Amend electronic Note 30 to include a date of evaluation for deficiency reserves and disclose the treatment
of investment income in the calculation. This disclosure matches the printed version of the notes.
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies
A. Accounting Practices

The accompanying statutory-basis financial statements of The National Mutual Insurance Company (the
“Company”’) have been prepared on the basis of accounting practices prescribed or permitted by the Ohio
Department of Insurance.

The Ohio Department of Insurance requires insurance companies domiciled in Ohio to prepare their statements in
conformity with the NAIC Annual Statement Instructions and Accounting Practices and Procedures Manual subject
to any deviations prescribed or permitted by the Ohio Department of Insurance. The Company has not implemented
any accounting practices which are prescribed or permitted by the State of Ohio that differ from those found in the
NAIC Accounting Practices and Procedures Manual.

B. Use of Estimates in Preparation of Financial Statements

The preparation of financial statements in conformity with Statutory Accounting Principles (SSAP) requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities. It also
requires disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the period. Actual results could differ from those estimates.

C. Accounting Policy

Premiums are earned over the terms of the related insurance policies and reinsurance contracts. Unearned
premium reserves are established to cover the unexpired portion of premiums written. Such reserves are
computed by pro rata methods for direct business and are based on reports received from ceding companies for
reinsurance.

Expenses incurred in connection with acquiring new business, including such acquisition costs as sales
commissions, are charged to operations as incurred. Expenses incurred are reduced for ceding allowances
received or receivable.

In addition, the company uses the following accounting policies:

(1) Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost, using the interest method. Non-investment grade
bonds are stated at the lower of amortized cost or fair value.

(3) Unaffiliated common stocks are stated at fair value.

(4) Preferred stocks are stated at either fair value or the lower of cost or fair value.

(5) The Company has no mortgage loans.

(6) Loan-backed securities are stated at either amortized cost or the lower of amortized cost or fair value. The
prospective adjustment method is used to value such securities.

(7) Investments in stock of subsidiaries are carried on the equity basis and subsequently non-admitted in
accordance with SSAP No. 88 as audited statements of the subsidiaries are not obtained.

(8) The Company has no investments in joint ventures, partnerships or limited liability companies.

(9) The Company owns no derivatives.

(10) The Company does not anticipate investment income as a factor in the premium deficiency calculation, in
accordance with SSAP No. 53. Property-Casualty Contracts - Premiums.

(11) Unpaid losses and loss adjustment expenses include an amount determined from individual case estimates
and loss reports and an amount, based on past experience, for losses incurred but not reported. Such liabilities are
necessarily based on assumptions and estimates and while management believes the amount is adequate, the
ultimate liability may be in excess of or less than the amount provided. The methods used for making such
estimates and for establishing the resulting liabilities are continually reviewed and any adjustments are reflected in
the period determined.

(12) The Company has not modified its capitalization policy from the prior period.

(13) The Company does not offer health insurance policies and has no pharmaceutical rebate receivables.

2. Accounting Changes and Corrections of Errors — None to Report.
3. Business Combinations and Goodwill - None to report.
4. Discontinued Operations - None to report.
5. Investments
A. Mortgage Loans — None to report.

B. Debt Restructuring — None to report.

C. Reverse Mortgages — None to report.
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

D. Loan-backed Securities

(1) Prepayment assumptions for loan-backed bonds or structured securities were obtained from broker dealer
survey values or internal estimates. Significant changes in estimated cash flows from the original purchase
assumptions are accounted for using the prospective method.

The aggregate Fair Value of loan-backed securities at December 31, 2012 is $12,567,331 with approximately 78%
represented by agency-backed securities. Fair Values represent quoted prices in active markets, quoted prices in
active markets for similar securities, or modeled valuations using the present value of estimated future cash flows.

(2) Securities with a recognized other-than-temporary impairment, disclosed in the aggregate, classified on the
basis for the impairment are:

L

L

0 P) 3)
Amortized Cost Other-Than-

Basis Before Temporary-

Other-Than- Impairment

Temporary - Recognized in

Impairment Loss Fair Value
OTTlI recognized 1st Quarter
a. Intent to Sell $ -3 -3 -
b. Inability or lack of intent to retain the investment
in the security for a period of time sufficient to
recover the amortized cost basis 197,619 16,691 180,928
c. Total Ist Quarter $ 197,619 $ 16,691 $ 180,928

OTTI recognized 2nd Quarter

d. Intent to Sell $ -8 -3 -
e. Inability or lack of intent to retain the investment

in the security for a period of time sufficient to

recover the amortized cost basis -
f. Total 2nd Quarter $ - $ -3 -

OTTI recognized 3rd Quarter

g. Intent to Sell $ -3 -3 -
h. Inability or lack of intent to retain the investment

in the security for a period of time sufficient to

recover the amortized cost basis - - -
i. Total 3rd Quarter $ - $ -3 -

OTTI recognized 4th Quarter
j. Intent to Sell $ -3 -3 -
k. Inability or lack of intent to retain the investment

in the security for a period of time sufficient to

recover the amortized cost basis -
1. Total 4th Quarter

)

m. Annual Aggregate Total

$ 16,691

Securities with a recognized other-than-temporary impairment, currently held, where the present value of
expected cash flows are less than the amortized costs are:

Ld

¥

L L L

1 @ 3 “) &) Q) @)

Book/Adjusted Amortized Cost Date of
Carrying Value Recognized After Financial
Amortized Cost Present Value Other-Than-  Other-Than-  Fair Value Statement
Before Current  of Projected Temporary- Temporary-  at time of Where

CUSIP Period OTTI Cash Flows Impairment Impairment OTTI Reported

12669G-YP-0  $ 197,619 $ 180,928 $ 16,691 $ 180,928 $ 180,928 Mar 31,2012

Total XXX XXX $ 16,691 XXX XXX XXX
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

4 Aggregate values for securities with unrealized losses are:
g8reg

a. The aggregate amount of unrealized losses:
1. Less than 12 months $ 45,394
2. 12 months or Longer $ 87,384

b. The aggregate related fair value of securities

with unrealized losses:
1. Less than 12 months $ 3,682,076
2. 12 months or Longer $ 722,388
(5) The Company uses information from several sources to evaluate impairments for other-than-temporary recognition.

These categories include security ratings from nationally recognized statistical rating organizations, analysis of
issuers’ financial condition, estimates of principal recovery, and the ability to hold the security until recovery.

E. Repurchase Agreements — None to report.

F. Real Estate

1. The Company has no impairment losses on real estate.

2. The Company does not classify its real estate investments as held for sale.

3. The Company has no plans for the sale of its real estate.
4. The Company does not engage in retail land sales operations.

5. The Company does not hold real estate investments with participating mortgage loans.

G. Investment in Low-income Housing Credits — None to report.

7. Investment Income

Joint Ventures, Partnerships and Limited Liability Corporations - None to report.

A. Due and accrued income was excluded from surplus on the following basis:
All investment income due and accrued with amounts that are over 90 days past due are excluded.

B. Total Excluded — None to report.

9. Income Taxes

Derivative Investments - None to report.

A. 1. The components of the net DTA recognized in Assets, Liabilities, Surplus and Other Funds are as follows:

12/31/2012 12/31/2011 Change
L L L L L
(@) (2) (3) (4) (5) (6) (7 (8) (9)
(Col 1+2) (Col 4+5) (Col 1-4) (Col 2-5) (Col 7+8)
Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total
a. Gross Deferred Tax Assets $ 2,279,033 | $ 181,605 | $ 2,460,638 | $ 2,316,022 | $ 352,516 | $ 2,668,538 | $ (36,989)| $ (170,911) (207,900)
b. Statutory Valuation Allowance
Adjustments - - - - - - - - -
c. Adjusted Gross Deferred Tax
Assets (1a-1b) 2,279,033 181,605 i 2,460,638 2,316,022 352,516 2,668,538 (36,989) (170,911) (207,900)
d. Deferred Tax Assets Nonadmitted 601,517 3,396 604,913 530,676 266,176 796,852 70,841 (262,780) (191,939)
e. Subtotal Net Admitted Deferred 1,677,516 178,209 i 1,855,725 1,785,346 86,340 1,871,686 (107,830) 91,869 (15,961)
Tax Asset
f. Deferred Tax Liabilities 23,443 178,209 201,652 20,509 86,340 106,849 2,934 91,869 94,803
g. Net admitted deferred tax asset
(net deferred tax liability) (1e-1f) $ 1,654,073 $ - r$ 1,654,073 | $ 1,764,837 | $ - '$ 1,764,837 | $ (110,764)| $ -|$ (110,764)
(Increase) decrease in nonadmitted asset $ 191,939 $ 188,626
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

2. Admission Calculation Components

Admission Calculation Components

SSAP No. 101

a. Federal Income Taxes Paid In
Prior Years Recoverable Through
Loss Carrybacks

b. Admitted Gross Deferred Tax
Assets Expected To Be Realized
(Excluding The Amount Of Deferred
Tax Assets From 2(a) above) After
Application of the Threshold Limitation.

(The lesser of 2(b)1 and 2(b)2 Below)

1.Adjusted Gross Deferred Tax

Assets Expected to be realized

Following the Balance Sheet Date.

2. Adjusted Gross Deferred Tax
Assets Allowed per Limitation
Threshold.

c. Adjusted Gross Deferred Tax Assets
(Excluding The Amount Of Deferred
Tax Assets From 2(a) and 2(b) above)
Offset by Gross Deferred Tax Liabilities)
d. Deferred Tax Assets Admitted as the
result of application of SSAP No. 101.

Total (2(a) +2( b )+2( c))

12/31/2012 12/31/2011 Change
F L L L L L
(M (2) (3) (4) (5) (6) (7) (8) (9)
(Col 1+2) (Col 4+5) (Col 1-4)  (Col 2-5)  (Col 7+8)
Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total
$ 73,701 $ -19% 73701 | $ -1 s -1 - $ 73,701 $ - $ 73,701
$ 1,580,372 | $ - $ 1,580,372 | $ 1,764,837 | $ -1 $ 1,764,837 | $ (184,465)| $ -1 $ (184,465)
$ 1,580,372 | $ - $ 1,580,372 | $ 1,764,837 | $ -1 $ 1,764,837 | $ (184,465)| $ -1 $ (184,465)
XXX XXX $ 2,936,143 XXX XXX $ 2,641,422 XXX XXX $ 294,721
$ 23443 | $ 178209 | $ 201,652 | $ 20,509 | $ 86,340 | $ 106,849 | $ 2934 | $ 91,869 | $ 94,803
F -
$ 1677516 | $ 178209 | $ 1,855725| $ 1,785346| $ 86,340 | $ 1,871,686 | $ (107,830)] $ 91,869 | $ (15,961)

In 2(b)2 Above.

Period and Threshold Limitation Amount.
b. Amount Of Adjusted Capital and Surplus Used To

Determine Recovery Period and Threshold Limitation

a. Ratio Percentage Used to Determine Recovery

3. Ratio and Adjusted Capital used for amounts (2)b1 and(2)b2

2012

2011

$

812%

19,574,288 | $

733%

18,422,124
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

4. Impact of Tax — Planning Strategies

4. Impact of Tax - Planning Strategies

12/31/2012 12/31/2011 Change
e)) ()] 3 C)] ©) ©) @) ® )]
(Col 1+2) (Col 4+5) | (Col 1-4)| (Col2-5) | (Col 7+8)

Ordinary | Capital Total |Ordinary| Capital Total [Ordinary| Capital Total

Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent | Percent

a. Adjusted Gross DTAs

(% of Total Adjusted

Gross DTAs) 0% 0% 0% 0% 0% 0% 0% 0% 0%
b. Net Admitted Adjusted

Gross DTAs (% of Total

Net Admitted Adjusted
Gross DTAs) 0% 0% 0% 0% 0% 0% 0% 0% 0%
c. Does the Company's tax- planning strategies include the use of reinsurance? Yes No X

B. The Company has no deferred tax liabilities that are not recognized.

C. Current Tax and Change in Deferred Tax

The components of the net deferred tax asset/(liability) at the end of the current period are as follows:

¢Y) (@) 3
1. Current Income Tax As of End of (Col. 1-2)
Current Period| 12/31/2011 Change

a. Federal $ 23,366 | $ (412,125)] $ 435,491
b. Foreign - - -
c. Subtotal 23,366 (412,125) 435,491
d. Federal income taxon net capital gains 91,215 95,746 (4,531)
e. Utilization of capital loss carry-forwards - - -
f. Other - - -
g. Federal and foreign income taxes incurred | $ 114,581 | $ (316,379)| $ 430,960
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NOTES TO FINANCIAL STATEMENTS

ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY

2. Deferred Tax Assets €)) 2) 3)
As of End of (Col. 1-2)
Current Period| 12/31/2011 Change
a. Ordinary
1. Discounting of unpaid losses $ 254,726 | $ 270,230 | $ (15,504)
2. Unearned premiumreserve 1,264,111 1,103,956 160,155
3. Policyholder reserves -
4. Investments -
5. Deferred acquisition costs -
6. Policyholder dividends accrual -
7. Fixed assets 274,990 274,579 411
8. Compensation and benefits accrual 386,892 284,600 102,292
9. Pension accrual -
10. Receivables - nonadmitted 71,845 75,914 (4,069)
11. Net operating loss carry - forward 20,217 301,940 (281,723)
12. Tax credit carry - forward -
13. Other (including items <5% of total
ordinary taxassets) 6,253 4,803 1,450
99. Subtotal 2,279,034 2,316,022 (36,988)
b. Statutory valuation allowance adjustment -
c. Nonadmitted 601,517 530,676 70,841
d. Admitted ordinary deferred tax assets
(2a99-2b-2¢) 1,677,517 1,785,346 (107,829)
e. Capital:
1. Investments 181,605 352,516 (170,911)
2. Net Capital loss carry - forward -
3. Real estate -
4. Other (including items <5% of total
ordinary taxassets) -
99. Subtotal 181,605 352,516 (170,911)
f. Statutory valuation allowance adjustment -
g. Nonadmitted 3,396 266,176 (262,780)
h. Admitted capital deferred taxassets
(2e99-21-2g) 178,209 86,340 91,869
i. Admitted deferred taxassets (2d+2h) $ 1,855,726 | $ 1,871,686 | $ (15,960)
3. Deferred Tax Liabilities )] 2) 3)
As of End of (Col. 1-2)
Current Period| 12/31/2011 Change
a. Ordinary
1. Investments $ 23444 ( $ 20,509 | $ 2,935
2. Fixed Assets - - -
3. Deferred and uncollected premium - - -
4. Policyholder reserves - - -
5. Other (including items <5% of total
capital assets) - - -
99. Subtotal 23,444 20,509 2,935
b. Capital
1. Investments 178,209 86,340 91,869
2. Real estate - - -
3. Other (including items <5% of total
capital assets) - - -
99. Subtotal 178,209 86,340 91,869
c. Deferred tax liabilities (3a99+3b99) $ 201,653 [ $ 106,849 | $ 94,804
|4. Net deferred tax assets/liabilities (2i - 3c) | $ 1,654,073 | $ 1,764,837 | $ (110,764)|
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

The change in net deferred income taxes is comprised of the following:

12/31/2012 12/31/2011 Change
Total deferred tax assets $ 2,460,638 |$ 2,668,538 % (207,900)
Total deferred tax liabilities 201,653 106,849 94,804
Net deferred taxasset $ 2258985 | % 2,561,689 (302,704)
Total effect of unrealized gains/losses 91,869
Change in net deferred income tax $ (210,835)

D. Reconciliation of Federal Income Tax Rate to Actual Effective Rate

Effective

12/31/2012 Tax Rate
Provision computed at statutory rate $ 340,386 34.0%
Tax exempt income deduction (68,664) -6.9%
Change in nonadmitted assets 4,069 0.4%
Dividends received deduction (28,787) -2.9%
Proration of tax exempt investment income 14,618 1.5%
Disallowed travel and entertainment, donations 6,844 0.7%
Other 56,950 5.7%
Total $ 325,416 32.5%
Federal income taxes incurred $ 114,581 11.4%
Change in deferred income taxes 210,835 21.1%
Total statutory income taxes $ 325,416 32.5%

Effective

12/31/2012 Tax Rate
Current income tax expense $ 23,366 2.3%
Current taxes on realized capital gains 91,215 9.1%
Federal income taxes incurred 114,581 11.4%
Utilization of loss carry-forward - 0.0%
Change in net deferred income taxes 210,835 21.1%
Total statutory income taxes $ 325,416 32.5%

E. Operating Loss and Tax Credit Carry-forwards

1. At December 31, 2012, the Company had unused operating loss carry-forwards of approximately $59,000
available to offset against future taxable income.
2. The following income tax expense for 2012 and 2011 is available for recoupment in the event of future net

losses:
Year Amount
2012 $114,581
2011 $0

3. The Company did not have any protective tax deposits under Section 6603 of the Internal Revenue Code.
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

F. The Company consolidates its federal income tax return with its wholly owned subsidiary, First Ohio Financial
Corporation. All federal income taxes due or recoverable are the responsibility of National Mutual Insurance Company.

10. Information Concerning Parent, Subsidiaries and Affiliates

A.,B. & C. The National Mutual Insurance Company is the lead pooling company for the Celina Insurance Group
Property & Casualty Pool, and through service and cost sharing agreements, provides all staff to operate each of the
individual member companies of the Celina Insurance Group.

Other than reinsurance transactions and cost allocation transactions based on generally accepted accounting principles
and non-insurance transactions that were less than % of 1% of total admitted assets, no reportable transactions with
affiliates occurred during the statement periods.

D. Inter-company receivables and payables are the result of various transactions between the Company and its affiliates
where settlement has not yet occurred. The Company reported the following balances at December 31, 2012 and 2011.

Receivable (Payable) with: December 31,2012 December 31,2011
Celina Mutual Insurance Company $0 $371,838
Miami Mutual Insurance Company 717,592 420,186
West Virginia Farmers Mut. Ins. Assoc. 36,935 152,391
Total Receivable 754,527 944,415
Celina Mutual Insurance Company (482,667) 0
First Ohio Financial Corp. (93,640) (96,484)
Total (Payable) (576,307) (96,484)
Net Receivable (Payable) $178,220 $847,931

The terms of settlement require these amounts to be settled within 45 days of the end of each quarter.
E. No guarantees or undertakings have been taken for the benefit of an affiliate or related party.

F. The Company has a service agreement with three affiliated property and casualty companies, The Celina Mutual

Insurance Company, Miami Mutual Insurance Company, and West Virginia Farmers Mutual Insurance Association,
whereby the Company provides sales, underwriting, claims, accounting, data processing, supervisory, administrative
and investment management services to the affiliated companies. The affiliated companies reimburse National for the
cost of the services.

G. The Company is affiliated with three property and casualty companies, The Celina Mutual Insurance Company,
Miami Mutual Insurance Company, and West Virginia Farmers Mutual Insurance Association. The majority of the
members of the Boards of Directors and executive officers serve in similar capacities for more than one of the
companies.

H. The Company does not own shares of an upstream company.

I. The Company does not have an investment in an SCA entity whose carrying value exceeds 10% of the admitted assets
of the Company.

J. The Company did not recognize any impairment write down for its investments in subsidiary, controlled or affiliated
companies during the statement period.

K. The Company does not have any investment in foreign insurance subsidiaries.
L. The Company does not have any investment in a downstream noninsurance holding company.
11. Debt
None to report.

12. Retirement Plans, Deferred Compensation, Post-employment Benefits and Compensated Absences and Other
Postretirement Benefit Plans

A. Defined Benefit Plans

The Company has non-qualified postretirement health care plans for a limited number of retirees. The health care plans are
contributory, with participants’ contributions adjusted annually. The accounting for the health care plans anticipates
continuation of increases in retiree contributions each year. Costs for the health care plans are paid with cash flows from
current operations and no plan assets are maintained.
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

Pension Benefits Other Benefits
2012 2011 2012 2011
1. Change in benefit obligation

a. Benefit obligation at beginning of year $ -1 -1 -8 -
b. Service cost - - 61,649 -
c. Interest cost - - - -
d. Contribution by plan participants - - - -
e. Actuarial gain (loss) - - - -
f.  Foreign currency exchange rate changes - - - -
g. Benefits paid - - 18,526 -
h. Plan amendments - - - -
i.  Business combinations, divestures,

curtailments, settlements, and special

termination benefits - - - -
j-  Benefit obligation at end of year N/A N/A $ 43,123 | $ -

. Change in plan assets - Not applicable.
3. Funded status - Not applicable.

4.  Accumulated benefit obligation for vested employees and partially vested employees to the extent vested - Not
applicable.

5. Benefit obligation for non-vested employees - Not applicable.

Pension Benefits Other Benefits

6. Components of net periodic benefit cost 2012 2011 2012 2011

a. Service cost $ -1 -1$ -1$
b. Interest cost - - -
c. Expected return on plan assets - - -
d. Amortization of unrecognized transition

obligation or transition asset - - -

e. Amount ofrecognized gains and losses - - -
f.  Amount of prior service cost recognized - - 61,649
g. Amount of gain or loss recognized due
to a settlement or curtailment - - -
h. Total net periodic benefit cost N/A N/A $ 61,649 | $

7. Minimum pension liability - Not applicable.

8. Weighted - average assumptions used to determine net periodic 2012 2011

benefit cost as of Dec. 31

a. Weighted - average discount rate 4.0%
b. Expected long - termrate of return on plan assets N/A
c. Rate of compensation increase N/A
Weighted - average assumptions used to determine projected 2012 2011

benefit obligations as of Dec. 31

d. Weighted - average discount rate 4.0%
e. Rate of compensation increase N/A

9. A December 31, 2012 measurement date was used to determine the above amounts.
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE NATIONAL MUTUAL INSURANCE COMPANY
NOTES TO FINANCIAL STATEMENTS

10. For measurement purposes, a 4% annual rate increase in the cost of covered health care benefits was assumed
with a per person costs capped beginning in 2014.

11. Anticipated health care cost trend rates have an effect on the amounts reported for the health care plans.
A one percentage point change in anticipated health care cost trend rates would have the following effects:

1 Percentage Point Increase | 1 Percentage Point Decrease

a. Effect on total of service and interest cost $ 40 $ 39)
components
b. Effect on postretirement benefit obligation $ 40 $ 39)

12. Defined benefit plan asset allocation - Not applicable.

13. The following estimated future payments, which reflect expected future service, as appropriate, are expected
to be paid in the years indicated:

Years Amount
a. 2013 $ 18,326
b. 2014 $ 7,941
c. 2015 $ 3,600
d. 2016 $ 3,500
e. 2017 $ 2,600
f. Thereafter Total

(2018-2022) $ 9,600

14. The Company does not have any regulatory contribution requirements for these benefit plans.

B. Defined Contribution Plan

The Company and its affiliates participate in a qualified, defined contribution pension plan, sponsored by The National
Mutual Insurance Company, covering substantially all employees having attained the age of 21 with one year of service.
Contributions are made using a percentage, 5.25% for employees under age 40 and 7% for those 40 and older, of each
employee’s compensation. The Company’s share of net expense for the qualified pension plan was $215,894 for 2012 and
$204,111 for 2011. At December 31, 2012, the fair value of plan assets was $12,249,591.

National Mutual Insurance Company also sponsors a non-contributory 401(k) savings plan providing employees the
opportunity for tax deferred savings. While company contributions are permitted under the terms of the plan, none have been
made.

An additional liability is recorded for supplemental compensation agreements with former employees. These arrangements
are separate agreements, not part of a qualified plan, and no assets are allocated to satisfy these obligations. Liabilities
recorded as a result of these agreements totaled $80,950 and $40,946 at December 31, 2012 and 2011, respectively.

National Mutual Insurance Company also sponsors a non-qualified deferred compensation plan for the benefit of certain
employees and directors. The plan provides for the deferral of salary and bonuses, with invested assets allocated to
contribution amounts and related earnings credited to the benefit of the participant. The accrued liabilities under this program
were $1,626,894 and $1,494,289 at December 31, 2012 and 2011, respectively.

13. Capital and Surplus, Dividend Restrictions, and Quasi-Reorganizations

1,2,3,4 & 5. The Company is a mutual company and has no stock outstanding.

6. There are no restrictions placed on the Company’s unassigned surplus as of 12/31/2012.

7. There are no advances on surplus.

8. There is no stock of affiliated companies held for special purposes.

9. There are no balances held in special surplus funds.

10. The portion of unassigned funds (surplus) represented or (reduced) by unrealized gains and (losses) is $350,892.
11. No surplus debentures or similar obligations exist.

12 & 13. No quasi-reorganization has taken place.

14. Contingencies
A. The Company has no contingent commitments to report.
B. The Company has received notification of various insurance company insolvencies and anticipates that they will

result in an immaterial guaranty fund assessment against the company. A liability for future assessments has been
charged to operations in the current period.
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15.

16.

17.

18.

19.

20.

NOTES TO FINANCIAL STATEMENTS

C. The Company has no gain contingencies to report.

D. The Company did not pay any amounts for claims related to extra contractual obligations, or for bad faith losses
stemming from lawsuits, in either 2012 or 2011.

E. The Company does not offer Product Warranties.

F. Various lawsuits against the Company have arisen in the course of the Company's business. Contingent liabilities
arising from litigation, income taxes and other matters are not considered material in relation to the financial position
of the Company. In both 2012 and 2011, the Company recognized other-than-temporary-impairments on its ownership
of structured securities issued by Countrywide Financial.

Leases

A. 1. The Company leases home office real estate with its affiliated companies. The Company’s annual rent expense
under a lease commencing on January 1, 1999 for a fifteen year term was $124,440 per year in 2012 and 2011.

The Company also leases equipment and automobiles under various non-cancelable operating
lease agreements that expire through December 2017. Rental expense for 2012 and 2011 was $135,460
and $145,708, respectively.

2. At January 1, 2013, the minimum aggregate rental commitments are approximately $326,998. Future
minimum aggregate rental payments for the five succeeding years are as follows:

Year ending December 31 Operating [ eases
2013 $ 211,964
2014 $ 57,725
2015 $ 25,650
2016 $ 16,671
2017 $ 14,988

B. The Company has no lessor or leveraged leases.

Information about Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentrations
of Credit

None to report.
Sale, Transfer and Servicing of Financial Assets and Extinguishment of Liabilities
None to report.

Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured
Plans

None to report.
Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

None to report.

Fair Value Measurements

A. Financial assets carried at fair value have been classified, for disclosure purposes, based on a hierarchy defined
by Statement of Statutory Accounting Principle No. 100, Fair Value Measurements. Level 1 inputs in the hierarchy
consist of unadjusted quoted prices for identical assets and liabilities in active markets. Level 2 inputs consist of
quoted prices in active markets for similar assets or liabilities or quoted prices from those willing to trade in markets
that are not active, or other inputs that are observable or can be corroborated by market data for the term of the
instrument. Level 3 inputs consist of unobservable inputs (supported by little or no market activity) and reflect
management’s best estimate of what hypothetical market participants would use to determine a transaction price at
the reporting date.
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1. Assets Measured at Fair Value

Description for each class
of asset or liability Level 1 Level 2 Level3 Total
a. Assets at Fair Value
Perpetual Preferred Stock
Industrial and Misc $ -3 -3 -3 -
Parent, Subsidiaries and Affiliates - - - -
Total Perpetual Preferred Stocks $ - $ - 8§ - $ -
Bonds
U.S. Governments $ - 8 -9 - 8§ -
Industrial and Misc - 1,133,683 - 1,133,683
Hybrid Securities - - - -
Parent, Subsidiaries and Affiliates - - - -
Total bonds $ - $ 0 1,133,683 § - § 1,133,683
Common stock
Industrial and Misc $ 5205607 $ 85200 $ - § 5290,807
Parent, Subsidiaries and Affiliates - - - -
Total common stock $ 5205607 $ 85,200 $ - $ 5290,807
Derivative assets
Interest rate contracts $ -5 - 8 - 8§ -
Foreign exchange contracts - - - -
Credit Contracts - - - -
Commodity futures contracts - - - -
Commodity forward contracts - - - -
Total Derivatives $ - 8 -3 - $ -
Separate account assets $ - $ - $ - $ -
Total assets at fair value $ 5205607 § 1218883 $ - § 6424.490
b. Liabilities at fair value
Derivative liabilities $ -3 -3 -3 -
Total liabilities at fair value $ - $ - $ - $ -
2. Fair Value Measurements in Level 3 of the Fair Value hierarchy
Total gains and
Beginning (losses) Total gains and
Balance at Transfers Transfers out of |included in Net| (losses) included Ending Balance at
Description 01/01/2012 into Level 3 Level 3 Income in Surplus Purchases Issuances Sales Settlements 12/31/2012
a. Assets
Residential
Mortgage-
Backed $ 259495 $ -8 (234,538) $ (3,268) $ (21,689) $ -3 $ $ $
Total Assets $ 250495 $ -8 (234,538) $ (3,268) $ (21,689) $ -8 $ $ $

Transfers in and out of Level 3 are made when NAIC designation changes require the security to be carried at fair value.
Modeled prices are used when there is a lack of active trading in the security and transfers out occur when there is

active trading in the market for the security.

3. Level 2 inputs are obtained from external pricing services, either Interactive Data or Pricing Direct. Level 3 inputs
represent values for bonds which are not actively traded in the market. The carrying values reflect management’s best

estimate of value at the reporting date.

B. Other Fair Value Disclosures — None to report.
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C. Aggregate Fair Value of Assets

Type of Financial Aggregate Admitted Not Practicable
Instrument Fair Value Assets Level 1 Level 2 Level 3 (Carrying Value)
Bonds $ 21,008,252 $ 19,568,548 $ - $ 21,008252 $ - 8 -
CMO 11,088,286 10,868,970 - 11,088,286 - -
MBS 5,111,286 4,866,936 - 5,111,286 - -
Preferred Stock 242,003 182,589 - 242,003 - -
Common Stock 5,290,807 5,290,807 5,205,607 85,200 - -
Short Term 1,067,278 1,067,278 1,067,278 - - -
Total $ 43,807,912 $ 41,845,128 $ 6,272,885 $ 37,535,027 $ - 3 -

D. Not Practicable to Estimate Fair Value — None to report.

21. Other Items

A. Extraordinary Items — None to report.

B. Troubled Debt Restructuring: Debtors — None to report.

C. Assets in the amount of $1,009,942 and $1,010,382 at December 31, 2012 and December 31, 2011,
respectively, were on deposit with government authorities or trustees as required by law. There were no
compensating balances or collateral pledged.

D. At December 31,2012 and 2011 the Company had admitted assets of $10,976,394 and $10,237,117,
respectively in the accounts receivable for amounts due from agents. The Company routinely assesses the
collectability of these receivables. Based upon Company experience, less than 1% of the balance may become
uncollectible and the potential loss is not material to the Company’s financial condition.

E. Business Interruption Insurance Recoveries — None to report.

F. State Transferable and Non-transferable Tax Credits — None to report.

G. Subprime-Mortgage-Related Risk Exposure
1. The Company defines its subprime exposure as those investments where the underlying mortgage pools

have the following characteristics calculated on a weighted average basis:
a. First lien mortgages where borrowers have FICO scores less than 650
b. First lien mortgages with loan-to-value ratios greater than 95%
c. Second lien mortgages where borrowers have FICO scores less than 675
d. Borrowers with less than conventional documentation of their income and/or net assets and FICO
scores less than 650
As of December 31, 2012, the portfolio contains $63,279 of unrealized losses from subprime mortgage backed
securities resulting from changes in asset values. The Company continues to monitor delinquency rates of
securities collateralized with subprime mortgages and the potential losses in comparison to expected recoveries.
2. Direct exposure for investments in subprime mortgage loans — None to report.
3. Direct Exposure through other investments:
Book/Adjusted Other-Than-
Carrying Value Temporary-Impairment
Actual Cost| (excluding interest)| Fair Value Losses Recognized
a. Residential mortgage-
backed securities $ 332,621 | $ 269,352 | $§ 269,341 | $ -
b. Commercial mortgage-
backed securities - - - -
c. Collateralized debt obligations - - - -
d. Structured securities - - - -
e. Equity investment in SCAs - - - -
f. Other Assets - - - -
g. Total $ 332,621 |83 269,352 | $ 269,341 | $ -

4. Underwriting exposure to subprime mortgage risk through Mortgage Guaranty or Financial Guaranty

insurance coverage — None to Report.

22. Events Subsequent — None to report. Subsequent events have been considered through February 11, 2013.
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23. Reinsurance

(A) Unsecured Reinsurance Recoverables

The Company has an unsecured aggregate recoverable for losses, loss adjustment expenses and unearned
premiums that exceeds 3% of surplus from the following reinsurers:

NAIC# FEIN # Amount
Miami Mutual Insurance Company 16764 31-0671569 $ 16,560,400
QBE Reinsurance Corp 10219 23-1641984 $ 1,498,712

(B) Reinsurance Recoverable in Dispute - None to report.

(C) Reinsurance Assumed

and Ceded

(1) The following table presents the maximum amount of return commission which would be due to or from

reinsurers in the event all reinsurance contracts were canceled as of December 31, 2012, with a return of the
unearned premium reserve.

Assumed Reinsurance Ceded Reinsurance Net

Premium Commission Premium Commission Premium Commission

Reserve Equity Reserve Equity Reserve Equity
a. Affiliates | $ 21,558,435 | $ 3,234,967 | $ 34,846,636 | $ 5,331,535 | $ (13,288,201)] $ (2,096,568)
b. All Other - - 42 448 - (42,448) -
c. Total $ 21,558435|$ 3,234967 | $ 34,889,084 | $ 5,331,535 | $ (13,330,649)| $ (2,096,568)

d. Direct Unearned Premium Reserve

$ 31,281,947

(2) The additional or return commission, predicated on loss experience or on any other form of profit sharing
arrangements in this statement as a result of existing contractual arrangements are accrued as follows:

Reinsurance
Direct Assumed Ceded Net
a. Contingent Commissions $ 440,226] $ 244613 $ 451,993 232,845
b. Sliding Scale Adjustments - - - -
¢. Other Profit Commissions
Arrangements - (18,538) (12,235) (6,303)
d. Total $ 440,226] $ 226,075 $ 439,759 226,542

(D) Uncollectible Reinsurance - None to report.

(E) Commutation of Ceded Reinsurance - None to report.

(F) Retroactive Reinsurance - None to report.

(G) Reinsurance Accounted for as a Deposit - None to report.

24. Retrospectively Rated Contracts and Contracts Subject to Redetermination - None to report.

25. Change in Incurred Losses and Loss Adjustment Expenses

The change in incurred losses and loss adjustment expenses attributable to insured events of prior years resulted in
decreases in incurred losses of approximately $1,231,000 in 2012 and $1,345,000 in 2011. These changes resulted

from ongoing revisions of reserve estimates as more facts become known, and from settlement amounts that differed
from estimated liability amounts.

26. Inter-company Pooling Arrangements

National Mutual Insurance Company (National) acts as the lead company in the reinsurance pooling agreement with the
affiliated companies listed below; each is shown with its pool participation percentages.
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The pool participation percentages remain unchanged from the prior year, and currently are:

27.

28.

29.

30.

31.

32.

33.

NAIC# Compan Percent
20176 Celina Mutual Insurance Company 36%
20182 National Mutual Insurance Company 34%
16764 Miami Mutual Insurance Company 30%

All lines of business are included in the pooling agreement and are ceded to National, the lead company. Facultative
and umbrella reinsurance is ceded on an individual company basis to non-affiliated reinsurers prior to pooling.
Premiums for excess of loss and catastrophe treaties, where all pool companies are named participants, are ceded to
non-affiliated reinsurers by National after the initial assumption of pooled business. Ceded losses are specifically
identified and recorded in each company and catastrophe losses ceded in excess of the aggregate retention are
allocated to company based on subject incurred losses.

There are no discrepancies between entries regarding pooled business on the assumed and ceded reinsurance schedules
of the lead company and corresponding entries on the assumed and ceded reinsurance schedules of other pool
participants. At December 31, 2012, the Company recorded net balances of $512,480 receivable from Celina, and
$766,625 payable to Miami for pooling of premiums, commissions, losses and loss adjustment expenses.

Structured Settlements

The Company has settled certain losses with annuities, on which claimants are payees, in settlement of claims under
the Company's policies. The Company has obtained releases from the respective claimants, acknowledging that
receipt of the structured settlement under each annuity is full payment of the claim. The Company has no contingent
liability for these annuities since ownership has been transferred to another insurance company.

Health Care Receivables - None to report.

Participating Policies - None to report.

Premium Deficiency Reserves

The Company has determined it has no premium deficiency reserves and does not consider anticipated investment
income in the calculation. The most recent calculation was performed as of 12/31/2012.

High Deductibles - None to report.
Discounting of Liabilities for Unpaid Losses of Unpaid Loss Adjustment Expenses
The Company does not discount liabilities for unpaid losses or unpaid loss adjustment expenses.

Asbestos/Environmental Reserves

A. Does the company have on the books, or has it ever written an insured for which you have identified a potential for the

existence of a liability due to asbestos losses?
Yes (X) No ()

The Company's exposure to asbestos losses arises from the sale of general liability insurance.

The Company tries to estimate the full impact of asbestos exposure by establishing full case basis reserves on all
known losses and computing incurred but not reported losses based on previous experience.

Asbestos related losses (including coverage dispute costs) for each of the five most recent calendar years, based upon
the Company's current pool participation percentage, were as follows:
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1. Direct
2008 2009 2010 2011 2012
a. Beginning Reserves: $ - 8 - 3 - 8 1,700 $ 4,250
b. Incurred losses and loss adjustment
expenses: (733) - 2,743 4,933 3,458
c. Calendar year payments for losses
and loss adjustment expenses: (733) - 1,042 2,383 2,608
d. Ending reserves: $ - $ - 3 1,700 $ 4250 $ 5,100
2. Assumed Reinsurance
2008 2009 2010 2011 2012
a. Beginning Reserves: $ - 8 - 3 - § - 8 -
b. Incurred losses and loss adjustment
expenses: - - - - -
c. Calendar year payments for losses
and loss adjustment expenses: - - - - -
d. Ending reserves: $ - 8 - 3 - 3 - 3 -
3. Net of Ceded Reinsurance
2008 2009 2010 2011 2012
a. Beginning Reserves: $ - $ - 3 - $ 1,700 $ 4,250
b. Incurred losses and loss adjustment
expenses: (733) - 2,743 4,933 3,458
c. Calendar year payments for losses
and loss adjustment expenses: (733) - 1,042 2,383 2,608
d. Ending reserves: $ - $ - $ 1,700 $ 4250 $ 5,100

B. State the amount of ending reserves held for Bulk + IBNR included in A (Case, Bulk + IBNR):

1. Direct Basis: $ -
2. Assumed Reinsurance Basis: $ -
3. Net of Ceded Reinsurance Basis: $ -

C. State the amount of ending reserves held for loss adjustment expenses included in A (Case, Bulk +IBNR):

1. Direct Basis: $ -
2. Assumed Reinsurance Basis: $ -
3. Net of Ceded Reinsurance Basis: $ -

D. Does the company have on the books, or has it ever written an insured for which you have identified a potential for the
existence of a liability due to environmental losses?
Yes (X) No ()

The Company's exposure to environmental losses arises primarily from the sale of general liability insurance.

The Company tries to estimate the full impact of environmental exposure by establishing full case basis reserves on all
known losses and computing incurred but not reported losses based on previous experience.

Environmental related losses (including coverage dispute costs) for each of the five most recent calendar years, based
upon the Company's current pool participation percentage, were as follows:
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1. Direct
2008 2009 2010 2011 2012
a. Beginning Reserves: $ - $ 66300 $ 11,900 $ 9,726 $ 6,011
b. Incurred losses and loss adjustment
expenses: 66,443 (23,164) (721) (2,959) 381
c. Calendar year payments for losses
and loss adjustment expenses: 143 31,236 1,453 756 279
d. Ending reserves: $ 66300 $ 11,900 $ 9,726 $ 6,011 $ 6,112
2. Assumed Reinsurance
2008 2009 2010 2011 2012
a. Beginning Reserves: $ -3 - 3 - 3 - 8 -
b. Incurred losses and loss adjustment
expenses: - - - - -
c. Calendar year payments for losses
and loss adjustment expenses: - - - - -
d. Ending reserves: $ - 8 - 3 - 3 - 3 -
3. Net of Ceded Reinsurance
2008 2009 2010 2011 2012
a. Beginning Reserves: $ - $ 66300 $ 11,900 $ 9,726 $ 6,011
b. Incurred losses and loss adjustment
expenses: 66,443 (23,164) (721) (2,959) 381
c. Calendar year payments for losses
and loss adjustment expenses: 143 31,236 1,453 756 279
d. Ending reserves: $ 66300 $ 11,900 $ 9,726 $ 6,011 $ 6,112

B. State the amount of ending reserves held for Bulk + IBNR included in A (Case, Bulk + IBNR):

1. Direct Basis: $ -
2. Assumed Reinsurance Basis: $ -
3. Net of Ceded Reinsurance Basis: $ -

C. State the amount of ending reserves held for loss adjustment expenses included in A (Case, Bulk + IBNR):

1. Direct Basis: $ -
2. Assumed Reinsurance Basis: $ -
3. Net of Ceded Reinsurance Basis: $ -

34. Subscriber Savings Accounts - None to report.
35. Multiple Peril Crop Insurance - None to report.

36. Financial Guaranty Insurance — None to report.
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