FROM THE CHAIRMAN
Thank you for your business with NAMICO. As most of you know, NAMICO was founded in the tumultuous insurance market of the
1980s to address the difficulties member companies faced in obtaining professional liability coverage. What was a good idea 30
years ago, remains a great idea today, as we do one thing and do it well: Serve the professional liability needs of NAMIC member
companies and their agents.
We maintained our financial strength in 2016 – strength that provides NAMICO with the resources to keep its promise to its
policyholders. We ended the year in a profitable position due to our investment gains that made up for a rather substantial – and,
fortunately, unusual – underwriting loss. While we always strive to achieve an underwriting profit, our history shows we have
averaged one year of net underwriting loss per decade. But paying several large claims also shows the value of NAMICO – a
company that is responsive to policyholders when they need it most, expertly handling challenging, complex, and sometimes very expensive claims.
NAMICO is a stock company, but our corporate cells are programmed with the DNA of a mutual insurance company. Like you, we know the value of stable
and consistent service in the markets we serve. I’ve been chairman for nearly half of NAMICO’s history and during that time we’ve seen many competitors
burn their way into the professional liability market only to burnout as claims came in or company leadership decided to go in a different direction. We don’t
like competing against these here-today-gone-tomorrow companies, but they have been the training ground of some of our great NAMICO staff.
And speaking of staff, NAMICO is managing through a retirement-driven changing of the guard in several senior roles under Tim Sullivan’s leadership.
Though professional liability insurance skills can be a challenging category, NAMIC and NAMICO have been recognized as Best Places to Work in Indiana,
which helps us attract and retain qualified staff.
Finally, I’d like to recognize our excellent board that is made up of your peers, mutual insurance company leaders. This summer we will challenge them to
help set the course for NAMICO as we conduct strategic planning to retool our vision, mission, and objectives for the company.
NAMICO exists for you, the NAMIC member. And without you – the policyholders, shareholders, and reinsurance facility (pool) members – NAMICO would
not be celebrating the milestone of three decades of service to mutual insurance companies and their agents.
Thank you for your confidence in NAMICO as your choice for your professional liability insurance needs.

Charles M. Chamness
Chairman of the Board

FROM THE PRESIDENT AND CEO
While 2015 results were impacted by investment results, 2016 results were impacted by large claims. A relative handful
of new claims resulted in payments exceeding $8 million. All but one of the claims came from long-term NAMICO
policyholders, not from new policyholders added during our recent growth. The claims demonstrate, in striking fashion,
how a bad faith claim against a company or a negligence claim against an agency can stalk our policyholders. All it takes
is a few seemingly small glitches and suddenly the damages are measured in hundreds of thousands or millions of dollars.
Claims like these are why your company has the NAMICO coverage.
With these claims, NAMICO failed to achieve an underwriting profit; rather, an underwriting loss of just over $1Million
was booked. Investments did better in 2016 and offset the underwriting loss. After consideration of tax issues, NAMICO
achieved a Net Income of approximately $800,000. Total Program premium exceeded $15 million, and retention exceeded 95%. Mergers and
demutualizations continue to impact retention; with larger companies merging and demutualizing in addition to the smaller companies. New
business was below goal, but is already recovering for 2017. Slightly more than $1 million was added to the surplus, which now exceeds $27
million.
The end of 2016 marked the beginning of a time of transition for the team, especially in the underwriting department. Between December 2016
and December 2017 four key staff members with about 65 years of experience underwriting NAMIC member companies and their agents will have
retired. In their place, a new team is ready, headed by Ted Doughman, a June 2016 hire. In addition to these changes, NAMICO welcomes Tom
Kaehr, the new CFO/Treasurer, and Jen Hamilton, who replaces Ed Roesch as head of claims as Ed anticipates his 2018 retirement.
2017 marks the 30th anniversary of NAMICO’s first policy issuance. Incorporated in 1986, the first policies were effective July 1, 1987. The
NAMICO team recognizes that first and foremost we are a service to members, and the team continues the 30-year effort to provide OUTSTANDING
SERVICE and CREATIVE SOLUTIONS while achieving profitability.
On behalf of the 2016 staff: retired, retiring, and still on the job, I thank the members of the NAMICO board of directors. NAMICO is fortunate to have
a board composed of very experienced directors, all of whom are dedicated to the success of NAMICO and its mission. As importantly, thank you to
our policyholders, pool members, and shareholders. Without your confidence and trust, NAMICO would not be entering Chapter 31, which promises
to be noteworthy in the company’s long and exciting story.

Timothy F. Sullivan
President & CEO

FINANCIAL REPORT
FINANCIAL SUMMARY (STATUTORY) UNAUDITED
2016
ASSETS

Cash in Bank

2015

$ 484,294

$ 647,931

Bonds

26,177,296

31,911,808

Stocks

12,450,911

10,481,467

359,721

2,181,898

Short Term Investments

GWP
$16,000,000
$14,000,000

0

$6,000,000

2,091,529

$4,000,000

Funds Held by Reinsured Companies

8,092,257

7,677,997

$2,000,000

87,619

87,131

$0

1,017,926

260,000

-

258,000

Federal Income Tax - Deferred
Accrued Investment Income

263,972

TOTAL ASSETS

$ 51,048,940

LIABILITIES AND SHAREHOLDERS EQUITY
Reserve for Unearned Premium

$ 2,475,260

$ 2,485,288

6,188,674

6,609,293

981,551

1,080,756

70,148

9,204

Reinsurance Payable on Paid Losses & LAE
Reserve for Losses/Loss Adjustment Expenses
Accrued Expenses and Other Liabilities
Reinsurance Premiums Payable

0

Federal Income Tax - Deferred
Funds Held Under Reinsurance Treaties
Payable Securities

TOTAL LIABILITIES
Common Stock:
Class A; $51 Par Value; 2,000 Shares
Authorized, Issued, and Outstanding
Class B; $51 Par Value; 498,000 Shares
Authorized, 89,389 Issued, and Outstanding
Unassigned Surplus
TOTAL SHAREHOLDERS’ EQUITY

TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY

336,655

0

13,601,654

19,166,212

-

322,534

$ 23,653,942

$ 29,673,287

$ 102,000

$ 102,000

4,557,309

4,558,839

22,735,689

21,584,732

$ 27,394,998

$ 26,245,571

$ 51,048,940

$ 55,918,858

OPERATING RESULTS (STATUTORY) UNAUDITED
2016
2015

PREMIUMS EARNED

$1,000,000
$500,000

$583.4
$318.3

-$1,000,000
-$1,500,000

-$1,105.7
2012

$4,000,000
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000
$1,000,000
$500,000
$0
-$500,000
-$1,000,000

3,856,903

2,498,357

$30,000,000

2,352,787

2,058,635

(1,105,707)

363,303

$25,000,000

539,950

601,230

REALIZED CAPITAL GAINS (LOSS)

628,958

(1,122,979)

$15,000,000

(751,931)

204,000

$10,000,000

Change in Unrealized Capital Gains

$ 26,245,571

$ 26,330,976

815,132

(362,446)

662,481

139,070

(555,377)

433,708

184,603

(130,284)

-

0

Change in Capital

(1,530)

0

Change in Capital Paid In

(7,114)

0

Other

51,232

(165,453)

Change in Net Deferred Federal Income Tax
Change in Non-Admitted Assets
Change in Provision for Reinsurance

Change in Sharholders’ Equity
SHAREHOLDERS’ EQUITY - END OF YEAR

1,149,427

$ 27,394,998

(85,407)

$ 26,245,571

2016

$3.6

$1.6

$1.4
$.8

$-.4
2012

2013

2014

2015

2016

$22.1

$25.3

$26.3

$26.2

$27.4

2013

2014

2015

2016

$5,000,000
$0

SUMMARY OF CAPITAL AND SURPLUS
ACCOUNT (STATUTORY) UNAUDITED
2016
2015

Net Income

2015

$20,000,000

NET INVESTMENT INCOME EARNED

SHAREHOLDERS’ EQUITY - BEGINNING OF YEAR

2014

Surplus

Underwriting Expenses Incurred

$ (362,446)

2013

Net Income

Losses and Loss Expenses Incurred

$ 815,132

$363.3

-$500,000

$ 4,920,295

NET INCOME (LOSS)

2016

$0

$ 5,103,983

FEDERAL INCOME TAX EXPENSE (INCOME)

2015

$44.2

DEDUCTIONS

UNDERWRITING GAIN (LOSS)

2014

Net UW Income

0

Federal Income Tax - Current

2012

321,097

$ 55,918,858

2013

$15.1

$8,000,000

-

Federal Income Tax - Current

$14.9

$10,000,000

2,114,944

Reinsurance Recoverables

$14.2

$12,000,000

Agent Balances

Receivable for Securities

$12.3

$13.2

2012

Stock Value
$350.00
$300.00
$250.00
$200.00
$150.00
$100.00
$50.00
$0.00

$225.31

$241.71

2012

2013

$276.35

$288.12

$287.19

2014

2015

2016
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