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INTRODUCTION

Arrowood Indemnity Company (“Arrowood”) submits this response in opposition to the
Mississippi Windstorm Underwriting Association’s (“Windpool”) Motion for Rehearing. The
Court should deny the Windpool’s Motion and issue the mandate for the Court’s June 16, 2016
Opinion (*Opinion”).

SUMMARY OF THE ARGUMENT

The Windpool’s Motion for Rehearing impermissibly repeats arguments already
considered by the Court. The Court correctly held that Arrowood relied on the Windpool’s
misrepresentation in the September 2005 *“Attorney’s Opinion,” which the Windpool sent to
Arrowood via its agent and attorney-in-fact, RSUI. The Court also correctly held that the
Windpool never corrected its misrepresentation that excess insurance is not essential property
insurance until after the second true-up’s deadline passed. The Court’s analysis is consistent
with Mississippi law and, contrary to the Windpool’s argument, the Court’s Opinion neither
adopted nor applied a new legal standard. Arrowood’s reliance on the “Attorney’s Opinion” was
reasonable, and nothing argued by the Windpool supports a different conclusion. Finally, the
Court correctly gave no deference to the Commissioner on this issue of equitable tolling because
it is beyond the scope of the Commissioner’s governing rules and regulations.

ARGUMENT

l. The Supreme Court correctly held that Arrowood relied on the Windpool’s
misrepresentation that excess insurance was ineligible for voluntary writings credit.

A. The record confirms that Arrowood relied on the Windpool’s
misrepresentations in the “Attorney’s Opinion.”

The Court correctly and unanimously held that Arrowood relied upon the Windpool’s
misrepresentation.  The Windpool challenges this ruling and argues that it made the

misrepresentation to RSUI, not Arrowood. The Windpool has already made this “RSUI not
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Arrowood” argument at page 27 of its Appellee’s Brief. Arrowood responded by detailing the
legal relationship between RSUI and Arrowood with supporting citations to the record and to
public reports. See Appellant’s Rebuttal at 10-13. The Windpool’s argument is nothing but an
attempt to reargue what the Court correctly decided. See Miss. R. App. P. 40(a) (“[T]he motion
for rehearing is not intended to afford an opportunity for a mere repetition of the argument
already considered by the court.”).

The Windpool specifically challenges the Court’s statement, “Here, the parties have
stipulated, and the Commissioner found, that Arrowood asked the Windpool if it could receive
voluntary-writings credit for its excess policies.” See Appellee’s Mot. for Reh’g at 4 (citing
Opinion at  21). The stipulations state, and the Commissioner found, that:

Arrowood’s position [that it should be allowed to submit
information for voluntary writings credit after the second true-up
deadline] is based, in part, on a late 2004 telephone conversation
with the MWUA'’s then Assistant manager (now Manager) Joe

Shumaker and a September 29, 2005 facsimile from the MWUA'’s
then-Accountant Jim Redd (now retired).

Procedural History & Stipulated Facts at § 23 (R. 3:311) (R.E. 95); Commissioner’s Decision at
10 (R. 3:323) (R.E. 17). In short, it has been clear throughout this case that Arrowood contended
the Windpool’s misrepresentations to RSUI were misrepresentations to Arrowood. Critically,
the Windpool did not argue to the Commissioner that Arrowood and RSUI were unrelated
entities.

The Windpool did not do so because it could not. RSUI* and Arrowood’s close legal

relationship is a matter of public record.? As explained in Arrowood’s Rebuttal Brief, in 2003,

! The Windpool incorrectly describes RSUI as a separate “insurance company.” RSUI was not an
insurance company, but an excess and surplus underwriting agency that underwrote policies for
Arrowood and other related companies. See Alleghany Corp.’s 2Q 2003 10-Q Rpt. at “Item 5” on pp. 17—
18 (stating RSUI is a “wholesale underwriting agency .... [that] underwrites specialty insurance
coverages in the property, umbrella/excess, general liability, directors and officers liability and
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RSUI, an underwriter of wholesale specialty insurance, wrote most of Arrowood’s premium in
Mississippi. See Appellant’s Rebuttal at 10-13. Arrowood and RSUI were sister companies,
and RSUI served as an in-house insurance agency for Arrowood and other related companies.
Id. Arrowood’s parent company sold RSUI in the latter half of 2003. 1d. As part of the sale,
Arrowood (known as Royal Indemnity Company until a 2007 name change) and RSUI entered
into an Administrative Services Agreement in which it appointed RSUI as its agent and attorney-
in-fact for administrative and regulatory reporting matters.> This agreement confirms that
Arrowood “hereby appoints [RSUI] as its agent and attorney-in-fact to provide the
Administrative Services and other services specified herein.” July 1, 2003 Admin. Servs. Agmt.
at p.1, Ex. 10.10, § 2.1 to Alleghany Corp.’s 2Q 2003 10-Q Report." The Administrative
Services Agreement also provided that RSUI would assist and administer for Arrowood the data
necessary for “all required regulatory, statistical, and financial reports and filings.” Id. at

§7.1(a).

professional liability areas.”), available at
https://www.sec.gov/Archives/edgar/data/775368/000095012303009385/y88779e10vq.txt.

2 For the Court’s convenience, Arrowood attaches excerpts from Best’s Insurance Reports as
Appendix A.

® The Acquisition Agreement selling RSUI, the Administrative Services Agreement appointing
RSUI as agent and attorney-in-fact for Arrowood, and numerous other documents (including press
releases announcing the acquisition) are publicly reported in the second- and third-quarter 2003 10-Q
Reports for publicly-held Alleghany Corporation. Alleghany Corporation’s second quarter 2003 10-Q
Report is available, as a matter of public record, on the Security and Exchange Commission’s website at:
https://www.sec.gov/Archives/edgar/data/775368/000095012303009385/0000950123-03-009385-
index.htm. Alleghany Corporation’s third quarter 2003 10-Q Report is also available, as a matter of
public record, on the Securities and Exchange Commission’s website at the following address:
https://www.sec.gov/Archives/edgar/data/775368/000095012303012605/0000950123-03-012605-
index.htm.

* The Administrative Services Agreement is available, as a matter of public record, on the
Security and Exchange Commission’s website at the following address:
https://www.sec.gov/Archives/edgar/data/775368/000095012303009385/y88779exv10w10.txt
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In short, public records establish RSUI was acting as Arrowood’s agent when the
Windpool made its misrepresentation to RSUI. Notably, the Windpool does not argue this to be
untrue; it instead argues that the stipulations do not demonstrate these facts. But there are no
stipulations contradicting these facts, and the Court can, of course, properly consider public
records and other publicly-accessible information. See, e.g., Enroth v. Mem’l Hosp. at Gulfport,
566 So. 2d 202, 205 (Miss. 1990) (quoting Witherspoon v. State ex rel. West, 103 So. 134, 136-
37 (Miss. 1925)). And Arrowood cited Best’s Insurance Reports in its Rebuttal Brief, and the
Windpool did not object. Appellant’s Rebuttal at 11 n. 2.

Furthermore, the record as a whole supports the Court’s holding. On March 27, 2013,
Arrowood explained that it and RSUI were under the impression that “[e]xcess policies cannot
be used for credits when written in the wind zone.” Mar. 27, 2013 Email (R. 2:197) (R.E. 75).
Indeed, in this email Arrowood and RSUI refer to regulatory reporting for “our policies,” the
policies underwritten by RSUI for Arrowood in 2003. Id. Arrowood’s April 5, 2013 letter to the
Windpool explains that it relied on the Windpool’s misrepresentation in the “Attorney’s
Opinion” and addresses the close legal relationship with RSUI. Apr. 5, 2013 Arrowood Ltr. (R.
2:202) (R.E. 78). Arrowood explained in its letter that in 2003 it transitioned from an active
insurance company to one operating in runoff. Id. Arrowood went on to explain that RSUI has
been “the primary writer of Arrowood’s Mississippi business” and that Arrowood’s Mississippi
business in 2003 (underwritten by RSUI) was written by a different insurance company in 2004
(because Arrowood went into runoff after 2003).> 1d. As demonstrated above, Arrowood’s
parent company sold RSUI, the primary writer of Arrowood’s Mississippi premium, mid-way

through 2003, but RSUI remained Arrowood’s agent and attorney-in-fact for administrative

® Although the names are similar, RSUI and RSUI Indemnity Company referenced in Arrowood’s
letter are not the same entity. See Appellant’s Rebuttal at 10-13 & n. 11 (explaining the corporate history
of Arrowood and RSUI).
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services for Arrowood’s premium. Arrowood went on to explain to the Windpool that Arrowood
worked closely with RSUI, its administrative agent, for purposes of reporting Arrowood’s 2003
premium that was underwritten by RSUI. 1d.

The Windpool’s indignation is misplaced. The record on appeal and public records
establish conclusively that RSUI was acting on Arrowood’s behalf when the Windpool made its
misrepresentations to RSUI.  The Court committed no error of fact, and rehearing is
unwarranted.

B. Arrowood’s original submission of 2003 premium is irrelevant to tolling the
second true-up deadline based on the Windpool’s misrepresentation.

The Windpool’s next argument is another repeat of an argument made in the Windpool’s
Appellee’s Brief. The Windpool contends that because Arrowood did not rely on the
Windpool’s misrepresentation when originally submitting its 2003 premium data in 2004,
Arrowood could not have relied on the Windpool’s misrepresentation in choosing not to submit a
new report for the second-true up. See Appellee’s Mot. for Reh’g at 8 & n. 3; Appellee’s Br. at
39-40. This argument makes no sense, because the whole point of the Windpool’s decision to
hold a second true-up was to give member companies a chance to update their 2003 premium
information. Arrowood lost that opportunity because of the Windpool’s misrepresentation.
Again, the record wholly supports the Court’s finding that Arrowood relied on the Windpool’s
misrepresentation, and the Windpool presents no basis for rehearing.

1. The Court correctly found that Arrowood’s reliance on the Windpool’s
misrepresentation was reasonable.

The Court properly held the Windpool failed to correct its misrepresentation about excess
insurance and that none of the information sent by the Windpool would alert a member company

that the Windpool’s statement about excess insurance was false. The Windpool’s argument that

{IX215343.6} 5



the Court has ignored 80 years of case law is hyperbolic and wrong. The Court’s decision is
consistent with longstanding Mississippi jurisprudence regarding misrepresentations.

A. The Windpool never corrected the misrepresentation or alerted Arrowood
that excess insurance was eligible for voluntary writings credit.

Under the statutes creating the Windpool and compelling member company participation,
Arrowood was entitled to voluntary writings credit for only essential property insurance covering
perils of wind and hail written in the coast area. Miss. Code Ann. § 83-34-9 (2005) (R. 1:34)
(R.E. 43). The Windpool misrepresented in 2005 in its Attorney’s Opinion that the definition of
essential property insurance did not include excess insurance. This meant, by extension, that
excess insurance was ineligible for voluntary writings credit even if that insurance was written in
the coast area and included perils of wind and hail. The Court correctly held that there was
“nothing in these letters [the ones the Windpool sent to member companies] that would alert a
member that excess policies are a basis for voluntary-writings credit, when that member
previously had been told the opposite.” Opinion at § 25. None of the Windpool’s arguments to
the contrary lead to a different result.

The Windpool raises a new argument for the first time in its Motion for Rehearing. In the
briefing on appeal, the Windpool claimed that the letters and other documents sent to member
companies in the months following Union National and leading up to the second true-up
corrected the misrepresentation. Appellee’s Br. at 41. Now the Windpool claims that the Union
National decision “already deemed the Welcome Packet a sufficient way to provide the
necessary details about the voluntary-writings credit.” Appellee’s Mot. for Reh’g at 9 (citing
Miss. Windstorm Underwriting Ass’n v. Union Nat’l Fire Ins. Co., 86 So. 3d 216, 224 n. 10
(Miss. 2012)). The Windpool misreads Union National. That decision considered the Welcome
Packet solely to address one member company’s argument that it did not know there was an

exclusion for farm property, which the Court rejected because the Welcome Packet defined farm
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property. Id. at 224-25. But Union National never “deemed” the Welcome Packet as providing
all of the necessary details about the voluntary writings credit. Moreover, the Windpool’s claim
that the Court “approved [the Welcome Packet] as a way to provide detailed information about
Windpool reporting” is simply wrong. Appellee’s Mot. for Reh’g at 9. Nothing in Union
National supports what the Windpool argues.

In any event, the Welcome Packet did not correct the Windpool’s misrepresentation, and
the Court concluded as much in its Opinion in this appeal. Opinion at §25. The Windpool
incorrectly cites a Fifth Circuit decision as addressing “clear and consistent case law” applicable
to this case. Appellee’s Mot. for Reh’g at 9-10 (quoting Mello v. Sara Lee Corp., 431 F.3d 440,
447 (5th Cir. 2005)). The Mello decision (which applied federal law applicable to ERISA
claims, not Mississippi law) does not change the result here. Mello, 431 F.3d at 444-45. That
case recognized that informal documents are sufficient to form the basis of a material
misrepresentation in the ERISA context. 1d. at 445. The misrepresentation at issue here,
however, is not even an informal document but is direct correspondence from the Windpool
bearing the official imprimatur of an “Attorney’s Opinion.” The Mello decision also is factually
inapplicable because the Welcome Packet, unlike the ERISA plan at issue in Mello, does not
define the core phrase “essential property insurance.” The Welcome Packet document makes
only generalized, ambiguous statements about “property insurance,” but it does not address the
actual terminology at issue and does not correct the misrepresentation or give any indication that
the Windpool’s misrepresentation was indeed false. In fact, the Windpool makes a noticeable
effort to avoid using the key term—essential property insurance—throughout its argument. See,
e.g., Appellee’s Mot. for Reh’g at 14.

As Arrowood explained at length in its briefing on appeal, the other information cited by

the Windpool, such as the second true-up letters to member companies, fail to correct the
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Windpool’s misrepresentation. The Windpool refers to a vague statement in its August 2012
letter that stated “[e]ach member company participated in the profits or losses of each policy year
... with credit modifications for voluntarily writing property [sic] with wind coverage” in the
coast area. Appellee’s Mot. for Reh’g at 10 (quoting Aug. 16, 2012 Ltr. at p. 2 (R. 1:104) (R.E.
136)). This does not address the definition of essential property insurance, and the sentence is
frankly ambiguous because it refers only to “writing property” in the coast area, without any
reference to insurance or premium.

The October 2012 letter fares no better. The Windpool’s citations in the Motion for
Rehearing are to the textual description of the undated, historical bulletin attached as an exhibit
to the letter. The full sentence, that the Windpool separates into two bullet points, reads: “This
bulletin contains instructions for the reporting of (1) excluded ‘Farm Property’, and (2)
“Voluntary Coastal Wind and Hail’ premiums for credits.” Oct. 25, 2012 Ltr. at p. 1 (R. 1:143)
(R.E. 164); see Appellee’s Mot. for Reh’g at 10. This reference to voluntary coastal wind and
hail premium does not touch on the material question about the definition of essential property
insurance. Regardless, the Windpool’s theory misses the point. Arrowood was not concerned
with “exclusions,” it was instead concerned with the fundamental question of what constitutes
essential property insurance in the first place. Nothing the Windpool said corrected its
misrepresentation that excess insurance was not essential property insurance.

B. The Court’s Opinion is consistent with Mississippi law.

In recognition that it failed to correct the misrepresentation, the Windpool
mischaracterizes Mississippi law as absolving it of its misrepresentation because some “later-
provided information need only put the claimant ‘on notice’ that the previous representation may
have been incorrect.” Appellee’s Mot. for Reh’g at 11 (quoting First Nat’l Bank of Laurel v.

Johnson, 171 So. 11, 14 (Miss. 1936)). The Windpool also claims, without citation, that
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Mississippi law only requires that “the correcting information address[] the same subject .. ..”
Id. at 13. Mississippi law does not support this extremely lenient standard advocated by the
Windpool.® The Windpool cites numerous cases where the facts either did or did not support a
conclusion that the misrepresentation stood corrected. Arrowood sees little point in addressing
many of these cases as their particular facts have no bearing on this Court’s Opinion. The
Windpool’s description of a few of the cases, however, warrants clarification.

The Windpool relies heavily on Holman v. Howard Wilson Chrysler Jeep, Inc., to argue
that Mississippi law tolerates misrepresentations if mere notice is given that something might be
wrong. Appellee’s Mot. for Reh’g at 11 (citing 972 So. 2d 564 (Miss. 2008)). The Windpool’s
reliance on Holman is misplaced, and its understanding of that case’s holding is incorrect. The
Holman decision did not involve an affirmative misrepresentation, as the Windpool suggests, but
a dispute over whether a car dealer was required to disclose a new “demonstrator” vehicle had
been wrecked. 972 So. 2d at 567-70. The Court also did not hold, as the Windpool suggests,
that the plaintiff’s reliance on the non-disclosure was unreasonable based on the language in the
purchase contract. Appellee’s Mot. for Reh’g at 11. On the contrary, the Court reversed
summary judgment that had been granted for the dealer and found a question of fact as to
reasonable reliance. Holman, 972 So. 2d at 5609.

The Windpool also cites Genesis Air, LLC v. United States as “denying summary
judgment because representation not addressed in any way by documentation.” Appellee’s Mot.

for Reh’g at 12 (citing 2011 U.S. Dist. LEXIS 84442, at *25 (N.D. Miss. Aug. 1, 2011)). Thisis

® The Windpool apparently thinks, however, there ought to be an exception to its duty to
exercise care in the statements it makes. This is a particularly alarming thought since the
Windpool is a statutorily-created entity serving the public interest and dealing with member
companies that have been compelled into Windpool membership. See Opinion at 26 (stating
that the “Windpool’s decision to reply to Arrowood with an erroneous attorney’s opinion
evidences a lack of that ‘degree of diligence and expertise’ that the public is entitled to expect of
the Windpool.”).

{IX215343.6} 9



an incorrect summary of the district court’s ruling in Genesis Air, and that case contradicts the
Windpool’s theory that the law should require only that notice that something might be amiss. In
Genesis Air, the plaintiff sued his former attorney alleging that the attorney failed to give
sufficient notice to release federal IRS liens in connection with a foreclosure and that the
attorney misrepresented that proper notice had been given. Genesis Air, 2011 WL 3296088,
2011 U.S. Dist. LEXIS 84442, at *2-5. The former attorney argued that the plaintiff’s reliance
was unreasonable because any statements made before the foreclosure sale merged into the
trustee’s substitute deed. 1d. at *24. The Court disagreed and refused to dismiss the
misrepresentation claim because the “trustee’s deed is silent regarding notice” and “there is
nothing in the trustee’s deed that would render [the plaintiff’s] reliance on [the former attorney’s]
alleged pre-sale statement unreasonable as a matter of law.” Id. at *25. The Genesis Air
decision supports the Court’s Opinion because, just as the trustee’s deed was silent as to notice to
the IRS, so too was all the information sent by the Windpool silent as to whether excess
insurance constituted essential property insurance (or was eligible for voluntary writings credit).
Another example of a case cited by the Windpool that actually supports the Court’s
Opinion is Mladineo v. Schmidt, 52 So. 3d 1154 (Miss. 2010). The Mladineo decision addressed
whether an insurance policy corrected an insurance agent’s prior misrepresentations. Id. at
1156-57. The agent supposedly told the plaintiffs they had purchased a “hurricane policy” that
covered all wind and water damage from a named storm. 1d. The agent also supposedly told the
plaintiff’s they were not located in flood zone, and the plaintiffs did not purchase separate flood
insurance. Id. at 1157. The Court affirmed dismissal of the claims that the agent misrepresented
the policy covered all wind and water damage because “the alleged assurances of coverage by

[the agent] . .. directly contradicted the plain language of the policy.” Id. at 1166 (emphasis
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added). The Court, however, reversed dismissal of the misrepresentation about being in a flood
plain because that was not addressed in the policy language.
The Windpool also incorrectly characterizes the Court’s Opinion as “expansively holding

that previous representations must be explicitly referenced before they can be corrected.” Id.
(emphasis supplied by the Windpool).” The Windpool’s failure to cite the Court’s Opinion is not
surprising, because that is not what the Court held. The Court did recognize that none of the
Windpool’s subsequent statements contradicted the Attorney’s Opinion, but the holding on this
point was as follows:

In short, we see nothing in these letters that would alert a member

that excess policies are a basis for voluntary-writings credit, when

that member previously had been told the opposite. Accordingly,

we reject the Windpool’s argument that “[a]ny mistaken

information that may have existed as a result of the September 29,

2005 facsimile was corrected in the August 12th and October 25th
letters.”

Opinion at 125 (emphasis added). That is, the Court found that nothing sent by the Windpool
would have alerted anyone that the misrepresentation about excess insurance was false.
Nonetheless, the Windpool’s dramatic assertion that the Court’s Opinion overrules 80
years of precedent is in sharp tension with Mladineo. That decision held that the plaintiffs could
not reasonably rely on misrepresentations that “directly contradicted the plain language” of their
insurance policy. 52 So. 3d at 1166. This Court’s Opinion did not require the Windpool to
“explicitly reference” the prior misrepresentation (as the Windpool claims). But even if it had,
the Mladineo decision would support such a requirement because that decision found the

plaintiff’s insurance policy “directly contradicted” the insurance agent’s misrepresentation.

"It is also worth noting that the Court’s opinion did not hold that the Windpool had
committed a tort. See Appellee’s Mot. for Reh’g at 3 & 6. Instead, the Court recognized that the
Windpool’s deadline was subject to equitable exceptions, and that equity justified tolling the
deadline because the Windpool misrepresented a core definition regarding essential property
insurance. Opinion at { 26.
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Thus, there is no basis for the Windpool’s bold assertions that the Court has adopted a “radical
new standard.” Appellee’s Mot. for Reh’g at 15.

Arrowood was entitled as a matter of law to receive credit for essential property
insurance written in the coast area for the perils of wind and hail. The Windpool misrepresented
that excess insurance was ineligible for voluntary writings credit. Equity requires that the
Windpool’s unilateral deadline be tolled in light of its misrepresentation and that Arrowood be
allowed to submit its voluntary writings data to the Windpool to claim the credits the law says it
should receive.

C. The Windpool’s other arguments challenging reasonable reliance fail.

The Windpool raises other arguments in an attempt to suggest that Arrowood’s reliance
was unreasonable. Each of these arguments fail.

The Windpool seizes on Arrowood’s alternative assertion that excess insurance was not
subject to assessment to claim Arrowood could not have reasonably relied on the Attorney’s
Opinion. Appellee’s Mot. for Reh’g at 15. The Windpool understates the import of its own
misrepresentation. If the Attorney’s Opinion is taken at face value, then excess insurance written
in the coast area would be ineligible for voluntary writings credit and excess insurance would not
be subject to assessment because neither would constitute essential property insurance. The
Windpool’s misrepresentation engendered confusion on both of these points, and the fact that
Arrowood also believed excess insurance to be non-assessable does not change the fact that it
also thought excess insurance was ineligible for voluntary writings credit. The Windpool should
not be permitted to try and capitalize on the confusion caused by its own misrepresentation.

The Windpool also claims Arrowood should have known the Attorney’s Opinion was
false. Appellee’s Mot. for Reh’g at 14. As a preliminary matter, the Windpool’s argument that

the misrepresentation was obvious raises the question why the Windpool misrepresented the
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definition of essential property insurance in the first place. In any event, the Windpool’s
argument again misses the mark because a comparison of the Attorney’s Opinion to the statute
cited by the Windpool never addresses the actual issue: Whether excess insurance constitutes
essential property insurance. There is no reason why Arrowood should have doubted the
veracity of a document titled “Attorney’s Opinion” sent “From The Desk of” the Windpool’s
own Jim Redd.

The Court should reject the Windpool’s efforts to detract from its own material and false
representation about the definition of essential property insurance and deny the Motion for
Rehearing.

I11.  The Court should not defer to the Commissioner on matters of equitable tolling.

The Court’s Opinion correctly gave no deference to the Commissioner because the
Opinion addresses jurisprudential matters of equitable tolling that are outside the scope of the
Commissioner’s limited expertise.

Arrowood briefed the reasons the Commissioner should be given no deference in its
appeal, and it will therefore only briefly address these points again. The Court typically does
give deference to an agency’s interpretation of its governing statutes and regulations, but
deference is not given to an agency’s interpretation of case law. Miss. Methodist Hosp. &
Rehab. Ctr., Inc. v. Miss. Div. of Medicaid, 21 So. 3d 600, 606-07 (Miss. 2009) (“An agency’s
interpretation of a rule or statute governing the agency’s operation is a matter of law that is
reviewed de novo, but with great deference to the agency’s interpretation.” (emphasis added));
Miss. Bd. of Veterinary Med. v. Geotes, 770 So. 2d 940, 943 (Miss. 2000) (“Deference is given
to only an administrative board’s knowledge within its own area of expertise, or afforded to an
administrative agency’s ‘construction of its own rules and regulations.”” (citation omitted)).

Moreover, even when deference is appropriate, “the Court does not defer to an agency’s

{IX215343.6} 13



interpretation in the sense that it yields judgment or opinion.” Miss. Dep’t of Revenue v. Isle of
Capri Casinos, Inc., 131 So. 3d 1192, 1194 (Miss. 2014). The reason being that “[t]he ultimate
authority and responsibility to interpret the law, including statutes, rests with this Court.”
Diamond Grove Ctr., LLC v. Miss. State Dept. of Health, 98 So. 3d 1068, 1072 (Miss. 2012)
(citing Queen City Nursing Ctr., Inc. v. Miss. State Dep’t of Health, 80 So. 3d 73, 84 (Miss.
2011)).

The Court’s Opinion determined that the Windpool’s deadlines are not “immutable” and
that they are “subject to other mitigating principles of law.” Opinion at § 26. Specifically, the
Court determined that the Windpool’s deadline was tolled as to Arrowood because of the
Windpool’s misrepresentation. This has nothing to do with interpretation of the Windpool’s
governing statutes or regulations. Indeed, the Windpool failed to follow the Court’s earlier
instructions “to ensure that all of these issues have been addressed specifically by statute or by
their own plan of operation.” Union Nat’l, 86 So. 3d at 228. Thus, the Court correctly gave no
deference to the Commissioner’s decision. In any event, even when deference is given but the
“*administrative agency errs as a matter of law, courts of competent jurisdiction should not
hesitate to intervene.”” Sherman v. Miss. Emp’t. Sec. Comm’n, 989 So. 2d 398, 400-01 (Miss.
2008) (quoting Grant Ctr. Hosp., Inc. v. Health Grp. of Jackson, Inc., 528 So. 2d 804, 808 (Miss.

1998)) (emphasis omitted).

CONCLUSION

The Windpool has already briefed, and the Court has already rejected, the arguments
raised in the Motion for Rehearing. The Court’s Opinion correctly held that the Windpool
misrepresented that excess insurance was not essential property insurance, and that this

uncorrected misrepresentation tolled the second true-up’s deadline as to Arrowood. The Court

{IX215343.6} 14



should deny the Windpool’s Motion for Rehearing and issue the mandate so that Arrowood may

claim its voluntary writings credit in accordance with the intent of the Mississippi Legislature.

Respectfully submitted, this, the 23rd day of August 2016.

H. MiTCHELL COWAN (MSB No. 7734)
KAYTIE M. PICKETT (MSB No. 103202)
ANDREW S. HARRIS (MSB No. 104289)
JONES WALKER LLP

190 East Capitol Street, Suite 800 (39201)
P.O. Box 427

Jackson, MS 39205-0427

Tel.: (601) 949-4900; Fax: (601) 949-4804
mcowan@joneswalker.com
kpickett@joneswalker.com
aharris@joneswalker.com
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The repoits presented herein are prepared selely for the ‘confidential use of our
subscribers. They are based on each insurance company’s sworn annual financial
statement as prescribed by the National Association of Insurance Commissioners and
as filed with the Insurance: Commissioners of the states’in which the companies are
licensed to do business. These statements are presented in accordance with statutory
accounting requirements and:are the official financial statements 'of the life/health and
property/casualty insurance companies.

g1y

In addition, our reports may include supplemental information obtained by us, -
such as data supplied in response to our questionnaires; data contained in state exam-
ination reports; audit reports ;zplzgengred; lgx‘i éertifie’d:\public” accountants; loss reserve yl
reports prepared by loss reserve specialists; annual reports to stockholders and poli- i
cyholders; and reports filed with the Securities and Exchange Commission. Meetings
between A.M. Best senior staf pefwnfl;é_lg and company management also provide !
additional and valuable in-depth information on the company’s current performance
and future objectives.
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While the information obtained from these sources is believed to be reliable, its
accuracy is not guaranteed. We do submit the data to a rigorous, computerized cross-
checking routine to verify its arithmetic %ccuracy. However, we do not audit the com-
pany’s financial records or statements and therefore cannot attest as to the accuracy
of the information provided to us. Consequently, no representations or warranties are
made or given as to the accuracy or completeness of the information presented here-

in, and no responsibility can be accepted for any error, omission or inaccuracy in our
reports.
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Best’s Ratings reflect the'A:M. Best Company's opinion baséd on a comprehensive
quantitative and qualitative evaluation of a coxhpgnyfs balance sheet strength, operat-
ing pétformance and Business profile. Ratings may:be changed, suspended or, with-
drawn at any time for any reason at the sole discretion of A.M. Best Company. These
ratings are not a warranty of an insurer’s current or future ability to meet its con-
tractual obligations, nor, are they a recommendation to,buy, ‘seill‘ orhold any security,
AM. Best' Company is ‘not éngaged in' thé offer-or $ale of any security and'does not
provide investment advice of any kind. Further, any and all ratings, opinions and infor-
mation contained herein are provided “as is,” without warranty of any kind, express

or implied. A.M. Best receives compensation for its interactive financial strength rat-
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ALLEGHANY INSURANCE HOLDINGS

of loss agreement and aggregate excess treaty. Catastrophe reinsurance is kept
in place to-help guard against major losses from severe winter storms. The
largest exposure on any one risk is $100 000, which is conservative relative to
the company’s surplus.

CEDED REINSURANCE ANALYSIS ($000)

Company - ——Tndustry Composite——
Ceded Bus. Reins. Ceded Bus. Reins. Ceded
Period Reins. Ret.  Recov.to  Reirs:to  Ret. * Recov. to Reinis. to
Ending Total (%) PHS(%) PHS(%) (%) PHS(%) PHS (%)
1999 3,829 799 17.7 29.2 69.7 56.4 94.4
2000 3,344 806 14.5 274 68:1 68.4 116.9
2001 2,785 . 808 11.6 239 72.6 97.1 135.6
2002. 2,947 - 82.0 12.4 26.9 64.5. 1052 160.3

2003 2,892 860 12.0 233 728 79.3 119.1

2003 REINSURANCE RECOVERABLES ($000)

Paid & . Total
Unpaid Unearned Other Reins
Losses '[BNR Premiums Recov* Recov
US Affiliates. .oo.ioiouipons 288 368 1,143 0 1,799
IR E T O 525 930 32 At 1,487
Total (ex USAfﬁls) R 525 930 32 1,487
Grand Total.. 813 1,298 1,175 3,286

* Includés Commlsswns less Funds Wlthhcld

INVESTMENT LEVERAGF ANALYSIS (% OF PHS) -

Industry

Tl el ——Company : Composite
Class Real: + ' Other Non-Affil. : Class

Period  3-6 Estate/  Invested . Common Inv. . Affil 3-6  Common
Ending  Bonds Mtg Assets Stocks Lev. Inv.  Bonds  Stocks
1999 BALL e T 38.6 38.6 11.0 4.3 73.0
2000 4 s i 47.3 473 ILS 47 709
2000 2:5 i\ 39,1 416 11.8 527 15331
2002 [ T o 374 39.1 22 63  4Ls’
2003 8 328 28 105 48 350

v

H 4
REINSURANCE PROGRAMS
The largest net amount insured on any single property and.casualty risk is
$100,000. Three-layer excess of loss agreements recover property risks above
$100,000'to '$14000,000, ‘and ¢casualty tisks above '$100,000 to'$1{500,000,
Casualty ' clash protection recovers an' additional $2,000,000 excess, of
$1,000,000. Catastrophe reinsurance provides’95% of $1 200 000 excess of

$300 000 $175,000 excess $125,000 ‘for. Monroe only and 100%. of
catastrophe losses’ above$1,500,000. Aniaggregate excess treaty recovers |

95% of-$1;000,000of aggregate losses above 73% of net premium earned.
Reinsurance is purchased through Guy Carpenter, the-lead: remsurer is Arch
Re. i3 e

) T

CONSOLIDATED BALANCE SHEET
(at Dgccmber3l, 2003) .
e dasyiis , . ADMITTED ASSETS ($000)

12/31/03

12/31/02 03% 02%
Bords. i 13,191 11,484 59.2 56.0
Preferred stock . L4103 103 0.5 0.5
Common stock 4,084 4,090 18.3 19.9
Cash & short- tcrm mvest it 1,045 479 4.7 23
Réalestate, offices .....oroeene 1310 1,340 59 & 6.5
Total invested assets < 19,732 - 17,495 88.6 853 |
Premium balances ... 1,664 2,052 7:5 10.0
Accrued inerest, ., 265° v 251 1.2 1.2
All other assets, . ..... 607 700 i) 34
Total assets,, ., 22,269 20,499 100.0 100.0
LIABILITIES & SURPLUS ($000)
12/31/03 12/31/02 ’03% 02%
Loss & LAE £eServes ,.........ccimiiianin 3,164 2,785 14.2 13.6
Unearned pre'miums priRcarsskidimhLad oL S8t 4,700 24.1 22.9
All'other liabilities .. 13 1,315 2,069 5.9 10.1
Total hablhtles S 9,836 9,554 44.2 46.6
Totalpollcyholders surp!us 12,433 10,945 55.8 534
Total llablhnes&surplus.... 22,269 20,499 100.0 100.0
132 — Best's Ratings & Reports as of 07/22/04 —
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CONSOLIDATED SUMMARY OF 2003 OPERATIONS ($000)

Funds Provided from

Statement of Income 12/31/03

* Operations 12/31/03
Premiums earned ... .. 7,964 Preminms collected ... ... ... 8,938
Losses incurred.... 3,337 Benefit & loss related pmts ... 3,340
LAE incurred ... b 1,225 Net trénsfers to accounts......., 0
Undrw expenses incurred ... 3,269 Undrw expense paid ... ... 4,261
37 3 3 § 9¢
Net underwriting income ........ 131 Undrw cash flow ......coeceen. 1,337
Net investment income, .......... 623 Investment income ....., = 683
Other inconie/éxpense............ 154 Other income/expense............ 154
Pre-tax oper income .. 908 Pre-tax cash operations., ., ... 2,174
Realized capital gains.............. 437 {
Income taxes incurred... .......... 296 Income taxes pd (recov)............ 230
Net income ......ccoveverneener 1,048 Net oper cash flow ............. 1,943

ALLEGHANY INSURANCE HOLDINGS '
. Wilmington, DE © |, ‘
375 Park Avenue, New York, NY 10152 ., -
i il Web: www.capitolindemnity.com
Tel: 212-508-8118 | J l*ax 212—759 8149
AMB#: 18640 :

Pubhcly Traded Corporatlon Alleglmny Corporatmn NYSE: Y
. KEY I‘[NANCIAL INDICATORS (5000),
Statatory Data AL e e
) Direet " Net ! Pratax T 0TH Tl Total Palicy-
Period  Premiums  Premiums Opcralmg T Net 00 Admitted holders™
Bnding [+ «Written |11, | Writtens. | i Incomeriir iIncome st 11 Assets 1/ Surplus
1999 0. 1 84460 [r2sie80;193:00 1111116,286. | & 1 1116,995 11226,039 '117.1:196,436
20000117 11100,104 441 793,892 6,465011" 11132361111 11249914 112,585
20016 it 1254407 Si112,3450 (L4;1661171 IL10702 1100 11279,949° 120,356
2002 145,753 132,233/ 101MIL15,543 1 IELE BRG ! 352,263« 154,251
2?03’” ROK 774 085{ 782 50(; 65,864" 9;473 L l',881,276 1111734,997
¢ 3 9 Siag v | S I i !
isigits Wi CORPORATL' OVERVIEW

"Allcghéhy Corpoi‘ziuon is' engaged through it subsidlarles Alleghany
Insurance Holdings’ LLC (AIHL), World Minerals Inc. and Heads and Threads
Intérnational'LLC; In’ the busmesses of in§urance, ‘industtial minerals and
industrial 'fasteners respecnvely 'Kileghany’ Corporanon is a publicly traded
company on'the New Yotk Sock Exchanige and operates uiider the’ symbol ¥
AIHDSs  insurance subsidiaried’ dlsa> mcfude itwo “sepdftely " rated " units,
Alleghany. Insurance and RSUI Group, in addmon to Darwm Professnonal
Underwriters. '

+On January 4, 2002 AIHL ‘completed the acqulsmon of ' Capitol
Transamerica Corporation (CTC) for $182:millioh. In addition, on January 3,
2002 « ATHL/ purchased - Underwriters ¢ «Insurance Company, | a
Nebraska-domiciled insurancé’company'-licensed: in all 50. states, for
approximately:$40 million; where the seller retainéd all liabilities that-existed
at the:timé-of thesale," The change: in Underwiiters Insurance Company’s
‘name to Platt¢ River Inisurance Company -was approved by its state of domicile

‘on May '8,:2002:  ATHL wholly‘owns CTC and Platte River.. CTGC}:in‘turn,

owns 100% 6f Capitol Indemnity Corporation (CIC), which.owns 100% of
Capitol Specialty Insufance Company (CSIC). CSIC was . previously an
affiliate of CIC; however, in the first half of 2002 ATHL received approval to
transfer CSIC under the ownership of CIC. Capltol Insurance Group, the rated
entxty forithe *Ghpitol ‘Transametica. companies ‘and Platte ‘River; has' an
inter-company pooling arrangement, whereby CIC and Platte Rivet, pool-ail
their business with CIC retaining 90% of the total results and Platte River
accepting the remaining 10%. 'A reinsurance agreement between CIC and
CSIC also exists, where'CIC retnsures:90% of CSIC’s'busingss: In'addition to
CIC, CTC owns: Capltol Facilities Corporation, an insurance agency.- Capitol
Insurance Group writes a complete pottfolio-of specialty lines of commercial
property and casualty insurance coverage as well as fidelity and surety.bonds.
CIC-operates on: an-admitted basis:in the majority of the ‘states and-on an
excess and* ‘surplus’ lines basis! in*Georgia, while ‘CSIC writes: excess and
surplus lines:'in thesmajotity of thestates:(45).. CSICi continues to’ seck
admission to other states (6) on an excess and surplus lines basis wh1ch allows
the flexibility-to offer new programs-including errors and omissions, D&O
medical'malpractice and’miscellaticous professional liability at competitive
rates. Platte River operates on an admitted basis in 50 states and District.of
Columbia. It currently writes fidelity'and surety business as-well ds director
and officers (D&O), errors and omissions (E&O) and medical malpractice
coverages. Darwin Professional Underwriters, which is wholly owned by
ATHL, began writing directors and officers (D&0), and errors and omission
(E&O) coverage in 2003 on CSIC-and Platte River paper.
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cquired Royal Specialty Underwriting, Inc.
2003, AI(I;[e[;w{;l'it(ilng agency, renewal rights to the ongoing
aging ‘én Royal Specialty Underwriting Inc. and the related
x “hortfolio for $115 million. To support . future
hss U reserve por ;s :
cf °f premi m itten, ATHL also purchased Underwriters Reinsurance
underw! .« Re America Corporation. Shortly after.the
Swiss R ;
C from,,re_named RSUI Indemnity Company and Royal
C't}’égs'lnc, was re-named Resurgens Specialty Underwriting
hling = of the transaction, AIHL did not acquire any loss
gUJ Inc.) 4 with business previously produced and earned. by
g ass‘Oc‘atio support future business to be underwritten, Alleghany
SEEY = s, AlSO, ; t approximately $513 million. To
NS, Company at app Y 2
Resire SU,I,AIP(? EIE;;235'66 be underwritten, ATHL acquired Landmark
arance Company o1 B e KU Group
; enanos -mately $65 million. The rated entity, JT Group, 18
Amicris dwm“iyplprl?l)élemn?ﬂig and its wholly owned reinsured subsidiary,
e P of RS‘“ ctively the group underwrites - monoline commercial
Landmark. ! Colleas various lines of inland marine, general liability,
l,(‘q{wri)’, L -e:fliabili‘)’, directors and officers  liability, and professional
i )1—9lli|/c§° \nce. Business is produced-exclusively through approximately
liubihtly ';lbﬂi in£ermediat'ies country-wide. Key'classes of each line of
150 Ayhotesalc = - multi-location layered programs, builders risk,
. s include: Property - I - .
blsiness i0¢ intercuption; . Umbrella/Excess - contractors
nd l’“{",?,:?/%}jhblesla'lei-éldpés"tr’ibutofsj and public entities; General Liability
manufactute ing/processing, wholesalers, and: distributors; Directors and
%) 11):\111"“?‘1‘)‘?]'i : _p mosticlasses of business, with'a limited desire for Fortune
Oﬂif"rs li ;cq-yPi'bfessibnal Liability -2 new line of business for RSUI Inc.,
500“0'.‘11]"“;3" ot miscellaneous errors and ‘omission (E&O), tethnology
thmr “iéouz\‘l l%ability and some other non-standard classes. | , ‘
et business’in the states of Texas and Oklahoma on the paper of

Csl]lglfllu\:;‘;:fxsated company. This business is reinsured 100% back to RSUL
(110 10 CORPORATE STRUCTURE! !
AN EOMPANY NAME DOMICILE % OWN
$8104  dlleghany Corporation NY 13
8003911 Alleghany Ins:fldgs LLC. | DE ; 100.00
S Capirol Transdmerica Cotp W1 vl 100,00
00238 iCapitol Indemnity Corporation Wi { 100.00°
01960 |+ Capitol Specialty Ins Corp tis wWE o o 100:00
12488+ Platto River Insurance Company NE f 100:00"
12603 1. RSULIndemnity Company NH 100:00
12619 ., ., Landmark AmericanTns Co g OK 100:00
’ L z h 1
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o1 ALLEGHENY CASUALTY COMPANY ;.01
1 \:'&85'icge(5)tﬁ]l}1t§treet, Meadville; PA 16335 0 1 /10
el §14-336.2501 AU ‘;Irox:l-116,MeadV|lle, PA«.1633€“‘:XSI~‘;:?;31642‘;

AMB#: 100107 :
FEIN#: 250315340 mlcg.-,‘1§z§5)

BEST’S RATING U 00

Based on our opinion of th '

?f:t:‘\l}i}{ll;g of A- (Excellent
R8sV, Re IR, . J
System ang g:;&gi:’r‘f”f“e for a complete explanatmn of Best’s R'at.mg

a0 RATING RATIONALE
a"ultmg Rationale: The 1
liq(u l«(){:ga(t;r[}rg el

. Offsettiiy, it ir
e concenttrl;tgt ©S¢ positive rating factors is the:company’s significant

ating reflects the company’s continued underwriting

e company’s Financial Stréngth, it is assigned a |
). The company’s Financial Size Categoryis |

ty, secure capitalization and favorable balance sheet

Writing (i 10 Sy Al :
Titing this busines S“ and above average expense ratio which is inherentwith -

Int

““‘Ckhold
Conpayy g rﬂt%lgdgr&?lzgﬁl;{smt i{j parent. Nevertheless, A.M. Best views the
‘Q_r““l‘igrec P “Stabvle. 5

Xpa 0gniy sk s

r&r:\,:m“’] egnbl;-ﬁs tl?e company’s highly specialized niche underwritig
mxd;“‘l"“"Ds and the ond market, its long-standing general ‘agency
Breri s the iag Mited-liability inherent in writing this business. 'In
Vetage mséasas Continued its geographic expansion which has
e (e Henr ) ures stightly, -albeit, still in ling ‘with peer group
dlsmbutiom bc?m, Stockholder dividends are éxpected to continue
“OWned p, - CNE Used to retire the shares of common stock in its

£ Wy + Parent : : .
| behing its pétg:esmm Group. Further, operating returns continue
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ernal surplus growth has also been hampered by |

ALLEGHENY CASUALTY COMPANY

FIVE YEAR:RATING HISTORY
< Rating as of July 22, 2004: A~
i Best's: Best’s
Date Rating - Date Rating
06/17/04 A- 06/20/02. ' A-
11720003 A- 06/21/01 - A-
<06/18/03  A- 04/19/00 A-
02/21/03 A-
. KEY FINANCIAL INDICATORS ($000)
Statutory Data:
Direct Net * ‘Prefax Total Policy-
Period  Premiums  Premiums  Operating ‘Net: Admitted holders’'
Ending Written Written Income : Income Assets - Surplus
1999 12220 12,20 1,634 1,143 23,155 13,294
2000 12,929 12,929 1,374 ! 954 23,975 14,110
290‘1 © 13,625 © 13,468 935 586 23,876 13,204
2002 19,502 19,047 792 506 23,211 12,310‘0
2003 20,628 19,919 716 452 17,121 12,261
——Profitability—— Leverage———— ——Liquidity——
i Iny,  Pretax NA ‘ Overall Oper.
Period  Comb.  Yield ROR Inv NPWto Net  Lig., Cash-
Ending Ratio (%) %) Lev PHS “'Lev. " (%) flow (%)
1999 982 34 q2.7 461 08 L7 2348 " (1033
2000 976 3.6 10.5 455 09 1.6 2430 105.1°
2001 g7 HORRL sl glpiiiniiig g IHIVSERINL g gid igngip M- Vogig i
2002 7okl R U SRR b LT IS S TS LR T
g ~ AT Kott) g T3 S MlgRMSHAGEAHE sl ilelgayart gyt
SYr e 971 3.0, 10 [ edieniy

(*) Data reflected within all tablés of this report has been compiled from the company-filed
statutory statement. Within several financial tablés of this report; this compahy: s compared
against the Professional Fidelity, & Surety Writers. . gl 00 ! i \
] X sk Byt ety ebud et

BUSINESS REVIEW et oo e

Allegheny Casualty Company primarily writes balil surety bond business in
eighteen states, is licensed ,in, thirty;states and is: pending license in other
tertitories. Business is primarily offered through eight independent general

. agencies who,in turn,;contract with appointed bail.agents, The general agents
. indemnify; the company_for all losses. General agents have authority to issue
| bonds andseitle claims on behalf:of the company... Quarterly ; reports;are

provided tosthe company by the uriderwriting managers indicating all bonds
issued. The‘compahy has maintained long-term contractual relationships with

. theimajority of itsigéneral agents approximating close to 30 years. In 1995; the

cotifpany appointéd Associated Bonding and Insuranc¢e Agency.to process and
monitor its¢ California business: In 2003," the’ company ‘transferred (its
remaining business to Associated’Bonding,and Insurance Agency which now
responsible for all, processing and administration services of the com;))any.
Bonds'ate issued based oli'independently filédTates 1o 1 il
“ILOn’Yamiary 1,7 1998, "Alleghehy’ Mutdidl’ Casualty *Insurance''Company
teceived  approval': from:* thé”'Peninsylvania | Departirient ' oft Tnsurance “to
redrgatize in a'stock holdifig company strictuielUnder the'plan‘filed with'the
Departiiient ‘6f ' Insurance, 'a “stock' holding '&Gﬁjpa‘ny ‘called The ' Chestit
Grolip,* Inic! (TCG)"\'ﬁa’s"Eré‘zit_e'd."Allé‘glieny‘iMutuéil c‘onyertéd to''a'stock
instirance conipany' Called “Allegheny ! Casualty hstitance Compariy, "2
wholly-owned subsidiaty of the holding company.' The néwly creatéd holding
company '(a 'Delaware" ‘corporation): ' is' owned' by ""eighteen’ ‘eligible
policyholders of the iow defunct mutual; gack receiving a pro‘rata'ownership
interest. AL WG b slicpaina” iR Sady Walmifing: i I 2veig

In2001; the company began writing contractors’ performance and payment
bonds. All of this busifess i$ ceded via' 100% quota share reinsurance
agreement‘,;reducing potential risk to:the company. 4

i e Fo bt

2003 BUSINESS PRODUCTION AND PROFITABILITY ($000)

Y% of Loss

Pure

; —~Pr_eﬁﬁums Written— Total  Loss, ~ &LAE
Product Line Direct . Net “NPW ' Ratio Res,
Surety... 20,628 19,919 100.0 "
All Other p e 43 i ; 23
Totalpa itz tise 20,628 19,919 100.0 0.0 23

Major 2003 Direct Premium Writings by State ($000): California, $9,277
(45.0%); Florida, $3,750 (18.2%); New Jersey, $1,251 (6.1%); Nevada,
$1,123 (5.4%); Texas, $1,085.(5.3%); 21, 0therjurisdictions, $4;142 (20.1%)

, CAPITALIZATION

Capital Generation: Overall, the company’s' surplus position has remained
essentially flat over the five year'period due to two consecutive years of
decline driven the buyback of two deceased shareholders’ stock along with a
preferred stock quaiterly ‘dividend of $30,000. This followed three years of
consistent moderate growth.: The company expects the level of dividends to
remain steady over the near term as well as continued payouts for shareholder
buybacks. In the first quarter of 1998, the company completed its plan.of

To view a company's complete BEST'S COMPANY REPORT,
refer fo BEST'S INSURANCE REPORTS on. CD-ROM,
or go online at www.ambest.com/bir
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IMPORTANT NOTICE

The reports presented herein are prepared solely for the confidential use of our
subscribers. They are based on each insurance company’s sworn annual financial
statement as prescribed by the National Association of Insurance Commissioners and
as filed with the Insurance’ Commissioners of the states in ‘which the companies are
licensed to do business. These statements are presented in accordance with statutory
accounting requiremeénts and are the official financial statements of the life/health and
property/casualty insurance companies.

In addition, our reports may include supplemental information obtained by us,
such as data supplled in response to our questionnaires; data.contained in state exam-
ination reports; audit reports prepared by’ certified: publrc accountants; loss reserve
reports prepared by loss reserve specialists; annual reports to stockholders and poli-
cyholders; and reports filed with the Securities and Exchange Commission. Meetings
between A:M. Best senior staff personnel and Compan%r management also provide
additional and valuable in-depth information on the company’s current performance
and future objectives.

S

, Poisle Dotint
While the information obtained from these sources is believed to be reliable, its )
accuracy is not guaranteed. We do submit the data to a rigorous, computerized cross- {
checking routine to verify its arrthmetrc accuracy. However, we do not audit the com- ;:;!
pany’s financial records or statements: and therefore cannot attest as to the accuracy gl
of the information provided to us. Consequently, no representations or warranties are i |
made or given as to the accuracy or completeness of the information presented here- i
in, and no responsibility can be accepted for any error, omission or inaccuracy in our i
. reports. i

g seionr

Best’s Ratings reflédé.thie A«M Bést Compan&rfssopnnan based on§ a comprehensive 1]
quantrtatrve and %uglrtat1ve eyaluatron of a company’s. balance sheet strength, operat- )
ing performance and bdsmess prdfile, Rdtings may be. changed, suspended or. with-
drawn at any time for any reason at the sole discretion of A.M. Best Company. These i
ratings are not a warranty of an insurer’s current or future ability to meet its con-
tractual oblrgatrons nor, ate they a 1ecommendatron to buy, sell or,hold any security.,
AM. Best Compaz\ry is not éngaged in’ thé offer or sale of - any seéurrtﬁr and 'does not"
provide investment advice of any kind. Further, any and all ratings, opinions and infor-
mation contained herein are provided “as is,” without warranty of any kind, express
or implied. A.M. Best receives compensation for its interactive financial strength rat-
ings from insurance companies it rates.

Copyright © 2004 by A.M. Best Company, Inc., Ambest Road, Oldwick, New
Jersey 08858. ALL RIGHTS RESERVED. No part of this report or document may be
reproduced, retransmitted or distributed in any electronic form or by any means, or
stored in a database or retrieval system, without the prior written permission of the
"“i7p"AM. Best Company. For additional details, see Terms of Use available at the A.M. Best
: Comp;my Web site htip:/www.ambest.com.
t e M
Best’s is a registered trademark of the A.M. Best Company, Inc.
i o s The rating symbols “A-++,” “A+”, “A”, “A-", “B++” and “B+” are registered
A i certification marks of the A.M. Best Company, Inc.

ISSN 1064-7376

PRINTED IN THE UNITED STATES OF AMERICA
~ And produced with Best's Publishing System
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ROYAL AND SUNALLIANCE USA

-MANAGEMENT
tober 8,2003 Cooperativa de Seguros Multiples de Puerto Rico

fch“Ve Royal International Insurance Holdings, Ltd., London, England
BL 4 from he company.
el o1 of t :
 #805 cov ro-conducted separate and apart from other members of the
1 0 pﬂ‘a“m;snc o Group, which is headed in this country by the prominent
i nsur Company of America, Charlotte, North Carolina.’ :
R‘ﬂ,;l] lns}lfangzn of the company’s affairs remain under the direction of
gPlj\dmimst?chief executive officer Victor R. Rios, who had previously held
<idont an ice president (underwriting and marketing). Mr. Rios began his
| &réofﬁce ?gevinsurancé‘industry in 1973, with most of his experience in
[ & = er In dministration.
| saee! iting apd a }
ANALYSIS | de < dent, Victor R. Rios; tive vi ident, Rafael Padial;
nt, Victor R. Rios; executive vice president, Rafael Padial;
= -\NPK" T " ()'mcch‘,P fSlds/ictoriM..GmnEZ; secretary, Hector L. Rivera; treasurer,
Che)  (3000) 2 | vice prelfl ortiz (finance director). f e
(3)2 %;'?79. mﬂ 4 Ramon‘ ‘ Davi d G. Bélzleyi Kelvin Edwards (chairman), Amancio R. Arias
15 27, RSy pireetors oo mon A. Lozada, Carlos E."Lugo, Raul M. ‘Arias Marxuach,
A 38‘-%2 ik Guardio Lfi» Oriiz,. Victor R. Rios Rios, Jose J. Zegarra.

o 3126 3“) { aamon L+ 3

38 1 ey g Ra : :
HYSUS ] REGULATORY
3.8 " : : . : =4 ]

\ R . -ation of the financial condition was made as of December:31,
07 W;ﬁ‘:ﬁsurance@epartment of Puerto Rico. An-annual independent
pment;has ﬂ“ctuaf 0 of_fhe'éompally Is conducted:by KPMG, LLP. ‘An annual cvaluation of

accident yéy 1 (O for unpaid ‘losses’ and loss: adjustment -expenses. is made. by
3y which ifcydenin | e echouseCoopers, LLP : *L.0)
views. Over thefig {tory: The;company s licensed in Puerto Rico, U:S; Virgin Islands. It is
- 'A'lli:)rlitgcl{s'ed in the British Virgin Islands, :

‘ 450 HOODSLE T g

DAR YEAR (§ttg) ) REINSURANCE PROGRAMS | ,
Unpaid Unps #, ¢ company maintains an extensive reinsurance program that consists'of
 Reserves Ry é’o o poﬂioual-aﬂd excess,of loss treaties. The catastrophe reinsurance coverage
@12103  Deviep (AR o increased, to $345M \from 1$295M in theprior year. The largest et
eq o 67T LTS ‘55" ato-amount insured’in anyiriskiis $557,500. Quota; share, treaties are
11EK basel ()ane fitained on' property risk up to'a maximum occurrence limit of $200M.
Gratead | 31‘5?351, © puperty perrisk excess,of loss reinsurance provides coverageiup to $5M with
14400504 ~ {elention of $1 million, The company also maintains a facultative excess.of
g,gg' It 1?10 g 1ass coverape provided on a risk by risk basis, reinsured 100% by its former
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prait; As of 12/31/03;:Royal .and; SunAlliance jceded 69.9% of its gross

1 promiums o reinsurers.

i aore
Yot i BALANGE SHEET): y
; o fill - ARl B0l G0y ) {4
L cen o0 ADMITTED ASSETS (S000) o
3 TP 03 L 1 8 20
241 apis 12/31/02 0%
U ooqde | 0ls07 8.6
16,637 : ll,;858 i) 89
e [ Vil
111,104 103,665 2.5
FAMA 21877835 5, 26,551 19.8
1833 0910 0.7
11,438 2,635 20
; LT 145,252 133,760 100.0
| Lh ) Lt | il 1l
‘LIABILITIES & SURPLUS (3000) ! '
: 12/31/03 12/31/02: '03% '02%
5 34,856 32,238 240 .1
36,589 30908 252 29:8
17 72 0.0 0.1
(‘A{“lni“l‘“iligg i 129,056 17,059 20,09 12.8
1 Ry o 100518 89277111 692 1667
e T 128,960 27,638 19.9 20.7
Al 15,774 16845 ) 109 126
Tagy o it PIUS...,.. Loy 444 44,483 30,8 33.3
Surplus, ... 145,252 133,760 100,0 100.0
S . :
% UMMARY OF 2003 OPERATIONS ($000)
ay ; [
‘ ’M?m‘:l LT Funds Provided from [
ity W‘“med..,_ 12/31/03 Operations 12/31/03
] 38930 Premiumscolleétéd ...t 52,599
»‘L';g““lred._ 17,229 Benelit & loss related pmis ..... 24,386
‘f"hd( p‘"Xesmcu{r'&l - 6,129 Net transfers to accounts. ......-
“fiag“::"flinginmm v TS 19538 Undrw expense paid ... = 16,595
Vg e, 4,044 Undrweashflow. oo 11,618
“’&hx:?_efi'lconw“' w3926 Investment income ... 3,939
2 15\.% Tred T 7,969 Pre-tax cash operations,....... 15,557
L W e SR 7. ) Income taxes pd (£ecoV).., ., 1,196
i 7,490 -Net oper cash flow ,....cccns 14,361
A
Esp

Sy
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URANCE REPORTS—PROPERTY/CASUALTY

© Tel: 704-522-2000

| institutions. A

¢

Royal & Sun Alliance Insurance Group ple’

- ROYAL AND SUNALLIANCE USA
, - Wilmington, DE, el 1 bt
9300 Arrowpoint Boulevard, Charlotte, NC 28273-8135
-~ Web: www.royalsunalliance.com* +
i | i Fax: 704-522-3200
AMB#: 18371 !

i

KEY FINANCIAL INDICATORS (§000)

-—St y Data

Direct Net Pretax Total Policy-

Period  Premiums::. Premiums ; Opecating . | Net Admitted holders’
Ending  Written Written Income Income Assets, Surplus,
1999 14,163,090, ..,2,950,655 163,743 1) 350,861 19,366,512 12,664,198
2000 4,268,657 © 2,993,258 F181,176 1 14378,499 111 9,003,638 .1 2411,719
2001 4,733,338 13,103,820 816,612 ! ':541,7531,:19,646;399 11 1,863,423
2002 5,254,996 13,123,074+ 1 -563,900' ' (1:446;337111 19,435,539 1 111,471,960
2003 4,056,629 875,757 -585,318 291,806 8,981,382/ 111,489,985
——Profitability—— Leverage——— ——Liquidity——

Inv.  Pretax i Overall ~ Oper:

Period  Comb. . Yield ~ ROR Iny NPWto  Net Lig. Cash-
Ending  Ratio (%) /[ (%) i/ Lav TN PHS " M Low, | < 1P (%) flow (%)
1999 1153 6.2 22 1709 st 36 1413 95.1
2000 1219 - 57 -6.1 709 12 3.9 ¥51393 89.5
2001 139.0 53 215 71.4 1.7 57 1283 93.6
2002 1289 49  -19.t 40.5 2, 74 1207 91.2
2003, 168',‘17;‘ o S I L 112 06 S.Z?” 0 - 52?'2
i el el v Ly o e A s ot
(*) Data reflected within all tables of this report has besn compiled through the A M. Best

- Consolidation of statutory filings. Within several finahcial tablés, of this repost, this group is;
B

compared against the Commercial Casualty Composite.| st
o ! o o U

2,06 {19 LTS

ot gsnzaid Hdolis
0L NEA

L M) Jids
it B2 st e &
: i CORPORATE OVERVIEW: it 002
(110n July 19, 1996, Royal Insurance Holdings plt'merged with SunAlLidhce
Group ple, forning a new holding company dalled [Royall &, SunAlliance
Insuiance Group pl¢. The merger, which was Ccorripleted throligh the exchange
of Stock, created one of the largest multi-line ingurérd in the'United Kingdon

LiALh

i (1}

8001

- &s wéll as one of the top insurers in the world.» 7 siiuabil s i)

{iRoyal & SunAlliance Insurance Group ple®offers @ full Array, of insurancé

| Coverages. in over:'130 countries with substantialwritings in the United

Kingdom, United States, Canada, Continenfal' Burope, including Scandinavia'
and the Asia Pacific region. The Royal'& SunAlliancé USA 'Group represonts'

. the'U.S. based opérations of Royal & SunAlliarice Insurdnce Group plc. The'

oOpérations of the 'U.S. group. contribute more’than'25%-0f the worldwidé
property/casualty’ premiums: of Royal & SunAlliance Insirance Group plc’]
which is.the holding company of thie'Royal &' SunAlliance Insurance group'
(“the/group”) of companies. .~ (e plisshal st/ - Gl

" ‘Barnings are evenly distributed between!commercial and personal lines.
While the group’s’ earnings are' ‘predoniinantly!'generated in the United
Kingdom and United States, other sources include international operations'in
Canada, continental Europe and Scandinavia; South America and the Asid’
Pacific region. The property/edsualty products ‘are’ broadly distributed by
agents, brokers and through direct and corporate partnerships with finaniial

(IR

i gl Y

The majority of Royal & SunAlliance’s U.S. property and ¢asualty business
is conducted through the Royal & SunAlliance USA Insurance Pool (“RSA
USA Pool”), which consists of 13 active insurance compafiies that provide
commercial property 'and casualty,” personal “and 'specialty coverages
throughout the country. In addition, there are 11 insurance companies‘that
reinsure their business with member companies ‘of the RSA USA Pool. The
group operates under an intercompany’pooling agreeiment that is led by Royal
Indemnity Company, which functions as the administrator of the pool. Under
the arrangement, all underwriting commitménts ‘of each member of the pool

- are 100% reinsured with Royal Indemnity Company;- which retrocedes to the

affiliated companies specified percentage participations ofithe commitments.
AM. Best acknowledges the strategic role of Royal & SunAlliance USA
Insurance Pool in'the operations of Royal &SunAiliance Insurance Group ple.
Royal Surplus Lines Insurance Company, a separately-rated member of the
Royal family in the U.S., writes on an excess and surplus lines basis through
wholesale intermediaries. Until mid-2003, the surplus lines operations were
managed by Royal Specialty Underwriters, Inc. (“RSUI”), a Royal Group
managing general agent subsidiary. RSUIwas seld to Allegheny Corporation,
effective June .30, 2003, -as: part of the group’s: worldwide strategy to

To view a company's complete BEST'S COMPANY REPORT,
refer to BEST'S INSURANCE REPORTS on CD-ROM,
or go online at www.ambest.com/bir
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ROYAL AND SUNALLIANCE USA

de-leverage the group’s balance sheet and reduce exposures to more volatile BUSINESS REVIEW //
lines of business. Ex1st1ng surplus lines loss reserves and unearned premium ] 708 &
reserves will remain with Royal. 2003 BUSINESS PRODUCTION AND PROF ITABIL]TY (Sogg : ,\SBI“S
) ) : S
In November 1999, Royal & SunAlliance USA Insurance Group acquired . —Premiums Written— T/‘.;&(l }L):g: ik e
Orion Capital Corporation, a specxalty personal and commercial lines writer | Produet Line - Direet. Net .- NPW  Ratio &L\SE © Net AdE
for $1.4 billion plus the' assumption. of approximately $460 million in | priv Pass Auto Liab..... 462,681 435,675 49.7. 627 ! Rcscfo‘f)C
outstanding debt. The acquisition of Orion, whose writings totaled $1.3 billion | Com’l MultiPeril.......... 606,160 279,624 31.9 350 249 b o 0(; -
in 1999, ef’fectlvely doubled the group’s us. property and casualty market | Auto Physical 262,176 232,212 26.5 497 625,&13 9 425 500
presence, placing it among the top 25:U.S, property/casualty writers. The Homcowners ,,,,,, 170,768 163,159, 186, 654 iy ‘0!‘0 3]37 A
Orion ope1ation diréctly. suppoits ‘the ! ‘group’s growth strategy, not only by Comm'l Aulo Liab.. 197 042 145,019/ 16.6 557 3% ol ‘5 8’022
doubling its market share, but also by increasing its.geographic spread of risk |  Allied Lines.. 310,184 56,660 . 6.5 451 263 By 2 638’ 0
and .expanding ;its. presence in certain personal and commercial specialty | Qcean Marine. 66,793 46,418 53 556 183, 0y :«Xﬂ 748,
markets. Most of Orion’s product offerings complemented ‘rather than | jnland Marie 125,248 100 39,546! ¢ 1145 25 02!3 CE)
replicated the group’s product roster, as did its  geographic distribution. Orion | Fire. 0. 0, 285,120 120,678 2:471091°51.5: 2,95
wrote mainly outside'the Catastrophie prone Noﬂheast where much of Royal’s | 0Oth Liab Cl-Made......... 263,769 33,835, 39111554 15,05 I -
business is written. i “Workers' Comp.. 696,676 -158877  -18.1  s5g3) ! 575,534 Ceded
Oth Liab Occur . 382,810 “165,582° 1189 999 ls2sn iod Reins.
In‘addition; a former 100% reinsured pool member,; Connecticut Specialty | Prod Liab Occur, 86,103 226,607 1 259 55.4 1681y &{M Total
Insurance Company, was sold as a shell to'AXIS Spec;alty US Holdings, Inc. | Al Other 141,101 41,667 48 1129 i‘“ g 99 4,022,0:
on'! October ‘1,:2002.. Another RSAUSA member, Royal & SunAlliance Totals.. ALY 4,056,629 875,757, 1000 969 ~Biiy 200 5,024,2
Personal Instrance: Company, was also'sold as shell to AXIS Specialty US | . i 4456615 ’ 2101 5,854,65
Holdings, Inc¢/ on'November 27, 2002. - Plans call for the sale of Landmark Major’ 2003 | Direct ' Premium: Writings by State! (3000): : Calif 0 6,831,54
American Insurance Company to Alleghcny Corporation as a’ shell duringthe | $628,003!(15i5%)yNew York, $399,310 (9.8%); Florida, $301,78) (7 ;f,‘/ | " 9,085,85
latter: part of 2003 ¢ ‘Texas; 1$251,08111(6.2%); North Carolina; = $170,773: (4 2% ” h)' : ; Y
jurisdictions] $2 274, 105 (56.1%);/ anada, $27 383 (0)7 /o), Aggrcgale AN A06RH
; , | $4,195 (0.1%). e
(W il (
a1 CORPORATE STRUCTURE GAPFEAT: GEN"‘RATIOIZ ANA‘,",,{,S,‘,S, Sty i |
i e 8 I ) Th——'rlﬁsour“;"{ “‘_P‘“"G(')‘:;” ET‘ C S Aliates....
i )] £ ot 1 i Ll U i retax ' | ety % g 8, W an ATt ‘Affiliates...
\ L ,',4 : i v 1V | Period Operatmg d Ig,{!a d Contrib, " {‘Ne t'oft in £8 Gms 1! tgﬁ:f:r:\rs
i "W‘ 3 I i Ending Income (y Gains/uc v Capital b {1 ATax st PHS ks [ mls/\ssociauons
WSS ) 19991700 501l 163,743 50 1117124,969 -l 120,5150 47011 26,981 :-1,0341760). 1+ 234!,;» 1y OerNow-S...

AMB COMPANY NAME ! DOMleLE':I %OWN ‘-181 1767 11\ ~69:348 11t I 3T 447 i -39 401, 252,479,

83671 Royal In Holdings ple (COs) " United Kifigdom 100.00 4816,61210) 189,200 ¢ 112144711n 118,051 1 <5429 *-21! ‘(h:mgf:lusmms) """
18625711\ Royal & Sun'Aliance Ins ple’: o [+ 1 /United Kingdom  100.00 2002\\ 82 10 111-563,900 1 114135,048: 1114::1250,000 1101 57,4851 39146300 2101 B T
851861 1 Royal Internal IllsHIdngerd Gl d anilt ¢ United Kingdomi+ 100.00 '2003f {7 «gSBS 313, K31 1249;346'| i 274,548 240179, 449[1 3 18 02Sr i l.i ¢ Includes Commissions
87366 GlobelmuranceCompanth -y MR United Kingdom 110000 : _149 zzof g 234 0% 213077 ;
5004417 1R Overseas Hidngs Ireland #1 Ireland 10000 || i hepiiol T : . INVESTM
50043‘ thes ArrawpmntGeneraIParIner.vhy; DE 100.00 ‘| at g ﬂ’ “0 QUALITY'OF SURFLUS’($000)\l BT "l”"
50012- ' 'Ropal & SunAltiance USA‘I)}C“ Gl DE 100.00 . 2 sy o ¥l %OfPHS § L EA !’m‘"Dmdmd chmmm[m.' llv‘
58869 s RoyalGroup lnc FAYOUTREOY Y DE 100.00 'ff Years!! Ca;ﬁ Stock/: | iy Stock-  Div.To Db-ﬁt‘(;g S Class . Real
0243011 { 1£4:)\| DE 1 10000 | period End'« ¢ [ Contrib) ' ed < holder POI 78 [ - Estaty
ad 00 ) Bermuda, +100:00 Endmg . PHS || Cap., « Di (%) Mig.
Fauatins o1 Bermuda 110000 {11999 2,664,198 g1t 15,515 999.9: 4.9
L ol elf o NY | 100.00 | 2000 2411719 - 85.9 229,940 -16.3 5.8
Globe Indemmty Company {11 1yt DB oo 100.00 2001 1, 863 423 . 1156 ) 8.3
02702+, {11 |11 Rayal Lloyds of Tesas, | o TX e L 1100.00 ] 2002 1471 960 '\ 162.1: X SR A ¢ 9.9
58441, 7 o1 OrioinCapital Corpofation. 1/ 111 {1 (DB v 89.40 11 2003 1,489,985 181 7 301 999 -50,000 85 43.
;11 Connedtiont Indemnity,Co, ¥ ahita CT t11011100.00 { : X
1 Fire & Caspalty Tus Co of €T 551 1 ¢, cT 10000 | 0 | LEVERAGE ANALYSIS :
« Grocers Insurance Company. = |-, . i1OR 100.00 il ”F pany Lo Industry Compu!ﬂi o CON
Secumy Tns Co of Hartford. | # GT. 100.00 Res‘" i
«1OrionAutadne 3 o0\ 2 tirinry €0 3220 | Period NPWito tor i Net Gross.!  NPWto Res. I.ii?
21 = Guaranty National lnsurance Co O . 100.00 Ending PHS'  PHS Lev. Lev. PHS to PHS 3'3
Atlantic Indemnity Company I NC 100,00 | 1999 1.1 L8306 5 1 5188k o P09 i 0 :
. Atlantic SecurityIns Co = NC 100.00 | 2000 1.2 1.9 39 59 1.0 17
it Guaranty National Ins Co,of CT CT 100,00 | 2001 L7 2:6''N5 557 89 ! 1.2 1.9
. Peak Prop & CasIns Corp, | 0. 100,00 | 2002 L B 1 S 7 S 1 1.4 20
¢ Unisun Insurance Company | | SC 100,00 | 2003 06 30 53 11 4 13 19 }s th Mt
, Carolina American Insurance Co SC 100.00 LYS kg ost..,
Viking Insurance Company of W1 . | Wi 100.00 PREMIUM COMPOSI' f ION & GROWTH ANA o {5y lbnwm:‘e"l
Viking County Mutual Ins Co ™ : Period Lin-DPWets=  ——GQRW, 4,?“ S gy, Isset,
Royal Indemnity Company DE 100.00 | Ending (8000) (% Chg)  (3000)." (% Chg) ($000) (% Chz) 9 “hl e ‘ﬂ'es
Marine Indem Ins Co of America NY 100.00 1999 4,163,090 7.8 4,301,536 6.5 2,950,655 4
Royal Ins Co of America |, 1L 100.00 2000 4,268,657 25 4,448,656 34 2,993,258 1
- Phoenix As_s'u.rance Coof NY NH 100.00 2001 4 733 338 109 - 4,812, 636 82 3,113,821 40
Royal Surplus Lines Ins Co | cT 100,00 2002 5,254,996 "11.0° 5,300,753 10.1 3,123,074 0-(3)
Sea Insurance Co of Amer. | NY 40.00 | 2003 4,056,629 -228  4,10839] -22.5 875,757 12,
! Safeguard Insurance Company i CT 10000 | s.vrCAGR L R o R
50067 RSA Overseas (Netherlands) BV ' Netherlands 100,00 | 5. Yr Chg Lm0 T L2 @
50074 RSA Overseas Holdings BV | Netherlands  100.00 AR YEAF:
85816 Codan Insurance Ltd Denmark 71.65 LOSS & ALAE RESERVE DEVELOP.. CALEND gl
85237 Trygg-Hansa AB | Sweden 100.00 ! Jelobed ? Dev Deve]op
03696 . Trygg-Hansa Ins Co Ltd USB MY 2 Calendar (I),r;ss D]:e::roz)es Devteolop : elop : @12/ 3
86223 Sun Alliance Ins Overseas Ltd - United Kingdom 100.00 Year Reserves  Thru'03 Ong (%) PHS(%) NPE(/") 000,
84398 -Tariff Reinsurances Ltd \ United Kingdom 100.00 1998 4,768,277 4,920,620 3.2 164 1’261'
11249 Taxiereinsumces L USB ., NY ' 1999 4673904 5319416 138 24 2 183. 5 5353 5
i 2000 4,428,752 5,370,236 213 39,0 lggg !
The rest of Orion Capital Corporation, OrionAuto, Inc, and The Sea Insurance Company-of 2001 4,734,488 5270,320° 113 5 288 177
America are owned by rfther afffﬁaws Viking County Mutual Insurance Company is ovll)neg by 2002 4,863,314 4,464,662 82 211 1508 _4:2

its policyholders and managed by Viking Insurance Company of Wisconsin. 2003 4,228,685 4,228,685 G 2669

i i t 1 / ; R
3522 — Best’s Ratings & Reporis.as of 07/22/04 — 2004 BEST’S INSURANCE REPORTS—PROF %
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[‘OS & ENVIRONMENTAL (A&E) RESERVE ANALYSIS CONSOLIDATED SUMMARY OF 2003 OPERATIONS ($000)
! B Il v Ty —Industry Composite— | geptement of Income 12/31/03 Furtl)dse;r);?i‘gg: S 12/31/03
: Reerve  Net. Comb  Comb Comb  Comb | pro q i ]
! " Reen- IBNR Sumvival Ratio Ratio Suvival Ratio  Ratio remiuims earned. ... ,584, Premmms collected ................. 1,333,703
Net A ) fion Mix Rafio Impact Impact Ratio Impact Tmpact LossQe.smcurred.A 1,535,846 Benefit & loss related pmts —.... 2,161,052
I{gsef(;') %) (%) Gy Uy Gy Gy (y Gy LAE incurred......... 449,370 Net transfers to accounts........
gl (500! 904 88.7 ) . 0.5 L 10 Undrw expenses incurred ...... 357,654 Undrw expense paid............. 940,882
5.0 249‘226 1;;9 422 00 869 ‘ 7 02 i 0.5 Other expense incurred ........., 9,459 Other income/expense...........
197 AR I S\W g?7 w6 869 6.7 89 39 62 1.4 1.0 Div to policyholders.............. 14,527 Div to policyholders.. .o 14527
35.4 3'}"‘7& A0t 448,022 76.2 8.3 63 5l 87 24 1.5 Net underwriting income....... 782,384 Undrw cash flow.... -1,782,759
22.7 :263'23 l ) 748, 422 709 8.1 124 9.0 79 85 1.7 18 Net investment income,. 243,330 Investment income ... ............ 305,646
£\ 1L i i Other income/expense. -46,264 Other income/expense........ -46,264
161 b income/exp _..-46,264 , p o -46,264
55.6 2] cEDED REINSURANCE ANALYSIS (5000) : : : :
05 ;(:'é‘ 1 % Re:’]{:e:ja:;];gln]:&r);e‘ gzg,g é 2 Pre-tax cash operations....... -1,523,377
515 Lsgat e oty e ToL i ek s 26649 Tncome taxes pd (recov) 12,576
54.0 5{5-5'53 i Ceded Bus. Reins. - Ceded Bus. Reins. - Ceded e i Yo mir 0,027, ncome taxes pd (recov). ... -32,576
832 T 3 j Reins. Ret.  Recov.to -Reins.to  Ret. = Recov.to  Reins:to Net income ... ........... 1-291,806 Net oper cash flow ... -1,490,801
99.9 LIs2g) i ol Total (%)  PHS(%) . PHS(%) ~ (4)  PHS(%)  PHS(%)
$54 768,162 g 4022032 686 929 151.0 769 818 1157
ag 2 @ 423 613 1295 2083 751 923 1328 o
s By W0 ooy 638 2204 3142 7LS 122 168.2 sl
%9 aaseqg | oo Ge3Ls44  SBI 3129 46kl M9 1307 1819 ”
ggg)l 7§8hfmm . iﬁ 9,085,859 21.3: .13903 609.8 74,2 llS 6 162.9, |
7.4%), [ . ;
4.2%); 3 Qm” i 2003 REINSURANCE RECOYERABLES (3000) Royal & Sun Alliance Insurance Group plc -
- Aggregate Mxm 3 Paid & - Tetal " ‘ROYAL & SUNALLIANCE USA INSURANCE POOL
Unpaid : “Unearned-  * Other' * ™ Reins’ * '* 9300 Arrowpoint Blvd, Charlotte, NC 1
iy Losses IBNR  ~ Premiums = Recoy® it Mail: P.O. ll)ioxtli)ﬂo Charlo(::e ’NC 228822071312:)0305
s S\mllﬂles 4,737,299 5,030,428 1,518,843 -293;25754 10,993,313 , W b roval " 2
o i 20776 1264948 30,047 6599621 1915809’ - eb: wiw.royalsunalliance.com
Change * pllS o L4830 1200238 349,635 1 1806 3pezgen | Tk 70 2200 Vg TBnacR-10
s s SN m;'}m,a.,o..s o Tasouame 0 34296 14028 36410 307,097 | AMB##: 18566 i e
1,034,760 AR (‘,‘5}2({\0“ B Y il 156,396 770,797 | 95,570 -294,430 1,328,333 > b BEST’S RATING
2524790 1198 Tnul(Tx us Afﬁls) . 30139 32710270 ' 489980 ' 956,562 " 5,814,836 |, | Based on our opinion of the group’s Fmanclal Strength, it is assigned a
=548,296 LR Tt e 748,438 8,300,707 12,008,823 -1,249.819 16,808,149 | Best’s Rating of B (Fair). The group ’s Financial Size Category is Class
1391463 il TN Funds Withh XIV. Refer to the Preface for'a comiplete explanation of Best’s Ratin
18.025 /11 12 lehides Commissions less ithheld rostiletand i p P 8
e ¢ C e TR R . 8y an procedure.
-2,208,972" 1 T INVESTMENT LEVERAGE ANALYSIS (% OF PHS) ! .
i : RA'I‘ING UNIT MEMBERS
v IR ke Industry 1 A
de“dRequirc'nr&xK A8 S Company Composite. . Royal&SunA]hanceUSAInsurancePool (AMB# 18566):
s Class Real  +.Other i Non-Affil, *Class
2\ on-Affil,
ngo 3-6 . Estate/  :Invested . Common Invee . Affil 3-6  Common AMB4 COMPANY ; ’ RATING POUL %,
) Bonds ~ Mtg. . Assets . Stocks Levi: Inv. Bonds  Stocks | 02438 . Royal Indémnity Company B P 25.00
(5 9999 3449 34 57.2 70.9, 75 80 312 02437 Royal Ins C6 of America B p 25.00
0 -165 32 58 i 33 58.7 70.9 104 78 ~ 264 | 02094 Sealnsurance Co of Amer B P 10.00
12 8.3 5.6 56.3 71.4 93 107 23,6 | 02457 Securitylns Co of Hartford B P 10.00
4.1 9.9 3.9 22.6 40.5 45 107 18.1 i 02430 s American and Foreign InsCo ‘B P 5.00-
30 43 35 0.5 112 38 89 19.6 | 02432 Globe Indemnity Company B p 5.00 -
i 00443 GuarantyNatlonal Insurance Co B p 5.00
} : © 02440  Safeguard Insurance Corpany 4 B p 5.00
| CONSOLIDATEDBALANCE SHEET ‘ g;:;g ‘C"’“"fc}""“{;‘:f g e - E.
4 ey onnecticut Indemnity Co p Z
(at December 31, 2003): 02455 Fire & Casualty Ins Co of CT B p 200
A 02400  Phoenix Assurance Co of NY B P 2.00,
ADMITTED ASSETS:(3000) 11658  Guaranty National Ins Co of CT B g
12/31/03 1231002 03% 0% }:ggg M{a""c ;ﬂdemmlly Cgmpaﬂy g r
3,672,237 . 5224930 . 409 55.4 Atlantic Security Ins Co E
120,246 129,767 13 14 | 02043  Carolina American Insurance Co B r
“emn 7,505 . 331,930 0.1 15 11414 Peak Prop & Cas Ins Corp . B r
g e 3,004,443 1,041,704 335 11.0 | 02702 Royal Lloyds of Texas B '
nafy tent.., Y 34 0.0 0.0 | 02042  Unisun Insurance Company B r
¥ asse 115,806 202,844 1.3 2.1 03626 Viking County Mutual Ins Co B r
a4 31,581 37,430 0.4 0.4 :
R, 24418 29,259 03 03 RATING RATIONALE
6,976,270 6,997,808 711 742 | Rating Rationale: The rating applies to the 20 members of the Royal &
..... 432,172 1,040,430 48 11.0 | SunAlliance USA Insurance Pool, léd equally by Royal Indemnity Company
§ 37,702 75,407 04 * 08 | and Royal Insurance Company of America; and is based on the consolidated
1,535,237 1,321,804 171 140 | financial results of the pool and the pool’s separately rated Royal Surplus
........ ‘ 174 & Lines Insuratice’ Company subsidiary (RSLIC). The rating reflects the
it ,981, 9,435, 1 0
| S5 s i i diminished-importance of the U.S. operations to the ultimate parent, Royal &
LIABILITIES & SURPLUS ($000) Sun Alliance Insurance Group plc (RS&A), as evidenced by the September4
p i 2003 - announcement regarding -the- restructuring of the groups US.
Reservo”; il 12/31/03 12/31/02 '03% '02% | businesses. ~As part of the restructuring; the pool has agreed to sell to
@\ i 14,456,616 4,948,571 49.6 524 | Travelers Property Casualty group the renewal rights to Royal’s standard and
1,000 3 842,009 1,550,723 9.4 164 | preferred’ personal ‘insurance, risk - management: casualty and domestic
1,200.2%! 7 66,620 146,546 0.7 1.6 property, middle ‘market -commercial -lines;, Marsh Advantage America
1 5352’5 i 2,126,153 1,317,740 23.7 140 gram farm program -and maring lines. Most of the group’s remaining
S iy il - o 1126, 317 : i pro; i n rine line st o p’s T
2,163‘%24 iy ; B 7.491.397, 7.963.579 834 g44 | business is'also being marketed, although Royal anticipates retaining its
2,508’635 [ = o non-standard auto business. - The rating also reflects the sale of the surplus
4,226¢ o 1,489,985 1,471,960 166 156 | lines business in mid- 2003; which had demonstrated strong improvement-and
e 8,981,382 9,435,539 100.0 100.0 profitability during the hard market énvironment of 2002. As a result of this

i SURA g S— To view a company's complete BEST'S COMPANY REPORT,
£ “ANCE REPORTS—PROPERTY/CASUALTY refer to BEST'S INSURANCE REPORTS on CD-ROM, 3523

or go online at www.ambest.com/bir



ROYAL & SUNALLIANCE USA INSURANCE POOL

sale, the group’s capitalization requirements will be substantially lessened, | whichis designed to serve as Marsh & McLennan’s premier markey; i C
however ‘the sale also removes a solid source of earnings from the pool’s | providing full service propérty and casualty operations. to clientg jnng facﬂit,
consolidated results. oy mid-market. Other lines sold to Travelers include RSAUSA' fary, 5 the ]0\‘.\3‘
Other negative factors include the pool’s poor operating performance since | programs, the latter representing coverage for international cargo, c[ nd Dagjp
1999, which has been driven by sub par underwriting returns and-an above hull and property and liability. Again, all existing policyholde, obl'mercfll] 7
average cost structure. Underwriting losses reflect the impact of soft-market | rémain with RSAUSA. Under the restructuring plan, RSAUSA Wi 'gﬂtions 0 el;
conditions that were prevalent during most of the 1990s, significant loss its remaining lines, principally non-standard auto (personal “nes) f“"llso,\ piiod ﬂm
reserve deterioration and catastrophe losses, including the WTC disasterin | In November 1999, RSAUSA acquited Orion Capita] (3 Eudiog -
2001, Loss reserves have proven deficient by sizable margins in recent years | (“Orion™), a specialty personal and commercial lines writer for $(1)r90r.a(i0n 1999 B
in both the core and. runoff segments, with reserves for asbestos and | plus the assumption of approximately $460.million in outstandiy, (‘14 kg, 200 7
environmental (A&E) exposures adjusted upwards by nearly $600 million. | acquisition of Orion effectively doubled RSAUSAY property. an% eb o 200! 5
since 2001. A&E reserve strengthening added roughly 9,6 and 9 pointsto the | market presence. The business, written by Orion primarily inclyg, caS\lahy : 1002 56
pool’s combined ratios’ in 2001, 2002 and 2003, respectively. The 2002 | specialty operations including workers’ compensation, professiop, le(_l Nichy 0
strengthening was taken after an independent third-party review of the pool’s | for architects and engineers and nonstandard automobile. gl habilily | s 208
ASE reserves was finalized in late 2002. With the Septerpber restructuring In addition to the companies participating in the domestic insiqu ital
announcement, additional substantial reserve strengthening was taken-at' | number ofaffiliates reinsure 100% of their direct business to vario{,rslcepool:ﬂ overall C_allll a
September 30, 2003. A:M. Best' femains concerned over the companies’ | of the'pool. As'a result of these reinsurance arrangements, -theg m Mborg e financta sutp
ability to sustain additional adverse loss reserve development. Additional | companies are afforded the same financial strength rating as thee;ﬂ"nhmc o ljowing a Strate
reserve development, in A.M. Best’s opinion, is likely given the significant | SunAlliance USA Pool: For information’ purposes, Guaranty N(’yf“ & ,1;2003)3“”%i
and lengthy history of reserve deficiencies experienced by the U.S. entities. Insurance Company reinsures 100% of the business written by: Aahonnl Royal&Sul.1
Another area of uncertainty is the potentially fiegative impact on the US. |/ Indemmity Company' (4/30/98), Atlantic Security Insurange G tlantje are pndefg%m,ga
companies’ surplus if current litigation over a student loan guarantee program || (4/30/98), Carolina American Insurance Company (1/1/98). Peal lgmpm\y pusinesses : cing
is decided against Royal. As a result of these concerns, A.M. Best considers || and' Casualty ' Insurance Corporation (11/16/93), and Unisug Ins“’l’erly remaining (;"ese
the rating outlook as negative. - ilieugiy , Company (1/1/98). Until year end 2002, Royal Indemnity Company rei::mm'z dlscontlm:e noph-
iy J sor o |1 100% of the business written by: Design Professionals Insurance Confmed‘ roserve S res%vté
FIVE YEARRATING HISTORY! 1/ (117 % {eyodt |} (10/1/01), EBI Tndernity Company (10/1/01); and Empléjec B O o e
' Ratingas of July22,2004: B,/ 111 . 10 V(0 . Insurance Company (10/1/01). Effective December 31, 2002, these last‘t%il'u ‘f."'f"w-t( At fdn
£l §¢ 5 Best’s ol 11 bol3] 1ot e Bests i 2 i named-insurers were merged,with and into Security Insurance Compan ocr e wmm: micz to the
1 Date: Rating 0 pgDate o (Rating; Hartford and, as a result, no longer exist as legal entities. Viking Insuume : { _:\silsrécl uez%e B
06/22/04 B 17102\ A Company of ' Wisconsin reinsures 100% of the personal business writtep byi (4 L‘;):icrwriting iny
i po A125/03° B e 03/27/02 """ A- _— e o || Viking County'Mutual Insurance Company (5/15/93). Safeguard Tosurgngy I b e Bl hi gher’than
i 09/26/03  B+u 0/16/02 A SRS 1) Company reinsures. 100% of the business written by Royal Lloyd’s of Toxag . b yroup. faces, a m
09/04/03  A-u 10/05/01 A+ (1/1/02). In addition, Guaranty National Insurance Company reinsures 90% ¥ sram. re'p§es‘en
06/25/03  A- { AT | ofi ithe” business written :by 'Guaranty: National: Insurance Company! of; m!s’vprograrﬁ is.c
! P - Hpiart i ., || Connecticut, Landmark American Insurance Company was sold as a shell {9 be concluded befc
T KEY FINANCIAL INDICATORS ($000) - 0 "8 V0 1 Alleghany Insurance Holdings LLC in July 2003. It had previously buen Qi
i o Tt b onhifurb ool - {04, K el B ot o i) " || 100% reinsured by Guaranty National Insurance Company (12/31/92). "1 ; '
=11 Direct Net Pretax .4\ -T‘<I)ial‘“ Poligy- , \ Yo ak ARIT 1 P
Period  Premiums .~ Premiums = Operating Net " Admitted’ ‘ll(‘!lflg!s'!"f 2003 p,l,}SI‘NsE,SS )Plf‘O‘DU(‘?TION AN.D-BROFITABIL!TY (8000). . B8
Ending  Written Writtey o Incomey . Income , ,  Assels Surplus - |! REEESTIAIN] CIALEES AU "o of tPu aide Lo 0l
1999 4092229 2,908,750 57388 "347,208 9,188,783 254578 ||, .. O L Dol Wrlite L TO L 4tk s vy
2000 4,183,054 112,936,077 - -190,588 ‘374,628 "'8,812,760"" 2,296,437 1 Prodiitlise’) Hlreci Nkt NPW  Ratio o EE:(;
2000 4646413 3052878 799928 526,218 9440433 1,782,655 || PrivPass AutoLidb...... 454,760 435,675 0497 627 ot MOUEIEEE PHS
2002 . 5,241,406 3,136,189 :567,794 457,671 9,334,977 1,389.433 | Com’IMultiPetil;,...... " " 606,160  “279,624' 319 350 " G8IAE 2,545,758
2003, . 4,044,022 875,757 -588,661 293,576 8888617 .1,456,:%_151. ‘ Auo Physica by © 258,385 232212 " 265 - 497" ‘, {E 2,296,437,
——Profitability-—— Leverage=—s— ' | | —=Liquidity=42 | || ]Xumﬁéwﬂeﬁ-{-fj ¥i 170,768 163,159 186 654 2140 1,782,655
' ini Pretax NA i | Dbasllys Qb | Comm’l Auto Liab......,. 197,059 145,019 16.6 557 - 1,389,433
: C oy, 111041 O per el e - 451 l 14562
Period  Comb. Yield i\ ROR = Iy NPWito. Net.!| «Liqiv /. Casheif | AlfedLines...oiio 310,184 36,660 6.5 (| 436,215
! Ending  Ratio. (%) (%) Lev PHS . Lev. . (%), | flow(%), || Ocean Marine 66,793 46,418 53 536
] 1999 115.5 6.2 2.0 74.2 Ehnrsnent B4 1398 . 94.6 || InlandMaripe... 124,335 39,546 4.5 425
2000 1224 57 6.5 744 L3y v il 70 LT L [ 31— 285,120 20,678 24 515
2001 1389 5.3 274 74.7 12 59 125.7 932 . | OthLiabCl-Made........, 263,769 -33,835 3.9 5540
2002 1287 49 -193 428 23 79,1197 928, || Workers’ Comp............ 1696,676/ (58,877 1801 5832
2003 168.1 35 -37.2 i1l 0.6 54 1202 51.8, |i OthLiab Occur..... 382,?(1)2,, : -;gg,ggg -gg '2?3 2
; f i Prod Liab Occur. 86, -226, -25. ‘ 04
) 1095, 3K S a8 e | AN Other e, 4141101 41667 11/ ¢48 1129 ’Ji’,{ﬁ
(*) Data reflected within all tables of this report has been comptled through the A.M, Best A 4,044,022 875,757 1000 96.9 420

Consolidation of statutory filings. Within several financial fables of this report, this group is
compared against the Comumercial Casualty Composite. | 2

e ; . Califormbi
: : Major 2003 Direct Premium Writings by Stlatgd ($ggg)l'7g§x(7.5$x: ¢
: 15.5%): : %); a, $301, 7% g et
BUSINESS REVIEW = | $628,003 (15.5%); New York, $399,310 (9.9%); %9]{;3 PRI

2 = . vid Texas, $238,473 (5.9%); North Carolina, $170,775 { ‘A ggregale M
The RSAUSA Pool consists of 13 active insurance companies that provide jurisdictions; $2,274,105 (56.2%); Canada, $27,383 (0.7%); A& 7

hi 2()03 Parent ¢,

commercial property - and casualty, personal and specialty” coverages 0 ) Matas S a
throughout the country. In addition, there are 7*insurance’ companies that N el & i TR I ’;2(13 ;‘l:’g With thfee
reinsure their business with member companies of the RSAUSA Pool. The 4 8y i 3Ceoyn;
RSAUSA Pool represents the U.S:-based operations (“RSAUSA”) of the | ! CAPITALIZATION ctentlyl I g,’?m;tacc‘?unted(
British international insurance group, Royal & Sun Alliance Insurance Group | Capital Generation: Prior to 1999, RSAUSA had consist iy S, Ag

* . b s . o . . . ke ‘e'
ple.(“RSA”) one of the largest multi-line insuters in the United Kingdom as | strong capital growth throngh superior operating perf(;;n;f;‘gaui

well as one of the top ten insurers in the world. Property and casualty products | results deterjorated in subsequent years with the downtu! Su
are offered on a nationwide basis through a network of more than 2,000 agents | soft market conditions and weakening loss reserve poslthlEilli o
and brokers, and through memberships in underwriting syndicates. by more than $1.0 billion in 1999 as a resuit of a $1.12 to

In 2002; RSA implemented a restructuring plan designed to strengthenits, || Royal Group, Inc. That extraordinary dividend was “Sseclmggg

capital base and position the company for long-term profitability and growth, | acquisition of Orion. Worsening operating results aﬂ;routh il

both globally and in the U.S, The plan was further refined. during 2003 to |- markets further served to reduce surplus during the 2000t U el S
include the sale of most of the U,S. operations’ businesses.. Effective July. 1, | despite a number of sizable capital. contributions from oduC oy P}Wl Rtes
2003, the RSAUSA’ surplus lines business, including related infrastructure | result, surplus has declined by 60% since 1998. The ren ]ossesd)“ i :S P}(I)ﬁ
(Royal Specialty Underwriting Ing.), was sold on a new and renewal basis to. | during 2002 was due to ongoing operating and mv_eS"r?On from S, ¢ WAL e I-l i
Alleghany Insurance Holdings LLC :(a subsidiary of Alleghany Corporation). | only partially offset by $250 million in capital contrlbl;% 4 illio? etb { e = : 3 2
Existing policy liabilities remain with RSAUSA. In.early, September 2003, | Consolidated surplus grew just 5% in 2003 due to % reserv’ ssest’ it 2'7 2+
the group announced the sale to Travelers Property Casualty of the renewal contributions from the UK parent. With continued 10 A&E o3t o P ‘0-3 3 f’
rights to RSAUSA’: standard and preferred personal insurance, Risk | particularly in regard to RSAUSA’s exposures to Oﬂgolr earﬂiﬂgsjnw ‘ Uy, 3] 3
Management casualty and domestic’ business, middle. market commercial Best anticipates that RSAUSA will continue to suffe s of bus { . 4 :
lines segments, including the group’s Marsh Advantage America program | inadequately reserved accident years on discontinued ! 35
3524 — Best’s Ratings & Reports as of 07/22/04 — 2004 BEST’S INSURANCE REPORTS—J’ROPE INSU]
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ROYAL & SUNALLIANCE USA INSURANCE POOL

f CAPITAL GENERATION ANALYSIS ($000)

_——————————Source of Surplus Growth

Change

Pretax Total Net Other, PHS
Qperating Iny. Contrib. Net of in Growth

ot Income Gains Capital Tax PHS (%)
fadiug 57,388 5,517 -1,120,015 29,712 -1,038,431  -29.0
i -190,588 67,839 41,647 -32,541 -249,321 9.8
o 799,928 189,244 296,166 179,225 -513,781. -22.4
}o{)l 567,794 -125,687 250,000 50,258 -393,223  -22.1
e 588,661 245,043 324,000 86,401 66,782 4.8
) 2,089,583 -143244 208,202 313,056 -2,127,974
[l

I apitalization: The U.S. operations have historically benefited from
preral oial support and commitment of the group’s UK. parent. However,
; a strategic review during 2003, the parent announced (on September
3)a major shift in the strategic direction of the worldwide operations of
4. 200& sun Alliance Group ple. Asaresult of this review, the U.S. operations
oyl dergoing a major restructuring with the majority of RSAUSA’s ongoing
are ses being sold to Travelers Property Casualty. Most of the U.S. group’s
buSl",eSing lines (excluding non-standard auto) have been reclassified as
“ﬁmamﬁnued operations. The parent company also announced a significant
&50038 strengthening, a sizable portion of which related to the U.S.
i tions, as well as the commitment to maintain minimum NAIC risk based
?Pefg | (RéC) requirements for its U.S. companies. Recognizing the reduced
m?x:mitment from the UK. parent, A.M. Best no longer considers RSAUSA
Cgmtegic to the parent and views RSAUSA’s capitalization marginal relative
?o iscurrent rating level. With consolidated surplus down by 60% since 1998,
wderwriting, investment,. and reinsurance leverage measures have risen to
levels higher than RSAUSA’s commercial casualty peers. In addition, the US
group faces.a number of contingent exposures, of which a student loan
fogram represents the most s1gr'11.f1cantr threat to the group’s capitalization.
‘}ms program is currently being litigated by RSAUSA and is not expected to
be concluded before year-end 2004.

QUALITY OF SURPLUS ($000)

% of PHS ~—Dividend Reguirements—

) Year- Cap. Stock/ Stock--  Div.To  Div.To
Paid  End Contrib, Unassigned - holder POl  Netln.
Il PHS Cap. Other  Surplus Divs <) (%)

A 2,545,758 68.8 0.0 312 915,015 999.9 263.5

50 2,296,437 88.5 00 11.5 25,740 -13.5 6.9
m L7865 1200 200 . o
‘:ﬂ:l} 1,389,433 170.7 1.6 <72.3°

: 1,456,215 184.9 30.5 -99.9
Underwrigy

080 yegr, ng Leverage: RSAUSA’s underwriting leverage has grown in
While the sis al[;]d is h1gher. than that of its large commercial casualty peers.
4t of the Zable drop-offin net premiums written during the year is due to the
o i) rmaJorlty of RSAUSA’ businesses to Travelers and others, the
findg etains very large net liabilities, principally for loss reserves and
los gnder ceded reinsurance contracts. Unaffiliated reinsurance
i re due from a very large number of reinsurers, some of which
lentiy) s mshed. credit quality. Furthermore, the group is exposed to
?lhe orl Putes arising from collection of sizable reinsurance losses related
i) Ingy fade Center attack as well as actual disputes regarding certain

Tance contracts, Somewhat mitigating these concerns is the
3 parss of 16ss reinsurance contract put into place at the end of 2003
2 2003, p2rentto protect most of RSAUSA’s loss reserves as of September

g,kl"cs"ﬂtcd Wiihat tesult, approximately $1.2 billion in recoverables were

Koveraly
s,

e

gy held ae.. ouh? parent due to this contract, which is funded by a sizable
By § ACCoyyy ndon RSAUSA’s balance sheet. This retroactive reinsurance
Wil s, A €d for as prospective reinsurance on the group’s statutory
n a result, Schedule P reserves have been reduced by $1.2
LEVERAGE ANALYSIS
A
I Company- ~—————Industry Composite————
‘ ;};‘ Nmm Rtes.
) }gg‘ N 2 Net Gross  NPWto Res. Net Gross
L Ll - Lev. Lev. PHS toPHS  Lev.  Lev.
W 13 2-9 3.7 5.3 0.9 17 33 45
Ly 2-0 4.0 6.2 1.0 1.7 3.5 48
e 1 s 9.2 1.2 19 41 538
b 3-f 79 128 14 20 45 63
: 54 1.7 13 1.9 4.3 59

PREMIUM COMPOSITION & GROWTH ANALYSIS

Period ~ ——DPW ~—GPW——  —NPW —NPE

Ending  (S000) (%Chg) (S000) (%Chg) (S000) (%Chg) (S000) (% Chg)
1999 4,002,229 7.7 4230539 64 2908750 -3.8 2865009 -3.6
2000 4,183,054 22 - 4362819 31 2936077 09 2923519 20
2001 4646413 111 4725654 83 3,052,878 4.0 2914334 -0.3
2002 5,241,406 128 5,287,163 119 3,136,189 27 2947,834 LI
2003 4044022 -228 4005784 225 875757 I2.1  1,584.471 -46.2
5-Yr CAGR . 13 .. 06 22,0 ALs
5-Yr Chg . 64 =30 710 . 467

Reserve Quality: RSAUSA’s carried loss reserve position has weakened in
recent years, with adverse development recorded in workers’ compensation,
personal lines and general liability lines. During 2000, RSAUSA exhausted
the aggregate stop loss reinsurance protection it had purchased to protect its
balance sheet against unfavorable workers’ compensation reserve
development. Reserves for discontinued lines, particularly as relates to A&E
exposures, continued to prove deficient, adding 9.0, 6.4, and 9.0 points to the
2001, 2002 and 2003 combined ratios, respectively. WTC claims were
strengthened by $100 million during 2002 while workers’ compensation,
general liability and A&E reserves were boosted by approximately $366
million during 2003, including approximately $143 million for asbestos
reserves.

According to A.M. Best’s estimates, RSAUSA ranks among the top 25
insurers in the nation with an approximate 3% historical market share in
commercial lines that are exposed to ongoing asbestos and environmental
(A&E) claims emergence. Because a strict market share analysis of potential
liability may overestimate the group’s ultimate liabilities, A.M. Best adjusts its
analysis by factoring in accelerated loss payments. and survival ratio
methodologies. Nevertheless RSAUSA’s three-year survival ratio continues to
compare unfavorably ‘with A.M. Best’s undiscounted ultimate industry
expected survival ratio of 20 times. Following a recently completed ground-up
review of its A&E reserves by a leading independent actuarial firm, RSAUSA
brought its A&E reserves to the actuarial mid-point in late 2002 at a cost of
$188 million and again in 2003 at an additional cost of $143 million. While
Best views this strengthening positively, A.M. Best’s own analysis of
RSAUSA’s published A&E reserve data indicates that RSAUSAs A&E

reserves may still fall short of ultimate funding needs.

LOSS & ALAE RESERVE DEVELOP.: CALENDAR YEAR ($000)

/ Orig. Developed Develop. Develop. Develop.  Unpaid Unpaid
Calendar Loss Reserves to to to Reserves . Res. to
Year Reserves  Thru’03  Orig. (%) PHS(%) NPE(%) @12/03 Develop. (%)
1998 4,736,328 4,895,783 3.4 44  165.1 1,000,647 204
1999 4,640,010 5,286,103 139 254 184.6 1,261,423 23.9
2000 4,392,556 5,324,359 212 40.6 1820 1,535,215 28.8
2001 4,680,425 5,217,866  11.5 361 179.0 2,161,246 41.4
2002 4,863,314 4,464,662 -8.2 287 1515 2,804,324 62.8
2003 4,228,685 4,228,685 " 266.9 4,228,685 100.0

ASBESTOS & ENVIRONMENTAL (A&E) RESERVE ANALYSIS

Company— . —Industry Composite—

Reserve . Net Comb  Comb Comb  Comb

NetA&E  Reten- IBNR Survival Ratio  Ratio Survival - Ratio  Ratio

Reserve tion Mix Ratio Impact Impact Ratio Impact Impact

Year  ($000) @ ") Gw (yy Gy Gm Ay GBw
1999 423,904 887 5 ,. 0.5 5 1.0
2000 335,500 869 2 ‘ 0.2 i - 0.5
2001 517,026  86.9 6.7 9.0 33 6.2 14 1.0
2002 648,022 762 i 8.3 6.4 5.2 8.7 24 1.5
2003 748,422 709  8l.1 124 9.0 8.0 8.5 1.7 1.8

Reinsurance Utilization: RSAUSA maintains a strong reinsurance posture,
with the majority of its programs placed within the U.S. domestic and
Bermuda reinsurance markets. RSAUSA employs a strong risk management
approach. Reinsurance protection is purchased to protect against a one-in-100
year event, which generates a pre-tax net loss of approximately 7% of surplus.
Management’s goal ‘is to effectively place its traditional excess of loss
catastrophe reinsurance cover in order to limit the effect of a severe
catastrophic event. Following the significant impact of frequent smaller
losses, management purchased an underlying aggregate treaty to effectively
limit losses generated by smaller catastrophes to' a $50 million annual
aggregate retention with a-$15 million limit per occurrence and a $30 million
total limit.

Reinsurance recoverables have grown rapidly in recent years, both
nominally and as a percentage of surplus, due to increased reliance on the use
of ceded reinsurance as well as a rise in catastrophe losses and adverse loss
reserve development. Net reinsurance recoverables (paid, unpaid and IBNR
losses and unearned premium reserves) jumped roughly $1.5 billion from year
end 2000 through year end 2002, primarily as a result of the WTC loss, but
also due to Tropical Storm Allison and A&E reserve strengthening.
Recoverables grew an additional $1.2 billion during 2003 due to the placement
of RSAUSA’s aggregate excess of loss cover with its UK parent. As a result,

To view a company's complete BEST'S COMPANY REPORT,
refer to BEST'S INSURANCE REPORTS on CD-ROM,
or go online at www.ambest.com/bir
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and in conjunction with a roughty 40% decline in surplus since 2000, such
recoverables grew to 4.0 times surplus at the end of 2003, up from 1.4 times
2000 surplus and 1.0 times 1999 surplus. Due to the relatively high leverage of
reinsurance recoverables-to-surplus, RSAUSA remains exposed: to potential
reinsurance disputes, especially as regards its WTC losses as well as actual
disputes regarding’ the reinsurance of certain financial insurance contracts.

CEDED REINSURANCE ANALYSIS ($000)

Company ~——Industry Composite——

j Ceded Bus. Reins. | Ceded Bus. Reins. . Ceded |
Period Reins. Ret.  Recov.to  Reihs.to _ Ret.. Recov.lo Reins. to
Ending Total (%) PHS(%) PHS(%) (%) PHS(%) PHS(%
1999 4,003,215 - 68.8 96.7 157.3 769 818 1152,
2000 4,994,790 67,3 .1135.3, 2175 751 92.3 1328
2001 5,822,011 635 229.2 1326.6 71.5 122.1 168.2
2002 6,827,641 (:59.3 | 3315, 491.4 729 130.7 181.9
2003 9,085,859, 214 3993 6239 742 115.6 162.9

2003 REINSURANCE RECOVERABLES ($000)
Paid& . it} " {1y i« g1t Total ;i
Unpaid ' ., Uncarned (  Other .  Reins
! ’ Losses ., IBNR  Premiums  — Recov® .  Recoy

US Aftiliates.. 413716 5026823 ' 15(5,992" 293257 10,983,274
Foreign Affiliates < 280,776 1,264948 T 30,047 659,962 1 915,809
USTASUers .y ooiece, | 1714830, 11,200,238 349,635, . -1,806  3,262,87"
Pools/Associations. 0501377 34,2067 14,708 o 364 07,797
Other Non-US. ...l ' 756,396 770,797 | 195,570 "":204,430", "'1,328.433
Total {ex US ALTIS) sse5 ,13,081,139,1.,3,270,279,,, 489,980, -956,362,1,,5,814,836 ,
Grand Topabysienihoddios, » TT4HB33 18,2070 02111, 2,005,972,1,11;249,819 . 16,798,110
* Includés Cominissions Joss Fiinds Witiiield Do liie/low 111035 t,;l BitG
14 VYOI T U ML sif I\ SA LA 0o OF o sty oyl Lestuplabe 4 )
Invesitnﬁ#ni l;‘e]}{gra)ge,“q;;tjl: \ggﬁ,{]}RSAU,SA‘,maix&ta _.Qll:'g]‘g'x:t‘i,vély‘ high.

120,
investment  leverage . position,, feflecting  the, substantial ;common_ stock,
portfolio. The high leverage, of common equitiessto;surplus was in keeping,
with RSAUSAS total !’f,étqﬁwn‘,ce?m?mmhﬂé?cinfix ‘The group has since,
difested itself ofi essentrally all of its, commion, sharcholdings, thus lowering
unaffjliafed myestment leverage to,pegligible leyelsy. . it wpote 1ot
IN‘VES’I‘MEN’I;:L‘EVERAGE ANALYSIS (% OF PHS) [/ ="
} il aderrn Hie ey $radde i) e j

fl T {\T’ﬁaustr;y"
QID0EY ST T T g Company e M 1o Composite [y
" Class Real Other Non-Affil. Class

Period 1 | 3-6 ' ‘Estate/ /! Invested " "'Common " Iny, - 11 AL 36 Common
Endirig"' Bonds' /- Mig. JAssets  UStocks ' Ley, 1! Inv.  Bodds “Stocks '
1ogretdng (Ut WTYSE GMIelsh0l") wivgagtll mdTgg iwaggl | 3100
2000 " 33l4flen | U3l4 FEoele ML 4 Y her Ty 264!
WOILEL 3y e R spgy REE FERIC L O o0
2002 % 44V CjeS gy a0l 939 L g gl 89" 107 181"
2003 aghililigs WAl LUnies R g palTRAG 0Dk Ery 196"
‘et HISTORY th J Wil

Royal & SunAlliance Insurance Group ple was formed on July 19, 1996 by
the merger of Royal Insurance Group plc and SunAlliance Group plc. The
history involves the histories of many companies, including Sun (founded in
1710), Alliance (founded'in‘1824) and Rayal (founded in 1845). :

‘The Royal' & SunAllianice Insurance Group’s history'can be traced back to
the formation of Sun Insurance Office Limited in 1710, London Assurance in
1720, Alliance Assurance Company, Ltd in '1824 and Royal. Insurance
Company Ltd., Liverpool, England, in 1845.1n 1891, Royal merged with the
Queen Insurance Company of Liverpool, England, and thereby acquired the
Royal Insurance Compeijny of America (known at that time, under a previous
charter, as the Queen Insurance Company of America). Through another
British merger, namely the 1908 acquisition of the British and Foreign Marine
Insurance: Company;: of: England by Royal-of Liverpool,-the American and
Foreign Insurance Company. (then’known as the American and Foreign Marine
Insurance. Company;under-a previous charter). joined the Royal Insurance
Group. The London based. parent formed-the-Royal Indemnity: Company. in
1911, acquired- the -direct stock  ownership of -the demutualized Newark
Insurance Company in 1917, and indirectly:acquired ownership of the Globe

Indemnity Company in 1919 upon the acquisition. of: the Liverpool and.

London and Globe Insurance Company, Ltd. The latter was also formed in
Liverpool, England in 1836.. . = b : :
More recent changes to the group include the 1961 indirect acquisition:of

the Safeguard Insurance Company (upon the acquisition of the London and-
Lancashire Insurance Group); the 1980 formation of Royal Lloyd’s of Texas;.

the 1982 demutualization and acquisition of the Milbank Insurance Company,
which was sold to State Automobile Mutual Insurance Company, Columbus,

Ohio on July 1, 1993 for $50 million in cash; the 1982 formation of the Royal.
Surplus Lines Insurance Company; the 1983 acquisition of American Royal,

Reinsurance Company (formerly American Overseas Reinsurance Company),

which was sold to QBE Insurance Group,.Inc., a publicly traded Australian.
general insurance and reinsurance company.on November 24, 1993; the 1984,

acquisition of the Silvey Corporation and its subsidiaries, Tri-State Insurance
Company, Farmers ands Merchants Insurance Company, and Midwestern
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| company, Most recently, he was thie Chief Risk Officer; prior to that fis
‘ P}'e;s;fient‘ of the company’s risk management global division, * iy

Insurance Company, which were sold as a group in 1990; 4y, ‘
formation of the Royal Special Risks Insurance Company which Wa the 195 iy SOLID:
“shell” in 2000. The demutualization and acquisition of the Royg) S Sojg % CON
Life Insurance Company (formerly Maccabees Life Insurance Com, “Ccab%“
its subsidiary were completed in early 1989. Royal Maccabees | jg, Dany) “n; eat of IncO™E
Company was sold to Swiss Re in 1999. On December 30, 1996“31“;"ICQ { ."““:i“mseamed.
Insurance Company was sold to Eagle Insurance Company. In 1999 ih Cwagp MM jpeurred
acquired Orion Capital: Corporation, a' specialty personal ang e&toup St i guncurred-
lines writer, for $1.36 billion plus the assumption of aPProximg Mergiar b undfwexpcnsesmcur:
million in outstanding debt. In addition, a-former 100% Teinsuely Sy s 570 ¢ InCurTe
member, Connecticut Specialty Insurance Company, was sold ag 5 4 Do}~ pio policyholders
AXIS Specialty US Holdings, In¢. on October'1,2002. A shelf \ pderwriting 160
’ 1l 1 ! » mmt ent income
s\l‘:;:‘ income/expense-
MANAGEMENT UI,“‘MX oper income.
. { J ) caital gains.-
Ownership of the RSAUSA Pool is held by the Royal Grgy, 1 gg,‘hzedcafsll!ﬁifm 0
elaware holding company, which is directly owned by Royal & Sug’/\];!c" ] frome (2%
| USA, Inc. and ultimately owned by Royal & Sun Alliance Insurapee G“'mm Nel inOME crsereec2e
ple; London, England. L
Operations of the companies that comprise the RSAUSA Paol jave i
under the ditection of John Tighe, president and chicf exectitive officer bie
October 1, 2003. Previously, Mr. Tighe served in various capacities With

ithi
i A
|

I

o ' REINSURANCE PROGRAMS '

“The-largest net'amount insured in' ‘any one risK, excluding wo
comipensation, was'$16:3 'million! RSAUSA maintains treaty-reinsurany’
an excess of loss basis for property, casvalty and ocean marine'exposure
Propeérty ‘catastrophé ‘reinsurance is in place’ with a'limit of '$280/million:
excess of $20 million with the $280 million 90% reinsured. Property perriskii
coverage'is subject to;a limit,of $100 million‘oyer a!$5, million net retemioﬂe@ iy
Casualty business is remsured up to a limit of $50 million excess of a nél o
retention  of *$5 million. Separate workers’ compensation 'catastrophe 1§
reinsurance is purchased with a limit of $95 million excess of $5 million,
aggregate, terrorism  treaty has been -purchased: within RSAUSAY fede
retention excess of a $40 million aggregate retention. LS

fi \ W (@ M iy
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CONSOLIDATED BALANCE SHEET '

(at December31, 2003) Ll
¢ I (WROEN
ADMITTED ASSETS ($000) ¢ galil
' oy : T D
rg— 123003 o faie2 D e
Bonds ¢ 3,565,205 5008638 b o0
Preferred stock 120,246 * 129,767 0’1‘ i 09/0
| Commonstock..... 17,5051 331,930 y‘33'54, i 06/
Cash & short-term invest ... 2,981,214 1,023,819 o 0.0 e =t
| Real estaite; investment.. o .34 12 L KE
Other non-affil inv asset 110,730 202,744 09 lutt Y
Invéstments in affiliates 82,580 98,600 02 Dirgey
Real estate, offices ................ 18638 24,526 /17/5 Projgpg
Total invested assets 6,886,172 6,910,058 49 Written
Premium balances . 432,175 1,040,361 04 92440
Acérived interest .. 37,055 73,850 115483
All othet assets....... 1,533,215 1,310,708 L 235
TOtAl BSSEES. v vrovevvre s sircmenss 8,388,617 9,334,977 131208
{909,096
“Prog;.
LIABILITIES & SURPLUS ($000) e ¥om
Ragjy, Yie].
03% 106‘1 %
12/31/03 sz gl :'4-9 ;
& : 8,571 5 3y l5n
Loss & LAE reserves 4,456,616 4,948, 9 0 3.
© Unearned premiums....... 842,009 1,550»722 0.; iy S
Conditional reserve funds.. 66,620 146,545 B2 ¥ S ion 2
All other liabilities...... ¥ 2,067,157 1,299,700 }36 :
Totah Habilities oo 7432402 7,945,544 g 0y
Total policyholders’ surplus............ 1,456,215 _L}_@xﬁ‘}} 1(}0.0
Total liabilities & surplus...........cc 8,888,617 9,334'977
o

T
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-ROYAL INDEMNITY COMPANY

NsoLH)ATED SUMMARY OF 2003 OPERATIONS (3000)
co Funds Provided from
f Jncome 12/31/03 . Operations 12/31/03
L ‘wnenw e 1,584,471 Premiums collected ................ 1,331,980
s 1,535,846~ Benefit & loss related pms...... 2,159,943
1{ o C““d 449,370 - Net transfers to accounts. ...,
f ! 357,455 Undrw expense paid ... 940,677
(jad" o inourred oese 9,459 Other income/expense.
ot exP;'cl;hU]ders‘ 145277 - ¢ Diviopolicyholders....... 14,527
iv (0O ‘ﬁugiﬂconie . +782;186". «  Undrw.cash flow ....... -1,783,169
o uader 1 income. - 239,899 Investront income .. -300,853,
st e -46,375 Other income/expense. ! -46,375
-588,661 Pre-fax cash operations........ -1,528,690
o-la 264,811
ed -30,274  Income taxes pd ((ecov)......oc -28,381
d i 293,576 1,500,309
Netincome -+
Royal & Sun Alliance Insurance Group-ple

ROYAL INDEMNITY COMPANY

Wilmington, DE = ' s

#: 02438

QB | i
N 135358230 L ¢ b

9300 Arrowpoint Boulevard, Charlotte, NC 28273-8135
| Web: www.royalsunalliance.com
‘ A Tels JM-522~2000 ) R

: T Fax: 704-522-3200
L UNAICH: 24678
2t £ 1o 320 't

BEST’S RATING il
Based on our opinion of. the consolidated«Financial Strength of the
members of Royal & SunAllidnce. USA Insurince Pool, which operate’
under a business pooling arfanigement] each pool member is’assigned a’
Best’s Rating of B (Fair). Thie:company'is assigned’the Financial Size'

Category of Class XIV, which is the Financial'Size Category of the pool.

Réfer to the Preface for a complete
and procedure. : i

U

| Best's |
Date Rating
06/22/04 B p
125003 Bt
09726/03 B+ pu
09/04/03 ' A-pu
06/25/03 A‘p

» Cx

anation of Best’s Rating system

| ] RATING RATIONALE i
Fora detailed discussion of the rating ;ati_onale, refer to the report of Royal

FIVE YEAR RATING HISTORY
Rating as of July 22,2004: B p

{ I Best's
Date Rating
11/07/02  A-p
08/27/02" A-g
01/i6l2  Ag
10/05/01  A+g
05/03/00  A+p

KEY FINANCIAL INDICATORS (5000)

asualty Composite.

X : Statutory Data - ~
;:;? P;Dem;m' Net Pretax Total Policy-
iy § titten Premiums Operating - Net Admitted holders’
oy 69,440 Written Income Income ; Assels Surplus

h’l 775'488 269,904 ¢ 56,282 ~ 90,752 1,327,909 576,277
g‘m 923)465 282,209 . -642 35,975 1,139,346 361,524
iy l,\}l?zos 551,399 131,652 fjl44,043 2,363,823 - 514,290
3 909,026 709,909 -144,536 -126,536 2,456,034 547,928
\’ 203,025 - ~1‘40,586 -95,020 2,749,071 732,450
oy Pr"lﬁ“‘hﬂiw\ Leverage———  ——Liquidity——
,;;;; %Omb Y:“;d Pretax oy Overall  Oper,
gl o (‘,/e) ROR Tav NPWto  Net Lig. Cash-
3‘?.‘ U1 7° (%) Lev PHS  Lev. (%) flow (%)
N 4o 3-5 24 T8I0 0.5 17 1813 1063
gy 0802 long 08 28 1586 93.1
R B TP Ll 44 1384 999
T, 33 ets im0 a5 1384 B9
BB 1y, S 02, 15 03 30 1394 S8l
(o 45 bl
'\h:n%‘ed 18.7 ; e
y Qazen?l' \\,V/"hm all tables of this report has been compiled from the company-filed

Clcig) Cu‘ several financial tables of this report, this company is compared

'S [N -
SURANCE REPORTS—PROPERTY/CASUALTY.

BUSINESS REVIEW
For a detailed discussion of business reviéw, refer to the report of Royal &
SunAlliance USA Insurance Pool.

Affiliations: American Insurance Association, Insurance Institute for

Property Loss Reduction, Insurance Services Office, National Council on
Compensation Insurance. :

2003 BUSINESS PRODUCTION AND PROFITABILITY ($000)

: ) % of Pure Loss
—Premiums Written— Total Loss &LAE
Product Line Direct " Net NPW  Ratio Res.
Priv Pass Auto Liab...... 26,609 108,919 53.6 62.7 62,307
Com’l MultiPeril......... 176,565 67:524 333 348 151,720¢
Auto Physical .._....... 29,497 57,929 285 49.8 751
Homeowners,............, 65,173 40,790 20.1 65.4 7,755
Comm'l Auto Liab, 53,663 36,233 178 55.8 65,574
Ocean Marine. ............. . 46 11,585 87 520 12,497
Allied Lines ..., / 117,613 9,825 4.8 47.6 37,798
Inland Marine.. 42,765 8,963 4.4 46.6 4,860
54,208 342 0.2 -86.1 8,198
JO 104,570 961 -0.5 100.2 -151
Oth Liab Cl-Made......... 63,416 -8,891 -4.4 631.0 134,986
- Workers’ Comp... 120,927 -39,719 -19.6 594.1 288,203
Oth Liab Occur ... : 32,291 -41,957 -20.7 -74.2 148,507
AlLOther.......coocverviviee 21,682 -47,558 234 315 106,826
Totals..cctlasiniasiiiz 909,026 . . 203,025 100.0 101.8 1,029,832/

Major 2003 Direct Premium Writings by - State ($000): New York,

$124,835 (13.7%); California, $80,067 (8.8%); Florida, $60,655 (6.7%);

Texas, $57,812 (6.4%); Iilinois, $44,891 (4.9%); 47 other, jurisdictions,

$537,471 (59.1%); Canada, $-18 (0.0%); Aggregate Alien; $3,313 (0.4%).
CAPITALIZATION

¢ For a detailed discussion of capitalization, refer to the report of Royal. &

SunAlliance. USA Insurance Pool:: §

" " CAPITAL GENERATION ANALYSIS ($000)
——tt————=.Spuice of Surplus Growth——

? . Pretax Total Net Other, Change PHS

* Period Operating Inv. " Contrib. Net of in Growth
+ Ending Income ' ' Gains ' Capital Tax PHS ) -
3 1999 ~ 56,282 8,991 ' 235,299 -15,577 284,994 97.8
. 2000 -642 15052 -190,000 ~39,163 -214753  -373
{2001 -131,652 -67,049 476,144 -124,677 152,765 423

2002 -144,536 -54,577 190,000 42,752 33,639 6.5

2003 © 140,586 51,976 205,000 63,131 . 184,521 . 33.7
Csyr -361,135 45,607 916,443 68,534 441,166
I Ges

HISTORY

' The company was incorporated on December 3, 1979 under the laws of
Delaware under the temporary title of Royal Indemnity Company (a Delaware
corporation) to act as the vehicle for the transfer of the corporate domicile of
the Royal Indemnity Company from New York, New York, to Wilmington,
Delaware, effective March 31, 1980. The predecessor company * was
, incorporated September 30, 1910 under the laws of New York. It commenced
business February 15, 1911 under the sponsorship of the Royal Insurance plc,
. London, (currently known as Royal & Sun Alliance Insurance Group plc). -

In 1949, all the outstanding capital stock of its companion carrier, Eagle
Indemnity Company of New York, was contributed to this company by the
. parent organization, Royal Insurance ple, London, England. The two
companies were merged. on -June 30, 1950. In July 1996, the company’s
ultimate parent, Royal: Insurance Holdings plc, merged with Sun Alliance
Group ple of London, Englandto form Royal & Sun Alliance Insurance Group
ple. Paid up capital of $5,000,000 consists of 50,000 common shares at $100
par value each. All authorized shares are outstanding.

MANAGEMENT

Financial control of the company, on June 30, 1979, passed from direct
ownership by the sponsor, Royal Insurance plc, London, England, to the
latter’s wholly-owned holding company, Royal Group, Inc. (a Delaware
holding company). :

This company is the lead United States insurer of the prominent worldwide
< fleet of companies known and operated as the Royal & SunAlliance. The U. S.
companies are under common management with similar officers.

Officers: President and chief executive officer, John Tighe; senior vice
president and chief operating officer, Dennis W, Cahill; senior vice president
and chief financial officer, Joseph E. Fisher; senior vice president and general
counsel, Laura S. Lawrence (chief administrative officer); senior vice
presidents, Sean A. Beatty, Robert J: Dixon (chief human resources officer),
Andre Lefebvre (financial risk officer), Joseph J. Mistretta’ (chief claims
officer), James G. Williams III (chief information officer); vice president and

controller, David M. Davenport; vice president and chief actuary, John J.

To view a company's complete BEST'S COMPANY REPORT,
refer to BEST'S INSURANCE REPORTS on CD-ROM,;
or go online at www.ambest.com/bir
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ROYAL INSURANCE COMPANY OF AMERICA

Limpert; vice presidents, Catherine A. Carlino (finance officer), David K.
Graham (chief reinsurance. oﬁ°1cer), secretary, Linda Y. Pettigrew; treasurer,
Gwyn Fuller.

Directors: Sean A, Beatty, Dennis W, Cahill, Robert J. Dixon, Joseph )3
Fisher, Laura 8. Lawrence, Andre Lefebvre, JosephJ Mistretta, John Tighe
(chairman), James G. Williams I11.

- REGULATORY @

An examination of the financial condition was made as of December 31,
2001 by the Insurance Department of Delaware. An annual independent audit
of the:company is conducted b PricewaterhouseCoopers, LLP. An annual:
evaluation of reserves for nnpaid losses and loss adjustment expenses is made
by John J. Limpert, VP:and Appomted Actuary.

Territory: Thé company is licenseci‘ in DC, Guam and all states.
REINSURANCE PROGRAMS

For a detailed discussion of remsurance, refer to the report of Royal &
SunAllxance USA Insurance Pool.

BALAN CE SHEET
ADMITTED ASSETS! ($000) 1

B ,,12/31/03 123102 *03% 0%,
e 15 L250,616 | 1,395,921 455 568
: - 5 ~59,769 2.0 24
Common stoek. i 6 544 02 19,3
Cash & short;ferm fuvest . 771,095 sk a3 0243 1L 2B On i 92
Realestate,mvcstment yl { il an 00 00;
Other non-affil inv asset..., ; 32,347 'm;,,49 56l 5 Tl 12( .20 |
Investments in pﬂihates : Il!17 130 o5 o A5 534 Faa 39 e Ay 7

Total invested assets.. l 852, 572 80. 8 754
Premium balang ; s .43 9.6
Atcrued interest bioinaly B duli0.6:5 250 D9 ¢
All other assets:.. ALUA3amil AL
<+ Total assets..iit c)«sf ,i, A 1000 |}

" LIABILITIES & SURPLUS ($000) ) i
it il i) } it fads :
it ,I ol bt ’ i ssis 12/31/03 f2/31/02'," 3% n02%; ¢
Loss & LAE reserves 029,832 ILI67,576 a0 31,5 wdlsdy |
Unearned pr,emi,ums,..‘ 9,998 11111 356,9335¢ 32 (7.6 4.5
{ 244,207 < 01 133, 397> 5 adib 54
thd 0782,586 o 250 200; 5 1£1.26.6 1102

Topalhabxlltn (602;016,622 7071 1,908,106"" 5‘ 1734 117
Cpital & assignéd surplus. DR 300,6d4 010 962,0945 392
Unagsigned sutplus,.......... 11 =568,194 ;1 + . 414,166/ =169 '}

Total policyholders’ surplus.. : 732,450 547,928 }Q il

Total llabxlmcs&surplus e X 2?49 O'H 7 2456 034 100.0 ;

; SUMMARY‘ OF 2003 OPERATIONS ($000)

i il hmds Provtded fromy i e I
Statement of Income 12!31!03 (. Operations | /1. 1231403
Premiums c-xmcd ' 349,960 Fremmms col!ected s o) 308,699

Laosses incurred 356 223 Heneﬁt&lmsrc]atcdpm!s ..... | 446,597
LAEmcnrrcd |94 4891 I\fcttrmsfers to.xecounts T
Undrw expenses incurred . 43,146 Undriv’ expeuse p:gl 215,528
Other expense mourred . 1 2154 Other mcome/expense T
Dw topohcyholders i 3,632 | Div topohcyhtﬂders ] 3,632
Net under Wntmgmcome... -189,684 1 | Un(!rwmshﬂu\v -357,058,
Net investment income. ... .v-es: - 65,941 -« Investment ineome......‘... 80,546
Other income/expense. . ..., --16,843 Other income/expense. ..., .--16,843.
- Pre‘tax oper incoma..... ..., 140,586 Pre-tax cash operations........ -293,355
Realized capital gains 114156,595 (LR LRI 1Ty 1
Income taxes incurred. ... i 029 Income taxes pd (recov)............ -14,501
o NOLINCOME Loviuuvvorrnescssibar 95,020 ¢ Net oper cash flow .......cvuie 278,854

Royal & Sun Alliance Insurance Group ple

ROYAL INSURANCE COMPANY OF AMERICA
1240 E. Diehl Road, Suite 500; Naperville, IL 60566
Web: www. royalsunalllance com - . i

: : Fax: 704-522-3200
NAIC#: 26980,

Tel: 704:522-2000
AMB#: 02437 .
FEIN#: 36-2722478

-

— Best’s R:ztings & Repérts as of 07/22/04 —

; Affiliations:
| Property Loss Reduction, Insurance Services, Office, Nation

| 'underwritten or serv1ced by Amerlcan Nuclear Insurers,

BEST’S RATING /
Based on our opinion of the consolidated Financial Stren giled di
members of Royal: & SunAlliance USA Insurance Poo), “’lllc}, oy, ot g de IUS Al
under 2 business pooling arrangement, each pool membe is Deraf Al Janice
Best’s Rating of B (Fair). The company is assigned the Fing Slgnm ¢ out CAPI
. Category of Class X1V, which is the Financial Size Categmy of al gu‘ .
Refer to the Preface for a complete explanation of Best’s Ratmthe Dagf m
and procedure. 8 sy Step ‘d operating
. s el Income:
RATING RATIONALE Fiie 7,6
" For a detailed discussion of the rating rationale, refer to the'l'epon 9 -4,9(
& SunAlliance. USA Insurance Pool; fRey *00‘}) 212,87
it 300 -177,02
FIVE YEAR RATING HISTORY ! -159,38
Rating as of July 22, 2004: B p 00 481,55
$Yr !
Best’s i Best’s
Date Rating . Date Rating
06/22/04 B p 11/07/02  A-p This company g"
11/25/03 B p 08/27/02  A-g Jobe Insurance O
09/26/03  B+pu 0U/16/02= A g qnsfer of the corl
09/04/03  A-pu 10/05/01  A¥g America, New York,
06/25/03  A-p 05/03/00 A+ p e Was c}?arﬁg‘igs
i s npany, Wilc
KEY FINANCIAL INDICATORS ($000) ?fl)tlcmber , 1891,
: Q'amtb‘ryDé\la i manapliy [nsurance Clompan}"
R | VCI' ool 11
| ) Direct " Net Pretax T3 Ay To}al Of{' 10 gormer Unih
Period  Premiums  Premiums Operatmg il Net Admitted ~ Company Limited, th
Ending Written s Written 1ncome\ Income s5es ¢ bonrd Insurance ¢
to09 3713 gasione o a6 107 016 i urance Co
2000 800,516 6640217 11154003, 1 131967 2,283 697 feinsared as of Janu
2001 \ 986 261 ° 666,076 212,870 -151,661 2 277 7761 ~ Dominion Fire Insurz
2002 i 272 561 709,909 -177,029 <148,959" 2,198, _884 A formerwholly-o*
12003 855,240 203,025 -159,383 90,752 2,082,511' i ¥ork, was absorbed t
- : pautetivdy ““4 nized late in 196°
.~~Pro{1tabilityp_~ I;’;\L_&wergge‘—-—— 5 ; mnch of The Wester
bl hgp iy W Tbwad Gt Ry et i WD fenen e Overall tnancial control
Perjod [ (11s Comb.  Yield ROR: Tow [ NBW fo7 5= Net FevuLigin d(,m‘egncamn Zgr(éa
Bading . i Ratio o, (%)l 1008 fu Lew o BHS gene Bevers o Cali Company Limited, Wi
(18992 ik A0B L 1 640 A2 LhredlisBits b8l SRl 6, the company s
1 h pany’s
200;cq w111 S 3ebt ¥ | Ty G i 260 Wil SunAlliance. G
20085 1o MAAS A0 03060 | A58 s by kB g 8T 3 - SunAlliance Insurang,
2002 133.9 38 -26.2 32.5 1.7 6.0 123;3\ ()‘()()0 common sh %
2003 1718 29 455 60 0.5 44 1240 i
5Yr 130.6 4.6 -16.3 AL A |

("‘S Data reﬂeéted wnhm all tables of this repmt has been Qomp
statutory statement, Within several financial tables of this répon
against the Commercial Casualty (,omposue .

hizatio
a:xflsl nAlhance
Olly-owned
iﬂcofpomted on Novsel;}
i nynn.\gement ofthe (
al & SunAlhance 1

I$: Presiq
de ent
th cpond chic °p

Y )

BUSINESS REVIEW i
For a detailed discussion of business review; refer to the report of R ¥
SunAlliance USAsInsurance Pool il

Amencan Insurance Assocnatloq, Insura

Compensation Insurance “The ',compan articipates in
P! pany participa Amencanc“

2
Risk Reinsurance Exchange and the Water Quality Insurance Syndicd

5000
2003 BUSINESS PRODUCTION 'AND PROFITABILIT"‘

wof  Pure " foue a Nes G, V&;:?lri
(3¢ |
| i —Premijums Written— Total ~ Lo$s "bm 5D a. Vid M; 1
Product Line Direct Net NPW R““O,]‘ 1m Ch preSlden
Priv Pass Auto Liab....., © 57,649 108,919 753.6 62'8 hluﬂ relnsura
Com’l MultiPeril. 53133 6152 B3 20 by e :
Auto Physical .. - 48,964 . 57,929 28.5 st e I‘:’“ Sean AL Be
Homeawaers.... 47,397 o790 200 %Y gy Fisher, [y
Comm’l Auto Liab, 92,895 3623 118 il "llhﬁms ]Murtléw E%lfe
Ocean Marine.... 59,342 11,585 L : I, 1
Allied Lines : 14,384 - ggs 48" g |
Inland Marine... 23,319 8,963 44 594.] " ,»‘J,g;“.% ’
Workers' Comp. 2405 W79 -6 Tt ity inatgn o
Oth Liab Occur . 091l 4Lesr W7 i s Suraeg 1
Prod Liab Qceur 23,348 57181 282 gl Sration Y 1 g, !
Al_ll()lher ...... 39,861 e ol gt SEiveg
(Tatals iy hia i 855,240 .203,025 1000 00 ca "““T? RIRY
Major. 2003 Direct Premium Writings by’ State$( 05 ot
$108,834 (12.7%); New York, $78,625 (9.2%); Floridas ) :
Jersey, $45,514 (5.3%); Illinois, $44,279 (5.2%); ToxtS 0, | RE
other. Jurlsdlctxons, $480,046 (56 1%), Canada, $1 dllscusg

Alien, $969 (0.1%).
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ROYAL LLOYD’S OF TEXAS.
. CAPITALIZATION BALANCE SHEET
ctailed discussion of capitalization, refer to the report of Royal &
Forlﬁa nce USA Insurance Pool. g ADMITTED ASSETS ($000)
s CAPITAL GENERATION ANALYSIS ($000) 12/31/03 12/31/02 °03% 02%
Source of Surplus Growth BN i wirs Kii i b bl 602,518 873,890 28.9 39.7
Pretax " Total *'Net Other; Change PHS Preferred stock 3 25,665 19,750 1.2 0.9
QOperating Iny. Contrib. Net.of in Growth Common StOCK -.--orvvviiensviiianiins 0 91,250 o 4.1
Miod fricome Gains Capital Tax PHS (%) Cash & short-term invest ........ 536,625 260,853 258 11.9
g 72,634 -12,840  -290,000 7576 22630 354 | Renlestate, investment,.. 3 3 0.0 0.0
199 -4,903 -81,284 303,557 -610 216,760 53.4 Other non-affil inv asset .. 14,736 34,899 0.7 1.6
200 212,870 -152,813 146,393 108,899 -110,391  -17.7 Investments in affiliates. . 415,559 402,980 20.0 18.3
00 177,029 -34,645 110,000 25,236 96,437 -188 3
) .159,383 40,640 89,000, 17,368 12376 a0 To}al invested assets.... 1,595,106 1,683,625 76.6 76.6
03 7 7 Premium-balances ...... 117,048 236,072 5.6 . 10.7
b 481,552 | -260,943 358,951 158,469°  -225,074 ﬁ;:lcruleld TOrESE s L iiseretedahmmrericn 5,411 11,651 0.3 0.5
§ : other assets. 364,945 261, 5 5
HISTORY Total asses 2082511 2,198 332 1:); (5> 1(1)3 g
is company évas mcorpor%te(ti ]gmd;rz ﬂlle9$iwts of Illinois z;]s. tlhefRoy}';ll =il e i W . ' '
rance Company on October 22, 0 act as a vehicle for the
‘f“s’?;"?} the corpg;me )((iorﬁlicihlalélof the: fSf}ueen Insurance Company of MESBIETIARS CuS URELICE )
s “New York, New York; to.Illinois, effected December 31,:1971. The s 3
f\"“””&g’chhanged to.its present form.on June 27, 1980. The predecessor | | . o1ap llgglégg 1112 é31/02 ule uea
,nmeany which was incorporated and commenced business in New. York on Uoss 4 TESEIVES et 200, 107,570 i &l
C.O'n[};nb:ar 11, 1891, represented a continuation of the business of the Queen Aﬁeatr}?e 19 rsfil.l;.’ms' POt 433’2?? ggg’g? ;?i 62
lsncsurance Company of Liverpool, England, which was absorbed by the Royal To telr],";.;_lt_’es e l 6791141 7 783’139 80.6 ;i?
I oohin 1901, . e B iy - ¢ ’ ; otal liabiHies ..o vvcii e ,679, ,783, !
o”f\:;l:rlf)ormer United: States, subsidiary . carriers. of the Royal Insurance Capital & assigned Surplus...........c..... 939,017 716,467 45.1 32.6
Company Limited, the Capital-Fire Insurance Company; of California and.the Unassigned surplus...........o.cccovvcevvinnns -535,647 -300,721 -25.7 -13.7
Seaboard Insurancg Companyfog Baltimore; .%\/iary;%ndi QVde rﬁ;el’g(;d into ghe Total policyholders’ surplus............ 403,370 415,745 194 18.9
1 Insurance Company of. Ameriga:on-June 30, 1949. The Queen also bt
%:f:urm o of Janay lé <1 9 57h Z;;ﬂRout:ta]? d_i{l}g policy liability of the Old Total liabilities & surplus............... 2,082,511 2,198,884 100.0 100.0
minion Fire Insurance'Company, Roadoke, Virginia.. ol ?
DOA former wholly-owned affiliaté; The Western Assurance Company of New ‘ HUMMATCCOF 2003 X ERATIONS G000
York, was absorbed by merger asiof December.31, 1968. The company was Funds Provided from
arganized late in 1967t0 effect the domestication of the former, United States: | gyatement of Income - 12/31/03 Operations 12/31/03
branch of The Western Assurance Compaiiy,-a Canadian enterprise underthe | poooconed 340 060 Pr;zml‘)ums collected 308,699
financial control of ‘tHe Royal In/su'r'ance‘plc‘London, England. Under a. L%§Ses PR 356’223 Bem‘aﬁt"&loss reiatdmts ...... ,540,752
domestication agreément, the United: States bravich™ of Royal Insurance AR Shoerat 04,489 Nef I ratiit to i 'I:m R
Company Limited, was absorbed by merger on September 30, 1975.'In July O bopitred 83146 U:;dr i a:icé) A i 219,685
1996, the company’s ultimate parent; Royal Insuiance Holdings plc, merged Ottirer gnseihcu A= 2154 Oth rwin‘ :m J pe ¥ Lt i
with SunAlliance Group plc: of ‘London, England, to form -Royal & DPivie: gh’c }ibllié:se 'y 3632 D'ivet 'glicﬂe‘hﬁgef: P 3692
SunAlliance Insurance Group pl . Paid up capital of $18,000,000 consists of e y. . i A G M TR
180,000 common shares at” 103 par vahie each. All ‘authorized shares are | Netunderwntingincome (-189,685  Undrw cash flow...... -455,371
doislanding, s AL . Net.investment income X 47,144 ° Investment income .. 56,112
i e Other income/expense. ....-.-... ‘16,843 . Other)iyr‘l_cpme/_exgense. e -16,843
I = Gl MANAGEMENT Pre-tax oper income ., ......... -159,383 Pre-tax cash operations........ -416,102
| _[glr(ltct stock ownership passed, through an exchange of shares, on June 30, | Realizéd capital gains.. S 52215 o ] n
«mfatfﬂoyal Group; Inc;, a Delaware holding company, .from its parent | Income taxes incurred........... : -16,416  Income taxes pd (recov)............ _-12,942
oyl & é‘ﬁ{ﬁﬁiﬁﬂ?}i“ra’;‘f plgeLO;dglla,-Englﬁnd: The ultimate parent is | Netincome .............. -403,160
" | > Insuraiice Group, ple, a UK. company. ;

i inc'; Wholly-owned subsidiary, Royal Surphus Lines Insurance Company, was

: noar ated'on November 9, 1987 to write excess and surplus lines business.
Lo ement of the company, is the same as that which governs the affairs of
i & SunAlliance USA. 0 1° : .
Cors: ; v YatBi stk bl

nhiﬁf{ aPaeSIQent and_chief executive officer, John Tighe; senior, vice
4] chiog f_n ._‘?h}ef operating officer, Dennis W. Cahill; senior vice president
fihinge) Lmanclal officer, Joseph F. Fisher; senior vice president and general
“‘Fﬁdcﬁts g‘“a S." Lawrence (chief administrative officer); senior vice
?‘ﬂdrc Le)febean A. Beatty, Robert J, Dixon (chief huinan resources officer),
:mccr), Jame"re'(fln'ar}(ﬁal‘risk' ‘officer), Joseph J. Mistretta (chief claims
.mimner’ Daflg- Williains 11 (chief information officer); vice president and
rhpen; Vice 1d M. Davenport; Vice president and chief actuary, John J.
m_l’ﬂm (chiefpfe:Sldents, Catherine A. Carlino (finance officer), David K.
"Yn Fyjje,. TeInsurance officer); secretary, Linda Y. Pettigrew; treasurer,
rgu 3 L 2
Iy 0rs: :
*t::\f:ih E F?:}ig A. Béatty, Tom Biede, Dennis W, Cahill, Robert J, Dixon,
i L, Mur). Laura S Lawrence, Andre Lefebvre, Joseph J. Mistretta,

gy oW William M. O’Donnell, John Tighe (chairman), James G.

hr}{’gxaminaﬁo REGULATORY
4 lox); the Insurn of the financial condition was made as of December 31,
t}'\&m-}l’any s “hee Department of Tilinois. An annual independent audit of
OF poq. cONducted by PricewaterhouseCoopers, LLP. ‘An annual
L rl;;v ©8 for unpaidlosses and loss adjustment expenses is made
» VP and Appointed Actuary.

"+ The s
Company is licensed in DC and all states. *
REINSURANCE PROGRAMS

SCussion of reinsurance, refer to the report of Royal &
Surance Pool. )

(lma,'le q
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Royal & Sun Alliance Insurance Group ple -

ROYAL LLOYD’S OF TEXAS
) Addison, TX
9300 Arrowpoint Boulevard, Charlotte, NC 28273-8135
Web: www.royalsunalliance.com " :
. Fax: 704-522-3200
NAIC#: 43346

Tel: 704-522-2000
AMB#: 02702
FEIN#: 22-2301290 :

BEST’S RATING

Based on:our opinion of the company’s Financial Strength and
relationship with an affiliated reinsurer, which reinsures virtually all of
the company’s business, the company is assigned the Best’s Rating of its
affiliated reinsurer, Royal & SunAlliance USA Insurance Pool, which is B
(Fair). The company is assigned the Financial Size Category of Class X1V,
which is the Financial Size Category of its affiliated reinsurer. Refer to the
Preface for a complete explanation of Best’s Rating system and
procedure. . .

RATING RATIONALE
For a detailed discussion of the rating rationale, refer to the report of Royal
& SunAlliance USA Insurance Pool. :

To view a company's complete BEST'S COMPANY REPORT,
refer to BEST'S INSURANCE REPORTS on CD-ROM,
or go online at www.ambest.com/bir

3529



ROYAL SURPLUS LINES INSURANCE COMPANY

FIVE YEAR RATING HISTORY
Rating as ofJuIy 22,2004: B r

Bst's Best’s
Date Rating Date Rating
06/22/04 Br L0702 A-r
11/25/03 ~ Br 08/27/02  A-r
09/26/03  B+ru 04/19/02  Ar
09/04/03  A-ru 05/03/00  A+r

06/25/03 A-r
KEY FINANCIAL INDICATORS ($000)

Statutory Data:
Direct Net Pretax - Total Policy-
Period  Premiums  Premioms  Operating Net Admitted holders’
Ending Written Written Income Income Assets. Surplus
1999 3,206 3,131 1,625 1,019 9,246 - 6,593
2000, 1,556 1,468 < =766 -602 8,633 5,964
2001 1,124 1,024 -1,918 -1,627 18 108 4,562
2002 1,682 -343 345 <732 7,878 4,006
2003 2,112 " 184 183 6,893 4,986
——Profitability—— Leverage——— ——Liquidity—
4 Inv:'' “Pretax ' NA' Overall' ' Oper.
Period  Comb.  Yield ROR Inv''  NPWto  Net - Lig)) Cagh-
Ending  Ratio (%) =+ (%) | Lev PHS Lev. (%) 1! flow. (%)
1999 48.8 37 58.9 TN 0.5 09 3485 . 2845
2000 1693 6.5, .. -346 il 02 07 3234 106.8
2001 2852 5.2 999 pppes 02 32 133.9 o J23
2002 5.0 g w07 2624 -5.9
2003 St ol & e 03 4138 623
SYrl 1393 4.8 -8.4 ‘ |

(*) Data reflected within all tables of this report:has been complled from the company-filed
statutory statement. Within severa) financial tables of this report, this company is compared
against the Propeny Composnc

BUSINESS REVIEW
Underwriting; ac gvmes emphasxze the! wntmg of commercial package
business in Texas, peratxons are conducted in conjunction with the Royal &
SunAlliance USA" Tnsurancé Pool.’ Effective’ Janvary 1, 2002; all business
written by Royal L]oyds i8 IO()% quota ‘share reinsured with' the affiliated
Safeguard Insurance’ Company Safcguard, in tum, retains 5% of ihe Royal &
SunAlhzmce pool’s US. business,

Dlrect Premium Writings By Product Lmes Direct Prcmlums written at
the last year end totaled ($000) $2,112, and were distributed as follows; Fire,
$294 Allied Lines, $391 Com'l Mu]txPenl $I 426; All Other, $1.

Ma_;or 2003 Direct Premium Wrmugs by State ($000): Texas, $2,112
(100.0%). | £tz g i

al L NI

I g

CAPITALIZATION

Prior to the implementation of the. 100% reinsurance treaty with Safeguard,
overall capitalization for Royal Lloyds was insufficient to support the current
rating and level of operations..While capitalization was enhanced by the
relatively modest-volume of business written, both: gross and net as to-ceded
reinsurance, the very large exposure to storms such as Tropical Storm Allison,
which occurred in June 2001, represented;a significant exposure to surplus.
As -a result, while reported underwriting. leverage and asset risks were
nominal, adjusted year-end surplus was roughly.50% lower after accounting
for the net after-tax effect of a storm like Allison. Offsetting the high exposure
to. large. storm -activity <is/:the: financial : flexibility 'afforded : through . the
company’s affiliation with Royal & ‘Sun Alliance Group plc.

Growth in policyholders’ surplus from 1997 through 2001 was primarily
driven by $3.7 million in capital contributions offset by a modest amount of
retained losses (principally durmg the last two years). Surplus declined by
10% in 1999 and by néarly 25% in 2001*due to'heavy underwriting losses.
Operatxons are expected to generate modest profits during 2002 through
investment earnings with no impact from underwriting due to the new
reinsurance treaty in place with Safeguard Insurance. :

HISTORY -

. The Company was formed on May 5, 1980 under the laws of Texas. It was,
licensed on August 29 of the same year and began with contributed funds of
$325,000, including a guaranty fund of $300,000. The guaranty fund
certlﬁcates are’ held under ajoint control arrangement between the
underwriters and the Texas Insurance Department.

MANAGEMENT
The Company is closely identified with the Globe Indemnity Company, an
affiliate of Royal & SunAlliance USA, which is under the sponsorship of the
Royal & SunAlliance Insurance Group plc, London,
The articles of agreement provide that an’ underwriter may-cease to write
new" business’ through the: Company by giving the attorney-in-fact written
notice of his desire to do so. Further, an underwriter may withdraw: any funds

S B
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to his credit and cancel his obligations by securing a new y,
. acceptable to the other underwriters, who will pay an amount in g, vaer
. the withdrawing underwriter is entltlcd to withdraw and will assume m 1})‘“ o 08
all of the obligations, contractual or otherwise, which are or coulq be | Wity 151‘5‘,5 Rat
. upon the withdrawing underwriter. The llablllty of each unclerwmerl lposqd e nefer
to his original guaranty deposit, ; Sliny \‘u‘l“ am
Operations are conducted by Charlotte Lloyd’s, Inc:, attomey_m_ fa §
Underwriters: The underwriters (each subscrlbmg to a ol '
certificate of $60,000) are as follows: Dennis J. Bothman, Edward B. %’ fund " il Re
J. David McDonald, Larry G. Simmons, John B Vmcent liag ﬂnfz;% o
i resehs
] te
: REGULATORY _ 5{;3;%%
An examination of the financial condition was made as of Degeyy b il of . InC.
1998 by the Insurance Department of Texas. An annual indépende ent Cr3), (Jﬂ“sgl’)‘ n
the company- is conducted by PricewaterhouseCoopers, LLP t augiy of. 0““&0"5,
evaluation of reserves for unpaid losses and loss adjustment ¢ eXpenseg ; . Bilyyg) ilpaﬂie‘s :
by John J. Limpert, vice president and appointed actuary. 18 agy tl?: pool les
Territory: The company is licensed in"I‘exas. ug’[l}lls")hg
: | R )
REINSURANCE PROGRAMS loyhold®
Prior to December 31,'1997, the company: maintained a'100% uota i degre€ Ot %
reinsurance treaty with Safeguard Insurance Compiny, an affiliate, Shire well ase
. January 1, 1998 through‘December 31, 2001, ncarly'all Dremiums gejios ncS“"‘;l Su
by Royal Lloyds were relained by the corhpany ‘with only a small ﬁmg Wi Ro)I/tS hig
 ceded to non-affiliated reinsurers. 'Effective Januaty'l, 2002, Royal Llo‘mt rro";wss (@
implemented a 100% quota share reinsurance treaty with Safeguard Insum),;ds bufllemntmg
Company, a'ember of the Royal & SunAlhance USA Pool,’ fot all busmeF : “““s (coupl
written on or aﬁer that date! T : b ()I:xsured by
BALANCE SHEET ' i {"“‘f,’;‘;‘;‘r"f},’b
ADMIT TI:I) ASSETS (sooo) : e , %"ﬁ.',?f:;"zé%zp:
It ety | aicuiigf mot 12/31/03*1- 12031402+ 3% 111 g 0 and surphus
Bonds 2.0 doh! 3,860 9,245 g0 4 . inplementati
Cash &short tcnmnvvst .,2 6234 1 iatis l 7’}7 il 38 1  reunderwritir
Total inyested mm d 949 " underwriting
Premium balances 8408 L whichaccom
Accrued inferest . it earig Ry ?)dwrse loss
Al other assets 4 138 fam gL Six?f]'lthoep:;‘
Total assets. 1T S 190 0 e c(,mpany’!
' LIABILITIES & SIJRPLUS ($000) Lo ‘
12/31/03 12/31/02 "03%i!
Conditional reserve funds, 242 870 35
* All other liabilities | 1,666 3,002 242
Total liabilities .. '1 907 ' ‘3,872 $9
Capxtal&amgned surplus i he 5 025 Ll 115,025 729 s
Unassigred surplus.. ; il 3l L 019 08 Gl
Total policyholders' surplus,..... \ 4,98 4,006 ,_7,2,3 ki 2 i
Total liabilities & surplus 6,893 101 17,878 (1000010 r:;i:;;;: :

SUMMARY OF 2003 OPERATIONS ($000) .,

oD
2  Funds Prayided from | \"frnllt;tu
Statement of Income 12/3103 ' Operations it ! 44‘
Premiums eamed ik Premiums collected ... .—mi=ntt 177"
Losses incurred o Bettefi{ & loss related pnﬂs | <y
Undr}vc}(pcnseslpcu;;cd"._.... -42 Undrwexpenscpald s o , 66;’:
. Netunderwriting income......... 4 Undry cash f1oy..... L (i 572‘I
Net investment income...... ..., 142 Investment income ¢ ! il Al
Other income/expense ...uuis 0 Other income/expense - o 1 T
Pre-tax oper inconie .......... 184+ Pre-tax cash operations.— o Corny
. Realized capital gains .. 49511000 4 Eh Al 1 I | Ratio
Income taxes incurred.. 1 Income taxes pd (recov).—-+- ?g] 1A : é9,2
Net INCOME reriarrenesremianns 183 Net oper cash flow =" M! i 492
A Moa
i M} T
’ Tt g
) Iy
LS
| iy Ml
! 'gt" ¥ sty eoteq
(hEi ‘l}lépcmE'IL
il | rbfessi

Royal & Sun Alliance Insurance Group plc pANY "
ROYAL SURPLUS LINES INSURANCE COM ™

Farmington, CT 73 S
9300 Arrowpoint Boulevard, Charlotte, NC 282 RIISRSD %
Web: www. royalsunalhance com fax. | g SUry,
Tel: 704-522-2000 N ! aro.llp_
AMB#:: 01745 5 e
FEIN#: 22-2429452
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ROYAL SURPLUS LINES INSURANCE COMPANY

BEST’S RATING i

,Opinion of the company’s Financial Strength, it is assigned a

Jon ous of B (Fair). The company’s Financial Size Category is Class

e gating the Preface for a complete explanation of Best’s Rating
I‘E. R"';':ldtorb cedure. ‘
giet? RATING RATIONALE
ionale: The rating reflects the company’s diminished market
g Raté financial flexibility as evidenced by the financial stress of the
R,,-s&“ce an iy Royal Insurance ng‘xpany of America (a leading member
:‘,médiafe {’65 A Insurance Pool). The g:;o’mpany is ultimately owned by Royal
¥ e Roy3 subsidiary of Royal SunAlliance Insurance Group ple. which,
"bi:ar 4, 2003, announced a restructuring of its U.S. insurance
an SO restructuring includes a significant reserve charge to the U.S.
apertl 5. well as an acceleration in'the disposal of ongoing businesses at

¢l. The group has already successfully divested its excess and
ol ].e‘gs' operations (“Royal Specialty’ Underwriting, Inc”, ak.a,
surplus, hﬂﬁ“ecti"e July 2003, thus exiting this line of business. Existing
sUl i deé  liabilities remain with the U.S. group. Given the significant
polic)’ho uncertainty regarding the run-off of the pool’s existing liablities as
""%"“:sothe surplus lines business, Best considers the rating outlook to be
wel

y

pegative Lines’ histo: 'Fcally poor operating performance was derived

%"Y al }i;lpgspense sh‘uc%‘ﬁ?e and a‘limited block of Florida nursing home
fram "SS (discontinued), adverse loss ' reserve development, elevated
b«mt\c‘:ﬁﬁng leverage due to the company’s rapid premium growth in recent
smddzcoup]ed with a decline in surpins in 2000) and limited spread of risk as
ﬁﬂ:md by RSLs probable maxitouin ‘loss estimates. Until 2002, overall
iwﬁln}m’lify suffered in'recent years'dug'to adverse foss resérve development
ind poor underwriting results. Heavy underwriting losses. drove the rapid

|
! ' usidn in policyholders™ stitplus throughout 2000 ‘and ' most of 2001. " The-
| sang 2002 operating performance was driveii'by improvement in the ¢xcess’

‘i surplus lines market in which 'the company operated as well as

. Implementation of significant structural changes, including a number of

wunderwriting and pricing initiatives: ‘Results in 2003 were mixed with
ulerwriting:losses ‘causéd by thérdramatic decline in net prémium volbine
which accompanied: the ‘sale; of ‘the \E&S operations; as 'well rasradditional
aherse loss reserve development on discontinued nursing:homerbusiness:|
Overall operations were profitable due to other income!generated from ‘the
aleofthe company’s renewal rights as'well 'as healthy investment earnings on

il &thupany’s mvestment portfolio: i iinis

| FIVE YEAR RATING HISTORY
Fas "'Rflti'h'g'aﬁ f’,f:‘]‘:‘.ly 22,2004: B

PO o BaRsasT Ly o Best's
RSt Date’ Rating "' ""'Date Rating
WY 1 21, ..06’?2’94‘ HpinHnoR BTy ] Gepelngt| g

Bt o 128003 g e s A

Ll Y9026003 B o212 K

i, 1 090403 Ay T 05/03/00  A+g

W)
i
—_— il

i ,KEY FINANCIALINDICATORS ($000)

L Statuitory Data-

11 Direct | Net.: : 2 .

i ) - :Net | PretaXd ¢ Total Policy-

f M ) ‘N;I'.‘l’;““s ‘|Premiums | Operating 1 | Net Admitted hqldgl)i's‘

|© m“‘ Written Income (- Income Assets . Surplus
Wl S 177'078 62,543 ' 4,624 15 289,790 154,505
o 307,529 78,553 44632 38991 333,000 114,335
3:,:1 é‘67,429 162,867 | 45,628« 41489  SI7,712 141,764
i 572‘?‘7’3 296,471 80,548 , 54,037 . 816177 301,677
R0 ¢ 63,0m, 18,833 5, 41,040 695444 316,629
M ,\Proﬁtal’ili‘)'%— Leverage—— ~——Liquidity——

l%‘ Comp, %pv, Pretax  NA 0 ! Qverall  Opér:

Wyt Rap,  Veld o RoR dny NPWto  Net Lig. Cash-
o, D Lev PHS  Lev @ flow (%)
iy | 64 8.1 19 - 04 13 2066  1384°
By 0 07 643 207 0.7 26 1540 1629

sy 61 365 115 LI 38 1399 1059

Nl 48 3,y 59 10 27 1620 J646

j Wy, 0 Tatw PG RNt THg * fosptt Tang

20

bles of this 1eport has béen compiled from the company-filed

! “i'On»‘ll Sm Several financial tables of this report, this company is compared

W Surplyg Lines Writers. ,

p

L BUSINESS REVIEW

MS,‘UCS Insurance Company ,(RSL) operates within the

Ance 'on of the U.S. operations.(“RSAUSA”) of Royal & Sun
he Jtoup, ple (“RSA”), a leading British international

AN 18 one of the largest multi-line insurers in the United

One of the top ten insurers in the world. Property and

casualty products are offered on a worldwide basis through a network of more
- than 2,000 agents and brokers, and through memberships in underwriting
syndicates. :

Although RSL shares common management and is closely aligned with the
operations of the principal U.S. operating ynit, Royal & SunAlliance USA
Insurance Pool (“RSAUSA Pool”), the company does not participate in the
pool’s intercompany reinsurance agreement. i

Effective July 2, 2003, the group’s excess and surplus lines operations,
including the Royal Specialty Underwriting, Inc. subsidiary (RSUT), was sold
to Alleghany Corporation’s Alleghany Insurance Holdings LLC affiliate, ona

- new and renewal business basis. All existing policyholder liabilities remain

. with Royal. 'As a result, Royal has effectively exited the excess and surplus
lines field. Prior to its sale in 2003, RSUI provided excess and surplus lines
msurance coverages through wholesale intermediaries and RSL operated
within the RSUI unit, writing property, general lability, professional liability,
and directots and officers (“D&O”) coverages on ‘a non-admitted basis in all
states except Connecticut, its state of domicile. "A small book of
environmental liability business was discontinued on October 1, 2001.

2003 BUSINESS PRODUCTION AND PROFITABILITY (3000)

. % of Pure ~ Loss
! —Premiums Written— Total Loss (& LAR

. Prodict Line Direct Net . NPW  Ratio Res.
BT Vel L L 1159,832* 124,521 “0R389 218 15,692
| Allied Lines:.,. 134,366 17,360 215 Wal3 11,933,
! Com’l MultiPeril......... 56,241 £119,5Q507 1§ AL 3TN 18;992:
Inland Marine.. 133,494 3,690 ¢ 58 15.151 2,524
Oth Liab Oceur 183,932 £20190151 " 350 "235.3¢1 174,094
{ Prod Liab Occur... 40,803 ANt 34 85.61¢ 30,684
1 Othi Liab Cl-Made. 1'28,755 CB729°0h 22710 143,000 35,591
| Barthquakel.:....... 110,742 130351 201 LY 1,817
[ Med Mal Cl-Made. 20,784 566 09. 27 15999
I Al Other. 6,222 97 0.2 -29.5 39,930
thal‘s.... = ‘572’,1-7«2; ot 63,0]9 W(_IIOO..O. . 634 337215

| Majors 2003 Direct Premium Writings' by ! State: ($000): California;
. $147,297 (25.7%); Florida, $95,463 (16,7%); Texas, $80,176'(14.0%); New
York;:$22,523! (3.9%), Georgia, $15,054(2.6%); 48" other jurisdictions,

| $211,490 (37.0%); Aggregate ‘Alien, $170 (0.0%). " (74117 4
\ | sl | ‘ 1 a1 ey

CAPITALIZATION

Capital Generation: Surplus growth had 'typically been 'very: strong until:
1999, benéfiting from exceptional underwriting profits and negligible capital
losses: From:11996 through 1999; surplus grew 80%; ‘addingclose t0~$70
million to the company’s capitali<With:the: heavy reserve ;additions taken:
during 2000, RSIs surplus dropped dramatically. Excluding the $60 million
capital contribution‘made at‘the énd-of 2001, surplus would- have'declined
further during the year due to additional loss reserye strengthening, The 2001
decline would have been worse but for $11.million in, benefit derived from
statutory accounting changes (“codification), : In response to the company’s
diminished surplus base, the parent contributed $60 million to'RSL during
December 2001¢and an additional.$110 million during 2002. ;. RSL began
. generating substantial underwriting profits during 2002, reflecting significant
market improvements in the Excess and SurplusJ.ines market:segment. As
the .company has sold its business; effective July, 2003, onja renewal rights
basis, future capital generation will be dependent upon the successful run off
of existing loss reserves as well as on investment earnings.

CAPVITAL GENERATION ANALYSIS (5000)

Source of Surplus Growth

Pretax Total Net  * ' Other, = | Clange PHS

Period Operating Inv. Contrib. Net of Cin - Growth
Ending Income. Gaing .Capital Tax PHS (%)

1999 - 4,624 3,817 1,316 22:123 14
2000 -44,632 -3,787 el 8,249 40,170 -26,0
2001 -45,628 1,231 60,000 11,826 21429 240
2002 80,548 -1,623 110,000 -29,013 159913 112:8
2003 18,833 22,019 : -25,900 14,952 50

5-Yr 13,747 14,023 170,000 - -33,522 164,247

Overall Capitalization: Overall capitalization improved considerably with
the $60 million capital contribution at the end of 2001 and the $110 million in
additional contributions made during 2002. Ceded reinsurance leverage has
traditionally been elevated relative to the company’s excess and surplus lines
peers. Somewhat mitigating this above-average leverage is the relatively good
credit quality of the company’s reinsurers. As.the company is essentiaily now:
in-run-off mode; having discontinued operations during 2003, ..the company’s
current and prospective risk-adjusted capitalization, while strong, is severely
constrained due to lack of significant financial support available from either

the Royal pool or its ultimate UK parent on a going forward basis.

To view a company's complete BEST'S COMPANY REPORT,
refer to BEST'S INSURANGE REPORTS on CD-ROM; 3531
or go online at www.ambest.com/bir

—




ROYAL SURPLUS LINES INSURANCE COMPANY

QUALITY OF SURPLUS ($000)

% of PHS —Dividend Requirements— .

! Year- . - Cap, Stock/ Stock- Div.To  Div.To
Period End Contrib. Unassigned holder PO! Net Inc.
Ending PHS Cap, Other  ~ Surplus Divs (%) %)
1999 154,505 315 68.5 ! s
2000 114,335 42.5 575
2001 141,764 76.6 - 23.4
2002 301,677 725 2FES
2003 316,629 69.0 310

LEVERAGE ANALYSIS
Company ~—~———Industry Composite—————
i ! Res,. i y i
Period NPWio to Net Gross NPW to Res. Net Gross
Ending  PHS PHS Lev. . Lev. PHS to PHS Lev. Lev.
1999 0.4 0,6 13 2.9 0.2 0.5 0.9 16
2000 0.7 1.5 2.6 ‘58 04 07 14 Pt
2001 S TR 1 A X 74 04 0.7 18 34
2002 e 1 i bt L El 1 5. a1 RS 43
2003 0.2 1.1 1.3 48 0.7 0.9 2.5 4,2
Current BCAR: 193 6 i , 1§
) ; PREMIUM COMPOSITION & GROWTH ANALYSIS

Period! _-DPW ; L ——GPWe——  ——NPW- ——NPE——|
Ending (8000): (% Chg)l (3000} (% Chg) (3000) (% Chg)  ($000)..:: (% Chg)
1999, 144,078 243 144,078 244 62,543 312 .56,765:1.26.9 11
2000 £ 177,529 2321 17%529, 23.2 78,553 256 69,4241 22,3 «
2001 307,429 ‘732 307,430¢ 73.2 162,867 1073 125,168 80i3 ¢
2002+ 667,908 117. 3 673j063; 118.9 296471 82.0 .249,230::99.1
2003 | y _572999: -14.9 163,079 -78.7 184,116 -26.1
5 YrCAGR ! \ i 13747 5.8 2 152
5Yr Chg I -394 323 3l \ 7

Reserve Quallty Prlor to 1999, loss réserves had typically proved reasonably
accurate,,thh sonlymodest: redundancies ordeficiencies: being recorded
'duririg @ny, given: year.: However, ‘begmnmg inc1999, the: Gompany. began! to
Tecoghize: xsevereldeflcxencwsxon* itsjdiscontinued: nursing: home liability
business; written ir ;1998: and;1999;:by adding:nearly $25; million o, Joss’

reserves in 1999: Loss reserves have ultimately. proved inadequate by sizable |

marginsin each ofithe followmg years,including in 2003. From 1999 through
year end 2003, nearly. $250, million of adverse development was recorded,
primarily on the 1998: through 2000 accident years; although reservesifot:the:
2001 accident year, werelmcreased by:i$19:million last year.,  AlM! Best
believes that-adverse loss reserve development may likely contmue to’ 1mpactl
results and, ultlmately, overall capxtahzatlon 12 b

st :

i LOSS & ALAl*'I RESDRVE DEVELOP CALENDAR YEAR ($000) 3

' Orig, " Devcloped Develop Devclop Develop Unpaid Unpaxd i
Calendar’™ " 'Loss' " ' Reserves' '/ to i Reserves Res'to’
Year /171 Reserves "1 Thru"03 '/ Orig. (%) ¢ PIIS(%) NPE (%) @12/03  Develop. (%)
19981111 3i70,196 - 1ii1481924 ¢ 11221000 5170033300 010 28,831 194!
1999111 91,106/ 253, 110 177.8 0 110104.9 1114459 -89;882 35,57
. 2000 165779411 1130053478131 L 117.8'1 432.9 130,926 43.6'
2001 227,18111741 342,515 11 50.8 814" 12736 189,599 55.4
200211 144 9263,120 00 348,166 111323 28:21111°139.7 256,071 735
2003 ¢ 319,622 319,622 173.6 319,622 100.0

Reinsurance Utilization: As a surplus lines writer, RSL utilized a significant
amount of ceded reinsurance in order to mitigate the impact from large losses.
Nevertheless, the company’s ceded reinsurance leverage of 3.4 times is nearly
twice, the level recorded by its surplus lines peer companies. Reinsurance
recoverables - are primarily from well-rated reinsurers and. have grown
significantly in recent years due to heavy gross underwriting losses and rapid
premium growth. At year-end 2003, net'recoverables due from reinsurers for
paid and unpaid losses (including IBNR) and unearned prémiums, equaled
182% of surplus and is high relative to the company’s peer industry composite
of 130%. " Paid losses recoverable, 'a balance sheet receivable, represented
nearly 15% of total reinsurance recoverables.’ As a result of this high leverage
of recoverables to surplus; the company is exposed to potentially uncollectible
reinsurance due to possible future contract disputes.

CEDED REINSURANCE ANALYSIS ($000)

Company ———Industry Composite——

E Ceded Bus. Reins. Ceded Bus,  Reins. Ceded
Period Reins. Ret. ~ Recov.to  Reins.to '~ Ret.  Recov.to  Reiss. to
Ending Total  ‘(4) " PHS(%) ' PHS(%) (%). PHS(%)  PHS(%)
1999 252,325 434 1017 1633 48.1 S50 8 70.4
2000 362,608  44.2 2232 3%l 46.4 93.0 124.0
2001 522715530 266.9 3687 333 1104 159.6
2002 925132 440" 1818 306.7 40.5 128.7 178.7
2003 1,084,970 11.0 - 1816 3427 38.9 113.0 167.7

=

— Best’s Ratings & Reports as of 07/22/04 —
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authonzed shares are outstandmg

i of /America; a iwholly-owhed submd:ary ‘of Royal: Group; Incy; a) Dela\\m(%‘\

* (financial risk officer),, Joseph J Mlstretla (chlef claims off:cer) Jamcgﬁ?

2003 REINSURANCE RECOVERABLES ($000)

Paid & 1
Unpaid ) Uncarned Other R"!al_
Losses’ IBNR Premiums  Recoy* g
US Affiliates. ... -6 : oy
Foreign Affiliates............ 96, § & X $
US Insurers ... 248 ,290 99,792 125,411 -36 4 %
Pools/Associations.. -1 i, 73,43; h
Other Non- Us L 76,341 18,120 9,093 -2,054 I g ¥
Total (ex US Aﬂlls) 324727 117911 1 134,504 2,080 \57&0 ,
Grand Total:.... 324720 (7911 134,504 2,090 57§‘03?'
* Includes Commussions less Funds Withheld b
INVESTMENT LEVERAGE ANALYSIS (% OF Phs) !
| i
——Company- :gl;m
Class Real  Other Non-Afil : Cl ¢
' Period 3-6 Estate/  Invested = Common Iny, Adlil, 36, gl
. Ending ~ Bonds ~ Mig. Asscls Stocks Lev, Ty, Bends' g{*m
| g imgly B LA i o i
2000 38 170 207 1ol 19-5
2001, 15 100 115 2T _-h-g
2002 13 4.6 Y Mg ol le
| 2003 1.7 AT ks |
y i el . I ik i i
I HISTORY

1,/ This, company, was mcorporated on, November 9- 1982 undc:r ll‘tb‘la\y
Connectlcut 1t began business: on March 9,”‘1983 Paid. up, Caplta !
$5,000,000 con31sts of; 50,000 qommon sharesig $l00 pa; value each,|A

Lo i u’l

Loatsng

o ysserdy
1 2 l“ ’,xulla

48

YHEGIO i
T uw § il Toonee ¢ e
" ) i;.MANAGEMENT iyl bk g |
All of the outstandmg capitalstock'is held by the Royal Insurance Compapy* |

holding company:iio s Bitibinosih mo gl v, et i

 Operations of this/ companyand -its: patentiare: directediiby, the! s;mléa
éxecutives that govern the:affairs ofithe: Royal & SunAlliance Insutancé G
in'the United States. The ultimate parent'is Royalc&:Sun'. Alhancevhlsur&

Group plc. e T

Officers: President and chlef execptlve offlcer, John llghe, semor i
president and chlef fmancnal 'officeér, Joseph E Flsher, senior vice preSi
and chief, operatmg ‘officer, Dennis W, Cah1]lt senior vice presndenle,
general counsel, ‘Laura'S. Lawrence (chief admlmstratlve ol’ﬁcer) seniot
presidents, Robert 1. Dixon (chxef human tesources off]cer) Andre Lefet

Williams I (chlef information oﬂ"lcer), vice pres1dent and controller
M. Davenport; vice president and chief actuaty John' o lepegm.,
presidents, . Catherine ; A.; Carlino: (finance ;officer), David K.

(reinsurance); secrelary, Linda Y. Pettigrew; treasurer, Gwyn W. Fuller

Directors: Scan' A. Beatty, Dennis W, Cahill, Robert J. Dixon, Tossp! &l‘”l' f

reinstirance program has a co-participation of 25% for prOPC prog cl 5
losses up-to a $270 million limit. The expiring: ‘reinsuran®
covered terrorism losses whereas in the 2002 program, terf or’
from this treaty and a separate program was placed for

only. Effective May 1, 2002, the group had terrorism reinst!
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apet risk
7lzlb"‘ 1th the 8!
itlie? 40 mlllIOn
(1 “ed up 0. $5¢
it excess O

lmscﬁ of loss atrar

ll
:ft 'fl‘crrcd sl ock vest )
s liort-termm
(():;r pon-allil iy asset ..
Total jnvested assets..
premiuim balances
corued m!erest
Altother assets...

Jotal 8888 smeece

Loss & LAE reserves ...
{ncarned IS, ovoeren
Conditional reserve funds..

Atother liabilities ...

Total liabilities ..
Capifal & assigned surplus
Ilwsrgncd surplus:,

Tohl pobcyhelders surp
Toml Highilities & surplus

i e sumy

Stalensent of Income
Preativms earned ..
Losses incurred. .,
LAB incurred. N
Undnv expenses in rred
it undsird iting i mcome

Nl invstment income’ |

nncome/expense.‘......

Treuy oper income.,,.,

Kailied eapital o

I40me taxes; fncurred,
helmmme

Fisher,; Laura'S: Lawrence, ‘Andre Lefebvre, JosephJ Mlstretta, J"h“ ‘\"Q“" v
(chalrman), James' G. Wllllams 1L ! iy g.‘ﬂny lnsuran(
‘REGULATORY' ber Al
An examination of the financial condition was made as OfD Cdg?)mdé‘f Wll 5“314366 3 East
2001'by the Insurance Department ‘of Connectiout."An apnual I . il i 3
audit of the company is condueted. by. PrlcewaterhouseCOOper n’t e,;pcﬂi I
annual evaluation of reserves for unpaid losses and loss adJ“Stme il R;,m
is made by J ohn J. Limpert, VP and Appointed Actuary. * 'l -?ﬁt‘; ;’{l our Opinion
Terutory The company is licensed in Connecticut. It also ‘;{’E AI»A\{[’ | & ,}]:‘3 X'T{:ll‘g of A (E;
. surplus lines or non-admitted basis in DC, U.S. Virgin Is]andS’MD’ M (‘ ' e g, CleF to the p;
AR, CA, CO, DE, FL, GA, HI, ID, IL, IN, IA KS,KY, LA,M ok Pf’ e p"OCedule_
MN, MS, MO, MT, NE, NV, NH, NJ, NM, N¥, NC, ND, OH, Ty
SC; SD TN TX, UT, VT VA, WA WV, W1 and WY l“mul; R
g
o Tl COMPAN
REINSURANCE PROGRAMS cal® uf,% Ry Y
The Company participates in the RSAUSA Group per risk 47 ad 16"’ SR ‘Lf'“dma ity Con
reinsurance programs. Effective May ‘1, 2002, the group 10658 a. e "‘ Ateriegy
- protection in place on a per risk basis for property Josses 1L 10% of P':};:ﬁ‘ f % A
million up to $320 million with the group retaining ]on 35( “%4,"31;3'-[_ I 1
catastrophe losses greater than $40 million up to $280 mill oty 05‘ ey “"Jhale Th
SUHde . Nerg
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isk basis for property losses in excess of $40 million up to $144

p"'lr o grOUP retaining 25%-of property’ catastrophe losses greater
h to-$100 million. Workers compensation losses: are-

50 million, excess:of $50 million. Under the 2002 program,
red uP os of $100. million up to $144 million, were covered under an
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RSULGROUP
-Manchester, NH
45 East Paces Ferry Road, Aﬂ‘mta, GA 30326

BEST’S RATING

e loth
RATING UNIT MEMBERS

RATING

MericanIns Co v v A T

RATING RATIONALE

e

, llﬁui;dﬁw

'lnd

(AMB# 18621):

asi S
:‘;“ "f‘lxss rangement
0
s BALANCE SHEET
3 ADMITTED ASSETS ($000)
12/31/03 212131102 *03% *02%
353,824 549,066 50.9 67.3
i k 6,355 6,163 0.9 0.8
a0 g 272,346 52,649 392, 6.5
Lig,l mr;;’;;ﬁii 5.424 13,894 08 L7
Qe 090 dassets e, 637,949 621,712 91.7 762
ot ol investe % . -39,525 88,440 -5.7 10.8
Mmmbﬂaﬂf 3,611 8,216 05 1.0
ooed mwe‘f: 93,408 97,750 13.4 12,0
i owl‘ ”‘e el 695,444 816,177 1000  100.0
Total 2555 1 annisepie R
LIABILITILS‘ & SURPLUS ($000) 3 ’ - g
12131103 12/31/02 '03%, 1177, 102%
337,215, 221900 o 48.81| Lin 333
S 1 | & 4 | (Sl
| et five (ol 8L ¢ S BBririoa B34 nnsil§ds
l"‘"“,ﬁl,mverunds 1020721 .10,807 32110k nichi
e 17,616 108,716, 257y |1 1133
1 e lisbilitis. : i O R
i FISBI8BIA 01 11 514,500 (5411 630
) l’mmsncdsurplus 11 218,600 I 218,600¢ 314" 01026.8
f ‘m&“ﬁsmpw 98,029'14) /114 183,077 4171y 4.1 s 1Qi2
r,m‘)ohcyholdcrs surplus pltada ik g _30L6m, 45.5-"'; e
i Tw}]”b;m]es&smplus | 695 444 836 l'i'fv e SO0
3 i SUMMARY 'dF 2003 OPERATIONS (5000) ! ': ‘ "I I" Y
g AT ! undsProvided N I3 Bedastiie
Stenient of Income 2}@1{93 s Operations | |y 5 12.’31/03.
Prestioms earned ..., 184, 1l4§~ Promlums collecled 91,906
Loses incurred,, 1116,766 111 /Benefit & loss related pm 86,390
lABmcurred L 71,374 Net transfers to accounts
Lpdiw expenses mcurrcd i 25,016 Undrw expense paid . . 64,952
M {Endecyriling incomse.,, 29,040} sUndrw cash flowi,...... X -59,436
- Sikyainent income., 124,805 Tavestment income ...... 32,238
‘_'mtrm:ome/expense 23,068 Other in fexp 23 068
) mhxeper income, 18,833  Pre-tax cashi operations........ -4, l3l}
o il goirs ... ........ 21,894 .
\’ ll\mncurred y -312 Income taxes pd (recov).....-.-,-.
i -l‘lm!omn 41,040

Fax: i404-231-3755

Ratn g zglﬂlon of the group’s Financial Strength, it is assigned a

(Excellent) The group’s Financial Size Category is

Coring e Preface for a complete explanatmn of Best’s Rating
ure,

ating reflects the group’s excellent capitalization, the’
\ng profitability of Resurgens Specialty Underwriting
Various books ‘of business, Alleghany’s vital role in
%bm anclng the group’s business plan, as well a$ Alleghany’s

Y and its historical track record, of profitably operating

0 N
“’“’SI o
RANCE REPORTS—PROPERTY/CASUALTY

» well-capitalized insurance subsidiaries. These positive rating factors are
partially offset by the group’s dependence on ceded reinsurance and exposure
to weather-related losses. Given the strong support it eceives from its parent,
along with the absence of dividend requirements and of exposure to losses
priot to July 1, 2003, RSUI maintains a favorable position in creating a strong
balance sheet and ﬂexxblhty in reacting to future business opportunities, and
as,such, the rating outlook is viewed as stable.

The rating for RSUI Group consists of the RSUI Indemnity Company and

. it’s wholly owned reinsured subsidiary, Landmark American Insurance
Company The strong capitalization stems from not only the group’s and the

; parent’sirisk-ayerse stance, but also from the amount of capital ayailable-at the

| msurance companies. With the acquisitions of RSUI Indemnity Company and
Landmark by Alleghany Corporation on July 1, 2003 and September 2, 2003,

i respectxvely the companies were capitalized with approximately $513 m1]l1on

and- $65 million, respectively. In addition, the established infrastructure and

experienced book of business that was moved to the group’s paper in the
second and third quarter of 2003 have historically generated: strong
underwriting profitability. It is antlclpated that the historical profitability will
continue under Alleghany’s ownership given the stability of management and
thb’fe;ent1on of claims and underwriting staff post acqulsmon The favorable
underwriting results are derived from the :group’s strategy of selectively
focusmg on lines of business it understands, while ‘allowing for dpportumstw
growth and contraction of busiress; while generating underwrmng proflt in
the face.of decreasing'top. line revenue. A.M.: Best anticipates that'RSUT:

i Gréup's strong capitalization and historical profitability will continue under

Alleghany’s ownership and is based upon the expectation that the group’s,
managemeht Wlll uphold its ' business ‘plah) sustain profltable operatmg
earhméﬁ and maintain adequate capitalization for the rating.

“Thé group’s negative factors stem from its extensive use of quota sharg

| reinsurance and the associated credit risk 'to protect its’ capital 'base and

stabilize capacity. Partially mitigating the concern over the dependence on
ceded, reinsurance, which ' ‘total’ approxlmately 50% of direct prem]ums
wmten,‘ 19" the ‘quality ‘of 'the .group’s feinsurance’ partners,‘as well ‘as'the
favorable' terms ‘and’ condmons of those!quota‘share: réinsurance agreements.
Farthetinore, the/group’s "weatherrelated and event-related ‘éxposures! are
derived from'its' éxposure to’ hurricanesi {and'earthquakes. However, strong’
catastrophe reinsurance allows for the! ptolectlon of'iits’ capital' from’ adverse

. gvents'and’'a manageablé’ net- probable maximimi! [oss' (PML) relative to’

pohcyholder surplus Nevertheless, A.M. Best ' will closely monitof other-
faCtors'that cause ‘the potential for' negative unpacts on the group’s financial
strength iinchiding the' performancelof ‘its‘common stock ‘portfolio, written
premmm growth and loss reserve development pattems il

] (FIVE YEAR RAT].NG HISTORY
i Ll Ratmg as ofJuly 22 2004::A :

L el i Best's’ b, ! Best's
il Date I 'Rating Dato %1 Rating ¢
feetane bt 00 Q426408 L1 e ¢ 092303 " A { i
KEY FINANCIAL INDICATORS ($000)
— & 4 Ll L " Stamtory Dafa—— —
Direct Net Pretax | , Total Policy-
Period  ‘Premjums  Premiums Operating Net Admitted holders’
Endmg‘ Written Writfen Income | Income Assets Surplus
| 1999, e o s ;
| 2000
2001
2002 y o i
2003 531,753 622,911 83,570 28,599 1,448,772 565,997
—Profitability— Leverage—-—— - ——Liquidity——
Inv, Pretax |, NA G i S T Overall Oper.
Period  Comb. Yield ROR Ty NPWto  Net Liq. Cash-
Ending.  Ratio- . (%) (%) Lev PHS Lev (%) flow (%)
11999 i o i ; i
2000
2001
2002
2003 62.1 284 213 1.1 25 166.1 547.3
CORPORATE STRUCTURE
AMB COMPANY NAME DOMICILE % OWN
' 12603 - RSUI Indemnity Company NH
12619 Landmark American Ins Co OK 100.00

BUSINESS REVIEW

RSUI Group consists of the group’s lead company, RSUI Indemnity
Company (RSUI) ,:and its ‘reinsured subsidiary, Landmark American
Insurance Company (Landmark).

RSUI is a 50-state licensed admitted company. Landmark is a surplus lines
carrier.

Business written consists of monoline commercial property, as well as
various lines of inland marine, general: liability, umbrella/excess l1ab111ty,
directors and officers lxablhty, and professional liability insurance. Business 1s

To view a company's complete BEST'S COMPANY REPORT,
refer to BEST'S INSURANCE REPORTS on CD-ROM,

3533
or go online at www.ambest.com/bir
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RSUI GROUP

produced exclusively through approximately 150 wholesale intermediaries
country-wide. Key classes of each line of business include: Property -
multi-location layered programs, builders risk, and busingss interruption;
Umbrella/Excess - contractors manufacmrers/wholesalers/drstl1butors and
public entities; General Liability - manuchturmg/processmg, wholesalers
and dlstrlbutors Directors and Officers lability - most classes of business,
with a limited desncforFortune 500 companies; Professional Liability - a new
line of business for RSUI Inc.; that will target’ miscellancouis eirors and
OllllSSIOIl (E&O), professmnal habrllty and some other non-standard classes.

2003 BUSINESS PRODUCTION AND PROFIT ABILI l‘ Y ($000)

] % of Purc Loss
’ —Premiurns Wrillen— Total - Less | &LAR

Product Line _ Direct Net ., NPW  Ratio. .  Res.
Bireiccunopsin 123,970 174,053 219 213, 19,356,
Allied Lines . 85,966 157,612 25,3 399 | 2'[,027
_Oth Liab Oceur , 154,036 132,146 21.2| 439 45,096
Oth Liab Cl- Madc . 68,691 62,260 , 10.0 438 21,3717
Inland Marine. 28,937 40,537 6.5 . 266 3,691,
Prod Liab Occur., 28,592 . 30,529 1y 4 50.6 13,180
Med Mal Cl-Made 717, 16244 1026, 0359 4,323,
Com’l MultiPeril.......... 12,5804 nliefor 2890isnrd 103 839, 1y 0:h902
AOWhET s 10302 oy 8T8 it el 020 e it 408

Totls.. 531,753 622,911 00.0/1 0BT 3 19685D)

Ma or 2003. Direct Premmm Wrmngs by State ($0(}0) (,alrfom;a,l
$129 102 (24.3%); Florida, $55,084 (10, 4%2, Illmms, $37,538 (7.1%); New,
York, $31,452 (5.9%);  Texas, ‘l§26 124 49%), ,47 othe; )urrsd{cqeps
$252 408 (47 5%); Canada, $45 (0 0%) i | 3

CAPITALIZATION ¢ LT balio

. The gr oup maintains excellent capltahzatron as measured by Best* Cap;tal
Adeqqacy Ratig; (BCAR), stemming  from its. well—eapnahzed; SUrane
companies; reasonable underwriting: leverage, and_ conservative. mvestmentr
risk. . The strong capxtal position. s, partially, algsorbed by the group’s use; of;
ceded reinsurance as, it utilizes multlple «quota shate remsurance{agreements,
on all,lines 'of busmess it writes. | Nevertheless, they financial strengthland\
commitment, of; theugroup Si parent company, along wrth.the -absence! of,
dividend requlrements andof.exposure to losses, pnor to.July, 1 ,;2003 should,
also position RSUI to create astrong t balance sheet and be better posmoned for
future business opportunities. A. M, Best will closely monitor the company,’s i
capitalization, to ensure trends in underwntmg leverage loss reserVe
development and capital growth are appropnate for its'rating. "

It’s ‘expected that the group’ ‘willigenerate most of its surplus appreaatxon
through internal operating earnings, primarily. from underwriting income, as
was the case through year-end:2003. While it benefits from the inVestment
experience of its parent orgamzauon the group is not dependent on investment
capital apprecrahon to bolster 1ts surplus posmon

A ’._,),.‘ !

CAPITAL GENDRATION ANALYSIS (5000)

— —Source'of SurplusGrowt ——
Pretax Total Net' ‘Other, Change PHS
Period Operating Tov. Contrib.' ‘Netof in ' Growth
Ending Income Gains -Capital Tax PHS (VOR
1999 s b a L
2000 n 0
2001 N 3 A
20027 i
2003 83,570 32,220 518,660
QUALITY OF SURPLUS ($000).
% of PHS + —Dividend Requirements-—

Year- Cap. Stock/ Stock-- Div.To. Div.To
Period End Contrib. Unassigned holder POI Net Inc.
Ending PHS Cap, Other  Surplus Divs (%) (%)
1999 W
2000 3
2001
2002 & v
2003 565,997 91.8 " 82

LEVERAGE ANALYSIS
Company Industry Composite—————
Res. ,

Period NPWto - to - Net Gross  NPWto Res. Net Gross
Ending  PUS PHS Lev. Lev. PHS to PHS Lev. Lev.
1999 L e A
2000
2001
2002 Y o iy
2003 11 0.2 2.5 137

Current BCAR: 313.2 ~
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PREMIUM COMPOSITION & GROWTH AN ALyg ” i llf?) L;gﬂh
Pefiih ® 1 AsSuppiae e L e iGpWL S < _seuNDW 18 *’(':wcn 3 reinsy
 Ending (8000) (%Chg) (S000) (%Chg) (S000) (% Chg) o, Py, X % o
1999 & R 2 Ll O “ulm mpl
2000 & s i ,,"‘lu ) e toﬂg Ur
2001 i . 2y . Platin’s
2002 it : i Y I nce
2003 531,753 909,392 622911 i 4 C‘m\p ympany b
LOSS & ALAE RESERVE DEVELOP.: CALENDAR yy AR w\“ jance- l?l'glff
Orig. Developed  Develop.  Develop. Develop. Unpaig (3003) | B g;;llll jon pet mty
Calendar Loss Reserves to to to Reserve, “Da i SU] Inder a
Year Reserves  Thru’03  Orig. (%) PHS(%) NPE(%) @) 2/0§ Dw Rey 151 L dmﬂfk Amer.m
1998 : s T e s g [ o
1999 = G ak K : g s co
2000 ) ,v i ; el
' 2001 by i . A A
2002 ;
2003 128,597 128,597 43.8 128 595 ek
; 1
Reinsurance Utilization: The group’s overall goal is to proteet i its¢
1 surplus from catastrophlc events, Italso utilizes quota share remsl,raap"“' dnd anion SLOCK- o
lines of business to create'stable capacity for its product lines and lim; nh&sh“”'mm s
retained line to protect its. capital. “As a result, the groy s quot“ iy gusrnon-allil inv asset .
cessions total approximately 50% of direct written premium, Also Totalinvested assets....
uota sharé treaties inure to the benefit of the catastrophe plogram jum balances
L. RSUI's direct business is_geographically spread throughout  th: Ut i ,
States ‘

| Includes Commissions less Funds Withheld

The group utilizes up-to-date. catastrophe models to undersiyng.
exposure 't catastrophic losses .and monitor/ineasure  its acoun
exposures.| Its'primary. catastrophe exposure stems from both hurriean
earthquakes‘ However, these exposures are mitigated through ex
reinsurance, as well as catastrophe protection that has cnabled the
itiprove its net catastrophe leverage to a very manageable' lével/ Ag |
the group’s net {)robable ‘maximum:losses, (PML) stemming from a 100y
hurricane depictedina M .alysxs represents less than 10% of surplus, Tie
associated risk of the'group’s reinsurance, on both a quota share an excc
l(\)}sé asis, is mitigated by the i | !
It .<Hiﬁ‘ '
ERS
,L”

ndustry Compoxluli
" Reis.

1 'Céded Bus.

Peried

Reius. .. i ; Reins.to  Ret. . Recovilo! uR(lli
Ending Tol . (4), PHSCH PHSCA) (4 PHSCH) DI
1999 Eacl iSRG et
2oog et R
20027 SHIA b Tt e
203 666,743 '64'5 57 2 1178
2003 REINSURANCE RECOVERABLES ($000) |
Paid & 3
Unpaid Unearned Olher‘ i
B 1 Losses IBNR Premiums Recov
US Affiliates....... 531 14,934 138,694 g
US Insurers : 11,937, 43,847 204,686 30, )
Other Non-US..cc...ocooe - 2,020 9274 . 18230 _ 3B
EN: & Hihter i
Total xUSAMS)..... 13,957 53,121 222,916 333; Wbl
Grand Total.............o.o-.. 14,488 68,055 361,610 3,

INVESTMENT LEVERAGE ANALYSIS (

o C pany R S Class |
Class Real Other Non-Affil o ¥
Period 3-6 Estate/  Invested ' Common Inv. Aftil Bon
Ending: Bonds =~ Mtg,  Assets  Stocks  Lev Inv.
1999 e g X
2000 & 5 5
2001 :
2002 ‘ ) -
2003 1.6 o 07 25.0 21.3
REINSURANCE PROGRAMS o for 90 g
The group maintains ground up catastrophe Covemgat s 100" 0 it jy
million excess of $20 million, of which it co—par“mp (Exeq)

August 1, 2003 the group purchased an additional
protectron for 75% of $50 million excess of $250 ™! tfo 110 th
maintains various surplus share treaties for its direct po! 00% quo c!”"
benefit of the catastrophe program. These include 2 1y y, g 'naﬂ
property business, 50% quota share on professiona Jia i sharc sl‘
and directors and officers' liability, and variable ‘l“o 0% ‘l"
policies. The variable umbreila quota shares consist ;
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RSUIINDEMNITY COMPANY:
to $10 million, and a 75% quota share on policy limits | FIVE YEAR RATING HISTORY
|,mlt“(‘) plmon and $30 million. Due to the use of quota share Rating as of July:22, 2004: A g.
' 81 surance cessions are approximately 50% of direct written Best i Best’
4008 rei group’s principal reinsurers are Swiss Reinsurance America Date -4 e R:fi‘ns Batd R:sﬁ‘ns
ulﬂ Thgm loyers Reinsurance Corporation, XL Reinsurance America | 0426004 - A & 0010 A L
Underwrltel‘s Reinsurance Company, Odyssey America 09/23/03 A &
: i [ I pl e C pANYs Chubb Reinsurance Inc. and Amencan Relnsurance : s
vl 2 ganc KEY FINANCIAL INDICATORS ($000)
st
o Y has’ a. tefforism | reinsurance arrangement with Royal &
; C\’;” pany erty Per Risk capacity is in place for $95 million excess of Direct Net Pretsi\;at?'Fory Da il Policy-
@}1p\llian05érnsk per occurrence. Period - Premiums  Premiums  Operating Net © Admitted . .holdel)‘,s'
i |ong it Company assumes 90%of the busmess of its subsidiary, | Ending . Written Written Income Income Assets Surplus
> I“Ai,erlcaﬂ Insurance Company, on a quota share basis.. 1999 = 7 e :
o ) 2000
S CONSOLIDATED BALANCE SHEET, ' | a0
Ll e (atDecember31 2003) 2002 JE0T
W ADMITTED ASSETS ($000) | 20().3 103,955 603,680 83,570 28,928 1,129,310 565,997_
H I il h Aok "/, ! ——Profitability—— — Leverage————.  ——Liquidity—— ¥ !
B Ak [ HI231/03 12131102 103% " 2% | Inv.  Pretax NA Overall . Oper. . il
1600 116111596,889" o2t il Period Comb.  Yield  ROR Inv NPWto  Net Lig. Cash- B "ﬂi‘
4 Sl 141,513 HEHEARRI L. XL kY : Ending; . Ratio: » (%) %) Lev . PHS | Lev, (%) flow, (%), }'l I
pitalang i 8T R | 1999 il B § ARl R gl
hec o gl &S‘:’;m]mvamt Ahanegiti i, 03 . .. | 2000 ]
N"m s. 1141990,9481111 1141 L, ule gl pidin ) 2001 |1 1 E L
ol o5 DO il R i) | B o e el PO i
m‘bflaﬂm ) .,_83%,,,, TS pa o's»..:.m.' j 20’103'1“;" 619 1 aRR Y AR NI R0 a0 4482 i
ried interes o A i . p {4 1T TR VER TR f Fafe SRR T
putk (e e i |
,f s om ) i LB s |  BUSINESS REVIEW: il
Tt il ,-.‘1,448 772 Sy Iﬁqﬂ pich For a' detailed discussion of business’review, refer to the report of RSUI
LIABILmEs&sURPLUS(suoo) gsnlrosiviae § PR 1t iG) < 3 bosionil of wmnaee s 90T Sraesires)
i o "2,31,03‘ _ ]tzmmz '“03%" " ',32% | /'2003 BUSINESS PRODUCTION AND PROFITABIL]TY (sooo) Al
211l 86352ty bk 9 e T %of Pure Loss b
511329,081 51 11yl Wl esstis s —Premlqnwlswntten- .. Total ., Loss &LAE
el 033t b i vt Qo o Produclee Diféet «* * 'Net ' ' '“NPW " Ratio Res.
st 1ora 406,810 e el ) Babriplirwngy | Firgl /1 9031,08810 1 169,305 1 T 280D b 2 18973
o 1 pyrr i gaghiint , AlhedLmes,.. 22,626 154093 255 399 26,670 b
e ',,,,.,.:_,i T s T | Oth Liab Oceur,...cvv. 39,417 11 1204675 s 2LL o 439 44,398 ‘
kit (L7 g e Za | Otk Liab Cl-Made. 4121 9444 98 437 . 20,865
s 848,772, vy e 41000,y || Inland Marine.... AnSS2L 1010 39,8160 10 65 262 3,594
; .. | ProdLiab Occur, ; 29,104 438 50.5 12,860
; Med Mal Cl-Mad; THY 114 T 115,522 2.6 358 & 4,252
P el Ayt i | AlOther... 519 9209 15 _ 345 2215
o F“'(’,"lfj;;’,f::““"“ i ,2,3,,@ 5 103955 ' (1603,680 1000 371 133827
» 233 gw l ;? fums collécted . i \ '6(1)3 946 | Major 2003 Direct Premium Wlmngs by State ($000) Texas, $25.943,
9,509 1 |“Benifit & loss refe Pm*s 85 | (25.0%); Illinois, $20,372 (19.6%); Michigan, $9,075 (8.7%); New.York;

40 561 " Net transfers (o detoun

. el L $8:114 (7.8%); Pennsylvania, $8, 074 (7.8%); 28 other Junsdnctlons, $32 376
i 68,589 "I Undrwe exenst paid....

184 922 (31. 1%).

115, i e Undrw eash flow... rpee) 33,8;53{ CAPITALIZATION
8,399 lnvcstmenl income .. ot .4,804
(1835701, 11101\ Pr e—m 5 mshowwom 543,338 For a detailed discussion of cap:tahzanon refer to the report'of RSUI
IRAT by i | R oy | P
157,442 | |Income taxes pd (recav) 142,140 C ,APITAL GENERATION ANALYSIS ($000)
'l “28)599 0 Net offer cash flaw L1 501,198 Source of Surplus Growth
g L B ! b ‘Pretax - Total " Net Other, Change PHS
s ) 1Py Lt ' ! ; ' Period Operating Iny. Contrib. Ne_t“o_f in : Growth
‘ e ol ZIRTL A Ending . <Income Gains Capital Tax PHS e fie (%) 7
i L 1 1999 ’ . Ty
' W 2000
g ! { iy 2001
an ] £ J - 4 2002
2003 83,570 21,748 518,660
:‘ y nsulr{anlcﬁe IHoldmgS' b ETR
| N RY
i I])“]gb(!lligtléy S}?MPANY This company was incorporated under the laws of New. Hampshire on June
I AN 2 East Pace F i R T Atl 6 16, 1977 to act as the vehicle for the transfer of corporate domicile of Buffalo
Dy 366 s Ferry Road, Atlanta, GA 3032 Remsurance Company, from: New York, New- York -to Concord, New

I Fax: 404-231-3755 Hampshire, effected on December 31, 1977. The predecessor company was

a1 S NAIC#: 22314 | incorporated on February. 15, 1867 under the laws of New York as the Buffalo
L German Insurance Company

- e - Operations were conducted under the mle Buffalo Insurance Company

mnion fBEST’S RATING ~ o from:October 10, 1917.until January 2, 1975, when the corporate name was

ing ano the consolidated Financial Strength of the | changed to Unionamerica Reinsurance, Company. The title Buffalo

Qen 0.7 o8 subsidxanes, the company is assigned a Best’s | Reinsurance Company was adopted on February 1, 1977, and the current title

Pl‘efae fo he company’s Financial Size Category is Class | was adopted on November 3, 1987. Effective May, 2000 the company became

or a complete explanation of Best’s Rating system | an indirect wholly owned subsidiary of Swiss Re America Corporation.

On July 1, 2003, Alleghany Cor poration acquired Royal Specialty

RA Underwrmng, Inciy’ a ‘managing underwriting agency, renewal rights to the

TING RATIONALE ; ongoing business underwntten by Royal Specialty Underwriting Inc: and the

On of the rating rationale, refer to the report of RSUI | felated unearned premiui reserve’ portfolio: for $115 million: To support

] ; e future business to be underwritten, Alleghany also purchased Underwriters

lo
d d]s()u Sl

RANC To view a company's complete BEST'S COMPANY REPORT,
E REPORTS—PROPERTY/CASUALTY refer 1o BEST'S INSURANCE REPORTS, o11:CD-ROM, 3535
or go online at www.ambest.com/bir



RURAL COMMUNITY INSURANCE COMPANY

Reinsurance Company-(URC):from Swiss Re America-Corporation. Shortly
after the acquisitions,cURC was re-named RSUI Indemnity Company and
Royal Specialty Underwriting Inc. was re-named Resurgens Specialty
Underwriting Inc (RSUI Inc.) - As part of the transaction, Alleghany did not
acquire any loss reserves associated with business previously produced and
earned by Resurgens. Also, to support future business to be underwritten,
Allleghany capitalized RSUI Indemnity Company at approximately $513
million. gl j : +

MANAGEMENT ;

The company is a wholly owned subsidiary of Alleghany Insurance Holding
LLC. The ultimate parent, Alleghany Corporation, is traded on the New York
Stock Exchange under the symbol Y. The company is managed and operated
by employees of RSUI Indemnity Company.

Officers: Chairman and chief executive officer, James A. Dixon; president,
Elwood G. Lassiter IIT; executive vice president, David E. Leonard; senior vice
president and treasurer, Phillip- S, McCrorie; vice president and secretary,
Kathy J. Aberson; vice presidents, John J. Burns, Dorothea C. Gilliam, Weston
M. Hicks,

Directors: James A. Dixon, Dorothea C. Gilliam, Weston M., Hicks, Elwood
G: Lassiter I1I, David E. Leonard, James P. Slattery.

REGULATORY
-An examination of the financial condition was made as of March 31, 2001
by the Insurance Department of New Hampshire. An annual independent audit
of the company is conducted by KPMG, LLP. An annual evaluation of reserves
for unpaid losses and loss adjustment expenses is made, by Milliman USA.

Territory: The company is licensed in DC, AZ, AR, CA, CO, DE, ID, IL, IN,

IA, K8y KX, MD, MI, MS, MT,NE; NV, NH, NM, NY,ND, OH, OK, OR, PA,
RL SC, SD, TN, TX, UT, VT, WA, WV, Wl and WY.

: | REINSURANCE PROGRAMS
For a detailed discussion of reinsurance, refer to the report of RSUI Group.

& '

e /> BALANCE SHEET
e : ADMITTED ASSETS (3000)

: '12/31/03 12/31/02 '03% ’02%
Bonds....vecereene. 567,596 50.3
Common stock.. 1~141,513 i 12.5
Cash & short-term invest 103,685 9.2
Other not-affil inv asset. 137799 { . 03
Invéstients i afiliat 161,929 S 5.5

Hii A8 E ARG 1t
“ Fotal iiivested asset 878,521 P 71.8
Premium balances .. 167,827 - 14.9
Accrued interest 7,765 v 0.7
Allother pssets,. Akl day, =B,
Total assets 1,129,310 100.0
" LIABILITIES & SURPLUS ($000)

e agpr 12/31/03 1213102 0 "03% '02%
Loss & LAE reserves .. 133,827 119 1,
Uriearned premiums... 313,585 . 21.8
Conditional reserve fund 4,635 i 0.4
All other liabilities...... 111,266 - 9.9

Total Habilities . .....coc vorevreccrnrereaes 563,312 G 499
Capital & assigned surplus............co.... .519,852 vel 46.0
Unassigned surplus . % 46,145 s 4.1

Total policyholders’ surplus............ 565,997, ¥ 50.1

"Total liabilities & Srplus............. 1,129,310 100,0

SUMMARY OF 2003 OPERATIONS ($000)
; Funds Provided from
Statement of Income 12/31/03 _ Operations 12/31/83
Premiums eared .................... 290,095 Premiums collected ................. 476,073
Losses incurred.., 107,717 Benefit & loss related pmts ... 13,271
LAE incurred ........ 39,789 Net transfers to accounts........ i
Undrw expenses incurred . 66,423 Undrw expense paid ... & __ 52,665
Net underwriting income.... 76,167 Undrw cash flow........ Al 410,136
Net investment income. ., - 7,403 Investment income ................. 3,873
- . Pre-tax oper income... 83,570 Pre-tax cash operations....... 414,009
Realized capital gains.... 1,776 y .
Income taxes incurred.... 7 56,418 Income taxes pd (recov)............ 41,140
Not i100me uwsdiisaiuisinis 28,928 - ‘Net oper cash flow ... 372,869

3536 — Best’s Ratings & Reports as of 07/22/04 —

. added balance sheet protection provided by an aggregate stop loss 1o

. flexibility and operating liquidity is afforded through the company

. reinsurance :and the potential fQ'r‘.un,defWrilin"g's‘{o_lg‘ti,lity.”_Thg,Lattcg,w

" to $1 billionin 2004 from $685 million in 2003. The additionag;rtznzl s ‘3};(

it
' the United States Department of Agriculture, is expected (© be Zunch)

Best’s Best's
Date Rating Date Rating
05/17/04 A 11/12/01 A-
03/11/03  A- 06/02/00 ~ BF*6
KEY FINANCIAL INDICATORS ($000)
g Statutory Data TO“" \ " ;:’\Wr‘ A
Direct Net Protax . Admitted | yﬂ@:“ el
Pertod Premiums Premiums  Operating + Net {s * ‘6‘"”‘5
Ending Written Written income Income 5391053 # 9‘. ]
- 1999 398,302 159,226 9,075 5,658 42 {49
2000 426,237 193,237 11,509 7,437 997’403
2001 423,721 31634 - 10,756 7,047 147:"
2002 0219% 292742 1,358 940 o8
2003 471,009 395,268 12,034 7,888 b

Centurion Insurance Group
RURAL COMMUNITY INSURANCE COMmp AN
- ~Minneapolis, MN - Ny
3501 Thurston Avenue, Anoka, MN 55303
L Web: www.rcis.com
Tel: 763-323-2299

Fax: 763.
AMBE: 02647 NAICH 304
FEIN#: 41-1375004 ' 33y

BEST’S RATING
Based on our opinion of the company’s Financial Strength_ j¢ o
Best’s Rating of A (Excellent). The company’s Financia] S,ize Cassxgnm A
Class VIIL Refer to the Preface for a complete explanation of B, a’ CRory
system and procedure. - Sty Ragy,

RATING RATIONALE

Rating Rationale; The rating reflects Rural Community | '
Company’s (RCIC) solid capitalization, historically strop (;‘S“Rs}ce
performance and the benefits gained from ifs Iéading market prese P Crlting

the multi-peril crop insurance (MPCI) field. In addition, signmcanrt’cf‘i"“‘;/ilch_u;
13

parent, Wells Fargo & Company, on¢ of the largest pl_lbliciy-lradgdsfliﬁlitﬂiizz%gcl

services organizations in the United States. , This rating also TeCognizeg fhe
treaty, which minimizes the potential impact from severe underwrit il
and management'’s knowledge and'expertise in the highly: specializeq Ml
marketplace.” These attributes are exhibited by RCIC’s vhis‘iorically favorable

track record, profitability and sustained surplus growth. Somewhat offse(gi
these positive factors are the company’s rather natrow product mix, refifing

exhibited during 2002 when severe drought conditions, afflicting most of th
company’s operating territories, generated a modest underwriting foss.

IR
Furthermore; RCIC’s performance ‘is Jargely - dependent "upon’ tea itiongl 1

reinsurance,  which is somewhat concentrated with three *highly-tated
commercidl reinsurérs, although recoverables are more than offset by edded
balances payable. Lastly, RCIC’s expense structure, which flows through the
operations of its immediate parent, Rural Community Insurance Services (s
MGA), is contingent upon ceding commissions, as well as administrative and
overhead (A&Q). subsidies provided by the Federal Crop Insurance Cop.
Nevertheless, while.the group’s cost structure is somewhat elevated relatise®
its- MPCI peers, it is.expected to improye, through increased fee insont
anticipated during 2004 and beyond as'a!result of a new xmrkcg!{\ij
arrangement with Fireman’s Fund Thsurance Companies. As a rﬂ?SU":g‘S:';-. W
Best views RCIC’s ratinig ‘outlook'ds stable. - ) et

While RCIC ranked second:ainong ithe leading MPCI and. crop f”‘;’ :
coverage insurers in the United States during 2003; the company 15 e"Pchc if of
vault: to, the -numberrone position’'as it ‘begins underwriting on b‘m o
Fireman’s Fund Insurance Companies, effective July 1, 2004. Under O
arrangement, RCIC is expected to increase its gross MPCI premlumil:m ot
substantial cessions to the Federal Crop Insurance Corp. (FCIC),

reinsured with Fireman’s Fund retaining 50%, Empire Fire & Mar:;cnsmerc
retaining 30% and RCIC retaining the remaining 20% ,(beforemicipmcd?
reinsurance). As a result, RCIC’s overall net retention is not a‘e (gross) #
grow markedly during 2004. In addition, RCIC’s market shat )

expected to grow from 20% to approximately 27% during 2004

FIVE YEAR RATING HISTORY
Rating as of July 22, 2004: A

y/ch
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[IMPORTANT NOTICE

The information presented herein s prepared solely for the confidential use of A.M. Best
Company (A.M. Best) subscribers. For most insurancé compdnies domiciled in the United States,
the data contained within is based on each insurance company's sworn annual and quarterly Gf
availablé).’ finariclal  statement’ as prescribéd by the Natignal Association of ‘Instrance
Commussioners (NAIC) and as filed with the Inslirance Commissionefs of ithe-states in which the
companies are licensed to do business. These official financial statements are presented in accor-
dance with statutory accounting requirements,

H Leg ot R 4 % Rl

Data related to companies oiaerauh'g outside the \Un‘ftefd(\ §t§tes is presented in accordance
with customs or regulatory requirements of the country.of domicile, and. there may be signifi-
cant variations in accounting ‘standards of methodst of reporting from ione country to another.
These differences are imbedded in the accounting principles used, the valuation of assets and
liabilities and the treatment of taxes. Financial data is usually received in the currency of the
country where the ‘compdny is domiciled, and out reports are’ generally presented-in that ¢t
tency and may be presented in U.S. dollars as well. Our non-U.S. reports represent a variety of
reporting dates as the fiscal year utilized by companies varies va§gording to traditional reporting
periods or regulatory requir%méxgté\.} Within' sanie; of thé,Can d}ap\company presentations, pot-
tions of the Canadian data are provided by Beyond 20/20- Iné:, Oitawa, Canada.

In addition, our products may include supplemental igfqr ation obtained by us, such as data
supplied in response to our questionnaite; {d%tz{i c;ogtéinfgd??n state examination reports; audit
reports prepared by certified public accountants; 10ss reserve repotts prepared by loss reserve
specialists; annual reports to stockholders and policyholders; Generally Accepted Accounting
Principles (GAAP) or International . Accounting Stapda‘dsif'gllxsy financial statements; and reports
filed with the Securities and Exchange Commission (§]:EC'I) in the United States. Meetings between
AM. Best senior staff personnel and company management also provide additional and valuable
in-depth information on the company's cur ent petformance and future objectives.

While the information obtained from these sources is believed to be reliable, its accuracy is
not guaranteed. We do submit the data to a rigorous, computerized cross-checking routine to ver-
ify its arithmetic accuracy. However, we do not audit the company's financial records or state-
ments and therefore cannot attest as to the accuracy of the information provided to us.
Consequently, no representations or warranties are made or given as to the accuracy or com-
pleteness of the information presented herein, and no responsibility can be accepted for any
error, omission or inaccuracy in our reports. N bhe g .

—_ A O VIOR QTR AT LN N0 IR A L I

A Financial Strength ‘Rating is ah indépendent opinion “of ‘an‘insurer’s“financial strength and
ability. to.meet its ongoing insurance policy and contract opli ations. If is based on a compre-
hensitahtative o qonlisiive EVATuRon BF 3 KMDARY pabie Wae Sfenath idgering
performance and business profile.

The Financial Strength Rating opinion addresses the relative ability of an insurer to meet its
ongoing. insurance obligations., The ratings.are not-assigned to.. ific; insurance policies o
co a%%;é%asd& not a\c%é?}e%é any Othéi”r%lé,ﬁné&di%’g,‘%ﬁf ‘not] igxll:ﬁt?eg*‘t"og, an %n’sﬂg's'clfxims{
payment policies or procedures; the ability of the insurer to dispute or deny claims payment on
grounds of misrepresentation or fraud; or any specific liability contractually borne by the poli-
-cy or contract holder. A Financial Strength Rating is not a recommendation to purchase, hold or
terminate any insurance policy, contract or any other financial obligation issued by an insurer,
nor does it address the suitability of any particular policy or contract for a specific purpose or
purchaser.

In arriving at a rating decision; A, M/ Best xelies!on! third-party audited financial data and/or
other information provided to it. While this information is believed to be reliable, A.M. Best does
not independently verify the accuracy or reliability of the information. Any and all ratings, opin-
ions and information contained herein are provided "as is," without any express or implied war-
ranty. A rating may be changed, suspended or withdrawn at any time for any reason at the sole
discretion of A.M. Best. For additional details, see. A.M. Best's Terms of Use at www.ambest.com.

A.M. Best does not sell securities nor provide investment advice. It is compensated for its
interactive ratings from the insurance companies it rates.

Copyright © 2008 by A.M. Best Company, Inc., Ambest Road, Oldwick, New Jersey 08858.
ALL RIGHTS RESERVED. No part of this report or document may be reproduced, retransmitted
or distributed in any electronic form or by any means, or stored in a database or retrieval sys-
tem, without the prior written permission of the A.M. Best Company. For additional details, see
Terms of Use available at the A.M. Best Company Web site: www.ambest.com.

Best's is a registered trademark of the A M, Best Company, Inc.
The rating symbols " A++ ", " A+ ", " A", "A-" " B++ " and " B+ " are registered
certification marks of thé A.M. Best Company, Inc.

ISSN 0148-3218
- ISBN 978:1-934301-51-7

' PRINTED IN THE UNITED STATES OF AMERICA
And produced with Best’s Publishing System
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ARROWOOD INDEMNITY COMPANY

INVESTMENT LEVERAGE ANALYSIS (% OF PHS)

Industry
Company —Composite—
Class Real Other ? Non-Affil. . Class
Period 3-6:  Estate/ Invested Common Inv. Affil. 3-6  Common
Ending  Bonds  Mtg. Assets Stocks Lev. Inv.  Bonds  Stocks
2003 . 0.5 438 442 0.1 5.1 3717
2004 ! 0.6 54.1 54.7 0.1 39 32.4
2005 - 0.6 479 48.6 0.1 33 313
2006 - 0.6 44.1 44.7 0.1 3.5 28.0
2007 1.0 0.5 404 41.9 0.1 38 214
HISTORY

This company was incorporated June 20, 1920 under the laws of
Massachusetts and began business on August 1, 1920. Business until 1927
was ‘confined to liability and workers’ compensatxon insurance written. on
behalf of the Hood Rubber Company, Inc., Watertown, Massachusetts. Other
member companies and industrial risks were, then added to underwriting
commitments. In 1939 the company became an mdependent mutual company
as complete severance of the. relationship ‘with the original sponsor
accompanied the movement of the home office to Newton from Watertown..

MANAGEMENT

Administration of the company’s; -affairs, is under the direction of the
president and chief executlve officer, Peter Gray, who joined the company
eﬂ‘ectwe March 8, 1999. Mr. Gray has over 40 years of property/casualty
insurance experience..

Officers: Chairman of the Board, Jack A. Green; President and Secretary,
Peter Gray, Treasurer, George M Hughes

Directors: William H. Dykstra, James R Flanagan, - Peter Gray, Jack A.
Green, Brooks R. Herrick, George M. Hughes, Robert P, Kelsey, Jr., Dieter B.
Morlock, Dennis A. Paren, Charles P. Terry, Joseph Tosches.

Ang 2

- REGULATORY : o

" An examination of the financial condition was made as of December 31,
2002 by the Insurance Department of Massachusetts. The 2007 annual
mdependent audit of ‘the ~company was conducted by
PnccwaterhouseCoopors LLP. The annual statement, of actuarial opinion 1s
provxded by Kenneth E. Carlton IIL, FCAS, MAAA FCA, Milliman USA

Territory: 'The : company- 1s licensed in 'Maine, Massachusetts, New
Hampshlre arld Rhode: Islan ;o -

‘¥ ?\ v

REINSURANCE PROGRAMS ‘
Reinsurance ,coverage iis maintained for recovery.of claims in excess of

$500,000 up to $5 million with Swiss Reinsurance Corporation. In addition,

Arrow maintains a $10 million excess of $3 nmllllon layer,provided by Lloyd’s.

S Se0py sxi

el BALANCE SHEET

FAL ADMITTED ASSETS ($000)
9 1 2

12131007

VTR Aty « N 1231006 01%  °06%
Bonds.. : 33,487 29,333 68.0 60.5
Common stock............. : 11,729 12,084 238 249
Cash & short-term inves 2,832 4924, | 58 10.2
Other non-affil inv asset ... 158 158 0.3 0.3
Real estate, offices .......... 20 20 0.0 0.0

1 Total invested assets................ 48,227 46,519 98.0 96.0
Premium balances.... 425 691 0.9 1.4
Accrued interest. 442 385 0.9 0.8
Allother assets........... 118 883 0.2 1.8

TOtal ASSeLS .. vevvvviierer v rresirienie 49,212 48,478 100.0 100.0

LIABILITIES & SURPLUS ($000)
12/31/07 12/31/06 *07% '06%
Loss & LAE reserves .........ccooeeveenens 16,482 18,022 335 372
Unearned premiums........ i 599 629 1.2 1.3
Conditional reserve funds. 3 3 0.0 0.0
All other liabilities....... R 13,072 2,451 6.2 5.1

Total liabilities .. 20,157 21,105 416 - 435
Capital & assigned surplus . .............. 11,055 11,055 22.5 22.8
Unassigned surplus................. 2 18,000 16,317 36.6 33.7

.Total policyholders’ surplus............ 29,055 27,372 59.0 56.5

Total liabilities & surplus.... ......c.... 49,212 48,478 100.0 100.0

530 — Best’s Rﬁtings & Reports as of 07/21/08 —

SUMMARY OF 2007 OPERATIONS (5000)

: Funds Provided from

Statement of Income 12/31/07 Operations 1213107
Premiums earned-..............c.... 6,539 Premiurs collected.......co..... 6,771
Losses incurred.. 2,818 Beneﬁt & loss related pmts 4,018
LAE incurred........ 2,045 J
“Undrw expenses incurre 784 LAE & undriw expenses pald - 3,101
Div'to policyholders.... - 1,199 Div to pdlic‘yholders : 1,280
Net: underwrmng income........ -308 Undrw cash flow.... -1,629
Net investment income.. - 1,794 Investment income o 1,694
Pre-tax oper income. 1,486 Pre-tax cash operations........ 65

Realized capital gains.. 2,120 : :
Income taxes incurred... 115 Income taxes pd (recov).... -10
. b D ]
Net iNCOME .iuipiniaireaionenei 3,491 Net oper cash flow ... 75

Ultimate Parent: Arrowpoint Capital Corp

ARROWOOD INDEMNITY _COMPANY
Wilmington, DE
9300 Arrowpoint Boulevard Charlotte, NC 28273 8135
Web: www. arrowpomtcapltalcorp com
i X - Fax: 704-522-3200
y ¥ NAIC#: 24678
' F EIN# 13-5358230

Tel: 704—522-2000
AMB#: 02438 St s S
Ultlmate l,'arent# 55269 e

VAT i / { ;

; i i BEST’S RATING i

The company is assigned the classification of NR=4 (Company Request) as
the'company is eligibleé-for a rating, but requested that ifs rating not be
pubhshed Refer to the' Prefac_e for' a complete explanatlon of Best’s
Ratmg system and procedure KTt

s FIVE YEAR RATING HISTORY "
v Rating as of July 21, 2008; NR-4, :
T £ 018 e s DBty i URET i ¢ Best’s
Date Rating Date Rating
03/31/08  NR-4 06/22/04 Bp
03/09/07 " NR-4 112503 B p
03/09/07 C+p 09/26.‘03' B+ pu "
09/28/06 CH++pn 09/04/03" " A= pu
05/09/06 Cttp 06/25/03  A-p

02/24/05 " C++p

KES?"FINANCIAL INDICATORS (3000)

Statutory Datg4———978 — M

Direct *Net Pretax 1 1] / Total , Policy-

Period  Premiims  Premiums  Operating Net Admitted holders’

Ending * Written Wmten Income Income - Assets Surplus
2003 3,232,000 780,195 ' -s8L675 318014 8,303,736 1,514,104
2004 279,600 196,340 524,971 -888 964 6,907,522 1,113,400
2005 94,953 -25,726 -402,501 240,062 5,291,523 897 796
2006 12,585 -1,152 -195,135 -266,724  ©4,228,290 576,409
2007 - -802 1,845 351816 362,064 2,998,163 . 445,627
———Profitability—- - Leverage—— ~——Liquidity—"

Pretax NA e Overall - Oper

‘ Inv.
Period  Comb. Yield ROR  Inv NPW:to  Net- _ Liq. Cash-,
Ending  Ratio (%) (%) Lev PHS  Lev. %)  flow(%)
2003 1714 33 433 9.9 05 .48 - 1231 507
2004 2557 27 630 16.7 02 50 1209 256

2005 219, 35 999 9.1 45 1224 38
2006 . 999 69 999 .72 o el 500 1= 1183 164
2007 999 60 999 94 : 56  120.6 183
5-Yr 2636 41  -89.6 .
led

(*) Data reflected within all tables of this report has been compiied from the company- fi
statutory statement. Within several financial tables of: this report, this company is compar®
against the Commercial Casualty Composite.
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' ARROWOODINDEMNITY- COMPANY

2007 BUSINESS PRODUCTION AND PROFITABILITY ($000)

) . %of  Pure Loss
—Premiums Written— Total Loss &LAE

product Line " Direct Net - NPW - 'Ratio’ Res.
com’l MultiPertl........ 16 3,103 99.9. 9999 178,914
Workers' Comp,.. -1,880 ! 425 ., 230 -99.9 409,634
oth Liab Cl-Made. 274 | 209 . -146 2999 151,504
Fire ieeee 49 65 <35 19999 L4§099
Alﬁéd Lin ; 24 30 -6 1999.9 9,401
prod Liab Octut; 2 1,060 -16 09 999 95,901
GUPBLY sevvessoraiies 113 A 85+ 46 999.9 -1;692
comm’lAutoLiab i 341 e 170t 6.3 99.9 42,068
[aland Marine..... 251 -126 6.8 999.9 3,002
Homeowners... 163 ., -359,, 195 . :999.9 4,121
Oth Liab Occur .. 77 -431 234 959.0 351,681
All Other.se. =1,198 -4,603 2496 . 99.9: 7 132,232
Totals iumrsesesisieesaiss . =802 -1,845 100:0 999.9, 1,391,471

Major 2007 Direct Premium Writings by State ($000): Florida, $2,575
(-99.9%); Rhode Island, $266 (-33.2%); Nebraska, $238 (-29.6%); Montana;
$165 (-20.6%);, .Oregon, $157. (-19.5%); 47 other jurisdictions, $-4,206
(524.8%); Canada, $4 (-0.5%). |

CAPITAL GENERATION éNAIﬁYSIS ($000)
Source of ,Surblus Growth

Pretax Total Net Other, Change PHS
Period Operating, . - Inv. : ' Contrib..» ! Netoft Ui Growth
Ending Income Gains Capital  Tax PHS (%)
2003 ' -381,675 . 218,184 324,000 102,386 - 62,894 43
2004 -524,971 15,‘5;12 56,556 52,169  -400,705  -26.5
2005, 1 -402,501 152,894 STy 039,174 215,603, ,-19.4
2006, -195,135 © 168,753 . | 24263 |, 18,238 321,387 -35.8
20({)7‘1 = -351,816 | -131,662 | 287,500 165,196 (};%}3}0;}[@2[ 22,7

YR (2056099 o0 86205 (687,148 277,163 1,005,583 | ..

LOSS & ALAE RESERVE DEVELOP.: CALENDARYEAR ($000)

Orig Developed  Develop, ‘Develop. Develop. ~ Unpaid Unpaid
Calendar  Loss .. Reserves ., fo', '~ to | to. . Reserves _‘%es,tq
Yoar |/ ‘Resetved ! Thtu’07 Ofig:(%) PHS(4) NPE (%) " “@12/07'" Divelgy: (%)
20021 111045063491 /51175,968 “OU1ag1 < 4eif 1208.8 +1[F 1-97R,091 (CriOglyit
200877 3BIS55 0 64185809 74 s 6 1196 1 14002301 10 AR )
20041 '13:410,61303,91781911D, 149100 L8 $1vgr0 v k2300150 T 3L AT
20054 11109 374975 9,733,619 psfons }'O“.Ov 19099711 f 2461017 < 12 At}
006"+ 11,758/793 -'1,984,0621°12:80 o gy ertinggpleriw Ipin53iage o3,
) 1{317,6!5“:‘1;,517,’5_-‘1'5” sdrmor 160 gghguits F{.B'fi,éii‘ 10 020
inqiroTiaangTset vInnosr Las (itmod \hit 80836 trwnind b 31}
oA ¢ 2007REINSURANCE RECOVE LES($000) .Ludlnet! 1o
adt o e 2A €008 Aikzgare gir 0L 1oy ovest vagqo’) sonswzal eor T alonie
Wit Gaensibbs m nortipgea g O3 Witsitned U 1 0REY iR
il COFE 163 20tis Lesses ) TBNRIODP Prenitm HOCREGM <1110 Rebol 0!
US Affiliates. o3 o e bppgad D 15,0822 10 Indingg ¢ feiti 26160

US Insurers..... 600,706 371,766 2,323 -2,3210-417972.474
Pools/Associatios’. ~1139,904 1 B84 vy 11128 L 3G4 1 100 153510
Othéi Non-US £15, SULITT0,6467 0 14824,5231 | il 11398101 £84D, 542 110911753,025
I VTR Y T 1 Doz T e e FRD W (et A

Tofs] (&4 U At 1LsHA%. 1210131 1 hede " aksa07 ) <1 78,009
Grand Fotal v 1522397 1 11,225,183 VL (810”1 -845,027 1,903,169

«

10 by

* Includes Commissions less Funds Withheld Bitio Fik el 1 s
A T AVIAST ;

r | vl faes 1/ HISTORY 00 g wihiszsa st ta A
' On March 312007, Royal & Sun-Alliance Insurancé Group.plc (United
ngdom) completed: thesaleiof its*U.S. operations to:Arrowpoint Capital
C°TP-”(Arr0wpoin't~ ‘Capital);«4 registered: Delaware corporation founded: by
Royal, & Sun' Alliance U:S:iseniorsmanagers-and ‘outside directors: Royal'&
U0 Alliance USA Pool’s-name was, then changed to Arrowpoint Capital Pool
rrowpoint Pool). The. Arrowpoint Pool was terminated effective September
Y, 2007 following the mérger of the two remaining pool members, Arrowood
Snden}mty Company '(f()ﬁpcrly known as Royal IIn_1,d<;m'n‘ity.j(J,orm,)eifi)()”am'g
iE:cllxrlpy Insurance Corapany of Hartford. Arrowcod Indemnity Company and
i 00% subsidiary Arrowood Surplus Lines Insurance Company have been
s un-off since 2003, As part of the transaction,’the, former U.K._ parent
Niributed $287.5 million in additional capital ‘to’ theé ‘group.” Arrowpoirit
coltal : acquired: the < U.S. operatioris: for$300:. million in -.deferred
NSideration, payment of which will be based on the future performance.of

© fun-off, = i e i ;
D(;fhe Ccompany was incorporated on December 3, 1979 under the laws of

by aWare under the temporary title of Royal Indemnity Company (a Delaware
th "POration) to act as the vehicle for the transfér of the ‘corporate domicile.of
el 9yal Indemnity Company from New. York; New: York,:to Wilmington,
ingo Ware, effective * March- 31, ' 1980. The ptedecessdr: .company “was
busiTDOrated September 30, 1910 under the laws of New. York It commenced

fiess February 15, 1911 under the sponsorship of the Royal Insurance plc;

20
08 BEST’S INSURANCE REPORTS—PROPERTY/CASUALTY

London, (currently known as Royal & Sun Alliance Insurance Group plc). The

current title was’adopted on September 15, 2007. ~

In 1949, all the outstanding capital stock of'its companion.carrier, Eagle
Indemnity Company of New York, was contributed to this company by the
parent organization, -Royal Insurance plc,. London, England., The two
companies were merged on June 30, 1950, In July 1996, the company’s
ultimate parent,. Royal Insurance Holdings plc, merged with,Sun Alliance
Group plc of London, England to form Royal & Sun Alliance Insurance Group
ple. Paid-up capital of $5,000,000 consists of 50,000 common shares at $100
par value each. All authorized shares are outstanding, ~ * """ ' .

Pate

P
L L

MANAGEMENT

Officers: President and Chief Executive Officer, John Tighe; Senior Vice
President and  Chief Operating Officer, Dennis W. Cahill; Senior Vice
President and Chief Financial Officer; Sean ‘A. Beatty; Senior Vice President
and General Counsel, James F. Meehan; Senior Vice Presidents, Catherine A.
Carlino, Robert J. Dixon (Human Resources), Julie A. Fortune (Claims),
Andre Lefebvre (Financial Risk), David D. Shumway (Investments); Vice
President and Chief Actuary, Danie] R. Keddie; Vice President and Controller,
David M. Davenport; Secretary, Lindd YitPeftigrew; Treasurer, Gwyn W,
Fullern TeS B BNy Y ARE e ey

Directors: Sean A, Beatty, Dennis W.“Cah:i'l_i,‘ Ca‘the‘_l;ing‘{’\r Carlino, Michael J.

Crall, Robert J. Dixon, Julie A. Forturie, Andre Lefebvre, James F. Meehan,
Edward J. Muhl, Latry G. Simmons, John Tighe (Chairman). .

My g P Thd
e (1 2 A o D T R TR
REGULATORY: _
An examination of the financial condition was made as.of Decémber 31,
2004 by the Insurance Department of Delaware, The 2007 angualiindependent
audit of the company was conducted by PricewaterhonseCoopers, LLP. The
annual statement of actuarial opinion is provided by Daniel R. Keddi€, Vice
President and Chief Actuary, '+ 10100 0 Dau's 11 i
bedi AR et Yo s gilindl
Territory: The compgny is licensed in the District of Columbia, Guam and all
states. The company;is also licensed in Canada. wedd
BESNDE
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BALANCE SHEED

il

¢ i
)=

o

* ADMITTED ASSETS ($000)"

{000%) LT MAAT TATDWAMDE YHHE

¢ b 12/31/07 12131006 1207%  06%
i 2098230 2,5750985 g VgUg
Proferred stock ossfo eglae vy wiifig
Comition stock .. Corgrrr o Csses 06 04
Cash'& short-term invest .. -957,978 433,674 "' 84 103
Real estate, investent.. MROES g tuer —3q Eiid-gg 0.0
Other non-affil inv asset Sliigory o Y 10,392 140 0.3 02
Tnvestments in affiliates. 4163,962 0. 262,564 ¢+ 55 762
Total invested assets.. I 2,598,197 3,367,340% 1 86.7 79.6
Premiiim balafices :'s....... 8518 117 33,001 03 038
Accrited interest:..,..... 24238 0 30,039 diog 07
A]lp‘!her assets, 1 367,209 797,900 122 1189
Total assets....... e 2,998,163 4,228,290 100.0 100,0

LIABILITIES & SURPLUS ($000)

12/31/07 12/31/06 " *07% *06%

Loss & LAE reserves..... . 1,391,471 1,870,840 46.4 44.2
Unearned premiuns...... 17,735 31,508 0.6 0.7
Conditional reserve funds. 67,493 ,,76,568 23 1.8
All other liabilities . 1,075,838 1,672,965 359 39.6
Total liabulities.... 3 2,552,536 .. 3,651,881 85.1 86.4
Capital & assigned surplus.........ccec.... 3,676,222 2,727,941 122.6, 64.5
Unassigned Surplss.....—.......oooveeecece -3,230,595 2,151,532 _-99.9.. _-50.9

445,627 576,409 149 . 136
2,998,163 4,228,290 100.0 . 100.0

. Total policyholders’ surplus.... .....
' Total liabilities & surplus....,.........

1o view a company's complete
AMB Credit Report - Insurance Professional (Unabridged)
refer to BEST'S INSURANCE REPORTS on CD-ROM, - 531
or go online at www.ambest.com/bir



ARROWOOD SURPLUS LINES INSURANCE COMPANY

SUMMARY OF 2007 OPERATIONS ($000)

[

Funds Provided from
Statement of Income 12/31/07 Operations 12/31/07
Premiums earned ...........coores 11,929 Premiums collected ........coco.c... 124,032
Losses incurred e 161,971 Benefit & loss related pmts ... 515,513
LAEincurred. : vl 142,770 Rl
Undrw expenses mcurred ...... 115176 ' LAB& undrw expenses paid... 290,082
Other experise incurred .......... -15 Other i fexpernse : oA L,
Net underwriting income -407,973 " Undrw cash l0W........oociinbocs 781,562
Net investment income.... 175,144 Investment income ... ....... 190,082
Other income/expense............. -118,986 Other i1 fexpense -118,986
Pre-tax oper income............ -351,816 Pre-tax cash operations........ -710,467
Realized capital gains............. -59,104
Income taxes incurred.............. -48,856 Income taxes pd (recov)............ -52,183
Net income .......c.ooiveusecns -362,064 Net oper cash flow ... ....... L -§5§,2ﬁ¢§

Ultimate Parent: Arrowpoint Capltal Corp

ARROWOOD SURPLUS LINES INSURANCE COMPANY
Wilmington, DE
9300 Arrowpomt Boulevard, Charlotte, NC28273,
Web: www. arrowpomtcapltalcorp com . |
Fax: 704-522-3200
NAIC#: 41807

i

Tel: 704—522—2000
AMB#: 01745
Ultimate Parent#: 55269

BEST’S'RATING

The company is assxgned the classification of NR-4 (Company Request) as -

the company is eligible for a rating, but requested that its rating not be
published. Refer to the Preface’for a’ complete explanation of’ Best’s
Rating systeri and procedure.

FIVE YEAR RATING HISTORY
Rating as of July 21, 2008 NR-4

R V= SEAL ‘Best’s”, U A 1
Date Rating /' @ | *Date Rating/c: »+ AU

03/31/08  NR-4 06/22/04 B

03/09/07- NR-4 11/25/03 - B

‘03/09/07 G+ 41
09/28/06  Ct++u
05/09/06 . C++

022603 Btu
09/04/03  A-u
»06/25/03 A~

02/24/05 ¢+ C++ 24 VYLV A
KEY FINANCIAL INDICATORS ($000)
———Statutory Data—
‘Direct . Net Pretax: ) Total Policy-
Period  Premiums  Premiums  Operating Net Admitted holders’ .,
Ending  Written Written Income Income Assets Surplus
2003 51,172, 63,079 . 18,833 41,040 695444 316,629
2004 1,142 0 56 < 46,003 29,160 621,842 360,407
2005 . -1,419 -5,929 -23,020 -15,950 542,574 346,974
2006 -381 . -688 14,038 15,319 411,779 262,675
2007 49 119 ~--23,684 «  -20,882 296,093, 164,388
~——Profitability—— - ~—Leverage——— . ——Liquidity—
v oo Pretax . NA . : Overall:\,- Oper.-
Period  Comb. Yield ROR . Inv 'NPWto  Net Liq. , . Cash-
Ending  Ratio (%) (%) Lev PHS Lev. (%) flow,(%)
2003 1418 40 102 17 0.2 13 1950 809
2004 999.9 3.0 999.9 1.0 0.0 0.7 2486 437
2005 -99.9 44 396.5 1.7 -~ 0.5 2923 16.2
2006 99.9 52 -99.9 < 05 2939 50.2

2007 999.9 52 7999 T35 0.0 0.8 239.7 274
5-Yr 195.1 4.2 17.9

(*) Data reflected within all tables of this report has been compiled from the company-filed
statutory statement. Within several financial tables of this report, this company is compared
against the Professional Surplus Lines Write;'s.

2007 BUSINESS PRODUCTION AND PROFITABILITY ($000)

r % of Pure Loss
~—Premiums Written— Total Loss & LAE
Product Line Direct Net NPW Ratio Res.
Com’l MultiPeril......... e 131 110.7 773.5 4,945
Ali Other.... ... 2 -49 -13 -10.7 -99.9 109,966
Totalsisispiusessis -49 119 100.0 9999 114,911

532 — Best’s-Ratings & Reports as of 07/21/08,—

FEIN#: 22-2429452 -

Major 2007 Direct Premium Writings by State ($000): Minnesota, §. -49
(100. 0%)

CAPITAL GENERATION ANALYSIS ($000)

-Source of Surplus Growth————————u___

Pretax " Total Net Other, Change * PHg
Period Operating Inv. Contrib. + Netof in Growy,
Ending Income Gains . Capital Tax PHS (%)
2003 118,833 22,019 - -25,900 . 14,952 50
2004 46,003 415 . .. -2,641 43,777 133
2005 <23,020 1,086 B 8,502 -13432 a5
2006 14,038 1,608 -100,000 55 -84,299 .43
2007 ~23,684 334 -75,000 63 98,287 374
5-Yr 32,170 25,462 -175,000 -19,922 137,289

LOSS & ALAE RESERVE DEVELOP.: CALENDAR YEAR ($000).
Orig Developed Develop Develop Devclop Unpald Unpaid

Calendar Loss Reserves Reseryes Res. to
Year Resecves Thru’07 Ong (%) PHS %) NPE (k) " @12007  Develop, (%)
2002 263,121 401,348 525 458 © 161.0 93,657 233
2003 ‘319,622 352,793 104 105 1916 106,154 30.1
2004 195,139 271,563  39.2 212 " 9999 107,506 - 396
2005 167,042~ 209,483 254 . 122 .. | 107,506 513
2006 117,622 154,274 312 14.0 e 107,506 69.7
2007 107,506 107,506 e ey 999,9 107,506 100.0
Rt |
i 2007 REINSURANCE RECOVERABLES ($000) V
Paid & Total
Unpaid Uneamed Other Reing
Losses - IBNR “Prémiums. Recov* Recoy
US Insurers .. 93411 1" 55,044 C o428 P U £
Other Non- Us . i = (5 911 AR kR AT66 b L, -525 10,152
Total (ex US Affils)...... 99,322 59,810 428 -525 159,035
Grand Total.........cocicene. 99,322 59,810 ' 428 -525 159,035
* Includes Cominissions less Funds Withheld | G AN H ST &AM B AL
ue HISTORY

On March 3, 2007, Royal & Sun Alhance Insurance Group plc (Umted
ngdom) completed the sale of its U.S. operations:to Arrowpomt Capital Corp.
(Arrowpoint Capital), a registered Delaware corporation  founded by Royal &
SunAlliance. USS. senior managers and outside directors. Royal & Sun: Alliance

'USA Pool’s name was then changed to Arrowpoint Capital Pool (Arrowpoint Pool).

The Arrowpoint,Pool was stermmated effective September 30, 2007, following the
merger of the.: two ;remaining pool members Armwood. Indemnity, Company
(formerly known as Royal Indemnity Company) and Secunty Insurance Company
of Hartford. Arrowood: Indeémnity Company and’its’ 100% subsidiary Arrowood
Surplys Lines Insurance Company have been in run-off since 2003. As part of the
transaction, the.former UX. parent contributed $287.5 million in additional capital
to the.group. Arrowpoint Capxta] acquired the U.S. operations for- $300 million in
deferred consideration, payment of whlch will be based on the future performance
ofthe qun-off, - i sl 24)

.1 The company was ongmally mcorporated on November 9, 1982 under the laws
of Connecticut as Royal Surplus. Lines Insurance Company. It began businesson
March 9, '1983. The company redomestlcated from Connecticut to Dela jare,on
May 25,2006. The current title was adopted on Septermber 15, 2007. Paid-up capital
of $5, 000 000 consists of 50,000 common shares at $100 par value €ac All

authorized shares are outstanding. s 2 eablnt

y MANAGEMENT
All ofthe outstandmg capital stock is held by the Arrowood Indemnity Company,
formerly known,as' Royal Indemnity: Gompany; 4:wholly ‘owned subsidiary; of
Arrowpoint Group, Inc. formerly known as Royal.Group;Inc;; a Delaware holditig
company. Prior to 2004, the stock was owned by the Royal Insurance Gompany of
America, which-was subsequently merged into the Royal Indemnity Company.

Officers: President and Chief Executive Oﬁ' icer, John Tighe; Senior Vice President
and Chitef Operating Officer, Dennis W, Calull Senior Vice President and Chief
Financial Officer; Sean A. Beatty; Senior Vice Presidents, Catherine A. Carlino,
Robert J. Dixon (Human Resources), Julie' A. Fortune (Claims), Andre’ Lefebvie
(Financial Risk), James E Meehan, David D. Shumway (Investments);, Vice
President and Chief Actuary, Damel R. Keddle Vice President and Controller,
David'M. Davenport; Secretary, Linda Y, Pettlgrew Treasurer, Gwyn W. Fuller.

Directors: Sean A..Beatty, Dennis W. Cahill,- Catherme A. Ca.rh_no, Michael J.
Crall;Robert J. Dixon, Julie A. Fortune, Andre Lefebvre, James E Meehan, Edward
J.Muhl, Larry G . Summons, John Tighe (Chairman),

REGULATORY ¢
An examination of the financial condition was made as of December 31, 2004 by the
Insurance Department of Connecticut. The 2007 annual. independent ‘audit of the
company was conducted by PricewaterhouseCoopers;: LLP.‘The annual statement of
actuarial opinion is provided by Daniel R. Keddie, VP and Chief Actuary, Royal &
SunAlliance USA.

2008 BEST’S INSURANCE REPORTS—PROPERTY/CASUALTY




ARROWPOINT CAPITAL GRQUP

— .
ory: The company.is licensed in Connecticut and Delaware. It also operates

it
o urplus lines or non-admitted basis in the District of Columbia, U.S. Virgin

s!

I[i;lds’ AL, AK, AZ, AR, CO, FL, GA, HL, ID, IL, IN, 1A, KS, KY, LA, ME, MD,
1\le M, MNMS MO, MT, NE, NV, NJ, NM, NC, ND, OH, OK, OR, PA, R], SC,

<D, TN, TX, UT, VT, VA, WA, WVWIandWY

BALAN CE SHEET
ADMITTED,ASSETS ($000) ,
12/31/07 12/31/06 '07% '06%
Bonds- :1226,956 340,340 76.7 82.7
Preferred stock 11,067 12,091 3.7 29
Cash & shortAterm mvest 848 5,318 0.3 1.3
Other pon-affil iV a8$et uvuiiicibican « 312 5785 ¢ 10,363 . 2.0 235
Total invested assets L35 244,656 368,112 82.6 89.4
Accrued interest.... 12,211 . 3419 0.8 0.8
All other assets....... i 49,166 40,248 16.6 9.8
Total asSeS.iuirvvwiimimimimmares 296,093 411,779 100.0 100.0
‘LIABILITIES & SURPLUS ($000)
1213107 12/31/06 *07% *06%
Loss & LAE Tesorves .- 114911 127,269 38.8 309
eondmonal reserve funds 8,168 -8,974 2.8 i
All other hablllues 8,626 12,861 91t 3r
““Total liabilitics ... 131,705 149,104 445 362
Capltal&asslgned surphi 188,600 218,600 63 s 53:1
Unasslgned surplus ; * 24,212 44,075 -8.2¢¢ 10:7
Totalpollcyholders SUPIUS. i 164,388 262,675 555 " 638
Total iabiliies &surplus., ... 296,093 4,779 1009\ 1000
SUMMARY or 2Q07 OPER,ATIONS ($000)
‘it Funds Provided from

Statement of lglcome CY 12131107 . Operations 12/31/07
Premiunis eal ned... el 119°"" ' Premiumscollected :. H433 149
‘Loases incutred nae “910 14

23 496 Benefit & loss related p'm
ad PR STl T )

Wil M]H "f!l; j

L E incurred .. M "+ 13, 630 e !
Undrw expﬁnéés incur’i‘ed.. 2,450’ "1 LAR &undrw expenses paid’ 1719624

et underwntmg incomé - -39 157’ ' “Undrw cash flow:..... : usitidad I-6'0,888

Nét'investment-income.. . 15,766¢" Investment income: oilvaiton 118,099
Other income/expense 936+ Otheri [EXPEOSE oseisepeie i t 1ot 6
BASERILE 1.\, 1COME/ EXPENEE reve 23v20i

Pre-tax oper mcome v
Realizéd capital gains’
Income taxes incurred.

1 _;;23,2,6.84, .Prq-tax ca;h Qggrqti_ons....t...v S ‘-4)2,783

Income taxes pd (recov) - 2,102
r‘N&tui)er cash flow .....‘.'...‘i.’.‘.’.‘ 1 g 885

" Net idcome

AT BT
hoteonl 2enuyia vaial
) vIuane 299 il
£, § b "m“

T ARROWP@INI‘ CAPITAL GROUP ;

:

“ Wilhington, DE S s
3600 Arco Corporate Drive) Ch‘é'rlotte, NC28273" 1’ entloe
Web: www.arrovypomtcapltalcorp com Yl sl
Tel: 704-522.2000 11777 <o Fakd 704:522:3200
AMB#: 18371 oft 233 11 1950 TR L omasni 15%
KEY FINANCIAL INDICATORS ($000)
ST Sfatutory Data
Peri Direct, . Net, Pretax Total Policy-
etiod  Premiums  Premiums  Operating Net Admitted holders’
Ending  Written Written Income Income Assets Surplus
2003 3,804,262 843,273 -561,335 -275,982 8,706,910 1,487, 794
2004 271,858 196,397 514 <478, 665 859,608 1 7,115,359 1 L 059,694
2005 g3saay g 31,6550 I M27,509 | 258,126 | 5,448,241 |1 ) 858,835
2006 12,203 1,840 <281,097 | 351,405 4,377,928 576,944
2007 850, ~L,726 4, 420,500 -427,946 3,129,868 445, 627
——Profitabilityrr—, 2 g -Leverage——— ——qumdlty—
Periog <Inv.  Protax NA « Overall s .., Oper.:
Endin Comb, Y‘l)e]d ROOR Inv NPWto  Net Lolq as}z-
e Ratio (4 (%) Lev PHS  Lev, (%) . flow(%)
6 168.0° '35 367 104 0.6 ST YA ity
2005 254.5 29 -57 4., (17:8 , 0.2 5.5 1193 26.2
ol 197 38 999" 102 e 491208 4.1
2007 -99.9 477" 999 9.0 59 117.8 8.6
Sy ~999 48 99.9 107 i 58 120.0 3.5
L.

2592 s -871.7

o(n) Data reflected within all tables of 'this report has been compiled through the 'A.M. Best
cmnfmhdatxon of statutory! filings. Within 'sevéral financial tables of th1s report, thxs group is
Pared against the Commercial Casualty Composite. y

2008 BEST’S INSURANCE REPORTS—PROPERTY/CASUALTY

h

CORPORATE OVERVIEW

On July 19, 1996, Royal Insurance Holdinigs plc merged with SunAlliance
Group ple, formmg a new holding company called Royal & SunAlliance
Insurance Group plc. The merger, which was complcted through't the exchange
of stock, created one of the largest multi-line insurers in the Unifed Kingdom
as well as one of the top insurers in the world.

Royal & SunAlliance Insurance Group plc offers a full array of insurance
coverages in over 130 countries with,substantial, writings in the United
Kingdom, Canada, Continental: Eumpe, mcludmg Scandmawa and the Asia
Pacific region. The Royal & SunAlliance USA Group represented the
U.S.-based operations of Royal & SunAlliance Insurance Group plec.

The majority of Royal & SunAlliance’s U.S. property and casualty business
had been conducted through the Royal & SunAlliance’USA Insurance Pool
(“RSA USA Pool”), which consisted of a number of insuratice companies that
had provided commercial property and casualfy, personal and'Specialty
covetages throughout the country. The group opeiated under an intercompany
pooling agreement that was led by’ Royal Indemnity Company, which
fiinctioned ‘as the administrator of the 'pool. Under the arrangement, all
underwntmg commiitments of éach member of the pool*was 100% reinsured
with Royal Indemnity C‘ompany, which retroceded to the affiliated companies
spec1fled percentage participations of the commitments."The pool has been in
run-off since 2003

Royal Surplus Lines Insurance Company a sepéi'ately-ratcd mémber of the
Royal family in the U.S. and also in run-off since 2003, wrote on an excessdnd
surpliis lines’ basis' through wholésale intctmediaries. Until mid-2003; fithe
surplus'lines operations were managed-by Royal Specialty Undérwriters, Inic.
(“RSUI"),:a Royal Group managing general agent subsidiaty. RSUI was sold
to*Allegheny Corporation;. effective ‘Jun¢ 30, 2003 as part of the grouf’s
worldwide strategy ‘to de—leverage the grotip’s balance ‘sheet and reduiée
exposures to more volatile' lines 6fbusiniess. Existing suiplus lines Ioss
reserves and unearned premium reserves remained withh RSA USA Bool; ;7.7

:#@n-March 3, 2007, Royal & Sun élliange Insurance: Group plc comy pleted
the sale of its U.S. operations to Arrowpoint Capital Corp., a reglstered
Delawareicorporationfounded by Royal &:Sun Alliance U.S) seniorimanagers
and outside directors. As part of the transaction, the former UK. parent
cohtributed $287.5 million’in additional: Capltal ‘tolthél, group.i Arrowpoint
Cajtﬂt.’ill acquited the US. opétations 'for $300% 1111011 "m déferted
consxderahon payment ‘of which will bé base on the'fi ture pcﬂ’o amif' of
the' ran-off. 'As a 'result, the R&SA USA P0§l ame Wab change “to
AIrowpomt Capttfll Pool (Arrowpomt 001)‘ q&llmmgton 'DE). Thq
Arrpwpomt Pool y was terr ,ated*effectwe S?pte 3 0, 2007, fo lowing' thp
mel @ér of the twd remain pogl fne mbe; ‘E(s/ 'm{nty Comp: p \4
(foé&e ly kiown' s Ré)),g% Indeminity 'Cofn Secut‘ity Tnsurance

‘p’dny of “Hartford." Arrowood Indemmty Co ipany  and-lits 100%

su?grduuy Arrowood Sug;lus Ln}es Insurgnc , Got ox,npany remamd RIS cgi;

2T

2007 BUSINESS PRODUCTION AND PROFITABILITY (5000)

dmad)  dine)

1(‘

f%ot‘ “iPure Loss
“Total's" Logs 124 9% &LAE

nii wieer <r—w'PremluﬂIsWr|tten-—~ :
Prhdpct Line /¢ ! I)xrect i 'x' CoNep {L ?NPW ' Ratio” 718 Res,
CotIMultiPetil.....0 | 77 76 (334 e 1999 1 999, 9(“‘\" 183859
Workets"Cor -1,880° 25! 1e 246" 999 40d63
Oth Liab C} 274 BAL T 999’”“ 153194
49 . B 65” b 3800 go0lbhiod sl
- AY B aplfgdh goglyf <le
Pelld Liab Oceur, 1,060 021 36" g9 1 g ite |s3gYA
Surety....iccmeiene y ] 13 2m : ‘-85 I 4 '39"9 -1‘,692
Comn’l Auto Liab......, 34y S 68" " 999 42,554
Inland Marme f 251 -126 73 999.9 3,055
Homeowhers... 163 35977 208 '999.9 4,721
OthLiab Oceur . % 28 A3 257 9999, 395,500
All Other... C L1988 . 4603 2667 ddd 134; 13461
'I‘otzi[s.l.,............. -850 LT26 1000 119999 1,506,381

Major 2007 Direct Premium Writings, 7by State ($000) Flonda $2, 57>
(-99.9%); Rhode Island, $266 (-31.3%); Nebraska, $238 (-27.9%); Montana,
$165 (-19.4%); Oregon, $157 (-18:4%);-47 other jurisdictions, $-4,255

(500.4%); Canada, $4 (-0.5%).

" CAPITAL GENERATION ANALYSIS ($000) *
———————————Source of Surplus Growth

Prétax Total - Net Other, Change PHS
]I;enod Operating Tov. Contrib. | 'Nétof in Growth

nding Income " Gans Capital '~ Tax PHS <y
2003 -561,335 229,072 274,548 ' 75,175 18,060 1.2
2004 -478,665 -42,278 -56,483 ' 36,360 -428,100  -288"
2005 -427,529 178,494 620 47,556 -200,859°  -19.0
2006 - -281,097 -48,009 28,923 18,293 ..-281,891  -32.8
2007 - -420,500 -63,576 287,500 65,259 131,317, 228

5-Yr -2,169,127 253,703 648,074 243,243 -1,024,107

1o view a company's complete
AMB Credit Report - insurance Professional (Unabridged)
refer to BEST'S INSURANCE REPORTS on CD-ROM, 533
or go online at www.ambest.com/bir
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IMPORTANT NOTICE

The information presented herein is prépared solely for the confidential use of A.M. Best
Company (A.M. Best) subscribers. For most insurance companies domiciled in the United States,
the dafa contained within is based on each insurance company's sworn annual and quarterly (if
available) " financial . statement as' piescribed. by the National *Association, of ,Insurance
Commissioners (NAIC):and as filed with the Insurance Commissioners of the states i which the
companies are licensed to do business. These official financial statements are presented in accor-
dance with statutory accounting requirements.

Data related to companies operating outside the -United States is presented in accordance
with customs or regulatory requirements.of the country of domicile, and there may be signifi-
cant variations in accéunting standards or methods-of reporting fromi one country to another.
These differences are imbedded in the accounting principles used, the valuation of assets and
liabilities and the treatment of taxes. Financial data is usually received in the currency of the

“Countty where the company‘is domiciled, and out’reports are generally presented in‘that cur=*%¢
rency and may be presented in U.S. dollars as well. Our non-U.S. reports represent a variety of
reporting dates as the fiscal year utilized a,bywcompanies varies-according to traditional reporting
periods or regulatory requirémerits; Within' some/ of the Canadian company presentations, por-
tions of the Canadian data ate provided by Beyond 20/20 Inc:, Ottawa, Canada.

3

In addition, our products may-include supplementa} information obtained by us, such as data
supplied in response to our questionnaires; data ’co;nt;ai&ied\in state examination reports; audit
reports prepared by certified publid accountants, Toss ‘resérve reports prepared by loss reserve
specialists; annual reports to stockholders and policyholders; Generally Accepted Accounting
Principles (GAAP) or International Acconnting Standards, (JAS) financial statements; and reports
filed with the Securities and Exchange Commission (SEC) in the United States. Meetings between
AM. Best senior staff personnel and company managfment also provide additional and valuable

in-depth information on the company's current perférmance and future objectives.

While the information obtained from, these. soutces-is believed to be reliable, its accuracy is
not guaranteed. We do submit the data toa fri\gérmdsi.‘corﬁputerized cross-checking routine to ver-
ify its arithmetic accuracy. However, we do not audit the company's financial records or state-
ments and therefore cannot attest as to the accuracy of the information provided to us.
Consequently, no representations or warranties are made or given as to the accuracy or com-
pleteness of the information presented herein, and no responsibility can be accepted for any
error, omission or inaccuracy in our repotts. s

P st sl INCR e TS } % s g

A Financial Strex{g‘tfl gRatf‘mg 18 %{‘1 ihd‘ep‘e‘srfde’mfoéiﬁion of an'insurer's financial strength and
ability{ §?‘ meet its ongoing insurance policy and contract obligations. It is based on a compre-
hensiye'g ia}f(igativg and ¢ f'.i’hl’ivt/a%ive»gi}glyaﬁoﬂ of 2 companyls Haldnce shiget stiength, dperating
performance and business profile.

The Financial Strength Rating opinion addresses the relative ability of an insurer to meet its
ongoing, insurance obligations., The. ratings are not assigned to specific. insurance, policies or
c\ér%lr%'c‘%s‘%lﬁg'%b not h"dgﬁii“es"s any 'bthégr-'rilgéinyéludif?g,5%1‘15 'hot’"iihl?lfti 1o, a‘r}l 2irf’s{ﬁ‘éprj’s ‘%clgfrﬁsl-
payment policies or procedures; the ability of the insurer to dispute or deny claims payment on
grounds of misrepresentation or fraud; or any specific liability contractually borne by the poli-
cy or contract holder. A Financial Strength Rating is not a recommendation to purchase, hold or
terminate any insurance policy, contract or any other financial obligation issued by an insurer,
nor does it address the suitability of any particular policy or contract for a specific purpose or
purchaser.

In arriving at 4 'fating decision; A M. Begt relies on third-paity iaudited financial data and/or
other information provided to 1t. While'this information is believed to be reliable, A.M. Best does
not independently verify the accuracy or reliability of the information. Any and all ratings, opin-
ions and information contained herein are provided "as is," without any express or implied war-
ranty. A rating may be changed, suspended or withdrawn at any time for any reason at the sole
discretion of A.M. Best. For additional details, see A.M. Best's Terms of Use at www.ambest.com.

A.M. Best does not sell securities nor provide investment advice. It is compensated for its
interactive ratings from the insurance companies it rates.

Copyright © 2008 by A.M. Best Company, Inc., Ambest Road, Oldwick, New Jersey 08858.
ALL RIGHTS RESERVED. No part of this report or document may be reproduced, retransmitted
or distributed in any electronic form or by any means, or stored in a database or retrieval sys-
tem, without the prior written permission of the A.M. Best Company. For additional details, see
Terms of Use available at the A.M. Best Company Web site: www.ambest.com.

Best's is a registered trademark of the A.M. Best Company, Inc.
The rating symbols " A++ ", " A+ " "A " "A-" " B++ " and " B+ " are registered
certification marks of the A.M. Best Company, Inc.
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Corporate Changes and Retirements
(Since 2003)

(For earlier entries access www.ambest.com)

AAA MountainWest Insurance Company (AMB# 12i11), Anchorage, Alaska: Bf-
fective November 20, 2003, the name of the company was changed to ACA Insurance
Company.

Acadia Tristirance Company' (AMB# 11295), Westbrook, Maine: This company
redomesticated from Maine to New Hampshire on December 1, 2007.

ACE American Lloyds Insurance Company (AMB# 04659), Irving, Texas: This
company meiged into ACE Amencan Insurance Cotfipany on December 31, 2006.

ACE American Remsul ance Company (AMB# 04460), Phlladelphla, Pennsylva-
nia: This company changed its iameto R&Q Relnsurance Company on July 3, 2006

ACE Caprtal Mortgage Reinsurance Company (AMB# 11657), New York, New
Yorks: This company changed ifs name to Assured Guaramy Moitgage Insurance Com-
pany durmg 2005.

ACE Employers Insurance Company (AMB# 02831), Phrladelphla, Pennsylvania:

This- company merged into ACE‘American Insurance COmpany on‘December 31 2005.

ACE Guaranty Corporation (AMB# 10916), Baltimore, Maryland: Effective
March 23, 2004, the name of the company was changed to Assured Guaranty Corpora
tion.

ACE Insurance Company of Tilinois (AMB# 04376), Chicago, Illinois: This com-
pany merged with ACE Amerrcan Insurance Company, the survivor, on December 31,
2007. ;

I

ACE Insurance Company of Ohio (AMB# 04837), Dublin, Ohio: This company
merged into ACE American Insurance Company on December 11 2006,

cirent
ACE Insurance Company of Texas (AMB# 02261), Irving, Tcxas This'Company
merged into ACE: Amencan’Insurance Company on December 31 2005,

¢

ACE Risk Assurance Company (AMB# 12268), Baltimore, Maryland: The name
of thie ¢ company Wwas changed o Assusred Value Insurance Cornpany dunng 2005,

Alamance Farmers Mutual Fire Insurance Company (AMB# 10004), Graham,

North Carolina: This company changed 1ts name to Alamance Farmers” Mutual Insur-

ance‘Company on August 2% 2006 LT IRTETS T ;*!
a0

Alea North America Reinsurance Company (AMB# 11432), Wilmmgton, Dela-
ware: This ‘comipany chianged its hame to Alea North Amenca Specralty Insurance
Company ‘oniJanuary 13, 2003 il : i

Alea North America Specialty Insurance Company (AMB# 11432), Wllmmgton,
Delaware: This:companyi changed lts name to Praqtorxan Specralty;lnsurance Com—— ¢
parny: oh OctoberS 2006 s tar et ; 3 T

Al Nation Insurance Company (AMB# 00108), Minnetonka, Minnesota: This
corppany«changed(itsman‘l‘eftc First: Mercury Casualtyi€ompany, on May:14;:2008. ¢
o gl 1 RE PR B et MY, ) )
Alleity Insurance Company (AMB# 02149), Brooklyn New York: Effective De-
cember 28, 2001,.the company, voluntarily:began the process of liquidating. On De-:
cember 31, 2003, the' company metged into its direct parent Empire:lusurance |+,
Company . b aaugly [ R

i i ‘ o8 ¢ i o
Allianz Insurance Company (AMB# 00407), Burhank, California: This company
changed its name to Allianz Global Risks US Insurancé Company on July 9, 2003,

Alljanz Insurancc Company of Canada (AMB# 86187), Toronto, Ontarlo, Can-
ada: This company was merged into The Nordic Insurance Company of Canada on
April 7,:2006.

Allied Insurance Company (AMB# 03805), Los Angeles, California: This company
merged into ACE Amencan Insurancc Company on December 31, 2005
Allled’World Assurance (US) Inc. (AMB# 12525), San Francrsco, Cahforma Thus
company redomesticated from California to Delaware in July 2003,

Alpina Insurance Company Limited:(Canada- Branch) (AMB/ 85146); Toronto,
Ontario, Canada: This branch merged with'Zutich Insurance Company on June 2,
2004,

American Agri-Business Insurance Company. (AMB# 12624), Lubbock, Texas:
This company was sold as‘a shell to ARMTech Holdings, Inc. from American Feed In-
dustry Insurance Company Risk Retention Group on June 30, 2003.

American Agri-Business | AInsurance Company (AMB# 03175), Des Moines, lowa:
This company was;sold as a shell to ARMTech Holdings on June 30, 2003.
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American and Foreign Insurance Company (AMB# 02430), Wilmington, Dela-
ware: On December 31 2004, the company merged lnto Royal Indemmty Company

American Bonding Company (AMB# 00119), Tucson, Ar17ona Effective August
25, 1994, the company was placed under state supervision by the Arizona Department.
of Insurance. .On February 2, 1995, an order of rehabilitation was 1ssued The company
was placed in liquidation on October 8, 2004.

American Central Insuranceﬂcompany‘(AMB# @37§9), Chesierﬁel‘d, Missouri:
This company changed its name to Essentia Insurance Company on July 24, 2007

Amerlcan Colonial Insurance Company (AMB# 02819), Albany, New York:On
June 20, 2003, the company merged into its parent, North East Insurance Company

American Deposit Insurance Company (AMB# 04941), Oklahoma City,. . .
Oklahoma: This company changed; 1ts name to Infinity Safeguard Insurance Company
on February 8, 2006.

American l"mploycrs Insurance Company; (AMB# 02151), Canton, Massachu-
setts: This company was sold as a shell to SPARTA Insurance Holdmgs, Inc. on July
31, 2007.

American Equity Specialty Inysuran’ce Company (AMB# 12061), Irvine, CaliIor-
nia: This company redomesticated from California to Connecticut on July 27, 2007

Amerlcan Farmers & Ranchers Insurance Company (AMB# 13832), Oklahoma
City, Oklahoma: The company changed its name to American Ranch Auto & Home,
Inc. during the fourth quarter 2007.

American General Indcmmty Company (AMB# 10687), Omaha, Nebraska: This
company redomesticated from Nebraska to Illinois on August, 1, 2003,

American Growers Insurance Company (AMB# 03754), Llncoln, Nebraska Thrs
company was placed in ] hqurdatron on February 22,2005,

American Guaranty Title Company (AMB# 11833); Oklahoma City, Oklahoma;,
This company changed its name to Ametican Guaranty Title Insurance Company dur- ;
ing December 2003.

The Amcrlcan Jnsurance Company (AMB# 02177), Omaha, Nebraska Thrs com-
pany redomesticated from Nebraska to Ohio on December 17, 2007

American International S Sp ‘y Lines Insurance Company (AMB#.03535), An-/
chorage; Alaska: ThlS company rcdomestlcated from Alaska to IlI_mors dunng the 4th.
quarter of 2007

American Live Stock Insurance Company (AMB#03030),.Geneva, Illinois: This
company. changed its name to Hiscox:Insurance Company Inc..on: December 31, 2007

American Merchants Casualty Company (AMB# 00699), Columbus, Ohio: Thrs
company ‘was:sold.as 4 shell from:AmericanHardware Insuramc Company tqundur-
ance Reinsurance Corp'of Ainerica;on-June;8, 2007, 11 1! i {iasen

e ?

AmerxcanAMerchants Casualty;Company (AMB# 13828}, Columbus, Ohro Th1s
company redomesticated: from Qhio to Delaware on'March 28, 2008 B

" 1201 I I
Amerlcan National Lawyers Insurance Reclprocal (AMB# 11383), Nashville, Ten-
nessee: On January!29, 2003, the company ‘was'placed undet state;supervision by the
Tennessee Department of Insurahce: Effective January:31,2003, it was placed in re-"
ceivership. On May 28, 2003, the company was found msolvent and ordered into
llqurdatlon i

Amerlcan Physicians Insurance Exchange (AMB# 03697), Austin, Texas: This
company converted from a reciprocal exchange to a stock company and changed its
name to American Physicians Insurance Company on April 2, 2007. i
Amerlcan Pioneer Trtle Insurance Company (AMB# 12063), Casselberry,
Florida: Effective September 14, 2004, the name cf the company was changed to
Ticor Title Insurance Company of I‘londa

American Premier Insurance Company (AMB#,10776),'Indianapolis, Indiana:
This company changed its name to Infinity Premier Insurance Company on January 17,
2006 i

American Protection Insurance Company (AMB# 02275), Long Grove, lilinois:
On December 31, 2004, the company merged into American Motorists Insurance
Company.

American Re Corporation Group (AMB# 18259), Wilmington, Delaware: This
group changed its name to'Munich Re America Corporation Group on September. 6,
2006. ¢ i
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Group, to Starr International USA 'Inc. on October 3, 2007, This company chariged its
name to Starr Indemnity & Liability Company after being sold as a shell.

Residential Guaranty Company (AMB# 11799), Phoenix, Arizona: This company
changed its name to PMI Insurance Company on January 3, 2007:

Response Indemnity Company of Delaware (AMB# 12386), Wilmington, Dela-
ware: This company merged into National Merit Insurance Company on December 1,
2006.

o

Response Insurance Company (AMB# 11946), Wilmingion, Delaware: This ¢om-
pany redomesticated from Delaware to Connecticut on May 31, 2007.

Response Insurance Company of America (AMB# 12385), Washington, District of
Columbia: This company merged mto Response Worldwrde Direct Auto Insurance
Company oh’ November 1, 2005.

Response Worldwide Direct Auto Insurance Company (AMB# 03045), Cincinnati,
Ohio: This company redomeshcated from Ohio’ to Connéctrcut on Maich 21 2005

Response Worldwide Insurance Company (AMB# 00609), Columbus, Ohioe: This
company redomesticated from Ohio to Connecticut on March 21, 2005

Retailers Fund (AMB# 74133), Lansmg, Michigan: This company changed its name
to Retailers Mutual Insurance Company on January: 1, 2006. :

RidgeLand Insurance Company (AMB# 12331), Columbus, Ohio: On July 20,
2003, the company recerved permyssion to dlSSOlVe from the Ohlo Department of
Insurance.

RISCORP National Insurance Company (AMB# 03135), Kansas Clty, Missouri:
This company was placed in hquldauon on January 22,72007.

Riverpoxt Insurance Company of California, (AMB# 12346), Novato, California:
At the end of husmes§ on June 30, 2004, the company merged into.an affiliate, Non-
profit Insurance Company. Effective June 30, 2004, the name of the company was
changed to Rlverport lnsurance Company

Rockhill Inisurance Company (AMB# 13023), Phoemx, 'Arizona: This company’
changed 1ts name to Plaza Insurnuce (‘ompany on J‘uly 2 2007 )
Royal & SunAlliance USA (AMB# 18371), ermmgton, Delaware This group
changed its name to Arrowpoint Capital Group following the acquisition of all Royal
& SunAllianée USA busiriess lormerly OWned by’Roya '&'Sun’ Alhance Insuraticé "
Group plc, London. The transaction was approved-iti Délaware ‘on Febritary 20,:2007.

Roy#l Indemnity Company’ (AMB# 02438), Wllmmgton,’Delaware This company
changed'its hiame to Arrowood Indémnity Company on September-15, 2007: -

Royal Insurance Company of America (AMB# 02437),\Naperville, Illmois. On Dc~
cember 31, 2004, the company merged mto RoyaliIndei i 1ty Company

Royal Lloyd’s of Texas (AMB# 02702), Addrson, Texas: The company was drs-
solved on September 30, 2004 i ik il

Royal & SunAlliance Insurance (Puerto Rico), Inc, g\MB# 03828), Guaynabo,
Puerto Rico: Effective August 2, 2004, the ‘namie of the company was changed to'Real
Legacy Assurance Company, Inc e

Roy'u Surplns Lines Insurance Company (AMB# Ql745), Wllmmgton, Delaware:
This company redomesticated from Connecticnt to Dclaware on'May 25, 2006. This
company changed its name to Arrowood Surplus Lines Instrance’ Company on Sep-
tember 15, 2007.
Safeguard Insurance Company (AMB# 02440), Farmington, Cennecticut: On De-
cember 31,2004, the company merged into Security Insurancc Company of Hartford.

Saint Johns Mutual Insurance Company (AMB# 10413), Washington, Missouri:
Effective January 30, 2004, the name of the company was changed to United Mutiial
Insurance Company.

St. Paul Companies (AMB# 00080), St. Paul, Minnesota: Effective April 1, 2004,
St. Paul Companies and Travelers Property Casualty Corporation completed the
merger that combines both groups and is now known as St. Paul Travelers Companies.

St. Paul Insurance Company of North Dakota (AMB# 01703), Bismarck, North
Dakota: Effective Jdnuary 1,2004; thc company ‘merged into St.. Paul Fire & Marine -
Insurance Company,-

St. Paul Insurance Company of Illinois (AMB# 04871), Chicago, Wlinois: Effective
January 1, 2003, the cormpany merged into its parent; St. Paul Frre and Marine Insur-
ance Company

St. Paul Property & Casualty Insurance Company (AMB# 01702), Omaha, Ne-
braska: Effective January 1, 2003, the company merged into its parent, St. Paul Fire
and Marine Insurance Company.
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St. Paul Travelers Insurance Companies (AMB# 18674), St. Paul;, Minnesota: This
group of companies changed its name to Travelers Insurance Compames on February
26, 2007.

Salem Insurance Company (AMB# 01839), West Trenton, New Jersey: This com-
pany changed its name to Progressive Garden State Insurance Company on December
19, 2006.

1

San Antonio Rei ance C y (AMB# 02807), San Antonio, Texas: This
company changed its name to San Antonio Indemnity Company on June 5, 2008.

The Sea Insurance Company of America (AMB# 02094), New York, New York:
This company was'merged into Royal Indemnity Company on December 31, 2005 #

SEACO Insurance Company (AMB# 02071), Framingham, Massachusetts: This
company;changed its name t6 Dentegra Insurance Company of New England subse::
quent to béing sold as'a shell on September 30, 2004. This company was sold as a shell
from Lumber Mutual Insurance Company to Delta Dental of California on January 10,
2004.

¢ LR Pt O ¢
Security Indemnity Insurance Company (AMB# 10420), Neptune, New Jersey
During the first quarter of 2003, the company was placed under state-supervision by
the New Jersey Department of Insurance. On June 27,2003, the company was placed
in rehabilitation, On March 24;2004, the state of New, Iersey ;ﬂled an order of liquida-
tion. whlch became effeotlve June 30,2004, < : .

Security Insurance Company of Hartford (AMB# 02457), Wilmington, Delaware:
This company;was:redomesticated from Connecticut to, Delaware.on May:25, 2006. -«
This company merged into-Arrowood Indemnity Company on September 30, 2007.

Senior Citizens Mutual Insurance Company. (AMB# 10835), Mlaml, Florida: This,
company was placed in liguidation on June 2,.2005.

Service General Insurance Company (AMB# 04698), New Castle, Delaware: This
company changed its name to HSBC Insurance Gompany of Delaware;on August 1,
2005.

BN IR 0

Shefﬁeld Insurance Corporation (AMB# 12515), Chicago, Ilinois: This company
was soldasa shell to AXIS Specialty U:S: Holdings, Inc-on February.28; 2003. Effec-
tive June.9,2003, the name of the company. was changed to AXIS, Surplus Insurance
Company followmg the acquisition. by AXIS.U'S. Holdings, Inc. by . 1 h oo o

Shelby Casualty/Insurance Company (AMB# 02277); San, Antonio, Texas: This
comézany redomesticated from Bedford Park, dllinois to,San Aatonio, I‘cxas in March '
2006. This company was placed in liquidation on:August 1, 2006; ,.,90..

Shelby Farmers Mutual Fire Insurance Compaiy,(AMB#10423);; Amboy, Minne:
sota: This company- merged-with Kelso Farmers; Mutual Fu‘c Insurance Company, the .
survivor, on January 1, 2007. Mkl Fal, b il

The Shelby Insurance Company (AMB# 00832), San-Antonie, Texas: This com- .
pany redomesticated from Bedford Park, Illinois to San Antonio} Texas in March 2006
This company was placed in hqurdatlon on August 1, 2006.

i el

Srerrﬂ Insurance Company of I‘exas (AMB# 12129), Dallas, Texas Tlns company
changed its name to Cortlandt lnsurance Company on August 17, 20()4

Slrlus Amenca Insurance Company (AMB# 03758), ermmgtou, Delaware' This
company changed its ‘name to Delos Insurance Company on August 3, 2006

Skandia Insurance Company Limited (CanadaBranch) (AMB# 85120),eT0ronto;:
Ontario, Canada: As of 2004, the company was'no.longer-OSFI registered; ‘

South Carolina: Insurance Company (AMB# 00840), Columbla,vSouth Carolina:
This company was placed in liqudation on March 21, 2005.

Southeastern Mutual Insurance Company (AMB# 87736), Riverview, New Bruns-
wick, Canada: This compauy is no longer filing with A;M. Best Company as of May
2006,

Southeastern US CaptiveInsurance Company (AMB# 12507); Atlanta, Georgia:
This former captive company received its license to become a-traditional insurance
company and changed its name to Southeastern US Insurance Company on June 23,
2006., i ;

Southern Faml‘ly Insurance Company, Inc. (AMB# 11916), ’I‘ampa; Florida:Thls
company was placed in llquldatxon on May 31, 2006.

Southern Frre & Casualty Company (AMB# 02402), Knoxvrlle, Tennessee Thls
company redomesticated from Tennessee to Wisconsin on March 31, 2005. .

Southern Group Indemnity Inc..(AMB# 11104), Miami Lakes, Florida: This com-
pany changed its name to First Commercial Transportation and Property Insurance
Company-on May 22,2006 following the aquisition by First Commercial Insurance
Company.
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