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(8 HEALTHAMERICA
T HEALTHASSURANCE

Coventry Health Care Plans

November 7, 2002

Mr. Terrance A. Miller

Office of Financial Regulation
Ohio Department of Insurance
2100 Stella Court

Columbus, Ohio 43215-1067

Dear Mr. Miller:

HealthAmerica Pennsylvania, Inc. d.b.a. HealthAssurance HMO is pleased to provide the
Quarterly Statement for the quarter ending September 30, 2002.

Also, included are copies of the various supplemental schedules as required by the Ohio
Department of Insurance for the quarter ended September 30, 2002:

1. Schedule K Surplus Notes (N/A)

2. Schedule L Summary of Transactions with Providers

3. Schedule Y, Part 2 Summary of Transactions with Affiliates

4. Report #4 Enrollment and Utilization Table (State of Ohio)

If you should have any questions or require additional information, please contact me at
(717) 541-5742 or Dane Kreiss at (717) 671-2411.

Sincerely,
T
Frank Chronister

Accountant — Regulatory Reporting

Enclosure

3721 TecPort Drive, PO Box 67103, Harrisburg, PA 17106-7103
800-788-6445 « 717-540-4260 » www.healthamerica.cvtycom

PA-9800H
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HEALTH QUARTERLY STATEMENT

AS OF SEPTEMBER 30, 2002
OF THE CONDITION AND AFFAIRS OF THE

HealthAmerica Pennsylvania, Inc.

NAIC Group Code 1137 1137 NAIC Company Code 95060 Employer’s ID Number 25-1264318
(Cwirent Period) (Prior Period)
Organized under the Laws of Pennsylvania , State of Domicile or Port of Entry Pennsylvania
Country of Domicile United States of America
Licensed as business type: Life, Accident & Health [ ] Property/Casualty [ ] Dental Service Corporation [ ]
Vision Service Corporation [ ] Other [ ] Health Maintenance Organization [ X ]
Hospital, Medical & Dental Service or Indemnity [ ] Is HMO, Federally Qualified? Yes [ X ] No{ ]
Incorporated 04/04/1974 Commenced Business 01/13/11975
Statutory Home Office Five Gateway Center , Pittsburgh, PA 15222
(Street and Number) (City or Town, State and Zip Code)
Main Administrative Office PO Box 67103, 3721 Tecport Drive
(Street and Number)
Harrisburg, PA 17106 800-788-6445
(City or Town, State and Zip Code) (Area Code) (Telephone Number)
Mail Address PO Box 67103, 3721 Tecport Drive , Harrisburg, PA 17106
(Street and Number or P.O. Box) ] (City or Town, State and Zip Code)
Primary Location of Books and Records PO Box 67103, 3721 Tecport Drive
{Street and Number)
Harrisburg, PA 17106 717-671-2411
(City or Town, State and Zip Code) (Area Cods) (Telephone Number)
Internet Website Address www.healthamerica.cvty.com
Statement Contact Dane J. Kreiss 717-671-2411
: (Name) (Area Code) (Telephone Number) (Extension)
dkreiss@cvty.com 717-541-5918
(E-mail Address) (FAX Number)
Policyowner Relations Contact Customer Service Organization, PO Box 67103, 3721 Tecport Drive
) (Street and Number)
Harrisburg, PA 17106 800-788-8445
(City or Town, State and Zip Code) (Area Code) (Telephone Number) (Extension)
OFFICERS
President Francis Samuel Soistman Jr. Secretary Nicholas Timothy Guarneschelli
Treasurer Stephen Richard Dengler
VICE PRESIDENTS
Dale Brian Wolf Shirley Ann Roquemore Smith Thomas Paul McDonough
John Joseph Stelben
. DIRECTORS OR TRUSTEES
Dale Brian Wolf Thomas Paul McDonough Alien Floyd Wise
Jan Heeke Hodges Francis Samuel Soistman Jr. Robert Addison Mathias Ph.D
Ronald Michael Robinson Eugene Frank Weaver Charles John Wallendjack M.D.
Stateof ... ... Pennsylvania. ...
SS
Countyof ... .. Dauphin.............ccceo.

The officers of this reporting entity, being duly sworn, each depose and say that they are the described officers of said reporting entity, and that on the

reporting period stated above, all of the herein described assets were the absolute property of the said reporting entity, free and clear from any liens or

claims thereon, except as herein stated, and that this statement, together with related exhibits, schedules and explanations therein contained, annexed or
_ referred to is a full and true statement of all the assets and, liabilities and of the condition and affairs of the said reporting entity as of the reporting period

stated above, and of its income and deductions therefrom for the period ended, and have been completed in accordance with the NAIC Annual Statement

Instructions and Accounting Practices and Procedures manual except to the extent that: (1) state law may differ; or, (2) that state rules or regulations
- require differences in reporting not related to accounting practices and procedures, according to the best of their information, knowledge and belief,
. respectively.

A INe

Francis Shmuel&oistman Jﬂ

President

M) Quchrai 1)
¢ Stephen Richard Dengler !
Treasurer

Subscribed and sworn to before me this
dayof (UC%. ,6 2002

Notarial Seal
John C. Eamest, !I, Notary Public
City of Harrisburg, Dauphin County
My mission Expires June 11, 2006




STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

ASSETS

Current Period Prior Year
1 2 3 4
Nonadmitted Net Admitted Net Admitted
Assets Assets Assets Assets
1. Bonds 126,668,878 126,668,878 109,383,904
2. Stocks:
2.1 Preferred stocks
2.2 Common stocks
3. Mortgage loans on real estate:
3.1 First liens
3.2 Other than first liens
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less
$ . .encumbrances).. a)
4.2 Properties held for the production of income
(less $ encumbrances)
4.3 Properties held for sale (less
$ encumbrances)
5. Cash ($ (7,726,263) ) and short-term investments
¢ 19,996,351 ) . 12,270,088 12,270,088 37,098,506
6. Other long-term invested assets
7. Receivable for securities
8. Aggregate write-ins for invested assets
9. Subtotals, cash and invested assets (Lines 1 to 8) 138,938,966 138,938,966 146,482,410
10. Accident and health premiums due and unpaid 21,326,908 21,326,908 15,412,228
11. Health care receivables ~ 642,606 642,606
12. Amounts recoverable from reinsurers 01 0 1,162,390
13. Net adjustment in assets and liabilities due to foreign exchange rates
14. Investment income due and accrued 1,787,452 1,787,452 1,486,996
15. Amounts due from parent, subsidiaries and affiliates 3,912,569 3,912,569 6,598,629
16. Amounts receivable relating to uninsured accident and health plans 92,867 92,867
17. Furniture and equipment 237,410 237,410 0
18. Amounts due from agents
19. Federal and foreign income tax recoverable and interest thereon (including
$ 3,310,297 net deferred tax asset) 17,122,175 11,286,410 5,835,765 4,104,205
20. Electronic data processing equipment and software. . 339,113 339,113 0
21. Other nonadmitted assets 183,609 183,609 0 (1)
22. Aggregate write-ins for other than invested assets 10,144,321 9,793,262 351,059
23. Total assets (Lines 9 pius 10 through 22) 194,727,996 21,839,804 172,888,192 175,246,857
DETAILS OF WRITE-INS
0801.
0802.
0803.
0898. Summary of remaining write-ins for Line 8 from overflow page
0899. Totals (Lines 0801 thru 0803 plus 0898) (Line 8 above)
2201. Prepaid expenses ..344 544 344,544 0 0
2202. Intagible assets 9,448,718 9,448,718 0 0
2203. Amounts due from prior owner of New Alliance. . 351,059 351,059 0
2298. Summary of remaining write-ins for Line 22 from overflow page
2299. Totals (Lines 2201 thru 2203 plus 2298) (Line 22 above) 10,144,321 9,793,262 351,059
(a)$ health care delivery assets included in Line 4.1, Column 3




STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $ . e reinsurance ceded) 73,765,223 3,973,187 77,738,410 59,109,406
2. Accrued medical incentive pool and bonus payments 17,945 17,945 538,054
3. Unpaid claims adjustment expenses 2,749,530 2,749,530 2.054 697
4. Aggregate policy reserves 366,298 ...366,298
5. Aggregate claim reserves
6. Premiums received in advance . . 8,558,017 8,558,017 15,024,647
7. General expenses due or accrued 9,897,243 ....9,897,243 9,294,236
8. Federal and foreign income tax payable and interest thereon (including
$ ..{291,512) on realized capital gains (losses) (including
$ ... netdeferred tax liability) . (291,512) (291,512) 1,009,941
9. Amounts withheld or retained for the account of others . 1,615 1,615 224,193
10. Borrowed money (including $ ) current) and
interest thereon $ (including
$ ) current)
11. Amounts due to parent, subsidiaries and affiliates ..... 1,422,769 1,422,769 5,381,922
12. Payable for securities 1,044,874
13. Funds held under reinsurance treaties with ($
authorized reinsurersand § . unauthorized
reinsurers)
14. Reinsurance in unauthorized companies
156.  Net adjustments in assets and liabilities due to foreign exchange rates
16. Liability for amounts held under uninsured accident and health plans (1,347,254) (1,347 ,254) 401,947
17. Aggregate write-ins for other liabilities (including $
current) ... b ..34,492 510 34,492,510 .31,514 681
18  Total liabilities (Lines 1 to 17) 129,632,384 3,973,187 133,605,571 125,598,598
19. Common capital stock XXX XXX 5 5
20 Preferred capital stock XXX XXX
21. Gross paid in and contributed surplus . . XXX XXX 2,888,585 2,888,585
22. Surplus notes XXX XXX
23. Aggregate write-ins for other than special surplus funds XXX XXX
24. Unassigned funds (surplus) XXX XXX 36,394,031 46,759,669
25. Less treasury stock, at cost:
251 shares common (value included in Line 19)
$ ) XXX XXX
25.2 . shares preferred (value included in Line 20)
$ . ) XXX XXX
26. Total capital and surplus (Lines 19 to 25) XXX XXX 39,282,621 49,648,259
27. Total liabilities, capital and surplus (Lines 18 and 26) XXX XXX 172,888,192 175,246,857
DETAILS OF WRITE-INS
1701. Due to capitated providers ...241,5710 241,570 327,504
1702. Office of personnel management reserve 30,768,519 30,768,519 27,033,568
1703. Restructuring Liability 0 0 206,224
1798. Summary of remaining write-ins for Line 17 from overflow page 3,482 421 3,482,421 3,947,385
1799. Totals (Lines 1701 thru 1703 plus 1798) (Line 17 above) 34,492,510 34,492,510 31,514,681
2301. CXXX XXX
2302. XXX XXX
2303. XXX XXX
2398. Summary of remaining write-ins for Line 23 from overflow page XXX XXX
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 above) XXX XXX




STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

CAPITAL AND SURPLUS ACCOUNT

Current Y;ar to Date Pn'orzYear
CAPITAL AND SURPLUS ACCOUNT:
31. Capital and surplus prior reporting period . ... 49 648,259 42,094 684
GAINS AND LOSSES TO CAPITAL & SURPLUS:
32. Netincome or (loss) from Line 30 14,509,001 16,276,704
33.  Change in valuation basis of aggregate policy and claim reserves
34. Netunrealized capital gainsand losses ... ... .. . . oo e
35.  Change in net unrealized foreign exchange capital gain or (loss)
36. Change in net deferred income tax 464 174 9,940,252
37. Change in nonadmitted assets . . (5,338,813) (10,855,663)
38. Change in unauthorized reinsurance
39. Change in treasury stock
40. Change in surplus notes
41. Cumulative effect of changes in accounting principles 0 4,192,282
42, Capital Changes:
42.1 Paid in
42 .2 Transferred from surplus (Stock Dividend)
42 .3 Transferred to surplus
43.  Surplus adjustments:
43.1 Paid in
43.2 Transferred to capital (Stock Dividend)
43.3 Transferred from capital
44.  Dividends to stockholders . . ... (20,000,000) (12,000,000)
45, Aggregate write-ins for gains or (losses) in surplus
46. Net change in capital & surplus (Lines 32 to 45) (10,365,638) 7,553,575
47. Capital and surplus end of reporting period (Line 31 plus 46) 39,282,621 49,648,259
DETAILS OF WRITE-INS
A501. e
4502. L
4503.
4598. Summary of remaining write-ins for Line 45 from overflow page
4599. Totals (Lines 4501 thru 4503 plus 4598) (Line 45 above)
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STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

NOTES TO FINANCIAL STATEMENTS

Accrued audit fees 0 0 0

Accrued bonuses 31,246 31,246 0

Write off of business expansion 0 0 0

costs

Incurred business expansion 0 0 0

costs

Reorganization 72,178 72,178 0

charges

IRC Section 481 adjustment 0 0 0

Accrued legal fees 87,408 178,942 (91,534)

Gain share reserve 66,048 66,048 0

Miscellaneous 128,204 0 128,204

reserve

Reinsurance 610,220 585,902 24,318

reserve

OPM contingency/accrual 3,490,740 3,490,740 0

Charitable 0 0

contributions

Risk sharing 0 0 0

liability

Interest expense on surplus notes 0 0 0

AHERF reserves | 0 0 0

Accrual to market discount 0 0 0

Plan BANKR reserved at 0 0 0

corporate

RAR adjustments 0 0 0

Stat to gaap 0 0

adjustment

Non-accruable 0 0 0

revenue

Retention bonus 0 0 0

Deferred 311(B) sec. 197 0 0 0

goodwill

Sale of CSC 1% interest in CMS 0 0 0

Incurred business expansion costs 0 0 0

- BR/QC

Unrealized (gain) 0 0 0

loss

Health Majority 1,629,129 1,629,129 0

Interest

Section 338 Asset Write-Up 0 0 0
| 0 0 0

Sec. 382 net operating loss 0 0 0

Nonadmitted 3,693,688 2,262,348 1,431,340

assets

Total deferred tax assets 14,892,505 14,180,075 712,430
Nonadmitted deferred tax assets (11,286,410) (10,037,142){ | (1,249,269)

Admitted deferred tax 3,606,095 4,142,933 (536,839)
assets
Deferred Tax
Liabilities:

Total deferred tax liabilities 295,798 47,542 248,257
Net admitted deferred tax asset 3,310,297 4,095,392 (785,095)
The change in net deferred income taxes is comprised of the following (exclusive of
nonadmitted assets):

September 30,| | December 31,{ Change

2002 2001

Total deferred tax 14,892,505 14,180,075 712,430
assets
Total deferred tax liabilities 295,798 47,542 248,257
Net deferred tax 14,596,707 14,132,534 464,173
asset
Tax effect of unrealized 0
gains(losses)
Change in net deferred income 464,173
tax

10.1




STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

NOTES TO FINANCIAL STATEMENTS

Stat to gaap 0
adjustment
Non-accruable 0
revenue
Retention bonus 0
Deferred 311(B) sec. 197 0
goodwill
Sale of CSC 1% interest in CMS 0
Incurred business expansion costs 0
- BR/QC

0
Goodwill (496,513)
Adjustment
Non-Admitted Assets Acquired (2,675,891)
from New Alliance
Sec. 382 net operating loss 0
Nonadmitted 1,431,340
assets
Total Statutory income taxes 2,913,314

I
Federal income taxes incurred 2,449,141
Change in net deferred income 464,173
taxes
Total Statutory income taxes 2,913,314
e, Amount of net loss carryforwards available to offset future taxable income (from the
current year:

None - The tax benefit of any current and prior operating losses has been realized as a result
of the intercompany tax allocation agreement with the parent.

2 Amount of federal income taxes incurred in the current year and each preceding year
that are available for recoupment in the event of future losses:

2002 2,913,314

2001 8,879,929

2000| 5,073,157

f. 1. The Company's taxable income or loss is included in the consolidated federal income
tax return of its parent company,

Coventry Health Care, Inc. The names of the entities with
whom the Company's

federal income tax return is currently consolidated are included on page 20 of
this Statement

(Schedule Y).

2. The method of tax allocation between the companies is subject to written agreement
approved by

management of the respective companies. The tax allocation agreement with the Parent is
based upon

separate return calculations with the current credit for the tax benefit of net losses or current
charge for

taxes incurred on net income. Intercompany tax balances
are settled monthly.

17c. Wash Sales

The Company had no wash sales during the current quarter.

10.3
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15.5

STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since the prior year end unless otherwise noted.)

INVESTMENT

Has there been any change in the reporting entity's own preferred or common stock? . ...

If yes, explain:

Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available
for use by another person? (Exclude securities under securities lending agreements.) . ... .

If yes, give full and complete information relating thereto:

Amount of real estate and mortgages held in other invested assets in Schedule BA: ... ... USRI - $

Amount of real estate and mortgages held in short-term investments: T . . $

Does the reporting entity have any investments in parent, subsidiaries and affiliates?
If yes, please complete the following:

1 2
Prior Year-End Current Quarter
Statement Value Statement Value
Bonds . . ..
Preferred Stock
Common Stock . ..
Short-term Investments ...
Mortgages, Loans or Real Estate ...
All Other . [T e
Total Investment in Parent, Subsidiaries and Affiliates (Subtotal Lines 13.21
to 13.26) . . e . . .
Total Investment in Parent included in Lines 13.21 to 13.26 above
Receivable from Parent not included in Lines 13.21 to 13.26 above

“ NN R KRR
L R R AANANY

Does the reporting entity have any hedging transactions reported on Schedule DB?

if yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity’s offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1 - General, Section IV.H - Custodial or Safekeeping Agreements of the NAIC
Financial Condition Examiners Handbook? . U L P .

For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1 2
Name of Custodian(s) Custodian Address
740 15th Street
N¥ 3rd Floor
Custodial - First Union National Bank . Washington, DC 20005

For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
location and a complete explanation:

1 2 3
Name(s) Location(s) Complete Explanation(s)

Have there been any changes, including name changes in the custodian(s) identified in 15.1 during the current year?

If yes, give full and complete information relating thereto:

1 2 3 4
Old Custodian New Custodian Date of Change Reason

Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3
Central Registration Depository Name(s) Address
185 Asylum Street
City Place |1
NASD 1512 . conning .. ... ..|Hartford, .CT.06103-4105 ...

Pond View Corporate Center
76 Patterson Park Road

105900 . New England Asset Management. . |Farmington, CT 06032
225 Nater Street
Suite 500
104594 o . |Evergreen Jacksonvilie, FL 32202 . .

12

Yes [ ] No [X]

Yes [ ] No [X]

Yes [ ] No [X]

Yes [ | No [X]
Yes [ ] No [ ]

Yes [X] No [ ]

Yes [ ] No [X]



8l ¥6¢ 9EI

62259991

099°€LE ¥hi

896°¥19° 9y}

6v8° 5.

268 119'YL

¢50°L4C9L

099°E1E v¥)

300)S paLajaid pue spuog [Bl0L

St

3O0)S pausjaid [EjoL

4

9 SSe|D
G sse|D
¥ sSe|D
‘‘‘‘‘ . € SSe|D
¢ Sse|D

{ sse|d

MOO0LS 3yAIJUd

€l

z

L

0}

68l ¥6E"9E!

622°G99'9¥L

099°¢1e vl

896'719°9v!

678" /5.

TEE 119'0L

250°129L

099°ElE ¥Y)

spuog [ejoL

y10'20L'S
L21°269° 0L

0

0
SE0' Py LT
6l 152" Gh)

000° 05!

00y 8p
v96'LL'E
96C EpL 0Pl

966°092' S
TL6'ESE Il

65906

021
{621°04)
(w6 2p0)

599 %50 L

0/9'65
008" Lv6'}
1076191,

260" LT 9L

00005}

00" 8y
¥96'1L6°€
962 tpL 0P

e
g sse1d
)
g sselo
zssen

| SSe|D

sanNosg

13 Joud
L€ Jaquiadsq
aniea
wswaels
8

JaeNnD i1
jo puzg
anteA

wawalels
i

J3peny puodas
opuz
anjep
Juawalels
9

Jauenp s
jopu3
anjeA

JuaWABIS
S

Japenp aun) buung
Auanoy
Buiped ) -UON

14

Jauenp waun) buung
suonisodsig

€

Jayenp aungd buung
suonisinboy

14

Jauenp auny Jo
Buiuuibag
anjeA
juawalels
l

sse|D buney AQ %20)S paliajaid pue spuog |[e Joj JapenD juaund ay) buung
Ananov bujpesj-uon pue suogisodsig ‘suopisinbay auy buimoyg

gl 1dvd - a31na3HOsS

*ou| ‘ejueAjAsuuad esudwyyleaH IHL 40 Z00Z ‘0 ¥IGNILd3S 40 SV INJWILVLS

14



STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

Schedule DB - Part F - Section 1

NONE

Schedule DB - Part F - Section 2

NONE

Schedule S

NONE

16,17, 18
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STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

OVERFLOW PAGE FOR WRITE-INS

MQO03 Additional Aggregate Lines for Page 03 Line 17.

*LIAB

1704. Refund Liability o . . 1,478,130 1,478,130 2,537,686
1705. Other Liabilities - Long Term ... . - L B SO & B2 T4 ~.935,000
1706. Abandon property liability i 456,368 | . 456,368 474,699
1707. Accrued Acquisition Costs ... .. 116,682 . 776,682 0
1797. Summary of remaining write-ins for Line 17 from Page 03 3,482,421 3,482,421 3,947,385
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STATEMENT AS OF SEPTEMBER 30, 2002 OF THE HealthAmerica Pennsylvania, Inc.

SCHEDULE E - PART 1 - CASH

Month End Depository Balances

r 1 2 3 4 Book Balance at End of Each 8
Month During Current Quarter
Amount of Amount of 5 6 7
Interest Interest
Received Accrued at
Rate During Current
of Current Statement
Depository Interest Quarter Date First Month Second Month Third Month *
¥ellon Bank - Concentration — Pittsburgh, Pennsylvania . 1.768 70,332 12,950 (1,632.123) 380,667 ... (7,686,471)
BB&T IS Charleston, West Virginia 0.900 12121 ... 1 ... 116,088 449 352 (105,759)
Philadelphia,
First Union Pennsyltvania L1720 R . L .
PNC Advisors .. ... ....Erie, Pennsylvania 150 1. . 172 62,971 63,017 63,017
0199998  Deposits in . depositories which do
not exceed the allowable limit in any one depository

(See Inslructions) - Open Depositories XXX XXX
0199999 Totals - Open Depositories XXX 71,716 12,950 (1,453,064) 893,036 (7,729, 213) | XXX
0399999 Total Cash on Deposit XXX 71,716 12,950 {1,453,064) 893,036 (7,729, 213) | XXX
0499999 Cash in Company's 0ffice XXX XXX XXX 2,950 2,950 2,950 [ XXX
0599999 Total Cash XXX 71,716 12.950 (1,450, 114) 895,986 (7.726,263) | XXX

EO8



