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ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

ASSETS
e BONAS et e e et e i ea e ae et
b 1o oi << JOUTRUU TP UP ORISRt
2.1 Preferred STOCKS ....oouvniiiiie e e
2.2 COMMON SIOCKS. ...t ittt ettt r s a e e aaees
3. Mortgage loans on real estate
4. Realestate, less $.........cc...oonn
5. CollAteral 10AMS. ... .vee et e
6.1 Cashonhand and ON deposit..........couiriiiiiiiii e
6.2 Short-term INVESIMENIS. ... .ot eee e
7. Aggregate write-ins for invested assets.........ceii
7a. Subtotals, cash and invested assets (Lines 110 7) oo
8. Premium due and UnPaid ..........coccoiriiiiiii et e

9. Funds held by or deposited with reinsurance companies
10. Reinsurance recoverables on loss and loss adjustment payments ....................
10.1 Reinsurance recoverable on unpaid 10SSeS.........cccoovviiiiiiins cviieenninnee e
11. Federal income tax recoverable.. ...

12.
13.
14.
15.
186.

Interest and other investment income due and accrued ...

Receivable from parent, subsidiaries and affiliates

Electronic data processing equUIpMENt............cooveiniiini s

Aggregate write-ins for other than invested assets
TOTALS (Lines 7A through 15)

1
December 31, 2002

2
December 31, 2001

4,990
1,132,316

760,141

(2,346)

DETAILS OF WRITE-INS AGGREGATED AT LINE 7 FOR INVESTED ASSETS
0701 Unamortized Bond DiSCOUNt. ..ottt

0798 Summary of remaining write-ins for Line 7 from overflow page..........................

0799 Totals (Lines 0701 through 0705 plus 0798)(Page 2, Line 7)

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

1598 Summary of remaining write-ins for Line 15 from overflow page......................

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

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



ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

LIABILITIES, SURPLUS AND SPECIAL FUNDS

=y

Claims unpaid (Part 2A, Col. 4, LINE 5) ........coiiiiiii ettt ettt
Unpaid claims adjustment expenses (Part 3, Line 22b, Col. 2} ...t
Unearned premiums (Part 1, Line 5, Col 8) ..ot e

Unearned investment income (Part 4, Line 9, Col. 4) ..........ocioiiiiiiiiiiiie et

LA I A

(a) Taxes, licenses and fees due or accrued (excluding Federal income taxes) ................c.cccocve i,

(b) Federal income taxes (Including $ net deferred tax liabilities) .....................

(c) Stop loss, excess, or reinsurance premium due and UNPaid ............cccoooiriiii
(d) Other expenses dUE OF ACCTUEH .............oceiiiiiiiiieie ettt ettt b s sttt neans
Premium deposits made by applicants rejected or not as yet accepted as members or subscribers ........

Borrowed money $............ooooiiii and interest thereon §

Amounts withheld or retained for account of others.

© © N o

Stop loss, excess, or reinsurance received but notyetdue...............ccoo
. Provision for unauthorized reinSUrante ... e
11. Aggregate write-ins for other liabilities ...
Total liabilities (LINes 110 1) ... e

SURPLUS AND SPECIAL FUNDS

12.

B3 SUIPIUS Lo

14. Aggregate write-ins for surplus and special funds.................coi
15. Total (Line 13 plus Line 14; Page 4, Line 21) ... e
16. TOTALS (Lines 12 plus 15)

1
December 31, 2002

309,000

2
December 31, 2001

306,000

351,391

787,495

787,495
1,138,886

345,472

649,273

649,273
994,745

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

1198. Summary of remaining write-ins for Line 11 from overflow page ...

1199. Totals (Lines 1101 through 1105 plus 1198)(Page 3, Line 11)

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

FAOS. e

1498. Summary of remaining write-ins for Line 14 from overflow page ...

1499, Totals (Lines 1401 through 1405 plus 1498)(Page 3, Line 14)




ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

UNDERWRITING AND INVESTMENT EXHIBIT

UNDERWRITING INCOME

1. Premiums earned (Part 1, Line 5, Col. 9)

2. Claims incurred (Part 2, Line 5, Col. 5)
3. Expenses incurred (Part 3, Line 21, Col. 2, 3, 4):
(a) Claim adjustment
(b) Administrative
(C) SOHCHING.......eceie i e e et e
4. Individual stop loss, excess, or reinsurance expense (Net of incurred Recoveries) ..
5. Aggregate stop loss, excess, or reinsurance expense (Net of incurred Recoveries)
5A Aggregate write-ins for underwriting deductions

6. Total underwriting deductions (Lines 2 through 5) . 1,821,006 2,038,973
7. Net underwriting gain or (loss)(Line 1 minus Line 6) 64,530 (174,427)
INVESTMENT INCOME
8. Net investment income earned (Part 4, Line 14, Col. 8) ......c.ccooveviiieiinnennn. 43,696 56,318
9. Net realized capital gains or (losses) (Part 4A, Line 10, Co!. 6) 814 (405)
10. Net investment gain or (1085) (Line 8 PIUS LiNe 9)........coccvmiriiiiiiiiiiiicieeeeieee et 44 510 55,913
OTHER INCOME

11. Aggregate write-ins for other INCOMEe........ ... e, - -

12. Net gain or (loss) before federal income taxes (LiNes 7 + 10 +11) ......ocoiirvneienineeriis e 109,040 (118,514)
13. Federal income taxes iNCUITE .......... ..ottt e et e et ee e et e anesanaeinanerennnes | eereresaieenessnsemnenseriees | svrentmrnreraneniornecosenssn
14. Net gain or (loss) (to Line 16) (Line 12 minus Line 13) (118,514)

SURPLUS AND SPECIAL FUNDS
15. Surplus and special funds December 31, previous year (Page 4, Line 21, Col. 2)........................... 649,273 753,564
GAINS AND (LOSSES)

16. Net gain or (1058) (from Line 14).........oo it 109,040 (118,514)
17. Net unrealized capital gains or (losses) (Part 4A, Line 11, Col. 8).........ccoooovvevieeeeecenivieeeeeeene 36,517 14,223
18. Change in non-admitted assets (Exhibit 2, Lin€ 9, COL 3) .ooovoeiiiiiiiiiiiiecee e en e (7,336) -

19. Aggregate write-ins for changes to surplus and special funds..................ccocoini s - -

20. Change in surplus and special funds for the year (Lines 16 through 19) .........ccccceooviriiireen . 138,221 (104,291)
21. Surplus and special funds December 31, current year (Line 15 plus Line 20) 787,494 649,273

1 2
2002 2001
1,885,536 1,864,546
1,545,859 1,653,379

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

1198 Summary of remaining write-ins for Line 11 from overflow page.......................
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

1998 Summary of remaining write-ins for Line 19 from overflow page......................coooviiie.
1999 Totals (Line 1901 through 1905 plus 1998) (Page 4, Line 19)
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ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2-CLAIMS PAID AND INCURRED

1 2 3 4 5
Line of Business Claims Paid Claims Unpaid Claims Unpaid Claims
Current Year Previous Incurred
(Col. 4, Part 2A) Year (Cols. 2+3-4)
1. Hospital/Medical .............ccoceeeeminnannnnn.. 1,108,737 244,000 227,400 1,125,337
2. Medical ....ccccemnrmeeiineeiiiree e, - - - -
3.Dental.......o 129,548 30,300 26,400 133,448
4. Other 304,574 34,700 52,200 287,074
5. Totals 1,542,859 309,000 306,000 1,545,859
PART 2 A-CLAIMS UNPAID
1 2 3 4
Line of Business Reported Claims Estimated Total
in Process of Incurred But Claims
Adjustment Unreported Unpaid
1. HospitalMedical ...l 244,000 - 244,000
2. Medical ..cocoeieirie -
3.0ental.e 30,300 - 30,300
4. Other ... 34,700 - 34,700
5. Totals .............co..o 309,000 - 309,000
PART 2B-ANALYSIS OF CLAIMS UNPAID-PREVIOUS YEAR
6 7
Claims Paid Claims Unpaid as of Total Claims Estimated Liability
Year to Date Current Period Incurred on Unpaid Claims

to December 31

as of December 31

1 2 3 4 5 of Current Year 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 Year| Incurredin [During the Year| (Columns 2 + 4)
Line of Business of Current Year Prior Years
1. Hospital/Medical ......... 228,289 880,448 - 244,000 228289 | ...
2. Medical ... | e -
3. Dental.......ccocceeininnl 26,674 102,874 - 30,300 26,674 ...
4.0ther ...occevevveeeennnnn. 62,712 241,862 - 34,700 62,7121
5 Totals................... 317,675 1,225,184 - 309,000 3176751 ...

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




ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3-ANALYSIS OF EXPENSES

Incurred Expenses

1 2 3 4 5 6
Claim Adjustment | Administrative Soliciting Investment Total

1o Advertising ... | e L i -
2. Boards, bureaus and assoCiations ................cccocorcccncnicnes | overeeeiieeiiiiiis b oo -
3. Balanies ..o | e | e -
4. Employee relations and welfare......................ccoooceoicci | vovneeiviiii | i e -
5. Insurance, except on real estate -
6.  Travel and travel items -
7. Rent and rent items, including $ for -

occupancy of own buildings, less $............ -

received under sublease.. -
8. Equipment -
9. Printing and stationery ... e | 18887 18,587
10. Postage, telephone and telegraph, exchange and express.........| .....oooovcvvvcvvires | eoveeeveeeecciii o b -
T Legal.. e | e | e | e b -
12.  Auditing, actuarial and consulting services.............ccoceevvceees| oo I 83898 | 83,698
13. Taxes, licenses and fees: -

(a) State and local insurance taxes.............cccecvvevevevvevernervccn]  eovninieniinnein A oo -

(b} Insurance department licenses and fees.................ooee| e b -

(€) Payrol Taxes........cooooovimniiiiinincceincreneee | oo | -

(d) Other (excluding federal income and real estate)...............| ....ocoooeiii. 7526 | e | e 7,526

(e) Total taxes licenses and fees (a+b+c+d) - 7,526 - - 7,526
14. Realestate expenses...................oooooiiiiiiciiiiinainncnacnces | e | i e -
15. Realestatetaxes...................ooooed i | i e -
16. Service company expenses 101,651 | .o | 101,651
17.  Financial administrtor expenses...............ccooovnnvvvnen | | -
18. Board oftrustees expenses................c.ccccvvieeininennncnns | -
19.  Fidelity bond expenses...................oocoooniiiiiicincns | v e -
20. Aggregate write-ins for other expenses....................coceeeceis | oeneenviiieii oo e b -
21. Total expenses incurred - 211,462 - - 211,462
22. General expenses unpaid: -

(a) General expenses unpaid December 31, previous year...... - - - - -

{b) General expenses unpaid December 31, current year......... - - - - -
23. Expenses paid (21+228-22).........ccccoceiimiriiiiiiiiiiiieeen - 211,462 - - 211,462
DETAILS OF WRITE-INS AGGREGATED AT LINE 20 FOR OTHER EXPENSES

2 3 4 5 6

200t....
2002....
2003....
2004....

2089 Totals (Lines 2001 through 2005 plus 2098)(Part 3, Line 20)




ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

UNDERWRITING AND INVESTMENT EXHIBIT
PART 4-INTEREST, DIVIDENDS AND REAL ESTATE INCOME

1 2 3 Received in Advance Oue and Accrued 8
Collected During Year 4 5 6 7 Eamed During
Less Paid For Year {Cals. 3-4 +
Schedule| Accrued an Purchases | Current Year Previaus Year Current Year Previous Year 5+6-7)
1. Government Bongds ...............coocvcveiiiceinns D 42347 | oo e b 42 347
1.1. Other Bonds (unaffiliated) D*
1.2. Bonds of affiliates ........... . D*
2.1. Preferred stocks (unaffiliated).. b
2.11. Preferred stocks of affiliales D
2.2. Common stacks (unaffiliated D
2.21. Common stocks of affiliales . D
3. Mortgage loans. ... Bt
4. Reatestate ... A§
5. Collateral loans Cc
6.1. Cash on hand and on depaosit E 1,349 1,349
6.2. Shori-term investments ............ DA**

7. Financial options and futures
8. Aggregate write-ins for investment income. ...

43,696

9. TOTALS 43,696

10. Total investment expenses incurred (Part 3, Line 21, Col. 5).

11. Depreciation on real estale... e ITUUSIUROTTRSTURI

12. Aggregate write-ins for other deductlons

LI T e =TI =T o o OO O e PP -
43,696

14. Net Investment Income Eamed {Line 9 minus Line 13)(!0 Page 4, Line 8)

*Includes §...
1 Includes $...

. accrual of discount less $ ...
.. accrual of discount fess § .

... amorlization of premiu

. amortization of premium § Includes $
1 Admitted ilems only. State basis of exclusions for corporation’s occupancy of it's own buildings

m ** includes $..

accrual of discountiess $................ amontization of premivm
.. for corporation’s accupancy of it's own buildings

DETAILS OF WRITE-INS AGGREGATED AT LINE 8 FOR INVESTMENT INCOME

1

2

3

0801....
0802.
0803....
0804.
0805.
0898 Summary of remaining write-i
Line 8 from overflow page ...
0899 Totais (Lines 0801 through 0BOS plus
0898 (Part 4, Line B)

DETAILS OF WRITE-INS AGGREGATED AT LINE 12 FOR|

NVESTMENT INCOME

1201....
1202...
1203....
1204,
1205....
1298 Summary of remaining write-ins for
Line 12 from overflow page
1299 Totals {Lines 1201 through 1205 plus
1298 (Part 4, Line 12)

PART 4A-CAPITAL GAINS AND (LOSSES) ON INVESTMENTS

1 2 3 4 5 6
Net Gain or (Loss) from
Profit on Sales Loss on Sales Increases by Decreases by Change in Difference Total

or Maturity or Maturity Adjustment Adjustment Between Book and {Net of Cols. 1 1o 5 incl.}
in Book Value | in Book Value Admitted Values {1-2+3-4+5)
1 Government Bonds .......... 278 48,437 19,256 7.336 37,331

11
12
21
2.1

Other bonds (unaffiliated).
Bonds of affiliates
Preferred stocks (unaffiiialed
Preferred stocks of affiliates ...
2.2 Common stocks {unaffiliated)......
2.21 Common stocks of affiliates .
3. Mortgageloans .................
4. RealEstale ...
5.  Collateral loans ...
Cash on hand and on deposil
Short-lerm investments .
7. Financial options and futures ...

8. Aggregate write-ins for capital gains
and (losses) ................

9. TOTALS 1.092 278 48,437 19,256 7,336 37331

{Distribution of Line 9, Col. 6)
10. Net realized capital gains or {losses)* (Page 4, Line 9)}{Col. 1 -2, Line 9)... 814
11, Net Unrealized capital gains or (losses)* (Page 4, Line 17)(Cols. 3-4 + 5, L|ne 9) 36,517
* Attach statement or memorandum explaining basis of division. $Excluding § ... .. depreciation or real estale included in Part 4, Line 11
DETAILS OF WRITE-INS AGGREGATED AT
LINE 8 FOR CAPITAL GAINS AND {LOSSES)

1 2 3 4 5 6

0801,
0802......cc.......
0803......
0804..
0805...
0898 Summary of remalnmg wrne -ins 1or Lme B
from overflow page......
0899 Totals (Lines 0801 Ihrougn 0805 plus 0898
{Pan 4A, Line 8)




ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

EXHIBIT 1-ANALYSIS OF ASSETS

Ledger Assets

1 2
Non-Ledger Including
Excess of Market
(or Amortized)
Over Book Values

3
Assets Not Admitted
Including Excess of Book
Over Market
(or Amortized Values)

Net Admitted Assets
{Cols. 1+2-3)

—

Bonds (Schedule D)
2. Stocks (Schedule D):
2.1 Preferred stocks
2.2 Common stocks
3. Mortgage loans on real estate (Schedule B):
(a) First liens
(b} Other than first liens...
4. Real estate, less encumbrances (Schedule A) ...
5. Collateral loans (Schedule C)
6.1 Cash on hand and on deposit:

(b) Cash on deposit (Schedule E)
6.2 Short-term investments (Schedule DA) ..
7. Aggregate write-ins for invested assets.
7A. Subtotal, cash and invested assets
8. Premium due and unpaid
9. Funds held by or deposited with reinsurance companies...
10. Reinsurance recoverabies on loss and loss adjustment payments

(Schedule S, Col. 1)
10A. Reinsurance recoverable on unpaid losses
11. Federal income tax recoverable ....................
12. Interest and other investment income due and accrued
13. Receivables from parent subsidiaries and affiliates ...
14. Electronic data processing equipment
15. Equipment, furniture and supplies
16. Third party reimbursements receivable.
17. Assessments and penalties due and unpaid..
18. Prepaid expenses
19. Loans on person security, endorsed or not
20. Aggregate write-ins for other than invested assets .

(a) Cash in company's BffiCe ..............ccovvveioieieieieeeeeree e

170,195 0
912,415 44,716
4,990 0
1,087,600 44716
0 0

0

170,195
957,131
4,990
1,132,316

0702 ...
0703 .
0704 .
0705 .

0798 Summary of remaining write-ins for Line 7 from overflow page..
0799 Totals (Lines 0701 through 0705 plus 0798)(Exhibit 1, Line 7) .

21. Totals (Lines 1 through 20) 1,094,170 44,716 - 1,138,886
DETAILS OF WRITE-INS AGGREGATED AT LINE 7 FOR INVESTED ASSETS
0701 Bond Premium 4,990 - - 4,990

DETAILS OF WRITE-INS AGGREGATED AT LINE 20 FOR OTHER THAN
INVESTED ASSETS

2001 .
2002 .
2003 ..
2004 ..

2099 Totals (Lines 2001 through 2005 plus 2098)(Exhibit 1, Line 20)

2098 Summary of remaining write-ins for Line 20 from overflow page.........

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

e 12, Column 3

End of
Previous Year

2

End of
Current Period

3
Change for Year
(Increase) or Decrease
{Column 1 minus Column 2)

Uncollected premiums .........ccccoeeiocviiinenn,

Loans on personal security, endorsed or not ...
Third Party reimbursements receivable
Assessments and penatties due and unpaid ...
Prepaid expenses
Aggregate write-ins for assets not admitted
Total change (Column 3)(Carry to Page 4, Line 18) .

oONOOCOAON >

Deposits in suspended depositories, less estimated amount recoverable.
Equipment, furniture and supplies ...........ccocveveeiiiiiii e

4,990
XXX

DETAILS OF WRITE-INS AGGREGATED AT LINE 8 FOR ASSETS NOT ADMITTED
0801 Bond Premilm. ...

0802...
0803...
0804. ..
0805..

0898 Summary of remalnmg write-ins for Line 8 from overflow page...............

0899 Totals (Lines 0801 through 0805 plus 0898) (Exhibit 2, Line 8)

4,990

(7.336)




ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

GENERAL INTERROGATORIES

1. Does the MEWA own any securities of a real estate holding company or otherwise hold real estate indirectly?

2 Did any person while an officer, or trustee of the MEWA receive directly or indirectly, during the period covered by this statement any commission on the business
transactions of the MEWA?

3. Has the MEWA an established procedure for disclosure to it’s board of trustees of any material interest or affiliation on the part of it's officers, trustees or responsible
employees that is in or is likely to be in conflict with the official duties of such person?

4. (a) Was money lent during the year to any officer, or trustee of the MEWA?

(b) If “Yes", give detailed explanation of each loan:

5. {a) Are there any loans outstanding at end of year to any officer, or trustee of the MEWA?

(b) If "Yes", give detailed explanation of each loan:

6. Were all the stocks, bonds and other securities owned December 31 of current year, over which the MEWA has exclusive control, in the actual possession of the MEWA
on that date?

7. Have all private placement investments that were the subject of renegotiation or modification of their terms during the year been disclosed to the Securities Valuation
office of the NAIC with full details as to the provisions renegotiated or modified?

8. Have filings been made with the Securities Valuation office of the NAIC in fon with acquisition and disposition of securities as required
by Section 8 of the Valuation Procedures and Instructions for Bonds and Stocks?
9. (2) Were any of the stocks, bonds or other assets of the Trust owned at December 31, of the current year NOT exclusively under the control of the MEWA?
(b) If "Yes", state the t thereof at D ber 31, of the current year:
(i) lent to others
(ii) subject to reverse repurchase agreements
(iii) subject to dollar repurchase agreements
(iv} subject to reverse dollar repurchase agreement
v) pledged as collateral
vi) placed under option agreements
(vii) letter stock or other securities restricted as to sale

(viii) other
(<) For categories [ and ii above, and for any other securities that were made available for use by another person during the year covered by this statement, give full and com

(d) For each category above, if any of these assets are held by others, identify by whom held.

@) ¥).
(i) )
(i) (vil)
(iv) (viii),

10. (a) What was the number of employer groups as of December 31, 20027

(b) What was the number of enrollees as of December 31, 20027

11. What official supervised the making of this statement? Robert L. Hood, Plan Attorney

12. Is the purchase or sale of all investments of the MEWA passed upon either by the Board of Trustees or by a subordinate commitiee thereof?
13. Does the MEWA keep a permanent record of the proceeding of its Board of Trustees and all subordinate committees thereof?

14. (a) State as of what date the latest regulatory financial examination of the MEWA was made or is being made: June 2002
(b) By what departments? Ohio Department of Insurance

15. In what states is the MEWA authorized to provide health benefits? Michigan - Ohio

16. (a) Has any change been made during the year of this statement in the trust documents or by-laws of the MEWA?
(b) If "Yes" furnish herewith a certified copy of the instrument as amended, if it has not been previously submitted.

17. (a) Was the MEWA's prior year's annual statement amended?
(b) If "Yes", furnish the following information regarding the last amendment to the prior year's annual statement filed with the company's state
© of domicile: (i) Amendment number
(if)  Date of amendment

18. Report briefly the Nature of Contingent Liabilities that may materially affect the financial position or results of operation.*

Report the Date Incurred or Discovered, the Nature of the Contingent Liabitity. Contract, Arr or C i the Amount or Amounts, if known, the Status
as of the Annual Statement Date and all other information necessary for a full disclosure.

(A) Has the MEWA committed any surplus funds to reserves for contingent liabilities or arrangements mentioned above?

(B) If "Yes", has the reserve been reported as a special surplus funds reserve on Page 3 of the annual statement?

*Including but not limited to notes receivable discounted, reverse repurchase agreements, accountant's and agents' balances assigned, accommodation paper, lawsuits,
additional taxes, guarantees of liabilities of other MEWA’S or companies, blish t of p ing bal long-term contracts and lease agreements and loan take-out
agreements. Include also deferred expense contracts and arrang, between subsidiaries or affiliates.

Describe the gross amounts of deferred tax assets and liabilities

Gross DTA §

Gross DTL $

19. (a) Have any of the MEWA's primary reinsurance contracts been cancelled during the current year?

(b) M “yes™, give full and complete information thereto.

Yes |

Yes |

Yes |

Yes |

Yes |

Yes |

N/A

N/A

Py
]

L R R R WY WPy

33

354

Yes |

Yes |

Yes |

Yes |

N/A

Yes |

Yes |

X

X

No |

No |

No |

No |

No §

No |

No |

No |

No |

No |

No |

No |

No|

X

X

1
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ANNUAL STATEMENT FOR THE YEAR 2002 OF THE RETAILERS EMPLOYEES BENEFIT TRUST

SCHEDULE E

Showing deposits in all Banks, Trust Companies, Savings and Loan and Building and Loan Associations in which depasits were maintained by the Trust at any time

during the year and the balances, if any (according to Trust's records) on December 31 of the current year. Exclude balances represented by a negotiable instrument.

1 2 3 4
DEPOSITORY Amount of Amount of
(Give Full Name and Location. State if depository is a subsidiary or affiliate) Interest Interest Accrued Balance
Show rate of interest and maturity date in case of certificates of deposit Received December 31 of
or time deposits. During Year Current Year
OPEN DEPOSITORIES
National City Bank of Michigan/lllinois P.O. Box 8043 Royal Oak, M! 48068 1,348.11 1,348.11
National City Bank of Michigan/lllinois 120 N Washington Sq Suite 650 Lansing, Ml 48933 3,140.77 3,140.77

0199998 Deposits in............... depositories which do not exceed $10,000 in any one
depository (See Instructions) - open depositories. .................c.cooiiviiiiiiiiiniis
0199999 Totals - Open DEPOSItOres. . .. ....ovotiiii et

SUSPENDED DEPOSITORIES

0299998 Deposits in......... depasitories which do not exceed allowable limits in any one
depository (See Instructions) - suspended depositories............................coel

0299999 Totals - Suspended Depositories...........c.coooveiiiiii e,

0399999 Grand Totals - All Depositonies. ... ....c..covviiiiiiiiii e

4,488.88

4,488.88

4,488.88

4,488.88

SCHEDULE S

Ceded Reinsurance as of December 31, Current Year

DOES NOT APPLY




OVERFLOW PAGE FOR WRITE-INS
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RETAILERS EMPLOYEES BENEFIT PLAN
REPORT ON STATUTORY FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2002 AND 2001
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? Linda L Schirmer Timothy J. Orians
C . Steven W Scott Dennis D. Theis
OSterlsan David M. Raeck
. Robert . Miller, Jr.
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INDEPENDENT AUDITORS’ REPORT

Retailers Employees Benefit Plan January 28, 2003
Lansing, Michigan

We have audited the accompanying statutory statements of admitted assets, habilities, and surplus
of Retailers Employees Benefit Plan as of December 31, 2002 and 2001, and the related statutory
statements of gain or (loss) and surplus for the years then ended. These financial statements are the
responsibility of the Plan’s management. Our responsibility is to express an opinion on these statutory
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits

provide a reasonable basis for our opinion.

As described in Note 1, the financial statements are for filing with the Insurance Department of
the State of Ohio and were prepared in conformity with the accounting practices prescribed or permitted
by the Insurance Department of the State of Ohio, which is a comprehensive basis of accounting other
than accounting principles generally accepted in the United States of America.

In our opinion, the statutory financial statements referred to above present fairly, in all material
respects, the admitted assets, liabilities, and surplus of the Retailers Employees Benefit Plan as of
December 31, 2002 and 2001, and its gain or (loss) for the years then ended in conformity with the
accounting practices prescribed or permitted by the Insurance Department of the State of Ohio.

This report is intended solely for the information and use of the board of trustees and

management of the Retailers Employees Benefit Plan and the Insurance Department of the State of Ohio
and is not intended to be and should not be used by anyone other than these spectfied parties.

-77/62/\14, Conticispm € %//.C,

]

544 Cherbourg Drive * Suite 200 * Lansing, Michigan 48917-5010  (517) 323-7500 * Fax (517) 323-6346 * www.mcccpa.com
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RETAILERS EMPLOYEES BENEFIT PLAN
STATEMENTS OF ADMITTED ASSETS, LIABILITIES AND
SURPLUS-STATUTORY BASIS
DECEMBER 31, 2002 AND 2001

2002 2001
ADMITTED ASSETS
CASH AND INVESTED ASSETS:
Bonds $ 962,121 757,795
Cash 98,509 21,267
Short-term investments 71,686 208,829
TOTAL CASH AND INVESTED ASSETS 1,132316 987,891
INVESTMENT INCOME DUE AND ACCRUED 6,570 6,855
TOTAL ADMITTED ASSETS $ 1,138886 994,746
LIABILITIES AND SURPLUS
LIABILITIES:
Claims unpaid $ 309,000 306,000
Unearned premiums 39,542 21,938
Other expenses due or accrucd 2,849 17,535
TOTAL LIABILITIES 351,391 345,473
SURPLUS:
Unassigned surplus 787,495 649,273
TOTAL LIABILITIES AND SURPLUS $ 1,138886 994,746

See notes to financial statements.



RETAILERS EMPLOYEES BENEFIT PLAN
STATEMENTS OF GAIN OR (LOSS) AND SURPLUS

STATUTORY BASIS

YEARS ENDED DECEMBER 31, 2002 AND 2001

UNDERWRITING INCOME:
Premiums earmed

Claims incurred
Expense incurred:
Claims adjustment
Administrative
Individual stop loss, net of recoveries
Aggregate stop loss
Total underwriting deductions

Net underwriting gain or (loss)

INVESTMENT INCOME:
Net investment income earned

NET GAIN OR (LOSS)

SURPLUS:
Beginning of year

Net unrealized capital gains

End of year

See notes to financial statements.

2002 2001

$ 1,885535  § 1,864,546
1,533,631 1,544,980
101,649 161,886
108,963 130,394
63,685 84,803

13,076 27911
1,821,004 1,949,974
64,531 (85,428)

43,696 56,318
108,227 (29,110)
649,273 664,565
29,995 13,818

$ 787495 S 649273




RETAILERS EMPLOYEES BENEFIT PLAN
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting

The accompanying financial statements have been prepared in conformity with accounting
practices prescribed by or permitted by the Insurance Department of the State of Ohio which vary in some
respects from accounting principles generally accepted in the United States of America.

Investments

Investments are recorded at fair value determined by quoted market prices. The difference
between fair value and the cost of investments is reflected as a change in net unrealized capital gains or

(losses).
Concentration of Credit Risk

The Plan is required to disclose significant concentrations of credit risk regardless of the degree
of such risk. Financial instruments which potentially subject the Plan to concentrations of credit risk
consist of cash, investments and contributions due from participants.

The Plan deposits its cash and investments with high-credit quality financial institutions.
Although such cash balances may exceed federally insured limits at certain times during the year, they

are, in the opinion of management, subject to minimal risk. The Plan’s investments and contributions due
from participants are considered to be of minimal risk.

Formal collateral is not required by the Plan for its accounts receivables.

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions
that affect certain reported amounts of assets, liabilities, and benefit payables. Actual results could differ

from those estimates.

Reserve for Unpaid Claims

The Plan’s reserves for unpaid and unreported claims are estimated by the Plan’s actuary in
accordance with accepted actuarial principles.

NOTE 2 - DESCRIPTION OF PLAN

The following brief description of the Retailers Employees Benefit Plan (the Plan) provides only
general information. Participants should refer to the summary plan description and to the plan agreement
for more complete information.



RETAILERS EMPLOYEES BENEFIT PLLAN
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DESCRIPTION OF PLAN (Concluded)

General

The Plan was established in January 1, 1977 by the Independent Food Retailers Association. It 1s
domiciled in the state of Ohio and operates in the states of Ohio and Michigan as a self-insured Multi-
Employer Welfare Arrangement (MEWA). It is subject to the provisions of the Insurance Department of
the State of Ohio and the Michigan Insurance Bureau. The Plan is a contributory employee health and
welfare benefit plan providing group insurance benefits. The group insurance provides benefits n the
event of sickness, accident, disability or death, and prescription drugs for employees and dependents of
participating employers. It is subject to the provisions of the Employee Retirement Income Security Act

of 1974 (ERISA).
Contributions

Premium contributions are made by the participating employers. Each employer has the
discretion to require their employees to contribute a portion of the premium. The Plan also collects
premiums for COBRA and retiree coverage from eligible participants.

Termination Provisions

In the event of termination, plan assets are to be distributed to (1) benefit payments to participants
with respect to claims arising prior to such termination (even though later filed) then, (2) payment of
expenses related to the plan due to the date of termination plus extended benefits.

In the event remaining funds exist after the payment of such claims and expenses, the Trust shall
continue and the following payments shall be paid from remaining funds: (1) the expenses of such
continuation, (2) extended benefits, if any, and (3) current claims as they arise until the funds in the Trust
are ultimately exhausted. If claims are paid on a monthly basis, then funds will be distributed ratably in

the month funds are exhausted.

NOTE 3 - CERTIFICATE OF AUTHORITY STATUS

The Plan was granted a final Certificate of Authority by the Insurance Department of the State of
Ohio in 2001. This allows the Plan to operate in Ohio as a self-insured Multiple Employer Welfare

Arrangement (MEWA).



RETAILERS EMPLOYEES BENEFIT PLAN
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - INVESTMENTS

Investments at December 31 are summarized as follows. Investments that represent five percent
or more of net assets are separately identified.

2002 2001
Cost Fair value Cost Fair value
Investments at fair value as determined
by quoted market price:
Government securities:
FHLB, 5.125%, 03/06/06 $ 198,248 $ 217,376 $ 198,248 $ 203,312
FHLB, 5.25%, 05/15/05 200,624 215,312 200,624 206,250
FHLB, 4.375%,11/15/05 99,633 105,906 99,633 99,313
FHLB, 3.875%,12/15/04 99,719 104,031
FHLB, 3.25%,12/15/03 152,812 152,812
FNMA, 3.625%,04/15/04 153,992 154,172
FNMA, 6.78%, 05/30/02 100,284 100,742
FNMA, 6.08%, 10/23/02 99,000 102,808
FNMA, 6.35%, 12/25/21 12,377 12,512 44,472 45,370
Total $ 917,405 $ 962,121 $ 742261 $ 757,795

During 2002 and 2001, the Plan’s investments had unrealized capital gains of $29,995 and
$13,818, respectively as follows:

Year ended
December 31,
2002 2001
Fair value as determined by quoted market price:
Certificate of deposits $ - $ 626
Government securities 29,995 13,192

$ 29,995 $ 13,818

6



RETAILERS EMPLOYEES BENEFIT PLAN
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - ESTIMATED LIABILITY FOR PREMIUMS AND BENEFITS PAYABLE

The estimated liability for premiums and benefits payable is estimated based on year end
enrollment. The actual hability will differ from the estimated because of differences in the enrollment,
attachment factors, and actual benefit payments during the attachment period.

NOTE 6 - REINSURANCE

The Plan is self-insured for medical claims up to $100,000 (the deductible) per member per
contract year and has an agreement with Employers Reinsurance Corporation to reimburse the Plan for
claims paid which exceed the deductible.

As of December 31, 2002 and 2001, there was no amount due to the Plan for claims exceeding
the deductible, respectively. No recoverable amounts for potential claims exceeding the deductible have
been deducted from estimated unpaid and unrecorded claims because the amounts potentially recoverable

cannot be reasonably estimated.

NOTE 7 - FEDERAL INCOME TAX

The Plan is exempt from federal income taxes under Section 501(c)(9) of the Internal Revenue
Code, and accordingly the Plan’s net investment income is exempt from income taxes.

The Plan obtained its latest determination letter on May 31, 1978, in which the Internal Revenue
Service stated that the Plan, as then designated, was in compliance with the applicable requirements of the
Internal Revenue Code. The Plan has been amended since receiving the determination letter. However,
the Plan administrator and the Plan’s tax counsel believe that the plan is currently designed and being
operated in compliance with the applicable requirements of the Internal Revenue Code. Therefore, no
provision for income taxes has been included in the Plan’s financial statements.
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Health Care Actuarial Service LL.C

Retailer’s Employees Benefit Trust
Calculation of Unpaild Claims Reserves, as of December 31, 2002

Purpose and Summary

At the request of Retailer’s Employees Benefit Trust (REBT), Health Care Actuarial Service
(HCAS) has calculated unpaid claims reserve levels as of December 31, 2002, for the
medical, dental, vision, drug and weekly income plans offered to employees of participating
stores. Benefits during this time were administered by Presidium/ Cambridge, a third-party
administrator.

The liability for unreported/unpaid claims as of 12/31/2002 is estimated to be $309,000,
which includes an allowance of $18,000 for claims administration (see Exhibit 3).

By comparison, the reserve as of 12/31/2001 was estimated to be $306,000. Based on current
data, the liahility against this reserve was approximately $275,000. The change in liahility is
not statistically significant, and is largely the result of an increase in the margin in the
reserves, from 10% to 20%.

These results are summarized in Exhibit 3, in the form of the Statement of Aggregate
Reserves. Also included in this report is the statement of the actuarial reasonableness of
these reserves, also as called for by the statutes.

Claims Data

The historical claims data paid through February, 2003 were supplied by Cambridge. This
data is summarized by incurred and paid month in Exhibit 1.

Unaudited 2001 and 2002 financial statements were supplied by Daig & Daig, accountants
for the plan, and are summarized in Exhibit 2.

Claims runs supplied do not reflect certain adjustments made during the period, and so differ
slightly from paymerits reported in the financial statements. For this reason, the claims lat
data was used to produce a reserving factors only, which was then applied to claims amounts
taken from the financial statements.

Methodology

Monthly payment completion factors were developed through a ‘lag’ study, in which the
historical pattern by which claims, incurred in a given month, are paid over time is
examined. The clapsed time between the date a service is rendered and the date it is paid is
called the lag. The rate at which claims incurred in a month are paid is computed as a
function of the number of months of lag, and is expressed as the portion of total claims

Page 1
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Health Care Actuarial Service LLC

incurred in a month paid at each point in time. These ratios are called lag factors. In the lag
study, lag factors are computed for each incurred month. Since later months in the study are
not fully reported, lag factors for earlier months corresponding to the same number of lag
months are averaged and used to estimate fully incurred claims for the month. For the last
months in the period, lag factors are increasingly unreliable for use in estimating incurred
claims. For that rcason, incurred claims are estimated using a blend of lag factors and
averages of incurred claims from proceeding months.

In Exhibit 1. claims data paid through the latest date available (February 2003) were used to
estimate fully incurred claims for each month. Claims paid as of 12/31/2002 were subtracted
from these incurred estimates to produce estimates of claims incurred but unpaid as of
12/31/2002. The ratio of unpaid claims to annual paid claims was computed (19.50%), and
was increased by a margin of 20% to cover potential variability. This ratio (23.40%) was
applied, in Exhibit 3, to annual paid totals trom the unaudited financial statement (Exhibit
2).

Separate lag studies could have been performed for each bencfit type (medical, dental,
vision, etc.) and it is likely that each benefit type would have unique and differing reserving
factors. It is not expected, however, that computing separate reserving factors would
produce results which, in total. would differ significantly from the total computed using an
aggregate reserving factor.

This reserving factor was also applied to administrative fees, which were reduced to remove
certain administrative items (printing, precertification fees, stop-loss fees, etc.) which would
no longer be performed in the event of a plan termination.

Prescription Drug claims are processed separately from medical by a drug network
administrator and typically have a much shorter lag between incurred and paid dates. A
separate reserving factor equal to one-half of one month's paid claims was applied to drug

claims.

These IBNR estimates are summarized in Exhibit 3.

Results

The Statement of Aggregate Reserves (Sections 1 and 2) is attached as Exhibit 3. A line
item was added for Administration, to explicitly include a reserve for administration of
unreported claims. Reserves by benefit category were developed by applying reserving
factors as described above. The breakdown of claims and reserves between incurred years
was estimated from factors developed in Exhibit 1.

Page 2
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Health Care Actuarial Service LLC

The estimated IBNR, including an allowance for administration, as of December 31, 2002 is
$309,000.

Against these liabilities the plan held assets, in the form of cash and investments, of
approximately $1,132,000.

Actuarial Certification

I have relied upon listings and summaties supplied by the plan and the claims administrator,
and have not independently audited the data. ‘I'he data appears reasonable, however, in
comparison with data received in previous years. In my opinion, the reserves herein
computed:

1. are computed in accordance with commonly accepted actuarial standards consistently
applied and fairly stated;

2. are based on actuarial assumptions appropriate to the purpose for which the statement
was prepared;

3. make a good and sufficient provision for all unpaid claims and other actuarial liabilities
of the plan; and

4. include provisions for all actuarial itcms which ought to be established.

Health Care Actuarial Service, LLC

C’\,M olefono

onaghan
Member, American Acadcmy of Actuancs

Page 3
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