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Independent Auditor’s Report

To the Board of Directors of American Family Mutual Insurance Company:

We have audited the accompanying statutory financial statem ents of American Family Mutual
Insurance Company and its Consolidated Property and Casualty Subsidiaries (the “Companies”),
which comprise the statutory balance sheets as of December 31, 2015 and 2014, and the related
statutory statements of income, of changes in policyholders’ surplus, and of cash flows for the years
then ended.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with the accounting practices prescribed or permitted by the various
domiciliary state insurance departments. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation
of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the consolidated financial statem ents based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statem ents are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the
Companies preparation and fair presentation of the consolidated financial statem ents in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Com panies’ internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estim ates made by management, as well as evaluating the
overall presentation of the consolidated financial statements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Basis for Adverse Opinion on U.S., Generally Accepted Accounting Principles

As described in Note 1 to the financial statements, the consolidated financial statements

are prepared by the Companies on the basis of the accounting practices prescribed or permitted by the
various domiciliary state insurance departments, which is a basis of accounting other than accounting
principles generally accepted in the United States of America.

The effects on the consolidated financial statements of the variances between the statutory basis of
accounting described in Note 1 and accounting principles generally accepted in the United States of
America are material.

PricewaterhouseCoopers LLP, One North Wacker, Chicago, IL 60606
T: 812-208-2000, F: 312-208-2001 , www.pwc.com,/ us



Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion
on U.S. Generally Accepted Accounting Principles” paragraph, the consolidated financial statem ents
referred to above do not present fairly, in accordance with accounting principles generally acceptedin
the United States of America, the financial position of the Companies as of December 31, 2015 and
2014, or the results of its operations or its cash flows for the years then ended.

Opinion on Statutory Basis of Accounting

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the admitted assets, liabilities and surplus of the Companies as of December 31, 2015 and
2014, and the results of their operations and their cash flows for the years then ended, in accordance
with the accounting practices prescribed or permitted by the various domiciliary state insurance
departments described in Note 1.

Other Matter

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements taken as a whole. The Supplemental Schedules of Consolidation are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the consolidated financial statements. The Supplemental Schedules of Consolidation
have been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the consolidated financial
statements or to the consolidated financial statements themselves and other additional procedures, in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the Supplem ental Schedules of Consolidation are fairly stated, in all material respects, in
relation to the consolidated financial statements taken as a whole. The Supplemental Schedules of
Consolidation are presented for purposes of additional analysis of the consolidated financial
statements rather than to present the financial position, results of operations and cash flows of the
individual com panies and is not a required part of the consolidated financial statem ents. Accordingly,
we do not express an opinion on the financial position, results of operations and cash flows of the
individual com panies.

February 29, 2016



American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries

Consolidated Property and Casualty Statutory Balance Sheets

December 31, 2015 and 2014

{in thousands of doffars)
Admitted Assets
Honds

Common stocks, including investments in
unconsolidated subsidiaries

Real estate {net of accumulated depreciation of
$231,727 and $222,458}

Cash, cash equivalents and short-terminvestments

Recealvables for securities
Derivatives
Cther invested assets

Total cash and invested assets

Froperty and casualty premiums receivable and
agents’ balances

Accrued investmentincoms

Deferred tax assets

Electronic data processing equipment
and softw are {nat}

Cther assets

Total admitted assets

The accompanying notes are an integral part of these consolidated statutory financial statements.

2015 2014
$ 8129395  $ 7.804.616
3,492, 486 3,517,469
245 871 238,164
590,604 441,185
110,258 1,036
63,371 431
851,150 746,728
13,483,135 12,749,629
1,288,089 1,200,292
84,075 78,311
369,981 332,878
12,017 15,073
182,088 93,444
$15.419,385  $14.469,627

3

Liabilities
Froperty and casualty loss and loss
adjustment expense resarve

Froperty and casualty unearned premiums

Drafts outstanding

Agent contract termination payments

Employee pension and other benefits

Income taxes payable

Debt

Fayable for securities

Derivatives

Accrued expenses and other liabilities
Total liabilites

Policyholders’ Surplus
Special surplus funds

IUnassigned surplus
Total policyholders’ surplus

Total liabilites and
policyholders’ surplus

2015 2014

$ 3584759  $ 3540,838
2,842,481 2,619,443
77,441 87,050
660,007 675,164
373,671 376,901
12,655 68,397
502,204 502,204
173,096 53,431
56,235 {1,642)
633,746 517,758
8,916,295 8,439,544
1,250 1,465
6,501,840 6,028,618
6,503,090 6,030,083
$15,419,385  $14,469,627




American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries
Consolidated Property and Casualty

Statutory Statements of Income

Years Ended December 31, 2015 and 2014

{in thousands of dofars} 2015 2014

Premiums and other income

Property and casualty premiums earned $ 6,633,744 $ 6,252,337

Netinvestimentincome 294 397 330,296

Netrealized investment gains {losses) 206,301 549229

Otherincome 26,786 34,954
Total premiums and other income 7,161,228 7,166,816

Losses and expenses
Property and casualty losses and loss adjustment

expenses incurred 4,213,098 4,423,697
Underwriting expenses 2,149,057 1,879,451
Dividends to policyholders 1,607 960
Total losses and expenses 6,363,762 6,304,108
Income (loss ) before income tax expense (benefit) 797,466 862,708
Income tax (benefit) 211,948 135,816
Netincome (loss) $ 585,518 $ 726,892

The accompanying notes are an integral part of these consolidated statutory financial statements.
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American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Consolidated Property and Casualty

Statutory Statements of Changes in Policyholders’ Surplus
Years Ended December 31, 2015 and 2014

(in thousands of dollars) 2015 2014
Special surplus funds
Beginning balance $ 1,465 $ 1,250
Affordable care act fee (215) 215
Ending balance 1,250 1,465
Unassigned surplus
Beginning balance 6028618 5790447
Netincome {loss) 585518 726 892
Net change in unrealized capital gains (losses) ofinvestiments,
net ofdeferred income tax (100,789) (180,628)
Change in nonadmitted assets (19.791) (31,192)
Change in net deferred income tax (16,210) (105.,441)
Pension & termination benefits adjustments 17,124 (155 .593)
Other 7,370 {15,867)
Ending balance 6,501 840 6,028 618
Total policvholders’ surplus $ 6503090 $ 6,030,083

The accompanying notes are an integral part of these consolidated statutory financial statements.
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American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Consolidated Property and Casualty

Statutory Statements of Cash Flows

Years Ended December 31, 2015 and 2014

{in thousands ofdoliars) 2015 2014
Cash from Operations
Premiums collected netofreinsurance $ 6732407 $ 6,220,431
MNetinvestmentincome 380,501 397,402
Miscellaneous income 36,685 31,847
Benefit and loss related payments (3,527,061) (3,749,014)
Commissions, expenses paid and aggregate write-ins for deductions (2,732,040) (2,294,237)
Dividends paid to policyholders {1.521) (1,377)
Federal income taxes {(paid) recovered, netoftaxon capital
gains (losses) {265,625) {63,385)
Met cash provided by {(used in) operafions 623,346 536,667

Cash from Investments
Proceeds from investments sold, matured, or repaid:

Bonds 6,305,649 4,730,854
Stocks 835,968 909,120
Real estate 3,262 4,309
Other invested assels 55,268 83,510
Met gains or {losses)on cash and
short-term investments 10 135
Mscellaneous proceeds 111,081 35,908
Total investment proceeds 7,311,238 5,763,836
Costofinvestments acquired {long-term only):
Bonds 6,644,196 4,965,655
Stocks 790,558 936,001
Capital contribufion to affiliate 46,473 8,119
Real estate 22,054 5,078
Other invested assels 133,958 159,123
Mscellaneous applicafions 172913 32,841
Total investments acquired 7,810,152 6,106,817
Met cash provided by {(usedin)investments {498,914) {342,981)

Cash from Financing and Miscellaneous sources

Capital and paid in surplus 5,000 -
Other cash provided {applied) 19,987 {113,288)
Met cash provided by {(usedin)finandng and miscellaneous sources 24 987 {113,288)

Reconciliation of Cash, Cash Equivalents and Short-Term

Investments
Mew reporting enfityincluded in the consolidation - 22,453
Met change in cash, cash equivalents and short-term investments 149,419 102,851
Cash, cash equivalents and short-term investments
Beginning ofyear 441,185 338,334
End ofyear $ 590,604 $ 441,185
Incom e taxes paid (received) $ 269521 $ 103,396

The accompanying notes are an integral part of these consolidated statutory financial statements.
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American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

1. Nature of Operations and Significant Statutory Accounting Policies

American Family Mutual Insurance Company (AFMIC) is the parent of its wholly-owned
subsidiaries, American Family Brokerage, Inc. (AFBI), American Family Securities, LLC (AFS), The
AssureStart Insurance Agency LLC (AlIA), and AmFam, Inc. AmFam, Inc’s wholly-owned
subsidiaries are American Family Life Insurance Company (AFLIC), American Standard Insurance
Company of Wisconsin (ASIC), American Family Insurance Company (AFIC), American Standard
Insurance Company of Ohio (ASICO), American Family Financial Services, Inc. (AFFS), PGC
Holdings Corp. (PGC), Homesite Group, Inc. (Homesite), Midvale Indemnity Company (MIC), and
Midvale Life Insurance Company of New York (MLNY). AmFam, Inc., a non-insurance holding
company, is the managing member and AFLIC is a non-managing member of New Ventures, LLC
(NV), an indirect, wholly-owned subsidiary of AFMIC. AFMIC and its subsidiaries are herein
referred to collectively as the “Companies” or the “Company.”

AFMIC and AFIC are engaged principally in the writing of automobile insurance, homeowners
insurance, commercial insurance, and other property and casualty insurance. ASIC and ASICO
are engaged principally in the writing of non-standard automobile and cyde insurance. ASIC also
assumes property reinsurance mainly outside the Companies’ existing geographic operating
territory in order to diversify the Companies’ nsk. AFLIC principally markets whole life, term life and
universal life products to provide financial protection for qualified individuals, families and business
enterprises. AFLIC also supports a small amount of group life insurance and structured settlement
business primarily as a service to its affiliates. These companies sell these lines of business
predominantly through a multi-line, exclusive agency force in nineteen states.

AFFS was substantially engaged in the business of making direct loans to qualified individuals and
business enterprises. AFFS ceased issuing new loans on November 1, 2007, and existing loans
are in run-off. AFBI is an insurance agency which provides brokerage services fo its affiliates and
administers the federal Write Your Own Flood Program on behalf of AFMIC. In 2014, articles of
dissolution for AFS, a non-clearing registered broker-dealer, were filed with and approved by the
state of Wisconsin, at which ime the assets were distributed to AFMIC. NV was formed in 2010 to
support the Companies’ non-insurance business development efforts. MLNY was formed in 2015
and had no activity during the year.

AFMIC owns 100% of the Class A units of AIA and on November 26, 2014, AFMIC purchased
100% of the Class B units of AlA.

AmFam, Inc. owns 100% of the ownership interest in Homesite. Homesite spedializes in direct-to-
consumer homeowners, renters and condominium insurance and sells their products primarily
through alliances with other insurers, mortgage companies, and real estate companies. Homesite's
wholly-owned subsidiary, Homesite Indemnity Company (HIC), is a property and casualty writer
domiciled in Kansas. Homesite's other subsidiaries are Homesite General Agent, LLC (HG) and
Homesite Securnties Company, LLC (HSC). HSC owns Homesite Insurance Agency (HIA) and has
seven wholly-owned insurance subsidiaries: Homesite Insurance Company of Georgia (HGA),
Homesite Insurance Company of New York (HNY), Homesite Insurance Company of California
(HCA), Homesite Insurance Company of the Midwest (HMW), Homesite Insurance Company of
lllinois {HIL), Homesite Insurance Company of Florida (HFL), and Homesite Insurance Company
(HCT). HSC also owns and controls Texas-South of Homesite, Inc. (HTX), which is the attorney-in-
fact for Homesite Lloyds of Texas (HLTX). As of December 31, 2015, Homesite is licensed in all
50 states and the District of Columbia and has policies in force in 48 states and the District of
Columbia.



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

AmFam, Inc. owns 100% of the interest in PGC. PGC is the ultimate parent of the group of
companies referred to generally as the Permanent General Companies. The Permanent General
Companies spedalize in writing non-standard private passenger personal automobile insurance,
prnmarily to consumers interested in acquiring an insurance policy to comply with state minimum
insurance requirements. PGC’s business is primarily written online and over the phone. PGC
wholly-owns Permanent General Assurance Corp of OH (PGACO), Permanent General
Companies, Inc. (PGCI), PGC Holdings Corp. Statutory Trust | (PGSTI), and PGC Holdings Corp.
Statutory Trust Il (PGSTI). PGACO's wholly-owned subsidiary is The General Automobile
Insurance Company, Inc. (GAIC). PGCIl's wholly-owned subsidiary is Permanent General
Assurance Corporation (PGAC), which in turn wholly-owns PGA Service Corporation (PGASC).
PGASC’'s wholly-owned subsidiaries are The General Automobile Insurance Services of Texas,
Inc. (GAIT), The General Automobile Insurance Services of Ohio, Inc. (GAIO), The General
Automobile Insurance Services of Georgia, Inc. (GAIG), The General Automobile Insurance
Services, Inc. (GAI), and The General Automaobile Insurance Services of Louisiana, Inc. (GAIL).

An equity method of accounting is applied to all subsidiaries other than the consolidated property
and casualty subsidiaries of AFMIC {see Note 1{(a) and Note 1{b)). This is the same basis of
accounting used in preparing the Company's Annual Statement fled with state insurance
departments for AFMIC and its property and casualty subsidiaries.

The accompanying consolidated statutory financial statements have been prepared principally for
filing with regulatory agencies and, as such, are prepared in conformity with accounting practices
prescribed or permitted by the various domiciliary state insurance departments (statutory
accounting practices).

AFMIC and ASIC are domiciled in Wisconsin; AFIC and ASICO are domiciled in Ohio; MIC, HIL,
and HFL are domiciled in lllinois; HMW is domiciled in North Dakota; HCT i1s domiciled in
Connecticut; HCA is domiciled in California; HIC is domiciled in Kansas; HNY is domiciled in New
York; HGA is domicdled in Georgia; and HLTX is domicled in Texas. Prescrnbed statutory
accounting practices (STAT) include the National Association of Insurance Commissioners’ (NAIC)
“Accounting Practices and Procedures Manual,” state laws, regulations, and general administrative
rules applicable to all insurance enterprises domiciled in a particular state. In addition, the various
domiciliary state insurance departments have a right to permit other specific practices that may
deviate from prescribed practices. Annual approval is obtained from the various domiciliary state
insurance departments to file consolidated audited financial statements in lieu of separate audited
financial statements for each insurer based upon the 100% quota share reinsurance agreement.
No permitted differences in statutory accounting practices between the various domidiliary state
insurance departments and the NAIC are used in the preparation of the consolidated statutory
financial statements.

The accompanying consolidated statutory financial statements have been prepared in accordance
with STAT which requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

The accompanying consolidated statutory financial statements vary matenally from financial
statements prepared in conformity with accounting principles generally accepted in the United
States of America (GAAP) primarily because on a statutory basis: a) bonds are generally carried at
amortized cost rather than fair value; b) policy acquisition costs, such as commissions and other
costs direclly related to acquiring business, are charged to operations as incurred and not deferred,;
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American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

c) deferred tax assets (DTAs) are generally limited to those temporary differences which reverse in
the following three years and offset deferred tax liabilities (DTLs); d)y PGC and non-property and
casualty insurance companies are excluded from this consolidation; ) reinsurance recoverables
on unpaid losses are offset against the liability for property and casualty losses and loss
adjustment expenses; ) money market funds are reported as short-term investments rather than
cash equivalents; g) the purchase method of accounting relies on carryover basis of accounting
and the resulting goodwill will be amortized over a period of ten years; h) certain assets are
considered nonadmitted and therefore excluded from surplus; see Note 1(k) below for a description
of these items; i) the consolidated statements of cash flows are presented in the required statutory
format, in which cash, cash equivalents and short-term investments include cash on deposits and
short-term, highly liquid investments that are readily convertible to cash; and ) debt is recorded on
a cost basis rather than at fair value.

The effect of the foregoing differences in the accompanying consolidated statutory financial
statements is material. Consolidated GAAP policyholders’ equity is $7,362,497,000 and
$6,965,108,000 as of December 31, 2015 and 2014, respectively. Consolidated GAAP net income
is $693,920,000 and $515,194000 for the years ended December 31, 2015 and 2014,
respectively.

The significant accounting policies used in the preparation of these statements include:

a. Principles of Consolidation
The accompanying consolidated property and casualty statutory financial statements include
the accounts of AFMIC and its wholly-owned property and casualty subsidiaries (ASIC, AFIC,
ASICO, MIC, HMW HCT, HCA, HIC, HNY, HIL, HGA, HLTX, and HFL} after elimination of all
significant intercompany balances and activity.

b. Cash and Invested Assets
Cash and cash equivalents represent cash and securities that have maturities of three months
or less at purchase, and are carried at amortized cost, which approximates fair value. Short-
term investments represent securities that have maturities of one year or less at purchase and
consist primarily of money market funds carried at amortized cost, which approximates fair
value.

Investments in bonds rated "1" (highest quality) or "2" (high quality) by the Securities Valuation
Office (SVO) of the NAIC are reported in the consolidated statutory financial statements at
amortized cost. Bonds rated 3" (medium quality), “4” {low quality), “5” (lower quality) or “6"
(lowest quality) by the SVO are reported at the lower of amortized cost or fair value. The
interest method is used to amortize any purchase premium or discount, including estimates of
future prepayments obtained from independent sources. Valuations for loan-backed securities
include anticipated prepayments at the date of purchase and are adjusted for updated
prepayment information using the refrospective method.

Investments in commercial mortgage-backed securities (CMBS) and non-agency residential
mortgage-backed securities (RMBS) utilize a two-step process to obtain a valuation and rating
in accordance with SSAP 43R, {oan-Backed and Structured Securities. The first step derives
a rating for valuation by comparing the current amortized cost to the modeled range of values
assigned to the six NAIC designations for each security. This determines whether the
securities are stated at the lower of amortized cost or fair value per the above rules. The
second step utilizes the same modeled range of values to derive a rating for reporting using
the current carrying value as determined in the first step.



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

Ratings and valuations for investments in asset-backed and other structured securities {other
than equipment trust certificates and credit tenant leases) that are otherwise rated by a credit
rating provider (CRP) are calculated using a two-step process. The first step derives a rating
for valuation based on the CRP rating and the NAIC model valuation table. The second step
utilizes the model valuation table to derive a rating for reporting using the current carrying
value as determined in the first step. Securities whose initial rating is NAIC 1 or NAIC 6 in
step one are not further modified by step two.

Common stocks are generally reported in the consolidated statutory financial statements at
fair value, which is based prnimarily on values published by independent pricing sources and
quoted market prices.

Other invested assets consist primarily of investments in limited partnerships. The limited
partnerships are carried at the Companies’ pro rata share of the limited partnerships” GAAP
equity, which approximates fair value. Unlike GAAP, changes in the carrying amounts of
limited partnerships are recorded as unrealized gains or losses in unassigned surplus. These
investments typically reflect a reporting lag of up to three months, dependent upon receipt of
the limited partnership’s financial statements. The Company also holds Low Income Housing
Tax Credits that are recorded at amortized cost.

Derivative instruments are accounted for on a fair value basis and reported as derivative
assets or derivative liabilities (as applicable) on the consolidated statutory balance sheets.
When certain derivalives meet specific criteria, they may be designated as accounting hedges
and accounted for as fair value, cash flow, or foreign currency hedges. The Company did not
elect to apply hedge accounting for the derivative instruments that were utilized during the
reporting period. As a result, unrealized gains and losses on open derivative positions are
recognized within unassigned surplus, with an adjustment to the carrying value of the
derivative instrument. Interim settlements involving the receipt or payment of cash are
included as a component of net investment income. The gain or loss recognized upon exiting
a derivative position is recognized within net realized investment gains (losses). Cash flows
from the derivatives are reported in cash from investments within the consolidated statutory
statements of cash flows.

Real estate assets consist of land, buildings and building improvements. Land is reported at
cost.  Buildings and improvements are carried at cost, less accumulated depreciation
computed on the straight-line method over estimated useful lives ranging from twenty to forty-
five years.

Investment income is recorded when earned. Dividend income is recorded on the ex-dividend
date. Realized gains and losses on sales of invesiments are determined on a specific
identification basis and are recorded directly in the accompanying consolidated property and
casualty consolidated statutory statements of income. Unrealized gains and losses resuliing
from changes in the fair value of common stocks, those bonds rated 3-6, and limited
partnerships are credited or charged to net change in unrealized capital gains (losses) of
investments, a component of the Companies’ unassigned surplus, net of deferred taxes. |If
there is a decline in an investments net realizable value that is other-than-temporary, the
decline is recorded as a realized loss and the cost of the investiment is reduced to either its
present value of expected future cash flows or its fair value depending on security type.

10



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

For all subsidiaries on the equity basis of accounting, those subsidianes which are insurance
companies are accounted for using statutory equity. AmFam, Incis valued using GAAP equity
adjusted for unamortized statutory goodwill. All other subsidiaries are accounted using GAAP
equity. For statutory purposes, AFBI and AIA are nonadmitted because these companies do
not undergo a separate audit. Dividends received and interest earned from these companies
is recorded as net investment income.

c. Fair Value Measurements
Financial assets and financial liabilities recorded on the consolidated statutory balance sheets
at fair value are categorized based on the reliability of inputs to the valuation techniques as
follows:

fevel T Financial assets and financial liabilities whose values are based on unadjusted
quoted prices for identical assets or liabilities in an active market that the Company
can access.

fevel 72 Financial assets and financial liabiliies whose values are based on the following:
Quoted prices for similar assets or liabilities in active markets;
Quoted prices for identical or similar assets or liabiliies in non-active markets; or
Valuation models whose inputs are observable, direclly or indirectly, for substantially
the full term of the asset or liability.

fevet 3 Financial assets and financial liabilites whose values are based on prices or
valuation technigues that require inputs that are both unobservable and significant to
the overall fair value measurement. These inputs may reflect the Company's
estimates of the assumptions that market participants would use in valuing the
financial assets and financial liabilities.

The availability of observable inputs varies by instrument. In situations where fair value is
based on internally developed pricing models or inputs that are unobservable in the market,
the determination of fair value requires more judgment. In many instances, inputs used to
measure fair value fall into different levels of the fair value hierarchy. In those instances, for
disclosure purposes, the level in the fair value hierarchy within which the fair value
measurement is categorized is determined based on the lowest level input that is significant to
the fair value measurement in its enfirety.

d. Premiums
Premiums written are recorded on the effective date of the contract and earned on a pro rata
basis over the terms of the policies. Premiums earned include premiums assumed and are
presented net of premiums ceded under various reinsurance contracts.

Premiums receivable consists of accounts receivable for uncollected premium balances, bills
receivable for premiums, and amounts due from agents and brokers. AFMIC routinely
assesses the collectability of these receivables. Any premiums receivable which are greater
than 90 days past due are nonadmitted. As of December 31, 2015 and 2014, nonadmitted
amounts are $3,097,000 and $3,121,000, respectively. Based upon the Companies’
experience, premiums receivable of $4 667 000 and $4,962,000 as of December 31, 2015 and
2014, respectively, are estimated to be uncollectible in excess of nonadmitted amounts;
therefore, a corresponding additional provision for uncollectible amounts has been recorded in
2015 and 2014.
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American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

AFMIC considers an account delinquent if payment is not received according to the
contractual terms of the related insurance policy. Typically, accounts are charged off after
attempts to collect the funds are exhausted by internal and external sources. AFMIC
generally does not charge interest on delinquent accounts.

The Companies annually evaluate whether a premium deficiency exists relating to short-
duration contracts. Anticipated investment income is considered as part of this evaluation. At
December 31, 2015 and 2014, respectively, a premium deficiency of $0 and $889,000
afiributable to health lines existed, with 50% of the balance subject to ceding under a
reinsurance contract resulting in a net premium deficiency of $0 and $445 000, respectively.

e. Property and Casualty Loss and Loss Adjustment Expense Reserve
The property and casualty loss and loss adjustment expense reserve includes amounts
determined on the basis of daim evaluation and other estimates for reported losses, and
includes estimates for losses incurred but not reported and anticipated salvage and
subrogation recoveries. These estimates are continually reviewed and updated and any
adjustments are reflected currently. Accordingly, losses and loss adjustment expenses are
charged to income as incurred.

Reinsurance recoveries are recorded as a reduction of losses and loss adjusiment expenses
in accordance with contract terms.  The liabilities for property and casualty losses and
unearned premiums are determined after deducting a share of reinsurance placed with other
reinsurers.

Due to the reasonably complex and dynamic process of establishing these reserves, which
can be influenced by a variety of factors and assumptions, the actual ultimate losses and loss
adjustment expenses which may emerge in future years may vary from the amounts recorded
in these consolidated statutory financial statements.

f  Reinsurance

In the normal course of business, the Companies seek to limit their exposure to loss on any
single insured and to certain aggregate loss limits. This is accomplished by ceding insurance
to other insurance companies or reinsurers under quota share, excess of loss and
coinsurance contracts. Liabilities related to insurance contracts are reported after the effects
of reinsurance. Estimated reinsurance recoverable is recognized in a manner consistent with
the liabilites related to the underlying reinsured contracts. After reinsurance cessions to
external parties including American Republic Insurance Company and National Flood
Insurance Program, ASIC, AFIC, ASICO and MIC cede the remainder of their insurance
business to AFMIC under 100% quota share reinsurance contracts.

Effective January 1, 2014, AFMIC executed a loss portfolio transfer and prospective 100%
quota share reinsurance agreement with Homesite Insurance Company of the Midwest
(HMW). Per the agreement, 100% of the net consolidated underwriting activity of HMW,
including all outstanding and subsequent losses, is reinsured from HMW to AFMIC. HMW is
the assuming party to similar loss portfolio transfer and 100% quota share reinsurance
agreements with each of the other underwriting entities making up the Homesite Group of
companies. As such, the amounts ceded from HMW to AFMIC consist of the consolidated
underwriting activity of the Homesite Group of companies after ceding externally to third-party
reinsurers.
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ASIC assumes property reinsurance mainly outside the Companies’ existing geographic
operating temitory in order to diversify the Companies’ risk. Property and casualty earned
premiums assumed under reinsurance contracts under this program during 2015 and 2014
were $81,653,000 and $76,581,000, respectively.

The Companies do not enter into finite reinsurance contracts; all reinsurance contracts involve
a significant transfer ofrisk. Ceded reinsurance transactions do not relieve the Company of its
prnmary obligation to the policyholder.

g. Income Taxes
The Companies file a consolidated federal income tax return with the following entities:

American Family Mutual Insurance Company {(Parent Company)
American Standard Insurance Company of Wisconsin
American Family Life Insurance Company

American Family Financial Services, Inc.

AmFam, Inc.

American Family Brokerage, Inc.

American Family Insurance Company

American Standard Insurance Company of Ohio
Midvale Indemnity Company

Midvale Life Insurance Company of New York

PGC Holdings Corp. and Subsidianes

Homesite Group Inc. and Subsidiaries

The consolidated federal income tax is allocated to each member company in the following
manner: Companies having tax profits on a separate return basis will incur federal tax
expense based on their separate return taxable incomes. Companies with tax losses on a
separate return basis will be compensated (at the current federal tax rate) for the reduction in
the consolidated tax liability resulting from their losses. Such compensation shall come
directly from profitable companies that utilize those tax losses to reduce their taxable incomes.
A loss company may have to repay this current year compensation back to the profitable
company if the profitable company later incurs losses that, on a separate return basis, may be
carried back to offset its current year income. The reduction of the consolidated tax liability
due to tax credits shall be allocated to the individual Companies producing such credits.
Special additional taxes are similarly allocated to each member company.

The reporting of federal and foreign income taxes under STAT is similar to the reporting
requirements under GAAP except for the following differences. Under STAT, the calculation
of state income taxes incurred is limited to taxes due on the current year's taxable income and
any adjustments due to changes in prior year returns. Therefore, deferred state income taxes
are not recorded. Under GAAP, there is a requirement to reduce the amount of DTAs by a
valuation allowance if it is more likely than not that some portion of the DTA will not be
realized. STAT requires that the gross DTAs be subject to an admissibility test which also
includes the more likely than not valuation allowance. Under STAT, any changes in DTAs and
DTLs are to be recognized as a separate component of the change in unassigned surplus.
Therefore, changes in the DTAs and DTLs will not be included in current year income. This
differs from GAAP, which reports the change in deferred taxes (deferred tax provision) as a
component of the total tax provision (sum of federal current and deferred) rather than as a
direct adjusiment to unassigned surplus. The gross change in the DTA/DTL related to
unrealized capital gains and losses is charged direclly to surplus by netting against the
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unrealized capital gains and losses. Under STAT, state current income taxes are included as
an underwriting expense while for GAAP they are part of income tax expense.

Real Estate

The Company reviews real estate for impairment when conditions indicate that the net
realizable value of the property has declined and is other-than-temporary. The decline is
recorded as a realized loss and net book value is reduced to a value more indicative of
expected selling price. There are no receivables on land held for sale, and the Company has
no obligations for improvements.

Furniture and Equipment, and Electronic Data Processing Equipment and Software

Furniture and equipment and electronic data processing equipment and software (EDP) are
carried at cost less accumulated depreciation. Fumiture and equipment includes vehicles,
fumiture and equipment, leasehold improvements and telephone. EDP includes electronic data
processing equipment and purchased and internally-developed software. Depredation is
calculated on a straightline basis over the estimated useful lives of the assets, ranging from
three to forty-five years. The Company reviews fixed assets for impairment when there is
reason to believe that a fixed asset’s carrying value might not be recoverable, and charges any
impairments as an operating expense in the consolidated statutory statements ofincome.

The gross cost, accumulated depreciation, net cost, nonadmitted assets, and net admitted
assets of major fixed asset classes as of December 31 are as follows:

2015
Gross Accumulated Net MNonadmitted Net Admitted Depreciation
i thousands of dofars) Cost Depreciation Cost Asset Asset Expense
Furniture and equipment  $ 216,125 § (135864) 3 80,261 % 80,261 % - % 11770
ECP eguipmentand
software 792,358 (542 B69) 249,689 237,672 12,017 59,852
$1,008,483 § (678533) $ 328850 § 317833 } 12,017  § 71,822
2014
Gross Accumulated Net MNonadmitted Net Admitted Depreciation
i thousands of dofars) Cost Depreciation Cost Asset Asset Expense
Fumiture and equipment  $ 210108 § (1328400 $ 77268 % 77268 % - % 11,376
ECP eguipmentand
software 716,664 {458,820) 227,644 212,771 15,073 50,402
$ 926,772 % (621660) $ 305,112 § 280,038 % 15,073 § 61,778
Leases

The Company leases various office equipment and real estate under various noncancelable
operating lease agreements with various expiration dates through 2020 and thereafter. Lease
expense for 2015 and 2014 was $27 563,000 and $28,463,000, respectively.
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As of December 31, 2015, the minimum aggregate lease commitments, prior to allocations to
nonconsolidated affiliates, were as follows:

{in thousands of dolfars} Operating
Year ending December 31 Leases
2016 $ 14,370
2017 8,190
2018 7,277
2019 4,839
2020 and thereafter 4,726
Total $ 39,402

Certain lease commitments have renewal options extending through the year 2030. Some of
these renewals are subject to adjustments in future periods.

The Company does not have any significant activity from acting as a lessor.

k. Nonadmitted Assets

Certain assets designated as “nonadmitted assets”, primarily consisting of DTAs, premium
receivables greater than 90 days past due, State of Missouri guaranty funds receivable, a
portion of electronic data processing equipment, non-operating software, furniture and
equipment, and common stock of certain affiliated companies, have been excluded from the
consolidated statutory balance sheets through a direct charge against unassigned surplus.
Changes in nonadmitted assets are reported as a direct adjustment to surplus in the
consolidated statutory statements of changes in policyholders’ surplus.

The nonadmitted assets as of December 31 are as follows:

{inn thousands of dolfars} 2015 2014

Common stocks $ 145 $ 870
Receivable for investments 21 24
Other invested assets 2582 23,390
Uncollected premiums and EBUB 4,646 3,121
Netdeferred taxassets 39 85
EDP and software 237,672 212,771
Furniture and equipment 80,261 717,268
All other 32,941 20,987
Total nonadmitted assets $ 358,307 $ 338516

l. Statements of Cash Flows
Non-cash investing activities include $78,659,000 of acquisitions and disposals of common
stock and $93,061,000 of acquisitions and disposals of bonds in 2015.

m. Reclassifications
Certain reclassifications have been made to prior year amounts in the accompanying
consolidated statutory financial statements to conform to current year presentation and allow
for consistent financial reporting.
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n. Subsequent Events
The Company has evaluated events subsequent to December 31, 2015 through February 29,
2016, the date these financial statements were available to be issued. Based on this
evaluation, no type | or type Il events have occurred subsequent to December 31, 2015 that
require disclosure or adjustment to the financial statements at that date or for the year then
ended.

2. Goodwill

The Company has recorded goodwill as a result of acquisitions accounted for under the statutory
purchase method. The following presents a summary of the Company’s goodwill at, and for the
year ended, December 31:

2015 2014
{in thousands of doffars)
Acquired Cost of Recorded Am ortization Am ortization
Entity Acquired Entity Goodwill Expense Goodwill, Net Expense Goodwill, Net
Homesite k] 666,447 k] 288,035 k] 20879 k] 238,033 k] 30,023 k] 268812
PGC 241 536 129,740 12 964 90,750 12,964 103714
MIC 16,328 3.838 364 2,887 364 3.071
Total k] 023,411 k] 432,513 k] 43227 k] 332,470 k] 43371 k] 375887

3. Financial Instruments

a. Fair Value of Financial Instruments
The fair value guidance establishes a hierarchy for inputs used in determining fair value that
maximizes the use of observable inputs and minimizes the use of unobhservable inputs by
requiring that observable inputs be used when available.

Fair value is a market-based measure considered from the perspective of a market participant
who owns an asset or owes a liability. Accordingly, when market observable data is not
readily available, the Company's own assumptions are set to reflect those that market
participants would be presumed to use in pricing the asset or liability at the measurement
date. The Company uses prices and inputs that are current as of the measurement date,
including during periods of market disruption. In periods of market disruption, the ability to
observe prices and inputs may be reduced for many instruments. This condition could cause
an instrument to be reclassified from one level of the hierarchy to another.

When available, the Company uses the market approach to estimate the fair value of its
financial instruments, which is based on quoted prices that are readily and regularly available
in active markets. Generally, these are the most liquid of the Company's holdings and
valuation of these securities does not involve management judgment. Matrix pricing and other
similar techniques are other examples of the market approach. Matrix pricing values a
particular security by utilizing the prices of securities with similar ratings, maturities, industry
classifications, and/or coupons and interpolating among known values of these similar
instruments to derive a price.

When quoted prices in aclive markets are not available, the Company uses the income
approach, or a combination of the market and income approaches, to estimate the fair value of
its financial instruments. The income approach involves using discounted cash flow and other
standard valuation methodologies. The inputs in applying these market standard valuation
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methodologies include, but are not limited to, interest rates, benchmark vyields, bid/ask
spreads, dealer quotes, liquidity, term to maturity, estimated future cash flows, credit risk and
default projections, collateral performance, deal and tranche atiributes, and general market
data.

The following valuation techniques and inputs were used to estimate the fair value of each
class of significant financial instruments:

Level 1 Measurements

Bonds. Comprised of U.S. Treasuries valued based on unadjusted quoted prices for identical
assets in active markets.

Common Stocks: Comprised of actively traded, exchange listed U.S. and international equity
securities. Valuation is based on unadjusted quoted prices for identical assets in active
markets that the Company can access.

Cash Equivalents: Comprised of U.S. Treasuries valued based on unadjusted quoted prices
for identical assets in active markets.

Short-term Invesiments: Comprised of actively traded money market funds that have daily
quoted net asset values for identical assets that the Company can access and U.S. Treasunes
valued based on unadjusted quoted prices for identical assets in active markets.

Level 2 Measurements

Bonds. The majority of the Company’s Level 2 fixed income securities are priced by leading,
nationally recognized providers of market data and analytics. These securities are principally
valued using the market and income approaches. When available, recent trades of identical
or similar assets are used to price these securities. However, because many fixed income
securities do not actively trade on a daily basis, pricing models are often used to determine
security prices. The pricing models discount future cash flows at estimated market interest
rates. These rates are derived by calculating the appropriate spreads over comparable US.
Treasury securiies based on credit quality, industry, and structure of the asset. Observable
inputs used by the models include benchmark vields, bid/ask spreads, dealer quotes, liquidity,
term-to-matunty, credit risk and default projections, collateral performance, deal and tranche
atiributes, and general market data. Inputs may vary depending on type of security.

A small segment of Level 2 and Level 3 securities are priced internally using matnx pricing,
broker quotes, and benchmark and spread analysis, or through third party vendors that
spedialize in difficult-to-price secunties. Pricing for specific security types is as follows:

Corporates: Valued based on inputs including quoted prices for identical or similar assets in
markets that are not active, benchmark vield curves, bidfask spreads, and credit quality.

Municipals: Valued based on inputs including quoted prices for identical or similar assets in
markets that are not active, benchmark vield curves, bidfask spreads, and credit quality.

Asset-backed Sectirities (ABS) and Commercial Mortgage-backed Securities: Valued using

the market and income approaches based on inputs including quoted prices for identical or
similar assets in markets that are not active, benchmark vield curves, bid/ask spreads,
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default assumptions, projected cash flows, collateral performance, deal structure, and
tranche characteristics.

Common Stocks: Comprised of shares in Federal Home Loan Bank of Chicago (FHLBC)
stock as discussed in Note 14. While not actively traded, the valuation for the FHLBC
investment is perpetually quoted at $100 by the FHLBC.

Cash Equivalents: Cash equivalents are valued based on quoted prices for identical or similar
assets in markets that are not active, benchmark vyield curves, bid/ask spreads, and credit
quality.

Short-term Investments: Short-term investments are valued based on quoted prices for
identical or similar assets in markets that are not active, benchmark yield curves, bidfask
spreads, and credit quality.

Derivative Instruments: Over-the-counter (OTC) derivatives, including interest rate swaps, are
valued using models that rely on inputs such as interest rate yield curves that are observable
for substantially the full term of the contract. These models discount cash flows at each
coupon date and the valuation of interest rate swaps is the difference between the values of
the discounted cash flows of the fixed and floating legs of the swap. Fair value is the
estimated amount that the Company would receive {pay) to terminate the derivative contracts
at the reporting date. Derivative assets (liabilities) are reported gross of collateral payable
(receivable) for purposes of fair value disclosures in Note 3(a).

Level 2 Measurements

Bonds. The majonty of Level 3 bonds are valued externally using pricing vendors that
specdialize in difficult-to-price securities. The vendors utilize a cash flow model that uses
prepayment, default and severity assumptions, as well as benchmark vyields, spreads and
weighted average lives as inputs. The Company also holds one bond which is backed by
property tax payments made by the Company and consistently priced at par as a result.
Pricing for specific security types of Level 3 bonds carried at fair value are as follows:

Municipals: Valued internally based on a discounted cash flow model.

Other Invested Assets: Valued using capital account balances as reported by the various
limited partnerships, which approximate fair value.

Derivative Instruments: To-be-announced (TBA) dollar roll securities are valued using the
market and income approaches by leading, nationally recognized providers of market data
and analytics. When available, recent trades of identical or similar assets are used to price
these secunties.
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The following summarizes the Company's financial assets and financial liabilities carried at fair
value on a recurring basis as of December 31. The fixed income securities’ fair value does
not agree to the amount presented on the consolidated statutory balance sheets as the
majority of the Company’s fixed income securities are carried at amortized cost. The carrying

value for these fixed income securities is described in Note 1(b).

2015
Qucted Prices in
Active Markets for Significant Other Significant
ldentical Assets Observable Inputs Lncbservable Inputs Balance as of
(in thousands of dollars) (Level 1) (Level 2) (Level 3) December 31, 2015
Financial assets
Bonds
Municipals k] - 3 - k] 13,957 k3 13,957
Corporates - 244,792 - 244,792
Common stocks 1.851.478 10,000 - 1.961.478
Short-term investments 266,623 - - 266,623
Derivative assets - ] 63,0358 63371
Total financial assets 3 221811 3 255,125 3 76,995 3 2.550.221
Derivative liabilities 3 - 3 1.7858 3 54,782 3 56,567
Total fair value financial liabilities K} - k] 1,785 K} 54,782 K} 56,567
2014
Qucted Prices in
Active Markets for Significant Other Significant
ldentical Assets Observable Inputs Lncbservable Inputs Balance as of
(in thousands of dollars) (Level 1) (Level 2) (Level 3) December 31, 2014
Financial assets
Bonds
Municipals k] - k3 1.875 k3 13,874 k3 15,748
Corporates - 185,472 - 185,472
Common stocks 2,053,798 10,000 - 2,045,798
Short-term investments 214,524 - - 214,524
Derivative assets - 5,041 - S04
Total fair value financial assets 3 2,245,320 K} 200 388 K} 13,874 K} 2,462 682
Derivative liabilities K} - K} 18,7958 K} - K} 18,795
Total fair value financial liabilities 3 - 3 18,795 3 - 3 18,795
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The following provides a summary of changes in fair value during the year ended December
31, of Level 3 financial assets and financial liabilities carried at fair value on a recurring basis
at December 31:

2M%
Total Realized and Unreaized
Gainz {Lozzes] included in Total Gainz [Lozzas)
Met necluded in Mat Incore
Tranzfars In for Inztrurnents
Balanca as of OClon and or (0wt} Balanca az of Stil Held at
{inth dz of dolars) January 1, 2016 Meat Inzorna Balance Shaat Furchazesz Salez of Laval} Dacarnbar 31, 2016 Decarrber 31, 2015
Financial azzats
Bondz
Municipak 3 136874 § - 3 =43 3 - 3 - 3 -3 - 3 13,957 3
Deri ativ ez - 12 0 75,540 12,820y - - f0es
Total racurring Laval 2
financial aszats 3 13674 § 18 _3 @ 3 7E540 3 (12,830 3 - _3 - 3 76,995 3
Financial liabilitias
Derkathv ez 3 - 3 (51 _§ &3 5354 § (2540 _§ I - 3 54732 3§
Total racurring Laval 2
financial liabilitias 3 - 3 (151 _§ 3 5354 § (2540 _§ - 5 - 3 54732 3§
2M4
Total Realized and Unreaized
Gainz {Lozzes] included in Total Gainz [Lozzas)
Met necluded in Mat Incore
Tranzfars In for Inztrurnents
Balanca as of OClon and or (0wt} Balanca az of Stil Held at
{inth dz of dolars) January 1, 2014 Met Incorna Balance Shaat Furchazesz Salez of Laval} Dagarnbar 31, 2014 Decarrber 31, 2014
Financial azzats
Bondz
Municipak: 3 13,545 3 - 3 220 3 - 3 - 3 - 3 - 3 13574 3
Corporates 1,506 {26 a 2542 {4,117} {14 - -
Other i ezted azzet - {362) - &3 {3,141y feio] 3,000
Total racurring Laval 2
financial aszats 3 15,051 3 (888) _§ 338 3 az0 3 F.268) % (389§ 3900 3 3574 3

The following summarizes the fair value of the Company's financial assets and financial
liahilities by type as of December 31:

2015
Aggregate Fair Admitted
{in thousands of doffars) YWalus Assets (Laveal 1) (Laveal 2) (Leveal 3)
Bonds $ 8,227,075 % 8,128,385 % 667772 % 7,448,852 % 110,451
Cormon stocks - unaffiliated 1,961,478 1,961,478 1,851,478 10,000 -
Cash equivalents 103,581 103,581 103,581 - -
Short-term investments 515,013 515,012 470,942 44,071 -
Derivative assets 63,271 63,271 - 332 63,038
Cther invested assets 851,426 850,301 - - 851,426
Total financial assets $ 11,721,954 % 116231238 § 23,193,772 % 7,503,256 % 1,024,925
Cerivative liabilies $ 56,567 % 56,567 % - % 1,785 % 54,782
Total financial liabilities $ 56,567 % 56,567 % - % 1,785 % 54,782
2014
Aggregate Fair Admitted
{in thousands of doffars) YWalus Assets (Laveal 1) (Laveal 2) (Leveal 3)
Bonds $ 8,029,842 % 7.804615 % 357,851 % 7.584156 % 97,837
Cormon stocks - unaffiliated 2,043,786 2,043,786 2,033,786 10,000 -
Cash equivalents 26,273 26,273 22,641 3,732 -
Short-term investments 385,597 385,622 335,589 50,007 -
Derivative assets 3,041 3,041 - 3,041 -
Cther invested assets 748,038 727,226 - - 748,038
Total financial assets $ 11,246,688 § 10,890,673 % 2749877 % 7,650,836 % 845,875
Cerivative liabilies $ 18,785 3 18,785 3 - % 18,795 % -
Total financial liabilities $ 18,785 3 18,785 3 - % 18,795 % -
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As part of its pricing procedures, the Company obtains quotes from leading providers of
prcing data, and the Company's internal pricing policy is to use consistent sources for
individual securities based on security type in order to maintain the integrity of its valuation
process. These primary quotes are validated on a quarterly basis via comparison to a
secondary pricing source, which may include guotes received from a different third party
prcing data provider or recent trade activity obtained from reputable online trading sites. In
addition, investment managers may be consulted to corroborate prices received from outside
sources based on their knowledge of market trends and activity. As necessary, the Company
ufilizes pricing services that specialize in difficult-to-value securities to price esoteric or illiquid
securiies.  Material discrepancies between the primary and secondary sources are
investigated, reconciled and updated as warranted. This may involve challenging a price from
the primary source if the Company determines the price provided does not meet expectations
based on observed market, sector, or security trends and activity.

On an annual basis, the Company reviews quality confrol measures and data assumptions
from its pricing sources to determine if any significant changes have occurred that may
indicate issues or concerns regarding their evaluation or market coverage. In addition, an
annual analysis is performed on a sample of securities to further validate the inputs,
assumptions, and methodologies used by the primary source to price those securities.

During the course of the valuation process, if it is determined the material inputs used to price
a secunty are unobservable, the Company will transfer that secunty to Level 3.

All transfers into or out of a particular level are recognized as of the beginning of the reporting
period. There were no transfers into or out of Level 3 during 2015.

The Company recorded a $3,900,000 transfer into Level 3 in 2014 for partnerships valued
using agreed-upon sale prices. These partnerships have always been considered Level 3
assets, but were previously valued using capital account valuations as reported by the various
limited partnerships. Therefore, the invesiments were not carried at fair value pnor to 2014.
There were no other material transfers into or out of Levels 1, 2, or 3 during 2014.

b. Common Stocks — Unaffiliated
The aggregate cost of unaffliated stocks at December 31, 2015 and 2014 was
$1,306,314,000 and $1,186,868,000, respectively. Net unrealized appreciation of unaffiliated
stocks stated at fair value includes gross unrealized gains of $686,463,000 and $872,745,000
and gross unrealized losses of $31,299,000 and $15,817,000 at December 31, 2015 and
2014 respectively.
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The fair value and unrealized losses, categorized by stocks in loss positions for less than 12
months and stocks in loss positions for more than 12 months, at December 31 are as follows:

2015

Less than 12 Months 12 Months or More Total
(i thousands of doffars, Number Fair Unrealized HNumber Fair Unrealized Fair Unrealized
except number of issues)  of Issues Value Losses of Issues Value Losses Value Losses
Description of 8 ecurities:
Common stock - nonaffiliated 487§ 200809 3 (2470 280 F 16,148 $  (5.596) $216.757 $ (31.289)
Tatal 487 § 200800 3 (24703 280 F 16,148 $  (5.596) $216.757 F(31.289)
204
Less than 12 Months 12 Months or More Total
(i thousands of doffars, Number Fair Unrealized HNumber Fair Unrealized Fair Unrealized
except number of issues)  of Issues Value Losses of Issues Value Losses Value Losses
Description of 8 ecurities:
Common stock - nonaffiliated 510§ 133415 3 (15.818) 1§ 11 3 (1 $135.426 $ (15.817)
Tatal 510§ 133415 3 (15.818) 1§ 11 k] (1 $135.426 F (15.817)

The Company believes that declines in fair value related to these stocks are temporary. In
determining whether the declines in fair value are temporary, the Company considers severity
of impairment, duration of impairment, forecasted market price recovery, and the intent and
ability of the Company to hold the investment until the market price has recovered.

During 2015 and 2014, the Company recorded other-than-temporary impairments (OTTI) in its
stock portfolio, resulting in a total realized loss of $13,056,000 and $5,971,000, respectively.

Proceeds from sales of stocks during 2015 and 2014 were $785,533,000 and $872,035,000,
respectively. These amounts exclude spin-offs, tax-free exchanges, taxable exchanges and
retlurns of capital. Gross gains of $190,377,000 and $414,868,000, and gross losses of
$53,124,000 and $8,776,000 were realized on those sales during 2015 and 2014,
respectively. The basis of the securities sold was determined using specific identification.

The Company made charitable contributions of common stock with a fair value of $36, 272,000
and $1,695000 during 2015 and 2014, respectively. As a result of these donations, the
Company realized gains of $29,707 000 and $1 665,000 during 2015 and 2014, respectively.

The Company's common stock portfolios are primarily invested in large, mid, and small cap
stocks which are managed to their respective indices. A portion of the large cap portfolio is
weighted toward dividend paying stocks within the Russell 3000 Index. Positions held in
master limited parinerships as of December 31, 2014 were liquidated during 2015, Further
separation of equity securities by geography or industry concentration is not deemed relevant.
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c. Financial Information for Unconsolidated Subsidiaries

Condensed financial information regarding AFMIC’s indirect wholly-owned subsidiary, AFLIC,
which has not been consolidated is shown as follows:

December 31, 2015 December 31, 2014

fin thousands of dolfars}

Balance Sheets

Assets $ 5,331,746 $ 5,230,458
Liabilities $ 4,386,636 $ 4,341,848
Statutory surplus 945,110 888,610
Liabilities and
stockhdders' equity  $ 5,331,746 $ 5,230,458
Year Ended Year Ended

December 31, 2015 December 31, 2014

fin thousands of dolfars}

Results of Operations

Revenues $ 581,260 $ 585,764

Realized gains (losses), net

of tax (19,972) 7,120

Expenses 486,113 479,386

Income {loss) before income

tax expense (benefit) 75175 113,498

Income tax expense {(benefit) 23,442 32,794
Net income (loss) $ 51,733 $ 80,704

Condensed financial information regarding other subsidiaries which are also wholly-owned
(directly or indirectly) operating subsidiaries of AFMIC are not included in the above tables for
purposes of this disclosure due to total admitied assets of these entities representing less than
10% of the Company’s total admitted assets.

The Company submitted to the NAIC SUB-2 filings which presented support for the valuation
of two directly held subsidiaries. The NAIC approved the filings and affirmed the Company’'s
valuation of these subsidiaries. The following summarizes the valuations approved by the
NAIC:

{in thous ands of doflars)

Description of SCA Date of Gross Nonadmitted Admittied Asset NAIC Valuation
Investment Filing Amount Asset Amount Amount Amount
AmFam, Inc. 826/2015 3 2,157,027 * % - % 2,157,027 $ 2,157,027
AFBI 8/26/2015 870 (870 - -
Total: $ 2,157,887 $ 870y 3% 2,157,027 $ 2,157,027

*Includes $1,473,108 related to unconsolidated subsidiaries
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d. Bonds

The carrying value and fair value of bonds, including short-term investments, at December 31
are as follows:

2015
Gross Gross
Carrying Unrealized Unrealized Fair

{in thousands of doflars) Value Gains Losses Value
Description of Securities:
U8 governments $ 1,207318 $ 511 $ (7.0865) $ 1200864
States, territories and possessions (directand

guaranteed) 571,028 13,052 (612) 583,469
Paolitical subdivisions of states, territcries and

possessions (direct and guaranteed) 933657 15,809 {1,453) 948013
Special revenue and special assessment

obligations and all nonguaranteed obligations

ofagencies and nonguaranteed obligations

ofagencies and authoriies of governments

and their polifical subdivisions 3,484,846 88,638 {B6,785) 3,566,699
Industrial and miscellaneous 2,447 556 17,309 (21,823) 2,443 042

Totals § 8644406 § 135419 § (37738 § 8742087
2014
Gross Gross
Carrying Unrealized Unrealized Fair

{in thousands of doflars) Value Gains Losses Value
Description of Securities:
U8 governments $ Tr2041 $ 5808 § (2268 $ 775683
States, territories and possessions (directand

guaranteed) 574303 14,790 {957 588,136
Paolitical subdivisions of states, territcries and

possessions (direct and guaranteed) 741321 17612 (1,427) 757,506
Special revenue and special assessment

obligations and all nonguaranteed obligations

ofagencies and nonguaranteed obligations

ofagencies and authoriies of governments

and their polifical subdivisions 3,932,052 162,174 {5,708) 4,088,521
Industrial and miscellaneous 2170519 52686 (7.611) 2215594

Totals $ 8190236 § 253170 $ (17,966) § 8425440
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The fair value and unrealized losses, categorized by bonds in loss positions for less than 12
months and bonds in loss positions for more than 12 months, at December 31 are as follows:

2015
Less Than 12 Months 12 Months or More Total

{fn thousand's of dollars, Number Fair Unrealized Number Fair Unrealized Fair Unrealized

exceat numberof issues) oflzsues Value Losses oflzsues Value Losses Value Losses
Description of Securities:
U.3. governments 81 % 628299 §  (4.275) & F 110543 F (27900 § 736842 F  (7.085)
States, territories and possessions

(direct and guaranteed) 38 128,791 (5123 4 50,677 (100 175,665 8123

Folitical subdivisions of states,

territorie s and possessions (direct

and guaranteed) 54 174528 1.198) 8 265591 (255) 201,113 (1.453)
Special revenue and special

assessment obligations and all

nonguaranteed obligations of

agencies and nonguaranteed

obligations of agencies and

authoritie s of government and

their political subdivisions 208 590,664 (5,373 34 125,264 1.412) 815,925 [B.785)
Industrial and miscellaneous 820 1,381,244 (19,730 21 46,664 [2.083) 1,426,108 (21,823
a7e $ 3,001,520 $(31.088) &0 $ 360139 b [6.650 $ 3,361,869 (37738
2014
Less Than 12 Months 12 Months or More Total
{fn thousand's of dollars, Number Fair Unrealized Number Fair Unrealized Fair Unrealized
exceat numberof issues) oflzsues Value Losses oflzsues Value Losses Value Losses

Description of Securifies:

U.5. governments 20 $ 230704 F (445) 11 § 78928 $ (1.821) $ 309832 $ [2.268)
States, territories and possessions
(direct and guaranteed) 32 185589 (967 - - - 185589 (967

Folitical subdivisions of states,

territorie s and possessions (direct

and guaranteed) 56 218,585 (7813 10 34,343 (BEE) 253,208 (1.427)
Special revenue and special

assessment obligations and all

nonguaranteed obligations of

agencies and nonguaranteed

obligations of agencies and

authoritie s of government and

their political subdivisions 131 475,188 [2,842) 47 181,588 [2,863) BBETTT (5,705)
Industrial and miscellanzous 149 427,083 (4.376) 48 298,444 [3.232) B25.BET (7811
3598 $ 1,535,430 b (9, 354) 114 $ 393,303 b (2582 §1.931.733 $ (17,988

If the Company has the intent to sell or will more likely-than-not be required to sell a structured
fixed income security prior to full recovery, the Company writes down the security to its current
fair value with the entire write-down recorded as a realized investment loss in the consolidated
statutory statements of income. If the Company does not have the intent to sell but the
secunty is in an unrealized loss position, the Company determines if any of the decdline in
value is due to a credit-related loss (the present value of the expected future cash flows
(PVCF) is less than amortized cost). Other-than-temporary credit impairments are recorded
as a realized investment loss in the consolidated statutory statements of income when the
PVCF is less than the amortized cost.

The Company recognized no OTTI in realized investment loss due to the intent to sell
structured securities in 2015 and 2014. There were no credit-related impairments recorded on
structured securiies in 2015 and 2014, and the Company does not hold any structured
securities with a recognized other-than-temporary creditrelated impairment.
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In determining whether losses on non-structured securities are expected to be temporary, the
Company considers severity of impairment, duration of impairment, forecasted market price
recovery and the intent and ability of the Company to hold the investment until the market
price recovers or the investment matures to assist in determining if a potential credit loss
exists. Additionally the Company may rely on the details of setlements reached in bankruptcy
proceedings or other restructurings to determine ultimate collectability of these investments.

Creditrelated OTTI losses recorded on non-structured securities were $22,452,000 and $0
during 2015 and 2014, respectively. The Company recognized $243,000 and $0 of OTTI due
to the intent to sell non-structured securities in 2015 and 2014, respectively.

During 2015 and 2014, for its bond portfolio, the Company recorded total OTTI in investment
losses in the consolidated statutory statements ofincome of $22,695,000 and $0, respectively.
These amounts include both credit-related impairments as well as impairments taken due to
the intent to sell securities. The Company believes that all other unrealized investment losses
related to bonds are temporary.

Subprnme morigages are residential loans to borrowers with weak credit profles. Alt A
mortgages are residential loans to borrowers who have credit profiles above subprime but do
not conform to traditional {prime) mortgage underwriting guidelines. The Company had
insignificant exposure to subprime and Alt A mortgages at December 31, 2015 and 2014.

The carrying value and fair value of bonds, including short-term investments, at December 31,
2015 by contractual maturity are shown as follows. Expected maturities may differ from
contractual maturities because borrowers may exercise the right to call or prepay obligations
with or without penalties. Because most morigage-backed and asset-backed securities
provide for periodic payments throughout their lives, they are listed in a separate category as
follows:

December 31, 2015

Carrying Fair

{in thousands of dofars} Value Value
Due in one year or less $ 873,376 $ 875,009
Due after one year through five years 3,253,601 3,294 562
Due after five years through ten years 2,787,016 2,824,252
Due after ten years 484,116 505,647

Subtotal 7,398,109 7,499,470
Mortgage-backed securities 643,724 642,377
Asset-backed securities 602 573 600,240

Total $ 8,644,406 $ 8,742,087

Proceeds from sales of long-term bonds during 2015 and 2014 were $5,556,034,000 and
$3,927 904,000, respectively. Gross gains of $143,156,000 and $154,922,000 and gross
losses of $35,689,000 and $12,663,000 were realized on those sales during 2015 and 2014,
respectively. The basis of the securities sold was determined using specific identification.
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At December 31, 2015 and 2014, investments with an amortized value of $32,850,000 and
$31,824,000, respectively, were on deposit with various regulatory authorities to comply with
insurance laws.

The Company invests in structured notes, which are characterized by non-fixed coupon
payments, with the exceplion of securities tied to a non-leveraged typical interest rate index
(such as LIBOR and T-Bill rates). Loan-backed securities are excluded from this category.
The following table details the securities that the Company has determined meet this definiion
at December 31, 2015, None of these positions are cdlassified as mortgage-referenced
securities.

i thousands of doffars)
December 31, 2015

cuUsip Book/Adjusted
Identification Actual Cost Fair Value Carrying Value
010685HO0 3 10,758 3% 11652 % 10,882
01728LBX9 1,852 1,827 1,754
01728VFW7 13,985 14504 14,117
040507HNS 8,916 9,189 9,048
13033LY50 2,247 2,144 2,237
19648AAT2 5,831 7.144 5,837
19648AKLI& 3,009 2,953 2,664
19648AL A1 1,084 1,040 1,024
20772JHLS 4,006 3,983 4,003
2402230AC8 3,789 2,872 3,794
248002 BA3 3,072 3,021 3,067
2512237TWEE 4,985 5,647 5,141
25477GEGR2 10,000 10,051 10,000
20271LAE4 1,000 980 980
269300ANS 503 285 285
288640354 5,285 5,108 5,254
298905 AKS 1,600 1,485 1,485
4520013L2 4,486 4,438 4,497
46613PSY3 1,765 2,089 1,878
491189EE2 18,852 20,365 19,308
51166FCN7 2,000 2,006 2,000
54B068ARE 5,000 5,100 5,000
57582PBSS 2,323 2,654 2,453
57582PDMS 24,311 24,358 24,364
57582PK41 2,250 2,250 2,250
57BO04FR1 4,130 4536 4,185
BO71670DX8 3,500 3512 3,500
545818820 4508 4,448 4502
658268007 2,122 2,086 2,080
B559155FNO 14,181 14,159 14,179
B77EE0UPSE 5,065 5,225 5,064
TO7E86B#3 2,520 2,695 2,520
708223509 2,250 2,232 2,250
T4966N Akd 3,980 3,000 3,000
T8B106GNS 4,832 4773 4,764
786134PE5 21,151 23,136 21,645
912828H45 5,756 5,585 5,808
912828PPS 3,282 3,738 3,582
912828XL9 1,810 1,798 1,808
913366BU3 3,500 4587 3,673
949746Q8 16512 1,489 1,489
96634R A5 4,975 4,906 4,976
POSG46ADE 4,084 4,086 2,984
Total 3 245107 % 255348 % 248,772
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e. Real Estate
Real estate assets (excluding land held for sale) were disposed of at a net realized loss of
$82,000 and $2,721,000 during 2015 and 2014, respectively. The disposed assets primarily
consisted of office buildings for both 2015 and 2014.

The Company owns certain properties with the intent to develop and sell the land. Lots are
listed and sold through licensed real estate brokers following planned marketing and sale
methods. Timing of sales is determined by market conditions, and the Company recognized a
gain on the sale of these lots of $2,645,000 and $2,344,000 as of December 31, 2015 and
2014 respectively.

During 2015 and 2014, the Company recorded OTTI on real estate assets of $166,000 and
$1,043,000, respectively. The other-than-temporarly impaired assets were related to
properties that were intended to be sold at a reduced listing price.

f.  Other Invested Assets

During 2015 and 2014, the Company recorded OTTI in the other invested assets portfolio of
$20,516,000 and $11,269,000, respectively. The other-than-temporarily impaired investments
were generally mature partnerships that had completed their initial investment period. Some
were in the process of liquidating investment holdings. These partnerships may have
experienced losses due to poor performance of a specific investment, poor performance of a
particular sector, or unfavorable market conditions in general. As there was no clear
indication of full recovery of value of these investments, OTTI losses were realized.

The Company believes that no additional other invested assets in the portfolio are other-than-
temporanly impaired. In making this determination, the Company considers severity of
impairment, age of the partnership, percent of the total commiiment funded, performance of
the underlying invesiments, sector of the underlying investiments, and the intent and ability of
the Company to hold the investment until the value has fully recovered.

Low Income Housing Tax Credits (LIHTC)
The schedule of LIHTC unexpired tax credits and the required holding periods as of December
31, 2015 are listed as follows:

Years of Required
Unexpired Holding
Entity Description Tax Credits Period
MAHF XvI 3 2019
MO TAX VI 1 2017
MAHF XVIII 5 2021
MAHF XIX 5 2021

None of the above LIHTC properties are currently subject to any regulatory reviews or
contingent commitments.

Transferable and Non-transferable State Tax Credits

The camrying value of transferable state tax credits and fotal unused transferable state tax
credits were not material to the Company as of December 31, 2015 and 2014. The Company
did not hold any non-transferable state tax credits as of December 31, 2015 and 2014

28



American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

g. Derivative Instruments
Derivative financial instruments utilized by the Company during 2015 included interest rate
swap agreements and TBA dollar roll securiies. The Company ulilized only interest rate
swapsin 2014,

The Company entered into interest rate swap agreements in order to mitigate interest rate risk
with respect to the Company's investment portfolio and general operations. All interest rate
swap instruments are subject to enforceable master netting agreements and the Company
elects to net derivative asset and derivative liability positions with the same counterparty on
the consolidated statutory balance sheets. Cash collateral payable (receivable) is netted with
derivative assets (liabilities) and the net amount is recorded as derivatives assets (liabilities)
on the consolidated statutory balance sheets. TBA dollar roll securties are not subject to
enforceable master netting agreements and thus there is no netting of derivative asset and
derivative liability positions with the same counterparty on the consolidated statutory balance
sheets. No collateral is exchanged related to TBA dollar roll securities.
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Derivative instruments as of December 31, 2015 and 2014 are as follows:

2015
Statement of Changes in
{in thousands of dolf ars) Balance Sheet Policyholders' Surplus
Notional Amount
Derivatives designated as: {Par) Value Purpose Classification Fair Value Classification Realized
Non-hedqging instruments
Asseats:
hWanage Cerivatves Unassignead
Intarest rate sw aps $ 20,000  Duration {Assats) $ 333 surplus 5 (2,708)
Generata Cerivatves Unassignead
TBAs B0,750 Income (Assats) £3,038 surplus 10
Ligbilities:
hWanage Cerivatves Unassignead
Intarest rate sw aps 1,068,200 Curation (Lighilitias ) (1,785} surplus 7.3758
Generata Cerivatves Unassignead
TBAs 54,475 Income (Lighilitias ) (h4.782)  surplus &
Total open positions $1,201,425 $ B804 $ 4688
Closed
hWanage Rezlized capital
Intarest rate sw aps $ 871,200  Curation NA gain {loss) $ (27,2000
Generata Rezlized capital
TBAs 2,881,764 Income Wi gain {loss) 582
Total closed positions $ (26,608)
Total $ (21,8200
2014
Statement of Changes in
{in thousands of dolf ars) Balance Sheet Policyholders' Surplus
Notional Amount
Derivatives designated as: Value Purpose Classification Fair Value Classification Realized
Non-hedging insfruments
Asseats:
hWanage
interest rate Cerivatves Unassignead
Intarest rate sw aps $ 120,000  risk {Assats) 5 3,041 surplus % (34,479)
Ligbilities:
hWanage
interest rate Cerivatves Unassignead
Intarest rate sw aps 1,005,000 risk (Lighilitias ) (158,794)  surplus (17,483)
Total open positions $1,135,000 $(15,753) $ (51,972)
Closed
hWanage
interest rate Rezlized capital
Intarest rate sw aps $ 265,000  risk NA gain {loss) $ (4,142)
Total closed positions $ (4,142)
Total 3 (56.114)
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The following table provides gross and net amounts for the Company’s derivative instruments:

2015

Amounts Not Offset on Balance
Sheet

{irr thousands of dollars )

Securities

Cash Collateral Collateral
Derivative s Counterparty (Received) NetAmounton (Received)
Designated as: Gross Amount Netting Pledged Balance Sheet Pledged Net Am ount
Assets & 70,542 & A TAVEN - & 63,371 & - & 63,371
Liabilties (63,738 7171 332 (55,235) 918 (56,317)
Total ;3 G804 & - & 332 & 713 % 218§ 8,054
2014
{irr thousands of dollars ) Amounts Not Offset on Balance
Sheet
Securities
Cash Collateral Collateral
Derivative s Counterparty (Received) NetAmounton (Received)
Designated as: Gross Amount Netting Pledged Balance Sheet Pledged Net Am ount
Assets & 4,147 § (1,108 % (2,610 % 431 & - & 431
Liabilties (19,900} 1,108 20,436 1,642 14,291 15,833
Total ;3 (16,763) % - & 17826 & 2,073 % 14291 & 16,364

Collateral pledged as initial margin to the Chicago Mercantile Exchange (CME) is not subject
to a master netting agreement and is therefore excluded from collateral pledged (received) in
the previous table.

Counterparty credit risk is evaluated closely to ensure that the party or collateral backing the
derivative transaction will meet the financial obligations of the contract. For bilateral over-the-
counter interest rate swap transactions the amount of counterparty exposure depends on the
creditworthiness of and collateral provided by the counterparty. The Company actively
monitors and evaluates the financial qualifications of counterparties to its swap agreements
and requires these counterparties to provide sufficient collateral security through the execution
of a legally enforceable Credit Support Annex (CSA). The CSA requires collateral to be
exchanged when predetermined exposure limits are exceeded and permits either party to net
collateral transfers due for rransactions covered under the agreements. As of December 31,
2015 and 2014, the Company pledged bonds with a carrying value and fair value of $918,000
and $14,291,000, respectively, as collateral to counterparties. Bonds pledged by the Company
as collateral are included in bonds on the consolidated statutory balance sheets. There were
no bonds pledged by counterparties to the Company as of December 31, 2015 and 2014. The
Company pledged cash of $240,000 and $656,000 as collateral to counterparties and
counterparties pledged $0 and $2,610,000 in cash collateral to the Company as of December
31, 2015 and 2014, respectively. Cash collateral pledged to (by) the Company is netted with
derivative assets (liabilities) on the consolidated statutory balance sheets as previously
described.
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Certain OTC swap contracts were transacted and cleared through the central clearinghouse at
the CME, where the CME serves as the counterparty for both parties to the swap contract.
Rather than directly posting collateral to/from a traditional counterparty as in a bilateral
agreement, the Company posts initial and variation margin per CME's requirements. Initial
margin, which may consist of cash and/or securities, protects against “shock” events and is
not used to settle market value variation movements. After initial execution of the swap
contract, the CME uses a market-standard model to price {mark to market) accepted trades,
and that price serves as the basis for variation margin requirements. Similar to the movement
of collateral between countemparties in a hilateral agreement, centrally cleared swap contracts
require variation margin to be posted (received) by the Company as the market value of the
swap contract moves further out of (into) the money. As of December 31, 2015 and 2014, the
Company pledged initial margin of $849,000 and $50,000 in cash and bonds with a carrying
value and fair value of $5,432,000 and $0, respectively, to the CME. In addition, the Company
pledged $93,000 and $19,781,000 in cash as variation margin to the CME as of December 31,
2015 and 2014, respectively. The CME posted no cash or securities as variation margin to the
Company as of December 31, 2015 and 2014. Cash pledged as variation margin by (to) the
Company is netted with derivative assets (liabilities) on the consolidated statutory balance
sheets as previously described. Bonds pledged by the Company as margin are included in
bonds, available-for-sale, on the consolidated statutory balance sheets.

The Company does not exchange collateral with counterparties in relation to TBA dollar roll
securities.

Counterparty credit exposure by counterparty credit rating as it relates to open derivative
positions as of December 31, 2015 and 2014, is as follows:

2015
{in thousands of doflars)
Number of Notional {Par) Credit Exposure, Net
Rating Counterparties Value Exposure of Collateral
Centrally Cleared 1 3 991,200 $ - $ -
AA- 1 500 - -
A+ 3 67,140 - -
A 6 92,985 40,263 40,263
A- 2 36,080 14,393 14,393
BBB+ 1 13,520 8,715 8,715
Total 14 $ 1,201,425 3 63,371 3 63,371
2014
{in thousands of doflars)
Number of Credit Exposure, Net
Rating Counterparties Notional Value Exposure of Collateral
Centrally Cleared 1 3 670,000 $ - $ -
A+ 2 330,000 3,041 431
A 1 85,000 - -
A- 1 50,000 - -
Total 5 $ 1,135,000 3 3,041 3 431
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h. Netlnvestment Income

Net invesiment income for the years ended December 31 is summarized as follows:

{in thousands of dolfars} 2015 2014
Bonds $ 225284 $ 252,167
Common stocks 48,675 45 562
Real estate 44 378 44 289
Other 88,217 92,741
Total investmentincome 406,554 434,759
Investment expenses {(112,157) {104,463}

Netinvestmentincome $

294 397 $ 330,296

4, Income Taxes

The components of the net deferred tax assets (liabilities) at December 31 are as follows:

{fn thousands of dollars) 2015 2014

1. Ordinarny Capital Total Ordinary Capital Total

(a) Gross deferred tax assets (DTAs) $ 7HB285 % - § TFEE2E5 § Fare11 % 1,858 § 789.289
(b} Statutory valuation allowance adjustment 1,343 - 1,343 1,641 - 1,641
(e} Adjusted gross deferred tax assets ((a) -(b) 754,942 - 754,942 785,970 1,688 7aT.e28
(d) Deferred tax assets nonadmitted 39 - 39 B85 - B85
(e} Subtotal (net deferred tax assets) ((c) - (d)) 754,903 B 754,903 785,585 1,858 7TAT.543
(i Deferred tax liablilities 100,108 254,618 364,922 55,694 368,771 454,665
(@) Net admitted deferred tax assets ((g) - (M) % 654797 F§  (2B4.3186) F 369.981 % 699.991 § (367.113) § 332.878

2015 2014
2. Ordinarny Capital Total Ordinary Capital Total
Admission calculation components of SSAP Mo, 101
(@) Fed inctaxpaid in prior years recovthrough loss carrybacks § 217008 % - § 217008 $ 147180 % 1,858 § 148218
(b} Adjusted gross deferred tax assets expected to be realized
[Excluding the amount of deftax assets from (a) above after
application ofthe thresheold limitation (the lesserof b(1) and
b2 below) 199,967 - 199,967 225213 - 2R2E213
1. Adjusted gross deferred tax assets expectedtobe
realized following the balance sheet date 199,967 - 199,967 225213 - 225213
2. Adjusted gross deferred tax assets allowed per
limitation threshold pai e i ey a70.E18 pai e R 831,608
(e} Adjusted gross deferred tax assets (excluding the ameount
of deferred tax assets from (a) and (b) above) offsetby
gross deferred tax liabilitie s 337,928 - 337,928 413,512 - 413,512
(d) Deferred tax assets admitted as the result of application of
SSAP 101, Total (a)+{b)+(c) % 7E4.903 § - § 754903 % 7e5&25 § 1,858 § 7AT.543
3. 2015 2014
(=) Ratio percentage used to determine recovery period
and thresheld limitation armount T29% TB3%
(b} Armmount of adjusted capital and surplus used to determine
recovery period and threshold limitation in 2{0)2 above $e1828198 § 5.781.221
2015 2014
Ordinarny Capital Total Ordinary Capital Total
<. Percent Percent Percent Percent Percent Percent
Impact of Tax Planning Strat egies
(@) Adjusted gross OTAs
(% of total adjusted gross OTAS) - - - - - -
(b} Met admitted adjusted gross DTASs
(% of total net admitted adjusted gross OTAS) - - - - - -
(c ) Does the company's tax-planning strategies include the use of reinsurance? Mo Mo
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The components of current income tax expense (henefit) are as follows:

{in thousands of dofars} 2015 2014

Current Income Tax
Federal $ 120,332 $ 1,916
Foreign - -
Subtotal 120,332 1,916
Federal incom e tax on net capital gains 100,936 119,208
Utilization of Net Capital Loss Carryforward -
Other - Audit, Over and Underaccrual {9,320} 14,692
Federal and foreign incom e taxes incurred $ 211,948 $ 135,816

The main components of the net DTAs and DTLs as of December 31 are as follows:

fin thousands of dollars) 2015 2014
DTAs
Ordinary
Discounting of unpaid los ses $ 48,287 $ 55,103
Uneamed premiums 205,666 189,667
Investments 12,308 10,848
Compensation and benefits accrual 294,181 297,283
Pension accrual 63,989 72587
Nonadmitted assets 125,336 117,232
Tax credit carryforward - 37,430
NOL carryforward 1,339 1,641
Other (including items <5% of total ordinary assefs ) 5,179 5820
Subtotal 756,285 787611
Statutoryvaluation allowance adjusiment 1,343 1641
Nonadmitted DTAs 39 85
Admitted ordinary deferred tax assetfs 754,903 785,885
Capital
Investments - 796
Other - 902
Subtotal - 1658
Statutoryvaluation allowance adjusiment - -
Nonadmitted DTAs - -
Admitted capital deferred tax assets - 1,658
Admitted deferred tax assets $ 754,903 $ 787,543
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fin thousands of dolfars) 2015 2014
DTLs
Ordinary
Investments $ 5249 $ 3679
Fixed assets 94 605 81,686
Other (including item s <5% of ibtal ordinary liabiliies 52 329
Subtotal 100,106 85,694
Capital
Investments 284616 367 602
Other - 969
Subtotal 284 616 368 771
Deferred tax liabilities 364,922 454 665
Net deferred tax assets (liabilities) $ 369981 $ 332878
The components of the change in net deferred tax as of December 31 are as follows:
fin thousands of dollars) 2015 2014 Change
Total DTAs $ 754942 $ 787,628 $ (32,686)
Total DTLs 384,922 454,665 (69,743)
NetDTAs (DTLs) $ 370,020 $ 332,963 37,057
Tax effect ofinvestmentunrealized gains {losses) (62,446)
Foreign exchange gains (losses) (42)
Employee and agentbenefit plans 16,590
Pension (7,369)
Change in net deferred tax $ (16,210)
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The actual federal income tax expense on operations for 2015 and 2014 differed from expected tax
expense (beneft) as follows:

2015 2014
Tax Effect Effective Tax Effect Effective

{trt thous ands of dolfars) Amount at 35% Tax Rate Amount at 35% Tax Rate
Ingome (loss) before tax expensea $787.466 $ 279,113 3500 % $862,709  $ 201,048 25.00 %
Tax exempt interest (81,706) (258,597) {3.58) {110,583) {38,708) {4.49)
Cividends received deduction {34,807) {12,182) {1.53) {33,465) {11,713) {1.36)
Tax-axempt interast and dividend deduction
praration 17,422 5,085 0.76 21,235 7,432 0.86
Treasury infation protected secunties R3 19 - 3] 21 -
50% meals and entertainmeant adjustment 2,778 a73 012 2.540 388 010
Cither curmrant year pemmanent items 813 288 0.04 (22,220 N EE (080
Change in prior y ear pemanent items 1,248 437 0.05 a7 288 003
Nonadmitted assets {20,588) (¥,2086) {0.80) {31,864) {11,152) {1.29)
Audit interest {196) (69) {0.01) {1,587) (559) {0.08)
Excluded gain on stock contribution (28,628) (10,370 1,303 {1,663 BE2) (007
Dafared tax balance and audit adjustments an (32} - 4,033 1,412 016
Valuation allowance {852) (298) {0.04) {1,072) {375) {0.04)
Other &) {1 - 295 138 0.02
Foraign tax credit and penalties (38) 3 - Q1)) 4 -
Taxable income {loss) $6651,880  $ 228,158 2861 % 3688304 § 241257 27.96 %
Feadearal income tax incurrad 211,848 2658 135,816 15.74
Change in net deferred income tax 16,210 2.03 105,441 12.22
Total statutory income taxas (excluding taxes

on unreglized gains/lossas) $ 228,158 2861 % $ 241 257 2796 %

{in thousands of dolfars)
The Companyreported the following loss camry forwards:

12{/31/2015 12{/31/2014
AMT credit camy forwards , which do notexpire, in the amount of. $ - $ 37,430

The following are income tax expenses incurred in the current and prior years that are available
for recoupmentin the eventoffuture netlosses:

Year Amount

2015 % 236,922
2014 223,210
2013 24339

On a consolidated basis the Company reported the following carry forwards available for recoupment

12{/31/2015 12{/31/2014
AMT credit camy forwards , which do notexpire, in the amount of. $ - $ 37,430

On a consolidated basis the following is income taxexpense for 2015, 2014, and 2013 thatis available for
recoupmentin the event of future netlosses:

Year Amount

2015 % 231,118
2014 166,785
2013 45,974
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The guidance for accounting for uncertainty in income taxes prescribes a minimum recognition
threshold a tax position is required to meet before being recognized in the financial statements.
Interest and penalties on tax uncertainties are dassified as a federal tax expense. The total
amount of interest accrued was $441,000 and $536,000 as of December 31, 2015 and 2014,
respectively. The Company does not expect to have a significant change in unrecognized tax
benefits in the next twelve months.

The examinations of the Company’s consolidated federal income tax returns for the years 2011
and prior are closed, and the years 2012 through 2014 remain open under the IRS statute of
limitations. The examinations of Homesite Group Inc. and Subsidiaries’ federal income tax return
(filed separately until 2014) for the years 2011 and prior are closed, and the years 2012 through
2013 remain open under the IRS statute of limitations. Homesite and its subsidiaries are currently
under federal audit for tax year 2013.

5. Employee Benefit Plans

The Company has non-contributory pension plans (herein referred to as the “Plans™ covering
substantially all employees except for those employees of PGC or Homesite. For AFMIC
employees hired before January 1, 2009, and Agency Sales Managers hired before January 1,
2010, the benefits are based on years of credited service and highest average compensation (as
defined in the Plans). For employees hired on or after January 1, 2009, and Agency Sales
Managers hired on or after January 1, 2010, benefits are determined under a cash balance formula
(as defined in the Plans). The asset valuation method used in 2015 for the funding calculation was
the Two-Year Smoothed Value method. The new benefit restrictions, required under the Pension
Protection Act of 2006, do not apply in 2015 given the funded status of the Plans.

The Company's two qualified pension plans merged as of December 31, 2015, This merger does
not impact the valuation of the qualified pension plan’s net assets or benefit obligations.

The Company provides certain health care benefits to substantially all employees and contribute
toward eligible employees’ postretirement health care using a fixed amount for each year of eligible
service. Certain employees may also receive health care benefits upon refirement via conversion
ofunused sick days earned prior to 2008. In addition, the Company provides most employees with
a life insurance benefit, for which the Company absorbs substantially all of the cost The
Company's portion of the costs of these programs is unfunded. The Company sponsors no other
significant postretirement benefit plans and uses a measurement date of December 31 for valuing
pension and other postretirement benefit plans.
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The following table reflects the pension plans’ funded status, the Company's accoued
postretirement benefits liability, and amounts recognized in the Company’s consolidated statutory
balance sheets at December 31:

GChange in benefitobligation {in thousands of dollars)

Pension Benefits

Owverfunded Underfunded
2015 2014 2015 2014
1. Benefitobligation atbeginning of year $ - § - $ 1,070,535 $ 869,608
2. Sendce cost - - 48 855 40,043
3. Intesrestcost - - 40,242 38,653
4. Contibuton by plan participants - - - -
5. Actuarial {gain)loss - - (13,401; 176,820
£. Foreign currency exchange rate changeas - - - -
7. Benefits paid - - (60,184) (54,690)
8 Plan amendments - - - -
9. Business combinations, divestitures,
curtzilments, setiemeants, and special
termination benefits - - - -
10. Benefitobligation, end of year % - 3 - $ 1,086,147 $ 1,070,535
Postretirement Benefits
Owverfunded Underfunded
2015 2014 2015 2014
1. Benefitobligation atbeginning of year $ - $ - $ 55,707 $ 50,061
2. Sendce cost - - 3,326 3,058
3. Intesrestcost - - 2,087 2,248
4. Contibuton by plan participants - - - -
5. Actuarial {gain)loss - - (2,864) 1,675
£. Foreign currency exchange rate changeas - - - -
7. Benefits paid - - (2,184) (1,336)
8 Plan amendments - - - -
9. Business combinations, divestitures,
curtzilments, setiemeants, and special
termination benefits - - - -
10. Benefitobligation, end of year % - 3 - % 56,082 % 55,707
Postemployment & Compensated Absence Benefits
Owverfunded Underfunded
2015 2014 2015 2014
1. Benefitobligation atbeginning of year $ - $ - $ 65,723 $ 59,288
2. Sendce cost - - 39,418 35,882
3. Intesrestcost - - 42397 538
4. Contibuton by plan participants - - - -
5. Actuarial {gain)loss - - - -
£. Foreign currency exchange rate changeas - - - -
7. Benefits paid - - (40,267) (39,986)
8 Plan amendments - - - -
9. Business combinations, divestitures,
curtzilments, setiemeants, and special
termination benefits - - - -
10. Benefitobligation, end of year $ - % - % 68,171 $ 65,723
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(in thousands of dollars)

Change in plan assets

Fair value of plan assets at beginning of year
Actual return on plan assets

Foreign currency exchange rate changes
Reporing entity contribution

Plan participants' contributions

Benefits paid

@ "egenpga

Business combinations, divestitures, and
settlern ents
h. Fairvalue of plan assets at end of yvear

Funded status

Crverfunded
a. Assets (nonadmitted)
1. Prepaid benefit costs
2. COwverfunded Plan assets
3. Total assets (nonadm itted)
Underfunded
b. Liabilities recogniz=d
1. Accrued benefitcosts
2. Liability for pension benefits
3. Total liabilities recogniz=d
c.  Unrecognized liabilities

Components of net periodic benefit cost

Service cost

Interest cost

Expected return on plan assets
Increm ental (asset) !/ obligation
Prior service cost/ (credit)
Actuarial (Gain)/ loss

Sain orloss recognized due to

@ meoo0oa

a settlemn ent or curtailm ent
h. Metpericdic cost

Pension Postretirement
Benefits Benefits Postemployment
2015 2014 2015 2014 2015 2014
F 749341 F 731,827 - % - - k3 -
(3.225) 58,205 - - - -
82,637 3,898 2,184 1,336 40,267 39,988
(80,184} (54,690) (2.184) (1,338) (40,267 (39,9886)
$ 7E8569 F 748.341 - il - - 3 -
Pension Postretirement
Benefits Benefits
2015 2014 2015 2014
ki - % - - % -
ki - % - - % -
$ 15.043 $ 42,880 88,323 F 854,791
302,536 278,334 2.231) S16
$ 317579 F 321,194 56,0892 F 85,707
S - B - - B -
Postemployment
Pension Postretirement & Compensated
Benefits Benefits Absence Benefits
2015 2014 2015 2014 2015 2014
F 48,955 $ 40,043 3,336 F 30589 39,418 F 38,882
40,242 38,654 2,087 2548 4,297 539
(49,604} (53,640) - - - _
(3.650) (3.669) - - _ _
(7.084) (7.083) 187 187 - -
25,075 9,599 126 122 - -
[=1=] 1,328 - - - -
$ 54819 $ 252289 8,718 F 5,586 43,718 F 36,421

The Company recognized additional pension expenses in connection with settlement accounting
which resulted from lump sum distributions exceeding service and interest cost during the year of
$865,000 and $1,325,000 for 2015 and 2014, respectively.
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{In thousands ofdollars)

Amounts in unassigned funds (surplus) recognized as components ofnetperiodic benefit cost

Pension Postretirement
Benefits Benefits
2015 2014 2015 2014
a. Items notyetrecognized as a component of
netperiodic cost- prior year $278,335 $116,152 $ a16 $ (480)
b. Nettransition assetor obligation recognized 3.816 3,784 - -
Metprior service costor credit arising
during the period - - - -
d. Netprior service costor creditrecognized 7,084 7,083 (157) (157)
e. Netgain and loss arising during the period 37,629 162,355 (2,864) 1,675
f. Netgain and loss recognized (24,328) {(11,039) {(126) (122)
g. Items notyetrecognized as a component of
netperiodic cost - current year $ 302,536 $ 278,335 $ 2231y % a16

Amounts in unassigned funds (surplus) expected to be recognized in the next fiscal yvear as components
ofnet periodic benefitcosts

Pension Postretirement
Benefits Benefits
2015 2014 2015 2014
a. MNettransition assetor obligation $ (3.650) $ (3.650) % - $ -
b. Netprior service costor credit (7,096) (7,085) 157 157
c. Netrecognized gains and losses 25,812 23,526 75 134

Amounts in unassigned funds (surplus) thathave not yetbeen recognized as components ofnetperiodic
benefit costs

Pension Postretirement
Benefits Benefits
2015 2014 2015 2014
a. MNettransition assetor obligation $ (18,084) $ (21,900) % - $ -
b. Netprior service costor credit (45,995) (53,080) (5,300) (5,143)
c. Netrecognized gains and losses 366,615 353,314 3,069 6,059
Weighted-average assumptions used to determine net 2015 2014
periodic benefit cost as of December 31:
a.Weighted-average discount rate 3.83 % 462 %
b. Expected long-term rate of return on plan assets 675 7.50
c.Rate of compensation increase 3.25 3.75

Weighted-average assumptions used to determine projected

benefit obligations as of December 31:

d. W eighted-average discount rate 419 % 3.83 %
e. Rate of compensation increase 3.50 3.25

40



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements
December 31, 2015 and 2014

The pension accumulated benefit obligation at December 31, 2015 and 2014 was $922 003,000
and $927 580,000, respectively.

Assumed health care cost trend rates do not have a significant effect on the amounts reported for
the health care plans.

Annual rates of increase in the per capita costs of 7.25% and 7.50% (Pre-G5) and 6.75% and
7.00% (Post-65) of covered health care benefits were assumed for 2015 and 2014, respectively.
Rates will gradually decrease to 5.00% by 2022.

Expected Cash Flows

Information about the expected cash flows for the pension and other postretirement benefits plans

follows:

Postretirement
Benefits

Pension

{in thousands of dofars} Benefits

Employer contributions

2016 (expected) $3,821-$588,718 % 3,354
Expected benefit payments

2016 75,366 3,354
2017 80,384 3513
2018 83,284 3,673
2019 86,479 3,971
2020 89,313 4,162
2021 - 2025 472 580 23,985

Expected contributions include a qualified pension benefits contribution within the range of $0
(minimum contribution) and $584,897 000 (maximum contribution) and postretirement contribution
of $3,354,000 expected to be paid from the Company's assets in 2015.

The expected long-term rate of return on funded plan assets was 6.75% and 7.50% in 2015 and
2014, respeciively. The expected rate of return on plan assets is based upon an analysis of
historical returns and long-term capital market assumptions for each asset class. The expected
returns by asset class contemplate a risk free interest rate environment as of the measurement
date and then add a risk premium. The risk premium is a range of percentages and is based upon
information and other factors such as expected reinvestment returns and asset manager
performance. Finally, an underlying inflation assumption is incorporated to determine the overall
expected long-term rate of return assumption.

The target allocation, asset allocation, and fair value of plan assets for the Company's pension
plans at the end of 2015 and 2014, by asset category, follow.

Fair Value of Plan
Assets, Year End

{inthousands of dollars) Percentage of Plan

Target Allocation Assets, Year End

AssetCategory 2015 2014 2015 2014 2015 2014

Equity 55 % 54 % 56 % 55 % § 423 811 § 401,487
Debt 40 40 38 37 292818 276,147
Private equity 5 5 5 T 37,303 49,090
Commodities - 1 - - - -
Other (cash and cash equivalents) - - 1 1 7.963 9,686
Total 100 % 100 % 100 % 100 % § 761,806 § 736,330
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The overall investment objective of the Plans is to maximize the risk adjusted return on assets over
a long-term period, while ensuring the Plans are able to meet current and future obligations to plan
participants. The primary considerations in developing target asset allocations are the Plans’
overall investment objective, the investment objectives for the various assets, the necessary level
of diversification, and maintaining an acceptable level of risk. The existing allocations are within
the Company’s tolerance for variation from target allocation.

The Plans’ equity allocation seeks to provide long-term returns with a diversified basket of domestic
and international equity securiies and mutual funds. The Plans invest in actively managed
domestic and international mutual funds and equity portfolios that seek to diversify equity risk,
generate long-term growth of capital, and outperform benchmark indices. Actively managed equity
allocations represent 36% and 35% of Plan assets at December 31, 2015 and 2014, respectively.
The Plans also invest in a passively managed domestic large cap equity index portfolio that seeks
to mirror the risk characteristics and return performance of the Russell 200 Index. This portfolio
comprised approximately 20% of Plan assets at both December 31, 2015 and 2014.

The pension bond fund seeks to maximize total return by investing in fixed income securities. The
fund offers diverse exposure to the fixed income market by investing in a combination of
investment grade bonds including corporate debt securities, U.S. Treasury and agency securities,
mortgage-backed securities and asset-backed securities, and cash equivalents. The objective is to
outperform Barclays’ U.S. Aggregate Index. This fund comprised 34% and 37% of Plan assets at
year end 2015 and 2014, respectively. The Plans’ bond allocation also includes an investment in a
multi-sector fixed income value fund, representing 4% and 0% of Plan assets at year end 2015 and
2014, respectively.

The altemative invesiments objective is to add diversification and produce superior long-term
returns when compared to more traditional investment opportunities. This fund comprised 5% and
7% of Plan assets at year end 2015 and 2014, respectively.

The Company has no significant concentrations of risk within Plan assets.

Plan assets at fair value are categorized in the same manner as Company assets, based on the
reliability of inputs to the valuation techniques as described in Note 1{c).
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Below is a summary of significant valuation techniques specific to Plan assets:

Level 1 Measurements

Equity Securities:

Common Stocks: Comprised of actively traded, exchange listed U.S. and international equity
securiies. Valuation is based on unadjusted quoted prices for identical assets in aclive markets
that the Plan can access.

Bonds. U.S. Govemment Securities. Comprised of U.S. Treasuries valued based on unadjusted
quoted prices for identical assets in active markets.

Shori-term Invesiments: Comprised of aclively raded money market funds that have daily quoted
net asset values for identical assets that the Plan can access.

Level 2 Measurements

Equity Securities: Mutuat Funds: Comprised of non-actively traded U.S. and international funds,
including the multi-sector fixed income value fund, priced by the fund manager using observable
inputs primarnly consisting of quoted prices of the underlying investments.

Bonds: Corporate Bonds and Notes, Foreign Bonds, and Municipal Bonds: Valued using the
market and income approaches based on inputs including quoted prices for identical or similar
assets in markets that are not active, benchmark yield curves, bid/ask spreads, credit quality, and
projected cash flows.

Level 3 Measurements

Limited Partnerships: Valued using capital account valuations as reported by the various limited
partnerships, which approximates fair value.
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The following table summarizes the Plan’'s financial assets measured at fair value on a recurring
basis as of December 31, 2015 and 2014

Assets at fair value as of December 31, 2015

fin thousands of dollars) Level 1 Level 2 Level 3 Total
FAnancial assets
Bonds
U.S Governmentsecurities $ 58,455 % - % - % 58,455
Corporate bonds and notes - 173,103 - 173,103
Municipal bonds - 799 - 799
Foreign bonds - 24278 - 24278
Equity securiiies
Common stocks 188,330 - - 188,330
Mutual funds - 271,665 - 271665
Short-term investments 7,963 - 7,963

Limited partnerships® - 37,303 37,303

Total financial assets at fair value $ 254748 % 469,845 $ 37,303 $ 761,896

Assets at fair value as of December 31, 2014

fin thousands of dollars) Level 1 Level 2 Level 3 Total
FAnancial assets
Bonds
U.S Governmentsecurities $ 14588 % - % - % 14588
Corporate bonds and notes - 217,200 - 217,200
Municipal bonds - 1,312 - 1,312
Foreign bonds - 43,047 - 43,047
Equity securiiies
Common stocks 181,752 - - 181,752
Mutual funds - 219,715 - 219,715
Short-term investments 9,686 - - 9,686

Limited partnerships® - 49,090 49,090

Total financial assets at fair value $ 206026 % 481,274 $ 49090 % 736,390

* Limited parinerships were valued using 9/30 capital accountvaluations provided by the various limited
partnerships, adjusted for any capital calls made and distributions received between 9/30 and 12/31.

All transfers into or out of a particular level are recognized as of the beginning of the reporting
period. The Plan transferred $9,686,000 of short-term investments from Level 2 to Level 1 in 2014
as a result of a review of current pricing methodologies. The transferred money market funds are
valued based on unadjusted quoted prices in markets that are considered to be generally active
and therefore meet the characteristics of Level 1 financial asset

There were no other transfers into or out of Level 1, 2, or 3 during 2015 or 2014.
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The table below sets forth a summary of changes in the fair value of the Plan's Level 3 assets for
the year ended December 31, 2015 and 2014:

Limited Partnerships

{in thousands of dofiars) 2015 2014
Balance, beginning of year* $ 49,090 $ 71,554
Purchases, sales, issuance and settlements, net {(11,787) {(22,464)
Balance, end of year* $ 37,303 $ 49,090

*Based on 9/30 capital accountvaluations provided by the various limited partnerships, adjusted for any capital calls
made and distributions received between 9/30 and 12/31.

Other Plans

AFMIC and consolidated property and casualty subsidiaries also participate in a qualified
contributory 401(k) plan (herein referred to as the “Plan™). Substantially all employees of AFMIC
are eligible to enter into the Plan. Employee participation in the Plan is optional; participants
contribute at least 1%, but no more than 30% of base compensation, subject to Internal Revenue
Service limitations. AFMIC is required to make contributions each payroll period, as defined, to a
trust fund. These contributions are based on a formula with a 100% match on the first 3% of
eligible contributions plus 50% on the next 2% of eligible contributions. The Company’s maximum
annual contribution is 4% of eligible confributions. AFMIC recognized expense of $18,005,000 and
$17,433,000 related to the Plan in 2015 and 2014, respectively.

Homesite sponsors a defined contribution 401{(k) plan for which substantially all Homesite
employees are eligible to participate. Under the Homesite plan, Homesite's matching contribution
is equal to 50% of each participant's contribution, subject to a maximum of 5% of the participant’s
eligible compensation. Expenses related to the Homesite plan of $4,271,000 and $3,620,000 were
recognized during 2015 and 2014, respectively.

A liability of $48,197 000 and $45,933,000 was accrued for earned but unused vacation as of
December 31, 2015 and 2014, respectively. A liability of $18,695000 and $13,531,000 was
accrued for unused sick leave as of December 31, 2015 and 2014, respectively.

6. Agent Contract Termination Payments

Exclusive agents of American Family are eligible to receive payments upon termination after a
period of covered service. Years of service exclude time under an advance compensation plan,
not to exceed two years. For agents appointed prior to January 1, 2009 that have more than 10
years of covered service, payments are based on a percentage of service fees during the period of
up to 12 months prior to termination {as defined in the agreement). For agents appointed on or
after January 1, 2009 that have eight or more years of covered service, payments are based on a
cash balance formula that utilizes sales and service fees (as defined in the agreement).

The Company uses a measurement date of December 31 for their agent contract termination
payments plan.
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The following sets forth the status of the agent contract termination payments plan's obligation
reconciled with amounts reported in the Company's consolidated statutory balance sheets at
December 31:

{(in thous ands of dollars) 2015 2014
Change in benefit obligation
Benefit obligation at beginning of year $ 675,164 $ 575,156
Service cost 28,396 24 501
Interestcost 26,034 26526
Confribution byplan participants - -
Actuarial (gain}loss {35,406) 82 5886
Foreign curency exchange rate changes - -

Benefits paid (34,181) (33,607)
Plan amendments - -
Business combinafions, divestitures,

curtailments, setlements, and special

termination benefits - -
Benefit obligation, end of year $ 660,007 $ 675,164

Change in plan assets

Fair value of plan assets atbeginning of year $ - $ -
Actual return on plan assets - -
Foreign curency exchange rate changes - -
Reporting entity contribution 34,181 33,607
Plan participants' contributions - -
Benefits paid (34,181) (33,607)
Business combinations, divestitures, and

setlements - -
Fair value of plan assets atend of year $ - $ -

Funded status

Overfunded
Assets
Prepaid benefit costs $ - $ -
Overfunded Plan assets - -
Total assets $ - $ -
Underfunded
Liabilities recognized
Acorued benefit costs $ 713,796 $ 681,552
Liability for pension benefits {53,789) {6,388)
Total liabilities recognized $ 660,007 $ 675,164
Unrecognized liabilities $ - $ -
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(in thousands of dollars) 2015 2014
Components of net periodic benefit cost
Service cost $ 28,396 $ 24501
Interest cost 26,034 26526

Expected return on plan assets - -
Amortization of unrecognized fransition

obligation or fransition asset - -
Amount of recognized {gains Mosses {(142) (5,345)
Amount of prior service costrecognized 12,137 12,137
Amount of gain or loss recognized due to

a setlem ent or curtailment - -
Net periodic cost $ 66,425 $ 57 819

Amounts in unassigned funds {(surplus)recognized as components of net periodic benefitcost

2015 2014
ltems not yetrecognized as a component of
netperodic cost - prior year $ (6,388) $ (82,184)
Net transition asset or obligation recognized - -
Net prior senice costor creditarising
during the period - -

Net prior senice costor creditrecognized (12,137} (12,137}
Netgain and loss arising during the period (35,406) 82,5886
Netgain and loss recognized 142 5,345
ltems not yetrecognized as a component of

net perodic cost - current year $ {53,789) $ (6,388)

Amounts in unassigned funds (surplus ) expected to be recognized in the next fiscal year
components of net periodic benefitcosts

2015 2014
Net transition assetor obligation $ - $ -
Net prior sendice costor credit 12,137 12,137
Netrecognized gains and losses {(157) {(137)

Amounts inunassigned funds (surplus) thathave not yetbeen recognized as components of
netperiodic benefitcost

2015 2014
Net transition assetor obligation $ - $ -
Net prior sendice costor credit 13,472 25609
Netrecognized gains and losses (67,260) (31,997}
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2015 2014
Assumptions used to determine projected benefit
obligation as of December 31:
Discount rate 430 % 3.9 %
Service fees increase
AFMIC
First 8 years after appointment 21.00 21.00
After first 8 years of appoiniment 3.25 3.25
ASIC
First 6 years after appointment 8.00 8.00
After first 6 years of appoiniment (4.00) {4.00)
Expected return on plan assets N/A N/A
Assumptions used to determine net periodic benefit
cost as of December 31:
Discount rate 3.95 4.75
Service fees increase
AFMIC
First 8 years after appointment 21.00 21.00
After first 8 years of appoiniment 3.25 3.25
ASIC
First 6 years after appointment 8.00 8.00
After first 6 years of appoiniment (4.00) {4.00)
Expected return on plan assets N/A N/A

The accumulated benefit obligation at December 31
$579,689,000, respectively.

Expected Cash Flows

Information about the expected cash flows for the agent contract termination payments plan follows:

{in thousands of doftars}
Expected contract termination payments

, 2015 and 2014 was $570,739,000 and

2016 33,085
2017 35,919
2018 38,350
2019 41,489
2020 43,648
2021-2025 245 415

The above table reflects vested benefits expected to be paid from the Companies’ assets.
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7.

Property and Casualty Loss and Loss Adjustment Expense Reserve

Activity in the loss and loss adjustment expense reserve for property and casualty insurance,
including health insurance, is summarized as follows:

{in thousands of doftars} 2015 2014

Netbalance as of January 1 $ 3,540,838 $ 3,367,903

Incurred losses and loss adjustment expenses related to

Cumrent year 4516,251 4 564,486

Prior years {303,153) {140,789)
Total incurred 4,213,098 4,423,697

Paid losses and loss adjustment expenses related to

Cumrent year 2,807,012 2,890,335

Prior years 1,362,165 1,360,427
Total paid 4,169,177 4,250,762

Netbalance as of December 31 $ 3584759 $ 3,540,838

The estimated cost of loss and loss adjustment expenses attributable to insured events of prior
vears decreased by $303,153,000 and $140,789,000 during 2015 and 2014, respectively, as a
result of re-estimation of unpaid losses and loss adjustment expenses. The lines of business
prnmarily affected were Private Passenger Auto Liability and Homeowners/Farmowners. Increases
or decreases of this nature occur as the result of claim setiements during the current year, and as
additional information is received regarding individual claims, causing changes from their original
estimates of individual claims. Recent loss development trends are also taken into account in
evaluating the overall adequacy of unpaid losses and loss adjustment expenses.

Related Party Transactions

AFMIC guarantees loans, notes and other debt and financial obligations of any kind incurred by
AFFS to a maximum $10,000,000 at December 31, 2015 and 2014. There was no outstanding
prncipal or interest guaranteed by AFMIC at December 31, 2015 and 2014.

AFMIC and ASIC each agreed to lend up to a maximum of $5,000,000 in short-term demand notes
to AFFS in 2015 and 2014. AFFS had no outstanding short-term demand notes payable to AFMIC
or ASIC at December 31, 2015 and 2014.

As of December 31, 2015 and 2014, on a consolidated basis, the Companies reported
$148,058,000 and $57,745000, respectively, due from affliates and $126,746,000 and
$30,914,000, respectively, due to affiliates. Terms of the settlement require that these amounts be
settled within 90 days.

49



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Notes to Consolidated Property and Casualty

Statutory Financial Statements

December 31, 2015 and 2014

AFMIC has agreed to provide certain management and information systems services to its wholly-
owned subsidiaries. AFMIC shares certain administrative, occupancy, marketing and tax expenses
with other affiliated companies. Such expenses are allocated by AFMIC at cost in proportion to
estimated ufilization. Allocation methods are refined periodically to reflect current operations and
resources utilized by the Company. In addition AFMIC is allocated expenses from its wholly-owned
subsidiaries as a result of certain information systems and administrative services provided to the
Company. These expenses are allocated to AFMIC at cost either in proportion to estimated
ufilization or via spedific identification.

In 2015, AFMIC contributed $51,473,000 to AmFam, Inc. of which the majority was used to provide
capital support to PGC and support the Companies’ non-insurance business developments. In
2014, AFMIC contributed $8,119,000 to AmFam, Inc., of which the majority was used to support
the Companies’ non-insurance husiness development efforts.

During 2014, as part of an overall equity portfolio rebalancing, certain equity positions were
transferred from AFMIC to AFLIC for cash consideration. The total amount transferred was
$18,093,000, which represents the market value of the transferred equities as of the transfer date.

During 2015, the Company received a cash distribution of $18,000,000 from AlA.
9. Commitments and Contingencies

The Company has various leases for property and equipment used in the normal course of
business. These lease commitments are summarized in Note 1(j).

The Companies are contingently liable for cessions to reinsurers to the extent that any reinsurer
might be unable to meetits obligations assumed under the various reinsurance contracts.

AFMIC enters into contractual agreements that require capital contributions to limited partnerships.
These contributions are recorded on the consolidated statutory financial statements as other
invested assets. Capital is typically contributed to the partnerships over multiple years. At any
time, AFMIC will have commitments to the partnerships that have not yet been funded. As of
December 31, 2015 and 2014, AFMIC was obligated to contribute $435 983,000 and
$352,947.000, respectively, in additional capital to various limited partnerships. These
contributions are callable under the commitments to the partnerships over the lives of the
partnerships.

The Companies are at times involved In lawsuits which are related to their operations. In most
cases, such lawsuits involve claims under insurance policies and other contracts of the Companies.
Such lawsuits, either individually or in the aggregate, are not expected to have a material effect on
the Companies’ consolidated statutory financial statements.

From time to time, mandatory assessments are levied on AFMIC and its insurance subsidianes by
the property and casualty guaranty fund associations of states in which the Companies are
licensed. These assessments are to cover losses to policyholders of insolvent or rehabilitated
insurance companies. Guaranty fund assessment liabilities, as of December 31, 2015 and 2014,
were $20,999,000 and $25,267 000, respectively. Guaranty fund assets related to future premium
tax credits were $13,296,000 and $12,949 000 for the years ended December 31, 2015 and 2014,
respectively. Such estimates are subject to change as the associations determine more precisely
the losses that have occurred and how such losses will be allocated to insurance companies.
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10. Structured Settlements

AFMIC has purchased annuities of which the claimant is the payee, but for which AFMIC is
contingently liable. At December 31, 2015 and 2014, the present values of all such annuities were
$112,596,000 and $118,799,000, of which $56,163,000 and $58,723,000 were from nonaffiliated
life insurers, respectively.

11. Capital and Surplus, and Dividend Resfrictions

Outstanding shares of subsidiary and affiliate common stock are as follows:

Issued & Par

Company Authorized Qutsanding  _ Value

ASIC 10,000 6,000 $ 500
AFIC 850 300 10,000
ASICO 850 100 10,000
MIC 50,000 35,000 100
HMW 20,000 16,280 215
HCA 200,000 52,000 50
HCT 50,000 45,400 100
HIC 5,000 3,250 1,000
HIL 100,000 10,000 100
HNY 10,000 10,000 100
HGA 10,000 10,000 100
HFL 100,000 100,000 10

HLTX - - -

The Companies’ surplus may be available for distribution to its policyholders. Such distributions as
dividends may be subject to prior regulatory approval. AFMIC paid $1,521,000 and $1,377,000 of
workers’ compensation policyholder dividends in 2015 and 2014, respectively. There were no
restrictions placed on the Companies’ surplus, including for whom the surplus is being held.

The portion of unassigned funds (surplus) represented or {reduced) by cumulative gross unrealized

gains (losses) was $2,002,112,000 and $2,149431,000 at December 31, 2015 and 2014,
respectively.
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12. Reinsurance

The following table summarnzes assumed and ceded unearned premiums and the related
commission equity at December 31:

2015
Assumed Ceded Assumed Less Ceded
fin thousands Unearned Commission Unearned Commission Unearned Commission
of dollars) Premiums Equity Premiums Equity Premiums Equity

3 93,093 % 17696 $ 151436 % 2901 $ (58343) 8% 14795
Totals $ 93,093 % 17696 $ 151,436 $ 2901 $ (58,343) $ 14,795

Directunearned

premium
reserve $ 2900595
2014
Assumed Ceded Assumed Less Ceded
fin thousands Unearned Commission Unearned Commission Unearned Commission
of dollars) Premiums Equity Premiums Equity Premiums Equity

3 57,887 § 6,958 $ 171,118 % 2649 % (113,231) % 4309
Totals $ 57,887 § 6,958 $ 171,118 % 2649 $ (113,231) $ 4309

Directunearned
premium
reserve $ 2732674

Earned premiums ceded under reinsurance contracts during 2015 and 2014 were $161,087,000
and $255,636,000, respectively. Written premiums ceded under reinsurance contracts during 2015
and 2014 were $141,405,000 and $234,181,000, respectively. Unearned premiums ceded under
reinsurance contracts were $151,436,000 and $171,118,000 at December 31, 2015 and 2014,
respectively. lLoss and loss adjustment expenses ceded under reinsurance contracts were
$110,631,000 and $86,040,000 for the years ended December 31, 2015 and 2014, respectively.

These ceded reinsurance transactions do not relieve the Company of its primary obligation to the
policyholder.

13. Environmental Reserves

AFMIC has environmental exposure from its business owners, other commercial multiple peril and
general liability policies. The environmental claims include Superfund, Landfills and Underground
Storage Tanks. Since the Company wrote very little commercial lines business prior to the
introduction of the absolute polluion exclusion, its exposure to Superfund claims is immaterial to
the Company. AFMIC also has environmental exposure from its participation in reinsurance pools.

AFMIC’s methodology for reserving for reported losses is to establish a liability based on what
AFMIC estimates it will ultimately pay. For Bulk and IBNR reserves, AFMIC has established a loss
adjustment expense reserve for its anticipated defense of such claims. This reserve was based on
1) an assessment of its amount of exposure (yearly writings), 2) the types of business written, and
3) loss and loss expense experience to date.
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14.

The following are AFMIC’s environmental reserves reported net ofreinsurance at December 31:

{inn thousands of dofars} 2015 2014
Ernvironmental

Beginning reserves $ 3,941 $ 3,700
Incurred losses and loss adjustment expenses 2,218 1,050
Calendar year payments for losses and loss

adjustment expenses {(2,511) {809)
Ending reserves $ 3,648 $ 3,941

Of the environmental reserves reported above, $2,700,000 and $2,900,000 relate to IBNR loss and
IBNR loss adjustment expense reserves as of December 31, 2015 and 2014, respectively.

Long-Term Debt

The Company is a member of the FHLBC. The general nature of the FHLBC agreement is to
provide a platform which provides the Company with the ability to receive advances from the
FHLBC as a member of the bank. Through its membership, the Company has a 30-year fixed rate
advance of $500,000,000 which was issued November 20, 2013. The Company pays monthly
interest to FHLBC at a fixed annual interest rate of 5.12%, and principal is due in a balloon
payment at the end of the advance’s 30-year term. The Company paid $25,956,000 in interest on
the advance during both 2015 and 2014 and recorded accrued interest of $2 204,000 at both
December 31, 2015 and 2014. The advance is fully collateralized with stock and qualified
securiies. The shares in FHLBC stock are considered Class B shares not eligible for redemption,
and are recorded as common stocks in the consolidated statutory balance sheet.

The following summarizes general account FHLBC capital stock balances as of December 31:

2015 2014

Shares ouistanding 100,000 100,000
fin thousands of doflars)

Membership stock - Class B $ 4,849 $ 5,203
Activity stock 5,151 4,797
Aggregate otal - carrying value 10,000 10,000
Actual or estimated bormowing capacity 500,000 500,000
Collateral pledged - fair value 703,413 693,721
Collateral pledged - camying value 686,183 668,437
Tofal borrowing 500,000 500,000

Borrowing capacity is calculated as the carrying value of FHLBC stock multiplied by 50, less any
outstanding advances. The Company's borrowing capacity net of outstanding advances was $0 as
ofboth December 31, 2015 and 2014.
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Homesite Underwriting AFMIC
{in thousands of dodars) ASIC ASICO AFIC MIC Entiies Consol. AFMIC Eliminations RefHo. Consol.
Admitted Assets
Bonds b 305,623 b 7,188 b 23,002 b 4,093 b 281,978 7,508,611 b - 8,128,385
Commaon stocks, including inv estments in unconsolidated subsidiaries - - - - - 4,201,709 (708,223 13 3,492, 486
Real estate (net of accurnulaed depreciation of $231,727) - - - - 245,871 245,671
Cash, cash eguivalents and shorterm investmans 41,943 1,548 5,264 5,068 41,256 494 605 580,604
Receivables for securies 31,754 2 2 1 - 78,488 110,258
Deriv atives 7.068 - - - - 56,303 63,371
Cther inv ested assets - - - - - 851,150 851,150
Total cash and inv ested assets 386,388 8,748 29,276 10,862 323,234 13,433,748 (709,223 13,483,135
Property and casualty premiums receiv able and agents’ balances 33,648 - 225 s} 148,024 1,277,802 (172,734 )] 1,268,088
Accrued inv estnentincome 24541 164 282 23 1,176 7,679 84,075
Income Bxes receiv able 48 10 47 288 551 - (804 (2,04 -
Deferred tax assets - - 3 - 255 370118 {385) 4 369,961
Electonic data processing equipment and sofiv are (nef - - - - - 12,7 12,017
Oter asses 20,342 1,497 5,224 2,070 135,600 170,213 (152,858) (2,09 182,088
Total admitted assets b 442,665 b 10,419 b 35,069 b 13,379 b 609,840 b 15,343,877 b (1,036,164 b 15,419,386
Liabilities
Property and casualty loss and loss adjustment expense resenve $ ] b - b g b - b - $ 3,702,257 b {117.508) (3 %5 3,584,759
Property and casualty unearned premiums - - - - 2,042 481 2,642 481
Drafts outstanding 9,826 803 4,655 - - 81,757 77,44
Agent contract tarmination payments - - - - - BE0,007 BE0, 007
Employ ee pension and other benafits - - - - - 373,60 373,671
Income Bxes pay able - - - - - 28,407 (15,753 ] 12,685
Deferred tax liability 83 - - - N2 - {385) 4 -
Debt - - - - 502,204 502,204
Payable for securiies 28,620 - - - - 144,275 173,096
Derivatives 10,003 - - - - 45,232 56,235
Accrued ex penses and other liabilifes 55,888 1,516 7,084 591 282,450 479,495 (193,288) (3 633,746
Total liabiliies 104,629 2,418 12,048 591 282,762 8,840,767 (326,941) 8,916,285
Policyholders’ Surplus
Special surplus funds - - - - - 1,250 1,250
Unassigned surplus 338,336 8,000 23,021 12,766 327,078 8,501,840 (709,223) i 8,501,840
Total policy holders™ surplus 338,336 8,000 23,021 12,766 327,078 6,503,080 (709,223) 8,503,080
Total liabilifies and palicy holders™ surplus b 442,665 b 10,419 b 35,069 b 13,379 b 609,840 b 15,343,877 b (1,036,164 b 15,419,386

References
(13 Elimination of afiliated common stock of propery and casualty subsidiaries.
(2 Elimination of intercompany pay ablesirecaivables and intercompany balances related to undenwriing expenses reinsurad.
(3 Elimination of afiliated reinsurance pramium.
(4 Wetincome taxes and defarred txes.
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Homesite
Georgia

8,50

Eliminations

RefHo.

Homesite Underwriting
Entities Gonsal.

BT

Homesite Homesite Homesite Homesite Homesite Homesite
Califarnia Ingurance Indemnity inois Mi dwest New York
Admitted Assets
Bonds % 30,818 % 71678 % 3506 % 6,21 % 106,308 % 1285
Gommon stocks, including inv estments in unconsolidated subsidiaries - - - - -
Real estate - - - - -
Cash, cash equivalents and shortterm inv estments 1,043 2935 1,194 1,928 2273 1,120
Receiv ables for securties - - - - -
Deriv atives - - - - -
Cther invested assets - - - - -
Total cash and invested assets 31,866 74514 34,210 8,209 128,04 13,985
Property and casualty premiums receiv able and agents’ balances 12,858 48,202 14129 2,925 73,250 8822
Accrued inv estmentincome 143 330 123 19 48
Income faxes receivable - - 401 10 231
Deferred tax assets - 14 13 a1 -

Electronic data processing equipment and softw are (net) - - - - -

(30,326)

1102)

(21,50

2

3

m

135,600

16,788

{52, 357)

E03, 840

Ciher assets 3.918 10259 2609 T 133,650 1,769
Total admitted assets $ 45,825 $ 134146 $ 1,488 $ 11,945 $ 339,608 $ 24,354

Liabilities

Property and casualty loss and loss adjustment expense resenve ki - ki - % - % - % 21,870 %

Property and casualty unearned premiums - - - - -
Drafts outstanding - - - - -
Agent confract termination payments - - - - -
Employ ee pension and aher benefits - - - - -

5,068

(21,50

1102)

(30,326)

m

3

2

Income taxes payable T =23 - - -

Dreferred tax liability 12 - - - 28

Debt - - - - -

Payable for securties - - - - -

Deriv atives - - - - -

Accrued expenses and cther liabilities 12,083 48,282 11,621 2.T6S 216,736 g
Total liabilities 1210 43,576 11,621 2.T6S 230,58 FR=

a7

{52,.357)

Policyholders® Surplus
Special surplus funds - - - - -

1701

1701

16,788

{52,357)

Unassigned sumplus 36716 85,770 39864 9177 100,716 16,433
Total policyhdders' suplus 36,716 85,770 39,864 9177 100,716 16,433
Total liabiliies and policyhalders' sumlus % 43,85 % 134,146 % 51,435 % 11,845 % 339,608 % 24,354
References

(1) Elimination of imtercompany payables/receiv ables and intercompany balances related to underw riing expenses reinsured.
(2) Elimination of afiliated reinsurance premium.
[3) Metincome fat es.
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{in thousands of doflars)

Admitted Assets
Bonds
Commaon stocks, including investments in unconsolidated subsidiaries
Real estte (net of accumulated depreciaton of $222,455)
Cash, cash equivalents and shorttarm inv estments
Recaivables for securifes
Derivaty es
Other invested assets
Total cash and inv esed assets
Property and casualty premiums receiv able and agents’ balances
Accrued inv estment income
Dekrred bx asses
Electronic data processing equipment and softw are (nef
Other asses
Total admited assats
Liabilities
Property and casualty loss and loss adjustment expense resery 2
Property and casualty unsarned premiums
Drats outstanding
Agent contract ermination payments
Employ 22 pension and other benefits
Income taxes payable
Dabt
Payable for securifes
Derivaty es
Accrued expenses and oher liabilifes
Total liabiliies

Policyholders’ Surplus
Special surplus funds
IUnassigned surplus

Total policy holders” surplus

Total liabiliies and policy holders™ surplus

References

Homesite Underwriting

ASIC ASICO AFIC MIC Enfities Consol. AFMIC Eliminations
b 38,190 b 7002 5 23,004 4,473 b 266,665 5 7,163,605 b 2,677
- - - - 4,200,624 (683,355)
- - - - 238,164
24,694 1,134 804 8,540 46,408 360,981 (21,677)
2 2 1,032
- 431
1,762 744,956
343,104 8,138 23,810 13,013 314,836 12,730,003 (683,355)
25,788 - 129 49 120,473 1,202,984 (149,141}
2,64 159 7 17 1,254 73,869
(70) 1,381 331,567
- - - - - 15,073
43,218 808 1,713 7 86,543 146,918 (186,813)
b 414,761 b 9,155 5 25,823 13,086 b 524 487 $ 14500524 b (1,018,306)
b 4 b $ b - b 3,624,924 b (84,131
- - - 2,619,443
13,587 LX)l 3.712 69,220
- - 675,164
- - - 376,901
112 1 (368 81,615 (13,978)
- - 502,204
32 53,119
- - - - - (1,642)
70,380 915 5,006 jeie) 207,814 469,483 (236,845)
85,452 1,447 8,718 626 207,814 8,470,441 (334,554
- - - - 221,959 1,465 (221,959)
328,300 7,708 17,205 12,460 94,714 5,028,518 (461,396)
328,300 7,708 17,205 12,460 316,673 6,030,083 (683,355)
b 414,761 b 9,155 5 25,823 13,086 b 524 487 $ 14500524 b (1,018,306)

(13 Eliminaton of afiliated common stock of propery and casualy subsidiaries.
2y Eliminaton of intercompany pay ables/receivables and inercompany balances related © undenwriing expenses rainsured.

(
(3 Eliminaton of afiliated reinsurance pramium.
{4y Eliminaton of intercompany sale of bonds.
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AFMIC
Consol.

b 7804516
3,517,468
238,164
441,185

1,036

43

746,728

12,749,629

1,200,202
76,311
332,676
15,073
93,444

b 14,469,627

b 3,540,838
2,618,443
87,050
675,164
378,80
88,397
502,204
53,431
(1,642
517,758

8,438,044

1,465

8,028,818

6,030,083

b 14,469,627
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Hom esite Homesite Hom esite Hom esite Homesite Homesite Hom esite Homesite Homesite Homesite Underwriting
Califarnia Insurance Indemnity inais Midwest New Yark Georgia Lloyds (TX) Florida Eliminations Ref No. Entities Consol.
Admitted Assets
Bonds $ 2963 3 BEEIZ B 0,8 3 6229 98,512 3 12634 % 87T & 5000 % 8394 § - 3 FEEES
Gommon stocks, including imv estments in unconsdidated subsidiaries - - - - - - - - - -
Real estate - - - - - - - - - -
Cash, cash equivalents and short4em inv estments 2,830 5,463 2,976 1,768 25,889 1,401 1,888 1,623 2583 46,409
Receiv ables for securities - - - - - - - - - -
Deriv atives - - - - - - - - - -
Cherinv ested assets - 1,178 = - - - - - - 1,762
Total cash and inv ested assets 32,504 73,350 34,380 7,99 124,410 14,035 10,636 6E30 10982 - 314,836
Property and casualty premiums receivable and agents’ balances 9878 40,839 13,080 2,924 G860 7374 3.210 TATE 35 [22,245) ] 12043
Accrued inv estment income 121 213 144 13 B85 g4 x 2 2 1,454
Defarred tar assets 130) 598 244 @0 400 221 (70 14 13 1,381
Electronic data processing equipment and softw are (net) - - - - - - - - - -
Cther assets 1,566 9835 224 1,218 ar. 426 1715 arz ] T4 (19, 418) () 86,043
Total admitted assets i 44,008 i 124,785 $ 40,054 $ 12,245 b 1,392 $ 23,399 $ 14,675 $ 14, 460 $ 11129 b [41,661) b 24, 487
Liabilities
Property and casualty loss and loss adjustment expense reserve k] - % - % - % - % 18416 % - % - % - % - k] (19.416) 1) % -
Property and casually uneamed premiums - - - - - - - - - -
Drafts outstanding - - - - - - - - - -
Agent confract termination pay ments - - - - - - - - - -
Employ ee pension and other benefits - - - - - - - - - -
Income taxes pay able - - - - - - - - - -
Debt - - - - - - - - - -
Payable for secunties - - - - - - - - - -
Deriv atives - - - - - - - - - -
Accrued ex penses and other liabiliies 7814 4067 2 11,10 31F 183,176 7,145 3.020 3,836 194 [22,243) ] 27,814
Total liabilties 7814 40,672 1,101 31T 172592 7143 3.0 3,886 194 (41,661} 207,814
Policyholders” Surplus
Special suplus funds 26,860 35,210 LT 8,300 64,092 9600 7,500 14,525 9806 221,968
Unassigned surplus 9,544 29,003 13,776 218 34,208 BES0 3,680 (3, 901) 1131 94714
Total policy holders' sumplus 36,194 84,213 38,853 3,118 92,799 16,250 1,586 10,624 10935 - G D
Total liabilties and policy holders’ surplus b 44,008 $ 124,785 $ 40,054 $ 12,245 b 1,392 $ 23,399 $ 14,675 $ 14, 460 $ 11129 b [41,661) $ 524, 487

References
(1) Elimination of intercompany pay ables/receiv ables and intercompany balances related tounder rting expenses reinsured.
(2) Elimination of affiliated reinsurance premium.
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Year Ended December 31, 2015

Hom esite Underwriting AFMIC
{in thousands of doffars} ASIC ASICO AFIC MIC Entities Consol. AFMIC Eliminations RefNo. Gonsol.
Premium s and other incom &
Property and casually premiums samed $ - $ - $ - - $ - $  BEIITH $ - $  BEIITH
Wetimv estment income £ 529 752 775 ) 2558 784,204 794397
Netrealized investment gains {losses) 7,490 - i {29) 2556 196 285 206 3
Other income 1.2 - - - 33 27,765 26 786
Total premiums and other income 13,007 752 778 16 5147 714 558 T1681 278
Losses and expenses
Property and casually losses and loss adjusiment
expenses incurred - 4213 0538 4213 0538
Undeny rifing ex penses {1,135) 2,150,192 2,145 057
Dividends to poicy holders - 1,607 1,607
Total osses and ex penses - - - - {1,135) 6364 897 6363 T62
Income {loss) before income tax ex pense (banefif) 13,007 282 778 16 6,282 777 1M 797 66
Income tax {benefif) 3925 {10) {4n (299) 1,805 206 574 211 948
Netincome (loss) $ 9,082 $ 292 $ 825 35 $ 4477 $ 570 527 $ - $ 585518
Spedial surplus funds
Beginning balance $ $ $ $ $ 1,465 $ - $ 1,485
ACA Fee Assessment {215) {215)
Ending balance 1,250 1,250
Unassigned surplus
Beginning halance 329 309 7,708 17 205 12,460 36,673 6,028 618 (683 355) ] 6,028 618
Netincome (loss) 9,082 292 325 315 4477 570 527 585 518
Net change in unrealized capital gains (losses) ofinvesiments, -
net of deferred income 53 - - - 79 {84,8395) {15,868) 2 {100 789)
Change in nonadmitied assets - 27 46 13 2539 (22, 418) {19,791
Change in net dekrred income tax it} 27) {55) {1,449) {14649 {16.210)
Pensicn & fermination benefits adjusiments - - - - 17124 17124
Other {78) - 5,000 - 4917 7531 {10,000 (2 7370
Ending balance 338 336 8,000 23,02 12,788 327078 501 840 (T09,223) 501 840
Total policy hdders' surplus $ 338 336 $ 8,000 $ 23,02 12,788 $ 327078 $ 6503000 $ (T09,223) $ 6503000
References:

{1) Eliminafion of property and casually subsidiaries’ surplus.

{2) Eliminaton of unrealized gain related to affiliatd common stock of property and casualty subsidiaries.
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Homesite Homesite Homesite Hom esite Homesite Homesite Hom esite Homesite Homesite Hom esite Underwriting
California Insurance Indemni ty linois Midweat New York Georgia Lloyds (TX) Flarida Eliminations RefNo. Entitiea Consal.
Premiuma and other income
Property and casualy premiums eamed 3 - 3 - 3 - 3 - 3 - 3 - 3 - 3 - - 3 - 3 -
Metinv estment income 290 720 Kk a1 230 116 a1 | 62 2,558
Met realized inv estment gains (losses) 337 Fa 254 142 1,088 10 63 - a0 2556
Cther income - 33 - - - - - - - 33
Total premiums and dherincome 627 1,27 631 193 1,969 23 144 bl M2 - 5,147
Losaes and expenses
Property and casually losses and loss adjustment
& penses incumed - - - - - - - - - -
Undenw riing expenses (1) (615) (76) 75 (249 (63 (36 (108 16 {1,138)
Div idends to policy holders - - - - - - - - - -
Total lcsses and ex penses (1) (615) (76) 75 (249 (63 (36 (108 16 f {1,138
Income (loss) before income tax ex pense (benefi) 703 1,842 ¥ 118 2213 286 180 12 %5 - 6,282
Inzome tax |beneft) 403 3 24 20 623 (109) 113 4 43 1,808
Met income (loss) 3 303 3 1,461 3 433 3 93 3 1,825 3 3% 3 53] 3 a0 3 & 3 - 3 4,477

Special surplug funds
Begnning balance 3 - 3 - 3 - 3 - 3 - 3 - 3 - 3 - 3 - 3 - 3 -

ACA Fee Assessment - - - - - - - - - -

Ending balance - - - - - - - - - - -

Unassigned surplus

Eegnning balance 36194 24,213 33,983 9118 93,301 16,280 11,835 10,624 10,935 316,673
Metincome (loss) 303 1,461 433 93 1,825 3% B3 a0 Lo 4,477
Met change in unrealized capital gains (losses) of inv estments,

net of deferred income tax 1 @9 (30) - 3 1 - - - 79
Change in nonadmitted assefs 100 B46 7E (38 1.FE - - - - 24539
Change in net defered income tax 13 (491 (247 o] (631) (213) 51 2 13 {1,449
Pension & termination benefits adjustments - - - - - - - - - -
Cther - - - - (33) - - 4,000 - 4,917
Ending balance 36716 33,770 39,064 177 100716 16,433 11,701 13,706 10,956 - IF 07
Total pdicy holders' surplus 3 36716 3 23,770 3 39,964 3 177 3 100716 3 16,433 3 11701 3 18,706 3 10,956 3 - 3 3F 7R
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American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Supplemental Schedule of Consolidation

Consolidated Property and Casualty Statement of Income
Year Ended December 31, 2014

Hom esite Underwriting AFMIC
{in thousands of doffars} ASIC ASICO AFIC MIC Entities Consel. AFMIC Eliminations RefNo. Consol.
Premium s and other incom &
Property and casually premiums earned $ - $ - $ - $ - $ - $ 6252337 $ - $ 6262337
Netinv estment income 4,604 287 875 17 8774 10,739 330,296
Netrealized inv estment gains {losses) 5367 - - - 30,067 513,805 549 229
Other income 387 - - - 1,210 3413 34954
Total premiums and other income 14,584 287 375 17 A6 FARRNI - 7166816
Lesses and expenses
Property and casually losses and loss adjustment
expenses incured - - - - - 4,423 697 4, 423 697
Undenwriing ex penses - - - - - 1,879,451 1,879,451
Dividends to pdicy holders - - - - - 960 960
Total osses and expenses - - - - - 6304108 - 6304108
Income (loss) before income tax expense (beneff) 14,584 287 875 17 40,04 806 904 - 862 708
Income tax {beneff) 4256 18 45 (369 {15810 147 676 135816
Netincome {loss) $ 10328 $ 269 $ a0 $ 186 $ 56,851 $ 659,228 $ - $ 726,892
Spedial surplus funds
Beginning balance $ - $ - $ - $ - $ 22198 % 1,250 $ (221,959) % 1,250
ACA Fee Assessment - - - - - 215 215
Ending balance - - - - 771 959 1865 221,559 R
Unassigned surplus
Beginning balance 18649 7439 16,384 12,098 83,799 5,790,445 (438 367 {1 5,790,447
Netincome (loss) 10328 269 830 186 55,851 659,228 726,892
Net change in unrealized capital gains (losses) ofinv estments,
net of deferred income tax 3 - - - {14,506 {143 060) (23,029 vl {180,628)
Change in nonadmitted assets - - ] (24 (2,230) (28.929) 31.192)
Change in net deferred income tax 126 - - - (28172 {77.395) {105,441)
Pension & terminafion benefits adjustments - - - - {155593) {155,593)
Other 29 - - - (28) {16,078) {15,867)
Ending balance 329309 7708 17,205 12,460 94714 6,028,518 (461,396) 6,028,618
Total pdicy holders' surplus $ 329309 $ 7,708 $ 17,205 $ 12,460 $ M6673 $  a030083 $ (A& 355 $ 6,030,081

References:
{1) Eliminafion of property and casualty subsidiaries’ surplus.
{2) Eliminafon of unrealized gain related to afiliated common stbck of property and casualty subsidiaries.
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American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Supplemental Schedule of Consolidation

Consolidated Property and Casualty Statement of Income
Year Ended December 31, 2014

Homesite Homesit Homesite Homesi Homesit Homesite Homesit Homesite Homesi Homesite Underwriting
Caifornia Insurance Indemnity Ilinois Midwest Mew ¥ ork Geordia Lleyds (TX) Flotida Eliminations  RefNo Entities Consol.
Fremiums and other income
Property and casualty premiums samed ) . ) . ) . ) . ) - 1 - . 1 . 1 . 1 1 .
et it estmert income el 224G 1461 185 1,47 195 245 14 1% 774
Met redized ity estment gains Josses) 3,25 9,062 4174 & 9, w2 1,4% 1,231 1" $5 16067
Cther incame T G2 Fizd] &) pon ) 42 44 1,214
Total premiums and other income 42% 11,963 5,555 15 13,387 235 1,540 i) 525 A 6
Losses and sxpenses
Fropey and casualty lesses avd loss adjustrent
expenses incural
Underw riting e penses
Dividends to policy halders
T otal berefits and axperses - - - - - - - -
Income oz before income ta adperse deneft) 425 11,863 5555 15 13,387 235% 1,546 it 52§ A Gl
Ihearme ta expehse haneft) 1, 14) 1,739) (708 ) 19956) 352 {454 {702 B2 {15, &1
Met income floss) ] 5, 40 ] 1,546 ] 4, 2653 ] G ] 2274 ] 290 1,944 ] e ] 1,245 ] ] 55, 851
Specid surplus funds
Baginring balahce common stadt
Beginting baance paid in capital ) 26,530 ) 35,210 ) 25 7 ) a0 ) 64 542 ) 4,600 7 00 ) 14525 ) 4,605 ) ) P )
SSAPIGR - - - - - - - - - -
Enditg balaree 75,85 .20 BT W [EY X 7900 14575 3FH B
Unassigned surplus
Beginting balahees b ] 25,414 12384 TG a0 509 5,54 1,224 {4 (8] 581 8,799
Met incame (oss) 5, 40 11 646 3] G5 2274 e 1,494 Mo 1,24 55, 851
Met eharge i uhredized capital gains {osses) of inv estments,
et of defemad income tae 1,554) 4, 451) L% - {458 {575) P68 - {178 {14, 546
Charge i horadmitied assets {10) {646) {314) i 1,7 - - i) - (A4
Charge in het defiamad income tax 252 3,504 {2355) {535) {11,393) 1,231) a6 {767) &8 X% T2
Penzion & termination benefits adustmerts - - - - - - - - - -
Cther - b - - 6] - - - - 28
Enditg balaree 4344 G0 13,776 15 a4 2% 630 1,655 4, %1) 1,131 44714
Total policy halders' sumlus ] 1618 ] #4213 ] 15 953 ] 4118 ] 85,799 ] 16,250 11,553 ] 16,624 ) 16,415 ] ] 116,471
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American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries

Supplemental Schedule of Consolidation

Consolidated Property and Casualty Statement of Cash Flows

Year Ended December 31, 2015

Hom esite Underwriting

(it thousands of dofars) ASIC ASICO AFIC MIC Enlities Consol. AFMIC Elim in ation s
Cash wom Operations
Premiums collectad, nat of reinsurance $ 18,049 $ 1,061 $ 328 {12,824} b 7,806 $ 5,751,274 $ {43, 28T}
Netirv estment income 10,384 302 71 63 4,480 364,496
Mizcellaneous income {583} - - - 9603 27,785
Bensft and loss related pay mants {4,608} {598} {5,315} {56} 16,952} (3,532,897} 33,375
Commissions, expenses paid and aggregate write-ns for deductions {734} - - {488} 3,796 {2, 734,614}
Div idends paid to policy holders - - - - - {1,521}
F ederal income tax es {paid} recov ered, net of tax on
capital gains {losses} 5,101} 1} 1} 369 1,110 {259,781}
Net cash from operations 17,407 764 4,217} 12,941} 7,523 524,722 {9,912}
Cash wrom Investmenls
Procesds from investmerts sold, matured, or repaid
Bonds 342,003 - - 3,186 435,896 5,502,887 21,677
Stocks - - - - - 835,968
Real estate - - - - - 3,262
Qther irv ested asses - - - - 1,615 53,6853
MNet gaing or {losses} on cash, cash equivalents and
shortterm irnv estments - - 1} - - 1
Miscellansous procesds 28,607 - - - - 825674
Total irv estment proceads 370,510 - 1} 3,186 43761 6,478,355 21,677
Cost of irv estments acquired {longtemm oy }
Bonds 325,518 220 1,000 3,764 450,279 5,863, 415
Stocks - - - - - 790,558
Capital cortribuiion to afiliae - - - - - 51,473 {5,000}
Real estate - - - - - 22,054
Qther irv ested asses - - - - - 133,968
Miscellansous applications 38,776 - - 1 - 134,136
Total irv estmert acquired 364, 294 220 1,000 3,765 450,279 6,995,594 {5,000}
Net cash from inv estments 5,216 {220} 1,001} 579} {12,758} {517,239} 26,677
Cash wom Financing and Miscellaneou s Sources
Capital and paid in surplus - - 5,000 - 5,000 - {5,000}
Qther cash provided { applied) {6,674} 130} 4,698 10,948 {4, 908} 5,141 9,912
Net cash from financing and miscellansous sources {6,674} {130} 9 698 10,948 92 514 4912
Reconciliation oi Cash, Cash Equivalents and
Short-Term Investments
Net change in cash, cash equiv alerts and shortterm inv estments 16,949 414 4, 480 {2,572} 5,153} 113,624 21,677
Cash, cash equiv alents and shorterm inv estmernts
Beginning of y ear 24,994 1,134 804 8,540 465, 409 380,981 {21,677}
End of y zar § 41,943 § 1,548 § 5,284 5, 968 § a1, 266 § 494, 605 § -
References:

{1} Elimination of the changs in intercom party reinsurance premium.
{2} Elimination of the change in imercomparty [0ss and LAE reinsurance.
{31 Elimination of intercomparty irv estment transactions.
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3

3
(124

$

AFMIC
Consol.

6,732, 407
380,601
36,685
{3,627, 067}
{2,732, 040}
{1,621}

{265, 605}
603,346

6,305, 649
B35, 968
3, 262

65, 268

10
111, 081
311, 238

6,644,196
790,558
46,473
22,054
133,968
172, N3

7,810,152
{498, 914}

5,000
19, 987
24, 987

149, 419

441,185
590,604



American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries
Supplemental Schedule of Consolidation

Consolidated Property and Casualty Statement of Cash Flows
Year Ended December 31, 2015

Homesite Homesite Hom esite Hom esite Homesite Homesite Homesite Hom esite Hom esite Hom esite Undemwriting
California Insurance Indemnity Hlinois Midwest Newr ¥ ark Georgia Llcwds (TX) Florida Eliminations RefNo. Entities Consal.
Cash from Operations
Premiums collected, net of reinsurance H [1.644) 3 X T 498§ 60§ 16,497 H [T 254 3 0% § (487 H . H 7,806
Wet imv estment income 7 1070 554 50 1,858 199 128 10 104 4,450
Mis cellaneous income - 33 - - 9,40 - - - - 9,503
Beneft and loss related pay ments [1,985) (525) 29 307 (15,382 (54) 31 [125) (137 Fed I [16,952)
Commissions, & penses paid and aggregate w rite-ins for deduciions 52 1,808 7T (172 1,571 286 254 385 119 (87T (N0 3,796
Dividends paid to policy holders - - - -
Federal income tas es (paid) recov ered, net oftas on
capital gains (losses) {397} [893) [1.064) (18 1,410 106 [152) [46) (56} (1.110)
Met cash from operations [3.017) (1,487 [1.064) Fied 15,419 [331) 7 1.674) (407 7503
Cash from Investments
Proceeds from inv estments sold, matured, or repaid
Eonds 49,338 102,122 B3N 11,056 165,772 20,547 14314 5,005 14,131 435,896
Stocks
F eal estats -
Other inv ested assets - 1077 538 1,615
M et gains or (losses) on cash, cash equiv alents and
short-term imv estments
Miscellaneous proceeds - - - - - - - - - -
Total inv estment proceeds 49,338 105,199 03,549 11,056 165,772 20,547 14314 5,005 14,131 47,511
Cost of inv estments acquired {long-term onky )
Eonds 50,333 107,025 88377 10,996 172,145 21,058 14,474 4947 13,674 450,279
Stocks
Capital contribution to afiliate
F eal estats
Other inv ested assets
Miscellaneous applications - - - - - - - - -
Total inv estment acquired 50,333 107,025 88377 10,996 172,145 21,058 14,474 4947 13,674 450,279
Met cash from imv estments [995) (3,626 [1.528) 60 (6,373 211} [160) g 57 [(12,768)
Cash from Financing and Miscellaneou s Sources
Capital and paid in surplus - - - - - 5,000 5000
Other cash prov ided (ap plied) 0,730 0,785 410 (178 {12,208 61 209 G54 329 (4,908)
Met cash from financing and miscellaneous sources 2,20 2,785 810 [178) (12,208) 261 209 5,854 329 92
Reconciliation of Cash, Cash Equivalents and
Short-Term Investmen s
M et change in cash, cash equiv alents and short-term inv estments [1,782) (2,528) (1,782) 159 [3,162) (281) 56 3,985 79 (5,153)
Cash, cash equiv alents and shorterm imv estments
Eeginning of y ear 2,80 5,463 2976 1,769 25,900 1,401 1,559 1,623 2,558 46,409
End of y ear 3 1,045 3 295 3 1,194 3 1,928 3 22,738 3 1120 3 1,915 3 5,611 3 2,767 3 - 3 41,256
F eferences:

(1) Elimination of the change in imtercompany loss and LAE reinsurance.
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American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries

Supplemental Schedule of Consolidation
Consolidated Property and Casualty Statement of Cash Flows

Year Ended December 31, 2014

(ire thous ands of doffars)

Cash from Operations
Fremiums collected, net of reinsurance
Net investmert income
Miscellaneous income
Benefit and loss related pay merts
Commissions, ex penses paid and aggregate write-ing for deductions
Dividends paid to palicy holders
Federal income tax es {paid} recov ered, net of tax on
capital gains {losses}
Net cash from operations
Cash from Inveshn enls
Proceeds from irvestmerts sold, matured, or repaid
Bonds
Stocks
Real estate
her irv ested assets
MNet gains or {losses} on cash, cash equiv alerts and
short-=m irv estments
Miscellaneous proceeds
Total irv estment proceeds
Cost of investmerts acquired {longtem only }
Bonds
Stocks
Capital conribution to afiliate
Real estate
her irv ested assets
Miscellansous applications
Total irv estment acquired
Net cash from irv estments
Cash from Financing and Miscellan eous Sources
Capital and paid in surplus
Other cash provided {applied}
Net cash from financing and miscellaneous s ources

Reconciliation o1 Cash, Cash Equivalents and
Short-Term Inveshmen ts

New reporting ertity included in the consolidation
Net change in cash, cash equiv alerts and short-rm inv estments
Cash, cash equiv alernts and shartterm irv estmerts

Beginning of y ear

End of year
References:
{1} Elimination of the change in intercomparty  reinsurance premium.

{2} Elimination of the change in intercomparty loss and LAE reinsurance.

{3} Elimination of inercompary sale of irv estmerts.

Homesite Underyriing

RelHo.

ASIC ASICO AFIC MIC Enliies Consol. AFMIC Eliminations

5,408 $ {302} {10,962} 50 $ {115,402} 6,522,276 $ {180,637}

12,1289 289 585 55 19,543 364, 481

{673} - - - {1,611} 34,131
{2,310} {175} 930 {4 {170,156} {3,647, 456} 70,157

{394) - - {145} {19,756} (2,273,942}

- - - - - {1,377}

{3,138} {17} {45} 472 17,070 {82,727}
11,022 {195} {9,192} 428 {270,312} 915,396 {110, 450}
208,632 - - 27 303,247 4,484 922 {265,974}
- - - - B8, 035 526,845 {6,763}

- - - - - 4,309

- - - - 34,887 48 623

- - - - - 135

552 - - - 2,080 33,136
209,314 - - 27 429,259 5,397,973 {272,737}
207,404 536 3,41 1,230 55,235 4,942 236 {244,297}
) _ _ - - 942,764 {6,763}

- - - - - 5,119

- - - - - 5,078

- - - - 452 158,641

- - - 24 2,080 30,727
207,404 536 3,41 1,254 57,807 6,057,565 {251,060}
1,910 {536} {3,311} {1,227} 371,452 {659,592 {21,677}
{9,962} {1,638} 11, 208 {96} {77,184} {146,096} 110,480
{9,962} {1,638} 11, 208 {96} {77,184} {146,096} 110,480

- - - - 22,453 -
2,970 {2,369) {1,285} {595} 46,409 79,708 {21,677}

22024 3,503 2,088 9,435 - 301,273
24 934 § 1,134 504 5,540 § 46,409 380,981 § {21,677}
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AFMIC
Consol.

M § 6220431
397, 402
31,847
{2} {3,749, 014}
{2,294, 237}

{1,377}

{65,385}
536, 667

3} 4,730,854
3} 909,120
4,308

3,510

135
35, 908
5,763, 836

3} 4,965, €55
3} 936,001
5,119

5,075

159,123

32,841

6,106,517
{342, 981}

{1142} {113, 268}
{113, 268}

22,453
102, 851

336,334
§ 441,185



American Family Mutual Insurance Company and
Consolidated Property and Casualty Subsidiaries
Supplemental Schedule of Consolidation

Consolidated Property and Casualty Statement of Cash Flows
Year Ended December 31, 2014

Hormesite Homesite Hormesite Homes Hormesite Homes Hormesite Homes Hormesite
Calikornia Insurance Indermnity Hinais ¥ cwest Meaw York Georgia Lloyds §TX] Flarida Eliminafons
Cash from Operafons
Premiun 5 collected, net of reirsuraice ¥ {26,658 ¥ {60, 8227) ¥ {ZEET) ¥ {6,981) ¥ 46593 ¥ {11,962) ¥ 18703 3 733 {6,809 ¥ -
Metl it estm ett income 1,975 5.W7 3.0Z7 441 6962 709 s1 3a 540
Misce laneaus incom e - 7z - - 41,687 - - - 4
Benefit and lass related par m ents 13319 B2EI) 14,399 ,547) Faerg 5,148 14851 5,650 14799 7.8
Cammissions, e perses pad and aggregate w rite-irs for dedudions 3,200 483687 43,001 733) 7,610 1,888 1880 513) 411313 7.Bog
Dividends paid to palicy halders - - - - - - - - -
Federal incom e taxes fpad) recovered, net of ta. on
caital gairs {Josses) 1,280 2,661 1,240 338 9216 202 534 T 674
Met cash fram operatiors 100,229 193,51) 142,005 10,311) 126,253 17 598 14,968 110,475) 114,698 R
Cash from Invesiments
Proceeds fram itw estm erts sdd, m aured, o repad
Bands 38596 7432 30920 12,89 O35 17,78 14349 12,252 17,044 {184, BE3)
Stodks 9,099 7605 11,886 - 32979 5529 3,680 - 1,236 12,929
Feal estade - - - - - - - - -
Ohher it ested assets 1,89 10583 8308 - 14113 - - - -
Met gains o losses) on eash cash equiv dents and
shert-term irv estm ents - - - - - - - - -
Mis cellaneaus proceeds 17 B3 178 - 1,008 LiTg LiTg - -
Total inv estrm ent proceeds 48,581 113,165 51,292 12,829 318457 23,09 18081 12,252 18280 18 812
Cast of ity estm ents acquired Jong berm anhy)
Bands B712 16,840 770 1586 192703 4,602 3,086 1,41 3,403 {184, BE3)
Stacks - - - - 2929 - - - - 12.979)
Caital cortribution bo afiliate - - - - - - - - -
Feal estade - - - - - - - - -
Tther irv ested asseks - 38 - - 294 - - - -
Mis cellaneous faplications 17 B3 178 - 1,008 LiTg LiTg - -
Total irv estr ent acquired B EX 17,731 7.BE3 1586 196889 4,669 3133 1,41 3,403 18 812
Met cash fram i estm ents 40762 93,969 43,9408 1,243 121573 18,905 14938 10781 14,877 -
Cash from Financing and Miscellaneous Sources
Barrow ed funds receiv ed
e cash prov ided {applied) ] 12128 {1,888 517 70423 0,297) 2o1) BE) 78 -
Met cash from financing and mis cell a1eouws 5 ources B2 12188 {1,888 812) F04923 i1,267) 201) HEE) 28 -
Reconciliafon of Cash, Tash Equivalents and
ShertTerm Irvestments
Mew reperling ertily induded in the corrs didation 2,613 6,938 3,960 1,399 1,001 1,891 1,620 1700 2381
Met change in cash, cash equiv derts and shart-term inv esitm ents 2,830 5,963 2976 1769 23,900 1,901 1859 1,623 2388 -
Cash, cash equiv alerts and shorkterm i estm ents
Begirming of v ear - - - - - - - - -
End of v ear ¥ 2,830 ¥ 5,963 ¥ 2976 ¥ 1,769 ¥ 23,900 ¥ 1,901 ¥ 1,859 ¥ 1,623 2388 ¥ -
Feferences:

1] Himination of the change in inbercom pary 1oss and LAE reimsuwrance.
42 HBimination of inbercom pary sde of irv estm ents.
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Enfifes Consol.

H 115,402)
19,543

1.611)

170,156

119,756)

17,070
270,312

303,20
89,033
39,887

2,080

429,238

35,235

482
2,080
37 B
371,452

7718
77 18

22,953
96,308
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Independent Auditor’s Report on Supplementary Information

To the Board of Directors of American Family Mutual Insurance Company:

We have audited the consolidated statutory financial statements of American Family Mutual Insurance
Company and its Consolidated Property and Casualty Subsidiaries (the “Com panies”) as of December
51, 2015 and for the year then ended and our report thereon appears on page 1 of this document. That
audit was conducted for the purpose of forming an opinion on the consolidated statutory financial
statements taken as a whole. The accompanying Supplemental Summary Investment Schedule,
Supplemental Investment Risk Interrogatories, and Supplemental Schedule of Reinsurance
Disclosures (collectively, the “supplemental schedules”) of the Companies as of December 31, 2015 and
for the year then ended are presented to comply with the National Association of Insurance
Commissioners’ Annual Statement Instructions and Accounting Practices and Procedures Manual and
for purposes of additional analysis and are not a required part of the consolidated statutory financial
statements. The supplemental schedules are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the consolidated
statutory financial statements. The supplemental schedules have been subjected to the auditing
procedures applied in the audit of the consolidated statutory financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated statutory financial
statements or to the consolidated statutory financial statements themselves and other additional
procedures, in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the supplem ental schedules are fairly stated, in all material respects, in relation to the
consolidated statutory-basis financial statem ents taken as a whole.

‘W LeP

February 29, 2016

PricewaterhouseCoopers LLP, One North Wacker, Chicago, IL 60606
T: 812-208-2000, F: 312-208-2001 , www.pwc.com,/ us



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Supplemental Summary Investment Schedule
December 31, 2015

Schedule |

Bonds:
11 U5 treasury securities
12 U5 government agency obligations:
121 lssued by LS. government agencies
122 lssued by WS government sponsoredagencies
13 MeondlsS. government (including Canada, excluding mon gage-back ed securities)
14 Securities issusdbystat es, territories, and possessions
andpolitical subdivisions inthe U.5.:
141 States, territories andgeneral obligstions
142 Folitical subdivisions of states, territories

and possessions and political subdivisions general obligations

143 Revenue and assessment obligations
144 Industrial developrment and similar obligations
18 M ortgage-backed securities (includes residential

andcommercial MBS

151 Passihrough securities:
181 lssued or Guarant eed by G MM A
158 lssued or Guaranteed by FNMA and FHLM C
1513 Allother

152 ChOsand REM ICs:
1521 lssued or guarant eed by GMNMA, FNMA FHLM C or VA
1522 lzsued by non-U.S. Government issuers and collateralized

by mortgage-backed securities issued or guaranteesd
by agencies shown in Line 1521
1823 All Cther
Cther debt and other fixed income securities (excluding short term):
21 Unaffiliated dormestic securities
fincludes credit tenant loans and hybrid securities)
22 Unaffilisted Nond. 5. securities(including Canada)
23 Affilisted securities
Equity interests:
31 Investment s in mutual funds
3.2 Freferred stocks:
3.21 Affilisted
3.22 Unaffilisted
3.3 Publicly traded equity securities (excluding preferred stocks):
331 Affilisted
3.32 Unaffilisted
3.4 it her equity securities:
341 Affilisted
3.42 Unaffilisted
38 it her equity interests including t angible personal propertyunder lease:
381 Affilisted
3582 Unaffilisted
Meorgage loans:
4.1 Construction and land develo pment
4.2 Agricutural
4.3 Single family residential properties
4.4 M ultifamily residential properties
4.5 Cormmercial loans
4.6 M ezzanine real estate loans
Real estate investments:
5.1 Propertyoccupied by company
52 Fropertyheldfor production of income (includes $0
of property acqguiredin satisfaction of debt)
53 FPropertyheldfor sale (FQincluding property
acquired in satisfaction of debt)
Contract loans
Deriv atives
Receivablesfor securities
Securities Lending
Cash, cash eqguivalents and shortderm investments
Ctherinvested assets
Totalinvested assets

Gross Investment

Admitted Assets as
Reported in the

H oldings Annual Statement
Amount Percentage Amount Percentage
% B72 638,956 4.959% % 672,639,958 4.99%
1672478 0.0Fs 1672,478 0.01%
27,084,040 0.20% 27,084,040 020%
- 0.00% - 0.00%
868,667,461 4.22% S68867.461 422 %
924,40 852 5.88% 92440 852 5.88%
3,135, 66,8006 23.24% 3,135 166,666 2324%
- 0.00% - 0.00%
65201510 05t% 88201510 051%
2506785874 186% 2806785874 186%
- 0.00% - 0.00%
88,264,164 0.43% 88264, 64 0.43%
- 0.00% - 0.00%
2E6,581588 198% 266581598 188%
1787, 845,031 1B.26% 1787848031 1B26%
367,978,050 273% 367,978,050 273%
- 0.00% - 0.00%
biL-Tl - +1+] 0.0Fs biL-Tl - +1+] 0.01%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
1850,710.083 W.46% 1850.7 10,083 W.4E%
1831010101 1M136% 1831010,101 MN3E%
10,000,000 0.07% 10,000,000 0.07 %
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
- 0.00% - 0.00%
238093353 177% 238,093,383 177 %
TITT.2T 0.08% FITr.27 0.08%
- 0.00% - 0.00%
- 0.00% - 0.00%
63,3712489 0.47% 63,371248 0.47 %
110,255,972 0.82% 0,255,972 0.82 %
- 0.00% - 0.00%
590,604,597 4.38% 590,604,857 4.38%
85148.755 B.31% 851,148,755 5.31%
13,483 133,967 100.00% F 13.483,133,967 100.00%
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Schedule Il

1. SBtate the reporing entty's total admitted assets as reported on Page 2 ofthis annual statement

$

15,419,385,461

2. Btate by investmentcategory the 10 largest exposures to a single issuerborrower/investment, excluding LS. government,
3. governmentagency securies and those U5, Governmentmoney market funds listed in the Appendixto he
SV Purposes and Procedures Manual as exsmpt, property occupied by the company and policy loans.

2.01
2.02
2.03
2.04
2.05
2.08
2.07
208
2.09
210

1 3 4
Percentage
of Total

Issuer Description of Exposure Amount Admitted Assets
AMFAM NG, AFFILIATE STOCK $ 1,473,108,475 9.554%
JPMORGAN REAL ESTATE INCOME AND GROWTH, LP LIMITED PARTNERSHIP $ 135,602,200 0.879%
CALIFCRNA (STATE) BONCS $ 107,244,210 0.696%
MARANCON SENICR CREDIT FUNDH I, LP LIMITED PARTNERSHIP $ 90,883,206 0.589%
PARTNERS GROUP, USA NG LIMITED PARTNERSHIP $ 88,793,979 0.576%
NEW Y ORK STATE DORM ALTH BONCS $ 86,272,144 0.560%
NEW Y ORK OITY TRANSITIONAL FIN AUTH BONCS $ 78,688,910 0.510%
WISCONSIN (STATE) BONCS $ 76,915,415 0.499%
ILLINCIS (STATE) BONCS $ 63,466,608 0.412%
NEW JERSEY STATE TRANS TRUST FUND AUTH BONCS $ 60,673,702 0.393%

3 State the amounts and parcentages of tha reporting entity’s total admitted assets held in bonds and preferred stocks by NAIC rating.

3m
302
2.03
3.04
305
3.08

4 State the amounts and parcentages on assets held in foreign investments:

4.01

4.02
4.03
4.04

Bonds 1 2

NAIG-1 $ 7.644,764,260 49.579%
NAIG-2 $ 689,835,413 4.474%
NAIG-3 3 181,081,263 1.174%
NAIG-4 3 187,175,352 1.279%
NAIG-5 3 35,130,845 0.228%
NAIG-6 3 - 0.000%

Are assets heald in foreign investmeant lass than 2.5% of the reporting

entity's total admitted assets?
Total admitted assets held in foreign invastments

Faoreign-currency-denominated invastments

Insurance liabilities denominatad in that same foreign currency

If response to 4.01 above is yes, rasponseas are not required for interrogatorias 5-10

5 Aggregate foreign investment exposure by NAIC soveareign rating

5.01
5.02
5.03

Countries rated NAIC-1
Countries rated NAIS-2
Countries rated NAIS-2 or below
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Preferrad Stocks 1 2
P/RP-1 3 - 0.000%
P/RP-2 3 - 0.000%
P/RP-3 3 - 0.000%
P/RP-4 3 - 0.000%
P/RP-& 3 - 0.000%
P/RP-6 3 - 0.000%
Yas [ ] No [X]
434,434,285 2.817%
- 0.000%
- 0.000%
1 2
$ 350,337,104 2272 %
$ B7B70216 0.374 %
$ 26,426,885 0171 %



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Supplemental Investment Risk Interrogatories
December 31, 2015

Schedule Il

g.

7.

&

Tw o largest foreign investment exposures to asingle country, categorized by NAIC soveraign rating:

See Independent Auditor's Report on Supplementary Financial Information

70

1 2
Countries rated NAIC-1:
6.01 United Kingdom $ 70,856,689 0.460 %
602  Ireland $ 62,723,501 0.407 %
Countries rated NAIC-2:
603  Mexico $ 17,931,710 0116 %
604  Peru $ 11,864,175 0.077 %
Countries rated NAIC-3 or below :
6.05 Guernsay % 11,414,785 0074 %
6.06  British Virgin Islands $ 5,723,082 0.044 %

1 2
Aggregate unhedged foreign currency exposure: NIA $ - - %
Aggregate unhedged foreign currency exposure categorized by NAIC soveraign rating N&

1 2
aM Countries rated NAIC-1 $ - - %
8.02 Countries rated NAIC-2 $ - - %
803  Counfries rated NAIC-3 or below $ - - %
Tw o largestunhadged currency exposuras to a single country, categorized by NAIC soveraign rating: WA
Countries rated NAIC-1:

1 2
am $ - - %
g.02 $ - - %

Countries rated NAIC-2:
9.03 $ - - %
9.04 $ - - %
Countries rate NAIS-3 or below :
9.05 $ - - %
9.08 $ - - %
| Listthe 10largestnon-soveraign {i.e. non-governmental} foreign issues:
1 2 3 4
Issuer MNAIC Rating

1001 CreditSuisse Group AG 2 % 23,655,115 0153 %
10,02  Accenture PLC Common Stock $ 17,661,618 0114 %
10.03  AstraZensca PLC 1 $ 14,645 660 0.085 %
10.04  Barclays PLC 2 $ 13,873,866 0.080 %
10.05 Royal Dutch Shell PLC 1 $ 12,170,579 0.079 %
10.06 XXl Capital Financing PLGC 1 $ 10,000,000 0.065 %
10,07  UBS Group AG 1 $ 9,614,573 0.062 %
10.08  Allergan PLC 2 $ 9,810,171 0.062 %
10,08 Lloyds Banking Group PLC 1 $ 8,668,463 0058 %
1010 BNPParibas SA 1 $ 7,472,651 0.048 %



American Family Mutual Insurance Company and

Consolidated Property and Casualty Subsidiaries
Supplemental Investment Risk Interrogatories
December 31, 2015 Schedule ll

1.

State the amounts and percentages of the reporting entity's total admitted assets held in Canadian investment and unhedged Canadian
cUrrency exposure

11.01  Areassets held in Canadian investments less than 2.5% of the reporting entity's total
admitted assets? Yes [ X] MNo [ ]

If response to 11.01 is yas, responsas are not required for the remaindar of interrogatory 11.

11.02  Total admitted assets held in Canadian investments 3 - 0.000%
11.03  Canadian-currency-denominated investments 3 - 0.000%
11.04 Canadian-denominated insurance liabilities 3 - 0.000%
11.05  lnhedged Canadian currency exposura 3 - 0.000%
State the aggregate amounts and percentages of the reporting entty's total admitted assets held in investments with contractual sales
restrictions:
12.01  Areassets held ininvestments with contractual sales restrictions less than 2.5% of the reporting
antity's total admitted assets? Yes [X ] MNo[ ]
If response to 12.01 is yas, responsas are not required for the remaindar of interrogatory 12.
1 2 3
12.02  Aggregate statement value of investments with contractual sales restrictions 3 - 0000 %
Largest 3 investmeants with contractual sales restrictions
12.03 3 - 0.000 %
12.04 3 - 0.000 %
12.05 3 - 0.000 %
State the amounts and percentages of admitted assets held in the largest 10 equity interests:
1301 Areassets held in equity interests less than 2.5% of the reporing equity's total
admitted assets? Yes [ ] MNo [ X]
If response to 13.01 is yas, responsas are not required for the remaindar of interrogatory 13,
1 2 3
Nam e of Issuer
13.02  AMFAM, INC. $ 1,473,108,475 §.554%
13.03  PARTNERS GROUP, USA ING 3 88,793,979 0.576%
13.04  APPLEINC 3 38,802,530 0.253%
13.05 WELLS FARGO 3 37,548,585 0.245%
13.06  HOMEDEPQT ING 3 35,625,382 0.230%
13.07  JPMORGAN CHASE 3 30,892,501 0.201%
13.08 PFIZERINC 3 28,448,332 0.185%
13.09  MICROSOFT CORP 3 27,303,516 0.177%
13,10  CROSSLINK CROSSOVERFUND VI, LP. 3 26,472,794 0.172%
1311 GILEAD SCENCSE INC 3 25,444 425 0.165%
State the amounts and percentages of the entity's total admitted assets held in nonaffilated, privately placed equities:
1401 Areassets held in nonaffiliated, privately placed equites less than 2.5% of the reparting
antity's total admitted assets? Yes [X ] MNo[ ]
If response to 14.01 above is yes, responses are notrequired for he remainder of Interrogatory 14
1 2 3
14.02  Aggregate statement value of investments held in nonaffliated, privately placed equities 3 - 0000 %
Largest 3 investmants held in nonaffiliated, privately placed equities:
14.03 3 - 0.000 %
14.04 3 - 0.000 %
14.05 3 - 0.000 %
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15.

State the aggregate amounts and percentages of the enfity's total admitted assets held in general partnership interests:

1601  Are assets held in general partnership interest less than 2 5% of the reporting entity's total admitted assets?

Yes [X] Mol ]

Ifresponse to 15.01 above is yes, responses are not reguired for the remainder of Interrogatory 15,
1 2
1602  Aggregate statement value of investments held in general partnership interests 3 - 0.000 %
Largest 3 investments held in general partnership interests:
15.03 3 - 0.000 %
15.04 3 - 0.000 %
15.05 3 - 0.000 %
State the aggregate amounts and percentages of the reporting entity's total admitted assets held in mortgage loans:
3 - 0.000 %

16.01  Are mortgage loans reportad in Schedule B less than 2.6% of te reportng entity's total admitted assets?

Yes [X] Mol ]
Ifresponse to 16.01 above is yes, responses are not reguired for the remainder of Interrogatory 16 and
Interrogatory 17,

1 2 3
Type {Residential, Com mercial, Agricultural)
16.02 3 - 0000 %%
16.03 3 - 0.000 %
16.04 3 - 0.000 %
16.05 3 - 0.000 %
16.06 3 - 0.000 %
16.07 3 - 0.000 %
16.08 3 - 0.000 %
16.08 3 - 0.000 %
16.10 3 - 0.000 %
16.11 3 - 0.000 %
State the aggregate amount and percentage of the reporting entity's total admitted assets held in the folow ing categories of
mortgage loans:
1612 Construction loans 3 - 0.000 %
1613 Mortgage loans over 90 days past dus 3 - 0.000 %
1614  Mortgage loans in the process of foreclosure 3 - 0.000 %
1616 Mortgage loans foreclosed 3 - 0.000 %
1616 Restuctured mortgage loans 3 - 0.000 %
State the aggregate mortgage loans having the folow ing loan-to-value ratios as determined from the most current appraisal
as of the annual statement date: NA
Loan-to-Value Residential Commercial Agricultural
1 2 3

17.01  above 85% $ - 0000 % % - 0000 % % -
17.02  91% to 5% 3 - 0ooD% % - 0000% 3 -
17.02  81% to 80% $ - 0000 % % - 0000 % % -
17.04  ¥1% to 80% $ - 0000 % % - 0000 % % -
17.05  below 70% $ - 0000 % % - 0000 % % -
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0.000 %
0.000 %
0.000 %
0.000 %
0.000 %
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Consolidated Property and Casualty Subsidiaries
Supplemental Investment Risk Interrogatories
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18. State the aggregate amounts and percentages of the reporting entity's total admitted assets held in each of the five largest
investments in real estate: $ 7.777.271 0.050%

18601 Are assets held in real estate reported in less than 2. 5% of the reporting entity's total admitted assets?
Yes [X] Nol[ ]

If response to 186.01 above is yes, responses are not required for the remainder of hterrogatory 186.

Description
1 2 3

Largest 5investments in any one parcel or group of contiguous parcels of

real estate:
18.02 3 - 0.000 %
18.03 3 - 0.000 %
18.04 3 - 0.000 %
18.05 3 - 0.000 %
18.06 3 - 0.000 %

19. State the amounts and percentages of the reporting entity's total admitted assets held in mezzanine real estate loans: N/A
Yes [X] Nol[ ]

Description
1 2 3
1902 Aggregate statement value $ - 0.000 %
Largest 3 investments in mezzanine real estate loans:
19.03 3 - 0.000 %
19.04 3 - 0.000 %
1905 3 - 0.000 %
20 State the amounts and percentages of the reportng entity's total admitted assets subject to the follow ing types of agreements: NA
Yas [X ] Mo [ ]
At End of
Each Quarter
At Year-End 1st Qtr 2nd Qir 3rd Qtr
1 2 3 4 5
2001 Securities lending {do notinclude
assets held as collateral for
such fransactions) $ - 0.000% % - $ - § -
20.02 Repurchase agresments $ - 0.000% % - $ - § -
20.03 Reverse repurchase agresements $ - 0.000% % - $ - § -
20.04 Dollar repurchase agreements  $ - 0.000% % - $ - § -
2005 Dollar reverserepurchase
agreaments $ - 0.000% % - $ - § -
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21, Btate the amounts and percentages of the reporting entity's total admitted assets for warrants not attached to other financial instruments, options,
caps and floors: NA

Owned Written
1 2 3 4
21.01  Hedgng 3 - 0.000% % - 0.000%
21.02  Income genaration $ - 0.000% % - 0.000%
21.03  Cther 3 - 0.000% % - 0.000%

22 Btate the amounts and percentages of the reporting entity's total admitted asseats of potential exposure for collars, swaps and forw ards: NA

At End of
Each Quarter
At Year-End 1st Qir 2nd Qtr 3rd Qir
1 2 3 4 5
22.01  Hedging $ 9,773,157 0063% % 6,245506 % 10,894518 3 10,383,010
2202 Income genaration % 132,463 0001% % - % 149,964  § 161,660
2203 Replications $ - 0.000% % - $ - § -
22.04  Other $ - 0000% % - $ - § -
23 SBtate the amounts and percentages of the reporting entity's total admitted assets of potential exposure for futures contracts:
At End of
Each Quarter
At Year-End 1st Qir 2nd Qtr 3rd Qir
1 2 3 4 5
23.01  Hedging $ - 0000% % - % - 8 -
2302 Income genaration $ - 0.000% % - % - 8 -
2303 Replications $ - 0.000% % - % - % -
23.04  Other $ - 0000% % - % - % -
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1 Disclose any risks reinsured under a quota share reinsurance contract, entered into, renewed or
amended on or after January 1, 1994, with any other entity that includes a provision that would
limit the reinsurer's losses below the stated quota share percentage (e.g. a deductible, a loss
ratio commidor, a loss cap, an aggregate limit or any similar provisions)? If yes, indicate the number
of reinsurance contracts containing such provsions and if the amount of reinsurance credit taken
reflects the reduction in quota share coverage caused by any applicable limiting provision(s). No

2 Disclose if the reporting entity ceded any risk under any reinsurance confract (or under multiple
contracts with the same reinsurer or its affiliates), entered into, renewed or amended on or after
January 1, 1994, for which during the period covered by the statement: (i} it recorded a positive or
negative underwriting result greater than 5% of prior year-end surplus as regards policyholders or
it reported calendar year written premium ceded or year-end loss and loss expense resenes
ceded greater than 5% of prior year-end surplus as regards policyholders; (ii} it accounted for that
contract as reinsurance and not as a deposit; and (iii} the contract(s) contain one or more of the
following features that would have similar results: No
a. A contract term longer than two years and the contract is noncancellable by the reporting

entity during the contract term;

b. A limited or conditional cancellation provision under which cancellation triggers an obligation
by the reporting entity, or an affiliate of the reporting entity, to enter info a new reinsurance
contract with the reinsurer, or an affiliate of the reinsurer;

c. Aggregate stop loss reinsurance coverage;

d. An unconditional or unilateral right by either party to commute the reinsurance contract,
except for such provisions which are only triggered by a decline in the credit status of the
other party;

e. A provision permitting reporting of losses, or payment of losses, less frequently than on a
quarterly basis (unless there is no activity during the period); or

f. Payment schedules, accumulating retentions from multiple years or any features inherently
designed to delay timing of the reimbursement to the ceding entity.

3 Disclose if the reporting entity during the period covered by the statement ceded any risk under
any reinsurance contract (or under multiple contracts with the same reinsurer or its afiiliates},
entered into, renewed or amended on or after January 1, 1994, excluding cessions to approved
pooling arangements or fo capfive insurance companies that are directly or indirectly controlling,
controlled by, or under common control with (i} one or more unaffiliated policyholders of the
reporting entity, or (ii) an association of which one or more unaffiliated policyholders of the
reporting entity is a member, where: No
a. The written premium ceded to the reinsurer by the reporting entity orits affiliates represents
fifty percent (50% ) or more of the entire direct and assumed premium written by the reinsurer
based on its most recently available financial statement; or

b. Twenty-five percent (25%) or more of the written premium ceded to the reinsurer has been
refroceded back to the reporting entity or its affiliates.
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4 If afirative disclosure is required for items 2 or 3 above, provide the following information for each
reinsurance contracts entered into, renewed or amended on or after January 1, 1994: No
a. A summary of the reinsurance contract terms and indicate whether it applies to the contracts
meeting items 2 or 3;
b. A brief discussion of management's principal objectives in entering into the reinsurance

contract including the economic purposes to be achieved; and
c. The aggregate financial statement impact gross of all such ceded reinsurance contracts on the
balance sheet and statement of income.

5 Except for transactions meeting the requirements of paragraph 30 of SSAP No. 62 - Property and
Casualty Reinsurance, disclose if the reporting entity ceded any risk under any reinsurance
contract (or multiple contracts with the same reinsurer or its affiliates), entered into, renewed or
amended on or after January 1, 1994, during the period covered by the financial statement, and
either: No
a. Accounted for that contract as reinsurance (either prospective or retroactive) under statutory
accounting principles ("SAP") and as a deposit under generally accepted accounting
principles ("GAAP"); or

b. Accounted for that contract as reinsurance under GAAP and as a deposit under SAP?

6 If afirmative disclosure is required for item 5 above, explain why the contract(s) is (are) treated
differently for GAAP and SAP. No

See Independent Auditor's Report on Supplementary Financial Information

76



