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Erie Indemnity Reports First Quarter 2003 Results

. Netincome increased by 3.8 percent or $1.7 million to $45.9 million, up from $44.2 million at March 31, 2002.

. Netincome per share increased by 4.1 percent to $.65 per share, compared to $.62 per share in the
comparable quarter for 2002.

. Netincome, excluding net realized gains on investments and related federal income taxes, increased by 4.9
percent to $45.5 million, up from $43.4 million for the same period one year ago.

. Management fee revenue grew by 16.3 percent to $207.2 million, up from $178.3 million for the same period
one year ago.

“The Company is coming off a year of accelerated growth,” says Jeffrey A. Ludrof, president and CEO. “Because of our strong
retention ratio — 91.2 percent at March 31, 2003 — we continue to see healthy growth in direct written premium and,
consequently, positive increases in management fee revenue.”

Details of First Quarter 2003 Results
Management operations

Management fee revenue increased by 16.3 percent to $207.2 million for the quarter ended March 31, 2003, compared to
$178.3 million for the same period one year ago. Management fee revenue grew at a slower rate than the growth in direct
written premiums in the first quarter of 2003 due to the action taken by the board of directors in December 2002 to reduce the
management fee rate from 25 percent to 24 percent.

The property and casualty direct written premiums of the Erie Insurance Group, upon which management fee revenue is
calculated totaled $865.2 million in the first quarter 2003, compared to $713.0 million in the first quarter 2002. This represents
growth rates of 21.3 percent in the first quarter of 2003, compared to 22.4 percent in the first quarter of 2002. Direct written
premium for the quarter was positively impacted by a 12.4 percent increase in policies in force and the effect of rate actions
taken in 2001 and 2002. The average written premium per policy increased by 10.0 percent to $920, as compared to $836 at
March 31, 2002. New written premium grew by 8.2 percent in the first quarter of 2003, a slower rate when compared to the
same period in 2002. This was primarily due to the initial effects of ERIE’s underwriting profitability program and the December
2002 close of a major sales incentive contest.

Nonaffiliated assumed voluntary reinsurance premiums of Erie Insurance Exchange, upon which the Company receives a 6.0
percent service fee, totaled $1.9 million in the first quarter of 2003, down 38.3 percent from the $3.1 million recorded in the first
quarter 2002. The decrease resulted from a combination of lower voluntary assumed premiums, due to non-renewal of
unprofitable business, and the board’s action to reduce the service fee from 7.0 percent in 2002 to 6.0 percent for 2003.

The cost of management operations increased 19.9 percent to $154.4 million in the first quarter of 2003, from $128.8 million
for the same period in 2002. Commission costs, which were impacted by the growth in policies and premium, increased 22.8
percent to $110.9 million, from $90.3 million in the first quarter 2002. First quarter costs of management operations, excluding
commissions, increased 12.9 percent to $43.4 million in 2003 from $38.5 million in 2002.

Insurance underwriting operations

The Company'’s insurance underwriting operations recorded losses of $5.7 million and $3.6 million in the first quarters of 2003
and 2002, respectively. This was due primarily to increases in catastrophe losses for the quarter, as well as other weather-
related losses. These losses resulted in increased frequency in the private passenger automobile and homeowners lines of
business in the first quarter 2003. The Company'’s share of catastrophe losses totaled $1.1 million and $0.5 million for the
three-month periods ended March 31, 2003 and 2002, respectively. These losses include catastrophe losses previously
reported by the Company as a result of severe winter storms in February 2003 affecting many of the Company’s operating
territories.

Included in the Company’s policy acquisition and other underwriting expenses is the property and casualty insurance
subsidiaries’ share of software development costs related to the eCommerce initiative. Costs associated with the eCommerce
initiative totaled $0.8 million and $1.0 million for the first quarters of 2003 and 2002, respectively. These costs will continue to



be incurred as the program develops through 2004.
Investment operations

Net revenue from investment operations for the first quarter of 2003 reflects an increase of 15.5 percent to $14.8 million,
compared to $12.8 million for the same period in 2002. Net investment income increased by 12.7 percent to $14.3 million for
the quarter ended March 31, 2003, from $12.7 million for the same period in 2002.

Net realized gains on investments of $0.6 million were recorded during the first quarter of 2003 compared to net realized gains
of $1.2 million for the first quarter of 2002. The decrease in realized gains on investments was affected by impairment charges
of $6.0 million recorded during the first quarter 2003; no impairment charges were recorded in the first quarter of 2002.

Equity in losses of limited partnerships was $1.3 million and $1.9 million for the first quarters of 2003 and 2002, respectively.
Private equity and fixed income limited partnerships incurred realized losses of $1.7 million and $2.9 million in the first quarters
of 2003 and 2002, respectively. Real estate limited partnerships reflected earnings of $0.4 million for the quarter ended March
31, 2003, compared to earnings of $1.0 million for the same period in 2002.

The Company’s earnings from its 21.6 percent equity ownership of EFL increased to $1.2 million for the first quarter of 2003
from $0.8 million in the first quarter 2002.

Erie Indemnity Company provides management services to the member companies of the Erie Insurance Group, which includes
the Erie Insurance Exchange, Flagship City Insurance Company, Erie Insurance Company, Erie Insurance Property and
Casualty Company, Erie Insurance Company of New York and Erie Family Life Insurance Company.

According to A.M. Best Company, Erie Insurance Group, based in Erie, Pennsylvania, is the 17th largest automobile insurer in
the United States based on direct premiums written and the 25th largest property/casualty insurer in the United States based
on total lines net premium written. The Group, rated A+ (Superior) by A.M. Best Company, has more than 3.5 million policies in
force and operates in 11 states and the District of Columbia. Erie Insurance Group ranked 454 on the FORTUNE 500.

News releases and more information about Erie Insurance Group are available at http://www.erieinsurance.com

“Safe Harbor” Statement Under the Private Securities Litigation Reform Act of 1995: Certain forward-looking statements
contained herein involve risks and uncertainties. These statements include certain discussions relating to management fee
revenue, cost of management operations, underwriting, premium and investment income volume, business strategies,
profitability and business relationships and the Company’s other business activities during 2003 and beyond. In some cases,
you can identify forward-looking statements by terms such as "may," "will," "should," "could,” "would," "expect," "plan," "intend,"
"anticipate,” "believe," "estimate," "project,” "predict," "potential” and similar expressions. These forward-looking statements
reflect the Company’s current views about future events, are based on assumptions and are subject to known and unknown
risks and uncertainties that may cause results to differ materially from those anticipated in those statements. Many of the
factors that will determine future events or achievements are beyond our ability to control or predict.
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ERIE INDEMNMITY COMPANY
CONSOLIDATED STATEMENTS OF OPERATIONS

(&mounts inthousands, except per share data)

Three morths ended March 31,

(arnandited)
r
2003 2002
CGPERATING REVEHUE:
Management Fee Revenue 207 246 k] 178,252
Premiums Earned 45152 219
Service Agreement Revenue B 454 7342
Total operating revenue 258,912 % 222,813
OPERATING EXPENSES:
Cost of Management Operstions 154 373 k] 125,791
Loszes and Loss Expenses Incurred 37500 29,336
Paolicy Acquistion and Other Underwriting Expenses 13,352 11,483
Total operating expenses 205,225 $ 169,625
OTHER INCOME AND EXPENSES:
Investment income, net of expenses 14319 k] 12,704
Realized Gain on Investments 293 1,220
Eqjuity in Los=es of Limited Partnerzhips (1,326 (1,914
Total other income and expenses 13,586 $ 12,010
Income before income taxes and equity in earnings of
Erie Family Life Insurance Company T 273 k] 635,195
Less: Prowvision for Income Taxes 22 460 21,711
Ecjuity in Earnings of Erie Family Life Insurance
Company, net of tax 1087 715
Het income 45,900 % 44,202
Het income per share 0.65 ¥ 062
Weighted average shares outstanding T0,997 11,184
MVIDEHDS DECLARED
Clazs A non-voting common 019 % 047
Class B common 2850 % 2550




Erie Indennity Company

CONSOLIDATED STATEMENTS OF OFERATIONS - SEGMENT BASTS

(Amounts in thousands, except per shave data)

Three months ended March 31
(unandited)
2003 2002
MANAGEMENT OPERATIONS
Management fee revemme 207,245 % 178,252
Service azresrment reverns 5,454 7.342
Total reverme from management operations 213,730 185,594
Cost of management operations 154,373 128,731
Income from management operations 58357 k3 58,803
INSURANCE UNDERWRITING OPERATIONS
Prammms earned 45 182 k3 37,219
Losses and loss admstment expenses inmurred 37.500 29338
Poliey anquisibion and other underaniting expenses 13,352 11,492
Total losses and expenses H0,852 kY 40,834
Underwriting loss [5,670) $ (3,613
IMVESTMENT OPERATIONS
Met investmant income 14,319 k3 12,704
Het realized zain on investiments 593 1,220
Equity in losses of limited partnerships [1,32&) (1,914
Equty in earmungs of Erie Fanuly Life Insurance Company 1,182 TaE
Net revenue from invesiment operatons 14,755 kY 12,778
Income before income taves 2442 k3 5,968
Provision for income taves 22542 21,764
Net income 45,900 ¥ 44,202
Net income per share 065 $ 0.62




Met income excluding net realized gains and related taxes b 45,514 b 43,1y
WEIGHTED AVERAGE SHARES OUTSTANDING 70,997 71,124
The table below reconeiles the Company's GAAP-basis net income to net income exchiding net realized zains and related
income taxes. Management believes this meamre assists the financial statement reader in interpreting and evahiating
the financial resmlts of the Company by removing the effects of zain and losses from mwestment sales, which conld
significantly impact the Company's financial results from one period to another based on the timing of investment
sales and resulting zains or losses, which may or may not be remurring.

Three meonths ended March 31
(unandited)
2003 2002

Net income % 45,900 % 44,202

Het realized gains on investments 593 1,220
Income tax expense on realized gains 207 427
Fealized zains net of income tax expense 388 793

Met income excluding net realized gains and related taxes $ 4E.£14 $ 43,409
Erie Indemnity Company
CONSOLIDATED STATEMENTE OF FINANCIAL POSITION
(Amounts in thousands, except per shave data)

March 31 Decermber 31
2003 2002
[unadited)
ASSETS
Invesiments
Fixed maturities ¥ 725736 ¥ 705 063



Equity securities

Preferred stock

Conumon stock

Other invested assets

Total investments

Cash and cash equivalents

Equity in Exie Farmly Life Insarance Company

Premmms recervable from policyholders

Receivablas from affiliates

Other assats

Total aszets

LIABILITIES AND SHARFHOLDERS ' EQUITY

Liahilities

Unpaid losses and loss adpastment expenses

Tnearned premmms

COrther labilities

Total lHabilities

Total shareholders" equity

Total Liahilities and shareholders " eguity

Book value per share

Shares ouwistanding

149,774

42,180

101,052

$ 108772

$ 958,353
51 468
247 802

595,239

171,808

3 2485039

¥ 750,569

403 1641

295 536

¥ 1,454 266

$ 1030773

% 2485 039

$14.52

70,997

157 563

36,515

95,613

995 759

85,712

45 545

238,704

529,049

155907

2,357 BTG

717,015

393 091

260,195

1,370,304

987 372

2,357 BT6

$13.9

70,997



Selected financial data of Erie Insurance Exchande:

The selected financial data below is derived from the Erie Insurance Exchange's financial statements
prepared in accordance with Statutory Accounting Principles. Inthe opinion of management, all
adjustments consisting only of normal recurring accruals, considered necessary for a fair presentation
have been included. The financial data zet forth below iz only & summary.

Three months ended

(In thousands) March 31, March 31,
Statutory Accourting Basis 2003 2002
[unaudited)
Premiums earned ¥ 02 647 ¥ BEG 429
Losses and loss adjustment expenses k] 673,556 k] 215915
Insurance underwriting and other expenses 242 670 219,330
Met underwriting loss 19,587 k] (65,516
Investment income, net 20,711 s0.907
Federal income tax benefit (44 5300 (10,375
Met lozs ki (57 B3 ki (7,534
Az of
(In thousands) Warch 31, December 31,
Statutory Accourting Basis 2003 2002
[unaudited)
Caszh and invested assets ¥ EB144 E15 k] 5 867 051
Total as=ets 7,188,052 7007 803
Clainz and unearned premium reserves 4,110,495 3,962,218
Tatal liahilties 5,114 763 4 592 032
Palicyholders' surplus 2073289 211577

Palicy retention trends for Propetty and Casualty Group insurance operations:

Private All ather

passenger Chil* Wiorkers' lines of
Diste auto ChL* auto Homeowners multi-peril COMmp. businesss Tatal
12031 2200 9232 % a0s % 02 % 850 % 854 % 852 % 4nA
03631 2002 923 Q048 Q0.2 g3.8 593 g3.1 0.9
OEi30/2002 92.4 911 Q0.4 9.0 595 833 91.0
09i30/2002 925 Q0.5 Q0.5 g5y 595 852 911
12031 2002 926 «a Q0.5 g8y 894 G585 1.2
03431 /2003 925 =y ] 0k 9.1 q0.2 885 1.2

CML* = Commercial



Growth rate of policies in force for Property and Casualty Group insurance opetrations:

Private 1 2-mth. 12-mith. Al other 4 2-mth. Total 12-mth.
passenger  growth grovvth personal lines  growth Personal  growth
Drate auto rate Homeowners  rate of huziness rate lines rate
12031 2200 1432747 T1 % 1,075816 a0 % 5134 M5 2723 697 82 %
03631 2002 1469617 8.3 1,104 506 1041 222 081 122 2796 454 9.3
OEi30/2002 1,512 335 9.4 1,146 639 11.4 231,951 134 2,590 925 105
093052002 1,554 425 104 1,190,651 131 240,410 14.4 29585 456 1158
12031 2002 1,591 161 114 1,230,595 14.4 2449 544 160 3,071,600 128
03431 /2003 1,623 429 105 1,263,118 143 257 327 1549 3143874 12.4
12-mith. 12-mith. 12-mith. Al other  12-mth. Total  12-mth.
growth Chil* grovth Workers' grovwth ChL* lines  growth Chil*  groweth
Date ChL* auto rate multi-peril rate COMmp. rate of business  rate lines rate
12031 12001 95 100 97 % 166,214 1M1E % 52,033 103 539 9.9 % 385856 107
03431 /2002 93 926 107 171,283 125 53,320 108 3,392 107 396,921 M5
063052002 102 447 1M1E 174,761 139 55 607 1143 75,854 17 413 699 126
09302002 105353 118 185 602 14.4 a7 375 125 78,131 115 426 467 130
12031 2002 105 069 125 190,787 14.8 55,930 133 a2 115 437 558 134
03431 2005 109 963 112 194 911 135 60,104 127 &1 356 1048 446 3354 124
12-mith.
Total growth
Date Al lines rate
12031 200 3,109 553 55 %
03431 2002 3,195 403 96
0E20/2002 3,304 524 108
09y20/2002 3411 953 1148
12031 L2002 3509158 128
03631 2003 3,590 203 124

ChL* = Commercial

llanagemernt fee revenue by line of business (hefore consideration of premium cancellstion alovwance):

Private passenger auto
Commercial auto

Homeowners

Comtmnercial multi-peril
Wiorkers' compensation
Al ather lines of husiness

Total

Three months ended March 31

(In thousands) %

2003 2002 Change
105206 % 94 514 113 %
15,997 16,467 154
27 811 22772 2241
25,054 21,336 174
223 13,104 236

8,197 5059 g2.0
¥ '20?,545 b " 178,252 165 %




