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Independent Auditors’ Report 

The Board of Directors 

Amica Life Insurance Company: 

We have audited the accompanying financial statements of Amica Life Insurance Company which 

comprise the statutory statements of admitted assets, liabilities and capital and surplus as of December 31, 

2013 and 2012, and the related statutory statements of income, capital and surplus, and cash flow for the 

years then ended, and the related notes to the statutory financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with statutory accounting practices prescribed or permitted by the State of Rhode Island 

Department of Business Regulation Insurance Division. Management is also responsible for the design, 

implementation, and maintenance of internal control relevant to the preparation and fair presentation of 

financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

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 of America. Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditors’ judgment, including the assessment 

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 

those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 

presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 

control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of significant accounting estimates made by management, 

as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

audit opinions. 

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 

As described in note 2 to the financial statements, the financial statements are prepared by Amica Life 

Insurance Company using statutory accounting practices prescribed or permitted by the State of Rhode 

Island Department of Business Regulation Insurance Division, which is a basis of accounting other than 

U.S. generally accepted accounting principles. Accordingly, the financial statements are not intended to be 

presented in accordance with U.S. generally accepted accounting principles. 
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The effects on the financial statements of the variances between the statutory accounting practices 

described in note 2 and U.S. generally accepted accounting principles, although not reasonably 

determinable, are presumed to be material. 

Adverse Opinion on U.S. Generally Accepted Accounting Principles 

In our opinion, because of the significance of the variances between statutory accounting principles and 

U.S. generally accepted accounting principles discussed in the Basis for Adverse Opinion on 

U.S. Generally Accepted Accounting Principles paragraph, the financial statements referred to above do 

not present fairly, in accordance with U.S. generally accepted accounting principles, the financial position 

of Amica Life Insurance Company as of December 31, 2013 and 2012, or the results of its operations or its 

cash flow for the years then ended. 

Opinion on Statutory Basis of Accounting 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

admitted assets, liabilities, and surplus to policyholders of Amica Life Insurance Company as of 

December 31, 2013 and 2012, and the results of its operations and its cash flow for the years then ended, in 

accordance with statutory accounting practices prescribed or permitted by the State of Rhode Island 

Department of Business Regulation Insurance Division described in note 2. 

Other Matter 

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole. 

The supplementary information included on Schedule 1 – selected financial data, Schedule 2 – summary 

investment schedule, and Schedule 3 – supplemental investment risk interrogatories is presented for 

purposes of additional analysis and is not a required part of the financial statements but is supplementary 

information required by the State of Rhode Island Department of Business Regulation Insurance Division. 

Such information is the responsibility of management and was derived from and relates directly to the 

underlying accounting and other records used to prepare the financial statements. The information has been 

subjected to the auditing procedures applied in the audits of the financial statements and certain additional 

procedures, including comparing and reconciling such information directly to the underlying accounting 

and other records used to prepare the financial statements or to the financial statements themselves, and 

other additional procedures in accordance with auditing standards generally accepted in the United States 

of America. In our opinion, the information is fairly stated in all material respects in relation to the 

financial statements as a whole. 

 

Providence, Rhode Island 

May 9, 2014 

 

 

 



3 

(A Wholly Owned Subsidiary of Amica Mutual Insurance Company)

Statutory Statements of Assets, Liabilities, and Capital and Surplus 
(in thousands)

2013 2012
Assets:

Bonds and debt securities $ 982,415     $ 953,791     
Common stocks 52,414       47,142       
Policy loans 8,212         8,219         
Cash and short-term investments 46,675       47,678       
Other invested assets 2,312         2,032         

Total cash and invested assets 1,092,028   1,058,862   

Deferred tax asset 5,178         5,407         
Deferred and uncollected premiums 12,000       11,521       
Federal income tax recoverable 998            0
Interest and dividend income due and accrued 9,014         9,665         
Reinsurance premium receivable 10,884       9,991         
Other assets admitted 3,025         4,055         

Total assets $ 1,133,127   $ 1,099,501   

Liabilities and Capital and Surplus: 

Reserve for life policies and annuity contracts $ 673,890     $ 658,514     
Liability for deposit-type contracts 166,346     165,632     
Policy and contract claims 3,897         5,103         
Interest maintenance reserve 15,665       8,944         
Accrued other expenses 3,397         7,424         
Federal income taxes payable 0 162            
Asset valuation reserve 9,130         9,577         
Retired lives reserve 34,081       33,379       
Other liabilities 9,193         8,711         

Total liabilities 915,599     897,446     

Capital and surplus: 
Capital stock – $100 par value per share. Authorized 
and issued 50,000 shares 5,000         5,000         
Paid-in surplus 52,000       52,000       
Unassigned funds 160,528     145,055     

Total capital and surplus 217,528     202,055     

Total liabilities and capital and surplus $ 1,133,127   $ 1,099,501   

December 31, 2013 and 2012

AMICA LIFE INSURANCE COMPANY

See accompanying notes to statutory financial statements.
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(A Wholly Owned Subsidiary of Amica Mutual Insurance Company)

Statutory Statements of Income
(in thousands)

2013 2012
Income: 

Premiums and annuity considerations $ 61,807       $ 62,154
Considerations for supplementary contracts with life contingencies 2,037         1,993
Net investment income 43,560       47,814
Commissions and expense allowances on reinsurance ceded 8,601         8,687
Other income 210            144

Total income 116,215     120,792

Benefits and other expenses: 
Death benefits 23,511       24,402
Annuity benefits 19,706       18,588
Surrender benefits and other fund withdrawals 8,779         9,527
Other policyholder benefits 1,736         1,570
Increase in reserves for life policies and annuity contracts 15,376       20,478
Interest and adjustments on policy or deposit type contracts 7,816         7,622
Increase in reserve for retired lives 702            180
General insurance expenses 30,223       29,674
Taxes, licenses, and fees 3,062         2,384
Increase in loading on deferred and uncollected premiums 64              338
Other expenses 2                0

Total benefits and other expenses 110,977     114,763

Net gain from operations before Federal income tax 
and net realized capital gains 5,238         6,029

Federal income tax 1,062         3,060
 

Net gain from operations before net realized capital gains 4,176         2,969

to IMR, net of Federal income taxes of $5,306 and $2,094
in 2013 and 2012, respectively 1,460         880

Net income $ 5,636         $ 3,849

December 31, 2013 and 2012

Net realized capital gains, excluding gains transferred 

AMICA LIFE INSURANCE COMPANY

See accompanying notes to statutory financial statements.
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2013 2012

Capital and surplus at January 1 $ 202,055     $ 197,008
Change in accounting principles (814) 2,205
Surplus, begininng of period, restated 201,241     199,213

Net income 5,636         3,849
Net change in unrealized capital gains (net of $5,284 and $1,408

Federal income tax expense in 2013 and 2012, respectively) 989            3,316
Change in deferred income tax 1,478         4,411
Change in non-admitted assets 7,040         (7,891)
Change in Amica Companies Supplemental Retirement Trust 321            210
Change in asset valuation reserve 446            (1,106)
Other surplus adjustments 377            53
Change in capital and surplus 16,287       2,842

Capital and surplus at December 31 $ 217,528     $ 202,055

December 31, 2013 and 2012

AMICA LIFE INSURANCE COMPANY
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company)

Statutory Statements of Capital and Surplus
(in thousands)

See accompanying notes to statutory financial statements.
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2013 2012
Cash from operations: 

Premiums collected, net of reinsurance $ 63,200       $ 62,978
Net investment income 45,611       48,250
Miscellaneous income 8,567          9,021
Benefit and loss related payments (54,498)      (54,307)
Commissions, expense, and aggregate write-ins for deductions (32,297)      (30,672)
Federal income taxes paid (7,731)        (5,025)

Net cash from operations 22,852       30,245

Cash from investments: 
Proceeds from investments sold, matured or repaid:

Bonds and debt securities sold 37,852       45,423
Bonds and debt securities matured or repaid 211,800     160,998
Stocks 8,607          9,276
Other 148             140

Total investment proceeds 258,407     215,837

Cost of investments acquired:
Bonds 270,690     202,549
Stocks 3,289          7,537
Other 243             4

Total investments aquired 274,222     210,090

Net (decrease) increase in policy loans (7)               791

Net cash (to) from investments (15,808)      4,956

Cash from financing and miscellaneous sources:
Net deposits on deposit-type contract funds and other

insurance liabilities (6,881)        (4,899)
Other cash applied (1,166)        (6,114)

Net cash to financing and miscellaneous sources (8,047)        (11,013)

Reconciliation of cash and short-term investments:
Net change in cash and short-term investments (1,003)        24,188
Cash and short-term investments - beginning of year 47,678       23,490
Cash and short-term investments - end of year $ 46,675       $ 47,678

December 31, 2013 and 2012

AMICA LIFE INSURANCE COMPANY
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company)

Statutory Statements of Cash Flow
(in thousands)

See accompanying notes to statutory financial statements.
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

Note 1 - Nature of Operations  
 
 Amica Life Insurance Company (the Company) is a wholly owned subsidiary of Amica Mutual Insurance 

Company (the Parent) and is a Rhode Island domiciled life insurance company. On a direct basis, the 
Company sells traditional life insurance products and annuities primarily to policyholders of the Parent.  
Beginning in 2012, and continuing through 2013, Amica Life implemented a marketing campaign targeting 
new business outside of Amica Mutual’s policyholder base.  The Company also provides structured 
settlements that result from the Parent’s bodily injury claim settlements.  The Company is licensed in 49 
states and the District of Columbia.  A portion of the Company’s net gain from operations is derived from 
individual annuity and structured settlement lines.  These lines are sensitive to changes in the market 
interest rates.  Annuity considerations, as well as annuity and surrender benefits, can fluctuate as a result of 
changes in market interest rates. 

 
Note 2 - Summary of Significant Accounting Policies      
 

A. Basis of Presentation 
 

The accompanying statutory financial statements have been prepared in conformity with the accounting 
practices of the National Association of Insurance Commissioners’ (NAIC) Accounting Practices and 
Procedures Manual and the accounting practices prescribed or permitted by the State of Rhode Island 
Department of Business Regulation Insurance Division, which varies in some respects from U.S. 
generally accepted accounting principles (GAAP).  The Company has no state basis adjustments.  The 
statutory treatment of the more significant variances between GAAP and statutory accounting practices 
are: 

 
1. Certain assets designated as “non-admitted”, including equipment and the prepaid pension asset, 

are charged off against surplus.   
 

2.  Acquisition costs are charged to current operations as incurred, whereas premiums are taken into 
earnings over premium paying period of the policies. 

 
3. Life policy reserves are computed using net level and commissioners’ reserve valuation methods 

and are based on statutory mortality and interest requirements without consideration of 
withdrawals, which may differ from reserves based on reasonably conservative estimates of 
mortality, interest and withdrawals. 

 
4. Realized gains and losses on certain fixed income investments are deferred through an Interest 

Maintenance Reserve and amortized over the remaining life to maturity of the investment sold. 
 

5. The Asset Valuation Reserve is reported as a liability through an appropriation of surplus.  
 

6. Other postretirement benefits are provided for and related disclosures are presented in accordance 
with statutory requirements.   

 
7. The bond portfolio is generally carried at amortized cost regardless of the level of portfolio activity. 

 
8. All adjustments to deferred taxes are recorded through an adjustment to surplus and all deferred 

tax assets are subject to an admissibility test. 
 

9. Certain adjustments to reserves are recorded through surplus instead of income. 
 

10. The statutory financial statements do not include a statement of comprehensive income as required 
under GAAP. 

 
11. The statutory statements of cash flow do not classify cash flows consistent with GAAP, and a 

reconciliation of net income to net cash provided by operating activities is not provided. 
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

The effects of these differences on the statutory financial statements have not been determined. 
 

B. Investment policy 
 

Investments are carried in accordance with valuations provided by the National Association of   
Insurance Commissioners (NAIC).  The NAIC provides insurers with a source of uniform prices and 
quality ratings for their securities holdings.  These prices and ratings are intended only for promoting 
uniformity among insurance companies and are not necessarily indicative of the prices at which a 
security may be bought or sold. 

 
1. Bonds not backed by other loans, loan-backed bonds and structured securities are generally stated 

at amortized cost using the scientific method. 
 

2. Loan-backed bonds and structured securities are generally valued at amortized cost using the 
retrospective method (or method which approximates the retrospective method). 

 
3. Common stocks are stated at fair value. 

 
4. Limited partnerships, classified as other invested assets, are carried at the Company’s share of 

GAAP equity of the fund.  The carrying value of funds at the end of the year is determined using 
the most recent available capital account balance as reported by each partnership. 

 
5. Policy loans are reported at the aggregate unpaid balance. 

 
6. Realized gains and losses on the sale of securities are determined on a specific identification basis 

and are included in either the interest maintenance reserve or net income, net of Federal income 
taxes.  Unrealized capital gains and losses resulting from the valuation of investments at fair value 
are credited or charged directly to surplus.  A decline in the market value of any investment 
security, excluding loan-backed and structured securities, below cost that is deemed to be other-
than-temporary results in a reduction in the carrying amount to fair value.  A decline in market value 
of loan-backed and structured securities below cost that is deemed to be other-than-temporary 
results in a reduction in the carrying amount in accordance with SSAP 43R, “Loan-backed and 
Structured Securities.”  
 
Fair value is generally the market value at the valuation date. The impairment is charged to 
earnings and a new cost basis for the security is established.  Factors considered in evaluating 
whether a decline in value is other-than-temporary are: 

 
b. Whether the decline is substantial; 
b. The Company’s ability to and intent to retain the investment for a period of time sufficient to 

allow for anticipated recovery value; 
c.  The duration and extent to which market value has been less than cost; 
d.  The financial condition and near term prospects of the issuer; 
e. The NAIC designation; and 
f. The estimated present value of cash flows expected to be collected is less than the amortized 

cost basis of the security. 
 

Premiums and discounts are amortized or accreted over the life of the investment security as an 
adjustment to yield using the effective interest method. Dividend and interest income are 
recognized when earned. 
 

C. Asset Valuation and Interest Maintenance Reserves 
 
The Asset Valuation Reserve (AVR) is computed in accordance with an NAIC prescribed formula and 
represents a provision for possible fluctuations in value of bonds, equity securities, mortgage loans, real 
estate, and other invested assets.  As prescribed under statutory accounting practices, the Company 
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

records an Interest Maintenance Reserve (IMR) which represents the after tax net accumulated realized 
capital gains and losses attributable to changes in the general level of interest rates realized on sales of 
short and long-term fixed income securities.  Net realized gains and losses charged to the IMR are 
amortized into net investment income over the remaining life to maturity of the investment sold. 
 

D. Policy Reserves 
 
Policy reserves for life insurance are principally based on the 1958, 1980, and 2001 Commissioner’s 
Standard Ordinary Mortality Tables; and the 1958, and 1980 Commissioner’s Extended Term Tables, 
with assumed interest rates ranging from 3% to 6%. 
 
Annuity reserves with life contingencies are based on the Annuity Table for 1949, 1983 Table A and the 
Annuity 2000 table.  All nonlife contingent annuity reserves are valued based on the present value of 
future policy benefits at interest rates statutorily defined for the issue year of each contract.  The interest 
rates range from 3% to 7%. 
 

E. Revenue Recognition Policy 
  
First year traditional life insurance premiums are recognized when the policy is written.  Renewal 
traditional life insurance premiums are recognized on the policy anniversary date.  Single and flexible 
premium and annuity considerations and universal life premiums are recognized when received. 
 

F. Reinsurance 
 
Reinsurance premiums, commissions, expense reimbursements, and reserves related to reinsured 
business are accounted for on a basis consistent with terms of the reinsurance contracts.  Premiums 
ceded to other companies have been reported as a reduction to premium income. Amounts applicable 
to reinsurance ceded for future policy benefits and claim liabilities have been reported as reductions of 
these items, and commissions and expense allowances received in connection with reinsurance ceded 
have been accounted for in income as earned.  Reinsurance contracts do not relieve the Company from 
its obligations to policyholders as the primary insurer. 
 

G. Federal Income Taxes 
 

The Company is taxed as a life insurance company under the Deficit Reduction Act of 1984.  Statutory 
net income differs from taxable net income due to unique provisions of the Federal income tax laws for 
life insurance companies, and due to differences in timing of income and expense recognition for 
financial statement reporting versus Federal income tax return reporting purposes. 
 

The Company reports a deferred tax asset or liability for the expected future tax consequences of 
temporary differences generated by the differences between statutory accounting and the Federal 
income tax basis of accounting.  Changes in deferred tax assets and liabilities are recognized as a 
separate component of gains and losses in surplus. 

 
Deferred tax assets are subject to certain admissibility requirements. 
 

H. Use of Estimates   
 

The preparation of financial statements in conformity with accounting practices prescribed or permitted 
by the State of Rhode Island Department of Business Regulation Insurance Division requires 
management to make estimates and assumptions that affect the reported amounts of assets, liabilities, 
revenues and expenses.  It also requires estimates in the disclosure of contingent assets and liabilities.  
Actual results could differ from these estimates. 
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

1.    Other-Than-Temporary Declines in Value in Investments: 
 
The cost of securities is adjusted where appropriate to include a provision for decline in value 
which is considered to be other-than-temporary.  An other-than-temporary decline is considered to 
occur in any investment except loan-backed and structured securities where there has been a 
sustained reduction in market value and where the Company does not expect the fair value to 
recover prior to the time of the sale or maturity.  Since equity securities do not have a contractual 
cash flow at time of maturity, the Company considers whether the price of an equity security is 
expected to recover within a reasonable period of time.  For loan-backed and structured securities 
that have a fair value less than amortized cost and the Company has either (1) intent to sell or (2) 
does not have the intent and ability to hold the security until recovery of its carrying value, the 
Company must impair the security to fair value and record an other-than-temporary impairment as 
a net realized capital loss.  For loan-backed and structured securities where the Company does not 
expect to recover the amortized cost, but has the intent and ability to hold the security to recovery, 
the Company recognizes an other-than-temporary impairment for the credit related decline in 
value.  Management regularly reviews securities that have a fair value less than cost to determine 
whether an other-than-temporary impairment has occurred.  If a decline in value is considered 
other-than-temporary, the Company reports a realized loss on its statement of income.  Credit 
related other-than-temporary impairment losses shall be recorded through the AVR; interest related 
other-than-temporary impairment losses shall be recorded through the IMR.  Because of changing 
economic and market conditions affecting certain classes of assets, it is reasonably possible the 
Company will recognize other-than-temporary impairments in the future. 

 
I. Fair Value of Financial Instruments 

 
The following methods and assumptions are used by the Company in estimating its fair value 
disclosures for financial instruments:    
 

1. Cash and Short-Term Investments 
  

The carrying value reported in the statements of assets, liabilities, and capital and surplus for these 
instruments approximates fair value. 

 
2. Invested Assets 
 

The fair value of long-term bonds and debt securities and equity securities is based on market 
prices. In absence of publishers’ market values the fair value is based on market yields of 
securities from an identical issuer with similar maturities. 

 
3. Other Invested Assets 

 
The eight other invested assets, Morgan Stanley Institutional Fund of Hedge Funds LP, Morgan 
Stanley IFHF SPV LP, Morgan Stanley Private Markets Fund III LP, Morgan Stanley Premium 
Partners Fund LP, Goldman Sachs Hedge Fund Opportunities LLC, Goldman Sachs Private Equity 
Partners XI LP, Midwest Mezzanine Fund V SBIC LP, and Point Judith Venture Fund III LP are 
valued on the equity method. 
 

4. Policy Loans 
 
The carrying value for policy loans in the statements of assets, liabilities, and capital and surplus 
approximates fair value and includes any unpaid principal plus any accrued interest which is ninety 
days or more past due.  
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

5. Investment Contracts 
 

The fair value for the deferred annuities is the cash surrender value which represents the account 
value less applicable surrender charges. Fair values for immediate annuities without life 
contingencies and supplementary contracts without life contingencies are estimated based on 
discounted cash flow calculations using current market rates.  See note 9. 
 

J. New Accounting Standards 
 

1. In December 2013, the NAIC adopted modifications to SSAP No. 5R, “Liabilities, Contingencies 
and Impairments of Assets,” to clarify the reporting of joint and several liabilities.  The modifications 
clarified that the liability reported to be determined in a consistent manner among all reporting 
entities.  In addition, this methodology should be used consistently for initial and subsequent 
measurements.  This guidance was effective on issuance and did not have an impact on the results 
of operations or financial condition of the Company. 
 

2. In December 2013, the NAIC adopted modifications to SSAP No. 26, “Bonds, Excluding Loan-
Backed and Structured Securities.”  These modifications were meant to clarify the “yield to worst” 
concept for bonds with make whole call provisions. Per these exposed revisions, the concept of 
yield to worst shall be followed for all callable bonds, but that make whole call provisions shall not 
be considered in determining the timeframe for amortizing bond premium or discount unless 
information is known by the reporting entity which indicates that the issuer is expected to invoke the 
make whole call provision.  The effective date of the modifications is January 1, 2014 and is not 
expected to have a significant impact on the results of operations or financial condition of the 
Company.  
 

K. Reclassification 
 
Certain 2012 balances were reclassified to conform to the 2013 presentation. 
 

Note 3 - Accounting Changes and Correction of Error s 
 

Effective January 1, 2013 the Company adopted SSAP No. 92, “Accounting for Postretirement Benefits 
Other Than Pensions, A Replacement of SSAP No. 14”. This statement requires participants not yet 
eligible to retire to be included in the accumulated postretirement benefit obligation. The adoption of SSAP 
No. 92 created an additional accumulated postretirement benefit obligation for non-vested employees of 
$5,495 and an additional transition liability of $3,139 to recognize previously unrecognized items in the 
funded status.  In accordance with this statement, the Company has elected to phase in the transition 
liability over a period not to exceed ten years and recorded a liability of $863 as of December 31, 2013.  
 
Effective January 1, 2013 the Company adopted SSAP No. 102, “Accounting for Pensions, A 
Replacement of SSAP No. 89.”  This statement requires the calculation to include amounts for non-vested 
benefits.  The adoption of SSAP No. 102 created an additional accumulated postretirement benefit 
obligation of $306 for non-vested benefits and previously unrecognized items relating to the Company’s 
supplemental pension benefits.  The additional liability was recognized immediately.  
 
Effective January 1, 2012 the Company adopted SSAP No. 101, “Income Taxes, A Replacement of SSAP 
No. 10R and SSAP No. 10”.  The new standard restricted the surplus admission rule based on a new 
modified risk based capital ratio threshold; required consideration of reversal patterns of deferred tax 
assets and liabilities in determining the extent to which deferred tax liabilities could offset deferred tax 
assets on the balance sheet; changed the recognition threshold for recording tax contingency reserves 
from a probable liability standard to a more-likely-than-not standard; and required increased disclosures 
regarding tax-planning strategies.  As a result of the adoption of SSAP No. 101 on January 1, 2012 
nonadmitted deferred tax assets decreased by $2,205.  The effect of this change was an addition to 
surplus of $2,205 on January 1, 2012. 
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

Note 4 - Investments  
 

A. Bonds and Debt Securities 
 

Bonds on deposit with various regulatory authorities, as required by law, totaled $3,186 and $3,225 at 
December 31, 2013 and 2012, respectively. 

 
The amortized cost, gross unrealized gains and losses, and fair value of term bonds and debt securities 
are as follows: 
 

Gross Gross

Amortized Unrealized Unrealized Fair 

Cost Gains Losses Value

2013

U. S. government and Federal agency securities $462,423 $13,885 $6,321 $469,987

States, territories and possessions 97,549 2,782 2,579 97,752        

Political subdivisions of states 63,935 3,161 589 66,507        

Special revenue and special assessment obligations 78,814 2,228 2,005 79,037        

Industrial and miscellaneous 279,694 15,768 4,006 291,456      

Total $982,415 $37,824 $15,500 $1,004,739

2012

U. S. government and Federal agency securities $464,761 $41,531 $454 $505,838

States, territories and possessions 76,743 9,178 26 85,895        

Political subdivisions of states 70,364 9,476 0 79,840        

Special revenue and special assessment obligations 75,221 4,943 0 80,164        

Industrial and miscellaneous 266,702 29,698 209 296,191      

Total $953,791 $94,826 $689 $1,047,928  
 
The amortized cost and fair value of long-term bonds and debt securities at December 31, 2013 by 
contractual maturities are shown below.  Expected maturities will differ from contractual maturities 
because securities may be called or prepaid with or without call or prepayment penalties. 

 
Amortized Fair

Cost Value

Due in one year or less $35,777 $36,467

Due after one year through f ive years 135,919      146,353      

Due after f ive years through ten years 139,950      143,983      

Due after ten years 670,769      677,936      

Total $982,415 $1,004,739  
 

B. Stocks 
         

Stocks, which are carried at fair value, had a cost basis of $30,043 and $33,447 at December 31, 2013 
and 2012, respectively. 

 
The gross unrealized gains in the stock portfolio at December 31, 2013 and 2013 amounted to $22,387 
and $13,858, respectively.  Gross unrealized losses in the stock portfolio at December 31, 2013 and 
2012 amounted to $16 and $163 respectively. 
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AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

C. Other Invested Assets 
  
 The Company holds other invested assets, which are: 
 

1. Morgan Stanley Hedge Institutional Fund of Hedge Funds LP shares cost $782 at December 31, 
2013 and 2012, respectively. The carrying value of the fund was $1,226 and $1,111 at 
December 31, 2013 and 2012, respectively. 
 

2. Morgan Stanley IFHF SPV LP shares cost $84 and $147 at December 31, 2013 and 2012.  
During 2013 the Company sold shares in the fund of $63 resulting in a realized gain of $5. The 
carrying value of the fund was $93 and $153 at December 31, 2013 and 2012, respectively.  

 
3. Morgan Stanley Private Markets Fund III LP shares cost $170 and $210 at December 31, 2013 

and 2012.  During 2013 the Company sold shares in the fund of $40 resulting in a realized gain 
of $22. The carrying value of the fund was $279 and $304 at December 31, 2013 and 2012, 
respectively.  As of December 31, 2013, the Company had a commitment for additional 
investment of $28 for the Morgan Stanley Private Markets Fund III LP. The Company expects the 
remaining commitment will be fulfilled by distributions that will be paid out by Morgan Stanley 
over the remaining life of the fund. 

 
4. Morgan Stanley Premium Partners Fund LP shares, which cost $26 and $41 at December 31, 

2013 and 2012, respectively.  During 2013 the Company sold shares in the fund of $15 resulting 
in a realized gain of $3. The carrying value of the fund was $31 and $48 at December 31, 2013 
and 2012, respectively. 

 
5. Goldman Sachs Hedge Fund Opportunities LLC cost $400 at December 31, 2013 and 2012, 

respectively. The carrying value of the fund was $455 and $414 at December 31, 2013 and 
2012, respectively. 

 
6. Goldman Sachs Private Equity Partners XI LP shares cost $38 and $6 at December 31, 2013 

and 2012, respectively. During 2013 the Company purchased shares in the fund of $33. The 
carrying value of the fund was $33 at December 31, 2013 and 2012, respectively.  As of 
December 31, 2013, the Company had a commitment for additional investment of $161 for the 
Goldman Sachs Private Equity Partners XI LP fund.  The fund typically requests capital on a 
periodic basis with the expectation that capital calls will continue through 2017. 

 
7. Midwest Mezzanine Fund V SBIC LP shares were purchased in 2013 costing $86.  The carrying 

value of the fund was $80 at December 31, 2013. As of December 31, 2013, the Company had a 
commitment for additional investment of $214 for the Midwest Mezzanine Fund V SBIC LP. The 
fund typically requests capital on a periodic basis with the expectation that capital calls will 
continue through 2017.  

 
8. Point Judith Venture Fund III LP shares were purchased in 2013 costing $124. The carrying 

value of the fund was $115 at December 31, 2013.  On November 30, 2013, the Company 
recognized an other-than-temporary impairment on the investment.  The investment was written 
down to fair value of $115 on that date, resulting in a realized loss of $9. The value was based 
on the most recent valuation available from the custodian and deemed to be other-than-
temporary based on the timing of expected returns on fund investments.  As of December 31, 
2013, the Company had a commitment for additional investment of $276 for the Point Judith 
Venture Fund III LP. The fund typically requests capital on a periodic basis with the expectation 
that capital calls will continue through 2021. 
 
 
 
 
 



14 
 

AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

D. Unrealized Losses 
 
Gross unrealized losses on investment securities and the fair value of the related securities, aggregated  
by investment category and length of time that individual securities have been in a continuous 
unrealized loss position, at December 31, 2013 and 2012 are as follows:    

 

Unrealized Fair Unrealized Fair Unrealized Fair

Losses Value Losses Value Losses Value

U. S. government $4,349 $165,575 $1,972 $26,785 $6,321 $192,360

States, territories and possessions 2,579 49,447 0 0 2,579 49,447

Political subdivisions of states 589 13,080 0 0 589 13,080

Special revenue and special 

assessment obligations 2,005 34,377 0 0 2,005 34,377

Industrial and miscellaneous 2,455 62,258 1,551 12,163 4,006 74,421

   Subtotal debt securities 11,977 324,737 3,523 38,948 15,500 363,685

Common stock 15 272 1 2 16 274

Total temporarily impaired securities $11,992 $325,009 $3,524 $38,950 $15,516 $363,959

2013

Less than 12 months 12 months or more Total

 
 

Unrealized Fair Unrealized Fair Unrealized Fair

Losses Value Losses Value Losses Value

U. S. government $453 $69,427 $1 $23 $454 $69,450

States, territories and possessions 26 2,469 0 0 26 2,469

Political subdivisions of states 0 0 0 0 0 0

Special revenue and special 

assessment obligations 0 0 0 0 0 0

Industrial and miscellaneous 209 15,467 0 0 209 15,467

   Subtotal debt securities 688 87,363 1 23 689 87,386

Common stock 114 1,081 49 717 163 1,798

Total temporarily impaired securities $802 $88,444 $50 $740 $852 $89,184

Less than 12 months 12 months or more Total

2012

 
 
1. Debt Securities: The unrealized losses of $15,500 on investments in fixed income securities as of 

December 31, 2013 were substantially caused by interest rate increases since the purchase date. 
All of these securities with unrealized losses are rated NAIC Class 2 or better and full repayment of 
principal and interest is expected.  The contractual terms of these investments do not permit the 
issuer to settle the securities at a price less than par, which will equal amortized cost at maturity. 
The Company’s investments in loan-backed and structured securities are not considered other-
than-temporarily impaired as the Company does not intend to sell, is not required to sell, the 
present value of cash flows expected to be collected is greater than the amortized cost basis of the 
securities, and all are guaranteed by the United States Government and United States government 
agencies. 
 
As of December 31, 2013, investments in structured and loan-backed securities for which other-
than-temporary impairment had not been recognized in earnings and which were in an unrealized 
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loss position had a fair value of $187,735.  Structured and loan-backed securities in an unrealized 
loss position for less than 12 months had a fair value of $160,950 and unrealized losses of $5,521.  
Structured and loan-backed securities in an unrealized loss position for more than 12 months had a 
fair value of $26,785 and unrealized losses of $1,972. The Company asserts that it has the intent 
and ability to hold these securities long enough to allow the cost basis of these securities to be 
recovered. These conclusions are supported by an analysis of the underlying credit of each 
security.  Unrealized losses are primarily attributable to increased interest rates.  
 

2. Common Stocks: As of December 31, 2013, investments in unaffiliated common stocks in an 
unrealized loss position included holdings with a fair value of $274 in 28 issuers.  These holdings 
were in an unrealized loss position of $16, of which $1 was in an unrealized loss position for more 
than 12 months.  The declines in value are attributed to market volatility that is not considered 
unusual.  Based on the Company’s impairment review process discussed in Note 2B, the decline in 
values of these securities was not considered to be other-than-temporary as of December 31, 
2013.       
 
The adjusted cost basis and carrying value of unaffiliated common stocks were as follows: 

 
2013 2012

Adjusted cost basis $30,043 $33,447

Gross unrealized gains 22,387 13,858

Gross unrealized losses (16) (163)

Carrying value $52,414 $47,142   
   

E. Fair Value of Financial Instruments 
 

The use of different assumptions or valuation methodologies may have a material impact on the 
estimated fair value amounts. 
 

The Company’s valuation techniques are based on observable and unobservable pricing inputs.  
Observable inputs reflect market data obtained from independent sources based on trades of securities, 
while unobservable inputs reflect the Company’s market assumptions.  

 
These inputs comprise the following fair value hierarchy: 
 

Level 1 - Observable inputs in the form of quoted prices for identical instruments in active markets. 
 

Level 2 - Observable inputs other than Level 1 prices, such as quoted prices for similar assets or 
liabilities, quoted prices in markets that are not active or other inputs that are observable or can be 
derived from observable market data for substantially the full term of the assets or liabilities. 

 
Level 3 - One or more unobservable inputs that are supported by little or no market activity and are 
significant to the fair value of the assets and liabilities.  Level 3 assets and liabilities include financial 
instruments whose value is determined using internal models, as well as instruments for which the 
determination of fair value requires significant management judgment or estimation. 
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The following table provides information as of December 31, 2013 and 2012 about the Company’s 
financial assets and liabilities measured at fair value on a recurring basis. 
 
2013 Level 1 Level 2 Level 3 Total

Assets at fair value:

Common stock:

Industrial and miscellaneous $52,414 $0 $0 $52,414

Total common stock 52,414 0 0 52,414

Short-term investments:

   Class one money market mutual funds 0 19,344 0 19,344

Commercial paper 0 26,234 0 26,234

Total short-term investments 0 45,578 0 45,578

Total assets at fair value $52,414 $45,578 $0 $97,992

Liabilities at fair value:

Total liabilities at fair value $0 $0 $0 $0

 
 
2012 Level 1 Level 2 Level 3 Total

Assets at fair value:

Common stock:

Industrial and miscellaneous $47,142 $0 $0 $47,142

Total common stock 47,142 0 0 47,142

Short-term investments:

   Class one money market mutual funds 0 21,499 0 21,499

Commercial paper 0 23,841 0 23,841

Total short-term investments 0 45,340 0 45,340

Total assets at fair value $47,142 $45,340 $0 $92,482

Liabilities at fair value:

Total liabilities at fair value $0 $0 $0 $0

 
 
Level 1 financial assets totaling $52,414 and $47,142 at December 31, 2013 and 2012, respectively, 
include activity-traded exchange-listed equity securities, as well as several actively-traded diversified 
mutual funds.  The Company uses quoted market prices provided by an independent pricing service to 
determine the fair values. 

 
Level 2 financial assets totaling $45,578 and $45,340 at December 31, 2013 and 2012, are short-term 
investments comprised of commercial paper and money market funds stated at cost which 
approximates fair value. 

 
There were no transfers between Level 1, Level 2, or Level 3 in the current year.  The Company 
recognizes transfers between levels at the end of the reporting period. 
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As of December 31, 2013, the Company did not hold any investments recorded at fair value with a 
Level 3 fair value measurement, although the Company holds investments that have Level 3 fair value 
disclosures. There were no purchases, sales, or settlements of Level 3 assets during 2013. 
 
The following tables provide information about the carrying values and fair values of the Company’s 
financial instruments: 
 

Fair Carrying  

2013 Value Value Level 1 Level 2 Level 3

Bonds:

U.S. governments $469,988 $462,423 $17,123 $452,865 $0

Municipal bonds 213,229 212,226 0 213,229 0

U.S. special revenue and assessments 30,066 28,072 0 30,066 0

Industrial and miscellaneous 291,456 279,694 0 291,456 0

Total bonds 1,004,739 982,415 17,123 987,616 0

Common stock:
Industrial and miscellaneous 52,414 52,414 52,414 0 0

Total common stock 52,414 52,414 52,414 0 0

Short-term investments:

Class one money market mutual funds 19,344 19,344 0 19,344 0

Commercial paper 26,234 26,234 0 26,234 0

Total short-term investments 45,578 45,578 0 45,578 0

Total assets $1,102,731 $1,080,407 $69,537 $1,033,194 $0

 
 

Fair Carrying  

2012 Value Value Level 1 Level 2 Level 3

Bonds:

U.S. governments $505,838 $464,761 $60,060 $445,778 $0

Municipal bonds 188,263 169,022 0 188,263 0

U.S. special revenue and assessments 57,635 53,305 0 57,635 0

Industrial and miscellaneous 296,192 266,703 0 295,384 808

Total bonds 1,047,928 953,791 60,060 987,060 808

Common stock:
Industrial and miscellaneous 47,142 47,142 47,142 0 0

Total common stock 47,142 47,142 47,142 0 0

Short-term investments:

Class one money market mutual funds 21,499 21,499 0 21,499 0

Commercial paper 23,841 23,841 0 23,841 0

Total short-term investments 45,340 45,340 0 45,340 0

Total assets $1,140,410 $1,046,273 $107,202 $1,032,400 $808

 
 
There were no financial instruments where it was not practical to estimate fair value in 2013 and 2012. 
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F. Net Investment Income 
 

Net investment income for the years ended December 31, 2013 and 2012 was as follows: 
 

2013 2012

Bonds and debt securities $39,730 $44,457

Common stocks 1,150 1,141

Policy loans 613 598

Short-term investments 359 311

Amortization of IMR 2,253 1,629

Miscellaneous income 150 291

Total investment income 44,255 48,427

Less investment expenses 695 613

Net investment income $43,560 $47,814   
 

G. Realized Gains and Losses 
 
Realized gains and losses for the years ended December 31, 2013 and 2012 are as follows:   

   
2013 2012

Gross gains:

      Bonds $13,933 $5,199

      Stocks 2,146 1,995

      Other invested assets 30 20

Total gross gains $16,109 $7,214

Gross losses:

      Bonds ($129) ($198)

      Stocks (40) (146)

      Other invested assets 0 (1)

Total gross losses ($169) ($345)

Other realized adjustments ($201) ($644)

Transferred net gains to IMR (8,973) (3,251)

Capital gains tax (5,306) (2,094)

Net realized capital gains (losses) $1,460 $880     
 

Proceeds from sale of long-term bonds and debt securities during 2013 and 2012 were $37,852 and 
$45,423, respectively.  Gains and losses generated from these sales were transferred, net of tax, to the 
IMR and will be amortized into income over the remaining life to maturity of the investment sold. 

 
Proceeds from the sale of stocks during 2013 and 2012 were $8,607 and $9,276, respectively. 

 
Reflected in other realized adjustments in 2013 and 2012 is the realization of the loss in fair value of 
certain assets owned at the end of the reporting period which has been determined to be other-than-
temporary.  A loss of $201 and $644 in 2013 and 2012 respectively, was realized to write down the 
book value of certain assets to reflect its market value at the time of the write down.   
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Note 5 - Reinsurance   
 

The Company cedes insurance to other insurers and reinsurers during the course of the year.  Reinsurance 
agreements are utilized to limit maximum loss, provide greater diversification of risk and minimize exposures 
on larger risks.  A summary of reinsurance financial data is presented below.    

 
2013 2012

Reinsurance ceded in-force $16,993,042 $15,939,231

Reinsurance premiums ceded 30,675 30,407

Reinsurance reserve credit 133,175 130,191

Reinsurance premium receivable 10,884 9,991  
 

A significant portion of the Company’s reinsurance is provided by two reinsurers. As of December 31, 2013, 
one reinsurer accounted for 58% of the outstanding recoverable and the next largest reinsurer had 42% of 
the balance. The Company believes that no exposure to a single reinsurer represents an inappropriate 
concentration of risk to the Company, nor is the Company’s business substantially dependent upon any 
single reinsurer.   

 
The Company remains primarily liable with respect to reinsurance ceded and, therefore, a contingent liability 
exist which could become a liability of the Company in the event that any reinsurer might be unable to meet 
obligations assumed under the reinsurance agreements.  No provision has been made for this contingency 
in the accompanying statutory financial agreements. 

 
Note 6 - Retirement Plans, Deferred Compensation, a nd Other Postretirement Benefit Plans  

 
A. Defined Benefits Plan    

        
The Company participates in its Parent’s noncontributory defined benefit pension plan covering 
substantially all employees of the Company.   
 
Prior to January 1, 2005, under the noncontributory defined benefit pension plan, the benefits were 
based upon years of service and the employee's average final compensation, usually the average of the 
final three consecutive years of credited service.  Effective January 1, 2005, all pension credits for 
employees will be based on career average pay.  Pension credits will vary based on years of service 
and the date of employment with the Company.  No expense was recorded for 2013 and 2012 because, 
in accordance with SSAP No. 102 and SSAP No. 89, the net periodic recognized pension cost was $0.   
 
The plan is funded through a pension trust (Amica Pension Fund).  In December 2012, the Company 
contributed $5,000 to the Amica Pension Fund, which was recorded as a non-admitted asset. After 
review of the Company’s obligations for retirement and postemployment benefits this amount was 
repurposed to offset the liability for postretirement health care in 2013, as discussed below.    
  

B. Postretirement Benefits    
 

In addition to pension benefits, the Company participates in other health care and life insurance benefit 
plans sponsored by its Parent for retired employees.  Substantially all employees may become eligible 
for these plans if they reach retirement age while working for the Company and satisfy certain service 
requirements. In 2005, the Company implemented an employee health care cost sharing arrangement 
with its employees.  No employee contribution is required for employees retiring prior to January 1, 
2005.  Employees who retired after 2004 will contribute approximately 20% to their health care 
coverage for 2005 and going forward.   In October 2013, the Company amended the postretirement 
health care benefits for current retirees and active employees.  The amendment changes the future 
benefits provided to retirees to defined subsidy payments to facilitate purchasing coverage from an 
independent health exchange.  In addition, employees hired on or after January 1, 2014 will not be 
eligible for postretirement health care benefits.  These amendments reduced the Company’s share of 
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the postretirement health care benefit obligation by $1,379.  The Company’s share of postretirement 
benefit expenses was $1,504 and $1,329 for 2013 and 2012, respectively. 
 
Life insurance benefits are based upon a multiple of salary and years of service at the date of 
retirement and are subject to a maximum benefit of $500 for active employees and $250 for retirees.  
For employees retiring on or after January 1, 2005, the amount of life insurance will immediately be 
reduced to $50 (or will remain at the level in effect immediately before retirement if this was less than 
$50). The amount of coverage in effect will be reduced by $5 on the first anniversary of the employee’s 
retirement date.  The amount of insurance coverage will be reduced by an additional $5 on each of the 
next four anniversary dates of the employee’s retirement.  However, coverage will not be reduced below 
$25. 

 
C. Defined Contribution Plans 
 

The Company participates with its Parent in a defined contribution savings plan covering substantially 
all employees of the Company.  Various investment funds are provided for employee savings, and the 
employee contributions can be made on a before-tax or after-tax basis.  The plan has limitations as to 
the amount of both employee and Company contributions.  The Company contributed $447 and $439 
on behalf of participating employees in 2013 and 2012, respectively. 

 
The Company also provides a deferred compensation plan for certain eligible officers.  The plan is a 
salary reduction plan in which no matching contributions are made by the Company on behalf of the 
plan participants. As explained in Note 6D, certain deferred compensation liabilities are funded through 
the Amica Companies Supplemental Retirement Trust.   
 

D. Other Plans 
 

The Company provides or funds supplemental pension benefits and certain deferred compensation plan 
liabilities through the Amica Companies Supplemental Retirement Trust (formerly the Pension Benefit 
Equalization Trust).  The supplemental pension benefits are amounts otherwise payable under the 
Company’s qualified pension plan which is in excess of that allowed under Sections 401 and/or 415 of 
the Internal Revenue Code.  The trust’s assets, which are invested in both debt and equity type 
securities, are valued at either amortized cost or market value, respectively.  The Company’s share of 
the trust assets was valued at $3,540 at December 31, 2013 and $3,390 at December 31, 2012.  The 
Company has recorded $1,768 and $2,165 at December 31, 2013 and 2012, respectively to reflect the 
Company’s obligation under this plan.  Assets in excess of the plan’s obligations are non-admitted.  The 
Company’s share of supplemental pension benefit expenses was $229 for 2013 and 2012, respectively. 
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E. Summary  
 

A summary of assets, obligations, and assumptions of the Pension, Supplemental Retirement Trust and 
Postretirement Health Care Benefits Plans covering employees of Amica Mutual Insurance Company 
and Amica Life Insurance Company are as follows at December 31, 2013 and 2012.   
  

Postretirement Benefits

2013 2012 2013 2012 2013 2012

1.  Change in benefit obligation

1.  Benefit Obligation at beginning of y ear $1,215,902 $1,045,252 $47,366 $42,690 $218,360 $270,626

2.  Serv ice cost 35,267 31,467 3,759 2,552 147,529 16,281

3.  Interest cost 50,714 51,153 1,579 1,672 15,590 12,663

4.  Contribution by  plan participants 0 0 0 0 1,193 984

5.  Actuarial (gain) loss (139,390) 128,525 (2,973) 3,468 (31,646) (71,042)

6.  Foreign currency  ex change rate changes 0 0 0 0 0 0

7.  Benefits paid (43,014) (40,495) (2,661) (3,016) (12,018) (11,152)

8.  Plan amendments 5,131 0 81 0 (33,708) 0

9.  Business combinations, div estitures,

curtailments, settlements and special

termination benefits 0 0 0 0 0 0

10. Benefit obligation at end of y ear $1,124,610 $1,215,902 $47,151 $47,366 $305,300 $218,360

Pension Benefits

Pension Fund

Supplemental 

Retirement Plans

Postretirement Health 

Care

Overfunded Underfunded Underfunded

 
 
The 2013 service cost for the Postretirement Health Care includes $140,282 to recognize the benefit 
obligation for non-vested participants. 
 



22 
 

AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

Postretirement Benefits

2013 2012 2013 2012 2013 2012

2.  Change in plan assets

a.  Fair Value on plan assets at beginning of

y ear $1,270,135 $1,123,119 $0 $0 $188,669 $163,118

b.  Actual return on plan assets 184,722 137,511 0 0 33,326 18,551

c.  Foreign currency  ex change rate changes 0 0 0 0 0 0

d.  Reporting entity  contribution 50,000 50,000 2,661 3,016 18,033 17,168

e.  Plan participants' contributions 0 0 0 0 1,193 984

f.  Benefits paid (43,013) (40,495) (2,661) (3,016) (12,526) (11,152)

g.  Business combinations, div estitures and

settlements 0 0 0 0 0 0

h.  Fair v alue of plan assets at end of y ear $1,461,844 $1,270,135 $0 $0 $228,695 $188,669

3.  Funded Status

Ov erfunded

a.  Assets (nonadmitted)

1.  Prepaid benefit costs $445,984 $395,984 $0 $0 $34,716 $50,793

2.  Ov erfunded plan assets (108,751) 0 0 0 (34,716) 0

3.  Total assets (nonadmitted) (337,233) (395,984) 0 0 0 (50,793)

Underfunded

b.  Liabilities recognized

1.  Accrued benefit costs 0 0 (34,279) (30,332) 1,094 5,088

2.  Liability  for pension benefits 0 0 (12,872) (17,034) 0 0

3.  Total liabilities recognized 0 0 (47,151) (47,366) 1,094 5,088

c.  Unrecognized liabilities $108,751 $341,752 $12,872 $17,034 $110,229 $75,395

4.  Components of net periodic benefit cost

a.  Serv ice cost $35,267 $31,467 $3,759 $2,552 $7,247 $16,281

b.  Interest cost 50,714 51,153 1,579 1,672 15,590 12,663

c.  Ex pected return on plan assets (87,397) (77,199) 0 0 (8,825) (11,418)

d.  Transition asset or obligation (14,315) (21,967) 473 473 13,180 675

e.  (Gains) and losses 23,469 24,284 956 751 2,215 6,183

f.  Prior serv ice cost or (credit) (7,738) (7,738) (160) (191) 200 270

g.  (Gain) or loss recognized due to a 

settlement or curtailment 0 0 0 0 0 0

h.  Total net periodic benefit cost $0 $0 $6,607 $5,257 $29,607 $24,654

Pension Benefits

Pension Fund

Supplemental 

Retirement Plans

Postretirement Health 

Care

 



23 
 

AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 (Continued) 

Postretirement Benefits

2013 2012 2013 2012 2013 2012

 5.  Amounts in unassigned funds (surplus) 

recognized as components of net periodic 

benefit cost 

  a.  Items not y et recognized as a component

        of net periodic cost - prior y ear $341,752 $268,117 $17,034 $14,599 $75,396 $165,533

  b.  Net transition asset or (obligation) 

        recognized 17,029 21,967 (473) (473) 0 675

  c.  Net prior serv ice cost or (credit) arising 

        during the period 5,131 0 81 0 106,574 0

  d.  Net prior serv ice cost or (credit) recognized 5,023 7,738 160 191 (13,380) (270)

  e.  Net (gain) and loss arising during the period (236,716) 68,214 (2,973) 3,468 (56,146) (84,358)

   f.  Net (gain) and loss recognized (23,469) (24,284) (956) (751) (2,215) (6,184)

  g.  Items not y et recognized as a component 0 0 0 0 0 0

        of net periodic cost - current y ear $108,750 $341,752 $12,873 $17,034 $110,229 $75,396

 6.  Amounts in unassigned funds (surplus) 

expected to be recognized in the next fiscal 

year as components of net periodic benefit 

a.  Net transition (asset) or obligation $0 ($16,648) $473 $473 $10,635 $0

b.  Net prior serv ice cost or (credit) (5,322)        (7,738)        5               (160)          (11)            0

c.  Net recognized (gains) and losses 2,175         21,994       603           926           54             0

7.  Amounts in unassigned fund (surplus) 

that have not yet been recognized as 

components of net periodic benefit costs 

a.  Net transition (asset) or obligation ($28,343) ($45,376) $3,312 $3,785 $95,713 $0

b.  Net prior serv ice cost or (credit) (36,998)      (47,152)      (268)          (509)          (89)            2,429         

c.  Net recognized (gains) and losses 174,092     434,276     9,829         13,758       14,605       72,966       

Pension Fund

Supplemental 

Retirement Plans

Postretirement Health 

Care

Pension Benefits
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8. Weighted average assumptions as of December 31, 2013 and 2012: 
 

2013 2012 2013 2012 2013 2012

Measurement date for:

Net periodic benefit cost 2013 2012 2013 2012 2013 2012

Year-end benefit obligation 2013 2012 2013 2012 2013 2012

Weighted-average assumptions used to determine benefit obligations at December 31:

Discount rate 5.00% 4.25% 5.00% 4.25% 5.00% 4.50%

Rate of compensation increase 4.00% 4.00% 4.00% 4.00% n/a n/a

Weighted-average assumptions used to determine net periodic benefit cost for the years ended December 31:

Discount rate 4.25% 5.00% 4.25% 5.00% 5.25% 4.75%

Expected return on plan assests 7.00% 7.00% n/a n/a 4.55% 7.00%

Rate of compensation increase 4.00% 4.00% 4.00% 4.00% n/a n/a

Post-retirement

Health carePension

Supplemental

Retirement Plan

 
The expected long-term rate of return on plan assets is based on what the Company believes is 
realistically achievable based on the types of assets held by the plan and the plan’s investment 
practices.  The assumption is updated at least annually, taking into account the asset allocation, 
historical asset return trends on the types of assets held and the current and expected economic 
conditions.   
 

9. The benefits expected to be paid for Amica Mutual Insurance Company and Amica Life Insurance 
Company  in each of the next five years, and in the aggregate for the five years thereafter are as follows: 
 

Supplemental Post-Retire.

Pension Retirement Health

Years Fund Plan Care

2014 $45,280 $2,392 $13,049

2015 47,746 2,910 13,799

2016 50,321 3,855 14,578

2017 52,943 2,260 15,296

2018 55,772 2,284 15,855

2019 - 2023 327,969 24,021 89,983
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10. The estimate of contributions expected to be paid by Amica Mutual Insurance Company and Amica Life 
Insurance Company during the next year are as follows: 
 
Post-Retirement Plan Contribution

Amica Pension Fund $0

Supplemental Retirement Plan $2,392

Post-retirement Health Care $13,049

 
 

11. The assumed health care cost trend rates 7.5% for pre-65 and 5.8% for post-65 for 2014 with an ultimate 
health care trend rate of 4.5% reached in 2020. 
 

12. Assumed health care cost trends rates have a significant effect on the amounts reported for the health 
care plans.  A one-percentage point change in assumed health care cost trend rates would have the 
following effects: 
 

2013 2012

Effect of a 1% Increase in Health Care Cost Trend Rates:

Total of service cost and interest cost $5,293 $4,996

Post-retirement benefit obligation $26,051 $26,956

Effect of a 1% Decrease in Health Care Cost Trend Rates:

Total of service cost and interest cost ($3,390) ($4,023)

Post-retirement benefit obligation ($20,207) ($22,360)
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13. The following provides the status of the Pension Fund and supplemental retirement plans covering 
employees of Amica Mutual Insurance Company and Amica Life Insurance Company as of December 
31, 2012 and the transition date (January 1, 2013): 

 
Pension Fund Supplemental Pension Benefits

12/31/12 01/01/13 12/31/12 01/01/13

Benefit obligation ($1,215,902) ($1,215,902) ($47,367) ($47,367)

Plus: non-v ested liability (5,073) (5,073) (59) (59)

Benefit obligation incl. non-v ested (1,220,975) (1,220,975) (47,426) (47,426)

Plan assets at fair v alue 1,270,135 1,270,135 0 0

Funded status 49,160 49,160 (47,426) (47,426)

Unrecognized net transition obligation (asset) (45,373) 0 3,785 0

Unrecognized prior serv ice cost (47,152) 0 (508) 0

Unrecognized net actuarial (gain) loss 434,276 0 13,758 0

PBO for non-v ested employ ees 5,073 0 59 0

Total unrecognized items 346,824 0 17,094 0

Asset (liability ) for benefits $395,984 $49,160 ($30,332) ($47,426)

 
 
The adoption of SSAP No. 102 for the Pension Fund did not have a surplus impact on Amica Mutual 
Insurance Company and Amica Life Insurance Company as the pension plan was overfunded by more 
than the transition liabilities.  At transition, Amica Mutual Insurance Company recognized $346,824 in 
unrecognized transition obligations, prior service costs, and unrecognized losses as components of 
the ending balance of unassigned funds as of January 1, 2013.  This recognition resulted in a financial 
presentation which reflects $44,160 overfunded status of the plan (fair value of plan assets exceeds 
the projected benefit obligation) for Amica Mutual Insurance Company as of January 1, 2013 with the 
remaining $5,000 overfunded status recorded as a prepaid asset on Amica Life Insurance Company’s 
financial statements at January 1, 2013.   

At transition, $17,094 was recognized for supplemental pension benefits in unrecognized transition 
obligations, prior service costs, and unrecognized losses as components of the ending balance of 
unassigned funds as of January 1, 2013.  This recognition resulted in an additional $306 liability 
recorded on Amica Life Insurance Company’s financial statements at January 1, 2013 with the 
remaining $16,788 recorded as a liability on the financial statements of Amica Mutual Insurance 
Company. 

In addition to pension benefits, Amica Mutual Insurance Company and Amica Life Insurance Company 
provide certain health care and life insurance benefits (“post retirement”) for retired employees.  
Substantially all employees may become eligible for these benefits if they reach retirement age while 
working for the Companies and satisfy certain service requirements.  SSAP No. 92, “Accounting for 
Postretirement Benefits Other Than Pensions, A Replacement of SSAP No. 14” became effective 
January 1, 2013.  This SSAP requires that any underfunded postretirement benefit amounts, other 
than pensions, as determined when the projected benefit obligation exceeds the fair value of plan 
assets, to be recognized as a liability under SSAP No. 5R.   
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The following provides the status of the Postretirement Health Care Benefit Plans covering employees 
of Amica Mutual Insurance Company and Amica Life Insurance Company as of December 31, 2012 
and the transition date (January 1, 2013): 

12/31/12 01/01/13

Benefit obligation ($218,360) ($218,360)

Plus: non-v ested liability (140,282) (140,282)

Benefit obligation incl. non-v ested (358,642) (358,642)

Plan assets at fair v alue 188,669 188,669

Funded status (169,973) (169,973)

Unrecognized prior serv ice cost 2,429 0

Unrecognized net actuarial (gain) loss 72,966 0

PBO for non-v ested employ ees 140,282 0

Total unrecognized items 215,677 0

Asset (liability ) for benefits $45,704 ($169,973)

 
 

The Companies elected to utilize the minimum transition option reflected in Paragraph 103 of SSAP 
No. 92.   

14. The Companies elected to phase in the transition liability relating to postretirement health care benefits 
under the transition guidance set forth in SSAP No. 92, “Accounting for Postretirement Benefits Other 
Than Pensions, A Replacement of SSAP No. 14”.  The total transition liability for the postretirement 
health care benefits was $169,973 resulting in a minimum transition liability of $16,997 after applying 
the guidance in paragraphs 103bi and 103bii.  Amica Life Insurance Company recorded a minimum 
transition liability of $863 on January 1, 2013 with the remaining $16,134 recorded on the financial 
statements of Amica Mutual Insurance Company.  

 
The following table includes the 2013 transition surplus activity: 

 
Transition liability

Beginning of y ear $169,973

Recognized during y ear (93,367)                                   

End of y ear funded status $76,606

 
 
The anticipated amortization of the remaining transition liability is as follows: 

 
Years Anticipated Amortization

2014 $16,997

2015 16,997                                    

2016 16,997                                    

2017 16,997                                    

2018 8,617                                      
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Amica Life Insurance Company’s share of anticipated amortization is $1,437 for 2014 through 2017 
and $729 for 2018. 

 
F. Description of Investment Policies 

 
The assets of the qualified defined benefit pension plan (the “Pension Trust”) and postretirement 
benefit plans are managed with the objective of providing the lowest risk of nonpayment of benefits to 
the plan participants or retirees.  Assets are invested to complement the structure and characteristics 
of the corresponding liabilities.  Asset allocations are structured to provide funding of near and mid-
term liabilities through interest income, dividends, and maturities and principal pay-downs of fixed-
income instruments.  
 
Investments in equity securities consist of a well-diversified portfolio of common stocks and mutual 
funds and are intended to provide capital appreciation in support of the plans’ longer-term obligations.  
Other investments include short-term investments used to manage the short-term liquidity of the 
assets and alternative investment funds intended to provide additional diversification.   Fixed-income 
security purchases, unless prior approval is obtained from the Board of Trustees, will be investment 
grade with an emphasis on liquidity.  Securities that subsequently fall below investment grade will 
never represent more than 5% of invested assets.  All bonds are payable in U.S. dollars, and bonds 
issued by foreign entities cannot exceed 5% of total investments.  The fixed-income portfolio will have 
convexity that is approximately neutral (zero).  Bond portfolio duration will be maintained at 6-8 years. 
 
The overall expected rate of return on plan assets was selected by considering the historical returns 
of equity and fixed income markets in conjunction with the current economic and financial market 
conditions.  
 
The investment manager of the Pension Trust and postretirement benefit plans may not deviate 
significantly from the targeted asset allocation percentages without prior approval from the trustees of 
the various plans.  The Pension Trust and postretirement benefit plan assets are not invested in 
derivatives and such investment would require prior consent from the trustees.  The Pension Trust 
and the postretirement benefit plans have no fee interests in real estate. 
 
The defined benefit pension plan asset allocation as of the measurement date, December 31, 2013 
and 2012, and the target asset allocation, presented as a percentage of total plan assets were as 
follows: 
 

Actual Allocation Target Allocation

Asset Category 12/31/13 12/31/12 12/31/13 12/31/12

a.  Debt Securities 28.8% 28.4% 29.5% 30.0%

b.  Equity  Securities 66.5% 65.3% 66.0% 65.5%

c.  Real estate 0.0% 0.0% 0.0% 0.0%

d.  Other 4.7% 6.3% 4.5% 4.5%

e.  Total 100.0% 100.0% 100.0% 100.0%
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The postretirement benefit plan asset allocation as of the measurement date, December 31, 2013 
and 2012, and the target asset allocation, presented as a percentage of total plan assets were as 
follows: 

 
Actual Allocation Target Allocation

Asset Category 12/31/13 12/31/12 12/31/13 12/31/12

a.  Debt Securities 26.7% 26.5% 27.5% 28.0%

b.  Equity  Securities 66.0% 64.9% 66.0% 65.5%

c.  Real estate 0.0% 0.0% 0.0% 0.0%

d.  Other 7.3% 8.6% 6.5% 6.5%

e.  Total 100.0% 100.0% 100.0% 100.0%

 
 

G. Fair Value of Plan Assets 
 
1. Fair Value Measurements of Plan Assets at Reporting Date 

 
Pension Fund

2013 Level 1 Level 2 Level 3 Total

Assets at Fair Value:

U.S. Government and Federal Agencies $33,901 $112,002 $0 $145,903

State and political subdivisions 0 157,573 0 157,573

Corporate debt securities 0 115,072 0 115,072

Common stocks 761,352 0 0 761,352

Short-term investments 0 27,229 0 27,229

Other invested assets 0 0 246,747 246,747

Total assets at fair value $795,253 $411,876 $246,747 $1,453,876

2012 Level 1 Level 2 Level 3 Total

Assets at Fair Value:

U.S. Government and Federal Agencies $28,213 $97,035 $0 $125,248

State and political subdivisions 0 127,923 0 127,923

Corporate debt securities 0 103,283 715 103,998

Common stocks 649,562 0 0 649,562

Short-term investments 0 44,225 0 44,225

Other invested assets 0 0 213,437 213,437

Total assets at fair value $677,775 $372,466 $214,152 $1,264,393

 
Level 1 financial assets are comprised of US Treasury Bonds and actively traded exchange-
listed equity securities, as well as several actively-traded diversified mutual funds. The Company 
uses quoted market prices provided by an independent pricing service to determine the fair 
values. 
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Level 2 financial assets are comprised of debt securities whose quoted prices are provided by an 
independent pricing service and short-term investments are stated at cost which approximates 
fair value. 

 
Level 3 financial assets consist of holdings in limited partnership hedge funds and private equity 
investments. The values of the funds are based on the Pension Trust’s ownership percentage. 
Corporate debt securities are included in Level 3 as the market prices were determined by the 
Company using the issuer’s underlying corporate credit as a benchmark.  
 

Postretirement Health Care

2013 Level 1 Level 2 Level 3 Total

Assets at Fair Value:

U.S. Government and Federal Agencies $2,320 $26,519 $0 $28,839

State and political subdivisions 0 15,566 0 15,566

Corporate debt securities 0 13,595 0 13,595

Common stocks 119,833 0 0 119,833

Short-term investments 0 12,788 0 12,788

Other invested assets 0 0 37,767 37,767

Total assets at fair value $122,153 $68,468 $37,767 $228,388

2012 Level 1 Level 2 Level 3 Total

Assets at Fair Value:

U.S. Government and Federal Agencies $3,600 $24,141 $0 $27,741

State and political subdivisions 0 11,383 0 11,383

Corporate debt securities 0 11,347 0 11,347

Common stocks 101,724 0 0 101,724

Short-term investments 0 11,202 0 11,202

Other invested assets 0 0 28,445 28,445

Total assets at fair value $105,324 $58,073 $28,445 $191,842

 
Level 1 financial assets are comprised of US Treasury Bonds and actively traded exchange-
listed equity securities, as well as several actively-traded diversified mutual funds. The Company 
uses quoted market prices provided by an independent pricing service to determine the fair 
values. 

 
Level 2 financial assets are comprised of debt securities whose quoted prices are provided by an 
independent pricing service and short-term investments are stated at cost which approximates 
fair value. 

 
Level 3 financial assets consist of holdings in limited partnership hedge funds and private equity 
investments. The values of the funds are based on the Trust’s ownership percentage. Corporate 
debt securities are included in Level 3 as the market prices were determined by the Company 
using the issuer’s underlying corporate credit as a benchmark.  
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2. Fair Value Measurements in Level 3 of the Fair Value Hierarchy 
 

2013 2012 2013 2012

Balance at beginning of year $214,152 $152,568 $28,445 $20,577

Total gains/losses (realized/unrealized) included in net

   increase (decrease) in net assets available for benefits 28,550 27,835 4,145 3,382

Purchases 25,435 84,107 6,074 5,323

Sales (20,941) (50,886) (897) (837)

Issuances 0 0 0 0

Settlements 0 0 0 0

Transfers into Level 3 0 528 0 0

Transfers out of Level 3 (449) 0 0 0

Balance at end of year $246,747 $214,152 $37,767 $28,445

Pension Fund
Postretirement Health 

Care

 
 
The transfer out of Level 3 in 2013 for the Pension Fund was due to the availability of market prices 
in the current year to value the corporate debt security. 

 
Note 7 – Equipment and Furnishings  
 

Major classes of equipment and furnishings were as follows: 
 

Accumulated Net Book Non- Depreciation

Asset Class Cost Depreciation Value admitted Admitted Exp ense

2013

Computer equipment & softw are $4,060 $3,642 $418 $418 $0 $210

Furniture and equipment 8,788 5,364 3,424 3,424 0 118

Total $12,848 $9,006 $3,842 $3,842 $0 $328

2012

Computer equipment & softw are $3,875 $3,465 $410 $410 $0 $253

Furniture and equipment 7,802 4,807 2,995 2,995 0 21

Total $11,677 $8,272 $3,405 $3,405 $0 $274

 
Depreciation expense on furniture and equipment of $118 and $21 is net of reimbursement from the Parent 
Company of $918 and $840 for 2013 and 2012, respectively. 
 
There were no write-downs to fair value for equipment and furnishings in 2013 and 2012. 
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Note 8 - Income Taxes  
 

A.  The components of Deferred Tax Assets and Deferred Tax Liabilities are as follows: 
 

Ordinary Capital Total

2013

Gross deferred tax assets $37,994 $2,029 $40,023

Statutory valuation allow ance adjustment 0 0 0

   Adjusted gross deferred tax assets 37,994 2,029 40,023

Deferred tax assets nonadmitted 16,184 0 16,184

   Subtotal net admitted deferred tax asset 21,810 2,029 23,839

Deferred tax liabilities 10,617 8,044 18,661

   Net admittted deferred tax asset (liability) $11,193 ($6,015) $5,178

2012

Gross deferred tax assets $37,941 $0 $37,941

Statutory valuation allow ance adjustment 0 0 0

   Adjusted gross deferred tax assets 37,941 0 37,941

Deferred tax assets nonadmitted 19,761 0 19,761

   Subtotal net admitted deferred tax asset 18,180 0 18,180

Deferred tax liabilities 10,013 2,760 12,773

   Net admittted deferred tax asset (liability) $8,167 ($2,760) $5,407

Change

Gross deferred tax assets $53 $2,029 $2,082

Statutory valuation allow ance adjustment 0 0 0

   Adjusted gross deferred tax assets 53 2,029 2,082

Deferred tax assets nonadmitted (3,577) 0 (3,577)

   Subtotal net admitted deferred tax asset 3,630 2,029 5,659

Deferred tax liabilities 604 5,284 5,888

   Net admittted deferred tax asset (liability) $3,026 ($3,255) ($229)
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Admission calculation components: 
 

Ordinary Capital Total

2013

Federal income taxes paid in prior years recoverable through loss carrybacks $5,178 $0 $5,178

Adjusted gross deferred tax assets expected to be realized w ithin 3 years 

        (The lesser of 1 or 2 below ) 0 0 0

     1. Adjusted gross deferred tax assets expected to be realized follow ing

         the balance sheet date. 0 0 0

     2. Adjusted gross deferred tax assets allow ed per limitation threshold XXX XXX 31,852

Adjusted gross deferred tax assets offset by gross deferred tax liabilities 18,661 0 18,661

     Deferred tax assets admitted as the result of application of SSAP No. 101 $23,839 $0 $23,839

2012

Federal income taxes paid in prior years recoverable through loss carrybacks $5,407 $0 $5,407

Adjusted gross deferred tax assets expected to be realized w ithin 3 years 

        (The lesser of 1 or 2 below ) 0 0 0

     1. Adjusted gross deferred tax assets expected to be realized follow ing

         the balance sheet date. 0 0 0

     2. Adjusted gross deferred tax assets allow ed per limitation threshold XXX XXX 29,497

Adjusted gross deferred tax assets offset by gross deferred tax liabilities 12,773 0 12,773

     Deferred tax assets admitted as the result of application of SSAP No. 101 $18,180 $0 $18,180

Change

Federal income taxes paid in prior years recoverable through loss carrybacks ($229) $0 ($229)

Adjusted gross deferred tax assets expected to be realized w ithin 3 years 

        (The lesser of 1 or 2 below ) 0 0 0

     1. Adjusted gross deferred tax assets expected to be realized follow ing

         the balance sheet date. 0 0 0

     2. Adjusted gross deferred tax assets allow ed per limitation threshold XXX XXX 2,355

Adjusted gross deferred tax assets offset by gross deferred tax liabilities 5,888 0 5,888

     Deferred tax assets admitted as the result of application of SSAP No. 101 $5,659 $0 $5,659

 
 
Ratios used for threshold limitation: 
 

2013 2012

Ratio percentage used to determine recovery period and 

     threshold limitation 1668% 1718%

Amount of adjusted capital and surplus used to determine recovery

     period and threshold limitation above 212,350$    206,224$   

 
 
There were no tax planning strategies, including the use of reinsurance, in place at December 31, 2013 
that impacted the determination of ordinary and capital adjusted gross deferred tax assets. 
 

B. There were no temporary differences for which a deferred tax liability was not recognized. 
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C. The provision for incurred taxes on earnings for the years ended December 31 are as follows: 
 

2013 2012 Change

Federal $1,062 $3,060 ($1,998)

Foreign 0 0 0

    Subtotal 1,062 3,060 (1,998)

Federal income tax on net capital gains 5,306 2,094 3,212

Utilization of capital loss carry-forw ards 0 0 0

Other 0 0 0

    Federal and foreign income taxes incurred $6,368 $5,154 $1,214
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D. The tax effects of temporary differences that give rise to significant portions of the deferred tax asset 
and deferred tax liabilities are as follows: 
 

  

Deferred Tax Assets: 2013 2012 Change
Ordinary:

    Policyholder reserves $27,455 $26,775 $680

    Deferred acquition costs 4,725 4,604 121

    Reserve for unassessed insolvencies 683 707 (24)

    Compensation and benefits accrual 2,502 2,067 435

    Prepaid pension asset 0 1,750 (1,750)

    Pension accrual 1,216 1,157 59

    Fixed assets 687 620 67

    Other 726 261 465

            Subtotal 37,994 37,941 53

Statutory valuation allow ance adjustment 0 0 0

Nonadmitted 16,184 19,761 (3,577)

Admitted ordinary deferred tax assets 21,810 18,180 3,630

Capital:

   Common stocks 2,022 0 2,022

   Joint venture interests 7 0 7

            Subtotal 2,029 0 2,029

Statutory valuation allow ance adjustment 0 0 0
Nonadmitted 0 0 0

Admitted capital deferred tax assets 2,029 0 2,029

Admitted deferred tax assets $23,839 $18,180 $5,659

Deferred Tax Liabilities:
Ordinary:

   Bonds $481 $542 ($61)

   Deferred and uncollected premium 4,200 4,032 168

   Reinsurance premium receivable 3,808 3,497 311

   Pension fund contribution 0 1,750 (1,750)

Retirees' medical fund contribution 1,750 0 1,750

   Other 378 192 186

           Subtotal 10,617 10,013 604

Capital:

   Common stocks 7,831 2,730 $5,101

   Joint venture interests 213 30 183

           Subtotal 8,044 2,760 5,284

Deferred tax liabilities $18,661 $12,773 $5,888

Net deferred tax assets (liabilities) $5,178 $5,407 ($229)
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The Company has elected not to consolidate its Federal income tax return with its Parent. 
 

The change in deferred income taxes reported in surplus before consideration of non-admitted assets is 
comprised of the following components: 
 

2013 2012 Change

Total deferred tax assets $40,023 $37,941 $2,082

Total deferred tax liabilities 18,661 12,773 5,888

Net deferred tax assets/(liabilities) 21,362 25,168 (3,806)

Statutory valuation allow ance adjustment 0 0 0

Net deferred tax assets/(liabilities) after valuation allow ance 21,362 25,168 (3,806)

Tax effect of unrealized gains (losses) 8,044 2,760 5,284

Statutory valuation allow ance adjustment allocation to unrealized 0 0 0

Change in net deferred tax $29,406 $27,928 $1,478

 
 

E. The significant items causing a difference between the provision for Federal income taxes and the 
statutory rate are as follows: 
 

2013 2012

Effective Effective

Amount Tax Rate Amount Tax Rate

Income before taxes $7,342 35.0% $4,289 35.0%

Permanent differences (786) -3.8% (578) -4.7%

Change in non-admitted assets 1,212 5.8% (2,017) -16.5%

Unrealized gain/loss adjustment (2,190) -10.4% 0 0.0%

Other (688) -3.3% (951) -7.7%

Total $4,890 23.3% $743 6.1%

Federal income taxes incurred $1,062 5.1% $3,060 25.0%

Tax on capital gains (losses) 5,306 25.3% 2,094 17.1%

Change in net deferred taxes (1,478) -7.1% (4,411) -36.0%

Total statutory income taxes $4,890 23.3% $743 6.1%

 
 

F. Operating Loss and Tax Credit Carryforwards 
 
1. At December 31, 2013 and 2012, the Company did not have any unused operating loss carry 

forwards available to offset against future taxable income. 
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2. The amounts the Federal income taxes incurred and available for recoupment in the event of future 
net losses are (in thousands):  
 

Year Total

2013 $6,369

2012 $5,294

2011 $9,664

 
 
The Company did not have any protective tax deposits under Section 6603 of the Internal Revenue 
Code. 

 
Note 9 - Investment Contracts  
 

The Company issues certain life and annuity products which are considered financial instruments.  The 
carrying value and estimated fair value of these liabilities at December 31, 2013 and 2012 are presented 
below: 
 

Carrying Value Fair Value Carrying Value Fair Value

Supplementary contracts w ithout 

    life contingencies $8,023 $8,472 $6,700 $7,177

Deferred annuities 354,614 352,252 352,375 350,085

Immediate annuities w ithout life 

    contingencies 158,320 180,979 158,929 183,511

Total f inancial liabilities $520,957 $541,703 $518,004 $540,773

2013 2012

 
 

Note 10 - Life, Annuity and Deposit-Type Contracts and Reinsurance – Benefits and Reserves  
 

The Company waives deduction of deferred fractional premiums upon death of insured and returns any 
portion of the final premium beyond the date of death.  Surrender values are not promised in excess of  the 
legally provided reserves.  Extra premiums are charged for substandard lives plus the gross premium for a 
rated age.  Mean reserves are determined by computing the mean reserve for the plan at the rated age and 
holding one half of the extra premium charge for the year. 

 
As of December 31, 2013 and 2012, respectively, the Company had $3,245,518 and $4,932,895 of 
insurance in force for which the gross premiums are less than the net premiums according to the standard 
valuation set by the State of Rhode Island. 

 
Tabular interest, tabular less actual reserves released, and tabular cost has been determined by formula as 
outlined in the Annual Statement instructions. 
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The amount of annuity actuarial reserves and deposit liabilities by withdrawal characteristics is as follows: 
 

2013 2012

Subject to discretionary w ithdraw al:

With market value adjustment $0 $0

At bookvalue less surrender charge 10,238 16,092

At fair value 0 0

Total w ith adjustment or at market value $10,238 $16,092

At bookvalue w ithout adjustment 344,379 336,287

Not subjected to discretionary w ithdraw l 243,120 241,919

Total annuity actuarial reserves and 

   deposit funds liabilities, net $597,737 $594,298

 
 
Note 11 - Life Contracts - Premiums  

  
Deferred and uncollected life insurance premiums were as follows: 
 

Net of Net of

Gross Loading Gross Loading

Ordinary new  business $1,389 $176 $1,534 $208

Ordinary renew al 13,172 11,824 12,484 11,313

Total $14,561 $12,000 $14,018 $11,521

2013 2012

 
 

 Note 12 - Related Parties  
 

The Company recorded a payable to its Parent of $165 and $275 at December 31, 2013 and 2012, 
respectively.  The terms of the settlement require that these amounts are settled within fifty-five days.   
 
The Parent allocated a portion of the post-retirement benefit expense to the Company under an expense 
allocation arrangement.  During 2013 and 2012, expenses of $1,732 and $1,558, respectively, were 
allocated to the Company. 
 
During 2013 and 2012 premiums of approximately $2,775 and $2,664, respectively, were made to the 
Company by the Parent for the group life insurance on lives of its employees and retirees.   
 
The Company was reimbursed $2,075 and $1,940 in 2013 and 2012, respectively, by its Parent for leasing 
motor vehicles owned by the Company. 
 
The Company received premiums from its Parent of $18,257 and $21,287 in 2013 and 2012, respectively, 
for the purchase of individual annuities to cover certain claims which had been settled by its Parent on a 
structured basis. 
 
Reimbursements to the Parent of $3,054 and $2,855 were made for personnel and facility expenses 
incurred by the Company during 2013 and 2012, respectively. 
 
The Company is subject to certain statutory restrictions on payment of dividends to its Parent.  These 
restrictions are based on earned surplus and net gain from operations. The maximum dividend payout which 
would have been allowed without prior approval of the Insurance Commissioner of the State of Rhode Island 
under Rhode Island Business Corporation Law in 2013 and 2012 was $2,969 and $11,981, respectively.   
No dividends were paid in 2013 or 2012. 
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Effective January 1, 2009, the Company entered into a line of credit agreement with its Parent, Amica 
Mutual Insurance Company.  The line of credit agreement allows the Company to draw advances from 
Amica Mutual for up to $250,000.  Any draw upon the line of credit by the Company must be repaid in full, 
with interest, within three years from the date of advance.  The advances shall carry a fixed interest rate of 
one-percent above the Prime Rate in Interest on the date of any advance.  Interest shall accrue on the 
principal sum of any outstanding advances on a monthly basis.  The Company did not make any draw 
downs under the line of credit during 2013 or 2012. 

 
Note 13 - Risk Based Capital  

 
Risk Based Capital (RBC) is intended to identify companies that are in financial difficulty by establishing 
minimum capital needs based on the risks applicable to the operations of the individual company.  The 
calculation of RBC for the Company was above the minimum required level at December 31, 2013 and 
2012. 

 
Note 14 - Guaranty Fund and Other Assessments  
 

The Company is subject to guaranty fund and other assessments by the states in which it writes business.  
Guaranty fund assessments are accrued at the time of insolvencies.  Other assessments are accrued: 

 
1. Upon receipt of assessment, or 

 
2. At the time premiums are written, in the case of premium based assessments, or 
 
3. At the time losses are incurred, in the case of loss based assessments. 

 
The Company has accrued a liability for guaranty fund and other assessments of $1,952 and $2,019 at 
December 31, 2013 and 2012 respectively.  This represents management’s best estimates based on 
information received from the states in which the Company writes business and may change due to many 
factors including the Company’s share of the ultimate cost of current insolvencies. The Company has not 
recorded a related asset as of December 31, 2013. 
 

Note 15 - Non-Admitted Assets  
 
Certain assets, designated as non-admitted assets, have been excluded from the statutory financial 
statements and charged directly against surplus.  A summary of these non-admitted assets follows.  
 
Description 2013 2012

Deferred tax asset $16,184 $19,761

Furniture and other equipment, net 3,842 3,405

Prepaid pension contribution 0 5,000

Other postretirement benefits 1,771 1,225

Pension - intangible 0 191

Other 810 65

  Total non-admitted assets $22,607 $29,647

 
  

 
 

 



40 
 

AMICA LIFE INSURANCE COMPANY 
(A Wholly Owned Subsidiary of Amica Mutual Insurance Company) 

 
Notes to Statutory Financial Statements 

(in thousands) 
 

December 31, 2013 and 2012 
 
 

 

 Note 16 – Subsequent Events  
 

Subsequent events have been considered through February 12, 2014 for the statutory statement issued 
on February 12, 2014 and through May 9, 2014 for the audited financial statement issued on May 9, 2014.  
 

1. Effective January 1, 2014, the Rhode Island Division of Insurance approved a permitted 
accounting practice to allow the Company to record directly to surplus the change in XXX 
reserves that is above the change in the reserves calculated on a discounted cash flow basis.  
This practice will have no effect on the surplus of the Company nor its reserve position, as it will 
establish reserves in accordance with Rhode Island Regulation 93.  This permitted accounting 
practice is expected to increase 2014 net income by $8,700 with a direct offsetting decrease to 
surplus of $8,700. 

 
2. The Company received two cash contributions of $25,000 on January 31, 2014 and March 31, 

2014 from its parent, Amica Mutual Insurance Company. These contributions are intended to 
provide additional support with regard to the Company’s growth initiatives.       
 

There were no other events occurring subsequent to the end of the year that merited recognition or 
disclosure in these statements. 
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