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%
$400,000,000 ==,

Lumbermens Mutual- Casualty Company
9.15% Surplus Notes due July 1, 2026
lnterest on the 9:15% Surplus Notes due July 1, 2026 (the “Notes™) of Lumbermens Mutual Casuatty

Company (“Lumbermens’) {s scheduled to be paid on January 1 and July 1 of each yeai, commencing
vJammy.1..1997.11wNohsmyndhcmnmmdwmuwhddudmmm
fund. The F

and_has determined that, for C the Notes are not part of the legal Eablities of
Lumbermens. Such approval by the Director Is hereinafter referred to as the " Each payment of
interest on and repayment. of of the Notes may be made onfy with the prior approval of the Director,

‘Paymend.” - ’ 3
A mmmmumwwwmmwammmtmmnm
Act of 1933, as amended. (the “Securities Act™), and %o a Rmited number of instituional accredited investors
.within the meaning of Rufe 501 under the Securiles Act. Notes sald to quaiified institiional buyers will be
represented tiy ‘one or more- giobal Notes in definltive, fully registered form, without interest coupons,
WW.M&NWthd-MdWWTw&W
(mrm)hmvmmvmmmnwmmwuwhmm
qummmmmwwmwnmwmhm
-on Aude 144A will be lssued in minimum-denominations of.$150,000 and integral muftiplés of $1,000 in excess
P mtmmu«wwum&m&mmwuwhmmm
dmwomummwotﬂmohmwmwmdmm

mmmmmmmammmﬂhanmw
ascribed to them in the “Glossary.”

’ m%mmw-mammmmmmh
connection with, an Investment In the Notes offered hereby.

W?mn.mmmwum,mmadm.

'ITENOTEBHAVEWT@CMDWNOTOEW THE SECURITIES ACT AND ARE
INSTITUTIONAL

: N ACCORD.
lIES‘l'RIC'ﬂONS DESCRIBED UNDER . “NOTICE TO NVES'I’ORS

muowsmw«edmﬂybymwwmbm sisbject to receipt and
by them and subject to their right fo-reject any order in whale or in part. It is expected that the Notes will be
ready for delivery in certificated (orm, or in book-entry form through the faclliies of DTC, in New Yorik, New
.York on or about Juns 24, 1996, memuuetammmuyammw \

Goldman, Sachs & Co. Lehman Brothers

The date of this Offering Circular is June 19, 1996
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- | are no guidelines or interpretations as to the extent of the Director's discretion in determining

| (“5&P") and its inandial streagth is rated A2 (Good) by Moody's Investors Service (“Moody's™)
| Kemper National Insurance Companies, including Lumbermens, to A2 from Al and announced the

| announced that, pending the compistion of the offering of the Noles, this rafing wll remain on

1 2nd in accordance with the Approval. Procseds of the issuznce of the Notes in the amount of

4 " Lumbermens’ Surpius was $1,740.4 mion. The funds availzble to make payments.on tlie Notes on |-

ity of surplus, inciuding minkmum surphus requirements and risk-based capital standards specifying
.-_nnmupiwmqusu“mmmmw»—mscﬂmsme" .

Ratiags
Lumbermens' daims-paying abfiity is rated A+ (Good) by Slandard & Poor's Corporation

and A (Excelient] by AM._ Best Company, k. (“AM. Best”). On Apdl 30; 1936, S&P downgraded
mxmumw&mmmmmm to A+ from AA— and piaced the
rating on “CreditWatch™ with negalive implcations. On June 7, 1995, Moody’'s downgraded the

rafing outiook is stable. See “Twestment Considerations—Rafings™ and “Business—Rafings.
On June 6, 1996, S&P announced it has assigned an A— rafing to the Notes. S&P also-
“CreditWatch™ and, Moen s raling s resnoved from “CreditWalch”, the ouliook will be stable. -

Surples Notes

. .The Rofes will constitute subordinated debt obligations of Lumbennens and are of the typs
generally referred to in the insurance industry as “surpius notes.” In liEnois, there is no statute that
specifically authorizes_the issuance. of the Notes ‘offered hereby or addresses their accounting .
Wtammmmmmmmmmmumm
mubisal-and stock companies of instruments simillar to the Notes. Thus, the Notes are being issued
.purzuant to the general borrowing power avaiable to mutisal insurance companies under iinois law

$400 millon, fess costs of issuance of the Notes, will be recorded by Lumbermens as addiional
 admitted assets and Sarplus. As a resuit of contemporaneous enviconmenta! and asbestos reserve
mamwmmmmwmmmm
reserve-refated actions, the cumuiative sffect of the offering and such'aclions will ba a net reduction
h&msdmmsmuﬁmmm;ﬂ.wssm Ses “Capitalization of

Lmbetmem"and"Useomeeeds

The Hotes will bs Issued pursuant to a Fiscal Agency Agreement, to be dated as of June 24,
1996 (the “Fiscal Agency Agreement”), between Lumbenmens and Harrts Trust and Savings Bank,
2s Fiscal Agent (the “Fiscal Agent”). Each payment of interest on and repayment of principal of the
Notes is subject to the prior approval of the Director, which approval will only be granted if, in the
judgment- of the Director, the financial condifion of Lumbermens warrants the making of such
payment and Lumbermens’ “Surpius a5 regards policyholders™ (Ene 25 of the “Liabliities, Surplus
2nd Other Funds™ page of Lumbenmens’ annual statements and quarterly statements filed with the
Department, referred to.herein as “Surplus™) reflects sufficient funds to cover the amount of such
payment, and there can be no asswrance any such payments will be made. At March 31, 1996,

.any given date will be determined by-the Director and may be fimited because, among other things,
. Lumbermens s subject to various requirements under Riinols insurance laws affecting the avaiabli-

For statistory ‘accounting purposes, Lumbermens will not accrue any Eabfity for payment of
interest or repayment of principal before obtaining the Director’s approval for payment. The Direclor
will have broad discrefion in defermining whether to alfow payments to be mada on the Notes. There

whether the financial condition of Lumbermens warmrants the making of such payments. See
“Investment Considerations—Restrictions -on . Payment” and “Description of the
HNoles—Resftricfons on Payment.™”
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CONFIDENTIAL m"l
Lumbermens Mutual Casualty Company

$200,000,000 8.30%, Surplus Notes due December 1, 2037
$100,000,000 8.45%, Surplus Notes due December 1, 2097
—_ "

Intarast on the 8,30% Surplus Notes due Decem| 2037 gho “AU-Ysar Notss”} of Lumbermens
"PIUG' ote ‘}. ’

bar 1,
Mutual Casuaity Company {"Lumbermens") and tha 8.45% gy g due Dscembear
Your Notes," and tagather with the 40-Yeor Notas, tha “Notes™) [s schedided ta be peid on Juna 1 ang
Docember 1 of each year, commencing Juns 1, 1998, Tha tnaturity of the 40-Year Notes may not be shortened
ahd tha 40-Year Notas may not ba redaermed at the option of Lumbermana ar any holder of ihe 40-Yegr Notasg,
Spm the occurrence and during the continuation of a Tax Event (a& definog n "u.msruoa of the

Notog in whols (but not In part} within 80 daya folio NG tha occurrence of such Tax Event, subjact to the prior
written approval of tha Director (as defined below). Any such fedemplion shall ba at o price equat 1o the M
Whola Amount (as defined in “Description of the Notes—Conaitional Right 10 Shortan Maturhy: Redamption™)
plus acocrued ang unpald Intarest thareon to the rademémon date. Tha hFules are not entitied to q sinking fund.
Sea “Description of tha Notes—Condhiona! Rlght to Shorten Maturity: Redemption,

The 40-Year Notss and the 100-Yaar Notes arg unescursd and subordinated to ) re future
Indebtedness, Policy Claims ana Prior Claims {each as defined in “Dascription of the Nmsf—smﬁm")
of Lumbermens and rank pari passu with egch other, with the 0.15% Surplug Notes due July 1, 2028 of
Lumbanmnens (the *1056 Surplus Noteu%;:dm any other firture us notes of Lumbermens and with any
other similanty subordingted obllgations. mnc(gr (the “Diractor’’) of the Cspartment of Insurance of the
State of llilncis ;tha “Oepartment ) hae approved the lasuanca of the Notes ana has determined that, for
Statutory accounting purpoase, tha Notes Bro Not pRrt of the tege! liabillles okLimbermens. Such Approval by
the Diractor 1s herelnafter referrad 16 as the "Approval.” Each payment of Interest on and unuymam of
principal of the Notas, as well ag any 1k:ymsma In connection with e redampiion of the 100-Year Notes upon
a Tax Evant, may be made only with fxﬂar approval of tha Director, which approval will only be granted if, in
tha judgment af the Director, the financial of such s
Lumbarmene: Surziux (a8 defined in “Oltering Summary—Surpius Notes™) reflacta sufficiant fundsg to cover
the amount of suc

Tha Notes ara being offarad 1o qualified institutionat burm in railance on fiete 144A under the Seciries
- Act of 1839, as amendad (the “Sacurities Act”), and 10 a limited number of institutional accredited investors
within the maanlnF of Riie 501 under the Securities Act, Notes sold to qualifieg Insthtutional buyers will be
reprasentsd by giobal Notes In definitive, fully regietered Yorm, without irterest coupons, deposited with
8 custodian for and registered In the name of a niominee of The Dapository Truat Com!mny {“DTC") in New
York, New York. Notes gold 10 institutional accraditad investors wil be issusd in coted, 1'%!? Istared
form without intersat coupons. Notes offared horeby wint ba Issued In minimum tdenominations of $1,000 ang
integral multiples thereof {sublect to & minimum hvtfel Purchiae requirement of $100,000 for Notes sold other
then in reiliance on Ayle 144A). See “Description of the Notes."

Certain Insursnce and other tarms, unlews ctherwize defined heroin, shall have the meanings
ascribed to them In the “Glowsary.”

See “Investment Considsrations® for a discunsion of cartaln factors thet should be congiderod in
connoction with an investment In the Notes offered herehy.
JE S ——
accruad m':n from November 21, 1987,
A0-Y Naotes: B2.718% phus 1, A r 21, .
100-Year Notes: V6.712% phe morcd, Intsrex, (f any, from November 27, oy
—————

THE NOTEEB HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE BECURITIES ACT AND ARE
BEING OFFERED AND ZOLD IN THE UNITED STATES ONLY TO QUALIFI®D INETTTUTIONAL BUYERS (v
RELIANCE ON RULE 1¢4A AND TD INSTITUTIONAL INVESTORS THAT ARE ACCREDITED
INVESTORS WITHIN THE MEANING CF RULE 501 UNDER THE SECURITIES ACT. PROSPECTIVE
PURCHABERS THAT ARE QUALIMED INSTITUTIONAL BUYERS ARE HERESY NOTIFIED
THAT THE SELLEN OF THE NOTER MAY BE RELYING ON THE EXEMPTION FROM THE
PROVISIONS OF BECTION 5 OF THE SECURITIES ACT PROVIDED Ay BULE 1444,

THE NOTES ARE NOT TRANSFERABLE EXCEPT IN ACCORDANCE THE
RESTRICTIONS DESCRIBED UNDER “NOTICE TO INVESTORS.»
———

8 Notes are offerad aeveral! the Initial Purchasers named below, Gt to raceipt and acceptancs
by lP?::n and sublact to thelr right {s%]uct any order In whals or in part, It i?’blw that the Notas will be
ready lor deltvery In cortificated form, or in book-entry farm thraugh the fagilities of DTG, in New Yorie, New
York on or about Novambar 21, 1987, agelnst payment thersfore in immediately avallabis funde.

Goldman, Sachs & Co. Lehman Brothers
The dats of this Offsring Circular Is November 18, 1957
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PAGE 83

MNOTICE TO INVESTORS

Bacausa of the following restrictions, purchasers of the Notes ars aovised 1o coneuft ! counsed
Pflor to making any reoffer, regales, pladge or other transter of the Notes. fogza

Each purchaser of the Noteg offerad hersby will be dasmed to have reprogented and agregd s
Toliows (terma usad hersin that sre dafinad in Rule 144A (“Rute 144A"}, Reguiation D ?"',!'!sgmw
go: D;'g or Regutation S {“Regulstion 8"} under the Securfties Act are used harein g therein

efinad):

{1) Tha pawohaner either {a}{l)isa quaiifted insttonst buyer, {li) is aware that the sala
af the Notes to it Is being made in raflance on Rite 144A and (ifi) is Scadring such Notes for its
Own ac0atint or.for the ascount of & quaied Instittionsd buyer or (6] (1) Ie.pn institudional ..
invetor that is an accradited investor, (1} Is acquiring the Notes being sold to It tor its own
account and (Jil) nmmmmmm-mmmeadmmwm
than in accordance with the retrictions set forth balow.

(2) The purchaser undsretands that the Notes have not been registaced under the Seeur- *
tes Act and may not he offered, resold. pisdged or ctherwise tranaterred by such purchager
axcept (a}(l} to n peraon who such purchaser reasonably beflaves (s qualifiet matitutional
buyer acquiring for its own account or for the account of a qualifiod Institutional buyar in
8 trangaction mesting the requirements of Rule T44A, {ii) In an offshore transaction complying
with Rule 503 or Rule 904 of Regulation S or (i} pursuant to an exsmption from

(3) Tha Notes will bear & lsgend to the following affect, unless Lumbarmens determines
otherwise In compllance with applicable Jaw:

“THE NOTES EVIDENCED HEREBY HAVE NOT BEEN REGISTERED UNDER THE U.8,
SECURITIES ACT OF 1833 (THE “SECURITIES ACT™) AND MAY NOT 8E OFFERED,

TIES ACT PROVIDED BY RULE 144 THEREUNDER (JF AVAILABLE) AND (B) BY
SUBSEQUENT INVESTORS AS SET FORTH IN (A) ABOVE OR TO AN INSTITUTIONAL
INVESTOR THAT IS AN ACCREDITED INVESTOR WITHIN THE MEANING OF RULE 507
OF REGULATION D UNDER THE SECURITIES AGT PURSUANT TO AN EXEMPTION
FROM REGISTRATION UNDER THE SECURITIES ACT (IF AVAILABLE) AND, IN EAGH
CASE (A) AND (B) IN ACCORDANCE WITH ALL APPLICABLE SECURITIES LAWS OF
THE STATES OF THE UNITED STATES AND OTHER JURISDICTIONS. SECURITIES
OWNED BY AN INITIAL INVESTOR THAT IS NOT A QUALIFIED INSTITUTIONAL BUYER
MAY NOT BE HELD IN BOOK-ENTRY FORM AND MAY NOT BE TRANSFERRED
WITHOUT CERTIFICATION THAT THE TRANSFER COMPLIES WITH THE FOREQOING
AESTRICTIONS, AS PROVIDED IN THE FISCAL AGENCY AGREEMENT BETWEEN THE
ISSUER AND HARRIS TRUST AND SAVINGS BANK, AS FISCAL AGENT -

4
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Ratings : . 7

Lumbermens’ claims-paying ebllity is rated A+ {Good) by Standard & Poor's Corporation
(“"SaP") and te finencigl strength is rated A2 ( Good) by Moody's Investore Sarvice (“Moody’s™)
and A (Excelisnt) by A.M. Best Company. Ine. {"A.M. Bestr"). On April 30, 1998, B2p
the Kemper Natlonal nsurance Companles, inciuding Lumbermans, to A+ from AA— and placed the
rating on “CreditWatoh' with Tegitive Implieations. On -June 7. 1965, Moody'y Cowngraded the
Kemper National Insurance Companies, including Lumbermens, to A2 from A4 And announcad the
rating outiook Is atabla. See “Investmant Considerations— Ratings” and “Business—Ratingg, "

On June 6, 1386, Sap announced i has assigned an A— rating lo the Notes. Sap algo
Announced that, panding the compfetion of the offering of the Notes, thiz rating will remain on
"‘CreditWateh” and, when this rating is removed from “CroditWateh™, the outiook wil be stgbie,

Surpius Notex

The Notes will constitute subordinated debt obligations of Lumbermens and are of the typa
genarally raferred to in the insurancs indusatry as “surpius notes,” In Minols, there is no stanns that
apacifically authorizes the issuance of the Notes oftarsg hereby or addrosges their accounting
trestment or repayment terms, although the Ninals nsurence laws do provide for the Issuance by
mutual and stoek companias of Instrumants similar to the Notes. Thus, the Notos are belng iasued
pursuant to tha gensral borrowing power availabie 1o mutual Insurance companies under iNinoig law
and in accordanca with the Appraval. Procseds of the lstuance of the Notes in the amount of
$400 militan, less costs of Issuance of the Notes. wi be recordad by a3 additonst
agimitied axsete and Surplus. As a resuit of tontamporaneous environmental ang asbestng raserve
addittons at Lumbermens, Kemper Re and AMICO totaling Bpproximately $550 miltion gnd othsr
reserve-related actions, the cumulative effect of the offering and such actiang will be a net reduction
in Surplus of approximately $225 million from March 31, 1998 lavels. See “Capitatization of
Lumbermens™ and “Use of Procseds.

ag Fiscal Agent {tha “‘Flseal Agent”). Each payment of interest on ang Yepryment of principal of the
Nates is subject to the priar approval of the Directar, which @pproval will only ba grantea H, In the
judgment of the Director, the financlal cendition of Lumbermens warrants the making of such
payment and Lumbermens' “Surplus as regords policyholdars™ {line 25 of the “Llablitties, Suvplus
and Cther Funds” page of Lumbermens’ annual statements and Quarterly statemeanits filod with the
Ospartmont, rafarred 1o harain ag “Surplus”) refleets gufficient funds to cover the amount of such
payment, and thers cen be no assurance Wy such payments will be mads, At March 31" 1898,
Lumbermans’ Surpius was $1,740.4 milon. The funde availabie to mako payments on the Notea on
any given date will be detarmined by the Director and may be limhed because, among other things,
Lumbarmens Is subject to various requirsments undar fliinois Insurance lawg affecting the avallabil-
Ity of siurplus, Including minimum surplus requiraments ang tisk-based cupltal standards Specifying
minimum capital levals. Sae “Investment Consldarations—Restrictions on Payment.”

For statutory accounting purposes, Lumbermens will not accrue any habllity for paymant of
interest or rapayment of principal batore abtaining the Director's Approval for payment. The Divector
will have broad discrstion lndmumlnmmmﬂwmnmbbommonhumﬂmm
are no guidolines or interpratations ag to the extent of the Director's discretion in deteymining
whether the financlal condition of Lumbermen= warrants thé~m ch payments. See
“‘Inveatment Considerations—Restrictions on Payment” andg “Description of the

Notes—Restrictions on Payment "

PAGE B4
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writing losses in each of the years in the ﬁv;%-;rear period ended Decem;;f 31, 1898, Lumbermen

has reported operating profits. Accordingly, any significant decline in

investment income or the

recognition of capital (osses could potentially have an adverse effect on Lumbermens' results of

will develop, Moreover, even if a market for a series of Notes does develop, such Notes could trade
at a substantial discount from their face amount. I a market for one or both serles of Notes does not
develop, purchasers may be unable to resell such Notes for an extended period of time, if at all.

24
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Additional competition, including alternative forms of risk protection, may emerge from other
financial institution » Such as banks and savings and loan associations. Froposed federal legisiation
may also permit bank holding companies to be affiliated with lnsurance companies, which could
increase competition for insurance business.

Ratings

Claims-paying ability and financial strength ratings have become an increasingly important
factmmmgg competitive position of insurance companies. This Js especially true for

companies, such as Lumbermens and the other Pool Companies, each of which

tainad In the future, Claims-paying ablity

and financlaf stre ratings are based upon factors re_I_e_!anLtc:,?Ms and are not directed
s. A significant downgrade In s ratings could have a matenal
operations of Lumbermens, the other Pool Companies and Kemper

toward protection o mnves
adverse effect on the resulfs o

Re. Lumbarmens’ claims-paying abifity is rated A+ {Good)

A2 (Good) by Moody's and A (Excellent) by A.M. Best,

by S&P and lts financial strength is rated

r lines of business. At the same time S&P revised Kemper

Re's rating outlook to positive from stable. See "'Business—Ratings" and “Business—Kemper

Ha "

Fluctuation of Insurance industry Results

As a writer of commercial and personal Property-casualty Insurance, Lumbermens’ operations
are affected, among other things, by (i) the number of claims reported (“frequ
influenced in part by economic conditions, social trends and pelitical climates;

settling claims (“severity”),
automobile and building repair
enmnensatinn for ininry and

ency"), which is
(i) the cost of

which is influenced in part by infiation (particularly in medical,
costs) and by court decisions expanding the extent and amount of

o

amaaas: fiii} the denras tn whirh existina nol

rvholders ranaw

8y
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be used for general corporate pdrposes, including funding Lum-
bermens’ Strategic growth initiatives, See "Lumbermens Mutual
Casualty Company-«%tmtegy"'

Form and Denomination . . ., _ The Notes are being offered to qualified Institutional buyers in
reliance on Rule 144A under the Securities Act, and to a limited é

such global Notes will trade in DTC’s Same Day Funds Settlement
System, and secondary market trading activity for the Notes will
therefore settie in immediately avatlable funds. Such interests will
be shown only on, and transfars thereof will be effected only
through, records maintained by DTC and its participants and such
interests generally may not be exchanged for certificated Notes
except in certain limited circumstances. Notes sold to institutional
accredited investors will be lssued in certificated, fully registared
form without interest coupons, Notes will be issued in minimums
denominations of §1 /000 and integral multiples thereof (subject to
an initfal purchase requirement of $100,000 for Notes sold other
than in reliance on Rule 144A), See “Description of the Notes.”
The Notes have not been registered under the Securities Act and
are subject to restrictions on transfer. See “Notice 1o Investors.”

Listing ................... The Notss will not be listed on any trading system or on any
exchange.

Summary Statutory Financial information
The following summary financlal information for each of the vears in the five-vear period endad




