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Presentation 

Operator 
Good afternoon and welcome to the EMC Insurance Group 2017 fourth quarter earnings conference call.  All 
participants will be in listen-only mode.  Should you need assistance, please signal a Conference Specialist by 
pressing the star key followed by Zero.   
 
After today’s presentation, there will be an opportunity to ask questions.  To ask a question you may press * then 
1 on your telephone keypad.  To withdraw your question, please press * then 2. 
   
Please note this event is being recorded. I would now like to turn the conference over to Steve Walsh, Director of 
Investor Relations. 
 
Please go ahead. 
 
Steve Walsh – EMC Insurance Group Inc. – Director of Investor Relations 
Thank you Andrea. Good afternoon everyone, and welcome to EMC Insurance Group’s 2017 fourth quarter 
earnings conference call. A copy of the press release is available on the Investor Relations page of our website, 
which can be found at investors.emcins.com. The archived audio webcast will be available for replay for 
approximately 90 days following the earnings call. The transcript of the webcast will be available for one year. 
 
This presentation includes some forward-looking statements about our expectations for our future performance. 
These statements are not guarantees of future performance, and actual results could differ materially from those 
suggested by our comments today due to a variety of factors. Additional information about factors that could 
affect future results is addressed in our SEC filings, including Forms S-1, 10-K, 10-Q and 8-K. Any information 
provided today should be read in conjunction with the 2017 fourth quarter earnings release with accompanying 
financial tables issued earlier today. Certain non-GAAP terms may be used during today’s discussions. Please 
refer to the Company’s press release and SEC filings for a description and reconciliation of these terms.  
 
Speaking today will be Bruce Kelley, President and Chief Executive Officer; Mark Reese, Senior Vice President 
and Chief Financial Officer; Mick Lovell, Executive Vice President of Operations; and Scott Jean, Executive Vice 
President of Finance and Strategy. They will be available to answer questions following their prepared remarks. 
At this time, it is my pleasure to introduce the Company’s President and CEO, Bruce Kelley.

https://investors.emcins.com/investors/investors/default.aspx
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Bruce Kelley – EMC Insurance Group Inc. – President and Chief Executive Officer 
Thank you Steve, and welcome to those joining us today.  
 
Earlier today we reported fourth quarter net income of $1.23 per share, which includes a one-time deferred 
income tax benefit of approximately $0.42 per share that resulted from the enactment of the Tax Cuts and Jobs 
Act of 2017. Non-GAAP operating income, which excludes the deferred income tax benefit, totaled $0.67 per 
share compared to $0.86 per share in the fourth quarter of 2016. This decline is primarily attributed to a reduction 
in the amount of favorable development experienced on prior years’ reserves, partially offset by improvement in 
the property and casualty insurance segment’s underlying loss and settlement expense ratio, which excludes the 
impact of catastrophe and storm losses and development on prior years’ reserves.  
 
The property and casualty insurance segment reported a GAAP combined ratio of 92.3 percent in the fourth 
quarter of 2017, which was nearly identical to the fourth quarter of 2016, while the reinsurance segment’s ratio 
increased to 100.6 percent from 89.8 percent in the fourth quarter of 2016.  
 
Book value per share increased approximately 7.9 percent from year-end 2016, and 4.6 percent from September 
30, primarily due to an increase in unrealized gains on the investment portfolio.  
 
For the fourth quarter, premiums earned and premiums written increased 4.4 percent and 8.4 percent, 
respectively, representing a fairly significant escalation in growth compared to the first nine months of the year. In 
the property and casualty insurance segment, premiums earned increased 3.5 percent and premiums written 
increased 6.3 percent due to new business growth in personal lines, and to a lesser extent, in commercial lines, 
along with an increase in retained policies and small rate level increases on renewal business. An increase in 
insured exposures also contributed to this growth, which we believe could continue into 2018 if the economy 
expands following the recent tax reform.  
 
We remain committed to diversifying our business geographically by growing faster in areas that are less prone to 
weather-related losses in the Northwest and Southwest, as evidenced by our expansion into the state of 
Washington in the second half of the year. We achieved outsized growth in the low-teens at the branch offices 
that are responsible for these territories, easily outpacing the low-single digit growth achieved by our branch 
offices in the Midwest.  
 
In the reinsurance segment, premiums earned and written declined through the first nine months of the year; 
however, during the fourth quarter, premiums earned increased 7.3 percent and premiums written increased 14.4 
percent. These increases reflect some new excess of loss business, as well as modifications to some of our 
contracts due to changes in participation or the structure of the contracts. 
 
During the January 1 renewal season, when approximately 70 percent of our treaties renew, underwriting 
capacity remained abundant despite the high level of catastrophic events that occurred during the second half of 
2017. Pricing increased in lines and territories that were affected by the recent events, but not as much as we 
would have expected given the magnitude of the losses incurred. Pricing stabilized in most segments of the 
market that were not affected by the hurricane and wildfire losses. This was also the case for our international 
business where pricing was flat to up slightly for the January 1 renewals. We currently expect premiums earned 
growth in the low-single digits in our reinsurance segment for 2018. 
 
Management is projecting 2018 non-GAAP operating income guidance will be within a range of $1.40 to $1.60 
per share. This guidance is based on a projected GAAP combined ratio of 100.7 percent for the year and 
assumes moderate improvement in the loss and settlement expense ratio, partially offset by an increase in the 
acquisition expense ratio. To remain competitive in this quickly changing market and achieve its goal of being a  
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leader in innovation, management is upgrading the Company’s systems and hiring additional team members with 
the skills necessary to meet these objectives.  
 
So with that, I’ll turn the call over to Mark Reese, our Chief Financial Officer, for some additional comments on the 
quarter. 

 
Mark Reese – EMC Insurance Group Inc. – SVP and Chief Financial Officer 
Thank you Bruce, and good afternoon everyone.  
 
As Bruce mentioned, we recorded a one-time deferred income tax benefit of $9.1 million that resulted from the 
enactment of the Tax Cuts and Jobs Act of 2017. While this one-time benefit was excluded from non-GAAP 
operating income, we do expect a fairly significant benefit to non-GAAP operating income going forward as a 
result of the lower federal corporate tax rate. In the past, our effective tax rate has hovered around 27 to 29 
percent, but we are currently projecting an effective tax rate in the mid-teens in 2018, which includes a benefit 
from renewable energy tax credits we expect to purchase.  
 
The loss and settlement expense ratio for the property and casualty insurance segment was relatively unchanged 
for the fourth quarter of 2017 compared to 2016, but we did see a 5.6 percentage point improvement in the 
underlying loss and settlement expense ratio. This improvement reflects reductions in the current accident year 
ultimate loss and settlement expense ratio projections in the commercial property and other liability lines of 
business.  
 
The loss and settlement expense ratio for the reinsurance segment was 75.8 percent for the fourth quarter 
compared to 65.2 percent in 2016, due in part to a lower amount of favorable development experienced on prior 
years’ reserves. In total, favorable development experienced on prior years’ reserves declined $9.8 million for the 
quarter, with the majority of the decline occurring in the property and casualty insurance segment. If you recall, 
the fourth quarter of 2016 was only the second quarter under our new reserving methodology for the property and 
casualty insurance segment, and we were in the process of refining our prior accident year ultimate loss ratios. 
This resulted in moderate reductions in the ultimate loss ratios in the workers’ compensation and commercial 
property for various accident years, as well as a reduction in settlement expense reserves. Since we have been 
utilizing this new  reserving methodology for over a year now, the review that occurred in the fourth quarter of 
2017 did not produce as much of a change in ultimate loss ratios as in the prior year. In addition, the fourth 
quarter of 2017 included adverse development of approximately $1.4 million from our surety business due two 
large claims from accident year 2015. 
 
As Bruce mentioned, we are working to diversify into territories that are less prone to catastrophe and storm 
losses, and while we continue to make progress in this area, it takes time to change the overall geographic mix of 
business. In 2015, we began analyzing the Company’s historical catastrophe and storm losses and the impact 
they were having on our quarterly and annual operating earnings. It was from this analysis that we developed the 
intercompany reinsurance program that we implemented in 2016 between the three property and casualty 
insurance subsidiaries and Employers Mutual, and revamped the intercompany reinsurance program for the 
reinsurance subsidiary. These programs have performed as expected and have helped to reduce the volatility of 
our earnings over the past two years.  
 
For example, we reported a record amount of catastrophe and storm losses in the first quarter of 2017, yet no 
change was required to our annual non-GAAP operating income guidance due to the protection offered by the 
inter-company reinsurance program. 
 
For the year ended December 31, 2017, the property and casualty insurance subsidiaries ceded $18.1 million of 
catastrophe and storm losses to Employers Mutual under the intercompany reinsurance program, compared to  
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$7.5 million in 2016. Taking the loss recoveries received and the premiums paid to Employers Mutual into  
consideration, the intercompany reinsurance program with Employers Mutual reduced the property and casualty 
insurance segment’s loss and settlement expense ratios by 2.8 and 0.5 percentage points for 2017 and 2016, 
respectively.  
 
We also benefitted from the reinsurance subsidiary’s intercompany reinsurance program with Employers Mutual 
in the third and fourth quarters. In the fourth quarter, the reinsurance segment incurred $10.2 million of gross 
catastrophe and storm losses, with the majority of those losses attributed to the wildfires in California. Having 
filled the annual aggregate retention during the third quarter, the reinsurance segment only retained 20 percent of 
these losses and recovered approximately $8 million from Employers Mutual. This brought total recoveries to 
$16.9 million for 2017. Taking the loss recoveries received and the premiums paid to Employers Mutual into 
consideration, the intercompany reinsurance program reduced the reinsurance segment’s loss and settlement 
expense ratios by 19.2 and 9.0 percentage points for the fourth quarter and year ended December 31, 2017, 
respectively.  
 
As a reminder, the intercompany reinsurance programs were renewed for 2018 and have received regulatory 
approval. These intercompany reinsurance programs are in addition to the ceded reinsurance agreements that 
provide protection to all parties to the reinsurance pooling agreement with Employers Mutual, including protection 
against losses arising from catastrophic events. Effective January 1, 2018, the external reinsurance agreements 
were renewed with similar coverages and limits as the prior year. The notable changes include increasing the top 
limit of the pool’s property catastrophe program by $10 million to $230 million, and decreasing the placement of 
the first and second layers of this program. Based on past loss experience under these treaties, marginal 
changes to our coverages and limits, and an increase in exposures, we project the ceded deposit premiums for 
our 2018 excess of loss reinsurance coverage will be slightly higher than 2017. 
 
Net investment income increased 1.7 percent for the fourth quarter, while net investment income declined 4.2 
percent for the year due primarily to a lower book yield in the fixed maturity portfolio as well as a decline in 
dividend income. Pre-tax yields on new purchases are still slightly below the book yield on the fixed income 
portfolio, which ended the year at 3.45 percent. The total return on our equity portfolio for the fourth quarter and 
year ended 2017 was 6.4 percent and 21.8 percent, respectively, slightly below the 6.6 percent and equal to the 
21.8 percent return of the S&P 500 over the same periods. The effective duration of the fixed maturity portfolio, 
excluding interest-only securities, declined slightly to 5.0 at December 31, 2017 from 5.2 at the end of 2016.    
 
We have a larger allocation to the equity markets than many of our public company peers, yet are comfortable 
maintaining our equity allocation even as valuations sit at relatively high levels. This comfort comes from two 
places. First, our portfolio is a lower volatility strategy currently comprised of approximately 60 percent core and 
40 percent value, and second, we maintain our tail-risk hedge to protect the portfolio from large downside moves 
in the equity markets. 
 
The annual return on our equity portfolio for the most recent five-year period was 15.9 percent, which is 
consistent with the annual return on the S&P 500 over this period. This return has significantly outpaced the 
return on fixed maturity securities as measured by the Bloomberg Barclays US Aggregate index, which had an 
average annual return of 2.1 percent during this period. We were able to achieve this return without sacrificing 
income as the after-tax yield on our equity portfolio was similar to the comparable income return of the Aggregate 
Index during the time period. 
 
I’ll now turn the call over to Mick Lovell, Executive Vice President of Operations, for some additional comments on 
the quarter.   
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Mick Lovell – EMC Insurance Group Inc. – EVP of Operations 
Thank you Mark, and good afternoon everyone. 
 
Renewal rate levels increased in all commercial lines of business, except workers’ compensation, in the fourth 
quarter. This resulted in a low-single digit rate level increase in commercial lines and a mid-single digit rate level 
increase in personal lines, and we are expecting similar increases to continue in 2018. We are targeting mid-
single digit rate level increases in the commercial auto line of business, while rate levels for workers’ 
compensation business will likely continue to decline due to the mandatory rate reductions implemented in many 
of the states in which we write this line of business. We continue to take a targeted approach for rate change, on 
an account-by-account basis. This has worked well, and has allowed our policy count retention levels to remain 
strong at approximately 87 percent for commercial lines of business and 84 percent for personal lines of 
business.  
 
Three of our four major commercial lines of business performed well during the year, with commercial property, 
commercial liability and workers’ compensation all posting loss and settlement expense ratios below 60 percent. 
Pressure remains on rate levels in the commercial liability business, which was relatively flat compared to 2016, 
while workers’ compensation business has been impacted by mandatory rate decreases that have been filed in 
many of the states that we operate in. Commercial automobile continues to be a challenging line of business for 
us and the industry due to high levels of loss frequency and severity, but we are encouraged by indications that 
the overall quality of our commercial automobile book of business is improving.  
 
Commercial automobile was the fastest growing line of business in the property and casualty insurance segment 
for 2017, and while that might be concerning on the surface, the vast majority of this growth is coming from rate 
level increases. We are also seeing some improvement in the mix of business. Our commercial auto dealers 
business was profitable in 2017 and grew in the mid-teens, and we are comfortable with this type of growth as it 
currently represents a relatively small component of the total commercial automobile business. The non-auto 
dealer or “traditional” portion of our commercial automobile business remained unprofitable; however, total 
premiums were relatively flat despite the increase in rates that we achieved, as policy count was only up 
approximately 1.5 percent. In addition, the calendar year incurred loss ratio for commercial automobile improved 
in 2017 by over 7 points from 2016 with reductions in both current period and prior period losses. We will continue 
to provide updates on this line of business as we get further into our initiative to return this line of business to 
profitability. 
 
We are closely following discussions underway in various states calling for a review of premium rates in the wake 
of the recent tax reform to determine if change in regulatory stance is warranted within this jurisdiction, to ensure 
profits do not appear excessive. While the corporate tax rate is a factor we consider when setting premium rates, 
it’s just one of the many components. Our sophisticated pricing models look at a myriad of factors such as 
historical loss patterns, loss cost trends, expenses, and the type of risk, when determining the rates to be filed in 
a given state.  
 
We are also closely monitoring the competitive landscape to gauge if carriers will begin using future tax savings 
to reduce premium rate levels to achieve retention and growth goals. Carriers may choose to invest in operational 
improvements and IT systems, reward employees, bolster surplus, or increase capital deployment to 
stockholders, among others, so a more competitive environment as a result of tax reform is not necessarily 
imminent. Our focus remains on price stability and long-term value creation for our stakeholders. As with any 
change in the competitive landscape, we will adjust our pricing strategy to protect our book of business and 
maintain our strong relationships with our independent agents, but we will not sacrifice underwriting profitability 
for premium growth.  
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We were also pleased with the changes for foreign related-party reinsurers as part of the tax reform, which will 
help level the competitive playing field. Foreign related-party reinsurers will no longer be able to utilize their tax 
advantage to offer lower premiums or bolster profits compared to their U.S. counterparts. This will result in 
changes to their pricing or risk selection in order to achieve the same level of profitability and could have broader 
implications on the reinsurance marketplace over time.    
 
Before I turn the call over to Scott Jean, Executive Vice President of Finance and Strategy, I thought I would 
briefly mention that Scott and I have transitioned into our new roles and taken on additional responsibilities. We 
are focusing on three overarching goals: enhance the EMC corporate culture, maximize the company’s 
performance, and ensure its financial strength. These goals, along with our guiding beliefs, will help shape and 
direct our actions as we head into 2018. 
 
I will now turn the call over to Scott Jean, for a discussion on some of our recent investments in innovation. 
 
Scott Jean – EMC Insurance Group Inc. – EVP of Finance and Strategy 
Thank you Mick, and good afternoon everyone. 
 
Earlier on the call, Bruce mentioned our initiative to increase the Company’s focus on upgrading systems and 
investing in innovation to compete and win in this rapidly changing environment. We are also implementing 
enhanced claims solutions, such as our on-call nurse program, which is designed to improve patient outcomes 
and lower overall cost of care by quickly getting an injured party the care and support they need. The on-call 
nurse can assess the situation and refer the injured party to the most effective treatment plan from the start, 
which creates a more satisfactory outcome for all parties involved. While the initial implementation and ongoing 
use of this program is an added expense, we believe the cost savings will be significant.  
 
Another example is the recent collaboration by our claims and strategic analytics departments to develop our 
initial workers’ compensation triage model, with a goal of quickly identifying claims that have a greater likelihood 
to escalate in the future. For the identified claims, we can then allocate the appropriate resources to closely 
monitor the claim activity in order to mitigate future expenses for the Company. The first iteration of this model is 
complete and enhancements are already underway. We also plan to develop predictive models to help determine 
when claims are most likely to require attorney representation or when a lawsuit will be brought against the 
claimant. These insights will be invaluable to our claims professionals.   
 
Innovation continues to be an important part of our overall strategy and has become entrenched in our 
operations. We cannot maintain the status quo and expect to be successful as the pace of change continues to 
accelerate. Technological advancements are creating new and exciting opportunities for insurance carriers and 
our independent agents, such as our recently announced strategic partnership with startup Dais Technology, Inc. 
The initial investment in Dais was made by Employers Mutual and EMC Insurance Group Inc. in late 2016. Dais is 
an innovative company that is launching a connected network designed to help insurance agents advance their 
digital capabilities, create internal efficiencies, identify new growth opportunities and provide additional value-
added service to policyholders. This partnership is an opportunity to further strengthen the independent agent’s 
value proposition in an increasingly connected society. The network that is being developed is expected to help 
differentiate our independent agents and equip them with the tools necessary to strengthen client relationships 
and provide high-level service in a technologically efficient manner. 
 
Last quarter, we discussed the recognition from the Novarica Insurance Technology Research Council, which 
awarded us a Novarica Impact Award in the Data Analytics category for our use of drones and 3-D photography 
to provide agents and policyholders with interactive loss control reports with improved data and usability. We 
recognize that drones are quickly becoming more prevalent in the insurance industry, which is why Employers 
Mutual recently announced a partnership with InfraDrone LLC, a Des Moines-based company providing drone  
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inspection services, and Jester Insurance Services, an independent insurance agent. Through this partnership, 
EMC is piloting infrared-enabled drones with a school district in Iowa to collect heat data from roofs, which helps 
detect moisture that may not be visible from the surface, thus minimizing the risk that severe roof damage might 
go unnoticed. This proactive approach will help the district prioritize repairs and possibly reduce future losses. We 
look forward to completing our current pilot project and eventually opening up drone usage to more of our 
policyholders.  
 
I also wanted to provide an update regarding a partnership we first entered into in early 2017 with MākuSafe, 
which developed a patent-pending wearable technology that monitors environmental exposures to identify risks in 
industrial workplace environments. A small pilot of wearable sensors is now underway to prove their viability 
within the industrial workplace and identify changes that can improve the performance of these devices.  
 
These investments and partnerships are part of our larger strategy to innovate and adapt as expectations and 
demands of the marketplace, consumers and our workforce are rising and changing at a rapid rate. Our ability to 
deliver on these expectations is paramount to our success. Fortunately, we have entered 2018 from a position of 
strength where we can capitalize on these opportunities and continue to build upon our well-established brand 
and solid reputation as we strive to return to underwriting profitability.  
 
So with that, we are now ready to open the call for questions. 
   

-----------------------------   -------------------------------------------------   --------------------------------- 
 
Operator 
We will now begin the question-and-answer session.  To ask a question you may press * then 1 on 
your touch-tone phone.  If you are using a speakerphone, please pick up your handset before pressing 
the keys.  To withdraw your question please press * then 2. At this time, we will pause momentarily to 
assemble our roster. 
 
Our first question comes from Christopher Campbell with KBW. 
 
Christopher Campbell – KBW – Analyst 
Hi, good morning. So I guess my first question is, I'm just trying to square what's in the insurance segment. You 
have the much lower core loss ratios with the lower loss picks, it sounds like, if I -- if my notes are correct, in 
commercial property and other liability. But then you're also having the fading reserve development now that 
you're -- now that you have the new methodology up and running. So just where were those --where was -- 
where were the lower reserves coming from? And then just how should we think about the interplay of those 2 
as pricing's starting to improve? 
 
Mark Reese – EMC Insurance Group Inc. – SVP and Chief Financial Officer 
Chris, this is Mark Reese. Stepping back when we first implemented our new reserving methodology in the third 
quarter of last year, in 2016 actually, we were setting our ultimates at very conservative levels. So as we've 
gained some more knowledge of the reserving methodology and got more comfortable with it, we have been able 
to narrow our reserve or our ultimate selections more to around the actuarial central estimate. So I think on a 
going-forward basis, we still expect to be setting adequate reserves, but we don't expect to be setting them at 
quite as high a level as we were doing under our prior methodology. 
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Christopher Campbell – KBW – Analyst 
Great.  And then just kind of switching a little bit, not segments or anything, but I know Mick had mentioned in 
his script, basically, EMCI is taking mid-single digit or has a mid-single digit rate plan in commercial auto. But 
just looking at the results on loss ratios were higher year-over-year in 4Q. Is that enough rate in that book, I 
mean, to improve it in 2018, given what you're seeing on the loss trend side? 
 
Mick Lovell – EMC Insurance Group Inc. – EVP of Operations 
That's a great question. This is Mick. Is it enough in the long term? We'll have to continue to push. And there 
are going to be segments across the country, and certainly, segments within our book that we will push even 
higher than mid-level rate. On an overall basis, we're going to -- we're targeting mid- to mid-upper level kind of 
rate increases in the commercial auto line of business. There will be places, certain accounts, certainly those 
with loss history or types of business, local trucking and some of those types of business. We will be pushing 
even harder than that. 

 
Scott Jean – EMC Insurance Group Inc. – EVP of Finance and Strategy 
And Chris, this is Scott Jean. I'll also chime in here. The accident year number that you're looking at for 
-- that we reported are still a little conservative. And I say that because we've seen some indications in our 
actual reported loss ratios that things have improved, but it takes a little time to flow through to our actual loss 
picks. But first of all, we are seeing some positive signs that things are improving. Secondly, we're not taking a 
rate-only approach to improving the commercial auto results. We've got a multi-tiered approach, in fact 8 
different sub-teams that have been working in the past couple of years on taking different angles on how to 
improve things. We believe our overall book has improved. We are implementing some enhanced rating 
methodologies in the next year or 2 years, which may not result in huge increases, but it will result in perhaps 
more accurate pricing and giving the right price for the exposure. 
 
Christopher Campbell – KBW – Analyst 
Got it. And then just kind of switching to the portfolio. Just how are you thinking about positioning that as rates 
are rising and then we're seeing credit spreads start to -- have been declining, how are you thinking about the 
duration, which is sitting at 5 years now and your credit quality? 
 
Mark Reese – EMC Insurance Group Inc. – SVP and Chief Financial Officer 
Yes, Chris. This is Mark Reese again. We don't really see a significant change. We aren't investing based upon 
duration. We're investing upon where we see value in the market. So I wouldn't get too excited about where we 
are from a duration perspective because that's really not what's driving our investment philosophy. 

 
Christopher Campbell – KBW – Analyst 
Got it. And then you mentioned the growth in Washington. So I'm just trying to think, is that -- what's the market 
look like for purchasing an existing book or doing a renewal rights deal? And how do you balance that against 
going in there and organically growing and kind of the risks of that adverse selection versus getting an existing 
book and then doing something with that? 
 
Mick Lovell – EMC Insurance Group Inc. – EVP of Operations 
This is Mick. As we entered Washington, we went in with a strategy to begin by supporting our Oregon and 
Idaho writings. Because of the geographic layout in that area, there are many border cities that we have 
appointed agents already, and we needed to be able to better handle the business they had in some of those 
border territories. So that's our initial step into Washington. As we go into Washington in future years and get 
more of a foothold, we will look to appoint some agents in that territory. At this point, we're not looking for 
Washington in and of itself to be a major growth in 2018, but we do expect it to do for us what we expected, 
which is support Idaho and Oregon. And as we begin to gain comfort there, we will look at growing that book in 
Washington alone.  
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Related to M&A activity out there, we've -- we always look for what the opportunities may be. There's quite a bit 
of change in the regulatory and marketplace with innovation and the need for investment. So that could change 
that landscape a little bit as companies have to look at investing in IT systems and other things. So we do keep 
an eye out for that. But at this point, we're looking to use Washington for our organic growth. 
 
Christopher Campbell – KBW – Analyst 
Got it. And just one more, if I may. So there's been a lot of talk about the lower tax rates and those being 
competed away. Are you seeing any impacts of that on pricing, specifically in commercial lines? 
 
Mick Lovell – EMC Insurance Group Inc. – EVP of Operations 
This is Mick again. I would say it's hard at this point to pin any of the pricing or competitive nature of the pricing 
directly to the tax reform. We do see a continued competitive landscape in the commercial lines arena. That 
probably -- as you look at larger accounts, we see greater impact there on the competitive landscape. It drops a 
little bit as you start going smaller into midsize and smaller accounts. At this point, it's very difficult to assess if 
that is directly tied to tax reform. 
 
Christopher Campbell – KBW – Analyst 
Great thanks for all the answers. Best of luck in 2018. 
 
Operator 
Again, if you have a question, please press * then 1.  Our next question is coming from Paul Newsome of Sandler 
O'Neill.  
 
Paul Newsome – Sandler O’Neil. – Analyst 
Good morning, thanks for the call. I was hoping you could kind of get a little bit more into the mechanics 
underneath the guidance, particularly the 100.7 percent combined ratio. Because just big picture, looking at 
2018 versus 2017, you would have thought that year-over-year, you would have a pretty the significant benefit 
from catastrophe losses, we hope. And so is this about either the deterioration of reserve releases that sort of 
come up here that we see like in primarily the primary business? Or is the reinsurance business just a lot less 
profitable than it has been historically if we kind of ex out the cats? It seems like 1 of the 2 would have to be the 
driver to get you to where you are from an earnings guidance perspective. 
 
Scott Jean – EMC Insurance Group Inc. – EVP of Finance and Strategy 
Good morning Paul, thanks for the question. I'll take a stab, and then maybe someone else can weigh in as well. 
But as we try to evaluate what's going on with future rates and profitability and then looking back to see the 
benefits of intercompany reinsurance agreements had, we're expecting much lower cats in 2018 than we had as 
an industry. But when you look at what EMCI actually experienced, because of the intercompany reinsurance 
agreements we have in place, we don't actually expect to see a lot of improvement from a cat perspective next 
year. The reinsurance segment, we are able to get a little more rate this year because of the marketplace so we 
expect to see significant improvement in the reinsurance results next year because of less catastrophes, but also 
from rate level increases we're able to get because of the changing market with the cats in 2017. On the P&C 
side, we're not expecting as much reserve release perhaps than we've seen in the past. But that overall book 
performed well in 2017, and we expect to see similar performance in 2018. Perhaps a little pressure could be on 
there, with tax reform not knowing what's going to happen with rates. But at this point, we are planning to get low 
rate increases, mid -- or low- to mid-single digit on the P&C direct written business, but also taking into account 
the fact that we could see more competition and we want to retain the business that we do have. So it's trying to 
weigh all that out. And that's how we came up with that projection for 2018. 
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Paul Newsome – Sandler O’Neil. – Analyst 
So are you trying to essentially hold the -- so last year, the primary business -- you did a 98 percent combined 
ratio roughly, which is a good by your historic standards, not terribly good by most public company standards. Is 
that -- I mean, are you trying to hold -- it sounds like that may deteriorate. Are you trying to hold that 98 percent 
-- or are you sort of recognizing that, for whatever reason, you kind of go back to that sort of 101 percent, 102 
percent kind of combined ratio that is your historic norm in that business? Because I think you folks were talking 
about trying to be a little bit more price-disciplined in that business in the last year or 2. Maybe I'm 
misremembering. 

 
Scott Jean – EMC Insurance Group Inc. – EVP of Finance and Strategy 
We are trying to be more -- focused more on our underwriting profitability, and that certainly enters into it. I think 
as we look forward into what we're expecting to happen next year, we are going to have that pricing discipline but 
also recognizing the pressure that's being put on from competition with the possibility of more competition going 
on because of the tax reform. We don't know what's going to happen, but we certainly keep that in mind when 
we're trying to forecast the future. But we're also making significant investments in technology, which is pushing 
up our expense ratio to some degree, preparing for the future, making sure that our systems are up-to-date, 
investing in some of the innovative technologies we talked about earlier. We believe a lot of these things are 
going to have long-term returns. So I wouldn't say it's a decline in the overall quality of business or even the 
pricing adequacy of our business, but there is a component of expenses entering into it as we invest in our future. 
 
Paul Newsome – Sandler O’Neil. – Analyst 
Great.  Thank you for the call and the answers. 
 
Operator 
This concludes our question-and-answer session. I would like to turn the conference back over to Steve Walsh for 
any closing remarks. 
 
Steve Walsh – EMC Insurance Group Inc. – Director of Investor Relations 
I would like to thank everyone for joining us today. We appreciate your interest in the EMC Insurance Group and 
look forward to speaking with you again on our first quarter earnings conference call. Have a great day. 
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