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ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted Assets Net Admitted
Assets Nonadmitted Assets (Cols.1-2) Assets
1. Bonds (Schedule D) 146,318,017 146,318,017 | 161,644,981
2. Stocks (Schedule D):
2.1 Preferred stocks 32,252,111 32,292,111 43,343,230
2.2 Common stocks 149,945,656 149,945,656 | 167,733,114
3. Mortgage loans on real estate (Schedule B):
3.1 First liens 0 0
3.2 Other than first liens 0 0
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less$
encumbrances) 0 0
4.2 Properties held for the production of income (less
S encumbrances) 0 0
4.3 Properties held for sale (less$
encumbrances) 0 0
5 Cash($ .| (127,307) , Schedule E - Part 1), cash equivalents
& ............7,8060,004 ,Schedule E - Part 2) and short-term
investments ($ 11,438,003 , Schedule DA) 19,170,700 19,170,700 | 14,228,918
6. Contractloans (including$ .. premium notes) 0 0
7. Other invested assets (Schedule BA) 0 0 0
8. Receivable for securities 4,494,174 4404174 | 0
9. Aggregate write-ins for invested assets 0 0 0 0
10. Subtotals, cash and invested assets (Lines 1 to 9) 352,180,658 0 352,180,658 | ... ... 386,950,243
11. Titleplantsless$ charged off (for Title insurers
only) 0 0
12.  Investment income due and accrued 2,200,969 2,200,969 | 2,282,941
13. Premiums and considerations:
13.1 Uncollected premiums and agents’ balances in the course of collection| __.________.7,881,806 | 982,893 [ . 6,88913| 14,819,158
13.2 Deferred premiums, agents’ balances and installments booked but
deferred and not yet due (including$
earned but unbilled premiums) 41,217,106 [ 170,214 | . ¢ 41,046,892 | ! 56,613,106
13.3 Accrued retrospective premiums 0 0
14. Reinsurance:
14.1 Amounts recoverable from reinsurers 15,361,104 15,361,104 | 1,408,025
14.2 Funds held by or deposited with reinsured companies 1,575,913 1,575,913 | 2,081,977
14.3 Other amounts receivable under reinsurance contracts 0 0
15.  Amounts receivable relating to uninsured plans 0 0
16.1 Current federal and foreign income tax recoverable and interest thereon .| 1,597,867 1,597,867 | oo 0
16.2 Net deferred tax asset 0 0
17. Guaranty funds receivable or on deposit 134,834 134,834 | 134,834
18. Electronic data processing equipment and software 715,561 [ 426,949 288,612 305,018
19. Furniture and equipment, including health care delivery assets
$ ) 45131 414,513 0 0
20. Net adjustment in assets and liabilities due to foreign exchange rates 0 0
21. Receivables from parent, subsidiaries and affiliates 100,508 100,508 | ¢ 4,670
22. Healthcare ($ ... ) and other amounts receivable ... 0 0
23. Aggregate write-ins for other than invested assets 381,363 [ . 381,363 0 0
24. Total assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 10 to 23) 423,762,208 | 2,375,933 | ¢ 421,386,270 | . 464,599,972
25. From Separate Accounts, Segregated Accounts and Protected Cell
Accounts 0 0
26. Total (Lines 24 and 25) 423,762,203 2,375,933 421,386,270 464,599,972
DETAILS OF WRITE-INS
0901.
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflow page 0 0 0 0
0999. Totals (Lines 0901 thru 0903 plus 0998)(Line 9 above) 0 0 0 0
2301. Leasehold improvements 17,163 | 117,163 0 0
2302. Due from loss adjustment companies and other receivables 264,200 264,200 0 0
2303.
2398. Summary of remaining write-ins for Line 23 from overflow page 0 0 0 0
2399. Totals (Lines 2301 thru 2303 plus 2398)(Line 23 above) 381,363 381,363 0 0




ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

LIABILITIES, SURPLUS AND OTHER FUNDS

Current Year PriorzYear
1. Losses (Part 2A, Line 34, Column 8) 139,307,616 [ 139,225,978
2. Reinsurance payable on paid losses and loss adjustment expenses (Schedule F, Part 1, Column 6) 603,332 | 1,325,924
3. Loss adjustment expenses (Part 2A, Line 34, Column 9) 23,924,420 | 24,303,375
4. Commissions payable, contingent commissions and other similar charges 0 469,809
5. Other expenses (excluding taxes, licenses and fees) 4,542,670 | 4,425,930
6. Taxes, licenses and fees (excluding federal and foreign income taxes) 851,306 | | 871,028
7.1 Current federal and foreign income taxes (including $ . on realized capital gains (losses)) 0 2,834,306
7.2 Net deferred tax liability 5,725,536 | ... 11,266,899
8. Borrowed money$ and interest thereon $
9. Unearned premiums (Part 1A, Line 37, Column 5) (after deducting unearned premiums for ceded reinsurance of
$ 37,050,226 and including warranty reserves of $ ) 43,596,654 | 66,138,906
10. Advance premium
11. Dividends declared and unpaid:
11.1 Stockholders
11.2 Policyholders
12. Ceded reinsurance premiums payable (net of ceding commissions) 11,732,775 | 7,968,945

13.  Funds held by company under reinsurance treaties (Schedule F, Part 3, Column 19) 614,182 816,608
14.  Amounts withheld or retained by company for account of others 4,048,637 | 5,520,412
15. Remittances and items not allocated
16. Provision for reinsurance (Schedule F, Part 7) mery 459,149
17. Net adjustments in assets and liabilities due to foreign exchange rates
18. Drafts outstanding 3,661,002 | ... 5,517,523
19. Payable to parent, subsidiaries and affiliates 587,857 | | 611,754
20. Payable for securities 0 1,024,378
21. Liability for amounts held under uninsured plans
22. Capitalnotes$ ... and interest thereon $
23.  Aggregate write-ins for liabilities 39,182 21,268
24. Total liabilities excluding protected cell liabilities (Lines 1 through 23) 239,946,445 | . 272,802,192
25. Protected cell liabilities
26. Total liabilities (Lines 24 and 25) 239,946,445 | 272,802,192
27. Aggregate write-ins for special surplus funds 0 0
28. Common capital stock 3,500,004 | . 3,500,004
29. Preferred capital stock
30. Aggregate write-ins for other than special surplus funds 0 0
31. Surplus notes
32. Gross paid in and contributed surplus 62,039,069 | | 62,039,069
33. Unassigned funds (surplus) 115,900,752 | 126,258,707
34. Less treasury stock, at cost:
341 shares common (value included in Line 28 $ )
342 shares preferred (value included in Line 29 $ )
35.  Surplus as regards policyholders (Lines 27 to 33, less 34) (Page 4, Line 39) 181,439,825 191,797,780
36.  TOTALS (Page 2, Line 26, Col. 3) 421,386,270 464,599,972
DETAILS OF WRITE-INS
2301. Other accounts payable 39,182 21,268
2302.
2303.
2398. Summary of remaining write-ins for Line 23 from overflow page 0 0
2399. Totals (Lines 2301 thru 2303 plus 2398)(Line 23 above) 39,182 21,268
2701.
2702.
2703.
2798. Summary of remaining write-ins for Line 27 from overflow page
2799. Totals (Lines 2701 thru 2703 plus 2798)(Line 27 above) 0 0
3001.
3002.
3003.
3098. Summary of remaining write-ins for Line 30 from overflow page
3099. Totals (Lines 3001 thru 3003 plus 3098)(Line 30 above) 0 0




ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

STATEMENT OF INCOME

1 2
Current Year Prior Year
UNDERWRITING INCOME
1. Premiums earned (Part 1, Line 34, Column 4) 109,551,214 | . 128,241,179
DEDUCTIONS:
2. Losses incurred (Part 2, Line 34, Column 7) 75,668,571 | ] 77,013,086
3. Loss expenses incurred (Part 3, Line 25, Column 1) 14,984,757 | . 14,906,600
4.  Other underwriting expenses incurred (Part 3, Line 25, Column 2) 25,427,209 | . 36,985,571
5. Aggregate write-ins for underwriting deductions 0 0
6. Total underwriting deductions (Lines 2 through 5) 116,080,537 128,905,257
7. Netincome of protected cells
8. Net underwriting gain or (loss) (Line 1 minus Line 6 plus Line 7) (6,529,323) | oo (664,078)
INVESTMENT INCOME
9. Net investment income earned (Exhibit of Net Investment Income, Line 17) 12,243,619 | 11,878,663
10. Net realized capital gains or (losses) less capital gains taxof $ | (835,819) (Exhibit of Capital
Gains (Losses) ) 1,060,964 (1,579,015)
11. Netinvestment gain (loss) (Lines 9 + 10) 13,304,583 | 10,299,648
OTHER INCOME
12. Net gain or (loss) from agents or premium balances charged off (amount recovered
$ 64 amountchargedoff$ 354,022 ) (353,989)[ | (394,638)
13.  Finance and service charges not included in premiums 0
14. Aggregate write-ins for miscellaneous income 249,935 (72,234)
15. Total other income (Lines 12 through 14) (104,024) (466,872)
16. Netincome before dividends to policyholders, after capital gains tax and before all other federal and foreign income taxes
(Lines 8 + 11 + 15) 6,671,236 | 9,168,698
17. Dividends to policyholders
18. Netincome, after dividends to policyholders, after capital gains tax and before all other federal and foreign income taxes
(Line 16 minus Line 17) 6,671,236 | ... 9,168,698
19. Federal and foreign income taxes incurred (1,065,910) 3,072,302
20. Netincome (Line 18 minus Line 19)(to Line 22) 7,737,146 6,096,396
CAPITAL AND SURPLUS ACCOUNT
21. Surplus as regards policyholders, December 31 prior year (Page 4, Line 39, Column 2) 191,797,780 | ... 164,969,269
22. Netincome (from Line 20) 7,737,146 [ 6,096,396
23. Net transfers (to) from Protected Cell accounts
24. Change in net unrealized capital gains or (losses) less capital gains taxof $ (8,200,951) (15,644,846)| .. 18,488,450
25. Change in net unrealized foreign exchange capital gain (loss)
26. Change in net deferred income tax (2,659,587)].. 596,449
27. Change in nonadmitted assets (Exhibit of Nonadmitted Assets, Line 26, Col. 3) 461,370 | 1,148,014
28. Change in provision for reinsurance (Page 3, Line 16, Column 2 minus Column 1) (252,038)) ... 499,202
29. Change in surplus notes
30. Surplus (contributed to) withdrawn from protected cells
31. Cumulative effect of changes in accounting principles
32. Capital changes:
32.1 Paid in
32.2 Transferred from surplus (Stock Dividend)
32.3 Transferred to surplus
33.  Surplus adjustments:
33.1 Paid in 0
33.2 Transferred to capital (Stock Dividend)
33.3 Transferred from capital
34. Net remittances from or (to) Home Office
35. Dividends to stockholders
36. Change in treasury stock (Page 3, Lines 34.1 and 34.2, Column 2 minus Column 1) 0 0
37. Aggregate write-ins for gains and losses in surplus 0 0
38. Change in surplus as regards policyholders for the year (Lines 22 through 37) (10,357,955) 26,828,511
39. Surplus as regards policyholders, December 31 current year (Line 21 plus Line 38) (Page 3, Line 35) 181,439,825 191,797,780
DETAILS OF WRITE-INS
0501.
0502.
0503.
0598. Summary of remaining write-ins for Line 5 from overflow page 0 0
0599. Totals (Lines 0501 thru 0503 plus 0598)(Line 5 above) 0 0
1401. Miscel laneous 249,935 (72,234)
1402.
1403.
1498. Summary of remaining write-ins for Line 14 from overflow page 0 0
1499. Totals (Lines 1401 thru 1403 plus 1498)(Line 14 above) 249,935 (72,234)
3701.
3702.
3703.
3798. Summary of remaining write-ins for Line 37 from overflow page 0 0
3799. Totals (Lines 3701 thru 3703 plus 3798)(Line 37 above) 0 0




ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

CASH FLOW

1 2
Current Year Prior Year
Cash from Operations
1. Premiums collected net of reinsurance 112,640,059 | 127,609,911
2. Netinvestment income 12,941,800 12,185,177
3. Miscellaneous income (104,024) (466,872)
4. Total (Lines 1 through 3) 125,477,835 139,328,216
5. Benefit and loss related payments 90,262,604 | 56,573,706
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts 0 0
7. Commissions, expenses paid and aggregate write-ins for deductions 40,420,310 | .. 51,039,371
8. Dividends paid to policyholders 0 0
9. Federal and foreign income taxes paid (recovered) netof $ .. tax on capital gains (losses) .| 2,530,442 2,824,982
10. Total (Lines 5 through 9) 133,213,356 110,438,059
11. Net cash from operations (Line 4 minus Line 10) (7,735,521) 28,890, 158
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
12.1 Bonds 146,261,203 | ... 103,192,020
12.2 Stocks 26,545,402 | ... 30,964,913
12.3 Mortgage loans 0
12.4 Real estate 0 0
12.5 Other invested assets 0 0
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments 0 (22,851)
12.7 Miscellaneous proceeds 0
12.8 Total investment proceeds (Lines 12.1 to 12.7) 172,806,605 134,134,082
13. Cost of investments acquired (long-term only):
13.1 Bonds 131,864,662 | ... 135,839,006
13.2 Stocks 20,973,249 | 27,805,364
13.3 Mortgage loans 0 0
13.4 Real estate 0 0
13.5 Other invested assets 0 0
13.6 Miscellaneous applications 4,256,940 952,954
13.7 Total investments acquired (Lines 13.1 to 13.6) 157,094,851 164,597,324
14. Netincrease (decrease) in contract loans and premium notes 0 0
15. Net cash from investments (Line 12.8 minus Line 13.7 minus Line 14) 15,711,754 (30,463,242)
Cash from Financing and Miscellaneous Sources
16. Cash provided (applied):
16.1 Surplus notes, capital notes 0 0
16.2 Capital and paid in surplus, less treasury stock 0 0
16.3 Borrowed funds 0 0
16.4 Net deposits on deposit-type contracts and other insurance liabilities 0 0
16.5 Dividends to stockholders 0 0
16.6 Other cash provided (applied) (3,034,451) 1,938,059
17. Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6) .| (3,034,451) 1,938,059
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and 17) 4,941,782 364,975
19. Cash, cash equivalents and short-term investments:
19.1 Beginning of year 14,228,918 | 13,863,943
19.2 End of period (Line 18 plus Line 19.1) 19,170,700 14,228,918

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




ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS EARNED

1

Net Premiums

2
Unearned Premiums
Dec. 31 Prior Year -

3
Unearned Premiums
Dec. 31 Current

4

Premiums Earned

Written per per Col. 3, Year - per Col. 5 During Year
Line of Business Column 6, Part 1B Last Years Part 1 Part 1A (Cols.1+2-3)
1. Fire 3,498,751 | ... 2,640,594 | 1,659,615 | ............4,479,730
2. Allied lines 2,562,752 | oo 2,811,112 | 1,692,601 | ... 3,681,263
3. Farmowners multiple peril (19,824) 24,478 0 4,654
4. Homeowners multiple peril (1,270,898)] ... 11,423,483 0 10,152,585
5. Commercial multiple peril 1,078,999 | . 959,745 [ 566,220 [ .- 1,472,523
6. Mortgage guaranty 0
8. Ocean marine 0 0 0
9. Inland marine 2,735,085 | ... 1,614,558 | . 1,340,664 | ... 2,908,979
10. Financial guaranty 0
11.1  Medical malpractice - occurrence 0 0
11.2  Medical malpractice - claims-made 0
12. Earthquake 826,091 | ... 366,911 | 416,705 | 776,297
13. Group accident and health 0
14. Credit accident and health (group and individual) 0
15. Other accident and health 0
16. Workers "compensation 2,828,030 [ 1,055,903 | . 880,229 [ . 3,003,703
17.1  Other liability - occurrence 3,713,246 [ 2744296 [ - 1,838,174 | 4,619,368
17.2  Other liability - claims-made 2,556,645 | .. 2,077,674 | ... 1,982,029 | ... 2,652,290
18.1  Products liability - occurrence 2,734 1,397 839 3,291
18.2  Products liability - claims-made 0
19.1,19.2 Private passenger auto liability 4,969,276 0 414,046 [ 4555231
19.3,19.4 Commercial auto liability 45,915,843 | ... 27,461,842 | . 23,030,938 | ... 50,346,748
21. Auto physical damage 15,565,828 | ... 10,236,418 | ... 9,040,552 | ... 16,761,694
22. Aircraft (all perils) 0
23.  Fidelity 0 0
24. Surety 209,005 57,842 66,973 199,874
26. Burglary and theft 305,783 260,722 218,354 348,151
27. Boiler and machinery 0 0
28. Credit 0
29. International 0 0
30. Reinsurance - Nonproportional Assumed Property (36,727) 0 (36,727)
31. Reinsurance - Nonproportional Assumed Liability 1,568,332 | 2,501,931 [ a48 714 [ 3,621,549
32. Reinsurance - Nonproportional Assumed Financial Lines 12 0 0 12
33. Aggregate write-ins for other lines of business 0 0 0 0
34. TOTALS 87,008,961 66, 138,906 43,596,654 109,551,214
DETAILS OF WRITE-INS
3301.
3302.
3303.
3398. Summary of remaining write-ins for Line 33 from overflow page 0 0 0 0
3399. Totals (Lines 3301 thru 3303 plus 3398)(Line 33 above) 0 0 0 0




ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1A - RECAPITULATION OF ALL PREMIUMS

1

Amount Unearned
(Running One Year

2

Amount Unearned
(Running More Than

3

4
Reserve for Rate
Credits and
Retrospective

Total Reserve for

or Less from Date One Year from Earned But Unbilled | Adjustments Based | Unearned Premiums
Line of Business of Policy) (a) Date of Policy) (a) Premium on Experience Cols.1+2+3+4
1. Fire 1,640,964 18,651 1,659,615
2. Allied lines 1,662,909 29,692 1,692,601
3. Farmowners multiple peril 0 0
4. Homeowners multiple peril 0 0
5. Commercial multiple peril 566,220 566,220
6. Mortgage guaranty 0
8. Ocean marine 0
9. Inland marine 1,332,632 8,032 1,340,664
10. Financial guaranty 0
11.1  Medical malpractice - occurrence 0
11.2  Medical malpractice - claims-made 0
12. Earthquake 416,242 463 416,705
13. Group accident and health 0
14. Credit accident and health (group and
individual) 0
15. Other accident and health 0
16. Workers "compensation 806,007 74,222 880,229
17.1  Other liability - occurrence 1,770,922 67,251 1,838,174
17.2  Other liability - claims-made 1,982,029 1,982,029
18.1  Products liability - occurrence 839 839
18.2  Products liability - claims-made 0
19.1,19.2 Private passenger auto liability 414,046 414,046
19.3,19.4 Commercial auto liability 22,934,363 96,574 23,030,938
21. Auto physical damage 7,717,687 | 1,322,865 9,040,552
22. Aircraft (all perils) 0
23. Fidelity 0
24. Surety 66,699 273 66,973
26. Burglary and theft 212,843 5,511 218,354
27. Boiler and machinery 0
28. Credit 0
29. International 0
30. Reinsurance - Nonproportional Assumed
Property 0
31. Reinsurance - Nonproportional Assumed
Liability 448,714 448,714
32. Reinsurance - Nonproportional Assumed
Financial Lines 0 0
33. Aggregate write-ins for other lines of business 0 0 0 0 0
34. TOTALS 41,973,119 1,623,535 0 0 43,596,654
35. Accrued retrospective premiums based on experience
36. Earned but unbilled premiums
37. Balance (Sum of Line 34 through 36) 43,596,654
DETAILS OF WRITE-INS
3301.
3302.
3303.
3398. Summary of remaining write-ins for Line 33
from overflow page 0 0 0 0 0
3399. Totals (Lines 3301 thru 3303 plus 3398)(Line
33 above) 0 0 0 0 0

(a) State here basis of computation used in each case

Prorata




ANNUAL STATEMENT FOR THE YEAR 2007 OF THE HARCO NATIONAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1B - PREMIUMS WRITTEN

3398)(Line 33 above)

1 Reinsurance Assumed Reinsurance Ceded 6
2 3 4 5 Net Pr_emiums
Written
Line of Business Direct Business (a) From Affiliates From Non-Affiliates To Affiliates To Non-Affiliates Cols. 1+2+3-4-5
1. Fire
2. Alliedlines ... bl b e b
3. Farmowners multiple peril
4. Homeowners multipleperil .\ |\ |
5. Commercial multiple peril
6. Mortgage guaranty
8. Ocean marine
9. Inland marine
10. Financial guaranty
11.1  Medical malpractice - occurrence
11.2  Medical malpractice - claims-made
12. Earthquake
13. Group accident and health
14. Credit accident and health (group
and individual)
15. Other accident and health
16. Workers@ompensation ..
17.1  Other liability - occurrence ..\ .. ||
17.2  Other liability - claims-made _._________.{ .|l
18.1  Products liability - occurrence
18.2  Products liability - claims-made
19.1,19.2  Private passenger auto liability
19.3,19.4 Commercial auto liability ... .\l e b
21. Auto physicaldamage .\ ... (‘... ‘..
22. Aircraft (all perils)
23. Fidelity
24. Surety
26. Burglary and theft
27. Boiler and machinery
28. Credit
29. International
30. Reinsurance - Nonproportional
Assumed Property XXX
31. Reinsurance - Nonproportional
Assumed Liability XXX
32. Reinsurance - Nonproportional
Assumed Financial Lines XXX
33. Aggregate write-ins for other lines of
business
34. TOTALS
DETAILS OF WRITE-INS
3301.
3302.
3303.
3398. Summary of remaining write-ins for
Line 33 from overflow page
3399. Totals (Lines 3301 thru 3303 plus

(a) Does the company® direct premiums written include premiums recorded on an installment basis?

If yes: 1. The amount of such installment premiums $

2. Amount at which such installment premiums would have been reported had they been reported on an annualized basis $
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