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GUSTAVE KRAUSE: We're going to get started 
because we've only got a limited amount of time. 
These are mini sessions running today and we 
want to make sure we get everything in and 
answer questions you might have. Thank you all 
for joining us. I guess I'm obliged to offer the 
standard disclaimer. The opinions you may hear 
do not represent the opinions of the American 
Academy, CAS, CCA or anybody. Therefore, no 
one can be held accountable for them. We're 
going to get into the discussion rather quickly. I 
would like to first introduce both panelists who 
will join me today. 

On my far left is Peter Huehne. Peter brings an 
international flavor to our panel, being born in 
Gudensberg, Germany. He received his degree 
in mathematics after studying at Goettingen, 
Lower Saxony. He worked on scholarship from 
the Robert Borsch Group, and taught statistics 
classes at the University of Hagen, Germany. 
Since 1989, Peter has been a member of the 
German Actuarial Society and the International 
Actuarial Association. Since 1990 he's been 
employed by Allianz A.G., first in Munich and 
more recently, for a little over a year, in the 
Fireman's Fund offices in Novato. 

On my immediate left is Mike Larson. Mike is a 
graduate of the University of Minnesota. He is an 
associate of the CAS and has been with the St. 
Paul for just under six years. He spent the first 
four years there working in the pricing area for 
their small book of medical malpractice business, 
and for about the last year and a half he has 
been responsible for reserving, and in particular 
for the workers compensation and general liability 
reserves of St. Paul, which is no small task. 

Before we get into the technical content of this 
session, I would like to mention the changes in 
Schedule P this year. As most of you know, 
Schedule P has undergone a lot of changes in 
the last few years. We're not going to dwell on 
those. We will assume that you're reasonably 
familiar with them. This year, the changes are 
quite easy to report. Part 4 is being deleted, Part 
5 becomes Part 4, and Part 6 becomes Part 5. 

In our discussion today, I am going to play the 
role of the consultant, hired by you, the 
policyholders of Had A Mission Insurance 
Company. Yes, Had A Mission. And you and 1 
know what that mission was. It was to overstate 
it's reserves in order to justify higher prices for 
you. Peter and Mike, and they're finding this out 
for the first time, are the actuaries at Had A 
Mission. And they will attempt to demonstrate 
how Schedule P can be used to improve upon 
my own analysis, if you can imagine that. The 
setting is now 2001, and I've just completed my 
analysis. You have a large volume of material in 
the handout; if you don't have one they're in the 
back. We will only hit some highlights of the 
material in those handouts and leave you to take 
back the rest to peruse at your leisure. 

First, and for the handouts I believe this is 
labeled Page 15, from my analysis, Had A 
Mission has overstated it's reserves based on 
even the briefest review of average claim values. 
This table shows that Had A Mission is showing 
net reserves of, on average, about $9,000 per 
claim, and this is from the annual statement data 
that is included in your package. You can trust 
that the arithmetic is right or, if it's not, it doesn't 
matter. And from this information and one 
comparison, which I believe is on Page 16 in the 
package, it's clear that this company, Had A 
Mission, is only paying $8,000 per claim. And 
this is true historically, as anyone can see. 
Therefore, as policyholders of this fine company, 
you can see that this company is over reserved 
by at least 6 million dollars of your money, by my 
calculations. What do you have to say about 
that, Peter? 

PETER HUEHNE: Good afternoon. My part of 
this mini session - The Average Claim Value 
Analysis is covered in your handouts on Page 14 
to 32. But don't worry, I won't get over all these 
pages with you, because our time is very limited 
today. The exhibits of the handouts cover all the 
material I would like to present here and also all 
the details about where you can find the data in 
the Annual Statement, Schedule P. 

Let's see if we can come up with a more proper 
analysis than we just got from the consultant. In 
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the following I will call Gus' method the 
"presented method". I would like first to answer 
the question why the presented method is 
inappropriate to test the reserve adequacy and 
second to describe an acceptable method to 
evaluate the reserves based upon the data 
covered in Schedule P. 

Okay. Let's go over my first slide, it's Page 17. 
Why is the presented method inappropriate to 
test the reserve adequacy? Basically for two 
reasons: It does not take any kind of historical 
development into account and so it's only a 
snapshot as of the end of the current year. 
Please note that in our case the current accident 
year is the year 2001 and remember this 
carefully. Why should we take the historical 
development into account? Well, a more detailed 
look to the presented method shows us that on 
one hand the "average reserve" is calculated with 
the number of open claims. On the other hand 
the "average paid" is calculated with the number 
of closed claims. Both claim counts are a 
snapshot as of 12/2001, see Page 15 and 16 of 
the handouts. 

The comparison of severities based upon open 
versus closed claims is invalid because they have 
different mixes (a) by year and (b) by the size of 
claim. What do I mean with that. Well, by year 
the open claims are made up mostly of claims in 
the more recent years while the closed claims are 
leveraged by claims in the older years. By size of 
claim the open claims contains more claims 
which are larger and "harder" to close while the 
closed claims contain many small claims which 
are "easier" to close. I will show you a little bit 
later how this will affect the analysis. 

My second major problem with the presented 
method is the fact that the presented method was 
using reported data as of 12/2001 only, to come 
up with an indication of a 14% redundancy. 
Applying this ratio to the total reserves including 
IBNR means that our consultant implicitly 
assumed that the IBNR claims are also over- 
reserved by 14%. Note, the company we are 
talking here about has IBNR and Bulk reserves of 
$ 27.6M which means 65% of the total reserve of 
$42.5M. 

Now after all this criticism of the presented 
method the question is: How should we calculate 
the average reserve and the average paid to 
avoid the pitfalls mentioned above? I assume that 
most of you are familiar with the following 
phenomena: For a given accident year, both the 
average case reserve for loss and ALAE on open 
claims and the average paid loss and ALAE on 
closed claims increase by age of development. 
The triangles shown in exhibit 1 and 2 on page 
18 and 19 prove this statement. The average 
case reserve by accident year and stage of 
development is shown in exhibit 1, the average 
paid by accident year and calendar year is shown 
in exhibit 2. 

How did I calculate these triangles? Well, the 
average case reserve by accident year as of 
each calendar year-end is calculated as a 
quotient of the total case reserve by accident and 
calendar year and the number of open claims as 
of the end of each calendar year. Thus you have 
to look up the open claim counts in several 
annual statements to generate an open claim 
count triangle. A little bit easier is it to calculate 
the corresponding total case reserve triangle. It's 
simply the difference of Schedule P, Part 2 minus 
Part 3 minus Part 6 of the latest annual 
statement. Note, that the incurred losses 
displayed in Schedule P, Part 2 are representing 
the ultimate loss and ALAE. Subtracting the 
cumulative paid loss and ALAE (Part 3) and the 
IBNR and Bulk reserves for loss and ALAE (Part 
6) gives us the case incurred triangle we are 
looking for. You will find the details of this 
calculation on Page 27 of your handouts. 

To calculate the comparable average paid by 
accident year and stage of development we first 
of all have to calculate a triangle of the 
incremental paid loss and ALAE. We can derive 
this triangle from Schedule P, Part 3 of the latest 
annual statement Further on we have to 
generate a triangle containing the number of 
calendar year closed claims by accident year. To 
get these numbers we have once again to use 
several annual statements. The number of 
closed claims for a given calendar year equals 
the difference of Schedule P, Part 1 Column 12 
minus Column 23 of the corresponding annual 
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statement. The average paid triangle is then 
calculated as a quotient of the incremental paid 
loss and ALAE triangle and the closed claim 
triangle. You will find the details of this calculation 
on Page 28 of your handouts. 

Let's have a brief look to the exhibits 1 and 2 to 
get a better understanding for these triangles. For 
accident year 1993 the average case reserve per 
open reported claim at the end of calendar year 
2000 was $62,500 (exhibit 1 ). The average paid 
on closed claims during the subsequent calendar 
year 2001 is $145,000 (exhibit 2). I think this 
example gives us a good counter argument to the 
hypotheses that older accident years are 
significantly over-reserved. Note, that these 
numbers don't include IBNR claims and reserves. 
We should avoid the quick and dirty conclusion 
that for accident year 1993 the run off for the 
total reserves is negative for calendar year 2001. 
As you can figure out from your annual statement 
2001, Part 6 which displays the IBNR triangle, 
the company had IBNR for accident year 1993 as 
of 12/2000. Overall there is no change in ultimate 
loss and ALAE for accident year 1993 during 
calendar year 2001. 

The next slide (Page 20) illustrates the increase 
in the average reserve on open claims and 
average paid on closed claims by age of 
development. The exhibit displays the numbers of 
the calendar year 2000 column in exhibit 1 and 
the calendar year 2001 column in exhibit 2. The 
significant increase by age of development is in 
line with our expectation. 

The facts I have pointed out so far lead us to the 
question: How should we project the ultimate loss 
and ALAE based upon the information available 
in the annual statement? We have several 
altematives. Of course, we could use the 
standard link ratio methods for the cumulative 
paid and ALAE and the incurred loss and ALAE 
separately. Referring to the title of this part of the 
mini session I would like to describe a third 
method using claim counts and average paid loss 
and ALAE to project the ultimate loss and ALAE. 
As we will see it, all the information which we 
need to employ this method is covered in the 
revised annual statement, Schedule P. 

Please have a look to my Exhibit 3 on page 21 of 
your handouts. The basic idea of the third 
method is to calculate first of all the ultimate 
claim count and the average ultimate paid loss 
and ALAE by accident year separately. The 
second step is then to calculate the total ultimate 
loss and ALAE by accident year as a product of 
the average ultimate paid loss and ALAE and the 
ultimate claim count. 

Okay, let's have a look to the projection of the 
ultimate claim count.The underlying idea is to 
generate a "reported claim count" triangle by 
using the information covered in the annual 
statement, Part 1, Column (12). As we discussed 
it earlier, we have to use several annual 
statements to get a triangle like that. For details 
see Page 29. The next step is to square this 
claim count triangle to get age-to-age factors and 
finally based upon selected age-to-age factors 
the age-to-ultimate factors. As you can see it on 
Page 29 our claim count pattem is artificially 
stable which makes it a little bit easier than 
normally to make a selection. As you might 
guess, the displayed projected ultimate claim 
counts by accident year are calculated by 
applying the age-to-ultimate factors to the latest 
diagonal as you can see it in exhibit 3. The first 
column displays the numbers of the latest 
diagonal of the triangle with the exception of 
accident year 2001. I guess that's a typo. It 
should be 2,169 instead of 2,196. But I think 
overall the effect on the projection is minor. In 
column (2) and (3) you will find our selected age- 
to-ultimate factors and the projected ultimate 
claim count respectively. 

The corresponding numbers for the average paid 
and ALAE are shown in Column (4) to (6) of 
exhibit 1. The underlying idea is the same as we 
just described. With the cumulative paid loss and 
ALAE (annual statement, part 3) and the reported 
claim count triangle mentioned above and 
displayed on page 31 I calculated the average 
paid and ALAE triangle displayed on page 30. 
The projected average ultimate paid and ALAE 
by accident year are calculated by applying the 
age-to-ultimate factors to the latest diagonal. 
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Now we can project the total ultimate loss and 
ALAE by accident year, which equals the 
estimated average ultimate paid (exhibit 3, 
Column (6)) times the estimated ultimate claim 
count (exhibit 3, Column (3)). You will find the 
results in Column (9) on page 22. The indicated 
reserves, defined as the sum of case reserves 
and IBNR and Bulk reserves equals the 
difference between the projected total ultimate 
loss and ALAE and the paid to date (in our case 
12/2001). The indicated reserve is displayed in 
Column (11) on page 22. 

The comparison between the annual statement 
unpaid loss and ALAE (displayed in Column (12) 
on page 22 of your handouts) and the calculated 
indicated reserves gives us a proper indication of 
the adequacy of the total reserves. The numbers 
are displayed in Column (13). As you can see 
there is almost no difference between indicated 
and reported reserves. Based upon this fact I 
would like to draw the conclusion that our 
considered company is adequate reserved rather 
then significant over-reserved. 

I guess I have less than two minutes left, let's 
talk briefly about the credibility of my indicated 
reserves. To measure the credibility we should be 
aware of the pitfalls and underlying assumptions 
I have made by using squared claim count 
triangles and squared average paid triangles to 
project the ultimate loss and ALAE. You will find 
a list of those assumptions on page 23 and 24. 
Also I listed some of the problems which are 
might be in contradiction to these assumptions. 
For instance, increasing delays in claim closing 
rates or an increase of lump sum activities is not 
in line with the assumption of unchanging claim 
settlement pattems. To check on this you might 
have a look to the closing rates. On page 32 you 
will find a chart which displays closing rates by 
developed year and accident year. 

Knowing the fact that any method can give us 
only an estimation, I think it's meaningful and 
important not having only one single indication for 
the ultimate losses. A check about the 
reasonableness of an indication especially in 
comparison to other methods should be part of 
any proper reserve analysis. Page 25 displays 

some key figures like the ultimate loss ratio or the 
ultimate severity and its annual change you might 
should include in your comparison. 

Thank you very much, I appreciate your attention. 

MR. KRAUSE: Thank you, Peter. I think we've 
seen how Schedule P data can mislead naive 
analysis to go on conclusion, but rd like to report 
that Peter's inhalation of my earlier analysis is the 
bad news. The good news for the Had A Mission 
policyholders is that Had A Mission has clearly 
overstated it's direct reserves used for pricing 
purposes. It's clear here that from their own 
annual statement, we've simply extracted in this 
slide, which I believe is Page 34 in the handouts. 
We have their net ultimate loss and allocated 
expenses shown in the annual statement. The 
net paid and case reserves as evaluated at 
yeamed 2001, and therefore the development 
factors that they use to adjust the case values to 
an ultimate basis, and even Mike Larsin wouldn't 
disagree with those figures. However, in this 
analysis, we want to understand what they are 
doing with their direct losses because as we all 
know, those are the ones that the company uses 
in it's pricing analysis and it's rate filings. So 
what I've done here is shown the direct and 
assume paid and case outstanding in the first 
column, the development factors from the first 
exhibit, the company's very own development 
factors, and therefore, and ultimate estimate of 
direct losses which when compared to the carried 
values shows once again that U.S. policyholders 
are being asked to pay 17 million dollars worth of 
redundancy extra in your insurance prices. So 
we can clearly see that any request this company 
makes for higher rates are preposterous. What 
do you think about that, Mike? 

MICHAEL LARSON: Thank you, Gus. I 
appreciate being given the opportunity to be here 
today to present an altemative evaluation of the 
reserve adequacy of the Ham Insurance 
Company. I am certain that Gus has spent many 
long hours on this analysis but I am equally sure 
that as we go through some of these slides and 
exhibits here today that he will see that there 
were much better ways in which he could have 
made use of the information found in Schedule P. 
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Had he done so, the results of his analysis would 
have been substantially different. 

As opposed to simply jumping in and tackling the 
issue of whether or not the conclusions reached 
are valid, what I would prefer to do is to start 
from the beginning and verify the results at each 
step throughout the process. Along the way, I 
will try to touch on any problems or issues that 
might need to be addressed and resolved. 

The first issue I would like to address today is 
whether or not the net loss and alae development 
pattern utilized by Gus in his analysis is, in fact, 
correct. Based on his analysis, it appears as 
though Gus has taken the booked or carried 
ultimates from Part 2, related them to the current 
year-to-date paid and case and implied a net 
development pattern. Rather than simply 
assuming that the carded net ultimates are 
accurate, I would prefer to make use of Parts 2,3, 
and 6 of Schedule P to estimate the net ultimate 
loss and alae. In deriving my estimated net 
ultimates, I have made use of the straight forward 
link ratio approach applied to both incurred and 
paid experience from Schedule P. The historical 
incurred data can be generated by subtracting 
the "Bulk and IBNR" reserves of Part 6 from the 
total carried ultimate incurred of Part 2. This 
information is displayed for you on Exhibit 1 of 
my analysis. From Exhibit 1, you can see that 
the incurred development pattem is extremely 
stable. Both the straight average and weighted 
average age-to-age factors are identical in each 
and every instance, which, needless to say, 
makes the selection of a development pattern 
very straightforward. The selected development 
pattem results in the estimated net ultimates 
displayed in the upper fight hand portion of 
Exhibit 1. The historical paid experience comes 
directly from Part 3 and is displayed for you on 
Exhibit 2. As was the case with the incurred 
data, the paid data exhibits extreme stability from 
a development factor standpoint. The estimated 
ultimates are similarly displayed for you on this 
exhibit as well. 

What I would like to do now is turn your attention 
to Exhibit 3 at this time. This exhibit displays for 
you a comparison of the two sets of estimated 

ultimates based on the paid and incurred link 
ration approach with those carded on the books 
of the Ham Insurance Company. As can be seen 
here, it certainly appears as though the carried 
estimate of net ultimates is reasonable. As an 
additional check, I went back and looked at such 
things as changes in average reserve levels over 
time as well as paid/incurred ratios and 
determined that there weren't any dramatic 
changes taking place which would bring into 
question the validity of my estimated ultimates. 
As an example, I have included for you as Exhibit 
4 a comparison of the paid/incurred ratios by year 
and age of development. Based on all of these 
factors, even though it appears as though Gus 
arrived at his development pattems in somewhat 
of a risky fashion, I would have to agree with the 
net development pattem utilized by Gus in his 
analysis. 

Having now validated the accuracy of the net 
development pattern, we must turn our attention 
to the question of whether or not it is appropriate 
to apply net development pattems to gross loss 
and alae data. In most instances, assuming that 
the particular insurance company has reinsurance 
agreements in effect, it is not appropriate to apply 
net patterns to gross data. This is due to the fact 
that any excess of loss type reinsurance 
agreements will cause the net pattems to display 
less development than what would be 
experienced on a gross basis. However, trying 
now to play the devils advocate, I tried to 
brainstorm and come up with some situations 
(rare as they may be) in which the net pattems 
would be the same as or very similar to the gross 
pattems. These are displayed for you in Exhibit 
5. This is by no means an exhaustive list. As I 
have mentioned before, these are very rare 
instances in which the development patterns may 
be very similar: 

1) The company has no reinsurance agreements 
in effect. Here the gross and net data are the 
same as are the development patterns. 

2) The reinsurance agreements are all excess of 
loss with retentions so high that the 
reinsurance layers are never penetrated. 
Here, once again, the gross data and net 
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data would be the same as would the 
development pattems. 

3) The reinsurance is proportional in nature and 
applies to all claims. Here the company 
would cede X percent of every single loss 
which would lead to the gross, ceded and net 
pattems all being identical. 

4) The net and gross pattems are so unstable 
that the selected pattems may be very similar 
due to sheer coincidence. 

In my opinion, these situations do not arise often 
enough to allow us to jump to the conclusion that 
the net and gross pattems will be the same in 
this example. As a result, the best solution in my 
mind is to perform a gross reserve analysis in 
much the same fashion as was done on a net 
basis. The initial problem with this approach is 
that Parts 2,3, and 6 of Schedule P are not 
provided for on a gross basis. If you recall, 
however, cumulative to date gross experience is 
available in Part 1 of Schedule P. Therefore, by 
gathering together a number of years worth of 
Part 1 information, Parts 2,3, and 6 can be 
generated on a gross basis. Specifically, using 
Part 1, the following formulas would need to be 
used: 

1) Gross Paid L&LE = Co1(5) + Co1(7) 
= Gross Paid Loss + Gross Paid LE 

2) Gross Inc. L&LE = Gross Paid L&LE + 
Co1(13) + Co1(17) 

3) Gross Carried = Co1(24) - Co1(21) -Co1(10) 

On exhibits 7 and 8 of the handouts you will see 
the generated gross development triangles for 
The Ham Insurance Company, the corresponding 
age-to-age factors and the estimated ultimates 
based on the incurred and paid experience. As 
you can see, as was the case for the net 
analysis, the development patterns are extremely 
stable and predictable. Exhibit 9 show a 
comparison between the carded gross ultimates 
and the estimated gross ultimates based on the 
incurred and paid link ration approach. If you 
look closely you will note that the paid and 

incurred estimates are fairly similar to one 
another but differ substantially from the ultimates 
being carded on a gross basis. Making use of 
some of the diagnostic tests that I mentioned 
earlier, I am convinced that the paid and incurred 
estimated ultimates are more reasonable than 
what is being carded. On Exhibit 10, I have 
displayed my estimate of the gross ultimates. My 
estimate is, for the most part, based on an 
average of the two estimates from Exhibit 9. As 
you will note, my estimate of the gross ultimates 
indicates that the reserves are actually 
inadequate by approximately $11.5M as opposed 
to Gus' assertion that they are approximately 
$17M redundant. This translates into an amazing 
difference in opinions of approximately $28.5M. 
To give you some sort of feel as to why these 
answers differ as much as they do, I have put 
together a slide which compares my selected 
gross and ceded patterns relative to the net. 
This is Exhibit 11 mentioned before, the gross 
patterns display more development than the net. 
Because of this, the gross ultimates that Gus 
arrived at (by using the net pattems) were 
severely understated. 

Now let us turn our attention to the final argument 
put forth by Gus; that is, with the reserves being 
redundant by $17M, data for pricing will overstate 
loss trends. We have already shown that the 
reserves are not in fact redundant; but 
inadequate. As a result of this revelation, I 
thought it was only appropriate to analyze the 
trends implied by both my estimate of the gross 
ultimates and those carried on the books of The 
Ham Insurance Company. In order to do this, I 
needed to estimate the ultimate number of claim 
counts by year. This was done by creating a 
development triangle of reported claim counts 
using a number of years worth of Part 1 and 
projecting the counts to ultimate. Utilizing these 
ultimate counts, ultimate severities were 
calculated based on my estimate of ultimates as 
well as the estimate carried on the books of The 
Ham Insurance Company. Using simple linear 
least squares regression on the natural logs of 
the severities, I tried to measure the trends 
inherent in the fitted severities. As you can see 
on Exhibit 12, the carried ultimates imply a 
severity trend of approximately 1% while my 
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estimated gross ultimates imply a severity of 
about 1.5%. As it turns out, not only was the 
conclusion regarding gross reserve adequacy 
incorrect, but the additional conclusion regarding 
the impact on trends for pricing was also 
incorrect. The trends in this instance are actually 
going to be understated. 

That wraps up by rebuttal to the conclusions 
reached by Gus in his analysis. Before I turn it 
back over to Gus, I would like to leave you with 
these thoughts: 

1) It is probably not in your best interest to apply 
net development pattems to gross data. 

2) If it comes down to a situation where you 
think that Schedule P won't provide the 

information that you need, I suggest you take 
a closer look. It may just be an instance 
where you need to collect a number of years 
worth of Schedule P in order to create usable 
data elements. 

Thank you vew much. 

MR. KRAUSE: Thank you, Mike. Well, I guess 
I'm zero for two. Can anyone tell me how to get 
to California? Peter and Mike will now join me in 
addressing any questions. We do have just a 
few minutes. I'm willing to spill over by a minute 
or two if we have the questions. Anybody out 
there? Okay, well l guess we were eminently 
successful. We have 10 minutes between now 
and the next session. I would like to thank you 
all and please join me in thanking our panelists. 
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A N N U A L  S T A T E M E N T  FOR THE Y E A R  OF 2001 OF T H E  H A M  I N S U R A N C E  C O M P A N Y  

S C H E D U L E  P - A N A L Y S I S  OF LOSSES A N D  LOSS E X P E N S E S  

SCHEDULE P - PART 1 - SUMMARY 
(000's ommstted) 

: I 

Years in 
Which l 

I 

Premiums Were I 
Earned and 
Losses Were 

Incurred 

i. Prior 
L 1992 
3. 1993 
4. 1994 
5. 1995 
6. 1996 
7. 1997 
8. 1998 
9. 1999 
i0. 2000 
II. 2001 

Direct 

and 
Assumed 

XXXX 
38,827 I 
41.398 t 
43,921 
47,026 
49.485 
51,698 

49,381 
52,896 

56,149 1 
62,704 I 

Premiums Earned 

Ceded 

XXXX 
9,453 
9,949 

10.389 
10,570 
10.2~ 
10,408 
9,731 

10,381 
11,9~ I 
15.285 

Net 
(2 = 3) 

XXXX 
29.374 
31.449 
33,532 
36,456 
39,278 
41,290 
39,649 
42,515 
44.219 
47,419 

Totals XXXX ! XXXX XXXX 157,839 ! 
Note: For "prior" report amounts paid or received in current year only. 

Report cumulatwe amounts paid or received for specific years. Report loss payments net of salvage and subrogation received. 

Losses Unpaid ,Allocated Loss Expenses Unpaid 
Case Basis I Bulk + IBNR Years in ! Case Basis Bulk + IBNR I 

i Loss and Expense Payments 
' Loss Payments .M.AE Payments 9 

5 i 6 7 I 8 I 
Salvage 

Direct Direct 1 and 
and Ceded and I Ceded Subrogation 

j Assumed ~ Assumed Received 

16,661 [ 4,9981 5,554 1,666 0 
17,660 ! 5,298 5,887 1,766 0 
18,090 4,8~t 6,030 1,628 0 
18,023 4,325 6,008 1,442 0 

17,605 [ 3,697 ! 5,868 1.2327 0 
17.293 I 3,1131 5,764 1,038 0 
14,758 t 2,214 [ 4.919 738 0 
14,048 1.6861 4,683 562 0 
12,580 1,132 [ 4,193 377 0 
11,122 ] 667t 3,707 222 0 1 

32.015 I 52.613! 10,672 O[ 

I 

Which i 13 J 14 
Premiums Were I 

Earned and [ Direct 
Loss~ Were I and , Ceded 

Incurred I Assumed 

1. Prior I I 
2. 1992 1 0 
3. 1993 ! 0 
4. 1994 438 

I 
5. 1995 ! 877 

I 

6. 1996 I 1,298 t 

7. 1997 1.752 
8. 1998 1.902 
9. 1999 2.2581 
10. 2000 l 2.4894 
11. 2001 ! 2.771i 

I 
Totals 13,787 I 

01 
Oi 

304 
588 
840 

1,077 
1,118 
1,249 
1.279 
1,278 
7,733 

15 

Direct 
and 

Assumed 

0 
0 

386 
973 

1,777 
2,940 
4,063 
6,077 
8.766 

12,801 
• 37.782 [ 

16 

Ceded 

i 17 i 18 
I 
1 Direct 

and Ceded 
i Assumed , 
I 
I 

0 
0 

251 
540 
86O 

1,290 
1.711! 
2,523 I 
3.843 t 
6,080 l 
17,097 i 

0 0 
0 0 

146 101 
292 196 
433 280 
584 359 
634! 373t 
753! 416 
830 t 426 
924) 426 

4.596! 2,5781 

i 19 20 

Direct 
md Ceded 

Assumed 

0 0 
0 0 

129 84 
324 180 
592 287 
980 430 

1,354 570 
2,026 841 
2,922 1.281 
4,267 2,027 

' I0 11 

Unallocated i Total 
Loss I Net Paid 

Expense (5 - 6 + 7 
Payments - 8 + 10) 

I 
2,221 
2,355 
2,417, 
2,403 
2.347 
.'.306 
1,968 
1.873 i 
1,677 
1.483 

Years m I 
Which i 

Premiums Were t 
Earned and J 
Losses Were 1 

Incurred [ 

I. Prior 

Total Losses and 
Loss Expense Incurred 

24 25 

Direct I 
and ] Ceded 

Assumed [ 

XXXX ! XXXX 

26 

] Net* 

XXXX 

I 
I Assumed 

Loss and Expense Percentage 
/ Incurred/Premmmt Earn cd) 

27 ] 28 29 

Direct L 
[ Ceded Net * and 
I 

i i 
1 

XXXX XXXX XXXX 

12 

Number of 
Claims 

Reported - 
Direct and 
Assumed 

17,771 2.000 
18,838 2.060 
20.019 2.2041 
20 ,666  i 2.314' 
20.891 ' 2.385: 
21,212 2.428 
18,694 2.306 
18,356 2.318 
16,941 2.244 I 
15,423 [ 2.169 t 

21,045 ) 188,812 1 ...429 1 

21 

2. 1992 
3. 1993 
4. 1994 
5. 1995 
6. 1996 
7. 1997 
8. 1998 
9. 1999 
10. 2000 
11. 2001 

i 24,436 ! 6,664 
25.902 t 7.064 

i 273401 7.252 
Z9,146 1 7,272 
30,330 I 7,195 
32,245 I 7.306 

[ 30,395 6,724 
i 32.829 7,277 
i 34,959 8,339 
! 39,151 10,700 

17,771 62.9% 
18.838 I 62.6% 
20,488 63,2% 
21.874 62.0% ] 
23.135 61.3% I 
24,939 [ 62.4% ] 
23,671 61.6% [ 
25,552 62.1% I 
26,620 ! 62.3% 
?.8.451 ! 62.4% 

70.5% [ 
71.0% 
69.8% 
6s.8%1 
70.5% I 
70.2% I 
69.1% ! 
70.1% I 
69.9%1 
7o.o%i 

60.5% 
59.9% i 
61.1% [ 
60.0% 
58.9% i 
60.4% 
59.7% i 
60.1% 
60.2% ] 
60.0% I 

Unallocated 
Lout 

Expenses 
Unpaid 

[ 
Total 

Net Losses 
and Expenses 

Unpaid 

I 
0 0 
0 0 

110 469 
247 1.208 
410 2.244 
626 3327 
795l 4,977 

I , III  ! 7,195 
1,501 9,678 
2.076 13,029 

12.594 5.699 6.876] 

l Discount for Time 
I Value of Money 

30 31 

I Lot* L o u  
I Expense k 

0 
0 
0 
ol 
ol 
ot 
0 
0 
0 
ol 

22 23 

Number of 
Claims 

3utuanding - 
Direct and 
Auumed 

l 
I 

0 

O' 
2 
7 

19 
35 
66 

126 
227 
412 

42.52/ 894 

32 Net Balance Sheet Re~.~,es 
After Discotmtin~ 

[ntefeompany 
Pooling 

Participation 

x x x x  
0 
0 
0 
0 
0 
0 

33 

L o l l  

34 

Lou  
Expenses 

Totals XXXX , XXXX [ XXXX r XXXX ! XXXX XXXX 0 t 0 I XXXX ~ 0 0 I 
• N~ = (24- 2s~--(11 + 22~ 660 

3 



ANNUAL STATEMENT FOR THE YEAR OF 2001 OF THE HAM INSURANCE COMPANY 

SCHEDULE P - PART2 - SUMMARY 

1 
Years In 
Which , 

Losses Were { 
Incurred I 

1 
L Prior" 
2. 1992 
3. 1993 
4. 1991 
5. 1995 [ 
6. 1996 
7. 1997 
8. 1998 
9. 1999 

10. 2000 
11. 2001 ! 

Totals 

: i 3 

1992 1993 

I 

15566 I 15.550 
XXXX } 16.483 
XXXX [ XXXX 
XXXX , XXXX 
XXXX I XXXX 
XXXX [ XXXX 
XXXX XXXX 
XXXX ~ XXXX 

XXXX I XXXX 
XXXX : XXXX 

Incurred Losses and Allocated Expenses Reoorted at Year End (000 omitted) 

6 I 7 
1996 , 1997 

15.550 15.502 
16.483 I6.461 
17.992 17.966 
19.148 19.230 
20.378 20.378 

XXXX 22,008 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 

4 5 

1994 1995 

15.499 15.491 
16.483 16.458 
17,888 17,966 

XXXX 19.224 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 
XXXX ; XXXX 
XXXX XXXX 
XXXX { XXXX 

Development ** 

8 9 

1998 1999 

15.529 15.560 
16.499 1~462 
17.911 17.966 , 
19.165 19.224 
20.327 20.378 
21.974 21.982 
21.001 20.907+ 

XXXX 22.471 
XXXX XXXX 

XXXX , XXXX 

I 
i0 i 11 

2000 ! 2001 

15.550 15.550 
16.483 16.483 
17.966 17.966 
19.192 19.224 
20,394 20,378 
22,008 22,008 
20.964 20.907 
22.580 22.567 
23.483 t •3,442 

XXXX I ?4.892 

I 

12 I 13 [ 

One Year Two Years 

(10 
21 

0 

321 0 
(17 o 

o I 25 
(57 o 
(13t 97 
(421 XXXX 

x x x x  I x x x x  
(96)[ 133 

*Reported reserves only. Subsequent development relates only to subsequent payments and reserves. 
'*Current year less f*rst or second prior year, showing (redundant) or adverse. 

SCHEDULE P - PART3 - SUMMARY 

1 

Yearstn 
Which 

Losses Werel 
Incurred 

1. Prior 
2. 1992 
3. 1993 
4. 1994 
5. 1995 
6. 1996 
7. 1997 
8. 1998 
9. 1999 
I0. 2000 
II. 2001 

2 

1992 

3 

1993 

8,708{ i0,128 
XXXX 9,230 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 
XXXX XXXX 
XXXX : XXXX ! 
XXXX XXXX 

Cumulative Paid 

4 

1994 

11,352 
10,764 
I0,061 

XXXX 
XXXX 
XXXX 

XXXX 

XXXX 
XXXX 

XXXX 

Losse 2 and A ~  

5 6 7 

1995 1996 1 9 9 7  

12.420 13.373 14.101 
12.033 13.236 14.175 
11.628 13.116 14.373 
10.766 12.496 14.034 

XXXX 11.366 13.245 
XXXX XXXX 12,344 

XXXX XXXX XXXX 

XXXX XXXX XXXX 

XXXX XXXX XXXX 

XXXX XXXX XXXX 
Note: Net of salvage and subrogation received. " 

~ e d  at Year End (000 omitted) 

8 

1998 

14.773 
15.020 
15.451 
15.309 
14.826 
14.305 
11.768 

XXXX 

XXXX 
XXXX 

9 

1999 

15.199 
15.659 
16.389 
16.533 
1~302 
l&106 
13.590 

12.625 
XXXX 
XXXX 

10 

2000 

H _ ~ .  12 13 
Number of Number of i 

Claims Claims i 
Closed with Closed without{ 

2001 }Loss Pa merit Loss Payment { 

15.550 15.550 
16.193 16.483 
17.068{ 17.607 I 
17.464 18.263 i 
17.525, 18.544 I 
17,606{ 18,907 1 

15,25z1 16,72 { 
14.6771 16,4834 
13.151 15.264 

XXXX 13,940 

1.900 
1.957 ! 
2,os~ I 
2.192 
2,248 
2.273 
2.128 
2.082 
1.916 
1.669 

t 
i 

1081 
I03 i 
ii01 
I15l 
1181 
120l 
I12l 

11o{ 
I01{ 
88{ 

SCHEDULE P - PART6 - SUMMARY 

1 i 
Years in t 
Which ! 2 

Losses Were 

Incurred 1992 

1. Prior 
2. 1992 5.604 
3. 1 9 9 3  XXXX 
4. 1994 XXXX 
5. 1995  XXXX 
6. 1 9 9 6  XXXX 
7. 1 9 9 7  XXXX 
8. 1 9 9 8  XXXX 
9. 1999 XXXX 
10. 2000 XXXX 
il. 2001  XXXX 

Bulk and Incurred But Not Reported reserves on Losses and 

4 5 6 7 

1993 1994 1995 1996 

4.354 I 3.255 2.324 1.555 I 
5.934 [ 4.615 3.456 2.472 I 

XXXX 6.440 5.031 3.778 [ 
I 

XXXX XXXX 6,921 5,361 I 
] 

XXXX XXXX XXXX 7.336 I 
I 

XXXX XXXX XXXX XXXX 
XXXX XXXX XXXX XXXX 
XXXX XXXX XXXX XXXX 
XXXX XXXX X.XXX XXXX 
XXXX XXXX XXXX XXXX 

1997 

Allocated Expenses 

8 

1998 

930 
1.646 
2.695 
4.038 
5.706 
7.923 

XXXX 
XXXX 
XXXX 
XXXX 

466 
990 

1.791 
2,875 
4,269 
6.153 
7,560 

XXXX 
XXXX 
XXXX 

at Year End,000omittedl 

9 10 

1999 2000 

156 OI 
494 165i 

1.078i 539 
1,922i 1,152 
3.0571 2.039 I 
't.6161 3.301 i 
5.854 4,403 I 
8.089 6322 1 

xxxx I 8.4541 
x x x x  I x x x x  I 

11 

2001 

I 
ol 
0 

180 
577 

1.223 
2.201 
3,136 
4.739 
6,564 
8.961 

6 6 1  4 



ANNUAL STATEMENT FOR THE YEAR OF Z000 OF THE HAM INSURANCE COMPANY 

SCHEDULE P - ANALYSIS OF LOSSES AND LOSS EXPENSES 

SCHEDULE P - PART i - SUMMARY 
(000% ommitted) 

1 
Years in 
Which 

Premiums Were i 
Earned and 
Losses Were 

Incurred 

I. Prior 

Premiums Earned 
2 ; 3 

Net 
(2 - 3) 

XXXX 

Uo- Payments 

Direct 
and Ceded 

Assumed 

r 

Direct I 
and i Ceded 

Assumed I 

XXXX 0 XXXX 

Loss and Expense Pavmenu 
ALAE Payments 
7 8 

Direct 
and Ceded 

Assumed 

Salvage 
and 

Subrogation 
Received 

I0 11 

Unallocated Total 
Lou Set Paid 

E=pen~e (5 - 6 + 7 
Pa]rments - 8 + 10) 

0 2. 1991 
3. 1992 

4. 1993 

5. 1994 

6. 1995 

7 1996 

8. 1997 

9. 1998 
I0. 1999 

38.827" 
41,398 
43.9211 
47.026 i 
49,485 
51,698 
49.381 
52,8% 

0 
9,453 
9,949 

10,389 
I0.570 
10,206 
10,408 

9331 
10,381 

29.374 
31,449 
33,532 
36,456 
39.278 
41.290 

39.649 
42,515 
44,219 i 

0 
16,661 
16,63"7 
16,844 
16,580 
16.029 
15,535 
12.999 
12.096 

0 t 0 4,998 5,554i 
4,4921 5,546i 
4,042 t 5,615 

3,482 t 5,527 
2,885[ 5,343 
2.330t 5.178 
1.560 4,333 
1.089 4.032 

1,666 
1,497 
1,347 
1.161 

962 
777 
520 
3631 
2101 

0 
0 
0 
0 
0 

23.21 
22.18 
2.246 
2.211 
2137 
2,071 
1.733 
1,613 

12 

Number of 
Claims 

Reported - 
Dir erJ. and 
A-umed i 

o ol 
17.771 2,000 j 
111,412 2,060 i 
19.314 2.202 
19,675 2,291 ] 
19,662 2,337 ! 
19.678 ! 2.353 ! 
16,986 1 2,2121 
16.290 1 2,189 i 
14,550 2,086 J I 1. 2000 : 56.149 11,930 10.492 630 3.4971 0 1,399 I 

Totals XXXX XXXX XXXX 133.873 .'5,508 44.624 i 8.503 i 0 17,850 1 162,336 i 19.730 I 
Note: For "print" report amounts paid or recewed in current year only. 

Report cumulative amounts paid or received for specific years. Report loss payments net of salvage and subrogation received. 

! Losses Unpmd i 22 
Years in 
Which 

Premmms Were 
Earned end 
Losses Were 

Incurred 

1. Prior 
2. 1991 
3. 1992 
4. 1993 
5. 1994 
6. 1995 
7. 1996 
8. 1997 
9. 1998 
10. 1999 
II. 2000 
Totals 

Case Basis Bulk + IBNR I 
[ 13 

Direct 
and 

Assumed 

0 
0 

361 
819 

1.224 
1.620 
2.003 
2.149 
2.419 
2,614 

14 

Ceded 

15 16 

Direct 
and Ceded 

Asmmed 

0 01 
0 01 

355 232 
905 501 

1,676 813 
2,722 1,193 
4,258 1.782 
5,680 2,378 
8,388 3,646 

. 

12,076 5336 

0 
0 

267 
550 
791 

9981 

1.177 
1.167 
1,234 
1.205 
7,3891 

17 i 18 19 

I Direct 
! Ceded and 

Assumed 

0 0 
0 0 

120 89 
273 183 
408 264 
540 333 
668 392 
716 389 
806 411 
871 402 

Direct 
and 

I Assumed 

Allocated Loss Expenses Unpaid 
Case Basis I Bulk + IBNR 

2O 

Ceded 

0 
0 

118 
302 
559 
907 

1,4191 
1,893! 
2.796 
4,025 

13.209 ! 36,061 I 16,280 4,403! 2.463 12,020 

21 

Unallocated ~ 
Lot* 

E=penu~ 
Unpaid 

01 01 
Ol 0 

77 96 
167 230 
271 387 
398 579 
594 835 ! 
793 1.044 j 

1,2.15 1.441 
1,912 1.959 
5,427 6,569 j 

Total 

Net Losses 
and Expenm 

Unpaid 

13 

Number of 
Claims 

Out,tmding "1 
Direct and 
Assumed 

0 0 
0 0 

385 21 
1.128 
2,115 156 

3o4491 361 
5.236; 681 
6.756, 124 I 
9,34,4 222 

12.291 3 %  
40,704 868, 

Y e a r s  io  

Which 
Premmms Were 

Earned and 
Loues Were 
Incurred 

1. Prior 
2. 1991 
3. 1992 
4. 1993 
5, 1994 
6. 1995 
7. 1996 
8. 1997 
9. 1998 
10. 1999 

II. 2000 

Total Losses and 

Loss Ex=Expense Incurred 
24 25 

Direct 
and Ceded 

Assumed 

XXXX XXXX 
0 0 

"4,436 6,664 
25,452 6,655 
27,233 6,791 
28,570 6,781 
29.878 6,767 
31,967 7,053 
30,547 6.806 
33,592 I 7.958 
36.935 [ 10.094 

L o .  and Expense percentage 
(Incurred/Premiums E x m e d L _ _ _  ~ 

26 27 

Direct 
Net * and 

Assumed 

XXXX XXXX 
0 

17,771 62.9% 
18,797 61.5% 
20,442 62.0% 
21.789 60.8% 
23,110 60.4% 
24,914 61.8% 
23,741 61.9% 
25,634 63.5% 
26,841 65.8% 

XXXX XXXX 

28 29 

Ceded Net * 

XXXX ~ XXXX 

70.5% 60.5% 
66.9% 59.8% 
65.4% 61.0% I 
64.2% 59.8% 
66.3% 58.8% 
67.8% 60.3% I 
69.9% 59,9% ! 
76.7% [ 60.3% L 
84.6% I b0.7% I 

Dia:ount for Time 
Value of Money_.___. 
30 i 3z 

Loss ! Lot* 

0 ' 0 
ol o 
o o 
o o 

o I 
0 o 
o o 
. I 
o 0 
o I 
o o 

3Z | Net BallnceShe~ Reran'vega 

L After DitcotmtinL__~ 
33 34 I 

Inte~:ompan~ [ 
Pooling i Lou i 

Participationl Lotu~ Expenm ! 
P ~ t a g e  Un aid Un aid ' 

XXXX 
0 
0 
o 
0 
o 
0 
0 
o 
o! 
Ot 

Totals XXXX XXXX XXXX XXXX XXXX 0 0 1 
*Net =(74-25)=(II + 2 "~) 

662 



A N N U A L  S T A T E M E N T  FOR T H E  Y E A R  OF 1999 OF T H E  H A M  I N S U R A N C E  C O M P A N Y  

S C H E D U L E  P - A N A L Y S I S  OF LOSSES A N D  LOSS EXPENSES 

SCHEDULE P - PART 1 - SUMMARY 
(000's ommttted) 

1 i 

Years in i 
Which { 

i 
'remiums Were 
Earned and 
Losses Were 
Incurred 

1, Prior 
2. 1990 
3. 1991 
4. 1992 
5. 1993 
6. 1994 
7. 1995 j 
8. 1996 i 
9. 1997 ; 
10. 1998 i 
11. 1999 ! 
Totals 

Direct 
and 

Assumed 

XXXX 
o 
0 

38,827 
41,398 
43,921 
47,026 
49,485 
51.698 
49.381 
52,896 

 xxx ! 

Premiums Earned 

Ceded 
N e t  

(2 - 3) 

1 
Loss Payments 

5 6 

Direct 
and Ceded 

Assumed 

Loss and Expense Payments 
ALAE Payments i 9 

1 

7 8 
Salvage 

Direct and 
and Ceded Subrogation 

Assumed Received 

0 0 
o 0 

5.205 1,405 
5,151 12.361 
5.IU 1.o891 
5,040 907  ~ 
4395 719 I 
4.575 549 
33331 336 
3,3581 201 

0 
0 '  
0 
0 
0 
0 
0 
0 
0 
0 

! o 

10 

Unallocated 

Loss 
Expense 
Pa]/ments 

XXXX 
0 
0 

9,453 
9.949' 

10,389! 
10,570 
10,206! 
10,408 
9,731 

io.381 
XXXX 

XXXX 
0 
0 

29,374 
31,449 
33,532 
36,456 
392.78 
412.90 
39,649 

42.515 
XXXX [ 

i 

0 0 
0 0 

15,615 4,216 
15,453 3,709 
15,568 3.268 
15,121 2,722 
14,384 2,158! 
13326 1,647 I 
l 1 2.00 1,008 I 
10.073 i 604 l 

111.133 ] 19331 I 37.0441 6.444 

0 
0 

2,082 
2,060 
2,075 
2,016 
1,918 
1,830 
1,493 I 
1.343! 

q 12 
11 : 

Number of 
Total Claims 

Net Paid Reported - 
(5 - 6 + 7 Direct and 
- 8 + 1 0 )  ,, Assumed 

oi ol 
o! o 

17,2gl 2,0001 
17,719 2,0601 
18.4M 2,182 
18,549 i 2,243 
18,220 1 2,263 
17.936 i 22.521 
15,083 ! 2,085 I 
13,968 1 2.0381 

14.818 } 137,220 } 17.1231 
ote: For "prior" report amounts paid or received in current year only. 

Report cumulative amounts paid or received for specific years. Report loss payments net of salvage and mbrogation received, 

Years in ! 
Which I 

Premtums Were 
Earned and 

L o ~  Were 
Incurred 

I. Prior t 
2. 1990 
3. 1991 
4. 1992 
5. 1993 
6. 1994 
7. 1995 i 
8. 1996 
9. 1997 
10. 1998 
II. 1999 

Losses Unpaid 
Case Basis Bulk + IBNR 

0 
0 

219 
464 
751 

1.127 
1,650 
2,490 
3,449 
5.488 

22 

13 14 

Direct 
and Ceded 

Assumed 

0 0 
0 0 

431 277 
731 499 

1,107 732 
1.515 938 
1,854 1,090 
2,157 1,212 
2,240 1,142 
2.469 1.151 

12,504 7,042 

Total 
Net Losses 

md Expanm 
Unpaid 

15 16 

Direct 
and Ceded 

Asmmed 

0 
0 

336 
8M 

1.560 
2,568 
3.943 

. 5.952 
7,839 

I 1,555 
34,587 

i :3 i Allocated Loss 9 p e n ~ . s  Unpaid 
I Case Basis I Bulk + IBNR 

17 [ 18 19 20 
I 

Direct Direct 
and Ceded arid Ceded 

A , u m e d  Assumed 

0 0 0 
0 0 0 

144 92 112 
2 4 4  1 6 6  2 7 8  

369 244 520 
505 313 856 
618 ! 363 1.314 
719 1 404 1.984 
747 381 2,613 
823 384 3.852 

4,16g I 2347 i 11,529 

Number of 
Claima i 

Dutstaading - 
Direct and 

I Asmmed 

21 

Unailocated 
Loss 

E=panm 
Unpaid 

0 0 
0 0 

73 102 
155 209 
250 356 
376 544 
550 773 
830 l.Ogl 

1.150 1,344 
1.829 1,870 
5,212 6.2791 

0 0 
0 0 

463i 2 
1.012: 6 
1,933 15 
32.361 30 
4,848 i 65 
6.958 [ 122 
8,6621 211 

11,716 ! 389 
Totals 15,637 ! 38,828! 841 

Total Losses and ti Loss and Expense Percentage 
Loss Expense Incurred ] {Incurred/Premiums Earned) 

24 j 27 '~ 28 i 29 

j Direct Direct 
and 

Assumed 

XXXX' 
o 
0 

24,027 
24.960 
26,732 
28,167 
29,599 
32,025 
31.210 
35.342] 

1 25 26 
i 
I 

Ceded Net ' 
; 

' i 

XXXX XXXX l 
0 0i 
o o! 

6,282 17,744 : 
6,229 18,731 
6.335 20.397 
6,382 21,785 J 
6.530 23.068 i 
7.131 24,894 [ 
7,466 23,745 ! 
9.6591 25.684 I 

XXXX I XXXX 

and 
Assumed 

XXXX 

61.9% I 
60.3% i 
60.9% t 
59.9% i 
59.8% 
61.9% 
63.2% J 
66.8% I 

Ceded 

XXXX 
! 

J 
66.5%! 
62.6% 
61.0% 
60.4%1 
64.0%! 
65.5% t 
76.7% I 
93.0% 

N~ " 

I 
' XXXX 

! 
60.4% I 
59.6% t 
60.8% I 
59.8% i 
58.7% ! 
60.3% ! 
59.9% I 
60.4% I 

i Discount for Time 
, Value of Money 

30 31 

Loss Lots 
Expense 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

i 

Years in 
Which i 

Premmms Were I 
Earned and ! 
Losses Were i 

Incurred , 

32 

Inteecompan) 
Pooling 

Participation 
Percentage 

XXXX 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

o 
o 

ot o 
0 J XXXX 

Net Balance Sheet Rese:ve~ 
After Discounting 
33 [ 34 

t 1 

i Lou  
Lones I Eapenset 
Unpaid I Unpaid 

i 

J 

i 

OI ot 

1, Prior i 
2. 1990 ! I 
3. 1991 1 
4. 1992 I 
S. 1993 
6. 1994 i 
T. 1995 i 

I 
8. 1996 I 
9. 1997 I 
10. 1998 ! 
i 1. 1999 
Totals XXXX : XXXX k XXXX XXXX 0 I 

' Net .= (24 - 25~ = (11 + 22) 
6 6 3  

6 



A N N U A L  S T A T E M E N T  FOR T H E  Y E A R  OF 1998 OF T H E  H A M  I N S U R A N C E  C O M P A N Y  

S C H E D U L E  P - A N A L Y S I S  OF LOSSES A N D  LOSS EXPENSES 

SCHEDULE P - PART 1 - SUMMARY 
(O00's ommmed) 

1 
Years in 
Which 

Premiums Were 
Earned and 
Loues Were 

Incurred 

i. Prior 
2. 1989 
3. 1990 
4. 1991 
5. 1992 
6. 1993 
7. 1994 
8. 1995 
9. 1996 
10. 1997 
II. 1998 
Totals 

Direct 
and 

Assumed 

XXXX 
0 
0 
0 

38.827 
41,398 
43.921 
47.026 
49.485 
51.698 1 

i 

49.381! 
X X X X  

Premiums Earned 

Ceded 

XXXX 
0 
0 
Oi 

9,453 
9,949 

10,389 t 
10,570 
10,206 
10,408 1 
9,7311 

XXXX 

Net 
(2 - 3) 

! Loss Pa' ,meets I 
i 

Direct 
and 

AMumed 

XXXX 
0 °o o 

0 0 
29,374 i 14,578 
31,449 i 14,259 
33.532 14,132 
36.456 13.508 
39,278 12,635 
41.290 I 1,790 

39.649 9389 t 

Ceded I 

F 

Loss and Expense Payments 
ALAE Payments 
7 [ 8 

I 
I l 

Coded 
Direct 

and 
Asmmed 

0 0 
0 0 
0 0 

3,499 4,859 
2,994 4,753 
2.544 4,711 
2.026 t 4,503 
1,516 i 4.212 ; 
1.061! 3,930 t 

5631 3,1301 

o! 
0~ 
0 

1,166 
998 
848 
675 
505 
354 
188t 

XXXX L 90.292 ! t4.204 I 30.097 t 4,735 [ 

9 

Salvage 
and 

Subrogation I 
Received I 

1o i 

Unallocated 
Lou 

Expense 
Payment, 

0 0 
0 0 
0 0 
0 1,944 
0 ).,901 
0 1.884 ! 
0 1.801 I 
0 1,685 t 
0 1,572 I 
0 t.252 i 

11 

Total 
Net Paid 

(5 - 6 + 7  
- 8 + 10) 

12 

Number of 
Claims 

Reported - 
1 Direct and 

Aialmed 
i 

i 

0 
0 
0 

16.716 
16,921 
17,335 t 
17,110 
16,510 
15,~77 t 

r 

13.020 1 

i 

0 
0 
0 

2.000 
2.039t 
2,143l 
2.175t 
2.1681 
2,1281 
1,9351 

0[ !2.0391 113,4901 14.588 i 

Note: For "prior" report amounts paid or received in current year only. 
Report cumulative amounts paid or received for specific yeers. Report iou payments n~ of salvage and mbrogation received. 

Years m 
Which 

Premiums Were 
Earned and 
Lo,e l  Were 

Incurred 

1. Prior 
2. 1989 
3. 1990 
4. 1991 
5. 1992 
6. 1993 
7. 1994 
8. 1995 
9, 1996 
10. 1997 
If. 1998 
Totals 

Losses Unpaid 
Case Ba, sis 

13 14 

Direct 
and Ceded 

Asmmed 

0 
0 
0 

689 t 
1.046 
t 368 
1.764 

2.052 i 
2.337 t 
2.332 

11,587 

Bulk + [BNR 
15 16 

Dkect 
and Ceded 

Attumed 

0 0 
0 0 
0 0 

471 788 
679 1.437 
866 2.390 

1.028 3.719 
1,127 5,511 
1,199 8.215 
1,078 10,800 
6,448 32,860 

0 
0 
0 

438 
695 

1,047 
1,563 
2,309 
3,601 
5,129 

Case Basis 
Allocated Loss Expenu.'s Unpald 

Bulk + IBNR 
17 i 18 

Direct 
and Ceded 

Assumed 

0 0 
0 0 
0 0 

230 157 
349 ;26 
456 289 
588 t 343 

6841 376 
779 400 
777 359 

14,782 3,86Z J 2.149 

19 

Direct 
and 

Asmmed 

0 
0 
0 

263 
479 
797 

1,240 
1,837 
2.738 
3,600 

) 10,953, 

20 

Ceded 

0 
0 
0 

146 
232 
349 
521 
770 

1,200 
1.710 
4,927 

Z1 

Unalloceged 
Lou 

F.xpenses 
Unpaid 

22 

Total 
Net Louu~ 

and Expanm 
Unpaid 

13 

Number of 
Claims 

3utstanding - 
Direct and 
Ammmed 

0 0 0 
0 0 0 
0 0 O) 

197 954 6 
331 1,811 14 
501 I 2,961 36 
731 t 4,587 61 i 

1.008 ! 6,510 120 
1.4071 9,076 215 i 

1.,511 10.,, 36 ! 
5,9261 36.882 811 I 

Yeat*$ in 
Which 

Premiums Were 
E~ed,~d I 
L os~.s Were 

Incurred 

I. Prior 
2. 1989 
3. 1990 
4. 199I 
5. 1992 
6. 1993 
7. 1994 
8. 1995 
9. t996 
10. 1997 
II. 1998 

Total Loues and 
Lot* Expense Incurred 

24 

Direct 
and 

Asmmed 

XXXX 
0 
0 
0 

23.5~ 
24.555 
26,2~ 
27.855 
29,6~ 
32.7~t 
33.031 j 

25 26 

Ceded Net * 

XXXX 
0 
o 
o 

17,670 
18,731 
20,296 
21.698 
23,020 
24,953 
24.004 1 

Lou and Expense Percentage 
(Incurred/Premiums Earned) 

27 i 28 29 

Direct ~ 
and Ceded '1 Net 

Asmmed 

60.6% 
59.3% 
59.7% 
59.2% 
59.9% 
63.4% 
66.9% t 

XXXX 

62.2 % 
58.5% 
57.2% 
58.3% 
64.7% 
75.1% 
92.8% 1 

XXXX 

60.2% 
59.6% 
60.5% 
59.5% 
58.6% 
60.4% 
60.5%1 

32 

I 

lntercompeny t 
Pooling 

Particlpatmn i 
Percentage I 

×XXX 
oT 
o! 
0 
o 
ol 
ot 
oF 
oi 
01 
oi 

XXXX 
0 
o 
o 

5,877 
5,824 
5.942 
6,157 
6,604 
7,814 
9,027 

XXXX 

Discount for Time 
Value of Money 

t 30 31 

Loss I Lou 
Expense 

Totals XXXX XXXX XXXX XXXX i XXXX XXXX XXXX : 0 
* Net = (24 - 25"~ = (11 + 22) 

6 6 4  

Net Balance Sheet Reu~ves 
After Discountin s 
33 34 

Lots 
Lot~s Exposes 
Unpaid Unpaid 

7 



A N N U A L  S T A T E M E N T  FOR THE Y E A R  OF 1997 OF T H E  H A M  I N S U R A N C E  C O M P A N Y  

S C H E D U L E P  - A N A L Y S I S  OF LOSSES A N D  LOSS EXPENSES 

SCHEDULE P - PART 1 - SUMMARY 
(000's omm,tted) 

I 

Years m 
Which 

emtums Were 
Earned and 
.OSSeS Were 

Incurred 

1. Prior 
2. 1988 
3. 1989 
4. 1990 
5. 1991 
6. 1992 
7. 1993 
8. 1994 
9. 1995 
10. 1996 
11. 1997 

Direct 
and 

Assumed 

XXXX 
0 
0 
0 
0 

38,827 
41,398 
-13.921 
47,026 
49.485 
51.698 I 

E 

Premiums Earned 

Ceded 

XXXX 
0 
0 
o! 
0 

9,453{ 
9,949 

10.389 
10.570 
10,206 
10308 

Net 
(2 - 3) 

XXXX 
0 
0 
0 
0 

29.374 
31,449 
33532 
36.456 
39,278 
41190 { 

I Loss Pa mments 
5 6 

Direct 
and Ceded 

Assumed 

0 0 
0 0 
0 0 
0 0 

13,387 2,811 
12.965 2,334 
12,682 1.902 
11,960 1,435t 
10,917 9821 
9.8491 591l 

Loss and Expense Pavments 
ALA~ Payments 

Direct 
and Ceded 

Assumed 

0 
0 
0 
0 

4,462 
4,322 
4127 
3,987 
3,639 ! 
3.2831 

Salvage 
and 

Subrogation 
Received 

0 0 
0 0 
0 0 
0 0 

937 0 
778 0 
634: 0 
4781 0 
327 0 
197 

10 ] Ii 

Unallocated , Total 
Loss t Net Paid 

Expense { ( 5 - 6 + 7  
Payments I - 8 + 1 0 )  

0 0 
0 0 
0 0 
0 0 

1.785 15,885 
1.729 15.904 
1.691 16.064 
1,595 { 15,6211 
1,456 14,701 [ 
1,313 13.658 ! 

12 

Number of 
Claims 

Reported - 
Direct and 
Anumed 

1,9801 
1,992} 
2.072 I 
2.078 i 
2,0461 
1.9801 

Totals XXXX ; XXXX XXXX i 71.760 } 10.056 { 23.920 { 3,352 93681 91,8401 12.1~ ) 
)re: For "prior" report amounts pard or received in current year only. 

Report cumulattve amounts pard or received for specific years. Report loss payments net of salvage and subrogation received. 

Losses Unpaid 21 I 22 
Case Basis 1 Bulk + IBNR 

I , 

Years ,n I 
Which 

)remiums Were I 
Earned and 
Losses Were 

Incurred 

1. Prior 
2. 1988 
3. 1989 
4. 1990 
5. 1991 
6. 1992 
7. 1993 
8. 1994 
9. 1995 
10. 1996 
11. 1997 

13 

Direct 
and 

Assumed 

0 
0 
0 
0 

994 
1280 
1.635 
1.935 
2,183 
2.434 

14 15 

Ceded 

0 
0 
0 
0 

640 
800 
961 

1,066 
1.113 
1.129 

Direct 
and 

Asmmed 

0 
0 
0 
0 

1,3117 
.2.202 

3,461] 
5,199 
7,607 

11.317 

16 

Ceded 

0 
0 
0 
0 

660 
968 

1,440 
2.170 
3,327 
5,375 

Allocated Loss Expenses Unpaid 
Case Basis { Bulk + IBNR 

17 18 19 20 

Direct } Direct 
and 

Assumed 

331 I 
427 
545 
645 
728 
811 I 

Ceded and 
Assumed 

01 0 
0 0 
0 0 
01 0 

213 452 
267 734 
3201 1,154 
355 1.733 
371~ 2,536 
376 3.772 

1,903 [ 10.381 
/ 

Ceded Unpaid 

0 
0 
0 
0 

220 
323 
48O 
723 

1,109 
1392 
4,647 Totals i 10.460 5,709 31.143; 13,940 { 3,4871 

Unallocated i Total 
Loss Net Losses 

Expenses and Expenses 
I Unpaid 

oj o 
0 0 
0 0 
Oj 0 

313 1315; 
4 6 4  I 2,750 { 
6791 4,27131 

9511 6,14,1 
1,3os{ 8.4371 

t 11.4971 
5,547! 34,820. 

{ 23 

Numl~r of 
Claims 

3mM,mding - 
Direct and 
Asmmed 

) i 
o{ 
o{ 
o) 
0 

14} 
'.3 I 
6O 

108 
207, 
377 I 
789 t 

J Total Losses and 
Years m Loss Expense Incurred 
Which 24 25 26 

Premiums Were 
Earned and Direct 
Losses Were and Ceded Net " 

Incurred Assumed 

XXXX XXXX 1. Prior 
I. 1988 
3. 1989 
,t. 1990 
5. 1991 
6. 1992 
7. 1993 
8. 1994 

i 9. 1995 , 
10. 19% I 
11. 1997 

XXXX 
0 
0 
0 
0 

23.082 
24.122 
26,074 
28,005 
30.370 
34.615 

Totals XXXX 

• Net = 4Z4 - 253 = (11 + 22) 

0 
0 
0 
0 

5,481 
5,469 
5,738! 
6.228! 
7,231 
9.460 

XXXX 

0 
0 
0 
0 

17.600 
18.654 
20.337 
21,776 
23338 
25155 

XXXX 

Loss and Expense Percentage 
(Incurred/Premiums Ea~med) 

27 

Direct 
and 

Assumed 

XXXX 

59,4% 
58,3% 
59.4% 
59.6% 
61.4% 
67.0% 

XXXX 

28 29 

Ceded Net " 

XXXX XXXX 

58.0% 59.9% [ 
55.0% 59.3% 
55.2% 60.6% t 
58.9% 59.7% I 
70.8% 58.9% { 
90.9% 60.9% I 

xxxx xxxx 

665 

Diu:ount for Time 
Value of Money 

30 31 

Lost Loss 
Expense 

I 

Oo 

ol 
Ol 

32{ 
Intereompanl 

Pooling i 
Participation { 
Percentage 

XXXX 
0 Ol 
0 0 

0 0 
0 01 

0 0 
0 0 
0 0 
0 0 

Ol 0 
Ol I 

01 XXXX 

Net Balance Sheet Reserves 
After Di,eountin| 
33 34 

Lou 
Lo.es Expenses 
Unpaid Unpaid 

01 0 



A N N U A L  S T A T E M E N T  FOR T H E  Y E A R  OF 1996 OF T H E  HAM I N S U R A N C E  C O M P A N Y  

S C H E D U L E  P - A N A L Y S I S O F  LOSSES A N D  LOSS E X P E N S E S  

SCHEDULE P - PART 1 - SUMMARY 
(000"s ommitted) 

l 
Years in 

I 
Which I 

Premmms Were t 
Earned and ! 
L o ~ J  Were 

Incurred 

1. Prior i 
z. 19s7 1 
3. 1988 i I 
4 .  1989 ~, 
5. 1990 { 
6, 1991 { 
7. 1992 ! 
8. 1993 : 
9. 1994 ; 
10. 1995 
11. 19% 

l 
: 2 

Direct 
and 

Assumed 

Premiums Earned 

i 3 
i 

i 
! Ceded 

XXXX XXXX 
0 0 
0 0 
0 0 
0 0 
0 0 

38,827 9,453 
41.398 9,949 
43,921 10,3891 
47.026 [ 10.570 
49.485 l 10,206 

~ x x x  + x x x x  I 

Net 
(2 - 3 )  

XXXX 
o 
0 
ol 
O, 
O: 

29,3~ 
31.449 
33,$~ 
36,456 
3%278 

I Loss Payments 
5 6 

Direct 
and Ceded 

Assumed 

0 o 
0 o 
o 0 
o o 

o I o 12,231 2,202 
11,679 1352 i 
11,178 } 1.341 { 
10.299 t 927t 
9,069 J 544 1 

Loss and Expense Pa 
;L ALAE Payments 
i 7 8 
i I 
! Direct 

and Ceded 
l Assumed 

0 01 
0 0 
0 0 
0 0 
0 0 

4,077 734 
3,893 584 
3,726! 447 
3,4331 309 
3,023 } 181 

Totals , , XXXX 54.456 I 6.7661 18.152 ] 2,2551 

m e n t l  

9 

Salvage } 
and 

Subrogation 
Received 

0 
0 
0 
0 
0 
0 
0 
0 

o o 

ol 

10 

Unallocated 
Loss 

Expanse 
Payments 

0 
0 
0 
0 
o 

1,631[ 
1,557 
1,490 
1.373 
1209 

; I I  

Total 
Net Paid 

( 5 - 6 + 7  
- g + 1 o )  

12 

i i 
Number of ] 

Claims ! 
Reported - ; 
Direct and i I 

i As"med I 

0 0 

0 o 
0 0 
0 0 

o 1,90 
15,004 
14,794 1,936 
14,606 1,984 I 

13,869 i 1,967 
12,5761 1.9061 

7.2611 70.848 1 9,7331 
Note:. For "prior ~ report amounts paid or recewed in current year only, 

Report cumulative amounts paid or received for specific years. Report lots payments net of salvage and subrogation received. 

Years in 
Which I 

Premiums Were 
Earned and 
Losses Were 

1 Incurred 
E 

1. Prior 
! 2. 1987 

3. 1988 
4. 1989 
5. 1990 
6. 1991 
7. 1992 
8. 1993 
9. 1994 
10. 1995 
11. 1996 

I 

0 
0 
0 
0 
0 

913 
1,335 
2,004 
3,155 i 
4,977 

Losk-q Unpaid 
Case Basis Bulk + IBNR 

13 i 14 15 16 

Direct I Direct 
! and Ceded and Ceded 
] Assumed Assumed 
I 
! 
I 

o o o I 
I 0 0 0 
'* o o o 
I 

0 0 o 
0 0 0 

1,225 759 2,080 I 
1,.156 875 3,189 I 

i 1,822 999 4,8381 
~ 2,011 1,043 7,176 
i 2.305 1,048 10.479 
' 8,818 ! 4.723 27,761 [ 

Allocated Loss Expenses Unpaid 
Case Basis [ Bulk + IBNR 

19 

Direct 
and 

Assumed 
I 
I 

0 0 0 
0 0 0 
o o o ° 
o 0 
0 0 0 

4081 253 693 I 
485 I 292 1,0631 
607 t 333 1,613' 
670 t 348 2,392 
768 i 349 3,493 

17 18 

Direct 
and Ceded 

Assumed I 

20 

Ceded 

22 

Total 
Net Losses 

and Expmm 
Unpaid 

21 

Unallo¢ated 
L o .  

Expenses 
Unpaid 

0 0 
0 0 
0 0 
0 0 
0 0 

304 441 
445 619 I 
668 888 

1,052 1,225 
1,659 1,704 
4,128 4,877 

oi 
O' 
0 
0 

0 

2,618 
3,866! 
5,764 [ 
7,g77 I 

10,716 i 

23 

Number of 
Claim* 

Outganding 
Direct and 

I Assumed 
I 

0 

0 

el 
Zgl 
561 

108 I 
199 
365 

Totals 12,384 2,9391 1,574 9,254 30,840 I 756 i 

Years in 
Which 

Premmms Were 
Earned and 
Lou, ec Were 

Incurred 

1. Prior 
2. 1987 
3. 1988 
4. 1989 
5. 1990 
6. 1991 
7. ?,992 
8. 1993 
9. 1994 
10. 1995 
ll.  1996 

Total Loums and 
Loss Expense Incurred 

24 

Direct 
and 

Assumed [ 

XXXX 
0 
o 
o 
o 
o 

22,787 i 
23,942 ! 
26.162 I 
28.578 ! 
32,0~ I 

25 26 

Ceded Net " 

XXXX XXXX 
0 
0 
0 
0 
0 

5.165 
5,282 I 
5,792 I 
6,833 
8.759 

0 

0 
0 
0 
0 

17,622 
18,660 
"0,370 I 
21.746 i 
23,291 i 

Lots and Eacpense Percentage 
IlncurredlPremmms Earned) 

I 27 

, Direct F 
and 

Assumed 

XXXX 

.~8.7% i 
57.8%] 
59.6% i 
60.8%1 
64.8% 

28 29 

Ceded 

XXXX 

54.6% 
53.1% 
55.8% 
64.6% 
85.8% 

N e t  * 

XXXX 

60.0% 
59.3% 
60.7% 
59.6% 
59.3% 

Discount for Time 
Value of Monev 

30 I 31 

Loss Lou 
I Expense 
! 

o 
ot 
ol 

ol 

32 

Intercompan) 
Pooling 

Participation 
Percentage 

o XXXX OI 

o ° oi 
0 

o ° o 
o 

ol 
ol 

o o 

ol 

Net Balance Sheet R~erves 
After Digounting 
33 34 

Loss 
L os~.s Expenses 
Unpaid Unpaid 

Totals XXXX XXXX ! XXXX XXXX • XXXX XXXX 0 I 0 i XXXX 0 J 01 
• N e t  = ( 2 4  - 25~ = (11 + 22~ 

6 6 6  
9 



A N N U A L  S T A T E M E N T  FOR THE YEAR OF 1995 OF THE HAM I N S U R A N C E  C O M P A N Y  

S C H E D U L E P  - ANALYSIS OF LOSSES AND LOSS EXPENSES 

SCHEDULE P - PART 1 - SUMMARY 
(000% ommitted) 

I 
Years m l 
Which 

Premtums Were 
Earned and 
L o ~  Were 

Incurred I 

1. Prior 
2. 1986 
3. 1987 
4. 1988 
5. 1989 I 
6. 1990 ! 
7. 1991 
8. 1992 
9. 1993 ! 
I0. 1994 i 
i I. 1995 ! { 

Direct 
and 

Assumed 

Premiums Earned 

Ceded 

XXXX XXXX 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

38.827 9,453 
41,398 9,949 
43,921 10,389 
47.026 10,570 J 

XXXX 

N e t  

(2 - 3) 

XXXX 
0 
0 
o 
0 
0 
o{ 

29,3741 
31,449 
33,532 
36,456 

I 
1 Loss Payments 

5 6 

Direct 
and Ceded 

Assumed 

0 0 
0 0 
0 0 
0 0 
0l 0 
0 0l 

10,959 1,644 i 
10,255 1,231 
9,584 } 863 
8,5901 515 

39,387 i 41521 

Loss and Expense Payments 
i AI.AE Payments i 9 

7 8 
Salvage 

Direct and 
and Ceded Subrogation 

Assumed Received 

0 0 
0 0 
0 0 

0 0 
ol 0 

0{ 0 
3,653 548 
3,418 410 

3195 288 
2,863 172 

13,129 i 1.4171 

10 

Unallocated 
Loss 

Expense 
Payments 

11 

Total 
Net Paid 

(5 - 6 + 7  
- 8 + 10) 

0 
0 
0 
0 
0 
0 

1,461 
1,367 
1,278 
1145 
5,252 i Totals { XXXX XXXX ' 0 

,~ote: For "prior" report amounts paid or received in current year only. 
Report cumulative amounts paid or received for specific years. Report loss payments net of salvage and subtof, ation received. 

Losses Unpaid { Allocated Loss Expenses Unpaid 2Z 23, 23 
Case Basis Bulk + IBNR Cue Basis { Bulk + IBNR 

{ IZ 
i 
I 

Number of { 
} 

{ Claims ] 
{Repor ted-  

Direct and 
i : Aisumed 

r 1 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

13,881 ! 1,880 
13,400 1,859 
12,906 1,874 t 
11,911 { 1.83.7 { 
52,09g I 7,4401 

Years i n  

Which 
Premmms Were 

Earned and 
Loues Were 

Incurred 

I. Prior 
2. 1986 
3. 1987 
4. 1988 
5. 1989 
6. 1990 
7 1991 
8. 1992 
9. 1993 
10. 1994 
11. 1995 

Totals 

13 14 

Direct 
and Ceded 

Assumed 

0! 0 
01 0 
0{ 0 
0 0 
0 0 
0 0 

1,386 825 

1,637 910 
1,966 985 
2,140 987 
7.129 { 3,707 

15 16 

Direct 
and Ceded 

Assumed 

0 
0 
0 
0 
0 
0 

{ 

3,012 
4.458 
6,677 { 
9.886 t 

17 

Direct 
and 

Assumed 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

1,269 463. 
1,866 546 
2,904 655 
4,695 713 

18 

0 
0 
0 
0 
0 

275 
303 
328 
329 

1,:36{ 

19 

Direct 

20 Unallocated 
Loss 

Expenm 
Unpaid 

Total 
Net Losses 

and Expenses 
Unpaid 

24,033 1 10,734 2,376 

Ceded and 
Assumed 

Ceded 

0~ 
0 
0 
0{ 
0~ 
0 

1,004; 
1,486 
2,23.6 
3,295 
8,011 

Number of 
Claims 

3utstanding 
Direct and 
Assumed 

0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 

423 586 3,6S7 54} 
622 813 50,38 106 
968 1,153. 7,491 190 

1,56.5 1,603 I0.063. l 346 
3,578 4,155 26,448 { 696 

Years in 

Prem:hi, r:bWere I 

Earned and I 
Losses Were 

Incurred 

I. Prior 
2. 1986 
3. 1987 
4. 1988 I 
5, 1989 
6. 1990 
7, 1991 t 
8. 1992 ,{ 

9. 1993 I 
I0. 1994 

ii. 1995 

Total Losses and 
Loss Expense Incurred 

24 

Direct 
and 

Assumed 

XXXX 
0 
o 
o o 
o o 

22.522. 
:3.9~9 { 
26.733* 
30.236 ! 

25 

Ceded 

26 

XXXX XXXX 
o I 
o 0 
ol o 

o ° oi 
o 

4,984 17.539 
5,3411 18,638 
6,337 20,397 t 
8,263 21.973 I 

Loss and Expense Percentage 
(Incurre~Premiums Earned) 

27 

Direct 
and 

Assumed 

XXXX 

58.0% 
57.9% 
60.9% 
64.3% 

28 29 

Ceded Net * 

XXXX XXXX 
{ 
{ 
q 

{ 

5L7% 59.7% 
53.7% 59.3% 
61.0% 60.8% 
78.2% 60.3% I 

Discount for Time 
Value of Money 

3O 31 

Lou Lou 
Expense 

0 
0 
o 
0 
0 

°o, 

32 

Intercompan 
Pooling 

Participation 
Percmta~e 

XXXX 
0 0 
0 0 t 
o o[ 
o 
o °o 
o ol 
o Oi 
o o! 
0 O~ 
0 OI 

Totals XXXX . XXXX XXXX ~ XXXX 'I XXXX XXXX 0 1 0 1 XXXX 
• Net = (24 - 15"{ = (II + 121 

Net Balance Sheet Reserves 
Alter Discountin s 
33 34 

Loss 

Losses Expenses 
Unpaid Unpaid 

{ 

! 
0 0 

667 
l 0  



ANNUAL STATEMENT FOR THE YEAR OF 1994 OF TIIE HAM INSURANCF-COMPANY 

SCHEDULE P - ANALYSIS OF LOSSES AND LOSS EXPENSES 

SCHEDULE P - P A R T  1 - SUMMARY 
(000's ommttted) 

I 

Years ,n 
Which 

Prem~um= Were 
Earned and 
Losses Were 
Incurred 

I 
1. Prior 

2. 1985 i 

3. 1986 
4. 1987 
5. 1988 
6. 1989 
7. 1990 J 

i 
8. 1991 I 
9. 1992 
10. 1993 
II. 1994 I 
Totals 

Direct 
and 

Assumed 

Premiums Earned 

Ceded 
I 

XXXX XXXX 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

38.827 9,453 
41.398 9,949 
~3.921 { 10,389 e,- 

XXXX XXXX 

~ e t  

(2 - 3) 

XXXX 

0 
o 

o 
o{ 
0 

0 
0 

29.3~ I 
31.4~{ 
33,52 t 

XXXX 

Los= Payments 
5 6 

Direct 
and Ceded 

AsSumed 

0 
0 
0 
0 
0 
0 
0 

9,675 
8,871 
8.028 

26,574 

I ALAE Payments 
7 g 

Direct 
and Ceded 

Assumed 

0 0 

°1 o 
0 0 
0 0 
0 0 
0 0 
0 0 

1,161 3,275 t 
798j 2.957{ 
482 } 2,6761 

Loss and Expense Pajvmants 
I 9 

0 
O; 
01 
0 
0 
0 
0 

387 
266 
161 

2.441 I 8.8581 814 1 

Salvage 
and 

Subrogation 
Received 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

10 

Unallocated 
Loss 

Expense 
Payments 

l l  

Total 
Net Paid 

(5 - 6 + 7  
- 8 + 1o) 

o 
o 
o 
o 
o 
o 
o 

129o 
1.183 
1.070 
3,543 

12 

Number of 
Claim= 

Reported - 
Dire= and 
Assumed 

0 
0 
0 
0l 
0 
0 
0 

12,641 
11,947 
11,132 
35,7~ 

Note: For "prior" report amounts paid or received m current year only. 
Report cumulative amounts paid or received for specdic years. Report loss payments net of salvage and subrogation received. 

0 
0{ 
O! 
O; 
0 
0 
0 

1395 
1351 
1335 
5,2811 

Years In 
Which 

Premium= Were 
Earned end 
Losses Were 

Incurred 

I. Prior 
2. 1985 
3. 1986 
4. 1987 
5. 1988 
6. 1989 
7. 1990 
8. 199! 
9. 1992 

I 10. 1993 
11. 1994 

Totals 

Losses Unpasd 
Case Basis Bulk + 

13 14 15 [ 

Direct Direct 
Ceded and 

Assumed 

0 0l 0 
0 0! 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 

1,525 855 4,210 
1,725 ~ 897 6,153 
1,957 916 9,199 

IBNR 

Allocated Loss Expenses Unpaid 
Case Basis { Bulk + IBNR 

17 18 19 20 

Direct Direct 
Ceded 

0 
0 o 
0 o 
0 0 
0 0 
o o! 
oi ot 

5081 285 { 
575 299' 
652 305 

and 
Assumed 

Ceded 

0 
0 
0 
0 
0 
0 
0 

1.403 
2,051 
3.066 

0 
0 
0 
0 
0 
0 
0 

589 
897 

1356 

2! , , i  

Unallocated 
Los= 

Expenm 
Unpaid 

0 
0 
0 
0 
0 
0 
0 

765 
t,O$O 
1,487 

and 
Assumed 

16 

Ceded and 
Assumed 

0 0 
0 
0 
0 
0 
0 
0 

1,768 
2,69! 
4,369 

22 

Total 
Net Losses 

and Expenses 
Unpaid 

I 5206i 2,668 19,561 8 ,829  1335 { 

ol 
01 
0 
0i 
0 
0; 
0 

4,917, 
6,769 
9,315 

889 { 6,520 } 2,943 3,302 20,996 

23 

Number of 
Claim= 

Out=ending -t  
Direct and 
Auumed 

o{ 
ol 
01 
0l 
0l 
01 
o; 

93; 
177 
325 

{ 595 

Years in 
Which 

Premiums Were 
Earned and 
Losses Were 

Incurred 

i. Prior 
2. 1985 
3. 1986 
4. 1987 
5. 1988 
6. 1989 
7. 1990 
8. 1991 
9. 1992 
10. 1993 
ii. 1994 

Total Losses and 
Loss Expense Incurred 

24 25 

Direct 
I and 

Assumed 
I 

i xxxx I xxxx  
{ o o 

, o o 

o o { 
I o~ o 

i ol o 
O~ 0 L 

~ o, o 
[ 
, 22.600, 5,046 
! 24,565 } 5,849 

28,135 { 7,689 { 

Ceded 

26 

XXXX 
o 
o 
o 
o 
o 
o 
0 

17,5~ 
18.716 t 
2o.4~ t 

i 

Loss and Expense percentage 
(Incurred/Premiums Earned) 

27 

Direct 
and 

I Assumed 

XXXX 

I 
I 

58.2%1 
59.3% i 
64.1% l 

28 

Ceded 

XXXX 

29 

Net* 
i 

I I 
I 
: XXXX 
b 
I 

i 

i I 
53.4% i 59.8% 
58.8% t 59.5% 
74.0%1 61.0% 

Totals XXXX XXXX XXXX XXXX XXXX ; XXXX 

Discount for Time 
Value of Money 

30 l 31 

Los= ! Los= 
Expense 

0 
ot 

°i 
o 
o 
o 
0 
o 
0 
ot 
OI 

0 
0 
o 
o 
0 
0 
o 
o 
o 
0 
o l  

32 

Intereompeny 
Pooliog 

Participation 
Percentase 

XXXX 
0 
0 
o 
o 
0 
o 
0 
o 
0 
0 

XXXX 

Net Balance Sheet Reserves 
Afte¢ Discutmtin s 
33 34 

Log 
Lotu~ Expenses 

Unpaid Unpaid 

I 
I 

I 
• Net = (24 - 25) = (11 + 22~ 6 6 8  

1 1  



A N N U A L  S T A T E M E N T  FOR T H E  Y E A R  OF 1993 OF T H E  H A M  I N S U R A N C E  C O M P A N Y  

S C H E D U L E  P - A N A L Y S I S O P  LOSSES A N D  LOSS EXPENSES 

SCHEDULE P - PART 1 - SUMMARY 
(OOO's ommitted) 

1 ; 
Years in i 
Which i 

Premmms Were i 
Earned and I 
Loues Were [ 

Incurred 

1, Prior 
2. 1984 ! 
3. 1985 1 
4. 1986 
5. 1987 
6. 1988 ! 
7. t989 ! 

i 

8. 1990 
9. 1991 i 
10. 1992 
iI. 1993 '~ 

Direct 
and 

Auumed 

XXXX 
0 
0 

Premiums Earned 

Ceded 
Net 

(2  - 3)  

Lose Payments 

Direct 
and Ceded 

0 

o 

0 
0 

° I 
0 
0 
0 

8,3471 
7,3651 

tments 
l0 i IX 

Unallocated i Total 
kou I Net Paid 

ExPansa I ( 5 - 6 + 7  
i 

Payments ! - 8 + 10) 
i 

0 
0 
0 
0 
o 
0 
0 
o! 

1,n3 I 
98zi 

X X X X  
0 
0 

0 0 
0 0 
0 0 
0 0 
0 01 
0 0 

38,827 9,453 
41,398 9,949 

"xxxx i xxxx 

XXXX 
0 
oi 

t 

0 
0 
0 
0 
0 
ol 

29.374 t 
31,4491 

Assumed 

Loss and Expense Pa 
ALAE Paymants 
7 8 

Direct 

i and Ceded 
Assumed 

I 

O' 0 
0 0 
0 0 
0 0 
0 0 
0 0 

o °i o! o 
7511 2,782 
442 t 2,455 147 

9 

Salvage 
and 

Subrogation 
Received 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 i 

0 0 
Ol 0 

250~ 

0 
0 
0 
0 
0 
0 
0 
0 

112,40 
10,212 

12 

Number of 
Claims 

Reported - 
Direct and 
Aummed 

01 
0 

3 
0t 

1.700 I 
1,6271 

Totals XXXX 15.712 I 1,1931 5,2371 398 0 2,0951 21,453 1 3,327 I 
Note:. For "prtor" report amounts paid or received in current year only. 

Report cumulatwe amounts paid or received for specific year=. Report lots payments net of salvage and mbrogatiun received. 

23 i 
Years in ) i 
Which , 

Premium= Were t 
Earned and I 

Loutes Ware 
Incurred 

1. Prior 
2. 1984 
3. 1985 
4. 1986 
S. 198"/ 
6. 1988 
7. 1989 
8. 1990 
9. 1991 
10. 1992 
11. 1993 
Totals 

I 
Year= m + 
Which ; 

Prem|ums Were ! 

Losses Unpaid 
Case Basis Bulk + IBNR 

13 14 15 16 

Direct Direct 
and 

Assumed 

Ceded 

0 
0 
0 
0 
0 

1.650 

1.835 

; o 
0 ) 

: 0 I 

and 
.Mmmed 

0 0 
0 0 
0 0 
0 0 
0 
o °o 
o ot 
o o! 

848 5.81o I 
846 8,476 I 

1,694 14,287 ! 

Ceded 

17 

Direct 

Allocated Loss Expense= Unpaid 
Case Basis Bulk + IBNR 

18 19 20 

Direct 
and 

Assumed 
Ceded 

0 
0 
0 
0 
0 
0 
0 
0 

848 
1,342 
2190 

21 + 22 

Unallocated i Total 
Loss Net Losses 

Expeme, and Expenses 
Unpaid Unpaid 

t 
Ot 
01 
0! 
01 
o; 
ol 
ol 
oi 

995 ! 
1.3751 

Number of 

Claims 

3ut,tsnding - 

3,485 

and 
Asmmed 

Ceded 

0 
0 
0 0l 
0 01 
ol o 
0; 0 
0 0l 
o o! 

2,545 5501 
4,026 612 
6,571 1.}.621 

t 

0 01 0 
0! 01 0 

0, 0 
0' 0 
0 0 
0 0 
0 0 
0 0 

283 1,937 
282 2,825 
565 4,762 z.37o! 

Direct. and 
Asmmed 

0 0 
0 0 
0 0 
0 
0 
0 
0 
0 

6,417 
8,627 

lS,04S 481 

0 
0 
0 
0 
0 

172 
309 

Total Losses and 
Loss Expense Incurred 

24 25 26 

Loss and Expense Percentage 
(Incurred/Premiums Earned) 

27 ' 28 29 

Direct 

Discount for Time 
Value of Money 

30 31 

32 Net Balance Sheet Reservel ' 
Aftet" Discounting I 
33 34 

Earned and 

Losses Were 

Incurred 

J Direct 
J and 
i Asmmed 

1. Prior i XXXX 
2. 1984 ' 0 
3. 1985 ~ 0 
~. 1986 i 0 
5. 1987 t 0 
6. 1988 ! o 
7. 1989 0 
8. 1990 ! 0 
9. 1991 0 
10, 1992 23.1831 
11. 1993 : 25,925 I 
Totals XXXX 

Ceded 

XXXX 

5,526 
7,08S 

XXXX 

Net* and Ceded 
Assumed 

XXXX 

o ol 
o o 
o o 
o o 
o o 
0 0 

o X 
0 

17,658 1 
t8.8~t 

i 
XXXX ; 

XXXX 

t 

59.7% I 
6z.6ml 

XXXX 

I Net * 

I 

i l XXXX 
i 

! k 
! i J I i 
i 
I i 

I i 
58.5 i +0.1 1 

59.9 , 
XXXX - j  XXXX ×XXX 

Loss I 

o 
o 
oi 
o 
o 
0 
oi 

Lois 

Expense 

Intercompany I 
Pooling 

Participation 1 
I percentage 

0 
XXXX 

o! 
0 0 
o o 
0 o 
o o I 
o o! 
o ot 
o o 
0 o 
0 O, 
0 ' XXXX : 

t Lou 
Losses Expeok-,s 
Unpaid Unpaid 

i 
I 

I 
0t 01 

Net = 124 - 25) = (11 + 22~ 

669 12 



SCHEDULE P - PART 1 - SUMMARY 
(000% omm,tted) 

Years in 
Which 

Premiums Were 
Earned and 
L o.¢,z Were 

Incurred 

1, Prior 
2. 1983 
3. 1984 
4. 1985 
5. 1986 
6, 1987 
7. 1988 
8. 1989 
9. 1990 
10. 1991 
II. 1992 
Totals 

1. Prior 
2. 1983 
3. 1984 
4. 1985 
5. 1986 
6. 1987 
7. 1988 
8, 1989 
9. 1990 
10. 1991 
ll.  1992 

Direct 
and 

Aummed 

XXXX 
0 
0 
o 
o 
o 
0 
o 

i o 
0 

38.8~ 
XXXX 

Premiums Earned 
' 3 

Ceded 

XXXX 
0 
o 
o 
o 
o 
0 
0 
0 
0 

j 9,453 

Net 
(7' - 3) 

XXXX 
o 
0 
o 
o 
o 
0 
0 
ol 
0 

29,374 i 

Loss Payments 
5 6 

i 

0 
0 
0 
0 
0 
0 
0! 
0 
0 

6,948 

Direct 
and 

A~mmed 

r X X X X  : X X X X  6,948 ! 
Note: For "prior* repor~ amounts paid or received in current year only. 

Ceded 

0 
0 

o 
o 
o) 

0 
o 

ol 
ol 

417 t 
417) 

Loss and Expense 
i ALAE Paymeats 

7 8 

Direct 
and Ceded 

Asmmed 

o 
01 
o 
0 
o 
0 
0 
ol 
ol 

2,316 I 
2,3161 

)avments 
9 

Salvage 
and 

Subrogation 
Received 

0 
0 
0 
0 
0 
0 
0 
ol 
0 

139 
139t 

Report cumulative amounts paid or received for specific yeats. Report I o ,  payments n~ of ~alvage and abrogation received. 

0 

0 

0 
0 
Ol 

0 
0 

0 

0 

0 

I0 

Unailocated 
Lou 

Expense 
Payments 

I I  

Total 
Net Paid 

(S - 6 + 7  
- 8 + IO) 

0 
0 
0 
0 
0 
0 
0 

926 
926 

12 

Numbar of 
Claims 

Repoaed - 
Dirmt and 
Attained 

0 
0 
0 
0 
0 
0 
0 
0 
0 

9,634 
9,634 

0 
0 
0 

i, 
0 
0 

1.5851 
1,5851 

Years in 
Which 

Premiums Were 
Earned and 
Losses Ware 

Incurred 

Totals 1.74ol 

Loues Unpaid 
Case Basis ', Bulk + IBNR 

13 

Direct 
and 

Asmmed 

0 

0 

0 
0 

0 

0 

0 

0 

0 
1340 

24 

14 15 

Ceded 
Direct 

and 
I Asmmed 

0 
0 
0 
0 
0 

o o 

o 
o 

799 
799 t 

16 

Ceded 

0 
0 

ol 
0 
0 

8 ,~5  
8,o05 t 

0 
0 
0 
o 

3,802 
3,8021 

Allocated Lot* Expanse* Unpaid 
Case Basis Bulk + IBNR 

17 18 19 20 

Direct Direct 
Ceded 

o! 
o 

0 
0 

0 

0 
o 

o 

o 

580 

ssol 

and 
Asmmed 

0 0 
0 0 
o 0 
o 0 
0 0 
0 0 
o 0 

o Oof o 
266 2,668 

'-"i z66gl 

Ceded 

21 

and 
Auumed 

Unailecated I 
Lou 

Expense, 
Unpaid 

0 

0 
0 
0 
0 
0 
0 
0 
0 

1167 
1.7'67 

0 
0 
0 
0 
0 
0 
0 
0 
0 

1.7,99 
1399 

7,2 

Total 

Net Lo.es 
and Expenses 

Unpaid 

'.3 

Number of 
Claims 

Omgendinll 
Direct and 
Ammmed 

0 

0 
0 
0 
0 

0 
0 
Oi 
O, 

8,1$7' 
$,1$71 

0 

0 

0 
0 
0 
0 
0 
0 
0 

305 
305 

Year* in 
Which 

Premiums Were 
Earned and 
Lo.e ,  Were 

Incurred 

1. Prior 
2. 1983 
3. 1984 
4. 1985 
5. 1986 
6, 1987 
7. 1988 
8. 1989 
9. 1990 
10, 1991 
11. 1992 

Direct 
and 

Aslumed 

24.482 

Total Loues and 
Lot* Expense Incurred 

25 26 

I Ceded Net * 

oi 
ol 
o) 
o) 
ol 
o 
0 
o 

ol 
17.791! 

• Net 

T 
I XXXX 

ot 
o 0 
o o 
o o 
o o 
o o 
0 0 
o o 
o ol 

6,6911 

XXXX XXXX 

Totals 
= (24 - 

XXXX 

L o .  and Expense Percentage 
(Incurred/Premiums Earned) 

27 28 29 

Direct 
and Ceded 

Amtmed 

XXXX 

2 5 ) = ( 1 1 + 2 2 )  

Net * 

XXXX 

631% 
XXXX XXXX , XXXX 

, XXXX 

A N N U A L  S T A T E M E N T  FOR T H E  Y E A R  OF 1993 OF T H E  H A M  I N S U R A N C E  C O M P A N Y  

S C H E D U L E  P - A N A L Y S I S  OF LOSSES A N D  LOSS EXPENSES 

( 

i ! 
L 

J 

I 
I 

70.8% 
XXXX 

F 
6o.6%! 

XXXX 

Di,.*oum for Time 
Value of Money 

30 31 

Lou Lou 
Expense 

0 
ol 
o 
o 
0 
0 
0 
0 
01 
0 =, 

I 

32 

Intarcompan) 
Pooling 

Participmion I 
Pareanta~e 

XXXX 

0 0 
0 0 
0J 0 
01 0 
0 0 
0 0 
0 0 
0'  0 
0 0 
0 0 
L xxxx 

670 

Net Balance Sheet Resin'yes 
A~qer Oi,-ouminl~ 
33 34 

Lou 
Loue* Expmamt 
Unpaid Unpaid 

1 OI o 

13 



CASE I 

Average Claim Value Analysis 

14 

671 



Oh 

t~oles 

A V E R A G E  C L A I M  V A L U E  A N A L Y S I S  
A T  12 /31 /01  

Net Case O/S Average 
Accident Loss and ALAE Claims Reserve 
- Yea____.j.r (~000) O/S 

(1) (2) (3) 

1992 - -  - -  - -  

1993 - -  - -  -- 

1994 $ 179 2 $89,500 

1995 385 7 55,000 

1996 611 19 32.158 

1997 900 35 25,714 

1998 1,045 68 15.833 

t999 1,346 126 10,683 

2000 1.614 227 7,110 

2001 ~ 4_32 

TOTAL $8,071 894 $9,028 

Column (1) = Schedule P, Part 1, Column (13) plus Column (17) tess Column (14) 
less Column (iS). 

Column (2) = Schedule P. Part 1, Column (23). 

Conclusion is that older years are significantly over-reserved.  

15 

NoIes 

A V E R A G E  C L A I M  V A L U E  A N A L Y S I S  
A T  12 /31 /01  

Net Paid 
Accident Loss and ALAE Closed Average 

Year (~000| Claims (1)/(2~ 
(1) (2) (3) 

1982 $15,550 2,000 $7,775 

1993 16.483 2,060 8.001 

1994 17,607 2,202 7,996 

1995 I 8,263 2,307 7.916 

1996 18,554 2,366 7,838 

1997 18,906 2,393 7,901 

1998 16,726 2,240 7,467 

1999 16,483 2,192 7,520 

2000 15,264 2,017 7,568 

2001 13,940 1.757 7.934 

TOTAL $167,766 21,534 $7,791 

Column (11 = ScheC, uEe P, Part 3, Column (11) 

Column (2) = Schedule P, Pan 3. Column (12) + Column (13) 

Conclusion: Average Case reserve of $9.028 (on Sheet 1) is overstated by almost 14%. Total Net reserves are probably equally 
redundant: 14% x $42.5 million = redundancy of $6.0 mi l l ion 



W h y  is  t h e  p r e s e n t e d  " m e t h o d  (?)" i n a p p r o p r i a t e  t o  t p s t  t h e  r e s e r v e  a d e q u a c y ?  

i t  is  o n l y  a s n a p s h o t  - -  1 2 / 2 0 0 1  - - o f  t h e  s i t u a t i o n  a n d  d o e s  n o t  t a k e  i n t o  a c c o u n t  

Histor ical Development  

The comparison of severities of Open versus Closed Claims is invalid because they have different mixes by 

- -  Year Open claims: 
Closed claims: 

--  Size of claim Open claims: 
Closed claims: 

• IBNR and Reopened Claims 

Made up mostly of claims in the more recent years 
Leveragad by claims in the older years 

Contains claims which are larger and "harder" to close 
Contains many small claims which are "easy" to close 

17 

EXHIBIT1 

For a given Accident Year, both the Average Case Reserve for Loss and ALAE on Open Claims and the 
Average Paid loss and ALAE on Closed Claims increase by age of development 

AVERAGE CASE RESERVE FOR LOSS AND ALAE $ AT CALENDAR YEAR-END 

AY 1992 1993 1994 1995 1999 1997 1998 1999 200__O0 2001 

1992 4,111 6,209 9,591 13,833 22,214 33,643 48,333 102,500 0 0 
r . . . . . . .  n l i 

1993 4.269 6,237 9.142 14 ,091  2 7 . 8 2 6  34,929 51.600 e 62500 i 0 L - . -~ - . . J  

1994 4,281 6,879 1 0 , 1 6 7  1 4 . 9 6 7  18,583 33,267 89 ,750  89.500 

1995 4.442 6,487 1 0 , 7 2 2  t5,823 25,633 36 ,625  55,000 

1996 4,579 6,894 10,267 15,677 23 ,056  32,158 

t997 4,606 7,109 10,328 16.191 25.714 

1998 4.584 6,934 10 ,556 15,833 

1999 4,5|7 7,154 10,683 

2000 4.742 7,110 

2001 4.833 

673 
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EXHIBIT 2 

For a given Accident Year, both the Average Case Reserve for Loss and ALAE on Open Claims and the 
Average Paid loss and ALAE on Closed Claims increase by age of development 

AVERAGE PAID LOSS AND ALAE $ IN EACH CALENDAR YEAR 

A~Y ~ ~ 1994 1995 1996 1997 199~ 1999 2000 2001 

1992 6,803 5,726 7,034 8,613 11,081 13.481 24,000 106,500 175.500 0 r . . . . . . . . .  i i 
1993 7,003 5,992 7,089 9,398 10,670 15,089 22,034 133,500 i 145 000 = L . . . .  ~---.J 

1994 7.130 5,740 7,750 9,243 11,347 15,633 21,903 134,750 

1995 7.269 6.028 7,614 8,916 12.240 14,855 25,281 

1996 7,381 6,284 7,565 9.840 11,874 15,677 

1997 7,705 6,326 8,261 9,677 12,046 

1998 7,496 5,993 7,766 9,697 

1999 7,656 6,433 8,063 

2000 7,782 6,462 

2001 7,934 

Average Case Reserve at end of CY 2000:$62,500 per open claim 

Average Paid Loss and ALAE in CY 2001:$145,000 per closed claim 

19 

1 6 0 , 0 0 0  

The Average Reserve on open Claims and the Average Paid on Closed Claims increase by Age of Development 
t 

140 ,000  

120,000 

100,000 

80,000 

60,000 

40,000 

20,000 

0 

1992 1993 1994 1995 1996 1 9 9 7  

I[~AverageReserveonOpenClaims @1212000 [-_]AveragePaidonClosedClaimsinCY2001 l 
1 9 9 8  1999  2 0 0 0  A Y  
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E X H I B I T  3 

S e p a r a t e  e s t i m a t i o n  o f  

- -  U l t i m a t e  C l a i m  C o u n t s  
- -  A v e r a g e  U l t i m a t e  P a i d  L o s s  a n d  A L A E  

U L T I M A T E  L O S S  A N D  A L A E  
C A L C U L A T E D  WITH R E P O R T E D  C L A I M S  

Estimated Estimated 
Claims Selected Uhimate Average Selected Average 

Accident Reported Factor Claim Count Paid Factor Ult imate Paid 
Year t oDa te  ~ ~ toDate  ~ 141 x (5l 

(1) (2) (3) (4) (5) (6) 

1992 2,000 1,000 2,000 7,775 1.000 7,775 

1993 2,060 1.000 2,060 8,001 1.000 8,001 

1994 2,204 1.000 2,204 7.989 1.02t 8,156 

1995 2.314 1.000 ~314 7,892 1.053 8,308 

1996 2.385 1.010 2,409 7,775 1.088 8,463 

1997 2,428 1.031 2,504 7,787 1.128 8,781 

1998 2,306 1.064 2,454 7,253 1.175 8,522 

1999 2,318 1.111 2,575 7,111 1.233 8,765 

2000 2,244 1.177 2,641 6,802 1.307 8,887 

2001 2,196 1.268 2,780 6,348 1.410 8,949 

E X H I B I T  4 

S e p a r a t e  e s t i m a t i o n  o f  

- -  U l t i m a t e  C l a i m  C o u n t s  
- -  A v e r a g e  U l t i m a t e  P a i d  Loss a n d  A L A E  

U L T I M A T E  L O S S  A N D  A L A E  
C A L C U L A T E D  WITH R E P O R T E D  C L A I M S  

Paid 
Accident NPE to Date 

Year ~ 
(7) (8) 

1992 29,374 15,550 
1993 31,449 16.483 
1994 33,532 17.607 
1995 36,456 18.263 
1998 39,278 18,544 
1997 41,290 18,907 
1998 39,649 16,726 
1999 42,515 16,483 

2000 44,219 15,264 
2001 47,419 13.940 

TOTAL 385,181 167,787 

Unpaid are excluding ULAE - Unpaid 
Annual Statement Schedule P: Part 1, Col. 

Estimated 
Ultimate Indicated 

Loss b ALAE Ratio Reserves 
(OOO's) to NPE (gee's) 

(9) (10) (11) 

15,550 52.9% 0 
16,483 52.4% 0 
17,976 53.6% 369 
19,225 52.7% 962 
20,386 51.9% 1,842 
21,988 53.3% 3,081 
20,910 52.7% 4,184 
22,572 53.1% 6,089 
23,471 53.1% 8,207 
24,879 52.5% 10,939 

i i 

.... ~9~'_4!? ........ ~'~.%__9~:P!~_.. 

Annual 
Statement 

Unpaid" 

(12) 

0 
0 

359 
961 

1.834 
3,101 

4,182 
6,084 

8,177 
19,953 

35.661 

(22) - Col. (21) 

Reserve 
Redundancy 
(Deficiency) 

(000's} 

(13) 

0 
o 

-lO 

-1 
. 8  

20 

-2 
.5 

-30 
14 

-22 
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CHECKLIST FOR U S I N G  THE C O U N T S  A N D  AVERAGES M E T H O D  

= S q u a r i n g  t h e  C la im  C o u n t  T r i a n g l e  

Assumptions Sample Problems 

Claim settlement patterns unchanging • Increasing delays in claim closing rates 
I Increasing lump sum activities 

No claim processing changes • Chano e in data processing 
• Revised claim payment recording procedures 

No changes In mix of business • Changes in reinsurance coverages 
• Increased long-tail exposure 
• Introduction of new or revised coverages 

No cyclicity of loss development = Claim settlement impacted by business or underwriting cycles 

• Unusual claim settlement/reporting delays No data anomalies 

C H E C K  t I 
t .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  J 

• Closing rate by Accident Year and Age of Development 

• Use comparable industry experience to select the tail factor 

• Consider claims closed without loss payment 

23 

CHECKLIS.T FOR USING THE C O U N T S  A N D  A V E R A G E S  M E T H O D  

a S q u a r i n g  t h e  A v e r a g e  Pa id  T r i a n g l e  

Assumption• Sample Problems 

Claim settlement patterns unchanging • Increasing delays in claim closing rates 
• Increasing lump sum activities 

No claim processing changes • Change in data processing 
• Revised claim payment recording procedures 

No changes in mix of business e Changes in reinsurance coverages 
• Increased long-tail exposure 
• Introduction of new or revised coverages 

No cyclicity of loss development • Claim settlement impacted by business or underwriting 
cycles 

No data anomalies 

Loss development unaffected by changing loss cos( trel~ch; 

• Unusual claim settlement/reporting delays 
• Catastrophic settlement or unusual losses reflected in 

Joss  experience 

• Surges an unftat0on 
• Increased litigation 
• Diminished policy defenses 

r ...................................................................... 

, C H E C K  , 
. .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  J 

• Closing rate by Accident Year and Age of Development 

= Use comparable industry experience to select the tail factor 

i Consider claims closed without loss payment 

676 

24 



,,.3 
.,,j 

CHECKLIST FOR USING THE COUNTS AND AVERAGES METHOD 

Reasonableness of the Estimated Ultimate Losses 

Compare the Counts and Averages Method with other methods such as Paid/Incurred Link Ratio and industry 
experience as they relate to 

- -  the indicated reserves 

-- the indicated IBNR 

-- the ultimate loss ratio 

-- the ultimate severity and its annual change 

25 



A P P E N D I X  

TO 

C A S E  I 
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Calculation of the Average Case Rseerve based on Open Claim Counts 

Sap-92 
Exhibit A - l a  

ICase Reserves  for Loss & A L A E  - (000's)  
I 
I < Annual Statament 2001; Schedule P : Part 2 - Part 3 - Part 6 • 

Oevaioped Month ..... > 

A Y  12 24 36 48 60 72 84 96 108 120 

1992 1,254 1,068 092 747 
1993 1,319 1,104 969 775 
1994 1,387 1,307 1,098 898 
1995 1,$37 1,291 1,158 981 
1996 1,676 1,427 1,232 1,019 
1997 1.741 1.516 1,260 1,101 
1998 1,673 1,463 1,309 1,045 
1999 1,757 1,$81 1,346 
2000  1,878 1,614 
2001 1,991 

622 471 29O 205 
640 489 309 125 
669 499 359 179 
769 586 385 
830 611 
900 

0 0 
0 

I C Y  2001 Total : $ 8,071 I 
I I 
L. . . . . . . .  ,.J 

- I Open Claim Counts 
!< Schedule P : Part I~ Col. (23); several Annual Statements > 

Oevaioped Month . . . . .  > 

A Y  12 24 36 48 60 72 84 96 108 120 

1992 305 172 93 
1993 309 177 106 
1994 324 190 108 
1995 346 199 108 
1996 366 207 120 
1997 378 216 122 
1998 365 211 124 
1999 389 221 126 
2000 396 227 
2001 412 

$4 28 14 6 2 
55 23 14 6 2 
60 36 15 4 2 
62 30 16 7 
65 36 19 
68 35 
66 

0 0 
0 

I 
I C Y  2 0 0 1  T o t a l  : 
I 

8 9 4  

IAvera~le Case Reserve for Loss & A L A E  $ 

Developed Month . . . . .  • 

A Y  12 24 36 48 60 72 84 

1992 4,111 6,209 9,$91 13,833 22,214 33,643 
1993 4,269 6,237 9,142 14,091 27,826 34,929 
1984 4,281 6,879 10,167 14,967 18,583 33,267 
1995 4,442 6,487 10.722 15,823 25,633 36,625 
1996 4,579 6,894 10,267 15,677 23,056 32,158 
1997 4,606 7,019 10,328 16,191 25,714 
1998 4,584 6,934 10,556 15,833 
1999 4,517 7,154 10,683 
2000  4,742 7,110 
2001 4,833 

48,333 
51,500 
89,750 
55.000 

96 108 
i 

102,500 0 
62.500 0 
89,500 

CY 2001 

120 

0 

Average 

CY 
2001 

0! 
o: 

89,5001 
5 S,000 ! 
32.1581 
25.7141 
15,833a I 
10,6831 

7,1101 
4,8331 

I 

9,0281 t 

679 
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I"1 CalcutaUon of the Average Paid based on Closed Claim Counts 

Sap-92 
Exhl~t A - Ib 

l lncremental Paid Loss & ALAE - (000's) 

< Annual Statement 2001; Schedule P : Part 3 • 

Developed Month . . . . . .  • 

A Y  12 24 36 4 8  6 0  7 2  8 4  9 6  1 0 8  

1992 8,708 1,420 1,224 1,068 
1993 9,230 1,534 - 1,269 1,203 
1994 10,061 1,567 1,488 1,257 
1995 10,766 1,730 1,538 1,275 
1996 11.366 1,879 1,581 1,476 
1997 12.344 1.961 1,801 1.500 
1998  11,768 1,822 1,662 1,474 
1999 12,625 2,052 1,806 
2000  13,151 2,113 
2001 13,940 

953 728 672 
939 845 639 

1,078 938 679 
1,224 921 809 
1,223 1,019 
1,301 

426 3 5 1  
534 290 
539 

120 

0 

r 
i i 
I C Y  2001 Total : $ 23,291 ! 
I I 

A Y  

1992 
1 9 9 3  
1 9 9 4  
1 9 9 5  
1 9 9 6  
1 9 9 7  
1 9 9 8  
1 9 9 9  
2 0 0 0  
2 0 0 1  

l Closed Claim Counts by Developed Month 

< Schedule P : Part 1T Col. (12) - Col. (23); several Annual Statemertts • 

. .  . . . .  > 

36 48 60 72 84 96 

Developed Month 

12 24 

86 54 28 4 
88 56 29 4 
95 60 31 4 
100 62 32 
103 65 
108 

108 120 

2 0 
2 

r t 
i i 
I C Y  2001 Total : 2,671 j 
I I 

1,280 248 174 124 
1,318 256 179 128 
1,411 273 192 136 
1,481 287 202 143 
1,540 299 209 150 
1,602 310 218 155 
1,570 304 214 152 
1,649 319 224 
1,690 327 
1,757 

IAverage Paid Loss & ALAE $ 

Developed Monm . . . . . .  • 

A Y  12 24 36 48 60 72 64 96 106 120 

I I 
I CY 
i i 
I 2001 I 

1 9 9 2  
1 9 9 3  
1 9 9 4  
1 9 9 5  
1 9 9 6  
1 9 9 7  
1 9 9 6  
1 9 9 9  
2 0 0 0  
2 0 0 1  

6,803 5,726 7,034 8,613 
7,003 5,992 7,089 9,398 
7,130 5,740 7,750 9,243 
7,269 6,028 7,614 8,916 
7,381 6,284 7,565 9,840 
7,705- 6,326 8,261 9,677 
7,496 5,993 7,766 9,697 
7,656 6,433 8,063 
7,782 6,462 
7,934 

I 1,081 13,481 24,000 106,500 
10,670 15.089 22.034 133.500 
11,347 15,633 21,903 134,750 
12,240 14,855 25,281 
11,874 15,677 
12,046 

680 

CY 2001 

175,500 
145,000 

Averagl  

i 

oi 
1 4 5 , 0 0 0 1  
134,750 I 
25,281: 
15,6771 
12.04611 

9,6971 
8,083 I 
6,46211 
7,9341 

I 

8,72011 
I 
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GO 

O 

AY 

1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000  
2001 

AY 

1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000  

Age-to-Age 
Last 5 
Last 3 

Average 

Selected 

Squorlng the Reported Claim Count Triangle 

I Reported Claim Counts 

< Schedule P : Part I f  Col. (12); oeveral Annual Statements • 

Developed Month . . . . .  • 

12 24 36  48  50 72 84  96 
i • q • i f  • i m • i 

1,585 1,700 1,795 1,880 1,940 
1,027 1,751 1,059 1,930 1,992 
1,735 1,874 1,984 2,072 2,143 
1,827 1,967 2,078 2,175 2,243 
1,906 2,046 2,168 2,263 2,337 
1,980 2,128 2,252 2,353 2,428 
1,935 2,085 2,212 2,306 
2,038 2,189 2,318 
2,086 2,244 
2,169 

1,980 2,000 2,000 
2,039 2,060 2,060 
2,182 2,202 2,204 
2,291 2,314 
2,385 

Developed Month . . . . .  • 

12 24 36  48 60 72 84 96 108 

1.073 1.055 1.047 
1.076 1.052 1.041 
1.080 1.059 1.044 
1.077 1.056 1.047 
1.073 1.060 1.044 
1.075 1.058 1.045 
1.078 1.061 1.042 
1.074 1.059 
1.076 

1.032 1.021 
1.029 1.024 
1.034 1.018 
1.031 1.021 
1.033 1.021 
1.032 

1.010 1.000 1.000 
1.010 1.000 1.000 
1.009 1.001 
1.010 

100 120 

2,000 2,000 
2,060 

1.000 

1.075 1.059 1.044 1.032 1.021 1.010 1.000 1.000 1.000 
1.076 1.059 1.044 1.032 1.020 1.010 1.000 1.000 1.000 
1.076 1.059 1.044 1.032 1.021 1.010 1.000 1.000 1.000 

Tall 
1.076 1.059 1.044 1.032 1.021 1.010 1.000 1.000 1.000 1.000 

Sep-92 
Exhibit A - 2 

Ul t imate 
Claim Count 

2,000 
2,060 
2,204 
2,314 
2,409 
2,504 
2,454 
2,575 
2,641 
2,780 

Ago- to-  

Ult imate 1.266 1.177 1.111 1.064 1.031 1.010 1.000 1.000 1.000 1.000 29  



O'~ 
O0 
t',,3 

[3 

AY 

1992  
1993  
1994  
1995  
1996  
1997  
1998  
1999  
2 0 0 0  
2001 

Squerln9 the Average Paid Triangle 

icumu!at!ve p,ald Loss & .ALAE / Reporte'd ~.'lalms ....... ~verag.e 'Pa!d 
Developed Month . . . . .  • 

12 24  36  4 8  6 0  7 2  8 4  96  1 0 9  
i | i • i i t i 1 ,  i l l  • , me = i m 

5,494 5,958 6,324 6,606 
5,673 6,147 6,473 6,837 
5,799 6,205 6,611 6,937 
5,893 6,353 6,754 7,039 
5,963 6,474 6,839 7,204 
6,234 6,722 7,152 7,482 
6,082 6,518 6,895 7,253 
6,195 6,705 7,111 
6,304 6,802 
6,348 

6,893 7,122 
7,116 7,366 
7,210 7,511 
7,371 7,619 
7,499 7,775 
7,787 

7,387 7,600 7,775 
7,601 7,861 8,001 
7,751 7,989 
7,892 

Developed Month . . . . .  • 

1 2 0  
i z | l  

7,775 

Sap-92 
Exhibit A - 3a 

Estimated 
Average 

Ultimate Paid 

7,775 
8,001 
8,156 
8,308 
8,463 
8,781 
8,522 
8,765 
8,887 
8,949 

AY 

1992  
1993  
1994  
199S 
1996 
1997  
1998  
1999  
2 0 0 0  

12 24  36  48 
,, i i i m • 

1.084 1.062 1.045 
1.084 1.053 1.056 
1.070 1.065 1.049 
1.078 1.063 1.042 
1.086 1.056 1.053 
1.078 1.064 1.046 
1.072 1.058 1.052 
1.082 1.061 
1.079 

60 72 84 96 108 

1.043 1.033 1.037 
1.041 1.035 1.032 
1.039 1.042 1.032 
1.047 1.034 1.036 
1.041 1.037 
1.041 

1.029 1.023 
1.034 1.018 
1.031 

1.000 

Age-to-Age 
Last 5 1.079 1.060 1.049 1.042 1.036 1.034 1.031 1.021 1.000 
Laet 3 1.078 1.061 1.051 1.043 1.037 1.033 1.031 1.021 1.000 

Average 1.079 1.060 1.049 1.042 1.036 1.034 1.031 1.021 1.000 

Selected 1.079 1.060 1.049 1.042 1.036 1.034 1.031 1.021 1.000 
Tal l  

1.000 

Age- to-  

Ult imate 1.410 1.307 1.233 1.175 1.128 1.088 1.053 1.021 1.000 1.000 30 



CO 
C,J 

El 

AY 

1992  
1 9 9 3  
1994  
1996  
1 9 9 6  
1 9 9 7  
1998  
1 9 9 9  
2 0 0 0  
2001 

AY 

1992  
1993  
1994  
1995  
1 9 9 6  
1997  
1 9 9 8  
1 9 9 9  
2 0 0 0  
2001  

Required Data to calculate the Average Paid 

I Cumulative Paid Losses incl. A L A E  - 

< Annual Statement 2001! Schedu!e. P : Part 3 • 

(ooo's) 

Developed Month . . . . .  > 

12 24  3 6  4 8  6 0  72  84  
= m . = 

8,708 10,128 11,352 12,420 
9,230 10,764 12,033 13.236 
10,061 11.628 13,116 14,373 
10.766 12,496 14,034 15,309 
11,366 13,245 14,826 16.302 
12,344 14,305 16.106 17,606 
11,768 13.590 15,252 16,726 
12,625 14.677 16,483 
13,151 15,264 
13,940 

13,373 
14,175 
15,451 
16,533 
17,525 
18,907 

14,101 
15,020 
16,389 
17,454 
18,544 

I Reported Claim C o u n t s  

< Schedule P : Part 1, Col. (12); several Annual Statements • 

Developed Month . . . . .  > 

14,773 
15,659 
17.068 
18,263 

96  1 0 8  

Sep-92 
Exhibit A - 3b 

1 2 0  

15.199 
16,193 
17,607 

15,550 
16,483 

15,550 

12 24  3 6  48  6 0  72  84  96  1 0 6  120  
- m l  i m , , , =  | i m  ,=  . - - i  

1,585 1,700 1,795 1,880 1,940 I ,980 
1,627 1,751 1,859 1,936 1,992 2,039 
1.735 1,874 1,984 2,072 2,143 2.182 
1,827 1,967 2,078 2,175 2,243 2,291 
1,906 2,046 2,168 2,263 2,337 2.385 
1,980 2,128 2.252 2.353 2,428 
1.935 2,085 2,212 2,306 
2.038 2.189 2.318 
2,086 2.244 
2,196 

2,000 
2,060 
2,202 
2,314 

2,000 
2,060 
2,204 

2,000 
2,060 

2,000 

31 



C l o s i n g  Rate  
C la ims  C l o s e d  / C l a i m s  R e p o r t e d  

Sep-92  

Exhibit A - 4 

O~ 
CO 

100% 

95% 

90% 

85% 

80% 

75% 

1992 

, . . . . . . . . . .  ~ . .  . . . . . . . .  ~ . . . . . . . . . .  ~- . . . . . . . .  : - k -  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

~ A  &, JI, 

0 0 0 0 0 0 

~ - ; - - - ,  . . . . . .  - .  . . . . . . . . . . . .  . . . . . . . . . . . .  . . . . . . . . . . . .  ~ . . . . . . . . . . .  . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . .  0 . . . . . . . . . .  O"  0 . . . . . . . . . .  0 . . . . . . . . . .  13 -  . . . .  ~ . . . . .  ( 3  C ]  . . . . . . . . . . .  O . . . . . . . . . . .  

I I I I I I 

1993 1994 1995 1996 1997 1998 

I I tAY 

1999 2 0 0 0  2001 

Developed 

Quarter  

= 4 Q T R S  - - - - £ F - - - -  8 Q T R S  - - ~ - - 1 2  Q T R S  - - - - o - - - - 1 6  Q T R S  

A 20 Q T R S  ~ 24 Q T R S  = 28 Q T R S  - - - - o - - - -  32 Q T R S  



CASE II 

GROSS, CEDED AND NET ANALYSIS 
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A N A L Y  SIS OF DEVELOPMENT 
AT 12/31/01 

($ooo) 

Net  Paid and Deve lopmen t  
A c c i d e n t  Ne t  U l t ima te  Case 0 / 8  Los T Factor  

__.Year ~0~e and ALAE and ALAE |1|112| 
(1) (2) (3) 

1992 $15,550 $15,550 1.000 

1993 16,483 16,483 1.000 

1994 17,966 17,786 1.010 

1995 19,224 18,647 1.031 

1996 20,378 19,155 1.064 

1997 22,008 19,807 1.111 

1998 20,907 17,771 1.176 

1999 22,567 17,828 1.266 

2000 23,442 16,878 1.388 

2001 24,892 15,931 1.562 

Notes: Column (1) : Schedule P, Part 2, Column (11). 

Column (2) = Schedule P, Part 2 less Part 6, for the current 
evaluation (Column (11)) 

34 

ANALYSIS  OF DEVELOPMENT 
AT  12/31/01 

($ooo) 

Direct and Assumed Development Ultimate Loss 
Accident Paid and Case 0 /8  Factor and ALAE Carried Redundancy 

Year Loss and ALAE = |3|  |Sheet 11 14| x |5|  Value 
(4) (5) (6) (7) (8) 

1992 $22,215 1.000 $22,215 $22,215 $ -- 

1993 23,547 1.000 23,547 23,547 --  

1994 24,704 1.010 24,95 t 25,218 267 

1995 25.200 1.031 25.981 26,496 515 

1996 25.204 1.064 26.817 27,573 756 

1997 25,393 111 t 28,212 29,313 1,101 

1995 22,213 1.176 26,122 27.632 1.510 

1999 21.742 1.26f~ 27.525 29,845 2.320 

2000 20,092 1.3~.! ' 27,888 31,781 3,893 

2001 18,524 1.56' 28.934 35,592 6.658 
$17,020 

Notes: Column (4) = Schedule P, Part 
Column (7) = Schedule P, Part 

1, Co,lush (5) + Column (7) + Column {13) + Column (17). 
1. C*.[umn (24) less Column (21) less Column (10). 

Conclusion is that Direct and AsstJmed reserves are $17 million redundantl 

Also, data for pricing will overstate trends since redundancy grows as we come forward in time. 

6 8 6  
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Acck:lem 
Year 

Exhibit 1 
Not Irmunad Lots ~ . l  AIJ~ Oovolopm~l 

Age in Months Ul~lli le 
12 24 30 48 80 72 84 96 108 120 

19921 9,062 11 ,199  12 ,245  13 ,168 13,995 14 ,572  15 ,064  15 ,405  15,550 ___115_.~..~ 18,550 
19931 10,549 1 1 J  13 ,002  14,011 14,815 15 ,509 15 ,969 16,318 1,___111111~J 18,483 
1994[ 11.449 12 ,936  14 ,214 15,271 1(;1|20 18 ,888  17 .427 1 7 , 7 8 6 ~  17,960 
1995] 12,303 13 ,788  15 ,192  18,291 17 ,302 18,041 18 6~47[ 19,237 
1~s i 13,042 14 ,672  18 ,058  17,321 18,355 19~155J ........ 20,308 
1 9971 14,085 15,622 ! 7.366 18 ,707 19.8071 . . . . . . . . .  22 .029  

19981 13,441 18,053 18,"2 /1~1,-1J 2o,ga, 
19991 14,381 16,258 I ~ Z ~  ~ 22.592 
2000| 1 5 , 0 2 9 ~  23,47t 
2001 ~ 24.914 

Age - to- /~e Factors 
12-24  2 4 - 3 6  3 6 - 4 8  48 -60  6 0 - 7 2  72 -84  84 -06  99-108 108-120 

1992 [ 1,124 1.004 1.078 1.063 1.041 1.034 1.023 1.099 1.000 I 
19931 1.125 1.006 1.078 1.(b'7 1.047 1.030 1,022 1 , 0 1 0 [ ~  
1994J 1.130 1,999 1.074 1.056 1.048 1.032 1.021 J ~  
1995] 1.121 1.102 1.072 1.062 1,043 1.034J ......... 
1906[ 1.125 1.004 1.079 1.060 1 . 0 4 4 ~ - -  
19971 1.123 1,098 1.077 1 . 0 8 0 J - - - -  
19981 1.120 1.199 1 . o 7 3 r ~  
1 ~ 1  1.131 1.0o-/.r . . . . .  
~99oL__~ 

Average 1.125 1.097 1.076 1.059 1.044 1.032 1.022 1.010 1.000 
$ WTD AVG 1.125 t.097 1.076 1.059 1044 1.032 1.022 1.010 
Selected 1.125 1,097 1.076 1,069 1,044 1,032 1.022 1.010 1.000 

Age-to- Ult 1,564 1.391 1.287 1.178 11112 1.065 1.032 1,010 1.000 
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Exhibit 2 
Net Paid Loss And ALAE Development 

Acck~1 Age In Months Ultimate 
Year 12 24 36 48 60 72 84 06 199 120 

19921 a,799 10 ,1~8 11 `352  12 ,420  1: ) ,373 14,101 14 ,773  16 ,199 18,f~0 1 _ . . ~  1G,¢~0 
19951 0,23o 10 ,7e4  tP~m3 13 ,236 14 .175  15 ,020  15 ,659  16 ,193  1 8 . 4 8 3 J  16,483 
1994J 10,061 11 ,028  13 .116  14 ,373  15,451 16 .389  17 .068  ~ " ~  17,967 
1995| 10 ,766 12 .499  14 ,034  15 ,309  16 ,533  17,484 _ 1 8 ~ ~  19,224 
1996| 11 ,368 13 ,245  14 ,826  16 ,302  17 ,525 1~544J" 20,385 
1997| 12 ,344 14 ,305  10 ,106  17 ,000  15,~._~.7J - - - -  21,007 
t m  I t l ,ZU 13.990 l S ~ 2 ~  20~1S 
1990 i 12,e25 14,677 ~ 22,683 
2000| 13.151 ~ - -  23.477 
~o011 1 3 ~ 0 ~  24,M0 

Age - to - / ~ e  Factors 
12 -24  24 -36  8 6 - 4 8  4 8 - 6 0  6 0 - 7 2  7 2 - 8 4  04 -96  96-108 108 - 19n 

19921 1.163 1.077 1.054 1.048 1.029 1.023 1.0001 
19031 1.186 1.071 1.060 1.043 1.034 1 . 0 1 8 [ - -  
19041 1.156 1.078 106t 1.041 1 . 0 3 2 ] - - - -  
19951 1.161 1,080 1.058 1.046f . . . .  
1 ~  I 1.1~ 1.075 1 . 0 ~ [ - -  
1997 J 1.159 1.993 1.074 [ . . . . .  
19981 1.155 1.122 1 . 0 9 7 J - - - - "  
1999J 1.163 
a ~ o o ~ [  

1.121 1.094 
1.118 1.100 
1.128 1.006 
1,123 1.091 
1.119 1.100 
1.126 

1 . 1 2 3 J ~  

Average 1.181 1.123 1 .(3~6 
$ WTD AVG 1.161 1.123 1.096 
Selected 1.161 1.123 1.096 

Age- lo-  UIt 1.785 1.538 . 1.370 

1.075 1 058 1,044 1.032 1.021 1.000 
1.075 1,058 1.044 1.032 1.020 
1.075 f .058 1.044 1.032 1.020 1.000 

1.250 1.163 1.099 1.053 1.020 1.000 

687 
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!-xhibit 3 
Compalts~ ~ el Estimated Net Ultimates 

Carded t ,~t Inc. Method Paid Method 
Acctdenl Ullimate oss Ultimate Loss Ultimate Loss 

Year and ALA/ and ALAE a~d 

1992 15.5,0 t5.550 15.550 
1993 16,4 13 16,483 16.483 
1994 17,9 ;6 17,960 17.967 
1995 19,2 =4 19.237 19.224 
1996 20.3,'8 20.398 20,385 
1997 22.0~ )~ 22,029 21.987 
1998 20,9~)7 20,938 20,915 
1999 22,51;7 22,592 22,583 
2000 23,442 23,471 23,477 
2001 24,8')2 24,914 24,889 

203,4 ~ 7 203,573 203,460 
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Exhibit 4 
Not Paid I Nel Incurred Ratios 

Accident Age In Months 
Year 12 24 36 48 60 72 84 96 108 120 

1902[ 87.4% 90,$% 92 7% 94.3% 95.6% 90.8% 98.1% 98.7% 100 .0% I00.0%) 
1993J 87.5% 80.7% 92 5% 94.8% 95.7% 96.6% 98.1% 99.2% 100.0%J . . . . . .  
1994 87.9% 89.9% 92.3% 94.1% 95.8% 97.0% 97,9% 90.0%J . . . . .  
1995 87.5% 90.6% 92.4% 94.0% 95.6% 90.8% 9 7 . 9 % [ - -  
19961 87.1% 9O3% 92 3% 94.1% 95.6% 96.8% J ' - - ~  
1 , 7 8 7 . 8 % 9 0 . 4 % /  927% 94.1% 9 5 . 5 % , - - - -  
19981 87.6% 90.3% 92 1% 9 4 . 1 % _ [ - -  =/ 87.5% 90.4% [ . . . .  
2oo11_ 97:_5~_[--  

39 
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Exhibit 5 
When would it be appropriate to apply net development patterns to gross data? 

1) Reinsurance does not exist. 

2) Retentions are high enough thai re~lsurance layers are never penetrated. 

3) Reinsurance is proportional in nature and applies to all claims. 

4) Instances of sheer coincidence. 
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Exhibit 6 
Formulas Used to Derive Gross Paid and Incurred Data from Schedule P Part 1 

Gross Paid Loss and ALAE 

Gross Incun'ed Loss and ALAE 

Gross Carded Ullimato Loss and ALAE 

= Column (5) + Column (7) 

= Column (5) + Column (7) + Column (13) + column (17) 

= Column (24) - Column (21) - Column (10) 
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Exhibit 7 
Gross Inourred Loss And N.AE Developmetll 

Acclde~ 
Year 12 

Age In Months U8fmam 
24 36 48 60 72 84 126 108 120 

13,329 14.932 1 6 , 4 5 9  17,942 19,174 20,356 21,395 22"215 ~.22~1-'-]_8 
~,5471 . . . .  ;re,r,47 

1992 11,584 
1993 1 2 , 2 6 6  1 4 , 1 2 8  1 5 , 8 5 8  1 7 , 5 1 3  18,993 20.407 2 1 . 5 7 9  22,664 
1994| 13 ,312  1 5 , 4 0 0  1 7 , 3 3 4  1 9 , 0 8 9  20,668 22,222 23 551 24.~Z~7o4 J 
1995~ 14 ,306  16,412 I 8,527 20 , :~ ;3  22,182 23,738 25,2001 -- 
1996[ 15 ,165  1 7 . 4 6 6  19.583 21.t ~;1 23,532 2_5,._204 I 
19971 16 ,378  1 8 , 8 3 5  21,178 23,:'~3 25,393~ 
1998J 15 .629  17 ,921  20,197 22,; 13J . . . . . .  
1999J 16 ,722  19,354 2 1 , 7 4 2 J -  . . . . .  
2000~ 17 ,475  20,092 [ 
~mOl I _ ~ e  5_,~24l 

Age-to-Age Factors 
12 - 24 24 - 36 36 - 48 48 - ( (J 60 - 72 72 - 84 84 - 96 96 - 108 108 - 120 

19921 1+151 1.120 1.102 1 nO0 1.069 1.062 1.051 1.038 1.000 ) 
t9931 1.152 
19941 1.157 
1995 t 1.147 
19961 1+152 
1997 t 1.150 
1998 1.147 

1.157 
+__ t + ] 5 0 l - - - - - -  

1.122 1.105 1 n85 1.074 1.057 1.050 !.0391 
1.126 1.101 1 f,83 1.076 1.060 1.049 I 
1.129 1.099 1 .( 189 1.070 1.062 | 
1.121 1.106 1/)87 1.071J . . . . .  
1,124 1.104 1 , m s J - - - -  
1,127 1 . 1 0 0 ~  " -- 
1.123r . . . . . . .  

Average 
$ WTD AVG 
Selected 

1.151 1.124 1.102 1.087 1.072 1.060 1.050 1.039 1.000 
1.151 1.124 1.102 • 1.087 1.072 1,060 1.050 1.039 
!.151 1.124 1.102 1 .r)87 1.072 1.060 1.050 1.039 1.000 

Age- to-  UIt 1.921 1.669 1.485 1 347 1.239 1.156 1.091 1.039 1.000 

22,216 

25.959 
27,484 
29,142 
31A72 
29,913 
32,276 
32,S31 
3S,S92 
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Exhibit 8 
Gross Paid Loss And ALAE Development 

Accident 
Year 12 

19921 9 "264 1 I, 129 12,899 
1993| 9,820 1 1 , 8 2 9  13,673 
1994| 10 ,703  1 2 , 7 7 8  14,904 
1995 i 11 ,453  1 3 , 7 3 2  15,947 
1996| 12 ,092  1 4 , 6 5 5  16,847 
19970 13.132 
1998| 12 ,519 1 4 , 9 3 4  17,332 
1099 / 13,431 16,129 18 7~31~ . . . .  
2000| 13 ,990  16,774[ 
2001 L_!_4,629l---- 

Aoe-lo-Aoe eactom 

Age in Months U#imale 
24 36 48 60 72 84 96 108 120 

14,612 1 6 , 3 0 9  1 7 , 8 4 9  1 9 , 4 3 8  2 0 , 8 2 1  22,218 _ _ ~  22,215 
15,572 1 7 , 2 8 7  1 9 , 0 1 2  20,604 22,183 . ~ _ . . ~ j ~  ~ ~ 23,833 
16,910 1 8 , 8 4 3  20.746 22,458 ~ 25,a59 
16.911 20,182 22,106 24,0301 27,488 
19,179 21,372 22,473J . . . . .  29,113 

15,720 18,302 20,713 _ _ ~ - - - -  31,400 
19,678_~- 29,81~D 

3 2 ~  
33,822 
35,842 

1 2 - 2 4  24--36 3 6 - 4 6  .18-60 80--72 72--84 64--90 96 -- 106 106-- 120 
19921 1.201 1.159 1.133 1.116 1o004 1.089 1.K~1 1.067 1.06~ 
19931 1.205 1.156 1.139 1.110 1.100 1.084 1.077 t . 0 6 1 [ - - - - '  
1964J 1.194 1.166 1.135 1.114 1.101 1.083 1.074J . . . . . .  
19951 1.199 1.161 1.129 1.119 1.096 1.0671 . . . .  
1996 i 1.204 1.157 1.138 1.114 1.0~0 [ . . . . .  
1997 1.197 1.164 1.132 .._ 1:1.13J . . . . .  
1998j 1.193 1.161 1.135J 
19991 1.201 1.161[ . . . . . . . . .  
2O0O| _ ! : ! _ 9 _ 9 1 -  . . . . . . . . .  

Average 1.199 1.151 1.134 1.115 1.098 1.086 1.074 1.064 1.000 
$ WTD AVG 1.199 1.161 1.134 1.115 1.098 1.086 1.074 1.064 
Selected 1.199 1.161 1.134 1.115 1.098 1.086 1.074 1.064 1.000 

Age - l o -u ,  2.397 1.999 1.722 1.518 1.362 1.240 1.143 1.064 1.000 

6 9 0  
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Exhibit 9 
Compadson of Eatimated Gmu Ultimates 

Carded G¢o¢~ Inc. Method Paid Melhod 
Accldonl Ultimate Loss Ultimate Loss Ultimate Loss 

Year andN.AE and ALAE zmd N.AE 

1992 22.215 22.215 22~215 
1903 23,547 23~47 23,533 
1994 25,218 25,659 25JS59 
1995 26,496 27,484 27,455 
1996 27,573 29,142 29.113 
1997 29,313 31,472 31,400 
1998 27,632 29,913 29.869 
1999 29,845 32,276 32.253 
2000 31.781 33,531 33.529 
2001 35,592 35,592 35,542 

279,212 290,831 290,5~ 
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Exhibit 10 
Cw ,npadson o~ Gross Reserve Positions 

~;elected Gross "Correct 
Accident ~ Jaimate Loss Redundancy (+) 

Year ~md ALAE or Inadequacy ( - )  

1992 22,215 0 
1093 23,540 7 
1904 25,660 (442) 
1995 27,470 (974) 
1996 29.130 (1.557) 
1907 31,435 (2,122) 
1998 29,900 (2,268) 
1090 32,260 (2,415) 
2000 33.530 (1,749) 
2001 35,570 22 

"lncOITOCt" 
Redundancy (+) 
or Inadequacy ( - )  

0 
0 

267 
515 
756 

1,101 
1,510 
2.329 
3,893 
6,658 

290.710 (11.498) 17,020 

Difference in Resswe Post~n Opk-,k)ns = 28,518 
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Exhibit 11 
Comparison of In¢uned Loss and ,M.AE Developrnenl Panems 

Gmss Ceded Nix 

12-UR 1.921 4.118 I ̀ 564 
24-UR" 1.669 3.130 1.301 
38-UR 1.485 2.475 1.287 
48-Ull 1.347 2.020 1.178 
60-Ull  1.238 1.690 1.112 
72-UIt 1.156 1.445 1.065 
84 - UIt 1.091 1.259 1.032 
96-UIt 1.038 1.113 1.010 

108-UIt  1.000 1.000 1.000 
120 - Ult 1.000 1.000 1.000 
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Exhibit 12 
Corn paMon ol Implied Gposs Sevedly Tmncls 

8eleGled Gurdm:l Fitted 
Ullimnla Ultimate Ultimate UIIknUe 

Yew Counts Loss & ALAE Sevedty Sevedly 

1992 2,000 22,215 11.11 11.08 
1993 2,060 23,547 11.43 11.20 
1994 2,205 25,218 11.44 11.32 
1995 2.315 26.496 11.45 11.44 
1996 2,410 27,573 11.44 11,57 
1997 2.505 29.313 11.70 11.69 implied 
1998 2,455 27.632 11 26 11.02 Exponential 
1999 2,575 29.845 11.59 11.95 Se~dty 
2000 2.640 31,781 12.04 12.08 Trend 
2001 2,745 35,592 12.97 12.21 1.1% 

8eOectod Selected Fitled 
Accident Ultimate U#lmme Ultimate Ultimate 

Year Counts Loss & ALAE Severity Sevedly 

1992 2,0(X) 22,215 11.11 11.28 
1993 2.060 23.540 11.43 11.44 
1994 2.205 25,660 11.64 11.62 
1995 2,31S 27.470 11,57 11.81 
1996 2,410 29.130 12.00 12.00 
1997 2,505 31.435 12.55 12.19 Implied 
1998 2,455 29,900 12.18 1238 Expon~llal 
1999 2,575 32,260 12.53 12.58 8evedty 
2000 2,640" 33,530 12.70 12.78 Trend 
2001 2,745 35.570 12.96 12.98 1.6% 
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