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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q
(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended: June 30, 2016
or

" TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission File Number: 001-33067

SELECTIVE INSURANCE GROUP, INC.
(Exact Name of Registrant as Specified in Its Charter)

New Jersey 22-2168890

(State or Other Jurisdiction of Incorporation or Organization) (L.R.S. Employer Identification No.)
40 Wantage Avenue

Branchville, New Jersey 07890

(Address of Principal Executive Offices) (Zip Code)

(973) 948-3000
(Registrant’s Telephone Number, Including Area Code)

(Former Name, Former Address and Former Fiscal Year, if Changed Since Last Report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yesx No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
Yesx No o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer o

Non-accelerated filer o~ Smaller reporting company o

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yeso Nox
As of July 15, 2016, there were 57,812,467 shares of common stock, par value $2.00 per share, outstanding.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS.

SELECTIVE INSURANCE GROUP, INC.
CONSOLIDATED BALANCE SHEETS
($ in thousands, except share amounts)

ASSETS
Investments:

Fixed income securities, held-to-maturity — at carrying value (fair value: $167,061

$209,544 — 2015)

Fixed income securities, available-for-sale — at fair value (amortized cost: $4,506,580 —

2016; $4,352,514 — 2015)

Unaudited

June 30,
2016

’$160,297

4,671,786

Equity securities, available-for-sale — at fair value (cost: $126,881 —2016; $193,816 —201552,938

Short-term investments (at cost which approximates fair value)
Other investments

Total investments (Note 4)

Cash

Interest and dividends due or accrued

Premiums receivable, net of allowance for uncollectible accounts of: $4,624 — 2016;

$4,422 - 2015

Reinsurance recoverables, net of allowance for uncollectible accounts of: $6,100 — 2016;

$5,700 — 2015
Prepaid reinsurance premiums
Deferred federal income tax

Property and equipment — at cost, net of accumulated depreciation and amortization of:

$193,997 — 2016; $188,548 — 2015
Deferred policy acquisition costs
Goodwill

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:

Reserve for loss and loss expenses

Unearned premiums

Short-term debt

Long-term debt

Current federal income tax

Accrued salaries and benefits

Other liabilities

Total liabilities

Stockholders’ Equity:

Preferred stock of $0 par value per share:

Authorized shares 5,000,000; no shares issued or outstanding
Common stock of $2 par value per share:

Authorized shares 360,000,000

Issued: 101,451,214 — 2016; 100,861,372 — 2015

205,451
76,051
5,266,523
1,530
39,941

706,555

592,423

145,520
47,696

68,573

228,554
7,849
84,477
$7,189,641

$3,590,169
1,263,450
60,000
328,433
8,670
118,733
267,449
$5,636,904

$—

202,903

December 31,
2015

201,354

4,408,203

207,051
194,819
77,842
5,089,269
898
38,501

615,164

561,968

140,889
92,696

65,701

213,159
7,849
78,339
6,904,433

3,517,728
1,169,710
60,000
328,192
7,442
167,336
255,984
5,506,392

201,723
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Additional paid-in capital 340,109 326,656
Retained earnings 1,509,242 1,446,192
Accumulated other comprehensive income (loss) (Note 10) 72,007 (9,425 )

Treasury stock — at cost

(shares: 43,638,649 — 2016; 43,500,642 — 2015) (571,524 ) (567,105 )

Total stockholders’ equity $1,552,737 1,398,041
Commitments and contingencies
Total liabilities and stockholders’ equity $7,189,641 6,904,433

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

1
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SELECTIVE INSURANCE GROUP, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF INCOME
($ in thousands, except per share amounts)

Revenues:

Net premiums earned

Net investment income earned
Net realized gains (losses):
Net realized investment gains

Other-than-temporary impairments
Other-than-temporary impairments on fixed income securities
recognized in other comprehensive income

Total net realized gains (losses)
Other income
Total revenues

Expenses:

Loss and loss expense incurred
Policy acquisition costs
Interest expense

Other expenses

Total expenses

Income before federal income tax
Federal income tax expense:
Current

Deferred

Total federal income tax expense

Net income

Earnings per share:
Basic net income

Diluted net income

Dividends to stockholders

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

Quarter ended June

30,
2016

2015

$531,932 490,309

31,182
2,314
(559
10

1,765
3,868
568,747

298,479
190,731
5,620
11,606
506,436
62,311
18,318
392
18,710

$43,601

$0.75
$0.74

$0.15

32,230

1,031

Six Months ended June

30,
2016

2015

1,054,390 966,432

61,951

3,203

) (4,451 ) (4,152

10

(3,420 ) (939

2,854
521,973

291,561
169,770
5,612
8,265
475,208
46,765
7,733
5,264
12,997

33,768

0.59
0.58

0.14

4,819
1,120,221

595,623
373,958
11,226
25,228
1,006,035
114,186
32,402
1,151
33,553

80,633

1.40
1.38

0.30

59,147

22,008
) (6,545 )

) 15,463
4,823
1,045,865

576,560
334,493
11,216
20,541
942,810
103,055
19,987
9,592
29,579

73,476

1.29
1.27

0.28
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SELECTIVE INSURANCE GROUP, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE

INCOME
($ in thousands)
Net income

Other comprehensive income (loss), net of tax:

Unrealized gains on investment securities:

Unrealized holding gains (losses) arising during period

Non-credit portion of other-than-temporary impairments recognized in other

comprehensive income
Amounts reclassified into net income:
Held-to-maturity securities

Non-credit other-than-temporary impairments
Realized (gains) losses on available-for-sale securities
Total unrealized gains (losses) on investment securities

Defined benefit pension and post-retirement plans:

Amounts reclassified into net income:
Net actuarial loss

Total defined benefit pension and post-retirement plans

Other comprehensive income (loss)
Comprehensive income (loss)

Quarter ended June Six Months ended
30, June 30,

2016 2015 2016 2015
$43,601 33,768 80,633 73,476

36,188 (39,160) 78917  (23,574)
© ) — © ) —

12 ) (120 ) (59 ) (290 )
— — — 232

(1,145 ) 2,225 609 (10,707)
35,025  (37,055) 79,461  (34,339)

985 1,111 1,971 2,222
985 1,111 1,971 2,222
36,010 (35,944) 81,432 (32,117)
$79,611 (2,176 ) 162,065 41,359

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.




Edgar Filing: SELECTIVE INSURANCE GROUP INC - Form 10-Q

Table of Contents

SELECTIVE INSURANCE GROUP, INC.

UNAUDITED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

($ in thousands)

Common stock:

Beginning of year

Dividend reinvestment plan (shares: 20,808 — 2016; 26,843 — 2015)

Stock purchase and compensation plans (shares: 569,034 —2016; 611,076 — 2015)

End of period

Additional paid-in capital:

Beginning of year

Dividend reinvestment plan

Stock purchase and compensation plans
End of period

Retained earnings:

Beginning of year

Net income

Dividends to stockholders ($0.30 per share — 2016; $0.28 per share — 2015)
End of period

Accumulated other comprehensive income (loss):
Beginning of year

Other comprehensive income (loss)

End of period

Treasury stock:

Beginning of year

Acquisition of treasury stock (shares: 138,007 — 2016; 129,352 — 2015)
End of period

Total stockholders’ equity

Six Months ended June
30,
2016 2015

$201,723 199,896
42 54
1,138 1,222
202,903 201,172

326,656 305,385
696 677
12,757 11,233
340,109 317,295

1,446,192 1,313,440
80,633 73,476

(17,583 ) (16,235 )
1,509,242 1,370,681

(9,425 ) 19,788
81,432 (32,117 )
72,007 (12,329 )

(567,105 ) (562,923 )
4,419 ) (3,583 )
(571,524 ) (566,506 )
$1,552,737 1,310,313

Selective Insurance Group, Inc. also has authorized, but not issued, 5,000,000 shares of preferred stock, without par

value, of which 300,000 shares have been
designated Series A junior preferred stock, without par value.

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.
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SELECTIVE INSURANCE GROUP, INC.

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOW
($ in thousands)

Operating Activities

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Stock-based compensation expense

Undistributed losses of equity method investments
Net realized losses (gains)

Changes in assets and liabilities:

Increase in reserve for loss and loss expenses, net of reinsurance recoverables

Increase in unearned premiums, net of prepaid reinsurance
Decrease in net federal income taxes

Increase in premiums receivable

Increase in deferred policy acquisition costs

(Increase) decrease in interest and dividends due or accrued
Decrease in accrued salaries and benefits

Increase in other assets

(Decrease) increase in other liabilities

Net adjustments

Net cash provided by operating activities

Investing Activities

Purchase of fixed income securities, available-for-sale

Purchase of fixed income securities, held-to-maturity

Purchase of equity securities, available-for-sale

Purchase of other investments

Purchase of short-term investments

Sale of fixed income securities, available-for-sale

Sale of short-term investments

Redemption and maturities of fixed income securities, held-to-maturity
Redemption and maturities of fixed income securities, available-for-sale
Sale of equity securities, available-for-sale

Distributions from other investments

Purchase of property and equipment

Net cash used in investing activities

Financing Activities

Dividends to stockholders

Acquisition of treasury stock

Net proceeds from stock purchase and compensation plans
Proceeds from borrowings

Repayments of borrowings

Excess tax benefits from share-based payment arrangements
Repayments of capital lease obligations

Net cash used in financing activities

Six Months ended
June 30,
2016 2015

$80,633 73,476

30,155 29,085
7,203 6,049
1,677 2,117

939 (15,463 )

41,986 66,609
89,109 83,789
2,380 19,232
(91,391 ) (88,813 )
(15,395) (17,616 )
(1,030 ) 395
(48,603 ) (18,171 )
(3,877 ) (743 )
(34,659 ) 25,651
(21,506 ) 92,121
59,127 165,597

(411,538) (463,758)
4,235 ) —
(16,796 ) (177,386)
(17,734 ) (2,947 )
(691,496) (732,278)
22,114 22,323
680,865 695,901
44,615 68,704
264,244 254,995
83,793 135,548
13,380 17,840
(8,187 ) (7,591 )
(40,975 ) (188,649)

(16,569 ) (15,211 )
4,419 ) (3,583 )

4,368 4,037
55,000 15,000
(55,000 ) —
1,761 1,549

(2,661 ) (2,331 )
(17,520 ) (539 )

10
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Net increase (decrease) in cash 632 (23,591 )
Cash, beginning of year 898 23,959
Cash, end of period $1,530 368

The accompanying notes are an integral part of these unaudited interim consolidated financial statements.

5
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NOTES TO UNAUDITED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. Basis of Presentation

As used herein, the "Company,” “we,” “us,” or “our” refers to Selective Insurance Group, Inc. (the "Parent"), and its
subsidiaries, except as expressly indicated or unless the context otherwise requires. Our interim unaudited
consolidated financial statements (‘“Financial Statements”) have been prepared by us in conformity with U.S. generally
accepted accounting principles (“GAAP”) and the rules and regulations of the U.S. Securities and Exchange
Commission (“SEC”) regarding interim financial reporting. The preparation of the Financial Statements in conformity
with GAAP requires us to make estimates and assumptions that affect the reported financial statement balances, as
well as the disclosure of contingent assets and liabilities. Actual results could differ from those estimates. All
significant intercompany accounts and transactions between the Parent and its subsidiaries are eliminated in
consolidation.

Certain amounts in our prior years' Financial Statements and related notes have been reclassified to conform to the
2016 presentation. Such reclassifications had no effect on our net income, stockholders' equity, or cash flows.

Our Financial Statements reflect all adjustments that, in our opinion, are normal, recurring, and necessary for a fair
presentation of our results of operations and financial condition. Our Financial Statements cover the second quarters
ended June 30, 2016 (“Second Quarter 2016”) and June 30, 2015 (“Second Quarter 2015”) and the six-month periods
ended June 30, 2016 ("Six Months 2016") and June 30, 2015 ("Six Months 2015"). The Financial Statements do not
include all of the information and disclosures required by GAAP and the SEC for audited annual financial statements.
Results of operations for any interim period are not necessarily indicative of results for a full year. Consequently, our
Financial Statements should be read in conjunction with the consolidated financial statements contained in our Annual
Report on Form 10-K for the year ended December 31, 2015 (2015 Annual Report”) filed with the SEC.

NOTE 2. Accounting Pronouncements

In June 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2014-12, Accounting for Share-Based Payments When the Terms of an Award Provide That a Performance Target
Could Be Achieved after the Requisite Service Period (“ASU 2014-12”). ASU 2014-12 requires that performance
targets that affect vesting and could be achieved after the requisite service period be treated as performance
conditions. The adoption of ASU 2014-12 in the first quarter of 2016 did not affect us, as we record expense
consistent with the requirements of this accounting update.

In February 2015, the FASB issued ASU 2015-02, Amendments to the Consolidation Analysis (“ASU 2015-02”). ASU
2015-02 affects the following areas: (i) limited partnerships and similar legal entities; (ii) the evaluation of fees paid to
a decision maker or a service provider as a variable interest; (iii) the effect of fee arrangements on the primary
beneficiary determination; (iv) the effect of related parties on the primary beneficiary determination; and (v) certain
investment funds. We adopted this guidance in the first quarter of 2016. Under the new guidance, our limited
partnership and tax credit investments are variable interest entities ("VIEs"); however, we are not the primary
beneficiary of any of these investments. As such, the adoption had no impact on our financial condition or results of
operations. The required disclosures related to our VIEs are included in Note 4. “Investments” below.

In April 2015, the FASB issued ASU 2015-05, Customer's Accounting for Fees Paid in a Cloud Computing
Arrangement (“ASU 2015-05"). ASU 2015-05 provides guidance to customers with cloud computing arrangements that
include a software license. If a cloud computing arrangement includes a software license, the customer's accounting

for the software license element of the arrangement is consistent with the acquisition of other software licenses. If a
cloud computing arrangement does not include a software license, the customer accounts for the arrangement as a
service contract. We adopted this guidance in the first quarter of 2016, with prospective application. The impact of

this adoption did not have a material effect on our financial condition or results of operations.

12
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In May 2015, the FASB issued ASU 2015-07, Disclosures for Investments in Certain Entities That Calculate Net
Asset Value per Share (or Its Equivalent) (“ASU 2015-07"). ASU 2015-07 provides that investments for which the
practical expedient is used to measure fair value at net asset value per share ("NAV") must be removed from the fair
value hierarchy. Instead, those investments must be included as a reconciling line item so that the total fair value
amount of investments in the disclosure is consistent with the amount on the balance sheet. ASU 2015-07 also
includes disclosure requirements for investments for which the NAV practical expedient was used to determine fair
value. The adoption of this guidance in the first quarter of 2016 did not impact our financial condition or results of
operations.

13
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Pronouncements to be effective in the future

In August 2014, the FASB issued ASU 2014-15, Disclosure of Uncertainties about an Entity’s Ability to Continue as a
Going Concern (“ASU 2014-15"). ASU 2014-15 is intended to define management’s responsibility to evaluate whether
there is substantial doubt about an entity’s ability to continue as a going concern and provide related footnote
disclosures. ASU 2014-15 is effective for annual periods ending after December 15, 2016, and interim periods within
annual periods beginning after December 15, 2016. Early application is permitted. As the requirements of this
literature are disclosure only, ASU 2014-15 will not impact our financial condition or results of operations.

In May 2015, the FASB issued ASU 2015-09, Disclosures about Short-Duration Contracts (“ASU 2015-09”). ASU
2015-09 requires companies that issue short duration contracts to disclose additional information, including: (i)
incurred and paid claims development tables; (ii) frequency and severity of claims; and (iii) information about
material changes in judgments made in calculating the liability for unpaid claim adjustment expenses, including
reasons for the change and the effects on the financial statements. ASU 2015-09 is effective for annual periods
beginning after December 15, 2015, and interim periods within annual periods beginning after December 15, 2016.
ASU 2015-09 is to be applied retrospectively by providing comparative disclosures for each period presented, except
for those requirements that apply only to the current period. As the requirements of this literature are disclosure only,
the application of this guidance will not impact our financial condition or results of operations.

In January 2016, the FASB issued ASU 2016-01 Financial Instruments - Overall (Sub-topic 8§25-10): Recognition and
Measurement of Financial Assets and Financial Liabilities (“ASU 2016-01""). ASU 2016-01 provides guidance to
improve certain aspects of recognition, measurement, presentation, and disclosure of financial instruments.
Specifically the guidance: (i) requires equity investments to be measured at fair value with changes in fair value
recognized in earnings; (ii) simplifies the impairment assessment of equity investments without readily determinable
fair values by requiring a qualitative assessment to identify impairment; (iii) eliminates the requirement to disclose the
methods and significant assumptions used to estimate the fair value that is required to be disclosed for financial
instruments measured at amortized cost; (iv) requires the use of the exit price notion when measuring the fair value of
financial instruments for disclosure purposes; and (v) clarifies that the need for a valuation allowance on a deferred tax
asset related to an available-for-sale ("AFS") security should be evaluated with other deferred tax assets.

ASU 2016-01 is effective for annual periods beginning after December 15, 2017, including interim periods within
those annual periods. Early application to financial statements of annual or interim periods that have not yet been
issued are permitted as of the beginning of the year of adoption, otherwise early adoption of ASU 2016-01 is not
permitted. We are currently evaluating the impact of this guidance on our financial condition and results of operations.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) (“ASU 2016-02”). ASU 2016-02 requires all
lessees to recognize a lease liability and a right-of-use asset, measured at the present value of the future minimum
lease payments, at the lease commencement date. ASU 2016-02 is effective for fiscal years beginning after December
15, 2018, including interim reporting periods within that fiscal year, with early adoption permitted. ASU 2016-02
requires the application of a modified retrospective approach for leases existing at, or entered into after, the beginning
of the earliest comparative period presented in the financial statements. While we are currently evaluating ASU
2016-02, we do not expect a material impact on our financial condition or results of operations from the adoption of
this guidance.

In March 2016, the FASB issued ASU 2016-09, Compensation - Stock Compensation (Topic 718): Improvements to
Employee Share-based Payment Accounting (“ASU 2016-09”). ASU 2016-09 simplifies several aspects of the
accounting for share-based payment transactions including: (i) income tax consequences; (ii) classification of awards
as either equity or liabilities; (iii) forfeitures assumptions; and (iv) cash flow classification. ASU 2016-09 is effective
for annual periods beginning after December 15, 2016, and interim periods within those annual periods. Early
adoption is permitted. While we are currently evaluating ASU 2016-09, we do not expect a material impact on our

14
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financial condition or results of operations.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (“ASU 2016-13"). ASU 2016-13
will change the way entities recognize impairment of financial assets by requiring immediate recognition of estimated
credit losses expected to occur over the remaining life of many financial assets, including, among others,
held-to-maturity debt securities, trade receivables, and reinsurance receivables. ASU 2016-13 requires a valuation
allowance to be calculated on these financial assets and that they be presented on the financial statements net of the
valuation allowance. The valuation allowance is a measurement of expected losses that is based on relevant
information about past events, including historical experience, current conditions, and reasonable and supportable
forecasts that affect the collectability of the reported amount. This methodology is referred to as the current expected
credit loss model. ASU 2016-13 is effective for fiscal years beginning after December 15, 2019, including interim
periods within those annual periods. Early adoption is permitted, but no earlier than fiscal years

7
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beginning after December 15, 2018. We are currently evaluating the impact of this guidance on our financial condition

and results of operations.

NOTE 3. Statements of Cash Flow
Supplemental cash flow information is as follows:
Six Months
ended June 30,
($ in thousands) 2016 2015
Cash paid during the period for:

Interest

Federal income tax 29,000 8,500
Non-cash items:

Exchange of fixed income securities, AFS 17,702 17,120
Corporate actions related to equity securities, AFS! 3,032 884
Assets acquired under capital lease arrangements 2,999 3,478
Non-cash purchase of property and equipment 577 —

$10,986 10,947

IExamples of such corporate actions include non-cash acquisitions and stock splits.

Included in "Other assets" on the Consolidated Balance Sheet was $8.9 million at June 30, 2016 and $5.2 million at
June 30, 2015 of cash received from the National Flood Insurance Program ("NFIP"), which is restricted to pay flood

claims under the Write Your Own ("WYQ") program.

NOTE 4. Investments

(a) Information regarding our held-to-maturity ("HTM") fixed income securities as of June 30, 2016 and

December 31, 2015 was as follows:
June 30, 2016
Net

($ in thousands)

Cost Gains
(Losses)

Obligations of states and political subdivisions $ 131,480 533
Corporate securities 23,995 (175
Asset-backed securities (“ABS”) 126 —
Commercial mortgage-backed securities
(“CMBS™) 4,489 (151
Total HTM fixed income securities $160,090 207
December 31, 2015

Net

($ in thousands)

Cost Gains
(Losses)

Obhgappns of states and political $175.269 848
subdivisions

Corporate securities 20,228 (185 )
ABS 1,030 (120 )
CMBS 4,527 (243 )
Total HTM fixed income securities $201,054 300

Amortized Unrealized Carrying

) 4,338

Amortized Unrealized Carrying

Holding

Value Gains

132,013 4,260

) 23,820 2,286

126 —

218
160,297 6,764

Unrecognized
Value qudmg
Gains
176,117 5,763
20,043 1,972
910 118
4,284 337

201,354 8,190

Unrecognized Unreco gnizedFair

Holding

Losses Value

136,273
26,106
126

4,556
167,061

Unrecognized
Holding
Losses

Fair
Value

181,880

22,015
1,028
4,621
209,544

16



Edgar Filing: SELECTIVE INSURANCE GROUP INC - Form 10-Q

Unrecognized holding gains and losses of HTM securities are not reflected in the Financial Statements, as they
represent fair value fluctuations from the later of: (i) the date a security is designated as HTM; or (ii) the date that an
other-than-temporary impairment (“OTTI”) charge is recognized on an HTM security, through the date of the balance
sheet. Our HTM securities had an average duration of 1.8 years as of June 30, 2016.

17
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(b) Information regarding our AFS securities as of June 30, 2016 and December 31, 2015 was as follows:

June 30, 2016
($ in thousands)

AFS fixed income securities:

U.S. government and government agencies
Foreign government

Obligations of states and political subdivisions
Corporate securities

ABS

CMBS

Residential mortgage-backed

securities (“RMBS”)

Total AFS fixed income securities

AFS equity securities:

Common stock

Preferred stock

Total AFS equity securities

Total AFS securities

December 31, 2015
($ in thousands)

AFS fixed income securities:

U.S. government and government agencies
Foreign government

Obligations of states and political subdivisions
Corporate securities

ABS

CMBS

RMBS

Total AFS fixed income securities

AFS equity securities:

Common stock

Preferred stock

Total AFS equity securities

Total AFS securities

Cost/

Unrealized Unrealized Fair

Amortized Gains
Cost

$91,933 4,237
8,635 424
1,379,548 82,604
1,977,838 62,233
257,182 1,656
249,603 6,484

541,841 10,027
4,506,580 167,665
114,099 26,343
12,782 737

126,881 27,080
$4,633,461 194,745

Cost/

Losses

(1,963
(127
(51

(318
(2,459

(1,023

(1,023
(3,482

Value

96,170
9,059
1,462,152
2,038,108
258,711
256,036

551,550
4,671,786

~— ~ N —

) 139,419
13,519

) 152,938

) 4,824,724

Unrealized Unrealized Fair

Amortized Gains
Cost

$99,485 4,721
14,885 298
1,314,779 44,523
1,892,296 23,407
244,541 531
245,252 750
541,276 4,274
4,352,514 78,504

181,991 14,796
11,825 477

193,816 15,273
$4,546,330 93,777

Losses

91

2

(160
(15,521
(918
(2,410
(3,713
(22,815

(1,998
(40
(2,038
(24,853

Value

) 104,115
) 15,181

) 1,359,142
) 1,900,182
) 244,154
) 243,592
) 541,837
) 4,408,203

) 194,789
) 12,262

) 207,051
) 4,615,254

Unrealized gains and losses of AFS securities represent fair value fluctuations from the later of: (i) the date a security

is designated as AFS; or (ii) the date that an OTTI charge is recognized on an AFS security, through the date of the
balance sheet. These unrealized gains and losses are recorded in Accumulated other comprehensive income (loss)

("AOCI") on the Consolidated Balance Sheets.
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(c) The following tables provide information regarding our AFS securities in a net unrealized/unrecognized loss

position at June 30, 2016 and December 31, 2015:

June 30,2016 Less than 12 months L2 months or

longer

($ in thousands) Fair Unrealized Fair  Unrealized
Value  Losses!  Value Losses!

AFS fixed income securities:

Corporate securities $96,244 (822 ) 33,616 (1,141 )
ABS 46,992 (117 ) 4,665 (10 )
CMBS 6,348 4 ) 10,451 (47 )
RMBS 6,835 (19 ) 50,134 (299 )
Total AFS fixed income securities 156,419 (962 ) 98,866 (1,497 )

AFS equity securities:

Common stock 16,428 (1,023 ) — —

Total AFS equity securities 16,428 (1,023 ) — —

Total AFS $172,847 (1,985 ) 98,866 (1,497 )

December 31, 2015 Less than 12 months 12 months or longer

($ in thousands) Fair Unrealized Fair Unrealized
Value Losses! Value Losses!

AFS fixed income securities:

U.S. government and government agencies $16,006 (87 ) 396 4 )

Foreign government 1,067 2 ) — —

Obligations of states and political subdivisions 28,617 (160 ) — —

Corporate securities 761,479 (12,671 ) 50,382 (2,850 )

ABS 197,477 (807 ) 12,022 (111 )

CMBS 146,944 (2,196 ) 15,385 (214 )

RMBS 264,914 (1,992 ) 63,395 (1,721 )

Total AFS fixed income securities 1,416,504 (17,915 ) 141,580 (4,900 )

AFS equity securities:

Common stock 31,148 (1,998 ) — —

Preferred stock 1,531 (40 ) — —

Total AFS equity securities 32,679 (2,038 ) — —

Total AFS $1,449,183 (19,953 ) 141,580 (4,900 )

I Gross unrealized losses include non-OTTI unrealized amounts and OTTI losses recognized in AOCI. In addition,
this column includes remaining unrealized gain or loss amounts on securities that were transferred to an HTM
designation in the first quarter of 2009 for those securities that are in a net unrealized/unrecognized loss position.

There were no net unrealized/unrecognized losses on our HTM portfolio as of June 30, 2016. The table below
provides our net unrealized/unrecognized loss positions by impairment severity for AFS securities as of June 30, 2016
and for both AFS and HTM securities as of December 31, 2015:

($ in thousands)

June 30, 2016 December 31, 2015

Number Unrealized/ Number Unrealized/
of % of Market/Book Unrecognized of % of Market/Book Unrecognized
Issues Loss Issues Loss

15680% - 99% $ 3,482 60680% - 99% $ 22,971

— 60% - 79% — 3 60% - 79% 1,888

— 40% - 59% — — 40% - 59% —
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— — 0% - 19% —

$ 3,482 $ 24,859
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We do not intend to sell any of the securities in the tables above, nor do we believe we will be required to sell any of
these securities. We have also reviewed these securities under our OTTI policy, as described in Note 2. “Summary of
Significant Accounting Policies” within Item 8. “Financial Statements and Supplementary Data.” of our 2015 Annual
Report, and have concluded that they are temporarily impaired. This conclusion reflects our current judgment as to the
financial position and future prospects of the entity that issued the investment security and underlying collateral. If our
judgment about an individual security changes in the future, we may ultimately record a credit loss after having
originally concluded that one did not exist, which could have a material impact on our net income and financial
position in future periods.

(d) Fixed income securities at June 30, 2016, by contractual maturity, are shown below. Mortgage-backed securities
("MBS") are included in the maturity tables using the estimated average life of each security. Expected maturities may
differ from contractual maturities because issuers may have the right to call or prepay obligations, with or without call
or prepayment penalties.

Listed below are the contractual maturities of HTM fixed income securities at June 30, 2016:
Carrying Fair

Value Value

Due in one year or less $84.415 85,514

Due after one year through five years 65,616 69,914

Due after five years through 10 years 10,266 11,633

Total HTM fixed income securities $160,297 167,061

($ in thousands)

Listed below are the contractual maturities of AFS fixed income securities at June 30, 2016:
($ in thousands) Fair Value

Due in one year or less $482.867

Due after one year through five years 2,425,517

Due after five years through 10 years 1,647,615
Due after 10 years 115,787
Total AFS fixed income securities $4,671,786

(e) We evaluate the alternative investments and the tax credit investments that are included in our other investments
portfolio to determine whether those investments are VIEs and if so, whether consolidation is required. A VIE is an
entity that either has equity investors that lack certain essential characteristics of a controlling financial interest or
lacks sufficient funds to finance its own activities without financial support provided by other entities. We consider
several significant factors in determining if our investments are VIEs and if we are the primary beneficiary including
whether we have: (i) the power to direct activities of the VIE; (ii) the ability to remove the decision maker of the VIE;
(iii) the ability to participate in making decisions that are significant to the VIE; and (iv) the obligation to absorb
losses and the right to receive benefits that could potentially be significant to the VIE. We have determined that the
investments in our other investment portfolio are VIEs, but that we are not the primary beneficiary and therefore,
consolidation is not required.

The following table summarizes our other investment port