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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

ASSETS

Current Statement Date

Assels

2

Nonadmitted
Assets

3
Net Admitted
Assets {Col, 1
minus Col, 2)

Decernber 31
Prior Year Net
Adrritted Assets

1.
8.1
8.2
19,
2.
21
2
3.
24,
5.
2.

2.
8.

Stocks:
2.1 Preferred stocks
2.2 Common stocks

Martgage loans on reai estate;

3.1 Firstliens

Real estate:

4.1 Properties oceupied by the company {less$ ................. encumbrances)

4.2 Properties held for the production of income (less$ ................. encumbrances)

4.3 Properties held for sale {less §

Cash{§...... 1,553,866 ), cash equivalents ($
and short-term investments {$ 1,268,952 )

Cantract loans {incluing §
Derivatives

Receivables for securities

Securities lending reinvested coliateral assets

Aggregate write-ins for vested 85B1S .. ... i

Subtetals, cash and invested assets {Line 1to Line 11)

Title plants less $

.................. charged off (for Title instirers only)

Investment income due and accrued

Premiums and considerations:

15.1 Uncoliected premiums and agents' betances in the corse of collettion

18,2 Deferred premiums, agents' balances and instalments booked but deferred and ot vet due
{inchuding$ ................. earned but unbilled pramiums)

16,3 Accrued retrospective premivms

Reihsurance;

16.1 Amounts recaverable from relnsurers

16,2 Funds held by or deposited with reinsured companies

18.3  Cther amounts receivable under reinsurance contracls

Amounts receivable relating to uninsured plans

Current federal and foreigh income tax recaverable and interast thereon

Net deferred tax asset

Guaranty funds receivable or on deposit

Electronic date processing equipment and software

Furniture and equipment, including health care delivery assets (§ ...l | TSRO

Net adjustment in assets and liabilities due to foreign exchanga rates
Receivables from parent, subsidiaries and affiliates

Health care (§

Aggregate write-ins for other than invested assets

Total assets excluding Separate Acoounts, Segregated Accounts and Protected Cell Accounts (Line 12 to Line 25)

From Separate Accounts, Segregated Accounts and Protected Cell Accounts
Totals {Line 26 and Line 27)

7,705,625
56,210,054

5,826,448
41,458,524

9,703,952

10,299,868

1,877,686
16,773,269

DETAILS OF WRITE-INS

103,
1188,
1189,

Sommary of remaining Write-ns fo Line *1 from overfiow page ...
Totals (Line 1001 through Line 1103 plus Line 1198) (Line 11 above)

2501,
2502,
2508,
2398,
2598,

Wiscellaneous ReCeivable .................coooiiiiiiniiiirorie it
Advance Policy Surcharges Pd ..
AssesSmENt RBCEIVABIR ... ... uu it it e e e
Summary of remaining write-ins for Line 25 from overfiow page
Totals {Line 2501 through Line 2503 plus Line 2598) {Line 25 above)

......... 210,584
....... 5,615,854

oens 1,877,886




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .-

LIABILITIES, SURPLUS AND OTHER FUNDS

IN CONSERVATION

1. Losses {curent accidentyear 3 .................. PO ITPUT PR
2. Reinsurance payable on pait 1055es and [08s A s tment BXDanSES .. ..\ e e e e e e s
L1055 AIUSIMEIE EXDBASES . . +1 v evvess ettt vt vt et et e et s s s e st e et e st et et e e e e b e b e e b n e e e et et e et an et s
Commissicns payable, contingent commissions and other SIMIIEY EREIES ... ..\ iuu it it sttt et e eb e ta e st e e ans
Other expenses {excluding taxes, IEBNSES BN TEBS) . . ... .\ttt et e aaa
Taxes, licanses and fees (excluding federal and foreign ICOMETEXES]. . ..\ iiveiir ittt

Current federal and foreign income taxes {including $

oo

Net deferred tax Fability

Barrawed maney §

b - o B o d

Unearned premiums {after deducting unearned premiurns for ceded reinsurance of §
reserves of§ ... and accrued accident and heatth experience rating refunds including $............0....
medical loss ratio rehate per the Public Health Servioa ACl) ... ..o ve i iiiier i e e

AGVENCE DB ... oot eece sy e e cre s ee et e rasesrres ner s es e s ee st se s ba e et s et s e st e b At e b da et b e e et e e s eee e eeaas
Dividends declared and unpaid:

11,1 Stockholders
1.2 Poligyholders
Ceded reinsurance premiums payable {net of ceding commissions)
Funds held by company Under reinsUranCe TBaIES ..o ettt ittt e e e e et e a et eeaeb e e
Amounts withheld or retained by company for acsount of others

Remittances and items not allocated

Provision for reinsurance

Net adjustments in assets and febilities due to foreign exchange rates

Drafts QUESIANEING . .11ttt h et e et e e e e et e et e e ey e ey e

Payable to parent, subsidiaries and affiliates

Derivatives

Pavable for securities

Payable for securities lending

Ligbility for amounts beld under uningured plans
Capitainotes$ .......ocevrenne.
Agaregate write-ins for iabllities
Total [abiities excluding protected el liabilities (Line 1 through Line 25)
Protected eall TIDIIOS . ..o e
Total liabifties (Line 26 and Line 27)

Aggregate write-ins for Special SUPIIS UGS ... ... vrusierr ettt e s s e ettt a et
Comman GAPHAISOTK. . ... oo vt e st r e s e e et a et e e ot et b s e nnaeas
Prefermed CADEAISIOK . ... ettt ettt e e et e e e et et b
Aggregate write-ins for other than Special SUTPIUS TUIS .. ..o\ ir et rr s s e e e s e s s a et
e o SO R U U U O TP PSPI
Gross paid In and contrBUE SUIDIUS. . ... ... et et et e a et
Unassigned fUNOS [SUTPILS) ... .o eve s et eee et et et e e e e e et et et et e e ins
Less treasury stoek, at cost;

3.1 shares commen {value includedinLine 308 ................. d e e e e

shares preferred {valug included inLine 31§ ................. U U N OO T PP ORI

37, Surplus as regards policyholders {Line 28 throtgh Line 35, less LIt 3B) ......uuviviviinieicnnii i e e

Surplus as regards policyholders (Line 28 through Line 35, less Line 36)

38.  Totals {Page 2, Line 28, Column &)

1 2
Current December 31,
Statement Date Prior Year
......... 838,532 (....... 2,223,507
......... 131,35 [......... 131,358

48,950,000
(36,178,434)

DETAILS OF WRITE-NS
250; L Escheablefunds,.............

2503 o
2598. Summary of remaining ins for Line 25 from overfiow pag
2589. Totals {Line 2501 through Line 2503 plus Line 2598) (Line 25 abuve]

2998, Summary of remaining write-ins for Line 2 from overflowpage ...................oLL
2099, Totals {Line 2801 through Ling 2603 plus Line 2988) (Line 29above)

3203
3298. Summery of remaining write-ins for Line 32 from overflow £ag8 ... vveiv e
3299, Totals {Line 3201 throtigh Line 2203 plus Line 3298) (Line 32 above)




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .~ IN CONSERVATION

STATEMENT OF INCOME

1 2 3
Current Year Prior Year Prior Year Ended
fo Date 1o Date December 31
UNDERWRITING INCOME
1. Premiums earmed:
1.1 Direct (witten$ ...l J e e b e b [ 3,281,018 |..... 31,369,443
1.2 AssUmed (WTHEN G . e ] e e et a e e e e [ 4,048,336 |...... 4,046,336
1.3 Caded (WIHEN S L. e et e s ne e cs e earae v er e r et eniee s 7,382,171 |...... 7,512,008
1.4 Net{written$.................. PO ST P TP PO PR COPEPUSURSRUE IPRRRURSRIN IUOPN 7,885,184 ... 27,903,71
DEDUCTIONS:
2. Lossesincurred (current accident vear$............ ..., B
P T TR PP R ET TP TPTTEUTRUVURUUURRUTY IURURPURPRURUUIRY I 16,618,712 [..... 16,791,787
2.2 ASSUMED. ...t . 2,298,771 . 2,281,188
2.3 Geded....oovvvvnieiinnin, L. 904,998 ... S04
B P OO P S S P R PR T OSSOSO UORUPUURTITRNY IUNTRTORRORROR IOt 18,072,414 18,167,876
3. Lossadjustment eXpensesineUmed ... ... . rs it in e ersenneees | 7,180,445 1...... 5,697, 90%
4. Other underwriting BXPENSES INCUITEY L. ...\ v iieiissieneerreere s e e es s ee et e cacete s vesnrersannanennsetasrenseiness |oreeesee 856,684 |..... 2472190 |..... 24,503,946
5. Agoregate write-ns for underwriting dedUBtionS. . .......oot ittt it et a i e baietr e e 28,500,000 |..... 28,500,000
§. Total underwriting deductions {Line 2 through Li B OO P U U OTPEPTSURSE IO 855,684 1..... 76,224,769 |..... 78,359,631
7. Netineome of protacted C25. .. ..uueiiis it ittt et aa et r et rbeses bt et e e
8. Netunderwriting gain {loss) (Line 1 minus LIne B IS LINE 7). .oevtvevvi it ee e Lo e (866,604} |.... (48,379,585)|.... (50,456,060)
INVESTMENT INCOME
9. NetinveStment MEOME BAMEN .....oeviereeseree et ee et et er e e s e s terereerettestrrisat et ntssesessssessrcararcanat] o eeens 159,236 |...... 2,476,866 |...... 2,318,876
10, Net realized capital gains {losses) less cailal GaIS B OF S, ... .ovvviis e st tes et et ereeneeeeeenenereneneeeeenes ereeeneenvenniins s 3,923,578 |...... 3,808,710
1. Net investment gait (loss) (Line SIS LG 10) .. .eeeevin et ir e e er e st et e e ierieeieneaes e eaenns 159,23 |...... 6,410,444 |...... 6,128,586
OTHER INCOME
12. Netgain or {loss) from agents’ or premium batances charged off (amount recoverel$ ..o vvviineeinnin.
amotnteharged Off § ... s (1,696,081) [..... (2,525,208}
13, Finance and service charges NOt MCIITBE I PIEINS . .. ....ovvurerosiiinsiceiareieesnieseetees et ceeeectnennsensnnssnns [oorsiesissaseranee [ereasesinnesemnnee fonsemseimeseeneson
14, Aggregate write-ins for MISCRANEOUS MCOME. ... euue.iiitireisceierieeesies e ees e e ea e s s eaeeneneenenneaennernns|oreiens, 298,080 | .. 27752 0., 1,029,304
15, Total other income {Uine 12throUgh LINE T4 . ...oeiein e et e e et e e (1,418,339 ... {1,495,814)
16, Net income before dividends to policyholders, after cagital gains tax and before all other federal and
foreign income taxes (Line 8 plus Ling 41 PIUS LIS 18], ..o vivvie s et eeieeeee et enee e eee e e e reaeenneneereererennes Learrns (398,418)|.... (43,337,480} |.... (45,822,288)
17, Dividendsto PolIGYIOIIEIS ...t it e e aee e e e ts et e s reraannseergnae e [oaiaionrertreniens|oeriee e e e
18, Netincome, after dividends to pollcyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 1B minUS LIng 17, ..ottt ies ettt (43,337,480 [.... (45,822,288
18, Federal and foreign incorme axes Ineurred ...vvisiceiveneennnns (2,118,081) |..... (2,051,383
0. Netincome (Line 18 minus Line 19) (o Line 22) ... iiiuiviiie et (399,418} |.... (41,218,398} ).... {48,770,905)
CAPITAL AND SURPLUS ACCOUNT
21, Surplus as regards policyholders, December 31PrOrYEar......o.evvvivriiet e er e e e en e | 13,771,507 1..... 57,841,604 1.,... 57,941,604
22, Netineome (romUNB 20} .......ooiiiiii et ettt e e e e et e e e r st rns . (41,218,389) |.... {43,770,905)
23, Nettransfers {to) from Protected Gel8000UNIS. . ... ieeiviven e iet it e cerrsvnrereerrns e reressanenrerencancnseesrmnnerenssros]oreeesieee e o
24, Change in net unrealized capital gains or {losses} less capital gains TaX0FS .....viivvrsiie e cere e e e
25, Change In net unrealized foreign exchange capital 63N {10851, ... . vvvuivs i e ce oo e et ee et ee et e es s e erereeresaennnas s eieee e
26, Change innet defermed INCOMELAX. ... .\ esiisesiessiriie s ireeieeeeereeesereereneeererraneersssessnnrereseriinseessis e 4,765,526
27, Changein nonadmiBd 888818 ......uutie ittt e et seai s ereaet e e ee e ereerree e (7,483,565} |.....
28, Change in provision fOr TEIMSUFANIOR .. ... .. iesivserrsreraesties st tsiss st treeeeseeseseeeesee et s reeeanaeeeeessslorriiieeiesen | eerenn, 825,487
20, Changein SUDIISIES . .. ..oiivivriiiessireiiiic et eteees e e s eeeeeeeeeeemsnene s ee e e e e rereeeenersersosseesissesses s eeiiiii o
30, Surplus {contributed to} withdrawn fromprotected alls. ... ......eoiiiii it e e eeei [ e |
31, Curnulative effect of changes in 30CoUnting PNEIDIES . ...\ ve et iire ettt e e e e oo r e e e
32, Capital changes:
BT PAI . L s e et
32.2 Trensferred from strplus {Stock Divident!)
323 TTaNSEITBI IO SUMDIUS. .ot v vttt s e ket ettt e e e st e ettt e e
33, Surplus adjustments:
PAITIN . etttk b it et e e ettt e
33.2 Transferred 1o capital (Stock Dividend)
33.3 Transfermed fTom CaPHAL ... ouv e eiss ettt et e et a s e
34, Net remittances fromor (f) Home OfCe. ...t e en e eee e reeeeeeeeresererienssnes i Forerniiieeenni o
35, Dividends tostackholders................ccooin. (33,0000 (........
3B, ChaNgE I ITEABUY SI00K ...ttt e e e e e et ee e e e e eraes i e ese s e e aeeaeastaiaecnmne e rneeneneeneneneersleriiiiirerenrenses Lo !
37, Aggregate write-ins for gains and 0sSeS IR SIS ... oovviiiii ittt e e s ee s e e e oo o
38, Change in surplus as regards policyholders (Line 22through Ling 371 .. ... it (399,418) [.... (43,140,841)(.... {44,170,097)
39, Surplys as regards policyholders, as of statement date {Line 21 pRSLINE38) .. vvvve s ver e eeeeir e [ 13,372,089 |,.... 14,800,863 |..... 13,771,507
DETAILS OF WRITENS
ggg; . Additional Payment on Novated Loss Reserves
0503

402
S S SO SRS R PRSP SRR
1498, Summary of remaining write-ins for Line 14rom avarfiow D308 ... i e e e
1499, TOTALS {Line 1401 through Line 1403 plus Line 1498} (Line 14 above)




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

CASH FLOW
1 2 3
Current Year Prior Year Prior Year Ended
To Date To Date December 31
Cash from Operations
1. Premiums collected et OF FEINSUMBNCE .. .vvevsivsisierertierrirreceenseeteniaserernennennenannnnnssscrsanienssners| vovernennrsesnnnrriersss|oennervornon 2,608,234 [............. 21,816,821
2, Netinvestment income W22 | 4,908,757 |.0vuvicninnane 5,435,613
3, Miscellaneous income 08,08 [............. (1,418,388 |..0veeee. {1,495,844)
4, Total (Line THIOUGNLINE B) .. uruurerierenrrrrerrarereere s gaterenametacranenencan e neneeineentenennea e enanein] aeeraianaenas 40,241 ... 25,096,852 [............. 25,556,620
5, Benefit and Ioss refated PAYMENLS .........iiiee it s
6. Net transfers to Separate Accounts, Segregated Accounts and Protectsd Cell Accounts
7. Commissions, expenses paid and aggregate write-ins for deductions
. Dividends paid 10 POHGYROIIES ... .. vevviiri s er e e e s et et e e e et e et e e
9. Federal and foreign Income taxes paid (recovered) netof$ ..................
10, Total {Line Sthrough LINeS) ... ovri s e e nne e a s | e 2,461,040 |...cooninns 290,828,943 | 235,325,703
11, Net cash from operations (LI 4 minus LINE 1T} vovvvniin i cer e ans | cerrieaan (1,871,388)[........... 208,732,280 (........... {209,768, 083)

Cash from Investments

12, Proceeds from investments sold, matured or repaid:
B20d BOMES -1 utiis ettt et et e e s s ] tabebeeeeaa ma 264,124,934 |l 264,775,570

125 ORher TWESIEI BSSES 1 vvvverviieesseosierr o ers e
12.6 Netgains or (losses) on cash,
12,7 MISCRIANEOUS PIOCEEAS ... ve v evierrnrnenserrntoetnentnscenaats b e st e e e ee et eaaeerenaetee i nan e | eete e eanerass T V28

12.8 Total investment proceeds (Line 12.1through Ling 12.7) ....oeveieiieie i | e, AN [ 24,557,648 |......eeel. 264,775,570
13, Cost of investmants aequired {leng-term only):
3.1 Bonds

13,2 BH0CKS L. e
13.3 Morlgageloans ........oo.ooiiiiiini
134 Reglestate. oo,
13.5 Otherinvestedassets ........oovieiiiiiiieiiinienne
13.6 Miscellaneous applications ........oeiricii e e

13.7 Total investments acquired (Line 13,1 through Ling 13.6)

14, Netincrease or (decrease) in contract leans and premium notes

15. Net cash from investments {Line 12.8 minus Line 13.7minus Line 143 ..o i in | s ST5,783 |.ooiiine BB | 280,847,883

Cash from Finanging and Miscellaneous Soigces

16. Cash provided {applied):
16,1 Surplus notes, capal notes ..........ooiiiiiiii | e [
16,2 Capital and paid in surplus, less freasury stock
16.3 Borrowed funds .....ovvviiiinii e
16.4 Net deposits on deposit-type co

1.5 Dividends o stockhclders ... SR RO 3,000 |, 5000
8.5 Other gash providad JaDBTRE) ... oo e | (49,669,708 | 52,631,610

17, Met cash from financing and miscellaneous sowrees {Ling 16.1 through Line 16.4 minus Line 16.5plus Line 16.6) ..............f oeeeienints GTE0 |............ (50,002,408} {............ {52,664,610)

RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

18. Netchange in cash, cash equivaients and short-term investments (Line 11 plus Line 18 plus Ling 17) ......ooovvinnne | v, (758,008} ............ (1,00,178) .o (11,585,810)
19. Cash, cash equivelents and shart-term investments:
191 BOgIMING OF YBEE .. oot iee ettt st e en s aen e et e e e n et r b a et a b aneanansa b s anenaas | crniiniaiin 3,800,844 [............. 15,186,654 |......o..lil 15,186,654
19.2 End of period (Line 18P LINB 15.1) 1.uirnt v e e | e 2842888 [.............. 4148 | 3,600,844

Nete: Supplemental disclosures of cash flow information for non-cash transactions:




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

Note 1 — Summary of Significant Acconnting Policies

On April 21, 2011, an Order appointing Conservator and Restraining Orders (“Conservation Order™) was
entered by the Superior Court of the State of California with respect to Majestic Insurance Company, 2
California Corporation. The California Department of Insurance (CDI) conducted an examination of Majestic
for the period January 1, 2005 through December 31, 2010. CDI found Majestic’s recorded loss and loss
adjustment expense reserves to be deficient by approximately $40.9 million. Also, due to the increase in
reserves, a premium deficiency reserve was required in the amount of $5.5 million. After these examination
adjustments, Majestic’s Risk-Based Capital (RBC) fell within the Mandatory Control Level RBC. The CDI
Examination determined that Majestic was operating in a hazardous financial condition in accordance with
California Insurance Code Section (CICS) 1011(d). These findings were incorperated into the Commissioner’s
application for the Conservation Order.

The Commissioner of Insurance was appointed as Conservator of Majestic and directed to conduct the business
of Majestic. The Conservator is authorized, in his discretion, to operate the business of Majestic, or so much
of the business as he deems appropriate, and to pay or defer payment of some or zll proper claims, expenses,
liabilities and obligations of Majestic, in whole or in part, aceruing prior or subsequent to his appointment.

The Conservator continued to operate Majestic's business in substantially the manner the company was
operating prior to conservation, solely for the purpose of preserving Majestic’s business assets and
going-concern value in order to facilitate 2 Plan of Rehabilitation for Majestic (the “Plan™).

Immediately after the entry of the Conservation Qrder, the Conservator filed a motion seeking court approval
of the Plan. Court approval of the Plan was granted on June 2, 2011 and the transactions contemplated by the
Plan closed on July 1, 2011. The Plan provided for the assumption of 100% of Majestic’s workers’
compensation claim liabilities by an A-rated insurance company affiliate of AmTrust North America, Inc.
(“AmTrust™) via a Loss Portfolio Transfer and Quota Share Reinsurance Agreement (the “Reinsurance
Agreement”). Under the Reinsurance Agreement, AmTrust (through an insurance company affiliate,
Technology Insurance Company) has assumed the majority of Majestic’s assets and liabilities relating to its
workers’ compensation business. Majestic’s in-force policies and expired policies with reported claims have
been novated to Technology Insurance Company. The Reinsurance Agreement also provides that all
reinsurance contracts providing coverage for the business written by Majestic shall inure to the benefit of
AmTrust.

The accompanying financial statements reflect the financial effect of the Reinsurance Agreement, resulting
with Majestic having no insurance related liabilities subsequent to May 30, 2011. The Conservator continues to
investigate and seek supporting documentation for remaining general ledger balances. Such investigations may
lead to material changes to the balance sheet as presented in this filine. The Conservator will disclose the
results of his investigation in subsequent quarterly filings as this information becomes available and can be
substantiated.

Accounting Practices

No change

Use of Estimates in the Preparation of the Financial Statements

No change

Accounting Policies

No change

Note 2 — Accounting Changes and Correction of Errors

Al

Accounting Changes Other Than Codification and Correction of Errors

Not applicable

Note 3 — Business Combinations and Gooedwill

A.

Statutory Purchase Method

Not applicable

Statutory Mergers

Not applicable

Writedowns for Impairment of Investments in Affiliates

Not Applicable




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

Note 4 — Discontinued Operations

Not Applicable

Note 5 — Investments

A.

Mortgage Loans

Not applicable

Troubled Debt Restructuring for Creditors

Not applicable

Reverse Mortgages

Not applicable

Loan-Backed Securities

Not applicable

Repurchase Agreements and/or Securities Lending Transactions
Not applicable

‘Write downs for Impairments of Real Estate, Real Estate sales, Retail Land Sales Operations and Real Estate
with Participating Mortgage Loan Features

Not applicable
Low Income Housing Tax Credits

Not applicable

Note 6 — Joint Ventures, Partnerships and Limited Liability Companies

Al

Detail for Those Greater than 10% of Admitted Assets
Not applicable
Writedowns for Impairment of Joint Ventures, Partnerships and LLCs.

Not applicable

Note 7 — Investment Tncome

Al

Accrued Investment Income

The Company does not admit investment income due and accrued if amounts are over 90 days past due (180
days for mortgage loans).

Amount Nonadmitted

Not applicable

Note 8 — Derivative [nstruments

Not Applicable

Note 9 — Income Taxes

A. Components of Deferred Tax Assets (DTAs}) and Deferred Tax Liabilities (DTLs):

The Company recognizes deferred tax assets (DTA’s™) and liabilities (“"DTL’s”)} for the future tax
consequences related to differences between the financial statement carrying amounts of existing assets and
liabilities and permitted tax basis amoumnts. The Amount of net DTA’’s that may be reported in the financial
statements is subject to admissibility tests established by Statutory Accounting Principles (SAP) and relates to
the Company’s ability to realize the future benefit resulting from the net DTA. Amounts in excess of the
statutory limitations are treated as non-admitted assets and charged directly to Policyholders® Surplus. Based
upon the guidance provided by SAP, limitations on business strategy assumptions that may be realized in the
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firture as stand alone tax payer and as a member of a consolidated group filing Federal Income Taxes under 2
Tax Sharing Agreement, the Company could not satisfactorily conclude that any amount of the DTA could be
recovered in the time frames established by SAP and has therefore recognized the entire net DTA of
$35,632,076 as a Statutory Valuation Allowance and no admitted DTA was recognized as of June 30, 2012,

As of June. 30,2012 ; As of Dec. 31, 2011
: Ordinary Capital Total Ordinary . Capital Total
‘Gross Deferred tax asssets:
Discounting of unpaid losses and LAE 4 - $ - $ - 3 - $ -
Change in uneamed premium reserve - - : - -
Nonadmited assets 2,188,924 2188924 © 2265381 2,265,381
Compensation benefitand other aceruals 223,583 5 223,583 - 12,339 12,338
Netoperating loss ("NOL") carry-forward 33,219,569 33,219,569 | 33,077,008 © 33,077,008
Others : - - 48813 48813
. Investments - . - . 154888 ¢ 155:  154.843
:Gross deferred taxassets ' 35,832,076 - 35,632,076 .~ 35,558,229 ¢ 165 : 35,558,38{__
‘Statutory valuation allowarice ("VAT) 35632076 - . 35532076 35508817 @ 155 35506972
Adjusted gross deferred tax assets ) - - - : 51412 - - 51412
Nenadmitted : - : - - -
Admitted deferred taxassets - . . 51412 - . 51412
Deferred tax liabiliies: - i ' -
Investments - - - -
IRC 481 adjustment - - - -
- Accrued premium acquisition expense - : - : - -
: Bond market discount - - - 11,207 11,207
Fixed assets - - 40,205 40,205
Deferred tax liabilities: - - - 51,412 - - 51,412
Netdeferred tax asset admitted - $ - 8 - 3 - % - 5 - % -

Unrecognized DTLs
Not Applicabie
Current Tax and Change in Deferred Tax.

The net change in the deferred income taxes is related to the net cost of the conservation efforts for the period
ended June 30, 2012.

As of June. 30, As of Dec. 31,

2012 2011
'Federal income tax expense (benefit) on ordinary income (142,561) § (22,294,381)
Federal income taxes (benefit) on net capital gains 2,051,383
Federal income taxes (benefit) on Extraordinary Ttem (3,036,121}
Current income tax meurred prior to NOL adjustment (142,561) (23,279,619).
‘Change to NOL tax carry forward benefit 142,561

Federal Income tax (benefit) expense (allowed by tax carryback)

$

23,279,619

The change in net deferred income taxes is comprised of the following: (this analysis is exclusive of
nonadmitted assets as the Change in Nonadmitted Assets is reported separately from the Change in Net
Deferred Income Taxes in the surplus section of the Annual Statement).
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| hsofdune.0,2012 B " hsofDec.31,2011 B
Ordinary Capital i Totel ! Ordinary : Capltal : Total Change

Gross deferred tax assets before NOL& VA~ °5 2412507 $ - I8 2A12507 | 2481221:% 156:§ 2481376 |5 (68,269)
NOL canmy forward B o 33,219,868 i 33,219,569 i 38,077,008 1 - 83,077,008 142 581
‘Adjusted gross deferred tax assets before VA 3paz u'.'s____ « | 35602076 - 35558228° 155 355583840  73.69%
Gross deferref_:_l_tg_g_habl[ltles - - 51412 - 51,412 (51,412)

Net deferred tax assets (Ilablhtles) before VA | § 35632076 § - 1% 35832076 $ 35506817!3% 155135 35506872 § 125,104
Tax on change in unrealized gains
“Tax on change on deferred tax on operations (17 ,457)
‘Tax on ¢change on NOL carryforward on operations 142,562
Gross deferred tax change on operations S F T Rl 128105

D. Reconciliation of Federal Income Tax Rate to Actual Effective Rate.
The provision for federal and foreign income taxes incurred is different from that which would be obtained by
applying the statutory federal income tax rate to income before taxes. The significant items causing this
difference are as follows:
: As of June. 30, As of Dec 31 Effcetive

Provision computed at statatory rate $  (139,796) § (15319.817) 35.0%
Tax exempt mcome deduction (3,228) (27,662) 0.8%
Dividend deduction O S __
Non-deductible cxpenscs - 17,5 0.0%
Book over tax reserve - (6,071,274) 0.0%
Unearned premium (net of Sec 481 PAC adpstment) ot K103923T) 0.0%
Cumulative effect of change i accounting method - (261,161) 0.0%
Impairment write down on lease - ‘ 464 . 37388 0.1%
:Other 1 (615426) 0.0%-
Total statutory income tax expense on operations before NOL Lo (142,559) | (23279,619) - 35.T%
-Losses utilized by consolidated affiliates - ndirect & rate difference :
:NOL Tax Benefit carryforward ‘ 142,559 23279619 - -35.7%
‘Total statutory income tax expense on operauons : - - 0.0%

E. Operating Loss and Tax Credit Carry forwards and Protective Tax Deposits

The Company incurred a tax basis net operating loss (“NOL™) of $399,418 during the six month period ended
June 30, 2012, The Company also has available NOL carry forwards from prior years of $96,092,725.

Prior to 2009, the Internal Revenue Code limited the carry back of current year NOL to the three prier years.
The Code was changed in 2009 and an entity may carry back net operating losses five years. This permitted the
Company to recover taxes paid the IRS prior to acquisition of EIH by Majestic Capital Ltd (“Capital™)
formerly CRM Holdings Ltd and Majestic USA Capital, Inc. (“MUSAC”) formerly CRM USA Holdings, Inc.
A certain amount of taxes paid by the Company since the acquisition were off set by the net tax benefit the
combined group received from the NOL’s of certain affiliates and the tax sharing agreement between CRM
USA and affiliated companies limited the amount NOL carry back afforded Majestic. Following is a surnmary
of the amount of NOL available for offset against future taxable income.

. Net Operating Loss TaxBenefit

NOL Canryforwards expiring on or before 12/31/2029: § 4,604,244y 1,485,210
¢ NOL Carryforwards expiring on or before 12/31/2030, (24,575,866) 8,657,960!
- NOL Carryforwards expiring on or before 12/31/2050: (66,513,197): 23.279,622:
- NOL Carryforwards expiring on or before 12/31/2031: (399.418) 135,796

‘5 (96,092.725): § 33,562,588

F. Conselidated Federal Income Tax Return
(1) The Company’s federal income tax return is consolidated with the following entity:
Embarcadero Insurance Holdings, Inc and MUSAC.

(2) The Company participates in a Tax Allocation Agreement with MUSAC. and its subsidiaries. {collectively
“MUSAC™). Pursuant to this agreement the Company and MUSAC will report and pay federal, state and
local income taxes on a consolidated basis. Each subsidiary will pay to MUSAC their pro rata share of the
consolidated tax liability based upon the subsidiary’s contribution to taxable income. The Company’s
obligation to pay any obligation under the Tax Allocation Agreement is subject to the provision of the
Plan, and may be deferred in the discretion of the Conservator in order to ensure equity among and proper
treatment of the Company’s creditors. The Company and any of its affiliates may recoup federal taxes
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paid in prior years in the event of future net losses, or net losses carried forward to future net income
subject to federal income taxes.

Note 10 — Information Concerning Parent. Subsidiaries and A ffiliates

A. Nature of Relationships

The Company is 2 wholly owned subsidiary of Embarcadero Insurance Holdings, Inc. (EIH); a California
domiciled insurance company. On November 13, 2006, EIH was 100% purchased through a Stock Purchase
Agreement by CRM Holdings, Ltd. (“*CRMH”) and its wholly owned subsidiary, CRM USA Holdings, Inc.
The transaction was approved by the California Department of Insurance on November 3, 2006 and completed
on November 14, 2006. Subsequent to the consummation of the acquisition, EIH became a wholly-owned
subsidiary of CRM USA Holding, Inc. On May 6, 2010, CRM Holdings, Ltd. changed its name to Majestic
Capital Ltd. (“Capital™). At the same time CRM USA Heldings, Inc. a wholly owned subsidiary, changed its
name to Majestic USA Capital, Inc (“MUSAC™).

As described in Note 1, the Company is under the control of and its business is being conducted by the
California Insurance Commissioner, acting in his capacity as statutory conservator under the Conservation
Order.
On April 29, 2011, Capital and its subsidiaries exclusive of Majestic, filed petitions for relief (collectively, the
“Filing”) under Chapter 11 of the United States Bankruptoy Code. This Filing had no effect on the Plan or the
agreement between Majestic and AmTrust.

B. Detail of Transactions Greater than 1% of Admitted Assets

All assets, liabilities and future benefits relating to reinsurance contracts with affiliates have been transferred to
Amtrust/ Technology Insurance Company as of June 1, 2011, See Note 1.

C. Change in Terms of Intercompany Arrangements
No change subsequent to last report date.

D. Amounts Due to or From Related Parties

Amounts due (To) From Affiliates June 30.2012
Affiliate Amount
Twin Bridges ($79,805)
CRMH -
CRM USA -
Net Due Affiliates {79.805)

The amount due Twin Bridges represents interest accrued on the funds withheld under the reinsurance
agreements through May 31, 2011.

E. Guarantees or Contingencies for Related Parties
Not applicable

F. Management, Service Contracts, Cost Sharing Agreements
On November 6, 2007, the Company entered into an Administrative Services Agreement with MUSAC,
effective January 1, 2008, pursuant to which MUSAC will perform or arrange various administrative services
for the Company, including but not [imited to, information systems, ¢laims adjusting, loss control, and
accounting and financial and executive management services. The Company incurred expenses of

$956,131during the first six months of 2011. There were no similar payments in 2012.

These agreements, as well as all other executory contracts to which the Company is a party, are subject to
assumption or rejection at the diseretion of the Conservator pursuant to the Conservation Order.

G. Nature of Relationships that Could Affect Operations
All outstanding shares of the Company are owned by its Parent,

H. Amount Deducted for Investment in Upstream Company
Not applicable

L Detail of Investments in Affiliates Greater than 10% of Admitted Assets
Not Applicable

J. Writedown for Impairments of Investments in Subsidiary, Controlled or Affiliated Companies

6.4




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE €O .- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

Not Applicable
K. Foreign subsidiary Valued Using CARVM
Not Applicable
L. Downstream Holding Company Valued Using Look-Through Method

Not Applicable

Nete 11 — Debt
A. Capital Notes
Not applicable
B. All Other Debt
Not applicable

Note 12 — Retirement Plans, Deferred Compensation. Post-emplovment Benefits and Compensated Absences and
Other Post-retirement Benefit Plans

A. Defined Benefit Plans
Not applicable
B. Defined Contribution Plans
Not applicable.
C. Multi-employer Plans
Not applicable
D. Consolidated/Holding Company Plans

The Stock Ownership Plan no longer exists and the Company has not incurred any expense relative to such a
plen.

E. Post-employment Benefits and Compensated Absences
The Company paid $638,803 as severance to terminated employees which represented one-half of the amount
due to them under the Company’s severance policy. The Conservator has approved claims by the employees

for the remaining severance due of $638,803. There are no other obligations to current or former employees
for benefits after their employment but before their retirement.

Note 13 — Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations

A. Outstanding Shares

The Company has 50,000 shares of $75 par value common stock authorized and 40,000 shares
issued and outstanding. The Company has no preferred stock authorized, issued or cutstanding.

B. Dividend Rate of Preferred Stock
Not applicable

C. Dividend Restrictions & D. Amount of Ordinary Dividends that May Be Paid
Dividends on common stock are paid as declared by the Board of Directors of the Company. Under the
California Insurance Code, in a given year the Company may pay ordinary dividends without the prior
approval of the Insurance Commissioner up to an amount which is the greater of its statutory net income for the

preceding year or 10% of its policyholders® surplus at the at the end of the preceding year, less dividends made
within the preceding twelve months.

As the Company is in conservation, there will be no dividends paid until such time as deemed appropriate by
the California DOL
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E. Restrictions on Profits
Within the limitations of (C) above, there were no additional restrictions placed on the portion of the
Company’s profits that may be paid as ordinary dividends to stockholders but all dividend payments would be
subject to the will of the Conservator of the Majestic Insurance Company in Liquidation estate.

F. Restrictions on Surplus

Within the limitations of (C) above, there were no additional restrictions placed on the portion of the
Company’s surplus including for whom surplus is being held.

G. Mutual Surplus Advances
Not applicable
H. Cempany Stock Held for Special Purposes
Not applicable
L. Changes in Special Surplus Funds
Not applicable
J.  Changes in Unassigned Funds
The following table presents the changes in components of unassigned surplus other than results incurred from
underwriting or investment activities subsequent to the adoption of the Codification of the Statutory

Accounting Principles excluding any increase or decrease directly related to the adoption of the Codification as
of January 1, 2001.

Curmnulative Current
Description Increase Year
Aggregate write-ins for gain or loss (5.289,315) -
Change in deferred taxes - 33,621,161 92,531
Statutory valuation reserve (33,621,161)|  (92,531)
__Nonadmitted assets (7,207,658) .
Dividend to stockholder (7,175,000 -
Provision for reinsurance - -

The non-admitted assets include the non-admitted deferred tax assets (see Note 9) and exclude non-admitted
invested assets, if there is any.

K. Surplus Notes
Not applicable

L.and M. Quasi Reorganizations
Not applicable

Note 14 — Contingencies

A, Contingent Commitments
None
B. Guaranty Fund and Other Assessments

The Company is subject to various assessments by the states and/or federal agencies (funds) in which it writes
business. These assessments are for the general welfare and protection of workers compensation
policyholders. The assessments may be based on the workers compensation premiums written by the Company
in a calendar year or the outstanding loss reserves as of a year end date and assessment rates established by the
various state or federal agencies. The Company is permitted by the insurance departments to pass certain
assessments through to the policyholders. These assessments are billed to the policyholder with premiums as
they become due. The accrual for all assessments occurs at the time the premiums are written or losses
incurred. Because assessments are generally paid before the policy surcharges are collected, the payment of the
assessment may result in a receivable from policyholders that will be taken on future policy surcharges to be
collected. Asof June 30, 2012. the Company had recorded assessments paid to insurance departments in
excess of billed pelicyholder surcharges of $7.493,541. This excess assessment amount is presented as 2 write
in asset with the caption “Advance Policy Surcharges™and $5,615,854 was treated as a non-admitted asset.
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The following amounts assessed against Majestic by governmental authorities were unpaid as of June 30, 2011
due to the conservation of Majestic.

Second Installment Pavment of California DIR Assessments for 2011, By letter to the California Department
of Industrial Relations dated April 6, 2011, Majestic requested relief from payment of the second installment of
the DIR assessments for 2011 due April 1, 2011 in the amount of $1,772,965. This request was made on the
ground that Majestic would cease writing business due to the impending conservation proceeding invelving
Majestic and that its liability for 2011 would be offset by an overpayments for 2010 and 2011. The DIR
advised Majestic that this request was granted.

First Installment Payment of Californiz DIR Assessments for 2012, By letter to the California Department of
Industrial Relations dated December 9, 2011, Majestic requested relief from payment of the first instaliment of
the DIR assessments for 2012 due by January I, 2012 in the amount of $730,822.10.

Prepavment of California Gross Premivms Tax for 2011, By letter to the California Department of Insurance
dated May 16, 2011, Majestic requested relief from a quarterly prepayment of gross premiums tax which was
due June 1, 2011 in the amount of $405,728. The request was made under Revenue & Taxation code Section
12260, which allows such relief where the insurer establishes that it has ceased to transact insurance in this
state. By letter dated May 19, 2011, the Departrment granted this request. By letter dated August 25, 2011
Majestic made a similar request for relief from the quarterly prepayment of gross premium tax due September
1, 2011 in the amount of $405,728. The Department granted this request by letter dated September 2, 2011.

Prepayment of New Jersey Premium Tax for 2011, By letter to the New Jersey Department of Treasury,
Division of Taxation dated May 17, 2011, Majestic requested relief from a prepayment of premium tax due
June 1, 2011 in the amount of $41,207.89. On May 26, 2011, the Division of Taxation issued a Revised
Billing Notice stating that no amount was due on June I, 2011.

New York State Workers” Compensation Board Assessment for 2010. Majestic received a notice of
assessment from the New York State Workers’ Compensation Board (NY WCB) due April 11, 2011 in the
amount of $2,579,374. This amount was assessed for the calendar year 2010 under New York Workers®
Compensation Law (WCL) Section 15.8, Special Disability Fund.

New York State Workers' Compensation Board Assessment for 2011 under WCI Section 25A, Majestic
received a notice of assessment from the NY WCB due April 12, 2012 in the amount of $1,290,056. This
amount was assessed for the calendar year 2011 under WCL 15.8, Special Disability Fund. By letter to the NY
WCB dated March 29, 2012, Majestic requested relief from this assessment in light of its conservation.

New York State Workers® Compensation Board Reguest for Excess Funds. In February 2010, Majestic
received a written request from the WCB for payment of $704,037 representing the amount of policyholder
surcharges collected by Majestic Insurance to offset the WCB’s assessments for 2007, which amount may
increase significantly depending on the effect of payment guidelines recently issued by the WCB. This request
was based upon the WCB’s interpretation of Chapter 56-B, New York Laws of 2009, which provides that an
insurance carrier which paid an amount assessed by the WCB for any year that was less than the surcharges
collected from policyholders in that year must pay the excess funds held ag of January 1, 2009 to the WCB.
Majestic has requested reconsideration of the additional payment amount sought by the WCE.

New York Snecial Funds Conservation Committee Assessment. By letter from the New York Compensation
Insurance Rating Board dated June 22, 2011, Majestic was notified that its share of the assessment covering

expenses of the Special Fund Conservation Committee for 2011 was $67,562.10, of which an installment of

$33,781.05 was due for the second six months of 2011. By letter to the SFCC dated July 11, 2011, Majestic
requested relief from payment of that instaliment., The matter is pending.

Workers® Compensation Insurance Rating Bureau of California Assessment. On April 1, 2011, the Workers’
Compensation Insurance Rating Burean of California issued an invoice to Majestic for its 20d Quarter, 2011
Assessment in the amount of $96.445. By letter dated to the WCIRB April 29, 2011, Majestic requested relief
from payment of that assessment in light of the conservation proceeding invelving Majestic. The matter is
pending.

New Jersey Workers' Compensation Security Fund Assessment. On July 1, 2011, the New Jersey
Property-Liability Insurance Guaranty Association (“NJ IGA™) sent notice to Majestic of an assessment of
$95,728.86 for the Workers” Compensation Security Fund. By letter to the NJ IGA dated August 11, 2011,
staff counsel for the Conservator of Majestic requested relief from payment this assessment.

Qther Agsessments. By letter to the Arizona Department of Insurance dated August 12, 2011, Majestic
requested relief from assessments for the Department’s fraud unit and administration of voluntary residual
market plans in the total amount of $900. By letter to their Illinois Department of Insurance dated August 12,
2011, Majestic requested relief from the Department’s financial regulation fee billing in the amount of $750.
By letter to the New Jersey Department of Banking and Insurance dated December 9, 2011, Majestic requested
relief from the 2011 insurance fraud assessment for 2011 in the amount of $7,372.73. By letter to the New
York Compensation Insurance Rating Board dated December 14, 2011, Majestic requested relief from an
assessment for expenses of the Board for the fourth quarter of 2011. By letter to the New Jersey Department
of Banking and Insurance dated January 31, 2012, Majestic requested relief from a special purpose assessment
notice for FY 2011 in the amount of $7,826.30. By letter to the California Department of Industrial Relations,

8.7



STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO..~ IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

Division of Occupational Safety and Health dated April 24, 2012, Majestic requested relief from a 2012
Cal/OSHA assessment of $2.000. . By letter to the New Jersey Property-Liability Insurance Guaranty
Association dated July 9, 2012, Majestic requested relief from the New Jersey Workers’ Compensation
Security Fund Assessment for 2012 in the amount of $29,237.99.

The Company does not believe it has any assessments which have not been properly accounted for and
recorded.

Gain Contingencies

Not applicable

. All Other Contingencies

Pursuant to the Conservation Order, continued prosecution of the lawsuits described below in this Note 14, and
the filing of any other claims. lawsuits or actions against the Company outside of the conservation proceedings
pending in the Superior Court of the State of California, County of San Francisco (the “Conservation Court™),
is enjoined. Alternative remedies for the assertion of any and all such claims are provided for under the
Conservator’s Rehabilitation Plan. The Rehabilitation Plan provides that the Conservator may request the
Conservation Court to establish a claims bar date for filing proofs of claim against Majestic by
non-policyholder creditors. The Rehabilitation Plan further provides that the Conservator shall administer,
investigate, adjust and determine all such proofs of claim in a manner consistent with California Insurance
Code Sections 1010 through 1062. In accordance with these provisions of the Rehabilitation Plan, the
Conservation Court has established a claims bar date of January 31, 2012 for filing non-policyholder proofs of
claim with the Conservator. Prior to the claims bar date, the Conservator received a total of 86 proofs of claim
which set forth claims of non-policyholder creditors in the aggregate amount of $205 million. The Conservator
is reviewing all such proofs of claim for the purpose of determining such claims as provided in the
Rehabilitation Plan.

The following claims and Iawsuits were brought against Majestic prior or subsequent to entry of the
Conservation Order. Prosecution of these matters has been enjoined by the Conservation Order as stated
above.

On November 2, 2009, an action entitled Healthcare Industry Trust of New York. et al. v. Compensation Risk
Managers. LL.C, et al., was filed in the New York Supreme Court. Albany County. The complaint names 40 or

more defendants, including Majestic Insurance Company, and seeks damages in excess of $220 million
resulting from the closure of the Healthcare Industry Trust of New York, a group self-insurer formerly
menaged by Majestic’s affiliate, Compensation Risk Managers, LLC (“CRM™). The only allegation of
misconduct by Majestic is that it charged excessive premiums for excess worker’s compensation insurance,
causing unjust enrichment of Majestic in an unknown amount. The complaint also alleges that Majestic is the
alter ego of CRM and related defendants, so that Majestic should be held liable for their obligations. Majestic
denies all liability in connection with this matter.

On or about December 9, 2009, an action entitled The New York State Workers” Compengation Board, etc, v.
Compensatipn Risk Managers, LLC, et al,, was filed in the New York Supreme Court, Albany County. The
complaint names fifteen defendants, including Majestic Insurance Company, and secks damages of $472
million plus interest, atterney’s fees and punitive damages resulting from the closure of several group
self-insurance trusts formerly managed by CRM. This is supported by unspecific allegations that Majestic and
other defendants made misrepresentations, committed deceptive business practices in violation of Section 349
of the New York General Business [aw, and engaged in false advertising in violation of Section 350 of the
General Business Law. There are no specific allegations of misconduct on the part of Majestic. Majestic
denies all liability in connection with this matter.

On October 28, 2010, an action entitled California Plastering, Inc.. et al. v. Pridemark-Everest Insurance
Services., Ine. was filed in the Orange County, California Superior Court. The plaintiffs are eleven former
member employers of the Contractors Access Program of California (“CAP™), a workers’ compensation group
self-insurer formerly administered by Compensation Risk Managers of California, LLC (“CRM CA™). The
complaint names nine defendants, including Majestic Insurance Company, and seeks damages in excess of $30
million, restitution and other relief as the result of the defendants’ alleged mismanagement and wrongful
conduct with respect to CAP. Majestic is alleged to have aided and abetted the misconduct of the other
defendants and committed unfair business practices. Majestic denies all liability in connection with this matter.
ON March 24, 2011, after the court sustained Majestic’s demurrer to the complaint with leave to amend, the
plaintiffs dismissed the action against Majestic without prejudice to re-filing the action.

On December 20, 2010. Bickmore Risk Services, as the conservator of CAP, filed an action entitled
Contractors Access Proeram of California v. Majestic Capital, Ltd., et al. alleging mismanagement of CAP by
CRM and related entities. The complaint named several defendants inclzding various CRM entities and
Majestic Insurance Company. The allegations involving Majestic included a contention that the excess
insurance policies written by Majestic for CAP were not priced at competitive rates and an alter ego and/or
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agency theory of liability. The comptlaint sought damages of not less than $38 million. Majestic denies all
liability in connection with this matter.

On January 27, 2011, four employer members of CAP filed an action entitled Mark Tanner Construction, Inc.,
et al. v. Majestic Capital, [td.. et al. seeking recovery of damages in excess of $25 million allegedly caused by
misconduct of the defendants in the management of CAP. The defendants include Majestic Insurance
Company. Majestic denies all liability in connection with this matter.

Majestic filed an action entitled Majestic Insyrance Company v. J.R. Pierce Plumbing seeking recovery of
unpaid premiums of approximately $63.000 from Pierce, a former policyholder. On March 4, 2011, Pierce
filed a cross-complaint against Majestic for breach of contract, breach of the covenant of good faith and fair
dealing ané unfair or deceptive business practices. The cross-complaint alleges that Majestic set unnecessarily
high reserves for claims uader the insurance policies issued to Pierce and other policyholders, improperly
delayed acting on claims and engaged in other practices which increased the cost of the insurance. Pierce
seeks damages according to proof, punitive damages, attorneys’ fees, injunctive relief and restitution or
disgorgement on behalf of all persons injured by Majestic’s allegedly unlawful practices. Majestic denies all
liability in connection with this matter. '

By letter dated June 6, 2011, an attorney representing SMC Holdings, Ing. (SMC), a former policyholder of
Majestic, advised that SMC disputed Majestic’s billing for retrospective premium due under its 2004-2005
policy covering SMC and demanded a refund of approximately $1.4 million in prior retrospective premiums as
the result of Majestic’s alleged mishandling of a single workers’ compensation claim. Majestic disputes the
allegations made by SMC’s attorney and denies all liability in connection with this matter.

On or zbout April 17, 2012, West-Fair Eleotric Contractors, Tng,, a former member of the Elite Contractors,
Trust.of New York filed an adversary proceeding in the Chapter 11 bankruptcy of Majestic Capital, Ltd. and
its subsidiaries. The named defendants include CRM and various affiliated persons and entities, including
Majestic Insurance Company. The suit seels declaratory and injunctive relief and damages in an amount 1o be
determined based on West-Fair’s joint and several liability for assessments made against the Elite Contractors
Trust by the New York State Workers” Compensation Board in excess of $82 million. The complaint alleges
misconduct by the defendants in the management of the Elite Contractors Trust and alter ego claims. Majestic
denies all liability in connection with this matter.

On April 27, 2011, a former employee of Majestic filed an action entitled Buntan v. Majestic Capitol
Insurance. et al, secking recovery of damages in unspecified amounts resulting from alleged gender and
disability discrimination, harassment and retaliation. Majestic Insurance Comparty, sued erroneously as
“Majestic Capitol Insurance Company”, denies all liability in connection with this matter. By letter to the
plaintiff dated May 2, 2012, legal counsel for Majestic’s Conservator demanded that this action be dismissed
in light of the injunction restraining prosecution of actions against Majestic.

Lawsuits arise against the Company in the normal course of business and are commented upon in this report if
considered material or may be detrimental to the policyholders. Contingent liabilities arising from litigation,
income taxes and other matters are not considered material in relation to the financial position of the Company.
Note 15 — Leases

A. Lessee Leasing Arrangements
No current long term lease obligations.

B. Lessor Leasing Arrangements
Not applicable

Note 16 — Information about Financial Instruments with Off-Balance Sheet Risk and with Concentrations of
Credit Risk

A. Financial Instruments with Off-Balance Sheet Risk
Not applicable
B. Financial Instruments with Concentrations of Credit Risk

Not applicable

Note 17 — Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A. Transfers of Receivables Reported as Sales

Not applicable
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

B. Transfers and Servicing of Financial Assets
Not applicable

C. Wash Sales
Not applicable

Note 18 — Gain or Loss from Uningured Plans and the Uninsured Portion of Partiallv Insured Plans

A. Administrative Services Only (ASQ) Plans
Not applicable

B. Administrative Services Contract (ASC) Plans
Not applicable

C. Medicare of Other Similarly Structured Cost Based Reimbursement Contracts
Not applicable

Note 19 — Direct Premiums Written / Produced by Managing General Agents / Third Partv Administrators

The company had no premiums written through managing general agents or third party administrators.

Note 20 — Other Items

A. Bxtraordinary Items
Relative to the imminent bankruptcy filing of Majestic Capital, LTD and Majestic USA Capital. Inc. as set
forth in a press release dated March 21, 2011, the lessor on various operating leases engaged in by the
Company determined that the lease agreements were in material uncured default. The lessor subsequently
declared the subject leases in default and the entire indebtedness under all lease schedules became immediately
due and payable and sought to recover the Casualty Loss Value of the property.
On April 1, 2011, the lessor drew down the letters of credits that were issued as collateral under the lease terms
on the event of default. The aggregate value of the letters of credit was $8,000,000 and allegedly represented
the Casualty Loss Value of the property as determined by addendum to the lease. The Company at that time
considered the draw as termination of the lease and recognized the $8 million as impaired assets as of June 30,
2011 and recorded an extraordinary charge to net income as of that date. However, the Conservator is
investigating the legality of the actions of the lessor, and the recognition of impairment and the recording of an
extraordinary charge is without prejudice to the Conservator’s available remedies against the lessor.

B. Troubled Debt Restructuring for Debtors
Not applicable

C. Other Disclosures
No significant Items

D. Uncollectible Premiums Receivable
No significant change.

E. Business Interruption Insurance Recoveries
Not applicable.

F. State Transferable Tax Credits
Not applicable

G. Subprime Mortgage Related Risk Exposure

Not applicable

Note 21 — Events Subsequent
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

No significant Items

Note 22 -- Reinsurance

A. Unsecured Reinsurance Recoverables
No significant change
B. Reinsurance Recoverables in Dispute
No significant change
C. Reinsurance Assumed and Ceded and Protected Cells

As of June 1, 2011, all reinsurance agreements and the associated rights and obligations have been assigned to
AmTrust under the reinsurance/novation agreement referred to in note 1.

1. Commission on Unearned Premiums

1=

Additional or Return Commission Accruals
No change

3. Risks Attributed To Protected Cells.

Not applicable.

D. Uncollectible Reinsurance

The Company did not incur any uncollectible reinsurance costs in the nine months ending  Sept. 30, 2010.
E. Commutation of Ceded Reinsurance

Not applicable
F. Retroactive Reinsurance

Not applicable
G. Reinsurance Accounted for as a Deposit

Not applicable.

Note 23 — Retrospectively Rated Contracts and Contracts Subject to Re-determination

A. Method Used to Estimate
Not Applicable
B. Method Used to Record
Not Applicable
C. Amount and Percent of Net Retrospective Premiums
No significant change
D. Calculation of Nonadmitted Accrued Retrospective Premiums
No significant change

Note 24 — Changes in Incurred Losses and Loss Adjustment Expenses

Not applicable

Note 25 — Intercompany Pooling Arransements

Not applicable

Note 26 — Structural Settlements




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS

A. Reserves Released due to Purchase of Annuities

The company has no contingent liability under any structured settlement agreements,
B. Annuity Insurers with Balances due Greater than 1% of Policyholders® Surplus

No significant change

Note 27 — Health Care Receivables

Not applicable

Note 28 — Participating Policies

Not applicable
Note 29 — Premium Deficiencv Reserves
Not applicable

Note 30 — Hich Deductibles

Not applicable

Note 31 - Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses

A. Tabular Discounts

The Company does not discount unpaid losses or loss adjustment expenses.
B. Non-Tabular Discounts

Not applicable
C. Changes in Discount Assumptions

Not applicable

Note 32 — Asbestos and Environmental Reserves

A. Asbestos Reserves
There are no material amounts of losses applicable to Asbestos claims.

B. Ending Reserves for Asbestos Claims for Bulk and IBNR Losses and LAE Included in A above:
Not applicable

C. Ending Reserves for Asbestos Claims for Loss Adjustment Expenses Included in A above (Case, Bulk and
IBNR):

Not applicable

D. Environmental
The Company does not underwrite environmental coverage.

E. Ending Reserves for Environmental Claims for Bulk and IBNR Losses and LAE Included in D above:
Not applicable

F. Ending Reserves for Environmental Claims for Loss Adjustment Expenses Included in D above (Case, Bulk
and IBNR)

Not applicable

Note 33 — Subscriber Savings Accounts

Not applicable

Note 34 — Multiple Peril Crop
Not Applicable

6.12




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO..- IN CONSERVATION
NOTES TO FINANCIAL STATEMENTS




1.2
2.1

2.2

4.1
4.2

6.1
6.2

8.3

g.4

6.5

6.6
7.1

7.2

&1
8.2

8.3
8.4

STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

GENERAL INTERROGATORIES

PART 1 - COMMON INTERROGATORIES
GENERAL
&iddthle’{egorting entity experience any material transactions requiring the filing of Disclostire of Material Transactions with the State of Domicle, as required by the
lodel Act? .

If yes, has the repert heen filed with the domiciliary state?

Hﬁgﬂ;ﬁgy change been made during the year of this statement in the charter, by-laws, articles of incarporation, or deed of setflement of the reporting
entity?

If yes, date of change;

Have there been any substantial changes in the organizational chart since the prior quarter end?

Has the reporting entity heen a party to a merger or consolidation: during the period covered by this statemant?

If yes, provide name of entity, NAIC Company Code, and state of domicike (s two letter state abbreviation) for any entty that has ceased to exist s a result of the

merger or consslidation,

Yes () No {X)
Yes () No {)

Yes { ) No (X}

Yes { ) No {X)

i 2 3
Name of Entity NAIG Compary Code | State of Domicile

If the reporting entity is subject to a management agreement, including third-party administrator(s) , managing general agent(s), attomey-in-fact, or simiar agreement,

have there been any significant changes regarding the terms of the agreement or principals involved?
State as of what date the latest financial examination of the reporting entity was made or s being made,

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date shoul! be the date of the examined balance sheet and not the date the report was completed or released.

State as of what date the latest financial examination repert became avallable to other states ar the public from either the state of domiclle or the reparting entiy.
This is the release date o completion date of the examination report and ot the date of the examination (balance sheet date),

By what depariment or departments?

Yes () No () NIA (0
1203112010

1213172010

(410812011

Have all financial statement adjustments within the latest financial examination report been accounted for in 2 subsequent fnancial statement filed
with Departments?

Have al of the recommendations within the latest financial exarination report been combﬂed with?

Has this reporting entily had any Certificates of Authority, licenses or registrations {including corporate registration, ¥ applicable) suspenced or revoked by any
govemmiim;)al enlity during the reporting period? (You need not repart an ation, either formel or informal, if a confidentiality clause is part of the

agreement,

If yes, give fultinformation

Yes (4} No { ) N/A [ )
Yes (X) No { ) NiA { )

Yes () No (X)

Is the company a subsidiary of a bank halding company requlated by the Federal Reserve Board?

If respanse to 8. 135 ves, please identify the name of the bank holding company,

Yes () No (X

Is the company affifiated with ane er more banks, thrifts or securilies firms?

Ifresponse to 8,315 yes, please provids below the names and location gcity and state of the main office) of any affiiates requlated by a federal requlatory services agency
the Currency (OCC)., the Federal Depasit insurance Corporation {FDIC) and the Securlties Exchange

[i.¢. the Federal Reserve Board {FRB), the Office of the Compircller o
Commissior: (SEC)] and identify the affiliate’s primary federal regulater,

1 2 3 4 5
Location
Affliate Name {City, State) FRE oce FDIC




9.1

8.1

9.2
9.21

9.3
9.3

10.1
10.2
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1.2

18.1
15.2

STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

GENERAL INTERROGATORIES (continued)
PART 1 - COMMON INTERROGATORIES

GENERAL

Are the senior officers {principal executive officer, principal financial officer, princinal accounting officer or controller, or persans performing

similar functions) of the reporting entity subject to a code of ethics, which includes the foliowing standards?

{a} Honestand ethical conduet, inclicing the ethical handling of actual or apparent confiicts of interest between personal and professional reletionships;

b} Full, fair, acourate, timely and understandable disclesure in the neriodic reports required to be filed by the reporting entity,

¢) Compliance with appiicable governmental laws, rules and regulations;

{d) The prompt internal reporting of violations to an appropriate person or persons identified in the code; and
) Accountabiity for acherence to the code.

Ifthe response t0 9.1 is No, please explain;

Hes the code of ethics for senicr managers beeh amendad?

If the response to 9.2 is Yes, provide Information refated to amendment(s).

Have any provisions of the code of ethics been waived for any of the spegified officers?

If the respanse to 9.3 is Yes, provide the nature of any waiver{s) .

FINANCIAL

Does the reparling entity repart any amounts due from parent, subsidiaries or affifiates on Page 2 of this statement?

i yes, indicate the amounts receivable from parent included in the Page 2 amount:

INVESTMENT

Were any of the stocks, bands, or other assets of the reporting entity loaned,, placed under option agresment, or otherwise made avallable for use by enother person?

{Exclude securities under securities lending agreements. )

If yes, give full and complete information relating thereto:

Yes (X} No {)

Yes () No (X)

Yes {X) No { )

Yes (] No (X

Amaunt of real estate and mortgages held in other invested asssts in Schedule BA:
Amour;, of real estate and mortgages held in short-term investments:
Does the reporting entity have any investments in parent, subsidiaries and affiiates?

if yes, please complete the following:

2 BOMS ... e e e
4.2 Preferred Stock ...
.23 CommonStock .......oviveiis

14.24 Short-Term Investments ...........oooiiiiiiiiin,
14.25 Mortgage Loans on Real Estate
B Lo O PPN
14.27 Total lvestment in Parent, Subsitiaries and Affiliates (Subtotal Line 44,21 toLine 14.28) ...............
14.28 Total lvestment in Parent included in Line 14,211 Line 14.26above ...

Has the reporting entity entered into any hedging transactions reported on schedule DB?
ifyes, has a comprehensive description of the hedging program been made avallable to the domicliary state?
If n, attach a description with this statement.

7.1

1
Prior Year-End Sook/
Adjusted Carrying Value

2
Current Quarter Book/
Adjusted Carrying Valug




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

GENERAL INTERROGATORIES (continued)

PART 1 - COMMON INTERROGATORIES

INVESTMENT

Excluding items in Schedule E - Part 3 - Special Deposits, real estate, morfgage loans and investments held physically in the reporting entity's offices, vaults or
safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant toa custodial agraement with a qualified bank
or trust company in accordance with Section 1, (Il - General Examination Consideratien, F - Outsourcing of Critical Functions, Custodial or Safekeeping Agreements

of the NAIC Financial Condition Examiners Handbook?

16.1 For all agrestents that comply with the requirements of the NAIC Financial Conditicn Examiners Handbook, complete the following:

Yes { ) No (X}

1
Name of Custodian(s)

2
Custodian Address

............... PO BOX 7500, DETROIT, M: 482754185

801 PENNSYLVANIA AVE. , KANSAS CITY, MO. 64105

16.3  Have there been any changes, including name changes, in the custedian{s) identified In 16. 1 during the current quarter?

16.4 Ifyes, give full and complete information retating thereto:

1
0Old Custodian

New Custedian

3
Date
of Change

Reason

16.5  Identify all investment advisars, brokers/dealers or individuals acting on behalf of brakers/dealers that have access fo the investment accounts, handle securities and hava autharity to make investments

on behalf of the reporting entty:

1
Central Registraticn Depository

1
Address

17.1 Have all the fiing requirements of the Purpeses and Procedures Manual of the NAIC Securities Valuation Office been followed?

7.2 Ifno, list exceptions:

7.2
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4.2
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

GENERAL INTERROGATORIES (continued)
PART 2
PROPERTY AND CASUALTY INTERROGATORIES

If the reporting enity is  member of a pooling arrangement, did the agreement or the reporting entity's participation change?

If yes, attach &n explanaticn.

Has the reporting entity reinsured any risk with any other reporting eniity and agreed to release such entity from lisbilty, In whele o in part, from any
loss that mey cocur on the risk, or portion thereof, reinsured?

If ves, attach an explanation.
Have any of the reporting entity's primary reinsurance contracts been canceled?

If yes, give full and complete Information thereto

Are any of the liabllities for unpaid losses and loss adjustment expenses other than certain workers' compensation tabular reserves {sez Annual Statement
Instructions pertaining to disclasure of discounting for definition of “tabular reserves") discounted at & rate of interest greater than zero?

Ifyes, complete the Discount Schedyle,

Cperating Percentages:

5.1 A8Hloss percer-lt

5.2 A3H cost containment percent

5.3 ASH expense percent excluding cost containment expenses

Do you zct as 2 custodian for health savings accounts?

If yes, please provide the amount of custodial funds held as of the reporting date,
Do you act as an agministrator for health savings accounts?

If yas, please provide the balance of the funds administered as of the reporting date,

Yes { ) No ) NIA (X

Yes () No (X)

Yes { ) No [

Yes { ) Mo [X)



STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

SCHEDULE F - CEDED REINSURANCE

Showing ali new reinsurers - Current Year to Date

1 2 3 4
NAIC Federal
Caormpany D Demicitary
Code Number Name of Reinsurer Jurisdiction

5

Is Insurer
Authorized?
(Yes or No}




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .~ IN CONSERVATION

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Current Year to Date - Allocated by States and Territories

Dirzct Losses Paid
Direct Premiurms Written {Deducting Salvage) Direct Losses Unpaid
2 3 4 5 [ 7
Current Year Prior Year Current Year Prior Year Currant Year Prior Year
To Date To Date ToDate To Date ToDate To Date

8. DBIGWAME , ., . ire e vayr e e e e e
9. District of Columbia . .
10. Florida
11. Georgia
12, Hawali ...
t30daho
NI e
15 Indiana.. ..o
1B IOWR L oo s e eee
T KaNsas.......ovvvviieiiniiianen,
18. Kentucky
19. Lovisiana
.Maine.
21 Marvland .........
22. Massachusetts ...
23. Michigan. ,........
24, Minnasota ...
25, Mississippi.....
26, Missouri ...
2 MONANE. .ot e e e e
28, Nebraska. ..

30, New Hampshire
FLNEWJRISEY ..
32, New Mexico. .. ooviii e
B NawYork...oooo
34 NohCarelna. .....oeveniien e
35, NorthDaketa. ..o
BB 0RO

39, Pennsyvania
40, Rhode Island
4, South Carolina |,
£2. South Dakota
43. Tennessee. .

AT VIR e e e e
48 WaShIIGION . ... e e
49, West VIrginia. . .....oe e
B IS CONSIN. . . e e
S WYOMING L.t vee i e en et ce e a e nan
52, AMErican SaMO8 ... v veiiiiicee i
B8 GUAM L.\ svrre e vrrei e nr e e anenaaae
S PUBRORICO . .o
55, U.S. Virghlslands . ...
56. Northern Mariana Islands

5898, Summery of remaining write-ins for Line 58 from overflowpage ...l
5899, TOTALS {Line 5801 through Line 5803 plus Line 5898] {Line 58 above) .........cocovvn.

(L} Licensed or Chartered - Licensed Insurance Carrler or Domiciled RRG; (R) Reglstered - Non-domiclied RRGs; {Q) Qualified - Qualified or Accredited Reinsurer;

(E) Eligitle - Reporting Entities eligitle or approved to write Surplus Lines in the state; (N} None of the above - Not allowed to write business in the state.

(a) !nsert the number of "L responses except for Canada and Other Afien,

1
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CQ.- IN CONSERVATION

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES
OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE Y
PART 1A - DETAIL OF INSURANCE HOLDING COMPANY SYSTEM
i 2 3 4 5 § 7 8 ] 10 11 12 i3 #
Type of Gontrol
[Canership,

Board, I Conlrot Is

RAIG Federal Name of Secuwities Exchange Retationship Management, Ginarship
Group Company 1B Federal if Pubkicly Traded Hames of Pazent, Subsidiaries or DomicFary | fo Reporting Disectly Controlied by Aftorney-in-Fact, Provide Uttimate Conlioffng
] Group Name Code Humber | RSSD CiK {U.8. or Inlernational) Afffates Location Entiy {tamsa of Entity/Person) Infiuenca, Other} Percentage Entify{ies) IPerson(s)

Asterisk Exglanalion

NONE




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

PART 1 - LOSS EXPERIENCE

Current Year to Date

Ling of Business

1
Direct Premiums
Earted

2
Direct Losses
Incurred

3
Direct
Loss Percentage

4

Prior Year to Date
Direct Loss
Percentage

FIT8 oo e et e te s ara s
Farmowners multiple perfl. ...
Homeowners multiple peril
Commercial muitiple perl
Mortgage guaranty

Inlandmarne .................
Financial guaranty
1 Medical professional Fability-cocurrence
Medical professional fakifty-claims made
Earthquake
Group accldent and health
Credit accident and heajth
Cther accident ang health ...
Workers' compensation. ...
Cther liabllityocourens
Other liability<claims made ..,
Excess Workers' Compensation .
Products fabilty-coourrenee ... ...
Products liability-claims made
16,2 Private passenger auto liability
18.4  Commercial auto Tabilty............vveiviiiiine i
Auto physical damage
Aircraft (2l perils)
Fideltty
Surety

S wmm o w e —

Warranty
Reinsurance-Nonprepertional Assumed Property . ..
Reinsurance-Nonprepertional Assumed Liability
Reinsurance-Nonpropartional Asstmed Financial Lines
Aggregate write-ins for other ines of husiness

35, TOTALS

D0BANMATIR. .+ -1 v er ey arsras s s ees e s et e e et s et e e s e et e e e e et et e et ieae e s eres -

3498. Summary of remairing wiite-is for Line 34 from overflowpage .00,
3406, Totals (Line 3401 through Line 3403 plus Line 3438) (Line 34) ..,

PART 2 - DIRECT PREMIUMS WRITTEN

Line of Business

1 2
Current Curent
Quarter Yearto Date

3
Prior
Year to Date

Fire

Farmowners muliple perll....................
Hemeowners multiple peril
Commercial multiple peril
Mortgage guaranty
OCBANMAME. ...t ie e ans e
Inland marhe ...,
FInAncial QUAMANNY ... o.vveev e e e
Medical professional [iabilty-ccurrence
Medical professional liability-claims made
Earthguake
Groug accident and health
Credit accident and health
Other accident and health ,...........
Workers' compensation. ..............
Other liabifity-occurrence
Other liabilityclaims made ............
Excess Workers' Compensation
Prodtscts fiabilty-cccurrence
Products iability-cTaims made
192 Private passenger auto liability
19,4 Commercial auto Tability. ........oiu i e
Auto physical damage
Aireraft (all periis)
Fidelt

ADwom W —~

F T .
Burglary and theft ...
Boiler and machine

Reinsurance-Nonpropartional Assumed Property.. ..
Reinsurance-Nonpropartional Assumed Liability
Reinsurance-Nonproporticnal Assumed Finaneial Lines . ..
Aggregate write-ins for other lines of business

3428, Summary of remaining write-ins for Line 34 from overflow page
3498, Totals {Line 3401 through Line 3402 plus Line 3498) (Line 34)
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

PART 3 (000 Omitted)
LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES SCHEDULE

1 2z 3 4 5 § 1 8 9 10 1! 12 13
Prior Year-
End Krosin Prior-Year-End
0.5, Dale Casa Loss IBNR Loss and
012 w52 0.5, Date Knowin Case and LAE LAE Reservas Pricr Year-End
Totel Pricr Loss Loss Total Krown Case Loss and LAE Reservas Deeloped Total Loss and
Year£nd and LAE and LAE 2012 Loss and LAE Ressrves on Tolal Q.8. Devel {Savings)/ EAE Reserve
Prior Year Prior Year- Loss and Payments Payments Loss and Reserveson Claims Loss and LAE (Savings) ! Deficlency Daveloped
Yearsin End Known End IBNR LAE on Claims on Claims LAE Chims Reporled or 0.8, Dete Resseves Deficiency {Column 5 plus (Savings)/
Yihich Caseloss Loss and Reserves Regorted a5 Unreported Pagments Reported and Reot IBNR Loss (Column 7 {Cohunay 4 plus Column § plus Deficlency
Losses and LAE LAE (Column 1 of Prior as of Prior {Column 4 Open as of Svbsequent o and LAE plus Column d Colurn 7 minus Golumn & minus {Columa 11 plus
Qccured Reserves Reserves plus Columa 2 Year-End Year-End plus Cedumn 5 Prior Year End Prior Year End Reserves plus Colurmn 8) Column 1} Column 2) Column 12
mnn o+
P00 e Ll et rmiienaeisans ssasiisssseasees eessseeecaecases seiasesacaesiees
211 U T S B _ W W B . L S P
Sublotals
Mo
O s e e e e O W OB OW B 0 e e
T 0 0 o e o= T PR P PP PP
Sublotals
2011
BP0 evciiriiicie evieeiesieieses eermmeeieesee eeneieemmieeeen eeiiceccisoises seseaseeeesssnes eeseeemcoamaaes oeaaiaeneesiss sessesiioiisies eeaciiiiaieeoas coiaieasieess dasesasisaaiess cesessceeeesnes
2012 XXX XXX XXX XXX i e XXX L s it e XXX XXX XXX
TS e e e ieiieiieiee emieiemiimieeie wmeeseeaseniean emmeeeeeesasis eeeeeeiseseieas easaessessssssss eeeeeeeeeiesees deseeasisaciacs sseesessesesenes
Prior
Yea- Column 11, Line 7 Column 12, Line?  Column 13, Line 7
End As % of Column 1, As%ofColumn2,  As%of Columnd,
Surphus Line 7 the 7 Line 7
K
egards
Polzy-
holdsrs
................. 1 LR B 3olB

Column 13, Line 7
Lines



STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.~ IN CONSERVATION

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be fled as part of your statement filing, However, in the event that your company does not transact the type of business
for which the special repert must be fled, your response of NO 1o the specific interrogatory will be accepted in liew of filng @ "NONE" report and a bar code will be printed
below. If the supplement is required of your company but is not being filed for whataver raason enter SEE EXPLANATION and provide an explanation folowing the

interrogatory questions.
Responses
1. Will the Trusteed Surplus Statement be fled with the state of domicile and the NAIC with this statement? NO
EXPLANATION:
BARCODE:

o T o o

2. Wil Supplement A to Schedule T {Medical Professional Liability Supplement) be flled with this statement? NO
EXPLANATION:

BARCODE:

i o o i

3. Willthe Medicare Part D Coverage Supplernent be flad with the state of domicile and the NAIC with this statement? NO
EXPLANATION:

BARCODE:

s T G o

4. Wil the Director and Officer Supplement b fled with the state of domicile and the NAIC with this statement? NG
EXPLANATION:

BARCODE:

st L

15




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE A - VERIFICATION

Real Estate

1

Year To Date

Z
Prior Year Ended
December 31

Ry

O 00—t O L Fa

- Current year changs in encumbrances ..

. Deduct amounts received on disposals ..
. Total foreign exchange change n book/ac
. Deduct current year's other than temporar
. Deduct current year's depreclation
. Bcakfadjuﬂed Carryj-ﬂg value at end Uf‘GUu GHL PG |G | i) LIS £ PIU LIS o P UG T RS

Book/adjusted carrying value, December
Cost of acquired:

2.1 Actual cost at time of acquisition .,
2.2 Additional investment made after ac:

Total gain {loss) on disposals

NONE

Ling § plus Line 6 minus Line 7 minus Line 8)

10, Deduct total nonadmitted amounts .........oveeiiii i
11, Statement value at end of current period (Line 9 minus Line 10)
SCHEDULE B - VERIFICATION
Mortgage Loans
i 2
Prior Year Ended
Year To Date December 31
1. Book value/recorded invesiment excluding
2. Cost of acquired:
2.1, Actual cost at time of acquisition .
2.2, Additicral Investment made after & .

3, Capitalized deferred interest and other .. .

4. Accrual of discount ..o .

3. Unrealized valuation increase {decrease) .

g, Total gain {loss) on disposals ..........

7. Dedugt amounts received on dispesals ..

8. Deduct amortization of premium and mork

8. Total foreign exchange change in book value/recorded investment excluding zcorued infarest ... vvvn i o
10, Deduct current year's other than temporary impairment reognizet ... ... ciusivinriorisnicrienienaieiirnrnieriacienies [rrine e

11, Book value{recorded investment excluding accrued interest at end of current perod (Line 1 plus Line 2 plus

. Total Valuation Aliowance
. Subtotel (Line 11 plus Line 12)
. Deduct tota! nonadmitted amounts
. Statement value at end of current period {Line 13 minus Line 14}

Line 3 plus Line 4 plus Line 5 plus Line 6 minus Line 7 minus Line 8 plus Line 9 minus Line 10)

SCHEDULE BA - VERIFICATION

Other Long-Term Invested Assets

4. Book/adjusted carrying vahie, December
. Cost of acquired:

E—

— —a
=Fx]

. Capitalized deferred interest and other ..
. Accrual of discount

. Total gain {Joss) on cisposals ,
. Decuct amounts received on disposals
. Deduct amortization of premiur and depreciation . ..
. Total foreign exchange change in book/adjusted cammying value
. Deduct current year's other than temporary impairment recognized ,
. Book/adjusted carrying valuz at end of current period {Line 1 plus Ling 2 plus

DD OO D O f 03

. Deduet total nonadmitted amounts
. Statement value at end of current period (Line 11 minus Ling 12)

2.1, Actual cost at time of acquisition .
2.2, Addifional investment made after 2

Unrealzed valuation increase. {dé&éééé)‘

Line 5 plus Line 6 minus Line 7 minus Line 8 plus Line 9 minus Line 10) .

i
Year To Date

2
Prior Year Ended
December 31

SCHEDULE D - VERIFICATION

Bonds and Stocks
1 2
Prior Year Ended
Year o Date December 31
1. Book/adjusted carrying value of bonds and stocks, December STof prigt vear .......ooviiviiimniniirinirinniecee e feeie 10,209,913 |....... 287,748,547
2. Costof bonds and Stocks B0UIEa ..ot e e e esnenen s | 78,003 |........ 10,898,841
3, ACOIUALOF AISEOUNT ..oyt ot et ettt e e e a i ee e et ea e an et e e e pn e e ee bt e G| DO i
4, Unreallzed valuation increase {BBETEASE) ... .. iiiir e iiiire it it iar e s e i s ietaan e asenrinieisnennsaiensenis | orenaanienaeareinies | e
5. Total gain (058 O OII0SaIS . ... ettt e a s aa s s aa fa ettt e r e e 7,764,280
6. Deduct consideration for bonds and stocks disposed of ... .o e /ML 263,561,082
7. Deduct amortization of PRIl . . ... ... vee st vi v e ces e re e e e aas e rs e | eea e 17632 |..en.. 659,86
8. Total foreign exchange change in hook/adjustad CamyING VAIIE ... . ..ottt s | e [ e
9. Deduct current year's other than temporary impairment reCOgRIZEd .. ... euvruieienninr i iain e ies e niaiees o eerea e aias 1,88 | 1,883,217
10.  Book!adjusted camying value at end of curent period (Line 1 plus Line 2 plus Line 3 plus Line 4 plus ..............occoeiiiinie
Line 5 minus Line 6 minus Line 7 pius Line Bminus LB 8) ... oo ius it e ver e van e cern st rera e feria e 9,703,958 10,299,573
11, Deduct total nomadmitted amoUNtS ... ... it e e
12, Statement value at end of current period (Line 0 minus Line 11}

3101



STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Nen-Trading Activily
During the Current Quarter for all Bonds and Preferred Stock by Rating Class

2ois

1 2 3 4 5 § 1 8
BookfAdusled BookiAdusted § BookiAdusled | BooklAdusted | BookiAdjusted
Carrying Vale Acquisitions Disposttions Non-Trading Canym; Valus Ca:ryi:E Valus | CaryingVelue | Carrying Value
Beginning of During Durg Activity During Endof End of End cf December 31
Current Quarler | CuwrentQuarter | CuentQuarler | CurentQuarler | FistQuarler § SecondQuarler |  Third Guarler Print Year

........................ . 10,480,921 1. terreerienenns] e 11,812,430
................................. 6515 |... 17
10,867 4% T D 415,972 |........ (8,357)[.... 10,667,436 ... 10,892,905 |.................|.... 12,301,376

BRI P

. 12,301,316




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE DA - PART 1

Short-Term investments

1 2 3 4 5
Interest Paid for Accrued
Book/ Adjusted Actual Collected Interest
Camrying Value Par Value Cost Year To Date Year To Date
G199899  TOlAS .uviviiin e e e s 1,288,952 XX | LAY i B o
SCHEDULE DA - VERIFICATION
Short-Term Investments
1 2
Pricr Year Ended
Year To Date December 31

1. Book / adjusted carrying value, December 31 of prioryear _........ooooeiiiiiii e 2,001,408 ..o 5,503, 84

2. Cost of short-term investments acquired ........ovviiiiiiiiii i e T30 L 47,729,687

3 Acerualof disoount .o e [

4. Unrealized valuation increase (d26rease) ... ..vevvveeereieeiinnieienins | emeeneenineeene e [t e

5. Totalgain {loss) ondiSposals ... e [

6. Deduct consideration received ondisposals .......oiiiiiiieiiiie e e 1,483,786 ..o 52,232,128

7. Deduct amertization of pramiim ... ... o [ e [

8. Total foreign exchange change in bock/adjusted camying vakie .......covoveiviinec i e

3. Daduct current vear's other than temparary impairment recognized ... o] [
e e R T o B2 | 2,001 408

11, Deduct fotal nonadmitted amaunts . .......coovvvveiiiiiiii [ L,

12. Statement value at end of current period {Line 10minus Ling 15) .vovivvviiiii i, 1,288,982 ..ol 2,001,408

Si03
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3.1
3.2

3
4.1
4.2

. Considerations received/ (paid) on terminations
o Amortization ...,
. Adjustment fo the Book/Adjusted Carrying Yalu

. Statement value at end of current period {Line 9 minus Line 10

STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE DB - PART A - VERIFICATION

Options, Caps, Floors, Collars, Swaps and Forwards

Book/Adiusted Camying Value, December 31, prior year {Ling 9, PO YERI) ... ..iiuiverierittie s ittt e e e st te e s b s e e et e st ae e aeae baeeessaaneanaennas
Cost Paid/ {Consideration Received) M 3AHONS ... . e i et e e e bt r e e e e e e
Unrealized Valuation increase/ {decrease) ...

Total gain: (loss) on termination recognized ..

Total foreign exchange change in Bock/Adjustew won yny voe

. Book/ Adjusted Carrying Value at End of Current Period {Line 1 plus Line 2 plus Line 3 plus Line 4 minus

Line 5 plus Line 6 plus Line 7 plus Line 8)

DedUCt NOMAMIE @85BS ... .. ittt ie s ittt et oottt r e et et et e rans e,

SCHEDULE DB - PART B - VERIFICATION

Futures Contracts

Book/Adjusted carying value, December 3TOFPHION YBE ... o i it ittt et e e e e e ettt b ettt e e e e e e e e s e e e e et e e
Net cash deposits (Section 1, Broker Name/Net Cash DEPOSIES FOOMDIE] 1.\, ieie.iies ettt et er e e oot e et e e e et e s st er e
Change in variation Margin OR OREM COMTACES ... ...\ttt ettt errsbs i s srs s s et ettt e e b ettt it et bt een e ee et e re e e e es
Add:

Change in adjustment o basis of hedged item
3.21 Section 1, Column 17, current year to date minus ...........o.iiiiviiiiiits vererererenies
3.22 Seclion 1, Colmn 17, BHIOTYBEE ... oii ittt et e et tr e eeeire e eeeestiareter e orearane e e e aanias

Change in amount recognized
3.23 Section 1, Column 18, current vear to ¢
3.24 Section 1, Column 16, prier year ...,

Sublotal {Line 3.1 minus Lne 3.2) .........

Variation margin on terminated contracts durin

Less:
4.21 Amount used fo adjust basis of hedged HEM ..., oot i e

422 AMOUNEIEOOANIZEd ...\ ivivs sttt e e et e e e et e e te et et e e e

Subtotal (Line 4.1 IHNUS LINE4.2) ... ie et e et e e e et e
Dispositions yains (fosses) on centracts terminated in prior year:

SoT RBOOOMEZEE L.\ ettt ettt e e e et e e et ettt e re e e e e et bt
5.2 Usedtoadiustbasis o NGB HEMS . .. iiir it ettt e e ettt
Book!Adjusted carrying velue at end of current pericd (Line 1 plus Line 2 plus Line 3.3 minus Line 4.3 minus Ling 5.1 MINUS LIS 5,20 .. .vvveeeer e,

Deduct total RANAIMIME AMOUTES . ... .ouui ettt e ettt re b s e et b st s sttt ss e e e e et e e et e e ettt e et et a e ety

SIo4
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE DB - PART C - SECTION 1

Replication {Synthetic Asset) Transaclions Open as of Current Statement Date

Repkcation (Synthetic Asset) Transactions Components of the Replication {Synthetic Asset) Transactions
i 2 3 4 5 [} 7 § Desivative Instrument(s) Open Cash Instrument(s) Held
9 18 1 12 13 14 15 16
NAIC Designation NAIC Designation
of Notional Book/Adusted Effective | Maturity Book!Adjusted of Book/Adjusted
Homber Deseription Other Deseription Amount Carrying Velue | FairValue Data Dale Destription Carrying Yaiue Far Vale cuse Description Other Descriplion CarryingValus | Fair Value

NONE
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO. - IN CONSERVATION

SCHEDULE DB - PART C - SECTION 2

Replication (Synthetic Asset) Transactions Opan

First Quarter Second Quarter Third Quartes Fourth Quarler Yea To Dale
1 2 3 4 5 6 7 § 9 10
Total Repkcation Tolal Replization Tolal Repcation Tolel Repleation Total Repication
{Synthelic Asset) [Synthetic Asset) {Synthelic Asset) (Synthetic Assef) (Synthetic Asset)
HNumber of Transactions Humbey of Transaclions Humber of Transactions Numbes of Transactions Numbes of Transaclions
Posttions Statement Valua Posttions Stalement Value Posiions Statement Velue Posdlions Stalement Value Positions Stalement Valua
o BegIVRNNONY L.t nenee e oo [ e e e e e e
. A Openeder Acguired Transaclions ..o £ b e e e
. Add: Increases in Repicallon (Synthelic Asset} Transaclions Stafement Velue .................. XXX e XXX b XXX b,
. less:  ChsedorDisposedofTransactions ... . R OA W OB OB OB i b
. lesst  Postions Disposedof for Feffng EffectivenessCriterfa ... |cicve. OB B B B OB B | oo
. Less:  Deoreases in Repfeation (Synthelic Asset} Transaclions Stalement Value ................. IO B . A B B T e XXX e XXX |,
 EnEngBvenlony .. e l .................... ‘ .................... ‘ ....................................................................................................................................




—_

o e s 2 N

STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE COQ.- IN CONSERVATION

SCHEDULE DB - VERIFICATION

Verification of Book/Adjusted Carrying Value, Fair Value-and Potential Exposure of all Open Derivative Contracts

Book/ Adjusted Carrying Value Check
PartA, Section 1, COlMN B4 ot e e e e a g h e pe e e et eat s aeaaee e eaeaeys
Part B, Section 1, Column 14,.....ooeeeennniie
Total (Line 1plisLine2) ...o.ooovnevicinninnns
PartD, Columnd ..o
FartD, Column6 ...

Total {Line 3 minus Line 4 minus Line 5) ..........

PartA, Section 1, COUMR T8 oottt et e e e e e ey e ee e aa e iee e aee s
PartB, Section 1, Column 13 ..o e
Tatal {Line TpIUSLINE B} . oovvvni e
PartD, Column oo e
PartD, Columnd ..o
Total (Line 9 minus Line 10 minus Line 11}

Lot ot TR 1111 O O USSP PSRRI
ol v I 1 O P PP PP URPTOTPPTPIN
o d e I USRS

Total (Line 13 plus Line 14 minus Line 15)
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDUL.E E - VERIFICATION

{Cash Equivalents)

Year To Date

Prior Year Ended
December 31

1. Book/adjusted carrying value, December 31 of prior YEar ...\ vviervieiaerirnrsirineninirrrriseennns
2, Cost of cash equivalents 8oquired ..........viivei oo e
3 Acorual of AISCOUE ... .evtsi it e e e e e
4, Unrealized valuation increase {dBCrease] . .....oivivririerieivirineisiirinrases | rrvrnsiseanninsneinrans
§. Total gain (loss) o0 GISPOSAIS .. .vvvvvvnviiniirieit it e s ienees e eeieeens | e e e
8. Deduct consideration recelved O AISPOSAS .. ..vvvevvvrevnrvirerriernerrnas e s
7. Deduct amortization of premium ...
2. Total foreign exchange change in book/adjusted carming valte ..o i ]
9, Deduct current year's cther than temporary impaiment recogmized .......ooeiiee ]

10, Book/adjusted canrying value & end of current period {Ling 1 +Uine 2+
Line3+Line4 +Line5-Line 6-Line T +Line B-Lie 8} ......ooovvvvvriiieni o

1. Deduct total notadmitied amounts ........o.ovvvrivnoninieiie e e

8108




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO. - IN CONSERVATION

SCHEDULE A - PART 2
Showing All Real Estate ACQUIRED AND ADDITIONS MADE During the Current Quarter
1 Lecation 4 5 7 § 9
Book | Adusted Additional
2 3 Actuai Cost Carryi imvestment
De'e at Time of Amouval of Value Less Made After
Description of Property City Stale Acquired Name of Yendor hequisition Encumbrances | Encumbrances Acquistion
m
2
SCHEDULE A - PART 3
Showing All Real Estate DISPOSED During the Quarter, Including Payments During the Final Year on “Sales under Contract*
1 4 § [ 7 8 Change in BookfAdiusted Carrying Yalue Less Encumbrances 14 16 i6 17 it 19 2
Location ¢ ® H 12 13
Expended for
2 3 Addtions, | Book/Adjusted Current Year's Beok/Adusted Gross Income
Permanent | Carrying Value Other Than Tolal Foreign Carrying Ferelon Tokal EarnedLess Taxes,
Name lrrémemen{s Less Temporary | GurrentYear's | TolalChange | Exchenge Yahe Less Amounts Exchange Reafzed Gain Interest Repairsand
of and Changes i | Encumbrances | Current Year's | Impaiment Changeln | B.fA.C.V. [ Changein |Encumbronces | Recelved Gan (Loss) | Gain (Loss) {Loss) on Incurred on Expensss
Descriplion of Property City Stale Disposal Date Purchaser Actusl Cost | Encumbrances | PriarYoar | Ranrardalinns | Remankad § Facmbezpras | 110,40 RIACY, | onDisposal | DuingYear | onDisposal | onDisposal Disposal | Encumbrances [ Incurred

NONE
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE B - PART 2

Showing All Mertgags Loans ACQUIRED AND ADDITIONS MADE during the Current Quarter

1 4 5 B T 8 9
Localion
2 3
Additional Valva of Land
Rata of Achual Cost at Investment Mada and
Eoan Number City Slate Loan Type Dale Acquired Interest Tima of Acguisition After Acquistion Buidings
SCHEDULE B - PART 3
Showing All Mortgage Loans DISPOSED, Transferred or Repaid DBuring the Gurrent Quarter
1 4 § ] 7 Changs in Book YatualRecorded livestment E) 15 16 7 1
8 9 10 # 12 13
Localien Book Book
ValuelRecorded Current Year's ValveiRecorded
3 Investment Urrealized Other Then Caplafized Total Total Foreign Investment Foreign
Exdiing Vahuation Cureent Year's Temporary Deferred Changa in Exchange Excluding Exthangs Reafzet Totat
Date Dispasat Actrued Interest Increass {Amortization)! | Impairment Interest and Book Vakue Changeln | Accrued Interast Gain {Loss) Gahn {Loss) Gain {Loss)
Loan Numbes State leanType | Acquired Date Priot Year (Pecrease) Accrelion Recognized Olher (848-10¢41) Book Valus on Disposal Consideration on isposal on Disposal on Disposal

NONE
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE BA - PART 2

Showing Cther Long-Term invested Assets ACQUIRED AND ADDITIONS MADE During the Current Quarter

1 2 5 6§ 7 8 § 1t 11 i 13
Location
Additionat Commitment
3 4 Date Type Actual Cost {vestment Amount for Percentage
cusip Nama of Vendor NAIG Originaly and 3 Time of Made After of Addzional of
Identification Nama or Destription City Stats or General Partner Designation |  Acquied | Shategy Acquisition Acquisition Encumirances Investment Ownership

NONE

SCHEDULE BA - PART 3

Showing Other Long-Term Invested Assets DISPOSED, Transferred or Repaid During the Current Quarter

i 2 5 § 7 8 Change in Bock/Adjusted Carrying Vahia 5 16 ik 18 18 bl
Location 9 1t 1 12 13 1
Book/Adjusted Current Year's | Gurrent Year's Total  |Book/Adgusled
3 4 Carning Uryeabzed | {Depreciation) | OtherThan | Caplalized | TolalChange |  Forelgn Casrying Foreign
Name of Purchaser | Date Valmless | Valuation of Temporary Deferred in Exchangs | Velusless Exchange Rezlzed Tolal
cusiep or Qriginely | Disposal [Encumbrences| Increase | {Amortizeton)! | Impairment Interest B./A.C.Y, | Changain |Encumbrantes Gain {Loss) | Gain {Loss) | Gain (Luss{ Insestment
ldentification Name of Descriplion Cay State Nature of Depost | Acquired | Dale Prior Year | (Dewease) | Actrelion | Recognized | and Other | (3+10-15+12) | B.IA.C.Y. | onDisposel | Considerabion | onDisposal | onDisposal | on Digposa Income

NONE
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE D - PART 3

Show All Long-Term Bonds and Stock Acquired by the Com.pany Buring the Current Quarter

i 2 3 4 5 § 7 8 g 16
Paid for Acoroed NAIC Designation
cusip Date Number of Shares Inlerest and of Krarket
ldentification Description Forelgn | Asquired Name of Vendor of Stock Acluzl Cost Par Vake Dividends Incticator (a)

Bonds - U, 3. Governments

817878-8R-2 ... UNITED STATES TREASURY NOTES . ...t e, B 2 BANK OF AR A i et ae o e e eeeas aeaanaaaaas 49,08 ... 5000000 ... | I
a0« BUtOa « BT « U, B, oMt IS o it ittt st e e oo e et e e et e 983 ... 50,000.00 L.l |
BT - SUOlal - BONS - ol 3 i i ettt oot e et e ee e e oot et e et e e et re e e e e s 49,083 ... 80.000.00 ... | IR
30000 - U0l BOMS L ittt it et eeeeeieetaaeeeatneeattetaraet e tot enemane e tnanes s esssaneeaean e ettt et ae s s s s e et et et e et e et e 49883 ... 50,0000 ... T
L R L2 O U SOU U OO O TSSOSO 9.8 o | TSRO

{a) Fer 2 common stock bearing the NAIC market indicator "U® provide: the number of suchissuss ... ...
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE D - PART 4

Show All Long-Terrm Bonds and Steck Sold, Redeemed or Otherwise Disposed of

by the Company Dusing the Current Quarier

{a) For 2l common stock bearing the NAIC market indicator 'V provide: the number of suchissues ... ... ...

1 2 3 4 5 ] 7 ] 9 10 Change In Book/Adjusted Carrying Value 16 17 18 19 2 2 Ngdzc
11 i2 13 i 15 d Designa-
Prior Current Current Forsiga Interest! tionor
Yea Bookf { Unsealized Year's Year's Other Tola! Tofdl Forelgn | BookfAdusted | Exchange | Resfized Total Stock Staled | Markef
cusip Number Adusted | Valuation {Amort- | ThanTemporary | Ghanga in Exchange | Canying Vaive Gan Gain Gain Diidends [Contracival | Ind-
Idantif- Disposel of Shares Actual | Camrying | Increase/ izalion) { impaiment | 8./A.C.V. | Changain | atDisposa! | (lossjon | (lossjon | (lossjon | Receed | Malwdly | caler
cation Destriplion Foreign| Dale Name of Purchaser of Stock | Consideraltion | Par Vake Cost Valie |Decrease) | Accrefon | Recogrized | (1141213) | BUALCLV. Dale Disposal Bisposal Disposal | DuringYear | [ale (a)
Bords - U.S5. Governerents
92827-1L-) UNITED STATES TREASURYNOTES ... ..., DEHII202 PRIOR PR D O DM E ... o ittt virririiee orriireiemiis caeitoeoiias ceruetens ceresnnrons chaemsartnnes eecuoamsomuns atomueamanen naeeaasamanae <aeaaeensamns meemcaminsiann foeramasmns crmmamomconns faramnrenare seennen 3 sl 1.
LT B s T 111 O O PO W
Bonds - 1.8, Poftical Subdivislons of States
S60A7 1404 WILLIAMSONCNTYTH .......o.oooes ooeeels MIOE2 PREREFUNDED .. ...l i e, 50,000 .. 50,000.00 ... 53,648 3 e 1] L1 50,000 o it s e 1,250 040tz AFe
2493099 - Sublotal - Bonds - U, S, Poltical Subdiisionsof Stales ... e e 50,000 .. 50,000,00 .. 53,648 843 1) 13 BO000 Lo e cereniaenn vaens 180 e
Bonds - U.8, Special Revenue and Specal Assessment and Al Non-Guaranleed Obligations of Agencies and Authorities of Governments and Their Poltical Subdivisions
0L FEDERAL HOME LOAY MTG CORPRGIIST ... G2 PAYDOWN - e v, 4183 4800 L 448 A {42 ...................... 42) i e LI o e s 95 06 1 ...,
312MI-KB8 FEDERAL HOME LOAX MTG CORPEGIS2ED ....... Bi92012 PAYOOWN JUDRE: 1. N /- SO 32 3 %5 o 1.
312MKL85 FEDERAL HOME LOANMTG CORPREOIZS . ....... GI012012  PAYDOWN L4700 5088 4 q7 MR 1.
JYEAT22 FEDERAL NATIONAL MTG ASSOC 5686885, , ..., BII2012 PAYDOWN o600 L 65 LB 62 oTICIIT 1 L.
RAT5-BU0 GRAND STRAND SCWTR & SWRAUTH ....... GBINIAN2 WATURTY L 385,000,00 .. 424985 . \ 060112012 2FE ...
3133399 - Sublotal - Bonds - U. 3. Special Revenve and Special Assessment and Al Non-Guaranteed ObEgations of Agencies and
Authorities of Goverpments and Ther Political SUbdivisions . ... e eaenas 408,285 _408,285.00 . 440646 . 412406 ... RN W) RS e L R
8300097 - Sublofal - Bonds - Pard Lo o e e et et et et an e ne aenes 458,285 . 458,285.00 .. 503,284 .. 462518 ... L B W) L BT L
‘Sm-sw{dd-ﬁonds .................................................................................................... 458,285 , 498,285.00 .. BO3.204 L 4E2BMB ... L {43M) B L L EBBERS UM
B000300 - TOTALS ottt ierers s eat e et e rt s r e e e e a b et g e a e e e an saennan e e aean e nna e s neenns 458285 503,284 L 462588 ... LB L T BB L e BB




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANGE CO.- IN CONSERVATION

SCHEDULE DB - PART A - SECTION 1

Showing all Options, Caps, Floors, Collars, Swaps and Forwards Open as of Current Statement Date

5 ] 7 ] 9 i0 H 12 3 1 7 18 2 7 n
Hedge
Current Total Credt | Effectivensss
Date of PriorYear | Year Initial Unreafized Foreign Aduiustment Quskty | af Inception
Exchange Maturify | Number Strike Price, it Cost Cost of Valuation Exchange to Carrying of and at
of Trade of of Hotional Rate of Index of Premen | Premium Cuwrent | Boo/Adsted increase| Changa in Value of Reference  Quarler-end
Counterparty | Dale [Expration| Conlacls Amount Recefved (Pald} (Received) Pad | (Recelved) Pad [ Year Income | Carrying Velia [Decreass) | B.IALCLY. Hedged ltem Entiy la)

903

NONE

Finantiat or Economic Impact of the Hedge al the End of the Reporting Period

NONE




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURA}\ICE CO.- IN CONSERVATION

SCHEDULE DB - PART B - SECTION 1

Future Contracts Open as of the Current Statement Date

203

1 2 4 5 ] 7 § 9 i 11 12 13 14 CGhanges in Variation Hargin 1] il
18 i Hedge
Effectivensss
Date of Booki at Inception
Scheddal Type(s) | Matuity Adjusted Gain {Loss)  fGan [Loss) Used and at
Humber of Desg?{im of Exiibit of or Trade | Transacton Repaiting Fat Carrying Recognizedin | to Adjust Basis Polential | Quarter-end
Tisker Symbol Cenlracts Descriplion Hedged Hem{s) Identifier Risk(s) |Fxpiation| Exchange Dale Price Date Piice Vehe Price Current Year | of Hedgad ltem Exposure la)
Broker Nama Wel Cash Deposits
{a)
Code Financial or Economis Impat of the Hedgs at the End of the Reparting Period

NONE
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

SCHEDULE DB - Part D

Counterparty Exposure for Derivative Instruments Open as of Current Statement Date

i 2 3 4 Booi/Adjusted Carrying Value Fair Value 13 12
5 8 7 8 9 10
Conlracts Conlracts
With Viilh
Credt Bookf Book/
Masler Support Falr Yalue of Adjusted Adiusted Conlracts Contracis Off-Balance
Description Counterparty or Agresment Annex Anceplable Carrying Carrying Exposure net WWih Fair Vith Fair Exposige Nat Polential Shest
Exchangs Traded {Yor N} {Yor ) Cotaleral Value >0 Value < of Colalerat Velus >0 Valus < of Cobaleral Expostre Exposue

NONE




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

SCHEDULE DL - PART 1
SECURITIES LENDING COLLATERAL ASSETS

Reinvested Collateral Assets Owned Current Statement Date

i 2 3 4 5 6 7
CUSIP Falr Book/Adjusted
Identification Description Code | NAIC Designation/Market Incicator Value Carrying Value Maturity Dates

NONE

Ceneral Interogatories: '
1. Total ctivity for the year to date FarVaiee$ ... Book/Adjusted Carmylng Value $ ..o

2. Average Balance for the year to date FarVale§ ..........ooovviviennnin, Book/Adjusted Camying Value $ ...l
3. Reinvested securities lending collateral assets book/adjusted camying value included in this schedule by NAIC designation
NAICIS e, TNAIC2S .. TNAIG3S ... INAIGAS (NAICSS....... e TNAICES ...,

E09



STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

SCHEDULE DL - PART 2
SECURITIES LENDING COLLATERAL ASSETS

Reinvested Cellateral Assets Owned Current Statement Date

cusip
Identification

Description

3

Code

4

NAIC Designation/Market Indicator

§ & 7
Fair Boak/Adjusted
Value Camrying Value Maturity Dates

NONE

General Interrogatories;
1. Totat actity for the vear fo date
2. Average Balance for the year to date

3. Grand Total Schedule DL Part 1and Par 2

Fair Value §
Fair Value §
Fair Value §

Book/Adjusted Carrying Velue §
Book/Adjusted Carrying Value §
Baok/Adjusted Carying Value §




STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

SCHEDULE E - PART 1 - CASH

Month End Depesitory Balances

1 2 3 4 5 Book Balance at End of Each
Ionth Dering Current Quarter
Depository Amount of Amount of
Interast Interest Accrued 6 7 8
Rate of Received During at Current
Name Location and Supplemental Information Code Interast Current Quarter | StatementDate | First Month Second Month Third Morth
Open Depositories
BRI G TR O DB . o i i it e it it it i et it ettt et e et e e et e et e e e e e et ameean e eame et erreree rrerrtrrraat e .
CBank .o San FTANCISCE, CA ..ottt et it et et ees e ea et eaany 865,120 ........ 85,858 ... 85,201 .
Wells Fargo Bank SN FBNGIS00, A ettt e e rer e e e s et et e 1,194,628 ... 11971 1,445,266 .
State Street Bank T 18,187 ... 19,1857 ... 23,420 .
0199658 - TOTAL 00N DBPOSHITIES . -1~ vvoeeseemsisieeessvsssisamsessemssssstesesenresies e ee e eessre ovstemierssnns smsnroserirns oo BOTGWS L. 1,296,706 1.1 555,687
0399999 - TOTAL CaSROMDEPOSE L ... ov i ev ittt it a ettt e i e e bt ab e h e bath s b s b s e n bt et seeaainatactaens eabarabintesnte sheas 2,095 ... 1,296,726 ... 1,583,087 .
e [0 OO PR UR PP 2,008,905 ... 1,296,726 ..... 1,553,887 .
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STATEMENT AS OF JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

SCHEDULE E - PART 2 - CASH EQUIVALENTS

Show Investments Owned End of Current Quarter

1 2 3 4 5 b 7
BookiAdusted Amount of Inferest
Description Code Date Acquired Rate of Interest Meluity Date Carrying Value Due and Accrued

8
Amount Recelved
During Year

Zka

NONE
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SUPPLEMENT FOR THE QUARTER ENDING JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO. - IN CONSERVATION

MEDICARE PART( D COVERAGE SUPPLEMENT

Net of Reinsurance)

NAIC Group Code: 0000 NAIC Company Code: 42269
1 L 2 3 4 5
Individual Coverage Group Coverage
Total
Insured Uninsured Insured Uninsured Cash

1. Premiums Collested ..ovvvviviinns

2. Earned Premiums ...............eels . XXX XXX
3, ClamsPaid........cooivinens - XXX e
4, Claims Inourred ......oiniienns - XXX XXX
5. Reinsurance Coverage and Low Income (

ClaimsPaidMetofReimbursements Apr ™ I WA TR A B WO B 00 |,
6. Aggregate Policy Reserves - Change .., " XXX XXX
7. ExpensesPald ...l - XXX

8. Expenses ncurred .. ............oelll

8, Undemtmling Gain 0r LO5S ..o vvr i irarrrrrr e e r e aena g steabe [eseeeeeeeeenen XXX XXX
10, CasnFIWRESUE ..o [ XXX [ XXX | XXX XXX oo,
(a) Uninstred Receivable/Payable with CMS at End of Quarter: — §.............. duefrem CMSor §.........o.l. due to CMS

365
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SUPPLEMENT FOR THE QUARTER ENDING JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO. - IN CONSERVATION

SUPPLEMENT "A" TO SCHEDULE T
EXHIBIT OF MEDICAL PROFESSIONAL LIABILITY PREMIUMS WRITTEN
ALLOCATED BY STATES AND TERRITORIES

The type of health care providers reported cn this page is:

States, Ee,

1

Direct
Premiums
Written

2

Direct
Premiums
Earned

Direct Losses Paid
3 4
Number of
Amount Claims

5 Direct Losses Unpaid
Direct 6 7
l.osses Amount Number of

Ingtrred Reported Claims

8

Direct Losses
incurred But
Not Reported

2. Alaska

18, Kentucky
18, Louisiana
2. Maie .........
20, Marland ...,
22, Massachusetts |
23, Michigan ......ocoeiiiii e,
24, Minnesota
25, Mississippi
26. Missour
27. Montana
28. Nebraska
B Nevada oo
30. New Hampshire
31, New Jersey
32. New Mexico
FNewYerk oo,
3. Nerth Carolina
35, North Dakota
36,000 verieriie e,
37, Oklahomz
38, OBOEN .ttt
39, Pennsylvania
40, Rhede Island
4, South Carolina
42, South Dakota
43, Tennessee

F.Virginia .
43, Washington
49, West Virginia
50, Wisconsin
SLoWyoming .o
52. American Samoa

5. 1.8, \ﬁrgm Ielands ,..................
§6. Northern Meariana lskands
57. Canad

§898. Summary of remaining write-ins for
Ling 58 tromoverflowpage ................
5899, Totals {Line 5801 through Line 5803 plus
Line 5898) {Line 58 abave)

455
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PROPERTY AND CASUALTY SUPPLEMENT FOR THE QUARTER ENDING JUNE 30, 2012
OF THE U.S. BRANCH OF THE MAJESTIC INSURANCE COC.- IN CONSERVATION

TRUSTEED SURPLUS STATEMENT
AFFIDAVIT OF U.S. MANAGERS, GENERAL AGENTS OR ATTORNEYS

. being duly sworn, says that he/she is the of
the MAJESTIC INSURANCE CO.- IN CONSERVATION » & corporation organized under the laws of
entered to transact business in the United States through the State of , that this trusteed surplus statement together
with its related schedules appended hereto is a true statement of the trusteed surplus of said corporation, that the several items of assets, as hereinafter enumerated,
are the absolute property of said corporation, free and ciear from any liens or ¢laims thereon, except as hereinafter stated, and that each and all of the hereinafter
mentioned assets are held in the United States by Insurance Departments and Officers of the various States of the United States and Trustees as hereinafter indicated,
and that the assets, liabilities and deductions therefrom reported in this statement are in accordance with the instructions accompanying this statement.

Subscribed and sworn to before me this

day of AD,, 2012

AFFIDAVIT OF TRUSTEE - SCHEDULE B

being sworn, say that it is the Trustee of the MAJESTIC INSURANCE CO.- IN CONSERVATION

a corporation organized under the laws of , entered to transact business in the
United States through the State of , located at
that the assets listed in Schedule B of the following statement are held by it as such Trustee within the United States, and that the said assets are subject to no other
claims than these of policyholders and creditor:

Subscribed and sworn to before me this

day of AD., 2012
AFFIDAVIT OF TRUSTEE - SCHEDULE C
being sworn, say that it is the Trustee of the MAJESTIC INSURANCE CO.- IN CONSERVATION .
a corperation organized under the laws of , entered to transact business in the
United States through the State of , located at

that the assets listed in Scheduie C of the following statement are held by it as such Trustee within the United States, and that the said assets are subject to no other
claims than those of policyhelders and crediters within the United States.

Subscribed and sworn to before me this

day of AD., M2

AFFIDAVIT OF TRUSTEE - SCHEDULE D

being sworn, say that it is the Trustee of the MAJESTIC INSURANCE CO.- IN CONSERVATION ,
a corporation organized under the laws of , entered to fransact business in the

United States through the State of , located at
that the assets listed in Schedule D of the following statement are held by it as such Trustee within the United States, and that the said assets are subject to no other

claims than those of policyholders and creditors within the United States.

Subseribed and sworn to before me this

dayof A, 2012

7851



PROPERTY AND CASUALTY SUPPLEMENT FOR THE QUARTER ENDING JUNE 30, 2012
OF THE U.S. BRANCH OF THE MAJESTIC INSURANCE CO .- IN CONSERVATION

TRUSTEED SURPLUS STATEMENT

SCHEDULE A~ DEPOSITS WITH STATE OFFICERS (EXCLUDING SPECIAL DEPOSITS)
1 2 3 4 5
Admitted Asset
Line Number Deseription Valug Par Value Fair Value
SCHEDULE B - DEPQSITS WITH UNITED STATES TRUSTEE
201 ..., B8 L et b e e e e ettt e et en ey e aeearins
202 ..., BOMES .11ttt e e et et e et e et e et e e r e e et e s
2.03 ..., PrEfEITBA GIOCK L.ttt e e e ettt e r e ieeae e
204 ... COMIMDNBIOK L1 sttt e e e ee ettt a et et s s e e s et e st bttt e e e e e e e e e e
205 ..., Martgage Loans on Rea! Estate
206 ..., ReBIESAte ...t e
207 ... Short-Term Investment
208 ..., Other Invested Assets
200 ... Miscellaneous Assels not included in any of the above categories
2.9 ... Accrued Investment INCOME ...\ vvvveisverier e ceee e e eeeeeen,
299 ... B8 e e et e e et e e e er s
0 8 e e e e
32 ... BONAS ...\ v et e
Ko I Preferred S0tk .....ooveiitirr v
M ... Common Stock .....o.vieisiiie e
a0, Mortgage Loans on Real Estate
... REBIESIAIR ... et et e ettt ar et
7. Short-Term Investment
3.08 ... Othr IMVESIBAASSEIS ... ...t tiir s e v e ses s bins b ee e e e ee e e s e e e s ee e a e eteeneneeseeren e eere e s
.09 ..., Miscellaneous Assets not included in any of the above CBBIOFES .........eeeievirriniiriiiiirsiricsinie s e e ceneeines oo | ircenimimi i [
388 ... AcCried IMVESEMEAL INCOME ...ttt trr e s er e et iete et saesesaeereaenennensrnresiees | oereerereniis XXX XXX
389 ..., TOAIS .o et et aenaen e e e L e
401 ..., 0N e e e
4.02 ....... Bonds .. .......00un
403 ..., Preferred Stock
4.04 ..., Common Stock
405 ... Mortgage Loans onReal ESate ... ....iivniiiiiin e e
406 ... REalESIAE ..ot e
407 ... Short-Term Invastments ...
408 ... Cther Invested Assets
4.08 ......|[Miscellaneous Assets not included in any of the above categories
498 ... Accried IMVEStMERt INBOME ... .. ettt e et e
498 ... TOdaIS et e e e e et eyt e s

TSS8-2




PROPERTY AND CASUALTY SUPPLEMENT FCR THE QUARTER ENDING JUNE 30, 2012
OF THE U.S. BRANCH OF THE MAJESTIC INSURANCE CO.- IN CONSERVATICN

TRUSTEED SURPLUS STATEMENT
LIABILITIES AND TRUSTEED SURPLUS

LI 1 T T PO PI USRS

ADDITIONS TO LIABILITIES:

2. Ceded roinsurance Dalances PaYEEIE .. ... oot e e e e e e e st et a e a e s s ese s e reens |

KRl S O O SO OP TV TPRRT U PRTUTPTORY FRPPORUPP

4. Aggregate write-ins for other additions to liabilties

5, Total additions {Line 2 plus Line 3 plus Line 4)

B, TO0B [LNR TPl LII8 8] v\ v vv v ess e e st s s e drimr e e e e en e e e e e e et e e e ettt e e e e e e e et an et b e e

DEDUCTIONS FROM LIABILITIES:

7. Reinsurance recoverzble on paid osses and loss adjustment expenses:

7.1 AUTROIIZEE COMDANES. . ..o ev et ere i et e et e e e ah s et bbb ab 4 e s b s b e b e s b e s a s e

7.2 Unauthorized COMPANIES .. .u vttt iei ittt et e s et e e et t o aat tan taes s as e s s e s e e st e e eetn e e e e et e et et e

8. Special state deposits, not excesding net liabifties carried in this statement on business i each respective state:

8.1 Special state depesits {submit schedule)

8.2 Accrued interest on special state depesits...........ooeve

9. Agents' balances or uncollected premiums not

10, Unpaid reinsurance premiums receivable, not

0.1 Authorized companies, ..,.,.........

10,2 UNGUthOrZE COMPAIIES L. .\ ve et ses et tee e eh et cs e it ca bt et bi s e it st et s et e TE bt a e ta e et a e e e e e are s

11, Aggregate write-ins for other deductions from kabifities.

more than ninety day

axceeding losses anc

1
Currant Quarter

12, Total deductions (e T ARr0Ugh Line 1) L.t et e e e e e e i et et aeae

13, Total adjusted liabilities {Line & minus Line 12)

B TIUBIOEE SUTPIS ...ttt ieet et i et et ats et e st e ettt s et e r e et s et s et e e s e e g e s e e b e e rea ek £n s a s a f e e e ea e e et et etee e anan e as

LTI - S PP P PP PPN

{498, Summery of remaining write-ins for Line 4 from overfiow page

(499. Totals {Linz 0401 through Line 0403 plus Line

D48} [LINE ADOVE] ... oe s ittt et e r e s e e e s

1198, Summary of remaining write-ins for Line 11 from overfiow page

1199. Totals (Line 1101 through Line 1103 plus Line

1188) (Line 11 above)
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SUPPLEMENT FOR THE QUARTER ENDING JUNE 30, 2012 OF THE MAJESTIC INSURANCE CO.- IN CONSERVATION

DIRECTOR AND OFFICER INSURANCE COVERAGE SUPPLEMENT

Year To Date For The Period Ended June 3¢

NAIC Group Code; 0000 NAIC Company Code: 42269
If the reperting entity writes any director and officer {D&0) business, please pi
1. Monoline Policies N 0 N E
3
ot Direct
ted Losses
Eremum Eremium Incurred
LT L TR S,
2, Commercial Multiple Peril (CMP) Packaged Policies
2.1 Doss the reparting entity provide D&O liability coverage as part of a CMP packaged policy? Yes [ ) No [}
2.2 Canthe direct premium earned for D&O fiability caverage provided as part of a CMP packaged policy be quantified or estimated? Yes [} No [}
2.3 Ifthe answer to question 2,2is yes, provide the quantified or estimated direct premium eamed ameunt for D&O liability coverage In CMP packaged policies.
2.31 Amount quanifiec: S
2.32 Amount estimated using reasonable assumptions; S,

2.4 Iftheanswerto 2.11s yes, provide direct losses incurred {losses paid plus change in case reserves) for the D&O fiabllity coverage provided in
CMP packaged polictes. $

505






