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MERCANTILE SELF INSURANCE TRUST

INTRODUCTION

Financial Risk Analyéts, LLC has been retained by New York Compensation Managers, Inc.
(NYCM) to provide indicated Workers Compensatidn loss and loss adjustment expense (LAE)
reserves as of December 31, 2009 for the Mercantile Self Insurance Trust (the Trust). The Trust
is a Workers Compensation insurance pool for New York based retailers. The Trust began

providing coverage to its members on October 1, 1994.

The Trust provides statutory Workers Compensation and Employers Liability coverage to its
member insureds. Contributions are based on the latest available rates promulgated by the New
York Compensation Insurance Rating Board (NYCIRB). Rates are adjusted by each member’s

experience modification and other factors determined by the Trust administrators.

The Trust purchases specific excess reinsurance from New York Marine and General Insurance
Company. Individual losses are limited to $400,000 per accident. A complete history of self
insured retentions is presented on Exhibit 8. Administrative and claims handling services are

provided by New York Compensation Managers, Inc.

The Trust terminated operations effective February 29, 2008. It is currently shut down and

running off existing liabilities.

FINANCIAL RISK ANALYSTS 2
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MERCANTILE SELF INSURANCE TRUST

CONDITIONS & LIMITATIONS

GENERAL

Throughout this report and its exhibits the term "loss" is used to refer to losses inclusive of
allocated loss adjustment expense (ALAE). Allocated loss adjustment expense provides for all
expenses associated with the handling and settling of claims that can be directly attributable to a
particular claim. Such expenses typically include independent medical exams, rehabilitation
expenses, legal fees, investigatory expenses, expert witness fees, etc. Unallocated loss
adjustment expenses, or ULAE, are expenses associated with the handling and settling of claims
that cannot be specifically assigned to a particular claim. Such expenses are generally in the
nature of overhead expenses and for this report are limited to State of New York assessments on
self insurers. No costs associated with the Trust's program other than losses and loss adjustment

expenses (LAE) have been considered in this report.

DATA

We have useci data and other information provided to us by NYCM. This information consists of
contributions, loss, exposure, and excess insurance information. In addition, we have relied on
various oral representations made to us by the responsible employees of NYCM. Payroll data
for trust years beginning January 1, 2000 are on an “earned” basis. Prior to this, the Trust issued

coterminous policies and earned payroll was therefore equal to written payroll.

Although the data supplied have been reviewed for purposes of reasonability we have not
independently audited or verified this information and we assume it to be accurate and complete.
The results of our analysis will be contingent upon the reliability of the information supplied to
us and such reliability is the responsibility of NYCM. Should NYCM become aware of any
significant discrepancies in the data reported torus we should be notified of such discrepancies

and this report will be amended, if necessary.

FINANCIAL RISK ANALYSTS 3
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MERCANTILE SELF INSURANCE TRUST

In performing our analysis we have also relied on appropriate loss development data and other

information obtained from the New York Compensation Insurance Rating Board (NYCIRB) to

- supplement the actual historical data provided to us. This has been necessary due to the lack of

completely credible actuarial information from the Mercantile Self Insurance Trust.

UNCERTAINTY

Actuarial projections, by their nature, are estimates of future contingent events which cannot be
known with certainty. The ultimate liability of the Trust for its retained losses will be subject to
events that have yet to occur such as the size of future Workers Compensation awards, medical
cost inflation, judicial interpretations as to liability, as well as the propensity for claimants to
bring suit. No assumptions have been made in this report as to any extraordinary changes in the

legal, social, or judicial environment that might affect future losses.

While we believe the results presented in this report arc reasonable and reflect the use of
accepted actuarial principles and standards of practice it is possible that actual future loss results
of the Trust will differ, perhaps materially, from those projected herein. Nothing in this report
should be construed as a warranty or guarantee as to the adequacy of the liability estimates

contained herein.

Within this report a range of loss estimates is presented and characterized as “Low” and “High”.
This range is intended to present what we believe to be a reasonable range of expected loss
estimates. It should not be constructed as an absolute lower and upper bound as to possible loss

outcomes. Such a range would be considerably larger than the range presented in this report.

EXCESS INSURANCE

The reserve estimates contained in this report are net of all excess insurance purchased by the
Trust. We have made no attempt to analyze the éecurity of the Trust's excess insurer nor have
we made provision for any contingent liability that would be incurred by the Trust should its

excess insurer be unable to perform on any of its obligations.

FINANCIAL RISK ANALYSTS 4
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MERCANTILE SELF INSURANCE TRUST

ASSET QUALITY

No attempt has been made to evaluate the quality of the invested or non invested assets
supporting the loss and loss adjustment expense reserves of the Trust. It has been assumed that
the Trust's loss and LAE reserves are supported b&f creditworthy assets with minimal rfsk of

default and/or capital loss.

FINANCIAL RISK ANALYSTS 5
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MERCANTILE SELF INSURANCE TRUST

DISTRIBUTION & USE

This report is intended solely for the use of the Trust in evaluating its Workers Compensation
loss and loss adjustment expense reserves as of December 31, 2009. A copy of this report may
also be provided to the Trust's auditor with the proviso that the report is copied in its entirety and

that each party receiving a copy of this report agrees to not distribute the report to any other third

party.

This report is neither intended nor necessarily appropriate for any other purpose. However, we
understand that the Trust may request distribution to other parties as it is a runoff situation. We
request that the distribution of this report to any third patty be done under the following

conditions:

» this report‘is distributed unaltered and in its entirety; and
» each receiving party agrees not to discuss, reference or distribute this report to any
other party.
Each and every party receiving a copy of this report should understand that the receipt of this
report should not serve as a substitute for their own due diligence regarding this project. Each
party further agrees that no reliance should be placed on this report or the data contained within

this report that would create any duty or liability by Financial Risk Analysts, LLC to the party.

THE RECEIVING PARTY IS DEEMED TO HAVE ACCEPTED ALL AFOREMENTIONED
TERMS AND CONDITIONS BY ACCEPTING AND RETAINING A COPY OF THIS
REPORT.

FINANCIAL RISK ANALYSTS 6
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MERCANTILE SELF INSURANCE TRUST

SUMMARY & CONCLUSIONS

A. Loss and LAE Reserves as Of December 31, 2009

Based on the analysis contained herein the following are our expected loss reserve indications as

of December 31, 2009 for losses and loss adjustment expenses:

INDICATED OUTSTANDING LOSSES & LAE AS OF DECEMBER 31, 2009 ($000)

Undiscounted Discounted at 2.0% Discounted at 3.0%
Low Point High Low Point High Low Point High

$6,383 ‘$8,226 $6,008 $6,873  $7,739 $5,838  $6,679  $7,520

It should be noted that the above does not contain a liability for future assessments from the

State of New York that may be made on self insured trusts. These assessments could be
significant. The current volatility of the market due to recent failures of several trusts, along
with consistent changes to the methodology and rates for establishing assessments, make it
impossible to estimate future assessments. New York Compensation Managers has requested
that we issue this report without a liability for future assessments: We discuss assessments in

more detail below.

Expected loss indications are synonymous with the term “best estimate” and refer to the most
likely outcome from within a range of reasonable outcomes. Best estimate reserves generally
reflect a statistical confidence level of between 50% and 55%. A 55% confidence level means
there is a 55% likelihood that actual losses will be less than or equal to the estimate.

Alternatively, there is a 45% likelihood that actual losses will exceed the estimate.

Our liability indications are intended to provide for all Workers Compensation losses incurred by
the Trust during the period October 1, 1994 through December 31, 2009 under the terms and

conditions of its policy provisions.

FINANCIAL RISK ANALYSTS 7




MERCANTILE SELF INSURANCE TRUST

The reserve indications include a provision for the following:

¢ [osses on claims that have occurred but that are not yet known and not yet reported to
the Trust. These claims are part of the reserve provision known as IBNR or Incurred But

Not Reported.
e (ase reserves as established by NYCM for known, recorded claims.

e Future loss development on known, recorded claims. This is also considered a part of the

IBNR reserve.

The loss reserve indications presented on a discounted basis include a reduction for anticipated
future investment income to be earned on the assets underlying the loss reserves. An interest
rate of 2.0% and 3.0% per annum has been used to discount the liabilities. The interest rates

have been selected by New York Compensation Managers.

Any actuarial estimate of liability is subject to inherent variability. While expected losses
represent the best estimate of losses to be incurred, actual losses in any given year can be
expected to differ from expected losses. Establishing reserves at expected loss levels will entail
a degree of risk (45%) that reserve levels will be exceeded. If the Trust wishes to fund at a level
with a higher degree of statistical confidence, i.e. with a lower probability of liabilities being
inadequate, it may wish 1o set reserves at a higher loss level than that indicated by expected

losses.

New York State Assessments

v

New York State assessments on self insurers arise from the fact that the New York Workers
Compensation Board levies assessments for administration (Section 151), Reopened Cases
(Section 25-A), the Second Injury Fund (Section 15-8), the administration of other departments
relating to occupational situations (Section 151-IDP) and the Self Insurance Office (Section 50-

5). In addition, the Special Funds Conservation Committee requires an assessment.

FINANCIAL RISK ANALYSTS 8
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MERCANTILE SELF INSURANCE TRUST

The Trust will be subject to future assessment levied by the New York Workers Compensation
Board for pure premiums written or losses that have occurred on or before December 31, 2009.
The recent failure of several trusts has made future assessment rates more volatiie and subject to
uncertainty. The State may revise the assessment method or rate in coming years as the need
becomes more apparent. The uncertainty of the market makes it difficult to estimate future
assessment levels, As a result, we have issued this report excluding any provision for the Trust’s
December 31, 2009 liability for future assessments. We recommend the Trust discuss this matter

with their auditors to determine the level of reserve to establish for this liability.

FINANCIAL RISK ANALYSTS 9
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MERCANTILE SELF INSURANCE TRUST

ANALYSIS

Summary

Exhibit 2 presents a summary of the results of our analysis; separately for indemnity plus

allocated loss adjustment expense and medical plus incidents. Results are based on four

commonly used actuarial methodologies - Incurred Loss Development, Paid Loss Development,

Incurred Bornhuetter-Ferguson and Paid Bornhuetter-Ferguson. A description of each of the

four methods follows.

Incurred Loss Development Method (Exhibit 4)

The incurred loss development method is a method in which il.lcurred losse-s are projected to
an ultimate level based on historical development patterns. An analysis of the changes in
accident year incurred losses between various valuation points provides a basis for estimating
future changes. Assuming that reporting patterns and reserving practices have remained
reasonably stable, this method can be used to provide reasonable estimates of ultimate losses.
We relied primarily ‘on the Trust’s historical experience for purposes of selecting incurred
loss development factors, Incurred loss development factors are presented on Exhibits 5.1

and 5.3.

Paid Loss Development Method (Exhibit 4)

This method is similar to the incurred loss development method except that paid losses are
used instead of incurred losses. Paid losses are projected to an ultimate level based on
historical paid loss development patterns. This method assumes that loss settlement and
payment patterns have remained reasonably stable over time. Unlike the incurred method,
the paid loss development method is not dependent on reasonably consistent reserving
practices. Paid loss development factors have been derived primarily from the Trust’s

historical experience. Paid loss development factors are presented on Exhibits 5.2 and 5.4.

FINANCIAL RISK ANALYSTS 10
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MERCANTILE SELF INSURANCE TRUST

¢ Bornhuetter-Ferguson Incurred Loss Method (Exhibits 3.1 & 3.3)

This approach is essentially a credibility weighted average of two other reserving methods;
the incurred loss development method and the expected loss method. The expected loss
method simply sets the indicated reserve equal to the difference between expected losses and
paid losses. It produces very stable results but fails to incorporate actual results as they

emerge.

The Bornhuetter-Ferguson method blends the incurred loss development method and the
expected loss method by splitting expected losses into two distinct picces; expected reported
losses and expected unreported losses. As an accident year matures, the expected incurred
losses are replaced with actual reported losses plus expected unreported losses. Thus, as the
year matures, the initial expected incurred loss estimate becomes less important while the
actual reported loss experience increases in importance. In order to use this method, one

must estimate both the initial expected losses and the expected loss reporting pattern.

Initial expected losses have been derived in a previous analysis. A pure premium represents
the expected losses per $100 of payroll. Loss reporting patterns are the reciprocal of the
development factors presented on Exhibits 5.1 and 5.3. Historical pure premiums are

adjusted to current benefit and cost levels using data available from the NYCIRB.

Bornhuetter-Ferguson Paid Loss Method (Exhibits 3.2 & 3.4)

The Bornhuetter-Ferguson paid loss method is similar to the Bornhuetter-Ferguson incurred
loss method except that expected losses are split between expected paid and unpaid losses.
Initial expected losses are the same as for the incurred Bornhuetter-Ferguson method. Loss
payment patterns are thé reciprocal of the development factors shown on Exhibits 5.2 and

5.4.

FINANCIAL RISK ANALYSTS 11
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MERCANTILE SELF INSURANCE TRUST

ADDITIONAL ASSUMPTIONS
Investment Income

Exhibits'7.1 and 7.2 present the derivation of the investment income factors used to discount the
outstanding losses. An expected 2.0% and 3.0% per annum investment return on fund monies
has been used. The loss payout patterns are based on the paid loss development factors shown

on Exhibit 4,

The use of discounted liabilities assumes that all investment earnings on the Trust’s assets are

made available to pay claims.

Second Injury Fund Recoveries (Section 15(8))

All of our analysis has been performed using data net of second injury fund recoveries received

by the Trust. Our projections are therefore net of anticipéted future second injury fund

recoveries.

FINANCIAL RISK ANALYSTS 12
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION
INDICATED DISCOUNTED OUTSTANDING LOSSES
AS OF DECEMBER 31, 2009

===

.. SUMMARY
i
fl
_ Discounted Qutstanding Losses
' | Accident 2.0% 3.0%
| Year & Low Point High Low Point High
N 2) (3) 4 () (®) 7
L Indemnity Plus ALAE
1985 4,938 5,950 6,962 4,819 5,806 6,793
s 1996 7,333 8,453 9,572 7,139 8,229 9318
b 1997 10,083 13,992 17,901 9,783 13,576 17,368
; 1968 5,356 7.837 10,318 5,184 7,586 9,987
1989 4,781 9,366 13,951 4,627 9,065 13,502
-~ 2000 71,688 73,646 75,604 69,382 71,278 73,173
Li 2001 69,502 69,502 69,502 67,504 67,504 67,504
i 2002 255,803 288,417 321,031 248,159 279,799 311.438
2003 289,552 344,141 398,730 280,571 333,467 386,363
; 2004 519,797 625,416 731,035 504,264 606,727 709,190
L 2005 747,338 805,765 864,191 727,567 784,448 841,329
2006 1,002,642 1,008,212 1,013,781 876,173 981,596 987,019
2007 372,478 409,209 445,940 362,634 398,395 434,155
L! 2008 57,031 61,725 66,419 55,457 60,021 64,585
. | TOTAL 3418322 3,731,631 4,044 937 3323263 3,627,497 3,931,724
L Discounted Qutstanding Losses
Accident 2.0% ) _3.0%
Year Low Point High Low Point High
E (1 (8) (9) (10} (N (12) (13)
* |Medical Pius Incidents
. 1995 3,128 4,255 5,381 3,052 4,152 5,251
[_; 1996 0 0 0 o 0 0
1997 14,050 17,871 21,692 13,647 17,359 21,070
1998 11,448 11,966 12,483 11,120 11,623 12,125
. 1999 18,358 19,825 21,291 17,810 19,233 20,655
2000 18,564 24,178 28,792 17,967 23,401 28,835
2001 54,513 71,437 88,360 52,570 68,891 85,212
2002 315,585 378,009 440,432 305,426 365,841 426,255
. 2003 216,203 281,381 346,558 209,986 273,290 336,593
. 2004 355,623 465,996 576,368 345,786 453,106 560,425
2005 510,348 651,375 792,400 495,690 632,665 769,639
2006 - 656,193 792,849 929,504 638,082 770,966 903,849
t 2007 365,301 368,428 371,555 355,218 358,259 361,300
. 2008 50,132 54,194 58,256 48,862 52,821 56,779
TOTAL 2,589,447 3,141,764 3,694,072 2515216 3051607 3,587,988
|
L Total Indemnity, Medical, Incidents-All Years
L‘ 6,007,769 6,873,395 7,738,009 5838479 6679104 7,519,712
L Discounted reserves from Exhibit 1.2 by multiplying
undiscounted reserves by discount factor.
L FINANCIAL RISK ANALYSTS

Exhibit 1.1
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION

INDICATED DISCOUNTED OUTSTANDING LOSSES

AS OF DECEMBER 31, 2009

Accident
Year

(1

Outstanding Losses

Discount Factor

Low Point High
& (3) (4)

Indemnity Plus ALAE

1995
19986
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

TOTAL

5,193 6,257 7,320
7,760 8,944 10,129
10,727 14,885 19,044
5,722 8373 11,023
5,129 10,049 14,969
76,836 78,934 81,033
74,017 74,017 74,017

273,002 307,809 342,616
308,681 368,065 426,450
554,746 667,466 780,187
790,834 852,661 914,488
1,058,756 1,084,637 1,070,519
393,740 432,567 471,395
60,543 65,525 70,508

3,626,684 3,960,189 4,293,697

Medical Plus Incidents

2.0% 3.0%

&) N

0.851 0.928
0.945 0.920
0.940 0.912
0.936 0.906
0.932 0.902
0.833 0.903
0.939 0.912
0.937 0.909
0.935 0.906
0.937 0.909
0.945 0.920
0.947 0.922
0.946 0.921
0.942 0.916

Accident Qutstanding Losses Discount Factor
Year Low Point High 2.0% 3.0%
) (2) 3) (4) 6) )
1995 3,285 4,469 5,652 0.952 0.929
1996 0 0 0 0.946 0.821
1997 14,915 18,971 23,027 0.842 0915
1998 12,153 12,702 13,251 0.942 0915
1999 19,571 21,135 22,698 0.938 0.910
2000 19,897 25914 - 31,932 0.933 0.903
2001 58,869 77,146 95,422 0.926 0.893
2002 338,610 405,588 472567 0.832 0.902
2003 230,248 299,660 369,071 0.93¢9 0.912
2004 378,322 495,739 613,157 0.940 0.914
2005 542,924 692,851 - 842,979 0.840 0.913
2006 696,586 841,665 986,734 0.542 0.916
2007 387,783 391,113 384,433 0.942 0.916
2008 52,538 57,227 61,516 0.947 0.923
TOTAL 2,756,122 3,344,280 3,932,438
Total Indemnity, Medical, incidents-All Years
6,382,807 7,304,469 8,226,136
(2),(3) Exhibit 1.3
(4),(5),(6) Exhibits 7.1 & 7.2
FINANCIAL RISK ANALYSTS
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MERCANTILE SELF INSURANCE TRUST -

WORKERS COMPENSATION
INDICATED OUTSTANDING LOSSES
AS OF DECEMBER 31, 2009

Indicated
Accident Indicated Ultimate Losses Paid Cutstanding Losses
Year Low High Losses Low High
(1) 2 3 )] B)=@2)>-4) 6=3)-4
Indemnity Plus ALAE
1995 140,183 . 142,311 134,990 5193 7,320
1996 206,368 208,737 198,608 7,760 10,129
1997 384,131 392,448 373,404 10,727 19,044
1998 221,854 227,155 216,132 5,722 11,023
1999 245729 255,569 240,600 5,129 14,869
2000 462,586 466,783 385,750 76,836 81,033
2001 1,267,838 1,267,838 1,193,821 74017 74,017
2002 2,301,120 2,370,734 2,028,118 273,002 342,616
2003 3,108,157 3,224,926 2,798,476 309,681 426,450
2004 2,649,163 2,874,604 2,094,417 554,746 780,187
2005 2,776,164 2,899,818 1,885,330 790,834 914,488
2006 2,732,768 2,744,532 1,674,013 1,058,756 1,070,519
2007 975,555 1,053,210 581,815 393,740 471,395
2008 146,183 156,148 85,640 60,543 70,508
TOTAL 17,617,800 18,284,813 13,991,116 3,626,684 4,293,697
Medical Plus Incidents
: Indicated
Accident Indicated Ultimate Losses Paid Qutstanding Losses
Year Low High Losses Low High
eh] @ 1)) 4 (B)=2)-4)  (6)=(3)-(4)
1995 152,038 154,405 148,753 3,285 5652
1996 113,389 113,389 113,389 0 0
1897 411,929 420,041 397,014 14,915 23,027
1998 188,287 189,385 176,134 12,1563 13,251
1999 303,301 306,428 283,730 19,571 22,698
2000 311,372 323,407 291,475 19,897 31,832
2001 834,068 870,620 775,198 58,869 95,422
2002 2,134,856 2,268,812 1,796,245 338,610 472 567
2003 2,132,267 2,271,090 1,902,019 230,248 369,071
2004 2,241,979 2,476,814 1,863,657 378,322 613,157
2005 2,123,046 2,423,100 1,580,122 542,924 842 979
2006 2,015,623 2,305,761 1,319,027 696,596 986,734
2007 999,966 1,006,606 612,173 387,793 394,433
2008 134,367 142,945 81,429 52,938 61,516
TOTAL 14,096,486 15,272,803 11,340,364 2,756,122 3,932,439
Total Indemnity, Medical, Incidents-All Years
31,714,287 33,557,616 25,331,480 6,382,807 8,226,136

(2).3) Exhibit 2
(4) Exhibit 4

FINANCIAL RISK ANALYSTS
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION
INDICATED ULTIMATE LOSSES
SUMMARY OF RESULTS

Selected Ultimate Losses

Accident Indicated Ultimate Losses
Year Incurred LDF  Paid LDF Incurred BF Paid BF
1 @ )} 4 (5)
Indemnity Plus ALAE

1995 140,183 141,875 142,311 146,937
1996 206,368 208,737 210,137 217,757
1997 384,131 392,448 387,135 399,216
1998 221,854 227,155 229,848 246,375
1999 245,729 252,870 255,569 276,511
2000 462,586 405,424 466,783 415,608
2001 1,267,470 1,267,838 1,238,096 1,227,820
2002 2,370,734 2,218,762 2,301,120 2,135,157
2003 3,224 926 3,153,883 3,180,999 3,108,157
2004 2,756,072 2,454,657 2,874,604 2,649,183
2005 2,729,649 2,489,604 2,899,818 2,776,164
2006 2,597,906 2,465,821 2,732,768 2,744,532
2007 963,249 1,092,649 975,655 1,053,210
2008 159,766 207,687 146,183 156,148

TCTAL 17,730,623 16,979,410 18,040,925 17,552,757

Medical Plus Incidents

Low High
©) @)
140,183 142,311
206,368 208,737
384,131 392,448
221,854 227,155
245,729 255,569
462,586 466,783
1,267,838 1,267,838
2,301,120 2,370,734
3,108,157 3,224,926
2,649,163 2,874,604
2,776,164 2,899,818
2,732,768 2,744,532
975,555 1,063,210
146,183 156,148

17,617,800 18,284,813

Selected Ultimate Losses

Accident Indicated Ultimate Losses
Year Incurred LDF  Paid LDF Incurred BF Paid BF
(1) (2) 3 4) %)

1995 152,038 154,405 151,358 152,619
1996 116,223 118,831 117,409 121,093
1997 418,402 420,041 411,929 409,431
1998 189,385 188,287 192,849 192,920
1999 303,301 306,428 302,414 305,033
2000 323,407 317,999 317,228 311,372
2001 870,620 854,269 834,068 815,937
2002 2,268,812 1,999,221 2,134,856 1,894,465
2003 2,336,853 2,179,714 2,271,090 2,132,267
2004 2,521,870 2,241,979 2,476,814 2,242,332
2005 2,409,500 2,024,136 2,423,100 2,123,046
2006 2,264,261 1,841,361 2,305,761 2,015,623
2007 1,006,744 995,394 1,006,606 999,966
2008 159,810 152,556 142,945 134,367

TOTAL 15,341,326 13,794,621 15088426 13,850,470

Low High
(8 )
152,038 154,405
113,389 113,389
411,929 420,041
188,287 189,385
303,301 306,428
311,372 323,407
834,068 870,620
2,134,856 2,268,812
2,132,267 2,271,090
2241979 2476814
2,123,046 2,423,100
2015623 2,305,761
999966 1,006,606
134,367 142,945

14,096,486 15,272,803

(2),(3) Exhibit 4
(4) Exhibits 3.1 and 3.3
(5) Exhibits 3.2 and 3.4

FINANCIAL RISK ANALYSTS

Exhibit 2

2/17/2010 4:27 PM
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION
INDICATED ULTIMATE LOSSES

BORNHUETTER-FERGUSON INCURRED LOSS METHOD

INDEMNITY PLUS ALAE

Initial Expected
Accident Expected Percent Reported Losses
Year Losses Reported Actual Expected
)] @ 3 @ (5)=(2)x(3)

1995 243,824 98.0% 137,435 238,948
1996 390,792 98.0% 202,321 382,976
1997 526,785 98.0% 376,599 516,249
1998 617,198 98.0% 217,504 604 854
1999 732,884 98.0% 240,911 718,226
2000 609,356 97.1% 449,112 591,685
2001 586,196 956.7% 1,212,890 560,990
2002 1,244,635 93.8% 2,223,953 1,167,468
2003 2,740,544 91.1% 2,937,091 2,496,636
2004 3,773,782 88.4% 2,436,845 3,336,023
2005 3,895,736 85.4% 2,331,041 3,326,959
2006 3,334,951 81.7% 2,122 472 2,724,655
2007 1,007,254 72.9% 702,589 734,288
2008 119,911 66.1% 105,533 79,261

TOTAL 19,823,848 15,696,285 17,479,218

Expected Expected Indicated
Accident Percent Unreported Ultimate
Year Unreported Losses Losses
m (6)=1.0-(3) (7)=(2)x(6) (8)=(;1)+(7)

1985 2.0% 4,876 142,311
1996 2.0% 7,816 210,137
1967 2.0% 10,536 387,135
1988 2.0% 12,344 229,848
1999 2.0% 14,658 255,569
2000 2.9% 17,671 466,783
2001 4.3% 25,206 1,238,096
2002 6.2% 77,167 2,301,120
2003 8.9% 243,908 3,180,999
2004 11.6% 437,759 2,874,604
2005 14.6% 568,777 2,899,818
2006 18.3% 610,296 2,732,768
2007 27 1% 272,966 975,555
2008 33.9% 40,650 14_6,183

TOTAL 2,344 630 18,040,925

(2) from 12/31/08 analysis.

(3) Reciprocal of development factor from Exhibit 5.1.

(4) Exhibit 4

FINANCIAL RISK ANALYSTS

Exhibit 3.1

2/17/2010 4:27 PM
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION

INDICATED ULTIMATE LOSSES
BORNHUETTER-FERGUSON PAID LOSS METHOD
INDEMNITY PLUS ALAE

initial Expected
Accident Expected Percent Paid Losses
Year Losses Paid Actual Expected
m 2 (3 4 (5)=(2)x(3)
- 1895 243,824 95.1% 134,890 231,877
1996 390,792 95.1% 198,508 371,643
1897 526,785 95.1% 373,404 500,973
1598 617,198 95.1% 216,132 586,955
1899 732,884 95.1% 240,600 686,973
2000 609,356 95.1% 385,750 579,498
2001 586,196 94.2% 1,193,821 552,197
2002 1,244,635 91.4% 2,028,118 1,137,596
2003 2,740,544 88.7% 2,798,476 2,430,863
2004 3,773,782 85.3% 2,094,417 3,219,036
2005 3,895,736 79.7% 1,985,330 3,104,902
2006 3,334,951 67.9% 1,674,013 2,264,432
2007 1,007,254 53.2% 581,815 535,859
2008 119,911 41.2% 85,640 49,403
TOTAL 19,823,848 13,99,‘1 116 16,262,207
|
Expected Expected Indicated
Accident Percent Unpaid Ultimate
Year Unpaid i osses Losses
Q) (6)=1.0-3)  (7)=2x(6) (B)=(4)+(7)
1995 4.9% 11,947 146,937
1996 4.9% 18,149 217,757
1997 4.9% 25,812 399,216
1998 4.9% 30,243 246,375
1999 4.9% 3591 276,511
2000 4.9% 29,858 415,608
2001 5.8% 33,999 1,227,820
2002 8.6% 107,039 2,135,157
2003 11.3% 309,681 3,108,157
2004 14.7% 554 746 2,649,163
2005 20.3% 790,834 2,776,164
2006 32.1% 1,070,519 2,744,532
2007 46.8% 471,395 1,053,210
2008 58.8% 70,508 156,148
TOTAL 3,561,641 17,652,757
(2) from 12/31/08 analysis. ’
(3) Reciprocal of development factor from Exhibit 5.2.
(4) Exhibit 4
FINANCIAL RISK ANALYSTS

Exhibit 3.2

2/17/2010 4:27 PM
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION
INDICATED ULTIMATE LOSSES
BORNHUETTER-FERGUSON INCURRED LOSS METHOD

MEDICAL PLUS INCIDENTS

[

Initial Expected
Accident Expected Percent Reported Losses
Year Losses Reported Actual Expected
) 2) 3) 4 (5)=(2)x(3)
1985 104,497 98.5% 149,791 102,930
1996 167,483 97.6% 113,389 163,463
1997 225,765 96.6% 404,253 218,089
1988 258,244 95.1% 180,195 245,580
1999 287,875 93.6% 283,990 269,451
2000 239,725 92.7% 209,728 222,225
2001 438,059 91.6% 797,271 401,262
2002 962,945 89.8% 2,036,636 864,725
2003 1,812,975 87.6% 2,046,281 1,588,166
2004 2,240,683 84.2% 2,122,786 1,886,655
2005 2,479,105 80.2% 1,932,237 1,988,242
2006 2,452,802 77.5% 1,753,881 1,900,922
2007 1,007,254 68.9% 693,350 693,998
2008 113,600 63.3% 101,254 71,909
TOTAL 12,791,012 12,915,041 10,617,627
Expected Expected Indicated
Accident Percent Unreported Ultimate
Year Unreported Losses Losses
(1) (6)=1.0-(3) @=2x@E) (&)= (4)+(7)
1995 1.5% 1,667 151 358
1996 2.4% 4,020 117,409
1997 3.4% 7,676 411,929
1998 4.9% 12,654 192,849
1999 6.4% 18,424 302,414
2000 7.3% 17,500 317,228
2001 8.4% 36,797 834,068
2002 10.2% 98,220 2,134,856
2003 12.4% 224 809 2,271,090
2004 15.8% 354,028 2,476,814
2005 19.8% 490,863 2,423,100
2006 22.5% 551,880 2,305,761
2007 31.1% 313,256 1,006,606
2008 36.7% 41,691 142,945
TOTAL 2,173,385 15,088,426

H

(2) from 12/31/08 analysis. ‘
{3) Reciprocal of development factor from Exhibit 5 3

(4) Exhibit 4

FINANCIAL RISK ANALYSTS

Exhibit 3.3

2/17/2010 4:27 PM
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION
INDICATED ULTIMATE LOSSES
BORNHUETTER-FERGUSON PAID LOSS METHOD

MEDICAL PLUS INCIDENTS

: Initial Expected
Accident Expected Percent Paid Losses
Year Losses Paid * Actual Expected
(1) 2) (3) 4 (5)=(2)x(3)
1995 104,497 96.3% 148,753 100,631
. 1996 167,483 95.4% 113,389 159,779
1997 225,765 94.5% 397,014 213,348
1998 258244 93.5% 176,134 241,458
199% 287,875 92 6% 283,730 266,572
2000 239,725 91.7% 291,475 219,828
2001 438,059 90.7% 775,198 397,320
2002 962,945 89.8% 1,796,245 864,725
2003 1,812,975 87.3% 1,902,018 1,582,727
2004 2,240,683 83.1% 1,863,657 1,862,008
2005 2,479,105 78.1% 1,580,122 1,836,181
2006 2,452,802 71.6% 1,319,027 1,756,206
2007 1,007,254 61.5% 612,173 619,461
2008 113,600 53.4% " 81429 60,662
TOTAL 12,761,012 11,340,364 10,280,906
Expected Expected Indicated
Accident Percent Unpaid Ultimate
Year Unpaid Losses Losses
0] (6)=1.0-3)  (N=2x(6)  (B)=(4)+(7)
1985 3.7% 3,866 152,619
1986 4.6% 7,704 121,093
1987 5.5% 12,417 409,431
1988 6.5% 16,786 192,920
1999 7.4% 21,303 305,033
2000 8.3% 19,897 £ 311,372
2001 §.3% 40,738 - 815,937
2002 10.2% 98,220 1; ,694,465
2003 12.7% 230,248 2,132,267
2004 16.9% 378,675 2,242,332
2005 21.9% 542,924 2,123,046
2006 28.4% 596,596 2,015,623
2007 38.5% 387,793 999,966
2008 45.6% 52,938 134,367
TOTAL 2,510,106 13,850,470

(2) from 12/31/08 analysis.

(3) Reciprocal of development factor from Exhibit 5.4

(4) Exhibit 4

FINANCIAL RISK ANALYSTS

Exhibit 3.4

2/17/2010 427 PM
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION

PROJECTED ULTIMATE LOSSES
LOSS DEVELOPMENT METHODS

Accident
Year

(1)

Incurred
Losses

@

Indemnity Plus ALAE

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

TOTAL

137,435
202,321
376,599
217,504
240,911
449,112
1,212,880
2,223,953
2,937,091
2,436,845
2,331,041
2,122,472
702,589
105,533

15,696,295

Medical Plus Incidents

1995
1896
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

TOTAL

149,791
113,389
404,253
180,195
283,990
209,728
797,271
2,036,636
2,046,281
2,122,786
1,932,237
1,753,881
693,350
101,254

12,915,041

LDF
3)

1.020
1.020
1.020
1.020
1.020
1.030
1.045
1.066
1.098
1.131
1.171
1.224
1.371
1.514

1.015
1.025
1.035
1.051
1.068
1.079
1.092
1.114
1.142
1.188
1.247
1.291
1.452
1.579

Projected
Ultimate
Losses

(@=(2)x(3)

140,183
206,368
384,131
221,854
245,729
462,586
1,267,470
2,370,734
3,224,926
2,756,072
2,729,649
2,597,906
963,249
159,766

17,730,623

152,038
116,223
418,402
189,385
303,301
323,407
870,620
2,268,812
2,336,853
2,521,870
2,409,500
2,264,261
1,006,744
159,910

15,341,326

Paid
Losses

(5

134,990
198,608
373,404
216,132
240,600
385,750
1,193,821
2,028,118
2,798,476
2,004,417
1,985,330
1,674,013
581,815
85,640

13,991,116

148,753
113,389
397,014
176,134
283,730
291,475
775,198
1,796,245
1,802,019
1,863,657
1,580,122
1,319,027
612,173
81,429

11,340,364

®

1.051
1.051
1.051
1.051
1.061
1.051
1.062
1.094
1.127
1.172
1.254
1473
1.878
2.425

1.038
1.048
1.058
1.069
1.080
1.091
1.102
1.113
1.148
1.203
1.281
1.396
1.626
1.873

Projected
Ultimate
Losses
(M=(5)x(6)

141,875
208,737
392,448
227,155
252,870
405,424
1,267,838
2,218,762
3,153,883
2,454,657
2,489,604
2,465,821
1,092,649
207,687

16,979,410

154,405
118,831
420,041
188,287
306,428
317,999
854,269
1,999,221
2,179,714
2,241,979
2,024,136
1,841,361
995,394
162,566

13,794,621

(2),(3) Exhibits 5.1 and 5.3; 2008 interpolated

{5).(6) Exhibits 5.2 and 5.4; 2008 interpolated

FINANCIAL RISK ANALYSTS

Exhibit 4

21712010 4:27 PM
LDFUltimate




o) Apuiuapy) SLSATVNY XSiH TVIONYNIA
Wd LZP 0L0Z/L e

0Z0°L 0z0'L 0z0°L 0zo'L 0zo'L 0co'L Sto'L 980'} 860°L LELL LIV vZe't LiEL 529 Y57 aAjenwnD
0z0'L 0004 000"} 000°t 000k oLo'} SLO'} 0zo'tL 0£0°L 0£0°'L SE0'L Sv0°) ozl G8LL S99°L pajps|es
LV oLo't o vL0't 9L0'L Lo 910’k €10} 0z0'L ze0') 190°L SL0°) S¥lL°L BLE | 0z Agsnpuy
6560 1660 6660 BEO'L £00'L 220°L 0L0°L 90L') 951} zee'L £1s98

2560 9960 5204 Sr0'L 7850 2L0) 950°} 850°} Skl 0281 UBBN A S

Tho'L 6860 29670 2001 666'0 8v0'L 0g0't 2v0'} 0L0°) 90L7} asL'L L8l uesp UAE

5004 g0} 2oL 2960 1660 800°L oL0'L ¥50°L 2850 8660 600°L 9501 Z60'L £59'L uesyy

£00'4 8002

080°L 162} 2002

ShLL 082') Tt 8002

¥60°L LoL'L 0EL'L SV} S00Z

PEO'L 980°L LoLy Z06°0 £09'} ¥00Z

910’1 zzo'L 00’ 2080 gset ¥69'| €002

¥EO'L o't €80°L 6260 ¥oLL FoL'L §96°} 200z

2660 8560 620'L GL6°0 L6LL 6LLL 8ge’L 855°L L002

26670 1660 RN £96°0 5201 900°L §56°1 6580 980’1 o002

8/60 20l Z00°L 81071 8580 0L L#6°0 186°0 880 6851 6661

£00°} 206'0 000°L 6EL°L S00°L 0E0'L 9,80 8660 vLL0 oro'L 8LL'L 8661

800°} 8660 800°L 7460 CB6°0 SE0'L 126'0 600} 290°L vLO'L ELLL 6501 1661

9oL 6LO'L 1960 5960 9e8°0 §Z60 oozt £v0'L $66°0 658°0 660 8E0'L Gi6'7 9661

S00'L 9860 660°L 288°0 GE6'0 022’1 850} 6960 GEB'D €00} Y060 1760 ¥96°0 zar'l G661

In-08F  Wn-88] BOI-861 OGI-¥¢l ¥Pl-2cl ZEI-02L  OZ1-801 801-96 3698 ¥8-¢L ZL08 (987 8F-9E 8c-Fe veeh lea}
) ’ S10j04 EmEno_0>mD JUapIddY
EES'S0L  5iZ'G0) 8002

685204  BOL'E9S  SPL'EIS 1002

TLY'ZZL'T  BBE'COB'L 00L'ZSY'L EOZ'LGLL 200z

e ¥ LPO'LEE'T €B0'0EL'T - POB'EEE'L- BED'TLL'L ~S9L'PLL'Y 5002
SYB'9EP'Z PB6'GGE'Z LZP'EOL'ZT  628°046'L GEL'PBL'Z EOE'ESE'L p00Z

160'ZE€6'Z ODA'LGB'T 90L'8Z8'T .L66'9pL'Z ELO'YOP'E G9Z'LLG'T Z6Z'Z8Y'L £00Z

£66'622'c 868'051'Z 2BS'950'T 6v0'6BY'L POTPED'T  L20'8PLL PSE'TOS'L  PEQ'POL z00Z

068'212'L ¥06'9LE') SEv'lSZ'l BE8LEZL €92'SEE') LZTLEML  SOVZ0DL SSO0'TTL  VIS'ESY 1002

ZLi'eyy 99005  OEP'LSP  €LV'SEE  SLA'0LF  2BZ'00F  bGE'SEE 8EL'gSe  2Z8L'B6T  0SSHLE 0002

LLB'0YZ  /Si'9vE LEEWZ  ZEL'OPE  9vE'€eZ  6B8E'09C  08T'iST  \wh'ElC EV'LLT OEL'1EE  BLESIE 6661

¥0S'ZLZ  €0B'9LZ  66P'OVZ  l9¥'0FPZ  990'LLZ  280'0LZ  2L0'w0Z  BBL'ZET  2HB'EET 11108 869'68Z  LZB'SHE 8861

B6S'OLE LBL'ELE PBS'VIC  £ZT'TLE  SI0'Z8E  ZB6'SBE  OLL'2LE  9GS'YOF  LLO'LOV  2L92E BBE'ZIE  OPSLLE  LPL'66Z 1661

LZE'202  L6P'EEL  956'68L  TGY'O6L  FIP'E0Z  €6P'EPE  vPZ'E9Z  ZO9E'SLZ PBE'OLE  PE'LLEZ  GOL'OPZ ORL°Z¥Z BIG'BEZ  ZYE'iv 9861

SEV'LEL  BSL9EL  LE£9'8EL  OEL'9ZL  6LO'EL  ZS6'ZSL Z8E'SZL 20v'SLlL  BE€Z'ZZL  CLL0BL ZYE'OEL  t6L'bL 66Z'ZSL  ¥20'8SL  £59'901 G861
081 gar 851 {22y ZEL (148 201 96 8 Zz 08 ar g€ ¥ [ TN
. juawdojanag Jo syjuop JuSpI3oYy

3IVIVY SN1d ALINWIONI
AHOLSIH LNIWSOI3A3Q SSOT AIYHNINI

NOILYSNIJINOD SHINHOM
1SN¥L IONVENSNI 4738 ITINVOHIN
L°G uqix3
) ) ) ) ) L ) L) ) ]




pied Ajuwspu| SLEATYNY HSIM TYIONVYNIH
Wd LZF 0LOZ/LLE
1S0°L LS0'L 1501 LSO’} 150'L 1501 290°1 v60'L Lt TLLL (T £L¥L 8181 6T 986’9  saje|wng
150°t 000°'L 000°L 000°L 000’k 0o0'L oL’k 0£0'L 0E0't ovoL 0L0'} SLLL SLT} 0554 oore psjosies
282°L SL0°L 8L0'L LzoL ¥20°) g9zo'L £E0°L ovo'L z90'L £80°L pEL'L 80Z'L 14500 BLLL 9/9C Ansnpuy
6660 Z00'L L0 620°L 90’ 190°L pLL L9Z'1 6954 Lz ¢ is8g
£66°0 G670 6104 LED'L pro'L 290°) 511 z9T' 1 85571 9/0Z  uedy UAS
lE0°)L LOO'L €00°} 2001 L0 TEO'L 290 £60°L £ZL'1L 19zl ZZo'L 666')  UBBW IAE
8v0’L oLo't LE0°L 666°0 £66°0 988'0 PSO'L zLO'L LED'E 510°L Lokl ta A" 8v9°L z84'T uesiy
505"} 8002
00L'L £80°C 2002
G521 LS L BOFT 9002
ShLL L TA oLL'L 41 24 5002
{1 ] 8 8EL'L PETL 89€'L ZE6'L $00z
LZ0°) rrOL aLL’L SvZ'L G551 8£T £002
890} 260} £ELL S8l €8T’} 0zs'L So¥'Z 2002
(1] S 6660 ¥a0'L 8c0'L 0Ez'L #0E" L geL L1682 1002
£Lo'L SLo'L 8201 r86'0 2401 60€°L 4T pal'L TL0e 0002
200'L 800k 200°} 9501 8r0L 8L0'L 0950 (KTl £L2'L 0847L 6661
100} 2001 Loo'L 60} £00'L Lol 180} L0 9z0'L SEP'L zov'L 8661
600°L 800} 6660 000k 9660 oLo'L S¥6°0 891°L £87'1 611 gre’L LEg') 1861
LEO' PR ¥86'0 26670 ¥58°0 z8L') 6560 SLLL 990°| vZLL LT vab'L 642°¢ 9661
8v0L ¥86'0 £80°L V66°0 29670 £v0°L 660} €460 6E0°L 080°L 650°L 89¢’L vES'E 66eT g66}
Wh-081L  F-g9r JO1-050 GGL-bPl  PPLZEL  2ZEi-0eL  0ZL-80L  B01-96 96%8 ¥8-2Z ZZ-09 05-87 BY-9E A el SEPN
siojpe juewdojaneq JuIpIAY
ovo'sg 068'9S 8002
GL8'185  LGL'ZYE  6¥Z'PIL 4002
€10'P29'L 080'PEE’L 0.LP'6LE  906'LSE 9002
0EC'SB6'L LBZ'0BL'L - €28'94€°L. £L5'Z08-- - LEE'ZZE - 5002
ZLy'pE0'C 0SS'006'L 2BE'699'L BZ0'ESE’L 6/8'986  198'LLS £00Z
9/4'86L'C PI8'STL'T YRO'TLY'Z GBZ'OPE'Z 9.9'6.8'L 2S0'60C°L TEP'SOS £002
QL1L'8Z0'7 PEC'S68'L 9B8L'0EL'L 9tV Z2G'L pYO'88Z'L LPL'POO'L PE2'099  180'992 2002
128'€6L'L 0ZL'6SH'L 601L'09L'L 1L08'0B0°L 9ER'0SO'L G9E'PS8  LZ0'SS9  6ZL'9L  969'08) 100Z
061°68C  248'08€  6GE'GLE  6BL'G9E  B9L'LLE  IBB'YOE  €£58'8.Z  0BL'LLZ  SEL'EZL  22¥'BS 0002
009'ove  8E8'8£Z  L¥Y'/EZ  LEB'GEZ  9ve'€ed  SLL'ELE 9.E'60Z TLL'SLZ 9OV'piL SL0'ZEL E66'9L 6661
ZEL'OLZ  9BE'SLZ  ZES'SLZ  9LE'SLlZ GLZ'S0Z ZSS'Y0Z vbL'Z0Z  €L0'98L  LeE'08L  i€8'S/L  19S'ZZL  SZB'ER 8661
POV'ELE OVE'BOE  BFL'LOE  G5G'/9¢  66G'/9€  LOZ'6SE  T/9'S9E  Z¥O'/8E  BICIEE  0L2'8SE  LS9'¥TZ  SSZ'08)  Lbp'E6 166}
809'86L  £09'161L O0SE'BBL  ZOV'EBL  vLL'06F  955'2ZZ  652'88L  9LZ'96L  €ZO'9AL  0ZL'GOL  099'9pL  Gil'lgL  S99'Le ¥06'vZ 9661
066'vEL  S¥@'BZL SBO'0EL TZB'0ZL  L8S'IZL  E6E'9ZL  BEL'LZL  GLZOML  pSE'CLL  GEL'60L  0BO'LOL  0ZB'SE z50'0/ 228'6l aly'e G661
08T gar 18 [z 281 0zt B80F 85 ¥e 73 09 BF ot i Zr Iesx
wswdojarsq o s ] UIPIIY
vV SN1d ALINW3ANI
AMOLSIH LN3W4013A3Q SSOT AIvd
NOILYSNIdWNOD SHIHPOM

1SN¥L IONVENSNI 4738 INLNVIHIN
'S nqux3

U D TS T T T TP B e T, ST




2u| [eaIpaly
Wd L% 01021LLT

SISATVYNY MSIH TYIONVYNIS

aAEININD
psloejas

Ajsnpu|
€1ssg
uespy A S
eIy IA €
ueap

2002
2002
9002
s00z
Y00z
€002
z00T
Looe
Q002
6661
8661
266}
9661
S661
I=ETN
Wapody

8002
2002
9002

~0..00Z -

002
€002
200z
Looe
000z
6661
2661
1661
9661
5661
Esx
juapiddy

SLIN3QIONI sNd TvIId3an

NOILYSNIdINOD SHIXHOM

GLo’L SZ0°L SEQ'L 1501 890°) 6.0'1 T80l rLL evlL 88l’l YT 16T L sl 119') zzTT

SLo'L oLo’L 0L0'L SL0°L g0’k oLo’L L 0z0'L 520°L oro't 0s0°) SEO'L TN G511 GZE'L

g0e'L [ Xepd £10'L 5L0'L 910k 9L0'L vzo'L 9z0'L 201 £r0L Pyl vSo'L S0} €211 A"

Z66°0 Zoo'L 8660 vzo'L 100} ool o0l ELLL €SLL 61T

1860 LO0'L 810} 8zZ0°L 900} ZroL 080'} oLl gL'l 6521

. S90°L pLLL 6460 800°L S66°0 peoL ZEO'L Zro') LSO’} £80°L 0EL'L EET'L

1001 620°L S90°L L20'L L8670 0101 L00°L 9860 LEO'L 620'} 0r0'L G101 LEL'L ¥82'L

vS0°L

200°L 99’

0L €421 6LE}

051t B0LL Ok SOt

reo'L 8960 S80°L LT €614

9L0'L 120 9e0'L 8911 80°} | TA

£20°L 8L0°L piOL 687 SEL'L vSiL 188}

6860 0L Loo'L L2y 900°L 551 L'l 009'}

000} ¥66°0 CEO'L 1560 9560 800°} 0Lzl 800°'L av0L

8160 £20°'L 000} 850°L $86°0 ELL) 9L0'} Sb0°L £96'0 FA Mt

. 0L vr60 000'L T 0L0L Lo 9580 L) 068" eLL'L 2060

BLLL SZE'L SL0'L 900°} L00°L 900°L 0960 196’0 9950 680k 690°L 9oLl

000'L 5660 0004 ¥86°0 9460 1960 S08°0 £6E°) 8L} £00'L 0460 2660 ¥85'L

L0O'L 650} 180°L 1760 90’1 ¥S0°'L 6860 v} ) LEO'L LIO'L 0860 T 95"}

¥N-08L  TP-g9T @O1-0G1 OGL-PPL  PPI-CEL  ZEL-Ocl  DZIL-901 801-06 0673 ¥8-22 Z2Z-08 09-8% B¥-0C 9g-Fe bzl
s10)0e4 Juswdoansq

¥SZT'L0L  SE0'96

0S£°C69  60P'888  PSL'EYS

1BR'ESL't €LL'0SS'L LIZ'0ZE'L  LLG'1SE

- cw .o ER'ZE6'L  959'089'%  ¥96'SLGL TLZ'S9E'L GBB'LI6

98.'224'T 52'2.0'C I90'0YL'T €TT'¥G6E'L G98'SESL 12C48Z'1

LBZ'O¥0'T  LEF'SL0'T 6LL1LO6'L ZBL'C68'L PLL'6L9L $EO'S0STL 9ZL6iLL

9€9'9€0'Z ZOL'LE6'L 906'/vR'L GOR'6LAL €OF'8BE'L 129'¢22') 160'0S0'L ZE£9'8GL

bLT26L  €9L'508 LLS'TEL  OEP'LGL  GLE'ZDL  /BE'S6S  O0I6'H09  GpR'6ZS  O6L'LEE

BZ/'66Z  TSO'B6Z  GLE'LOE  E¥0'Z6Z  L96'S0E  G00°LZE  6EG'BLE  PBL'EIZ  26L'LOZ  LIL'GET

066'€8  OpP'06Z  OFB'C8Z  OPB'E8C  E£LZ'89C  LE€'T.C  964'vbZ  L06'0PZ  OEP'OSZ  Z6L'SEZ B15'802

S61'08L  96L°ZZL  €0L'[BL  TOL/BL  Lip'88L  BGL'291  G85'/9L  988'S6L 652881 81SLLZ 925081  ¥ZL'66L

€5T'POF LESI9E  POL'TIC  vOL'B9Z  S90'LSZ  G28'99Z  09€'G9Z  ¥6T'9.Z  /E9'/BT  1S9°/6T  9ZZ'CLZ  €89'SSZ  GIT6LT

68E'ELL  BSE'ELL  ZEB'ELL  LEG'CLL  LEL'SLL lE9'8LL B86972ZL  Z6¥'2GL  LSHEDL  LL6'ZB L0928 845001 8ZF'L0L  ZPOPO

LBL'6FL  BLS'6FL  6/Z'LPL VELOEL  LB6'8EL  LZB'9EL  942'6TL  Z9L'LEL  BLE'STL  LBE'SEL  /9T'ZEL  GLL'0€L  ES0ZEL  €6L'06 G09S

081 [ 95T i22% ZEL 4} 30T 9% 78 3 09 (3 Ot ¥z r
Jualudoj@naq 4o Syuow

AHOLSIH INIW4013A3Q SSOT AIHHNONI
1SNYL IONVYHNSNI 47138 ITULNYIHIAN
€6 1qI4x3
i3 N P | A | —l) 3 i | i | i i N | a3




\Il&

pled 1eapan SLSATYNY XS TYIONYNIA
Wd £2:¥ 0102/LL12
BEOD'L 80l BSO'L 690°) 080’4 160'1 Z0L'L ELLL aylL'L €0Z'L 18Z'1 96€'L 9z9'L €L0'T LGPy aAnEINWINg
ge0't 0L0'L 010’k oo’k 0L’k 0L0'4 0L0'L 010’} 0g0'L 050} 580°) 060°L g9l ST 0§LC pajpaes
95Z'L oLo'L 0Lo'L ZLo'L ¥L0'L 910°) 8L0'L S20't 28071 L¥0'L 980°} 2601 vl vz Y562 Aysnpuj
600°} 100} 200°L 0L ¥EO'L 0r0') ¥80°L Z6LL ¥6Z'L 1261 giseg
0L04 6660 SL0} GzZo'l 5E0°L 650°) 080°'L 802} €821 6¥8'}  UBAN IA S
60L'L 090'L 600°1 800°L 8L0°L 6L0°L 00'L 890°} 60°} el ZIE 6G8'L  UBIW UAE
820°} gL'l 60L'L 6201 010t 2001 L0t 9660 280t 6v0°L 090'L vl 962’} 0£6°L ueapy
LUeL 8002
6YEL ¥60'Z 2002
9zl 8871 2012 9002
260°L £2€°1 8621 906°) 6002
990°} ¥e0'L 8611 962} £92°) o0z
6E0'L 620°} ShiL €Ol £8LL 74 A €002
10} gLl 69L') 201k grL'L 82z 68E°Z 2002
z50°L 900°L I50'L SZ0°) 850°L i) SBLL 82z 1002
100} L00°} £00°L 9560 £00°L cl0'L 0EL'L FELL 08’2 0002
1001 000°} 000°} 250°L LLO'L SLLL A 8vl'lL 2.0°L 0L8'L 6661
S00°) 8001 LL0) LLo's zLoL L20°L zLo 9,0} ZEO'L §50°) 881l R66L
(K74 vLLL 8101 100k 600°) a0’k $66°0 9Z0°L Lzl 0L 960'L L)L 2661
000°L 000°L 000°L 000'} 660 600} ¥i80 LBE'L SE0°L 900°} ZEO'L #90°L 1622 9661
8z0'L zE0'L G40'L 6E6°0 2z} 8Y0°L 7660 SL0°L 20l oo z20'1 STANE £65°C 229°L G661
IN-081  08i-8SF 89196} GSl-PPl  PPi-¢el  ZEI-0¢k 0Zi80L 80196 9678 t8-cl 2709 09-8% g9t 8e-ve veeh igsx
siojpoedq —:man_m>mD JUapI0Y
6Z¢'18 §51'66 8002
€219 /98'€Sy  B9L'OLT 2002
JZ0'6LE'L Q0S'VBO'L 2Z/2'1b8  Q1S'66E 9002
ZZL'08S'L SYS'/bYL BZPEO'L 99F'CPR  SEP'Zhy 5002
259'€98°L POE'Sv.'L #BZ'LES'L ¥89LL¥'L $Z0'6B0'L 892219 #00z
6L0'206'L SEP'LEY'L BEL'6/Z')L BUB'BBS'L vYB'RIC'L G20'29L'L 9LZ'6LY £00Z
SPZ'96L'L BTL'SLL'L vLP'PES'L €09'ZLE'L  PESLGL'L  €0B'GEDL Zob'skB  L8T'pSE zooz
861'G..  L00'[€L  LES'ZEL 960989  LE€C'6.9  PEB'LPD  6EG'9VS  EEQLOP  LES'86L Looe
Sip'L6Z  9LL'I6Z  B.6'0BZ  LEL'0BT  £6P'EOE  8OY'ZOE  J06'I8T  ¥2G'6¥T  E£PE'6LZ 688001 000z
0EL'E8Z  JGY'ESZ  IGP'EBT  O06V'€BZ  €1Z'897  (06E'S9Z  BS6'LEZ  €TE'ZET  6EP'TOZ  0LL'ZBL  bTYOOL 6661
PEVOLL  €FT'SLL  S98'€LL  LYE'0LL BE0'6SL £86'09L  £09'€9L  Z¥L'LOL  €62'6GL 6/Z'PSL 00Z'S9rL  GSO'EZL 2661
VIO'ZBE  SPTLLE  OZE'0LZ PIE'SST  vPD'S9C  LSST9Z  6PP'BST L80'09Z  BBY'ESZ  6LL'9ZZ  915'9LZ  OAr'[6L  EZLEEL 2661
68E'cLl  BBE'ELL 68E'CLl  69E'ELL  68C'ELl  68Z'9LL  BTTGLL  Z6S'L¥L  SSE'LOL 116'Z6 £2€'L6 992'v6 11588 259'8€ 966l
€6.'8vL  Zv9'ppl  BLZ'OYL vZP'OEL  €Z6'RElL  PE6'9EL  @8S'6CL  6Z90EL  LOL'6ZL  Z/6'SZE 6LA'PZL 190°CZL  EES'80L 298'Lv vZL'se 5661
08T B9 55T i2d] &L 4y g0T 98 ¥ ZZ [o] BY BE ¥e Zr ieag
awdojeasq Jo sujuoy usplooy
SLNIAION! SNTd 2103w
AHOLSIH IN3Nd0OI3A3A SSOT AIvd
NOILYSNIdWOD SHINEOM
1SNHEL IONVHNASNI 73S FTANYOHINW
'S 1aux3
g | 3 1 - | . | — 3 . R | —1 3 S | a3 o —d 13



uih

T &

| D

MERCANTILE SELF INSURANCE TRUST

PAYROLL
($00)
Calendar Earned
Period Payroll
(1) (2)
1997 304,532
1998 285,167
1999 312,816
2000 258,347
2001 540,787
2002 1,305,841
2003 2,108,111
2004 2,358,614
2005 2,361,052
2006 2,151,581
2007 915,686
2008 126,222
TOTAL 13,028,756

(2) Payroll provided by New York Compensation Managers

FINANCIAL RISK ANALYSTS

Exhibit 6

2/17/2010 4:27 PM
Exposure
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MERCANTILE SELF INSURANCE TRUéT

WORKERS COMPENSATION

DISCOUNT FACTOR CALCULATION

INDEMNITY PLUS ALAE

Present Value Present Value
Cumulative Incremental Of Payments  Of Payments
End of Percent " Percent Discounted Discounted
Year Paid Paid At 3.0% At 2.0%

(1) (2) (3) (4)
1 14.3% 14.3% 0.903 0.933
2 34.4% 20.1% 0.916 0.942
3 53.2% 18.8% 0.921 0.946
4 67.9% 14.7% 0.922 0.947
5 79.7% 11.8% 0.920 0.945
6 85.3% 5.6% 0.909 0.937
7 88.7% 3.4% 0.906 0.935
8 91.4% 2.7% 0.909 0.937
9 94.2% 2.8% 0.912 0.939
10 85.7% 1.5% 0.903 0.933
11 86.5% 0.9% 0.902 0.932
12 97.3% 0.7% 0.908 0.936
13 97.8% 0.6% 0.912 0.940
14 98.3% 0.5% 0.920 0.945
15 98.7% 0.4% 0.928 0.951
16 99.1% 0.3% 0.937 0.957
17 99.4% 0.3% 0.947 0.964
18 99.6% 0.2% 0.959 0.972
19 99.8% 0.2% 0.971 0.981
20 100.0% 0.2% 0.985 0.980

Payout pattern derived from inverse power curve fit
of paid loss development factors

FINANCIAL RISK ANALYSTS

Exhibit 7.1

2/17/2010 4:27 PM
Indemnity Invinc
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MERCANTILE SELF INSURANCE TRUST

WORKERS COMPENSATION

DISCOUNT FACTOR CALCULATION

MEDICAL PLUS INCIDENTS

Present Value Present Value
Cumulative Incremental Of Payments Of Payments
End of Percent Percent Discounted Discounted
Year Paid Paid - At3.0% At2.0%

0 (2) (3) (4)
1 22.4% 22.4% 0.917 0.943
2 48.2% 25.8% 0923 0.947
3 61.5% 13.3% 0.916 0.942
4 71.6% 10.1% 0.9186 0.942
5 78.1% 6.5% 0.913 0.940
6 83.1% 5.0% 0.914 0.940
7 87.3% 4.2% 0.912 0.939
8 89.8% 2.5% 0.902 0.932
9 90.7% 0.9% 0.893 0.926
10 91.7% 1.0% 0.903 " 0.933
11 92.6% 0.9% 0.910 0.938
12 93.5% 0.9% 0.915 0.942
13 94 5% 0.5% 0.915 0.942
14 94 9% 0.4% 0921 0.46
15 95.3% 0.3% 0.929 0.952
16 95.5% 0.3% 0.938 0.958
17 95.8% 0.2% 0.949 0.965
18 96.0% 0.2% 0.960 0.973
19 96.1% 0.2% 0.972 0.981
20 100.0% 0.1% 0.985 0.990

Payout pattern derived from inverse power curve fit

of paid loss development factors

FINANCIAL RISK ANALYSTS

Exhibit 7.2

2/17/2010 4:27 PM
Medical Invinc
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MERCANTILE SELF INSURANCE TRUST

RETENTION LEVELS

Policy
Period

(M

10/1/94-95
10/1/95-96
10/1/86-97
10/1/97-98
10/1/98-99
10/1/00-01
10/1/01-02
10/1/02-12/31/03
12/31/03-04
12/31/04-3/1/06
3/1/06-12/31/06
1/1/07-12/31/07
1/1/08-12/31/08

Per
Occurrence
Retention

2)

$300,000
$300,000
$300,000
$300,000
$300,000
$300,000
$350,000
$400,000
$400,000
$400,000
$400,000
$400,000
$400,000

*Corridor deducﬁble of $1.2 million in layer $600,000 excess $400,000

FINANCIAL RISK ANALYSTS

Exhibit 8

2011712010 4:27 PM
Retention




