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"CHANGE Is THE

LAW OF LIFE .

THOSE WHO LOOK

ONLY TO THE PAST'

OR PRESENT ARE

CERTAIN To Miss

THE FUTURE."



THIS REPORT IsDEDICATED

To THE' MEMORY OF DANIEL

E. O'SULLTVAN (1929-1990),

PRESIDENT AND CHIEF

EXECUITVE OFFICER FOR

THE ULLICO FAMILY OF

COMPANIES. FOR MARE THAN

40 YEARS HE SE'RVE'D

ULLICO Wrm UwwsWER VTNG

LOYALTY AND DEDICATION.

MAY TILE EXAMPLE HE SET

GUIDE Us THROUGH THE

YEARS To COME .



For the years ended December 31

1990 1989 1988 1987

Assets $1,925,922,000 $2,077,799,000 $1,891,956,000 $1,748,384,000

Total Capital and Surplus 19,601,000 21,088,000 17,034,000 13,811,000

Total Revenue 539,460 ,000 601,426,000 509,278,000 520,764,000

Investment Income 97,759,000 101,254,000 96,688,000 94,145,000

Life Insurance in Force 6,662,985,000 7,029,392,000 6,240,413,000 6,268,799,000

Pension Fund Reserves 1,634,000,000 1,734,500,000 1,668,800,000 1,518,100,000

& Liabilities
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"WE Do NOT KNow WHAT

THE FUTURE WILL BRING, BUT

WHATEVER THE NEED AND

WHATEVER THE CHANCES'

THAT OCCUR Lv THE

BENEF'F's MARKETPLACE, WE

WILL BE PR EPAR -n."

Every year has its distinct character. 1990 was a year of transition and change for

ULLICO Inc. The most visible transition, of course, came on November 25, 1990, with

the passing of Daniel E . O'Sullivan, President and Chief Executive Officer .

Daniel O'Sullivan came to The Union Labor Life Insurance Company in 1950 at the

age of 19 . Over the four decades he served ULLICO, he did much to shape the com-

pany we are today . A man of great generosity, commitment and vision, he ail] be missed .

It is to his memory that we dedicate this report .

On December 5, 1990, the ULLICO Executive Committee asked me to assume the

duties of Chairman and Chief Executive Officer . I will do my best to provide the leader-

ship and direction to keep ULLICO moving forward as we pursue our mission of service to

America's working men and women .

The employee benefits world is rapidly changing and ULLICO has been moving to

respond to that change . Our vision for the future is a vision of a company - or, more

properly, a family of companies - that offers trust funds and union members a full spectrum

of products and services in a competitive, efficient and fair manner . In 1990, wwe made

considerable progress towards the realization of that goal .

A new subsidiary, Trust Fund Advisors, Inc ., was created mid registered with the SEC as

Chairman's Report on Operations an investment

advisor . TFA

offers pension trusts sophisticated money management and portfolio investment assistance .

Its conservative, long-term, value-oriented approach is ideally suited to pension trusts .

Response has been extremely positive . TFA ended the year with more than $500 million

under management . We expect even better response in the year to come . Early indications

seem to bear out this prediction . During the first quarter of 1991, six additional funds have

hired TFA as investment manager .

In addition to the new portfolio management services provided by TFA, Union Labor

Life continues to offer commingled separate accounts . These arc ideal investment vehicles

for trusts that want the security of a diversified pool . A new fixed income account, Separate

Account I, was created in 1990 for investments in high quality government and corporate

bonds. Separate Account A, Union Labor Life's equity investment account, got off to a
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slow start in early 1990 but picked up substantially later in the

year as the account's value orientation began to assert itself.

The widely regarded PIPER survey ranked Separate Account

A among the top ten performers over the ten years ending

December 31, 1990, During this period, the account earned

an annualized 15 .7%, beating the Standard & Poot's 500

Index by close to 13% .

Union Labor Life's J FOR JOBS Mortgage Separate Ac-

count also continued to produce a good return in 1990,

ROBFRr A . GFORGINE

despite the troubled state of the real estate market. This is a

reflection of its conservative underwriting and careful manage-

ment. For 1990, shares in the account returned 6 .7% . This is

net of all expenses and fees and reflects the true market value of

all holdings . For the ten years ending December 31, 1990, the account earned a net

annualized return of 10 .8% .

Ulico Casualty Company did well in 1990. Ulico Casualty is now authorized to write

commercial property, fire and fleet automobile insurance in 39 states . In the fiduciary

liability area, Ulico Casualty now offers policies with coverage to $10 million . As of

December 31, 1990, 1,808 fiduciary liability policies were in effect, an 8% increase . At year

end, two new ULLICO subsidiaries were incorporated to provide a framework for future

activities in the property and casualty area . Ulico Holding Company was created with the

idea that ownership of Ulico Casualty would be shifted from Union Labor Life to that

company in the future and Ulico Indemnity Company was formed With the intention to

operate as an excess and surplus company, which will enable us to write business in certain

states where regulatory restrictions limit market availability .

Zenith Administrators, ULI,TCO's administrative services subsidiary, also grew in 1990 .

By year end, all four of the third party administrators acquired by ULLICO in 1986 and

1989 were operating under the Zenith Administrators name and most had been converted

to Zenith's automated systems . Annualized fees for Zenith Administrators totalled $38 .5

million in 1990 . Zenith is now the largest TPA serving the jointly managed market .
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ULLICO is a business and like all businesses, we experience good years and bad. From

a financial point of view, 1990 was not a good year. On a consolidated basis, ULLICO

experienced a loss on operations of $12 .6 million in 1990. This was largely offset by

positive additions to our capital and surplus accounts as a result of an increase i n the value

of real estate holdings and the favorable settlement of a long standing dispute with the

Internal Revenue Service . For the year as a whole, capital and surplus accounts declined by

$1.5 million to $19 .6 million .

Growth has its price and some of the losses incurred in 1990 reflect the continuing

costs of our expansion . This includes costs associated with the development of Zenith

Administrators and start up costs associated with Trust Fund Advisors and our other subsid-

iaries . We expect these operations to show profitable returns in the years to come .

At the end of 1990 we terminated the involvement of Union Labor Life with two federal

government health plans . We entered this market in the early 1980s in response to requests

for help from unions representing federal employees . Our experience has convinced

us, however, that it is not possible to underwrite these benefits in the current regulatory

environment. The decline in capital and surplus includes $3 .7 million set aside to cover

possible future costs associated with the termination of these plans, as well as $6 .2

Chairman's Report on Operations million in losses charged

to 1990 operations .

In the direct marketed area, problems with a disability program for postal workers

resulted in another substantial loss in 1990 . We have made adjustments in the underwrit-

ing and administering of this program to eliminate unwarranted and excessive claims .

The current economic recession has not left us untouched . The collapse of the Bank

of New England forced us to write down a $3 million bond in our General Account

portfolio. This loss was covered by our Mandatory Securities Valuation Reserve, a special

capital account set up to protect against this kind of situation . The unfavorable real estate

market also had some impact as we realized capital losses of S3 .4 million and retained an

additional $1 .8 million as protection against possible future losses .

Compared to many other companies in the insurance and financial services industries,

our real estate and bond portfolios get high marks for safety and security . Our approach
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towards investments is extremely conservative . As a matter of policy, we do not buy

below-investment grade or "junk" bonds . The overwhelming majority of our holdings

consist of government backed securities or corporate bonds rated AA or higher . Likewise,

we carefully evaluate every real estate investment to ensure that our interests arc adequately

protected. We can't guarantee that problems won't arise with a particular investment, but

we can ensure that such problems arc small ones and that the fundamental security of our

portfolio is protected .

We are concerned about the negative experience we had in 1990 but not alarmed .

We have taken appropriate steps to improve our 1991 and future results .

Assets for the ULLICO Family have grown at a rapid rate in recent years primarily

due to growth in our pension fund investment accounts . With the addition of Trust

Fund Advisors, we expect even greater growth in the amount of money under manage-

ment, although these funds will no longer appear on our balance sheet as company owned

assets . At the end of 1990, assets for the ULLTCO Family of Companies totalled $1 .93

billion, a decrease of 7 .3% over 1989, with the decline primarily represented by pension

fund reserves transferred to TFA .

The quote on the cover of this report comes from John F . Kennedy. It reflects our

basic approach toward doing business . "Change is the law of life," President Kennedy

noted. "Those who look only to the past or the present are certain to miss the future ."

It is to the future that we continue to look. As we look ahead, we feel very good about

ULLICO . We know the kind of company we want to be and we are moving aggressively

to become that kind of company - the employee benefits company of the future .

Chairman and Chief Executive Officer

5





Br CoNCErv'IRATim, ALL

OUR EFFoRrs ON ONE

MARKET RATHER THAN

f RrrNC To BE Ar.E THINCs

To ALL PEOr EE, WE CAN Do

A BETTER JoR. THAT'S THE

SECRET OF OUR SUCCESS.

T11FOUgh ULLICO Inc. and its subsidiaries, the ULLICO Family of Companies offers a

wide array of competitive, high quality insurance, investment and benefit-related services . . . . But

not to everyone . In the terminology of our industry, we are a "niche company." We have

chosen to direct our efforts towards serving one particular market sector : in this case, working

families and the benefit trusts and labor organizations that serve and represent them .

This decision flows from our history, our founding mission to serve the insurance and

security needs of working people, and our experience over the last six-Fund-a-half decades . But it

also makes good business sense and is good for our customers . It gives us the competitive edge

when it comes to providing good service and quality products . By concentrating on a limited

market rather than trying to be all things to all people, we do a better job . Given the size,

diversity, complexity and unique nature of the Taft-Hartley and lal_ior markets, there's more

than enough to keep us busy .

Over the last several years we've identified six primary areas of activity . These represent the

six major "lines of business" for the ULLICO Family of Companies :

• The underwriting, provision and management of group life and health insurance benefits

• Investment products and services for pension trusts

The Company Of The Future
• Property and casualty insurance for trusts , trustees and labor organizations

• Administrative services for pension and health & welfare funds and labor organizations

• Supplemental insurance offered at a low cost through the mail

• Family and individual life and health insurance products offered through an agency network

In several of these areas we are already market leaders ; in the others we intend to be .

Whatever the market may demand , we will be there with good products , excellent service and a

commitment to doing the best that we can to help those we were created to serve .

In 1987, we reorganized ULLICO along holding company lines with ULLICO Inc . as the

parent company . In the years since, we've worked to fill out the framework and to more clearly

identify the needs of our market . Recent steps in that process arc outlined in the following pages

as we present the members of the ULLICO Family of Companies .





C aWFETFr1 E R4IFs AND

EXCELLENT DIVIDENDS

HA VT LANG ESTABLISHED

UNrow LABOR LIFE As ONi

OF THE Lo i .ttsT Nar Covr

PROVIDERS OF GROUP

INSURANCE BENEFl7s.

I n the beginning there was only The Union Labor Life Insurance Company. Today

many of the activities of the ULLICO Family continue to be carried out under the auspices

of Union Labor Life . As time goes on, some of these activities are being transferred to

other ULLICO subsidiaries, including several incorporated in 1990. This will increase ac-

countability and simplify regulatory compliance. Looking ahead, we anticipate Union Labor

Life being involved in three primary areas of activity :

• The provision of group life and health insurance

• The management of health care benefits

• Group Annuity, Guaranteed Investment Contracts and pooled investment accounts

Group Life and Health Insurance

As the largest insurance underwriter for Taft-Hartley benefit trust funds, Union Labor Life

has long been recognized as a leader in the group insurance area. As of December 31,

1990, Union Labor Life had 761 group life and health clients . Group life insurance in

force totalled $6.5 billion . Benefit payments to policyholders and beneficiaries, adjusted to

include minimum premium claims and changes to reserves, totalled $762 .3 million. Our

The Union Labor Life Insurance Company
competitive rates and excellent dividends have long established Union Labor Life as one of

the lowest net cost providers of group insurance benefits. In 1990, the ratio of Union

Labor Life's general insurance expenses to income, adjusted to include minimum premium

claims, was 6 .16% . Proof of the value of our policies is evidenced by the 95% renewal rate

experienced in 1990 .

The group health insurance market remains deeply troubled . The cost of providing

health benefits continues to rise at more than double the rate for other goods and services .

Employers, trust funds and beneficiaries are all feeling the effects . The desire to reduce

costs, coupled with increased state and federal regulation and new requirements for man-

dated benefits, continues to push benefit trusts towards self-funding and self-insurance .

Union Labor Life has responded with new products and services and a continuing commit-

ment to control costs and keep rates competitive . A wide range of products is now offered,
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As OF DEcE_4MBER 31, 1990,

MORE THAN $1.63 BILLION

IN PENSION FUND RESER VES

WAS MANAGED Br UNION

LABOR LIFE. THE COMPANT'S

GICs AND SEPARATE

AccouNm CONTINUE To

OFFER OUTSTANDING VALUE .

with the flexibility to modify and adapt them to meet individual trust fund needs . This includes

conventional insurance coverage and mini-premium policies, as well as stop loss insurance and

administrative services contracts for trusts choosing to self find . We also continue to make a

major commitment to service . The overwhelming majority of health claims, for example, receive

a response within five days . This compares to industry norms of 10 to 30 days .

Managed Care
The character of the group health insurance industry continues to change rapidly . Once

benefit trusts and insurers simply paid health care claims as they came in according to policy

terms; now they increasingly see the value and importance of managing the process whereby

benefits are provided to ensure that care is delivered in an appropriate and cost effective

fashion . An early leader in managing benefits for cost control, Union Labor Life is moving

quickly to expand further into this area .

Our goal is four-fold : to lower the demand for health care services by encouraging wellness

and disease prevention , to ensure that individuals only seek necessary health care services, to

ensure that providers only deliver necessary health care services and to ensure that benefits are

The Union Labor Life Insurance Company
billed and paid

correctly. In ad-

dition to lowering health care costs, the pursuit of these goals will enhance the quality of

the care provided those we insure .

In addition to expanding the case management, hospital audit , preadrmssion certification,

prescription drug, second surgical opinion and fraud detection services we currently offer

under the ULI .JCARE umbrella, we will soon offer customers an expanded array of hospital

discount and preferred provider arrangements .

Investment Services
The incorporation of Trust Fund Advisors , Inc., and its establishment as an SEC-registered

investment advisor significantly expanded the investment services ULLICO could offer pension

trusts . This resulted in the transfer of some pension find reserves previously held by Union

Labor Life to TFA management. As of December 31, 1990 , however, Union Labor Life

remained responsible for the investment of more than $1 .63 billion in pension fund reserves .
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Of this amount, $896.9 million was invested in the company's General Account, which in-

cludes Guaranteed Investment Contracts, and $737 .1 million was invested in separate accounts .

These pooled insurance accounts continue to be good investments for trust fiends looking

for quality holdings offering a high degree of security . Investments in General Account GICs

offer the additional attraction of a guaranteed return . At a time when some insurance compa-

nies arc in serious trouble because of large "junk bond" portfolios, it is important to note

that Union Labor Life does not invest in below-investment grade bonds and that 97% of our

bond portfolio is currently rated as investment grade or higher .

Operating much like mutual funds, Union Labor Life's separate accounts offer the secu-

rity and diversification of professionally managed, pooled accounts . A new fixed income

account, Separate Account I, was launched in 1990 to provide trusts a way to take advantage

of the returns available from high quality corporate and government bonds . Since inception,

it has consistently beaten the Shearson Lehman Government Corporate Bond Index . When

it comes to equities, Union Labor Life's Separate Account A is a "value-oriented" account

that forgoes the returns to he had from price speculation in favor of long term investments in

productive stocks where there is reason to expect a good return over time . Like other value-

oriented accounts, Separate Account A did not do well during the early part of 1990, but its

performance picked up substantially later in the year as the underlying worth of its holdings

became more apparent. The returns from the account's long-term perspective arc apparent in

the ten year comparisons, where Separate Account A earned a 15 .7% return over the ten years

ending December 31, 1990, well ahead of the comparable 13 .9% figure for the Standard &

Poor's 500 Index .

Union Labor Life's J FOR JOBS Mortgage Separate Account invests in mortgages on

properties built by union contractors. It is a conservatively managed account that places a

high emphasis upon security. Mortgages are generally funded pursuant to forward commit-

ments and only after specific leasing and equity requirements are met . During 1990, the J

FOR JOBS Account earned a net return of 6 .7%. Over the ten years ending December 31,

1990, J FOR JOBS earned an annualized net return of 10 .8%. As of year end, the account

had outstanding commitments to fund 20 mortgages on projects totalling $150 million .
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TPA'c INvF_wvFNT STRATEGY

Is RoomED IN THE

CONSERVATIVE BELIEF THAT

A LANG-TERM STRATEGY

OF INVESTING IN VALUE-

ORIENTED Sirx KS AND

BONDS Is THE BEST WAY To

EARN A GOOD RETURN

AND To Prrr PENSION

MONEY To GooD UsE.

I n February 1990, ULLICO incorporated Trust Fund Advisors, Inc ., to provide

discretionary asset management services to pension trusts . TFA was registered as

an investment advisor with the Securities and Exchange Commission in April and

set about work . The company's 1990 sales results indicate it has a bright future as

a Taft-Hartley asset manager. As of December 31, 1990, close to $500 million

was under TFA management. Early results for 1991 indicate continued growth,

with six new hinds placing assets with TFA in the first quarter .

Trust Fund Advisors offers equity, fixed income and balanced portfolio manage-

ment. TFA's investment philosophy is rooted in a conservative belief that a disci-

plined, risk averse, long-term strategy of investing in stocks and bonds with solid un-

derlying value will produce the best long-term return . Historical analyses of market

performance over the last 50 years back up this claim .

Clear and consistent buy and sell guidelines have been adopted by TFA

and arc rigorously applied . In the equity arena, the focus is on undervalued stocks

of stable companies with good potential for future growth. High risk, short-term

and speculative investments arc scrupulously avoided . In the fixed income arena,

Trust Fund Advisors the orientation is to high quality intermediate

term bonds .

'1TA's equity investment approach was severely tested in early 1990 as market prices

for value-oriented stocks fell . TFA's historical analysis suggested this was a temporary

phenomena and that the underlying worth of these stocks would soon reassert itself.

Results later in the year and in early 1991 proved this to be true and we expect the

account to do extremely well in 1991 as the artificially low values of 1990 arc reversed .

The 1990 results depressed the average annualized combined ten year return of TFA

and its subadvisors, but at 14 .04%, it still beat the comparable S&P 500 return of

13.90% . TFA's annualized fixed income return of 14 .9% over the nine years ending

December 31, 1990, outperformed the comparable Shearson Lehman Government

Corporate Bond Index of 13 .4%
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FIDUCIARY LIABILITY

INSURANCE POLI(,IES ARE

NowAVt1ILARLE WITH

Lmins To $10 MILLION.

PROGRESS CONT7%TIES IN

THE COMMERCIAL LINES

AND UNION LIABILI'1T

INSURANCa AREAS .

Ulico Casualty Company continued to do well in 1990 . In the five years since we made

the decision to expand our presence within the fiduciary liability insurance market, Ulico

Casualty has established itself as the market leader . In 1990 , 1,808 fiduciary liability poli-

cies were issued, representing an estimated 40% of the Taft-Hartley market . This reflects

both the value of our products and the fact that other carriers continue to back off from

the market . Fiduciary liability policies are now available with policy limits up to $10 mil-

lion . Throughout 1990 we continued to voluntarily extend coverage to include new ERISA

penalties that could be levied against individual trustees at no additional premium .

Ulico Casualty also offers union liability insurance protecting labor organizations and

those who work for them . In 1990, union liability premium volume increased by 52% . At

present, we arc the only major carrier offering this kind of protection .

We also continued to move forward in the area of commercial insurance . This in-

cludes fleet automobile, fire, property, general liability and other forms of business insurance

for labor and benefit-related organizations . We are now authorized to issue all types

of commercial policies in 39 states and are actively working to enhance our relationships

with agents and brokers to extend this coverage to a larger share of our market,

Ulico Casualty Company We continue to explore adding

worker's compensation insurance

and fidelity bonds to our commercial lines insurance program .

At the end of the year we took several steps in anticipation of future restructuring

and expansion of our property and casualty operation . A new ULLICO Inc . subsidiary,

Ulico Holding Company, was incorporated. It is our intent to transfer ownership of Ulico

Casualty from Union Labor Life, where it now resides, to this new company . We also

incorporated Ulico Indemnity Company, an excess and surplus lines carrier, to market

products in states where we currently cannot issue policies .

Looking ahead, we expect continued growth and good performance . We are awaiting a

decision by A.M. Best Company, Inc . on an alphabetic rating for Ulico Casualty . Although

we are already rated as a "strong" company, a good alphabetic rating will further enhance

our ability to market our products in the years to come .
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ZENITH ADMINLS7RATORS

Is THE LARGEST THIRD

PARTY'ADMINIS IRA1UR

IN THE TAFT-HARTLET

MARKETPLACE, COMBINING

THE BENEFITS OF LOcAL

SER VICE WITH SOPHLS7TC.ATED

STSmMS AND PROGRAMS .

Lam' enith Administrators , Inc., ULLICO 's administrative services subsidiary , took shape

in 1990 as the nation's premier third party administrator . By year end, each of the

regional TPAs acquired in 1986 and 1989 was operating under the Zenith Administrators

name. A number of these offices had previously been using manual systems for

administration and claims processing, but by early 1991 all of these offices had been

converted to Zenith's automated systems . A new national organizational structure was

in place, headed by a management team of recognized leaders in the administrative

services market .

The melding of all these diverse components four previously independent regional

companies plus a new operation in the East - was a major task . It took longer and

cost more than had been anticipated, but the result is impressive : a nationwide network

of local offices, close to the customer and providing a high level of direct support,

but linked together, sharing the same vision and commitment to service and using

the same basic set of systems . Zenith Administrators is now the largest third party

administrator in the Taft-Hartley marketplace with more than 425 clients and 1990

Zenith Administrators revenues of $38 .5 million .

Late in the year, Zenith acquired another

regional TPA, Trust Fund Management Group, serving clients in Texas and nearby areas .

The acquisition further strengthens Zenith's presence in the South and adds to the solid

base already built in the Midwest, Pacific Northwest and West . In 1991, we will be

concentrating on increasing our presence in the East and Southwest .

Zenith Administrators has made a commitment to be the best when it comes to providing

quality service to jointly managed trusts . We have backed up that commitment with a

substantial investment in people and systems and intend to continue to do whatever it takes

to be the best in the market . We remain confident that the investment we make today will

pay off in profitable long term relationships in the years to come .
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THE .MARKET FOR DIRECT

MuLuTED PRODUCTS

CouaNum To GROW As

MORE ORGANIZATIONS

RLcoGN ze THE VALUE

OF SUCH PROGRAMS To

EVERYONE INVOLVED. NEu

PRODUCTS WILL FULL

CONII vUEL) INTEREST.

Union Labor Life entered the direct marketing arena in 1983 with programs to provide

supplemental insurance benefits to the members of unions and associations . These pro-

grams are offered at low group rates primarily through the mail . At the end of 1990,

ULLICO took another major step forward in this area with the incorporation of

T NIONCARE, Inc ., a new direct marketing subsidiary .

The market for direct marketed products continues to grow as more organizations

recognize the value members receive from these voluntary benefit programs and the posi-

tive impact they can have on organizational loyalty . Interest remains high among working

families, with considerable demand for additional services, including a wide range of

non-insurance products . Demand also is being fueled by the increase in retired workers

in the population , as well as by a rise in the number of households with more than

one wage-earner.

Responding to this market, UNIONCARE will introduce a variety of new insurance

and non -insurance products in addition to the supplemental life, health and disability

insurance programs currently offered by Union Labor Life . A number of financial, travel,

retirement and product - related services are under active consideration , with several

UNTONCARE slated for introduction in 1991 .

The volume of ULLICO's direct marketing activities con-

tinued to grow in 1990, as premiums collected grew by 36% to $13 .3 million. A total of

18,466 new customers were added to our rolls during the year . This is the largest volume

of new business in our history in this market arena .

A number of unions are in the process of implementing a new Retirement Club pro-

gram in conjunction with the offering of Medicare Supplement and voluntary life insurance

benefit programs . Early response indicates this is a sound approach for keeping retirees

involved in the organization while providing them with important extra benefits .

ULLICO has established itself over the last eight years as a leader in union-oriented

voluntary benefits . As pressure on traditional benefit plans continues to grow, direct

marketed voluntary plans will increase in importance as a way to provide additional benefits

to workers .
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WITH A NEW REINSURANCE

AGREEMENT IN PLACE

AND A RENEWED EMPHASIS

ON AGENT SUPPORT, THE

INDIVIDUAL INSURANCE

AREA Is READr FoR

FUTURE GROWTH.

hen The Union Labor Life Insurance Company opened its doors for business

on May 1, 1927, the first policy issued was an individual life insurance policy . Over

the 64 years since, ULLICO has continued to provide insurance to individuals and

families. In 1987, Union Standard of America Life Insurance or USA Life Insurance

was incorporated to provide a distinct vehicle for the marketing of individual life and

health insurance .

Over the last several years, however, the individual side of our business - both in

Union Labor Life and USA Life - has been on hold, as we evaluated a number of

different options for the provision of these benefits . Individual and family oriented

insurance is traditionally sold by brokers and agents who operate independently on a

commission basis. The building of an agency network is a long term project . Consid-

erable capital is also required in the early stages of any expansion in the individual

insurance area .

In 1989 and 1990 we conducted a thorough review of our agent relationships, focusing

our support on those agents sincerely committed to marketing USA Life and Union Labor

USA Life Insurance Company Life policies. As a re-

suit we decreased the

number of agent agreements in force by 40% while doubling annualized premium issued .

During this time, we also conducted an intensive search for a co-insurer who could

help us overcome the capital requirements imposed by any expansion in this market . In

December 1990 we executed reinsurance and marketing agreements to provide us the

capacity to expand our marketing efforts .

In the year to come, we will concentrate on getting a solid life insurance portfolio

approved in the various states . The portfolio will feature an interest-sensitive whole life

policy and a universal life policy to provide our agents with a very competitive value-

oriented life portfolio for union families . We will also reevaluate our health insurance

products to make them even more competitive and value-oriented .
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1990 Financial Report

The financial statements included in ULLICO Inc.'s 1990 Annual Report were prepared

by the Company in conformity with accounting practices prescribed or permitted by insur-

ance regulatory authorities . Management believes they fairly present the financial position

of ULLICO Inc . in conformity with such practices .

The financial information developed from corporate records is subject to audit by an

independent accounting firm retained by the Company . The Company's statutory policy

reserves arc reviewed and certified by the Insurance Department of the State of Maryland .

The decision to retain an independent accounting firm is made by the stockholders of

ULLICO Inc . after a recommendation by the Audit Committee of the Board of Directors .

The Audit Committee considers the scope of the examination by the outside accounting

firm and discusses any findings they might wish to report . The Committee also receives

reports as to financial control reviews performed by the Company's own accountants and

auditors, as well as assurance that our accounting records properly reflect the Company's

financial position .



Report of Independent Accountants

1801 K Street, NA. Telephone 202 833 7932
Washington , DC 20006

Price Waterhouse

February 22, 1991

To the Board of Directors,
Stockholders and Policyholders
of ULLICO Inc .

In our opinion, the accompanying consolidated balance sheet and the related
consolidated statement-, of operations, of changes in unassigned surplus
and contingency surplus reserve, and of cash flows present fairly, in all

material respects, the financial position of ULLICO Inc . and its subsidiar-
ies at December 31, 1990 and 1989 , and the results of their operations

and their cash flows for the years then ended in conformity with generally
accepted accounting principles . These financial statements are the respon-
sibility of the Company's management ; our responsibility is to express an

opinion on these financial statements based on our audits . We conducted
our audits of these statements in accordance with generally accepted audit-
ing standards which require that we plan and perform the audit to obtain

reasonable assurance about whether the financial statements are free of
material misstatement . An audit includes examining , on a test basis, evidence
supporting the amounts and disclosures itn the financial statements, assessing

the accounting principles used and significant estimates made by manage-
ment, and evaluating the overall financial statement presentation . We believe
that our audits provide a reasonable basis for the opinion expressed above .
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ULLICO INC .

Consolidated Balance Sheet
As of December 31,

(in thousands)
1990 1989

ASSETS
Fixed maturity bonds $790,928 $823,292
Mortgage loans on real estate 181,243 185,853

Real estate, net of encumbrance 34,951 15,843
Short-term investments 51,825 88,832

Policy loans and other investments 3,275 3,283

TOTAL INVESTMENTS 1,062,222 1,117,103

Cash 13,847 6,200

Investment in affiliates 45,850 56,853

Premiums due and deferred 16,175 20,618

Accrued investment income 16,476 18,410
Other assets 34,218 27,268

Separate account assets 737,134 831,347

TOTAL ASSETS $1,925,922 $2,077,799

LIABILITIES

Reserve for future policy benefits $924,788 $925,289

Reserve for unearned premiums 4,824 4,646

Policy and contract claims 69,764 73,858
Other policyholders' finds :

Premium deposits and other escrow funds 65,374 70,443

Policy proceeds and dividends on deposit 5,163 6,305
Dividends payable to policyholders 24,674 22,588

Other liabilities :

Notes payable 47,097 46,791

Amounts payable for securities purchased 47,836
Federal income and other accrued taxes 5,641 6,341

Mandatory securities valuation reserve 10,596 10,851

Accrued expenses and other liabilities 11,266 10,416
Separate account liabilities 737,134 831,347

TOTAL LIABILITIES 1,906,321 2,056,711

CAPITAL & SURPLUS

Capital stock ($25 par value ; 360,000 shares authorized ;

shares issued and outstanding 189,056 in 1990 and 171,962 in 1989) 4,726 4,299
Contingency surplus reserve 750 4,675

Unassigned surplus 14,140 12,136

Less tr easury stock (15) (22)

TOTAL CAPITAL AND SURPLUS 19,601 21,088
TOTAL LIABILITIES, CAPITAL AND SURPLUS $1,925,922 $2,077,799

lbe accarnpanving notes are an integral part of these statements
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ULLICO INC.

Consolidated Statement of Operations
Year ended December 31,

(in thousands)
1990 1989

REVENUE

Premiums :

Health $258,948 $281,502

Annuities and life 139,678 191,261
Other 1,253 1,642

Investment income, net 97,759 101,254

Administrative services and other 41,822 25,767

TOTAL REVENUE 539,460 601,426

BENEFITS AND EXPENSES

Benefits to policyholders and beneficiaries :

Health 209,377 230,824

Annuities and life 206,475 311,574
Other 2,391 2,637

(Decrease) in policy and contract reserves (324) (48,583)

Increase (decrease) in deposit funds 1,678 (390)

General insurance expenses 50,427 43,436
Administrative service expenses 45,186 25,619

Commissions 4,281 3,799

Taxes, licenses and fees 11,075 9,394
TOTAL BENEFITS AND EXPENSES 530,566 578,310

Gain from operations before dividends to policyholders 8,894 23,116
Dividends to policyholders (24,521) (20,298)

(Loss) gain from operations before Federal income tax benefit (15,627) 2,818

Federal income tax benefit 4,711 3,532

Net realized capital ( losses ), net of taxes (1,719) (1,569)
NET (LOSS) GAIN FROM OPERATIONS $( 12,635 ) $4,781

The accompanying notes are an integral part of these statements
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ULLICO INC.

Consolidated Statement of Changes in Unassigned Surplus
and Contingency Surplus Reserve

Year ended December 31,
(in thousands)

1990 1989

UNASSIGNED SURPLUS,
BEGINNING OF YEAR $12,136 $8,982
Net (loss) gain from operations (12,635) 4,781
Net unrealized gain (loss) on investments 14,047 (508)
Transfers from mandatory securities valuation reserve 255 157
(Increase) decrease in non-admitted assets (3,772) 218
Stockholders' dividends :

Cash (389) (351)
Stock (427) (390)

Decrease (increase) in contingency surplus reserve 3,925 (491)
Decrease in reserve from change in valuation basis 1,593
Adjustment for prior year premium taxes (1,489)
Other adjustments 1,000 (366)
Net increase 2,004 3,154
UNASSIGNED SURPLUS, END OF YEAR $14,140 $12,136

CONTINGENCY SURPLUS RESERVE,

BEGINNING OF YEAR $4,675 $4,184
(Decrease) increase in group life contingency reserve (725) 491
(Decrease) in health contingency reserve (3,200)
Net (decrease) increase (3,925) 491
CONTINGENCY SURPLUS RESER VE,

END OF YEAR $750 $4,675

The accompanying notes are an integral part of these statements
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ULLICO INC.

Consolidated Statement of Cash Flows
Year ended December 31,

(in thousands)

1990 1989

Cash provided from operations

Premiums and annuity considerations $342,833 $321,632

Annuity and other fund deposits 60,355 147,703

Investment income, net 97,529 99,901

Other income 42,393 28,929
Cash provided from operations 543,110 598,165

Cash used by operations
Life and health claims paid 238,886 244,727

Other policyholder benefits 184,571 290,473

General expenses, commissions and taxes 98,621 66,287

Dividends to policyholders 22,436 16,550
Cash used by operations 544,514 618,037
Net cash used by operations (1,404) (19,872)

Proceeds from investment activities

Bonds 167,003 261,357

Mortgage loans 12,835 12,413

Other investments 745 1,903

Cash proceeds from investments 180,583 275,673

Other cash provided 16,016 45,291

TOTAL CASH PROVIDED 195,195 301,092

Cost of long-term investments acquired

Bonds 183,267 252,691

Mortgage loans 16,930 7,792

Other investments 2,487 1,433

Cash used for long-term investments 202,684 261,916

Other cash applied

Stockholders' dividends 389 351
Miscellaneous 21,482 12,586

TOTAL CASH USED 224,555 274,853

Net change in cash and short-term investments (29,360 ) 26,239

Cash and short-term investments, beginning of year 95,032 68,793

CASH AND SHORT-TERM INVESTMENTS, END OF YEAR $65,672 $95,032

The aecornpanving notes are an inzcgral part of these statements
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Notes to Consolidated Financial Statements for the Years
Ended December 317 1990 and 1989

NOTE 1 - THE COMPANY
ULLICO Inc. (the Company ), a holding company , was incorporated in Maryland on October 9, 1987 . During
1987 , a reorganization was effected whereby all shares of capital stock of The Union Labor Life Insurance
Company (Union Labor Life) were exchanged for equal shares of ULLICO Inc ., resulting in Union Labor Life
becoming a wholly-owned subsidiary of ULLICO Inc. Union Labor Life was founded in 1925 by officials of the
American Federation of Labor to provide insurance protection to union members at the lowest possible cost .

The ownership of the Company's capital stock is confined primarily to labor organizations and their members .
Under the Company's by-laws, stockholders cannot sell or transfer their shares without first offering such shares
to the Company for purchase at $25 per share, It has been the practice of the Company, and of Union Labor
Life previously, to purchase all such shares and to resell them to labor organizations or to individuals affiliated
with the labor movement at $25 per share .

NOTE 2 - BASIS OF PRESENTATION A ND SUMMARY OF SIGNIFICANT ACCO UNTING
POLICIES
The Company's principal subsidiary is Union Labor Life whose operating methods conform substantially to the
operating practices of mutual life insurance companies . Accordingly, the accompanying consolidated financial
statements have been prepared primarily using accounting policies prescribed or permitted by the Maryland
Insurance Division . These policies are considered generally accepted accounting principles for mutual life insur-
ance companies . Non-insurance subsidiaries follow generally accepted accounting principles for such entities .
The consolidated financial statements include the accounts of ULLICO Inc. and its wholly - owned subsidiaries
after elimination of intercompany balances and transactions for all consolidated subsidiaries . The significant
accounting policies are as follows :

a . Investments are carried in accordance with methods prescribed by the National Association of Insurance
Commissioners (NAIC) . Bonds are generally stated at amortized cost . Bonds not qualified for amortization are
stated at lower of book value or market value as determined by the NAIC . Mortgages are stated at amortized
indebtedness . Short-term investments are valued at cost or amortized cost . Preferred stocks in good standing as
of December 31, 1964 are stated at 1964 Annual Statement value and preferred stocks in good standing
purchased after 1964 are stated at cost . Policy loans are valued at the aggregate of unpaid balances ,

h . Real estate is presented net of accumulated depreciation and an encumbrance as follows :

As of December 31,
(in thousands)

1990 1989

Property occupied by the Company $62,854 $47,506
Properties acquired in satisfaction of debt 8,075 3,735

Accumulated depreciation (5,434 ) (4,581)
Encumbrance (30,544) (30,817)

Net real estate $34,951 $15,843

Real estate acquired in satisfaction of debt is recorded upon foreclosure at the lower of the current market value
or the outstanding mortgage balance ( principal plus unpaid interest ). The Company recognizes losses upon
foreclosure when the current market value of the property is less than the outstanding mortgage balance .

The encumbrance bears interest at 9 .25% and is payable in monthly installments of $259,000 over ten years
with a lump sum principal payment of $28,254,000 due January 1997 . In 1990, the Maryland Insurance
Division approved an adjustment of $15,303,000 to increase the carrying value of the Company's main admin-
istrative office property to 90% of the estimated fair value . The property occupied by the Company other than
land is being depreciated over an estimated useful life of fifty years . Depreciation expense for 1990 and 1989
was $853,000 and $876,000, respectively .

c . Investment in affiliates represents two wholly-owned subsidiaries of Union Labor Life (Ulico Casualty
Company and Union Standard of America Life Insurance Company) stated at net equity as determined in
conformity with state insurance statutes . Also, Union Investment Services Company was a wholly-owned sub-
sidiary of Union Labor Life until its dissolution on October 31, 1990 . Dividends from these wholly-owned
subsidiaries arc included in investment income of Union Labor Life upon receipt .
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d . Reserves for life insurance policies are computed primarily using the Net Level Premium Method and the
Commissioner's Reserve Valuation Method based on mortality tables and interest rate assumptions prescribed or
permitted by the Maryland Insurance Division . Annuity reserves consist principally of liabilities for group pen-
sion funds . These funds are deposited on behalf of groups to provide immediate and future retirement benefits
to group members .

e. A mandatory securities valuation reserve is established in accordance with NAIC guidelines to stabilize
unassigned surplus from fluctuations in the market valuation of securities and is reported as a liability . Changes
in the reserve are accounted for as direct increases or decreases in unassigned surplus .

f. Premiums arc recognized as revenue over the premium paying period of the policies . Commissions and
other costs of acquiring the policies are charged to operations as incurred .

g . Claims are expensed as incurred . The liability for unreported and unpaid health claims is based upon a
projection of historical payment patterns and anticipated cost trends .

h . Policyholder dividends are determined using formulas approved by the Board of Directors . Dividends
are charged to operations in amounts estimated to be paid or credited to policyholders during the subsequent
year on the policy anniversary dates,

i . Certain assets designated as "non-admitted" arc not included in the balance sheet . Changes in non-
admitted assets are accounted for as direct increases or decreases in unassigned surplus .

j . Contingency surplus reserves include group life and Separate Account contingency reserves of $750,000
and $1,475,000 at December 31, 1990 and 1989, respectively, calculated as required by the Insurance Depart-
ment of the State of New York . A discretionary group accident and health contingency surplus reserve of
$3,200,000 at December 31, 1989 was eliminated in 1990 as the reserve was no longer considered necessary .

k . Stockholder dividends are paid in amounts declared by the Board of Directors out of accumulated
unassigned surplus allocated to stockholders . The amount allocated each year to stockholders' share of unas-
signed surplus by Union Labor Life is limited to a maximum of 10% of each year's net gain from operations
before dividends,

1 . Certain items relating to prior years are recorded as adjustments to unassigned surplus in accordance
with policies permitted by the Maryland Insurance Division .

NOTE 3 - INVESTMENT SEC URITIES
The NAIC carrying value , the amortized cost, and the NAIC market value of investments in debt securities
(fixed maturity bonds and short-term investments) held at December 31, 1990 are as follows :

NATC
Carrying
Value

Amortized
Cost

(in thousands)
Gross

Unrealized
Gains

Gross
Unrealized

Losses

NAIC
Market
Value

U.S . Treasury securities $31,233 $31,233 $284 $(18) $31,499

U.S . Government agencies 1,002 1,002 1,002

Obligations of states and political
subdivisions 4,263 4,263 9 (51) 4,221

Utility bonds 142,946 142,946 516 (4,757) 138,705

Industrial and other corporate

bonds 526,207 531,090 437 (10,374) 521,153

Railroad bonds 16,807 16,807 54 (363) 16,498

Mortgage-backed securities 120,295 120,295 120,295
$842,753 $847,636 $1,300 $(15,563) $833,373

The amortized cost and NAIC market value of debt securities held at December 31, 1990, by contractual
maturity, are shown below . Expected maturities will differ from contractual maturities because borrowers may
have the right to call or prepay obligations with or without call or prepayment penalties .
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ULLICO INC .

Notes to Consolidated Financial Statements for the Years Ended December 31, 1990 and 1989

Amortized
Cost

NAIC
Market
Value

Due in one year or less $69 ,374 $69,329
Due after one year through five years 169 , 505 166,107
Due after five years through ten years 94 , 519 89,092
Due after ten years 393,943 388,550

727,341 713,078
Mortgage - backed securities 120,295 120,295

$847,636 $833,373

NOTE 4 - INVESTMENT INCOME
Net investment income, computed in conformity with the practices and procedures established by the NATC, is
as follows :

Year ended December 31,
(in thousands)

1990 1989

Income from unaffiliated investments :

Interest on bonds and notes $76,821 $80,235

Interest on mortgage loans 16,035 19,681

Real estate (net of interest on encumbrance) 4,205 3,782
Other income 3,400 4,552
Investment expenses (10,202) ( 11,996)

Total income from unaffiliated investments 90,259 96,254
Dividends from Utico Casualty Company 7,500 5,000

Net investment income $97,759 $101,254

NOTE 5 -ANALYSIS OF REALIZED AND UNKEALI "LED GAINS A ND (LOSSES)

Year ended December 31,
(in thousands)

1990 1989

Realized gains ( losses) on :

Fixed maturity bonds $ 1,002 $835
Mortgage loans (3,390) (3,094)
Real estate (293) (134)
Other 76 16

Total realized (losses) (2,605) (2,377)

Imputed tax benefit 886 808

Net realized ( losses ) $(1,719) $(1,569)

Unrealized gains ( losses) on :

Fixed maturity bonds $(2,503 ) $(1,746)

Mortgage loans 600

Real estate 15,303
Investment in affiliates 1,247 638

Total unrealized gains (losses) $14,047 $(508)
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NOTE 6 -SEPARATE ACCOUNT B USI NESS
Separate Account assets and liabilities are included in the financial statements for 1990 and 1989 . Separate Account
assets arc valued at fair market value . In 1990 and 1989, $242,237,000 and $299,214,000, respectively, was
received in Separate Account deposits . Income, expenses and other cash flows related to the Separate Accounts are
not included in the consolidated statements of operations and cash flows . Separate Account funds are primarily
provided by group pension policyholders . The funds are invested in equity securities, mortgages, publicly traded
bonds and short-term securities .

NOTE 7 -FUTURE POLICY BENEFITS
Future policy benefits consist of the following reserves determined using statutory valuation standards :

As of December 31,
(in thousands)

1990 1989

Life insurance $15,850 $15,671

Annuities :

Fund accumulations at guaranteed rates 409,541 415,450

Fund accumulations at earned rates 409,654 444,739

Other 79,275 43,308

Miscellaneous 10,468 6,121

Total reserve for future policy benefits $924,788 $925,289

NOTE 8 -ACQUISITIONS AND INCUR PORATIONS
On February 15, 1990, December 28, 1990 and December 31, 1990, the Company incorporated Trust Fund
Advisors, Inc ., UNIONCARE, Inc . and Ulico Holding Company, Inc ., respectively. Also, on December 31, 1990,
Ulico Holding Company, Inc . acquired all of the outstanding shares of newly-incorporated Ulico Indemnity
Company for $15,000,000 .

On December 20, 1990, Zenith Administrators, Inc ., a wholly-owned subsidiary of the Company, acquired all
of the outstanding shares of Trust Fund Management Group and, on July 31, 1989, acquired all of the
outstanding shares of Kelly & Associates, Inc . and United Administrators, Inc . These companies provide third
parry administrative management services . The acquisitions have been accounted for as purchases and the
results of operations have been consolidated with the Company since the date of acquisition . The costs of the
acquisitions were $357,000 ($243,000 cash plus assumption of net liabilities of $114,000) and $9,019,000,
respectively . The excess of the cost over the fair value of net assets acquired of $357,000 and $4,908,000,
respectively, is being amortized over ten years beginning December 21, 1990, and August 1, 1989, respectively .

NOTE 9 -REINSURANCE
Assumed - Group life and health insurance is assumed under certain reinsurance agreements . Premiums as-

sumed and net gains ( losses ) resulting from these policies totalled $6,029,000 and $ ( 287,000 ), respectively for
1990 , and $28 ,496,000 and $514 ,000, respectively for 1989 . Liabilities assumed under these policies totalled

$4,768,000 and $8,894 , 000 at December 31, 1990 and 1989, respectively .

Ceded - The Company maintains a reinsurance agreement whereby it cedes a majority of its group life disability
extended death business . Group life and health insurance is ceded under certain other reinsurance agreements .
Premiums and net losses ceded under these agreements totalled $1,858,000 and $2,180,000, respectively in
1990, and $2,239,000 and $170,000, respectively in 1989 . Liabilities ceded under these agreements totalled
$28,609,000 and $26,496,000 at December 31, 1990 and 1989, respectively .

NOTE 10 -INCOME TAXES
a. ULLICO Inc . files a consolidated Federal income tax return with its wholly-owned subsidiaries and affiliates
(Union Labor Life and its subsidiaries ; Zenith Administrators, Inc . and its subsidiary, Trust Fund Management

Group; Trust Fund Advisors, Inc . ; UNIONCARE, Inc . ; and Ulico Holding Company, Inc ., and its subsidiary,

Lilico Indemnity Company) . In accordance with the group's written tax sharing agreement that was adopted in
1989, current Federal income tax expense is computed for each member of the consolidated group based generally
on a separate return calculation for each entity . The actual consolidated tax return liability is then allocated among
members of the consolidated group based upon the percentage each entity's separate return liability bears to the
combined separate return liabilities . Any excess computed on a separate return basis over the actual consolidated
liability is paid to the loss members for use of net operating losses. Federal income tax recoverable from affiliates
totalled $2,001,000 and $1,058,000 at December 31, 1990 and 1989, respectively .
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Notes to Consolidated Financial Statements for the Years Ended December 3 and 1989

b . The Federal income tax benefit for 1990 of $4,711,000 and for 1989 of $3,532,000 represent amounts
due from the Company's unconsolidated affiliates, primarily Ulico Casualty Company, for use of the Company's
net operating loss in offsetting taxes payable on a consolidated tax return basis . Additionally, Federal income tax
benefit of $886,000 and S808,000 was allocated to net realized capital losses incurred during 1990 and 1989,
respectively .

At December 31, 1990, approximately $23,400,000 of operating loss carry-forwards were available to offset
future taxes payable . Net operating loss carry-forwards expire in varying amounts from 2002 to 2005 .

Below is a reconciliation of Federal income tax expense at the statutory rate to the provision for Federal income
tax benefit for the years ended December 31, 1990 and 1989_

Year ended December 31,
(in thousands)

(Loss) gain from operations 1990 1989
before Federal income taxes $(15,627) $2,818
Federal income tax (benefit) expense

at 34% in 1990 and 1989 ( 5,313) 958
Permanent differences :

Dividends received deduction (2,562) (1,713)
Tax exempt interest income (105) (124)
Direct charges to surplus 90

Timing differences :

Generation (utilization) of net operating loss

carry-forward 3,037 (2,958)
Excess tax depreciation (333) (399)
Difference between increase in tax reserves

over increase in statutory reserves (545) 465
Change in tax accounting method for dividends

to policyholders ( 386) (386)
Increase in unearned interest income 889

Other items 607 535
Federal income tax benefit $(4,711) $(3,532)

c . Federal income tax returns for the years 1976 through 1980 have been examined by the IRS . Settle-
ment has been reached with the IRS for all outstanding issues . Federal income tax returns for the years 1981
through 1986 are currently under examination by the IRS . A liability of $2,000,000 had been established in a
previous year for issues agreed upon for all years of examination, 1976 through 1986 .

NOTE 11 -BENEFIT PLANS
The Company has two defined benefit pension plans covering substantially all of its eligible employees . The Company
also provides certain other benefits to retirees . Pertinent information concerning the benefits is as follows :

a . The primary defined benefit plan, maintained within Union Labor Life, funds pension costs as accrued . The plan
became hilly funded in 1986 and no pension expense was incurred in 1990 and 1989 Benefit and asser information
relating to the Union Labor life pension plan, which assumes a 7 .0% rate of return for computation of required
contributions and 8-1/2% for the calculation of current liability, is as follows as of the most recent valuation available :

As of January 1,
(in thousands)

1990 1989

Actuarial present value of accumulated plan benefits :
Vested benefits $16,149 $14,636
Non-vested benefits 3,411 3,236

Total actuarial present value of accumulated

plan benefits $19,560 $17,872
Plan assets (actuarial value) $41,940 $38,872
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b. The second defined benefit plan was obtained in 1989 as a result of the Company's acquisition of Kelly
& Associates, Inc . Benefit and asset information relating to the Kelly & Associates, Inc . plan, which assumes an
8% return, is as follows as of the most recent valuation available :

As of January 1,
(in thousands)

1990 1989

Actuarial present value of accumulated plan benefits :

Vested benefits

Non-vested benefits

$1,643
263

$1,391
197

Total actuarial present value of accumulated
plan benefits $1,906 $1,588

Plan assets (actuarial value) $2,147 $1,588

c . The Company also provides health and life insurance coverage to retirees and their dependents . Em-
ployees who have worked for the Company or its affiliates for ten years and retire at age 65 or after are eligible
for such coverage. The Company records expense for this coverage when premiums arc paid . The Company
paid approximately $184,000 and $174,000 for retirees' health and life insurance coverage during 1990 and
1989, respectively .

NOTE 12 -BORROWINGS
At December 31, 1990 , the Company had $40 , 500,000 of unsecured senior private placement notes outstand-
ing in face amounts as follows : $29,500,000 at 9 .3% maturing in 1996, $6,000 , 000 at 9 .4% maturing in 1998,
and $5 , 000,000 at 9 .5% maturing in 2000 .

On July 31, 1989, Zenith Administrators, Inc ., entered into a non-negotiable promissory note with MONYCO,
Inc . in the amount of $8,380,000 in conjunction with the acquisitions discussed in Note 8 . The remaining
principal balance of $7,500,000 is payable in four installments ranging from $1,000,000 to $2,500,000 due
annually at December 31, 1991 through December 31, 1994 . Interest is also payable annually at a variable
interest rate based upon Citibank N .A.'s prime rate (10% at December 31, 1990) . The promissory note is
guaranteed by the Company.

Interest expense on borrowings totalled $4,847,000 and $3,421,000 for 1990 and 1989, respectively .

NOTE 13 - COMMITMENTS
The Company is obligated under operating leases for office space and equipment under agreements expiring
through 2003 . Aggregate future minimum rentals under noncancellable operating leases as of December 31,
1990 are as follows :

Year ending
December 31,

Minimum Lease
payments

(in thousands)
Sublease
Income

Net
Commitment

1991 $15,407 $(3,469) $11,938
1992 11,437 (1,735) 9,702
1993 7,980 7,980
1994 1,088 1,088

1995 724 724
1996 and thereafter 6,199 6,199

$42,835 $(5,204) $37,631

Rental expense, including rent imputed on property owned and occupied by the Company, approximated
$15,393,000 in 1990 and $13,682,000 in 1989 .

A sale-leaseback agreement was entered into during 1987 . The Company is committed to annual lease pay-
ments under the agreement of S607,000 through 1992 .

Union Labor Lifc maintains a $10 million line-of-credit arrangement with Citibank, N .A . There were no drawings
on this line in 1990 or 1989 .
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ROBERT A. GEORGINE Asst Vice President Sales & Marketing Vice President , Financial Officer
Chairman & Chief' Executive Officer

,

DENNIS H . SMITH JOSEPH A . CARABILLO
LESTER II . NULL, SR . Regional Vice President, Sales Vice President , Counsel and Assistant Secretary
Secretary- Treasurer

PA I RICK NfAHONEY DONALD F. MEYERS
JAMES W . LucE Auditor Vice President
Executive Vice President & Chief Operating Officer

TODD R . ALDRICH
ARTHUR E. NOIAN Re ional Vice Pr id t
Senior Advisor to the Chairman Ulico Casualty Company g es en

ROBERT P. BROOKS
JAMES F .M. MCNULTY ROBERT A. GF.ORGINE Regional Vice President, Sales
General Counsel Chairman and Chief Executive Officer

MICHAEL C. GALLAGA
WILLIAM L. CROSS I .FSTER H . NULL, SR . Regional Vice President , Operations
Senior Vice President, Finance Secretary- Treasurer

RICHARD F . LINN
CHARLES R. SORMANI CHARLES R. SORSIANI Regional Vice President Sales
Senior Vice President, Insurance Operations Senior Vice President , Insurance Operations

,

• '
RAY C . MILLER

THOMAS B. BOWI,TNG I IIOMAS B . BOWLING Regional Vice President , Operations
Vice President, Actuary Vice President , Acruarv

GARY E. NEWNAM
HEIGIER1' C . CANAPARY JOSEPH A. CARABILLO Regional Vice , ' resident , Operations
Vice President , Invesuttents Vice President , Counsel and Assistant Secretary

JAMES P. STOLFA
JOSEPH A. CAIL`1BILLO WILLIAM L. CROSS Regional Vice President Sales
Vice President, Chief Legal Officer & Assr . Secretary Vice President , Financial Officer

,

CHES'T'ER B. WILSON
JAMES R. HIBBITTs LINDA A. SHEPHERD Regional Vice President, Operations
Vice President , Group Administration Second Vice President

JAMES A. CUICKI
JOHN A . Kit . KFARY Vice President, Branch Manager
Vice President Grou Adnunistration, p

Trust Fund Advisors, Inc . WILLIAY1 L . WITHERS
MARK A. MALONEY Vice President, Branch Manager
Vice President , National Sales Manager RORERL A . GEORCINE

Chairman and Chief Executive Officer
CHARLES G. NICHOLSON
Vice President , Corporate Services LESTER H . NULL, SR . Union Standard of America

Secretary- Treasurer
THOMAS C. PERKINS Life Insurance Company
Vice President , Mortgages and Real Estate JAMES W. LUCK

Executive Vice President ROBERT A . GEORGINE
RU HARD F . RFIDY Chairman and Chief Executive Officer
Vice President , Information Management WILLIAM I . . CROSS

Senior Vice President , Financial Officer LESTER H. Nln .i ., SR .
RICHARD A . SILAS Secretary =Treasurer
Vice President , Human Resources JOSEPH A . CARABILLO

Vice President, Counsel CHARLES R. SOIUStANI
DANIEL P . SPENCER President
Vice President , Controller MARK A . MALONEY

Vice President, National Sales Manager THOMAS B . BOWLING
WILLIAM J. STEIGERWALT Vice President , Chief Actuary
Vice President Direct Marketing BRUCE DERESCHUK,

Regional Vice President, Sales JOHN P. EDEN
CH.ART .FS P . AR IS'I'RONG Vice President, Actuary
Second Vice President , Individual Life & Health HOWARD REICH

Regional Vice President, Sales WiI_I .IAM 1, . CROSS
JOHN P. EDEN Vice President , Finance and Assistant Treasurer
Second Vice President , Actuarial Operations

JOSEPH A, CARARILLO
LELAND A. H .ARR.S Zenith Administrators, Inc . Vice President , Legal and Assistant Secretary
Second Vice President, Real Estate

ROBERT A . GEORGINE VICTOR J . MORAN 111
M. JOHN PEPPE Chairman and Chief Executive Officer Assistant Actuary
Second Vice President , Group Insurance

LESTER H . NULL, SR .M [CNARL J . RYAN Secretary -T reasurer Ulico Holding Company IncSecond Vice President , National Claims Manager , .

RICHARD A. BLANCHI
JAMES W. LUCE
President

ROBFR]' A. GEoac.INF_
Asst. Vice President , Group Undervriting Chairman and Chief Executive Officer

JEROME P PoLLOCR
BART W BRACKEN

. JOSEPH A. CARABILLO.
Asst. Vice President , Managed Care

Executive Vice President and Chief Operating Officer Secretary
RICHARD J. REESE

M. TIMOTHY DURKIN Executive Vice President
Asst. Vice President , Mortgages Ulico Indemnity Company

GARY L. ERG
MICHAEL K. GASTINEAU Senior Vice President and Central Division ROBERT A . GEORGINE
Asst. Vice President , Actuarial Operations General Manager Chairman and Chief Executive Officer
JAMES P. ME'SSINGFR F. . OFAN KAL .AELAR JOSEPH A. CARABILLO
Asst. Vice President, Management Information Systems Senior Vice President and Western Division General Secretary

PATRICK M . MONTGOMERY Manager

Asst Vice President, Finance Rid EARL) A. REZEK
Senior Vice ,'resident and Director of National
,Marketing



L'LLICO INC .
111 Massachusetts Avenue, NT-VV

Washington, DC 20001

202/682-0900




