Oio Dept of Insurance Ohio Department of Insurance

Bob Taft — Governor
J. Lee Covington Il - Director

IMAGING COVER SHEET

www.ohioinsurance.gov

NAIC #: MEWA12

NAIC Group Code: 000

Company Name: SOUTH LORAIN MERCHANTS ASSOCIATION HEALTH AND
WELFARE TRUST

Company Type: L1 P&C [ Life [JHIC []Frat [] Title X MEWA [JHW []MPA
XIpoMESTIC [_IFOREIGN

Form Type: STATEMENTS

Sub-form Type: QUARTERLY

Transaction # (if applicable):

Effective Date: 09/30/2002

Additional Info:

Date Scanned:

Scanned By (initials):

Accredited by the National Association of Insurance Commissioners (NAIC)
(Rev. 04/2002) Page 1 of 1
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QUARTERLY STATEMENT
As of SefTEmBLL 20, 2LooL

OF THE CONDITION AND AFFAIRS OF TIE
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all of the hercin described assets were the absolute property of the MEWA, frcc and clear from any licus or claims thercon, cxcept as hercin
stated, and that this quarterly statement, together with related exhibits, schedules and cxplanations therein contained, annexcd or referred to is a
full and truc statement of all the asscts and liabilitics and of the condition and affairs of the MEWA as of the quarter cnding
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S.LMA. H. & W.

Trust

QA-320-0%

STATEMENT AS OF OF THE ..ccoocccc.
1
Current Period Dccember 31, 2001
ASSETS

1 BONAS ..ottt rstsssistetsns | resnstereestseesseseenetsrsseens | eseeeresieeestere e reaes
2 SHOCKS ..ttt e bttt s b e sb s sttt enesieressnnnenneiees | sereresessssessessseresestesnsnnens | seesereesesseseieetenserrsessererane

2.1 Prefermed SLOCKS .....c.ooviiiiciiicciiecct ettt bttt snsesensssnaniesss | sevsessiessssssrenesssrerenerssinse | arvessesssseseresssesiseserssanesenanes

2.2 ComMMON SHOCKS ...eiiiiiiiiiiiieicetet ettt ettt st s st s bttt s et s sna e aenann s ;’b\"xl’\% \OO\_\g%
3. MOrtgage 10ans 0N TEal CSIAC........cciiiiiiiic ittt cr et beree et e nenncscsssasnsene | sesesessseenssssessassesssasernsases | srersesesessesessssnsseeteseseesaenas
4. Real estate, less $..........coovvenennnn. CIICUMIDIANCES . cvveveeieeieietre e eteecteesereseneecenesesbeeesbesesseeneeseressesssrsesse | vessseesseesssessssesssaessseesorne | seeessseesesseessencsssneenssesesreens
5. COllAEral J0ANS ..ottt ettt sebessssssssnnrense | svssssssnssssersssessssssnrsenssins | aresiesersisesesasesesssseneassesnns
6.1 Cash on hand and 0N dEPOSIL .........c.ocviiiiiiiiiiccceteee et ettt sttt s ate s e erensan \;-‘\\O\O‘\a 1‘-\?')'0601
0.2 SHOF-LEITI INVESUTICILS c.vevvereiiietiitiitesreie et et e ee s seesesaeeentseessenseaeesesseneerseestesseeenrseneseseeeensseeeesnanennnien | 0! é' \Q—\\\\S—‘ ...... \\L\_”.IQ\ZD
7. Aggregate WHte-ins fOr iNVESICA SSCLS .........cooviiiiiiiiiiiciccceers ettt scerensesssssssnne | sotssissssensssssesrssssstssesssenss | cevssessssssnssessssssessnseessesenns
7TA. Subtotals, cash and invested assets (LINES 10 7) ..ot es et e 3#\3&595 \\O‘L\\-\\BQ\O
8. Premium duc and Unpaid ...ttt eseerenene | teae \Oo\\\"'\"a-f ......... \j\t\qq ......
9. Funds held by or deposited With reinSurance COMPANICS ..........ccoeveievereisieensereresseinscinmiscssessmsissssissessse | cveversvssesessssssssessessssssrese | svsessssssssosesesssssosenssosoesens
10.  Reinsurance recoverables on [0ss and 1055 adjustMEnl PAYIICHIS.......ccoorirvriieiriinrsiseencesinncesesienesesses | sressessssessssossorerssenessmness 3)%\\4}3?5 ........
10.1  Reinsurance recoverable 0 UNPAid JOSSES. ........c.cveurirec sereiriiniinisiniesscsesssessssssessssssesssssssssessssssssssssssss | sessessssresosessesessosssssressorss | sosseestosemoessssssonsrosssnensseesens
11. Federal income (aX reCoVErabIC......c.cuuruiurriciueirinivcininesinsiereeesessseaenas s | s | creeteenetnesset e seseeaesnees
12. Interest and other investment income duc and aCCTUCA ..........cccriiieininierciieernnises e rnees \?\Qq’j} &S\QS’J .......
13. Receivable from parent, subsidiarics and alfiliales ....oovvevveerevererecrcnennneenen. ettetensnsenssnsssssesssssssss | oisinnossseesssessessteeesees | sveeesesesessessseseessseseesemeseneees
14.  Electronic data processing EQUIPIICAL...........cccotriririiriineeteiriiesee st sstenssesestese s sassasssssensesenisees | ovevetsesessssssssssseserssesses | eoveseomesssessesssesseseseresssesens
15.  Aggregalc writc-ins [or OhCr than iNVESICA ASSCLS ......ov.vvvivviirirereieiteeces et sess et esaesesa s eeeseeseenee gQ‘QQ—l 33%%“. ......

16. TOTALS (Lincs 7A through 15)

DETAILS OF WRITE-INS AGGREGATED AT LINE 7 FOR INVESTED ASSETS

0798 Summary of remaining writc-ins [or Linc 7 from oVerflow PAgE ......c.oveveveivereveeceiiieieesrcrnstssensesssessenne

0799 _Totals (Lines 0701 through 0705 plus 0798)(Page 2, Linc 7)

......................................

DETAILS OF WRITE-INS AGGREGATED AT LINE 15 FOR OTHER THAN INVESTED ASSETS

1501.....Q.%S}N..\.bﬁ:.&......hl.g..\.\x.b .......... \ ..... R a1

1598 Summary of remaining wrile-ins for Line 15 fron: overflow Page .........cooouevecveuecuveineeeneeeseisisesesennes

1599 Totals (Lincs 1501 through 1505 plus 1598)(Page 2, Line 15)

NOTE: The lines on this page to agree with Exhibit 1, Column 4.



OF THE

S.LMA. H. & W. Trust

Q-20-0O=

STATEMENT AS OF

16.

LIABILITIES, SURPLUS AND SPECIAL FUNDS

Claims unpaid (Part 2A, Col. 4, Linc 5) ...oooo..... . GEE NERERAWD e DA e e
Unpaid claims adjustment expenses (Part 3, Line 22b, Col. 2) i
Uneamed premiums (Part 1, Line 5, Col. 8)...c.cooiiiiiiiiiiicciciiic et e
Uncamed investiment income (Part 4, Linc 9, Col. 4).....c.cociiiiiiineiiiiiicece e sinsessssenennsaens

Taxes, licenscs and fecs due or accrued (excluding Federal income taxes) .........ccovvevvecninininininnnnonene

(a)

Current Period

Federal income taxcs (excluding deferred taXes)......coovceniiueuiveniereneneeniicnicicniiie et ciaesessssesessesses

()
Stop loss, excess, or reinsurance premium duc and UNPaId ...

(©)

Other expensces due or accrucd

(@
Premium deposits made by applicants rejected or not as yet accepted as members or subscribers ...
Borrowed money $.........cooiiiiiiiiie,
Amounts withheld or retaincd for acCoUNt OF OREIS........coevicirriiiiie et et sens
Stop loss, cxcess, or reinsurance received DUl NOL YEL dUC.......coiiiciiiiiniiiincic e
Provision for Unauthorized FEINSUTANCE ........c.ccoeriruriecierenirerinsinseisie et sesesesesscssseaessseseeseeasessassanssasessnnsassesss
Aggregate write-ins for other liabilitics ....................................................................................................

Total liabilities (Lincs 110 T1) .ottt sttt neas

SURPLUS AND SPECIAL FUNDS

TOTALS (Lines 12 plus 15)

2
December 31, =001

A289.983

e 2200,

2,592,365

DETAILS OF WRITE-INS AGGREGATED AT LINE 11 FOR OTHER LIABILITIES

................... R PO st
102 BTN e b Lo D 5SS A
FUE RN NI oSS YORET G 8 T v £ S o, N,
noa. ACGENER... N Toe T o 20N
FLOS. ettt ettt b et eaa bt et b ke s ARt ee s a b e R e AT RS E s b et et ebesebetaas s nne st nenenereaas
1198.  Summary of remaining writc-ins for Line 11 from overflow Page...........ccverunneicviininieesiessnnessnnsssnssnsens
1199. Totals (Lines 1101 through 1105 plus 1198)(Page 3, Linc 11)

NS DS
N B

A%\

DETAILS OF WRITE-INS AGGREGATED AT LINE 14 FOR SURPLUS AND SPECIAL FUNDS

1498

1499

. Summary of remaining wrilc-ins for Linc 14 from overflow Page.........ccccocevvivireriieeceneeieieee e ene e

. Totals (Lines 1401 through 1405 plus 1498)(Page 3, Linc 14)




STATEMENT AS OF A -30-0% OF THE ... S .’.,L"M'A H. & W. Trust
1 2
UNDERWRITING AND INVESTMENT EXHIBIT yooumen Prior Year Ended
UNDERWRITING INCOME

1. Premiums camcd (Part 1, Line 5, Col. 9) oo ¥ SR VAR PGS | S20D,08Y | S,%23,012.
2. Claims INCUITEd (PArt 2, LINE 5, G0k 5) eervoreserseroereesssesess s seesesssssees e e seeees e esses e essesess s AS32.0W3 | 2,918,464,

3. Expenses incurred (Part 3, Line 21, Col. 2, 3, 4):
(8)  CIAIM GJUSINCNL ..o oo soesoessoessressssssssessessoessseesoesssossiee | svoseesseessiessoeesies | soseesssesssmerseesseees
(6)  ADMIISUBLVE ..o 3. 8% oNERS ) GE | LOWe SRS | L0 IR
(€) SONGHING -.ersvvrrvveerseesersssssssesssssosssessssssossesessess oo et ssessssesssoesosssoessoossoessoessessssossoessee | eossssesssesseesoesss | eovseesmersssorssoeesoee
4. Individual stop loss, excess, or reinsurance expense (Nct of inCUITed RECOVENES) vovoerrvoorosorsoossoessoeseesee | LOA NS | 42\,2498
5. Aggregate stop loss, excess, or reinsurance expense (Net of incuted RECOVEIIES) ........ovreereveueieieevrevercicceeeneneiies | cveeeeresesnciseneeiess | eveveeresesesesssesesnnnns

SA Aggregate write-ins for underwriting deductions

6.

7.

10.

1.

13.

14.

20.

21.

Total underwriting deductions (Lines 2 thrOUBN 5) c......ccueuiircreuiririceiineetreeereiets et etaes s cese s ssesssessssesesencsssessnsns

Net underwriting gain or (loss)(Line | minus Line 6)

INVESTMENT INCOME

Net investment income camed (Part 4, Line 14, Col. 8)..coioiiiiiiiiiiiiiiiiieiiiriecsrcs ettt s en s esens
Net realized capital gains or (1osscs) (Part 4A, Linc 10, €L 0)..voeerivieeieiiiieeirceerereetetet e seseseenaes

Net investment gain or (loss) (Linc 8 plus Linc 9)

OTHER INCOME

ABGTEgale WIIlC-iNS fOF OLHET INCOIME .......cvieeciiicictecn ettt ea bbb s saa s s b assensessnsnn
Net gain or (loss) before federal income taxes (Lines 7 + 10 1 1) it
Federal inCOmE 1aXES INCUMTEA ........iuiiiiiicicieiiicieiiceretntete st tne et abe e ase s s s s esare bt saeb et e nsssenas e s ensssasen s ennens
Net gain or (loss) (to Linc 16) (Line 12 minus Linc 13)............ e

SURPLUS AND SPECIAL FUNDS
Surplus and special funds December 31, previous year (Page 4, Ling 21, Cob 2).oivvn i
GAINS AND (LOSSES)

Net gain o (1055) (fTOm LiNC 14) ..ottt ettt b et se s eesavesnes

Net unrealized capital gains or (1osses) (Part A, Line 11, COL 0)...o.oovvievieereeierieiriesieecieeeee et s

- Change in non-admitted assets (Exibit 2, Ling 9, €Ol 3)ucuiiiiiciiiorieitineceeieeseees et et s s eessssssnssensensssesseans

Aggregate write-ins for changes to surplus and special funds
Change in surpius and spccial funds for the year (Lines 16 through 19)....... et ee et

Surplus and special funds December 31, current year (Line 15 plus Line 20)

2308513
AR

TS
182,893

S071.,7126

A\
0
v
iC
H%
E))

sS04k
oS, 3271

DETAILS OF WRITE-INS AGGREGATED AT LINE 11 FOR OTHER INCOME

A
@
4
-
«
N4
N

77,80

HOL N A o m T et A TR S bttt
L1002 et et e et bbbttt sttt sttt st et o
T I N T e W A« R L SR N
LE04 et bbb At b b a et e st h e e sttt taens
1198 Summary of remaining writc-ins for Line 11 fron OVErflow Page .......cccoovivevveeiriicioeirereeecencsseseeeecesevssenssesenens
1199 Totals (Lines 1101 through 1105 plus 1198) (Page 4, Line 11)

DETAILS OF WRITE-INS AGGREGATED AT LINE 19 FOR CHANGES TO RESERVES AND SPECIAL
FUNDS

FO0T et e e e eea st r et bRt en st en st senet ot
B0 et bt e a b e bt st b ettt e e e At ae s ettt eseneseee et eeeaeseeseeeseenenenans
B0 ettt s bbb e s s b et a et et Rsa ettt e st s eeeet et eeseeeasenenae
FO04 et a bbbt bbbt e et ee bttt et e et eeeens
1998  Summary of remaining writc-ins for Linc 19 from overflow PAE .......coovevivevietieirieieteeeeee oot enenen
1999 Totals (Linc 1901 through 1905 plus 1998) (Page 4, Linc 19)




S.LMA. H & W. Trust

STATEMENT AS OF Q-30-0x OF THE
UNDERWRITING AND INVESTMENT EXHIBIT
IPART 2 A-CLAIMS UNPAID
| 2 3 4
Linc of Busincss Reported Claims Estimated Total
in Process of Incurred But Claims
Adjustment Unreported Unpaid
L HOSPHA oottt ccenscrssninns | et ssesssssisssssesniies | eoeeeessreseseeesesseesseasseessessssessses | oersseeeieses s eseeee oo
2. MediCal..uniiiiiiccc s | e \&S,DOQ \\SO\C\;O\Q)S .............. \\%.\ \\1q%3 ..........
30 DENAL ..ottt ecssssesinnsenis | eessesesnssiseessienssseenssenssneseene | onvesseoseesesresseseessesssssessssssssssee | sveeseeesseesseseees s esee e
A OHNCT oot | e essssssesssssneesonns | seetsseesseeessseesesesssessersseesssesessnss | seseeessseseees e et e een
Q. S 2
S TOMIS. ..ot \& \.)*DQQ \ﬁ)\qxo‘&w) \\ﬁbd\\qg—) .............
PART 2B-ANALYSIS OF CLAIMS UNPAID-PREVIOUS YEAR
-
Claims Unpaid as of 6 7

Claims Paid Current Period Total Claims Reported Liability

1 Yecar to Datc Incuired on Unpaid Claims

Line of Business to datc as of December 31

2 3 4 5 on Previous Year
On On On On Claims Incurred in
Claims Incurred Claims Incurred Claims Unpaid Claims Incurred Prior Years
Prior to January 1 During the Ycar Dec. 31 of During the Year (Columns 2 + 4)

of Current Year

Previous Year

I. Hospital ..............
2. Medical...............
3. Dental .................
4. Other.....cvvueneneen,

5. Totals..............

................................

A2 QL

* Part 2B, Column 4 and column 5 must cqual Part 2A Total of column 4



S.LMA. H. & W. Trust

STATEMENT AS OF Q-30- O OF THE
EXHIBIT 1-ANALYSIS OF ASSETS
| 2 3 4
Non-Ledger Including Assets Not Admitted
Excess of Market Including Excess of Book
{or Amortized) Over Market Net Admatted Asscts
Lcdgcr Asscls Over Book Values (or Amortized Values) (Cols. § +2-3)
1. Bonds (Schedule D).........coooiviiiiiiii ot | et | s e | essssaesieesinsseess et | et e e

2. Stocks (Schedule D)
2.1 Preferred stocks
2.2 Comymon stocks............
3. Mortgage loans on real estate (Schedule B):
(a) First liens
(b) Other than first licns

4. Real estate, less (Schedule A)
5. Collateral foans (Schedule €).........cc.oooeiviiiiiiniis vt cvrceirees e e
6.1 Cash on hand and on deposit:

(a) Cash in company’s office....... . R

(b) Cash on deposit (Schedule E) ...ttt s
6.2 Short-term i (Schedule DA)
7. ABEregale write-ins fOr MVESIEd ASSEIS ..............ooireriirerieieentrere e ce s
TA. Subtotal, cash and i d assets

Premium due and unpaid..............cccooverrrneens e

. Funds held by or deposited with rei panies..............
10.  Reinsurance recoverables on loss and loss adjustment payments
8, Col. 1)
. Reinsurance recoverable on unpaid losses
11, Federal income tax recoverable...............
12, Interest and other investment income due and accrued ........
13. R les from parent subsidiarics and affiliates ...
14. Eb ic data pr ing equip

15. Bquip fumiture and suppli

16.  Third party reimt i

17.  Assessments and penalties due and unpaid

(Schedul

AN I3

1B, Prepaid €XPEnses .............oovvviieieninciimierenncen st snssennsssssns s ss e srns | eeriee e
19.  Loans on person security, endorsed or not .
20. Aggregate write-ins for other than i JASSELS.......oono it e ?)D.Oéj e | s | s | e 20. QQ_I .......
2. Totals (Lines 1 through 20) ..o oo SANR,003 [ 80k .Q,ﬁﬂ.’ﬂ.hkﬁ.m

415,583
\0Q, e

DETAILS OF WRITE-INS AGGREGATED AT LINE 7 FOR INVESTED ASSETS
0701
0702
0703......
0704
070S. .
0798  Sumwrary of remaining wrie-ins for Line 7 from overflow page ....................

0799 Totak (Lincs 0701 through 0705 plus 079B)(Exhibit 1. Line 7)o
DETAILS OF WRITE-INS AGGREGATED AT LINE 10 FOR OTIHER THAN
NVESTED ASSETS

2002 LRANIDER . NAIDS. A RIS
2003....

2005

2098 Summary of renaining write-ins for Line 20 from overflow page
2099 Totsls (Lines 2001 through 2005 plus 2098)(Exhibit 1, Line 20)

EXHIBIT 2-ANALYSIS OF NON-ADMITTED ASSETS
Excluding Excess of Book Over Market (or Amortized) Values and Exhibit 1, Line 12, Colunin 3

Previous Year

Current Period

I 2 3
Change for Year
End of End of (Increase) or Decrease

(Column 1 minus Column 2)

1. UNCOllEcted PIEmUIUMS .......covermveurerireriennirieaetetets et sese et seses st s st ebe s sas s stssesssenssses s sessenons
2. Decposits in suspended depositorics, less estimated amount recoverable .......o.ovvvvviecviennn.
3. Equipment, fUmiture and SUPPHIES......c.cuueereveiuiectrieesensiereseesees oo esesess s et s eesene
4. Loans on personal sccurity, eNAOrSed OF NOL.....cuvvvvercveceieirieeeeicieees et ceseeeessesseessesaseesesssanaes
3. Third Parly reimbursements recCivable ..........o..ooeveviiiieveeeieieeeerceeet ettt et eene
6. Assessments and penalties duc and UnNPaid ..............coeecueeiveieeiienieieensereeeseteee et sees e
7. Prcpaid expenses ........oeoceeeevernrnnieennns

8. Aggregale writc-ins for asscts RO AAMINCd ......c.oiuriereeevcireierecienseee s sesseerenns
9. Total change (Column 3)(Carry to Page 4, Line 18).......ccoovinrierrinrreeresieeree s

ADMITTED

0898 Summary of remaining write-ins for Linc 8 from overflow page
0899 Totals (Lincs 0801 through 0805 plus 0898) (Exhibit 2, Linc 8)

DETAILS OF WRITE-INS AGGREGATED AT LINE 8 FOR ASSETS NOT




S.LMA. H. & W. Trust

STATEMENTASOF __ A -20-O L oFTHE

GENERAL INTERROGATORILES

(a) Where any of the stocks, bonds or other asscts of the MEWA loaned, placed under option agreement, or otherwise
made available for use by another person? (Exclude sccurities under securitics lending agreements.)

(b) If “yes”, pleasc give full and complete information relating thereto.

(a) Have any changes been made during the year of this statement in the charter, by-laws, articles of incorporation, or
deed of settiement of the MEWA?

(b) If"Yes", date of change:
If not previously filed, furnish herewith a certified copy of the instrument as amended.

Have there been any substantial changes in the organizational chart, managers, officers or Trustees since year end?
If “yes”, attach an explanation.

(a) If the MEWA is subjcct to a management agrecment, including third-party administrator(s), managing general
agent(s), attorney-in-fact, or similar agreement, have there been any significant changes regarding the terms of the
agreement or principals involved since the last filed statement?

(b) If “yes”, attach an explanation.

(a) Have any of the MEWA’s primary rcinsurance contracts been canceled since the last filed statement?

(b) if “yes”, give full and complete information thereto.

(a) What is the number of employer groups as of the current period?

(b) What is the number of cnrollees as of the current period?

S \RcLudeS  PAaemacus| SELE - TudDEDN & Wnmo LA\VES

Yes |

Yes |

Yes |

Yes |

Yes |

No [X]

No [ X1

No |.X]

No | >4

No [ X]

\2S

5,696



STATEMENT AS OF Y-30-00 OF THE S.LMA H. & W. TmS_t

OVERFLOW PAGE FOR WRITE-INS

PAGE 3 OVERFLOW WRITE-INS

Line 1 CLAIMS UNPAID:
Actuarial Estimated IBNR $1,177,808
Additional Shared-risk Coverage Liability $ 125,000

Additional Liability "Cushion" approved by BoT
(conservative approach taken, equal to 01Y/E amt.) $ 222175
_$1524.983

Eaaaa———————3

*** Simplified RFP's mailed to various actuaries on Oct. 17,2002 ***

PAGE 4 OVERFLOW WRITE-INS

% of
Line 1 PREMIUMS EARNED: Revenue
Fully-funded Coverage $3,244,196 58.68%
Shared-risk Coverage $2,284,058 41.32%
Total Premiums Earned $5,528,254 100.00%
% of
Line 3b ADMININSTRATIVE FEES: Revenue
Accounting/Audit Fees $ 39,017 0.71%
Actuarial Fees $ 5,991 0.11%
Banking Fees $ 293 0.01%
Collection Fees $ 9,887 0.18%
Legal Fees $ 88,222 1.60%
Insurance $ 4,625 0.08%
Licensing $ 1,000 0.02%
Association Dues $ 22908 0.41%
Printing $ 2,964 0.05%
CBG Admin Fees:
Fully-funded Coverage $ 441,368 7.98%
Shared-risk Coverage $ 345,889 6.26%
"Pass-through" Products $ 104,431 1.89%
Total CBG Admin Fees $ 891,688 16.13%

Total Administrative Fees $ 1,066,595 19.29%



SOUTH LORAIN MERCHANTS ASSOCIATION HEALTH &
WELFARE TRUST

INCOME STATEMENT ANALYSIS

BUDGET -VS- ACTUAL

SEPTEMBER 2002 YTD

Revenue:
Reported Variance: $-304,451 (-5.2%)
Revenue YTD remained lower than initially anticipated. A slow down in new group participation

for the first eight months of the year contributed significantly to the variance in revenue. New
group participation is anticipated to increase as the year progresses.

Underwriting Expenses:

Reported Variance: $-531,581 (-8.9%)

Net underwriting expenses YTD continue to be lower than initially anticipated. The decrease in
new participation enrollments and better than anticipated claims history is resulting in higher
underwriting margins.

Administrative Expenses:

Reported Variance: $ -28,400 (-2.6%)

Administrative expenses incurred remained slightly lower than projected. Lower than anticipated
administrative expenses earlier in the year were caused in part by a decrease in legal fees. TPA
administrative fees were also lower than anticipated due to the lower than expected revenues.
Accounting and audit fees remain higher than initially anticipated. The initial projection for
administrative fees is still believed to be an accurate overall estimate for the year.

Stop Loss Premiums (net of recoveries):

Reported Variance: $-24,337 (-3.8%)

Stop loss premiums paid, net of recoveries, remain lower than initially anticipated. The variance
for stop loss premiums paid is expected reverse as the year progressive due to the modification to
the Plan’s stop loss contract earlier in the year.



Investment Income/Expense:

Reported Variance: $ -431 (.7%)

Investment income earned by the Plan is slightly lower than initially projected but deemed
immaterial due to the amount relative to the overall projection.

Overall Results:

Reported Variance: $ 279,437
The YTD income remains higher than initially anticipated.

Increasing underwriting margins, “caps” on prescription coverage and better utilization of
networks contributed to net income over initially projected amounts. Hospital audit savings,
which is something that was implemented in 2002, has directly saved the Plan nearly $100,000
YTD.

Underwriting margins on ‘“shared-risk” coverage is significantly higher than anticipated and is
contributing to better than anticipated operating results.



SLMA Claim Liability 9/30/02

1 Pending, repriced 311,951
2 Paid 10/102 to 10/7/02 96,178
3 Unreported , formuia 60,001
4 Additional IBNR 476,093
5 Total Fully Funded 944,222
5 Excess groups 140,000
6 Excess TU 37,500
7 Margin 5.00% 56,086
8 Total Reserve 1,177,808
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Claim Reserve Test as of 9/30/02

SLMA
12/31/01  3/31/02 6/30/02

1 Paid after Valuation date, Incurred prior 1,184,666 591,848 673,759

2 Pending , repriced 53,986 83,938 141,202
3 Due & Unpaid 1,859 27,791 43,807
4 Additional Lag IBNR, formula 3,098 13.428 60,001
5 Additional IBNR 0 0 70,000
6 Excess groups Pending 9/30 0 46,667 93,333
7 Excess groups , payments 20,000 254,987 65,127
& ; Current Estimate 1,263,608 1,018,658 1,147,229
7 3B Original Reserve 1,368,648 1,234,781 1,165,462
s+ YA Surplus , (deficiency) 105,040 216,123  18.233
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