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LOOKING BACK
In 2014, CSE focused on more analytics and data-

driven decision making. We were committed 

to growth and profitability in our auto and 

commercial departments. The agent and customer 

experience was a priority at CSE, and we actively 

worked on both technological and organizational 

improvements to encourage a greater ease of 

doing business. Several new positions were added 

in 2014 including a Senior Vice President of Sales 

and Marketing, Chief Information Officer, and a 

Chief Actuary.

LOOKING FORWARD
In 2015, CSE’s action plan is to continue to adapt 

the organization to meet the needs of the market; 

improve risk management, governance, and 

decision processes; create new products and 

rates, update technology and tools to develop 

better business intelligence that will reinvigorate 

marketing and brand strategy. 

INDUSTRY RECOGNITION

Civil Service Employees Insurance Company and
CSE Safeguard Insurance Company are rated A-

2011–2014

A Financial Strength Rating from AM Best is an 

independent opinion of an insurer’s financial 

strength and ability to meet its ongoing insurance 

policy and contract obligations.  AM Best rates 

CSE A- Excellent in recognition of CSE’s financial 

strength and  gives a vote of confidence for 

the company’s ability to deliver its promise of 

comittment of protection to all policyholders.
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The first steps in implementing the strategy were to adapt the organization to meet the needs of the market 

by updating our skills and processes. We are very pleased with our accomplishments. We have created a new 

management team by hiring a Chief Information Officer, Chief Actuary, Chief Counsel, and replaced retiring 

officers by promoting from within. Our organization now has new departments such as Actuarial Pricing, Product 

Management, Insurance Portfolio Management, and Reporting and Business Intelligence.  We consolidated Sales 

and Marketing into a single unified group into which we’ve welcomed a new Senior Vice President. All of these 

efforts were aimed at understanding the needs of our markets and providing outstanding products and services 

to our trusted independent agent partners.

While we are only partially through executing our plan, we are invigorated with our results to date and even more 

committed to our strategy of people, process, and product. In 2014, we wrote 4.8% more premium and insured 

1.4% more policyholders. Through better matching of rate to risk and better market segmentation, we improved 

our Loss and Loss Adjustment Expense ratio by 3.5% points over the prior year. Through better risk analysis, we 

were able to achieve major reductions in our reinsurance costs. Even though we incurred significant restructuring 

costs year over year, the expense ratio was flat.  All of this resulted in a 27% increase in productivity that produced 

a combined ratio of 99.5% compared to a combined ratio of 102.7% for 2013; a net statutory income of $5.9 

million, and surplus growth of 4.6% to $117.3 million.

In 2015, we will be rolling out exciting new products for our partners to sell as we execute on our major initiatives, 

make it easier to do business with CSE, and improve our service and efficiency. In other words, with a shout out to 

the younger generation, in 2015 there will be more to like in 2015 about CSE.

Sincerely;

Richard Rey

President & Chief Executive Officer
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Upon my arrival at the end of 2013, we embarked on a new strategy 
to reinvigorate CSE by developing new products, improving our 
service, and making it easier to do business with us.
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Invested Assets

Loss & LAE Reserves

Policyholder Surplus

Gross Written Premium

Net Written Premium

Loss & LAE Incurred

Commissions

Other Underwriting Expenses

Net Underwriting Income

Investments & Other

Net Income After Tax

Loss & LAE Ratio

Commission Ratio

Other Underwriting Expenses

Combined Ratio

2014 2013 Change

$251,895

$79,969

$117,298

$165,283

$145,129

$90,441

$25,550

$26,292

($413)

$6,407

$5,891

$228,749

$77,496

$112,201

$157,773

$137,769

$91,102

$23,924

$25,238

($4,607)

$6,086

$1,450

10%

3%

5%

5%

5%

-1%

7%

4%

5%

307%

2014 2013

63.7%

17.6%

18.1%

99.5%

67.1%

17.4%

18.3%

102.8%
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Leadership

Richard Rey David Brinker David Schlocker

Mark Chequer

CEO & PRESIDENT EVP OF PRODUCT & SUPPORT VP OF HUMAN RESOURCESSVP & CHIEF FINANCIAL OFFICER 

CHIEF INFORMATION OFFICER

Randy Farless

SVP OF SALES & MARKETINGSVP OF CLAIMS

David Carmany

VP OF PRODUCT & PRICING

It is with mixed feelings that we announce, our long-time Executive Vice 

President, David Brinker, retired. We thank him for his contribution to 

the company with service and commitment to our agency force and our 

insureds. However, David has not left the organization as he has accepted 

a position as a member on our Board of Directors.

Stefan Dobrus

Jim Williamson
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We are excited to have Mark 
Chequer on board to marshal 

our Information & Technology 
resources and update our policy 

management, claims system, 

internal tools, and develop our 

data warehouse that will assist in 

making data driven decisions and 

improve efficiency. Randy Farless 

also joined the organization as 

the head of  Sales & Marketing. 
Randy has extensive industry 

experience, recently with Donegal 

Insurance Group, Fireman’s 

Fund, Horace Mann, and Safeco 

Insurance Company.

To provide best in class products, in 2014 we created two dedicated teams: Actuarial Pricing and Product 
Management. The Actuarial Pricing team headed by Ryan McAllister, FCAS, MAAA, includes three 

additional actuarial analysts with expertise in advanced modeling and statistical software to develop the 

proper rate to match each risk. This team will be assisting the Product team to roll out new BOP products, 
a “best-in-class” dwelling-fire product, and new class plans for our automobile and homeowners 
products. 
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The Product team consists of separate experts in automobile, property, and 

commercial insurance coverages. To monitor the results and performance, we have 

created an Insurance Portfolio Management team, with senior insurance analysts, 

who look at concentration and aggregation of risk, portfolio profile changes, and 
segment performance. 

We have consolidated our underwriting team to Walnut Creek and consolidated 
the Policy Services and Customer Service units into a single group dedicated 

to providing immediate services to agents and policyholders upon contacting CSE. In 

2015, we will continue this effort by implementing a one-touch Customer Service 
center where all our customers and partners needs will be handled in a single phone 

call. Included in this effort is comprehensive training, implementation of a new CRM 
system to track customer and partner contacts, and a new telephone system. 

We all know the moment of truth for an insurance organization is when a insured files 

a claim. CSE’s claims staff has an unparalleled reputation for service. But we are 

not satisfied. In 2014, we instituted new processes to accept the first notice of loss 24 
hours a day and 7 days a week. We also conducted a comprehensive assessment of 

the claims operations to understand how we can better fulfill our trusted obligation to 

restore our insureds once an accident occurs. This claims assessment identified many 

areas in which we can improve our service and efficiency. In 2015, we can look forward 

to consolidating our claims department into a single location with state of the 
art customer service.

We continue 
to adapt and 
improve our 
organization in 
order to better 
understand our 
markets and to 
provide better 
products to 
our customers 
through our 
trusted partners.

2015 Executive Team, Chief Actuary, and Chief Counsel.



 CSE Insurance Group is a subsidiary of Covea (SGAM), a mutual 

insurance group headquartered in France. The Covea Group is the 13th 

largest insurer in Europe. The association with Covea not only provides 

CSE with financial backing of a $20 billion insurer but also access to 
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CSE BOARD OF
DIRECTORS

Patrice Forget
Chairman

Sophie Beuvaden
Treasurer

Richard Rey
President and CEO

Frank Jeusette
Director

Thomas Kelly
Director

Luc Kranzen
Director

Olivier Le Borgne
Director

Bertrand Lefebvre
Director

Richard Miles
Director

Dominique Salvy
Director

expertise and leadership to assist us in our decision and governance processes. In leveraging this relationship, CSE will be 

developing sophisticated products, adding new coverages, increasing our operational efficiency.
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In early 2015 we will complete our new California BOP product and have it available to agents on the SPInn system. The 

new rating methodology and features of the product, as well as the efficiency offered by the SPInn system, are very exciting. 

By the end of 2015, all Commercial products will be available on SPInn.

In late summer, we will be introducing a new Emergency Roadside Service product. We are also making great progress 

in developing a completely new and improved Dwelling-Fire product that will be the best product available in the market.  

Furthermore, our Marketing department is leading an initiative to refine our CSE brand in the marketplace.

In 2014, we consolidated all underwriting operations in Walnut Creek to improve our efficiency and service. This necessitated 

the closure of our Salt Lake City office, but we believe that this action has resulted in higher levels of service and consistency 

in our operations.

Our plans for 2015 continue this focus on service improvement. One major project is the consolidation of customer service 

and policy service units. We are striving to develop a single touch point to solve all of the agency and customer service 

requests. In support of this, we will also be implementing a new phone system in March, hopefully without any disruptions of 

service.

We are also focusing on our Claims service. In 2015 we will consolidate all claims field operations by closing our 

Sacramento office and moving of all claims handling to Pasadena. This will improve service levels and provide consistent 

claims management for our agents and customers.  

DEVELOPING NEW 
AND IMPROVED 
PRODUCTS AND BRAND 
IMPROVING SERVICE  
AND EFFICIENCY

Business Updates
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In 2014, we implemented more regular updates to the VIN master file, significantly 

reducing the number of unidentified new vehicles; we now are experiencing a 97% success 

rate in quoting vehicles.

We have also initiated a number of projects to improve our interactions with agents. We are 

excited to have launched our new earthquake offer, provided through our partner, 
Palomar Specialty Insurance Company.

In early 2015, we successfully introduced “Quicker Quote” to improve the quote time for 

Homeowners and Dwelling Fire insurance from 15 minutes to less than 2 minutes in many 

cases. In the second half of the year, we will roll out “Quicker Quote” for automobile 

along with automated data pre-fill to eliminate the need to input publicly available 

insured information.

Towards the end of the year, we will introduce a streamlined application process 

to eliminate unnecessary or redundant questions, thereby further easing quoting and 

underwriting. Finally, as we refine our on-line signature of applications, we will be improving 

the Claims processes with on-line signature.

EASE OF DOING 
BUSINESS:
QUICKER QUOTE
AUTOMATION
VIN MASTER 
UPGRADE
COMMUNICATIONS
ONLINE SIGNATURE



Financial Details
independent auditor’s report.
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Board of Directors
Civil Service Employees Insurance Company
Walnut Creek, California

We have audited the accompanying consolidated financial statements of Civil Service Employees Insurance Company and subsidiary (the 
“Company”), which comprise the consolidated statutory statements of admitted assets, liabilities, capital and surplus as of December 31, 
2014 and 2013, and the related consolidates statutory statements of income, changes in capital and surplus and cash flows for the years 
then ended, and the related notes to the consolidated statutory financial statements.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with the 
financial reporting provisions of the California Department of Insurance.  Management is also responsible for the design, implementa-
tion and maintenance of internal control relevant to 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 consolidated 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 per-
form the audits to obtain reasonable assurance about whether the financial statements arc free of material m 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 these 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 i n the circum-
stances, 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 principles 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 basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the admitted assets, liabili-
ties, capital and surplus of Civil Service Employees Insurance Company and subsidy as of December 31, 20 14 and 2013, and the results of 
its operations and its cash flows for the years then ended in accordance with the financial reporting provisions of the California Depart-
ment of Insurance as described in Note 2.

Basis of Accounting

We draw attention to Note 2 of the consolidated financial statements, which describes the basis of accounting.  The financial
statements are prepared on the basis of the financial reporting provisions of the California Department of lnsurance, which is a basis of 
accounting other than accounting principles generally accepted in the United States of America, to comply with the requirements of
the California Department of Insurance.  Our opinion is not modified with respect to that matter.

Restriction on Use

This report is intended solely for the information and use of the board of directors and management of Civil Service Employees Insurance 
Company and subsidiary and the California Department of Insurance and is not intended to be and should not be used by
anyone other than these specified parties.

March 25, 2015

Armanino LLP

San Ramon, California



Underwriting profit

 Premium written, net

 Change in unearned premiums

 Net Premiums earned

Losses and loss adjustments expenses, incurred, net

 Commissions, net

 Other underwriting expenses

 Net underwriting loss

Net investment income

 Interest and dividends earned

 Investment and real estate expenses

 Net realized capital gains

 Net investment income

Other income (expense)

 Balances and uncollected premiums

 charged off, net of recoveries

 Miscellaneous income, net

 Net other income

Income Statement

Net income before income taxes

amounts in thousands.

Income taxes

Net income

2014 2013

$145,129

(3,259)

141,870

90,441

25,550

26,292

(413)

4,910

(909)

1,803

5,804

(250)

853

603

5,994

103

$5,891

$137,769

(2,112)

135,657

91,102

23,924

25,238

(4,607)

4,819

(900)

1,180

5,099

(395)

1,382

987

1,479

29

$1,450

Net Written Premium

Highlights...

2012 2013 2014

$130.1
$137.8

$145.1

Net Income

2012 2013 2014

$0.3

$1.4

$5.9



Capital Surplus
amounts in thousands.

Balances, January 1, 2013

 

 Net income

 Change in net unrealized gain

    of affiliated common stock

 Change in net deferred income tax

 Change in nonadmitted assets

 Dividends to stockholders

Capital Stock-
Common

Additional Paid-In
Capital

Unassigned 
Surplus Total

$3,436

-

-

-

-

-

$3,436

$30,057

-

-

-

-

-

$30,057

$78,130

1,450

(1)

(899)

2,528

(2,500)

$83,805

$111,623

1,450

(1)

(899)

2,528

(2,500)

Balances, December 31, 2013

 

 Net income

 Change in net unrealized gain

    of affiliated common stock

 Change in net deferred income tax

 Change in nonadmitted assets

 Dividends to stockholders

3,436

-

-

-

-

-

30,057

-

-

-

-

-

78,708

5,891

27

(2,351)

2,780

(1,250)

112,201

5,891

27

(2,351)

2,780

(1,250)

$117,298
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Balances, December 31, 2014

4.6%
Return on Equity
Change YOY

2012

2013

2014

Capital Surplus

$111.6

$112.2

$117.3



18,780

1,469

1,301

12,233

205

897

19,789

213

1,651

11,739

413

452

Balance Sheet
amounts in thousands, except share and per share.

ADMITTED ASSETS

LIABILITIES

CAPITAL & SURPLUS

Cash and invested assets

     Bonds and notes at amortized cost

          (fair value: 2014 - $223,499; 2013 - $218,426)

     Cash and short-term investments, at cost,

          which approximates market

     Other invested assets

          Total cash and invested assets

2014 2013

$220,824

30,480

591

251,895

$286,152 $263,634

Agents’ balances and uncollected premiums

Reinsurance recoverable on loss payments

Interest and dividends due and accrued

Net deferred tax asset

Property, equipment and software, net

Other admitted assets

          Total assets

$215,460

12,560

729

228,749

Unpaid losses and loss adjustment expenses, net

Unearned premiums, net

Accrued expenses and other liabilities

Accrued compensation and benefits payable

Funds held under reinsurance treaties

Ceded reinsurance premiums payable

          Total liabilities

Commitments and contingencies (Notes 7 & 11)

$79,969

68,359

18,486

1,551

177

312

168,854

$77,496

65,101

6,980

1,636

220

-

151,433

Capital stock, common, authorized 1,000 shares

     par value of $4,000: 859 shares outstanding

     in 2014 and 2013

Additional paid-in capital

Unassigned surplus

     Total capital and surplus

Total liabilities, capital, and surplus

3,436

30,057

83,805

117,298

$286,152

3,436

30,057

78,708

112,201

$263,634
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Return on Equity
Change YOY



CSE Insurance Group
2121 North California Boulevard, Suite 555

Walnut Creek, CA 94596

(800) 282 - 6848 | cseinsurance.com
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