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IN THE SUPREME COURT OF THE STATE OF COLORADO

No

J. RICHARD BARNES, Commissioner )
of Insurance of the State of )
Colorado and Receiver of )
Manufacturers and Wholesalers )
Indemnity Exchange, )

)
Pet it ioner ,  )

)
v. )

)
D is t r ic t  Court in and fo r  the )
City and County of Denver and )
Robert T. Kingsley, a Judge )
assigned to that Court, )

* cJ / c

Oh ÌHÌ
'li G O U F 2 T  
 ̂ 0? COLORADO

•i’ AY o 1977

Original Proceeding

Error to the D istr ict  
Court in and for the 
City and County of 
Denver
Honorable Robert T. 
Kingsley, Judge

Respondents. )

PETITION FOR RELIEF IN THE NATURE OF PROHIBITION AND ORDER

J. Richard Barnes, as Commissioner of Insurance of 

the State of Colorado and Receiver of Manufacturers and 

Wholesalers Indemnity Exchange petitions this Court for a 

Writ of Prohibition permanently prohibiting Respondents from 

enforcing an Order entered by the Honorable Judge Robert T. 

Kingsley on Apri l  25, 1977 granting the motion of Richardson 

Lumber Company to intervene in C iv i l  Action No. C-60284 in 

the D is t r ic t  Court in and for the City and County of Denver, 

and for  an Order dissolving and setting aside that Order. 

Petitioner a l leges the following grounds for this petition;

1. Petit ioner,  J. Richard Barnes, is the 

Commissioner of Insurance of the State of Colorado and duly 

appointed Receiver of Manufacturers and Wholesalers 

Indemnity Exchange.

2. Manufacturers and Wholesalers Indemnity 

Exchange ("M & W") is an unincorporated interinsurance 

exchange organized under and regulated by T it le  10, Section 

13, C.R.S. 1973, and its  predecessors.

3. Petitioner has broad duties under Colorado law 

(§10-1-101, C.R.S. 1973, et seg. ) to regulate Colorado 

insurance companies including M & W.

4. In November 1974, the Insurance Department of
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the State of Colorado began an examination of the a f f a i r s  of 

M & W as of June 30, 1974.

5. On January 14, 1975, Pet it ioner  held a 

hearing, and acting under Section 10-3—404, C.R.S. 1973 

made a determination of M & W's delinquency (e f fec t ive  

January 13, 1975). On the same date, acting under Section 

10-3-408, C.R.S. 1973, Pe t it ioner  issued an order placing  

M & W in conservatorship.

6. On November 26, 1975, Pet it ioner  f i l e d  the 

Complaint in c i v i l  action number C-60284 in the D is t r ic t  

Court for the City and County of Denver (the "Receivership  

Court" ) ( Richard Barnes v . Manufacturers &_ Wholesalers 

Indemnity Exchange) .  The Complaint requested that M & W be 

declared to be insolvent and sought an order appointing 

Petitioner as Receiver of M & W as is  required by Section 

10-3-503(1), C.R.S. 1973. Copies of this Complaint and the 

Acceptance of Service and Consent to an Order are attached 

as Exhibit A.

7. On December 1, 1975 the Receivership Court 

entered an Order appointing Pet it ioner  as Receiver of M & W 

and directing him to perform the statutory duties of the 

Receiver, including co l lect ing  and preserving the assets of 

M & W for the bene f it  of i ts  c red itors .  On December 10,

1975, the Receivership Court entered an order nunc pro tunc 

December 1, 1975, adjuding M & W to be insolvent. Copies of 

these orders are attached as Exhibit B.

8. A l l  p o l i c ie s  of insurance were cancelled by 

Order of the Receivership Court as of December 15, 1975, and 

policyholders as of that date were given notice of

cancellation. See Exhibit C.

9. On February 7, 1977, Petit ioner moved the 

Receivership Court for  an Order approving an assessment of 

the subscribers of M & W. Copies of that motion, the 

Memorandum in Support of that Motion, the form of Order 

requested, and the A f f id av i t  of William H. O'Bryan in
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support of that Motion are attached to this Pet it ion  as 

Exhibit D.

10. The Receiver sought authority from the Court 

to levy this assessment on grounds which may be summarized 

as follows:

(a )  The Receiver is  the statutory successor 

to the contract r igh ts  of M & W and may exercise these 

rights to recover M & W's assets ;

(b) M & W had a contract r ight of assessment 

against i t s  subscr ibers ,  who agreed to subscribe up to 

one additional annual premium per po l icy ,  subject to 

the c a l l  of M & Vi's Finance Committee, to pay M & W's 

excess losses;

(c )  The Receiver has the power and the duty 

to exercise this  r igh t  of assessment on behalf of M & W 

and fo r  the bene f it  of i t s  cred itors ;

(d) M & W experienced excess losses within 

the meaning of the agreement authorizing the contingent 

assessment l i a b i l i t y  in the years 1974 and 1975 as 

shown by f inancia l  statements submitted to the Court;

(e )  M & W is  insolvent and the assessment is  

necessary in order to pay M & W's debts;

( f )  The amount of the assessment was 

reasonable in l igh t  of M & W's uncertain l i a b i l i t i e s  

and the expenses of co l lecting  the assessment.

11. On February 7, 1977, the Receivership Court 

entered an order approving the assessment as requested (the  

"Order Approving Assessment" ) .  A copy of  that Order is 

attached to th is  P e t i t i o n  as Exh ib i t  E.

12. On March 10, 1977, the Receivership Court 

granted Pe t i t ion e r 's  Motion for an Order Amending the Order 

Approving Assessment by changing the form of Notice of 

Assessment. A copy of that Order is attached to this  

Petition as Exhibit F.

13. Pursuant to the Order Approving Assessment,
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the Receiver caused the assessment l i a b i l i t y  of each 

subscriber to be calculated by computer and printed on

notices of assessment of the form authorized by the 

Receivership Court.

14. The subscribers designated in the Order 

Approving Assessment were subsequently assessed by mailing 

the notices of assessment to them.

15. On Apri l  21, 1977 Richardson Lumber Company, 

a Colorado corporation, f i l e d  with the Receivership Court 

its Motion to Intervene; Answer, Denial and Protest of 

Assessment; and Notice to Set for Forthwith Hearing. Copies 

of these f i l i n g s  are attached to this Petition as Exhibit G.

16. On Apri l  25, 1977 a hearing was held before 

the Receivership Court, Judge Robert T. Kingsley, at the 

conclusion of which the Court granted the Motion of 

Richardson Lumber Company to intervene in the receivership  

proceedings. At this hearing, Pet it ioner 's  counsel urged, 

inter a l i a , that the Motion to Intervene was defective  

because i t  was not accompanied by a pleading as required by 

Colorado Rule of C iv i l  Procedure 24(c).

17. On Apri l  25, 1977 Petitioner f i led  a Motion 

for Reconsideration and to Strike Answer, Denial and Protest  

of Assessment. On Apri l  26, 1977 Petitioner f i led  a 

supporting Memorandum. This Motion and the Memorandum in 

Support of the Motion are attached to this Petition as 

Exhibit H.

18. On April  28, 1977 the Receivership Court held 

a hearing on Pet it ioner 's  Motion for Reconsideration and to 

Strike Answer, Denial and Protest of Assessment, at the 

conclusion of which the Court denied Petit ioner 's  Motion.

At this hearing Petit ioner 's  counsel urged, inter a l i a , that 

the Motion to Intervene was fa ta l ly  defective on 

ju r isd ic t iona l  grounds because it  was not accompanied by a 

pleading as required by Rule 24(c).

19. In entering its  Order granting the Motion of
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Richardson Lumber Company to Intervene on Apr i l  25, 1977,

ju r isd ic t ion  contrary to CRCP 24(c ) .

20. By continuing to permit Richardson Lumber 

Company to remain in th is  action as an intervenor without 

requiring Richardson Lumber Company to f i l e  a pleading as 

required by Rule 24(c) the D is t r ic t  Court continues to act 

without or in excess of i t s  ju r i s d ic t io n  contrary to CRCP

Court to issue i t s  W rit  of P roh ib it ion  permanently 

prohibiting and restra in ing  Respondents from permitting 

Richardson Lumber Company to intervene in C iv i l  Action No. 

C-60284 without f i l i n g  a pleading as required by Rule 24(c),  

and Petit ioner  fu rther  requests th is  Court enter an 

immediate Order d isso lv ing  and setting  aside the Order 

entered by the D i s t r i c t  Court on A p r i l  25, 1977 in C iv i l  

Action No. C-60284.

the D is t r ic t  Court proceeded without or in excess of its

24(c) .

WHEREFORE, Pe t i t ioner  respect fu l ly  requests this

Dated : 1977.

Respec t fu l l y  Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES 
Pro fess iona l  Corporation 
Kenneth L. Starr (246)
Sidney W. DeLong (5722)

1700 Broadway, Suite 2017 
Denver, Colorado 80290 
Telephone: 303/825-4400
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in the: d i s t r i c t

COURT IN AND FOR THE

CITY AND COUNTY'OF DENVER 

STATE OF COLORADO 

C i v i l  Ac t i on  N o . ^  0  2-

J. Richard Barnes as Commissioner o f  
Insurance, S t a t e  o f  Colorado

P l a i n t i f f

vs.

Manufacturers and Wholesal ers  
Indemnity Exchange

Defendant

)
)
)
)
)
)
)

.)
)
)
)
)
)

VERIFIED COMPLAINT 

AND

APPLICATION FOR 

RECEIVERSHIP

J. Richard Barnes, being duly sworn deposes and a l l e g e s :

1. > That th i s  ap p l i c a t i o n  is f i l e d  pursuant to 10-3-119 and Part  

f i ve  (5) A r t i c l e  three  (3)  T i t l e  ten (10) C.R.S.  1973.

2* That app l i cant ,  J.  Richard Barnes, is the duly appointed Commis­

sioner o f  Insurance o f  the S t at e  o f  Colorado.

3. That the Defendant,  Manufacturers and Wholesalers Indemnity - 

Exchange, is a rec iproca l  or  inter insurance  exchange casual ty  insurance 

company organized and operated under the laws o f  the State o f  Colorado 

and has i ts  home o f f i c e  t h e r e i n ;  that i t  is duly l icensed and qua l i f i e d  

as a Colorado domestic casua l ty  insurer and is current l y  doing business 

In the State o f  Colorado as we l l  as var ious  other  s ta tes .

k. Appl icant  is adv i sed ,  informed, b e l i e v e s ,  has determined a f t e r  

hearing and there f ore  a l l e g e s  that  the Defendant,  Manufacturers and 

Wholesalers Indemnity Exchange, is inso l vent  under 10—3 ~ 2.1 2 , C.R.S.

1973; that the Defendant,  Manufacturers and Wholesalers Indemnity 

Exchange, cannot s a t i s f y  the unencumbered cap i ta l  and surplus requi re ­

ments of  10-13-105, C.R.S.  1973; and that the f inanc ia l  condi t ion of  

the Defendant, Manufacturers and Wholesalers Indemnity Exchange, con­

tinues to s t e ad i l y  d e t e r i o r a t e  and has reached the point that any fur 

ther de te r i o ra t Ion w i l l  be hazardous to I t s  po l i cyho lder s ,  i t  c red i to rs



its subscribers,ts subscribers . and to the general  publ ic oi l  as is more ful ly set 

forth in the f indings of  f ac t ,  conclusions of  law and order issued by

Applicant and an Assistant  Attorney General November 2 6 , 1975 after  

hearing pursuant to 10-3-119, C.R.S. 1973 which Is attached and incor-  

porated by reference os though f u l ly  set forth herein.

5» Applicant. is further advised,  info rmed , be 1 i eves and has 

determined by the a foresaid hearing that further attempts at rehabi l i ta ­

tion of the Defendant, Manufacturers and Wholesalers Indemnity Exchange,

would be unsuccessful and unwarranted.

WHEREFORE: Applicant prays this Court enter its Order appointing J.

Richard Barnes as Commissioner of Insurance of the State of Colorado 

Receiver of Manufacturers and Wholesalers Indemnity Exchange, a reciprocal  

and all of the properties o f  said reciprocal,, with instructions to proceed 

forthwith to assemble a l l  of  its assets of whatsoever kind and nature and 

to preserve the same by l iqu idat ion  of the ^reciprocals business, or 

otherwise, for the benef it  and protection of  a l l  policyholders,  creditors  

and claimants and to do a l l  other acts generally required of receivers 

under the direction of this Court.

J. Richard Barnes, being f i r s t  duly sworn, states that he has 

read the foregoing Complaint and Application for Receivership and that 

the facts set forth therein are true of his own knowledge, except as to 

matters set forth upon information and be l i e f  and as to those matters 

also he believes the same to b

VERIFICATION

Sworn and Subscribed to before me t h i s T j ^ d a y  of November 1975

My comm i ss

FOR THE A1

Assistant Attorney General



STATE OF COLORADO

DIVISION OF INSURANCE

IN THE NATTER OF

Manufacturers and Wholesalers 
Indemnity Exchange

Respond

)
)
) FINDINGS OF FACT
)
) CONCLUSIONS OF LAW
)
) AND ORDER

t.  )
)

HEARING

The above matter came on f or  HEARING upon expedi ted,  and duly 

consented to ,  NOTICE be fore  the Commissioner o f  Insurance and the 

Attorney General o f  the State  o f  Colorado on November 25, 1975.

The NOTICE OF HEARING was dated and signed by the Commissioner o f

Insurance on November 2^, 1975» and a l l  o f f i c e r s ,  d i re c to rs  and persons

ent i t l ed  to v o t e  o f  Manufacturers and Wholesalers Indemnity Exchange

and i ts A t t o rn ey - i n -Fa c t , Hiram C. Gardner Inc . ,  consented by resolu-
*

t ion under the Colorado Corporations Act to a HEARING under 10-3“ !19,

C.R.S. 1973, November 25, 1975 on the matter o f  whether or not an a p p l i ­

cat ion f o r  rece i ve rsh ip  in l i qu idat i on should be f i l e d  to wind up the 

a f f a i r s  o f  Manufacturers and Wholesalers Indemnity Exchange.

Throughout the proceedings the Respondent, Manufacturers and Whole­

salers Indemnity Exchange, was represented by i t s  Pres ident ,  John H. 

Ronnebeck, and by Sanford B. Hertz as counsel .

The Commissioner o f  insurance, J. Richard Barnes, C.L.U. ,  was present 

throughout the HEARING. The Attorney General was represented by Thomas 

Frank, Ass i s tant  Attorney General. The Commissioner o f  Insurance and 

the r epresentat i ve  o f  the Attorney General j o i n t l y  presided at the 

HEARING.

The purpose o f  the HEARING, as set  f or th  in the NOTICE OF HEARING, 

was " t o  determine whether an Appl i cat ion f o r  Receivership o f  Manufac­

turers and Wholesalers Indemnity Exchange should be made to a court in 

this s t a t e  and to provide Manufacturers and Wholesalers Indemnity 

Exchange ample opportuni ty to submit evidence as to I ts  f inanc ia l  con­

d i t i on "  a & prescribed by 10-3“ H9»  C.R.S, 1973*
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Testimony and other cvIdcnce was - r e ce i ved . Predicated on this e v i ­

dence, the f o l l ow ing  FINDINGS OF FACT, CONCLUSIONS OF LAW and ORDER are 

Issued.

FINDINGS OF FACT

On or about January 1A, 1975 the Commissioner o f  Insurance made a 

Determination o f  Del inquency a f t e r  hearing upon a P e t i t i o n  for  Instruc­

t ion and Declaratory  Judgment f i l e d  by Hiram C. Gardner and Manufacturers 

and Wholesalers Indemnity Exchange which hearing disc losed that the 

capi tal  and surplus o f  Manufacturers and Wholesalers Indemnity Exchange 

may have been below the minimum prescribed by law and the Commissioner 

o f  Insurance placed Manufacturers and Wholesalers Indemnity Exchange 

under an Order o f  Conservators!"»!p In an e f f o r t  to cor rec t  said d e l i n ­

quency.

The Determination o f  Delinquency and Order o f  Conservatorship were 

issued to pro tec t  the publ ic and the pol i cyholders  o f  Manufacturers and 

Wholesalers Indemnity Exchange, to reso l ve  the f inanc ia l  problems o f  

Manufacturers and Wholesalers Indemnity Exchange, to conserve the assets 

o f  Manufacturers and Wholesalers Indemnity Exchange and to avoid the 

ins t i tut i on  o f  r ece i vership proceedings i f  poss ib le .

Manufacturers and Wholesalers Indemnity Exchange has been unable 

to r e c t i f y  the del inquency in i t s  f inanc ia l  condi t ion whi l e  in Conserva­

torship.  I t s  f inanc ia l  condi t ion continues to s t ead i l y  d e t e r i o ra t e  each 

operat ing month.

The to ta l  l i a b i l i t i e s  o f  Manufacturers and Wholesalers Indemnity 

Exchange have not as yet  been f u l l y  determined but they 'are  substant ia l l y  

in excess o f  i t s  assets.

Al l  t en t a t i v e  proposals f or  f inanc ia l  assistance or r e l i e f  f or  Manu­

facturers and Wholesalers Indemnity Exchange have been explored and exha­

usted unsa t i s f a c t o r i l y  to the capi tal  and surplus pos i t i on o f  Manufac-
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turers ^nd Wholesalers  Indemnity Exchange.

The admitted asse t s  o f  Manufacturers and Wholesalers Indemnity 

Exchange are su b s t a n t i a l l y  l ess  than a l l  i t s  l i a b i l i t i e s  excluding from 

those l i a b i l i t i e s  amounts owed to s ecur i t yho ld er s  o f  Manufacturers and 

Wholesalers Indemnity Exchange.

Further attempts to r e h a b i l i t a t e  Manufacturers and Wholesalers 

Indemnity Exchange are  unwarranted.  The continued operat ion o f  Manu- 

facturers and Wholesalers  Indemnity Exchange is hazardous to the publ ic  

and the po l i cyho lder s  o f  Manufacturers and Wholesalers Indemnity Exchange. 

It is m the best i n t e r e s t s  o f  a l l  concerned to have Manufacturers and 

Wholesalers Indemnity Exchange placed in r ec e i v e rsh ip  f o r  l i qu ida t i on .

CONCLUSIONS OF LAW

Under the p rov i s i ons  o f  10—3~212, C.R.S.  1973» Manufacturers and 

Wholesalers Indemnity Exchange is INSOLVENT.

Al l  attempts at  r e h a b i l i t a t i o n  o f  Manufacturers and Wholesalers 

indemnity Exchange undertaken under Part  A o f  A r t i c l e  3, T i t l e  10 C.R.S. 

1973 having proved unsuccess fu l ,  th i s  HEARING is authorized and proper 

under 10-3-119, C.R.S.  1973.

The prov is ions o f  10-3-119» C.R.S.  1973 ore herewith sa t i s f i e d  

and an appl i ca t i on  f o r  r e c e i v e r sh ip  to a court  o f  competent j u r i s d i c t i o n  

in this s ta t e  Is j u s t i f i e d  and required by the evidence and law.

O R D E R

Based on the ev idence  adduced here in on November 25» 1975 and the 

above FINDINGS OF FACT and CONCLUSIONS OF LAW, and under the author i ty  

of  10- 3-119 and Part  5, A r t i c l e  3, T i t l e  10 C.R.S.  1973 i t  is herewith 

ORDERED that an ap p l i c a t i on  f o r  RECEIVERSHIP o f  Manufacturers and 

Wholesalers Indemnjty Exchange shal l  be made to a court in this s t a t e . .



IN
■ - V t
THt U I o i RI CT COURT IN AUD FOR THE 

CITY AUD COUNTY OF DENVER 

STATE OF COLORADO '

Civ i l  Action Mo.

fi I

J. RICHARD UARHES, as Commissioner )
of Insurance of  the State of  Colorado )

)
Plaint i f f ,  )

)
v ‘ )

)
MANUFACTURERS AMD W HO LESALERS )
I ÜDûMii I TY EXCHANGE , a Colorado )
corporation, )

)
Defendant. )

)

ACCEPTANCE OF SERVICE AND CONSENT 

TO AN ORDER APPOINTING RECEIVER 

( in l iquidât ion)

I, John H. Ronnebeck, as president of  Manufacturers and V/holesalers

Indemnity Exchange, hereby acknowledge, admit, and accept service of  process 

in the above ent i t l ed  action in the City and County of  Denver, State of  

Colorado, this 30th day of  November 1975» and further consent without

r hearing on behal f  of  said Company to the r e l i e f  as requested in the

Complaint herein.

C: / V■
' ■ ; ■■ / . /  V ,

j  oh O'. N- ^¿mnel^eck , 
as President of  Manufacturers and 
Wholesalers Indemnity Exchange, a 

¿Colorado corporation

STATE OF COLORADO )
) ss.

CITY AND COUNTY OF DENVER )

On this 30th day of  November, 1975, John II. Ronnebeck known to 

me to be the person who executed the foregoing Acceptance of Service 

and Consent to an Order Appointing Receiver ( in l i qu idat ion ) ,  acknow­

ledged to me that he did read the foregoing and that it is true and 

correct' to his best knov/ledge and b e l i e f .

\I J ,  : , v .
fota ry Publ ic

r*. re/

My commission expires -----------------------



) )
IN Tilt DISTRICT COURT IN AND FOR THE CITY

AND COUNTY OF DENVER, STATE OF COLORADO 

CIVIL ACTION NO. Ç  -  /C OjX*/ COURTROOM ___

) 1J.  RICHARD BARNES, as Commissioner ) 
o f  Insurance of the State of )
Colorado,

P l a i n t i f f ,  )
)

MANUFACTURERS AND WHOLESALERS 
INDEMNITY EXCHANGE

v . )
)
)
)
)
)

ORDER APPOINTING RECEIVER

Defendant. )
)

The above-entitled matter having come on for hearing upon the

veri f ied Complaint and appl ication of the p l a in t i f f  for the appointment

o f  a receiver; and the Court having heard the evidence and counsel and 

defendant having consented in writing to the granting of the re l ie f  as 

prayed for in said Complaint, and to this Order, and the Court being 

fu l l y  advised in the premises, DOTH THEREFORE,

1. That J. Richard Barnes, as Commissioner of insurance of the 

State of Colorado, be and he is hereby appointed receiver of Manufacturers 

and V/holesalers Indemnity Exchange, a reciprocal and al l  of the proper­

ties of said defendant, real and personal, of whatsoever kind or nature;’ 

and said receiver is hereby directed and instructed to proceed forthwith 

to assemble a l l  the assets of said defendant and to preserve the same by 

l iquidation of the business, or otherwise, for the benefit and protection 

o f  all pol icyholders,  creditors and claimants, and to do al l  other acts 

generally required of receivers under direction of this Court.

2. That the bond of J. Richard Barnes as receiver be for the 

present fixed at the sum of Ten Thousand Dollars ($10,000).

3. That the defendant and any persons acting under its direction 

shal l ,  upon presentation of a cert i f ied copy of this order, deliver to 

the receiver any and al l  properties of the defendant, real or personal,

In its possession or under its control;  and that al l  persons are enjoined

ORDER, ADJUDGE AND DECREE:
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from in any Way d i s t u r b i "9 the possess ion o f  the r e c e i v e r  and from 

prosecuting any ac t i ons  o r  su i t s  which a f f e c t  the proper ty  o f  the 

defendant.

b. That unt i l  f u r th e r  order  o f  th i s  Court,  the said r ece i ve r  

be and he is hereby author i zed  f o r thw i th  to take and have complete and 

exclusive c on t r o l ,  possess i on ,  and custody a l l  o f  the assets  and property  

of the defendant,  sub j ec t  t o  the pro v i s i ons  o f  The Uniform Insurers 

Liquidation Act .

5. That said r e c e i v e r  be and he is hereby author ized to l i qu ida t e  

the a f f a i r s  and business o f  de fendant ,  sub j ec t  to the orders o f  this Court

6. That said r e c e i v e r  be and he is hereby author i zed,  in his d i s ­

cretion, to employ such spec i a l  deputy commissioners to act  f o r  him and 

such counsel,  c l e rks  and a s s i s t an t s  as he deems necessary in the conduct,  

control ,  and l i q u i d a t i o n  o f  the a f f a i r s  o f  the defendant and i t s  assets ,  

and said r ec e i ve r  be and he is hereby author i zed  to make such payments 

and disbursements as may be necessary and proper f o r  the preservat ion

of the proper t i es  o f  the de fendant ,  including the author i t y  to make 

payments o f  debts e n t i t l e d  to p r i o r i t y ,  and to pay wages o f  c l e r i c a l  

employees remaining unpaid.

7. That said r e c e i v e r  be and he is hereby authorized to r ece i ve  

and c o l l e c t  any and a l l  sums o f  money due or  owing to the defendant in 

any manner whatsoever,  whether the same is now due or shal l  hereaf ter  

become due and payable,  and he is author i zed to incur such expenses and 

make such disbursements as may, in his judgment,  be adv i sab le  or neces­

sary in connect ion wi th the l i q u i d a t i o n  o f  said defendant.

8. That said r e c e i v e r  be and he is hereby authorized to 

Inst i tute,  prosecute and d e f e n d c o m p r o m i s e , adjust ,  intervene in or 

become o 'pa r t y  to ,  suci, s u i t s ,  a c t i ons ,  proceedings at  law or in equi ty ,

\
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in State or Federal Courts, as may ¡n his opinion be necessary for the 

proper protection,  maintenance and preservation of the assets of the 

defendant in order to properly l iquidate its a f f a i r s ,  and l ikewise to 

defend, compromise or adjust,  or otherwise dispose of any and a l l  suits ,  

actions,  or proceedings instituted against him as receiver or against  

defendant herein, and also to appear in or conduct the defense of any 

sui t ,  or adjust or compromise any action or proceeding now pending 

In any Court by or against defendant, where such prosecution, defense,  

or  other disposit ion of such suits ,  actions, or proceedings, wi l l  in the 

judgment of said receiver be advisable or proper.

DONE IN OPEN COURT THIS 1st day of December, A.D.,  1975-

BY THE COURT:

Certified tò k *  a fail, try# aid correct 
copy of ih* óHpf'iaÌ »ft rny custody»

Certified tà ktr a tall, tnrnr correct
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IN THE DISTRICT COURT IN AND FOR THE 

CITY AND COUNTY OF DENVER 

STATE OF COLORADO 

No. C -60284 ,  Cour troom No. 6 H i '

0, 7  .

';'V CUSîr-'v

RICHARD BARNES, as C om m iss ioner  )
Insurance o f  th e  S t a t e  o f  C o l o r a d o ,  )

P l a i n t i f f ,

v. ORDER NUNC PRO TUNC

'ACTURERS AND WHOLESALERS 
INITY EXCHANGE,

D e f e n d a n t .

Th is  m a t t e r  comes on t o  be  h ea rd  upon the  Mot ion  f o r

•dor Nunc Pro  Tunc o f  J .  R i c h a r d  B a rn es ,  Commiss ioner o f  Insurance  

f the S ta te  o f  C o l o r a d o  as  r e c e i v e r  o f  M a n u fa c tu re r s  and Whole-  

alers Indemnity  E xchange ,  th rou gh  W. H. O 'B r i e n  as S p e c i a l  Deputy 

immissioner o f  In s u r a n c e  by  h i s  a t t o r n e y s ,  I r e l a n d ,  S t a p l e t o n ,  

ryor & Holmes P r o f e s s i o n a l  C o r p o r a t i o n ,  t o  c o r r e c t  th e  Order 

; po in t ing  R e c e i v e r  e n t e r e d  h e r e i n  December 1,  1975.

~nuse th a t  th e  Order  A p p o i n t i n g  R e c e i v e r  made by t h i s  Court on 

C-comber 1, 1975, does  n o t  f u l l y  r e f l e c t  th e  f i n d i n g s  o f  the Court 

then made and th e  r e c o r d s  o f  t h i s  C ou r t  shou ld  be c o r r e c t e d  

oo as to  conform t o  th e  f a c t s .

Indemnity Exchange w h i l e  n o t  y e t  f u l l y  d e t e rm ined  a r e  s u b s t a n t i a l l y  

in excess o f  i t s  a s s e t s  and M a n u fa c tu r e r s  and W h o le s a l e r s  Indemnity  

I-'.xchange i s  i n s o l v e n t .

I t  appears  f r o m  an i n s p e c t i o n  o f  th e  r e c o r d  o f  t h i s

I t  i s  h e r eb y  o r d e r e d  t h a t  th e  Order  A p p o in t in g  R e c e i v e r

amended to  i n c l u d e  t h e  f o l l o w i n g  f i n d i n g :

The t o t a l  l i a b i l i t i e s  o f  M an u fac tu re r s  and W ho le sa le rs

I t  i s  f u r t h e r  o r d e r e d  t h a t  t h i s  f i n d i n g  be en te r ed  h e r e in  

nc Pro Tunc as o f  December 1,  1975, as p a r t  o f  th e  Order  A p p o in t in g

•'iceiver. £
Dated t h i s  day o f  December,  1975.

Judge
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IN THr DISTRICT COURT IN AND FOR THE 

CITY AND COUNTY OF DENVER 

STATE OF COLORADO 

No. C - 60284, Court room No. 6

J. RICHARD BARNES, as Commiss ioner  )
of Insurance o f  the  S t a t e  o f  )
Colorado, )

)
P l a i n t i f f ,  )

tr io r C o u rt '■
•cantv of Denver, Colo. 
<> be a fu ll, tru e  and correc: 
■ li‘\ c .igm al In m y custody.’

v.

MANUFACTURERS AND WHOLESALERS )
INDEMNITY EXCHANGE , )

)
D e fe ndan t .  )

AMENDED ORDER REVOKING 
CERTIFICATE OF AUTHORITY 
AND CANCELLING ALL 
POLICIES OF INSURANCE 
AND BONDS

These m a t t e r s  coming t o  be heard  upon the  second Amended 

Motion o f  J.  R i chard  Barnes ,  Commiss ioner  o f  Insurance  f o r  the 

State o f  Co lo rado  as r e c e i v e r  o f  Manufac ture rs  and Who lesa l e rs  

Indemnity Exchange, through  W. H. O ’ B r i e n  as S p e c i a l  Deputy 

Commissioner o f  Insu rance  by h i s  a t t o r n e y s  I r e l a n d ,  S ta p l e t o n ,

Pryor & Holmes P r o f e s s i o n a l  C o r p o r a t i o n ,  t o  r evoke C e r t i f i c a t e s  

of Author i ty  and c a n c e l  a l l  p o l i c i e s  o f  insurance  and bonds, the 

Court hereby i s sues  the  f o l l o w i n g  a d d i t i o n a l  orders.:

1. A l l  bonds i n c l u d i n g  but  no t  l i m i t e d  to  su re ty  bonds 

and f i d e l i t y  bonds i s s u e d  by Manufac tur e rs  and Who lesa l e rs  Indemnity 

Exchange are t e rm in a t e d  and c a n c e l l e d  f o r  a l l  purposes e f f e c t i v e  

midnight, M . S . T . ,  December 15, 1975.

2. N o t i c e  t o  a l l  pe rsons  t o  whom and f o r  the b e n e f i t

of whom such bonds have been i ssued  by Manufac turers  and Who lesa lers  

Indemnity Exchange o f  t h e  t e r m i n a t i o n  and c a n c e l l a t i o n  o f  such bonds 

e f f e c t i v e  midn ight ,  M . S . T . ,  December 15, 1975, o f  these  r e c e i v e r ­

ship proceed ings  and o f  the  t ime  and manner i o r  f i l i n g  the Cxciims 

herein, be g i v e n  by m a i l i n g  such N o t i c e  to the lat>c known redress  

of each person o r  company to  o r  f o r  whom bonds have been _s^uea

not l a t e r  than December 10, 197 5.



)

3. The p u b l i c a t i o n i- A • j <_Lce o rd e r e d by t h i s  cour t

Decomber 5, 1975, i s  adequa te f o r a l l  pur pos.es to  in fo rm a l l

parsons and c0mpunies  t o  and f  0 r v;’horn bonds have been i ssued

M a n u f a c t u r e r s  unci W n o l e s a l e r s  I n d e m n i t y  h x c h a n c j e  o f  t h i s  o r d ‘ 

of c a n c e l l a t i o n  a n d  t h e  e x i s t a n c e  a n d  r e q u i r e m e n t s  o f L. i i cs r> ̂

proceeding.

Done t h i s  / day o f  December,  1975, by the Court .
X

• r s 'n  . /
7 0  b r i -  r  Y

Judce

- 2 -
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i:.' the d i s t r i c t  court

IN AuD FOR THE CITY AMD COUNTY OF DENVER 

STATE OF COLC" ADO

C i v i l  A c t i o n  No. C-60284 , Courtroom 6

:EXH!B!tJ D

J. RICHARD 
Insur ance

BARNES, as Commissioner 
o f  the S t a t e  o f  Co l o rado

P l a i n t i f f ,

v .

MANUFACTURERS AND WHOLESALERS 
INDEMNITY EXCHANGE,

De fendant .

)
)
)
)
)
)
)
)
)
)

MOTION FOR AN ORDER 
APPROVING ASSESSMENT

P l a i n t i f f  as s t a t u t o r y  R e c e i v e r  of  Manufacturers 

and Who l esa l e r s  Indemni ty  Exchange ( &  W) , moves the Court 

for an Order ,  a u t h o r i z i n g  and co n f i rm in g  an assessment 

against  the p o l i c y h o l d e r s  o f  M & W in  the form at tached to 

th i s  Mot ion,  and:

( 1 )  f i n d i n g  t h a t  M & Vi has incurred and w i l l  

incur excess  l o s s e s  f o r  the  years  197-, and 1975 and that  the 

assessment d e s c r i b e d  below i s  v a l i d ,  r easonable ,  and 

necessary ;

(2 )  approv ing  and a u th o r i z i n g  the Rece i ve r  to 

l evy an assessment a g a in s t  each su bsc r ib er  o f  M & W who had 

a p o l i c y  o f  insurance in f o r c e  a t  any time a f t e r  December 

31, 1973, f o r  an amount equal  to a l l  premiums earned under 

such p o l i c i e s  f o r  co ve rag e  a f t e r  tha t  c i t e ,  up to one annual 

premium per p o l i c y ;

(3 )  author iz ing  the Receiver to give each 

subscriber sc assessed a Notice  of  Assessment in the form 

attached as Exhib i t  A to the attached form of order and

( 4 )  author iz ing  the Receiver to do a l l  things 

which are, in his  judgment, necessary to enforce, set t l e ,  or 

compromise the assessment, including f i r i n g  c i v i l  actions in 

any court of competent j u r i s d i c t i o n  for enforcement of the 

assessment against  any subscriber  of the Exchange, and, to

that end:



C O

to engage counsel to represent M & w in

such actions and to prosecute such actions on teh 

M & W;

(b) to reimburse such counsel tor all its

disbursements and expenses, and for a reasonable 

attorneys fee, for representing M & W in such actions;

(c) to expend all other funds which are 

necessary and reasonable in connection with such 

actions; and

(d) to treat all such expenditures listed in 

this paragraph (4) as administrative expenses entitled 

to first priority for payment out of the assets of the 

Receivership.

As grounds for this Motion, the Receiver states 

that the proposed assessment is valid, reasonable in amount, 

and necessary for the protection of M & W's policyholder 

claimants, and other creditors. This is more fully 

demonstrated in the Memorandum of Law filed in support of 

this Motion.

Respectfully Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES

Attorneys for William Hu 
O'Bryan Special Deputy 
Commissioner of Insurance 
acting as Receiver of M & W 
1700 Broadway, Suite 2017 
Denver, Colorado 80290 
Telephone: 303-825-4400

Richard Barnes, as Commissioner 
of Insurance of the State of 
Colorado and Statutory Receiver 
of M >, W  ̂

Deputy Commissioner of Insurance 
of the State'of Colorado

- 2 -
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STATE OF COLORADO )
) ss.

CITY AND COUNTY OF DENVER )

WILLIAM H. O'BRYAN, be ing f i r s t  duly sworn, 

deposes and says tha t  he is the Spec i a l  Deputy Commissioner 

o f  Insurance o f  the S ta te  o f  Co lorado;  he has read the 

f o r e g o i n g  Mot ion f o r  an Order Approving Assessment;  knows 

the contents  t h e r e o f ,  and tha t  the mat te rs  th e r e in  conta ined 

are  t rue and c o r r e c t  to the bes t  o f  h i s  knowledge,  

in fo rma t i on  and b e l i e f .

( A i l l U ’A  Van > b
A-■ t

I >i i. J\ /• V-'
Notary  Pu b l i c

u
My Commission ex p i re s

r : A t /
0

- 3 -



NOTICE OF COURT ORDERED ASSESSMENT

TO: P o l i c y h o l d e r s  ( Subsc r i b er s )  o f  Manufacturers  and

Who lesa l e rs  Indemnity  Exchange whose insurance p o l i c i e s  

prov ided coverage  during any time a f t e r  December 31, 1973.

the f o l l o w i n g  person the sum ind i ca t ed  a t  the end o f  t h i s  

No t i c e :

J.  Richard Barnes,  as Commissioner o f  Insurance 
o f  the S ta te  o f  Colorado 

c/o W. H. O'Bryan
S pec i a l  Deputy Commissioner o f  Insurance 

ac t in g  as R ec e i ve r  o f  Manufacturers 
and Who lesa l e r s  Indemnity Exchange 

6265 East  Evans Avenue 
Denver,  Co lorado 80222

Th is  assessment i s  due and payable  w i th in  t h i r t y  

(30) days o f  the r e c e i p t  o f  t h i s  N o t i c e .

Manufacturers and Who lesa l ers  Indemnity Exchange 

is  p r e s e n t l y  in r e c e i v e r s h i p  proceed ings  in the S ta te  o f  

Co lorado.  ( J ^  Richard Barnes , as Commissioner o f  Insurance 

o f  the S ta t e  o f  Colorado v_  ̂ Manufacturers and Wholesalers  

Indemnity Exchange, C i v i l  A c t i on  No. C-60284, Courtroom 6, 

in the D i s t r i c t  Court in and f o r  the C i t y  and County o f  

Denver and S ta te  o f  Co l o ra do . )  Th is  assessment i s  l e v i e d  by 

the R e c e i v e r  o f  Manufacturers and Who lesa lers  Indemnity 

Exchange to pay excess  l o s s e s  o f  the Exchange, as author i zed 

by your agreement and power o f  a t t o rn ey  with Hiram C. 

Gardner,  I n c . ,  a t t o r n e y - i n - f a c t  and manager o f  the Exchange. 

The assessment and t h i s  N o t i c e  are author i zed  by Order o f  

the D i s t r i c t  Court in and f o r  the C i t y  and County o f  Denver,

premiums which were earned a f t e r  December 31, 1973 on any o f  

your p o l i c i e s  o f  insurance wi th Manufacturers and 

Wholesa le rs  Indemnity Exchange, up to one annual premium per 

p o l i c y .

You are  hereby assessed ,  and d i r e c t e d  to pay to

State  o f  Colorado entered February 1977 .

The amount o f  your assessment i s  equal to a l l

Your o b l i g a t i o n  to pay t h i s  assessment may not  be



reduced by any amount which you may c la im or b e l i e v e  tha t  

Manufacturers  and W h o l e s a l e r s  Indemni ty  Exchange owes you 

f o r  any reason ,  i n c l u d i n g  c l a ims  under your insurance 

p o l i c i e s  or c l a i m s  f o r  unearned premiums pa id to the 

Exchange .

Dated a t  Denver ,  C o l o r a d o ,  February ____ , 1977.

J .  Richard Barnes,  as Commis­
s i o n e r  o f  Insurance o f  the 
S t a t e  o f  Co lorado

By_________________________________________
W. H. O ’ Bryan, Spec ia l  Deputy 
Commissioner o f  Insurance f o r  
the  S t a t e  o f  Colorado
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IN THE DISTRICT COURT 

IN AND FOR THE CITY AND COUNTY OF DENVER 

STATE OF COLORADO

C i v i l  A c t i on  No. C-60284, Courtroom 6

J. RICHARD BARNES, as 
Commissioner o f  Insurance 
of the S ta te  o f  Co lorado,

P l a  i n t i f f ,

v .

THE MANUFACTURERS AND WHOLE­
SALERS INDEMNITY EXCHANGE,

De fendant .

)
)
)
)
) AFFIDAVIT OF WILLIAM H. 
) O’ BRYAN 
)
)
)
)
)
)

STATE OF COLORADO )
) s s .

CITY AND COUNTY OF DENVER )

W i l l i am  H. O'Bryan,  having been duly sworn,

s t a t e s :

(1 )  I  am Spec i a l  Deputy Insurance Commissioner o f  

the S ta te  o f  Co lorado,  a c t in g  f o r  P l a i n t i f f  as Rec e i ve r  o f  

Manufacturers and Wholesa l ers  Indemnity Exchange ("M & W") .

(2 )  I  submit t h i s  A f f i d a v i t  to be considered by 

the Court in support o f  the R e c e i v e r ' s  Motion f o r  an Order 

Approving Assessment.

(3 )  Exh ib i t s  A - l , A - 2 , and A-3 to the Memorandum 

are true cop ie s  o f  the forms o f  powers o f  a t to rney  signed by 

subsc r ibers  to M & W.

(4 )  Exh ib i t  B- l  and B-2 to the Memorandum are true 

c op ie s  o f  the two forms o f  c ont r ibu t i on  c e r t i f i c a t e s  issued 

to  Hiram C. Gardner,  Inc .  by M & W.

(5 )  Exh ib i t  C- l  to the Memorandum i s  a true copy 

o f  a chart  prepared at my d i r e c t i o n  and under my superv i s i on  

summarizing the r e su l t s  o f  M & W's opera t i on  f o r  the past 25 

y e a r s .  Th is  chart  was prepared from the f i n a n c i a l  records 

kept  by M & W.



)

( 6 )  E x h i o i t  C-2 to  the Memorandum in a :rue  ccoy  

o f  the f i n a n c i a l  s t a t e m e n t  f i l e d  w i t h  the Commissioner o f  

Insurance  f o r  the S t a t e  o f  C o l o r a d o  by Hiram C. Gardner fo r  

M & W as o f  December 31, 1974.

( 7 )  E x h i o i t  C-3 to  the Memorandum i s  a true cooy 

o f  an unaud i ted  f i n a n c i a l  s t a t e m e n t  f o r  M & W as c f  December 

31, 1975 which was p r e p a r e d  by my s t a f f  and based ucon 

unaudited  f i n a n c i a l  s t a t e m e n t s  g i v e n  to  me by John 

Ronnebeck, c o n s e r v a t o r  o f  M & W u n t i l  December 1,  1975, and 

upon subsequent  o p e r a t i o n s  o f  M & w u n t i l  the end o f  the 

year  .

( 8 )  E x h i b i t  C-4 t o  the  Memorandum i s  a true  copy 

o f  a p r e l i m i n a r y  b a l a n c e  s h e e t  and o p e r a t i n g  s ta tem ent  as o f  

December 31, 1975, p r e p a r e d  under my s u p e r v i s i o n  as S p e c i a l  

Deputy In s u ra n c e  C o m m iss ion e r .

( 9 )  E x h i b i t  D - l  and D-2 t o  the Memorandum are  

true  c o p i e s  o f  p r o v i s i o n s  c o n t a in e d  in p o l i c i e s  o f  insurance 

so ld  by M & W as p a r t  o f  the  s tan d ard  language  o f  such 

p o l i c i e s .

( 1 0 )  E x h i b i t  E to  the  Memorandum i s  a true  copy 

o f  the form o f  c e r t i f i c a t e  o f  assessm ent  l i a b i l i t y  

r e in su ran ce  wh ich ,  t o  the  b e s t  o f  my knowledge ,  was a t ta ched  

to c e r t a i n  p o l i c i e s  s o l d  by M & W.

(1 1 )  I  have  examined the  books,  r e co rd s  

( i n c l u d i n g  c l a im s  r e c o r d s )  and accou n ts  o f  M Sc W, and, based 

upon my e x a m in a t i o n  o f  th ose  r e c o r d s ,  my e s t im a t e  o f  the 

f u tu r e  expenses  o f  the  r e c e i v e r s h i p  and the c o s t s  o f  

c o l l e c t i o n  o f  the  a s s es sm en ts ,  and the e s t im a ted  l i a b i l i t i e s  

o f  M S< W, I  b e l i e v e  th a t  the assessm ent  proposed

- 2 -
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in the Motion under co ns idera t i on  is  necessary to M S W ana 

reasonab le  in amount.

DATED : \ _ Cv.,vUCa_u 19 r f -

*  \  T) s' 

/v ' c . V y, **~/̂ ~*—.

\AUJc

W i l l i  am H . 0 1 B r yâ j 

SUBSCRIBED AMD SWORN to b e f o r e  me th i s  ^ y4 ^  day o f

19 71-

. My Commission ex p i r e s :
■ [jy  Commission _9X>-iriijurl.§_4t_IS73

- 3 -



IN AND FOR THE CITY AND COUNTY OF DENVER 

STATE OF COLORADO

C i v i l  A c t i o n  No. C-6C284, Courtroom 6

u * r i c HARD BARNES, as  Com m iss ioner  
° f  In s u ra n c e  o f  th e  S t a t e  o f  
C o l o r a d o ,

P i a  i n t  i f f ,

v .

THE MANUFACTURERS AND WHOLE­
SALERS INDEMNITY EXCHANGE,

D e f e n d a n t .

)
)
)
)
)
)
)
)
)
)
)
)

MEMORANDUM IN SUPPORT 
OF SPECIAL DEPUTY 
RECEIVER'S MOTION FOR 
AN ORDER APPROVING 
ASSESSMENT

P l a i n t i f f ,  as s t a t u t o r y  R e c e i v e r  o f  M & W, submits  

t h i s  Memorandum o f  Lav/ v/ith a t t a c h e d  v e r i f i e d  e x h i b i t s  in 

support  o f  h i s  M o t i o n  f o r  an O rder  c o n t a i n i n g  c e r t a i n  

f i n d i n g s  and a p p r o v i n g  th e  p ro p o s e d  assessm en t .

PRELIMINARY STATEMENT

The R e c e i v e r  s e e k s  a u t h o r i z a t i o n  t o  l e v y  an 

assessment a g a i n s t  a l l  s u b s c r i b e r s  o f  M & W who had p o l i c i e s  

o f  in su ran ce  w i t h  M & W v/hich we re  in f o r c e  d ur ing  1974 or 

1975. Each s u b s c r i b e r ' s  a s s es sm en t  l i a b i l i t y  under t h i s  

assessment would  e q u a l  a l l  premiums earned a f t e r  December 

31, 1973 under t h a t  s u b s c r i b e r ' s  p o l i c i e s  up t o  one annual 

premium per  p o l i c y .  The M o t i o n  r e q u e s t s  the  Court  to f i n d  

th a t  the  p ro p o sed  as s e s sm en t  i s  v a l i d ,  n e c e s s a r y ,  .and 

r e a s o n a b le  in  amount and s ee k s  a p p r o v a l  and a u t h o r i z a t i o n  

f o r  the  R e c e i v e r  t o  l e v y  and e n f o r c e  the assessment .

Nature of an Inter insur ance E x c h a n g e .

M & W  is an u n i n c o r p o r a t e d  reciprocal, or 

i n t e r i n s u r a n c e , e x c h ange, o r g a n i z e d  under and regulated by 

Title 10, S e c t i o n  13, C .R .S .  1973, and its predecessors. An 

interinsurance e x c h a n g e  is an assoc i a t i o n  of individuals, 

partnerships, and c o r porations, each of whom agrees with the 

rest to exchange indemnity for certain risks on certain
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terms. By such an agreement,  the subscr ibers  o f  an 

in te r insurance  exchange,  who are a l so  p o l i c y h o l d e r s ,  insure 

each o ther  a ga ins t  l o s s e s  covered by th e i r  p o l i c i e s ,  thereby  

e l im in a t in g  the " middleman"--an insurance company. Thus, 

each subsc r ibe r  o f  an in te r insurance  exchange is both an 

insurer and an insured.

Al though an in te r in surance  exchange is an 

unincorporated a s s o c i a t i o n ,  i t  i s  ab l e to t ransac t  business 

because the s u b s c r i b e r s / p o l i c y h o ld e r s  appoint  an a t to rney  in 

f a c t  when they apply  f o r  t h e i r  p o l i c i e s .  S ince M & W1s 

c r e a t i o n  in June 1919 the a t to rney  in f a c t  f o r  i t s  members 

has been Hiram C. Gardner,  In c .  (HCG) a Colorado 

co rp o ra t i o n .  At tached as E xh ib i t s  A - l , A-2,  and A-3 are 

M & W's s tandard ized  forms o f  power o f  a t to rn ey .  These are 

d i scussed more f u l l y  below.

Because the premiums f i x e d  by the p o l i c i e s  may not  

be adequate to meet the l o s s e s  and expenses o f  an exchange, 

the members usua l l y  ag re e ,  as they did in M & W, tha t  the 

exchange may assess a d d i t i o n a l  amounts aga ins t  them in order 

to pay excess  l o s s e s  o f  the exchange. Th is  assessment r i g h t  

permi ts  i n te r insurance  exchanges to avoid c e r t a i n  s t a tu to ry  

c a p i t a l  and surplus requirements imposed on o rd inary  

insurance companies.

Account ing C h a r a c t e r i s t i c s  and Terminology o f  an 

In t e r  insur ance Exchange♦

The accounting c h a r a c t e r i s t i c s  o f  an 

in te r insurance  exchange r e f l e c t  the t ransac t i ons  i t  engages 

in and the requirements o f  insurance accounting se t  by 

s t a t u t e .  M & W so ld  p o l i c i e s  o f  insurance to i t s  

subscr ibers  for  premiums based on the type and per iod of  

c o ve rag e .  M & W re insured some o f  i t s  r i sks  under these 

p o l i c i e s  by ceding re insurance to c e r t a in  companies and 

paying a ceding commission. In turn,  M & W assumed 

re insurance  o f  some o f  the r i sks  o f  other insurers in return 

f o r  premiums. In addi t i on  to these t ransac t i ons ,  M & W

2 -
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invested i t s  a s s e t s  in a wi r

Under s t a t u t o r y  a ccou n t in g r e q u i r ed  by Co lo rado

law, and in t h i s  Memorandum, the  term " d i r e c t  premiums 

w r i t t e n  ( o r  p a i d ) "  r e f e r s  to  a l l  premiums r e c e i v e d  by M & ' 

in a g i v e n  y e a r  from the  d i r e c t  s a l e  o f  insurance ,  whether 

or not the  premiums a r e  " e a r n e d " „ " D i r e c t  earned premium 

income" i s  the  p o r t i o n  o f  d i r e c t  premiums w r i t t e n  which i s

earned premium income" e qu a ls  d i r e c t  earned premium income 

plus premiums r e c e i v e d  f o r  r e in s u r a n c e  assumed, and minus 

premiums pa id  f o r  r e in s u r a n c e  ceded .  "N e t  underv/r i t i n g  ga in  

or l o s s "  i s  the  d i f f e r e n c e  between  net  earned premium income 

and the t o t a l  o f  c l a im  l o s s e s  ( l i a b i l i t i e s  under p o l i c i e s  o f  

insurance or r e in s u r a n c e  assumed) and o p e r a t in g  expenses,  

in c lu d in g  the  e f f e c t s  o f  c ed in g  and assuming re in su rance .  

"Net  ( o r  o p e r a t i n g )  income" i s  n e t  u n d e r w r i t in g  ga in  or l o s s  

plus r e a l i z e d  income and l o s s  from a l l  o the r  sources ,  

c h i e f l y  in v e s tm e n ts .  F i n a l l y ,  n e t  income p lus  c e r t a in  

u n r e a l i z e d  changes  in a s s e t  v a lu e s  p lus  any c a p i t a l  

c o n t r i b u t i o n s  e qu a l  the g a in  or l o s s  to  " s u b s c r ib e r s '  

s u r p lu s , "  an account  r o u g h ly  ana logous  to  a s t o c k n o ld e r 1s 

e qu i t y  account .

an assessment l i a b i l i t y  on each p o l i c y  equal  to one annual 

d e p o s i t , "  or the  premium f o r  one year  s c o v e ra g e ,  ander the 

p o l i c y .  Some s u b s c r i b e r s  t o  M & W had more than m e  p o l i c y  

in su r in g  the  same r i s k  f o r  d i f f e r e n t  t ime p e r i o d s .  Some 

p o l i c i e s  were renewed a t  the end o f  t h e i r  p e r i o d s ;  o the rs  

were te rm ina ted  b e f o r e  t h e i r  p e r i o d s  ended. Some premiums 

were s e t  a t  a f i x e d  r a t e ;  o th e r s  v a r i e d  from month to  month 

under the terms o f  . the p o l i c y .

As r e q u i r e d  by s t a t u t e  M & W employs the accrua l  

bas is  f o r  d e t e rm in in g  i t s  p r o f i t  and l o s s .  When tne

at t r i b u t a o l e  to  c o v e r  ag e d ur ing  the  year  in quest ion. "Net

As i s  d i s c u s s e d  b e low ,  each sub sc r ib e r  agreed to

-3-
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exchange becomes aware o f  a p o s s i b l e  c la im under one o f  i t s  

insurance p o l i c i e s ,  a c la im l o s s  r e s e r v e  account is 

e s t a b l i s h e d  in an amount which the exchange b e l i e v e s  i t  w i l l  

u l t i m a t e l y  have to pay on the c la im.  I f  the c la im is 

co n t es te d ,  s e v e r a l  year s  may pass b e f o r e  the exchange can 

know fo r  c e r t a i n  what i t s  t o t a l  l i a b i l i t y  on the claim may 

be. As new in f o r m a t i on  on p o t e n t i a l  l i a b i l i t y  i s  r e c e i v ed ,  

the l o s s  r e s e r v e  i s  ad j us t ed .  Under s t a t u t o r y  account ing,  

such an adjustment  a f f e c t s  the exchange ' s  income in the year 

when i t  i s  made, i t  be ing  cons ide red  inap propr ia te  to a l t e r  

a l l  p r i o r  y e a r s '  f i n a n c i a l  s tatements  eve ry  time such an 

adjustment oc cu rs .  Because o f  t h i s  account ing p r a c t i c e ,  the 

Rece i ver  b e l i e v e s  i t  i s  r easonab l e  and necessary to use 

these adjustments in computing p r o f i t  or l o s s  in the year 

when they a re  booked.

Co lo rado  s t a t u t o r y  account ing r e qu i r e s  insurance 

companies to  r e p o r t  to  the Insurance Commissioner c e r t a in  

items o f  ga in  or l o s s  in surp lus ,  e . g .  changes in the value 

o f  non-admitted a s s e t s ,  and unrea l i z ed .  c a p i t a l  ga ins or 

l o sses  on inves tments .  S t a t u t o r y  r e s e r v e  requirements are 

se t ,  and the g e n e r a l  f i n a n c i a l  h e a l th  o f  the exchange is 

judged,  by these  r e p o r t s .  The R e c e i v e r  b e l i e v e s  such gains 

and l o ss es  should be deemed to  occur in the year  in which 

the Exchange so r e p o r t s  them.

Under Co lo rado  lav/, an i n t e r  insur ance exchange is  

r equ ired  to ma intain c e r t a i n  s t a t u t o r y  surp luses  to insure 

payment o f  p o l i c y h o l d e r  c la ims .  Under S ec t i on  10-13-107, 

C.R.S.  1973, and i t s  p r edece sso r s ,  a d e f i c i t  in the required 

s t a tu t o r y  surplus may be cured e i t h e r  by tne p o l i c y h o ld e r s  

or by the a t t o r n e y - i n - f a c t .  HCG, or  i t s  parent  c o rp o ra t i on ,  

Western Empire F i n a n c i a l ,  I n c . ,  c on t r i bu te d  a t o t a l  o f  about 

$1,160,385.00 in cash and common stock to M & W m  prev ious 

years  so that  i t  could maintain such requ i red  surplus.  In 

return f o r  these c a p i t a l  c o n t r i b u t i o n s ,  HCG took back 

i n t e r e s t  bear ing " c o n t r i b u t i o n  c e r t i f i c a t e s  or surplus

- 4 -
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c e r t i f i c a t e s , "  a l l  o f  which are e xp r e s s l y  subordinated to

2
a l l  o ther  c la ims  aga ins t  M & W. Under Sec t i on  10-3-239, 

C .R.S .  1973, these c o n t r i b u t i o n  c e r t i f i c a t e s  may be included 

in an i n s u r e r ’ s surplus account.

F inane i a l  H i s t o r y  o f H & W.

M & W operated as an in te r insurance  exchange from 

i t s  beg inn ing  on June 20, 1919 u n t i l  December 1, 1975 when 

i t  was p laced  in r e c e i v e r s h i p  by Order o f  t h i s  Court.

During the e a r l y  years  o f  i t s  o p e ra t i o n ,  M & W was 

appare nt l y  s o l v e n t  at  a l l  t imes,  the p r o f i t s  from i t s  

o p e r a t i o n  sub j ec t  to d i s p o s i t i o n  as required by the powers 

o f  a t t o r n e y .

Al though M & W had underwr i t ing  and net l o ss es  in 

s e v e r a l  y e a r s ,  these apparent l y  d id  not exceed the 

s u b s c r i b e r s ’ surplus account u n t i l  1974, the f i r s t  year in 

which M Sc W had a net  d e f i c i t .  According to  the f i n a n c i a l  

s tatements submitted to the Insurance D i v i s i o n  o f  the S tate  

o f  Co lorado by HCG o r ,  f o r  1975, prepared by the conservator  

o f  M & W , the r e s u l t s  o f  M & W’ s ope ra t i on  f o r  the past  25 

year s  are s e t  out in the chart  at tached as Exh ib i t  C - l .

The data f o r  the years  1970 through 1975 are as f o l l o w s :

MANUFACTURERS & WHOLESALERS 

Net  as Reported to  Colorado

Underwr i t i n g  
Gain or Loss Net  Income

Subscr ibers  
Surplus at  Clo

1970 13,953.50 164,051.48 1,000,441.45
1971 (37,446.64) 107,037.17 1,297,143.80
1972 (321,765.59) (204,449.38) 1 ,025,630.69
1973 (129,004.54) 40,944.75 801,435.70
1974 (1,023,610-. 00) (1 ,158,184.00) (314,037.00)
1975 (1,371,456.17) (1 ,866,525.52) (1 ,927,313.97)

At tached as E xh ib i t  C-2 i s  the unaudited 

convent ion form f i n a n c i a l  statement f i l e d  wi th the 

Commissioner by HCG fo r  December 31, 19T 4 (as required by

E x h ib i t s  B- l  and B-2 show two forms of  co nt r i bu t ion  
c e r t i f i c a t e s  issued to HCG by M & W.

- 5 -
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§10-3-208,  C.R.S.  1973).  Exh ib i t  C-3 is  an unaudited 

balance shee t  and statement  o£ opera t i ons  as o f  December 31, 

1975 prepared  by the Spec ia l  Deputy Commissioner and based 

upon f i n a n c i a l  statements prepared by the former conserva to r  

o f  M & W, John Ronnebeck. The Spec i a l  Deputy Commissioner 

a lso  a t t a c h e s  a p r e l im ina ry  balance sheet  and statement o f  

o p e r a t i o n s  as o f  December 31, 1976 (E x h ib i t  C -4 ) ,  prepared 

under h i s  s u p e r v i s i o n  as Spec ia l  Deputy Insurance 

Commissioner .

H i s t o r y  o f  these  Proceed in g s .

In November 1974, the Insurance Department o f  the 

S ta te  o f  Co lo rado  began an examinat ion o f  the a f f a i r s  o f  

M & W as o f  June 30, 1974. On January 14, 1975, the 

Commissioner o f  Insurance o f  Colorado ( the  "Commissioner" )  

he ld a h ea r ing ,  and, ac t ing  under §10-3-404, C.R.S.  1973, 

made a de t e rm ina t i on  o f  M & W s  de l inquency ( e f f e c t i v e  

January 13, 1975) .  On the same da te ,  ac t ing  under 

§10-3-408,  C.R.S.  1973, the Commissioner issued an order 

p la c in g  M & W in co nserva to rsh ip .  John H. Ronnebeck, 

P r e s i d e n t  o f  HCG, was named Conservator  o f  M & W.

On November 26, 1975, the Commissioner f i l e d  the 

ins tan t  a c t i o n  in t h i s  Court .  The Complaint requested tha t  

M & W be dec la r ed  i n s o l v e n t  and sought an order appoint ing 

the Commissioner as Rece i ve r  o f  M & W as required by §10-3- 

503 (1 ) ,  C.R.S.  1973.

On December 1, 1975, t h i s  Court entered an order

appointing the Commissioner as Receiver of M & W, and, per

the Commissioner ’ s r eques t ,  appo int ing  Mr. Wi l l i am H.

O'Bryan as Spec ia l  Deputy Commissioner act ing f o r  the

Commissioner as Receiver,  di rect ing him to perform the
3

statutory duties of the Receiver. On December 10, 1975, 

th i s  Court entered an order nunc pro tunc December 1, 1975, 

adjudging M & W to be insolvent.

Th is  i s  author i zed by §10-3-503 (3 ) ,  C.R.S. 1973.
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o r a g rA l l  poli.ci.GS o f  insurance were ca nce l l ed  by 

of  the Court  as o f  December 15, 1975.

S ince  HCG’ s s oIg business has been the :p e ra t i on  

o f  M & W, i t s  f i n a n c i a l  fo r tunes  have s u f f e r e d  along wi th 

those o f  m & W. On January 14, 1975 ( e f f e c t i v e  January 13, 

1975) the Commissioner made a de te rm inat i on  o f  HCG's 

d e l i n qu enc y ,  and placed i t  in c ons e rv a to rs h ip ,  appo int ing 

i t s  P r e s i d e n t ,  Ronnebeck, as Conserva to r .  On December 5, 

1975, the  Commissioner appointed O’ Bryan as Conservator  o f  

HCG ( r ep l ' ac ing  Ronnebeck) .  On January 15, 1976 , because o f  

the p o s s i b l e  d i v e r g e n t  i n t e r e s t s  o f  M & W and HCG, the 

Commissioner appointed Paul D. McGinnis as Conservator  o f  

HCG, r e p l a c i n g  O’ Bryan. On or b e f o r e  January 20, 1976, 

McGinnis and the d i r e c t o r s  o f  HCG executed a l e t t e r  

agreement which appointed O'Bryan as Deputy A t to rney  in Fact 

f o r  M & W w i th  a l l  o f  the r i g h t s  and powers concerning M & w 

f o r m e r l y  en joyed by HCG. Th is  appointment was accepted by 

O’ Bryan,  and i t  was approved by Order o f  t h i s  Court on 

February 13, 1976. O’ Bryan i s  t h e r e f o r e  the Spec ia l  Deputy 

Commissioner act ing  as the Rece i ve r  o f  M & W (by Order o f  

t h i s  Court  dated December 1, 1975) and the Deputy At to rney  

in Fact  f o r  M & W (pursuant to the l e t t e r  agreement ju s t  

d i s c u s s e d ) .  By Order o f  the Commissioner dated October 14, 

1976, the co nserva t o r sh ip  o f  HCG was d i s s o l v e d ,  wi thout any 

p r e j u d i c e  to any agreements o f  HCG wi th  the Rece i ver  o f  

M & W concerning custody o f  M & W’ s records.

Descr i p t i on  o f  Powers o f  A t to rney  and P o l i c i e s .

In order to obtain a p o l i c y  o f  l i a b i l i t y  insurance 

from M St W a p r ospec t i v e  subscr iber  was requi red  to s ign,  

depending upon when and from whom he purchased the 

insurance,  a power o f  a t to rney ,  e i t h e r  o f  the form attached 

as E xh ib i t  A—1, A -2 or A - 3 . The Rece i ve r  b e l i e v e s  that  form 

A - l  was used f o r  the d i r e c t  issuance o f  p o l i c i e s  by HCG or 

HCG Agency,  I n c . ,  and that  forms A - 2 and A-3 were used f o r  

s a l e s  by independent agents beginning in about 1963.
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The powers o f  a t to rney  each beg in wi th  the 

f o l l o w i n g  l anguage:

The o f f i c e s  o f  Hiram C. Gardner,  In c .  o f  
Denver ,  Colorado having been s e l e c t e d  as 
a p lace  at which to r e c i p r o c a l l y  
exchange indemnity,  such o f f i c e s  being 
des i gnated  Manufacturers & Who lesa lers  
Indemnity Exchange, we, as a subscr iber  
[ s i c ]  a t  said Exchange, hereby appoint  
sa id Hiram C. Gardner,  I n c . ,  a t to rn ey  
f o r  us and in our name, p l a c e  and s tead,  
t o  exchange such indemnity wi th 
subscr ibers  at  said Exchange wi th 
a u th o r i t y  to act  f o r  us as h e r e i n a f t e r  
p r o v i d e d : . . .

There f o l l o w s  a l i s t  o f  powers enabl ing the

a t to rn ey  in f a c t  to conduct the business o f  the Exchange.
4

Paragraph 2 p r o v i d e s  tha t  the exchange o f  indemnity under 

t h i s  c o n t r a c t  s h a l l  be on a pro ra ta  bas i s  wi th a l l  other 

s u b s c r i b e r s ,

" .  . . and each subscr iber  s h a l l  assume
that  p o r t i o n  o f  any l o s s  and o f  Exchange 
expense which i t s  t o t a l  annual d ep os i t  
bears to  the aggregate  t o t a l  d ep os i t s  o f  
a l l  subscr ibers  on con t r ac ts  in f o r c e  at 
the time such c la im or cause f o r  c la im,  
or expense a r i s e s ;  . . ."

The power a lso  empowers HCG:

" . . . t o  accept  or appoint  any person
to accept  s e r v i c e  o f  process ;  to appear 
f o r  us in any s u i t s ,  a c t i on s  or 
p roceed ings  and br ing ,  prosecute ,  
de f end,  compromise, s e t t l e ,  or adjust  
same; . . .

Paragraph 3 s t a t e s  that  the power i s  intended to 

g i v e  the a t to rney  s u f f i c i e n t  power to permit  the subscr ibers 

to exchange indemnity wi th each o ther ,  wi th the l i m i t a t i o n  

that  the a t to rney  cannot make the subscr ibers  j o i n t l y  l i a b l e  

wi th  each o th er ,  and that  every  l i a b i l i t y  which the a t to rney 

i s  author i zed  to incur f o r  the subscr ibers  i s  to be s e v e r a l .

Paragraph 4 permi ts  the a t to rney to de f ray 

expenses invo l ved  in managing the Exchange and permits the 

a t to rney  a c e r t a in  percentage o f  the premiums as 

compensat ion:  6% or 25%, depending upon which power o f

Although the paragraphs in the powers of attorney are 
not numbered, this Memorandum refers to them as i f  they were.
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attorney was in e f fe c t  and which party was to pay operating

expenses.

Paragraph 5 pr ov id es  for  s e l e c t i o n  o f  a Finance

Committee by the su bsc r iber s ,  the commi~-.ee to have c o n t r o l

over the s u b s c r i b e r s '  funds.

Paragraph 6 p rov id e s  f o r  management and

disbursement o f  su bsc r i b er s '  funds by the Finance Committee

and the a t t o r n e y  in f a c t .

Paragraph 7 o f  the o ld er  power ( A - l )  says:

No t  to exceed one -h a l f  o f  our average 
sav ings  s h a l l  be r eserved  as net  surplus 
u n t i l  such surplus sha l l  equal  the sum 
o f  our annual d e p o s i t s ,  a l l  o ther  
sav ings  to be returned to us annual ly in 
c a s h .

This  language i s  omit ted in the new powers,  A-2 and A-3.

One more c r i t i c a l  sentence appears in each power 

of  a t t o rn e y :

Vie hereby subscr ibe ,  sub jec t  to the c a l l  
o f  the Finance Committee, a sum equal  to 
our annual d e p o s i t s ,  to  pay excess 
l o s s e s  incurred under t h i s  cont r ac t  
which s h a l l  be our maximum l i a b i l i t y  
hereunder .

The power l a b e l e d  A-2 adds the sentence:

I t  i s  agreed tha t  our cont ingent  
l i a b i l i t y  as a subscr iber  w i l l  be 
r e insur e d .

A second document r e l e v a n t  to the R e c e i v e r ' s  r i g h t  

to assess  i s  the p o l i c y  which each p o l i c yh o ld e r  accepted as 

his c o n t r a c t  o f  insurance.  See Exh ib i t s  D-l  and D-2. One 

of  the f o l l o w i n g  two se ts  o f  s tandardized pr ov i s i ons  appears 

in each o f  these p o l i c i e s :

(I. )

This pol icy is issued, as an Inter-  
Insurance Exchange, by HIRAM C. GARDNER,
INC.,  as Attorney- in-Fact  for 
Manufacturers and Wholesalers Indemnity 
Exchange in accordance with the powers 
vested in him by an agreement, executed 
by the subscribers.

Limit of L i a b i l i t y . The l i a b i l i t y  of 
each member of this Exchange is l imited 
to,  and by i ts  Ar t i c le s  of Agreement 
f ixed and determined to be, the deposit  
premium or paid premium; and the member 
by accepting this pol icy,  assumes a



c o n t i n g e n t  1 L a b i l i  
cm ou .t o f  d eoo s i t  i

7 c o t  e xc eed ing  the 
Pr cm Lurn or or era i urn

 ̂ . - It which amount s'n~’ l l
not  e xc eed  one annual  oremium.
named m  the c o l i .

P a r t i e i p a t i o n .  The insured, - t_~—•----- —-------- -••-vii. i_o o y v i r t u e
or t m s  p o l i c y  a member o f  the Exchange,  
s u b j e c t  to  the A r t i c l e s  o f  Agreement  
r e f e r e n c e  to which is  had and s h a l l  be 
e n t i t l e d  to  such unabsorbed premium or 
d i v i d e n d  as may be d e c l a r e d  by the 
a d v i s o r y  c ommi t t ee ,  s u b j e c t ,  however ,  in 
the  S t a t e  o f  T ex as ,  t o  app ro va l  in 
a c co r da nc e  w i t h  the p r o v i s i o n s  o f  the 
Texas  I ns ur a nc e  Code,  o f  1951, as 
amended.

( I I . )

R e c i p r o c a l s — S p e c i a l  D e f i n i t i o n s  and 
Prov  i s  i ons  P l a  n o f  O p e r a t i o n .  W’n e r e v e r 
the  words  ' p o l i c y T 7- ' insured  , '
' company , '  and ' premium'  occur he r e in  
they  s h a l l  be taken and cons t rued  to 
mean ' c o n t r a c t , '  ' s u b s c r i b e r , '
' R e c i p r o c a l  or  I n t e r - I n s u r a n c e  
Exc hange , ' and ' d e p o s i t '  r e s p e c t i v e l y .

S u b s c r i b e r s  h e r e a t  a r e  i n d i v i d u a l s ,  
p a r t n e r s h i p s ,  and c o r p o r a t i o n s  which 
have e xe c u t e d  an agreement ,  hereby  made 
a p a r t  h e r e o f ,  which v e s t s  in HIRAM C.
GARDNER, I N C . ,  h e r e i n  c a l l e d  ' a t t o r n e y , '  
power t o  i s sue  t h i s  p o l i c y  f o r  them, 
which i s  i ssued  t o  the s u b sc r ib e r  named 
h e r e i n  in exchange f o r ,  and in 
c o n s i d e r a t i o n  o f ,  i ndemni t y  extended by 
him t o  o t h e r  s u b s c r i b e r s ,  and each 
s u b s c r i b e r ' s  c o n t i n g e n t  l i a b i l i t y  s h a l l  
be l i m i t e d  in the manner expressed  in 
h i s  e x e c u t e d  agreement ,  which l i a b i l i t y ,  
i n c l u d i n g  the  amount o f  d e p o s i t  premium, 
s h a l l  no t  exceed  one a d d i t i o n a l  d e p o s i t  
premium as s t a t e d  in the  p o l i c y ,  and the 
s u b s c r i b e r  s h a l l  be e n t i t l e d  to  a re turn 
o f  a l l  s a v i n g s  c a l c u l a t e d  in accordance 
w i t h  the  terms and c o n d i t i o n s  o f  such 
e xecu t ed  agreement  r e f e r r e d  t o .

The A r t i c l e s  o f  Agreement  are b e l i e v e d  to be the 

powers o f  a t t o r n e y  p r e v i o u s l y  d i s c u s s e d .

For many y e a rs  u n t i l  June 30, 1974, M & W 

purchased,  on b e h a l f  o f  i t s  p o l i c y h o l d e r s ,  assessment 

l i a b i l i t y  r e i n s u r a n c e  f rom L l o y d ' s ,  London and other  

r e i ns ur e r s ,  and i ssued  c e r t i f i c a t e s  (an example o f  which i s  

at tached as E x h i b i t  E) to  p o l i c y h o l d e r s  in forming them o f  

th i s  c ov e ra ge .  The R e c e i v e r  is d i s c u s s i n g  the ex t ent  o f  

th i s  c ov e rage  w i t h  r e p r e s e n t a t i v e s  o f  L l o y d ' s  at  present .
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X  1 ,
(. • t .~

SUMMARY OF ARGUMENT

M & V,7 had the r i g h t  to assess i t s  subscr ibers  up 

to one a d d i t i o n a l  annual premium under each po l i c - '  w r i t t e n  

to pay M & W's excess  l o s s e s .  Since the Rece i ve r  by s t a tu t e  

has the c o n t r a c t  r i g h t s  which M St W possessed,  the Rec e i ve r  

has the r i g h t  to assess the subscr ibers  o f  M St W as prov ided 

in the powers o f  a t to rn ey .

The assessment which the Rece i ve r  proposes i s  

necessar y ,  because M St W needs money to pay i t s  l i a b i l i t i e s ,  

which exceed i t s  a sse ts  by at  l e a s t  $2.6 m i l l i o n .

The proposed assessment i s  reasonable  in amount 

and i s  au thor i zed  by the powers o f  a t to rn ey  because M St W 

had excess  l o s s e s  in 1974 and 1975. The Rece i ve r  is 

j u s t i f i e d  in assess ing  a f u l l  premium aga ins t  each 

subscr iber  o f  the exchange assessed,  wi th  the understanding 

tha t  i f  the proceeds o f  the assessment exceed the 

l i a b i l i t i e s  o f  M St W they w i l l  be returned on a pro rata 

ba s i s .

The plan o f  assessment i s  in the bes t  i n t e r e s t s  o f  

the exchange and i t s  c r e d i t o r s ,  inc lud ing  p o l i c yh o ld e r  

c la imants .  The Rece i ve r  proposes to g i v e  no t i c e  o f  the 

assessment in a form at tached to the Motion as Exh ib i t  B. 

This n o t i c e  f a i r l y  appr i ses  each subscr iber  o f  the 

assessment .

The Rec e i ve r  should be empowered to en fo rce ,  

compromise, s e t t l e ,  and c o l l e c t  the assessments in the best  

i n t e r e s t s  o f  those in te re s t ed  in the r e c e i v e r s h ip .

ARGUMENT

I. THE RECEIVER IS EMPOWERED TO LEVY THE PROPOSED 

ASSESSMENT.

As noted in the Statement o f  Facts above, by 

v i r t u e  o f  the 7th paragraph o f  each o f  the powers of  

a t t o rn e y ,  M & W had the r i g h t  to assess each subscr iber  an 

amount equal  to the annual depos i t s  to p rov ide  funds to pay

- 1 1 -



V

i) »
excess  l o s s e s  i n cu r r e d  by M s, v«T.

1973, the  d o m i c i l i a r y  r e c e i v e r  i s

wi th t i t l e  to  a l l  c o n t r a c t s  and r 
5

Under § 1 0 - 3 - 5 0 3 ( 2 ) ,  c .  

v e s t e d  by o p e r a t i o n  o f  

i gh t s  o £ a c t i o n  o f  the

1 aw

insurer  and has the  r i g h t  to r educe  such r i g h t s  to 

p os ses s i on .  The R e c e i v e r  o f  M & W i s  t h e r e f o r e  v es t e d  wi th  

the r i g h t  which M & w i t s e l f  had t o  assess  i t s  s u b sc r i b e r s  

f or  i t s  e x c e s s  l o s s e s .  See A r o n o f  f  v . P i onee r  Mutual Comp. 

Co . , 134 C o l o .  395 , 405, 304 P .2d  1083 ( 1956 ) .

I I .  THE PROPOSED ASSESSMENT IS NECESSARY, REASONABLE IN 

AMOUNT, AND FULLY AUTHORIZED BY THE POWER OF ATTORNEY AND 

POLICIES EXECUTED BY THE MEMBERS OF M & W.

The R e c e i v e r  p ro po s es  t o  a ss es s  a l l  p o l i c y h o l d e r s  

who purchased p o l i c i e s  f o r  c o v e r a g e  f o r  any p a r t  o f  1974 or 

1975 an amount equa l  t o  a l l  premiums earned under those  

p o l i c i e s  f o r  c o v e r a g e  dur ing  any p a r t  o f  1974 or  19/5, up to  

one annual premium per  p o l i c y .

A. The Proposed Assessment  i s  N e c e s s a r y .

T h i s  Cour t  found on December 10, 1975, nunc pro 

t u n c , December 1 , 1975 , t h a t  M & W was i n s o l v e n t .  Accord ing  

to the most r e c e n t  ba l ance  s h e e t ,  a copy o f  which i s  

at tached h e r e t o  as E x h i b i t  C-4,  the  l i a b i l i t i e s  o f  M & W 

exceed i t s  a s s e t s  by more than $2.6 m i l l i o n .  The R ec e i v e r  

b e l i e v e s  the proposed  assessment  i s  nec ess ary  in o rder  to 

pay M & W's d e b t s .

B. The Proposed  Assessment  i s  Reasonab l e  in Amount and 

Author i zed  by the Powers o f  A t t o r n e y .

Each p o w e r . o f  a t t o r n e y  c o n t a i n s  a s u b s c r i p t i o n  o f  

"a sum equa l  to our annual  d e p o s i t s "  t o  pay " e x c e s s  l o s s e s  

incurred under t h i s  c o n t r a c t " .  T h i s  i s  the c o n t r a c t u a l  

bas i s  o f  the proposed assessment .

The R e c e i v e r  takes  the p o s i t i o n  th a t  excess

insure r "  means anyUnder § 1 0 - 3 - 5 0 2 ( 6 ) ,  C.R.S.  1973, . i n ^ un n ce
a s s o c i a t i o n  or a g g r e g a t i o n  o f  persons  d o m g  an insurance
bus iness  and s u b j e c t  to the  Commiss i one r   ̂ a u t h o r i t y .

- 12 -



X\ . :

l o s s e s ” e x i s t  f o r  any year in which, under s t a tu to ry  

account ing ,  M & W su f f e r e d  a l o s s  in s u rp l ; s ,  exc luding the 

e f f e c t s  o f  c a p i t a l  c o n t r i b u t i o n s  ( e . g . ,  surplus 

c e r t i f i c a t e s ) ,  which do not a f f e c t  income. This  d e f i n i t i o n  

takes in to  c o n s i d e r a t i o n  a l l  r e a l i z e d  and unrea l i z ed  ga ins  

and l o s s e s  f o r  the year ,  as r epor ted  to the Department o f  

Insurance,  and minimizes a r b i t r a r y  a l l o c a t i o n  o f  investment 

l o s s e s  from year to year which v/ould r e s u l t  from cons ider ing  

on ly  r e a l i z e d  l o s s e s .

The R ec e i ve r  has determined tha t  excess l o sses  

occured in both 1974 and 1975, based on the f i n a n c i a l  

s tatements a t tached as E x h ib i t s  C-2- -C-4.  The income 

statement  furnished by HCG to the Commissioner f o r  1974 

( E x h i b i t  C - 2 ) shows tha t  M & W had a 1974 excess l o ss  o f  

$1,520,259.  To da te ,  the excess l o s s e s  f o r  1975 t o t a l  

approx imate l y  $2,351,935.36,  c o n s i s t i n g  o f  $1,613,276.50 

l o s s  in surplus as o f  December 31, 1975 (Exh ib i t  C-3) and an 

a d d i t i o n a l  net  l o s s  o f  $748,659.86 incurred as o f  December 

31, 1976 (E x h i b i t  C -4 ) .

In order  to assess f o r  excess l o sses  occurr ing  in 

a ca lendar  ye a r ,  the Rece i ve r  proposes to assess eve ry  

subscr iber  who had a p o l i c y  in e f f e c t  f o r  any par t  o f  that  

ca l endar  ye a r .  Th is  annual bas i s  f o r  the assessment i s  both 

f a i r  to the subscr ibers  and author i zed  by the powers o f  

a t t o rn e y .  Computation o f  in d i v i d u a l  l i a b i l i t y  on a minute 

by minute or day by day bas i s  is  unreasonably expensive and 

i s  not undertaken in the normal course o f  business of  any 

insurance company. T h e r e fo r e ,  many cour ts ,  including the 

Colorado Supreme Court,  have held tha t  i t  is reasonable to 

use the f i s c a l  year o f  the insuror as the r e l e va nt  

accounting per i od  f o r  de te rminat ion  o f  the assessment 

r e s p o n s i b i l i t y  o f  the p o l i c yh o ld e r s  f o r  l osses  a r i s in g  

during tha t  pe r i od .  ■ Arono f f  v.  P ioneer  Mutual Compensation 

Co . ,  supr a , 134 Colo,  at  407-8 (under s t a t u t e ) ;  M i t c h e l l  v.  

P a c i f i c  Greyhound L ines ,  supra, 91 P.2d at 183-4; L incoln
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Bu3 C o . v . J e r se y  Mutual Casual ty Insurance Co . , 112 N . J .Ec .  

538, 165 A. 112, 114 (1933) .  A dd i t i ona l  reasons for  

i n t e r p r e t i n g  the power o f  a t to rney  th i s  way are :  (1)  That 

sav ings  under the powers o f  a t to rney  were ca l cu l a t ed  on an 

annual b a s i s ,  which impl ies  that  l o ss es  must a l so  be 

c a l c u l a t e d  on an annual bas i s ;  and (2 )  That the actual  t o t a l  

of annual d e p o s i t s  which f i x e s  s u b s c r i b e r s ’ pro rata  

l i a b i l i t y  can on ly  be determined at  the end o f  the year in 

quest  ion.

' T o  avo id assess ing  a complete annual premium 

aga ins t  sub sc r ib er s  whose p o l i c i e s  were in f o r c e  f or  b r i e f  

pe r i ods  o f  t ime during the assessment year ,  the Rece iver  

w i l l  assess on the bas i s  o f  "earned premiums". The "earned 

premium" o f  a p o l i c y  f o r  a calendar year i s  the po r t i on  o f  

the t o t a l  premium which i s  a t t r i b u t a b l e  to coverage d u r in g '  

tha t  ca l endar  y e a r .  A p o l i c y  whose term was July 1, 1974 to 

Ju ly  1, 1975 wi th  a t o t a l  premium o f  $1,000 would have an . 

earned premium o f  $500 f o r  1974, and $500 f o r  1975.

The earned premium bas i s  o f  assessment has been 

held to be a reasonable  bas i s  o f  assessment in cases in 

which p o l i c y h o l d e r s '  assessment l i a b i l i t y  was s i m i l a r l y  

d e f i n e d .  I_n_ Re_ Wisconsin Mutual Insur ance Company, 241 Wis. 

394, 6 N . W.2d 330, 338 (1942) ;  M i t c h e l l  v .  P a c i f i c  Greyhound 

L i n e s , 33 Cal .App.2d 53, 91 P.2d 176 (1939) .  Under the 

power o f  a t t o rn e y ,  the "annual d e p os i t s "  f o r  an assessment 

year  equal the earned premium fo r  that  year .  The t o t a l  

earned premiums under a l l  p o l i c i e s  equal M & W's d i r e c t  

earned premium income, which was $3,487,674 in 1974 (E xh ib i t  

C-2 ) and $1,314,261.45 f o r  1975 (E xh ib i t s  C-3 and C-4 ) .

The Rece i ve r  b e l i e v e s  tha t  an assessment o f  100% 

of  the earned premiums f o r  each p o l i c y  in f o r c e  during 1974 

and 1975 i s  reasonable ,  in l i g h t  o f  the proven excess l o s s e s  

noted above,  the uncerta in l i a b i l i t i e s  o f  the exchange, and 

the as ye t  undetermined expenses o f  c o l l e c t i n g  the 

assessment and adminis t er ing  the r e c e i v e r s h ip .

- 1 4 -



}
{  'i f

i h c  e xpenses  o f  l i q u i d a t i o n  and assessment  are  

a s s es sa b l e  l o s s e s .  Sir?,o s o n v .  G o o d r i c h , 260 Mich.  3 51 , 27 3 

N.W. 59 5 ( 19 37 ) ;  F i snback v . B o t h e l l  Bus C o . ,  150 Wash. 39,

272 P. 67 ( 1 9 2 8 ) .  See a l s o  In Re Wi ons in  Mutual  I n a u r a n e

Co . r supra; Mi t c h o 11 y . Pacific G r e yhound Lines, suora.

A r e c e i v e r  has the  a u t h o r i t y  to  l e v y  a t o t a l  

assessment  in an amount g r e a t e r  than the amount by which the 

exchange i s  I n s o l v e n t  s i n c e  s u b s c r i b e r s  a r e  l i a b l e  f o r  

l i q u i d a t i o n  and c o l l e c t i o n  expense ,  and a r e c e i v e r  has wide 

d i s c r e t i o n  in f i x i n g  the  amount,  in  l i g h t  o f  the  u n c e r t a i n t y  

o f  the t o t a l  l i a b i l i t i e s  o f  the  exchange ,  and the  r e c e i v e r ' s  

a b i l i t y  t o  r e t u r n  e x c e s s  t o  the s u b s c r i b e r s .  A r o n o f f  v .  

P i o n e e r  Mut . Comp. C o . , supr a , a t  409 (under  s t a t u t e )  and 

cases  c i t e d  in the  p r e c e d i n g  p a r ag r ap h .

The R e c e i v e r  p r o po s e s  t o  make two s e p a r a t e  

assessments  by t ime  p e r i o d - - o n e  a g a i n s t  a l l  s u b s c r i b e r s  

whose p o l i c i e s  we re  in e f f e c t  f o r  any p e r i o d  dur ing  1974, 

and an a d d i t i o n a l  assessment  a g a i n s t  a l l  s u b s c r i b e r s  whose 

p o l i c i e s  were  in e f f e c t  d ur i ng  any p a r t  o f  1975. The 1974 

assessment  w i l l  be f o r  e x c e s s  l o s s e s  i nc ur r e d  dur ing 1974, 

or a t t r i b u t a b l e  t o  1974,  e . g . the  c o s t  to  the  exchange o f  

c o l l e c t i n g  the  1974 as ses sment .  The d e c l a r e d  da te  o f  t h i s  

assessment  i s  December 31,  1974.  The 1975 assessment  w i l l  

be f o r  e x c e s s  l o s s e s  i n c u r r e d  a f t e r  Decemoer 31, 1974, and 

i t s  d e c l a r e d  d a t e  i s  December 15,  1975, the  daue a l l

p o l i c i e s  were  c a n c e l l e d .

As no ted  above ,  many s u b s c r i b e r s  had more than one 

p o l i c y  o f  i n su ran ce  w i t h  M & W. The l anguage  o f  the powers 

o f  a t t o r n e y  and p o l i c i e s  o f  i nsuranc e  m a n i f e s t s  an i n t e n t i o n  

to l i m i t  each s u b s c r i b e r ' s  maximum assessment  l i a b i l i t y  to 

one annual  premium ( i . e .  premium f o r  tw e l v e  months'
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cove rag e )  per p o l i c y .  The Rece i ve r  proposes to l i m i t  the 

assessment in t h i s  Cash ion. Under the c r i t e r i a  c i t e d  by the 

Colorado Supreme Court in A r o n o C f v .  Carraher ,  sunra, t h i s  

would r e s u l t  in a separate  assessment l i a b i l i t y  in the 

amount o f  one annual premium fo r  each separa te  one year 

p o l i c y ,  and each renewal  or ex tens ion  o f  any e x i s t i n g  

p o l i c y ;  but not f o r  more than one y e a r ' s  premium on any 

s i n g l e  m u l t i - y e a r  p o l i c y  ( i . e . a p o l i c y  in which M & W was 

c o n t r a c t u a l l y  bound to prov ide  more than one y e a r ' s  

coverage. '  See 146 Colo,  a t  226-228) .

I I I .  THE RECEIVER'S PLAN OF ASSESSMENT IS IN THE BEST 

INTEREST OF THE EXCHANGE AND ITS CREDITORS.

A. The Not i ce  o f  Assessment G i ve  s Fa i r  and Adequate N o t i c e

of  the  Nature o f  the Assessment .

The Rece i ve r  has f i l e d  as Exh ib i t  B to  the Motion

a proposed form o f  N o t i c e  o f  Assessment appr is ing  the

subscr ibe rs  o f  the Exchange who are to be assessed o f  t h e i r

l i a b i l i t y  f o r  the assessment.  The Rece i ve r  b e l i e v e s  that

th i s  n o t i c e  c l e a r l y  and f a i r l y  n o t i f i e s  the p o l i c yh o ld e r s  o f

M & W o f  t h e i r  assessment l i a b i l i t y .

One aspect  o f  the n o t i c e  deserves  comment. The

n o t i c e  contains  the f o l l o w in g  language:

Your o b l i g a t i o n  to pay t h i s  assessment 
may not be reduced by any amount which 
you may claim or b e l i e v e  that  
Manufacturers and Wholesa lers  Indemnity

6
Compare the language o f  the power o f  a t to rney ("We hereby 

subscr ibe .  . .a sum equal to our annual depos i t s .  . .which 
s h a l l  be our maximum l i a b i l i t y  hereunder , "  Exh ib i t s  A - l , A-2 and 
A -3 ) w i th  the language o f  the p o l i c i e s  ( " .  . . [T ]he member by_
accept ing  t h i s  p o l i c y ,  assumes a cont ingent  l i a b i l i t y  not 
exceeding the amount of  d e p os i t  premium or premium named in the 
p o l i c y ,  which amount sha l l  not exceed one annual premium." 
E xh ib i t  D - l ) and ( " .  . . [E]ach su bsc r i b e r ' s  cont ingent  
l i a b i l i t y  s h a l l  be l im i t ed  in the manner expressed in his 
executed agreement,  which l i a b i l i t y ,  inc luding the amount o f  
d e p o s i t  premium, s h a l l  not exceed one add i t i ona l  depos i t  
pr em ium as stated in the p o l i c y . . . ." Exhib i t  D-2) .  The
1 iab i l  i t h u n d e r  each p o l i c y  is one annual premium— the l i a b i l i t y  
under the power o f  a t to rney  is the sum t o t a l  of  these "annual 
depos i t s " .

- 1 6 -
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Exchange owes you f o r  any reason,  
inc lud ing  claims under your insurance 
p o l i c i e s  or c la ims for  unearned premiums 
paid to the Exchange.

Th i s  s t a t e s  the rule  that  an assessment l e v i e d  by 

a r e c e i v e r  o f  an inso l v ent  insurance company ls not subjec t  

to o f f s e t  or r educ t i on  because o f  c la ims the subscr ibers  may 

have a ga in s t  the insurance company, which must be asser ted  

in a se p a ra te  a c t i on  aga ins t  the r e c e i v e r s h i p  in order to 

avoid a p r e f e r e n c e .  A ro no f f  v .  Ca r ra he r , 146 Co lo .  223,

229, 361 P.2d 354 (1961) .  See 5 Couch on Insurance 2d 

§30:85.

B. The Rec e i v e r  Should Be Empowered to  Enforce the 

Assessment As He Determines to Be in the Best  I n t e r e s t s  o f  

the Exchange.

The Rece i ve r  proposes to l e v y  the assessment and, 

i f  ne ce ss ar y ,  b r ing  subsequent enforcement  a c t i on s  aga ins t  

subscr ibe rs  o f  the Exchange who f a i l  to pay. He should have 

the power to en fo rce  the assessment by l i t i g a t i o n ,  i f  

ne ce ss ar y ,  and to compromise or s e t t l e  wi th subscr ibers  as 

in the o rd ina ry  contes ted  c laims o f  a r e c e i v e r s h i p .

Expenses o f  enforcement ,  inc lud ing  a t to rn ey s '  f e e s ,  should 

be g i v e n  p r i o r i t y  as adm in i s t ra t i v e  expenses o f  the 

Exchange.

I f  the assessment i s  approved,  the Rece i ver  

proposes  to  c a l c u l a t e  the amount o f  each subsc r i be r ' s  

assessment l i a b i l i t y  as descr ibed  in t h i s  Memorandum. He 

w i l l  a l s o  n o t i f y  the assessment l i a b i l i t y  r e insurers  o f  the 

assessment.  A f t e r  the c a l c u l a t i o n s  are completed,  the 

R e c e i v e r  w i l l  p r i n t  on each No t i ce  o f  Assessment the amount 

o f  the assessment and the p o l i c y  number o f  the subsc r i b er ' s  

p o l i c y .  The n o t i c es  w i l l  then be mai l ed .  The Rece i ver  

proposes  to mail  these no t i c e s  e i t h e r  in one ma i l ing  or in 

s e v e r a l ,  as may be reasonable under the ci rcumstances.

I f  the Court d e s i r e s  fur ther  in format ion on the 

R e c e i v e r ' s  plans f o r  c o l l e c t i n g  the assessment, the Rece i ver

- 1 7 -
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w i l l  fu rn i s h  such informat ion as the Court d e s i r e s .

The R e c e i v e r . makes t h i s  motion wi thout  p r e ju d i c e  

to h i s  power to make such a d d i t i o n a l  assessments aga ins t  any 

M & W s u b sc r i b e r s  which he may determine to be v a l i d  and 

necessary and which t h i s  Court may approve.

the Court  to g rant  h i s Motion For An Order Approving the 

Proposed Assessment and f i nd ing  tha t  i t  is  v a l i d ,  reasonable 

in amount, and necessary.

CONCLUSION

For the above reasons the Rece i ve r  o f  M & W urges

1977.

R e s p e c t f u l l y  Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES 
P r o f e s s i o n a l  Corporat i on

By

o f  Insurance ac t ing  as Rece i ve r  
o f  m  w
1700 Broadway, Su i t e  2017 
Denver,  Colorado 80290 
Te l ephone:  303-825-4400

- 1 8 -



Manufacturers and Wholesalers Indemnity Exchange

HIRAM C. GARDNER, Inc.
ATTORNEY-IN-FACT AND MANAGER 

2019 Stout Street 
DENVER, COLORADO 80205

Th" offices of Hiram C. Gardner, Inc., of Denver, Colorado, having been selected as a place at •which to reciprocally exchange indemnity, such offices being designated 
Manufacturers and Wholesalers Indemnity Exchange, we, as a subscriber at said Exchange, hereby appoint said Hiram C. 'Gardner, Inc., attorney for us and in our'name,' place 
and stead, to exchange such indemnity with subscribers at said Exchange, with authority to act for us as hereinafter provided:

To make, issue, change, modify, classify, re-insure or cancel contracts therefor containing such terms, clauses, conditions, warranties and agreements ns it shall deem 
he: t, and to subscribe suen contracts: provided, however, that the exchange of indemnity under this contract shall be on a pro rata basis with all other subscribers to said 
Indemnity Exchange, and each subscriber shall assume that portion of any loss and of Exchange expense which its total annual deposit hears to the aggregate total annual 
deposits of all subscribers on contracts in force nt the time such claim or cause for claim, or expense, arises; to demand, collect, receive and receipt for all moneys due us or for 
or. (lit to our account as a subscriber; to give, waive or receive all notices or proofs of loss; to adjust and settle all losses and claims under such contracts or other evidences of 
rid' rnnity; to perform or waive all agreements or stipulations of any such contracts; to accept or appoint any person to accept service of process; to appear for us in any 
suits, actions or proceedings and bring, prosecute, defend, compromise, settle or adjust same; to execute any and all documents and perform any and all acts necessary to 
effect compliance under any law relating to such contracts or to the exchange of such indemnity; to perform every act not herein specially mentioned that we could ourselves 
d" in relation to any contract hereby authorized; and we hereby authorize our said attorney to appoint such substitute or deputy attorneys as the requirements of the 
Manufacturers and Wholesalers Indemnity Exchange may demand.

The intent and purpose of this instrument is to clothe our said attorney with the power necessary to enable us, through our said attorney, to exchange indemnity with 
subscribers; provided, however, that said attorney shall have no power to make us jointly liable with any other subscriber; and every liability of whatever nature which our 
attorney is authorized to incur for us hereunder is to be in every case several and not joint. There shall be no joint funds. A separate individual account shall be kept for us by 
our attorney, which account shall be open to our inspection. \

The attorney shall defray nil expenses incident to conducting the exchange of indemnity herein authorized, except license fees, taxes, legal and Finance Committee 
expense, and shall provide necessary books, data and equipment, which shall be and remain property of our said attorney. The attorney is hereby authorized to deduct as com­
pensation twenty-five per cent of all moneys received by it for credit to our account.

A Finance Committee, consisting of three or more subscribers, or officers of subscriber corporations, who to act shall he and continue in good standing, shall be selected 
1 v subscribers. In choosing said committee our attorney is authorized to ask subscribers whom they desire to serve ns such committee, and the requisite number selected by 
the largest number of subscribers shall constitute sucli committee; said committee shall have control over the funds belonging to the subscribers, shall have power to fill 
vnrnnci's, and shall serve until their successors are chosen.

The funds of subscribers shall he deposited in banks or invested in securities approved by our said attorney and the Finance Committee. Disbursements from funds of 
subsnibers shall be by check, signed by said attorney and countersigned by a member of the Finance Committee, or by a Rank or Trust Company approved by said committee. 
After the adjustment or compromise of any loss or claim by our attorney, as above provided, the Finance Committee and attorney ore hereby empowered and instructed to pay 
our portion of such loss or claim.

Not to exceed one-half of our average savings shall be reserved as net surplus until such surplus shall equal the sum of our annual deposits, all other savings to be returned 
to us annually in cash.

We hereby subscribe, subject to the call of the Finance Committee, a sum.equal to our annual deposits, to pay excess losses incurred under this contract which shall be 
our maximum liability hereunder.

This power of attorney is strictly limited to the uses and purposes herein expressed, nnd may be terminated at any time by the subscriber or by the attorney, by either 
giving to the other ten days' notice in writing; nnd thereupon the attorney shall liquidate our account nnd return to us our net surplus.

The personal pronoun used herein shall apply regardless of number or gender.

Dm ID.
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Manufacturers and Wholesalers Indemnity Exchange
HIRAM C. GARDNER, Inc.

ATTORNEY-IN-FACT AND MANAGER 
200 Josephine Street 

Denver, Colorado S0206

The offices of Hiram C. Gardner, Inc., of Denver, Colorado, having been selected as a place at which to 
reciprocally exchange indemnity, such offices being designated Manufacturers and Wholesalers Indemnity Ex­
change, we, as a subscriber at said Exchange, hereby appoint said Hiram C. Gardner, Inc., attorney for us and in 
our name, place and stead, to exchange such indemnity with subscribers at said Exchange, with authority to act 
for us as hereinafter provided:

To make, issue, change, modify, classify, re-insure or cancel contracts therefor containing such terms, clauses, 
conditions, warranties and agreements as it shall deem best, and to subscribe such contracts; provided, however, 
that the exchange of indemnity under this contract shall be on a pro rata basis with all other subscribers to said 
Indemnity Exchange, and each subscriber shall assume that portion of any loss and of Exchange expense which its 
total annual deposit bears to the aggregate total annual deposits of all subscribers on contracts in force at the time 
E uch  claim or cause for claim, or expense, arises; to demand, collect, receive and receipt for all moneys due us or 
lor credit to our account as a subscriber; to give, wraive or receive all notices or proofs of loss; to adjust and settle 
all losses and claims under such contracts or other evidences of indemnity; to perform or waive all agreements or 
stipulations of any such contracts; to accept or appoint any person to accept service of process; to appear for us 
in any suits, actions or proceedings and bring, prosecute, defend, compromise, settle or adjust same; to execute 
any and all documents and perform any and all acts necessary to effect compliance under any law' relating to such 
contracts or to the exchange of such indemnity; to perform every act not herein specially mentioned that we could 
ourselves do in relation to any contract hereby authorized; and we hereby authorize our said attorney to appoint 
such substitute or deputy attorneys as the requirements of the Manufacturers and Wholesalers Indemnity Ex­
change may demand.

The intent and purpose of this instrument is to clothe our said attorney with the power necessary to enable 
us, through our said attorney, to exchange indemnity with subscribers; provided, however, that said attorney shall 
have no power to make us jointly liable with any other subscriber; and every liability of whatever nature which 
our attorney i3 authorized to incur for us hereunder.is to be in every case several and not joint.

The attorney is hereby authorized to deduct as its compensation 6% of all moneys received by it for credit 
to our account. All expenses incident to conducting the exchange of indemnity shall be paid by the Exchange.

A Finance Committee, consisting of three or more subscribers, or officers of subscriber corporations, who to 
act shall be and continue in good standing, shall be selected by subscribers. In choosing said committee our attor­
ney is authorized to ask subscribers whom they desire to serve as such committee, and the requisite number selected 
by the largest number of subscribers shall constitute such committee; said committee shall have control over the 
funds belonging to the subscribers, shall have power to fill vacancies, and shall serve until their successors are 
chosen.

The funds of subscribers shall be deposited in banks or invested in securities approved by our said attorney 
and the Finance Committee. Disbursements from funds of subscribers shall be by check, signed by said attorney 
and countersigned by a member of the Finance Committee, or by a Bank or Trust Company approved by said 
committee. After the adjustment or compromise of any loss or claim by our attorney, as above provided, the Finance 
Committee and attorney are hereby empowered and instructed to pay our portion of such loss or claim.

W e hereby subscribe, subject to the call of the Finance Committee, a sum equal to our annual deposits, to 
pay excess losses incurred under this contract which shall be our maximum liability hereunder. It is agreed that 
our contingent Liability as a subscriber will be reinsured.

This power of attorney is strictly limited to the uses and purposes herein expressed, and may be terminated 
at any time by the subscriber or by the attorney, by either giving to the other ten day's’ notice in writing; and 
thereupon the attorney shall liquidate our account and return to us our net surplus.

Date. . 19____________________________________

t

C»ty Sl.ile



x ia i iL u a c m ir e r s  a n d  W h o le s a le r s  I n d e m n i t y
HIRAM C. GARDNER, Inc.

ATTORNEY.IN-E.\CT AND MANAGER
2DU Josephine Street 

lX;n\er, L'oThjJo S02U6
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. . IW d , lLOa,v° C. Gardner, Inc., of Denver, Colorado, having been selected as a place at which to
:'J"'uly axcluingo indemnity, such offices being designated Manufacturers and Wholesalers Indemnity Ex- 

t.-rAe, we, as a subscriber at said Exchange, hereby appoint aaid Hiram C. Gardner, Inc., attorney for us and in 
mine, place and stead to exchange such indemnity with subscribers at said Exchange, with authority to act 
us os hereinaiter provided:

lo  make, issue, change, modify, classify, re-inaure or cancel contracts therefor containing such terra , clauses, 
. y.Rtons, warranties and agreement* as it shall deem best, and to subscribe such contracts; provided, however, 

t.ie exchange of indemnity under this contract shall be on a pro rata basis with all other subscribers to said
....... a s  Exchange, and each subscriber shall assume that portion of any loss and of Exchange expense v/liich its
: m annuo] deposit bears to the aggregate total annual deposits of oil subscribers on contracts in force at the time 
■ . Gann or cause for claim, or expense, arises; to demand, collect, receive and receipt for all moneys due us or 
: : runt to our account as a subscriber; to give, waive or receive all notices or proofs of loss; to adjust and settle 
.. Esses and claims under such contracts or other evidences of indemnity; to perform or waive all agreements or 
... illations of any such contracts; to accept or appoint any person to accept Eervico of process; to appear for us 
. .-.ny suits, actions or proceedings and bring, prosecute, defend, compromise, settle or adjust same; to execute 

.: y and all documents and perform any and all acta necessary to effect compliance under any law relating to such 
::tracts or to the exchange of such indemnity; to perform every act not herein specially mentioned tlrac we could 
u.Gves do in relation to any contract hereby authorized; and we hereby authorize our said attorney to appoint 

- .j.c substitute or deputy attorneys as the requirement* of the Manufacturers and V/hoiesaler3 Indemnity Ex- 
w..;i'.ge may demand.

The intent and purpose of thi3 instrument is to clothe our said attorney with the power necessary to enable 
through our said attorney, to exchange indemnity with subscribers; provided, however, that said attorney shall 

..wo no power to make us jointly liable with any other subscriber; and every liability of whatever nature which 

. .; attorney is authorized to incur for us hereunder is to be in every case several and not joint.

The attorney is hereby authorized to deduct pa ita compensation 6% of all moneys received by it for credit 
n our account. A ll expenses incident to conducting tha exchange of indemnity shall be paid by the Exchange.

A Finance Committee, consisting of three or more gubocribara, or officers of subscriber corporations, who to 
thill be and continue in good standing, shall be selected by subscribers. In choosing said committee our attor- 
■ is authorized to ask subscribers whom they desire to carve as such committee, and the requisite number selected 
the lurgest number of subscribers shall constitute such committee; said committee shall have control over the 
h; belonging to the subscribers, shall have power to fill vacancies, and shall e-erve until their successors are 
.:en.
The funds of subscribers shall be deposited in banks or invested in securities approved by our said attorney 

; the Finance Committee. Disbursements from funds of subscribers ahall be by check, signed by &aid attorney 
: countersigned by a member of the Finance Committee, or by a Bank or Trust Company approved by said 
■■■'.ittec After the adjustment or compromise of any loss or claim by our attorney, as above provided, the Finance 
. nuttce and attorney are hereby empowered and instructed to pay our portion of such loss or claim.

We hereby subscribe, subject to the call of the Finance Committee, a sum equal to our annual deposits, to 
. riccss losses incurred under this contract which shall be our maximum liability hereunder.

Tb power of attorney is strictly limited to the uses and purposes herein expressed, and may be terminated 
, . mne by the subscriber or by the attorney, by either giving to the other ten days’ notice in writing; and 

n apoli the attorney shall liquidate our account and return to us our net surplus.

.. ___19____
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• I EXHIBIT 3-1

MANUFACTURERS AND WHOLESALERS INDEMNITY L. CHANGE 
A Colorado Reciprocal Exchange

SURPLUS CERTIFICATE NO.f 1 
Replaced as of June 1, 197^

$5 ,000.00

This cer t i f i es  that Hiram C. Gardner, Inc., a Colora a corporation has con­
tributed $5,000.00 to Manufacturers and Wholesalers Inde.rv 1 ty Exchange (hereinafter 
referred to as Company).

Company agrees to pay Interest at the rate of Seven ercent (7%) per annum 
on the face amount of this Certi f icate on the 1st day of une of each year until 
the face amount is repaid. No payment of interest may be made without prior 
approval of the Commissioner of Insurance for the State c Colorado.

This Cert i f icate shall not be a legal l iab i l i ty  of t e Company until such 
time as the financial condition of the Company is such th t its surplus (as 
calculated for line 27 of the Annual Statement) would exc ed $500,000.00, after  
payment of this Certi f icate,  and the repayment of this Cr. t i f icate,  together with 
accrued interest,  is approved by the Commissioner of Insi mce for the State of 
Colorado.

In the event of reorganization, dissolution, 100% r< nsurancc or liquidation 
of the Company after the retirement of all  its outstandir obligations other than 
Surplus Cert i f icates,  the holders of Surplus Cer t i f i ca tei •. rerna I n 1 rig unpaid shall 
be entitled to preferential right in the assets of the C< oany equal to the face 
amount of the Certif icates held by them together with int rest thereon before any 
distribution of such assets to stockholders.

This Certi f icate is transferrab1e only by assignment on the books of the 
Company upon surrender of this Certif icate properly assit ad. Written notice 
of any assignment is to be given to the Commissioner of I surance, State of 
Colorado.

IN WITNESS V/HERE0F, Company has caused this Certlfic te to be signed by the 
duly authorized of f icers of Its attorney-in-fact,  Hiram (' Gardner, Inc., this 

20th day of Deccmbcr______________, 137 «̂

MANUFACTURERS AND WH0LESAL RS INDEMNITY EXCHANGE

By HIRAM C. GARDNER, INC., 1 1torney-in-fact for 
subscribers at Manufacture*, s and Wholesalers 
Indemnity Exchange

/

John II'. Ronnebock, I * re* Idenl

Wil l iam H. Haring, Secrete r y - .̂
/  r '

L
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CONTRIBUTION CERTIFICATI' OF 
MANUFACTURERS AND WHOLESALERS INDEMNITY EXCHANGE

$2,500.00 No.__ U June 1, 1965

KNOW ALL MEN BY THESE PRESENTS:

Manufacturers and Wholesalers Indemnity Exchange, 
hereinafter called the "Exchange," an interinsurance 
exchange organized and existing under and by virtue of the 
laws of the State of Colorado, doing business in the City 
and County of Denver, State of Colorado, at 2019 Stout 
Street, hereby promises and agrees to pay, pursuant to the 
terms hereof, to the. registered owner Twenty-Five Hundred 
($2,500.00) Dollars at the office of the Exchange on or 
before the first day of June, 1974-, at the option of the 
Exchange, with interest thereon from the date hereof at 
the rate of seven per cent (77») per annum, payable semi­
annually on the first day of June and December of each year 
until paid, by check or draft of the Exchange mailed to the 
registered owner at his address shown on the books of the 
Exchange.

This contribution certificate is one of a series 
of like tenor;.each certificate is for the sum of not more 
than Twenty-Five Hundred ($2,500.00) Dollars and all cer­
tificates amounting in the aggregate to not more than Fifty- 
Seven Thousand, Five Hundred ($57.500.00) Dollars.

THIS CONTRIBUTION CERTIFICATE IS REGISTERED in 
the name of the owner at the office of the Exchange, 2019 

■|Stout Street, Denver, CoTorado, on the books of the Manu­
facturers and Wholesalers Indemnity Exchange to be kept by 
its attorney-in-fact, Hiram C. Gardner, Inc. at 2019 Stout 
Street, Denver, Colorado, and such registration shall be 
noted on the'books kept for that purpose. Upon registra­
tion no transfer shall be made unless made on said books 
by the registered owner in person or by attorney duly 
authorized in writing and noted hereon.

' No recourse shall be had for the payment of
principal or interest on this contribution certificate, or 
any claim based hereon or otherwise in respect hereof against 
any officer, director, stockholder or Hiram C. Gardner, Inc., 
or subscriber at, policyholder of, or member of the Finance 
Committee of Manufacturers and Wholesalers Indemnity Exchange 
whether by virtue of a constitution, agreement, statute, or

»
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The Exchange  r e s e r v e s  Cl 
f o r  c a n c e l l a t i o n  any o r  a l l  o f  rha 
i s sued  by I t  a t  one  hundred  p e r  ex 
p a l  t h e r e o f  i n  a d d i t i o n  to  i n t e r c :  
date  two ( 2 )  y e a r s  o r  more a f t e r  1 
b ut i o n  c e r t i f i c a t e  ; any c o n t r i b u !  
f o r  the pure  lease s h a l l  c e a s e  to  be 
date  f i n e d  f o r  t he  p ur ch as e  the rec  
tha t  e r f c c t  jjdnall have  been g i v e n  

c c ro  r  s u e f
h a

a n c a t e c e r t i f i c a t e
c e r t i f i e d  m a i l  a t  the address  o f  .<- 
shown on the books o f  the Exchange 
presumed to  be c o r r e c t ,  a t  l e a s t  ( 
l ess  than ten ( 10) days b e f o r e  the

' r i g h t  to repurchase 
c on t r  11 )u t ion  c e r t i f i c a t e s  

it  ( 100/,) o f  the p r i n c i -  
; then due upon the due 
1 c date  o f  th is  c o n t r i -  
ion c e r t i f i c a t e s  s e l e c t e d  
ir i n t e r e s t  a f t e r  the 
f ,  p ro v id ed  n o t i c e  to 
to the r e g i s t e r e d  owner 
i by e i t h e r  r e g i s t e r e d  or  
l id  owner or  owners as 
, which address s h a l l  be 
l i r t y  (30)  days and not 
repurchase date.

Repayment o f  the p r i n c i ] ’ l l  sum s h a l l  be made on 
the due date  h e r e o f ,  at the o p t i o i  o f  the Exchange; PROVIDED, 
NO REPAYMENT OF THE PRINCIPAL SI1AT 3 BE MADE except  from 
earned surplus  o f  the Exchange and unless and u n t i l  the 
surplus as r ega rd s  p o l i c y h o l d e r s  s a l l  exceed the minimum 
requ ired  by law and r e g u l a t i o n s  i r  any s t a t e  or s ta te s  
wherein the Exchange i s  then l i c c r  ed and admit ted to w r i t e  
insurance;  sa id  minimum surp lus  tc. he c a l c u la t e d  as the 
minimum r e q u i r e d  by law and r e g a in  ions f o r  r e c i p r o c a l  or  
in t e r in su ra n ce  exchanges w r i t i n g  i surance or  is su ing  
p o l i c i e s  f o r  a l l  t y p es ,  k in d s ,  or  ines o.f insurance in 
which the Exchange i s  then engaged under the laws and regu­
l a t i o n s  o f  any s t a t e  where in  i t  i s  admit ted and l i c en sed  
to do b u s iness ;  PROVIDED FURTHER t a t ,  b e fo r e  repayment o f  
~the p r i n c i p a l  sum s h a l l  be made, n t i c e  s h a l l  be g iven  to 
the Insurance Commissioner o f  the Ra te  o f  Colorado,  and 
no repayment s h a l l  be made o v e r  th o b j e c t i o n  o f  the sa id  

. Insurance Commiss ioner ; PROVIDED I RTHER, no repayment o f  
p r i n c i p a l  o f  t h i s  c o n t r i b u t i o n  cer  i f i c a t c  shal l-  be made 
p r i o r  to the repayment o f  surplus e r t i f i c a t e s  o f  the s e r i e s  
due June, 1969, o r  June, 1974, o f  he face  va lue  o f  $5,000.00 
each, whether  p r e s e n t l y  is sued  anc ou ts tand ing  or not.

' IN THE EVENT OF LIQUIDAT 
requ ired  by v o t e  o f  the su b sc r ib e r  
a u th o r i t y ,  the surplus as regards  
c u la t i o n  o f  any assessment a g a in s t  
be exhausted in  payment o f  l i a b i l i  
o f  the Exchange; AFTER THE EXHAUST 
w ithout any assessment p ro v id ed  in 
o f  thc.sc c o n t r i b u t i o n  c e r t i f i c a t e s  
l i a b i l i t i e s  f o r  the paym. nt o f  los  
merits o f  l i q u i d a t i o n .  I t  i s  the i-

'.ON OF THE EXCHANGE, i f  
th e r ea t  or by l i c e n s in g  

■ o l i c y h o ld e r s , w ithout cn l -  
the p o l i c y h o ld e r s ,  s h a l l  

: ies  o f  any kind or  charac te r  
ON o f  the surplus,  and 
any p o l i c y ,  the aggrega te  
s h a l l  be charged w i th  
cs,  c la im s ,  and assess-  
t en t io n  o f  Manufacturers
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each and ever/ subscriber.

ye in the execution of 
fie ate sirall serve as a 
Exchange from any asses 

.or than annual, premium 
'ovir, ions ot the poi.icy o

Determination of surplus shall be made within 
four (4) months after the close of each and every calendar 
year; and the Exchange may, without interest, withhold pay­
ment of principal until such determination of surplus be 
made.

The definitions of words used herein, and parti­
cularly the words "subscriber," "surplus" as regards policy­
holders, "insurance," "policyholder," and ail financial 
and accounting terms, shall be construed in conformity with 
the definitions adopted either by statute, law, or regula­
tions or by the definitions used by the National Association 
of Insurance Commissioners.

IN WITNESS WHEREOF Manufacturers and Wholesalers 
Indemnity Exchange has caused this contribution certificate 
to be signed in its name by its attorney-in-fact, Hiram C. 
Gardner, Inc., by the said corporation’s President or Vice 
President and its corporate seal to be hereunto affixed 
and to be attested by its Secretary or Assistant Secretary.

Executed this 1st day of June , 1965.

MANUFACTURERS AND WHOLESALERS INDEMNITY EXCHANGE 
By HIRAM C. GARDNER, INC., attorney-in-fact for 
subscribers at Manufacturers and Wholesalers 
Indemnity Exchange

Secretary

ADDENDUM
I t  i s  p r o v i d e d  a b o v e  t h a t  no r e p a y m e n t  o f  t h e  p r i n c i p a l  sum s h a l l  
b e  made o v e r  t h e  o b j e c t i o n  o f  t h e  I n s u r a n c e  C o m m i s s i o n e r  o f  the  
S t a t e  o f  C o l o r a d o .  I n  o r d e r  t o  i m p l e m e n t  t h i s  p r o v i s i o n ,  t h i s  C c r  
f j . c a t e  i s  h e r e b y  s u p p l e m e n t e d  t o  p r o v i d e  t h a t  r e p a y m e n t  o f  the  
p r i n i c p a l  sum s h a l l  o n l y  be  made?, i n  a d d i t i o n  t o  the  c o n d i t i o n s  
a l r e a d y  s o t  f o r t h ,  p r o v i d e d  t h a t  w r i t t e n  a p p r o v a l  o t  the  same i s  
r e c e i v e d  f r o m  t h e  C o m m i s s i o n e r  o f  I n s u r a n c e  o f  t h e  S t a t e  o f  C o l o ­
r a d o  t o  M a n u f a c t u r e r s  and W h o l e s a l e r s  I n d e m n i t y  E xc h a n g e .  T i l l s  
Adoendum i s  ad d ed  u n d e r  i n s t r u c t i o n  o f  the  Commis s i . oner  o f
I n s u r a n c e  o f  t h e  s t a t e  o f  C o l o r a d o  b y  h i s  d i r e c t i v e  d a t e d  March 6, 
197 3.

-3- i
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p  T C T '1 A rp T '

OWNirR.: ______ Hirom C Go rH r •, | nc ,______ _________

Address: 2019 S\o- t Strcc________________

______Denver_________ , ______Co! on- Ho______
City Stat-

Registered a(s of the 1st ' day c '_____ Juoi_______ , 1965

HIRAM C . GARDNER, IN( . , attorn- y-in- f cc t 
for subscribers at M. mfacturc: s and 
Wholesalers Indc unit; Exchange

• By

ASSIGNMENT

For value received.__________ ;___________________
hereby sell, assign, and tra: sfar unto_____________________

________ the within Contribution
Certificate of Manufacturers and V.Tiolcsalers Indemnity
’Exchange standing in__________________________name on the
books of the Exchange repressnted by Certificate No __________
.herewith and do hereby irrevt cablv constitute and a »point
l____________________________________________;________  at :orney
to transfer the said Contriti tion Certificate on the books of 
the Exchange with full power of substitution in the premises.

Date :

;

»

In Presence Of

Witness or Guarantor of 
s ignature

-  <4 ~
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MANUKACTU K lì ICS ò. WltOLLS ALORS

Nut as Reported Lo Colorado

ear O i r e o t  Premiums U n J e r w r i l ing Net Incume P o l i c y h u 1 durs
___ Wri t ton Cain or  Loss Sur p l us  a t  Clos950 $ 9 0 8 , 0 6 8 . 3 4 $ 199 , 874 . 1 6 $ 2 2 3 , 4 0 0 . LI . $ 7 3 6 , 741 .52
lb l 9 8 4 , 0 9 1 . 68 1 7 2 , 575 . 59 1 9 5 , 544.26 6 5 8 , 292 . 42
952 1 , 2 1 8 , 839 . 02 2 1 2 , 876 . 17 2 4 1 , 204 . 24 6 2 4 , 913 . 30
953 1 , 2 4 2 , 0 7 4 . 6 9 2 3 7 , 986 . 75 2 7 2 , 493 . 18 6 9 3 , 5 0 4 . 0 6 .
954 1 , 2 7 4 , 11 5 . 7 6 272 , 153.30 3 1 8 , 257.24 7 6 3 , 779 . 20
953 1 , 2 9 6 , 560 . 5 8 2 6 8 , 734 . 23 3 1 1 , 046 . 49 8 5 2 , 268 . 23
956 1, 2 6 5 , 851 . 3 2 1 7 5 , 888 . 55 221 , 4 8 6 . 12 695 , 537 . 15
957 1, 3 8 0 , 5 8 1 . 54 185 , 044 . 81 2 2 6 , 247.37 734 , 059 . 71
'958 L,4 8 4 , 2 6 4 . 18 161, 4 4 8 . 7 5 2 0 8 , 138.03 864 , 046 . 96
llJ)9 1 , 6 6 1 , 943.71 3 4 , 503 . 76 8 4 , 145.63 830 , 4 2 2 . 14
|9ò0 1 , 9 2 6 , 670 . 9 2 ( 1 , 0 8 0 . 6 6 ) 4 8 , 853 .98 7 6 6 , 376 . 08
f 6! 1 , U L  , 92 2 . 6  5 8 9 , 991.31 1 4 8 , 032.44 7 4 0 , 106.17
l‘Jb2 1, 9 9 1 , 4 1 7 . 1 3 ( 124 , 3 2 5 . 3 7 ) ( 6 4 , 2 1 8 . 6 2 ) 6 6 7 , 743.06
%3 1 , 7 4 9 , 2 1 4 . 9 6 ( 1 1 7 , 0 6 4 . 9 6 ) ( 184, 0 8 7 . 8 9 ) 3 6 6 , 063 . 26
)64 1 , 5 9 5 , 8 4 9 . 0 0 4 0 , 4 3 9 . 4 8 3 0 , 093.83 397 , 643.91
■JÓ5 1, 8 8 9 , 947 . 5 8 ( 13, 6 9 4 . 5 4 ) ( 2 7 , 0 2 1 . 0 3 ) 6 3 4 , 719 .07
pbo 2 , 0 3 7 , 5 4 7 . 4 ) ( 5 2 , 0 4 6 . 5 3 ) 5 3 , 500.4 5 6 0 0 , 343 . 09
367 1 , 8 1 9 , 4 3 8 . 8 2 (6 6 , 8 7 0 . 13 ) 1 1 , 599.09 801 , 430 .61
k a 1, 8 4 1 , 6 1 7 . 8 6 ( 140, 5 2 5 . 8 0 ) (3 6 , 715 . 14) 610 , 989.71
|)b9 2 , 2 6 2 , 4 6 1 . 15 ( 1-5 1 , 5 0 3 . 6 7 ) 2 8 , 027 .45 6 8 5 , 891 . 23
370 2 , 5 5 9 , 325 . 65 1 3 , 953 . 50 1 6 4 , 051 . 48 1 , 000 , 441 . 4 5
>-?l 3 , 0 2 8 , 131 . 60 ( 3 7 , 4 4 6 . 6 4 ) 1 0 7 , 037.17 1 , 297 , 143.80
1-72 2 , 8 9 8 , 779 . 5 4 (3 2 1 , 7 6 5 . 59 ) (2 0 4 , 4 4 9 . 3 8 ) 1 , 0 2 5 , 6 3 0 . 6 9
-73 2 , 6 4 4 , 595 . 21 ( 1 2 9 , 0 0 4 . 5 4 ) 4 0 , 944.75 801, 435 . 70
974 3 , 4 8 7 , 6 7 4 . 0 0 ( 1 , 0 2 3 , 6 1 0 . 0 0 ) ( 1 , 158 , 184. 0 0 ) (314 . 0 3 7 . 0 0 )
-75 1 , 2 9 6 , 22 9 . 2 5 ( 1 , 3 7 1 , 4 5 6 . 17) ( 1 , 8 6 6 , 525 . 52 ) ( 1, 927 , 3 1 3 . 9 7 )

f tals $4 6 , 9 0 7 , 21 3 . 5 5 $ ( 1 , 4 8 4 , 8 2 3 . 2 4 ) ' $(  6 0 7 , 0 9 6 . 2 3 )

/

I
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ANNUAL STATEMEL I
L o r  t h e  Y e a r  E n d e d  D e c e m b e r  3 b  1 9 7 4

O F  IM F. C O N D I T I O N  A N T )  A l  FA IR S  O F  T H F

: a » ; lti£?.s  a n d  v . u U e a u a s  l a l  -a n g e

NAIC Group Code:

Organized under the Law s o f  the State of

NAIC Company ('ode:

made to the

INSURANCE DEPARTMENT OF THE STATE OF

PURSUANT TO THE LAWS THEREOF

ORGANIZED

Loourp orateli. Commenced Business 20. oo

Home Office :00  J " s e ? A - e  S t r e e t C o l o r a d o  30206
(Street inJ Number )

Mail A d d r e s s _______
(City or Town,  State and Zip Code)

D e n v e r ,  C o l o r a d o  20206

(S erre: and Num ber)

Main Administrative Office________
(City or Town,  State and Zip Code)

322-  1844

(Arra Code)  (Telephone .Number)

OFFICERS ** o f  t n e  A c c o r r . e y - i n - . - a c t

J o  hr. K. E c n n e b e c k
. R o c e r t  T ,  M a t z e n  

478- 3S - 77C8 /
50S- 15-5304

1 J a n e s  G.  D u r d v 523- 12-0141

T h - l r a  y. ¿ p i . - i D - 74ÄÄ v;r̂ .preriHenrs' J o h n  A - S a ' < ; e r s ° n 360- 01-5414

C a r l  H, T h o r n b u r 2 390- 30-3689
' - i l l i a -  D i c e ¿ 65- 54-6570

DIRECTORS OR TRUSTEES"
A.  E. L e i s e n r i c r

(F IN AN CE  COMMITTEE)

Nç -r . an  J t K e n t  _____________________503- 10-1695 R o b e r t  L .  Ord 524- 07-6609

( A t t o r n e y - i n - F a c t )

47S - ! : - * 7C8 C h a r l e s  A ,  R o t h 3 55- 14-0260 A r t h u r  L ,  S h i r . c l e r 56S - 52-3640

C h a r l e s  2 , A l l e r . 484- — “-  5311 R o b e r t  T . M a t z e n 50S - 18-3204 F r a n k  H. Zosk.

State o f  .... CC 1GRAEO

Counry o f  ......  _ .......  i

*r,‘ # ? - t " ~ e b e c <  ^ President . *he irr .a  M. L i n s t r o n  ....................................  Secretary, .. ..  L i t t  ............................................  Treasurer*

o f  the # A t t  t r z e y *  i c - r a c t  
o f  the said insure;, and tna: on :r< chirt«-r.r«t da» c 
thereon, except u  herein s :a :t : . a.-.J that this ar - 
statement t>i ; -e awe-.j and .:ar:lities ar.J ot ;r< 
year enoed on tr.i: date, a c cor c . -z  to the c*est o:  ;

‘ o r  correspond: :* :  persons ha» rr  charge r f  ir.e i

being dulv «worn,  each for himsel f  deposes and sass that thes are the above described cScers

No te  In the case ot L n n c  J ' ta: - »  o rant r «* »  the . ¿ : i w (  must oe amended to show mat it covers  the statement o f  the United States Branch. I f  the United States Manager or  the Attorney, 
in- fact  o f a Kec irrocal  Excf tani t : L i . ^us  Uncerw' -.ters is a corporation the amaaMt must be signed by two (or three; principal  oncers o f  the corporation or if a partnership h» two 
( o r  three * o f  the rr inc:pai  mn r, - « i s  o i  C e pr rtne:.*hip.
?*onow name an! v x ia i  «e<.ur:*' number

Note:  T he  page»  ‘denti lied by tr annual statement were reproduced bs the John S. Sw »ft Company f rom master forms copyright 19*4 
by the John > >wjft Company,  Insorporaied.



A  t.J -.'SV
1. Bonds I Sided— e D ) *

d

2. Stocks iAit.-iu.it; L>)

2 1 Prei. rnd stocks

2 2 Ccrm-n stocks

3 Mortgage loins on trai .stato iSch<dui.* B)

4. Real esta'e iSchcdule At:

4.1 Prot-tios occupied by the company (less S .............. encumbrances)

4.2 Other properties dess 3 ...............encumbrances)................

5. Collateral loans l Schedule C ) ............................................

6. Cash on hard and on deposit (Exhibit 1 ) ...................................

7. Other invested assets (Schedule BA1 ...................................

• a- Subtotals, cash and invested assets, sum of Items 1 to 7 inclusive.........

S. Agents' balances or uncollected premiums (Exhibit 1 ) .................... ..

9. Bunds held by or deposited with ceding reinsurers (Exhibit 1 ) ............

10. Bills receivable, taken for premiums (Exhibit 1) .......................

11. P.einstara-Cr recoverable cn loss payments (Exhibit 1 ) .....................

a o 2ue cn Sen.rities Transactions

13.

14. Interest., dividends and real estate income due and accrued (Part 1) 

- i= 2ue Iran her an C. Gardner,  A c t c r r .e v - in -r  a c t

16.

IS.

19.

TOTALS (Per Exhibit 1. Col. 4)

tate basis c :  va luation is P r c r u lK a te i .B y  .The. Coirnit tee..on..V a lu a t i o n , 
Naticnni A s s o c i a t i o n  c f  Insurance Commissioners

1,771 ,453

¿65.951

3,832,24 5

211,590

172,753 !!

111,059. 133,420

52,099

93,690

4 ,285 , 53S

49,075........... l!

...... I!!l



I.I\UII-H IKS. M  i;i \  A M I  OTHKi: F I M ' >

r 3
1. Losses <Pirt 3 A ) ............................................

Loss adjustment exp. ruws (Par: 3 A > ............................

3 Cuntinger.t commissions and otr.vr s-m.iiar chirm-s ........................

4 r —vr expenses texcluia-.g taxes. Lccnses and f . - . - j ) .............................

5. Ta-ves. licenses ami (v-s lexrlud.r.,: fi-l.-ral an 1 foreign income taxes)

6. F idcra l a ril fo re ign  incom e ta x e s  re x c lu d u .g  »J* f■ r r . «1 t a x e s )

■T fe ie rve  i . r  I'np a id  'h - i i ls

S. Farrowed m o n e y ...........................................................................................

9. Interest.. including S..............  on borrowed money

10. Unearned premiums I Port 2 B ) ...................................................................
10a. L e u  P repa id  A c q u is i t io n  Exp enses
11. Dividends declared and unpaid:

(a) Stockholders........................................

(b) Policyholders........................................

ID. Funds held by company under reinsurance treaties..............

13. Amounts withheld or retained by company for account of others

14a. Unearned premiums on reinsurance in unauthorized companies . .

14b. Reinsurance on paid losses S.......t.P.t.....and on unpaid losses

S....I9.'..-..5.̂....... due from unauthorized comcanies ...........

: :. i 

7 -, yi r> 
v..) .0

19,no 7

717,755

(214,920)

$ ............ 2 ,0 1 2 .

10,255

5 2 ,1 «

573 ,469 

(.220,5537

lUl.ui B ............................. V ' |

Less funds held or retained by company fo r  account o f such
unauthorized companies as per Schedule F. Part 2 ...................................... $ ...................... *.?“ ...........

Excess of liability and compensation statutory reserves over case basis and
loss expense reserves (Schedule P ) .........................................................  . . . .  . . .

1

12,267

i

5,977

Net adjustments in assets and liabilities due to foreign exchange r a t e s ...........................................

Ceded reinsurance balances payable..............................................................................................................

..................................

..........................
304,232

- .........................
‘I 1
SS Ì

Total liabilities.........................................................................................................................................

Special surplus funds:

(a ) Eauitv in Creamed Pre-iu.- Reserve. As rem itted  bv the Colorado Insurance Department

i  !!
| 2 .983 ,4S0 .........  !j 3,454,102

214,920

i

1
220,553 '

(b ) ..............................................

. . . . . . . . . . . . . . . . . . . . . . 1
j

fc) .............. ......

1 11 
! ...................................... I l . . . . . . . . . . . . . . . . . . . . . . . 1

. Capital paid .............................................................................................................................................
j

|
| 286,759

|

339,711

i
26A. Gross paid in and contributed surplus.........

26B. Unassisted funds (surplus)................

27. Surplus as regards policyholders (Items 24 to 25)

28. Totals................................

1,221,006 . 

(2,035,722) 

(314,037)

2 .569,443

816,221

(575,049)

801,436

4,28 5 ,53ò



> T.\ I ÜIKNI.OK I\( OMK

I M U . K U K U  INI . i v '

i t 

) V J
1. Vr<

Cl' . Z U C 7 1 C NS

2. D-

3 L*.5i ex;*’r*>-s

4. G:t.t ur.ier*r

5...

6. T'<:a¡ L."

1 <Pa.-. 3)
1 '4,r<)7 

7 I ' , V7

Net und- nvr.'._”  gam cr loss ( — )

IN\ E M  M I N I '  INCO M E

S. Nit investment income earned (Part 1 ) ...................

9. Net realized c-pital ;i:r.s or lossi s ! — ) (Part 1A) .

9A.Nct investment pain or loss (— ) ................

O T H E R  1N C O M K

10. Net pain or kis (— ) from agents' or premium balances tharped off

(amount re.'overc-d $ .. 3*5.16.....  amount charged off $ .. .2.5,.'87.... )

10. Net gain or k:

(amount re:

11. Finance and •

12. S e r v ic e  F e e

13. Change..in .An:

H. I n t e r e s t  on ¡

15. Interest..en.)

16. his.ce.l la-eei:

IT. Total i

IS. Net income b

GAINS (-r) A N D  LOSSES (— ) IN SCRFLLS
Net income if.-cm Item 20).............................................................

Net unrealized capital gains or losses (Part 1 A ) ..........................................

Change in non-admitted assets I Exhibit 2. Item 33, Col. 3 ) ..............................

Change in liability for unauthorized reinsurance..........................................

Change in foreign exchange adjustment.................................................

Change in excess of liability and compensation statutory- reserves over case basis and loss expense 
reserves ......... " , ......................... - .................................

Capital changes:
(al Paid i n ......................................................................

(b> Transferred from surplus (Stock Divd...............................................

(c) Transferred to surplus..........................................................
Surplus adjustments:

(a) Paid i n ......................................................................

(b> Transferred to capital (Stock Divd.)..............................................

(cl Transferred from capital........................................................

Net remittances from or to Home Office.................................................

Dividends to stockholders (cash).....................................................
S u b s c r ib e r s  Surplus D epos i t s  ....................................................................................................................................................

Chanca in  ccuir-.-. i r . . t lr-earaed.Premiers Reserve ..  (C o lo r a d o . .S a s is j ..........................................................................

37.

Irih , 3? 1 

137'., 85-)

!■ 2 r. *  ,»> 5* :* 

{ • s .: ‘  1 )

...... . 173,-7 :

il
1;

i

(22,271)
i;
1!
1! - . (3,622)

-0- il 5,-74

-0- ! 16,475 1

-0- ! (24,559) ,

-0- ! ............2.'9 72..........  i

2,551 | -0- 1

IS. Net income before dividends to policyholders and before federal and foreign income taxes...........

ISA. Dividends to policyholders.................................................................

1S3. Net income, after dividends to policyholders but before federal and foreign income taxes...........

19. Federal ar.d foreign income taxes incurred * .................................................

20. Net income.............................................................................

CAPITAL AND SURPLUS ACCOUNT
21. Surplus as regards policyholders. December 31, previous

Vcsr...................................  ........................ , . ............

51,901 (3,258)

( 1,153,184) j
1

41.18 5 il

il
(1.153,134) 41,18 5 jj

jl

.... (1,156,ISO ......... ; -1,15 5 ......... ||

i

301,436 ! 1,025,631
: j

j

(1,153,184)...........
!

41,135

..... (279,253)............ (178,925).........

........ .(17*966).............. ........... (13,31.8)...........

........... (6*290)............ ............. (.5,97.8)...........

404,786

(52,953)

...(5,6331.

(13.200)

.(53,959)

(314,037.)
Change in surtí, 5  as regards policyholders for the year ..................................

Surplus as regards policyholders. December 31 current y e a r ................................

‘Amount of federal income taxes incurred and available for recoupment in the event of future net losses, current year S ............. first prtCid.r.,, ytar
S..... 7.9.*..... second preceding year S....... -Op.....  Amount of net losses carried forward and available to offset future net income subject to
federal income taztes: current year S ... 877,300....first preceding year S... 7.9.”........ second preceding year S... 73,, , 4 ..... third pre­
ceding year S ..7.9“ ■ ... ....... fourth preceding year S ... .*.9.7........

(



I M i V K W K l U M .  \\l> I W I S T M K M  lAHU'.ll

' vk:u in-

( I M H I I 'T .  1 'H l l ' lM K  \M> 1:4 \l. 4> f \T4.  l\ (n \ n ,  .

T.

S *.iverrtr-»»ni >.n.ts D * 3b , w S I l.- e O i 1 .2

1 K'fCJ Mcnift (rom U S t.t\ I ) ‘ j  )■? ■<
:: I, 5 , '7 U  . r, r*0

2 Qirtr • un $ D *  ‘
OU, - j

■j
, ;; 2v ,2 49 2b, 3 a ;v.< 05

l B  ru  >A af'i.irtln !>•

l t(>* hS •UT.lfflll ittMl» r> :  3 . . U i 16,370 ; 1 , -2 0 >" ,3 * i
Jl fre'errM »’.v*ws At i i! 1.11 »■* n •!
; O  ri.n..>n s(.« ks .u i. ifM u tr il » . o  ,

1
J  ■; -0- S , 3 3 t 10,309

21 Common sU>Ws of .iffilm es D  ; i  ;| !l -■

MofU' -ve loans . . . ! I »  ■; :a ,T - d •j ii -o- ii \ 2h , 7t.fi

OUte - . -

Osh on deposit . .

OlY.rT inveslr-d asseLa

as ;; 
c \ 
* ii
BA i!

52,099 !

DfcDt TTK >Xi

Toni investment expenses incurred litem 22. Col. (3) -Part 41 ..................

Depreciation on real estate (for companies which depreciate annually on a formula basis)

15,674

Total deductions..........................................

Net Investment income earned (Line 10 minus Line 15 —  to Item S. Page 4)

204,055

15,674 I'

* Includes S............. accrual of discount less S..... 8.98.....amortization of premium.
f Includes S.........?.... accrual of discount less S..... T.?.T.....amortization of premium.
§ Includes S............. for company's occupancy of its own buildings.
: Admitted items only. State basis of exclusions.................................

PART 1A— CAPITAL GAINS A N D  LOSSF.S ON INVESTMENTS

(11

Profit on Sales 
or Maturity

tZi

Loss on Sales 
or Maturity

(31 i

Increases by 1 
Adjustment m 
Book Value

i

(.*)

Decreases by 
Adjustment in 
Book Value

(S)

Net Cain (-1 or lv»ss 
(— ) from Chance in 
Difference 
Book and Anrmtl«i

||
)|
!| (Net of

ii

Total
Cols f l )  to <5*

incl.)

i. 3onds........... 964 4 5 ,0 1 1

!1
u

i
-0- j -0- ( 6 9 , 0 5 3 )

ii
( 1 1 3 ,1 3 5 )

2 1
i 1 ,6 5 1 2 6 ,9 0 9 -0- i -0- (3 0 0 ,5 6 5 )

¡j.....
(3 2 5 ,3 4 3 )

2_2 Common stocks . 3 5 ,7 0 1 3 4 1 ,2 5 2 i -°-.....1................. 9 0 ,4 4 0 il..... (2 1 5 ,1 1 1 )

3. Mortgage loans , . . !
............... ii 11

Il il i-

4. P-eal estate . . .
j 1 j

5. Collateral loans .
!!

1 !*
ij j 
ii

6. Cash on hand 
ar.d on deposit

Other invested assets

j j| î 1

7a. ! j
............. :... ii................ i

To.
| !i

l .....ii............
Ii « !

....... 1..................ii............  j

7c.
1 ii 
! ii

|i ii 1
!i il !

Id.
i11

It

[1

i f . . .

ij .................?....;............. ü.......... :..... i

Totals . . 3 5 ,3 1 6 ¡1 4 1 3 ,1 7 2 L - 0 - i - 0 - j (2 7 9 ,2 3 3 ) (6 5 4 ,0 5 9 )  j
i ............. 11 ..............¡r.................i l ..........  |

(Distribution of Item ?. Col. iGi)
ii"

9. Net realized capital gains or losses' . . .
Ii
-1.... (3 7 4  ,8 5 6 )

10. Net unrealized capital gains or losses" . .
|i

(2 7 9 ,2 3 3 )

•Attach statement or memorandum explaining basis of division.
¿Excluding S... "9*....... depreciation on real estate included in Part 1. Item 12.

j
i

)
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<l> C!> (3> <4> (1) <2) 14» 65, • h

1. Fire 7 9 , 6 2 7 1 7 , 0 5 7 6 8 , 7 0 1 6 7 , 9 8 3 1 6 6 , 5 7 3 2 7 8 , 1 3 6 1 1 5 . 7 2 2 2 2 8 , 9n  ) 1 1s , h i  ti i  » ,1 * .
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3. Farmowners multiple peril 3
, w

1. Ilmni'owiuiM mull ¡pie p<-ril •1

5. Commercial multiple peril 9 2 , 1 9 5 2 1 , 6 7 0 6 9 , 2 6 7 6 6 , 3 9 8 5 5 2 , 7 2 9 3 6 0 , 2 0 0 1 3 0 , 3 5 7 2 1 2 , 5 7 2 1 76 , 2 r 5 .*5 .1 , ) l i

8. Ocean marine 3

9, Inland marine 1 1 5 , 0 1 3 1 7 , 1 0 0 6 0 , 1 6 6 7 1 , 9 6 7 9 5 6 , 3 0 5 2 2 1 , 6 2 7 112  . 8 9 5 l l w  ,8  1/ t ̂ ,r,t) H *i , t ii

10 . 10 ■

11 . 11

12 . Kart hquulco 12

It. Grouj) accident and health 11

15 . Other accident and health 15

1C. Workmen’s compensation 10

17. F¡ability other than auto 2 0 9 , 7 6 6 6 6 , 2 6 6 9 0 , 7 8 6 1 6 5 , 2 2 6 17 2 1 9 , 2 1 6 5 1 8 , 6 9 6 1 5 7 , 6  39 3 m , 5 >  y : i „ ,  ;> 12 11 r>, 2 '* ■

19. Auto liability 69  1 ,6  99 2 0 7 , 3 3 2 2 6 7 , 1 8 2 6 5 1 , h 6 9 19 9 7 6  , 0 1 7 1 , OH 1 , 0 6 8 1 , 1 3 2 , 9 7 9 4.*.» ,11.» 1 ' 4 , 1 • ' SI ■ , * <

21. Auto phys. damage 5 1 1 , 7 5 0 1 6 6 , 8 6 6 m  .«48 4 7 2 , 7 4 ! » 21 7 1 6 , 8 1 .6 9 0 7 , 6 6 2 4 W „ J'iJ cSJ , 1- 1 l ‘'»1

22. Aircraft (all perils) 22

23. Fidelity 5 , 6 8 7 2 , 3 6 6 2 , 0 6 8 5 , 7 6 5 23 8 , 0 7 2 1 0 , 6 6 6 9 , 9 8 6 n , 3 , 2 . M  G ^  0

21. .Surely 1 6 , 7 3 5 122 2 , 6 7 2 1 6 , 1 8 5 2-1 58 5 3 2 , 6 6 6 21,129 1 l , 4  v-

25. Glass 1 , 7 1 1 7 ) 2 9 3 8 ' 1 , 5 0 5 25 2,666 3 , 2 8 6 2,692 3.2,; 1,113 2,1.)

20. Rurglary and theft 1 6 , 6 0 6 1 , 6 7 0 8 , 3 6 5 7 , 9 1 1 2 0 7 , 6  78 2 5 . 9 6 1 9 , 1 0 2 , 11 ? 8 . 1" 11 S , -M )

27. Holler run] machinery 2 7

23. Credit 2 8

IM». tiilrmntinnnl lii* /

30. lleiusiiranec 2 6 7 , 2 6 5 1 0 5 . 7 6 9 5 , 1 0 8 36  7 , 9 0 6 30 1 0 5 , 7 6 9 2 6 7 , 2 6 5 347,90o

31. TOT AI .S 1 ,6  1 6 ,6 ( i 6 i n , *. h 9 7 1 7 , 7 5 5 1 , 6  7 0 , 1  18 31 2 . 2 2  1 ,5  6 0 .1 ,7  1 5 , 9 1 9 J , 1'. '  , 10 ' i . r . i 1 1
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3. FannowiierH multij»l(? peril 3

A. iloim-iiwnt'ifl mulli|>li' peril •1

5. Commercial multiple peril 88,308 49,267 • 49,267 5 340,200 2-fl ,1 .,5

8. Ocean marine 8
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10. 10

11. 11
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11. flroup accident and health 0.) H

15. Other accident ami health
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UkSKKS I ’A I I ) UbSN S A I.V AO K

I.INI-: OK MUNINKNS
Dirtvl

H om es*
Kniistiiimce

Aviiittii'il
IteinsuriWH'O
Itn o v n .i l

Net r*vin<-nN 
(1 ) 1 <J) —  CO

l)l.]n.p|
r . iu ih t  Vcur 

(I'u rl .»A. (\.| 5)

(1) (2) CO (4)

1. Fim 4 4 4  , 4 6 3 4 3 0 , 2 5 1 1 4 , 2 1 2 1 5 . 7 6 6

2. Allied lines 1 1 , 0 6 6 1 , 3 0 1 9 , 7 6 5 8  , 4 4 1

3. Fnrmowners multiple peril

4. Homeowners multiple peril

5. Commercial multiple peril 1 1 , 9 1 2 5 5 5 1 1 , 3 5 7 2 8 , 2 3 1

8. Ocean marine

9, Inland marine 6 1 , 1 3 3 8 , 0 4 1 5 3 , 0 9 2 2 1 , 5 2 5

10 .

11 .

12. Earthquake

11. Croup accident and health

15 . Other accident and health

10. Workmen’s compensation

17. liab ility other than auto 1 3 7 , 1 0 0 7 8 , 0 0 0 5 9 , 5 0 0 2 2 8 , 5 5 5

19 . Auto liability 9 3 5 , 6 3 9 5 1 , 3 8 2 8 8 4 , 2 5 7 67  1 , 7 b 5

2 1. Auto phys. damapo 5 6 5 , 6 4 7 3 6 , 0 9 1 5 2 9 , 5 5 6 1 0 7 , 2 5 4

22. Aircraft (all peril;;) 9 , 0 0 0 6 , 7 5 0 2 , 2 5 0 1 , 1 5 0

2.1. Fidelity 1 3 , 1 3 3 1 3 , 1 3 3 1 , 2 8 3

24 . Surety 2 , 3 0 1 2 , 3 0 1 2 , 0 4 4

25 . Glass 1 , 3 9 4  ' 1 , 3 9 4 2 5 6

20. Burglary and theft 7 , 4 5 3 7 , 4 5 3 1 , 8 1 3

27 . Boiler and machinery

28 . Credit

29. International

10. Reinsurance 721 ,H 25 72 1 , 8 2  5 M W ,  7^4

11. IO T A  I .S _____________  2 , 2  0 0 , 6 4 1 7 2 1 , 6 2 5 6 1 2 , 3 7 1  ] 2 , 1 1 0 , 0 9 5 1 , 7 5 7 , 6 2 9

N. 1 i
t ̂111 mi 11

I'ir. ...... W,|

11,710
2.220

1 ,017

1 3 4 ,e2n

1,lb 1.704 
lbl , )H 

7,171 
11, ion 
i.iH

74 1 ,:'.-1

2,.’fr.," 10

l,VTr.ir*nr*T"f——re,* ■



UN I )KK W H IT IN G  A N D  IN V K S T M K N T  K X IIM ’.IT

I’AKT 3A —  UNI 'AID LOSSES ANI) I. OSS ADJUSTMENT EXPENSES

Arljt<-ilnl
... Ml I'HHI-.I*
III A.IjlHlMW'Ilt

t 1
..... ......

Hom.M.Mr fl l*IH
A(illiMii/<-*i m»»l
1 ImihiIIhh i/i-il

|M'i S.luil.ilr 1'*, 
C.mI IA, v.

Nrt
Im.

4.1SI». Dlfl. 
II.M-.I Mill IiumumI Mill

N**l !>—. •
|i,

(.INK OP MIISINISS

Din'll 
1 li»>

Am kiiihI
1 It.)

N.. Mr|.oilî l

lit»

A.lj.-i ..." i
l.»,M *

i

T. Fire 742 ,43.’* 726,92« 15,506 262 15,76«

*.i. Alli.il liiim ii, rio VHI 7 ,11*711 441

3. Farmowners multiple peril

‘1. Miiniei.nvnors mult ¡pin peril

,r>. ('«milMrlvinl limit i|*lr |M*l’il 31)r*, IHII 2/ 7, tl 00 27,388 843 28,231 i

K. Ocean marine • l|

9. Inland marine 2.1,550 2,400 21,150 375 71.575 l
1

10. i l
11.

12. F.arthrpiake

I t. Croup accident, and health Ml |
IT). Other accident and health M  |

lf>. Workmen’s compensation 11
17. Inability other than auto «00,166 238,560 161,806 66,749

l‘
2J8.5S5 :!

;i
19. Auto liability 1,363,646 742,063 621,383 50,382 b7 1,7c5 J|
21. Auto phys. damage 117,556 22,981 94,575 12,679 107,254 1

22. Aircraft fall perils) 77, II19 3 ,1 50 1.1M) |

2.'t. Fidelity 7H4 784 499 l , 2 n  3 !i1!
21. Surety 991 991 1,053 2.U.4 Sj
29. Class 67 67 1H9 2 5b i j
20. Ilurglary amt theft 395 395 1,418 l . h l J  |
27. Hoiler and machinery 

2.S. Credit 

29. International 

.'10. Iteifiiairancc 551,371. 543,378 114,36b |
!

bb7 ,/hh j ;
31. TOTALS 3,044,116 551,371. 2,089,051 1,508,463 249, )(>b 1 , 7 5 7 ,si’ s |j

(a ) Inrlu.ling $ fur present value of life indemnity claims and $ reserved fur deferred malernilv and oilier similar lionefils

| ,tt|>«lll ii.M
A .I__ _

2 , SI .7

l 4 is

2 ,nj/

u , m

1I 1. 2 U

1 J , i f e
5 11
2lo

JOS

(l.i. I )
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1.4 .sx \ :, 
» \ i

•mi i- 
>1 ; A .'I I IS**, !S\

1_ C¿-~ a:; jstm.i-r.i i. rvicrs .

I l )  D r e C t .........................................................................

Col F-.--n3urir.ci' assumed............

*J ) N e t  e— -t i  a d ju s t m e n t  S e r v ic e s

2 Cor.r.iv :n ari ere'¡cerai;"?:

(a) r-_r?ct.......................

(b i P.:r.sumr.ce insumís!............

lei P.:r.sumr.ce ceded..............

(dl Otattneest— net.................

(e) Percy ar.d membership fees . . . .  

if) N-.t commission and brokerage

3. Allowances to managers and agents . . .

4. Advertis-tg................ -. . . .

5. Eoards, bureaus ar.d associations . . . .

6. Surreys and ur.ierwr.-.ir.g reports . . . .

7. Audit of assureds' records............

S. Salaries ..........................

9. Emp'.oye-e relations aad welfare.........

10. Inruraace..........................

11. Directors' fees.......................

:ne and telegraph, exchange and express . . .

Legai and auditing...................................

Totals i Items 3 to 17).........................

Taxes, licenses ar.d fees:

U» State and loca', insurance taxes...................

(bi Inr.ra.nce department licenses and fees..............

(c) Payroll taxes...................................

( d ?  A ll  I t h e r  • e x c l '- i r .g  fe d e r a l  an c fo re ip n  incorr.« m d  r e a l  esta te^

<i Total taxes, licenses ar.d fees................

P.eal estate expenses.................................

P.eai estate taxes.....................................

Mtsce'daneros (itemise :

(a) In ti rest.................

(b l  s . t r . i i t e  C m .- : : : : ;»  F e e s  and Exp enses 

( c )  ““ ' i p - « ? . :  F e e ;

Totil expenses meurre-d . .

Less ur.pa.f expanses— current year 

Add unpaid expenses— previous year 

Tote. expenses paid . . . .

.53,294

n. : :

; 1 -., u J c

i!

ii

ii

!i U V )  Of,3 it
’ i? -29 ,'i63

li
ii

71,(¡20 jj 71,^20

il
j i (9-3,379) ¡I 

.}
.! 1.9 n 3,5 ' 9, 1

! 86,139 i :| ¿6,139
,i
ii

|i . i -0- 1

i!
II

( 376,7571 'I !;
' 3 ’  6 . 7 5 7 5

:i
if

¡1
11.398

:j
11,898

ii

i!

! 726 ii 726
;i
¡i
■i

27 ,473 !
II

!|
27 ,473 jj

1,101 1 1,101 |i

ii -C- il
ij

29,363 177,323 1,563 ii;I 208,249 jl

1,293 7,808 69 !i 9.170
‘j

27 i 1,894 15 ¡i
ij 1,936 j:

ji

!
1

1,987 12,005
ii

13,992 i
!

2,343
i

14,14 7 124
I *

16, ól~
!

3,102 i
! 18,733 165 ■ •! 22 ,000 i

i
2,571 15,527 136

¡i
!i 18,234 i

!

1,325 8,007 70
l!

9,402
i
!
i

16.162 16.161 V1* 649

5S.173
1
! 312 .803 - ,_ce ii V** i

I|
ii 57,438

il]•

|i
57.435

3,395 jj 3,895 ;
,

!1,536 9,279

Ì 81

10,596

i

1,536 ij 70,612 -, —o

1 30

!

1!

il
||

185 2

¡i
j,
j;
jj 217

:

jj 84,026 84,026

1.10S
!l

!!
6,694 13,123 ¡. 20,925

Ii 620,224 • 320.224
: ¡1 j;
j 174,S6t Ii

II
717 , 787 tl 15

II
j; 90:,325

1 183.772
j!

150,514 | j: 33~,2¿o

! 275,653 1 221 ,4?>0 I -0- \ 497,133

| 7¿c ii 738,753 il 15,3 74 !' 1.071.175



K M I i l ’ l I 1 -  A W I M n O F  A > ^ K T n

I-'i-r Awt. • ~ f

BcrdJ i Schedule D ) ...................................
ciovas iSchedule D l:
2 1 Tr ftrrr-d s lo c k s ...................................
2 ; CcT.mon s l o c k s ..................................

Moreau-.' ¡cans on real estate tScht :ulv H i:
la) Firs: t ie rs ...........................................

lb) Other than tirst lien s........................

Real estate. loss encumornr.crs iBch.slulc A )

Collateral loans (Fchcdule C ) .........

Cash on hand and on deposit:

(a) Cush in company's o ffice . . . .  

ibi Cash on deposit (Schedule N ) . . .

Other invested assets (Schedule BA)

Agents balances or uncollected premiums (net as to 
commissions and dividends)................

9.

10.
11.
12.

.3.
14.

5.
6.

S.
9.

0.
la.
lb.
lc.
ld.
le.
lf.

Funds held by or deposited with ceding reinsurers . 
Bills receivable, taken for premiums............
Reinsurance recoverable on loss pavments (Schedule

F. Fart 1A. Col. 1) . . . . ......................
Du« fren s i r a -  C, Gardner,  A t t o r n e y - I n - F a c t

Interest, dividends ar.d real estate income due and 
accrued .................................

Equipment, furniture and supplies.........
Bills receivable, not taken for premiums . .
Loans on personal security, endorsed or not . 
Due on S ecur it v  T ra n s a c t io n s

Totals

, 5 1 5 , 4 )6

5-5,675 

8).219

100,000

5,184

543,535

172,753

111,059
93,690

2,438

3,173,989

Lll.JJrt

7 ,0 4  7

52,099

77,584

563,692

,4 34,.e»d l!,i

i!!i
6,184 ¡i

465,951

172.753

111,059
93,690

52,059 

X X X 

X X X 
X X X

2,438

2,669,443

EXHIBIT 2 — ANALYSIS OF NON'-ADMITTED ASSETS
EXCLUDING EXCESS OF BOOK OVER MARKET (OR AMORTIZED) VALUES AND ITEM 14, COL. (3). EXHIBIT 1

U) (2) (3;

End o f 
Previous Year

End of 
Current Year

Chance for Year 
Incrm** < — ) or 

Dcvre.i«e < -*-)

23. Company's stock owned..................................

24. Loans on company's stock................................
25 Deposits in suspended depositories, less estimated amount recoverable .

25. Agents' balances or uncollected premiums over three months due

27. Bills receivable, past due, taken for premiums................
2S. Excess of bills receivable, not past due, taken for risks over the 

unearned premiums thereon...........................

29. Equipment, furniture and supplies.........................

30. Bills receivable, not taken for premiums.....................

31. Loans on personal security, endorsed or not..................

32. Other assets not admitted (itemize):
(a) .................................................
( b )  

fc) 
id) 
(e >

(f)
tfP
(h)

Ci)

(j>
Total Change tCol. 3) (Carry to Item 24. Page 4)

59,618 77,584

X X X X X

X X X X X

(17,966)

X X X X X
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Preferred..... | None |
Common .... 1 None ! xxxx xxxx

....... ....
X X X X

8. If company has outstanding bond>. «.« benture-. gunramx «aptt.il ru.tr>, etc.. iurmMi tu*r11i:t-nr mlorm.ition- rnm crnifu; redemption price, interest features
etc. An >w kk . , ** ar? I , conC r l h at i on ccrtuicates rtKiopruDle at face value ¿1,221,006 at various races

Sa. L)ot*> the comp.un have a plan or program for granting to agent*-, brokers, emplovces or others .mv option*', warrants or rights to purchase stock of the 
company or Us parent*-, sub uhane* or aipliates. other than options, warrants or rights issued to all •'toe khonlers on a pro-rata basis."
Ansiur/o - epcions extended by -cstem F.-pire financial, Lnc„ only Co employees ana cireccors of. Actarncy-in-rdcc............
If the answer i*» in the atnrmative, attach a statement pm\nhni; the inlomiation reejuireti by the Instructions lor this Oener.n Imrrrô atory.

9. Dix*s the company own any securities ot a real estate huulim; company or otherwise hold real estate indirectly" AsswtR:.... 'i.°.......
If so. explain........................................
—................................................Name of real estate holding company............................
Number ot parcels m\*olved............................. Total book value $ ..........................

10. If repf'rtin? company is a stock company, ha* tt tiled Schedule SIS with the Insurance Commissioner of its domiciliary state for the year covered hv this
Anneal Statement." A s>\vkr:...A**..... If answer is '‘no.” explain in detail in separate memorandum to the Insurance Commissioner of domiciliary*
state.

10a. Is the company a member of an insurance Holding Company System consisting of two or more affiliated persons, one or more of which is an insurer5 
A n s w e r  .........................................................

10b. If the answer to General Intermcatorv 10a is ye*, did the company register and file with its domiciliary State Insurance Commissioner, Director or Super­
intendent, or with such rcjulatorx* onion) oi the State oi domicile ot the principal insurer in the Holding Company Svstem. a registration statement 
providinc disclosurê  substantially similar to tne standards adopted by the National Association of insurance Commissioners in its .Model Insurance 
Hoidtntr Company System Regulatory Act and model regulations pertainim; thereto, or is the company subject to standards and disclosure requirements 
substantially similar to thos* r<'nu«»*ed by s**rn Act and recuiationsr ^n<w l r :.No howevec re^iscracign, and..filing, racie by. Vesterr. .¿-pire.financial 

lnc, in..\ts beaa 1 f  ̂in bena i.f.. of. Cctr.?any.! s Attorney* ir.-tact .......State regulating.. ....................... ............ ......
11. Total amount loaned during the year to directors or other orheers, $... b’one.... ...; to stockholders not omcers, S...-*one..... ...............

Total amount ot loans outstanding at end of year to directors or other officers. ........................... ; to stockholders not officers,
$......Ncr.e...............

12. Did any person while an ohicer. director or trustee of the company receive directly or indirectly, during the period covered by this statement, any com­
mission on tne business transactions of the company? A n s w e r:. Aes,.*..C.op-pi.ssions receivcci qn 2 re”iur.s w-rCrwea .by e^ployed__represencaCiyes 

V - . S . . f . p d / p r  .¿¿vectors or Acterr.ev-in-Fact
Did ar.v person while an officer, director, trustee or employee receive directly or indirectly, during the period rox*ered by this statement, any compensa­
tion m addition to his regular compensation on account of the reinsurance transactions of the company 1 A ns w e r:___

12b.  H a s  the co m.panx*  a n  e s t a b l i s h e d  p r o c e d u r e  f o r  d i s c l o s u r e  to  i t s  b o a r d  o f  d i r e c t o r s  o r  t r u s t e e s  o f  a n y  m a t e r i a l  i n t e r e s t  o r  a f f i l i a t io n  on  t he  p a r t  o f  a n y  o f  i t s  
o ff icers ,  d i r e c t o r s ,  t r u s t e e s ,  o r  r e s p o n s i b l e  e m p l o y e e s  w h ic h  i s  in o r  i s l ik e l y  t o  c o n f l i c t  w i t h  t h e  otr ic ia l  d u t i e s  o f  s u c h  p e r s o n ?  A n s w e r l . .......... X * . s .......................

12c. Except for retirement plans generally applicable to its staff employees and agents and contracts with its agents for the payment of commissions, has the 
company ar.x* agreement with nnv person wherebv it agrees that for anv service rendered or to be rendered he shall receive, ¿irectlx* or indirectly, anv

* ‘ * . * r , . . . , , i* r .  r . l  ____ ..oMidi), vum^ciiMiiun I

13. W h a t  a m o u n t  o f  i n s t a l m e n t  n o t e s  i s  o w n e d  a n d  n o w  h e ld  b y  t h e  c o m p a n y ?  A n s w e r :.....-*.p n e ....................................................................................
14. Have any ot these notes been hypothecated, sold or used in any manner as security for money loaned within the past vear?..No. If so. what amount?

15. Larges: net aggregate amount insured in anv one risk ̂ excluding workmen’s compensation ). A nsw er:....$2.5,000........................... ...
16. What provision has this company made to.protect itself from an excessive loss in the event of a catastrophe under a workmen’s compensation contract

issued without limit of loss? A ns w e r:. «oricr.en s Compensation not yntten....................................................
17. Has this company guaranteed any hnanced premium accounts? A nsw er:... ......  If so, give full information....................... .......

I S .  H a s  thi s  c o m p a n y  re i n s u r e d  a n y  r i sk  w i t h  a n v  o t h e r  c o m p a n y  a n d  a g r e e d  t o  re l e a se  s u c h  c o m p a n y  f r o m  ’l i a b i l i ty ,  in w h ol e  o r  in p a r t ,  f r o m  a n y  los s  t h a t
m a y  o c c u r  or.  t h e  r i sk ,  o r  p o r t i o n  t h e r e o f ,  re in s u r e d . "  A n s w e r : ......*.’ 0 ....................................................... .......................................................................................................................................................
If  so .  g i v e  f u l l  i n f o r m a t i o n . . ................................................................................................... ...............................................................................................................................................................................................................

19. I f  the  c o m p a n y  h a s  a s s u m e d  r i s k s  f r o m  a n o t h e r  c o m p a n y ,  t h e r e  sh o u l d  b e  c h a r g e d  o n  a c c o u n t  o f  s u c h  r e i n s u r a n c e s  a  r e s e r v e  e q u a l  t o  t h a t  w h ic h  t he
o r ig in a l  c o m p a n y  w o u l d  h a v e  b e e n  r e q u i r e d  to  c h a r g e  h a d  i t r e t a i n e d  t h e  r i s k s .  H a s  t h i s  b e en  d o n e . 5 A n s w e r : .........................................................................................................

20 . H a s  thi s c o m p a n y  g u a r a n t e e d  p o l i c i e s  i s s u e d  b y  a n y  o t h e r  c o m p a n y  a n d  n o w  in f o r c e ?  A n s w e r : —  ...............................................................................................................................
If so,  g i v e  fu l l  i n f o r m a t i o n ......................................................................................................................................................................................................................................................................................................................

21 . W e r e  a l l  t h e  s t o c k s ,  b o n d s  a n d  o t h e r  s e c u r i t i e s  o w n e d  D e c e m b e r  31 o f  c u r r e n t  y e a r ,  in t he  a c t u a l  p o s s e s s i o n  of  the  c o m p a n y  o n  sa i d  d a t e ,  e x c e p t  a s  sh o w n
b y  the  sch edule?»  o f  s p e c i a l  a n d  o t h e r  d e p o s i t s '  A n s w e r : . . ‘\ 9 . . . . ................................. - ...................................................................................................*. .............................................................................
If  not.  g i v e  fu l l  a n d  c o m p l e t e  i n f o r m a t i o n  r e l a t i n g  t h e r e t o :  .. I n ,  c u s t o d y . ,  o f . . F i r s t . . N a t i o n a l  B a n k  o j L P e a v . e t .  u n d e r  . c u s t o d i a l  . . a g r e e m e n t ,  d a t e d . . 1 0 / 1 / 7 3

21a .  D o e s  t he  c o m p a n y  o w n  a n y  i n v e s t m e n t s  in l e t t e r  s t o c k  o r  o t h e r  r e s t r i c t e d  se cu r i t ie s . "  A n s WF.R:......... V * * ..............................................................................................................................
If ye s .  a r e  t h e y  i d e n t i f i e d  b y  a p p r o p r i a t e  s y m b o l  o r  o t h e r w i s e  in S c h e d u l e  D ?  A n s w e r : .......Xes.............................................................................................................................................

21b .  H a v e  al l p r i v a t e  p l a c e m e n t  i n v e s t m e n t s  w h ic h  w e re  t h e  s u b j e c t  o f  re n e g o t i a t i o n  o r  m o d i f i c a t io n  of  th e i r  t e r m s  d u r i n g  t h e  y e a r  b e en  d i s c lo s e d  to  t he  V a l u a ­
t ion o f  S e c u r i t i e s  o t i i cc  o f  t h e  N A I C ,  w i t h  fu ll  d e t a i l s  a s  to  t h e  p r o v i s i o n s  r e n e g o t i a t e d  o r  m o d i f i e d ?  A n s w e r : . ..S. ? c ^.R?.l i -C J b l e ...........................................................

H a v e  f i l i ngs  b e e n  m a d e  w i t h  t h e  V a l u a t i o n  o f  S e c u r i t i e s  o f f ice  o f  the  N A I C  in c o n n e c t io n ,  with a c q u i s i t i o n  a n d  d i s p o s i t i o n  oi  se c u r i t i e s  a s  re q u ir ed  b y  S e c ­
t ion  a of  t he  V a l u a t i o n  P r o c e d u r e s  a n d  I n s t r u c t i o n s  f or  B o n d s  a n d  S t o c k s ?  A n s w e r : .........X.?.*......................................................................................................................................................
W e r e  a n y  o f  t h e  s t o c k s ,  b o n d s  o r  o t h e r  a s s e t s  o f  t h e  c o m p a n y  l o a n e d ,  p l a c e d  u n d e r  o p t i o n  a g r e e m e n t ,  o r  o t h e r w i s e  m a d e  a v a i l a b l e  for  use  b y  a n o t h e r  p e r s o n

d u r in g  t h e  y e a r  c o v e r e d  bx* t h i s  s t a t e m e n t ?  A n s w e r : ............ : !P .........................................................................................................................................................................................................................
I f  yes ,  g i x e  ful l  a n d  c o m p l e t e  i n f o r m a t i o n  re l a t i n g  t h e r e t o . ....................................... .................................................................................................................................................................... ^....................

S t a t e r » '  o f  w h a t  d . r e  t h e  l a te n t  e x a m i n a t i o n  m  t h e  c o m r v m v  w a s  m a d e  nr  i s b e in g  m a d e ,  a n d  by  w h a t  d e p a r t m e n t  o r  d e p a r t m e n t s .  A n * wt.k : . . dun e  30.,. 1 9 7 i  
C o l o r a d o ,  rwsp .sas a n d  O r e g o n  i n s u r a n c e  D o p a r c T .e r .c s  p r e s e n t l y  in  p r o c e s s

H a s  a n v  c h a n g e  b e e n  m a d e  d u r i n g  t h e  v c a r  o f  t h i s  s t a t e m e n t  in the  c h a r t e r ,  b v - l a w s ,  a r t i c l e s  ot  i n c o r p o r a t i o n ,  o r  d ee d  o f  se t t l e m e n t  of  the  c o m p . m v ?
A n s w e r : ‘' * °  ............  I f  so .  w h e n ?  .!............................................................ I f  not  p r e v i o u s l y  f i led ,  fur nis h  h e re w it h  a  cer t i f ied  c o p y  of  the  in>truim-nt  a s  a m e n d e d .

25 a .  In  wh ar  s t a t e s ,  t e r r i t o r i e s  o r  f o r e i g n  c o u n t r i e s  is t h e  c o m p a n y  t o r  U n it e d  S t a t e s  b r a n c h )  a u t h o r i z e d  to  t r a n s a c t  b u s i n e s s ?  A n s w e r : . A l a s k a  . . . A r i z o n a , , ..
C o i c r a d o , H a v a i . i  , . . K a n s a s  » . . M i s s o u r i  . . . M o n t a n a ' » e v . M e x i c o , . . N o r t h  D a k o t a v . .Q k l a h c r u . » . . O r e g o n , . . S o u t h . . D a k o t a , . 1  exa_s .^. U t a h ,  Viasr.lp. c c o-t --

No. I f  a n s w e r  is25b. Ha* anv direct new business been solicited or written in any state where the company was not licensed5 A nswer: Yes...
*‘yes.” explain ...SurpLus lines written, ia states, va&rc authorized to do© ......... ............ ................ — ..........

26. Is the purchase or sale of all investments of the company passed upon either by the board of directors or a sul>ordinatc committee thereof? A nnwep.;
...Yes.................................................................................................. ...........

27. Doe? the company keep a complete permanent record of the procceviings of its board of directors and all subordinate committees thereof? A nsw er:
Yes ‘ ......................................... .........................................

28. Have the instructions accompanx-mg the blank iurmshed by this Department been followed in every detail? A nsw er:.. Xes....................

fOnly L’mted States branches of foreign companies need answer interrogatories 29 and 30):
29. What changes have been made during the vear m the United Stales manager or the United State> trustees of the company? A nswer:

30. Docs this statement contain all business transacted for the company through its L nued States branch, on risks wherever located? A nsw er :
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p r e \ i t v j - . v  p a i d  a m l  n r i - e n l i x  •u au - . - ' i  in< b i d i n g  .is . i t^ ru-  d  the  . m u u m i  - h m o i  m  r r - p u n - e  t o  » J u e - n o n  J i  o n  r c r r o - | *  i t i v e  a d j u - t  nn-nt [*i 
c o x e n r g  t h e  m o - t  re ce n t  t n r » e  \ e a r - , '  A x - \ \ l r : 2 i l , n l b  r e t - r i u o i e  t o  t x e n a n g e

S. W  nt *r,u!d lie tlu- percentage reduction in -urplu- a- of the end of the period i mercb bv thi-, Annual Statement Irorn the i ornLiriwI i-nec t-, > ;hc
amount? de.-enbed m Quolions 0 and 7'Ans\w .k Net unearned report basis - 37*5 increase^ Cross unearned reporting basis -

n u- ... , . . 22.3 increase
V. \ \  r.at u . ' u i u  (M* t h e  p e r c e n t a g e  r e d u c t i o n  in s u r p l u s  a-, o i  t h e  eiut  * : t h e  p e r i o d  c o v e r e d  b y  ihir» A n n u a !  S t a t e m e n t  f r o m  the  corn bin* d  • t,[ tn«*

a m o u r . : ?  d e s c r i b e d  in Q u e s t i o n s  2. 4. b a n d  7 '  A n - w i . k : . e e  t . u n e a r n e d  r e p o r t i n g  b a s i s  - 23 b .  L ; C r o s s  u n e a r n e d  r e p o r t i n g  b a s L S  - U >7.8

SiJTtos 2. Supplementary Report of Rein-urance Transactions
\\ htrnt-x cr , .e companx1 enter- into a new rcin-uranre coni ract or alters the term- of any existing ceded reinsurance com r.u t. during the vear following 
the *:atc o: l-is Annual Statement, it shall .iiimut the cuc-tion* set torth in Section t as of the date oi -m.h new or altered contracts. If the answer to 
Que-sttun a ?hnw s a reduction m the then current surplus of 30' [ or more, it shall report such fact within 15 days after the date of such new corn rat t or 
alteration tc each Regulatory Authority with whnh this Annual Statement was tiled.

Section 3. Requirements for Reinsurance Credit
W her.Tver :.~.c answer to Question a show* a reduction in surplus of 30r< or more, or whenever the answer to Que-tion 8 shows a reduction m -urp!u- 
ot cO or “.ore. or whenever the answer to Question ') shows a reduction in surplus ot 60'T or more the company shall not take credit for its ctded 
reinsurance uniess:

•A- The companx «hall file in respect ot each reinsurer separately ns of the end of each calendar quarter, a statement of balances which shall include 
ca?r. -balance-?. unearned premium reserves, loss reserves and accruals for retrospective adjustments. Such statement shall lie certified hv the 
reinsurer and hied by the comuany within 45 days after the end of each calendar quarter with each Regulatory Authority with wniin the 
Annual Statement is hied: and.

B. Its reinsurance contract provides that in the event ot termination the reinsurer shall continue to be obligated. with respect to business in force, 
for yj days or until the earliest date thereafter as of which such original business may be terminated, but in no event more than 12 months; and,

C. in tr.t event cf insolvency of the company, the reinsurer shall be entitled to recoup unearned ceding commission only to the extent that original 
commissions and taxes are recouped by the company; and.

D. The company submits all reinsurance contracts in force and thereafter negotiated to each Regulatory Authority w ith which the Annual State­
ment ;s hied; and,

E. The reinsurance agreements for which credit is claimed by the company contain provisions protecting the company from an element oi risk 
iron*, ultimate underwriting loss.

I

*
\

Consistent with the purpose of this report, the Regulatory Authority (ies) in appropriate cases may waive one or more of these instructions.

Instructions for Completing Ceded Reinsurance Report

1. This amount should be computed bv applying the hxed or provisional commission rates tor each treatv to the unearned premium 
reserve for each such treatv. For this calculation, it shall be assumed that all reinsurance is entirely cancelled, with return ol 
unearned premium and commission.

2. The amount determined in response to Question 1 should be reduced to reflect applicable income taxes and unearned premium 
reserves ceded to unauthorized companies, if any.

3. The amount determined in response to this question should be based on loss experience to date reflecting amounts claimed as 
reinsurance* recoverable on paid and unpaid losses as set forth in Schedule F, Part IA, Section I.

4. The amount determined in response to Question 5 should be adjusted to reflect applicable income* taxes.
5. Dixide the sum of the answers to Questions 2 and 4 by Surplus As Regards Policyholders ns shown on Page 3, Line 2* of thi- 

Annual Statement.
7. These instructions apply to retrospective rated contracts and sliding scale commission contracts.

The amounts Inflow- should be computed separated) for each rctro?pccti\e adjustment period which is currently in force or w hich was in lorcc during
the most recent three years:
(a- In regard to rctrospectix'e adiu>tment periods which commenced within the mn>t recent three year- and ended during this period, the amount 

shoe! : be computed at the maximum !ox*i.fl proxided by the reinsurance contracts less amounts prvx-iousiy paid to reinsurers and le-s amount- 
pre?cr.:!y accrued încluding as accrued the amount shown in response to Question 3).

gt>. In rrgird to retrospective adjustment period- winch commenced prior to the mo-t recent three years and which ended curing the- period, t::r 
amour.* should be rivteniiin. d as in >.a! above. but should be pro rata reduced for the period oi time ol the retrospective adjustment period 
w hich is prior to the most recent three-year period.

(c) In regard to retrospective adjustment periods which commenced within the mo«t recent three war* but will end after inis f»onod. the amount 
shou.i b** computed .it the maximum lex-el provided bx- the rem-urance contracts on the 1>ams of inception to statement date premium data. 
Otherwise, with this exception the instruction- in ia> al>o\e dunild lie tollowcd.

«'d In regird to retroi-pertivc adjustment period- which commenced prior to the most recent three vears and which will end alter this period, the 
amour.: -hould be d e t e r m i n e d  a t  the maximum ievci provided b v  the rein-urance contracts on tin* tusi- of inception to statement date premium 
data. This amount should be pro rata reduced lor the period ot time of the retro-pectixv adjustment period which i.- prior to the most retent 
three-**\ir period. Otherwi-e. with theso exceptions the instructions in in) nboxe should be followed.

8. Divide the -um of the amounts determined as answers to Questions 0 and 7, less applicable income taxes by Surplus As Regard- 
I’olicx hoiders as shown on Rage 3. Line 27 ol this Annual Statement.

9. Divide the sum of the answers to Que-tion» 2. 4. b and 7 (adjusted by applicable income taxes) by Surplus As Regards I'oiicx- 
holders shown on Page 3. Line 27 of this Annual Statement.

Qgçstior. 

Qg entier.

QMestior.

Question

Question

C"-«s i:o7i 
Qgestic n

s<!'ji ; 
'>'Ue‘
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Has the company -cmmittcd any surplus funds to reserves for contingent liabilities or arrangements mentioned above? A n s w e r: 
reserve been reported ¿s a special surt'.js funds rcvmve on page three of the annual statement? A n s w e r:.. .•‘./a..........

If so. has the

Has the company :;:!owcd instructions for reporting any unreimbursed expenditures on behalf of the company by its parent, its affiliates or subsidiaries? 
A n s w e r:...*.«.*... .... ...........



HI SIN ESS IN T iM “ :

l-Auuui t!r ra:.Mii ms wu 1 j)>̂ \.s
i  - yati. or d i k i n g  m l  ":ak

Ll>F. OF U( iiM.’xS

r..„
D.-<Vr>t. 1 ̂  |

D.ru l 1 '»Til JfTX* '
. . . r

L INr».......................
i

! i

3 A3:t-d lines.............. i 1 !

3. Fartne»T.ers rr.uit.r.o reel . i ! ! ’

{ rrrdlP.ric p»'ril . J  _i _ . 1 ____
5 Com.nerciii muitir’.e peril . . . i i

3 O.-t-ar. r.inr.c.............. i 1

9. Inland r.arane.............. i 1

i n 1

„ I

13 Earths'like................ 1

14. Crouo accident and health . . .
1------------------

13.1 Cr"d:-. A a- H (Group and
Individual 1 * ................ 1

15 3 Co’.iectr.elv renewable A i- H  . . !

13 3 Non-cmceUabie A i H  . . . . i 1

15 4 Guaranteed renewable A A H  . .* I
15.5 Non-rer.twable lor stated

reasons or.lv................ |

15 5 Other accident o n l v ......... i

15.T All other A  £  H ............ i

16. Workmen's compensation . ■. . 

IT .  Liabiiitv other than auto . . .

|

1
19.1 Private passenger auto

liabiiitv..................... !

19.2 Commercial auto liabiiitv . . . I

21.1 Private passenger auto physical 
damaje..............” . . . j

212 Commercial auto physical
d-mace..................... 1

22. Aircraft (all penis''......... !

23. Ficelitv . . *................
i
|

24. Surety..................... !

25. G l a s s .....................

25. Burglary and theft.........

27. Boilrr a r - i  m?.rHr*rv . !

2S. Credit..................... 1

29.....

30........ .....................

31. T O T A L S ? ............

Finance and service charges not included in Lines 1 to 31: S.....
earned rc jy  be esoam led by formula on the basis of ratios for the respective lines of fc^iaineas •

|To  a^ree »r,h  Schedule T.

CREDIT ACCIDENT AND HEALTH INSURANCE 
(Included in the Above Exhibit)

32s. Group A i H  Policies —  Loans 
of 60 or LESS months' duration .

32b. Groun A i H  Policies —  Loans 
of G E E  ATE?. T H A N  60 MONTHS' 
DL’F-ATTON EL T NOT GP.EATEP. 
T'n'ix" i xjnvppc

(1/
D irect Premium«

(E xciudin* R eirw jr^roe
Accepted «r.d

D eduction ci

(2)
Direct Premium« Earned*» 

(prior tn d n id erd s  and 
RelroMM-rtive Rn'-e 

C rtd .is Paid or 
Credited)

(3)

Dividend« T«id or 
Credited *»n Direct

<4)

Direct Lo-^e« 
Paid

ii.

Diront l»»-««*« 
Incurred**

0 0 BE
33. Other A i H  Policies.........

34. Totals (Lines 32 j- 33) . . . .

i
1 i
: i

" T : .  »bo -r: in th— ■ columns should b « consistent with the corrwpondim? figures in th« Credit Lu'« and

To be submitted not later than April 1.
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SCHEDULE OF A L L  OTHER DEPOSITS
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......... r _ . . ............... . i . . . .J,WU 1 3, uuu ;j J , / 3U
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Colorado Insurance Division t. v. s. : reasurv Sor.cs, 3.2507. 6/15/S3-78 50,000 | 42,212 !| 37,500
¡Coiorsdo Insurance Division 5 u .s . : raasurv 3or.es, 6.375% 5/15/84 80,000 79,594 ¡1 76,000
Colorado Insurance Division !• u. s . : reasurv 3or.es, 8.00% 9/13/93 — SS 200,000 j 190,404 ■! 194,000
Coloraco Insurance Division 1 'u s . : reasurv Bcr.cs, 6.375% 8/15/54 10,000 9,949 '1 9,500
Colorado Insurance Division I Ive Iva 

• Statu
Federal Land £3nks 4. 125% 2/20/78 

tcry Deposit
150,000 143,551

j

135,000

T o ta ls  f 565,000 540,475 5 OS ,253



S h o w i n g  t h e  t o t a l  a m o u n t  o j  I l e a l  l i ' t a t e  o w n e d  i n  e a c h  S t a t e  a n d  f  o r e i g n  C o u n t r y

MhUftU VMUt ^ s u i t WMtKl 1 VMDl ^ StA.lt M*RK( 1 VAI Ut !

n  1 0 m

fiemnwrqr •rrr*n r •T'tT r»fT



Form ?!l IL STMfilKM FOR THE HERR 1974 Of HIE
. S C I I  K I M  I I .

S l - o u l ' n ;  A l l  I h . , I  IU l . i l ,■  . I f  n i n n i  n  D „ i i „ K I h r  V r . i r  . „ „ I  M u . u i . n ;  . , l , „  . I m o t i  n i  » l y / „  „ . I n i  / " ’ . w w « .

n\mrrAcnmi:k5i Ami uuoirr.Airus im>r.nNiTY nxcuAsr.F.
U tue ut M A  ,»•./

S(:Mi;i)Ui,r; A — Puri 2
/ \ y*i m t ,  t t  j . t ,  A . U i l i n m  . n , . }  V a  m a m  u t  / //// - fz -n  n, ,  u t  » *■"./ V « . i r  /.

ff.'i fwo HAWUI MAH AKJHIHIO

3 0

yv./j/i

sc’m:mi].K a —Pari :*

. i/ /

I;
!

«

«

¡1

I

iiii



f ì f i i i u f i L  s i f i i c m E f ì T  f O R  t u e  y e n R  1974 o f  t u e MAN Ul'A CTUR F R S  AND UHO I£*>A IX R S  1 N DI*.} IN I T V t-XCUANÌ.L

scinimiU': n
S f u m i n e  tifi M O U T C A C i ì i S  O ì Y ' N l i ! )  P n n t t h c r  1! of  C u r r i u t  Y e a r ,  a m i  oli ì.natn A U u I e .  l u c n u m l ,  J)ì$»/w r^v/, H a l u r t é l  <** I h i ^ n n - J  />//»/»/»; //-« Y m r

] riti 14. afe l>y symDoh MIA and VA li lo.mj jrc no instimi. All s;kIi MIA yn.l V\ insuffli loans imi in [imi m of iwmlosute m.iy l-f sumuuriml hy ycar ¿mi sute of muc ¿n I t « >rr< I-Mie I «.iK.es n.iy l r s'.i-»n f-r Ln I in I Kutl Knv,s

ri coho or mohicacc

ilo.

2o 1 o.

....

'Iti Itili

100,0(10

Ad.......... » full

100,000

ìoo.ouo

200.000

loo.ooo

100,000

( 1 )

(D I (MI

I* r 1 ni« -0-
11. /.

(?) 97. -0-

(3) 97. -0-

O) Due H. itlily on C
(2) Orni Q, irterly onvi uno, »cpCeiuber l
(3) Due Si nL-Aunu.il 1/ and July

1

-0-

I h .  I V I

7,091

4,90?

tlic 1 st o 
I Oeceml,

-0-

1*>),5H6

416,91,2

28,748 |

.r.-.-.r..:

0-
il
Il '1 .( 11, 1 1 1 1 !■ 1 M( , ( \ |

0* ;o 111 li i|- ' 1 1 ..... O i 1 „ i» r w 1 l i
i 1 tic !',
!' lami.. ... 1 "’1 11 ,. 11 ,,( .11 1 lì.l• > (All

0- 111 ,.11.1 ..( 1 H ,1 1 K.|r wlli
> i ir 1,. ,1 *,.et ( ,., -> (M»11 e 9. ■ l,.l MrllrlJ

-0- | 703,943 i: '

T o n i l i

CLASSI CICATION
S i m u l i t i  i hc 'Volili A  mollili o j  Morlg,it;e V o a i n  o h  Ile,il Vitale in V a  eh  Siale a m i  V o r e i ^ n  C o i m i r )

SUN



F o r m  2 L STÌÌTCÌIICÌU FOR THE 'JtflR 197'! Of THE...........  M M iiH A cr u n K K S A im  v / n o i j ; r ; A m i s  1 r in rrc j i  i y r .xatArn:r .

SriIKOm.K lì A — Part 1
S h o w i n g  O t h e r  f n i e U e d  A u e t s  O u n e d  D e c e m b e r  31,  C u r r e n t  Y e a r

J All 1l«l- ôll jl'bo I 
J 1 . Dul l
4 H.(M| «1 «ilm.lUJ emit
5 Mo'uf V«h.|i» 1<utl CriMx i'*\
6 Aftf ui*iei Um  ul »dm.iMiJ uaevlmenl nel c 1*4« 1̂ mtMetile in ethei tliltmenl ithedulet 

(Include •d<M>on«l iA«eUn<enll nude. cl poilan el »nvetlnunl <ryod.
tlncliide •1«v<#<.>*t-on on »»»I eslile end lieMipcilil.o« «•iuip>»«i.(. Me . ameilu«i<en of pum.wm end itcigil el d>uounl if epplicibte. 
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1. l lnok va lue  o f  o i l i er  mvost»  cl aa v t . i  Kxlubi l  1 A n al y s i s  o f  A i m Ii  lain* 7, j i<\l"i ,-» 3. . .  1
2. C o st  o f  utijuiMihon.s d ur i ng  y ea r ;

( a )  C o lu mn  l5 ) ,  P a i l  2 ..................................... . ..
( b )  C o lu mn  10>. ¡ ' ar t  1 .....................................
f c )  C o l u m n  ( 7 ) ,  P a i l  3 .............

3. I m r e a s e  by ad ju st m en t  du r i ng  ye ar ;
( a )  C o lu mn  t l o p  Part  l. ........................
( !jI C o l u m n  ( 8 ) ,  Part  3 . . . . .  .

I. Pro f i t  on  ill>|>n.Hition, Co lnmi i  (01, Part  3 
.V To l a !  . .
6 la -duet  cons id era t io n  for  uIImt  inveM od  l i j u e l i  «1 Im «•«I o f.  C o lu m n  ( *» .  p .»r l 3 
7. I lednoturns in Investment  ( lu i in (; j i a r  *

( a I l '«•luinit « 0 >. P a i l  1
1 h) C o lu mn  1 7 1. I ’m l 3 

8 l )(*» 1 i-n a* l \ ad j us tm en t  « lining  j e n r .

( a )  C o lu mn  ( l o p  Part  1 ............................................
|bl C o lu mn  18), P a i l  J ..................
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lb»
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IUAN m m irs r COltAHRAL SUDSUIUUO C o , . . : . . . ,  » l , , . v . o
VALUE IOAN Oiitnpliun Oil* P.r Vilu* V.'». .  ,! i;  . . . . . * i ................. -ii i! ii ii ii ji ! u |

G10EIE

ii ! 1
i1

| ;
f  i 
1

’

T o u h * 3  ;! <

SCIIKDUI.K C —  V nr i  [\
S h o t e i u g  A l l  C o l l a t e r a l  L o a n s  D I S C I !  A R C i l i D  i n  W h o l e  or i n  /’art l a m i n g  t h e  Y e a r ,  a n d  a l l  S u b s t i t u t i o n s  o f  C o l l a t e r a l  I h e r e i n  D u r i n g  S a i d  )  t a r
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l STOTEfntni fOR THE Ml! 197-1 Of THE HMNJKACTIJI'.bkS AND W IIO IK !.AM .K f; T l in r i iN n y  M C liA N r .r

St>ow • for f j th  jiHui/i.

S(!IIKItUM': !)—  Part 1
S h if t in g  till J i O N I i S  ( )it r /til D icc tn ln r  j /  n j ( n r r tn f  5 i-ijr

1*1 rt imenl

9 l 2 r t t O b K 4 0. s. T r e a s u r y H o m l s

9 11‘ H IOMK4 U. s. T r e a s u r y b o n d s

9 128 IOAY4 u. s. T i e a s u r y Hoiuls
u. s. T r e a  sti ry b o n d s

9 I2 0I O KM 9 u. s . T r e a s u r y b o n d s
9 1201 0b.*l9 u. s. T r e a s u r y b o n d s
9 1 2 8 lObMN u. s. T r e a s u r y bo nd  s

9 1 2  01 0 0 0 0 u. s. T r e a s u r y b o n d s
9 12HlOhMN II. S . T r e a s u r y b u n d s
9 I 2 H 2 7 C L 0 u. s. T r e a s u r y N o t e s

165009 M11  
J7 l O A b A S ?  
7O04*»4A Y5 
6 9 0 4 6 5AQ4

0 6 4  70 7 104
0 46 70 7 104

14 04 A 7 AA l
1 9 4 5  jMAAO
2 I ‘M12 IAAO 
7 m ; * / A B 5  
36IO20AA1 
16I07M4AI 
398 704AH4 
4  5 74 7 NAG 7 
6 144 7 3AA3 
0 14084AA8

T o t a l  G o v e r n m e n t

S p e c 1 a 1 Ho v en t  te .1 mJ A s  s  c s  r.incn t

. F e d e r a l  L a n d  b a n k

T o t a l  S p e c i a l  R e v e n u e  a n d  
A.s be s ship n t  s

Pub l i e  U t i l i t i e s

C i t e s . i p e a k  A P o t o m a c  T e l e p h o n e  
G e n e r a l  T e l e p h o n e  Co, o f  C a l i f .  
P e n n s y l v a n i a  K l e c t r i c  Co,.  
P a n h a n d l e  K a s t o m  P i p e l i n e

T o t a l  P u b l i c  U t i l i t i e s

I n d u s t r i a l a n d  Mi s e e  1 1 a n e m ia

b a n k  S o c u r i  t i e s ,  1 n c .  
b a n k  S e c u r i t i e s ,  I n c .
C a l i f o r n i a  C o m p u t e r  P r o d u c t s ,  l i  
C a p i t a l  R e s e r v e  C o r p o r a t i o n  
C o l o r a d o  N a t i o n a l  b a n k  S h a r e s  
C o r n  P r o d u c t s  Co mpany 
D l y c o  C o r p o r a  t i on 
Fup.ua I n d u s t r i e s ,  i n c .
I up,ua 1 n d u s  t r l e s ,  I n c .
G1 •»1 Ie r, Inc.
I n l a n d  S t e e l
N a t i o n a l  L e a d
S o l a  b a s i i :  I m i s .  I n c .

l o t a  1 1 m l u s t  1 i a  l a m i  
Mi s e e  1 l a n e n u s

t o t a l  b o n d :;

F o o t n o t e  t u  C o lu m n  17 G IM:

- - -
«41 ”  .s. .1,1 til r ; : ~ . v ;  ■ “ ■ =

1 a IW« I,..,,,., t,
__ ___ — CM 11 * l.- •

Vllut (•»1 VUii* Ill Ml. 1 1 * 1
htu Ml..« < Mini H.lMlUl ! 1̂ - 11 u i„ . , , , j
«t I’i.il till Vrliif cm 1.... . 1 ir*<
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3 . 0 0 K-A 199 5 Kel> 6 9 , 7 3 5 7 0 , 0 0 0 75 5 2 , 5 0 0 6 9 , 5 9 6 788 1 , 0 1 0 9

3 . 0 0 r- A 199 5 IV h 5 , 0 0 0 5 , o o n 75 3 , 7  50 5 , 0 0 0 1 56 1 50

3 . ?  5 J - 0 198  3 J  mi 19 78 6 2 , 2 1 2 3 0 , 0 0 0 75 3 7 , 5 0 0 3 9 , 7 5 3 1 , 6 2  5 70 9

0 . 3 7 3 K-A 1904 A up, 7 9 , 5 9 6 0 0 , 0 0 0 95 7 6 , 0 0 0 7 9 , 5 2 5 1 . 6H 7 5 , 1 0 0 10

0 . 3 7 5 K-A 1986 A ug 1 9 , 8 9 7 2 0 , 0 0 0 95 1 9 , 0 0 0 1 9 , 8 8 0 6 78 1 , 2 7 5 8

6 . 3 7 5 r- A 198 6 A up. 36 , 8 2 0 3 5 , 0 0 0 95 3 3 , 2 5 0 3 6 , 7 9 0 8 37 2 , 2  31 11
6 . 3 7 5 K-A 1986 A iij* 9 , 9 6 9 1 0 , 0 0 0 95 9 , 5 0 0 9 , 9 , 0 2 39 6 38

4
7 . 5 0 A - F 1093 Kelt 1988 1 9 0 , 6 0 6 2 0 0 , 0 o ( j 97 1 9 4 , 0 0 0 1 9 0 , 1 0 0 5 , 6 2 5 1 5 , 0 o 0 2 2 3

0 . 3 7  5 I'-A 19116 Aup, 2 6 , 3 7 ) 2 3 , 0 0 0 95 2 3 , 7 5 0 2 6 , 3  16 598 1 . 506 J8

6 . 2 5 A -F 19 78 F eb ______6 9  . 9 8 1 ______ ?>0.no( ) __ 97___ ___ .AH J ) 0 0 ___ ____ 4 9 , 9 4 ] ____ J . , j 7 2 . ___ 1 1 . 1 3 5 !l h

5 2 5 . 9 6 5 56 5 . 0 0 0 1 6 9 7 . 7 5 0 5 2 ?  .1179 1 1 . 6 8 0 32 . 756 j  1 , 0 5 0

6 . 1 2 5 K-A 19 78 Fe b 19 73 16 3 . 5 8  1 1 3 0 . 0 0 0 90 1 3 5 . 0 0 0 1 1 7 . 2 5 0 2 . 3 2 0 6 .  I H 7

1!

' 1 . 6 2 6

1 6 3 . 5 8 1 1 5 0 . 0 0 0 1 3 5 . 0 0 0 1 3 7 . 2 5 0 2 . 3 2  0 6 . 1 8 7
|l

1 , 8 2  4

0 . 3 7 5 j - j 2 0 0 2 l.-i n 3 3 , 9 5 8 5 0 , 0 0 0 51 2 6 , 5 0 0 33 , 6 8 0 1 . 0 9 6 2 , 1 8 b 199
6 . 7 5 .1-1» 199 7 Dec 6 6 , 3 0 1 5 0 , o o o 71 3 5 , 5 0 0 6 6 , 1 5 5 261 3 , 3 7 5

! u l
8 .  125 d -d 1996 J a n 6 9 , 9 3 3 4 'J , o o o 72 3 5 , 3 8 0 6 9 , 9 5 1 1 , 9 9 1 3 , 9 8  1
8 . 6 2  5 M-N 1 9 9 0 Nov 6 9 . 6 5 6 6 7 . 0 0 0 88 6 1 . 3 6 0 6 9 . 6 7 7 (1 76 4 . 0  44

1 7 9 . 8 6 6 1 9 6 . 0 0 0 1 30  . 4 4  0 1 7 9 . 2 4 3  1
II

A .  04 2 | 1 3 . 5 9 8
i

7 .  50 K-A 198 5 Am* 2 0 0 , 0 0 0 2 0 0 , 0 0 0 NV 2 0 0 , 0 0 0 2 0 0 , 0 0 0 6 , 2  50 1 5 , 0 0 0
7 . 3 0 M-S ! 9 fill M.ir 5 0 , 0 0 0 5 0 , 0 0 0 MV 5 0 , OoO 5 0 , 0 0 0 1, 006 3 ,  7 40
7 . 0 0 J - J 1962 Ian 6 0 , 0 0 0 6 0 , 0 0 0 NV 4 0 , 0 0 0 4 0 , 0 0 0 1 , 2 8  1 2 , 0 0 0
9 . 0 0 J - J 1992 Ian 6 0 , 0 0 0 4 0 , 0 0 0 4 0 1 4 , 0 0 0 4 0 , 0 0 0 1 , 6 5 0 3 , 4 0 0
6 . 5 0 .1-0 19 9 6 J 1111 7 9 , 6 2 0 7 5 , 0 0 0 73 56 , 7 50 7 9 , 8 / 5 4 0 6 4 , 0 7 3
6 . 6 2  5 A - 0 198 3 O c t 8 , 9 2 6 8 , 7 0 0 76 6 , 6  38 9 , 1 7 5 10 ! 4 0 2
6-, 00 J - J 1996 Ian 6 5 , 2 0 0 5 0 , 0 0 0 6 5 2 2 , 5 0 0 66 , 8  75 1 , 5 0 0 J  , 0 0 0 12 1
7 . 0 0 J - J 198  ft r 111 7 , 9 6  1 1 0 , 0 0 0 AH 6 , 8  00 7 . 7 2  5 3 50  II 70 0 7 >
7 . 0 0 J - J 19 mi i u t 1 5 , 9 6 8 2 0 , 0 0 0 68 9 , 1 . 0 0 1 5 , 5 0 0 7 0 0  || 1 ,4  00 153
9 .  50 J - D 198 1 1 on 5 1 , 7 6 8 5 0 , 0 0 0 24 1 2 , 0 0 0 5 3 , 0 0 0 19 4 l| 6 , 7  50
8 . 7  5 J - J 199  5 1.. 1 109 ,2  99 1 0 0 , 0 0 0 95 9 5 , 0 0 0 1 0 9 . 4 7 5  ! 6 , 0 1 0  1 0 , 7 5 o
6 . 3 7 5 A - 0 1988 Apr 8 , 9 1 0 H , H0 0 59 5 , 1 9 2 8 , 0 6 7 8 0 30  4 107
4 . 3 0 J - D 1992 Inn H . V»2 1 0 .0 0 0 AH A . n o o h . 2 n 68  | 4 40 57

6 C L . 04 4 7 3 2 . 5 0 0 52 l .OHO 7 2 1 . 1 7 9
1

l / .MHH 6 ‘ l . 6  62 4 5

J  , 51 5 , 6 3 6 1 J AAO , 5 0 0 1 , 7 9 2  , 4 7 0 1 , 5 7 7,1.  !A 1 5 , 7  10 " ' V ' ' iS,

Th e  i n r e  a  s s  an» d e e r • a s e s In am. r r l z e d  v a l u e : a r e  t h e  sam j a s  Lb! s o  sh ow n  i n  | o l e m u s  f o r j !
“ I nc r r h s o  a 1 

1 1
J  De, r e a s t by  A j u s  Lni'j , t  I n  Uook V.I 1u e " , e x c e p t  1o n s  as ] n t h e r w i  s c  1 n’d i  r a t e d .
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2 l j I

l!

»5.?_ :iI
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K O I I IÒ IU I I .N  I) — I*a r I 2 — Scc l ¡ 0 1 1  1

S h o w i n g  i l i !  l ’ It I: I TK  H I I  ) S IOCKN ( )  t t i w d  D e i e m h e r  S I  o j  C u r r e n t  Y e a r

I r s u r . i n c e  C o m p a n i e s

L i f e  I n v e s t o r s ,  I n c . ,  L e t t e r e d ,  C u m u l a t i v e  C o n v e r t i b l e

n .

Total Preferred Slot It:

2 1 , 8 2 7 5 4 5 , 6 7 5

5 4 5 , 6 7 5

7 . 8 3

MtHKtr v a iv i

1 7 0 , 9 0 5

ACIim covi

5 4 5 , 6 7 5

5 4 5 , 6 7 5

1 6 , 3 7 0 1 6 , 3 7 0 u 11 I n  . I

r 6 T 3  7 u  '  ! t ,

cd ilphiUt.cillv

S h o w  ili/. /ululi lo, rulli rioni 1.

SC'IIKDUÌJC 1) — Tari 2 -.Section 2 
S h o t t i n g  n i l  COMMON STOCKS O w n e d  D e c e m b e r  S I  o j  C u r r e n t  Y e a r

B a n k s  a n d  I n s u r a n c e  C o m p a n i e s  

B a n k  S e c u r i t i e s ,  I n c .

I n d u s t r i a l  nn<l M i s c e l l a n e o u s  

P u tn a m  G r o w t h  Finiti

Tnt.il (jim m on Stinks 

li/hil 1*1* fern'll iiml ( . . n m m n u  Sfinii

3 , 3 0 0

(]>

BOOK VALUC

HI
hah'

PIK SIIAKC 
IK.IU 10 
Oil IAIN 
MAI.rU 
VAlUl

IS)

MANKtr VAI UC

(0

ACTUAL COSI

8 2 , 2  54 2 7 .  125 8 9 , 5 1 3 8 2 , 2 5 4

9 6 5 7 . 4 5 0 75 3 9 6 5

h i , v  L 9
--------------------------

‘> 0 , 2 ' ih 8 1 , 2  l *J
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S O I IK I )U M < ;  I ) — P a r t  3
S f t a t r i H f i  t i f i  ìlot/ilx i t u d  S f t t t í ' x  A (!Q M I1 (I O í h n ' n i g  t h e  C u r r e n t  \  t u i r

M  ' . r i i i r o o n i

K'fM
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¡1H Ki l  ¡ . „  V-J anol .lit.I (ilV * *" __________ __ -______________ - ---------------------------- .=!£= ± - -
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b o n d s f

G o v e r n m e n t
|i

1 ¡1

IJ,  S ,  T r o . i s u r y  B o n d ,  Due 4 / 1 / 7 4  
U.  S ,  T r e a s u r y  B o n d ,  Due 2 / 1 5 / 7 4

4 / 1 / 7 4
2 / 1 5 / 7 4

Mat u r e d  
Mat  t i r e d

1 0 0 , 0 0 0
2 5 . 0 0 0

1 0 0 , 0 0 0
2 5 , 0 0 0

9 2 , 6 2 8  
24  , 8 4 1

9 9 , 3 4 7
2 4 , 9 9 8

3 t> > 3

8 i!
U. S ,  I r t ' . i s o  rv  B o n d ,  Due 5 / 1 5 / 7 4 6 / 2 8 / 7 4 Ma t u r e d 5 0 , 0 0 0 5 0 , 0 0 0 5 0 , 1 7 2 5 0 , 0 0 0

j

M » m t e l p n l  B o n d s
i

24 92 71 DQ 7 C o l o r a d o  De n .  S p e c i a l  F a c i l i t y  
C o l o r a d o  J e f f e r s o n  C t y ,  S c h o o l  D i s t .

4 / 2 2 / 7 4 C o u k Ii U ii & C om pa ny 2 0 , 3 9 0 2 5 , 0 0 0 2 5 , 1 2 5

2 5 , 4 1 2

2 5 , 0 8 0  

2 5 , 1 5 2

?

j‘

Ì. ,( . ' f 0

R - l  S e r i e s  111 4 / 2 2 / 7 4 C o u g h l i n  A Com pa ny 2 2 , 6 1 7 2 5 . 0 0 0 l 2 . » ) »

T e x a s ,  A r l i n g t o n  l n d e p .  S c h o o l  D i s t .
1 4 , 3 7 8 14 , 6 ( .9C c i i o r . i l  O b l i | ; . ( t i o n 3 / 2 2 / 7 4 R a u s e h e r  P i e r c e  S e c u r i t i e s 12 , 9  1 1 1 5 , 0 0 0 9 1 ¡1 ■ . •' ■■■' I

T e x a s ,  C o l u m b i a  B r a z o u i n  l n d e p .  S c h o o l  D i s t . 3 / 2 2 / 7 4 K a u s c h e r  P i e r c e  S e c u r i t i e s 1 1 , 6 2 9 1 5 , 0 0 0 1 2 , 1 4 4 1 2 , 3 3 2 1 2 0 f
T e x a s ,  D a l l a s ,  G . 0 .  Honda 3 / 7 1 / 7 4 S t o n e  i* W e b s t e r  S e c . C o r p . 3 8 , 7 1 2 5 0 , 0 0 0 3 9 , 3 9 1 3 9 , 7 4 2 83

1
1 , (7 >»J |

T e x a s ,  D i c k e n s o n  l u d .  S c h o o l  D i s t r i c t 4 / 2 2 / 7 4 R o t  a n  M o » l c ,  I n c . 2 1 , 8 8 3 2 5 , 0 0 0 2 5 , 2 7 5 2 5 , 1 1 3 o i , ;  i d ¡1

T c x . i s ,  C a l v . ' i s C o i t  C n t y .  F r i e m i w o o d  l.S.D. 3 / 2 0 / 7 4 K a u s c h e r  P i e r c e  S e c u r i t i e s 2 0 , 3 2 2 2 5 , 0 0 0 2 0 , 2 7 0 2 0 , 7 9 1 55 . I ,  ¡j

G a r l a n d  l n d e p .  S c h o o l  D i s t . 4 / 2 2 / 7 4 R o t  a n  M o s 1e , I n c  . 1 4 , 8 8 8 1 7 , 0 0 0 1 7 , 0 9 3 1 7 , 0 4 6 2 i ■
Cr . i ru l  I ' r . i i r i c  l 'x .  1 . 0 . 0 .  1!. 0 . 3 / 2 2 / 7 4 K a u s c h e r  P i e r c e  S e c u r i t i e s 4 3 , 2 5 1 5 0 , 0 0 0 4 5 , 1 6 9 4 5 , 3 0 4 29

i! i;
1

T e x a s  H o u s t o n  C t y .  C r o c k e t t  l . S . D , 4 / 2 2 / 7 4 R o l a n  Mott 1c , I m : , 1 7 , 9 7 7 2 5 , 0 0 0 1 8 , 5 0 7 1 9 , 0 0 3 72 > 1 . ( ’ l l  I

H o u s t o n  T e x a s  l . S . D .  C . O . 3 / 2 2 / 7 4 U . j u s c h c r  P i e r c e  S e c u r i t i e s 5 2 , 6 0 9 6 0 , 0 0 0 5 5 , 8 2 3 5 5 , 9 9 1 35 1.  ; t12

T e x a s  N a v a r r o  C t y .  C c n .  O b i , 3 / 2 2 / 7 4 R . i u s c h e r  P i e r c e  S e c u r i t i e s 9 , 1 0 2 1 0 , 0 0 0 1 0 , 0 0 0 lO .Ou O » ¡i fcJb

T e x a s  R i c h a r d s o n 4 / 2 2 / 7 4 K a u s c h o r  P i e r c e  S e c u r i t i e s 1 9 , 1 1 3 2 5 , 0 0 0 1 8 , 3 1 8 1 8 , 8 0 4 47 5 J l ‘9 l!
t|

T e x a s  T o r r e n t  C n t y ,  J r ,  C o l l e g e 3 / 2 2 / 7 4 K a u s c h e r  P i e r c e  S e c u r i t i e s 2 3 , 7 0 8 2 5 , 0 0 0 2 4 , 7 7 6 2 4 , 9 2  7 5 |. i! 1 , 7  19 ij

T e x a s  T r a v i s  C n t y ,  -  A u s t i n  l . S . D . 4 / 2 2 / 7 4 K o t a n  M o s l e ,  I n c . 2 6 , 5 1 4 3 5 , 0 0 0 2 6 , 8 4 8 2 7 , 6 7 9 98 ¡1 I1 1 , 1 - 5  '1
T e x a s  W i l l i a m s o n  C n t y .  C . U . 4 / 2 2 / 7 4 K a u s c h e r  P i e r c e  S e c u r i t i e s 9 , 0 ) 6 1 0 , 0 0 0 1 0 , 0 0 0 1 0 , 0 0 0

\ f
41.4 l|

C o m m e r c i a l  B o n d s
f |; 3

I47429AI10 C a s e ,  J . l .  C o , 4 / 2 2 / 7 4 S t o n e  6  W e b s t e r  S e c . ,  I n c . 1 8 , 9 0 0 3 0 , 0 0 0 1 9 , 6 6 0 2 0 , 3 3 4 8t. ;  1 I
4 02 0 6 4 A H 5 G u l f  6* W e s t e r n 1 1 / 7 / 7 4 Kan s c h o  r  P i e r c e  S e c u r i t i e s 1 7 , 7 0 0 3 0 , 0 0 0 2 1 , 7 9 8 2 1 , 7 9 9 31 4 4 . O . -  ¡1
6 9 5 15 6A H 5 P a c k a g i n g  C o r p .  o f  A m e r i c a 1 1 / 7 / 7 4 K a u s c h e r  P i e r c e  S e c u r i t i e s 2 V ,ii  0 0 A 0 , 0 0 0 3 3 , 8 3 5 3 3 , 8 9 5 129 I 4 , - 3
3 16 08 1 A A 6 f i d e l i t y  C o r p .  o f  V i r g i n i a 4 / 2 3 / 7 4 S t o n e  & W e b s t e r  S e c , ,  i n c . 5 , 4  50 1 0 , 0 0 0 8 , 7  50 8 , 8 3 6 15
HA 9 104AA7 S u s q u e h a n n a  C o r p . 4 / 2 3 / 7 4 S t o n e  G W e b s t e r  S e c . ,  I n c , 3 , 0 4  5 1 , 0 0 0 8 , 0 7 8 7 , 5 9 7 35 j  i

:i 1,
h i *3 2 ;•

P u b l i c  U l l l l t l P S ! 1

P a n h a n d l e  E a s t e r n  P i p e l i n e 1 / 1 5 / 7 4 S t o n e  in W e b s t e r  S e c . ,  I n c , 2 , 0 0 0 2 . 0 0 0 2 , 1 2 0 2 , 1 2 0 j  i

TOTAL BONDS 6 1 6 , 6 0 7 7 2 5 , 0 0 0 6 5 0 , 5 3 1 6 6 0 , 6 5 4 1 , 0 3 2  jj Ih ‘1 :>
II

6 5 , 0 1 1  J|

STOCKS
1 ¡. / !i

■1

P r e f e r r e d  S t o c k ¡1 r 

1; . |l

0 3 0 1 7 7 4 0 4 A m e r i c a n  T e l ,  f* T e l . 9 / 2 5 / 7 4 b e a m e d  G C om pa ny 70 0 2 7 , 6 4 6 3 5 , 0 0 0 3 5 , 0 0 0 I| !i : , 3 ..  i!
0 1 0 1 ì 74 06 A m e r i c a n  T e l ,  G T e l . 9 / 3 0 / 7 4 l e a r n e d  6» Co mp an y 3 0 0 1 1 , 5 9 9 1 5 , 0 0 0 I S ,  0 0 0 I '1 !! 1.401 |!
2 0 3 2 0 1 10H C o m m o n w e a l th  O i l 9 / 1 7 / 7 4 1.e a r n e d  G Com pa ny 1 ,2  00 2 0 ,  K.2 3 6 , 5 1 n 3 6 , 5 1 6 !■ I; 11 .. 1 *2 ;
26  1 59 7 ) 0 8 D r e s s e r  L n d u s t r l e s 1 1 / 1 / 7 4 K o t a n  M o s l e , I n c . 1 , 0 0 0 4 2 , 5 1 9 4 0 , 8 6 . 4 4 0 , 3 n8 ¡1 r

Common S t o c k
i i

H-l M r  o a d  a | ii i

8 4 3 4 7 3 1 0 4 S o u t h e r n  R a i l w a y  Com pa ny 9 / 1 9 / 7 4 J e f f e r i e s  G Com pa ny 1 , 0 0 0 3 9 , 0 0 0 3 3 , 6 1 5 3 3 , 6 1 5
i

;  !
|

«1 trilun,.» 1. t« 14 *1 l*i.l * Ail , ................ nl ....  .............. J ■ /  ,v "p . • • ••

¡1

1 ■■■Mi 'I

1 ,k".

I . ? -( 1

-1

1 ■ » 
11 (

il

il



X  l i » . IH  I h l>— »* irt  ----- -.n I

Total

Ainuuni of Insurer % Capital «nd S>uii>lu» • i ’ ;«pe 3. t.m* ‘«.‘7 o f pr«*v mus your s statement filtri bv the insurer with its domici li (try inaura nr»» department) : S

SCHEDILE D— Part 6—Section 2

a:

N a m e  of  L o w e r - t i e r  C o m p a n y

(2)

N a m e  o f  C o m p a n y  
L i s t e d  in S e c t i o n  l 

wh ic h c o n t r o l s  L ower-  
t ie r  C o m p a n y

a,

A m o u n t  o f  Intrìntrible 
A s s e t s  I n d u c e d  in 
A m o u n t  S h o w n  in 

C o l u m n  ( 3 ) ,  S e c t i o n  1

C o m m o n  S l o c k  o f  Lr.wer-t ier  
C o m p a n v  O w n e d  I n di re ct ly  by  

I n su re r  on S t a t e m e n t  D a t e

N o .  o f  S h o r e s %  o f  O u t s t a n d i n g

0 0 0 1 1

i
|!

To tal ü  I

Instructions: 

S e c t io n ' 1

C o  bum n M ) :  L i s t  e n ch  su b s i d i a r y ,  co n tr o l l ed  or  a f f i l i a t e d  c o m p n n v .  s e c u r i t i e s  o f  which nre  d ir e c t l v  o w n e d  by  a n  in su rer  - S C A  ( o m p n n v i  for  which a  F o r m  
S C B  i : i i n t: i s  r e qu ir ed  u n d e r  S e c t i o n  4 i R )  o f  the  N A I C  V a l u a t i o n  P r o c e d u r e s ,  a n d  w h ic h S C A  C o m p a n y  w a s  a c q u i r e d  thr ouc h p u r c h a s e  o r  torn:. it ion,  or  tn 
wh ic h p u r c h a s e d  a s s e t s  h a v e  b e en  t ran s f er red .

C o l u m n  * 2 * :  S t a t e  w h e t h e r  the  a d m i t t e d  a s s e t s  sh ow n  hv the  in su r e r  in th i s  s t a t e m e n t  i nc l ud e ,  thr ou g h the  c a r r y i n g  v a l u e  of  con inm n s to ck  of  t he  S C A
C o m o . i n v  v a l u e d  un d» T S e c t i o n  4 ; B » o f  the* N A ! ( *  V a l u a t i o n  P r o c e d u r e s ,  i n t a n c i b l e  a s s e t s  a r i s i n g  o u t  o f  the  p u r c h a s e  of  Mich c o m m o n  st<>ck hy the  i n s u r e r  or
the  p u r c h a s e  hy  the  S C A  C o m p a n y  of  c o m m o n  s t oc k  of  a  low er -t i er  c o m p n n v  co n tro l le d  hy  the  S C A  C o m p a n y .  F o r  purtv>ses o f  tiii> qu es t t o n n  a rc .  iittnnirj- 
b i e  a ^ t s  a t  purchaM» » h al l  Ik * de f in ed  a s  the  e x c e s s  o f  the  p u r c h a s e  p r i ce  o v e r  the ta ng ib le  net  w o r th  ; to ta l  a s s e t s  le s-  intan uib ie  a s s e t s  a n d  t<>:.il l i a b i l i t i e s  
r e p r e s e n t e d  b y  su en  s h a r e s ,  a s  re co rd ed  i m m e d i a t e l y  p r i o r  to the  d a t e  o f  p u r c h a s e  on (lie tx ioks o f  t he  c o m p a n y  w h o - e  s t o u t  w as  pu rc h as ed .

C o l u m n  « 3 i :  If the  a n s w e r  in C o l u m n  ( 2 )  i s  “ Y e s “ , g i v e  the  a m o u n t  of  i n fa n t ' i b l c  a s s e t s  invo lve d .  T h e  in ta n g i b l e  a s s e t s  show n for the  S C A  C o m p a n y  m u - :  
i n c lu d e  a n v  i n t a n g i b l e  a s s e t s  w h ic h a rc  in c lu d e d  in the  S C A  C o m p a n v ' s  c a r r y i n g  v a lu e  o f  the  c o m m o n  s toc k  o f  o n e  o r  m o re  lower-t ier  c o m p a n i e s  contrr»j! ,-, j 
b y  the  S C A  C o m p a n y .  In  a l l  c a s e s  the  c u rr en t  i n ta n ci b l e  a s s e t s  e q u a l  the  i n t a n g i b l e  a s s e t s  a t p u r c h a s e ,  a s  d e f i n e d  ab o v e ,  m i n u s  a n y  wr i te-of f  thereof  b e tw ee n  
t h e  d a t e  o f  p u r c h a s e  a n d  the  s t a t e m e n t  d a t e .  I f  the a n s w e r  in C o l u m n  i 2 )  is " N o " ,  s t a t e  “ N / A “  in C o lu m n  i 3 l .

C o l u m n s  t 4 • a n d  ! 5 » :  S t a t e  the  n u m b e r  o f  s h a r e s  o f  c o m m o n  s t o c k  o f  the  S (  ’A  C o m p a n y  o w n ed  b y  the  in su re r  on  t he  s t a t e m e n t  d a t e ,  a n d  the  pe r ce n t  o w n e d
o f  the  o u t s t a n d i n g  s h a r e s  of  t he  s a m e  c l a s s .

S e c t io n * 2

C o l u m n  < l i :  L i s t  e a c h  c o m p a n y  which i s co n tro l le d  h y  a n  S C A  C o m p a n y  h v  m e a n s  of  a  hol d imr  of  a  contro l  b l o c k  of  the  o u t s t a n d i n g  c o m m o n  s t o ck ,  e i t h er  
d ir e c t l y  o r  t h r o u c h  o n e  o r  m o r e  intervening;  c o m p a n i e s  wh ich a r e  a l s o  s o  c o n t r o l l e d  D o  not  i n c l u d e  c o m p a n i e s  wh ic h a r e  t h e n w i v e s  S C A  C o m p a n i e s  l i s te d  in 
S e c t i o n  I.

C o l u m n  t 2 ) :  I f  m o r e  t h a n  o n e  S C A  C o m p a n y  co n tro l s  t he  lower-t ier  c o m p a n y .  l i s t  ea c h  s u c h  S C A  C o m p a n y  a n d  c o m p l e t e  C o l u m n s «3 )  —  s e p a r a t e l y  for  eac h .

C o l u m n  f 3 1 : A s  e x p l a i n e d  in t he  I n s t ru c t io n s  for  S e c t i o n  1. t h i s ' a m o u n t  i s  b a s e d  on the  i n t a n c i b l e  a s s e t s  a t  p u r c h a s e  o f  t h e  s toc k  of  the  lower-t ier  c o m p a n y ,  
reduct-d  b y  a n y  suf w.- que ni  wri te-of f .  T h e  a m o u n t  sh o w n  is a l s o  b a s e d  on  t h e  p ro p o rt i o n a t e  o w n e r s h i p  o f  the  iower-t ier  c o m p a n y  b y  the  ret- i r t in c  in surer .  

C o l u m n s  <4 /  a n d  i 5 ) :  T h e s e  f ig u re ?  r e p re se n t  the  proi>o rt i on at e  o w n e r s h i p  b y  the  re jx i r t m g  i n su re r  t hr ou g h the  p a r t i c u l a r  S C A  C o m p a n y .

Ì
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R e i n s u r a n c e  C o r p o r a c i ó n  e :  New Y o r k  
S c a r  R e i n s u r a n c e  C e r c a n »
S k a n c i a  A r e n c a  Re i n s u r o r c e  C o r i  a r a c  c m  
T e rr a  N o v a  I n s u r a n c e  C o n p a .v . * , L e d .
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■ i r e  a  M a r i n e  i n s u r a n c e  C o m p a r i ,

C o c r r a n v  c :  P e n n s v l v a - . c

Tase

r . a v c r c r v n ,  F e r . n s v t v . s n i a  
i -os  A r c e l e s ,  è a l i c c r n i a  
New l o r e ,  New iorr t  
T ' a l i a » .  T e s a s  
New C o r k ,  New Y or k  
’- o n c e r . .  E n c in t a d  
i .or .dcr . ,  E n c l a n d  
S e a c c i e ,  W.- is r. in?ccr .  

T o k y o ,  J a p a n

-u-
-0-

-u-
-0-
-0-
-n-

69,999
-o-

1 2 , 7 9 3
-0-
-0-

1 , a- )

22, 3 ¡9 
20,0 70 

A 7 7, ‘.05
- tj- 

-0-
-0-

1,569

-0-
832 ,0 ‘- ' A  

8 ,606 
159.23 3 

-0- 
2 ,606

, 053 

19

A 00 r 2 1 6/5 5<0 
-0- 
72)h 2 1
■;2 3 
-0- 
729 
575 
-0-

1.125

95,2=2

7.5 = 6 
1,125

5,022 
5C15! 159

9,598
1,250

T . : J s 111 , 0 5 9  ¡I 2 . C S 9 . 0 5 1 11 1 , 2 9 5  , 9 7 1 6C=- , 56 3

I

SCHEDULE F—Part 1A—Section 2
A s s u m e d  R e i n s u r a n c e  a > o f  D e c e m b e r  i l .  C u r r e n t  Y e a r  

( T o  b e  j i te c i  n e t  l a t e r  t h a n  A p r i l  1 )
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Total Reinsurance Assumed hy Portfolio j|

SCHEDULE F— Part 2
F u n d s  W i t h h e l d  o n  A c c o u n t  o j  R e i n s u r a n c e  i n  U n a u t h o r i z e d  C o m p a n i e s  as  o f  D e c e m b e r  31. C u r r e n t  Y e a r

Hi Ii (2’ i 131 (4) i (5. :

N ave  o r R einsurer
U nearned 
F kL Mil MS 

1 DEBIT!

1
! pAlf* AMI UNPAID 

L o^ rs  KtrnvtRASLt: 
1 «DEBIT)
11

1 T otal 
t Col. «1» Plus *2) ;

i

Deposits bv AND
F und*; W itmhfld 
from Reinsurers

(CREDIT)

\ Mi*.?tu_»Ntot s « 
| HtUNfKS !
[ ic.».r.oi7)

| !

S um nr Items in 
0«;.a M> and iS» 
BUT NOT IN FXO-SS

or Cue. i if)

Sccr Reinsurance Co-nanv 2,012 2,012

^ L e tte r  o f  C red it

i|
iij!
jj
!'fj

T  o /j Is 2 . 0 1 2 012

N O TTS  Total of Column « * »  to »rrec  %uh rtnourtmn Likrn in Iiam Ii*. |\i£c 3.
S ^ v n im  helil on d<-^x<s.l th^ll l«* v»lui<l in Hcroui^nie %nth N  A. I. C. vftltiatio

ol crndit a 'r to I><* inrluHiNl m Cohimn < 4 > and indt^atial liv an A-it-n^k *•* Lrtm»* 
of riialrt a<e no! to N* »ncluilf<l m • **«!•!* nr l;.«bilitio> on 1’atfrs 2 or 3 nr yuppnrlm* 
or *vhitu(s.

P
i-
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L u n r i i t  y

U r - i  l o/ f l. - ip .-Mr  j  u< D f i r n : * r r  ) ! •./ >■ / l >- f  I ■ •¡■ >1 
' J l r n i r u l  <■ ] 1 - f  ’ r i p h  l i t  e  i r j M  j n d  j t  r ’l d  •>( C .

■ ■ m r j ’-d

5 9 o  117

7 to no

153 f i : e l iiy

S,w=L*lr
50

90

I-

5)1

9/3

Fir- LT? 
SCETY

F l f i l H Y  

: c e i y  

f iCTLinr 
sum*
ftccLin
surety

f ic e l it y

S'J-ETY

5 , 3 6 1

1 50

6 1 5

3 , 1 9 1

5 ,7 1 0  

377 

6 .2 S O  

3 ,1 1 0  

1 0 ,2 7 5  

9 ,  7 50

331

5 l 

’ 16 
( 3'> i

-0-
5 , 0 1 3

9 . 0 3 5

-0-

5,769 
9 9 3  

10,000 

9 0 7

-0-

-0-
-o-

•o-

■0-

•0-

■ 0 -

m

( 37 7 )

5 , 7 6 9  . ( 3 1 6 )

99  3 "______________ ( 2 , 6 1 7 )

1 0 , 0 0 0  ii (2 7  5)i!
9 0 7  ( 9 , 3 - 2 )

SCHEDULE K
K K S K U V K  r o i l  C K K 1H T I.OSSKS

3.

Net unpaid losses on policies expired prior to October 1. current y e a r .......................

Reserve for losses on policies expired in October. November ar.d December, current year:

(a ) Net premiums written on such p o l i c i e s ............................................................

(b) 50rb of ( a ) ...........................................................................................................

(c ) Net losses paid under such policies......................................................................

(d ) Difference Co) —  ( c ) .........................................................................................

(e ) Net losses unpaid under such po lic ies.................................................................

( f )  Reserve —  Item (d ) or Item (e ) whichever is g r e a t e r ................................

Reserve for accrued losses on policies in force December 31. current year:

(a ) Net premiums earned under such p o l ic ie s ........................................................

(b) 5 0 ' c  of (a ) ...........................................................................................................

(c ) Net losses paid under such policies................... ..................................................

(d ) Difference (b) —  ( c ) ........................................................................................

(e ) Net losses unpaid under such policies................................................................

( f )  Reserve— Item id) or Item le ) whichever is g r e a t e r ................................

Voluntary additional r e s e r v e .............................................................................................

Total reserve........................................................................................................................

U.'

F"9
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TAUT II
S r o u m g  j*. rj>H< »;/i ( o t h e r  f h j t t  s a lar y ,  c o m p t m u t t o n ,  e m o l u m e n t s  a n d  J t t  t i l t n d s )  t o  f>r o n  b e h a l f  o f  a n y  o f f i c t r ,  d i r u t o r  o r  e m  p l o y t e  u h i c h

i  z . c e d e d  o r  a m o u n t e d  i n  t h e  a g g r e g a t e  t o  m o r e  t h a n  S lO .O lM  d u r i n g  t h e  s e a r .  ( I : \ i l u d i n g  r e i m b u r s e m e n t  o f  e x p e n d i t u r e s  f o r

t r a n s p o r t a t u o t ,  b o a r d  a n d  l o d g i n g  o f  C o m p a n y  A u d i t o r s ,  I n s p e c t o r s ,  C l a i m s  i n v e s t i g a t o r s  a n d  A d j u s t *  rs, a n d  

S p e c i a l  A g e n t s ,  a n d  e x c l u d i n g  p a y m e n t s  l i s t e d  i n  P a r t  l . )

M V £  ; e  P A Y E E  A N O  T I E  O F  P O S I T I O N O C C A S I O N  O F  C I E N S E B Y  f t w e y  A ' J T H Q P l Z f D

PART III
Showing all Payments for legal expenses uhich exceeded $500 or aggregated more than $5,000 during the year, exclusive o f payments in connection 

u ith  settlement of losses, claims and salvage under policy contracts. (Excluding payments listed in Part l . )

O C C A S S I O N  O F  E X P E N S E BY WriOV AUTHORIZED

PART IV
S h o w i n g  a l l  p a y m e n t s  i n  e x c e s s  o f  S l jOO O t o  e a c h  T r a d e  A s s o c i a t i o n ,  S e n  i c e  O r g a n i z a t i o n ,  S t a t i s t i c a l , A c t u a r i a l  o r  R a t i n g  B u r e a u  d u r i n g  t h e  year .  

( A  s e r v ic e  o r g a n i z a t i o n  is  d e f i n e d  as  e v e r y  p e r s o n ,  p a r t n e r s h i p ,  a s s o c i a t i o n  o r  c o r p o r a t i o n  w h o  o r  u h i c h  f o r m u l a t e s  r u le s ,  e s t a b i i s h t  s 

s t a n a ^ r d s .  o r  a ss is ts  i n  t h e  m a k i n g  o f  r a te s ,  r u le s .  o r  s ta n d a r d s  ¡ o r  t h e  i n f o r m a t i o n  o r  b e n e f i t  o f  in s u r e r s  o r  r a t i n g  o r g a n i z a t i o n s . )

O C C A S S I O N  O F  E X P E N S E BY ViHC-V AUTHORIZED

A f r i c a n  R e c t r r o c  
Asìcciùtic;

S;:«tv A s s o c t i t i c
Ir.Criper.cer.c -\arua

C r âr 12ôt i r“
l r .s u ra r .e e  S e r v i c e  
¡ ¡ s u o n a i  A s s o c i â t  

I r .c e p e r .c e r .  c I n s

¿1 1 rs . ranee :K¿-.sas C i t y ,  Missouri

of Ac 
Ad vi  s

s ü: : ; : ís

York, .«ev tor*. 
P la in e s ,  I l l i n o i s

York, New York 
P la in e s ,  I l l i n o i s

5 , 9 7 7

1 , 0 6 8
1 , 6 0 0

A ,  108  
7 . 3 7 9

1} Assoc iat ion Dues ¿* Serv ices

Assoc iat ion  Dues & Serv ic es  
Association Dues Serv ic es

Assoc iat icn  Dues S Serv ices 
Assoc iat ion Dues Serv ices

{ Finance Corrr.ictee
jl
j! Finance Cormictee 
Ü Finance Conr.ittee
it
!• Finance Cormttee  
?I Finance Corruttee

!
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Kcscrve for Unpaid AIJTO U A U IU T Y  I.OSSKS D u t i i i I x t  !U of Current Yi-arf

SCIIKIIUI.K OF KXPKUIKNCK

(It i!) <■> ( i l )  U A U I U T Y  I . O S S  K X P K N S I * :  P A Y  MIC N T H
th ill It! lidl

i l l  M l
W a r *  in W h ic h («1 15) 1'rrl (O I . i a l u l i ly  l o s s

K a l i n
f ..............

Y<‘ i r s  in W h ic h P r e m i u m s  W e re P r e m i u m s ( c )  l . i . i l i i l i ly a n d  l . i s s  IA | ie l i ' ( ' N u n i l i o r l i r - e r . , *  I., | 1 , . , lulP » l ic ies  W er e K. imi-,1 n o d K: h n u l D ins P a y m e n t s R a t i o 1ta i in P a y m e n t s
I sM in ! I . i s s r s  Wi  n* < So«  NoU'i In) imd l lo) A l lo c a t e d I t) ■  Cl) (K )  U n a l l o c a t e d t.M ;C H « »1. 4 I I..» o . l  ft) <0.1 | I'i.i« C.,1 Ii) 77. ( C |. . IS i! i .■

t i l l  < •
t 1 . | .

In cu rr e d ” « % Il i
ii '

1 ! * rior to  liKi7 P r io r  lo  IDliD 1 1 . 5 7 1 . * 7 0 5 , 7 7 6 , 8 2 3 1 , 0 8 3 , 3 9 0 1 8 . 7 1 , 3 6 2 , 9 0 3 2 3 . 6 2 , 6 6 6 , 2 9 3 8 , 2 2 3 , 1 1 6 U T T J - i ; -
j ...............

-II-

2 I f '(>7 P r i o r  lo  ID*if) 5 5 3 . 1 5 A 2 6 8 , 6 8 6 6 1 , 6  68 1 5 . 6 6 3 , 6 6 6 1 6 . 3 8 5 , 1 1 2 3 5 3 , 5 9 8 6 3 . 9 - 0 - 2 7 ,  - ! / ¡i

j!

•>.! A.

.1 IfMiH P r i o r  (o PKiD 3 1 3 , 6 8 0 1 6 0 , 7 3 2 1 9 , 6 6 9 1 3 . 9 3 6 , 6 6 5 2 6 . 5 5 6 , 1 3 6 1 9 6 , 8 6 6 b 2 .  1 *  0 - - u - i
|i

- 0-

* IfHVJ 7 8 A . 1 3 5 62 5 , 6 1 6 6 1 , 9 8 3 9 . 9 2 3 , 6 1 1 3 . 7 8 5 , 3 9 6 7 1 0 , 8 0 8 9 0 . 6 1 2 , 9 6 1
i!

*, W

r, 1D70 7 9 5 , 9 9 0 6 1 2  , 6 2 2 6 0 , 8 7 9 9 . 9 5 , 6 9 0 1 , 3 6 6 , 3 6 9 6 5 8 , 7 9 1 5 7.  7 2 . ,  u ;  o ii
ii

r, 1D71 1 , 2 8 6 , 2 6 0 1 , 3 7 6 , 0 6 1 1 1 3 , 2 0 3 8 . 2 5 , 9 1 6 . 6 1 1 9 , 1 1 7 1 , 6 9 5 , 1 7 8 1 1 6 . 2 14 . 2 , 2 6 6 II
*i
i'

5 ”

11 , » ■ 1

7 T o t a l  f i r st  poriof ! 1 5 , 3 0 6 , 6 8 9 8 , 5 9 9 , 9 3 8 1 , 3 6 0 , 5 9 2 1 5 . 8 1 , 6 7 5 , 8 2 7 1 7 . 2 2 , 8  3 6 , 6 1 9 l 1 , 6  J o , 3 5 7 7 4 .  7 * 0 l . u , 7 I s :  ? ,  i ^

8 11172 1 , 2 7 9 , 1 7 2 1 , 1 1 5 , 7 8 9 9 5 , 6 6 8 8 . 6 5 , 6 6 8 . 5 1 0 0 , 8 9 6 1 , 2 1 6 , 6 6 5 9 5 .  1 23 h 1 ij 1 5 , 6 -  1

) i d 7: i 1 , 2 2 8  , 6 8 5 6 9 1 , 9 3 3 7 0 , 6 0 6 1 0 . 2 L , 4 2 4 . 2 7 2 , 0 2 8 763 ,9 6 1 6 2 . 2 33 K ’-
Ii

5 i , t 1

> l ! )7 l 6 5 1 , 6 6 9 1 3 5 , 3 3 1 3 8 , 2 9 6 2 8 . 3 2 , 9 8 9 2 . 2 6 1 , 2 8 3 1 7 6 , 6 1 6 3 9 . 1 9 1 '.1.1,1 ;*'• ! I t . , . *  :• 'i

------- - ------- --------- ............. ................................. ------ ----------- -------- ---  -- ... .. ___ ____ _ .... ........... _____ ____ ___ ___
i T o t a l  s e c o n d  p e i i o d 2 , 9 5 9 , 3 0 6 1 , 9 6 3 , 0 5 3 2 0 6 , 3 6 6 1 0 . 6 9 , 8 6 1 . 5 2 1 6 , 2 0 7 2 , 1 5 7 , 2 6 0 7 2 , 8 6 5 5 M  . ! ' •  >

:l
' * l , i  . S

( I k a n i i  T i i Ta i s 1 8 , 2 6 3 , 9 9 5 1 0 , 5 6 2  , 9 9 1 1 , 5 6 6 , 9 3 8 1 6 . 8 1 , 6 8 5 , 6 8 8 1 . 6 3 , 0 5 0 , b26 1 3 , 5 9 5 , 1 , 1 7 7 6 . 6
[_____ II t l » 1 .

COMPUTATION OF UKSKUYK FOK UNPAID AUTO U A U IU T Y  I.OSSKS

■ ervi* fo r  i i 111 ■ i (I l u l l  

!*scrvi* fo r  U li|> :liil l i . i l i  

T n la l t r ' iT v i '  lo r  on |

.  , ,„ lv lll .l . lv 111 lull I III.
MMn i i: r. r\nr j i

n o
D c d n e l law s 

P a v in e n ls  and 
Kx|>eli*.ii S la le il 

i l l  ( a ilim m  7

(Cal

R e m a in d e r
(Tol I V 1 . « C,.| |4)

I f  N e g a tive  K r ite r  “ O'*

l i t ,

K s t im a t i 'i l  R eserve fu r 
! .¡a b il ity  h i w s  a m i l>>ss

Kxpense; Case basis
K 'u iv  10 mid ID1*.)

i lh

C a rry  O u t fu r  I ’.k I i Y e a r 
A rm m n t S ta te .l 

ii)  C ut ) r. u r Hi. 
W h ic h e v e r is C r e . ie r

1 , 2 1 6 , 6 8 5 - 0 - 1 0 1 ,1 2 6 1 0 l , l «

7 6 3 , 9 6 1 - 0 - .183 ,9 9 3 3« 1 .9 9  1

1 7 6 , 6 1 6 9 6 , 3 7 5 1 5 6 , 9 7 5 1 5 6 ,9 .5

2 , 1 5 7 , 2 6 0 96  , 3  76 b Y 2  , iW2 e '.J  , t W

m l 1 0 y^, f ir s t  p e r io d ; i 2 ;

6-.2.119 2

7 t w , y / *

1 . .1.1 in.  m u l l  
i i ii.ii.ii I.. 

i .1 n i l , ,  i ..i i :
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s*i.

1 1 . 1  9 ,

i! i.

i . /1 •.1
i... i *.

w

I,Iv ,-n.H to 1**71 
>lt I I M l | N* U T S
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SCHUDUUK I*— PAKT l it—I.IA15IMT'V OTHKfi THAN AUTO 
Kosrrvo for lJiij>:ii<l M A ltH ITY  OTIlKli THAN AUTO LOSSKS Dccrnilirr ,'M of Ciirrcut War}

suinoDUi.K or k x p k k i f n c i o

Y e a r s  in Wliii  li 
P o l ic i e s  W e i e  

I s s u e d

Ml

W a r s  in Wliii  li 
P i r m i m n s  W e re  

K a r n e d  a n d  
IritN-cs W e re  

In cu rr e d

C)

P r e m i u m s
K a m e d

( S«>e Note« (a) mitt 0>‘ >

111

t c )  l . i .i l ii l i ly 
I / i s s  P a y m e n t s

I d )  1 . 1 A I I 1 I . I T Y  J . O S S  K X P K N S K  P A Y M K N T S
O)

I J . d t i l i ty  l i r e ,
ni ld  1 A7SN KxpennC

P a y m e n t s

iri .i . 3 r i .n  c«.i tit

Hi

l ir l fio

in

N u n , U r  
lif S u i t s

|  n i l  . e ,

i t . l . l  | ...1
i .Sni ii  ,1  1

< v t
Mini )'

Ml

Allocated
I tnt i o  

II I 1 Cl) 

%

( r ) Unallocated
Hal i t»  

tr»> <3i

ill

T o l n l
(Col. 1 IMui. Col. 6)

1 i d  i . . i . i  p  i , i . , i i . . i  
H e - e i a e  (m l .i .i li il i ly

' ll l l . lt  1 ......... l ist
l i , . u s e  tin l . i - s

! a | n ,  „• P , a t  ............ In
C a  e  C l  , s I , , . ,

1. t i l n a t . s

1 Pr io r  to 1007 P r im  to  1000 2 . 5 5 0 , 7 1 4 8 6 3 , 8 2 9 3 1 9 , 5 4 4 3 7 . 0 3 0 6 , 1 6 7 3 5 . 4 6 2 5 , 7 1 1 1 , 4 8 9 , 5 4 0 5 8 . 3 - 0 - - 0 - I - 0 - 1 ( - s

2  1007 P r io r  to  IfXi!) 1 0 6 , 6 6 6 3 5 , 3 1 2 1 2 , 6 2 0 3 5 . 7 1 2 , 9 0 2 3 6 . 5 2 5 , 5 2 2 6 0 , 8 3 4 5 7 . 0 - 0 - - 0 - 1 - (J.

■1 1008 [ ‘ r io r  to 1000 6 1 , 2 4 6 2 8 , 3 6 1 7 , 2 9 7 2 5 . 7 1 1 , 7 6 9 4 1 . 4 1 9 , 0 6 6 4 7  ,4 2  7 7 7 . 4 - 0 - 1 , tit 0 ! ) . d
i

\ 101'.!) 1 8 1 , 8 2 3 4 3 , 9 8 7 8 , 0 3 8 1 8 . 4 7 , 2 5 0 1 6 . 4 1 5 , 3 3 8 5 9 , 3 2  5 3 2 . 6 - 0 - - 0 - • 0 .  j

•-» 1070 1 6 6 , 3 2 8 32 , 8 0 2 6 , 6 1 2 2 0 .  1 8 5 5 2 . 6 7 , 4 6 7 4 0 , 2 6 9 2 4 . 2 3 1 2 , 5 0 0 1.  h <
t ,

1071 2 8 3 , 9 7 1 6 5 , 4 1 4 3 0 , 1 1 3 4 7 . 8 3 1 , 8 3 1 4 8 . 6 6 1 , 9 4 4 12 7 , 3  58 4 4 . 8 7 | r 0 - 3 ! 3

|
= . M 9 1 ■

7 * T o t a l  f i r st  |>eriod 3 , 1 6 6 , 7 4 8 1 , 0 6 9 , 7 0 5 3 8 4 , 7  74 3 5 . 9 3 7 0 , 7 7 4 3 4 . 7 7 5 5 , 0 4 8 1 . 8 2 4 , 7 5 3 5 4 . 4 i n 7 3 . s ; = 1 C . C 3 ) \ , '

H 1972 1 9 7 , 3 8 9 5 7 , 1 0 6 1 1 , 7 4 7 2 0 . 6 4 , 6 0 1 8 .  1 1 6 , 3 4 8 73 , 4 5 4 3 7 . 2 7 3 7 , 12 5 j « . ' m i , 11 '

¡) 107.1 19 7 , 6 4 0 2 8 , 9 2 2 7 , 6 7 7 2 6 .  5 1 6 , 9 8 7 5 8 . 7 2 4 , 6 6 4 5 3 , 5 8 6 2 7 .  1 4 5 4 . 1 : 34 l t , , M  ) 1 7 1

10 107-1 1 6 5 , 2 2 4 1 0 , 3 8 0 3 , 0 0 4 2 8 . 9 1 0 , 9 2  1 1 0 5 . 2 1 3 , 9 2 5 2 4 , 3 0 5 1 4 . 7 2 1 1-.'

11 T o t a l  s e c o n d  p er iod 5 6 0 , 2 5  1 9 6 , 4 0 8 22  , 4 2 8 2 3 . 3 3 2 , 5 0 9 3 3 . 7 54 , 9 3  7 151 , 3 4  5 2 7 . 0 13 1 U , / | / \ \ . (

12 ( »HAND TOTAI.S 3 , 9 1 7 , 0 0 1 1 , 1 6 6 , 1 1 3 4 0 6 , 7 0 2 3 4 . 9 4 0 3 , 2 8 3 3 4 . 6 8 0 9 , 9 8  5 1 , 9 7 6 , 0 9 8 5 0 . 4  | 2 i L !
2 . *

COMPUTATION OF KFSUFVK FOK UNPAID UIAIHUITY OTIIUK THAN AUTO I.OSSUS

Years in W'liiel) 
Premiums Were 

! and
I a i>‘i( *s Were 

Incurred

(¡0% of Marned 
Premiums Slated 

in ( '» !. 2

TofAl.s

UMi Ht•serve for \mpai<

( 21 ) Hi•serve for unpaii

f 22 ) Total reserve fo

•III! It.il.-
si j: m

1 ...iIn M-I.lv Ii.|ih<
iii i Hj1 1 . i*. r,u<

(14)

Deduct D » s s  
Payments and 
Kxpcnso Slated 
in < 'oluinn 7

MM

Remainder
iCol. 1M lies, (\ .l  HI

If NeRnliw* Knter "(T

MM

Kstimated Heserve for 
Iaalulity Dis-ex and liiss 

P.xpenuo; C ; imi l.a -is
iC.il-- ID hii.I h»' ,1

7 3 , 4  54 4 4 , 9  79 4 5 , 8 3 1

5 3 , 5 3 6 6 4 , 9 9 8 6 7 , 4 4 7

2 4 , 3 3 5 7 4 , 8 2 9 7 8 , 5 0 4

1 5 1 , 3 1 5 1 8 4 , 8 0 9 1 9 1 , 7 8 2

e, fiist Iri-rii.ll I sum of Cols. 10 noil 10 ' / , ,  first |.oriod) 

e, second period Itolal of Col. 17)

Carry (lot (or K.ali Year 
A n . o o r . t  S i  m . l  

in Col l.'i or It,. 
W i n .  I . e v e -  I s  C o ,  P e r

■ 4 5 . S  J l  

6?,-i1 

7« , W. 

1‘, 1 .

T o t  i t  I  r . i  , , i i i , l  
I  ,  , 1 . 1 . 1  s  U .  .

1 I'l

I -1. ■ ■

t'-. l 

p i t  , 7 s :  

2 7h ..... )
.. I.. 11,71
it .-a , t t .s
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SCHEDULE r —Part 311— Development of Incurred 1.¡ability Other Than Auto Losses t 
Sums of Columns (3) anil (10), Schedule I*, I’art 111 for 1070 and Prior; Column (11), Schedule P, Part 111 for 1071 and Later.

Use Corresponding Columns for Reserve Dates Prior to 1073.

SCHEDULE P—Part 3C—Development of Incurred Compensation Losses
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SehtnUile P —Part 4I> —Comparison of Reserves for Liability Other Tiiaa Auto Losses f  \
Calendar W a r  Premium s Karnetl. Accident Year Loss and Loss K.vpense Incurred

DOLLAR S PERCEN TADD S

l£*5è* | li*09 1970 1971 1972 1973 1974 19<v!’ ! I‘H-,9 1970 ¡1971 1972 j 197.3 | 1974

l! Summary Data from Schedule P —Part IB

1 Premiums Earned

2 Loss Loss Exp Inc'd.
j 181, £73 
! 59,215

166,328
¿0 ,269

283.971
196,115

197,389
119,285

197,640 
121,033

165,224
102,309

100.0 | 100.0 j 100 0Ì 100 0:  100.0 j 100 0 i 100 0 
| 3 2 . 6 j 2 4 . 2Ì69 .1  ]60.4 ¡61.2 j 62.2

|l Loss & Loss Expense through I year

3 Paid

4 Reserve t 21 — <31
! j

17,442

22,527

24,  737 

171,678

33,389

85.896
14,235 

1 0 6 .9 9 8
24,305
78,504

; 1 ;
2 6 . 2 | 10.5 8 .7  ! 16,9 1 7 .3  1 14.7 

1 ! 1
6. 5 13 . 7 60.  5 ¡43. 5 5 4 . C 147.5

ji L o s s  & L o s s  E x p e n s e  thr ou g h 2  y e a r s  \
ii------------ !------------ 1------------ 1------------ 1------------ ---------- -— n----------- 1-----1---- 1----:---- ! ; :

5 P jid  jj j 5 4 . 5 ' . :

6 Reserve (21 —  <5^ •! J 4 t £ I 3

2 4 , 6 7 0

1 5 , 5 9 9

3 7 , 9 9 9

1 5 8 , 4 1 6

6 5 , 4 1 7  

53 , S 6 3

5 3 , 5 8 6  

67  , 4 4 7

X  X  

X  X

1 1 1 1 : 1 ! 
3 0 . 0 1  1 4 . 5 1 1 3 . 4  1 3 3 . 1  2 7 . 1  j X X  j

1 2 . 7  t 9 . 4  ! 5 5 . ? - 2 7 . 3  3 4 . 1  i X  X  !

i| L o s s  &  L o s s  E x p e n s e  t hr ou g h 3  y e a r s  j

ij j 5 5 . 5 : 6

$ Reserve 1 21 —  ( “ 1 !l j LY?

3 0 , 5 3 4

9 , 7 3 5

¿ 6 , 3 1 3  

1 5 0 , 1 0 2

7 3 , 4 5 4

¿ 5 , 8 3 1

X  X  
X  X

X  X 

X  X

3 2 . ¿ 1 1 8 . 4 1 1 6 . 3  

. 3 | 5 . 9 1 5 2 . 8

3 7 . 2  j X  X  ! X  X

2 3 . 2  I X  X  j X X  :

L o s s  & L o s s  E x p e n s e  thr ou g h 4  y e a r s

9 Paid

10 Reserve f2>— i9i
1 59,176 
1 149

3 9 , 4 3 3

8 3 6
1 2 7 , 3 5 8

6 9 , 0 5 7

X  X  

X X

X  X  
X  X

X  X  

X  X
3 2 . 6

1
2 3 . 7

. 5

I
4 4 . 8  -X X  

2 4 . 3  ! -X X

X  X  | X  X  

X  X  | X  X

|j L o s s  & L o s s  E x p e n s e  t hr ou g h 5  y e a r s

11 Paid
—  

1 59,17-, 4 0 , 2 6 9 X  X X  X X  X X  X 3 2 . 6 2 4 . 2 X X  X X X  X  i X  X

|2 Reserve ( 2 *— (11 i j 19 9 - 0 - X  X X  X X  X X  X . 1 - 0 - N x U x X  X  i X  X

I

Schedule P —Part 4C — Comparison of Reserves for Compensation Losses
Calendar Year Premiums Lamed, Accident Year Loss and Lo«*s Expense Incurred

DOLLARS____________________________________________________ I PKH CK NT Ar.KS

l! 1956 * ! 1939 1970 1971 1972 1973 1974 LViS* 1909 1970 1971 | 1972 
1

1973 1974

|[ S u m m a r y  D a t a  f ro m  S c h e d u l e  P — FVirt 2

1 Premiums Earned |j 
,2 Loss & Loss Exp. Inc’d. ¡;

1(0.0 100.0 j 100.0j lOu.üj 100.0 100.0 100(1

L o s s  & I-oss  E x p e n s e  thr oug h 1 y e a r

3 Paid

L o s s  &i L o s s  E x p e n s e  thr oug h 3  y e a r s

ii m  in  a i tf L o s s  ig L o s s  E x p e n s e  throu gh 2  y e a r s

S Pa id

5 R c^ t v o  (2  > —  <51
j j  U  IL

__________ ,__________ L
l i X X 

X  X

i X N
h i

t l Paid X  X X  X 1 I ^ T X X

5 Reserve  ( 2 •  — *7) X  X X X 1 i x  -x  ! X X

l>oss & L o s s  E x p e n s e  t hr oug h 4  y e a r s

Il Paid
[R Reserve (21 — <9*

X X 

X X

X X 
X X

X  X 
X X

X X  1 X  X  X X 

X  X j X  X X X

1* •• |j Loss L Loss Expense through 5 years
*11 Paid
|12 Reserve f 2 i —  <11»

X  Ji 
X X

X  X 
X X

X X 

X X
X  X 
X  X

X X 1 X X  
X X i X X

x x ! x x
X  X  I X X

*TS* completion of dau* for tr.« sear ts optc-r.*.. So«*. It»nr. 2 L io n  from this S  hr»lule P— Parts 1 and 2 and i» con**^*ju*nUv updMed *«ch v«**»r. ll*m « 3. 5. 7. 9 and H  »re u»aeo frr.m
’ liwitui«-* onlv Koltly ln;ur\ l-an.htv p oo r to ; *Tt the Schcdui* P-Paru I and 2 of the ye »r indicnUxi bv the hearljnc unmedjafHy above e«ch such item, and consequently do not cnan***

after once bring entered
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tiAic or
1HANSACIIÛN

1/1/7*
1 / 1 8 / 7 4
1 /IH //41/24/74
1 / 2 4 / 7 42/11/74
4 / 2 0 / 7 4
7 / 1 1 / 7 4
8/14 /74

8 / 1 9 / 7 4

8 / 3 0 / 7 4

9 / 1 6 / 7 4  
9 / 1 6 / 7 4  
9 / 2 0 / 7 4  
9 / 2 4 / 7 4  
9 / 2 7 / 7 4  
4 /  1 0/ 7 4  
1 0 / 1 4 / 7 4  
Va r l o u s

M u n i, s in i im in i  ron m i  orno in /r  o í m i MAfim'Aí.TMia ir; Ann unni inaiiic; ftu»rMNi rv i.x( iiAia.i:

SaiHIMiLH V — TKANSAtTIONS WITH A I Ï IU A T K S
(Miy he Oinilli'il In (In* tinhvi'lmll (lmh|i.in/ /bum.il r.lileimml i>f lm> nitri r.ru.illy Immimu', nlmh lile in |ln> .r.inn*

l ‘AKT l. ' l ' r a n s a i  l i o n s  b y  t h e  c o m p a n y  a n d  a n y  , i f  f i l i , i t i  i l  i n s u r e r  u h i )  a n y  a f f i l i a l e .  N o u i m u r a n e e  t r a m a i  l u m i  i u v o l v i n y ; I r a  t h a n  l/¡ o f  ¡

l i u l i i d e  u n i  a l ia s  u t i o n  t r a m a i  h u m  b a m l  i t f i t i n  g e n e r a l l y  n i i c f ' l i d  n m u i n l t n g  fn  i n i  i f d i  s, a m i

I n rm i'i.ltil lit ri Amin il .tl *lri»,rnl)

í, o  J t h e  t o t a l  a n e t i  o j  t h e  I j r g e t l  a l j i h u l ï J  i n u t n r  m u y  he  o n n t t t J  

¡ n x h h n n  t t t , u n a r t i m a .

IXPl AMAI ION Of 
IRANSACnON

C o n t r i b u t i o n  t o  S u r p l u s  
C o l  l a t e r a l  L o a n  
Co 1 1 .i t e r a  1 I .oan 
C o l l a t e r a l  L oa n  P a y m e n t  
C o l l a t e r a l  L o a n  P a y m e n t  
Co 1 1 a t e  r a  1 l .oan 
C o l l a t e r a l  L o a n  P a y m e n t  
C o l l a t e r a l  l o a n  P a y m e n t  
C o l l a t e r a l  L oa n  P a y m e n t  
S a l e  o f  2 , H00  s h a r e s  o f  Bo n k 

S e c u r  i t l o r . , I n c .  
C o n t r i b u t i o n  t o  S u r p l u s

U n s e c u r e d  Loa n 
U n s e c u r e d  Loa n 
U n s e c u r e d  L oa n  P a y m e n t  
U n s e c u r e d  l .oan P a y m e n t  
U n s e c u r e d  l .oa n Pa y m e n t  
C o n t r i b u t i o n  t o  S u r p l u s  
U n s e c u r e d  L o a n  P a y m e n t  
S a l e  o f  H25 S h a r e s  o f  Ba n k  

S e c u r i t i e s ,  I n c ,

nami: or
INjlIlltfl

See A d d it io n a l T ran sa c tion s  
on Schedule U ~ MORTGAGES 
0WIILU ( e t c . ) - Paye 18

(47
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iSl
SIAIIMl Nf 
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of scaihion

H i r a m  C.  G a r d n e r ,  I n c , 7 4 , 0 0 0 Cl  i i u l n a t  i o n  o f  a  l i a b i l i t y  ol>l i p.a c i on

S e c u r i t y  G u a r a n t y  L i f e  I n s ,  C o , 1 5 , 0 0 0 C a s h
B a n k e r s  U n i o n  L i f e  I n s ,  C o . feS ,0110 C a s h
S e c u r i t y  G u a r a n t y  L i l e  I n s .  C o ,
B a n k e r s  U n i o n  L i f e  I n s ,  C o .
T r a n s w o s t c r u  L i f *  I n s .  C o , 1 2 5 , 0 0 0 C a s h
T r a n i i w c s  t c  i n  L i f e  I n s .  Co ,
T r a n s i w e s t e r n  L i f e  I n s ,  C o , 1
T r a n s w c s t e r n  L i f e  I n s ,  C o , i

T r a n s w e s t e r n  L i f e  I n s ,  C o , 7 8 , 4 0 0 C a s h .
H i r a m  C.  G a r d n e r ,  I n c , 2 3 0 , 7 8 6 e l i m i n a t i o n  o f  a  l i a b i l i t y  o b l i g a t i o n  o l  !

1 4 3 , 9 5 6  a n d  r e c e i v a b l e  o t  B t . , 6 3 0  |
T r a n s w o a t c r u  L i f e  I n s ,  Co , 5 0 , 0 0 0 Ca st )  t
B a n k e r s  U n io n  L i f e  i n s .  C o , 2 0 0 , 0 0 0 C a s h  1
B a n k e r s  U n i o n  M í e  I n s .  C o ,
B u n k e r s  U n i o n  l i f t :  I n s .  C o .
11.n i k c r s  U n io n  U f o  I n s .  C o . 1
H i r a m  C ,  G a r d n e r ,  I n c , 1 0 0 , 0 0 0 Canl i  |
1 r a n s w e s t e r n  L i f e  I n s ,  C o . 1

S e c u r i t y  C u a r a n i y  L i f e  I n n .  C o , 

'

¡1. _____ __________________

2 3 , 1 0 0 C a s h  i

|

|

!

|

1 5 ,Ojo

t  V C  ‘ "J

2 5 , f it  n
2 5 , Hi HJ

l-O .uOO

,j ,f)\, ) 

1 1. I «-O

26 , . . .

( i n a l a n t i  i t  n r  u n t i v i  t a l i n g s  f o r  t h e  b e n e f i t  o f  a n  a f f i l i a t e  i v b i e b  r e s u l t  I n  a  c o n t i n g e n t  e x p o s u r e  o f  t l>e C o m p a n y ' s  o r  a n y  a f f i l i a t e l i  i m n r t r ' t  a s s i l s  l o  ¡ u l u l i t i  t u l  a i . d  . 1 . n u b i

Tiara
M a n a g e m e n t  a n t !  s e r r i l e  c o n t r a é i s  ¡ i n r i  a l l  c o s t  s h a r i n g  a r r a n g e m e n t s ,  o t h e r  t h a n  c o s t  a l l o c a t i o n  a r r a n g i  m e n t s  b a s e i l  n f n t n  g e n e r a l l y  a . s s / ' h d  

a c c o u n t i n g  ¡ t r i n c i f i le s ,  i n v o l v i n g  t h e  C o m p a n y  o r  a n y  a f f i l i a t i l i  i n s u r e r .  L i s t  a m t  i l e u r i b e :

I. O r g a n i z a t i o n a l  C h a r t .  A t t a c h  a c h a r t  o r  l i s t i n g  ¡ i r e i e n l i n g  t h e  i i l e n t i l i e s  o j  a m i  i n t e r r i  l a l i o m l ’i  f ' s a m o n g  a l l  a f f i l i a t e l i  i n s u r e r s  a n . I  a l l  o t h e r  a f l i h a t i i .  i d ,  n t i f  s in ^  a l l  m  , : , i , i

N o  n o n  i m o r i r  a f f i l i a l e  n e e d  h e  s h o ie i .  i f  i l s  t o t a l  assets  a r e  less t h a n  b' i "I l ' i o  “ I the t o t a l  assets  o f  t h e  l a r v i s i  a f f i l i a i ,  d  i n \ i , r , r .



íiíiíiuír sininníní íor íiie  y i fin 1 9 / 4  oe í i i e ...fWNiMACTin.i.Ks a.-<u w„oi.i:sau.ks kxu^w.k

SOIIKI)UI,K Y —  TI JANS ACTIONS WITH AI'I-'I U ATKS
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da ir nr
I MAN Al HUN

P A K T  I .  1 ‘ran t in  l i ons  hy the ¿ n n i j h i t/ y  i t m !  i i u y  a  I f i l i a / t i l  hi 

H x c l u i h '  t o s t  i.

n i M i n r  t r i l l *  a n y  a l f i / i a t r .  N o n  i t n n r a n t v  l r a n \ a t  l i o n » i n r o l i i t / t * I r a  t h a n  o f  J o f  t h v  t o t a l  aur/i o f  t i n  

i l l o c a t i o n  t r a n s a t l i o n t  b a u %  u ¡ * o n  ^ v n c r a l l y  a c t c f ' l t d  a c t  t t n n l i n ^  j n i m i j i l t  s, a m i  n i t n n r a n ( r  l r a n \ a ( t i o n s .

l a r ^ i t t  j j f i h a l t J  i n t n f t r  muy h r  t / f r i i H i  J

Ml

HriANMlHN 01 
IMAN .AI.IION

NAMI III 
INMMlI II

NAMt III
AI I II IAH! Sf AI I MINI 

_V H U I_____

avííís fticiivio irr irr.imiR

I DiSCNIfliON II

S'  I iS 11 A-. H U I l i  Hr i* 1 *■( n

W I / / / 1  
1 /  tH /  74 
I / IM///,
1/ / 4 / / 4imm
2 /1 9 / / 4
S / 2 0 / / 4
7 / 11/74
8 / 1 9 / 7 4
8 / 1 9 / 7 4

8 / 3 0 / 7 4

C o o t  r  1 t>ut I on Co S u r p l u s  
C0 l l . 1 l p i  a t  l o a n  
C ..I I m i .m .i I I oil 11
C o l l a t e r a l  L oa n  P a y m e n t  
C o l  l.Her.il I.onn  P a y m e n t  
t o  I I a l c  r n l l .o .m 
C o l l a t e r a l  L o a n  P a y m e n t  
C o l l a t e r a l  L oa n  P a y m e n t  
C o l l a t e r a l  L o a n  Pa y me n t  
S a l e  o f  2 , 8 0 0  s h a r e s  o f  B a n k  
Securities, Inc, 

C o n t r i b u t i o n  t o  S u r p l u s

9 / 1 6 / 7 4
9 / 1 6 / 7 4
9 / 2 0 / 7 4
9 / 2 9 / 7 4
9 / 2 7 / 7 4
9 / 3 0 / 7 4
1 0 / 1 9 / 7 4
Va r  i o u s

U n s e c u r e d  L oan  
U n s e c u r e d  L oa n  
U n s e c u r e d  L oa n  P a y m e n t  
U n s e c u r e d  L oa n  P a y m e n t  
U n s e c u r e d  L oa n  Pa y n:t?nt 
C o n t r i b u t i o n  t o  S u r p l u s  
U n s e c u r e d  L o a n  Pa y me n t  
S a l e  o f  M25 S h a r e s  o f  B a n k  

S e c u r i t i e s ,  I n c .

See Add¡ 
on Sched 
OUIICI) (e

I ‘A K T  2 . (iiii/rjn/e

I ’ A l i T  :(.

r:100’/.
HLt en C.
C i rdrie r 
Agency , In c ,

-.66’'..

Bnnl.e rs 
Un i on 
L i f e Co.

Management C on tra c ts  
fo r  th ree  mutual 

funds

S e c u r i t y

______ .0 0  /a_________

T r a n s w o  s t c r n

1

1
M a n u f a c t u r e r s  a n d

C 11 1 r a n  t  y L i f e

1

W h o  l  c s a l i T b

Utli

CdSll

e .’ 9 s , . a r r i  ’ V  < » * ' *

r A ,

P A K T  1. O r ^ a n i z a l i n .

In d u s try  Fund 
o f  Am erica

*----------- ----------- --------------1------------a

T ran eu es tem He r i t age
Management Fund

F uiul

,, h

T f r r
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•3 5 , 21  c 233 2 .-0
r̂u<>ni

\rwinvx>
r i i i . ' f i J

: j : ,:35

31 . r t 7

D. J,29 3

: 5 , : - 3 -Ì

C j  t  . t i  

(  '

; 3 . , r 1

foinrj.io 
Ĉ innt't th'Ut 
[V’,4«nrr 
pi,|. C.Olimpia 
perula

1 1  '1 , có  7 t U  .-L'J : i , 9-5 H  » ) . * . ;  J ' i , 1

0r*-r£tJ
11 a" -ill 397 391 (500)
Idafiu
H'.inoL.
Indiana

4n,l36

i

35,018 ,604 17,254 15,207

ions ; o . ; , 3 , 65,310 - . c  , 70 L 5 7/09 6 f 2 4 n
Kjnvis 
Kentucky 
Louisiana 
Main**

69,236
I
I
i
!

64,695 !
!:

!

48,435 169 ,320 L28, 069

Mari land
l T t H

(E>

1--------- -
>Ias<u'huM'tts
Michigan
Minnesota

I
3.298 i 3,223 | 135 (1,915) 2,829

<=■'
Mississippi i

r ------- 1 f  ^
Mit-miri I22.7S1 | 118,551 t_______; 68,269 49,547 35,007
Montana 2SO,99o 1 216,524

L t _ t J
103,247 718 ,897 591,917 L *u - iJ

Nebraska 107,924 j 90,967 60,709 27,987 83,445 •
Nevada
New Hampshire

21,373
;

20,076 24,353 (122) 2,924

New .Jersey 
New Mexico 
New York 
N'o. Carolini

58,475 56,320 j 24,058 19,078 4,291
;

No. Dakota 2,091 2 ,006 947 1,622 3,300
Ohio
Oklahoma 202,927 192 ,970

i
60,905 40,205 62,172

Oregon 
Pennsyhania 
Khixle Inland

126,150 116,732 180,961 146,553 91,393

So. Carolina 
So. Dakota 30,023 26,966

1
j . 8,609 4,8S4 20,465

Tennessee 231,225 213,233 j 21,142 40,142 17,915
Texas 149,688 135,286 | 430,175 1,102,075 743,056
I'tah 47,668 44,418 17,402 11,034

Vermont 
Virginia 
Wxih inert on 159,809 134,428 73,078 44,876 44,371
West Virginia
W isconsin .

Wyomin;
Guam
Puerto Kiro 
T- 5. Virgin Is. 
Canada

41,336 37,077 il 36,621 
![
i
1

j !

15,432 5,187 ji
i l
:i
i:
i|
s

Mexico 
Philippine Is.
Other forpin (iw aiw ) 

Surplu s l i n e s 365,365

;

243,046

'

96,242 155,062

1
53,589

|

■

*Totais 3,437,674 3.014,442 i 3,200,641 j 3,583,281 i 3,044,136

hixplanat imi of I ’.asis of Allocation of Premiums by States, etc.

-•1 p - e ' i u ' s  a l l o c a t e d  a c c o r d in g  to l o c a t i o n  o f  r i s k ,  l o c a t i o n  o f  p r i n c i p a l  c a r a g in g ,  or  l o c a t i o n  of p r i n c i p a l  o p e r a t i o n s ,  
ès t r e  case ^ay De.

Torai “v  Co'.—  <’ j n: a re*  • -r» the tout ol Co jmn (U  »0 Pan Pa£? 7 Tc:a' ?o* Column (5) to airee »*:h tne ::: j ‘ o< Column ( ] )  *n Part 3 Page S. 
Iota: C o (7/ s  * i'e f  * :n the total of Co'^mn (la )  m Pan jK . Page 9. Total tor Column (8) to agree *ntn Hen 11. Page 4



raer .ers  : a c e : ;a i : - ’ Lxcr.eutje 
( Vcnparae.ve  Baxn:.co Sheet As o,j ^ 

u*:Cc.Lor <1 ]q 7C\ -'■
” Y i :n r - 3

Total Admitted Assets

ABILITIES & SUBSCRIBERS SURPLUS

m iTIES :  
verve for  Losses

D i rect

( Assumed 
erve for Loss Expense . . .

I $ 948^70.8*4 ! $2! 6̂ 9 I9Ö8

earned Premiums ............................. .
is Prepaid Acquisition Expenses....
:rued Expenses & Taxes .....................
lerai Income T a x .......... .....................

oved Honey..........................................

uec Interest Payable............... .

plus -Deposits'Refundable to Subs..

rowed Premiums Refundab le . . . ..........

ed Reins. Balances Payab le . * . . . . . . .
tingent Commission Reserve. . . . . . . .

rued Hgrat. Fees Payable . . . . . . . . . . .

authorized Reinsurance.......................
e r : A 5 5 y rp p R ̂  [ q $ q r q q q q . B a 1. a n ce s . P â y a 1 e 

erve- for Unpresented Drafts

Total L ia b i l i t i e s

■SCRIBERS SURPLUS-NET BASIS

'scribers Deposits .........................

tributed Surplus ...........................

ity in U PR .......................................

ned Surplus (De f ic it )  .................

Total  Subscribers Surplus.

Tota l  L i a b i l i t i e s  and
Subscribers Su rp lu s . . . .

) Equity as above...............................
( Tota l  Subscribers Surplus...

(CROSS BASIS)

6 6 3 p 8 * > . 7 2 ‘

63475.27
3 8209 ̂ .32 

5 P 9 5 . 1 5  
• 0 -

h6 Ì . 9 217

0-..
0-

26Ì09.06 

- 0 -  

26895.25 

19630.16 

327.77 

919.*4 *4) 

267.75 
80*4.08 

*458.80

1*45

(199
12

25*4

87

875

(3

(I

$

268
221

*417

927

9*48

78*4.81

916.2*4

006.26

- 0 -

236.k7)

313.97)

C U R R E N T Y E A R P R I 0 R \ E A R

CEIS Decerneer 31, December 5

1975 197 -t

nds 0 Amortized ............................. . $ 922' *411.50 Si' bOJ+ C3 7
:cks: Preferred 0 MarLet. . * ............ - 0 - 1 70 305

Common 0 Harket ...................... -0- 90 266
rtgage Loans ......................................... - 0 - 100 000

75 <(25.63 , 6 183

rtificates of Deposit....................... . -0- - 0 -

:miuu3 Receivable -  Current............. ( I lo 2 ^5 . 0 9 ) 5*43 535
cesiums Receivable -  Deferred......... - 0 - -0-
-mds Held By Ceding Reinsurers......... 1 31 *4 8 2 . 1 7 172 753
¡Ins- Recoverable on Paid Losses . . . . *48 5 9 8 . 1 1 1 1 1 058

crued Investment Income..................... 25 U17.*40 j 52 099
,pr; Due from Hiram C. Gardner. Inc. (73 5 7 8 .9 3 ) 7*4 235
eon Security Transactions - ° - 2 *437

Total Assets
1 OIS 1 1 0 . 7 9

!
2 727 572.

>s: Assets Not Admitted ! 70 ¡639.95 i.

r<-\
C

OL/\

$1' 090 
667
183 
717 

(2 1  ̂
70

52

263

71

(19
12
*40

19

G $ b .

7*0. 
771. 
75*4. 
919. 
510.
_ Q _

- 0 -

379.

- 0 -

U3. 
328. 

6 2b. 

*45*4.
267.;

Î903. Í 

886.1

2 96*4

(2

1025.I

286 759-
221 *006.;

21*4 3 I9. 8

036

*470.8*4

¡(31*4 ¡037 .

i* Í P T P ----
]S 0j 92 7 ! 3U-97)

$2 6*49 I988.

21*4 49 I9 ."6 
fS !T5z 0 i55 ] • j

I !
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11.1 llll L lie L u r u  

Comparativi' ili_.it 
A s o f

r

-i and l.'liu 1 _ s<i l a r  I n d e m n i t y  Exchange 
orient o f  Opera t ions  and Carned  Surplus  

9 e c u r.; b c r j 1__________ 19

IPERATICNS STATEMENT

C U K R E M T Y E A R P R I O R  Y E A R

For the 
Month

JJanuary 1,19751 For the 
1 to i Month

January
to

1 - - - - - ■“ t*-— —■ ~ -*■ - — •---- - . 1m==* -fcv
fimium INCOME ll

ross Premiums Written ..................... $ (235 1 1 7 .7 6 ) 51 296 >29.25 y i1
7 3 5 519 •

P r e m i u m s  Ceded ................................... ( 1 3 620.97)] 575 152.80 '! 920 315.

Set Premiums Written .......................... 220 496.79)j 7 2 2 076.95 a i 1 815 603 •

(In)Decrease in Unearned ................ 266 3 8 6 .Mi | 7 1 2 659.58 J 1 (165 265.

Jet Premiums Earned .......................... . 1 55 889. 65 1 •1535 736.03 j j
1 670 3 3 Ò..

SEDUCTIONS
tosses  Incurred ................................. .. (68 121.83) 1 953 085.52 1 801 293.

oss Expenses Incurred ........................ (5 982.18) 165 557.77 115 020. ‘

i n a g e m e n t  Fees .................................. (56 569.23) 183 852.58 620 223 .

»amissions & Brokerage ............... "(1¡7" 69K25)"j 7 u 352.33 X37°~757*.

ther Underwriting Expenses ............ 1 13 966.61 500 3^3 . 91* 531 987.-

Total Deductions ............................... (122 892.88). 2 "SoT 192.20 J i ¿90 / ó 7 •

Underwriting Income (Loss) ............ 168 782.53 (1 371 956.17»!
i
i (1 020 528 M.

¡VESTMENTS

vestment Income • • « • • • • • « • # • • • • • • 5 2)5.16 . MJ 873.89 . 1 • * 195 955.1

Investment Expenses 1 ncl V
i “

1 nc l .
V . V . * 1 nc 1 .

her Income . . .  Ĉ 2iP.e.nAe.O . . . . . . . . . . 291.5) •CIS 202,3.5) | 1 52 156.;

ccme (Loss)from Operations ............ 175 238.20 
Ì ’

[ 0 297* 785.27)I ( 7 8 3 3 2 8 . :

t  Realized Capital Gain (Loss) . . .

1\
-0- 1 (568 780.25)1 ( 378 8 5 6 . c

t Income (Loss) .............................. 175 2 3 8 . 2 0 (1 866 525.52) < 1
(1 158 136.1

■¡»vision, for Federal Income Taxes . >0 - -0“ !i - 0 -

i lization of Tax Loss Carry-Forward
-------
- 0 - - 0 - 1 - 0 -

atutory Net Income (Loss) ............

1

175 2 3 8 .20 1. 866 5 2 5 .^2 )

1

! ! $( 1531 1 6 6 . 2

UPLUS STATEMENT “NET BASIS
i
p

1
1 $ ¡528

i

9 5 7 . 3 6 ) u
¡1

■ 1 
1 
1 5' 580 6 8 2 . 5

f i a n c e  (Def ic it )  @ Jan.l  ........ l--^

rjpywcf* ¡1̂
‘ ■.*■—*-

"(3 IV 0 3 7 .8 7 ) r ~80Ì ’8 3 5 . 7

iatutory Net Income (Lo ss ) ..............
st Unrealized Capital Gain (Loss) . 
in) Decrease in Nonadmitted Assets. 
n)Decrease in Unauthorized Reins. 
fe)Increase in Contributed Surplus 
•e)Increase in Subscribers Deposits 
le)Increase in Equity UPR (Co lo . ) .
(le)Increase in Surplus.....................
lance (De f ic i t )  y 12/31/75

** GROSS BASIS 

fidcrwriting Ratios: 

s (To Earned) .................................

)s Exp on °c-s (To Earned) .............
|> A Co.vans. (To Written) ............

r U nc i. E :.p . (To W r i t  tern) . . . . . .
Coiiipo y. \ 11 .......................................

i.
1 . | 0 866 5 2 5 . 3 2 )
'j 1 879 068.po
1 1 2 6 983.82
li i - 0 -  I
'1 1 
1 1

1 9
1 i - 0 -  ; 1

lj—- — 1 — (I? 862-.V1-) —

1 ! S (216 919.89)

(1 153
(279
(17
(6

6o6

—(52
(5

1Ó6.2
232.7
955.9
290.3
785-7
-952-.-
633.

j  (l! 613 ’276.50) 

ZU H o i 927 ¡313.97)

,!(1 I 1151 673. 1 

1(31^1037-^1$

i *
(1 927 313.97)

135.63* 
11.55* 

51.16* 

55-55*

** I
1$ (528 957.3

1C7.& 
6.8 

j 13.5. 

. ‘29.3

263.57 i 157.5

ro
 r

o



EXHIBIT C-I\

StUt

I
1' ' r! nr¿•̂ < wr iiL i J-mx; .o
nt o f  Ocerati

■y V/iIOLiaoiAjjCji'iG
sns as o f  December 31, 1976

Premium Income
Gross Premiums Written 

Premiums Ceded 
Net Premiums V/ritten

( I n ) Derease in Unearned 
Net Premiums Earned

Deductions
Losses Incurred 
Loss Expense Incurred 
Management Fees 
Operating Expenses

S a la r ies  & Employee B ene fits  
Outside Serv ices 
Taxes, Licenses & Fees 
Rent
Expense A l io ca t  i on 
In te r e s t  Expense 
Miscellaneous Expenses 
Claim Expense 

To ta l Deductions

Underwriting Income (Loss)

Investments
Investment Income

Investment Expense 
Miscellaneous Income 
•Net Investment Income

NET INCOME (LOSS)

Year to
Docomber Late

if»
■*> ~0-

( 5 , fi7 1.02 )
$ 18,0 32.20 

(?  ,7” 3. 30)
$

br—
\

IT\ 12 ,21(3.90% -n- -0 -
$ (5 ,171.02 )  . $ 12 ,218.90

$ 253,537.73 
29,071.57 

-0-

6 ,092.18 
1,716.76 

3J4 5.36
1, o ia . 50 

( 5 ,036.67) 
1 ,602.03 
1 ,399.26 

( 616.07)

$ 217,608.16 
31+ ,100.82 

(298.25)

57,696.26 
109,812.3U 
1 ,016.12 
1 ,981.10 

(69,107.53) 
58,109.99 
16,302.03 

121,229.69
$ 288,739.69 $ .738,809.37

$ (291+ ,210.71) $(726,560.17)

$ 1 ,592.23 $ (26,181.79)
i n c l . i n c l .
635.06 1 ,085.10

$ 2,227.29 $" "(22,099.39)

$(291,983.1i2) $(7><8/>59.B6)
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, a->_< ̂  r Au * a i t  a . . .

iq;,jidati:;j balajicl: : 

DECEDER 31, 1976

■ iU  i  ^

r.A’T
1 A a - 1 i.-v. < u  :

ASSETS

'ponds § Market Value 8~2t-76 

Sash -  Century Bank le Trus t

"ash -  F i r s t  n a t i o n a l  o f  Topeka 

C e r t i f i c a t e s  o f  Denosit

Treasury B i l l s  

Premiums Recoverab le

ess:  Reserve  f o r  U n co l l e c ted  Accounts

Accrued Investment Income

urni ture  F ix tu res  

J)ue from F a c u l t a t i v e  Reinsurers

T o t a l  Assets

LIABILITIES

Reserve f o r  Unpaid Losses -  Net

.■2... Premiums _ Refundable
12,

7

Rese_rve_ for_Unpresentcd Draft3_ ... 

Accrued Expenses & Premium Taxes

•I --fM I

35 ,OUl. :  50;

( 3 0  1 0 0 0 , 00 y

^,167

216

6 7 3 . 
- r  1-

82

t I

.5 [payrol l  Taxes _

:6 [Reserve f o r  Loss Expense 

7 [Due to: Fac u l t a t i v e  Reinsurers____________________

Accounts Payable  

!
9 [Assumed Reinsurance: Reserve for Unpaid Losses

i|
10 Reserve f o r  Unearned Premium

773.-178

19 {2 6 7 . !78 ji 

• >2 5 7 . !70 1

■1

1961,051.55'.' 

7 6 7 6 7 0 . 6c
i

.103*,155.225 
_150^000^0C 

173,205• 50

* I ■
^¡ ,071.;  50 

. l l l oHl. i7
i I

1 j,5 0 0 . j 00

2 0 OB11. 90

681 ,700.' 75!

2 0 8 ¿0 7 6 . [ 2 7

i___

1-0-

$ ,7q;

_11 !^cnt_ingent_ Commiss ion

.12 jpccounts Payable :  Net o f  Funds Held $127 ,9 6 7 .6 5

!i
1! T o ta l  L i a b i l i t i e s

577

5

36

!- H ...
I I

, 6 7 2 .; 181.

7 2 2 . !89  |j 

0 9 5 . , 15  J 
112. 8l

21,7 j,6oi 7 o:

1 1 7 9 [ 8 8 6 . 36 ü I !
1-------  i---- i— 1| !

i ! r 1 7 9 5 : 3 1 7 21.;

!| 3,717 ,150. 79'
i! I I i

SURPLUS . . . 1 : 1 .

Subscr ibers  Deposit 

(pontribution C e r t i f i c a t e s

Accrued In t e r e s t

Accounts Rece ivab le :  'ICG, Inc.

Earned Surplus -  D e f i c i t

$1 ,221,006.26
87 ,519.05 

( 232 ,7p7.6(~> )

i 268,970. :U3 u
! 1 ■ liI i-
i !i
i j • ’j

1 , 0 7 3 , 1 2 0 .  62*;

(7 ,077 ,511. 39)

! ,11 :i

i it

Tot.ai Surplus - Def ic it i ( 2 ,7 33 , 7r>0. }7>

Tot ' i i  Surplus h L i a b i l i t i e s

N'i'L’E: ’.-5 L i ab i l i t i e s  is due Policyholders A Taxes

6-8 L i a b i l i t i e s  is due Reinsurers À Others 
1 2 L i a b i l i t i e s  is due Ass amp 1 ^Un^ i f pnr .1

(OU , mo. 7s:

Paval' ! c
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( « a g a n v u C T H

The company may pay for the loss in m oney or may repair or replace 
he automobile or such part thereof, as aforesaid, or m ay return any 
¡tolen property with paym ent for any resu ltant damage thereto at any 
ime before the loss is paid or the property is so replaced, or m ay take 
ill or such part of the autom obile at the agreed or appraised value but 
here shall be no abandonm ent to the com pany.

15. Automatic Reinstatem ent—Coverages D, E, F, G, H and I: W h e n  
he automobile is damaged, w hether or not such dam age is covered 
under this policy, the liab ility  of the com pany shall be reduced by the 
imount of such damage until repairs have been com pleted, but shall 
hen attach as originally w ritten  w ith ou t additional prem ium .

6. Payment for Loss; A ction A g a inst C om pany—Coverages D, E, F, G,
I, I and J :  Payment for loss m ay not be required nor shall action lie 
gainst the company unless, as a condition precedent thereto, the 
amed insured shall have fu lly  com p lied  w ith  all the terms of this policy 
or until thirty days after proof of loss is filed  and the am ount of loss is 
letermined as provided in this policy.
7. No Benefit to Ba ilee—Coverages D, E, F, G, H , I and J ;  T he
isurance afforded by this po licy  shall not enure d irectly or ind irectly 
; the benefit of any carrier or bailee liab le for loss to the automobile.
8. Assistance and Cooperation of the Insu red—Coverages A , B, D, E,
, G, H, I and J :  The insured shall cooperate w ith the com pany and, 
pen the com pany's request, shall a ttend  hearings and trials and shall 
isist in effecting  settlements, securing and g iv ing  evidence, obtain ing 
'e attendance of witnesses and in the conduct of suits. The insured 
'ail not, except at his own cost, vo lu n ta rily  m ake any paym ent, assume 
ny obligation or incur any expense other than for such immediate 
redicaI and surgical re lief to others as shall be im perative at the time 
' accident.

9. Subrogation—Coverages A , B, D, E, F, G, H , I and J :  In the event 
I any paym ent under this policy, the com pany shall be subrogated to 
I the insured 's rights of recovery therefor against any person or or- 
ar.ization and the insured shall execute and deliver instrum ents and 
apers and do whatever else is necessary to secure such rights. The 
fsured shall do nothing after loss to prejud ice  such rights.

0. Other Insu rance—Coverages A , B , D, E, F, G, H, I and J :  If  the
■sured has other insurance against a loss covered by this policy the 
wipany shall not be liable under this policy for a greater proportion 
such loss than the applicable lim it of liab ility  stated in the declara- 

ons bears to the total applicab le lim it of liab ility  o f all valid  and 
illectible insurance against such loss; provided, however, .under cov- 
rages A  and  B the insurance w ith  respect to tem porary substitute 
automobiles under Insuring A g reem en t IV  or other autom obiles under 
nsuring A g reem en t V  shall be excess insurance over any other valid  
<id co llectib le insurance. /
II. O ther Insu rance—Coverage C : U n d e r d ivision 1 of coverage C, 
’e insurance w ith respect to tem porary substitute automobiles under 
'Suring A g re em e n t IV  or o ther autom obiles under Insuring Agree- 
’ent V  shall be excess insurance over any other valid and co llectib le 
jtomobile m edical paym ents insurance.

Under d iv is ion  2 of coverage C , the insurance shall be excess over 
,ny other va lid  and co llectib le autom ob ile  m edical paym ents insurance 
■‘¿ilabie to an insured under any other policy.
T. Changes: N otice  to any agent or know ledge possessed by any 
‘lent or by' any  other person shall not e ffe ct a waiver or a change in 
ty part of th is policy or estop the com pany from asserting any right 
rider the term s of this policy; nor shall the terms of this policy be 
•lived or changed , except by endorsem ent issued to form a part of 
!"s policy.
■3. A ss ig nm en t: A ssignm ent of interest under this policy shall not 
cud the co m p an y  until its consent is endorsed hereon; if, however, tin. 
irncd insu red  -.hall J ie ,  tins policy shall cover H ■ the nam ed m ,u ied 's  
Ouse, if a residen t of the same household at the time of such death,

IN  W IT N E S S  W H E R E O F ,  
hr A ttc rn e y - in  rac t, at

(

and legal representative as named insureds, and (2 ) under coverages A  
and B, subject otherw ise to the provisions of Insuring Agreem ent I II ,  
any person having proper temporary custody of the automobile, as an 
insured, and under d ivision I of coverage C wh ile  the automobile is 
used by such person, until the appointm ent and qualification of such 
legal representative; provided that notice of cancelation addressed to 
the insured named in Item  I of the declarations and m ailed to the 
address shown in this policy shall be su ffic ient notice to effect can ­
celation of this policy.
24. Cancelation : Th is policy may be canceled by the named insured 
by surrender thereof to the com pany or any of its authorized agents or 
by m ailing to the com pany written notice stating when thereafter the 
cancelation shall be e ffective . Th is policy may be canceled by the com ­
pany by m ailing  to the named insured at the address shown in this 
policy written notice stating when not less than ten days thereafter 
such cancelation shall be e ffective . The m ailing of notice as aforesaid 
shall be su ffic ient proof of notice. The time of the surrender or the 
e ffective  date and hour of cancelation stated in the notice shall become 
the end of the policy period. D elivery of such w ritten  notice either by 
the named insured or by the com pany shall be equ iva len t to mailing.

If the named insured cancels, earned prem ium shall be computed in 
accordance w ith  the custom ary short rate table and procedure. If the 
company cancels, earned prem ium shall be com puted pro rata. P re ­
mium adjustm ent may be made either at the time cancelation is 
effected  or as soon as practicable after cancelation becomes effective, 
but paym ent or tender of unearned prem ium is not a condition of 
cancelation.
25. Purposes of Use: (a) The term "p leasure  and business" is defined 
as personal, pleasure, fam ily and business use. (b> The term "c o m ­
m erc ia l" is defined as use principally in the business occupation of the 
named insured as stated in the declarations, including occasional use 
for personal, pleasure, fam ily and other business purposes. (cl Use of 
the automobile for the purposes stated includes the leading and u n ­
loading thereof.
26. Terms of Policy Conformed to S tatu te : Term s of this policy 
w hich are in conflict w ith  the statutes of the State w here in  this policy 
is issued are hereby amended to conform to such statutes.
27. Declarations: By acceptance of th is .p o licy  the nam ed insured 
agrees that the statements in the declarations are his agreements and 
representations, that this policy is issued in reliance upon the truth of 
such representations and that this policy embodies all agreements 
existing betw een him self and the company or 3ny of its agents relating

__to this insurance.
j 28. Reciprocals— Special Definitions and Provisions— Plan of Oper- 
j ation: W h e re ve r the words "p o lic y ,"  " in su re d ,'' "co m p an y ,"  and 
j "p re m iu m " occur herein they shall be taken and construed to mean 
t "co n tra c t,”  "su b sc r ib e r,"  "R ecip ro ca l or Inter-Insurance Exchange ," 
[ and "d e p o s it ,"  respectively.

j This policy is issued, as a Reciprocal Exchange, by H iram  C. 
’ Gardner, Inc. as Attorney-in-Fact for M anu factu re rs  and W ho lesa lers 
; Indem nity Exchange in-accordance with the powers vested in it by an 
’• agreement, executed by the subscribers.

L im it of L iab ility : The liab ility of each member of this Exchange is 
lim ited to, and by its A rtic les  of Agreem ent fixed and determ ined to 
be, the deposit prem ium  or paid prem ium ; and the m em ber by accep t­
ing rhis policy, assumes a contingent liab ility  not exceeding the amount 
of deposit prem ium  or prem ium named in the policy, which amount 
shall not exceed one annual prem ium.

Partic ipation: The insured is hy virtue of this policy a m em ber of the 
Exchange, subject to the A rtic les of Agreem ent, reference to winch is 
had and shall be entitled  to such unabsorbed prem ium  cr d ividend as 
may be declared by the advisory com m ittee, subject, however, to 
approval in accordance with the provision^ ot the Texas Insurance 
Code of 1951, as amended.

Exchange have caused these presents to be signed by 
entutive of the Exchange.

H IR A M  C. G A R D N E R . IN C ., Attorney-in-Fccf,

the subscribers at M anu factu rers and W h o lesa le rs  Indem nity 
iv e r , Colorado, anrj countersigned by a duly authorized repres



)
fl/maintenance gf UNDERLYING INSURANT '

¡1 3 const.on of this policy that the pshcv or policies referred to m t> ?
attopU.ed “ Schedule cf Underlying Insurances" shall l\> m3=r.tair.ed n  full 
erect durr? foe currency of tms pciicv except for onv reduction cf toe 
agr/crate limit or limits contained therein solely hy pa.^er.t of clams ,n 
respect cf accidents ana, or occurrences see rr 1 r^ Curing toe period cf tius 
policy. Failure of the Insured to comply w>:n the forrr.oir.»: s'r.3il not invalidate 
trus policy but in the event of $ucn failure, tne Ccmoanv snail only be hanip 
to tne same extent as they would have ccen had the Insured complied with 
the said condition.
RECIPROCALS—SPECIAL DEFINITIONS ANO PROVISIONS—PLAN OF OPERATION 
Wherever the words ''policy." "insured." "company." and 'premium" occur

( I PV’>! T1 ir> ^.0
m ]-d csnsv.ea to n * j n  contract

C , - r
: .psertber.h?'en  \her seal1 fee ,a*.

"F.eciprccal or Inter ir.sararce Lien w e . "  and "deposit." respect..«'«*. 
Subscr.Pers hereat arp mauiduais. padne'shics. a~d cotpo-atm.rs * “1 cn H .e  
each executed an agreement, np*ecy made a cart hereof, w-cn vests in 
H.’.P.AV. C CAROMP. ifiC . herein cai.ed attnrrry.' power to iss.e t*.is pc>-cr 
far them, wmtn is issued to the suoscruer named rerem m *is*in;e tor. 
and m consideration at. indemnity «xtcmmd by h to other s-.oss’.Pers. and 
each subscriber s ccaurrent l idihtr shut be I mited in the ntn-er »«pressed 
in his executed ap/eerrmnt. which liability, incfudin?. tr.e amount cf deposit 
premium, shall not exceed cr» ldddionil Croosit premium as stated m me 
pnney, and the subscriber 'nail be entitled to a return cf j .I SO<in;s 
calculated m accordance with the terms and conditions ot s-.cn executed 
agreement referred to.

IN WITNESS WHEREOF, the subscribers at Manufacturers and Wholesalers Indemnity Exchanre have caused these presents to be signed by their Attorney in-Foct. 
Denver, Colorado, and countersigned on the Declarations page by a duly authorized representative of the bchange.

HIRAM C. GARDNER, INC.. Attorney-m-Foct.

President

Form H-SOO 
2/71



Certificate of

ASSESSMENT LIABILITY REINSURANCE
By Authority of Master Agreement in the Name of 

MANUFACTURERS AND WHOLESALERS INDEMNITY EXCHANGE
This is to certify that there has beerr purchased, from Underwriters at Lloyd's. London, for 

the holder of this Policy, Reinsurance providing reimbursement for assessment in accordance with 
the terms and conditions of the Master Agreement No. R-59SS5 on fde with Manufacturers and 
Wholesalers Indemnity Exchange up to an amount equal to one annual premium provided that 
the Manufacturers and Wholesalers Indemnity Exchange shall have sustained losses from insured 
perils, during the twelve months immediately preceding the date of assessment, in excess of its 
earned premium income during the same period.

This Reinsurance is issued during the term of M & W Policy No FA"3 VS$‘9........................
and may not be cancelled prior to the natural expiration date of said policy unless thirty (30) 
days advance notice is given the Insured.

The effective period of this Certificate shall be 

from 2Ath day of

to the 2^th day of

HIRAM C. GARDNER, INC,

Authoriz ed i l r u e i t n ' . a t n q

August 19 73

August 19
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IN THE DISTRICT COURT

IN AND FOR THE CITY AND COUNTY OF DENVER 

STATE OF COLORADO

C i v i l  A c t io n  No. C-60234, Courtroom 6

J. RICHARD BARNES, as )
Commissioner: o f  Insurance )
o f  the S ta te  o f  Co lo rado ,  )

)
P l a i n t i f f ,  ) O R D E R

)
v s . )

)
MANUFACTURERS AND WHOLESALERS )
INDEMNITY EXCHANGE, )

)
Defendant.  )

Th is  matter having come on b e fo r e  the Court upon 

the v e r i f i e d  Motion o f  the R ece iv e r  o f  Manufacturers and 

W ho lesa le rs  Indemnity Exchange ("M & W") fo r  an order 

approv ing  assessment, and the Court having heard the 

s ta tem ents  o f  counse l  and having cons idered  the Motion, i t s .  

e x h i b i t s ,  and the Memorandum o f  Law in i t s  support,  the 

Court f in d s  th a t :

1. For each y e a r ,  1974 and 1975, M & Vi incurred

excess  l o s s e s  w i th in  the meaning o f  the powers o f  a t to rn ey  

executed by the subscr ibers  o f  M & W; *

2. The R ece iv e r  i s  au thor ized  by the powers o f  

a t t o r n e y  to  l e v y  an assessment o f  up to one annual premium 

per p o l i c y  a ga in s t  each subscr iber  o f  M & Wwhose p o l i c y  was 

in  f o r c e  a t  any time during the years  1974 or 1975. For 

t h i s  purpose, each ex ten s ion  or renewal o f  an e x i s t in g  

p o l i c y  i s  a separa te  p o l i c y ,  w ith  a separate- assessment 

l i a b i l i t y  o f  one annual premium; and

3. I t  i s  both necessary  and reasonable  tha t  the 

R e c e iv e r  l e v y  such an assessment aga ins t  each subscr iber  o f  

M & W who had any p o l i c y  or p o l i c i e s  in fo r c e  at  any time 

a f t e r  December 31, 1973 in an amount equal to a l l  premiums 

earned a f t e r  December 31, 1973 under such p o l i c i e s ,  up to 

one annual premium per p o l i c y .



>>

IT IS THEREFORE ORDERED:

(1 )  That such an assessment is  hereby approved 

and the R ec e iv e r  i s  au th o r iz ed  to l e v y  an assessment a ga in s t  

each su b sc r ib e r  o f  M & w who had a p o l i c y  o f  insurance in 

f o r c e  a t  any time a f t e r  December 31, 1973 in an amount equal 

to a l l  premiums earned under such p o l i c i e s  a f t e r  December 

31, 1973, up to one annual premium per p o l i c y  and ex tens ion  

or renewal t h e r e o f ;

(2 )  That the d e c la r ed  dates  o f  the assessment 

s h a l l  be December 31, 1974, and December 15, 1975;

(3 )  That the R ec e iv e r  i s  au thor ized  to g i v e  

n o t i c e  to each su b sc r ib e r  so assessed oy mai l ing  a N o t i c e  o f  

Assessment o f  a form a ttached  here to  as E xh ib i t  A, whose 

terms a re  approved and made a pa r t  o f  th is  Order;

(4 )  That the sending o f  such N o t ic e  s h a l l  

c o n s t i t u t e  the l e v y  o f  assessment ;

(5 )  That the R ec e iv e r  i s  au thor ized  to e n fo r c e ,  

s e t t l e ,  or compromise the assessment o f  any or a l l  

su b s c r ib e r s ;

(6 )  That the R ece iv e r  may-engage l e g a l  counsel
i

and f i l e  c i v i l  a c t ion s  a ga in s t  any subscr iber  who f a i l s  to 

pay the assessment w i th in  t h i r t y  days o f  the r e c e ip t  o f  th is  

N o t i c e ;  and

(7 )  That the expense o f  such e f f o r t s  and a c t i o n s ,  

in c lu d in g  a reasonab le  a t t o r n e y ' s  f e e ,  s h a l l  be g i v e n  

p r i o r i t y  as an a d m in is t r a t i v e  expense in the d i s t r i b u t i o n  o f  

the a s s e t s  o f  M & W.
/V ¿ ¿ I

Done in open Court th i s  / day- o f  February,

1977 .

- 2



EXHIBIT F
Filed in District Court
City & County of Denver, Colo.

IN THE DISTRICT COURT IN AND FOR THE M A R  1 0  13/7 
CITY AND COUNTY OF DENVER 

STATE OF COLORADO 

No. C-60284, Courtroom No. 6

*  CLERK

J. RICHARD BARNES, as Commissioner ) 
of Insurance o f the State o f )
Colorado, )

)
P la in t i f f ,  )

)
v s . )

)
MANUFACTURERS AND WHOLESALERS )
INDEMNITY EXCHANGE, )

)
Defendant. )

MOTION FOR APPROVAL 
OF AMENDED NOTICE 

OF ASSESSMENT

The Receiver moves the Court to approve an amended 

Notice o f Court Ordered Assessment, a copy of which is  attached 

to this Motion, to be substituted for the o rig ina l Notice o f 

Assessment approved by the Court's Order entered February 7, 

1977. As grounds fo r the Motion the Receiver states that:

(1) The Amended Notice has a format which more 

easily  permits a computerized printout of the information 

about the assessment;

(2) The Amended Notice conveys more information to 

the subscribers about the basis o f their assessment;

(3) For these reasons, the Amended Notice w i l l ,  in 

the Receiver’ s opinion, reduce the expense o f the assessment

to M & W and w i l l  increase compliance by the subscribers to the 

assessment.

||

It

Dated March 10, 1977

J. RICHARD BARNES, as Commissioner 
of Insurance of the State of 
Colorado, and Statutory Receiver
o f  Manufacturers and Wholesalers
Indemnity E

By
W. H. 0 'Bryan^/Special Deputy 
Commissionerfpf Insurance for 
the State of^Colorado

/



IRELAND, STAPLETON, PRYOR & HOLMES

PROFESSIONAL CORPORATION^ 

By t J L tL u A .

W ilbur M. P r y o r ,  J r . ( (
A t to rneys  f o r  J. Richarc^jdarnes , as 
Commissioner o f  Insurance o f  the 
S ta te  o f  Co lorado and S ta tu to r y  
R ec e iv e r  o f  Manufacturers and Whole­
s a l e r s  Indemnity Exchange,
W. H. O 'Bryan, S p e c ia l  Deputy Comm­
i s s i o n e r  o f  Insurance f o r  the  S ta te  
o f  Co lorado

STATE OF COLORADO )
) SS

CITY AND COUNTY OF DENVER )

W. H. O 'Bryan, hav ing been f i r s t  duly sworn upon 
oath , deposes and says th a t  he has read the above and f o r e ­
go ing  Motion f o r  Approva l  o f  Amended N o t i c e  o f  Assessment and

O R D E R

The fo r e g o in g  v e r i f i e d  Motion i s  hereby approved.

IT  IS THEREFORE ORDERED AND DECREED That the (amended) 

N o t i c e  o f  Court Ordered Assessment h ere to  a ttached i s  hereby 

a u th o r i z ed ,  r a t i f i e d  and approved.

Done in  open Court March , 1977.

District Court
Citv & County of Denver, Colo.
Certified to be a full, true and correU 
copy ot the original in my custody.

m a r  1 0  1 9 7 7
_ . JAMES D. THOMAS
Court ^  ol th!, DilUl« c?urt

BY THE COURT:

; /

Judge

- 2 -

Oeputy Clerk.

,/L . /
:-a /
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, J M Q ! !C E  O F  C O U R T  O R D E R E D  A S S E S S M E N T

T O . P o licyh o ld ers  (Subscribers) o f  M an u fac tu rers  and W holesalers In d e m n ity  Exchange  
whose insurance polic ies p ro v id ed  coverage a t any  tim e  a fte r  D ecem ber 3 1 ,1 9 7 3 .

By C o u rt O rd e r, y o u  are h e reb y  assessed and d irected  to  pay to  the  Receiver th e  a m o u n t  
shown in th e  b o x  b e lo w :

r n AMOUNT DUE

L J

Your assessment is based upon the following:
POLICY

NUMBER
EFFECTIVE

MO-YR
EXR RATION 

MO-YR
POLICY

PREMIUM
ALLOCAT
1974

ION FOR 
1975

t o t a l  a s s e s sm e n t  >

Make check payable to: 
RECEIVER, M & W

Mail the payment to:
RECEIVER, MANUFACTURERS 
& WHOLESALERS INDEMNITY 
EXCHANGE
6265 EAST EVANS AVENUE 
DENVER, COLORADO 80222

ASSESSMENT EQUALS THE 
AMOUNT OF PREMIUM ON 
YOUR POLICIES ALLOCATED 
TO CALENDAR YEARS 1974 
AND 1975 AS SHOWN.

FAILURE TO PAY THIS 
ASSESSMENT MAY RESULT 
IN APPROPRIATE COLLECTION 
PROCEDURES.



IN TilK DISTRICT COURT- 

ID AMD FOR THF CITY /HID COUNTY OF DENVER 

AMD STATE OF COLORADO 

C i v i l  A c t i o n  No. C-60284, Courtroom 6

J. RICHARD BARNES, as Commies.! on or  )
o f  Insurance o f  the  S ta t e  o f  C o lo rad o ,  )

)
P l a i n t i f f ,  )

)
v s . )

)
MANUFACTURERS AND WHOLESALERS INDEMNITY ) 
EXCHANGE, )

)
De fendant ,  )

)
RICHARDSON LUMBER COMPANY, a C o lo rado  )
c o r p o r a t i o n ,  )

)
A p p1i  c a n t  f o r  ) 
I n t e r v e n t i o n .  )

)

NOTICE TO SET FOR 

FORTHWITH HEARING

TO: J. R ichard  Barnes ,  Commissioner o f  Insurance  o f  the  S ta t e
o f  C o lo ra d o ,  as R e c e i v e r  o f  M&V7 and h i s  a t t o r n e y s  o f  
r e c o r d ,  I r e l a n d ,  S t a p l e t o n ,  P r y o r  & Holmes:

PLEASE TAKE NOTICE th a t  on Monday, A p r i l  25, 1977 a t  

the hour o f  8:45 A . M . , o r  as soon t h e r e a f t e r  as counse l  may be 

heard ,  the  unders igned  w i l l  appear in  the D i s t r i c t  Court in  

and f o r  th e  C i t y  and County o f  Denver, Courtroom 6, t o  s e t  

th e  above meitter f o r  f o r t h w i t h  h ea r in g  on A p p l i c a n t ' s  Motion 

t o  I n t e r v e n e ,  a t  which t im e  and p la c e  you may be p r e s e n t  i f  you 

so d e s i r e .

/attorney f or^Æppll e a n t  f o r  I n t e r v e n t i o n  
1000 Cap.ito l L i f e  Center  
Denver, Co lorado  80203 
861-1100



y ì )

i n  t in -: d i s t a i c i  cocat

IN AND FOR THE CITY AND CODEC I OF DENVER 

AND STATE O? COLORADO 

C i v i l  A c t i o n  No. C - G0-214 , Courtroom 6

J. RICHARD BARNES’», as Commi s s :i quo r )
o f  Insurance  o f  the S t a t e  o f  C o lo ra d o ,  )

)
P l a i n t i f f ,  )

)
v s . )

)
MANUFACTURERS AND WHOLESALERS INDENNITÀ ) 
EXCHANGE, )

)
De fendant ,  )

)
RICHARDSON LUMBER COMPANY, a Co lo rado  )
c o r p o r a t i o n ,  )

)
A p p l i c a n t  f o r  ) 
I n t e r v e n t i o n .  )

.______» _ )

MOTION TO INTERVENE

COMES» NOW the  D e fe n d a n t , R ichardson Lumber Company • 

(R ic h a rd s on ) ,  by and through i t s  a t t o r n e y ,  Edward C. Epp ich ,  and 

moves f o r  l e a v e  t o  i n t e r v e n e  in  t h i s  a c t i o n  in  o r d e r  t o  a s s e r t  

d e f e n s e s ,  d e n i a l s  and p r o t e s t s  to  the  assessment o rd e r e d  in  the

a b o v e -c a p t io n e d  m a t te r  as s e t  f o r t h  in  i t s  proposed A nsw e r , D e n ia l  

and P r o t e s t  o f  Assessment,  a copy o f  which i s  h e r e t o  a t t a c h e d ,  and 

as grounds t h e r e f o r ,  shows unto the Court :

1. A n o t i c e  o f  c o u r t  o rd e red  assessment was r e c e i v e d  

by R ichardson  on March 28, 1977, a copy c f  which i s  a t ta c h e d  t o  

the proposed  Answer, Denied and P r o t e s t .

2. By o rd e r  o f  t h i s  Court en te red  February 7, 1977, th e  

R e c e i v e r  was a u th o r i z e d ,  i n t e r  a l i a :

a. t o  a u th o r i z e  ar: assessment a g a in s t  each 

subscr ibe } :  o f  NAN;

b. g i v e  n o t i c e  t o  each s u b s c r ib e r ;  and

c .  t o  e n f o r c e ,  s e t t l e  o r  compromise the  

assessment o f  any o r  a l l  s u b s c r ib e r s .



3. The: p r e d i c c i  i.o f o r e t h a t  t h e  D e i  one! rev ’..,

McîW, wan cìcc ia  rod i n s o l v e n t  ¿uk l a i n t i f f  h e re in  lice: a me the

Receiver and as such he is citte: k ; to  r e c o v e r  assessments f o r

the b e n e f i t  o f  c r e d i t o r s . .

4. A c o n f l i c t  erf . in t e r e s t  t h e r e f o r e  e x i s t s  between M&V7 

and the R e c e i v e r  on the  one: hand because they  a re  a t t e m p t in g  t o

a t tem pt ing  t o  c o n t e s t  the  a sses  s a n t . • R ie  li ¿i r  d s o n t  li e r  e f o r e  i s  n o t  

r e p re s e n te d  a d e q u a te l y  as contemn I  a t e d  by Rule 2 4 o f  the  Co lo rado  

Rules o f  C i v i l  P r o c e d u re .

5. The r e c e i v e r s h i p  p ro s e ed in g  i s  a p rop e r  forum in  

which t o  l i t i g a t e  th e  i s s u e s .

c o l l e c t  assessments  from the s u b s c r ib e r s  f o r  the  b e n e f i t  o f  c r e d i t o r s

and R ichardson  who i s  a s u b s c r ib e r  on the o th e r  hand because he i s

WHEREFORE, i t  i s  prayed: as a f o r e s a i d .

Attorney-: f o r  A p p l i c a n t  f o r  I n t e r v e n t i o n  
1000 C a p i t o l  L i f e  C en te r  
Denver, Co lo rado  80203 
801-1100

ADDRESS OF INTERVENOR :

Pos t  O f f i c e  Box 16327 
Denver, C o lo rad o  80216



IN TUE DIETUICT COUNT

IN .AND FOR THE CITY A U D  COUNTY OF DENVER 

AND STATE OF COLORADO'

C i v i 1 A c t  ion  N o . C -60284, Courtroom 6

J. RICHARD BARNES, its Commissioner )
o f  In su ran ce  o f  the  S ta t e  o f  C o lo rado ,  )

)
P 3 .a in t i . f f ,  )

)
v s . )

)
MANUFACTURERS AND WHOLESALEES INDEMNITY )
EXCHANGE, ) ANSWER, DENIAL-AND

)
D e fe r  ant ,  ) PROTEST OF ASSESSMENT

RICHARDSON LUMBER COMPANY, a C o lo rado  )
c o r  p o r  a t  :i. on, )

)
‘ A p p l i c a n t  f o r  )

I n t e r  ven t i o n .  )
)

COMES NOW Richardson Lumber Company (R ichardson )  by 

and through  i t s  a t t o r n e y ,  Edward C. Eppich, and f o r  i t s  answer,  

d e n i a l  and p r o t e s t  t o  the  Assessment,  a l l e g e s ,  a v e r s  and s t a t e s  

as f o l l o w s :

1. R ichardson i s  a c o r p o r a t i o n  du ly  a u th o r i z e d  and 

e x i s t i n g  unden: and by v i r t u e  o f  the  laws o f  the  S t i i t e  o f  C o lo ra d o .

2. On o r  about March 27 , .1977 , R ichardson r e c e i v e d  a 

N o t i c e  o f  Assessment ( N o t i c e ) ,  a copy o f . w h i c h ' i s  h e r e t o  a t ta ch ed  

as E x h i b i t  A and in c o r p o r a t e d  by r e f e r e n c e .

3. The amount, v a l i d i t y  and p r o p r i e t y  o f  . the assessment 

i s  d en ied  and p r o t e s t e d  f o r  the fo3.low.ing r e a s o n s :

a. R ichardson i s  w i thou t  knowledge and in fo r m a t i o n  

s u f f i c i e n t  t o  form a b e l i e f  as t o  whether  i t  had an 

agreement and power o f  a t t o rn e y  w i th  Hiram C. Gardner 

I n c , ,  as a l l e g e d  in the N o t i c e  and t h e r e f o r e  d e n ie s  

the same. In the a l t e r n a t i v e ,  i f  th e r e  be such an 

agreement, the assessment and procedure  th e reu n der  i s  

v i o l a t i v e  t h e r e o f  and not  in accordance w i th  th e  .law.



. JM

b. Under the p r o v i s i o n s  o f  the  C o lo ra d o  S ta tu t e s  

1 n c j e n a r;a 1 (a n d a p e c  i  f l e a  11 y , C . R . S . 1 9 7 3 10 - 1 - 10 3 ,

th e  In su rance  Commissionor has a mandatory duty t o  

assu re  the s o lv e n c y  o f  ¿ i l l  insurance  companies. 

Upon in fo r m a t i o n  and b e l i e f  and thus the  f a c t s  a re  

a l l e g e d  t o  be th¿it the  Insurance Commissioner was 

aware th a t  M&V7 d id  not  have r e s e r v e s  which were 

l e g a l l y  s u f f i c i e n t  long  p r i o r  to December o f  1975 

when he t e rm in a te d  sa id  . p o l i c i e s  and t h e r e f o r e :

1. Any a c t s  o f  Mfb subsequent t o  the  da te  

when the  Insurance  Commissioner f i r s t  became 

awcire t h a t  the  r e s e r v e s  were l e g a l l y  in  suit- ' 

f i c i e n t  were u l t r a  v i r e s  and t o  the  e x t e n t  

t h a t  th e  same has in c rea se d  R ic h a rd s o n 's  

exposure  as a l l e g e d  in  the  assessm ent ,  the  

same i s  v o i d .

2. By f a i l i n g  t o  t e rm in a te  a l l  p o l i c i e s  and 

re voke  the  C e r t i f i c a t e  o f  /authority  t o  do 

Business  o f  M&V7, any r i g h t  o f  assessment has 

been wa ived  and the R e c e i v e r  i s  e s topped  to  

a s s e r t  the  Scime a t  t h i s  t im e .

3. The f a i l u r e  o f  the  Insurance  Commissioner 

t o  so a c t  has r e s u l t e d  in  the  f a i l u r e  t o  

m i t i g a t e  danuiges.

c .  The amount o f  the  assessment i s  e x c e s s i v e  and 

unreasonab le  because i t  does not  i n c lu d e  a l l  r e l e ­

van t  f a c t o r s  in c lu d in g  but not  l i m i t e d  t o  o th e r  

a v a i l a b l e  funds t o  pay c la im s ,  i . e . ,  o th e r  a v a i l ­

ab le  excess  insurance  and r e in su ran ce .

d. The assessment i s  barred  by the  d o c t r i n e  o f  

l a c h e s .

e.  The assessment .is barred  by the  p r o v i s i o n s  o f

C .R .S .  1973 10-12, e t  sec . and C .R .S .  1973 10-13,

e t  s e q .



>

f .  The assossmc:. t ; in:: i:i the nature  o f  pe 

o r  f o r f o i t n r c 1 i s  :.arrc;6 by the ]>rov.i5;ion:.; o f  

1973, 13-00-101.

g.  The R e c e i v e r  and ::bb e re  not  tl ie p rope r  

t o  a p p ly  f o r  o r  r rh o  an assessment.

WHEREFORE, R ichardson e-rays t e a t  the  assessment 

f o r  naught,  t h a t  judgment be e n t e r e d  ir. R ich a rd s on ’ s f a v o r  

the same, and t h a t  i t  be awarded i t s  c a s t s ,  and such o th e r  

and d i f f e r e n t  r e l i e f  as t o  th e  Court r.ay seem ju s t  in the

ru i l ty

c . r  . .g.

parties

be held 

■ dismissing 

, further 

promises.‘

4
n t e r v e n t i o n
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(0: Policynoldors (Subscribers) of Manufacturers and Wholesalers Indemnity Exchange 
wiioso insurance) policies provided coverage at any time after Dscon.-her 31, 1073,

By Court Order, you are hereby assessed and directed to pay to the Receiver the amount 
shown in the box below:

r ~l
Richardnon Lumber 
P. 0. Box 16327’ 
Denver, CO 80216

L J

POLICY
mum:; an

Your assessment is based upon the follo.vinq:
PPLCTiVli
MO-Yr;

cxn;:A‘<:c.v policy 
rao-vn pulmium

ALLOCATION ion
10/:»

40-118484 
60-118393 
60-119358 
A018651 
50-131284

5-76
1-76

12-76
5-73
5-74

5-75
1-75

12-75
5-76
5-75

11,967
817
820

10,496
179

6,981
749

4,373
104

4,986
68

820

75

AMOUNT DUE 
$18,156.00

Make check payable to: 
RECEIVER, M & W • ■

Mail the payrnenl to:
I {£ C61V!: I;, MAN U f-ACTU R E 0S 
&. W HOLESALERS INDEMNITY 
EXCHANGE
6265 EAST EVANS AVENUE 
DENVER, COLORADO 80222

ASSESSMEN T’ EQUALS THE 
AMOUNT Or PREMIUM ON 
YOUR POLICIES ALLOCATED 
TO CALENDAR YEARS 1076 
AND 1075 AS SHOWN.

FAILURE TO PAY THIS 
ASSESSME NT MAY R ESULT 
IN APPROPRIATE COLLECTION 
PROCEDURES.



W O T i C E  O F  C O U T ì T  O R O D  A  S O  E S S  ¡VI S W T

i 0. Policynoxlors (Sensei ibors) or Manufacturers and Wholesalers Indemnity Exchange 
whoso insurance policies provided covorayo at any time after D scon: bar 31, 1973.

By Court Order, you are hereby 
shown in the box below:

assessed end-directed to pay to tiro Receiver the amount

Ri ch a r cl g o n Lu irli e r 
P. 0. Box 16327 
Denver, CO 80216

1

L J

P O L IC Y
numclh

A0-11848A
40-118393
40-119358
A018651
50-131284

Vour assessment is based upon the follo.vine:
E F F E C T  IV  ;i 

M O - Y H

5-74
1-74

12-74
5-73
5-74

axnu;Y«:c..v
raovn

5-75
1-75

12-75
5-74
5-75

POLICY
PiU iM iU .V !

11,967
817
820

10,496
179

A L L O C A T IO N  5-0a  
10/4 1

6,981
749

4,373
104

4,986
68

820

75

A M O U N T  D U H  
$18,156.00

Make check payable to: 
RECEIVER, t'A & VV •

Moil the pay men 1 to:
R E C EIV E I {, MA MU EACTU ft E R S 
fit WHOLESALERS INDEMNITY 
EXCHANGE
6235 EAST EVANS AVENUE 
DENVER, COLORADO 80222

ASSESSMENT EQUALS THE 
AMOUNT Or PREMIUM ON 
YOUR POLICIES ALLOCATED 
TO GA1.END/Hi YEARS 107-1 
AND 1076 AS SHOWN.

FAILURE TO PAY THIS 
ASSE SS M H NT M AY li E SU LT 
IN APPROPRIATE COLLECTION 
PROCEDURES.

E X H IB IT  A



This assessment is due and pay e within-thirty (30) days from the date of this
Notice.

Manufacturers enei Wholesalers Indemnity Exchange is presently in receivership 
proceedings in the Denver, Colorado District Court, State of.Colorado. (J. Diehard

Wholr.phrs Indemnity• Exchange, Civil Action No. C-S03C4, Courtroom 6, in the 
Diatiict Couit in and for the City and Comity of Denver and State of Colorado.)

entered February 7, 1077, to pay excess losses of the Exchange, as authorized by 
your agreement and power of attorney with Hiram C. Gardner, Inc., attorney-in-fact 
and manager of the Exchange.

> The amount of your assessment is equal to all premiums which were earned 
after December 31, 1973 on your policies of insurance with Manufacture»:; and 
Whob alors Indemnity Exchange, up to one annual'pre.jiium per policy.

The full amount of your assessment must be paid and may riot be reduced by 
any amount which you may claim, or believe that Manufacturers arid Wholesalers 
Indemnity Exchange owes you for any reason, including claims under your insurance 
policies or claims for unearned premiums paid to the Exchange. •.

Dated at Denver, Colorado, xMarch__23____________ ,1977.

J. Richard Barnes, as 
Commissioner of Insurance of 
the State of Colorado, Receiver 
of Manufacturers and Wholesalers 
Indemnity Exchange ....  .

’ puly
. ....... e for
the State of Colorado •p1 - .-

SEE IMPORTANT MESSAGE ON REVERSE SIDE

i

p.
y
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a c c e p t a n c e  r j  s e p v i  t e

C op ies  o f  lei chardson 1 r- Mo hi on t o  In t e r v e n e  ; Answer , 

Pen ia l  and P ro  tens t  o f  A ssessm en t ; and K e f  i c e  to  Set f o r  F o r th w i th  

Hearing were s e r v e d  upon J. R ichard Rarn.es, Commissioner o f  I n s u r ­

ance o f  th e  S t a t e  o f  C o lo ra d o ,  an Eecoivv-r o f  1-H<V7 and h i s  a t t o r n e y  

o f  r e c o r d ,  I r e l a n d ,  S t a p l e t o n ,  P ryo r  & Holmes, by d e l i v e r i n g  the 

same t o  th e  o f f i c e s  o f  I r e l a n d ,  S ta p l e t o n ,  P ryo r  & Holmes a t  

1700 Broadway, S u i t e  2017, Denver, C o lo rado ,  on t h i s  21st  day o f  

A p r i l ,  1977.

I P D, STAPLETON, PRYOR fi HOLMES



IN THE DISTRICT COURT

IN AMD FOR THE CITY AND COUNTY OF DENVER

AMD STATE OF COLORADO

C i v i l  A c t i o n  No. C-602S4, Courtroom 6

J. RICHARD BARNES, as Commissioner )
o f  Insurance o f  the  S ta t e  o f  C o lo ra d o ,  )

)
P l a i n t i f f , )

)
v s . )

)
MANUFACTURERS AND WHOLESALERS INDEMNITY ) MOTION FOR RECONSIDERATION
EXCHANGE, ) AND TO STRIKE ANSWER, DENIAL,

) AND PROTEST OF ASSESSMENT 
D e f e n d a n t , )

)
RICHARDSON LUMBER COMPANY, a C o lo rado  )
c o rp o ra t io n ,  )

)
A p p l i c a n t  f o r )
I n t e r v e n t i o n .)

P l a i n t i f f  moves the  Court  t o  r e c o n s id e r  i t s  Order 

g ran t in g  l e a v e  to  in t e r v e n e  to  R ichardson  Lumber Company and 

moves the  Court t o  s t r i k e  the Answer, D e n ia l  and P r o t e s t  o f  

Assessment f i l e d  by Richardson Lumber Company.

Grounds f o r  t h i s  motion a re  th a t  R ichardson Lumber 

Company does no t  have a r i g h t  to  i n t e r v e n e  under Rule 2 4 ( a ) ; 

tha t  i n t e r v e n t i o n  w i l l  unduly d e la y  and p r e ju d i c e  the a d ju d ic a t io n  

o f  the  r i g h t s  o f  the  o r i g i n a l  p a r t i e s  t o  t h i s  a c t i o n ;  th a t  

Richardson Lumber Company has not  com p l ied  w i th  Rule 2 4 ( c ) ;  and 

tha t  the  case  law r e l i e d  upon by R ichardson  Lumber Company i s  

not a p p l i c a b l e  to  C o lo ra d o 's  Rule 24.

These grounds w i l l  be s e t  ou t  more f u l l y  in  a memorandum 

o f  law in  support  o f  t h i s  motion which w i l l  be f i l e d  w i th in  ten 

days o f  t h i s  motion as requ ired  by l o c a l  r u l e ,  and in  no event  

l a t e r  than two days b e fo r e  the da te  on which t h i s  motion i s  

s e t  f o r  h ea r ing .

Dated = : ^  'A   ̂ / " ) '! ''/ __________- 1 " j —*
IRELAND, STAPLETON, PRYOR & HOLMES 

PROFESSIONAL CORPORATION 
K e n n e t h  L. S ta r r  (246)
S idney  W. DeLong (5722)

/
A tto rneys  f o r  Defendarfrt 
1700 Broadway, Suite  2017 
Denver, Colorado 80290
(303) 825-4400
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IN AND FOR THE CITY AND COUNTY OF DENVER

AND STATE OF COLORADO

C i v i l  A c t i o n  No. C-60234, Courtroom 6

J. RICHARD BARNES, as Commissioner )
o f  Insurance o f  the S ta te  o f  Co lo rado ,  )

)
P l a i n t i f f , )

IN  THE DISTRICT COURT

v s .

MANUFACTURERS AND WHOLESALERS INDEMNITY ) 
EXCHANGE, )

)
D e fendan t , )

)
RICHARDSON LUMBER COMPANY, a Co lorado  ) 
c o rp o ra t io n ,  )

)
A p p l i c a n t  f o r )  
I n t e r v e n t i o n . )

NOTICE TO SET

TO: Edward C. Eppich, a t t o rn e y  f o r  a p p l i c a n t  f o r  in t e r v e n t i o n :

PLEASE TAKE NOTICE th a t  on Tuesday, A p r i l  26, 1977, 

a t  the  hour o f  8:45 A .M .,  o r  as soon t h e r e a f t e r  as counse l  

may be heard, the  unders igned w i l l  appear in  the D i s t r i c t  

Court in  and f o r  the C i t y  and County o f  Denver, Courtroom 6, 

to  s e t  the  above m atter  f o r  hear ing  on D e fendant 's  Motion f o r  

R econ s id e ra t ion  and to  S t r ik e  Answer, D en ia l ,  and P r o t e s t  o f  

Assessment, a t  which t ime and p la c e  you may be presen t  i f  you 

so d e s i r e .

IRELAND, STAPLETON, PRYOR & HOLMES, 
PROFESSIONAL CORPORATION 
Kenneth L. S ta r r  (246)
Sidney W. DeLong (5722)

By a  )  , _____________
A t t o r n e y s  f o r  Defend^nrtr "

1700 Broadway, Su ite  2017 
Denver, Colorado 80290 
(303) 825-4400

CERTIFICATE OF HAND DELIVERY

I  hereby c e r t i f y  th a t  on t h i s  i/ ^ dav o f  A p r i l ,
1977 a t ru e  and c o r r e c t  copy o f  the f o r e g o in g  N o t ic e  to  Set 
was hand d e l i v e r e d  t o  Edward C. Eppich, 1000 C a p i to l  L i f e  
Cen te r ,  Denver, Co lorado 80203.

i



IN AND FOR THE CITY AND COUNTY OF DENVER 

STATE OF COLORADO

C i v i l  A c t ion  No. C-60284, Courtroom 6

J. RICHARD BARNES, as Commissioner ) 
o f  Insurance o f  the S ta t e  o f  )
Co lorado ,

P l a i n t i f f ,  

v .

MANUFACTURERS AND WHOLESALERS 
INDEMNITY EXCHANGE,

Defendant,

RICHARDSON LUMBER COMPANY, a 
Co lorado co rp o ra t io n ,

A p p l i c a n t  f o r  
I n t e r v e n t i o n .

P l a i n t i f f  submits t h i s  Memorandum in  Support o f  

h is  Mot ion  For R ec on s id e ra t ion  o f  the A p p l i c a t i o n  o f 

R ichardson Lumber Company to  in te rven e  in these p roceed ings ,  

and to  s t r i k e  the Answer, Den ia l  and P r o t e s t  o f  Assessment.

PRELIMINARY STATEMENT

Important to  an understanding o f  the argument to  

f o l l o w  i s  a rev iew  o f  the s ta tus o f  th is  a c t ion  and the 

nature o f  the C o u r t ’ s Order approving the assessment which 

is  the su b jec t  o f  th i s  d isp u te .  The only p lead ing  which has 

been f i l e d  in th is  a c t ion  is  the Complaint f i l e d  on 

November 26, 1975. In  that  Complaint, P l a i n t i f f  requested 

th a t  M & W be dec lared  in s o lv e n t  and sought an Order 

appo in t ing  P l a i n t i f f  as R ec e iv e r  o f  M & W as requ ired  by 

Co lorado  law. On December 1, 1975 the Court issued an Order 

appo in t ing  P l a i n t i f f  as R ec e iv e r  and d i r e c t in g  him to

per form the  R e c e i v e r ' s  d u t i e s .  These included marshal l ing
1

the a ss e ts  o f  M & W.

S ince a major asse t  of M & W i s  i t s  contract  r i g h t  

to assess  i t s  subscr ibers  under the terms o f th e i r  power o f

THE DISTRICT COURT

MEMORANDUM OF LAW 
IN SUPPORT OF 
RECEIVER'S MOTION FOR 
RECONSIDERATION AND TO 
STRIKE, ANSWER, DENIAL 
AND PROTEST OF ASSESSMENT

a t to rn ey  and p o l i c i e s ,  the R ece iv e r  moved the Court f o r  an



Oraer approving an assessment o f one annualized premium per 

p o l i c y  a g a in s t  a l l  p o l i c y h o ld e r s  o f M & W whose p o l i c i e s  

were m  e f f e c t  during 1974 and 1975. Th is  Motion was 

supported by the A f f i d a v i t  of W i l l iam  H. O'Bryan, Spec ia l  

Deputy Commissioner o f  Insurance f o r  the S ta te  o f  Co lorado 

act ing  f o r  the Commissioner as R e c e i v e r ,  and by v e r i f i e d  

e x h ib i t s  showing the con t rac tu a l  bas is  o f  the assessment and 

the f i n a n c i a l  c o n d i t i o n  o f  M & W. On February 7, 1977 th i s  

Court en te red  an Order f in d in g  tha t  the proposed assessment 

was necessary to M & W, reasonab le  in amount, and v a l i d ,  and 

d i r e c t i n g  the R e c e i v e r  to make the assessment.

The R e c e iv e r  has obeyed the Court Order. A l l  of 

the p o l i c y h o ld e r s  des ignated  in the Motion to Assess have 

been mailed N o t i c e s  o f  Assessment. Some of them have paid 

the assessment, and the R ec e iv e r  i s  prepar ing to  sue those 

who have not .

A l s o ,  the  R e c e iv e r  has f i l e d  an ac t ion  aga ins t  the 

Underwr iters  at  L l o y d ' s  o f  London to  re cove r  assessment 

l i a b i l i t y  re insurance  under a p o l i c y  in which L lo y d 's  agreed 

to  insure some o f  the su b sc r ib e r s '  l i a b i l i t y  to assessment. 

In i t s  p resen t  pos tu re ,  t h i s  a c t ion  has no motion pending.

In t e r v e n t i o n  to attack the assessment should be 

denied because:

(1 )  A su b sc r ib e r  to an in te r insurance  exchange 

has no l e g a l l y  p r o t e c t a b l e  i n t e r e s t  in the de term inat ion  to 

l e v y  an assessment, e i t h e r  b e fo re  or  a f t e r  r e c e i v e r s h ip  

p r o c e e d in g s ;

(2 )  The C ou r t 's  Order Approving Assessment did 

not a f f e c t  any r i g h t s  o f  the A pp l ican t ;

(3 )  The A p p l i c a n t ' s  a ttack on the assessment is  

unt im ely ,  s ince  the assessment has taken p lace  and 

A p p l i c a n t ' s  time to appeal from the order  complained o f  has 

a lready  exp ired ;

(4 )  The a p p l i c a t i o n  to  in te rvene  is

j u r i s d i c t i o n a l l y  d e f e c t i v e  because i t  i s  not accompanied by
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a p lead ing  as e xp re ss ly  requ ired  by C .R .C.P .  Rule 2 4 ( c ) ;

(5 )  The I l l i n o i s  cases r e l i e d  upon by A p p l ican t  

are in a p p l i c a b l e  because they are premised upon a procedural  

ru le  of i n t e r v e n t i o n  which omits the requirement o f f i l i n g  a 

p lead ing ,  a requirement mandated in Colorado under Rule 

2 4 ( c ) .

ARGUMENT

I

THE COURT'S ORDER APPROVING ASSESSMENT DID NOT AFFECT ANY 
PROTECTABLE INTEREST OF RICHARDSON LUMBER COMPANY.

Here i s  what happened in the Order complained o f :  

Normally  an assessment in a r e c ip r o c a l  company i s  l e v i e d  as 

prov ided  in the s u b s c r ib e r ' s  agreement, e . g . , by the 

d i r e c t o r s  o r ,  in  M & W's case, by the Finance Committee. I f  

i t  i s  l e v i e d  in th i s  way, i t  has a presumption o f v a l i d i t y .  

See Couch On Insurance (2d. Ed. )  §30:111. And the o p e ra t i v e  

act  o f  assess ing  i s  a p re co n d i t io n  to a su b sc r ib e r 's  

l i a b i l i t y ,  as f o r  example formal demand may be necessary to 

o the r  forms o f  c on t rac t  l i a b i l i t y .

When a r e c ip r o c a l  i s  in r e c e i v e r s h ip ,  the Court, 

through the r e c e i v e r ,  has the power form er ly  possessed by 

the management to  l e vy  the assessment. Couch, supra, §30:85 

and cases c i t e d  th e r e in .  What the R ece iv e r  sought, and what 

the Court here ordered ,  was simply a formal e x e r c i s e  o f  that  

d e te rm in a t ion  to assess and au tho r i ty  to make the demand.

The R e c e iv e r  presented  the Court w ith  the evidence o f 

M & W's f i n a n c i a l  c on d i t ion  as a bas is  f o r  th is  

d e te rm in a t ion .  The f in d in g s  o f n e c e s s i t y ,  reasonableness ,  

and v a l i d i t y  were the kinds o f  matters the Finance Committee 

would cons ide r ,  in  i t s  d i s c r e t i o n ,  in  determining to  make a 

normal assessment.

Richardson Lumber Company had no contrac tua l  r i g h t  

to p a r t i c i p a t e  in the Finance Committee 's d i s c r e t io n a ry  

d e te rm in a t ion  to assess wh i le  M & W l i v e d  and could not 

l e g a l l y  impede that  de term inat ion  by in junct ion  or o ther
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remedy. Mor does Richardson have a p ro t e c ta b le  i n t e r e s t  in 

in te rv en in g  in the C o u r t 's  analogous de term inat ion  in 

r e c e i v e r s h ip .  The C o u r t 's  approval o f  the assessment is 

e n t i t l e d  to  no more and no le s s  presumption of v a l i d i t y  than 

that o f  a Finance Committee 's  or co rpo ra te  board, and does 

not p r e ju d ic e  any r i g h t  tha t  Richardson Lumber Company had 

b e fo r e  r e c e i v e r s h ip .

The I l l i n o i s  courts  in the cases A pp l ican t  c i t e s  

not only proceeded under a much broader in te r v e n t io n  ru le ,  

they misapprehended the nature o f  an assessment o rder  and 

confused the o rde r  approving the assessment with  a "judgment 

o r d e r " .  276 N.E.2d 116. The Order approving assessment is  

not a judgment. I f  i t  were a judgment, r i g h t s  to appeal the 

judgment would have exp ired  in t h i r t y  days, o r  upon a 

showing o f  excusable n e g l e c t ,  s i x t y  days. C.A.R. 4 ( a ) .  

A p p l i c a n t  w i l l  su re ly  complain that  i t  could not lo se  th is  

r i g h t  to  appeal s in c e  i t  did not know o f  the order .  But the 

f u l l  answer to A p p l i c a n t ' s  complaint i s  that  i f  A p p l i c a n t ' s  

l e g a l  r i g h t s  have been determined e*_ p a r t e  by the Court,  

A p p l i c a n t  has a f u l l  panoply o f  due process defenses to  any 

a c t i o n  to  en fo rce  the assessment which r e l i e s  on any 

purported  ex p a r t e  a d ju d ica t ion  o f  A p p l i c a n t ' s  l e g a l  r i g h t s .  

Thus in t e r v e n t i o n  here i s  not necessary.

The h y p o th e t i c a l  does not apply ,  o f  course, 

because the Order approving assessment is  not a judgment 

b ind ing  any absent p a r ty .  I t  i s  no more a judgment aga ins t  

Richardson than a Finance Committee 's ac t ion  approving and 

l e v y in g  an assessment, o r  a r e c e i v e r s h ip  c o u r t 's  order  

a u th o r i z in g  a r e c e i v e r  to make demand on a demand note,  and 

has no more e f f e c t  on A p p l i c a n t ' s  l e g a l  r i g h t s  than e i t h e r .  

The C o u r t ' s  Order approving the assessment merely gave the 

same presumptive v a l i d i t y  to the R e c e i v e r ' s  l e vy  o f  the 

assessment which would be g iven  to the le vy  o f  an assessment 

by the Finance Committee o f  M & W in  the ordinary course o f 

i t s  business.  A su bsc r ib e r  to the Exchange does not have
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3 s SG s sine nt p rocess .  And Rule 24(a )  iis  l im i t e d  to cases in

which the in te r v e n e r  has "a s i g n i f i c a n t  p r o te c ta b le

in t e r e s t "  in  the p roper ty  o r  t ransac t ion  which is  the

subject  o f  the a c t i o n .  Donaldson v. United S ta tes ,  400 U.S. 

517, 532 (1971).  The l e v y  o f  assessment is  o r d in a r i l y  an 

ac t ion  in which the subscr ibers  have no say. Thus, they do 

not have a p r o t e c t a b l e  i n t e r e s t  in the d e c is ion  to assess.

An e f f o r t  to  stop the act  o f  assessment should be as l e g a l l y  

f u t i l e  as t r y in g  t o  stop a demand on a demand note.

THE APPLICATION FOR INTERVENTION SHOULD BE DENIED 
OR STRICKEN BECAUSE THE INTERVENTION IS NOT TIMELY.

Even assuming tha t  the p lead ing  requirements were 

s a t i s f i e d  by Richardson Lumber Company's papers, and 

assuming fu r t h e r  tha t  the f in d in g s  made by the Court in i t s  

Order o f  December 1, 1975 o r  March 7, 1977, ad jud ica ted  

f a c t s  which would a f f e c t  a p r o t e c t a b l e  i n t e r e s t  of 

Richardson Lumber Company, n e v e r th e le s s  Richardson Lumber 

Company's A p p l i c a t i o n  to In te rvene  i s  not t im e ly  and should 

be den ied .

bound by t h i s  C o u r t 's  f ind ings  that  M & W i s  in so lv en t ,  and 

tha t  the assessment i s  necessary ,  reasonable  and v a l i d .  I t  

claims tha t  case law suggests  that  i t  may be c o n c lu s iv e ly  

prec luded from con tes t in g  those issues i f  and when the 

R e c e iv e r  sues Richardson Lumber Company to  c o l l e c t  the 

assessment, o r  tha t  i t  w i l l  have the burden o f  proo f  to  show 

th a t  such f in d in gs  are in e r r o r  in such a proceed ing .  Even 

assuming t h i s  is  t rue ,  however, Richardson Lumber Company's 

a t tack  on those f in d in g s  comes too l a t e  in these proceedings 

to be t im e ly  e i t h e r  in a t e ch n ica l  sense or in a p r a c t i c a l  

s e n s e .

untimely because, i f  they do c o n s t i tu t e  f i n a l  judgments

I I

Richardson Lumber Company cla ims tha t  i t  may be

The a t tack  on these f in d in gs  is  t e c h n ic a l l y
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o indm g Richardson Lamb or Company in some way as i t  argues, 

the time to r  appeal from these judgments has exp ired .  "The 

in te r v e n o r  is  only g i v e n  the same r i g h t  to appeal as that 

possessed by o r i g i n a l  p a r t i e s . "  3B Moore's Federal 

P r a c t i c e  *,[24.15, 24-573. A l a t e  in te rven o r  may not impeach 

p r i o r  orders  and ev idence  which has been taken and is  

prevented  from r a i s in g  issues  which are more p roper ly  ra ised  

a t  an e a r l y  s tage  of the p roceed ings .  I b i d . 24-523;

§2 4.16 [5] .

The motion i s  a lso  t e c h n i c a l l y  untimely because 

the assessment has been l e v i e d .  I t  i s  the assessment which 

t r i g g e r s  the su b s c r ib e r s '  l i a b i l i t y  under t h e i r  agreement. 

Any attempt to  s e t  tha t  assessment as ide  now, whether in 

these  or separa te  p roceed ings ,  i s  a c o l l a t e r a l  a t tack ,  and 

un t im e ly .

An in te r v e n o r  must take the issues and the s ta t e  

o f  p roceed ings  as he f inds  them. In the ins tan t  case, even 

i f  Richardson Lumber Company would have had a r i g h t  to  

in te r v e n e  in these proceed ings  to con tes t  the f ind ings  of 

the Court in approving the assessment, i t  no longer  has that 

r i g h t .  The proposed in t e r v e n t i o n  c o n s t i tu t e s  ju s t  as much a 

c o l l a t e r a l  a t tack  on those f in d in gs  as i t  would i f  ra ised  in 

a separa te  law su i t .

I f  the requirement o f  time l im i t s  i s  not observed 

the  p a r t i e s  to  a lav; s u i t  w i l l  never know whether orders and 

judgments entered  in that  s u i t  ever  become f i n a l l y  b inding 

upon them, because o f the p o s s i b i l i t y  o f  an untimely 

i n t e r v e n t i o n  by a th i rd  p a r ty .

Th is  leads to  the po in t  tha t  the in te r v e n t io n  is  

a l s o  untimely  as a p r a c t i c a l  matter .  The R ece ive r  has, on 

b e h a l f  o f  the c r e d i t o r s  o f  M & W, r e l i e d  upon the f i n a l i t y  

o f  the Orders of the Court noted above. I t  has taken steps 

to  l i q u id a t e  M & W's asse ts  and has conducted the 

R e c e iv e r s h ip  f o r  over  one yea r .  I t  has expended time and 

money in r e s o l v in g  the a f f a i r s  o f  the Rece ive rsh ip .  At
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issue d the

those N o t i c e s .  I t  has f i l e d  a Complaint aga inst  Lloyd

London to r e c o v e r  ass sment l i a b i l i t y  re insurance proceeds.

To re-open the ques t ions  r e so lv ed  by the C ou r t 's  prev ious 

orders would p r e ju d i c e  c r e d i t o r s  o f  M & W because M & W's 

assets  have been expended in r e l i a n c e  upon those o rders .

a R e c e iv e r  o f  an in s o l v e n t  r e c ip r o c a l  exchange g i v e  n o t ic e  

to the su bsc r ib e rs  tha t  he is  go ing to  seek to  assess them. 

On the c o n t ra r y ,  the case law c i t e d  to  the Court in the 

R e c e i v e r ' s  Motion f o r  Approva l  o f  Assessment holds that  

subscr ibers  are not necessary p a r t i e s  to such a f in d in g  and 

th a t  they are  bound by the R e c e i v e r ' s  determ inations and the 

C ou r t 's  r a t i f i c a t i o n  o f  the amount and reasonableness o£ an 

assessment.

PERMITTING INTERVENTION WILL UNDULY PREJUDICE THE INTEREST 
WHICH THE RECEIVER MUST PROTECT AND WILL INTRODUCE COLLATERAL

s t a t e  o f  the issues as framed by the p lead ings e x i s t in g  

between the p a r t i e s  w i th in  the case. Richardson Lumber 

Company, on the o ther  hand, has introduced numerous issues 

which are  extraneous and c o l l a t e r a l  to the R ece ive rsh ip  

p roceed ings  and which could be ra ised  equa l ly  w e l l  in a 

separa te  a c t ion .  A number o f issues ra ised  by the Answer, 

Den ia l  and P r o t e s t  o f  Assessment were considered by the 

Co lorado Supreme Court in A ron o f f  v . P ioneer  Mutual 

Compensation Co. , 134 Co lo .  395, 304 P.2d 1083 (1956) and 

A ro n o f f  v . C arraher , 146 Colo .  223, 361 P.2d 354 (1961).  In 

P ionee r  Mutual the Colorado Supreme Court considered the 

e f f e c t  o f  the i l l e g a l i t y  o f  the insurance company's business 

on the v a l i d i t y  o f  the assessment (134 Colo ,  a t  403), the 

a u th o r i t y  o f  the R ece iv e r  to levy  the assessment (134 Colo .  

404-405),  the s ta tu tes  o f  l im i t a t i o n s  (134 Colo. 408), and

There i s  no s ta tu to ry  o r  case law requirement that

I I I

AND EXTRANEOUS ISSUES INTO THE RECEIVERSHIP

Under Colorado law, an in te rven o r  must respec t  the
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tne ques t i on  whotner the assessment was f o r  an ex ce ss i v e  

amount (134 Co lo .  409-410) ;  the Carraher  case considered the 

quest i ons  of  the s t a t u t e s  of  l i m i t a t i o n s  (146 Colo.  225) and 

the ques t i on  of  s e t o f f  (146 Colo.  229).  A l l  of  these 

c o l l a t e r a l  i ssues ra i sed  by Richardson Lumber Company may be 

considered by a cour t  in a subsequent a c t i on  on the 

assessment,  as they were in the A r o n o f f  cases,  and are not 

e s s e n t i a l  i ssues to  the main r e c e i v e r s h i p  ac t i on .  By 

in t roduc ing  these  extraneous issues in to  the r e c e i v e r s h ip  

a c t i o n  Richardson Lumber Company introduces  p r e c i s e l y  the 

type of  confus ion  and de lay  which Rule 24(b)  was meant to 

p r ev en t .

In a d d i t i o n ,  the e f f e c t  o f  ho ld ing that  

subscr ibers  or any o th er  debtors ,  o f  an in so l v en t  r e c i p r o c a l  

exchange have a r i g h t  o f  i n t e r v e n t i o n  under Rule 24(a)  could 

be horrendous to  the r e c e i v e r s h i p  proceed ings .  E s s e n t i a l l y ,  

Richardson Lumber Company i s  c la iming i t s  s tatus and 

i n t e r e s t s  in the R e c e i v e r s h ip  proceedings  pure l y in i t s  

ca pac i t y  as a p o t e n t i a l  deb tor  of  the Rece i v e r sh ip .  As the 

Court a p t l y  phrased i t ,  Richardson Lumber Company is  

a t tempt ing  t o  " shor t  c i r c u i t "  a l awsu i t  aga ins t  i t  by 

i n t e r v e n in g  in the R ec e i ve r sh ip  proceed ing .  I t  thus ge ts  

two b i t e s  at  the apple :  i f  i t  can convince the R ec e i ve r sh ip  

Court  to  o rder  the R ec e i v e r  to r e fuse  to pursue the asset ,  

i t  wins .  I f  not, i t  w i l l  defend on the mer i t s  and a sse r t  

a l l  of  the same def enses  in a separate  ac t i on .  This  i s  

p r e c i s e l y  as i f  the o b l i g o r  o f  a note held by a decedent 

were to in te rvene  in an e s t a t e  proceeding to  attempt to g e t  

an o rder  from the court  d i r e c t i n g  the admin is t ra to r  not to 

pursue the asset .

Richardson Lumber Company has suggested that  

p e rm i t t in g  i t s  i n t e r v e n t i o n  w i l l  a c tu a l l y  help the 

adm in is t ra t i on  o f  the Rece i v e r sh ip  by permi t t ing  an 

a d ju d i c a t i on  of the quest ions r e l a t i n g  to  the assessment.

In f a c t  i t  w i l l  not .  I f  the R ec e i ve r  proves ,  as i t  has once
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b e f o r e  to th i s  Court, V'v -N ♦- 4- rne assessment is necessary f

r easonable ,  and v a l i d ,  i t  w i l l  not obta in  any res indice

or  c o l l a t e r a l  es toppe l  e f f e c t  aga ins t  the r e s t  of  the 

su bsc r iber s .  Richardson Lumber Company has not brought a 

c l a ss  a c t i on  and does not plead that  i t  represents  the other  

subscr ibers  in any way.

IV

RICHARDSON LUMBER COMPANY’ S APPLICATION TO INTERVENE IS 
FATALLY DEFECTIVE BECAUSE IT IS NOT ACCOMPANIED BY A PLEADING.

The A p p l i c a t i o n  to In te rv ene  was made by motion.

I t  was accompanied by a document e n t i t l e d  "Answer, Denial

and P r o t e s t  o f  Assessment" .  This  was not a pleading

enumerated in C.R.C.P.  7 ( a ) ,  s ince  the assessment was not a

complaint  to which an answer could be f i l e d .  The assessment

i s  mere ly  a demand f o r  payment. I f  Richardson Lumber

Company f a i l e d  to  pay,  no judgment would en ter  aga ins t  i t .

Richardson Lumber Company's Answer and P r o t e s t  and Denia l  of

Assessment i s  more in the nature o f  a motion seeking to

a t tack  f i n d in gs  made by t h i s  Court a f t e r  the time f o r  appeal

from those  f in d ings  has exp i red ,  but i t  i s  not a p l ead ing .

Rule 24 (c )  says:

( c )  P rocedure . A person 
d e s i r i n g  to  in te rvene  s h a l l  serve  a 
Motion to In te r vene  upon the p a r t i e s  as 
prov ided in Rule 5. The Motion sha l l  
s t a t e  the grounds t h e r e f o r  and s h a l l  be 
accompanied by a p l eading  s e t t i n g  f o r t h  
the claim or  defense f o r  which 
i n t e r v e n t i on  i s  sought.

As the Colorado Supreme Court has sa id ,  t h i s  Rule 

s p e c i f i e s  that  the Motion to In t e rv ene  be accompanied by a 

p l e a d in g ,  and a p l eading  i s  not a motion.  Cap i ta l  

I n d u s t r i a l  Bank v . S t r a i n , 166 Co lo .  55, 442 P.2d 182 

(19 6 8) . See Sanders v . John Nuveen &_ Company , Inc  ♦ , 16 

F .R.S.2d  267 (7th C i r .  1972) ;  3B Moore 's Federal  P r a c t i c e  

2̂4.14.
I t  i s  f o r  t h i s  reason than the cases c i t ed  by 

Richardson Lumber Company are mis l eading and whol ly  

i n a p p l i c a b l e  to a d e c i s i on  under Colorado law. People  ex
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r e l . Bay lo r  v . B e l l  Mutual Casua l ty  Co . , 27 6 N.E.2d 113 

( I l l . A p p .  1971) a f f ' d  298 N.E.2d 167 (111. 1973) .  Both were 

dec ided under the I l l i n o i s  i n t e r v e n t i o n  ru l e  ( I l l i n o i s  C i v i l  

P r a c t i c e  Ac t ,  I I 1 . Rev . S t a t . 1967, Ch . 110, §26.10)  a copy o f  

which i s  a t ta ched .  Subsect i on  (5 )  o f  tha t  Rule s t a t e s :

(5) '  A person d e s i r i n g  to 
i n t e r v e n e  s h a l l  p resen t  a p e t i t i o n  
s e t t i n g  f o r t h  ' the grounds f o r  
i n t e r v e n t i o n ,  accompanied by the i n i t i a l  
p l ea d ing  o r  mot ion which he proposes to 
f i l e ,  (emphasis added) .

The I l l i n o i s  Rule i s  thus d i f f e r e n t  from both the Federal  

Rules and the Co lo rado  Rules o f  C i v i l  Procedure which 

r e q u i r e  a p l ead ing  to  be f i l e d .

P e rm i t t i n g  an in t e r v e n o r  to come in to  a case 

wi thout  be ing  a l i gned  wi th  e i t h e r  s i d e  through the mechanism 

o f  f i l i n g  a p l ead ing  c r e a t e s  an imposs ib le  procedura l  

s i t u a t i o n .  No i ssues  are  f o r m a l l y  j o ined  by such an 

i n t e r v e n t i o n  and the i n t e r v e n o r ' s  r o l e  i s  undef ined.  There 

i s  wisdom in the Co lorado Rules o f  C i v i l  Procedure r e qu i r in g  

a p l e a d in g  to  be f i l e d  and tha t  requirement  should be 

observed in t h i s  case .

V

THE ANSWER, PROTEST AND DENIAL OF ASSESSMENT 
SHOULD BE STRICKEN.

Even i f  t h i s  Court f inds  that  Richardson Lumber 

Company s a t i s f i e s  the requirements o f  Rule 24, i t  should 

s t r i k e  the  Answer, Denial  and P r o t e s t  o f  Assessment as being 

unt ime ly ,  as argued in I I  above.  The r i g h t  to in te rv en e  i s  

d i s t i n c t  from the r i g h t s  o f  the i n t e r v en o r .  See 3B Moore 's  

Federa l  P r a c t i c e  i|24.16 [5] 24-652. Thus, in L inco ln  

P r i n t i n g  Co. v . Middle West U t i l i t i e s  Co . , 74 F.2d 779 (7th 

Cir . -  193 5) the Court held tha t  an in te rven ing  owner o f  stock 

could not  quest i on  the o r i g i n a l  appointment o f  the r e c e i v e r ,  

al though he could ques t i on  the present  e l i g i b i l i t y  o f  the 

r e c e i v e r .  S i m i l a r l y  t h i s  Court,  i f  i t  concludes that  

i n t e r v e n t i o n  i s  proper ,  should nonethe less not permit  

Richardson to  rehash past  matters a l r eady  re so l ved  in t h i s

- 1 0 -
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r e c e i v e r s  n i o .

COIICLUS ION

The not ion tha t  one who owes money to a 

r e c e i v e r s h ip  has an abso lu te  r i g h t  to in te rvene in the 

d e c i s i o n  o f  the r e c e i v e r s h i p  court  and the r e c e i v e r  to 

pursue the a ss e t  in h i s  hands would do g r ea t  v i o l e n c e  as a 

rule  of  law to  the o r d e r l y  conduct of  r e c e i v e r s h ip  

proceed ings .  There i s  no need to p r o t e c t  a debtor  in th i s  

way because he has a v a i l a b l e  to him the f u l l  scope of  a l l  

de fenses when and i f  the r e c e i v e r  seeks j u d i c i a l  process  to 

compel payment o f  the debt .  Richardson Lumber Company l o se s  

nothing by not  being permi t t ed  to  in te rvene  in th i s  

1 i t i g a t i o n .

The a p p l i c a n t ' s  f a i l u r e  to f i l e  a p leading as 

r equ i red  by Rule 24 (c )  i s  a j u r i s d i c t i o n a l  d e f e c t .  The 

a p p l i c a n t ' s  i n a b i l i t y  to  f i l e  a p l ead ing  j o in ing  any issue 

in t h i s  a c t i o n  h i g h l i g h t s  the impropr i e ty  o f  i t s  

i n t e r v e n t i o n .  For these reasons,  P l a i n t i f f  r e s p e c t f u l l y  

moves the Court to  r e cons ide r  i t s  Order approving the 

i n t e r v e n t i o n  of  Richardson Lumber Company in th i s  ac t i on  and 

to  deny tha t  a p p l i c a t i o n  and s t r i k e  the Answer, Denia l  and 

P r o t e s t  o f  Assessment f i l e d  by Richardson Lumber Company.

Dated: G>_______ t 1977.

~ v

R e s p e c t f u l l y  Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES 
P r o f e s s i o n a l  Corporat ion 
Kenneth L. S tar r  (246)
Sidney W. DeLong (5722)

Denver, Colorado 80290 
Telephone:  303/825-4400
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110 § 26.1 
CIv.Pr.Act § 26.1

26.1
CIVIL PRACTICE ACT Aí,V-\

_ -.i í ,

§ Z b .i, (Civil Practice Act, § 28.1). intervention ^   ̂ .
(1) Upon timely application anyone shall be permitted as of right to. 

intervene in an action: (a) when a statute confers an unconditional cU* v ’ - 
right to intervene; or (b ) when the representation of the applicant’s 
terest by existing parties is or may be inadequate and the applicant will * 
or may be bound by an order or judgment in the action; or (cj -tv- <•' 
when the applicant is so situated as to be adversely affected by a dislri- -JjV" t j a  ̂

bution or other disposition of property in the custody or subject to they; 
control or disposition of the court or an officer thereof.

(2) Upon timely application anyone may in the discretion of ' '  L •.
court be permitted to intervene in an action: (a) when a statute confers v  ‘ '
a conditional right to intervene; or (b) when an applicant’s claim '*
defense and the main action have a question of law or fact in c o m m o n ; ^ A "  ' l

(3) In all cases involving the validity of a constitutional p r o v i s i o n , ^ \  - U - Uy'
statute or regulation of this State and affecting the public interest, \ ^
State upon timely application may in the discretion of the court be per- - v U A ' -v-; - ’’ ......I 3 VA ^
milted to intervene. d 1 A 1:  \ ;U t- ‘

(4) In all cases involving the validity of an ordinance or regu la tion ^ ;^^^^^ ”̂ ^ *”i

of a municipality or governmental subdivision of this State and affectA^;^/^^*.»»' V- 
ing the public interest, the municipality or governmental subdivision "V«r>‘ t 'Vg' ^  *

upon timely application may in the discretion of the court be permitted.I y c A
to intervene* *

M a-v A * * * t * v- '

(5) A  person desiring to intervene shall present a petition setting ' -
forth the grounds for intervention, accompanied by the initial pleading ,t\ tP <  -
or motion which he proposes to file. In cases in which the allowance 
of intervention is discretionary, the court shall consider whether the in 
tervention will unduly delay or prejudice the adjudication of 
of the original parties.

(6) An intervenor shall have all the rights of an origi 
cept that the court may in its order allowing intervention 
cretionary or a matter
bound by orders or judgments theretofore entered or by cviutnw ^
theretofore received, that the applicant shall not raise issues which 
might more properly 
proceeding, that the 
parties, or that in other 
the control of the litigation 
may require.
1933, June 23, Laws
Laws 1955, p. 2233, § 1; P.A. 79-1366, § 16, eff. Oct. 1, 1976

§ 26.2 (Civil Practice Act, § 20.2). Interpleader
Persons having claims against the plaintiff arising out of the same 

or related subject matter may be joined as defendants and required 
interplead when their claims may expose plaintiff to double or multiple

? . . J * *£..y £* C * ** ’ -■ ’ -L-v
f  in its order allowing intervention, whether dis- '  U J~» ’ *U.i6U:
r of right, provide that the applicant shall be
judgments theretofore entered or by evidence 'vidU^V'CYP a V v ~ ,~ •

Historical & Practice Notes and Judicial Constructlori 

20
jC j r g íU ’tó .íV .- l 'V\ _ ._ . . .
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