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1)  Summary of Significant Accounting Policies and Going Concern 
�

A)� The accompanying financial statement of American Modern Select Insurance 
Company (the “Company”) has been prepared in conformity with accounting 
practices prescribed or permitted by the National Association of Insurance 
Commissioners and the State of Ohio. 

 
State Q2 2016 2015

(1) Net income, state basis OH 1,901,120  9,350,074  

(2) Effect of state prescribed practices

(3) Effect of state permitted practices

(4) Net income, NAIC SAP basis 1,901,120  9,350,074  

State Q2 2016 2015

(5) Policyholders' surplus, state basis OH 55,002,482 52,731,283 

(6) Effect of state prescribed practices

(7) Effect of state permitted practices

(8) Policyholders' surplus, NAIC SAP basis 55,002,482 52,731,283 

Description

Description

�
 

B)� No change. 
C)� No change. 
D)� Not applicable until annual 2016. 

 
2)  Accounting Changes and Corrections of Errors 

No change. 
 
3)  Business Combinations and Goodwill 
   No change. 
 
4)  Discontinued Operations 

Not applicable. 
 
 5)  Investments      

A)� Mortgage Loans 
          Not applicable. 
      

B)� Debt Restructuring 
         Not applicable. 
 

C)� Reverse Mortgages 
Not applicable. 

 
D)� Loan - Backed Securities 

         Not applicable. 
 

E)� Repurchase Agreements and/or Security Lending Transactions 
  Not applicable. 
 

F)� Real Estate 
     Not applicable.   
 

G)� Investments in Low-Income Housing Tax Credits (LIHTC) 
Not applicable.    

 
H)� Restricted Assets 

Not applicable.  
 

I)� Working Capital Finance Investments 
Not applicable. 

  
J)� Offsetting and Netting of Assets and Liabilities 

Not applicable. 
  

K)� Structured Notes 
Not applicable. 

  
 6)  Joint Ventures, Partnerships and Limited Liability Companies 

No change. 
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 7)  Investment Income 
A)� Accrued Investment Income 

The Company does not admit investment income due and accrued if amounts are 
over 90 days past due (180 days for mortgage loans). 

 
B)� Amounts Nonadmitted 

Not applicable. 
 
 8)  Derivative Instruments 

No change. 
 
 9)  Income Taxes 

No significant change. 
 
 10)  Information Concerning Parent, Subsidiaries, Affiliates & Other Related Parties 
 

A)No change. 
 
B)No change. 
 
C)�No change. 
 
D)�As of June 30, 2016, American Modern Select Insurance Company had a balance due 

from related parties in the amount of $ 36,770,337 and a balance due to related 
parties in the amount of $ 19,425,855. 

 
E)�No change. 
 
F)�No change. 
 
G)�No change. 
 
H)�No change. 
 
I)�No change. 
 
J)�No change.  
 
K, L, M, N) Not applicable. 

 
11)  Debt 

A)� The Company has no outstanding debt. 
 
B)� Funding Agreements with Federal Home Loan Bank (FHLB) 

Not Applicable 
 
12)  Retirement Plans, Deferred Compensation, and Other Postretirement Benefit Plans 
 
     A, B, C, D, E, F, H, I, Not applicable. 
       

G) No significant change. 
 
13)  Capital and Surplus, Dividend Restrictions, and Quasi-Reorganizations 
 

1)� No change. 
 
2)� No change. 
 
3)� No change. 
 
4)� No change. 
 
5)� No change. 
 
6)� No change. 
 
7)� Not applicable. 
 
8)� Not applicable. 
 
9)� Not applicable. 
 
10)� The portion of unassigned funds (surplus) represented or reduced by 

cumulative unrealized capital gains is $141,191, less applicable deferred 
taxes of $49,417, for a net balance of $91,774. 
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11)� Not applicable. 
 
12)� Not applicable. 
 
13)� Not applicable. 

 
14)  Liabilities, Contingencies and Assessments 
      

A)� The Company has no contingent commitments as of June 30, 2016. 
 

B)� The Company receives various state assessments throughout the year but at this 
time is unable to estimate the possible amounts and the corresponding impact on 
the financials. 

 
C)� The Company does not have any gain contingencies. 

 
D)� The Company does not have any claims related extra contractual obligations or 

bad faith losses to report.   
 

E)� Product Warranties – Not applicable 
 

F)� Joint and Several Liabilities – Not applicable 

 
G)� The Company currently has no pending legal proceedings that are beyond the  

ordinary course of business which could have a material financial effect. 
 
15)  Leases 
 

A)� Not applicable. 
 

B)� Not applicable. 
 
16)  Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with 

Concentrations of Credit Risk  
 

1)� Not applicable. 
 

2)� Not applicable. 
 

3)� Not applicable. 
 

4)� Not Applicable. 
 

17)  Sale, Transfer and Servicing of Financial Assets and Extinguishments of   
Liabilities 

 
A)� Transfers of Receivables Reported as Sales 

Not applicable. 
 

B)� Transfers and Servicing of Financial Assets 
Not applicable. 

 
     C) Wash Sales 

1) Not applicable.   
 
         2) Not applicable. 
 
18)  Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured 

Portion of Partially Insured Plans  
 

A)� Administrative Services Only (ASO) Plans 
Not applicable.  

 
B)� Administrative Services Contract (ASC) Plans 

Not applicable. 
 

C)� Medicare or Other Similarly Structured Cost Based Reimbursement Contracts 
Not applicable. 

 
19)  Direct Premium Written/Produced by Managing General Agents/Third Party 

Administrators 
 
     Not applicable. 
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20)  Fair Value Measurements 
 

A)� Inputs Used for Assets and Liabilities Measured and Reported at Fair Value 
 

1)� Items Measured and Reported at Fair Value by Levels 1, 2 and 3. 
 

The Company classifies the assets and liabilities that require measurement of 
fair value on a recurring basis based on the priority of the observable and 
market-based sources of data into a three-level fair value hierarchy.  The 
fair value hierarchy gives the highest priority to quoted prices in active 
markets for identical assets or liabilities (Level 1) and the lowest priority 
to unobservable inputs (Level 3). The three levels of the fair value hierarchy 
are as follows: 

 
Level 1 – Valuations based on quoted prices in active markets for identical 
assets or liabilities that the entity has the ability to access. 

 
Level 2 – Valuations based on significant other observable inputs other than 
those included in Level 1, such as quoted prices for similar assets or 
liabilities, quoted prices in markets that are not active, or other inputs 
that are observable or can be corroborated by observable data for 
substantially the full term of the assets or liabilities. 

 
Level 3 – Valuations based on unobservable inputs such as when observable 
inputs are not available or inputs that are supported by little or no market 
activity and that are significant to the fair value of the assets or 
liabilities. The Company has no assets or liabilities measured at fair value 
in this category. 
 
The following table presents, for each of the fair value levels, the Company’s 
assets and liabilities that are measured at fair value on a recurring basis as 
of June 30, 2016: 

 
Financial assets and liabilities measured at fair value on a recurring basis 

 
Description Total 06/30/2016 Level 1 Level 2 Level 3 Total Gains (Losses)

Bonds -       -       -       -                  

Preferred stocks -       -       -       -                  

Total assets at fair value -       -       -       -                  

Total liabilities at fair value -       -       -       -                  
 

 
At the end of each reporting period, the Company evaluates whether any event 
has occurred or circumstances have changed which would cause an instrument to 
be transferred between Levels 1 and 2.  This policy also applies to transfers 
into or out of Level 3 as stated in paragraph 3 below. 
 
During the current year there were no transfers among Levels 1, 2 and 3. 
 

2)� Rollforward of Level 3 items 
 

The Company has no assets or liabilities measured at fair value in the Level 3 
category.  Therefore no table supplied. 

 
3)� Policy on Transfers into and Out of Level 3 
 

At the end of each reporting period, the Company evaluates whether any event 
has occurred or circumstances have changed which would cause an instrument to 
be transferred into or 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 3 
category. 

 
For securities whose prices are not available through pricing services or 
index providers, the prices are obtained from other sources such as broker-
dealers or pricing vendors.  Debt instruments are valued by index providers, 
pricing services or broker-dealers using standard market conventions.  The 
market conventions utilize market quotations, market transactions in 
comparable instruments and various relationships between instruments such as 
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yield to maturity, dollar prices and spread prices in determining value.  Cash 
instruments are priced with either a matrix pricing system that utilizes 
market yields and spreads, pricing vendors or amortized cost. 

 
5)� Derivative Fair Values 

Not Applicable 
 

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 above. 
 

2016 Type of Financial Instrument Fair Value Admitted Value Level 1 Level 2 Level 3
Not Practicable 
(Carrying Value)

Financial Instruments - Assets

Bonds 176,248,295  172,007,519  -         172,007,519 -         -            

Cash equivalents and short term investments 9,415,122    9,415,122    9,415,122   -         -         -            

TOTAL ASSETS 185,663,417  181,422,642  9,415,122   172,007,519 -         -            

Financial Instruments - Liabilities -          -          -         -         -         -            
 

 
D)�Financial Instruments for which Not Practicable to Estimate Fair Values 

None 
     
21)  Other Items 

 
A)� Unusual or Infrequent Items 

Not Applicable 
 

B)� Troubled Debt Restructuring 
Not Applicable 
 

C)� Other Disclosures 
a.� Agents' Balances or Uncollected Premiums in course of collections, 

according to the June 30, 2016 statement, equal $ 2,812,964.  There is no 
balance due from "Controlled" or "Controlling" Persons and there have been 
no collections from "Controlled" or "Controlling" Persons within 15 days 
preceding this statement.  Therefore, the Company holds no trust accounts, 
letters of credit or financial guaranty bonds for securing agents' balances 
and there is no non-admitted asset related to these transactions. 

 
b.� The direct premium reported contains known corrections to system data that 

did not accurately report the premium to the correct company and or state 
based on the property location and issuing company. The company continues 
to monitor for these types of discrepancies and will correct as required. 
Corrections to the data for these types of issues do not impact the net 
earned premium or the surplus due to the company’s pooling of the business. 

 
D)� Business Interruption Insurance Recoveries 

Not Applicable 
 

E)� State Transferable and Non-transferable Tax Credits 
Not Applicable 

 
F)� Subprime Mortgage Related Risk Exposure 

Not Applicable 
 

G)� Insurance-linked Securities 
Not Applicable 

 
22)  Events Subsequent 
 

There are no subsequent events that may have a material effect on the financial 
condition of the company. 
 
The company writes health insurance but such premiums are not subject to 
assessment under section 9010 of the Affordable Care Act because they are below 
the $25,000,000 assessable threshold. 
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23)  Reinsurance 
      

A)� Unsecured Reinsurance Recoverables 
The Company has no unsecured reinsurance recoverable. 

 
B)� Reinsurance Recoverables in Dispute  

The Company has no unsecured reinsurance recoverable currently in dispute. 
 

C)� Reinsurance Assumed and Ceded and Protected Cells 
 

1)�The following table summarizes ceded and assumed unearned premiums and the 
related commission equity at the end of the current year.          
                 

Premium Commission Premium Commission Premium Commission

a.  Affiliates 18,322,215   -          168,344,745  -          (150,022,529) -          

b.  All other -          -          -          -          -          -          

c.  Totals 18,322,215   -          168,344,745  -          (150,022,529) -          

d. Direct Unearned Premium Reserve 168,344,745  

Assumed Ceded Net

 
 

2)�The Company currently has no additional or return commission due to or from 
reinsurers as a result of contractual obligations that calculate 
commissionbased on loss experience or any other profit sharing agreement. 

 
3)� The Company has no protected cell risks. 

 
D)� Uncollectible Reinsurance 

The Company has not written off any uncollectible reinsurance during the year. 
 
E)� Commutation of Ceded Reinsurance  

Not applicable 
 

F)� Retroactive Reinsurance 
Not applicable 
 

G)� Reinsurance Accounted for as a Deposit 
Not applicable 
 

H)� Run-off Agreements 
Not applicable 
 

I)� Certified Reinsurer Downgraded or Status Subject to Revocation 
Not applicable 
 

J)� Reinsurance Agreements Qualifying for Reinsurer Aggregation 
Not applicable 
 

24)  Retrospectively Rated Contracts & Contracts Subject to Redetermination 
No change. 

 
25)  Change in Incurred Losses and Loss Adjustment Expenses 
 

Reserves as of December 31, 2015 were $9.1 million.  As of June 30, 2016 $3.6 
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 $4.7 million as a result of re-estimation of unpaid claims and claim 
adjustment expenses principally on Special Property, Homeowners, Private Passenger 
Auto Liability, and Other Liability lines of insurance.  Therefore, there has been 
a $0.8 million favorable prior year development since December 31, 2015.  The 
decrease in the reserve is generally the result of ongoing analysis of recent loss 
development trends. Original estimates are increased or decreased, as additional 
information becomes known regarding individual claims. 

 
26)  Intercompany Pooling Arrangements 

No change. 
 
27)  Structured Settlements 

No change. 
 
28)  Health Care Receivables 

No change.  
 
29)  Participating Policies 

No change. 
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30)  Premium Deficiency Reserves 
 

The Company evaluated the need to record a premium deficiency reserve as of the 
end of the current year and recorded an increase in the reserve since December 31, 
2015 of $907 for its property and casualty business.  This evaluation was 
completed on June 30, 2016.  The reserve is recorded in the aggregate write-in for 
underwriting deductions.  The Company does not anticipate investment income when 
evaluating the need for premium deficiency reserves. 
 
1.� Liability carried for premium deficiency reserves   $122,238 
2.� Date of the most recent evaluation of this liability  06/30/16 
3.� Was anticipated investment income utilized in the calculation No 

 
31)  High Deductibles 

No change. 
 
32)  Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expense 

No change. 
 
33)  Asbestos/Environmental Reserves 

No change. 
 
34)  Subscriber Savings Accounts 

No change. 
 
35)  Multiple Peril Crop Insurance 

No change. 
 
36)  Financial Guaranty Insurance 

No change. 
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