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"OUR MOVEMENT IS OF THE WORKING
PEOPLE, FOR THE WORKING PEOPLE,
BY THE WORKING PEOPLE ."

Samuel Gompers



Note regarding terminology :

In the text Ihat follows, references to "board of directors" and "board" refer to the board of directors
of ULLICO Inc . The words "business unit", "unit" and "division" are used interchangeably and refer to
the strategic business units, or major business divisions, of ULLICO Inc . These include :

Property and Casualty Insurance
Investment Services
Group Life and Health Insurance
Direct Marketing
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A Message to our Shareholders

Terence M . O'Sullivan

When we became the guardians of ULLICO Inc . in 2003, our goals
were to rebuild the company on a foundation of strength ; to
restore profitability ; and to renew the historic bond we have with
our stakeholders. Because of the remarkable efforts of all of our
stakeholders-customers, board members, employees, partners,
friends and especially you, our shareholders-2005 marked a year
in which we took a big step toward achieving those goals .

Samuel Gompers once said that a company owed its workers one
thing above all else and that was to be profitable . We again met that
goal in 2005, and in key divisions we made record returns .

ULLICO is stable and reporting solid and consistent profits . All core
business units-Group Life and Health, Property and Casualty and
Investment Services enjoyed strong operating profits during 2005
as improved underwriting margins and lower expenses boosted
operating earnings to $9 million . One-time transaction gains and a
recovery of assets from the former chairman pushed net income to

Chairman and Chief Executive Officer $36 million .

In addition, Union Labor Life's balance sheet is the strongest in its
79-year history, with statutory capital and surplus climbing to nearly
$140 million . Similarly, Ulico Casualty Company's capital and surplus
has been restored to an excellent level at more than $58 million .

'4. ULLICO INC .

Assets under management continue to grow . The J for Jobs Separate
Account, our flagship product, had $2 .5 billion in assets under
management at the end of the year .

ULLICO made significant progress in its efforts to become compliant
with the Sarbanes-Oxley Act of 2002 . As requested by the board
of directors in 2004, ULLICO successfully completed the internal
requirements of Section 404 of Sarbanes-Oxley . This process included
full documentation, evaluation, testing and self-assessment as to
the adequacy of internal controls over financial reporting .



I am very proud of our success in the implementation of this process because we have voluntarily chosen to adhere to
the principles of Sarbanes-Oxley, which legally applies only to public companies . By choosing voluntary compliance,
we assure our stakeholders that we are committed to practicing rigorous financial controls, providing accountability
and assuring that our company's financial reporting is reliable .

Our Sarbanes-Oxley success is the most recent example of our efforts to bring sound corporate governance measures
to ULLICO . Since we arrived in 2003, we have been determined to implement best practices in compliance and
governance and to ensure our board remains informed and involved . We continue to meet the standards the labor
movement has long demanded of corporate America .

All across the company I see signs of vibrant change . We continue to recruittalented men and women with impressive
industry expertise . We continue to seek out new products and services and new partners that will play an important
role in our future growth . There is a dynamic sense of commitment to ULLICO .

I also see signs of significant challenge . We are faced with competitive markets, mature products, slowing revenue
and market ambivalence . Now more than ever, we are all part of one labor movement and our commitment to the
success and prosperity of ULLICO is strong. Even amid a changing and sometimes difficult business climate, 2005
showed us that we are on the right track and our confidence in the future of ULLICO is not misplaced .

We have only begun to see the results we can achieve together . With your continued involvement, vision,
determination and dedication, we will guide ULLICO into a brilliant future of improved products and services for
union families .

On behalf of the board of directors, I thank you for your support .

Sincerely,

Terence M . O'Sullivan
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Financial Highlights

All core business units were profitable during 2005
as a result of strong underwriting margins and lower
expenses . Operating profit rose to $9 million in 2005 .
One-time transaction gains and a recovery of assets
from the former chairman pushed net income to $36
million. These results compare with restated net
operating income of $2 million and net income of
$0 .1 million in 2004 .

Total assets under management in 2005 rose to $5 .5
billion from $5 .3 billion in 2004 . Total premium and
fee revenue slipped to $350 .9 million compared with
$440 .1 million in 2004, primarily due to the absence
of revenue from two business units that were sold
early in the year- Zenith Administrators, Inc. and a
block of Union Privilege direct marketing business .
ULLICO's stockholder's equity remained strong, totaling
$232.3 million, compared with $249 .5 million in 2004,
with the decline reflecting the successful redemption
of the Company's Series A Convertible Preferred Stock
(Preferred Stock) in June . As a result of the strong net
income and the redemption of the Preferred Stock, book
value per share for ULLICO's common stock increased
from the restated $19 .07 in 2004 to $25 .37 at December
31, 2005 .

The consolidated loss ratio fell to 74 .6 percent in 2005
from 81 .3 percent in the prior year, continuing a steady
annual decline that began with the turnaround in 2003 .
The improvement came as a result of our continued
adherence to strict underwriting guidelines and pricing
practices as well as continued favorable development
on prior years' claims reserves .

Excluding Zenith Administrators and non-recurring
transactions, general expenses fell significantly to
$118.9 million in 2005 from $125 .9 million in 2004, a
decline of $7 .0 million or 5 .6% .

Through the sale of Zenith Administrators, Inc . to Jelco
Ventures in March, ULLICO realized a net gain of $24 .5
million . Other transactions were completed, including
the sale of Ulico Indemnity for a net gain of $2 .2 million ;
the sale of a block of Union Privilege business to
Hartford Life Insurance Company at a $4 .3 million loss,
and the sale of a significant portion of our remaining
limited partnership portfolio . In addition, we finalized
the merger of USA Life into Union Labor Life and
completed the redemption of the Preferred Stock, saving
ULLICO an annual $5 .4 million dividend payment .

Business Unit Results

Property and Casualty Group
The arrival of new management was the catalyst for a
division-wide rebuilding effort that resulted in Property
and Casualty's highest profit since 1997 . In addition to
improved loss ratios, Ulico Casualty Company grew
written premium by $6 million, a rise of more than 20
percent from 2004 as it recaptured significant fiduciary
liability market share . The results were further boosted
by a dramatic decrease in claims handling costs reflecting
the new team's expertise in this key area .

Investment Services
Separate Account J delivered record loan production
in 2005, with loans of more than $2 billion, and an
estimated 77 .9 million working hours created, bringing
the total since 1993 to 302 .1 million working hours .

The portfolio delivered a 5 .78 percent return to investors
versus 2 .43 percentforthe Lehman Brothers U .S. Aggregate
Bond Index* and has outpaced its benchmark financial
index in nine of the last 10 years . Trust Fund Advisors, Inc .
also reported strong investment performance in 2005 with
total assets under management growing to $1 .8 billion .

ULLICO INC .



The Real Estate Investment Banking Group's (REIBGM
recurring fee income grew to $20.7 million from $17 .1
million in 2004 . As a result of the strong growth, REIBG
reporteda record operating profitof $16.7 million . Ournew
USA Realty Fund generated $26 .5 million in commitments
at the end of 2005 and is ready to begin making its first
real estate equity investments in 2006 .

*The Lehman Brothers U . S . Aggregate Bond Index is the most
commonly recognized and used performance benchmark used by
institutional investors for fixed-income investments, including
commercial mortgages . The investment characteristics of the assets
of the `J' Separate Account differ substantially from those of the
assets composing the Lehman Brothers U .S . Aggregate Bond Index .
However, ULLICO has received an opinion from an independent
expert that the Lehman Brothers U .S . Aggregate Bond Index is the
appropriate performance benchmark for the "J" Separate Account .

Group Life and Health
Group Life and Health's disciplined underwriting practices
and improved persistency resulted in $19 .4 million of
pre-tax operating profit in 2005, despite an increasingly
competitive marketplace . Industry consolidation drove
increased scale, requiring smaller companies to focus
even greater attention on controlling administrative
expenses . Health care costs, led by out-patient
prescription drugs, again outpaced general inflation .
Despite these challenges, Union Labor Life continued
to show strong profitability from its Group Health
products. As a result, Union Labor life's balance sheet
is the strongest it has been in its 79-year history .

Direct Marketing
The Direct Marketing division continued its strong focus
on the UnionSecure venture and further developed and
tested innovative programs expected to generate new sales
growth in 2006 . The remaining in force business generated
$24 million of revenue in 2005 and reported a $1 .2 million
operating loss due to reserve strengthening on prior years'
business and start-up expenses for new programs .

2005 Premium and Fee Income $351 Million

∎ Group Health ∎ Stop Loss
∎ Group Life and Other ∎ Property and Casualty
DInvestment Services Zenith
UDirect Marketing / Other

∎ $15 billion group life insurance in force covering
over 800,000 subscribers

∎ 230 clients covering over 200,000 subscribers
in group health and stop loss

∎ Over $5 billion in assets under management
∎ Over $33 million in written property and

casualty premium
∎ Over 90,000 individual customers life and

AD&D policies in force
∎ Consolidated GAAP equity of approximately

$232 million

Corporate Investment Portfolio

ASSETS %

Bonds 84.0%

Limited Partnerships 19%

Mortgages 2.5%

Real Estate and Other 0 .2%

Short Term 11 .4%

Total 100.0%
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" 2005 SHOWED US THAT WE ARE ON THE
RIGHT TRACK AND OUR CONFIDENCE IN THE

FUTURE OF ULLICO IS NOT MISPLACED . "

Terry O'Sudlivdn

Left to right: Edward Grebow , President, Terence M . O'Sullivan , Chairman and CEO

ULLICO INC .



Management and Governance

ULLICO continued to recruit top talent to further
augment the management team. Michael Chesman,
formerly of Prudential Financial, joined the company
as Senior Vice President and General Counsel in early
2006. Industry-seasoned executives were added in
Group Life and Health, Property and Casualty and
Investment Services .

These new hires have added exciting ideas, innovative
products and programs, and dynamic vision to the
ULLICO Family of Companies .

Board of Directors
Since our last report, ULLICO's board of directors
added Barbara J . Easterling, secretary-treasurer,
Communications Workers of America .

Dana Brigham, general president, International Union of
Elevator Constructors, resigned in November 2005 . A
replacement candidate is under consideration .

James Heczko, president, Opus Investment Advisors, who
served as the board's audit committee financial expert,
resigned in February 2006 . A replacement candidate, who
will serve as the audit committee financial expert, is under
consideration .

• g • I.
who died October 7, 2005 . Mr. Kruse served on the
ULLICO board of directors from 1999 to 2004. At the
time of his d - president
of the United Union of Roofers, Waterproofers and

than 55 years .

" There is no cause half so sacred as the cause ofd people . There is
no idea so uplifting as the idea of the service of humanity. "

Woodrow Wilson
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Strategic Business Unit Operations

Daniel Aronowitz
President
Ulico Insurance Group and
Ulico Casualty Company
USA Casualty Company

ULLICO INC .

Property and Casualty Overview
The Property and Casualty business unit comprises Ulico Casualty Company (Ulico
Casualty), Ulico Insurance Group (Ulico) and Ulico Standard of America Casualty
Company (USA Casualty). The Property and Casualty unit administers and markets
fiduciary liability, union liability and workers' compensation insurance products .

The division reported a $3 .2 million pre-tax profit in 2005, up significantly from $0 .5
million in 2004 . On a statutory basis, a more conservative accounting basis required
by regulators to monitor solvency, Ulico Casualty produced its first profit since 1997 .
Favorable loss ratios, in part due to much lower claims handling costs, drove the
improved results .

Gross written premium for all property and casualty lines of business grew 22 percent
in 2005 to $33.2 million . The Fiduciary division drove much of this growth - up 52
percent. Union Liability premiums, while flat for the year, were up 17 percent in the
second half of 2005 after the division's "A" rated State National Insurance Company
partnership was expanded to include this product .

With the arrival of experienced new claims management, Ul ico now manages virtually
all claims in house . This led to approximately $1 .2 million in lower loss adjustment
expense in 2005 with the elimination of high external coverage counsel expense .
Additionally, the division is also bringing workers' compensation claims in house
with further savings expected in 2006 .

In 2005, Ulico's partnership with the Zurich Group to underwrite Alternative Dispute
Resolution (ADR) workers' compensation came to an end resulting in a revenue decline
of $3 .7 million . In early 2006, management successfully negotiated and announced
a new agreement with SeaBright Insurance to jointly market and underwrite ADR
nationwide . Ulico Casualty is committed to expanding this union-friendly product to
as many areas of the country as possible .

A program to reconnect to the broker market helped boost the company's performance
in 2005 . In addition, marketing programs put in place in 2004 continued to deliver
significant increases in new sales and strong policy renewals .



Investment Services Overview

James J . Kennedy, Jr.
Senior Vice President
Investment Services

Investment Services sells and services investment products offered through The
Union Labor Life Insurance Company ( Union Labor Life), Trust Fund Advisors , Inc . (TFA)
and ULLICO Investment Company, Inc .

Union Labor Life's Separate Accounts offer a range of commingled investment funds,
including stocks, mortgage loans, real estate equities and fixed-income securities .
Trust Fund Advisors offers investment management advice to individually managed
portfolios and manages several privately offered funds . ULLICO Investment Company
markets the privately offered funds managed by Trust Fund Advisors .

As of December 31, 2005, Investment Services managed $4 .6 billion in third party assets .
This includes Union Labor Life's Separate Account and annuity products and Trust Fund
Advisors' investment strategies and private funds . During 2005, Investment Services
was awarded more than $600 million in new assets from existing and new clients .

In 2005, the unit continued to pursue the highly competitive, $400 billion Taft-Hartley
segment of the pension market . Additionally, numerous opportunities exist in the $3 .2
trillion public pension fund market .

UNION LABOR LIFE

Union Labor Life's Separate Account assets under management totaled $2 .73 billion
as of December 31, 2005, including $2 .53 billion in J for Jobs .

Total Separate Account recurring fee income rose to $21 .8 million from $18 .1 million
in 2004 , generating more than $ 17 million in operating profit .

TRUST FUND ADVISORS, INC .

TFA is a registered investment adviser under the Investment Advisors Act of 1940 .
TFA provides a diverse selection of investment strategies for individually managed
accounts, as well as several privately offered funds . TFA reported modest overall
revenue growth in 2005 .

ULLICO INVESTMENT COMPANY

ULLICO Investment Company is a NASD registered broker-dealer that markets Trust
Fund Advisors' private funds . Investment Services completed registration of the ULLICO
Investment Company in 2005, providing an additional platform for future growth .
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Real Estate Investment Banking Group Overview

Herbert A . Kolben
Senior Vice President
Chief Real Estate Officer

The Real Estate Investment Banking Group invests in commercial mortgages and
real estate equity through J for Jobs, USA Realty Fund and the general account of
Union Labor Life . As part of each loan, the developer certifies that subcontractors
having collective bargaining agreements with building and construction trades unions
must perform all construction , including tenant improvements and transportation of
major construction materials .

J FOR JOBS PORTFOLIO PERFORMANCE

The 2005 J for Jobs results were a 77 basis point improvement from 2004 despite a rising
interest rate environment, which led to a 191 basis point decline in the benchmark . The 2005
spread above the benchmark of 335 basis points 13 .35 percent), was the best result since
1999 when a negative return in the benchmark produced a positive spread for J for Jobs of
382 basis points .

J for Jobs has routinely outperformed the Lehman Index over three-, five- and 10-year
periods . J for Jobs has an average annualized gross return over the last three years of 5 .45
percent and a net return of 4.66 percent for the same period . The Lehman Index produced an
average 3 .62 percent return over the same period . J for Jobs has outperformed the Lehman
Index in nine of the last 10 years .

Performance
For Periods Ending December 31, 2005

706%

7.00%

6.00%

B.W%

1 .00% J

0.00%

∎ J 6 Jabs (Great ) a W AD~ej)Y~

Results are gross of fees and annualized for periods greater than one year
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At December 31, 2005, J for Jobs had outstanding
commitments for 61 projects representing $8 .8 billion of
total project value. ULL directly particpates in $2 .1 billion
of future financing . Approximately one-half of the portfolio
represents financing for new or converted condominiums
in a number of locations across the country . The balance of
the portfolio includes office buildings, hotels and mixed-use
buildings . With the excellent new project funding results in
2005, J for Jobs reduced the cash portion of its portfolio
to about 8 percent of assets from over 30 percent at the
beginning of the year .

The unit also prepared a preliminary business plan for
entering the Canadian market with a J for Jobs product .
Early explorations proved the existence of an active and
vibrant union-construction market and the division is moving
forward to launch the Canadian program in 2006 .

"J for Jobs" Job Creation
Union Construction Jobs Created

Year New Full -
Time Jobs

Year

1993 1,083 2000
1994 1,383 2001
1995 2 ,424 2002
1996 4,052 2003
1997 5 ,565 2004
1998 12,091 2005
1999 10,952 Tota I

New Full-
Time Jobs

8,981
16,984
31,621
814

23,597
38,848
158,395

USA REALTY FUND

The USA Realty Fund began collecting investment
commitments in 2005 and has recently exceeded its
targeted minimum level of funding . With $26.5 million
of funding available at December31, 2005, the Fund is
actively reviewing development proposals to identify
its first investment opportunity . Management expects
to close on its first investment during the second
quarter of 2006 .

The USA Realty Fund is structured to provide equity
for the acquisition of existing and to-be-constructed
real estate assets . As with J for Jobs, all development
must be performed by union contractors and sub-
contractors .

Total Union Working Hours
Created Since 1993

302.1 m
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Anne E . Bossi
Senior Vice President
Group Life and Health

Group Life and Health Overview
Group Life and Health continued its focus on service excellence and meeting the unique
needs of the jointly managed health and welfare market . The division is committed
to listening to customers and finding ways to provide added value for trustees and
plan participants . During 2005, Group Life and Health undertook a detailed strategic
analysis, broad customer research and a competitive product assessment to chart
its path. New product development and enhancing existing offerings are a focus
for 2006 . The division is revitalizing relationships with brokers, consultants and other
intermediaries to broaden market outreach .

Financial results were strong . Operating income of $19 .4 million compares
favorably with the $6 .1 million earned in 2004 . Client retention initiatives paid off
with improvements in persistency . Several operational improvements in claims
administration were completed and are beginning to drive better service to clients
and plan participants . New leaders with industry experience were recruited in
Operations, Finance and Pricing/Underwriting . The division will soon add sales and
marketing executives to complete its leadership team .

GROUP LIFE AND ACCIDENTAL DEATH AND DISMEMBERMENT INSURANCE

Union Labor Life's inaugural product in 1927, Group Life remains an area for growth and
expansion . The division is developing enhanced features and value-added services to
increase the benefits provided to plan participants .

GROUP HEALTH INSURANCE

The Group Health market continues to be challenging . Industry consolidation
has created increased scale and leverage among competitors and medical costs,
especially out-patient prescription drugs, have again outpaced general inflation .
This rapidly changing product and service landscape is offering more choice to
clients, and at the same time, causing some confusion and uncertainty . Despite
this environment, ULLICO's Group Health line of business showed significant
improvement in 2005 with net income of $6 .2 million, compared with a loss of
$5 million in 2004 . These strong results can be credited to the disciplined
new business and renewal underwriting approaches that were put into place in
2004, coupled with increased persistency .

ULLICO INC .



The division is examining ways to improve its Group
Health product portfolio, particularly in the areas of
lowering medical costs and delivering greater value
in benefits and service . In addition, Group Health is
assessing market opportunities for new health products
that will fuel growth in under-served segments of
the market .

MEDICAL STOP LOSS INSURANCE

Net income in 2005 nearly doubled to $9 .8 million from
the previous year as a result of disciplined underwriting in
the face of an extremely price competitive market and
favorable development of prior years' claims reserves .
The division is increasing its role in managing the risk of
its stop loss products while implementing product and
pricing enhancements that are meaningful to the Taft-
Hartley market .

Direct Marketing Overview

The Direct Marketing business unit develops and
markets supplemental insurance programs through the
UnionSecure program . UnionSecure, a joint program
between Union Privilege (an AFL-CIO affiliate) and
Union Labor Life, provides supplemental life, accident,
disability and other insurance products underwritten
by The Hartford . During 2005, UnionSecure conducted
several test campaigns and the venture expects to
accelerate its marketing efforts in 2006 . In addition,
potential reinsurance opportunities with The Hartford
will be pursued in the future .

Also in 2005, Union Labor Life initiated a direct
marketing program to selected unions that do not
participate in the UnionSecure program . The first
mailings occurred in the second half of the year with the
International Brotherhood of Teamsters . Union Labor
Life continues to work with Careington International
Corporation to offer such ancillary individual benefits
as dental, vision, pharmacy and chiropractic services .
The program, which has delivered steady revenues, is
positioned for further growth in 2006 .

"We are committed to listening to our customers to find ways to
provide added value for trustees and plan participants .

Anne E. I3ossi

))
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Corporate Social Responsibility

ULLICO's active commitment to corporate social
responsibility is demonstrated through our support
of initiatives and organizations that advance our
mission and enhance the lives of working people .
Our contributions and participation in labor events
and charitable efforts allow us to target the most
meaningful initiatives .

DISASTER RESPONSE

In the wake of several devastating natural disasters,
including the Southeast Asia tsunami and Hurricane
Katrina, ULLICO answered the call with contributions
to the AFL-CIO's Union Community Fund-Katrina
Relief Effort, the International Union of Elevator
Constructors Katrina Relief Fund, and the Solidarity
Center's Tsunami Relief Fund .

ULLICO INC .

ILLNESS AND DISEASE TREATMENT

ULLICO helped support the United Food and Commercial
Workers' annual fund- raising effort for the Leukemia
Society and provided contributions to the Arthritis
Foundation® and Parents Care and Share .

DIVERSITY AWARENESS

In 2005, ULLICO sponsored a film and video production
lab for the youth leaders of the A . Philip Randolph
Institute (APRI ) . ULLICO arranged for donated video
production equipment and professional labor for the
production lab. Over the course of the conference,
ULLICO helped the 27 students enrolled in APRI's
leadership conference produce a tribute DVD honoring
the life and achievements of labor and civil rights
leader A . Philip Randolph .
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ULLICO Inc .
Management 's Discussion and Analysis

of Consolidated Financial Condition and Results of
Operations for the Years Ended December 31, 2005 and 2004

OPERATING RESULTS

ULLICO Inc.'s ("the Company") annual results for December 31, 2005 of $35 .8 million increased by $35 .7 million
when compared to December 31, 2004 results . Profit/ (loss) results by major business segment were as follows
(in millions) :

BUSINESS UNIT RESULTS

Life and Health

December 31, 2005

$ 13 .8

December 31, 2004
(RESTATED)

$ 1 .7

Property and Casualty 3 .2 0 .5
Investment Services 15 .1 12 .7
Exited Operations 2 .7 16 .3
Total Business Unit Results 34.8 31 .2
Corporate Overhead (25 .8) (23 .9)

Pre-tax income from Operations 9 .0 7.3
One-time gains/(losses) 29 .7 (1 .9)
Preferred Stock Dividends (2 .5) (5 .2)
Income tax (0 .4) (0 .1)
Net income $ 35.8 $ 0.1

STATUS OF OPERATIONS

In 2005, as a result of strong core earnings in continuing lines of business, the continued effort to reduce sales,
general & administrative ("SG&A") expenses and several one-time gains from the sale of subsidiaries and settlement
of legal matters, the Company has significantly exceeded the profitability levels of 2004 .

The 2004 results include a restatement for $1 .9 million of additional pension expense to record a pension plan
curtailment adjustment for the Company's pension plan . This reflects the costs of the accelerated vesting and
amortization of past service costs due to the Company's partial plan termination triggered by a significant reduction

m ULLICO INC .



in plan participants during 2004 . This adjustment reduced the original riot income of $2 .0 million to $0 .1 million .
In addition, this resulted in an opposite, more significant decrease of $5 .3 million in the minimum pension liability
component of the Other Comprehensive Income charge to Stockholders' Equity reflecting the reduction of the long
term pension obligation . The net effect on Stockholders' Equity of the restatement was an increase of $3 .4 million .
See Note 1 of the Consolidated Financial Statements .

A majority of the 2005 net income is due to several one-time transactions totaling $29 .7 million that occurred
throughout the year. Included in that amount is $24.5 million of gains due to the sale of Zenith Administrators
("Zenith") and $2 .2 million of gain from the sale of Ulico Indemnity . These items were offset by a $4 .3 million loss
on the sale of the Union Privilege ("UP") block of business to Hartford Life . Also included is $10 .5 million (before
expenses) of gain recorded due to the legal settlement reached with the former chairman . This reflects the recovery
of improperly received stock profits and other compensation stemming from the period prior to the arrival in May
2003 of the new Board of Directors and management team .

Additionally, on June 17, 2005 the Company completed the full redemption of its Series A Convertible Preferred
Stock. At the redemption date, the Company paid out $41 .8 million to its Preferred shareholders, including a special
$1 .6 million redemption premium to retire approximately 72% of the issue, which is included in one-time gain/
(losses) . The remaining 28% of preferred shareholders elected to convert their holdings to common stock at a ratio
of 10 new common shares for each share of Preferred . With this redemption, the Company will report no further
preferred stock dividend expense .

Operating profit grew to $9 .0 million reflecting strong growth in each of the three primary continuing business
units. Life and Health results were led by excellent underwriting profits in the Group Health and Stop Loss lines of
business . These profits were driven by $11 million of favorable development in the claim reserves . Strong Group
Life profits were offset by losses in Direct Marketing and Individual Life Lines primarily from reserve strengthening
and deferred acquisition cost ("DAC") write-offs on the in-force business .

The Property and Casualty unit produced its largest profit in over five years with underwriting profits growing strongly
as a result of continued low reported claims and favorable development on certain older run-off claims . This was
partially offset by increased expenses as the unit produced excellent new sales growth with gross written premium
an the core Fiduciary line of business growing 52% from 2004 .

Investment Services results were again led by outstanding performance by the J for Jobs program ("J") . Assets
under management ("AUM") for J grew $390 million to an all-time high of $2 .5 billion . This increase drove recurring
management fee income to a similar all-time high and produced over $16 million of earnings . This was partially
offset by a loss in the Trust Fund Advisor business resulting from higher expenses and modest AUM growth of
$57 million .

Corporate expenses increased primarily from higher legal and consulting fees offset by the continued reduction in
staffing and related costs . The Exited Operations decline from the prior year resulted from the sale of Zenith and a
decline in earnings from the Company's limited partnership investments ("L"s"). During 2004, the LP's experienced
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unusually high cash distributions from their underlying portfolio companies as well as very strong market value
growth . In 2005, the Company sold a majority of these higher risk investments . Prior to their sale, market value
increases and profit distributions returned to a more normal level-

SUMMARY PROFIT AND LOSS RESULTS

Total Income

December 31, 2005

$ 376.8

December 31, 2004
(RESTATED)

$ 483.2

Variance

$ (106 .4)
Total Benefits & Expenses 367.8 475.9 108 .1
Operating Income before Dividends,
Taxes and Non-Recurring Gains 9.0 7.3 1 .7
One-time gains/(losses) 29.7 (1 .9) 31 .6
Preferred Stock Dividend Expense 2.5 5.2 2 .7
Tax Expense 0.4 0 .1 (0 .3)
Net income $ 35.8 $ 0.1 $ 35.7

Excluding the major transactions and the 2004 pension adjustment, 2005 net income was $6 .1 million compared
to $2 .0 million for 2004 . Premium and fee income is lower by $89 .2 million due to the sale of Zenith and the UP
block of business. This reduction has been more than offset by the improvement in the consolidated loss ratio in 2005 .
The consolidated loss ratio in 2005 is 74.6% compared to 81 .3% in 2004 . Other income increased by $59 .0 million
when compared to prior year due to the gains on the sale of subsidiaries mentioned above and the cash proceeds
received from the sale of the UP block of business .

SG&A expenses decreased by $32 .4 million when compared to 2004 results . This is primarily due to the sale of
Zenith on March 31, 2005 : Zenith's SG&A expenses for the final three quarters of 2004 amounted to $47 .3
million which were not reflected in the final three quarters of 2005 due to the sale . Offsetting this decrease
was $41 .4 million of DAC write-off related to the sale of the UP block of business . The legal settlement with the
former chairman further reduced SG&A expenses by $9.0 million after netting the benefit against legal fees paid
to litigate the matter.
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BALANCE SHEET

Assets

Invested Assets

December 31, 2005

$ 627.1

December 31, 2004
( RESTATED)

$ 638.4
DAC and Other Assets 334.5 376.3
Separate Accounts 2,742 .7 2,516 .2
Total Assets $ 3,704.3 $ 3,530.9

Liabilities

Policy and Claim Liabilities $ 550.0 $ 600.0
Pension and Other Liabilities 179.3 165.2
Separate Accounts 2,742 .7 2,516 .2
Total Liabilities $ 3,472 .0 $ 3,281 .4

Stockholders' Equity

Total Capital $ 202 .7 $ 241 .9
Comprehensive Income/ (Loss) (12.2) (3 .6)
Retained Earnings 41 .8 11 .2
Total Stockholder's Equity $ 232.3 $ 249.5
Total Liabilities and Stockholders' Equity $ 3,704.3 $ 3,530.9

ASSETS

Total assets increased by $173 .4 million compared to December 31, 2004 . Increases in separate account assets
and the bond investments were partially offset by decreases in LP's, DAC and cash/short term investments . Separate
account assets increased by $226 .5 million when compared to December 31, 2004 . A large increase in separate
account J of $390 .0 million (driven by strong new account growth and new deposits by existing clients) was offset
by a large decline in separate account T (client money market funds) . The bond portfolio increased by $72 .9 million
which reflected the reallocation of proceeds from the sale of the LP's and the full investment of a net $26 .0 million
in cash and short-term holdings in accordance with the Company's asset-liability management strategy . As part
of the UP block of business sale, $41 .4 million of DAC was written off with the transfer of these policies to
Hartford Life . Non-UP DAC amortization approximated $7 .2 million . Other assets decreased by $11 .3 million due
to the liquidation of the assets in two deferred compensation plans that related to the former chairman .
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LIABILITIES

Total liabilities increased by $190 .6 million for the period ended December3l , 2005 . Total policy liabilities decreased
by $50.0 million due to reduced new business volume , continued improved underwriting results, and the run-off
of exited lines of business . Accrued pension and other post retirement benefits payable decreased by $2 .3
million primarily due to the release of a deferred compensation liability due to the legal settlement reached with
the former chairman . Also contributing to the net increase was the growth in the separate account assets /liabilities
noted previously .

STOCKHOLDERS ' EQUITY

Stockholders ' Equity decreased $ 17.2 million from December 31 , 2004. The overall decrease was made up of net
income of $35.8 million combined with a $4 .7 million increase in unrealized losses ( net of tax) . Also contributing
to the decrease was a $3 .9 million increase in the minimum pension obligation liability (which is accounted for as
a direct charge to equity ) due to a reduction in the valuation discount rate from 6% at December 31, 2004 to 5 .75%
as of December 31, 2005 . The discount rate is utilized to value the unfunded accumulated benefit obligation, which
was greater than the current fair market value of the pension plan assets necessitating the liability increase .

The remaining change in stockholders ' equity is due to the redemption /conversion of the convertible preferred
shares that occurred in June . The 544,712 outstanding preferred shares were fully converted or redeemed by the
preferred shareholders impacting equity by a net decrease of $39 .0 million . The retirement of $54.5 million of
preferred shares was offset by the issuance of $15.5 million of Class A common stock for the shareholders who
converted . Also reducing the stockholders ' equity balance was a $4.6 million cash dividend paid to shareholders
in the fourth quarter of 2005 .

Book value per share increased from the December 31, 2004 restated fully diluted book value of $19 .07 primarily
due to the redemption /conversion process noted above coupled with the December 31, 2005 net income . Including
the FAS 115 adjustment , the December 31, 2005 book value per share is $25.37 . Excluding this adjustment, the
December 31, 2005 book value per share would have been $26 .02 .

Management Report on Internal Control
We, as management of ULLICO Inc . and its subsidiaries ("ULLICO'] are responsible for establishing and maintaining
adequate internal control over financial reporting . Internal control over financial reporting is a process designed under
the supervision of the company 's principal executive and financial officers and effected by the company' s board of
directors, management and other personnel to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles . Internal control over financial reporting includes those policies and procedures that :

∎ Pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions
and dispositions of the assets of the company ;
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∎ Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made in accordance with authorizations of management and directors of the company ; and

∎ Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the company's assets that could have a material effect on the financial statements .

Management has evaluated the effectiveness of its internal control over financial reporting as of December 31,
2005, based on the control criteria established in a report entitled Internal Control-Integrated Framework, issued
by the Committee of Sponsoring Organizations of the Treadway Commission . Based an such evaluation, we have
concluded that ULLICO's internal control over financial reporting is effective as of December 31, 2005 .

Management's Report on Disclosure Controls and Procedures
We have established disclosure controls and procedures to ensure that material information relating to the company,
including its subsidiaries, is made known to the officers responsible for financial reporting, other members of senior
management and to the board of directors. Based upon their evaluation of the effectiveness of the company's
disclosure controls and procedures the principle executive and financial officers have concluded that such disclosure
controls and procedures are effective to ensure that the information required to be disclosed by the company is
recorded, processed, summarized and reported within the appropriate time periods .

The company intends to review and evaluate the design and effectiveness of its disclosure controls and procedures
on an ongoing basis . The company intends to make all necessary improvements in controls and procedures and
correct any deficiencies that may be discovered in the future in order to ensure that senior management has timely
access to all material financial and non-financial information concerning the company's business . While the present
design of the company's disclosure controls and procedures is effective to achieve these results, future events
affecting the company's business may cause management to modify its disclosure controls and procedures .

Id

Edward Grebow, President Mark E. Singleton, Chief Financial Officer

ANNUAL REPORT 2005 A



0 , 1 1 111,

x'"11 / 0'W' 0' , r 1

1 1 1 . - 1 - r 11 ' ~

0 1 . '0 1 1 r M /

22 nwKwillim



'RNST& YOUNG ∎ Ernst & Young LLP :ere (202) 327-6000
1224, Connecticut Avenue, N ;< ey corn

sninaton . DC 20031$

Report of Independent Auditors

Board of Directors and Stockholders
ULLICO Inc .

We have audited the accompanying consolidated balance sheets of ULLICO Inc . as of
December 31, 2005 and 2004, and the related consolidated statements of operations,
stockholders' equity, and cash flows for the years then ended . These financial statements
are the responsibility of the Company's management . Our responsibility is to express an
opinion on these financial statements based on our audits .

We conducted our audits in accordance with auditing standards generally accepted in the
United States . Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. We were not engaged to perform an audit of the Company's internal
control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company's internal control over financial reporting . Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management . and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our
opinion .

In our opinion, the financial statements referred to above present fairly, in all material
respects, the consolidated financial position of ULLICO Inc . at December 31, 2005 and
2004, and the consolidated results of their operations and their cash flows for the years
then ended, in conformity with accounting principles generally accepted in the United
States .

As discussed in Note 1 of the consolidated financial statements, the accompanying
consolidated balance sheet as of December 31, 2004 and the related consolidated
statements of operations, stockholders' equity and cash flows for the year ended
December 31, 2004 have been restated .

March 31, 2006

A Member Practice of Ernst & Young Global
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ULLICO Inc .
CONSOLIDATED BALANCE SHEETS
(in thousands, except share amounts)

As of December 31,

ASSETS

2005 2004
RESTATED

Fixed maturities, at fair value (amortized cost of $534,650 & $454,403) $ 526,658 $ 453,785
Equity securities, at fair value (cost of $2,173) 988 964
Investments in limited partnerships 12,068 68,127
Mortgage loans, held for investment 16,030 20,391
Real estate 3 911
Short-term investments 71,401 94,263
Total Investments $ 627,148 $ 638,441

Cash $ - $ 3,094
Accrued investment income 4,980 4,499
Premiums, accounts & notes receivable 37,545 33,041
Reinsurance recoverable 199,313 180,761
Property & equipment 8,252 16,743
Goodwill & other intangible assets 3,849 5,032
Deferred policy acquisition costs 23,322 69,203
Deferred income tax 38,658 33,994
Other assets 18,547 29,838
Separate account assets 2,742,716 2,516,229
TOTAL ASSETS $ 3,704,330 $ 3,530,875

The accompanying notes are an integral part of these financial statements .
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ULLICO Inc .
CONSOLIDATED BALANCE SHEETS
(in thousands, except share amounts)

As of December 31,

LIABILITIES
Policy & claim reserves :

2005 2004
RESTATED

Life, accident & health & annuities $ 241,999 $ 261,192
Property & casualty 140,864 167,983
Deposit-type annuity contracts 113,963 124,499
Policyholder funds on deposit 24,251 21,251
Policyholder dividends payable 13,653 12,590
Unearned & advance premiums 15,267 12,434
Total Policy Liabilities $ 549,997 $ 599,949
Notes payable 1,898 3,916
Accounts payable & other liabilities 48,447 46,096
Reinsurance balances payable 76,491 60,461
Accrued pension & other postretirement benefits 52,364 54,699
Current income taxes payable 146 -
Separate account liabilities 2,742,716 2,516,229
TOTAL LIABILITIES $ 3,472,059 $ 3,281,350

STOCKHOLDERS ' EQUITY
Series A convertible preferred stock ($1 par value ; 10,000,000 shares
authorized ; issued & outstanding 544,727 at 12/31/04)

$ - $ 545

Capital stock ($25 par value ; 2,000,000 shares authorized ; issued & 6,288 6,304
outstanding 251,501 at 12/31/05 & 252,147 at 12/31/04)

Class A common stock, voting ($1 par value ; 12,000,000 shares authorized ; 8,149 6,635
issued & outstanding 8,148,883 at 12/31/05 & 6,635,011 at 12/31/04)

Class B common stock, nonvoting ($1 par value ; 12,000,000 shares authorized ;
issued & outstanding 753,485 at 12/31/05 & 12/31/04)

753 753

Additional capital paid-in
Accumulated other comprehensive income/(lass) :

187,463 227,695

Unrealized investment gain/(loss), net of deferred tax (5,932) (1,208)
Minimum pension liability, net of tax (6,273) (2,406)
Total accumulated other comprehensive income/(loss) (12,205) (3,614)
Retained earnings 41,823 11,207
TOTAL STOCKHOLDERS ' EQUITY $ 232,271 $ 249,525
TOTAL LIABILITIES & STOCKHOLDERS' EQUITY $ 3,704,330 $ 3,530,875

The accompanying notes are an integral part of these financial statements .
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ULLICO Inc .
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands)

For the years ended December 31,

INCOME
Premium income :

2005 2004
RESTATED

Life, accident & health & annuities $ 257,568 $ 289,103
Property & casualty 23,623 25,912
Fee based income 69,672 125,072
Net investment income 25,285 35,583
Net realized investment gains/(losses) (360) 6,008
Gain on sale of office building 574 1,382
Gain/ (loss) on sale of subsidiaries 26,719 (293)
Other income 33,170 403
TOTAL INCOME $ 436,251 $ 483,170

BENEFITS & EXPENSES
Life, accident & health & annuities $ 182,925 $ 219,924
Interest credited to policyholder account balances 3,933 5,645
Losses & loss adjustment expenses - property & casualty 13,715 23,988
Policyholder dividends 9,128 6,521
Total policy benefits & claims expenses $ 209,701 $ 256,078
Commissions 8,046 9,403
Sales, general & administrative expenses 126,265 190,989
Net change in deferred acquisition costs 45,882 13,591
Taxes, licenses & fees 6,001 6,889
Dividends to preferred shareholders 2,542 5,225
Interest expense 1,643 789
TOTAL BENEFITS & EXPENSES $ 400,080 $ 482,964

Net income before federal & state income taxes $ 36,171 $ 206
Income tax expense (351) (109)
NET INCOME $ 35,820 $ 97

The accompanying notes are an integral part of these financial statements .
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ULLICO Inc .
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(in thousands)

Series A
Convertible

Preferred Stock

Balance, January 1, 2004 $ 489
Issuance of Preferred Stock 22
Preferred Dividends to Shareholders 45
Redemptions (11)

Capital Stock
$ 6,327

(23)

Class A
Common Stock

$ 6,635

Class B
Common Stock
$ 753

Balance, December 31, 2004 (RESTATED) $ 545 $ 6,304 $, 6,635 $ 753

Issuance of Class A Common Stock
Redemptions/Conversions (545)
Cancellation of Class A Common Stock
Other 16)

1,546

(32)

Balance , December 31, 2005 $ - $ 6,288 $ 8,149 $ 753

Additional
Capital Paid-In

Other
Comprehensive
Incomel(Loss)

Retained
Earnings Total

Balance , January 1 , 2004 $ 221,572 $ 2,575 $ 11,725 $ 250,076
Net income 97 97
Other comprehensive loss (6,189) (6,189)
Issuance of Preferred Stock 2,187 2,209
Preferred Dividends to Shareholders 4,428 4,473
Redemptions (492) (615) (1,141)
Balance, December 31, 2004 (RESTATED) $ 227,695 $ (3,614) $ 11,207 $ 249,525

Net income 35,820 35,820
Other comprehensive loss (8,591) (8,591)
Issuance of Class A Common Stock 13,912 15,458
Common Stock Dividends to Shareholders (4,577) (4,577)
Redemptions/Conversions (53,926) (54,471)
Cancellation of Class A Common Stock (831) (863)
Other 613 (627) (30)
Balance , December 31, 2005 $ 187,463 $ (12,205) $ 41,823 $ 232,271

The accompanying notes are an integral part of these financial statements .
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ULLICO Inc .
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

For the years ended December 31,

Cash flows from operating activities :

2005 2004
RESTATED

Net income
Adjustments to reconcile net income/(loss) to net cash provided by operating activities :

$ 35,820 $ 97

Interest credited to policyholder account balances 3,933 5,645
Amortization of deferred policy acquisition costs 48,579 15,733
Capitalization of deferred policy acquisition costs (2,697) (2,142)
Amortization & depreciation expense 4,994 7,603
Deferred income taxes (3,733) (1,296)
Realized (gains)/losses on investments, net 360 (6,008)
(Gain)/loss on sale of subsidiary (26,719) 293
Gain on sale of office building (574) (1,382)
Non-cash gains on limited partnership investments, net (535) (11,263)
Change in premiums & other receivables (6,562) 14,651
Change in reinsurance recoverable/payable (2,522) (2,565)
Change in policy liabilities (42,416) (62,792)
Change in other liabilities (9,073) (15,632)
Change in current income taxes (74) (14,315)
Other, net 12,430 9,368

Cash provided by/(used in) operating activities $ 11,211 $ (64,005)
Cash flows from investing activities :
Proceeds from sales & maturities of investments :

Fixed maturities $ 102,962 $ 148,411
Equity securities - 5,734
Mortgage loans 4,660 25,764
Limited partnerships 62,814 39,617

Net proceeds from sale of home office building 1,754 -
Proceeds from sale of subsidiary
Purchases of Investments :

53,928 2,463

Fixed maturities (193,683) (259,477)
Limited partnerships (6,341) (15,950)

Purchases of property & equipment (1,229) (10,674)
Issuance of note receivable (4,000) -
Other, net (62) 365
Cash provided by/(used in) investing activities : $ 20,803 $ (63,747
Cash flows from financing activities

Issuance of convertible preferred stock $ - $ 6,682
Investment product deposits 14,091 10,982
Investment product withdrawals (25,562) (42,108)
Purchase of stock (39,358) (1,141)
Dividends paid to shareholders (4,577) -
Cancellation of common stock (863) -
Repayment of borrowings (6,016) (18,196)
Draw on line of credit 4,000 -
Other, net 315 -

Cash used in financing activities $ (57,970) $ (43,781)
Net Change in Cash (25,956) (171,533)
Cash and short term investments, beginning of year 97,357 268,890
Cash and short term investments, end of year $ 71,401 $ 97,357

The accompanying notes are an integral part of these financial statements .
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Note 1 ---Organization & Basis of Presentation

The accompanying consolidated financial statements include the accounts of ULLICO Inc ., a financial holding company,
and its subsidiaries ( collectively , "ULLICO" or "the Company"). ULLICO's primary wholly owned subsidiaries include
the Union Labor Life Insurance Company (" Union Labor Life"), Ulico Casualty Company ("Ulico Casualty"), Ulica
Insurance Group , inc . ("UIG"), Zenith Administrators , Inc . ("'Zenith ") and Trust Fund Advisors, Inc. ("TFA"') .

The financial statements are prepared in accordance with accounting principles generally accepted in the United
States of America ("GAAP") . All significant intercompany balances and transactions have been eliminated in
consolidation . The preparation of financial statements requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the financial statements and reported
amounts of revenues and expenses during the reporting period . Actual amounts could differ from these estimates
due to a number of factors, including changes in the level of mortality , morbidity, interest rates and asset valuations,
and such differences could occur in the near term .

NATURE OF O PERATIONS

Union Labor Life was founded in 1925 by the officials of the American Federation of Labor to provide low cost
insurance protection to union members and their collectively bargained union benefit plans ("Taft-Hartley "). ULLICO
Inc. was formed in 1987 to facilitate the restructuring of the insurance subsidiaries and to enable the Company to
expand its investment services capabilities through non - insurance subsidiaries . Ownership of ULLICO's stock is
restricted to international and national trade unions , their members , their members ' benefit trusts and directors and
officers of the Company .

The activities of the Company cover a broad range of financial services provided principally to labor unions and their
members, including life and health insurance , managed care and administrative services, property and casualty
insurance , investment advisory services , asset management and mortgage banking and servicing activities .

STATUS OF OPERATIONS

During May 2003 , the Company began a series of significant restructuring activities in response to continued
operating losses as well as the adverse impact of events related to certain ULLICO stock transactions and other
alleged breaches of duties by former ULLICO officers which occurred during the period from 1997 through early 2003
(see further discussion in Note 14 , " Commitments and Contingencies ") . These restructuring activities included :
electing a new majority slate of 15 directors to the Company 's Board of Directors ("Board "), hiring a new senior
management team, raising $ 50 million of new capital and implementing a new strategic plan . The plan included the
withdrawal from certain lines of business , sale of assets , reduction in costs and changes in corporate operations
and governance .

During 2004 and 2005 the Company completed many of these restructuring actions and, as a result, has emerged
from this period with its profitability restored following significant net losses in 2002 and 2003 . Revenue has declined
due to the withdrawal from certain lines of business coupled with a multiple downgrade in the Company's A .M .
Best ratings in 2003 . The decline in revenues has been more than offset by improved loss ratios and lower selling,
general , and administrative ("SG&A") expenses . This improvement in the operations and financial condition was
recognized by A.M . Best with an upgrade in its rating for Union Labor Life during 2005 .
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RESTATEMENT AND RECLASSIFICATION OF 2004 FINANCIAL STATEMENTS

Certain of the 2004 amounts have been revised to reflect the reclassification of issued but not yet cleared claims as
paid in the year they were issued . The impact of this reclassification was a reduction in cash and policy and claim
reserves of $6.2 million .

In connection with the issuance of the 2005 financial statements, the Company restated its 2004 consolidated
financial statements to account for the partial plan termination and curtailment of the ULLICO Inc . Pension Plan
in accordance with Internal Revenue Service ("IRS") regulations and Financial Accounting Standard ("FAS") 88,
Employers' Accounting for Settlements & Curtailments of Defined Benefit Pension Plans and forTermination Benefits .
Prior to issuance of the 2004 financial statement, the Company determined, based on third party legal advice,
that certain restructuring events from 2003 through 2004 were separate and distinct events and did not constitute
a partial plan termination or curtailment as defined by IRS regulations and FAS 88, respectively . In connection
with the sale of Zenith in March 2005 and based on a subsequent review of the Company's restructuring activities
up to and including the sale of Zenith by another third party law firm, the Company determined that it had incurred
a partial plan termination and curtailment in 2004 even prior to the sale of Zenith . Management concurred
with the legal advice and recommended to the Board of Directors that the Company restate the 2004 consolidated
financial statements to properly account for the curtailment . For 2004, the partial plan termination and curtailment
caused an increase in SG&A expense of $1 .9 million and a decrease in net income by the same amount . The
partial plan termination and curtailment also impacted the calculation of the minimum pension liability . For 2004,
the adjustment to the minimum pension liability caused a decrease of $5 .3 million to total liabilities and an
increase to stockholders' equity by the same amount . The table below depicts the impact of the restatement of
the 2004 results on various financial statement categories .

BE

Original 2004 Change 2004
Restated

% Change

Assets $3,535,771 $(4,896) $3,530,875 -0 .10/0
Liabilities 3,289,651 (8,301) 3,281,350 -0.3%
Fquity $ 246,120 $ 3,405 $ 249,525 1 .4%

Income $ 483,170 $ 0 $ 483,170 0.0%
Expenses 481,070 1,894 482,964 0.4%
Pre-tax Income $ 2,100 $(1,894) $ 206 -90.2%
Tax expense (109) 0 (109) 0 .0%
Net Income $ 1,991 $(1,894) $ 97 -95 .1%

Beginning Equity $ 250,076 $ 0 $ 250,076 0 .0%
Net Income 1,991 (1,894) 97 -95 .1%
Other Changes $ (5,947) $ 5,299 $ (648) -89.1%
Change (3,956) 3,405 (551) -86,1%
Ending Equity $ 246,120 $ 3,405 $ 249,525 1 .4%
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Note 2---Summary of Significant Accounting Policies

INVESTED ASSETS

Fixed maturity securities are designated "available for sale" and are reported at fair value . The fair value of fixed
maturity securities is based upon independent market quotations . Changes in fair value of securities designated as
available for sale, net of deferred income taxes , are recorded as a separate component of stockholders ' equity, and
accordingly have no effect on net income . Cash received from maturities and pay downs is reflected as a component
of investment proceeds .

Equity securities include common and non-redeemable preferred stocks and are recorded at fair value if independent
market quotations are available . If independent market quotations are not available, fairvalues are based on estimates
which utilize other valuation techniques . The difference between cost and fair value, net of deferred income taxes, is
recorded as a separate component of stockholders ' equity, and accordingly has no effect on net income .

Limited partnership ("LP") investments are recorded in accordance with the equity method of accounting . The Company
sold the majority of its LP investments in 2005 . The sales generated proceeds of $50 .2 million for LP's with a book
value of $50.3 million , resulting in a net realized loss of $0 .1 million . Amounts related to LP investment balances were
$12.1 million and $68 .1 million at December 31, 2005 and December 31, 2004, respectively .

Mortgage loans are carried at unpaid principal balances, less impairment reserves . For mortgage loans considered
impaired , a specific reserve is established . A reserve is also established for probable losses arising from the portfolio
but not attributable to specific loans . Mortgage loans are considered impaired when it is probable that the Company
will be unable to collect amounts due according to the contractual terms of the loan agreement . When a mortgage
loan has been determined to be impaired , a reserve is established for the difference between the unpaid principal of
the mortgage loan and its fair value . Fair value is based on either the present value of expected future cash flows
discounted at the mortgage loan's effective interest rate or the fair value of the underlying collateral . Changes in the
mortgage valuation reserves are reflected in realized gains or losses . Mortgage loans are carried at the lower of cost
or market, using the specific identification method .

Real estate investments are carried at cost, less accumulated depreciation . Foreclosed real estate is carried at lower
of cost or fair value .

Short -term investments include money market funds and other short -term investments whose maturities at the time
of acquisition were ninety days or less . These investments are carried at fair market value .

Declines in the fair value of invested assets below cost are evaluated for other-than -temporary impairment losses .
The portfolio of investments is reviewed on a quarterly basis to determine if an other -than-temporary decline in value
has occurred . The decision to impair a security incorporates both quantitative criteria and qualitative information .
A number of issues factor into the "impairment " decision including , but not limited to : (a) materiality and length
of unrealized loss, (b ) the financial condition of issuer, (c) the business plan and trend of issuer, (d) general market
conditions and industry or sector specific factors , ( e} interest rate environment , and (f) any recent rounds of financing .
The ultimate decision is based on the security's ability to recover or regain value from its current position . For
securities that are impaired , the security is written down to fair value and the resulting losses are recognized in
realized gains/losses in the consolidated statements of operations .

For fixed maturity investments with unrealized losses due to market conditions , industry related events or the interest
rate environment , where the Company has a positive intent and ability to hold the investment for a period of time
sufficient to allow a market recovery or to maturity and specific evidence of deterioration of the issuers ' credit does
not exist , declines in value are assumed to be temporary.
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BENEFIT RESERVES AND POLICYHOLDER CONTRACT DEPOSITS

Life and health insurance products consist principally of group insurance policies . Most of the Company's group life
and health insurance policies are participating . Therefore, in addition to guaranteed benefits, they pay dividends, as
declared annually by the Company based on its experience . The group life and health insurance claim reserves are
based on projections of historical claim development . The policy reserves are based on assumptions for mortality and
morbidity, utilizing interest rates ranging from 2 .25% to 6.0% .

Investment-type annuity products consist primarily of guaranteed investment contracts (GICs) and single premium
annuity contracts . Annuity reserves consist principally of liabilities for group pension funds that are deposited on
behalf of groups to provide immediate and future retirement benefits to group members .

Benefit reserves and policyholder contract deposits on annuity and universal life insurance products are determined
following the retrospective deposit method and consist of policy account values that accrue to the benefit of the
policyholder, before deduction of surrender charges .

The reserves for losses and loss adjustment expenses for property and casualty insurance policies include estimates for
losses and claims reported priortothe balance sheet date, estimates of claims incurred but not reported (based on projections
of historical developments), and estimates of expenses for investigation and adjusting all incurred and unadjusted claims .
Reserves are continually monitored and reviewed, and any adjustments are reflected in earnings currently .

FEE BASED INCOME

Fee based income consists primarily of revenue generated from administrative services and investment management
and maintenance fees . Administrative service fees provided to third parties for claims processing and benefit plan
administration were approximately $36 .6 million and $92 .8 million for 2005 and 2004, respectively . The primary
reason for the decline was the sale of Zenith in March of 2005 . In addition, fee based income includes investment
management and maintenance fees charged to the Separate Accounts and third parties . Investment management
and maintenance fees were approximately $33 .1 million and $32 .3 million for 2005 and 2004, respectively .

PREMIUMS, CHARGES AND BENEFITS

Premiums for life policies are recognized when due . Premiums for property and casualty and accident and health
policies are generally earned over the contract term . Benefit claims (including an estimated provision for claims
incurred but not reported), benefit reserve changes, and expenses (except those deferred) are charged to income
as incurred .

Certain investment-type annuity and universal life insurance contracts are treated as deposits . Revenues for
investment-type products consist of policy charges for the cost of insurance, policy initiation, administration and
surrenders during the period. Expenses include interest credited to policy account balances and benefit payments
made in excess of policy account balances . Credited interest rates ranged from 3 .0% to 6.5% in 2005 and 2004 .

DEFERRED POLICY ACQUISITION COSTS

The costs that vary with and are directly related to the production of new business have been deferred and recorded
as deferred policy acquisition costs ("DAC") to the extent deemed recoverable . Such costs include commissions and
certain costs of underwriting, policy issue and marketing . DAC associated with property and casualty insurance is
amortized to expense as premiums are earned . For traditional life insurance products, DAC is amortized to income
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in proportion to the estimated premiums on such business . For variable life insurance products , DAC is amortized
to expense in relation to estimated gross profits . DAC is reviewed periodically for recoverability and written down
when necessary. Anticipated investment income is considered when determining if a premium deficiency relating to
short-duration contracts exists .

INVESTMENT INCOME

Investment income primarily consists of interest , dividends and net investment income from partnership interests . Interest
is recognized on an accrual basis and dividends are recorded at the ex-dividend date . Income from limited partnership
investments is recorded based on the equity method , whereby earnings are included in investment income .

Realized capital gains and losses include gains and losses on investment dispositions and write downs in value due
to other-than -temporary declines in fair value . Realized gains and losses on investment dispositions are determined
on a specific identification basis .

POLICYHOLDER DIVIDENDS

As of December 31, 2005 and 2004, approximately 99% of the Company 's in-force life and health business was
written on a participating basis, respectively . Dividends are earned by the policyholders ratably over the policy year .
Dividends are included in the accompanying financial statements as a liability and as a charge to operations .

REINSURANCE

The reinsurance recoverable amount reported includes amounts billed to reinsurers on paid policy life and accident
and health benefits and claims as well as estimates of amounts expected to be recovered from reinsurance on
amounts that have not yet been paid . Reinsurance recoverables on unpaid policy benefits and claims are estimated
based upon assumptions consistent with those utilized in establishing reserves. Premiums , benefits and expenses are
recorded net of experience refunds , reserve adjustments and amounts assumed from or ceded to reinsurers, including
commission and expense allowances . The reinsurance balances payable amount reported includes amounts billed
from reinsurers for premiums ceded which were written by the Company .

SEPARATE ACCOUNTS

Union Labor Life maintains separate account assets and liabilities , representing net deposits and accumulated net
investment earnings less fees , held primarily for the benefit of tax-qualified group pension contract holders, which
are reported at fair values in the Company 's consolidated balance sheet . The Company does not bear the investment
risk. The assets consist primarily of equity securities , publicly traded long-term bonds , construction and permanent
mortgages and short-term investments .

INCOME TAXES

Federal income taxes are charged or credited to operations based upon amounts estimated to be payable or recoverable
as a result of taxable operations for the current year . Deferred income tax assets have been recorded for temporary
differences between the reported amounts of assets and liabilities in the accompanying financial statements and
those in the Company 's income tax returns . A deferred tax asset valuation allowance is established if it is more likely
than not that such an asset would not be realized .
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PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost less accumulated depreciation and amortization . Included in property
and equipment are capitalized costs related to computer software licenses and software developed for internal
use . Depreciation is computed using the straight-line method over the estimated useful lives of the related assets .
Estimated useful lives of depreciated assets are as follows : home office buildings (50 years) ; personal computers (3
years); printers, servers, mainframe equipment, software and furniture and fixtures (5 years) . Leasehold improvements
are amortized over the shorter of the estimated useful lives of the assets or the related lease term . Accumulated
depreciation on property and equipment was $24 .1 million and $29.3 million at December 31, 2005 and 2004,
respectively. Depreciation expense was $4 .2 million and $6 .9 million for the years ended December 31, 2005 and
2004, respectively. The Company reviews its property and equipment for impairment whenever events or changes in
circumstances indicate that the carrying value may not be recoverable .

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill in the amount of $4 .0 million and $4.8 million as of December 31, 2005 and 2004 represents the excess of
purchase price over fair value of the net assets of acquired entities . The Company adopted Statement of Financial
Accounting Standards No . 142, Goodwill and Other Intangible Assets (SFAS 142) on January 1, 2002, SFAS changed
the accounting for goodwill and indefinite-lived intangible assets from an amortization method to an impairment-only
approach . Amortization of goodwill and indefinite-lived intangible assets recorded in past business combinations
ceased upon adoption of SFAS 142 . Accordingly, net income for the years December 31, 2005 and 2004 does not
include amortization expense on goodwill or indefinite-lived intangible assets . Management reviews the carrying
value of acquired intangible assets to determine whether impairment may exist . This review is done annually unless
events suggest that an impairment may have occurred in the interim . Based on this test, the Company recorded a $0 .5
million impairment of goodwill in 2005 .

Definite lived assets such as customer contracts are amortized over periods up to 3 years . Accumulated amortization on
goodwill and other intangible assets was $2 .1 million and $1 .7 million at December 31, 2005 and 2004, respectively .

DIVESTITURES

In January of 2005, Union Labor Life sold its Union Privilege block of business to a third party and realized an after-
tax loss of $4 .3 million. Net income from the UP block of business' operations was $0.8 million for the period ended
January 31, 2005 and $6 .1 million for the period ended December 31, 2004 .

In March of 2005, ULL1CO Inc . sold all of the stock of its wholly owned subsidiary, Zenith and realized an after -tax gain
of $24.5 million. Net income from Zenith 's operations was $0 .5 million for the period ended March 31, 2005 and $1 .3
million for the year ended December 31, 2004, respectively .

In May of 2005, Ulico Casualty sold all of the stock of its wholly owned subsidiary, Ulico Indemnity Company
)"Indemnity" ) and realized an after-tax gain of $2 .2 million . Net loss from Indemnity's operations was $0 .1 million for
the period ended May 31, 2005 and the year ended December 31, 2004, respectively .
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Note 3---Investment Securities

The amortized cost, gross unrealized gains, gross unrealized losses and estimated fair value of investments as of
December 31, 2005 and 2004 are as follows (in millions) :

2005

.S. Treasury and agency securities

Amortized
Cost

$ 275.7

Gross
Unrealized

Gains
$ -

Gross
Unrealized

Losses
$ 4.9

Estimated Fair
Value

$ 270.8
Industrial and other corporate bonds 56.2 0 .1 1 .0 55.3
Mortgage backed securities 202.8 0.9 3 .1 200.6

Fixed maturities $ 534.7 $ 1 .0 $ 9.0 $ 526.7
Equity securities 2.2 0.1 1 .3 1 .0

Total $ 536.9 $ 1 .1 $ 10 .3 $ 527 .7

2004

Amortized
Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses
Estimated Fair

Value
U.S. Treasury and agency securities $ 225.4 $ 1 .0 $ 2.1 $ 224.3
Industrial and other corporate bonds 35.0 0.3 0.1 35.2
Mortgage backed securities 194.0 1 .1 0.8 194.3

Fixed maturities $ 454.4 $ 2.4 $ 3.0 $ 453.8
Equity securities 2.2 0 .1 1 .3 1 .0

Total $ 456.6 $ 2.5 $ 4.3 $ 454.8

The Company had $69 .1 million and $90 .4 million of securities on deposit with state regulatory authorities as of
December 31, 2005 and December 31, 2004, respectively.

The amortized cost and estimated fair value of fixed maturity securities at December 31, 2005 by contractual maturity
are shown below (in millions) :

Amortized
Cost

Estimated Fair
Value

Due in one year or less $ 38.7 $ 38.4
Due after one year through five years 201 .0 197.7
Due after five years through ten years 82.0 80 .3
Due after ten years 212.9 210 .2

Total $ 534.6 $ 526.6
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Expected maturities may differ from contractual maturities because borrowers may have the right to call or prepay
obligations with or without prepayment penalties . Mortgage-backed securities are included based on their
final maturity.

Proceeds from the sale of fixed maturities were $90 .0 million and $70 .7 million for the fiscal years ended December
31, 2005 and 2004, respectively .

Realized gains/Mosses) on investments for the years ended December 31, 2005 and 2004 are summarized as follows
(in millions) :

Realized Gains/iLosses) 2005 2004
Fixed maturities $ (0.8) $ 0.6
Equity securities - 1 .5
Mortgage loans held for investment 0 .3 0,8
Limited partnerships (0 .1) 3,0
Real estate 0.2 0 .1

Total Realized Gains/(Losses) $ (0.4) $ 6 .0

Gross realized capital gains on investments were $2 .2 million and $7.5 million for the years ended December 31, 2005
and 2004, respectively. Gross realized capital losses on investments were $2 .6 million and $1 .5 million for the years
ended December 31, 2005 and 2004, respectively .

Gross realized capital losses include other-than-temporarily impaired investment losses of $0 .4 million and $0 .8
million for the years ended December 31, 2005 and December 31, 2004, respectively .

The Company's investment portfolio includes $3 .9 million of unrealized losses on one hundred and twenty-five
fixed maturity securities that have been in a continuous loss position for less than 12 months . The portfolio
also includes $5.1 million of unrealized losses on eighty-four fixed maturity securities that have been in a loss
position for more than 12 months. Based upon the nature of the fixed maturity securities, primarily U .S . Treasury
and government agency securities, the Company believes that each issuer will meet all of its financial obligations .
The Company's investment portfolio also includes $1 .3 million of unrealized losses on twenty-five equity securities
that have been in a continuous loss position of more than 12 months . It is management's judgment that the
unrealized loss is fully recoverable given the underlying positive fundamentals of the issuers . The fair market
value for the equity securities is management's best estimate as of the balance sheet date . The Company does
not believe that these unrealized losses are other than temporary .
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The following table shows the Company's investments with gross unrealized losses and their fair value, aggregated
by investment category and length of time that individual securities have been in a continuous unrealized loss
position, at December 31, 2005 .

Less than 12 months 12 months or more Total
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair
Value

Unrealized
Losses

US Treasury obligations and direct
obligations of US government agencies $ 152.9 $ 1 .4 $ 112.6 $ 3.4 $ 265.5 $ 4.8
Federal agency mortgage
backed securities 130.0 1 .7 39.6 1 .5 169.6 3.2

Corporate Bonds 41 .8 0.8 10.5 0.2 52.3 1 .0
Subtotal, fixed maturity debt securities $ 324.7 $ 3.9 $ 162.7 $ 5.1 $ 487.4 $ 9.0

Equity securities 0.8 1 .3 0.8 1 .3
Total temporarily impaired securities $ 324.7 $ 3 .9 $ 163.5 $ 6.4 $ 488.2 $ 10.3

Net unrealized appreciation/(depreciation) on securities as of December 31, 2005 and 2004 is summarized as follows
(in millions) :

2005 2004

Fixed maturities $ (8 .0) $ (0 .6)
Equity securities (1 .2) (1 .2)
Less: Deferred income taxes 3.3 0.6

Net Unrealized Appreciation/(Depreciation) $ (5 .9) $ (1 .2)

Net investment income, by type of investment, is as follows for the years ended December 31, 2005 and 2004
(in millions) :

2005 2004
Gross investment income :

Fixed maturities $ 21 .0 $ 20.0
Equity securities 0.1
Mortgage loans, held for investment 1 .5 3.9
Real estate - (0 .2)
Limited partnerships 2.1 13.2
Short-term investments 3.0 1 .6
Other, net 0.2 0.1

Gross investment income $ 27 .8 $ 38.7
Less : Investment expenses (2 .5) (3 .1)

Net investment income $ 25 .3 $ 35.6
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Note 4---Mortgage Loans - Held for Investment

Mortgage loans held for investment and the related reserves are as follows at December 31, 2005 and 2004
(in millions) :

2005 2004

Commercial mortgages $ 12 .8 $ 16 .9

Residential mortgages 3 .2 3 .9

Less: Mortgage valuation reserves - (0 .4)
Net Mortgage Loans $ 16.0 $ 20 .4

2005 is as follows (dollars in millions) :

Florida

Number

1

Balance

$ 5.4

% of
Portfolio

33 .8%
California 2 3 .3 20 .6%
Maryland 9 1 .5 9 .4%

Virginia 5 0 .5 3 .1%
Other states and municipalities 9 5 .3 33 .1%

Total 26 $ 16 .0 100 .0%

The Company's mortgage loans held for investment net of related reserves, for significant states at December 31,

Note 5---Real Estate

Investment real estate (excluding home office properties) is as follows at December 31, 2005 and 2004
(in millions) :

2005 2004

Foreclosed $ - $ 0 .1

Investment - 0 .8

Net Real Estate Investment $ - $ 0 .9

Investment real estate decreased due to the sale of a Ulico Casualty office building located in Edina, Minnesota . The
sale generated an after-tax gain of $0 .6 million .
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Note 6---Property and Equipment

Property and equipment consisted of the following at December 31, 2005 and 2004 ( in millions) :

2005 2004

Leasehold improvements $ 4.7 $ 7 .3
Furniture and equipment 9.1 16 .5
Software 18.6 22 .2

Property and equipment, at cost $ 32.4 $ 46 .0
Less: Accumulated depreciation and amortization (24.1) (29 .3)

Net Property and Equipment $ 8 .3 $ 16.7

Accumulated depreciation decreased during 2005 primarily due to the sale of Zenith in March of 2005 .

Note 7---Goodwill and Other Intangible Assets

Goodwill and other intangible assets consisted of the following at December 31, 2005 and 2004 (in millions) :

2005 2004

Goodwill $ 4 .0 $ 4.8
Less: Accumulated amortization (0.8) (1 .0)

Net Goodwill $ 3 .2 $ 3 .8

Intangible assets :
Customer contracts $ 1 .9 $ 1 .9
Less: Accumulated amortization (1 .3) (0 .7)

Net Intangible assets subject to amortization $ 0.6 $ 1 .2

Amortization expense was $0 .6 mill ion and $0 .7 mil I ion for the years ended December 31, 2005 and 2004, respectively.
Amortization expense for the next fiscal year is estimated to be approximately $0 .6 million .

Accumulated amortization related to goodwill decreased by $0 .2 million due to a $0 .5 million impairment to carrying
value of goodwill and a $0 .7 million reduction due to the write-off of fully amortized goodwill .
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Note 8---Deferred Policy Acquisition Costs

Policy acquisition costs deferred for amortization against future income and the related amortization charged to
expense are as follows at December 31, 2005 and 2004 ( in millions) :

2005 2004

Balance, January 1 $ 69.2 $ 82 .8
Costs deferred during the period :
Direct marketing costs 0 .3 1 .4
Premium taxes 2 .2 0 .1
Underwriting, compensation and other acquisition costs 0 .2 0 .6

Total costs deferred during the period $ 2 .7 $ 2 .1
Less : Costs amortized during the period (48.6) (15.7)
Balance, December 31 $ 23 .3 $ 69 .2

Amortization of deferred acquisition costs ("DAC") increased significantly due to the write-off of $41 .4 million of
DAC due to the sale of the Union Privilege block of business to Hartford Life in January of 2005 .

Note 9---Claim Reserves
Activity in the liability for unpaid life, accident and health claims for 2005 and 2004 is summarized as follows
(in millions) :

2005 2004

Balance, January 1 $ 97.4 $ 113.3
Less: reinsurance recoverables 5.4 7.7

Net balance, January 1 $ 92.0 $ 105.6
Incurred related to :

Current year 199.2 223.4
Prior years (19.3) (7 .4)

Total Incurred $ 179.9 $ 216.0
Paid related to :

Current year 135 .1 150 .0
Prior years 52 .2 79.6

Total Paid $ 187 .4 $ 229.6
Net balance, December 31 84.5 92.0

Plus: reinsurance recoverables 5.6 5.4
Balance, December 31 $ 90.1 $ 97.4

The above liability for unpaid life, accident and health claims is included in policy and claim reserves on the
balance sheet .
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The Company's life and accident & health operations experienced improvements in prior year development during
2005 for several lines of business . The group medical products had favorable reserve development during the
year of $5 .9 million and stop loss had favorable reserve development of $8 .0 million . Additionally, there was a
$4.9 million reserve improvement for Group Life . All reserve development was due to better than anticipated
experience for benefits and claims expense . The Individual and Direct Marketing areas contributed an additional
$0.5 million improvement .

Activity in the liability for unpaid property and casualty losses and loss adjustment expenses for 2005 and 2004 is
summarized as follows (in millions) :

2005 2004

Balance, January 1 $ 168.0 $ 191 .8

Less : reinsurance recoverables 56.8 67.5

Net balance, January 1 $ 111 .2 $ 124.3

Incurred related to :
Current year 14.4 21 .9
Prior years (0.7) 2 .1

Total Incurred $ 13 .7 $ 24.0

Paid related to :
Current year 1 .5 2 .4

Prior years 29.8 34.7

Total Paid $ 31 .3 $ 37 .1

Net balance, December 31 93.6 111 .2

Plus reinsurance recoverables 47.3 56 .8

Balance, December 31 $ 140.9 $ 168 .0

The Company's property and casualty operations experienced positive development from prior accident years in
several lines of business in 2005 totaling $0 .7 million and adverse development of $2 .1 million in 2004 .

The estimated cost of loss and loss adjustment expenses (LAE) attributable to insured events of prior years decreased
by $0.7 million during 2005 and increased by $2 .1 million in 2004 . The redundancy is primarily due to the workers'
compensation line of business developing with better experience than anticipated . The shortage for 2004 was
approximately 2% of prior year reserves, primarily attributable to auto liability and other liability . Increases and
decreases of this nature occur as the result of claim settlements during the current year, along with additional
information received regarding unpaid additional claims . Recent loss development trends are also taken into account
in evaluating the overall adequacy of unpaid losses and LAE .

Note 10---Reinsurance
In the normal course of business, the Company assumes risks from and cedes certain parts of its risks to other
insurance companies . The primary purpose of ceded reinsurance is to limit losses from large exposures .
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Reinsurance contracts do not relieve the Company of its obligations to policyholders . To the extent that reinsuring
companies are later unable to meet obligations under reinsurance agreements, the Company would be liable for
these obligations . The Company evaluates the financial condition of its reinsurers and limits its exposure to any one
reinsurer.

Union Labor Life maintains certain reinsurance agreements under excess of loss, quota share, and catastrophe
coverage whereby it retains a maximum of $675,000 of coverage per policy for group health and stop loss, $100,000
per life for group life, excluding direct marketed products .

The property and casualty subsidiaries also participated in certain reinsurance agreements . The Company cedes
business under quota share and excess of loss reinsurance treaties .

The effects of reinsurance on premium income for the years ended December 31 are as follows (in millions) :

2005 2004

Life, health and annuities premium income :
Direct $ 221 .5 $ 274.0
Assumed 56.9 37 .7
Ceded (20 .8) (22 .5)
Net premium income $ 257.6 $ 289 .2

Property & casualty premiums written :
Direct $ 12 .9 $ 19.4
Assumed 20.3 7.7
Ceded (8.2) (5 .6)
Net premium income written $ 25.0 $ 21 .5

Property & casualty premiums earned :
Direct $ 14.4 $ 28 .1
Assumed 15 .4 3.8
Ceded (6.2) (6 .0)
Net premium income earned $ 23 .6 $ 25.9

Total amounts recoverable from reinsurers at December 31, 2005 and 2004 were $199 .3 million and $180 .8 million,
respectively. The reinsurers with significant balances with the Company are as follows :

Reinsurers 2005 2004

United Teachers Associates Insurance Company ("United Teachers") $ 84 .0 $ 67.9
Zurich American Insurance Company ("Zurich") $ 9 .6 $ 13 .9
American Re Insurance Company ("American Re") $ 20 .1 $ 24.2
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During 2003, United Teachers disputed its reinsurance contract with the Company ; accordingly all cash movements
between United Teachers and the Company were suspended until resolution of the dispute . In April 2004, the Company
received favorable settlement on this matter, which was appealed by United Teachers . See further discussion in Note
14, "Commitments and Contingencies" .

The Zurich and American Re reinsurance recoverables relate to paid claims and loss reserves on property and casualty
insurance. There are no significant recoverables from Zurich or American Re relating to paid claims .

Note 11---Benefit Plans

COMPANY BENEFIT PLANS

The Company maintains two funded noncontributory defined benefit pension plansthatcover certain eligible employees .
One of the pension plan's investments is common stock of ULLICO Inc . The Company also sponsors several unfunded
non-qualified defined benefit, supplemental pension, supplemental retirement, and deferred compensation plans . The
Company's funding policy for the defined benefit plans is to contribute annually the maximum amount deductible for
Federal income tax purposes . The primary defined benefit pension plan has been fully funded for Federal tax purposes
since 1986 .

The Company also maintains two defined contribution plans . Participants may contribute up to 14% of their
compensation with the Company making matching contributions on the first three percent . Effective August 2003,
matching contributions for the Union Labor Life 401(k) plan were suspended for management employees who were
eligible for pension plan participation . The matching contributions were reinstated by the Company in June of 2004 .
The Company made contributions of $0 .7 million in 2005 and $0 .5 million in 2004. The Company made profit sharing
plan contributions in the amount of $0 .3 million and $0 in 2005 and 2004, respectively .

The Company also provides postretirement health and life insurance benefits for certain eligible employees .

Obligations and Funded Status

Qualified Pension
Benefits

Non-qualified
Pension Benefits

Postretirement
Benefits

2005 2004 2005 2004 2005 2004
Change in benefits obligation
Benefit obligation at beginning of year $ 134.4 $ 135.3 $ 6.0 $ 9.2 $ 21 .2 $ 24.1

Service cost 2.3 4 .8 0 .1 0 .3 0 .1 0 .1

Interest cost 7 .9 8 .2 0 .4 0 .4 1 .2 1 .2

Plan amendments - (8 .61 - (0 .71 - (3 .3)

Actuarial loss 6 .3 8.2 0.5 (3 .0) (0 .3) 0.7

Benefits paid (5.1) (4-8) (0 .3) (0 .2) (1 .6) (1 .6)

Curtailments, settlements,
and special terminations (2 .8) (8 .7) - - - -
Benefit obligation at end of year $ 143.0 $ 1 34.4 $ 6.7 $ 6.0 $ 20.6 $ 21 .2
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Qualified Pension
Benefits

Non-qualified
Pension Benefits

Postretirement
Benefits

2005 2004 2005 2004 2005 2004
Change in plan assets
Fair value of plan assets beginning of year $ 113 .3 $ 109.8 $ - $ - $ - $
Market adjustment 4.7 0.8
Actual return on plan assets 6.5 6.3
Employer contribution 1.0 2.0 0.3 0.2 - -
Benefits paid (5.1) (4.8) (0.3) (0.2) - -
Administrative expenses (1 .1) (0 .8) - - - -
Fair value of plan assets end of year $ 119.3 $ 113.3 $ - $ - $ - $ -

Qualified Pension
Benefits

Non-qualified
Pension Benefits

Postretirement
Benefits

2005 2004 2005 2004 2005 2004
Funded status $ (23.6) $ (21 .2) $ (6.6) $ (6.0) $ (20.5) $ (21 .2)
Unrecognized net actuarial gain (loss) 13.8 11 .4 (2 .2) (2 .9) (1 .4) (1 .1)
Unrecognized prior service cost (benefit) 1 .8 2.8 1 .4 1 .6 (5.5) (5.9)
Unrecognized transition obligation /( asset)
Net amount recognized $ (8.0) $ (7.0) $ (7 .4) $ (7 .3) $ (27 .4) $ (28 .2)

Qualified Pension
Benefits

Non-qualified
Pension Benefits

Postretirement
Benefits

2005 2004 2005 2004 2005 2004
Amounts recognized in the statement

of financial position consist of :
Prepaid benefit cost $ (7 .0) $ (5 .5) $ (7.4) $ (7.3) $ (28 .1) $ (28.9)
Premiums paid by employer 1 .6 1 .6
Accrued benefit liability (12.5) (8.0) (0 .9) (0 .9)
Intangible asset 1 .8 2.8
Other comprehensive loss 9.7 3.7
Not amount recognized $ (8.0) $ (7.0) $ (7.4) $ (7 .3) $ (27 .4) $ (28 .2)
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The components of net periodic benefit cost are as follows (in millions) :

Qualified Pension
Benefits

Non-qualified
Pension Benefits

Postretirement
Benefits

2005 2004 2005 2004 2005 2004

Service cost $ 3 .1 $ 5.5 $ 0.1 $ 0.3 $ 0.1 $ 0.1

Interest cost 7.9 8.2 0.4 0.4 1 .2 1 .2

Expected return on plan assets (9 .5) (9 .4)
Amortization of prior service cost 0.2 1 .2 0 .1 0.2 (0 .5) (0 .4)

Amortization of net/(gain) (0 .2) (0 .4) - -
Amount of loss recognized due to

a settlement or curtailment
0.2 1 .9

Net periodic benefit cost 1 .9 $ 7.4 $ 0 .4 $ 0.5 $ 0 .8 $ 0.9

The Company's weighted-average asset allocations at December 31, 2005 and 2004, by asset category, are as follows :

Qualified Pension
Benefits

2005 2004

ULLICO common stock 7 .4% 4.6%

Equities 48.9% 47 .7%
Fixed maturity securities 40.8% 44.9%
Other 2.9% 2.8%

Total 100% 100%

Qualified Pension
Benefits

Non-qualified
Pension Benefits

Postretirement
Benefits

Weighted Average assumptions
as of December 31 2005 2004 2005 2004 2005 2004

Discount Rate 5.75% 6.00% 5.75% 6.00% 5.75% 6.00%

Expected return on plan assets 8.39% 8.39%
Rate of compensation increase 4.10% 4 .15% 4.03% 3.79% 4 .03% 3 .94%

For postretirement health benefit measurement purposes, a 9 .75% annual rate of increase in the per capita covered
health care benefits was assumed for 2005. The rate was assumed to decrease gradually to 4 .5% for 2012 and
remain at that level thereafter.
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At December 31, 2005 and 2004, the Company recorded an additional minimum pension liability of $9 .7 million and
$3 .7 million, respectively, for unfunded accumulated pension obligations in excess of accrued pension costs . The
additional minimum pension obligation is recorded in shareholders' equity, net of deferred tax, as other comprehensive
income/ (loss) .

SENIOR EXECUTIVE COMPENSATION PLANS

In addition to the plans in the tables above, the Company also maintains one non-qualified Executive Compensation
Plan. Certain benefits under this plan are currently in dispute. See further discussion in Note 14, "Commitments
and Contingencies" .

In November of 2005, the Company reached a legal settlement with a former chairman which resulted in the
liquidation of assets and release of liability related to a retirement agreement funded through a Rabbi Trust which
was established in 1994 . The agreement provided annual retirement benefits equal to 60% of final average pay
including base salary, bonus, and incentive compensation with a lump sum option . The plan liability at December 31,
2004 was $8 .5 million. The assets in the Rabbi Trust at December 31, 2004 were $6 .9 million and were included in
other assets on the consolidated balance sheets .

The legal settlement also impacted a deferred compensation plan established for certain former senior executives of
ULLICO, which included the former chairman . Plan assets and liabilities were reduced to $1 .8 million as of December
31, 2005 . Plan assets and liabilities were $7 .6 million at December 31, 2004 . The assets for this plan are also
included in other assets on the consolidated balance sheets .

Note 12---Income Taxes

The Company files a consolidated life-nonlife Federal income tax return including all eligible subsidiaries . The
components of income tax (expense)/benefit are as follows (in millions) :

2005 2004

Federal Income Tax (Expense)/Benefit
Current $ 1 .5 $ _
Deferred (1 .5) -

Subtotal federal income tax (expense)/benefit - -
State Income Tax (Expense)/Benefit

Current $ (0 .4) $ (0.1)
Deferred - -
Subtotal state income tax (expense)/benefit (0 .4) (0 .1)

Income Tax (Expense )/Benefit $ (0.4) $ (0 .1)
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The reconciliation of Federal taxes computed at the statutory rate of 35% to the income tax (provision)/benefit is as
follows (in millions) :

2005 2004

Federal income tax (expense)/benefit at statutory rate $ (12.7) $ (0 .0)
Valuation Allowance 12.2 0.5
Other, net 0.5 (0 .5)

Federal Income Tax (Expense)/Benefit $ - $ -

The tax effects of items comprising the Company's net Federal deferred income tax asset/(liability) are as follows at
December 31, 2005 and 2004 ( in millions) :

2005 2004

Federal Deferred Tax Asset
Insurance reserves $ 9 .3 $ 12 .3
Pension and postretirement benefits 19 .0 21 .7
Policyholder dividends 4 .1 3.6
Deferred tax losses on investments 4.4 5.8
Deferred partnership losses 5.1 6.2
Tax net operating loss carryforwards 13.1 29.6
Other 5 .6 6 .5
Valuation allowance (13 .9) (26.1)
Subtotal Federal deferred tax asset $ 46.7 $ 59.6

Federal Deferred Tax Liability
Deferred policy acquisition costs and ceding commissions 8 .0 22.4
Accelerated tax depreciation - 1 .7
Other - 1 .5
Subtotal Federal deferred tax liability $ 8.0 $ 25.6

Net Federal Deferred Tax Asset $ 38.7 $ 34.0

As of December 31, 2005, the Company has valued its net deferred tax asset in the amount of $38 .7 million which
represents the Company's view that sufficient net positive evidence exists to support the realization and reporting of
the amount as a net deferred tax asset within the requirements of Statement of Financial Accounting Standards No .
109, Accounting for Income Taxes . The Company has valued its net deferred tax asset at the amount deemed more
likely than not by management to be realized, based on projections of future taxable income . The decrease in the
valuation allowance in the amount of $12 .2 million during 2005 is primarily due to the utilization of approximately
$47.1 million of tax loss carryover in 2005 .
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The Internal Revenue Service (IRS) has completed its review of information relating to calendar years 1999 through
2001 tax years as part of the Joint Committee review of the refund generated relating to the tentative carryback of
losses to tax years 1999 and 2000 and has proposed no new adjustments . The Company and the IRS have agreed to
extend the period for filing refund claims and assessments for tax years 1999, 2000 and 2001 until June 30, 2006 .

As of December 31, 2005, the Company has regular-tax net operating loss carry forwards of $37 .3 million, which will
be used to offset future taxable income. Regular tax net operating loss carry forwards consist of $7 .7 million for the
life companies and $29 .6 million for the non-life companies which start to expire in 2016 and 2023, respectively .

For 2005, the Company is subject to the alternative minimum tax, and paid approximately $1 .3 million in estimated
payments. For alternative minimum tax purposes, the Company has approximate operating loss carry forwards of
$37 .1 million, consisting of $7.1 million forthe life companies and $30 .0 million forthe non-life companies which start
to expire in 2016 and 2023, respectively .

Federal income taxes paid were $1 .3 million for 2005 and $14 .8 million for 2004, respectively. The $14 .8 million
payment was a partial repayment of a 2002 refund amount related to the IRS review noted above .

Note 13---Borrowings

Notes payable outstanding at December 31, 2005 and 2004 consist of the following (in millions) :

2005 2004

$4 .0 million promissory note, (interest at 6%) $ 1 .1 $ 2.4
$2.0 million promissory note, (interest at 5%) 0.8 1 .5

Total Borrowings $ 1 .9 $ 3.9

In November 2003, in connection with the settlement of an early airplane lease termination, the Company entered into
a promissory note agreement for $4.0 million, which matures in 2006 and has an interest rate of 6.0% .

In connection with the sale of a subsidiary in December of 2003, the Company executed a promissory note agreement
with the purchaser for $2 .0 million, whereby all payments by the Company are to be made solely from revenues generated
from a certain brokerage contract the Company has to place health insurance business with a third party insurer .

Cash interest paid was $0 .2 million and $0 .8 million for the years ending December 31, 2005 and 2004, respectively.

Note 14---Commitments and Contingencies
LEASES

The Company leases office space, data processing and copier equipment and certain other equipment under operating
leases expiring on various dates between 2005 and 2019 . Most of the leases contain renewal and purchase options
based on prevailing fair market values . Lease payments totaled $7 .3 million and $12 .1 million for the years ended
December 31, 2005 and 2004, respectively .
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Aggregate future minimum rent payments required under non-cancelable operating leases in effect at December 31,
2005 are summarized as follows (in millions) :

Year ending December 31 Minimum Lease Payments

2006 $ 7.0
2007 7.1
2008 113 .13
2009 6.9
2010 5.9
Thereafter 31 .0
Total $ 64.7

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company is a party to financial instruments with off-balance-sheet risk in the normal course of business to meet
its financing needs . These financial instruments include investment commitments related to its mortgage loans .
These instruments involve, to varying degrees, elements of credit and interest rate risk in excess of the amount
recognized in the balance sheet .

At December 31, 2005, Union Labor Life had outstanding commitments to fund mortgage loans for Separate Account
J of approximately $2 .1 billion .

FDIC LIMIT

The Company maintains its own funds in bank accounts with balances in excess of the FDIC insurance limit .

LIMITED PARTNERSHIPS

At December 31, 2005, the Company had $2 .3 million in outstanding investment commitments relating to limited
partnerships .

LINE OF CREDIT

In June of 2005 , Union Labor Life executed an absolute , unconditional and unlimited continuing guaranty for the
benefit of ULLICO, under which Union Labor Life guaranteed a $5 .0 million revolving line of credit executed between
Amalgamated Bank and ULLICO . In addition, ULLICO has pledged all of the stock of TFA to secure the line of credit
pursuant to a Pledge (Security) Agreement with Amalgamated Bank . There were no outstanding amounts on the line
of credit at December 31, 2005 .

AUDITS, INVESTIGATIONS, LITIGATION AND UNASSERTED CLAIMS

The notes to the Company's 2004 consolidated financial statements contained descriptions of investigations by
various government entities into the activities of certain of ULLICO's former senior officers, including the officers'
transactions in ULLICO stock . Those notes indicated that, during 2004, there had been no developments regarding
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those investigations . Because there have been no further developments regarding those investigations since the
publication of the prior financial statements , and management believes the investigations to be concluded in so far as
any potential liability for ULLICO is concerned , management has not included the descriptions of those investigations
in the following notes . The investigations that were described in the 2004 footnotes that are not addressed in the
2005 footnotes are as follows :

U.S. Department of Labor Administrative Proceedings, Federal Grand Jury Proceedings, The Securities and Exchange
Commission, National Labor Relations Board - Administrative Proceeding, Maryland Insurance Administration
Proceedings and the United State Senate Proceedings .

INVESTIGATIONS AND LITIGATION RELATING TO THE FORMER STOCK REPURCHASE PROGRAM AND
OTHER ALLEGED BREACHES OF DUTIES BY FORMER ULLICO OFFICERS

Barry v. Trustees of the International Association of Full-Time Salaried Officers and Employees of Outside
Local Union and District Council's (Iron Workers) Pension Plan, No . 1:02CV02371 (D.D.C. filed Dec. 4, 2002).

The plaintiff, a participant in the referenced pension plan, brought this claim under ERISA against the trustees of the
Pension Plan's related trust, ULLICO, and certain directors of ULLICO . Plaintiff seeks to have amounts paid to ULLICO
directors pursuant to ULLICO's former stock repurchase programs paid over to the Pension Plan . On March 11, 2004,
United States District Court Judge John Bates ordered the dismissal of all but one of the claims asserted by the
plaintiff against ULLICO and its present and former Directors . On September 20, 2005, the Court entered summary
judgment in favor of the Company and its Directors on the remaining claim in the action . One claim remains pending
against a former ULLICO Director, who was sued in his capacity as a trustee of the Iron Workers plan, and not in his
capacity as Director, and the parties are preparing briefs on a motion for summary judgment directed to that claim .

In re ULLICO Inc. Litigation and Related Cases Concerning Former ULLICO Officers

In July 2003, former Chief Legal Officer Joseph A . Carabillo, whose employment with ULLICO was terminated for
cause for breaches of fiduciary duty, instituted an action in the U .S. District Court for the District of Columbia styled
Carabillo v. ULLiCO Inc . (the "Carabillo r' action) alleging breaches of the Employee Retirement Income Security
Act, wrongful termination and breach of contract for failure to provide pension benefits under the Company's Early
Retirement Program . Mr. Carabillo also sought other damages in excess of $1 .5 million . In November 2003, an
Answer and Counterclaim was filed on behalf of ULLICO Inc., The Union Labor Life Insurance Company, and two
of ULLICO's senior executive compensation plans, ULLICO Inc .'s Non-Qualified Deferred Compensation Plan and Union
Labor Life's Auxiliary Retirement Benefits Plan, against Carabillo, former CEO, Chairman of the Board and President
Robert A . Georgine, former Chief Financial Officer, John K . Grelle and former Executive Vice President, James W .
Luce. The Amended Answer and Amended Counterclaim sought, inter alia, (1) the recovery of stock profits, certain
distributions under the Non-Qualified Deferred Compensation Plan, and other damages for breach of fiduciary duty ; and
(2) judicial declarations with respect to the parties' rights under the Non-Qualified Deferred Compensation Plan and
the Auxiliary Retirement Benefits Plan, and Mr . Georgine's Employment Agreement (included as a result of a breach of
contract by Mr. Georgine), Stock Purchase and Credit Agreement, and Split Dollar Life Insurance Agreement .

In August 2003, Luce filed suit in the U .S . District Court for the Eastern District of Virginia against the Union Labor
Life Auxiliary Retirement Benefits Plan (the "Auxiliary Plan") and The Union Labor Life Insurance Company alleging a
vested right to receive a monthly annuity payment of retirement benefits under the Auxiliary Plan (the "Luce I" action) .
Luce's payments under the Auxiliary Plan were suspended pending an investigation of his conduct relating to alleged
breaches of fiduciary duties by Luce . On October 6, 2003, an Amended Complaint was filed adding as defendants

ULLICO INC .



ULLICO Inc. and the Non-Qualified Deferred Compensation Plan . On November 3, 2003 , an Answer was filed
on behalf of the defendants . On January 23, 2004 , the case was transferred to the U .S. District Court for the District
of Columbia .

In late 2003 , Carabillo , Luce and Georgine filed motions to dismiss ULLICO's Counterclaim in Carabillo L On January
16, 2004, ULLICO filed an action styled ULLICO Inc. v. Georgine in the Superior Court of the District of Columbia
(the "Superior Court " action ) as a protective measure , alleging the same claims against the same parties as in its
Counterclaim in the Carabillo I action . The Superior Court action was then stayed by agreement of the parties pending
the outcome of the motions to dismiss the Counterclaim in the Carabillo /action .

In October 2004, the Court granted in part and denied in part Luce 's motion to dismiss ULLICO's Counterclaim in
Carabillo L Luce subsequently replied to the remaining counts of ULLICO 's Counterclaim in Carabillo land denied
liability . On October 21, 2004 , ULLICO filed an action styled ULLICO Inc. v Luce, (the "Luce If' action ), which asserts
against Luce the claim that was dismissed without prejudice from the Carabillo /Counterclaim . Luce filed a motion
to dismiss the Luce //complaint on November 30, 2004, which was denied .

On May 13, 2004, Mr. Carabillo filed a second lawsuit against the Company 's pension plan in an action styled Carabillo
v ULLICO Inc. Pension Plan and Trust, et al. (the " Carabillo If' action), in which he alleged that he was improperly
denied certain pension , retiree health insurance and auxiliary retirement benefits . The complaint alleged several
causes of action under ERISA , sought an award of the various benefits and a declaration of Carabillo 's rights, and
sought costs and attorney 's fees. Carabillo requested a temporary restraining order and preliminary injunction, but
the court denied that relief. On December 27, 2004 , Carabillo appealed the denial of the preliminary injunction and
the appeal remains pending . The Defendants in Carabillo 11 filed an Answer and Counterclaim on July 26, 2004
alleging breach of fiduciary duty against Carabillo , Georgine, Grelle and Luce . The former officers subsequently filed
motions to dismiss the Counterclaim , which remain pending .

In March 2005 , the Court granted in part and denied in part Carabillo 's and Georgine 's motions to dismiss ULLICO's
Counterclaim in Carabillo I. ULLICO subsequently moved to lift the stay on the parallel counts of the Superior Court
action that were dismissed without prejudice from the Carabillo I Counterclaim . Discovery is now underway in the
Superior Court action .

On June 1, 2005 , the U .S. District Court for the District of Columbia issued a Consolidation and Scheduling Order
that consolidated all claims in Carabillo 1, Carabillo 11, Luce land Luce II cases for pretrial purposes . The Court did
not set a trial date . The consolidated matter bears the caption In re ULLICO Inc. Litigation, Master Docket No . and
Case No . 1 :03CV01556 ( RJL). Pursuant to the Order, the individuals have filed a Consolidated Complaint against
the ULLICO parties and the ULLICO parties have filed a Consolidated Counterclaim against the individuals . The
ULLICO parties named in the case are ULLICO Inc ., the ULLICO Inc . Pension Plan and Trust , the Administrator of the
ULLICO Inc . Pension Plan and Trust , the Plan Administration Committee of the ULLICO Inc . Pension Plan and Trust, the
ULLICO Inc . Employees ' Life And Health Welfare Plan , the Administrator of the ULLICO Inc, Employees' Life and Health
Welfare Plan, The Union Labor Life Insurance Company , The Union Labor Life Auxiliary Retirement Benefits Plan, the
Administrator of The Union Labor Life Auxiliary Retirement Benefits Plan, The ULLICO Inc . Non-Qualified Deferred
Compensation Plan, and Mark Singleton in his capacity as a Plan Administrator . Discovery is underway.

In July 2005 , after the ULLICO Inc . Pension Plan and Trust denied Luce ' s appeal of the suspension of his retirement
benefits , Luce filed an action (the "Luce IIf' action ) in the U.S. District Court for the Eastern District of Virginia against
the ULLICO Pension Plan and Trust and the members of the Plan Administration Committee to contest the denial of
his appeal . In September 2005 , the Luce Ill case was transferred to the U .S. District Court for the District of Columbia
and assigned to the judge presiding over the consolidated In re ULLICO Inc. Litigation . The defendants have moved to
dismiss the complaint , and that motion remains pending .
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The In re ULLICO Inc. Litigation and Superior Court matters remain in the discovery phase and no trial dates have been
scheduled .

In November 2005, former Chairman, CEO, President and Pension Plan fiduciary Robert A. Georgine entered into a
settlement of the claims by and against the ULLICO entities . Georgine returned to the Company all the profit that
he realized from his sale of ULLICO stock . The settlement canceled a Stock Purchase and Credit Agreement under
which Georgine received 40,000 shares of ULLICO stock ; canceled the 32,000 shares owned by Georgine pursuant
to that Agreement; and required Georgine to repay to the Company the profits he realized from the sale of 8,000
shares of the stock he received pursuant to that Agreement . In addition, Georgine forfeited compensation, most
of which was held in "Rabbi Trusts", including all profits from transactions in his benefit plans pegged to ULLICO's
stock price, referred to as "deemed stock profits" . The settlement required Georgine to reimburse ULLICO in
satisfaction of the Company's claims against him in connection with certain outstanding loans that the Company made
to a company controlled by a relative of Mr. Georgine ; and to pay to the Company in satisfaction of its claims against
him in connection with the Company's 2003 redemption of stock held by one of the Company's stockholders .

As a result of the settlement, ULLICO received total cash and tax benefits in excess of $12 million, together with
the cancellation of unfunded liabilities under contractual arrangements previously in place with Georgine which
have now been undone under the settlement . For his part, Georgine retained his ULLICO pension and, following
the deaths of both Georgine and his wife, their estate will receive the proceeds from a life insurance policy .
All of the premiums on this policy were paid prior to the change of management in 2003, but the Company
has recovered the present value of those premiums . Georgine also recovers the contributions he made from his
salary to his deferred compensation plan and a portion of the funds held in trust for his benefit under his
Supplemental Executive Retirement Plan . Georgine also received a settlement amount from the Auxiliary
Pension Plan . Upon consummation of all settlement terms, Georgine will be dismissed from the actions, but
all other claims will remain pending by and against the ULLICO entities, and by and against Carabillo, Luce and
Grelle in the In re ULLICO Inc . Litigation and Superior Court action described above .

ULLICO Inc . v. National Union Fire Insurance Company of Pittsburgh, PA, et al .

In November 2005, ULLICO filed an action against the insurance carriers for its employee benefit plan fiduciary
liability, directors' and officers' liability, and professional liability coverages . The suit, which was filed in the
U .S. District Court for the Eastern District of Virginia, also names as defendants Carabillo, Luce and Grelle . The
complaint alleges that the carriers have breached the insurance policies by failing and refusing to pay the defense
costs of ULLICO, the Pension Plan and the Plan fiduciaries in connection with certain DOL investigations described
herein and the claims asserted by the former ULLICO officers in the litigation described above, and that the carriers
have otherwise improperly denied coverage . The complaint also alleges thatthe insurers have improperly reimbursed
certain defense costs of the individual defendants in preference to reimbursing ULLICO . The complaint, which
was amended in December 2005, seeks damages, injunctive relief, an order of specific performance, costs and
attorneys' fees. In January 2006, the Court transferred the case to the U .S . District Court for the District of
Columbia, where it has been assigned to the judge presiding over the In re ULLICO Inc . Litigation. The insurers
filed a counterclaim in which they seek a declaration that they are not required to provide coverage to ULLICO .
The Court has not scheduled any deadlines in the matter and discovery has not commenced .

OTHER LEGAL MATTERS

United Teacher Associates Insurance Company v . The Union Labor Life Insurance Company, et al.

In connection with the sale by Union Labor Life and its former subsidiary, USA Life (collectively, "ULL") to United
Teacher Associates Insurance Company {"UTA") in October 2001 of its Medicare Supplement and Medicare Select
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blocks of business , UTA sued ULL in December 2001 to rescind the sale agreements . UTA contended that, during due
diligence , ULL fraudulently withheld two consent decrees that ULL had entered into with the Florida Department of
Insurance that limit the premium rate increases the Florida Department of Insurance will approve . ULL asserted that it
complied with all disclosure requirements applicable by contract and common law , and that the consent orders were
not material information . UTA sought rescission of the sale agreements . In the alternative , UTA sought compensatory
damages . In a counterclaim , ULL sought specific performance of the contracts . A trial was held in September 2003
and in March 2004, the court ruled in favor of ULL on UTA's claims. The court entered j udgment in favor of ULL
on its counterclaim , but did not expressly order UTA to pay ULL approximately $8.5 million in accrued losses and
expenses on the block of business . UTA refused to pay those losses and appealed the rulings in favor of ULL. ULL
sought an order from the court compelling payment for the accrued losses , which the court denied . ULL appealed
the court 's denial of that relief . In June 2005 , the court of appeals ruled in favor of Union Labor Life on both appeals
and remanded the case to the trial court for consideration of the proper monetary relief to which Union Labor Life is
entitled . The trial court set a briefing schedule on this remaining issue , briefing is complete and ULL has asserted a
claim for approximately $11 .5 million from UTA. The parties await a decision by the court .

DOL Audit of ULLICO Inc . Pension Plan and Trust, the Plan 's Administrative Committee and The Union Labor
Life Insurance Company relating to Separate Account Investments and Related Fees

The United States Department of Labor ("DOL ") Employee Benefits Security Administration is conducting an audit
of the ULLICO Inc . Pension Plan and Trust . A subpoena was issued to the Plan on June 11, 2002, and the Plan
has fully responded to the document request as contained in the subpoena . Subsequent subpoenas and document
requests have been received concerning particular investments of the Plan in pooled separate accounts managed
by The Union Labor Life Insurance Company and the fees charged for those services . The DOL has also inquired
of administrative fees charged by the Company to the Plan . In October, 2004 , the DOL conducted administrative
depositions of Union Labor Life's current Senior Vice President and ULLICO 's former Chief Investment Officer, relating
to the operation of Separate Account J and specific mortgage loans made from the Account . The Plan and the Plan
Administrator intend to cooperate fully with the DOL audit . In May 2005 , the Plan entered into a tolling agreement
with the DOL which tolls the expiration of the statute of limitations through February 28 , 2006 , and provides that
the Secretary of Labor will not bring any action , prior to July 1, 2005 , against the members of the Committee , related
to their roles as fiduciaries of the Plan and the payment of fees to Union Labor Life in connection with the operation
and administration of Separate Account J . The tolling agreement has been extended . Under the extension, the
expiration of the statute of limitations will be tolled until September 1, 2006 , and the DOL will agree not to bring an
action prior to July 1, 2006 .

DOL Audit of Zenith Pension Plan and Trust relating to the Plan's Administrative Committee and The Union
Labor Life Insurance Company relating to Separate Account Investments and Related Fees

The United States Department of Labor ("DOL") Employee Benefits Security Administration is conducting an audit
of the Zenith Administrators , Inc . Central Pension Plan and Trust . A request for information was sent to the Plan
on January 8, 2004 and July 20, 2005 , and the Plan has fully responded to the document requests . The requested
information dealt with fees charged by The Union Labor Life Insurance Company on the Plan 's investment in Union
Labor Life's separate accounts . The Plan and the Plan Administrator intend to cooperate fully with the DOL audit .
In May 2005 , the Plan entered into a tolling agreement with the DOL which tolls the expiration of the statute of
limitations through February 28, 2006 , and provides that the Secretary of Labor will not bring any action , prior to
July 1, 2005, against the members of the Committee , related to their roles as fiduciaries of the Plan and the payment
of fees to Union Labor Life in connection with the operation and administration of Separate Account J . The tolling
agreement has been extended . Under the extension, the expiration of the statute of limitations will be tolled until
September 1, 2006 , and the DOL will agree not to bring an action prior to July 1, 2006 .
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Department of Labor/Capital Consultants, LLC

In September 2003 , the Department of Labor filed lawsuits against five of Ulico Casualty 's policyholders who
invested in Capital Consultants , LLC ("Capital Consultants"), alleging breach of fiduciary duty . Three more lawsuits
against three other Ulico Casualty policyholders were subsequently filed . The DOL initially demanded $20.0 million
to resolve these matters . In 2004, Ulico Casualty settled these cases for a total of $5.75 million and this matter
is concluded .

Trustees ofthe IBEW Local 26 Pension Trust Fund (Heifer, et al.) v. Trust Fund Advisors, Inc .

On December 31, 2003, the Trustees of the IBEW Local 26 Pension Trust Fund (the "Fund") filed a lawsuit to allege
breach of fiduciary duties by Trust Fund Advisors ("TFA"), its retained investment sub - advisor, Nicholas-Applegate
Capital Management ("NACM "), and Allianz AG , NACM 's parent corporation . From 1995 to 2001, the Fund invested
assets with TFA that were managed by NACM . The Trustees allege that , in breach of alleged duties arising under
ERISA, TFA and NACM failed to provide them with material information about changes in the senior portfolio
management staff at NACM , thereby inducing the Trustees to leave their investment with NACM during a period
of substantial market losses. The Trustees also contend that NACM 's acquisition by Allianz AG caused undue
disruption and inferior portfolio management performance . The Trustees allege that the Fund suffered damages of
at least several million dollars . The suit seeks compensatory damages, costs , interest and attorney's fees . TFA
believes that it has meritorious defenses to the claim and has filed an answer denying liability . The litigation is in the
discovery stage .

Trustees of the Operating Engineers Pension Trust Fund (Horst, et al') v. Trust Fund Advisors, Inc .

On April 19, 2004 , the Trustees of the Operating Engineers Pension Trust Fund (the "Fund") filed a lawsuit to allege
breach of fiduciary duties by TFA and its retained investment sub-advisor , Nicholas-Applegate Capital Management
("NACM ") . From 1994 to 2001 , the Fund invested assets with TFA that were managed by NACM . The Trustees
allege that, in breach of alleged duties arising under ERISA, TFA and NACM failed to provide them with material
information about changes in the senior portfolio management staff at NACM , thereby inducing the Trustees to leave
their investment with NACM during a period of substantial market losses . The Trustees also contend that NACM's
acquisition by Allianz AG caused undue disruption and inferior portfolio management performance . The Trustees
allege that the Fund suffered damages of at least several million dollars . The suit seeks compensatory damages,
costs, interest and attorney's fees . TFA believes that it has meritorious defenses to the claim and has filed an answer
denying liability. The litigation is in the discovery stage .

ULLICO Inc. Pension Plan and Trust Form 5500 Rejection

On March 22, 2004, the DOL notified the Companythat It Intended to assess civiI penalties againstthe Plan Administrator
in the amount of $231,750, for failure to properly file forms 5500 for plan years 2000, 2001, and 2002 . The basis
for the assessment was the valuation of the ULLICO Inc. stock held by the Plan at prior year-end book value . In
response to the DOL' s notification , the Plan Administrator retained an independent consultant to conduct an
evaluation of the ULLICO Inc . stock held during each of those years . As a result , the Plan Administrator re-filed the
Plan's 5500s for the years in question and also filed a statement of reasonable cause before a DOL Administrative
Law Judge . The matter was resolved by the parties on April 28, 2005, with the Company making a penalty payment
of $25,000 in full settlement of the DOCs claim .
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In Re Global Crossing Ltd, No . 02-40188 (REG); Global Crossing Ltd . Estate Representative v. Winnick,
Adversary Proceeding No . 04 -2137(REG) (Bankr S.D. N.Y. filed February 6, 2004)

On February 6, 2004, an adversary proceeding was filed in the Global Crossing bankruptcy proceedings in United
States Bankruptcy Court for the Southern District of New York. Claims asserted against ULLICO and certain
affiliated companies seek to recover amounts invested in Global Crossing. ULLICO has filed a motion to dismiss
the Estate 's Complaint , which motion is fully briefed and remains pending .

Reverse Mortgage Litigation

Several related cases allege liability of ULLICO for certain reverse mortgage loans originated by Financial
Freedom Senior Funding Corporation (" FFSFC "), a former subsidiary of ULLICO . FFSFC was sold by ULLICO, but
ULLICO retains certain indemnity obligations for claims arising out of certain loans . In 2004, ULLICO entered into
a settlement with the plaintiffs and co-defendants in three consolidated class action cases pending in California .
The settlement involved loans generally referred to as "Freedom " loans . The requirements of the settlement have
been completed . As of December 31, 2005 , there were five individual ( i .e ., non-class action ) cases involving FFSFC
for which ULLICO owes indemnity obligations to FFSFC . These cases involve a different loan product , called the
"Home First" loan , than the Freedom loan product referred to above . The Home First loan product, however, was
also subject to class action litigation that was resolved by settlement in 2004 , without any contribution by ULLICO .
Three of the pending suits involve borrowers who opted out of the Home First class settlement . One case ( Flores)
was tried to the court in 2004 and ULLICO prevailed on all claims in a final judgment that the plaintiffs have
appealed , and the appeal is pending . The remaining two opt-out cases (Good and Haas ) were pending at the trial
court level , but the Good case settled in early 2006 and all claims were dismissed without prejudice . One suit
(Wolfert) that was filed by a borrower who failed to opt out of the Home First class action settlement , but who
seeks to challenge the Home First loan product, is pending . The trial court dismissed the case , but the plaintiff
has appealed the dismissal . The appellate court affirmed the dismissal and the plaintiff has filed a motion for
reconsideration . Another suit ( Kelley ), which involves a borrower who had not opted out of the class action, but
who claimed the mortgage was invalid , was filed by the Company as a preemptive suit to enforce the mortgage . The
borrower has agreed to comply with the mortgage terms and the case was dismissed in January 2006 .

Claim Asserted by Yuma Regional Medical Center

In March 2005 , ULL1CO sold its subsidiary Zenith Administrators , Inc. ("Zenith ") through a stock purchase
agreement ("SPA"), to Zenith Acquisition , Inc . ("ZAI") . The SPA requires ULLICO to indemnify ZAI for 80% of
liabilities , if any, arising out of certain claims asserted against Zenith before the closing of the SPA ; Zenith retains
the remaining 20% . ULLICO retains the right to control the defense of these indemnified claims . One such claim
was asserted by Zenith client Yuma Regional Medical Center ("YRMC") of Yuma , AZ . YRMC asserted that
Zenith was responsible for reimbursing YRMC approximately $438,000 for costs YRMC incurred for medical
services provided to a member of YRMC 's health plan . YRMC had presented a claim for reimbursement of
these expenses to its stop loss insurer , but the carrier denied the reimbursement on the ground that the carrier
should have received information about the plan member during the time it was underwriting the policy. YRMC
contended that Zenith failed to provide complete responses to inquiries from the carrier during the underwriting
process , which caused the subsequent denial of stop loss insurance for the plan member's expenses . ULLICO
is negotiating with YRMC to determine if a resolution of the matter may be achieved by agreement . In 2005,
ULLICO had recorded a reserve for possible settlement costs . In March of 2006 , the matter was settled and YRMC
signed a release of all claims .
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NECA West Business Insurance Group v . Ulico Casualty Company, et al.

Ulico Casualty Company is a defendant in this arbitration matter before the American Arbitration Association . NECA
West Business Insurance Group ("NECA "), the claimant , had entered into an August 1, 2001agreement with Ulico
Casualty pursuant to which NECA endorsed Ulico Casualty 's workers compensation ADR insurance product and Ulico
Casualty agreed to pay certain fees to entities agreed to by the parties , including Arthur J . Gallagher Company
("AJG'], an insurance broker . In 2003, NECA contended that fees previously payable to AJG should be paid to other
designees , but AJG disputed NECA's position . In 2005, Ulico Casualty paid $400,000 to AJG and NECA filed suit
to contest that payment . The court dismissed the suit on the ground that the contract between NECA and Ulico
Casualty required arbitration of NECA;s claims . NECA then filed a demand for arbitration . NECA alleges breach
of contract and other theories and seeks payment of the $400,000 previously paid to AJG, punitive damages,
attorney's fees and costs . AJG, which is also a party in the arbitration , has agreed to indemnify Ulico Casualty
for all losses and costs arising out of the dispute , except for any liability for punitive damages . AJG is also providing
defense counsel to Ulico Casualty at its expense , but Ulico Casualty is monitoring the matter closely. An arbitration
hearing has been scheduled for June 19-23, 2006 .

ULLICO and its subsidiaries are also involved in other legal proceedings arising in the ordinary course of their business .
In the opinion of management , the above investigations, litigation, and unasserted claims will not have a material
impact on the financial condition , results of operations , or cash flow of the Company .

Note 15---Capital

In 2004 and 2003, the Company issued shares of Series A Convertible Preferred Stock . The Series A preferred
stock , par value $1 .00 per share, has a face value of $100 . The Series A preferred stock has a Liquidation Value
of $100 . Each share of the Series A preferred stock is convertible at the option of the holder into 10 shares of
the company 's Class A common stock , or if not permitted under the company 's charter and bylaws , Class B
common stock . The Series A preferred stock has anti-dilution provisions for stock splits, stock dividends,
recapitalizations , similar transactions and certain other dilutive distributions of common stock . The terms of
the Series A preferred stock prohibit the issuance of senior equity securities without the written consent or
affirmative vote of the then outstanding Series A preferred stockholders . In the event of a merger , tender offer
or exchange offer, combination , reclassification , reorganization , exchange or transfer of assets , the holders of
Series A preferred stock have the right to have the company redeem the Series A preferred stock .

Dividends are cumulative from the date of issuance and payable semi-annually , at the annual rate of 10% of
the (i) Liquidation Value per share , and (ii) all accumulated and unpaid dividends . Dividends will be paid on
March 31 and September 30 of each year beginning March 31, 2004 . Dividends on Convertible Preferred Stock
may be paid in additional shares of Convertible Preferred Stock (or a combination of cash and shares of
Convertible Preferred Stock ) instead of cash for any or all dividend periods through and including September 30,
2004. Thereafter, dividends will be payable in cash. Convertible Preferred Stock issued as a dividend shall accrue
from the date such share dividends are issued .
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The Company may, at its option, redeem the Series A preferred stock at any time at the redemption price set
forth below plus any accrued but unpaid dividends .

Year Redemption Price Per Share
2004 105% of the liquidation preference
2005 104% of the liquidation preference
2006 103% of the liquidation preference
2007 102% of the liquidation preference
2008 101% of the liquidation preference
Thereafter 100% of the liquidation preference

The Company also has three other types of stock, Capital, Class A common and Class B common . The Capital and
Class A common stock have voting rights and must be voted by the owner in person, by written proxy or by a
person authorized by power of attorney . The aggregate maximum percentage of issued Capital stock and Class
A common stock, which may be held by a National or International Union, or a benefit trust affiliated with said
organizations including but not limited to jointly managed pension funds, shall not be more than nine percent
(9%); by any Local Union, Local Central Body or any other form of organization, not more than one percent (1 %), and
by any individual, not more than one percent (1% ). If the aggregate percentage exceeds the maximum, a portion
of Class A common stock is reissued as Class B common stock so the aggregate percentage of Capital stock and
Class A common stock is no more than the maximum . Class B common stock has no voting rights . Capital, Class A
and Class B common stock rank on equal footing with respect to distribution of dividends .

In June of 2005, the Company implemented a preferred stock conversion/redemption offering . Through the
offering, the Company redeemed in cash or converted into Class A common stock ail of the outstanding
convertible preferred stock . This resulted in a net decrease in stockholders' equity of $39 .0 million, consisting of
a $54 .5 million reduction in preferred stock offset by the issuance of $15 .5 million of Class A common stock .

In 1999, the Company entered into an incentive arrangement with the former Chairman of the Board, which included
the issuance of 40,000 shares of Class A common stock in exchange for a note receivable of $2 .2 million from
the stockholder which was secured by the stock issued . The note receivable may be forgiven in five equal
installments over the five-year term of the agreement . In 2002, 2001 and 2000, a total of $1 .3 million of principal
on the note receivable installment was forgiven and charged to compensation expense . Additionally, the interest on
the note receivable was also forgiven . As of December 31, 2004, the principal balance of the note receivable was
approximately $0 .9 million . In 2005, the note receivable was removed from the accounting records due to a settlement
with the former chairman which was previously discussed in Note 14, "Commitments and Contingencies ."

At December 31, 2005 and 2004, the insurance subsidiaries had statutory capital and surplus of $208 .1 million and
$139.1 million, respectively, determined in accordance with statutory accounting practices utilized in filings with
insurance regulatory authorities . For the year ended December 31, 2005 and 2004, the insurance subsidiaries
had a combined statutory not income of $58 .5 million and $12 .3 million, respectively . At December 31, 2005,
the subsidiaries combined statutory capital and surplus exceeds the authorized control level risk based capital by
$178.8 million . Access to the capital and surplus within the insurance subsidiaries is restricted by state regulations .
Currently, no dividends can be paid by the property and casualty insurance companies to ULLICO during 2006
without approval from the Insurance Commissioner of the insurance companies' domiciled state . The maximum
dividend that Union Labor Life could pay to ULLICO on a statutory basis without approval from the Insurance
Commissioner is approximately $14 .0 million .
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Note 16---Comprehensive Income/(Loss)

Comprehensive income/ (loss) for the years ended at December 31, 2005 and 2004 consists of the following {in millions) :

2005 2004

Net Income $35.8 $ 0.1
Other comprehensive income/(loss), net of tax :

Unrealized holding losses arising during the period (3 .2) (6 .9)
Reclassification adjustment for gains on securities included in net income (1 .5) 1 .9
Unrealized losses on securities, net of $(2 .5) and $(2 .6) in tax for 2005 and 2004 $(4 .71 $(5.01
Minimum pension liability adjustment, net of $(2 .1) and $(0 .7) in tax for 2005 and 2004 (3 .9) (1 .2)

Other comprehensive losses $(8 .6) $ (6.2)
Comprehensive Income /(Lass ) $27.2 $(6,1)

Note 17---Fair Value of Financial Instruments

Statement of Financial Accounting Standards No . 107, "Disclosures about Fair Value of Financial Instruments,"
("SFAS 107") requires disclosure of fair value information about financial instruments, whether or not recognized
in the Balance Sheet, for which it is practicable to estimate that value . In cases where quoted market prices are
not available for identical or comparable financial instruments, fair values are based on estimates using the present
values of estimated cash flows or other valuation techniques . Estimated fair values can be significantly affected by
the methods and assumptions used, including the discount rate and estimates as to the amounts and timing of future
cash flows . Accordingly, the fair values may not represent actual values of the financial instruments that could have
been realized by the Company as of year-end or that will be realized in the future .

Fair values for the Company's insurance contracts other than investment contracts are not required to be disclosed
under SFAS 107 . However, the estimated fair value and future cash flows of liabilities under all insurance contracts
are taken into consideration in the Company 's overall management of interest rate risk, which minimizes exposure to
changing interest rates through the matching of investment maturities with amounts due under insurance contracts .
Management believes that disclosing the estimated fair value of all assets without a corresponding revaluation of all
liabilities associated with insurance contracts can be misinterpreted . The aggregate fair value amounts presented do
not represent the actual value of the Company.

The following summarizes the major methods and assumptions used in estimating thefairvalue of financial instruments :
the carrying amount of cash and short-term investments is considered a reasonable approximation for their fair value .
Fair values for fixed maturity securities and equity securities are based upon quoted market prices . If independent
market quotations are not available, fair values are based on estimates which utilize other valuation techniques .

Limited partnerships are reported under the equity method of accounting . The carrying value of the limited
partnerships is assumed to approximate its fair value . The fair value of mortgage loans are estimated through the
use of discounted cash flow techniques using interest rates currently being offered for similar loans to borrowers
with similar credit ratings . Mortgage loans with similar characteristics are aggregated for purposes of this analysis .
Deposit-type annuity contracts and policyholder funds on deposit liabilities are valued using discounted cash flow
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techniques based upon interest rates currently being offered by the Company for similar contracts with maturities
consistent with the contracts being valued . The fair value of notes payable is estimated by discounting contracted
future cash flows using interest rates for which similar types of borrowings with comparable maturities could be
obtained by the Company.

Other assets and liabilities considered financial instruments such as premium and accounts receivable, accrued
investment income and cash are generally of a short-term nature and their carrying values are deemed to approximate
fair value .

(in millions ) December 31, 2005 December 31, 2004
Financial Instrument Carrying Value Fair Value Carrying Value Fair Value
Fixed maturities $ 526.7 $ 526.7 $ 453.8 $ 453.8
Equity securities 1 .0 1 .0 1 .0 1 .0
Short-term investments 71 .4 71 .4 94.3 94.3
Investments in limited partnerships 12.1 12 .1 68.1 68.1
Mortgage loans held for investment 16.0 16.3 20.4 21 .3
Policyholder funds on deposit 24.3 24.3 21 .3 23.6
Deposit-type annuity contracts 114.0 113 .9 124.5 124.8
Notes payable 1 .9 1 .9 3 .9 3 .9

Note 18---Related Party Transactions

SHAREHOLDER TRANSACTIONS

In 2003, ULLICO made a loan to the Graphic Communications International Union Detroit-Toledo-Lansing Local
2/289-M for $30,091 with an interest rate of 4 .25%, payable on or before January 13, 2005 . The loan is secured
by 646 shares of ULLICO Inc . stock that is owned by the union . In 2004, the union ceased making payment on the
loan and the stock was surrendered in satisfaction of the debt .

OTHER RELATED PARTY ITEMS

In 2003, Union Labor Life entered into an agreement with JW LaSala, Inc, to act as a sales representative for
Union Labor Life and its affiliates . JW LaSala Inc . Is owned by John LaSala . JW LaSala, Inc . is paid on a commission
basis and received $10,436 and $12,731 in 2005 and 2004, respectively. John LaSala is the son of James LaSala,
a former director of the Company.

In 2002, the Company made a loan of $250,000 to Catherine and Robert Sensenig, the daughter and son-in-law of
James F.M . McNulty, a former director of the Company . The loan was made to finance the purchase of residential
property, is secured by such property, is payable in monthly installments of principal and interest (at the rate of
6,5%) and is due in April of 2032 .
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In 2000 through 2002, ULLICO Inc. made three loans to Planners and Insurers, Inc ., a corporation owned by Patrick
J . Mertz . The first note was dated 5/31/00 for $250,000, due 4/30/03 . The second note was dated 2/28/01 for
$90,000, due 4/30/03 . The final note was dated 10/31/02 for $40,000, due 11/30/03 . The notes were in default
as of 12/31/03. The default amount was $485,542, which is the principal amount plus interest . Patrick J . Mertz
is the nephew of Robert A . Georgine, the former Chairman, President and Chief Executive Officer of the Company .
In 2004, the Company filed suit to collect on the notes and the matter remains pending . As a result of the settlement
agreement noted previously, a payment of $500,000 from Mr . Georgine fully resolved this matter and the suit to
collect on the notes was dismissed .

In 1999, the Company made a loan of $140,000 to James EM . McNulty, a former director of the Company. The
loan was made to finance the purchase of residential property, is secured by such property, is payable in monthly
installments of principal and interest (at the rate of 6 .625%) and is due December 1, 2029 . The loan was paid in full
in April 2005 .

In 1999, the Company made a loan of $250,000 to James and Patricia Norton . James Norton is a former officer of
Union Labor Life and former Director of the Company. The loan was made to finance the purchase of residential
property, is secured by such property, is payable in monthly installments of principal and interest (at 6 .50%) and is
due November 1, 2029 .

In 1999, the Company made a loan of $350,000 to Jacob F West, a former director of the Company . The loan was
made to finance the purchase of residential property in California, is secured by such property, is payable at maturity
(at a rate not to exceed 6%) . The loan was paid in full in July of 2004 .

In 1998, the Company made a loan of $583,400 to Michael H . and Carol S . Steed . Michael Steed is a former officer of
the Union Labor Life. The loan was made to finance the purchase of residential property, is secured by such property,
is payable in monthly installments of principal and interest (at 6 .625%) and is due October 1, 2028 .

In 1997, the Company made a loan of $150,000 to Bill J . Casstevens, a former director of the Company . The loan was
made to finance the purchase of residential property, is secured by such property, is payable in monthly installments of
principal and interest (at the rate of 6%) and is due December 1, 2012 . The loan was paid in full in March of 2004 .

In 1992, Union Labor Life made a loan of $705,000 to Michael H . and Carol S. Steed . Michael Steed is a former officer
of Union Labor Life . The loan was made to finance the purchase of residential property, is secured by such property,
is payable in monthly installments of principal and interest (at the rate of 6 .625%) and is due August 1, 2022 .

In 1980, the Company made a loan of $133,500 to John J . Sweeney, a former director of the Company. The loan
was made to finance the purchase of residential property, is secured by such property, is payable in monthly
installments of principal and interest (at the rate of 6%) and was due December 1, 2005 . The loan was paid in full in
December 2005 .
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