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Net Income Per Share -- $0.86
Net Operating Income Per Share - $0.76
GAAP Combined Ratio —~ 96.3%

DES MOINES, lowa (July 26, 2006) - EMC Insurance Group [nc. (Nasdaq/NGS‘EMCI) today reported record second quarter
operating income of $0.76 per share ($10,392,000) for the sccond quarter ended June 30, 2006 compared to operating income of $0.34 per
share ($4.619,000) for the second quarter of 2005". For the six month period ended June 30, 2006, operating income was $28,457,000 ($2.08
per share) a5 compared to $14,648,000 (31.08 per share) for the same period in 2005. Net income, including realized investment gains/losscs,
was $11,815,000 (30.86 per share) for the second quarter of 2006 compared to $5,161,000 ($0.38 per sharc) for the second quarter of 20085,
For the six month period ended June 30, 2006, net income was $31,078,000 (82.27 per share) ag comparcd to $15,663,000 (51.15 per sharc)
for the same period in 2005.

“We are pleased to report another record-breaking quarter,” stated President and CEO Bruce G, Kelley. “Sccond quarter results
tend to fluctuate greatly from year to year depending on the impact of Midwest storms. Although therc have been some violent storms in
2006, we have been fortunate to not have significant cxposures in those areas.” Over the last decade, second quarter catastrophe and storm
losses have averuged 80.36 per share after tax. For the second quarter of 2006, catastrophe and storm losses totaled $4,762,000 (30.23 per
share after tax) comparcd to $5,980,000 ($0.29 per share after tax) for the same period in 2005, For the six month period ended Junc 30,
2006, catastrophe and storm losses tataled $6,902,000 (50,33 per share after tax) compared to $8,606,000 ($0.41 per share afer tax) for the
same period in 2005,

Premiums earned decreased 5.7 percent to $98,218,000 for the second quarter of 2006 from $1 04,202,000 for the same period in
2005, For the six month period cnded Junc 30, 2006 premiums earmed decreased 5.7 percent to $193,710,000 from $205,496,000 for the same
period in 2005. The majority of these decreases are attributed to the reinsurance segment and are ssociated with Employers Mutual Casualty
Company’s previously announced reduced participation in the Mutual Reinsurance Bureau (MRB) pool and the previously announced
changes 10 the quota share agreement with Employers Mutual. The property end casualty insurance segment also experienced a slight decline
in premiumsg eurned in the second quarter of 2006 as well as for the six month period ended June 30, 2006. On an overall basis, rate
competition ¢ontinucd to increase moderately in the property and casualty insurance marketplace during the second quarter of 2006 and
management expects markst conditions to remain competitive for the remainder of the ycar. Consequently, the Company's overall rate level
is expected to decline moderately during 2006.

Investment income increased }1.4 percent to $11,368,000 for the second quartcr of 2006 from $10,201,000 for the same period in
2003. For the six month period ended June 30, 2006, investment income increased 21.0 percent to $23,147,000 from $19,132,000 for the
same period in 2005. These increascs arc primarily attributed to the fact that all of the cash received from Employers Murual in the first
quarter of 2005 in connection with the change in pool participation has been fully invested,

As noted in the Company’s July 20, 2006 press releasc, the Company experienced $7,680,000 ($4,992,000 or $0.36 per share after
tax) of favorable development on prior years' direct case loss reserves stemming from finsl settlements of claims in the sccond quarter of
2006. For the first six months of 2006, the Company experienced $18,930,000 (812,304,000 or $0.90 per share after tax) of favorable
devclopment on prior years' dircet casc loss reserves stemming from final settlements of ¢laims. However, in the financial information
contained in this eamings relcase the Company is reporting $14,518,000 and 318,814,000 of favorable development on prior years' reserves
in the property and casualty insurance segment for the second quarter and first six months of 2006, respectively. The reported amounts of



favorablc development reflect an adjustment in the factors utilized to allocate the property and casualty insurance segment’s incurred but not
reparted (TBNR) reserve by accident year. This adjustment was initially impletnenred in the first quarter of 2006, and was again utilized in
the second quarter of 2006, to better match the expected development of claims that occurred in prior accident years with the allocation of the
IBNR reserve 10 those prior accident years,

It is important to note that the adjustment in IBNR factors did not have any impact on the net income amounts reported for 2006.
The only impact of this adjustment is that a greater amount of the June 30, 2006 IBNR reserve (but less than the March 31, 2006 amount) was
allocated 1o prior sccident years, and a corresponding smaller amount was allocared to the eurrent sccident year.

The Company's GAAP combined ratio was 96.3 percent in the second quarter of 2006 ¢ompared ta 103.9 percent in the second
quarter of 2005, For the six months ended June 30, 2006, the Company’s GAAP combined ratio was 90.3 percent compared to 99.3 percent
for the seme period in 2005.

At June 30, 2006, consolidated asscts totaled $1.1 billion, including $.9 billion in the investment portfolio; stockholders’ equity
was $278.6 million; and net book valuc of the Company’s stock was $20.29 pet share, an increage of 5.7 percent from $19.20 per share at
December 31, 2005.

The Company will host an earnings call in ¢conjunction with today’s release. The teleconference will begin at 11:00 am. eastern
daylight time, July 26, 2006, Dial-in information for the call is toll-free 1-800-295-3 991; passcode 17959632, The event will be archived and
available for digital replay through August 2, 2006. The replay access information is toll-fres 1-888-286-8010; passcode 26181634, A
webcast of the teleconference will be presented by Thomson Financial and can be accessed at hitp/Any.ccbu.com or fram the Company's
investor relarions pege at www.emcinsurance.com. The archived webcast will be available for onc year, A transcript of the teleconference

will also be available on the Company’s website shertly after the completion of the teleconference.

EMC Insurance Group Inc., the publiely-held insurance holding company of EMC Insurance Companies, owns subsidiaries with
operations in property and casualty insurance and reinsurance. EMC Insursnce Companies is one of the largest property and casualty entities
in Iowa and among the top 60 insurance entities nationwide besed an premium volume. For more information, visit our website
WWW.emcingiiranee. com.

The Privatc Securities Litigation Reform Act of 1995 provides issuers the opportunity to make cautionary statements regarding
forward-looking statements. Accordingly, any forward-looking statcment contsined in this report is based on management’s current beliefs,
assumptions and expettations of the Company’s future performence, taking into account all informarion currently available to management.
These beliefs, assumptions and expectations can change as the result of many possible events or factors, not all of which are known to
management. If a change occurs, the Company’s business, financial condition, liquidity, results of operations, plans and objectives may vary
materially from those expressed in the forward-looking statements. The risks and uncertainties that may effect the actual results of the
Company include, but are not limited to the following: catastrophic cvents and the occurrence of significant severe weather conditions; the
adequacy of loss and scttlement expense reserves: state and federal legislation and regulations; changes in our industry, interest rates or the
performance of financial markets and the general economy; rating agency actions and other risks and uncermainties inherent to the Company’s
business. When we usc the words “believe”, “expeet”, “anticipate”, “estimate”, or similer expressions, we intend to identify forward-looking
statemnents. You should not place undue reliance on these forward-looking starements.

"The Company uges & non-GAAP financial measure celled “operating income™ that management believes is useful to investors
becausc it illustrates the petformance of our normal, ongeing operations, which is important in understanding and evaluating our Anancial
condition and results of operations. While this measure is consistent with measures utilized by investors to evaluate performance, it is not a
substitute for the U.S. GAAP financial measure of net income. Therefore, we have provided a reconciliation of this non-GAAP financial
measure to the U.S. GAAP financial measure of net income in the Consolidated Statcments of Income schedule contained in this release.
Management also uses non-GAAP finaneial measures for goal sewting, determining employee and senior management awards and

compensation, and cvaluating performance.



CONSOLIDATED STATEMENTS OF INCOME - UNAUDITED

Property and
Casualty Parcnt
Quarter Ended June 30, 2006 Insurance Reinsurance Company Consolidated
Revenues:
Premiums e8rmed v rraeeer 3 79,895,345 § 18,322,576 § - 3 98,217,921
Invesiment income, net 8,428,243 2,875,891 64,293 11,368,427
OhEr IMEOME —.ooeovvvvicrriiseseeressesssse s sses et sestesssnsassaons 207,499 16,834 - 224,333
88,531,087 21,215,301 64,293 109,810,681
Losses and expenses:
Losses and settlemnent eXpenses ....o.oooceveveeveeeececviivineons 46,965,551 13,146,247 - 60,111,798
Dividends to policyholders .......ooveeeivieeeeeeee s 1,739,425 - - 1,739,425
Amortization of deferred policy acquisition costs .........., 18,347,577 4,146,844 - 22,494,421
Other underwriting expenses ... 10,208,438 32,160 - 10,240,598
INTETeST BXPEIISE .. ..ovrevrsvviveerserssssssssssestressassssesssrssrssrnsnons 193,125 84,975 - 278,100
Other BXPENSES ........ccvvumvririsnrsrarssessserseessssmsererssensssseness 466,678 (2,015) 164,053 628,716
77,920,794 17,408,211 164,053 95,493,058
Operating income (loss) before income taxes .............. 10,610,293 3,807,090 (99,760) 14,317,623
Realized invesment fains .o.veneneiimimmimiessin 1,852,727 335,167 - 2,187,894
Income (loss) before ifCOME tAXES . ovvvvrrresrereressmiesses 12,463,020 4,142,257 (99,760) 16,505,517
Income tax expense (benefit):
Lo 4,474,488 1,087,270 (34,916) 5,526,842
DeEfeITed ....viv e ceeensesiesssisiassone e eesce oo eeees s (842,031) 6,180 - (835,851)
3,632,457 1,093,450 (34.916) 4,690,991
Net Income (1088) -vvuvrsvmviriersreorssresrsrsssssisessensmssmersenn.s 5 8830563 _§ 3048807 § (64,844) § 11,814,526
Average shares ouistanding ........ T 13,718,236
Per Sharc Data: .
Net income (loss) per share - basic and diluted .o, $ 0.64 3 022 % - 3 0.86
Decrease in provision for
insured cvents of prior years (8Ref 12X) .....recvuvervevrnens 3 069 % 008 3§ - 3 0.77
Canastrophe and storm losses (after 1ax) oovooovevievrevnnee., $ 023) 8 - 8 - 3 (0.23)
Dividends per share ..........vvvonivennesmcnsesssssoinen. 3 0.16
Other Informgtion of Interest:
WHHED PICIMIUIN 1ot vnereras e reesenenees 3 82,028,290 § 16,573,437 § - 8 98,601,727
Decrease in provision for
Insured events of PHOT YEATS ...oovvoevoeececerevsvssrserens $  (14,517,808) 3 (1,823364) § - 3 (16,341,172)
Catastrophe and StOT 10SSE5 .vuvereseronrnnemoeeseeeeern 3 4,758,386 § 3,229 % - 3 4,761,615
GAAP Combined Ratig;
LOSS TAHO .....ooceccremrsrovarensnereresrsesssssenssssssesssssersnsssanennss 58.8% 71.7% - 61.2%
EXPEOSC TAHO oo as e s esnmesass 37.9% 22.9% - 35.1%
96.7% 94.6% - 963%




Property and

Casualty Parent
Quarter Ended June 30, 2005 Insurance Reinsurance Caompany Consolidated
Revenues:
Promiumns CaIMCd vt reres 3 81,177327 § 23,024,882 % - § 104,202,209
INVeStmEent MEOMEC, TI8T 1ovcvecveeeeeec s corrsvraereerserstensrsees 7,488,089 2,665,174 47,274 10,200,537
Oher INCOME cvvvnviiiosiioninintecssseeneeeee oo eeeres s 147,574 - - 147,574
88,812,990 25,690,056 47,274 114,550,320
Losses gnd expenses:
Losscs and settlement eXpenses ..o e ereesesoronnas 59,118,497 14,425,179 - 73,543,676
Dividends to policyholders ............ooovvvsvrersversreesssserens 791,213 - - 791,213
Amartization of deferred policy acquisition costs ............ 18,480,589 5,240,661 - 23,721,250
Other UNdErWIiting SXPENSES vuevoreeeereereeeeeeeerevsssersessesenns 8,522,304 1,669,381 - 10,191,685
IDLETESt EXPENSE —.vvvvivrrerersesnsieeressosssseseseestsenneeesoe oo oo, 193,125 84,975 - 278,100
OthCT CAPRISES .o ettt 247,520 - 260,870 508,390
87,353,248 21,420,156 260,870 109,034,314
Operating income (loss) before income taxes .....ov.ni 1,459,742 4,269,860 (213,596) 5,516,006
Realized INVESIMENt ZHINS .ovvs vt s eessens 811,547 21,690 - 833,237
2,271,289 4,251,550 (213,596) 6,349,243
661,538 1,220,664 (74,758) 1,807,444
(550,715) (68,144) - (618,859)
110,823 1,152,520 (74,758) 1,188,585
Net ineome (1055) woueeerreomieriricnsesssssssssessesnsennn. $ 2,160,466 % 3,135,030 § (138,838 § 5,160,658
Average shares outstanding ,.....ouevuveemeonnsresssseoono, 13,602,194
Per Share Dara:
Net income (loss) per share - basic and diluted ..., § 016 § 023 § (0.01) 8 0.38
(Increase) decrease in provision for
insured events of prior ycars (after tax) ...............oo.... 0.12) 3 002 § - 8 (0.10)
Catastrophe and stotm losses (after tax) ......... (0.28) 5 0.01) 8§ - % (0.29)
Dividends per share .........vvviveoinrssssiseroneeeeer oo, $ 0.15
Other Information of Tnterest:
WIHER PrEMIUM 1ivverenseiesiececoeeceeeceee e verssssssrsnesessesesssons 3 84,353,598 § 21,773,088 § - 3 106,126,686
Increase (decrease) in provision for
insured events of Prior YEars v eeeeeereeeeeeeeeenn, b 2,490,160 § (439,415) § - 8 2,050,745
Catastrophc and Storm 108685 vu.vvvvrveresosionsoennnneseeeoon § 5,776,404 $ 204086 § - 8 5,980,450
GAAP Combined Ratio:
LT L OO 72.8% 62.7% - 70.6%
BXPEISE THHO wverversarsereneeceoeeeree e eosss et sssessses s seson. 34.3% 30.0% - 33.3%
107.1% 92.7% - 103.9%




Praperty and

Casualty Parent
Six Months Ended June 30, 2006 Insurance Reinsurance Company Consolidated
Revenues:
Premiums €arfed ,.....ouvivinnisssrsrsrisensorsesrsnssseesssssesessass 157,638,116 36,072,003 8 - 8§ 193,710,119
17,092,187 3,945,722 108,964 23,146,873
316,059 16,834 - 332,893
175,046,362 42,034,559 108,964 217,189,885
Losses and expenses;
Losses and settlement eXPenses ............ocoocevvenverseesonrens $2,605,473 25,924 354 - 108,529,827
Dividends to policyholders ............ccoooooevicvvinvevrerserenees 2,731,143 - - 2,731,143
Amortization of deferred policy acquisition costs 36,694,468 7,297,082 - 43,991,550
Other underwriling eXPEnSCS w.uurimeimsnierssmeresnms oo, 13,812,043 859,152 - 19,671,195
IDLETESt BXPENSE ..........ovvvrvercrvvrnranrvens e ssersssssins 386,250 169,950 - 556,200
Oher EXPENSCS vovvimucirsniisctiicc e eee e eeee e seseeeens 726,585 - 351,868 1,078,453
141,955,962 34,250,538 351,868 176,558,368
Operating income (loss) before inCOmMe taxEs .ovrire veee 33,090,400 7,784,021 (242,904) 40,631,517
Realized investment GAMS «........oco.cooooeevevvrissvessserevenens 3,383,768 649,001 - 4,032,769
Tucome (loss) before INCome taXes .........cvevererereseseeens 36,474,168 8,433,022 (242,904) 44,664,286
Income tax expense (henefit):
12,462,626 2,485,237 (85,016) 14,862,847
(1,034,017) (242,929) - (1,276,946)
11,428,609 2,242,308 (85.016) 13,585,901
Net Income (I055) .occovevvveivrsrsisesescsesssssesessssssnn . 25,045,559 6,190,714 § (157,8%8) § 31,078,385
Avcrage shares ouISIANGING ... vovvemverererinrinersrsesesesessesnens 13,690,586
Per Share Data:
Nect income (loss) per share - basic and diluted 1.83 045 % (001) § 2.27
Decreasc in provision for insured
evenls of prior years (After taX) ..oooovveevcrcreceecvrcr e 0.89 012 s - 8 1.01
Carastrophe end storm losses (after tax) (0.32) .01 § -« 8 (0.33)
Dividends per SH8IE .vovuriruecsinoeceeceeececeecrerssesenesmaene 3 0.32
Baok VAIUE PO SHAIC cvvoveeececoeeeccee e eeseeens $ 20.29
Effective tax m80 vumvevesresec e 30.4%
Net income g5 a percent of beg. SH equity 23.7%
Other Information of Interest:
WIItER PrEMIMM ......c..pvvuimnncrrarsrcnssesssrssensesossscsennonn. 156,707,889 30,023,351  § - § 186,731,240
Decrease in provision for
insured events of PriOr YOaTS vunmiecseeeeeeererssressores (18,813,828) (2,562,390) § - 5§ (21,376,218)
Catastrophe and STOrm 108585 wvvvveureneveerssnssnessnnnn 6,697,724 203,999 § - 8 6,901,723
GAAP Combined Ratio:
LOSS 1RO 1vvvirseseinsiivisecrmaseeeseeeeareereeseeeeeeeyerrersvsssesssnessens 52.4% 71.9% - 56.0%
EXPEOSE TALO iviesiiiiiemeneceeeeecreeceeeeecetvaresesesesrsssersssese sesn, 36.9% 22.6% - 34.3%
89.3% 94.5% - 90.3%




Property and

Casualty Parent
Six Months Ended June 30, 2003 Insurance Reinsurance Cormpany Consolidated
Revenues:
Premiums €atned ... ervevesiesemssnnevesmmeenssne $ 160895599 § 44,600,680 § - § 205,496,279
Investment income, NEL ..o 13,829,570 5,160,451 142,226 19,132,247
Other INCOME .....ooeeeeeeeec e eeeeen 243,670 - - 243,670
174,968,839 45,761,131 142,226 224 872,196
Losses and expenses:
Losses and setllement EXPEnEes ..o erirnvivsnsesrsissesnns 106,249,408 30,137,276 - 136,386,684
Dividends to policyholders .........cccoeeeeeecomeemeeececene 2,342,072 - - 2,342,072
Amortization of deferred policy acquisition costs ..., 36,695,579 9,512,382 - 46,207,961
Other undetwriting expenses 16,139,342 2,952,419 - 19,091,761
INtErest EXPENSE «.cocverveeecevreeereeeeecee e genene 386,250 169,950 - 556,200
Other eXPENSES ...........cccvvcvevirerrsivsressssmesississsarnesisines 418,849 - 495,671 914,520
162,231,500 42,772,027 495,671 205,499,198
Operating income (loss) before income taxes .............. 12,737,339 6.989,104 (353.445) 19,372,998
Realized invesment gains (10S8€8) wvuovveoeeeeeceeeeeececgrereoee. 1,678,661 (116,982) - 1,561,679
Income (loss) before income taxes .........ccooovevvereeeeenen. 14,416,000 6,872,122 (353,445) 20,934,677
Income 1ax expense (benefi):
CUITENL ... s s s ressss s rsres 6,087,704 1,341,972 (143,839) 7,285,837
DEferred ... v eecvssse s rvessereseastoes (2,406,737) 373,337 18,986 (2,014,414)
3,680,967 1,715,309 (124,853) 5,271,423
INEt INCOME (1055 11vrervervrervecrirereesissessersmasrensessmnersessrasae 5. 10,735,033 § 5,156,813 $ (228592) % 15,663,254
Average shares OUSIANAINE +vvorirvrerirrsinriesssrsesrssrsissesssan: 13,593,652
Per ta:
Net income (loss) per share - basic and diluted ................ $ 079 % 038 % 0.02) 3 1.15
(Increase) decrease in provision for
insured cvents of prior years (after tax) .........occooe....... $ 019 § 00D 5 - 3 0.18
Carastrophe snd storm losses (after tax) 036) § 0.05) 3 - 8 (0.41)
Dividends per hETS ..oovveevesrisesssssirermronerenes b 0.30
Book value Per Share .......vereriessismsmsesssissisesessnens $ 17.88
Effective taX TBIE s e et eeeeeeseseeseeseres 25.2%
Netincome as a percent of beg. SH equity «......oeeeveeeecne.n. 13.7%
Other Information of Interest:
Witten Premitm .......ovvvoncreenmmrermmmeriesssersssssessees $ 190,206,730 % 43,007,591 § - § 233,214,321
Increase (decrease) in provision for
msurcd events of prior years ...........coeoeeeiivirirnne $ (4,102,933) § 267,355 § - 3 (3.835,578)
Catastrophe and Storm 10855 ..........cc.oveeveeverseeerrreerens b 7,540,121 % 1,065,671 3 - 3 8,605,792
GAADP Combincd Ratio:
L0BB TRHO vt bt 66.0% 67.6% - 66.4%
EXPENSE 1O 1vivivrrere s vevnivninnstinssnssisressssnsssomssns 34,3% 27.9% - 32.9%
100.3% 95.5% - 99.3%




The Cormpany had total cash and invested assets with a carrying valuc of $932.1 million and $950.1 million as of June 30, 2006
and December 31, 2003, respectively. The following table summarizes the Company's cash and invested assets as of the dates indicated:

June 30, 2006
Percent of
Amortized Fair Total at Carrying

(% in thousands) Cost Value Fair Valuc Value
Fixed maturity securitics held-to-maturity ..o, F 19706 $ 19,821 2,1% & 19,706
Fixed maturity securitics available-for=sale v, 765,699 761,348 81.7% 761,348
Equity sccurities available-for-5a1€ ..vviverecsenrnsseescresoresnnn.. 70,704 96,373 10.4% 96,373
€M bt et ees s b 264 264 - 264
SHOTt=TEr IVESHTIEIILS vovivsvevirersorarssesisesnoeeeeseseeeoeesoeoooe oo 51,551 51,551 5.5% 51,551
Other long=ternm iNVESIMENTS ...vvvveriveecsmrenserssssserensns e 2,902 2,902 0.3% 2,902

§ 910,826 § 5327259 100.0% 8§ 932,144

RSN e S
Dccember 31, 2005
Percent of
Amortized Fair Total at Carrying

(5 in thousands) Cost Value Fair Value Value
Fixed marurity securitics held-to-maturity .................coooooovenne,., 5 19,794 8 20,179 21% $ 19,794
Fixed maturity securities available-for-sale .vuoosernnenrensnnon. 782,767 795,056 83.6% 795,056
Equity securities available-Tor-sale 66,116 93,343 9.8% 93,343
Cash e 333 333 - 333
Short-tertt IMVESHNENS . vvvieererseveseeinas 37,346 37,346 4.0% 37,346
Other Jong-tcrm INVESIMENTS .u.vvvmrmrerinisivimeensssessanens s 4,270 4,270 0.5% 4,270

$ 910.626 ¥ 950,527 100.0% 3§ 950,142

- ———— ] [——— i 1 R ——

The amortized cost and estimated fair values of fixed maturity and equity securitics at June 30, 2006 were a5 follows:

Held-to-Maturity

Gross Gross
Armortized Unrealized  Unrealized Estimated
(8 in thousands) Cost Gains Losses Fair Value
U.S. treasury securitics and obligations of
U.S. government corporations and 8Zcncies ... 5 18998 3 73 3 1 3 19,070
Mortgage-backed SCEURHES 1. .c...oceeeeecece v ee s enresssesns 708 43 - 751
Total securities held-to-maturity o eeisrerscoreeeeeoesen, 3 19,706 8§ 116 ] 1 S 19,821
AT —— e —
Available-for-Sale
Gross Gross
Amortized Unrealized  Unrealized Estimated
(8 in thousands) Cost Gains Losses Fair Value
U.S. treasury securities and obligations of
U.S. government corporations end agencies v .o, § 375,923 3 [ $ 11264 3 364,665
Obligations of states and political SUBAIVISIONS vv.uervreerssvessionee. 251341 5,758 791 256,308
Mortgage-backed SECUTIEICS uvvnvmvisisciere e 19,013 802 193 19,622
Public utility SECUITHES .....eveeeeeeece s rest st 6,004 207 - 6,211
Debt securiries issucd by foreign governments ........., 6,975 68 109 6,934
Corporate SECUTILIES .........v v rcisvsnsesresesiste oo 106,443 2,541 1,376 107,608
Total fixed maturity securities ........... 765,699 9,382 13,733 761,348
COMIMON STOCKS ...oooeorrvvssnnsenmerssstses ettt e eeses 67,204 27,943 2,244 92,903
Non-redeemable preferred §t0CKS ..ovovvenmireerrversisissonee oo, 3,500 - 30 3,470
Total cquity SECUIHES .- c.v.eeeocrs s srenscesesessesnmeeneon. 70,704 27,943 2,274 96,373
Total securities available-for-5ale .iuvuereinensroereeere e, $ 836403 § 37325 $ 16,007 § 857,721
Y S — T ——



CONSOLIDATED BALANCE SHEETS - UNAUDITED June 30, December 31,

2006 2005
ASSETS
Investmients:
Fixed maturities:
Securities held-to-maturity, at arnortized cost
(fair value $8,917,452 and $18,287,704) ...uurvinorocioneroeeeeeeererrreens § 8,804,993 3 17,927,478
Securities available-for-sale, at fair value
(amnortized cost $736,752,143 and $740,845,145) oo 733,000,761 753,399,943
Fixed maturity securities on loan:
Sceuritics held-to-maturity, at amortized cost
(fair value $10,903,406 and $1,891,504) .cccvriironneveoeen e eserreeeeen 10,901,088 1,866,928
Sccuritics available-for-sale, at fair value
(amortized cost 328,946,474 and $41,322,225) ...rvvnrcinninemninninianin 28,347,643 41,656,150
Equity seeurities available-for-sale, at fair value
(cost £70,703,689 and $66,115,755) 96,373,067 93,343,172
Other long=term INVESHMENLS, BE COBE viverrrriimrerseecsssiesessssssssoeemeooeeooeeeses oo 2,901,957 4,269,566
ShOrt-term INVESTINENTS, A COSE ...ovovoveeervs e eessssersererstos et esessesesssoneesesee oo 51,551,412 37,345,456
TOtEl IMVESIINENLS 1oiviviiittie v es e sa e s b esns s seseeets 931,880,921 949,808,693
Balances resulting from related puarty transactions with
Employers Mutual:
ReINSUrANCe rEERIVADIES ....vrrsmsrimsinsnssisressisissessosseseenssoms e seseeseeessseesses 40,705,138 46,372,087
Prepaid reinSurance Premitms .......o.oveecveeoieenssssesesersssesson b oo 4,685,637 4,846,084
Deferred policy aCqUISIION COSLS v.......mvcveececeeceece v sersssenssessssaenes 32,653,655 34,106,217
Defined benefit retircment plan, prepaid asset 4,469,184 5,633,370
OhEE BSSETS ...pmvvrvrrrvvrrerssies i st stssesesen e eemsee s soeseeeeeeeseese e esse oo s 4,126,629 2,281,025
Indebtedness of rel81ed PAITY vuviveineriosieriossies e oo seoeeesonesson, 1,552,476 .
QSR e bt eeee e et ot ettt et e s st e 264,020 333,048
Accrued investment income 11,076,191 10,933,046
Accounts receivable (net of allowanee for uncollectible
accounts of $0 and $0) 656,555 211,595
DofeITed INCOME tAKES .....cooeereeerrarsesssrsrissisassisstsssesaeten e e oeseseeseos oo esseeees. 21,155,257 13,509,369
Goodwill, at cost less accumulated amortization
0f 52,616,234 and 32,616,234 ..covvuniiimninismsncseien e eeeeeeeeessssessssseomsssesn e 941,586 941,586
Securities lending collaternl ... e 40,641,563 44,705,501
Total asscts et $ 1,094,808,812 $ 1,113,681,621
LIABILITIES .
Balances resulting from rclated party transactions with
Employers Mutual:
Losscs and Settlement eXPenses ... seisisissstessermnn s osoeon, 3 540,318,572 3 544,051,061
UNEamed PIEmiUINS vt eere e eeeeemsess venpessesseresesssssseseosmsmmes e eee. 154,206,368 160,693,288
Other policyholders’ funds 5,803,510 5,359,116
Surplus notes Payable ..........oocveiiiee et 36,000,000 36,000,000
Indebtedness to rclated party - 19,899,329
Employee retiretnent plans .uvmimssner e ooresoesies 14,547,105 13,681,388
Other HabIlties ...t eeeses s 20,793,260 21,764,255
INCOME tAXES PAYBDIC covvusiriusirirnreosi e oo seerssesssees st esssssessteeeeseeeeeeee e 3,922,353 5,644,516
Securities [ending ObHERHOM wouuvvvervoiteiove oo es e osoe e 40,641,563 44,705,501
Total HADIHHIES 11iinrivisesrvrreearsssssenesssaosssessssssonsan 11811 e sasavas senerenvaraes 816,232,731 851,798,458
STOCKHOQLDERS' EQUITY
Cornmon stock, 51 par value, suthorized 20,000,000
shares; issued and outstanding, 13,727,542
shares in 2006 and 13,642,705 Sharcs in 2005 ......occoereeereeeveseeeessssesens 13,727,542 13,642,705
Additional paid-in capital eeevereveeenreioeeeea 106,543,454 104,800,407
Accumulated other comprehensive income 13,642,005 25,470,039
RetaNed CAIMINES wvvuucrecceeoe oo st isisrssssis st e s 144,663,080 117,970,012
Total stockholders’ equity . 278,576,081 261,883,163

Total liabilities and stockholders’ equity - s 1,094,508.812 $ 1,113,681,621
w w



NET WRITTEN PREMIUMS

Three Months Ended June 30, 2006 Six Months Ended June 30, 2006
Percent of Percent of
Increase/ Increase/
Percent of (Decrease) in Percent of (Decrease) in
Net Written Ner Wrinten Net Written Net Written
Premiums Premiumg Premiums Premiums
Property and Casuslty Insurance (1)
Commercial Lines:
AUtomobile ..o, 19.6 % (0.9) % 193 % @)%
Liability 188 % 28 % 18.7 % 29 %
PIOPETLY wovverrnerecsssemsinrereeememeseeeesemmeee 157 % (33 % 153 % (24) %
Workers' Compensation ... 141 % (53) % 14.7 % (2.0) %
Other . ettt s 25 % 183 % 22 % 16.6 %
Total vt 70.7 % 0.9 % 70.2 % 0.4) %
Personal Lines:
AUtomobile ..o 64 % (15.8) % 66 % (16.4) %
Property 59 % (8.5) % 54 % 8.2) %
Liability 0.2 % 11 % 02 % 1.7 %
TOtAl oot vsereene 125 % (123) % 122 % 2.7 %
Reinsurance (2) oo 16.8 % 23.9) % 176 % (22.2) %
TOAL ..o raererse s srrer e e 100.0 % 100.0 %

(1) Excludes $29,630,612 portfolio adjustment related to the January 1, 2005 change in the Company's aggregate

participation in the pooling arrangement.

(2) Excludes $3,440,024 negative portfolio adjustment related 1o the January 1, 2006 reduced participation in the

MRB pool.



