
is not 
what happens.

– Epictetus

It’s how you react to,
respond to, and recover from
what happens.
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Who i s

NATIONAL 
CATHOLIC

The Company was conceived 

in 1985, licensed in 1987, and

commenced operations June 30,

1988 in response to commercial

insurance market instability which had

resulted in limited availability of both

coverage and limits, inadequate

coverage terms and conditions, 

and unjustified premium increases.

National Catholic is owned 

and ultimately managed by its

Shareholders. Company policies are

therefore established by Shareholders

for the benefit of Shareholders. 

As of 2016 the Company currently

has 55 Shareholders consisting 

of 54 archdioceses and dioceses 

and one risk pooling trust.
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Vision
We protect assets of the Catholic Church.

Mission
TNCRRG exists to assist the Catholic Church to be a better steward in the

performance of its ministry by identifying risks and providing solutions for the

management of these risks.

Core Values
— We are solid and dependable and can be relied upon by our shareholders 

and their bishops and managers to deliver the product we promise.

— We continually strive to improve our service level and our value to

shareholders.

— We select competent and professional leaders and managers who understand

the Church perspective and can provide guidance to help with its concerns.

— We constantly strive to increase our financial stability and viability by attracting

new shareholders and exercising prudent financial management decisions.
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Dear Shareholders,

“Give and gifts will be given to you; 

a good measure packed together,

shaken down, and overflowing, will be

poured into your lap. For the measure

with which you measure will in return

be measured out to you”. (Luke 6:38).

Mr. Michael J. Bemi, our President

and CEO, has been living this gospel

directive with whole hearted self-

giving for the benefit of The National

Catholic Risk Retention Group, Inc.

(TNCRRG). Under Mr. Bemi’s

direction and leadership, TNCRRG

has paid claims to shareholders

totaling $219,110,772 since the

foundation of the company.

On June 30, 2017 Mr. Bemi will be

retiring from the company. He brings

with him well-deserved recognition 

as a national leader and prior board

member and chairman for the 

VCIA (Vermont Captive Insurance

Association) and also NRRA (National

Risk Retention Association) and

current board member and chairman

for CICA (Captive Insurance

Companies Association). He has also

been a most sought after insurance

industry presenter on scores of

occasions, at regional, national 

and international conferences. 

At the TNCRRG Winter Meeting 

in St. Petersburg on January 31,

2017 the Board of Directors and

Governors, in conjunction with

TNCRRG Corporate Counsel,

presented Mr. Bemi with a Certificate

of Appreciation, which said:

Mr. Bemi,

“We thank you for your leadership to

The National Catholic Risk Retention

Group, Inc. since its incorporation on

August 12, 1987, including your

years as President and Chief

Executive Officer. Your stewardship,

wisdom and guidance have helped

create and foster a successful source

of stable insurance for the Catholic

Church. You have helped us meet

our Mission.

‘TNCRRG exists to assist the

Catholic Church to be a better

steward in the performance of its

ministry by identifying risks and

providing solutions for the

management of these risks.’ 

We thank you for everything you

have done to further our Mission”.

It is with gratitude that we wish 

Mr. Bemi a well-deserved, happy,

healthy and most blessed retirement

with Jeanne and their family.

On behalf of the board of directors,

we take this opportunity to welcome

our new President and CEO. 

We look forward to continuing many

years of service to our shareholders

and Church with his leadership.

We thank you for being a shareholder/

owner enabling TNCRRG to serve

your dioceses and archdioceses and

the Christian Brothers Risk Pooling

Trust with excellent and very reliable

coverage, and also, outstanding risk

management services.

Sincerely yours,

Rev. Jay C. Haskin

Chairman of the Board

CHAIRMAN’S
LETTER



Net Underwriting Loss of

($2,669,874); and 3) it generated a

Net Operating Income of $2,395,724

compared to 2015’s Net Operating

Loss of ($4,550,757).

Considered in the context of 2016’s

much improved results, when

perceived as a “financial scorecard,”

at year-end 2016, very positive

operational elements include:

TNCRRG’s cash position and

liquidity were excellent, with no

uncollectible receivables, all expenses

fully accrued (and virtually all paid)

and absolutely no debt whatsoever;

TNCRRG’s reserve strength — both

case and IBNR/IBNER (IBNER is

incurred but not enough reserved) is

excellent; TNCRRG posted a realized

investment portfolio gain that was

quite substantial; TNCRRG’s

expense controls were functioning

very well with a further consecutive

reduction in the Company’s Expense

ratio (from 28% to 26% YoY);

TNCRRG’s investment portfolio had

been further rebalanced in a fashion

that significantly reduces operational

volatility, while simultaneously

increasing diversification and

improving social screens to match 

(or even exceed) USCCB guidelines;

and the accident year loss ratios for

seven of the last eight years have

each improved very dramatically

as compared to the awful results 

of 2005, 2006,  2007 and 2008.

It is instructive to note the reasons

supporting TNCRRG’s Board and

management’s absolute confidence

in the stability of TNCRRG’s

finances. These include: 1) every rate

ever employed by TNCRRG in its

28.5 year operational history has

either been promulgated by – or

approved by – a fully certified Fellow

of the Casualty Actuarial Society

(initially from 1988 through 1991 by

Wyatt and since 1992 by Milliman);

2) likewise, every loss reserve ever

posted by TNCRRG has been

certified as “reasonable” by a Fellow

of the Casualty Actuarial Society

(initially from 1988 through 1991 by

Wyatt and since 1992 by Milliman).

Note that actuarial professional

standards and regulatory

requirements allow an actuary 

to deem a loss reserve as only 

one of the following: “excessive;”

“inadequate;” “qualified;” “no

opinion;” or “reasonable.” 3) Further,

TNCRRG (with our actuaries) adjusts

its loss reserves annually, for changes

to paid losses, case reserves and

IBNR/IBNER for every operational

year in the history of the Company,

while also separately adjusting
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PRESIDENT’S
MESSAGE

To Our Shareholders:

It is always a distinct pleasure to

convey good news, particularly when

some former news had been so

negative. In this vein it gives me great

pleasure to report that 2016 was a

quite excellent operational year for

your Company, TNCRRG. While 

we did not completely reverse the

downside elements of 2015’s results,

we did very substantially improve 

“the numbers.”

The most significant positive

operational elements from 2016

were: 1) your Company experienced

greatly reduced loss frequency and

severity, resulting in a $2,375,274

addition to surplus (from

$13,081,225 to $15,456,499) and 

a year-over-year decrease in the

Company’s Loss Ratio from 126%

to 69%; 2) it produced its historically

best ever Net Underwriting Income

of $3,459,743 compared to 2015’s
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IBNR/IBNER every month

throughout each fiscal year. 4) Finally,

TNCRRG is required to quarterly 

and annually file with the National

Association of Insurance

Commissioners (NAIC) the exact

same voluminous paperwork,

employing the exact same

methodologies and calculations, that

every major U.S. stock and mutual

insurer or reinsurer also files,

including the convention statement,

IRIS ratios and RBC analysis.

Meanwhile, TNCRRG operational

results for 2016 also reflect other

highly positive accomplishments.

These include:

1) Provision of two TNCRRG Risk

Management and Legal Defense

Workshops – TNCRRG’s highly

lauded and exclusive service for the

Church – one in Newark, NJ and one

in Boston, MA and always free to any

Church employee, whether or not

associated with a TNCRRG

shareholder.

2) VIRTUS® results in 2016 were

again outstanding and can be

reviewed in detail on pages four (4)

and five (5) of this report. National

Catholic remains far and away the

undisputed leader in the provision of

safe environment programs for the

Church. We provide a greater variety

of highly awarded safe environment

services, to more Catholic entities, 

in more places (nationally and

internationally), than any competitive

program – by a very, very wide

margin.

3) TNCRRG’s Crisis Preparedness

and Reputation Management

Program presented three very well

attended and excellently evaluated

webinars; one in person presentation

to all the Pennsylvania bishops; 

and consulting services to seven

dioceses – all free of charge

to our shareholders.

4) TNCRRG established its

partnership with Sera-Brynn and

introduced its related Sera-Brynn

Cyber Risk Management Services

program. Sera-Brynn was ranked

tenth in the world and seventh in the

United States in the 2016 annual

Cyber Security 500 worldwide

ranking of Cyber security and

forensics firms, even though the 

firm is only five years old. TNCRRG

negotiated a tremendous discount 

off of Sera-Brynn’s regular fees, 

on behalf of our shareholders.

5) TNCRRG established its

partnership with the STOPit program,

a ‘cutting-edge,’ absolutely innovative

and inexpensive technology solution

to issues like cyber-bullying, bullying,

harassment, intimidation, ‘sexting’ and

other inappropriate behaviors in

school or institutional settings. Once

again, TNCRRG negotiated a

substantial reduction in the cost of

the program on behalf of our

shareholders.

In closing, I want to thank all of our

shareholders and other friends for

your support, confidence and

encouragement – particularly during

difficult times. Rest assured that we

will always do our very best to serve

you and our Church.

Michael J. Bemi

President & CEO



Our Concept and Methodology
The VIRTUS® Programs are a platform
that provides the foundation, and also,
the superstructure, of all the risk control
(loss prevention/loss control) initiatives
undertaken by National Catholic on
behalf of its shareholders and the
Church.

The word “virtus” derives from the Latin,
and means valor, moral strength,
excellence, and worth. In ancient times
virtus denoted a way of life and manner
of behavior that always aspired to the
highest, most positive attributes of
people, and aspects of human
interaction. Consequently, and
particularly in light of National Catholic’s
affiliation with, and mission on behalf of,
the Church, the VIRTUS mark is a very
appropriate choice for the brand of
National Catholic’s risk control
program.

The VIRTUS Programs constantly and
consistently employ several elements
as the cornerstone of its methodology.
These are (summarized):

• they target both institutional change,
and also, individual behavior
modification, with appropriate
programs/services.

• they provide both reactive/responsive
and proactive tools, often assembled
as “toolkits,” to address the exposure
areas confronting our insureds.

• they employ multiple modalities
(written materials, web training
modules, audio tapes, video tapes,
DVDs, training manuals, seminars,
etc.), to reach our audience.

• they utilize a “Think Tank”

development model, including
engagement of an Expert Consulting
Team that assists with the
development and implementation 
of our programs/services.

• they are “constructed” and deployed
in phases or components (Phase I 
of the VIRTUS Programs deals with
child sexual abuse and other
inappropriate sexual behavior; 
Phase II with violence prevention/
mitigation; etc.).

• they exist as an ongoing process –
phases are never “finished,” but rather
are continuously refined and updated,
and constantly available.

• all activities are designed to ensure a
constant program/service “pipeline.”

• they seek and engage outstanding
professional service providers for
program development and training,
whom we manage synergistically.

• they are committed to measurable
results and continuous improvement.

• they adhere to a “best practices”
standard.

Through the VIRTUS Programs, we are
committed and dedicated to the task of
constantly providing National Catholic’s
shareholders, and indeed the broader
Church, with the absolute finest, most
cost efficient, and effective risk control
measures available anywhere.

VIRTUS Programs—UPDATE

We are pleased to report that 2016
was another successful year of
program development, implementation,
expansion, and recognition of the
VIRTUS Programs as well as a very
successful expansion of the NCS Risk
Services Programs.

Some of our more noteworthy
successes included:

• At year end, 138 arch/dioceses/

eparchies/missions, the Christian
Brothers Risk Pooling Trust, the
Antilles Episcopal Conference (21
dioceses in the West Indies), Papua
New Guinea (17 dioceses in
attendance) and 43 independent
Catholic entities (one in Chile, Peru,
Ecuador and Colombia), plus 21 non-
Catholic entities, were using one or
more VIRTUS products/services, and
the total of 220 Catholic VIRTUS
clients are comprised by 44
shareholders and 176 non-
shareholders, including 60 Catholic
Mutual members. Currently, 56
dioceses and eparchies are
implementing our children’s program,
the Touching Safety™ Program, for
use in their schools and religious
education programs.

• 1,036 new Protecting God’s
Children® program facilitators were
trained and added to the system in
2016, bringing the total to 12,413
currently active facilitators nationwide.
Those facilitators conducted 13,744
awareness sessions in 2016,
generating a resultant 255,376
Protecting God’s Children awareness
sessions since inception. Just fewer
than 3,000,000 people now have
“registered” access to one or more 
of the VIRTUS®Online system’s
subscriber-only training features.

• VIRTUS Online continues to enhance
its capabilities as a comprehensive
risk control platform, a compendium 
of information, a significant training
resource, and an immensely
successful outreach tool. In 2016,
302 new articles and other training-
related components were added to
the website. VIRTUS Online has
disseminated 4,222 educational
articles, training bulletins, interactive
scenario questions, poll questions,
and other informational pieces since
its launch in July 2002. We continue
to provide a more stable and secure

4

VIRTUS®

PROGRAMS
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VIRTUS platform, enabling a more
functional, customizable and easily
navigable system. 

• During 2016, the VIRTUS Online
website was visited 3,930,450 times.
The website had 14,387,015 page
views, generated by visitors from 172
countries and every continent except
for Antarctica.

• We are committed to ongoing and
comprehensive project research,
development and implementation that
will overall enhance both the VIRTUS
Programs and also our NCS Risk
Services Programs for non-Catholic
entities. Recent examples include 
that we:

• Launched the revised version of
Keeping the Promise Alive (KPA)
Refresher program and updated
the content of the KPA Facilitator
Manual, the corresponding
Participant Workbook, and
developed a KPA Online version.

• Completed revisions to Lesson
One Plans for the Touching Safety
Program for children.

• Completed a revision of the
Protecting All Children Online
Program in both English and
Spanish that now resides on the
recently launched NCS Risk
Services Platform for non-Catholic
entities.

• Completed the development of 
a Sexual Harassment Online
Training Module that assists
organizations in creating a
healthier environment that reduces
inappropriate sexual harassment
conduct, prevents future
occurrences and overall reduces
risk. In this online module that is
available through the VIRTUS
Online Platform, caring adults will
have an opportunity to review case
studies and answer interactive

questions designed to evaluate
comprehension. 

• This sexual harassment training
covers the following specific
items:

—The different types of verbal and
non-verbal harassment

—Prevention and proper response

—Best practices for a positive
work environment

—Complaint process, retaliation
and resources

• On the international front, we were
commissioned to go to Peru and
Papua New Guinea (via Australia) to
implement the Protecting God’s
Children program and train
facilitators. In January 2016, Crispin
Ketelhut traveled to Lima to train 33
facilitators who came from all over
Peru, Ecuador and Colombia for
Familia Sodálite, a lay-religious
organization. Each of these 33
facilitators eventually returned to their
home cities and countries to facilitate
their own sessions. In May 2016, Pat
Neal traveled to Australia to train
facilitators to implement the program
in Papua New Guinea (PNG). Sister
Mary Claude Gaddworks tirelessly
to implement the program in PNG,
and she stated, “I’m a “believer” in
this PGC Program and the great
potential it has for helping us provide
a safe environment for our children
everywhere. I will do all I can to make
sure that the Program is embedded in
our mission education system here in
PNG in a way that keeps it alive and
growing for many years to come.”

• We had a successful “Thirteenth”
Annual VIRTUS Coordinators’
Conference held in Chicago, August
25 and 26, 2016, (we also presented
a similar but abbreviated session
immediately following the National
Safe Environment and Victim

Assistance Coordinators Leadership
Conference on May 18, 2016 in
Denver, Colorado). This is our annual
opportunity to share new programs
and provide updates related to
VIRTUS Online and ongoing
program development, as well as 
the opportunity to interact and share
thoughts and ideas with the safe
environment coordinators.

• Immediately following the conference
in Chicago, we held our sixth annual
meeting with the VIRTUS Advisory
Council. We look forward to their
continued involvement and insights in
relation to the development of new
programs, as well as the enhancement
of our existent programs and services.
We recognize that it is vital to
continuously address and resolve 
the issues encompassed within the
protection of our children and
vulnerable adults.

A highlight of the year was when Father
Gerald Fitzsimmons, SMM, Pastor of 
St. Mary’s Gate of Heaven, Diocese 
of Brooklyn, presented at our VIRTUS
Coordinators Conference with regard to
the impact of the VIRTUS Programs on
the mission of the Church to serve the
people of God, and the role of the
Diocesan leadership and their facilitators,
in continuing the great work of child
sexual abuse awareness. He shared his
interesting and unique experience of
serving his missionary congregation 
by bringing safe environment awareness
to priests in countries around the world.
We were blessed to have Father
Fitzsimmons take part in our conference,
and we continue to enjoy a blessed
history and tradition of excellence in
serving the needs of the Church through
our educational programs. We continue
to be honored to provide support to both
national and international efforts. And,
God willing, this effort of many will
continue its expansion globally for the
protection of all God’s children.



Shareholder Benefits and Services
In addition to providing an efficient

and effective mechanism for transfer

of risk, National Catholic provides

other valuable services to

Shareholders.

For over twenty-five years, the

Company has sponsored a two-day

Winter Meeting, which is open to

Shareholders as well as all interested

diocesan or Church personnel. This

meeting involves a Company

business meeting plus several risk

management related seminars, which

are presented by outside experts. The

Winter Meeting has been a perennial

success and a valuable resource for

attendees.

Also, each year, in conjunction with

the Diocesan Fiscal Management

Conference (DFMC), the Company

has sponsored an Annual

Shareholders’ Meeting at which

Shareholders elect certain Directors

and present issues and concerns 

to Officers, Directors or staff.

Additionally, as part of the DFMC, the

Company has sponsored an exhibit

booth attended by staff, which is

intended to disseminate information

and materials describing National

Catholic activities, programs and

services.

The Company provides litigation

planning and management

consultation services, Risk

Management and Legal Defense

workshops, and also, comprehensive

loss prevention and loss control

services via its: VIRTUS® Programs;

TNCRRG Crisis Preparedness and

Reputation Management Program;

TNCRRG-Sera Brynn Cyber Risk

Management Services; and its

STOPit partnership. The VIRTUS

Programs include publications,

audio/video training, DVDs, Web-

based training, and on-site training

and “train the trainer” programs.

Company Strategic Action Plan
The Company’s Strategic Action Plan

is reviewed and approved annually by

the Board. It establishes the following

long-term goals for The National

Catholic Risk Retention Group, Inc.:

— To provide the Church with

innovative risk management

solutions.

— To expand our Shareholder and

client base and enhance their

satisfaction level.

— To ensure financial stability through

growth, organizational efficiency,

and cost effectiveness.

— To comply with all legal, regulatory,

professional and ethical standards.

— To take a leadership role in

promoting collaborative alliances.

— To promote risk management

policies and practices within

Shareholder and client

organizations.

Executive Oversight
Company operations are directly

supervised on a day-to-day basis by

an employed, full time President and

CEO who reports to the Board of

Directors. The Chairman of the Board

presides over meetings of the Board

of Directors, which consists of eleven

members, each of whom is elected 

by Shareholders to serve a three-year

term. Each current Director

represents a Shareholder diocese 

or risk pooling trust.

6
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Standing Committees
The Board of Directors has

established the following standing

committees to review various aspects

of Company operations and to submit

appropriate recommendations to the

Board.

— Executive

— Audit

— Investment

— Nominations

— Stakeholder Relations and

Strategic Initiatives

Outside Professional Service Providers
Outside professional service

providers are utilized when deemed

to be advantageous and necessary.

Outside service providers are shown

on page 28.

Outside Consultants
Outside consulting expertise is

utilized when deemed to be

advantageous and necessary, in

areas such as strategic planning,

reinsurance, and computer services.

State Regulations
National Catholic is domiciled in the

State of Vermont and operates under

the regulation of the Department of

Financial Regulation of the State of

Vermont. As a risk retention group

established under the federal Liability

Risk Retention Act of 1986 (LRRA),

Company business is subject

primarily to regulation by the State of

Vermont and is subject to only limited

oversight in other states in which it is

registered.

Federal Income Taxation
The Internal Revenue Service has

ruled that the Company is exempt

from federal income tax as an

organization described in Section

501(c)(3) of the Internal Revenue

Code. The Service has also ruled that

the Company is a public charity under

Section 509(a)(3) of the Code and

not a private foundation.

Confidential Offering Memorandum
National Catholic is authorized 

to issue insurance only to its

Shareholders, pursuant to the 

federal LRRA. Eligible Catholic

archdioceses, dioceses, risk pooling

trusts, and other Catholic

organizations must review the

Company’s Confidential Offering

Memorandum and, if eligible for

insurance coverage, must execute 

a Participation Agreement and

purchase stock in the company prior

to issuance of insurance coverage.

This is neither an offer to sell nor a

solicitation of an offer to buy the stock

or the insurance issued by National

Catholic. Such an offer is made 

only by the Confidential Offering

Memorandum, which contains

important information concerning 

the required investment and the

insurance and should be read

carefully. The Memorandum explains

various risk factors associated with

the purchase of stock and insurance

from the Company, and provides

further information with regard to

insurance regulation, terms of

participating, federal income taxation

and other matters.
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The National Catholic Risk Retention
Group, Inc., is a licensed insurance
company domiciled in the State of
Vermont, operating as a risk retention
group pursuant to the federal Liability
Risk Retention Act of 1986 (LRRA). 
It was incorporated on August 12,
1987, and began formal operations 
on June 30, 1988. National Catholic
now operates in 22 states and is
authorized to write liability insurance 
in all 50 states subject to the
requirements of the federal LRRA.
National Catholic insures a multitude
of exposures for the Catholic Church
throughout the Country. Underlying
insurance programs are provided

variously through local insurance
agents, national brokers, insurers, 
and self-insurance programs.

National Catholic provides a basic
program of $750,000 excess of
$250,000 (either insurance or a self-
insured retention) Excess Liability
coverage on either a claims-made 
or on an occurrence policy form as
determined by the participant, with
alternate retention limits available. 
The program includes the following
coverages: General Liability, Personal
Injury, Automobile Liability, Directors’ &
Officers’ Liability, School Board Legal
Liability, Counseling Errors &

Omissions, Limited Professional
Healthcare Services Liability,
Employee Benefits Liability,
Contractual Liability, Employment
Practices Liability, Diocesan Review
Board Coverage, Volunteer Attorney’s
Errors & Omissions, Cyber Liability,
Drone Related Liability and Sexual
Misconduct. The claims-made format
includes an automatic “mini-tail”
provision along with an optional 5-year
Supplemental Extended Reporting
Period. Full Prior Acts Coverage,
except for Sexual Misconduct, is
available for participants who may
wish to convert from a claims-made 
to an occurrence form.

Na t iona l  Ca tho l i c

PROGRAM 
SUMMARY

Sources of Capital (Shareholders’ Equity) 
Initial Capital from Shareholders’ Deposits/
Accumulated Other Capital from Company Profits
2006–2016
($Millions)

Corresponding Annual Change 
in Shareholders’ Equity
2006–2016
($Millions)

06 07 08 09 10 11 12 13 14 15 16

(13.8)

(2.9)

(5.6)

(0.8)

(15.0)

4.7

6.6

2.5 2.8

0.8
2.4

06 07 08 09 10 11 12 13 14 15 16

0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8 0.8

Initial Capital Accrued Capital

O
pe
ra
tin
g 
Ye
ar

O
pe
ra
tin
g 
Ye
ar

37.7

22.7

8.9

15.5
18.0

15.1
17.9 17.2 17.9

12.3
14.7
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National Catholic shareholders each
maintain their own anniversary-
expiration date for coverage. 
National Catholic also offers up to
$14,000,000 excess of $1,000,000
Excess Liability. This program follows
form with the underlying National
Catholic coverage with the exception
that it does not automatically include
Directors’ & Officers’ Liability or
Sexual Misconduct Limited coverage;
however, these coverages may be
quoted contingent upon a specific
underwriting analysis.

National Catholic participates in an
Excess of Loss Treaty Cessions
Agreement with Swiss Reinsurance
America Corporation rated A+
(Superior) XV, Liberty Syndicate 4472
rated A (Excellent) XV, Faraday
Syndicate 435 rated A (Excellent) XV,
Catlin Syndicate 2003 rated A
(Excellent) XV, Ark Syndicate 4020
rated A (Excellent) XV, Pioneer
Consortium 9981 rated A (Excellent)
XV, Chaucer Syndicate 1084 rated A
(Excellent) XV, Accapella Syndicate
2014 rated A (Excellent) XV, Barbican
Syndicate 1955 rated A (Excellent)
XV, Axis Reinsurance Company rated
A+ (Superior) XV, Aspen Insurance
rated A (Excellent) XV, Navigators
Insurance Company rated A
(Excellent) XII, and Endurance
Reinsurance Corporation of America
rated A (Excellent) XV,  in the 2017
edition of Best’s Insurance Reports.

Annual Gross
Written/Assumed and 
Net Earned Premiums

2006–2016
($Millions)

06 07 08 09 10 11 12 13 14 15 16

16.1

Net Earned Premiums Gross Written Premiums

Net Ultimate Projected
Losses and ALAE* Ratios

AL & GL and Other Liability

2006–2016
(Percent)

06 07 08 09 10 11 12 13 14 15 16

Total Net Ultimate
Projected Losses

and ALAE*
AL & GL and Other Liability

2006–2016
($Millions)

06 07 08 09 10 11 12 13 14 15 16

IBNR Reserves

*Allocated Loss Adjustment Expense

Case Reserves

O
pe
ra
tin
g 
Ye
ar

O
pe
ra
tin
g 
Ye
ar

Net Paid

O
pe
ra
tin
g 
Ye
ar

16.1 15.9

19.1
20.2 20.8

24.3 24.4 25.0

22.4

19.5

8.99.1 8.9 9.6 9.2 9.6 10.3 11.0 11.4 11.1 10.4

123%

139%

125%

77%
84%

145%

58%

70%

95%

81%
88%

11.1
12.3

11.2

7.4 7.8

13.9

5.9

7.7

10.8

9.0 9.2



National Catholic Services, LLC

(NCS) is a 100%, wholly owned

subsidiary of The National Catholic

Risk Retention Group, Inc.

(TNCRRG). NCS is a management

company which was created both 

to manage the day-to-day operations

of TNCRRG, and also, to enable

TNCRRG to expand the scope and

nature of its services and products 

for the Catholic Church.

TNCRRG decided to create NCS, to

address operational constraint issues

created for TNCRRG, by provisions

of the federal law that authorizes and

enables TNCRRG and all other risk

retention group insurance companies.

That legislation, the federal Liability

Risk Retention Act of 1986 (LRRA)

prohibits risk retention groups from

insuring any entity that is not also 

an owner of the company; i.e., all

insureds must be owners and 

all owners must be insureds.

Furthermore, the LRRA only allows

risk retention group companies to

provide third party Liability insurance,

and proscribes the issuance of

Property or Workers’ Compensation

coverage, by risk retention groups.

Needless to say, the Catholic Church

has insurance coverage needs other

than simply Liability. Additionally,

TNCRRG recognized that it was

certainly conceivable, and probably

likely at some time, Catholic Church

entities that had no ownership of

TNCRRG, would nonetheless

request the services of, or assistance

from, TNCRRG. TNCRRG, as a risk

retention group company, inherently

would be unable to provide these

expanded services/products, and

certainly not to this broader (non-

owner) constituency in the Catholic

Church. However, the TNCRRG

Board of Directors recognized that

formation of a subsidiary management

company that was not a risk retention

group, would allow TNCRRG to

reach out to, and provide risk

management and insurance

assistance to, the overall Church, 

thus better enabling the Church to

effectively and efficiently provide its

ministries in our society. Accordingly,

National Catholic Services, LLC 

was established on March 8, 2000.

NCS company operates as a tax

exempt, not for profit, under the

direction of a Board of Governors

comprised by members of the

TNCRRG Board and others, and

ultimately, subject to the control of 

the TNCRRG Board of Directors.

NCS manages TNCRRG operations,

and also, undertakes initiatives to

better serve the risk management

needs of the Catholic Church, so that

the Church can in turn better address

and fulfill the needs of a frequently

hurting society.
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Report of Independent Auditors

The National Catholic Risk Retention Group, Inc. and Subsidiaries

Board of Directors:
We have audited the accompanying consolidated financial statements of The National Catholic Risk Retention Group,
Inc. and Subsidiaries (the Company) which comprise the consolidated balance sheets as of December 31, 2016 and
2015 and the related consolidated statements of comprehensive income (loss), changes in shareholders’ equity and
cash flows for the years then ended and the related notes to the consolidated financial statements.

Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks
of material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Company’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial
position of The National Catholic Risk Retention Group, Inc. and Subsidiaries as of December 31, 2016 and 2015 and
the results of its operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Burlington, Vermont
April 5, 2017
Vermont Firm Registration 092-0000267
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The National Catholic Risk Retention Group, Inc. and Subsidiaries

Consolidated Balance Sheets

ASSETS AT DECEMBER 31, 2016 AT DECEMBER 31, 2015

Cash and cash equivalents $ 10,032,483 $ 9,401,460

Debt securities, at fair value 45,619,145 42,830,897

Common trust funds, at fair value 8,677,167 10,474,311

Accounts receivable 130,653 132,457

Accrued investment income 368,658 365,396

Premiums receivable 691,868 993,274

Reinsurance receivable on paid losses 961,966 373,930

Reinsurance recoverable on unpaid losses 29,261,571 32,704,399

Prepaid reinsurance premiums 4,933,844 5,749,442

Deferred policy acquisition costs 350,484 385,803

Other assets 114,632 91,803

TOTAL ASSETS $ 101,142,471 $ 103,503,172

LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities

Losses and loss adjustment expenses $ 72,401,445 $ 75,871,538

Unearned premiums 10,661,707 11,711,377

Reinsurance payable 732,350 857,217

Premium taxes payable 312,701 338,778

Unearned VIRTUS® income 622,269 627,600

Unearned ceding commissions 724,361 654,999

Other liabilities 231,139 360,438

Total Liabilities 85,685,972 90,421,947

Shareholders’ Equity

Capital stock:

Class A ($20 par value, 200 shares authorized, 
55 and 57 shares issued and outstanding, respectively) 1,100 1,140

Class B ($13.33 par value, 90,000 shares authorized, 21,882.60 
and 22,043.31 shares issued and outstanding, respectively) 291,767 293,911

Additional paid-in capital – original requirements 444,414 477,065

Additional paid-in capital – policyholder dividends 8,684,139 8,738,119

Accumulated other comprehensive income 1,688,660 1,637,029

Retained earnings 4,346,419 1,933,961

Total Shareholders’ Equity 15,456,499 13,081,225

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 101,142,471 $ 103,503,172

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Comprehensive Income (Loss)

The National Catholic Risk Retention Group, Inc. and Subsidiaries

REVENUES YEAR ENDED DECEMBER 31, 2016 YEAR ENDED DECEMBER 31, 2015

Premiums earned $ 10,433,790 $ 11,081,033

Net investment gains 1,798,181 1,398,038

VIRTUS® income earned 1,498,817 1,473,538

Ceding commission income, net of commission expense 
of $478,511 and $501,329, respectively 827,572 894,769

TOTAL REVENUES 14,558,360 14,847,378

EXPENSES

Losses and loss adjustment expenses 7,155,631 13,916,197

Policy acquisition costs 645,988 729,479

Management and professional fees 811,920 773,158

VIRTUS® expenses 1,206,632 1,459,558

General and administrative expenses 2,342,465 2,519,743

TOTAL EXPENSES 12,162,636 19,398,135

NET INCOME (LOSS) 2,395,724 (4,550,757)

OTHER COMPREHENSIVE INCOME (LOSS)

Net unrealized holding gains (losses) arising during the year 754,217 (662,821)

Less: reclassification adjustment for net realized gains 
and impairments included in net investment gains (702,586) (396,998)

OTHER COMPREHENSIVE INCOME (LOSS) 51,631 (1,059,819)

COMPREHENSIVE INCOME (LOSS) $ 2,447,355 $ (5,610,576)

See accompanying notes to consolidated financial statements.
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The National Catholic Risk Retention Group, Inc. and Subsidiaries

Additional Additional
Paid—in Paid—in Accumulated
Capital Capital Other Total Book ValueCAPITAL STOCK

Original Policyholder Comprehensive Retained Shareholders’ Per Class B
Class A Class B Requirements Dividends Income Earnings Equity Share

BALANCE AT JANUARY 1, 2015 $ 1,160 $ 294,251 $ 510,460 $ 8,738,119 $ 2,696,848 $ 6,469,028 $ 18,709,866 $ 848

Issuance of 1 Class A share 20 — — — — — 20

Issuance of 6 Class B shares — 76 — — — — 76

Redemption of 2 Class A shares (40) — — — — — (40)

Redemption of 31 Class B shares — (416) — — — — (416)

Additional paid-in capital — — 4,750 — — — 4,750

Disbursement to withdrawn
shareholders — — (38,145) — — 15,690 (22,455)

Other comprehensive income — — — — (1,059,819) — (1,059,819)

Net loss — — — — — (4,550,757) (4,550,757)

BALANCE AT DECEMBER 31, 2015 1,140 293,911 477,065 8,738,119 1,637,029 1,933,961 13,081,225 $ 593

Redemption of 1 Class A share (20) — — — — — (20)

Redemption of 121 Class B shares — (1,620) — — — — (1,620)

Forfeiture of capital (20) (524) (30,986) — — 31,530 —

Disbursement to withdrawn
shareholders — — (1,665) (53,980) — (14,796) (70,441)

Other comprehensive income — — — — 51,631 — 51,631

Net income — — — — — 2,395,724 2,395,724

BALANCE AT DECEMBER 31, 2016 $ 1,100 $ 291,767 $ 444,414 $ 8,684,139 $ 1,688,660 $ 4,346,419 $15,456,499 $ 706

See accompanying notes to consolidated financial statements.

Consolidated Statements of Changes in Shareholders’ Equity
For Years Ended December 31, 2016 and 2015
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Consolidated Statements of Cash Flows

The National Catholic Risk Retention Group, Inc. and Subsidiaries

CASH FLOWS FROM OPERATING ACTIVITIES YEAR ENDED DECEMBER 31, 2016 YEAR ENDED DECEMBER 31, 2015

Net income (loss) $ 2,395,724 $ (4,550,757)

Add (deduct) items not affecting cash:

Net realized gains on sales of investments (702,586) (613,447)

Net amortization of bond premium and discount 135,064 257,677

Impairment losses on investments — 216,449

Changes in assets and liabilities:

Accounts receivable 1,804 53,024

Accrued investment income (3,262) 18,210

Premiums receivable 301,406 (654,090)

Reinsurance receivable on paid losses (588,036) (154,239)

Reinsurance recoverable on unpaid losses 3,442,828 (3,830,678)

Prepaid reinsurance premiums 815,598 766,227

Deferred policy acquisition costs 35,319 17,870

Other assets (22,829) 190,427

Losses and loss adjustment expenses (3,470,093) 8,854,945

Unearned premiums (1,049,670) (1,022,760)

Reinsurance payable (124,867) 503,540

Premium taxes payable (26,077) (30,589)

Unearned VIRTUS® income (5,331) 11,432

Unearned ceding commissions 69,362 (63,219)

Other liabilities (129,299) (93,481)

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES 1,075,055 (123,459)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchased investments (16,548,743) (18,335,660)

Proceeds from sales and maturities of investments 16,176,792 20,559,320

NET CASH (USED IN) PROVIDED BY INVESTING ACTIVITIES (371,951) 2,223,660

CASH FLOWS FROM FINANCING ACTIVITIES

Return of capital (72,081) (22,911)

Proceeds from issuance of capital — 4,846

NET CASH USED IN FINANCING ACTIVITIES (72,081) (18,065)

NET CHANGE IN CASH AND CASH EQUIVALENTS 631,023 2,082,136

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 9,401,460 7,319,324

CASH AND CASH EQUIVALENTS, END OF YEAR $ 10,032,483 $ 9,401,460

See accompanying notes to consolidated financial statements.
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The National Catholic Risk Retention Group, Inc. and Subsidiaries

Organization
The National Catholic Risk Retention Group,
Inc. (TNCRRG), a Vermont company,
operates as a risk retention group under the
federal Liability Risk Retention Act of 1986.
TNCRRG has been organized by entities of
the Roman Catholic Church to provide
liability insurance to qualifying Roman
Catholic archdioceses, dioceses, religious
organizations and risk pooling trusts
comprised of entities associated with the
Roman Catholic Church that are listed or are
eligible for listing in The Official Catholic
Directory published by P.J. Kenedy & Sons.
This coverage is provided on either a claims-
made or an occurrence basis, depending
upon the requirements of the insured. New
policyholders are required to maintain
coverage with TNCRRG for a minimum of
three years. As of December 31, 2016 and
2015, 55 and 57, respectively, Catholic
shareholder entities were insured. In 2016
and 2015, the two largest insureds
accounted for 28% and 27%, respectively,
of gross written premium. In 2016, 76% of
gross written premiums came from
shareholders located in Illinois, New Jersey,
New York, Pennsylvania, and Massachusetts;
although the risks covered represent a larger
geographical area. In 2015, 74% of gross
written premiums came from shareholders
located in Illinois, New Jersey, New York,
Pennsylvania, and Massachusetts; although
the risks covered represent a larger
geographical area..

On March 8, 2000, TNCRRG created a
wholly owned subsidiary, National Catholic
Services, LLC (NCS). NCS was formed as
a Vermont limited liability company to
provide underwriting, brokerage, claims

administration and other management
services to TNCRRG.

On October 26, 2006, NCS created a
wholly owned subsidiary, NCS Risk
Services, LLC (NCS Risk Services). NCS
Risk Services was formed as a Vermont
limited liability company to facilitate the sale
of TNCRRG’s modified VIRTUS® products
to entities outside the Catholic Church
community.

Certain directors and officers of TNCRRG,
NCS and NCS Risk Services are employees
of TNCRRG’s shareholders or NCS.

Accounting, financial reporting, regulatory
compliance, records retention and other
services are performed by JLT Towner
Insurance Management (USA) LLC, an
unaffiliated entity.

Basis of Reporting
The accompanying consolidated financial
statements have been prepared in
accordance with accounting principles
generally accepted in the United States of
America (U.S. GAAP) as promulgated 
by the Financial Accounting Standards
Board Accounting Standards Codification
(the guidance). The consolidated financial
statements include the accounts of

TNCRRG and its wholly owned subsidiaries
(collectively referred to hereafter as the
Company or TNCRRG). All intercompany
accounts and transactions have been
eliminated in the consolidation. Preparation
of consolidated financial statements in
accordance with U.S. GAAP 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 consolidated financial
statements and the reported amounts of
revenues and expenses during the reporting
period. Actual results could differ from those
estimates.

Subsequent Events
TNCRRG has evaluated subsequent
events for disclosure and recognition
through April 5, 2017, the date the
consolidated financial statements were
available to be issued.

Cash and Cash Equivalents
For purposes of the statement of cash
flows, TNCRRG considers all highly liquid
debt instruments purchased with an original
maturity of three months or less to be cash
equivalents. At December 31, 2016 and
2015, cash and cash equivalents consisted
of the following:

2016 2015

Wells Fargo Bank operating/sweep account $ 879,473 $ 1,334,819

People’s United Bank operating account 2,926 1,200

Wells Fargo Advantage Cash Investment 
Fund Institutional Class 9,150,084 8,065,441

TOTAL CASH AND CASH EQUIVALENTS $ 10,032,483 $ 9,401,460

Note A— Organization and Significant Accounting Policies

Notes to the Consolidated Financial Statements
Years Ended December 31, 2016 and 2015
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Notes to the Consolidated Financial Statements

The National Catholic Risk Retention Group, Inc. and Subsidiaries

The Federal Deposit Insurance Corporation
(FDIC) insures amounts on deposit with
each financial institution up to limits as
prescribed by law. TNCRRG holds funds
with financial institutions in excess of the
FDIC insured amount and investments in
money market mutual funds which are not
subject to FDIC insurance; however,
TNCRRG has not experienced any losses
in such accounts and management believes
it is not exposed to any significant credit risk
on cash and cash equivalents.

Investments
Investments held by TNCRRG consist of
U.S. Treasury obligations, corporate bonds,
municipal bonds, asset and mortgage-
backed securities, and common trust funds.
TNCRRG classifies these investments as
available-for-sale. Accordingly, TNCRRG
reports securities at their estimated fair
values with unrealized holding gains and
losses being reported as accumulated other
comprehensive income in shareholders’
equity. Estimated fair values for debt
securities are based on market prices
provided by investment custodians.
Investments held in common trust funds are
valued using the net asset value (NAV) at
the end of each trading day based on the
underlying securities in accordance with the
financial services investment companies’
guidance. Realized gains and losses on
sales of common trust funds and debt
securities are accounted for using the
“highest-in, first-out” method, which
minimizes realized gains.

At December 31, 2016 and 2015, the
common trust funds are comprised of an
MSCI All Country World ex-U.S. Investable

Market Index Non-Lending Common Trust
Fund (MSCI ACW XUS Fund) and a
Russell 3000 Screened Index Non-Lending
Common Trust Fund (Russell 3000 Fund).
All common trust funds are managed by
State Street Global Advisors. The
investment objective of the MSCI ACW
XUS Fund is to approximate the equity
market performance of Canada and
developed and emerging markets outside
of the United States of America, including
small-cap non-U.S. stocks. The investment
objective of the Russell 3000 Fund is to
approximate the performance of the Russell
3000 Index over the long term. There are
no restrictions on either fund. Redemptions
may be made semi-monthly with two
business days prior notice for the MSCI
ACW XUS Fund and daily with two
business days prior notice for the Russell
3000 Index. Trades of the MSCI ACW
XUS Fund settle five business days after
the trade date.

Other-Than-Temporary 
Impairments (OTTI)
An investment is considered impaired when
the fair value of the security is less than its
cost or amortized cost. When an investment
is impaired, TNCRRG must make a
determination as to whether the impairment
is other-than-temporary. Under the
guidance, with respect to an investment in
an impaired debt security, OTTI occurs if
(a) TNCRRG intends to sell the debt
security, (b) it is more likely than not
TNCRRG will be required to sell the debt
security before its anticipated recovery, or
(c) it is probable that TNCRRG will be
unable to collect all amounts due to the
recovery of the entire cost basis of the

security. If TNCRRG intends to sell the debt
security, or will more likely than not be
required to sell the debt security before the
anticipated recovery, a loss in the entire
amount of the impairment is reflected in net
investment gains in the statements of
comprehensive income (loss). If it is
determined to be probable TNCRRG will
be unable to collect all amounts, a credit
loss is recognized through net investment
gains to the extent that the present value of
expected cash flows is less than the
amortized cost basis. With respect to an
investment in common trust funds, if the
decline in fair value is determined to be
other-than-temporary, a loss for the entire
amount of the impairment is reflected in net
investment gains in the statements of
comprehensive income (loss).

Upon recognizing an OTTI, the new cost
basis of the security is the previous
amortized cost or cost basis less the 
OTTI recognized in net investment gains.
The new cost basis is not adjusted for any
subsequent recoveries in fair value;
however, for debt securities, the difference
between the new cost basis and the
expected cash flows is accreted to net
investment gains over the remaining
expected life of the security. Any differences
between fair value and the new cost basis
(net of the credit loss) are reflected in other
comprehensive income.

Recognition of Premium Revenue
Premiums written and assumed are earned
ratably over the terms of the policies to
which they relate. Premiums relating to the
unexpired portion of policies in force at the
balance sheet date are recorded as
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The National Catholic Risk Retention Group, Inc. and Subsidiaries

unearned premiums. Premiums ceded
pursuant to reinsurance agreements are
expensed over the terms of the underlying
policies to which they relate and are netted
against earned premiums. Ceded premiums
relating to the unexpired portion of
underlying policies are recorded as prepaid
reinsurance premiums.

Ceding Commission
Commissions on ceded reinsurance are
earned over the terms of the underlying
policies to which they relate. Commissions
relating to the unexpired portion of
underlying policies in force at the balance
sheet dates are recorded as unearned
ceding commissions.

Deferred Policy Acquisition Costs
Certain costs incurred in the production of
successful new or renewal business,
primarily premium taxes, are deferred and
amortized over the terms of the policies to
which they relate.

Losses and Loss Adjustment
Expenses
The liability for unpaid losses and loss
adjustment expenses includes case basis
estimates of reported losses, plus amounts
for incurred but not reported losses (IBNR)
calculated based upon loss projections
utilizing certain actuarial assumptions and
studies of TNCRRG’s historical loss
experience and industry data. In establishing
the liability for losses and loss adjustment
expenses, TNCRRG utilizes the findings of
an independent consulting actuary.
However, because projections of future
ultimate losses are inherently uncertain due
to the random nature of claims occurrences,

limited population of insured risks, the nature
of the risks insured, uncertainty related to
current and perceived social and economic
inflation, current and future court and jury
attitudes, and many other economic, legal,
political and social factors, all having
significant effects on ultimate claim costs,
actual loss experience may not conform to
the assumptions used in determining the
estimated amounts for such liability at the
balance sheet date. Accordingly, the
ultimate liability could be significantly in
excess of or less than the amount indicated
in the consolidated financial statements. As
adjustments to these estimates become
necessary, such adjustments are reflected
in current operations.

Reinsurance Recoverable 
on Unpaid Losses and Loss
Adjustment Expenses
TNCRRG relies on ceded reinsurance to
limit its retained insurance risk as described
further in Note B. Recoverables from the
reinsurers pursuant to the reinsurance
agreements have been estimated using
actuarial assumptions consistent with those
used in establishing the liability for losses
and loss adjustment expenses described
above. Management believes that
reinsurance recoverable as recorded
represents its best estimate of such amounts;
however, as changes in the estimated
ultimate liability for losses and loss adjustment
expenses are determined, the estimated
ultimate amount recoverable from the
reinsurers will also change. Accordingly, the
ultimate recoverable could be significantly in
excess of or less than the amount indicated
in the consolidated financial statements. As
adjustments to these estimates become

necessary, such adjustments are reflected
in current operations.

In the event that any or all of the reinsuring
companies are unable to meet their
obligations under existing reinsurance
agreements, TNCRRG would be
contingently liable for such amounts.
Management’s estimates of amounts
recoverable from reinsurers include
consideration of amounts, if any, estimated
to be uncollectible based on an assessment
of factors including the creditworthiness of
the reinsurers. Management believes that
all reinsurance receivable and recoverable
recorded at December 31, 2016 and 2015
are fully collectible.

Recognition of VIRTUS® Income
VIRTUS®Online income is earned over the
terms of the underlying contracts sold.
Income relating to the unexpired portion of
underlying contracts in force at the balance
sheet dates are recorded as unearned
VIRTUS income. Revenue for other
VIRTUS® Programs products is recorded
at the point of sale.

Retirement Plan
TNCRRG participates in the Christian
Brothers Retirement Savings Plan, a 403(b)
tax deferred plan whereby participating
employees may contribute to the plan up
to the federally determined allowable limit.
Additionally, the employer has elected to
make a matching contribution of up to 2%
of the employees’ base salary. Employer
contributions are vested immediately. Total
discretionary contributions made by
TNCRRG amounted to $26,340 and
$26,279 in 2016 and 2015, respectively.

Note A— Organization and Significant Accounting Policies (Continued)

Notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements

The National Catholic Risk Retention Group, Inc. and Subsidiaries

For claims in the layer $4,000,000 excess
$1,000,000, TNCRRG currently retains
5% of the underwritten risks pursuant to a
treaty reinsurance agreement with various
reinsurers. Prior to January 1, 2015,
TNCRRG retained 10% of this coverage
and prior to January 1, 2005 TNCRRG
retained 20% of this coverage. Pursuant to
treaty reinsurance agreements with various
reinsurers, TNCRRG cedes 100% of the
risks within the $5,000,000 excess
$5,000,000 and $5,000,000 excess
$10,000,000 layers. Prior to January 1,
2009, TNCRRG retained 20% of the
losses and loss adjustment expenses within
these layers.

Effective January 1, 2009, the reinsurance
agreements covering a portion of the
$5,000,000 excess $5,000,000 and
$5,000,000 excess $10,000,000 layers,
contain provisions for reinstatement of
coverage once the loss limit is exhausted.
Under these terms, a certain number of
reinstatements are provided at no additional
cost, after which TNCRRG has the option
to reinstate coverage for additional premium,
or risk bearing the loss on its own. In
addition, certain reinsurance agreements
include an overall aggregate limit for
terrorism coverage and other aggregate
limits which may expose TNCRRG to
additional risk.

Note B—Insurance Activity

TNCRRG also participates in a 401(a)
defined benefit church plan. The plan’s
name is the Christian Brothers Employee
Retirement Plan – Plan #333 which is
administered by Christian Brothers
Services. The Employer Identification
Number of the plan is 36-3895802. Only
organizations listed in The Official Catholic
Directory published by P.J. Kenedy & Sons
and that have been approved by the 
plan may participate. The plan provides 
for pension benefits beginning at normal
retirement age (65) based on years of
service and compensation. Effective July 1,
2012, the normal retirement age was
changed to Social Security normal
retirement age for new participants on or
after July 1, 2012. An external audit and
actuarial certification is performed on the
plan annually. Effective July 1, 2014, the
actuarial valuation was updated for changes
in benefits multipliers and contribution rates.
Since July of 2008, the plan has had an
underfunded pension liability. Contributions
to the plan by TNCRRG are based on
4.2% of total annual base salaries. Total
contributions made by TNCRRG amounted
to $56,038 and $56,296 in 2016 and
2015, respectively. 

The table below presents certain financial
information about the plan from the most
recent audit reports and actuarial
certifications as of July 1, 2016 and July 1,
2015: 

Policies directly written by TNCRRG provide
primary coverage of $750,000 for each
loss, in excess of a self-insured retention 
of $250,000 for most shareholders
(shareholders have self-insured retentions
ranging from $250,000 to $4,000,000).
General and automobile liability coverages
have no aggregate limit. Most other
coverages provide for a combined
aggregate of $750,000 applying to several
types of risk for each shareholder.

During 2010, TNCRRG began assuming
primary layer coverage for one shareholder
to the same limits and aggregates as
offered on the direct policies.

All shareholders are required to purchase
primary coverage and have the option of
purchasing various layers of excess liability
coverage. Excess layers offered by
TNCRRG are generally $4,000,000 excess
$1,000,000 (or up to $5,000,000 from
ground), $5,000,000 excess $5,000,000,
and $5,000,000 excess $10,000,000.
Within each excess layer, all coverages,
except for general and automobile liability
coverages (which have no aggregate
limitation) and sexual misconduct liability
and nursing home professional liability
(which have their own separate aggregate
limits), generally provide for an aggregate
limit equal to the per layer gross liability per
type of risk for each policy.

Present Value of
Total Plan Accumulated Total

Net Assets Plan Benefits Contributions Funded Status

JULY 1, 2016 $ 1,289,957,030 $ 1,707,623,867 $ 44,842,559 65% to 80%

JULY 1, 2015 $ 1,342,048,513 $ 1,677,828,378 $ 45,622,350 65% to 80%
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TNCRRG’s reinsurers, related reinsurance
recoverable balances and A.M. Best
strength ratings at December 31, 2016 are
as follows (in thousands): 

Total Recoverable A.M. Best
REINSURERS (in thousands) Rating

Munich Reinsurance America, Inc. $ 16,016 A+

Hannover Rueckversicherung AG 395 A+

Odyssey American Reinsurance Corporation 18 A

Liberty Syndicate 4472 5,404 A

Faraday Syndicate 435 1,748 A

Catlin Syndicate 2003 986 A

Chaucer Syndicate 1084 508 A

Ark Syndicate 4020 1,799 A

AXIS Reinsurance Company 1,548 A+

Swiss Reinsurance America Corporation 1,218 A+

Accapella Syndicate 2014 108 A

Barbican Syndicate 1955 108 A

Aspen Insurance U.K. Limited 189 A

Navigators Insurance Company 67 A

Endurance Reinsurance Corporation of America 112 A

$ 30,224

Total Recoverable A.M. Best
REINSURERS (in thousands) Rating

Munich Reinsurance America, Inc. $ 19,632 A+

Hannover Rueckversicherung AG 494 A+

Odyssey American Reinsurance Corporation 59 A

Liberty Syndicate 4472 5,967 A

Faraday Syndicate 435 1,774 A

Catlin Syndicate 2003 876 A

Chaucer Syndicate 1084 142 A

Ark Syndicate 4020 1,698 A

AXIS Reinsurance Company 1,683 A+

Swiss Reinsurance America Corporation 753 A+

$ 33,078

TNCRRG’s reinsurers, related reinsurance
recoverable balances and A.M. Best
strength ratings at December 31, 2015 are
as follows (in thousands): 

Note B— Insurance Activity (Continued)
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Components of the liability for unpaid losses and loss adjustment expenses and related reinsurance recoverable are as follows:

AT DECEMBER 31, 2016 AT DECEMBER 31, 2015

Gross Liability Reinsurance Recoverable Gross Liability Reinsurance Recoverable

Case basis reserves $ 19,706,068 $ 4,685,206 $ 21,837,211 $ 6,666,563

IBNR reserves 52,695,377 24,576,365 54,034,327 26,037,836

TOTAL $ 72,401,445 $ 29,261,571 $ 75,871,538 $ 32,704,399

2016 2015

Balance as of January 1, (net of reinsurance recoverable
of $32,704,399 and $28,873,721) $ 43,167,139 $ 38,142,872

Incurred related to:

Current year 9,072,411 9,161,061

Development of prior years (1,916,780) 4,755,136

TOTAL INCURRED (NET OF REINSURANCE RECOVERIES OF
$2,316,742 AND $9,787,750) 7,155,631 13,916,197

TOTAL PAID RELATED TO PRIOR YEARS (NET OF REINSURANCE 
RECOVERIES OF $1,126,086 AND $5,957,072) (7,182,896) (8,891,930)

BALANCE AS OF DECEMBER 31, (NET OF REINSURANCE 
RECOVERABLE OF $29,261,571 AND $32,704,399) $ 43,139,874 $ 43,167,139

A reconciliation of direct and assumed to net premiums, on both a written and an earned basis is as follows:

YEAR ENDED DECEMBER 31, 2016 YEAR ENDED DECEMBER 31, 2015

Written Earned Written Earned

Direct premiums $ 19,057,981 $ 20,114,375 $ 21,882,210 $ 22,904,423

Assumed premiums 486,003 479,280 477,935 478,482

Reinsurance ceded (9,344,268) (10,159,865) (11,535,645) (12,301,872)

NET $ 10,199,716 $ 10,433,790 $ 10,824,500 $ 11,081,033

Losses and loss adjustment expense activity for the years ending December 31, 2016 and 2015, is summarized as follows:

The liability for losses and loss adjustment
expenses relating to prior years decreased
during 2016 due to favorable development
on the 2007, 2009 through 2013, and 2015
policy years, which was partially offset by

unfavorable development primarily on the
2003, 2005, 2008 and 2014 policy years.
The liability for losses and loss adjustment
expenses relating to prior years increased
during 2015 due to unfavorable development

primarily on the 2002, 2005, 2008 and 2011
through 2014 policy years, which was
partially offset by favorable development on
the 2009 and 2010 policy years.
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AT DECEMBER 31, 2016: Level 1 Level 2 Level 3 Total

U.S. Treasury securities and obligations of U.S. Government 
and government agencies $ 16,770,069 $ 1,793,551 $ — $ 18,563,620

Obligations of states, municipalities and political subdivisions — 815,860 — 815,860

Debt securities issued by foreign governments — 214,700 — 214,700

Asset-backed securities — 2,616,025 — 2,616,025

Residential mortgage-backed securities — 259,853 — 259,853

Corporate bonds — 23,149,087 — 23,149,087

TOTAL DEBT SECURITIES $ 16,770,069 $ 28,849,076 $ — $ 45,619,145

Notes to the Consolidated Financial Statements

Note C— Investments

TNCRRG’s estimates of fair value for
financial assets are based on the framework
established in the fair value measurements
and disclosures accounting guidance. The
framework is based on the inputs used in
valuation and requires that observable
inputs are used in the valuations when
available. The disclosure of fair value
estimates in the fair value accounting
guidance hierarchy is based on whether the
inputs into the valuation are observable. In
determining the level of hierarchy in which
the estimate is disclosed, the highest priority
is given to unadjusted quoted prices in
active markets and the lowest priority to
unobservable inputs that reflect TNCRRG’s
significant market assumptions.  

If the inputs used to measure the assets fall
within different levels of the hierarchy, the
classification is based on the lowest level
of input that is significant to the fair value
measurement of the asset. Classification of
assets within the hierarchy considers the
markets in which the assets are traded and
the reliability and transparency of the
assumptions used to determine fair value.
The hierarchy requires the use of observable

market data when available. The levels of
the hierarchy are as follows: 

Level 1—Inputs to the valuation methodology
are quoted prices for identical assets traded
in active markets that TNCRRG has the
ability to access.

Level 2—Inputs to the valuation methodology
include quoted prices for similar assets in
active markets, quoted prices for identical
or similar assets in markets that are not
active, inputs other than quoted prices that
are observable for the asset and market-
corroborated inputs.

Level 3—Valuations based on models where
significant inputs are not observable. The
unobservable inputs reflect TNCRRG’s
own assumptions about the inputs that
market participants would use.

TNCRRG’s fair values for debt securities
are obtained from TNCRRG’s custodial
bank. These pricing sources use quoted
market prices when available (Level 1).
When market prices are not available, a
pricing service is used to determine an

estimate of fair value. The fair value is
generally estimated using current market
inputs for similar financial instruments with
comparable terms and credit quality,
commonly referred to as matrix pricing
(Level 2). In instances where there is little
or no market activity for the same or similar
instruments, fair value is estimated using
methods, models and assumptions that
management believes are relevant to the
particular asset. This may include a
discounted cash flow analysis or other
income based approaches (Level 3). These
valuation techniques involve some level of
management’s estimation and judgment.
TNCRRG recognizes transfers between
levels at the end of the reporting period.
Investments held in common trust funds are
valued using the NAV practical expedient
and as such are excluded from the fair value
hierarchy.

The following table presents the levels
within the fair value hierarchy at which
TNCRRG’s debt securities are measured
on a recurring basis:
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AT DECEMBER 31, 2015: Level 1 Level 2 Level 3 Total

U.S. Treasury securities and obligations of U.S. Government 
and government agencies $ 14,966,027 $ 2,305,013 $ — $ 17,271,040

Obligations of states, municipalities and political subdivisions — 283,918 — 283,918

Debt securities issued by foreign governments — 218,000 — 218,000

Asset-backed securities — 2,593,673 — 2,593,673

Residential mortgage-backed securities — 432,388 — 432,388

Corporate bonds — 22,031,878 — 22,031,878

TOTAL DEBT SECURITIES $ 14,966,027 $ 27,864,870 $ — $ 42,830,897

There were no transfers between levels for the years ended December 31, 2016 and 2015.

The aggregate cost or amortized cost, gross unrealized holding gains and losses, OTTI, and estimated fair values for TNCRRG’s
financial assets by major security type, are as follows:

Cost Gross Gross Other-Than- Estimated
or Amortized Unrealized Unrealized Temporary Fair

AT DECEMBER 31, 2016: Cost Gains Losses Impairments Value

U.S. Treasury securities and obligations of U.S. Government 
and government agencies $ 18,634,153 $ 111,986 $ (182,519) $ — $ 18,563,620

Obligations of states, municipalities and political subdivisions 823,534 22,393 (30,067) — 815,860

Debt securities issued by foreign governments 199,370 15,330 — — 214,700

Asset-backed securities 2,629,871 8,829 (22,675) — 2,616,025

Residential mortgage-backed securities 272,016 2,704 (12,089) (2,778) 259,853

Corporate bonds 23,053,215 391,698 (137,179) (158,647) 23,149,087

TOTAL DEBT SECURITIES $ 45,612,159 $ 552,940 $ (384,529) $ (161,425) $ 45,619,145

COMMON TRUST FUNDS $ 7,156,918 $ 1,520,249 $ — $ — $ 8,677,167
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Cost Gross Gross Other-Than- Estimated
or Amortized Unrealized Unrealized Temporary Fair

AT DECEMBER 31, 2015: Cost Gains Losses Impairments Value

U.S. Treasury securities and obligations of U.S. Government 
and government agencies $ 17,195,770 $ 119,503 $ (44,233) $ — $ 17,271,040

Obligations of states, municipalities and political subdivisions 401,143 24,775 — (142,000) 283,918

Debt securities issued by foreign governments 199,183 18,817 — — 218,000

Asset-backed securities 2,618,986 2,064 (27,377) — 2,593,673

Residential mortgage-backed securities 440,710 6,866 (11,420) (3,768) 432,388

Corporate bonds 21,997,898 462,364 (195,288) (233,096) 22,031,878

TOTAL DEBT SECURITIES $ 42,853,690 $ 634,389 $ (278,318) $ (378,864) $ 42,830,897

COMMON TRUST FUNDS $ 9,193,353 $ 1,363,404 $ (82,446) $ — $ 10,474,311

FEWER THAN 12 MONTHS 12 MONTHS OR GREATER TOTAL

Estimated Unrealized Estimated Unrealized Estimated Unrealized
AT DECEMBER 31, 2016: Fair Value Loss Fair Value Loss Fair Value Loss

U.S. Treasury securities and obligations of U.S. Government 
and government agencies $ 5,611,482 $ (159,982) $ 2,723,925 $ (22,537) $ 8,335,407 $ (182,519)

Obligations of states, municipalities and political subdivisions 592,488 (30,067) — — 592,488 (30,067)

Asset-backed securities 443,275 (16,121) 943,539 (6,554) 1,386,814 (22,675)

Residential mortgage-backed securities — — 113,075 (12,089) 113,075 (12,089)

Corporate bonds 4,100,732 (85,449) 3,988,176 (51,730) 8,088,908 (137,179)

TOTAL DEBT SECURITIES $ 10,747,977 $ (291,619) $ 7,768,715 $ (92,910) $ 18,516,692 $ (384,529)

AT DECEMBER 31, 2015:

U.S. Treasury securities and obligations of U.S. Government 
and government agencies $ 5,113,125 $ (36,090) $ 627,876 $ (8,143) $ 5,741,001 $ (44,233)

Asset-backed securities 1,926,823 (26,708) 224,280 (669) 2,151,103 (27,377)

Residential mortgage-backed securities 97,827 (532) 75,915 (10,888) 173,742 (11,420)

Corporate bonds 6,004,782 (120,461) 3,671,551 (74,827) 9,676,333 (195,288)

TOTAL DEBT SECURITIES $ 13,142,557 $ (183,791) $ 4,599,622 $ (94,527) $ 17,742,179 $ (278,318)

COMMON TRUST FUNDS $ 3,529,933 $ (82,446) $ — $ — $ 3,529,933 $ (82,446)

Notes to the Consolidated Financial Statements

Note C— Investments (Continued)

The following tables show the estimated fair value and gross unrealized losses aggregated by investment category and length of time
securities have been in a continuous unrealized loss position:
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2016 2015

Cumulative credit loss, 
beginning of year $ 378,864 $ 163,441

Additions:

OTTI not previously recognized — 216,449

Reductions:

Securities sold, paid down 
or disposed (217,439) (1,026)

CUMULATIVE CREDIT LOSS, 
END OF YEAR $ 161,425 $ 378,864

Amortized Cost Estimated
(net OTTI) Fair Value

Due in one year or less $ 2,602,193 $ 2,522,993

Due after one year through five years 21,555,246 21,876,284

Due after five years through ten years 17,264,022 17,092,469

Due after ten years 1,288,811 1,251,521

SUBTOTAL 42,710,272 42,743,267

Asset and mortgage-backed securities 2,901,887 2,875,878

TOTAL DEBT SECURITIES $ 45,612,159 $ 45,619,145

INVESTMENT INCOME 2016 2015

Interest income $ 1,273,915 $ 1,178,911

Dividend income 6,012 3,187

Investment expenses (184,332) (181,058)

TOTAL INTEREST AND DIVIDENDS 1,095,595 1,001,040

REALIZED GAINS (LOSSES) 
ON SALES OF INVESTMENTS:

Gross realized gains on sales 757,687 674,956

Gross realized (losses) on sales (55,101) (61,509)

TOTAL NET REALIZED GAINS 702,586 613,447

OTTI not previously recognized — (216,449)

NET INVESTMENT GAINS $ 1,798,181 $ 1,398,038

The amortized cost adjusted for OTTI and estimated fair value of
debt securities by contractual maturity date at December 31, 2016
are shown below. Expected maturities may differ from contractual
maturities as borrowers may have the right to call or prepay
obligations without penalties.

Major components of net investment gains for the years ended
December 31, are summarized as follows:

At December 31, 2016 and 2015, approximately 89% and 88%,
respectively, of the unrealized gross losses were held with issuers
rated as investment grade by Moody’s Investors Service. At this
time based upon information currently available, TNCRRG has the
ability and it is TNCRRG’s intent to fully recover the principal, which
could require TNCRRG to hold these securities until their maturity;
therefore, TNCRRG considers the impairment to be temporary.
Although TNCRRG does not purchase non-investment grade
securities, at December 31, 2016 and 2015, approximately 15%
and 9%, respectively, of all debt securities held had credit ratings
below investment grade. Management recorded OTTI of $0 and
$216,449 on two securities during 2016 and 2015, respectively.
The remaining non-investment grade debt securities were not
deemed to be other-than-temporarily impaired because
management, in consultation with the investment manager, believes
that their fair values reflect systemic stress in the credit market
rather than fundamental weakness in the issuers. These securities
are current with respect to interest and principal payments.

The following represents the activity for credit losses recognized
in net loss on debt securities where an OTTI was identified and a
portion of OTTI was included in accumulated other comprehensive
income as of December 31:
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Note D—VIRTUS®

Taxes and operating costs may also be
assessed to the future minimum lease
payments listed above.

Lisle, Illinois Tulsa, Oklahoma

2017 $ 76,611 $ 16,950

2018 78,883 —

2019 81,246 —

2020 83,683 —

Thereafter 7,113 —

TOTAL $ 327,536 $ 16,950

Note F—Contingencies

TNCRRG is occasionally involved in
litigation related to its operations outside
the scope of its normal claims reserving
process. TNCRRG assesses potential
liabilities in connection with such litigation
under U.S. GAAP and accrues an
estimated liability for loss contingencies if
both of the following conditions are met: (a)
information available prior to issuance of the
financial statements indicates that it is
probable that a liability has been incurred
at the date of the financial statements, and
(b) the amount of loss can be reasonably
estimated. TNCRRG’s management does
not believe that the eventual resolution of
these actions is likely to have a material
adverse effect on TNCRRG’s financial
position or results of operations.

Note G—Lease Agreements

Office space in Lisle, Illinois is leased under
an operating agreement currently expiring
January 31, 2021. Rent expense for this
lease, including operating costs, amounted
to $122,249 and $89,810 for the years
ended December 31, 2016 and 2015,
respectively. 

Office space in Tulsa, Oklahoma is leased
under an operating agreement currently
expiring September 30, 2017. Rent expense
under this agreement was $23,088 and
$22,545 for the years ended December
31, 2016 and 2015, respectively.

Remaining future minimum lease payments
under the two noncancelable operating
lease agreements are as follows:

VIRTUS® is the brand name that identifies
best practice programs designed to help
prevent wrong-doing and promote positive
behavior primarily within religious
organizations. Initially, TNCRRG owned
intellectual property rights in and to the
VIRTUS® Programs, and its associated
products, programs and services. During
2004, TNCRRG assigned such ownership
to NCS. Sales outside of the Catholic
Church community are handled by NCS
Risk Services.

Earned income related to the sales of
VIRTUS Programs products, programs 
and services amounted to $1,498,817 
and $1,473,538 in 2016 and 2015,
respectively. Additionally, NCS paid
expenses relating to the VIRTUS Programs
of $1,206,632 and $1,459,558 for 2016
and 2015, respectively. 

Note E—Federal Income Taxes

TNCRRG and NCS are exempt from
federal income taxes under Section
501(c)(3) of the Internal Revenue Code.
Management has concluded that TNCRRG
has properly maintained its exempt status,
and has not taken any uncertain tax
positions which would jeopardize this status.
Effective August 16, 2010, NCS Risk
Services has elected to be taxed as a
corporation on the VIRTUS® Programs
products sold outside the Catholic Church
community. The provision for income tax
expense for NCS Risk Services is not
significant. 
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In accordance with the insurance laws of the
State of Vermont, TNCRRG is required to
prepare its consolidated financial statements
on the basis of U.S. GAAP, with the
exception of variances prescribed by
Vermont laws and regulations or permitted
by the Vermont Department of Financial
Regulation (the Department). The Vermont
captive insurance statutes require that
$1,000,000 be maintained in unimpaired
shareholders’ equity. For regulatory purposes,
shareholders’ equity totaled $15,456,499
and $13,081,225 at December 31, 2016
and 2015, respectively.

TNCRRG issues two classes of capital
stock, Class A and Class B. Each
shareholder owns only one share of Class
A stock, which has voting privileges, and the
appropriate number of non-voting Class B
shares to provide ownership interest in
proportion to the amount of capital
contributed and the amount of premiums
paid by each insured. TNCRRG currently
calculates book value per share (as shown
on the statement of changes in shareholders’
equity) as total shareholders’ equity less
Class A shares at par, divided by the total
number of Class B shares outstanding.
Additionally, effective on September 1, 2007,
each new shareholder is required to
contribute the greater of 10% of its first-
year premium or the amount necessary to
purchase one full Class A and one full Class
B share.

In certain prior years, policyholder dividends
were distributed in the form of additional
shares of Class B stock. In shareholders’
equity, for presentation purposes, additional
paid-in capital resulting from these

policyholder dividend transactions has been
separated from other additional paid-in
capital. There were no share based dividend
distributions during 2016 and 2015.

Pursuant to the terms of the participation
agreement, a withdrawing shareholder shall,
on the effective date of the withdrawal, tender
for purchase by TNCRRG the share of Class
A stock held by the shareholder. In addition,
at the earlier of (a) five years after the effective
date of withdrawal, or (b) on the date on
which TNCRRG’s actuary certifies that the
covered claims of the withdrawing
shareholder are closed (the closing date),
the withdrawing shareholder shall tender for
purchase by TNCRRG the shares of Class
B stock held by the shareholder. Any
disbursement to the shareholder is subject
to approval by the Department. Withdrawing
shareholders’ Class B shares will remain in
shareholders’ equity until the closing date
since distributions require approval from the
Board of Directors. 

Two shareholders withdrew from TNCRRG
in 2016 and two shareholders withdrew in
2015. During 2016, one shareholder who
withdrew was not a member for more than
three years, so Class A and B Stock was
forfeited in 2016 with no future payment.
During 2016, TNCRRG returned capital of
$72,081 to two shareholders that withdrew
during 2011. During 2015, TNCRRG
returned capital of $22,911 to seven
shareholders that withdrew during 2010.
As a result of prior withdrawals, TNCRRG
estimated a remaining payable to
withdrawing shareholders of $381,873 and
$401,142 at December 31, 2016 and
2015, respectively, which represents the

value of Class B shares held by withdrawing
shareholders. Due to restrictions on
repayment of Class B shares as previously
discussed, these amounts are not accrued
for in the consolidated balance sheets.

As part of regulatory filings, TNCRRG is
required to disclose its risk-based capital
(RBC) requirements. The NAIC develops
the RBC program to enable regulators to
take appropriate and timely regulatory
actions. RBC is a series of dynamic surplus-
related formulas that contain a variety of
factors that are applied to financial balances
based on a degree of certain risks, such 
as asset, credit and underwriting risks. 
At December 31, 2016 and 2015,
TNCRRG’s statutory capital and surplus
was at the Company Action Level, which
required TNCRRG to file a plan with the
insurance commissioner that explained its
financial condition and how it proposed to
correct its deficiency. A letter explaining the
circumstances of the deficiency was filed
with the Department on April 4, 2016 and
the Department is not requiring an additional
plan for the year ended December 31,
2016.

There are no differences, other than
rounding, between net income (loss) and
capital and surplus as reported in the 2016
and 2015 NAIC Annual Statements and
the corresponding amounts reported in
these financial statements.

Note H— Shareholders’ Equity
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