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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 

I. 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 



 

{JX215343.6} 2 

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.  RSUI1 and Arrowood’s close legal 

relationship is a matter of public record.2  As explained in Arrowood’s Rebuttal Brief, in 2003, 

                                                 
1 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. Id.  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.3  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.4  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. 

3 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. 

4 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).5  Id.  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 

                                                 
5 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.  Id.   

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. 

II. 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 
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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.  Id. 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.6  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 569. 

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)).  This is 

                                                 
6 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.”). 
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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.  Id. 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.  Id.  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).7  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 ¶ 25 (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.  

                                                 
7 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. 

III. 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 
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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 
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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. 
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ALLEGHANY INSURANCE HOLDrNGS 

of loss agreement and aggregate excess tre:fty.: 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'~ surplus. 
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AIBL's I insurance subsidiarie~' also' liifclude.!li{wo'~sepatately n ratetfl•Umts, 
Alleghanx , Tns ance and:RS,UI1 01"0\l 

1
i1 additilml to ,~ a!}Vin i'Prp essional 

Unde"Writerl '~' lt!~ >;•,I' /· 1 
•· ,t, ~~1~*'>P'1} .• f1lr '1.r,·, , .. h ,,d/ ' 

·On ·Jantiary: 1r4, , 2002· ,AIHL· 'completed the ·acquisition of ·Capitol 
Transamerica Corporation(CTC,:) for$182 millioh. ,In addition, on Januaiy 3, 
2002/ , , AIHIPr,ll purcliiased ,, Underwriters 1llisurance· Compa"ny, 1 " a 
Neliraska-domici.led insurance'o companyJd ice.hsed· in all 50 states, for 
app'rqximatel)>:·$40 m:i,llion;,whef the sellerre fained-all lia~ilities that-existed 
at,. the;,time ·ofithe ,sale',f :rhe change, ip •Underwriters Insurance Company's 
'name to Platte.Riv'er,Irlstirance Ccimpany,was approved byits state of domicile 
'on May.8, ,2002, iAIHL wholly:owns CTC and Platte River .. . CT@ , in,tutn, 
owns 100% 6f>Gapitol 'lndemrlify Corporation (CIC), which .owns 100% of 
CapitQ!_ Spec.i11lty Jnsufancf:l Gompany, (CSIC). CSIC was .. previously 'an 
affiliate of CIG; howey~r, ,in the ffrsthalf cif 2002. AIHL rec(:ived appr~yal to 
transfer CSIC under the ownership of CIC. Capitol Insurance Group, the rated 
entity, '.foi!'it!{e·"C:Japitdl lilfr'imsamelica .. c/i1npanies • and Platte River, has · an 
inter-company pooling arrangement, whereby CIC and. Platte River; pool all 
their business with CIC retaining 90% of the. total results and Platte River 
accepting the remaining 10%5 1A relnsurh1tce· agreement between CIC and 
CSIC also exists; where CIC reinsures,90% ofCSIC's·busin'e'ss, In-addition to 
CIC, C1'C owns Capitol 'Facilities Corporation, an insuratice agency. Capitol 
Insurance Gtoup writes a complete portfolio•ofspecialty lines of commercial 
propertY:lind casualty insutance ·coverage as ,well as fidelitY ana syrety. bonds. 
CIC-operates on, an.admitted basis ,in the,rnajorily ·cifthe ·.states and on an 
excess and •surplus > lines, ba:sis1 in'Georgia; while iCSIC writes excess and 
surplus 0lines,·in°ithe1majority of-the :states , (45). ' CSIG1 continues to seek 
admission to other states (6) on ari excess and surplus lines basis w4ich allows 
the fle'x'ibi lity,to· offer .new prograins ·includin·g errors and 'omissions, D&O 
medicallmalpractice and ·miscellarieous professional liability at s;ompetitive 
rates, Platte River opera"tes on ·an admitted basis· in 50 states and District of 
Columbia. It currently writes fidelity 0and surety business as ,well as 'director 
and officers (D&0), errors and om'ission:s ·(E&O) and medical malpractice 
coverages.' Darwin . Professional Underwriters; which ,is wholly owned ·by 
AIHL, began wi:iting directors and officers ;(D&O), and· errors and omission 
(E&O) coverage in 2003 on CSIC •and•Platte .R1ver 'paper. 
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~quired Royal Specialt:t Unde1writing, .Inc. 
~ 1, 20~3, Alderwriting agency, renewal. nghts to the ongomg 

QJI J111>' 111,uiaging f Royal Specialty Unde~w1:itmg Inc. and the related 
jJ<6, .\l·'. ':nder".'r1tten ~-ve ortfolio for $115 1111!11011. To supp~rt Jvrore 
[lu~11.1c.<.</ pre1n1u1n re~~en AJHL also purchased Un?erwnters Remsurance 
11nc:1r11f ~ to be undefW11 sw'iss Re Amenca Corporation. Shortly after :the 
l>tc-l lJl~ss (URC) from . re-named RSU! Indemnity Company and Royal 
(~<Jll1P.·' '1;,nsf VRC. _waslnc. was re-name? Resurgens Specialty U!1de1wntmg 
ac<l''(s1

1
~
1 

Vnderwntmg t ofthe transactfOn, AIHL dtd not acqmre any loss 
SpC"1.11sV1 Inc) As pa/th business previously produced _and earned , by 
1.llo (ft . associated w pmt future busmess to be underwntten, Alleghany 
,-cserV~~ns, Also, to su~.nity Company at. approximately $513 million. To 
R~.it~iYi1,cd RS~png~usiness to be unde1written, AIHL acquired Landmark 
t!il!l r( 11on-adriutte Company on Septemb<::r 2, 2003 . Landmark was 
~tl~rica!I• Jn~urance ximately $65 million .. The rated entity, RSUI Group, is 
~.;~

1
w11l il:C<l w1th;ITr~~denmity and its wholly o_wned reinsured subsidiary, 

1_11de .HP 11 ~ RS 11 ti·vely the group underwntes , monolme commyrcial 11 ' 'k I !Co ec · f . I d . l · 1· b'J'tt, 1 . .inclin11,i, · · ell as various Imes o m. an mar_1~e, genera . 1a _ 1 t.J> 
p(<ij'"rl)', as . . ":' liabilitY, directors and .officer~ · hab1hty, . and profess1ona} 
tll!l '!r~l/11(c~cess . Business is produced .exclus1vely through approx1~at'ely 
li115 (hly '111su;ancetermediaries · country-~1de. K~y· classes of ea_ch hne;iof 
1~0 . l'hol_csl; cd m Property_ multi-location layered programs, bmlders nsk, 
b113i11css Ill~ u e. interruption: .. Umbrella/Exces~ - . . contl·actors 
~nd b115!~ijihblesale'rs/dis'trlbuto1's; and public entities; Geneq1l Liability 
111a1111n1c.~u1,er\g1processing, wholesa_lers, an~/, dIS!rt?Utors; Directors and 
• ".!atntl,icturrt L' mosticlasses ofbusmess, w1th·a lumted desire for Fortune 
O~fW71~ r1ibi .1_:,'Professibnal Liability - a new line·o'f business for RSUI Inc., 
50Qc0/

1
1
11~ '1

1/'ci~t .. miscellimeous errors and ·omission (E&O), !ethnology 
th t ' •1 ,a,rg, d d I P. , nl l'"bt'!ity and some othet non-stan ar c asses. I' , , ,, , 1, 
IJfOf~sston, · " . ' · . 
i RS.Ui w\·iles businessfih the s!ates ~fTex.as' and Oklahm~a on the paper-of 

(,'Sl~, unaffiliated company. This busmess 1s. rem~ured I 00 Vo b<)ck to R.~ur. 
, , I <111

1
, . . 
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Base\) '. . . BEST'S tllA,'fING ,,, ' Iii, tl( J. I _ ' , ,, , 

Uc,,t's1~
1!ii~:1·~f ~~on of the con)rlllly's l!;inancial;Stre~gtl1,.it Is a'ssig11e1i:.a 

) "ht,s ,V. Rcrr t · (Excellent~ .• p1c,company's. Fmanc1al Size Category IS 

.s 'src111 nntl pri· 0 tdhe Preface h1ir a complete· explanation of Hcst's Rating 
,, j oce ure. 1 1 1 , - ; - , " ' , .. • 1 

11 11,I 'I 

n . RATINGRATlONALE I , · 1 
llhug Rntionale·· Th. . . . . . "• '' it' ,operating profit b\!at111gr~flects .the_co1:1pany's continued t.111derwi'(l,ilig 
qmd1ty.' Offsetti , a 1 tty, se~~re cap1tahzat10n and favorable balance sheet 

~'.~1<!11c1 concentr;f 0these positive rntin.g facto.rs ,is· t~rcompa!ly_'~ s.ignific~tit 
Fthng tlus bu . n and above average:expense rat1owh1ch 1s mhereh~w1th 

~lock[ ld Sllless Inter I I c 10 er divide d. . na surp us growth has also been hampered by 
,; '.tl';u~ •'s rating o~tls Ptd to its parent. Nevertheless, A.M. Best views the 
, l1c rll! 11igrec . . Oo<asstable. , . .• 1 

11: 1J,l"t1sa• ognizes the coin· ' h' I I · 1· d · · h d " · · · ml,,ho \ . IU the bail ·b · pan~ S 1_g 1 y specia tze. lllC . e \Ill erwntmg 
!l{!.liti :1~hq1s an~ the Ii .011~ :111arket,. its Jon!l-sta~~mg ~enern/ 'agency 
t,1~h· ·

0
' '. • the coinpan ~tied ha~u lrty mherent m wntmg tlus ·busmess. [11 

11 ,r11~~"g }:ve1age Ill~ as con!mued its ~eograph_ic expans_ion .which has 
\ 1th 

11
h \er U1e near tsures slightly, albeit, stil l m !me ·with peer group 

1,,,j 'ai-,Jc dtSh)butions b enn, stockholder dividends are expected to continue 
fohit \ t,,\1bne? par~tlt eC~g.used to retire the shan:s ofco1J1m~n stock in its 

ch111ct its P~ers~estnut Group. Further, operatmg returl)s continue 

~(jlq lit,·~· ... 
. , ~!NsuRAN 
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ALLEGHENY CASUALTY COMP AN\:' 

Penod 
Ending 
1999' 
2000 
2oo'1 
2002 
2003 

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

Best's • Best's 
Date Rating · Date Rating 

06/1,7/04 A- 06/20/02 . I A-
11 /20103 A- 06121101 A-

· 06118/03 A- 04119100 A-
02121103 A-

1 , KEY FINA,N,CIAL INDIC,(\ T{)l,l.~ ($09Q) 
Statutory Data 

Direct Net ' ' ·!'relax r Tola! 
Premiums Premiums Operating 'Net: Admitted 
Written . Written Income , Income Assets , 

'12;220 ·li ,220 1,634 1, 143 · 23;t:55 
12,929 12,929 1,374 954 23,975 
13,625 I ' 13,468 935 586 23,876 
19,502 19,047 ' 792 506 23,2 11 
20,628 19,9 19 716 452 17,121 

Policy-
holders' 
Surplm · 

13;294 
14,l!O 
13,204 
12,30,0 
12,261 

- -Profitabihly-- - --Leverage--- - - Liquidity- -
' Inv. Pretax NA ,,. Overall Oper. 

Period Com.~. Yield ROR Inv NPW,to Net 
1 

• Liq. , Cash-
Endihg Ratio·· , (o/q) , · (%1 1" ' l'.c~11

" PHS ' 1' Le~1 ' 1 ' (%) ' 'no·w' (%j 
'1999 ''' 98.2 I 3:~ , J ul<!]2.'.7 '• "46.1 

1 
''0,9 I 11:~ 1 2J4.8 '·]03.) 

2000 rt : 197:6 ' 3.6: I !0.5 1 ,t, 45,5 •I'' 1 o:91'1 l.6' 243.0 105:1 
'zoo'f·" J '

11 96.2 . 3..'l ·1.1.1 "" 51.5" · J,'~ 1,0 11 . 1.8' 223:7 ' 1106.6 
200~1' I 'ljiq 1 2.5 ' ,,,, 4'. 3 .• 114''5:1 t,r,r.n•1.5 '' I I Z.4 2i2.7 i06.I 
2003 ' 1197.1 1.cJ '• 3,t; " 11 10:~'"•1·· \P,,,,6~"· :lo' r '352.2 • ' 103:9 

1h 11: 1 , , - ,· (I ..... -, Ii, • ,~11n 111 1rr · ,~ ,, · , 1· , , · 

Wr ,J • ·1 1 97.1 , · }.O, ),0 11 lf. ';l ]!i·,,. ,u- i.llh J .. . J, !'"I , I ,.;, · 

II (~) Data.rcflcc\cd within all tables of' tht.s fct> lirt h11S' bcm1 ·coinpile<l irorn the CQIUµar\y:li lcd 
statutQl)' statcmcnt'.~M/itMn scv~ral1,financial h1b)gs...,€if.. tMs rnport11thi.s comp'ahy, is comp.:ircd 
·against t~9 l'rofcssiona l)ldclj!y,f% ~u.rntyJlri\,r '-'. ' t;rll n 10 '· ,..r ,, JI' I:, , , 
In , ~ i t ,J , •. • • 1 , 1.l , ;,1,1 .. ,· ~·<i.J · l),1. ftl 1 1,, l fr, i 11, •, •·I 

1 ,1 1. , BUIS},NESS r'l !i,· IE i\11 , " ,1, 1-t,1 .. , ,, 
Allegheny Casualty C mpat1y »rip1,iri~I ' Wf,!te's. !mil surety b'ond business in 

eig~t~e!' . ~tates: is li~ens~d ,11\ thjrtyi st)t '§ it1\d ,\s: p~1;1<l_ing , lic~nse · in , oihe~ 
terqto.nes. Bu~U\e.ss ,s p1;1manJ:y. ~ff";[t, } J1r pgh e,1glit ,mde,pe11dent genep1I 

, age,n1<is:;s ;w/10,t n tprn,1co11l171ct ,£!Ii appomte<;l.,bit/,!,agent~ .. ,The gen~ral !lgerts 
' tq4t;mnify; tl1e C011)P!l!)Y,;for ;\lfl.lc;>sse,s. O~l)~raJ,age/').1\ hi\ye, authorfty to is~ue 
! bgp.ds .and.1settle claims on lieJ1a)f.,of the company.,., Quarterly ; report~i:are 

pl'@\iided to-the company by the ,µrtderwritfng man!lgers indicathlg all ponds 
, issued. Tlie\'compatly jlas ma.i,nt:;tihed long~t,erm c.ontract11al rela\ionships with 
. the!majority of itslgeneral'ag'erits apjm:ixiriia'ting'clost\ to 30 yea1's'. In 1995\ the 
· 061npany iit,pointed IA:ssociated'Bon,ding anp In~urah~e Agency to process and 

monitor itsQCalifornia business'$ In''2003';1' tli~ colnpany!Hransferred ,\ its 
, remaining, bu~inest to Asso~1~fed:B0qdiM ,,!1nd lns~Hi'.n~e Agehcy'which 1r' VI 

respo11sible for all ,,processing ,and admn;ii~trl)tion services of the compiiny, 
I I Bilnds•are'issued ba'.seo'tlil'indep'endently file1Jlrate$'.lh t'll ' l ; rll?r 'l/'l' ~J ' I 

' 1i,On'.'. :Ja't\.u'ary I;< (998;1'Alleghehy' Ni:utu'ai\ tliisilali)h lnsurance' l~ompany 
' I 're'ceiveli '' llpptoval' •,fromJt:tJie"'Pefinsy'J'{F ~ial,I Delr,~thrieht' I of< 'lnsiitanl:e ,. to 
, reoig~oize'in'a' stt>ckl ho1oifig'cohipany ~tffi6fufu1 1Uncle1',tlfo1P,lah' filec},with1the 
1 n epar(tiien't' 1/ifl In$htanc ' l'a<"s1ocll.1 lidiain/tlcompany 'balled ,The •C:hesth1,1t 
'1 Oroil"Nn:c! (TGG) "#as' ~H:ate'd'.' li<\llegli!:ny'1M11tual c'oti.\.lertecl to' 'a" stock 
I 1ns'\i\-~n'ce cdn.ipany1 calleq '· 'Allegn~iiy;1 'Casua1/t ·I~siirl!Hce Co\nµaiiy1. a 

'wh'61ly-bwnei! lsubsttliary ofth'e1holdiiig '<i01bphny-1'I'he'hcwly created holclil)'g 
•c_oinpitii/ '11( a :·'ipeJawar ,J 1c6rp\>ratioq); i jg ,'i 6wneo I ~ by ll• eighteeh ' 'eligioJe 
pb1Ilcyh'qlders of the1t'iow' il~funct 'nnltual!'J McHlrec'e1ving'n pri:Frata 'ownership 
interest. IJWI , ( 1\1.•wd,1 ,•H.qllit h ll• ," ' ' iJtt nnn ·11 "J f 11 · ,, '1 

-In 200 1; the company begaµ writ1ng contraptorf perfonnance and paym!lnt 
bonds. All cif •this busit\ess· is •.Beded 1vi.i )·J100%'.quola share reinsurance 
agteement1,reducin potential.risk to,the company. " 

1! ' .u 111 •! .1' ,1 1.l; · I . /11 ,' lf, '• 

2003 BUSINESS PRODUCTION AND PROFITABILITY ($000) 
. , 1.'1 111 ,,.. ,. 

t ' 1 - Pre,\1iums Written~ 
Product Line 
su;·ety •,- .. , • .,.,-,,, ,,,.,.,.() 
AIIOthet ,.,,,,,,.,. .. ,,,,.,, 

Totals_ ......... .. .... ~-· , 

Dircoj l . Net 
20,628 •• 19,9 19 

1, 

----r 
20,628 

___ ._., 
19,919 

;%of l 

1 Total 
NPW 

I IOO 0 

100,0 

Pure , 
Lo'!,-S.: , 
Ralto 

0.0 

L~ss 
&LAE 

Res, 

_ _ 2_3 

23 

Major 2003 Direct Premium Wtitings by State ($000): California,,$9,277 
(45 .0%); Florida, $3,750 (18.2%); New Jerney1 $1,251 (6.1%); Nevada, 
$1, 123 (5.4%); Te~as,,$ l,085.(5.3%); ii,other juri&dictions,,$4M~(!ZO. l %) 

"' ' CAPITALIZATION ._, , , >.,•+ ;·- I ' I I 

Capital Generation: Overall, the company's' surplus position has remained 
essentially flat over the five year ,period due to two consecutive years of 
de6I ine.driven the quyback ciftwo deceased shareholders'·stock along with a 
preferred .stock quai'lerly dividend of $30;000. This followed three years of 
consistent moderate growth. , The company expects the leV'el. 'of dividends·to 
remain steady over the near term as well as continued payouts for shijreholder 
buy~acks. In the first quarter of 1998, the company completed its plan of 

1b view a company's complete BEST'S COMPANY REPORT, 
refer to BEST':'i INSURANCE REP.ORTS on CD-ROJ\:l 

or go online at www.ambest.com/bir 
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IMPORTANT NOTICE 

' ( 11 , •• ).:· 

The 1:eports presented hereln 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 Nat/on.al A,ssociation of. Insrn:ance Commissioners and 
as filed with the Insurance Commissioners of the states in which the companies are 
licensee\ 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. 

In aclclition, our reports may include supplemental information obtained by us, 
such as data supplied in response to our questionnaires; data ,contained in state exam­
inati<;m reports; audit reports prepared! by' certified' public 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 person.11el and c9mpal).)' management also provide 
additional and valuable in-depth information on the company's current performance 
and future objectives. ' ' l ) • i " , .\ f(~ ·1 .... i )' )11 l' l i , - " ! ,I • ,> r -' , I ~ , .t. \ 

While the information obtained from these sources is believed to be reliable, its 
accuracy is not guaranteed. We do subgiit the p}ta to a rigorous, computerized cross­
checking routine to verify its arithmetic. accuracy. However, we do not audit the com­
pany's financial records or statemen~s. ~D? tqere[C?re 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 co~pl~tentss of the information presented here­
in, and no responsibility can be accepted for !ny error, omission or inaccuracy in our 
reports. 

Best's Ratings reflJJi::, tilejA,Ml B&s'tfd:dim~apyisf bpinion based ;n: a comprehensive 
quantitative and <J\lalitativ.e eyaluation of a company's. balance sheet strength, operat­
ing perfo~rrtance:k~'cl J:h:ldine~s ptdfilJ J Ra#ngs may be changecl!(suspendecl 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-
trA~?-lal ?b]igat/opf '· rox,j~e Jhey ~. r~c?rµip~ndNiO(\ f9' buy! ?~/\ e1: lh?lcl apY, ?.er l!rf tr:1 
A'.M. ·B1est Company is not engaged1 m thb offer or sale of ·any secunW and 1does 1nbt 
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 ~ 2094 by 1,·~; Bt;~t. f~mpany, . Inc.: Ambyst Roa?,. 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 

~

~rr,··~· .. .. stored in a database or retrieval system, without the prior written permission of the 
l1 J.f.1 \n~ ·.1 r·.:;,Y·4/V·,JJ~~t s:.ompany. For additional details, see Terms of Use available at the A.M. Best 
rf /J/1 ·, >,1J Cofup}nyfeb site http://www.ambest.com. 
I ; l •' .i _' , • \ i / (~ t, 

.~ '• - . . t ,ti''.-,! 
.. , · ' t :> ~Best's is a registered trademark of the A.M. Best Company, Inc. 

1 r; ,. . 'Thie 'rating symbols "A++," "A+", "A", "A-", "B++" and "B+" are registered 
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. MANAGEMENT 
. tober 8, 2003 <;ooperativa de Segur_os, l\-1ultiples de ~uerto Rico 

~11'q£1tve ocRoyal International Insurance Holdings, Ltd., London, England 
J;lire~ frorn of the company. '~% co~trol re conduc,ted sep_arate and apartJrom other members, of,the 

I operauons ~e Group, wWch 1s ~eaded m _this country by ~he pronunent 
• 111nsuran e company of Amenca, Charlotte, _North Carolina. · . ' 

110>,:11osuran\n of the company's affairs remaih under the directio~ of 
R0

~0!Pinis11~hief exec1itive officer ,Victor R; Rios, · ~ho had previous_ly h'e l.d 
ident at}· ·ce president (underwn\tng and marketmg). Mr. R10s began his 

Frc:SotTiceO Vl·nsurance)ndustry in 1973, with most of his experien~e ·in 
~:..er in .the 

1
nd administration. 1 1 '' ,,, •. r4ir,ung a, , 

undc ident Victor R. Rios; executive vice president, Rafael Padial; 
officcrs:_~re~ vidtor : M. Gomez; secretary, Hector L. Rivera; treasurer, 
vice pres1 i~i~ (finance director): ·. . . ,, , 1 · , 

11on I,. , ' · , 1 
R~~ , . David G. B<1iley, Kelvin ,E~wards (chairman), Am~ncio R. 1~ias 
u1rect.ors, Ramon A. J.,oza~a, C~~los E. Lugo, ~aul M. Anas Marxua<;h, 
(itt~rdtola, Ortiz, .Victor R. Rios R1~s. Jose J. Zpgarra. . 
!(anion I,. 

. , REGULATORY l ' 

· natioll. of the. financial ,condition ,was made as of °'ecember;3 l, 
. An Cll~~;JiisuranceJDi:partmeilt ofiPuerto Rico. _An 'annual 'indepen'deilt 
2()0~ by · e company is condu<;(~d:by,~~G, LLP. An an,n.ual 1:valuation. of 
;udil ~f!~or unpaid ·'Josses .and . loss1 adJustment , expenses. 1s . made, 1by 
rt~«:r)CSierhouseCoopers, LLP. - I ,. I , ·, 

l'licciVll ·· 1· d · P Ri ' us v· · I I d I · , · ltory: The;compa!1y:1s . 1,ce\lse 1n uerto co, · . , 1rgm s an s. t 1s 
[crr

1
• 011sed in the BntJsh Vmnn Islands. alsQ , 19 , . ' . . •' 1 I 1,1) ' "1 ·~,1 II ,, ; • j 

I) 1~ 1.,. t I I 11. ~ ' . i'';• REm,~URAl'JfyE ROGRAMS .. 11 1n · ., ,,'I 
Jibe company maintain an.extensive reinsurance program th:at consists lof1 

, ' portiona11tiild excess.ofloss treaties:)T~e catastr~phe reinsurance coverage 
:s.itJ'cr#se4,,to p4SM ,f~<:>lll ,$2.~5~;-m ,the l<pno( y~ar. ·ij.lhe larg~sJ '.net 
•gg(egato,am'ount msure1·1~. ~ny,r.1s __ ~1s $5B7.,5QO. Quota,.share. trel\\~es lifer 
pi"ltlntait1ed on prope1ty1nsk. up t9. •a11maximum,occurrencerlitnit of $ZOOM. 
P/llperty'tler,risk excess ofloss reinsurance provides coverage1up to $SM with 
1c\ent1o~p,f.~l ,ip_illiqp,(;fh\:.CO!lm~Y alsq,m\l\llJa,i!lS ~ f.acµlt;itiv,e_ ~xcess,pf 

Jo s coverage provided on a nsk by nsk blists, remsured j OO%·by its former 
, pai;i:nt, As ,of 12/31/P~.;,,J~pyal ,c!nc;l SunAlliance.lq~d.efl 69.9% of its gross 
.lvttl\f/\~f,~l~JW,1.1.V~X1msurers. ' !tL._ IM1 , ' - - ·; 

.. ,. U•:,;,o . "ll1j>I(. l I . l-,v :) • -l~ Vi' 
I:', ,, ttl'! 1·,;~_\ll_lCttl l,B4,~A ~E/1SHE :.11'.1 111

116 , "'tlfJ ···lvi([ ./1..'>l:L,, ,.~•19',t ,. r ,, h,v ,, ;•fh 
'' ~~ rn?iMJMl'.'I').'JD 1\!S ., $ '($0 Jl ' 1,)l111.~\-

'''l o·J"' \ "'' ',''in l\1''11·» \I\J.J~" \. 
L'V • ,. ,<,• . ~-< 12/3' /03 lil31/02 ~ ' '01% .I. ii. 8.Gl · , ,. !I ,.·11 r.r.>r ~w 

'J::.::;:ie;:, .. : ......... , .................. I.' f.i), ;94:4 7 '·, 1 ~- :807 : ~<l~' R~~q, 
, 1 '•7:h\fllOVes~, .... , ........... , .. ,,',; .16 6 7 111858 I ::,t l'l':5' 

loli~fovest'd ,.dJlat.N . "·~ .. - ,,,!,. 1t1 U - ~ l ti ., b e assett ........... ... ..... '. .. 111,104 103,665 76.5 
·~m. alances ................... :?. l.?..! lAYf. 21;87,7.:.:ITY':·i, 26,551 15.1 
·i~oiht::~\ .. ,., ........ ,., .. 'T:t""""' , 833 ,' ·'I •i910 · 9 .. 6 

- ...................... , ..... ,, ~ . 2,635 ,,1 ____l2 
ll)lihssel! ' · . · 
• • .... , ......... ..... • .. .. - ... ..1 .. •. 'I 11>1 I 4S,e52 • >1133, 7601, 

~ .! ..... , 1•.u· • t 't . 11 rJ 1i 

·; LIABILITIES & SURPLUS ($000) I 
!I ' ·., ~ r • ,, \ 

l'lll ttAu ) ' 1w1103 1 ·12131102, '03o/o 
l~,i9;dprii~~~----.. , ....... - .~ ... ,, I ·31;?~6 , 132,23~, 24.0 

fi .. d ......... .... ,.. ... : 36,~~9 39,9Q8 ' 25.2 
. un s~ .... , .... - ...... 17 72 0.0 
_,,_(., !._.,, /:.~ ... ),_,, ,29~056 ~ \ I 120:0• 

·100.0 

1, 1 

'02% 
2(1 
29:8 
·0.1 
li :8 

100:sr8 89,277 ' 1 69.2 h66.7, 
128,960 'I •27,638 tl9.9 20.7 
IS 774 If/ 16 845 I_JQ,2 ~ 

44 734 ,.. ·, :~ 30:8 __.11J 
145,252 133,760 , , 100,0 100.0 

SUMMARY OF 2003 OPERA TIO NS ($000) 
•j '°"' " f I I 
'u~.,~:' Income I Funds Pro_vided from 

' 12131/03 . Operahons 
38,939 · Premiuins collected ....... , ...... . 

I 17,229 ,Benetit&lossi:clatcdpmts ... .. 
lncu/~d .... _, ' 6,129 Net transfors ·toaccounts ....... . 

re ~ Undrwexpcnsepaid:, .. , ........ . 
4,044 Undrw cash now .,. ............... ,. 

. • "··-··- ·-~ [nve;tment income .......... --... . 
.,............ 7,969 Pl'c-tax.cash,011erat1ons .•.•.. . 

.. , .. ,~-~.- __ill [ncomc taxes pd (rccov)~,,.··- --· 
... ._ ., .... .. _ 7,490 . Net oper cash flow ---·'·--.. -, 

12/31/03 
52,599 
24,386 

16 595 

11,618 
3 939 

15,557 
I 196 

14,36( 

~lit 
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suRANcE REPORTS-PROPERTY/CASUALTY 

-
ROYAL ANl) SUNALLIANCE USA 

' - ·+ 11~ 

1- 1 I\ Ir I 

11 

Royal & Sun Allian~e hisur~'n~e Gro~·p pie ; 1 1 

' I ,, ROYALAND SUNALLIANCE USA 
1 .1, Wilmington, DE,, 1 ., 

9300 Arrowpoint Bmilcvard, Charlotte, NC 282:]3-8135 
' W cb: wmv;royalimn'alliance.com ' . " 

Tel: 704-522-2000 'I' . ! I ., " r ' ' Fax: 704-522-3200 
AMB#: 18371 ,11· ,1 · , 11, , , 

I ' 

•111' 1 I 1, 1, 11 I I I Il l I 111 ,11 !1 

KEY FIN~CIAL IN,DICATORS (~ooq) If! ' 1• 

- --- --- --~latutoryData--- --- - -­
Direct Not Pretax Total Policy-

Period . Premiums ·, 11 Pr~n1i1ims ,, , , Operating 11 , 1 Net ,111 1 Admitted , • holders' 
Eitdjng c/(rit\en , 1\l(ritt~n l Income .JI, .. Income 1 , •r, A~ts , &urplus1 1 
1999 1, ,4,163,090 , . ,2,95Q,655, 111 ,,63,743/ I ,.350,86,1 ,19,36§,~12 ,,] 2,6,64,1~8 
2000 1,, 4,2,68,657 , 2,993;258 ,11 l }181,17.6 , 113]8,49? ur,~0,!)()3,638 ,1 2,411;719, 
2001 th 4,133,338 ,13;1.t3,~21 ., 1, ,-8)6,612 I ' '.541,J53>J''ll9,646;399 1l 1 1,863)423 
2002 : ,115,1'5(996 . ,3.'[23;074 1· •,:563;9,00'' u<446;3~7 111 19;435,539 ,I til;4.71;960 
2003 4,056,629 875,757 -585,318 -291,8,06 8,98l~Jg2 1>J 1,1,489;985' 

--Profitability--· , -. - - Le,vorag~ • - . - Liq~i~fty -
,' .Inv. Pretax , .l'lA 

11 
•1 , , , Overall Opcr: 

Period Comb: Yield ROR Inv ~W to Ne\' ·, Liq. Cash-
Ending Ratio (%) I I Ii (%) I. 1Le1" ' I I PHS H Iicv. ' • (%) flow(%) 
1999 115.3 6.2 , 2.2 i70.9 I 111i1.H1 13:6 141.3 95.1 
2000 121.9 · . · 5.7 -6J 70.9 J.2 J.9 , .. ,139.3 89.5 I 

2001 139.0 5.3 -27.S 71.4 . L.7 5.7 126.3 93.6 
2002 128.9 4.9 -19.1 40.5 2,1 7.4 120.7 91.2 
2003 168.1 3.5 -36.9 1 ,, ' 11.2 b'.6, 5.3 121.0 52.2 

'/!I I I j• 111 ,111,• • J ,, ' I r,d' SI :ljf tfW<-j f J} • I,, 
5Yr 111 ,130.~. f, ,,6,.2 ·f5.6h . ,..; ·,1• \ 111 .. 1; ":\1 ·,L n.'11 ,n, · 1, 1:--
I· '(*) _Data teflectrd within ~11 tables oftlii~ r p9rt1has been, cdinpile<I through',the','.A.M. Best 
C9nsoli~.atio'l;.of1statutory fil /n~s. Withln several ti~ahc.lalJ;11lles.of\t~i~•r.QP.6rt,.lhis groµp isl 
COIUP,i\fCd,ag~lll~\ !)\e Conunercml Casualty Comp1>S\1Y:)' ~116<troef.) ~JnSJUlllfodolu ~ilf.1'3 
(, h ir t·nl r • ·. ·. 1'11\1' ··~ · N,4.lOt 
'r :.~'.,,I ~II 'll 1 ,, 1, ,l <\lim111'm t~OO~ 
M:~·\1 t Jft '' ' ·iil\l!',\h' SIOOl 
~i,Jl! , ., ,,:'ll C~RPOIµTE~~~E";'. ~)fl.~~ m!~~!•'-
'N-!qn July 19, 192~\ Rb:1.al,Insur;mce Holditlgs plc'me~getllw1tl). SunAlli f{J'et 
<'ffpu'p pie;, for'n1(ni '.a n~,w 'holding :c\Jnf~ahy lcalfe,d•j'J}oya!! &;_. SunAlli9~~e 
lnsiilimce Groutf l>~1' Th~ rt,1erger, winch was 'com'pletel:hh:rbuglj .the exchange 
~f \?ck, cre~ted 9~y,~f1t~e l,arges~ ·multi::Jin~ i~lli,tters'jJl'·tf\etUnj.ted Kingcl,dJ? 
a~ ~~II as one of t~~·(op 1n~1:1r~rs m the wotld.1~).1 i1~1, 11~h) , ·, a,i1 1 ,, . : \O 
1/ilRoyal -~ SunAlhance Insur(\nce Group plG~offe'rs, 11 ;r/.111· a'rray, of msurance' 
8Merages .,in 'ovei;il 30 countries with sulfatantlal •twritiri"gs in the Uniteo 
~ingoom: Un(t dSlates, Canatla; Continental•Ei.n:b'pe,'1hcluding Scandinavia1 

and the Asia' Pacific' regio11,. J:~e._Royal 1& 1SunJlllli~riceµsA:Group represtirits' 
theUS. based op~~at(ons of'Royal & SunAlliance-1n'surance Group plc.,Th'e' 
operations of the tu.S. group, contribulti'1mofe1thitii'l2-S%cof the worldwide' 
pr6perty/o1sualtypremiums,of Royal & SunAlliance.;iris'tlranc:e Group 'phi!;' 
wliich is t,he hoiding ;compan:ri ofihe1Royaltl&iStlnA.l!'ance Insurance grol.ip' 
("theigroup") ofcoinp\lfiies .. ' II ,i .. 11, I <•h•· r 111 • :. ,·. . ,'(1 1 j 
\: · Earnings are evenly, distribhted betw'eeh bonuhercial and p;ersonal lines/ 
Wllile the group's'~ earnings ar'e1 !preclob.l.inantly) generated ii;i. the UJiited 
KinMom and Unite'd States, ,oiher sources1lnbluoerltit~rnational operation§'fo' 
Canada, continental Europe and So·andinavia1 'South !/\.hierica .and the J\sia' 
Pacific region. Th~ property/oasualty . products r ar'e hroadly distributed ' by 
a'genis, brokers and tlirough direc't and corp'otate partnerships with finaricial 
institutions. ' , , 1 ~r I, 111 rr •,1· 11 , 111,,11 '/ ·\', 1 

1The majority of Royal & SunAlliance's U.S. proP,erty andc'asualty business· 
is c'i:ihducted through the Royal & SunAlliance USA' lnsurance Pool ("RSA 
USA Pool"), which consists of 13 active insurance bompahies that provide 
coinmercial property , and casuafty;i.'·personal ·a·nd lspccialty covera'.ges · 
tlu·ollghout the country. -In addition, there·-are 11 insufailcc companics tthat 
reinsure their business with member compariies·1of,the RSA USA Poof. The 
group opetates under an internompany;poolirigagreeliient that is led by Royal 
Indemnity Company, which functions as the ·adminiSirator 9f_tlie'pool.' Under 
the arrai1geinent; al.I underwriting coniinitri1ents·ofeach -tne'mber!of the pool 
are .. I 00% reit\sured with Royal Indemnity Company; which i·efrocedes to the 
affiliated companies specified percentage participations of-the commitments. 
AM. Best acknowledges the strategic role of Royal'& .su.nAlliance USA 
Insurance Pool in'the operations of Royal &SunAiliarice Insurance Group pie. 

Royal Surplus Lines Insurance Company, a separately-rated memberofthe 
Royal family in the 'U.S., Writes on an excess artd surplus lines basis thr6ugh 
wholesale intermediaries. Until mid-2003, the surplus lines operations were 
managed by Royal Specialty Undei;wfiters, Inc. C'RSUI"), .a Royal Group 
managing general agent subsidiary. RSUiwa.s sold to Allegheny Corporation, 
effective June . 30; 200;3, 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-ROA1, 3521 

or go online at www.ambest.com/bir 



ROYAL AND SUNALLIANCE USA 

de-leverage the group's balance sheet and reduce exposures to more volatile 
lines of business. Existing surplus lines loss. r,eserves and unearned premium 
reserves will remain with Royal. · 

I• ,rJ·, ' ,. ~ , 

3522 - Best's Ratings &Reports. ris of 07/22/04 -
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NetA&E 
Reserve 

\'rJ.r 
($000) 
423,904 

1~9 335,500 
,~10 517,026 
)1)1)1 648,022 ;n02 748,422 

!IX!.! 
CE! 

Ceded 

firiod 
Reins. 
Total (oding 

4,022,0'. 
J999 5,024,22 )000 
lqOI 5,854,65 

J(i)f 6,831,54 

l«)J ,, 9,085,85 

~fl' 2003 R 
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,ITY ($000) 
ire L 11 
lSS 0,1 
f &L,\11 
10 ~ \ , 

;2.1 
2 15.0 ' ~~ l ~ 

1n 6Ji:s1i 
,5 .. 4 Vn1 
S5) 1131 ,019 
45.l 2.~)!.l 
55 16),JH 

·6 lO,ll) 
42.5 11,%5 
51.S I\ 
54.0 .,(,SS 
;83.2 5H,5Jl 
·99.9 .. l,1 Sl,8i l 

76&,1 62 
55.4 243,2)6 
l.!.ll ...._lliJ11 
96.9 4,4$6,61~ 

000): Cnliforo!2 
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4.2%); 4&, Qf\Ji;r 
, Aggregate /\Ii .\, 

1111 I 

000) 

15 
10 

00 

-oii:s·ros & ENVIRONMENTAL (A&E) RESERVE ANALYS~S 

,I~ ____-Company - Industry Composite--

NctA&E 
Reserve 
($000) 
423,904 
335,500 
511:026 

. 648,022 
748,422 

Reserve Net . Comb Comb Comb Comb 
Retc1i- IBNR Survival Ratio Ratlo Survival Ratio Ratio 

tion Mix Ratio Impact Impact Ratio Impact hnpact 
(%) (%) (3yr) {I Yf) (lyr) · (3yr) (1 yr) · (3 yr) 
88.7 0.5 ·1.0 
86.9 0 2 0.5 
86.9 6,1 8 9 3.2 6.2 1.4 
76.2 8.3 6 3 5.1 8 7 2.4 
70.9 81. l 12,4 9. 0 7.9 85 1.1, 

1.0 
1.5 

,' 1.8 

CEDED REINSURANCE ANALYSIS ($000) 

_-.Company--- - --h1dustry Compos1to-
Ceded Jlus. Reins. Ceded. Jlus. . Reins. Ceded 
Reins. Ret. Recov. to , Rems. t.o Ret. Recov. to . Reinuo 
Total ,(%) PHS (%) PH_S (%) (%) PHS (%) PHS (%) 

4,022,032 68.6 92.9 151.0 76.9 81.8 115.7 

5,o24,223 67,3 1.29 .. 5 208 3 75.1 92.3 .·m :8 
5,854,659 63.8 220.4 314.2 71.5 122.1 168.2 
6,831,544 58.9 312.9, 464.l 72.9' l}0.7 181.9 

9,o85;859 121.3 390.3 ,609.8 74,? H5.6, 1~?-9 
, I I • • 1, ' 1' · 11'' • 

2003 REIN$ ~,\NCI; mr,~~,Y.ERABLE)S ($_000) JI ,,• 

' Pai'd&- ' 'I 1 " 1' Total " ', 
Unpaicl • J.,, Une~roecl Oll!er· • i: Reins ' 1· 
LQ.SSes !IlNR Premiums Rccov' · Rccov t 1 

•4,137,299, 5,030;42& l,518,843 -293)257 ,, J0.~93 ,313 ' f 

•280,716' I 1,264,948< 30•,047 -659;962,, • '9115,809 ' < 

l lmurecs ...J... ... ~... .... .. IJ,?"1 4,830 1,200,2~8 49,635 1' -l,806 , ' JJ26i,89.?.l 
~iJAisociations- ........ Q.59,137 ;: I 34,296 14,Q28 I -364 J .\307;197 , 
C.l<\~on-,US.- ·- '"'"' , 156,396 I, 770 797 l • 95[570 · -294,430 '1 1 IJ 28/333, 

' i11x USAffils) ... .. •'3,ol 1,q 9 3,270)1? I 489'980 " -9S
1 

562 ,, '{8 14,836 ' 
, rot&L- ... - ... ..... 1,14&;41s 8."300:701 · i.00S:s23 ,11ii :8191

' ili,sos,1~9 
1 • • 1 II j :'- I ! . 1 ~ ~ ~, • ' 

• blllcs Commissions less Funds Withheld 
I . .-"J)i {) ;\l{lP H r -.~. J Jn Jt,P ' 

INVESTMENT LEVERAGE ANALYSIS (% OF PHS) 

Ir• I 'I 

- - --- --Lompany----~--
Real .,, .Other Non-Affil: Class 

3-6 
Bonds 

5.4 

· -Estate/ ,, :Invested , ,Common Inv,, , 
Mtg. . Assets , • Stocks Lev,, 
4.9 3.4 57.2 70.9, I 
5,8 3.3 58 .7 ,70.9 
8,3 5.6 56.3 71.4 
9.9 3,9 .... 22.6 4b 5 
4.3 3,5 0.5 .11'.i 

Alli!. 
Inv. 

1.5 
10.4 
9.3 
4,5 
3.8 

Industry 
Composite , , . 1 

•Class , ,1 

3-6 , Qimmon, 
Bondi ,St<f!<s 

8 o 311.2 
,7.8 2?,.4 I 

10.7 23.,6 1 
10.7 I 11 11\s l 
8.9 19.6 , 

,I 

ROYA.L &SUNALLIANCE USA INSURANCE POOL 

CONSOLIDATED SUMMARY OF 2003 OPERATIONS ($000) 

Statement of Income 
Premiums earned . .. .. . u,., ... , .•.• 

Losses incurred .. .......... , ........ . 
LAE incurred .......... ......... _ .. 
,Undrw expenses incurred , .. ... , 
Other expense incurred .•.•.•. ~, 
Div t_o policyholders. ,u--•-•-.. 

Not underwriting income .. ... ... , 
Net investment inconie,uu•······· 

Other. inc.ome/exJJense - ·· .... , - · 

. ?re-tax. oper income ,m,uou•, 

Ri~lizcd. ~ppital gains, .•... ~ ... :~ 
Income taxes incurred., .... ........ . 

Net income 1. 1 .... ... · · · · ~·· · · ·· ••• , 

. ',, 

•I 

12/31/03 
1,584,471 
1,535,846 

449;370 
357,654 

9,459 
14 527 

-782,384 
243,330 
-46 264 

-585,318 
266,863 
,-26,649 

. -291,806 

'I • 

Funds Provided from 
· Operations 

Prcminms collected. , ... ...... , . ... . 
· Jlenefit & loss re lated pmts. .. -

. Net transfers to accounts~.--"' 
Undrw expense paid ....... .. .. .. 
Other _income/expense.,- ... , .. . 
Div to policyholders .. .. - .. , .. .,. 

Undrw cash flow ••Om•-·-······ ··· 
Investment income ..... .. ·- ······" 
Other incomc/ex_pense _, ....... .. 

Pre-tax cash operations, ...... . 

fncome taxes pct°(recov). __ ""' 

Net op_er cash flow --~ .. 

Royal & Sun Allianceilnsurance Group pie · . 

12/31/03 
1,333,703 
2, 161,052 

940,882 

14 527 

-1,782,759 
305,646 
-46 264 

-1,523,377 

-32 576 

-1,490,801 

·ROYAL & SUNJ\F.il.llAN0E'USA'1NStJRANCE POOL 
9300Arfowp.ofot B!vd, Charlotte; NC 282'13-8135 
Mail: P;(). Boid'O'OO, Charliitle; N<;; 28201~1000 

~eh: www.royalsunallianc~.com' 
Tel: . 704-522-2000 .. , , Fax: 704-522-3200 
AMB#: 18566 ,, 

BEST'S RATING 
I', 

Blis!!d on our. opiµj~n of,t)\eigr(lUR',S Fi~,mcial &tp,ngth,:it is assigned a 
Be~t·s Rating of B (Fair). Th~, group's Financial Size ·category is Class 
xrv. ~~fer to th~ Preface for a complete explanation of Bes.t's Rating 
systen;i:imd pro:c~~pre. 

,, ,, ,,, , R1,TI~G UNIT MEMBERS 
Roy~I & SunAlli~~ce l}SA, lnsur,~ce Pool (AMB# 18566); 

AMB# COMPANY ' RATING 
02~38; , Roya(]pdCD)Di~ Co,ID'pany B 
02437 · Royal Ins Co of America B 
02094 , · Sea Insurance Co ofAmer- B 
02457 ' Security Ins Co ofHartford Jl 
02430 ., American and Foreign InsCo ·, 1, ' B 
02432 ' · GlobeliidemnityCi>lnpany ' 1' B 
00443 Guarahiy'Nationallnsurancli Co B 
02440 Safeguard Insuriin~e Compahy Jl 

POOLo/o 
25.00 
25.00 
10.00 
10.00 
5,00 · 

CONSOLIDATED1BALANCE SHEET 
(at Decembef31 , 2003) · 

0441°0 Vlkinglnsuranc~ Company ofWI B 
' 02454 ' Conneciicutlnd~ninityCo : B 

02455 Fire&"Casualty I~s Co of CT Jl 
fl 
p 
p 
g 

5.00 
5.00 
5.00 
4 00 
2.00 
2.00 
2,00. 1 , .. 

ADMITTED ASSETS•($000) 

12/31/03 
3,672,237 
. 120,246 

7,505 
3,004,443 
. . 34 

115,806 
31,581 
24 418 

i2/31/02 
p24,930 

129,767 
331,930 

1,041,704 
34 

202,844 
37,430 
'29,259 

6,976,270 6,997:898 ' 
432,172 1,041>,430 
37,702 75,407 

1,535,237 1,321,804 

8,98i',382 9,435,539 

LIABILITIES & SURPLUS ($000) 

12/31/03 12/31/02 
' 4,456,616 4,948,571 

842,009 1;550,723 
' 66,620 146,546 

2,126,153 1,317;740 

7,491,397. 7,963,579 

1,489,985 1,471,960 

8,981,382 9,435,539 

'03% 
40.9 

L3 . 
0.1 

33.5 
0,0 
1.3 
0.4 

__Q]_ 
77 ,7 
4 8 
0.4 

17 I' 
100 0 

'03% 
49.6 
9.4 
0,7 

-1l1 
_!M 

.....lM 
100,0 

'02% 
55.4 
i .4 
3.5 

11.0 
.o.o 
2.1 
0.4 

. 0.3 --, 
74.2 
11.0 
0.8 

_ill) 
100.0 

'02% 
52.4 
16.4 
1.6 

_!iQ 

.....!±,1 

......ill 
100.0 

024.00 Phoeni.x Assurance Co ofNY B 
1165.8 G¥aranty National Insco of CT Jl 
11038 At1iinticlndeih/1ttyCoinpany B 
11330 Atla~ticSecurityinsCo . B 
02043 Carolina American Insurance Co B 
11414 Peak Prop &Cas Ins Corp B 
02702 Royal Lloyd~ ofTem B 
Qf042 U9isu~ Insur~n.ce Conipany Jl 
03626 Viking County Mutual Ins Co Jl 

RATING RATIONALE 

Rating Rationale: Th(') ratmg applies to the 20 members of the Royal & 
SunAllianc:¢' USA Insurance ·~ool; led equally by Royal Indemnity Company 
and Royal I nsurance Company ofAmedca; and is based on the consolidated 
financial results ' bf the pool arid the' pool's separately rated Royal Surplus 
Lines Insuraiice · Company . subsidiaiy ·(RSLIC). The rating reflects the 
diminished'imp6rtance of the U.S. operations to the ultimate parent, Royal & 
Suh Alliance Insurance Group plc (RS&A);" as evidenced by the September 4, 
2003 · anhotinceinent ·regar<!fog the restructuring of the group's U.S. 
businesses. . As· part of the' restructuring; the pool has agreed to sell to 
Travelers Property Casualty group the renewal rights to Royal's standard and 
preferred personal insuran'ce, risk management· casualty and domestic 
prop~rty; middle ; market ·· commercial · lines, Marsh Advantage America 
program, farin prpgram ·and marine lines. Most of the group's remaining 
business is · also being marketed, although Royal anticipates retaining its 
non-standard auto business. · The rating also reflects the sale of the surplus 
lines business in mid-2003; which had 'dernonstrated strong improvement and 
profitability during the hard market e'nvironment of 2002. As a result oft.his 

To view a company's complete BEST'S COMPANY REPORT, 
refer to BEST'S INSURANCEREPORtS'on CD-ROM, 3523 

or go online at www.ambest_._com/bir 
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ROYAL & SUNALLIANCE USA INSURANCE POOL 

sale, the group's capitalization requirements will be substantially lessened, 
however ·the sale' also removes a solid source of earnings from the pool's 
consolidated results. 

Other negative factors include the pool's poor.operating performance since 
1999, .which has .been driven by sub par unde1writing returns and an above 
average cost structure. Underwriting losses reflect the impact of soft,market 
conditions t,hat were prevalent during most of the 1990s, significant loss 
reserve deterioration and catastrophe losses, including .the WTC disaster in 
200 I. Loss reserves have.proven deficient by· sizable margins in recent years 

which is designed to serve as Marsh & McLennan's premier~ 
providing full service property and casualty operations to clients i~1t fac1Iit , 
mid-market. Other lines sold to Travelers include RSAUSA's farni a t e 10\v/ 
programs, the latter representing coverage for international cargo c' nctlllarin 1 

hu11 and property and liability. Again, all existing policyholde'r i;.1 • ~ 
~eniain wiih R~AUSA l!~der the restruct1u·ing plan, RSAUSA Will 1 
its remammg. lmes, pnnc1pally non-standai.'d auto (personal lines). t 
. In , November 1999, RSAUSA acquired 0~10n Capital Co 

("Orion"), a specialty personal and commercial Imes .writer for$! r 
plus the assumption of approximately $460.million in outstanding d4 

acquisition of Orion effec~ively do.ubled RSAUSA's.property. and 
i Jl.lar~et presenc1 .. Th.e bus1!1ess, wntte~ by Onon primarily incluct . 

specialty operations mcludmg workers compensat10n, profession {/1 niche' 
for architects an,d engipeers and µonstandard automobile., a 1ability 

In addition to the companies participating in the domestic iusuran 
number of affiliates re insure I 0,0% of iheir direct business to vario~s ce Poot, a 
ofitheipool. As·a result of tli'ese remsurance arrangements thesetnembers 
co~pa~ies are affordefthe same finan~ial strength .rating ;s the i:1T1hn1c 
SunA!lrnnce USA Pool: For m(onnation purposes, Guaranty Noya} <& 
Insurance Company reil}sw·es JOO% of the busin.ess written by· atJon~l 

in both the ·core .and. runoff , segments, with reserves for asb~stos , and 
e~vironmental (A&E) exposures adjusted upwards by nearly $<\Op ~ilJiqn 
smce 2001. A&E reserve stnmg\henmg added roughly 9, 6 and 9 pomts to the 
pool's combined ratios · in 2001, 2002 and 2003, respectively. , J:he 2002 
strengthening was taken after an independent third-party review of the''pool's 
A&E reserves was finalized in late 2002. With the September restructuring 
announcement, additional substantial reserve strengthening was I Ul.ken · at· 
September 30, 2003 . A:M. · Besf remains · concerned · over 'the conipanies''• 
ability to sustain additional adverse loss reserve development. Additional 
reserve development, in A.M. Best's opinion, is likely given the significant 
and lengthy history of reserve deficiencies, experienc.:d bY: the U.S, entities. 
Another area of uncertainty is the potentially· negative irripact on the. U.S. 
companies' surplus if current litigation over a studc;nt Joan guarantee program 
is decided against Royal. As a result of these com;ei;ns, A.Iv!. Be~t .co~siders I 

the rating outlook as negative. " · , 

Indemnity Company 1 ( 4/30/98); ' Atlantic Security Insurance · ltlani ,c 
(4{3.0(98), C~r<>l\na AtJ!erican ll!s~~ance Company (1/1/98); Peak Prmpany 
an.~ ! .~ asualty 1 'Insurll.!)~e Co.rporatlon (I 1/~ 6/93),' .a!1d ' Unisinl InsiPetty. 
Compai;iy (1/1/98) .. Uj1t.Jlyear end·2002, Royal Indemnity Comp~ny reinra~~j 
IQO%,. of-the ~u .. sjnesi ,wr. i~e11 by,: Design, Professjonals Ipsufllnce c0~

11 c · 
00/J/Ql), ,, pBr lfo\Jertmitf Com'p'any (J'0/1/011; and i Employee Ben~any 
lnsuraji,ce CC>!)lpany ( I 0/1/0 I). Effective December 31, 2002, these last th~ts 
nam~q.irisurers .. W,ere mergeq,iwith and into Secur(ty Insurance Co~pan ce 
Hartford and, as a, result;,n<i ,longer exist as legal entities. Viking Insuoin~ 

' I . , '1 '' ':• ' ,ft,.,."-•' " ·, I 

FIVEYEAR <RA TING HISTORY.Ii(, {HJ(, i') lwrnil 
IP;;,; ';· . Rati,,g as\)( July~ 2,.~.M~i B , ' • I '. l AYO,( 

, , • 1 ' · ' Best's 11 \ q 1 )11tll 1111•'1111,Dost's l,ll ·• 
, I, ,Date,' ,R~ting , ,I, ,I' upa,ts . 1 1,1Ral,in&lfl, 

06/22/04 ' B , 11107/02 ·r ' . 
11/25/0~11 " rl'I U;illlli<lldl 08/21/02 ;J\. 

Oll~t I~? H\'' ·09/26/03 B+ u 01/16/02 A IJOO!.-W'.N.,\" :b'J 
09/04/03 A- u 10/05/01 A+ ,i,L&J :'HHIM 
06/25/03 A- , I • ,' •', Tif.H 

1.1i·111f~i KEY FINANCIA:.i: i.ND1<!:l\'.T9RS ($0·0~}'~ '1ir, ,m h,itf(~' 
,•e1i!'l ,i , , , ,1,•, 1•,t,r· 11 ,, 1110,., '"I° lil11 ! • , 1'1,'I l\1:lt 1:'l1,,i ) 
!,fliiluH , ' 1 L ~ 1 l l • 1, , ,:1 ~1!\~~ tpr_x , ~ r.:i/:*t1r • ;,~,, ,n· ,-/~• .. ,o 1 ... .; ~ 

Direct Net I Pretax ,'Jl tr , .11\•l+n !lrnP.oJiyy~ fl' 
Period Premiums. Premiums Operating Net Adm1tlcd• , holders i, 
Ending Written \~rit!e11 :,• f }~Sooie, "1t, :'f.col"! H Assets , Surplm .. , 
1999 4,09~,229 2,~08,750 ' 57,388' 347,208 9,188,783 2,5451758 
2009 4,181,054 ,1t2;9'.l6,077 -190,588 '3'/4;628w ·11 8,s12)60'111· 11~.2tl~;ii17' 
2001, 4,646,41 \ 11 3,052,878 -799,928 -526,218 9,44~rm t'lj ,l,7~J 5~, 
200~ '! 5,2411~.-06 3,J.36,189 •-567,794 -451r;iJ! 1 1 ,~l~}.t,V{J rn ,PBMM 
20 3; , 4,044,022 ~15,1s1 -588,661 -293,)!L,~l~ ,~,~w.1 .,} ,45~)I; 

&1 I - - Profitability- - - --Leverage---~ · i ~ IJ[qnldlty·
1
' 1 I 

,rt,• ; Inv. Pretax NA I, ,11.,1i'1o;~'; 0voralt• O~~Hil 
Period Comb. Yield " ROR Inv NPVl'tq , I , Net •·I Ji.; J !,iq,11·,~ Cash,•. \1 
Ending Ratio ,, (%) (%) Lev PHS " , ev..1{i'r ,('(•);,I I llow.(.l'o) 1 
1999 · 115.5. 6.2 2.0 74.2 ., 1.1, 1 1111 I .7., •. I) ?.,~:·,,, 94./i.' 1 

2000 122.4 5,7 -6.5 74:4 1.,3,.1', 1 M,, I P7-9 &9,.l' 
2001 138.9 . 5 .. 3 -27.4 74.7 l'l l,7 " 5,.9 ,11 12,\7,1Ai 93(f,' ' 
2002 . 128.1 4.9 -19.3 42.8 2.3 " 1, 7.9 ,11J 11,1 t9.J , , 92.:~,r, 
2003 168. l 3.5 -37.2 I I.I 0,6 , ,, , 1S . .4 111 ,)-20.:/ , I S J:8,\, 
5Yr· 130.9 5.2 -15.8 ... .. ! • 1 , . . I •/I!. ,,, .•,:11 

: I r •-, r1• , , 1
1 

1 • ~ , 1 11 11 
(•) Data reflected within all tables of this report has bcco eomp1 ocl through the /1,.M , Be.~t 

Consolidation of statutory filings. Within several financial.' t b!cs "{ this 'i'eJ;o,il tilis grnup,'is' 
con;tpared against'the Conunercial Casualty <;;omposite. 0 •I ' "' "·1 1,; "'M I 

l 1 1 1:1 1 , 11 •1 1 1 •I , 1 ~ 1r,'I 

BUSINESS REVIEW , ,• I I 1 

The RSA USA Pool consists of 13 active insurance,companies that provid~ 
commercial property , and casualty, personal and speciahy' . ~overagesJ 
tlu·oughout the country. In addition, there are 1 'ii1.surance' corripa1iies that' 
reinsure their business with,member .qo,rppanje~ .. qf the RSAUSA Pool. The 
RSAUSA Pool represents the U.S,-based operations ("RSAUSA") of the 
British international. insllrance groul?, ~oy~I.& Sun.Alli!(pce.J.i,isura~pe Group 
pJc.("RSA") ony of th.e largest multJ-~me 111s11rers 111 the Umted ~ngdom,as 
well as one of the top .ten insurers in th~ :-yorld. Prop<;rty and .Ci/~ualty produc~ 
are offered on a nationwide basis through a network of 111qre than 2,000 agents 
and brokers, and through memberships in underwrWpg1~yl}dicj\tes,, . , I 

Ip. 2002; RSA implemented a restructuring plal} de,signe<,I to, strengthen its 
capitfll .base and position the company for long~terrri prof*bility a11d gro:,.yth, 
both globally and in the U.$,. Th(;: plan was fui:th,er,efined. dµriiig 2003 to 
include the sale qfmost-ofthe U.S. ,9perations' businesses .. Effective July.!, 
2003, the RSAUSA's surpJus lines b11~iness, including relatec/, tnfrastructure 
(Royal Specialty Underwriting Inc.), was sold on a new.and re1iewal ,ba~is to 
Alleghany Insur,mce Holdings LLC (a subsidiary. of AIJeghapy .c;9rpqr~ti0I)).1 Exi.sting policy liabilities remain wit!) R.SAUSA. In early, Sep,tember 2,00\ 
the group announced the sale to Travelers Property Casualty of the renew.111 
rights to RSAUSA's• standard and p1:eferred personl)l in~u,ranc:e,. Risk 
Management casualty and domestic business; middle. market commercial 
lines segments, including .the group's Marsh Adva11tage America program 

3524 - Best's Ratings & Reports.as o/07/22/04-

G?n;ipaey. of·Wisconsin ,reinsures 1.00% of.the personal business. writtc;i 'rJy' 
Vikmg•County•Mutual Insurance Co.mpany (5/.15/9~). Safeguard Jnsurniic~ . 
Cqmpany reinsurfs.100%,0,fl.the busmess ;wnttenby Royal Lloyd'.s of1~~a , ' 
(111/02). In. a~dition? Guru:anty Natiqnal lns~ance Company reinBures·90Y; ' 
ofi :the busmess , wntten. ,by •Guaranty Nat1ona!,·,Insurance .Company o(, 
G9ni;\ef,kuq.;,anfirnark ~ ~dean Insw.a~ce CO\Ill{iJllY was sqlq ~s A ~.h~II~~ 
Alleg/jtiriy Insurance H?ldings LL<;;, in July 2003.. ' It had previouslx'. bc~n 
I OOo/J r~insured by Guaranty National '1.risuranc'e Company (12/31 /92).' ' ' , 

I 
1
2003 BUSINESS PRODUCTION ~N~·;~~FITABILITY ($0~0) ' 
P {<!ti•! lH :;) r' lil : ,I} ' 1 ' l , , ,1)1 l i ,11 . ~, •I • , ' \I •', I 

%of Pure I.Oil 
, •1 ,1,,,1 <" - Prcmliims Written- ' Total Loss & LAE 

Product line · J Direct r Net 1111 NPW Ratio Rf!. 
Priv Pass Auto ,tiab ... ,.. ~ . 454,760 435,675 , ' 49.7 62.7 ) 24?,llt. 
Clom'l'MbltiPliHl

1 
....... .l;u,,

1
" • 606/60 "' 279,624 ' j1.9 gs.o ' 62Wl 

Au(~ Physic;ji•,'/;L ........ .'11 • 258',385 1 232 212 " 26 5 49.7 ;,, 3,0J'f, 
I! 1 b' J,,>,' ' ' ', 17,QJ68 163:159 18:6 65.4 I I :!)1019, 
C·o '~

1
1NAnerst ''t" ,.b .•. ::';/.'(l! 197,'0.59 l45,019 16 6 551 · lbJ,fj.( 

01\l!U . U Or-j~I ": •·r11 I JJ0,)84 • 56,660 6.5 45:J ' 16J,U,j Allf~ 1,jn~ " i,''iili .. 1 .. . ,, . ,. . 11 5011)· 
OceanMarme ....... . :.: .. :. 66;793 '. '46,418 5 3 55 ,6 -'9'! , 
lnl~tid1Marlne'A .... L,~~ 124,335 39,546 4.5 42.5 I', 21• 
Fire .......... , .. .... .... - .. ~· 285,120 20,678 2:4 5l.5 j~:·m. 
0th Liab Cl-Made.. .. .... 263,769 -33,835 -3.9 554.0 J 1i£s1} . 
Workers'Comp ....... ..... ' ~,, ·696,6761 l 1 1!158,877 ·-18.l• 583.2 1

768,16/, 
OthLiabOccur .~..... ... . 382,810.. · -165,582 1 -18,9 -99.9 

2432)6' 
l Prod Liab Occur.......... . 86, !03 -226,607 ,25.9 55.: ~/. 

I
. All other. ...... ~ .. ~.,.... .. , 1,.141,101 1 ~ 1 1 1 .J.Q _!!L 

4 
iiMII , 

}'qtals ._ .... ,,, .. .,,,_,. I , 4,044,022 875 ,757 100.0 96·9 ' r'fornil/ 

' Mji)or 2Q03 Direct . Premi.um ' Writings by Stat! ($mr1fgr&.s1$), 
$6

1
28,003 (15.5%); Nt;.Vf York, $3<)~1310 (9.9%); Florida, o/;); 48 ' a\hd 

I 
Texas, $238;473 (5.9%); , North" Carolina, $170,773 ~4·2 reMte1\httI. 
jut.i'sdictio11s;'$;2,274,lo5 (56.2%); Canada, $27,383 (0.7%), Agg ,, .. I 
$4,J95 (0.1%). I 

I I ' ' 

1 , CAPIT4LIZATION · \ ucfol'til 
1 I • . ·stentl~· , 1'1)1"11 

Capital Generation: Prior to 1999, RSAUSA had cons• auce, 1 

strong capital growth; throµgh superior operating perfor~ri equit 
results dete1iorated in subsequent years with the downturn surpl 
soft market conditions and weakening loss reserve postj'f tn1ioll , 
by more than $ 1.0 billio11 in 1999 as a result of a $ l. sed to. 
Royal Group; Inc .. That extraordinary dividend was d1 decJin1n P':ri1 J 
acquisition of Orion. Worsening operatmg results anh ·oughZOO 11 ,,1 
markets further served to reduce· surplus during the 2000 i; l)J( parc;,5(!1£~ 1 
despite a number of sizable capital contributions from t eductJOll O > 
result, surplus has declined by 60% since 1998: The rent Josses 
dw'ing 2002 was due to ongoing operatmg and mv~stm ns fro,'11 
only partially offset by $250 million in capital contnbut~~ mJll!Oll ,( 
Consolidated sw-plus grew just 5% in 2003 due to ~3 s reservt /,~s;'i~ 
contributions from the UK parent. With continued 05 Al!tf, ~ (irJ!l .' 
particularly in regard to RSAUSA's exposw-es to ong~J~~arnlflll

5
j11csS·' · 

Best anticipates that RSAUSA will continue to su ~nes oflJtl ; 
inadequately reserved accident years on discontinued h ~ 

,tJ,\lt , ' 
R1y;Cf>S . ' 

2004 BEST'S INSURANCE REPORTS-PROPE '. 
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BILITY ($000) 

Pure LOIS 
Loss &LAB 
Ratio Rf!. 

62.7 249,lll 
35.0 62l,8J) 
49.7 :3,qif 
65 4 31101Y 

. 26J,I)~ 
55.7 16),ltl 
45.I SO,ll l 
55·

6 21,96!' 
42.5 I~ 

5;~·.~ S1~~! 
583.2 l,{fj+J 
-99.9 2,11)14 
55.4 2q~,t!'! 

_ill1 -,,, 
96.9 4,4lt, 

($000): ct/~~~ 
la $301,78 48 othd 
, '(4.2%); t~ ,,W'• 
Vo); Aggregn 

~GENERATION ANALYSIS ($000) 

Source of Surplus Growth 
Pretax Total Net Other, Change PHS 

Operating Inv. Contrib. Net of in Growth 
f'1riod Income Gains Capit~l Tax PHS (%) 
faJill& ~7,388 -5,517 . -1 ,120,015 29,712 -1,038,431 -29.0 
1j99 -190,5~8 -67,839 41,647 -32,541 -249,321 -9.8 
JOtKl -799,928 -1,89,244 296,166 179,225 -513,781 -22.4 
)001 -567,794 ,-125,687 250,000 50,258 -393,223 -22.1 

- //(!2 -588,661 245,043 324,000 86,40! 66,782 4.8 
J())l -2,089,583 -143,244 -208,202 313,056 -2,127,974 
s,Yr 

II capitalization: The U.S. operations have historically benefited from 
Ol'era cial support and commitment of the group's U.K. parent. However, 
the finan a strategic review during 2003, the parent announced ( on September 
rono;~~ major shift in the strategic direction of the worldwide operations of 
!. 20

1 
& Sun Alliance Group pie. As a result of this review, the U.S. operations 

Roya d rgoing a major restructuring with the majority ofRSAUSA's ongoing 
.,r~ un ~es being sold to Travelers Property Casualty. Most of the U.S. group's 
t,usin_e\g lines ( excluding non-standard auto) have been reclassified as 
remam:inued operations. The parent company also announced a significant 
disco;e strengthening, a sizable portion of which related to the U.S. 
~c;ations, as well ~s the co.mrµi.tmeqt to maintafn minimum.~AIC risk based 
~~\al (RBC) reqmrements for its U.S. compames. Recogmz!ng the reduced 
1
' ~imitment from the U.K. parent, A.M. Best no longer considers RSAUSA 

-~~ategic to the parent and views RSAUSA's capitalization marginal relative 
:oils currentra!ing level. With c01,1solidated surplus down by 60% sine~ 1998, 
uiidcrwriting, mvestm~nt,. a,n?. ,en;isfr~nce Je\;'erage,m~asures ~ave nsen to 
ltvels higher than RSAUSAs commercial casualty peers. In addition, the US 
group faces . a number of contingent exposures,. of which a stuc!ent Joan 
program represen_ ts the .mos.~ s_ ignifican_ t- threat to the .group's capital.ization. 
This program is currently being litigated by .RSAUSA and is not expected to 
be concluded before year-end 2004: 

QUALITY OF SURPLUS ($000) 

%of PUS -Dividend Requirements-

l'lrioo 
Year- Cap. Stock/ Stock-· Div.To Div.To 
End Contrib. Unassigned · holder POT Net Inc. 

lading PHS Cap. Other Surplus Divs (%) (%) 
19'!9 2,545,758 68.8 0.0 31.2 -915,015 999.9 263.5 
1iOO 2,296,437 88.5 00 11.5 -25,740 -13.5 6.9 ~. 1,782,655 120.0 -20.0 ~· 1,389,433 170.7 1.6 -72.3 

1,456,215 184.9 30.5 -99.9 

Un~crw 'f 
lttont 2 mg L~verage: RSAUSA's underwriting leverage has grown in 
While th ar~ and 1s higher than that of its large commercial casualty peers. 
•-,le of t~!izab!e <!rop-off in net premiums written during the year is due to the 
irou

11 
sti ll ma1onty of RSAUSA's businesses to Travelers and others, the 

r'llds ·heiieta~s very large net liabilities, principally for loss reserves and 
1~ovcrab]e un er ceded reinsurance contracts. Unaffiliated reinsurance 
fl!· css di~te due fro~ a ver)'. large number of reinsurers, s.ome of which 
flltc111ial dis lllshed. credit quality. Furthennore, the group 1s exposed to 
~lhc Wori/rte~ ansmg from collection of sizable reinsurance losses related 
ltla1iei insu ra e Center attack as well as actual disputes regarding certain 

exc ranee contracts. Somewhat mitigating these concerns is the 
l<.paess ofloss reinsurance contract put into place at the end of2003 

. . A.s rent to protect most ofRSAUSA's loss reserves as of September 
~1ntcct With a result, approximately $1.2 billion in recoverables were 

• 1ft1 held acco the parent due to this contract, which is funded by a sizable 
,. ccoun~nt on RSAUSA's balance sheet. This retroactive reinsurance 
1 s. A.s ed for as prospective reinsurance on the group's statutory 

a result, Schedule P reserves have been reduced by $1.2 

LEVERAGE ANALYSIS 
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ROY AL & SUN ALLIANCE USA INSURANCE POOL 

PREMIUM COMPOSITION & GROWTH ANALYSIS 
Period -DPW- ---GPW-- - NPW- - NPE-·-
Ending ($000) (%Chg) ($000) (%Chg) ($000) (%Chg) ($000) (%Chg) 
1999 4,092,229 7.7 4,230,539 6.4 2,908,750 -3.8 2,865,009 -3.6 
2000 4,183,054 2.2 4,362,819 3.1 2,936,077 0.9 2,923,519 2.0 
2001 4,646,413 11.1 4,725,654 8 .. 3 3,052,878 4.0 2,914,334 -0.3 
2002 5,24 1,406 12.8 5,287,163 11.9 3,136,189 2.7 2,947,834 l.l 
2003 4,044,022 -22.8 4,095,784 -22.5 875 ,757 -72.1 1,584,471 -46.2 

5-YrCAGR 1.3 0.6 -22.0 -IL8 
5-YrChg 6.4 3.0 -71.0 -46.7 

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 am·ong 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 mai:ket 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 surviviil ratio 
methodologies. Nevertheless RSAUSA's three-year survival ratio continues to 
compare unfavorably ·. with A.M. Best's undiscounted ultimate industry 
expected survival ratio of20 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 
$188 million and again in 2003 at iln additional cost of$!43 million. While 
Best views this strengthening positively, A.M, Best's own analysis of 
RSAUSA's published A&E reserve data indicates that RSAUSA's 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.(%) PUS(%) NPE(%) @!2/03 Develop. (%) 
1998 4,736,328 4,895,783 3.4 4.4 165.1 1,000,647 20.4 
1999 4,640,010 5,286,103 13 .9 25.4 184.6 1,261,423 23.9 
2000 4,392,556 5,324,359 21.2 40.6 182.0 1,535,215 28.8 
2001 4,680,425 5,217,866 11.5 30.1 179.0 2,161,246 41.4 
2002 4,863,3 14 4,464,662 -8.2 -28 .7 151.5 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 lion Mix . Ratio Impact Impact Ratio Impact Impact 

Year ($000) (%) (%) (3)T) (1 yr) (3 yr) (3)T) (1 yr) (3 yr) 
1999 423,904 88.7 0.5 1.0 
2000 335,500 86.9 0.2 0.5 
2001 517,026 86.9 6.7 9.0 3.3 6.2 1.4 1.0 
2002 648,022 76.2 8 . .3 6.4 5.2 8.7 2.4 1.5 
2003 748,422 70.9 81.1 12.4 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 lin1it 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$ I :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 
ofRSAUSA'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, 3525 

or go online at www.ambest.'<:cim/bir 
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and in conjunction with a rnughly 40o/.i 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 recoverabies-to,surplus, RSAUSA remains exposed to potential. 
reinsurance disputes, especially as regards its WTC losses as well as actual 
disputes regarding· the reinsurance of ce1tain, financial insurance contracts. 

Pe(iod 
Ending 
1999 
2000 
2001 
2002 
2003 

'" 
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Total (%) PHS (%)' 
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PHS (%) (%) PHS (%) PHS (%) 
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the: mergeh ifRoyal1Insurance Group pie ana SuriAlha:nce Group pie. Tl\e 
history involvesltlie )listories of many companies/ including Sun (founded in 
11,10), Alliance (founded·in1182J:i) and Royal (founded in 1845). . 

'ffhe Royall.& SuhAIUaiice, Instiraqce' Group's history can be traced back to 
the fqrm~tioii' of ~uti !US}jf,~~ce Office Gii:n,ited in:) 710, ;London t,.s.surance in 
1720; Alliance Assurance Cofl}pany, Ltd in I I 82.4 , and , Royal . Irisura~cd 
Company ,Ltd.,Liverpool,Engl;irtd, in 1845,,Irt 1891, ~~ya! n,i,~rgt:~ ~ith ,t!J.~1 

Queen Insurance Company· of-l-,1verpool, England, and \hereby .. ac,qmred \he 
Royal Insurance. Company of America (known at that ,time, under a previous 
charter, as the Queen lnsuranc,e Corrip'.any of America). Througli another 
British merger, riamely the 1908 acquisition of the British and Foreign Marine 
Insµrance Company: of.England by,, Royal , of Liv,erpool; the· American . and 
Foreign Insurance Company;(then:k.nown as the ,American and RornignMarine 
Insurance. Company1 under a previous charter) joined the Royal , Insurance 
Group. The Lond9n base.d,parent,formed the Royal Indemnity,CoriJ.pany. in 
1911,., acquired the direct , ~tock ownership of · the deml1tu;1lized Newark 
Insurance Company,in ;1917,.and indirectly:acquired ownership. of.the. Globe 
Indemnity Company ,in 191,9, upon the acquisition , of the· Liverpool and 
London and Globe -Insurance Company, Ltd·. The-latter. was also fanned In 
Liverpool; England in 1&36. . ·. · . · , , 

More rece.nt changes to the group i11clude 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 acqµisition of the Milbank Insurance Company, 
which ,was sold to State Automobile Mutual Insur/Ulce Company, Columbus, 
Ohio on July l , 1993 for$50 million in cash; the 1982formation of the Royal 
Surplus Lines Insurance Company; the 1983 acquisition of American Royal 
Reinsuram;e Company (formerly American Overseas Reinsurance Company); 
which .was sold to QBE Insurance Group,, Inc.,, a publicly traded Austn1lian. 
general.insurance and reinsurance company. on November 24, 1993; the 1984 
acquisition of the Silxey Corporation and its subsidiaries,Tri,State Insurance 
Company, Farmers and, Merchants Insurance Company, and Midwestern 

I • II I 
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Insurance Company, which were sold-as a group in 199~ 
formation of the Royal Special Risks Insurance Company which wa the 198s 
"shell" in 2000. The demutualization and acquisition of the Roya) M as 
Life Insurance Company (formerly Maccabees Life Insurance Coin a 
its subsidiary were completed in early 1989. Royal Maccabees Life 1 an~ 
Company was sold to Swiss Re in 1999. On December 30, 199 nsuranec 
Insurance Company was sold to Eagle Insurance Company. In J 999 ~hNe1va1ki 
acquired Orion Capital-Corporation, a· specialty personal and c~ egro11p 
line~ writer, for $ l._36 billion plus th_e_ assumption of approxima~nteroial 
m11Jwn m outsta1:dmg deb_t. In add1t10n, a former 100% reinsue Y S460 
member, Connecticut· Specialty Insurance Company, was sold as. ted ~Obi 
AXIS Specialty US Holdings, Inc. bh October J, -2002. · a shell to 

MANAGEMENT 
/I 

Ownership of the RSAUSA Pool is held by th.e Royal Grou 1 , 1 

Dela)Var~ holding company, which is directly owned by Royal & Su~Wc·,la I USA,,lnc. and ultimately owned by Royal.& Sun Alliancy ,Insurance 0ance 
I pie; London, England . ... ,, 1 1, , , , ;, 1 ro\l!I, 

' • ppdr~tipns cl,nr~ ~qmp1,1~!e~, t~at'c?11:P.~i~e .ilii( ~~111s~ P8o1 '~ave' I,, 
1
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uncler the c!Jr cbon of John 11glie, president and c)l1ef xecutive \Jm&r 1.~'): 
Ociob

1t,r.' \, 2003 >Pr yi.Qu~ly, Mr __ .'Tighe sel:v~ci i~ yJriou~ c~pa'cities W:itlit .~~ 
company . . Most receptly; he Wl\S tlie C!liefRisk Offic~r; P,fip'r to tha 1/\ 1,' 
President' ~(the ccim:P' any's ri'sk 111anhiem;ht i!lboal 'ctiVision. · 1 • 1 , \~I\ 
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\' I·' It· 1 " 1 .1,IJ 'I J 11 I l \ '.·l •1~t ., J 
•H T~r ).a'.r~est qet I art_1ount . i~-~~f~cl in~ any 01:e r!sl<,•; e~cludl_ng \~r~~r,} 
cd11;1'pen~atton; was:$ l_6}_1_1lJ•!h~n:tR~A:c,JS~·,mamt:iif)~ treaty,~ems1iran£~ Of\ 
\lh1 exce_ss of losslJias1s•for property; casualty and ocean lliarme1'exptj~res1 

( Property 'catasfrophe reinsurance is, in pl' ce' V(ith aHrriit •of1$280111ni\lion• 

I ~~~~ss of $20 million with the $280 million 90% 'reinsured:,Prope~ty pc/ tisk~ 
coverage 'is ' suojcbct to/~t!i!Jljt, (lf ,$. 1 Q9.'~ill,i~u·pv~r ,~.:~?, millibn net"reteJitiotli( 

I Cas~a)~ busi1,1ess is . n:msurFd up . tq a 1~1~ o( ,$5~ millio.n. excess, ~f:a, ncl 
1 

retention · of $5 m!lhon. Separate wor:Rers' compensat10n catastropht 1 

reinsw:,mc\I,!,s ,purcjlased with a limit of $95 mi_!Ji,qn, excess of $5 mjllion. Art ~.1 aggr,(?gateu!errqrism \r~aty1 has been ·purchaseQ1 V'!itl).in RSAU~{\s .fci1~
1
roJ,:., 

r(ltention excess of a $40 millioJl aggregate retention. ·, Jl• 
I ' ( I I \ . 11 I /I '.. ' d~d Al J '1111 

1 ' ,.,. ,r, - 1~ I I ,f) • ~j ,1 ' \•·: i \~. 

CONSOLIDA ~D BALANCE SHEET''·~·~ '
1 111. I t Ith 1 1,,' • 

(at DeceinberJl , 2003) ,,-
' 1,1 ... ,• I I 

ADMITTED ASSEJ1S ($000) 1 

1• ' I ill • 11 ~. I 1 It d 
1111 l .11111 11 

• I I· 

l,i. .~. ... 11 ,_,, I ' l2/3f/03 
Bonds ,.ll/ ... J ... ~J ... .... !,u.,~ .... , ....... .. , , • .J,565,225· 
Pfcferred stock .! ... , ..... : ...... ,.In , ... \ .. , , , , , 120,246 
Comfnon stock~ ............. .... ~.--· :fou• ., 1 ·.1 I 41 17.,50~, I I 
Gash&short-lerminvest., .. _,, .. . : ... -• ... I I 21981,2 14 •, • 
Real estate; iavestrnent .. n ... ; .... '.:i .. u-•· 34 
Otliernon-affilinv asset .. ~ ... ............. 11 , 110,730 , 
Investments in affiliates ....... : .. ,.,,.,,,.... 82;580 
Real estate, offices .......................... _, ~ 

Tola! invbi ted assets .......... ... -w .. ,,.. 6,886;172 
Premiiim balanles : ..... ....... .. .... .. ... -w 432,175 
Ae<!riied interest n, ...... _.: __ ,............... 37,055 
l\.llotherassets., ......... ........ ........ ....... ~ 

Total assets., .................. , .... n ... - .... 8,888,617 

I' I ,,, 
, 12/31/02 

5,098,638 

LIABILITIES & SURPLUS ($000) 

Loss & LAE reserves .. ,.,-.................. . 
Unearned premiums ......... , .... ........ .... . 
Conditional reserve funds ........ - .. ...... . 
AH other liabililies ... ~ .... ......... , •. _ .... . 

Total liabilities .......... .,, ...... _ ., ... .. 

Total policyholders' surplus-,w, ...... . 

Total liabilities & surplus •. ,.,. .... ·-·· 

12/31/03 
4,456,616 

842,009 
66,620 

2,067,157 
7,432,402 

1,456,215 
8,888,617 

12/31/02 
4 948,571 
1:5so,723 

!46,546 

~ 
~ 
~ 

9,334,977 

,c;.svtf. 
2004 BEST'S INSURANCE REPORTSc-PROPEJl'fY ' · 

s ... 

I) d nvriting i11cmr 
~111'" \,nenl income .. 
~1\ln1~ come/expense. 
011itr in 

1•r1-1ax opcr income. 
Re,ilized capital gains .. . 

,,xesincurrcd .. . 
Jr,ome 

Net income ...... .. ,.-

,, .. ,, 



_,,,.,--
of'ISOLIDJ\T~D SUMMARY OF 20.03 OPERATIONS ($000) 

, C · Funds Provided from 
'· 12/31/03 , Oper.~(ioµs 

..... ~, ..... , 

.. er income .. ... ,.~ . ..:. ... 
pre-tax opt I gains .. - -~· ... ... 

, . jzedcapl a 
R1'11 incurred.. ........ "" 
]i\((ln1etaxes 

Netincome .... ..... .. .. .. , ..... 1 .. , 

1,584,471 Premiuiliscolle.ctcd ... .. ..... , ... .. 
1;535,846 Benefit & loss related pmts ... .. 
'449,370 Ne\ transfe,s to.accounts._.;_, 
357,455 Undrw expense paid ... .. ~ ... "" 

9,459 Other income/expense .... ..... . . 
--"1~4=52~7 • Div topo!icyholders ," .... , ... , . 

,782;186 . • 
239,899 
-46 375 

-588,66_1 
264,811 
-30 274 

-293:576 

-• 
., 

Undnica'sh flow ••. , ...... ... ,, ..... . 
lnvestinont income ............ ,, ... 
Other income/expense ......... .. 

Pre-tax cash operations ...... .. 
I 

Income t_axes pd (recov) ......... ,-

Net oper cash flow ,., ... ....... . 

t '' --
•'1 JII I I I ,v,c '·1 : '" •, 

Royal & Sun Alliance Insur~nce Group pie 
, ROYALINDEMNITYCOMPANY , 

. i., w·1:..· '' •·'"''DE ,,,, ,;, ''""·,' 
' r 1nr lm1mg~'l!!l:, "tr•,~· ' .I', 

12/31/03, 
1,331,980, 
2,159,943 

940,677 

14 5i7 

-l,783il69 
300,853. 
-46 375 

-1,528,690 

-28,381 

-1,500,309 

•1JI 
~ 9300 Arrowpoinl Bouleva~d,. Cbar)ottc,.!'lC..28273, 81 S 
/,, . Web: ~vivw.royalsunallrn.oc_e.com . , ,'.1 _1~ , 

'!ti: ;104-522-2000 l I r I ,1·;.i;, , 1 , .1,, , i·11x: •71!4-522-3200,_ 
( 16#: 02438 ,, , 1/,f p 11 •tfJ, , I N1J~#: 2467,8 , 
Ffi!,'#1 13-5358230 , , V 1.H£,l>r (: tf.(),i.ll;, ,\~~.~,g ,it' , 

I ~-.., '1 , 

BES:Jl;S RATING-., ,1,i1,. ,.,itJ ,'l 

ROYAL INDEMNITY COMPANY 

BUSINESS REVIEW 
For a detailed discussion of business review; refer to thereport of Royal & 

SunAlliance USA Insurance Pool. 

Affiliations: American lnsuraiice Association, Insurance Institute for 
Property Loss Reduction, Insurance Servic.es Office, National Council on 
Compensation Insurance. 

2003 BUSINESS PRODUCTION AND PROFITABILITY ($000) 

%of Pure Loss 
- Prerufoms Written- Total Loss &LAE 

Product Line Direct Ne/ NPW Ratio Res. 
Pnv Pass Auto Liab .. - .. 26,609 108,919 53 .6 62.7 62,307 
Com'! MultiPeriL. •. _ .. .. 176,565 67;524 33.3 34.8 151,720: 
Auto Physical ........ ... , , 29,497 , 57,929 28,5 .49.8 751 
Homeowners •....•. ~ ... .. 65, 173 40)90 20_1 65.4 7,755 
Comm'! Auto Liab .... , .. , 5~,6~3 36,2_33 17 8 55.8 65,574 
Ocean Marine. ""'""'~·-· 46 11,585 5.7 52.0 12,497 
Allie~ Lines .. ............... 117,613 9,825 4.8 47.6 37,798 
Inland Marine ..... -... , ••. , 42,765 8,963 4.4 46.6 4,860 
Aircraft .. , .......... , .• , .. .. . , 54,208 342 0.2 -86.1 8, 198 
Fire ....... , ........... -........ 104,570 -961 -0.5 100.2 -151 
0th Liab Cl-Made ........ 63,4 16 -8,891 .4.4 63 1.0 134,986 
Wor~ers' Comp ...... ,- ... 120,927 -39,719 -19.6 594.1 288,203 
0th Liab Occur .. ~ ... . ,,,. 32,291 -41,957 -20.7 -74.2 148,507 
All bther .... T .. '. .. .. .. .. .. ~ ~ -23.4 _ill_ 106;&26 

Totals .. .. ""-···~-- .. - · 909,026 203,025 100.0 101.8 1,029,~32 

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%); Illinois, $44,891 (4.9%); 47· otlier ji.ii-isdicti9iis, 
$537,471 (59.1%); Canada, $-18 (0.0%); Aggregate Alien; $3,313 (0.4%). 

CAPITALIZATION 
1 ~or a detailed discussion of capitallzation; refer to ·the report .of Royal.& 

SuliAllian~e. U~A Irtsuran:ce Pool. '· · 

' ''CAPITAL GENERATION ANALYSIS ($000) 
. ; ·. Source o(Surplus <:Jrowtn . : . 

l 

ll;ued on our opinion of -~he consolidateduFinancialttStrength of the ' 
members of Royal &1SunAllilince .. USi\: :lns\irailce Pool; wliich1 opel'ate• 
under a business pooling ai!Hihgementj each pool member Wa'ssignetH1l 
Best's Rating of B (Fair). The ,company:is assigned~the Financial Sizet 
C?tcgory of Class XIV, whiclt' is the 'Fin'ancial1Size Cafegory iifithe pool: 
Refer to the Preface for a complete ~:iplanatldn· of Best's Rating systc'ui' 

Peritd 
, Ending 
i 1999 · 
I 2000 ~~fjirocedure. ,, , I ' (J: , ' ~ ; ' · ' 

.. Pretax , 
Operating 

Income ' 
56,282 

-642 

Total Net 
Inv. ''' Confrib. 

· Gains Capital 
8,991 'i35,299 

15,052 -190,000 

Other, Change PHS 
Net of in Growth 
Tax PHS · (%) · 
-1 5,577 284;994 97.8 
-39,163 -214;753 -37:3 

· \l•J I ' 

RAUNG RATIONALE 1, 
,. ~or a.d~t~il~d discu.ssion oftlie rqtih rntiQJ,Jale refer to lite report of Royal 
''.~lll\i\lhance. l.JSA'Jrl'su'ran' ' ''Poof , ',' "'' 'it,,,, 1

" ' L,· '• ' I' 
, • · ' 1 • -G:~f · !1,p h' -.11101 11 1, II"' l",lJ ' I 

1 
r; 11 '•1o-11,i. .. ') 1'~ 1• I / lj II t ',; 

FIVE YEAR. RATING HIS'l'ORY 
Rating , s of J,,ul;r.,2:~;2,Q04:, .B p 

I Be.l's : n s,m, ;ti 1, 1 Best's , ,. ,,. ·. 
Dalo Rating l}ate l ,Rating{ 

, 06/22/04 B ~ 11 /07/02 A -p -
i 112~103 B \>' r, 1 ' ' osml/'i2 ' \ A:- g 

1 , 09/2611))' 'If+ ]lll I 'l,11 Ol/i6{021 'A g ' 
09/04/03 p· A- pu '" .1•' 10/05/01 A'+g, 
06/25/Q; • I A; r W ' 

1 

;~ I 8?/~3/00 •' ~ + p 

fl I ' 

~y f~AN,qAL ~01911;?~~-($000) 
~I)· S1atutoryData•------ ---

1rcct 
Premiums Net Preta.x · 
Writteu Pre~mms -Operatmg• 

692 4 
Wntten Income 

775'4:~ 269,904 ,, ' ,;56,282 
923'. · 282,209 , . ' ' ,' -642 

l,1Ji1ii~ 551,399 ' ,: (3 1,652 

90?'oi
6 

709,909 -144,536 
I 203,025 . J~0,586 

Net 
Income , 
-.. 90,752 

35,975 
·-144,043 
-126,536 
.95;020 

Total 
Admitted 

Assets 
1,327,9.09 
1,139,346 , 
2,363,823 
2,456,034 
2,749,071 

Policy­
holders' 
Surplus ·. 

576,277 
361 ;524, 

, 51~;290 
547,928 
732;450 

..._____p ' 
rofitability-. - --Levcrag- --Liquidity--

Comb • Inv. Pretax NA O JI 0 
l{,t·,

0
• t Yield ROR vera per. , Inv NPW to Net Liq. Cash- . 

106,I (%) (%) Lev PHS Lev. (%) tlow (%) 
l,1 4,9 ?,5 22.4 21.9 0.5 1.7 181.3 106.3 
138,2 3.8 -0.2 109.0 0,8 2.8 158.6 93.1 
133,9 3.3 -35.6 23.2 I.I 4.4 138.4 -99.9 
I I 8, 5.3 -21.4 13.0 U 4.5 138.4 83.9 

1\r,;. ll3_1<\ 3.3 -40.2 7,5 0,3 3,0 139.4 58 I 
'l,;;~1 tee' 4,5 18 7 ·~ ,..,, \t ''Oc1e,1 - . ~. •2.. ._.. • -~ 
• ll, •teillo "\\<ith '<.:"' n1. \V,it al) tables ofthls report has been comp1led from the company-filed 11llletcia) Cui several financial tables of tins report, this company is compared 

\ asualty Composite 

''t~ , , 'l'is lN ' 
\ 

8
0.IU.NCE REPORTS~PROPERTY/CASUALTY 

20.01 
2Q02 
2003 

5-'vr · 
: 1,-.;. 

-13 1,652 · 
-144,536 
-140,586 '• 

-361,135 

-67,049 ' 476,144 
-54,577 190,000 
51,976 205,000 

-45,607 916,443 

·' 

-124,677 152,765 42.3 
42,752 33,/i39 6.5 
68,131 ', , 184,521 33.7 

-68,534 441,166 

, .,.,, ,. , , . HIS'J'.ORY . . ., . , 
The. company was lncorporated on December 3, 1979 under the laws of 

Delaware under theJe,mpwary titl.e of.Royal .Indemnity Company ( a Delaware 
corporation) to act as the vehicle for the transfer of the corporate domicile of 
the Royal Indemnify Company froin New. York, New York, to Wilmington, 
!?elafo,are, effective March 31, 1980. :rhi. . predecessor' company ' was 
incorporated September 30, 1910 under the laws of New York. It commenced 
business Februaty_ 15, 191 I llilder the sp011sorship of the Royal Irisurimce pie, 
Lon9on, ( currently known as Royal & Sun Alliance Insurance Group· pk): 

In 1949, all the outstanding capital stock of its compariion 'cairier, Eagle 
Indemnity Company of ~ew Y9rk, was contributed to this company by the 
patent orgartiiation, Royal · Ins'u'rance pie, London; England. The two 
companies were merged on June 30, 1950. ·In July 1996, the company's 
ultimate parent, RoyaHnsurance Holdings pie, merged with Sun Alliance 
Group pie ofLondoil, Englandto form Royal & Sun Alliance Insurance Group 
pie. 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 pie, 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 & SuliAlliance. The U. S. 
companies are under common management with similar officers. 

Officers: President and chief. executive .officer, John Tighe; . senior vic.e 
president and _chief operating officer, Dennis W Cahill; senior vice president 
and chieffinancial offic'<r, Joseph F. 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), 
Aridre Lefebvre (financial risk officer), Joseph J. Mistretta :(chief claims 
officer), James G. Williams III ( chiefinformation 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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Limpert; vice presidents, Catherine A.· Carlino (finance officer), David K. 
Graham ( cpief reinsurance officer); secretary, Linda Y. Pettigrew; treasurer, 
Gwyn Fuller. 

Directors: Sean A. ,Beatty, Dennis W. CahiU, Robert J. Dixon,.Joseph F. 
Fisher, Laura. S. Lawrence, Andre. Lefebvre, Joseph J. Mistretta, John Tighe 
(chairman), James G. Williams III. 

. I , REGULATORiY •I I I • ,. II 

~ examination of the financial conditfon was made as of December 31, 
2001 by the Insurance Department of Delaware. An annual independent audit 
of ihe:company is conducted by. PJice»-aterhoui;e.Coopers, LLP. An annual 
eyaluation of reserves for unpaid,loss(ls ~ d los.s adjustment expenses is made 
by John J. Limpert, VP and Appointed Actuary. ,\: 1 

Territory: The company is licensed in DC, Guam' and all states. 
• • J I 1.11 

REINSURANCE PROGRAMS It ,. 
For a detaii6d discussion of r~irl~urance, f f~r

1 
to the report of Royal' f 

SunAlliance USA Insurance Poot' ,. I,, 1 I ,, 1 
I . , I 11 ~ I ' ) (It, ~ J 

,. , BAL~ CE SH11f f .. ). -
'' I ADMITTED1ASSETSi($OOO) 

" 1 ~1 , 'r •1t ··:, , ts~ ,, 1 
:, , '· 11 ,, , i • ~. } 2/31/03 M,\.12/31/02 , 

~~ndS ;""' """" ';',' "i t '""'"'"':" '""""T 8~c}/15016]6 :=.!,I } ,395,92] 
Preferred stock .......... .............. _,_ .. ,.,, • -- ; ,,,55,001 ·-.1' 

1
, 59;769 

· • 1 • '1: {l'I b{;!lk ' ~~OH~· 6 " !1 ' Commonstock .. 1 .. , .. ... - .. ...... t .. ,.~.~";' · 1•;10 , ,~OJ ' · •;, ' , 6,544, 
Cash §yshor~;fe ID,/nv,~f .. r-··),: .. i· • .,.{If ~Jiii7~~9~ 
Real ~ ta!c, •µr~(\11~~!·" i·i·1b·1)·t :r!,l,?? 8) \ . 
~!~!lf,Ri°P.ia!!)\ iJiV -~~[,;o/"';,}, '•;j' '·t•'\- ;<,fJI'! 
Iitv~\tments •r ~f!i!i~tes ·;r,-.·,:f :/i·,·:at·i:,,1,;i- • 

Total investqdasse1S1 .. .. .. .... ............ , ,j ,, 1,852,572 , ,.180.8 1, 75,4 
Premium balanccs ' .................. ,; .. )!'1! .. ,j ,f.4' u,~)236,Q?2 ,, , 4,3 , ,,,,9.6 
Accrued inicresUJ/,\qm •• tllli.i4-1?ilm, . ili\11H¢.0J89.t1ilgl)ul;o.6,r, it , 1,1 ,0.9 I 
All other assets;.,., .. ,.,,,,1.,,w.1:,l·~·i'·«I-! <>f ,f-~ 39/1;006lt)P~,W!J46l4981!f~2fl14.3 11 · <1 ll 6 14;1' 

. Totalassets.\ilX~fb~\l-'.jil~ ,'jii:&f1lvfR ~i r~9q1 . ~ :l¥i15§.;9?h •11,:\00.0 100_0 

' I • Ll.A!BII.JITIES\~ SURPBU~l{$OO'o)'()E'.l!HB) ( 
n·: 1,:n,,11 l • rnt!/0 J1,t•\ 1103 f'!u l213110' 2 JRWi?n1.!'Mv :, • •n2o/c / 

,u 1a,., 1,, 'Jol111 i ,,rny tf\, ?!.~. .1·1.l ,1111awocr~•mrt,M'~~ ... q1 
Loss Bi LAB res!rY.e.'l ........ 1 ...... ,,, 1 .. ,,i' h~,97.9.,832 ,

111
. ,1 / ,)67,576 1mo!l!i~73 ,1,{Z,51 

1 Une~rocd prem\~JJ!l> ....... ,,.,.,.,._..i:- ....... ! f/~SigQ?,998 tt>> ~ 356,93.~¥,<:,32 . 7.6 
Cq_n\li tional:r~crye.funds .. ;.:.1;11( .... ,... f!ll{-1,l)V# ,207 • 111.~ i l33,39Jl·,l· :, , 1.6 
All ot_her lial\i!lties ~ ........ ,.\.',,l,M,l,'.,,.. p 1 ,, '7821586 't i , ,' 250,200,:,\, Ir 1. 26.6 

Total liabiliti&.i. .......... L~,;: .• n:.H.. OD02\0l6,622 \'if I l,'l08,I06~U-l,l ,73;4 
Capital & a lgned itiiplus.!J.L.til.::.L oon 1\1100,644 ,,H tr 962,0946< ,OW,i7,3 
Unassigned,su,rp]us,-....... • .... ,., ... ~,,,.~.i.. 1, , 1-668,194 ro i' , -41 4,166, 'i, 1 ~r .20.7 

Total policyholdcrS: SllfJlht&... ~.-• .. , 
11 1 547,928 ' ' 

-14 501 

. Net inc91J1e .... ......... ; .... · ... i -27~,~54 

" ,, ' 

l,f t , 

Ii 

Royal & Sun AUiarice Insunmc~ Group p!c · . ' 
ROYAL INSURANCE -~OMPANY 0 1,i',•AME.~ICA: , 

1240 E. Diehl Road, Suite 500; Naperville, IL 60566 
Web: www .royalsunalliance.com ' ,, 

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

Tel: 704'-522-2000 
AMB#:. 02437 
FEIN#: 36.2722478 ,, 

I '..._, 1 
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BEST'S RATING 
Based on our . opinion of the consolidated Financial Strength I I • 

members of Royal, & SunAlliance USA Insurance Pool, Whi h Of 1~ 
under a business pooling arrangement; each pool member is c ?Pera,' 
Best's Rating of B (Fair). The company is assigned the Finaass1g_111tl ' 
Category of Class XIV, which is the Financial Size Category 

0
f claJ Si/ 

Refer to tlrn Preface for a complete explanation of Best's Rall th~_lloot 
and procedure. ng syst0~, , 
I 1 

t I RATING RATIONALE ' '·, For a detailed discussion of the rating rationale, refer to the repo 
1 

, 
& SunAlliance.USA Insurance Pool. 1 r 0fRoyai, 

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

1 I 

•I, 
Product Line 

Date 
06/22/04 
11/25/03 
09/26/03 
09/04/03 

Priv Pass Autu Lfab ...... 
Com'! MultiPeril!.,".' .. '·-· 
Auto Physical ~ .... ,._., ... , , 
Hom~_owners ... ~ ... -._ •. :.;,,i. 
Comm'.! Auto Uab , ...... . 
Ocean Marine ....... , .. .... , 
Allied Lhles ,: ............. .. 
Inland Marine .! ... _ .• ,! .. .. 
Workers' Comp .. ,:.'.;"" ' 
dthLi~ti Occur .: .. '"""' 
Prod Liab Occur ..... . ~··· 

., Date 
11/07/02 
08/27/02 
01/16/02 ·· 
10/05/01 

Best's 
Rating 

A-p 
A-g 
Ag 
A+g 

I 

- Premiums Written-
%of 
,Total , 
NPW. ' Direct 

57,649 
53,133 
48,964 
47,397 
92,895 
59,342 
14,384 
23,319 

224,037 
170,911 
23,348 

Net 
108,919 
67,524 
57,929 
40,790 
136,233 
11,585 
9,825 
8,963 

-39,719 
;41,957 
-57,181 

53.6 
33.3 

• 28 .5 
20.1 
17.8 
5.7 
4,8 I 

4.4 
1-19.6 
-20.7 
·-28.2 

___ 1_14 , O.l 
, -All,Oiher ... .. ........ .. .. ... . ~ 

! 
-· Pretax 
operatin1 

[pcome i 
72,6: 
-4,9( 

-212,87 
-177,02 
-159,38 

-481 ,55 ,, 



· CAPl'T ALIZATION 
detailed discussion of capitalization, refer to the report of Royal & 

' for la nee USA Insurance Pool. · , · 
i1,11a , 

~ut CAPITAL GENERATION ANALYSIS ($000) 
Source of Surplus Growth 

Pretax Total Net Other; Change PHS 
Operating Inv. Contrib. Net.of 111 Growth 

Income_ Gains eapi1it1 Tax -· PHS , . (%) 
72,634 -12,8~0 -29.0,000 7,576 ,222,630 ' -35.4 
-4,903 -81,284 303,557 -6 10 216,760 53.4 

-2\2,870 -152,813 146;393 108,899 -110,391 -17.7 
-171,029 -54,645 110,000 25,236 -96,437 -18.8 
-15?;383 , 40,610 I 189,000 17\368 , -12,376 -3.0 

-48(552 -260,943 358,951 158,469 · -225,074 
I 5.Yr 

':JiisTORY 
. company was incorporatep J.!1li!er, the laws_ of Illinois as the Royal 

Thl\nsurance Company on October 22, 1971 to act as a vehicle for the 
Globe of the corporatc;; .!lomi~ilei <;>fthe, Queen Jnsurance Company of 
1r3nsfe:a New York, N_ewYorJ<i:to.Illinois, effecte.d Decemper 31,J971. The 
,1me11w;s changed to,its presei;it form ,on_ June 27, 1980. '.f:h.e predecessor 
name an which was_ incorppq1t~d .@d commen9ed business in New York on 
c_

0111Pm6~r J 1, 1891, represe\lJe,d_ ~ 99ntinuation of the b,usiness ofth~ Queen 
r:t::ance Company of Liverpool, ijngh1nd, which was i!bsorbed by the Royal 
fLiverpool 1111891. , • 1• ,, ,.i. ·JP · "t· . · ·. 

0 Two former United,, Stat9s1,s1,1,~s)µiary , earner~ of the Royal Insurance 
om any Limited, the Capital·flre Insurance Compi\ll)'; ,Qf C11lifo~niaand tlw 

fcab~ard Insurance Company ofBalt_imore, Maryland, were merged into the 
Queen Insurance Company .oil :Am~n<:,non· Jt1ge 30, 1949. The . Queen also 
Ninsured as of Janual'}'. ,.1,,n51 all ?J,rtS!f'??,in~ P.~1.~cy liability of the Old 
ll!)minion Fire Insurance'~ompahy,{~oanolfo, Virgrn1a .. 

A formerwholly-o»i»ed .affiliat¢n'.JiheWestern Assurance Company of New 
yqrk, was abs~rbed by ,merger as1of\Ji)ece~b~r.)J, .W@. J)le COf.l?P!lllY YfllS , 
org~11ized late m l 967•t9 effect .the .c!omesticatJcm qf ~e former: Pn1t!<!l §t;i.te§ , 
branch of The West~{}ssurance,~o~pariy, a Canadian ent~rprist; under ~pe 
financial control of'tl1e .Royal :Frlsurance pie London, England. Under a 
domestication agreeifient, . the Uriited::States branch of Royal I · s1W11nce 
Company Limited, was absorbed hy merger.on September 30; 1975.'In July 
1996, the company's ultimate parJnt; RoyaUnsurance Holdings pie, merged 
with SunAlliance Group pie, df : London, England, to form · Royal & 
SunAlliance Insurance S{rO\lP ,P!Yqf!I~ qp~agital o{Jl~,000,000 consists of 
180,000 common shar&s"at~$l00 pat value.'each.' All 'authorized shares are 
Qulslanding. , .. ~.',i . , l<I\Ji, ,11 · 

I 

- - ,, , MANAGEMENT 
,WJrect stoo)c owner~~jp-passed, !!]rqugh an exchange of shares, on June 30, 

_to ~oyal Group;)nc,, a D~l~ware holding compaµy, Jroip its parel}t 
{J~t~hon, R~yal Jµ~1,1rance ploJ;ondon, England. The _ultimate pareflt 1s · 

\' SµnA!hanc~Jrjsura!Ice Gr~:ur; pie, a UI<.. company. , . , 
i~o;;;ollyc?~ned sulJsidiary, RoxaI Surnlus I.rine.s Insurance Company, was 
M rated on November 9, 1982 to write excess ·and surplus lines business. 

\ v ~n&ag
8
emen_ t ?,(the C\J!l1D1my, is

1
th!); ~ e 11s that which governs the affairs of 

! UnAlhance usR.• • J ,} • "j , 1 / '' '! j ' I , . 

IJ!fltcrs• p 'd , · , I ,ti, ,,'!, ·u;1 
lftlllYc\i res1 _ent anll ~ ~/,, executive officer, John Tighe; semor vice 
!l'k\'chicf :~d ch_1ef OP,epti ;·~ ri1 lcer,.Derinis w.' Cahill; senior vice president 

1nsc1 tanc1al officer,:fos6p~ F. 'Fisher; senior vice president and' general 
,Mc~ts aura S. Lawre11c'¢ (c.hief administrative _ officer); . senior ,yke 

luidrc lefeSean A .. BeaJ!Y, R'.ob
1

~rt'J_ Dix?n (chief huin~n resotlrc':s offic~r),. 
: ~er), Ja~vre (f1~a~c1a_l.'nsk '0~1~er), Jps~ph J. !'-11stretta ( ch1~f claims 
~ roller Des 9. W1lha!ns III '( l:hJef mformahon officer); vice president and 
I\ (Jett· ~ic avid ~ : Davenport;' vice president and chief actuary; John J. 
r. 1Hani'(chi:r~s1dents; Cathetihe A. Garlino (finance officer), David K. 
.fy,j'n Fuller reinsurance officer); secretary, Linda Y. Pettigrew; treasurer, 
bir,•t ' , I , ,, . • , ors: S . .. .. 
~:h F. Fis~n A. Beatty, Tom ·Biede, Oe'nnis W. Cahill, Robert J. Dixon, 
~,11/

111 B. lvtur~{' Laura S. Lawrence, Andre Lefebvre, Joseph J. Mistretta, 
, 41lls UI. ow, William M. Q',D01y1elliJol~ !ighe (chairman), James G. ,, 

An~ 
li ~ xallJinatj RE~ULATORY 
r;,/ lhe Insiin of the financial condition was made as of December 31, 

, ' ,11(!1Pauy 18 ance Department ~fll_lin?is: Anannual independen_t audit_ qf 
" lr, finlt? Of rese conducted by PncewatethouseCoopers; ' LLP. An annual 
,h,,

11 
J, Lirnpe:;'y .foJ unpaid)?sses and loss adjµstment expenses is made 

Qry: 1'h . ' P and Appo1nttP Actuary. 
' 'I ecorn · ·, 
t Pany is licensed' in D!B mid all states. ' 

"<:i1t~d~1ailect d REINSURiNCE PROGRAMS 
nee 1JsA.1n1sc11ssion of reinsurance, refer to the report of Royal & 

\ ., s11rance Pool. · 
1

11~~· 
t'•s,lN ' 

8llRA.Ncm R.E)P.ORTS~PROPERTY/CASUALTY 

ROY AL LLOYD'S OF TEXAS-

BALANCE SHEET 

ADMITTED ASSETS ($000) 

Bonds ., .. ,,., .. ,_ .. ___ ,_ .. _ .... ,-..... .. . - ·-·---·· · 
Preferred stock _ .. _,_,,.,,,--, ... .. .... ,_,, .. 
Common stock ~-·-·-·, . , '""""'"'" '" " 

12/31/03 
602,518 
25,665 

'03% 
28.9 

1.2 

. Cash & short-term invest ,,. •. _ ..... _ .. _, .. ,_ 
0 

536,625 
3 

14,736 
__i!1lli 

1,595, 106 
117,048 

5,411 
364,945 

12/31/92 
873,890 

19,750 
91,250 

260,853 25.8 
0.0 
0.7 
~ 

'02% 
39.7 
0.9 
4.1 

11.9 
0.0 
1.6 

I 

Real estate, investment , ____ .,, ___ ,. .. _, ... . 
Other non-affil inv asset,.,._, ___ , ...... , .. . 
Investments in affiliates , .................. .. 

Tola! invested assets.. .. ·-·- -... ~ .... , .. , 
Premium-balances ···--'"""" ''' ...... . . 
Accrued-interest .. _., ........ . , ..... ,., .... , .. .. 
All other assets.~ .... . .. , ........... ,_ ...... -

Total assets- ,-.. . ~ ... . , ... ,-.. .. .......... . 2,082,511 

3 
34,899 

402,980 
1,683,625 

236,072 
11,651 

. 267,536 

2,198,884 

LIABILITIES & SURPLUS ($000) 

12/31/03 12/31/02 
Loss & LAEreserves _., .... ·---="" "" . 1,029,832 1,167,576 
Unearned premiums_,_,,,_ .. .... ...... ... , 209,998 356,933 
All other liabilities-...... ,,.., ....... ... .. .... ~ 258,631 

Total liabilities , .. -·-·-·-·-·-•-..... ~ . ... 1,679,141 1,783,1 39 
Capital& assigned _surplus.............. .. 939,017 716,467 
Una~igned surplus ._ ... ...... . ,., ,_ .... ... , .... -535,647 -300,721 

Total policyholders' surplµs ......... .. 403,370 _filill 
Total liabilities &surplus .......... ... . 2,082,511 2, 198,884 

76.6 
5.6 
0.3 

_!1J 

100.0 

'03% 
49.5 
10.I 

_ill 
80.6 
45.1 
-25., 

~ 
100.0 

SUMMARY OF 2003 OPERATIONS ($000) 

_ill 

76.6 
10.7 
0:5 

__!Ll 
100.0 

'02% 
53.1 
16.2 

_ill 
81.i 
32.6 

-13.7 

--112 
100.0 

Funds Provided from 
,Operations 12/31/03 

1 Statement oflncome , 12/31/03 
. Pr~miums_earned .......... ,......... ,349,960 

L?s!es'ip1pq;ed ... , .... _ ... _,..... ... 356,224 
PreroiUJ\ls.collected ........ ......... . 308,699 

LAE inc~~red ... -............. ,...... ,94,489 ,, 
Ben,eeyt &, Jois rela/~dpmts ... . 54Q, 752 · 
Net transfers_ t.o a·ccounts ..... ,.. , 

Undrw.expens!',I mcurr~d ....... 83,146 
Other expense lllcurred ......... _, i,J 54 

Undrwexpensepaid ......... :.... 219,685 
O,ther income/expense ....... ., ... 

Div fopoiicyhoiclers .... .... , .... _ --=3,~63=2 Div t.9 pri/icyholde'rs:.,, ....... '.: . __ 3~,6~3~2 

Net underwriting income .. ...... , -189,685 Undrw cash flow ....... , ............ . 
Netinve.st1i1ent income: ...... _ .. ___ 47;i4~ ' Jnv~'tmeht income .......... :_,,,. .. 
Otheddcom~/¢xpense ...... -.;.'.: ' ;j 6,843 , . , Oth~r }.n~~me/e~~ense ·•·-~---· 

Pre-tax operincome •••.. , ... ,,, -159,383 Pre-tax cash operations. ... .. . 
Realized'capitalgains .... _,_ .. ,_ ... 1( t. 1 52,215'. •,• -, ' ' · •'' ·,,. 
Jncome taxes incurred... ......... . -16 416 Income taxes pd (recov) ........... . 

Net income .. .. _ .. , ..... , .. ·,-·-· -JO,J3~.\; 1 ; ~itoper~ash flow ....... _ ..... 
l 

---- . 
' I,, 

-455,371 
56;11'2 

-16,843 

-416,102 

-12,942 

-403,160 

, Royai & Sun Alliance Insurance Group pie · · 
ROYAL LLOYD'S OF TEXAS 

Addison, rx . 
9300 A,rrowpoint Boulerard; Charlotte, NC 28273-8135 

Tel: 704-522-2000 
A.MB#: 02702 
FEIN#: 22-2301290 

Web: www .royalsunallianc~.com 

BEST'S RA'f.ING 

Fax: 7047522-3200 
NAIC#: 43346 

Based on our opinion of the company's 'Financial Strength and 
relationship with ·an affiliat,ed qiin~urer, Which reinsures virtually all of 
the company's business, the company is assigned the Best's -Rating of its 
affiliated reinsurer, Royal & SimAIIiance USA'. Insurance Pool, which is B. 
(Fair). The company is assigned the Financial Size Category ofCiass XIV, 
which is the Financial Size C,ategory_o(its affiliated reinsurer. Refer to the 
Preface for a comple!e expla111atiim ~f Best's llating system and 
procedure·. · · · · 

RATING Rl)TIONALE 
Fpr a cfotai~ed discussion of the rating rationale; refer to the report pf Royal 

& SunAllianceUSA Insurance Pool. 

To view a company's complete BEST'S COMPANY REPORT, 
refer to BEST'S INSU.RANCE REPORTS on CD-ROM, 3529. 

or go on line at www.ambest.com/bir 
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ROY AL SURPLUS LINES INSURANCE COMPANY 

Period 
Endlng 
1999 
2000,• 
2001 
2002 
2003 

FIVE YEARRATINGHISTORY 
Rating as of July 22, 2004: B r 

: 
Bcsi's Best's 

Date Rating Date Rating 
06/22/04 Br 11/07/02 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 
0~/2,5/0} I A-r 

KEY FINANCIAL INDICATORS ($000) 
St~lutory Data 

Direct Net ' Pretax Total 
Preinfoms .Premiums Operating Net Admitted 
Written Written Income Income Assets . 

3,206 3,131 1,625 1,019 9,246 
11556 1,468 -766 -602 8,633 
1,124 1,024 -1,918 -1,627 18,108 
1,682 I 11 .343 I • :34_5 . 732 7,878 
2,112 184 183 6,893 

Policy-
holders' 
Surplus 

· 6,593 
5,~64 
4,562 
4,006 
4,986 

~ Profita~Jlit,Y- ' - - 1 - Leverage--- --Liquidity-_ -
1 

• Inv: · Pretax :. NA II ov·crall I Ope,.' 
Period Corii1i. Yield ' ROR Inv'r,, NPW. to Net Liq. , ,, Cash-
Ending Ratib (%) ' .(%) I Lev• PHS Lev. (%) 11•' -Oow.(%) 

,48ji 1999 3.7 I . 15~.9 I I I "· ~ • 1 0.5 0.9 348.S ,,, 28.4,5 
~omf 169-.B 6.5 1 I .-34.6 I lJ ,\I , I 0.2 0.7 323.4 

' 
106.8 

200 z's~~ 5.2 I 1, 99.9 ,,,: .. 02 3.2 I IJJ,9, , 
Ill 

12.2 
2002 5.0 0.7 !t}:·~ -5.9 
200:i T 2.6 

, . 0 1 1 ','1'11 
0.31 6 3 

SYr H i1J9~3l .. 
' ' ·~8.4 I ' I, I ti · ' 4.8 ' ':"' 

(*) l)ata reflcctc~ ,o/.\thi_n ~I! ti:\>!c 9f:tJlit teponJ1as b~~n coippiled f~o'!) ,the company-filed 
statutory statement: W1thm sevctal f1nnnc1af tables of this report, this company is compared 
against thf ~ropeny Copief;/!f! rrn :' , , v'·I 

'' ml BTISINESS REVIEW 11 ' .i:• 
Untlerwriting: activitid ''~1)1~hasi1e the' -~ ,!ting cif' commer~irll packagb 

bilsi~ess inTexaY;,"O'J*-'ratio~s are cbndue\~~ iQ conjunction with tlie Royar& 
Su?1\];liance US~ 1Tni1,1r4i:·~e P~P.l1i Effe ,Jiy~~ian~ary 'l; 2.~021 al,l 'tiii'~\~'e.~s 
wntten by Royal Lloycl& isJ1Jo'O% .lquota, h'are remsured w1th: the a'ffihated 
s feguard Insuranc'e'C' ro~d'ny. 1s1//teguarc,l,;i'n turn/ retains 5%'ofthe1Rbyal \l'f 
Sun.Alliance-pool's U.S. b1illine'sk·• 1 ' . •,t - , : •, 11, ,1, : ,. '' 

n1Mci Premium Wrili; gs. ~y, )1fo,~uct Lin'l~: Direct Prer'ii iJ'ms \~#t en at 
theJ11p_t year end tot,~led't$6dQ) $7.'112, i/n,<f 1vRre distribi,ted a/ fol!Q"'fsi Fire, 
$294; Allied Lines, $391; Com'! MultiPc ii, $1,.426; All Other, $1. ' 

1 1.1 J~~1: . 1 ~l.,"ji<l' J '1 f 1•, .r.•1 - · . , t ~ 
~ajor 2003 Direct Premium Writings, by- State ($000): .Texas, $2,J.12 
(I.O~.q%). , , t1r1.Jtl l•,.l~\ I •llll l ll l ~),._! ! _ 

('\f (f ' i\ l d CAPiTALIZAT't'ON '' I 
Prior to the imp,lementation o_{ the, I 00% reinsurance tre!jty with Safeguard, 

overall capitalization for Royal Lloyds was insufficient to support the current 
rating and level of operations- w.hilt;' capitalizatil)n was enhanced by the 
relatiyely moqt;sJvolume of business written, both·gross and net as to ,ceded 
reinsurance,:the very large exposµre ,to storms such.as.'Tropical Storm Allison, 
which occun;:ed in June.2001, rel)resented,a significant exposure to surplus. 
As a result, whil(: reported underwriting, leverage and .. asset risks were 
nominal, ,adjusted-year-end surplus was rougbly,50% lower after .accounting 
for the net. after,tax ~tT:er.:t ?[ a storn:i, Jtke !'His.on: (?!fsetting, th.e high xxposure 
to .. large , storm ,act,v1ty ·1s'. ·the · ,fmanc1al : flex1b1bty • afforded ithrough . the 
company's affiliation wit!). Royal·& Sun.Alliance Group pie. 

Growth in policyholders' surplus from. 1997 through 2001 was primarily 
driven by $3.7 milliol} in capital 'contributimis offset by a modest amount of 
retained losses (principally during1the .last two years). Surplus declined. by 
10% in 1999 and by nearly 25% in 200l •due to·heavy underwriting losses. 
Operatio11s are expected to generate modest profits during 2002 through 
investment earnings with no impact from l!i1derwriting due to · the new 
reinsurance treaty in place with Safeguard Insurance. 

, HISTORY,· , · 
, The.C91npany was.formed on May 5,1980 um;!eq ~e laws o(Texas. It was, 

licensed on Augu~t 29. of the same .year.ai:id began w1\h contributed funds of 
$325,000, including a guaranty fund of. _$300,000'. The guaranty fund 
certificates are , held under a . joint control arrangement between 'the 
underwriters and the Texas lnsurari~e I),ep?rtment. . 

I ' MANAGEMENT 
The Company is closely identified \itith the Globe Indemnity Company, an 

affiliate of Royal & SunAlliance USA, which is under the sponsorship of the 
Royal & SunAlliance lnsur[!nce Group plc, London, 

The articles of agreement provide that an· underwriter may cease to write 
new' business'through the Company by 'giving the ·att<itneyLi)11fact written 
notice of his desire to do so. Further, an underwriter inay witHdraw niiy funds 

3530 - Best's Ratings & Reports as o/07/22/04-

to his credit and cancel his ,C!bligations by- securing . a new unct 
acceptable to_ the other underwnters, who will pay an amount in the el'IVrfte 
the withdrawing underwriter is entitled to with.draw and will assurne . suill,ttt;• 
all of the obligations, contractual or otherwise, which are or could b~1) 1VIJ!in 1 

upon the withdrawing unde1writer. The liability of each underwriter , 1n:PoseJ· 
to his original guaranty depos\t. ts l11nhe~ 

Operations are conducted by-Charlotte Lloyd's,Jnc:, attomey-in-t 
Underwriters: The underwriters (each subscribing to . a liiara ~ct. 
certificate of$60,000) are as follows: Dennis J. Bothman, Edward BnEty . ~Intl 
J. David N1cDonald, Larry G. Siri)mons, John·B,':Vincent'. · hason , 

=· ' 't,- • ' \1 
REGULATORY '. I 

An exa111_ination of the financial condition wa_s made.as of'Dece I 
1998 by the Insurance Departmeilt ofTexa;;. An annual mdependen~ber_ 31, 
the coll1panyj_s conducted by Pricewatei·house<:;oopers, lJ.P. An auditor, 
evaluation ofreserves for unpaid losses and loss adJustment expenses . annual 
by John J. Limpert, vice president and ,appointed actuary. is llla<lc 

/I • 
II 

1, 

I• 11C I• 

IL 1, In . Ii II !! I 

, d11 
Stat~_meni .. ofln,conie, . I 

Prcm,rn")S c~rrcd ' C" \'""~ "'"' ' " 
Losses mcµrrcd ............. , ....... . 
U~dr)~ c~j>cnscs 1~c'urrcd

1.',-M1 

Net undcrll'.riling income .... ,., •.. 
1 Net invcs\\Uent inco~ ............ . 

Other i,ncomc/expense ....... ,, ... 
,Pre-tax aper.income ........ , ... 1 184 · 

Realized capital gains , ....... , .... ' 49·.·: , 
Income taxes incurred ... -... , . .,.M --~5~1 

Net income-, .... ........... ___ .,, , 183 

- • 
p I 

I I II I 
111 y 

Royal & SmtAIJiance Insurance Group plc coMJ'A~ 1 

ROYAL SURPLUS LINESINSURA:NC,E ' 
Farmington,' CT ' sz73 i • 

9300 Arrowpoint Boulevard, Charlotte, NC 2 
4 
~-P

1
t ' ' 

Web: www.royalsunalliance.com Fax:.
1
;~ti

1
1A1• ' , 

Tel: 704-522-2000 1•" 
AMB#z , 01745 
FEIN#: 22-2429452 

fl I RI 
rl/llhlg 
' ,e11ce at 

t'1"' 'diate 111101; 
oft11cRoya 
uJup, Inc. 
on·Septem 
operauon~;, 
,ompa1tle's : 
the pool l_e, 
sUfJlh1s lm 
"flSUl"), e: 
policyholde 
degree ofur 
well as the 
negative. 

Royal Sw 
from its higl 
business (a 
llltderwritini 
i~:1rs ( coup!, 
t it:lSUred 9} 
yroqt~~!lity _ 
Ul)(l p\>Or~~' 
-rl1l10tr Ul pi 
jl[Qllg 2002 I 
Alld surplus 
implcmentati 
reu:i<lerwritir 
underwriting 
which 'rii:corn 
aavcrse loss 
Ovcmll opm 
5 le.of the co, 
U1o·c\lmpanf1 

I 



BEST'S RA TING 
. · inion 'of the company's Financial Sfrength, it is assigned a 

,ti 011 ~111 ':JrD (Fair). The company's Financial Size Category is Class 
I~ .h:1w!1~; the preface for a coipp.l~te explanation of Best's Rating 
11,~ ,Mfe1 d procedure. 
I·'· an · 
1 ,,1c1~' . RA TING RA TIO NALE 

1 
•
0
·uale: The ra_ti1_ii:: reflects the c~mpany's. dim!nishecl mar~et 

,11fog }{a~ financial flex1b1hty as ev1,denced . by the _fmanc1al stress of t,he 
;iY~n~e all are~~ Royal Insurance ,<;:19f!?.pany of.Am~nca (a leadmg mem~er 

I 1111iccijnte f VSA Insuramie P~ol). T~y ppm.pany 1s. ultm1ately owned by R<;yal 
,)r1hO Roya a subsidiary of Royal & Suh'Alhance I~surance Group p\c. which, 
' i\11111, Jnc., r 4 2003, announced a restructurmg of its U.S, -mstirance 
~ •. scptemb{be ;estructuring inclucles.a·significant reserve charge:: tCl the U.S. 
~r~II0!15' Swell as an acceleration fh' tlie'clisposa] of Ongoing bu!li/1esses at 
~u111~01~s ael The group has already succe.ssfully di.vested its excess and 
die pool -~7es · operations . ("Royal Sp_¢~ialty . U~derwritip.!l, Inc.'', ~.k .. a., 
SllfPlo~,)\ffective !uly 20~\ thus ex1tmg this. lt~e qf..~usmess,:. E~1~tmg 
•JlSUI 'der ]iabilitJes reml\lf! with t!1e U.S . group. Given the :sJgmf1cant 
p0licyh0}uncertainty regardil.1$ the run-off of the pool's eit,isting liabilities as 
: ~r:s°ihe surplus lines bu1ipe,ss, _Bes\ considers the r,ating outlook to be 

1 (iV~-Surplus Lines' histp#cally poor operating perforriiance ~as deri,)e<l 
0;1~ high expe~se structure and a' lijili!fcl block ofF

1
lorida nursing ho!1Je. 

lit11!1 ,
55 

( discontmued), adverse lor,s. ' reserve development; elevated 
u.;~1\riting leverage due to the company's rapid premium growth in recent 

~~ coupled with a decline in Sl!,~l,U§ )fl t,qoo) and limited ~pread ofriskas 
I: ~;iut d fY RSVs_ J?Jpb~\>l.~ l]'la;t)~9~ .'!'?~s e.~.timat.~s . . un11_1 .. ~00.2, ov~~all 

,mntli lily suffe11ed1~1recp~t y'ears'o~e to adverse'loss reserve de\Telopment 

~OY AL SURPLU,S LINES INSURANCECOMPA~Y 

casualty products are offered on a. wprl,dwide basis through a network of more 
than 2,000 agents and brokers, and through meinberships in underwriting 
syndicates. , 

Althoug~ RSL shares common man,agement and is closely aligned with the 
operations 9f the principal U.S. operating i,nit, Royal & SunAlliance USA 
Insurance Pool ("RSAUSA Pool"), the company does not participate in the 
pool 's intercompany reinsurance agreement. , 

Effective July 2, 2003, the group's excess and surplus lines operations, 
inch1cling the Royal Specialty Underwriting, Inc. subsidiary (RSUI), was sold 
to Alleghany Corporation's Alleg}iany Insurance Hqlclings LLC affiliate, on. a 
new and renewal business basis. All existing policyholder liabilities remain 

. with Royal. As a result, RQyal hl\s··1:;ffectively .exited the excess and surplus 
lines fie.Id , Prior to its sale in 2003, RSUI provided excess and surplus lines 
insurance ~ovefages through wholesale intermediaries and RSL operated 
with,i~ the R9UI unit,. writing property, general lia?ility, prc/fe~sional J)a~ility, 
and d1rect<:>ts and officers ("DcliO") cover~ges on ·a non-achmttecl basis ui all 
states ex<;ept Connecticut, it~ state of domicile. ·A· small book of 

. cnvironm~nfal liability business was discontinue~;on Oct9ber 1,2001. 
,,. ' . ,· ; ·{ . 

2003 BUSINESS'PRODUCTION :AND PROFIT :ABILITY ($000) 

%of Pure Loss 
- Premiums Written- Total Lois '&ME · 

I P~oduct Line _ . ., ,, Dire~! . Net NPW lj~tio , Res. 
F " "!591,·8)2' I ' 1' 2'4,5.2) ( l'iJ'•g',·9-1 ' 2)_81 ]5,692 

I Ai;~e;jiii;f~::'.:::::::~~ 134,366 17,360 i1.5 .\"41..3 11,933! 
! Com'! MultiP,cril...._~.. 56,241 9,5051' 'f' 1011 ' :,' J?:7.t.', 18,992 

Inland Marine: ...... ,_ .... ' 33;494 M 901 
: ~.s·• 15.l l·J 2,524'. 

0th Liab Occur .!.. ..... _, , '• 83;932 · 2,1901 \J 3. v. 236.3 ' 1 174,094 
Proil Liab Occur.:......... '40,803 ' · 2,111, 111 3.4 I 8S:61: ' • 30,684 
0\liLiabGI-Made .... ".- 'I ' 1' 28;755 1 I , 1\729 \',, W r1 143.011,1 35;591'. 
Earthquake!.L .... .I.. ... .... ' \ ' ?;742 •' I l\g03 ', 2.1 11 ' !.\ · 1,817 
Med Mal Cl-Made--···-, 20,784 566 0.9 1 22,7 •11 ,, 5,~?9 
AIIOther .......... ____ , •• : -...i.m ~ _..!!1, -29.5 _l2,lli 

TolalI ....... ,,.. ___ ... - I 572, 172 63,079 100.0 63 337,215 
r,.~.J!'" ~ t 1 · 1,q I I l)''ll ,'1 J , i,\ • ~ n,n J 1t~t>l •l Pt I ,!/! •,1 l,ir, '~ i.. .. ~ }f 

Majqr; .;2003 Direct _Premium ,Writlngsf, by l,Statei ($0,00):11 <M ifornia; 
, $1'471,~97 (.2ti/7'l;'<;);iFlorida: $95/463' (16;'1%);:'.!'exas',1$80,,176 '(14.0%); iNew 
I York:',$22;5231 (3.9%); Georgia/ $1 S,054'!(1l.6%~(li8, other, jurlsdiGtions, . 

~~ pqorund.erwriting re/m.lts'. ffpavy tindern:riting Joss.es .. drove .the rapicl 1 

crc1iori' in polic'yh?ld~11 '
1 
sifrplu's thr'o\lgl)?ut: i o~~ :anti I mcrst of, 200 I:." "I;he'. 

,irnng 2002 op~ratmg perfo~nance.was driyen1by '1mpr~vement•in the excess ' 
ll1d surplus Imes market m which 1the company operated· as well as 
tnplcmcn\a!ion of sig!1i.fic~!·. ~tr?f~r~l ~~an~~s, in~lu4jng a n~mber _of 
mmderwntmg and pncmg 1111tiat1ve ~,Resµlts m 2003 were rmxed with 
wide!Wtitiog: losses • ca11seo·b~. 'tlie>tiriunatic! dJcti~e· iJu net, premium voli1ine 
~hkh 'al:companied, the ·:·salQ'.,of 't&e,E&lS t/perntionst as'<.well ras1addit1omll , 
ill1~1~c loss reserve developmen'f 611 disc9ii irlued nursing\honwbusinessi I 
O\'CJOll1.operatfons •were ·profitable, ' clue ioroth'er: incotnei generated from 'the 
~11 oflho comp~!3}"'.sren~walri~~ts aslwell a~ healthy•inv'estment earnings on ' 
~'ioco111p~ny!s mvestmeht.portfohol Jmn1 •t ·1 111 1u11J 111 , ,, , .; 

. ,, 
. f IVE YEA.fl RAl"ING i:,ISTORY 

, " ..-•11s: 111nati lt'~'as1br'.1li'ry' •22; .20·04: i3 , 

I 
$JJ 1,490 (37:0%); Aggregate ,Ahen, $170 (0.0'.Yo): l: 1" P ,, ·r,·, ,· ', , ' 

~ •'I ., ' °!"'· JIIJI "J 1 ,~·•O' , rJ:1: ltlj 1,1 ~:.· .. , 1 , JI 11~1r• t l 

, , I 1• , , 1" 1 • ,. 1111 CAPI1'A:LIZ'A-T-i0N'''ll .ol · ,11 r , ,r 1 1" " , , 
L l1jl ' 'J, ., tf·Jt lr'1' ',. ' .... -10 l() J111r1 1,,.' ·~ ·,-: ,,. jj I I 1 

ll•f,,1• 1", 1 --r II r,5 • 1q·,. •11 '11•1 1lf,, ',IIJ.' "I 
,, I l "Dat 1 ti nt fi9 Lis) i' .I! 1••1~ •' ' .~. lcs,t's,_, r 'Ir' , · a n e atmg 
• • 1, ij6/22/8 I lip t!H" r, t ,1Ji ,) () ·,,03 I • _1· 1 I t.' .. 11125101 , ;~·,1"" 1,i, 11111 ,i81.1t;o~ .. 'A- 1 1 .,.1 1)1 

1
11 ';'"!)9)26/0f 1' 1l,t '~ ' I ,lJ'.O, l,• 02/27}02 ' 1 J\ ,101 

', 

I llrJI OW0~/03'' h·A~'u' I ' ,,· , 'I 1 &sioj/oo I •,; ;! 
J'Hf.. I ' .f . • Ill ' Ill'' 111~ I ,II: JII .I I : ~ 1 

ri;,~ !~IKE:Y FINANCIAL'INDICATORS ($000) 
~ 1,u···ll"fl ,,11 ,fliL 

t 
0

. • • ·Sta tutoryData-~ -------
tr; tt I · .rNct ,;1 •111 Pretax/ .1111 ' t Total. ,Polley, 

'1 Pre1~iums , ,I Opcrati.ng J .ii Net Admitted holders' 
Wntted Income 1, Jncpme AisI/1. 1 , Sµ,rphis 

62,543 I 4,624 -15 289,790 154,505 
78,553 '44,632 -38,991 333,090 I 14,335 

66 W 162,867 I '45;628,_r• -4 1,489 517,712 141,764 
I ~/2:IJ~ 296,471 .,,8p;548 1 54,037 8)6,J77 301,677 

63,079 , II ]8,833 !JI 41 ,040 695,444 316,629 
-:-l',ofilabiiity~- I, ·-- Leverage-­

Coin~ 
111 

I~v · ·Pretax NA I ' ·11 ' 
Ra1;0

1 
Y!eld . ROR ·.Inv . NPVir to 

1'19 2 W,) %) Lev PHS 
1·~9 °;! I 64 8.1' 11.9 0.'4 

' is{h 6 7 •64.J 70'.7 I 0.7 
74Q 6.1 -36,5 , 11;5 . IJ 

IJ 1418 4.8 32.3 5,,9 . 1.0 
t· 116 7 4.0 10.2 1,7 0,2 

Net 
Lev. 

1.3 
2.6 
3.8 · 
2.7 

' 1.3 

- · - Liquidily--
Ovcrall Oper; 

Liq. Cash· 
(%) flow(%) 

216.6 138.4 I 

154.0 162.9 ' 
139.9 105_9 
162.0 ]646 
i95,0 80 9 

I~ ' 52 
~. l•fl0t\ · 2.0 . .. " ' . . . •.• . , 

· 1[ 11,~llre,:d ; 1,~~:n all tab!Wofthisieport has b¢en coinp_iled from the company-filed 
Ofe Ol)aJ Sin sever~] fin:µ,cia] ,tables .~flt!/!~ report, .this compa_ny is COnlpll/'ed 
· llrplus Lmes Writers l J I ' L A ,/ • • ' ' t !' 

~I)'. '" I 

' " I K I 1 {'.111 a? rP.h1s , , BUSINESS REVIEW 
i\""k:~ 1~t.s l:ifvi}.ines Insurance Cqmpany , (RSL) operates within the 

. • '\~~ S\traoce 10n of the U.S. operation,s:(''RSAUSA") of Royal & .Sun 
· ~ :tQ~I> Rs G~oup, pie ("RSA"), a leading .British international 

~ \YeJJ a A. 1s one of the larg7st mt1lti:lip.e insurers in the _United 
\ s one. of the top ten msurers m the world. Property and 

~t~ .... 
/ l'~'~N: 

' SlJ.llAN(:E REPORTS~PROP.ERT,Y/CASUJ\LTY 

Capital, Generation: ;~urpl'us growth• -had 'fypibaJly" been 'very! str011g •until , 
1999, benefiting .. fr,omexccplional uncl_erwritingprbfitsand,m,gligible.capital 
loss11s11 Froin,il,9.96 througl:I 1.9.99;, S\irplus ,grew 80%;•iadding,iclose 'to··$70· 
million to the' company's capi\abtW.itlii,th(ll heavyrres~rve radc!itibns -taken, 
during 2000, RSI.;s surnlus dropped dramatically. Excluding the $60 miBion 
capiial contriliutic>hinia'de at :tiie -inclM 200 I, 'st~~plus.. ould-J\avl dMJii1ed 
furtl)~i' during the Yrar 41,1e, fq ad<litional I() ~ ,resers , .. s_t;,~fl.gthenip.g .. The 2001 
c!eclme would have.been ,worse but for $1 tmi]hon m,9enefit cj~riveq,f~t:)!P 
s.tatu\ory accounting changes ("codification':.).,, In respp11se to the.company's· 
diminished stirplus base, the pareI;1t contd.butecl $60 ,n1illioh to RSL during 
December 2QQ k and an aclditional.t$ I IO million :d\Jring 2002. ! . · RSL began 
generating substantial underwriting profits during· 2002, reflecting significant 
market improvements in .the'. Excess. and S\lrplus il'2,ines market., sl;!gment. As 
the :company has sold its business;· effective July 2003, on1a renewal rights 
basis, future,capital generation will be clependentµpo11-the successful run .off 
of existing loss reserves as well as on investment" earnings. · 

• . : - '. : I 11 ) • • I · \d11 , 1 ; • t 

CAPITAL GE~lli\TION ANAL\'SIS ($000) · 

Source of Surplus Growth ' 
PHS Pretax Total Net Other, Cliangc 

Period Operating lnv. Contrib. · Net of " in · Growth 
Ending ..Income Gains .Capital ' Tax ; PHS (%) 
1999 · 4,624 ·3,817 I ··'· 1,316 2,123 '1:4 
2000 -44,632 ·3,787 8,249 ' -40,170 -26,0 
2001 -45,628 1,231 60,000 11,826 27,429 24.0 
2002 80,548 : ·1,623 110,000 .. ,29,013 159,913 . 112;8 
2003 . 18,833 22,019 -25,900 1~;952 5,0 

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

Overall Capitaliiittiou': Overall capiiaiiza'tion iinp'rovecl considerably with 
the $60 million capital contribution at the end of 2001 and the $110 million in 
additional contJ·ibutions made during 2002. CJded reinsurance:Ieverage has 
traditionally _been elevat~d relative \o the c~mpany'~· excess and 'surplus lines 
peers .. ·somewhat rpitigating this above-average leverage is the ,relatively goCld 
credit quality of the company's reinsurers. As-the company is essentially now 
in run-off mode; having discontinued operations duFiJlg 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 fofW<!rd basis. 

To view a company's complete BEST'S COMPANY REPORT, 
refer to .BEST'S INSURANCE,REPOFJTS (!n C,D-RQM; 

or go online at www.ambest.com/bir 
3531 



ROY AL SURPLUS LINES INSURANCE COMPANY 

Period 
Ending 
1999 
2000 
2001 
2002 
2003 

QUALITY OF SURPLUS ($000) 

% ofPHS------ -Dividend Rcquiremenls-
Year- Cap.Stock/ 
End Conlrib. Un~igncd 

Stock- Div. To Div. To 
holder POI Net Inc. 

PHS Cap, Other Surplus 
15(505 31.5 68.5 

Divs (%) (%) 

114,335 42.5 57.5 
141 ,%4 76.6 23.4 
301,677 'TP .-t;1 27;5 
31,6;629 1'69,0 i:. 31,0 

',r. 

,..., 

2003 REINSURANCE RECOVERABLES ($000) 
Paid& 
Unpaid 
Losses 

US Afiiliates ........ ........ - ,. -6 
Foreign Affiliates ...... , .. .. ,. 96 

IBNR 
Unearned , 
Premiums 

Other 
Rccov* 

US Insurers ..... .... ....... . w, 248,290 99,792 I 2~,41 I -36 
l'ools/Associalions ....... - .. ' l '1 
Other Non-US·········,·· ··-~ 18 120 9 093 ·' 1 -2 054 

! · , , Ii , ~ I. ~ 
Total(cxUSAfiils) .. ,... 1324,727 j l7,91 1 134, Q~ 1 -2,09o; 

LEVERAGE ANALYSIS Grmi~TotaL, .. , ............ , .. ,1 321,721 1 , 1,7,?I I , 1 , 134,~04 , I. -~1090 
k It • 1 1 , ' 111 11 1 * Includes Co~01Jss1ons less Funds Withheld I I , , , 

--- -. - CoU1panyrr--,-- ,--rrr.---Industry Composite--- · 1 
1,,li' ll. . Res, 'il. i ,'l I , , , JNVESTM.ENTdh;iiµcEj\~A~fs1s'(o/oO~ PIIs) '.,r~, 1 Period Nl'W to . lo ' , mt Gross NPW to Res. Net Gross " 

Ending '' PBS PHS01 Lev," Lev , PBS to PHS Lev. Lev. • ' ' , I Jl I f • lndll!lty 
1999 ' 0.4 11 0 6 1 I j '' ' 1 '2 9 0.2 0.5 0.9 1.6 ' " ' Co~ipmiy;r ' ' 1 ' • •11 Col/1Poii1l 

I '• t ] , ,, •, , ' 8 14 2 7 Class Real . O,ther , 11 . Non-Afi1l '" . • ,., Clq~ ·-, \ 
2000 0.7 1.5 2.6 5. OA O 7 , • Pcri~d 3-6 Estate/ Invested Comroi\111 iwi 

I 
A,B1k i3-6 , I i:, h . 

22000021 q ,,1. LI , 1.7 ! ( ,3J~l 7,4 0,4 0.7 1.8 3 4 Ending, Bonds Mtg. Assets S!ocks I I.CV, Inv. · lloncls I ,,r"1l 
1.0 0.9 2.7 5.7 0.8 0.7 2,5 4 3 1999 ' 

1 
2:4 ' 9.5 J 

11 '1 1 jl f '9 tJl ' · r, 1 ' oJ~ t11 l{iJ 
2003 0.2 1 1,.1 , 1.3 4.8 0 7 0.9 2.5 4.2 2000 3.&' 17:0 11 ::: I n·w:1" 1 

i i(, 1 1:0,,;1, 1ti 
I ,U 1 '' 2QQI 'I 5 10.0 ,. I , 1 . 11.5 .. . lrJi ,\), 

Cun;ept BCAR~ 193,61 ll ,l•l' JJ / ·, I' l 'oo·t i'.T"h !' 1 • .~ 6 ,,, I ·,1 • 'I" t l1 ~·~ , ,10 -1, 1ro , 1L1),~ih: • 1 r};f 
,• ', ! I mur ~ I •11,;1 J) l•k .. :.i~ 'll '1.1. I •r I ' r l t··11 ' · .,- ,1 • - ~, l"/.1 .., , ..... I V ''"l 

PREMIUMCOMPOSITiuN&GRQM',THANALYSIS " ' ' 1" 17 ·~o , ' ' "" (1' ' . ' I I " ,.~,.,,._, ·, '. " " ·:··· ,; , , , i" .. 1 , . · . . . :: r'i ' I<, ,.r, .• .1 , ·,•1 : •• 11 , r 1, , 1ni 111 ,u ' fl ir.1 ' 1'0 
P,enodl -,,- DPW-.-. , ~ --GP,W-; - -,- NPW-- -.-NFE~ .~., I• 1,1 , 1 r1 , ,,~•JIJ I ,4, , 111 ... , 1 •1,1, f,J ,T ' !•I M 1 •,, f ' 1 ,i, , 
BnUJng '($()00)1 (%Chg)!, ,($000) .' (%Chg) ($000) (%Chg) .. ($000) ,11(%Chg) 1 I .'.' . l,11 'II ,Jf/l iJI 11' nut~' o'u;' '"' 1f. )l rl f I 111 t j•II ~ 1,1·,, 1(' 
19199:. 144,078 . ;24,3.,." l44;078t 24.4 , .62,543 31.2 56,765 ,L26.9",• 11 , 'H .,,,'°i l, , dl ,1~ lk ' H::,· .. · .. ,t~Y 11 1.1 lrlJ\•,, . w:, tli •) 1 
2,990 t., , 177,529- 2.3.2 i 177i52~ . 23.2 78,553 25.6 69,424i u22!3 •I I Tlii~, COj11P,any, was :ir.icpr_ppf!i_tea on,t.~Q_,vem .~r 9' •. ~1.w .2 .ti:,~49£ \~Ril•lWS of 
2001 11, 307,429 '73.Q r, 307;430' 73.2 162,867 107.3 125,168,i 80!3 , l G:.o,nni:cJicut: . .l,, j:>egiiJ,l b.1;1~if.l(\SS 1,\Jf.l, March 9,,tl9~3.Ji I:~Jd, \Jl/n,~ll!)hal ,Qr 
2002 {1, 661,908117.3. 1 673\063! 118.9 296,471 82.0 249,230, ·99.1 Ill 1 $5,,000,,poo cpn~isf~ ,Qfr:'.i,O,QQO 90!!111)9,?,.~\li/rn~t!\tJ IQ\l par ,.v~),ll~ ,ea~h.' All , 
2003, \J ' ,.5}1,Jt~,ii:l.1:3A . ' 57~~9/ -14.9 63,979 . 78. 7 184,116'' -~6.1 ·, authonz~d ~hares. ,[!.!t;, 9u~s(a~i:Jing1,l·11)'\ifr}) 1;~i11,lft\\)'i~?(j J_;(Hli:; ' jl) 1'11111;. ., 
52y1 AGR " ,, .U.')'. •· l· !J7.i,o ...• , 11'1', 1· 137,7 ,, I 5.8 I ' .. I.Jl :l:i.? •1' I ,:r Jl'.,11 ,'/' :,,1/, l' •'t(! x:, ,,:qn,o, '.•d l·/.!b'.,i!W fl! 1l.lllWQ o'>ml ,,,[, p, 
Mchg l 11 ( , ·.~.'~ 393.S 'L- IL 394.7 .. . 32.3 .• . ~{1~7!!.< l il (nJJd \l l!N ,1 wi1twl:mL,.,,; 1JJ~d J h 1P i'FJl) ,> l06:>illv3it .\() Hutlhh),11, I 

r' \ 1, u, ~ ((/ O{}fH . 1>·,11 I,). . . 'I . . ' ' ,i,;f I 111'?, I .-,:m "\l/t~J f()(i \; ni MANA:GEMENT nnhi,ry hn1, )/1l!h11/l'r . l 
Reserve Qualify: Prior to.'1999; loss reser,ves had typically proved reasonaoly ; ,,All ofthe·outstanding·capitaJ.stock is hli'.ld,oy thelRoyal ,Insurance G:qmiia~)' 
ac¢urate, , witl!~Qn1» , modesh,redundanc"ies or, ,deficiencies , .being ,recprtled I : qfc ,~erici\f ,a' lwholly-owhe,d ,s~bsid.iaiiy :of RoyabGroup; Inc,, j8/ Il~IQlva(CJ 
'd11ritig (<1ny.,gh;eh', Y¢N1: lf:iw1;i[eJ1; :beginnin)t in: 1999, .thel c9mpanY,.• begmi, to ,, n !l:!ing b mpany.'JII''' p I j i,'1•l1<ilf1(>./ n, f(/< JJ. , ;m10!· . .-?, ,·, ,. ,,,,i'.1 ···1,1 ,,.,i:t 
recognize ·is1;:yete- l.deffcienciesAnit its j,iliscqn\i.nued. J\ursing horn~ '.lial)ility I 

1
},G>pedtio)isi, of , this l'company;1aud ,its,,piitenti, are · directediilly;,the·,s~ 

business,· written 'itii)j 998 '. I\PO'til9.9,9:, ,.by,,addingmearly ;$2(i million"·to, Joss~ ,r exe'cuiives that govern the,affair.s.otithe•Royal,~1SunAllianceJnsumn'Ge.G@lJ' 
reserves .in'·l 999! , Loss .reseFves have ultimately. proved inadequate by, sizable , , in tli~ United States, The ultimate parenf is ,Royal(~rS'un·Allit nce1~ ura:~ 
margins in each oftbe follow/~~:Ye.~%1i1l~llJ,d,iIJgin 2003. From 1999 through · Group pie. , 

1 
• 

1 
., 

year em;! 2003, nearly, $2~0, million of,adverse development was recorded, • • ·'t, :11, ~ ~. j ,., I ! 1\ll ,,l, / ,i . . , 
primarily on' tne:19?8\throv~li~ OOO'. a"cciden'(years/ although,reserves ifoMl:ie - Officers: President ,and chief executiye olf!cer,r Jolm Tighe; ,se 
200 l,~acci(leP.t t$le1it;!_wel-ti 111idrea$dd, by):'$ 19" )million last . year:1 'I A,M: B~stl president and. chief fipanciai 'officer; 'Josepli .'F: Fisneri. senior vif~ 
believes' thaH1d,verse,los's·,ieserve('cle\rbtopme.nt may likely continue to' 1mpactl and I chief operating A\[ker, Dennis w; ,Callill; seni.or·, vice presi 
results ancij ulfunately,.oyerall c'apitalizapon~ , I t , I ' ' 11 Ill Ii ' .• I 1, i' LIili gep~ra/ cm

1
1nsel, L'ati~a ~-La}Yrfr~e ( chief\~dffiJnl~trativ,e, '.<!,l't;\~er); ~e 

, ,;11 • ., , '/ /;,., ,111 "A't"I , t.cl .Ji l{niln1J ,,A, l,. ,,1, ,I., 11 , 1 , ,, ,, ·~· ,111. ,L pre'sldents, RobertJ. Dixon (chtefhuman resources off1c\:r)1.And~e 
, LOSS, & ~JJ.1E .~S~~}{.E D;EVELQP,.: CALE,NDAR,YE~ ($Q.9.0), r, , (financial risk officer);,Joseph t: Mistretia ( chiet claim's ,officer),' 
11r r fr · t • , , I 11' , , " Williams Ill(chief informatii)/i\officer); vice p~esident;~ii,~,cont!dl 

!/ '•[ d/iglJ 'Ji 1·~ev'clopt,P ·' Devel6p.• Dhvclop: "De~el p, 11 Unp~id 'l. ·' U1/i!a1d11
~ M! Davenport,· vice ,presid~ht 'and chief act'u. a .. ·1-v, Jtilin J.' .. 11111 

Calcndaf'~ £~ss1• ' 1 Rc!ervcs'l/! 11r1to 1• • 11, lo " to Rbser es I Res~!~·', ., d K 
Year.Jl!!f/ Resm cs •111 1fhri1 '03 .' Orig'. {%). '· PHS(o/o) I NFE. (%) @12./03 Develop .. '(%) presideflfS, I Catheriiw, A. (larlinQ"{ (fillall,C(UOfficer), ' Dav,1 ' . I ' 

J 11,l'. ll' , , I (rejnsurance); secret;uy, Linda, x. r e,,tt,.,i&ffW; treasurer, Gwyn w.Jul er. ,, ·1 998 •rn, .1'70,196 11148,924 112. •IJt 51.7,, 333.0 28,831 ' 19,41 • . 
1111 

,· 
1 

, , .. • •l)oscph ,. 
1999 Ld 1::-r l 91 1106l1' ·z53,,1l11ri, 1'77.8 ·ll !J04.9 " 14~5.9 89)882 ,1 35.5' ' ~irectors: S9an, A. Beatty'. Dennis W. 1Cla~ill, .RoliertJ: D1xon, ,hn'iilhl 
2000 t Ill' l(,5;194 ( 1300,534 ' 81 ,3 •1L IJ78

1
' 1' 432:911 11. •130,926 11 43.611 1 F1sher;'Laura 'Si Lawrence,An~re Lefebvr1t,I.Joseph J:M1stretta,l,\> ' ,1 

2001 ' , ll',227,'181 11.'\f 342;51:5 l ' 50.8 81A 1273.6 1 189,599 · I 55,4 Iii (ch'airman) James G. Williams III. '• ,,, 0 ·~· I , 111 · 1' 1 11 
1 

2002 ,1,lr i 263,l'21H· 348; 166_: 1 32,3 28:2 • 139.7 256,071 , 173,5 ' I l ' i'• ,· I , _ ,,, ' !, 11 1111 

2003 11" l, • 319,622 ' 319,622 ,, I' .. - I 173.6' , 319,622 , 100.0 · :I .J. '· 1 -~ ti It ) 
1 ',utr• · · ~ 1' '' •• ' 1 ' · ' 1· REGUL'.i\'.TORY ' 'I · ' per il,.,. 

Reinsurance Utilization: As a surplus lines writer, RSL utilized a significant An '~xamina,tion of the fm.· · ancial c,.'? .. ndition wa.' s:,.m.l ade as ofI)eJlJ. cem • 
amount pf ceded r1;:insurance in order tomitigate the imp11ct fmm large losses. 200 l''oy the Insurance Department of Connecticut. •An annual 
Nevertheless, the company's ceded reinsurance leverage of3.4 times is nearly C pers 
twice. the level recorded by ,,its surplus.lines peer companies. Reinsurance audit ,of the company is conducted by Pricewaterhouse :oo n'te~f , 

annual evaluation of reserves for unpaid.loss.es and Joss adJustme .,·. , · : · recoverable.s are prima{ily, from wen-rated reinsurers and have grown · ' U 
significantly in recent years ·due to heavy. gross underwriti11g losses and rapid is made by John J. Limpert, VP and Appointed Actuary. ' ... 'I IC' [111 ' 

.,.I . . . , I , . . · 1 0pe~a , , , . 
premium growth. At.year-end 2003,netrecoverables due from reinsurers for Ten,1tory: The company 1s hcensed m Conn~'<t1cut. It a ~o Al- A'-i~a. · 
paid and unpaid losses (including IBNR) and unearned premiums, equaled surplus Jines or non-.admitted basis in Dt, U.S, Virgin IslaMn J• MD. M1t~( 
182% of surplus and is high relative to the company's peer industry composite AR, CA, CO, DE, FL, GA, HI, ID, IL, IN, IA, KS,KY, LA, OK 6R, r,' ·

1 
of 130%! Paid losses recoverable, 'a balance sheet receivable, represented MN, MS, MO, MT, NE, NV, NH, NJ, N,M, NY, NC, ND, OH, '

1 
, , 

nearly 15% of total reinsurance recoverables. '.As a result of this high leverage SC, SD, TN, TX, UT, VT, VA, WA, WV, WI and.WY. ! 
ofrecoverables to surplus, the company is exposed to potentially uncollectible 
reinsurance due to possible future contract disputes. 

Period 
Ending 
1999 
2000 
2001 
2002 
2003 

1 CEDED REINSURANCE ANALYS.IS ($000) 

-----Comp.aoy•-,1----
Ccded Bus. ' Reins. 
Reins. Rel. Recov. to 
Total !(%) ' · PBS(%) 
252,325 43:4 '107.7 

' 362,608 44.2 223:2 
522,715 53.0 266.9 
925,132 44.0 181.8 

1,084,970 11.0 181.6 

Ceded 
Reins. to 
PBS(%) 

163:3 
317.1 
368,'7 
306.7 
342.7 

-' - Industry Composite--
Bus Reins. Ceded 
Ret. Recov. to 11 Reins. lo 
(%) PHS (%) PBS(%) 
48.1 52.8 70.4 
46.4 93.0 124.0 
33.3 110.4 159.6 
40.5 128. 7 178. 7 
38.9 I 13.0 167.7 
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REINSURANCEPROGRAMS . and 
The Company participates in the RSAU,SA Group per nsk nad 

reinsurance programs. Effective May 1, 2002, the group 'n et 
protection in place on a per risk basis for property_ I<?sse5i oo/o 
million up to $320 million with the group ~etauung_ jon, 
catastrophe losses greater than $40 million up to $280 mill ertY 
reinsurance program ha~ ~· co-pa~ticipation p f '.25.% for proiic;e p 
losses up to. a $270 milhon hm1t The ·expmng·remsuia is 
covered terrorism losses wherea.s in the 2002 program, terr~r rro 
from this treaty and a separate program was placed for eance pr0 

only. Effective May I, 2002, the group had terrorism remsur 

, ,II' . 
1111fs , ~ ...... - ...... 

1k 1,11
cUstock .. - :- ........ 'r~l &sbort-ternJ rnvest. 

tu ,1-affilmvasset.. 
oihiroo ' 

10131 invested assels ... -
Pfel1liurn balances ... .... , .... .. 
M,rued inlerest .... - ·-··- " 
Allolhcrassets ....... J .. . ... , 

Jolalassets. ,_ ......... - ,. 

I 

Lo~ & LAE res:rves ... , ..... . 
tlararnedpremmrns.~ .. -···· 
Condi1ional reserve funds .. 
All other liabilities . w .. .. , ·•· 

'-rotalliabilities .... ... _ ... 
r,pilal '& assigned surplus,:. 
V~L~i~ntd surplus;, .... \ . , 1 •• 

4 1;1 ' t: i' !'d ' ' o\!I ~ouev 10 e,s surp 
(1 r11 ,~· r, .~ .. ·~ · 1 

,J t;il/l~ili !ic; ~ suiplm 

I :I, !HJ~ '1• SlJ'i),Ji\o 
fi i·l tt'i' . . 

Sta len;c~I ~n;comc 
Pr«miumsearncd ... ;··- ·-·~· 
Lo1~1 incurred .• 1 .•• • ~\!.?. .\, 
I.AB i11,nrred ···- ············~ 
Un.~l expenses incurred ' .. 

Nrl ~111,ctwritfog income ..... 
N1t11m,lment incom~' .. !..~ .• 
Od11r 1nro~)e{f pense .•... ,., 
fre -lax oper inco~e 

a~liltd 11iiit!11gnfns :. ;: ::. 
~~OOli ta.1e,s incurred 

•· I ' " d'' ~" ~' 
Nrtinctime ·· · 

n ' "" • 111 ~' 1! '_-; -, , o.,, , , 

,Jtl'i~;--.:. 1 J •I 

it ,\ ' 

,\Heghany 1··/r 
1 

• ,:~~uranc 
,·tt.,) 



I 

6 
0 

'HS) I 

lmlustry 
Comp9sit1 

pass 
\3-6 CO<l'flnl 
onds Stt>'h 
0.6 12.4 · 
LO 19.1 
1.1 I 11,} 

·2.0 , J J'. 
,IA ~I ' I, 

', :if 

/ ~ for )?.r?perty losses in excess of $40 million up to $144 
11 a per 115 rbup retam1rig 259/oiof property' catastrophe losses greater 

1'11~~ :; 1vitll.jf~; up. to,,$100 million. ,W~rkers compensation losses .. are 
1,,1111'540 rP1 1 $SO million, excess:Qf $50 rru)Jwn. iI11der the2002 program, 
1r.!11 ,,red up.tO of $100. million up to $144 million, were covered under an 

'11Sv cesS · 
1~' ,, i11 e)( rrangement. 
"i''' floss a 
~,i,,so BALANCE SHEET 1 

ADMi'FED ASSETS ($000) 

.. --· ··~ ' .......... ... 

!11i 1 1 • ···· · I 
,,~11'. 011 Q1ir 

O 
• • BE;ST'S RA TING 

111
1Xlt~th1g 

0
f1A.mr;m of the group's ,Financial,Strength; it is assigne.d a 

, 1 
1\ • · ~cfer t . (ExceHent). The group's Financial .Size Category is 

,, \a1,,1 Pro O dthe Preface for a complete explanation of Best's Rating 
ce ure. . . 

1 RA TING UNIT MEMBERS 

h eu,, (AMB# 18621): 
'' ~ ••PANy 

~:1 L ~"llOna,
111 

• . 

'lod~ark An1ty Company 
I nterican Ins Co , , · • 

tiJ/\ I I' . 

RATING 
A 
A 

g 

~-t~~~li~l)ale, . RATING RATIONALE . 
~ %t1~ei-wlhe rating reflects the group's excelle. nt capitalization, the' 
\..:fn, \ hie) tng. Pfofitability of Resllrgens Specialty Updt;rwritmg 

~l,1~"llder;h Va1:1ous books ,of business, Allegh;my's,vital role ip 
~~lDilit/llctng the group's bl1siness plan, as ,well as Alleghany s 

\ and 'its hjstorical track re~ord , of profitably operating 

~I' . . , \ ' 
·~ll'f 

SlJRANCE JU;PORTS-PROPERTY/CASUALTY ~. . ( . ' . ' 

RSUIGROUP 

we!h:.ipitalized insmance subsidiaries. These positive . rating factors are 
parti~lly offset by ihe group's dependence on ceded reinsma11ce and exposure 
to vveather-re)ated losses. Given the strong Sl1pport it receives from its parent, 
along ,with the absence of dividend reqµirem ents and of expq~ure to losses 
prior to Ju)y 1, 2003, RSUI maintains a favorable position in creating a stroi1g 
balance ~h(;!et and flexibility in reacting to future business opportunities, arid 
as. sue~, tl~e rating o.u.tloo.k is view.e.~ as stable. · · , · . .. , 
,, J he .~aJmg f9r RS'!-)I Group con~1sts of.the RSUI Indemmty Company and 

it's wholly owne.c! reinsured subsidiary, Landmark ~erican Insurance 
I Company. The strong capitalization stems froin not only'ihe group's arid the 

parent's;risk,ayerse stance, but also from the amount-of capital availabltr at the 
nismance companies. With the acquisitions ofRSUI Indemnity Company and 
Landmark by Alleghany·Corporation on July I, 2Q03 and September 2, 2003, 

' respectively, the co,mpanies were capitalized'with'approximately $5 I 3 million 
and ~~5 million; respectively. 41 add\tion, the established infrastructure and 

I experienced bo~k of blJsiness that was move~ to !he group's paper in the· 
I secord and third ql1ar1er of 2003. have hrstoncally generated strong 
\ uii'dei;writing profitabilit~. It is anticipat~d that ,the hi~t?rical pro~itability will 

cRnt/nue underAIJeghany's ownership given tHe stab1hty ofmalia:gement and 
i t~~'(efen~i.on of claims ~no un~e~itmg staff i:i?st acquisition, · The fa~o~~ble · 
, ~~erwntmg re.s,ults ai:e' denved fr()m the : group's strategy of selectively i \0'911~ing on lii;ies .of~l1sh1ess it. u,n,d~rsta?ds, t Jiile:~nowing for.~pport'tirijst!c · 

I grQwth and contraction o'f bl1s1tless; while ge.reratmg l1nderwntmg profit 1.n 
th'e- ,face. of decreasing' top .. line 'revenue.. A.M., Best anticipates· thaf RSUI 

i Groupis strong .capitalizationand ,historical ptofjtability will..continue,under 
: ~lleg.~~?Y'~ 9wer~p ,and. is bas~d )JPC/l.1 th.e ex_peftati?~ ~hat t~f g~?,U.P;~, 
~~9~g~_ ' 1;~t 'W1)1

1 
,U.P,hol.d,'..\\ ~~~s1,1.lwl~ 'P).~h; : si.1sta1.n I?f0fitable operat~ng. 

earlim , ·ancl IDatt;\tam ad<':guate .eap1t11Ji1zat1on for the-raung. I ' 
··'.'THc gr~'i'!p's tie utive fa~tors . stein. frqJ!l , i~ 'e~tepsiv~ hse .elf q~qt~ sli'a~e 

remsurance and· the associated credit nsl< •to prote'ct · 1ts 'capital 1base and 
stabilize capacity. Partially plitigating Jh~

1
c,orn;ei;:n over the dependence on 

ceded'., r,einsurance, which ~i t'aP 'pproxfmately: 50% of direct premiums 
written/ ·Js· the' 'quality lof•the ,gro p's teinsunince· partners/·a's we11 ··as'1 the 
favorable! teuns' 1and' conditions· Of thcise!qtiQt/1 '.Shafe: reinstirance agreemcnis. 
Fiitth'elqi'6t:e,:l tlie1group's lweather!related1 and' ·event-related exposuresrare 
derived ·froin1 its; expijsure ;to '·hurricaii'esl and''eatthquakes:L•However; stro/igi 
cat,,stiojlhe re\Ii'stlran'ce tallci\1/s 'for the lpr8tecti9n/o:li'its' capitallfrom'ndverse ' 
\lo/ent' tanaHa i'l'latia'geabl~! riet-prbbable ,maxlmuml lo~s '{PMll) rela!iv~ to, 
poli6yhoJcler surphis: Nevertheless, ' A.M. •Best'\vilJ ·closely rilimitor, ·other, 
t'ac,tor~lthat·cim~e 1t11e potliritial'for lnegative impactsion the 'group's financi~J · 
strength, llncl\iclirig tbel pcrforma,nce1 of 'jts rcoiim'lon,stock 'portfolio!· written 
ptemilJm growth ilhd'los°S'reserve development patterns. ' ' 'I i 1' I 1' 

'}1{ t II ,, I I I' I ,11 h 'J I dHI-J If 11111.. lH t1· >1 

'IIOFJV]) YEA'.R RA'lllNG HISTORY 
nr,111:,:,·111111 ''''i "' Rating ns of July 22; 2004: •A " 

I . ~CIIIJ.Jljf ,·11 J 11,11,i ·• uest'S ' ,~rill If' . if ~IIJ LI Best's 
111IJ/,,l',·,,,l1 •1rl HDatc ·11!.t(ILRatij1g 'i'I 1, Dato a<".J·\1 Rating • I 

1/1 •I ti l 'II 11•1 1,04/26/0~ 11 r A,, I 11'; ' 1•1 09/23/{)3 '' A I•' , 1 I ,r 

KEY FJN~1N~1AE 1'~nicA'ToRs <sooo> ·) · ·. · · 
,~ II"/ I • ' I ' 1 ' s1at ,tory Dala-"'1-----'----- --

Period 
~~\'dj/1&;, 
!999·i 
2000 
2001 
2002 
2003 

Direct )'let.,.,, .,)?retax 11 , 
· Preimul"~ ' Premiums Operating 

Wri!\en Writ,(cn lnC/llDC ' 
/l s'!··· .r ·" I 1,, rt • 

I• 

531,753 622,911 83,570 

i:w 
lnco,m~ 

>11i···· · 

28,59.9 

Total 
Admitted 

Assets 

1,448,772 

Policy­
holders' 
Surplus 

565,997 

--Profitability-- --Lever~ge--- · --Liquidity--

Period 
Ending 
19~9 
2000 
2001 
2002 
2003 

Inv. Pretax 
Comb. Yield 'ROR 
Ratio · , (%) (%) 

... ~ 

62. l 28.4 

,, ,NA, 
Inv 
Lev 

27.3 

NP\Vfo I 
PHS 

1.1 

N~t 
Lev 

2,5 

CORPORATE STRUCTURE 
AMB COMPANY NAME 

' 12603 · RSUI Indemnity Company 
12619 Landmark American Ins Co 

BUSINESS REVIEW 

Overall Oper. 
Liq. Cash-
(%) flow(%) 

166.l 547.3 

DOMICILE 
NH 

%OWN 

100.00 OK 

RSUI Qroup consists of the . grol1p's lead company, RSUI Indemnity, 
Company (RSUI) · ., ·, and its ·reinsured subsidiary, Landmark American 
Insmance Company (Landmark). 

RSUI is a SO-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 liability, 
directors and officers liability, and professional liability insurance. Business is 

To view a company's complete BEST'S COMPANY REPORT, 
refer to BEST'.S}NSURANCE REPORTS on CD,RQM, 3533 

or go online at www.ambest.com/bir 



RSUI GROUP 

produced exclusively thrc>ugh approximately 150 wholesale ir\termediaries 
country-wide. Key classes of each line of busi.tiess iriclude: Prnperty -
multi-location layered 1'>rograms, builders risk, and business interruption; 
Umbrella/Excess - contractors manufacturers/wholesalers/distributois, and 
public entities; General Liabiilty - manufacturing/processing, whoiesalers, 
and distributors; Directm's and Officers liability - most classes of business, 
with a limited desire for Fortune·500 companies; Professional Liability- anew 
line of business fot ' RSUI Jnc.,: that' will targei' miscellaneous errors and 
oniission (E&O), professimial liability 'aild si:>me oiher non<'sfahdard classes. 

. . • • I ' 

. 2003 BUSINESS PRODUCTION AND PROFI'!ABILITY ($000) ', 
I I 1 , 1 

l'roduct Lrne 
F(re .............. ....... _ ... .. 
All(edLines ... .. ,. ... ...... . 
_Ot\i ).,rnb Occur , .1 .. . , ... 

Qth Liab Cl-Mad,;. .. ... , . 
Inland Marine ..... . , .... -. ., 
Prod _Liab Occur .......... . 
Med Mal Cl,fyiado .... ,~-- 1 
Co~1'l MnltiPerll .......... ,.. 
A,11 Other .,"7 , . ......... ,, .. , 

. Totals.. .... 1 .. ..... 1. ,-·-· 

ii r ,.., 

Pretax 
Period Operating 
Ending Income 
1999 
2000 
2001 
2002' ,1 
2003 83,570 

- Premiums Written-
Direct . Net , 
1'2'.i,970 " 

0

174,053 
&5,966 m,612 

154,036 I , q'2; 116 
6~,691 

, 28,~37 
28,592 

,%of Loss , I 
Total &LAE · 

, NPW Res.',. 
27~ ,, 19,356 , 
25,3 , .. 11 27,021 

I 21} ,I 45,091\ , 
10.0 

11, 1 • 

',·ml . Source'ofSlirplus Growth, I 
Totul Nh' ·. 'Other ': ',Cflalfi\e . PHS '1 

lliv. .I Con'tflb.1 'Nctof ' it , .. , Gro\vih 
Gains Capital Tax 

1
PHS (%j'l' .. 

:·, ... 
J . 11 

-L '1 

H ~. tl 
32,f20 518,660 

1·1: 11 •I ,'l 

QUALITY OF SU,WLUS ($000); " •' 

Period 
Ending 
1999 
2000 
2001 
2002 
2003 

Period 
Ending 
1999 
2000 
2001 
2002 
2003 

- -----·· % of PliS,~'----- I , - Dividend Requirements-" 
Year- Cap. Stock/ Stock-· Div, To . Div. To 
End Contrib. , Unassigned holder POI Netlnc. 
PHS Cap. Other Surplus Divs (%) (%) • 1 

l .. 
. . . . .. ~ 

I ••' 

565,997 91.8 

LEVERAGE ANALYS_IS 

Res. 
Company- , -- .- --Industry Composite---

j 

NPWro to Net Gross NPWto ' Res. Net Gross 
PIIS PHS Lev. Lev. PHS toPHS 'Lev. Lev.-

I .. , ... 
1,1 0.2 2.5 · 3.7 

C,irrent BCAR: 313-2 •· 
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Period 
Ending 
1999 
2000 
2001 
2002 

PREMIUM COMPOSITION & GROWTH ANALy 
·-DPW- - GPW--'-- - NPW-- S}s 
($000) (% Chg) ($000) (% Chg) ($000) (% Chg) ---...NPE 

(SOOO) I ,; 
,r,1 

.. , ·II 

... , h 

2003 531,753 909,392 622,911 293,810 

LOSS & ALAE RES_ERVE DEVELOP.: CALENDAR. YEA ,,, 
' Orig. Developed Develop. , Develop. Develop. Unpaid n ($001)) 

Calendar Loss Reserves to · to lo· Reser, lJ p,~ 
Year Reserves Thru '03 Orig. (%) PHS (%) NPE (%) @12/ii R~ 10 
t 998 D,,,rop.~, 

1

1999 ,.. ·I.I 1 

2000 
2001 

2,Q_oi __ 12~,597 _ 12,8,597 43.8 128,597 .. 

1

2002 ·' ... •·· · 

R ·· ut·1· • Th ' 11 ' ·1· IOtJ.o · cmsurance 1 1zat10p: e.grQup s overa goa 1s to protect its . 
. s~~ff/us fro~ ~.atastniph,ic fyents'. ~t,~!s? utilii~s'quota share reinsuriapital Md 

hhe~ ofb~sm_ess to cre_ate_~table ~apa~tty for its product lines and Ii nccon all 
~etamed lines to protect its. capital.,' 1As a result, the group's , 'u~'11!s ~ 1 
ce~sions to;tal aprro~i"}~t~ly 50% of dfrect written premium, Also[th~~'.1~tc 
1uo.ta sh~re !reaties l!)U~~. }~ the be_i:i fit _of the catastrophe pi·ogram:i; v,i~ou1 
~,RSUI s 'drrect busm~ss 1s . geographically spread throughoitil the 'uuii ·,, 

Stat~s. The gr011p utJhzes up-to,date . catastr?phe. models to under~tand ~~ , , :• 
exposure I to f catastrophic losses \-and momtor/measure · its accum 'rr 1 1 

exposm'<ls.1 Its•primaty catastrophe exposure stem~ from both hurric.,nJl 1 
e~!/llquak:es, !fowev~r,, these exposur~ -are. mitigated !~rough ex{eS$ pffJ!1 : 
remsurance, as well as catastrophe protection that has enabled-th~ grQ6p ~ 
iln'iWove it~ h'et catastrophe leverage·tc\' a very manageable' JeveJ.,IAs h 'r¢$li)t 
the !lroup's n~t P.f.9.~/1Ne;,1,11a?<,i~111111, Ips,S\lS. ~~¥1-,) ~te~ing from a 100,{- ; .,. 
hum cane depicted m a PJ'i:'IL aµalys1s represents less than I 0% of surplu~,,1 · 
~~~o~i/lt~drisk ?( tne:g'i:b'upJ !e\!!Sfrance, .o,µ_ b,9th.a quota sh.ar? an,d C:<C,,~ 
JOSS Oa IS, IS nu ti gated by ttie htgli-quahty 1of reinsurers U!thzed:"1 Ip '"~ 11Wt~HI. l< >lll" . .,bll»ltlL»llll!ll,l;UI M Ji, . ______ / ,,, '\, 
0Qf1V;t';.,1it_,.,~ CEDED REPiiSURA CE1~*-LYSIS ($000) LJI> , , , 

,, ·''f•'I"' ~ th:•1 :"'If"'"~ !(H•I Cgi\ipa~y:J.-l ' I~'· fl, " ' 1 c..'.......!ndustry Co~pb1l1i~•'• 
·tP.i1 '.mk·{IQided~? 1•1:·lbiiJ'.!/lWr 'f'ReillJ. ,1! ~Md, Bus. 1 1 Rei/is.I . , •'le 
Perlodb- ,!.; .Reins... Reth kl.Rccov, to Reins. to Rel. Rccovil · 
~~~ioi J:otal (%) .r ,,PHS('l'.o) P,flS(%) (%) PUS(%) • 
1909'tt T I',,, I''' I ·,, ' I ,, II • ' , 
'. ( I .::f: 1 t' •' .. ,,~.,'.>:) ,('" 19,.nt J I. J .' i I •••'.. 2oop1 e1.l1'' "'' ..• , . '!' ,· ' "' , ,r ' y-

2o'o)'~:h1c! \11}\• ·t~t i.f.t'il \ "/ ~· .. ,. . J n,f, 
200?'{,J . " ,", .,. I;• 

20
•63PL, · , .. , ' , ... 

'. 
l\\\\t,; .. 

" 
Unearned 

IBNR Premiums 
US .Affiliates ............. ..... ~ 14,934 138,694 

204,686 
18,230 

222,216 
361 ,610 

- ------Company----

Period 
Ending 
1999 
2000 
2001 
2002 
2003 

Class 
3-6 

Bonds 

1.6 

Real 
Estate/ 
Mtg. 

... . . J 

01ber Non-Affil. 
bwested I Common · Jnv. Anil. 
Assets Stocks Lev, Inv. 

0.7 25.0 27.3 

f 1-
. REINSURANCE PROGRAMS e for 9f~n«~ti'' 

The group mamtams ground up catastrophe covei agates IO Yo· ~ 
million excess of $20 miHion, of which it co:~artl~l)ayer of ,ii!' ' . 
August 1, 2003 the group purchased an add1t1ona ·]lion, fh' i 
protection for 75% of $50 million excess of $250 m~foliO th , 
maintains various surplus share treaties for its direct po 1 ooo/o , . 
bpnef1t of th_e catastrophe program. Th,ese mclude ~ biltlY, 101:J'ft , 
property 1:msmess, 50% quota share on professional ]Ja ta 511ar · 01,1 sl1 :,,, Ii 
and directors and officers· liability, and variable. quf; 50o/o qo 
policies. The variable umbrella quota shares consist O 

. 



Period 
Ending 
1999 
2000 
2001 
2002 
2003 

I I " 
I 

Period 
Endipg l' 
1999 
2000 

I·· 

.RSUI INDEMNITY COMP ANY. 

FIVE YEAR RATING-HISTORY 
Rating'as ·or July 22, 2004: A g 

Best's 
Date · Rating 

04/26/04 Ag 
09/23/03 A g 

Date 
07/01/03 

Best's 
Rating 

A 

KEY FINANCIAL INDICATORS ($000) I• 

----------StatutoryDala- --------­
Direct 

Premiums 
Written 

103,955 

Net 
Premiums 
Wdttcn 

603;680 

,--Profitability--
Inv. Pretax 

Comb. Yield ROR 
Ratio , (%) . (%) 

Prctax· -' 
Operating 
Income 

83,570 28,928 

Total 
Admitt~d , 

Assets 

Policy­
. holders' 
Surplus, 

·• ,'. 

... 
565,997 

. 1 
--Liquidity-,---·- Leverage- - . 

NA '· Ovcrall ·, Oper.' . 
Inv NPW to Net Liq. Cash-

, 1 Lev , fHS Lc.v. (%) • Opw,(%), 
l I ~.-~ I 

200( 
1 

, I I• • J I' i, 
I 2002 

, .. 
2bo3", r • &I.'9 , ,-'· • 2s.& • , 27:3 , I iii,.,,, 1 ,,·2:0 1 2oi :1 1• 448.2 

I lt/1/Jll JI!' ~ -; , fl' rll1 , I I Ir U LfH ·r· 111··, H1 I \ i ,-;'\ 

,,11• </Ii 111BUSINEJSSREVillW )11rl1 11 1 ., ,,, .,111i, 
Fofk' detaileu cliscuss iowofb11sines 'review/ lrefedo the report •of,RSUI• 

Gw~Wt I l . )(I n: l,·,;,w,· i! ?i 'Jfll,'!1(1,' / ~!IT :n,,1ln·il 
.1,'lzl)i)3 BUSINESS PRODUC'HON ANI>'IPR9.FiTkBIISiTV ·,soo'oj ,, I 

.'1p11 . ll'I,' 'V,.11'/ -1; f l! ' I, I), • . I)! 
%of Pure L 

· - Pre~1iums Wril!c - I ,Tola! , 
1 

Loss· &LAB 
Product Line • ' Dircci . ), • • ' Ne! J I ·NPW , . Ratio Res: 
Fire;J.!.'.1,.i)Jd.-<.>.1.1: .. :. 'I , , !11 '31,085•' I J •!tl69;J05 ', t l<, '28.0,.11 ;,i ~1;(,li ;, .i!J 1l l8;9.7J 
AUied Lines ....... ....... , .. 22,626 154,093 25.5 39.9 26,670 
0th Liab Occur, .. ,..... ... 39,117· t 11;l,2J;4~ hH' 21.1 43.9 4~,398 
0 th Liah Cl-Made ..... , .. 4,727 59,444 9.8 43.7 2P,865 
lnlani!Marine .... ,..... ... 11::1, 5,521 J 1 • 1, 3~,5.16 /, , 6.5 26.2 3;594 
Prod Liab.Occur.......... 29, 104 4.8 50.5 12,860 
McdMa! Cl,Ma,te ....... ,.. .1>: • • : , · , 115,527 2.6 , 35.8 4,252 
All Other.~ .... .,,._ .. ,_..... ----212 , ~ _ll. , _lli ___bill: 

Totals.__~ ... .. !.......... 103,955 1 I 'I 603,680 100.0- 37.l 1 ' 1
• ·1'33,827 

. . • q , , I 1' ! • ' l t1l \ 11•11 I 
Major 2003 Direct . Prenµum Wri<tings br, St11te (~000): Texas, $;t5,9~3, 
(25.0%); Illinois, $20,372 (19.6%); Michigan; $9,07~ en%); ~ .e\'f. ,.York; 
$8;114 (7.8%);·Peruisylvanili; $8,0,7_4(7.8%); 28 other Junsd1cll\)l)S, $32,3

1
76 

(31,.J %). I " I , , i , •I 1•, 1 

1 I Lt:11 i·'i 

CAPITALIZATION , ' ' ,'' 
For a detailed discussion -bf capitalization; refer to the report 'of RSBI 

Group. o• . "1 , 1 

Period 
Ending 
j999 
2000 
ioo1 
2002 
2003 

CAPl'fAL GENERATIO)'I J\~ALYSIS ($000) 
-------- Source of Surplus Growth--------
, :Pretax 
Operating 
, Income 

83,570 

Total 
Inv. 

Gains 

21,748 

. Net Other, 
Contrib. NetQf 
C~pital Tax 

518,660 

HISTORY 

Ch~nge PHS 
m ,, Growth 

PH~ : ., ('}',) , 

, .. 

This company wa.s incorporated;un<)er the laws 9fNew.ft/lmpshire on June 
16, 1977 to act as the vehicle for the transfer of corporate domicile of Buffalo 
Reinsurance Con1pany. from ·. Ne:w York, New York ;b:i . Concord, New 
Hampshire, effected on December 31, I 977. The predecessor company was 
incorporated on Fe]?ruaryJ5, .l867,.\!flder the laws ofNew York as the Buffalo 
Germ.ap Insurance Compap.y. 1 , 
, Operation~ were conducted under the title Buffalo Ins.1,1rance Company 
from :October 10, .I9J7. until Ja.nuary 2, 1975, when .the corporate name was 
changed to . Unio,namt1riGa Reinsuram;e , Company . . The title Buff~lo 
Rei,nsurance Company.was .adopted on ·February 1, 1977,_and.the current tltl.e 
was ~dopted on November 3, 1987. :Effective.May;2000 the.compan~ becan1e 
an indirect wholly owned subsidiary of Sw,iss Re America Corporallon .. . · · . 

On July 1, · 2003, Alleghai1y Corporation acquired Royal Specialty 
Underwriting, Inc:;' a managing' onderwrlting agency, rene~_al nghts to th~ 
ongoing business underwritten by Royal Specialty Underwntmg Inc; and the 
related unearned premium reserve • portfolio for · $115 million: To support 
future business to be underwritten, Alleghany also purchased Underwliters 

To view a company's complete BEST'S COMPANY REPORT, 
refer to-BEST'S INSURANCE REPORTS,on,CD0ROM; 3535 

or go online at www.embe.st.com/bir 

<I 

:j 

--



RURAL'COMMBNITY INSURANCE COMPANY 

Reinsurance Comparii (URC);from ·swiss Re America·Corporation. Sho1tly 
after the acquisitions, ,.;URC was .re0named RSUI, Indemnity Company and 
Royal Specialty Underwriting Inc. was re-named Resurgens Specialty 
Underwriting Inc (R$:UI Inc.) . As part of the transaction, ,Alleghany did not 
acquire any loss reserves associa!~d with business previously produced and 
earned by Resurgens. Also, to support future business to be underwritten, 
Alleghany capitalized RSUI Indemnity Company at approximately $513 
million. ' 

MANAGEMENT 
The company is a wholly owned subsidiary of Alleghany Insi.Irarice Holding 

LLC. The ultimate parent, Alleghany Corporation, is traded oii.' the New York 
Stock Exchange under the symbol Y. The company is managed and operated 
by employees ofRSUI Indemni~ Company. 

Officers: Chairman and. chief executive officer, James A. Dixon; president, 
Elwood G. Li,issiterHI; ex;ecu~ive vice pres.ident, David E. Leonard; senior vi.ce 
president and treasurer, Phillip S, McCrorie; vice president and secretary, 
Kathy J. Aberson; vice presidenfs; John J. Bums, Dorothea C. Gilliam, Weston 
M.' Hicks, 

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

REGULATORY 
. • , . . . I 

·:4,.n ,examina,tion of the finap.9ial condition was made as of March 31 , 200} 
by the Insurance Department ofNew Hampshire. An annual independent audit 
of the company is conducte<;l,b:i(KPMG, LLP. Anawiual evaluation ofreserves 
for .~n,Paid, los.s,~s:i.ind .loss adj~s!ment expenses ism\!de; by ,ly!jllini,!!n. (!SA, 

Territory: The company is liC!!!J.sed in DC, AZ, AR, CA, CO, DE, ID, IL; IN,' 
IA, K~v.~Y.il\ID, Ml, MS, lVffi !'ffl;·NY, NH, NM; NY,,,NI); OH,;0!<\ 0R,, PA, 
RI, SC, SD, TN, TX, UT, VT, WA, WV, WI and WY. 

. l Ill 

J JI ,,, ;, REINSURANCE PROGIµMS ' ', 
-For a detailed discussion of reinsurance, refer to the report ofRSUI Group. 

I 1 • 1 1,, 11, 

I , ; BALl'\.NCi:E SHEET 

" •,', I 

ADMITTED ASSETS ($000) ,,, ; ' 1·11' 

' •' •12/31/03 12/31/02 
Bonds .............. .. : .. ~ ........... :,,: ... .... ~, 567 ;596 , 
€0.\liw.onstock .... 1 .. L .......... ....... ...... , M 1o.141,513 .L 1, 
Cas? & short-term invest ; .. .. '.!! •• •••••••.• , . I 03,6&5 , .. 

' ' .,. Otht~nod°'.affi! invA~elQY.!?:f..t .. ,!!.'. :~~ ' ' .11 \,;99 ' 1 

~r~~en'(iiit<nlftliates~.: .. : ... :.:,~'.: . ., .!' 11 • 11 I I 61 1929 
(._'J , "i f.(, ~'1P!L;i, hell·'I 1'1t\ . ,~1; 11 i,, ."'il - ,- -

Tota mvested assets................ ... .... 878,521 
Premium balances , ...................... " .. _ 167,827 
Accrued interest... ...... : ..... .......... ,.. 111 1 _ I 7,765 
,w)9t9fr me\~·aq,,·, .. ·;·.~···1·,·~·1·,"·:" ·, ' 75 1,97 - --

' Total assets .............. ._ ............ -.... . 1,129,310 

, (Hi'·· LIAi3iu'-rrns & slm.i>ws ($000) . 

'" ., ' fiP 1-1 ,r ' 12/31/03 12/31/02 
Loss &,LAB reserves ........ .................. .. 133;827 
Unearned premiums ....... .. ........ :.n,, ,. ,. 313,585 
Conditional reserve funds .. " : ...... ~ ... ... 4,635 . .. , 
All other liabilities ............ ,., ... .... ..... 111,266 ---

Total liabilities ........ .. ... ............ ... 563,312 
Capital & assigned surplus .' ..............•.. 519,852 
Unassigned surplus ...... ..... . : ............... 46 145 - --

Total policyholders' surplus ........ ··- 565;997 . - --·-· 
'Total liabilities & stiiplus.: ......... .. . 1,129;310 

, , . I 

/ 

'03% 
50.3 
12.5 
9. 2 
0'.3 
~ 

77 8 
14.9 
0.7 

___j;l_ 
100.0 

'03% 
.11.9 
'27.8 

0.4 
--2,2 

49.9 
46.0 
4.1 

_JQl 
100,0 

SUMMARY OF 2003 OPERATIONS ($000) 
. ' 

Funds Provided'from 

I '02'/, 
lttl 

- -·-··' 

II ,, , 

'02% 
... 
... 

--

- -
--

Statement of Income 12/31/03 
Pi'eni:ii11its earned ··· ······-·······-·· 290;095 

Operations 12/31/03 
Pr~miunis collected ., .. ,~ .• , •. - ... ·476,073 

Loiies iricillred ..... .. :............. 107,717 
LAB incurred ................. ., .. " 39,789 · 
Undrw expenses incurred. .. .... 66,42'3 

Net underwriting income - ····-·- 76,167 
Net i,i.1vestn1ent in7ome ... ......... , --~7 _40~3 

Pre-tax oper income... ........ . 8~,570 
Realized capital gains.... .. ........ 1,776 
Income taxes incurred ... _ ......... , 56 418 

Net income .. ........ ....... .... 28,928 

Benefit&ioss related pmts .•... 13,271 
Net transfers to accounts ....... . 
Undrw expense paid, .... ·- ·--· 52,665 

Undr~ cash flow.~ .. .. .... ..... -.. 410,136 
[nvcstment income········ ·-·-····- _ _ 3~87~3 

Pre,tax cash operat10ns. .... ... 414,009 

Income taxes pd (recov) ....... ~ .. 
•Net oper cash flow . ., ....... ,._ 

41140 
372,869 
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Centurion Insurance Group ,
1 

RURAL COMMUNITY INSUIMNCE COMP AN,; 
. · Minneilpoli.s,i.MN l , 11 

3501 Thurston Avenue, Anoka, MN 55303 
Web: www.rcis.com 111' 

Tel: 763-323-2299 
AMB#: 02647 . 
FEIN#: 41-1375004 

. BEST'S .RATING . . 
Based on our opinion of th'e company's Financial Strength it is . 
l}i,st's Rating of A (ljlx~eHent). The. cmnpany's Fi.nancial Size ass1~qed ~ 
Class VII. Refer to the Preface for. a complete explanation of n;:,tcgo~,11 
system and procedure. . s 8 ~a.11i1g 

RATING -RATIONALE I "" 

Rating . Rationale: The · rating 1eflects Ru~al . Comn\unit , _" •.l,jj 
Company's (RCIC) sci lid capitalization, historically strony '' llStJr.nc: 
perform~nce .and th~ benefits gained f~~m its lead/I!-~ market pre~en~Pcn)111~ 
the multI-penl crop msurance (MPG:l) f 1eld. II, aµd1 t1011, significant t Wuluh 
flexibility arid'operatirig liqt1idity is aff<>rded thrdugh the. compan 's llll~~~,., 
parent, Wells Fargo & Company, one of the largest pubhclFtractfct / \tntalc · 
services organizations ,in \he µn~te~ ~!ates:' T:f\i.s r11.tjrig,also recognii~1

•
11fil 

added,l;>alance sheet protection proy1ded by an aggregate stop loss rcinsu ~ le 
treaty, which'minimizes the potential impact from s~vere underwritin 1J IJ~< 
and managemenrs knoVl'.ledg~ ana,',ex'~e~tise in, t111%i?hlt ~l>e4ializeTI 1.f Vqi 
m:irketp,lace:1,These ~o/ .. 1butes are ~x~I~I\f.4 .by,~ <::rc;:;s ~1~toricaljy f,n ~ra~I~ 
track rec?r.d,' prof1tab1hty ~nd sust~111e<\ '.surp)\ls grwvth.,Sd,~e~hd!' d'n~cuin• 
th~se

1
pos1t1ve factors.are the.~omp~~Y,'s'rath~r ~a~rp';Y pro~u~ mix1"refililiQi 0/~ 

remsurance,,and the potenlial for .UtJderwntl.llg . yoJ.i.itI!.1ty .. The.1(attcr w,i\ 
exhibited ~uring 2902 whe!l s~verefdr~~ght conditions,,!lf\1icting.~9st !'lh{ 
company's operatmg terntones, g~nerated a modest11 u.uderwfo11ii\' fol!. 
Furthermot8;- 'RCIC's performance ·is ,larg<;ly · dependent '11pon trnJ\ iQn I 
reips.ura,n?f• 1 ~ ~ic,h, !s ,.~o\11.e,w~a~ , 9q~fen!rat~d, .~ith three h_igl tx-r t¥ 
commercial re1nsurers! althougH,recoverables lare ·more1than1offsel 6 oM(~ 
bal~nc!ls paya!>le: ,,_~~fl¥1:,~PG'~;Pl<Pense structur~, which flows thrnuglithe 
on~~l\ti,ons of its 1mmedia~t\;Pare.µ!, Rural ,G!Jm,!l}-Umty Insurance .~ef.V!f9S (~" 
¥9~). is cop.tinge.nt upon,,c~dffi'g c,qmmi~~iq,1\8:, as weU as administra11vc3,11~ 
Ol(er~ead (A&O) sµb.sip je& pff?l(if,1.ed by (the -·.f,ederal Crop Instiranci;,~.Qlf 
Nevertheles~, y,,~ile thf group's co,ststrucwr , \S some\V~at elevated r,clu l1f ,.~ 
its .!v!PCI peer~! it i~1el\P,~Ctfe4 11lq iroprp.y~; .t,hrough m9~eased fc~ 1,w0;i: 
anticipated durmg 2001 ,and ~oypn.cl··~.s I n:sult of a. new ,\llllr ~~ fll1 arrangement with Fireman's Fund 'Insuran. re Companies. As a r~sult, 9• 1 

81
estviews RCIC'sratitlg'dutlo'ok''d~ stabie: . ' I K 
While RCIC ~ariked 1 sccond<aihong ,tlie · leading MPCI and ~rop rci•e~~ 

c?ve~age.insurers i~the United.S.tates du.ri.H:$~903; the company 1s ex6~~~f f of 
vault to, tbe .. numoerYone .. pos1tton·11as 1t>be~111s underwntmg 0J thisnc~ 
fire1111111's Fµnd, lQ.~µq1µce C.ompanies, effec\1ye July I, 2004. U~ er writinSl 
arrangement, RCIC is expected to increase its gross MPCI premmm 

101 
aRCf 

to. $.J bi!Jion in 2004 from $~85,million in'2003. The addit10nal predi~isloo of 
substah!ial cessions to the Federal Crop I!'surance.~orp. (FCIC), 3 be furth<t" 
the Umted States Department of Agnculture, 1s expected 1\ e(Zunclil 
reinsured with Fireman'.s Fund n,tain,ing 50.%, ):lmpire Fire & Ma\001111crci.il 
retaining 30% and RCIC fetainirig the· remaining 20% .(before nticipn1cd ~ 
reinsurance). As a result, RCIC's overall net retention is noi\ (gross) 11 

grow markedly during 2004. In · addition, RCIC's m~rket s J1 
expected to grow from 20% to approximately ~7,% durmg 200 · 

I 

Period 
Ending 
1999 
2000 
2001 
2002 
2003 

FIVE YEAR RA l'JNG' HISTORY 
Rating as of July 22, 2004: A 

Iicst'·s I I Best's 
Date 

05/17/04 
03/11/03 

Rating Date Rating 
A 11/12/01 A· 
A- 06/02/00 B++g 

KEY FINANCIALlNDlCAf~,iiil' 
· · talutory Data If tal I' 'h ,!-ti' · 

Direct 
Premiums 
.. Written 

398,302 
426,237 
423,721 
427,939 
471,009 

Net Pretax ' ~;11,d I l ,· -·l 
Premiums Operating , " . Net Ad ssets · 1' ,,1 · ~ : 
Written l9come Income ~39,os3 1J t'., 

159,226 9,075 5,658 542,1 49 ~· ,,) 
193,237 11,599 7,437 997 408 fi 

' 04. 7 ' 0 I · ' f 311 ;634 10,756 7, 1147,0J "' 
292,742 1;358 940 1'266,089 
395,268 12,034 7,888 ' 

2004 BEST'S INSURANCE REPORTS-'PROPER'f 

tJ \I I 
y/0;.S I 
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IMPORTANT NOTICE 

,, ' 
The information presented hereiµ i& prepayed solely fqr the confidential use of A.M. Best 

Company (A.M. Best) subscribers. For most irisurance' companies domiciled in the United States, 
the da,t? sontained ;yithjn is ba~ecl on each insl!rance company'~ sworn ann~ial and q\1ar~ rly (if 
available>, · finan'da! statement· as pr~.scribesl.- . by th~ Nati9nal Associa,tion ofi lns,urance 
Commissioners (NAIC) and• as filed witl1 the Insl1rance ·commissioners ,ofithe·states in Which the 
companies are· li~ensecl toclo busln~ss. These ·official financial statements are presentec!'1n accor­
dance with statutory accounting reqrnrements, 

,- ' l , l ' ' ( "., ' , • ( ' < , · ( • \ ~ t ,r $ 
Data related to companies operating outside '/he Unite~· States is presented in accordance 

with customs or regulatqry requirements 9t the c9unqy, of pomicile, ape\ there may be signifi­
cant variations in acco\'.Jn!irig !sfap'c\ari:ls . (,JI' J metMds\ of reporting Jfqrr\. loAe country to another. 
These differences are imbeclclecl in the accounting principles used, the valuation of assets and 
li~bi/iJies ... ,mc1 the treat!'llenr of ta.is,es. Fin~!JSi<!lA?ta, i~ .usu~lly rec6vecl in, the c~rrency pfth,,e 
counrry where the ·co mpany is domiciled, and oi.1 · reports are· generally presented ia- that c(1r! 
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 ye?r utiHzep ,by corn.l?ani'ts :varle§'acforcling to traditional reporting 
periods or regulatory requir~rrt~t\,tsj, )VitlJ11 sQn1e;of ¢ e;<;;agadJap,company presentations, por­
tions of the Canadian data are 'pro'iiidea by' l3e'ydnd 20/20· Int., 0tt'awa, Canada. 

In addition, our products may i1:1clucl_e, suRplement~l inf<Zrqi.ation obtained by us, such as data 
supplied in response to our ques(ionnaiteffe; {d1t~ cp*( in'j:cl/ ln state examination reports; audit 
reports prepared by certified public accounfants;' losir rese~e reports prepared by loss reserve 
specialists; annual reports to stockholders and policyholders; Generally Accepted Accounting 
~rincip)es (GAAP) ?~ Internationak At;,cppnfip~ ~t~pclatdr~sp fin~ncial statements! and reports 
filed with the Secunt1es and Exchange Colrmnss16n (SEC) m tlie Umted States. Meetmgs between 
A.M. Best senior staff personnel and compa1.1,y man~gement also provide additional and valuable 
in-depth information on the company's curf(nt performance and fun1re 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 fhe accuracy or com­
pleteness of the information presented herein, and no responsibility can be accepted for any 
error, omission or inaccuracy ln o:ur reports. . , 

A Financial Strerlgth !Ratlhk' 1~ ·,ah 1tJJJJ~c1e~{6bili!JJ*1f \ n 1 ~Jf;~r•1('ifnancial strength and 
ability, to, i:neet its ongoing insurance ,pollcy and _contract opli~ations. ,If is based on a compre­
hensi':~(qtigh)jtat~vJ 4.nc! 'qi.iali~at

1
ive ~valµJ!t101f ;fa t~pP-}p)f.ivts :):laJ(1_:e J IS:?et ~s;t:e:n.gUl:T<irterating 

performance and business·profi e. 
The Financial Strength Rating oplnion addresses the relative ability of an insurer to meet its 

Qpgpiqg,i!l§,~{a1:1fr ol;>lig,~t;i?{1S;;,;n1~ rt£iP.?),1,ar11..q9t.?ssj&nrcl. t9IJ1?~f¥tcs insHr~n11 :_rioliciyf ) Of 
2dn1:tactsvana do· not a't.Iaress any othet· nsK, llnc!l.idm~,1otit 'not·' 1111.ltd:Pto\ an lu/surer's · claims-
payment policie; 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 decisiciri, A.MLB('.s(reli€!s t 6nl tbi;d-p'arty :duthtecl financial data and/or 
other information provided to it. While this information is believed to be reliable, A.M. Best does 
not inclepenclently 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 investlnent advice. It is compensated for its 
interactive ratings from the insurance companies it rates. 

Copyright © 2008 by A.M. Best Company, Inc., Ambest Road, Olclwick, New Jersey 08858. 
ALL RIGHTS RESERVED. No part of fhis 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+0," AO', "A· ",n B++" and" B+" are registered 

certification marks of the AM,:_Best Company, Inc. 
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ARROWOOD INDEMNITY COMPANY 

INVESTMENT LEVERAGE ANALYSIS(% OF PHS) 

Period 
Ending 
2003 
20Q4 
2005 
2006 
2007 

-----------l.:ompany1-------
Class 
3-6 ' 

Bonds 

l.O 

Real 
Estate/ 
Mtg. 

0ther 
Invested 
Assets 

0.5 
0.6 
0.6 
0.6 
0.5 

Common 
Stocks 

43.8 . 
54.l 
47.9 
44.1 
40.4 

Non-Aflil. 
Inv. 
Lev. 
44.2 
54.7 
48.6 
44.7 
41.9 

HISTORY 

Affil. 
Inv. 

0.1 
0.1 
0.1 
0.1 
0.1 

Industry 
---Composite-­
Class 
3-6 

Bonds 
5.1 
3.9 
3.7 
3.5 
3.8 

Common 
Stocks 
37'7 
32.4 
31.3 
28.0 
21.4 

This company was ·incorporated June 20, 1920 · under the laws of 
Massachusetts and began business on August I, 1920. Business until 1927 
was confined to liability and workers' .compensation insurance written: on 
behalf of the Hood Rubber Company, Inc .. : Waterfown, Massachusetts. O(her 
member companies . and industrial risks were . ~9-en added to underwriting 
C()mmitments. In 1939 the company became an i_ndependent mutual company 
as complete severance of .the. relafiqnship with the. original sponsqr 
accompanied the movement of the horri.e .office to Newton from Watertown .. : 

MANAGEMENT 
Admi~istrat~on. of t!i~ .\:\lWP.a.ny'.s·.-11ffairs. is under the ,\ijre9tion of the 

presider,t,and chief exe.c)ltive officer, Pe.ter Gray, who joined the company 
~.ffe,ctive ,}1a~ch. 8, , 1999. Mr:. Gray has ov.er 40 years of prgp9rty/cas11a:Ity 
m~1;1rance e/{penence., 

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

11. : ,, 

Directors: ,,William H. Dykstra, James R, Flanagan, . Peter Gray, Jack A. 
Green, Brooks R. Herrick, George Iy[.Hughes, Robert.)?- Kelsey, Jr., Dieter B. 
Morlock, Dennis A. 1,'aren, Charles P.-Terry, Joseph Tosches. . . , , 

' . . ' . 
0''1 · · ,· · '• REGULATORY ,".1

1 

~;:'Kn ex.aminadon of the financial condition was ~ade ,as of Decem~ r 31, 
:t002 by the . Insurance Department of Massachusetts. The 2007 · armual 
iif ependent ,i a,µd it of ihe ' company . was conducted . by 
P,rice~~terhouseC~op_Jr~, LLP. The annual . statemert, of actuarial opinio\l is 
proyide,d by Ken!1eth·E'.;carlton'l{I, FCAS, MAAA, FCA, Milliman.l!,SA:_. :: 

Territory: ' The , compahy· ik licensed in 1Maine, Massachusetts,! New 
Hampshire ~rlo'Rhdde!Island;i, "' , · · '" · · ·, 
~; • • '),•: /I' '(, . .>L I ', .,i: . I , I' ",f:• 

REINSURANCE PROGRAMS .. 
.i l.?.giP.~UJll,llC:t'l1CQver11gt'ljis ,m_,iinq1im;d<fqr. ,rec:oyecy ,of;claims ,in excess. pf 

$:>00,000 up to $5 million with Swiss Reinsurance Corporation. In addition, 
Arro\'/: maintain_s, c1 $10 wmi,op. e~cess of$5.11);1i)!ion layer,provided;by Lloyd's. 

.,! 

· .'.!rALj\NCE S~.EET 
' I,,, 

I(' ( .: 

ADMITTED ASSETS ($000) 
JI O • 1 t ,I l ·' 

,(l! u > 
l•t,_ I 

,, ~ ', 1 t ' / I , 

12/31/07 12/31/06 '07% '06% 
33,487 29,333 68.0 60.5 
11,729 12,084 23.8 24.9 
2,83f 4,924 , S.8 [0.2 
' 158 158 0.3 0.3 

Bo~~:~~~ .. ..... . :: .. :~::.: ............. · ... ~
1

.;. ,, ••• 

Common stock., .. , ......................... .. .. 
Cash & Short-term /\lV,~l<-;"',"'" " " "'"' 
Other non-affil mv asset .............. .... .. 
Real esta~e, offices. : ............. .. _ .. ....... . 20 20 ~ ~ 

'roiai invested asset~ ............... .... .. 48,227 · 46,519 98.0 96.0 
Premium balances .. . , ........ .... ............ . 425 691 0.9 ,i l.4 
Accrued interest.. ....... ........ ............. . 442 385 0.9 0.8 
AU other assets .. -... ... .... .. ........... , .... .. 118 883 _Q1 __JJ 

Total assets, .. ...... ... .... , .... .. ...... ... . 49,212 48,478 IOO.O IOO.O 

LIABILITIES & SUR;PLUS ($000) 

Loss & LAE res~r;::S , .. -.... ... ... -.. , .. -.... -
12/31/07 12/31/06 '07% '06% 

i6,482 18,022 33.5 37.2 
Unear,ned premiums ............... , .. ..... 599 629 1.2 l.3 
Condilional reserve funds .. ... ........... 3 3 0.0 0.0 
All 9thediabilities ...... , u . .. .. . . .. ... - . .. ·3072 2 451 6.2 --21 

Total ·liabilities_, .............. ,., ....... ... 20,157 21,105 41.0 43 .5 
Capi'tal & assigned surplus ·- .. ... ~, ... , 11,055 l l,055 22.5 22.8 
Unassigned surplus ... ............ ,., .... .... 18,000 16 317 _lM _lU 

. Total policyholders' surplus ............ 29,055 27,372 ~ ~ 
Tcital liabilities & surplus ... ~ ..... ..... 49,212 48,478 100.0 IOO.O 
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SUMMARY OF 2007 OPERATIONS ($000) 

Statement oflncome 12/31/07 
Premiums earned-.. ,,_ .... ,. ...... 6,539 

Losses incurred ... , ... -,............ 2,818 
LAE incurred ......... ... ,.......... 2,045 

Funds Provided from 
; Operations 

Premiums collected • ................ . 
Benefit & loss related pmts ... .. 

12/31/07 
6,77] 
4,018 

Undrw expenses incurred .... _. 784 ' · 
Div'to policyholders.... ... ...... __ .,_,_l "-'l 9:.<c9· 

LAE & undt'w expenses paid... 3,10] 
Div to policyholders ....... , ...... ~ 

Net underwriting income ...... .. , -308 Undrw cash flow............. .. . .. -t:629 
Investment income ....... ~ ......... ~ Net investment income._, .. _ .. ... . _ _ .,_,l .:..:79'-'4 

Pre-ta.x oper income .,.,........ 1,486 Pre-tax cash operahons ....... 65 
Re~li~ capi!~~~ains ............. . · 2,120 
Income taxes incurred ..... .. .,.. .. --~ l =l 5 Income taxes pd (recov), ..... ,-... - ----.:!Q 

Net income •.• ,, ........... ,.. .... '3,491 Net oper cash flow .... ,.... ..... . 75 

-•-
' I 

'1 1 ·fl/ 

-.• I•~' <-

Ultimate Parent: Arrowpoint Capital Corp 
ARROWOOD.INDEMNITY COMPANY 
. ' '' ,, • '', ~ilmiligton~,o~: ,, ' ,. . • 

·-~· , 1 , 93~0 Arro:1ypomt Boulevar~,.~ha~.l~fte
1
~ 1NC_~8~73~8~~5 

, 111 · , . 1, , W 1;b: wvvw .arrowpomtcaptta~corpteom . . .. or, 
'.f e,\: 7~~~5~2-2000 , ,! .: 1 • 1 Fai: 704-52~-3,200 
~MB.9.:. 02:4:'8 : ' ' • ,. 1 ' '•" ' . '' JI~,, ~AJC#: 24~78 
U.1!1.'A~r~ t.~~l\\#i: s_sc:~69 ., ,, ' iJ " 1r,i . f.!l #: ,P : 53~~2~0 
',I I \] ,TIii i dl" I. II ~ '• \ 1,1;, 1 t • ·1·.~-1 ft·'~, 11 

11Tl11 l ,i, I 

I I_; ...... ~ I , , 1 1BESl1'S,RATING j 1 ; 1 1 1 I ''. ,I 

The i ompanr ~ .a.s'signed tpe cla'ssiflcation ofNR~4 (Company Request) as 
th'e'c'i>mpa:nyi.s' eligibhHor ·a rating; bu( req11,ested 1tlia0ts ratin·g not'be 
plibtisheil, Refer to' the' Preface for1 ~· complete 'e:iplanation , of Best's 
Rathig' s:ys.tcm and proccdurer .i ·• • ., ' ' 1, , t11 •,, , I ' 
Jlj• ~. j J'. J I t !l A I 11 J" 

~~,i:1 
,·~~ t FIVEYE~R.RATINb;i-h~TORY,,. '

11 

Rating as of J!,llY 2~t.~.0Jl~; ~-~ .. 

I ,t ;, , ~ t ~, l;n . 1 1 itHBest's ,-
. Date . Rating 

, , ,rr) • nl, ,Best's• I 11~ ' l 

Period 
Ending 
2093 . 
2004 
2005 
2006 
2007 

Period 
Ending 
2003 
2004 , 
2005 
200.6 
2007 

5-Yr 

D~_te 1 Ra1ing 
03/31/08 NR.-4 06/22104 Bp 

'03/09/07 ' NR-4 I ' ,, Pift,5/9:31• B p 
03/09/07 ' .C+p 

1 ,:'· 09126~03
11
\f' B+pu i i ,, I 

; ;'p9i28/0{ C++pu 09/04103 • -A'- pu I ' 05/09/06 C+-tp• 06/2~/03 • A-p 
02/24/05 ," ' C+-tp 'II, j ·1· 

, ,ui ,, Ii !1 111 ~- ~' 'I "iN ,1ll HIJ·1 ..... I 
•, 1 , KE'(,F,lt;'l~P •. Ii , .DIC:,:ATORS ,f$000) 1\ ,I,, 1 

---------Statti 10,yData1-------- -
Direcn,1·,­

Premiums 
··written 

-,·Net' 
Premiums 
Written 
· 1ao.i95 3,2~7,090' 

279,600 
:94,953 
12,585 
·. :802 

196;340 
-25;726 
-7,152 
-l,845 

--Profitability--
Inv. Pretax 

Comb. Yield ROR 
Ratio (%) (%) 
171.4 3.l -43.3 
255.7 27 -63.0 
27;9 . 3.5 -99.9 

-99.9 6.9 ,99.9 
-99.9 6.0 -99.9 

263.6 4.1 -89.6 

. Pretax l , ;/ ' J 
Operating Net 

Income Income ' 
... :58,\,675 · -31.s,,p14 

;5?4,97.1 -88~,964 
-402,501 -240,062 
-195,135 -266,724 
-351 ,816 -362,064 

1' 

, .Total , 
Adm,tied 

Assets 
8,303,736 
6,907,522 
5,291,523 

'928,290 
2,998,163 

Policy­
holders' 
Surplus 
i;514,104 
I 113,400 
1897,796 
576,409 
445,627 

--Leverage---- - - Liquidity-
NA Overall · Oper 
Inv NPWto Net , Liq. Cas.h.·., 
Lev PHS Lev. (%) flow(%) 
,9.9 ., 0,5 . . ,,4.8 m ,1 50.1 . 
16.7 0-2 I , ·5_0 120.9 25.6 
9,1 • • ~ t I ~ 

~ A,5 122.4 3.8 
, 7.2 'I 5.7 118.3 !6.4 

9.4 5.6 120.6 18,l 

(*) Da~ reflected within all. tables of.this report has been compiled fro,m the compa1iy-file~ 
statutory statement. Within se,veral financial. tab,l~s 9f, this report, this company is compare 
against the Commercial Casualty Composite. 
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2007 BUSINESS PROD{JCTION 4,l;/D PROI<'~'f Al31LlrY,($0qg) . 

% of Pure LOSS 
- Premiums Written- Total Loss & LAE 

product Li~e _ · ' ' Direct Net · ' · NPW• ·' Ra'tio· Res. 
com'IMuluPcnL...... , -76 3,103 -99.9. 999.9 178,914 
Wor~ers' Con!P.,·· •i· •·"" - l,880 425 ., ,23.0 ,~9,9 409,634 
Oth Liab Cl-Ma~\.... .. 274 269 , '.-14.6 11 ,-99,9.; 1511604 

49 . I• 65 -3,5 ,999:9 \4;099 
fire,;,~:·- :·.·.;";".,...... 24 30 , -1.6 ,999.9 9',401 
Allied Lmes :·:··:·........... . 
prodLiabOceur," •. " .. ,. 1,060 -16 · 0.9 ,-99 9 95;901, 
surety ...... : ..... : .. ,......... 113 -85 , 4.6 999.9 -1,692 
Comm'[Auto Ltab .... ... 341 •' •'; -117 1 6.3 ·99.9 42,068 
Inland Marine .. : ......... ,. 251 ' -126 · 6.8 999 9 3;002 
f(omeowners .. ........ - .... 163 · , -359 ,, 19.5 ,999.9 4,727 
Oth Liab Occur "''"'"'"' 77 -431 23.4 959.0 351;681 
Al[Other.: . ..: ... •......... ... ~ ~ 249;6.1 • -99.9./ ,.,, ,: .1'3.2,232 

Totals..................... ,-802 , -1 ,845 I 100:0 999.9, 1,391,471 

l\llaJo/~007 Direct Premium ,Writi,ngs by State ($000): florida, $2,5,75 
e>9.9%); R)l.qcle island, $266 (-33.2%); N~braska, $238 (-2,9.6%); Montana; 
$165 (-20.6%);,, .Oregon, ,$157- (-1 9.5o/~)1,47 othcrjurisdictions, $-4,206 
(524.8%); Canada, $4 (-0{5-/Y.,). , , , , 

" CAPITAL'GENEI~:}TIO~ i~~.NALY~~s ($OD?f 
1 

-------- .Source of.Surplus Growth--~",,,----= 
Pretax Total Net Other, '' citange 

Period Operating , ... . Inv. ; • 1 - Coritrib.J;, ~ Net of! t ,, VHitL 
Ending Income Gains Capital Ta_x PHS 

PHS 
Growth 

(%) 
4.3 2003 ' ,,5,81,675 718 184 324,000 ',',) 94,386 . 62,894 ,,, ,,, :.. - f~1nv'<"' <~ 2 .. 

2oo:i. 111 -5,'.?~1~1 1 ,N ,rr ·v:5,6,556 t~..u52,I69 -400,705 -26:5 
20~5, 1 -402,501 152,8?4 ,•~:5:171 r,~.i

1
~ 39,174 .• 

1
-21_5160L ,d 9u4 

2006,,1 ,•195,135 . -168,753 ,.. I 24,263 1 It '· 18,238 ',-121,)87 ,,, ,; 35.8' 1 
2,0,07, .. , , -· -351,816 :, -131 ,662 

1 
,'",287,500 :• • 1•

1 
65,196 -J30,782 -22,7 v" '-,,- .. , " u .... ~, .• , H, . ldilA ~lJ, , ,,,,ti 

~1Y,r~ , t<2,056,099 1,(1 86;205 1,.~68'11148 , 1,,~7\16
1
3 ~l,,OQ.5.~8J.,,,1 11 ·.·; 

LOSS & ALAE RESERVKDEVEUOP,: C:A'lJENDA:lt•¥EI/\IR ($000)' • 
Orig Developed Devrl9p1 ~-Pl!veJop. Develop. Unp_aid Unpaid 

Calendar Loss . , Reserves to , . to , 1 to , . Reserves , ij.es. to 
Ycaf' ' .J) 'R'esehiesl< ' !fhfu1<i'r' I 0:il~f(o/,) PllS l~W NPE'(%) IO'@l i 101 1

' i P6v~l9p1
; (o/~' 

2002 ' li;i, (sbt\1~4911115/iis/ziig Hmlf4:Sl' ,. 4&,;t li.• 2da.s ~.rr 1,, ~78;091' , _tm<fs,1J11.,i 
2003'• •.' ' )! 3'in15255 10'4 ii4t 185l!'fl0'2J]0 1"'l!,/5~.6 ' 1'-'13 lr:8 I, ,1l' 1ifo'2(olmmrAA~1A) 
20M •ll i , •13;410'.611 <. 1J.i'.9,.'1[6r~·1ib,Jlf:§llJU bq~JIJ~~~:1 ,,,111~230~1iso·~:rrniif4'il;.: 
idp'f l !l I• >~;3'9~ ,m :1.;·~/!3','6\9) !~IBJ' o11P..4d.d6!c\om'.cjl' IIJ l!J~2~.6!0flll ~ lc,<J~~&;2T ! 
2M6'lc11 ·1:•,111,158!,9~ .01984;0/i2!<1 211i:8!"Y-,fl~j~!l~.rn~!>'~!?1~w .'Jt2'.53?3~1'<1~!01'6H•P 
200111:,o) 1{~1'7{61S l[l 1{111t~1's1I'- ,if!:~mJtn · i~ r~~:9~/1t:,11;!!'f'l:61SJ }fl 11J@?lll 
'(lll}qrr.1l'J• iPM'liJ?J11 ·~Jru1cv1~ i,ru, ('(imt1mo:) x1111m~llnH~'(l)}l,as 11wu11J xh~Niw1) 
i,no11 .. 11A '( IZffO?dREINSURA!Nt;;E1)U!OO\'..lilR:MllLE&(-SOOO) .!)'l(ilhllH 10 
., h ,, '11/YI :iA .EOO, J'.1flV p 'd &'fl !'I C, ';'.1r)., • 'll'J) '(QQ\j(1'TO' ) l)'.)l!l;lf.flrll ~'.•f' i l i1tllh'J11l2 
J...•1•j1, i ... ,.,J1bb.R Ill ll<Ji1Fij;a1c!' ., l 1,ui!ln,;,:, l.VRel{,!m41·U·1'.lJ{)1liar'JilJ ,f''liJ!.Jili«'f;' tl 
,1• !'<11: ,11 •• , •')f i!' ·10! ?-1101:! Losses -, _i J :, lBNRIIIP''HPfemitfui\Jni()(;Re'c\lv- ., 1•1<r,Rc6ls\l. OI 

USAffiliates.:!L~!!l!!.\t !!'./11 1< 1 '' l 1;141 i r, •rrs;o52' ·tr, ltt~!lll.331 .Hoi'l&1:1bJy.mf! b~2611~b 
US Insurers ..................... 600,706 311,766 2,323 -2,32f 1Hur91-2

1
l!74 

Pdol!/As~'ocidtioris',~tLY ' •.l,139;904 I 1'rJ[Oj84 1aJo~ t ll.,128 U•.f.lTW '!_36.4!•HC)'.) [S3;510 
01MrNcin'\IJs.rn-.:,wJ.. jJ. .. _;, m ~,.646llI', 11824,5Z:11 ' I ~dip ijs t~~,, rs42,542 11·.,~1ws1:02s 
,·y l~i ( J'(Js 'mi~'';'i!:,:',l: \ ' ti '161.-t.~,·rr, :iJ •li"tl ,r1, ii,~:~·> ·~n~ 211'.1 ,'j •7§'006 
Oi:01ittl••t 11 ••. I ~ ,r. l I 1• ,1 11 I ;.': , , . 1' ,..,J \' •f-) _h,•,o f ,j •,:.i ·r111·.1"9'l'l: ·',U~ t'"\ ~,:'• 1 
, . I' Offtl )lc:~·-----------.. , 1 ,522,397.~ .. ·l,~), 83 ('·'i·11 ?, lu 1'·,-845;z 1,, r)(l t90.5,169 
•r II l II j t-:•t 1 11 , IH .1.:fl(ilif: 1•, 11 -1 • 1 ~ 17~ .o ,: :.! t,;.,1111 , • 11, 11~< ,~ •,., 

• Includes Couun1SSions less Funds With.h.cld 11 rl, '•1t J ;,> .11i <,, 11 : . f ..,~no ;i,,. 

' '1111;> 1' I Ii /',,' j/, i " 
11 ' 111 •11 ,r,11111 111 • 11J.~·IHlS'FOR\''l"I M1,1; ~wi,m;%JJJ(1~d/loll/, 

1 '.0!1 March tl ,0!2007,,liRoyal &,rSun ·Alli;mce .lnsumncB Group,plc ·(lil11ited 
Kingdom) · co'mpletedt 'th~1saleloli iis'U S,, operations 'to ,Ar(owpoint Capital 
iorp. ' (Arrowpoi1;1t ,&ipital);11a .~.egi~tered , Delaware. c?rjjor~ti~n:ifounded, by 
S oyal,&,Sun'Alhance US! ~emor,.managers•ahd ·outs1de directors: Royal•& 

(An Al(i,a~pe U$A Pogl,'~ P~.ffi<?, w.:i,~1t~1n.?~~nge~ t~,Af~O~P?j.~t sapit~., .r ~\l\ 
. rro"'<IJomt Po~!). T~e.~rro~o,w Pp~! WNtr~mm, te,i:I effr,C~!Y,f ~C?B!f?1!i,<rr f Oc\ f 90,? fo\lo;,ymg, ,th~ ~ ~r.¢er <:>f the, ~p ~em~w1,ng poo\ r:rl~II\oers,, Ni~~~q?,i:I 
n ell!\llty ~omp~w ,((o~wirly kno~p as R9Y\l,!. r11d~mwty ~Oll).J?apY,J. ,an4 

~ecunty,!11!\urance,O,'impiu;i.y_o(H~rtford. Arrowoocl;Inde,l!111ity c;omp,any and ? I 00% su~sidiary A'rrdi'.\iod,Swpl(is .Lines !I/~Ur~p.f-~
1 

C,~lllP/1,PY nav~·~ei:n'. t 11.\n;off smsi; 2003: 1~ ~art , of_t!~e ,. tran~a~i1011, ,ir.~ ~9r,rn~r .p.,K'.,._ 1,w~~t 
Cont.nliuted $?87.5 m1lhon m atld1tt?nal capital to tne '_group . . Arro\Vpomt 
capital ·, acquitedl the ,,US., operations· .for •·.$300,.m1lllon 1•'Jn ,,deferred 
tl~nsideratioi:t,:paymentiofwhich,will be base.don thefuture 'performance,of 

e run-off. . · , 1, 1 : ., , . ! · , ; , 1 1,r1 ·I,, 
D The company was incorporated 011 December 3, 1979 under the laws of 
coelaw:ir~ under t_he tempora~ title ofRoyal ·In~emnio/ Co111pany ( a D~l~ware 
th!1'tabon) to_ act_ as th~ vehicle .for the_ transfer of th_e 'COrporate dpm~c!le of 
Del oyal Indel111!-1tyCompany from New York; New:.York, ,to W1lmmgton, 
incoawa,re; effective ' March,· 31, 1980: , The predecessdn . compaQy ·':was 
btts· l'J)orated September 30, 1910 imderthe .Jaws .of:NewXork.cit commenced 

lllcss February 15, 1911 under the sponsorship of the Royal Insurance pie; 

200s BEST'S INSURANCEREPORTS-!PROPER'fY/CASUAI/fY 

1 ' A:RROWOOD:INDEMNITYCOMP.ANY 

London,.< currently kno~n ~s ~.pyal & SU\l ~ lliance !nsurance Group plc ). The 
current title was'adopted on September 15, 2007. · · 

< • , • ,;1 ,, . 
In 1949, all the outstanding capital stock of its companion,carfier,. E\lgle 

Indemnity Compi!ny of New York; was contributed· .to this c:ompany by the 
parent organi~ation, -R,oyal. In~urance plc, ., ,London, . England.,_T,he two 
companies were merged on June 30, 1950,i In July 1996, the compimy]s 
ulti.mate parent,. llOY,iil Jnsurance Holdings pie, merged .with , Sun AUiimce 
Group pie ofLondqn,.f,:ng\;µi.d tofqrm Royal & Sun Allianc;e,I1111urnncp Oro.up 
pie. P~id-up capital of $5,000,000 consists of 50,000 comi,n~?, sp,ar~s, ~\ $,.1~9 
par value each. All authonzed shares are witst~nding, ' ' :, ' ' . . , I" i; 

,. 
lill ' ' 

MANAGEM~NT 

Offi~~rs: President and Chief Executive'Officer, John Tighe; Sei1icii 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 Reso1irces), Julie A: Fqrtune (Claims), 
Andre Lefebvre (Financial Risk), Da'{id D. Shumway (Investments); Vice 
President and Chief Actuary, Danie.I R. Keddie; Vice President and 8ontrqll~r. 
David M. Davenport; Secretary, JLinda YJ Pettigrew; Treasurer, .ffiwyu WJ 
Futl<~f:. ... :·. -\ ... r ·1 1

1 -~~···iii. ~~I~, ·;r.t,~ ,· ~1·· 

11 II O I U [1 ~/ 

Directors: Stlan A_. Bpatty, Rfl}lliS ~.,p h11i: C!\t\\~.1;in1:A Carli po, Michaef J. 
Crall, Robert J. D1xqn, Julie, A. 'Fortune, Andre Lefebvre; James F. Meehan, 
Edward t Muhl, L~r'ry G:1Si1Tll1l"on~;rJolin Tighe (Chairman)., ., I . • l' . 'I 
t It I j• J • ·,.· 1•10 ... , l --·l \ ., 

,;,, d );_ )],' ,i ! 
f' ,, I \ \ ; ' ;~ 1,,) Q<l.\:<:C 

'REGULATORY, 
Pl l.:, . ~{,11 .,J 1· .. ' •, . ,,1ll 1,J l~J.:r' I ~:1~-11-, 1H·r",,,•~n t;t•'••,,1lf' 
. 1}\n ~X.i/, atJ9IJ; Of the/111anc1al1pond1hon1'f..llS.r,J.i)pe M:Pf,Q~~ll!!)~\lF J,\1 

iqQ4, byitl1<i, q~ur~!Wf, DeP,art!llent ofD.plaW\lf,¢. The~i ,007 ,a111l\lll.l:111~ep1e11,<fi;l\\ 
au,dlt of the company was conducted by PricF"'Yi!l~r~.<m~e_<;:qom::r~,.L!;,,~ ,tr.~ 
annual statement of actuarial opinion is provided by Dame! l;l. K.edd'te, Vice 
Pr,esidt:l),t !Ind Chief Actuary, L , , l U :,\ 1)) ,.:1 I ,: 'l '· , 

' , , ' I • i ! ·tlof. i , 11. :i ,11 tnh , 
Tt;rritory: The copip;iny is licensed in the Dj!Jl~ipt of Columbia, Guam and all 
states. The comp~Y,,is also licensed in Cani!dll,~ · 1.-0 ,, , 

HYif • .i.:,1~ I ta -~'/ J ·~O\P l}J1 11 
, \• r 1 ·, ,·. \I: , ! ll ;1{(MO\tti, , .. , \, , 11 

I , • lfAD\ NCE SHEE)'}l · ,•,\'{\\('Q\tli • ' ,• 
' .;, U11 ,.flt,{' hi 11 • .,. J I ',dl\f.!-W;>, l ' j ' I 

!. t\"1'-- i\11 ,)(1\('lNO 
' ADMITTED ASSETS (SOOO)'<N!:~-0 ·I·, • '1

: 

( tHHX~} 51 • ~!{lYil .lAl' )V1.M '!F! v:;rn ' 
.11 oi'r}1'1"'·· 

, ... 1,,: ,1·1 

BondS11: ... , .... ..... '1.1J J. 11 ' ,1' ···· '""'·"· ~·' 1·. 
Preferred stock ..... :! .. :.:: ......... , ..... .' ... '."' 
Cl '·) ·11 • \./.-j, ,' I) 111 1) jl 

, orn~1?n stocL .... : .. ·•·r·-....... i~'.:i'',i)'" 
Cash & short-term mvest .................. .. 
Rtal CSt'a tc, inv~ithe'nt: ... ........ !!~.~:.".: .. 
6tller hon-affil fo{asie't ............ 1.: .... \ .. 
fove,itments in allillat~L ....... :.~:1D.,,. 

Total invested assets. ....... - ... "-·~' '' • 
Premium balaiicesY)'.,,-.. '"'""' '"'" '""" 
Actf~ed interest·~!. l ........... :.· ·~: ... ,, ,,;,1,,:~ 

AH ~t!1Cr assets,!~.,.t .......... , ... 1~~ . ... ......... '.i,.,' 

, Total assets .. .. ............. _. :•M.--· .. -~.,~ ... 

12/31/07 
2'0'i8 '230' 
' i5fi10 

,18 /(111 
Wz52,91s 
05.(J I,' 9 

8l •' '9,071 
I, •163,962 

2,598;197 
18<518 
24!238 

367,209 

2,998,163 

12/31/06 L>!07o/o 
·"2 575'985 •·1 "1_0:dl 1"6'i1!29 "1"1'.~ 

'
1
• •1 ' ·115.563 ' 1 1 · o:6 

433:674 _ ,,,, · ( 8.4 
' ~~ - 34 V,'. l- o.o 
t.:: ' 10,392 W 0.3 
0 I • 262,564 ~t __hl 

3,3/;7,34U!~ ·r 86.7 
, 1 f 1'! 33,01'1 I 0.3 
11, , 30 039 ' t1110;8 
· , 797'9&0·1 12:2 

I - ,- ,- ,,-

4,228,290 ,1Q~.o .,. 
, tl11 

LIABILI'fIES & S,URPLUS ($000) 

Loss & LAE reserves .. ·-··--·-·-· .. --~· 
Unearned premiums ...................... _ ... 
Condi,l/f!n~l 1es~ryc, funds ........ _ ........ , 
All other liabilities ".-·- .... .......... . __ , 

12/3 1/07 
l,391,47i' 

17,735 

L 

. , I .67,49~ , 
l,075,838 

I I I ,1 

12/31 /06 '•·· ., 
' • ' [ ,870,840 I 

31,508 
I ,, 7q,568 
1,672,965 , 

'07% 
46.4 
0.6 
2.3 

___ll2 

'· 

'06% 
44.2 
0,7 
1,8 

39.6 

T9t~l liabilities ........ - ... , ............ . 2;55~,536 
3,676,222 

-3,230,595 

" 3,651,881 
. 2,727,941 

-2,151,532 

576 409 
4,228,290 

85. 1 86.4 
Capital & assigned surplus ..... ,._ ...... _ .. , 
Unas.signed surplus ..... --...... , .... _ ...... .. 
. ffotal policyholders' surplus .. _,_,, .. ,_ 

' Total liabilities & surplus ........ ... "" 

445 627 
2,998,163 

To view a company's complete 
AMB Credit Report · Insurance Professional (Unabridged) 

refer to BEST'S INSURANCE REPORTS on CD~R@lvf, 
or go online at www.ambest.com/bir 

122.6, 64.5 
. -99.9_. : , -50.9 

---1!2 ··~ 
I 00.0 . I 00.0 
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ARROWOOD SURPLUS LINES INSURANCE COMPANY 

SUMMARY OF 2007 OPERATIONS. ($000) 

Statement oflncome 12/31/07 
Premiums earned ..... ...... ~ .. - ·- I 1;929 

Losses incurred .... ........... .. ".. 161,971 
LAE incurred .,:................. .. 142;770 
Undrw expenses incurred ....... 115,176 

Funds Provided from 
·operations. 

Pr~miums collected ..•. !.~•-·-·-·-· 
Benefit & loss·related pmts "'"" 

LAE ·& undrw expenses paid .. . 

,, ' 
12/31/07 
: 24,032 
515;513 

290,082 
Other expense incurred ......... , ___ · ~-1=5 

Nei undetwrititig income... ...... -407,973 
Other inco1ne/ex(\elise: ..... , ... " ---"~ 

Undrw caih 'flow ..... n, ...... ! ..... . 
Net investment income..... ........ 175,144 · lnvestmeni income ..... .......... .. 

-781,562 
190,082 

-118,986 Other income/expense._ .... ,.... -118,986 Other fncome/expense ..... ..... .. 
Pre-tax oper income ........ ,.. . -351,816 Pre-tax cash operations ...... .. -710,467 

Realized capital gains .....•. n .. · · • -59,104 
income iaxes pd (recov) ...... .... .. Income taxes incurred.. .. .......... -48,856 -52,183 

Net income ... .... ...... .. ........ -362,064 
'• 

•• 
' ''JI; 'I I 

Ultimate Parent: Arrowpoint Capital Corp , · ·. ":. 1 

ARROWOOD SURPLUSUNES INSURANCE COMPANY 
. _, , Wilmington, DE, . . , 

1 
9300 Arrowpoint Boulevard, Ch'arlotte, N.C 287?3; ,. 

. Web: www.air1owp~iritcapi(alcorP,.COm ' I ' - ' ' • 
Tel: 704-522-2000 · ' " · ' Fax: 704-'522-3200 
AMB#: 01745 NAIC#: 41807 
Ultimate Parent#: 55269 FEIN#: 22-2429452 

BEST'S•ru\\TING 
The company is assigned the classification ofN~~4 (Company Request) as 
the company'. is eligiblffofa rating;' bµt ·requested·that its'fating not·be 
published. Refer ' to the Prefacidor a' complete'' explariatiori of Best;s 
Rating·system and procedure. • ' " ' · · ' 111 , 

' ... 

Period 
Ending 
iob3 
ioo4 
2005 
2006 
2007 

Period 
End_ing 
200) 
2004 
2005 
2006 
2007 

5-Yr 

< ,1 ' !l,1.1 ./L ' , I, ii'. I' 1·1:11: 

FIVE YEAR RATING IDSTORY ·, 1 '•,1, 1. 1,. ,• 

Rating as of July 21, 2008: NR-4 ., '·,) .('I B~rst\ ,,·, r ! ..... I j ·"1BeSt's 
Date Ratfng ,, · 1 "' ' 1,oate' Rating,'•· .. 

03/31/08 NR-4 06/22/04 B 
03/09/07 · NR-4 11/25/03 B 
'03/09/07 Q+., ! P ,'. .l')Y;Q9[;ip/0JJ B+ u 
09/28/06 C++u 09/04/03 A- u 
05/09/06 . C++ . " 06/25/03 . A-
OV24/05; 11· ., /ot+ , , ·,l,i, (1 ' • ; • \NU, 

KEY FINANCIAL Il\JDICAT~RS ($000) 
--------~,iattitoryData------- -­
·Direct 

Premiums 
Written 

572,172 
-7,742 , 

, -1,419 
-381 

. Net 
Premiums 
Wdtten 

63,079 
f , 56 
-5,929 

:, -688 
-49 . 119 

--Profitability-_-
' lriV.." ' ' Pretax 

Comb. Yield ROR 
Ratio (%) (%) 
141:8 4.0 10.2 
999.9 3.1 999.9 
-99.9 4.4 396.5 
-99.9 52 -99,9 
999.9 52 -99.9 ' 
195.l 4.2 17.9 

Pretax : Total Policy-
Operating 

lf\cqrµe 
Net Admitted holders' .. ,, 

Aiseis' . Surplus 
(8,833 : 

.' 46,003 
-23;020 
1,4,038 

•. ··-23,684 " 

Income 
41,040 
29,160 

-15,950 
1.5,319 

-20,882 
· , -. - "-Leverage-:c--
, ·NA 

Net .. ·Inv 'NPWto 
. Lev PHS Lev . 

(,7 0.2 1.3 
1.0 0.0 0.7 
1.7 0.5 
3.9 Q.5 

,, ·3.5 ·,. '0.0 0.8 

69S,4<i4' , 'm 629, 
6~),8~2 " 360)1Q7 
54?,5]4 , . 34~;974 
4(1,779 )62,~7§ 
296,093. l(i4,388 
. -, - · Liquidity--

Overalk,,·, Oper.· 
Uq. , ., ,Cash-
(%) flow,(%) 
195.0 ·so,iJ 
248:6 43.7 
292.3 16.2 
293.9 50:2 
239.7 27.4 

(*) Data reflected within all tables of this report has been compiled from the company-filed 
statutory statement. Wi_thin several finanqial-\ables of this report, this company is compared 
against the Professional .Surplus,Lines Writ.eis, 

2007 BUSINESS PRODUCTION AND PROFITABILITY ($000) 

-Premiums Written-
%of Pure Loss 
Total Loss &LAE 

Product Line Direct Net NPW Ratio Res; . 
Com'\ MultiPenL-.. -- 131 110.7 773.5 ' 4,945 
All Other ... •• ••• ,ow • ..., , ••• ~ __ -_13 -10.7 :99;9 . 109,966 

Totals .... . ,., .... ~ ....... -49 119 100.0 999.9 114,911 

532 -Best'sRatings & Reports as o/07/21/08,-

Majrir 2007 Direct 
0

Premium Writings b~ State ($000): Minnesota, $.49 
(100.0%). 

CAPITAL GENERATION ANALYSIS ($000) 
ource of Surplus Growth 

Pretax Total Net Other, Change PHs 
Period Operating Inv. Contrib. Net of in . Growth 
Ending Income Gains Capital Tax PHS (%) 
2003 . •!8;833 22,019 -25,900 . 14,952 5.0 
2004 46,003 415 . -2,641 43,177· 13.8 
2005 0 23,020 1,086 8,502 -13,432 -3.7 
2006 14,038 1,608 . -100,000 , 55 -84,299 -24.3 
2007 .-23;684 334 -75,000 63 -98,287 -37,4 
5-Yr 32,170 25,462 -175,000 -19,922 -137,289 'I .,. 

•l' 
LOSS & ALAE RESERVE DEVELOP.:·CAL.ENDAR YEAR ($000) 

Orig Developed Develop, Develop. Develop. Unpaid 
C,alendar Loss Reserves to . . to to Reserves 
Year Reserves Thru '07 Orig:(%) PHS(%) NPE(%) : @12/07 
2002 263,\21 401,348 52.5 45.8 · 161.0 93;657 
2003 '319,622 352,793 · 10.4 10.5 191 :6 106,154 
2004 195,139 271,563 39.2 21.2 ' 999.9 101;506 
2005 16?,9~2. 2,09A83 25,4 . 12.2 .107,506 
2006 ll7,622 \'54,274 3L2 14.0 107,506 
2007 107,506 107,506 999,9 107,506 

/: ' I ' 
2007 REINSURANCE RECOVERABLES ($000) 

P~id& 
Unpaid 
Losses IBNR 

, /; ,l ' 
, .Un,.earued 

Premmms 
428 US Insurers ... :., .... --·-·-·- 93,411 I'.'• 55-,044 

OtherNon-US1:.: .... , .• _ . .,.l·~ 1~,' 4,766 _,:~·' -' -~ 
. I ~ , .. ,I I ( I. 

Total (ex US Aflils) ...... 99,322 59,810 
GrandTotal.. ....... , .......... '' ·99,322 · ' 59,810 ' .. 

428 
428 

• 1pcludes Coirllni§sions less Funds Withheld , ·, •' • , "" , ·.• , , 

'yl 

Other 
Recov• 

-525 
-525 
-525 

1/ ! ~ 

Unpaid 
Res. to 

Develop. (%) 
23.3' 
30.I 
39.6 
51.3 
69.7 

100.0 

,, I 

To_t~Jl( 
Rems , -
Recov ·'" 
14~881 
10;fs2 

159,03~ 
159,o·Js 

"'' ,d J, 
- 1'' ,,, 'H1STORY '11 ,,,,j.. . . . , 

,, .~ ,iMa,rch 3,' 2007, Royl\l & Sun Alli.klt~.e, lnstiia!JF~ Gr?~I! 
1
pl~ (ti~t~d 

King<;Ipm) ,comJ?,leted the.;~~le of itsJJ.S. OP,emtions ,to ~wpo111t ,Cap1tal .€orp. 
(ArrqwpointlLC::apital), a regi*red J)elawille cqrpqratj9111fmmded.-by R9yal, & 
SUl}Alliance .,q~. senior rpa!1.~gers an4 ouµ;i~,;: .4ire_cto~ .~oyaf,fl!; i$;t111 Alliljllyp 
:USt,.. P.ool's n~p was then c~w,µge4 \o. ArrO\ynoint Capital Pool (Arrowpoin! Poql). 
The. Afrowp<;>)Dt.Poql was.,tefllJina!e.c! effectt;v_e, Sept_e1U.1?9r 30, 7907.f9!lowmgithe 
merg~ of the: nyo ire~g ,P<?,O/, m~~. Af/:o.~90~1.Jn~r!P11}.ty1 Company 
(formerly known as·Royal Indemruty Company)'and Secunty Insurance Company 
of Hartford. AfiOW,oodt In:demhity Company anci.'its · l OOo/o ,subSi'diary Arrowood 
Surplµs Lines Insurance Company have been in run-pffjsince 2003. As part of the 
tnuj#pµon, the.,fwwer .u.~.p~l)t contributed $287 -~ 'inil~on in additional c_api~l 
to tl!.'<,group. Arrovypomt:Cap1tal acquired ,the U:S. ,op~ratior\sfor-$300 million 111 
defi;p:ed con,s\derati~n, payment of\.yhich will be based on tht: future perforovmCll 
of:t)ie·i:un-off. .:.. ,, , ,,,), "• , . .«P',,::l w 
"1 -:Oie company was originally incorporated on November 9, 1982 UJJder,.the,l11ws 
of,~_01111ectic;ut as .Royal Surphis Lines Insurance Company. It began pJ.1!,~1PIJ 
¥ll1i.111ff' l98J. ')11e comp~yredoll).~ ~~a\ed fi;om, C~1111ectiC\1po pe1/l:f:~Ion 
Nfay. 4.S, 2006.;n~~.current title was adopted on Sep\embe,r 15, 2007. Paid'.iul?i qp,tl/ll 
of $5,000,000 ·consists of 50,000 common shares at $100 par value· each. XII 
authorized Shares are OUtStanding. ,.f J I ,l o, I : ',o ;, I• o!)llfo,:I ' 

MANAGEMENT 
All of the outstanding capital stock is held ·oy the Arrowood Indemnity C.ompany, 

formerly kr\own, as• Royal .Indemnity, Gompany;. anwhtilly: :owned subsidiary1 of 
Arrqwpoint, Qroup, .Inc. formerly k;nowh as Royal-Group) :Inc,; a Delaware.holding 
colnpany,.Prior.to 2004, the stock was ownecLby the Royal Insurance,Gompany of 
America; which was subsequently merged into.the Royal Indemnity G:ompany. 

Office~: President ii!d ChiefExecutivy Officer, Jolin'.Tighe; Senior Vke P~esident 
ana Cl!iefOperating .Officer, Dennis W:'O_u1ill; Sen\oryice Pr!)Si?er,tt and, C~ief 
F111ai1c1~l Officer; Sean A. Beatty; Semor. Vice Presidents, Catl1enne A. Ciid~10, 
Robert J. Dixon {HU!J1an Resources), Julie A'.. 'Fortune (Claims); Andre Lefebvre 
(Financi~l Rjsk), '. James 'F. Meehan, Davjq D. Slium.W&y '(Investments); Vice 
President and ,C\iief Actuary, Daniel R'. K;eddie) Vice President and Controller, 
p avid:M· Davenport; Secretary, Lin<llt y. Pettigrew; Treasurer, Gwyn w Fpller. 

Directors: Sean A. .Beatty, Dennis W Cahill, Catherine A. Carlirio; Mi~hael J. 
Crall;iRobert J. Dixon, Julie A. Fortune, Andre Lefebvre, James F. Meehan, Edward 
J. Muhl, Larry G • Sunmons, John Tighe (Chairman). 1 

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 th_e 
company .was conducted by Pricewatem<iuseCoopers;' LLP. :Tue annual statement of 
actuarial .opinion is ,piOV1ded by Daniel R. Keddie, VP and Chief Actuary, Royal&. 
SunAlliance USA. ' 

2008 BEST'S INSURANCE REPORTS--CPROPERTY/CA.SUALTY 



'f rritory: TM company,is lfcens'ed in Ci:onnecticut and Delaware; It also operates 

0
~ a surplus lines or non-admitted basis in the District of Columbia, U.S. Virgin 

Islands, AL, AK, AZ, AR, CO, FL, GA, ID., ID, IL, IN, IA, KS, KY, LA, ME, MD, 
~~~~~~~~~~~~~~~~~~ 
SD TN, TX, UT, VT; VA, WA,,WV, WI .and WY. 

. ' I • 'I ~' ' ' 

BALANCE SHEET 

ADMilrTEDASSETS ($000) 
' ' 12/31/07 12/31/06 '07% '.06% 

, 426,956 340)4Q 
11 ,067 12,091 

76.7 82.7 
3.7 2.9 

Bonds ... ~ .. ·-'"'""·-·· ,-···-·-............. _ .. 
preferred stock ................. -............. .. 

848 5,318 
, , 5· 185 I 0,363 

0.3 1.3 
__bQ _..u. 

Cash & short-te~m mvest ........ .. ,_,,,., .. 
Other non-affi l mv asset ., ..... ~ .. ·····'·····',,· 

Total invested assets ............. .. ,/ .. .,.,, 244,656 368,112 82.6 89.4 
0.8 0.8 

_ill ~ 
Accrued interest ........ ,., ..••. .. . ;.'i'j'':,··i· 
All other assets .... ........... ,~u,.,u .. , ... ,. 

. 2,?7,1 3,419 
49 166 

1 ' 40248 

100.0 100_0 Total assets~: ................ !.!,:..,_ .. , ... 
, , ... 1 

,., 
29?,093 411,779 

'LIABILITIES & SURPLUS ($000) 
12/31/07 12/31/06 '07% '06o/J 

Voss & LAE reserves .... _.:.,· .. ~·.' .. ~........ 114,91 1 127,269 38.8 30.9 
(londttional r~erve funds \-, .......... a . 8,168 8,974 2,8 I ' 2.2 
An'other ha~i![ties .... .. :!...~.::~ .... _.... 8 626 12,86t ,__:__12 ·, ·~ 
·. 'Total liabilities ....... }:: __ ·... ........... tjt ,705 149,104 '' " 

1
44.5 

11
' 36.2 

Capital&assJgnedsurphls:.'. .. :.~.') •.. ~.. 188,600 218,600 ~3:'J. • 11 ' 53.1 
Un'assignedsurplus ........ l..!.!i.-.>, .•... ~...... '' -24,212 44 075 -8.21d ,,1 ,1 10!7 

r ;, • , ~-I H -,-,,, ,, ~ 
Totalpol\c~~olders s~.\Pilu ., ... ,.,... 164 388 262,675 J5.5 '63.~ 

,Total habilitW&surpluJ.~; ;·:·-· ··· \ ,, 296,093 411,779 100:9-. ,c1i/op.o 

SUM,IM: I. Y.,9F tHP~ or~.MT.~O ._Sl(~OOO) 
'" 

1 
. , 

1 
·., . Funds Provided from . 

si~tement ofl~come '" • 1 
' ' 12131&,'7 · Operations 12/3U07 

Premiums eah!eil k,····~-~!~'.jr- I . fi9 ~t,i· I PremiumS'collected:..!.:,: .. '.!.'.!r·' 1 •l / .. J ii;iil9 
' Llisses incu1r~d:.. ........ ~:!: .. ,.:. · 23~t'6 ' l Benefit·&·losnelated_pmts'!!'.:(11" •'I ""110; l'l~ 
0L\AEi·n·cu· r#erl •,'· ~l>(,c.a · 1:,·, 13 '6' • (\ .... ;1li11,1hn·,~tf1,1101 1.i,110 > 

,, "H"""" ... 7,w·t1,~ , /1 , · i . ' 
(Undrw exp£nses incurred :!:,.~.',!.:.: ,, 2;4~o ~·l.t i LAE &undrw expenses pitid'!};h<I• •I 1' 19";6-24 

~eVunderw/ftrlg incomt~/'.:l~'.8,.C- ~39,'ll.1 l}>.~undrw cash 110w ; .......... : .. :.::i:!i'i ,r.i1 ~60'.s88 
Neft!m~estm(tMRcQme ... 1,-.~!!.tlSf ·- 15,!l§§.".~~ _In_yestmentincome:~,m.:·,.d!l.r!il• ,:loq l,H~,099 
110therfncow~~~pense .. :f:-.~;~·i{,i·\( 1 

,.· ?,)~ \'' 1 r Olbe~~~~~~~.~(~~P~t;1·t";-ri· :: , , ;,, ,.,~ 6 
Pre-t~xoperin oti1e ...... ., ,.1 • ·, .-2.~16~j Pre-tax sbQP,erations., .. ,... -42,783 

Rea1tiJuc~6ila(gains ~~h.L'.~·10,~·0~;'132'·' i , I ,· l ' ?, (,'.•I r 1. II l(1f',• C) 
Income t,axes ioc~rred ... tW{:11,1/f.~ivo. < 1.111 :10 Income taxes pd (recov)............ . 2,102 
7 Nci idcome '._ ....... .'. ... : ...... .?-liml ·2\)\~82 ' ' o'N6r~pcr cash flow ... :!!!!?.!!.1.l 1,, ·111~;885 

- . . , , bJJ:j;l lt,:; ttHUiHl'l1'1 \t•U,: ! . ,, f1:1fllltt!tllU/1 U•H<i 

tJ1 114 L?Jr.b111 ;i !, 1:::·ir,<i • :'.M•/61 b~n:1:mi l~· ,i'JJ 

- I, ~ • ~'H HJ)flfdl...! 
:tm.r1 23Ut'J'I· 1 mtnu ~ :lt .f i>~.l,\ 1 i "'JJ 1•'1n1 r\( ~ ·!11 ).1 v 1b1U 

,:, ~'HJ /'°l' J% 1 ·1li JJdlO ~ l :: -~·· _ ~ ti') ,,u:mt '?U?IJP> nrllO ·· 

"' ' ., ,1 r1 Jlr ir,11 I Uf t .• \ht-. )I !•..I •'' I ~111, IW -~Lit!~ j~:'.." 

ARROWP01Nl' CAPtflA.L GROUP•~1"' s,:,11,,,,,11: ;,., 
,,, 1,,. • '·"~' \1c1,,,·11 ,wilH1ingto~f ifE1, .,., . r,i.,p·,,,w•rm• "U,U 

,: ~ 3600 Arco Corpor':rle Drive'l1'Cliiirlotte sNG·282q31i 1~,1u" 1,,1<1 • 
• 1 ' ' Web: ivww.arrowpoiriitaP,italcoip.corir• ,m,~h1,,p,, l1?\i!l;(l:1 
Tel:" 704-522-2000 (!l>l'/ll hq pm) ?Cfl(t,OI ' ' r -~ .... ·11FJ\c! ''10li=S22'-32'oo' 
AMB#: 18371 .. -·-· '"''' ,,m ·1,,,t ,,,'. ,~",, 1, . ~moir:i i;V. 

I I 

Period 
Ending 
2003 
2004 
2005 
2006 
2007 

,r 

KEY .FIN4,NC,IAL IJ"l'DICATORS ($000) 
----'-----'"_·-_ -,_-'_' S(afotoi§Dafa-·· ·---------
Direct, . Net, Pretax . Total Policy-

Premiums Premiums Operating Net Admitted holders' 
Written Written Income Income Assets Surplus 
3,804,262· 843,273 -561,335 -275,982 8,706,910 1,48?:?91 

271,858 196,G97.f"lll'"478,665 , a859,;608 · J 7,115,359 il,059169.4 
9I,;>;J4 : ~31 ,655 l~,:4.27,s29 l, 1-258,126 •, 5,448,241 , 1 r 858,835 
12,203 -7,840 w-2s1,031, 1 -3sr,4os 4,311,CJ2s ' 576,944 
. ;~5,0 ;1 ·' : , ~ ii•; -~2.0;500 , . -42p4,6 1;i.\~9.~~?. , . 445,627 

- -Profi tab1hty,1:TJTP, 1 j, .I'., rrffi,T~l;ev~pge-:-:r- --Liquidity--
p" • ,: Jnv. Pretax NA ·. Over~IJ ; :« Oper,, 

cr1od , Comb, ·• Yield ROR Inv NPW to Net liq. \ · .Cashi 
~~

0
d
3
mg 

0
Ratio , t .,(%) (%) Lev PHS Lev ,, ,(%) ,

1 
llbw~fo) 

2004 
168.o 3.5 -36.7 I0.4 o.6 ' 5:i• 1

121.1" · '""S'2.1 ' 
2005 

254.5 2.9 -57A ,. 17.8 ,O,~, 5.5 119.3 26.2 
2Q06 )9~.7 .• , l?.,

1
,,,,iP-9\ 'I 1'19) " /[ 4,9 120.8 4,f 

2007 -9,.9 - ,q -99.9, 9,0 ,, •• , 5,9 117.8 
1
8,6' 

-99.9 \i .8 11 -99.9 I0,'7 ' 518 120,0 ' D.5 
' UJ If 

259,~ ,, 3.7 -87,7 I'"• .. . ,, 
C (')-~ata reflec{ed within all ta&les of'this report lias be'en comp1Icd through the IA.M. Best 
c;nsohdatiort •o'f.statutbryifiltngs. Within 'several fmancial 'tables of this report, this group .is 

inpared against the Corrunercial Casualty Composite. ' . i, 11 · 

200s. BEST'S INS URAN OE REPORTS--,PROPERTY/CASUALT¥ 

, ' ., · ARROWPOINT CAPITA£; GR(!)UP 

' •'1 ' . 

CORPORATE OVERVIEW 
Ori July 19; 1996, Royal Insurance Hdidirigs pie merged with SunAlliance 

Gto~p pie, formin&' a 'new holping .company c'aHed · Royal & . SunAllianc~ 
lns1.1rance Group pie. T,he merger, which w..is completed through the exchange 
of sfock, created one of the largest multi;line insw;ers in theUniied Kingdom 
a,s ,well as one of the top insurers .in. the world. 1 

Royal & SunAlliance Insuranc~ Gro1.1p pie offers a full array of insurani:e 
coverages in over 130 countries with ;,substanti.a\,. writings in the Uni(ed 
Kingdom, Canada; Continental, 1:i1,1rope, 11nqluding Scandin*v/.a· and the Asla 
Pacific region. The Royal & ·sunAlliance USA Group represented the 
U.S.-based operations of R,oyal ,& S\mAlV!lllce, lpsurance Group pie. 

The majority of Royal & SunAlliance's U.S. property and casualty business 
had been ccinc\ucted through the Royal & SunAllianceiUSA Insurance Pool 
("RSA USA Pool"), which consisted of a nu!Ilber of insurance companies that 
had:, provided commercial prdp'erty and casµalty pe~~,cinal an'd_\;specialty 
coverages throughout the country. The gropp opt:faied un,der an intercorripany 
pooling agreement that was led by · Royal Indemnity Company, which 
filnctioned ·as the administrator of tne"pooL ·'under the arrangement, au 
u'nderwrit'irig commitments of each membbr ·of the poohvas I 00% reinsured 
vJiih Royal Indemnity Company, whichretroceded to the affiliated companies 
sp~c1f1ed percentage participatiims of the'bomm'ittnents.11'he pool has been in 
run-offsjnc_e2993 _. ,. . . . , . . . , n<orn,, ,. 1, 1 , 1., Royal 'Surplus Lines Ihstirance'Company,'a separately1ra1ed 1Tiember of the 
Royal fairitly In the U.S. and also in runcoff since 2003, wrote ·on an excessr~n~ 
s'itrplu's lines· basis:througb wholesale inteimediaries. Until mid-2003;"the 
stirplus 'lines operations were managed.by Royal •Specialty Underwriters, Iiib'. 
("RSUI");,a Royal Gfoup'managing· genei·al agent subsfiliary'. RSUI was Sola 
to.' A'lle~heny Cofl?otationJ, erfectiv~ ·.June :3~( '2003;'; as p~r! of the gro~~'i 
worldw1de •1strategy ' to de~leverage· the grbiip's balance •sheet .and redu<l'e 
exposures to more volatile' lines o'f<bmhtless. Exisl:in'g sflrplus .lines loss 
re.s~t}ve~1111d uneanm~.premium rese~es remained with1R$.A USA'J:IQ.Wh'r-1. 
, b(i>n·March 3, 2007'/'Royal & SunrA:.l!ian¢e lnsuran~ ,Gro.up pie COIJ}p!e.t\'ld 

the sal(, of its U.S. operntions to Arrowpoint Capital -Corp., a. registere:d 
D~la,wai;eJcorporatio.nifounde.d:by•RoyaL&:Sun-AllianceU.S1 .senioJ§otaMgers 
and outside directors. As part of the transaction, the ,former U.K. parent 
cohtt,ib\hed $287 .5 millfon11 in additiona:~ieapitafrto•!,the),group·.1,Q.\rrowpo~t 
~~p'i!li'.I ;,,a~q. uif<t\l' (the .,U,,~,. . ?P~J!ltjonr ,:1.?,h $?,00 1(.lliilli~1',?,m . defett¥g 
9onSJ,1~r,aho!J!·l1~. r,ment' of';«fi.1c!J.. ~ lfrbl:'tJ~sen ~ft.. 1.%tut~~frobnancd~9.f 
the1 run-off:· A a 1resuft/ the R&SA US'.: Po'p{ e 1Was)1~'banged. IP' 
Artowpoint1'.'Cap,t~l P?,ql)' (Arroy;poirif ·oo~l)'. I ~in~nr~·P,E). t li~ 
Arro ' oint.f'ogr w s te&wbated1i ffectiv~s. pt W;e q; 2901; r9vowing;fil:e 
m ' f tli ' ema~w.i poB1)fnem1l~4 Ar~ t!·blde4i«i~ Comp~l}y, 
(fi y . ' s R>.'y,iJ,\: Incfehlnity 1eilkp0 ,y{,._ ';, cl ' Sechi:iW1'Insuni ~~ 
Co y d " r ord~·)\'rrowood In'demnity1feo •. pany'· 'afld,1its 10 % 
su~iW¥~%:~1A°J~~P.:l>lWl~m.~r V}~\ir~a~~WPf.9~1~.f'D,a\!.\. ~mlli~ffi 

2007 BUSINESS PRODUCTION 1\'.N;D. PRQF:ff~BlLITY ($000) 
,1 • 1 "'i , \ ·.-- Jnm,1! · - - - - - ifn tq'hJo~J - - -··· - - - --· 

"1 I ,fn,,1') Otn\lJ '•,.' · ll,vi o;: orfr,lllpure Loss 
u:., 1 •" in, 11 •" ,;:,1..,,'J>reniitlint.Wri'tten...a •.JMC:Total er:· 9. 1.oas .11,f. M'J,ff!AE ' 

Pl'b'dµ'ct Line ,,1,l ,1;;,. J I •Direct 11!:tjf,II 'Ne/I . ·l!l'!!NPW ' ' Ratio '•nm8 Res. 
c'ollHMulliPeHL ... :.::. I ' • .' ' ! _7/;f '( .I).. (r(3iz34 ,,,"l _99.9 ., I 999,9\CO(I?) 183''8S9 
Workers\Go~p ....... :.:.. -1,8iiOV •,' · 425 ! 11• -24.6 i, .99't,m 40~?,!! 
OthLiabCI-Made.. ....... 274 269 r,.I" -15.~· ' ', .99.9'>.f.O\ 153~194 
F~~ ........ '.1:! .......... '..:::.. l 49 . '?.I 65 11 I\, -3.F~ 999'.91•.f d~ 1!~63 
A.tj1ed Lines '.;.,~-, .. :~., • I 24 '' • ~I 30 f "''1 

• -1.8 II 99{~nl~ ~§7j 
P~dd LtabOc'cur .... .. ,:::. i•.:•t 1,060 1·1· (Ill -16 ·r 0.9 ,il .99.lf .ll ~ mJl'\14 
Surety .. .. ,~ .......... ,f\'11' , j 1,3 . ;8~ ~.9, . ~9,9 -1,69~ 
Comm'! Auto Liab~,u... ' f' l, L34fit . ·U M1Jr ' 6,8 1 " -~9:9 42,554 
Inland Marine ... ~ .... ,- 251 -1'26 7.3 999.9 3,055 
H9ni'eo~11c/s:'.'° .. :.;:~1.' •.• , 163. -35~' I' , 20.8 '999.9 4,727 
Qth'L.,abOccuj:,-, ...... .,,.. 1,~ 28 '!ij43, '2?.7 ?n,91 3i$,~O~ 
AIIOi~e{ ,..--~ ... r:·"··~ ~ 1 '. !4,ibi , 26 7 '~ J1/ ua;~M 

,Totals .. ....... ~~ ... :.... -850 , -1,726 100 0 11 999,9 ' l,506,B81 
' (!.J , ,t i : , 't,. ; -ft, It ,, ' _ ! fn)" 

Major 2007 Qirect fremium Writings_,~y_Stat,e ($009): Florida, $2,p};i 
(-?,~i9,%); Rhode Islan4 $266 (-3L3%); N'c;~r.askq, $g38 (-,21,Q%); Monta,na, 
$\65. (-1 9.4%); Or11gon, $157 (,18.4~).;-47 o,t,4er: jurj dktions, $-4,255 
(500.4%); Canada, $4(-0.5%).' ' , ' 

· ·cxr1Hi:1ciiNERATioN AN~Lvsis ($000> •. 

Total ~ 
ource ofSurplui Growth 

Pretax , Net ·· Other, Cb~nge PHS 
'fov. Conirib. 'Netof Ill Growth i~ri?~ Oper'atiiig 

ndmg Income · Garns Capital ·~· Tax PHS , ,.,,, '(%f ' 

2003 -561,335 229,072 '274,548 75,775 18,060 
2004 -478,665 -42,278 · 56,483 · ' 36,360 -428;100 
2005 · -427,529 178,494 620 41,556 -200,859 
2006 -281,097 -48,009 ·28,923 ,18,293 ., -281,891 
2007 

5-Yr 

; -420,500 -63,576 · 287;500 65,259 -131,317 , 

-2,169,127 253,703 64&,074 , . 243,243 , -1,024,107 

To view a company's complete 
AMB Credit Report - Insurance Professional (Unabridged) 

refer to aEST'S INSURANCE REPbRTS.on· CD 0 ROM, 
or go online at www.ambest.c<:>.m/bir 

1.2 
-28,8'' 
-19,0 
-32.8 

· ,22,8 
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IMPO RTANT NOTICE 

The information presented herein is preparec! solely fo1 the confidential use of A.M. Best 
Company (A.M. Best) subscribers. For 1host insu·rance cornp;mies domiciled in the United States, 
the dat,a ,C:Ontained V{i.thip jS b}]S\'!d qn e?ch insllrance C0_1TIP?ny'~ swqrn ann_wl. and quar\~rJy (if 
available) .'' finanrnll statement· a~ · pi·escribed · by the NatiQ'rjal ' Association;, QL, lnsu1ance 
Commissioner. (NAIC)':md ·as filed with the Insurance 'Cornmlss1oner& of the state~, l\ whl' h the 
companies are licensed to do b;-_jsfness: These ·official financial statements aie pi'esented' iri"accor­
dance with statutory accounting requirements. 

Data related to companies operating outside the· Uri1ted States is presented in accordance 
with customs or regulat9ry requirements,: c?f the counqy of .domicile, and there may be signifi­
cant variations in accouii\irfa ,st.aji.jlai:Hs oi· me\h:9cjs:9f ,n;pcir\ingJtqrij one country to another. 
These differences are imbedded in the accounting principles used, the valuation of assets and 
liabiJ jtj~§, a,n1 , the treatment of taxes. Financial data b usua l! ):' received in the _currency of the , 

ti ·' count! w here the corrfpany'·is domiciled; and out·•reports are generally presented in-that cur~·l;l.."il 
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 ~ar _1,it1lize,d ;bJ .. cOJ;1 · anies varies· a.cfording to traditional repmting 
periods or regulatory requirem~mts;, 'Wiffvnl some, of t)le 1Caii<1di'a1\ ._company presentations, por­
tions of the Canadian data a?e..'p}o1ictetl by'Beyond 20126 Inc.f Ottawa, Canada. 

In addition, our products mar;indude .. suppLem~ntaj· i1;_form a, tion obtained by us, such as data 
supplied in response to our que~tibnnafres .. data 'co'pt'ai.pe~~.ii state examination reports; audit 
repo1ts prepared by certified pu$lil acc(j6dtai\ts\ 'foss ·'reserve reports prepared by loss reserve 
specialists; annual reports to stockholders and policyholders; Generally Accepted Accounting 
Principles (GAAP) or Internationaj..>Accppntipg Stapd11tqs. (IAS; financial statements; and reports 
filed with the Securities and Exchang"€ Coirlmlssi&n '(SEC) ih the United States. Meetings between 
A.M. Best senior staff personnel and company mana~~. ment also provide additional and valuable 
in-depth information on the company's curfent ·pedcirmance and future objectives. 

While the information obtained from tJl-esc:;.,so11rc,es··(s believed to be reliable, its accuracy is 
not guaranteed. We do submit the data td:a lrikl5rJush omputerized 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. .,. 

A Financial Strenlgth 1Ja hik :1/; ~h ibdJJ;Jritle~t~JM1ion bf an ~i'hs~r~r11i financial strength and 
abilit)t w\mer t.. its 9.qgoi~_g insurance . .Pol/~Y ai:i,d c<?ntr~st ?phg~tioi:is. If. }~ b~sed Oil a ,compre­
hensiy~lgl(~}foiatiy_<j! a.l)d ~ 1_ali.ta(ive: .. ~ya,IJ1}l\Jorf of) ;cbli:,ipaµy{s .J:!aJanl2e sfo;et .st(e:ngth, ;op,erating 
performance and.business profile. 

The Financial Strength Rating opinion addresses the relative ability of an insurer to meet its 
<?\1?of1g1i,R~\lf~1,lfr obligf\t;iims;, Jh~ .ravp.~~ l,1re),r)O\_,assiqI1yfl ts1w-'rci,fjc, Jns1-ir~ni=re, ,F]oliclr p \or 
contra2ts1 ada)do not address any othJn1sk, ' includ1flg, 1out nof- mrnhl:! to, in lm.'surer1s ·cla1msl 
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 tl1e suitability of any pa1ticular policy or contract for a specific purpose or 
purchaser. 

In arriving at ~ 'rating decision ; A M.i ·Bek'relies !Oii ' third-p~rty •audited ,flnJncial data and/or 
other information provided to lt. Wh1le'this mformation 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 Tenns 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 rep01t 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++", 11 A+", 11 A'>., 11 A-.", 11 B++" and" B+" are registered 

certification marks qf the A.M. B.est Company, Inc. 

ISSN 0148-3218 
' ISBN 978-1-93430H51-7 

PRINTED IN THE UNITED STATES OF AMERICA 
And produced with Bes't'S Publlsh.i'ng Sysiem 
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Corporate Changes and Retirements 
(Since 2003) 

I 

(Fm:earlier entries access www.ambest.com) 

AAA )VlounfainVVes,tfnsurance Company (AMB# 122li(A.nchorage, Alaska: Ef­
fective November 20, 2003, the name of the company was changed to ACA·Jnsurance 
Company. 

Acadia 'Insurance Comjiariy' (A'.MB# 11295)'. Westbrook, Maine: This company 
redomesticated from Mame to New Hampshire' on December I, 2007. 

ACE. American Lloyds Insuran~e.C::ompany (AMB# 04659), Irving, Texas: This 
company mergeil into ACE' Atherican Insurance Company' o'n December 31, 2006. 

' , • ' 4 I 1 "1,11 1 

ACE Amerkan Reinsurance Company (AMB# 04460), Philadelphia, Pennsylva­
nia: This company changed its 'irnmeto R&Q Reinsurance Cotripariy' on July 3, 2006. ' . . ' .. 

ACE CapUal Mortgage Reinsurance Company (AMB# 11657), New York, New 
York:1 This company changed ifs name to Assured Guaranty Mortgage Insurance Com-
pany during 2005. , 

ACEEmployers Insurance Company (AMB# 02831), Philadelphia, Pennsylvania: 
This cbmpany merged into ACE•A.m.ericari Insurance Company.,oniDeceinber 31; 2005. 

f' ' , , s ,, 
ACE Guaranty Corporation (AMB#

0

10916), Baltimore, Maryland: Effective 
March 23, 2004, the name of the company was changed to Assured Guaranty Corpora-
tion. I ' 11 'I '•~· I I I 

I" I •Id 

ACE Insurance Company· ofillinois (AMB# 04376), Chicago, Illinois: This com­
pany merged with ACE American Insurance Company, the survivor, on December 31, 
2007. [,I O . 1 ·,lQ; I , ')I 

1
, , ,,.' I II 

~' .: t 1,. !1 1 i I · 1 I I 

ACE Insurance C9mpa1iy of Ohj o (AMB# 04837), Dublin, Ohio: This company 
merged into ACE American Insurance Company on December 3 1, 2006. 

i ll lt • I ,i'dl ') ' r I ' r, 
ACE Insurance Co'mpany of Texas (AMB# Oc2261},,Irviiig; Texa's: ThiS:c'ompany r·' 
ni:erged into ACE:'A.m.eric'an'Irisiiranoe Comparly'cfri Dece.IJ1iber. ~I , 2005' ,,, I I 

1; , · I. 1;\'1 ..:Ji"ll .i Jf.., 1 I •JI 

ACE Risk Assurance Company (AMB# 12268), Baltimore, Maryland: The name 
Offheforlipiiliy'W(lS t tlai\gi,Q(Q:As's(!s'fed Y'a!Ue IriSUr311Ct\'Ciciriipaiiy'dllri iig 2005 , I, 

, .'. ·i , \; ·, 1- ,1 ·,r' ... 1 l · ' •4r t • ' ' .,,.i t , :; b ·J\t :·1 r,1 , / .. -,1 J 

Alamance Farmers Mutual Fire Insurance Company (AMB# 10004), Graham; 
1
' 

North Carolina: This company changed its name to Alamance Fanners' Mutual Insur­
ance'G:6fupill)Y 6ft August' 2~ii oo6: 11 • ., ' -,,11 ., ~: 11 ·1t .-pf ,f?'(~~tw:--~ ·~ .,J11, •:w'>), ,: .1 

~1y .. 1(.• tJ 1~·u.~ .. _1.:1, li',( I 11 ?!, 'ifJl-rt l_fi"1.fY1 ,•:, I t ,,.:· •• o • •,on 

Alea North America Reinsurance Company (AMB#'l 1432), Wilmiugton, Dela­
ware::ffJ:iisrcoiripanY:clfahged,its hame to·A!ea•North•Ain\lrica•Speciall5'- lnsurance ./ 
Company."on:tJanl.lary-13;-Q.00341'. 1.', i_l{. ' . rti.iH_.f,ik~jurn,rb '// '.f/ \i'~((J<, ,. , ' ', • f ~'s 1.I -

I . I ·t 1· I I ' \ ' ,, I l /,_ ·,,·i; '<\H, \ ,l 11 I I 

Alea North Americ~ Specialty Insurance Company'(AMB# 11432), Wilmington, 
Delaware: ffllis roo'tnpimy;,mati.~d'its ·,nanie to Pra~torian•Specialtyllrisirrance eom-.1, 
p3.ri}',·'oh:0Ctober 5,,2006· :\ r, i1r•1ti;r. ·1~1' ;. ,/1 :...:h r · 'f"')r ,,11, , / t u· · • ,/' ,.,ww,j' •t' \ 

• ' \ '';. , I 1' J <)1 ' \ ' 

Ali Nation Insurance Company (AMB# 00108), M innetonka, M innesota : This 
CO!l)pany,changeddtsmanl'.e'to, FJrs~;Mercilry Casualtyl@ompany, on,May , 14; ,2008. •, 
' ), i I rn · I p , . I \J','1 (' 1. 1' jA1•,i,'i I I ,,1) 1'1 ,:.rfir 'ti I .... ~ 1 f 

Allcity Insurance Comrany /AMB# 02142), B~ooklytl: New York: Effective De­
ceUJber ,'!8, 200(,,;,th\ fWn?.a.11Y.,'{Olu;1tari!y,~~88~ ,1he,1JWCes~ of li~uidaJing. On.0<}- \ , , 
c.ember 3 1, 2003,, ,H1e,com11aJ,1.y. mcrgecl mto,1ts1rl,1r~c,t parent, Emp1re,lrisurance . , , .•11 , 
Cqmpany. "'' 1•, • •1 1 ·1• 11\, 1 ·! 1 1 • , '1 1'1 11,t,il 11 t" 1-f.w ·,,~..,: ( ·~·, , , 11 · ' i 

~ :11 i.r, l ~fr ·1111 -1·11· 1 n nJ w, ii J';jlijJr ,J ,..., 1'1•,11 1 • 1 111 j' I 1 1 1 

Allianz Insurance Company (AMB.# 00407), Burbank, California: Thl.s.· con\pai1y" 
changed its name ta Allianz Global Risks US In'surailc

1
e'Compa'H11 on July 9, 2003 , 

I ,. 1 I I .... ,1 1 1,'I IJtl /1 I Ill 

Allianz Inmraric'e Company of Canada (AMB# 86187), 'Jlornnto, 'Ontario, Can­
ada:' 'Fhis company was.merged iHto The Nordic Insurance Company of Canada on 
April 7,,200,0. , 11 ,, 
Allied Insurance Company (AMB# 03805), Los Angeles, California: This company 
merged into ACE American Insurance Company on December 31, 2005. 

I' 11 • J 1 

Allied'World Assurance (US) Inc. (AMB# 12525),Ban Francisco; California: This 
company redomesticated from California to Delaware in July 2003. 

Alpina Insur;mce CompanyLitriited'(Canada:B~anch) (AMB# 85146); Toronto, 
Ontario, Canada: This'branch·merged with Zurich. Insurance Company on June 2, 
2004. ' 

Amerjcan 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. 

Americ11n Agri-Business ,fas,11rance,Company(AMB# 0.311S),.Des Moines; Iowa: , 
This company was:sol<:\.as a shell to ARMTech Holdings on J\l,ne 30, 2003. 

2008. BEST'S INSURANCE REPQRTS~ PROPERTY/CASUALTY 

Americ11n and foreign Insurance Company (AMB# 02430), WHmington, Dela­
ware: On December 31,2004, the company merged inb'R~y~l ;Indenihity C:ompany." 

,, 
American Bonding Company (AMB# 00119), Tucson, Arizona: Effective August 
25, 1994,the.co1t1pany.was placed under state superyisi9,nby the Arizo,na,DepartmenL 
of Insurance. '. On' February 2, 1995, an order of rehabilitation was issued. The comp~'ny 
was placed in liquidation on October 8, 2004. · · · · 

American Central Insudnce'Cqmpany'(AMB#
0

03799), Ch~sterfiidd, Missouri: 
This company changed its name to Essentia Insurance Company on July 24, 2007. 

, ', , , d , 1 ' , ,, . , ,, ' 

American .Colonial Insurance Company (AMB# 02819), 4"lbany,'New York.: On 
June 20, 2003, the company merged into its parent, North East Insurance 'C9,mpany, 

American Ueposit Insurance Company (AMB# 0494D, Qklah(?m:,i,,City, , . , , 
Oklahoma: This company chang~d,its,p.~m~ to lnfip.ity Safeguard l,IlSU!ance Company 
on February 8, 2006. 

• . · 1- ' , 1! I l )H 10 , , 1 " , 
A1t1erican Employers' Insurance Companyr(AMB# 02151), C.anton, Massachu­
setts: This company was sold as a shell to Sl'ARTA Insurance Holdings, Inc._on July 
31, 2007. . . ' . ' 

'I ." . I ,: , ' ., , . I' , I '. ' :, 

American Equity Specialty Insurance Con;ipany (AMB# 12061), Irvine, Califor­
nia: This company redomesticated from California to Connecticut on July 27, 2007. 

America.n Farmers & Ranchers Insu~~,;~~'f:ompl'nY,,(AM!Jlj.13832), Okl~hpma 
City, Oklahoma: The company changed its name to American Ranch ~uto 8f, Home, 
Inc. during the fourth quarter 2007. 

- t . I , 11 ., , 
American General I11demnity Compapy(AM.!JI/ 10~87), Qmaha, Nebraska: This 
company redomesticatcd from Nebraska to Illinois Ol].Augnst,J, 2003. , 

American .Grow.e,rs.·Jns.uranc.e <;:onwany,(AMBl/r~;P54), Lipcolp, Neb,rask,ip This 
company_ was pla£ed i111,iquid*tion on

1
F~,?,ruary 22, ,2005. ~· ,,• , . , ,, , 

An:ieric!\11 puaran(y:T~tle, Co.mp~n)'. (A-;M,B# U83;1); O_klahoma City, Okla)lom,; , 
! lus c.ompanx changed its name to Afnencan Guaranty Title Insurance O,;,mpany pw:- , 
mg December 2003. 

11 Jn-,nla ll d · I I" 1• • Ir I " , 11, t ~ \ i, , I 1, "'•· 

The American· Insurance Cqmpany (AMB~ 0217.7,), ,Omaha, Nehr11ska:f li is com­
pany redotriesticated from }/elm1,ska to Ohio on December 17, 2007. · ' ,,,If 

A~erican International Speeialty,Line$ Ins.upance Company (AMB#,03535), A,n-1 
chorage; Alaska:This company t<;domesticated from Alaska to Illinois .during the .4th , 
quarterofl20Q7; J, - t. ,1i11·1 •· 1m 1:,. 1,1 'IJ~rrl.' _ 11•1 '1t,t 1 ··.11 

·, 
American LiveSto'ck,Insurallce Company;('A;MB#:03030),,~neva, IllinoiS:: 'Fhis l 
co'?papy ,change~.i!s,name to HiscoX;Insuranc~ ,Cpmpany ,Inc. ,on-December 31, 2007 , , 

'l 

American Merchants Casualty Company (AMB# 00699), Columbus, Ohio: This 
company ,was,so!d,as ,i'shell,from,A.m.eriqan>Hardwarc I.nsurance Company ,tolEndur-
anc~J\~,~s_urapce Cotp'~f1Atn~ri~8: :on~!1:tnf;_~,;~f0071,."i11,, tr'f1 f1 , , i l ' 1f 1-,,,_ ' ' J r 

American,Metchants Casualty;Companyl (AMB#,•13828),,C!ohunbus,1 Ohilll 'Fhis , I 
company,redoinesticated,froni ,Glhio.toDelaware .oll'March0 28, '2008 , I''"" , ,•u I II'' 1, ·, 

" 1 •!Jf , iflfl1 
r(diTt\l! I ' . 1ri 

American National·Lawyers Insurance Reciprocal (AMB# 11383), Nashvi.lle, Ten­
nessee: On Januaryi29, 2003,, the ¢bmpanylwa's'placed 0undei',state1supervisiort by the 
Tennessee Department of•Iiisurahce:'.Effective<January:31','2003,'.it\was,pfaced in r<>· •' 
ceivership. On May 28, 2003, the company was found insoly,;nt and ordered into 
liquidatio_n~ I I l ,) l'-. 1., 1 t ., ~ ,/ i.-." , ~~ ,, ,, 

II '1 q.1 I .I 111 ,,t~ rr 
American Physicians Insurance Exchange (AMB# 03697), Austin, Texas: This 
company converted from a reciprocal exchange to a sto9kcompany and changed its 
name to American Physicians InsuranC<';.~Onipany on April 2, 2007. 

I I, I , l 1 

American Pioneer Title Insurance Company (AMB# 12063), Casselbe~ry, 
Florida: Effective Septemb.er 14, 2004, the name of the company was changed to 
Ticor Title Insurance.Company <Jf Florida. 

American Premier Insurance Company (AMB# 10776),Indianapolis, Indiana: 
This company changed its name to Infmity Premier Insurance Company on January 17, 
200q, •1 I O ,,. 
American Protection Insurance Company (AMB# 02275), Long Grove, Illinois: 
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. 
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Group, to Starr International USA' Inc. on October 3; 2007. This company changed its 
name io Starr lnclemnity & Liability Company after being sold as a shell. 

Residential Guaranty Company (AMB# 11799), Phoenix, Arizona: This company 
chariged its name to PM! Insurance Conipatiy on January 3, 2001: 

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

Response Insurance Company (AMB# 11946), Wilmington, Delaware: This 'cb~-
pany redomesticated from Delaware to Connecticufciil rviay '.ii, 2007: ' 

Response Insura·nce Cou'tpany o( Am~rlca {AMBlf 12385), Washington, District of 
Coluinbla: This company merged into Response Worldwide DireciAuto Insurance 
Compariy'oh·November !,' 2005:· ' ' •: ' · '' ·' .. . 

Respon'se Worldwide Direct Auto . .Insurance Company (AMB# 03045), C(ncinnati, 
Ohio: This company redomesticatc'd1frcim Ohio' IA 'Co~iiebticut on March 21, 2,005~ . 

Response Worldwide Insurance Company {AMB# 00609), Columbus, Ohio: This 
compa~y re1~~f stic~t7~ fr~m Ohio to Connect\cut,,qn Ma~ch 21, 2005 

Retailers Fund {AMB#)/1133), La~;ing, \Vlichlgan: This company changed its n~me 
to Retailers Mutual Insurance. 9?~,P/1,DY oit Jariu~ry, I; 2~06. . . 

RidgeLand I11s11~a.11.ce, ~ompaoy, (1 \VIB# J.233!), Colu01b~~,.9hio: q~ J,1/IY ,20, , 
2
1

003, the company received peffil/.~S\OA:to Aiiso,lye fro,1A th0: \)hlo Depart,il}ent of 
nsurance. 

RISCORP Nation~l lnsuranc~ ComphJ~ '{AMBi,0'31'~5), Kansas Cfty, Misso'Jrt: ' 
Tlifs' company was placed in liql}i<la)ion on J!lrr«~P' 22,, ·2901. , . , 

1 ~ 

Riverpo.~t Ins\l_ranc,e C(!mpally of CaHf~~!'i.aMJ\1~~ 1234<,), Novat!), cawornia: 
Atti)e end, pf,bN!J.in_~s~ on ~une 3,0: 2004, t~e co,mpal!Y,~~rged into,an, ~mhate, /'<on­
profit Insurance Company_ Effective June 30, 2004,' tho name ·ofthe company was 
changed to Riverport Insurance Company. 

J • • ', ' '' 1 l ,. -, "' . l ' I • I .. '11 ii I f ~ I 11. I I 'It, ~ 4 1, "ii, l I 

Rockhill Irisurance Company {AM~~ nooJJ.; P1
bo~rilx;'~rizo'na:'This comp/my ' ,. \ 

changed its name to Plaza Insura ice_. omuany on July 2, 2007. 
---,~ , · 1·,r · {•J · r, .,,,. ·; irih i. 1,Jf , ~1 l,\lH , '(~,r~1:fr•1; J 111 111 , l 'j'!J \ }1 

' ! 1 ' • I ( 'I 'I d ' "r .t , '! ti • 11 ' "If •1 • • • 
1
~ 1111 1 't l I 1 

Royal & SunAlllance USA (AMB# 18371), Wilmin11ton; Delaware:This group 

t;~t:&rtemJJ1~~~~1~i;;y1.~~JJ;.ir~ !)u;i~l';U~~~e I~~tl::l~i '• 
Group pie, London. The transaction .was apptovy'd·lli ai'~'oµ F¢brilary20:12007. 

Roytt,l'lndeninlty Company1(AiiB#'o'2438j; Wilmingtoiil'Del~ware: Tliis co,f.1,a/:/y 
changecl'its ifame toArrowoqd lnil<!nmity 'Company.on'September•l5, 2007, , ' 

. ' 

Royal Insur.ance .Comp_any ~f l\,_mcrka {AMB# 02437), Naperville, Illinois: On De-
cetilbet-3 I'/ 2004;'the cotnpany mer~ccl. into Royafllnde'.ri\nify'Ccimpany. . ·•I 1 ' 1 

.~1u. 111 ' I u;i f" ltW t11 ,1., 11 I ll ,1,L• ' ) 

l{oyal Ll?Yd) of Texas (AM_Il# ~2702), 1dd~son, l'exas7 The company was _dis-
solved on September 30•, 2004. ' 'I I• "" "" ·)1• JJ,. r .;•• 'l ·,•1111\,' re1,, 1,11 J .11 I 

t I ~ 1 , f 'j i(IJ';lj ·' .. 1 llf 1,1 I I ~ til 
· , , J • • · ' , • 11 · I h .' ~r ' · t I ' • , t•, Ii J) 

Royal & SuuAIIJ>1nce Insurance (Pµert9 ~~e), '.l~c ~,M1B# 03ii28), Guaynalio, 
Puerto Rico: EffoctiveAugust'2, 2004,' ti/~'ilame of t\1b company was ·changed ti 'Real 
Legacy Assmance Company, Inc. 

·1.~ 111 I • ' ·1 I 11 II I 1•11 ,. I .-:1.1 .f;"t,, \ HI u l 11/ 11 11 I 

Ro~. 1'§.;i:plus' Lines insu\,;1nce c~~1·p1a'h'hKM~#:~~745), Wilrningtilri,'Delaware: 
This co/npahy reclomesticated from ConHectic'ut ttipc awn\ e q'/i1¥~Y 2s; '260~. This 
company changed its name to Arrowood Surplus LinJs lnslirlu:ice'Co"rnpariy on Sep­
tember 15, 2007. 

,' •' ), : , . ~ 1 .- rr, .• • J; f ''I' ,,11 , l 

Safeguar'd Inslira;tce Compaiiy {AMR# Oi.440), F,{i-Wtirlglou:'Co'nriccii.'cut: On De­
cember 31, 2004, the company merged into Securily Insurance Company of Hartford, 

·, ' I ' - " ' j • ' J j ~ I l I :j 11 I j I " ; t ·~ 

Saint J6hns Mutual Insurance Comp:iny {AMB# Hl413); Washington, Missouri.: 
Effective January 30, 2004, the name of the company was changed to United MuttiJI ' 
Insurance Company. 

Ji 

St. Paul Companies (AMB# 00080), St. Paul, Minnesota·: Effective April I, 2004, 
St. Paul Companies and Travelers Property Casualty Corporation completed the 
merger that co'rrtbirtes both groups arid is rio'w known as St. ,eaul Travelers Companies.' 

St. Paul Insurance Company of North Dakota (AMB# 01703), Bismarck, North 
Dakota: Effective Jamiary I, 2004; the company'merged into St. Paul Fire &-Manne ,, 
lnsurance ·Company, .. 

St. Paul Insurance Co'mpany of Illinois (AMB# 04871), Chicago, Illinois: Effective 
January I , 2003; the company merged into its parent; St. Paul fire and Marine I nsur­
ance Company. 

St. Paul Property & Casualty Insurance Company (AMB# 01702), Omaha, Ne­
braska: Effective January I , 2003, the company merged into its parent, St. Patil 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 Companies on February 
26, 2007. 

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

,, 
San Antonio Reinsurance Company (AMB# 02807), San Antonlo, ,Texas: Th.ls 
company changed its name to San Antonio Indemnity Company on June 5; 2008. 

The Sea Irts'urance Company of America (AMB# 02094), New Y.ork; New:'fork: 
This company.was•inerged info Royal Indemnity Company on Dec.ember 31, 2005 ," · 

SEACO Insurance Company (AMB# 02071), Framingham, Massachusetts: This 
com·pariy!ch'?nged its name 'to Dentegra ·lnsurance Company of.New England•subse>• · · 
quent to being 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 I 0, 
2004. . 

i •'< J'{ •. 

Security Indeninity Insurance Company {AMB#-10420), Neptune, New Jersey: 
Duririg the first quarter of 2003, the company was placed under state.superviston by 
the New Jersey Department oflnsurance. On June 27, 2003, the company was placed 
in re\lahilitation. Pn Ma.rch}~; :2094, the s.t.ate ofNe111.Jersey1fi!e/l, /ln qrder. of,liquida-
tipn,whi9h I;,ecamefffe.ctive J1me 30'. 2004. , :r• 

Security Insurance Company of Hartford (AMB# 02457), Wilmington, Delaware: 
This company;was•ri:domestic~t§<;l·from;\'.:lonnectic11t to,l)elaware,m1, May-2.5, 200(\. ·,' 
This company:merged into-Arrowood Indemnity Company on Septe.mber 30, 2007. ·, 

Senior Cjtl~ens)\'lutual Insurance Company,(AMB# 10835),.Miami, Flori<;ia:·This, 
company .wa~,p.laced in liquidation on Ju11e 2,,20.05. · , 

Service General Insurance Company {AMB# 04698), New Castle; Delaware: Thts 
company cJJiitilie.d (ts name to, HSBC Insurance,C::~mpany of D~l11war.~1Ql1f A.11gust , l., 
2005. l J , , ' • I" 1 /'11 ' I I , ! ~'l",fl.,i ~Df,{j,'fl' ,.; r 

, , , ,..1 • \.i)tlt,1 ' , ' 

Sheffield Insurance Corporation (AMB# 12515), Chicago; Illinois: This company 
was s.ol!has.a i,hell to M:C:IS.,Specialty_ U::S., Holdings; Jnc;.on·Ji:1>hryazy.,28/ 4QOi\.., Effeo,; 
tiY.e ~UJ1e:,~\! 200~1 the; n~me of the company. was ,change:d to AX!S .. Surplus)ns11rimce , t 
Company followJl.lg t!).e;acquisition.by AXIS .U IS. H<;,ldi11gs, lt)c. 1,,,, , • , 111 ,swu• ,ud 

Shell!y CasualtyilnsutaI1ce.·(i;pmp11ny:(Al\1J,3# .07,27.ii);:Saq,.i\)ltO)lio, .Texas : This ,, 
COIQRaJiy 1e4,qmestl,cat~cl.~om,B~dfor4.1?1fr/<,,lJlinois \Q;San AlitP.ni.o,:i;exas in March , 
2006: This c.qmpa11y was placed m hq(udation on,Augus~ l; ,2q0,6i 1,,;;,Ju,,,.,, .. ·., . _. 

Shelby,Fa~mers:MUtua.IFjre Insurance.:«:ompapy;{A,Mll/1,1011:U);r.i\.'lrlboy, IYl\une! 
s~~a: p,is AClmp;any,~erge<!-.with Kelso F.armers•l'4utu

1
al,flire r11~1\\11nce,pomp~ny, ,the . 

.surv.1.vor;ort'Jiinuary 1; .~.007. "h 1r rl t ·,, •;t~ I M,••h1p , , •"'' l--

Th.e S,h?l!!Y In_surance,- ,~91l!l)8liY (AMB# 00832); San,~nt~'!\o;,·'A'GJa~:(f'his com-11'• 
pany retlomestrcated,ftom Bedford·Park, Ilhno1Ho San A:11t0Il,lo;,Texas mMarch 2006. 
This company was placed in liquidation on August I, 2006. ' 

-. I . , •~~rt nw J I r ' 1· 11 , H1 , · 11 , 11 1, 1 1 "1111 1 1•1 , : , , 1,, 

Sierra Insurance Company o{ Texas (AMB# 12129),·Da\J.as; .Teias: ;This company 
changed its name to C ortla_ndt Insurance Company on August 17 ,' ~Oq4. ' 

, ' 1- ,1 /J I.• I --,.1_, · t ~r,·,1~111ul111 il·)l1'1""1i1 1•·}.11 ,·1 

Sitius .A:~erica Insurance·Company {AMB# 03758), ,Wilmiilgto11, Delaware: This 
~ompany cjtan?ed its .~ame to Delos Insurance Comp~ny 011 f>tYgust 3, 2006, 

Skandia Insurance. Company Llmite4 {Canada:Branch) {AMB# 85120),1Toronto;: 
Ontario, Canada: As of2004; the company was·no.longer·0SFI registered:' • 

S~uth Ca~dlin,i.Insiirliitce Company {AMB#·00840), Cohmibl~,,South Carolina: 
This company .was placed inJiqmdation on March 21, 2005. I, 

I I : I/,' II. . 

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

Southeastern US Ca'ptive'Jnsurance Company'{AMB# 12507)/ Atianta, 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,~,r',. ' -t f , ' , I ft • I I 

, I .'tlJ 'I 

Southern Family Insurance Company, Inc. {AMB# 11916)/ Tampa; Florida:This 
company was placed in liquidation on May 31, 2006. 

I ,I 

Southern Fire & .Casualty Company (AMB# 02402), Knoxville, Tennessee: This 
company redomesticated from Tennessee to Wisconsin on March 31, 2005. 

Southern Group:Indemnity Inc. ·{AMB# 11104), Miami Lakes;sFiorida: 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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