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Testimony of Lauren M. Bloom

My name is Lauren M. Bloom. Iam the General Counsel and Vice President for Beneficiary
Services and Education of the Navy Mutual Aid Association (“Navy Mutual”). I am writing on

Navy Mutual’s behalf to request passage of legislation to clarify Navy Mutual’s regulatory status
in Connecticut.

Background

Navy Mutual is an unincorporated, not-for-profit mufual aid association and Congressionally-
chartered veterans service organization that provides members of the Sea Services (Navy,
Marine Corps, Coast Guard, National Oceanic and Atmospheric Administration, and the U.S.
Public Health Service) with life insurance and survivor benefits at the lowest possible net cost.
Navy Mutual was formed in 1879 fo provide these benefits to Civil War veterans and their
families, and it is still performing this critical mission today.

Navy Mutual has never been required by any state to be licensed as an insurance company. At
this time, however, Navy Mutual is taking proactive steps to ensure that its regulatory status is
clear. Navy Mutual’s concern is based upon its recent experience in three states that interpreted
their fraternal benefit codes so that Navy Mutual was not exempted from regulation. In each of
those cases, the respective insurance codes were amended to make clear that Navy Mutual was to
be treated like other exempt fraternal benefit associations who provide services to members of

hazardous occupations. Navy Mutual respectfully requests Connecticut to make a similar
legislative change.

Navy Mutual’s Experience in Virginia, the Carolinas, Maryland and Hawaii

In the 1990s, Navy Mutual received an inquiry from the Department of Insurance in its
domiciliary state, Virginia, concerning its regulatory status, After an initial inquiry and informal
hearing, the Virginia Department recognized the public policy benefits of making Navy Mutual’s
unique products and survivor services available to Sea Service members, but concluded that
Navy Mutual did not necessarily fit neatly within the “hazardous occupation” exemption in
Virginia’s version of the Model Fraternal Code. The Virginia Department assisted Navy Mutual

in asking the Virginia Legislature to add the following express exemption from regulation to
Virginia’s insurance code:

Any association, whether a fraternal society or not, which was organized before 1880 and
whose members are officers or enlisted, regular or reserve, active, retired, or honorably
discharged members of the Armed Forces or Sea Services of the United States, and a
principal purpose of which is to provide insurance and other benefits to its members and
their dependents or beneficiaries.
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After this resolution, Navy Mutual believed that Virginia’s position was unique, and that the
remaining states categorized Navy Mutual as exempt from regulation under the “hazardous
occupation” exemption. In 2005, however, Navy Mutual received an inquiry from the North
Carolina Department of Insurance and, during the inquiry, an attorney from the North Carolina
Attorney General’s Office informally opined that Navy Mutual did not meet the letter of that
state’s “hazardous occupation” exemption. Navy Mutual did not agree but, rather than further
argue the legal merits, Navy Mutual (with the support of the Department of Insurance) brought
the issue to the North Carolina Legislature to clarify North Carolina’s statutes to everyone’s
satisfaction. In 2007, the North Carolina State Legislature amended the state’s Insurance Code
to expressly exempt Navy Mutual from regulation by adding the same exemption that had been
adopted in Virginia. See N.C. Gen, Stat. § 58-24-185(a)(6).

While Navy Mutual believes that it continues to fall within the long-standing exemption for
hazardous occupations already set forth in the Model Fraternal Code, Navy Mutual has
concluded that it would be best to proactively seek clarification of its regulatory status in other
states, In that line, Navy Mutual initiated contact with the South Carolina Department of
Insurance in 2008 and, with the Department’s support, Navy Mutual obtained from the South
Carolina Legislature an express regulatory exemption similar to those granted by Virginia and
North Carolina, In 2009, Navy Mutual initiated contact with the Maryland Department of
Insurance and, once again, received the department’s support in obtaining from the Maryland
Legislature an express regulatory exemption similar to those granted by Virginia, North Carolina
and South Carolina.! In 2010, Navy Mutual contacted the Hawaii Insurance Division and, based
on the division’s recommendation, again sought legislative clarification. In 2011 ,the Hawaii
state legislature granted Navy Mutual an express regulatory exemption similar to those
previously adopted in other states.

Taking the same pro-active approach, I met in December with Connecticut’s Insurance
Commissioner and members of his staff to explain Navy Mutual’s situation and request an
opinion as to whether Navy Mutual falls within Section 38a-625 of the Connecticut Insurance
Code. Based on subsequent correspondence and conversations, it is my understanding that the
Connecticut Department of Insurance does not believe that Navy Mutual qualifies for regulatory
exemption under Section 38a-625, and is taking no position concerning our current request to
clarify Navy Mutual’s regulatory status through legislative amendment,

'In 2008, representatives of the Georgia Department of Insurance informally opined that Navy
Mutual could continue to operate in the state exempt from regulation, At the end of 2009, I met
with representatives of the Florida Department of Insurance to discuss Navy Mutual’s regulatory
status. After considering the matter, the Florida Department issued a letter confirming that Navy
Mutual qualified for exemption from regulation under Florida’s Fraternal Code, which meant
that no legislative clarification was needed. We are currently seeking a similar exemption in
Rhode Island after bringing our regulatory status to the attention of the Rhode Island Insurance
Department,
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I would like to emphasize that, in each state where this issue has previously been addressed, it
has been treated as a technical one over the application of the precise wording of the Model
Fraternal Code’s hazardous occupation exemption. Virginia, the Carolinas, Maryland (as well as
Georgia and Florida) agreed that Navy Mutual fell within the spirit of the exemption. No state
has taken the position that Navy Mutual was not entitled to an exemption, or that Navy Mutual
should be treated differently from fraternal benefit organizations whose members are engaged in
a hazardous occupation. In each of the states where we raised the issue, the state’s insurance
officials rendered valuable assistance in codifying an express statutory exemption applicable to
Navy Mutual. We hope that Connecticut will agree to make the same technical correction.

Navy Mutual’s Unique Value to Members

Navy Mutual insures only its Members and their families, and it provides them with many
benefits that are not offered by commereial insurance companies, including one-on-one
beneficiary support services; military survivor benefits education and counseling; secure storage
for wills and other testamentary documents; and no-cost legal representatxon of veterans and
their beneficiaries before the Veterans Administration,

In offering Membership to Sea Service personnel whose service to our country puts them in
harm’s way, Navy Mutual serves a uniquely deserving population, and its contracts reflect the
hazardous nature of its Members’ dufies. For example, Navy Mutual has no war, aviation or
terrorism exclusions in its benefit plans, and does not restrict the amount of insurance that
Members and prospective Members can purchase based on their combat status, Recently, Navy
Mutual has paid numerous claims to the families of Navy SEALs and Marines who were killed
in combat in Iraq and Afghanistan. We do not believe that commercial insurers would have
provided those brave combatants with similar coverage.

Navy Mutual’s mission is badly needed because its Members serve in a hazardous occupation.
Navy Mutual’s Members repeatedly put themselves in harm’s way as they serve our nation and,
as a result, they can have tremendous difficulty obtaining life insurance beyond that offered by
the federal government. To the extent Navy Mutual’s Members are even able to purchase life
insurance from commercial insurers, that insurance is likely to be extremely expensive and
capped at relatively low levels. Navy Mutual’s mission is to aid our servicemen and women by

insuring its Members when commercial insurance companies would not, precisely because their
service is hazardous.

In recognition of their unique service to the military community, Congress has granted Navy
Mutual and its Army-Air Force counterpart a special federal tax exemption under §501(c)(23) of
the Internal Revenue Code (see Letter of Congressman John J. Duncan (Oct. 16, 1984), attached
as Exhibit A). Similarly, the National Association of Insurance Commissioners included in its
model regulation on sales fo the military an express exemption for life insurance products sold
by 501(c)(23) tax exempt organizations. That model regulation has been adopted in Hawaii as
HAR §16-171-603 (2010). Four other states, including Navy Mutual’s domicile Commonwealth
of Virginia, have already adopted identical legislation to that which we are requesting in Hawaii.
Thus, ample precedent exists to support this legislative clarification.
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Navy Mutual is financially strong, with over $2 billion in assets and an A+ rating with a stable
outlook from the Fitch rating agency (see Fitch Ratings Report (Nov. 22, 2011), attached as
Exhibit B). There is not and never has been any risk to Navy's Mutual's insured Members and
families, and our insurance and benefits contracts have always been honored. Navy Mutual
engages in rigorous self-regulation, voluntarily submitting to annual financial and actuarial
audits (see 2010 Annual Report, attached as Exhibit C) and complying with the Insurance Code
of the Commonwealth of Virginia as well as the model laws and regulations issued by the
National Association of Insurance Commissioners.

Legislators need not be concerned with Navy Mutual’s market conduct. We have made our
insurance available to Sea Service members in Connecticut for 133 years without a single
consumer complaint of which we are currently aware, Navy Mutual has long been a trusted part
of the defense establishment (see Exerpt, Final Report of on Insurance Solicitation Practice on
Department Defense Installations, presented to the Deputy Under Secretary of Defense (May 15,
2000), attached as Exhibit D), and can be relied upon to continue to provide honest, dependable
service to our Connecticut Members.

I also wish to emphasize that Navy Mutual seeks exemption only from the technical
requirements of Connecticut’s insurance regulations. We respect and will fully comply with all
other applicable state laws, including consumer protection requirements, Our products are
simple ~ we sell only life insurance and fixed annuities, None of our products is variable or
equity-indexed. Because Navy Mutual is tax exempt and runs with a small staff and
exceptionally low expenses, we are able to offer our Members high quality insurance at the
lowest possible price, a key element of our mission since 1879.

Navy Mutual’s presence in Connecticut is relatively small. As of today, we have about only
2,000 plans and 1,350 Members in the state. However, we respect and value our relationship
with Connecticut, homie to the Groton submarine base and the Coast Guard Academy., We are
seeking this legislation to ensure that Navy Mutual’s presence in Connecticut remains sanctioned
by law and fully transparent.

There should be no doubt that Navy Mutual’s mission is as vital as ever, particularly at a time
when the nation is at war. Please support our proposed legislation,

Respectfully submitted,

Lauren M, Bloom
General Counsel and Vice President for
Beneficiary Services and Education



30 BT, TR SEC Exhibit A X R,

—— P
SURCORUMTIES; T

SRGEEREET ongresss of the Hnited States e
i Bouse of Representatioes | 0N COMMITIEE 0N
Sk " 3Dashington, B.E. 20515

October 16, 198k

Rear Admiral J, R. Ahern, SC, USH, Ret.
Executive Directior

Havy Mutual Aid Association

Havy Department

Washington, D, C, 20370

Dear Admiral Ahern:

In response to your concerns that were recently called to my attention
releting to Section 501(c}{23) of the Internal Revenue Code, I would
1ike to assure you that et the time of {ts enactment this provision
vas expressly intended to cover both the Arwsy Mutusl Afd Assooietion
end the Ravy butuel Aid Associetion,

The Navy Mutual Afid Association has performed s vital gervice for
personnel of the seca services over the yeeras end this was fully
understood and appreciated by the members of the Ways end Means Committee
and the Committee on Finance in accepting this amendment to the Internal
Hévenue Code. The intent, underiying the sddition of Section 501{c)(23)
to the Internal Revenie Code, was to make certain that theré could be no
‘doubt vhatscever with respect to the exempt atatus of the Navy Mutual Afd
Aspociation, ' ‘ .

8¢ncerely,

AN

{# Memver of Congress







Exhibit B

Navy Mutual Aid Association

Full Rating Report

Ratings

Security Class Raling
Insurer Financlal Strength A+

Rating Outlook
Slable

Financial Data

{5 Mil.) 12431110
Total Adjusted Capital 217
Surmplus Notas Oulstanding 1]
Siatutory Nat Income 3
Operaling Return on TAG (%) 38
Risk-Based Caplial (%) 3

Note: Statulory data.
Souwice: NMAA, Fltch.

Related Research

Fitch Aflems Navy Mutval Aid
Assoclations' IRS Rating al ‘A+",
Sept.15, 2011

Lite insurers' Mortgage Portiofios —
Better Than Expecled, June 21, 2011

o011 Qullook: U.S. Lile Insurance,
Jan. 11, 2011

Analysts

R. Andrew Davidson, GFA

+1 312 388-3144
andrew.davidson@Htchratings.com

Julie A Burke, CPA, CFA
+1 312 368-3158
jiebuke@ichmiings.com

Key Rating Drivers

Strong Capita! Levels: Navy Mulual Aid Assoclation's (NMAA or the Association) ‘A+' Insurer
financla! strength (IFS) rating reflects its strong capital and conservalive reserving. Financial

flexibility is considered adequaie In respect to Navy Mutual's unique business profile and
product porifolio.

High-Quality Liquid Invesiment Portfollo: Navy Mutual's investment portiolio Is composed of
more than 37% U.S. government-guaranteed or government-sponsored enterprise debt and
high-quality corporate bonds, with no exposure 1o problematic structured securities. Portiolio
ylelds have consistenlly exceeded 6% and reallzed credit losses compare favorably with the
fife indusiry oves the 2008-2010 period.

Modest Scale and Narrow Focus: NMAA occuples a modes! scale postiion in the life
insurance industry and serves a narrow market, Rating concerns include Navy Mutual's limited
access to capital markets and the long-term challenge of membership growth due to its niche
customer market.

Favorable Business Proflie/Strong Niche Position: The Association is a low-cost provider of
fife insurance protection products to the U.S, sea service members and thelr familles. Navy
Mutual exhibits a conservalive financial profila with predictable cash flows. Product liabilities
are composed of predominately term and whols life insurance producis with no varlable annuity
products.

War Risk Is Well-Managed: Filch Ralings believes that the Assoclation's “war risk” is
prudenlly managed and that mortality experience Is within expectalions despite the current
conflicts in the Middle East.

Macroeconemic Headwinds: Key concerns Include the European sovereign debt crisis and
potential contaglon Into other asset classes, low Interest rates, financial market volatility, and
weak economic recovery. Fitch expecis these factors will constrain NMAA’s earnings over the
near term and could have a material negative impact on the company's garnings and capital in
a severa, albelt unexpected, scenario.

What Could Trigger a Rating Action

Downgrade Triggers: A decline In risk-based capital (RBC) below 300% of the company
action level, a spike In investment-related losses, or a trend of sustained net operating losses
could have a negative impact on NMAA's ralings. Additionally, increased war risk exposura or
a change in tax or regulatory status could trigger a downgrade,

Upgrade Triggers: Fiich views Navy Mutual at the upper and of Its IFS range. Navy Mulual’s
ratings are based In part on lis unique profite as a nonprofit institution serving a narrow
customer base. Fitch believes that the Association’s siralegy that provides high-value products
to its customers and maintains prudent levels of reserves and capital (rather than generaling

stronger earnings and higher reserving and caphtal levels) limits the upside range of its 1FS
rating.

www.fitchratings.com

November 22, 2011



Aelated Criteria

Insurance  Rating  Mathodology,

Sept. 22, 2011

Company Profile

Unique Structure — Narrow Focus and Moderate Scale

Navy Mutual's ratings are based in part on its unique profile as a nonprofit institution serving a
narrow customer base. Navy Mutual Is a member association created in 1878 to provide life

insurance for the families of naval officers as private insurance was rarely available at that time.

Fitch views Navy Mutual as serving a unique nicha in terms of a customer base and customer
sarvices. Limited lo a large degree by Hts focused customer market, the Assoclalion has
modest scale and a narrow focus in comparison with many psers in the life Insurance industry.

Posttively, Navy Mutual enjoys a strong reputation for Integrity and service 1o ts customer base.

it has maintained a close refatlonship with the sea services and has avolded the market
conduct Issues that have plagued several other assoclalions and commerclal insurance
companies that target the military market,

These favorable characleristics allow Fitch to rate MNAA above the range typical for insurers
with a narrow focus and moderate scals.

Ratings Range Based on Market Position and Size/Scale
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Small, Narrow Focus

Favorable Business Profile with a Defensible Niche

Navy Mutual exhibits a stable business profile due to its unique customer base and favorable
business mix. Fitch conslders Navy Mutual to have a secure position in its niche as a nonprofit
provider of insurance protection and services for Its membership based on its quallty service,
efficlart operations, and excepllonally compelitive insurance products. More than 90% of
product reserves are for individual life insurance products. The Assoctation's very compaétitive
crediting rates and low term premiums provide members with value and build member loyalty.

Navy Mutual exhibits a substantial cost advantage versus many life insurers, as evidenced by
its very low expense ratio (expense 1o assets) of 0.5%. A number of factors contribute to this
low cost structure, including its low overhead, ils lack of commissioned agents, Hts classification
as a 501(c)(23) organization exempting it from federal income tax, and Its express regulatory
exemption in selected slates, recognizing ils mission to provide coverage 1o sea service
members and thelr famifies. In addition 1o low expenses, Navy Mutual also benefits from a low
mortality rale, reflecting the generally healthier population segment that the Assoclation is
largeting and a stringent medical underwriting process. ’

Navy Mulual Aid Association
November 22, 2011




Corporate Governance and
Management

Corporale govemance and management
are adequate and neutral io the rating. Of
the board of direciors’ 19 membars, the
miajortty are Independent and consist of
retired .S, Navy, Marine Comp, or Coast
Guard officers. NMAA reports resulls
under statutory apcounting principles.

Johnson Lambert & Co, LLP Is NMAA's
auditor, The audi opinon for 2010 was
unqualiied No related party transactions
oocumed In 2010 and none are cumrertly
plarmed.

Challenge to Grow Membership

Fitch views growth in the number of new members as one of Navy Mutual's long-term
challenges as the fulure dscline in naval manpower could make it more challenging for Navy
Mutual to expand its membership base and grow premiums,

Membership has hovered around 100,000 for the last five years since the Associalion
ferminated Ws Career Assistance Program (CAP), formerly an importat generator of new
members. Fitch beliaves that Navy Mulual's increased communication of iis needs-based value

proposition and continued excellent service and education are having a beneficial effect on
new membership levels '

Value-Added Products/Low-Cost Distribution

Navy Mutual serves its defined market with an uncomplicated selection of Insurance and
annulty product offerings. In addition, It provides related Informational services including
survivor asslstance, entitlement education, and federal benefits education.

Navy Mutual cusrently offers two basic e Insurance products: interest-sensilive whole life
insurance and tarm life Insurance. Additionally, the Assoclation offers a numbar of death
benelit settlement options for beneficlaries, as waell as offering an acceleraled death benefit
option and a long-term care option. In recent years, Navy Mutual diversifled its product portiotio
with the offering of a single premium deferred annuity (SPDA), a flexible premium deferred
annuity (FPDA), and a single premium immediate annuity {SPIA).

NMAA's operaling performance benefils from its noncommissionad sales channels, New plans
are generated through two main sources: direct markeling and member referrals. Navy
Mutual's sales are conducted only by salarled employees out of its home office.

Risk Management Is Adequate

Fitch notes nothing unusual with respect to Navy Mutual's risk management practices relative
1o industry norms. Navy Mutual has chosen to manags fisk by taking a relatively conservalive
stante on product risk,

Organizational Structure

Ownership Is a Moderate Positive to the Rating

Relative 1o the retum-focused view of equity holders, Navy Mulual's ownarship structure
compares most closely with that of a multual Insurance company, aligning the interests of
managers with those of policyholders, thereby promoting a stronger focus on malntaining
financial strength, The Associalion's tax-exempt staius also provides an advaniage over tax
paying compelitors,

Navy Mutual Is a mulual aid assoclation formed in 1889, Eligible membership currently includes
all uniformed personnel of the Navy, Marine Gorps, Coast Guard, National Oceanlc and
Atmospheric Administration (NOAA), and U.S. Public Heallth Service Commissioned Corps
(USPHS), including all entisted and officer grades, regular, reserve, and retired, as well as sea
service veterans In some states. Navy Mutual is headquartered in Artington, VA, and has a
branch at the Naval Statien Norfolk in Norfolk, VA,

Navy Mutual Aid Assaciation
November 22, 2011



Industry Profile and Operating Environment

U.S. Life Industry Has Strong Balance Sheet Fundamentals

A majority of U.8. life insurers in Fitch's rated universe have IFS ratings in the 'AA’ and 'A'
calegories. Key industry risk faclors include: fixed-income and equity investment risks,
macroaconomic uncertalnty, low Inlerest rales, and Intense price competition, as well as
ragulatory and accounting uncertainty. The Industry withstood the 2008-2009 financial crisis
reascnably well, with capital largely rebounding due fo earnings, investment galns, and capital
raises. Balance sheets reflect very strong liquidity, reasonable financlal leverage, and improved

Soverelgn and Country asset quality. improved earnings conlinue to lag precrisis levels due io low interest rates and

Related Constraints

Flich rates lhe soversign oblgatons of increased hedging costs, The Industry’s large in-force book of variable annuity business will
the United States of America al AAA' continue to be a drag on profitabliity over the near term and could cause a material hit to
wih a Stable Ougook, and the Country induslry earnings and capital in an unexpected, bul still plausible, severe stress scenario.
Cafling Is simZasfy 'AAA". Therelore, the
retings ol U.S, Insurance organizations Ratings Range Based on Industry Proflle/Operating Environment
and other corporate lssuers are nol
constrained by sovereign or . . ool S e g .
MECFORCONOIC fisks. ! o S WS oARA AR | A BBB | <BBB !

: ) Dbl An A ' BB

Bee | BB

£

Life Insurance

1 Annuities

&rﬁ:i_dent and Health o

Composlte

Peer Analysis

NMAA Compares Well with ‘A+’ Peers

While moderate In scale and consldered a niche wilter, Navy Mutual has solid credit
fundamentals and has outperformed many peer-rated companles in the challenging 2008-2009
period. Navy Mutval's risk-adjusted capital slrength Is comparable to that of other life Insurance
comparnies rated 'A+'. Profitability measures, such as return on surplus, are average as
expected in consldering the Association's high excess policyholder dividends. Flich notes Navy
Mutual's risky asset ratio is in line with selected peers.

Peer Comparison
{As of Dag¢, 31, 2010)

General Protax Return
nsurer Account Financla} on Total Operating
Financlal Risk-Basad TAC 115, Assets/  Liabiifiies/ Risky Assets/ Leverage Assets Pos!- Retur on TAC
Strength Caphal (%) {$ Mit} TAC (x) TAC (x) TAC {%) Hetle (%) Dividend (%) (%6}
Navy Mutual A+ 379 217 134 123 "5 V] 032 38
Pan Amarican Lile A 816 274 5.5 4.1 58,1 0 1.50 7.4
Ubasty Life A- 350 316 15.8 11.4 a8.1 0 0.04 0.6
Nallonal Lile A+ 393 1,263 13.7 13.4 1.3 21 1.00 10.7
TAC - Tolal adjusted caphal. Note: Adjusied debt to TAG Is for parent holding company,
Sourcs: Fitch Ratings, Highline Data,
Navy Mutual Aid Associalion 4
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Navy Mutual's main competitors tnclude selected benefit societies and commercial insurance
companies that typically target members of the military. As a result of its low cost siructure and
excellent mortality experience, the Assoclalion's insurance policy rates and benefits compare
very favorably with each of these competitors, as well as Vetarans Group Life Insurance (VGLI).
Navy Mulual's survivor benefit services are also viewsd as a distinctive product element among
competitors.

Navy Motual Aid Assaciation
November 22, 2011



Capitalization and Leverage

2008 2007 2008 2008 2010 Filch's Expaclation
Total Adjustad Caplial ($ Mil. 192 208 16 200 2 RBC wiil remaln well above 300%. Navy
s ol (.$ d ! i7 Muluat will mainlaln a solid balance sheet
Risk-Based Caplial (%) 332 331 334 360 379

In 2011 with strong capital levels.
Adfusted AssetsiTAC (%) 12.7 12.2 15.9 136 134

Finandlat Leverage Rallo — — — —_— —

*Fhich eslimata. TAG - Tolal adjusled capial,
Scurca: NMAA, Fiich,

Strong Capital, Policyholder Dividend Flexibiity
Solid risk-adjusted capllal,

War and adverse deviatlon reserve support capital,
Capita! flexibility due to whole life book.

Low reliance on capital markets,

Fitch views Navy Mulual as sirongly capitalized. Key factors favorably alfecting the
Assoclation's capital profile include the large book of participating Individuat life reserves, high-
quality Investment portfolio, and large reserve for war risk and other adverse deviations,
Financlal flexibllity is considered adequate In respect to Navy Mutuval's unique business profile
and product portfotio.

Solid Risk-Adjusted Capital

Fitch views Navy Mutvals estimated statutory risk-adjusted capital ratic as solid at
-approximalely 378% of the company aclion level at year-end 2010. While Navy Mutual
carefully moniters and manages its risk-ad|usted capital levels, as a mutual ald association, It Is
not regulated as an insurance company.

War and Adverse Deviation Reserve Supports Capltal

Fitch considers Navy Mutual's $76 million voluntary reserve for war risk and other adverse
deviations as additional support for the rating. This spsclal reserve was established to protect
against fong-term excessive claims due to war and/or other risks and adverse investment yield
scenarios,

Capital Flexibliity Due to Whole Life Book

Fitch belleves that management has the flexibility and discipline to adjust dividend rates if
necessary 10 maintain strong levels of capital. The Assoclation employs conservative reserving

TFC s anonsk-based leverage practices as well. For the five-year parlod ended Dec. 31, 2010, adjusted surplus has grown at
that expands on a 3% CAGR, despite the high crediting rate pald oul to parlicipaling policyholders, A significant

measures of financial leverage to include ° » 098P grate p ) parlicipaling policynoiaers. A sig

all forms of deb, Inckucing matchfunded portion of this high payout has been generated by realized and unrealized capital gains from its

and cther operationa) dett, &5 wel as common stock portiolio.

debt supporing long-erm capital needs

and bauidity and working capital needs. Low Reliance on Capital Markets

During pedods of market disruptions, and

lost access 1o caplial marksts hungiing, NMAA's tofal financing and commitment (TFC) ratio indicates modest reliance on capital

such operational and ofi-balance sheet markets for funding compared with its peers, At year-end 2010, Navy Mulual had a low TFC

commitments can become adirect ratio at 0.2x versus the life insurance industry average of 0.6x. The exposure Is primarlly short-

source of winembilty to an organization term security Jending. Navy Mutual participates In a securities lending program to generate

incrementat income and had $44 million under loan at year-end 2010,
Navy Mulual Aid Association 8
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Financial Performance and Earnings

Pretax Galn frem Oparations {$ Mil)

Nat Income {$ IVal.)

Pralax Rsturn on Total Assels Post.

Dividand (%)
Operating Relum on TAC (%}

Growih in Revenues {Before Realized

Galns} (%)

2008 2007 2008 2009 2010 _Fitch’s Expectatlon
13 12 i3 20 The Assoclation will report good
pradividend oparaling psrformance diiven
14 2 12 10 3 by low expenses, strong levels of »
: invesimant Incoma, and low credit-refal
0.84 058 0.59 0.86 032 jyestment losses. Fiich expacis the
7.4 6.2 70 it.0 3.8 company will generate single-cigh
oparaling returns on TAG for 2011,
{2) 3 10 16 2

TAG - Tola! adjusied capital, Note: Excludes realized capHal galnsf{losses).

Source: NMAA, Fitch.

Solid, Consistent Operating Performance
s Conslstent, moderate oparating profitabllity,

® Favorable earnings drivers expecied to continue.
* Expenses are well-managed and very low.

Fitch vlews Navy Mutual's operating performance as solid, characterized by consistent, healthy
predividend gains from operations. Key drivers are low expense levels, goed investment
income, and favorable persistency and mortality. Net income declined in 2010 to $3 million as
NMAA continues 1o pay high dividends and premium growth versus the previous ysar due to
lower annuity sales,

Consistent, Moderate Operating Profitabllity

As a mutua! entity, the Association does not generale a significant statulory ne! operating gain.
Navy Mutual allocates revenue in excess of that requlred by Its financlal plan for reserve and
surplus Increases to grow the cash valus of its interest-sensitive whole life policies and 10
provide premlum refunds on its term policles,

NMAA — Operating Galns and Realized Capltal Galns/(Losses)

w NelOperaling Galn & Nat Realized Galn/{Loss)
op 1ML

20 1
1 1

‘o u—_— - -
5 - —-
o —_— i e

(5, e e e e

(10) sm—m e

(18} — - -
2006

Source: Navy Mutual Ald Assoclation.

Favorable Earnings Drivers Expected to Continue

Expenses are well-managed and very low as exhibited by an expense ratio of 0.5% {expenses
10 total assets), due fo very low acquisition costs (no commissioned sales force, moderate
adverlising), no taxes, and focused larget markets. Mortallty experience coniinues be within
pricing expectations and investment income has been strong, reflecting a 6.5% yleld
consistently over the last five years due lo low relnvestment risk and strong credit performance.

Mavy Mulual Aid Assoclalion
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Crediting Rate Flexibility

Navy Mutual has demonstrated operating flexibility by modifying its crediting rates to reflect
changes in interest rale levels and investment portfolio performance. The Assoclate continues
to pay a high crediting rate to ifs policyholders in 2011, Crediting rate declsions are normally
made once a year, but Navy Mutual has the flexibility to respond to changing interest rates or
the need to refain surplus.

Navy Mutual Aid Association
November 22, 2011




Investmentis and Asset Risk

Cash and Invesled Assets {$ ML)
Below Invesiment-Grade Bonds/TAG (%)

Risky Assels Ratio (%)
nvesiment Yield (%)

TAC - Total adjusted capilal.
Source: NMAA, Fitch,

2008 2007 2008 2008 2010 Fltch's Expectalions
2,039 , 492 2941 2,409 Navy Mutual will malntain a high-quality
2335 2 a Invesiment portfolio, Credit-related
199 214 17.4 18.0 160 jnvestment impalrmants witl be fow.
1073 24.2 B67.8 7 7.5

66 66 6.5 65 6.4

High-Quality Investment Portfolio Provide (ncome and Liguidity
s High credit quality.

*  Good performance during crisls.

e  Acceptable market risk.

Fitch views the Association's invesiment performance as good with consistent levels of
investment income and strong credil-related parformance. Fitch believes the Association’s
invested assets have low exposure to credit risk and moderate exposure to equity market
volatility and changes In interest rate levels. Fitch conslders Navy Mutual’s investment portfollo
1o be conservatively managed and the asset mix to be appropriale for its product {iabliitles and
investment strategy. The malority of invested assets are managed internally.

High Credit Quality

Maintaining a high credit quality fixed-income portfollo Is a key strategy for Navy Multual as
saen in a below invesiment-grade bonds (BIGs) to tolal adjusted capital (TAC) ratio of 16% at
year-end 2010 versus the 2010 induslry average at 51%. Navy Mutual does not buy BIGs as
per lts Investmant policy. Below investment-grade bonds were only 1.6% of the bond portfolio
at year-end 2010. Navy Mutual has minimal exposure to commercial morigages or residential
morigages and no subprime or Alt-A residentia! securities, In addiion, Navy Mutual timits its
aggregate investment in commen stocks, direct mortgages, and private real estale trusts to 6%
of total assels.

Realized Investments Gains/(Losses) to Average Invested Assets
8 NMAA t Lite Insurance indsusiry

2007 2008

Source: Filch, NMAA,

Good Performance During Crisls

Navy Mutual exhiblted strong investment performance over the challenging 2008-2010 period.
Fitch expects low credit-related losses and continued strong invesiment income generation.
Navy Mutual's high-quality, fixed-Income portfolio continues to genesate favorable Investment
ylelds dus in part to its long duration and low exposure 1o callable bonds and morgage-related

Navy Mulual Aid Assaciation
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securilies, Realized losses related to credit impairments have been moderate and compare
very favorably with the life insurance industry,

Accepiable Market Risk

Fitch notes that changes in year-to-year reponted adjusled surplus have experlenced moderate
volatllity over the past five years dus lo the fluctuating market values of its common stock
holdings. At year-end 2010, common stock Investment Increased to 4.5% due mainly to market
appreciation.

In addition, the Assoclation's long-duration bond portfolio exhibils price risk to a rising Interest
rale scenario, but it has parformed as expected In the declining interest rate scenario. Filch
considers this risk as reasenable since yields on these assels are normally well above the
minimum yields required to fulfill the liability requirement, thus minimizing the relnvestment risk.
Navy Mutual's bond porifollo typically exhibits a long duration to match the life Insurance-
dominated liability portfolio.

NMAA Bond Portfolio by Credit Rating NMAA Bond Portfolio by Bond Type
(As of Year-End 2010)
AA
1%
. Govaminant. Corporale
Sponsored . ' ~ Bonds
AAA Enlerprisas - 56%
a%"~ 25%
" A
T ad%
u.s.
Below Government -~
Investment P ) oY,
Grade and - " BBB Stale and
Other 12% Municipal
2% 6%
Source: NMAA, Flich. Sowrca: NMAA, Filch.
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Asset/Liability and Liquidity Management

2006 2007 2008 2009 2010_Fitch's Expectalions
Uauidity Ratio 99, $00. 97.8 5, B NMAA's product portichio Is heavily
auidily (%) 8 5 105.5 103 welght toward lifa Insuranca. Fiich
Oparating Cash Flow Coveraga (x) N.A, NA. 1.8 1.9 axpacis Ihis to confinue,
Total Adjusted Liabllifas and Deposits ($ Mil) 1,883 1,963 2,068 2,181 2,355

N.A. - Not available,
Source: Flich.

Conservative Products and Good Liquidity
*  Good liquidity,

*  Sound asset liability management.

*  Unique mortality rlsk due to war catasirophe.

Fitch conslders Navy Mutual's asset liabllity management to be sound and ts liquidity to be
good. Due to NMAA's unlgue customer base, It has experienced 1o a limited degree the
Increasing market-based Investment risks experienced by the life insurance industry due to
wide shift towards asset accumulation products, typlcally with some Investment guarantees.
NMAA has also not followed the trend of Increased product complexity, which requires more
sophisticated financial management and has Increased reguiatory and operationat risk.

Good Liquidity

The drivers of NMAA's liquidity are the composition of the invested assets and conservative
traded securities. Additionally, good levels of cash flow from operatlons provide an added love!
of comfort regarding the protection provided to policyholders.

Sound Asset Liabllity Management

The Association's signature product Is fis interssl-sensitive whole life insurance policy and
racent product addifons Include a modest line of annulty products. The Association conducts
cash flow studies under a variety of interest rate and equity market scenarios 1o ensure that its
cash flow matching is sufficlent to mitigate any potential disintermediation. Test results are
favorable even under severe Interest rate and equity market scenarlos.

Unigue Mortality Risk Due to War Catastrophe

Filch believes that Navy Mutual’s war fisk Is belng prudently managed and mortality experience
is within expectations despite the current escatated levels of conflict worldwide in recent years.
Navy Mutual estimates that less than 10% of ils current in-force book of business is currently
eligible for war risk, At year-end 2010, Navy Mutual held $76 mitfion In war risk and other

adverse devlation reserves, designed to protect against long-lerm excess claims due 1o war
and other rigks.

Filch believes that the Assoclation’s current war reserves and mortality margins could

experience a significant Increase in adverse results for a suslalned number of years without
requiring additions.

Navy Muluat Aid Association
November 22, 2011
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Appendix A: Additional Financial Exhibits

NMAA Member Profite
(YE 2010)
_ Relited
5%
Active Duly
40%
/ Y s od
J \ Separat
Reservists / * Vaterans
3% 21%

Note: Separated vaterans are valerans who hava nol reach
feliremant age.
Source: NMAA,

NMAA Adjusted Liabllities and
Separate Accounts

Separatle
Accounts-,
0% i
Ciher Lie
1% .- Reserves
i 94%
“)
Annuiies
and Penslon
Dapaosits
t
5% Accldent
and Health
0%

Source: Navy Mutual Ald Assoclation,
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Appendix B: Other Ratings Considerations

Below is a summary of addlitional ratings considerations of a “technical” nalure, which are also
part of Filch's ratings criteria.

Notching

The United Stalss Is a “strong” regulatory environment with reslrictions on payments from the
regulated insurance entities to holding companies and priority afforded policyholder obligations.

Notching Summary

iFS Ratings

A baselina racovery assumption of Good applles to the Insurer financial strength {IFS) rating and standard nolching was
vsed based on the existence of policyholder priofity.

Hybrids — Equity/Debt Treatment
Not applicable.

Recovery Analysis and Recovery Ratings
Mot applicable.

Exceptions to Criteria/Ratings Limitations

None,

Navy Mulual Aid Association 13
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The ratings above were solictted by, or on behalf of, the Issuer, and therefore, Fitch has been
compensated for the provision of the ratings.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN UMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMTATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTPAFITCHRATINGS. COMUNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVALABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUGT, CONFI NTIALITY, CONFLICTS OF INTEREST, AFFILIATE
FIRE\(!}VSB% COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM
THE OF CONDUGT SECTION OF THIS SITE.

Copyright ® 2011 by Fitch, Inc., Fiich Ratings Lid. and its subsidiasies. One State Stroat Plaza, NY, NY 10004.Telaphone;
1-800-753«482%212) 908-0500. Fax: (212) 480-4435, Reproduction or relransmission In whole or in par is probébiled except
by permission, All rights resarved. Ini&suingandmaiﬁairﬂrghsmlilm.Fachreﬁwmfaxudhlormmionhreoehmfrun
issusrs and underwriters and from other sources Fiich belleves 1o be credible, Fiich conducis a reasonabla Investigation of the
lmludhﬁumaﬁmrdiedumnbylhmﬂmuﬂhhstahodg&y and obtalns reasonabla verification of that
i ape available for a given security or in a given unisdiction,
verification it oblains wil vary ing on lhe
nature of the rated security and its lssuer, the ments and practices In jurisdiction in which the ratad security s oflered
&%“%bmmm“%‘*éﬁmmm% g ety vonleatons s aon cocess o e manegementof e
ar , the ] veri such as wes
leth appmisafs.aduarlalm@:oﬂaeng ﬁngrepons,_leggioplﬂorsangomumpoﬂsproﬁd%%byﬂiﬂparﬁes.uw
avéﬁbﬂhyolindapemm competent thi verification soures with resped! 1o the sacurlty or in the
Wwdlheb@ummﬁavaﬁetyololharfadom.Usefsomeh‘srah should understand thal neltther an
en| factual i nor any thi verification can ensure thad all of the Fiich refies on in connection
with a rai w!!bemr:ﬂearldcorrg:le.u maieig.ﬂwlssuermdllsadwsers‘ &m responsibla for the aocuracy of the
information they provide 1o Flich and fo the market In ol ering documanis and other reports. In Issuing s rati Fitch must rely
onltmworkdsgﬂs,indudnglndependemauu‘ﬂorswilhraspedtoﬁnwxia!staiemerﬁsandauomeysm respoct o legal
and lax matters, Furher, ratings are inhersnily | and embody assumpbions and predictions abou future events
ma:bylheirna:uremalbeveriﬁedmhﬂaﬁsamsult.despheanywnﬁcaﬂonofwrrﬂfads.raiirgswnbeaﬁauedby
Mumevmﬂsacmﬁﬁom&ﬂmmrﬂarﬁdpaledd&amamﬁrgmsl&medmafﬁmed.

The Information In this report 1s providad "as Is* without represanialion of warranty of any kind, A Fich rating ks an opinfon
aslomemnﬁnmdagwuﬁy.msoﬁﬁmwgbasedmﬁt&ﬁwmm:waMm mau??m
continu evaluating and updating. Therelore, ratings are he collective workg?duclo' of Fitch and no al, or group of

<3

Individuals, is solely eforaraﬁ%Tharaﬂngdoasmladdresme loss dua 1o fisks cther than credi risk,
unfess such risk Is mmm isnmauagedinmeoﬂewrsatadmysemmy.AIichmovaBshamd
authorship, Individuals idorti Inaﬁchrqwﬂmmhwdvedhhﬂmmtsdafymspme rions stated therein,

for, the
are named for contact orly. A providing a Fitch rating is neither a nora substituts for

lhaldorrnaﬂonamemblad.veﬁﬁedm-pdummasmedwhves:mpqgmbylhr?&uerwdhsagenmhwnm' with the sale of
smﬁﬁa%ﬁngsmaybednmedm%hmmdwwﬁnefuwmsmmﬂnsdedmmﬁmdﬂm
provide investment arhvice of any soit ar not a recommendation o buy, sell, or hold any securlty, Ralings do
fonm%mugnﬂmadequacy%mr;ﬂmwa. aﬁaﬂhzgawseuﬂylmapwﬁwlam,orwmmmnMW
axabl ymenis mada 0 :
mdurdem%rs for rating securdties, Such generally vary from US$1,000 to 50,000 (or the applicable cumrency
eqdva!aﬁ)periswe.lncenalncases,thwillmlealmammberdMIawedbya

eedogapwﬁwtahswaorwmarﬁor.!oraslng!earma”ae.SwhfpesamamededlovarymU&MD,OOOIO
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Our Mission

Providing our Members, with certainty and
promptness file insurance at as near the agtual ne!
cost as possible

Securing for our Members, without cost. the federal
benelits lo which they may be fegally entilled

Educating mitary members and ther families on
maliars ol financial security

Our Vision

To be the first choice provider of
exceptionat life insurance products and services for
Sea Service members and then lamilies

~erving the Sea Services

Navy » Maring Corps = Coasl Guard » Public Hsalth
Service # NOAA Commisstoned Ofiicer Corps

Opento Aclive Duly, Retired, Reserves, and
Honorably Discharged Veterans







A Report from the Chairman and the President

2010 was an outstanding year for Navy Mulual even as other U §. insurers were hit hard by Ihe lingering effects of the
fecession. As you witl see from lhe information conltained in this Annual Reporl, your Association continued to grow
and prosper white providing exceptional service 1o you and yous loved ones  Our Associalion Ihrives because of
carefu! atlention to four key principles that serve as the cornerstones of everything we do-

Value. Forover 130 years, Navy Mulual has provided military families with high qualily life insurance products al
the ‘owesl possibfe cost in 2010, our conservative investment sirategies permilted us to earn a 6.3% net yield on our
mnvesiments and $239 miflion in income (increased from $235 mullion n 2008). Our carelu! slewardship perritted us Io
provide a crediling rale on Permanent "Plus' and seltlerant options that few, if any, other insurers can equal.

Integrity. In 2010, other insurers were crilicized for wilhholding benefils from the grieving families of fallen
warriors. We assured you that Navy Mutual does nol engage in those practices and that you would not be subjected
to fine print or compficated payout restrictions in our policies We insure our Members regardless of where they go or
how they serve. We have no service restiictions, no lerrorism ciauses, and no limits on where our Members deploy.

Trust. Our Members and Iheir tamities demonstrated (heir trusl in Navy Mulual in 2010 with satisfaction survey
responses thal were bolh gratifying and humbling "W had over 7,000 survey responses compared to only about
2.000 last year. 94.3 percenl of Ihose who responded agreed or strongly agreed that lhey were salisfied with Navy
Mutual.  This compares with the industry average, as provided by the Lifa Insurance Markeling Resaarch Assoclation,
of 77 5 percent. In addition, the results of our first beneficiary satistaction survey were astounding 98 percent of
respondents reported thal they were slrongly satisfied and the remaining 2 percent said they werg mostly safisfied.
Clearly. you can count on Navy Mutual to lreat you and your loved onas with Ihe utmost compassion and respect.

Stability, we have honored our commitment to our Members through wars, depressions, and changing
invesiment environments since 1879  Afler a rigorous review. the Filch raling agency renewed our A+ raling in 2010
Navy Mutual will be here, ready 1o care lor your loved ones. for generations to come.

It has 'b_een our honor to serve you. Earlier tivs year, ADM Richard W Mies completed his term and
stepped down from his posikon as Chairman of the Board. We are thankiul for his nine years of dedicated servica
We are also graleful for the trust you have placed in Navy Mutual and we thank you for the opportunity to serve YOu

Zam e B ittt

Jeffrey W Oster Bruce B. Engelhardl
Chairman of the Board President
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irisurance in force, beginning of year 20,454,730,563
Insurance soid in 2010 2.066,732.038
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Direct premium growih has Increased 46% since 2007 whils the industry average has declined 19%.

a 50% of the growth achieved In 2010 was from new members — an important fact that verifies the long-term
stability of the Assoclation.

s New plans issued to both current and new members totated more than $2 billion in iife insurance.
u We provided beneficlaries $65.5 million of support in death bensfis.




--Allan Wara' USN (Renred)

‘l've, been with Navy Mutual for 30+ years. They have always
provided the best lifé insurance products at the lowest cost,
and best tax deferred savmgs growth of any company | have

ever known.”
~—Jim McClean, USN




Members & Families

THOUSANDS

2HIE T at wn

Members, beginning of year
Gains

Losses {including deaths)
Members, end of year

Spouses & Children, beginning of year
Increase

Spouses & Children, end of year
Total, end of year

B2 Spouse B Member B8 Children t:

NG

94,349
1375
2622

93,102

17834
968
18,802
111,904

Membher Profiie

Reservist: 3% —]

Retired: 36%

PRODUCTS TO FIT EVERY STAGE OF YOUR LIFE,

Term Life Insurance

¢ Flex Term: For those under 50 looking lor maximum

coverage at fitlle cosl.

u Level H'Plus': For those 50 to 85 looking for
a specitic amount of prolection al a level cosl.

Permanent Life Insurance

u Permanent 'Plus”: For lhose ready to move

lolifelong proteclion plus cash growth.

» Generatlons: Litelong insurance you can purchase

for your chitdren and grandchiidren.

Deferred Annuities

# Fiexlble Pramium: Save for rebrament with liexidle
contribution amounts

u Single Premlum: To create a luture income
stream with a lump-sum paymenl now

Immediate Annuities

a Single Pramium: To start paying yourself
now and lor the rest of your life




2010 Assefs

~ Accrued Investment lncome 1.1%
Cash & Cash Equivalents: 1.7% f Property & Equipment, Net of

Loans to Membess: 6.0% ' l [ Accumulated Depreciation: 0.2%
Other Invested Assets: 0.8%

E— Y

Common Stock: 4.5% ...

Fixed Malurity: 85.7%

Fixed Income Portfolio
Security Glasses Ratings

State & Municipal —————

U'§. Governmeni
Bonds. §.4% S M

Bonds- 9.4%

Government
Corporate Bonds:\  Sponsored
' 54.8% Enterprises; -
20.4%

Other Rated 1.6%




. ENAVY MUTUAL AID ASSOCIATION’S IFS RATING AT A+
NMAA' iFS rating reflecis the association’s very strong capital levels, high quality, iquid, -
investment portiolio, and favorable business profjle with a strong niche posilion.as a low

cost provider of insurance protectionproducls 1o ths United States sea services and thelr .

families. Fitch views as additional sirengths NMAA's conservativé resenving, excellenf .

persistency, and consistently fow expense ratios. Fiich belleves thal NMAAs . ™
“war risk is prudenlly managed and thatl monalily expsrience iswithin -~ -+ =
- expectalions despilethe cuirent conflicts In the Middie East.” '
~— Fiteh Ratings, Chicado, 27 Seplember 2010 '

"Navy Mutual Aid insurance™
policy is the only one | have -
kept as | have gotten o
older and my needs
and finances
have changed.” *
--Jfohn W. (Wes) hitchell, USN -




Statements of Admitted Assets, Liabilities and Net Assets -
Statutory Basis

Pecember 31,

2010 2009

ADMITTED ASSETS
Fixed-malurily securities $2116,015,696 $1.955,126,184
Equily securittes 115,586,810 97,286,876
Mortgage-backed securities 46.469.816 45,735,566
Morigage loans i5,417.703 15.087 373
Other invesled assels 4.686,261 6.681.381
Securilies lending reinvesied collalerat assels 44,158,198 -
Meamber loans 153.389,800 148.036,439
Career Assislance Program loans. nel 250.393 635343
Cash and shorl-term investments 43,502,907 69,567,080
Totat cash and invesled asssls 2.539.,477,584 2.338,156.351
Investment income due and accrued 28 500.241 38.202,386
Home office building. net 3.792.061 3,901,672
EDP equipment, net 89,546 153,592
Total edmitted assels $2,571,859,432 $ 2,380,414,001
LIABILITIES AND NET ASSETS
Liabililies
Agoregale reserve for life contracts:

Life insurance _ $2,002.024.617 $1.886,206.799

War risk and other advarse devialions 76.197.616 76,197,616
Tolal aggregate reserve for life conlracis 2.078.222,233 1,962.404.415
Death benefits payabls 19.603,120 19,263.161
Liabllity for deposit-type conlracls 194,726.843 183.004.499
Employee benefit liabilities 6.468,853 5,770.873
Assel valualion reserve 25.810.001 25,076,482
Interest maintenance reserve 7.138.280 5939452
Payable for securities 409.705 -
Payable for securities lending 44,673,497 1,461,390
Other liabifities and daferred income 3,481,487 2,855.844
Total liabilities 2.380.534,008 2.205.776,116
Net assets . 191,325.424 174,637,885
Total llabllities and net assets $ 2,571,859,432 $ 2,380,414,001

T




Statements of Operations and Changes in Net Assets -

Statutory Basis

INCOME

Premiums earned, net

Annuily considerations

Survivor ncome deposls

Net investment incoma

Amortization of interest mamtenance reserve
Total Income

BENEFITS AND EXPENSES

Dealh benetits. excluding war claims.

Death benelis from war claims

Total dealh benelits

Surrender benelits

Annully benefils

Survivor incoms

Change 1n aggregate reserve for life contacls
Change in reserves for war risk and other adverse deviations
Interest on deposit-type contracts

General operating expenses

Total benefits and expenses

. Increase from operations before excess interest credits and term refunds
Excess interest credited to ile benefil reserves

Term refunds

increase rom operations belore realized losses

Net realized gains (losses)

Increase in nel assels from operations

Net assets, beginning of penod

Change in accounting estimale - reserve vaiuation bas:s

_ 'Change In unrealized apprecation {depreciation) of equity securities.
" and other invested assets .

Change in assel valualion reserve

Change in additional minimum liabilty for pension and postretirement benefits

Change in non-admitted assets
Net assets, and of perlod

es, §uc

S §ﬂ%f:(§

Years Ended December 31,

2010 2009

$ 53.144,782 $ 50,086,521
33.318.139 37.614.139
1.009.043 1,466,078
150,901,465 145,698,979
905,554 795,244

$ 239,278,983 $ 235,660,961
63,762,773 63 383,250
1,600.000 450,000
65362.773 63.833.250
16.721,419 16,537,360
7.732.288 7,320,808
1.228,724 1,170,071
85,191,159 72.344 552
10,166,740 '9,363.418
12,713,774 11,141,730
$ 199,116,874 $ 181,701,189
$ 40,162,109 $53.959.772
{30.626,659) (32.416,103)
{1.659,769) (1.741.159)
7.875.681 19,802.510
(5,015,487) {10,110.483)
2,860,194 9,692,027
174,637,885 139 851.302

. 6.800,511
14,718,511 23,170.333
{733,519) {4.028,479)
{478,452) (1,132,230)
320,805 284,421
$ 191,325,424 $ 174,637,885




me many sleepless nights worrying about my

SR "My only regret is that I d:d
- notcall Navy Mutual flrst

You were so helpful it -

“could have avoided my’

" making.calls you would

have made for me.”

-—-JUII& Evens, Benefrc:ary

K want:}to thank Navy Mutuaf
- Aid Assomation for their

‘Knowing about’ the'mllltary beneflts avallable tor me :
lmm__edlately after my husband’s death would have -

fin nclal future ‘Once | contacted Navy Mutdal, [ had*
‘answers within minutes.”’
: ﬁjenmfer Zellem, Beneﬁcrary




Our mission, first and foremost,
1s to be of service to our Members.

We are committed to providing the best in personal customer service to our
members and to their families.

Qui Customer Service Represenlalives are avatlable 1o provide excephonal service lhat takes care
of your guestions, concerns, and neads professionally. completely, and correctly

u At Navy Mutual, we know |he value of a positive Cuslomer exparience. Here you gel i touch with
a person who can help you immediately, without the conlusing menus, ping and passwords

" We utilize award winning cusiomer relationship management software to help us remain responsive
to your individual situation and nesds.

a The Association currenty maintaing a 94% customer approval rating and a 97% member retention rate.

a We deploy customer feedback surveys to ensura Ihat we are aware of and understand your needs.

The LOMA Organization, a leader in life insurance industry analysis,
surveyed our membership in 2010; the praise for Navy Mutual was substantial:

i
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_ _-“Your‘ca!fs and Ietter of conce n meant a great
- deal to me as | felt | was floundering In -
“ the sudden death of my husband.
lt |s now 4 months and I'm still'in shock -
but knowing that | can call on you
if need be, Is very reassuring.”
~Helen Jubinski, Beneficiary

: “Navy Mutual is the best lnsurance decision | ever
made. | wish you had a savings plan available
that earned'the % my Navy Mutual Insurance
‘has’ been,ear nrng ~COR Thomas Dade. USN (Relired)




ennls J. Moyn!han USNA
“MCPON H}ckWesl, USN :

Neiig

Brickwadde, Vice Piesiden), HR & Administration -
hy Eddy, FSA, MAAA, Vice Plesldenl Risk Managemenl
McCray, CFA CLU Vice President, Invesimeals :
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Final Report on Insurznce Sollcitation Practices on Departmént of Defesse Instaliations May 15; 2000
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5.0 MUTUAL AYD ASSOCIATIONS
5 Amyand Air Force Mutual Ald Agsociation

This organization js 5 non-profit, tax-exempt organization formed in January 1879 in the
wake of the Custer massagrs at Littla Big Hom. The primary purpose of the orgenization
i 10 provide sid to families of deceased members, Jt éxpanded in 1984 to include Air
Force personnel, The organization provides to members and their spouses personal
planning, insurance, pre-retirement, financial awareness counseling and
repeesentation when filing death and disability clainis, The State of Vitginia does not
regulate the essociation as an insurancs company, aithough the association has solg
insurance to its members sings jts inception. Currently the assaciation sells a broad range
. of life insurance products 1o its members, Atthe present time all officers and nop-
* commissioned officers of ﬁ:e.A.rmy and the Air Force are eligible for mbmbership, The

military installation, Asspeiation wsoployees and officers provide financial and survivor
benefit training to military personns| and their families throughout the DoD, .

5.2 Navy Mutual Aid Association

This association was formed inJuly 1879 a5 g non-profit tax-exempt voluntary
thembership organimﬁop of sea service personnel and thejr families, The assopiation i

Henderson Hal], Virginia. Sales oceur through the mail or by some electronic means of

provided or products offered, The association also provides education on tilitary and
naval instaliations, Primarily in the area of Government survivor benefits,

53 Analysis

~ These two associations are truly unique, They were established in the 19" century wheq
Congress declined to provide survivor benefits from public funds. They have their own
special provision of the federal tax code. For many years their day-to-day leadership and
macsgement wete conductad by active duty Amy and Navy personne] from Government
offices, Today retired officers serve as presidents and chief operating officers of both "
organizations, Both organizations are located op DoD instalfations in Arlington, Virgina,
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