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STATEMENT AS OF SEPTEMBER 30, 2014 OF THE REPUBLIC-FRANKLIN INSURANCE COMPANY 
NOTES TO FINANCIAL STATEMENTS 

 
Note 1 – Summary of Significant Accounting Policies  
 

A. Accounting Practices             
       
The financial statements of Republic-Franklin Insurance Company are presented on the basis of accounting practices prescribed or 
permitted by the Ohio Insurance Department. 
 
The Ohio Insurance Department 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 Laws. The National Association of Insurance Commissioners’ (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 of Ohio has 
adopted some practices that differ from NAIC SAP; however, none of those changes would impact the financial results of Republic-
Franklin Insurance Company. 
 
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 not required since there are no differences. 

 

State of
Net Income Domicile 2014 2013

(1) Net Income, state basis  (Page 4, Line 20, Columns 1 & 3) Ohio 687,546 1,694,848

(2) State Prescribed Practices that increase/(decrease) NAIC SAP Ohio 0 0

(3) State Permitted Practices that increase/(decrease) NAIC SAP Ohio 0 0

(4) Net Income,  NAIC SAP (1 - 2 - 3 = 4) Ohio 687,546 1,694,848

Surplus

(1) Statutory surplus, state basis (Page 3, Line 37, Columns 1 & 2) Ohio 48,787,888 47,592,877

(2) State Prescribed Practices that increase/(decrease) NAIC SAP Ohio 0 0

(3) State Permitted Practices that increase/(decrease) NAIC SAP Ohio 0 0

(4) Statutory Surplus,  NAIC SAP (1 - 2 - 3 = 4) Ohio 48,787,888 47,592,877
 

 
B. No change. 
C. No change.       

 
Note 2 – Accounting Changes and Corrections of Errors 
 
       No change.  
 
Note 3 – Business Combinations and Goodwill 
  
       No change.   
 
Note 4 – Discontinued Operations  

 
No change.  

 
Note 5 - Investments 
 
 A. No change. 
 B. No change. 
 C. No change. 
 
 D.  Loan-Backed Securities 
 

(1) Our asset manager uses a proprietary model for loss assumptions and widely accepted models for prepayment assumptions 
in valuing mortgage-backed and asset-backed securities with inputs from major third party data providers. The models 
combine the effects of interest rates, volatility, and pre-payment speeds based on various scenarios (Monte Carlo), 
simulations with resulting effective analytics (spreads, duration, convexity) and cash-flows on a monthly basis.  Credit 
sensitive cash flows are calculated using a proprietary model which estimates future loan defaults in terms of timing and 
severity. Model assumptions are specific to asset class and collateral types and are regularly evaluated and adjusted where 
appropriate. 

 
(2) Not applicable. 

 
(3) Not applicable. 

 
(4) Unrealized Losses 
 

a. The aggregate amount of unrealized losses: 
 

Less than 12 months Greater than 12 months Total 

75,634 507,829 583,463 
 
        b. The aggregate related fair value of securities with unrealized losses: 
     

Less than 12 months Greater than 12 months Total 

8,826,182 19,499,298  28,325,480 
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STATEMENT AS OF SEPTEMBER 30, 2014 OF THE REPUBLIC-FRANKLIN INSURANCE COMPANY 
NOTES TO FINANCIAL STATEMENTS 

 
(5) There are a number of factors considered in determining if an other-than-temporary impairment does not exist for an 

investment, including, but not limited to, debt burden, credit ratings, sector, liquidity, financial flexibility, company 
management, expected earnings and cash flow stream, and economic prospects associated with the investment. 

 
E. The Company does not have any repurchase agreements or securities lending transactions in its portfolio. 
F. No change. 
G. No change. 
H. No change. 
I. Not applicable. 

 
Note 6 – Joint Ventures, Partnerships, and Limited Liability Companies 
 
 No change. 
 
Note 7 – Investment Income 
 
 No change.  
 
Note 8 – Derivative Instruments 
 
 No change. 
 
Note 9 – Income Taxes   
 
      No change.  
 
Note 10 – Information Concerning Parent, Subsidiaries, and Affiliates 
 
      No change.  
 
Note 11 - Debt 
  

No change.      
 
Note 12 – Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences, and 
Other Postretirement Benefit Plans 
   
 No change. 
       
Note 13 – Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations 

 
No change. 
 

Note 14 - Contingencies 
 
 No change. 
 
Note 15 – Leases 
 

No change.  
 
Note 16 – Information About Financial Instruments With Off-Balance-Sheet Risk And Financial Instruments With 
Concentrations of Credit Risk 
 

No change. 
 

Note 17 – Sale, Transfer, and Servicing of Financial Assets and Extinguishments of Liabilities 
 

A. No change.  
B. No change.  
C. Not applicable. 

 
Note 18 – Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Plans 
 

No change.  
 
Note 19 – Direct Premium Written / Produced by Managing General Agents / Third Party Administrators 
 

No change. 
 
Note 20 – Fair Value Measurement 
      

A. Assets Measured at Fair Value on a Recurring Basis 
 

(1) Fair Value Measurements at Reporting Date 
(a) Assets at Fair Value 
 

 Level 1 Level 2 Level 3 Total 
Common Stock 7,553,853 0 0 7,553,853 
        Total Assets at Fair Value 7,553,853 0          0 7,553,853 

 
(b) Liabilities at Fair Value: Not applicable. 



 6.2 

STATEMENT AS OF SEPTEMBER 30, 2014 OF THE REPUBLIC-FRANKLIN INSURANCE COMPANY 
NOTES TO FINANCIAL STATEMENTS 

 
 (2) Not applicable. 
 
(3) Not applicable. 
 
(4) The following are the levels of the hierarchy and a brief description of the type of valuation inputs that are used to establish 
each level: 

 
Pricing Level 1 – Valuations based on unadjusted quoted prices in active markets for identical assets that our pricing sources 
have the ability to access.  Since the valuations are based on quoted prices that are readily and regularly available in an 
active market, valuation of these securities does not entail a significant amount or degree of judgment. 

 
Pricing Level 2 – Valuations based upon quoted prices for similar assets in active markets, quoted prices for identical or 
similar assets in inactive markets; or valuations based on models where significant inputs are observable (e.g. interest rates, 
yield curves, prepayment speeds, default rates, loss severities) or can be corroborated by observable market data. 

 
Pricing Level 3 – Valuations that are derived from techniques in which one or more of the significant inputs are unobservable, 
including broker quotes which are non-binding. 
 

(5) Not applicable. 
 

B. Not applicable. 
 

C.  
 

Type of Financial 
Instrument 

Aggregate 
Fair Value 

Admitted Assets Level 1 Level 2 Level 3 Not Practicable 
(Carrying Value) 

Bonds 80,161,132 77,4762,454 100,000 80,061,132 0 0 
Common Stock 7,553,853 7,553,853 7,553,853 0 0 0 
 

D. Not applicable. 
 
Note 21 – Other Items 
 
       No change.  
 
Note 22 – Events Subsequent   

                 
No change. 
 

Property & Casualty Specific Notes 
 
Note 23 – Reinsurance      
  
 A – D.  No change. 

E.         Commutation of Ceded Reinsurance 
 
Effective June 26, 2014, the Company entered into a Commutation and Release Agreement with Excalibur Reinsurance 
Corporation.  The effect of this commutation is shown in the table below. 
 

(1) Losses incurred $9,305 
(2) Loss adjustment expenses incurred $   119 
(3) Premiums earned $       0 
(4) Other $       0 

(5) Company Amount 
 Excalibur Reinsurance Corporation $14,135 

 
 F – I. No change. 

               
Note 24 – Retrospectively Rated Contracts and Contracts Subject to Redetermination 
 
 No change. 
 
Note 25 – Change in Incurred Losses and Loss Adjustment Expenses 
 
Reserves as of December 31, 2013 were $32.7 million. As of September 30, 2014, $6.7 million has been paid for incurred claims and claim 
adjustment expenses attributable to insured events of prior years. Reserves remaining for prior years are now $28.4 million as a result of 
re-estimation of unpaid claims and claim adjustment expenses. Therefore, there has been a $2.4 million unfavorable prior-year 
development since December 31, 2013 to September 30, 2014.  
 
Note 26 – Intercompany Pooling Arrangements 
 
Effective July 1, 2014, Founders Insurance Company joined the Pooling Reinsurance Agreement with its affiliated companies of the Utica 
National Insurance Group. The agreement now states the following percentages of participation: 

 
  NAIC Co. Code          Name    Percentage  
 

     25976   Utica Mutual Insurance Company       84% 
       25984   Graphic Arts Mutual Insurance Company        5% 
       12475   Republic-Franklin Insurance Company       3% 
       10687   Utica National Assurance Company        2% 
       43478   Utica National Insurance Company of Texas       1%  
       14249   Founders Insurance Company        5% 



 6.3 

STATEMENT AS OF SEPTEMBER 30, 2014 OF THE REPUBLIC-FRANKLIN INSURANCE COMPANY 
NOTES TO FINANCIAL STATEMENTS 

 
The pooling agreement covers premiums, losses and LAE for all lines of business and the majority of operating expenses. The significant 
insurance operations and related transactions are also subject to this pooling agreement. 

 
Note 27 – Structured Settlements 
 
 No change.  
  
Note 28 – Health Care Receivables  
 
 No change. 
 
Note 29 –Participating Policies 
 
       No change.    

  
Note 30 –Premium Deficiency Reserves 

 
No change.  

   
Note 31 – High Deductibles 
 

No change.  
 

Note 32 – Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses 
 
       No change.  
 
Note 33 – Asbestos / Environmental Reserves     
 
 No change. 
 
Note 34 – Subscriber Savings Accounts 
 

No change 
 

 Note 35 –Multiple Peril Crop Insurance  
 

No change.  
 
Note 36 –Financial Guaranty Insurance  
 

No change.  
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART

UTICA NATIONAL INSURANCE GROUP             ORGANIZATION STRUCTURE            SEPTEMBER 30, 2014 

 (5)
Utica Mutual Graphic Arts Mutual

Utica Lloyd's of Texas Insurance Company Insurance Company (pooled)

75-2833000   10990   TX 15-0476880   25976   NY 13-5274760   25984   NY

 (1)  (3)  (3)  (3)  (2)  (3)  (3)  (3)
 

Utica Lloyd's, Inc. Utica Specialty Risk UNI-Service Life  Utica National Republic-Franklin Utica National Insurance UNI-Service Nationwide 
Insurance Company Agency, Inc.  Assurance Company Insurance Company Company of Texas Operations Corporation Holdings, Inc.

 
06-1592900     TX 75-1783406   43451   TX 16-1228033     NY  16-1486064   10687   NY 31-4290270   12475   OH 75-1771221   43478   TX 16-0985531     NY 36-3182005     IL

 (3)   (4)  (4)  (6)
 

Utica National Insurance  UNI-Service Risk Special Risk Founders
Company of Ohio  Management Corp. Solutions, Inc. Insurance Company

 
27-2764004     13998     OH  16-0976670     NY 16-1118374     NY 36-2748795   14249   IL

 

 (7)  (7)

Founders Insurance Pillar Premium
Company of Michigan Finance Company

38-2613776   18180   MI 36-3250110     IL

1. Owned 100% by Utica Mutual Insurance Company;
operates as attorney-in-fact for Utica Lloyd's of Texas.

3. Owned 100% by Utica Mutual Insurance Company.

4. Owned 100% by UNI-Service Operations Corporation.

6. Owned 100% by Nationwide Holdings, Inc.

7. Owned 100% by Founders Insurance Company.

5. A Texas Lloyd's association of twelve underwriters
under sponsorship of the Utica Mutual Insurance
Company.

2. Owned 94% by Utica Mutual Insurance Company and   
6% by Graphic Arts Mutual Insurance Company.
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