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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

7 ZENO, POCKL, LILLY AND COPELAND, A.C.

Certified Public Accountants & Advisors

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Municipal Mutual Insurance Company of West Virginia
Wellsburg, WV 26070

Report on the Financial Statements

We have audited the accompanying statutory financial statements of Municipal Mutual Insurance
Company of West Virginia which comprise the statutory statements of admitted assets, liabilities, and
policyholders’ surplus as of December 31, 2015 and 2014, and the related statutory statements of
income, changes in policyholders' surplus, and cash flows for the years then ended, and the related
notes to the statutory financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting practices prescribed or permitted by the Insurance Department of the State
of West Virginia. This includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
reasonable basis for our audit opinion.
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Basis for Adverse Opinion on U. S. Generally Accepted Accounting Principles

As described in Note 1 to the financial statements, the Company prepared these financial statements
using accounting practices prescribed or permitted by the Insurance Department of the State of West
Virginia, which is a basis of accounting other than accounting principles generally accepted in the
United States of America. The effects on the financial statements of the variances between the
statutory basis of accounting and accounting principles generally accepted in the United States of
America, although not reasonably determinable, are presumed to be material.

Adverse Opinion on U. S. Generally Accepted Accounting Principles

In our opinion, because of the effects of the matter discussed in the “Basis for Adverse Opinion on
U. S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above
do not present fairly, in conformity with accounting principles generally accepted in the United States of
America, the financial position of Municipal Mutual Insurance Company of West Virginia at
December 31, 2015 and 2014, or the results of its operations or its cash flows for the years then ended.

Opinion on Regulatory Basis of Accounting
In our opinion, the statutory financial statements referred to above present fairly, in all material
respects, the admitted assets, liabilities, and policyholders' surplus of Municipal Mutual Insurance

Company of West Virginia at December 31, 2015 and 2014, and the results of its operations and its
cash flows for the years then ended, on the basis of accounting described in Note 1.

7 oo, Porid Lﬂ) and CYJ’;J A.c.

Wheeling, West Virginia
May 2, 2016
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
STATUTORY STATEMENTS OF ADMITTED ASSETS, LIABILITIES,
AND POLICYHOLDERS’ SURPLUS

December 31,
2015 2014
ADMITTED ASSETS
Investments:
Bonds $ 17,966,793 $ 15,515,043
Stocks 10,235,544 11,135,718
Cash, cash equivalents, and short-term investments 2,192,859 2,705,838
Real estate loans 237,161 243,428
Total investments 30,632,357 29,600,027
Real estate - home office, at cost:
Land 115,391 115,391
Buildings, net of accumulated depreciation
of $24,524 in 2015 and $7,213in 2014 841,014 858,325
Net real estate 956,405 973,716
Amounts recoverable under reinsurance contracts 141,495 326,292
EDP system, net of accumulated depreciation
of $342,752 in 2015 and $324,646 in 2014 27,161 45,265
Prepaid federal income taxes 13,418 46,352
Accrued interest receivable 71,892 71,301
Receivables from policyholders 2,432,357 2,415,624
Other assets - 18,993
TOTAL ADMITTED ASSETS $ 34275085 $ 33,497,570
LIABILITIES AND POLICYHOLDERS' SURPLUS
Reserve for losses and loss expenses $ 2683689 $ 2,896,188
Expenses due and accrued:
Accounts payable 31,553 110,839
Accrued taxes and sundry liabilities, excluding taxes on income 93,260 65,327
Accrued contingent commissions 193,606 224,447
Deferred tax liability 447 617 541,201
Deferred compensation 278,638 281,989
Total expenses due and accrued 1,044,574 1,233,803
Premiums received in advance 231,916 358,324
Reserve for unearned premiums 7,214,881 7,028,920
Total liabilities 11,175,060 11,517,235
Policyholders' surplus 23,100,025 21,980,335
TOTAL LIABILITIES AND POLICYHOLDERS' SURPLUS $ 34,275085 $ 33,497,570

See accompanying notes to the statutory financial statements.

-5
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO

AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
STATUTORY STATEMENTS OF INCOME

UNDERWRITING INCOME, NET
Premiums earned

Losses and expenses incurred:
Losses
Loss adjustment expense
Underwriting expense
Total losses and expenses incurred

Underwriting income (loss), net

INVESTMENT INCOME, NET
Income:
Interest earned:
Bonds
Time and other interest-bearing deposits
Real estate loans
Total interest
Dividends on stocks
Rent recognized on company facilities
Realized gains
Total investment income

Investment expense
Investment income, net
OTHER INCOME, NET

Investment and other income, net

Income (loss) before federal income taxes

FEDERAL TAXES ON INCOME

Net income (loss)

Year Ended December 31,

2015 2014
$ 12122226 $ 10,773,880
6,505,432 8,125,620
598,055 568,237
3,926,268 3,863,089
11,029,755 12,556,046
1,092,471 (1,783,066)
390,211 372,104
931 2,483
8,881 9,090
400,023 383,677
292,589 296,755
48,000 36,000
303,183 364,083
1,043,795 1,080,515
237,897 203,247
805,898 877,268
166,427 262,833
972,325 1,140,101
2,064,796 (642,965)
291,662 -
$ 1773134 S (642.965)

See accompanying notes to the statutory financial statements.

-B-
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO

AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia

STATUTORY STATEMENTS OF CHANGES IN POLICYHOLDERS' SURPLUS

BALANCE, DECEMBER 31, 2013

2014 net loss

Net changes in non-admitted assets

Change in net deferred income tax

Unrealized gain from revaluation of investments
BALANCE, DECEMBER 31, 2014

2015 net income

Net changes in non-admitted assets

Change in net deferred income tax

Unrealized loss from revaluation of investments

BALANCE, DECEMBER 31, 2015

See accompanying notes to the statutory financial statements.
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$ 22,001,701
(642,965)
(98,589)

893

719,295
21,980,335
1,773,134
(16,209)
93,584
(730,819)

$ 23,100,025
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
STATUTORY STATEMENTS OF CASH FLOWS

Year Ended December 31,

2015 2014
CASH FROM OPERATIONS
Premiums collected, net of reinsurance $ 12,165,042 $ 11,311,116
Met investment income 560,149 559,297
Miscellaneous income 166,427 262,832
Total 12,900,618 12,133,245
Benefit and loss related payments 6,528,680 8,207,843
Commissions, expenses paid, and aggregate
write-ins for deductions 4,610,972 4,384,026
Federal income taxes (recovered) 258,728 (150,790)
Total 11,398,380 12,441,079
NET CASH FROM (USED IN) OPERATIONS 1,502,238 (307.834)
CASH FROM INVESTMENTS
Proceeds from investments sold, matured,
and principal paydowns:
Bonds 2,267,727 3,543,835
Stocks 643,654 1,007,483
Martgage loans 6,268 6,569
Real estate - 173,203
Miscellaneous - 7,213
Total investment proceeds 2,917,649 4,738,303
Cost of investments acquired:
Bonds 4,769,634 4,172,708
Stocks 159,118 292,664
Real estate - 530,558
Total investments acquired 4,928,753 4,996,130
NET CASH USED IN INVESTMENTS (2,011,104) (257,827)
CASH FROM FINANCING
Other sources (applications) (4,114) (291,251)
NET CASH USED IN FINANCING (4,113) (291,251)
NET CHANGE IN CASH, CASH EQUIVALENTS,
AND SHORT-TERM INVESTMENTS (512,979) (856,912)
CASH, CASH EQUIVALENTS, AND SHORT-TERM
INVESTMENTS, JANUARY 1 2,705,838 3,562,750
CASH, CASH EQUIVALENTS, AND SHORT-TERM
INVESTMENTS, DECEMBER 31 $ 2192859 § 2705838

See accompanying notes to the statutory financial statements.
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Practices - Municipal Mutual Insurance Company of West Virginia (the "Company")
operates exclusively in the property-casualty insurance industry in the States of Ohio, Pennsylvania,
and West Virginia. The accompanying statutory financial statements have been prepared in
accordance with the National Association of Insurance Commissioners’ (NAIC) Accounting Practices
and Procedures Manual subject to any deviations prescribed or permitted by the Insurance
Department of the State of West Virginia.

Use of Estimates - The preparation of financial statements in conformity with statutory accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Investments - Investment securities are carried in accordance with valuations established by the
National Association of Insurance Commissioners, i.e., bonds are generally carried at cost, adjusted
where appropriate for amortization of premium or accretion of discount, and stocks are carried
generally at fair value. Cumulative net unrealized gains on common stocks credited to policyholders'
surplus amounted to $3,440,590 and $4,171,407 at December 31, 2015 and 2014, respectively.
Time deposits and short-term investments are carried at cost, which approximates market. The
Company owns no preferred stocks.

Real estate investments are classified on the statutory statement of admitted assets, liabilities, and
policyholders' surplus as properties occupied by the Company. These properties are carried at cost
less an allowance for depreciation. First lien mortgages are stated at their unpaid principal balance.
The Company has two outstanding mortgage loans: one is current and one is delinquent as of
December 31, 2015.

The Company has pledged a U. S. Treasury Bond in the face amount of $100,000 to meet the
requirements of the State of Ohio Insurance Department. The bond matures May 15, 2016, and had
a fair value of $102,422 at December 31, 2015.

Net investment income consists primarily of bond interest, dividends on stocks, interest on bank
accounts, interest on mortgage loans, and rent from occupancy of its own buildings. Bond interest is
recorded on the accrual basis and dividends are recorded on the ex-dividend basis. Bank interest,
mortgage interest, and rental income are recorded monthly to reflect actual income earned.

Reserve for Losses and Loss Expenses - The Company provides a reserve for losses based on (a)
aggregate case basis estimates for losses reported in respect to direct premiums written, and (b)
estimates of unreported losses based on past experience.

The Company provides a reserve for loss adjustment expenses by estimating future expenses to be
incurred in settlement of the claims provided for in the reserve for losses. The Company does not
discount any of its loss or loss adjustment expense reserves.

The provisions are necessarily estimates and may be settled for significantly greater or lesser
amounts. Itis at least reasonably possible that management will revise this estimate significantly in
the near term. Any adjustments not presently ascertainable will be reflected in the operating results
of the year in which the adjustments are determined.

-9-
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 1 - SIGNIFICANT ACCOUNTING PRINCIPLES (CONTINUED)

Premiums Earned and Agents' Commissions - Expenses incurred in connection with acquiring new
business such as commissions are charged to operations as incurred. Direct commissions to
agents (excluding contingent) of the Company on direct premiums written amounted to $1,981,245
and $1,881,320 in 2015 and 2014, respectively.

The Company has executed contingent commission agreements with agents to provide for
additional commissions based on each participating agent's respective volume of direct premium
writings and paid loss experience during the calendar year. Contingent commissions under the
agreements amounted to $189,969 and $220,800 in 2015 and 2014, respectively.

Reinsurance - The Company has entered into several reinsurance arrangements whereunder
certain risks are transferred to other insurance companies. The arrangements include catastrophe
reinsurance (for losses arising out of identifiable disasters), and excess-of-loss reinsurance (for
losses in excess of stipulated minimums retained by the Company). Premiums earned were
reduced by reinsurance premiums ceded of $741,835 and $1,409,057 in 2015 and 2014,
respectively. Losses incurred were reduced by amounts recoverable from reinsurers of $837,846
and $2,375,928 in 2015 and 2014, respectively.

Depreciation - Depreciation of the office buildings, components, and equipment is recognized using
the straight-line method over their estimated useful lives. Buildings are depreciated over 50 years,
building improvements over 10 years, and equipment over 5 years. Depreciation charged to
expense in 2015 was $17,311 for buildings and improvements and $11,550 for equipment.

Electronic data processing equipment as recorded on the Company's statutory statement of
admitted assets, liabilities, and policyholders' surplus reflects the cost of the primary computer used
in the Company’s daily processing operations. Depreciation is recognized using the straight-line
method over an estimated useful life of 3 years. Depreciation charged to operations for this system
in 2015 was $18,106.

Cash and Short-Term Investments - For the purposes of inclusion in the statutory statement of cash
flows, the Company defines cash and short-term investments as cash on hand, cash in banks, and
money market deposit funds with financial institutions.

NOTE 2 - ACCOUNTING CHANGES

The Company adopted no accounting changes for 2015 or 2014.

NOTE 3 - INVESTMENT INCOME

The Company records as non-admitted assets any investment income over 90 days past due and
any mortgage interest past due more than 180 days. There was no investment income overdue
more than 90 days. One of the two loans receivable was overdue more than 180 days of principal
($4,056) and interest ($1,554) at December 31, 2015. Total investment income accrued was
$71,891 and $71,301 at December 31, 2015 and 2014, respectively.

-10-
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 4 - INVESTMENTS
The estimated fair value of investment securities are as follows at December 31, 2015 and 2014:

December 31, 2015

Unrealized Fair
Cost Gain (Loss) Value
Bonds:
Industrial $ 4961751 § 40,586 $ (60,456) $ 4,941,881
States & political subdivisions 6,630,905 175,564 (3,791) 6,802,678
U. S. governments 6,374,137 45,504 (73.439) 6,346,202
Total bonds 17,966,793 261,654 (137,6886) 18,090,761
Common stocks:
Industrial 5,036,535 3,493,314 (365,573) B,164,276
Mutual funds 1,758,419 312,849 - 2,071,268
Total common stocks 6,794,054 _ 3,806,163 (365.573) 10,235,544
Cash & short term investments 2,192,859 - - 2,192,859
Real estate loans 237,161 - - 237,161
Total investments $ 27,191,767 $ 4,067,817 $ (503259) $ 30,756,325
December 31, 2014
Unrealized Fair
Cost Gain (Loss) Value
Bonds:
Industrial $ 4921411 $ 55776 $ (44,372) $ 4,932,815
States & political subdivisions 6,255,977 159,921 (25,137) 6,390,761
U. 5. governments 4,337,655 27,317 (36.,839) 4,328,133
Total bonds 15,515,043 243.014 (106.348) 16,651,709
Common stocks:
Industrial 5,191,215 4,096,103 (241,995) 9,045,323
Mutual funds 1,773,098 317,297 - 2,090,395
Total common stocks 6,964,313 _ 4,413,400 (241,995) 11,135.718
Cash & short term investments 2,705,838 - - 2,705,838
Real estate loans 243428 - - 243,428

Total investments

$ 25428522 §4,666414 $_(348343) $ 29736693

-11 -
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 4 — INVESTMENTS (CONTINUED)

The following table shows the future maturities of debt securities as of December 31, 2015:

__Cost _FairValue

Maturing in less than one year $ 685816 $ 673,380
Maturing in one to five years 3,766,824 3,786,582
Maturing in five to ten years 7,482,998 7,617,075
Maturing in ten to twenty years 3,111,773 3,118,121
Maturing in more than twenty years 2,919,382 2,895,603
Total $17.966793  $18.090.761

On a periodic basis, management evaluates the severity and duration of impairment for its
investment securities portfolio. Generally, impairment is considered other than temporary when an
investment security has sustained a decline of 10 percent or more for 6 months. In addition,
management considers the ability of the Company fo hold the security for a period sufficient to allow
for recovery, as well as evaluating the financial condition of the issuer.

At December 31, 2015, none of the bonds owned by the Company exhibited characteristics of
impairment as described above. However, certain securities in the Company's common stock
portfolio exhibit characteristics of other than temporary impairment. Management indicates that the
Company has the intent and ability to hold such securities for an extended period to allow for
recovery. Management has also concluded that any potential amounts of other than temporary
losses in the stock portfolio would not be material to the Company's financial statements.

The following table shows the gross unrealized losses and fair value, aggregated by investment
category and lengths of time, that the individual securities have been in a continuous unrealized
loss position at December 31, 2015 and 2014.

2015
Less than 12 months 12 Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Bonds:
Industrial $ 791,415 § (6,425) $2,695049 § (54,031) § 34865464 §  (B0,458)
States & political
subdivisions 487 107 (337) 289,328 (3,454) 776,433 (3,791)
U. S. governments _ 2,449,672 (33.629) _ 2355377 (39.810) __ 4.805,049 (73,439)
Total bonds 3,728,184 (40,391) 5,338,752 (97,295) 9,067,946 (137,686)

Common stocks:
Industrial 401,140 (38.4186) 442 390 (327 .157) 843,530 (365,573)

Total securities  $4,129,334 § (78,807) $5.782.142 § (424.452) § 9.911.476 $ (503.259)

-12-
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 4 — INVESTMENTS (CONTINUED)

2014
Less than 12 months 12 Months or Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Bonds:
Industrial $ 925648 $ (11,793) $1,770,867 $ (32,579) § 2,696,516 $§  (44,372)
States & political
subdivisions 101,898 (769) 1,111,421 (24,368) 1,213,319 (25,137)
U. S. governments _1,155.290 (8,029) _ 1,786,921 (28.810) _ 2942211 (36,839)
Total bonds 2,182,836 (20,591) 4,669,209 (85,757) 6,852,045 (106,348)
Common stocks:
Industrial 411,870 (27,931) 74,433 {214,064) 486,303 (241.995)
Total securiies $2,594,706 $ (48,522) $4,743,642 $_(200.821) $ 7,338,348 § (348.343)
NOTE 5 — INCOME TAXES
Deferred Tax Asset/(Liability)
1. Components of Net Deferred Tax Asset/(Liability)
December 31, 2015 December 31, 2014 Change
Ordinary Capital Total Ordinary_ _ Capital Total _Ordinary _Capital = __Tofal
Adjusted gross deferred
tax assets § 722183 § - $722183 S8TTOVT 8 - $ 877077 $(154,894) 3§ - §(154,894)
Statutory valuation
allowance adjustment - - - - - - - - -
Adjusted gross
deferred tax assets 722,183 - 877,077 - 877,077  (154,394) - (154,894)
Deferred tax
assets nonadmitted - - - - - _
Subtotal net admitted
deferred tax assets 722,183 - 722,183 B77.077 - 877,077 (154,804) - {154,894)
Deferred tax liabilities - 1,169,800 1,169,800 - 1418278 1418278 _ - _ 248478 248478
MNet admitted deferred
tax assets/(net deferred
tax liability) S 722183 § (1160.800) §(447.617) $877.077 $(1418,276) §(541.201) $(154.804) § 248478 § 93.504

-13-
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 5 — INCOME TAXES (CONTINUED)

2. Admission Calculation Components

December 31, 2015 December 31, 2014 Change
Ordinary _Capital Total Ordinary _Capital Total Ordinary  Capital Total

a, Federal income taxes
paid in prior years
recoverable through
loss carrybacks $ - 3 - 3 - § 25766 % - § 25786 § (25,766) $ - § (25,766)

o

. Adjusted gross deferred
tax assets expected to
be realized (excluding the
amount of deferred tax
assets from 2(a) above)
after the application of
the threshold limitation.
(The lesser of 2(b} and
2(b)2 below: - - - - - - -

1. Adjusted gross deferred
tax assets expected
to be realized following
the balance sheet date. 37,750 - 37,750 - - - 37,750 - 37,750

2. Adjusted gross deferred
tax assets allowed per
limitation threshold - - 3327448 - - 3,135284 - - 192,164

o

. Adjusted gross deferred
tax assets (excluding
the amount of deferred
tax assets from 2(a) and
2(b) above) offsel by
gross deferred tax

liabilities 684,433 - 684,433 851,311 - 851,311 _{166,878) - 166

a

Deferred tax assets
admitted as the result
of application of

SSAP 101 Total $722183 § - $722183 FB77077 § - SB77077 H(1548094) §.__ - $(154.694)

3. Other Admissibility Criteria

2015 014
Ratio percentage used to determine recovery period and
threshold limitation amount 1,280% 1,268%
Amount of adjusted capital and surplus used to determine
recovery period and threshold limitation in 2(b)2 above $ 23,100,027 $ 21,980,335

4. Impact of Tax Planning Strategies
Not applicable

5. Deferred Tax Liabilities Not Recognized
Not applicable

-14 -
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 5 — INCOME TAXES (CONTINUED)
6. Current and Deferred Income Taxes
a. Current Income Tax
Federal
b. Deferred Tax Assets
1. Ordinary
Discounting of unpaid losses
Unearned premium reserve
Compensation/benefit accrual
NOL carry forward
Deferred tax assets
Statutory valuation allowance adjustment
Nonadmitted
Admitted deferred tax assets
c. Deferred Tax Liabilities
Capital Investments

d. Net deferred tax assets/(liabilities)

7. Reconciliation of Federal Income Tax Rate to Actual Effective Rate

Provision (benefit) computed at statutory rate

Tax exempt income deduction

Proration of tax exempt income

Dividend received deduction

Change in ordinary and capital deferred tax items
Totals

Federal income tax (benefit) incurred
Change in net deferred income taxes

Total statutory income taxes

15 -

2015 014 Change
§ 201662 § - § 291,662
$ 136868 % 157,552 § (20,684)
490,612 477,967 12,645
94,703 99,277 (4,574)
- 142.281 (142,281)
722,183 877,077 (154,894)
722,183 877,077 (154,894)
1,169,800 1,418,278 (248.478)
$_(447617) $.(541.201) $  (93.584)
Effective Tax
015 Rate %
$ 702,031 34.0%
(58,122) (2.80)
8,718 0.40
(58,371) (2.80)
(209,011) (10.10)
$ 385245 _18.70%
$ 291662 14.20%
93.583 4.50
$ 385245 18.70%
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 5 — INCOME TAXES (CONTINUED)
8. Operating Loss and Tax Credit Carryforwards and Protective Tax Deposits

a. The Company incurred a Net Operating Loss for 2014. Of that loss, the Company carried back
$302,622 to tax year 2013 to recoup all available taxes of $101,272. The remainder of the net
operating loss of $568,000 was used to offset income in 2015.

b. Subsequent to the carryforward of 2014 of the Net Operating Loss to 2015, the Company has no taxes
available for recoupment for the years 2014 or 2013.

c. The Company had no protective tax deposits under Section 6603 of the Internal Revenue Code.
9. Consolidated Federal Income Tax Return

Not applicable.

NOTE 6 — RETIREMENT PLANS, DEFERRED COMPENSATION, POSTEMPLOYMENT
BENEFITS, AND COMPENSATED ABSENCES AND OTHER POSTRETIREMENT
BENEFIT PLANS

The Company maintains a 401(k) profit sharing plan. Each eligible employee is permitted to
contribute to this plan up to the maximum permitted by federal law. The Company contributed 3
percent of each eligible employee's taxable wages to this plan in 2015. These contributions in 2015
totaled $28,659 and were expensed in 2015. All future Company contributions to the 401(k) are at
the discretion of the Company.

The Company has a supplemental retirement plan for two retired officers. The plan guarantees the
former employees a monthly benefit amount equal to 70 percent of each employee’s base salary.
The guaranteed amount shall be reduced by normal retirement benefits and any social security
benefits paid to the employees. The Company has accrued a deferred compensation liability of
$278,538 and $291,990 at December 31, 2015 and 2014, respectively. For 2015 and 2014, total
payments of approximately $2,690 per month have been made under this plan.

-16-
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 7 — CAPITAL AND SURPLUS, SHAREHOLDERS’ RESTRICTIONS, AND QUASI
REORGANIZATIONS

The following is the portion of unassigned funds (surplus) represented or reduced by each item
below:

Current Year
Increase (Decrease)

Description in Surplus
Unrealized gain or loss (net of deferred taxes) $ (730,819)
Deferred income tax 93,584
Nonadmitted assets (16,209)
Total $ (653.444)

NOTE 8 — CONTINGENCIES

The Company is subject to Guaranty Fund Assessments by the States of Ohio, Pennsylvania, and
West Virginia, in which it writes business. At this time, the Company is not aware of any
assessments or proposed assessments from the states in which the Company writes business.

Lawsuits arise against the Company in the normal course of business. Contingent liabilities arising
from litigation, income taxes, and other matters are not considered material in relation to the financial
position of the Company.

NOTE 9 — CAPITAL REQUIREMENTS

By regulation, the Company is required to compute risk-based capital based on a formula prescribed
by the NAIC. This computation is used as a measure of a company’s financial soundness and as a
factor in determining the need for regulatory action. The computation of risk-based capital has been
reported in the NAIC statement filing and indicates that the Company is in compliance with required
capital levels.

17 -
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AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 10 — REINSURANCE ASSUMED AND CEDED

The Company has no reinsurance contracts that cover losses that have occurred prior to the
inception of the contract. The Company is a participant in a regional catastrophe pool. Under the
agreement, the Company has agreed to assume a 2 percent share in the interests and liabilities of
the pool. Municipal Mutual’s limit of liability under the original contract is $200,000 for any one
original agreement, any one occurrence. Either party may terminate this agreement at December 31
of any year by giving 120 days written notice. Income of $124,154 and $158,832 was recognized for
2015 and 2014, respectively.

NOTE 11 — CHANGES IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES
The estimated cost of loss and loss adjustment expenses attributable to insured events of prior
years decreased by an aggregate of approximately $618,000. None of the changes for any accident
year was considered material to the financial statements.

NOTE 12 - CONCENTRATION OF CREDIT RISK
The Company maintains cash accounts with high quality financial institutions and, in the normal
course of business, balances with these institutions do exceed federally insured limits. At

December 31, 2015, the Company had deposits in financial institutions that exceeded federally
insured limits by an aggregate of $1,411,706.

-18-
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AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 13 - FAIR VALUE MEASUREMENT

A. Inputs Used for Assets and Liabilities Measured at Fair Values

1.

Fair Value Measurements by Levels 1, 2, and 3.

The Company has categorized its assets and liabilities that are measured at fair value into the
three-level fair value hierarchy as reflected in the table below. The three-level fair value
hierarchy is based on the degree of subjectivity inherent in the valuation method by which fair
value was determined. The three Levels are defined as follows:

Level 1 - Quoted Prices in Active Markets for Identical Assets and Liabilities: This category, for
items measured at fair value on a recurring basis, includes common stocks. The estimated fair
value of the equity securities within this category are based on quoted prices in active markets
and are thus classified as Level 1.

Level 2 - Significant Other Observable Inputs: This category for items measured at fair value on
a recurring basis is designed to include bonds and stocks which are not exchange traded. For
the years ended December 31, 2015 and 2014, the Company had no assets or liabilities
meeting the criteria for this classification.

Level 3 - Significant Unobservable Inputs - For the years ended December 31, 2015 and 2014,
the Company had no assets or liabilities meeting the criteria for this classification.

Valued on a recurring basis as of December 31, 2015:

Assets at fair value Level 1 Level 2 Level 3 Total

Stocks $10,235544 § - $ - $ 10,235,544

Liabilities at fair value — None

Valued on a recurring basis as of December 31, 2014:

Assets at fair value Level 1 Level 2 Level 3 Total

Stocks $11,135718 § - $ - $11,135,718

Liabilities at fair value — None

-19 -
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
AUDITED FINANCIAL REPORTS

Municipal Mutual Insurance Company of West Virginia
NOTES TO THE STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2015 AND DECEMBER 31, 2014

NOTE 14 - FAIR VALUE FOR ALL FINANCIAL INSTRUMENTS

The table below reflects the fair values and admitted values of all admitted assets and liabilities that
are financial instruments. The fair values are also categorized into three-level fair value hierarchy as
described above. This was not practicable for mortgage loans as described below:

2015
Admitted
Fair Value Value Level 1 Level 2 Level 3
Bonds $18,090,761 § 17,966,793 $ - $18,090,761 § -
Stocks 10,235,544 10,235,544 10,235,544 - -
Mortgage loans 237,161 237,161 - - 237,161
Cash 2,192,859 2,192,859 2,192,859 - -
2014
Admitted
Fair Value Value Level 1 Level 2 Level 3
Bonds $15651,709 $ 15,515,043 $ - $15651,709 $ -
Stocks 11,135,718 11,135,718 11,135,718 - -
Mortgage loans 243,428 243,428 - - 243,428
Cash 2,705,838 2,705,838 2,705,838 - -

NOTE 15 - SUBSEQUENT EVENTS

-20-

It is not practical to determine the fair values of mortgage loans for purposes of the above
disclosures due to the fact that these items are not traded and, therefore, quoted market prices are
not available. Also, the cost of obtaining estimates of fair values from other sources is considered
excessive given the immateriality of the mortgage loans.

The Company assessed events occurring subsequent to December 31, 2015, through May 2, 2016,
for potential recognition and disclosure in the financial statements. No events have occurred that
would require adjustment to, or disclosure in, the financial statements which were available to be
issued May 2, 2016.
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7 ZENO, POCKL, LILLY AND COPELAND, A.C.

Certified Public Accountants & Advisors

Municipal Mutual Insurance Company of West Virginia

REPORT ON ACCOMPANYING INFORMATION

Our audit was conducted for the purpose of forming an opinion on the basic statutory financial
statements at December 31, 2015, taken as a whole. The supplementary information included in
the Summary Investment Schedule, the Investment Risks Interrogatories, Schedules - Expenses
and the Supplemental Schedule of Reinsurance Interrogatories is presented to comply with
regulatory instructions and for additional analysis and is not a required part of the basic statutory
financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of
the statutory financial statements, and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare
the financial statements or to the financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the basic statutory
financial statements taken as a whole, on the basis of accounting described in Note 1.

Wheeling, West Virginia
May 2, 2016

-21-
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ANNUAL STATEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
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ANNUAL STATEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
GENERAL INTERROGATORIES

PART 2 - PROPERTY AND CASUALTY INTERROGATORIES
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SUPPLEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
SUPPLEMENTAL INVESTMENT RISKS INTERROGATORIES
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ANNUAL STATEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
GENERAL INTERROGATORIES

PART 2 - PROPERTY AND CASUALTY INTERROGATORIES
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ANNUAL STATEMENT FOR THE YEAR 2015 OF THE MUNICIPAL MUT INS CO
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Municipal Mutual Insurance Company of West Virginia
SCHEDULES - EXPENSES

2015
Loss
Adjustment Underwriting Investment

Loss adjustment expense 3 163,141 3 - $ -
Commissions:

Direct - 1,981,245 -

Contingent - 189,969 -
Advertising - 28,855 -
Boards, bureaus, and associations - 141,890 -
Survey and underwriting - 90,756 -
Audit of assured's records - 40,750 -
Salaries 291,166 651,966 13,246
Payroll taxes 24,059 53,871 1,094
Insurance and surety bond 14,583 77,776 4,861
Directors' fees - 192,060 48,015
Travel and travel items 19,587 30,632 -
Rent and rent items - 08 48,000
Printing and stationery - - -
Postage and telephone 11,018 60,231 2,204
Legal and auditing - 22,370 -
Employee relations and welfare 14,481 32,426 659
Taxes, licenses, and fees:

State licenses - - -

Insurance department licenses and fees - 132,465 -

Gross guaranty association assessments - - -
Real estate expense - - 28,375
Real estate taxes - - 22,439
Office expense 48,267 181,002 12,067
Depreciation on equipment 11,753 18,108 -
Depreciation on building - - 28,861
Investment service fee - - 28,076

Total expenses incurred 508,055 3,926,268 237,897

Add (subtract) unpaid expenses:

Current year (342,000) (626,105) -

Prior year 342,000 758,940 -

Total expenses paid $ 598,055 $ 4,059,103 3 237,897
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2014 Totals
Loss Year Ended December 31,
Adjustment Underwriting Investment 2015 2014

$ 238,414 3 - $ - 163,141 $ 238,414
- 1,881,320 - 1,881,245 1,881,320

- 220,800 - 189,969 220,800

- 25,939 - 28,655 25,939

- 127,392 - 141,890 127,392

- 89,520 - 90,756 89,520

- 40,300 - 40,750 40,300
188,338 661,628 14,777 956,378 864,743
14,351 54,270 1,126 79,024 69,747
17,855 95,227 5,952 97,220 119,034

- 192,320 48,080 240,075 240,400

17,927 31,445 - 50,219 49,372

- 1,953 36,000 48,098 37,953

10,615 58,028 2,123 73,453 70,766

- - - 22,370 -

8,340 31,540 654 47,566 40,534

- 416 - - 416

- 115,801 - 132,465 115,801

- - 30,210 28,375 30,210

- - 11,114 22,439 11,114

60,303 226,137 15,076 241,336 301,516
12,094 9,063 - 29,859 21,147

- - 12,025 28,861 12,025

- - 26,110 28,076 26,110
568,237 3,863,089 203,247 4,762,220 4,634,573
(342,000) (758,940) - (968,105) (1,100,940)
42,000 587,377 - 1,100,840 929,377
$ 568,237 $ 3,691,526 $ 203,247 4,895,085 $ 4463010
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