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In 2012, a putative class action complaint was filed against the Penn Mutual Life Insurance
Company (“Company”) in the United States District Court for the Eastern District of
Pennsylvania, Civil Action Number 2:12-cv-06172. The complaint alleged that the Company
breached its contracts by failing to distribute surplus in excess of an alleged statutorily
prescribed limit. After the complaint was filed, the court [More specifically, the lawsuit
cites 40 P.S. § 614, which states that a mutual life insurance company may continue to
maintain a surplus or safety fund equal to an amount up to 10% of its reserve and the
excess of the market value of its securities over their book value.  Plaintiffs maintain that
this statute sets a maximum amount of surplus that the Company may maintain and
that any amount over 10% must be distributed to policyholders.]  [The Company believes
that it has substantial defenses and ][is vigorously defending itself in the action. Upon
Defendant’s motion,  the Court] transferred the matter to the Pennsylvania Insurance
Department for adjudication. No reasonable estimate can be made at this time regarding the
potential liability, if any, or the amount or range of any loss that may result from this claim.
The Company believes that it has substantial defenses and will vigorously defend itself.
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