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IN THE SUPREME COURT OF THE STATE OF COLORADO

Bemr o

No. srm@REK SHRESE
& & U@ o
OF Ti=
J. RICHARD BARNES, Commissioner Pap
of Insurance of the State of &
Colorado and Receiver of
Manufacturers and Wholesalers <
Indemnity Exchange, C’b”zmwmﬁi/f%éz?%éf

Original Proceeding
Petitioner,
Error to the District
Court in and for the
City and County of
Denver

Honorable Robert T.
Kingsley, Judge

District Court in and for the
City and County of Denver and
Robert T. Kingsley, a Judge
assigned to that Court,

)
)

)

)

)

)

)

)

V. )
)

)

)

)

)

)

)

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 April 25, 1977 granting the motion of Richardson
Lumber Company to intervene in Civil Action No. C-60284 in
the District Court in and for the City and County of Denver,
and for an Order dissolving and setting aside that Order.
Petitioner alleges the following grounds for this petition;

1. Petitioner, 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 Title 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 seqg.) to regulate Colorado
insurance companies including M & W.

4. 1In November 1974, the Insurance Department of
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the State of Colorado began an examination of the affairs of

M & W as of June 30, 1974,

5. ©On January 14, 1975, Petitioner held a

hearing, and acting under Section 10-3-404, C.Rr.S. 1973,
made a determination of M & W's delinquency (effective
January 13, 1975). On the same date, acting under Section
10-3-408, C.R.S. 1973, Petitioner issued an order placing

M & W in conservatorship.

6. On November 26, 1975, Petitioner filed the
Complaint in civil action number C-60284 in the District
Court for the City and County of Denver (the "Receivership

Court™) (J. 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 Petitioner as Receiver of M & W
and directing him to perform the statutory duties of the
Receiver, including collecting and preserving the assets of
M & W for the benefit of its creditors. 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. All policies 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, Petitioner 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 Affidavit of William H. O'Bryan in
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support of that Motion are attached to this Petition 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 rights of M & W and may exercise these

rights to recover M & W's assets;

(b)

M & W had a contract right of assessment

against its subscribers, who agreed to subscribe up to
one additicnal annual premium per policy, subject to
the call of M & W's Finance Committee, to pay M & W's
excess losses;

(c) The Receiver has the power and the duty
to exercise this right of assessment on behalf of M & W
and for the benefit of its creditors;

(d) M & W experienced excess losses within
the meaning of the agreement authorizing the contingent
assessment liability in the years 1974 and 1975 as
shown by financial 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 light of M & W's uncertain liabilities
and the expenses of collecting 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 this Petition as Exhibit E.

12. On March 10, 1977, the Receivership Court
granted Petitioner'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 liability 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 April 21, 1977 Richardson Lumber Company,
a Colorado corporation, filed with the Receivership Court
its Motion to Intervene; Answer, Denial and Protest of
Assessment; and Notice to Set for Forthwith Hearing. Copies
of these filings are attached to this Petition as Exhibit G.

16. On April 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, Petitioner's counsel urged,

inter alia, that the Motion to Intervene was defective
because it was not accompanied by a pleading as required by
Colorado Rule of Civil Procedure 24(c).

17. On April 25, 1977 Petitioner filed a Motion
for Reconsideration and to Strike Answer, Denial and Protest
of Assessment. On April 26, 1977 Petitioner filed 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 Petitioner's Motion for Reconsideration and to
Strike Answer, Denial and Protest of Assessment, at the
conclusion of which the Court denied Petitioner's Motion.

At this hearing Petitioner's counsel urged, inter alia, that

the Motion to Intervene was fatally defective on
jurisdictional 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 April 25, 1977,

the District Court proceeded without or in excess of its

jurisdiction contrary to CRCP 24(c).

20. By continuing to permit Richardson Lumber

Company to remain in this action as an intervenor without
requiring Richardson Lumber Company to file a pleading as
required by Rule 24(c) the District Court continues to act
without or in excess of its jurisdiction contrary to CRCP

24(c).

WHEREFORE, Petitioner respectfully requests this
Court to issue its Writ of Prohibition permanently
prohibiting and restraining Respondents from permitting
Richardson Lumber Company to intervene in Civil Action No.
C-60284 without filing a pleading as required by Rule 24(c),
and Petitioner further regquests this Court enter an
immediate Order dissolving and setting aside the Order
entered by the District Court on April 25, 1977 in Civil
Action No. C-60284.

pated: AL/ B, 1971,

Respectfully Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES
Professional Corporation
Kenneth L. Starr (246)

Sidney W. DelLong (5722)

By ] ,K;’f:’////f//‘;"/// e e -~
Attorneys for Petitioner
1700 Broadway, Suite 2017
Denver, Colorado 80290
Telephone: 303/825-4400
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IN THE DUISTRICT . ; \
COURT IN AND FOR THE MBH—A-——

CITY AND COUNTY OF DENVER

STATE OF COLORADO .

Civil Action No.C’“Qosz/

)
J. Richard Barnes as Commissioner of )
Insurance, State of Colorado ) VERIFIED COMPLAINT
: )
Plaintiff )
) AND
vs. )
)
" Manufacturers and Wholesalers ) . APPLICATION FOR
Indemnity Exchange % :
Defendant, ) RECEIVERSHIP
)

J. Richard Barnes, being duly sworn deposes and alleges:

1. That this application is filed pursuant to 10-3-119 and Part

five (5) Article three (3) Title ten (10) C.R.S. 1973.

2. That applicant, J. Richard Barnes, is the duly appointed Commis-

sioner of Insurance of the State of Colorado.

3. That the Defendant, Manufacturers and Wholegalers Indemnity g
Exchange, is a reciprocal or interinsurance exchange casualty insurance
company organized and operated under the laws of the State of Colorado
and has its home office therein; that it is duly licensed aﬁd qualified
as a Colorado domestic casualty insurer and is currently doing business

In the State of Colorado as well as various other states.

4,

Applicant is advised, informed, believes, has determined after
hearing and therefore alleges that the Defendant, Manufacturers and
Wholesalers Indemnity Exchange, is insolvent under 10-3-212, C.R.S.
1973; that the Defendant, Manufacturers and Wholesalers Indemnity
Exchange, cannot satisfy the unencumbered capital and surplus require-
ments of 10-13-105, C.R.S. 1973; and that the financial condition of
the Defendant, Manufacturers and Wholesalers lIndemnity Exchange, con-
tinues to stcadily deteriorate and has reached the polnt that any fur-

i reditors
ther deterioration will be hazardous to Its policyholders, it cre ’
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its subscribers  and to the general public al1 as is more fully set

forth in the findings of fact, conclusions of law and order issucd by

Applicant and an Assistant Attorney General November 26

1975 after
hearing pursuant to 10-3-119, C.R.S. 1973 which is attached and incor-

porated by reference as though fully set forth herein.

5.

Applicant is further advised, informed, believes and has

determined by the aforesaid hearing that further attempts at rehabilita-
tion of the Defendant,

Manuvacturers and Wholesalers lndemnity Exchange,
i

would be unsuccessful and unwarranted.

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

Richard Barnes as Commissioner of lnsurance of the State of Colorado

Receiver of Manufacturers and Wholesalers Indemnity Exchange, a reciprocal

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

forthwith to assembie all of its assets of whatsoever kind and nature and

to preserve the same by liquidation of the weciprocals business, or
otherwise, for the benefit and protection of all pollcyholders, creditors

and claimants and to do all other acts gcnerally required of receivers

under the direction of this Court.

VERIFICATION

J. Richard Barnes, being first 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 belief and as to those matters

also he believes the same Fo be true.

| o L Bl

Notary Publ .
My commission expires ____ UKL . jZngﬁZ}ﬁ;7

FOR ThE AITORWEY GENERAL :;;77 //
Thomas Yrank ’

Assistant Attorney General




¢ 7y
A () ¢
STATE OF CGCLORADO

DIVISION OF INSURANCE

)
IN THE MATTER OF )
) FINDINGS OF FACT
)
Manufacturers and Wholesalers ) CONCLUSIONS OF LAW
Indemnity Exchange )
) AND ORDER
Respondent. )
)

HEARING

The above matter came on for HEARING upon expedlted, and duly

consented to, NOTICE before the Commissioner of Insurance and the

Attorney General of the State of Colorado on November 25, 1975.

The NOTICE OF HEARING was dated and signed by the Commissioner of
Insurance on November 24, 1975, and all officers, directors and persons
entitled to vote of Manufacturers and Wnolesalers Indemnity Exchange

~and its Attorney-in-Fact, Hiram C. Gardner Inc., consented by resolu-
tion under the Colorado Corporations Act to a HEARING Lnder 10~-3-119,
C.R.5. 1973, November 25, 1975 on the matter of whether or not an appli=-

cation for receivership in liquidation should be filed to wind up the

affairs of Manufacturers and Wholesalers Indemnity Exchange.

Throughout the proceedings the Respondent, Manufacturers and Whole-
salers Indemnity Exchange, was represented by its President, John H.

Ronnebeck, and by Sanford B. Hertz as counsel.

The Commissioner of Insurance, J. Richard Barnes, C.L.U., was present

throughout the HEARING. The Attorney General was represented by Thomas

Frank, Assistant Attorney General. The Commissioner of lInsurance and

the representative of the Attorney General jointly presided at the

HEARING.

The purpose of the HEARING, as set forth in the NOTICE OF HEARING,
was ""to determine whether an Application for Receivership of Manufac-
turers and Wholesalers Indemnity Exchange should be made to a court {n
this state and to provide Manufacturers and Vholesalers Indemnity
Exchange ample opportunity to submit evidence as to Its financial con-

ditlop'" as prescribed by 10-3-119, C.R.S, 1973,
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Testimony and other cvidence was received. Predicated on this evi-

dence, the following FINDINGS OF FACT, CONCLUSIONS OF LAW and ORDER are
Issued.

FINDINGS OF FACT

On or apout January 14, 1975 the Commissioner of lnsurance made a
Determination of Delinquency after hearing upon a Petition for Instruc-
tion and Declaratory Judgment filed by Hiram C. Gardner and Manufacturers
and Wholesalers lIndemnity Exchange which hearing disclosed that the
capital and surplus of Manufacturers and Wholesalers Indemnity Exchange
may have been below the minimum prescribed by law and the Commissioner
of Insurance placed Manufacturers and Wholesalers lndemnity Exchange

under an Order of Conservatorship in an effort to correct said delin-

quency.

The Determination of Delinquency and Order of Conservatorship were
issued to protect the public and the policyholders of Manufacturers and
Wholesalers Indemnity Exchange, to resolve the financial problems of
Manufacturers and Wholesalers Indemnity Exchange, to conserve the assets
of Manufacturers and Wholesalers Indemnity Exchange and to avoid the

institution of receivership proceedings if possible.

Manufacturers and Wholesalers lndemnity Exchange has been unable
to rectify the delinquency in its financial condition while in Conserva-

torship. Its financial condition continues to steadily deteriorate each

operating month.

The total liabilities of Manufacturers and Wholesalers lIndemnity

Exchange have not as yet been fully determined but they are substantially

in excess of its assets.

A1l tentative proposals for financial assistance or relief for Manu-
facturers and Wholesalers lIndemnity Exchange have been explored and exha=-

usted unsatisfactorily to the capital and surplus positionlof Manufac=



turers and Wholesalers lIndemnity Exchange.,

The admitted assets of Manufacturers and Wholesalers indemnity

Exchange are substantially less than all jts liabilities excluding from

those liabilities amounts owed to securityholders of Manufacturers and

Wholesalers lIndemnity Exchange.

Further attempts to rechabilitate Manufacturers and Wholesalers

Indemnity Exchange are unwarranted. The continued operation of HManu-

facturers and Vholesalers Indemnity Exchange is hazardous to the publiec
and the policyholders of Manufacturers and Wholesalers Indemnity Exchange.

It is in the best interests of all concerned to have Manufacturers and

Wholesalers Indemnity Exchange placed in receivership for liguidation.

CONCLUSIONS OF LAW

Under the provisions of 10-3-212, C.R.S. 1§73, Manufacturers and

Wholesalers lIndemnity Exchange is INSOLVENT.

All attempts at rehabilitation of Manufacturers and Wholesalers
Indemnity Exchange undertaken under Part & of Article 3, Title 10 C.R.S.

1973 having proved unsuccessful, this HEARING is authorized and proper

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

The provisions of 10-3-119, C.R.S. 1973 are herewith satisfied
and an application for receivership to a court of competent jurisdiction

in this state Is justified and required by the evidence and law.
0RDER

Based on the evidence adduced herein on November 25, 1975 and the
above FINDINGS OF FACT and CONCLUSIONS OF LAV, and under the authority
of 10-3-119 and Part 5, Article 3, Title 10 C.R.S. 1973 it is herewith
ORDERED that an application for RECEIVERSHlé of Manufacturers and
‘Wholesalers Indemnity Exchange shall be made to a court in this state..

Signed and dated this 26th day of November ‘975;,

hadn C e _____
ZICHARD BARHES, C.L.U.
memissi0ncr oﬁ Insurance

;iféi;:kzﬁﬁtz :zgéZc:hgéfi

Thomas Frank

] o At tarnad Panaral
I P

JOHN D, MacFARLANE BY:
Attorney General
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IN THE 0150RICT COURT 11l AND FOR THE 'L":)

CITY AD COUNTY OF DENVER
STATE OF COLORADO

Civil Action MNo.

—— e

: )
J. RICHARD BARMES, as Commissioner )
of Insurance of the State of Colorado )
: )
Plaintiff, )

) ACCEPTAHCE OF SERVICE AND CONSElN
v. )

. ) TO AN ORDER APPOINTIHG RECEIVER
HAHUFACTURERS ALD VIHOLESALERS )
HOZIITY EXCHANGE, a Colorado ) (in liquidation)

corporation, . ' ' )
)
Defendant. )
)

1, John H. Ronnebeck, as president of Manufacturers and Wholesalers

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

in the above entitled action in the City and County of Denver, State of

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

hearing on behalf of said Company fo the relief as requested in the

g { & ,"\\‘ AL %‘(_.‘u;
- [ A A S At B
-*thn H Rd%nebock
as President of Hanufacturers and
Wholcsalers Indemnity Exchange, a
VCo]orado corporation

Complaint herein.

STATE OF COLORADO

S

CITY AND COUNTY OF DEN

On this 30th day of November, 1375, John H. Ronnebeck known to
me to be the person who cxecuted the foregoina Acceptance of Service
and Consent to an Order Appointing Receiver (in Yiauidation), acknow-
ledged to meAthat he did read the foregoing and that it is trus and
correct to his best knowledae and belief.

I

._fum ;7) ) { ,/-;T{(if;{\,.

ary Publnc

My commission expires: F____,_;_?{(C&/.-Z.__-
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IN THE DUESTRICT COURT N AND FOR TUL CITY ’EXH%%”} B

AHD COUNTY OF DLHVER, STATE OF COLORADO \ 7
CIVIL ACTION KO. (C — A7 ¥/ COURTROOM Filed in District Court
City & County of Lonor, Golo
i ) 1 1978
J. RICHARD BARMES, as Commissioner ) -7
of lnsurance of the State of )
Colorado, ; (zhﬂﬂb'xﬁ&;ké%r1zzj
‘ CLERK
Plaintiff, )
)
v. ) ORDER APPOINTING RECEIVER
)
PANUFACTURERS AND WHOLESALERS )
INDEMNITY EXCHANGE )
' )
)
Defendant. )
)

The above-entitled matter having come on for hear}ng upon the
verified Comélaint and application of the plaintiff for the appointment
of a receiver; and the Court having heard the evidence and counsel and
defendént having consented in writing to the granting of the relief as
prayed for in said Complaint, and to this Order, and the Court being
fully advised in the prem{ses, DOTH THEREFORE,

ORDER, ADJUDGE AND DECREE:

1. That J. Richard Barnes, as Commissioner of Insurance of the
State of Colorado, be and he is hereby appointed receiver of Manufacturers
.and Wholesalers Indemnity Exchange, a reciprocal and all 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 all the assets of said defendant and to preserve the same by
liquidation of the business, or otherwise, for the benefit and protection

of &all policyholders, creditors and claimants, and to do all 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 divection
shall, upon presentation of a certified copy of this order, deliver to
the receiver any and all properties of the defendant, real or personal,

In its possession or under its control; and that all persons are enjoincd
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from in any way disturbing the posscssion of the receiver and from

prosccuting any actions or suits which affect the property of the

defendant.

L, That until further order of this Court, the said receiver
be and he is hereby authorized forthwith to take and have complete and

exclusive control, possession, and custody all of the asscts and property

of the defendant, subject to the provisions of The Uniform Insurars

Liquidation Act.

5.

That said receiver be and he is hereby authorized to liquidate

the affairs and business of defendant, subject to the orders of this Court.

.

6. That said receiver be and he is hereby authorized, in his dis-

cretion, to employ such special deputy commissioners to act for him and

such counsel, clerks and assistants as he deems necessary in the conduct,

control, and liquidation of the affairs of the defendant and its assets,

and said receiver be and he is hereby authorized to make such payments

and disbursements as may be necessary and proper for the preservation

_of the properties of the defendant, including the authority to make

payments of debts entitled to priority, and to pay wages of clerical

cemployees remaining unpaid.

7. That said receiver be and he is hereby authorized to receiQe
and collect any and all sums of money due or owing to the defendant in
any manner whatsoever, whether the same is now due or shall . hereafter
b;come due and payable, and he is authorized to incur such expenses and
make such disbursements as may, in his judghent, be advisable or neces-

sary in connection with the liquidation of said defendant.

8. That said recciver be and he is hereby authorized to
Institute, prosecute and defend,. compromise, adjust, intervene in or

. . H i —wior in equit
become & party to, such suits, actions, proceedings at ha quitys



in Statc or Federal Courts, as may in his opinion be necessary for the
proper protection, maintenance and preservation of the asscts of the

defendant in order to properly liguidate its affairs, and likewise to

defend, compromise or adjust, or otherwise dispose of any and all suits,

actions, or proceedings instituted against him as receiver or against

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

-suit, or adjust or compromise any action or proceeding now pending

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

or other disposition of such suits, actions, or proceedings, will in the

Jjudgment of said receciver be advisable or proper.

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

BY THE COURT:

/J(/«/nr?"/ \}/‘/W/

‘ |

Judge >§\n'7i, L
. 4 l)' »
. District Ceurt

City & Cun y c.ﬂLemer Colo. -

Certified té ke 2 fall, ‘s and correet
copy of LH r;mzma! m iy custooy.

A g gs‘ra

'd!v!”'-\l;'.‘ A.w) 's.é’l 1 i’“ﬁ‘« ,1 J‘s
Coun Cledkof the District Court

......... ¥z <
4 Deputy Clerk
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IN THE DISTRICT COURT IN AND FOR TIE

L UFRT Soun
\ “LURY 0L Jenve
CITY AND COUNTY OF DENVER 7 be afull, trua an:i 50‘21"
TR Ty (‘Usf(‘r‘\,_'
STATE OF COLORADO
No. C-60284,

Courtroom No. 6

DRI B B

. RICIIARD BARNES, as Commissioner
Insurance of the State of Colorado,

Plaintiff,

V. ORDER NUNC PRO TUNC

WNUTACTURERS AND WHOLESALERS
TLHMNITY EXCHANGE,

Defendant.

[ D et

This matter comes on to be heard upon the Motion for
vder Nunc Pro Tunc of J. Richard Barnes, Commissioner of Insurance

¢ the State of Colorado as receiver of Manufacturers and Whole-

srlers Indemnity Exchange, through W. H. O'Brien as Special Deputy

“mmissioner of Insurance by his attorneys, Ireland, Stapleton,
ryor & Holmes Professional Corporation, to correct the Order
srwolnting Receiver entered herein December 1, 1975.

It appears from an inspection of the record of this
~ause that the Order Appointing Receiver made by this Court on
L.cember 1, 1975, does not fully reflect the findings of the Cburt
.+ then made and the records of this Court should be corrected
50 as to conform to the facts.

It is hereby ordered that the Order Appointing Receiver
~ amended to include the following finding:

The total liabilities of Manufacturers and Wholesalers
Indemnity Exchange while not yet fully determined are substantially
in excess of its assets and Manufacturers and Wholesalers Indemnity
txchange is insolvent.

Tt is further ordered that this finding be entered herein
“inc Pro Tunc as of December 1, 1975, as part of the Order Appointing
Locelver. /

pated this,éfzg/day of December, 1975.




ExHigr_C

. LT Sour
~ © wuntv ot Denver, Colo.
IN THE DISTRICT COURT IN AND FOR THE . f-bean” trub and correc:
ot o.igi. r" i 1Ny custody.
CITY AND COUNTY OF DENVER

fJZ:]_l1Q'R
STATE OTF COLORADO f )
- s e Tholshe
No. C-60284, Courtroom No. 6
,oft.%?/
‘Lie~
J. RICHARD BARNES, as Commissioner Rertay s

of Insurance of the State of
Colorado,

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

Plaintiff,

V.

HANUFACTURERS AND WHOLESALERS
INDEMNITY EXCHANGE,

Defendant.

N N Nt e et e e e St Nt s

These matters coming to be heard upon the second Amended
Motion of J. Richard Barnes, Commissioner of Insurance for the
State of Colorado as receiver of Manufacturers and Wholesalers
Indemnity Exchange, through W. H. O0'Brien as Special Deputy
Commissioner of Insurance by his attorneys Ireland, Stapleton,

Pryor & Holmes Professional Corporation, to revoke Certificates
of Authority and cancel all policies of insurance and bonds, the
Court hereby issues the following additional orders:

1. 21l bonds including but not limited to surety bonds
and fidelity bonds issued by Manufacturers and Wholesalers Indemnity
Exchange are terminated and cancelled for all purposes effective
midnight, M.S.T., December 15, 1975.

2. Notice to all persons to whom and for the benefit
of whom such bonds have been issued by Manufacturers and Wholesalers
Indemnity Exchange of the termination and cancellation of such bonds

effective midnight, M.S.T., December 15, 1975, of these receiver-

) Taims

ship procecedings and of the time and manner for filing the claims
. o} Ve pmy - Nl e s

herein, be given by mailing such Notice to the last known acdress

©
L_J 7]

is have been issu
of each person or company to or for whom bonc

not later than Decenrber 10, 1975.



3. ra 1o C*L'v T~ -1 " - PP Pl TP b
Tt peolicaetion notice ordorad Lv this cours
miey v jeid 3 oe - HEE. -,
Decomber 5, 1973, is adeguate for all DArToses ¢ inform o1l

persons and compantits to and for whonm honds howoe Deoan 1ol

(SR Sy

-~

danufacturers and Wholesalers
of cancellation and the existanco
proceedings. .

Done this -~ day of




EXHBIT_D

I THE DISTRICT COURT

IN AND FOR THE CITY AND COUNTY OF CENVER

STATE OF COLC”aDO

Civil Action No. C-60281, Courtrcom 6

J. RICHARD BARNES,

as Commissioner of
Insurance of the St

ate of Colorado,
Plaintiff,

MOTION FOR AN ORDER
APPROVING ASSESSMENT

V.

MANUFACTURERS AND WHOLESALERS
INDEMNITY EXCHANGE,

et e e N Nt M e s N S

Defendant.

Plaintiff as statutory Recziver of Manufacturers

and Wholesalers Indemnity Exchange (¥ & W), moves the Court

for an Order, authorizing and confirzing an assessment

against the policyholders of M & W irn the form attached to

this Motion, and:

(1) finding that M & W has incurred and will
incur excess losses for the years 197. and 1975 and that the
assessment described below is valid, resasonable, and
necessary;

(2) approving and authorizing the Receiver to
levy an assessment against each subscriber of M & W who had
a policy of insurance in force at any time after December
31, 1973, for an amount equal to all premiums earned under
such policies for coverage after that dxte, up to one annual
premium per policy;

(3) authorizing the Receiver to give each
subscriber sc assessed a Notice of Assescsment in the form
attached as Exhibit A to the attached fcrm of order and

(4) authorizing the Receiver to do all things
which are, in his judgment, necessary to enforce, settle, or
compromise the assessment, including fiiing civil actions in
any court of competent jurisdiction for enforcement of the
assessment against any subscriber of thes Exchange, and, to

that end:



(a)

to engage ccunsael to

such actions and to prosccute such actions on cenalf

Mos W

(5)  to reimburse such counzel for all

disbursements and expenses, and for a reasonable

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

(<)

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 1s 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.

Dated: (/f'JM"B* 7 I3 1977.

Respectfully Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES
Professional Corpogation

By é'{/-//é"vbv\ /b) /‘° ﬂ £s7)

Attorneys for WLT1L moH.
O'Bryan Special D&guty
Commissioner of Insurance
acting as Receiver of M & W
1700 Broadway, Suite 2017
Denver, Colorado 80290
Telephone: 303-825-4400

J. Richard Barnes, as Commissioner
of Insurance of the State of
Colorado and Statutory Receiver

of M & W

s 7
P //_, ]//_ — ,
% /;/5//’/, C—‘/ //‘l‘/"—-

William H. O' Bryan, Special
Deputy Commxssxoner of Insurance
of the State’of Colorado




e s

« .
e}

CCOLORADO )

COUNTY OF DENVER )

WILLIAM H. O'BRYAN, being first duly sworn,

deposes and says that he is the Special Deputy Commissioner

of Insurance of the State of Colorado; he has read the

foregoing Motion for an Order Approving Assessment; KNows

the contents thereof, and that the matters therein contained

are true and correct to the best of his knowledg=,

Nl Ao

information and belief.

/w /("
Wllllam H. O'Brj j>
k SUBSCRIBED AND SWORN to before me this &l' day of
"‘ ll

A I
. I * A
/ (: -~
| .- A
¥ L -
<
i/

/ PO [

. [ SR
( ,\ nbao\eay g Lh e

1

Notary Puollc

My CommlsSLOn ex01re§-

\ ey Y T A 4

jrov ot L= ' L"‘/

J



HOTICE OF COURT ORDERED ASSESSMENT

TO: Policyholders (Subscribers) of Manufacturers and
Wholesalers Indemnity Exchange whose insurance policies

provided coverage during any time after December 31, 1973.

You are hereby assessed, and directed to pay to

the following person the sum indicated at the end of this

Notice:

J. Richard Barnes, as Commissioner of Insurance
of the State of Colorado

c/o W. H. O'Bryan

Special Deputy Commissioner of Insurance
acting as Receiver of Manufacturers
and Wholesalers Indemnity Exchange

6265 East Evans Avenue

Denver, Colorado 80222

This assessment is due and payéble within thirty
{30) days of the receipt of this Notice.

Manufacturers and Wholesalers Indemnity Exchange

is presently in receivership proceedings in the State of

Colorado. (J. Richard Barnes, as Commissioner of Insurance

of the State gg_Colorado x;_Manufacturers and Wholesalers

Indemnity Exchange, Civil Action No. C-60284, Courtroom 6,

in the District Court in and for the City and County of
Denver and State bf Colorado.) This assessment is levied by
the Receiver of Manufacturers and Wholesalers Indemnity
Exchange ﬁo 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 Exchangé.
The asséssmentvand this Notice are authorized by Order of
the Distriét Court in and for the City and County of Denver;
State of Colorado entered.Eebruaryfl_, 1977.

The amount of your assessment is equal to all
premiums wﬁich were earned after December\3l, 1973 on any of
your policies of insurance with Manufacturers and
Wholesalers Indemnity Exchange, up to one annual premium per
policy. |

Your obligation to pay this assessment may not be



reduced by any amount which YOou may claim or believe that

Manufacturers and wWholesalers 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, February , 1977,

J. Richard Barnes, as Commis-—
sioner of Insurance of the
State of Colorado

By

W. H. O'Bryan, Special Deputy
Commissioner of Insurance for
the State of Colorado
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IN THE DISTRICT COURT
IN AND FOR THE CITY AND CCUNTY OF DENVER
STATE OF COLORADO

Civil Acticn No. C-60284, Courtrocm 6

J. RICHARD BARNES, as
Commissioner of Insurance
of the State of Colorado,

Plaintiff, ATFPFIDAVIT OF WILLIAM H,

O'BRYAN
V.

THE MANUFACTURERS AND WHOLE-
SALERS INDEMNITY EXCHANGE,

e e e e ot S N el e e St

Defendant.

STATE OF COLCRADO )

} ss.
CITY AND COUNTY OF DENVER )

William H. O'Bryan, having been duly sworn,
states:

(1) I am Special Deputy Insurance Commissioner of
the State of Colorado, acting for Plaintiff as Receiver of
Manufacturers and Wholesalers Indemnity Exchange ("M & W").

(2) I submit this Affidavit to be considered by
the Court in support of the Receiver's Motion for an Order:
Approving Assessment.

(3) Exhibits A-1, A-2, and A-3 to the Memorandum
are true copies of the forms of powers of attorney signed by
subscribers to M & W.

(4) Exhipit B-1 and B-2 to the Memorandum are true
copies of the two forms of contribution certificates issued
to Hiram C. Gardner, Inc. by M & W.

(5) Exhibit C-1 to the Memorandum is a true copy
of a chart prepared at my direction and under my supervision
summarizing the results of M & W's operation for the past 25
years. This chart was prepared from the financial records

kept by M & W.



(6) Exhibit C-2 to the Memorandum i3

of the financial statement filed with

(@]

tae Commiss:inar of

Insurance for the State of Colorado oy Hiram C. Gardner

c
Lor

1 & W as of December 31, 1974.

(7)

Exhibit C-3 to the Memorandum is a true cony
of an unaudited financial statement for M & W as cf December
31, 1975 which was prepared by my staff and based 2zon
unaudited financial statements given to me by John
Ronnebeck, conservator of ¥ & W until December 1, 1975, and

upon subsequent operations of M & W until the end of the

year.

(8) Exhibit C-4 to the Memorandum is a true copy

of a preliminary balance sheet and operating statement as of

December 31, 1976, prepared under my supervision as Special

Deputy Insurance Commissioner.

(9) Exhibit D=1 and D-2 to the Memorandum are
true copies of provisions contained in policies of insurance
sold by M & W as part of the standard language of such
policies.

(10) Exhibit E to the Memcrandum is a true copy
of the form of certificate of assessment liability
reinsurance which, to the best of my knowledge, was attached
to certain policies sold by M & W.

(11) I have examined the books, records
(including claims records) and accounts of M & W, and, based
upon my examination of those recor-ds, my estimate of the
future expenses of tnhe receivership and the costs of
collection of the assessments, an: the estimated liabilicies

of M & W, I believe that the asse:sment proposed



¢.) ()

in the Motion under consideration 13 necosszary to M & W and
reasonable in amount.
- \ 1( ~
DATED: NN cacnton oy s 1977
N A\ -
. 47 /:’:,’/, ]
g / gl
sty ’ of - 2f —
[ L T e o
William d. O'Br¥ya

) 7
/

{ : STORN beforn this ”\ftad £
SUBSCRIBED AND SUWORN to pefore me tnls { ay o

.. \ﬁwuww\g—’ 1977,
e 'ﬁjl/c\umg &:%A-——i 'Q‘LQA%L@"Q\_

Y NOK@K%}PUbllC

Y .. My Commission expires:

P AR PR “lpan b 0T
My Commissicd expiras jung 4, 1573
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IH AND FOR THE CITY ALD COUNTY OF pouv

m

R
STATE OF COLCRADD

Civil Action nNo. C-60284, Courtroom 6

J. RICHARD BARNES, as Commissioner

of Insurance of the State of
Colorado,

Plaintiff, MEMORANDUM IN SUPPCORT
OF SPECIAL DEPUTY
RECEIVER'S MOTION FOR
AN ORDER APPROVING
ASSESSMENT

V.

THE MANUFACTURERS AND WBOLE-
SALERS INDEMNITY EXCHANGE,

— e e N e e e S s

Defendant,

Plaintiff, as statutory Receiver of M & W, submits

this Memorandum of Law with attachad verified exhibits in

support of his Motion for an Order containing certzin

findings and approving the proposed assessment.

PRELIMINARY STATEMEN?

The Receiver seeks authorization to levy an
assessment against all subscribers cfi M & W who had policies
of insurance with M & W which were in force during 1974 or
1975, Each subscriber's assessment liability under this
assessment would egual all premiums zarned after December
31, 1973 under that subscriber's policies up to one annual
premium per policy. The Motion regussts the Court to find
that the proposed assessment is vali?, necessary, and
reasonable in amount and seeks apprcval and authorization

for the Receiver to levy and enforce the assessment,

Nature of an Interinsurance Exchange.

M & W is an unincorporated reciprocal, or
inter insurance, exchange, organized under and regulated by
Title 10, Section 13, C.R.S. 1973, and its predecessors. An
interinsurance exchange is an association of individuals,
partnerships, and corporations, each of whom agrees with the

rest to exchange indemnity for certain risks on certain
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terms. By such an agrezement, the subscrisers of a

o]

interinsurance exchange, who are also policyholders, insure
each other against losses covered by their policies, thereby

eliminating the "middleman"--an insurance company. Thus,

each subscriber of an interinsurance exchange is both an
insurer and an insured.

Although an interinsurance exchange is an
unincorporated association, it is able to transact business
because the subscribers/policyholders appoint an attorney in
fact when they apply for their policies. Since M & W's
creation in June 1919 the attorney in fact for its members
has been Hiram C. Gardner, Inc. (HCG) a Colorado
corporation. Attached as Exhibits A-1, A-2, and A-3 are
M & W's standardized forms of power of attorney. These are
discussed more fully below.

Because the premiums fixed by the policies may not
be adequate to meet the losses and expenses of an exchange,
the members usually agree, as they did in M & W, that the
exchange may assess additional amounts against them in order
to pay excess losses of the exchange. This assessment right
permits interinsurance exchanges to avoid certain statutory
capital and surplus requirements imposed on ordinary

insurance companies.

Accounting Characteristics and Terminology of an

Interinsurance Exchange.

The accounting characteristics of an
inter insurance exchange reflect the transactions it engages
in and the reguirements of insurance accounting set by
statute. M & W sold policies of insurance to its
subscribers for premiums based on the type and period of
coverage. M & W reinsured some of its risks under these
policies by ceding reinsurance to certain companies and
paying a ceding commission. In turn, M & W assumed
reinsurance of some of the risks of other insurers in return

for premiums. In addition to these transactions, M & W



invested 1ts assets in a wide range of

investhents. Each of these activitcies n

o]
[
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income and loss to M & W.

Under statutory accounting r=auired by Coloarado

law, and in this Memorandum, the term "direct promiumns

written (or paid)" refers to all premiums receivad by

in a given year from the direct sale of insuranca, whether

or not the premiums are "earned". "Direct earned premiur

income" is the portion of direct premiums writtes which is
attributable to coverage during the year in question. "Net
earned premium income" equals direct earned premium income
plus premiums received for reinsurance assumed, and minus
premiums paid for reinsurance ceded. "Net underwriting gain
or loss" is the difference between net earned pramium income
and the total of claim losses (liabilities under policies of
insurance or reinsurance assumed) and operating expenses,
including the effects of ceding and assuming reinsurance.
"Net (or operating) income" is net underwriting ¢ain or loss
plus realized income and loss from all other sources,
chiefly investments. Finally, net income plus cartain
unrealized changes in asset values plus any capitzal
contributions equal the gain or loss to "subscricars'
surplus,”™ an account roughly analogcus to a stocknolder's
equity account.

As is discussed below, each subscriber agreed to
an assessment liability on each policy egual to one "annual
deposit," or the premium for one year's coverage, inder the
policy. Some subscribers to M & W had more than .ne policy
insuring the same risk for different time periods. Some
policies were ;enewed at the end of their periods; others
were terminated before their periods ended. Some premiums
were set at a fixed rate; others varied from montk to month
under the terms of .the policy.

As required by statute M & W employs tha accrual

basis for determining its profit and loss. When the
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exchange becomes aware of a cossible claim under one of i

ts
lnsurance policies, a claim loss reserve account is
established in an amount which the exchange believes it will

ultimately have to pay on the claim. TIf the claim is

contested, several years may pass before the exchange can
know for certain what its total liability on the claim may

be. As new information on potential liability is received,

the loss reserve is adjusted. Under statutory accounting,

such an adjustment affects the exchange's income in the year
when it is made, it being considered inappropriate to alter

all prior years' financial statements every time such an

adjustment occurs. Because of this accounting practice, the

Receliver believes it is reasonable and necessary to use
these adjustments in computing profit or loss in the year
when they are booked.

Colorado statutory accounting requires insurance
companies to report to the Insurance Commissioner certain
items of gain or loss in surplus, e.g. changes in the value
of non-admitted assets, and unrealized capital gains or
losses on investments. Statutory reserve requirements are
set, and the general financial health of the exchange is
judged, by these reports. The Receiver believes such gains
and losses should be deemed to occur in the year in which
the Exchange so reports them.

Under Colorado law, an interinsurance exchande is
required to maintain certain statutory surpluses to insure
payment of policyholder claims. Under Section 10-13-107,
C.R.S. 1973, and its predecessors, a deficit in the required
statutory surplus maf be cured either by the policyholders
or by the attorney-in-fact. HCG, or its parenp corporation,
Western Empire Financial, Inc., contributed a total of about
$1,160,385.00 in cash and common stock to M & W in previous
years so that it could maintain such required surplus. In
return for these capital contributions, HCG took back

. . . " "
interest bearing "contribution certificates® or surplus
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certificates,"” all of which are exprassly subcrdinated to

2
all other claims against M & W. Under Section 10-3-239,

C.R.5. 1973, these contribution cerzificates may be included

in an insurer's surslus account.

&

Financial History of M & W.

M & W operated as an inter insurance exchange from
its beginning on June 20, 1919 until December 1, 1975 when
it was placed in receivership by Order of this Court.

Dur ing the early years of its operatisn, M & W was
apparently solvent at all times, the srofits from its
operation subject to disposition as rzquired by the powers
of attorney.

Although M & W had underwrizing and net losses in
several years, these apparently did nct exceed the
subscribers' surplus account until 1874, the first year in
which M & W had a net deficit. According to the financial
statements submitted to the Insurance Division of the State
of Colorado by HCG or, for 1975, prepar=d by the conservator
of M &§ W, the results of M & W's operztion for the past 25
years are set out in the chart attached as Exhiobit C-1.

The data for the years 1970 through 19735 are as follows:

MANUFACTURERS & WHOLESZLERS

Net as Reported to Colorado

Underwriting Subscribers

Gain or Loss Net Incomz Surplus at Close
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) (204,449.2%8) 1,025,630.69
1973 (129,004.54) 40,944.7°3 801,435.70
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)

Attached as Exhibit C-2 is th= unaudited
convention form financial statement filed with the

Commissioner by HCG for December 31, 197:i (as required by

Exhibits B-1 and B-2 show two forms of contribution
certificates issued to HCG by M & W.
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§10-3-208, C.R.S5. 1973). Exhinit C-3 i3 an unauditad

balance sheet and statement of operations as of December 31,

1975 prepared by the Special Deputy Commissioner and |

based

]

upon financial statements pr

D

pared by the former congservator
of M & W, John Ronnebeck. The Special Deputy Commissioner
also attaches a preliminary balance shect and statement of

operations as of December 31, 1976 (Exhibit C-4), prepared

under his supervision as Special Deputy Insurance

Commissioner.

History of these Proceedings.

In November 1974, the Insurance Department of the

tate of Colorado began an examination of the affairs of
M & W as of June 30, 1974, On January 14, 1975, the
Commissioner of Insurance of Colorado (the "Commissioner™)
held a hearing, and, acting under §10-3-404, C.R.S. 1973,
made a determination of M & W's delinquency (effective
January 13, 1975). On the same date, acting under
§10-3-408, C.R.S. 1973, the Commissioner issued an order
placing M & W in conservatorship. John H. Ronnebeck,
President of HCG, was named Conservator of M & W.

On November 26, 1975, the Commissioner filed the
instant action in this Court. The Complaint requested that
M & W be declared insolvent and sought an order aépointing
the Commissioner as Receiver of M & W as required by §10-3-
503(1), C.R.S. 1973,

On December 1, 1975, this Court entered an order
appointing the Commissioner as Receiver of M & W, and, per
the Commissioner's request, appointing Mr. William H.
O'Bryan as Special Deputy Commissionervacting for the
Commissioner as Recelver, directing him to perform the
statutory duties of the Receiver.3 On December 10, 1975,

this Court entered an order nunc pro tunc December 1, 1975,

adjudging M & W to be insolvent.

3
This is authorized by §10-3-503(3), C.R.S. 1973.
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All policies of insurance were cancellzd by order

of the Court as of December 15, 1975.

Since HCG's sole business has been the :neration

of M & W, its financial fortunes have suffered along with

those of M & W. On January 14, 1975 (effective Januvary 13,
1975) the Commissioner made a determination of HCZ's
delinquency, and placed it in conservatorship, aprointing
its President, Ronnebeck, as Conservator. On Dec=mber 5,
1975, the Commissioner appointed O'Bryan as Conservator of
HCG (replacing Ronnebeck). On January 15, 1976, bacause of
the possible divergent interests of M & W and HCG, the
Commissioner appointed Paul D. McGinnis as Conservator of
HCG, replacing O'Bryan. On or before January 20, 1976,
McGinnis and the directors of HCG executed a letter
agreement which appointed O'Bryan as Deputy Attorney in Fact
for M &« W with all of the rights and powers concerning M & W
formerly enjoyed by HCG. This appointment was accepted by
O'Bryan, and it was approved by Order of this Court on
February 13, 1976. O'Bryan is therefore the Special Deputy
Commissioner acting as the Receiver of M & W (by Crder of
this Court dated December 1, 1975) and the Deputy Attorney
in Fact for M & W (pursuant to the letter agreement just
discussed). By Order of the Commissioner dated October 14,
1876, the conservatorship of HCG.was dissolved, without any

prejudice to any agreements of HCG with the Receiver of

M & W concerning custody of M & W's records.

Description of Powers of Attorney and Policies.

In order to obtain a policy of liability insurance
from M & W a prospective subscriber was required to sign,
depending upon when and from whom he purchased the
insurance, a power of attorney, either of the form attached
as Exhibit A-1, A-2 or A-3. The Receiver believes that form
A-1 was used for thevdirect issuance of policies by HCG or
HCG Agency, Inc., and that forms A-2 and A-3 were used for

sales by independent agents beginning in about 1963.
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The powers of attorney each begin with the

following language:

The offices of Hiram C. Gardner, Inc. of
Denver, Colorado having been selected as
a place at which to recivnrocally
exchange indemnity, such offices being
designated Manufacturers & Wholesalers
Indemnity Exchange, we, as a subscriber
[sic] at said Exchange, hereby appoint
sald 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:.

" There follows a list of powers enabling the

attorney in fact to conduct the business of the Exchange.

Paragraph 2 provides that the exchange of indemnity under

this contract shall be on a pro rata basis with all other
subscribers,

. + . and each subscriber shall assume
that portion of any loss and of Exchange
expense which its total annual deposit
bears to the aggregate total deposits of
all subscribers on contracts in force at
the time such claim or cause for claim,
Or expense arises; "

The power also empowers HCG:

", . . 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; « o o o

Paragraph 3 states that the power is intended to
give the attorney sufficient power to permit the subscribers
to exchange indemnity with each other, with the limitation
that the attorney cannot make the subscribers jointly liable
with each other, and that every liability which the attorney
is authorized to incur for the subscribers is to be several.

Paragraph 4 permits the attorney to defray
expenses involved in managing the Exchange and permits the
attorney a certain percentage of the premiums as

compensation: 6% or 25%, depending upon which power of

Although the paragraphs in the powers of attorney are
not numbered, this Memorandum refers to them as if they were.
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attorney was in effect and which party was to pay opsrating

expenses.

Paragraph 5 provides for seleczion of a Finance

Committee by the subscribers, the cocmmi-t-2e to have control

over the subscribers' funds.

Paragraph 6 provides for mana::ment and

disbursement of subscribers' funds by the Finance Committee

and the attorney in fact.

Paragraph 7 of the older power (A-1) says:

" 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.

This language is omitted in the new powers, A-2 and A-3.

One more critical sentence appears in each power

of attorney:

We hereby subscribe, subject tc 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 liat:lity
hereunder,.

The power labeled A-2 adds the sentence:

It is agreed that our contingent
liability as a subscriber will be
reinsured.

A second document relevant to the Recelver's right
to assess is the policy which each policyheclder accepted as
his contract of insurance. See Exhibits D-1 and D-2. One

of the following two sets of standardized provisions appears

in each of these policies:
(I.)

This policy is issued, as an Inter-
Insurance Exchange, by HIRAM C. GAZDNER,
INC., as Attorney-in-Fact for
Manufacturers and Wholesalers Indeanity
Exchange in accordance with the pcwers
vested in him by an agreement, executed
by the subscribers.

Limit of Liability. The liability of
each member of this Exchange is limited
to, and by its Articles of Agreement
fixed and determined to be, the deposit
premium or paid premium; and the member
by accepting this policy, assumes &




o> g

contingent liability not exceed
amcu .t of deposlit premi
named in the policy, .

not exceed one annual

Participation. The in 15 by wirtue
of tais policy a membe the Exchanwg<
subject to the Articles of Agreement ’

refgrence to which is had and shail é@
entitled to such unabsorbed premium or
dividend as may be declarad by the

advisory committee, subject, however, in
the State of Texas, to approval in
accordance with the provisions of the
Texas Insurance Code, of 1951, as

Su
r

’

amended,

(II.)
Reciprqcals——Special Definitions and
Provisions--Plan of Operation. Wnorever

the words 'policy,' "insured,'
'company,' and 'premium' occur herein
they shall be taken and construed to
mean 'contract,' 'subscriber,'
'Reciprocal or Inter-Insurance
Exchange,' and ‘'deposit' respectively.

Subscribers hereat are individuals,
partnerships, and corperations which
have executed an agreement, hereby made
a part hereof, which vests in HIR2M C.
GARDNER, INC., herein called 'attorney,
power to issue this policy for them,
which is issued to the subscriber named
herein in exchange for, and in
consideration of, indemnity extended by
him to other subscribers, and each
subscriber's contingent liability shall
be limited in the manner expressed in
his executed agreement, which liability,
including the amount of deposit premium,
shall not exceed one additional deposit
premium as stated in the policy, and the
subscriber shall be entitled to a return
of all savings calculated in accordance
with the terms and conditions of such
executed agreement referred to.

The Articles of Agreement are believed to be the
powers of attorney previously discussed.

For many years until June 30, 1974, M & W
purchased, on behalf of its policyholders, assessment
liability reinsurance from Lloyd's, London and other
reinsurers, and issued certificates (an example of which is
attached as Exhibit E) to policyholders informing them of
this coverage. The Receiver is discussing the extent of

. 1
this coverage with representatives of Lloyd's at present.

-10-



M & W had the right to assess its subsc:isers up

to one additional annual premium under each polic: written

to pay M & W's excess losses. Since the Receivar by statute
has the contract rights which ¥ & W possessed, ths Receiver
has the right to assess the subscribers of M & W as provided
in the powers of attorney.

The assessment which the Receiver proposes is
necessary, because M & W needs money to pay its liabilities,
which exceed its assets by at least $2.6 million.

The proposed assessment is reasonable in amount
and is authorized by the powers of attorney because M & W
had excess losses in 1974 and 1975. The Receiver is
justified in assessing a full premium against each
subscriber of the exchange assessed, with the understanding
that if the proceeds of the assessment exceed the
liabilities of M & W they will be returned on a pro rata
basis.

The plan of assessment is in the best interests of
the exchange and its creditors, including policyholder
claimants. The Receiver proposes to give notice of the
assessment in a form attached to the Motion as Exhibit B.
This notice falrly apprises each subscriber of the
assessment.

The Receiver should be empowered to enforce,
compromise, settle, and collect the assessments in the best

interests of those interested in the receivership.
ARGUMENT

I. THE RECEIVER IS EMPOWERED TO LEVY THE PROPOSED
ASSESSMENT.

As noted in the Statement of Facts above, by
virtue of the 7th paragraph of each of the powers of
attorney, M & W had the right to assess each subscriber an

amount equal to the annual deposits to provide funds to pay

-11-
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exc2s3 losses incurred by 1 & W. Upnder $10-3-303(2), C.n
- <), 13N
1973, the domiciliary receiver i

S vecte

LA
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aration of law

with title to all contracts and rights of actiocn of tha

insurer and has the right to reduce such rignts to

possession.  The Receiver of M & W

s therefore vested with

the right which M & W itself had to assess its subscribers
for its excess losses. See Aroncff v. Pioneer Mutu

"J
{—

Comp.

Co., 134 Colo. 395, 406, 304 P.2d 1083 (1956).

IT. THE PROPOSED ASSESSMENT IS NECESSARY, REASONARLE IN

AMOUNT, AND FULLY AUTHORIZED BY THE POWER OF ATTORNEY AND

POLICIES EXECUTED BY THE MEMBERS OF M & W.

The Receiver proposes to assess all policyholders
who purchased policies for coverage for any part of 1974 or
1975 an amount egual to all premiums earned under those
policies for coverage during any part of 1974 or 1975, up to

one annual premium per policy.

A. The Proposed Assessment is Necessary.

This Court found on December 10, 1875, nunc pro
tunc, December 1, 1975, that M & W was insolvent. According
to the most recent balance sheet, a copy oﬁ which is
attached hereto as Exhibit C-4, the liabilities of M & W
exceed its assets by more than $2.6 million. The Recelver

believes the proposed assessment is necessary in order to

pay M & W's debts.

B. The Proposed Assessment is Reasonable in Amount and

Authorized by the Powers of Attorney.

Each power.of attorney contains a subscription of
"a sum equal to our annual deposits" to pay "excess losses
incurred under this contract". This is the contractual
basis of the proposed assessment.

The Receiver takes the position that "excess

‘i er" means any
Under §10-3-502(6), C.R.S. 1973, "insurer :
association or aggregation of persons dOLng an insurance
business and subject to the Commissioner's authority.

12~



P )

losses™ exist for any year in which, under statutory
accounting, M & W suffered a loss in surs! s, excluding the
.effects of capital contributions (e.qg., surplus

certificates), which do not affect income. This definition

takes into consideration all realized and :nrealized gains

and losses for the year, as reported to the Department of

Insurance, and minimizes arbitrary allocation of investment

losses from year to year which would result from considering

only realized losses.

" The Receiver has determined that cxcess losses
occured in both 13974 and 1975, based on the financial
statements attached as Exhibits C-2--C-4. The income
statement furnished by HCG to the Commissionzr for 1974
(Exhibit C-2) shows that M & W had a 1974 excess loss of
$1,520,259. To date, the excess losses for 1975 total
approximately $2,361,936.36, consisting of $1,613,276.50
loss in surplus as of December 31, 1975 (Exhibit C-3) and an
additional net loss of $748,659.86 incurred as of December
31, 1876 (Exhibit C-4).

In order to assess for excess lossez occurring in
a calendar year, the Receiver proposes to assess every
subscriber who had a policy in effect for any part of that
calendar year. This annual basis for the assessment is both
fair to the subscribers and authorized by the powers of
attorney. Computation of individual liability on a minute
by minute or day by day basis is unreasonably expensive and
is not undertaken in the normal course of business of any
insurance company. Therefore, many courts, including the
Colorado Supreme Cou;t, have held that it is reasonable to
use the fiscal year of the insuror as the relevant
accounting period for determination of the assessment
responsibility of the policyholders for losses arising

dur ing that period. - Aronoff v. Pioneer Mutual Compensation

Co., supra, 134 Colo. at 407-8 (under statute); Mitchell v.

Pacific Greyhound Lines, supra, 91 P.2d at 183-4; Lincoln

-13-
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interpreting the power of attorney this way are: (1)

) )

(

Bus Co. v. Jersev Mutunal Casualty Insurance Co., 112 N.J.EQ.

538, 165 A. 112, 114 (1933). Additional reasons for

That
savings under the powers of attorney were calculated on an

annual basis, which implies that losses must also be

calculated on an annual basis; and (2) That the actual total

of annual deposits which fixes subscribers' pro rata
liability can only be determined at the end of the year in
guestion.

"To avoid assessing a complete annual premium
against subscribers whose policies were in force for brief
periods of time during the assessment year, the Receiver
will assess on the basis of "earned premiums". The "earned
premium" of a policy for a calendar year is the portion of
the total premium which is attributable to coverage during’
that calendar year. A policy whose term was July 1, 1974 to
July 1, 1975 with a total premium of $1,000 would have an .
earned premium of $500 for 1974, and $500 for 1975,

The earned premium basis of assessment has been
held to be a reasonable basis of assessment in cases in
which policyholders' assessment liability was similarly

defined. 1In Re Wisconsin Mutual Insurance Company, 241 Wis.

394, 6 N.W.2d 330, 338 (1942); Mitchell v, Pacific Grevhound

Lines, 33 Cal.App.2d 53, 91 P.2d 176 (1939). Under the
power of attorney, the "annual deposits" for an assessment
year equal the earned premium for that year. The total
earned premiums under all policies equal M & W's direct
earned premium income, which was $3,487,674 in 1974 (Exhibit
c-2) and $1,314,261.45 for 1975 (Exhibits C-3 and C-4).

The Receiver believes that an assessment of 100%
of the earned premiums for each policy in force during 1974
and 1975 is reasonable, in light of the proven excess losses
noted above, the uncertain liabilities of the exchange, and
the as yet undetermined expenses of collecting the

assessment and administering the receivership.

-14-
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@nses of licuidation and azzesomert

assessable losses. Simpson v

- Gooedrich, 230 ich. 351, 272
Y [eR 2 PR SRR A I
N.W. 595 (1937); Fishback v. Bothell nus Co., 130 iiaszsh. 49,
272 P. 67 (1928). Seer also In Re Wisconsin Murtual Incurance
Co., supra; titchell v. Pacific Grevhound Lines, sunra.

A receiver has the authority to levy a tctal
assessment in an amount greater than the amount by which the

exchange is insolvent since subscribers are liable for

liquidation and collection expense, and a receiver has wide

discretion in fixing the amount, in light of the uncertainty

of the total liabilities of the exchange, and the receiver's

ability to return excess to the subscribers. RAronoff v.

Pioneer Mut. Comp. Co., supra, at 409 (under statute) and

cases cited in the preceding paragragh.

1}

The Recelver proposes t> make two separate
assessments by time period--one azainst all subscribers
whose policles were in effect for any period during 1974,
and an additional assessment against all subscribers whose
policies were in effect during anv part of 1975. The 1974
assessment will be for excess loszas incurred during 1974,
or attributable to 1974, e.a. the cost to the exchange of
collecting the 1974 assessment. The declafed date of this
assessment is December 31, 1974. The 1975 assessment will
be for excess losses incurred after December 31, 1974, and
its declared date is December 15, 1875, the date all
policies were cancelled.

As noted above, many subscribers had more than one
policy of insurance with M & W. T~= language of the powers
of attorney and policies of insurance manifests an intention
to limit each subscriber's maximum assessment liability to

M 1
one annual premium (i.e. premium for twelve months

-15-
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ccverage) per policy. The Receliver groposes to limit the

assessment in this fasnion. Under the criteria cited by the

Colorado Supreme Court in Aronoff v. Carraher, suora, this

would result in a scparate assessment liability in the

amount of one annual premium for each separate one year

policy, and each renewal or extension of any existing

policy; but not for more than one year's premium on any

single multi-year policy (i.e. a policy in which ¥ & W was
contractually bound to provide more than one year's

coverage. See 146 Colo. at 226-228).

IIT. THE RECEIVER'S PLAN OF ASSESSMENTils IN THE BEST

INTEREST OF THE EXCHANGE AND ITS CREDITORS.

A. The Notice of Assessment Gives Fair and Adequate Notice

of the Nature of the Assessment.

The Receiver has filed as Exhibit B to the Motion
a proposed form of Notice of Assessment apprising the
subscribers of the Exchange who are to be assessed of their
liability for the assessment. The Receiver believes that
this notice clearly and fairly notifies the policyholders of
M & W of their assessment liability.

| One aspect of the notice deserveé comment. The

notice contains the follcowing language:

Your obligation to pay this assessment

may not be reduced by any amount which

you may claim or believe that
Manufacturers and Wholesalers Indemnity

° Compare the language of the power of attorney ("We hereby
subscribe. . .a sum equal to our annual deposits. . .which

shall be our maximum liability hereunder," Exhibits A-1, A-2 and
A-3) with the language of the policies (". . .[Tlhe member by
accepting this policy, assumes a contingent liability not =
exceeding the amount of deposit premium or premium named in the
policy, which amount shall not exceed one annual premium."
Exhibit D-1) and (". . .[Elach subscriber's contingent
liability shall be limited in the manner expressed in his
executed agreement, which liability, including the amount of
deposit premium, shall not exceed one additional deposit

premium as stated in the policy. . . ." Exhibit D-2). The
liability under each policy is one annual premium--the liability
under the power of attorney is the sum total of these "annual
deposits”.

-16-
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Exchange owes you for any reason,
including claims under your insurance
policies or claims for unearned
paid to the Exchange.

Dreriuns

This states the rule that an assessment levied by

a receiver of an insolvent insurance company iz not subject
to offset or reduction because of claims the subscribers may

have against the insurance company, which must be asserted

in a separate action against the receivership in order to

avoid a preference. Aronoff v. Carraner, 146 Colo. 223,

229, 361 P.2d 354 (1961).

See 5 Couch on Insurance 2d

§30:85.

B. The Receiver Should Be Empowered to Enforce the

Assegsment ég_gg_Determines Eg_gg_ig_the Best Interests g£

the Exchange.

The Receiver proposes to levy the assessment and,
if necessary, bring subsequent enforcement actions against
subscribers of the Exchange who fail to pay. He should have
the power to enforce the assessment by litigaticn, if
necessary, and to compromise or settle with subscribers as
in the ordinary contested claims of a receivership.
Expenses of enforcement, including attorneys' fees, should
be given priority as administrative expenses of thae
Exchange.

If the assessment is approved, the Receiver
proposes to calculate the amount of each subscriber's
assessment liability as described in this Memorandum. He
will also notify the assessment liability reinsurers of the
assessment. After the calculations are completed, the
Receiver will print on each Notice of Assessment the amount
of the assessment and the policy number of the sutscriber's
policy. The notices will then be mailed. The Receiver
proposes to mail these notices either in one mailing or in
several, as may be reasonable under the circumstances.

If the Court desires further information on the

Receiver's plans for collecting the assessment, the Receiver

-17-



will furnish such information as the Court desires.

The Recelver makes this motion without prejudice
to his power to make such additional assessmentz againzst any
M & W subscribers which he may determine to be valid and

necessary and which this Court may approve.

CONCLUSTION
For the above reasons the Receiver of M & W urges
the Court to grant his Motion For An Order Approving the

Proposed Assessment and finding that it is valid, reasonable

in amount, and necessary.

DATED: A A, 1977.
7]

Respectfully Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES
Professional Corporation

P _2‘7"'-;‘ ~
By jﬂgz&m )?/) S AN, }\ =78
Attorneys for Williem[H. O'Bryan

Special Deputy Comngéioner

of Insurance acting as Receiver
of M & W

1700 Broadway, Suite 2017
Denver, Colorado 80230
Telephone: 303-825-4400
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Manufacturers and Wholesalers Indemuity Exchange
HIRAM C. GARDNER, Inc.

ATTORNEY-IN-FACT AND MANAGER
2019 Stout Street
DENVER, COLORADO 80205

‘ The offices of Hiram C. (Inrdn('r.' Inc., of Denver, Colorado, }mying been‘ scl‘cctod as a place at which to reciprocally (*X(‘hr;ngc indemnity, such offices being desipnated
Manvfacterers and Wholesalers Indemnity Exchange, we, as a subscriber at said Exchange, bereby appoint said Iliram C. Gardner, Jnc., attorney for us and in our name, place
and sfead, to exchange such indernity 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, clauscs, conditions, warranties and agreements as it rhall deem
bert, ond to subscribe such contracts; provided, however, that thie exchange of indemnity under this contract shall be on a pro rata basis with all other subscribers to said
Indemrnity Exchange, and cach subscriber shall assume that portion of any loss and of Exchange expense which its total nnnual deposit bears to the aggregate total annual
deposits of all subseribers on contracts in farce at the time such claim or cause for clnim, or expense, arises; to demand, collect, receive and receipt for all moneys due us or for
crodit to our gecount as a subscriber; to give, waive or receive all notices or proofs of 1oss; to adjust and settle all losses and cisims under such contracts or other evidences of
1y mnity; to perform or waive all agreements or stipulations of any such contracts; to accept or appeint any persen to accept service of process; to appear for us in any
suits, actions or procecdings and bring, prosecute, defend, compromise, scttle or adjust same; to execute any and all doeuments and perform any and all acts necessary to
effest eomphianee under any law relating to such contracts ar to the exchange of such indemnity; to perform every nct not herein specially mentioned that we could cursclves
dooin relatian to any contract hereby authorized; and we hereby authorize our said attorney to appoint such subsiitute 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 =aid attorney, to exchange indemnity with

subseribers; provided, however, that said attorney shall have no power to make us jointly liable with any other subseriber; and every liability of whatever nature which our
sttorney s authorized to incur for us hercunder is to be in every case several and not joint. There shall be no joint funds. A separale individual account shall be kept for us by

our attorney, which account ghall be open to our inspection. \

The attorney ghall defray all expenses incident to conducting the exchange of indemnity herein authorized, except license fees, taxes, legal and Finance Committee
cxpense, 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 subscrihers, or officers of subscriber corporations, who to act shall be and continue in good standing, shall be selected
)= euhseribers, In choosing said committee our altorney is authorized to ask subacribers whom they desire to serve as such committre, and the requisite number sclected by
the laryrest number of subscribers shall constitute such committee; said committee shall have control over the funds belonging to the subscribers, shall have power to fill
vacanciss, and shall serve until their successors are chosen.

The funds of subscribers shall be deposiled in banks or invested in securities approved by our said attorney and the Finance Committee. Disbursements from funds of

subscribers shall be by cheek, sined by eaid altorney and conntersigned by a member of the Finance Committee, or by a Bank or Trust Company approved by said committee.
Aficr the ndjustment or compramise of any inss or claiin by our attorney, as above provided, the Finance Commitiee and attorney sre hereby empowered and instructed to pay

our portion of such Joss 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.

W hereby subscribe, subject to the call of the Finance Committee, a sum.cqual to our annual deposits, to pny excess losses incurred under this contract which shall be
our maximumn hability hercunder,

This pewer of atloraey is strictly limited to the uses and purposes herein expressed, and may be terminated nt any time by the subscriber or by the attorney, by either
ivimg: to the other ten days notice in writing; and thiereupon the attorney shall liquidate our account and return to us our net surplus.

The personal pronoun used herein shall apply regardless of number or gender.

Date —_ , 12

Cny Stute

Forr FL.ROG. KA



Manufacturers and Wholesalers Indemnity Exchan ge
HIRAM C. GARDNER, Inc.

"ATTORNEY-IN-FACT AND MANAGER
200 Jusephine Street
Denver, Colorado 80206

The offices of Hiram C. Gardner, Inc, of Denver, Colorado, having been selected as a place at which to
| reiprocally exchange indemnity, such offices being designated Manufacturers and Wholesalers Indemnity Ex-
tenge, 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 Excbange with aut‘xonty to act
for us a3 hereinafter provided:

To make, issue, change, modify, classify, re-insure or cancel contracts therefor containing such terms, clauses,
weditions, 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
Idemnity Exchange, and each subscriber shall assume that portion of any loss and of Exchange expense which its
hotal annual deposit bears to the aggregate total annual deposits of all subscribers on contracts in force at the time
such claim or cause for claim, or expense, arises; to demand, collect, receive and receipt for all moneys due us or
forcredit to our account as a subscriber; to give, waive or receive all notices or proofs of loss; to adjust and settle
il losses and claims under such contracts or other evidences of indermnity; to perform or waive all agreements or
sipulations of any such contracts; to accept or appoint any person to accept service of process; to appear for us
inany suits, actions or proceedings and bring, prosecute, defend, compromise, settle or adjust same; to execute
ty and all documents and perform any and all acts necessary to effect compliance under any law relating to such
wntracts or to the exchange of such indemnity; to perform every act not herein specially mentioned that we could
wrselves do in relation to any contract hereby authorized; and we hereby authorize our said attorney to appoint

ch substitute or deputy attorneys as the requirements of the Manufacturers and Wholesalers Indemnity Ex-
thange may demand.

The intent and purpose of this instrument is to clothe our said attorney with the power necessary to enable
U, through our said attorney, to exchange indemnity with subscribers; provided, however, that said attorney shall
bave no power to make us jointly liable with any other subscriber; and every liability of whatever nature which
or attorney is authorized to incur for us hereunder.is to be in every case several and not joint.

Thke attorney is hereby authorized to deduct as its compensation 6% of all moneys received by it for credit
| o 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 corperations, who to
- 4¢t 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 SUbaCrleTb 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
thosen.

The funds of subscribers shall be deposited in banks or invested in securities approved by our said attorney
tnd the Finance Committee. Disbursements irom 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
wmmittee. 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.

We hereby subscribe, subject to the call of the Finance Committee, a sum equal to our annual deposits, to
Py excess losses incurred under this contract which shall be our maximum liability hereunder. It is agreed that
our contingent liability as & 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 attorrey, by either giving to the other ten days’ notice in writing; and
thereupon the attorney shall liquidate our account and return to us our net surplus.

Date 19
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Manufaciarers and Wholesalers Indenmity Lxchanee
HIRAM C. C.»\RD.\ER._IHC.

ATTORNEY-IN-FACT AND MANAGER
200 Josephine Street
Denver, Colorado 30206

ine offices of Hliram C. Gardner, Ine., of Donver, Col
i oocally exchange indemnity, such offices being deaignatad Manufacturers and Wholesalers Indemnity Ex-
-ngt, we, a8 a subacriber at said Exchange, hereby appoint said Hiram C. Gardner, Inc., attorney for ua and in
~.rnaze, place and stead, to exchange such indemnity with subscribers at said Exchange, with authority to act
.21 23 88 hereinafter provided:

orado, having been selected as a place at which to

-"lu make, issue, change, modify, classify, re-insure or cancel contracts therefor containing such terms, clauses,
htiond, warranties and agreements as it shall deem best, and to subseribe such contructs; provided, however,
.t the exchange of indemnity under this contract shall ba on a pro rata baasiz with all other subscribers to said
~aunty Exchange, and each subseriber shall assums that porticn of any loss and of Exchange expense which its
© i annual deposit bears to the aggregate total annual depeaits of all subscribers on contracts in force at the time
-2 cluim or cause for claim, or expense, arises; to demand, collect, receive and receipt for all moneys due us or
o zuicdit to our account as a subscriber; to give, waive or receive all notices or proofs of loss; to adjust and settle
. ‘wsses and claims under such contracts or other evidences of indemnity; to perform or waive all agresments or
;=lations of any such contracts; to accept or appoint any person to accept gervico of process; to appear for uz
.21y suits, actions or proceedings and bring, prosecute, defend, compromise, settle or adjust same; to execute
ov aad all documents and perform any and all acta neceseary to effect compliance under any law relating to such
cts or to the exchange of such indemnity; to perform every act not herein specially mentioned that we could
selves do in relation to uny contract hereby authorized; and we hereby authorize our said attorney to appoint
<M eubstitute or deputy attorneys as the requirercents of the Manufacturers and Wholesalers Indemnity Ex-
conge may demand.

‘The intent and purpose of this instrument ias to clothe our said attorney with the cower necessary to enable
~-. through our said attorney, to exchange indemnity with subscribers; provided, however, that said attorney shall
.00 power to make us jointly liable with any otber subscribar; and every liability of whatever nature which
.. altormey is authorized to incur for us hereunder is to be in overy case eeveral and not joint.

The attorney is hersby authorized to deduct g ita compenzation §% of all moneys received by it for credit
*, our account. All expenses incident to conducting the ezchangs of indemnity shall be paid by the Exchange.

A Finsnce Committes, consisting of thres or mors rubacribars, or officers of subscriber corporations, who to
.+ shall be and continue in good standing, shall ba eelected by subecribers. In choosing eaid committee our attor-
- 15 authorized to ask subscribers whom they desiro to carve as such commitiee, and the requisite number selected
. the largest number of subscribers ahall constituts such committes; said comunittee shall have control over the
Doy belonging to the subscribers, shall have power to fill vacancies, end shall serve until their successors are
AN

The funds of subscribers shall be deposited in banks or invested in eecurities upprove{l by our said attorney
! the Finance Committee. Disbursemnents from funds of subscribers ehall be by check, signed by said attorney
i countersigned by a member of the Finance Committes, or by a Bank or Trust Company approved tiy aaid
~s1ttce. Alter the adjustment or compromise of any loss or claim by our attorney, as above pm\nded', the Finance

. .umiee and attorney are hereby empowered and instructed to pay our portion of such loss or claim.

t to the call of the Finance Committee, a sum equal to our annual deposits, to

\We Le subscribe, subjec . L
¢ hereby ) act which shail ba our maximum lability hereunder.

. eacess losses incurred under this contr

Tius power of attorney is strictly limited to the uses and purposes herein expressed, ’ur.d may be t.er'mixmt,ed

.. tune by the subscriber or by the attornsy, by either giving to the other ten days’ notice in wrting; and
n -:.-wn the attormey shall liquidate our account and return to us our net surplus.
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MAHUFACTURERS AND WHOLESALERS
A Colorado Reciprocal Exchange

SURPLUS CERTIFICATE NO.( 1
Replaced as of June 1, 1974

$5,000. 00

. l

This certifies that Hiram C. Gardner, Inc., a Colore
tributed $5,000.00 to Manufacturers and Vholesalers Inden
referred to as Company).

Company agrees to pay lnterest at the rate of Seven
on the face amount of this Certiflicate on the lst day of
the face amount is repaid. No payment of interest may be
“approval of the Commissioner of lInsurance for the State c

This Certificate shall not be a legal llability of t
time as the financlal condition of the Company is such tl
calculated for line 27 of the Annual Statement) would exc
payment of thls Certiflicate, and the repayment of this Cc.

accrued interest, |s approved by the Commissicner of Inst
Coleorado.

— r—— —— ———_———— A - r— — | — S ———

In the event of recrganization, dissolution, 100% r¢
of the Company after the retirement of all its outstandir
Surplus Certlificates, the holders of Surplus Certificate:
be entitled to preferential right in the assets of the Ct
amount of the Certificates held by them together with Int
distributlion of such assets to stockholders.

This Certificate Is transferrable only by asslgnment
l Company upon surrender of this Certificate preoperly assit

‘ of any ]sslgnment Is to be glven to the Commissioner of !
Coloradd

. IN WITHESS WHEREQF, Company has caused this Certific
L duly authorized offlicers of Its attorney-in-fact, Hiram (

20th day of  December , 1974.
/ MANUFACTURERS AHD WHOLESAL
)
. By HIRAM C. GARDNER, INC.,
! subscribers at Manufacture:
Indemnlty Exchange
“Y }" 11 c.-.—__
/ John H‘ Ruunubnxk, Pre
ATngT, [
////// // \
/ -~7 / Ny
wlllijm H. Haring, Secrctarny.—a

EXHIBIT 2-1

THDEMNATY L CHAMNGE

> corporation has con-
ity Exchange (hereinafter

arcent (7%) per annum
une of cach year until

qnade without prior
Colorado.

e Company until such

t its surplus (as

ed $500,0C0.00, after
tificate, together with
ince for the State of

asurance or liquidatlon
obligations other than

~remalning unpaid shall

pany equal to the face
rest thereon before ary

on the books of the
ad. Written notice
surance, State of

te to be signed by the
Gardner, Inc., this
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‘|[Stout Street, Denver, Colorado, on the books of
“facturers and Wholesalers Indemnity Exchange to
its attorney-in-fact, Hiram C. Gardner, Inc. at 2019 Stout

ro

COUTRIBUTION CERTIFICATE OF
MANUFACTURERS AWD WHOLESALERS INDEMNMITY EXCUANGE

il

$2,500.00 No. {6

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-TFive Hundred
(82,500.00) 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 (7%) pcr 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 slown on the books of the
Exchange,

This contribution certifiicate 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 aggregnte to not more than Fifty-
Seven Thousand, Five Hundred ($57.500.00) Dollars.

THIS CONTRIBUTION CERTIINICATE IS REGISTERED in
the name of the owner at the office of the Exchange, 2019
the Manu-
be kept by

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 owmer in person or by attorney duly
guthorized in writing and noted hcreon.

3 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 ovr lliram 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



rule of law or by the enforccment ofF

Al b \e [ it . - L ,
penacty ov oltocrwige: all auch Licohilicy hein, byt
consideration of the
SxprcssLy walved ane released by cvery holder
or cwner herecof.

any assasninent or

1

[

)
acceptance hercof and as part of 1 e

issue hereol,

/

The Exchange rescerves tl
for cancellation any or all of th
issucd by it at one hundred per cc
pal thercof in

> right Lo vepurchase
contribution certificates
W (LOO%L) of the princi-

o then diee upon the due

e date of this contri-
ion certificates scelected
W intevest after the

addition to intere:
date two (2) vyecars or more after
bution certificate; any contribut!
for the purchase shall ccase to b
~date [fixed for the purchase thereoc

7, provided notice to
that effect

hall have been given o the repistered ovner
of such certificate or certificatc; by either registered or
address of ¢ 1id owner or
shown on the books of the Lxchang
presumed to be correct, at least
less than ten (10) days before the

certified mail at the OWNers as

, which address shall bhe
vty (30) days and not
repurchase date. ’

Repayment- of ‘the princijp 1l sum
the duc date hcerecof, at the optio
NO REPAYMENT OF THE PRINCIPAL SHAT & BE MADE except from
earned surplus of the Txchanrce and unless and until the

“surplus as regards policyholders s all excced the minimum
required by law and regulations ir any state or states
vherein the Exchange is thon licer od and admitted to write
insurance; saild minimum surplus tc be calculated as the
minimum required by law and regule ions for reciprocal or
interinsurance exchanges writing i surance or issuing
policies for all types, kinds, or ines of insurance in
which the Exchange is then engaged

shall be made on
of the Ixchange; PROVIDED,

2 under the laws and regu-
lations of any state wherein it is admitted and licensed

to do business; PROVIDED FURTHER t at, beflore repayment of
the principal sum shall be made, © tice shall be given to
the Insurance Commissioner of the ‘tate of Colorado, and

Fo repayment shall be made over tlh objectlon of the said
'Insurance Comnmissioner; PROVIDED I RTHER, no rcpayment of
principal of this contribution cev ificqte shall be made .
prior to the repayment of surplus crtificates of the series
due June, 1969, or June, 1974, of he face Yalue of $5,000.00
each, whether presently issuced and outstanding or not.

/' IN THE EVENT OF LIQUIDAT :ON O THE EXCHANGE, if
¥equired by vote of the subscriber: tbereat or by ¥icensing
éuthority, the surplus as regards :ollcyho¥ders, without cal-
culation of any asscssment against the pollcyho¥ders, shall
be exhausted in payment of liabili:ies of any kind or character
of the Exchange; AFTER THE EXHAUSYT ON of tllnc suvrplus, {:tnd 4
without any assecssment provided in any pOlle,.%hC ag;%cgatc
of these contribution certificates shall bg charmed with
liabilities for the pays. at of los cs, glaLms,’and QSSCSSi
ments of liquidation. Tt is the i:tention of Manufacturers
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i

S
and Wholesal
-
i

this cevtifi

an

cvs Indemnity Exchange in the exccution o
cate that tiis ceveificate sihall serve as a
protection to subscribers at the xchanpe Irom any asscess-
cment or additional liability other than annual promium
as determined pursuant to the pu

rovisions of the policy of
cach and ever s subscriber:.

Detoermination of surplus shall be made within
four (4) months after the close of each and cvery 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 herecin, and parti-
cularly the'words "subscriber," 'surplus'' as regards policy-
holders, "insuirance,' "policyholder," and all financial
and accountin<g terms, shall be construed in conformity with
the definitioas adopted cither by statute, law, or regula-
tions or by tne definitions used by the Nationmal Association
of Insurance Commissioners.

IN WITNESS WHEREOF Manufacturers and Wholesalers
Indemnity Exchange has causcd 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 scal to be hereunto affixed
and to be attested by its Secretary or Assistant Secretary.

Executed this lst 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

1 v

TS . I
ey //{:-f_//</\”——"r‘\-!(_.f. - /

President /

ttest:

';:"! _ ; ) /%:;;izvy@¢qudf%J/(Z’fl//

Secretary L

~—

ADDENDUM
It is provided above that no repayment of the principal sum shall
be made over the objection of the Insurance Commissicner of the
State of Colorado. In order to implement this provision, this Certi-
ficate is hereby supplemented to provide that repayment of the
prinicpal sum shall only be made, in addition to the conditions
already sct forth, provided that written approval of ‘the samc is
received from the Commissioner of Insurance of the State of Colo-
rado to Manufacturers and Wholesalers Indemnity Exchange.
Addendum is added under instruction of the Conmissionor of

{gifrance of the state of Colarado by his directive dated March 6

This

’



REGISTOANTT M
OWINER: Hirem C Garels Inc.
Address: 2019 Ste. t Strar
Denver , Colare o
City cac
J
Registered ag of the_ lst ~ day « Jund , 1965
HIRAM C. GARDNE!., IN¢ attormt y-in-fcct
for subscribers at M wfacture: s and
Wnolesalers Indcmnity Lxchange
By
¢ _
J /- [P S, C) A ey E T

//'

For value reccived
hereby sell, assign, and

A A
iocls

T ecasurer

sfcr unt

the within Concributiocn

Certificate of Manufacturers
"Exchange standing in

and “Molesalers Indemnity

books of the Exchange repres:
‘herewith and do hexrcby irrewv:

to transfer the said Contribt:

the Exchange with full power

Date:

nzame on the
ated by Certificate No
cably constitute and a»point
at iorney
cion Certificate on th: books of
of substitution in thc premiscs.

In Presence Of

Jitness or Guarantor of
signature
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950
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952
'953
954
955
956
1957
4958
'%9
|90
961
bﬁ
%3
164
J69
Jibo
1067
LM
oy
V70
u7l
'72
173
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75
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Direct Premiums

Written

> 908,068.34

934,091.68
1,218,835.02
1,242,074.69
1,274,115.76
1,296,560.58
1,265,851.32
1,380,581.54
L,484,264.,18
1,601,943,.71
1,926,670.92
L, 1a1,922,65
L,991,417.13
1,749,214, 90
1,995,849.00
L,83Y,947.58
2,U57,547.4)
1,319,438.82
1,841,617.86
2,262,461.15
2,559,325.65
3,028,131.60
2,898,779.5¢4
2,644 ,595,21
3,487,674.00
1,296,229,25

MANUEFACTURERS
Net as Reporec

Underwriting
Cain or Loss
$ 199,874.16
172,575.59
212,876.17
237,986.75
272,153.30
268,734.23
175,888.55
L85,044,.81
lol,448.75
34,603.76
(1,080.66)
89,991.31
(124,325.37)
(117,064.96)
40,439,438
(13,694.54)
(52,046.53)
(66,870.13)
(L40,525.80)
{(151,503.67)
13,953.50
(37,446.64)
(321,765.59)
(129,004.54)
(1,023,610.00)
(1,371,456.17)

& WHOULLESALLERS

ed to Colorado

Net Incoume

S 223,400.11
195,544.26
241,204, 24
272,493.18
318,257.24
311,046.49
221,486, 12
226,247.37
208,138,073

84,145.65
48,853, 98
148,032 .44
(64,218.62)
(184 ,087.89)
30,099,483
(27,021.0%)
53, 500,45
11,599,09
(36,715.14)
28,027.45
164,051 .48
107,037.17
(204,449 .38)
40,944 .75
(1,158,184.00)
(1,866,525.52)

Policyholders
Surplus at Closc

S 736,741.52

658,292,472
624,913.30
693,504 . 06.
763,779.20
§52,268.23
695,537.15
734,059.71
864,046 . 96
830,422.14
760,376.,08
740,106.17
667,743,000
366,063.26
397,643.91
634,719.07
600,343.09
801,430.61
610,989.71
685,891.23
1,000,441 .45
1,297, 143,80
1,025,0630.069
801,435.70
(314.037.00)
(1,927,313.97)

$46,907,213.55

S(1,484 ,823,24)

©5( 607,096.25)
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B ANNUAL STATEME

For the Year Ended December 31, 19744

OF THE CONDITION AND ATFAIKS OF THE

FATCFACTURERS AND W GLELALLRS INUEMLITT Lt ANE

NAIC Geooup Coder we . NAIC Company Code:

Organized under the Laws of the Stare of

, made to the

INSURANCE DEPARTMENT OF THE STATE OF

PURSUANT TO THE LAWS THEREOF

CRGANTZED

Incornorted vay 1ete

1 Commenced Business JOE 20, 1919

HOHIL‘ OfflC(‘ 270 Jaseafi-s Screet

(Street and Number)

Colorada F02946

(City or Tuwn, Swte and Zip Code)

A\Illil .’\ddl’CSS 100 Josepnize Street Denver, Colorado 20204

(Sceet aad Number)

{Ciry or Town, Sute a0d Zip Code)

Main Administrative Office 303 322-1844

(Arra Code) (Tclepaone Number)

OEFICERS o of tne Attornev-in-Fact

Rotert T. Matzen

President _sozn

James G, Durdy

Jonn A, Sanderson

Vice-Presidents:

Carl ¥, Thornburz

DIRECTORS OR TRUSTEES™

(FIXANCE COMMITIEE)

$21-73-7495 Serman J, Kent 508-1C-1695 Rober: L, Ord 524-07-%509

(Attornev-in-Fact)

John 2

netezk Charles &, Roth 355-12-5260 Arcayr L, Shinzler 568-52-1640

Charles 2, Allex

Rovert T, Matzen 505-12-2204 Frank 4, Zoske

Stareof ., CTLORAIL L 1
—ss:
Caunry of i
Jonn H, Presicens, Thelma M. Linstrom c . Secrenary. ... william lize . - Treasurer ™

. Reing duly swarn. cach for himself deroses and <avs thac thes sre the abave deeribed officers
all of the herein deccribed avects were tne annute propern of the said 1n<urer. iree and clear trom ans hieas of clarms
scether wih relarec exhibues, schedules and evpianations therein contuned, anneved or reterred (0 are a tuli 31d true
i an sies Of the sard ansurer as of the thirty -arv cay ot December last. aad of its 1ncome and deducuons theretrom fur the
mauea, xaowledie and beliet. respecunely. PR / z .
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President

WS FRAAUGA L7707 secreuary

-ces of the insurer.

Note In the case o1 Lnites Saies Brancoes the o srg must te amended 10 show thatat covers the statement of the United States h_If the United Stares Manacer or the Anorney.
i0-Fact of 2 Kecizrocal Exehante of Llacs Uncemm-itess 13 a corporscan the afascic must be signed by (wo (of threes prinaipal oficers of the corporation of il 2 parinerstip by two
{or threer of ¢ ncipal meir et of U e pretneslip.
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1. Bunrds tS&czedile Dy v 0 0 L . L
EEREREYIN N
2 Stocrs 1 Rieddde Dyt v
21 Prelesnd stocks . R 100, : 5 em
]
22 T SlocKs G me ; PR
3. Morizage Lans on real extate (Schiduie B : 150,000 . :I Mot
¥ "
: I ;
i ..
4. Rea! estate (Schedule AYV: i i
i i
: 5
j d
41 Prot=~ues occupied by the company tless § . . . .. encumbrances} B s E'
f i i
i :
42 Other propertics (less 3 . A 1 et eeeene e e enaes i
f
5. Collateral loans (Schedule C) . .« 0 . o . . . L L. L. . i
6. Cash on kizd and on deposit (Exhibit 1) e e e e e e e e e . TR L RO | B %9,075
3. eiad assets (Sckedule BA) e e e e e e e e e ..
Subtosals, ¢ imvast — i 1,771,453
e Subtotzls, cash and invested assets. sum of Items 1 to 7 inclusive . . . .. o - et WA
i
8. Ager:s' bzlznces or uncolected premiums (Exhibit 1) . .. ... . 1‘65951 2“590 . I
i
9. Funcs hell by or deposited with ceding reinsurers (Exhibit 1) .. R LL3Ra306 E.
i H
i
I H
10. le, taken for premiums (Exhibit 1) . . . . . . . . .. - [OOSR | S R
i
!
11, ~z=ane: recoverable oz loss payments (Exhibit 1) . . . . . . .. LI33.s200
12, Cue cz Sj:-:ities Irarszccig.ns 2,438 2,950 ..
B 3. et e aereern s e sesne e e benan e mmeaes S renbesebeb et et iR as R s et art e St b et entatsek e it atn s s s ssnsessmeionentussnernrensaston || orsensresievestanitassersreranasasentate
14, Izterest, divifends and rezl estate income due and accrued (Part 1) . . . e e
13.
16. .
B S SO OO OO USRS UUP USSP SO USSP UPPTPUTEUR | SRS PRPTTOPRUPTRIITFORIPPIUR | S
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!
< 3 OO OU OO OO OSSP PP POP PO
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LIABILITIEN, SURL AND OTHERE FUNDN ) P
. : N
1 Lesses (Part 3A) L. . . .o o R Limnld -
5 Loss adjustment exprraes (Part IAy iry,72 103 N
3. Cuntingent COMMISSIONS and viher sumiar charues el ! c- ;
4 7oner expenses texciudng taxes, Leenses and (ae3) . . . 2.,5%% ii,ein i1
5 Tates. hiecenses and fos dexcluding federal and forewn ncome taxes) S, " A ‘
L i
6. Foderst and furengn meame taxes texcluditgg & &orred tioxes) . H
1 Fesecve Lot Lapard Drazzs o ' IORYY il i
L ‘ j
8. Dotrownd money . . . . . . .. . . . . - - : i: )
i i
9. Interest, iacluding § on borrcwed money L. oL i
: i .
) i ! 73,
10. Uaeamed premivms (Purt 2B) . R . Lo s $73,45Y i
104, Less Prepand Aceuisiticn Expenses 1 (214,920) (226,553) I
11. Dividends declared and unpaid: !
i
(a) Stockholders . . . . e e e e e e P i
!
(b) Policvholders . . . . T . DA | (PN ORS O S '
12. Funds held by company under reinsurance treaties .. . e e .. ol e e e
13. Amounts withheld or netained by company for account of others .o . .. 52'1“ .......... 117“” .
142. Uncarmed premiuces on reinsurance in unauthorized companics e e S 22002
14b. Reinsurance on paid losses S..........2@1... ard on unpaid losses ]
$ due from unauttorized companies ... .. 8 L HEss ;
e Total ... e e e e I s e
15. Less funds keld or retained by comdany for account of such 577
urauthorized companies ¢5 per Schezuie F, Part 2 PO ... % L T 12,267 3,977 H
e o i
i
16. Excess of liability znd esmpensation statutory reserves over caze basis and
loss expense reserves (Rzedule P) . . . .. e e e e e e e e e e e e e e e ] e e
17, Net adjustments in asseis and liabilities due to foreign exchange vates . . . . . . S PSP U OO O UUOIUIUUER PO
18, Ceded reinsurance balaness pavable. . . . . . . . . . . . . . . Coe e R T 304,232 3.7l
10, et et e e e tsetsesa st ea s ae s e e be e eeEo b eem et et es bt aetees ot nasas nssmseateteessasanansesarsanesrenssseasaeeersrarrerassessnesetatasnsrarsnies || sirarmrsessuemeassensssensssarnossmesistes (| eererasseuerareaiionss et nateannsiaenias
20 N
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21, f
i
)
2, 4 !
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24 Special surplus funds:
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h
f
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i
(c) S
4
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25B DEEZSEES oo oo oes s R et 286,753 . Bs.71
] ! ‘r
. i 22 [o] a2
26A. Gross paid in and contrituted surplus. . . . . . . . e e e HESTERREY 1,221,006 816,221
]
i
26B. Unassigned funds (surplis) . I . PN . P P
) 314,039 ! 801,234
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STATEMENT OF INCOME

1 . . RN
i
» ' A I
4 .
3 Lot exgerss ncurted (Part 4) [ LA RN :
4, Giborounlerstlng exjenaes dncurred (Part ) . E [AREAY) IS EA ] I.
5. S OO OO PRO ,
8. TotelLoderw ritir s dedus tions . .. .. .. . ST e B
7. Netundorwrning gainef juss (—) .. R . . . R S BT .
i
INVESTMENT INCOME o
§. Newnvestmezlincome earncd (Part 1) e e e e . . . . i inn, 3R I 20, m3n '
% Noetrealized conital gaims or Josses (—) (Part 10} . i (115,85 g tiny
9A. Net vestmezt gain or 1oss (—) . P R e e e e . I e, s ' i3 -e !
i :
OTHER INCOME ! %
10. Net gainoor Liis (—) frem agents' or prenuum balances charzed off x
(amousnt rerwvered §....3,516 . amount charged off §.. 2! . . . (22,270 - C(3.522)
1. Finance and =rvice charges not included in premiums . N . . . Il : . Sl
12, 3ervice Fee -0 L TE L S
13. L (25,553) ,
1. o 20
15, latesesh.on issumed Reizsurance Funds Held e 203 \ R !
16, Missellaneous ) 71,621 | -0- |'
17 Totalglerincoms . . . . . . . . . . . . .. P e e e e 51,921 i (2,258)

Net income elsre dividezds to

policvholders and before feoderal and foreign income taxes . .

g

DTS Mk Ll s i

T

Lo raon ey

o)

e e Sles !
18A. Dividends to palievbolders © o . . L L L L L L L L e e e e e e e e e e e e e * 1?
188, Net incorze r dividenis to policvholders but before federal and foreign income taxes .. e e “ :
19, ign income taxes incurred® . . L L L L L L L L . . 0 o e e e . : !
0 Nt BOOTEE .« w ot h e e e e e e e e e e e e e e e e e e e e e e e b ,158,088) i i
CAPITAL AND SURPLUS ACCOUNT
21 a3 policvholders. December 31, previous 301.236 1,025,531
GAINS (+) AND LOSSES (—) IN SURPLLS
220 Netintome ¢fremTtem20) . . . . . . . 4 e e e e e e e ... L. L. LCLLSELIBG) 41,185
23. Net unrealized capitzl gains or losses (Part 1A) . e e e e e e e e e e e e e ..
24 Change iz noz-:dmitted zssets (Exhibit 2. Item 33, Col. 3) . Y e (17,968) . e 13,3180
35, Charge in 1 for urazuthorized reinsurance . . . . . . . C e e e e e, e . (6.290) (5,278}
26. Charge in forezm exchange adjustment . . . . . o & . . . . e e e e e e e e e e e
27, Chanee in : and compensation statuiory reserves over case basis and loss expense
TESEIVES . . . L L . . . e e e e e e e e eTe e e e e e e e e e e e e e S |
23, Capitai chan i \
LR 2 A !
(bY Transfers=d fremosurplus (Stock Divdy . 0 0 0 0 o o L L . oo L !
(e} Tra P c e e s . . .
29. Surpiusad; s
{2) Pai¢ in .. . o . . . . .
(b) Transfermed to capitzl (Stock Divdy) . . . . . e e e e e e e R ..
()} Transferr=i from czpital S T T | Sl H l
30. Net remittances from or to Home Office . . . . . . . . . . . . .. e e B :
3. Dividends 10 stakRolders (€ash) . .+« o . e e o e e e e e e e e e e e |
3 SuBSCTINRTS STilus DTS S ettt ra bt aa et e saa e LA x
33. Change in Iguizz in Unesrzed. Prexmiuv: Reserve.
B et oot e et e
U
L. et eereeseeerv e [ ] s ;
i, Y S . :
T,

Change in surriis as regards policyholders for the year . . . . . . . . . . e s e e 1‘ )
. oion

< s : . 8C1,%3s {
Surplus as regirds policyholders. December 31 current year . . . . . o . . . . s .

. . -0- S cceding ve.
“Amount of fed-ral incoms taxes incurred and available for recoupment in the event of future net losses: current year S0 first preceding year

. seC

preceding year $..
877,300

. Amount of nect losses carried forward and available to ofiset future net income subjuct to
o

122

= v 5CCORd preceding year So. 73,125 ......third pre-

federal income taxes: cuitent year § ..
.0-
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..fourth preceding year S..
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L ey
1 U 5 gmernpient dunds e : ' o0 12,05
11 B reempt tom U S tax D \ : N 5,07
. ! i . e
17 Qtrer bods sumidfdiater D* : R " Py 0,393 :
b ! "
11 Boets ul affiates e ! "
SU Eretertet 8t n3 LRl fdn Lo D NERUR ; . : 1,370 1,20 -k
711 Freerred sta ke il affitiates D ‘, v N
D3 CemenstekGwntiiateds 23,942 § 4 3 -0- g 5.3 te,309
1 . 1 1 N
22 Comron stk of affihates D v ; Pl ;_ it ! .
n “ * " ’ e
' I ; : :
31 Mortgogr loans ! By -« 8,73 i 1 i -0 !: ! Zh,Je8
1 ! . ' | .
0 ' E h ¢ !
1 Reil eatate - COAY .{ : l: l
1 i i . il !
5. Colateral heana LC :{ ) : ! f ‘
H i ] : I ' !
§  Cashan deposit '| N Il « 11 i ; i
.y R f 1
7. Other nvested assets o BA YL 1 . i i
I i i -I |
8. i I e : I :
b ! - :
s H] i [ | ;
] ',l i ] t i : 5
. T L] LI N - {l B 52,099 ,1' s0,817 i 202,055 i
DEDUCTIONS |
- i
H
11, Totai investment expenses incurred (Item 22, Col. (3) .Part 4) - P | OSSR 15,674
i
12. Depreciation on real estate (for compames which depreciate anrually on a formula basis) . . . . . |l !
2
13.
1,
I
1. Total deductions ... e e e e . P .. .. - . . . 15,674
16. Net investment income earred (Line 10 minus Line 153 —to Item S. Page 4) . - - . . . . .188,331
*Includes § .. 4,651 accrual of discount less $.......808 _  amortization of premium.
7 Includes S.... accrual of discount less 3. amortization of premium.
§Includes S..... for company’s occupancy of its own buildings.
ZAdmitted items only. State basis of exclusions
PART 1A—CAPITAL GAINS AND LOSSES ON INVESTMENTS
m @ =) 2 ) ii i® i
Net Gain (=) or Loss i}
Decrenses by ~ i Total
Profit Kal Low: Sal . H (—) from Chance 1n j .
or Macuriry o Matunty Adiustment in Diliecence Beracen i (Net ol Cole (D) to (51
. lue Book and Adoutted I inch)
Values i
i i
1L Bomds. . ... . . 9¢t . 0z
21 Preferred stocks
N
22 Common stocks . o ol e Do 2152
3. Morizage loans SR OO NN | SO f..
|
4. Peal estate . . . . . ! {
| i
" i
5. CoMlateral loans . . . |. PR .
6. Cash on hand i
ardondeposit . . .| .. I | :
"3 Other invested assots
‘o .
- I}
e . . .
!
T e L J 5
¢ | | H - |
5. Totals b 38,06 | “13,172 0 Les5,089) il
. :I ........................ i ! . ~ol !!
s [ e
{Distribution of Trem % Col. (6)) !
i
9. Net realized capital gains or losses® . . . . . . . . . .. . e e e . ! (372,856)
. , i N
0. Net uvrrealized capital gains or losses® . . . . . . . . L. . .. L .. ... sl . . . . R (279,233)
.
*Attach statement or memorandum explaining basis of division.
2Exciuding § O depreciation on real estate included in Part 1, Item 12
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’ " ey by b dh e,
LINE OF BUSINESS Witien e : M [
Yo's Pl 2 M v SRS
L &3] (&1 “ ) [+ 3 N 12 (e "
1, Fire 79,627 17,057 48,701 47,943 1 66,573 278,136 115,722 20h,9n ! 119,610 9yt
2. Allied lines 28,910 6,803 16,674 19,099 2 15,208 64,570 22,510 t1,2¢n I inL w0
3. Farmowners multiple peril 3 -z »
4. Homeowners mulliple peril 9q .f"
5. Commercial multiple peril 92,195 21,470 49,267 64,398 5 52,729 340,200 130,357 262,512 178,08 CEPRTR
8. Ocean marine b
9. Inland marine 115,013 17,100 60,146 11,967 9 56,305 221,427 112 595 Ins ni7 RN b
10. 10 ,
1. 11
12, Fothquale . 12
14, Group accident and health 11
15, Other accident and health 15
16, Waurkmen's compensation 16
17, Liability other than auto 209,766 46,244 90,1786 105,224 17 219,214 518,694 147,639 Y409 N P 1ro, 2%
19, Auto Hability 491,499 207,332 247,182 451,649 19 974,017 1,081 ,0(\8. 1,132,979 PR I [RE I B ST
21, Auta phys. danmage 511,240 Vi Bk 105,448 412,00 21 14,806 907,442 CICAS BN enl vl AREIA N e b
22, Aireraft (all perils) 22
23. Fidelity 5,487 2,346 2,068 5,765 21 8,072 10,446 9,944 8.5 2,0 —_
21, Surety 16,735 ' 122 2,672 14,185 24 5K5 32,464 21,129 1,90 . j‘f' !
25, Glass 1,711 ) 752 938" 1,505 20 2,646 3,286 2,692 3,2 L 20
26. Burglary and theft 14,600 1,670 8,165 7,911 26 7,478 25,941 9,10 24,00 e (RFRAL
27, RBoiler and machinery 27
28, Credit ug
20 Intemationat . 2
.
30, Reinsurance 247,245 105,700 5,108 347,906 ! 40 105,769 261,245 Vot 90m NP TN
b 13,09 | 1 1,620,118 N 2,220,400 3,704,010 “‘_h‘_ i “"_‘: ’’’’ . I

= o v——— 8




Form 2 ‘ nﬂﬂuﬂl_ S””[m“” mﬂ ”IE U{ﬂﬂ ]g” []f ”]E o MANUFACTURERS AND WHOLESALERS THDRIZITY EXCIAKCE o -

UNDERWREITING AND INVESTMENT EXINBIT

PART IB—RECAPTTULATION OF ALL PREMIUMS
o e PARTE 20~ 1 MTUMS WERITTEN
Hammsing e Yoo ¢ g Mot Than $ne T N e
Foan Hate of Paley Yo Joosnn Dhadar oof ey Itwive i Tt mind Hevoaod Do g vrac
'::" ! o Vit r I . '”'“' n
p i v A e Rey

m @ (&)} “- Y] @) 7 ) | = o oo
1. Fire. 29014 43,059 ) 13,177 ,.',/” hh, 10 1 2, n [RL WAL et
2. Allied linea 79,311 14,985 3,437 1,089 16,674 2 Lh,570 PR FL
3. Furmawners multiple peril 3 TN
4. Homeownera multiple peril 4 u;“
5. Commercial multiple peril 88,308 49,267 ' 49,267 5 340,200 248,005 92193
& Ocean marine 8
8 Inland marine 62,117 31,490 33,710 28,156 60,146 9 221,427 o s 1s,on
10, 10
11 1
12. Farthquake 12
14, Group aceident and health iy 14
15. Other accident and health 1;',)) 15
16, Workmen's compensalion 16
17. Liability other than aute 184,996 90,473 1,261 513 90,786 17 516,694 Jin w0n PR
19, Aulo liability 561,626 266,971 1,371 i 267,182 19 1,08}, 608 SE LSty Lyl ey
21. Auto phys. damage 423,348 185,640 955 r08 185,848 21 907,441 Jya,r ) Sii, 1N
22, Airceralt (all perils) 20
23. Fidelity 5,598 2,068 2,068 23 10,440 ahe $,431

. — "

24. Surcty 1L, 920 2,602 2,672 21 32,04 iy, y S
25. Cilass 2,125 938 938 25 3,265 1,504 CET
6. Rurglary and thefl 15,937 8,365 8,165 26 5,942 [ RYS Te e
21, Boiler awd machinery 27
28, Credit RE)
290, Internationat 20
Jo. Reinsurance 5,108 5,108 5,t08 10 AN ’ EORPERR

o | R R N T

wirllen s Her p 1 Advbitionad o et e el e

Al of Wl the premi

Answrn Ves
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MAHUFACTURIRS AND WHOLESAIERS 1LULIGITY EXCIANGE R -

Waate v Mg Biner

fomz ANNUAL STRTEMENT FOR THE YEAR 1574 OF THE .

UNDERWRUTING AND INVESTMENT EXHIDIT
PART = LOSSES PAID AND INCUREKED
LONSES PALD LESS SALVAGE .
Lorioem “wo
LINK OF BUSINESS (‘.:’:V‘r::;“\‘:-r ’:;w‘.
—, . Mteeeecd” e W = -
a [t]) o T I oo .
1. Fire 444 ,46) 430,251 14,212 s 15,768 13,740 [N '
2. Allied lines 1,066 £,301 9,765 8,441 2,220 15.9mn ¢
3. Farmowners multiple peril - .
4. Homeowners multiple peril ':y
5. Commercial multiple peril 11,912 555 11,357 28,231 1057 3,8l >
8. Ocean marine :
9. Inland marine 61,133 8,061 53,092 21,525 4,052 I 71,90 i
10,
1t
12. Earthquake
14, Group accident and health
15. Other accident and health
16, Workmen's compensation
17. Liability other than auto 137,500 78,000 59,500 128,555 134,020 ’ 193,42y 9
19. Auto liabilily 935,639 51,382 884,257 671,765 1,153,704 ; EARIT b
2L. Auto phys. damage 565,647 36,091 529,556 107,254 lol, 3 ! AT )
220 Aircrafl {adl perils) 9,000 6,750 2,250 3,150 TR i [SPERRY]
23, Fidelity 13,133 13,133 1,243 11,100 ! 3,118 -
24. Surety 2,301 2,301 2,046 s, 11 e
25, Glass 1,394 1,396 256 1,
26. Burglary and theft 7,453 ' 7,453 1,813 : Y, e
27. Boiler and machinery ' |
28. Credit '
29. International |
T, Reinsurance 121,K25 121,125 uhl, 184 NI G e | "
i TOTALS I 2om0,66r 72125 G2 e 1,757,829 2en, 10 RTINS |1 '
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UNDERVRITING AND INVESTMENT EXIINIT -,
PPART 3A — UND'AID LOSSES AND LOSS ADJUSTMENT EXPENSES ) )
et
LINES OF DUSINESY - mmmmn Fet Veommontod Net depet el
Phieaet Reinsivanre Ass unwd
ey (ihh i . l(:‘« . s u!. .
1. Fire 12,434 126,928 15,506 262 15,768 2,507 1
& Allied tnen i, mn . L0t 7,090 451 e, ) 1,419 -
A, Farmowners multiple peril | 3
4. Homenawners mnltiple peril | 4 ,.-U
A, Cornmereianl nodtiple peril 305, 144 207,800 27,388 643 8,231 2,057 5 i
8. Ocean marine . R
9. Inland marine 23,550 2,400 21,150 37s 21,525 |! e -
10. ; t
1t . 1"
12. Farthquake 12
14 Group wecident and health et ' "
15. Other accident and heallth (a} ' 15
16. Workmen's compensation i
17. Liability ather than auto 400,366 238,560 161,806 66,749 228,555 ii PR E) 17
19. Auto liability 1,369,446 742,063 621,383 50,382 611,705 i 20 n
21, Auto phys. damage 117,556 22,941 94,575 12,67 107,254 | 11,05 2l
22, Airerafl (all perils) 40,969 17,619 3,150 Vo0 il 31 S R
23, Fidelity 44 784 499 1,203 3 2t 23
21. Surely 991 991 1,053 2,04 .| il 4]
24, Glass 67 67 149 23n ( “t 2h
26. Burglary and theft 195 395 1,618 1,613 t 305 i o
27. Roiler and machinery | ]I )
28, Credit i 2N
20, Inlernational i ) “u
i |
a0, Reinsaranee 553,371 593,378 114, 300 ont, i !:I (e 1) i 30
| 3t TOTAI 3,004,136 553,371 2,089,051 1,508,463 249,306 ,,A,:,_;.,_—‘ 1l __,,_,— Ii " ’
L 2y T [e— E— ezars . ez R s t g
(a)  Including £ =0 for present value of life indemnity claims and § ... reserved for deferved maternity and elher sinudar .Iu-xlrms

88 SECAIN et Ly Al trarron do) b 1302 TR o cretint: o f DLW S 2t bon L o 58 Lot A (B I it Reoal bt s add i e 0 2 )



USNDELUMWEITIN G AND INVESTMENT BN
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', \ PART | — BN NSt

1 Ca—m alistILenl e Tvices.
ta) Dmct o Lo . L e -3 : Voia.
(t) Frzsurance wsumad " ! _—
grance ¢-icd L0 0 0L L . . i } o )

WJ) Net coom adjustment semvices o 0 L L 0L L L1L,U2C !

aae . Rt
: i i i
o Cemmin .nand oekerage: B N
a1 "
i :
: . i
fady Tet . . . . . ... .. . ! 279,063 !I 229,143 :
| : '
(B Pelngurenee wssumed . 0 L L L .. i : :
13
|

71,20 i : 1,620

(¢) Pamsureace coded . . . . . . . .. ; (9+1,579) i (423,579 .

\ 1
(3 Cozungeat—z2t . 0 L L L . . o 0 ... 86,139 i €h, 133 '

{e) Pecey and memberstupfess. o 0 . . . L L L L. ! v -0-

i) N=t commission and brokerage (372,757 r1eg 757

3. Allowanxs to man:zars and agents . . . e e e e 11.398 3 11,298

e e e T e e e e e e e e e 726 p 726

5. Bozrds, tureaus and associations . . . . . . . . L. oo . 27,473

1,101 ! 1,101

8. Salzmies e e e e e e e e e e e e e e 29,363 177,323 1,583 : 205,249 !

sedwelfare. . . . . .. .. . .. 1,293 7,808 59 i 5,170

10, Imsirzaes L 0 L L L L L e e e e e e e e e e 27 1,894 15 4 1,935

11. Direztors’ Izes .

120 Trevelazitrevel jiz=s L L L . L L L L L L. . L 1,987 12,005

3. Rezt zni mnt mime

< S I T 2

pkzze 2=: telegraph, exchangs and express . . . 1,325 8,007 70 i 9,402

17. Legel anfaudizinz . . . . . . . . . . 16,152 15,141 104 A Ly

’ i
saltems 3w 1Ty . . L L L L L .. 59,173 b 312,803 2,88 SRR

(27 Stewz an2 loce

insurance taxes . . . . . . . . . 57,538

manes depasiment licens:ss and fees . .

e e e e e e e e e e 1,536 9,279 81 19,595
{d+ AL <=her -exciuing fedsral anc foreigm income and real estate) i
| 3 b e | o b vr am
(¢ Tetzl tewss, Heemses andfees. . . . . . . . 1.53% " 70,512 1 g1 _ 73,229
4 |‘
| I:
19. Peal estzl: expinses P e e e e e e f b L
i b
0. Pe2al estat: taxes e e e . ... P 30 185 2 5] 217
21 Miscelaneszs (izemize R ‘ \'
) i i
€2) 10267288 s | 84,026 i 85,025 i
i
1,108 6,595 13,123 y 22,925 :
e ¢ :‘
' 620,225 - ezp2n ¢
;i ]
e . 174,857 i] 717,787 15,474 §ns 318
23, Less unnz.i expanses—courrent year L . . N 183,772 i 150,51 334,220 '
i ! ]
ce e i , b . i
1. Add urnpaii experses—irevious yuar .. . ! 275,653 i 221,480 : -0- : 187 .11)
i ' . i i
5. Touzl exzenses paid . . . . 0 4 . 0o+ oo . . o 28k 748 Jl 765,753 ! 15,478 " 1,070,179
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1b.
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1d.

le.
1f.

ENHIBL

T — ANV SIS oF

ASSETS

lamgor Avote ~

Nt A tmiel At

Berds 13chedule Dy C 1,515,238 i ISR | Lamess o
Spcas (Sehedule Dy | . p
21 Prferred stochs o 513,075 ! IEERED ¢
2o Cemmon Stocks . . . ; ¥1.21% .. 1,057 . 4,204 :i
Morigaze leans on real estate (Fo ‘ i ‘
(ab Furst liens | B 139,050 i ; 193,500
(b} Cther than tirst liens . . i ,! N .j
Real estate, loss encumorances (Schadule A) . i |\ ! ‘,‘ !
Colaterl 'oans (Schedule C) l : j ;
Cash os hand and on  depost: : l ' n
1a¥ Cash v company’s office I‘
thi Cssh on deposit (Schedule NY . 5,184 : 6,186
Other invested assets (Schedule BA) . I
Axents’ Bilances or uncollected premiums (net as to
commisions and divdends) . . .| 543,535 77,584 463,951
Furds held by or deposited with ecding reinsurers 172,753 172,753 i
Bilis rece:vable. taken for premiums | -
Reirsurance recoverable on loss payments {Schedule
F. Part 1A, Gl D) . e e e e e e 111,059 111,059
ttocney- (n-Fact 93,690 92,690
Intervst, dividends ard real estate income due and
accrued . . . . ... . 52,699 52,099
Equipmer:, furniture and supplies . c e X X X
Biils receivable, not taken for premiums . X X X |
Loazs on persoral security, endorsed or not . X X X I
Due on Security Traosaetfons . 2,438 2,438 ‘
1
Totdls . o o 3,173,989 ] 59,146 " 563,692 H 2,659,433

EXHIBIT 2 — ANALYSIS OF NON-ADMITTiD ASSETS
EXCLUDING EXCESS OF BOOR OVER MARKET (OR AMORTIZED) VALUES AND ITEM 14, COL. (3), EXHIBIT 1

W @ o
Yea
- it S s T
Comgany'sstockowned . . . . . . . . . X X X XX
Loans encempany'sstoek . . . . . . . - . . .
Deposits in suspended depositories, less estimated amount recoverable
Agerts' bzlances or uncollected premiums over three months due 59,618 77,584 (17,966}
Bills receivable, past due, taken for premiums . . . -
Excess of bills receivable, not past due, taken for risks over the
urearnsd premiums thereon . . . . . . . P
Equipmern:. furniture and supplies . . . . . « « « . . . -
Eills receivable. not tzken for premiums . . . . .
Loarns on p2rsonal security, endorsed or not . :
Other assets not admitted (itemize):
(2) s
(b)
(c)
) .
(e
4]
[ -4 S,
(h)
(i) ...
(61} -
i
Toai Change 1Col. 3) (Carry to Item 24, Page 4) . . X X XXX XXX XX 1 (17,956}




EAPRAL INTHEREOGATORIES — PALD A

1 fave theee baren it in th LGty YA s T ites A s haie Pee al \ B - B T e R L
4 i £ 50 b
Y pnoaete waa fReGe G2 The Bane s ANmae x Les .
PO Y sy e N Gatim g e ' . T
R W Dwes [alagh{R} o 4 fOPAT. DNty e wes? ANsag » [ JERVATRS LTI Y L ree A aoth
. T TTIRIN atta fugrye Cars g cAEwW .
. 3 iU Gran es ol Kec-proe ol by . .
B T L VY I L IR L DR St ies LoD Goan Praat feAasaes ot e s Asanbow °
€ 1 dnaesaatae v iy 4fe nsue, e SUTm et en e cnnhneeat lalal s ob the feaner BB AN Wb TR AT e ffemin ’
) Tt anaant of a- S e ta . PUrvear e bt Dotes Of QONUE L enT g, § tote
o) Male Tetal amonnt ol eivaiees L Suthius Lot Gpaes. $ e
3 el Facnnges enlva
ang Sl NN ANk h es OB e o Bl s Gl Ntrerrs vl h gt GO ST G an et
.“.‘ﬂq-hll'q Py fange T ANswra S NeCt Tt e ol sinerearsAty T vl L. osLusuTiiacr oo N
b WE L evpern— s TEANCRAGS e 0t ) CBEGE e e e tan ] e Aterneyaneb a1 A sk ko LiCense fves, tlres, .eoaloan anlie
Tees, LIPSt @nE 4IViScl, leeS, finlnge Lomittee fens 10y Capenses, (nterest wrpense, toards o Te3uS, Loss 4 159 ) wl-ent expense
> . . L) vtten &
1) Hoisany Atorses b o Cootge nation, Cantiesent ot 0 Bl et s ombitions cared s Answer, 0 PE s cive Tt sntor.
fatibn
& Nt en st ehifeet ar uw[n.-v = P e patad stk ol oy other thetfap e comipany s As kR
Lite investors . PR N TeSLrenal
o 1. che Cemp Ry e th v achocc i cw ol Gt Lo o e ot conepeany L COTpOratiea SIOHD GL R e ot RS GIES e
Tes = iadifecity controlled toe rsiiy @ Attor Lef ALt by westlern L pile flianclal, ing, H“""‘“‘ forpars
1f s oeve tull partivubars . R
N ey g N
: CA'ITAL STOCK Ol Sere (A Fecrntecat E

tnancey

I~ Davaelend Late Are buveiends

Number Stozes | Numbwee NMores 0 it Vidae l
Laners

Nuthorzet i tritstianding i Per Share

Crnbigtive -

t

|
Prefereed . . .0 L L \ . None

t

None

i i
!

Common . . NXXX

3. 1 company has vutstanding bonds, debeatures. guaraan capital notes, ete,. furmsh pertment information ennceening rede mpllun price, interest features,
etc. Asawbx: . durplus centridation cortificates redeemanle at fice vaive 31,221,006 st various rates | .

81, Does the company have 4 plaa or procram for cranting to agents, brokers, cemplavees of others any aptions, warrants or nyghits to purrhxx steck of the
COMPANY OF 1L~ 1' vents, sub adbhanes or aniittes, ather than oprons, warrants or nghts issued 1o ail stnckhoiders on a pro-rata bass?
ANswER.Ne - Uptions extended by Westemn Empire fimanciral, Lac. anly to eamployees and directars of Attornev-iz-fact
If the answer 15 in the amemative, attich a statement peavihing the wiormation required Ly the Instructwns 1or this Ceneral Interrogato

9. L)X(‘\-s the L‘(‘"\U\T\\ eWn any secunities ot a real estate hoiding contpany or otherwise hold real estate indirectiv ¢ AN<wER:
o evplain e e RO

cn e Namie of real estate holding company
Total book value $ .
< company, has it filed with the Tnsurance (‘omnnssmnur of its dnm |har~.v state for the vear covered by this

[A I answer s "m0, expiain in detail in separate memorandum to the Insurance Commissioner of doa thary

Number of parcels imvolved

10 1 reporting company is a stoc
Annual Statement? ANSWER:
state.

10a. l<\ﬂ e anp\Yn\ a member of an insurance Holding Company Svstem consisting of two or more afiiliated persons, one or more of which is an insurer?
NIWER es

10b. If the answer to General lnlermmmr\ l(\l is ves, did the company register and file with its domiciliary State Iosurance Commissiorer, Dirertor or Supec-
iateauent. of with such rezulatory oficial ot the State of domuciic of the principal insurer in the Holding Company Svstem, a rezistratinn statement
proviting d:\mauu subatantiaily simular to the st ards adopted by the National Association of [nsurance Commissioners in its Model Insurance

ag Company System Regulatory Act and moedel rezutations pertaining (huu(o or is the company subject to standards and disclo<ure requirements

substantiz!Iv cinular to (hase remireti by <nrn Act .md reciianons: ANSWER: .- However registration and f£iling made by westers Zmpire fizancial

Irc.iniats ben2lf u in benalf of Cezrany's ates Smtc regulating......$olorade

11. Total amount icaned during the vear to directors of other officers, S.... x to siockholders not aficers, §...

Totai amovim( ot loans outstanding at end of vear to direciors or other officers, $§
Sc

one

; to stockholders aot officers,

irectlv, during the period cmered by this statement, any com-

5V person »\.ulc an ofmcer. director or trustee of the con.pm\ rtcex\c mrccll\ ur in
n on tne business transactions ot the company? ANIWER 10/
3lsg beirg oificers and/or directors of Attorney-

122. Did anv parson while an officer. director. trusiez or empinyee receive directly or indirectly. during the period covered by this statement, any compensa-
ton 12 addition to his regular compensation oa account of the reinsurance transactions of the company?

ectiy or indirectly, any

13, What amount of instalment notes is owned and now held by the company? ANSWER
14, Have any of these notes been hypothecated, soid or

ANSWER: .
15, Largest net a::re,.ate amount insured in any one risk {excluding workmen's compensation ). ANSWER:

16. What crovision has this company made <o, p’n'gct n~e|x from an excessive lois in the event of a cataslrophc under 2 workmen's compensation contract
issued witnout hmit of loss? Ax pensation not written

17, Has this company guaranteed any Ananced pre"num accounts? ANSWER: Yo .. I so, give full information

d in any manner as security for money loaned within the past year? No.. . If so, what amount?

18. Has this company reinsured any risk with an
may occur on the risk, or portion thereol. re
If 5. zive ‘ull miormation
19, If the to-np - has assumed rnis irom another company. there should be charged on account of such reinsurances a reserve equal to that which the
o »any would have been required 10 charge had it rerained the risks. Has this heen done? ANsWER:
20.  Has this company zuaranteed policies issued by any other company and now in lorce? ANSWER
If 50, zive full informauon
21, Were all the stoc bonds and ather securities nwned I)uen'hc. 31 of curreat vear, in the actual possession of the corupany on said date, except as shown
by the schieduies of special and other deposits” ANsw
If not. give full and complete information relating theret rst Yaticnal Bank of D enver under custodidl asreesent. dated. 1071773

21a. Does the company nwn any investments in letter stock or other restricted securities? ANSWER ¥
If ves, are they identificd by appropriate svinbol or ntherwise in Schedule DD? ANswy
21b. Have all pri\:uc pAaermt investments which were the subject ol renegotiation or modification of their terms duging xl
tion of Sccurities office of the NAIC, with fuli details as to the provisions renegotinted or moditicd ? A
21c. Have filings heen made with the Valuation of Securities ofitce of tie NAIC in connection \\uh acqu
tion & of the Valuation Procedures and lastructions for Bonds and Stocks? Axswer:.....Xe -
22, Were any of the stocks, bonds or other assets of the company lnnncd placed under option agree mull. or otherwise made available for use by another person
during the vear covered by this 7 ANSWER:
If ye gx\: full and complete is tinyg thereto ..

23, Stuatea r,( s .1( d.\'e ru:: L\lv N c\unm.mrm At the_company was mae or (s h-nn. nndc and by what dnpar('nv:m. or Jepariments.  ANIWER: S
C o, as and (Sr insurance Deparcrents presently in process

ozher company and ;
sured? ANsWiR:

:reed to reicase such company from liability, in whole or in part. from any loss that

!1 custody of T

disclosed to the Valua

24, Has aav change heea made during the vear of this statement in the c‘nrun by-laws, articles ol 1neorporation, or devd of ~(‘(l'
ANSWER: v f so. when? . . 1i not previousty filed, furnisii herewith 3 certined copy of the instrument as amended.

23a. In what states. territories or forcicn countrics is the company tor United States branch} authorized to transact business?  Axsw Alaska, Ar:zena,
ngrado. Hawaii, Kansas, Missouri,.lomtana,. lew.lexico,.Morth. Daketa, Oklshom, Oregon, Sauth. Dakata, Texas,. -mi-v Wasiy

23b. Ha> anv direct new hu~me~< bwn wlicited or wnitten in any state where the (‘mnp:m\ was not hcensed?  ANSWER: Yes
“ves," eapiain . Surplus lines wvritren in states. “zare authorized to doo .- . P
26. Is the purv:rm*~ or sale of all iavesuments of the company p1n~ul upon erther by the bmrd of durgcmrs or a suhordmaw commitice thercof 7 Axswer:

27. Doc~ (ne company ku.cp a comph(c permanent record of the prOCLC\Im"S of its board of dmcmr: and all <ub0r(|m.ue committees (Hcrcol’ -\\~\\rk

shed by this Department been followed in every dv a2 ANSWER:

I 28, Haw rhc instructions accompanying lhc blank {urn

{Only United States branches of foreign companics need answer interrocatories 29 and 301: ]
29. \What chanyves have been male during the vear in the United States manager or the United States trustees of the company?  ANSWER:

30. Does thic statement contann all business transacted for the company through its United States branch, on risks wherever located?  ANswer:
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pense o Questum 3 an reteospe cive adjustment pueiins

Coreriz o the MOSE fecenl LAfee vears” Asawer: . | 2%1,nls retirnaoie to bucnange
§. What weudd be the percentace reduction in surplus as of the end of the period covered by this Annual Statement trom the combaned ooty of
L - .. - N y )
amounts descabed m Questions 6 aad 77 Ansuwik: Net unearned teport basis - 37,5 increase; Gross unearned reporting pasis -
2207 inzrease ’
9. At would be the percentace reduction in sueplus as ol the Cad s the period covered by this Anaual Statement from the combined

Tt of the

desenibed in Questions 2, 4.8 and 77 Answg:

Saomion 2 S

plemeatary Report of Reinsurance Tranactions

Whenever
the«

¢ COMPANY CNters 100 & Hew feinsurance contrace or alters the terms of any eusting ceded reinsurance contract, during the vear foilnw ing
e Ol this Annual Statenentat shallanswer the cuestions set tarth in Seetion ©as of the date of ~uch new or altered contracts. 1 tie ansaer to
Question 3-howsa eeduction in the thea current surpias uf 307 or more, iCshail report such fact within 13 days after (he date of sueh aew contract or
alteration ¢ each Regulataey Authority with whih this Annual Statement was tiked. )

Sz:it10n 3. Reguirements for Reinsurance Credit
Whenzver answer to Question § shows 3 reduction in surplus of 30 or more, or whenever the answer 10 Question 8 shows a reduction in rolus

ot 30 % or miore, or whenever the answer to Question % shows a reduction in surplus ot 6077 or more the company shall aot take credit for its ceded
feIRSLTANCS Lnjess:

A Trecompany shaill £le in respect of each reinsurer separately as of the end of vach calendar quarter, a statement of balances which shail inciude
cas alances, unearned premium reacrves, loss reserves and acer for retrospective adjusnineats. Such statement shall be certifid by the
raifizrer and Giled by the company within 43 days after the end of cach calendar quarter with cach Regpulatory Authority with which the
Anazal Statement i dled: and,

B. lis surance contract provides that in the event of termination the reinsurer shall continue to be oblicated. with respect 10 business in force,
for *1daysor unul the eariiest date therealter asof which such original business may be terminated, butin no event more than 12 months; and,

C. inu soivency of the company, the remsurer shall be entitled to recoup uncarned cediag comnnssion only to the extent that original

cQ

ns and tave: are recoup=d by the comp:

ay: and,

surance contracts i

D. Thecompany submits
i5 tled: and,

force and thereafter negotiated to each Regulatory Authority with which the Annual State-

insurance agrexments for which credit is claimed by the company contain provisions protecting the company irom an element of risk
irom zltimate underwriting ioss.

Consizzent 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

Cuestion 1. This amount should be computed by applyving the fived or provisional commission rates for each treaty to the unearned peemium
reserve for each such treaty. For this calculation, it shall be assumed that all reinsurance is entirely cancelied, with return of
unearned premium and commission.

2. The amount determined in response to Question 1 should be reduced to reflect applicable income taxes and unearned pramivm
reserves ceded to wnauthorized compaaies, if any.

3. The amount determinad in response to this question should Le based on loss experience to date rettecting amounts claimed as
reinsurgnce recoverabie on paid and unpaid fosses as set forth in Schedule F, Part 1A, Section 1.

4. The amount determined in response to Question 3 should be adjusted to refect applicable incomne taxes.

3. Divide the sum of the answers to Questions 2 and + by Surplus As Regards Policyhok of this

Annual Statement.

s as shown on Page 3, Line

7. These instructions appiy to retrospective rated contracts and sliding scale commission contracts.

Delow should be computed separately for each rerraspective adjustment period which is currently in force or which was in foree during
<cent three vears:

cars and ended during this period, the amount
paid 1o re

o to retraspective adjustment pueriends which commenced within the most recent three
b computed at the masinam fevel provided by the reinsurance coniracts loss amounts previousiy
v accrued fincluding as accrued the amaunt shown in response to Uuestion 3).

s and less amounts

(b. Inrezird to retrospective adjustment periods wineh commenced prior o the most recent three vears and whirh ended during this perni
should be determined as in rat abave. but should be pro rate reduced for the peruod of time of the ret
i» prior 1o the most recent three-year penied.

spective adjustment penod

i) Inrecird to retrospective adjustment periends which commenced within the mos<t recent three vears hut will end after this pe
! Lo computed at the maximum level provided by the reinsirance contracts om the basis of inception o statement date premugm data

*20U.
Otheraise, with this exception the spstructions in tad above =bould he followed.

id tnresird o cotrospective adjustmens periods which commenced prioe to the mest recent three vears and whichh wiil end afzer this perind, th
houle! be deteemined at the masimum ievel provided by the reinsurance contracts on the hasis of inception to statement date preanun
Cata. This amnunt should be pro rata coeducerd for the perisd of tme of the retraspective adjustment period which is prior to the most recent
threr-year period. Otherwise, with these exceptions the mstructions in @) abosve should be followed.

-
Clestion 8. Divide the ~um of the amounts determined as answers to Questions 0 and 7, less applicable income taxes by Surplus As Rezard~
Palicy hoiders as shown on fage 3, Line 27 of this Annual Starement.

Cimtion 9. Divide the sum of the answers 10 Questions 2, 4, 0 and 7 tadjusted by applicable income tasesi by Surpius As Regands Polieyv-
holders a< shown an Pace 3, Line 27 of this Annual Statement.

et uneirnea reportiny busis - 286.1: Cross unesrned reportin; tasis - 165,

w

Codhren .

Vi

e




) ONERAL INTEREOGATORIES — PART B
\x 1

CONGTERY CONTRACTS AND ConIt T ENTS DrbERREFD BNPENSL CONTE WOTS AN ARKANGLE SN TS LT v PARENT
el T LETWEEN Kt T,

L SLENEDTARIES 5 AFFILIATES, CONTINGENT LIABILI T ES WHIUH Mo T Ml

OF UEERATIONS

REPORT TH: DATE INCE RN O
OR COMIITAE o7 THE ANV NT OF
FCESSARY Bk A BULL DIsCiansl Ri,

INFORNATION

Has the company “=mmiczed a
reserve been reprsted ot a special s

Has the company

ANSWER: les

ERIADLY MRPRREUT BFINASNCIAL fostiioN ik R EsULTS

DISCOVERFIY THE SATU R GE THE CONTENGE W T LIAi Ty CONTEACT, AVRANGENEENT
FOUNTS U RSO THE STATUS A 0F THE ANNUAL ST VENT DATE AN AL oTHUR

NICINIE

Jo_ .. 1t has the

+ surplus funds to reserves for contingent liabilities or arrangements mentioned above? ANSWER:.
. . ¥
.33 funds reserve on page three of the annual starement? ANSWER:L..

islowed instruztions {or reporting any unreimbursed expenditures on behall of the company by its parent, its affiliates or subsidianes?




. BUSINESS IN Tind )’—:,\Tx: OF

ENTEDEL UF PREMHEUYY AND Losgy

D)

DURING 11k

.

. Vi [reer.  =a lne wetme I'

LINE OF BUSININS

s v a0 Momieonp b s H
gt st bootote et |
P9t et Faren

et e
“hoadees on i
H . Lirel Buaniemae
Doret b -omiams ! Drret Pemmiams
Wrtieny i tanens !
i

7 Ald Lrnes

3 Farmeamers mul

Serent

¢ Homeearers multifie penl

5. Comrercial muiticle penl

§ Ovean manse

PR S,

3 leland manne

12 Earthcuake . .

T—-_ b

14. Group acetdent ani health

A & H tGroup and
némicialys

132 Celiectrvely renewable A & H

133 Non-czzeellable A & H

rezsons only

156 Oiker azcident only

157 AL otkr A & H

23, Burgiary and theft . .

Finance and service charges not included in Lines 1 to 31: S..

*Duiwct peziums eaned may be essmated by formula on the basia of country-wide ralios for the respectve Lioes of business except wiero ld]us ments are required to rexwTuze specinl

mI2u0ss
* Bumness ot exce—ding 17 months duratica
4To ssree wih Scoedule T.

CREDIT ACCIDENT AND HEALTH INSURANCE
(Included in the Above Exhibit)

(4] o) y 15
Direct Premiuma Eamed** Dividends Pad or
(Ecciuding Re (prier to dinidends and Cratnms vm Durect Dirert Losse Direct Lonwers
Accepted n S Retrospestive Raze Business ad Incurred
Deduction e Cre<ite ard o
Reinsurance Ceded? Credited)
22z Group A & H Polc — Loans
of 6 or LEE3 mont durstion .
32, Other A & H Policies . . . .
34. Totals (Lines 32 + 23) . . . l I ;
*"T3e Lpom shows ia ther col shouid be =itk the cor ding figures in the Credit Li’e and Acodent and Hemith Eshibit.

To be submitted not later than April 1.
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deposizs

SCHEDULE OF ALL OTHER DEPOSITS

made uiin any Government. Province, State, District, County, Municipaiity. Corporation. firm or inditidusi. except
trose shoun in Schedide N, and those shown in "S[’e(i.:l Depmil Scredule” aborve
= 2. [ 5 . B R -
2 | . »
WHERE DEFOSITED DTION AND PURPOSE OF DEPOSIT i PAR VALUE 'l STATEMENT VALUE | MARKET VALUE
TNAL AOMM OF FEGISTRATION OF & ' Il H

PReTEN

3,000

[t J,vuu l 3,159
Loozdo Inscrance 3,087 2/15/95 70,060 ; 69,735 H 52,500
Gole2és Ins _rance 3.250% 8/15/53-78 50,000 i 42,212 i 37,500
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U, S, Treasury Bond, boe 5/15/74 6/28/14 Matured 50,000 50,000 50,1122 50,000
1
!
249271DQ7 Colorado Den, Spectal Facility 4122774 Coughlin & Company 20,390 25,000 25,125 25,080 ' &, )
. Cotorade Jefferson Cty, School Dist, i
R-1 Series 11 4122774 Coughlin & Company 22,617 25,000 25,412 25,152 i 2,01y
Texas, Aclinpton Indep, School Dist, !J
General Obligation 3/22/74 Rauscher Plevce Securities 12,911 15,000 14,378 14,669 9 o
Texas, Columbia Brazouia Indep, Schaol Dist,|l3/22/74 Rauscher Pierce Sceuriries 1,629 15,000 12,144 12,332 20 : iy
Texas, Datlas, 6,0, Bondy /21774 Stane & \Uebster Sec,Corp, 38,712 50,000 39,391 39,742 83 It [
Texas, Dickenson Ind, School District 422714 Ratan Mosle, luc, 21,883 25,000 25,215 25,11 i V00
Texas, Galvaston Cnty, Fricndwood 1.85,D, /20774 Rauschor Pierce Sccurities 20,322 25,000 20,270 20,791 55 y Wl
tiarland Indep. School Dist, 4122714 Kotan Mosle, Inc, 14,848 17,000 17,093 17,046 ( 2 - ' 20
Geand Peairie Tx, 1.5,0, 6.0, 3/22/14 Rauscher licrce Securities 43,251 50,000 45,169 55,304 29 | " 3 2,00
Pexas Nouston Cty, Crockett 1,.8.D, 4722776 [ Rotan Mosle, Inc, 17,977 25,000 18,507 19,008 7?2 i f Vel
Houston Texas L.S.D, G,0, V2274 fauscher Pierce Securlttes 52,609 60,000 55,823 55,991 35 !: 1 3,
tTexas Navarro Cty, Gen, Obl, 3722714 Rauschere Yicrce Seccurities 9,102 1u,000 10,000 10,000 Y :| Ky
Texas Richardson 6122174 Rauscher Pierce Securitics 19,117 25,000 18,31y 18,80 47 "' Jug f
Texas Tarreat Caty, Jr, Collepe 37221714 Rauscher Picerce Securities 23,708 25,000 24,176 24,927 5 4 I 1,00y
Texas Teavis Coty, - Austin 1.8.D, 64722774 Rotan Mosle, lne, 26,514 35,000 26,808 27,679 98 ,': | 1,bes
Tenas Williamson Cnty, G.U, 6122774 Rauscher Yievce Securities 9,036 10,000 10,000 16, 0u0 ’ 3 I vk
I
| b 1
Comnerelal Bonds | ! i
- |
i .
H I
147429400 Case, J.1, Ca, 4f22/14 Stone & Webster See,, Inc, 18,900 10,000 19,660 20,384 A , ' 1,es
LU2064ABS [ CGulf & Westera 1/ Kauscher Pieree Securities 17,700 30,000 21,794 21,799 Jls i | .
695156AR5 Packaglop Corp, of America n/1/14 Rauscher levce Sccurities 29,800 40,000 33,8385 33,8425 129 ' H N
JHLOBIANG Fidelity Corp. of Virginia 4123/ 14 Stone & Webster See,, luc, 5,650 10,000 8,750 .80 15 . I
869 104ANT Susquehanna Covp, 47123714 Stone & Webster Sec,, Inc, 3,045 1,000 8,078 7,597 35 ' ¢ i
d .
Publtic Uttlities b |
: .
Panhandle Eastern Pipeline 1/15/74 Stune & Webster Sec,, Inc, 2,000 2,000 2,120 2,120 H f o
" ToTT Tt T
TOTAL BONDS 616,607 725,000 650,531 660,654 1,032 I’ 16 s <5, 0k
STOUKS 1 .I — F .
s | ; .
Preferred Stock ' i“ v
b |
0101774056 American Tel, & Tel, 9125714 Learned & Company 700 27,646 35,000 35,000 || !t DFE RS
0Motira06 American Tel, & let, /30714 Learned & Company 100 11,599 15,000 15,000 | i [T
203201104 Comuonweateh 0L 912/ 14 Learued & Cowpauy 1,200 20,3062 36,510 36,916 l LT
261597108 Dresser Ludustries L1774 Rotan Mosle, fnc, 1,000 42,519 40,808 49,308 i| tounl [
b
] 1
| ’ l-
! 4
i \
I
8436727104 Southern Ratlway Company . 9119174 deffertes & Company 1,000 39,000 33,615 33,615 : 515 !
Tlotar 33 & wommary dum sk Antaly ol Croomun & Y 14wl Fait $ Al Bavdy and \terdy acqaues and dully L-l':;: l;! LYy :.‘ul won o )
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SCHEDULE Deitart —seetinn |} _

v Comtreied ) cnrited ComPovres
{ -~

Cuertsoomraire Ke. o s e Vacwatenn ot Srares Lt Ceriatn Nanagid

R i - . _ _ _( Y e

e " l. . > Comem N

’ -
HE TR EENITTR AN Cragent N
. 16 Nae Aemert of S .
Niame of S oennd v Controded or e b N N A A i
- Attinated Coligaany iwts Nt e Aasts
By ater 0

L N of ~m e, o Ot e s

=
)
(3]

| t H i
Total | i || |

of presioun year's statement Gled by the ansurer with s domitibary wnsurance depurtment): S .

Amount of Insurer s Capital aad Suiplus ¢fuge 5] Line

SCHEDULE D—Part 6—Section 2

a @ h - .
Common Stock of Lewer-tier
Name of Coimpany Amount of Int: Compun Oaned Indirectiv by
Name of Lower-tier Company Listed in Section 1 “assets Included in Insurer on Statement late
which contrals Lower- Amount Shown in o P
tier Company Column {3}, Section 1 . . .
No. of Shares o, of Qutstanding
i
i i ’
Total | i H
Instructions:
Secnos 1

for which a Ferm
or foraution, or to

. controlled or affili
n 4 «B) of the N:
sed assets have been transferced.
Column (2+: State whether the admitted assets shown by the insurer in this stuement include, throush the carrving vatue of common stack of the SCA
Comp.nv valued under Section 4 0B of the NAIC Valuation Procedures, jntan zible Ms ansing out of the puarcho=e of ~uch common stock by the i
”'}f‘ purchase by the SCA Company of common stock of a lower-tier company controticd by the SCA Company., For purposes of this questinn,
bic aszets at purchase shail be defined as the exc of the purchase price over the tinzible net worth :total assets Jess intanshie
repre~ented by such shures, as recorded immediiately prior 0 the date of purchase on the books of the compiny whose stous w.s purce
Columa 131 If the answer in Column {2) js "Yes™. give the amount of intanvible assets involved. The intngible assets shawn for the SCA Coanuny mu-:
inciude anv intanzible assets which are included in the SCA Companv’s carrviny value of the common stock of one ar miare Jower-tier coniprinie: cotutraijed
by the SCA Company. In all cases the current intangible assets equal the int assets at purchace, as defined above, munus any write-oil thereul betwein
the date of purchase and the statement date. If the answere in Column (2) 50 Lostute “NJAT in Colunm (30,

Columns (4 and 151: State the number of shares of common stock of the SCA Compuny owned by the insurce on the stutement date. and the percent ouned
of the out.tinding shares of the same class.

Column 11): List cach subsidiar
SL‘L{ ne s required under Sec
which purch:

ted company, securities of which are directly owned by an insurer +3CA Compan
1C Valwation Procedures. and which SCA Company was acguired throuch purchas

Srkcmon 2

Column (1:: List each compuny which is cantrolled by an SCA Company by means of & holding of a control block of the outstandinz common stock. either
directly or throuch one or more intervening companies which are also s0 controlled. Do not include companies which are themiseives SUA Compunies tisted n
.- Sectwon ). !

Column ¢2): If more than one SCA Company controls the lower-tier company, list each such SCA Company and complete Columnst3)—¢5) separately for ea

Column 11 As explained in the Instructions for Section 1. this amount iz baxed on the intincihle assets at purchase of the stock of the lower-tier company,
reduced by any sub~cquent write-off. The amount shown alko based on the proportionate owneeship of the dower-tier company by the rejarting snsurer

Columns 14, and 13): These figures represent the proportionate ownership by the reporting insurer through the particular SCA Company.

ch.




3. Carrent Year

. oo ef Decemner
)
=7

W <
., c— — -
. N R .
CONANY L F RpINST By e . Vi
CAN e s e et e re et UAATIN '
Selre Sleiy Mmm ML Mfruiana (e e A
Ac=irai U e ..
Alistate wozpa-. YTt coom, ili.ccns - Lel ne l
Banc) Ce SequfC3 o8 oslal) e 1, ~3 hithd
Calitorara .rion irsurarce Companv - Pemmsilvania ; , ~ire i LS 1,1-0 ,
Certury Casualiv Lomza Prieis -3- e
Constellltian re1nsira=ce Juroamv St .- teo .. -
ConsZituTivs =e1rs .Tadie «orsofalie ew ik : -1 .- :
Excets drd Yaseaity fetds_cinie asssilattom Tew vtk . G- -
Genersi Fernsirince O 1tior Sew Yore ew (ot B =)= -
Creit Bo0tiwest Fare los_rince Compan: VaS3, Arizona : .- -h-
barzor fnsurance Lomaars Las etes, aliferela Y - 22,30
Houston Ge~eral Ins.rarce Companmv Fort «sceh, fenas H i 20,820 =0
The ic”lrc" irsurance Comrs el Unys Lew tore, Sew tocx v 11,3107 417,405 : =5,222
Sew Zavland feinsurance Ciraorezion L5808, MIssacnusets " VS - i,b4n
Soreh A=ericin Fetnsurance Lors2ratis— D hew Vork, hew toes W -0 . ~fpe 7.838
Nortreastern fire Insurarze Corzany ¢ Peansviva saverzwn, Feansvivania i" 5= I‘ -0~ ' 1,125
Presii10 insurince Compan Los Anceles, Calizsraia p -0- 4 1,564 ; -0-
Reinsurance Corooration ¢f N New Yors, New Tork i -0- : . £ . 5,622
Sear felnsarance Cemsany Dallss, fexas ! -0- 4 -9~ 4 4 2,512
Slareia America Revasacars lew New Vork i 66,959 ! 832,004 3 : 505,164
Te:n Nova Lr‘sur;\nce Comzs Londen, Enclacd -0- 5! b0k ] i -0-
federsriters ac Llovds londez, Znclan 12,793 i 154,243 H i 3,544
Ut ! In c - ; 3 e E 3 iy e
tm ¢ lasurarce Lompany Seattle, Wasaingten -0~ } -0 3 i 1,250
Naseer Fice s Marine Insurance Comparv, Led, . Tokve, Japaa -0 J 2,606 1 i -0-
) 4 . : i
: : i
) : : "
| - i
[ i
‘ i ! 4
| ’ i
. )
| i i
A 1 i
3 ! i k]
y I §
) i
. | |4
1 i H
i #
1 i
: i
]
i [
i 0
bt
] i )
l 1 l
k : | i ]
B i i i /
i i # 1
“ . . d . d
Tesids © ll 111,859 2,089,051 Bop225,971 :
SCHEDULE F—Part 1A—Section 2
Assumed Reinsurance as of December 31, Current Year
(To be fiied xot later than April 1)
i i m il @ § @ “
i : i
NAME AF sTivarSEn b 1 Resstraxce raxcE e,
(Aflilintes and =w.alfilsies 1o 4 | LOCATION Pas apif oON PAYABLE OX B ertyee
grouped separate.: showirz sub-louss | Pats Lissts Usapatd Losses (Esurmated)
for eac ¢roup - i
i :
I fort i P H 1 i
ster, forrergill & Hare - q N ! f
¥idwest Mutual Insurance oz 1Zes Molzes, lowa (798) 3,625 : i -0-
jesidio Insurance Company iecs Angeles, Califemia {e31) 33,226 i 13
par< Reinsurance Marage :
account ©f Various Reins: eton, New Jersey I 11,397 420,251 4 5,095
th ATerican Reinsurance .. Yorx, vew York ! 1,528 ¢ -0-
D. Saver, Lnc, for zre ea: nceten, New Jarse i 30,933 209,104 3 -0-
i i :
| i
: : .
! !
4
! .
!
!
!
i
i
i P
: \
. ! | [
i |
il A
: |
i
1
R i
| 1 |
; it
i ] !
s ; I \ |
: i i i
-— ! it / |
g i i :
: i : i
| . i ! - y
B ! ;
[ i
Totzls 40,993 “ )

667,744




Tra™ .k (invay v Awoa AT F e o CERR Y Awot N 0 B iNe manty Tt wtiwy
- \\‘1 y-
. N 12) Kemnsurance (rdod ' N
4

1
i

Tatul Reonurance Cedod by Portpodin © i
(b1 Reinsyrance \ssumed II

)

4

q

i

-}
=
=

i .
. o E t
Totsd Reinsuranuce Assumed by Portfolio i‘ :
i
SCHEDULE F—Part 2
Funds Withheld on Acconnt of Reinsurance in Unauthorized Conmpanies as of
1 : @ o i . ; w
i .
) ¢ UNE1aNED Cain axn UNPalp oTAL f MisTttLaNiats
Nave or Peissues Pre us Lossrs RECaveRasLE Lus (2 Hitancrs
Cot. t1» Prus «2y | T
1DENT) 1DERIT) X (C2EDIT)
i
H m > -
Secr Reinsurance Cozpaay 2,012 -0- 2,012 gl2 * 2,012
i
|
|
¥
*Letzer of Credit i L
>
-
: 3
i
i ' 3
i : -
i : E
4 E
: E
] E
» b
| i g
. 3
3
i I 1 | 3 ;
Totals || z.012 4 <0~ ] 2,012 f 812 i ‘ 2,012 A
NOTES  Tow of Cajumn (A1 to azree with dedurtion taken in [iem 15 e 3 . Tottoes al crahit aee 10 be ancludad s Column (40 and indicataad by an asrerish €29 Latiers :
Swmuntiea held on depass.t shall tae valuid 10 wecordaace with No AL L C valuations, of crexln mie not 1o be acludest 1a assets ar Labiitien 00 Vaves 2 or 2 or supporhing peges 1
or evhituts. =
&
=




SCHEDULE 4 <
Showrmg Net Lavses Pard o Frdeioty and Sret TRt were wndrifaved of December 303 nf e 1 dla g vel Compared wiih bt
. .\ Lishristy ,"( Sl Niatement of (e reshectite Years and 2t end ot Cureenl )( -4
. E :
- . . il == = =
N 3
w»"f? R IEAAL VRIS IR TR 23 BPRNY L ¢
e e - LNTE Vi e F e -
FEUET I TR A : T
SV s “r}e
i 130 - .
i
259 131
90 S1
L
5,361 18 -tr 1=
150 [@KX] - X
- - [ 4
ols -0- “1)e !" 2
3,191 $,913 «0- :;.-*
= 1z
. 5,710 ; 4,935 -0- e
: I -o- -n. -5- i) [
_— C
6,280 5. TAL : -0- ; 5,764 . (G1e) '
i 3,110 . 493 ! -0- i 493
; 10,275 i 10,000 i -0- i 10,000 i (273
H ) ‘ j i
4,150 B 407 i -0- i o7 (¢35

SCHEDULE K
RESEEVE FOR CREIMT LOSSES

—

Net unpaid losses on policies expired prior to Octobar 1, current year

2. Reserve for losses cn policics expired in October. November and December, current year:
(a) Net premiums written on such policles . . . . . . L L L L L L 00 e

(&) 0% of fa) . . . . . . .

(¢) Net losses paid under such policies . . . . . . . L L L L0000 e

(d) Difference (D) — (€) . . « . + .« . .. o o e

(e) Net losses unpaid under such policies . . . . . . . . . . .o o e e i
{f) Reserve — Item (d) or Item (e} whichever is greater . . . . . . . .« « - . o o . e e e
3. PResarve for accrued losses on policies in force December 31, current year:
(a) Net premiums earned under such policies . . . . . . . o . o L L 00 e e
(BY 307 0f4a) . . . L e e e e e e e e e e e e e e e e e e e e
{¢) Net losses paid under such policies. . . . ... . . . . . . . . L . . ..
(d) Difference (b) — (€} . . « « .« . . . . . . L. e e e e e e e
(e} Net losses unpaid under such policies . . . . . . . . . . . . . ..
(f) Reserve — ltem (d) or ltem te) whichever 1s greater . . . . . . . .. . . i
1. Voluntary adéitional reserve . . . . . . . . o . . o . e oo e e s e e e e e e e e e i
S oTotalreserve. . . . . . . .. e e e e e e e e e e e e e - - . g
L
H
. ! .
.
i
¥
td
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AENMENT Jurtng LRE Ve ST eXULLinT amPINN S rare af r P exPentdiliores made Y or awizatrons coted g Part 1V Aclon

AN NT RAT

FROMA PO LR ERNCEED N
Ly voesss

Fletcrer

s, cacc e

citean,

racsas

Yroirstacda, Vissourt

trtemeigl Laamination

Funance

. P Rite va=i~1T: 1+ Vissourt mance
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PART 11

Shoutng ol tayrrents (other than salary, compensation. emoluments and ditidends)y 1o or un bebalf of any officer, dircctor or (I/I/III/\(( uhich
ex.eeded I1ia) or amounted in the aegregate to mare than $10.000 during the year. (1_'_u11nliu',; resmbirsement of expendiinres for
trunsporsstion, boerd and lodging of Company Auditors, bipectors, Claims Investigators and Adjusters, and

Special Agents, und excluding payments listed in Purt 1.)

NAME 1€ PAY,

[

ANZ TOUE OF POSITION

w
AMOUNT PAID

i

OCCASION OF EXPENSE

BY wHY AUTHORIZED

PART III

sments for legal expenses which exceeded S300 or aggregated more than $5.000 during the sear, exclusive of payments in connection
with seitlement of losses. claims and salvage wnder policy coutracts, (Excluding payments listed in Purt 1)

W £} (] : 14,
FAYZ
AMOUNT PAID OCCASSION OF EXPENSE BY WrCW AUTHORIZED
Navi H AJGRESS [l

o

PART IV

wing ol czyments in excess of S10490 to each Trade Associction, Service Oryanization, Statistical, Actuarial or R.:liug Bureen durir/g the ycar.

(A remvice orgenization is defined us every person. p.:rlm'r;/,v:p. associativn or corporation who or which fermulstes rides. estahisshes

stanczedy. i assists in the meking of rates, ruldes. or standards for the information or bencfit of insurers or rating urganizations.)
& 3 TS

. @ 13 | *
OCCASSION CF ZXPENSE |

AMQUNT FAID WHCV AUTHORIZED

ATTRESS

trz=sas City, Missouri 5,977 Association Dues & Services Finance Comrittae
New York 1,068 Association Dues & Services Finance Comittee
tes, Illinois 1,650 Association Dues & Services 4 Finance Cormittee
i
ew Tork, New York 4,108 Associaticn Dues & Services % Finance Cormattes
ci ?laines, Lilinois 7,379 Association Dues o Services i Finunce Committee
lrcepencert inswrers |

—  —— ~———  ——— —



year and the mys AL PR AN AN R

Nerrane sl Egves oo i Comitgeiies Sotiuee go i d )

R R PPN R L R L T o]

Crecardy gy D0 lemmer S at tre Lurmest Vear

UIEN DE POl

el my loe T Sy Loy

Sretenlid TV 3 et figme i tramical

A-erican a0k of Comwrce, Alhuguerae, Movico .. -
t.r Zarw 3 Trust CLartany, Denver, Colorado .- N, en
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Totals—Open Depositories il i - - . 6.1
SUSPENDED DEFOSITORIES g I. ]
H
| i
! i
I i
i
i ,
Totals—Suspended Depasitorics ‘! i
Grind Totzs—All Deraositories | b o i
i il k 3

TOTALS OF DEPOSITORY BALANCES ON THE LAST DAY OF EACH MONTH DURING THE CURRENT YEAR

i
1y 2 125,745 ey
1 10,780 AUSUST
137 21,477 |

e Ly ire

the left of we Aame al tre depa

Orprmits iz federally ineased domnttories Aot evcved
the Fedenv insured acwent in aav one depository”.

Neroustie certifientes of degmit ta be reported in Schedule D.

*{n rach caw whece the devmitnry is not 1aenrricated amd subjovct Wy pasernmental supenision, the word “"PRIVATE™ in capitals and in parenthee,
sev. Anv depumit 1n A suspenderd depository which s taken credit for should have a star placed opjpwsite the ame

thus— s PRIVATE
nt an the sohevdule

should he sn<orted (0

€ the 1neured amount mas b combuned and reportei opposite the caption “Daposits in ensert aumber’ depemitones which do et excend
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Weite e Stumnp Nuwne
SCHEDULYE O
Lotses Other Than Auta I.i.//;/'/i') (B. 1), Liahility Other Vhan Auto (B 1) and Warkniew's Comfiensation
H w i w ) " [ " o o an wn o 4 aa BT
Vammon pkd bk (e voor
Iy wwbonge aod e
1eveisl :'.-.:',“"";:"""* the Pavoses anpad Dewnndaae 31 0f enorent yoar Pievedog e
The basin (o Lo 4w "
i R I O toses | L SRR i IR I A " At
vy Aurvag oo b "’I"'.‘ I:'/f“" ' duing duimg I tn Wl by Tard 18
1 frs IITA] [T P LR TR 'R
ik LN M)
P . i
1 Ine ’ 604 1,128 6,000 th, 712 15,708 s, /et 7,508 e 1y, 7w
2 Ahed lines 6,613 1,152 9,705 19,121 8461 8,641 3,192 19,121 L
3 Farmasners multiple pen)
4. liomenwners moltipte pend
5 Commerciab multiple prtit 9,251 3,014 915 11,357 53 28,231 28,231 3,014 51 1,097
8§  Ocean marine
9. Inland marine 53,379 2,209 2,496 53,092 12,698 21,525 21,525 2,209 12,09 3,0m2
10
1
12 Earthquake
11 Group arcident and health
151 Credit A & H (Broup and tadwiduny 1)
192 Collectively renewabile A & H
153 Noncancetfable A & W
154 Guaanteed ronewable A & R
155 Non tenenable tar stated veasons only
158  Other accident only
157 Albother A & H
12 Uatality other than auto (P.D) {¢)
C20 Auto liabibly (PO) ©
21 Al phys damage 570,469 53,123 6,120 | 80,455 | 17,247 2,454 529 556 173,954 670,040 1,625 100 671,765 60,908 1o, 4 Int, s
22 Nicaft it penls) 2,250 2250 8,517 3,150 3,150 5,400 13,017 1o
23 Fidelity 3,133 10,000 13 133 . 784 . 784 10,000 10,209
24 Sureyy 1,89 3 I 2.301 . 991 . 991 407 3174 4, 7u0
25 Glss 1,075 359 1194 179 256 250 359 1
26 Burglaty and theft 7,296 157 7 453 4U) 1,413 1,813 151 P
21, Buler and muchnery
28 Ciedd
2% Internstonal
30__ Rensurance 21,825 721 825 | 743,830 667,746 667,784 1,389, 59 | 2,190, 8% Ly e
3L Totats 659,961 736,569 1,306 338 958,759 47,849 1,625 070,994 b,a82, 200 waToe
¢ Bachule reverves foe Fulelity and Sueety loes invaried Wt wot evprted 3 ol 4 t Frdelity and Sucety desersey shtamned Gone Coabann G0 Lines 27wl 06 Pare 18
101 T bude woommia naby don those Tonss which were iovsrred proes to 1601
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SCHEDULE P—PART 1A—AUTO LIARILETY
Reserve for Unpaid AUTO LIABILITY LOSSES December 31 of Current Yeart

SCHEDULY O

ENPERIENCE

v @ " (4) LIABILIEY LUSS EXPENSE PAYRUENTS o [ e T ;I T |:-“ - i| e
idl e
Yeaes in Which Premiums te) Linhility o A o Vol @ nll!ii.:|:iii\:yl’l,‘:(-\:_ao Hatin e Totd B oo Tord 4w s voaa,
ruh;.-l\::"'\'\m Lavces W ; Pt foms: Payments Allseated Ho 1 e Unatlocated Wativ Total Fayment e .’.,“21'..‘.1 “N"wl.l.‘-".-l. rnbey i .“: ”.f'.;-‘m‘ - ! !i 'h\ L
nl\nll\‘"\‘\l‘l“ {Nee Nutes (a) sl 1h1) 2 . 3 ] bocate [N ET LGl 4 Tl ol 6) (ol 1 Viae Cal ) 28 R ié ‘l .' "‘-‘v I.I.“: . ’ ”Vm )
| o
! tior ta 1671 Leior to 1969 11,571,470 5,770,823 1,083,190 18,7 1,362,90) 23.6 2,446,293 6,223,116 ] a3 r oo :"il"”‘ nL i
2 7 Prior to 1%9 553,154 268,486 41,468 15.4 43,664 16,2 85,112 353,598 63.y -0- 27,11 1' s
3 LGN Prior to 14960 313,680 160,732 19,669 13,9 34,465 24,5 54,134 194,566 82,1 -0- i g- ': e
4 . 1909 784,135 625,414 61,983 9.9 23,411 3.7 83,396 710,808 4o, 1 2,961 ]! e
5 1970 795,990 412,422 40,829 9.9 5,490 1.3 46,369 458,291 51,1 2 s , .
6 1971 1,286,260 1,376,061 113,203 8.2 5,914 WA 119,117 1,495,178 16,2 14 (IR !! Lot
1 Total first period 15,304,669 8,599,908 160,592 | 75,8217 Todnb.at0 0 | TR TR T - Leisof s
ST T T e T T L | Laases || wsaes | ses] s, | Ls| T Toogsse || 1,2te,8s f Tesa T T T2y T 5,5 .| Loy
) w3 1,228,485 691,933 70,604 10,2 1,424 .2 12,028 763,961 62,2 3 AN ot
) 1974 451,669 135,331 38,294 28,3 2,989 2,2 41,243 176,614 39,1 v LR !! e
T e v e | o T e | T T e | s e | T | T T oo
4 Grany Torars 10,542,991 1,564,938 1.8 Vs, | L. 3,050,026 1,598,600 | vl ey "l T ;{ SRR
— - e PROEAU | WO }| N S | GO { I
(f(?i}l’ll'l':\'l‘l()N or R1 UNPAID AUTO LIABILITY LOSSIES
Yeurs in Which un 1) = T T T —HwVT;T'_.,‘_—_W PR T ;
e O W Rt I AL SR TRC TV S I S
Faveses \Were in Col. 2 ":_"I"".“-" Stated I Negiative Bntee o0 Expense; Case basis in Cal 1% or 1, I " »»IlI: ‘I l‘. 1‘:.1 ‘1:- “
Tienrred in Catumn 7 Cals 15l 10ty Whicheser s Geeater l; | |
; 1972 767,503 1,216,685 -0- 101,124 otare T':v;”_' e Ty
1 . 17 137,091 763,961 -0- g3, 4y) Jad,ua) bola? ung i
. 1974 270,989 176,64 94,175 156,975 156,975 ’ 333, ti
i lA.775.583 2,197,260 9/.—,37-;.. _b.:;"— ! NN f:
A Rewrve for unpaid Dability losses and lows expense, (st period oo of Cols, 10 and 1014, first period) >~! e a - -
Ha',fl)“_l(n-f(-r\'v f.u‘r !x|‘||mir| li:n‘hi]i(y ln}:c.os mnd !nsn expense, second period Clotal of Col, 17)
e ot e e e e e e 12 et S a1+ o+ o £t e e -

T ldes ondy Bl Taas Lastaldy puioe o 1974
NEPSCHEDULE P EACE 0 OGS



Furm 1 AANUNL STATEMCAT FOR THE YCAN 1974 OF THE BRI XONE i
. Weutr wr Stame .- -
SCHEDULE P—PART IBLIADILITY OTHER THAN AUTO
Reserve for Unpaid LIABIITY OTHER THAN AUTO LOSSES December 31 of Current Yeart
SCHEDULE O EXPERIENCE
= = ==, i e e s e = - = s FAN .
" @ o () LIABILITY L0 ” ” ,' - ]
Yeaen in Which T Liability Ta . Toatn . i 1o
Veurs i Whieh ]l gy Were Presivn fe) Lishitity “ o * wid Lo Enpemve || Batio | i IO R
Pobivies Wese Farned and Earned Luss Payments Iatio Ratin Total I'ayments "'" g I,"::I;: 1. i,rl' Fett onstn § ’ '(4 .
§ . v . ate o , A4 Kl . ; S oo to o
Isued Loses Were ( See Notes tn) and bt Allocated Wi | (R Unallocated  Jiar @] (e g ras Cot. (€l 3 Plux Col 0 " Ca e baas ; nod g
Lneureed . %o %
. . !
== = - —_— == sms=sesmiomiz e o ca
U Prior to 1967 P'eior to 140G 2,556,714 863,829 310,544 37,0 306,167 35.4 625,711 1,489,540 55.3 -0- -0 ! : 1,554,
2 197 I'rior to tGY 106,666 35,312 12,620 35,7 12,902 36,5 25,522 60,834 51.0 ~0- -u- |’ -u- ; .
3 1968 Prior to 1469 61,246 28,361 7,297 25,7 11,769 41,4 19,066 ) 47,827 7.4 -0- tota o
] 1969 181,823 43,987 8,088 18.4 7,250 16,4 15,338 59,325 32,8 -0~ -0~ U
5 1970 166,128 32,802 6,612 20,1 855 2.6 7,467 40,269 24,2 3 12,500 [S-10A b
I
283,971 30,113 41,8 31,831 48.6 61,944 127,158 44,8 ? P 5,0ty ‘;! v
3,35h, 748 184,274 35,9 370,774 14,7 755,048 1,824,753 54,4 1| ! 1,023 || e
R S A ) [RUNTRNENR L RSN SIS FEEIUAEASOR R SRS | SRR | B e - b A | ¢
197,389 57,106 11,747 20,6 4,601 8,1 16,348 73,456 31,2 7 37,128 ! B 06 i e
o 1973 197,640 28,922 7,617 26,5 16,987 s8,7 24,664 53,586 27,1 4 S6,835 t,ely 12
n 1974 165,224 10,380 105.2 13,925 2 ou,sss Vi '
e e i R R | SO R | S R - I, .. PR . B | S B RS . E]
"t ‘Total seconrl period 560,251 96,408 32,509 3.7 54,937 151,345 27.0 1 I 1ia 117 i 1 onh i! el
12 Grann ‘Torars 3,917,001 1,166,113 406,102 3.9 403,26 3.6 809,985 1,976,098 50.4 j 23 [ 228,505 li SEBESNY J: 2!
< R T L Em
COMPUTATION OI" RESEEVE FOR UNPAID LIABILITY OTHER TIHAN AUTO LOSSES
Years in Which an uy s ue an ‘ . !|
Promiuims Were G09° of Farned Deduct Toss Renninder Fstimated Neserve for Carry Out for Lach Year i IS PRI . | T 3
Larned and Preminms Stated Payinents Col. 13 Lens Col 10 Liability Lowses and laoss Anonnt Suted H Dbl Lo - l At aen
~ Were in Col. 2 Sxpens If Negative Enter 07 Expenne; Case 1 in Col 10 or It ' o e raeaia .
Incureed s e in Colonm 7 Wabn 10 awd hwig Whinduser 1y € !
= | S R P
] 1972 118,433 73,454 44,979 45,831 [T "'
)
9 197 118,584 53,536 64,998 7,447 121 i; ! &'«
n 14974 . . B N 4
. SRR SN S L _ AT AN PR JE U IR S e
" i 316,15t 151,335 184,806 191,782 TR i
1200 Heserse for unpaid lishitity torses and loss expensay, (it perind Esum of Cols. 10 aad 108, first period ) il
Reseeve for unpabl tabidity leses and loss expease, second pericd ttokd of Col, 17) I!
AR B o ST e e DL - RS, g -
i
i

Total reserve for unpaid liabihty o

Flas hudis by Dealily b s Lanlalits s o i
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Vorm 1 nnunL STRTEMENT £OR THE YEAR 1374 OF THE . rewveacrime
SCHEDULE P—PART 2
Reservo for Unpaid WORKMEN'S COMPENSATION LOSSES December 31 of Current Year
SCHEDULLE OF EXPERIENC
o w o () COMPENSATION 1O [ o 3 fm"'f 10R CoMPINSATION Am:n 4~ 1ous nn"«u_ un
Years in Which \ . [ w B i Compensation Lo Ratio W (] !i e Pt ol Connpanaaten
Yenes in Which Premiwns Were ';z:‘:;:‘:'l” (€) Compemation Ratio Ratio and Lass Expense '7'0”"’ No | ter 80 Totat 1 tnated Ii p e Ill" .« ‘r""" “I'
Policies Were Earned :fml Loss Payuwents Allocated (41 G () Unallocated G Tolat L Payments 70 - . T e LI.. ’ [ PPN '1.‘1 ;.‘.‘; l\'-.' v
Isued Losses Were (See Nouten (a) and 1)) ar o (Col 3 plus Col 6) B A e ‘
{ncurted ‘0 o e '
|
. EERES FREy Rt o = || -
1 Prior to 1967 Prior to 196 I - ~
2 1067 Prior to 109 f "v
3 1968 Prior to 1969 !'
4 1969 ) l ‘} _5) ) i
5 1970 " ) i f,
6 1971 | |' '
- —— e —— - e e e |I e s e aeme .
7 * Total first period |; : -
J— _ﬂ-__-__.i‘..._ '
I
8 1972 |!
9 1973 i ,
10 1974 f I‘ )
11 Total second period '_‘ ;i
—_— - S ] - - ,
12 Gnany ‘ . . o Y | i ;l - . u -
COMPUTATION OF RESERVE FOR UNPAID COMPENSATION LOSSES
an ) T ’ e an wor o ;] as
in \Whicd « !
1:‘.,,,“:,"‘,\»“\2:.(,)(: 65% of Earned !’)cdurl _“N' Remainder tUnpaid Carry Out for Vach Yeoar Total Inourred Toowred oo o o
el and Premivm ted ayments and (Col 13 Loss Col 1) Compensation Losses Aount Stated Carngueie bt Lo o K R ',H tets
v \i'wc in Column 2 Xpense Stated 1f Negative Enter 0" and Loss Expense in Col 1 or 1, el 16 Ve Ced 1D f Yo
fncurred in Column 7 Cols. 10 nad 108,) Whichever is Greater ‘
4

1072 b - R ’ .

. ;m A 'I “\-/
: n | UL o
, i

aned s expense, first period  (sum of Cols, 10 and 1014, first period)

(21)  Neserve for anpaid compensation o

€21)  Heserve for unpaid compensition losses and loss expense, second period Ctotal of Col. 17)

22) Total reserve for unpaid

e s the an LI T P R I B B L L

NOLES  (a) 1 + e shoan i the 1968 Shalale 190 T Prominms
. ol sich by Tt el e e

" PO T T D B N e PPN B N O R A

%) o
uh pens dees il conng s, \l-!élll‘lll'll. Glegraph nnd Wlophume chag e ot sedsrem wnd v o ol e vt s deae il e ey
Fo spaedhie chimns on e b . IR
(2]
t sadves wuf futane %
" calendar vem dae each Section or Pt of this Schodule shiooll e dishiboted to the vations yens in shich Tosses were ncaned (or voars in which jo b i wern issod b b oo an oo 4 pnn b B e dd
[T IR o to all yo wchuing the most recent, in propmrtion te the maoant of loss pnaments peisd for ench vear daomg e most i ent calenda e T Ui e tbagen an s K " e et

RTINS

s years, disee e all dhstobations nade wmler G, such accumubited distabition Aboubd be 3 Al to B0C, of pronuums camest and the Ladamoe distibutn an aceonbun e wih b At U wte e b e
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SCHEDULE P—DPart 2A

Losses for Lines of Business that inclule Property and Lishility (Farmwvwners madtiple peril, Homeawners muldtiple peril,
¥ y

Commercial multiple poril, Ocean marine, Aircraft (all perils) and Boiler and muchinery )

o @ o () LOSS BEXPENSE PAYMENTS o b > R s
Y:r:lr\‘ in \\’ltirll w “a “ e «“ Roti Yar as low b yaae
Preminms Were Promivms Toss ) ass and Loss -'“0,, Nutdat Ungennd
h """\3'"‘ Enrned Hayments Allocated H‘:"“("J) Unallocalel Ratio Total Expense Payoents ‘7’0, 2 ot Suaa I)\iu whaer i1
aen Were A (2 8 e (5) - < (ol 3 plas 27 of Curtert
tieurred @ () o et 4 phes ot B) o 3 plas Gl 6 e !
: i
_— = ==z = SRS i‘ -
1 Irior te 1973 73,461 20,811 978 0,7 ~0- 978 21,78y .30 - | -
2 1973 34,506 16,652 729 4,6 8t .5 811 17,263 .50 -u- |l -
!
a 1974 64,398 9,814 71 7.3 525 5.4 1,247 11,061 .17 -0- 28,201 i 2l
: i
ToTars 172,365 47,017 2,428 5.2 603 1.3 3,036 $0,113 .29 -0- 20 241 II 2,037
— — _ I
P
St
QLT e terny Tl expense™ incholes ad) pavieats b legal expensien, inclading atbarmey’s and withess fees and coml conte, sadiaies and expenses of mventigntors, adpmsters ned el mwen ents, stationeay, Glogoagd wid Wl fuie chinges o ¢ v a8 1 asg T Ve ~

home uffice capenses b ail ather pas menty wndes o on deeount of such brises, whiether the puvments arg al eented o spealic diins o are snnloc bl Ave they o retwmal i (s siatement” Axswen Yes

(0 The sinnltocntent b capense pasments prad duiing the most vvent oalemba vene should be distabotet to (e sioos venns in which Jowes were mneed ax llows

T A5 5 1o the most rev el vear, 120 5, fo the tenk el tema et ver m o f e b w Con b aeas bl gt

ot s et i pecpention (o the maond of s pavinente piad o e By enr daring e most eevant calendar e 1 the

distritmtion b (1Y o €2 posduces an o

katod el abutien 10 s year i encese of 10, ol die pesa s

b tnder GO snelancitadated dstibtion satd be Jiouted t 1050 of prenvama earned and the Balance ihatiibatad in secontanre with 91 Ave they s aetuned i this statement? ANswin Ves
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Vaam n WRn
e W e LSCurend

i
12 1974 1

X X X X

XN X X X

X X X X

X X X X

X X X X

. Ine y i o o1 Tae L1 Vot - [
g ——— = == e = S
1 Preor o b)) } B | . BUNEEEEN I 2.,03% o
| ]
2 O O R { §20 . tim { ISR YN TSR AEY
3 Cumuatne Towl 6,209,505 nL U3, a0 i L, ual, 502 t, im0 A sarelynis
‘. 1470 ! X X X X 41,052 4nt,559 135,030 379
§  Cumuiatne Total N X X X ToiTY,en ; 7,290 ,um1 194,920 Ry PLIelLcin
)
s 1 N X X X N X X X ; ew 3k, P [ SRR T
7 Cumuiatine Totat N X X X N N X X | e, tul ka7 §,557,501 $,213, 00k &,251,1in
; :
3 1972 X X X X X X X X X X N X 1,959, "14 : 1,007, 02 1,317,609
'y .
9 Cumulatne Total | X N N X X X X X XN N NN 9,114,215 . 10,546,713 : 12,168,525
\ \ ;
i ' H
as I S i Lo
10 1973 f X X X X X X X X X X X X X X X X ! 1,063,065 1,167,954
11 Cumuiative Total X X N X N XN X XN N X X X X X X X i 11,123,793 11,316,€79

333,589

| S

Sums of Columns (

SCHEDULE P—Part JB—Development of Incurred Liability Other Than Auto Losses T

3) and (10), Schedule P, Part 113 for 1970 and Prior; Column (11), Schedule P, Part 1B

Use Corresponding Columns for Eeserve Dates Prior to 1973,

1971 and Later.

Years in Which

RESERVE DATE

Loes Were Incurred Dec. 31, 1050 Dec. 31, 1970 Dec. 31, 1971 Dec. 31, 1972 | Dee. 31, 1973 Dec. 31, 1974
1 Prior to 1569 } 897,316 926,112 950,572 931,922 928,005 | 522,505
i :
2 1959 87,513 54,747 48,703 Lg,138 43,957 i 3,987
3 Cumulative Totl 964,529 9£0,859 999,275 980,050 971,992 972,492
4 1970 | X X X X 74,300 36,786 85,157 36,317 45,302
5 Cumulative Towl i X X XX 1,055,159 1,036,061 1,055,217 1,208,309 5 1,017,754
[3 1971 ! X XXX X XXX 70,003 LL 087 135,263 ‘ 125 415
7 Cumulative Total ‘ X XXX X X X X 1,105,064 1,209,304 1,144,572 % 1,21%,209
8 1972 XXX X X X X X X X X 163,155 $6,883 : 119,285
9 Cumulative Toual X XXX X X X X X X X X 1,392,430 1,241,455 i 1,333,494
10 1973 X X X X X X X X X X X X X X XX 93,130 ! 121,033
11 Cumulative Tozal X XXX X X X X X XXX X XXX 1,334,586 ! 1,454,527
12 1974 X XXX X X X X XX XX X XXX X XX X ! 102,809

Sums of Columns

SCHEDULE P—Part 3C—Development of Incurred Compensation Losses
(3) and (10), Schedule P, Part 2 for 1930 and Prior;: Column (11), Schedule P, Part 2 for 1971 and Later,

RESERVE DATE

Years in Whica
Los-e: Were Incured

3
Dec. 31, 1969

O

Dec. 31, 1970

Dec. 31, 1971

Dec. 31,1972

Dec. 31, 1073

Dec. 31, 1974

I

i

[

h

! [N

1 Prior o 1953 |=
I}

!

]
—
{3

859

3 Cumulative Toul

4 1970 i X X X X M l '

5 Cunulative Tozal ; XN XX X \‘J' U

6 1971 ' X X X X X X X X

T Cumulative Towl § X X X X X X X X

5 1972 X X X X X X X X X X X X

9 Cumulative Toul X X X X X X X X X X X X |
10 1973 %. X X X X X X XX X X XX X X X X

11 Cumulative Toul X X X X X X X X X X XX X X X X

12 1974 . X X X X X X X X X X X X X X X X N XXX

*Inciudes oely Bocsly Iajury Liability pror o 1971,



AN =Corparisan of Leserves for \uto Paosbadiey T osses *

Cawrntyr Y rar )-mu Yarned, Noendent Year Loss and Tass Fuwnse Incuree )
“

} bremiams ot } LY ; Gl e Jian

2Lesb o Ern [ned H 3 H ' Y N ..

- Bttt 1, - i - .l -
Py Felithe ..._.}.' _{ B Somie oL

1isd l B
fRene T3y
S & lares Foxjatiw 10y 3
§Tud : l 2T i
§Hsne D H) 239,43
Thad i | 30,02 349,137 1,341,405
- o ~ran ’
ERene 21— t 374,10 171,75 226 440 wi, e
: sy & Tons Foape nae through 4 vears i
9 Pud . N . . N I :
i ! I 53,42} 302,811 1,295,173 N ‘X < x 57,5 s
10 Beenne D -9 F i 260,4-5 $%,251 73,007 NN N X N X T2 x
i Loss & Loss Expense through 5 yesrs H
1 fad i 709,21 452,7 45 6157 el : i
. 1 54,791 X X X X XX X X 70.e]57.4 fxxlxxizy !
2 Reenne -0 § 5,033 33,181 XX XX X X XX e ixxbxxixx
= - i
Schedule P ~Part 10— Comparison of Reserves for Linbility Other Than Auto Losses §
C:\lf‘r\»«hr Year Premivms Faroed, Aceident Year Loss and Loss Expense Incurred
i DOLLARS PERCENTAGES
i' L ‘ RS - o Y e kB -] v | T2 1 - 1 -«
i 153 1969 1970 1971 1972 1973 1974 19651 1949 11970 |1 11972| 1973} 1974
1§ Summury Data from Schedule P—Part 18
1 Premiums Earned I( ‘ 181,623 165,328 283,971 197, 389 197640 165,224 mo.oi1w.r);1ooox1mogmumoon;muo
"2 Loss & Loss Exp Ince. i 59,223 L0,269 195 415 119,285 121,033 102,209 lzzla;z;.z!w.iieo.; k1.2 ea2
’! Loss & Loss Expense through 1 year '
: 1 T i P =
EP.ud !! I 17,442 26,737 13,389 14,235 24,305 26.2{10,5) 8,716,211 7.3 {14.7 5
{ Rerve (D—(3V 0 23,827 171,478 §5.89% 104,998 78,504 £.5012.7 53.5!:3,5 5,0 147,53 (
fi toss & Loss Expense throuzh 2 vears 1
5 Pad i T s4 zee R N T : E
9 Fa " i 54,32 24,570 37,939 65,417 53,586 X X 30,0 u,el‘.l,; 23.127.1 H
6§ Reserve (N—15r i L83 15,599 158,416 53,843 67,447 XX 2.1f gedssalr3 e H
it Loss & Loss Expense throuzh 3 years l
7 Paid i ' 30,554 46,31 73,454 X X X X xx
§ Rocerve 1 M—(Ty I I 9,733 150,102 45,831 X X X X X X
I :
k Loss & Loss Expense through 4 years
$ Paid | | 39,233 127,358 X X X X X x 12002378 | X XX NIxX
i0 Reserve ¢ — (9 | | §36 69,057 X X X X X X 1 Lshesiaxixx|xx
Loss & Loss Expense through 5 years N
(! Paid ! 59,178 40,269 XX X X X X X X 32.6[26.2) X XX XX XIXX
2 Reserve  (2v—(11) { 145 -0- X X XX X X X X Jdpeeeb o xrexdxaxIxx
|
Schedule P—Part 4C— Comparison of Reserves for Compensation Losses
Calendar Year Premiums Iarned, Accident Year Loss and Loss Eapense Incurred
4 DOLLARS PEROENTAGES
[‘ 19530 1959 1970 1971 1972 1973 1974 19| 1059 | 1970 1971 1972 | re7a | qeny
i Summary Data from Schedule P—Part 2
| Premiums Eurred : 100.0| 100,01 100,07 10001 100.0{ 1000 | 100.0
? Loss& Loss Exp. Inc'd ‘ \ 1
i Loss & lnss Expense through 1 year
3 Paid | . [ !
{ Reserve (21 —13) |
f Ty T3
i : ‘ ‘ ; ‘ ‘ d Loss & Loss Expense throuch 2 years
$ Paid : ‘J ! l u |2 . !
i i ) X X XA
i Reserve  (2)—5) ‘ , | XX X X
r__ l; Loss & Loss Fxpense through 3 vears
1Taid ! X X X X xxjxx
(21 —i7) X X XX N NIXN
Inss & Loss Fxpense throurh 4 years
d XX X X X X NXPNX|XA
(2 —9v X X X X X X XXIXNNEXX .
' T 4 Loss & Loss Expense throuzh 5 yeurs
Il Pad v . . . .
X X X X X X X NIXNXPXNIND
[l Rexerve (20 —0113 X X X X X X NNfNXINXNIXN
; !

'The completion of data for tr.s sear ta optyr.
Incisdes only thattly lnun Leasilits poor w

Nete, Item 2 s Laien from this vears Schedule P—P'arts 1 and 2 and 15 cunwxquently updated ench yesr. ltama 3. 5. 7. 9 and 1l are teres frem
the Scheluie P.Parts 1 and 2 of the year indicutad by the heading unmediately above ench such item. and conseyuentiy do not changs
after once being entered
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Cash
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asn
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Mona 2
Woite o
SCHEDULE ¥ — TRANSACTIONS WITIL AFFILIATES
My b Dositted T the Tndiisdhidl Coongrany. Ammial Stdenent of Tue and Cocataly bieasees which b THe il S foredieton o Consatuliled Aanil Shitraeat)
PARTY . Trunsations by the company and any affiliated imnrer with any afftiate. Now-insweance transuctions involving less than Iy of 100 of the total assets of the largest affdiateld snsurer may be omuted
Exdude cont allocation transaction based #froon yz'm’f.zl/r detefils d acconnting i i{'/n, amd reinvawin e transaciions.
e FEounsimam = EEH mmrmonoommIe it iiTawn oAt DEGaioy ELIIZSSIT o NI ZTEImIImL RISt ETE TLa.lT rmirmzomoin sum iammmome s - .
" " w 1S SO0 B N K ,
DATL OF (XPAATION OF NAWE OF NAME OF © w - ST
TRANSACHION THANSACTION INSURER AFHILIATE :
* STAI M AT SISCRIPIION Slacmcnt
WALUL AL |
(VAT Contribution to Surplus Hiram C, Gavdner, lnc, 74,0011 Elimination of a liablllcy oulip i T
1718714 Collateral loan Securlry Guaranty Life Ins, Co, 15,000 Cash
1718274 Collateeal Loan Bavkera Unjon Life fes, Co, &5,000 Cash
1724774 Callateral Loan Payment Scecurity Guarauty Lite Ins, Co, 1 15,000
/2404 Collateral Loan Payment Bankers Union Life Ins, Co, ! 5,000
2719714 Cotlateral Loan Transwestern Lif2 lus, Co, 125,000 Cash
5720714 Collateral Lean Payment Traniwestern Life Ina, Co, 25, (1
1730174 Collaceral lLoan Paynent Teanuwestern Life lus, Co, 24,000
8/15/74 Collateral Loan Payment Transwestern Life Ins, Co, 1 Tuu
819774 Sale of 2,800 shares of Bank I
Securitlies, Inc, Transwestern Li{fe Ins, Co, 78,400 Cashe i 5,690
8/30/74 Contribution to Surplus Hiram C, Gardner, lnc, 230,786 Llimination of a liability oblipation of 1
143,95%6 and receivable ot Bt , 530 i
916/ 4 . Unsecured lLoan Transwestern Life Ins, Co, 50,000 Cash :
9/16/24 Unsecured Loan Bavkers Unfon Life Ins, Co, 200,000 Cash [
9/20/ 74 Unseccurad Laan Payment Bankers Union Life los, Ca, | 20,000
9125714 Unsecured boan layment Bankers Uuion Lile Jus, Lo, ! PILNSND ]
Y1211 Ungecured Loan Payment Bankers Union Life dns, Co, | [R IRV |
Y0/ Contribution Lo Surplus Hiram €, Gardner, Jue, i 100,000 Ciah i
/15714 Itnsecured Loan Paymunt Trouswestern Lite 1aus, Co, l ; PRI
Varfous Sale of K25 Shares of Bank "
Sccurities, lnc, Securfty Cuaranty Lite Inw, Co, 23,100 Cash i REPRTIN]
Sce Additional Transactions
on Schedule B - MORTGAGES
ovttb {ete.) = Page 18 .
i
\
=, —_— !L—"'“'—~' o= . Ty e v e i i ——— ot A |

I'ART 2,

I'ART 3,

PART 1,

Grgrantees or

undertakings fur the benefit of an affiliate which resalt in u contingent exposure of the Comfrany's or any affiliated insurer's

avvits do liabdiy o and dovorih

NIOINEE

Management und service contracts and all cost sharing wrrangements, other thaw cost allocation arrangements based upon generally weeeprad

accounting principles, bnculving the Compuny or uny affiliatcd insuree. List and describe:

NIOINE

Organizational Chart. Attach o chart or listing presenting the identitios of and interrdationships among all affiliared imurers and wll other affiliates. sdontifying 2l ooy oy ik
No won-insurer wffiliate weed he shows if its total assets are less than Yy of 150 of the totad wssers of the largest affiliatid dnnrer.

tume—

pppynigie

Aty e g s
o~
4,



Form 2

ANNUAC STATEMENT rOR THE YIAR 1974 OF THE .

MARUFACTUKLRS AND WHOLESALLKS IRDEICIITY EACHALGE

Wote ar Saump Mume

palr ar
VAN A1 LON

| EANRIA

PAWE L Tranwctions by the company and any u/]/'/i.r/ul imvarer awith any affiliate. Noos insirance tramvactions ineodving less than )y of 140 of the total aiscls of the largest affiliatsd

XL AHALION 1y
FUATECAGTION

Surplus

SCHEDULYE ¥V — TRANSACTIONS WIUTTT AFFILIATES

{May be Onnited in the Individuaf Company Anaug) SUtrment of Tire and Casually tnzurers which also Fie in (e Sae futisdichion a Consohdated Annuil Statement)

Exclude cost allocation transactions bases” upon gencrally accepted acconnting priviipdes, and reinsurance dransactions.

Contrlbutlon to
17187714 Coltaterat taan
Vg, LVE I RTY RTERTS B RYTTY
Vrentin Collateral Lonn Payment
1724074 Collateral Loan Payment
2119714 Coltaternl Loan
5720114 Collateral Loan Payvment
TV 04 Collateral Loan Payment
8715414 Collateral loan Payment
R/19/24 Sale of 2,800 shares of Bank
Securities, Inc,
8/30/74 Contribution to Surplus
9/16/74 Unsecured Loan
9/16174 Unsecured Loan
9720014 Busecured Toan Payment
9725114 Unsecured Loan Payment
9121474 Unasecured Loan Paynent
9730774 Contribution to Surplus
19/1%/74 Unsecvred Loan Payment
Varlous Sale of 425 Shares of Bank
Securities, lnc.
See Addi
on Sched
ownen {e
PART 2. Guarante.
PART 3.
PART 1. Organizatio.
Fovr i v

srrarer may be cwmnitid

N i N - - -— ',
"' w ASSITS RLCHVID DY INMII R !( AU AN KD RE N
NAME Ot NAMI Gt ey " .
R AL RAAIL .
SIALEMEHT pratiuear
. \rlluL.‘..., . Discurnion || vacu b~
sty
Cusly
Cosn N
Western Empice L 44v
Financtal, Inc, s
* 2,500 Stares o 20 per 8o
Cast,
Loaste
Lash
P B 1o Dowe s fea [
219 S.area T 0y pre s ube
Hivam C, Banters Herftage Western Hivam C, Colorado X
Gardner Union Rescarch Empire Gardaer, Investment Finsile
Ageacy, Ine, Life Equity Inc, Annuity Corpany
Mapageaent Contracts -
for three mutual (Attorfiey-in-Fact) the
_ funds
_toor_ desh
Sucurity Transwestern Manufacturers and
Cutranty Life | Wholesaleres
|
e -
|
|
i
Industry Fund Transwestern Herttage
of Amerleca Aanagement Fund
Fuand —— - -
M

Y y——————



Ashams

3,487,674

i

f

RIS s, e 2t
Aruons 125,243 33,001 2,-n1
Arhinsay
Cs'furna . $,2-3
,(:ium.la ‘y’l‘! e " -
Connecinat ‘
wisnare X
Pt Celumba ;
Fronds “ N
—_— -
[ F =Y
Hawau 197 39t : v
{daha 4,135 35,018 | : 2 nos 15,257
hinots , ;
tpduna i i
Towa 70,228 65,310 3, e, il 4, 2in
Ransas €9,236 64,695 i 46,435 | 128,059
hentucky | l i
Louisiana ! H
Maine i l
Maryland ) :‘4
Masachusetts ! e—
Michigan ; — ;
Minnesots 3,298 1223 | G 135 2,529
Mississippl | @ ] |
Missonri 122,781 118,551 ] { ] ; £8,259 35,007
Montans 280,990 216,524 | 103,247 591,517
Nebrasha 107,626 90,957 ' a8} 60,709 83,445
Nevada 21,373 20,075 | 24,353 2,924
New Hampshire 1
New Jurey
New Menivo 58,475 56,320 24,058 4,291
New York
No. Carviina
No. Daleta 2,091 2,005 947 3,300
Okio
Oklahoms 202,427 192,970 §0,995 62,172
Orvcon 126,150 116,732 180,961 ! 91,393
Peansyvivania ;
Rhuode 1:land I
So. Carolina i I
So. Dikoma 30,023 26,966 ] 8,609 4 : 20,465
Tennessee 231,22 213,233 21,122 ] 17,918
Texas 149,588 135,285 430,175 i 743,056
Ttah 47,658 45,418 7,277 ; 11,034
Vermuont i
Vircinia i
Washineton 159,809 134,428 73,078 46,371 ‘
West Virginia
Wiscon<in
Wyoming 41,13% 37,077 36,521 5,187
Guam
Purrta Rico
U S Yirgin Is.
Canada
Mexico ; | !
Philippine Is, | i i
Qtxer foreira {itrcnuzey l i E
Surplus lines 365,365 243,046 i 96,242 ! 53,589
il
i !
*Totals 3,014,442 l? b 2,200,641 k 3,044,134

Explanation of Dasis of Allocution of Premiums by States. efe.

25 L=

g e-iL-s allocated
cases ~ay be.

according to location cf risk, location of pringipal garaging, or location of princigal operaticns,

*lotar == Coo
fora: o

27°82 » "% the to'al o) Caamn (1)« Pat 22, Page 7. Tota lov Column (5) 1o agres with tne 20 of Columa (13 i Part 3 Page 8.
2iree =0 the tatac of Cayma (Ra) an Part SA Page S. Tota! for Corumn (8) to 2gree wdn d1en 11 Page 4




) . Matislactlurers cud MhMolosalers Ingennis s Lxinenge o "
}(}Cmpara:;':e_ Baianco Sheet As o.J, SXHIZIT C-3
EU ’ L veceter , 19 75\ -
l’ )
CURREMNT YEAR PRIOR TE AR
515 Uecerter 31, Uecember
1975 , 1974
bis @ Amoreized wemmrrroeinnn, .. S | 95220 411.50 ; s1l bobiogg
Loks: Preferred @ Marlket.......... -0- _ 1701505
Cozmon @ Harkel civenivenees -0- ; 90} 266
15350 LOGOS eveeevcencaanancnnanaa -0- 100} 000
R R RE LR TR PR I 75 425,63 J 6,183
peificates of Deposlt.cineiecennsns -0- -0~
f-iums Receivable - Current........ {110 {245.09) . 5431535.
poiums Receivable - Deferred....... -0- -0-
nis Held By Ceding ReinsurerS...... 131 482.17 ' 1721753
ins, Recoverable on Paid Losses.... 48 1598.11 111{058.
crued Investment INCOME e sueeeeonssn : 25 1G17.40 . 21099.
hor 3048 from Hiram €. Gardner. lnc. (73 1578.93) 7h|235.
e on Security Transacticons -0~ 2{437.
Total Assets B a19110.79 B | 47271572
s: Assets Not Admitted 70639.95 : 171563
Total Admitted Assets |1 s | suatyo.ey ! l i 32l 649988,
BILITIES & SUBSCRIBERS SURPLUS
LBILITIES: ' T ; Y DR . - '
» Direct ’ : _ $11 86358h.72774 $1, 030,054,
'eIVe fOI.‘ I..OSSQS ® e P PPPLPOIEPBIANTNEFEIYOIDNE B ’ o :
| Assumed : - 1763457527 1667 |743.
erve fOr LoSS EXPENSe seeseessoccss s +182p94.32 - 1831771,
arned Premiums seveceeesascvossena ' 5p85.15 ' o 717 {754,
ks Prepald Acquisitlion Expenses.... ‘ 0- 7 4 {214 1319,
frued Expenses & Taxes soevaseneess 17p61.92 . . 70 [510.
eral Income TaX eevovonveccannaeas & | V4 | lo-.. — -0
Towed MOneY.verreoenenscanneareans : -0~ : . -0-
rued INtersst Payable..veveeesssss 26(09.06 R 8 1379.
plus -Deposits Refundable to Subs.. -0~ . {—O-
rowved Premiums Refundable......... 26335.25 . y | 02 143,
ed Reins. Balances Payable........ 15530.16 263 1328.
tingent Commissicn Reserve......., | 1451 327.77 , 71 j62t,
rued Mgmt, Fees Payable.iieesesoas ‘ (193] 919.44) (19 J454.
sthorized Reinsurance..eveveousea. 11 . 12 267.75 ' 12 267.
jer: A5 sumed Beinsyranss .Balances Rayagle 254 80408 40 po3.
erve: for Unpresented Drafts . H 87! 458.80 1 19 1886 .t
Total Liabilities | 21 8757808 ) || | 2loes boss
\ !
KSCRIBERS SURPLUS-IET BASIS ;
scribers DeposSits ceievesesnvonnsss i 2681916.24 E 286 1759.
tributed SUTPlUS t.iievevinececncas |~ 1 V| 221]006.26 H 221 1006.:
tiLy in UPR R RS ' ’ -O— 21“ 9‘9E
Incd Surplus (Deficif) eciveeeeross ’(3 417]236.47) , (2] 036 |722.
Total Subscribers Surplus... _ﬂ'_(_i_ 527|313.57)] | ‘ h i(3“' I037
{ Total Liabilities and F ’ . , } ’ 'l
( Subscribers Surplus...... 5 | kB[ 470.84 52[ 649 1988.
f Equity as above........ N "_(_l "'U: . ihi Pil; i219.2
( Total Subscribers Suiplus... SV 927(313.97)1 ; “[S ;{n)[—"j—o TS
(CROSS BASLS) ! P Col Py



i ) Hinudacturer o and Yhols
Comparative Statement of Operatioas
D cembe

As of

(V.

\\

salers Tademnicy

PERATIONS STATEMEMNT

REIUH INCoiE
VORE:] PrCmiUmS Wriften eeeesoceascas

Precilums Ceded uieveesnenns

,c[P‘.‘CmiUI‘nS writtcn ® oo ntacsnv s

(In)Decrease in Unearned s.caeese

1t Premiums Earned

KDECTIONS

psses Incurred  ciceeaas

ae 0 e aas s aue

bss Expenses Incurred .....

pnagement Fees  caaaene

st sesere e

prmissions & Brokerage

e s o s s cane

ther Underwriting Expenses ..

s e e 00

Total Deductions

Underwriting Income (Loss)

[VESTXMENTS
mstmen; Income

Investment Expenses

her Income '...(Eﬁgqqses)

esess 0000000

rome (Loss)from Operations seessss

-

t Realized Capital Gain (Loss) ...
¢ Income (I.DSS) sesecesstasvtevaen

wislon for Federal Income Taxes .

itutory Net Income (LOSS) eeaeses

RPLUS STATEMENT -MET BASIS

ﬁance (Deficit) @ Jan.l 975, ...
atutory Net Income (1.OSS).ieeeieanvs
¢t Unrealized Capital Gain (Loss)..
m)Decrease in Nonadmitted Assets..
LODecrease in Unauthorized Reins..
F)Increase in Contributed Surplus.
®)Increase in Subscribers Deposits
k)Increase in Equity UPR (Colo.)..

l)Increase in SurpluS.ceeseaeseons

hance (Leficit) @ 12/31/75 cos
‘ .

*% GROSS BASIS
iderwriting Ratios:

5 (Lo EAarned) teieeavieosonceonnons

k Expen<ces (To Tarned)  coeeenees
y & Convus. (To WNritren) coeevne

hr Und. Fop. (fo Viritten) ooo..a.e
‘C(lmp OSLLL v iieiiissestionensaannas

ilization of Tax Loss Carry-Forward 3

’l

RREUT

and Laraed Surplus

‘QQSTQEPSF 30
296 229,
574 sz,

, 19 s
R YE AR PRIOR AR
_Janudry l, :Junuary [
t{o to

722 076.1
712 1659.58

!

f

11943 lo8s.
165 [557.
183 |852.

434 {736.

T—t

vvvv

113 [352.
400 {343,

21 806 {192.

(11 371 456.!7)}

. B11873,84
; u:lﬁbiff;
+(8202.95) 7

955.¢
tncl.

ThG .7

(1257 [785.27)

(568 |740.25) |

(1] 866 {525
-0-

-O- l

5 (1 866 525.%2)

528 [957. 36 i
037.47) F

m—“\m
3 -

FoN

=117 1842~
(214 l919.

o
(e p]
R
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~ v

1| 866 1525.52
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otatement or Operations as cf D

Premium Inccme
Gross FPremiums Written
Premiuns Ceded
et Premiums Written
(In)Derease in Unearned
Net Premiums Earned

Deductions

Losses Incurred

Loss Expense Incurred

Management Fees

Operating Expenses
Salaries & Fmployee Benefits
Outside Services
Taxes, Licenses & Fees
Rent
Expense Allocation
Interest Expeuse
Miscellancous Expenses
Claim Expense

Total Deductions

Underwriting Income (Loss)

Investments
Investment Income
Investment Expense
Miscellaneous Income
Net Investment Income

NET INCOME (LOSS)

Pecompor
Lecenper

e
(5,71.02)
$ (5,h71.02)
hd -

$ (5,471.02)

<7

$ 253,537.73
29,074.57
-0-

6,092.18
1,716.76
345.36
1,041.50
(5,036.67)

L ,602.03
1,399.26
{616.07)

$ 288,739.69

$(294 ,210.71)

$ 1,592.23
incl.
635.06

$ 2,227.29°
$(291,983.h2)

o

t R e v ST
! g A

$ 217,608.16
34,100.82
(298.25)

57,696.26 '
109,812.34
L,0k6.12
4,98k, 40
(69,407.53)
58,40%.99
16,302.03
121,229.69
$ 138,809.37

$(726,560.47)

$ (26,184.79)

inecl.

L ,085.h0

$ (22,099.39) .
$(748,659.86)
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A e . e T AUTURERS 2 WHOLIUALZES IUDZINIITY ERTIALIGE
. LIGUIDATING BARLAINICE 3HEET
- DECEMZER 31, 1676
T TSI T T e e CEoIT—— ) mmEt—— e e
il i IT
rorm— - I ]
| 5‘ |
- - - - - a! i
| ;: i
T T T e e e e e T s e T L T T T T T T ST L TS S i s e s o Tl LT Lo S e T T e
| ca l ! : i
o [ ) _ AGEETS ' i
i PN . - . | ! ! ;
o 8 . . A - 2 o
Ponds € lerket Value 8276 | 1955,05%.55¢:
H t

iFash - Century Bank & Trust o _géLg;o_.gg
i

!
: . ' ) :; .
o .1tasn - First National of Topeka : o R IR N 103,155,225
_ Lersificates of Depésit _ j '

—— e e ' . _lj“ 200. 0t
res}su..r.y Bills ' i lhD 205 5(
I

remiums Recoverable ' 35{0ul'i50! ,!
. : ’ O o Ph
, Less: Reserve for Uncollected Accounts j (304900. i00} 55;041.-50

]
I § )
Accrued Investment Inco ' C 111!
de n n ncome il 1,081, 14

e e . . . . . - . .o I -

t u . . I .
.t (Furniture & Fixtures . o : L : 1L500.'oo
1 . . ' SR _ '
Due from Facultative Reinsurers _ N A 20,03k, 90
: | ! \ . i

_ Total Assets i T ) 681,700, us

: | .
1 - T ’!7 . , d
! R _ LIABILITIES l : - ool | ?
1 et it e e e o e H _— e e n e - R S R - :_ ey ' . f
_ 11_ Reserve for Unpaid Losses - Net . R 2,167 6h%.;82 g '55'} f
R i T Ao I AR I oA I o B B Rl
'N,;RZW.%remiums Refundable .. * . - o e .ol gl | 2161473, k8 ,_nj¢L..J,LJ“;}
_____:iu_Rﬂserve for UnprﬁSentcd Drafts . _‘_;J.jfgﬁ_lmud R [.lwf‘_ﬁ
b | { : o
b %ccrued Expenses & Premium Taxes , . :19l267.ih8W [ b
X ) ) § : ‘
5 {Payroll Texes _ | ]257-Eh0% ‘ P

A i 1

6 Reserve for Loss Expense 2084046. 24| | .,k

T Due to: Facultative Refnsurers | i o6s.ael | ' ¢
.8 ‘Accounts Payable . . [ '-0— I} ! ?
| | o 217%691 Lo,
9 %ssuned Reinsurance: Resérve for Unpaid Losses . 57&1722.£89; '
10 PEaE”JE for Unearned Premium 5 095,,15; : ’ o

o benstngent commssion | lspee] |}
12 & ccounts Payable: Net of Funds Held $127 ,067.65 - E 179%886.{36% | : ﬁ
;i f ! ; o 195,317, 21,

L o Total Liabilities Lk

|
|
i

W __SURPLUS {
1
i
t

e { T M e e e e e ——— e

Fubscribers Deposit

. “ o o I
Contribution Certificates $1,221,006.26 ?! ; » i
il ] .|

i

Accrusd Interest 84 ,510.05 " l Co | i
Accounts Recelvable: H2C, Inc. (_;33;)}).());_5()) " 1,073,120, 62 J; : ,
: | i v .
Eavned Surplus - Deticil (4,077,511, 39) .
: 2 . ‘
' ' .
c : | :
Total turplus - Dericit | L (2,739,000, )
it
' " |
Total Uurplus & Liabilities BHGL, i, b

Rerper v-h Liabilitiey 1 e ‘?Oli('}'holjgrs e Tauos

Ve [4 PR * s . . 4 N .
H-8 Jiubitities is due "el'nwn-e.-: S DEvers

-y Lichilitieoo i0 due Aszymel deinaurancs Pavable
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The cempany may pay for the loss in money or may repair or replace
he autemobile or such part thereof, as aforesaid, or may return any
tolen property with payment for any resultant damage thereto at any
ime before the loss is paid or the preperty is so replaced, or may take
Il or such part of the automobile at the agreed or appraised value but
here shall be no abandonment to the company.

5. Automatic Reinstatement—Coverages D, E, F, G, H and I: When
he automobile is damaged, whether or not such damage is covered
inder this policy, the liability of the company shall be reduced by the
mount of such damage until repairs have been completed, but shall
hen attach as oniginally written without additional premium.

6. Payment for Loss; Action Against Company—Coverages D, E, F, G,
, 1 and J: Payment for loss may not be required nor shall action lie
painst the company unless, as a condition precedent thereto, the
pmed insured shall have fully complied with all the terms of this policy
or until thirty days after proof of loss is filed and the amount of loss is
&termined as provided in this policy.

]. No Benefit to Bailee—Coverages D, E, F, G, H, | and J: The
surance afforded by this policy shall not enure directly or indirectly
Fthe benefit of any carrier or bailee liable for loss to the automobile.

8. Assistance and Cooperation of the Insured—Coverages A, B, D, E,
.G, H, | and J: The insured shall cooperate with the company and,
on the company’s request, shall attend hearings and trials and shall
sist 1n effecting settlements, securing and giving evidence, obtaining
e attendance of witnesses and in the conduct of suits. The insured
haif not, except at his own cost, voluntarily make any payment, assume
hy obligation or incur any expense other than for such immediate
redical and surgical relief to cthers as shall be imperative at the time
raccident.

9. Subrogation—Coverages A, B,D,E, F, G, H,1and J;
eny payment under this policy, the company shall be subrogated to
I the insured’s rights of recovery therefor against any person or or-
prization and the insured shall execute and deliver instruments and
pers and do whatever else is necessary to secure such rights. The
rsured shall do nothing after loss to prejudice such rights.

0. Other lnsurance—Coverages A, B, D, E, F, G, H, 1 and J: If the
swured has other insurance against a loss covered by this policy the
tmpany shall not be liable under this policy for a greater proportion
such loss than the applicable limit of liability stated in the declara-
ns bears to the total applicable limit of liability of all valid and
dlectible insurance against such loss; provided, however, .under cov-
ages A and B the insurance with respect to temporary substitute
wtomobiles under Insuring Agreement IV or other automobiles under
nuring Agreement V shall be excess insurance over any other valid
Id collectible insurance. ’

. Other Insurance—Coverage C: Under division 1 of coverage C,
‘e insurance with respect to temporary substitute automobiles under
suring Agreement VYV or other automaobiles under lInsucing Agree-
fent V shall be excess insurance over any other valid and collectible
stomobile medical payments insurance.

Under division 2 of coverage C, the insurance shall be excess over
My other valid and collectible automobnle medical payments insurance
vailabie to an insured under any other policy.

2. Changes: Notice to any agent or kncowledge possessed by any
jent or by any other person shall not effect a waiver or a change in
Wy part ot thus pclicy or estop the company from asserting any right
"der the terms of this policy; nor shall the terms of this policy be
Nived or changed, except by endorsement issued to form a part of
s poticy.

Assignment:  Assignment of interest under this policy shall not
and the cempany until its consent is endorzed hereon; of, however, the
med insured ~hall die, this pohicy shatl cover (1! the named inLured’s
ouse, 1f o resident of the same housenold at the tme ¢t such death,

In the event .

and lega! representative as named insureds, and (2) under coverages A
and B, subject otherwise to the provisions of Insuring Agreernent H1,
any person having proper temporary custedy of the automobile, as an
insured, and under division 1 of coverage C while the automobile is
used by such person, until the appointment and qualification of such
legal representative; providad that notice of cancelaticn addressed to
the insured named in Item | of the declarations and mailed to the
address shown in this policy shall be sufticient notice to effect can-
celation of this pohicy.

24. Cancelation: This policy may be canceled by the named insured
by surrender thereof to the company or any of its authorized agents or
by mailing to the company written notice stating when thercafter the
cancelation shall be effective. This policy may be canceled by the com-
pany by mailing 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 effective. The mailing of notice as aforesaid
shall be sufficient proof of notice. The time of the surrender or the
effective date and hour of cancelation stated in the notice shall become
the end of the policy period. Delivery of such written notice either by
the named insured or by the company shall be equivalent to mailing.

If the named insured cancels, earned premium shall be computed in
accordance with the customary short rate table and procedure. If the
company cancels, earned premium shall be computed pro rata. Pre-
mium adjustment may be made etther at the time cancelaticn is
effected or as soon as practicable after cancelation becomes effective,
but payment or tender of unearned premium is not a condition of
cancelation.

25, Purposes of Use: (a) The term ""pleasure and business’ is defined
as perscnal, pleasure, family and business use. (b) The term “ccm-
mercial’’ is defined as use principally in the business occupation cf the
named insured as stated in the declarations, including occasicnal use
for personal, pleasure, family and other business purpsses. (¢! Use of
the automobile for the purposes stated includes the lcading and un-
loading thereaf.

26. Terms of Policy Conformed to Statute: Terms of this policy
which are in confhct with the statutes of the State wherein this policy
is issued are hereby amended to cenform to such statutes.

27. Declarations: By acceptance of this.pclicy the named insured
agrees that the statements in the declarations are his agreements and
reoresentations, that this pclicy is issued in reliance ucon the truth of
such representations and that this policy embodies all agreements
existing between himself and the company or any of its agents relating

__to this insurance.

28.

ation:

Reciprocals-——Special Definitions and Provisions—Plan of Oper-

Wherever the words “‘policy,” “finsured,” “‘company,” and
“premium’’ occur herein they shali be taken and construed to mean
“contract,”’ “"subscriber,” "Reciprocal or Inter-Insurance Exchange,”
and “‘deposit,’’ respectively,

This policy is issued, as a Reciprocal Exchange, by Hiram C.
Gardner, Inc. as Attorney-in-Fact for Manufacturers and Wholesalers
Indemnity Exchange in-accordance with the powers vested in it by an
agreement, exccuted by the subscribers.

Limit of Liability: The liability of each member of this Exchange is
limited to, and by its Articles of Agreement fixed and Jdetermined to

" be, the deposit premium or paid premium; and the member by accept-
" ing this policy, assumes a contingent hability not exceeding the amcunt

IN WITNESS WHEREQGF, the subscribers at AManufacturers and Wholcsalers Tndemnity Exchange have caused these presents ta be
ir Attorney-in-Fact, at Denver, Celorado, and countursigned by o duly authenized representative of the Exchange.

of deposit premium or precium named 1in the pelicy, which amount
shall not exceed one annual premium,

Participation: The insured is by virtue eof this policy a member of the
Exchange, subjuct tu the Artcles of Agreement, reference to wiuch s
had and shall be entitled to such unabiorbed premium er diviacnd as
may be declared by the advisory comnutiee, subjecr, however, 1o
approval in accordance with the provisions ot the Tewas Insurance

Cade of 1951, as amended.

signed by

HIRAM C. GARDNER, INC., Atrerney-in-Fact,

‘ %&3\}\)1\\\ ANAR A
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the $1id conditicn,

R, RECIFROCALS—SPECIAL CEFINITIONS AND PROVISICNS-—PLAN QF OPERATION

Wherever the words “policy,” “iasured,” “campany,” and “premium” occur

IN WITHESS WHEREQF, the subscnbers at Manufacturers and Wholesalers Indemnity Exchanse have caused these presents to be 51
at Deaver, Colorado, and countersigned on the Declarations page by a duly authorized representative of the txchange.

Form H-500
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agreement referred to

zned by thew Attoraeyan-fact.

HIRAM C. GARDNER, INC., Attorney-in-Fact,

President
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Certificate of

ASSESSMIS INT LIARILITY REINSURANCIE
By Authorily of Master Agreement in the Name of
MANUFACTURERS AND WHOLESALERS INDEMNITY EXCHANGE
This is to certify that there has beer purchased, from Underwriters at Lloyd's, London, for

“the holder of thiy Policy, Reinsurance providing rcxmbuyscnwnt for assesamen? in accordance with

the terms and conditions of the Master Agreement No., R-39843 on file with Manulacturers and

Wholesalers Indemnity Exchange up to an amount equal to one annual premium provided that
Exchanize shall have sustained losses {rom insuraed

the Manufacturers and Wholesalers Indemnity Exchange s
5 i css ol ity

perils, during the twelve months immediately preceding the date of assessment, 1n excess

earned premium income during the same period.

! . . ~ 2

This Reinsurance is issued during the term of M & W Policy No.. FA=31SS9 . . .. ...
and may not be cancelled prior to the natural expiration date of said policy unless thirty (30)
days advance notice is given the Insured.
HIRAM C. GARDNER, INC.

~N AT
\\\\5&&3& \ \p 5\%\.-{\(\7_\%&\

The effTective period of this Certificate shall be

from 2Lt day of August 19 73
to the 2Lth day of August 19 74
rOnM H.010 dw
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IN THE DISTRICT COURT EXH!B!-I-LWM

IN AND FOR THE CITY AND COUNTY OF DENVER
STATE OF COLORADO
Civil Actilon No. C-60244, Courtroom 6
J. RICHARD BARNES, as

Commissioner of Insurance
of the State of Colorado,

Plaintiff, ORDER

VS.

MANUFACTURERS AND WHOLESALERS
INDEMNITY EXCHANGE,

Defendant.

— e et e e N e S e e e

This matter having come on béfore the Court upon
the verified Motion of the Receiver of Manufacturers and
Wholesalers Indemnity Exchange ("M & W") for an order
approving assessment,'and the Court having heard the
“statements of counsel and having considered the Motion, its.
exhibits, and the Memorandum of Law in its support, the
‘Court finds that:

1. For each year, 1974 and 1975, M & W incurred
excess losses within the imeaning of the powers of attorney
executed by the subscribers of M & W; '

2. The Receiver is authorized by the powers of
attorney to levy an assesswent of up to one annual premium
per policy against each subscriber of M & W.whose policy was
in force at any time during the years 1974 6: 1975. For
this purpose, each extension or renewal of an existing
policy is a separate policy, with a separaté-assessment
liability of one annual premium; and

3. It is both necessary and Eeasonable that the
Receiver levy such an assessment against eaéh subscriber of
M & W who had any policy or policies in force at any time
after December 31, 1973 in an amount equal to all prémiums
earned after December 31, 1973 undér such policies, up to

one annual premium per policy.



IT IS THEREFORE ORDERED:

(1) That such an assessmznt is hereby approVed
and the Receiver is authorized to levy an assessment against
each subscriber of ¥ & W who had a policy of insurance in
force at any time after December 31, 1973 in an amount equal

to all premiums earned under such poilcies after December

31, 1973, up to one annual premium per policy and extension

or renewal thereof;

(2) That the declared dates of the assessment
shall be Deceitber 31, 1974, and December 15, 1975;

(3) That the Receiver is authorized to give
notice to each subscriber so assessed oy mailing.a Notice of
Assessment of a form at;ached hereto 2s Exhibit A, whose
terms are approved and made a part of this Order;

(4) That the sending of such Notice shall
cbnstitute the levy of assessment;

{5) That the Receiver 1is auvihorized to enforce,

settle, or compromise the assessment of any or all

subscribers; X
(6) That the Receliver may euyage legal counsel
and file civil actions-against any subscriber who fails to

pay the assessment within thirty days =f the receipt of this

Notice; and

(7) That the expense of sucn efforts and actions,
including a reasonable attorney's fee, shall be given
priority aé an administrative expense in the distribution of
the assets of M & W. ,
ﬁohe in open Court this ;74( day. of February,

1977.




2 CEXHIBIT_F___

Filed in District Court
City & County of Denver, Colo.

IN THE DISTRICT COURT IN AND FOR THE MAR 10 1377

CITY AND COUNTY OF DENVER /4
Q%W%-J-QZéh»aal

STATE OF COLORADO CLERK

T
Ty

No. C-60284, Courtroom No. 6

J. RICHARD BARNES, as Commissioner
of Insurance of the State of
Colorado,

Plaintiff, MOTION FOR APPROVAL
OrF AMENDED NOTICE

vSs. OF ASSESSMENT

MANUFACTURERS AND WHOLESALERS
INDEMNITY EXCHANGE,

Defendant.

The Receiver moves the Court to approve an amended
Notice of Court Ordered Assessment, a copy of which is attached
to this Motion, to be substituted for the original Notice of
Assessment approved by the Court's Order entered February 7,

1977. As grounds for the Motion the Receiver states that:

(1) The Amended Notice has a format which more

easily perﬁi£s a computerized printout of the information
about the assessment;

(2) The Amended Notice conveys more information to
the subscribers about the basis of their assessment;

(3) For these reasons, the Amended Notice will, in
the Receiver's opinion, reduce the expense of the assessment
to M & W and will increase compliance by the subscribers to the
assessnent.

Dated March 10, 1977.

J. RICHARD BARNES, as Commissioner
of Insurance of the State of
Colorado, and Statutory Receiver
of Manufactureys and Wholesalers

Indefiz;%:ﬁzgﬁénge
Y P
By * A r/'}/ oo™

W. H. O'Bryan Special Deputy
Commissioner/sf Insurance for
the State of“Colorado




iy & County of Denver, Colo.
Sg},iﬁed 10 be f;/iuH, true and correct

Court

e

:‘..2
T -
*

IRELAND, STAPLETON, PRYOR & HOLMES

PROFESZIONAL CORPORAT;gi?
By %{/{}?’)W\ﬁﬂ

Wilbur M. Pryor, Jr. (( 3851)
Attorneys for J. Richar arnes, as

Commissioner of Insurance of the
State of Colorado and Statutory
Receiver of Manufacturers and Whole-
salers Indemnity Exchange,

W. H. O'Bryan, Special Deputy Comm-
issioner of Insurance for the State
of Colorado

STATE OF COLORADO )
) SS
CITY AND COUNTY OF DENVER )

W. H. O'Bryan, having been first duly sworn upon
oath, deposes and says that he has read the above and fore-
going Motion for Approval of Amended Notice of Assessment and
that the same is true of his own knewledge.

— 2

W. H. O/Bryan

. ”l/l'l'{ ;" ‘.} .
v-v%ubscribed and sworn t

March, 1979, [,|., " /2"
“wE /

O

NN

ol

) ;' L, ’ :; : - =
PRI P Notary Public

My comﬁi551on expires:
Septemberﬁl(,~y&79.

NN

O RDER
The foregoing verified Motion is hereby approved.
IT IS THEREFORE ORDERED AND DECREED That the (amended)
Notice of Court Ordered Assessment hereto attached is hereby
authorized, ratified and approved.
Done in open Court March /O , 1977.

BY THE COURT:

District Court

copy of the criginal in my custody.

MAR 10 1977

JAMES D. THCMAS

ct Court

Seal Clerk of tha Bis
By.



NOTICE OF COURT ORDERED ASSESSMENT

TO: Policyholders {Subscribers) of Manufacturers and Wholesalers Indemnity Exchange
whose insurance policies provided coverage at any time after December 31, 1973.

By Court Order, you are hereby assessed and directed to pay to the Receiver the amount
shown in the box below:

r ' 1 AMOUNT DUE

Make check payable to:
RECEIVER,M & W

Mail the payment to:
RECEIVER, MANUFACTURERS

Your assessment is based upon the foltowing: & WHOLESALERS INDEMNITY

POLICY EFFECTIVE EXPARATION| POLICY ALLOCATION FOR EXCHANGE
NUMBER MO-YR MO-YR PREMIUM 1974 1975 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.

TOTAL ASSE3SSMENT D

s e Y




T Wills DILSTRTCY Cour™
I AND FOR THE CLTY 23D COUNTY OF DEHVER
AND SWA'TYE OF COLORAZO

Civil Action No. C-60284, Courtroom 6

J. RICUARD BARNES, as Commissioner )
of Insurance of the State of Colorado, )
' )
Plaintiff, )
)
VS, )
)
MANUT Ac' URERS AND WHOLESATERS IRKDEMNTTY ) NOTICE WO SET FOR
DNCUANG ) ' )
) TORTIW: T HEARING
Defendant, )
)
RICHARDSON LUMBER COMPANY, a Colorado )
corporation, )
)
Applicant for )
Intervention. )
i I . )
70: J. Richard BDarnes, Commisgsioner of Insurance of the State

of Colorado, as Receiver of M&T and his attorneys of
recoxd, Ireland, Stapleton, Pryor & lHolmes:

PLEASE TAKE NOTICE that on Monday, April 25, 1977 at
the hour of 8:45 A.M., or as sdon thereafter as counscl may be
heard, the undersigned will appear in the District Court in
and for the City and County of Denvcr) Courtroom 6, to set
the above matter for flehthh hearing on Applicant's Motion

to lnLexvenc, at which time and place ycu may be ploucnt if you

s0 desire.

)‘..’Al D C. _,PPI id - No. 000814
Attoxnoy 101‘Q9plicant for Intervention
1000 Capitol Life Center
benver, Colorado 80203
861-1100



IN "WHl DIST2I2D Covny

IN 20D FPOR THE Ccrey s COLJIT".‘";' Q" DEIIVER

AND SUWAIE G COLORLID

Civil hction No. C-(Iz%:, Coo-+room 6

J. RICHARD BARNES, as Commissiomo-

vVSs.

PANUFFACTURERS AND WHOLESALERS INIIMITey

BXCHANGI, HMOTTON TO TINTERVENH

CzZfz=ndanz,

RICHARDSON LUMBER COMPANY, a Colzrzdo

N N e’ Nl N e et e el N’ e e’ et el Sl N Sl s

corporation, .
)
COMES NOW the Defendanz, Richarzdson Lawber Company
(Richardson), by and through its z%torne., Edward C. Eppich, and
noves for leave to intervene in this actlion in order to assert

defenses, denials and protests to zThe assessment orderxed in the

above~captioned matter as set forin in i<z proposed Answer, Denial

jo X

and Protest of Assessment, a cop. cf-which is hereto attached, and
as grounds therefor, shows unto the Cour::
1. A notice of court crézred zssessment was recceived
by Richardson on Marxch 28, 1977, =z copy cI whichkis attached to
the proposed Answer, Denial and Fzoiest.
‘2. By order of this Ccurt entered February 7, 1977, the
Recoiver was authorized, inter aliz:
a. to autho.ize an zassesstznt against each
subscribey of MaWw;
b. give notice to cach sulscriber; and
c. to enforce, scttlez orx compromise the

assesoment of any or all subscribers.



3. Yhe predicate for owol o oxder is that the Defoendant,
HEW, was declared insolvent and 2io Pleintifif hovein bacame Lhe
Receiver and as such he is atlterziing to recover asscessments for

the bencefit of creditors.

4. N conflict of intesur

o
L
ct
~

werefore exists botween M&W

and the Receiver on the one hand

;2 they arce attempting to

1)
Y
9]
U
[

collect asscessments from the surzo:

zzribers for the benefit of creditors
and Richardson who is a subscrilbzr on trz other hand beacause he is
attempting to contest the asscsemznt,  Richardson therefore is not
represented adequately as conterzlzzed Ly Rule 24 of the Colorado
Rules of Civil Procedurc.
5. f“The xeceivership prcceediny is a proper forum in
wvhich to litigate the issues.
WHEREFORE, it is prayel as afcresaid.
C - a
. /,
) N o
; ,’;/ "/, / -
S, : i"/ Nl
T vt AT S -

5 C. ZPPICH ¢ 1fo7l000814
Atzorney icr Applicant for Intervention
1024 Capitol Life Ceutex ’
Denver, Coloracdo 806203

86:~1100 '

ADDRESS OF INTERVENOR:

Post Office Box 16327
Denver, Colorado 80216



TN 9HE DISTRICT COoUnd
IN AND FPOR TUHIE CLTY AND C(,)UE-'.";'"\.’ or Di?:NV}-,‘R
AND STATE OF COLORMLDD’
Civil Action No. C-60284, Courtroom 6
J. RICHARD BARNES, as Commissioner
of Insurance of the State of Colorado,
Plaintiff,
vs.

MANUFACTURERS ZAND WIHOLESALLRS INDEMNITY

EXCHANGE, AN SWEI_{ , DENTATL, AND

Deferr int,

PROTEST OF ASSESSMENT
RTCIHARDSON LULBER COMPANY, a Colorado
corporation,

' Applicant for

Intervention.

el e N e e’ M’ e’ e N’ N N e el N N e S

COMES NOW Richardson Lumber'Company (Richardson) by
and through its attorney, Ldward C. Eppich, and for its answer,
denial and protest to the Assessment, alleges, avers and states
as follows:
1. Richardson is a corporation duly aﬁthorized and
cexisting under and by virtue of the laws of the State ot Colofado.
2. On or about March 27, 1977, Richardson received a
Notice of Agsscssment (Noﬁic«), a copy ofvwhich'isvhercto attached
as Exhibit A and incorporated by reference.
| 3. The amount, validity and propriety of_the asscasment
is denied and protcsﬁcd for the following rcasons:
a. Richardson is without knowledge and information
sufficient to form a belief as to whether it had an
agrecement and power of attorncy with Hiram C. Gardnex
Inc,, as alleged in tﬁe RWotice and therefore denies
the same. In the altefnatiyc, if there be such an
agreement, the asscssmoent and procodﬁrc théroundor is

violative thereof and not in accordance with the law.



¥ o » ]

’

L. Undar the provisicss of the Colorado Statutoes
in genoral and specifically, C.R.S, 1973 10-1-108,
the Tusurance Commissicner has a mandatory duly to
assurce the colvency of all insurance éompanics.
Upon information and belicel and thus the facts arce
alleged to be that the Insurance Commissioner was
aware that M&W did not have reserves wvhich werc
legally sufficient long prior to December of 1975
wvhen he terminated sa?d.policies and therefore:
1. Any acts of M&W subscquent to the datc
when the Insurance Commissioner first became
awvare thal the reserves were legally insuf~:
ficient were ultra vires and to the extent
that the same has increased Richardsqn's
exp&sure as alleged in the assessment, the
same 1s void.
2. By failing to terminate all policies and
revole the Certificate of authorxity to do
Busiﬁess of M&W, any right of assessment has
heen waived and the Receiver is éstopped to
assext the same at this time.
3. fThe failure of the Insurance Commissioner
to so act has resulted in the failure to
mitigate damages .
c. The amount of the assessment 1s excessive and
unreasonable because it does not include all rele-
vant factors including but not limited to othex
available funds to pay claims, i.e., othexr avail-
able cxcess inSurance and reinsurancc.
d. ‘fhe assessment is barred by the doctrine of
laches.
e¢. 'The assessment is barred by.the provigsions of

C.R.S. 1973 10-12, et seg. and C.R.S. 1973 10-13,

S
3



. The agsscsascecs 0 lnr i the nature of penalty
or forfeiture is srroed oy the provisions of CUR.S.
1873, 13-80-104.

g. The Receiver =zn3 Mo z2ze not the proper parlics

[

to apply for ox» iz an @izsoessment.
WHEREFORE, Richardsc:n trzves that the assessment be held
for naught, that judgment be enzzred Ir Pichardson's favor dismissing

the same, and that it be awardzs Z+s coszis, and such other, further

and differcent relicf as Lo the CTooirt a7 seei just in the premises.

O NN 000814

Applicant for Intervention
Life Center :
Colorado 80203
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TO: Policyholdors {Subs
whoso insuranco poi

By Cowrt Order, you are hergby asse
shown in tha box balpw:

o i ‘ ]

Rlchqrdsoa Lus rher

P. 0. Box 16327 ,
~ Denver, CO 80216
o -
o Your assessma2nt is h 25EQ upon the fol)o Ainn:

PGLICY CEEECTIVE axa;.:am! roLicy £LLOCA 110, nu
| Rtimoia MOV | pnEnon (EYCIE _1_"/ -
40~118484 5-74 5-751 11,967 6,981 4,986
40--1138393 1-74 1-75 &7 749 | 68
40~-119358 12-74 12-75 620 820
AL0LEGST 5-73 5-74 1 10,496 4,373
50~-131284 5-74 5-75 179

104 ~ 75

R N o T
ANSG

ciibars) of Manufacturers and Wholasa!
iciss provided covarags st any time after Docen

RAENT.

Lxchange
a1, 1073,

73 Indemnity
ORr

ssad and directed to pay to the Roeceivar the amount

AMOUNT DUE
$18,156.00

‘Aake check payable to:
RECLIVER, M & W

Mail the payment t1o:

RECEIVER, MANUFACTURERS
S VAIOLESALERS INDEMNITY
EXCHARNGE

6255 EAST EVANS AVENUE
DenviER, COL Ol (\D() 0222

ASE;L‘»%T‘,JNTT()U,’\I THE
PADUNT OF 5‘HLI\HUM ON
YOUF’ POLICIES ALLOCATED
TO CALENDAR YEARS 1074

CAND 19756 AS SHOVY \IN.

FA&UHETOPAYTHH" :
ASSESSMENT MAY HESULT .
IN APPROPRIATE COLLL ‘now

- PROCEDURES,

TTIVITTH M -



MOTICE OF COUAT OAD

TO: Policyholdors (\mna(nh“n) of Manufacturers and Whol2saines

s Indemnity Gxchange
whose insuranco policies provided covavage at any time after Deciaber 31, 1073,

By Couit Order, you are hereby assessad and directad to pay to the Recoivar the amount
shown in the hox m)o Wi ’

= o ‘ : . 1 _ AMOUNT DUE
Richardson Lumb er v ] $,LE’:_,“J‘{) G. OvO
P. Q. Box 106327 _ S g . B
"~ Denver, CO 80216 : : ' o
‘ S Iizke check payable to:
' RECLIVER, M & W
L .

PMail the payment 1o:

s R RECEIVER, MANUFACTURERS
Your aSSESSMRN is h 3sedl UPRON t]w follo i

~ ure s T B VIHOLESALERS INDEMNITY
PGLICY EEEECTIVE i) poLIcy LLLOBATION FOR EXCHANGE
| NULMDER LIO-Y FOYR | PRERIUM 1374 15 62556 EAST EVANS AVEMNULE
T - oo T | DERVER, COLORADO 80222
h0~118484 5-74 | 575 11,967 | 6,981 | 4,986
40-118393 1~74 1-75 817 748 1 68
40-119358 12-74 12-75 820 820
AO1EG5T 5-73 1 5-74| 10,496 | 4,373 SSTSSMENT E
- ey o 179 104 75 A SESSMENT EQUALS THE
0-131284 SarEN ! T FAOUNT OF PREMIUM ON
- voup POLICICS ALLOCATED
-~ TOCALENDAR YEARS 1974
CARD 1075 AS SHOWN,
FAQUHETOPAYTHH“
ASSESSMENT MAY HESULT .
N : _ : IN APPROPRIATE COLL ‘110N
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ssessment is due and payable within-thirty (30} days frorm the date of this

f\""nuf:-‘-cf:urers and Whaelezalers Indemmity Exchenge is preseatly in receivership
the Denver, Colorado District Court, State of Colorado. (J. Richard

progeenings ;-

&5 (.‘.r):m'nirsimw‘:a’ ot frzuran

of tire Giate of Coloredo v, Manufaclurers and
nea, Civil Action f’o €L )/8/'., Courtroom G, in ihe

Dx.mct (‘ouxt in pnd {for Lh\, City (.ni (‘ounty of Dnnvcr and S te of (o!omu 0
2 are pursuant to Order of the saxd District Court
io pay excess losses of the [xchange, as authorized by

essessmant and this
enteredd F-ebx’uary 7 1877,

soveer of aliorney with Hiram C. Gardner, Inc., attorney-in-fact

sunt of your asse

sment is cquul to all premiurns which were earned
er 31, 1873 aon vour nolicies of inaurance with Manulacturars and

fxCF §‘ seemb
demnity Exchanoe,

2 annualpremiwmn per policy.

The fult arnount of your assessinent must be paid and may not be reduced by
any amount which you may claim, or believe that Manufacturers and Wholesalers
Inceimnity Exchangs owes you for eny rezson, including clairos mdcn your insurance

policies or claims Yor ur

srned premiuins paid to the Exchange.

Dated at Denver, Colorado,

.?-M_m_._,-.__;_._.m, , 1877,

J. Richard Burnas, 2s
Commissioner of lnsurance of
ihe State of Colorado, Receiver
of Manufacturers and Whol‘:s.zlu
Indemnity Exchange

/,;

W, H. O bryax Sy ’nl Dcpuiy
Comms'-‘rmn(’r of Y urdn(‘c Tor .
the Stdte of Colorado w5

SEE IMPORTANT MESSAGE ON REVERSE SIDE




wi

) J
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Copics of Wichardson's Mobtion Lo Inlervoene; Answvor,

benlial and Protoest of Assessmons; and XNozicoe to Set for Forthwith

Hearing werce scxvaed upon J. Richzrd Barnass, Commissioner of Insur-

i o )

ance of the State of Colovado, wz Recaiver of H&W and his attorney

of record, Ireland,

same to the offices

Staplceton,

Proor & Hulmes, hy delivering the

off Xreland, Btavletcn, Pryor & Holmoes at

1700 BroadWay, Suite 2017, benver, Colorado, on this 21lst day of

April, 1977.

IRZLEND, STAPLLEION, PRYOR & HOLMES

By




EXHIBIT_&__

Il THE DISTRICT COURT
IN AND FOR THE CITY AND COUNTV OF DFENVER
AND STATE OF COLORADO

Civil Action No. C-60284, Courtroom ¢

J. RICHARD BARNLES, as Commissioner
of Insurance of the State of Colorado,

Plaintiff

14

vs.

N e N e’ N Nt N

MANUFACTURERS AND WHOLESALERS INDEMNITY ) MOTION FOR RECONSIDERATION
EXCHANGE, ) AND TO STRIKE ANSWER, DENIAL,

) AND PROTEST OF ASSESSMENT
Defendant, )

RICHARDSON LUMBER COMPANY, a Colorado
corporation,

N s N N

Applicant for)
Intervention.)

Plaintiff moves the Court to reconsider its Order
granting leave to intervene to Richardson Lumber Company and
moves the Court to strike the Answer, Denial and Protest of
Assessment filed by Richardson Lumbher Company.

Grounds for this motion are that Richardson Lumber
Company does not have a right to intervene under Rule 24 (a);
that intervention will unduly delay and prejudice the adjudication
of the rights of the original parties to this action; that
Richardson Lumber Company has not complied with Rule 24(c); and
that the case law relied upon by Richardson Lumber Company is
not applicable to Colorado's Rule 24.

These grounds will be set out more fully in a memorandum
of law in support of this motion which will be filed within ten
days of this motion as required by local rule, and in no event
later than two days before the date on which this motion is
set for hearing.

Py

Dated -t ﬁQJ’IXS— VANAvA :

/

iRELAND, STAPLETON, PRYOR & HOLMES
PROFESSIONAL CORPORATION
Kenneth L. Starr (246)
Sidney W. Delong (5722)

By //, ,(f;}"l('\ ;/~-/) i Y Z—)

" Attorneys for Defendanmt—
1700 Broadway, Suite 2017
Denver, Colorado 30290
(303) 825-4400




IV THE DISTRICT COURT
IN AND TOR THE CITY AND COUNTY OF DENVER
AD STATE OF COLORADO

Civil Action No. C-60234, Courtroom 6

J. RICHARD BARNES, as Commissioner
of Insurance of the State of Colorado,

Plaintiff,

vVS.

MANUFACTURERS AND WHOLESALERS INDEMNITY

NOTICE T
EXCHANGE, ICE TO SET

Defendant,

RICHARDSON LUMBER COMPANY, a Colorado
corporation,

Applicant for)

Intervention.)
TO: Edward C. Eppich, attorney for applicant for intervention:

PLEASE TAKE NOTICE that on Tuesday, April 26, 1977,

at»the hour of 8:45 A.M., or as soon thereafter as counsel
may be heard, the undersigned will appear in the District
Court in and for the City and County of Denver, Courtroom 6,
to set the above matter for hearing on Defendant's Motion for
Reconsideration and to Strike Answer, Denial, and Protest of
Assessment, at which time and place you may be present if you

so desire.

IRELAND, STAPLETON, PRYOR & HOLMES,
PROFESSIONAL CORPORATION
Kenneth 1. Starr (246)

Sidney W. DelLong (5722)

(
By ',/4iéma//%),/QQK7
“Attorneys for Defendamt—
1700 Broadway, Suite 2017
Denver, Colorado 80290
(303) 825-4400

CERTIFICATE OF HAND DELIVIRY

I hereby certifv that on this 33&~0tday of April,
1977 a true and correct copy of the foregoing Notice to Set
was hand delivered to Edward C. Eppich, 1000 Capitol Life
Center, Denver, Colorado 80203.

A \v ) 4
ﬂ/‘ . /7/{ . \/_(_./(7 .',/( Ll fr ,_;/’




THE DISTRICT COURT
IN AND FOR THE CITY AND COUNTY OF DENVER
STATE OF COLORADO
Civil Action No. C-60284, Courtroom 6
J. RICHARD BARNES, as Commissioner

of Insurance of the State of
Colorado,

Plaintiff,

MEMORANDUM OF LAW
IN SUPPORT OF

RECEIVER'S MOTION FOR
MANUFACTURERS AND WHOLESALERS RECONSIDERATION AND TO

)
)
)
)
)
)
Ve )
)
INDEMNITY EXCHANGE, ) STRIKE, ANSWER, DENIAL
)
)
)
)
)
)
)
)

AND PROTEST OF ASSESSMENT
Defendant,

RICHARDSON LUMBER COMPANY, a
Colorado corporation,

Applicant for
Intervention.
Plaintiff submits this Memorandum in Support of
his Motion For Reconsideration of the Application of
Richardson Lumber Company to intervene in these proceedings,

and to strike the Answer, Denial and Protest of Assessment.

PRELIMINARY STATEMENT

Important to an understanding of ‘the argument to
follow is a review of the status of this action and the
nature of the Court's Order approving the assessment which
is the subject of this dispute. The only pleading which has
been filed in this action is the Complaint f£iled on
November 26, 1975. 1In that Complaint, Plaintiff requested
that M & W be declared insolvent and sought an Order
appointing Plaintiff as Receiver of M & W as required by
Colorado law. On December 1, 1975 the Court issued an Order
appointing Plaintiff as Receiver and directing him to
perform the Receiver's duties. These included marshalling

H

the assets of M & W.
Since a major asset of M & W is its contract right
to assess its subscribers under the terms of their power of

attorney and policies, the Receiver moved the Court for an



Order approving an assessment of cne annualized premiunm per
oolicy against all policyholders of M & W whose policies
wer2 in effect during 1974 and 1975. This Motion was
supported by the Affidavit of William H. O'Bryan, Special
Deputy Commissioner of Insurance for the State of Colorado
acting for the Commissioner as Receiver, and by verified
exhibits showing the contractual basis of the assessment and
the financial condition of M & W. On February 7, 1977 this
Court entered an Order finding that the proposed assessment
was necessary to M & W, reasonable in amount, and valid, and
directing the Receiver to make the assessment.

The Receiver has obeyed the Court Order. All of
the policyholders designated in the Motion to Assess have
been mailed Notices of Assessment. Some of them have paid
the assessment, and the Receiver is preparing to sue those
who have not.

Also, the Receiver has filed an action against the
Underwriters at Lloyd's of London to recover assessment
liability reinsurance under a policy in which Lloyd's agreed
to insure some of the subscribers' liability to assessment.
In its present posture, this action has no motion pending.

Intervention to attack the assessment should be
denied because:

(1) A subscriber to an interinsurance exchange
has no legally protectable interest in the determination to
levy an assessment, either before or after receivership
proceedings;

(2) The Court's Order Approving Assessment did
not affect any rights of the Applicant;

(3) The Applicant's attack on the assessment is
untimely, since the assessment has taken place and
Applicant's time to appeal from the order complained of has
already expired;

(4) The application to intervene is

jurisdictionally defective because it is not accompanied by



-

a pleading as o2xpressly raguirad by 1.CL.7.

C. mule 24{c);
(5) The Illincis cases relied ugon oy Applicant
are inapplicable because they are promised upon a procedural
rule of intervention which omits the regquirement of filing a
pleading, a requirement mandated in Colorado under Rule

24(c).

ARGUMENT

I

THE COURT'S ORDER APPROVING ASSESSMENT DID NOT AFFECT ANY
PROTECTABLE INTEREST OF RICHARDSON LUMBER COMPANY.

Here is what happened in the Order complained of:
Normally an assessment in a reciprocal company is levied as
provided in the subscriber's agreement, e.g., by the
directors or, in M & W's case, by the Finance Committee. If
it is levied in this way, it has a presumption of validity.

See Couch On Insurance (2d. Ed.) §30:111. And the operative

act of assessing is a precondition to a subscriber's
liability, as for example formal demand may be necessary to
other forms of contract liability.

When a reciprocal is in receivership, the Court,
through the receiver, has the power formeriy possessed by

the management to levy the assessment. Couch, supra, §30:85

and cases cited therein. What the Receiver sought, and what
the Court here ordered, was simply a formal exercise of that
determination to assess and authority to make the demand.
The Receiver presented the Court with the evidence of
M & W's financial condition as a basis for this
determination. The findings of necessity, reasonableness,
and validity were the kinds of matters the Finance Committee
would consider, in its discretion, in determining to make a
normal assessment.

Richardson Lumber Company had no contractual right
to participate in the Finance Committee's discretionary
determination to assess while M & W lived and could not

legally impede that determination by injunction or other
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medy. Nor Zoes Richardson have a protectabie interszst in

[

(2

intervening in the Court's analcgous determination in
recelvership. The Court's apgroval of the assessment is
entitled to no more and no less presumption of validity than
that of a Finance Committee's or corporate board, and does
not prejudice anv right that Richardson Lumber Company had
before receivership.

The Illinois courts in the cases Applicant cites
not only proceeded under a much broader intervention rule,
they misapprehended the nature of an assessment order and
confused the order approving the assessment with a "judgment
order". 276 N.E.2d 116. The Crder approving assessment is
not a judgment. If it were a judgment, rights to appeal the
judgment would have expired in thirty days, or updn a
showing of excusable neglect, sixty days. C.A.R. 4(a).
Applicant will surely complain that it could not lose this
right to appeal since it did not know of the order. But the
full answer to Applicant's complaint is that if Applicant's
legal rights have been determined ex parte by the Court,
Applicant has a full panoply of due process defenses to any
action to enforce the assessment which relies on any
purported ex parte adjudication of Applicant's legal rights.
Thus intervention here is not necessary.

The hypothetical does not apply, of course,
because the Order approving assessment is not a judgment
binding any absent party. It is no more a judgment against
Richardson than a Finance Committee's action approving and
levying an assessment, or a receivership court's order
authorizing a receiver to make demand on a demand note, and
has no more effect on Applicant's legal rights than either.
The Court's Order approving the assessment merely gave the
same presuﬁptive validity to the Receiver's levy of the
assessment which would be given to the levy of an assessment
by the Finance Committee of M & W in the ordinary course of

its business. A subscriber to the Exchange does not have
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tervenor has "a significant protectakle
interest" in the property or transaction which is the

subject of the action. Donaldson v. United States, 400 U.5.

517, 532 (1971). The levy of assessment is ordinarily an
action in which the subscribers have no say. Thus, they do
not have a protectable interest in the decision to assess.
An effort to stop the act of assessment should be as legally

futile as trying to stop a demand on a demand note.

II

THE APPLICATION FOR INTERVENTION SHOULD BE DEMIED
OR STRICKEN BECAUSE THE INTERVENTION IS NOT TIMELY.

Even assuming that the pleading requirements were
satisfied by Richardson Lumber Company's papers, and
assuming further that the findings made by the Court in its
Order of December 1, 1975 or March 7, 1977, adjudicated |
facts which would affect a protectable interest of
Richardson Lumber Company, nevertheless Richardson Lumber
Company's Application to Intervene is not timely and should
be denied.

Richardson Lumber Company claims that it may be
bound by this Court's findings that M & W is insolvent, and
that the assessment is necessary, reasonable and valid. It
claims that case law suggests that it may be conclusively
precluded from contesting those issues if and when the
Receiver sues Richardson Lumber Company to collect the
assessment, or that it will have the burden of proof to show
that such findings are in error in such a proceeding. Even
assuming this is true, however, Richardson Lumber Company's
attack on those findings comes too late in these proceedings
to be timely either in a technical sense or in a practical
sense.

The attack on these findings is technically

untimely because, if they do constitute final judgments



Sinding Richardson Lumber Compan

> Yy ln sSome way as lf argues,
the time for acrpeal [rom these judgments has expirad. "The

intervenor is only given the same right to appeal as that
possessed by original parties.” 3B tloore's Federal
Practice ¢424.13, 24-573. A late intervenor may not impeach
prior orders and evidence which has been taken and is
prevented from raising issues which are more properly raised
at an early stage of the proceedings. 1Ibid. 24-523;
§24,16([5].

The motion is also technically untimely because
the assessment has been levied. It is the assessment which
triggers the subscribers' liability under their agreement.
Any attempt to set that assessment aside now, whether in
these or separate proceedings, is a collateral attack, and
untimely.

An intervenor must take the issues and the state
of proceedings as he finds them. In the instant case, even
if Richardson Lumber Company would have had a right to
intervene in these proceedings to contest the findings of
the Court in approving the assessment, it no longer has that
right. The proposed intervention constitutes just as much a
collateral attack on those findings as it would if raised in
a separate law suit.

If the requirement of time limits is not observed
the parties to a law suit will never know whether orders and
judgments entered in that suit ever become finally binding
upon them, because of the possibility of an untimely
intervention by a third party.

This leads to the point that the intervention is
also untimely as a practical matter. The Receiver has, on
behalf of the creditors of M & W, relied upon the finality
of the Orders of the Court noted above. It has taken steps
to liquidate M & W's assets and has conducted the
Receivership for over one year. It has expended time and

money in resolving the affairs of the Receivership. At
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To re-open the questions resolved by the Court's previous
orders would prejudice creditors of M & W because M & W's
assets have been expended in reliance upon those orders.
There is no statutory or case law reguirement that
a Receiver of an insolvent reciprocal exchange give notice
to the subscribers that he is going to seek to assess them.
On the contrary, the case law cited to the Court in the
Receiver's Motion for Approval of Assessment holds that
subscribers are not necessary parties to such a finding and

that they are bound by the Receiver's determinations and the

Court's ratification of the amount and reasonableness o€ an

assessment.

I1T1
PERMITTING INTERVENTION WILL UNDULY PREJUDICE THE INTEREST
WHICH THE RECEIVER MUST PROTECT AND WILL INTRODUCE COLLATERAL
AND EXTRANEQOUS ISSUES INTO THE RECEIVERSHIP.

Under Colorado law, an intervenor must respect the
state of the issues as framed by the pleadings existing
between the parties within the case. Richardson Lumber
Company, on the other hand, has introduced numerous issues
which are extranecus and collateral to the Receivership
proceedings and which could be raised equally well in a
separate action. A number of issues raised by the Answer,

Denial and Protest of Assessment were considered by the

Colorado Supreme Court in Aronoff v. Pioneer Mutual

Compensation Co., 134 Colo. 395, 304 P.2d 1083 (1956) and

Aronoff v. Carraher, 146 Colo. 223, 361 .24 354 (1961). 1In

Pioneer Mutual the Colorado Supreme Court considered the

effect of the illegality of the insurance company's business
on the validity of the assessment (134 Colo. at 403), the
authority of the Receiver to levy the assessment (134 Colo.

404-405), the statutes of limitations (134 Colo. 408), and
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the gquestion whether the csement was {or an excessive

W

amount (134 Colo. 409-410); the Carraher case considered the

guestions of the statutes of limitations (146 Colo. 225) and
the gquestion of setoff (146 Cole. 229). All of these
collateral issues raised by Richardson Lumber Company may be
considered by a court in a subsequent action on the
assessment, as they were in the Aronoff cases, and are not
essential issues to the main receivership actiocn. By
introducing these extraneous issues into the receivership
action Richardson Lumber Company introduces precisely the
type of confusion and delay which Rule 24(b) was meant to
prevent.

In addition, the effect of holding that
subscribers or any other dektors, of an insolvent reciprocal
exchange have a right of intervention under Rule 24(a) could
be horrendous to the receivership proceedings. Essentially,
Richardson Lumber Company is claiming its status and
interests in the Receivership proceedings purely in its
capacity as a potential debtor of the Receivership. As the
Court aptly phrased it, Richardson Lumber Company 1is
attempting to "short circuit" a lawsuit against it by
intervening in the Receivership proceeding. It thus gets
two bites at the apple: if it can convince the Receivership
Court to order the Receiver to refuse to pursue the asset,
it wins. If not, it will defend on gﬁe merits and assert
all of the same defenses in a separate action. This 1is
precisely as if the obligor of a note held by a decedent
were to intervene in an estate proceeding to attempt to get
an order from the court directing the administrator not to
pursue the asset.

Richardson Lumber Company has suggested that
permitting its intervention will actually help the
adhinistration of the Receivership by permitting an
adiudication of the questions relating to the assessment.

In fact it will not. If the Receiver proves, as it has once
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id, it will not obtain zanv r23 judicaca

or collateral 2stoppel effect zgainst the rest of the
subscribers. Richardson Lumber Company has not brought a
class action and does not plecad that it represents the other

subscribers in any way.

Iv

RICHARDSON LUMBER COMPANY'S APPLICATICN TO INTERVENE IS
FATALLY DEFECTIVE BECAUSE IT IS NOT ACCOMPANIED BY A PLEADING.

The Application to Intervene was made by motion.
It was accompanied by a document entitled "Answer, Denial
and Protest of Assessment”. This was not a pleading
enumerated in C.R.C.P. 7(a), since the assessment was not a
complaint to which an answer could be filed. The assessment
is merely a demand for payment. If Richardson Lumber
Company failed to pay, no judgment would enter against it.
Richardson Lumber Company's Answer and Protest and Denial of
Assessment is more in the nature of a motion seeking to
attack findings made by this Court after the time for appeal
from those findings has expired, but it is not a pleading.

Rule 24(c) says:

(c) Procedure. A person

desiring to intervene shall serve a

Motion to Intervene uvon the parties as

provided in Rule 5. The Motion shall

state the grounds therefor and shall be

accompanied by a pleading setting forth

the claim or defense for which

intervention is sought.

As the Colorado Supreme Court has said, this Rule
specifies that the Motion to Intervene be accompanied by a

pleading, and a pleading is not a motion. Capital

Industrial Bank v. Strain, 166 Colo. 55, 442 P.24 182

(1968). See Sanders v. John Nuveen & Company, Inc., 16

F.R.S.2d 267 (7th Cir. 1972); 3B Moore's Federal Practice
§24.14,

It is for this reason than the cases cited by
Richardson Lumber Company are misleading and wholly

inapplicable to a decision under Colorado law. People ex



rel. Baylor v. Bell Mutual Casualty Co., 276 N.E.2d 113

(Ill.App. 1971) aff'd 298 N.E.2d 167 (Ill. 1973). Both were

decided under the Illinois intervention rule (Illinois Civil
Practice Act, Ill.Rev.Stat. 1967, Ch. 110, §26.10) a copy of

which is attached. Subsection (5) of that Rule states:
(5) A person desiring to

intervene shall present a petition

setting forth the grounds for

intervention, accompanied by the initial

pleading or motion which he proposes to

file. (emphasis added).

The Illinois Rule is thus different from both the Federal’
Rules and the Colorado Rules of Civil Procedure which
require a pleading to te filed.

Permitting an intervenor to come into a case
without being aligned with either side through the mechanism
of filing a pleading creates an impossible procedural
situation. No issues are formally joined by such an
intervention and the intervenor's role is undefined. There
is wisdom in the Colorado Rules of Civil Procedure requiring

a pleading to be filed and that requirement should be

observed in this case.

v
THE ANSWER, PROTEST AND DENIAL OF ASSESSMENT
SHOULD BE STRICKEN.

Even if. this Court finds that Richardson Lumber
Company satisfies the requirements of Rule 24, it should
strike the Answer, Denial and Protest of Assessment as being
untimely, as argued in II above. The right to intervene is
distinct from the rights 6f the intervenor. See 3B Moore's

Federal Practice ¢24.16[5] 24-652. Thus, in Lincoln

Printing Co. v. Middle West Utilities Co., 74 F.2d 779 (7th

Cir. 1935) the Court held that an intervening owner of stock
could not question the original appointment of the receiver,
although he could guestion the present eligiQility of the
receiver. Similarly this Court, if it concludes that
intervention is proper, should nonetheless not permit

Richardson to rehash past matters already resolved in this’

<10~
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The noticn that one who owes money to a
receivership has an absolute right to intervene in the
decision of the vreceivership court and the receiver to
pursue the asset in his hands would do great violence as a
rule of law to the orderly conduct of receivership
proceedings. There is no need to protect a debtor in this
way because he has available to him the full scope of all
defenses when and if the receiver seeks judicial process to
compel payment of the debt. Richardson Lumber Company loses
nothing by not being permitted to intervene in this
litigation.

The applicant's failure to file a pleading as
required by Rule 24(c) is a jurisdictional defect. The
applicant's inability to file a pleading joining any issue
in this action highlights the impropriety of its
intervention. For these reasons, Plaintiff respectfully
moves the Court to reconsider its Order approving the
intervention of Richardson Lumber Company in this action and
to deny that application and strike the Answer, Denial and

Protest of Assessment filed by Richardson Lumber Company.

Dated: /L:;,,j 24 , 1977.
ﬁ—'&;

Respectfully Submitted,

IRELAND, STAPLETON, PRYOR & HOLMES
Professional Corporation
Kenneth L. Starr (246)

Sidney W. DelLong (5722)

By %ﬂnz« W n@fi

Attorneys for Plaintftf
1700 Broadway, Suite 2017
Denver, Colorado 802590
Telephone: 303/825-4400

-11-



CLRTIFICATE OF HAND CELIVERY

[}

her2by certifv that a copy of the foregoing
demorandum Of Law In Support Of Receiver's Hotion For
Reconsideration And To Strike, Answer, Denial And Protest Of
Assessment, has been hand delivered on this Mday of

5517: »,)ﬁ_;j + 1977, to Edward C. Eppich, Attorney For Applicant
/

For Intervention, 1000 Capitel Life Center, Denver, Colorado

80203,

-12-



115 §26.3 CIVIL PRACTICE ACT
Clv.Pr.Act § 26.1 .
§ 26.1  (Civil Practice Act, § 26.1). Intervention
(1) Upon timely application anyone shall be permitted as of right to.’
intervene in an action: (a) when a statute confers an unconditional
right to intervene; or (b) when the representation of the applicant’s in
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 (c):
when the applicant is so situated as to be adversely affected by a distri
bution or other disposition of property in the custody or subject to th
control or disposition of the court or an officer thereof.

(2) Upon timely application anyone may in the discretion of the’
court be permitted to intervene in an action: (a) when a statute confers
a conditional right to intervene; or (b) when an applicant’s clain or=
defense and the main action have a question of law or fact in common

(3) In all cases involving the validity of a constitutional provision,
statute or regulation of this State and affecting the public interest, the- ;}%
State upon timely application may in the discretion of the court be per- 2522
mitted to intervene.

(4) In all cases involving the validity of an ordinance or regulation:
of a municipality or governmental subdivision of this State and affect=
ing the public interest, the municipality or governmental subdivision
upon timely application may in the discretion of the court be permitted.
to intervene. ’

(5) A person desiring to intervene shall present a petition settnw i
forth the grocunds for intervention, accompanied by the initial pleading
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 the rights. ¢
of the original parties. .

(6) An intervenor shall have all the rights of an original party, ex-
cept that the court may in its order allowing intervention, whether dis--
cretionary or a matler of right, provide that the applicant shall be
bound by orders or judgments theretofore entered or by evidence :
theretofore received, that the applicant shall not raise issues which -,
might more properly have been raised at an earlier stage of the 3
proceeding, that the applicant shall not raise new issues or add new"
parties, or that in other respects the applicant shall not interfere with
the control of the litigation, as justice and the avoidance of undue denav
may require. A
1933, Jure 23, Laws 1933, p. 784, art 5, § 26.1 a d(led 1955, July 16, %
Laws 1955, p. 2233, 8 1; P.A.79-1366, § 16, eff. Oct. 1, 1970. G
§ 25.2 (Civil Practice Act, § 25.2). Interpleader

Persons having claims against the plaiotifi arising out of the same:
or rclated subject matter may be joined as deferdunis and required to
interplead when their claims may expose plaintif{ o Jouble or multxplc

Historical & Practlce Notes and Jtudiclal Constructiore.
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