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NOTES TO FINANCIAL STATEMENTS 
 

 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Medical Benefits Mutual Life Insurance Co. is owned by its policyholders and provides health, life, 
dental, vision, and other insurance products for its policyholders and customers throughout Ohio, 
Indiana, Kentucky, Michigan, Pennsylvania, West Virginia, and several other states. 

 
Medical Benefits Mutual Life Insurance Co., the parent organization, provides health, life, and other 
insurance products to its policyholders. Medical Benefits Administrators, Inc. (MBA), a wholly 
owned subsidiary of the Company, is a third party administrator for health and health related 
employee benefit plans. VisionPlus of America, Inc. (VPA), a wholly owned subsidiary of the 
Company, is a third party administrator for vision benefit claims. MedBen Marketing Services, Inc. 
(MMS), a wholly owned subsidiary of the Company, is an insurance agency that markets various 
life, medical, and other insurance products.  
 
A summary of the major accounting policies followed by the Company in the preparation of the 
Statutory financial statement is set forth below: 
 

 A. Accounting Practices 
 

The financial statements of Medical Benefits Mutual Life Insurance Co. are presented on the basis 
Statutory Accounting Principles method as prescribed by the National Association of Insurance 
Commissioners (NAIC). 

 
The Ohio Department of Insurance recognizes only statutory accounting practices prescribed or 
permitted by the state of Ohio for determining and reporting the financial condition and results of 
operations of an insurance company, and for determining its solvency under the Ohio Insurance Law. 
The NAIC Accounting Practices and Procedures Manual (“NAIC SAP”) has been adopted as a 
component of prescribed or permitted practices by the state of Ohio. The State has adopted certain 
prescribed accounting practices that differ from those found in NAIC SAP. However, the Company 
has elected not to adopt any of these permitted practices. 
 
A reconciliation of the Company’s net income and capital and surplus between NAIC SAP and 
practices prescribed and permitted by the state of Ohio is shown below: 

State of Domicile June 30, 2013 December 31, 2012 
Net Income - Ohio Basis OH  $         (645,788)  $          125,157  

State Prescribed Practices - None OH 

State Permitted Practices - None OH 

Net Income - NAIC SAP OH  $         (645,788)  $          125,157  

Statutory Surplus - Ohio Basis OH  $     12,131,404   $     14,579,280  

State Prescribed Practices - None OH 

State Permitted Practices - None OH 

Statutory Surplus - NAIC SAP OH  $     12,131,404   $     14,579,280  

  
 B. Use of Estimates in the Preparation of the Financial Statements 
 

The preparation of financial statements in conformity with Statutory Accounting Principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, 
and the reported amounts of revenues and expenses during the reporting period.  Such estimates and 
assumptions could change in the near future as more information becomes known and could have a 
material impact on the amounts reported. 

 
C. Accounting Policy 
 

Life premiums are recognized as income over the premium paying period of the related policies. 
Health premiums are earned ratably over the terms of the related insurance and reinsurance contracts 
or policies. Expenses incurred in connection with acquiring new insurance business, including 
acquisition costs such as sales commissions, are charged to operations as incurred. 
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NOTES TO FINANCIAL STATEMENTS 
 

 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

 
The amount of dividends to be paid to policyholders is determined annually by the Company’s 
Board of Directors. The aggregate amount of policyholders’ dividends is related to actual interest, 
mortality, morbidity, and expense experience for the year and judgment as to the appropriate level of 
statutory surplus to be retained by the Company. There were no policyholder dividends for 2013 or 
2012. 
 
Real estate investments are classified in the balance sheet as properties occupied by the company, 
properties held for the production of income, and properties held for sale. Properties occupied by the 
company are carried at depreciated cost less encumbrances. The Company currently does not hold 
any properties for the production of income or for sale. Fair values of the properties occupied by the 
company will be measured only if circumstances indicate that the financial condition of the 
Company is in question.  
 
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. 
 

  3. Common stocks are stated at market value. Common stock of three wholly owned non-
insurance subsidiaries are valued under Statutory Accounting Principles, with 
adjustments for statutory valuation rules as prescribed by these principles. 

 
4. Preferred stocks are stated at cost. 

 
5. The Company does not have any mortgage loans on real estate to report in 2013 or 2012. 

 
6. Mortgage-backed securities are stated at amortized cost.  

 
  7. The Company reports its three wholly owned subsidiaries, MBA, VPA, and MMS at 

statutory surplus. One of these companies, VPA, a non-insurance company, is reported at 
audited GAAP (Generally Accepted Accounting Principles) equity and is adjusted, where 
applicable, in accordance with statutory invested asset valuation rules. The two other 
companies, MMS and MBA, are reported at GAAP equity, with no adjustments for 
statutory investment valuation rules.  

 
8. The Company has no interest in joint ventures. 

 
9. The Company does not have any derivatives in 2013 or 2012. 

 
10. The Company does not calculate for premium deficiency reserves.  

 
  11. Liabilities for losses and loss claim adjustment expenses for life, accident and health 

contracts are estimated by the Company’s valuation actuary using statistical claim 
development models to develop best estimates for liabilities for medical expense 
businesses and using tabular reserves employing mortality/morbidity tables and discount 
rates specified by regulatory authorities for life and disability income business.  

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

 
13. Pharmaceutical Rebates Receivable – Not applicable.  

 
NOTE 2 – ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS 
  

Effective January 1, 2012, the Company adopted SSAP No. 101, Income Taxes – A Replacement of 
SSAP No. 10R and SSAP No. 10. As a result of the adoption of SSAP101, the company recognized 
an incremental deferred tax asset of $117,000, which is recorded in “Net Deferred Tax Asset.” Total 
assets and surplus increased by the same amount. There was no effect on income or liabilities. 
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NOTES TO FINANCIAL STATEMENTS 
 

 
NOTE 3 – BUSINESS COMBINATIONS AND GOODWILL 
 
 Not applicable 
 
NOTE 4 – DISCONTINUED OPERATIONS 
 
 Not applicable 
 
NOTE 5 – INVESTMENTS 
 
 A. Mortgage Loans 
 
  The Company does not have any mortgage loans. 
 
 B. Debt Restructuring 
  
  The Company has no invested assets that are restructured debt. 
 
 C. Reverse Mortgages 
 
  The Company has no investment in reverse mortgages. 
 
 D. Loan Backed Securities 
 
  1. Prepayment assumptions for single class and multi-class mortgages-backed/asset-backed 

securities were obtained from broker dealer statement values.  
 

2. Recognized OTTI, intent to sell or inability to hold. 
 
 None 

 
3. Recognized OTTI securities, present value of cash flows less than amortized cost. 

 
 None 
 

4. Impaired securities for which an OTTI has not been recognized. 
 
   None 
 
  5. Management evaluates securities for other-than-temporary impairment at least on a 

quarterly basis, and more frequently when economic or market concerns warrant such 
evaluation. Consideration is given to (1) length of time and the extent to which the fair 
value has been less than cost, (2) the financial condition and near-term prospects of the 
issuer, and (3) the intent and ability of the Company to retain its investment in the issuer 
for a period of time sufficient to allow for any anticipated recovery in fair value. Based 
on the Company’s evaluation and the intent and ability to hold these investments for a 
reasonable period of time sufficient for a forecasted recovery of fair value, the Company 
does not consider these investments to be other-than-temporarily impaired at June 30, 
2013 and December 31, 2012. 

 
 E. Repurchase Agreements and/or Securities Lending Transactions 
 

1. Repurchase agreements are included in cash and short-term investments. The year-end 
balances are $2,407,851 and $3,828,370 as of June 30, 2013 and December 31, 2012, 
respectively.  

 
2. The Company’s repurchase agreements are fully collateralized by their underlying 

securities. 
 
3. There was no collateral received at year end. 
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NOTES TO FINANCIAL STATEMENTS 
 

 
 

NOTE 5 – INVESTMENTS (continued) 
 
4. The Company has no securities lending agreements at year end; therefore, it has not 

reported any assets on Page 2, Line 10 – Securities Lending Reinvested Collateral Assets. 
 
5. The underlying securities of the repurchase agreements are $2,407,851 and $3,828,370 as 

of June 30, 2013 and December 31, 2012, respectively. The Company does not have any 
Securities Lending Agreements.  

 
 F. Real Estate 
 
  1. There were no impairment losses recorded on real estate investments during the years 

presented. 
 

  2. No real estate was held for sale or sold in the years 2013 and 2012. 
 

  3. There were no changes during the year in the Company’s plans to sell investment real 
estate. 

 
  4.    The Company does not engage in retail land sales operations. 

 
  5.    The Company holds no real estate investments with participating loan features. 

 
NOTE 6 – JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES 
 
 The Company has no investments in joint ventures, partnerships, or limited liability companies. 
 
NOTE 7 - INVESTMENT INCOME 
 
 A.  Due and accrued income was excluded from surplus on the following bases: 
 

Investment income is recognized on an as earned basis. Amounts earned but not yet received are 
recorded as a receivable on the balance sheet. Investment income earned and uncollected that is more 
than 90 days old is classified as non-admitted. As of June 30, 2013 and December 31, 2012, 
investment income earned and not yet collected was $20,868 and $27,609, respectively. There were 
no amounts older than 90 days for both years. 

 
 B.  The total amount excluded was $0. 
 
NOTE 8 – DERIVATIVE INSTRUMENTS 
 
 Not applicable 
 
NOTE 9 – INCOME TAXES 
 
 A.  The components of the net deferred tax asset/(liability) at June 30 and December 31 are as 
follows: 
 

1.  
 

1 2 3 1 2 3 7 8 9

Ordinary Capita l
(C o l 1+2) 

To ta l Ordinary Capita l
(C o l 1+2) 

To ta l
(Co l 1-4) 
Ordinary

(Co l 2-5) 
Capita l

(Co l 7+8) 
To ta l

a . Gro s s  Deferred Tax As s e ts 1,233,000  -              1,233,000  1,233,000  -              1,233,000  -              -              -              
b. S ta tuto ry Valua tio n Allo wanc e  Adjus tment -              -              -              -              -              -              -              -              -              
c . Adjus te d Gro s s  Deferred Tax As s e ts  (1a-1b) 1,233,000  -              1,233,000  1,233,000  -              1,233,000  -              -              -              
d. Deferre d Tax As s e ts  No nadm itted 103,000     -              103,000     103,000     -              103,000     -              -              -              
e . S ubto ta l ne t Admitted Deferre d Tax As s e ts  (1c-1d) 1,130,000   -              1,130,000   1,130,000   -              1,130,000   -              -              -              
f. Deferred Tax Liabilities 698,607    -              698,607    595,000    -              595,000    103,607     -              103,607     
g. Net Adm itted Deferred Tax As s e ts /(Net De ferred Liability) (1e-1f) 431,393     -              431,393     535,000    -              535,000    (103,607)    -              (103,607)    

6/30/2013 12/31/2012 Change
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NOTES TO FINANCIAL STATEMENTS 
 

 
 
NOTE 9 – INCOME TAXES (continued) 

 
  2. 

1 2 3 1 2 3 7 8 9

Ordinary Capita l
(Co l 1+2) 

To ta l Ordina ry Capita l
(Co l 1+2) 

To tal
(Co l 1-4) 
Ordina ry

(Co l 2-5) 
Capita l

(Co l 7+8) 
To ta l

a . Federal Inco me Taxes  P a id in P rio r Years  Reco verable  Thro ugh 
Lo s s  Carrybacks -              -              -              -              -              -              -              -              -              
b. Adjus ted Gro s s  Deferred Tax As s ets  Expec ted to  be Rea lized 
(Exc luding the  Amo unt o f Defe rred Tax As s ets  fro m 2(a ) abo ve) 
Afte r Applicatio n o  fthe Thres ho ld Limitatio n (The  Les s er o f 2(b) 1 -              -              -              -              -              -              -              -              -              
1. Adjus ted Gro s s  Defe rred Tax As s ets  Expec ted to  be  Realized 
Fo llo wing the Ba lance  Shee t Da te -              -              -              -              -              -              -              -              -              
2. Adjus ted Gro s s  Deferred Tax As s ets  Allo wed per Limita tio n XXX XXX -              XXX XXX -              XXX XXX -              
c . Adjus ted Gro s s  Deferred Tax As s ets  (Exc luding the  Amo unt o f 
Defe rred Tax As s e ts  fro m 2(a ) and 2(b) abo ve) Offs et by Gro s s  
Defe rred Tax Liabilities 1,130,000   -              1,130,000   1,130,000   -              1,130,000   -              -              -              
d. Defe rred Tax As s e ts  Admitted a s  the  re s ult o f applica tio n o f 
SSAP  No . 101 To ta l (2a+2b+2c) 1,130,000   -              1,130,000   1,130,000   -              1,130,000   -              -              -              

6/30/2013 12/31/2012 Change

 
 

 
  3. 

2013 2012
a. Ratio  P erce ntage  us e d to  de te rmine  Re co very P erio d and 
Thre s ho ld Limita tio n Amo unt 0% 0%
b. Amo unt o f Adjus ted Ca pita l a nd Surplus  us s e d to  de te rmine  
Reco very perio d a nd Thres ho ld Limita tio n in 2(b) 2 abo ve -              -               
 

 
  4. 

1 2 3 1 2 3 7 8 9

Ordinary 
perc ent

C apita l 
P ercent

(Co l 1+2) 
To ta l 

P ercent
Ordinary 
percent

Capita l 
P erc ent

(Co l 1+2) 
To ta l 

P e rcent
(Co l 1-4) 
Ordinary

(Co l 2-5) 
Capita l

(Co l 7+8) 
To ta l

Im p a c t  o f  T a x P la nn ing  S tra te g ie s
a . Adjus ted Gro s s  DTAs  (% o f To ta l Adjus te d Gro s s  DTAs ) 0% 0% 0% 0% 0% 0% 0% 0% 0%
b. Ne t Admitte d Adjus te d Gro s s  DTAs  (% o f To ta l ne t Admitted 
Adjus ted Gro s s  DTAs ) 0% 0% 0% 0% 0% 0% 0% 0% 0%

c. Do es  the  Co mpany’s  tax planning s tra tegies  inc lude  the  us e  o f re ins urance?   Yes No X

6/30/2013 12/31/2012 Change

 
 

 
B.  Regarding deferred tax liabilities that are not recognized - NONE 
 
C.  Current and deferred income taxes consist of the following major components: 
 

  1. Current Income Tax: 
  

1 2 3

6/30/2013 12/31/2012
(Col 1-2) 
Change

a.  Federal (361,484)       194,029        (555,513)       

b.  Foreign -                -                -                

c.  Subtotal (361,484)       194,029        (555,513)       

d.  Federal income tax on net capital gains -                -                -                

e.  Utilization of capital loss carry-forwards -                -                -                

f.  Other -                -                -                

g.  Federal and foreign income taxes incurred (361,484)       194,029        (555,513)        
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NOTES TO FINANCIAL STATEMENTS 
 

 
NOTE 9 – INCOME TAXES (continued) 

 
  2.   Deferred Tax Assets: 

1 1 3

6/30/2013 12/31/2012
(Col 1-2) 
Change

a.   Ordinary:

1.    Discounting of unpaid losses 15,000          15,000          -                

2.    Unearned premium reserve 189,000        189,000        -                

3.    Policyholder reserves 25,000          25,000          -                

4.    Investments 57,000          57,000          -                

5.    Deferred acquisition costs 6,000            6,000            -                

6.    Policyholder dividends accrual -                -                -                

7.    Fixed assets 12,000          12,000          -                

8.    Compensation and benefits accrual 756,000        756,000        -                

9.    Pension accrual -                -                -                

10.  Receivables - non admitted 13,000          13,000          -                

11.  Net operating loss carry-forward -                -                -                

12.  Tax credit carry-forward -                -                -                

13.  Other (including items <5% of total ordinary tax assets) 160,000        160,000        -                

14.  Other assets - nonadmitted -                -                -                

99.  Subtotal 1,233,000     1,233,000     -                

b.  Statutory valuation allowance adjustment -                -                -                

c.  Nonadmitted 103,000        103,000        -                

d.  Admitted ordinary deferred tax assets (2a99-2b-2c) 1,130,000     1,130,000     -                

e.  Capital:

1.    Investments -                -                -                

2.    Net capital loss carry-forward -                -                -                

3.    Real estate -                -                -                

4.    Other (including items <5% of total cpaital tax assets) -                -                -                

99.  Subtotal -                -                -                

f.   Statutory valuation allowance adjustment -                -                -                

g.  Non admitted -                -                -                

h.  Admitted capital deferred tax assets (2e99-2f-2g) -                -                -                

i.  Admitted deferred tax assets (2d+2h) 1,130,000     1,130,000     -                  
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NOTE 9 – INCOME TAXES (continued)  
 
  3.   Deferred Tax Liabilities: 

1 2 3

6/30/2013 12/31/2012
(Col 1-2) 
Change

a.   Ordinary:

1.    Investments
�����������
	 �
��
���
�
�
 �����������
�

2.    Fixed assets ������������� �! � �"�#�#�# $
3.    Deferred and uncollected premium % & '
4.    Policyholder reserves ( ) *
5.    Other (including items <5% of total ordinary tax assets) +�,�-�-�- .!/�0�0�0 1
99.  Subtotal 2�3�4�5�2�6
7 8�9�8;:�<�<�< =�>�?�@�A�>
B

b.  Capital

1.    Investments C D E
2.    Real estate F G H
3.    Other (including items <5% of total capital tax assets) I J K
99.  Subtotal L M N

c.  Deferred tax liabilities (3a99+3b99) O�P�Q�R�O�S
T U�V�U;W�X�X�X Y�Z�[�\�]�Z
^  
 
  4.   Net Deferred Tax Assets/Liabilities (2i-3c)            $431,393    $535,000    $103,607 
 
 D.   Reconciliation of Federal Income Tax Rate to Actual Effective Rate 
  Among the more significant book to tax adjustments were the following: 
 

 

2013 2012
Standard Federal income tax rate 34.0% 34.0%
Various Differences 18.6% 18.6%

52.6% 52.6%  
  
 
 E.   Operating Loss and Tax Credit Carryforwards and Protective Tax Deposits 
 

 1. Net operating loss carryovers that are available for offsetting future net taxable income, 
amount to: 

 

  

Year Amount
2012 -                      

2011 402,000              

2010 781,111               
 
 2. The Company does not have any tax credit carryforwards available for use.  

 
 3. The Company did not have any protective tax deposits under Section 6603 of the Internal 

Revenue Code. 
 
 F.  Consolidated Federal Income Tax Return 
 
  1. The Company’ s federal income tax return is consolidated with the following entities: 
   Medical Benefits Administrators, Inc. 
   VisionPlus of America, Inc. 
   MedBen Marketing Services, Inc. 
 

 2. A written tax sharing consolidation agreement is approved by management. Allocation is 
based upon separate return calculations and the consolidated tax return calculation. 

 
 



STATEMENT AS OF JUNE 30, 2013 OF THE  Medical Benefits Mutual Life Insurance Co.

 7.7 

NOTES TO FINANCIAL STATEMENTS 
 

 
NOTE 9 – INCOME TAXES (continued) 
 
 G.  Federal or Foreign Federal Income Tax Loss Contingencies 
 
  The Company has no tax loss contingencies for which it is reasonably possible that the total 

liability will significantly increase within twelve months of the reporting date.  
 

NOTE 10 – INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES 
 
A. B. and C.  The Company is the parent corporation of three wholly owned non-insurance 

subsidiaries which shares the same management. MBA and VPA are third party administrators 
(TPA’ s) that administer claims in the medical and vision fields. MMS is an insurance agency that 
markets various life, medical, and other insurance products. No dividend income was reported in 
2013 or 2012.  

 
D. At June 30, 2013, the Company reported $2,596,811 as accounts and notes receivable from 

affiliates. Other liabilities either a receivable from or (due to) affiliates amounted to $1,729,508. 
 
E. Not applicable. 
 
F. There are no material management or service contracts and cost-sharing arrangements involving 

the Company and any related party. 
 
G. The Company is privately held and has no issued or outstanding shares. MBA, VPA, and MMS 

issued and outstanding shares are owned by the company. The valuation of these affiliates was 
determined under GAAP, with adjustments for statutory valuation rules, as prescribed by 
Statutory Accounting Principles. 

 
H. Not applicable. 
 
I. The Company’ s investment in its three subsidiaries is less than 10% of its admitted assets.   
 
J. The Company did not recognize any impairment write-down for its investments in subsidiary 

companies during this statement period. 
 
K. The Company has no investments in foreign insurance subsidiaries. 
 
L. The Company has no investments in downstream noninsurance holding companies.  

 
NOTE 11 – DEBT 
 

A. The Company has no debentures outstanding. 
 

The Company has a line-of-credit with a maximum amount of $1,000,000 and an interest rate 
equal to prime (currently 4%). This line-of-credit is collateralized by a first mortgage on real 
estate owned by the Company. There was an outstanding balance of $0 and $125,000 at June 30, 
2013 and December 31, 2012, respectively.  
 
The Company, through one of its subsidiaries (VPA), also has a line of credit with a maximum 
amount of $200,000 with an interest rate equal to prime (currently 4.0%). This line is unsecured, 
but is guaranteed by the parent. There was no outstanding balance at June 30, 2013 and 
December 31, 2012. 

 
The Company has a $1,000,000 unsecured revolving credit line with a bank that was unused at 
December 31, 2012 and 2011. The agreement provides for interest at a rate equal to prime 
(currently 4.0%). 
 
The Company does not have any reverse repurchase agreements. 
 

 B. The Company does not have any FHLB agreements. 
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NOTE 12 – RETIREMENT PLANS, DEFERRED COMPENSATION, POSTEMPLOYMENT 

BENEFITS AND COMPENSATED ABSENCES AND OTHER POSTRETIREMENT PLANS 
 

A. Defined Benefit Plan - NONE 
  
B. Defined Contribution Plans 
 

The Company currently has two deferred compensation plans, known as equity participation 
plans. One plan is for specified key employees, and the other plan is for the Board of Directors. 
The Company has estimated the combined present value of these liabilities to be $2,146,308 as 
of June 30, 2013 and December 31, 2012. 

 
The Equity Participation Plan for key employees is a discretionary plan that rewards key 
employees with long-term service to the Company. The plan shares the appreciation of equity of 
the Company with key employees. The employee’ s share of the compensation vests over a ten 
year period, and is payable upon normal retirement, which is usually age 65. In the event that an 
employee terminates employment, either voluntarily or non-voluntarily, before age 65, the 
employee shall not be entitled to any payments at the time of termination, and forfeits his/her 
right to any future benefits under the plan. 
 
The Company has a profit-sharing plan with a 401(k) feature. The plan covers all employees 
meeting minimum eligibility requirements. Profit-sharing contributions are determined by the 
Board of Directors and were 4.5% of eligible compensation for the year ending December 31, 
2012. The Company may match up to 50% of the first 6% salary deferral elected by each 
employee. The Company’ s discretionary and matching contributions charged to operations for 
the years ended June 30, 2013 and December 31, 2012 were $91,986 and $149,878, respectively. 

 
 C. The Company does not participate in a multi employee plan. 
  
 D. Consolidated/Holding Company Plans 
 

The Company has no legal obligation for benefits under these plans. Employees of subsidiary 
companies participate in the plans sponsored by the Company. 
 

E. The Company has an arrangement whereby it provides deferred compensation and post-
retirement health coverage to retired board members. Benefits are payable over a period not to 
exceed five years. The Company estimates the present value of the liability to be $60,788 and 
$74,842 at June 30, 2013 and December 31, 2012, respectively.  

 
F. The Medicare Modernization Act has no impact on the Company’ s Postretirement Benefits. 

 
NOTE 13 – CAPITAL AND SURPLUS, SHAREHOLDERS’  DIVIDEND RESTRICTIONS AND 
QUASI-REORGANIZATIONS 
 
  1. The Company does not have any common stock issued or outstanding. 
 
  2. The Company does not have any preferred stock issued or outstanding. 
 
  3. The amount of dividends to be paid to policyholders is determined annually by the 

Company’ s Board of Directors. The aggregate amount of policyholders’  dividends is 
related to actual interest, mortality, morbidity, and expense experience for the year and 
judgment as to the appropriate level of statutory surplus to be retained by the Company.  

 
  4. No dividends were paid in 2013. 
 
  5. Within the limitations of dividends as stated above, there are no restrictions placed on the 

portion of Company profits that may be paid as ordinary dividends to stockholders.  
 
  6. Total unassigned surplus is $ 12,131,404. This amount is held for the benefit of 

participating policyholders. 
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NOTE 13 – CAPITAL AND SURPLUS, SHAREHOLDERS’  DIVIDEND RESTRICTIONS AND 
QUASI-REORGANIZATIONS (continued) 
 
  7. There were no advances to surplus in 2013 or 2012. 
 
  8.  There was no stock held by the company, including stock of affiliated companies, held 

for special purposes. 
 
  9. There was no change in the balance of special surplus funds from the prior year.  
 
  10. The portion of unassigned funds surplus represented or (reduced) by each item below is 

as follows: 
 

Unrealized gains and losses $184,382 
 
  11. The Company has not issued any surplus notes or debentures or similar obligations. 
 
  12. and 13.  There has been no restatement of surplus due to quasi-reorganizations. 
 
NOTE 14 – CONTINGENCIES 
 
 A. Contingent Commitments 
 
  Not applicable 
 
 B. Assessments 
 
  1. The Company has estimated that it will be assessed by various state assessment funds for 

their share of insurance company insolvencies in states in which the Company conducts 
business.   

 
 2. The reserve is $50,000 for periods ending June 30, 2013 and December 31, 2012. These 

amounts have been recorded as a liability for their respective years.  
 
C. Gain Contingencies 
 
 Not applicable 
 

 D.  The Company is partially self-insured with regards to employee health insurance. The Company 
is liable for a maximum of $50,000 per covered employee per year. The Company’ s aggregate 
annual loss limitation is based on a formula that considers, among other things, the total number 
of employees and their family status. For the years ended June 30, 2013 and December 31, 
2012, the Company paid $807,477 and $1,142,700, respectively under this arrangement.  

 
 E. The Company has no Product Warranty Liabilities. 
 

F. The Company is involved in various lawsuits and subject to certain contingencies in the normal 
course of business. Management believes that the outcome of these matters will not have a 
material impact on the Company’ s financial position. 
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NOTE 15 – LEASES 
 

A. Lessee Leasing Arrangements 
 

No Change. 
 

B. Lessor Leases – NONE   
 
NOTE 16 – INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET 

RISK AND FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK 
  
 Not applicable 
 
NOTE 17 – SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND 

EXTINGUISHMENTS OF LIABILITIES 
  
 Not applicable 
 
NOTE 18 – GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND 

THE UNINSURED PORTION OF PARTIALLY INSURED PLANS 
 
 A. ASO Plans 
 
  Not applicable 
 
 B. ASC Plans 
 
  Not applicable 
 
 C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract – Not applicable 
 
  No amounts related to these plans have been written-off as of June 30, 2013. 
 
NOTE 19 – DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS 

OR THIRD PARTY ADMINISTRATORS 
  
 Not applicable 
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NOTE 20 – FAIR VALUE MEASUREMENTS 
 
 A.  
 

1. Fair Value Measurements at Reporting Date 
 

 

1 2 3 4 5
Description for each class of asset or liability (Level 1) (Level 2) (Level 3) Total

a. Assets at fair value

Bonds

Industrial and Misc -                     -                     -                     -                     

Total Bonds -                     -                     -                     -                     

Common stock

Industrial and Misc 2,812,416          -                     -                     2,812,416          

Mutual Funds 576,684             -                     -                     576,684             

Total Common Stocks -                     

Total assets at fair value 3,389,100          -                     -                     3,389,100          

b. Liabilities at fair value

None -                     -                     -                     -                     

Total liabilities at fair value -                     -                     -                     -                      
 

The Company has categorized its assets and liabilities into the three-level fair value hierarchy based 
upon the priority of the inputs to the respective valuation technique. The following summarizes the 
type of assets and liabilities included within the three-level fair value hierarchy presented in the table 
above.  
 
Level 1 – This category currently only includes common stock and mutual funds that can be readily 
sold. As of June 30, 2013, no bonds were moved into the classification of short-term so they were 
not classified in this hierarchy. The Company does not have any Call or Put Options placed on their 
securities. 

 
Level 2 – The Company has no Level 2 assets or liabilities. 

 
Level 3 – The Company has no Level 3 assets or liabilities. 

 
The asset or liability’ s fair value measurement level within fair value hierarchy is based on the 
lowest level of any input that is significant to the fair value measurement. 
 

2. Fair Value Measurements in (Level 3) of the Fair Value Hierarchy – NONE 
 

1 2 3 4 5 6 7 8 9 10 11

Balance at 
01/01/2011

Transfers 
into Level 3

Transfers 
out of Level 

3

Total gains 
and (losses) 
included in 
Net Income

Total gains 
and (losses) 
included in 

surplus Purchases Issuances Sales Settlements
Balance at 

06/30/2013

RMBS

CMBS

……

……

……

Total  
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NOTE 20 – FAIR VALUE MEASUREMENTS (continued) 

 
 3. Policy on Transfers Into and Out of Level 3 
 

At the end of each reporting period, the Company evaluates whether or not any event has 
occurred or circumstances have changed that would cause an instrument to be transferred into 
our out of Level 3. During the current year, no transfers into or out of Level 3 were required. 

 
  4. Inputs and Techniques Used for Level 2 and Level 3 Fair Values 
 

The Company has no assets or liabilities measured at fair value in the Level 2 or the Level 3 
category. 
 
5. Derivative Fair Values – NONE 
 

 B. Other Fair Value Disclosures  
 
  Not applicable 
 
 C. Fair Values for All Financial Instruments by Levels 1, 2, and 3 
 

The table below reflects the fair values and admitted values of all admitted assets and liabilities 
that are financial instruments excluding those accounted for under the equity method 
(subsidiaries). The fair values are also categorized into the three-level fair value hierarchy as 
described in Note 20A.  
 

1 2 3 4 5 6 7

Type of Financial Instrument Fair Value Admitted Value Level 1 Level 2 Level 3
Not Practical 

(Carrying Value)

Financial instruments - assets

Bonds 8,003,565            8,003,565            8,003,565            -                       -                       -                            

Preferred stocks 500                      500                      500                      -                       -                       -                            

Common stocks 2,812,416            2,812,416            2,812,416            -                       -                       -                            

Mutual funds 576,684               576,684               576,684               -                       -                       -                            

Short-term investments 2,641,374            2,641,374            2,641,374            -                       -                       -                            

Total assets 14,034,539          14,034,539          14,034,539          -                       -                       -                            

Financial instruments - liabilities

None -                       -                       -                       -                       -                       -                            

Total liabilities -                       -                       -                       -                       -                       -                             
 
 D. Reasons Not Practical to Estimate Fair Value – NONE   
 
NOTE 21 – OTHER ITEMS 
  
 A. Extraordinary Items – Not applicable. 
 
 B. Troubled Debt Restructuring – Not applicable. 
 
 C. Other Disclosures 

 
Assets in the amount of $2,680,391 and $2,313,255 on June 30, 2013 and December 31, 2012 
respectively were on deposit with government authorities or trustees as required by law.  

  
 D. Balance that is Reasonably Possible to be Uncollectible 
 

At June 30, 2013 and December 31, 2012 the Company had admitted assets of $976,612 and 
$957,603, respectively, in accounts receivable for uninsured plans. The Company does not have 
any amounts due from agents. The Company routinely assesses the collectability of these  
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NOTE 21 – OTHER ITEMS (continued) 

 
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. No 
amounts have been written off in 2013 or 2012. 

 
E. The Company had no business interruption insurance recoveries.  
 
F. The Company has no investments in State Transferable Tax Credits. 
 
G. The Company has no exposure to subprime mortgage risk. 
 
H. The Company has no Retained Asset accounts. 

 
NOTE 22 – EVENTS SUBSEQUENT 
  

Management has evaluated subsequent events through August 13, 2013, the date on which the 
statutory financial statements were ready to be filed. There were no events occurring subsequent to 
the end of the year that merited recognition or disclosure in these statements.  

 
NOTE 23 – REINSURANCE 
 
 A. Ceded Reinsurance Report 
 
  Section 1 – General Interrogatories 
 
  A. Are any of the reinsurers, Listed in Schedule S as non-affiliated, owned in excess of 10% 

or controlled, either directly or indirectly, but the company or by any representative, 
officer, trustee, or director of the company? Yes ( ) No (X) 

 
  B. Have any policies issued by the company been reinsured with a company chartered in a 

country other than the United States (excluding U.S. Branches of such companies) which 
is owned in excess of 10% or controlled directly or indirectly by an insured, a 
beneficiary, a creditor or an insured or any other person not primarily engaged in the 
insurance business? Yes ( ) No (X) 

 
  Section 2 – Ceded Reinsurance Report – Part A 
 
  A. Does the company have any reinsurance agreements in effect under which the reinsurer 

may unilaterally cancel any reinsurance for reasons other than for nonpayment of 
premium or other similar credits?  Yes ( ) No (X) 

 
  B. Does the company have any reinsurance agreements in effect such that the amount of 

losses paid or accrued through the statement date may result in a payment to the reinsurer 
of amounts which, in aggregate and allowing for offset of mutual credits from other 
reinsurance agreements with the same reinsurer, exceed the total direct premium 
collected under the reinsured policies? Yes ( )  No (X) 

  
 B. Uncollectible Reinsurance 
 
  The Company has not written off any uncollectible reinsurance during the year. 
 
 C. Commutation of Reinsurance Reflected in Income and Expenses 
 
  The Company has not commuted any ceded reinsurance during the year. 
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NOTE 24 – RETROSPECTIVELY RATED CONTRACTS & CONTRACTS SUBJECT TO 
REDETERMINATION 
  
 A. The Company does not have any retrospective premium adjustments. 
 
 B. Not applicable. 
 
 C. The amount of premium written by the Company subject to the medical loss ratio rebate was $ 

10,325,772. 
 
 D. The Company has no paid or payable medical loss ratio rebates.  
 
NOTE 25 – CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES 
 

Reserves on accident and health contracts for incurred losses and loss adjustment expenses 
attributable to insured events of prior years developed as anticipated during 2012. See Schedule H – 
Part 3 and the Five Year Historical Data. Original estimates are increased or decreased as additional 
information becomes known regarding individual claims. However, no significant trends or 
unanticipated events were noted in 2013. None of the Company’ s accident and health contracts are 
subject to retrospective rating or experience refunds.  
 

NOTE 26 – INTERCOMPANY POOLING ARRANGEMENTS 
 
 Not applicable 
 
NOTE 27 – STRUCTURED SETTLEMENTS 
  
 The Company has not purchased any structured settlements to fulfill obligations of claimants. 
 
NOTE 28 – HEALTH CARE RECEIVABLES 
 

A. Pharmaceutical Rebate Receivables – NONE 
 
B. Risk Sharing Receivables - NONE 

 
NOTE 29 – PARTICIPATING POLICIES 
 
 Not applicable 
 
NOTE 30 – PREMIUM DEFICIENCY RESERVES 
 
 1. Liability carried for premium deficiency reserves                          $0 
 
 2. Date of the most recent evaluation of this liability                          August 9, 2013 
 
 3. Was anticipated investment income utilized in the calculation?     No 
 
NOTE 31 – RESERVES FOR LIFE CONTRACTS AND ANNUITY CONTRACTS 
 

1. The Company waives deduction of deferred fractional premiums upon death of insured and 
returns any portion of the final premium beyond the date of death. Surrender values are not 
promised in excess of the legally computed reserves.  

 
2. The Company had no substandard policies, therefore no methods for valuation were employed. 
 
3. As of June 30, 2013, the Company had $0 of insurance in force for which the gross premiums are 

less than the net premiums according to the standard valuation set by the State of Ohio. No 
reserves to cover the above insurance were necessary. 

 
4. The Company does not compute The Tabular Interest, the Tabular Less Actual Reserve 

Released, and the Tabular Cost. 
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NOTE 31 – RESERVES FOR LIFE CONTRACTS AND ANNUITY CONTRACTS- CONTINUED 

 
5. The Company does not compute Tabular Interest on funds not involving life contingencies. 
 
6. The Company does not have any products that would qualify as “ deposit type”  contracts, 

therefore there are no reserve changes for life or annuity contracts under a Deposit Type 
Contract.  

 
NOTE 32 – ANALYSIS OF ANNUITY ACTUARIAL RESERVES AND DEPOSIT TYPE 
LIABILITIES BY WITHDRAWAL CHARACTERISTICS 
   
  Not applicable 
 
NOTE 33 – PREMIUM AND ANNUITY CONSIDERATIONS DEFERRED AND UNCOLLECTED 
 

Premiums uncollected and earned at June 30, 2013 are shown on Page 2 of this financial statement. 
There is no premium loading affecting the value of this asset. 

 
NOTE 34 – SEPARATE ACCOUNTS 
 
 Not applicable 
 
NOTE 35 – LOSS/CLAIM ADJUSTMENT EXPENSES 
   

June 30, December 31, 
2013 2012

Balance at beginning of period 75,000$   60,000$ 

Amount incurred:
Current year -          15,000   
Prior years -          -         

-          15,000   

Less amount paid:
Current year -          -         
Prior years -          -         

-          -         

Balance at end of period 75,000$   75,000$ 

Period Ended
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP 
PART 1 - ORGANIZATIONAL CHART 
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