The Widener Building * 6th Floor
One South Penn Square
Philadelphia, PA 19107-3577
(302) 654-1435 (215) 568-2371
FAX (215) 564-4328

www. derb.com

Delaware Compensation Rating Bureau, Inc. DGRB

July 1, 2005

BUREAU CIRCULAR NO. A-26

To All Members of the Bureau:

Attached for your information is a copy of the 2004 audited financial statements of the
Bureau. For comparison purposes these statements include both 2004 and 2003
financial information.

Also attached is information pertaining to the adjustment of assessment for the year
2004. This adjustment produces a net refund of $94,106 to all members combined and
is derived from the Bureau’s financial results for the year 2004 only. Derivation of this
refund is shown on the exhibits titled “Income and Expenses 2004.” Member carrier
detail of this adjustment of assessment is also attached.

Questions concerning this information should be addressed to Jack Panczner, Director
of Finance, at (215) 320-4414. Feel free to reproduce these statements as necessary
or contact the Bureau for additional copies. This circular is also available on the
Bureau’s website, www.dcrb.com, in the Organization section under “Financial
Statements and Assessments.”

Timothy L. Wisecarver
President
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INDEPENDENT AUDITOR’S REPORT

To the Governing Board
Delaware Compensation Rating Bureau, Inc.
Philadelphia, Pennsylvania

We have audited the accompanying statements of financial position of the Delaware
Compensation Rating Bureau, Inc. (DCRB) (a nonprofit corporation) as of December 31, 2004
and 2003, and the related statements of activities and cash flows for the years then ended.
These financial statements are the responsibility of DCRB’s management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

As explained in Note 1 to the financial statements, DCRB’s policy is to charge the
purchases of furniture, equipment and other capital items to operations in the year of the
expenditure. This is done consistently by DCRB in order to ensure that costs are recovered
through assessments of members at the time the expenditures are made. Accounting principles
generally accepted in the United States of America require that furniture and equipment be
capitalized as an asset on the statement of financial position. The effect of this departure is not
reasonably determinable.

In our opinion, except for the effects of not capitalizing property and equipment as
discussed in the preceding paragraph, the financial statements referred to in the first paragraph
present fairly, in all material aspects, the financial position of DCRB at December 31, 2004 and
2003, and the changes in its net assets and in its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.

//Lw@nu [Sarnif

Paoli, Pennsylvania
June 14, 2005

1800 Fast Lancaster Avenue Paoli, PA 19301  610-647-4000 610-647-7154 (fax) : email: advice@prestonbarrett.com



Delaware Compensation Rating Bureau, Inc.
STATEMENTS OF FINANCIAL POSITION

December 31, 2004 and 2003

2004 2003
ASSETS

Cash $ 136,687 $ 307,247
Accounts receivable 29,935 86,065
Due from PCRB -0- 2.366
TOTAL ASSETS 3 166,622 $ 395,678

LIABILITIES
Accounts payable $ 56,009 $ 48,400
Accrued expenses 151 140
Assessments due to members 94,106 347,138
Due to PCRB 16,356 -0-
TOTAL LIABILITIES 166,622 395,678
TOTAL NET ASSETS -0- -0-
TOTAL LIABILITIES AND NET ASSETS $ 166.622 $ 395 678

See accompanying notes to financial statements.



Delaware Compensation Rating Bureau, Inc.

STATEMENTS OF ACTIVITIES

Years Ended December 31, 2004 and 2003

UNRESTRICTED NET ASSETS

REVENUES

Assessments

Paper policy fines
Membership fees

Financial data incentive fines
Assessments - fines

Printing and special services

Interest

EXPENDITURES

TOTAL REVENUES

Delaware Insurance Department filing
Delaware Insurance Department audit
Delaware Insurance Plan expense

Legal
Consultant

Group insurance

Insurance
Telephone
Other
Travel

Allocation of expenditures from PCRB

TOTAL EXPENDITURES

Increase (decrease) in net assets

See accompanying notes to financial statements.

2004 2003
373,298 226,048
179,975 336,110

74,750 74,250
58,646 26,948
44,664 52,995
17,612 16,716
1.948 770
750,893 733,837
26,906 -0-
12,000 12,000
4,960 4,960
3,591 3,490
3,422 3,750
3,402 3,402
1,600 1,600
1,310 967
996 634
350 3.400
58,537 34,203
692,356 699,634
750,893 733.837
-0- -0-




Delaware Compensation Rating Bureau, Inc.
STATEMENTS OF CASH FLOWS

Years Ended December 31, 2004 and 2003

2004 2003
CASH FLOWS FROM OPERATING
ACTIVITIES
Increase in net assets $ -0- § -0-
Adjustments to reconcile increase in net
assets to net cash provided by operating
activities:
(Increase) decrease in operating assets
Accounts receivable (248,217) (5,926)
Due from PCRB 2,366 (2,366)
Increase (decrease) in operating liabilities
Accounts payable 7,610 (64)
Accrued expenses 10 8
Due to PCRB 16,356 (567,111)
Assessments refundable to members, net 51.315 325,143
NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES (170,560) 259,684
Beginning cash 307,247 47.563
Ending cash $ 136,687 $ 307,247

See accompanying notes to financial statements.



Delaware Compensation Rating Bureau, Inc.
NOTES TO FINANCIAL STATEMENTS

December 31, 2004 and 2003

1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

The Delaware Compensation Rating Bureau, Inc. (DCRB) (a nonprofit
corporation) provides services to insurers underwriting workers compensation coverage
within Delaware. DCRB also provides services and information to a broad variety of
non-member constituencies including the Delaware Department of Insurance, the
Delaware Industrial Accident Board, employers, insurance agents and brokers.

Property and Equipment

Purchases of furniture, equipment and other capital expenditures are charged to
operations in the year of purchase, rather than being depreciated over the periods
benefitted. This policy has been consistently followed by DCRB in order that the cost of
acquiring these items may be recovered through assessments of members at the time
the expenditures are made. Generally accepted accounting principles require that such
assets be capitalized on the balance sheet. The balance of undepreciated assets that
has not been capitalized is not reasonably determinable.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.

Assessments

Quarterly provisional assessments of member companies for budgeted expenses
of DCRB are the primary source of revenue. The assessments are levied pro rata upon
companies according to their respective proportions of the total Delaware workers
compensation premium written in prior years. Assessments made each year are
adjusted in the following year according to actual DCRB expenses and insurer premium
writings during the assessment year.



Delaware Compensation Rating Bureau, Inc.
NOTES TO FINANCIAL STATEMENTS (Continued)

December 31, 2004 and 2003

1. NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

Financial Statement Presentation

DCRB has adopted Statement of Financial Accounting Standards (SFAS)
No. 117, “Financial Statements of Not-for-Profit Organizations”. Under SFAS No. 117,
DCRB is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted
net assets, and permanently restricted net assets. As permitted by the statement,
DCRB does not use fund accounting.

Income Taxes

DCRB is a not-for-profit organization that is exempt from income taxes under
Section 501(c)(6) of the Internal Revenue Code and classified by the Internal Revenue
Service as other than a private foundation.

Printing Revenue

DCRB elects to present printing revenue net of expenses. Total revenues from
this source are unpredictable, therefore, DCRB is unable to budget for the costs
associated in its production.

2. RELATED PARTY SERVICES

The Pennsylvania Compensation Rating Bureau (PCRB) provides services
which enable DCRB to carry out its principal functions. PCRB assesses DCRB for its
share of the cost of services provided to members based on the proportion of DCRB’s
members’ premium writings to the total of PCRB and DCRB’s members’ premium
writings for the year. During the years ended December 31, 2004 and 2003, DCRB
paid $676,000 and $702,000, respectively, to PCRB relating to such services. As of
December 31, 2004 and 2003 the allocated expenses for such services are $692,356
and $699,634, respectively. Accordingly, $16,356 is payable to PCRB by DCRB on
December 31, 2004 and $2,366 is payable to DCRB by PCRB on December 31, 2003.



Delaware Compensation Rating Bureau, Inc.
NOTES TO FINANCIAL STATEMENTS (Continued)

December 31, 2004 and 2003

3. BENEFIT PLANS

DCRB participates with PCRB in a qualified defined benefit retirement plan
covering all employees who are at least 21 years of age and have at least one year of
service. PCRB’s policy is to fund vested pension costs as they are accrued. The
following information relates to the retirement plan taken as a whole.

Net periodic pension cost is $700,910 and $699,488, respectively, for the years
ended December 31, 2004 and 2003 and is determined under the projected unit credit
actuarial method. Pension benefits are primarily based upon the earnings of the
participant over the previous five-year period and participants are fully vested after
five years. Employer contributions were made in the amounts of $361,000 and
$673,684, respectively, for the years ended December 31, 2004 and 2003. Benefits
paid were in the amounts of $348,066 and $333,922, respectively, for the years ended
December 31, 2004 and 2003.

Net periodic pension cost includes the following components:

2004 2003
Service cost of the current period $ 417,808 $ 340,938
Interest cost on projected benefit obligation 740,729 676,629
Actual return on plan assets (754,079) (615,238)
Net amortization and deferral 296,452 297,159
NET PERIODIC PENSION COST $ 700910 $ 699,488
Assumptions used in the accounting are:
Discount rate 6.00% 6.25%
Rate of increase in compensation level 5.00% 5.00%

Expected long-term rate of return on assets 8.25% 8.50%



Delaware Compensation Rating Bureau, Inc.
NOTES TO FINANCIAL STATEMENTS (Continued)

December 31, 2004 and 2003

3. BENEFIT PLANS (Continued)

The following table sets forth the plan’s funded status at December 31, 2004
and 2003:

2004 2003
Actuarial present value of benefit obligations:
Accumulated benefit obligation, projected to
year-end $ 9,353559 $ 8,321.789
Projected benefit obligation $ 13,401,619 $ 11,815,988
Plan assets at fair value:
Equity funds 6,157,836 5,964,766
Group annuity contracts 3.635.333 3,025,650
Total fair market value 9,793,169 8,990,416
Funded status (3,608,450) (2,825,572)
Unrecognized prior service cost 17,297 19,330
Unrecognized loss 4,815,465 4,307,100
Unrecognized net asset 126,724 190.088
PREPAID PENSION COST $ 1,351,036 $ 1,690,946

The benefits expected to be paid in each of the next five years are:

2005 $357,235
2006 $356,521
2007 $362,875
2008 $361,616
2009 $377,910

The aggregate benefits for the following five years is $2,762,937.

The expected contribution to the pension plan for 2005 is $362,000.



Delaware Compensation Rating Bureau, Inc.
NOTES TO FINANCIAL STATEMENTS (Continued)

December 31, 2004 and 2003

3. BENEFIT PLANS (Continued)

DCRB also participates with PCRB in a contributory defined contribution 401(k)
benefit plan for eligible employees. Eligible employees have reached the age of 21
years and the completion of one year of service. Participating employee contributions
are limited to a minimum of 1% and a maximum of 15% of annual compensation.
PCRB provides matching contributions equal to 75% of the employee contributions, up
to the first 5% of the employee’s compensation. Thus, the maximum PCRB matching
contribution is 3.75% of an employee’s annual compensation. The matching cost for
2004 and 2003 is $146,987 and $135,394, respectively.

4. ASSESSMENTS REFUNDABLE TO MEMBERS

Under the terms of the By-laws, the balance of net revenues assessed or
expenditures paid by DCRB (after deducting membership fees, increases in unrestricted
net assets, and all other income) is refundable to, or due from, members according to
their respective proportion of applicable total net written insurance premiums for the
calendar year during which revenues have been earned and expenditures have been
paid. The amount reflected as assessments refundable to members in the
accompanying balance sheet reflects the adjustment of assessments based upon actual
net premiums written and expenditures paid.



DELAWARE COMPENSATION RATING BUREAU
INCOME AND EXPENSES 2004

INCOME
Membership Fees $ 74,750
Tentative Assessments 467,404
Other 302,845
$ 844,999
EXPENSES
Direct Expenses $ 58,537
DCRB Share of PCRB Expenses 692,356 $ (750,893)
Refundable Surplus - the difference between columns (5) and (6) $ 94,106
of the attached member detail.
APPORTIONMENT OF EXPENSES
DCRB Allocated Expenses $ 750,893
Less:
Membership Fees $ 74,750
Other Income $ 302,845 $ (377,595)
2004 Adjusted Assessment $ 373,298
2004 Adjusted Assessment $ 373,298 = 0.001983157587 Adjusted Assessment
Delaware Premiums $ 188,233,957 per dollar of premium

[DECALC2004.XLS]
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