Supplemental Analysis by Birny Birnbaum on the
Financial Condition of the MCCA and the 2012-13 Increase in Assessment
March 22, 2012

This report supplements my report of October 2011 report regarding the financial condition of
the Michigan Catastrophic Claims Association and profitability of Michigan auto insurers.

1. The appearance of the financial condition of the MCCA - and, consequently, the
sustainability of the Michigan no-fault system — is vulnerable to manipulation by
insurers.

Insurers control the MCCA, which means that insurers ultimately determining the key
assumptions used to create the financial statements of the MCCA. In addition, insurers also
provide the claims data to the MCCA upon which the MCCA'’s estimates of future liabilities are
based.

The 2011 Independent Auditor Report of the MCCA states:

The methods of estimating unpaid losses and loss adjustment expenses are continually
reviewed and updated, and any adjustments resulting there from are reflected in the
current operations. Management believes that the provision for unpaid losses and loss
adjustment expenses is adequate; however, inasmuch as these estimated amounts are
based on member reported information, present value, investment yield and mortality
assumptions (determined by actuarial tables that incorporate actual emerged Association
mortality and closure experience) the ultimate settlement of these liabilities may be
significantly greater or less than such estimates.

There is a clear conflict of interest for insurers who are promoting radical change to the
Michigan No-Fault system and insurers’ ability to control the data and information used in
the public policy debate.

2. The governing structure of the MCCA prevents public accountability of the MCCA
for assessments levied on drivers.

The MCCA is governed completely by insurers who decide how large an assessment to levy on
Michigan drivers for catastrophic No-Fault coverage. There is no accountability of the MCCA
to the public. Unlike rate filings for auto insurance filed by individual insurers, which are public
documents and subject to challenge by consumers, the MCCA makes no rate filing and its
ratemaking analysis is not available to the public. As described below, the size of the MCCA
assessment depends on a number of crucial assumptions — assumptions which are not subject to
review and challenge by the public.

Meaningful public accountability requires public members on the MCCA governing board in
numbers at least equal to those of insurers, filing of assessments with complete supporting
documentation by MCCA to OFIR and public access to, and opportunity to comment and
challenge, the assessment.
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3. The massive 21% increase in the annual MCCA assessment is inconsistent with the
financial reports of the MCCA, which show that the No-Fault system is stable and
operating as designed.

The MCCA recently announced a massive increase in the per-vehicle assessment of 21% from
$145 to $175 dollars. The new assessment reflects a 23% increase in expected costs for
coverage of a vehicle in 2012/2013 — despite the fact that there is no change in the retention level
of claims by insurers. Insurers continue to retain the first $500,000 of catastrophic claims just as
in the 2011-2012 period.

The new assessment reflects in an increase in the surcharge to cover the “deficit” for old claims —
despite the fact that the MCCA deficit improved from 2010 to 2011 by over $1 billion.

The MCCA financial statements show that in fiscal year 2011, MCCA showed net income of
$450 million versus a loss of $480 million in 2010 — a difference of about $1 billion
improvement in 2011. Yet, MCCA'’s deficit improved by even more -- $1.5 billion. This does
not indicate crisis nor suggest the need for a massive rate increase.

In fiscal year 2011, MCCA total assets increased by $2.4 billion, even though MCCA received
about $1 billion in premiums and had $1.2 billion in incurred losses. In the prior year, MCCA
had $1.8 billion in incurred losses. Despite over 1,600 new claims and 700 net additional claims
from the previous year, MCCA'’s incurred losses declined by 33% from 2010 to 2011. MCCA’s
loss reserves were nearly unchanged from 2010 to 2011 -- $13.6 billion to $13.7 billion. This
does not suggest a crisis in claims or a need to dramatically increase the assessment.

In addition, the MCCA’s financial condition is hugely affected by the performance of its massive
investment portfolio. As the economy improves, the value of the MCCA investments — which
were devastated by the financial market collapse of 2008 — will also improve and further reduce
or eliminate the MCCA deficit.

4. The estimates of future claim costs are the fundamental driver of reserves, MCCA
deficits and assessments. There has been extreme volatility in MCCA estimates of
future claims over the years. Policymakers should demand an explanation of these
wide swings in claim estimates and greater public accountability.

OFIR/MCCA admits that these estimates are difficult to make and depend primarily on estimates
of future investment returns and inflation in costs of care. The data indicate that the estimates of
future assets and future liabilities are extremely volatile. The table below shows the extreme
swings in MCCA estimates of claim costs and deficits and suggests that the MCCA did not know
what they were doing in past, does not know what they are doing today or both.
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Figure 1: History of the MCCA per-Vehicle Assessment and Components
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On January 4, 2012, OFIR sent a letter to Representative Lund with responses to certain
questions about the MCCA. Appendix 4 of that letter shows the volatility in claim estimates by
the MCCA and the assets to pay those claims. From 1990 to 1997, assets increased from $967
million to $6.5 billion. But when the MCCA slashed the assessment to near zero to distribute a
“surplus”, assets declined to $5.9 billion and grew to only $6.3 billion by 2002. During the
1990-1994 period, liabilities grew from $2 billion to $4 billion, but then stayed around $ 4 billion
for 5 years. A deficit of $900 million in 1990 turned into a surplus of $2.5 billion by 1997. By
2003, that surplus had changed to a deficit of $2.3 billion. The graph below shows the volatility
of claim reserves associated with the volatility of MCCA surpluses and deficits. Clearly, the
actuaries did not what they were doing and policymakers should demand an explanation of the
changes in how the claim reserves and claim estimates were made on a year by year basis. The
sensitivity of loss reserves and deficit estimates to long-term estimates of inflation, investment
gains and mortality coupled with a history of massive volatility demand that MCCA provide an
explanation for these huge swings.
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Figure 2: History of MCCA Claim Reserves per Open Claim
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$1,200,000
$1,100,000

$1,000,000 /J—
$900,000 //V
$800,000 /
$700,000 T\

$600,000 /
$500,000 —

$400,000 T T T T T T T T T T T T T T T T T T T T T T T T 1
N 00 ) ©O < N M SN O N WO O A N MTTLWMON®KAN O o
0 NV 0 O A DA DD ADNDDNDNDO OO O OO0 OO0 O O d o
A DA DO DD NN NO OO0 O OO0 OO0 O O O o
Lo B B B IR IR T e T B o B o I o IR o R o I o N o Y o\ AN o A o\ AR o VAN o VAN o VAN o AN o VN o I o

5. Questionable Incurred But Not Reported (IBNR) Claim Reserves have a major
impact on the MCCA financial statements.

IBRN claim reserves are estimates of future claims which have not yet been reported for past
coverage. Inthe most recent MCCA financial statement, IBNR reserves are $2.8 billion
compared to $11 billion in reserves for the 13,522 reported claims still open as of June 30, 2011.
The IBNR claim reserve — 25% of reported claim reserves — appears very high. In effect, the
MCCA is estimating that catastrophic claims that occurred prior to June 30, 2011 but which have
not yet been reported will cost one-quarter as much as the 13,522 claims reported and still open
as of June 30, 2011. This is equivalent to saying that there are over 3,000 catastrophic claims
that occurred prior to June 30, 2011 but which somehow have not been reported. Given that the
MCCA has historically added about 500 to 700 claims each year (new claims filed less claims
closed), it seems unlikely that the MCCA will receive 3,000 currently-unreported catastrophic
claims in the future for events occurring in the past.

If IBNR claim reserves were 15% of reported claim reserves, there would be no deficit. If
IBRN claim reserves were 10% -- the equivalent of two additional new years of reported claim
reserves — the MCCA would be in surplus.
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6. The Auto Club rate filing for a large increase in no-fault rates is unjustified and
demonstrates the need for greater regulatory oversight of auto filings, including the
ability of the public to request a public hearing to contest such rate increases. A
health insurance rate filing for such an increase would trigger intense public and
regulatory scrutiny. To the extent that the MCCA relies upon insurer reporting of
claim reserves to establish MCCA claim responsibilities, this filing raises questions
about accuracy and bias of MCCA member company reporting.

The Auto Club rate filings provide no justification for the no-fault rate increase. The filings
provide only top level summary rate analysis and rate indications with no support for the key
assumptions driving the results. At its most basic, a rate analysis is an estimate of average future
claims per insured vehicle divided by an estimate of average future premium at the current rate.
This produces an estimated loss ratio at current rate levels. A high estimated loss ratio indicates
a need for a rate increase. Auto Club’s estimate of the future loss ratio for no-fault at current
rates is driven by huge increases in expected claims from actual historical claim experience and
huge decreases in expected premium per insured vehicle from actual historical premium. No
analysis or backup is provided for these radical assumptions. Auto Club estimates future
premium per insured vehicle at current rates will be 10-15% than actual historical premium —
through an adjustment called “premium trend.” It is unclear why there would be any premium
trend for no-fault, let alone 10 to 15%

Auto Club also includes loss development factors of 22 to 30% for claims 3-5 years old. It
seems unlikely that five year old claims will develop additional losses of 22%. None of these
trend factors or the actual loss trend factors has any support in the filing. The big rate increase is
driven by very high loss trends and negative premium trends, but the earned exposures declined
by over 50% from 2007 to 2011 for “medical indication.” The dramatic decline in exposures
leads to an overstatement of trends factors. There is no indication this effect was taken into
account.

If a filing like this were made today for health insurance rates, such a filing would be subject
to all sorts of public and regulatory scrutiny. There is no reason why this auto filing for no-
fault medical benefits should not be subject to the same type of oversight.
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Claims Statistical Data
Annual

Inception to Claims Claims Clalms  Annual  Annual % of Closed

Date s of: Reported  Closed Open  Reported  Closed  to Reported

06/30/1979 61 0 61 61 0 0.00%
06/30/1980 202 10 192 141 10 7.09%
06/30/1981 393 23 370 191 13 6.81%
06/30/1982 616 69 547 223 46 20.63%
06/30/1983 839 93 746 223 24 10.76%
06/30/1984 1,135 129 1,006 296 36 12.16%
06/30/1985 1,448 205 1,243 313 76 24,28%
06/30/1986 1,829 334 1,495 381 129 33.86%
06/30/1987 2,360 423 1,937 531 89 16.76%
06/30/1988 2,919 528 2,391 559 105 18.78%
06/30/1989 3,643 679 2,964 724 151 20.86%
06/30/1990 4,331 882 3,449 688 203 29.51%
06/30/1991 5,126 1,107 4,019 795 225 28.30%
06/30/1992 5,965 1,513 4,452 839 406 48.39%
06/30/1993 6,973 1,990 4,983 1,008 477 47.32%
06/30/1994 7,696 2,254 5,442 723 264 36.51%
06/30/1995 8,550 2,736 5,814 854 482 56.44%
06/30/1996 9,296 3,334 5,962 746 598 80.16%
06/30/1997 10,133 3,854 6,279 837 520 62.13%
06/30/1998 10,989 4,466 6,523 856 612 71.50%
06/30/1999 11,948 5,050 6,898 959 584 60.90%
06/30/2000 12,991 5,602 7,389 1,043 552 52.92%
06/30/2001 13,921 6,127 7,794 930 525 56.45%
06/30/2002 14,906 6,685 8,221 985 558 56.65%
06/30/2003 16,316 7,256 9,060 1,410 571 40.50%
06/30/2004 17,620 7,736 9,884 1,304 480 36.81%
06/30/2005 18,895 8,408 10,487 1,275 672 52.71%
06/30/2006 20,039 9,405 10,634 1,144 997 87.15%
06/30/2007 21,272 10,191 11,081 1,233 786 63.75%
06/30/2008 22,614 10,985 11,629 1,342 794 59.17%
06/30/2009 23,808 11,702 12,166 1,254 717 57.18%
06/30/2010 25,556 12,741 12,815 1,688 1,039 61.55%
06/30/2011 27,169 13,647 13,522 1,613 906 56.17%
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Exhibit of Balance Sheet Data

December 31, 1978 to June 30, 2011

Year Admitted Assels Liabilities Surplus(Deficit)
1978 $14,202,160 $11,467,020 $2,735,140
1979 46,602,535 45,870,678 731,857
1980 83,965,034 90,243,228 (6,278,194)
1981 132,465,887 109,637,847 22,828,040
1982 183,233,927 164,374,667 18,859,260
1983 233,601,243 212,018,309 21,582,934
1984 285,029,729 348,523,962 (63,494,233)
1985 374,007,022 457,018,304 (83,011,282)
1986 473,995,507 624,113,588 (150,118,081)
1987 621,984,059 903,276,474 (281,292,415)
1988 828,108,320 1,128,065,861 (299,957,541)

6/30/1989 967,007,814 1,472,425,438 (505,417,624)
6/30/1990 1,306,712,104 2,197,294,959 (890,582,855)
6/30/1991 1,858,129,962 2,658,690,631 (800,560,669)
6/30/1992 2,559,957,5217 3,078,987,154 (519,029,627)
6/30/1993 3,369,956,275 3,573,890,981 (203,934,706)
6/30/1994 4,149,485,391 4,171,228,739 (21,743,348)
6/30/1995 4,987,495,283 4,321,310,232 666,185,051

6/30/1996 5,793,582,687 4,108,019,298 1,685,563,389

6/30/1997 6,518,373,341 4,059,088,440 2,459,284,901

6/30/1998 5,878,523,486 - 4,300,755,945 1,577,761,541

6/30/1999 6,105,153,311 4,738,983,186 1,366,170,125

6/30/2000 6,178,835,599 5,424,742,852 754,092,747

6/30/2001 6,261,367,227 6,541,595,398 (280,228,171)
6/30/2002 6,324,697,118 7,295,566,688 (970,869,570)
6/30/2003 6,825,426,561 9,080,956,381 (2,255,529,820)
6/30/2004 7,562,035,649 9,285,616,143 (1,723,580,494)
6/30/2005 8,485,968,376 10,575,619,009 (2,089,650,633)
6/30/2006 9,306,727,256 10,923,679,957 (1,616,952,701)
6/30/2007 10,725,570,571 11,358,220,512 (632,649,941)
6/30/2008 10,912,804,366 11,820,471,230 (907,666,864)
6/30/2009 10,347,752,445 12,918,373,342 (2,570,620,897)
6/30/2010 11,436,319,669 13,964,719,024 (2,528,399,355)
6/30/2011 13,806,946,397 14,841,938,196 (1,034,991,799)

Note: The Association switched to a fiscal year-end 6/30 in 1989
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ASSETS
Curren! Year Prior Year
1 2 3 4
Net Admitted
Nonadmlited Assals Net Admitted
Assels Assels {Cols.1-2} Assels

1. BondS (SChBQUIB D) .......ececurrresussserersensassmsansrssnnssssssssnensssacanas freans 1815429045 ....covereerrcerirne fuene 1,615429,045)..... 3,133,187,212

Stocks (Schedule D)

21  Preferred slocks

22 Common Stocks . 11,162,358,2121......occi e ... 11,162,358,212].....7,938,843,765
3. Morigage loans on real estale (Scheduls B).

B8 FUBIRONS ..ocorerrerercriresesencnrmasasesssnessnresssssssssasssssasssssanss fsseseccssensnssesssnns fusssasararsrsrsnsssncns Jonsmernrnssnnsnsentare frorescsisnenenniocanns

32  Other than fust llens SETITOUNIN FR——
4. Realestale (Scheduls A):

4.1 Properties occupied by the company (16SS $.....omue 0

encumbrances)
4.2  Properties held for the production of inccme (188S $....enr0
encumbrances)

4.3  Properies held for salg (1658 $............... 0 ancumbrances)
5. Cash ($......728,202 Schedule E Par 1), cash equivalents ($.............0
- Schedule E Part 2) and short-term Investments ($..... 2313°8$82

Schedule DA) IO PO 232,128,184 ......ocrvnererecnenns [ereeree 232,128,184|....... 244,642,909
6. Conlract loans (Inckiding $...............0 premlum noles) .........
7. Dervallves
8, Otherinvesled assals (Schedu's BA) . g 148,292,192]..........occvncemmrunns furenas 146,292,1921.......... 79,055,531
9. Receivables for securites .
10.  Securiliss Lending Relnvesied Collateral Assats 837,629,368 .......c.coecrreenee vereens 837,629,368 .....0co0nerrernererens
1. Aggregate write-Ins for Invesled BSSBIS ...........cuemereesmionceseimmerons fonsonssiansansonciounes frouensonnsssasusonies fovseneionnussnnsrananns Joverocnarnionsesusneses
12, Sublolals, cash and lnvested assets (Lines 110 1) .......ocevvmvrcnivnncnes ... 13,783,237,00........cc i ... 13,783,737,001|... 11,395,729417
13, Tl plants 1858 $.u.uuueun.n... charged off (for Titha insurers only) .o..euveuere. fovemnenciirainiecennns
14,  Invesiment income due and accrued . 20,433,220]. 20433.2201......... 33,916418

15, Premiums and consldesations:
15.1 Uncollecled premiums and agenls' balances kn the course of »
coflection ... 202,510 . 61,805 240,765{.......... 3,216,146
16.2 Delerred premiums, agents' balances and inslatments booked
but daferred and not yel due (Including $....... .....0 earned but
unbited prembums) .......
16.3  Accrued relrospective pramiums
8.  Relnsurance:
16.1  Amounis recoverable from relnsurers
18.2 Funds held by or deposiied with relnsured COMPANIEs ............coe. feeceersarmissnscsacsens fearerernearenieiianas
16.3 Othar amounis tecelvable undar relnsurance contracls
17.  Amounls recelvabla relating to uninsured plans ....
18,4 Current federal and forelgn Income lax recoverable and Interest thereon ... ;
18.2 Nel deferred tax asset o Fssmsssissiosassvonsen [ismeseassyovsmasmsanis |osneasss
19.  Guaranly funds recelvable or on deposll........
20.  Eleclronic dala processing equipment and software 2535411 2,535,411 3,397,088
21, Fumlme and equipment, Including health care deflvery assals
) DO 39,504 39,504
2, Nelad)uslmenlln assels snd fabiktios due [0 foreign eXChBNGO 13188 ...... f....ccceueernceerraces forrsonsussnsaernarenins feemvarssnanrenensersans
23.  Recelvables from parenl, subskdlaries and 8MIAIBS ..........cevcersierrnrens forsrnensrsnensrenssases feorececsnnnenssnsnans frusenee 5
24,  Heaith care (§..............0) and other amounls receNabIE .............cecoees feoreruvsusencsresmrarns freseresurisesssnennens foncas
25.  Aggregale write-Ins for other than Invesled assals ........ 33,094 X112 ] ORI PO v
26.  Tolal assels excluding Separate Accounts, Segregaled Accounts and
Protected Cell Accounts (Lines 1210 25) ........e.cvveriersnenirenrsnnasennnans ... 13,807,070,8001.............. 124,403}... 13,808,946,397 ... 11,436,319,669
27.  From Separale Accounls, Segregated Accounts and Prolected Cell )
Accounts
28, Tolalftines 8and 27)........... ... 13807,070,800(............. 124,403 ... 13,808.946,397|... 11,436,319,669
DETAILS OF WRITE-INS
1101.
102 ..oerrerenreiriennes e
- 1103, ... | L | LT RO (PO o)
1198. Summary of remaining wrile-ns for Line 11 from ovarfiow page
1199, TOTALS (Uines 1101 through 1103 pius 1198) (Line 11 above) saszssssesasivasassncess Bassocnssassntusssnasons

2501, Prepald Expenses - 33,04 BOH..coninrinnn

2502, hvenensssassnasesvasen

B0 s .

2598, Summary of remalning wiile-Ins for Line 25 from overflow page ....0........|ocecrescsissnicnnnaces

2599, TOTALS (Uines 2501 through 2603 plus 2598) (Line 25 above) . 33,094 33094, o
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LIABILITIES, SURPLUS AND OTHER FUNDS

[ 2
Current Year Prior Year

1. Losses(Part 2A Lina 35, Column 8) ... 13,742,308,000]... 13,569,472,000
2 Relnsurance payabla on pald losses and loss adjustment expenses (Schedule F, Part {, Column 68) ; ~
3 Loss adjustment expenses (Part 2A, Line 35, COUMN 9) .......cceveerecnivinnnensensssssesnniiosene S N 204,702,0001....... 170,048,000
4 Commissions payable, contingent commissions and other SIMTIAr Changes ...........ceemsereaerirsseeenssreeasnsasrennas fovans .
5. Other axpenses (excluding laxes, fcenses and fees) 3317,753.......... 3,104,834
8. Taxes, dcenses and fees (excluding feders! and foreign Income laxes) -
7.1 Cumentfederal and foralgn Income laxes (Including $.............. 0 on reafized caple! gains (fosses)) PR ST ———
72 Netdeferred lax Babilty SRRSO .
8. Borrowed money $..............0 and lnterest thereon $ 0
8. Uneamed premiums (Par 1A, Uine 38, Column 5) (after deducting unearned premtums for ceded relnsurance of

S .0 and Including wamranly reserves of $. 0)..... ceeefereeees 251,811,0001....... 218,352,000
10.  Advanca pramiums i
11, Dividends declared and unpaid;

THL SI0CKROIIBM ..u.vovrcvssvencansussssssemmsssassnssosenssrernsssnanessareseseatononsnsssassseresssasmmsnsnsasesassraasssasases Jrostatiansssiansasessas Jaesssnssesssnrasesanres

1.2 Poilcyholders - .
12 Ceded relnsurance premiums payable (net of ceding commisslons)......... B T oy e
3. Funds held by company under relnsurance treaties (Schedule F, Part 3, Coumn 18) .
14, Amounts withheld or relained by company for acoount of olhers 164
15, RemRiances and IBMS NOLAIOCAIEE .......coeerremcrereererremenrareraniersassiasssessssensessresssarassrrsnsmvassensssessaasassans foasensrorsssnssassansre - S
16.  Provishn for relnsurance (Schedule F, Parl7) ;
7. Netadjustments In assets and lablities due lo foreign exchange ales .............cccvveeeemveerreverennes
18, DIBMS QUISIANAING ......covuererereerreesemssinnnneessneensessssrssessersssstssasensramseressssnstensesesensisessnssssessronsantoness |oserenssasiarensassone N
19,  Payablo lo parent, subsldiaries and affiEales .............c.oveveririnniisniniinnnansisssssissssseisssssarerssisrsssssass |roserrsenenesiansones [sessesenissrecssanmnee
2. DOINVBIVEE:....cuviaciiasoiuassusaiosiasissmeasssninissssavsssssnimssaaissisisbiasassismisasas R oI RR s TR s ss s sasv v ssasns Losvas T
21,  Payabiefor securites .... SRS URESORIUERN SRRSO, | ST, SRS
22, Payable for SECUMBBS IBNUINY .........veeeerireerineereienerisecserseseatarssensntssssnsesssasarsrssvessasssnssesasmarsarsssesanass [esaress 637,529,368 1............ouvrunee
23.  Llablity for amounts held under uninsured plans ........
24, Capitalnoles $.............0 and interest thereon $. 0 —— e — )
25.  Aggregale wrilens for Gabiities . 1,472,075 2,742,036
2. TOTAL Liabllitiss exciuding protected cell liabiies (Lines § thiough 25) ............ceeererereremieecensnrasisenrsesesesrans ... 14,841,938,198 ... 13,964,719,024 x
21, Protecled cell Habilies
28.  TOTAL Usbilities (Lines 28 and 27) ... 14,841,938,1986|... 13,964,719,024
25,  Agaregate write-Ins for special SUTpius fUnds ...........cocreeevcrinsreneras
30.  Common capltal slock %
31, Prefemed capital siock I — -~ s .
32, Aggregate write-ins for other than Special SUTPIS RUNTS ....ou..vicecreeiveencnsaeieniantninnsiacseseemsrersonssimmsrranassacanses fnsmnacnssasaresinsasis feracnssasssssnresssses
33, Surpusnoles 9% (SOOI DO
WM. Cross pald (n and cONIIBULE BUIPIS ......ocirerererrieraesessesssasennesnosssnsessssnssronssasssnsantonsassssssassonstssarsassessere faeasemeosscesiosnnsons fossacerescasnassarsnice
35 INasEINE NINAS (BUIDIUSY vyivvrsvsusssssionsssussmusssssnsssssssisssuasessrsnsssevs s miss sesss sermsvsss (3ns sy as s Obysns s msES RS ... (1,034,991,799)1.... (2,528,399,355)
36 Less beasury slock, at cost:

B i 0 shares common (value lncluded bn Une 30 §. 0) o

382  ...eenn0shares preferred (value Included in Ling 31 $, 0) o
37.  Surplus as regards policyhoiders (Lines 29 fo 35, minus 36) (Page 4, Une 39) (1,034,991,799) ... (2,528,399,355)
3. TOTALS {Page 2, Line 28, Cotumn 3) ... 13,806,848,397... 11,436,319,669
DETAILS OF WRITE-INS
2501,  Promium RBAINGS PBYAI ... .....cicimmismivasiss srsusssrasssssiasossinisnsesanssesssasisnonsssssviddnesivsssassssmossassisassnsass | sssssssnse 1,055,512].......... 2125,122
2502, MISCENEBIOUS 1..ucveveesrnssmrssensanstansssesesissssaesssasnsastossrssassssssssesssesssersssenss sevase 416,583.............. 18,914
2503, "
2598,  Summary of remalnlng wrile-ins for Line 25 f10M OVEIMIOW PAOB .........couueeerisimnensmnacrerssanioessacs rasmunssassrsenes frocassvanssssnonsrenns finssususscnsmassuonsars
2599, TOTALS (Unes 2501 through 2603 plus 2588) {Line 25 above) ........ 1,472,075].......... 2,742,026
2801, ‘
2902 ... vens fereereneerrnniessnens frorereeeniete s
1 T L
2998. Summery of remalning wrile-ins for Line 29 from overfiow page ............... sivs
2999, TOTALS (tines 2901 through 2903 plus 2998) (Line 23 above).......
T —— ——
3298, Summary of remalning wrile-Ins for Line 32 from overfiow page SR
3239, TOTALS (Lines 3201 Uwough 3203 plus 3298) (Line 32 gbove) o ———
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STATEMENT OF INCOME
1 2
Current Priot
Year Year
UNDERWRITING INCOME
1., Promiums earned (Part 1, LN 35, COIMN ) .......ecuieueremrrrncurresecenssnseesasssmensassnssssnenssssnmnsnsssssenssasns |onsenee 081,455,263....... 827,971,288
DEDUCTIONS
2. Losses incurred (Part 2, Line 35, Column 7).......... 1,132,919,675(..... 1,815,847,065
3. Loss adjustmen! expenses Incurred (Part 3, LInG 25, COIUMA 1) .......c.covurreriererersninstensmuensnssanrenseonssnsnsoessfossacanes 47439,849]......... 28,213,465
4, Other underwiiting expensas lncurred (Part 3, LIne 25, COUMN 2) .....v.urecrenseessamsessssnssmensnsssnsonsssassesassas [ecaneanans 1,840,6541.......... 1,631,468
5. Aggregate write-lns for underwriling deductions O U I {10,737,000)
6. TOTAL Undeswriting Deductions (LInes 2 throUgR 5} .......vcueecerenannsesmnasesasasassessinssnsasmsasensasanssstnns frosee 1,182,200,178{..... 1,834,854,9¢8
7. Nellncoms of protecied cells ... .
8. Neslundenwriting galn of (loss) (Line 1 minus Line B pus LING 7) ...c.ereecrcuenermsonsensmnssnsseasasssasarsnsnssssascoss foeses (200,744,915 ... (1,006,883,700)
INVESTMENT INCOME
9, Netlnvestmentincome eamed (Exhibit of Net lnvestment income, Line 17) ) 371,982,585]........ 377,739,143
10.  Netraafized capital gains (losses) less caplial gaing 1ax of $,..uuu.....0 (Exhibil of Capill Galns (Losses)) ........... seenees 206,7270301....... 148,760,476
1. Nellnvestmanigaln o7 (J05S) (LINGS O # 10) .....crruiuriicimrnirerenniiniininicissisinissenneianetstssensssessrensassnssssssas frassens 847,709,615]....... 526,600,218
OTHER INCOME

12 Netgeln or (loss) from agenls’ or premium batances charged off (amount recovered $.............0 amount cherged

off $ 0)
13.  Finance and service charges nol included In PremIUMS ..........ccvieerrnmiennnienmessieianaaesnesnsssssmnssnsnesasorens [orncmsonsaianensirasass fosesnnsnansnninensnnen
4. Aggregale write-Ins for miscellaneous income 2,054,372 50
15. TOTAL Other income (Lines 12 theough 14)....... 2054,372].......0c0000imnee 50
18,  Nellncome befora dividends lo policyholdars, afer capilal gelns lax and belore all other federal and forslgn

Incoma laxes (Unes 8 + 11 + 15) .. .. 449,019,072|..... (480,383,431)
17, DIVIONOS 10 PORCYHNOMINS ..........cciieussonsssssnseniamssssssissssssassnssssssntssssasusnsossasnnosansosasinavonsensenpos sstsnsens s fonsmssassassasoasornace foonesnsonssasnnnsases
18.  Nalincome, aflar dividends lo poficyholders, aer capilal galns lax and before all other federal and forelgn

income 1axes (LING 18 MINUS LING 17) ......cveereererecrnrenurcmronmenerecnimserssesacasmossmenmssssssssssasnsinsassasssssnsnass [ evsnses 449,019,072)..... (480,383,431)
19.  Federal and forelgn Income laxes incurred s 18.262 28,327
20,  Netincome (Line 18 minus Lina 19) (lo Line 22) 449,000,8101...... (480,411,758) |

CAPITAL AND SURPLUS ACCOUNT

21, Surpls as regards poficyholders, June 30 prior year (Page 4, Une 38, Column 2) ... (2,526,398,355) ... {2,570,620,897) |
22, Nellncoma (fom LN 20) .......cccoureriunsisecsscntonsenisersessnisssassasssssassnsesssnsasereronsssasssssnssarcasnsasssssasnsan fornere 449,000,810} ..... (480,411,758)
23.  Nel Uransfers (to) from Protected Ced acoounts
24,  Change n nal unrealized capital galns or {losses) less capital galns tax of $, Qsiiisisissssssssssnsissassasanea fosize 1,043,226,285(....... 623,818,515
25,  Change ln nel unrealized forelgn exchange capilel galn (foss)
26, Changein netdefered IN00MB 18X ......cocveevcemireesisearisesresmsnssassnsisrsionsnnensirsmensssmsnmrarsensassonsanentensasnes
21.  Changen nonadmitied assets (Exhibit of Nonadmitied Assels Lina 28, COlUMN 3).......cccervemrsurisuvececasinsnserensefurnenerens 1,180,461 1........ (1,185,215)
28.  Change In provision for relnsuranca (Page 3, Uine 16, Column 2 minus Column f)
29,  ChangoInSurplIs NS .....ouuisaississsimmssussisessussomssonsiossnssissisassasssrsssrsssnisseussnsssnsassmsnanssusoasssonsnvss [asssssoansascapsesnsan
30.  Surplus (contribuled to) withdravm frem prolected celis SRS
31,  Cumulative effect of changes In accounting principles
32.  Capilal changes:

321 Padh

322 Transferred from surplus (Stock DIVIAENd)...........ceccermsuresenrsiarenieresassicsesansesnnisnsannis

323 TIONSIBMEG [0 BUIPIUS ........cecemrrceroncecseniiiresracssronsincatatsinatseanesessrssenssssssinsnsrssssisesasssnsesset | stssssassssenssnssssaes [osensses
33, Surplus adjustments:

3.4 Paldhn

332 Transferred to capltal (Stock Dividend)

333 Translerred from CAPMAL .....c.ovevrecrirencenetsistarentnncesssusssnssisessassseserssssnsrssnsssrosasssmiasreassnsasses
3.  Nof remittancas Tramiof (M0} Home OMICE .. ...ocviscisuuiuiivemmaniottoresionsssns sviseveseivansaoosssasmssnsaiasnassvassnns, | euersunassnsissoduing, fessssvaasssiosiocsning
35.  Dividends lo slockholders
36.  Changa i treasury slock (Page 3, Lina 38.1 and 38.2, Colvmn 2 miaus Cotumn 1)
37 Aggregale wriledns for galns and losses [n surpius

Change In surplus as regards policyholders for the year (Lines 22 Biough 37) ...........ccceeereeneceecnrereressneneieens Jansee 1493,407.558]......... 42,221,542

Surplus as regards policyholders, June 30 current year (Ling 21 plus Line 38) (Pege 3, LB 37) ...cceesveriercnniuses ... (1,034,891,799) ... (2,528,399,355)
DETAH.S OF WRITE:INS
0501. Premium DEACENCY REBSEIVE .........cccoverrerenrirnismsntonssrasssnsasssnssmsmssssesasssssnsssesasosasesensssstaasssasesessrorass fanserssesansassossasane fussanes (10,737,000)
0502, ...oieeiicerac e eenr ettt sa e r s e s bR sa s ban et e s ereresanenereseRebsbe e R s vRreReroNe e saRe s aResasebsts R reronsaane Juvhntibnnsnns
0503, .....oooceircrirnneirinnanns
0588, Summary of remalning write-Ins for Lina 5 from ovesflow page ssils
0589. _TOTALS (Lines 0501 through 0503 plus 0598) (Line 5 ebove) ... (10,737,000)
1401. Lale Charges . 2,054,248 ..o errerrenne
1402, MISCEIBNEOUS INCOMB ... ovvivraerrearserinsiseeiesarniamerasscssosennsasssnasrorseresassasanaseressesanarssesnanasessssarsnsssesss | sosssesnersorsares 128 £0
TA03:  .occimertontoninn o R aseaoaaa iR s e me g son g pssvobisininsnsnsrssassantessaesiassrsntrsnssitrsnsses sinvas |oeserseraensensesrnortelfbsrorventevanfiitisns
1498, Summary of remaining wma-lns for Lin@ 14 frOm OVEMIOW PAB ..........co.ceurremecminreriesensasronenenacsrensressranens asssessassssssssssonses fusisns
1499. TOTALS (Lines 1401 through 1403 plus 1498) (L!no 14 above) 2054372 50
I8 coccvivinassrsminsssrvsssssaTmss o5 TSI A U TS F e i e ST TATR 3 Fmamen o B Fibens S Sinemn s i533 5T anbmn | nroommuramnsnsneslinomei] Efon
3702,
3703, veerraioenssnssiiisnsasnnsessvnsasnrsssnseesnassnssnsseniiianassasressnoersnssviniosssaisesssygeros fossrsngmnapasenoveeessiorsasssesevsssnesass
3798. Summary of remalnlng wrile-ins for Line 37 from cverfiow page..........
3789. TOTALS (Lines 3701 through 3703 plus 3798) (Lines 37 above)
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