown Reinsurance Agreement

Hartford Steam Boiler Inspection and Insurance Co.

All equipment breakdown liability including data compromise on
business owners and commercial package policies

$0
$100,000,000 for any one accident, any one policy

100% of the boiler and machinery or mechanical equipment
breakdown written premium

30% of boiler and machinery or mechanical equipment
breakdown premium ceded under this agreement

April 1, 2009

The company may terminate the contract by giving 180 days’
written notice

Data Compromise Reinsurance Agreement
Hartford Steam Boiler Inspection and Insurance Co.

All data compromise on business owners and commercial
package policies

$0

$1,000,000 annual aggregate per policy for response expenses
and $1,000,000 annual aggregate per policy for defense and
liability; $6,500,000 in aggregate for all losses

100% of the data compromise written premium

30% of the data compromise premium ceded under this
agreement

March 15, 2013

The company may terminate the contract by giving 180 days’
written notice
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Nonaffiliated Assuming Contracts
In addition to participating in various voluntary and involuntary reinsurance

arrangements administered by national organizations or individual states, the company also
assumes 100% of worker’s compensation premium written through Sompo Japan Insurance
Company of America for its Commercial Lines and Argent divisions in states where West Bend is
not currently licensed.

The company ceased all assumption with respect to international exposure in 2012. As
of year-end it had $105,261 in premium from three assuming reinsurance contracts in runoff with

$5.5 million in outstanding losses.
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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.
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West Bend Mutual Insurance 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
Other invested assets
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
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:
Insurance policy value
Company-owned life insurance
Advances and loans to employees
and agents
Prepaid expenses
Other receivables
Premium tax offsets

Total Assets

Assets

Net
Nonadmitted Admitted
Assets Assets Assets
$1,308,374,806 $ $1,308,374,806
22,839,484 22,839,484
241,932,152 241,932,152
66,579,469 65,579,469
39,203,753 39,203,753
70,886,992 748,009 70,138,983
98,179 98,179
11,324,731 11,324,731
41,723,090 977,022 40,746,067
260,152,691 293,500 259,859,191
35,585 106,342 (70,757)
13,138,294 13,138,294
153,020 2,263 150,757
244,263 244,263
47,567,000 47,567,000
39,396,082 37,096,056 2,300,027
5,510,444 5,510,444
230,619 230,619
46,342,941 46,342,941
260,762 260,762
4,331,067 4,331,067
150,680 150,680
10,836 10,836
$2,220,486,938 $49,325,464 $2,171,161,473
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West Bend Mutual Insurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2014

Losses $ 585,397,320
Reinsurance payable on paid loss and loss adjustment
expenses 1,568,480
Loss adjustment expenses 182,907,099
Commissions payable, contingent commissions, and
other similar charges 27,300,865
Other expenses (excluding taxes, licenses, and fees) 32,268,100
Taxes, licenses, and fees (excluding federal and
foreign income taxes) 6,792,641
Borrowed money and interest thereon 29,785,925
Unearned premiums 445,673,646
Advance premium 9,464,379
Dividends declared and unpaid:
Policyholders 4,364,000
Ceded reinsurance premiums payable (net of ceding
commissions) 17,057,674
Funds held by company under reinsurance treaties 73,643
Amounts withheld or retained by company for account
of others 1,498,659
Remittances and items not allocated 354,038
Provision for reinsurance 21,878
Payable for securities 3,509,664
Total liabilities 1,348,038,013
Write-ins for other than special surplus funds:
Guaranty fund $ 1,000,000
Change in accounting principle — earned premium
method 7,365,500
Surplus notes 70,000,000
Unassigned funds (surplus) 744,757,960
Surplus as regards policyholders 823,123,461
Total Liabilities and Surplus $2,171,161,473
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Underwriting Income
Premiums earned

Deductions:

Losses incurred

West Bend Mutual Insurance Company

Summary of Operations
For the Year 2014

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

Income from company-owned life insurance
Interest on insurance policy value

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

30

$426,467,007
115,412,214
264,168,612

40,464,461
7,543,238

(711,843)
3,349,450

32,581
1,794,780

15,195

$852,175,028

806,047,832
46,127,196

48,007,699

4,480,163

98,615,058
16,115,130

— e e e

82,499,928
24,989,549

$ 57,510,378



West Bend 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
Stocks
Other invested assets
Net gains (losses) on cash, cash
equivalents, and short-term
investments
Total investment proceeds
Cost of investments acquired (long-term
only):
Bonds
Stocks
Real estate
Other invested assets
Total investments acquired
Net cash from investments

Cash from financing and miscellaneous
sources:
Surplus notes, capital notes
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

$490,992,100
31,629,214
1,233,596

220,617

602,500,128
75,630,886
386,828
29,265,518
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$510,637,461

272,635,600
15,436,130

18,500,000

524,075,528

707,783,360

70,000,000
2,377,521

$866,209,875
51,577,607
4,844,854
922,632,335

817,209,191
105,423,144

(183,707,833)

72,377,521

(5,907,168)

45,110,921

$ 39,203,753



West Bend Mutual Insurance Company
Compulsory and Security Surplus Calculation
December 31, 2014

Assets $2,171,161,473
Less liabilities 1,348,038,013
Adjusted surplus 823,123,460
Annual premium:

Lines other than accident and health $880,921,218

Factor 20%
Compulsory surplus (subject to a minimum of

$2 million) 176,184,243

Compulsory Surplus Excess (or Deficit) $ 646,939,217
Adjusted surplus (from above) $ 823,123,460

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%) 200,850,037
Security Surplus Excess (or Deficit) $ 622,273,423
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West Bend Mutual Insurance 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 $690,730,750  $613,547,056  $547,629,281  $542,028,695  $489,807,276
Net income 57,510,378 62,781,296 60,311,010 20,097,878 33,851,152
Change in net unrealized

capital gains/losses (8,790,957) 20,854,623 10,671,767 (7,877,331) 3,750,733
Change in net unrealized

foreign exchange

capital gains/losses (236,137) (280,249) 394,650
Change in net deferred

income tax 2,530,039 2,017,000 (2,986,000) (3,258,000) (1,480,000)
Change in nonadmitted

assets 4,021,287 (8,189,193) (2,473,953) (8,428,111) 10,896,726
Change in provision for

reinsurance (7,401) 217 302 6,640,150 1,171,808

Change in surplus notes 70,000,000
Cumulative effect of

changes in accounting

principles 7,365,500 (110,000)
Write-ins for gains and

(losses) in surplus:

Deferred tax change in

accounting principle

SSAP 10-R (1,464,000) 4,031,000
Surplus, End of Year $823,123,461 $690,730,750 $613,547,056 $547,629,281  $542,028,695
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West Bend 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. Unusual IRIS results are denoted with

asterisks and discussed below the table.

Ratio 2014 2013 2012 2011 2010
#1 Gross Premium to Surplus 120% 131% 131% 132% 135%
#2  Net Premium to Surplus 109 118 118 120 123
#3 Change in Net Premiums Written 10 12 11 (2) 0
#4  Surplus Aid to Surplus 1 1 1 1 1
#5 Two-Year Overall Operating Ratio 89 88 93 99 98
#6 Investment Yield 2.5*% 2.7 3.2 3.5 34
#7 Gross Change in Surplus 19 13 12 1 11
#8 Change in Adjusted Surplus 9 13 12 1 11
#9 Liabilities to Liquid Assets 67 71 71 74 76
#10 Agents’ Balances to Surplus 5 6 7 7 9
#11 One-Year Reserve Development
to Surplus (5) (5) 3) (2) 0
#12 Two-Year Reserve Development
to Surplus (20) (6) (4) 1 1
#13 Estimated Current Reserve
Deficiency to Surplus 1 5 (1) ) 9)

Ratio No. 6 measures the amount of the company’s net investment income as a
percentage of the average amount of cash and invested assets. The exceptional ratios in 2014

and 2013 are primarily driven by the low interest rate environment.

Growth of West Bend Mutual Insurance Company

Surplus as
Admitted Regards Net
Year Assets Liabilities Policyholders Income
2014 $2,171,161,473 $1,348,038,013 $823,123,461 $57,510,378
2013 1,975,352,802 1,284,622,051 690,730,751 62,781,296
2012 1,786,163,003 1,172,615,947 613,547,056 60,311,010
2011 1,666,575,112 1,118,945,830 547,629,281 20,097,878
2010 1,650,110,936 1,108,082,241 542,028,695 33,851,152
2009 1,559,828,272 1,070,020,995 489,807,276 5,614,789
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Year

2014
2013
2012
2011
2010
2009

Gross
Premium
Written

$990,213,083
905,220,037
801,598,947
723,529,895
730,485,626
726,831,373

Net
Premium
Written

$894,962,537
814,280,267
726,723,951
656,220,639
668,128,428
667,728,124

Premium
Earned

$852,175,028
768,660,210
690,646,907
666,013,237
666,917,603
670,197,773

Loss

and LAE Expense

Ratio

63.6%
61.1
62.3
74.1
72.1
67.8

Ratio

29.0%
30.2
30.3
30.2
31.6
32.3

Combined
Ratio

92.6%

91.3

92.6
104.3
103.7
100.1

Surplus increased 68% during the examination period. One significant increase

occurred as a result of the May 1, 2014, issuance of $70 million surplus notes. The notes were

issued to more than one investor; $45 million of the surplus note has a fixed 8% interest rate and

$25 million has a variable rate of interest. The note is due on May 1, 2034; however, West Bend

can redeem the note, as a whole or in part, after the expiration of the initial no-call period. The

note was issued in accordance with s. 611.33 (2) (b), Wis. Stat., and is a direct and unsecured

obligation of West Bend. Any payment of principal or interest is subject to the Commissioner’s

approval.

Gross premium written and net premium written have increased steadily during the

examination period increasing 36.2% and 34.0%, respectively. The increased writings are due in

part to the company’s expansion to other states and the addition of the Argent division in 2010.

The company has maintained a combined ratio of less than 100% for the last three years, even

with the expansion into new areas. The company sold MIC in 2010 which impacted its gross

premium written. West Bend assumed 80% of all premium written by MIC; in 2009 this amount

was approximately $71.5 million.

The company is undergoing a major system initiative that will result in a new policy

administrative system and an enhanced Enterprise Data Warehouse. Installation began in spring

of 2014 and it is scheduled to be completely released by the end of 2016 for commercial lines

products, with personal lines to follow. The company reported $37 million in nonadmitted assets

for electronic data processing equipment and software. The initiative will greatly enhance its

speed to market (both products and geography), reduce turn-around time, automate many
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previously manual processes, improve self-service for agents and improve product analysis and
decision-making.
Reconciliation of Surplus per Examination

No adjustments were made to surplus as a result of the examination. The amount of

surplus of $823,123,461 reported by the company as of December 31, 2014, is accepted.

36



VI. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There was one specific comment and 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. Independent CPA—It is recommended that the company review and monitor all engagement
letters to avoid any possible future conflicts with ch. Ins 50, Wis. Adm. Code.

Action—Compliance.
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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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VII. CONCLUSION

West Bend Mutual Insurance Company writes a wide range of property and casualty
insurance products through four divisions: NSI, Argent, Commercial Lines and Personal Lines.
The company is licensed in 11 states, and in August of 2015 became licensed in its 12th state,
Tennessee. The company reported underwriting profits in the last three years and net income in
the last five years.

The current examination resulted in no recommendations, and there were no
reclassifications of account balance or adjustments to surplus as reported by the company in its
year-end 2014 financial statutory financial statements. The examination verified the financial

condition of the company as reported in its annual statement as of December 31, 2014.
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VIIl. SUMMARY OF COMMENTS AND RECOMMENDATIONS

There were no recommendations made as a result of this examination.
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