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Michael Cohen’s experience includes the New Jersey Department of banking and Insurance as
well as eight years at A. M. Best, with many of them as the Vice President of a rating group. His
current clientele includes the Federal Home Loan Banks.

Cohen prepared a review of the examination and report that had been prepared by Drs. Cole,
McCullough, He, Barth, Klein and Voss. His review as a summary of his education and expertise
follows. Conclusions excerpted from the report include:

His observations underscore our ability to be the first to review and rate independent, regional and
specialty insurers while referencing the importance of reinsurance in the review and analysis of
smaller insurers. The three major factors that differentiate our approach are:

1. “Unlike other rating agencies, Demotech calibrates its opinion [rating assignment] to the
likelihood of an insurer having positive surplus 18 months out.”

2. “Second, Demotech does not view an insurer’s size as an explicit rating factor.” [Affirming
the determination in the Kaminski report.]

3. “Third, Demotech recognizes, whereas some other rating agencies do not, that extensive
usage of quality reinsurance has a positive impact on an insurer’s financial security and
conservative risk management.”

4. Cohen concluded “I believe these differences have resulted in Demotech’s opinion having
the highest level of predictability of insurer “staying power” at respective rating levels.”

5. In his assessment of Demotech FSRs versus AM Best Secure ratings, Cohen also observed:
“Note that carriers rated S by Demotech, one level below their A, have consistently lower
average cumulative impairment rates than insurers assigned an A. M. Best rating of B++.”
[Recall the more conservative static pool standard imposed on us by Barth and Klein.]

Cohen’s closing: “In conclusion, it is my opinion that the major factors discussed above in

conjunction with Demotech’s unique approach to ratings have resulted in lower average
cumulative impairment rates; i.e., greater carrier “staying power,” at comparable rating levels.”
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As excerpted from the previously cited report by Barth and Klein.
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