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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net Admitted
Assets Assets (Cols. 1-2) Assets
e BOMAS. ettt [ ereeenienens 42,669,859 |....corveeerreneeeeineneees e 42,669,859 |.............. 15,543,692
2. Stocks:
2.1 Preferred stocks (Schedule D, Part 2, SECHON 1)........cceiirrnrirrerneesinesreeeneees [ [ [ (O
2.2 Common stocks (Schedule D, Part 2, SECHION 2)..........ccoviiureriierrnicrniieirnineneees [ [ [ (O
3. Mortgage loans on real estate (Schedule B):
BT FIISEIENS. ...t | et | ettt [ et 0 [
3.2 Other than first IENS..........cuiuiiiiiiiciicier e enensienes | ettt nniens | erietsiss st [ coeienees et 0 [
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0 €NCUMDIANCES)......cucvevircerererens [ eerereeieirninieeieineneens | cereeressnneessneneees | et (O
4.2 Properties held for the production of income (less §.......... 0 €NCUMDIANCES).....c.cvvies | evrerereieiniririnereinininines | eereneereisisenenesesesennes | ceereeesersesiseneneseeeaeens (O
4.3 Properties held for sale (less §.......... 0 €NCUMDIANCES).......cecereerrreerereeieenesereeseneeenes [ erereereneneeresneneseseieens [ crereeresneeessneeeees [ e (O
5. Cash ($.....270,000 Schedule E, Part 1) and short-term investments
[ J— 0 Schedule DA, Part 2).........c.virieecscinsineineineieeessssssssesesesesenenesnns. | aeenseneessenennns 270,000 ..o [ e, 270,000 | .coovrireinnes 691,814
6.  Other invested assets (SChedUle BA)...........c.c e seseeeessseieinseiene | eeisenensesisneneesesssnnes | ceeeenessesiseseseesesessnnes | ceteseseseessssnsssseensenns (O
7. Receivable for SECUMIES. .........oocviiriiiiicisccre s | v 483 | [ 483 |
8. Aggregate write-ins for INVESLEd @SSELS.........eururirruririciririeieeeceriee s seesseeeesseseseeene | srenersise s [ I [ I [ I 0
9. Subtotals, cash and invested assets (LINES 110 8).......cccourueerieeririninnnceneeeseernnes | eveeieeneens 42,940,342 | ..o (1 PR 42,940,342 |....cooeun 16,235,506
10.  Agents' balances or uncollected premiums:
10.1  Premiums and agents' balances in course of COlleCtion.............ccooveererrnncnniiccnns | cevirieines 1,596,501 | oo 144,399 | .o 1,452,102 | oo 764,892
10.2 Premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled premiums)............cccovveeenes | crveerennnne 12,840,456 |....cooveeerrneceernens [ 12,840,456 | ...ccvvvnve. 2,036,729
10.3  Accrued retroSPeCtive PrEMIUMS.........c.crviueuririereirieieeeinieeeseseseieessse e ssesessesssssesesees | eeteenssssesesssssnsssesssssses | eeseesssssesessensnessesssssnes | ceseeassssessssensnssesnsanns (O
11. Funds held by or deposited with reinSured COMPEANIES............ccrureririririiieirirceeirieieirineees | eereneeieisseneeeisisenenes | eeeeeesseieisesesesesessasnnees | ceeresseseeessensseseenaenns (O
12.  Bills receivable, taken for PrEMIUMS..........c.ciriirieiicierteieie et seseesienes | eeseensesessssenssssseesssnnes | eeeesessssessassssesesssssnses | eeeeessesesesnensssnensenns (O
13. Amounts receivable under high deductible POlICIES............criirururiiiririricreicereerniees | eereneeiesrneeesninees | ceerereere s eseeesennes | eereesereesesene e (O
14. Reinsurance recoverables on loss and loss adjustment expense
payments (Schedule F, Part 3, Cols. 7.and 8).........cccouururirirrniirnieirsieerieenenesseiees | eereneeieensseeeeens 1,359 [ [ e 1,359 [
15.  Federal and foreign income tax recoverable and interest thereon
(including $.....2,082,967 net deferred tax @SSEt).........couwurureereenerrrerneeneineeseesessnessneenees | cevreeeinnennes 2,570,372 | cooveecene. 487,405 | ...oovveenne 2,082,967 | ..oovverrirene. 399,872
16.  Guaranty funds receivable OF ON AEPOSIL..........cciururirieiririeiririeieieec s sereesieeisenees | eereeserereeseneseseessssnees | eeeesessesetsaseneesessassnnes | eeereassesessssensseseessenns (O
17.  Electronic data processing equipment and SOWAIE...........ccoiureriieuririierieneierieneneieins | eereneeieieiseneseeesisenenes | eeeeeesseseisesesssesesssssnses | eeeeesseseesssensssseensenns (O
18.  Interest, dividends and real estate income due and acCrued..............ccoeuievininiccniniccnnns | veerrinieienns 560,829 |...oovieirieiriieirieireens | e 560,829 | ..ooccvriivicinene 96,888
19.  Net adjustments in assets and liabilities due to foreign €XChange rates...........cocoevrrriieies | eernieenrneeerrnes | e erreeeesnees | et (O
20. Receivable from parent, subsidiaries and affiliates...........cccocoerrrcrniernirniercesneenes [ 12,375,544 | ..o e 12,375,544 | ............... 2,070,033
21. Amount due from/to ProteCted CEIIS..........ceuiuiurueiriicirsicirr et seeisisnes | creteereneerenstseneseeneaenes | ereteeneneneseease s neereeens [ crereere et (O
22.  Equities and deposits in pools and @SSOCIALIONS.............coeuriueuririreirierreieienceieensieisneienns [ ereieereneneseiseseneseeseeenes | cereeneneneneeseneseesesens [ eeeeerenenerees e neeeees (O
23.  Amounts receivable relating to uninsured accident and health plans..............ccooeeirnneieins [ [ [ (O
24.  Other assets nonadmitted (EXNIDIt 1)........ccirrirriiereerceeiece e eesesesees [ ereteereneeseseseseseneseaenes | erereeneneneseeeseneneeseeens [ ceeeereneneneeeseseneeeees (O
25.  Aggregate write-ins for other than invested @SSets..........cocvrerrerirninnceesereens [ [ I [ I [ I 0
26. Total assets excluding protected cell assets (Lines 9 through 25).........c.cocevnernnennineinns [eeeviiennns 72,885,403 | oo 631,804 |...cccooeunv 72,253,599 |..ccovvnne. 21,603,920
27, Protected Cell @SSEtS.........coiiiiriiiiciirciecc e | st | st | et 0 [
28.  TOTALS (LINES 26 @NG 27).....ccureereereereeneeneeeeseesesesssesesssssesesesssesssssesssssssessssssssssessnnes | osssnsesnses 72,885,403 | .ovvvvrrcienes 631,804 |...cccoonueen. 72,253,599 |...ccovvennee 21,603,920
DETAILS OF WRITE-INS
00 OO OO TP OUE PO PP SOTUUPORFUPPTURTS DUSUTOSPORROTUURTURTUY DUSUOTOOOUP RSN DOSTTTOTOO TR (N
0802, ..eueeeereeteese ettt R bbb n et nent | Sieetentest et sttt annns | eeett st sttt enbeenas | seest ettt (N
0803, oeeeecereeeeee ettt Rttt et st | Hheetent st et st et st annns | seett st sttt enbennns | ceest ettt (N
0898. Summary of remaining write-ins for Line 8 from overflow page..........cocoeveeniennnecnneies [ (O (O (O 0
0899. Totals (Lines 0801 thru 0803 plus 0898) (LiNE 8 @DOVE).......rvurerrerirerrresieisisssressrsssisssisssness | eeeessnssssssessnessessnens [\ IR [\ IO [\ IO 0
2507, ettt Rt es bt ent | Htestent st et st et st annns | Seettent st ettt enbennas | seest sttt (N
2502, ettt R sttt en s st | 2eestent st et sttt | eeeesent sttt enbennas | ceest sttt (N
2503, ettt RS Rt s bbbttt nent | Hhestent st st st et st antas | eiett st st ettt ennns | sieet ettt (N
2598. Summary of remaining write-ins for Line 25 from overflow page.........cccocoevnrrnnennenennns [ (O (O (O 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 abOVe).......ccoovrriiiniinriciesiccscseees e [ I [ I [ I 0




snasaenaioneyeszave. SPECIALTY RISK INSURANCE COMPANY
LIABILITIES, SURPLUS AND OTHER FUNDS

Currer11t Year Prior2 Year
1. LOSSES (Part 2A, LiNe 34, COIUMN 8)........cuuieeriereeiurireriseisseeese e eess st ssssess s 9,636,501 | .covvevrriirne 1,874,339
2. Reinsurance payable on paid loss and loss adjustment expenses (Schedule F, Part 1, COIUMN B)...........ccciuriirmriieimeeieeisseseesseesenseesseesssesse | reessesssesesessssesssssssssns | oesssessssssssesssasssnsessseens
3. Loss adjustment expenses (Part 2A, LiNg 34, COIUMN 9)........vuuiimiumrireiieeiseeseessseessseesssssse sttt st
4, Commissions payable, contingent commissions and Other SIMIlAr CRAMGES. ... euerreumeeieeieiiseese ettt esssssssnsss | eessessassessesssnenns 23,833 | s 7,444
5. Other expenses (eXCluding taXes, ICENSES NG FEES).........cvuurrurrerrerirerieiteiiee sttt bttt | estesssaessnnssees 19,074 | oo 18,456
6. Taxes, licenses and fees (excluding federal and fOreign iNCOME tAXES)..........uvurrrumrrumeeemeeseeiaeereresee e sb sttt 1,054,094 | .coovvve 7,520
7. Federal and foreign income taxes (including $.......... 0 on realized capital gains (losses)) (including §.......... 0 net deferred tax liability)...........ocvreereees | covrerreerneierineieeieeis | e
8. Borrowed money §.......... 0 and interest thereon §.......... OO OO OO Oo P PP BFESOOT oo OT OO PO
9. Unearned premiums (Part 1A, Line 37, Column 5) (after deducting uneamed premiums for ceded reinsurance of $.....6,946
and including warranty reserves of §.......... 0] 1O 30,158,549 | ..oooevvveeee. 3,543,976
10, AGQVANCE PIEMIUMS. ... ceuceaeeeeaeeeeeseeseeseeseeseeseeseeseeseeessessessessessesseeseesessessesaesassassassessessassessessessessessssesassassassassassassessessessessessesssastassassassassessessnssssnssnesnssnsnns | sesessessessessessnes 479,383 | oo 72,981
11.  Dividends declared and unpaid:
1.0 SHOCKNOIAETS. ...kt | crsbsessss e ssss st enes | sensseenesseenss s
11,2 POICYNOIABTS. ...ttt bbbttt bis | nesbetbeesbee s s bt s st s | cebenbeesb et ns
12.  Ceded reinsurance premiums payable (net Of CEAING COMMISSIONS)..........uurvureremrermrernerseesserieess e seess st es st sssstees | sbsessssssaessenssees 2,943 | oo
13. Funds held by company under reinsurance treaties (Schedule F, Part 3, COUMN 19)........c.iviiiriiieeeeeseeesseesessssesssesssesssssssessssesssssssessssssnes | sessesssssssssssssesssesssnssssness | sesesssssssssssessnmsssessseees
14. Amounts withheld or retained by cOMPaNY fOr ACCOUNT OF OtHEIS..........cuuuiiurircrireiseeiee ittt sttt | £ebesbseees et st e bt eens | eebeesseessesssee st s st s
15.  Remittances and itemS NOL AlIOCAIEM..............cuuuiiiie bbb | Shbesb et | ses s s
16.  Provision fOr reinSUrANCE (SCREAUIE Fy PAIt 7)........c...iuuiureeieeeueeieeeseesseeisees e esse et sss s8££t | £hb et s et ee b s st eens | eebesssessens s s st ees
17. Net adjustments in assets and liabilities dU€ t0 fOrEigN EXCNANGE FALES............urvirrrererieieeireciee ettt s ettt | £ebest e et et st eees | sebeesssessesssee st s st s
18, DIAMES QUESTANAING. ... veveeesceaseeaeiteieees ettt 2,036,129 | ..covveeeeie 326,622
19.  Payable to parent, Subsidiaries and @ffliateS.............cvurrrrrrmriiireii et 1,154,663 | oo
20, PAYBDIE fOF SECUMHIES. ... .vvveevereesseesceseciaeese st et ss et e85 848848848488 b bbb ees | Hetbaeebess s s e b st nies | setbaestesss st
21, Liability for amounts held under uninsured accident @nd NEAIN PIANS............ccuuciiuiirrireiieie ettt | sesbsesteess s ens s sesies | sesbassssssseessnns st ne
22. Capital notes §........... 0 and interest thereon §.......... ettt ettt AR sttt | Shsnssiee s s st et enss | shtnssiesss st enes
23, AQregate WrtE-INS fOr IADIMIHES. ..........cveurerreeurererieeiiee et bbbttt ennnn | netbisssssnss st 0 ] oo 0
24, Total liabilities excluding protected cell liabilities (Lines 1 through 23)
25, ProteCted Cell IADIIIHES............coouiieieiieei bbb | srnbissb st | sesbeses e
26.  Total iabilities (LINES 24 NG 25)...........crvuueurreiuiueierissiresesssesessesseessesssee s s es kRt 47,039,716 | ..ooovcvrrveennnae 6,284,286
27, Aggregate Write-ins fOr SPECIAI SUMPIUS FUNTS.........vuuurvrurereiieeee ettt bbbt | seebssessasnessensses st 0 | e 0
28, COMMON CAPIAl STOCK. .....vuveoreeieeriiiieisec ittt s st s s8££t s st 2,650,000 2,650,000
29, PIEfEITEA CAPIAl STOCK... ... vuieeririieiieiseiie ittt s s s s8££ 248585188828 s st s bt nns | eessnssessensses s st st ssentns | sebessiestenss sttt s st ees
30.  Aggregate write-ins for other than SPECIal SUIPIUS FUNDS............cvuureiiemiereieieiet et es bttt essns | seesssessassessenssnsssenssneed 0 | e 0
B, SUMIUS NOLES.....uveeeeiearirceseiies st esss et ss st ss s s st s 2845858515488 8 e85 45128 RS8R s e st st n st nts | Hesienssestensses s s ensensentans | sesessaestensses st ees
32, Gross paid in aNd CONMDUBA SUMPIUS...........uvvririeeiierireiie et sss ettt 15,555,228 | ..oovevererrnn 4,055,228
33, UNGSSIGNEA fUNAS (SUIPIUS).....ceuuvvurerecrssetseeeseesseeessesseesse s s eesse s8££ 7,008,655 | ...oovcveernn 8,614,406
34. Less treasury stock, at cost:
341 0.000 shares common (value included in Line 28 §.......... ).ttt bRt | SeE et Rt | Seteet ettt
342 ... 0.000 shares preferred (value included in Line 29 §.......... 0]ttt et be e | Eeee ettt | et
35, Surplus as regards policyholders (Lines 27 t0 33, 1SS 34) (Page 4, LINE 38).......c.viumrrirereriiimeieiesiiseissessecsssessessse st sesssessss st ssssesssssssees 25,213,883 15,319,634
36.  TOTALS (PaQE 2, LINE 28, COL. 3)....ucvveermeireieerreeeisnesesisssse s sssssssessessssse s stk 72,253,599 | ...ccooverreeen 21,603,920
DETAILS OF WRITE-INS
2301, ottt | Hfie Rt | Shte e
2302, ootttk | Heie bRttt | Shbe et e
2303, et R SRR Rkt | Heoe e Rt | Shte e
2398. Summary of remaining write-ins for Line 23 from OVEMIOW PAJE...........uvuurererimierrieiieeie ettt sttt snenas | eebseessesssenss st sseenns (1 OO 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (LINE 23 BDOVE). ....c.cuuuireuurererssiiesiessaeesseeasseeeseesseessees s sees sttt | eetssssensens s ssnsenens O 0
2701, ettt RR LRkt | Hfoe ettt | Shte e
2702, etk | Hf ettt | Shbe et
2703, et R R Rt | Heoe bt Rt | Shte e
2798. Summary of remaining write-ins for Line 27 from OVEMIOW PAJE...........uvuurereremiemriieiieesse ettt ettt | eebesssessssnssensseesseenas (1 OO 0
2799. Totals (Lines 2701 thru 2703 plus 2798) (LINE 27 BD0OVE). ......cuuureurererssiresirsiaeesseeasseeesseessesssssessens s ees sttt | eetsnsssensens st ssnsenens O 0
B00T. et ees stk | ettt | Shbe e
3002, ooeeeeeeeeeee stttk | Heoe ettt | Shbe st
3003, oeeeeeeeeee stk | He bRt | Shte e
3098. Summary of remaining write-ins for Line 30 from OVEMIOW PAJE...........vumrerriueiriieiieisei sttt sttt | eebeessessenss s sseenas (1 OO 0
3099. Totals (Lines 3001 thru 3003 plus 3098) (LINE 30 BD0VE). ....c.ucuuureuurerirssiresirsseeesseeasseeeseessesssseessens s ees sttt ettt | entsssssenssnssssnsasnsenens 0 | s 0




snatsusnento ey anzave. SPECIALTY RISK INSURANCE COMPANY
UNDERWRITING AND INVESTMENT EXHIBIT

1 2
STATEMENT OF INCOME Current Year Prior Year
UNDERWRITING INCOME
1. Premiums earned (Part 1, Ling 34, COIUMN 4)..........coiuiiiieiicieireeie sttt ss et ss bt snnesenansens | oetesesesnsnses 44,467,651 |..coooveee 16,141,925
DEDUCTIONS
2. Losses incurred (Part 2, LINE 34, COIUMN 7).....c.cuiiiuririieieieieieisint ettt sttt es et s bbbt se et b s et et s s sesesessssenensnsnsanns | atsssesssassesanns 24,677,465 | .ovvveeinne 8,119,643
3. Loss expenses incurred (Part 3, LINE 25, COIUMN 1).......c.iiiiiiiiiiirccieetceiseeie ettt enensstsnennnns | ebesnesesnsasseenes 6,226,881 | .covovericnne 1,553,751
4. Other underwriting expenses incurred (Part 3, Ling 25, COIUMN 2).........c.oiiiiririirirnicesceieis ettt sseseens | eeeneseseensansees 17,541,447 |, 5,115,405
5. Aggregate write-ins for Underwriting EAUCHIONS. ...........ccuriieiieericcie ettt
6. Total underwriting deductions (LINES 2 thrOUGN 5)...........cueuriiuiiriiieieiee sttt
7. NetinCOME OF PrOTECIEA CEIIS........ueiecieteiri ettt s bbb bRkt b et s st ans et eb e aenas
8. Net underwriting gain (10ss) (Line 1 MINUS LiNE B PIUS LINE 7).....vuiueiiiuiieieiiicirire ettt ss s
INVESTMENT INCOME
9. Netinvestment income earned (Exhibit of Net Investment INCOME, LINE 17).......cucuviiiririiieiiicere e
10.  Net realized capital gains (losses) (Exhibit of Capital Gains (Losses)).
11, Net investment gain (I0SS) (LINES 9 + M10).......cuururuiiurieirireeieiei ettt b st s bbb sttt
OTHER INCOME
12.  Net gain (loss) from agents' or premium balances charged off (amount recovered $.....14,985
amoUuNt Charged OFf $.....257,340)........ccruuirireieieiieie ettt naentes | ensenseniese s (242,355) | .o (73,708)
13.  Finance and service charges not inCluded iN PrEMIUMS.........c.ov ittt ensetenens | cretebssssssssenssnanes 937,262 | oo 290,721
14.  Aggregate write-ins fOr MiSCElIANEOUS INCOME............uu ittt es ettt et s et ee st e b n e et s s nsesenns | srnsssesstsssnnssestsesnsesneees (U I 13,838
15.  Total other iNCome (LINES 12 thrOUG 14)........co. ittt ettt ss e e st enensebenennsens | ereiesssisssssssnnenes 694,907 | .o 230,851
16.  Net income before dividends to policyholders and before federal and foreign income taxes (Lines 8 + 11 + 15)........ccccvverninnincnnccnnens [ covvevnicine (2,200,820) | ..evvvneeirennns 2,344 478
17, DiVIdENAS 10 PONCYNOIAETS. ........eeieieceet ettt sttt b bt e e b b e e s s et s s e e s eb et s e sebesesansebebesaeesesesessesenens | chetessssssesnsessssssnssensnsansnns | cretessssnnnsnesssssssnssesessannns
18. Net income, after dividends to policyholders but before federal and foreign income taxes (Line 16 minus Lin€ 17).......c.ccoeveveuenennevennns [ corveninicinenee (2,200,820) | ..evvvneeirennns 2,344 478
19.  Federal and foreign iNCOME tAXES INCUIEA. .......c.cuiuiuiuririicieiri ettt bbb s et st s e senennies | nbesissssssssseeens 1,258,155 [ .o 761,186
20. Netincome (Line 18 minus Line 19) (10 LINE 22).........couuriuiiriiiiiieierireieeeseciseiesi ettt ssessssssesesessessensensesssssnens | coveneeoesnnnsens (3,458,975) [ ..o 1,583,292
CAPITAL AND SURPLUS ACCOUNT
21.  Surplus as regards policyholders, December 31 prior year (Page 4, Line 38, COIUMN 2)..........ccoiiiiriirniinnieeneseeseeiseeeeeseeiseneenns | eereneneeneneeees 15,319,634 | .oovvvvicns 13,071,641
GAINS AND (LOSSES) IN SURPLUS
22, NetinCOME (fTOM LINE 20)......c.cueuriiueieeeieietetrirtet ettt s ettt et s et e s b b2 s e et e s e s b e b b e e s et et ense b et s sssesebesessntebassssenetenananse | nebevesessssnsenns (3,458,975) | ..cvvvvrcveirinas 1,583,292
23.  Net unrealized capital GAINS OF (I0SSES)........rueurrrueeriiieiririreieeeiciets sttt st s b ss et b s s e s sese b e s s e bt esse b et assstebesassesesssssesessnsetes | oetetssassesesssssassssnsesssnssnnees | sesesesssnssessenssnnnees (6,910)
24.  Change in net unrealized foreign exchange capital GaINS (I0SS).......cueurueureriireiriiieieri ettt sese ettt sesesesensesesessnsens | eesesesessssesseseassnssenesesesanns | sesesesesssnssssetnsesssssssseeesana
25.  Change in Net deferred INCOME tAX........c.cueuiirueiricieireicie ettt es bbbttt s et e sntetennnnnennns | trebebassstesnsnnnas 2,170,499 | ..o (4,556)
26. Change in nonadmitted assets (Exhibit 1, Line 5, COIUMN 3).......c.ooruiiiiiriceiricierreee sttt nsssstenens | ebebessssessssneees (422,629) | <.ovovereeeeieirinenes 204,277
27.  Change in provision for reinsurance (Page 3, Line 16, Column 2 minus COIUMN 1).......cciiiiiiiirirerieeiscieieeeee e seseiesessssenes | eeesessesesesssesssssnesessssssssnns | sesesesessssssssessssssssssssssssenns
28. CRANGE N SUIPIUS MOLES. ......eieiectiricietete ittt ettt es et s et £ s bt e s e e e e £ eE bt ee 2 e s et e s s Ae b e b e s e es et ebessnsetesasansntebesassnsesasassnnes | sesesetesssasnsnsesssnsnennsesasanns | sesesetesssnsassetnsasnsnensetesanas
29.  Surplus (contributed to) withdrawn from ProteCIEA CEIIS..........c.cueiiiieeiiicirrieee ettt sttt sesiennnnes | eesesetessssesseteasssssesesetesanns | seetesesssneasseteteeseaenseaesana
30. Cumulative effect of changes in aCCOUNING PHNCIPIES.........cueuriiriririiieieie ettt sntebennnnes | eetetesssnsssesesssnsseneseasnnnnnns | sonteeesesssnesenns 471,890
31. Capital changes:
BT P IRttt enens | srentestententens s s en s | sttt s
31.2 Transferred from SUrPIUS (SEOCK DIVIAENG)..........cururiieiieiriicersi ettt sttt esesesensetebenne | etesssesesesssatseseanssssssenetens | eeesasseretssssaeseseaeteeneseseees
31,3 TraNSTEITEA 10 SUMPIUS......c.eeiicectee ettt s e s s 28 b e b £ 2 s E e £ £ e s e b et b2 e s e b e s e s sbebeb s e sesesesnsetetans | esesssesesssnsassnsesesasnsaesnsans | etesassetesesasaesesetnsasasneneeees
32.  Surplus adjustments:
32,1 P IRttt | eetenieneeeeei 11,500,000 [ ..cooveeecereeneeneeneieeenennns
32.2 Transferred to capital (STOCK DIVIAENG). .........c.iviriueiieiieti ettt es bbb esebesensntebasnnne | 4etesassesessssssssesetesasassesesens | eeesassesesesssaesesetesaeasseseeees
32.3. TranSTEIrEd fTOM CAPIAL. ... e eeeeeiieet ettt s b b s b et s bbb a2 s et et et ebebeb s esesetesansetebans | etesssesesssnsassesetesssnssennsans | etesnsesesasssaesesntesasasaeseeees
33.  Net remittances from or (10) HOME OffICE......... . ittt esssebesessnsnsenns | eesesetesnsasnsesesssnssenenesesanns | seesetesssnsassetetesasaenseeeranas
34, Dividends t0 STOCKNOIAETS............cuiiiiiiicic bbb bbbttt bbbttt nies | ceettien b | et
35.  Change in treasury stock (Page 3, Line 34.1 and 34.2, Column 2 MiNUS COIUMN 1)......c.oiimiiiiiiriricenceirre et seseesssnsesenns | eeseseieesesessessassnsseessesssnns | sesesesessenssssesssssssnssssesssenns
36. Aggregate write-ins for gains and I0SSES IN SUMPIUS.........cucuriiururiiurieirinieieeeieis ettt ss bbbt sssse s s s esnsetenesnsnnnens | srsesssssssisssessines 105,354 [ 0
37.  Change in surplus as regards policyholders for the year (Lines 22 through 36)............ccoeeiururiirrnienecesne e seesesesenees | csesssnissesnnsnas 9,894,249 | ..o 2,247,993
38.  Surplus as regards policyholders, December 31 current year (Line 21 plus Line 37) (Page 3, Line 35)........cccvrrneeniennennicencennees | ceevereenineens 25,213,883 | oo 15,319,634
DETAILS OF WRITE-INS
015NN ST OT O OSPOTPORIOPRUPRIRIY PETTTT OO OTTTRRRIN
015NN ST OTPOT PSP OTPORIOTRTOPRIRINY PETTTT O OOTTRRRRIN
015 OO ST OTP ST OTPRIORRUPRITIY PETTTOTOTTOTTTRRRIN
0598. Summary of remaining write-ins for Line 5 from OVErfloW PAGE..........ceuruiiiiriier ettt eneiens | eeeeseieie et (0 T 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (LINE 5 8DOVE). ... turuiiiietiiiiit ittt sttt nr s sn e e snsnesrsnserenes | arsnssseesssesnanssesesesnsenseees 0 | 0
1401. GAIN ON REINSURANCE COMMUTATION. ......cuuitmiimiiriimimeeicicinessssessssissesessesss st ssassssssssssessssnssssnsssessessesseses | vesessesnensemnesnssnssnssnessssnes | sossnssneeseesessessennns 13,838
TAD2. oSSR AR RS Rttt tenes | wrententent st st en st | fentent et
403, RS R SRR AR E bbbttt benes | erestentent st st s s s s | sttt
1498. Summary of remaining write-ins for Ling 14 from OVEIflOW PAGE..........cciiiuririiirieiiieirreeern ettt ensrebenns | ereteteenssessieaes e s seseaeneen (0 T 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE)... .. . iuuiirieiiriieeiisiestis st ens e nenene | srsenssnsenssnsansansensenssnsenns (O 13,838
3601. CORRECTION OF PRIOR YEARS SURPLUS. SEE FOOTNOTE 2A........cooiniiiieiineieeinsineieieesssssssssessssssesesesssssssssssnssesessenenns | aesessnsensenssnenenns 105,354 | ..o
OO ST O OO OSPOTORIORRPURPIRITY PETTTT O OOTTTRRRIN
T OO ST OO ST OSPOTPORIOTRTOPRITITY PESTTT O TOTTTRRRIN
3698. Summary of remaining write-ins for Line 36 from OVErflOW PAGE..........cruriiiriricrseee ettt | eeeeseieie et (0 T 0
3699. Totals (Lines 3601 thru 3603 plus 3698) (LINE 36 @DOVE). ... cereriuuieriireiiiriiiessi ettt snnsnens | ansssessessessenenns 105,354 | ..o 0




Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

CASH FLOW

Curre:t Year PriorZYear
CASH FROM OPERATIONS
1. Premiums collected net of FEINSUIANGCE. ..ottt esnienns | evreiesiesninsienaas 59,384,153 | ..o 16,785,571
2. Loss and loss adjustment expenses paid (net of salvage and SUDFOGAtion).............ccurieuriiierinriercereesseeeseeessesesee s eisenees | cereneseesensneeeenes 19,392,437 | cooveeiieeene 7,942,820
3. UNErWriting EXPENSES PAIA.........vuiureieireieeeiii it itr ettt ettt e bbbt s e b s st bt e b s b ekt s bbb s st et snsetenannnanns | sbereeneeennseeennes 16,477,866 | ...coovvvveererenee 5,202,875
4. Other UNderwriting INCOME (BXPENSES)........cueuruerrreererireieereseretetseseseeseseseteeasseeesassesesessssesesesassesessssesesssassesesassssesessssnsesassssesassssssesasans | eetessssssssrnssssssssssessssnsssnses | eoremossesssssssanssssssssssssnssessanas
5. Cash from underwriting (Line 1 minus Line 2 minus Lin€ 3 PIUS LINE 4)..........coriiiirrceriesneesseeiseee e ssessseisnneseens | coveneseesssseesennes 23,513,850 | ..o 3,639,876
8. NEtINVESIMENT INCOME.......cuiiiiiici bbbttt eiens | etrnbeseisies s 656,894 | ..o 775,331
7. Other income (expenses):
7.1 Agents' balances Charged Off..........c.oiiuiiiceer ettt nsebenennnnnes | eeeeneiee ettt (131,109)
7.2 Net funds held under reinsurance treaties
7.3 Net amount withheld or retained for account of others
7.4  Aggregate write-ins fOr MISCElIANEOUS HEMS.........c.ouriiuririiiicietrceieei ettt sse e | nbeesssssssesnneseennes 937,262 | .o 304,559
7.5  Total 0ther iNCOME (LINES 7.1 10 7.4).. ..ot ss ettt ettt nssnsenessntens | ebebsssssnsesnensneesanns 806,153 | ..oveeeeeeirrrenen 245,015
8. Dividends to policyholders on direct business, less §.......... 0 dividends on reinsurance assumed or ceded (NEt)........ccurerurererernees [ erririicernceeees [
9.  Federal and foreign income taxes (Paid) FECOVETEA. ..........curueuiieuriricirriieieee ettt ss ettt ns et ensnnenns | febssssssssnsnscesnaees (1,258,156) | ..o (761,186)
10.  Net cash from operations (Line 5 plus Line 6 plus Line 7.5 minus Ling 8 plus LiN€ 9).........cccerriurrienncnrneenieiseesesseseneieiees | coveneeeeeneeeeeeees 23,718,741 | oo 3,899,036
CASH FROM INVESTMENTS
11.  Proceeds from investments sold, matured or repaid:
ST =0T o 3OO TP U OSSPSR PSPPSR VTR 18,806,938 | ...covvrrririieinnae 6,406,050
1.2 SHOCKS. ... e veeeereeeeseseese sttt s b2 E £ E AR b bbbttt [ cesentent st sttt enins | Sreeeieneen st 500,000
11,3 MOMGAGE I0BNS. ... ettt s bt h bR b e e E e b b e £ e s b e b s s e b ekt e s e s e s et et et ebesessenesetassnsetesasnnnns | etesassesetetesasansetenetannsnnntenas | neretebetae et et ete e et ne b bt nan
114 REAIESTALE. ...ttt | ettt | ettt
11.5  Other INVESIEA @SSELS........cuiiiiiiic bbbttt sietees | cttietanint sttt nnies | cetetiet st
11.6  Net gains or (losses) on cash and Short-term INVESIMENLS.............cciiirire et ssseienenes | eteesssesetetssssseseteassessesnssienes | sesesessessasseeetesseseseseseessannns
11.7 Miscellaneous proceeds
11.8 Total investment proceeds (LINES 11.1 10 11,7ttt ettt snsntenenans | ebesesesseneneneees 18,806,938 | ...coovvveerrrne 6,906,050
12.  Cost of investments acquired (long-term only):
1201 BONGS....euveeeeniteese ettt £ £ E AR £ bbbttt | eereeeenisenenntes 45,971,526 | ..o 14,950,361
1202 SHOCKS. ...ttt | ettt | ettt
12.3 MOMGAGE I0BNS. ... ettt b et s b2 h b st s b £ b e b £ e s b et e s e b ek b s e s et et et st ebessssenesesassnsetesasnnnns | etesassesetetetatansetetetannennntenes | neretetetae et et ete et ettt n s
124 REAIESTALE. ...ttt | ettt | ettt e
12,5 Other INVESIEA @SSELS........ceiiiiiiici bbbttt sieties | setietantet bbb nnies | ettt
12.6  MiSCEIIANEOUS APPHCALIONS........vviieeteeietieteteirt ettt ettt ettt s et b s e e st s b es s et et eb s e b ebesansebebesessenebesensns | crnbessssesstesannesesesnsenenens 483 |
12.7 Total investments acquired (LINES 12.1 10 12.68)......cueuriiruririiieieiicieieieieisr ettt sss e es st snsnnenns | neesssisssssnssssenes 45,972,009 | .o 14,950,361
13.  Net cash from investments (Lin€ 11.8 MINUS LINE 12.7).......ccuiriiirriieieieeirsceie ettt sssenenensnns | eeneseensnsneeseees (27,165,071) [ .ooveeeeeeeeririae (8,044,311)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
14.  Cash provided:
14.1 Surplus notes, capital and SUMPIUS PRI N...........cruririuririreieieeci ettt
14.2 Capital notes §.......... 0 less amounts repaid $.......... 0t
14.3  Net transfers from affillates. ... e
14.4 BOITOWEA fUNAS FECRIVEA.........cuuiiieiiiiii bbb
14.5  Other CaSh PIOVIAEA.........cuceeiiceciet ettt b bt s e s e s b et s s s et ansebebesesnnnsenns | seesissssssssnesesssnnaas 675,363 | .o 261,547
14.6 TOtAl (LINES 14.180 T4.5).....ovurieierieeesceeiee ettt ettt entents | ceseetsesisssennnianes 12,175,363 | oooerrrirrrirreereiis 261,547
15.  Cash applied:
15.1 Dividends t0 StOCKNOIAEBIS PAIG............oviuiireiiicieiei ettt ettt s bt sssebesasnnes | ebesassntetesesnsassetesssssnennntenas | sesetetasssassesetessenesenebeaenannas
15.2 Net transfers t0 affili@les...........ciiiiiii e | et 9,150,847 | ..o 2,082,054
15.3 BOITOWEA fUNGAS FEPAIM. ......coveiieeeieice ettt s et es b et e s et esensntebesssesesesennsets | etessssesesesssnsassetesnsnsssnsnsnsas | sesesesesssassetetesnesesesetesssannaas
15.4  Other @PPIICATIONS. ... c.ereieceeietri ettt sttt ettt et e e s b et s e s es et asseb et sessesesesassnsetessssssnnesesansnne | ebessmsssensssssssnssennsnsnsnsnsnsenes | ansesesssssassesnesssssssessesesnannsas
15.5 TOtAl (LINES 15.180 15.4). e euurieieeiieeiseiieise sttt en st ennnns | enbesssssanessnennens 9,150,847 | ..ovrvrieriiniiniians 2,082,054
16.  Net cash from financing and miscellaneous sources (Line 14.6 MIiNUS LiNE 15.5)......c.coiirriiirniinriesseeeeceeesse e sneeieesenees | ceseesesnssessesesenes 3,024,516 | .o (1,820,507)
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
17. Net change in cash and short-term investments (Line 10 plus Ling 13 PlUS LINE 16).......c.curueuririuriririniniieiniiiniriesneeeenesisesisenenes | coeeeensseeseneeeseceees (421,814) | o (5,965,782)
18.  Cash and short-term investments:
18,1 BEGINMING Of YEAI....... ettt ettt ettt es bbb e es bbb e s e e b £ s b e b b s e s s eb et e s et et e s e sebebesssntesesssnsetesennnens | sbetsssssssssisssessannna 691,814 | oo 6,657,596
18.2 End of year (LINE 17 PlUS LINE 18.1)...... vttt sttt sttt snneniensnnsenns | nnsenssensasessnsseneaes 270,000 ..o 691,814
DETAILS OF WRITE-INS
290,721
....13,838
7.498 Summary of remaining write-ins for Line 7.4 from OVErfloW PAgE.........ccriuruririiiririeieiritiresceisee et sneiessnenes | eertnessesieese et [0 0
7.499 Total (Lines 7.401 thru 7.403 plus 7.498) (LINE 7.4 @DOVE)... ... curruuirerisirisasesaseesessesensssssssesssessessssssensens s ssns st ssnsssnssnssnsnne | cossssssssssssssssssaneons 937,262 [ ..o 304,559




snatsusnento ey anzave. SPECIALTY RISK INSURANCE COMPANY
UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS EARNED
T

UnearnedZPremiums Unearned3Premiums )
Net December 31 December 31 Premiums
Premiums Prior Year- Current Year- Earned
Written per per Col. 3 Last per Col. 5 During Year
Line of Business Column 6, Part 1B Year's Part 2 Part 1A (Cols. 1+2-3)
1. APttt [ ettt enenes | s | e | e 0
2. AIEA INES.....evceee s eeneiniees | ettt eienes | ceriesninseesese s [ eetrriee e | s 0
3. Farmowners MUIIPIE PETil.........c.coiiuriiirercrsceirieriiie | e seeieieiees | eereneseieiseseseseseessssssseensaesens | eeesesseseessnsnssssessssssssesseaesans | cersssesesssnsassesessssenssnsesesanns 0
4. HOMEOWNErS MUIIPIE PEFl.......cvieeeeriiciecceecerrcr e | eereeieieisire e eeieieiees | eeeeneneieasesessseseesssssssseseiesees | eeesasseseeesssnnsssesssssssnesseaesens | ceesesesessenssssesessssensnsesesanns 0
5. Commercial MUILIPIE PETL........c.ovoiiiririiericercreercereenniieee | e | cerereinisinensessesenssesesssensnnens | seesseissssssssesesesssnesesesesesnssens | eretesssnsssesessensseseeesesnsnnas 0
6. MOMJAGE GUATANTY.......vececiiieciresicicieir et eeseenseieaees | eeeeassesetetsssesssetesessssessssesans | eeesassesesssssnssssessssssssseneaesans | esesassesesesssnssssesesssssssssesesans | sersssesssssnsassesesssssnsssesesanns 0
8. OCEAN MAMNE. ..ottt sieniens | crtesesinsetnseinss e nniens | cetnsiesstiessiss s sssienies | steeinseeinssesnseesnsee e nsieneiens | eeeriesesistnise e 0
9. INIANA MAMNE.......ecviiiciieii e siniens | ettt eienes | certieesiessins e siens [ ceiesieinsiesnnies e | ot 0
10. FINANCIAl QUATANTY.......ocuiiieciririciceeice sttt eisesneies | eeeeetsereietsenesssetssssssssssetenans | eerrsssssesssssnsssseesssssssssnsaesans | eeesasesetesssnenssesesssssnessesesans | cersesesesssnsanseresssesnsnsesesannn 0
111 Medical Malpractice = OCCUITENCE. ........c.curvreeuririrciririeeririsieiriniiens | eeresteseeeeneneeseesasesssesseeesees | eersasssesessssssesesssssssseesesssass | eetesassesesssssnssssesssssnsssesesesans | tossesesessensassesesssssnsnsnensanns 0
11.2  Medical malpractice - ClaimS-Made...........cccoiuruririirrriiciririnieiens | et | eerenieiest e seesseesens | eteeasseietssssseseseessesssseesetesens | seteseteseest ettt 0
12. EAMNQUAKE. ..ot sieinnns | eeeretserete bttt sessetenens | eeetatneietetee e et ensseneaenens | eteretetetetse ettt sneseietans | eereretetee ettt eseeeneea 0
13. Group accident and hEalth.............c.ceiiriiircrrririies | e | et | s seeetenennens | ereteese et 0
14. Credit accident and health (group and INAIVIAUA)............cccooerririe | rerierrriceencesriies | e | cereeesneneeee e seseissennnnes | ereieesensssees s seseessesesnens 0
15. Other accident and health.............ccoiiiiiciciciiin e | et | et | e 0
16. WOTKErs' COMPENSALION. ......c.cuiiiueeeiriiieiririeieieieieieisieiseseseseisiennes | cererereesesensserssessenssssessssessnens | seesseseisenssssesessssenssesesssssnsnens | sesssesesssnssssesesessenssessesesnssens | seresesssassssesssssnssssesssssssnsans 0
171 Other liability = OCCUIMENCE. .......cueieireicieeri ettt | eereniereisise s sesseiesens | eersasssesssssnsseseassesssseseseeesess | eterassesessssenssssesssesssssssesesass | oessssesessensassesesssssnsnseensanns 0
17.2  Other liability - ClaIMS-MATE..........oiiriiiriiceicercrrrerriiees | eererieeer st | eereeeeisesseneneseastesssseesseesens | eterasseretessessssseessesnsssesesssans | sessesesessesssssesnsssssnssseensanns 0
18.1  Products liability - OCCUITENCE..........cuiuirriririeirieicieirieieircsininsieies | eerinisieieisneeiesisseseessietees | eessaesiesesseseeseassssssseesseesess | eteeassesesssssnssssesssssnsssssesssens | tessssesesssnssssesssssssnssssensanns 0
18.2  Products liability - ClaIMS-MAQe. ........ccoiiuriiiririicricrrirriins | et | eerrneeie et ees s eensienens | etreasseretetse e eesae e enetenens | eetereteiee ettt 0
19.1,19.2 Private passenger auto iability..............ccoerevverienncncreencnines | v 38,752,506 | ...coovvrevecerirrennn 2,005,569 | ..cooverereiirinne 18,719,241 | oo 22,038,834
19.3, 19.4 Commercial auto liability............cocoeueriirirrieniceecerrieeees [ [ [ [ 0
21, Auto physical damage.........coveereurereeeriiinrinneeeesseneeneeees | e 32,329,718 | .o 1,538,406 [ .coovvrcvrivriinnes 11,439,308 | .ooovvvvevines 22,428,816
22. AINCTAft (@l PEIIS).....veceeeeieieiriscieieieee sttt seseisnnses [ creteerenseseisesenesesessassssseeseees | eretetnesssseseasssesessseassssnsseneaes | cretessensnsesesssnsneseseaesssnnssnnins | seeseeseseeetssssneeseees e eeneeees 0
230 FHOEIEY. v | et | e | e | e 0
24. SUFBEY .1ttt snssseeesenssnenens | seensenetsensassesesesssnssnnesnsssnnnnns | seeesetetsensnneretessnntesenesennnnnne | sresseiessensseeretessnnnsenetesennnnee | ereieeesaeeretet sttt 0
26. BUrglary @nd thefl...........ooc e crrersirnnns | ettt | eeerneeie st eeneienens | eteretetete et neeneaenens | eereretetse sttt eseeeneea 0
21. Boiler and MACKINEIY.........c.cuiiiieieieiecees e srceeieiciesrniees | eereeteieisise e isas e sssssienens | eeresssesessesesessseesssssssseseaesens | etesassesetssssnsassesesssssssssesesans | ceresseiessensannetesesae e eeseeesenan 0
28, CrEOIL..veeeeccie st | et | e | et | e 0
29. INEEIMALONAL ..o | ettt | ettt [ ceteri e | s 0
30. Reinsurance - nonproportional assumed PrOPEMY.........cucueurcrries | eerrriereiniririnteeenneneeesines | eeernesseesisenessseesssssssssesseesees | eeesasssessssssssssessssssssessesesaes | cersssesssssnssssesesssssnssssesesenn 0
31. Reinsurance - nonproportional assumed ability............c.cocerirn | cerriirrrriccnrrccnens | e | eereeeereie e | ceeereee s 0
32. Reinsurance - nonproportional assumed financial INES...........c.cocoe. | oriiimnrniiirnnirreis | e | eereeeeieisisesesssestssssseeseiesees | ceroeseisesensssseessssessseseeesenns 0
33. Aggregate write-ins for other lines of bUSINESS..........cevveerrnins [ e 0 ] o 0 ] o 0 ] o 0
34. TOTALS...oos s | conseneienensansanens 71,082,224 [ .o 3,543,975 | oo 30,158,549 [ ..o 44,467,650
DETAILS OF WRITE-INS

3301, e | sress et [ e [ s | s 0
3302, st | sressest s [ e [ s | s 0
3303, e | st [ e [ s | s 0
3398.  Summary of remaining write-ins for Line 33 from overflow page...... | ..cococoerrniirsnniccend [0 [0 [0 0
3399.  Totals (Lines 3301 thru 3303 plus 3398) (Line 33 @boVe).......ccoovee | correrienrinininisianaieiens 0 [ i 0 [ i 0 [ i 0




Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1A - RECAPITULATION OF ALL PREMIUMS

(a) Gross premiums (less reinsurance) and uneamed premiums on all unexpired risks and reserve for

return premiums under rate credit or retrospective rating plans based upon experience, viz:
2 3

Amount l1Jnearned Amount Unearned Resezrlve for °
(Running One Year | (Running more than Rate Credits Total Reserve
or Less from Date One Year from and Retrospective for Unearned
of Policy) Date of Policy) Earned But Adjustments Based Premiums
Line of Business (b) (b) Unbilled Premium on Experience Cols. 1+2+3+4
1. FIE. ettt | entensessnssens s | st [ eerenrenenen e [ et | e 0
2. ATIEA INES.....evic et [ ceerieeninsninnsisssissnienes [ ceirieeinsiesnsiesnnienieneies | ceveniessissnissnssnissnnns [ eeeeisseessnies e | et 0
3. Farmowners MUIIPIE PEril..........coiiriiiirccrcrrieine | rrineeessneneesisnenees [ erereneeisisnenesenessnenens | eeieeneneeeseseseseseessenenes | eeeeensnssenessensnssssesssnnnns | orseiessenssseessseseneesees 0
4. Homeowners MUItIPIE PErl.........ccueuriciicrccerrrriiennis | rerineeesnneeenisneees [ ceereneeieissenesseessenenens | eeieenesseresesenesesesesssnenes | cseeesesssessssessnsssssessnnnns | oeseieesenssseesesessneenens 0
5. Commercial MUILIPIE PEFL........c.cvoiiiririciriieriericerireiene | eereeinirneeesisreneseseiees [ cereeeisnnneeesseneeseees | seeeereisisesessseressssensesees | ereeseseeesssnesssesesssssssssses | seressssssesesssssnssssesnsenns 0
6. MOMJAGE GUATANTY.......eececeiecirieicieieirieeieeeseie e eieisnes | eereeeseieeessenesesssnssensssnes | ceeeseaseseseesensssnesesssnsnens | oeusensnsesesssssnesesesssssnsnes | ceeeesssssesesssnsnsesneesssnns | onseeessensssseessssnsssesens 0
8. OCEAN MAMNE.......cvuiiieiiiciiie et | ettt nniens [ ettt [ seinrieinsiesnsesnneeseeeneies | ceteriseninisesnsssnnins | ereesnsiesnsies e 0
9. INIANA MAMNE......cociiiiciicie e [ et | ceriereinseenseennsensiennies | cetrriesnsies et niens [ eeseiesieinsi et nees | ereeeesiee e 0
10. FINANCial QUATANTY........coviiiiririciciecee e sieine | eereneeneisesesessseisssessnenes [ ceeensaseressenensssseiesssnenens | eeieensnseiesssssnesesesesssnsnes | ceeeesssssesesnsssnssssssssnnnns | orseiessenseneeseeseeneeeens 0
111 Medical Malpractice = OCCUITENCE. ........c.cvrurieuriricirerireieerinsieiees | eereneereieesenesesersesenenenes [ eeeeseeeseseesensnesessesssesenens | oeeeensssesesssnenssssessssensnes | coeesesssssesesssnsnssssssssnnnens | oesersensnsnssesnssensneseeees 0
11.2  Medical malpractice - ClaimS-Made............cccooirurriirrrinirriies | erinieenrreeesnenees [ erereneeeereneeesisinenens | eeerensneeesesenesesesssenenes | ceesesenseresssssnesssessnnens | osesise e 0
12. EAMNQUAKE. ...ttt eneine | eerenneieee s enesaennnnnnes [ ereesreneiensesennenensnennnnens | seieeneneeieisne e eeetsnnnes | creeeesrensenenense e | e s 0
13. Group accident and health............ccceirriirircrrcieins | e [ rreeerrneesrneees | e [ e nnenes | ereereeeee e eeeaeas 0
14. Credit accident and health (group and individual)............cccceeeee | eerrienrnniennreeee [ | e [ e eenes | eeeereeeee e 0
15. Other accident and health..............ccviviiiniiciniiiiiiiees [ [ et [ | | e 0
16. WOrKErs' COMPENSALION. ......c.cuiviriieiriiiciriricirieieieieseeisesessneies | eerereeetseneseseseeessenessseeees [ erseseressenenseressssenssesnees | seeesesessussnsnssesessssssssnsens | eeeesesesesssnmnssesessssssssnses | seresssssesesesssnssssesssanns 0
171 Other liability = OCCUITENCE. .......c.cuveieririricieirireeisircieieiseieinneees | eereetereieeseneeseinieenenenes [ ereesesneseesenessssssiessenenens | eeieensnsssiesssnsnssssessssensnes | ceeeenssnsesesssnsnssssesssnnnes | oesersessnenssessesensneesees 0
17.2  Other liability - ClaIMS-MATE........cccoiiieieirriicericrrceriicies | erereeesrneeensreees [ ceeereneeeesenesesesssenenens | eeesensnessieeserenessseassssnees | ceeeesssnsenssssnsnssseessnnnes | oesersessnensseeseseseneseeees 0
18.1  Products liability - OCCUMTENCE........c.cvieiueirieiierirceirirerieirieinines | eirenicieisrneeneissnenees [ ceeereneeieesiseneseseisssenenens | eeesensnsssisesssenesssessssenses | ceeeensssseresssnsnssssesssnnnens | oeersessnessseeseseseneseeees 0
18.2  Products liability - ClaimS-Mad........cceriurirriiiiicieriicrniieies | eririeieerieensrenees [ eeereneeeeneneseesisenenens | eeeeenenesieiseseneseseisssennnes | ceerensenneressensneeresessnnens | oeeeise s 0
19.1,19.2 Private passenger auto liability............ccocoeoerrrnrrnnnieinn [ 18,719,241 | oo | et [ e | e 18,719,241
19.3, 19.4 Commercial auto liability...........ccccooieurrnierricercerieiees [ e [ e [ e 0
21, Auto physical damage.........cccoevrereeneineieeeineeneneeeeee | e 11,439,308 | ..o [ e [ e [ s 11,439,308
22. AINCTaft (Al PEIS).....v.veeeiicieieisceieieice sttt seeisisessneiee [ creteereneerensesenssesesensenes | oeretesnsnsereesssenssesesessnnns | erereisersnssereassnsnesenesessens | seesessessnessessssenssesssesees | seeesserniseneneeeseessenenes 0
230 FIOEIEY. v | s | e [ e [ et | et 0
24. SUFBEY .1ttt sse e snsnseenennes | sesesesetsensansesesesssssnsenens [ eresseseusensnnseresesssnsnnnaes | seeresensussaeansetensnnnntnnens | ereesereresssnnnsnenesnsnsnsnnes | ereseeasereeeseensnseeeaaeas 0
26. BUurglary and theft........ ..o | e neesisneenes [ ceeeseneeieieneneeessnenens | eeieeneneeeisse e eeeasenees | ceeeesesnseesene e | e 0
21. Boiler and MACKINEIY........c.cuiiiririeeccecesreeisiseceienes | eereneeieisisenesenesisenesenes [ ceeeseaseretsenenesesenessenssens | eeisersnsseiesssnsnsseseeessensnes | ceesensssserssnensnssssesssnnns | onseiessensseesesseeneesens 0
28, CrEit...eueececececcc e | e | ceree e | e [ s | e 0
29. INEEIMELONAL ..ot [ et | criereinseeinreennnenseennies | ceteries et | et | et 0
30. Reinsurance - nonproportional asSUMEd PrOPEIMY.........cccccrreiee | eerireeirinrinineennninees [ cerereneerenneneseessnenens | eereneneeesseneseseessensnes | eeeeesenssesssensnssssesssenns | oreesssensssessssessnseeees 0
31. Reinsurance - nonproportional assumed iability............cccococorre | coriniiirnrnniennninies e | e neesesnees | ereeneneseensneesessnens | e 0
32. Reinsurance - nonproportional assumed financial INES..........cc. .o [ e | eernineeesnneseessnees | esereneneessnneesesnens | oresiseneseeseseseeeees 0
33. Aggregate write-ins for other lines of business..........ccocovvvnevees [ e [0 [0 [0 [0 0
34, TOTALS ..o ssessessessnnens | cosensieeennns 30,158,549 | ....coivviiriiriiinns (1 [ (1 [ (O 30,158,549
35. Accrued retrospective premiums DASEA ON EXPEHENCE. ........c.c.rviurureireietrirtieeeeeis ettt seb et e et e e eseeseeeseb e e ssebeeeese s e b e e s s e b et e s e se b et et et et e b nsebe s s esetesnsetabannsasans | eretetesssassesetnsnenesnsnensanns
36. Earned DUt UNDIIEA PIEIMIUMS..........cu ittt b b2+ E A e 28 b £ 28 £ E £ 2R b eb e 2R e R e b4 £ e e se b e b e b a2 e s e s ee et s eb et et s e ses et esnsetabasanans | eresetssssansenntnsnsnesnseentanas
37. Balance (SUM Of LINES 34 thTOUGN 3B)...........c.oviiieeeiiieieeeeie ettt ettt ee et ettt et et et eeeee b et esetetatassetesasaeesesanassetesesasesesenenssereree | orsesecssieiees 30,158,549
DETAILS OF WRITE-INS
3301, 0ttt | eesensent st [ ettt ntenies | cenrensenn s | ettt nnennens | e 0
3302, ettt | eerensent st | ettt entennes | e | et nsennens | e 0
3303, 0ttt | eerentent st | ettt nntenies | e | ettt nnennens | e 0
3398.  Summary of remaining write-ins for Line 33 from overflow page. | .....c.cccocovvvrinninnnne (1 (1 (1 (1 0
3399.  TOTALS (Lines 3301 thru 3303 plus 3398) (Line 33 @bove)........| coorrrnrniiniiins (O (O (O (O 0
(a) By gross premiums is meant the aggregate of all the premiums written in the policies or renewals in force. Are they so returned in this statement? Yes [ X] No[ ].
(b) State here basis of computation used in each case: Pro Rata




Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1B - PREMIUMS WRITTEN

Gross Premiums (Less Return Premiums), Including Policy and Membership Fees Written and Renewed During Year
1

Reinsurance Assumed Reinsurance Ceded °
2 3 4 5 Net Premiums
Direct Written
Business (Cols.1+2+3
Line of Business (@) From Affiliates |From Non-Affiliates|  To Affiliates To Non-Affiliates -4-5)
1. APttt [ et | sressensensensenenenennes | rererenenenenenes | ceressessessensensssseneans | e | e 0
2. AIEA INES.....eveiicieeee e sscsnienisneene | et | ceresssssnsnsernnes [ eerrienen s [ e [ e | s 0
3. Farmowners mUltiple Peril...........ccoirrirnninnieriennnes [ e | [ e [ o [ e | e 0
4. Homeowners Multiple Peril..........ocerrrniirirnncrniieiees | e | [ e [ o [ e | e 0
5. Commercial MUItPIE PEril........c.coirriericrnceenrenniieee e e | e | e [ e [ e 0
6. MOrtgage GUATANTY........ccurericerericicieireeeeeincieisieeeeseseneeeseens | eereereieeseneneesnenens | eeersenenseressnsneesees | eeeeererseseneneeeennnes [ eonesneneeennenenenes | cereeseeesseneneeesnnns | erneresisenenseeaeens 0
8. OCEAN MAMNE.......vuiiieiiiciriieireie st | ceeeinieinrennennens [ errienreennsnnnsnnnes [ eeernnennensensenes | ereensennesnensnnnns | e | oo 0
9. IN[EANA MAMNE.......coiiiiiiiiceecseressreennes | et | erieensiesnss e [ e [ e [ e | o 0
10. Financial QUaranty.........c.coocercrrniennceenceseeesnenees | ereneessneneesenens | e [ ereeeeesenneeesnnes [ eorernnienssneees [ e | e 0
111 Medical malpractice - OCCUITENCE.........cccuvrurererririricerereininiies | eerereieieinenenseeesnnens | eeeireneneeeesennsenees [ reneereenseneneereessnes [ eoeerenensensnenenees | eeeeneeseessnensnsessnnns | orseseesesenenseenennns 0
11.2  Medical malpractice - ClaimS-Made...........cccoeurrrirnnrnrneinins | eerereenrnineennnns | e e [ eoeerrniensnneees [ creseeeeseneneeeenens | erneessnensenennns 0
12. EQrhQUAKE. .....c.ceceeiicicircceeccercceeesseceeisinnnees | cereeieinineneneeninines | e [ e [ ernereeesrnnenen [ creeeeesse s | e 0
13. Group accident and health.............cceeerenncnrcees [ Lo | e | e e [ e 0
14. Credit accident and health (group and individual)............cccooees [eorrrnnii Lo | e | e e [ e 0
15. Other accident and health..............ccoevininnicnnrcnnes [ [ [ [ e | e 0
16. WOrKers' COMPENSAtION. ........c.curiuiieeriieiriricieeeincieierieeesenees. [ ereeiririnenensrnnnees [ eerrnineeenneneeeenns | seeesnenseeesennnens | eeeeeneesessesensnsssesess | orreresenensnsessenenes [ rerereensnsssseesssenees 0
171 Other liability - OCCUITENCE. ........ccueureireieiricierircieericieinineenens | eerereieisinneneesnnens | eeesirenneeesnneees [ reeeeressenenssenensenes [ eoeernneenennnenes | cereeeeseesneneseesnnns | orreeeeesenenseeeennns 0
17.2  Other liability - ClaiMS-Made..........coeiirrriirricrriceriieine | e | e [ e [ [ crerreeerneneeesens | e 0
18.1  Products liability - OCCUMTENCE........c.cvierieiiicinirircieirneceeieens | eererieiennieeennens | e e [ creerrnieesnnenees | cerenrereesneneeeenens | erneesseneneeeenens 0
18.2  Products liability - claims-mMade.........cccoeurrnerrirnniiciniies [ eriresrneennnns | e [ e [ [ e | e 0
19.1,19.2 Private passenger auto liability...........cccocoeevnennncrnncnnciees | e 38,760,195 [...ooveiierrieeieirnines [errrnicnrrnieees [ e | e 7,689 |......... 38,752,506
19.3, 19.4 Commercial auto liability............cceovrrrinerriirecercerneiee | e [ [ e | [ e 0
21, Auto physical damage........cccrevreeeercniniinenereeesenensnees [ e 32,334,802 | .o [ [ | e, 5,084 | ... 32,329,718
22. AINCraft (@ll PEIS).......vurueuririieiririeieieieeisreeieesisieieseieisenees. | eeeeseseseisiseneneerenees | erreerinnseesrnnnes [ cerennnseesnnneees | sereeessenneessenens | oeenenineenss e [ ceereeeee s 0
230 FIGEIEY . eveceeccc e [ e | s | e | | oo | e 0
24. SUFBEY . 1.ttt snsnneeenans | erenetsenensesninssennsnnes [ eeererneseressenennereannns | serereieenenneeasisennnens | eererenereesesensnnnsneaens | ererersenenneeieisenees [ erereere e 0
26. Burglary and theft...........coirecrcerrcencenens | e | e [ e [ [ e | e 0
21. Boiler and MaCKINENY........c.ceuiruririicrieeresrneeeeiseens | e | e [ eeeeeesiseneeennes [ eorernneeesnnenes [ cereseeessneneeenens | e 0
28, CrEIt...eeececrcerecc et enenens [ e | s | e | | oo | e 0
29. INEEMEALONAL ..o | et | erieennise s [ eerreensenniene s [ e [ e | e 0
30. Reinsurance - nonproportional assumed property...........ccccoceee. feeeerenenae XXX e e e | e [ [ 0
31. Reinsurance - nonproportional assumed liability.............c.cccoees Joveerinnae XXX eririee] e e | e [ [ 0
32. Reinsurance - nonproportional assumed financial lines............. J..cooeuc... XXX eririeoe] e e | e [ [ 0
33. Aggregate write-ins for other lines of business...........cccoveovnes [ e, (V1 (V1 (V1 (V1 (V1 0
34, TOTALS....ooiiiiiii e | e 71,094,997 | .o [ I [ I (V] 12,773 | e 71,082,224
DETAILS OF WRITE-INS
3301, e enenenes | et snenennns | e | s [ et | e [ e 0
3302, e enenenes | et nsessnnnns | s | nernereeeeeeens [ et [ e [ e 0
3303, 0t enenenes | rninsineinsenesstnsnnns | s | s [ e | e [ e 0
3398.  Summary of remaining write-ins for Line 33 from overflow page| ........c.cccoeovurenenes (V1 (V1 (V1 (V1 (V1 0
3399.  TOTALS (Lines 3301 thru 3303 plus 3398) (Line 33 above)...... | cooovriiviirinnn. [ [ [ [ [ 0
(a) 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.




Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

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. Fire.........
2. Allied lines........c.ccuueee.
3. Farmowners multiple Pefil...........cooceuerirrnneesce e
4. Homeowners multiple peril
5. Commercial multiple peril..
6. Mortgage guaranty.
8. Ocean marine.....
9. IN[ANA MAMNE........coieiiicice e
10.  Financial gUaranty...........occooeurrneerne e
111 Medical malpractice - occurrence..
11.2  Medical malpractice - claims-made...
12.  Earthquake........cccoooooirriniicicnnnnnn.
13.  Group accident and health
14, Credit accident and health (group and individual)
15. Other accident and health..............ccccecvnnee.
16.  Workers' compensation.....
171 Other liability - occurrence
17.2  Other liability - claims-made...........ccccvrirurnirirnierreeerceeeeeee
18.1  Products liability - OCCUMTENCE. ..........cueueiiereririeirisccieieeieereeieininees [ eerriririnieee s | cereeeneieiseseneesesssneseseseessesnnns | eeieisensssesieessnessseesssenssssesesens | snremseersessnsneessssnsneseseeensQ) [ eersrnmieennensnsesessnesssesesessnns | sesesesssnsneesesessssesesesssssssseesess | ceesessssssesnssesssessssessssssesesnes 0
18.2  Products liability - ClaimS-Made...........ccruriiiririiieririerneesneennins [ [ e | eeesinennessese e seenenens | crrerneenisennneeenennnneseneeens0) [ eirierireee s | sttt eae et | ceeeee ettt eeees 0.
19.1, 19.2 Private passenger auto liability.. ....12,965,020
19.3, 19.4 Commercial auto liability........ . , [ (44,000) ..
21, Auto phySICal dAMAGE. .......cvvureriercrreieiceeseineieeee et sseseeeiesees | reeneseeseeeeniseeens 11,029,506 | ....voevrevrerererrerrerreineineineinees [ e (S 1< 11,028,993 | ..o 1,072,254 .o 344,802 | ..o, 11,756,445
22.  Aircraft (all perils)
23.  Fidelity...............
24.  Surety.............
26.  Burglary and theft...
27.  Boiler and machinery.........ccoceurnieriniirnneereee s
28, GBIt
29.  International...........cccocmieiniininiciees
30.  Reinsurance - nonproportional assumed property....
31.  Reinsurance - nonproportional assumed liability......
32.  Reinsurance - nonproportional assumed financial lines...........c..........
33.  Aggregate write-ins for other lines of busiNess.........cccocovsiiciiicnines
34, TOTALS. ..o
3301, 0eccie sttt | ettt | eeeeet ettt nsenns | ceeeee et | ettt 0 [ [ e | e (U O
3302 0eecc sttt enenes | ettt enees | setest ettt nns [ ceee et | ettt 0 [ e [ e | e (U O
3303, 0eecice sttt enns | ettt | eeete ettt nns | ceee et | ettt 0 [ e [ e | e (U O
3398.  Summary of remaining write-ins for Line 33 from overflow page.......... [ «ooeernniininnniicen [0 R [0 R [0 [0 [0 R [0 R L0 T
3399. Totals (Lines 3301 thru 3303 plus 3398) (Line 33 @bOVe)......ovovinrree | correnieniennisniniisnansnenenennas 0 [ oo s 0 [ oo 0 [ oo 0 [ oo 0 [ oo s 0 [ oo 0 oo
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Annual Statement for the year 2002 of the SPECIALTY RISK 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
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. Fire.........

2. Allied lines........c.cccuueee.

3. Farmowners multiple peril............cocooeeiinirecceene

4. Homeowners multiple peril..........ccoorrirriennicrneerceeecene

5. Commercial MUltiple Peril..........cocerrirrreeseeee s

6. Mortgage gUaranty..........ccveecereeieinirneeeeeeetees s

8. OCEAN MAMNE.......vieeeiciieie et

9. INlaNd MAMNE........coiiie e

10.  Financial guaranty

111 Medical malpractice - OCCUITENCE.........curueeerereririeirrreeieeeeeeeene

11.2  Medical malpractice - claims-made...........cccocoeeurreerniiennceenes

12, EArthQUaKE.......c.ovieeeeicceicec e

13.  Group accident and health.............cccevieiieirnicc

14.  Credit accident and health (group and individual)

15. Other accident and health.............ccoovinininiicc

16.  Workers' compensation.....

171 Other liability - occurrence.

17.2  Other liability - claims-made..

18.1  Products liability - 0CCUITENCE........cvrvieereireirieirirees s

18.2  Products liability - claims-made...........cccerrirrnirrnieeniernnens [ [ e | | e 0 | e s [ e | e [ e

19.1, 19.2 Private passenger auto liability.............cccocoeernceirnenncrcees [ overiiinennn8,486,012 | [ 10T | 6,485,911 | 02,076,348 [ [ 12 | 8,562,247 | ..ovviviieiine 2,139,320
19.3, 19.4 Commercial auto liability...........c.covoeuririirericrrrceccrrnieees [ | [ eerneennnneeesnnesnesnens | cenereissennenesnsnnnneseeeen0 | eveveinnisnnnennnenn 20,0000 [ e 18,000 | e 2,000 | .o 3,782

21, Auto physical damage... .1,485,227 .1,072,254 .331,445
22.  Aircraft (all perils)...

23.  Fidelity...............

24, SUIBLY ..o seennnnes | ettt

26.  Burglary and theft...... ..o | e [ e eeeiens | st

27.  Boiler and MaCKINEIY........ccuiiiururririrecieieesreeieneeenieees | eeeieieire e seeieaeseees [ rreeseieesese et seseieienes | seeeeeenneieie et neees

28, GBIt

29.  International...........ccocvieinieninicics

30.  Reinsurance - nonproportional assumed property....

31.  Reinsurance - nonproportional assumed liability......

32.  Reinsurance - nonproportional assumed financial lines

33.  Aggregate write-ins for other lines of business.........cccococeverieieicee | eevnniininsnnicicisisend 0 [0 | 0 |

34, TOTALS.....ooiiiiiiiiiiiiesisinisnsnssnesssssenssnsnsssssnsnnnens | eonennnnenennennenee 901,239 | o0 |l 170 [ 7,971,069

DETAILS OF WRITE-INS

3301, 0ec et | et [ e | s | s 0 [ e [ | (0 O
3302, 0.t | et [ e | s | s 0 [ e [ | (0 O
3303, 0ee sttt | et [ e | e | s 0 [ e [ | (0 O
3398.  Summary of remaining write-ins for Line 33 from overflow page.....[ ..o [0 T [0 [0 0 [ om0 | e [0 [0 [0 0
3399.  Totals (Lines 3301 thru 3303 plus 3398) (Line 33 8bOVE)......coovvres | worrenreninininininiains 0 [ s 0 [ i 0 [ e 0 i 0 | o 0 [ e 0 [ e 0 [ e 0

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




Annual Statement for the year 2002 of the SPECIALTY RISK 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:
11T DIFECE.ceueeeeee ettt sttt eninns | eeiienienienenes 1,012,959 [ .o [ | e 1,012,959
1.2 REINSUrANCE @SSUME. ..ottt eieniens | ctrtiesnniesnsiesnsiesssiessnieses [ coeteriesesinseisssssss s [ coetnniesnsees e niens | enbeeesisssiss s 0
1.3 ReINSUrANCE CEABA. ..ot ssnienns | cereerinsn e 2717 v et [ e 2,717
1.4 Net claim adjustment services (1.1 + 1.2 = 1.3).c.ccuiriieeceeeeneeeeeens | e 1,010,242 [ .o (0 R (01 1,010,242
2. Commission and brokerage:
2.1 Direct excluding CONtINGENL. ..ot ssesssnesenns | seeesessseeesssseneseseassssnsseses | sreeesssesseneans 1,678,261 [ .o | v 1,678,261
2.2 Reinsurance assumed excluding CONINGEN...........ccciiirriiirircrieteeesieneerinnees | ereereneeieiseseneeeeessenesenes | ereeseseeesssneneseesssenssssesees | seesesesssnsssssssssnssesssssenns | eresesnsssesesssssnenssesssenns 0
2.3 Reinsurance ceded excluding CONtINGENT...........ccoiuruririinrierceeeseeiereeseneenees | e | cereseeeeesenseseeeees 2,523 [ | e 2,523
2.4 CONtNGENt = AIMBCE.......cueeeieeeeicieirre et eb st tsnnnens | eeeeseansesesssssneseseassssnssenes | eerensessessnieanens 14,201 oo [ e 14,201
2.5 Contingent - reiNSUrANCE @SSUMEM.........c.cuririurureiieeeerireirereseieeseseieesssessessseseessssseaesss | eeeesereusensassesesssssnesesesess | neseseusensassesessssssssssessssens | creseessnssesesesssnssnsesnsesnsses | oesessssesesssnsssesesssssnsnes 0
2.6 Contingent - reiNSUrANCE CEAR. ........cururiririeirieirieccieir e eieiseerees e sesissensees | eereiesssseeseiessenssesesesssnnns | creeeessesesesnsnssssesessssssenes | eressesesesssnsnesesssssssnsssens | sesssesesssnsnssesssssnsnssesees 0
2.7 Policy and membErship fEES..........ocrurriiiririiieirrereeiriceteireseseeseeessestsesesiesnne | siesersnsrnesnsssnsnsenssssssenes | orenenrsssssnnnsrsssnsnsnsnrens | seossesessrsnsnsesessssssesensanns | eetesaransnrneesassnanseeseanas 0
2.8 Net commission and brokerage (2.1+2.2-23+24+25-26+2.7).cccccenirevnnnne.
3. Allowances to managers and AgENtS............cceueuruiueureririrerisiseeieeseses et
4. Advertising
5. Boards, bureaus and assOCIations...............ccuricurieiiiinieiir s
6. Surveys and Underwriting FEPOITS..........couricurerieercirirne et
7. Audit Of @SSUMEAS' TECOMTS.........ouiiiiiiiiieciiie ittt eieniesens [ cortieinniesnrie e nes [ ceeetiss sttt ssaes [ coeteteeinsi e niens | enbesni e 0
8. Salary and related items:
8.1 SBIAIMES. ...ttt | et 2,917,553 | oo 7,150,726 | oovereciies 5,833 | .o 10,074,112
8.2 PAYION TAXES.....vreceeeerireereiie ettt et sstnnes | eerteessenesesinsens 213,000 | .o 508,369 | ...verrreerrrirernii 589 | ceverrieiirie 721,958
9. Employee relations and WEIfare.............ccooirurrcirrniereieerreeeiecesseeseseeiseessneens | eereneseissesieennns 388,126 | oo 788,448 | .o X2 1,176,627
10 INSUFANCE. ...ttt ssennis | erbestiesssiesnsissnis s ntssnis | steetesiesnnietnseesnsben b neies | coeniessies st [ et 0
11, DIMECHOTS' EES ...ttt neies | erbetnniesnniesssissnis s | steetessetnsies e b b | coenietsiesnins st [ et 0
12, Travel and travel HEMS........cc.viueerereecineinceneeeeiensesseeesssessssssssssssessssssenssssssssnssnenss | coneeneenneenneenen 246,385 | coviveiiiisiinninnes 171,199 | 3 [ s 417,615
13, Rentand rentitems........ccoiuiiceiiiiriieccee e ssnesniensnienenens | e 033018 [ v 520,833 | ..o 264 | o 854,775
14, EQUIDMENE ..ottt essssssseessssssessssssssssssenssssessssssnesesssnnes. | soneensenssssneenes 196,788 | coviviriiisiinsinns 562,838 | ...cvererrirneiriineieene p{ N I 719,646
15.  Cost or depreciation of EDP equipment and SOftWare...........cccooeerreenerrnnennencnncienns | eomvneneenenneeeen S, 1T | 893,691 | ..o | e 928,462
16.  Printing and Stationery.........cccceriiiriiirrrcescee s eisseeesesssseesnsnenssnenes | coeneneneeenennnnnenn08,027 | i 203,803 | .ecveereeeieirireneeieiens 52 | i 266,882
17. Postage, telephone and telegraph, exchange and express.. .991,256
18, Legal and AUAIING. .....vovueueeriieeieiece ettt sese e snssesnenne | seenensrseessrsnsnsersnsnsnsnnnnes | cerersneieeanneneanas 91,056
19, T0tals (LINES 310 18)....uviiiiiiieieicieieiseeiet s 14,273,566
20. Taxes, licenses and fees:
20.1 State and local insurance taxes deducting guaranty association credits
of §.eeeee Dttt | eestenesestenesentnensentensennnes | seesseensneiaees 1,251,494 [ | e, 1,251,494
20.2. Insurance department liceNSES and fEES.........cceurirurrireirinicieerreesneseiseseeeisnens | e | eereneneeeeeneeen 140,533 [ oo | e 140,533
20.3. Gross guaranty association assessments ....669 |.. ...669
20.4. All other (excluding federal and foreign income and real estate)............ccocoevrernens [ eoennniininninnininise [ e 5,901 [ 5,901
20.5. Total taxes, licenses and fees (20.1 +20.2 + 20.3 + 20.4).......ccceeeeurrrnnnennnes [eorrriniecesnceeens (01 1,398,597 [ .o (01 1,398,597
21, Real ESIate BXPENSES......c.curueiriiicieieicirie ettt sssssesenennnns | neteinrnteteietse e seeteaetennnns [ steeerenseteteeeeseneretetssnnnnnes | erenneretseneneenetense s nenenens | sereretet sttt nenees 0
22, Real StatE tAXES.....coucuieciiiiicc s | et | et | e | e 0
23.  Reimbursements by uninsured accident and health plans.............cccoooerrrniriniiniie | [ e | e | ceeeeisese e 0
24.  Aggregate write-ins for miscellaneous EXPENSES..........ccovurerircererereeneneeeerneeereneeneneeenenens | cosesnsiesesinees 383,222 | oo 179,344 [ .o 868 [ ..o 563,434
25.  Total €XPENSES iNCUIMEM. .......cururiieeireiiieirereseieeseerete ettt snsesesensnsenens | evnsessensnenns 6,226,883 |....c.covveenee 17,541,446 | oo 12,873 | (@)ecerennne 23,781,202
26.  Less unpaid eXpenSES - CUITENE YEAI..........ceureeurereeeeereereeseseesseseeisessssessssssessssesessssssens | oenssessenssnenns 2474547 | oo 1,096,999 [ ..ooviiiiiiierrrcee | v 3,571,546
27.  Add unpaid eXPENSES = PHOT YEAT.......cucereeeeeriecireeieieerirereeeeseseeeeseseeessssesesssssessssssesessssenns | coeisensiesensnenees 432,948 | oo 33,420 .o | e 466,368
28.  Amounts receivable relating to uninsured accident and health plans, prior YEar...........cccoe. | eerrinienrnneicneinens [ [ e | e 0
29. Amounts receivable relating to uninsured accident and health plans, current year...........c.. | ceoooieinnnnininieins | [ | s 0
30. TOTAL EXPENSES PAID (Lines 25 - 26 + 27 = 28 + 29)......cccoevuneurnreenerrnereneesnseensninnes | cevrneesseseenss 4,185,284 |....ccooveennee. 16,477,867 | .ovovvrrcerrieienee 12,873 | 20,676,024
DETAILS OF WRITE-INS
2401. OUTSIDE PROGRAMMING AND IT CHARGES........c.ovvniieineircineiineessiseenesinsssseesnsens | eeneessinsesnseenns 306,578 | ..oovereeeriicienes 142,582 | oo 694 | oo 449,854
2402. OUTSIDE SERVICES.......coiiueeieeeieieeiesinseesessesssessssssssssssssssssssssessssssssssessssssssassns | aeesmssssssssnsssnnes 45,986 [ ..o 21,872 | o L0730 67,962
2403. MISCELLANEOUS EXPENSES........coviuiieirrineinerneesessneesssesessssssessssssessssssssesssesssnsens | aeensessssssnsssases 30,658 [ oo 14,890 [ .o PV [ 45,618
2498. Summary of remaining write-ins for Line 24 from overflow page...........ccocoueueneeeneniennenns [ e (0 R (0 R (0 O 0
2499. Totals (Lines 2401 thru 2403 plus 2498) (LIN 24 @DOVE).......cvurerrurnrenresnesrissessresnessnens | sernnessnssnessionas 383,222 | .o 179,344 | i 868 | coorrerinriinienas 563,434
(a) Includes management fees of $.....19,559,990 to affiliates and §.......... 0 to non-affiliates.
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smaisamarito voazave. SPECIALTY RISK INSURANCE COMPANY
EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. U.S. GOVEIMMENT DONGS.......veieieetetetsie ettt s bbb s bbb e bR b e st bt et nse b et et enenas () 249,358
1.1 Bonds exempt from U.S. tax.. (@) .236,853
1.2 Other bonds (unaffiliated)... . [(@)-....
1.3 Bonds of affiliates....... e (@)
2.1 Preferred stocks (unaffiliated). . |(b).....
2.11 Preferred stocks of affiliates... . [ (D).....
2.2 Common StOCKS (UNGFFIlIALEA)..........eurviirieeeeicieieis ettt nnnns | eiae
221 CommOn StOCKS Of AffIlIALES..........cuieieiiiciricie et | ettt
3. Mortgage loans...............
4. Rl BSTALE ..o | (@)
5. COMITACE I0ANS........ooveiiiitic bbb bbbt | bttt s
6.  Cash/short-term investments..
7. Derivative iNSIUMENS..........coiiiciieiieccee s ssseniessisssnnssensensesnnennneens | (Do
8. Other INVESIEA @SSELS........euiiieiiicic et [ s
9. Aggregate write-ins for INVESIMENT INCOME............cuiuiiiiiicieiciete sttt sesesesensetens | shetstsnsersesssesnnesese st sn e se e
10.  Total gross iNVESTMENT INCOME. ...ttt ettt ettt sttt ettt sn s et et ensnenenenanes | aeee
11, INVESIMENE EXPENSES. ... ceueiriieieeeietetet ettt etete et e bt st es b eb e e se b et s e a8 eE e b e 2 se R e £ e e eseE e b £ e A o8 e e eE A2 A e b e b £ 2R LR e S E A2 s e b e b e 2 s e b e b e S e e seE e b e b L s e b e b e s eeseEeb e b s ae b et e s et e b et ennsntetan
12.  Investment taxes, licenses and fees, excluding federal income taxes.
13, INErest EXPENSE. ....cvvieceeeriicieir e
14.  Depreciation on real estate and other invested assets..

15.  Aggregate write-ins for deductions from investment income.

16.  Total deductions (Lines 11 through 15)........ccccocoveuininnns

17. Net investment incOmMe (LINE 10 MINUS LINE 16)..........c.ouiiuiiiiiieei ittt ettt s et bbb et e s b et ens b et s e ee et enset et ennneea

DETAILS OF WRITE-INS
0907, ettt f Rttt nsennens | wrentent st st s nenee | ettt
0902, <.ttt R Rttt et st ensens | srententent et en e nenes | ettt
0903, .ttt Rttt ettt nsen e | srentent st n e nenes | ettt
0998. Summary of remaining write-ins for Line 9 from OVEIIOW PAGE.......cceururiiieiricer ettt eaenes | ceeeseeeseteas e e bt eb s L0 T 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 BDOVE). ... .. ivuiuiuieiierieiiseiesieenisse sttt enssntnns | oebsessessseseesse et ssesnsansensnes 0 [ s 0
2 OO OO OTN (P
1802, ettt E £ £ £ R4 E R AR R AR RS R SRR RS R Rttt nts | settb bbbt
1803, ettt E R £ £ £ R 4R E AR AR AR R SRR R Rttt nts | seeeb bbbt
1598. Summary of remaining write-ins for Line 15 from OVEITIOW PAGE.........c.ouiiriiiiieieicie ettt snnebesntenennnes | oetetsetetsensansetete s et an e s bese s enas 0
1599. Totals (Lines 1501 thru 1503 pluS 1598) (LINE 15 DOVE). ... cu ettt sttt ettt st sttt st sns e sttt et st et ennssben st sesssssnsensnseessensnnesensnsnssns | forossesssssasansssssssssassnseessssasnna
(a) Includes $.....4,924 accrual of discount less $.....165,564 amortization of premium and less $.....314,422 paid for accrued interest on purchases.
(b) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.
(c) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.
(d) Includes §.......... 0 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.
(e) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.
(f) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.
(9) Includes §.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to segregated and Separate Accounts.
(h) Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
(i) Includes §.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Net Gain or (Loss)
from Change in
Difference Between
Realized Basis Book/
Gain (Loss) Other Increases Adjusted
on Sales Realized (Decreases) by Carrying and
or Maturity Adjustments Adjustment Admitted Values Total

1. U.S. government Donds..........ccceviriernieinnicnncesneeeeees | e 82,399 [ e || e 82,399

1.1 Bonds exempt from U.S. taX.......ccoeriierniiernicennieencneens [ e 34,557 [ e | | e 34,557

1.2 Other bonds (Unaffiliated)...........coeuvverreremreeciinneinins | e 5,265 | ..o | | e | s 5,265

1.3 Bonds Of @ffiliates........covurieeiriiiiicirieciccecnieeens | et || | e | e 0

2.1 Preferred stocks (UNAffiliated)..........ccooeerrriericeiiriiins | | ereneeeinrneenseeees [ e [ e | e 0
2.11 Preferred stocks of affiliates...........c.oevevienenirincniis [ [ [ [ [ 0

2.2 Common stocks (UNAFfiliAted)..........cceurvrirrrieririiirrcieriiins | eeeeirirrieeerreeesiens | cereseeeeseneneeesnnnnenes [ e [ e | e 0
2.21 Common stocks Of affiliates...........ccoveririiriecnienirieiins [ [ [ [ [ 0

3. MOrtgage l0aNS........cvcueeriiirieieicierieesreeieeeneisseeeseeeiens | e | s nnneaes | ceteerennetetee s sereeetsnnnes [ ereeereirenn s | e 0

4. REAIESTALE ... [ e [ e [ e [ e | s 0

5. CONraCE I0ANS........cuciiiiciiieiciricie e | ceietsinsensennene e | et | et | et | e 0

6. Cash/short-term iNVESIMENLS...........cccoviiiciniriiieinieinis | e | et |t | ereesssesssssnnen | correensiensee e 0

7. Derivative INSITUMENES............ciuiriiiriiincniecrennnens | e | et | et | oreesisssssssssssssens | crreesnseesnseesnseesneeeneens 0

8. Other iNVESIEd @SSELS.........cevciiieiiiricicinerererieninieins | et | et | et | et | e 0

9. Aggregate write-ins for capital gains (I0SS€S)........cvreeerererens | eorieiiiiiiiiiiice {0 I [ I [ I [ I 0

10.  Total capital gains (I0SSES)..........ovevrveeeeeriieeiierrieeeieeies [ e 122,221 | oo (O I (O I (U I 122,221

DETAILS OF WRITE-INS

0907, oottt [ seeseent sttt ennennenens [ erteseestene st eneententensennes | cetteneentent sttt nrenne [ eeestentnnt ettt nnens | essens st 0
0902, ..o [ eeeseest sttt estentennenens [ erteneestnneent st eneentensenrennes | certentnntne sttt nrenne [ ereneeneent ettt | estens st 0
0903, ..t [ eeeseent sttt estentennenens [ erteneestane sttt entensennennes | certeneentent sttt nrenne [ ceeeeeneent ettt | eesess st 0
0998. Summary of remaining write-ins for Line 9 from overflow page.. | ...cccocooveinnnicninnns [0 L0 L0 [0 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above).......ccoo | wvviiiiiiiiiiiinnns (O SRR (0 SRR (0 SRR (0 SRR 0

12




Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

EXHIBIT 1 - ANALYSIS OF NONADMITTED ASSETS AND RELATED ITEMS
1 2

End of End of Changes3for Year
Current Year Prior Year (Increase) Decrease
Summary of ltems Page 2, Lines 10 to 17 and 19 t0 23, Column 2.........c.coveurrinerrninnnieennes [ e 631,804 |.covieeeee 45,568 |..coooieieeiric (586,236)
Other Nonadmitted Assets:
2.1 BillS TECEIVADIE........oceeci ettt | etiet ittt | ettt | ettt 0
2.2 Furniture, eqUIPMENt @Nd SUPPHES. .....c.cviuririirrieieiieieirie ettt sesets st snees | eeseseseressesesssessesssssseseessssssnns | seeessesessessnssssesesssnssesesssssassnses | cessesesssnsassesesesassssesesesssasnns 0
2.3 Leasenold IMPrOVEMENLS. .........ccururiiieieiricieiei ettt ettt sese b sss b ssnsesesanas | ceetesssassesessesssesesesnssssssesesesasans | oetessssssesesssnsnesnsnsessssssenssesesanns | sessassesesssssasssesesessssssnsesasannn 0
2.4 Loans on personal security, ENAOTSEA OF NOL............criiiriririiiriricieierierreesiseseieisseeieenes | cerereieerentereistse et sasssssseseees | eresetessensessensssnesessesesssnssenesees | oetetesasassesessessseeseassssssseseeees 0
TOtAl (LINES 2180 2.4)...euceeieieeiieeecieee ettt ss sttt entnnns | eeeseneess e es ettt 0 [ 0 [ 0
Aggregate write-ins for 0ther @SSetS.........c.oiericirce e seeieees | eerersist e (1 163,607 | oo 163,607
Total (Line 1 PIUS LINES 3 NG 4)......cucvuririerrieeircirneesesieeseesnesesesesssesssessssssssssesssessesssesssesssssnsss. | seesseessnsssssssssanssesssns 631,804 [ ..o 209,175 | v (422,629)
DETAILS OF WRITE-INS
0407, OTHER ASSETS......euriuiereeieeseeiseeseesesesessessesssessse st ssasssess st asssesssssas s esssessasssesssesssssasssnsssnsss | sonessessnsssassnessassnessasssessasssnssnns | soessasssmsssnssnsssanssasssnns 163,607 | .evoeerereceererieeierinns 163,607
0402, ..ottt s e en bt n e st enen | rentsest et st ntne st s tensne | seetiest ettt nes | eessent ettt 0
0403, ..ottt f AR en bt n st enen | rentsest et sttt nte s tensne | feetiest ettt sttt nes | oestent ettt 0
0498. Summary of remaining write-ins for Line 4 from overflow page...........ccceveurrinerininirnnrerneees | e (0 OO (0 OO 0
0499. Totals (Lines 0401 thru 0403 plus 0498) (LINE 4 BDOVE)........rvuruureiresresersserssrirsesssnssnsserssssssnssens | cesesssesssssesssssssssssssessssesessacs 0 [, 163,607 | oo 163,607
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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

A.

Summary of Significant Accounting Policies

Accounting Practices

The accompanying statutory-basis financial statements of Specialty Risk Insurance Company (the “Company”) were prepared
on the basis of accounting practices prescribed or permitted by the Ohio Department of Insurance (“DOI"). The Company was
redomesticated from Tennessee to Ohio in 2001.

The Ohio DOI requires insurance companies domiciled in Ohio to prepare their statutory-basis financial statements in
accordance with the National Association of Insurance Commissioners’ (“NAIC") Accounting Practices and Procedures Manual
(“NAIC SAP"), subject to any deviations prescribed or permitted by the Ohio DOI. No deviations from NAIC SAP were used in
preparing these statutory-basis financial statements.

Use of Estimates in the Preparation of the Financial Statements

The Company is required to make estimates and assumptions when preparing its financial statements and accompanying
notes in conformity with NAIC SAP. Actual results may differ from those estimates. Material estimates that are susceptible to
significant changes in the near term include the loss and loss adjustment expense (“LAE") reserves.

Accounting Policies

Insurance premiums written are earned primarily on a pro-rata basis over the period of risk. Unearned premium reserves are
established to cover the unexpired portion of premiums written. The Company offers a variety of payment plans to meet
individual customer needs. Generally, insurance premiums are collected in advance of providing risk coverage, minimizing the
Company'’s exposure to credit risk.

Acquisition costs, such as agents’ commissions, premium taxes and other policy initiation costs are charged to operations as
incurred.

In addition, the Company uses the following accounting policies:
Investments

Cash and cash equivalents include bank accounts and certificates of deposit as well as short-term investments with
original maturities of three months or less that are reported at amortized cost, which approximates market value.

Short-term investments include securities acquired within one year of maturity except for those with original
maturities of three months or less (see cash and cash equivalents above) and are reported at amortized cost, which
approximates market value.

Bond valuations are based on NAIC designations and are generally reported at amortized cost using the scientific
method, which closely approximates the effective interest method. The difference between the original cost and
redemption value of these securities is recognized over the lives of the respective issues and included in net
investment gain.

Common stocks, other than investments in stocks of subsidiaries and affiliates, are reported at values published by
the NAIC, which are generally based on market values. Changes in the NAIC values of these securities are reflected
directly as unrealized gains or losses net of deferred income taxes in statutory surplus.

Nonredeemable preferred stocks are reported at values published by the NAIC, which are generally based on market
values. Changes in the NAIC values of these securities are reflected directly as unrealized gains or losses net of
deferred income taxes in statutory surplus. Redeemable preferred stocks are reported at book value.

The fair values reported on Schedule D are derived from NAIC market prices listed in the NAIC's Valuations of
Securities Manual.

The Company has no investments in mortgage loans.

Loan-backed securities are stated at amortized cost as determined by the estimated value of future cash flows.
Prepayment assumptions for loan-backed securities were obtained from available market data, broker dealer and/or
internal estimates. These assumptions are consistent with current interest rate and economic trends. Significant
changes in estimated cash flows from the original purchase assumptions are accounted for using the retrospective
method, with adjustments taken into investment income earned during the period of adjustment with a corresponding
offset to amortized cost.

The Company has no investments in subsidiaries, controlled and affiliated companies.
The Company has no investments in joint ventures, partnerships, or limited liability companies.
The Company has no investments in derivatives.

The Company enters into reverse repurchase agreements in which it receives cash as collateral for the underlying
securities. The cash collateral received is invested in cash equivalents, and an offsetting liability is established.
There were no open reverse repurchase agreements as of December 31, 2002. The interest expense incurred on
reverse repurchase agreements is netted with the interest income earned on cash equivalents on Schedule E, Part 1.

Realized gains and losses on sales of securities are computed based on the first-in, first-out method.
Loss and LAE Reserves

Loss reserves represent the estimated liability on claims reported to the Company, plus reserves for losses incurred
but not yet reported (“IBNR”). These estimates are reported net of amounts recoverable from salvage and
subrogation. LAE reserves represent the estimated expenses required to settle reported claims and IBNR losses.
Such loss and LAE reserves could be susceptible to significant change in the near term. The Company conducts
extensive reviews each month on portions of its business to help ensure that the Company is meeting its objective of
always having reserves that are adequate, with minimal variation. Results would differ if different assumptions were
made (see Note 24).
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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

2. Accounting Changes and Corrections of Errors
A. Accounting Changes Other than Codification and Correction of Errors
During the current year, the Company discovered errors relating to prior years in the compiling and reporting of the receivable

from parent and affiliates balance and various income and expense items. The table below provides details on the errors. To
correct for these errors, an adjustment was made in the current year on page 4, line 36 and page 2, line 20.

Increase (Decrease)
Description in Surplus
Federal income tax adjustment 1997 $ 1,973
Federal income tax adjustment 1998 42,590
Various income and expense adjustments 1999 (481,640)
Various income and expense adjustments 2000 545,583
Federal income tax adjustment 2001 (3,152)
Total adjustment to surplus $ 105,354
B. Accounting Changes as a Result of Codification

Accounting changes adopted to conform to the provisions of the NAIC SAP are reported as changes in accounting principle.
The cumulative effect of a change in accounting principle is reported as an adjustment to unassigned funds (surplus) in the
period of change. The cumulative effect is the difference between the amount of capital and surplus at the beginning of the
year and the amount of capital and surplus that would have been reported at that date if any new accounting principles had
been applied retroactively for all prior periods. There were no changes due to Codification during 2002 that resulted in
recording a cumulative effect of a change in accounting principle. Details of the 2001 changes are as follows:

Surplus at December 31, 2000 per Annual Statement $13,071,641

Cadification adjustments:

Assets:
Deferred tax asset $377,921
Premium receivable change in non-admitted assets 3,490

Liabilities:
Excess of statutory reserves over statement reserves 110,000
Bad debt reserve (19,521)
Total Codification adjustments 471,890

Surplus at January 1, 2001 per Codification $13,543,531

3. Business Combinations and Goodwill
Not applicable
4. Discontinued Operations
Not applicable
5. Investments
A. Mortgage Loans, Including Mezzanine Real Estate Loans
Not applicable
B. Troubled Debt Restructuring for Creditors
Not applicable
C. Reverse Mortgages
Not applicable
D. Loan-Backed Securities
See Note 1(c) Investments
E. Repurchase Agreements
See Note 1C Investments
6. Joint Ventures, Partnerships and Limited Liability Companies
Not applicable
7. Investment Income
A. Accrued Investment Income

The Company non-admits investment income due and accrued if the amounts are greater than 90 days past due.

B. Amounts Non-admitted
None
8. Derivative Instruments

Not applicable
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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

NOTES TO FINANCIAL STATEMENTS

9. Income Taxes
A. The components of the net deferred tax asset (“DTA”) are as follows:
December 31, December 31,
Description 2002 2001

Gross deferred tax assets $ 2,584,076 $ 441,313
Gross deferred tax liabilities 13,705 41,441
Net deferred tax assets 2,570,371 399,872
Non-admitted deferred tax assets 487,404 --
Admitted deferred tax assets $ 2,082,967 $ 399,872
Increase (decrease) in non-admitted deferred tax assets $ 487,404 $ (22,786)

Unrecognized Deferred Tax Liabilities

Not applicable

Current Tax and Change in Deferred Tax

The significant components of the provision for Federal income tax are as follows:

Description 2002 2001

Current income tax expense $ 1,259,280 $ 867,435
Prior year underaccrual (overaccrual) (1,125) (106,249)
Current income taxes incurred $ 1,258,155 $ 761,186

The significant components of the DTAs and deferred tax liabilities (“DTLs") are as follows:
DTAs Resulting from Statutory/Tax December 31, December 31,
Difference in 2002 2001 Change
Unpaid losses and LAE $ 348,487 $ 103,499 $ 244,988
Unearned premiums 2,133,045 251,419 1,881,626
Non-admitted assets 50,540 73,211 (22,671)
Non-deductible reserves 52,004 13,184 38,820
Gross deferred tax assets $ 2,584,076 $ 441,313 $ 2,142,763
Non-admitted deferred tax assets $ 487,404 $ - $ 487,404
DTLs Resulting from Statutory/Tax December 31, December 31,
Difference in 2002 2001 Change
Bond market discount $ 3,243 $ 2,340 903
Salvage and subrogation 10,462 39,101 (28,639)
Gross deferred tax liabilities $ 13,705 $ 41,441 $ (27,736)

The change in net deferred income taxes is comprised of the following (this analysis excludes non-admitted assets; the change
in non-admitted assets is reported separately from the change in net deferred income taxes in the Underwriting and Investment

Exhibit):
December 31, December 31,
Description 2002 2001 Change
Total deferred tax assets $ 2,584,076 $ 441,313 $ 2,142,763
Total deferred tax liabilities 13,705 41,441 (27,736)
Net deferred tax asset (liability) $ 2,570,371 $ 399,872 $ 2,170,499
Tax effect of unrealized gains (losses) --
Change in net deferred income tax $ 2,170,499
D. Reconciliation of Federal Income Tax Rate to Actual Effective Rate

The provision for Federal income tax in the accompanying Underwriting and Investment Exhibit differs from the statutory rate.
The significant statutory to tax adjustments are as follows:

Tax Effect at
Description Amount 35%
Provision computed at statutory rate $ (770,286) (35)%
Exempt interest income (156,655) (@)
Other 438 -
Total $ (926,503) (42)%
Federal and foreign income taxes incurred $ 1,258,155 57 %
Change in net deferred income taxes (2,170,499) (98)
Change in deferred from non-admitted assets
and intercompany gains (losses) (22,671) 1)
Other miscellaneous adjustments 8,512 -
Total statutory income taxes $ (926,503) (42)%
E. Operating Loss and Tax Credit Carryforwards
1) The Company has no operating loss or tax credit carryforwards available for tax purposes.
2) The amount of Federal income taxes incurred and available for recoupment by the Company in the event of future

net losses is equal to approximately $1,259,280 for the current tax year and $830,930 for the first preceding year.
The amounts that can be recouped may be subject to the alternative minimum tax rules, and therefore may be
limited.

F. Consolidated Federal Income Tax Retun
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NOTES TO FINANCIAL STATEMENTS

10.

11.

12.

13.

1) The Company’s Federal income tax return is consolidated with The Progressive Corporation ("TPC"), a publicly
traded holding company incorporated in Ohio, and all of its wholly-owned United States subsidiaries (the "Group") as
detailed in Schedule Y, Part 1.

2) The method of allocation between the companies is subject to written agreement and is jointly approved by an officer
of TPC and the Company. The allocation is based upon separate tax return calculations with current credit for net
losses or other items utilized in the consolidated tax return. Intercompany tax balances are settled quarterly.

Information Concerning Parent, Subsidiaries and Affiliates

A,B,C.

Debt

Details of Material Transactions

The Company received a capital contribution of $11,500,000 from Progressive Home Insurance Company (“Home”), an
insurance affiliate domiciled in Ohio (see Note 10G), in 2002.

All significant 2002 transactions by the Company or any affiliated insurer with any affiliate are summarized in Schedule Y,
Part 2.

Amounts Due to or from Related Parties

At December 31, 2002, the Company reported an $11,220,881 net receivable from parent and affiliates. This balance is due to
the timing of security purchases and cash collections and disbursements under the Group’s centralized cash management
system and the reinsurance and management agreements in which the Company participates. Included in this amount is a
$1,154,663 payable to TPC for the Company’s Federal income tax liability, which is reported separately on page 3, line 19. The
intercompany balances are settled quarterly.

Guarantees or Contingencies for Related Parties

Not applicable

Management and Service Agreements

The Company does not have employees or facilities. Management and operations services are provided under a management
agreement with Midland Risk Services, Inc., a non-insurance affiliate. Under the terms of the agreement, the Company is
provided underwriting services for business produced in exchange for a management fee based on the Company’s use of
services.

The Company participates in a management services agreement with Progressive Casualty Insurance Company, an insurance
affiliate domiciled in Ohio. Under the terms of the agreement, the Company is provided underwriting and loss adjustment
services for business produced in exchange for a management fee based on its use of services.

The Company participates in general agency agreements with Midland Risk Services — Arizona, Inc., a non-insurance affiliate,
and Midland Risk Services, Inc. Under the terms of the agreements, the Company is provided underwriting services for
business produced in exchange for a commission.

The Company participates in an investment services agreement with Progressive Capital Management Corp., a non-insurance
affiliate. Under the terms of the agreement, the Company is provided investment and capital management services in
exchange for an investment management fee based on its use of services.

Nature of Control Relationship

All outstanding shares of the Company are owned by Home. The structure of the holding company organization is shown on
Schedule Y, Part 1.

Amount Deducted for Investment in Upstream Company

Not applicable

Detail of Investments in Affiliates Greater than 10% of Admitted Assets

Not applicable

Writedown for Impairments of Investments in Subsidiary, Controlled or Affiliated Companies

Not applicable

Not applicable

Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefits

The Company has no direct payroll (see Note 10F).

Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations

A

Outstanding Shares

The Company has 50,000 shares of $100 par value common stock authorized and 26,500 shares issued and outstanding. The
Company has no preferred stock authorized, issued or outstanding.

Dividend Rate of Preferred Stock

Not applicable

Dividend Restrictions

Based on the dividend laws currently in effect, the maximum amount of dividends the Company can pay to Home in 2003
without prior regulatory approval from the Ohio DOl is limited to the greater of 10% of policyholders’ surplus at December 31,

2002 or the net income for the year 2002, not to exceed earned surplus. Accordingly, the Company may pay dividends of
$2,521,388 in 2003 without prior approval.

Within the limitation described above, there are no restrictions placed on the portion of Company profits that may be paid as
ordinary dividends to stockholders.
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NOTES TO FINANCIAL STATEMENTS

14.

15.

16.

17.

Mutual Surplus Advances

Not applicable

Company Stock Held for Special Purposes
None

Changes in Special Surplus Funds

Not applicable

Changes in Unassigned Funds (surplus)

Unassigned funds (surplus) have been impacted by the following:

Cumulative Increase

Description (Decrease) in Surplus
Unrealized gain (loss) net of deferred income taxes $ --
Non-admitted assets (631,804)
Provision for reinsurance -
Total $ (631,804)

Surplus Notes
Not applicable
Quasi Reorganizations

Not applicable

Contingencies

A.

Leases

Contingent Commitments
None
Guaranty Fund and Other Assessments

The Company is subject to state guaranty fund and other assessments by the states in which it writes business. State
guaranty fund assessments are accrued at the time of any known insolvencies. Other assessments are accrued either at the
time of assessment or at the time the premiums are written. These accruals are based on information received from the states
in which the Company writes business and may change due to many factors including the Company’s share of the ultimate cost
of current insolvencies. As of December 31, 2002, the Company’s estimated liability for state guaranty fund and other
assessments is not material.

Gain Contingencies
None
All Other Contingencies

The Company is nhamed as a defendant in various lawsuits generally relating to its insurance operations. All legal actions
relating to claims made under insurance policies are considered by the Company in establishing its loss and LAE reserves.

Several of the Company'’s insurance affiliates are currently defending lawsuits involving worker classification issues. These
lawsuits challenge the Company’s insurance affiliates’ exempt employee classification under the federal Fair Labor Standards
Act and/or various state laws. In November 2002, the Company’s insurance affiliates reached an agreement to settle their
lawsuit relating to the classification of their California claims employees as exempt workers for purposes of state wage and hour
laws for an amount not to exceed $10 million. The Company’s net exposure to this settlement will be determined by its
participation in the management agreement with Casualty (see Note 10F). This class action lawsuit was based on
California-specific law. The Company'’s insurance affiliates continue to believe that their classification of claims representatives
as exempt workers is appropriate under federal law. Accordingly, the Company’s insurance affiliates do not consider a loss
from the remaining cases to be probable and estimable at this time.

Not applicable

Information About Financial Instruments With Off-Balance Sheet Risk And With Concentrations of Credit Risk

A.

Financial Instruments With Off-Balance Sheet Risk
The Company has no financial instruments with off-balance sheet risk.
The Company has no derivative financial instruments.

Financial Instruments with Concentrations of Credit Risk

Not applicable

Sale, Transfer, and Servicing of Financial Assets and Extinguishments of Liabilities

A

Transfers of Receivables Reported as Sales
Not applicable

Transfers and Servicing of Financial Assets
Not applicable

Wash Sales

The Company had no wash sales of securities with a NAIC rating of 3 or below during the year.
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NOTES TO FINANCIAL STATEMENTS

18. Gain or Loss from Uninsured Accident and Health Plans and the Uninsured Portion of Partially Insured Plans

Not applicable
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NOTES TO FINANCIAL STATEMENTS

19.

20.

21.

22.

Direct Premiums Written/Produced by Managing General Agents/Third Party Administrators
Not applicable
Other Items
A. Extraordinary Items
Not applicable
B. Troubled Debt Restructuring for Debtors
Not applicable
C. Other Disclosures

At December 31, 2002 and 2001, bonds at the amortized cost of $2,619,836 and $2,825,812, respectively, were on deposit with
various regulatory agencies to meet statutory requirements.

D. Uncollectible Premiums Receivable

The Company routinely assesses the collectibility of premiums receivable and records a bad debt reserve for amounts
exceeding the non-admitted balance that the Company believes are uncollectible.

E. Reinsurance Accounted for as a Deposit
Not applicable

F. Multiple Peril Crop Insurance
Not applicable

G. Mezzanine Real Estate Loans
Not applicable

H. Health Care Receivables
Not applicable

l. September 11 Events
TPC's exposure to risk as a result of the terrorist attacks on September 11, 2001 was very limited. In the days after September
11, TPC experienced some slowdown in new business applications and also saw a decline in claims frequency. TPC had less
than 100 related auto claims reported in New York.

J. Real Estate
Not applicable

K. Participating Policies
Not applicable

L. Premium Deficiency Reserves
The Company anticipates investment income as a factor in the premium deficiency calculation, in accordance with Statement
of Statutory Accounting Principles (“SSAP”) No. 53, Property-Casualty Contracts-Premiums. As of December 31, 2002, the
Company has not recorded a premium deficiency reserve.

M. Noncash Transactions
Not applicable

N. Agents’ Balances Certification, Florida Statute 625.012 (5):

The Company reported net admitted premiums and agents’ balances in course of collection of $1,452,102 at December 31,
2002. Of this amount there were no premiums due from a controlled or controlling person as defined in Florida statute 625.012

(5).
Events Subsequent
Not applicable

Reinsurance

A. Unsecured Reinsurance Recoverables
None
B. Reinsurance Recoverable in Dispute
None
C. Reinsurance Assumed and Ceded (all amounts in 000’s)
1) The table below summarizes ceded and assumed unearned premiums and the related commission equity at

December 31, 2002.

ASSUMED CEDED ASSUMED LESS CEDED
Unearned | Commission Unearned Commission Unearned Commission
Premiums Equity Premiums Equity Premiums Equity
Affiliates $ -l $ - $ - $ - % - $ --
All Other - - 7| 2 ) )
Totals $ - $ -1 $ 7 8% 2 $ N $ (2)
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23.

24.

25.

26.

27.

28.

29.

30.

31.

| Direct Unearned Premium Reserve is $30,165

2) The Company has no return commission or profit sharing arrangements.
D. Uncollectible Reinsurance

None
E. Commutation of Ceded Reinsurance

In September 2001 the Company agreed to commute its reinsurance agreement with GE Reinsurance Corporation (“GE”). GE
reinsured the Company’s private passenger auto business under a quota-share reinsurance agreement beginning September
30, 1995 and ending December 31, 1998. The Company received $24,018 in cash for the return of loss and LAE reserves of
$19,628.

F. Retroactive Reinsurance
None

Retrospectively Rated Contracts and Contracts Subject to Redetermination

Not applicable

Change in Incurred Losses and Loss Adjustment Expenses

Reserves for incurred losses and LAE attributable to insured events of prior years have decreased by $221,000 in 2002 as a result of

reestimation of unpaid losses and LAE. The decrease is generally the result of ongoing analysis of recent loss development trends.

Original estimates are increased or decreased as additional information becomes known regarding individual claims.

Intercompany Pooling Arrangement

Not applicable

Structured Settlements

Not applicable

High Deductibles

Not applicable

Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses

Not applicable

Asbestos/Environmental Reserves

Not applicable

Subscriber Savings Accounts

Not applicable

Financial Guaranty Insurance Exposures

Not applicable
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
1 2 3 4
Investment Categories Amount Percentage Amount Percentage
1. Bonds:
1.1 ULS. HrASUNY SECUMHIES. ... vuveeeeececicieietee ettt ensennenins | crersennns 5,231,746 | ... 122 | e 5,231,746 | ..o 12.2
1.2 U.S. government agency and corporate obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. gOVErNMENt @GENCIES.........cururuiriiriririieiriricieisne et sessetessesensssssenenes | seseseisssssnsesssssssnnsens | ceenessseeennnns 0.0 [ | e 0.0
1.22 Issued by U.S. government SpONSOred @gENCIES.........ccurviururercrrureiininiriieieereeiseseseeesesssseeseseseesessees | ereneseenes 4245817 | oo 9.9 [ . 4245817 | oo 9.9
1.3 Foreign government (including Canada, excluding mortgage-backed SECUItIES).........c.coeurerirereeerniennns [ errnieesnneneenns | cereeenienns 0.0 [ | e 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general obligations.............ccevernereennienneierneenceences | eeeeens 29,847,995 | .............. 69.5 | ......... 29,847,995 | .............. 69.5
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations... | ..........cccoeoevrnnces | covirerrinnnn. 0.0 [ | e 0.0
1.43 Revenue and assessment 0bligations............cceoiueriririniiinrne e eeieennnnes | reneneeees 2,763,975 | oo 6.4 | ........... 2,763,975 | oo 6.4
1.44 Industrial development and similar OblIGAtioNS.............ceuriiirirriirrces s | e e | e 0.0 [ | e 0.0
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Guaranteed by GNMA ..ot essessessssssensnee | oeseesinssnssassessassensens | oersesensennens 0.0 [cviiiirieen [ e 0.0
1.512 Issued by FNMA @nd FHLMC ...t ssessssssssssssessessenenns | seensssssssssssessessensenss | ceessessnnnenns 0.0 [cveiiirccene [ e 0.0
1,513 PrIVALEIY ISSUBH. .....coviicieieece ittt nss e nenns [ eesnsesesssnsnnnnsennsnnnes | coeeeensneneenes 0.0 [ | e 0.0
1.52 CMOs and REMICs:
1.521 Issued by FNMA @nd FHLMC ... cisssssessessssessessssessesenenns | sesesssssssssssessessessenss | ceeesersnnnenns 0.0 [cviiiirieen [ e 0.0
1.522 Privately issued and collateralized by MBS issued or guaranteed by
GNMA, FNMA OF FHLMC.......ccooiititiiieiciecese et sssssssssssnsssssssennes | seessssssssassessessensenses | onseessnnsennns 0.0 [cviiiirieen [ e 0.0
1.523 Al Other Privately ISSUBM............cururiiieiriricieie et enensenes [ eeeenseseessssnensesessnnes | coeeeeneneneenes 0.0 [ | e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO)........ccoccoevienncennennns | cerrineeene 580,726 | ..coovrunnne. 14 | e 580,726 | ..coovrennne. 1.4
2.2 Unaffiliated fOreign SECUMHIES. ........c.eueiieeiriricieeeiecieie ettt sse e esensenes [ eesensesesssnsseseneansennns | coeeeenenennenes 0.0 [ | e 0.0
2.3 AFfilIated SECUMHIES.......ouivieciciieciie e sneessniens | ereesnneesnsiesnnessnnienns | creesninnienan 0.0 |eeirerenerene | v, 0.0
3. Equity interests:
3.1 Investments in MUUAI FUNAS..........coiiiiiiciiiiie et sniens | ereeisniesnseesnnessnneenes | creseinnienans 0.0 oo | v, 0.0
3.2 Preferred stocks:
321 ATFIBEEA. ...ttt nennee | enteneessnnsessensensennens | erenrenenns 0.0 [cviiiirieen [ e 0.0
322 UNGIlIAIE. ..ottt nenee | enteseensnseessensensennens | erenrenenins 0.0 [cviiiirieen [ e 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 ATFIBEEA. ...ttt nennes | enteneesenssessensennennens | erenrenenns 0.0 [cviiiirieen [ e 0.0
3.32 UNGIlIAIE. .....eocveiei sttt enee | erteneesssseessensennenens | eeenenenns 0.0 [cviiiirieen [ e 0.0
3.4 Other equity securities:
34T ATFITBEEA. ... vttt nennes | erteneesssnsessensensennens | eerenrenennns 0.0 [cviiiirieen [ e 0.0
342 UNGIIALEM. ..ottt nenes | enteseesssseessensensennens | erenrenenns 0.0 [cviiiirieen [ e 0.0
3.5 Other equity interests including tangible personal property under lease:
351 ATFIBEEA. ...ttt nennes | enteneessnseessensennennens | erenrenennns 0.0 [cveiiirccene [ e 0.0
352 UNGIlIALE. .....coocveieiri sttt nenee | erteneessnssensensennennens | erenrenenns 0.0 [cveiiirccene [ e 0.0
4. Mortgage loans:
4.1 Construction and [and deVeIOPMENL..........c.coiiruririirrreeieiecee et sssesenennes | eeretetsenennsenssssseneens | ceenrneseeeennns 0.0 [ | e 0.0
4.2 AGHCUIUIAL ...ttt n bbb se b esenne bt nnnenans | nnreteteennanneretennnnnnns | eenreneeenanas 0.0 [ | e 0.0
4.3 Single family residential PrOPEIHES. ........c.ciiueirriiierciee ettt snse e nnnnnens | nnsetessenssnsenesenssnnens | ceenreneeeennns 0.0 [ | e 0.0
4.4 Multifamily residential PrOPEIIES. .........ceuriruruerriieirrieieieicie ettt ssse s nnsetens | neretessenesnsensssesennens | ceeneeeseeennnns 0.0 [ | e 0.0
4.5 COMMETCIAI IOANS.........cuieiiiiciiieii ettt | ceetnienninneienniennns | s 0.0 |eeirerenerene | v, 0.0
5. Real estate investments:
5.1 Property 0CCUPIEA DY COMPANY.........cuiiiiuiururiniieiririeieirecieteise et esei s sss ettt es b bt ss s ensssesesnnnns | eesessesesssnssssnsesnssnnes | coeeeensneneenes 0.0 [ | e 0.0
5.2 Property held for production of income (includes §$.......... 0 of property acquired in satisfaction of debt)......... | .ceerrieininnnices | e 0.0 [ | e 0.0
5.3 Property held for sale ($......... 0 including property acquired in satisfaction of debt)..........c.cocoerernierneines | e | e 0.0 [ | e 0.0
8. PONCY I08NS...... ettt ettt st ettt bt sene bt enntetenans | sererereteennnnnetetenannns | creereneneneiees 0.0 [ | e 0.0
7. ReCEIVADIES fOr SECUMIES..........ouiveiiiieiii st nies | ereesrnins e 483 | v 0.0 | 483 | v 0.0
8. Cash and Short-term iNVESIMENTS............ccoiiiiiiic s | ceeeeienieees 270,000 | ..ovovrrrinnes 0.6 | v 270,000 | ..coooirrrinnes 0.6
9. Other iNVESIEA @SSELS..........iuiiiiiiieici ettt ceneenne | eieninisnene s | cerreen s 0.0 | | v, 0.0
10, TOtal INVESIE BSSEES. ...ttt eninnes | crenins 42,940,342 | ........... 100.0 | ......... 42,940,342 | ........... 100.0
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1.1

2.1

22

3.1

32

33

34

41

4.2

5.1

5.2

6.1

6.2

71

7.2

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[ ] NAT ]

State regulating? OHIO

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[ 1] No[X]

If yes, date of change:

If not previously filed, furnish herewith a certified copy of the instrument as amended.

State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/1998

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. 12/31/1998

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). 06/21/2001

By what department or departments? TENNESSEE

During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination

thereof under a 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[ 1] No[X]

412 renewals? Yes[ 1] 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:

4.21 sales of new business? Yes[ 1] No[X]
4.22 renewals? Yes[ 1] No[X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ 1] 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 Company 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? (You need not report an action, either formal or informal, if a
confidentiality clause is part of the agreement.) Yes[ 1] 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,
7.21 State the percentage of foreign control. 0.000 %

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
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s veyearzaive. SPECIALTY RISK INSURANCE COMPANY
GENERAL INTERROGATORIES (continued)

8. Whatis the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
PricewaterhouseCoopers, LLP

BP Tower, 27th Floor 200 Public Square Cleveland, OH 44114-2301

9. Whatis the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with a(n) actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Allan R. Neis, Corporate Actuary, FCAS, MAAA

6300 Wilson Mills Rd. Mayfield Village, OH 44143

10. FORUNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:

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

10.2 Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
10.3 Have there been any changes made to any of the trust indentures during the year?

10.4 If answer to (10.3) is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

11. s the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?

12.  Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

13. 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 which is in or is likely to conflict with the official duties
of such person?

FINANCIAL

14.1 Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):
14.11 To directors or other officers
14.12 To stockholders not officers
14.13 Trustees, supreme or grand (Fraternal only)
14.2 Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
14.21 To directors or other officers
14.22 To stockholders not officers
14.23 Trustees, supreme or grand (Fraternal only)

15.1 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?

15.2 If yes, state the amount thereof at December 31 of the current year:
15.21 Rented from others
15.22 Borrowed from others
15.23 Leased from others

15.24 Other

Disclose in the Notes to Financial the nature of each obligation.

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

16.2 If answer is yes:
16.21 Amount paid as losses or risk adjustment
16.22 Amount paid as expenses

16.23 Other amounts paid

17

Yes[ 1]
Yes[ 1]

No[ ]

Yes[X]

Yes[X]

Yes[X]

Yes[ 1]

No[ ]

NAT ]

No[ ]

No[ ]

No[ ]

No[X]
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17.

18.1

18.2

19.1

19.2

19.3

194

20.1

20.2

211

21.2

22.

GENERAL INTERROGATORIES (continued)

INVESTMENT

List the following capital stock information for the reporting entity:

1 2 3 4

5

6

Number of Shares Number of Shares Par Value Redemption Price Is Dividend Are Dividends
Class Authorized Outstanding Per Share If Callable Rate Limited? Cumulative?

Prefermred........oeeeies [ o [ e [ | s LYes[ ...
COMMON. ... | v 50,000.000 f..ccccoovnnne. 26,500.000 [...ooiiiiiiiiinnnns 100.00 [...ccco.ee. XXX [ XXX PO, S XXX XXX....

No[ X] Yes[ ]....No[ XI.

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, except as shown by Schedule E-Part 2-Special Deposits?

If no, give full and complete information relating thereto.

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, except as shown on Schedule E-Part 2-Special Deposits, 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 15.1)

If yes, state the amount thereof at December 31 of the current year:
19.21 Loaned to others

19.22 Subject to repurchase agreements

19.23 Subject to reverse repurchase agreements

19.24 Subject to dollar repurchase agreements

19.25 Subject to reverse dollar repurchase agreements

19.26 Pledged as collateral

19.27 Placed under option agreements

19.28 Letter stock or securities restricted as to sale

19.29 Other

For each category above, if any of these assets are held by others, identify by whom held:
19.31

19.32

19.33 SEE ATTACHED

19.34

19.35

19.36

19.37

19.38

19.39

For categories (19.21) and (19.23) above, and for any securities that were made available for use by another person during the period covered
by this statement, attach a schedule as shown in the instructions to the annual statement.

For category (19.28) provide the following:

1 2
Nature of Restriction Description

Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?

If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
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?

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

Excluding items in Schedule E, 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 Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook?

22.01 For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

Yes[ ] No[X]

Yes[ ] No[ ]  NA[X]

Yes[X] No[ ]

1 2
Name of Custodian(s) Custodian's Address
THE BANK OF NEW YORK ONE WALL STREET 14TH FLOOR NEW YORK, NY 10286
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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

GENERAL INTERROGATORIES (continued)
INVESTMENT

22.02 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)
NONE
22.03 Have there been any changes, including name changes, in the custodian(s) identified in 22.01 during the current year? Yes[ ] No[X]

22.04 If yes, give full and complete information relating thereto:

1 2 3 4
0ld Custodian New Custodian Date of Change Reason

22.05 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
NONE
OTHER
23.1 Amount of payments to Trade Associations, Service Organizations and Statistical or Rating Bureaus, if any? B 1,142

23.2 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
NATIONAL ASSOCIATION OF INDEPENDENT INSURERS 1,142
24.1 Amount of payments for legal expenses, if any? B 0

24.2 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
25.1 Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? B 0

25.2 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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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

GENERAL INTERROGATORIES (continued)
Part 2 - Property and Casualty Interrogatories

1.1 Does the reporting entity have any direct Medicare Supplement Insurance in force?

1.2 If yes, indicate premium earned on U.S. business only.

1.3 What portion of item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding:

1.4 Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
1.5 Indicate total incurred claims on all Medicare Supplement insurance.
1.6 Individual policies:

Most current three years:

1.61  Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives
1.7 Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:

1.74  Total premium earned G 0
1.75 Total incurred claims B 0
1.76 Numberof coveredlives 0
2.1 Does the reporting entity issue both participating and non-participating policies? Yes[ 1] No[X]
2.2 If yes, state the amount of calendar year premiums written on:
2.21 Participating e 0
2.22  Non-participating policies G 0
3. For Mutual Reporting Entities and Reciprocal Exchange only:
3.1 Does the reporting entity issue assessable policies? Yes[ 1] No[ ]
3.2 Does the reporting entity issue non-assessable policies? Yes[ 1] No[ ]
3.3 If assessable policies are issued, what is the extent of the contingent liability of the policyholders? ~——— 0.0 %
3.4 Total amount of assessments paid or ordered to be paid during the year on deposit notes or contingent premiums. G 0
4. For Reciprocal Exchanges only:
4.1 Does the exchange appoint local agents? Yes[ 1] No[ ]
4.2 |Ifyes, is the commission paid:
4.21 Out of Attorney's-in-fact compensation Yes[ 1] No[ ] NAT ]
4.22 As adirect expense of the exchange Yes[ 1] No[ ] NAT[ ]

4.3 What expenses of the exchange are not paid out of the compensation of the Attorney-in-fact?

4.4 Has any Attorney-in-fact compensation, contingent on fulfillment of certain conditions been deferred? Yes[ 1] No[ ]
4.5 If yes, give full information:

5.1 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 write Workers' Compensation Insurance.

5.2 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's probable maximum loss (PML) is estimated by analyzing historical major occurrences and estimating frequency of loss and severity
based on the potential force of an occurrence and the total number of autos exposed. The estimate of the PML was made exclusively by Progressive
employees. The company has exposures in the catastrophe prone state of California. The estimate of the PML is approximately 18% of the total surplus.

5.3 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 property insurance loss?
The primary property coverage sold by the company is auto comprehensive. Since the company's estimated PML is less than 20% of the surplus,
the company carries no external reinsurance to cover their limited catastrophe exposure.

5.4 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[ 1] No[X]
5.5 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.

NONE

6.1 Has the reporting entity reinsured any risk with any other entity under a quota share reinsurance contract which includes a provision which 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[ 1] No[X]
6.2 |If yes, indicate the number of reinsurance contracts containing such provisions. s
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71

7.2

9.1
9.2

10.

o

10.2
10.3

10.4

10.5

10.6

1.1
1.2
1.3
12.1
12.2
12.3
13.1
13.2

14.1

14.2

15.1

GENERAL INTERROGATORIES (continued)

Part 2 - Property and Casualty Interrogatories (continued)

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?
If yes, give full information:

If the reporting entity has assumed risks from another entity, there should be a charged on account of such reinsurances 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[ 1]
Has this reporting entity guaranteed policies issued by any other reporting entity and now in force?

If yes, give full information:

If the reporting entity recorded accrued retrospective premiums on insurance contracts on Line 10.3 of the assets schedule, Page 2, state the amount of corresponding

liabilities recorded for:

10.11 Unpaid losses

10.12 Unpaid underwriting expenses (including loss adjustment expenses)

Of the amount on Line 10.3 of the asset schedule, Page 2, state the amount which is secured by letters of credit, collateral and other funds:

If the reporting entity underwrites commercial insurance risks, such as workers' compensation, are premium or promissory notes accepted from its insureds
covering unpaid premiums and/or unpaid losses? Yes[ 1]
If yes, provide the range of interest rates charged under such notes during the period covered by this statement:

10.41 From

10.42 To

Are letters of credit or collateral and other funds received from insureds being utilized by the reporting entity to secure premium 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?

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

10.61 Letters of credit

10.62 Collateral and other funds

What amount of installment notes is owned and now held by the reporting entity?

Have any of these notes been hypothecated, sold or used in any manner as security for money loaned within the past year?

If yes, what amount?

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?

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 this amount.

Has the reporting entity guaranteed any financed premium accounts?

If yes, give full information:

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly?
14.11 Name of real estate holding company

14.12 Number of parcels involved
14.13 Total book/adjusted carrying value
If yes, provide explanation

Does the reporting entity write any warranty business?

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

15.11 Home.....cvovviiiiscccc
15.12 Products.........cccoeeurinirrnencnene
15.13 Automobile.........ccovevvrerierunenn.
15.14 Other*........ocovevvvvevcvrnininn.
* Disclose type of coverage: ..............
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Yes[ 1] No[X]
No[ ] N/A[X]
Yes[ 1] No[X]
$eeeeree s 0
$eeeeree s 0
$eeeeree s 0
No[X] N/AT ]
............................ 0.0 %
............................ 0.0 %
Yes[ 1] No[X]
$eeeeree s 0
$eeeeree s 0
$eeeeree s 0
Yes[ 1] No[X]
$eeeeree s 0
E 500,000
Yes[ 1] No[X]
.................................. 0
Yes[ 1] No[X]
Yes[ 1] No[X]
.................................. 0
$eeeeree s 0
Yes[ 1] No[X]



smaisamarito voazave. SPECIALTY RISK INSURANCE COMPANY
FIVE-YEAR HISTORICAL DATA

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

1
2002

2
2001

3
2000

1999

1998

AN

10.
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.

Gross Premiums Written
(Page 8, Part 1B, Cols. 1,2 & 3)

Liability lines (Lines 11.1, 11.2, 16, 17.1, 17.2, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4).......cecrvvnne.
Property lines (LiNeS 1,2, 9, 12, 21 & 26)......cceueureriririeirinecieieine st seneees
Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27)
All other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29 & 33)...
Non-proportional reinsurance lines (Lines 30, 31 & 32).......cueurrrnninnieeneeeeeeseeeeieens
TOtAl (LINE 4.ttt

Net Premiums Written
(Page 8, Part 1B, Col. 6)

Liability lines (Lines 11.1, 11.2, 16, 17.1, 17.2, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4).......cccrvvnne.
Property lines (LiNeS 1,2, 9, 12, 21 & 26)......cceururiiuririeirinecieeineieisene e seneees

Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27). .
All other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29 & 33).......ccrvvvrnrirceererirereeceneineeenns
Non-proportional reinsurance lines (Lines 30, 31 & 32).......cueurrrnninnieeneeeeeeseeeeieens
TOtAl (LINE 4.ttt
Statement of Income

(Page 4)

Net underwriting gain (LOSS) (LINE 8)........vcueerireririiieirireieisireeeseeieie s

Net investment gain (loss) (Line 11)....
Total 0ther INCOME (LINE 15)......cuivriieieiiiceeerieieis et
Dividends to policyholders (LINE 17).......c.cuvveurerireirinieieirire et enieaeins

Federal and foreign income taxes incurred (LINE 19).........ceuriirurnieininiinrne e
NEt iNCOME (LINE 20).......cueuuiiieieieeiieieir ettt es

Balance Sheet Lines
(Pages 2 and 3)

Total admitted assets excluding Protected Cell (Page 2, Line 26, Col. 3).........cccovrerrieerennnne
Agents' balances or uncollected premiums (Page 2, Col. 3):

20.1 In course of COlIECtioN (LINE 10.1).....c.ovuiuriireieinieierreieee s

20.2 Deferred and not yet due (LiNe 10.2)........coviureriiureriiieenincesire e
20.3 Accrued retrospective premiums (LINE 10.3).......coriururirerinieinineerne s
Total liabilities excluding Protected Cell (Page 3, Ling 24).........ccooierniinnicencereerenae
L0SSES (Page 3, LINES 1 & 2).....eiiiiieiiecieirteiesceiet et
Loss adjustment expenses (Page 3, LiNe 3)........cceriurirnierniesneeie s
Unearned premiums (Page 3, LiN 9).......c.coiiuririiiericeirnteisesee et

Capital paid up (Page 3, LiNes 28 & 29)........ceiuruririierrieieincieieeee e
Surplus as regards policyholders (Page 3, Line 35)........cccueririrnieinsceene e
Risk-Based Capital Analysis

Total adjusted capital..........cccccovvrrerenne
Authorized control level risk-based Capital...........c.cocerrirrnicrncerece s

Percentage Distribution of Cash and Invested Assets
(Page 2, Col. 3) (Item divided by Page 2, Line 9, Col. 3) x 100.0

BONAS (LINE 1)ttt
SEOCKS (LINES 2.1 & 2.2)....ceeeiicieeee ettt
Mortgage loans on real estate (LINeS 3.1 & 3.2).....c.ocurrirrieirrerees s
Real estate (Lines 4.1,4.2 & 4.3)........
Cash and short-term investments (Line 5)
Other invested aSSetS (LINE 6)..........c.eeriieeurerieieiririeieesicieis et
Receivable for SECUMLIES (LINE 7)......cucuririiieieiicieisiceis et
Aggregate write-ins for invested assets (LINE 8)..........cererrricnnieereeeeeeese s
Cash and invested assets (LINE 9).......c.ovirririririierreeeiseie e
Investments in Parent, Subsidiaries and Affiliates

Affiliated bonds (Sch. D, Summary, Ling 25, Col. 1)......ccrurimrrrieirrieieeseeeseeeseseeeees
Affiliated preferred stocks (Sch. D, Summary, Line 39, Col. 1)......ccccevrirrniirnreeeccieeene
Affiliated common stocks (Sch. D, Summary, Line 53, Col. 2)........ccoererniencneiceeeenne
Affiliated short-term investments (subtotals included in Schedule DA, Part 2, Col. 5, Line 11)..
Affiliated mortgage 10ans on real estate............cooverrirrrice s
All other affiliated
Total of above lines 38 to 43

Percentage of investments in parent, subsidiaries and affiliates to surplus
as regards policyholders (Line 44 above divided by Page 3, Col. 1, Line 35 x 100.0)...............

........ 38,760,195
........ 32,334,802

.......... 5,280,149
........ 12,051,398

.......... 1,847,546
.......... 9,579,652

.......... 1,051,473
.......... 9,325,694

.......... 1,517,514
........ 10,059,403

........ 38,752,506
........ 32,329,718

.......... 5,280,149
........ 12,051,398

.......... 1,847,589
.......... 9,579,652

.......... 1,131,989
.......... 9,387,424

......... (3,978,142)

1,082,415 |

............. 694,907

.......... 1,258,155

.......... 1,353,126
....160,501
............. 230,851

............. 761,186

.......... 1,639,077

.......... 1,142,300

............. 341,383

......... (3,458,975)

........ 72,253,599

.......... 1,452,102
........ 12,840,456
........ 47,039,716
.......... 9,636,501
.......... 2,474,547
........ 30,158,549
.......... 2,650,000
........ 25,213,883

25,213,883

.......... 4,190,108

.......... 1,583,292

........ 21,603,920

............. 764,892
.......... 2,036,729
.......... 6,284,286
.......... 1,874,339
............. 432,948
.......... 3,543,976
.......... 2,650,000
........ 15,319,634

........ 15,319,634
............. 776,716

.......... 2,562,019

........ 16,612,069

............. 711,065
.......... 1,616,762
.......... 3,540,428
............. 603,936
............. 252,383
.......... 2,354,353
.......... 2,650,000
........ 13,071,641

..... 13,071,641
............. 167,588

.......... 2,147,268

........ 13,945,343

............. 695,000
............. 203,730
.......... 2,972,163
............. 975,259
............. 299,642
............. 531,274
.......... 2,650,000
........ 10,973,180

........ 10,973,180 | ..

............. 374,230

.......... 1,160,760

........ 10,943,015

............. 848,476
............ (311,980)

.......... 1,650,000
.......... 8,855,881

8,855,881
............. 198,661
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smaisamarito voazave. SPECIALTY RISK INSURANCE COMPANY
FIVE-YEAR HISTORICAL DATA

(Continued)
1 2 3 4 5
2002 2001 2000 1999 1998

Capital and Surplus Accounts

(Page 4)
46. Net unrealized capital gains (10SSES) (LINE 23).......ceuriururirirerireieirieeeeieisieieseesseeeseneieenee | eeereeireneneeenenenes | eereeeeenneees [(CHSAL0) ] [— 40,600 | .coveenvne [ARELG1¢) N I
47.  Dividends to StOCKNOIAErS (LINE 34)..........cururiieieiricirieie et isesssieisennenees | eeneseisinensesssnenes | eenennersnenenseennns | oesinenmnsesnennneees | eeeresennnesennnes | seeesssesesensnseenennns
48. Change in surplus as regards policyholders for the year (Line 37)........cccoeovnernirenncnnneinns [ evnenes 9,894,249 | .......... 2,247,993 |.......... 2,098,461 |.......... 2,117,299 |.......... 1,500,162

Gross Losses Paid

(Page 9, Part 2, Cols. 1 & 2)
49. Liability lines (Lines 11.1, 11.2, 16, 17.1,17.2, 18.1, 18.2, 19.1,19.2 & 19.3, 19.4).....ocovvvvvncs [ corvrrnn 5,887,064 |.......... 2,031,665 |.......... 1,382,038 |.......... 1,646,646 |.......... 4,138,608
50. Property lines (Lines 1,2, 9, 12, 21 & 26)........ovureurrrrvreneeneireeeeeeneiseiesssctsseseeseeenensssesennees | covennns 11,029,506 |.......... 4,937,342 | .......... 3,100,314 | .......... 3,729,355 |.......... 4,033,842
51.  Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27)......ccocoveurrirrninernieninceens [ ernineeiernneneiens [ eoeennieesnnnees [ v | e, [C0L0[0) ) [—— 61,500
52. Al other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29 & 33).......ccurivvrnrneerirnrineireescineineensnens | evenesssinssssssnnnenns | v
53.  Nonproportional reinsurance lines (Lines 30, 31 & 32)...
54, TOtAl (LINE 34).... ettt | e 16,916,570 |.......... 6,969,007 |.......... 4,482,352 |.......... 5,371,001 | .......... 8,233,950

Net Losses Paid

(Page 9, Part 2, Col. 4)
55.  Liability lines (Lines 11.1,11.2, 16, 17.1,17.2, 18.1, 18.2, 19.1, 19.2 & 19.3, 19.4)...ccoevvvvvcccc | cerrvrrs 5,886,310 |.......... 1,910,071 | .o 837,916 ..o 804,379 |...co..... 1,869,131
56.  Property lines (Lines 1,2, 9, 12, 21 & 26).......ovurevrrrienreneirereeeeneineesssctsseeeseeesensssesennees | coveenns 11,028,993 |.......... 4,939,170 | .......... 3,131,870 |.ceneee 3,098,938 |............. 409,744
57.  Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27)......ccccoveurrirrninernienencieenns [ ernineeennneneens [ eoernnieesnnnnees [ o | e (5,000) [...ceveneee 61,500
58. Al other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29 & 33).......cccruurvrmrnerirrnrneneireeennninenens | eeeereneeneenenens | v [ e |,
59.  Nonproportional reinsurance lines (LINES 30, 31 & 32).......ceururiureriniiririeieineeenieiniresreneeenenes | eesrsrsnsssessnnssnes | eonsrsrsnnsinssnnnnnes [eorononsnnnnnenissnns [eornmnnonissnnnnnnennes | oesesrnmsssessnnenees
B0, TOtAl (LINE 34).... ettt | e 16,915,303 |.......... 6,849,241 | .......... 3,969,786 |.......... 3,898,317 | .cveneee 2,340,375

Operating Percentages

(Page 4) (Item divided by Page 4, Line 1) x 100.0
61, Premiums €arned (LINE 1). ...t ssessssssssssssesenenensenssssenes | oevsessessnnines 100.0 | .oovvrrrinee 100.0 | .oovvrrrinee 100.0 | .oovvrrrinee 100.0 | .ovvvrrrine 100.0
62.  LOSSES INCUITEA (LINE 2)....vueuveiieieieiecieisine ettt sseae s senennnne | eesenssesesesnnns 555 | e 50.3 | e 375 | i 396 | e 13.9
63.  LosS expenses iNCUITE (LINE 3)......ccuevriiuruririceirireieisiseie st ssnssetssnnsnees | eeeensesnsesnens 14.0 [ 9.6 [ .o 54 | i 8.2 | e 322
64. Other underwriting expenses iNCUITEd (LINE 4)..........ccooiruriieurieniniernesesseseeeeseiseniees | eereneeseeeenens 394 | 3T | i 212 | 249 | e 7.3
65.  Net underwriting gain (I0SS) (LINE 8).......curvuevruriiieirieirieiiieisreeis st seseienenes | ceeeneneneesennnees () I 84 | 359 | i 273 | s 46.6

Other Percentages
66. Other underwriting expenses to net premiums written (Page 4, Lines 4 +5- 15

divided by Page 8, Part 1B, Col. 6, Line 34 X 100.0)........ccevrerimrrreceneieeeineineirereeensiseeenenes | ceeeeeseesnenennn. 237 | s 28.2 | v 175 [ s 23.8 | v 11.1
67. Losses and loss expenses incurred to premiums earned

(Page 4, Lines 2 + 3 divided by Page 4, Line 1 X 100.0)........covuerrreenemreereenrninennnereeeecenns | coveevennennnnns 69.5 | v 59.9 | i 42.9 | oo A7.8 | oo 46.1
68. Net premiums written to policyholders' surplus (Page 8, Part 1B,

Col. 6, Line 34, divided by Page 3, Line 35, Col. 1 X 100.0)........evueureremmericenrrnreneirerereesnenee | cervererinnenens 281.9 | v M3 | e 874 | i 95.9 | v 13.0

One Year Loss Development (000 omitted)
69. Development in estimated losses and loss expenses incurred prior

to current year (Schedule P, Part 2-Summary, Line 12, Col. 11)......coovnrrinirnrnircrirerncnens | ceveveineinenenns (V23] I 29 | o, 241 [ (L) (284)
70.  Percent of development of losses and loss expenses incurred to policyholders' surplus of

prior year end (Line 69 above divided by Page 4, Line 21, Col. 1 X 100).........ccouvrerrervererneine [ covrvrrnrininens (V)] [— 0.2 [ oo 22 [, [Z20) ] (3.9)

Two Year Loss Development (000 omitted)
71.  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).......cccovevviivvines | cevnireeinncnnes (1) ) [S1C N (2] — [GSE) ) 226
72.  Percent of development of losses and loss expenses incurred to

reported policyholders' surplus of second year end

(Line 71 above divided by Page 4, Line 21, Col. 2 X 100.0).....cuuvuerenrnriniriniennninerersrssinnens | coresmennieneneenes (L)) I 05 [, [(H0)] ()] I 24
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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Fair Value Par Value
Description Carrying Value (@) Actual Cost of Bonds
BONDS 1. United States........ocoveveere [ovnevcniii 9,477,163 | ovverecrnnes 10,026,026 | ....cocvovrrirrenne 9,521,373 | v, 9,300,000
Governments 2. €ANAAA. ... | e [ s | e | s
(Including all obligations guaranteed 3. Other Countries........ococoueees | teornnnnniiiinnsnneesnes Lo e [
by governments) 4. Totals...ooroniniiiniines o 9,477,163 | oo, 10,026,026 | ...ocoovviiirnnnnne 9,521,373 | oo 9,300,000
5. United States.........occoveenes | covrerreeriininns 29,847,995 [ ...oovvvririrrn. 29,985,311 [ .o 29,944,759 | ..o, 27,448,000
States, Territories and Possessions 6. €aNAda........cceeieirirrnies | e [ | e [ e
(Direct and guaranteed) 7. Other Countries........ocooveees | ceoveneniiiciessnnneiessens Lo e [
8. Totals.....ovovorarnrnininins | o 29,847,995 [ ..o, 29,985,311 [ .o, 29,944,759 [ ..o, 27,448,000
Political Subdivisions of States, 9. United States.....coveeeeeeees | e [t | [ e
Territories and Possessions 10, €ANAMA.......ceeericeciriricirieis | et [ crereneee e eereies | ettt eneetens | ceetetr e
(Direct and guaranteed) 11. Other CoUNES. .....ovoverrs | e | eeirisiiesssiessssnnssees | eesrsnsesisisnsnsesesssrsnsenernsees | sesrossnesesesssnersesesssesnseesesnas
12, TotalS. .o | o (O OO (O OO (O OO 0
Special Revenue and Special Assessment 13. United States........ccocoeveevens | eoveviennncnens 2,763,975 | .oviiiciiene 2,770,986 | ..coevvecerirenene 2,775,385 | .oveeiciiene 2,580,000
Obligations and all Non-guaranteed Obligations 14, CANATA.......ceeericicrirccirieis | et [ crereneeee e eeieies | ettt enens | ceeter et
of Agencies and Authorities of Governments 15. Other CoUNtHES. .....ovoveers | oo | eeiriiiisssseesssnesees | eesrsnssisnsnsnsesesssrsnseneesnees | sesronssesesesssnsesesesssssnseesesnas
and their Political Subdivisions 16. Totals....oooveesiiininis |, 2,763,975 [ .o 2,770,986 [ ..o 2,775,385 [ ..o 2,580,000
17, UNItEd SEALES......cvcvevcecirns | [ ceeireniresirneeeis e seeieies | eerenneietse s seensie s seseienees | seetssseretse et
Public Utilities 18, €ANAUA. ... | et [ et eeieies | et enees | seeter et
(unaffiliated) 19. Other CoUNIES. .....ovoveeis | e | eeiriiissssissssseisees | eesrensesisesnsnsesesssrsnseneensens | sesronssesesesssnsesesesesesnseesesnas
20. TotalS. ..o [ (O OO (O OO (O OO 0
Industrial and Miscellaneous and 21. United States.......ccoevvveees [ o 580,726 | ..ccoveereriiirieenen. 586,416 | ..ccvrererireinenn. 580,927 | .ceviieriieieene 550,000
Credit Tenant Loans 22, CaNAAA. ... [t | [ s | s
(Unaffiliated) 23. Other Countries......ooooeeeee feorieiniiiiiiiiiiiii e [ |
24, TotalS....ovoernininines [, 580,726 | ..o 586,416 | ..o 580,927 ..o, 550,000
Parent, Subsidiaries and Affiliates 25. TotalS....oooeiiieeriiiininns [ e [ |
26. Total Bonds......cooununirnnnns [ coniniiiiinn, 42,669,859 | ..o 43,368,739 | .o 42,822,444 | ..oovviviinn 39,878,000
PREFERRED STOCKS 27. United States.......coovvvvens [eviiiiiiiiccicens | [
Public Utilities 28. Canada........coeeeeerierneene e | [
(Unaffiliated) 29. Other Countries......ooooveeeee f o e [
30. Totals....oooinreriicieien [ o 0 ] i 0 ] o 0
31 United SateS.....cereerne [ [ [ e
Banks, Trust and Insurance Companies 32, Canada.......oceveererierneene et | [
(Unaffiliated) 33. Other Countries......ooooovevee f o e [
34. Totals....ooeeireriicinien [ 0 ] i 0 ] i 0
35. United States.......ocoeevveeees feorenrniiiiiin e [
Industrial and Miscellaneous 36. Canada........coeueeeererrniene e | [
(Unaffiliated) 37. Other Countries......oooovevee f o e [
38. TotalS....coooiiireriiciee [ 0 ] i 0 ] i 0
Parent, Subsidiaries and Affiliates 39. TotalS....ooeiireericicinens o e [
40. Total Preferred Stocks..... | ...ooooooiiiiiiiiiie 0 ] i 0 ] i 0
COMMON STOCKS 41, United SALES......cvvvvcecires [ [ [ e
Public Utilities 42, CaANAdA.......ceerecerrerrieen | et [ e | et
(Unaffiliated) 43. Other COUNtHES. .....ovovrene | e | e | e
44, TotalS. oo | e 0 ] i 0 ] i 0
45, United States.......ccooveierns | e [ e | s
Banks, Trust and Insurance Companies 4B, CaNAda.......ceereeeririceeen |t [ s | s
(Unaffiliated) 47. Other COUNtHES. .....ovovreere | e | e | e
48. TotalS. oo | e 0 ] i 0 ] i 0
49, United States......cccovvverns | e [ e | s
Industrial and Miscellaneous 50. Canada........ceeeeereeirnenene e | [
(Unaffiliated) 51. Other Countries......cocooveeee f o e [
52. TotalS....coeiirerniiiiiaen [ 0 ] i 0 ] i 0
Parent, Subsidiaries and Affiliates 53. Totals....ooeiieeriiicine o e [
54. Total Common Stocks......| ..o 0 ] i 0 ] i 0
55. Total Stocks......coureresnnnne oo 0 ] i 0 ] o 0
56. Total Bonds and Stocks... | ..........c.......... 42,669,859 | ...covveiiirinnns 43,368,739 | ..ovrveeieinnns 42,822,444
(a) The aggregate value of bonds which are valued at other than actual fair value is $.....29,495,283
SCHEDU LE D VERIFICATION BETWEEN YEARS
1. Book/adjusted carrying value of bonds and stocks, prior year... 15,543,694 6. Foreign exchange adjustment:
2. Cost of bonds and stocks acquired, Column 6, Part 3.............cccocvniiurinnnee 45,971,526 6.1 Column 17, Part 1......ccvviirrene
3. Increase (decrease) by adjustment: 6.2 Column 13, Part 2, Section 1...........
3.1 Column 16, Part 1.......ccoeiieeceereeeenee (148,215) 6.3 Column 11, Part 2, Section 2...........
3.2 Column 12, Part 2, Section 1 6.4 Column 11, Part4.......cccccoevvrnnne. 0
3.3 Column 10, Part 2, Section 2 7. Book/adjusted carrying value at end of current period 42,669,863
3.4 Column 10, Part4.......ccccc..c... (12,425) (160,640) 8. Total valuation allowance............cccccvreururencrrunnnn.
4. Total gain (loss), Column 14, Part 4...........cccooiiiniirneeeeeeceeeeens 122,221 9. Subtotal (LINeS 7 PIUS 8).....c.cveurerrerrrriiiniririeirreeeeeeeieieineneens 42,669,863
5. Deduct consideration for bonds and stocks disposed of, Column 6, Part 4... 18,806,938 10. Total nonadmitted amOUNtS...........cccccueerieeririiernerreeeees
11. Statement value of bonds and stocks, current period................ 42,669,863
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smaisamarito voazave. SPECIALTY RISK INSURANCE COMPANY
SCHEDULE P - ANALYSIS OF LOSSES AND LOSS EXPENSES

SCHEDULE P - PART 1 - SUMMARY
($000 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+ | Direct and
Incurred Assumed Ceded (Cols. 1-2) | Assumed Ceded Assumed Ceded Assumed Ceded Received | 6-7+8-9) | Assumed
1. Prior.. [ ), 9.9, ), 9.9, ). 9,9, GO VIRV IVPUIRRIRIORIRN DUVRRUOTRI DUPPUPRRPIRS DUSSORRIRORRUPURNE DOSVSOSRIRIRIPRRY DUSSPOTOTRTOTY BSOSO 0f... XXX.......
2. 1993 | 7274 | ............ 1,538 | oo 5,736 [.covvnne 3,266 [....conn.... 759 [ 474 ..o 161 | 204 [ oo 436 | oo 3,024 |...... XXX.......
30199 8,738 | oo 107 [ oo 8,631 [...cco.uc 4249 [ ............. 61 | 403 | e 15 [ 180 | v s 468 | ............ 4,755 |...... XXX.......
4. 1995, | e 19,726 | v 1,158 | ... 18,568 |........ 14,089 |.......... 1,190 |..ooeee. 1,188 | e 96 .o 885 [ oo LI P 1,042 | .......... 14,855 |...... XXX.......
5. 1996.....c.. | oo 24820 | .coconnne. 5141 | ... 19,679 |........ 16,586 |.......... 4,478 |.......... 1,309 | 331 [ 1,582 | o 5 [ 933 [ e 14,663 |...... XXX.......
6. 1997 .| oo 18,018 | v 5644 | ... 12,374 | 9,854 |.......... 2,871 [ 636 [..coovvnne 166 | 961 [ oo 86 .o 613 [ .o 8,328 |...... XXX.......
7. 1998 | v 11,693 | v 9,915 | oo 1,778 ... 5218 [ .o 4,465 | .............. 80 | oo 75 | 281 [ o 82 | AT | e 957 |...... XXX.......
8. 1999 | oo 10,945 | oo 881 [ .o 10,064 |.......... 5,033 [ 734 [ [G1: 10 I 18 [ 783 [ . 30 | 290 [ .ocoerneen. 5102 |..... XXX.......
9. 2000........ | covrrerrns 9,604 ..o [ e 9,604 [......... 3,601 [ oo 2 [ T e [ 32 [ [ 159 | v 3,918 |..... XXX.......
10. 2001...ccc. | covrrne 16,142 | | v 16,142 | .......... 7,364 | | v K I IR IS 1,392 | e 301 [ 8,787 |...... XXX.......
11,2002, | e 44473 | 5 44,468 |........ 15,784 | .o | v, I I IR 3,932 | | 545 [ ........ 19,747 |...... XXX.......
12. Totals...... [ .cocenee XXXoroo | s XXXoroo | s O, 85,024 {........ 14,560 |......... 4,227 ..o 862 |....... 10,512 .o 205 [, 5204 | .......... 84,136 |...... 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
1o PHOM e [ | | e | s e (O [SURSURURUURIN DRUSPRNRRTTE DUUSOORIRIRRIY DUSPORROTORORTY INVORPIRRRITY SUPSTOROROTRIOY BTSRRI 0f... XXX......
2. 1993 [ [ [ [ | L [ [ [ [ e 0f... XXX......
30 1994 | Lo [ [ e i L [ [ [ (U [ 0f... XXX......
4. 1995, [ [ | L1 SO DR K2 (SO IS (U (SO ISR (U (SO ISR 3 [ 4. XXX......
5. 1996.... | [ [ LI IR (O [ K2 (SO IS (U] [SURSURORIRIRI FRUPTRITE DOOSORORRORIRY DRSO (G [ 4. XXX......
6. 1997 | [ [ (L LV [SSU DOSON DR LI IS L1 SO ISR ISR 19 [, 0f... XXX......
7. 1998 | e [ [ L 9 [ [ | LI IS L1 SO ISR ISR 20 | 0f... XXX......
8. 1999.. | T/ USROS DUROTOTROITY ISR 12 [ | L2 [ IS LI P ISR 19 [, 22 ... XXX......
9. 2000.... |.ccovererrnn. {0 SOOI [ [(0)] A IR 14 [ | s L SO PO LI P ISR 21 | s 46 |...... XXX......
10. 2001.... | ccovrrnee. 4T | | e 25 | [ e L L01° SRR ISR 29 | e 46 | oo e 21 | s 656 |...... XXX......
11, 2002.... | .ovnee 7,499 | 1,638 [ | e AT T R 260 [ 1,243 [ | oo, 122 | e, 11,377 | ... XXX......
12. Totals.. | ......... 7971 | 0. 1,683 .o 19 878 [, 0 f 308 [ 2 . 1,291 oo, 0 f 243 [ ... 12,111 ] ... 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 31 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..|........ ) 9., SN XXX oo | e ). 9.9, P XXX oreooe [ e XXX oreoe [ o )99, IR [T RPN BT ), 9.0, S ISR (U [ 0
2. 1993, | oo 3,944 | e, 920 [ .covveneee 3,024 | 54.2 | i 59.8 | .o B2.7 | [ erenenennninnens e [ e, (U [ 0
301994 | . 4,832 [ .o LA 4755 [ .o 55.3 | e 720 | 554 | e e [ e, (U [ 0
4. 1995, |........... 16,146 | ..cooennven. 1,287 | 14,859 | ..o 81.9 | M i 80.0 |.iveeeereereeneennes v e [ e, L1 I 3
5. 1996. |..covvnne. 19,481 | oo, 4814 |........... 14,667 | ..ocvvrerne 785 | 93.6 |.coviernns TAE | [ e [ e, L1 I 3
6. 1997. | 11,462 | oo 3134 | 8,328 [ .. 63.6 | oo 55.5 | v B7.3 e [ [ | v, (1) 0
7. 1998, | oo 5,589 | .o 4,632 [ .o 957 [ oo 47.8 | 46.7 | v 53.8 | eierereenreneinnes v e [ e, (U [ 0
8. 1999. | .. 5,905 | .o, 782 [ i 5123 [, 54.0 | 88.8 | .o 50.9 i [ e [ L/ 17
9. 2000. | coevrrnne 3,966 [ .coooirereinnne 2 | s 3,964 | ..o 4.3 | 0.0 [ A1.3 | [ [ [ 20 | o 26
10. 2001. | oo 9,444 | oo, 0f i 9,444 | ... 58.5 | 0.0 [ 58.5 | [ [ | s LYK I 183
11..2002. ..o 31125 [ 0 [ 31,125 [ 70.0 | 0.0 [ 70.0 | [ Lo | 9137 | i 2,240
12. Totals] ........ .0, S .0, S 0, S .S I XXXeooveee [ 0, S I (U I 0f.... D0, S I 9,636 | ..o 2,475

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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smaisamarito voazave. SPECIALTY RISK INSURANCE COMPANY
SCHEDULE P - PART 2 - SUMMARY

Incurred Net Losses and Defense and Cost Containment Expenses Reported at Year End (3000 omitted) DEVELOPMENT
1 2 3 4 5 6 7 8 9 10 11 12
Years in
Which
Losses Were One Two
Incurred 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 Year Year
1. Prior.. |, (51 ()] P (C1°) ) p— (101 [ () p— () p— (L) p— (G20 p— [CC5) 1 p— (CCE5) 1 I— (/1 IR (11)
2. 1993.... [ 2,889 |........... 2,789 |........... 2,759 ... 2,823 | 2,828 |........... 2,822 |.......... 2,817 |, 2,815 |.cuee. 2,820 |........... 2,820 |.ocieine. [(0) ] I— 5
3. 1994, ... ) 0.0 G I 4,467 |........... 4,361 |........... 4615 |........... 4612 |........... 4,587 |....... 4574 |........... 4569 ... 4579 |.......... 4576 | ..o ()] I— 7
4. 1995... |...... XXX oot f e XXX oo [ 12,627 |......... 13,797 |......... 14,176 |........ 14,085 |......... 13,966 |......... 13,985 |......... 13,985 |......... 13,975 | ((10) ] p— (10)
5. 199%.... |....... XXX oo f e XXX oo [ XXX oo [ 13,228 |......... 13,342 |......... 13,184 |......... 13,184 |......... 13,125 |........ 13,094 |........ 13,090 |..cooiererneee (€Y P— (35)
6. 1997.. ... XXX oo f e XXX oo f e XXX oot [ ) .0 G I 7,674 |......... 7,679 |.......... 7,510 | 7,573 | 7511 | 7453 |, (1<) 0 p— (120)
7. 1998... |....... XXX oo f e XXX oo f e XXX oot [ XXX oot [ D 0.9 G 598 .o 2 P 789 [ T47 oo 758 [ (I I (31)
8. 1999.... |....... XXX oo f e XXX oot [ XXX oot [ XXX oo f e XXX oot [ ) .0 G I 4270 |........... 4425 |........... 4371 | 4370 | ()] P— (55)
9. 2000.... |........ XXX oo f e XXX oot [ XXX oo f e XXX oot f e XXX oot [ XXX oo [ ) .0 G I 3,440 |........... 3,653 |.ccuee. 3,651 | (31 I— 212
10. 2001.... |........ XXX oo f e XXX oot [ XXX oot [ XXX oo f e XXX oot [ XXX oo [ XXX oo [ ) 0.0 G I 8,200 |........... 8,005 |............. (195)........ XXX......
11. 2002.... |........ XXX...... | XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX.ooooi | o 25,949 |........ XXX...... | ... XXX......
12. Totals..... |............. (261)] oo (38)
Cumulative Paid Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted) 1 12
1 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 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 Payment Payment
1. Prior..... |........ 000....... [coerereene (K701 — () p— [CX) 1 p— [C10) 0 p— (72 — (100) [ ..o [CC5) 1 p— [CC5) 1 p— (95) |...oene XXX oo [ XXX......
2. 1993.... [, 2,461 |.......... 2,863 |........... 2,839 |........... 2,833 | 2,827 | 2,822 |.......... 2,817 |, 2,815 |..uee. 2,820 |........... 2,820 |........ XXX oo [ XXX......
3. 1994, ... ) .0 G I 3,540 |........... 4331 | ... 4538 ... 4554 |...... 4568 |........ 4554 |...... 4,556 |.......... 4579 |.......... 4,576 |........ XXX oo [ XXX......
4. 1995... |...... XXX oot f e ) .0 G I 9,176 |......... 12,155 |......... 13,094 |....... 13,819 |......... 13,891 |......... 13,984 |........ 13,982 |......... 13,971 |........ XXX oo f e XXX......
5. 199%.... |....... XXX oot f e XXX oot [ ) 0.0 G I 9,349 |......... 12,077 |......... 12,651 |......... 12,933 |......... 13,043 |......... 13,082 |......... 13,086 |........ XXX oo [ XXX......
6. 1997.. ... XXX oot f e XXX oot [ XXX oot [ ) .0 G I 6,385 |........... 7,244 |........... 7413 | 7432 |.......... TA437 | 7453 ... XXX oot [ XXX......
7. 1998... |........ XXX oo f e XXX oot [ XXX oot [ XXX oot [ D 0.0 G 624 ..o 724 (.. 729 [, A P— 758 |........ XXX oot [ XXX......
8. 1999.... |....... XXX oo f e XXX oot [ XXX oot [ XXX oo f e XXX oot [ XXX oo [ 3,523 | 4348 |.......... 4354 |........... 4,349 |....... XXX oo [ XXX......
9. 2000.... |........ XXX oot f e XXX oot [ XXX oo [ XXX oot f e XXX oo f e XXX oo [ ) 0.0 G I 3,030 |..oeee. 3,575 | 3,606 |........ XXX oo f e XXX......
10. 2001.... |........ XXX oot f e XXX oot [ XXX oot [ XXX oo f e XXX oot [ XXX oo [ XXX oot [ ) 0.0 G I 6,270 |........... 7,395 |........ XXX oo [ XXX......
11. 2002.... |........ XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ... XXX...... | ....... XXX...... | ... XXX.ooooi | o 15,815 |........ XXX...... | ... 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 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
1o PHOM e | e e [ [ A1 [ L e e [
2. 1993 e [ e [ | [ | e [ | s [ e
3.0 1994 e XXX oo [ 168 .o K IO () [ e | e [ [ [
4. 1995...... |eoeeene. XXX oo i XXX oo e 1,163 [ 159 | (1)) IS A8 | | e e [ 1
5. 199%....... | XXX oo i XXX oo e XXX oo e 1,149 [ 91 |, [ I A4 | [ e e, 1
6. 1997..... | XXX oo i XXX oo e XXX oo e XXX oo e 382 | 143 |, 55 |, 96 .o 55 | 0
7. 1998...... | XXX oo i XXX oo e XXX oo e XXX oo i ) .9 N D (10K} ] —— ()1 I A6 | | e 0
8. 1999... | XXX oo i XXX oo e XXX oo e XXX oo i XXX oo e XXX oo e K4 I 23 | 5 5
9. 2000....... |.ceunee. XXX oo i XXX oo i XXX oo e XXX oo i XXX oo e XXX oo e XXX oo e [/ I (0 DO, 1
10. 2001....... .o XXX oo i XXX oo e XXX oo e XXX oo i XXX oo e XXX oo e XXX oo e XXX oo e 450 |, 54
11, 2002....... |.......... XXX.oovovos XXX.oovoro XXX.oovovo XXX.oovovo XXX.oovoros XXX.oovowo XXX.oovowo XXX.oovowo XXX oo e 1,898
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smaisamarito voazave. SPECIALTY RISK INSURANCE COMPANY
SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Allocated by States and Territories

1 Gross Premiums, Including Policy and 4 5 6 7 8 9
Membership Fees, Less Return Premiums | Dividends Paid Finance and | Direct Premiums
and Premiums on Policies Not Taken or Credited | Direct Losses Service Written for
Is Insurer 2 3 to Policyholders Paid Charges Federal Pur-
Licensed? | Direct Premiums | Direct Premiums on Direct (Deducting | Direct Losses | Direct Losses | not Included | chasing Groups
States, Efc. (Yes or No) Written Earned Business Salvage) Incurred Unpaid in Premiums | (Incl. in Col. 2)
1. Alabama.........ccocoveniininnnn AL |..... NO..ooovs [ e | v e [, (1,871) | (1,871)
2. Alaska... JAK NO........
3. Arizona..... AZ NO........
4. Arkansas........cccoeocinenee AR |...... NO........
5. California.......c.ccocrvvrvrennenee CA[..... YES...... | 46,223,987 |............ 22,569,338 |..coveiiiririnen | e 7,604,334 | ....13,633,226 | ...... 6,037,562 | ......... 436,788 ..o
6. Colorado... .CO ... NO........
7. Connecticut.. .CT|..... NO........
8. Delaware.......... .DE[...... NO........
9. District of Columbia........... DC|...... YES......
10.  Florida.......cocvvvvvvirniines FL]..... NO........
11.  Georgia. LGA ... YES......
12.  Hawaii... JHE NO........
13.  Idaho.... [0 I NO........
14, MNOIS....cvvevreecececiicieines IL]..... SiL........
15, Indiana........ccccoeviirnnicnne IN|...... NO........
16, lowa...oocoeeveccrnnceeeee /A L NO
17. Kansas........cccooveveveee KS | LU YESL
18.  Kentucky.. .KY |....NO........
19.  Louisiana.........cccoeevveeee . LA | LU YES
20. Maine.......cccoeovvveevnn. ME| .....NO.......
21. Maryland...........ccccoeeeee...MD | .....NO........
22. Massachusetts...............MA|.....NO........
23.  Michigan....... .
24. Minnesota........ccccovveueenenee
25.  Mississippi
26. Missouri....
27. Montana...
28. Nebraska.. .
29. Nevada........ccoevviennenes
30. New Hampshire................. NH{...... NOL.oooiee | e [ [ e [ e [ froieii [ [
31. New Jersey...... NI NO........
32.  New Mexico.. NM]|...... NO........
33. New York....ooooevvrvenen. NY i NO........
34, North Carolina................NC | ... NO........
35. North Dakota............cc.......ND | ...... YES......
36.  Ohi0...coeveeecevrreirerene . OH YES......
37. Oklahoma..........cccovveneene . OK | oo NO........
38, Oregon......c.ccoeveeveevenenn. OR i NO........
39. Pennsylvania..........c.........PA | ... YES......
40. Rhode Island..........ccccccoe... R | e NO ..o [ | [ e |
41.  South Carolina. .SCl...... NO........
42.  South Dakota... .SD |...... NO........ .
43.  Tennessee... TN YES...... 24,614,407 |........... 21,647,536 | ..o | o 9,222,083 | ....10,990,161
44, TeXaS..oreeeeeeeennneneeeen EX el YES s [ e e e | oo
45, Utah....ooooen,
46. Vermont
47.  Virginia..
48. Washington.. .
49.  West Virginia.......c.cocoevneee
50.  Wisconsin........c.cocoeurerenene
51.  Wyoming..........
52.  American Samoa..
53. Guam............
54. Puerto Rico........cccevvneneee.
55.  US Virgin Islands........c.cc.. VI [ eNOweii | oo [ i | e v
56. Canada........ccooveernneee . ON [ tNO e [ Lo | e | ]
57. Aggregate Other Alien s . JUTITRTIRIN || [P ...0
58. Totals.....ccccoowvevvnecnnnneeen [ (@) 1 | 71,004,097 | .. 44 473 ATT 16,916,571 | ...... 24,681,921
DETAILS OF WRITE-INS
57071, o | s XXX vovee [ e [ [ Lo | | | | e
5702, oo | s XXX vovee [ e [ [ Lo | | | | e
5703, oo | s XXX vovee [ e [ [ Lo | | | | e
5798. Summary of remaining write-
ins for Line 57 from overflow
page [ )OO S I 0 (N SO ol IS L — L — L] IO ] 0
5799. Totals (Lines 5701 thru 5703 +
Line 5798) (Line 57 above) | ...... DO S I— L] ESO—— 0 [ | s ] I—— ] I—— ] I— L] E— 0

Explanation of Basis of Allocation of Premiums by States, etc.

(@) Insert the number of yes responses except for Canada and Other Alien.
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Annual Statement for the year 2002 of the SPECIALTY RISK INSURANCE COMPANY

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

PART 1 - ORGANIZATIONAL CHART

OWNERSHIP

RPRRRPRRRRPRRPRPRPRRRPRRPREPREPRPRPRRPRRREPREPRNRNRRERRPRRRERRRERR

Ownership:

COMPANY

MOUNTAIN LAUREL ASSURANCE COMPANY
NATIONAL CONTINENTAL INSURANCE COMPANY
PROGRESSIVE AMERICAN INSURANCE COMPANY
BAYSIDE UNDERWRITERS INSURANCE AGENCY, INC.
PROGRESSIVE AMERICAN LIFE INSURANCE COMPANY
PROGRESSIVE LIFE INSURANCE, LTD.
PROGRESSIVE AUTO PRO INSURANCE COMPANY
PROGRESSIVE CASUALTY INSURANCE COMPANY
PC INVESTMENT COMPANY
PROGRESSIVE COUNTY MUTUAL INSURANCE COMPANY
PROGRESSIVE GULF INSURANCE COMPANY
PROGRESSIVE HOME UNDERWRITERS INSURANCE COMPANY
PROGRESSIVE SPECIALTY INSURANCE COMPANY
PROGRESSIVE BAYSIDE INSURANCE COMPANY
PROGRESSIVE CLASSIC INSURANCE COMPANY
PROGRESSIVE CONSUMERS INSURANCE COMPANY
PROGRESSIVE EXPRESS INSURANCE COMPANY
PROGRESSIVE HALCYON INSURANCE COMPANY
PROGRESSIVE HAWAII INSURANCE CORP.
PROGRESSIVE MARATHON INSURANCE COMPANY
PROGRESSIVE MAX INSURANCE COMPANY
PROGRESSIVE MICHIGAN INSURANCE COMPANY
PROGRESSIVE MOUNTAIN INSURANCE COMPANY
PROGRESSIVE NORTHEASTERN INSURANCE COMPANY
PROGRESSIVE NORTHERN INSURANCE COMPANY
PROGRESSIVE PREMIER INSURANCE COMPANY OF ILLINOIS
PROGRESSIVE UNIVERSAL INSURANCE COMPANY OF ILLINOIS
PROGRESSIVE NORTHWESTERN INSURANCE COMPANY
PROGRESSIVE PALOVERDE INSURANCE COMPANY
PROGRESSIVE PREFERRED INSURANCE COMPANY
PROGRESSIVE SECURITY INSURANCE COMPANY
PROGRESSIVE SOUTHEASTERN INSURANCE COMPANY
PROGRESSIVE WEST INSURANCE COMPANY
UNITED FINANCIAL CASUALTY COMPANY

THE PROGRESSIVE CORPORATION
(OH) 34-0963169

STATE OF
INCORPORATION
PA

1. Wholly owned and controlled 2. Affiliate - Controlled, not owned 3. As Indicated

FEDERAL
IDENTIFICATION NO.
23-2599971
06-0281045
34-1094197
59-2179894
34-1022982

59-3213815
34-6513736
34-1576555
74-1082840
34-1374634
74-2991115
34-1172685
31-1193845
39-1453002
59-3213819
59-3213719
34-1524319
99-0311930
33-0350911
34-0472535
34-1787734
93-0935623
11-3096103
34-1318335
36-3789786
36-3789787
91-1187829
86-0686869
34-1287020
72-1269745
59-1951700
95-2676519
36-3298008

NAIC GROUP AND
COMPANY CODES
155-44180
155-10243
155-24252

155-71161

155-10192
155-24260

155-29203
155-42412
155-11085
155-32786
155-17350
155-42994
155-10194
155-10193
155-16322
155-10067
155-37605
155-24279
155-10187
155-35190
155-10042
155-38628
155-21735
155-21727
155-42919
155-44695
155-37834
155-10050
155-38784
155-27804
155-11770
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STATE OF FEDERAL NAIC GROUP AND
OWNERSHIP COMPANY INCORPORATION IDENTIFICATION NO. COMPANY CODES

1 PCIC CANADA HOLDINGS, LTD. CAN

1 3841189 CANADA, INC. CAN

1 1890 INSURANCE AGENCY, INC wYy 83-0322664

1 MIDLAND FINANCIAL GROUP, INC. TN 62-1104818

3 AGENTS FINANCIAL SERVICES, INC. (40%) FL 65-0121341

1 MIDLAND RISK SERVICES, INC. TN 62-1346765

3 MIDLAND RISK SERVICES-ARIZONA, INC (85%) AZ 86-0688693

1 PROGRESSIVE HOME INSURANCE COMPANY OH 62-0484104 155-11851
1 SPECIALTY RISK INSURANCE COMPANY OH 62-1444848 155-44288
1 AIRY INSURANCE CENTER, INC. PA 23-2523368

1 EXPRESS QUOTE SERVICES, INC. FL 65-0288746

1 GARDEN SUN INSURANCE SERVICES, INC. HI 99-0311966

1 GREENBERG FINANCIAL INSURANCE SERVICES, INC. CA 31-1119149

1 HUSKY SUN INSURANCE SERVICES, INC. WA 91-1700619

1 INSURANCE CONFIRMATION SERVICES, INC. DE 38-2788841

1 LAKESIDE INSURANCE AGENCY, INC. OH 34-6521173

1 MARYLAND AUTO INSURANCE SOLUTIONS, INC. MD 52-1519929

1 MOUNTAINSIDE INSURANCE AGENCY, INC. (6{0) 84-1080317

1 PACIFIC MOTOR CLUB CA 95-2706008

1 PROGNY AGENCY, INC. NY 11-3203413

1 PROGRESSIVE ADJUSTING COMPANY, INC. OH 34-1574447

1 PROGRESSIVE AGENCY HOLDINGS CORP. OH 31-1559175

1 PROGRESSIVE AUTO PRO INSURANCE AGENCY, INC. FL 58-1772717

1 PROGRESSIVE CAPITAL MANAGEMENT CORP. NY 13-3673368

1 PROGRESSIVE DIRECTRAC SERVICE CORP. TX 74-2870646

1 PROGRESSIVE INSURANCE AGENCY, INC. OH 34-6513737

1 PROGRESSIVE INVESTMENT COMPANY, INC. DE 34-1378861

1 RRM HOLDINGS, INC. DE 52-2066127

1 PROGRESSIVE PREMIUM BUDGET, INC. OH 34-6530101

1 PROGRESSIVE RESOURCE SERVICES COMPANY OH 34-1574448

1 PROGRESSIVE SPECIALTY INSURANCE AGENCY, INC. OH 34-1804869

1 SILVER KEY INSURANCE AGENCY, INC. NV 88-0342601

1 THE PROGRESSIVE AGENCY, INC. VA 54-1394194

1 THE PROGRESSIVE INSURANCE FOUNDATION OH 30-0013138

1 UNITED FINANCIAL INSURANCE AGENCY, INC. WA 91-1709749

1 VILLAGE TRANSPORT CORP. DE 51-0295493

1 WILSON MILLS LAND CO. OH 34-1324270

Ownership: 1. Wholly owned and controlled 2. Affiliate - Controlled, not owned 3. As Indicated
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