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I hroughout 2004 the Nonprofits

| Insurance Alliance Group contin-
B ued its commitment to sensible
prices and exceptional service to meet
the insurance needs of our nonprofit
members and their insurance brokers.
As a result, all companies in the Group
experienced strong growth, lower than
expected claims, and financial results

that exceeded targets.

On a combined basis, the Group wel-
comed 1,285 new members and closed
the year with 5,894 members. Gross
written premium totaled $57.0 million,
an increase of 15.5 percent over the prior
year. Of that total, Nonprofits’ Insurance
Alliance of California (NIAC) wrote
$42.1 million, Alliance of Nonprofits

for Insurance, Risk Retention Group

(ANI-RRG) wrote $13.1 million, and
the Group's reinsurance captive retained
£1.8 million on a net basis. Also, we
provided all policyholder services on

an additional $9.0 million in premium
for our companion property program,
bringing the total business administered
by the Group in 2004 to §66.0 million.

At year-end, the Group’s balance sheet
showed total equity of $55.9 million and
total assets of $149.7 million. Of the
$10.6 million in combined net income
for the Group, 88.5 million was contrib-
uted by NIAC, $1.4 million by ANI-
RRG, and $0.7 million by the Group’s
reinsurance captive. These financial
results reflect prior year reserve redun-
dancies as well as favorable loss experi-
ence for ANI-RRG and NIAC in 2004.
As a result, most NIAC members will
receive price reductions this year. While
ANI-RRG’s claims experience in its first
three years has been favorable, it is pre-
mature to institute price decreases at this

early stage in its growth.

In September, NIAC’s financial strength
rating was upgraded to A (Excellent).
According to A.M. Best, “The rating
reflects NIAC’s sound capitalization,
excellent operating performance driven
by underwriting profitability and strong
market presence in California.” In its
15th year, NIAC welcomed 820 new
members and closed the year with 4,697
members. We experienced a 90 percent
renewal rate of existing members and,
of those we insured in 1994, 60 percent

are still with us.
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Having completed its third full year, we
can say with confidence that ANI-RRG
is handily execuring NIAC's successful
model in its national expansion, During
2004, ANI-RRG extended its services to
Vermonrt nonprofits, grew its operating
rerritory to 18 states and the District of
Columbia, renewed 89 percent of mem-
bers and welcomed 465 new members,
ending the year with 1,197 members.

In recognition of the company’s growing
service to nonprofits, MBNA committed
$2 million as a low-cost long-term loan
to enhance ANI-RRG's surplus to enable
it to provide liability insurance for hund-
reds more nonprofit organizations. The
company drew $1 million during 2004
to enhance surplus and expects to
request an addirional $1 million during
the second quarter of 2005.

In 2004, we continued our drive to
reduce expenses and increase effective-
ness by launching our secure websire

to all members and brokers. Presently
brokers can retrieve quotes, policies

and endorsements and auto-renew
smaller accounts via their secure portion
of the website. On their secure site,
members can update contact informa-
tion and access an extensive list of loss

control resources.

Another imtiative undertaken during
2004 was the PRIDE Initiative. Our
culture encourages all employees to
provide continuing input regarding
operational efficiency and qualiry.

Four staff-led reams tackled targeted
arcas of organizational focus: broker
and member services; dara integrity;
marketing; and internal communication.
The teams made a number of important
operational recommendations that

have been implemented. One delightful
benefit of the PRIDE Initiative was
witnessing the dedication of staff to

assuring the delivery of our best work

for our nonprofit members.

The reciting of accomplishments and
numbers that go with those achievements
is the stuff of annual report messages,
but it doesn't effectively describe the
soul of our work or how we contribute
to the health of the greater nonprofit
sector. The excerpt below from a volun-
teer of one of our nonprofit member-
insureds who was named personally

in a lawsuit speaks volumes in just a
few words:

T appreciate having your support
in this very difficult episode of my
velunteer activities. Without 1t, 1

Jfear that Jobn F. Kennedy’s call for
volunteers would find itself with

e
no one listening.

Millions of volunteers give freely of their
time and talents ro serve causes that are
dear to them. We believe these volun-
teers ought to be able to serve without
fear that a frivalous lawsuir could bank-
rupt them. We see our role in service to
the nonprofit sector as significantly
deeper and broader than merely provid-
ing insurance. If we do our job well, we
enable our nonprofit members and their
staff and volunteers to focus on their
missions and carry out their services to
their communities with confidence,
knowing that they can count on us to be

their ally and their advocarte in tough nimes.

While the Nonprofits Insurance Alliance
Group operates on the precepr that trust
is key to lasting relationships, the insur-
ance industry’s reputation has been
tarnished this year by charges of undis-
closed kickbacks and price-fixing. In
our case, we believe that fees and com-
missions should be fully disclosed and
agreeable to all parties. We work with
more than 800 insurance brokers across
the nation, and our approach to com-
missions and our commission structure
is openly posted on our websites. We
pay no contingent commissions.

During 2005 our commitment to our
nonprofit member-insureds is to stay
true to our mission to serve this diverse
sector, larnge and small organizations
alike, at prices that are sensible and
fairly reflect the risk of the individual
nonprofit. Our goal continues to be to
bring stability and responsible pricing
to the insurance purchase for nonprofirs,
while providing them and their brokers
with inspired service that prompts
comments like the one we received
recently from a broker.

I mad: a request for an endorsement
via email today at 4:01p.m. I received
the endorsement at 4:11p.m. Absolutely
amazing! If we tgnaored all the other
positives—your people, products,
resoures, experience, ete., getting an
endoriement in 10 minutes places you
bead and shoulders above the vest all
by itself. Thanks!"

We certainly can’t promise that all
endorsements will be issued in 10 min-
ures, butr we intend to achieve standards
for products and services that delight
our members and their insurance brokers,

As always, it is a pleasure and a privilege
to serve,

ol & AL

Pamela E. Davis, President and CEO

£ (arenee t—

R. Lawrence Bacon, Chairman of

NIAC, NANI and AMS

v LA

Wilson M. Jones, Chairthan of ANI-RRG




The

Nonprofi

":' n 1989, the anlp:'t.}ﬁts' Insurance

# Alliance of California was founded to

8 provide liability insurance to nonprofits

in one state, California. Fast forward to
2004, and there are now four distinct
companies that comprise the Nonprofits
Insurance Alliance Group, serving non-
profits in 19 states plus DC, insuring
nearly 5,900 nonprofits and writing

$57 million in premium. And this is
still just the beginning of what we can
accomplish together. The four distinct
companies that comprise the Nonprofits

Insurance Alliance Group are:

Alliance Member Services (AMS)

Alliance of I\'onpmt‘!ts tor Insurance,

Risk Retention Group (ANI-RRG)

* National Alliance of Nonprofits
for Insurance (NANI)

Nonprofits’ Insurance Alliance of
California (NIAC)

All of these organizations are 501(c)(3)
tax-exempt nm'lprnﬁts governed by their

nonprofit member-insureds.

An illustration is provided here to help
you understand how this group works
together. This structure enables one
group of staff and management to serve
nonprofits across the country, provides a
vehicle for a nationwide spread of risk,
and allows the efficient Llc\‘ulopmcm

of loss control resources for members.
The T\"r}npt'nﬁls Insurance Alliance
Group has tour independent, but
related, boards of directors which share
financial information, but which retain
governance authority for their individual
organizations in the Nonprofit Insurance

Alliance Group.

ts Insurance - Alliance

Group

MANAGEMENT TEAM FOR THE NONPROFITS INSURANCE ALLIANCE GROUP

Back Row U.—f\'z' Charles C. He u.'."rf. Vice President Claims; f)’:'f{\'_fo.{ru.wn. Vice President fu_'f-;:arm:r -

tion Technology; Steven Moady, Vice President Insurance Operations. Front Row (L-R) Pamela E.

Dawis, President and CEOQ; Timothy P: Demetres, CPA, Chief Financial Officer; Susan Bradshaw,

Vice Prestdent Market

-Uh{ ,1)’(‘”?!-‘(7"}!’-’?!{'r'r K('T"i ','.1 ¢S,

NIAC

* Incorporated in 1968

= 50Hck3) nsk pool, Califormia only
* AM. Best rated A (Exceflent)

Very Good)

ANI-RRG

= 50NcK3) risk retention group

18 states and the District of Columbia
=AM, Best rated B (Very Good)
* Incorporated in 2000

NANI

501(cH3) caplive reinsurer
A.M. Best rated B+

AMS
5(M{ch3) supporting organization serving
the other companies in the Nonprofits
Insurance Alliance Group
employs all staff

AMS - Alliance Member Services
ANI-RRG - Alliance of Nonprofits for Insurance, Risk Retention Group

NANI - National Alliance of Nonprofits for Insurance

NIAC - Nonprofits” Insurance Alliance of California

AHEAD FOR INSURANCE... A HEART FOR NONPROFITS




NIAC BOARD OF DIRECTORS

Norris Clark ! John E. McCue

Financial and Regulatory Specialist Executive Director
Lovd, Bissell & Brook LLIP and Chuef Executive Offscer

Becoming

fn.f‘.}ﬁ"rhf:'r.'f
Ellis Kirschenbaum

Sentor Vice President of Administration Roger W, Gilbert, Treasurer

rens Institute, Inc Pressdent, Retired, Great American West
John M. Christensen, Secretary William R. Ahemn
Sentor Vice President Board Member, East Bay School for Grrly

Hepe Ser
Phillip Kimble

Board Hrstortan

Valley Center for the Blind

e wirig
]‘hlnll‘.l'. i‘ "‘!lll[lll

Executive Director, Community Action
Agency of Butte County

Merederh Clark
President, CIS, a subs

of Calsfornta Association of Nonprofits

Richard J. Welch, ARM
Director, .I'\'n’.:!r.‘f, Rik }r!.u.u_&‘.‘f.m'm' and |‘1‘.{f’:'l_',
City of Los Angeles

fiary

Pamela E Davis, President
2 Elected February 2005 Chief Executive Officer, NIAIC

' Elected February 2005 ‘ : :
o o Karhleen Adamson

President and (.‘!‘T.“.‘,’II'.\'.'CIJH’.‘ N f)j_"?.'.'r

Gateway Center of Monterey County

R. Lawrence Bacon, Chairman

President, Bacon & Company

WWW. INSURANCEFORNONPROFITS.ORG




NIAC RESULTS 2004

MEmBERS BY CounTy

Butte, Shasta, Siskiyou, Del Norte,
Modoc, , Lassen & Plumas - 3%

Humboldt, Mendocino, Lake,
Tehama, Trinity, Collusa - 4%

Santa Clara, Santa Cruz,
Monterey, San Benito - 10%

Sacramento, Placer, Yolo,
Nevada, El Dorado, Sutter,
Yuba, Amador, Sierra - 9%

San Diego, Riverside, /
San Bernardino, Imperial - 11% /

Sonoma, Marin, Napa,
Solano - B%

Los Angeles, Orange - 20%

San Francisco, Alameda,
Contra Costa, San Mateo - 22%

Santa Barbara, Ventura,
San Luis Obispo, Kemn - 7%

San Joaquin, Stanislaus, Calaveras,
Fresno, Tulare, Merced, Tuolumne, Madera,
Kings, lnyo - 3% Mariposa, Alpine, Mono - 3%

PREMIUM BY LINE
6.7% 6.8% 7.2% 8.3% 1.5% 19.5% 40.0% Total $42,069,161

General Liability $16,826,130
Auto Liability $8,222,311
Improper Sexual Conduct $4,830,563

Umbrella $3,508,255
_,_Auto Physical Damage $3,020,830

| Social Service Professional $2,839,444

Directors & Officers $2,821,628

ASSETS (1~ THoUsANDS) PREMIUMS (in THOUSANDS) MEMBERS

$42,069 4,697
4,303

$113,949

$37407
3,632

2,857

$79,214

$21,261

r200! 2002 2003 2004 2001 2002 2003 2004 2001 2002 2003 2004




ANI-RRG BOARD OF DIRECTORS

Steven Richard Pamela E. Davis, President

Chief Operating Officer Chief Executive Officer, ANI-RRG

and Chief Financial Officer

SUN Home Health Services, PA Audrey R. Alvarado, Ph.D., Secretary
Executive Director, National Council

Roger W. Gilbert, Treasurer of Nonprofit Associations, DC

President, Retired, Great American West, CA
Wilson M. Jones, Chairman

: 5 e AR : 2 =
Alison Coolbrith Chief Operating Officer, Retired
Principal, AG B Enterprises BoardSource, DC

Bloomfield, CT

Joseph Breyer :

Chief Operating (){}F«'r." Joseph M. Dell'Olio

Colorado West Regional Mental Executive Vice President, CHILD, Inc., DE
Health, CO

John Lara &

R. Lawrence Bacon Chicf Financial Officer
President, Bacon & Company, CA Albértina Kerr Centers, Portland, OR

Andrew Sargeant, Assistant Secretary

President, USA Risk Gro "Fe N
}/I)f‘pafﬂh'n’ December 2004 ko LS BB o frmenta ol

? Elected February 2005




ANI-RRG RESULTS 2004 |

Oregon &
Washington 11%

Utah & Nevada - 7%

Colorado - 28%

Michigan & Ohio - 12%

District of Columbia,
Maryland & Virginia - 21%

Pennsylvania, Delaware,
Kansas, Missoun, Connecticut & Vermont - 12%

Nebraska & lowa

4%

North Caralina - 5%

PREMIUM BY LINE

3.3% 10.0% 12.3% 17.2% 25.5% L% Total $13,098,306

General Liabality $4,083,761
Auto Liability $3,401,645

Improper Sexual Conduct $2,253,267
Sacial Service Professional $§1,614,173

Umbrella $1,319,528

Directors & Officers $426,932

A . Doradtt F KAk i i Bene
ASSETS () HOLSANDS FREMIUMS (IN THOUSANDS VIEMBERS

$25,728

$12,090
1,197

$16,545 $10,264

820

§6,674

$3,691 359

$2.497
il

R B =

: 2000 2002 2003 2004 2000 2002 2003 2004 2000 2002 2003 2004

$204




SERVING 501(c)(3) NONPROFITS...

e — l 4 R

NEIGHBORHOOD CENTER OF THE ARTS, GRASS
VALLEY, CA—Since 1984, the Neighborhood Center of
the Arts has provided developmentally disabled adults a
place where they can make friends, explore their abilities,
and gain a sense of accomplishment. Find out more at
www.neighborhoodcenterafthearts.com.

NI-RRG and NIAC are 501(3)(c)

nonprofits whose only mission

is to serve 501(c)(3) tax-exempt
nonprofit organizations by providing
stable sources of reasonably priced liabi-
lity insurance tailored to the specialized
needs of the nonprofit sector, and to
assist these organizations to develop
and implement successful loss control

ﬁlld risk m:magcmcnt programs.

NIAC was created as a result of the liabi-
lity insurance crisis in the mid-1980s
when many nonprofits in California

could not obtain insurance at any price.

In 1999 NIAC conducted a feasibility
study, underwritten by the David and
Lucile Packard Foundation, to deter-

mine what it would take to expand

NIAC’s concept nationwide.

We are delighted that a nonprofit insurance company is
available to nonprofit agencies. We are also very pleased
with your proactive services. — ANI-RRG Member

Survey Participant

The results of that study yielded the
Alliance of Nonprofits for Insurance,
Risk Retention Group (ANI-RRG).
ANI-RRG was incorporated in 1999
and began operations in September
2001. ANI-RRG is an insurance com-
pany domiciled in Vermont. As a risk
retention group, it has filed to do busi-
ness in most states, but is currently
writing in Colorado, Connecticut,
Delaware, District of Columbia, Towa,
Kansas, Maryland, Michigan, Missouri,
Nebraska, Nevada, North Carolina,
Ohio, Oregon, Pennsylvania, Utah,
Vermont, Virginia and Washington.

Initial capital for ANI-RRG was pro-
vided by generous grants from the
David and Lucile Packard Foundation
and the Bill & Melinda Gates Founda-
tion, Each foundation contributed $5
million in grants for a total of $10 mil-
lion in capital for ANI-RRG and its
affiliated company, the National Alliance
of Nonprofits for Insurance (NANI),

a captive reinsurer. NANI provides
reinsurance for both liability and prop-
erty coverages and is itself reinsured by

SwissRe, A.M. Best rated A+.

The responsiveness of EVERYONE at ANI-RRG
is head and shoulders above any other carrier
| have ever worked with. — ANI-RRG Broker

Survey Participant



HoMmEeLESS CARE FORCE , SANTA CLARA, CA—FHomeless Care Force is a hot meal and clothing
distribution organization which serves homeless individuals in Santa Clara County. More than 100
volunteers belp serve an estimated 50,000 meals per year at Columbus Park in San Jose.

In this age of six second sound bits and bait and switch
sales strategies, it is comforting to know that there is one
company with integrity. — NIAC Member

Surwvey Participant

Great job! Great coverages!
Love doing business with

you! — NIAC Broker
Survey Participant

All of these affiliated companies known
as the Nonprofits Insurance Alliance
Group are 501(c)(3) tax-exempt orga-
nizations governed by their nonprofit
member-insureds. All have boards of
directors elected annually by member
nonprofits and all exist only to serve
501(c)(3) nonprofits.

As nonprofits ourselves, we understand
the unique needs of the sector and
strive to provide coverages and services
to help them better manage their
organizations and accomplish their
missions. Continue reading to see just
how different we are. The following
pages describe the variety of member
and broker services that we provide as
well as highlighting a few of our valued

member-insureds.

GLENBROOK COOPERATIVE NURSERY SCHOOL, BETHESDA, MD—Glenbrook Cooperative Nursery School
offers half-day sessions for twwo to five year-olds in classes that range from two days per week to five days per week. All
parents participate in three ways: working in their childs classroom, bolding a job at the school, and attending school
meetings. This cooperative setting stresses the relationship betsween teacher and parent, as well as teacher and child, and
this type of support system builds a sense of community for all participants. Find out more at www.glenbrookschool.org.

PROHITS



http://www.glenbrookschool.org

BROKER & MEMBER SERVICES

SACNAS, SANTA CRUZ, CA—SACNAS (Society
Sfor Advancement of Chicanos/Latinos and Native
ity of scientists who

Americans in Science) is @ commun

encourage students in science careers with similar ethnic

backgrounds, Pictured above, an educator is conducting
an experiment in the “Bringing Biotechnology into the
Middle & High School Curriculum Workshop™ at the
SACNAS National Conference, Find out more at
LRV, SACTIAS. 0T,

I™ nsurance brokers look to us to

provide outstanding service to

thern and their nonprofit clients.
Whether it is in the area of underwrit-
ing, claims management or loss con-
trol and risk management, they count
on us to work with them to deliver the
products and services their ntm].\mﬁt

clients deserve.

The most successful brokers under-
stand our mission to be a stable source
of specialized liability coverages for
the Imnpmﬁr sector. ']‘hc}-' understand
that another part of our mission is to
pm\'idc practical and 1|5C1‘—ﬂ‘icndl}'

isk management and loss control tools
O assist tmnprniits to be well managed
organizations. These brokers encourage
their nonprofit clients to use our
resources in conjunction with other
resources they provide. This coopera-
tive approach is much more satisfying
and cost-effective than paying claims
for preventable accidents and injuries.
Qur goal is to work closely with brokers
to assure that they have the tools

to communicate our mission and
coordinate the delivery of our products

and services.

In keeping with our goal to provide
superior service to brokers and non-
profits, in 2004 we conducted on-line
member and broker satisfaction surveys.
We are gratified that less than one
percent of the respondents expressed
any dissatisfaction with us. This data
will serve as a baseline as we continue
our efforts to continuously improve

our service levels and resources.

The following is a summary of services
pn':\'idtd in 2004:

We never consider the claims process
routine. We understand that a poorly
handled lawsuit can have a negative
impact on a rmnprui"'t["s standing in
the community and its ;thiiil‘}' to

raise funds.

We aggressively investigate claims
made against our nonprofit members.
While we strongly resist paying
frivolous or inflated claims, we also
avoid needless legal wrangling when
liability is clear and the demand is
reasonable. We believe these prac-
tices save our members money and
preserve their good names. In 2004,
our claims staff handled n(’;!r]}' 2,500
new claims for ANI-RRG and NIAC.

Secure Bri

mber Websites

yker/ M
In 2004, we introduced a new
member and broker only secure area
on our websites. Brokers can now
access quotes, endorsements and
policies on-line. Member-insureds
have access to more risk management
tools including easy to use checklists
and publications. Visit our websites

at wwaw. InsuranceforNonprofits.org.

Driver training is offered free to
members that have autos insured
through NIAC or ANI-RRG.
During 2004, more than 1,100 driy-
ers were trained for NIAC members
and more than 535 drivers were
trained for ANI-RRG members.




ELDERGARDEN, GREENLEY, CO—Each year Eldergarden provides daytime care to 75 to 100 seniors wwho
need socialization or who cannot be left at home alone during daytime hours. This program allows their care-
givers to remain employed and increases the stamina of the seniors, while enbancing their quality of life.
Find out move at wiow.eldergarden.org,

D&O Attorney Advice \-f-.,':".l!{-{’.!!il!_{_’;!i:‘-;.il\ .‘\"-"iilgx‘whllg‘.w'( onferences

Free pre-termination consultation To complement their internal training In 2004 we continued to sponsor educa-

with a labor law attorney for members programs, members can take advan- tional events, and to serve as a resource

with a directors and officers policy tage of our video lending library. for insurance and risk management

with NIAC or ANI-RRG is one of Topics range from driver safety and information for nonprofits. Staft made

our most valuable services. employment practices to the preven- more than 20 presentations for nonprofit
tion of sexual abuse. New titles are support organizations and attended and

In 2004, nearly 150 members took being added to the library on a regular exhibited at 20 conferences.

advantage of this resource. These con- basis. More than 90 videos were

sultations helped our nonprofits avoid loaned in 2004.

the most common errors in terminating
employees, and as a result, helped avoid
many expensive and time-consuming

lawsuits.

Vehicle Monitonng Program
This free member program provides
bumper decals with a toll-free number
to solicit both positive and critical
comments from motorists about how
vehicle operators are driving. More
than 1,800 insured vehicles were mon-
itored in 2004 using the Safetrak™

Program.

Educational Booklets
Eight booklets (available free on the
website and in print) are currently
available, covering topics such as spe-
cial events, directors and officers insur-
ance, what nonprofits need to know

about lawsuits, managing volunteers,

tips for vehicle S:If(:t'_\-‘ Programs, avoid- OAKLAND LEAF, OAKIAND, CA—Ouakland I .eaf develeps creative educational programs, for children, youth, families
ng H‘C}{ll‘ll 'lhll'i(‘, |n-‘1n'[ging C()“'lbﬂl"l' and elders in the city of Oakland. ’.’::;ph‘.s of focus include soctal justice, sustainable c‘.'ofﬁ{y. youth enmpowerment and

S al abus 2 g coll: 4 : .97 5 § . 7). it
the arts, Oakland Leaf also manages Oakland Peace Camp, a summer arts and nenviolence program for children.

tion risks and Inanagang l'l:Chll()iOg_\' Pictured above are first grade students in an Oakland Leaf afterschool program. Find out more at www.oaklandleaf org.
risks. Each booklet has been written

specifically for the nonprofit reader.

Many case studies and sample forms

are available in each booklet.



http://www.eldergarden.org
http://www.oaklandleaf.org

MEET OUR MEMBERS

- rom feeding the homeless to 2004 MEMBER CON

providing services to the elderly,

o programs ﬁ)l’ our young pﬂ()p]c. Philanthropy, Volunteerism,
Grantmaking - 3%

to animal rescue groups—nnnprnﬁts

Neighborhood Improvement

Other - 2%
& Social Action - B%

work to make our communities a bet-

ter place to live. Continuously chal- Shelter, Nutrition, Ry

Employment - 12% 83
8%

lenged with funding cuts and budget
constraints they continue to find

creative ways to fulfill their missions.

Mental Health, Health-Related,
Developmental Disabilities
13%

We are proud to be associated with
the organizations that make up this

important sector and do our best to

support their efforts by providing
; A Community Service

them with appropriate insurance 29%

coverages and risk management

tools to protect their organizations

and their clients. ;
Art & Education - :

To learn more about the diverse
group of nonprofits that comprise our
membership, take a few moments to
read the following member profiles.
A complete list of our members (as
of 12/31/2004) is furnished in the
back pocket of this report.

The Nonprofits Insurance Alliance
Group actively writes business in:
*  CALIFORNIA
COLORADO
CONNECTICUT
DELAWARE
DistricT OF COLUMBIA
lowa
«  KANSAS
MARYLAND
*  MICHIGAN
MISSOURI
«  INEBRASKA
*  NEVADA
*  NORTH CAROLINA

Ouio

*  OREGON

*  PENNSYLVANIA KoreaTownN YOUTH AND CoMMUNITY CENTER (KYCC), LoS ANGELES, CA—KYCC' services and
UraH programs target recently immigrated, economically disadvantaged youth and families in the Koreatown area of Los
VERMONI .-‘f:{;\!{'ﬁ“, 'f}_'s;:-,-'nrrx;‘f;ﬂ' services in the areas r:,_‘,?"_\'curfr .:f{*:'e'.r'.;‘,-‘:.'r:(‘.r..’f. K-12 academse enrichment, childcare, mental bealth
VIRGINIA services, .r{,[_.i‘s:‘.-ﬂ-r{"fn' é‘-’i:i:l'ng. small business assistance, environmental services and h‘rﬁfrufu‘b’xg\. Pictured above are some
WASHINGTON of KYCC's academic program students on a field trip to the Long Beach Aquarium. Find out more at wiww.kyccla.org.

WWW.INSURANCEFORNONPROFITS.ORG



http://www.kyccla.org

MEMBER PROFILES

AfricAid
—Golden, CO

’ WILDCOAST
—Imperial Beach, CA

WILDCOAST is a conservation team,
dedicated to the preservation of endan-
gered species and threatened coastal
wildlands of the Californias. Through
community outreach, activism and
media campaigns, they combat threats
to imperiled beaches, bays, lagoons and
islands and develop reserves to protect

them into the future.

WIiLDCOAST has spent the last

decade building partnerships and

AfricAid began in 1996 when Ashley

; rofessional friendships with eritically
Shuyler, then only 11 years old, went I I -

S o : : situated conservationists, fishermen,
on safari to Kenya and Tanzania. After

: - : ; 3 community activists, ranchers and

witnessing poverty for the first time, e ; i

K 4 < the families who inhabit these endan-

she realized how fortunate most of us {ol
: : rered places.

are in America. Her dream was to help 8 I

those who had no access to educational =) :
3 Pictured below, elementary school chil-
opportunities to get the tools they

. ol dren learn the importance of protecting
needed to better their lives. LS e W
the endangered marine life of California,

; 5 Find out more at www.wildcoast.net.
Four years later, after much research

and planning, AfricAid officially began
functioning as a fundraising organiza-
tion for this cause. Through a variety

of events, money is collected in the : @ ﬁi i. q! "
United States for scholarships and M " o e
educational materials. It is distributed e ‘
through other nonprofit organizations

or individuals on the African continent.

Pictured above is Ashley on a recent
trip to Tanzania. Find out more at

www.africaid.com.
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MEMBER PROFILES

Canine Partneérs for Life
—QCathranville, PA

The Friendship Club
—Nevada City, CA

Canine Partners for Life (CPL) trains
and places assistance dogs with indi-
viduals with mobility impairments to
help increase their independence and
quality of life. CPL has several types of
assistance dogs in its program including

service dogs, seizure alert dogs, home

COMpanions and residential companions.

CPL assistance dog recipients have

a wide variety of physical disabilities
including muscular dystrophy, multiple
sclerosis, cercbral palsy, spinal cord inju-
rics, seizure disorders and more. The
one thing they all have in common is a
drive to become more imlc'ptn‘nicnr and
a commitment to do what is necessary

to have an assistance dog in their life.

Training for the dogs at the CPL facil-
ity takes abour a year. Once a dog and
applicant are matched, additional train-
ing is provided railored to the specific
needs of the applicant. Find out more at

www.k94life.org,

NCEFORNONPROFITS

The Friendship Club provides programs
and services for at-risk adolescenr girls
in the rural community of Nevada
County, California. Their focus is to
teach the girls important life skills

and empower them to complete their

education and lead responsible lives.

The Friendship Club accepts referrals
from social service agencies, middle
schools, and families. Critenia for refer
rals include the following: single parent
or gra ndp.n'vm home, low academic
achievement, economic need, emotional

problems, and/or social isolation.

The Friendship Club staff works with
more than 150 volunteers to offer after
school tutoring, cultural field trips,
summer camp and mentoring. Pictured
below, two new friends share a crafr
project at an assisted living facility. Find

out more at www.friendshipelub.org.



http://www.friendshipclub.org
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MEMBER PROFILES ™

Hope House
—Washington, DC

—— J, e

Door Dog Music Productions
—San Francisco, CA

Door Dog Music Productions supports
and promotes the diversity of cultures
of the world through the rich music

within each culture.

Door Dog international music pro-
grams include the San Francisco World
Music Festival, world music concerts,
educational programs, master classes,

national tours and recording resources.

Quality performances from a variety of
cultures range from traditional music Hope House was founded to meet a

to contemporary explorations. need created when, in 2001, Lorton

prison in Washington, DC was closed

By providing resources for musicians and the nearly 10,000 District inmates

and educators, Door Dog Music Pro- e CATceTAted thETE were transferrad ta

ductions secks to make the performers federal prisons across the United States.

| music and culture more accessible,

and to promote an understanding and Hope House offers programs to these
I appreciation of the music and the prisoners who are incarcerated far from
| associated cultures. Find out more at home, and for their families. The pro-
' www.doordog.org. grams work to decrease recidivism and

keeping incarcerated fathers connected

to their families and the community.

One program sends young children of

inmates a children’s book with an audio

tape recording of their father reading it
to them. Other programs include video
internet connections between fathers
and children and a summer camp
where kids can spend time visiting their
dads in person, with structured time
and support from counselors. Hope
House also provides resources to kids
and moms, and does outreach and

education in the community. Find out

more at www.hopehousedc.org.

A HEAD FOR INSURANCE. .. A HEART FOR NONPROFITS
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MEMBER PROFILES

The Ride Cennhection
—Portland, OR

Cardiovascular Disease
Foundation—Car/lsbad, CA

The Cardiovascular Disease Founda-
tion strives to lessen human suffering
from cardiovascular disease (CVD) and
improve the quality of life for those who
have it. It also serves as a resource

for research and information on CVD
prevention, treatment and diagnosis.
One in three people in the United
States die from CVD, and it is our

country’s leading cause of death.

o g T X The Foundation offers a variety of pro-
Ride Connection links individuals with :
i . grams and services to teach people of
accessible transportation. Since 1988, ;

all ages how to prevent and recognize

CVD and its many risk factors. These
include health screenings, the Healthy

Ride Connection has coordinated door-
to-door transportation for older adults

and people with disabilities in Clackamas, A5
) y Heart Nutrition Program, classroom

Multnomah and Washington counties. ]
presentations, support groups and com-

Lp— Ao s munity events. Pictured below, some
Beginning in 2000, Ride Connection A :
volunteers participate in the annual

Run/Walk for Life and Health Fair,

which is their primary annual fundraiser.

began to coordinate rural general public

service in Washington County, and service

to low-income individuals for job skills "
"y ; i Find out more at www.cvdf.org.

training and employment opportunities.

In 2003, Ride Connection extended its

services into Clark County, Washington.

Pictured above, these seniors are taking
advantage of the RideAbout Shuttle pro-
gram, which offered special evening tours
of the area’s holiday lights displays. Find

out more at www.rideconnection .org.

NPROFITS.0ORG
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Nonprofits Insurance Alliance Group

INDEPENDENT AUDITORS” REPORT

o the Board of Directors of

Nonprofits Insurance Alliance Group

In our opinion, the accompanying
combined balance sheets as of Decem-
ber 31, 2004 and 2003 and the related
combined statements of income and
changes in total equity and cash flows
present fairly, in all material respects,
the financial position of Nonprofits
Insurance Alliance Group (the “Group”)
ar December 31, 2004 and 2003, and
the changes in their total equity and
their cash flows for the years then
ended in conformity with accounting
principles generally accepted in the
United States of America. These fin-
ancial statements are the responsibility
of the Group’s management. Our res-
ponsibility is ro express an opinion on
these financial statements based on
our audits.

.

We conducted our audits of these
statements in accordance with auditing
standards generally accepred in the
United States of America. Those stan-
dards require that we plan and perform
the audits to obtain reasonable assurance
abour whether the financial statements
arc free of marerial misstatement. An
audit includes examining, on a test basis,
evidence supporting the amounts and
disclosures in the financial statements,
assessing the accounting principles

used and significant estimates made by
management, and evaluating the overall
financial statement presentation. We
believe that our audits provide a reason-

able basis for our opinion.

ﬁ?;cawm’m &Mc(/o@ows LLP

March 23, 2005




Nonprofits Insurance Alliance Group

COMBINED BALANCE SHEETS

2004 2003
Assets
Investments
Debt securities (amortized cost: 2004 - $87,283,256;
2003 - $65,215,236) $ 87,048,365 $ 65,442,568
Equity securities (cost: 2004 - $2,624,643; 2003 - $623,553) 2,852,593 760,252
Total investments 89,900,958 66,202,820
Cash and cash equivalents 7,269,441 10,153,164
Premiums receivable, net 13,561,416 13,090,703
Interest receivable 748,896 576,257
Other receivable 528,407 516,542
Prepaid expenses and other assets 234,473 201,043
Reinsurance recoverables 19,175,780 12,010,146
Prepaid reinsurance premium 6,922,521 5,811,877
Deferred acquisition costs 3,886,509 3,469,657
Property and equipment, net of accumulated depreciation
of $1,974,117 in 2004 and $1,476,834 in 2003 7,439,054 7,839,725
Total assets $ 149,667,455 $ 119,871,934
Liabilities and Equity
Liabilities
Loss and loss adjustment expense reserves § 56,666,399 § 41,363,165
Accounts payable and other accrued liabilities 2,772,108 2,628,154
Unearned premiums 27,894,785 24,914,167
Reinsurance payable 1,508,801 1,157,585
Loan payable 3,905,734 4,075,734
92,747,827 74,138,805
Subordinated debt 1,000,000 -
Total liabilities 93,747,827 74,138,805
Total equity - unrestricted
Members’ contributions 900,507 900,507
Capiral contributions 10,000,000 10,000,000
Accumulated earnings 45,026,062 34,468,591
Unrealized (losses) gains on investments, net (6,941) 364,031
Total equity - unrestricted 55,919,628 45,733,129
$ 149,667,455  § 119,871,934
T /
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Nonprofits Insurance Alliance Group

COMBINED STATEMENTS OF INCOME

AND CHANGES IN TOTAL EQuITY

Revenues
Gross written premium
Ceded premium
Net written premium
Increase in unearned premium, net
Net earned premium
Net investment income
Net realized gain on sales of investments
Other income
Total revenues
Expenses
Losses and loss adjustment expenses incurred, net
Salaries and employee benefits
Commission expense, net
Other expense
Total expenses

Net income

Other -\'h.‘-nl'_{-'.'.\ in toral n'(.'i_lif_\
Return of premiums

Change in net unrealized gains on investments

Total equity - unrestricted, beginning of year

Total equity - unrestricted, end of year

2004 2003
$ 56,695,605 $ 49,136,703
(13,848,650) (11,271,975)
42,846,955 37,864,728
(1,869,974) (5,896,871)
40,976,981 31,967,857
2,145,151 1,942,765
4,492 620,209
924,875 587,401
44,051,499 35,118,232
21,240,574 16,080,880
4,428,485 3,548,980
6,285,319 5,882,239
1,539,650 988,248
33,494,028 26,500,347
10,557,471 8,617,885
. (446,667)
(370,972) (778,680)
10,186,499 7,392,538
45,733,129 38,340,591
$ 55,919,628 45,733,129




Nonprofits Insurance Alliance Group

COMBINED STATEMENTS OF CASH FLows

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by
operating activities
Net realized gains on investments
Loss on disposal of property and equipment
Depreciation and amortization
Amortization of premium of debt securities
Changes in assets and liabilities
Premiums receivable
Interest receivable
Other receivable
Prepaid expenses and other assets
Reinsurance recoverable
Prepaid reinsurance premium
Deferred acquisitions costs
Loss and loss adjustment expense reserves
Unearned premiums
Reinsurance payable
Accounts payable and other accrued liabilities
Net cash provided by operating activities
Cash flows from investing activities
Purchases of investments
Proceeds from sales and maturities of investments
Purchases of property and equipment
Net cash used in investing activities
Cash flows from financing activities
Return of premiums
Proceeds from subordinated debt
Repayment of loan payable
Net cash provided by (used in) financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosure of cash tlow information

Interest paid

2004 2003
$ 10,557,471 8,617,885
(4,492) (620,209) -

5,775 -

606,633 541,186
901,157 700,609
(470,713) (5,115,407)
(172,639) (91,876)
(11,865) (255,552)
(33,430) (57,412)
(7,165,634) (3,905,944)
(1,110,644) (1,757,204)
(416,852) (333,004)
15,303,234 9,440,635
2,980,618 7,654,075
351,216 (245,421)
143,954 1,223,921
21,463,789 15,796,282

" (78,642,915) (82,926,837)
53,677,140 76,122,184
(211,737) (1,532,718)
(25,177,512) (8,337,371)

= (446,667)

1,000,000 c
(170,000) (165,000)
830,000 (611,667)
(2,883,723) 6,847,244
10,153,164 3,305,920

$ 7,269,441 10,153,164
$ 99,465 90,533

WWW. INSURANCEFORD

NPROFITS.ORG



Nonprofits Insurance Alliance Group

NOTES TO COMBINED FINANCIAL STATEMENTS

1. ORGANIZATION

Nonprofits Insurance Alliance Group (the “Group”) consists of nonprofit companies
whose primary activities include serving 501(c)(3) tax-exempt nonprofit organiza-
tions by providing a source of liability insurance coverage tailored to the special-
ized needs of the nonprofit sector, and assisting these organizations to develop
and implement successful loss control and risk management programs. The Group
includes Nonprofits’ Insurance Alliance of California, Inc. (“NIAC”), Alliance of
Nonprofits for Insurance, Risk Retention Group, Inc. (“ANI-RRG”), National
Alliance of Nonprofits for Insurance, Inc. (“NANI"), and Alliance Member

Services, Inc. (FAMS”).

NIAC operates as a risk pool in California pursuant to authorization under
Section 5005.1 of the California Corporations Code. NIAC provides commercial
general liability, social service professional liability, business automobile liability,
auto physical and property damage, employer’s non-owned and hired auto liability,
improper sexual conduct, directors and officers liability and umbrella liability
coverage to its members.

ANI-RRG and NANI operate as captive insurance companies in Vermont
pursuant to authorization under Section 6002, Vermont Statutes Annotated,
and are subject to the rules, regulation and supervision of the Vermont Depart-
ment of Banking, Insurance, Securities, and Health Care Administration. ANI-
RRG provides commercial general liability, social service professional liability,
employee benefits hability, business auto liability, and non-owned and hired
utomobile liability, improper sexual conduct liability, directors and officers
liability and umbrella liability coverage to its members. NANI provides
reinsurance to affiliates in the Group and certain other carriers providing

coverage for NIAC and ANI-RRG members.

The Group does not participate in insurance guarantee associations, which are
state organizations that guarantee certain payments to claimants in the event

of an insolvency of a regulated insurer.

AMS is a nonprofit company incorporated in Vermont to provide management
services to affiliates in the Group and is responsible for their overall operation,
including policy services, claim management, member services, reinsurance
negotiations, marketing, accounting and financial management, and general

and administration management.




2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accompanying combined financial statements include the accounts of NIAC,
ANI-RRG, NANI and AMS. The financial statements have been prepared on
the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America. All balances and transactions between
the companies have been eliminated in combination. The Group follows account-

ing and reporting policies for insurance enterprises.

P ] Coayp yid Foettmatac

The preparation of combined financial statements in conformity with accounting
principles generally accepted in the United States of America 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 finan-
cial statements and the reported amounts of revenues and expenses during the

reporting period. Actual results could differ from those estimates.

Premiums are recognized as earned on a pro rata basis over the terms of the poli-
cies, usually twelve months. Unearned premiums reserves are established to cover

the unexpired portion of premiums written.

_f} _’..'-"“- i

Policy acquisition costs incurred are deferred and amortized over the period of pre-
mium recognition. These costs generally include commissions, underwriting, policy
issuance and marketing costs. Amortization of acquisition costs was $7,123,699 for
2004 and 85,939,251 for 2003. Anticipated investment income is not considered in

determining if a premium deficiency exists.

Data processing equipment, purchased software, and office furniture and equip-
ment are stated at cost, net of accumulated depreciation, and depreciated over five
years using the straight-line method. Building is stated at cost, net of accumulated
depreciation, and depreciated over 40 years using the straight-line method. Land is
stated at historical cost. Upon retirement or disposition of property and equipment,

any gain or loss is included in income.

Investments in debt and equity securities are classified as available-for-sale and are
reported at market value, with unrealized gains and losses excluded from operating
earnings and reported as a separate component of total equity. Fair value of equity
securities is estimated by using quoted market prices for most securities. Estimated
fair values of debt securities are based on average bid prices, or for newly issued

securities, the average bid prices of similar issues with the same life and expected

yields. Declines in the fair value of investments which are determined to be other




than temporary, are included in net investment income as a realized loss. Net real-
ized investment gains or losses are recognized based upon the specific identifica-

tion of investments sold.

Cash and cash equivalents include cash on hand and money market mutual funds.

The liability for losses and LAE consists of estimated costs of each unpaid claim
reported prior to the close of the accounting period, as well as those incurred but
not yet reported. Management believes that the reserves for losses and LAE at
December 31, 2004 and 2003 are appropriately established in the aggregate and
adequate to cover the ultimate net cost of reported and unreported claims arising

from losses which had occurred by that date.

Such reserves are necessarily based on estimates and the ultimate net cost may vary
from such estimates. These estimates are regularly reviewed and updated using

the most current information available. Any resulting adjustments, which may be
material, are reflected in current operations.

r
eI IaTIce

Reinsurance recoverables, including amounts related to claims incurred but not
reported, and prepaid reinsurance premiums are reported as assets. Estimated
reinsurance recoverables are recognized in a manner consistent with the liabilities

relating to the underlying insured contracts.

Tse

The companies in the Group are tax-exempt for federal tax purposes under Section

501(c)(3) of the Internal Revenue Code.

Eerrmintond oty Valra vt N} sr1xl] Tareis o
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The carrying value of cash, premiums receivable and reinsurance payable approxi-
mate their estimated fair value. Fair value of the loan payable is estimated to be
carrying value, as the loan has a variable interest rate.

Costs incurred in developing information systems technology are capitalized and
amortized over their useful lives from the dates the systems technology becomes
operational not to exceed seven years.

[

{-\ eclassif YR
Certain amounts from the prior year have been reclassified to conform to the
current year presentation. These reclassifications have had no effect on net

income or total equity.

A HEAD FOR INSURANCE. . A HEART FOR NPROFITS




INVESTMENTS

Investments carried in the accompanying balance sheets at estimated fair value, consist of the

following as of December 31, 2004 and 2003:

Cost or Estimated

Amortized Unrealized Unrealized Fair

2004 Cost Gains Losses Value
Corporate obligations $ 26,412,017 $ 321,798 $ 200,037 $ 26,533,778

U.S. government and

agency obligations 24,354,118 128,027 195,808 24,286,337
Mortgage-backed securities 4,008,618 7,193 22,118 3,993,693
Asset-backed securities 29,671,159 30,289 281,253 29,420,195
Other debt securities 2,837,344 13,782 36,764 2,814,362
Total debt securities 87,283,256 501,089 735,980 87,048,365
Equity securities 2,624,643 254,552 26,602 2,852,593
Total investments  § 89,907,899 $ 755,641 $§ 762,582 $ 89,900,958
L-'\JT-[ or ]':\:':?‘!L{M‘Ll

Amortized Unrealized Unrealized Fair

2003 Cost (ains Losses Value
Corporate obligations $ 19,633,182 $ 390,482 $§ 135,006 $ 19,888,658

U.S. government and

agency obligations 23,152,645 137,873 55,976 23,234,542
Mortgage-backed securities 4,103,145 7,118 25,602 4,084,661
Asset-backed securities 17,615,458 40,684 114,224 17,541,918
Other debt securities 710,806 - 18,017 692,789
Total debt securities 65,215,236 576,157 348,825 65,442,568
Equity securities 623,553 147,584 10,885 760,252
Total investments $ 65,838,789 § 723,741 $ 359.710 $§ 66,202,820




The amortized cost and estimated fair value of investments at December 31, 2004, by contractual

maturity, are shown below. Actual maturities may differ from contractual maturities because borrowers

may have the right to call or prepay obligations with or without call or repayment penalties.

2004

Cost or Estimated

Amortized Fair

Cost Value
Due in 1 year or less $ 6,658,619 $ 6,643,683
Due after 1 year through 5 years 40,067,862 39,878,779
Due after 5 years 6,876,998 7,112,015
Mortgage-backed securitics 4,008,618 3,993,693
Asset-backed securities 29,671,159 29,420,195
$ 87,283,256 $ 87,048,365

Gross realized gains and losses on sales of debt securities were $136,056 and $141,977 in 2004,
respectively, and $931,419 and $60,231 in 2003, respectively. Gross realized gains and losses on
sales of equity securities were $12,426 and $2,013 in 2004, respectively, and $33,838 and $24,287
in 2003, respectively. In addition, in 2003 a realized loss of $260,530 was recognized on a fixed
income security.

At December 31, 2004, unrealized losses on individual securities were as follows:

Debt Securities

Equities
Unrealized Fais Unrealized Fair
[Losses \.iliu.' Losses \':!lm_"
Length of time in unrealized loss position
12 months or greater § 451,025 $ 26,786,805 $ 6,559 § 100,300
Less than 12 months 284,955 36,774,714 20,043 530,935

$ 735,980 $ 63,561,519 $ 26,602 $ 631,235

4, PREMIUMS RECEIVABLI

The Group includes in premiums receivable the unpaid balance of premiums due from policyhold-
ers that are payable in full on the effective date of the insurance policy or in installments under the
Group’s installment payment plan, including any related finance charges. The Group also includes
amounts due from policyholders of property and auto physical damage policies issued pursuant to
a property insurance program with a third party insurer and administered by AMS. The total pre-
mium receivable under the property program for the benefit of the third party insurer amounted to
$2,095,697 and 82,052,640, as of December 31, 2004 and 2003, respectively.

A HEAD FOR INSURANCE... A HE,
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5. PROPERTY AND EQUIPMENT

Property and equipment at December 31 consists of:

2004 2003

Computers and software $ 1,307,090 $ 1,330,205
Furniture and fixtures 179,126 177,976
Internal software 2,143,770 2,024,681
Land 1,481,423 1,481,423
Building 4,301,762 4,302,274
9,413,171 9,316,559
Accumulated depreciation (1,974,117) (1,476,834)
Property and equipment, net § 7,439,054 $ 7,839,725

Depreciation and amortization expense of $606,633 and $541,186, including amortization of lease-

hold improvements, was recognized for the years ended December 31, 2004 and 2003, respectively.

6. LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES

Activity in the loss and loss adjustment expense reserves is summarized as follows:

2004 2003
Gross loss and loss adjustment expense reserves,
January 1 $ 41,363,165 § 31,922,530
Reinsurance recoverables on unpaid loss and loss
adjustment expenses (11,833,238) (8,104,202)
Net loss and loss adjustment expense reserves 29,529,927 23,818,328
Incurred related to:
Current year 22,907,140 16,853,409
Prior years (1,666,566) (772,529)
Total incurred 21,240,574 16,080,880
Paid related to:
Current year 4,236,309 3,116,858
Prior years 8,450,826 7,252,423
Total paid 12,687,135 10,369,281
Ner loss and loss adjustment expense reserves,
December 31 38,083,366 29,529,927
Reinsurance recoverables on unpaid loss and loss ‘
adjustment expenses 18,583,033 11,833,238 |
Gross loss and loss adjustment expense reserves,
December 31 $ 56,666,399 § 41,363,165

As a result of changes in estimates of insured events in prior years, the loss and loss adjustment
expense reserves decreased in 2004 by a net $1,666,566 and by a net $772,529 in 2003. In evaluating
its 2004 and 2003 actuarial reports, the Company determined that the actual experience in certain of
its lines of business has developed more favorably than original estimates. As a result, management

has determined that reserve reductions for prior years are appropriate,

WWW, INSURANCIFORNONPROFI 15.0RG



7. LOAN PAYABLI

On May 1, 2000, NIAC entered into an agreement with the California Statewide Communities
Development Authority (the “Authority”) to borrow $4,560,000, which represents all of the proceeds
from the Authority’s May 1, 2000, Series 2000A bond issuance. The bond matures in 2020.

Interest payments are due monthly. The interest rate is assessed on a weekly basis, and is dependent
upon the currént market rate as determined by an independent marketing agent named in the original

agreement.

Principal repayments are due annually on September 1, as follows:

2005 $§ 180,000
2006 185,000
2007 195,000
2008 200,000
2009 210,000
Thereafrer 2,935,734

$ 3,905,734

The bond proceeds were used to finance the costs of the acquisition, construction, improvement and
cquipping of NIAC's administrative building. Interest expense on the bonds totaled $96,187 and
$90,533 for the years ended December 31, 2004 and 2003, respectively.

8. SUBORDINATED DEBT

In October 2004, ANI-RRG entered into a Surplus Note loan agreement with a bank to borrow up
to $2 million. ANI-RRG borrowed 81 million under the Surplus Note and, after meeting certain
conditions, may borrow up to an additional $1 million. The principal balance matures on October 15,
2024 and is payable ro the bank with any unpaid interest. Interest is provided on the unpaid balance
at an annual rate of 2%, payable in quarterly installments. Any payment of principal or interest is sub-
ject to prior written approval of the Insurance Commissioner of the State of Vermont and is subordi-
nated to the prior payment of, or provision for, all general Liabilities of ANI-RRG and the claims of
policyholders and creditors of the ANI-RRG.

At December 31, 2004, ANI-RRG had $1 million outstanding under the Surplus Note. After receiv-
ing prior written approval from the Insurance Commissioner, ANI-RRG paid total interest of $3,278
in 2004,

9. REINSURANCH

The Group purchases reinsurance protection through NANI on liability risks under excess-of-loss
contracts. NANI retrocedes these risks with policy limits in excess of its own retention, between
§175,000 to 300,000 in 2004 and in excess of $250,000 in 2003, up to a $1 million limit under

the first excess of loss contract and up to 84 million and $3 million under the second excess of loss
contract in 2004 and 2003, respectively. NANI also assumes a 10% quota share for property risks
with maximum policy limits of $3 million in 2004 and 2003. In addition, NANI retrocedes umbrella
policies on a 97.5% quota share treaty basis in 2004 and 2003.

A HEAD FOR INSURANCE. .. A HEART FOR NONPROFITS




These limits are on a “per occurrence” basis and “losses” for the purposes of these agreements include
indemnity and allocated loss adjustment expenses. Risks reinsured would become an expense of the
ceding companies in the event the reinsurer is unable to or will not fulfill the obligations assumed

under the agreements,

The table below reflects the financial statement captions which are stated net of the effects of

reinsurance:

Reinsurance ceded

2004 2003
Premium earned $12,738,002 $ 9,514,771
Loss and loss adjustment expenses incurred $ 8,912,641 $ 7,513,111
Commission expense $ 7,742,493 $ 6,842,310
Deferred acquisition costs § 4,529,474 $ 4,033,865

For the years ended December 31, 2004 and 2003, NANI received ceding commission of $1,412,127
and $1,258,121, respectively. The ceding commission is recorded as a reduction to deferred acquisition

costs, subject to amortization, in the financial statements.

Certain of these reinsurance contracts contained profit sharing provisions which could result in a
refund of reinsurance premium based on favorable loss experience. Further, certain contracts pro-
vided for the payment of additional reinsurance premium in the event of unfavorable loss experience.

NIAC has accrued additional reinsurance premium based on expected loss experience.

Reinsurance recoverable at December 31, 2004 and 2003 are due from two third-party reinsurance
companies, both of which are rated A+ or better by A.M. Best.

10.401(K) PROFIT SHARING PLAN

Eligible employees of AMS may participate in a 401(k) plan. The employer contributes 4% of each
employee’s gross salary. Eligibility for the plan occurs on the first day of each quarter. The amounts
contributed by the employer to the Plan were $163,746 and $198,265 in 2004 and 2003, respectively.

11. CAPITAL AND SURPLUS

ANI-RRG and NANI are required by the Vermont Department of Banking, Insurance, Securities,
and Health Care Administration to maintain capital and surplus at minimums of $1,000,000 and
$750,000, respectively, in cash, money market funds, and certificates of deposit and treasury bills with
maturities of one year or less. Their ability to pay dividends is restricted and subject to prior regulatory
approval. At December 31, 2004, the reported capital of ANI-RRG and NANI was in excess of the

minimum regulatory requirement.
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&S ENVIRONMENTAL SAVINGS STATEMENT

This annual report was printed on paper made of 100% recycled

fibers, 80% post-consumer waste, processed chlorine free,
By using this environmentally-friendly paper, the Nonprofits
Insurance Alliance Group has SAVED the following resources:
greenhouse
water | ENETEY solid waste | gases
1,487 2,514

pounds »ounds
H F



http://www.treesforlife.org
http://www.sundayfricnds.org
http://www.spcakingofdance.org
http://www.weaveinc.org
http://www.rocksf.org
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