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SECTION ONE : SUMMARY AND ATTRIBUTION



PROPERTY CASUALTY COMPANY PEER GROUP INVESTMENT COMPARISONS

SUMMARY
PERIODS ENDING DECEMBER 2006

Over the last five years, the total portfolio outperformed the life-health industry median and
outperformed the Custom BCBS Peer median, ranking at the 89" and 88" percentiles
respectively. Over the last ten years, the total portfolio outperformed the life-health industry
median as well as the Custom Peer median, ranking at the 84" and 81% percentiles respectively.

During the five-year time period, Sample Co.’ s positive incremental return from active
management (120bp) overwhelmed the positive impact of its greater equity alocation (40bp
and 30bp). During the ten-year time period, Sample Co.’ s positive incremental return from
active management was 50bp and the positive impact of its greater equity allocation was 80bp
and 60bp relative to the industry and peer group medians.

Sample Co.’s average equity allocation was 54%, the industry average was 2%, the BCBS Peer
Group average was 16% over the five-year period. For the ten-year period, equity alocations
were 44%, 2% and 16%.

The equity portfolio outperformed the industry median equity portfolio in three of the last five
years and ranked at the 72™ percentile for the cumulative five-year period. The equity portfolio
ranked at the 63" percentile over the cumulative ten-year period.

The domestic equity portfolio style has developed a significant growth bias in recent periods.
The underperformance due to the growth bias has been offset by strong international
performance and positive alpha from core and growth managers.

The equity portfolio’s growth bias is the result of drift toward a core style by the two value
managers. Further, both value managers performance relative to their individua style
universes has been poor (see pages 13, 18 and 20).

The fixed-income portfolio outperformed the median life-health fixed-income portfolio in four
of the five years and ranked at the 53" percentile for the cumulative five-year period. The
fixed-income portfolio ranked at the 28" percentile over the cumulative ten-year period.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

ATTRIBUTION ANALYSIS - FIVE YEARS

The data below summarizes the Sample Co.'s investment return and compares that
return to the property-casualty industry and to the peer group median returns.
Total return differences are then attributed to the primary explanatory variables: 1)
average asset allocation, and 2) active management.

Five-Year Summary Returns

Wdlmark Industry Median BCBS Peer Median
Total Return 7.3 5.6 5.8
Equity Return 8.6 6.4 6.4
Fixed-Income Return 5.7 5.6 5.6
Average Equity Allocation 54 2 16

Attribution of Incremental Return

Incremental Return Rdativeto:

Industry M edian BCBS Peer Median
Total Incremental Return 1.7 1.5
From Asset Allocation 0.4 0.3
From Active M anagement 12 1.2
Market Timing/ Resdual 0.1 0.0
17 15
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

ATTRIBUTION ANALYSIS - TEN YEARS

The data below summarizes the Sample Co.'s investment return and compares that
return to the property-casualty industry and to the peer group median returns.
Total return differences are then attributed to the primary explanatory variables: 1)
average asset allocation, and 2) active management.

Ten-Year Summary Returns

Wedlmark Industry Median BCBS Peer Median
Total Return 7.6 6.6 6.8
Equity Return 9.9 8.4 8.4
Fixed-Income Return 6.1 6.4 6.4
Average Equity Allocation 44 2 16

Attribution of Incremental Return

Incremental Return Rédativeto:

Industry Median BCBS Pear Median
Total Incremental Return 1.0 0.8
From Asset Allocation 0.8 0.6
From Active Management 0.5 0.5
Market Timing/ Resdual -0.3 -0.3
1.0 0.8
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SECTION TWO : RETURN DISTRIBU TIONS



LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Return Distributions
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® Sample Co. Measurement Periods
Equity
Return Percentile 2002 2003 2004 2005 2006 5 years
95th -3.6 409 239 14.7 26.8 14.6
75th -10.5 31.8 156 7.4 19.7 9.0
50th -18.8 289 121 4.8 15.7 6.4
25th -21.9 25.2 9.5 3.0 12.8 4.8
5th -29.4 189 4.3 1.0 5.8 1.2
Sample Co. Return -194 36.5 14.6 6.5 12.7 8.6
Rank 46 pctl 86 pctl 68 pctl 66 pctl 24 pctl 72 pctl

Sample Co.'s equity portfolio outperformed the median life-health company equity

portfolio in three of the last five calendar years. Over the cumulative five-year time
period, Sample Co.ranked in the 72nd percentile with an annualized equity return of
8.6 versus the median life-health equity return of 6.4. The S&P 500 Index return was
6.2 percent for the five-year period.
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Life Health Company Peer Group Investment Comparisons

Fixed Income Return Distributions
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* Sample Co. Measurement Periods
Fixed
Return  Percentile 2002 2003 2004 2005 2006 5 years
95th 14.8 8.9 8.5 55 6.7 7.2
75th 124 6.6 6.0 3.3 5.5 6.3
50th 105 5.5 4.4 2.5 4.8 5.6
25th 94 438 3.7 1.7 4.2 5.0
5th 7.7 3.3 2.1 0.8 3.0 4.1
Sample Co. Return 10.7 5.3 4.6 2.9 4.9 5.7
Rank 54 pctl 44 pctl 53 pctl 63 pctl 54 pctl 53 pctl

Sample Co.'s total fixed-income portfolio outperformed the median life-health company
fixed-income portfolio in four of the last five years. Over the cumulative five-year time
period, Sample Co. ranked in the 53rd percentile with an annualized fixed-income
return of 5.7 versus the median life-health fixed-income return of 5.6. The Lehman
Aggregate return for the five-year period was 5.1 percent.
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SECTION THREE : EQUITY ANALYSIS
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Style Analysis - Returns Based

Sample Co. vs. Russell Style Indexes

Based on 36 Monthly Rolling Returns

Periods Ending December 2006
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The above chart depicts Sample Co.'s equity portfolio style based on the pattern of the
portfolio's returns over the last nine years. Sample Co.'s equity portfolio style is
shown relative to the Russell style indexes for rolling three-year time periods, with
the most recent period depicted by the largest of the red markers. Individual equity
managers' style for the most recent period is depicted by the blue markers.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

FQUITY ATTRIBUTION ANALYSIS

for the five years ending December 2006

Total Equity Portfolio

Security Style
Selection 94%
6%

The majority (94%) of Sample Co.'s equity portfolio's incremental performance is
explained by its style bias. The remaining 6% is due to security selection.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Index Returns

50

BRussell Top 200 Growth
Russell Top 200 Value
Bs2P500

m = Bl I o BRussell 2000 Growth
DORussell 2000 Value
Bwelmark Equity
-50
2002 2003 2004 2005 2006 5Yr
Index 2002 2003 2004 2005 2006 5Yr

Russell Top 200 Growt -28.0 26.6 3.7 2.9 8.6 11

Russell Top 200 Value -18.0 26.8 13.3 4.6 23.0 8.7

S&P 500 -22.1 28.7 10.9 4.9 15.8 6.2

Russell 2000 Growth -30.3 48.5 14.3 4.2 134 6.9

Russell 2000 Value -11.4 46.0 22.3 4.7 235 15.4

Sample Co. Equity -19.4 36.5 14.6 6.5 12.7 8.6
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Index Returns
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-10
2006 3Years 5Years 7 Years 10 Years
Index 2006 3 Years 5Years 7 Years 10 Years

Russell Top 200 Growt 8.6 5.0 11 -6.3 4.8
Russell Top 200 Value  23.0 134 8.7 51 9.9
S&P 500 15.8 10.4 6.2 1.1 8.4
Russell 2000 Growth 13.4 10.5 6.9 -0.2 4.9
Russell 2000 Value 23.5 16.5 154 16.2 13.3
Sample Co. Equity 12.7 11.2 8.6 4.4 9.9
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Cumulative Return Distributions: Large Cap Core
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Cumulative Time Periods ending December 2006
Equity
Return Percentile 1 Year 3 Years 5 Years 7 Years 10 Years
95th 254 16.2 11.3 5.8 12.8
75th 19.6 12.4 8.0 2.9 9.9
50th 15.8 10.4 6.2 1.1 8.4
25th 12.5 8.5 4.2 -0.7 6.8
5th 7.0 4.9 1.6 -3.9 4.2
Sample Co. Returi 16.6 10.9 6.2 1.3
Rank 55 pctl 56 pctl 50 pctl 53 pctl

Sample Co.'s Large-Cap Core manager outperformed the median life-health company Large-Cap Core equit
portfolio in the one, three and seven-year periods and equaled the median in the five-year cumulative time period

ending 12/2006.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Cumulative Return Distributions: Large Cap Value
40
30 95th
75th
50th
g 2. 25th
(&)
@ ° ..
@
10 — —
E L °
< d
i
-10
-20 1 Year 3years 5 Years 7 years 10 years
® Sample Co. Measurement Periods
Cumulative Time Periods ending December 2006
Equity
Return Percentile 1 Year 3 Years 5 Years 7 Years 10 Years
95th 31.3 215 16.4 12.4 15.2
75th 26.1 17.2 12.5 9.5 12.4
50th 22.2 15.1 10.9 7.8 11.0
25th 18.9 12.8 8.7 5.9 9.3
5th 13.5 9.3 6.4 2.6 7.3
Sample Co. eturn 15.7 8.4 7.2 5.1 9.5
Rank 14 pctl 3 pctl 12 pctl 21 pctl 29 pctl

Sample Co.'s Large-Cap Value manager underperformed the median life-health company Large-Cap Value equity
portfolio in the one, three, five, seven and ten-year cumulative time periods ending 12/2006.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Cumulative Return Distributions: Large Cap Growth
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Cumulative Time Periods ending December 2006
Equity
Return Percentile 1 Year 3 Years 5 Years 7 Years 10 Years
95th 20.3 13.5 8.2 0.3 10.3
75th 13.2 9.2 4.9 -2.8 7.2
50th 9.1 6.9 2.7 -4.9 5.4
25th 51 4.9 0.7 -6.8 3.8
5th -1.4 0.8 -2.5 -10.5 0.6
Sample Co. Return -3.8 4.8 4.2 -1.4 7.4
Rank 2 pctl 24 pctl 67 pctl 84 pctl 77 pctl

Sample Co.s Large-Cap Growth manager underperformed the median life-health company Large-Cap Growtt
equity portfolioin the one and three-year periods and outperformed in the five, seven and ten-year cumulative time
period ending 12/2006.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Cumulative Return Distributions: Small Cap Value
40
95th
30 75th
50th
S 20
= 25th
iz ° °
— | @ | — —&—
S 10
E 5th
<
i
-10
0 1 Year 3years 5 Years 7 years 10 years
® Sample Co. Measurement Periods
Cumulative Time Periods ending December 2006
Equity
Return Percentile 1 Year 3 Years 5 Years 7 Years 10 Years
95th 36.7 28.2 234 23.7 19.6
75th 28.8 20.4 18.2 19.4 15.9
50th 23.5 16.5 154 16.2 13.3
25th 18.2 13.1 12.1 13.6 11.3
5th 7.9 8.6 7.4 9.4 7.2
Sample Co. Xeturn 15.0 14.3 13.0 13.5 13.2
Rank 20 pctl 34 pctl 33 pctl 24 pctl 49 pctl

Sample Co.'s Small-Cap Value manager underperformed the median life-health company Small-Cap Vaue equity
portfolio in the one, threeg, five, seven and ten-year cumulative time periods ending 12/2006.
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LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Equity Cumulative Return Distributions: Small Cap Growth
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Equity
Return  Percentile 1 Year 3 Years 5 Years 7 Years 10 Years
95th 33.5 23.2 18.2 9.3 13.3
75th 22.0 14.2 10.2 3.4 8.4
50th 13.4 10.5 6.9 -0.2 4.9
25th 6.5 6.1 3.4 -3.8 19
5th -4.5 -0.6 -3.1 -9.9 -3.3
Sample Co. Return 14.3 14.0 121 4.3 8.7
Rank 54 pctl 74 pctl 80 pctl 78 pctl 76 pctl

Sample Co.'s Small-Cap Growth manager outperformed the median life-health company Small-Cap Growth equit
portfolio in the one, threeg, five, seven and ten-year cumulative time periods ending 12/2006.
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SECTION FOUR : FIXED INCOME ANALYSIS












LIFE HEALTH COMPANY PEER GROUP INVESTMENT COMPARISONS

Fixed Income Returnsvs. Weighted Average Maturity

Average Maturity 2006

Annual Bond Returns

Average Maturity 2005
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SECTION HVE : TOTAL FUND ANALYSIS



Life Health company Peer Group Investment Comparisons

40

Distribution of Surplus- All Companies

as of December 2006

20

Number of Companies
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Surplus as a Percent of Admitted Assets

The above char

t shows the distribution of 2006 surplus as a percent of

admitted assets for 200 life health companies. Sample Co.'s surplus was 62
percent of assets at the end of 2006, compared to the life health company

median of 48%.
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