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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net Admitted
Assets Assets (Col 1-Col 2) Assets
1. Bonds (Schedule D) ... .o 465,154,749 | ... 465,154,749 |..... 474,467,703
2. Stocks (Schedule D):
2.1 Preferred StockS ... ..o e
2.2 0ommMON SIOCKS . ... 185,703,857 | ... 185,703,857 |..... 144,763,438
3. Mortgage loans on real estate (Schedule B):
3 RIStleNs . e
3.2 Otherthanfirstliens ........ ..o L
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less§ ................. encumbrances) ...
4.2 Properties held for the production of income (less$ ................. encumbrances) ...
4.3 Properties held for sale (less$................. eNCUMDFaNCeS) ..o
5. Cash(§. ... 1,264,117 , Schedule E - Part 1), cash equivalents (§ ................., Schedule E - Part 2)
and short-term investments ($ ... .. 12,143,381 ,Schedule DA) ... ... 13,407,498 |................|...... 13,407,498 |...... 10,520,911
6.  Contract loans (including$ ................. PrEMIUM NOtES) ... ..o
7. Derivatives (Schedule DB) ... ... ... ..
8.  Otherinvested assets (Schedule BA) ... .. .. ... 11,529,661 |..................[...... 11,529,661 |...... 11,162,386
9. Receivables for securities ...............o o
10.  Securities lending reinvested collateral assets (Schedule DL) ......... .. ...
11, Aggregate write-ins for invested assets ......... ... 8,204,790 [.................f....... 8,204,790 [....... 6,077,872
12, Subtotals, cash and invested assets (Line 1throughLine 11) ... 684,090,555 |.................]..... 684,090,555 |..... 646,992,310
13. Titleplantsless$................. charged off (for Title insurersonly) ...
14, Investment income due and ACCTUBA ............. ..ottt 5,180,869 |............... ] 5,180,869 |....... 5,474,101
15, Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection ... 7,751,364 (... 1,438,982 |....... 6,312,382 [....... 6,574,172
15.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
(including$ ................. earned but unbilled premiums) ... 34,309,723 |.......... 75,736 |...... 34,233,987 |...... 32,319,135
15.3  Accrued retrospective premiums ... .. .. 56,027 ........... 5,603 |.......... 50,424 (.......... 11,152
16.  Reinsurance:
16.1  Amounts recoverable from reiNSUIErS ..o 590,379 [ ... 590,379 |....... 1,244,633
16.2 Funds held by or deposited with reinsured companies ...
16.3  Other amounts receivable under reinsurance CONtracts .................cooooiiiiiiiiiee e
17. Amounts receivable relating to uninsured plans ...
18.1  Current federal and foreign income tax recoverable and interest thereon ........... ... 6,122,963
18.2 Netdeferred tax asset .................o i 20,626,330 |....... 4,150,796 |...... 16,475,534 [...... 16,814,093
19, Guaranty funds receivable or ondeposit ......... ... ...
20.  Electronic data processing equipment and software ... 802,061 |......... 351,510 |......... 450,551 [......... 404,546
21, Furniture and equipment, including health care delivery assets (§ ................. ) 1,060,335 |....... 1,060,335 ...
22.  Net adjustment in assets and liabilities due to foreign exchangerates ........................
23.  Receivables from parent, subsidiaries and affiliates ... 2,361,323 ......... 493,792 |....... 1,867,531 |......... 463,962
24, Healthcare ($................. ) and other amounts receivable ...
25.  Aggregate write-ins for other thaninvested assets ........................ 842,960 |......... 837,764 |........... 5196 |........... 4,784
26.  Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts (Line 12to Line25) ............|..... 757,671,926 |....... 8,414,518 |..... 749,257,408 |..... 716,425,851
27, From Separate Accounts, Segregated Accounts and Protected Cell Accounts ...
28, Total (Line28andLine 27) ... .. oo 757,671,926 |....... 8,414,518 |..... 749,257,408 |..... 716,425,851
DETAILS OF WRITE-INS
1101. Other investment in mutual funds ... ... .. . 8,204,790 ... 8,294,790 [....... 6,077,872
Hgg OO IO O RN EOOOEO DR RO N NUUROSRRURDOONY RDRRRRRRY
1198. Summary of remaining write-ins for Line 11 from overflow page ........ ...
1199. Totals (Line 1101 through Line 1103 plus Line 1198) (Line 11above) ... 8,204,790 | 8,204,790 |....... 6,077,872
2501, EQUItIES INPOOIS .. ... 549 | 519 |........... 4,784
2502. Prepaids and other @sSets . ... ... ..o 837,764 |......... 837,764 | ...
7% Summary of remaining write-ins for Line 25 from overflow page ...
2599. Totals (Line 2501 through Line 2503 plus Line 2598) (Line 25above) ... 842,90 |......... 837,764 |........... 519 [........... 4,784




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

LIABILITIES, SURPLUS AND OTHER FUNDS

Currerlt Year PriorzYear
1. Losses (Part 2A, Line 35, Column 8) ... . . o 287,330,381 |...... 296,440,251
2. Reinsurance payable on paid losses and loss adjustment expenses (Schedule F, Part 1, Columnn6) ........ .. ...
3. Loss adjustment expenses (Part 2A, Line 35, Column9) ... ... .. .. . 34,495 446 |....... 33,453,824
4. Commissions payable, contingent commissions and other similar charges ......................... i 6,108,878 |........ 5,062,082
5. Other expenses (excluding taxes, licenses and fees) ......... ... ... 17,488,707 |....... 13,886,522
6. Taxes, licenses and fees (excluding federal and foreign income taxes) ............. .. ... 1,635,033 |........ 1,209,562
7.1 Current federal and foreign income taxes (including§ .................. on realized capital gains (losses)) ... 197,285 | ...
7.2 Netdeferred tax liability ......... ... . . e
8. Borrowedmoney$.................. andinterestthereon$ .. ... ...
9. Unearned premiums (Part 1A, Line 38, Column 5) (after deducting unearned premiums for ceded reinsurance of § ..... ... 854,246 and
including warranty reserves of § .................. and accrued accident and health experience rating refunds
including$ .................. for medical loss ratio rebate per the Public Health Service Act) ... 59,887,611 |....... 59,738,660
10, AVaNCE PremMIUM . ..o 1,382,412 |........ 1,213,219
11. Dividends declared and unpaid:
I StOCKNOIAETS . .
11 2 POlICYNOIdErS ...
12. Ceded reinsurance premiums payable (net of ceding CommISSIONS) . ........ ... ... ... . 656,393 |.......... 615,309
13. Funds held by company under reinsurance treaties (Schedule F, Part3, Column19) ... ... ... .. ... .
14, Amounts withheld or retained by company for account of others .......... .. ... 2,185,335 |........ 2,578,209
15.  Remittances anditems not allocated ......... ... o
16.  Provision for reinsurance (including§ .................. certified) (Schedule F, Part8) ... .. ... e
17, Net adjustments in assets and liabilities due to foreign exchangerates ... ... . ... ..
18, Draftsoutstanding ........ ... ...
19.  Payable to parent, subsidiaries and affiliates .......... ... ...
200 DBIIVALIVES . ...
210 Payable for SECUMtIES .. ... ... .
22, Payable for securities lending . ... ... ..o
23, Liability for amounts held under uninsured plans . ...... ... . .
24, Capitalnotes$.................. andinterestthereon$ . ...
25.  Aggregate write-ins for liabilities .. ......... ... . 842,038 |........ 1,110,879
26.  Total liabilities excluding protected cell liabilities (Line 1throughLine 25) ....... .. .. .. ... 413,209,519 |...... 415,308,577
27, Protected cell iabilities .. ............ o e
28.  Total liabilities (Line 26 and LINE 27) ... .. oo e 413,209,519 |...... 415,308,577
29.  Aggregate write-ins for special surplus funds . ... ... ..
30, Common capital STIOCK . ... .. .o
31, Preferred capital StOCK . ... ..o
32.  Aggregate write-ins for other than special surplus funds . ......... .. .. .. TS |
33, SUIDIUS MOMES . ...
34, Gross paid in and contributed SUPIUS .. ... ... ... .. o 3,196,888 |........ 3,207,180
35, Unassigned funds (SUMDIUS) .. ... o 332,139,462 |...... 297,910,094
36.  Less treasury stock, at cost:
KT shares common (value included in Line 30§ .................. )
0.2 shares preferred (value included inLine 31§ .................. )
37, Surplus as regards policyholders (Line 29 to Line 35, less Line 36) (Page 4, Line39) ............ .. ... . 336,047,889 |...... 301,117,274
38, Totals (Page 2, Line 28, COIUMN 3) ... .. . o 749,257,408 |...... 716,425,851
DETAILS OF WRITE-INS
2501.  Provision for contingent losses of subsidiary .......... ... 818,665 |........ 1,087,506
2502. Return capital contribution payable ........ ... B33 (... 23,373
gggg Summary of remaining wite-ins for Line 25 from overflow page ... |
2599. Totals (Line 2501 through Line 2503 plus Line 2598) (Line 25@D0VE) ..............oooiiiiii e 842,038 |........ 1,110,879
2901
2902.
2903.
2998.  Summary of remaining write-ins for Line 29 from overflow page ......... ... ...
2999. Totals (Line 2901 through Line 2903 plus Line 2998) (Line 29@bOVE) ......... .. i
3201.
3202
3203.
3298.  Summary of remaining write-ins for Line 32 from overflow page ......... ... ...
3299. Totals (Line 3201 through Line 3203 plus Line 3298) (Line 32above) ... ... ... o i 839 |




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

STATEMENT OF INCOME

UNDERWRITING INCOME
1. Premiums earned (Part 1, Line 35, Column 4) .. o o
DEDUCTIONS
2. Lossesincurred (Part 2, Line 35, ColUmN 7) ..o o
3. Loss adjustment expenses incurred (Part 3, Line 25, ColUmN 1) ... .. . o o
4. Other underwriting expenses incurred (Part 3, Line 25, COIUMN 2) . ... ... .. o
5. Aggregate write-ins for underwriting deductions . . ... ... ... L
6. Total underwriting deductions (Line 2 through Line 5) . ... ... o
7. Netincome of protected CellS ... ... . . o
8. Netunderwriting gain (loss) (Line 1minus Line B pIUS LINE 7) ... ... . o
INVESTMENT INCOME
9. Netinvestment income earned (Exhibit of Net Investment Income, Line 17) ... ... .
10. Net realized capital gains (losses) less capital gains tax of § ................................. (Exhibit of Capital Gains (Losses)) .........................
11, Netinvestment gain (loss) (Line 9 pIUS LiNe 10) . ... ..o oo
OTHER INCOME
12. Net gain (loss) from agents' or premium balances charged off (amount recovered $ ............. 92,970 ,amount charged off § ... ... 260,885 ) ............

21,
2.
3.
24,
25.
26.
2.
28.
29.
30.
31
32.

3.

34,
35.
36.
3.
38.
39.

. Finance and service charges not included in premiums
. Aggregate write-ins for miscellaneous income

. Total other income (Line 12 through Line 14)

. Dividends to policyholders

. Federal and foreign income taxes incurred

. Netincome (Line 18 minus Line 19) (to Line 22)

. Netincome before dividends to 5p)o|icyholders, after capital gains tax and before all other federal and foreign income taxes

(Line 8 plus Line 11 plus Line 1

. Netincome, after dividends to policyholders, after capital gains tax and before all other federal and foreign income taxes

(Line 16 minus Line 17)

CAPITAL AND SURPLUS ACCOUNT

Surplus as regards policyholders, December 31 prior year (Page 4, Line 39, Column 2)

Net income (from Line 20)

Net transfers (to) from Protected Cell accounts

Change in net unrealized capital gains or (losses) less capital gains tax of § .......... 3,142,987

Change in net unrealized foreign exchange capital gain (loss)

Change in net deferred income tax

Change in nonadmitted assets (Exhibit of Nonadmitted Assets, Line 28, Column 3)

Change in provision for reinsurance (Page 3, Line 16, Column 2 minus Column 1)

Change in surplus notes

Surplus (contributed to) withdrawn from protected cells

Cumulative effect of changes in accounting principles

Capital changes:

1 Paidin
32.2 Transferred from surplus (Stock Dividend)
32.3 Transferred to surplus

Surplus adjustments:

.1 Paidin
33.2 Transferred to capital (Stock Dividend)
33.3 Transferred from capital

Net remittances from or (to) Home Office

Dividends to stockholders

Change in treasury stock (Page 3, Line 36. 1 and Line 36.2, Column 2 minus Column 1)

Aggregate write-ins for gains and 10SSES IN SUMPIUS ... ... ... ... i

1 2
Current Year Prior Year
..... 126,374,464 | ... 122,698,571
...... 63,318,718 |...... 78,723,217
...... 13,419,240 |...... 12,298,740
...... 31,039,235 |...... 27,238,746
..... 107,777,193 |..... 118,260,763
...... 18,597,271 |....... 4,437,808
...... 21,073,992 |...... 21,203,217
....... 3,188,512 [....... 7,015,131
...... 24,262,504 |...... 28,218,348
........ (176,915)........ (334,621)
......... 196,797 |......... 190,164
......... (12,000 {......... (10,500
........... 7,882 |........ (154,957)
...... 42,867,657 |...... 32,501,199
...... 13,000,000 |...... 12,055,419
...... 29,867,657 |...... 20,445,780
....... 6,527,065 |....... 2,444,293
...... 23,340,592 |...... 18,001,487
..... 301,117,274 |..... 285,896,940
...... 23,340,592 |...... 18,001,487
....... 9,471,832 |...... (4,627,790)
........ (997,352)|...... (2,779,040
....... 2,414,296 |....... 4,640,633

711,539

34,930,615

15,220,334

336,047,889

301,117,274

: Summary of remaining write-ins for Line 5 from overflow page
. Totals (Line 0501 through Line 0503 plus Line 0598) (Line 5 above)

. Other expense

. Summary of remaining write-ins for Line 14 from overflow page
. Totals (Line 1401 through Line 1403 plus Line 1498) (Line 14 above)

. Summary of remaining write-ins for Line 37 from overflow page
. Totals (Line 3701 through Line 3703 plus Line 3798) (Line 37 above)




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

CASH FLOW

1 2
Current Year Prior Year
Cash from Operations
1. Premiums collected net of FEINSUTANCE ... ... .. i 124,586,760 |...... 121,841,815
2. NetinVestMeNt iNCOME .. .. 23,542,743 |....... 23,405,942
3. MISCEIIANEOUS INCOME .. ... e 7,881 (......... (154,956)
4. Total (Line 1through Line 3) ... . . . . 148,137,384 |.... .. 145,092,801
5. Benefitand loss related payments ... ... 774,334 | ... 77,070,848
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts ...
7. Commissions, expenses paid and aggregate write-ins for deductions ......... .. .. ... 39,753,370 |....... 36,573,536
8. Dividends paid to policyhOlders .. ... ... . o 13,000,811 |....... 12,055,380
9. Federal and foreign income taxes paid (recovered) netof§ .................. tax on capital gains (losses) ... (793,183)]........ 6,424,766
10. Total (Line Sthrough Line 9) ... . 123,735,332 |...... 132,124,530
11. Net cash from operations (Line 4 minus Line 10) ... ... 24,402,052 |....... 12,968,271
Cash from Investments
12.  Proceeds from investments sold, matured or repaid:
120 BONOS ... 75,338,818 |...... 112,354,551
12,2 SHOCKS . 7,884,860 |....... 11,403,715
12,3 Mortgage l0anS ... .. o
12,4 Rl BState . ... .
12,5 Otherinvested @SSetS . ... ... ..o i
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments .............................
12,7 MisCellangous ProCeeds ... o
12.8 Total investment proceeds (Line 12.1through Line 12.7) .. .. o 83,223,678 |...... 123,758,266
13.  Cost of investments acquired (long-term only):
B3 BONOS . 85,135,401 |.... .. 108,912,588
13, SH0CKS . 16,596,368 |....... 34,289,892
13,3 Mortgage l0ans ... .. . o
134 RealeState . ...
13.5  Otherinvested @SSets . ............oi i 5,100,000
13.6 Miscellaneous applications . ... ... .. ..o i
13.7 Total investments acquired (Line 13.1through Line 13.6) . ... ... ... .. 101,731,769 |...... 148,302,480
14, Netincrease (decrease) in contract loans and premium notes ... ... ... ... e
15.  Net cash from investments (Line 12.8 minus Line 13.7minus Line 14) ... ... ... . (18,508,091)]...... (24,544,214)
Cash from Financing and Miscellaneous Sources
16.  Cash provided (applied):
16.1 Surplus notes, capital NOtES ... ... ... ..
16.2 Capital and paid in surplus, less treasury StOCK ......... ... .. (10,292)].......... (14,956)
16.3 Borrowed fUnds ... .o
16.4 Net deposits on deposit-type contracts and other insurance liabilities .......... ... ...
16.5 Dividends to stockholders ... ... .. .
16.6  Other cash provided (applied) ...... ... .. .. (2,997,082)].......... 979,955
17.  Net cash from financing and miscellaneous sources (Line 16. 1 through Line 16.4 minus Line 16.5 plus Line 16.6) .....................................|....... (3,007,374).......... 964,999
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17) ... 2,886,587 |...... (10,610,944)
19. Cash, cash equivalents and short-term investments:
191 Beginning Of Year ... ..o o 10,520,911 {....... 21,131,855
19.2 Endofyear (Line 18 plusLine 19.1) .. oo 13,407,498 |....... 10,520,911
Note: Supplemental disclosures of cash flow information for non-cash transactions:
20.0001 Non-cash capital contribution of bonds to subsidiaries ............ ... (19,773,609) f...................
20,0002 s
20,0003 o
20,0004 .
20,0008 s
20,0008 ...
200007 s
20,0008 .
20,0000 .
200010




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1 - PREMIUMS EARNED

Net
Premiums
Written per
Column 6, Part 1B

2
Unearned
Premiums

December 31
Prior Year-
per Column 3, Last
Year's Part 1

3
Unearned
Premiums

December 31

Current Year-

per Column 5
Part 1A

4

Premiums
Earned
During Year
(Columns
1 plus 2 minus 3)

Line of Business
LT = TSP
2. AlIBATINES ...
3. Farmowners multiple peril .. ... .
4. Homeowners multiple peril . ... o
5. Commercial multiple peril ... ...
6. Mortgage guaranty ... .. ...
8. OCEANMANING ...\
9. AN MariNe .
10, Financial gUaranty . ........ ... i
11.1 Medical professional liability - occuUrrence ......... ... ... ...
11.2  Medical professional liability - claims-made ..............................
12, Barthquake ... ...
13, Groupaccidentand health ... ... .. . .
14, Credit accident and health (group andindividual) .......................... ..
15, Otheraccidentand health ... ...
16, Workers' COMPENSation . ... .. ... i
17.1 Other liability - 0CCUITENCE ... ... .o
17.2  Other liability - claims-made ......... .. .. ...
17.3  Excess Workers' Compensation ... ... .. .
18.1  Products liability - ocCUITENCE ... .. ..
18.2  Products liability - claims-made ....... ...
19.1,19.2 Private passenger auto liability .......... ...
19.3,19.4  Commercial auto liability ......... ... ... ...
21, Autophysical damage ... ..o
22, Aircraft (all perils) ...
23, Fidelity ..o
2 SUTBlY
26, Burglaryandtheft ... ..
27, Boilerand machinery ... . .o
28, Tt ..
29, International ... ...
30, ANty
31, Reinsurance - Nonproportional Assumed Property .......... ... ..o
32.  Reinsurance - Nonproportional Assumed Liability .............. ...
33.  Reinsurance - Nonproportional Assumed Financial Lines .............................. .
34, Aggregate write-ins for other lines of business ........... ... ...
30 TOTALS
DETAILS OF WRITE-INS
BBt
B0,
Bh03.
3498. Summary of remaining write-ins for Line 34 from overflowpage ........... ...

3499, Totals (Line 3401 through Line 3403 plus Line 3498) (Line 34 above)




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company
UNDERWRITING AND INVESTMENT EXHIBIT

PART 1A-RECAPITULATION OF ALL PREMIUMS

Amount Unearned
(Running One Year
or Less from
Date of Policy)
(a)

Amount Unearned
(Running More Than
One Year from
Date of Policy)
(a)

Earned
b

ut
Unbilled
Premium

Reserve for
Rate Credits and
Retrospective
Adjustments Based
on Experience

Total Reserve
for Unearned
Premiums
Columns
1+2+3+4

Line of Business

1o Rt

2. Alliedlings ...

3. Farmowners multiple peril . ....... ... ...

4. Homeowners multiple peril .. ...

5. Commercial multiple peril .. ......... ... ...

6. Mortgagequaranty. .. ... ... ...

8. OCEANMANNG ... .\ttt

9. nlandmarine ...
10, Financialguaranty ........... .. ... .
11.1 Medical professional liability - occurrence ..............................
11.2 Medical professional liability - claims-made .............................
12, Earthquake ......... ...
13, Groupaccidentandhealth ...
14, Credit accident and health (group and individual) ........................
15, Otheraccidentandhealth ...
16.  Workers' compensation ...l
171 Other liability - occurrence ...
17.2  Other liability - claims-made . ........................................
17.3  Excess Workers' Compensation......................................
18.1  Products liability - occurrence ...
18.2  Products liability - claims-made ......................................
19.1,19.2  Private passenger auto liability ................................
19.3,19.4  Commercial auto liability .....................................
21, Autophysicaldamage ...................
22, Aircraft (all perils) .. ...
23, Fidelity ...
24, SUTBlY
26.  Burglaryandtheft ... ...
27.  Boilerandmachinery ............ ...
8. Credit. ..o
29, Intermational ... ...
300 Warranty o
31, Reinsurance - Nonproportional Assumed Property .......................
32.  Reinsurance - Nonproportional Assumed Liability ........................
33. Reinsurance - Nonproportional Assumed Financial Lines ..................
34, Aggregate write-ins for other lines of business ..........................
35, TOTALS
36.  Accrued retrospective premiums based on experience
37.  Earned but unbilled premiums
38.  Balance (Sum of Line 35 through Line 37)

DETAILS OF WRITE-INS
K
BA0.
03,
3498.  Summary of remaining write-ins for Line 34 from overflow page ............
3499.  Totals (Line 3401 through Line 3403 plus Line 3498) (Line 34
ADOVE) . .
(a)  State here basis of computation used in each case.

Monthly Pro Rata




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1B-PREMIUMS WRITTEN

Line of Business

6
Net Premiums
Written
Columns
1+2+3-4-5

Farmowners multiple peril

Homeowners multiple peril

Mortgage guaranty
Ocean marine

Inland marine

2
3
4
5. Commercial multiple peril
6
8
9

10, Financial guaranty ........ ...
11.1 Medical professional liability - occurrence .................................
11.2 Medical professional liability - claims-made ................................
12, Earthquake ...... ... ...
13, Groupaccidentandhealth ...
14, Credit accident and health (group and individual) ..........................
15.  Otheraccidentandhealth ........................
16.  Workers' compensation ...
17.1 Other liability - occurrence ...........................
17.2  Other liability - claims-made ...........................................
17.3  Excess Workers' Compensation .........................................
18.1 Products liability - occurrence ...
18.2  Products liability - claims-made ...
19.1,19.2  Private passenger auto liability ...................................
19.3,19.4  Commercial auto liability ........................................
21, Autophysicaldamage ...
22, Aircraft (allperils) ...
23, Fidelity ..o
4. SURRLY ..
26. Burglaryandtheft ... ...
27.  Boilerand machinery ............ ...
28, Credit ...
29, International ......... ...
300 Warranty ...
31, Reinsurance - Nonproportional Assumed Property .........................
32.  Reinsurance - Nonproportional Assumed Liability ..........................
33.  Reinsurance - Nonproportional Assumed Financial Lines ....................
34, Aggregate write-ins for other lines of business .............................
35, TOTALS Lo

3498. Summary of remaining write-ins for Line 34 from overflow page
3499. Totals (Line 3401 through Line 3403 plus Line 3498) (Line 34 above)

Reinsurance Assumed
2 3
From From
Affiliates Non-Affiliates
........................... 294,884
........................... 294,884

Reinsurance Ceded
4 5
To To
Affiliates Non-Affiliates
......................... 2,307,320
......................... 1,859,378
......................... 4,166,698

(a) Does the company's direct premiums written include premiums recorded on an installment basis? Yes ( ) No (X)

If yes:

1. The amount of such installment premiums $

2. Amount at which such installment premiums would have been reported had they been recorded on an annualized basis




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - LOSSES PAID AND INCURRED

Line of Business

Losses Paid Less Salvage

2

Reinsurance
Assumed

3

Reinsurance
Recovered

4
Net Payments
(Columns
1 plus 2 minus 3)

5

Net Losses
Unpaid
Current Year
(Part 2A,
Column 8)

Net Losses
Unpaid
Prior Year

7

Losses
Incurred
Current Year
(Columns
4 plus 5 minus 6)

8

Percentage of
Losses Incurred
(Column 7, Part 2)
to Premiums Earned
(Column 4, Part 1)

DTS oo o & who —

,19.2  Private passenger auto liability

Fire
A lNES. . .
Farmowners MUIDIE Peril. . ...
Homeowners multiple peril
Commercial multiple peril
Mortgage guaranty
OCBAMMANINE. . ...
Inland marine
FINaNCIal GUATANEY . . .
Medical professional liability - occurrence
Medical professional liability - claims-made
BarNqUAKE . .
Group accident and health
Credit accident and health (group and individual)
Other accident and health
Workers' COMPENSALION. . ... ... .
Other liability - occurrence
Other liability - Claims-made . .. ... ...
Excess Workers' Compensation
Products liability - occurrence
Products liability - claims-made

19.4  Commercial auto llability . . . ... .. .. ..
AULO PRYSICAl AMAGE . .. . .
Aircraft (all perils)
By . .
Suret
Burglary and theft
Boiler and MaChiNeTY . ..
Credit
International
L T 11
Reinsurance- Nonproportional Assumed Property
Reinsurance- Nonproportional Assumed Liability

Reinsurance- Nonproportional Assumed FinanCial LINES .. . . ... ... oo
Aggregate write-ins for other lines of business

TOTALS

DETAILS OF WRITE-INS
3401

3498.

3499. Totals (Line 3401 through Line 3403 plus Line 3498) (Line 34 above)

Summary of remaining write-ins for Line 34 from overflow page
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Line of Business

Reported Losses

Incurred But Not Reported

Reinsurance Assumed

3
Deduct Reinsurance
Recoverable from
Authorized and
Unauthorized
Companies

4
Net Losses Excluding
Incurred But
Not Reported
(Columns 1
plus 2 minus 3)

6

Reinsurance
Assumed

Reinsurance
Ceded

Net Losses Unpaid
(Columns 4 plus 5
plus 6 minus 7)

Net Unpaid
Loss Adjustment
Expenses

Fire
Alled NS, . ..
Farmowners multiple peril. . ...
Homeowners multiple peril . ... ...
Commercial multiple peril ... .. ...
Mortgage guaranty
OCBANMANING. . ...
AN MAMNE . .. .
Financial QUaranty . . ... ...
Medical professional liability - occurrence
Medical professional liability - claims-made ............. .. .. ...
BarthguaKe ... ...
Groupaccidentand health ... ... ..
Credit accident and health (group and individual)
Other accident and health
Workers' Compensation. . . ... ..
Other liability - 0CCUITENCE . . ... ...
Other liability - claims-made. . ... ...
Excess Workers' Compensation
Products liability - 0CCUITENCE ... ... .
Products liability - claims-made . . ......... .o
19.2 Private passenger auto liability .......... ... ..
19.4 Commercial auto liability. . .......... ... ..
AUto PhySICal BaMAGE . . ... ...
Aircraft (all PErilS) . ... ..
ety . .
Suret
Burglary and theft ... ... .
Boiler and machinery. .. ... .. o
Credit
Intermational .. ...
L 1
Reinsurance- Nonproportional Assumed Property .............o o i
Reinsurance- Nonproportional Assumed Liability . .......... ... ... .
Reinsurance- Nonproportional Assumed Financial Lines............ ... ..o
Aggregate write-ins for other lines of business ........... ... ...

TOT AL

3498,
3499,

DETAILS OF WRITE-INS
3401,

Summary of remaining write-ins for Line 34 from overflow page. ...
Totals (Line 3401 through Line 3403 plus Line 3498) (Line 34 above)

(a) Including § ................ for present value of life indemnity claims.




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - EXPENSES
1 2 3 4
Other
Loss Adjustment Underwriting Investment
Expenses Expenses Expenses Total
1. Claim adjustment services:
T DOt 6,420,789 ... 6,420,789
1.2 Reinsurance assumed. ........ ... (69,946) ... (69,946)
1.3 Reinsurance ceded . ...
1.4 Net claim adjustment services (Line 1.1 plus Line 1.2minusLine 1.3) ....................................|...... 6,350,843 ...l 6,350,843
2. Commission and brokerage:
2.1 Directexcluding contingent . ......... .. 6,199,667 |..................| ... 6,199,667
2.2 Reinsurance assumed excluding contingent .. ....... ... ... (243,579 (...............| (243,579)
2.3 Reinsurance ceded excluding contingent . .......... .
2.4 Contingent-direct. ... ... 4014693 [................. | .. 4,014,693
2.5 Contingent - reinsurance assumed . ...
2.6 Contingent - reinsurance ceded. . ................ e
2.7 Policyand membershipfees ........ .. ...
2.8 Net commission and brokerage (Line 2.1 plus Line 2.2 minus Line 2.3 plus Line 2.4 plus
Line2.5minus Line 2.6 plusLine 2.7) ... 970,781 ................f ... 9,970,781
3. Allowances tomanager and agents. ...
4. AAVertiSING ... 908,727 ... | 908,727
5. Boards, bureaus and associations . ... 988,432 || 988,432
6. Surveysand underwriting reports .. ... B9 159
7. Audit of assureds' records ..............oooiiii 50,381 || 527,381
8.  Salary and related items:
8.1 SalANES . ... 3,384,642 |...... 7,245,929 |......... 90,449 | ... 10,721,020
8.2 Payrolltaxes. ... 22,614 ... 501,045 |.......... 481 ... 738,486
9. Employeerelations and welfare. ... 1,856,252 |...... 3,470,432 ... .. e | ... 5,398,375
100 INSUTANCE ... Md54 | 92,824 ... IR 130,410
11, Directors' fees .. ... 60,133 |........ 110,782 |.......... 7,93 ... 178,908
12, Travelandtravel items ... ... 133,833 |........ 631,586 |.......... 9,591 ... 775,010
13, Rentandrentitems....... ... .. .. .. 280,548 [........ 400,210 ..o 680,758
W, Equipment o 329,510 |........ 767,932 |.......... 8,195 | ... 1,105,637
15, Cost or depreciation of EDP equipment and software ... 67,501 |........ M7,486 |............ L7 N 185,408
16, Printing and stationery ......... ... 92,344 (... .. 186,169 [.......... 1,370 | ... 279,883
17.  Postage, telephone and telegraph, exchange and express ..o 271,810 |........ 442,951 (......... "m245( ... 682,006
18, Legalandauditing................oo i 109,151 |........ 314,316 |...... 1,249,674 | ... 1,673,141
19.  Totals (Line 3through Line 18) ........ ... 6,808,951 |..... 16,706,202 |...... 1,458,588 | ... 24,973,741
20.  Taxes, licenses and fees:
20.1 State and local insurance taxes deducting guaranty association
credits OF 8 . 2,389,236 |................. ... 2,389,236
20.2 Insurance department licenses and fees ... 21,846 |...... 1,317,009 |.......... 2,9 | ... 1,347,791
20.3  Gross guaranty association assessments ... (9M0) ..o (19,110)
20.4 Al other (excluding federal and foreign income and real estate) ... 39,612 |......... 78,06 [.......... 1,26 | ... 118,894
20.5 Total taxes, licenses and fees (Line 20. 1 plus Line 20.2 plus Line 20.3 plus Line 20.4) . ....................|......... 67,458 |...... 3,765,161 |.......... 4192 (..o 3,836,811
21, Realestate eXpenses ..............ooiiii
22, Realestatetaxes. ... ...
23. Reimbursements by uninsured plans ......... ...
24, Aggregate write-ins for miscellaneous eXpenses . ............... o 191,989 |........ 597,090 |.......... 2006 ... 791,155
25, Total eXpensesincurred .. ............ o 13,419,241 |... .. 31,039,234 |...... 1,464,856 |(a) ..... 45,923,331
26.  Less unpaid expenses - CUMTeNt YEar ................oooiiii i 34,495,446 |... .. 2523369 |.................| ... 59,729,142
27, Add unpaid expenses - Prior Year . .............. .o 33,453,824 |..... 19,997,154 ... ... 53,390,978
28.  Amounts receivable relating to uninsured plans, prioryear. . ...
29.  Amounts receivable relating to uninsured plans, currentyear ...
30.  TOTAL EXPENSES PAID (Line 25 minus Line 26 plus Line 27 minus Line 28 plus Line 29)........................ ..., 12,377,619 |..... 25,742,692 |...... 1,464,856 | ... 39,585,167
DETAILS OF WRITE-INS
2401. Outside services and Other eXPENSES ... ... ... oo 191,989 |........ 597,090 |.......... 2006 ... 791,155
002, .
03, e
2498. Summary of remaining write-ins for Line 24 fromoverflowpage ...
2499. Totals (Line 2401 through Line 2403 plus Line 2498) (Line 24above) ...........................oooo | 191,989 |........ 597,090 |.......... 2,006 ... 791,155
(a) Includes management feesof § ................. to affiliatesand $ ................. to non-affiliates.
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

EXHIBIT OF NET INVESTMENT INCOME

Collected
During Year

Earned
During Year

U.S. Government bonds
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred stocks of affiliates

Common stocks (unaffiliated)
Common stocks of affiliates

Mortgage loans
Real estate
Contract loans
Cash, cash equivalents and short-term investments
Derivative instruments
Other invested assets

O o

1,442,318
7,954,641
11,038,722

1,228,945
7,864,636
11,043,171

............ 289,632
22,832,080

.......... 289,632
22,538,848

Aggregate write-ins for investment income
Total gross investment income

SO NI WRIMNIIOR = — >

(@) ... 1,464,855

Investment expenses
Investment taxes, licenses and fees, excluding federal income taxes
Interest expense
Depreciation on real estate and other invested assets
Aggregate write-ins for deductions from investment income
Total deductions (Line 11 through Line 15)
Net investment income (Line 10 minus Line 16)

1,464,855
21,073,993

DETAILS OF WRITE-INS

0901. Other investment income
000,
000,
0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line 9 above)

1598, Summary of remaining write-ins for Line 15 from overflow page
1599, Totals (Line 1501 through Line 1503 plus Line 1598) (Line 15 above)

(f)Includes § .............. accrual of discountless$ ................. amortization
of premium.

(9)Includes $ investment expenses and $ investment
taxes, licenses and fees, excluding federal income taxes, attributable to segregated and
Separate Accounts.

(h)Includes $§
on capital notes.

(i) Includes $

374,743 accrual of discount less § 2,550,262 amortization of
317,012 paid for accrued interest on purchases.

accrual of discount less $ ................. amortization of
................. paid for accrued dividends on purchases.

317 accrual of discount less § ................. amortization of
................. paid for accrued interest on purchases.

for company's occupancy of its own buildings; and excludes
...................... interest on encumbrances.

(a)Includes $§
premium and less $
(b)Includes $
premium and less $
(c)Includes $
premium and less $
(d)Includes $

interest

depreciation on real estate and §

(e)Includes$ ............... accrual of discount less $
of premium and less $

amortization

paid for accrued interest on purchases.

depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)

Realized Gain
(Loss) on Sales
or Maturity

Other Realized
Adjustments

Total Realized
Capital Gain
(Loss)
(Col. 1+Coal. 2)

Change in

Unrealized

Capital Gain
(Loss)

5

Change in
Unrealized
Foreign Exchange
Capital Gain
(Loss)

U.S. Government bonds
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred stocks of affiliates

Common stocks (unaffiliated)
Common stocks of affiliates

Mortgage loans
Real estate
Contract loans
Cash, cash equivalents and short-term investments
Derivative instruments
Other invested assets
Aggregate write-ins for capital gains (losses)
Total capital gains (losses)

RO RO — 2 €O RO

S OO WRIRIRIR — — s

156,683
......... 619,067
1,648,237

......... 401,899
3,900,575

(711,538)
(712,063)

156,683
......... 619,067
1,648,237

(309,639)
3,188,512

8,564,361
3,085,624

367,275
.......... 181,959
12,614,819

DETAILS OF WRITE-INS

0901. Other investment in mutual funds
0902. Deferred bonds transferred included in real gains
0903, o
0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Line 0901 through Line 0903 plus Line 0998) (Line 9 above)

401,899
(711,538)
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

EXHIBIT OF NONADMITTED ASSETS

1

Current Year Total
Nonadmitted Assets

2

Prior Year Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col.2-Col.1)

28.

. Aggregate write-ins for invested assets

. Electronic data processing equipment and software
. Furniture and equipment, including health care delivery assets
. Net adjustment in assets and liabilities due to foreign exchange rates
. Receivable from parent, subsidiaries and affiliates

. Aggregate write-ins for other than invested assets
. Total assets excluding Separate Accounts, Segregated Accounts and Protected Cell Accounts

. From Separate Accounts, Segregated Accounts and Protected Cell Accounts

Bonds (Schedule D)
Stocks (Schedule D):
2.0 Preferred StOCKS . ... ..o
2.2 COMMON SIOCKS . ...
Mortgage loans on real estate (Schedule B):

3 RISt lONS
3.2 Other than first liens
Real estate (Schedule A):
4.1 Properties occupied by the company
4.2 Properties held for the production of income ........................
4.3 Properties held for sale
Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2) and short-term investments (Schedule DA)
COMEACE I0ANS ...
Derivatives (Schedule DB)
Other invested assets (Schedule BA)
Receivables for securities
Securities lending reinvested collateral assets (Schedule DL)

Subtotals, cash and invested assets (Line 1to Line 11)
Title plants (for Title insurers only)
Investment income due and accrued
Premiums and considerations:

15.1  Uncollected premiums and agents' balances in the course of collection
15.2 Deferred premiums, agents' balances and installments booked but deferred and not yet due
15.3  Accrued retrospective premiums
Reinsurance:

16.1  Amounts recoverable from reinsurers
16.2 Funds held by or deposited with reinsured companies
16.3  Other amounts receivable under reinsurance contracts
Amounts receivable relating to uninsured plans
Current federal and foreign income tax recoverable and interest thereon
Net deferred tax asset . ...
Guaranty funds receivable or on deposit

Health care and other amounts receivable ........... ... ... .o i

(Line 12 to Line 25)

Total (Line 26 and Line 27)

361,510
1,060,335

442,914

135,382
(617.421)

DETAILS OF WRITE-INS

1101.
1102.
1103.
1198. Summary of remaining write-ins for Line 11 from overflow page

1199, Totals (Line 1101 through Line 1103 plus Line 1198) (Line 11 above)

2503.
2598. Summary of remaining write-ins for Line 25 from overflow page

2599. Totals (Line 2501 through Line 2503 plus Line 2598) (Line 25 above)
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company
NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

A

Accounting Practices. Impact of NAIC/State Differences

The accompanying financial statements of Maine Employers’ Mutual Insurance Company (Company) have been
prepared on the basis of accounting practices prescribed or permitted by the Maine Bureau of Insurance.

The State of Maine requires insurance companies domiciled in the State of Maine to prepare their statutory financial
statements in accordance with the National Association of Insurance Commissioners’ (NAIC) Accounting Practices and
Procedures Manual subject to any deviations prescribed or permitted by the Maine Bureau of Insurance. The Maine
Bureau of Insurance recognizes only statutory accounting practices prescribed or permitted by the State of Maine for
determining and reporting the financial condition and results of operations of an insurance company. and for determining
its solvency under the Maine Insurance Law. The National Association of Insurance Commissioners’ (NAIC)
Accounting Practices and Procedures Manual (NAIC SAP) has been adopted as a component of prescribed or permitted
practices by the State of Maine. There are no differences between the Company’s net income, capital and surplus as
recognized under NAIC SAP and the practices prescribed and permitted by the State of Maine.

Description State 2012 2011
1. Net Income. state basis ME 3.340.592 18.001.487
2. Effect of state prescribed practices - -
3. Effect of state permitted practices - -
4. Net Income, NAIC SAP basis 3.340,592 18.001.487
Description State 2012 2011
5. Policvholders' surplus. state basis ME 336.047.889 301.117.274
6.  Effect of state prescribed practices - -
7.  Effect of state permitted practices - -
8. Policyholders' surplus, NAIC SAP basis 336.047.889 301.117.274

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect the amounts
reported in these financial statements and notes. Actual results could differ from these estimates.

Accounting Policies

Direct. assumed and ceded premiums are earned over the terms of the related policies and reinsurance contracts.
Unearned premiums are established to cover the unexpired portion of premiums written. Such reserves are computed by
pro rata methods for direct and ceded business and are based on reports from ceding companies for reinsurance assumed.
Expenses incurred in connection with acquiring new insurance business. including acquisition costs such as sales
commissions, are charged to operations as incurred. Expenses incurred are reduced for ceding allowances received or
receivable.

Net investment income earned consists primarily of interest and dividends less investment related expense. Interest is
recognized on an accrual basis and dividends are recognized on an ex-dividend basis. Net realized capital gains (losses)
are recognized on a specific identification basis when securities are sold. redeemed or otherwise disposed. Realized
capital losses include writedowns for impairments considered to be other than temporary.

In addition, the Company uses the following accounting policies:

1. Short-term investments are stated at amortized value using the interest method. Non-investment grade short-term
investments are stated at the lower of amortized value or fair value.

2. Investment grade non-loan-backed bonds with NAIC designation 1 or 2 are stated at amortized value using the
interest method. Non-investment grade non-loan-backed bonds with NAIC designations of 3 through 6 are stated at
the lower of amortized value or fair value. See paragraph 6 for loan-backed and structured securities.

(95}

Common stocks, other than investments in stocks of subsidiaries and affiliates. are stated at fair value. Investments
in stocks of uncombined subsidiaries and affiliates in which the Company has an interest of 20% or more are
carried on the equity basis.

2RIV VUAIIPUAL) AU AVALSVA AIVAMID WAL) ALY WUAIIVALIL U2 IIUVAL IV WDULLAVAIL SIUMY VA VLU VL AVUSV ALV AY UAVAVAI VN DLV

n

The Company does not have any mortgage loans on real estate.

6. U.S. government agency loan-backed and structured securities are valued at amortized value. Other loan-backed
and structured securities are valued at either amortized value or fair value. depending on many factors including:
the type of underlying collateral, whether modeled by an NAIC vendor, whether rated (by either NAIC approved
rating organization or NAIC Securities Valuation Office). and relationship of amortized value to par value and
amortized value to fair value.

7. Investment in subsidiaries and affiliated companies are stated as follows:

Insurance subsidiaries (MEMIC Indemnity Company and MEMIC Casualty Company) are stated at statutory equity
value. The Company carries MEMIC Services. Inc.. a 100% owned non-insurance subsidiary at a statutory equity

14



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

9.

10.

11.

12.

balance of $(818.665) and Casco View Holdings. LLC (CVH). a 100% owned non-insurance subsidiary at a US
GAAP equity balance of $11.529.661.

The Company has a minor ownership interest in a joint venture. The Company carries its interests in the joint
venture at US GAAP equity of the investee.

The Company does not currently participate in any derivative transactions.

The Company anticipates investment income as a factor in the premium deficiency calculation. in accordance with
NAIC SSAP No. 53, Property Casualty Contracts Premiums.

Unpaid losses and loss adjustment expenses include an amount determined from individual case estimates and loss
reports and an amount, based on past experience. for losses incurred but not reported. Such liabilities are
necessarily based on assumptions and estimates and while management believes the amounts are adequate, the
ultimate liabilities may be in excess of or less than the amount provided. The methods for making such estimates
and for establishing the resulting liabilities are continually reviewed and any adjustments are reflected in the period
determined. The Company uses the same methodology for any related losses and loss/claims adjustment expenses
related to potential claims resulting from toxic waste cleanup. asbestos-related illness or other environmental
remediation exposures.

The Company has a written capitalization policy for prepaid expenses and purchases of items such as electronic
data processing equipment, software. furniture. other equipment and leasehold improvements. The predefined
capitalization thresholds under this policy have not changed from those of the prior year.

Not applicable as the Company does not write major medical insurance with prescription drug coverage.

Note 2 - Accounting Changes and Corrections of Errors

A The Company adopted the provisions of SSAP 101 Income Taxes A Replacement of SSAP 10R and SSAP 10, effective
January 1. 2012. SSAP 101 provides new requirements for tax loss contingencies and the calculation and admissibility of
deferred tax assets. The difference between the recalculated amounts as of January 1, 2012, and the amount actually
reported in the prior year financial statements is treated as a change in accounting principle in accordance with SSAP 3
Accounting Changes and Corrections of Errors. The cumulative effect of this change in accounting principle resulted in
a $0 increase in unassigned funds as of January 1, 2012.

Note 3 - Business Combinations and Goodwill

A Statutory Purchase Method
Not applicable
B. Statutory Mergers
Not applicable
C. Writedowns for Impairment of Investments in Affiliates

Not applicable (see Note 10J)

Note 4 - Discontinued Operations

A Not applicable

Note 5 — Investments

A Mortgage Loans

Not applicable

B. Troubled Debt Restructuring for Creditors

Not applicable

Not applicable

D. Loan-Backed and Structured Securities

1.

The Company has elected to use the prospective method of determining prepayment assumptions. Prepayment
assumptions are derived primarily from projected cash flow information obtained from recognized external
sources which include broker dealer survey values. There have been no changes from the retrospective to the
prospective adjustment methodology due to negative vield on specific securities.

The following table summarizes by quarter other-than-temporary (OTTI) for loan-backed securities recorded
during the year because the Company had either the intent to sell the securities or the inability or lack of intent
to retain as cited in the table:

14.1



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company
NOTES TO FINANCIAL STATEMENTS

1 2 3
Amortized Cost OTTI Fair Value
Before OTTI Recognized 1-2

OTTIrecognized 1st quarter

a. Intent to sell

b. Inability or lack of intent to retain investment in security for
period of time sufficient to recoveramortized cost basis

c. Total Ist quarter

OTTIrecognized 2nd quarter

d. Intent to sell

e. Inability or lack of intent to retain investment in security for
period of time sufficient to recoveramortized cost basis

f Total 2nd quarter None

OTTIrecognized 3rd quarter

g. Intent to sell

h. Inability or lack of intent to retain investment in security for
period of time sufficient to recoveramortized cost basis

1. Total 3rd quarter

OTTIrecognized 4th quarter

J.  Intent to sell

k. Inability or lack of intent to retain investment in security for
period of time sufficient to recoveramortized cost basis

L. Total 4th quarter

m. Annual aggregate total None

(95}

The following table summarizes other—than-temporary impairments (OTTI) for loan-backed and structured
securities held at the end of the year recorded based on the fact that the present value of projected cash flows
expected to be collected was less than the amortized cost of the securities. There was no other-than-temporary
impairment recorded on the one security the company holds during 2012. The current fair value of this security
at December, 31, 2012 is $744.233.

Date of
Finanical
Amortized | Present Value Amortized S tatement
Cost Before | of Projected OTTI Cost After | Fair Value at Where
CcUSsIP OTTI Cash Flows | Recognized OTTI Time of OTTI | Reported
68383NCX9 2,209,427 2,012,788 196,639 2,012,788 1,571,028 12/31/2009
68383NCX9 1,737,020 1,600,690 136,330 1,600,690 1,266,695 6/30/2010
68383NCX9 1,462,072 998,214 327,527 1,134,545 1,095,810 12/31/2010
Total XXX XXX 660,496 XXX XXX XXX
4. Loan-backed and structured securities in unrealized loss positions as of year-end. stratified based on length of

time continuously in these unrealized loss positions. are as follows:

a.  Aggregate amount of unrealizedloss

L. Less than twelve months 14.283
2. Twelve months or longer 49.824
3. Total 64,107

b.  Aggregate fair value of securities with unrealizedloss

L. Less than twelve months 4.978.201
2. Twelve months or longer 1,039,160
3. Total 6,017,361

Al laan_hanl-ad and ctrmirtirad carnritiac in an ninraalizad lace nacitinn ywwara raviawad ta datarmina whathar

N

to hold these securities long enough to allow the cost basis of these securities to be recovered. These
conclusions are supported by a detail analysis of the underlying credit and cash flows of each security.
Unrealized losses are primarily attributable to credit spread widening and increased liquidity discounts. It is
possible that the Company could recognize other-than-temporary impairments in the future on some of the
securities. if future events. information and the passage of time causes it to conclude that declines in value are
other-than temporary.

Repurchase Agreements and/or Securities Lending Transactions

Not applicable
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company
NOTES TO FINANCIAL STATEMENTS

F. Writedowns for Impairments of Real Estate. Real Estate Sales. Retail Land Sales Operations and Real Estate with
Participating Mortgage Loan Features

Not applicable
G. Low Income Housing Tax Credits
Not applicable

Note 6 - Joint Ventures, Partnerships and Limited Liability Companies

A Detail for Those Greater than 10% of Admitted Assets
Not applicable

B. Writedowns for Impairments of Joint Ventures, Partnerships and LLCs
Not applicable

Note 7 - Investment Income

A. Accrued Investment Income

The Company has recognized all investment income due and accrued in the financial statements. There are no
circumstances that prevent recognition of investment income in the financial statements.

B. Amounts Nonadmitted
Not applicable

Note 8 - Derivative Instruments

A. Not applicable

Number of
Derivatives Notional Amount Contracts B/ACV Fair Value

Written call options

Totals None

14.3



ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company
NOTES TO FINANCIAL STATEMENTS

Note 9 - Income Taxes

A

Deferred Tax Assets/(Liabilities)

L. Components of Net Deferred Tax Asset/(Liability)
2012
1 2 3
(Col 1+2)
Ordinary Capital Total
a. Gross deferred tax assets 26.470.019 4.609.314 31.079.333
b. Statutory valuation allowance adjustment - - -
c. Adjusted gross deferred taxes (la - 1b) 26.470.019 4.609.314 31.079.333
d.  Deferred tax assets nonadmitted 3.528.177 622.619 4.150.796
e. Subtotal net admitted deferred tax asset (1c - 1d) 22.941.842 3.986.695 26.928.537
f. Deferred tax liabilities 325.655 10.127.348 10.453.003
2 Net admitted deferred tax assets/(net deferred tax
liability) (le - 11) 22.616.187 (6.140.653) 16.475.534
2011
4 5 6
(Col 4+5)
Ordinary Capital Total
a. Gross deferred tax assets 26.538.673 5.649.469 32.188.142
b. Statutory valuation allowance adjustment - - -
c. Adjusted gross deferred taxes (la - 1b) 26.538.673 5.649.469 32.188.142
d. Deferred tax assets nonadmitted 9.432.929 (1.480.352) 7.952.577
e. Subtotal net admitted deferred tax asset (1c - 1d) 17.105.744 7.129.821 24.235.565
f.  Deferred tax liabilities 291.651 7.129.821 7.421.472
g  Net admitted deferred tax assets/(net deferred tax
liability) (le - 11) 16.814.093 - 16.814.093
Change
7 8 9
(Col 1-4) (Col 2-5) (Col 7+8)
Ordinary Capital Total
a. Gross deferred tax assets (68.654) (1.040.155) (1.108.809)
b. Statutory valuation allowance adjustment - - -
c. Adjusted gross deferred taxes (la - 1b) (68.654) (1.040.155) (1.108.809)
d. Deferred tax assets nonadmitted (3.904.752) 2.102.971 (3.801.781)
e. Subtotal net admitted deferred tax asset (1¢ - 1d) 5.836.098 (3.143.126) 2.692.972
f.  Deferred tax liabilities 34.004 2.997.527 3.031.531
g Net admitted deferred tax assets/(net deferred tax
liability) (le - 1f) 5.802.094 (6.140.653) (338.559)

14.4




ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

2. Admission Calculation Components
2012
1 2 3
(Col 1+2)
Ordinary Capital Total
a. Federal income taxes paid in prior vears recoverable through loss carrvbacks 7.406.747 - 7.406.747
b. Adjusted gross deferred tax assets expected to be realized
(excluding the amount of deferred tax assets from 2(a) above)
after application of the threshold limitation. (The lesser of
2(b)1 and 2(b)2 below: 9.068.787 - 9.068.787
1. Adjusted gross deferred tax assets expected to be realized following the
balance sheet date 9,068,787 - 9.068.787
2. Adjusted gross deferred tax assets allowed per limitation threshold XXX XXX
c. Adjusted gross deferred taxe assets (excluding the amount of deferred
tax assets from 2(a) and 2(b) above) offset bv gross deferred tax liabilities 325,655 10,127,348 10,453.003
d. Deferred tax assets admitted as the result of application of SSAP101
Total 2(a)+2(b)+2(c) 16,801,189 10,127.348 |  26.928.537
2011
4 5 6
(Col 4+5)
Ordinary Capital Total
a. Federal income taxes paid in prior vears recoverable through loss carrvbacks 11.032.990 - 11.032.990
b. Adjusted gross deferred tax assets expected to be realized
(excluding the amount of deferred tax assets from 2(a) above)
after application of the threshold limitation. (The lesser of
2(b)1 and 2(b)2 below: 5.781.103 - 5.781.103
1. Adjusted gross deferred tax assets expected to be realized following the
balance sheet date 5.781.103 - 5.781.103
2. Adjusted gross deferred tax assets allowed per limitation threshold XXX XXX
c. Adjusted gross deferred taxe assets (excluding the amount of deferred
tax assets from 2(a) and 2(b) above) offset by gross deferred tax liabilities 291.651 7.129.821 7.421.472
d. Deferred tax assets admitted as the result of application of SSAP101
Total 2(a)+2(b)+2(c) 17,105,744 7.129.821 | 24.235.565
Change
7 8 9
(Col 1-4) (Col 2-5) (Col 7+8)
Ordinary Capital Total
a. Federal income taxes paid in prior vears recoverable through loss carrvbacks (3.626.243) - (3.626.243)
b. Adjusted gross deferred tax assets expected to be realized
(excluding the amount of deferred tax assets from 2(a) above)
after application of the threshold limitation. (The lesser of
2(b)1 and 2(b)2 below: 3.287.684 - 3.287.684
1. Adjusted gross deferred tax assets expected to be realized following the
balance sheet date 3.287.684 - 3.287.684
2. Adjusted gross deferred tax assets allowed per limitation threshold XXX XXX
c. Adjusted gross deferred taxe assets (excluding the amount of deferred
tax assets from 2(a) and 2(b) above) offset bv gross deferred tax liabilities 34,004 2.997.527 3.031.531
d. Deferred tax assets admitted as the result of application of SSAP101
Total 2(a)+2(b)+2(c) (304.555) 2.997.527 2.692.972
3. Other Admissibility Criteria
l \ 2012 \ 2011 [
I - I 4 ann 1 AN A 1l
Hh Amount of adjusted capital and surplus used to determine recovery
period and threshold limitation in 2(b)2 above 47.868.271 42.584.795
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

4. Impact of Tax Planning Strategies
2012 2011 Change
1 2 3 1 2 3 1 2 3
(Col 1+2) (Col 1+2) (Col 1+2)
Ordinary Capital Total Ordinary Capital Total Ordinary | Capital Total
a. Adjusted gross
DTAs (% of total
adjusted gross
DTASs) 0.0% 14.8% 14.8% 0.0% 17.6% 17.6% 0.0% -2.8% -2.8%
b, Net admitted
adjusted gross
DTAs
(%0 of total net
admitted DT As) 0.0% 28.0% 28.0% 0.0% 33.6% 33.6% 0.0% -5.6% -5.6%
c. Does the company's tax planning strategies include the use of reinsurance? Yes[ ] No[X]
Deferred Tax Liabilities Not Recognized
Not applicable
Current and Deferred Income Taxes
1. Current Income Tax
1 2 3
(Col1-2)
2012 2011 Change
a. Federal 6.532.065 2.444.293 4.087.772
b. Foreign - - -
c. Subtotal 6.532.065 2.444.293 4.087.772
d. Federal income tax on net capital gains (666.439) 666.439
e. Utilization of capital loss carry-forwards - - -
f. Other - - -
g. Federal and Foreign income taxes incurred 6.532.065 1.777.854 4.754.211
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company

NOTES TO FINANCIAL STATEMENTS

2. Deferred Tax Assets
1 2 3
(Col1-2)
2012 2011 Change
a. Ordinary
1 Discounting of unpaid losses 16.580.711 17.627.076 (1.046.365)
2 Unearned premium reserves 4.288.901 4.266.636 22.265
3. Policyholder reserves - - -
4 Investments - - -
5 Deferred acquisition costs - - -
6 Policyholder dividends accrual - - -
7.  Fixed assets - - -
8 Compensation and benefits accrual -
9.  Pension accrual 4.004.676 3.337.279 667.397
10. Receivables - nonadmitted - - -
11. Net operating loss carry-forward - - -
12. Tax credit carry-forward - - -
13. Other (including items < 5% of total
ordinary tax assets) 1.595.731 1.307.682 288.049
14. Other assets - nonadmitted - - -
99. Subtotal 26.470.019 26.538.673 (68.654)
b. Statutory Valuation allowance adjustment - - -
¢. Nonadmitted 3.528.177 9.432.929 (5.904.752)
d.  Admitted ordinary deferred tax assets (2a99-2b-2¢) 22.941.842 17.105.744 5.836.098
e. Capital:
1. Investments 4.609.314 5.649.469 (1.040.155)
2 Net capital loss carry-forward - - -
3. Real estate - - -
4 Other (including items < 5% of total capital tax - - -
assets)
99. Subtotal 4.609.314 5.649.469 (1.040.155)
f.  Statutory Valuation allowance adjustment - - -
g.  Nonadmitted 622.619 (1.480.352) 2.102.971
h. Admitted capital deferred tax assets (2e99-2{-2g) 3.986.695 7.129.821 (3.143.126)
i. Admitted deferred tax assets (2d+2h) 26.928.537 24.235.565 2.692.972
3. Deferred Tax Liabilities
1 2 3
(Col 1-2)
2012 2011 Change
a. Ordinary:
1. Investments 232,023 218.592 13.431
2. Fixed Assets 93.632 73.059 20,573
3. Deferred and uncollected premium - - -
4. Policyholder reserves - - -
5. Other (including items <5% of total ordinary tax assets) - - -
6. Additional acquisition costs-installment premiums - - -
7. Discount of accrued salvage and subrogation - - -
8. Guaranty funds receivable - - -
99. Subtotal 325.655 291.651 34,004
b. Capital:
1. Investments 10.127.348 7.129.821 2.997.527
2. Real estate - - -
3. Other (including items < 5% of total capital tax assets) - - -
99. Subtotal 10.127.348 7.129.821 2.997.527
¢. Deferred tax liabilities (3a99+3b99) 10,453,003 7.421.472 3.031.531
4. Net Deferred Tax Assets
HNet Deferred Tax Assets/Liabilities (2i-3¢) 16.475.534 16.814.093 (338.559)”
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ANNUAL STATEMENT FOR THE YEAR 2012 OF THE Maine Employers' Mutual Insurance Company
NOTES TO FINANCIAL STATEMENTS

D. Reconciliation of Federal Income Tax Rate to Actual Effective rate

Among the more significant book tax adjustments were the following:

2012
Effe ctive
Tax Rate (%)

Provision computed at statutory rate 10.455.430 35%
Change in nonadmitted assets (845.003) -3%
Tax exempt income deduction (2.795.965) -9%
Dividends received deduction (435.249) -1%
Accrued dividend from 100% owned affiliate - 0%
Goodwill amortization - 0%
Proration of tax exempt investment income 419.395 1%
AMT Credit (258.082) -1%
Disallowed travel and entertainment - 0%
Taxes recovered - 2008 RAR - 0%
Accrual adjustment - prior year 331.041 1%
Other 657.850 2%

Totals 7.529.417 25%
Federal and foreign income taxes incurred 6.532.065 22%
Realized capital gains (losses) tax - 0%
Change in net deferred income taxes 997.352 3%

T otal statutory income taxes 7.529.41