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Annual Statement for the year 2009 of the Appalachian Insurance Company

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. Bonds (SChEAUIE D).....couuverrircceierieeieriseesiesisesissseessssesssesssessssesssssssesssssssessss | soneesesssenes 185,324,441 | ..o | e 185,324,441 | .oovvv 150,244,374
2. Stocks (Schedule D):
2.0 Preferred StOCKS. ...t essse s seseses | aesssesssnesseens 2,500,000 | ..vvooerirrrrcrirerieneiens | e, 2,500,000 | .coorevrerrrirnn 2,500,000
2.2 COMMON SHOCKS.......ourermrerrrrirreiserissesiesssessssssesssssessss i sesssesssesssenssesssssensnns | sessseesssessssesssessssesssnensss | sreessssessimssssnesssnnsssesssn | sseesseessesssnsssensseens (VN RN
3. Mortgage loans on real estate (Schedule B):
BT FIISEIENS ... | e | s | s LU R
3.2 Other than firSt IENS.........cvueeveeerriecirerereerereesresessseseesssessssesssssssenses | coesssesssssssssssssessssssens | sresnesssmessessssssssesneses | eessesssesssssessnesesesnns (U N
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES)......eeocereereirereeseeseessseeseesessesssstseesessssssesessessessessessesssssessestesssssnsss | sesessessesssssssssessasssssnssesss | sesessesssssessessassnsssnssnssans | seessesssssnssnsssnssessessanens (11 TR
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES)....o.vvevieveiirierieisesesse sttt ses s sssssse et se s s ssstesesssessessesssssssens | sressessessssessesssssssassesssssnss | svessesisssssssesssssssessessssenss | cossnssesississessessssessessens (1 U
4.3  Properties held for sale (less §.......... 0 €NCUMDIANCES).....euverircerireinneeneireineernees [ cereeenineineiesesinsisssessnnes | seeseesessssessssssssssssssesssens | ceessesessssssssssssessessnsens 0 [
5.
6. Contract loans (including §.......... 0 PrEMIUM NOLES).....ovuiviveiecieieeeieicteie e sssssesesssiens | cevensesesssssssessssssesessesens | eessesesnssesesssssessssessens | cevessesessssssssssessssenees (11 TR
7. Otherinvested assets (SChEUIE BA)........c.ccoveiieieiceseesesese e senenes | crvsiesssisisssssssssssesssnnss | svssesississssesessssssessssnnes | cnsssssesiesissesessssesssssens (1 U
8. RECEIVADIES fOr SECUMHES........uucvereerceirerireceieiieesie st siesiessssesiessssssissesssensen | setsisessssesssessssssssesssnens | sessssessnnessesssesesssnnnes | ceveessseessnesssnesseesesnns O [
9. Aggregate write-ins for INVEStEA @SSELS.........cc.ecuevciveeieieieese e | errsrississsss e ssessessnsaes 0 ] e [0 IO 0] e 0
10. Subtotals, cash and invested assets (LINES 110 9).......ccveverereerercieieeseeeeeeeseienees | ceveveneens 192,067,359 | ..covvvrrereieirrieieieiens (1] I 192,067,359 | ..cccvvvniee 160,519,530
11. Title plants less §.......... 0 charged off (for Title INSUTErs ONlY).........cccueveeveeirereierireieiens [ e | e | e (01 R
12.  Investmentincome due and aCCIUEM...........cccvvirinrinriininsiisiienesesesesssssissiis | s 2,198,516 | oo [ e 2,198,516 | ...ocvvvcricrinae 1,913,297
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of collection.............ccccoee. [ oereiiiiennas 15,995,636 | ..covververerrirerereinseniens [ evrieirereninns 15,995,636 |....ccccoevvnee 13,317,151
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PremiUMS).........ccovverires | eeereermeneenereinieeneiieeees | v | e (1 R
13.3  Accrued retroSpective PrEMIUMS...........ccoverirrrerrerireereeeesesssessessssesssssssssessssssssnes | resessssssssssssessessnsssnssessns | seseesessnsssssssssessesssssessenes | sessesssssmssessnssnesessanens (1 R
14.  Reinsurance:
14.1  Amounts recoverable from FEINSUIETS...........cccvueveveirirereeseeiee e enens | covevesesiesens 11,275,148 | oo [ e, 11,275,148 | .o 7,034,307
14.2 Funds held by or deposited with reinsured COMPANIES...........ocvrurereereerrineeneneens [ corrrireneirncnsireins [ | e (11 U
14.3  Other amounts receivable under reinSuranCe CONTaCtS.............ocneereenerrerineines e | rernerneincnennesnennesnes | eeveneennsnnsnnsnnenneeenns0 [ v
15.  Amounts receivable relating to UNINSUIEd PIANS...........ccveciiieieicesie s | cererieissiesessssssssessssnsens | eeesesiessssesessssesessssssens | cevessesesissessssesessssenees (1 U
16.1 Current federal and foreign income tax recoverable and interest thereon............co.evees [ o [ [ e, (1 R
16.2 Net deferred tax @SSEL..........cocviriininrrerere s sesienes [ e 296,000 | oo [ e 296,000 | ...cvverecrieninas 347,000
17.  Guaranty funds receivable Or 0N dePOSIL...........c.cvevirriieieiiieieeeese e seisseesssesenens | cevvsiesesssesese s 30 | | e 30 | oo 45
18. Electronic data processing equipment and SOfWATE...........cc.ccueieicveirierciisieeiseesens | ceerieisssesesssssssesesssiens | eeesesiessesessssssesssssssens | oevessesesisssssssesessssenees 0 [
19.  Furniture and equipment, including health care delivery assets ($.......... 0)erveverrreennenes [ e [ | e (11 RO
20. Net adjustment in assets and liabilities due to foreign exchange rates..........cocovvevevees [ e [ [ e (11 TR
21. Receivables from parent, subsidiaries and affiliates.............ccovveierieririeenieieieneiei [ [ [ e (] O 1,867,251
22. Health care (§.......... 0) and other amounts receivable
23.  Aggregate write-ins for other than invested assets
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23)........cvvuumrrererirrernerinresiesisessiseeisesssesssesssesssssesssssssenens | eerenesseneens 221,848,563 | ..o 0 s 221,848,563 | ..o 189,083,780
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES.........cou.. [ rvvreieisiieieieseinciieis | eeveiesesseieesssiseiesiens | seesessesiesesseesse s (1
26. TOTALS (LIN€S 24 NG 25).........coourvrierereiriereinerineesiseseieesiseesesesssesessessisesesssessnsesesenes | eereesseneees 221,848,563 | ....oovvvirrrcrrerin) (V) [ 221,848,563 | .............. 189,083,780
DETAILS OF WRITE-INS
0901, oottt ettt [ cereent st enntes | erenesenn s | e s (U RN
0902, .oooeeeeieri st nene s | cireestsnensi st enntes | orenesenn s | e s (U N
0903, oottt nens s | cerenstsneess st enntes | orenesensienesi s | e s (U RN
0998. Summary of remaining write-ins for Line 9 from overflow page........cccocevevieiereveciienns | covvveissssseieiesseennd (U1 (U1 IO (01 S 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LIN€ 9 @DOVE).........cevivviiirerieieisieeieeiisiins | eveereiisiesssesiesssssseneans [0 1 OO (01 OO {01 O 0
2301, LOSS ClBAIMNG......cveveeieererieieses ettt st esse st sss s sssss s s ssssesssssssessesnsns | sensessesssssenseseens 15,476 [ oo | v 15,476 [ .ooeveerirernnn 4,084,269
2302. Miscellaneous RECIBVADIE............c..vvrrecnrririrseesse s esssssssessssssessssens | cessneessessssensssneessees 399 [ oo [ e 399 [ e 929
2303, ot rens s | sireestneess et enntens | crenssenni s enssens | e s (U
2398. Summary of remaining write-ins for Line 23 from overflow page
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @abOVe)........ccvvrreiieeriercriisesiciieeians




Annual Statement for the year 2009 of the Appalachian Insurance Company

LIABILITIES, SURPLUS AND OTHER FUNDS

Currer11t Year Prior2Year
1. L0SSES (Part 2A, LINE 35, COIUMN 8)......ccuuuurreeuueeeesseresseesessessessseesssss st st ess st s es st sss st | essesssssssssssnnes 25,163,592 [ oo 44,118,351
2. Reinsurance payable on paid losses and loss adjustment expenses (Schedule F, Part 1, Column 6)..........cc.ecvevvereevereeieneesreeeenns | cevvveiveieseeinn 23,087,961 | coovereririiinns 7,018,457
3. Loss adjustment expenses (Part 2A, Line 35, COIUMN )..........cceiuiieieiieieiesie et ss s sssss s ssss st sessessssssssesssssans | essessessessnssanss 12,460,261 | oo 7,416,939
4. Commissions payable, contingent commissions and other SIMIIAr CHAIGES............ccueiuiicieieiiiee ettt stesss s | estesessesses e ssesses s bssssessenes | essssssssessess s sses s b saessnes
5. Other expenses (eXCIUding taxes, lICENSES ANA fEES).........ccriicireiicicieiseier ettt bbb saes st esas | sbesssessessessssssssesssstsssessessans | sbessssasstessssssssessesbss e ssestans
6. Taxes, licenses and fees (excluding federal and foreign iNCOME tAXES).........c.vevererieeieieierseisesese e sessssesssssssessssesssssssssenss | evvnsssessessesesssesienee 16,082 [ coveieisiieiieieiians 215,522
7.1 Current federal and foreign income taxes (including $.....937,000 on realized capital gains (I0SSES))......c.covevueerrerieerreernerineieeienins | cevveeiiesiiesiennns 11,559,407 | oo 2,750,641
7.2 NEt defErmed taX lIADIIILY.........c.cocvevrericicie ettt bbb st s bbb bbbt s b s s bsens | Hebsessessassssessessens e ssessentnes | esbasssesssssens e s e st en s nsnes
8. Borrowed money §.......... 0 and interest thereon §.......... Dottt aes s ssensans | eeesssessseeesssesss s ssensssnns | eessieesseess et
9. Unearned premiums (Part 1A, Line 38, Column 5) (after deducting unearned premiums for ceded reinsurance of
$.....49,699 and including warranty reserves of §.......... 0) PR ISP 931 | e 1,119
10, AVANCE PIEMIUM.......ocvieiveieieieisicte ettt ettt sttt es s bbb b s s e st st b st s s st b s e b s s se s b st sssse s e s s sebebsebeb et s sebebassebessnsetassnsets | nesesssssesesnsesassssetessesesessnsnss | sbebessnsesesssesesnsesessnsstesnsnaas
11. Dividends declared and unpaid:
111 SHOCKNOIABTS. ...ttt | wbsesssren et nenins | enn et
T2 POlICYNOIABIS. .....ocveeeece ettt et a bbb s et e s ettt s s b s st s st s st e st st essessnbsnsessnsanssnsasans | eesessessesstessessesensesssssssnnsasses | esbessesentnsessesentnntes st en e ras
12.  Ceded reinsurance premiums payable (net of ceding COMMISSIONS)........c..cuiviveiviieiieieiiereseiie et sss s ssssssssesenes || cvessssssesssssseseenes 119,679 [ e, 119,679
13.  Funds held by company under reinsurance treaties (Schedule F, Part 3, COIUMN 19)........ccoieireieiceecieseesieieiseteseeseeeeiesesens | cevseresiessssessessssssssssssssssesses | cessesssssssssssessssssessssssessesas
14. Amounts withheld or retained by company for aCCOUNT Of OTNETS...........cvviieiiirireeeeeee et s st ssenns | eetessessessssessessssssssesssssssesses | eetessessssisssssessssssesssssseseesas
15.  Remitfances and iteMS NOT AlIOCAIEM. ...........cuuuiruuirurriiiiiieetiei ettt | Hieeseestseeb s ss sttt | sebeetsieess sttt
16.  Provision for reinsurance (SChEAUIE F, PArt 7)........c.cuiueicvieeeieseeeceeee ettt sae st ssss s sss s s ssssessssanss | evesssssessssissesseses 2,056,457 | coovveverireiae 1,259,492
17.  Net adjustments in assets and liabilities due t0 fOreign EXChANGE FALES.........virrerrieierrrrr ettt ssessssssnes [ stssssessesssssssssessessssssessessanssns | stesssssessessssssessessassssssessassens
18.  Drafts outstanding
19. Payable to parent, subsidiaries and affiliates..............cceririieiiciieie ettt | v 3475340 | oo
20, PaYADIE fOF SECUMTIES. ... vuerererrireeeerieiees ettt sttt s sk E ettt s st st ssessnssensnes | sessessessessnsssnssessastnsnnssessansns | sesssssessessastnssnssantanssessessenens
21.  Liability for amounts held UNder UNINSUFEA PIANS...........ccriierriririneinsiriscissisissiese ettt ssess s ssesssssssssessessesssssessessassssssessnes | sessessessessssssessessassnssessessansns | sessssessessnssssssssssssnssssessesens
22. Capital notes §........... 0 and interest thereon §.......... 0ttt ettt st ssnns | ensiessess et ettt en e | eessess ettt
23, Aggregate Write-inS fOr NADIIIES............rurieie ettt sttt st et st stensns | srbiessenssnssessnssns st (U [ 4,072,130
24. Total liabilities excluding protected cell liabilities (Lines 1 through 23)...........ccrnnieiscneeseieeseisesseeseseesssssssesssssssssssess | seeseeseesssesseneens 77,939,690 | coovvrreriencinnne 66,972,329
25, PrOteCted Coll ADIIIES. ........ceurercercicicic bbbttt en e | enbrene st | s
26.  Total liabilities (LINES 24 @NG 25)..........everrerreereeireeereeeseessseesssesssseess e sssssssssssesssessssessssssssssssesssssssssessssssssssssssssssesssssssssessssnessss | sssssassssssesssees 77,939,690 [ ..o, 66,972,329
27.  Aggregate write-ins for SPECIal SUMPIUS fUNDS. ...ttt sttt sttt entenes | srisestessesssessessensee e sseneenens (0 OO 0
28. Common capital stock
29, Preferred CapItal STIOCK. ..ottt E bbbttt bennns | sntretsestent et et nten bt stentenens | sebebest ettt
30. Aggregate write-ins for other than Special SUMPIUS fUNAS.............oriiri ettt sttt nsntas | freesessestsesssestees e sseseees 0 [ 0
3. SUIPIUS MOTES. ...ttt ettt ettt s b 8o £ 8 e£E 2S£ E 84S E o2 £ 28R £E 42 bR E e b bR s e s enb et e st enbeetas | £rebsesseesantntessentaes e ssessentnes | retaeeseesent st e s st et enn s
32, Gross paid in and CONHDUIEA SUPIUS........c.ovueiueiciiieicictis ettt st ss s b st sessessensnsns | bosvessessessssssenss 7577528 | oo 7,577,528
33, UN@SSIGNE fUNAS (SUIPIUS).......vvevriviierieiiciiisiicicisste ettt st b s bbbttt b st s st s s sensesnbntenas | evsebissesssnsesaes 132,806,345 | ..coovveverenne. 111,008,923
34. Less treasury stock, at cost:
K3 0.000 shares common (value included in Line 28 §.......... 0) ettt sttt e ssestssaes | srbeesestes sttt testentas | erbense s st st
342 .. 0.000 shares preferred (value included in Line 29 §.......... 0) ettt ettt bbbt entnbas | entansessest st s siessen s bt estants | enbsssassiestent st st st st s s anes
35.  Surplus as regards policyholders (Lines 27 to 33, less 34) (Page 4, LINE 39).........ccueueieeuneieieiiieieeese e sesesssssssessesssssessesss | ssesssssssssesaenes 143,908,873 | ..oooveveeres 122,111,451
36. TOTALS (Page 2, Line 26, Col. 3).... 221,848,563 | ...cooccvvvvneenn 189,083,780
DETAILS OF WRITE-INS
2301, MISC. ACCOUNES PAYADIE..........c.cueivieeiiiiieieiiteiie sttt bbbttt n s s snsensensenans | sbessessessnsnssessessnsensessntensensens | ersssessessnsnstessesas 4,072,130
2302, oot R8RSR Rk n s nsntns | rneesb ettt | et
2303, ootttk snsntns | et et | b
2398. Summary of remaining write-ins for Line 23 from OVEIfIOW PAGE........cc.ceuriiieieicieee ettt ssssssessaes | srsessessessssssessessssssssessessas (01 O 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (LINE 23 @D0VE).........cuiveiicieiiiieeiiiieesiiisieesessestesssssssssssssssessnsessssssessssssssssssssssssnssssessnsnses | sesesssissessssssenssssessssssesses (L] I 4,072,130
2701.
2702.
2703.
2798. Summary of remaining write-ins for Line 27 from OVEIfIOW PAGE..........cc.cveveicvereieteesee ettt sssssssesesssssessssssssssnes | sevesiesissesssissessssssssssssenen (1 TN 0
2799. Totals (Lines 2701 thru 2703 plus 2798) (LINE 27 @D0VE)........iuiveeiiiieiieeiiiiesieisites st sssssessssssnsessssssessesssssssssssssesssssssessnsnses | snsesesssessessssnssssessssnsanses (01 N 0
3007, oottt R RS R R S Rttt nsnts | retese et | st
3002, oot RS R Rttt nsnts | retens et | st
0 OO OO PR OTSOPPTTS BESOTO PP RTOTSTPTRN DO
3098. Summary of remaining write-ins for Line 30 from OVEIfIOW PAGE..........cccveveiiveieeese ettt besss s ssssnes | sevesesissessssssesssssesessssenee (0 0
3099. Totals (Lines 3001 thru 3003 plus 3098) (LINE 30 @D0VE)......cuiuiieiiiiiiiieiiiit sttt es et ssses s sssessesssssssssssssessssnsessssnses | snsessesnsesssssnsenssssessssnsanees {1 O 0
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STATEMENT OF INCOME

© N o ok

21.
22.
23.
24
25.
26.
27.
28.
29.
30.
31.
32.

33.

34.
35.
36.
37.
38.
39.

UNDERWRITING INCOME
Premiums earned (Part 1, Ling 35, COIUMN 4).........coouiiiiieiieieieeie ettt
DEDUCTIONS
Losses incurred (Part 2, Ling 35, COIUMN 7).........criiurieiieiieiece ettt
Loss adjustment expenses incurred (Part 3, Ling 25, COIUMN 1)........cviiriireeeireiseineseeessese e
Other underwriting expenses incurred (Part 3, Line 25, Column 2)....
Aggregate write-ins for underwriting dEAUCHIONS.............cviriiieireirree e
Total underwriting deductions (LINES 2 tFOUGN 5).........cueuiuiiiiiiiee ettt
NetiNCOME OF PrOECIEA CEIIS.........cviuriiriicie bbbt
Net underwriting gain (10ss) (Line 1 Minus Ling 6 PIUS LINE 7).......c.vuiviiiirierirircnceneiceiseeeee s
INVESTMENT INCOME
Net investment income earned (Exhibit of Net Investment Income, Ling 17)........covviueiiirieirieeeieeeeee s
Net realized capital gains (losses) less capital gains tax of $.....937,000 (Exhibit of Capital Gains (L0SSES))...........cco......
Net investment gain (10SS) (LINES 9 + 10)........cuiuiiiiiiiriirinireieiee bbb

OTHER INCOME

Net gain (loss) from agents' or premium balances charged off (amount recovered §..........0
amount charged off §.......... ). turtee ittt bbb

Finance and service charges not included in PremMiUMS...........c.cueiieiiiricieiiee ettt
Aggregate write-ins for miscellaneous income...
Total other income (LINES 12 throUGh 14).........cuiiiiiie ettt

Net income before dividends to policyholders, after capital gains tax and before all other federal and foreign
INCOME AXES (LINES 8 F 11 4 15)... et bbbttt

Dividends to policyholders

Net income, after dividends to policyholders, after capital gains tax and before all other federal and foreign
income taxes (LINE 16 MINUS LINE 17).....c.iueuiieiiieiieieeies sttt bbb

Federal and foreign iNCOME tAXES INCUITEA............cuiuriiiriieiie bbb
Net income (Line 18 minus Line 19) (to Line 22)

CAPITAL AND SURPLUS ACCOUNT
Surplus as regards policyholders, December 31 prior year (Page 4, Line 39, Column 2)..........ccoverieninnienenenenieinenae
Net income (from Line 20).........ccvueerirernireininee
Net transfers (to) from Protected Cell BCCOUNTS..........c.cuiiiiiiiciicirce bbb
Change in net unrealized capital gains or (losses) less capital gains tax of $.......... 0
Change in net unrealized foreign exchange capital gain (I0SS).........ceriruriririiiriiree e
Change in Net deferred INCOME TaX..... ..o bbbttt bbb
Change in nonadmitted assets (Exhibit of Nonadmitted Assets, Ling 26 COIUMN 3)........c.covvvvrrrinrneninieeeeeeneeneines
Change in provision for reinsurance (Page 3, Line 16, Column 2 minus COlUMN 1).........covirrerrenrenrnrenenenrnrneeeeeeenees
Change in SUPIUS NOES.........uvuereereereeeieieiess s
Surplus (contributed to) withdrawn from protected cells
Cumulative effect of changes in accounting PriNCIPIES. ..........ccviueviveicieiceiieie ettt st
Capital changes:
32,1 PAIA TNttt
32.2 Transferred from surplus (Stock DIVIAEND)............covuiuiieiiiicieicisi et
32.3 TranSfermed t0 SUMPIUS........c.cvcvieeriiecisictsictee ettt
Surplus adjustments:
331 PAIA TNttt
33.2 Transferred to capital (Stock Dividend).
33.3. Transferred from CAPItAl..........oovrvreeeeerece s
Net remittances from or (10) HOME OffiCe. ..o
Dividends t0 STOCKNOIAETS..........cvvieeieieieii ettt ee s
Change in treasury stock (Page 3, Lines 34.1 and 34.2, Column 2 minus Column 1)..........ccevievrierieirieieieseeseeeeens
Aggregate write-ins for gains and I0SSES I SUMPIUS...........vuvererrirreeiereireceeeese ettt
Change in surplus as regards policyholders for the year (Lines 22 through 37)..........cccccevieirienienieseeseesee e
Surplus as regards policyholders, December 31 current year (Line 21 plus Line 38) (Page 3, Line 35)..

1
Current Year

2
Prior Year

....................... 60,504,681

....................... 22,889,259
......................... 2,452,881
15,296,936

....................... 54,054,837

....................... 38,963,741
......................... 2,960,010
.11,400,562

....................... 11,475,467
......................... 1,739,454

......................... 8,490,946
........................ (1,187,899)

....................... 13,214,921

......................... 7,303,047

....................... 33,082,388
10,437,000

......................... 8,004,738
3,351,000

22,645,388

4,653,738

..................... 122,111,451
..22,645,388

........................... (473,000)
............................ 422,000
........................... (796,965)

..................... 117,083,069
4,653,738

............................ 134,000
............................ 137,000
............................ 103,643

....................... 21,797,423

......................... 5,028,381

....143,908,873

...122,111,451

DETAILS OF WRITE-INS

0501.
0502.
0503.
0598.
0599.

Summary of remaining write-ins for Line 5 from overflow page..
Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above

1401.
1402.
1403.
1498.
1499.

Miscellaneous balances (charged off) / recovered.........

Summary of remaining write-ins for Line 14 from oVerflow Page..........c.oeueueeeiriiiiiieieeeeseseseseessessssssesseneseenens
Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE).......cuiiiiiiiiiiiiiie i

3701.
3702.
3703.
3798.
3799.

Summary of remaining write-ins for Line 37 from oVerflow Page............ocueueeeviieiiiiieienicscsesessisee i
Totals (Lines 3701 thru 3703 plus 3798) (LiNE 37 @DOVE)........cuiiuiiiiieiiiieiieiii ittt




Annual Statement for the year 2009 of the Appalachian Insurance Company

CASH FLOW

Currer1t Year PriorzYear
CASH FROM OPERATIONS
1. Premiums collected Nt Of FBINSUIANCE..........cviiiiicicicetetcce ettt sttt b st b s s s st ssstebeberennans | ebereresenissssnns 57,826,009 | ....ccevererrnnnn 43,466,747
2. NEtiNVESIMENE INCOME........oieieceeiieeectce ettt ee st sn st s sssssnsnsssssnasasssssssnssansesansns | sssesesssesinsnsesns 11,299,708 | oo 9,110,127
3. Miscellaneous income ....1,861 ....(28,835)
4. Total (LINES 1 trOUGN 3)....cuiieeiiieiie sttt ssssessetenns | cbessesesseannsesnnes 69,127,578 | wcoovevecrere 52,548,039
5. Benefit and 10SS related PAYMENLS. ..ottt netens | etbeneten e 25,946,563 | ..o 55,014,302
6.  Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES.............ovreueeercerienrnirnrnerienes | e | serveenesnessesseesssssesssessessessenns
7. Commissions, expenses paid and aggregate write-ins for dedUCHONS............ccrirriiinieninnieeece s | ceeeeeeeineeneeees 12,905,940 | oovvevveeiin 14,879,391
8. Dividends paid t0 POCYNOIAETS. ........cuureuieieiiiiireiieie ettt enne | esseesenseseees ettt nsbantentents | oresseenee ettt nnes
9.  Federal and foreign income taxes paid (recovered) net of $.....937,000 tax on capital gains (I0SSES)...........ovreeerrerrerrererens [ erisrisiissieinnens 2,565,234 | oo 8,566,545
10, Total (LINES 5 HrOUGN 9)...ccvuieiiriieiiieiiineesct ettt sttt ssentnns | eessestsessensnnss 4417736 | oo 78,460,238
11, Net cash from operations (Line 4 MiNUS LINE 10)..........cccevrireirireiiieiireiereeie ettt ettt snas | envesissesissesssns 27,709,841 [ ooovrre. (25,912,199)
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
121 BONGS. ..ottt bbbttt tanntnns | enteetenteennneas 43,330,331 | oo 38,633,962
12020 SHOCKS.....ecvvcererrceer et bbbttt | cebntb sttt | e
12.3 MOMGAGE I0BNS.......eeeiieiieciicie ettt bbbkt b bbbt b st e s s nsebensebensebensatas | sesetessetessebassetentebnnsebentebantes | cbetiebeseben bbbt es
124 REAIESEALE.........eeeececec st | erier ettt | e nees
12,5 OthEr INVESIEA BSSELS........ceueeeeeeieiee bbbt senns | ebsebsetebeb bbbttt | reseb et aes
12.6 Net gains or (losses) on cash, cash equivalents and Short-term INVESIMENES...........c.ccvvrerrrrnnnnrrereees | e [ e
12.7 Miscellaneous proceeds
12.8 Total investment proceeds (LINES 12.110 12.7)....c.vueieieieieieieieeiesee sttt sttt sttt st snsens | sensessssessnsesneas 43,330,331 | oo 38,633,962
13.  Cost of investments acquired (long-term only):
131 BONGS. ..ottt ss st nntnns | estensienteneieneas 75,843,403 | oo 11,344,929
1312 SHOCKS. ... vvvsesree ettt | errer ettt | e
13.3 MOMGAGE I0BNS.......eeeeeeieii ettt ents | ettt ettt | ettt aen
134 Real estate
13,5 Other INVESIEA BSSEES. ......eveeeeeeire ettt ss s s essessnnns | seeseeneeeenseeesetneesstsssansestanes | reeseseneeneesesastessansessesnennees
13.6  MiSCEllANEOUS APPHICATIONS. ......c.vuivieiiieiiieieiei ettt n e bbbt nsees | sesehstsshsnsshstsetsnssssnsessnsensnies | cbsssessssessssnsssseesssensssensssenses
13.7 Total investments acquired (LINES 13.1 10 13.68).......ceuiveiieiieiieeeeeeee ettt sssnsesnnes | eessessssessssessneas 75,843,403 | ... 11,344,929
14.  Netincrease (decrease) in contract 10ans and PrEMIUM NOES. .......c.ovcurirriiieiriieiniritente e snssenens | cebntsessssesseses st ssssesnstens | rtsesnssesnssesses s sensees
15.  Net cash from investments (Line 12.8 minus Lines 13.7 MiNUS LiNE 14).........cocoiiuriiiniinirnieereeseenee e sesesseiens | veveisesesnseenees (32,513,072) | evvveerieiine 27,289,033
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUIPIUS NOLES, CAPITAl NOLES.........coecviecriiciiictc sttt ettt s st st ssessnsenas | ebsssessssessessssessssessssesensessnses | cbesesesesesseseseses s s ssnsesees
16.2 Capital and paid in SUrPIUS, 18SS trE@SUNY STOCK...........cuiviiirriiiieieieicieeieieeeei bbbttt nees | eeesesnes bbbttt sttt | resesessebneb s ssensees
16.3 BOMTOWEA fUNDS.......cvuiiiirciiecinei ittt st | cebnebsesbne s es st nen st ensentns | conebessses st
16.4 Net deposits on deposit-type contracts and other insurance liabilities...............couerierirnireeeeceeeies | e | et
16.5  Dividends 10 SLOCKNOIABTS.............couiviiricicc ettt | oeeerenne et ensenrenes | reser et naes
16.6 Other cash provided (applied) 1,270,992 ....9,264,317
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)............ccccccouvenee. 1,270,992 | oo 9,264,317
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Ling 17)........cccocvvivnrvvens [ ovvineinneninnns (3,532,238) [ .vvevirrirne 10,641,152
19.  Cash, cash equivalents and short-term investments:
19.1 BEGINNING Of YEAI ...ttt bbbttt ettt nts | ebebnesebnssensesenees 7775156 | oo (2,865,996)
19.2 End of year (Line 18 PlIUS LINE 19.1)...c.. ittt sessnssenssnsssnsnns | eesssesssssssssnsnes 4,242,918 | ..o 7,775,156

Note: Supplemental disclosures of cash flow information for non-cash transactions:

[ 20.0001
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UNDERWRITING AND INVESTMENT EXHIBIT

Line of Business

PART 1 - PREMIUMS EARNED
1

4

Premiums
Earned
During Year
(Cols. 1+2-3)

19.1,19.2
19.3, 194
21.
22.
23.
24,
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.

Farmowners multiple Peril...........ccooeenirenenenenencncscne
Homeowners multiple Peril...........oorrnnnnneees
Commercial multiple Peril...........ccreerereereereenenenrsseeees
Mortgage gUaraNty............oeeereeemeenieene e
OCEAN MAMNE.....euerceceeeiieieee s
INIANA MAMINE. ..o e
Financial QUaranty............coceoeueeruricieicieeeie e
Medical professional liability - occurrence.............cccevieinierininnee.
Medical professional liability - claims-made.............c.cccooeieininnee.
EarthqQUake..........cceuiiriiecc s
Group accident and health............cccooerinriiieee,
Credit accident and health (group and individual)............c..ccccc......
Other accident and health...........ccoovierereeecccccne
Workers' COmMPENSALIoN...........cvureiuriiiriiireireseiee e
Other liability - OCCUITENCE........c.cviviciricieicecee e
Other liability - claims-made............cccvveurieinienienienieneeineas
Excess workers' compensation............cceeerieeneennenneenneenneens
Products liability - OCCUITENCE.........cuviverrireirieiererereis
Products liability - claims-made...........ccooevireneneniennes
Private passenger auto liability.........c.cocevienieninnennnnes
Commercial auto liability..............cceeeveriveiieicececeees
Auto physical damage.........ccoveerrerriereeerre s

Aircraft (all PErils)........ccviveiieiieieece s

Boiler and machinery..........ccovenenencneeeeeces
00T 1 OO
INtErNGtioNAL.......c.ceevieciicc e
WaITANEY. ..o e
Reinsurance - nonproportional assumed property............c...cce....
Reinsurance - nonproportional assumed liability............ccccccceenvne
Reinsurance - nonproportional assumed financial lines...............
Aggregate write-ins for other lines of business..............ccccvvvnee.

TOTALS ...

3401.
3402.
3403.
3498.
3499.

Summary of remaining write-ins for Line 34 from overflow page..

Totals (Lines 3401 thru 3403 plus 3498) (Line 34 above)............

2
Unearned Premiums
Net December 31
Premiums Prior Year-
Written per per Col. 3,
Column 6, Part 1B Last Year's Part 1
............................. 49,941 | oo 135
............................. 75,106 | coveveeeeeeeeereeenenn 270
............................. 56,456 | .ccevevereeereeereerennn 189
........................... 159,744 | oo 525
............................... 2493 [ .o
...................... 60,160,754 [ ...coooveeeeeeeeeeeeeeceree
...................................... (O OO
...................... 60,504,493 | .........c.coeee.e.. 1,119
DETAILS OF WRITE-INS
...................................... (01 OSSOSO
...................................... (O OO OO

3
Unearned Premiums
December 31
Current Year-
per Col. 5,

Part 1A
.................................. 134
.................................. 202
.................................. 157
.................................. 437
...................................... 0
.................................. 931
...................................... 0
...................................... 0




Annual Statement for the year 2009 of the Appalachian Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1A - RECAPITULATION OF ALL PREMIUMS
1 2

3 4 5
Reserve for
Amount Unearned [ Amount Unearned Rate Credits Total Reserve
(Running One Year | (Running More Than and Retrospective for Unearned
or Less from Date One Year from Earned But Adjustments Based Premiums
Line of Business of Policy) (a) Date of Policy) (a) [ Unbilled Premium on Experience Cols.1+2+3+4
1. AT et | e 134 | s | e | s | s 134
2. AlIE INES....er et ssesssessns | seesessssesessssenessesens 202 [ i | s | s | e 202
3. Farmowners MUILIPIE PEFil........c.oiiiiirreirenenennsinnnnens | e | e | sensnsnnesemeseesesees | reesesseeessesnsessssessssnssns | sessessessessesesesesenns 0
4, Homeowners MUIIPIE PEFil..........oiinereireneines [ e | reerenenesensnsenssnsesssnes | e | reeresessessesnesnesssessssssnes | essessessessesesenenenns 0
5. Commercial MUIIPIE PETIL..........cieierieriiriiririeieeeeeeieinees [ e | e | o | reresesesesessesesnsensines | essesseseseseneneen 0
6. MOrtgage GUAANLY........c.veeecececenerereieiereieieieiseeseiseissesssnnies | eeesessessessessenenesennenns | rerremnennennesnssnsssssssssssnss | cnsenssnssessenesenenenenns | rersesessessessessessesnssnsinns | essessesesesenenenenns 0
8. OCEAN MAMNE.....ceucececrerieieieei ettt ssessessees [ eeseessesssessensenennees A57 [ e | e | s | s 157
9. INIANA MAMNE. ..o | st AT | e [ e | s | e 437
10. FiNaNCial QUATANTY.........cvuevvieieicicccccieeeeeieiseinsinniees | eeeesesesessenenenennennens | e | sensnsesesenenesesesens [ e | e 0
111 Medical professional liability - OCCUITENCE...........cvviuriniirinirinis [ | e [ e | e | s 0
112 Medical professional liability - Claims-mMade............cooerereerreens [ eerienirnieirniecins | e [ e | e | s 0
12. BarthQUAKE. ... eeeeisnsiennees | cereieisieisiees e ienenees [ eneiens et iessetense e | sttt nesens [ erreieneiene e tenenes | ereietei e 0
13. Group accident and hEalth.............cociirinriciecieies | e | e ssseees | et sssiesesenas | ceeeenee sttt ensenns | ersebeniet sttt 0
14. Credit accident and health (group and individual).............ccceveees | oriririnieinieririei [ e e | cereeeieeeesseseesieies | eereeesiei s 0
15. Other accident and hEalth.............ccviriiiriccicccciis [ e | e | s | e | e 0
16. WOrKErs' COMPENSALION..........cuiveieriiiririirieinieirieesissiseseesneeees [ erreieinseissessesinsenns | coneeineeseensenseenesees [ rerneernseisssessssessssesssses | ceensiessssesssensenssesens | ceeeseessssssnsesensessnenes 0
171 Other liability = OCCUITENGCE. .......cveuireieireirieirieisieiceesieeeieiniees [ e | creiennesnesnesnesnnens [ reneesieneessesssseesnses | ceeneseeseeeseessenesesens | coeesessenseseseeseseeeseenes 0
172 Other liability - ClaIMS-MACE.........coceuriririerierierienierieniees [ e | e [ e | s | s 0
17.3  Excess WOrKers' COMPENSALION........c.cueuiueeriieiiieieieieinieineeines [ eeeereenseensieinsieinssensees | cnrnsennnsisnnsenssesnsssnsens | reneressssesssesssessssesssses | coessssessssessssessssesssensess | seesssssssessnssssnsessneenns 0
18.1  Products liability - OCCUITENCE..........ceuierieieieieieieeieneieineieinees [ e | crerenesesesnees [ e | s | ceenesesnesneeeeees 0
18.2  Products liability - claims-made
19.1,19.2 Private passenger auto liability..........c.cocoonirninncnnenncnncnne
19.3, 19.4 Commercial QUtO aDIlItY............ovrrureireireiriirrrireeeeieieie | e [ s | sernreseneeeessssees | onsseesessssssensssssssssssenses | soesessesesesessssseens 0
21. Auto physical damage..........ccoeureeriiiriirrerereeseees [ e | s [ e | s | e 0
22. AIrcraft (all PEIS).........ccvivevcieiiieceeeeeee e [ ereeeiseieseseeessieseses | e | e | e | et 0
23. FIAEIIEY..cvvvvers e ssseninnes | ceessnniessnseessnsssessssnses | sesenessesenens s estessenes | ernessnesesses e | s esnes | et 0
24. SUIBLY ..ttt sssessessessessessessens | sressessessessessessessessessesns | seseesesnssnssnssnsssssansessass | sressessessessessessessesesnnns | sessessesseesessessessesnssansans | essessessesesesesesnens 0
26. Burglary @nd theft.............cooiiiieiciccececeeeieeieeiens | e | e | e | s enenns | ereresesss et 0
21. Boiler and MaCKINETY........cvivieerriicrerrireeeesisssesseesssssses [ erersssseessssssssssesesnsnnss | sreessssssssssesessssssssssesess | sevssesesnsessssssssesssssssssses | sesessssssssesssssssssesesesses | seseesssssssesesesnsssnssens 0
28, CEit. e | et | et | e | e | e 0
29. INEEMNALIONEL.........cooeecce s | s | e | serneeeeneneneneenenens [ e | s 0
30. WaITANEY ...t essssssssnsesens | sesssesesesesssssesesessssnnses | sesessssssesessssssssssesssssnnns | aresesessssssssesssssssssesnsess | sesssssesesesssssesessssssnsnnes | sresessssssesessssssnnsesass 0
31. Reinsurance - nonproportional assumed Property...........cooeeveee | e | reenseneeeenes e | e | e 0
32. Reinsurance - nonproportional assumed liability............ccccovnes | e [ e [ | s | e 0
33. Reinsurance - nonproportional assumed financial lINES...........cc.. | oo [ rerenenenensnsssnsnsnes | v | reereeeeneeseessenensesssnes | esessesesseseseeeennnns 0
34. Aggregate write-ins for other lines of buSiNESS..........covrververvire [ errereesiisisisnnn, 0] i, 0 ] i [N I (U 0
35, TOTALS ..ottt ss s ssssssssesssssns | sresesssssssnsssnssnnssas (oK I [V [ [V [ (U [ 931
36. Accrued retrospective premiums DASEA ON EXPETIENCE. ..........cuvuiuririurireiriseiris et erses e ts et nts b ses bbbt bbbttt b bbbttt enebens | ebetssbensbes e eeeneees 0
37. Earned but UNDIlEA PrEMIUMS..........c. ittt bbbt nes et nniens | betatinssesnss bt enntaen e 0
38. Balance (SUM Of LINES 35 thTOUGN 37)..... vttt ensensentensenses | cressensensenennnennees 931
DETAILS OF WRITE-INS
BA0T. sttt ettt st entes | srtessentestes s estesssestnnts | srestesteneestentestentestens | seresteesestensestenssentennns | restesseseessensessensentens | seeesrentnsr st s aneentns 0
B402. sttt ettt estentes | srtessestestes e st s s estnens | frentestentestestesteseestans | setestestestee s enteessentennns | restessesiessentessentnntns | seeeesestess st eneentns 0
BA03. bbbttt ent st | srtessestnss st estesssentnnts | restestestestestestestnestens | sebesteetestse s entee s entnens | esteesieniess st essentnnnns | seeerestne ettt 0
3498.  Summary of remaining write-ins for Line 34 from overflow page. | ......ccccovvviriininnns (01 (0 (U O (01 N 0
3499.  Totals (Lines 3401 thru 3403 plus 3498) (Line 34 above)......cooo. | wvvviniinniiiiiinnns (1N [0 I (O 0] i 0
(@) State here basis of computation used in each case:
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 1B - PREMIUMS WRITTEN

Line of Business

Reinsurance Ceded

4

To Affiliates

5

To Non-Affiliates

6
Net Premiums
Written
(Cols. 1+2+3
-4-5)

171
17.2
173
18.1
18.2

19.1,19.2

19.3,19.4

21.
22.
23.
24,
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.

Farmowners multiple peril...........coocovenencincneneees
Homeowners multiple peril............orrnnnnnnees
Commercial multiple Peril...........ocreueereereereeneerenreseeeens
Mortgage gUaranty..........oveeeeeemneneeneiseeseeseesesesesenenes
OCEAN MAMNE. ..o e
INMANA MAMNE. ..o e
Financial QUaranty............cccceieenieriniininseieeseeeeeeseieeeees
Medical professional liability - occurrence...........c.cccoeverivrennne
Medical professional liability - claims-made.............ccccccourunnnee.
Earthquake..........coeuiiriieiee e
Group accident and health..............cccoooiiincneie
Credit accident and health (group and individual)......................
Other accident and health.............cccovveeeeccrcccn,
Workers' COMPENSALION..........c.oueuieeerieeirireisireirereiseeisereeseseeees
Other liability - OCCUITENCE........c.cvureiciiieicecce e
Other liability - claims-made..........cccccvrrinnircrincsees
Excess workers' compensation.............ccovevieenieninnenneens
Products liability - 0CCUITENCE..........coeurieerieireeeens
Products liability - claims-made...........cccveninninninninninnnns
Private passenger auto liability............cccoooevienienienieniens
Commercial auto liability............cccooerirninnirneece e
Auto physical damage...........coveeereeriireeee s

Aircraft (all PErils)........ccievieiiieieeeee e

Boiler and machinery..........ccoevvnnnneseeeee
00T 1 ST
INternational...........cveeeiienicn s
WaITANY. ..o
Reinsurance - nonproportional assumed property....................
Reinsurance - nonproportional assumed liability................c.......
Reinsurance - nonproportional assumed financial lines.............
Aggregate write-ins for other lines of business...............ccc.c.....

TOTALS....coi e

.......... 2,618,450
.......... 3,937,903

.......... 3,064,636
.......... 8,518,090

3401.
3402.
3403.
3498.
3499.

Summary of remaining write-ins for Line 34 from overflow page

Totals (Lines 3401 thru 3403 plus 3498) (Line 34 above)..........

1 Reinsurance Assumed
2 3
Direct
Business
(a) From Affiliates From Non-Affiliate
........... 2,668,391 | ... | e
........... 4,013,000 | covvreeerererneniens [ v
........... 3,121,092 [ .o | e
........... 8,677,834 | ... | e
........... XXX evoovrene| 0000e00,170,754 | e
........... XXX v e [
........... XXX eeverieee] e [
........................ 0] 0 0
......... 18,480,326 | .......60,170,754 | .....cccocrvvrinnenn .0
DETAILS OF WRITE-INS
........................ 0| cvverrnerrnernnn0 [ rviriciiieinnn0
........................ 0] i | 0

=

Does the company's direct premiums written include premiums recorded on an installment basis? Yes|[ [No[X]

If yes: 1. The amount of such installment premiums §.......... 0.

2. Amount at which such installment premiums would have been reported had they been recorded on an annualized basis $..........0.
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UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - LOSSES PAID AND INCURRED

Losses Paid Less Salvage 5 6 7 8
1 2 3 4 Percentage of
Net Losses Losses Losses Incurred
Unpaid Net Losses Incurred (Col. 7, Part 2)
Direct Reinsurance Reinsurance Net Payments Current Year Unpaid Current Year to Premiums Earned
Line of Business Business Assumed Recovered (Cols. 1+2-3) (Part 2A, Col. 8) Prior Year (Cols.4+5-6) (Col. 4, Part 1)

1.
2.
3. Farmowners multiple peril...........ccooeririininirccneses
4. Homeowners multiple peril............ccverenennneecees
5. Commercial multiple peril.
6. MOrtgage GUAraNtY............oweeerrrerrermereeereiieieeseeseeseeeeseeseeseesees
8. OCEAN MAMNE......cervrierireeeiiseerers st
9. Inland marine........
10. Financial guaranty...........c.cccovenicnnee.
111 Medical professional liability - occurrence.....
11.2 Medical professional liability - claims-made..
12. Earthquake..........ccoveveeviicceecccee
13. Group accident and health............c.cccoonirirninneees
14, Credit accident and health (group and individual)...............c..........
15. Other accident and health...........cccccocvvvinenee.
16. Workers' ComMPENSALIoN..........cccueviuriiirieinieeeecscseeae ....929,369
171 Other liability - OCCUMTENCE......vvvevrreriererecrecreereeeeeeeeeeeeeeens .2,968,120
17.2 Other liability - ClaIMS-MATE.........coevrreerieicireirrrsrrerees [ [ e | s | e [
17.3 EXCESS WOrKers' COMPENSALION. .........cvervevririireieieisiseieeisssssseses | ceriversseessnsssesesssssssssssesesssses | cosvessssssssssssesessssssssessssssssssssess | seessssssssesessssssssssessssssssesssesssss | soensssssessssssssssssesssssssssssesssd | areerssssnmsssssssssnssssessssssssnesesens
18.1 Products liability - 0CCUITENCE..........oeviveieirierece e
18.2 Products liability - Claims-made............cccriririririrircieis [ | e | et | Q.| e
19.1,19.2 Private passenger auto liability
19.3,19.4  Commercial auto liability...........cccoerierierienieee e
21. Auto physical damage...........ccveririirirreeeeeee
22. Aircraft (all perils).....
23. Fidelity..............
24. Surety.....oceene..
26. Burglary and theft.....
217. Boiler and machinery....
28. CrEAIL. ..o
29. INEErNALIONAL........c..cviciiccc s
30. WaITANTY. ..o
31. Reinsurance - nonproportional assumed property.....
32. Reinsurance - nonproportional assumed liability...........
33. Reinsurance - nonproportional assumed financial lines
34. Aggregate write-ins for other lines of business..........
35. TOTALS .ot
BA0T. s
B402. bbb
3403, s
3498.  Summary of remaining write-ins for Line 34 from overflow page.... | ....
3499.  Totals (Lines 3401 thru 3403 plus 3498) (Line 34 above)..............
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Annual Statement for the year 2009 ofthe AP Palachian Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Reported Losses Incurred But Not Reported 8 9
1 2 3 4 5 6 7
Deduct Reinsurance Net Losses Excluding Net
Recoverable from Incurred but Net Losses Unpaid Loss
Authorized and not Reported Reinsurance Reinsurance Unpaid Adjustment
Line of Business Direct Reinsurance Assumed | Unauthorized Companies (Cols.1+2-3) Direct Assumed Ceded (Cols.4+5+6-7) Expenses
1.
2.
3. Farmowners multiple peril..
4. Homeowners MUItipIe PEFil.........cerivieieieiiee s
5. Commercial multiple peril
6. Mortgage guaranty.....
8. Ocean marine.
9. Inland marine.....
10. Financial guaranty......
1.1 Medical professional liability - occurrence
11.2 Medical professional liability - claims-made...
12. EQrthQUAKE. ......oovcicice et
13. Group accident and health...............ccoceeiiciieieccee e
14. Credit accident and health (group and iINAIVIAUAL).............c.cceuiveieiiiees [ eveieisisieiseisseieissiesesiens | cevessesissesies s ssssssseses | stessesssesssssesssssssessesssssssesses | sessessesssssssessesssessessessssand
15. Other acCident aNd NEAIN............cceierrirres e erssesssniees | rrsessssessee s sessessssses | sresssessessesssssessesssssssssessassss | sssesssessessessssssssessanssnssessanss | sessessssssessassesssnsessenssnssensQ | ressesssnsessessensnssessenssnssnsses
16. Workers' compensation...... ...146,848 .1,559,000
171 Other liability - occurrence 2,478,963 | ...ooveeeeeeeeeeeeeeeeeeeeerenerenenes | evereneneneeeeenenenen 1,913,540 |00 965,423 | 4,058,005 1,489,562
17.2 Other liability - ClaIMS-MAAE..........ccoeerriireiccersee s | e sbe s
17.3 EXCESS WOTKEIS' COMPENSAHON..........cviviecieeiiieicieteie ettt ssissieies | sressesssssssesssssssessessssssesaesses | evsessssssessessesssssssesssssssessess | svsessesssssssessessssessessssssssssanss | sressesssssssessessesssssssessessssssld | oesesssssessssssessessssessessesssssns | sessessssessessssssssssesssssssessessnss | sbesssssssessessssassessesssessasanes
18.1 Products liability - occurrence.... ..17,368,685 ....14,131,331 10,871,211
18.2 Products liability = ClaIMS-MAGE...........ceuiiriiereiiirieie e | sessessssssiesessssessessssssessesses | sessesssssssessessessssessesssssstessess | sesessesssssssessessssessessasssssssanss | sressessessssessessesssssssessesssssld | resssssssesessssessesissessessesssssns | tessessssessessessssessessessssessessnss | asessssssessessssassessesssessessess
19.1,19.2 Private passenger auto liability
19.3,19.4 Commercial auto liability
21. Auto physical damage....
22. AIrcraft (All PEMIS).......evuvererrireierireieissssises e sseneas
23. FIARIIEY. . .vv vttt | sttt
24, SUFBEY ..ttt ettt sttt s s s s sssssenss | essessassnsssssestensanssessensanssns | stesssessessanssnsestentansessessantas | sesesssessessastnsestest st ssensanes | fessestnssessantensessestensnssens .
26. BUIGIAMY NG HNETE.. ..o snsesees | eresseesssesses et tessess st ssesses | essesssssessessessssestessssntessess | sesessessesnntessesstensenesesensenes | srestesesetensese et sntessesnnee 0.
271. BOIler @Nd MACKINETY.........cuiieiiiririeeicr e seiees | erenseenebsss ettt assssssesaes | eesessesesnssesssenssessessessstessees | sessssesssenstessesetassessensssnssanss | corstessesesnssessessesnssessesnenn
28. Credit
29. International...
30. Warranty
31. Reinsurance - nonproportional assumed property.
32. Reinsurance - nonproportional assumed liability.
33. Reinsurance - nonproportional assumed financial lines.
34. Aggregate write-ins for other lines of business.. JEE O RORUROURTOS 0 [SOUOOOOOROUOPOROURTRORURTROR | I BOUTOUROORRORRORRRROON .0
35. TOTALS ...ttt 12,037,405 ....12,460,261
DETAILS OF WRITE-INS
3401.
3402.
3403.
3498.  Summary of remaining write-ins for Line 34 from overflow page...
3499.  Totals (Lines 3401 thru 3403 plus 3498) (Line 34 above).........cccervueas

(a)

Including §.......... 0 for present value of life indemnity claims.




Annual Statement for the year 2009 of the Appalachian Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 3 - EXPENSES
1 2 3 4
Other
Loss Adjustment Underwriting Investment
Expenses Expenses Expenses Total
1. Claim adjustment services:
1 DIFECE ettt | eersenennienens 22,309,408 | c.ouvereerirreirirnernrinesnnens | cereneereneneesneneseseesssnenens | cereeieeeeinnes 22,309,408
1.2 REINSUIANCE @SSUME.......c..euuierierieceereenssnrsnesereneieeesesessessessssssssssssssssesses | cossessssssnssnssassassessessessesss | sesessessessessessessessessesesens | sessesememememnesnesnsssssnssnes | soessessessessessensessenesenns 0
1.3 ReINSUrANCE CEAEBM........coveveveeececeeeeeeeeeceeee e sesee e snesesaesesenens | eovereeeesenenans 20,160,156 | ..o ] oo | e 20,160,156
1.4 Net claim adjustment services (1.1 + 1.2 - 1.3).c.coiovieieeeeeeeeieeseens | e 2,149,252 | ..o (0 U (0] 2,149,252
2. Commission and brokerage:
2.1 Direct, excluding contingent
2.2 Reinsurance assumed, excluding contingent............ccccoveeivenieinienieniennees [ e | e 11,392,853 | oo [ e 11,392,853
2.3 Reinsurance ceded, excluding CONtINGENt...........ccoeviurierienieneeeeeee [ e [ e 631,837 [ oo [ e 631,837
2.4 CoNtiNGENE = QIFECL.........cueieieieieiieee et sessees | etreiesesesesesssenesessesenses | erresesesessesessesessesessesenses | eretesetsseeesetensebensetenses | eetesntes sttt nes 0
2.5 Contingent - reiNSUrANCE @SSUMEM..........c.ouiuriuiuriaiiririnieirieieieieeseeesseiessessssees | eerreieieieiiesesseesesesssenses | ereeteesiesssessessssesessesenses | eteenseensseanssesessesessesssses | onsesnsesssessnssssesessnseens 0
2.6 Contingent - reiNSUrANCE CEABT. ..ot ssisssennes [ etreieieiesiesenssesssesesenses | ereiessiesesessesessesessesenses [ ereenssesssesnssessssessssessnses | onsesssesssnssssessssessesenes 0
2.7 Policy and membErship fEES.........ciuriiuriiiriiirieirienieisceiseeiseeetsesssesessesenns [ eriesesiessssssesssssssssesssenses | erossenssassssesssassssessessnses | osesssnesssssnssnssssessssessnses | consessssesnssssssasnesssnsanes 0
2.8 Net commission and brokerage (2.1 +2.2-2.3+24+25-26+2.7)cccccovees [ coreninninncncs (1 IS 10,761,016 [ .cooveeeieeececnes (1 I 10,761,016
3. Allowances to MaNAGEr @Nd AQENLS..........cceurireurirririreirireireieseeeeseesiseie et sssiessesessssens | steriesessesessesesssessessssesasss | sessssessssesssessesesssssssesesss | costssinssssnssssssssssssssssesenss | seessessssssnssessssessssassneaes 0
4. AGVEIEISING.....cvviecirici bbbttt | cbrenb ettt | ceeriene e 82,476 ..o [ e 82,476
5. Boards, bureaus and @SSOCIHONS. ...........cueveuieiiiiiiniiniieseseesessessessessesenenennes | seeseisesnsissississsssssssessessens | eriessessessessessessessessensennes | cesseseneneneen i | s 0
6. Surveys and UNAEMWIItING FEPOTES.........cceurireurieirieieieisieiseseiesseisese s essssisssessssenns | eresessssessssesssssssssessssesssses | essessssessssesassessssessssesasses | essessssessssessssessssesnssesssses | ostesssnssesnsssssssessssesnses 0
7. Audit Of @SSUIEAS' FECOTAS. ........cvvvrirriieieii i | seeneisssssississessisssensessessens | ersessessessessensessensensensennes | cessememenenenenesnssnesnesns | sesessessessessessensereresens 0
8.  Salary and related items:
8.1 Salaries...... 2,746,998
8.2 Payroll taxes......c.cccovuunne . A71,214
9. Employee relations and Welfare..............cccoveriiniinieneneneseseeseeseesssenens | ceieeisensisensieenseees 46,086 | ..o 617,865
10, INSUFNCE......ceeieeee bbbt nsenne | cbneensenniensnnsensensens 4,354 | oo 60,990
11, DIMBCIOIS EES ... euvursiciie ettt | sesesnsinsinssensensensensensensens [ evsensessessensensensensensensennes | cesenenenen e | sesessess e s 0
12, Travel and travel HEMS........c.ociiirirrreeeeee e | coveessessessissseneniens 8,196 | .overereieiinns 168,496 | ..coocvvevercciciines 284 | s 176,976
13, Rentand rentitemsS.........ccoviiieeeeeeeeeee s | e 17,859 [ oo 165,123 | oo 85 [ e 183,067
14, EQUIPMENE. ...t ensensenes | sinenesinenesine i 1,022 [ oo 85,842 [ oo, 252 | oo, 87,116
15, Cost or depreciation of EDP equipment and SOfWAIE...........ccceururerrurrernersenmensnninnes | serveessenssnssnssnsssssssssssessees | sevseessssessessessessessesessesnes | sresesessesensessnssssssssnssns | seessessessessesessesesnssnnes 0
16, Printing and StationErY.........cccoeiiiiireeeisiccee e nnes | e 2,697 | oo 32,875 [ o Y A I 35,849
17.  Postage, telephone and telegraph, exchange and exXpress..........coveevenienenenies | veveenienienies 3,293 [ i TTH17 | e 1,760 | o 82,670
18, Legal @nd QUAITING.......cccvvrreeeieiriiceeesesse st ssssresessssssssesessssssssssessssssssnns | eresessssssssesessssssssssessssssnns | ersssssssesessssssssesesessssneses | srssesessssssnsnsesessssssnsnsesess | sresessssssesessssssnsesesssssans 0
19, Totals (LINES 310 18)....ccvriirirririreiiireierireesieses et esseneessensenes | resiseresiesienins 303,629 | oo 4,209,497 | ..o, 32,402 [ ..o 4,545,528
20. Taxes, licenses and fees:
20.1 State and local insurance taxes deducting guaranty association credits
of . 0t | nerieni st | eebeniene e enes 295,622 | ...oovorrriererernniensninennees | e, 295,622
20.2 Insurance department iCENSES aNd fEES..........coevivevieeiieeiiieieeireieeieseieiieees [ e | e 29,307 [ .o | e, 29,307
20.3 Gross guaranty assoCiation @SSESSMENLS.............cceuieeiieeiereiiereiieeiesesierenees | ceveeiieiesiesesseesseeseseses | eoreresesesessssessneens 149 | oo | e 1,494
20.4 Al other (excluding federal and foreign income and real estate)............c.ccoeevne [reriiieiiieiiieiiieicieieeee [ L [ 0
20.5 Total taxes, licenses and fees (20.1 +20.2 + 20.3 + 20.4)......c.coverveeeveerveeees [ orerieeececeee (01 [P 326,423 [ .o (1 326,423
21, REal BStAtE BXPENSES. ..ottt sttt sttt | sesetessesessesssse st sssesssens | seresessesessesessessnte st ssssens | eeresentesintesente et s st sntens | seressesensesens et ens st senes 0
22, REAI ESIALE tAXES. ...t ntns | rereineineesstnsnsnnsssessennes | cesiens e essenenenenns | arrersenen e snees | eesesr e 0
23.  Reimbursements by UNINSUTEd PlaNS..........c.evueirrierieeeieeiceeieseeeeseeseeseeseessssssssss | reeeeeeeeneesessseseesessssneens
24.  Aggregate write-ins for miscellaneous EXPENSES..........owvrrereriueireereireeseeneeseensrnees [ esmsrensneneneneeseeneens 0.
25, Total eXPENSES INCUITEH.........cuiiveiieeiiieiiie ettt 2,452,881
26.  Less unpaid eXPENSES - CUTENE YEAT.........covueereeeererernerarsemsnereeseeenesesessessesssssesnses | soessessesenens 12,460,261
27.  Add unpaid EXPENSES = PIIOM YEAN..........cuveieireieieeieiseieeseieeseeesseiesssesesesssssssnsessnsessnsenns | eesssesssessssenes 7,416,939 | .o 215,522 [ oo | e, 7,632,461
28.  Amounts receivable relating to uninsured plans, Prior YEAN..........c.ccvieieiieeiniies | veerrieiseeeesseseeens | s ssesssens | seressniesse e sesens | seresesensessse e sniesneas 0
29.  Amounts receivable relating to uninsured plans, CUITENt YEar...........ccueeriverieniis e [ e [ [ 0
30. TOTAL EXPENSES PAID (Lines 25 - 26 + 27 - 28 + 29)......ccoecovevvreemeercerenenne | coverrneineineens (2,590,441) | <vvovvrrerinn 15,496,396 | ....ovoovrrnrirrrnnn. 32,402 [ ..o 12,938,357
DETAILS OF WRITE-INS
24070, b bbbk E bbbt nteens | nestebseet et et s s st e ssentnes | £reetsessentiest st est s st entests | sebestestes et st s et ents | freebeneient ettt 0
2402, <R bR bbbttt st eenn | nesieesest et st s st ssentens | £restsessentaent e est st entestes | sebessentest et st st st ents | freetenes ettt 0
2403, bbb bbb bbb sttt eens | nesbebs ettt n st n s tens | fbstiens et est e ss sttt ent e sres | sebest sttt b st | freebeeei ettt 0
2498. Summary of remaining write-ins for Line 24 from overflow page..........cccoceveeneenens [ corriiniiencecscs [0 (01 T [0 O 0
2499. Totals (Lines 2401 thru 2403 plus 2498) (Line 24 aDOVE).......oeviiieriiniiiiinieiirriiins [ o [0 0 e [0 O 0
(@) Includes management fees of §..........0 to affiliates and §.......... 0 to non-affiliates.
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Annual Statement for the year 2009 of the Appalachian Insurance Company

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

11
1.2
1.3
21
2.11
22
221

o NS ok

U.S. GOVEIMIMENE DONMAS. ..ottt s et
BoNnds eXEMPL fTOM U.S. 8X......curreieiiiiieeece ettt
Other bonds (UNGFfATEA).........c..evreereieeeies sttt
BONAS Of AffIlIAIES. .....vveveeiiciet bbbt
Preferred stocks (unaffiliated).....
Preferred stocks of affiliates....
Common stocks (unaffiliated).
Common stocks of affiliates....
Mortgage loans....
REAI ESEALE. ...ttt bbbttt
COMITACE I0ANS....... vttt s b s bbb bbb bbbt
Cash, cash equivalents and short-term investments
DETIVAtIVE INSIIUMENES. ........cvieiiieicte et s bbb bbb bbbttt
OFhEI INVESEA @SSELS..........cuvieiieciiicts ettt b bbb bbbt bbbttt
Aggregate write-ins fOr iINVESIMENE INCOME..........ouiiiiiee s
Total gross iNVESIMENT INCOME. .. ... cuiitiit ettt etttk s

[ A 2,871,214

............................... 3,235,502

............................... 3,202,477

............................... 3,235,502

............................. 11,231,234

............................. 11,494,384

INVESIMENT EXPENSES......eeieiieciieciie ittt bbb bbb bbb bbb sttt bbbt
Investment taxes, licenses and fees, excluding federal INCOME tAXES.........coveuriveiriieiniieiniee s
INEEIESE EXPENSE. ... ettt
Depreciation on real estate and other INVESIEd @SSEIS..........couririuiiriiriririe e
Aggregate write-ins for deductions from INVESIMENT INCOME.........c.ouiiiiiiiieiie e
Total deductions (LINES 11 throUGN 15)......c.vuiuiiiriiiricircirire st
Net investment income (Line 10 MINUS LINE 16)............ciiuruiimiiiieiieiitei ettt

[ 32,402

. ICMA LOAN INEETESt INCOME........cuvuiririiriiiii ittt
. AMRECO Surplus Bond Recovery..
. Securities Lending Interest INCOME.........c.cocevierininceineininn
. Summary of remaining write-ins for Line 9 from overflow page..
. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).........

. Summary of remaining write-ins for Line 15 from overflow Page...........cccoirririiirinieeee e
. Totals (Lines 1501 thru 1503 plus 1598) (LiNE 15 @D0VE).......ccuiiiiiirireriiiiiecictetsiss ettt eeerer s ssesesensnsssesesesensnsnseaas

=383%

Includes $.....532,346 accrual of discount less $.....641,805 amortization of premium and less $.....561,374 paid for accrued interest on purchases.
Includes §.......... 0 accrual of discount less $..........0 amortization of premium and less $..........0 paid for accrued dividends on purchases.
Includes §.......... 0 accrual of discount less $..........0 amortization of premium and less §..........0 paid for accrued interest on purchases.

Includes §.......... 0 for company's occupancy of its own buildings; and excludes §..........0 interest on encumbrances.

Includes §.......... 0 accrual of discount less $..........0 amortization of premium and less §..........0 paid for accrued interest on purchases.

Includes §.......... 0 accrual of discount less §..........0 amortization of premium.

Includes §.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes §.......... 0 depreciation on real estate and §......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3

Realized
Gain (Loss)
on Sales
or Maturity

Other
Realized
Adjustments

Total Realized
Capital Gain (Loss)
(Columns 1 +2)

4

Change in
Unrealized
Capital Gain (Loss)

5
Change in
Unrealized
Foreign Exchange
Capital Gain (Loss)

11
1.2
1.3
21
2.11

.................. 2,692,063

U.S. government BoNdS............covrerrerreerernernernerneneeeeeeeneeneenes
Bonds exempt from U.S. taX........cccovveurereereeneeneencenennnineennns
Other bonds (unaffiliated)............ccoereereereereencnrnnnennereenes
Bonds of affiliates.............ccevieerierirercscscsee e
Preferred stocks (unaffiliated)...........cocreeeereereereencinencrrinns
Preferred stocks of affiliates....
Common stocks (unaffiliated)..
Common stocks of affiliates.

........ 2,692,063

2.2
2.21
3. Mortgage loans................
4. Real estate...
5. ContraCt I08NS..........covueiieeiieieieiee e
6. Cash, cash equivalents and short-term investments...........cccce. [ eorrenininininieiniein [ | e 0 [ e
7. Derivative INSITUMENLS.........ccoviiirireiieiecieeeeeeeie e [ e enesiseiens | eeerereiesseieeesesssesesenes | evesseisesesessssesssesesenad 0 [ oo | e
8. Other iNVEStEd @SSELS.........c.cvvceeveieiceccieeeeeeee et [ eereeieieeeeeeee e erenseens | ceeeieeiesee e eseenes | ereree e 0 [ oo | e
9. Aggregate write-ins for capital gains (I0SSES)..........euevevrerrernees [ o 0 [ oo 0 [ o 0 o {01 I 0
10. Total capital gains (I0SSES)..........ovrvivriivriiriiriiiiereeiiein | e, 2676454 | ..o (] PR 2,676,454 | ..o (U 0
DETAILS OF WRITE-INS
0901, oottt | neresensessensestestestensensenss | eereeseesinsess st enseniense | seesessessessense s 0 [ oo | e
0902, oottt senes | seresessessess st estentestensense | nessessssssssstss st ensentense | sesressessessensenen s 0 [ e | eeresesesesene e
0903, oottt senes | sessesessessess st estestentense | nereessnssssssses et ensensensense | seerestessessensen e 0 [ e | eeesesesesene e
0998. Summary of remaining write-ins for Line 9 from overflow page.. | .....ccccooevieninininnc. (01 R [0 R (01 (01 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)......ccco. | ceverevvcrereerineen [0 I [ I [V (U 0
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EXHIBIT OF NONADMITTED ASSETS
1

Current Year PriorzYear Changesin Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2-Coal. 1)
1. BONAS (SCEAUIE D).ttt sesssssssssssssssnsssesssssssssssssssssssses | consenssnssnsssssessessassessessessessensesnes | snssessessessesnsssesesesessesssssessnes | sesssenssssssssnssnsssssssssssessessessess 0
2. Stocks (Schedule D):
2.0 PrEfErTEA SIOCKS. ......evucecececiciniiiieieie et sss s ssessesss | cbsssnssasssssassessessessessenenenesesees | cessesseseses e e esssetees | nebesnes sttt 0
2.2 COMMON SEOCKS.......vueeirircieiciseiseesessesessessessesse st ssesssssesssssssessessesses | sbesssssesssssassassessessessemsesesesesness | siessessesesesessssssesesessssssssssnses | nessessesnsssssnesssssssnssassassessessessns 0
3. Mortgage loans on real estate (Schedule B):
BT FIESEIIENS et sststnnts | ceeeerei ettt nens | cenetrse st nens | nerer ettt 0
3.2 Other than firStIENS..........ceiiieirerrcrnreee s | et sssessessensenens | consersessiessessess e essessesesessssesees | neriesesiesnes sttt 0
4. Real estate (Schedule A):
4.1 Properties occupied by the COMPANY..........couiiiiiriieeeeeeeeeeeees | et | e esesssssessees | sesiessesssses et 0
4.2  Properties held for the production 0f INCOME...........c.ciiiiiriiriiriirrererieiees [ et eiees [ ettt nniens | oesebeesebsssebsss bbb bbb enaes 0
4.3 Properties Neld fOr SAIE..........couuiuiiiiriiriinirininireeeee e | st | e | e 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChEAUIE DA)...........cciueiieiieiceiceieeiesisessssesiienes | erieiesiessssesesse s sssssesens | essesissesisse s sessesssens | oesesissesissesisse s sanes 0
8. CONMTACE I0BNS.......oocvrieerrcirerecires ettt ssensenes | ehsesbnessesb sttt sttt enis | resisesess et | et 0
7. Other invested assets (SChEAUIE BA)..........cciueiiieiiieieieiieieie et sssessssesssens | essesissesisssssssssssssssssssessssessssesnns | soesesissesissesissessssessssessssessssessesens | sosesissessssesissessssessssessssessssessees 0
8. RECEIVADIES fOT SECUMHIES........vuevrereereicicicieiseieee s sssssns | reeseesssssssssassassessessessessessesesnnsns | eessessessessesessessessesessssessssnsens | eonsenssnssssensesssnssnsssssassessassessens 0
9. Aggregate write-ins for iNVESLEA @SSELS.........covviviieciiiieiiieee et srenns | et [0 TP 0 ] o 0
10. Subtotals, cash and invested assets (LINES 110 9).......ovrrrrrrrirererererereneeneeneennenns | oo 0 | ot 0 | o 0
11, Title plants (for Title INSUMETS ONIY)........cvvueriireirieereeeeeeeeeieeseeseeseeseessssesesssssessessessees | reeeeeeneensensensssssssssssessassessessesns | ereenessssnsssssemsessessssesesessssssssnens | sereeneensenesnsensessssssssssssessessessens 0
12, Investment inCOMe dUE @Nd ACCTUET. ........ccevrrrrrereireereieieireeseeseeseesseseesssessensessesesssesees | reeeeeessenssnsenesssssssssssssassessessesns | ereenessssnssnssessnsessssesesesssesssess | serseneenssnssnsensesssnssssssssessessessens 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of COlIECHON............ocvies | e [ v eeeeeseees | e 0
13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YBE AUE..........cueueicce e essessessens | reeeessissese st sssessessensensensenenns | reteesessesseseneseseses e enesenns | et 0
13.3 Accrued retroSPECtive PrEMIUMS..........c..vurerererenrenrenernesnssnrseeseeeeeeeeesssesssssssssnees | censessssssssssssessessessessessesesessssnees | soessesesesesesesssssssssssssessssnssnees | neeseessenssnssssensensssssassassessessesn 0
14.  Reinsurance:
14.1 Amounts recoverable fTOM FEINSUETS...........c.uuieiiriiririririiniieeeeeeeesseeesseeeeeins | reeseeeesesssesesssssessssssssssessessessennes | seessesssassessessessesessessesessessessesnes | tresiesssssssessesseessessssssessessessenns 0
14.2 Funds held by or deposited with reinsured COMPANIES..........c.cueueeeiciciniiniiniineines [ rerrereirerereissneenes | st eseseses | et ssenns 0
14.3 Other amounts receivable Under reiNSUraNCe COMTACES.............eueveureereereirieeeeereen | rerrerreireieireineisessiseisesenenes | et seseseses | et eees 0
15. Amounts receivable relating to UNINSUIEA PIANS............cooiuriiiriiriirieeieerreiseeineees | certeinie e senes | cerisetessessss et sss et sss et ssetsssessssesnses | etebessesassebess et ess et essebessesensenans 0
16.1 Current federal and foreign income tax recoverable and interest tNErEON. ..o [ e | s | e 0
16.2 Nt AEfEITEA tAX @SSBL.......cvcviieiecieecie ettt ettt s s aeaes | ebebesesessssesesesasessebebesessssssesebesans | sbessssesesesesisssesesessnaa 422,000 | ooorieeeeee e 422,000
17.  Guaranty funds receivable Or ON AEPOSIL.............coriririririricirieeeirieisieisee e | certieissse ettt ssesetenes | cbessetsssetsssebsssebessebessebsssetsssesnses | ebsebessebassebesseb et st essebensebensesans 0
18. Electronic data processing equipmMeNt @and SOMWAIE...........cciueiieriiieiiieieieeieeieieienies | cerieirieinie e ieseseies | ceeesetsssetsssessssetsssebesssssssessssesnses | etebessesassebassebessebessebansessnsesans 0
19.  Furniture and equipment, including health care deliVEry @SSELS............ccoeiriiirrniniiiies | e eseeieies | et seenies | rtebsteb bbbttt 0
20. Net adjustment in assets and liabilities due to foreign exchange rates.............cococvreeeins [ eeririincicee [ e [ 0
21. Receivables from parent, subsidiaries and affiliates...........c.cccovverirnrninnininnicins [ [ e [ 0
22. Health care and other amoUNtS FECEIVADIE. ..o | et | st essies | s 0
23.  Aggregate write-ins for other than invested aSSetS..........uveriirieniieneeeerees [ 0 o 0 i 0
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LiNes 10 through 23).........cvvrrrrrriieeeeieiseiseesseseessesssssssssssssssessesses | eeeeseesesseseseeseessssssesssnsensees (O R 422,000 | oo 422,000
25.  From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........c.cvee | verrerrernienienirnincnineeeeees | crrreneeeeeeeeeseeesnsies | e ssessesseens 0
26. TOTALS (LINES 24 @NG 25)........courerrirrirrirrieiineissineisssessesssssessessssssssssssessssssasssssessssssases | eesesessssesssssesssssssssssssssssssnesns (U [ 422,000 | cooverreerieieeeeeeeeie 422,000
DETAILS OF WRITE-INS
0907 ettt s Rt s st ensns | iestntsest st est ettt st ententans | nertentsest st st n st en st nsnenes | nesieseest ettt ettt 0
0902, ..ottt etttk R bR st s | iesbeesest et en b sttt n st nntens | nestesbsent et sttt ettt ennnenes | etseetent sttt 0
0903, .otttk R st s st ent s | ieetetiest et en bbbt n st nntens | nestenbent et sttt ettt nnnenes | ebieetest ettt 0
0998. Summary of remaining write-ins for Line 9 from overflow page.............couerieririnienienns [ evieieiecccc 0 | o 0 | o 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNe 9 @DOVE)......uiieirriririririiriirssessessrseessessens | erenseneneressssssessesseesessssssesees 0 [ 0 i 0
2301, LOSS ClEAIMNG......vuevrevrcireteireerieseeseesinesssseres ettt ssenss | nebneissbnesssbssssssessessessensensenenenes | stinssessessesesesesesesesessessessesnes | s 0
2302. Equities and deposits in POOIS @Nd @SSOCIALES..........c.cceuriuruirririiciriieirieinieieeieissieessseinnies [ oottt seseissseiens [ reeeeetei ettt senns | eeetesesietes et ee e s 0
2303, bbb bbbk R st es | Hietbeti sttt sttt nntns | nebbeeb sttt sttt nnnents | nesieeb ettt 0
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccccoevienirnirnienns [ eovieircecc 0 | o 0 [ o 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Lin 23 @DOVE)........c.cvvveeeereriieirceereieeeeeeens | e 0 | e 0 ] o 0
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 1 — Summ. f Significant A nting Polici

A.

Accounting Practices

The annual statement of Appalachian Insurance Company (“Company”) has been completed in accordance with the NAIC Accounting Practices
and Procedures manual and the state laws of Rhode Island.

Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses. Actual results could differ from these estimates.

Accounting Policies

Premiums are earned over the terms of the related policies and reinsurance contracts. Unearned Premiums are established to cover the

unexpired portion of premiums written. Such reserves are computed by pro rata methods for direct, assumed and ceded business. Expenses

incurred in connection with acquiring new insurance business, including acquisition costs such as sales commissions, are charged to operations
as incurred. Expenses incurred are reduced for ceding allowances received or receivable.

1. Short-term investments are stated at amortized cost.

2. Bonds not backed by other loans are stated at amortized cost using the constant interest rate method. Loan-backed bonds and structured
securities are carried at amortized cost using the constant interest rate method, not including anticipated prepayment at the date of
purchases.

3. The Company has no common stock.

4. Preferred stocks are stated at cost.

5. The Company has no mortgage loans.

6. Loan-backed securities are valued using an effective yield based on current prepayment assumptions. Prepayment assumptions are
reviewed periodically and updated in response to changes in market interest rates.

7. The Company has no interest in subsidiaries.
8. The Company has no investments in joint ventures, partnerships and limited liability corporations.
9. The Company has no derivative instruments.

10. The Company does not have premium deficiency reserves.

11.  Unpaid losses and loss adjustment expenses (including A & E reserves) include amounts determined from individual case estimates and an
amount for IBNR (incurred but not reported) loss estimates. Such liabilities are necessarily based on assumptions and estimates and while
management believes the amount is adequate, the ultimate liability may be in excess of or less than the amount provided. The methods for
making such estimates and for establishing the resulting liability are continually reviewed and any adjustments are reflected in the period
determined.

12.  The Company has not changed its capitalization policy from the prior period.

13.  The Company has no “pharmaceutical rebate receivables.”

Note 2 — Accounting Changes and Correction of Errors

A.

There were no material accounting changes or material correction of errors.

Note 3 — Business Combinations and Goodwill - Not applicable

Note 4 — Discontinued Operations - Not applicable

Note 5 — Inwvi

A

B.

men
Mortgage Loans - Not applicable

Debt Restructuring - Not applicable

Reverse Mortgages - Not applicable

Loan-Backed Securities — Bonds not backed by other loans are valued at amortized cost using the constant interest rate method. Loan backed
bonds and structured securities are valued at amortized costs using the constant interest rate method, not including anticipated prepayment at
the date of purchase. Loan backed securities are valued using an effective yield based on current prepayment assumptions. Prepayment
assumptions are reviewed periodically and updated in response to changes in market interest rates.

Repurchase Agreements and/or Securities Lending Transactions - The Company does not sell or repledge collateral that it has accepted.

Real Estate - Not Applicable

Investments in low -income housing tax credits - Not applicable

Note 6 — Joint Ventures, Partnerships and Limited Liability Companies — Not applicable
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 7 — Investment Income
A. The Company does not admit investment income due and accrued if the amounts are over 90 days past due.
B.  Amounts Non-admitted - Not applicable

Note 8 — Derivative Instruments — Not applicable

Note 9 — Income Taxes

A. Components of Deferred Tax Assets (DTAs) and Deferred Tax Liabilities (DTLs):

December 31, 2009 January 1, 2009
Description
Gross deferred tax assets $ 570,000 $ 965,000
Gross deferred tax liabilities 274,000 196,000
Net deferred tax assets $ 296,000 $ 769,000
Non-admitted deferred tax assets - $ 422,000
Admitted deferred tax assets $ 296,000 $ 347,000
Increase (decrease) in non-admitted deferred tax assets $ (422,000) $ (137,000)
B. Unrecognized DTLs — Not applicable
C. Current Tax and Change in Deferred Tax
Current income taxes incurred consist of the following major components:
Description 2009 2008
Federal $ 10,437,000 $ 3,351,000
Foreign - -
Realized Capital Gains Tax 937,000 (640,000)
Federal and Foreign income taxes incurred $ 11,374,000 $ 2,711,000

The tax effect of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities are as follows:

December 31, 2009 January 1, 2009 Change

Deferred Tax Assets

Unpaid losses and LAE $ 404,000 $ 662,000 $ (258,000)

Unearned premiums - - -

Other 166,000 (137,000)
Total deferred tax asset 570,000 965,000 (395,000)

Non-admitted deferred tax assets - 422,000 (422,000)
Admitted deferred tax assets 570,000 543,000 27,000
Total deferred tax liabilities 274,000 196,000 78,000
Net admitted deferred tax assets $ 296,000 $ 347,000 $ (51,000)

D. Reconciliation of Federal Income Tax Rate to Effective Rate
The significant book-to-tax adjustments were as follows:
Description Amount Effective tax rate

Provision at statutory rate $ 11,907,000 35.0%
Dividends received deduction (61,000) (0.2)
Other 1,000 =
Totals $ 11,847,000 4.8%
Federal and foreign income taxes incurred $ 10,437,000 30.6%
Realized Capital Gains Tax 937,000 2.8%
Change in net deferred income taxes 473,000 1.4%
Total statutory income taxes $ 11,847,000 34.8%

E. Operating Loss and Tax Credit Carry forwards

1. The amount of consolidated Federal income taxes incurred and available to recoup in the event of future net losses is: current year
$318,550,000; first preceding year $77,812,000.

2. The amount of net losses carried forward and available to offset future income subject to Federal income tax is: current year $ 0; first
preceding year $ 0; second preceding year $ 0; third preceding year $ 0; fourth preceding year $ 0; fifth preceding year $ 0; sixth
preceding year $ 0.

F.  Consolidated Federal Income Tax Return

1. The Company’s Federal Income Tax return is consolidated with the following entities:

Factory Mutual Insurance Company

FMIC Real Estate Holdings, Inc.

Affiliated FM Insurance Company

FM Real Estate Building Trust

Appalachian Insurance Company

Corporate Insurance Services, Inc.

Risk Engineering Insurance Company Limited

Watch Hill Insurance Company

FMIC Holdings, Inc.

TSB Loss Control Consultants, Inc.

Factory Mutual Engineering Corporation

2. The method of allocation between the companies is subject to written agreement. Allocation is based upon separate company tax return

calculations.
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 10 - Information Concerning Parent idiari nd Affiliat

A

Nature of Relationships:

All of the common stock outstanding of the Company is owned by FMIC Holdings, Inc. (Johnston, RI), which is a wholly-owned subsidiary of the
Factory Mutual Insurance Company, Johnston, RI.

Detail of Transactions Greater that 2% of Admitted Assets:

The Company lists its transactions with affiliates on Schedule Y, Part 2. The Company owes FMIC for income taxes payable under a tax sharing
agreement in the amount of $11,559,407. There were no other non-insurance transactions between the Company and any affiliates, which
exceeded one-half of 1% of admitted assets.

Change in terms of inter-company arrangements - Not applicable

Amounts Due to or from Related Parties

Amounts shown on Page 2, Line 21 and/or Page 3, Line 19 include balances owed to and from affiliates and relate to inter-company pooling
arrangements (see footnote 25) and Inter-company Cash Management Agreements.

Guarantees or Contingencies for Related Parties:
The Company has no guarantees or undertakings for the benefit of affiliates.
Management, Service Contracts, Cost Sharing Agreements:

The Company receives certain accounting, management and other services from an insurance affiliate. Management fees are charged as part of
a cost sharing agreement approved by the state of domicile.

Nature of Relationships that could affect operations:

The Company is owned by FMIC Holdings Inc., a wholly owned subsidiary of Factory Mutual Insurance Company.

Amounts deducted for Investment in Upstream Company:

The Company does not own shares, directly or indirectly, of an upstream intermediate or parent.

Detail of Investments in Affiliates Greater than 10% of Admitted Assets - Not applicable

Write down for Impairments of Investments in Subsidiary, Controlled or Affiliated Companies — Not applicable

The Company does not own any foreign subsidiaries, therefore this disclosure regarding interest rates and mortality assumptions used in
connection with calculating an investment in a foreign subsidiary by adjusting annuity GAAP account value reserves using CARVM and the related

Actuarial Guidelines is not applicable.

The Company does not own any downstream non-insurance holding companies, therefore this disclosure regarding utilizing the look-through
approach for the valuation of a downstream non-insurance holding company is not applicable.

Note 11 — Debt

A.

B.

Capital Notes — Not applicable

All other Debt — Not applicable

Note 12 — Retirement Plans, Deferred Compensation, Post-employment Benefits and Compensated Absences and Other Post-retirement Benefit Plans

A.

Defined Benefit Plans

The Company participates in non-contributory retirement income plans and a postretirement benefit plan covering substantially all employees.
The plan is sponsored by Factory Mutual Insurance Company (NAIC #21482), a member of an Insurance Holding Company System. See Note
12D.

Defined Contribution Plans

The Company participates in a savings plan covering substantially all employees. Company contributions to the plan were $296,000 in 2009 and
$278,000 in 2008. The plan is sponsored by Factory Mutual Insurance Company (NAIC #21482), a member of an Insurance Holding Company
System. See Note 12D.

Multiemployer Plans - Not applicable

Consolidated/Holding Company Plans

Employees of the Company participate in both non-contributory retirement income plans and a postretirement benefit plan. The Company has no
legal obligation for benefits under the plans and the net expense relating to the plans in 2009 is $540,060.

Post-employment benefits and compensated absences — Not applicable

Impact of Medicare Modernization Act on Postretirement Benefits - Not applicable
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

1. Outstanding Shares
All of the common stock, 705,000 shares ($5 par value), is owned by FMIC Holdings, Inc. (Johnston, RI), which is a wholly-owned
subsidiary of Factory Mutual Insurance Company, Johnston, RI.

2. Dividend Rate of Preferred Stock — Not applicable

3.4. &5. Dividend Restrictions, Amount of Ordinary Dividends that may be paid, and Restrictions on Unassigned Funds
The amount of dividends, which can be paid by state of Rhode Island domiciled insurance companies to shareholders without prior approval

of the Insurance Commissioner, is subject to restrictions relating to statutory surplus and net income. The maximum dividend payout which
may be made without prior approval in 2009 is the lesser of:

a. 10% of surplus as regards policyholders as of the 315t day of December next preceding, or

b. Net income, not including realized gains, for the twelve month period ending the 315t day of December next preceding, but shall not
include pro rata distributions of any class of the insurer’s own securities.

The maximum dividend payout, which may be made without prior approval in 2009, is $4,653,738.
6. Advances to Surplus Not Repaid - Not applicable
7. & 8. Changes in Special Surplus Funds and Company stock held for special purposes — Not applicable
9. The portion of unassigned funds (surplus) represented by cumulative unrealized gains and losses is zero.
10. Surplus Notes — Not applicable
11. & 12. Quasi-Reorganizations - Not applicable

13. Dividends Paid - Not applicable

Note 14 — Contingencies

A

B.

Contingent Commitments — Not applicable

Guaranty Fund and Other Assessments — Not applicable

Gain Contingencies — Not applicable

Extra Contractual Obligations and Bad Faith Losses - Not applicable
All other Contingencies

Lawsuits arise against the Company in the normal course of business. Contingent liabilities arising from litigation, income taxes and other
matters are not considered material in relation to the financial position of the Company.

Note 15 — Leases — Not applicable

Note 16 — Information about Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentrations of Credit Risk

A

B.

Financial Instruments with off-balance sheet risk — Not applicable

Financial Instruments with concentrations of credit risk — Not applicable

Note 17 — Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

A

B.

Transfers of receivables reported as sales — Not applicable
Transfer and servicing of financial assets

Under a securities lending program with an agent, the Company has temporarily loaned certain debt securities with a fair value of $63,868,000
and $53,689,000 at December 31, 2009 and December 31, 2008, respectively. Borrowers of these securities must deposit with the agent an
amount of cash and/or securities equal to 102 percent of the fair value of the securities, plus interest. The Company continues to receive the
interest on the loaned debt securities as a beneficial owner, and the loaned debt securities are included in the investment portfolio of the
Company.

Wash Sales — Not applicable

Note 18 — Gain or Loss to the Reporting Entity from Uninsured A & H Plans and the Uninsured Portion of Partially Insured Plans - Not applicable

Note 19 — Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

As understood by the definition of “Managing General Agent” contained in Appendix A-225 of the NAIC Accounting Practices and Procedures
Manual, Appalachian Insurance Company has no managing general agents.
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 20 — Other Items

A. Extraordinary items — Not applicable

B. Troubled Debt Restructuring for Debtors — Not applicable

C. Other Disclosures — Not applicable

D. Uncollectible Premiums Receivable — Not applicable

E. Business Interruption Insurance Recoveries — Not applicable

F.  State Transferable Tax Credits - Not applicable

G. Subprime Mortgage Related Risk Exposure - Not applicable

Note 21 — Events Subsequent

There were no events occurring subsequent to December 31, 2009 meriting disclosure.

Note 22 — Reinsurance

A. Unsecured Reinsurance Recoverable —

NAIC CODE FEDERAL ID |COMPANY UNSECURED AMOUNT
00000 AA-9995022 |Excess and Casualty Reinsurance Co $ 5,410,000
11266 13-6107326 |Global Reinsurance Corp US Branch 6,372,000
22713 23-0723970 |Insurance Company of North America 26,566,000
22047 13-2930109 [North Star Reinsurance Corp 11,988,000
B. Reinsurance Recoverable in Dispute — Not applicable
C. Reinsurance Assumed and Ceded
Assumed Ceded
Reinsurance Reinsurance Net
Reserve Equity Reserve Equity Reserve Equity
Premium Commission Premium Commission Premium Commission
1) (2) (3) 4) ©) (6)
[. Affiliates $ - $ - $ - $ - $ - $ -
II.  All Other $ - $ - $ 49,699 $ 1,739 $  (49,699) $ (1,739)
I11. TOTAL $ - $ - $ 49,699 $ 1,739 $ (49,699 $ (1,739)
IV. Direct Unearned Premium Reserve $ 50,630
REINSURANCE
Description Direct Assumed Ceded Net
(2) (4)

(i) Contingent Commission
(ii) Sliding Scale Adjustment

(iii) Other Profit Commission Arrangements

1)

(3)

(iv) TOTAL -

D. Uncollectible Reinsurance

The Company has written off in the current year reinsurance balances due (from the companies listed below) in the amount of: $ 0 which is
reflected as:

Amount

$0

Statement of Income Account
Losses Incurred

Loss adjustment expenses incurred
Premiums Earned -
Other -
Total $0

Re insurer Amount

Total

$0

E. Commutation of Ceded Reinsurance

The Company has reported in its operations in the current year as a result of commutation of reinsurance with the companies listed below,
amounts that are reflected as:

Statement of Income Account Amount
Losses and Lae Incurred $ 0
Premiums Earned
Other
Total $ 0
Reinsurer Amount

$ 0

F.  Retroactive Reinsurance — Not applicable

G. Reinsurance Accounted for as a Deposit - Not applicable
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 23 — Retrospectively Rated Contracts and Contracts Subject to Re-determination — Not applicable
Note 24 — Chan in Incurred L nd Loss Adjustment Expen

As a result of changes in estimates of insured events related to prior years, the provision for losses and loss adjustment expenses decreased by
$8,841,000. The decrease related to changes in incurred but not reported (IBNR) reserves in the prior year.

No additional premiums or return of premiums have been accrued as a result of prior-year effects.

Note 25 — Inter-company Pooling Arrangements
Factory Mutual Insurance Company, NAIC Code 21482, Affiliated FM Insurance Company, NAIC Code 10014, and Appalachian Insurance
Company, NAIC Code 10316, are members of the FM Global Group and have entered into a Tripartite Quota Share Pooling Agreement. The
agreement became effective January 1, 1982.
All business written by each of the pool participants is subject to pooling. Also, reinsurance may be ceded on a facultative and/or treaty basis by
any pool participant prior to pooling. There are no discrepancies between the assumed and ceded reinsurance schedules of the pool participants.
Each pool participant establishes its respective provision for reinsurance Schedule F - Part 7 and the write-off of uncollectible reinsurance for its
own facultative and treaty cessions. Uncollectible reinsurance has been furnished to insurance departments of those states where the company
is licensed.
The parties agreed to pool net premiums earned, net losses and loss adjustment expenses incurred, and other underwriting expenses incurred.
Each company agreed to cede and/or assume from the others that amount of net premium earned, reported in the NAIC Annual Statement, Page
4, Line 1, plus that amount of dividends to policyholders reported on Page 4, Line 17, net losses and loss adjustment expenses incurred included
in the NAIC Annual Statement, Page 4 Lines 2 and 3 and other underwriting expenses incurred reported in the NAIC Annual Statement, Page 4,
Line 4, required to bring its share to the agreed upon percentage of the total. The current pooling percentages, amended as of January 1, 2005,
are 86% Factory Mutual Insurance Company, 12% Affiliated FM Insurance Company, and 2% Appalachian Insurance Company.
The percentages represent the policyholder’s surplus of each company to the combined policyholder’s surplus for the three companies.
The pooling activity is recorded and settled as current accident and occurrence year transactions for Schedule P reporting purposes. The pooling
results are considered as written and earned in the current accident year. The pooling results of losses and loss adjustment expenses paid and
incurred are reflected in the current occurrence year.
The pooling results are reported in reinsurance lines 31-33 on the Underwriting and Investment Exhibit pages 6 — 10 and on Schedule P.

The Combined Annual Statement eliminates the results of all inter-company activity.

Note 26 — Structured Settlements — Not applicable

Note 27 — Health Care Receivables — Not applicable

Note 28— Participating Policies — Not applicable

Note 29-Premium Deficiency Reserves — Not applicable

Note 30-High Deductibles — Not applicable

Note 31 — Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjusting Expenses — Not applicable
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Annual Statement for the year 2009 of the Appalachian Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 32 — A 10 nd Environmental Reserv

The Company has potential exposure involving asbestos, environmental impairment liability, and other types of mass tort-related claims, which applies
only to the casualty and assumed reinsurance business now in runoff. Management has indicated that liabilities are recognized for known claims
(including the cost of related litigation) when sufficient information has been developed to indicate the involvement of a specific insurance policy, and
the Company’s liabilities can be reasonably estimated. Additional reserves for such claims are established to cover further exposures on both known
and unasserted claims based on facts currently known and the present state of the law and coverage litigation. The reserves for these types of claims
are included in the foregoing loss and loss adjustment expense reserves and subject to considerable certainty, due to the potential severity of the
claims and the uncertain legal climate.

Direct — Asbestos
2005 2006 2007 2008 2009
Beginning reserves: $ 91,699,000 $ 130,864,000 $ 142,763,000 $ 125,918,000 $ 105,497,000
Incurred losses & loss
Adjustment expense: 48,010,000 21,810,000 - - (26,183,000)
Calendar year payments
for losses & loss adjustment
expense: 8,845,000 9,911,000 16,845,000 20,421,000 12,692,000
Ending Reserves: | $ 130,864,000 $ 142,763,000 $ 125,918,000 $ 105,497,000 $ 66,622,000
Assumed Reinsurance - Asbestos
2005 2006 2007 2008 2009
Beginning reserves: $ - $ - $ - $ - $ -
Incurred losses & loss
Adjustment expense: - - - - -
Calendar year payments
for losses & loss adjustment - - - - -
expense: - - - - -
Ending Reserves: [ % - $ - $ - $ - $ -
Net of Ceded Reinsurance — Asbestos
2005 2006 2007 2008 2009
Beginning reserves: $ 26,135,000 $ 46,103,000 $ 58,798,000 $ 46,216,000 $ 38,145,000
Incurred losses & loss
Adjustment expense: 20,506,000 16,829,000 (8,356,000) 76,000 (5,476,000)
Calendar year payments
for losses & loss adjustment
expense: 538,000 4,134,000 4,226,000 8,147,000 3,804,000
Ending Reserves: | ¢ 46,103,000 $ 58,798,000 $ 46,216,000 $ 38,145,000 $ 28,865,000
Direct - Environmental
2005 2006 2007 2008 2009
Beginning reserves: $ 50,153,000 $ 29,709,000 $ 16,608,000 $ 16,484,000 $ 16,299,000
Incurred losses & loss
Adjustment expense: (22,307,000) (10,989,000) - - (641,000)
Calendar year payments
for losses & loss adjustment
expense: (1,863,000) 2,112,000 124,000 185,000 199,000
Ending Reserves: | $ 29,709,000 $ 16,608,000 $ 16,484,000 $ 16,299,000 $ 15,459,000
Assumed Reinsurance - Environmental
2005 2006 2007 2008 2009
Beginning reserves: $ - $ - $ - $ - $ -
Incurred losses & loss
Adjustment expense: - - - - -
Calendar year payments
for losses & loss adjustment
expense: - - - - -
Ending Reserves: [ % - $ - $ - $ - $ -
Net of Ceded Reinsurance - Environmental
2005 2006 2007 2008 2009
Beginning reserves: $ 19,082,000 $ 11,467,000 $ 7,468,000 $ 6,992,000 $ 6,757,000
Incurred losses & loss
Adjustment expense: (7,510,000) (3,285,000) (435,000) (45,000) (984,000)
Calendar year payments
for losses & loss adjustment
expense: 105,000 714,000 41,000 190,000 49,000
Ending Reserves: | ¢ 11,467,000 $ 7,468,000 $ 6,992,000 $ 6,757,000 $ 5,724,000

Included in reserves above, the Company holds IBNR and/or bulk reserves. It held such reserves in the amount of $49,347,000 (Asbestos) and
$13,117,000 (Environmental) on a direct basis and $21,869,000 (Asbestos) and $4,877,000 (Environmental) on a net basis at December 31, 2009.

Included in the reserves above, the Company holds future allocated loss adjustment expense reserves. It held such reserves in $29,860,000
(Asbestos) and $7,452,000 (Environmental) on a direct basis and $10,126,000 (Asbestos) and $2,052,000 (Environmental) on a net basis at
December 31, 2009.

Note 33 - Subscriber Savings Accounts - Not Applicable

Note 34 - Multiple Peril Crop Insurance - Not Applicable

Note 35 — Financial Guaranty Insurance - Not Applicable
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8.1
8.2

8.3
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141

1.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL
Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer? Yes[X] No[ ]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] NATJ ]
State regulating? Rhode Island
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No[X]
If yes, date of change:
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2008
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2004
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 04/28/2006
By what department or departments? Rhode Island Division of Insurance
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement
filed with departments? Yes [ X] No[ 1 NATJ ]
Have all of the recommendations within the latest financial examination report been complied with? Yes [ X] No[ 1 NATJ ]
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]
412  renewals? Yes[ ] No[X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421  sales of new business? Yes[ ] No[X]
422  renewals? Yes[ ] No[X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No[X]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Co. Code State of Domicile
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
721  State the percentage of foreigncontrol s %
7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and locations (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.
1 2 3 4 5 6
Affiliate Name Location (City, State) FRB 0OCC QoTS FDIC SEC
What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Ernst & Young, LLP 200 Clarendon Street, Boston, MA 02116-5072
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
John Dawson, Senior Consulting Actuary, Ernst & Young LLP 200 Clarendon Street, Boston, MA 02116-5072
Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]

11.11  Name of real estate holding company

11.12  Number of parcels involved
11.13  Total book/adjusted carrying value
If yes, provide explanation.
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12.4

131

13.11

13.2
13.21

13.3
13.31

18.1

18.2

19.1

19.2

20.1

20.2

211
21.2

221

22.2

22.3

22.4

22.5
22.6

231

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:

What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?

Have there been any changes made to any of the trust indentures during the year?
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes?

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)

of the reporting entity subject to a code of ethics, which includes the following standards?

Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

The prompt internal reporting of violations to an appropriate person or persons identified in the code; and
Accountability for adherence to the code.
If the response to 13.1 is No, please explain:

a
b
[ Compliance with applicable governmental laws, rules and regulations;
d
e

Has the code of ethics for senior managers been amended?
If the response to 13.2 is Yes, provide information related to amendment(s).

Have any provisions of the code of ethics been waived for any of the specified officers?
If the response to 13.3 is yes, provide the nature of any waiver(s).

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties

of such person?

FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)?

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

18.11 To directors or other officers

18.12 To stockholders not officers

18.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
18.21 To directors or other officers

18.22 To stockholders not officers

18.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

19.21 Rented from others

19.22 Borrowed from others

19.23 Leased from others

19.24  Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

20.21  Amount paid as losses or risk adjustment

20.22 Amount paid as expenses

20.23  Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,

in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 22.3)?
If no, give full and complete information relating thereto.
JP Morgan Worldwide Securities Services holds custody of the securities

For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether

collateral is carried on or off-balance sheet (an alternative is to reference Note 16 where this information is also provided).

JP Morgan Worldwide Securities Service manages the securities lending program. The market value and collateral amount of the securities on loan as of

year end 2009 is $63,868,310.14 and $65,235,275.61 respectively. The collateral is placed on deposit with JPM and JPM indemnifies the risk.

Does the company's security lending program meet the requirements for a conforming program as outlined in the
Risk-Based Capital Instructions?

If answer to 22.4 is yes, report amount of collateral.

If answer to 22.4 is no, report amount of collateral.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, or has the reporting entity sold or transferred any assets subject to a put option contract that is currently in force?

(Exclude securities subject to Interrogatory 19.1 and 22.3)

15.1

Yes[ ] No[ ]
Yes[ ] No[ ]
No[ ] NA[ ]

Yes[X] No[ ]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

No[ ] NAL ]
65,235,276

Yes[X] No[ ]
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26.03
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271

272

273

28.

291
29.2
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30.1
30.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

If yes, state the amount thereof at December 31 of the current year:
23.21 Subject to repurchase agreements

23.22 Subject to reverse repurchase agreements

23.23  Subject to dollar repurchase agreements

23.24  Subject to reverse dollar repurchase agreements

23.25 Pledged as collateral

23.26  Placed under option agreements

23.27 Letter stock or securities restricted as to sale

23.28 On deposit with state or other regulatory body

23.29 Other
For category (23.27) provide the following:
1 2 3
Nature of Restriction Description Amount
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] NAI[X]
If no, attach a description with this statement.
Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear:
Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's offices,
vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement
with a qualified bank or trust company in accordance with Section 3, Ill Conducting Examinations, F - Custodial or Safekeeping Agreements of the
NAIC Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
JP Morgan Worldwide Securities Services 1 Chase Manhattan Plaza New York, NY 10005-1489
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 26.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
0ld Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No[X]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
27.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
281 BONGS....ciieiisieiessi st enr e nnes | sreneaa 185,324,441 | ........ 187,906,921 | ..o 2,582,480
28.2  Preferred StoCKS. ... ..o ssnssnesnssnes | senessens 2,500,000 | ....cccoe.. 2,500,000 | .o 0
283 TOtAIS... et | sreneaa 187,824,441 | ........ 190,406,921 | .oovvvveenes 2,582,480
28.4 Describe the sources or methods utilized in determining the fair values:
The bonds are priced by NAIC/SVO, or if not available from the SVO, by IDC for compuatation of fair value
The preferred stock is priced by the NAIC using the NAIC valuation method 4ciB6
Was the rate used to calculate fair value determined by a broker or custodian for any of the securities in Schedule D? Yes[ ] No[X]
If yes, does the reporting entity have a copy of the broker's or custodian's pricing policy (hard copy or electronic copy) for all brokers or custodians
used as a pricing source? Yes[ ] No[ ]
If no, describe the reporting entity's process for determining a reliable pricing source for purposes of disclosure of fair value for Schedule D.
The bonds are priced by NAIC/SVO, or if not available from the SVO, by IDC for compuatation of fair value
The preferred stock is priced by the NAIC using the NAIC valuation method 4ciB6
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]

If no, list exceptions:
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES
OTHER

31.1  Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any?
31.2 List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.

1 2
Name Amount Paid
32.1  Amount of payments for legal expenses, if any?
32.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
33.1  Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
33.2 List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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1.3

14
1.5
1.6

3.1
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4.1
4.2
4.3
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5.1
5.2

53

54
55

6.1

6.2

6.3

6.4

6.5

741

72
7.3

GENERAL INTERROGATORIES
PART 2 - PROPERTY AND CASUALTY INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force? Yes[ ] No[X]
Ifyes, indicate premium eared on U.S. businessonly. s
What portion of item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding:
Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above. s
Indicate total incurred claims on all Medicare Supplementinsurance.
Individual policies:
Most current three years:
1.61 Totalpremiumearned
1.62 Totalincurred claims
1.63 Numberofcoveredlives s
All years prior to most current three years:
1.64 Totalpremiumearned
1.65 Totalincurred claims
1.66 Numberofcoveredlives s
Group policies:
Most current three years:
1.71 Totalpremiumearned s
1.72 Totalincurred claims
1.73 Numberofcoveredlives
All years prior to most current three years:
1.74 Totalpremiumearned s
1.75 Totalincurred claims e
1.76 Numberofcoveredlives s
Health test: 1 2
Current Year Prior Year
2.1 Premium NUMErator........coo..ovvveevererrernssennennn. $ed 08 i, 0
2.2 Premium Denominator.............c..oveeeverreeenrenns $eii 60,504,681 [8$.............. 54,054,837
2.3 Premium Ratio (2.1/2.2)....cvcvererrererrerneneriens [ e, 0.0 [ 0.0
2.4 Reserve NUMErator.........ooc.corvervvenreerenienisnnns $e 08 i, 0
2.5 Reserve Denominator............oc...ooeevveeeervvrnninns B 60,712,745 | $....oe.. 58,554,866
2.6 Reserve Ratio (2.4/2.5)......ccccceevevrererneneieriens s, 0.0 [ 0.0
Does the reporting entity issue both participating and non-participating policies? Yes[ ] No[X]
If yes, state the amount of calendar year premiums written on:
3.21 Participating policies
3.22 Non-participating policies
FOR MUTUAL REPORTING ENTITIES AND RECIPROCAL EXCHANGES ONLY:
Does the reporting entity issue assessable policies? Yes[ ] No[ ]
Does the reporting entity issue non-assessable policies? Yes[ ] No[ ]
If assessable policies are issued, what is the extent of the contingent liability of the policyholders? s %
Total amount of assessments paid or ordered to be paid during the year on deposit notes or contingent premiums. s
FOR RECIPROCAL EXCHANGES ONLY:
Does the exchange appoint local agents? Yes[ ] No[ 1]
If yes, is the commission paid:
5.21 Out of Attorney's-in-fact compensation Yes[ ] No[ ] N/A[X]
5.22 As adirect expense of the exchange Yes[ ] No[ ] N/A[X]
What expenses of the exchange are not paid out of the compensation of the Attorney-in-fact?
Has any Attorney-in-fact compensation, contingent on fulfillment of certain conditions, been deferred? Yes[ | No[ ]
If yes, give full information:
What provision has this reporting entity made to protect itself from an excessive loss in the event of a catastrophe under a workers' compensation contract issued
without limit of loss?
The Company does not issue Workers Compensation contracts.
Describe the method used to estimate this reporting entity's probable maximum insurance loss, and identify the type of insured exposures comprising that
probable maximum loss, the locations of concentrations of those exposures and the external resources (such as consulting firms or computer software
models), if any, used in the estimation process:
The Company uses proprietary and RMS models that are developed to model our catastrophe exposure in hurricane and earthquake prone areas
where we have concentrations of business.
What provision has this reporting entity made (such as a catastrophic reinsurance program) to protect itself from an excessive loss arising from the
types and concentrations of insured exposures comprising its probable maximum property insurance loss?
In addition to controlling the Company's exposure by loss prevention engineering, deductibles, and limits of liability, we purchase risk and
catastrophe reinsurance.
Does the reporting entity carry catastrophe reinsurance protection for at least one reinstatement, in an amount sufficient to cover its estimated
probable maximum loss attributable to a single loss event or occurrence? Yes[X] No[ ]
If no, describe any arrangements or mechanisms employed by the reporting entity to supplement its catastrophe reinsurance program or to hedge its
exposure to unreinsured catastrophic loss:
Has the reporting entity reinsured any risk with any other entity under a quota share reinsurance contract that includes a provision that would
limit the reinsurer's losses below the stated quota share percentage (e.g., a deductible, a loss ratio corridor, a loss cap, an aggregate limit or
any similar provisions)? Yes[ ] No[X]
If yes, indicate the number of reinsurance contracts containing such provisions. s
If yes, does the amount of reinsurance credit taken reflect the reduction in quota share coverage caused by any applicable limiting provision(s)? Yes[ ] No[ ]
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GENERAL INTERROGATORIES
PART 2 - PROPERTY AND CASUALTY INTERROGATORIES

Has this reporting entity reinsured any risk with any other entity and agreed to release such entity from liability, in whole or in part,
from any loss that may occur on this risk, or portion thereof, reinsured? Yes[ ] No[X]
If yes, give full information:

Has the reporting entity ceded any risk under any reinsurance contract (or under multiple contracts with the same reinsurer or its affiliates) for
which during the period covered by the statement: (i) it recorded a positive or negative underwriting result greater than 5% of prior year-end
surplus as regards policyholders or it reported calendar year written premium ceded or year-end loss and loss expense reserves ceded greater
than 5% of prior year-end surplus as regards policyholders; (ii) it accounted for that contract as reinsurance and not as a deposit; and (iii) the
contract(s) contain one or more of the following features or other features that would have similar results:
(@)  Acontract term longer than two years and the contract is noncancellable by the reporting entity during the contract term;
(b)  Alimited or conditional cancellation provision under which cancellation triggers an obligation by the reporting entity, or an affiliate of the
reporting entity, to enter into a new reinsurance contract with the reinsurer, or an affiliate of the reinsurer;
(c)  Aggregate stop loss reinsurance coverage;
(d)  Aunilateral right by either party (or both parties) to commute the reinsurance contract, whether conditional or not, except for such provisions
which are only triggered by a decline in the credit status of the other party;
(e) A provision permitting reporting of losses, or payment of losses, less frequently than on a quarterly basis (unless there is no activity
during the period); or
() Payment schedule, accumulating retentions from multiple years or any features inherently designed to delay timing of the reimbursement
to the ceding entity? Yes[ ] No[X]
Has the reporting entity during the period covered by the statement ceded any risk under any reinsurance contract (or under multiple contracts
with the same reinsurer or its affiliates), for which, during the period covered by the statement, it recorded a positive or negative underwriting
result greater than 5% of prior year-end surplus as regards policyholders or it reported calendar year written premium ceded or year-end loss
and loss expense reserves ceded greater than 5% of prior year-end surplus as regards policyholders; excluding cessions to approved
pooling arrangements or to captive insurance companies that are directly or indirectly controlling, controlled by, or under control with
(i) one or more unaffiliated policyholders of the reporting entity, or (ii) an association of which one or more unaffiliated policyholders of the
reporting entity is a member where:
(@)  The written premium ceded to the reinsurer by the reporting entity or its affiliate represents fifty percent (50%) or more of the entire
direct and assumed premium written by the reinsurer based on its most recently available financial statement; or
(b)  Twenty-five percent (25%) or more of the written premium ceded to the reinsurer has been retroceded back to the reporting entity or its
affiliates in a separate reinsurance contract? Yes[ ] No[X]
If yes to 9.1 or 9.2, please provide the following information in the Reinsurance Summary Supplemental Filing for General Interrogatory 9:
(@)  The aggregate financial statement impact gross of all such ceded reinsurance contracts on the balance sheet and statement of income;
(b) A summary of the reinsurance contract terms and indicate whether it applies to the contracts meeting the criteria in 9.1 or 9.2; and
(c) A brief discussion of management's principle objectives in entering into the reinsurance contract including the economic purpose to be
achieved.
Except for transactions meeting the requirements of paragraph 32 of SSAP No. 62, Property and Casualty Reinsurance, has the reporting entity
ceded any risk under any reinsurance contract (or multiple contracts with the same reinsurer or its affiliates) during the period covered by the
financial statement, and either:
(@)  Accounted for that contract as reinsurance (either prospective or retroactive) under statutory accounting principles ("SAP") and as a
deposit under generally accepted accounting principles ("GAAP"); or
(b)  Accounted for that contract as reinsurance under GAAP and as a deposit under SAP? Yes[ ] No[X]
If yes to 9.4, explain in the Reinsurance Summary Supplemental Filing for General Interrogatory 9 (Section D) why the contract(s) is treated
differently for GAAP and SAP.
The reporting entity is exempt from the Reinsurance Attestation Supplement under one or more of the following criteria:

(@)  The entity does not utilize reinsurance; or Yes[ ] No[X]
(b)  The entity only engages in a 100% quota share contract with an affiliate and the affiliated or lead company has filed an attestation

supplement; or Yes[ ] No[X]
(c)  The entity has no external cessions and only participates in an intercompany pool and the affiliated or lead company has filed

an attestation supplement. Yes[ ] No[X]

If the reporting entity has assumed risks from another entity, there should be charged on account of such reinsurance a reserve equal to that which the
original entity would have been required to charge had it retained the risks. Has this been done? Yes[X] No[ ] NAT ]

Has this reporting entity guaranteed policies issued by any other reporting entity and now in force? Yes[ ] No[X]
If yes, give full information:

If the reporting entity recorded accrued retrospective premiums on insurance contracts on Line 13.3 of the assets schedule, Page 2, state the amount of
corresponding liabilities recorded for:
12.1 Unpaid losses
12.1 Unpaid underwriting expenses (including loss adjustment expenses)
Of the amount on Line 13.3, Page 2, state the amount that is secured by letters of credit, collateral and other funds:
If the reporting entity underwrites commercial insurance risks, such as workers' compensation, are premium notes or promissory notes accepted from its
insureds covering unpaid premiums and/or unpaid losses? Yes[ ] No[ ] N/A[X]
If yes, provide the range of interest rates charged under such notes during the period covered by this statement:
12.4 From
124 To
Are letters of credit or collateral and other funds received from insureds being utilized by the reporting entity to secure premium notes or promissory notes taken
by a reporting entity, or to secure any of the reporting entity's reported direct unpaid loss reserves, including unpaid losses under loss deductible features
of commercial policies? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of current year:
12.6 Letters of credit
12.6 Collateral and other funds

Largest net aggregate amount insured in any one risk (excluding workers' compensation):
Does any reinsurance contract considered in the calculation of this amount include an aggregate limit of recovery without also including a

reinstatement provision? Yes[ ] No[X]
State the number of reinsurance contracts (excluding individual facultative risk certificates, but including facultative programs, automatic facilities
or facultative obligatory contracts) considered in the calculation of the amount. 2
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GENERAL INTERROGATORIES
PART 2 - PROPERTY AND CASUALTY INTERROGATORIES

Is the company a cedant in a multiple cedant reinsurance contract? Yes[X] No[ ]
If yes, please describe the method of allocating and recording reinsurance among the cedants:
Based on an intercompany Excess of Loss Treaty. Maximum retention is based upon Largest Net Aggregate.

If the answer to 14.1 is yes, are the methods described in item 14.2 entirely contained in the respective multiple cedant reinsurance contracts? Yes[X] No[ ]
If the answer to 14.3 is no, are all the methods described in 14.2 entirely contained in written agreements? Yes[ ] No[ ]
If the answer to 14.4 is no, please explain:

Has the reporting entity guaranteed any financial premium accounts? Yes[ ] No[X]
If yes, give full information:

Does the reporting entity write any warranty business? Yes[ ] No[X]
If yes, disclose the following information for each of the following types of warranty coverage:
1 2 3 4 5
Direct Losses Direct Losses Direct Written Direct Premium Direct Premium
Incurred Unpaid Premium Unearned Earned
16.11 HOME. ..o | enisiessessssserssersnes [ onnsesnnsesnssessssessssssssersns | seeeessssssssessseensnesssnessnnes | eosmessnsessssesssessmsessssense | oesessesensessnesanesssessnses

16.12 ProduCES........cevveeereeinieinienes i [ eonnesnnsesnsssssessssnsssssses | reeessessssssssnssesssmessnees | eonmoessmessssesssessmsessssesss | oesessesessesensssansesssesssses
16.13 AUtOMODIIE........vveveeeeeeeeeiees ] e | oo | e | e L
16.14 Other™........oeceeeeeeececeeeeeeees | eeeeeieeeeeeeeceieereeerieies Leveeeisieevereeieisienirerinieis | eeveeessrerenesssnsseneciees | eveveeeenerenesesensneneneesens | covereeeeseseseeesesssesesnnns
* Disclose type of coverage: ..............

Does the reporting entity include amounts recoverable on unauthorized reinsurance in Schedule F-Part 3 that it excludes from Schedule F-Part 5? Yes[X] No[ ]
Incurred but not reported losses on contracts in force prior to July 1, 1984, and not subsequently renewed are exempt from inclusion in Schedule F-Part 5.
Provide the following information for this exemption:

17.11 Gross amount of unauthorized reinsurance in Schedule F-Part 3 excluded from Schedule F-Part 5 374,000
17.12 Unfunded portion of Interrogatory 17.11 .374,000
17.13 Paid losses and loss adjustment expenses portion of Interrogatory 17.41 B 0
17.14 Case reserves portion of Interrogatory 1711~ B 0
17.15 Incurred but not reported portion of Interrogatory 17.11 374,000
17.16 Unearned premium portion of Interrogatory 1711~ B 0
17.17 Contingent commission portion of Interrogatory 17.11 B 0
Provide the following information for all other amounts included in Schedule F-Part 3 and excluded from Schedule F-Part 5, not included above:

17.18 Gross amount of unauthorized reinsurance in Schedule F-Part 3 excluded from Schedule F-Part 5 s 0
17.19 Unfunded portion of Interrogatory 17.18 s 0
17.20 Paid losses and loss adjustment expenses portion of Interrogatory 17.18 s 0
17.21 Case reserves portion of Interrogatory 17.18 s 0
17.22 Incurred but not reported portion of Interrogatory 17.18 s 0
17.23 Unearned premium portion of Interrogatory 17.18 RSN 0
17.24 Contingent commission portion of Interrogatory 17.18 s 0
Do you act as a custodian for health savings account? Yes[ ] No[X]
If yes, please provide the amount of custodial funds held as of the reportingdate.
Do you act as an administrator for health savings accounts? Yes[ ] No[X]

If yes, please provide the balance of the funds administered as of the reportingdate.

16.2
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FIVE-YEAR HISTORICAL DATA

Show amounts in whole dollars only, no cents; show percentages to one decimal place, i.e. 17.6.

1 2 3 4 5
2009 2008 2007 2006 2005
Gross Premiums Written (Page 8, Part 1B, Cols. 1,2 & 3)
1. Liability lines (Lines 11.1, 11.2, 16, 17.1, 17.2, 17.3,18.1, 18.2, 19.1, 19.2 & 19.3, 19.4)... | ceeevverrermerernenns [ cormrneirnrineirnnineiinns [ e [ v | e
2. Property lines (Lines 1, 2,9, 12, 21 & 26).......ccvuuerriireiniieiineieeneieeiseieeeseiesisesesssesesens 15,359,234 | ... 18,447,591 | ........ 12,052,514 | .......... 9,123,104 | ............. 181,350
3. Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27).......cccccnervvenerrvenerrvienernens 3,121,092 | .......... 3,748,503 | .......... 2,433,887 | .......... 1,826,446 | .....ccovvvnnee 36,637
4. Allother lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34).......ccovvvvermrnerernerrennenes | veveeneiscnenssinenns | o et | e | s
5. Nonproportional reinsurance lines (Lines 31, 32 & 33).......ccccvrvrurmrrneenrnrnsncnnnneenennns 200,170,754 | ... 53,418,408 | ........ 53,994,517 | ........ 53,998,167 ....51,243,789
8. TOHAI (LINE 35)....veucerieiereieersiinesesises et voeeenn 18,651,080 | ... 75,614,502 | ........ 68,480,918 | ........ 64,947,717 | ........51,461,776
Net Premiums Written (Page 8, Part 1B, Col. 6)
7. Liability lines (Lines 11.1, 11.2, 16, 17.1,17.2, 17.3, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4)... [ ceeveeverinririnerncs [ e | e | v (338,804) [ ...covvreeircieinnn
8. Property lines (Lines 1, 2, 9, 12, 21 & 26) ... 157,765 | .... (385,530)
9. Property and liability combined lines (Lines 3, 4, 5, 8,22 & 27).......ccccouevvevnienenneincniinns | cevrenenenn 58,949 | i 47,502 | v 42472 | 5286 | ............ (121,722)
10.  All other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34).......coorrrrrnerrneneirreneiineines | eerreeneinesinsinsesneines | coneenneesssssesssnsssnes | rnreneessiesssssssssnees [ ereeesesssssssesessnenns | sevsnesessssssssssesnsens
11. Nonproportional reinsurance lines (Lines 31, 32 & 33)........coevernrnerneenienienininieeeens ........00,160,754 | ........ 53,408,408 | ........ 53,984,517 | ........ 53,988,167 | ........51,233,789
12. Total (Line 35) ....60,504,493 | ........ 53,736,372 | ........ 54,311,961 | ........ 53,812,414 | ........50,726,537
Statement of Income (Page 4)
13. Net underwriting gain (10SS) (LINE 8)........cvvurevrrurerinireiiniirecinemecinereseneseseses e c0ern 19,865,606 | ............. 730,525 | ........ 16,435,354 | ........ 13,329,317 | ........11,358,282
14, Netinvestment gain (10SS) (LINE 1) sseessnes 13,214,921 | 7,303,047 | .......... 8,963,516 | .......... 6,896,658 | .......... 6,038,330
15, Total 0ther iNCOME (LINE 15).......euurirerieeiniieiierieesesiesss s sssss st ssssssssssssssenenns (VLSRR )] —— [CZ0X) ] IN— (29,917)] cevvvrnven. (109,323)
16.  Dividends to policyholders (Line 17)... cerrrerenenesensseseens | v | e | e —————
17.  Federal and foreign income taxes incurred (LiN€ 19)........ovvrerrrrerrerereeeeeeeieereereeneeneens o 10,437,000 | ..o 3,351,000 | ..........8,411,000 | .......... 7,253,562 | .......... 5,897,000
18, NetinCOME (LINE 20)........uurereerrerrerrirnreseesessesssessssessssssessssesessssssessssssesssssesssessesssessesssnses 22,645,388 | ......... 4,653,739 | ........ 16,893,567 | ........ 12,942,496 | ........11,390,289
Balance Sheet Lines (Pages 2 and 3)
19.  Total admitted assets excluding protected cell business (Page 2, Line 24, Col. 3)............. | ...... 221,848,563 | ...... 189,083,780 216,281,814 | ...... 197,792,424 | ...... 172,773,869
20. Premiums and considerations (Page 2, Col. 3):
20.1 In course of collection (LINE 13.1).....cvuereuirrererireiierireieeire et e 15,995,636 | ........ 13,317,151 | ........ 14,086,205 | ........ 14,155,497 | ........13,080,272
20.2 Deferred and not yet due (LINE 13.2)......cviuriiriirinieinieinieiresiseeiseeiseeisseines | osreessisenessnssssssesnes | snseesssesssssssessssenns | eerneeennessmsessmsesenees | coemnsessneesmnsesssessses | neneeneeneeneennens
20.3 Accrued retrospective premiums (LINE 13.3).....cciriiririnieinceeeesieisieienns | rnreenseneneisnneiennennes | snseeseennsisssesssseens | cerneennesmessnnesnnees | coemneessneensnsssennss | nevneeneeneneennens
21.  Total liabilities excluding protected cell business (Page 3, Line 24)..........cccoovovvvvrvireinnn. v 7,939,690 | ........ 66,972,329 | ........ 99,198,745 | ........ 97,301,557 ....87,112,662
22, L0SSES (PG 3, LINE 1)...euuieriiceririiieriseieeiei bbb 25,163,592 | ... 44,118,351 | ........ 51,599,576 | ........ 63,698,403 | ........61,855,854
23.  Loss adjustment expenses (Page 3, LINE 3)......ccocevirirninnineceeee e v 12,460,261 | ... 7,416,939 | ......... 8,068,097 | .......... 9,171,538 | .......... 1,720,087
24, Unearned premiums (Page 3, LiNE 9)........c.cceviveiiveiireicreicceecteseteeesevsse s evsesns | cvevissesissesinsns 931 | 1119 [ 319,584 | ............ 814,917 | .......... 1,390,400
25.  Capital paid up (Page 3, Lines 28 & 29)........cccvurirrerrieneriinimiinerssinenssiessssssssssensssens | conerenees 3,525,000 | .......... 3,525,000 | .......... 3,525,000 | .......... 3,525,000 | .......... 3,525,000
26.  Surplus as regards policyholders (Page 3, Lin€ 35).......ccoevueuricenrinceneiciniincrsnieeinsienes | ovvens 143,908,873 | ...... 122,111,451 | ......117,083,069 | ...... 100,490,867 | ........85,661,207
Cash Flow (Page 5)
27.  Net cash from operations (LINE 11)......c.ocerreerrrneeerneieieieeeiessseiesseisss s e 27,709,841 | ... (25,912,199) ........ 33,482,691 | ........ 11,681,818 | .........(3,716,952)
Risk-Based Capital Analysis
28. Total adjusted capital i 143,908,873 | ...... 122,111,451 | ......117,083,069 | ...... 100,490,867 | ........85,661,207
29.  Authorized control level risk-based Capital...........corvuveriinerineissees e 10,493,184 | ... 11,918,127 | ........ 12,937,249 | ........ 14,667,446 | ........13,410,657
Percentage Distribution of Cash, Cash Equivalents and Invested Assets
(Page 2, Col. 3) (Item divided by Page 2, Line 10, Col. 3) x 100.0
30, BONAS (LINE 1).uiiiiieeiieieieie ittt
31, Stocks (Lines 2.1 & 2.2)....cooeuvirnirnieiniirineens
32.  Mortgage loans on real estate (LiNeS 3.1 & 3.2)......ccocviriininereereseeseesceies
33. Realestate (LINES 4.1, 4.2 & 4.3) ...ttt
34. Cash, cash equivalents and short-term investments (LiN€ 5).........cccovreurrierireninnnireninnnns
35.  Contract loans (Line 6)
36.  Other invested aSSES (LINE 7)......coeuriururireirireiriieireieireesseisese sttt nees
37.  Receivable for SeCUrities (LINE 8)........covurriuriiiriiirieiricineiseescese s
38.  Aggregate write-ins for invested assets (LiNE 9).........coererienieninninnienesneeneeeens
39. Cash, cash equivalents and invested assets (Line 10)
Investments in Parent, Subsidiaries and Affiliates
40. Affiliated bonds (Sch. D, Summary, LINE 12, COL. 1).....cviiieiieiieieeieeiieeieieneeneienes | erieieisinnesssinnes [ reeneesessensennes | oeresessseessesssesnns | sererssesnsesnssessssen | conesssesssssssnsesnesnns
41.  Affiliated preferred stocks (Sch. D, Summary, Line 18, Col. 1)......cccoenevnnnenenencncncnees | e 2,500,000 | .......... 2,500,000 | .......... 2,500,000 | .......... 2,500,000 | .......... 2,500,000
42.  Affiliated common stocks (Sch. D, Summary, Ling 24, Col. 1)......cccvenirniieninninninnes | e [ e | e | v | coseensienssneseenes
43.  Affiliated short-term investments (Schedule DA, Verification, Col. 5, Lin€ 10).......cccccvvevi | evirniiniinienins [ e [ [ e [ o
44.  Affiliated mortgage 10ans 0N real ESALE...........c.ciuriiuriiiricircreee e | et [ e | et nenes | e | et
45, AllOther affillAted.........covuiueiriirisi e essessens | ersnsenssnsensenenenerss | crnersessnesnesnesnssnennes | snenenenenenenenees | sersesssssnessessessesnsans | eoseesenenenennennens
46.  Total Of @hoVe lINES 40 10 45........c.veeeerieeiiireirees et essessnnis | reisesens 2,500,000 | .......... 2,500,000 | .......... 2,500,000 | .......... 2,500,000 | .......... 2,500,000
47.  Percentage of investments in parent, subsidiaries and affiliates to surplus
as regards policyholders (Line 46 above divided by Page 3, Col. 1, Line 35 x 100.0)......... [ coveiiiiiinnnne. 17 [ 2.0 | e 21 | 2.5 | 2.9
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FIVE-YEAR HISTORICAL DATA

(Continued)
1 2 3 4 5
2009 2008 2007 2006 2005

Capital and Surplus Accounts (Page 4)
48.  Net unrealized capital gains (I0SSES) (LINE 24).........cceuviuriririririnireeeeieieeeieeieenes | creeinieineensseinsnes [ reneensensensennes | rernseeeseesssessssenes | reesnesneenesseenn | o
49.  Dividends to StOCKNOIErS (LINE 35).......c.cuiiuiiriiiriiirieieieieieienieseeisneissseissseessseesssessnns | crnreinseinssennssennsses | rernmeinmseenseensseennes | reneseesseesssesnssennes | reennesesnesennessnnesenn | coseenseensenmeenseenes
50. Change in surplus as regards policyholders for the year (Line 38).........cccvvvrerrerrerrenerrnenns 21,797,423 | 5,028,381 | ........ 16,592,203 | ........ 14,829,660 11,466,771

Gross Losses Paid (Page 9, Part 2, Cols. 1&2)
51.  Liability lines (Lines 11.1, 11.2, 16, 17.1,17.2, 17.3, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4)... | ........12,295,061 | ........ 19,668,656 | ........ 15,219,895 | ........ 10,249,457 | .......... 9,600,716
52.  Property lines (LINES 1, 2,9, 12, 21 & 26)......cuururrerrenrireineieineieensisessnssessssesssssssssesens | coesseseessssssssssssnses | soeeessssnsenns 50,000 [ ..voueererreieircinee | e 838 [ .o (1,183)
53.  Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27).......ocveuvevveveveveeernennnnns | v (5,548) [ ..vvvrevreieireireiniins [ v | e |
54.  All other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34)......c.cvvrrrneerernenernernerneens [ e | cererisensissneisses | crneiesineessssesnsses [ coneesssnesssesnessssens [ conseneensenesssenesnees
55.  Nonproportional reinsurance lines (Lines 31, 32 & 33) o] 038,637,223 | ... 39,049,847 | ........ 30,681,612 | ........ 20,152,739 ....26,052,210
56, TOLAI (LINE 35)....uuceueercereireeeisneeeiiseeessseee st c0en50,926,736 | ........ 58,768,503 | ........ 45,901,507 | ........ 30,403,034 ....35,651,743

Net Losses Paid (Page 9, Part 2, Col. 4)
57. Liability lines (Lines 11.1, 11.2, 16, 17.1,17.2,17.3, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4)... | .......... 3,208,462 | .......... 7,345,119 | .......... 3,209,622 | .......... 3,854,831
58.  Property lines (LINES 1,2, 9, 12,21 & 26)......cocvieirireirieiieseessieisse e sstessssesssssssesees | sesessssessssensessssssnnss | evessessnsenns 50,000 [ ..ooveeririrerereeeee | e 838
59.  Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27).......cocovrerenereneneneeneenees | venernennennes(5,548) | oo
60. Al other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34)..
61.  Nonproportional reinsurance lines (Lines 31, 32 & 33).......ccvirrimriinireresesine ......38,641,105 | ........ 39,049,847 | ........ 30,681,612 | ........ 20,152,739 ....26,052,210
B2, TOtAI (LINE 35)...uvuurerrerererreeseisneesesseseessssssess s sssssesssss sttt sss s ssessssssesssssessanes 41,844,019 | e 46,444,966 | ....... 33,891,234 | ........ 24,008,408 | ........25,398,313

Operating Percentages
(Page 4) (Item divided by Page 4, Line 1) x 100.0

63.  Premiums €amed (LINE 1).......criiiieieiiseireie et
64.  LOSSES INCUMTEA (LINE 2)....eucverieiiiiiieitisieie ettt
65.  Loss expenses iNCUMTEd (LINE 3).......cvieuiieiireiieineieeieeisee s
66.  Other underwriting expenses incurred (Line 4)
67. Net underwriting gain (loss) (Line 8)
Other Percentages
68.  Other underwriting expenses to net premiums written (Page 4, Lines 4 + 5 - 15
divided by Page 8, Part 1B, Col. 6, Lin€ 35 X 100.0)........cccovrrrmrirmrnrrnieieireereereineineineinns | cvreeeineinennes 25.3 | e, 213 [ 25.8 | e 245 | e 257
69. Losses and loss expenses incurred to premiums earned
(Page 4, Lines 2 + 3 divided by Page 4, Line 1 X 100.0)......c.cueurirrunirninieninniinniereeinens [ ceveinieinieins 419 | e AL [ 446 | .o 513 [ 534
70.  Net premiums written to policyholders' surplus (Page 8, Part 1B,
Col. 6, Line 35, divided by Page 3, Line 35, Col. 1 X 100.0).......ccouuurrrrermerreeenerseineeneereens | cerneeeeeneeeeens 42.0 |, 44.0 | i 46.4 | .o 536 [ 59.2
One Year Loss Development (000 omitted)
71.  Development in estimated losses and loss expenses incurred prior
to current year (Schedule P, Part 2-Summary, Line 12, Col. 11)....cvvverincnnnnnerenee | e [CX:Z X)) [— 35 [ [CREHT ] I— 13,591 [ (212)
72.  Percent of development of losses and loss expenses incurred to policyholders' surplus of
prior year end (Line 71 above divided by Page 4, Line 21, Col. 1 X 100).......cccvvvurvrrervrees [ corrvrrvireirennns (7)) — 0.0 | oo () ] — 159 | v (0.3)
Two Year Loss Development (000 omitted)
73. Development in estimated losses and loss expenses incurred 2 years before the
current year and prior year (Schedule P, Part 2-Summary, Line 12, Col. 12)......c.ccccovvvveene [ covririnininns (8,806) | ..vvvverenne (8,849) ] .vvviriinns 4707 [ oo 13,546 ..o (211)
74.  Percent of development of losses and loss expenses incurred to
reported policyholders' surplus of second prior year end
(Line 73 above divided by Page 4, Line 21, Col. 2 X 100.0)......vovovevnvnrnmennencenmansnnniens | coveseeeneeeens (D] [(X:)] IS 55 | 18.3 | i (0.3)
NOTE: If a party to a merger, have the two most recent years of this exhibit been restated due to a merger in compliance with the disclosure
requirements of SSAP No. 3, Accounting Changes and Correction of Errors? Yes[ ] No[ ]

If no, please explain:
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SCHEDULE P - ANALYSIS OF LOSSES AND LOSS EXPENSES
SCHEDULE P - PART 1 - SUMMARY

(5000 Omitted)
Premiums Earned Loss and Loss Expense Payments 12
Years in Which 1 2 3 Defense and Cost Adjusting and Other 10 1 Number
Premiums Loss Payments Containment Payments Payments of
Were 4 5 6 7 8 9 Salvage Total Claims
Earned and Direct Direct Direct Direct and Net Paid Reported-
Losses Were and Net and and and Subrogation | (Cols.4-5+ | Directand
Incurred Assumed Ceded (Cols.1-2) | Assumed Assumed Assumed Received | 6-7+8-9) | Assumed
1. 12,288 | ...n9,087 | o819 | i 169 | 303 [ [ | e, 154 | XXX.......
2. 2000........ | v 16,204 | 75 | 16,129 | 8,068 [ ... | e i | e | s e | 8,076 | i XXX.......
3. 20071.| v 17,996 | el 1,168 16,828 29,13 | o151 | 1873 | 234 | 13 e i | e 18,614 | XXX.......
4, 0,456 | 18,546 | s | 826 | [ [ | e 3,084 | XXX.......
5. 2003........| ...........52,480 | ............1,492 | .........50,988 | ........ 12,798 | 039,122 | 1350 [ | e A2 | e | s | e (24,562) | XXX.......
6. 2004.......|.......52,025 | ............5,335 | ..........46,690 | ........ 21,004 | .o | e AT | i [ [ | | 22,605 | XXX.......
7. 2005......[ ........61,516 | ............0,495 | ..........52,021 | ........ 26,051 | oveeeveereeiens | v D19 | | e 1212 | e | e 27,782 | XXX.......
8. 2006.........| ..........65,618 | ........11,231 | .........54,387 | ....... 20,153 | .o | evernennenineninens | eereeen 1,30 [ | 05,202 | | e 13,650 | XXX.....
9. 123 | 14,316 | 54,807 30,682 | ..o | e D03 | | 2,014 | | e | 033,199 | XXX.......
10. 2008......... | coverrneee 75,986 | ........... 21,931 | e 54,055 | ........ 39,050 | .o | 804 | [ e 1883 | 2 [ | e 41,735 | XXX.......
11, 2009....c | coovrres 78,662 | ........... 18,157 | .o 60,505 | ........ 38,637 | s | oo | e 1,064 | 2 | 2483 || 200.35,096 | XXX.......
12. Totals....... | ccoconeee XXXevvie | v XXXevvee | e XXXeovvwe | s 238,360 | ........58,902 | .........6417 | .......3,594 | .........6,839 | ......7,687 | .o | ... 181,433 | ... XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Containment Unpaid Unpaid Total
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Net Number of
13 14 15 16 17 18 19 20 Salvage Losses Claims
Direct Direct Direct Direct Direct and and Outstanding-
and and and and and Subrogation |  Expenses Direct and
Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
1. Prior....| ... 19,997 |....... 12,037 |........ 34,049 |........ 16,845 |........ 14,434 |........ 10,947 |........ 23,968 |....... 15,249 |............ 254 | oo | s | s 37,624 |...... XXX.......
2. 2000..... [ croereerirrienes | v | e [ erieeiesissiinnes | eesseesssssnssn | sessessessesssens | srreessenssessesss | sresssesssenssensis | sesssnsssnssinssens | sesnssnssnnsensss | sesssssssssssssssins | svsssssnsssssinnens0 | onees XXX.......
30 2007 e [ e e | e [ eeneieeneinees | e | ceeeseinesnssiees | erreestessessnses | eessessiessiessis | sesseesseesssssens | sesnessnesesseenss | soessnesnssnssnns | conssnsnsssnnnens0 | e XXX.......
4. 20020 | e | e [ e | eesressnssenens | sessenssessienssens | serssssessessnses | soensensensnnsis | sessiessiesssnsens | esnessensssnssnnsss | sonsssssssssnssns | sesenssenssnssenss | sonsssnsssnssnsiensQ | aevens XXX.......
5. 2003..... [ coereeeineieens | | e [ eeseienineieees | e | cessseinesnssies | errestesssssnses | eesseesessinesis | nesseessesssssens | sesnssnesnssnenss | seessnessnsssssnns | sonssnssinssnnnens0 | e XXX.......
8. 2004..... | oo | e | erereernennninees | eneeeesninnennns | seennerensssinsens | creesessenssnenses | eesesssssesssssesss | sessessessnssessens | ressessenssssesses | eesessessnsssesenss | sessessesssessnssens | sesessensseesessensQ | corens XXX.......
T 2005..... [ cooeereineiiens | ererieeienisnis | e [ eeineeesinnsinees | eeesnesnssnens | oessnsssssnsines | ersnessessessnses | eessnssnssiennis | sessnessnessiessens | snesnesnesnenns | snesnesnssnesnns | sonssnsnnssnenens0 | e XXX.......
8. 2008..... | erereerrerrrireens | eeereereiieneneinees | erereereeneninees | cereeneeenienennens | seeseerensesinesiees | rereesensnneeenes | ceseesssessnssenss | sessessessnnsnssens | ressessenssesesses | eesessensnsssesenss | sessessenssessessens | seeessensneesessensQ | cnrens XXX.......
9. 2007 .ce. [ ceereereirneirnens | eererienienisein | e [ eerneierinnieees | e | onessesnesnsies | erressessessenes | eesssssnsseni | nesnessessensens | snessesnenenns | snessnesnssnsses | o0 | e XXX.......
10, 2008..... | covooreereneiens | erreerrreeinniineees | reevsessseesiensnes | sevssssenessnnssnes | sreessenssenssenses | sossssssssssnsssns | seenssnsssenssenes | snessssssssnnins | serssenssenssenssns | sesesssssessenes | senssenssenssnsens | seseessnssnssenes 0 ... XXX.......
112009, | o |erennninnninninnnes [ ensnssnssnssnes | roneisnienssnsnns | ernenssensnensenes | nnsenssssssssss | serssersnessnessnens | eenseesesssensneess | conssssssssssssns | senssnsenssnnsnns | eoessesnssnsnnnes | seresensensenenensQ | e XXX.ooe.
12. Totals...|........19,997 |......12,037 |........34,049 |........16,845 |......14,434 |.....10,947 |......23,968 |......15249 |........254 |.ccccee...0 o0 | .. 37,624 | XXX.......
34
Total Losses and Loss and Loss Expense Percentage Nontabular Net Balance Sheet
Loss Expenses Incurred (Incurred/Premiums Earned) Discount Reserves after Discount
26 27 28 29 30 3 32 33 Inter-Company 35 36
Direct Direct Pooling Loss
and and Loss Participation Losses Expenses
Assumed Ceded Net Assumed Ceded Net Loss Expense Percentage Unpaid Unpaid
1. Prior. | oo XXX | e e XK | e e XX i | e e XX e e XXX e [ e e XXX i s | e | cveeee XK | 25,164 | i 12,460
2. 2000. | coorreereeeeB,076 | 0 | 8,076 | 375 | 0.0 | e 37T s L | 2000 | 0| 0
3. 2001.
4. 2002.
5. 2003.
6. 2004.
7. 2005.
8. 2006.
9. 2007.
10. 2008.
11.2009. .
12. Totals| ........ )., S XXXoovvrne | e XXX [ e XXX v | o 0,0, S D, S [ [0 0] XXXorvvnee | vnrennienas

Note: Parts 2 and 4 are gross of all discounting, including tabular discounting. Part 1 is gross of only nontabular discounting, which is reported in Columns 32 and 33 of
Part 1. The tabular discount, if any, is reported in the Notes to Financial Statements which will reconcile Part 1 with Parts 2 and 4.
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Annual Statement for the year 2009 of the Appalachian Insurance Company

SCHEDULE P - PART 2 - SUMMARY

Incurred Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted) DEVELOPMENT
1 2 3 4 5 6 7 8 9 10 11 12
Years in
Which
Losses Were One Two
Incurred 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Year Year
1. Prior... ... 16,504 |.......... 17414 |......... 28,211 |.......... 75,292 |.......... 75,268 |......... 75,222 |.......... 88,980 |.......... 80,096 |......... 80,131 |..oouc..e. 71,290 |.......... (8,841) |.......... (8,806)
2. 2000.... |.oerennd 6,074 |........ 6,075 | ... 6,079 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 | .ovvreerererrnnn (01 IR 0
3. 2001.... | XXX oo [ e 18,299 |.......... 18,603 |.......... 18,602 |.......... 18,601 |.......... 18,601 |.......... 18,601 |.......... 18,601 |.......... 18,601 |.......... 18,601 | .ooeverernnan (01 IR 0
4. 2002.... |.... XXX oo | e ) 0.0 I I 3,149 | ............ 3,083 | 3,084 ... 3,084 ... 3,084 |.... 3,084 |.... 3,084 |.... 3,084 | (01 IR 0
5. 2003... |....... XXX oo | e XXX oo | e XXX oo [ o (25,833) |........ (25,974) |........ (25,974) | ........ (25,974) | ........ (25,974) | ........ (25,974) |........ (25,974) | oo (01 IR 0
6. 2004.... |..... XXX e e XXX oo | e XXX oo [ e ) 0.9 S I 22,771 | .. 22,605 |.......... 22,605 |.......... 22,605 |.......... 22,605 |.......... 22,605 | ..oooeererrennn (01 IR 0
7. 2005.... |........ XXX oo | e XXX oo | e XXX oo | o XXX oo [ o XXX oo | e 26,737 |.......... 26,570 |.......... 26,570 |.......... 26,570 |.......... 26,570 | ..ooovererrenan (01 IR 0
8. 2006.... |....... XXX oo | o XXX oo | e XXX oo | o XXX oo [ o D00 G B XXX oo [ e 18,852 |.......... 18,852 |.......... 18,852 |......... LR (01 IR 0
9. 2007.... |........ XXX oo XXX oo | e XXX oo [ e XXX oooeoe [ o XXX oo | o XXX oo | XXX oo [ o 31,185 |.......... 31,185 |.......... 31,185 | .o (01 IO 0
10. 2008.... |........ XXX oo | e XXX oo | e XXX oo [ o XXX oo [ o XXX oo | o XXX oo | e XXX oo | e XXX oo [ v 39,854 |.......... 39,854 | ..oovrrerran 0. XXX.......
11, 2009.... |........ XXX o e XXX oo e XXX oo | e XXX oo [ e XXX oo | e XXX oo e XXX oo e XXX oo | e )0, S 37,577 |....... XXX oo e XXX.......
12. Totals...... | .......... (8,841)] .......... (8,806)
Cumulative Paid Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted) 11 12
2 3 4 5 6 7 8 9 10 Number of
Number of Claims
Years in Claims Closed
Which Closed With Without
Losses Were Loss Loss
Incurred 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Payment Payment
1. Prior.... ... 000.....cc. | vererenn. 6,410 |...co...e. 8,321 |............ 9,631 |....c..... 13,046 |.......... 12,658 |.......... 17,611 |.......... 21,916 |.......... 30,069 |.......... 33,920 |........ XXX oo [ e XXX.......
2. 2000.... |.errnnnn. 6,074 |........... 6,074 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |............ 6,076 |........ XXX oo [ e XXX.......
3. 2001.... |.eeee XXX oo [ s 17,319 |....o..e. 18,602 |.......... 18,602 |.......... 18,601 |.......... 18,601 |.......... 18,601 |.......... 18,601 |.......... 18,601 |.......... 18,601 |........ XXX oo [ e XXX.......
4. 2002.... |..... XXX oovvs e D00 N I 3,083 | ..o 3,083 | 3,084 ... 3,084 ... 3,084 ... 3,084 |.... 3,084 |.. 3,084 ... ) 0.0 I I XXX.......
5. 2003.... [...... XXX oo | i XXX v | e XXX oovo [ e (25,974) | ........ (25,974) | ........ (25,974) | ........ (25,974) | ........ (25,974) | ........ (25,974) | ........ (25,974) | ........ XXX oo [ o XXX.......
6. 2004.... |........ XXX oovvs | e D 0.9 G B XXX oo [ o ) 0.0 S 22,605 |........ 22,605 |.......... 22,605 |.......... 22,605 |......... 22,605 |.......... 22,605 |....... XXX oo [ o XXX.......
7. 2005.... | XXX i i XXX oo | XXX oov [ o XXX oo [ o XXX oo e 26,570 |.......... 26,570 |.......... 26,570 |.......... 26,570 |.......... 26,570 |........ XXX oo [ o XXX.......
8. 2006.... |........ XXX o | e XXX oo | e XXX oo | o XXX oooeoe [ o XXX oooewe [ o XXX oo | e 18,852 |.......... 18,852 |......... 18,852 |......... 18,852 |........ D00 G B XXX.......
9. 2007.... |.uwnee XXX oo e XXX oo | e XXX oo [ o XXX oovewn [ o XXX oo | o XXX e | i )09 R PO 31,185 |......... 31,185 |......... 31,185 |........ XXX oo [ o XXX.......
10. 2008.... |........ XXX v | e XXX oo | o XXX oo | o XXX oo [ e XXX oo | o XXX v | e XXX v | o XXX oo [ v 39,854 |.......... 39,854 |....... XXX oo [ o XXX.......
11..2009.... |........ XXX oo e XXX o | e XXX oo [ e XXX [ e XXX oo [ v XXX e e XXX o e XXX o | e 0.0 S 37,577 |........ XXX oo | v XXX.......
Bulk and IBNR Reserves on Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted)
1 2 3 4 5 6 7 8 9 10
Years in
Which
Losses Were
Incurred 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
1. PrOM [, 2,99 | 3,426 | .. 7,865 |..ooveren 52,024 |............. 49,089 |............. 47,051 | 47,049 |............. 35128 |.oovveee. 37,458 |...... 25,923
2. 2000...... | | eeeereseeeesssenis [ e T ] eeeeeeeeeeiieiens | eevieresieesesesinnes | eevessssseesisssessinses | eresiessissssssssensins | coessesesssessensiesiess | eeseessesssssissessanes | eevessesssesseeseeseeneas
3. 2001 | D 0., S DR 105 [ cooeveereereeererreneins | erverressessisssessinss | cevversesssssssssssinses | eesesssesssssessesssssses | svesssssessssssessessins | svessersssssnssssssnsnss | cersesssesssssensinssenes | eesesssessessissenseenees
4, 2002...... | ) .0, SO DU D.0.0 S DR BB | .evereeieiieieniiens | cerrerieiiesienieniene | eeeeiesssieiessnies | eresessessissesieniens | sressessessessessissess | sesseesesssssessesenss | eeseesiessesseeseessesias
5. 2003...... |.eene. )., S D D 0.0 G ). S DR 138 [ ceveeceeererreeeiriiens | evversisssesssssinsenes | erveessesssssissssssnnss | eveessessensssssssensins | sersesssssessissnsenns | essesseessessenseensnes
6. 2004.... | ) .0, S DU D 0.0 R IR ) 0,0 S D ) 0,0, ST DU 186 | cvocvecreeieecieieiens | eeveresseeiieiesienss | eevesseesissiessessieses | evsessesiesssssssssins | creesesssssssissiesins
7. 2005...... |.ceoee. ) .0, S D D 0.0 G D 0.0 I ) 0.0 G D DO, S D, 187 | eeeeeeeeeeeeeieesiens | eeveevesesiessenssnes | eeveevesesensessssennees | cvenseeseessinsieseenans
8. 2006....... |.cooenne. ) .0, S DO D 0.0 N IR ) ,0 S DI ) 0,0 S D ) .0 S DO XXX orviei | evrreieeiisrssieeieeis | ereeiieiesssisieses | evesssssssesesssssens | eevessesssssesessnns
9. 2007....... |.oeeerrnne ) .0, S DR D 0.0 SR D 0.0 R I D 0.0 S D ) 0.0 S D XXX oo | e XXX rvoeve [ erreereereeeeieesienes | eeveeresesseeseesesees | eoeereesesssessesseesas
10.  2008....... [.ceone. ) .0, SR DU ) 0.0 N IO ) 0,0 S IO ) .0 SO DO ) .. SN DRSO ) .9 SR D ) .0 N IO XXX oivein [ e | e
11. 2009....... |........ )., S D XXXooor | e XXXoovorr e .0 S D .0, S D XXXoooov | v XXXooor | e XXXoovvorr e ). S D
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Annual Statement for the year 2009 of the Appalachian Insurance Company

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Allocated by States and Territories

States, Etc.

Gross Premiums, Including Policy and
Membership Fees, Less Return Premiums
and Premiums on Policies Not Taken

2
Direct Premiums
Written

3
Direct Premiums
Earned

4
Dividends Paid
or Credited
to Policyholders
on Direct
Business

5

Direct Losses
Paid
(Deducting
Salvage)

Direct Losses
Incurred

Direct Losses
Unpaid

8
Finance and
Service
Charges
not Included
in Premiums

9
Direct Premiums
Written for
Federal Pur-
chasing Groups
(Incl. in Col. 2)

O N GRE WD =

1.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21,
22.
23.
24,
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42.
43.
44.
45.
46.
47.
48.
49.
50.
51.
52.
53.
54.
55.
56.
57.
58.
59.

Alabama...........cocveviernnnen AL
Alaska.......cceervierereireieinnns
Arizona
Arkansas...
California
Colorado........ccvvveverernnnn.
Connecticut..........ccocuevvene.
Delaware.........ccccvvvveerernnee.
District of Columbia..
Florida.......coveveenieirierennn
[CT:T0] (o - I GA
[ L HI

lllinois....

Indiana..

Kentucky.......c.ccoevvveevevenncnen, KY
Louisiana..

Michigan.........ccveveereeeneenns Mi
Minnesota.
Mississippi....
Missouri.... .
Montana.........cccoevecveieinnns MT
Nebraska..........cccovvererennnes NE
Nevada.........
New Hampshire
New Jersey....... .
New Mexico..........cecrrrrnnes NM
New YOrK......coovevricerrennnes

North Carolina..

Virginia
Washington
West Virginia
Wisconsin.....

US Virgin Islands.. .
Northern Mariana Islands..
Canada.......cccocovevererrerennnnn.
Aggregate Other Alien........
TotalS....covveeveieeeiee e

.................. 559,547

............... 2,981,482
.................. 340,578

............... 6,053,278

.................. 645,528

.................. 157,512

..... 3,713 |...

.................. 559,858

............... 2,982,175
.................. 340,758

............... 6,058,778

.................. 646,180

........ 1,740,382

...... 36,970,862

..237,758 |.

..131,849 |.

5801.
5802.
5803.
5898.

5899.

Summary of remaining
write-ins for Line 58 from
overflow page

Totals (Lines 5801 thru 5803+

Line 5898) (Line 58 above)

XXX

(@)

Insert the number of "L" responses except for Canada and Other Alien.
Explanation of Basis of Allocation of Premiums by States, etc.
All premiums are allocated to the location of the property insured.
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Annual Statement for the year 2009 ofthe AP Palachian Insurance Company

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP

PART 1 - ORGANIZATIONAL CHART

State or Percent Ownership
NAIC Country of Federal Employer's Common Preferred
Code Domicile Affiliated Insurers Identification Number Stock Stock Owned by
21482 RI Factory Mutual Insurance Company 05-0316605 0% 0% Mutual Company
10014 RI Affiliated FM Insurance Company 05-0254496 100% 65.50% FMIC Holdings, Inc.
10014 RI Affiliated FM Insurance Company 05-0254496 0% 34.50% Appalachian Insurance Company
10316 RI Appalachian Insurance Company 05-0284861 100% 0% FMIC Holdings, Inc.
None England FM Insurance Company Ltd. AA-1120610 100% 0% Factory Mutual Insurance Company
None Bermuda Risk Engineering Insurance Co., Ltd. 98-0131767 100% 0% FMIC Holdings, Inc.
None Mexico FM Global de Mexico S.A. de C.V. AA-2730043 100% 0% Factory Mutual Insurance Company
State or Percent Ownership
NAIC Country of Federal Employer's Common Preferred
Code Domicile Non-insurer Affiliates Identification Number Stock Stock Owned by
N/A RI FMIC Holdings, Inc. 05-6009005 100% 0% Factory Mutual Insurance Company
N/A RI Corporate Insurance Services, Inc. 05-0453751 100% 0% FMIC Holdings, Inc.
N/A RI FM Approvals, LLC 05-0520189 100% 0% Factory Mutual Insurance Company
N/A MA Factory Mutual Engineering Corp. 04-6114856 100% 0% Factory Mutual Insurance Company
N/A MA FMIC Real Estate Holdings Corp 04-3516894 100% 0% Factory Mutual Insurance Company
N/A GA TSB Loss Control Consultants, Inc. 58-2190659 100% 0% Factory Mutual Insurance Company
N/A Brazil FMIC Escoritorio de Representacao No Brasil Ltda None 100% 0% Factory Mutual Insurance Company
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