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Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SChEAUIE D)....ovevrrerrreereireeereeesseisseesseesseessssssssssesssssssssssssssssssssssssssesssnssssnes | soesssessssneess 61,437,183 [ .ooooeerreereerererineees [ e 61,437,183 | ..o 54,851,599
2. Stocks (Schedule D):
2.1 PrEfermed SIOCKS.......cvuierieiicieciecieneee et niensentes. | snententesisnssnsnnsensennes | srernesnesnenensensentenses | o (U OO
2.2 COMMON SIOCKS.....cveurrererernrrererssseriseesssesssesssssssesssssessssessssssssssssessssessisnsssnnns. | nesssessssssssssmsssnesssnssines | onssssssssmnssnessnsssenssnes | oresesesssesssessesssenenss 0 [,
3. Mortgage loans on real estate (Schedule B):
BT FIISHIENS ... [ s | | o (U1 PO
3.2 Other than firStlIENS........c.ueieieiiieieirrrrreceni s [ st | o | o (VN OO
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §..........
ENCUMDBIANCES)...v.vvviriciseriesisseie st ess s s s ssessess s ssessssssessesssssssssessenss | sssnssssssessesssssssssessesssssens | sosssessessssssesssssessssssnssesses | svsssssessssssssesessesssssens (U1
4.2 Properties held for the production of income (less §.......... 0
encumbrances)
4.3 Properties held for sale (less $
5.
6.
7.
8. Otherinvested assets (SChEAUIE BA)..........veereruerernnerisecesessesnssssssessssssssssns | conssesssssssssssssssssssssnnes | sonseessmssssssonsssssnnnesssnsees | connseessnmnessssnseessnnesesss0 [ ooneeenneeesnssesesesnneees
9. ReCEiVabIES fOr SECUMHES. ... ....uvvrrerrreererernrerereersereseeeseessnessssnssnessssssssnsssssssssssssness | snvesssssssmnsssnnesrne ] 1,133 | onveinneennrensreessrennenenns | eeveneeenneeeneeennns
10. Securities lending reinvested collateral assets (Schedule DL)..........cccovveeieiieicneieieens [ e | e (01 R
11, Aggregate Write-ins for INVESIEA @SSELS........cvurrrrerririrrrirrireierssieessessesessssssesessesssssesses | eesssssssssssssssssssssssssssanes (O [ (O [ [0 IR 0
12.  Subtotals, cash and invested assets (LINES 110 11).....c.eveirieeieieeieieeeese e [ e 70,785,953 | oo (1] IS 70,785,953 |...coovvirrnnns 63,350,963
13. Title plants less §.......... 0 charged off (for Title INSUFETS ONIY)........cuevereeererrireierireirinnens [ eerreereireennineessiesnsinniees [ reereeresnseseessssessesssenns | sensesessssensessesssssssneenens (01 U
14, Investmentincome due and 8CCTUEM............cocuuiiiiieiieiisiiisiisiinesreessiesseness | cersesiessieenienees 363,224 | ..o | e 363,224 |...oovviirns 355,385
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection............... | oeverveviennnns 8,063,162 | ..evvvvererrerrerierrerenniens | e 8,063,162 |..ccvvvvrrrrrnnne 7,063,438
15.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $
15.3 Accrued retrospective premiums ($
redetermination ($.......... ).ttt
16. Reinsurance:
16.1  Amounts recoverable from FEINSUIELS............cevieueiieeeteiceee e senees | ceereresesennnas 1,982,844 | ..o | e 1,982,844 |....coevvvenn 1,903,311
16.2 Funds held by or deposited with reinSUred COMPANIES.........c.ccevrvreeirerierieeereeenies [ e sesesees | e sesnens | ceesrssssssesee s senes (01 [OOSR
16.3 Other amounts receivable under reinSUranCe CONTACES............c.veueurveciinerincins | rerirrininscnerncninenines [ erererieseresissssssensenees | crnesineseseeseessesseesees (U PO
17.  Amounts receivable relating to UNINSUIEA PIANS...........ccevevcveiieeieiereeee e sieinns [ et essesenes | ereveesissessses s | eeeiesssesessesessss e (01 U
18.1 Current federal and foreign income tax recoverable and interest thereon
18.2 Net deferred tax @SSeL...........vvvrrerrreiceeerrese s
19.  Guaranty funds receivable Or On depOSit...........ccoeveviieieieiesieiee e
20. Electronic data processing equipment and SOfWATE...........cuerrirrenrirninrnninssnseseeseseses | revnssnsessesnssnsssssssssesssnsnns | sonsesesssssssnssessssssssssssnnes | sessseersssessnsssssesssssnss (01 T
21.  Furniture and equipment, including health care delivery assets ($.......... 0)eererieeieriens | e [ e | s (01 U
22. Netadjustment in assets and liabilities due to foreign exchange rates..........c.coevnrene | e [ | v (U1
23. Receivables from parent, subsidiaries and affiliates............cccocevrveieeieieiseseieriseieiens | e 214 | o | e 214 | oo 1
24. Health care (§.......... 0) and other amounts reCeIVADIE. ..o | cevrrrineisensnsisissssseseens | cereessssnssssessssessssenssnssnnes | sevesressssessnsensssessnseeesn (01 U
25. Aggregate write-ins for other-than-invested assets...........ccoevcrieeneieiseeeie e eereresiesieseas 3,681,148 | .o (U8 I 3,681,148 |..coooviiiies 3,368,197
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell ACCOUNES (LINES 1210 25).....ceuuverceerrerrereesseeeseesiseessesssseeessessssssssssssssesssssssesssses | seeesssessneees 86,550,499 | ...oovverreereriieeenne (U [ 86,550,499 |....cocvveeen. 78,539,999
27. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS.........cccco. | veverererreiieisiseieiesneiins [ | e (01 R
28. TOTAL (LINES 26 AN 27).....ccouveerreereeerrecereeeieeeseeeesseeessessssessssesssseessssessassssssssssesssssees | soeeesseeesseees 86,550,499 | ..o, (V) P 86,550,499 | ...t 78,539,999
DETAILS OF WRITE-INS
10T, ettt s ettt s st | sessnesstsenessssnnssstennsssnns | enessssnnssstnnessssnnsstnes | sereneses st nnssss e 0
1102. .. 0.
103, ettt ees ettt | serinesstsenenss s nnssstsnnnssnns | renessssnnnsstsnsssssnnsstnes | seeeneses st 0
1198. Summary of remaining write-ins for Line 11 from overflow page...........cooeurenenrnneiniens | coveneeneireinineieseeneinns (U1 IO (U1 O (01 OO 0
1199. Totals (Lines 1101 through 1103 plus 1198) (Line 11 8b0Ve)........coviiiieirisiiciisiisiiiines | o 0

2501. Accounts receivable - agents - fees and taxes
2502. ..
2503, AR
2598. Summary of remaining write-ins for Line 25 from overflow page...........cccoevevvieiieicrennnns
2599. Totals (Lines 2501 through 2503 plus 2598) (Line 25 above)

................... 3,681,148

................................. 0
................................. (U [ RON
................... 3681148 ...................3,368,197




Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

LIABILITIES, SURPLUS AND OTHER FUNDS

Currer1t Year Prior2 Year
1. L0sSES (Part 2A, LiN 35, COUMN ).......cvevieevriietecesie sttt sttt b s s s st st es st ense s b s ssesssssnsnntes | sesssssssssssesansnean 2,181,869 | ..ccoovvevrerernnee 2,170,451
2. Reinsurance payable on paid losses and loss adjustment expenses (Schedule F, Part 1, Column 6)..........cccovnvnrerrreinrnnernirnenees | cemeereersiresenninns 3,135,538 | v 3,026,336
3. Loss adjustment expenses (Part 2A, Ling 35, COIUMN 9)........ouiiuiiiririieinrieesineie et sssssssssssssssessssssessessssssessssssssssssessessess | sesessessssssssessassnes 374128 | oo 379,933
4. Commissions payable, contingent commissions and Other SIMIlar Carges..........covunrinrniininssresssesssssssessssssssssssssesssssnens | oesssssssssssssssessnnens 119,255 | oo 9,652
5. Other expenses (eXcluding taxes, ICENSES ANG FEES).......vuururrirririrrireieiere sttt ettt st st ensssssens | sessessessnssessessasssessessssssnssanss | sessessessssssessessnsssessassnssessnes
6. Taxes, licenses and fees (excluding federal and fOreign iNCOME TAXES).........corururrrrnrerrurirnririeenseseesereesessseseesssssssessessessssssessessnssns | sesesessesssessnssnes 1,300,561 [ covoeveeeeienns 856,708
7.1 Current federal and foreign income taxes (including §.......... 0 on realized capital gains (I0SSES))......cvururerrrerrerrerrereenrrnressieesnseneess | crrereesseeseessessssnsesessesssssssssees | revseesnsessessnssessssesssesssens
7.2 NEt AEfITEA tAX HADIIY. ... veeveceeeeeeeeeeei ettt ettt s sttt ssessentsnsnns | 2esessestsssnsssstansnessessessnssnssns | seseesssssssnssestneessensasssnsseseas
8.  Borrowed money§.......... 0 and interest thereon §.......... 0ttt bttt sttt s s snsns | setiess sttt ettt [ ensienss ettt
9. Unearned premiums (Part 1A, Line 38, Column 5) (after deducting unearned premiums for ceded reinsurance of
$.....93,968,102 and including warranty reserves of §.......... 0 and accrued accident and health experience rating refunds
including §$.......... 0 for medical loss ratio rebate per the Public Health SErVICe ACt)..........cocuiueieicveicieceseee e | everisissiesienienns 13,196,446 | ......cccvevneve. 11,825,514
10, AGVANCE PIEMIUM......cvueereeneeeereiseeeseeseeseessssseeseeseeseesesseessessesseessesseeseseeesseesesseessesseeEeeeseRs e s eeE e s eEE4eE e e EEeeE e e EEeeE e bseEsen b et seeesEeeb et sestansns | £ebsessssssssessastnssnssentanssestens | £ressesssssnssessnnssnesestessnssnntans
11.  Dividends declared and unpaid:
111 SHOCKNOIAETS. ...ttt | bbbttt sttt | chbes bbbt
T2 POCYNOIAETS........eeit ettt bbb bbbt b bbbt s s sse s s st s snbensessesansns | sbsesissessesssestessessssessessessesans | evsesssessesss st ssse s s en s s
12.  Ceded reinsurance premiums payable (net of ceding COMMISSIONS).........cocveireieriiiirieiereie ettt ssssesses | seesessssssiesessesad 6,109,984 | ...coevrrrrrnn 4,716,689
13.  Funds held by company under reinsurance treaties (Schedule F, Part 3, COIUMN 19)........oiiieeenciieeseineeseeneiessssiseesessnees | rerseesseesessessssssesessesssssessees | ressessnsssssessnsssesessessssssssees
14.  Amounts withheld or retained by company for aCCOUNE OF OthErS...........cuiiiiicicccs e sssssies | crressssesses st sess e ssesns | eresestesse s st s e
15.  Remittances and items N0t AlIOCALEA. ..o | s 440,288 | ....ovvevieienis 308,733
16.  Provision for reinsurance (including $........... 0 certified) (SChedule F, Part 8)............ccciieiiieieceesie et sssssssenes | evvesessesesssssssssesssssssessessssss | sressesssssssesssssssessessesssessessens
17.  Net adjustments in assets and liabilities due to foreign EXChANGE MALES..........cc.ciiieieicice st seses | eebsessss e st ssessss s saens | sressesssssssses s b s st s nens
18, Drafts OULSTANGING........cvivieeiciceie ettt bbbt s s bt s s s s bensensesantns | sbsntstessese s st es e s snsensessenes | erebstense sttt
19.  Payable to parent, subsidiaries and affiliAtES..........c.ccccieiriiiieirice ettt ensnnes | esresreesessesbnsaa 2,603,021 | oo 2,189,899
20, DBIIVAIIVES.......cooeiiiiri bR | bbb | eerb s
21, PAYADIE fOr SBCUMLES........oiveciiiieiciie ettt bbbt s bbbt s bbb st s s st s stestnsas | sbsessestsssssssstensessessensanssesans | cbsessssssssessesbss st es s s seeneas
22, Payable for SECUMLIES IBNGING.........cciieieeicieieeie ettt b bbbt bbb ses b s s tnsnnns | sbsessestsssessestensessessenssssessns | sbsessesssssessestas e st en s s sseneas
23.  Liability for amounts held Under UNINSUMEA PIANS............cc.eiueiiiiiissicieiesie sttt ssenssssessensns | sbsessessssssesssssesssssessesssssessns | srsessssssssessesssssessesssssessesens
24. Capital notes §.......... 0 and interest thereon §.......... Dttt s st | sesbeesbt sttt b baens | shbesseie st sttt e et et nee
25, Aggregate WHite-iNS fOr ADIIHES. ........ccvevirucieiesieie sttt st stensessensens | ssessssssssassansanses 8,199,256 | .oooovoviiiieinns 7,037,179
26. Total liabilities excluding protected cell liabilities (LiNeS 1 through 25)..........c.cceeieicieieeseeise s siessessssssessssesssnes | eovsseseseses 37,660,346 | ..o 32,521,095
27, Protected Cell IADIIHES............ccvuiiiiii st |t | e
28.  Total liabilitIes (LINES 28 AN 27)......ccveveieeeieeieieteees ettt s s s s et et b s s s a s ss st na st ss s ssssnsnssensnss | sesssssssesessssanes 37,660,346 | ..ocvovvnn 32,521,095
29. Aggregate Write-ins for SPECIAl SUMPIUS fUNGS..........cvucvriieieicrcteie ettt bbb sa s ass bt s st es s s b s s s ssesnsantes | ensessessssssssssessnssnsessesntenes 0 [ 0
30, COMMON CAPIAI STOCK. ......cvucvcvereeiicteieie ettt b st s s s b s s s bt s bt s s b s s s sttt ensessbensessnsansns | evsesssessessssansnes 3,500,000 [ .ovoovervrrrirreennes 3,500,000
31, PreferT@A CAPIAl SIOCK.........cveicvctereictse ettt ettt et bbb s s a e s sttt et b s s s s b st e sse st stessnsasbensesanss | nevsesssessesessensessessnssssessessesas | sessssesssssessnssssenses e sasseneesenes
32.  Aggregate write-ins for other-than-special SUMPIUS fUNDS...........cccoveicviirricecese sttt s st | ensessesassssssses s s ses s ensenes (01 T 0
33, SUIPIUS NOES.....ovevecviriie ittt bbb bbbt e s s ettt s s bbb e s s et et s et st s bt ses s ss et s s st e s st st ensessebanes | sessssessessesessnsessessssssessessesas | sessesinssstesses st enees et st en s rees
34, Gross paid in and CONHADUIEA SUIPIUS..........cverieeieeictsetese ettt ettt b s s n st s st esses b s ensesasssnsnns | evsesissesesaesanes 28,850,000 | ..ovevrrriirnne 28,850,000
35, UNGSSIGNEA fUNAS (SUMPIUS)......veererirrerieireissesesssssstsese st ssessssssesse st st s st en s ss s st ssess st sessessanssessessnssnssessnssnssessensnsanns | ssssssessessnssnsss 16,540,153 | .oovvvereiennne 13,668,904
36. Less treasury stock, at cost:
36.1 e 0.000 shares common (value included in Line 30 §.......... 0.t treereeeerees sttt sttt ensntnes | srssestent s st en s s st st ssnssenes | seesestene s sttt snes
36.2 ......... 0.000 shares preferred (value included in Line 31 §.......... 0) et ereee ettt ettt ns st ente | nnsresenssns s st enssnstent st sesrens | sresrensansensensane s ent st sns st
37.  Surplus as regards policyholders (Lines 29 to 35, less 36) (Page 4, LINE 39).......c.covrrurrnrmrirrenernseneeninssnsesessssssssssssssssssssssssssssssens | ssssssessesssssessad 48,890,153 | ..o 46,018,904
38, TOTAL (PaQE 2, LINE 28, €0 3).....revrreerreereeereeeseeseeessseeesseesseessseessseessssessssssssssessssssssssssasesssssssssssssassssssssssssssnsssssssssssssasssssssssne | sesmsesmssssneesns 86,550,499 | ..oovvvrrrreenn. 78,539,999
DETAILS OF WRITE-INS
2501, DEFEITEA CEAING TEES......eucvieeieteee ettt ettt bbbt bttt ss s st es s sasbn s s naensesannns | even ..6,445,290 5,823,786
2502. Premium and agents' balances payable.... 232,022 352,374
2503, 1SO FEES PAYADIE. ... vevuvverseeerseeerreeseeeseessseesseeesseeesees st sess st sttt nnntes | eessieeen st s 1,063,798 | .ooovvereerreeeeenne 832,393
2598. Summary of remaining write-ins for Ling 25 from OVEMIOW PAGE.........errririirririncreieisesetssise st ssssssssssssessesssssessensnes | sesessesssssssssessnssnnes 458,146 | oo 28,626
2599. Totals (Lines 2501 through 2503 plus 2598) (LiNE 25 @DOVE)......ueruiuerreiieiriseissreseeissssseseesensenssssessenssssessnssessssssssnssessssssnsssssessssssssns | sssesssssssssansasssnes 8,199,256 | ..o 7,037,179
2901.
2902.
2903.
2998. Summary of remaining write-ins for Line 29 from OVEIOW PAGE........ruiriirieriireereie it ssessss s ssssssssesssssenes | sessesssssssssesssssssssssessssseses (01 OO 0
2999. Totals (Lines 2901 through 2903 plus 2998) (LINE 29 @DOVE)........cuiuiieiieiiiriiteiesietesisieissssssessssssssssessssssessesessssssssessesssssnsessessssnsens | ersssensessssessessessnsensessessnsessQ | oerossesssssossassesssssssassesneas 0
3201.
3202.
3203.
3298. Summary of remaining write-ins for Ling 32 from OVEIIOW PAGE........c.cucuiurieiiieisie ettt sensenas | ersssessesisssssesessssessessesssend (01 OO SO 0
3299. Totals (Lines 3201 through 3203 plus 3298) (LiN€ 32 @DOVE)........cuuiieuieiiiiii s | soressie s 0 o 0
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STATEMENT OF INCOME

1 2
UNDERWRITING INCOME Current Year Prior Year
1. Premiums earned (Part 1, LN 35, COIUMN 4).........ccoiuriieeieieseese ettt st en s ssess s sestans | sessesssssessessssaes 26,441,600 |..coovrrererrrernnas 24,081,111
DEDUCTIONS:
2. Losses incurred (Part 2, LINg 35, COIUMN 7).....c..ocuiieiiieiieieiesieeie sttt et saes s s s s st sesssssessns | sussssssssssssssssessans 11,006,948 | ..covvververerines 10,276,038
3. Loss adjustment expenses incurred (Part 3, Ling 25, COIUMN 1).......c.ccviirieiicieireiissiesieessssse s sessessssssesssssssssessessessesses | sosssessnssssssessssssess 1,567,137 | coveeeeeerrceiis 1,553,874
4. Other underwriting expenses incurred (Part 3, Line 25, COIUMN 2)..........cccovveiieiererssieissiseisssssesesessssssssssssssssesssssssssessesss | svssseesiessnsseessennens 10,914,970 | i 9,410,408
5. Aggregate write-ins for underwriting deductions
6.  Total underwriting deductions (LiNES 2 thrOUGN 5).........c.euuiuiieieiicie ettt ses st s s ssessns | susessessssssssessessans 23,489,055 | oo 21,240,320
7. NetinCOME O PrOtECIEA CEIIS........couivuiieiieiicie ettt s bbb sse st s ssessssssessenes | enbsssssessessssssessessassesentensnsses | aressessisssesassenssnsessensssssssansnes
8. Net underwriting gain (loss) (Line 1 MiNUS LINE B PIUS LINE 7)......uvuevreireiicieiseieiesssieis s sessessssssssss s s ssesssssssssessssses | sosssesssssessesssssssaas 2,952,545 | .o 2,840,791
INVESTMENT INCOME
9. Netinvestment income earned (Exhibit of Net Investment INCOME, LINE 17).......ccvcueineicrninrierreisiesseessssssessssssssssesssees | vsssessssssssesssssens 1,331,589 | oo 1,237,877
10. Net realized capital gains (losses) less capital gains tax of $.....39,836 (Exhibit of Capital Gains (LOSSES))...........cvvrrverrrenrren. JESTSTOURORRRORRTRROY 4 - - S STRUROROORRROONOON 26,889
11, Netinvestment gain (I0SS) (LINES 9+ 10).......ciieiciiireieiie sttt es sttt s s se e st sn s s st enssseeen reverenrenenennenneninnnn 1,405,422 | o 1,264,766
OTHER INCOME
12.  Net gain (loss) from agents' or premium balances charged off (amount recovered §.......... 0
AMOUNE CNAMGEA O $.....2) oottt s ettt s s bbb s s s s
13.  Finance and service charges not included in premiums
14, Aggregate write-ins for MiSCElANEOUS INCOME.........c.iuuiuiurrireiereiee ettt s bt s bbbttt
15.  Total other income (LINES 12 thTOUGN 14)..........cuoiueieieeiece ettt st bbb ann
16. Net income before dividends to policyholders, after capital gains tax and before all other federal and foreign
income taxes (Lines 8 + 11 + 15)
17. Dividends to policyholders
18. Net income, after dividends to policyholders, after capital gains tax and before all other federal and foreign
income taxes (LiNE 16 MINUS LINE 17).......ciiiuieieiieiciecsetese ettt st bbb b n s ssssssansenans | sesssssesssssssessesnsanes 4,306,544 | ..o 4,105,577
19.  Federal and foreign iNCoOmME taXES INCUITE. ..ottt sttt 1,483,979 [ oo 787,898
20. Netincome (Line 18 minus Line 19) (to Line 22) 2,822,565 | ..o 3,317,679
CAPITAL AND SURPLUS ACCOUNT
21.  Surplus as regards policyholders, December 31 prior year (Page 4, Line 39, COlUMN 2)..........c..ccoveverreerrereeeeireiessiesseieenes | ceveeieiieeiseiesiennns 46,018,904 | oo 43,257,781
22. Netincome (from Line 20) 2,822,565 | .oooeeeereiieins 3,317,679
23.  Net transfers (to) from Protected Cell accounts
24.  Change in net unrealized capital gains or (losses) less capital gains tax of $.....(2,599)........cc.ccoevvrrrerrerrieciesieereee e
25. Change in net unrealized foreign exchange capital gain (loss)
26.  Change in Net defermed INCOME taX.........cciiueiucieiieeseie sttt bbb baen
27. Change in nonadmitted assets (Exhibit of Nonadmitted Assets, Line 28, ColUMN 3).........cccooveeeiererserererseesesesiseseesienns
28. Change in provision for reinsurance (Page 3, Line 16, Column 2 minus ColumN 1)........ccccocueinereierneiiesreese e sesissiens
29, Change iN SUMIUS NOLES.......c.ucvuiiiicieiesteie sttt ettt bbb
30. Surplus (contributed to) withdrawn from Protected Cells
31.  Cumulative effect of changes in aCCOUNLING PHINCIPIES. ........ovieiuerieieiesiseie sttt ess st es s ssessessssss | svtesssssessesssssessessss b s stessassses | eessessssesestes s s st s s ssessensnes
32. Capital changes:
32,1 PG MMttt bbbttt | eeRE Rttt | Hbenb et
32.2 Transferred from surplus (Stock Dividend)....
32.3 Transferred to surplus
33.  Surplus adjustments:
33.1 Paidin
33.2 Transferred to capital (Stock Dividend)
33.3. Transferred from capital
34. Net remittances from or (to) Home Office
35, DiVIAENAS 10 SIOCKNOIAETS........ouvvueeurereiseiseiseisseise bbbttt ettt | sebsessse s ss s st nt st entsents | setesees et
36. Change in treasury stock (Page 3, Lines 36.1 and 36.2, Column 2 minus Column 1)
37.  Aggregate write-ins for gaing and I0SSES IN SUIPIUS.........c..c.cuivieeieeieiriiese ettt s ses s st sesssssessessssessessess | ssssessessssnssssensessnssssessessnsensesd | errsvessesssssssessssssessessssnsassans 0
38. Change in surplus as regards policyholders for the year (Lines 22 through 37)........cccuevveuminrirrinenseensssinsessssessssessssssnss | eererssessssssasssseseees 2871249 | oo 2,761,123
39.  Surplus as regards policyholders, December 31 current year (Line 21 plus Line 38) (Page 3, LiNe 37).......cccouevverveeesrerseinns | cervereeesieieisneenens 48,890,153 | wocverieereina 46,018,904
DETAILS OF WRITE-INS
0501.
0502.
0503.
0598. Summary of remaining write-ins for Line 5 from OVEMlOW PAGE.........cccveveiireieieeece et sssssssessens | eesesessessssesesssssssesssssssessesna [ evsesesisssssessess s sesees 0
0599. Totals (Lines 0501 through 0503 plus 0598) (LiNE 5 @DOVE)......cviuiuiiiiiiiiiiieiciitsies et esssssesesssessesssessssssneeses | eressssesssssssessessnssnsesessnssneneed | ovsessesisssssessssssssasssssessssanees 0
1401. Miscellaneous Income
1402.
1403.
1498. Summary of remaining write-ins for Line 14 from OVEMfIOW PAGE........ccriururienrirrinieiincineeiiseseisesssteeessssessessssessssssssessssssesss | eeeenessessnssssessssesssesssssesssessessa0. | eeresessesessessnsesssesssssessssnsenn 0
1499. Totals (Lines 1401 through 1403 plus 1498) (Line 14 above)
3701.
3702.
3703.
3798. Summary of remaining write-ins for Line 37 from OVErfIOW PAgE........ovuruririurriinnireireiecineiessiseeseessstssssessesssssssssssssssssseses | senessesssssessssssessnessessessssssessesQ. [ rereneensinesnsenesnessssssesesseseseens 0
3799. Totals (Lines 3701 through 3703 plus 3798) (LINE 37 @DOVE)........eruiuriiieiieeiisiesie s s eesnesse e semsenssnesessenssnsns | seesssnssssssssansssssesssssssssssesea 0 o 0
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CASH FLOW

Curre:t Year Prior2 Year
CASH FROM OPERATIONS
1. Premiums collected Net Of FBINSUFANCE. ..ottt sesienes | sbsesisesssesiseneses 28,206,102 | ..ooovvvvrvcrinnns 24,403,752
2. Netinvestmentincome... .1,601,024
3. MISCEIIANEOUS INCOME......o.vvuiieiiuiiiitiiii ittt | inb st | aese st
4. Total (LINES T HIOUGN 3)....ceeuereeriereereiieceseeeseessss s seessssees st ssess st ess s ess sttt sss st sssesssssssssssssssnssssensssnses | sesssssssessussssnnes 29,968,915 | ..vvvvvrrrerrerernnn 26,004,776
5. Benefit and (0SS related PAYMENLS.......c..cccvueiicieieise ettt ettt ssen s nsenans | entessesiesiensnsaens 10,965,860 | ...ocovververrrrrrrnnnns 9,893,368
6.  Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNS.........ccrverererienrnrieirninsineereinsinnies | reeeesnsinsisesssessesssssssssssssessnns | ressesssssssssessnssssesssesssssssssesens
7. Commissions, expenses paid and aggregate Write-ins for deUCHONS...........ccccveiiviisiiieee s siensenns | cvreesiesessessiesiens 10,612,574 | oo 8,010,744
8. Dividends paid t0 POICYNOIAETS...........cuu ettt ettt ss sttt et ss et st st s ssessensnns | setsessasssssnessstsssessestensessestns | ressesssssesessastansessesssesessesens
9.  Federal and foreign income taxes paid (recovered) net of $.....39,836 tax on capital gains (I0SSES)............cvurmvreeerreemrrerrirenns | eesrrsssssesessssssennd 622,671 | oo 1,680,352
10 TOAl (LINES 5 thTOUGN 9)..cvvuivereereriseeiseeise ettt sttt | reessssnssessssenen 22,201,105 | coovvvvercrirecin 19,584,464
11, Net cash from operations (Ling 4 MINUS LINE 10).........civriirieriereieissisiessstsese st sss s sssssses s ssesssssssssssssssssssessesssnsss | sesesssssssssssesssnens 7,767,810 | ovveeeererirereninn 6,420,313
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
121 BONGS. ..ottt Rttt | entseses et 10,691,709 | oovvovrcrirccennne 9,880,317
12,2 SHOCKS.....vvvrverereeereesiseeess ettt nn e | eeni ettt nentae | renes st
12.3 MOMGAGE [0BNS......ceuceueieeeee ettt ettt s bbb £ f s8R b et es st s s sessentenen | sebieesessesssesentessessest et ensessns | rebsessastssess st s e e sttt nt e
124 REAIESIALE ... Rttt | eeri sttt nentae | Sreres et
12.5  Other iNVESIEA @SSEES........uveuiiiiii bbbt
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments...
12.7  MiISCEIIANEOUS PIOCEEAS. .......ucveiveieieciiciiie ittt bbbttt bbb s bbb bbb s bbb bbbt n s baen
12.8 Total investment proceeds (LINES 12.1 10 12.7).....c.cevevrieieeee ettt s st s sss s ssssssasssnans | evsesessessssaesensans 10,691,695 | .ooovveeveriirnns 9,880,317
13.  Cost of investments acquired (long-term only):
10 T = OO PP TSTPTTR [SPTTR 17,610,098 | oo 11,845,961
13,2 SHOCKS....vvvreversceraesiscess e esse bbbt tnt e | eebiene bttt nente | st
13.3 MOMGAGE 0BNS......ceuerirceeieiie ettt sttt s s et ss s entnssessentnen | nebsessesssssnssantanssnssestensessessns | eessessntsesessestansens st et enteneas
134 REAIESIAE. ... | siini e | b
13.5  OtNEr INVESIEA @SSEIS. .. .vuuverrirrirrireti ittt | ebstsseees s siens | cbseebsetssees e
13.6  MiSCElANEOUS @PPIICALIONS. ........cvrieircisiiiieiie ettt se sttt en s s s s sn s st essnsensesnnas | _sssesssssssessessessnsansessas 11,133 |
13.7 Total investments acquired (LINES 13.1 10 13.6).......cceveuiireieieiisisicieieteee ettt ssaenes | tessessssssssssseesans 17,621,231 | oo 11,845,961
14.  Netincrease (decrease) in contract [0ans and PremMiUm NOLES..........ccuviueieiriicieiieee ettt sse st sesseses | ressessssssesestesses s tesssssessesans | sbessessesssssesses s s s ssessnes
15.  Net cash from investments (Line 12.8 minus Lin€s 13.7 MINUS LINE 14).........cvrririnrrrinineerrincreensessisesessesesseessssssssssssssssesesss | oeesessssssssssssnsens (6,929,536) [ ...vooveverrerrireenns (1,965,644)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1  SUIPIUS NOLES, CAPIEAI NOES.......evieevicicrereie ettt st bbb saesss s b sses s sessesassanssssessesses | stessessesesessessesssesssssessssnssenses | sesessessessessessnssssesses e sessessesanes
16.2 Capital and paid in SUPIUS, €SS tTEASUNY STOCK. .........uvururririiririircereire et seerecs ettt sse sttt sssssensssssessns | setsessesssssseesessssssssestesssessessns | rebsessssssssessssssssessessesssessesens
16.3 BOITOWEM fUNAS.......vveurirrereriierisiesesesi ettt enes | cenisenss s st essb s st | cresessessss s est s
16.4 Net deposits on deposit-type contracts and other iNSUrance abIlItIES............ccueveviieieiieceiee e | vt | eresessss et seens
16.5 DIVIENAS 10 SIOCKNOIABTS............vveuceirericeiieri sttt rassenes [ eeninensssessnessesssesssssesssnentas | coessssessssneess s essssee st
16.6  Other cash provided (APPHEA)...........cvuruiviiieieiiciiee sttt bbb sse s ss st s bessessessens | srsssessesissessessessssssansensesaneas 0 ] 0
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Lin€ 16.6)..........ccovvvreurerirrenrrns [ o (O 0
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15 and 17)........ccevvveerreereeveineereeens | coereeivereeeseeeeisns 838,274 | oo, 4,454,669
19. Cash, cash equivalents and short-term investments:
19.1 Beginning of year. ..8,499,364 ..4,044,695
19.2 End of year (Line 18 plus Line 19.1).... 9,337,638 8,499,364

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

[ 20.0001

NON-CASh EXChANGE OF DONUS.........cviiecicii sttt ss e s ess s s s ssss s snsenssssnsessnssnsensssssssnssnssnsssnssnsanss | sessesssensssssssnssnsanea 693,755 |

............................ 516,266 |




Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS EARNED
1

Line of Business

Net
Premiums
Written per

Column 6, Part 1B

2
Unearned Premiums
December 31
Prior Year-
per Col. 3,
Last Year's Part 1

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

Part 1A

4

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

1.
2.
3. Farmowners MUILIPIE PETil.......c.cuirircrrrresee et | cresseeneessieseessesssesesssssnens 0 [ e | s 0 [ oo 0
4, HOMEOWNETS MUILIPIE PEIl. ... | sressesssssssese st esssenans 0 [ | s (0 RO 0
5. Commercial MUIIPIE PEFl........eveieririireseiseee st sseestenes | seeessessesssesessessssesessessesens 0 | e | e (0 RN 0
6. MOMGAGE GUAIANEY......coevririeireieieieie et sesensessens | sressesssssssesessssessesssnsassans 0 [ | s (0 R 0
8. OCEAN MAIMNE......ceoureeiieieeieeiesie ettt sb e ssienns | eebisesteesise st ese b reeees 0 [ e | e 0 [ oo 0
9. INIANG MAMNE......eooviviereriie e nestas | eresesssseeessenessnesesaes TAB9 | e 6,307 | v 6,849 | oo 6,926
10. FINANCIal QUAANTY........coiiieicrecc e nseneis | coesseeee st nee s ensesnnns 0 | e | et 0 | oo 0

1.1 Medical professional liability - OCCUITENCE...........ccevriieriicreieieesieeeeeeenes | ceversreses e 0 [ o | e 0 [ e 0

112 Medical professional liability - claims-made.............cccceverrrrerieririsieieieens | e 0 [ | s 0 | oo 0
12. EAMhQUAKE.........ooiveiicccee ettt | sebenste et 0 [ | e 0 [ e 0
13. Group accident and NEalth.............cceucvirieicisecee s | e 0 [ | s 0 | oo 0
14, Credit accident and health (group and iNdiVIAUAL)............ovuremiererrrnininrrnins | e 0 [ e | s (0 U 0
15. Other accident and hEaIN. ..o | e 0 [ e | e 0 [ oo 0
16. WOTKErS' COMPENSALION.........vvrireeriiirieieisereieieiseieeeee et esesseeessssssseens | sesessesssssssessesssssssesseesssesse 0 [ e | s 0 [ oo 0

171 Other liability = OCCUITENCE...........cvueiireieie ettt ssnes | essessesssses e sssesse s snsenee 0 [ | s 0 | o 0

17.2  Other liability - claims-made

17.3

18.1

18.2

19.1,19.2 Private passenger auto abIlity............ccourveririirineirrereseeereseeeiees | sereeeeeesesesessessesenseeneeenee 0 [ e | s 0 [ oo 0
19.3,19.4 Commercial AUt lIADIIIEY..........coverrerieieiireieiesee e essssssesens | ersssessesessssessesesnsensns BT0 [ oo | e [0 TR 570
21. Auto phySiCal dAMAGE.........cceririeieiieiriee et ssnes | eresessssessnneesns 27,593,317 | oo 11,382,347 | oo 12,790,942 | ..o 26,184,721
22. AIRCTaft (Al PEIIS)......cvuvviveiicieiice e es e aens | sorebesssssessssesesssesessnebesans 0 [ o | e 0 [ oo 0
23, FIAEIIY. ettt | et L0 OSSO OO (U R 0
24, SUTBLY vttt ettt bs | ebenaebesesr et s ettt snaeaa 0 [ | e 0 [ e 0
26. BUGIAry @nd thefl.........cueiireecc s etessenes | frebsee sttt ees 0 | e | e L0 0
27. Boiler and MACKINEIY..........cevieieiccecce e sssees | saebesstes st es e ene 0 [ oo | e 0 [ e 0
28, GBIt ettt | eris st 214,725 | oo 436,861 | ..oeveeeercriierinnne 398,655 | ..voceerrrrirreiininne 252,932
29. INEEINALIONAL......ooveec st eniees | erereres st 0 | e | e L0 OO 0
30. WEITANEY ..ottt sttt bbb snsenas | sbtessebestessesssssssessesssssnsenei 0 [ | s 0 | oo 0
31. Reinsurance - nonproportional assumed PropertY...........cccceieeireeeriseiieies | coersvesreresisessssssesessssesssens 0 [ o | e 0 [ oo 0
32. Reinsurance - nonproportional assumed liability.............cccocoeeieierisierineins | e 0 [ | s 0 | oo 0
33. Reinsurance - nonproportional assumed financial lINES...........coe.everrreinrnnnns | corvreneensinsinesssseiesesennes 0 [ e | e 0 [ oo 0
34. Aggregate write-ins for other liNes Of DUSINESS..........coveiiviieieieiisieeiiis | crerierisesesssssessenessseeneas {0 R [0 OO [0 PR 0
35. TOTALS ...t snenees | eviressesssssssnens 27,812,531
DETAILS OF WRITE-INS

30T, Rttt ante | eeteeetest ettt eni 0 [ e | s (0 R 0

3402, s | st 0 [ oo | e (O R 0

BA03. Rt nes | rnest ettt L0 OO ORSUPIR OT OO (O 0

3498.  Summary of remaining write-ins for Line 34 from overflow page........ccccceevvee | ceveeviveeviceeeeereeies 0 | s 0 [ oo 0 [ oo 0

3499.  Totals (Lines 3401 through 3403 plus 3498) (Line 34 @DOVE).......vvurrrrenriinins | corrermirnrsnsississessnessessnssnenas {0 [0 (01 PR 0
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UNDERWRITING AND INVESTMENT EXHIBIT

PART 1A - RECAPITULATION OF ALL PREMIUMS
1 2

3 4 5
Reserve for
Amount Unearned Amount Unearned Rate Credits Total Reserve
(Running One Year | (Running More Than and Retrospective for Unearned
or Less from Date One Year from Earned But Adjustments Based Premiums
Line of Business of Policy) (a) Date of Policy) (a) Unbilled Premium on Experience Cols.1+2+3+4
1. I | sttt | sreberee et | febene bbbt enes | fhbeteb bbbt | bbb 0
2. ATEA TINES......oooieieiiiiiirir s ees | corest e st nies | sonebenasenss bbb | soemsiessi b se bbb e | eesbaesbesb s | i 0
3. Farmowners MUIIPIE PEIL.......c.cuiuiiiiiisieiecssse e | sevsssssssesessssessessssssenss | eressssessesssssssesessesssssssess | sesssssssessesssssssesessssessesies | oesessesesssssssessessessssesens | srsessssessesiessssessessesssns 0
4, HOMEOWNETS MUIIPIE PEIL......ocviieicicieiie e isisniens | cressssssssesessssessessssssenss | eressssessesssssssessessessssassess | sessessssessesssssssessessssessesses | ressssessesssssssessessessssasesse | susessssessesessssessessessesns 0
5. CoMMETCIal MUIIPIE PETL......vveeiriveiieiciieieiee et isstenss | eeressssessesessssssessesssssntes | sessessssessesssssssesessssensesss | sossssssessessesssssssessessssessess | sessssessessessssessessessssessasses | soessessssessesessnsessesesnes 0
6. MOMGAGE GUAIANEY......cuevrvrieeireieieisietseie et ssssessessesns | sressessssessessessssessessssssesse | sssessssessesessssessessessssassess | sesssssssessessessssessessssessesses | rssessessesssssssessessessssasense | srsessssessesessssessessessesns 0
8. OCEAN MAIMNE.......oouiiiiiriiiiiei et | sobiesbiss st ens | sebsesb s bbb ess | sosnts s bbb enes | shesbses s enss s | shbsbisse bbb s nsees 0
9. INlaNd MANINE.........ovriii e
10. Financial guaranty............ccccocevevviennne
1.1 Medical professional liability - occurrence
112 Medical professional liability - ClAIMS-MAGE...........ccieverereriririeis [ | et sssissseses | ersssessssssssssessssssesseseses | stessesssssessssssssssssessesinss | sesessessesssssesssssesssnenn 0
12. EAMNQUAKE.........ooiviiceicee et | ctnnsbesessses s ssssssesssess | sebesissesssissesssstessssssessnns | seetesesissesssstesesssesssnteses | esisesesestetessresessssebanetes | setesiesesesseressnesesenaesenad 0
13. Group acCideNt AN NEAIN............ccveevcveeeeccsctee et | ceveeseerese e sssssssees | seesessssessesisssssessssssesseses | stisssssessesesssssssesssssssessess | sesessessessssssessesssessassessns | seesesssssessesessssessesnsenes 0
14, Credit accident and health (Group and iNAIVIAUAL).............ccveveieies | cevreriereieieeierseeieiisisiies | eeevessssesesiessssesessessesseses | evisssssesssssssssssessssssessess | sesesssssesisssssessesssssssssases | seesessssssssesessssessesssenes 0
15. Other acCident @A NBAIN. ............ccu s [ et esieniens | cebesiess st ens | cesees e sess e ness st i enes | ebseesseesseess e nees | shieesi ettt 0
16. WOTKETS' COMPENSALION. ..o eeissesssssseenes | sereeseessssssesssssssessessssssans | sessesssssssesssensssssessesnssesses | sressssessessessssessesesssssssenss | srsesssssssesessssessessessssessess | sesssssssessessessssssessessesns 0
171 Other liability = OCCUITENCE. ......vuverrirrrrrerieissreseississsessisssssssnsness | seessssessssssessesssssssssssssssns | sesessessnsssessmssssssssssssansnss | sressessessnssessesssssessassansss | sessessessessessessssssessossanssns | sesesssessessessnssessessnssens 0
17.2  Other liability = CIAIMS-MAGE..........ovurrierirrieierrrieieseieississies | seeresississiessesssssesssssesses | seessessnsssesssssssssssssssessnss | ressessessssssessesssssessessansss | sessessessssssessessasssessessansns | sssesssessessessnssnssessnssens 0
17.3  EXCESS WOTKErS' COMPENSALION. .........evuureirirrireereieeeireirsieeseieens | cererneseeieensseseeneissiesees | seesessssessssssssessessssssseses | oeesssesseeesnssessessssnssesenns | censsnssesesssssssessesssssssessens | sessessssnssesesnsssssesesnsen 0
18.1 Products liability = OCCUITENCE..........eueurireireieirceieireisereeseisseiees | ereeeisessesessesesssseesenssnnss | eeeensssssessssssnssessessssnssens | sessessssssseeessssessessssssseses | resnssessessssssssssessesssssssesne | seseessssssesessssssessessesns 0
18.2  Products liability - ClaimS-Made...........cccvvurirrirircrerirerniiens [ e | et sessessseees | reesesesseesssstesesnsssssesenns | cersteesesesne s netsstesens | seeseiesseseseesssesseseenee 0
19.1,19.2 Private passenger QU0 ADIIILY. ..........cocreurrrrieiririerrereeeinees | vereeineisiseiessseinsinns | eeessenssesssenessssessesstssses | creesessstesesnssssssssesssssssesss | srsesnessssesesnssessessessssessens | sessesssssssesesssssssessesneen 0
19.3,19.4 ComMErCIal QULO lIADIIIEY..........veureererierieiececiseieeecreisissinsieins | crrsesesssessssessssesssssssseess | sessesssssssssssssssssssnssesssnssns | sesessssssessessesssssessessanssnes | oessessssssessessnsssessnssasssnsss | sessesssssessassssssessanssnssn 0
21. Auto physical damage..........cceuviieriiciriceesee e ssees | erereneesens 12,620,197 | .ovvevereireiae AT0,745 | oo | e eesssaens | eveesesssaenans 12,790,942
22. AVFCTaE (1 PEIIIS). .. veeverrereeceeieiieeircie ettt esenns | eressesssssssesessssssessssesssnens | seesessassseesessassssssnssassnssnne | sesessesssssessessasssnssessassnnes | sressessasssnssessasssnssnssessansns | sessessessessssssssnssassnnean 0
23. FIARIIEY. ...ttt bsses | cretsenssnesesssenessnsesennstetn | ceseeetessesen st nsea e entens | sebeeeetsensee et ns et tesienes | febnetensenetens s nnnentenne | eereenetent e nst e nneed 0
24. SUIBEY .ottt sttt s bbbt | Sesessenteeeesses b et e st st entnes | frestestetestessas b e ssessentntns | nebsestestesses s st st s s st entns | Shseesenteees st et s s st st nns | Srententiee st st es st eeee 0
26. BUFGIANY AN e ...t | seeseesessssesessessssaeesssestns | cesessessassseesestassssssestessnes | sessestasessesessassnsssessassansns | sessessesssssessessnsssessessansns | sesessssssessesssssessesssssnes 0
27. BOIIEr @Nd MACKINEIY.........couiiiiiieieieicsie ettt eisnas | sesssessssesesssssssesssssssenss | sresissessesssssssessessssssssssess | sevessessessesssssssessessssessesns | sossessessesisssssessesssssssassens | sriessssessesisssssessessssnsns 0
28, GBIt e | e L4 TR [ 398,576 | .vvvueverrrirerinerireniinees [ seevineeisesisesenesssennens | e 398,655
29. INEEIMATONAL. ..ot nesines | ceteetiese st ssiaes | sresesesssss s sesb st sisens | sebenebseeb et s s s s entienes | fhitsb sttt | bbb 0
30. WEITANEY ..ottt sss st sssstessesaes | svsessessssessesisssssessessssssans | sesessessessessssssssssesssassesses | siesissessessssssessessssssassesss | sressesssssesssssssessessssessesess | sesessessessessssssssssessessnses 0
31. Reinsurance - nonproportional assumed PrOPEIY............c.curieves | oerrerreieieieissieseieissens | erreiisiessesssssssesesesssssssens | sesesssssessesssssssesessssessesies | osssssessesssssssessesssssssasesss | sroessssessesiessssessessesssns 0
32. Reinsurance - nonproportional assumed ability...............ccceieiies [ e [ e eisssens | cevessssssesssssssessssssesseses | sessessesesisssssesessessssessens | sriesissessesisssssessesesssns 0
33. Reinsurance - nonproportional assumed fiNANCIal INES..........ccccc. [ [ e | cevessssesesssssssesessssessesies | ossessesesisssssessesssssssesens | sriessssessesiessssessessessesns 0
34. Aggregate write-ins for other lines of bUSINESS..........ccevieieiieies | coeiieisieieieecsisieaa [0 IR [0 I {0 IR [0 I 0
35, TOTALS....ocoircinerieisiesiseessesessesisssssessssesssssnssssssessseens |essssssssssssnees 12,620,275 | ..ovveiirriciinnas 576,171 | oo 0 | i (V] 13,196,446
36. Accrued retrospective premiums DASEA ON EXPEMIENCE. ..........cuuveuiiiiiiieiie ettt ettt et s s bbb st s e b s s st s s b bbb bt s st s bt ensesnns | sbsnsssessessstenses e b st es s seees
37. EQrNEd DUt UNDIEA PIEMIUMS..........cvuiiiiiieiscisie ettt sttt s et s s s s8££ s8Rkt s bbb en s et st nsassennns | ebsessssessessessntensessessnsnd 0
38. Balance (SUM Of LINES 35 thrOUGN 37).........cvuiviiieiiieiiicieciei ettt sttt s sttt ettt en s st ssess et antessesnsensanss | suessesssessesas 13,196,446
DETAILS OF WRITE-INS
BA0T. st | Seebs et eens | stebe ettt | sests sttt | srest sttt | rersinene st 0
3402, st | Seebs R bt enns | srese et ens s | serts sttt | seest ettt | rersseene st 0
BA03. b nnt | etttk | seeseene b ens s | sests sttt | seest sttt | reres et 0
3498.  Summary of remaining write-ins for Line 34 from overflow page | .....ccooeveveveninieenns [0 [0 {0 R [0 N 0
3499. Totals (Lines 3401 through 3403 plus 3498) (Line 34 above)....... | ccccceevevrincireirerennnas (O PO (O O 0 | o (O o 0
(a) State here basis of computation used in each case: Reserves are computed by pro rata methods except for the company's GAP product which is computed by the Rule of 78s method.




Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1B - PREMIUMS WRITTEN
1 Reinsurance Assumed Reinsurance Ceded 6
2 3 4 5 Net Premiums
Direct Written
Business From From To To (Cols.1+2+3
Line of Business (a) Affiliates Non-Affiliates Affiliates Non-Affiliates -4-5)
1. T ettt nens | sreseeeeas 379,737 | e (3,575) | cvvrevrennn 4,205,036 | ..cooooverrrineieininins | v 7,384,773 | oo (3,575)
2. ATTIEA TINES....ooveeieeieieerieesiereer s sesssenssens | cessensieessenens 2,819 | oo 27 [ et | e | e 2,819 | oo 27
3. Farmowners MUILIPIE PETl........c.euiriirrerercee s | cereieirsisseeneinsineees | eeesssenssesseessessiesees | eessessssesssseesensseses | sesessessssssssssessssnnsasse | eesessemeenessssessnsnnsnns | ossessessssnssesesnssnns 0
4, Homeowners MUItpIE PEril..........cceeviniiieeneeessee s | e 34,251,036 | .ooveeereerereieens | e 8,063,709 | ..ovvvvvrereireivirrieins | e 42,314,745
5. Commercial MUItiple PETil..........cocvevvevevereieieeseeeee e | evereis 5,916,144 | .ooooeeeieeeeieieeies e eeisssiens | eevesissssesesessssssnes | cesesienns 5,916,144 | .oovivirierenn 0
6. MOMGAGE GUAIANTY......cvevrivrieiieieieisire et ssssessesssnnes | ersessssssessesssssstessesss | sessesssssssessesssssnsesiess | sressesssssssessessesssseses | sesessessnssssessesssssnsosse | essessessessssassessessnsens | essessessssesessessnsens 0
8. OCEAN MAMNE......vvereeeeeeeeieeeteeeeerieeeese e eses s esessesssessssenstens | everesenas B768,188 | ..ooeecveeeeeiieeiiiens [ eereeeieeeseeessinnies | cereressiss s | ceveneaens 4,768,188 | ..cooveeerveeereren 0
9. INIAN MAMNE......ooovvreririieiererere e eessssnis | eesssenen 2,462,132 | oo TABY | oo | ereeeieeninesiennieens | rereeseens 2,462,132 | oo 7,469
10. FINANCIAI GUATANTY........uveriececeeiicieeie e eeessstseessssseseesessessseens | ssestesesessesssssessessanes | sesesssssessessssssssessnns | seessssssssessassssssssassns | sressessssessssesssssnssesss | sesessnssessessesssnssessens | sessssesssssnsssessassnnes 0
1.1 Medical professional liability = OCCUITENCE.............coeviiveiriereieiieiies | vt | evvseresisesesssesssines | eresssissesssesesssssesinns | sesesesssissessssesessssessns | essesessssssessssssessssees | sevessssessssssesssssennn 0
112 Medical professional liability - claims-made...........ccccoovevieiverveeis | covreienns 1,247,290 | oo [ eereerieeiereeieeseneies | ceveeeeeseeesesssenenenes | ceveneeens 1,247,210 | oo 0
12. EAMNQUAKE.......ooiviicrccec sttt bsssesensnns | sesvessssesessssssssssesens | essssesessssesesissesesintes | sresssissesesesesssnsesinse | seresesssiesesessesesssesans | esseresssiesesssssressnenes | sevesseresssissesisesennn 0
13. Group acCident @aNd NEAIN..............cccvcveiieiccseceeee i | et sesisisniesies | eviesissessesesessssssiens | evesissessessssssssssiens | sesessssessesesessniesies | seressesissessesesesessenes | seesesessessesiesssenes 0
14. Credit accident and health (group and INAIVIUAL)............oeverrrrrirns | e | crersseeenssnsssesnsnnes | eensinssesssssssssssinns | sesessssssessssssssessesses | soessessessessnsssssnssenss | sressessassssssessessnens 0
15. Other acCident and NBAIN. ..o | creeisesinesiesiesienies | sressessisssisssisssinsies | eebsssnssesssssssiesssnnses | srsssmssnnssnnssnnsinnsinenes | seriesisssssssnssnesiness | sesssssssessssseeneas 0
16. Workers' COMPENSALIoN..........cccoivevricreieeeesiee e essesssseesessrens | cvesesinns 1,653,520 | .coovvvereeeeieeiins | e 858,316 | ..cevevveriiereieeees | v 2,511,836 | oo 0
17.1  Other liability - OCCUITENCE.........cvivieerreieiseieie e | seveans 13,039,370 [ .ovvieiiieieiieiieies | et | svereisssessessssssenenens | seevenns 13,039,370 | oo 0
17.2  Other liability - claims-made.............ccoevvivererierrereieeeeeeeecseenns | cereiennns TA78,038 | ..o [ erreirieesieieesinieins | e | srereneeens 1,478,038
17.3  EXCESS WOTKETS' COMPENSALION........coucveveieeiieiieiiiisieieissiesiesesisiines | cevsssessesesssssssesessnss | seessssessessesssssssesiessns | srsesssssssessesssssssesiesse | sessesssssssesesssssssesiess | sressessessssassessesssseses | sressesssssssessessssanse 0
18.1 Products liability - OCCUITENCE..........ceveirieeirieieeeciesieeseeeieseiens | cerveiesesesnnns 2,508 [ .o [ e | e | e 2508 | oo 0
18.2  Products liability - ClaIMS-MAAE..........ccerireirriiirrieicieeieeessieiens | cerssissesensissenesines | ressssssesesssssssesesnns | eriesssssssessesssssssesiesss | sessesssssssessesssssssesiess | srsssessesssssssessessnsenes | sressesssssssessessssanse 0
19.1,19.2 Private passenger auto liability............ccoovrrrireinrrrininennincnnneens | e (T4 TSN OPUTIRTRRRRR IOTTRRTTRRRTR ISTRR (1,679 | v 0
19.3,19.4 Commercial auto liability...........cc.c.ovrvvererireerirnerrinerreeeei | e 81,509,166 | ...ovvvrerrrirrernne Y (VN I 26,895 | ..o | s 81,536,061 | ..oovvverrrrirrinnne 570
21, Auto physical damage.........cooccerverrreeieerereerereeeeeeeseessseeessesnens | eeeeneees 25,181,847 | .......... 27,593,317 | v 155 | e 14,566,650 | .......... 10,615,353 | .......... 27,593,317
22, Arcraft (@l Perils).......cc.vverrrrerenrrirerniereesresessesiessiesies | e 1,551,959 | .oooiirrrieriernines [ eorereiesnineesiessens | eeoeresnesinesiensienns | e 1,651,959 | ..ovvvrereiricinne 0
TR T OO OO OO OO UPTURN YOPOOOPO ST PPTT OPTUROTOSRTORSSPRTUORN PUTTURTOPPSURPPRPIUIRE PUTSRTOPTOSRRTRRRURTIN PRTSRTIRRPORTRRRSRRTIRN ISP 0
24,
26.
27.
28.
29.
30. WEITANEY ..ottt saes | evsessssssssssssesssssntens | stessesssssssssassessssanses | sevessessessesssssssesesinss | ossessessessesssssnsesiesins | svesissssssssessssssessesas
31. Reinsurance - nonproportional assumed property............ccceeevveens [evrerenne. XXX ooievivend] cervrsreseseeiiiesnnies | eressissssssesnisesnns | eoveesssissssssesessssssnns | verseresesissssssssesssiees | seressesesssssesssenenns 0
32. Reinsurance - nonproportional assumed liability.............cc.cccoeoerverees ferrrrirennes XXX etiveees] e sesssiies | eoveseiisissesisissessnnns | essesesissessessssessesens | sessessesisssssesesissenes | siesiessessssesessssneen 0
33. Reinsurance - nonproportional assumed financial lines............c..cce. [sevrevennn. XXX tirviriee] corereireinsnieiisinsnies | vereeeensinsessssinsnnns | rsesseensssssessessssnsnns | enssessesssenssesesnesnsns | sressessesnssesesnesnne 0
34. Aggregate write-ins for other lines of bUSINESS..........ccoevevvieiieieies | cvisiierieisieieinnad [ I {1 P [ I [ ] P [ I 0
35. TOTALS.....cooevreerrrieesetesisse st ssssssssssssssssssssssssenssnssens | seesens 178,094,230 | .......... 27,812,531 | ......... 13,154,111 | ......... 14,576,999 | ........ 176,671,342 | .......... 27,812,531
DETAILS OF WRITE-INS
BA0T. ettt | esseenstestesetastesnenens | sressesnstessesetantessenes | seressesnetantesennntennenne | essessesnntentesennntennens | seessessesnesnntenesnetentes | treseressnssesnesesanee 0
3402, ettt | srteeri sttt nns | sernessi st enes | st nnens | creneseenes s | et | e 0
303, sttt | eeseesstesteseanstessenens | sresseenstensessetastessenes | sesesseenetantesennstennenne | essenseenetentessennntennens | seresesseenetnntenennenenies | treeserinensnenseeeeane 0
3498.  Summary of remaining write-ins for Line 34 from overflow page..... | .oocoovevevinieinnnnd [0 I (1 [0 I (1] I (O I 0
3499.  Totals (Lines 3401 through 3403 plus 3498) (Line 34 above)........c. | crvererrirnincinninninad [ [P 0 | o [ [P [V I [ I 0
(@) Does the company's direct premiums written include premiums recorded on an installment basis? Yes[ [No[X]
If yes: 1. The amount of such installment premiums §.......... 0.
2. Amount at which such installment premiums would have been reported had they been recorded on an annualized basis §.......... 0.




Annual Statement for the year 2016 of e N@tional Specialty 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)

©oo®D Gk wN =

—
o

Farmowners multiple peril.
Homeowners multiple peril
Commercial multiple peril..
Mortgage guaranty....
Ocean marine
Inland marine....
Financial guaranty.....

Medical professional liability - o

Medical professional liability - claims-made..
Earthquake.........c.cocovvviriennne

ccurrence.

Group accident and health............ .
Credit accident and health (group and indi

Other accident and health
Workers' compensation
Other liability - occurrence.
Other liability - claims-made
Excess workers' compensation
Products liability - occurrence...
Products liability - claims-made

vidual

).

Private passenger auto iability..............couerirnienieeeeesas

Commercial auto liability
Auto physical damage
Aircraft (all perils)
Fidelity

Boiler and machinery.

CrEAILL .ttt bbbt

International
Warranty.

Reinsurance - nonproportional assumed property.
Reinsurance - nonproportional assumed liability.

Reinsurance - nonproportional assumed financial lines
Aggregate write-ins for other lines of business

TOTALS ...t

.3,61

104,885,925

DETAILS OF WRITE-INS

3401.
3402.
3403.
3498.
3499.

Summary of remaining write-ins for Line

34 from overflow page
Totals (Lines 3401 through 3403 plus 3498) (Line 34 abOVe).........cceererrrernirnas




ol

Annual Statement for the year 2016 of e N@tional Specialty 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
Net Losses Excluding Net
Incurred but Net Losses Unpaid Loss
Reinsurance Deduct Reinsurance not Reported Reinsurance Reinsurance Unpaid Adjustment
Line of Business Direct Assumed Recoverable (Cols.1+2-3) Direct Assumed Ceded (Cols.4+5+6-7) Expenses

1. I ettt | Hinebieeb e 174,000 | oooocveeicriceieeinns 77,000 | oo 251,000 | .o (01 230,000 | .o 670,020

2.

3. Farmowners multiple peril.. | .

4. Homeowners MUItIPIE PETil...........c.riuiuieii i | eeeeeiesiesisnis 1,585,000 | ..o 64,000 | ..ooverririeris 1,649,000 | ..oovverinrieinrinriinnieend0 | s 19,157,000 | ..ovvorvrriiinns 1,643,000 | ..coovrerrrrinnn. 20,800,000

5. Commercial MUILIPIE PETil.........c.ovririerrrirriessessssee s 22,853,951 | oo senienes | rreeeessnienenens 22,853,951 | oo s 21,378,000 | ..ooveereeeeererireieeeesneseerens | oeereninneeennsnes 21,378,000

6. MOMGAGE GUAMANTY. ......cvriviieircicieie et entens | eesssessessessssessessssessessessnsanee ettt | ettt | oo

8. Ocean marine. ...4,931,000 |.. ..4,931,000

9. Inland marine...... .131,000

10.  Financial guaranty......
11.1  Medical professional liability - occurrence
11.2  Medical professional liability - claims-made

12. EArthQUAKE........coevreiciie e

13. Group accident and health..............cccceeveeiiiceicecc e

14.  Credit accident and health (group and individual)..

15.  Other accident and health.. rev | e | s

16.  Workers' compensation...... ...4,610,000 . ..5,144,000 .6,784,000
17.1  Other liability - OCCUITENCE. ... v sseessnenenns 4,383,575 | .oooveerrrirrirrinienns 177,620 | oo 4,383,575 | oo 177,620 | e 18,904,000 | ...covvrrrrrrnnerenn 297,240 | oo 18,904,000
17.2  Other liability - claims-made 521,000 [ .oeoeeriireieineineeneeseeeens [ e 521,000 | ..ovvovrermrrmrirnrirnniinninneen0 [ 3,548,000 3,548,000
17.3  Excess workers' compensation..
18.1  Products liability - occurrence
18.2  Products liability - claims-made..

19.1, 19.2 Private passenger auto liability
19.3, 19.4 Commercial auto liability

........................... 120,030

21.  Auto physical damage ...2,638,038 1,222,031 |.. ..2,638,038 .3,007,359 | ... ....3,007,359 | .... ..183,186
22, AIrcraft (all PEFlS).......covuivevieeieiieeeee e 780,137 | oo | e 780,137 174,000 174,000
23, FHEIIY.coocveeeececce ettt sttt esens | eriesaest st s st stes st saes | sebaesssssesasstesse s stessessesieses | sressiessessestessessessesssnsessensans | sressensesesssnsenseesessensenseens0 | eeressesessessess e seesseneas 7,000 [ .o | e 7,000
24, Surety....cccoeuen 111,000 |..
26, BUGIary @nd theft.........cooiiieicee e eesiens | st | retenter ettt sesnntense | ersesnntene sttt
27.  BOIlEr and MACKINETY. ...t ese st ssesses | sesssseesesssssssesessesssssssssessentas | fessesssssassssssestanesessessenssnssnes
28.  Credit
29. International
30.  Warranty
31.  Reinsurance - nonproportional assumed property
32.  Reinsurance - nonproportional assumed liability...........c.ccooeneurrrininiennee
33.  Reinsurance - nonproportional assumed financial lines.
34.  Aggregate write-ins for other lines of BUSINESS..........c.cccevveveiveiericiisiieieiins e |0 | e
35.  TOTALS 69,980,056
DETAILS OF WRITE-INS
3401.
3402. L0
3403. .. L0
3498.  Summary of remaining write-ins for Line 34 from overflow page
3499. Totals (Lines 3401 through 3403 plus 3498) (Line 34 aboVe)........cccoecvvcerien | evvrsrieissiieriessissieriensnne0 [ vieisisiieiieississisicisisienns [
(a) Including §.......... 0 for present value of life indemnity claims.




Annual Statement for the year 2016 of the

National Specialty 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:
1T DIMBCE ettt | eees st 22,182,337 | .oovereceeerereeeiseninsesiens | cererssnesseees s | seeseeesssesnns 22,162,337
1.2 ReINSUraNCe @SSUMEM...........ccuriiuiiiiiiiiiciceis s | cossssesssnssenenes 2,011,553 | oo | | s 2,011,553
1.3 REINSUrANCE CEUABM.........oovieiiieceiece ettt stenees | crereeiseneenanas 22,606,753 [ ....oovieiieeeriiieeereeeeeiie et ineen | cerereeeeniinn 22,606,753
1.4 Net claim adjustment services (1.1 + 1.2 = 1.3).c oo | cvereisssenennens 1,567,137 | oo [0 P (0 T 1,567,137
2. Commission and brokerage:
2.1 Direct, eXcluding CONINGENE........c.vvriirireiiieieieieisie s sessssesseeees | sereessssssssssssnsssssesssssssesses | sesessesssenssesses 47,252,173 | oo | e 47,252,173
2.2 Reinsurance assumed, excluding CONINGENL..........cceveurieieieieieieeiesieseies | e | corssessesessssenns (B,773,784) [ oo | e (3,773,784)
2.3 Reinsurance ceded, excluding CONINGENL.........c.vviuriirirriincrieeereieeissiees | eeeeeisssneeseesssssseseessienes | sessssesssenssennes 48,573,176 | .ovoveviereeeeeeeseeeiees | e 48,573,176
2.4 CONtINGENE = AITECL.......cviveiieiciciei ettt bsesnss | sesessessessssessessesssessessesnns | srsessssessessssensenes (211,287) [ 1oveeereeieseesesessienens | e (211,287)
2.5 Contingent - reiNSUrANCE @SSUMEM..........cuvurrriieiirereireerereeeieisesesseeseesessssessenses | sreeseessssssessesssssssnsessssnssens | sessssesseesssnssesenns 225,358 | .o | e 225,358
2.6 Contingent - reiNSUrANCE CEABM.........oiuiieireireiiieieieieissie et ssssessenseses | sesessessessssessesessssssessesnsns | srssssssessessssensenns (211,287) | 1oveeiereeiesreeesesniesens | evereissense s (211,287)
2.7 Policy and MemMDBErship fEES..........cvviieirieiieiee s sssesesns | etseressssssesessssessssssessssssesens | sresesssissessnsesens 1,561,407 | .ooviviieeiceiceeicees | cvvesiiseieninienas 1,561,407
2.8  Net commission and brokerage (2.1+2.2-2.3+24+25-26+2.7).ccccvecveces | cevirererinieiesssseennd (01 (3,308,022) | ...vovvrrrrirrieieirrineas [0 (3,308,022)
3. Allowances to Manager and @QENES...........cceueeierriiereieeiriee e esesssessssssesssseses | sesessssesesssesssssssssssesesssseses | sressesessssesesinns 8,857,635 | ..ovveeeeeeeeceeeeees | e 8,857,635
4. AGVEITISING. ...ttt enens | shetes ettt | ertret s Y4 T O ISR 7,579
5. Boards, bureaus and @SSOCIAtIONS..........cccurueueueeeieieieee ettt es s s enennes | ererernessssssssssseseseseseaesesens | everesesesesesesesesesenns 2,420 | oo | e 2,420
6. Surveys and UNEIWITHING FEPOMS........cvueiririeieieiiieieiessiesies e ese s ssssnsesses | sessssessessesssssssessessssssessesss | sessessssessessessssessessessssensesss | tessessessssessessessssessessessnsense | soesssssssessesssssssessassnssssans 0
7. AUdit Of @SSUMEAS' FECOTAS.........oueieuiiciiiiii ettt | oebees b s bbb s sas | Sbsni e biesb bbb enbns | ertsesb s s sb st bnias | sossbenssessesb st 0
8.  Salary and related items:
8.1 SAIAMES....vvueceeerirceiet ettt | sereees st | sereresne s 1,122,481 | oo | e, 1,122,481
8.2 PAYTOI tAXES. .. vircveciirieieieie ettt | stsesseses st ent et tens s etnns | sressesesassenresesanea 65,540 | ..o | s 65,540
9. Employee relations @nd WEIFArE.............cooriiueiiienieiseieeee e nsnsees | creeesesessesssssssesessssessssnsess | soesesessssesnsinsannnns 110,111 [ oo | e 110,111
10, INSUFANCE. ..o | Shse bbbt | Sbenasneb bbb | s | e 0
11, DINECIOTS' fEES... ... bbb | £hse bbb bbbttt sbes | Hbsreb ettt sne | esis st ntens | Seneb bbb 0
12, Travel and traVel HEMS.........c.civeiieeiicre et eaes s | evessesesssesessesssessssesssssess | eresissesessssesesinns 178,924 | ..o | e 178,924
13, RENEANA TENEIEMS......oeeieeceecce ettt et sr s st | eeeteseesssesseetatessesseseessaeses | tereeesstessssesesenaranes 6,650 | oo | e 6,650
T4, EQUIPIMENE ...ttt | fressesb s st ens | enbnnb e st st | eri ettt ens | erieri e 0
15, Cost or depreciation of EDP equipment and SOtWAIE............cccvvueireieiriieieieienieieines | oeressesseiesssssssesessssessesess | soessessssessesssssssessesssenss B3 [ | s 63
16 Printing @nd STAtIONEIY........c.oviiri et enas | cestsese s niens | st 3,859 | oo | s 3,659
17. Postage, telephone and telegraph, exchange and EXPreSS.........ccuiviriieiieiniiiinins | reerreisissesniessseeessens | e 15,832 | oo | e 15,832
18, Legal @nd AUAIHING......c.veevreeeeiceireieireieeeee sttt sesennes | etensensessessnsanseeseesntesennnes | oeessssnsessennsansannenes 1,654 | oo | s 1,654
19, Totals (LINES 310 18)....cveurveriiiriierirciirssisesee e sss st essssessseenees | seesssessssesssnesssnessseseseed (U IR 10,372,549 | ...oovvviieerieninne (1 T 10,372,549
20. Taxes, licenses and fees:
20.1 State and local insurance taxes deducting guaranty association credits
of § 3,731,351
20.2 Insurance department licenses and fees.. 49,325 |.
20.3 Gross guaranty association asSeSSMENtS.........c..vvverrrerrinnens
20.4 All other (excluding federal and foreign income and real estate). 64,445
20.5 Total taxes, licenses and fees (20.1 +20.2 + 20.3 + 20.4)...... 3,845,120
21. Real estate expenses
22, REAIESIAE tAXES. ... | e | s | chete s | e 0
23, Reimbursements by UNINSUMEA PIANS............coeriiiriricieiiieienieisieie s esssens | setessssesessssssssssesesssssssssnss | sesesessssssssssesessssessssssesessns | ossesessssesessssesessssesessnsesesss | sesesessssesessesessssssesesesesas 0
24.  Aggregate write-ins for MiSCEllanEouS EXPENSES.........cvuvererririrrireeninrreieieinssessesessseens | serssesssssssssssssessssssesseead [V I 5324 | oo 83,9671 | .o, 89,285
25, Total €XPENSES INCUITEM.......c.evireiiieeieieieirieie ettt sssebennes | sbessesessssesesnnns 1,567,137 | oo 10,914,970 | coovoveeeiciee, 83,961 | ().evevrrnn 12,566,068
26.  Less unpaid EXPENSES = CUMTENT Y@M ......ciuiirireirirircrerseeeisssssseeeessiessesssssssssesseesssnns | sessessessssessessesees 374128 | oo 4,022,837 | ..o | e 4,396,965
27, Add unpaid EXPENSES = PHOT YEAT........cuivriieiieieiriseieeisereisieistesse et sesessssssens | seessesesssssessssesees 379,933 | oo 3,056,259 | ...oivieiiicieceeeenien | s 3,436,193
28.  Amounts receivable relating to UniNSUred Plans, PrIOT YEAT............cciuiurririiiirinriiins | creriesinsireesinsieeesissinesies | ceseeeesiesisssessesssssseesinses | chonesestnseessessssesessessnsssenses | sessnssseessessnsenessessnsinens 0
29.  Amounts receivable relating to uninsured plans, CUMMENT YEAI..........oueviueiieiieiriiiiiiins | rsieiieieisisisissseissssnsnss | aeeseessisssssssesessssessssssesasses | eomsesassssessssssesessssessnsssesenss | sesessssssessssesessssssassssesasas 0
30. TOTAL EXPENSES PAID (Lines 25 - 26 + 27 = 28 + 29)........cccnvvriirnirinirncrines | conereserenninnens 1,572,942 | oo 9,948,393 | oo 83,961 | oo, 11,605,296
DETAILS OF WRITE-INS
2401, Investment Management EXPENSES...........ccciiiiiiriiiiiiiiiiisississsssissisinns | s | s | e 83,961 | oo 83,961
2402, MiSCEllANEOUS EXPENSES........cviuiieiiriieiiicieisieieisiseis ettt enenens | nesesssssesassesesnssssesessesessnses | essmsssesessesesnsnssesanns 5,324 | oo | e 5,324
2403.
2498. Summary of remaining write-ins for Line 24 from overflow page.
2499. Totals (Lines 2401 through 2403 plus 2498) (Line 24 aboVe)........ccceverisierierieiiiisnnans
(@) Includes management fees of $.....8,857,635 to affiliates and §..........
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Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

EXHIBIT OF NET INVESTMENT INCOME

2
Collected Earned
During Year During Year
1. U.S. government bonds 211811 | e 207,634
1.1 Bonds exempt from U.S. tax.... 222147 | oo 168,845
1.2 Other bonds (unaffiliated) 970,361 | oo 1,035,231
1.3 BONAS OF @fflAIES.....cvurveiecereris sttt ss s s st ensesnstenssssessessnnssnssessensns | (B)essessessssssessessnssssssessassnssessessassnnes | sesessssssessasssnssessassnssessessanssessessassanes
2.1 Preferred stocks (unaffiliated)
2.11 Preferred stocks of affiliates
2.2 Common stocks (unaffiliated)
2.21  Common stocks of affiliates
3. Mortgage loans....
4. Real estate
B CONMTACEIOBNS.........oocvevieicttete ettt s et s e st s e e s e s et et s bbb s b e s s se st stenees | Hietissaseesass st es et st s s s s et s esaessesenas | eebenteseesess s e se ettt e st bt n et tnn
6.  Cash, cash equivalents and ShOrt-term INVESIMENLS...........covwrierrerinrirrrere ettt [ 3725 | oo 3,766
7. Derivative instruments
8.  Otherinvested assets
9. Aggregate write-ins fOr iINVESIMENT INCOME............cu ittt ettt ess s ssess s sses st ensnes | sesssssenssssssssenssnsssssnssnssnssnsenssnsss L | aeessssossssssessanssnssnssssssnssssssnsanssseas 74
10.  Total gross iNVESIMENTINCOME............c.cviiiiieiiiieiietcietetie ettt ssssstes e sssss e nsessssessesssssssessesssssssssssssesssssnsenens | esensensessesessenssnsenensnsanees A0 T T | oot 1,415,550
11 INVESIMENE EXPENSES. ... cvurereeereerrereieeeeetseeseeeeeseese st eesesse et see e ss s eee e sees s e e a8 E e e R 88428 e eS8 4S8 428428421 EeE 842 E s8R £ 42 AR e bR E s st (¢ IS 83,961
12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES. .........vurururiiiiriei ettt sttt () ORI
13. Interest expense
14.  Depreciation on real estate and other invested assets
15.  Aggregate write-ins for deductions from INVESIMENE INCOME...........c..cvciiveieicicei ettt bbb bbb bbbt s s s st ss s b s benss | ebtessebsssssssssessss st essessebsntensessssnsand 0
16.  Total dedUCtiONS (LINES 11 thIOUGN 15)........iuiieiieiiieieicteiieie ettt st b s bbb a4 s bt s s s bbb s bt sess bbb stesas | ebsessssesses et sntessessetsnsansessnsans 83,961
17. Net investment inCOME (LINE 10 MINUS LINE T6)...........cvuiiiiiieeiieictieeiie ettt bbbt bbb s bbb s bbbttt st ebntans | sbsesssssessesentesses e bnsensns 1,331,589
0901.
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflow page
0999. Totals (Lines 0901 through 0903 plus 0998) (Line 9 above)
1501.
1502.
1503.
1598. Summary of remaining write-ins for Line 15 from overflow page
1599. Totals (Lines 1501 through 1503 PIUS 1598) (LINE 15 @D0VE). ... reuresurereireieessessseseeseessseseeseesessseesesssnssesssesessssssesesssessessesssesseeseesanssessessasssessessenssnssessensanssssessansss | sesssssessasssnssessanssnssessanssssssssensasssnes 0
(@) Includes $.....20,904 accrual of discount less $.....459,969 amortization of premium and less $.....48,265 paid for accrued interest on purchases.
(b) Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.
(¢) Includes§$.......... 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 $.....74 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.
() Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.
(9) Includes$.......... 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
Realized Change in
Gain (Loss) Other Total Realized Change in Unrealized
on Sales Realized Capital Gain (Loss) Unrealized Foreign Exchange
or Maturity Adjustments (Columns 1 +2) Capital Gain (Loss) Capital Gain (Loss)
1. U.S. government BONdS...........cvcuevirinrinmnemnesinrienienisesenss | eovesisesissssssssenens 11785 | oo | s T1,785 | e | e
1.1 Bonds exempt from U.S. taX......ccoovrrrrrvinrnerninrinessssnissienenens ....85,613
1.2 Other bonds (unaffiliated).........cccvrvrrnrerrirnrrrireresrsre s ....16,286
1.3 Bonds of affiliates........cc.ccerrrmrrrinrnrrressseeese e
2.1 Preferred stocks (unaffiliated).........c..covervnrerreneenrereineneirnienenns
2.11 Preferred stocks of affiliates

)
© oo ~No® o w O
N

—
o

Common stocks (unaffiliated)
Common stocks of affiliates..........ccccveeeveeiierceeeeese e
MOMGagE I08NS.......c.ueereieririreiree e
Real estate
Contract loans
Cash, cash equivalents and short-term investments....................
Derivative INStrUMENLS.........cccvvcveieriereesce s
Other invested @SSEtS............ccvvieereieveieiee e
Aggregate write-ins for capital gains (I0SSES)........vvrverrerrrrieneenns
Total capital gains (I0SSES).......ccvrerrerrerrerrrerrereirerereieeseeereenesnnes

0998. Summary of remaining write-ins for Line 9 from overflow page...
0999. Totals (Lines 0901 through 0903 plus 0998) (Line 9 above)........
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Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

EXHIBIT OF NONADMITTED ASSETS

Current Year
Total
Nonadmitted Assets

2
Prior Year
Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col. 2 - Col. 1)

© © N o

1.
12.
13.
14.
15.

16.

17.
18.1
18.2

19.
20.
21,
22.
23.
24,
25.
26.

BONAS (SChEAUIE D)......cvevviriiie ettt naes
Stocks (Schedule D):

2.1 Preferred StOCKS..........oiuiiiieee s
2.2 COMMON SHOCKS.......coueercerrireisesieee ettt
Mortgage loans on real estate (Schedule B):

31
3.2 Other than firstlIens.........ccviiii s
Real estate (Schedule A):

4.1

FIESE IBNS ... ettt bttt st ena

Properties occupied by the COMPANY.........cccrieieieinieeee e
4.2 Properties held for the production 0f INCOME. ..o
4.3 Properties held for SAlB...........cccoviiveiiiiieice e

Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term investments (SChedulg DA)...........c.cuverieireeeiesee et esnes

CONTACE IOBNS........ ettt
Derivatives (SChedulg DB)..........ccccieiieiceiee ettt
Other invested assets (SChedUIE BA)............cccviieiiiiieiieieeieeee et
ReCeiVabIES fOr SECUNLIES..........vuurererrirriiiriceie st
Securities lending reinvested collateral assets (Schedule DL).........c.ccecveieieicresieeesesne
Aggregate write-ins for iNVESEA @SSELS...........cvevvcveieieess e
Subtotals, cash and invested assets (LINES 110 11)....c.civrieieieieieiecsesie e
Title plants (for Title INSUIETS ONIY)........cvuririerrieieene ettt
Investment income due and 8CCTUB............cuuuiiiuiniieririrrre e
Premiums and considerations:
15.1  Uncollected premiums and agents' balances in the course of collection
15.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt yet dUE..........ovrererieree e B ..
15.3 Accrued retrospective premiums and contracts subject to redeterminaN....
Reinsurance:
16.1  Amounts recoverable from FeINSUENS............cc.viimiiniiiiirirernsseeeseses
16.2 Funds held by or deposited with reinsured COMPANIES............cccccvvverereiererrirereiesiesnne
16.3 Other amounts receivable under reinsurance CONtracts...........cc.ocuvereeeveersiiniiseisciciens
Amounts receivable relating to UniNSUred PlanS.............covrerireee e
Current federal and foreign income tax recoverable and interest thereon...........c.ccceeeevveriernnes
Net defermed taX @SSEL...........viririiii e
Guaranty funds receivable or 0N AEPOSIL............cccovvevevevcrereie e s
Electronic data processing equipment and SOftWare..............ccvcueiveievivrisieieseese s
Furniture and equipment, including health care delivery assets.............ccccoveveeevcevivcisccennnen,
Net adjustment in assets and liabilities due to foreign exchange rates............ccccevevieierrciceriennns
Receivables from parent, subsidiaries and affiliates............coceervevvererieeeeesie s
Health care and other amounts receivable.............c.ooviiinrinriniiiie i
Aggregate write-ins for other-than-invested @SSetS..........c..covrrrrrninrnreerseses s

Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 12 through 25)..........ccrurrnrirrininrinreninsissessssesessesessenens

From Separate Accounts, Segregated Accounts and Protected Cell Accounts....
TOTALS (LINES 26 @NA 27)......cererrirrerrieernernsisesessssssessssssssseesssssssssssessasssessees

1103, e

1198. Summary of remaining write-ins for Line 11 from overflow page.........ccoevverivrnenenseeiennnns
1199. Totals (Lines 1101 through 1103 plus 1198) (Ling 11 @bOVE)......rvrverrerreniisreseiisi e

2598. Summary of remaining write-ins for Line 25 from overflow page...........cceveuviveievieveesieiceinnns

2599. Totals (Lines 2501 through 2503 plus 2598) (Line 25 above)
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Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies and Going Concern

A

Accounting Practices

The financial statements of National Specialty Insurance Company (the “Company”) are presented on the basis of accounting practices prescribed or permitted
by the Texas Department of Insurance (“TDI") except for the departure noted below.

The Texas Department of Insurance recognizes only statutory accounting practices prescribed or permitted by the state of Texas (“SAP”) for determining and
reporting the financial condition and results of operations of an insurance company, and for determining its solvency under the Texas Insurance Code. The
National Association of Insurance Commissioners' (“NAIC”) Accounting Practices and Procedures manual (“NAIC SAP”) has been adopted as a component of
prescribed or permitted practices by the state of Texas.

The Company has received permission from TDI for recording fees receivable from General Agents or MGAs in a manner that differs from NAIC SAP.
According to the permitted practice, fees that are due from General Agents and MGAs not associated with premium are recorded as an aggregate write-in for
other than invested assets. There is no monetary effect on net income or statutory surplus from using this accounting practice.

In its calculation of risk-based capital (‘RBC”), the Company has deducted amounts for which it holds collateral (either trust funds in the name of the Company
or irrevocable letters of credit) for amounts recoverable from reinsurance companies. The Company believes this practice to be appropriate because the credit
risk for the related reinsurance balances is virtually eliminated due to the protection provided by the collateral. This practice differs from NAIC statutory annual
statement instructions. There is no monetary effect on net income or statutory surplus from the use of this practice. If the Company would have used the
practice outlined in NAIC annual statement instructions, its risk-based capital calculation would not have triggered a regulatory event.

| SSAP# | FISPage | FISLine# | 2016 | 2015

NET INCOME

(1) National Specialty Insurance Company state basis
(Page 4, Line 20, Columns 1 & 2) XXX XXX XXX $ 2,822,565(% 3,317,679

(2) State Prescribed Practices that increase/decrease NAIC SAP

(3) State Permitted Practices that increase/decrease NAIC SAP

(4) NAICSAP (1-2-3=4) XXX XXX XXX $ 2,822,565(% 3,317,679

SURPLUS

(5) National Specialty Insurance Company state basis
(Page 3, line 37, Columns 1 & 2) XXX XXX XXX $ 48,890,153($ 46,018,904

(6) State Prescribed Practices that increase/decrease NAIC SAP

(7) State Permitted Practices that increase/decrease NAIC SAP

(8) NAICSAP (5-6-7=8) XXX XXX XXX |$ 488901538 46,018,904

Use of Estimates in the Preparation of the Financial Statement

The preparation of financial statements in conformity with SAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities. It also requires disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the period. Actual results could differ from those estimates.

Accounting Policy

Premiums are earned over the terms of the related insurance policies and reinsurance contracts. Unearned premium reserves are established to cover the
unexpired portion of premiums written. Such reserves are computed by pro rata methods for direct business.

Expenses incurred in connection with acquiring new insurance business, including such acquisition costs as sales commissions, are charged to operations as
incurred. Expenses incurred are reduced for ceding fees received or receivable. Ceding fees are included in expenses as the underlying policies earn. The
portion of ceding fees related to uneamed premiums is established as a liability (deferred ceding fees). Ceding fees associated with a program not meeting
contractual annual minimum premiums are amortized over the contract year.

In addition, the company uses the following accounting policies:

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

(2) Bonds not backed by other loans are stated at amortized cost using the interest method. Bonds with NAIC designations of 3 through 6 are stated at the
lower of amortized cost or fair value.

(3) Loan-backed securities are stated at either amortized cost or the lower of amortized cost or fair value as determined by the NAIC designation of the
security. The prospective adjustment method is used to value all such securities.

(4) Anticipated investment income is not utilized as a factor in the premium deficiency calculation.

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

Going Concern

Management is confident of the Company's ability to continue as a going concern.

Note 2 - Accounting Changes and Corrections of Errors

There were no corrections required for errors in prior reporting periods.

Note 3 — Business Combinations and Goodwill

Not applicable.
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Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

NOTES TO FINANCIAL STATEMENTS

Note 4 - Discontinued Operations

Not applicable.

Note 5 - Investments

A

Mortgage Loans, including Mezzanine Real Estate Loans

Not applicable

Debt Restructuring

Not applicable

Reverse Mortgages

Not applicable

Loan-Backed Securities

(1)

Prepayment assumptions for mortgage-backed/asset-backed securities were obtained from broker dealer survey values and are based on the
currentinterest rate and economic environment.

There have been no impairments in 2016.

There have been no impairments in 2016.

The following shows the Company’s loan-backed investments’ gross unrealized losses and fair value and length of time the securities have been in a
continuous loss position at December 31, 2016:

a. The aggregate amount of unrealized losses: 1. |Less than 12 Months $ 232,218

2. |12 Months or Longer $ 65,126

b. The aggregate related fair value of securities with  |1. |Less than12 Months $ 15,029,947

unrealized losses: 2. |12 Months or Longer $ 1,984,618

Management believes that the temporary impairments are primarily the result of a combination of widening credit spreads and higher underlying Treasury
rates. Management believes that despite the wider credit spreads and higher rates, the securities are only temporarily impaired due to the strength of the
issuing companies’ balance sheets, as well as their available liquidity options. For structured securities, future cash flow projections were used to
determine potential impairment. For those securities where cash flow projections showed less than 100% principal recovery, a net present value test was
done to determine any credit related losses.

There are seventy-one securities in an unrealized loss position at December 31, 2016. All of these securities are considered investment-grade, based on
their NAIC rating at December 31, 2016. The Company does not have the intent to sell these bonds before recovery of the amortized cost and has the
ability to hold these investments until maturity or until fair value recovers above amortized cost. Therefore, the Company does not consider these
investments to be other-than-temporarily impaired at December 31, 2016.

Repurchase Agreements and/or Securities Lending Transactions

Not applicable.

Real Estate

Not applicable.

Investments in Low-Income Housing Trade Credits (LIHTC)

Not applicable.

Restricted Assets

(1)

Restricted Assets (Including Pledged)

Gross (Admitted & Nonadmitted) Restricted Current Year
Current Year Percentage
1 2 3 4 5 6 7 8 9 10 11
Protected Gross
GIA Total Cell Account (Admitted & Admitted
Total Supporting Protected Assets Total Nonadmitted)| Restricted to
General Protected Cell Account|  Supporting Increase/ Total Admitted Restricted to Total
Restricted Asset Account Cell Account Restricted GIA Activity Total Total From (Decrease) | Nonadmitted Restricted Total Assets Admitted
Category (GIA) Activity (a) Assets (b) (1 plus 3) Prior Year (5 minus 6) Restricted (5 minus 8) (c) Assets (d)

Subject to
contractual
obligation for
which liability is
not shown

Collateral held
under security
lending

arrangements

Subject to
repurchase
agreements

Subject to
reverse
repurchase
agreements

Subject to
dollar
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NOTES TO FINANCIAL STATEMENTS

repurchase
agreements

. Subject to
dollar reverse
repurchase
agreements

g. Placed under
option contracts

h. Letter stock or
securities
restricted as to
sale -
excluding
FHLB capital
stock

i.  FHLB capital
stock

j. On deposit with
states 6,948,446 6,948,446 7,105,704 (157,258) 6,948,446 8.028 8.028

k. On deposit with
other regulatory
bodies 614,417 614,417 618,656 (4,239) 614,417 0.710 0.710

|. Pledged as
collateral to
FHLB
(including
assets backing
funding
agreements)

m. Pledged as
collateral not
captured in
other
categories

n. Other restricted
assets

0. Total Restricted
Assets § 7,562,863 |$ $ $ § 7,562,863 |$ 7,724,360 [$ (161,497) § 7,562,863 8.738 8.738%

Working Capital Finance Investments
Not applicable.
J. Offsetting and Netting of Assets and Liabilities

Not applicable.

K. Structured Notes
Mortgage-
Referenced
CUSIP Book/Adjusted Carrying Security
Identification Actual Cost Fair Value Value (YESINO)
759950 FX 1% 15,842| § 19,380/ $ 19,383 NO
XXX $ 15,842| § 19,380/ § 19,383 XXX
L. 5* Securities

Not applicable.
Note 6 - Joint Ventures, Partnerships and Limited Liability Companies
Not applicable.
Note 7 - Investment Income
All investment income due and accrued was less than 90 days past due. Accordingly, no such due and accrued investment income has been non-admitted.
Note 8 — Derivative Instruments
Not applicable.
Note 9 — Income Taxes
A Deferred Tax Assets/(Liabilities)

(1) Components of Net Deferred Tax Asset/(Liability)

2016 2015 Change

1 2 3 4 5 6 7 8 9
(Col 1+2) (Col 4+5) (Col 1-4) (Col 2-5) (Col 7+8)
Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total

a. Gross deferred
tax assets $ 3215527 |$ 2599 |$ 3,218,126 |$ 2,897,808 |$ $ 2,897,808 |$ 317,719 |$ 2,599 [$ 320,318

b. Statutory
valuation
allowance
adjustment

c. Adjusted gross
deferred tax
assets (1a-1b) 3,215,527 2,599 3,218,126 2,897,808 2,897,808 317,719 2,599 320,318

d. Deferred tax
assets
nonadmitted
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NOTES TO FINANCIAL STATEMENTS

—
N
-

(4)

Subtotal net
admitted
deferred tax
asset (1¢c-1d)

3,215,527

2,599

3,218,126

2,897,808

2,897,808

317,719

2,599

320,318

Deferred tax
liabilities

1,710,694

1,710,694

1,446,485

1,446,485

264,209

264,209

Net admitted
deferred tax
assets/(net

deferred tax
liability) (1e-1f) | $

1,504,833

$

2,599

1,507,432 [$

1,451,323

$ $ 1,451,323

$

53,510 [$§

2,599

$ 56,109

Admission Calculation Components

2016

2015

Change

1

Ordinary

2

Capital

(Col 1+2)
Total

3

4

Ordinary

5

Capital

6

(Col 4+5)

Total

(Col 1-4)

0

7 8

rdinary

(Col 2-5)
Capital

9
(Col 7+8)
Total

Federal income
taxes paid in
prior years
recoverable
through loss
carrybacks

$ 2,349,908

$

2,599

2,352,507

$ 1464314 | §

$ 1,464,314

$ 88559 |$

2,599

§ 888,193

Adjusted gross
deferred tax
assets expected
to be realized
(excluding the
amount of
deferred tax
assets from 2(a)
above) after
application of
the threshold
limitation. (The
lesser of 2(b)1
and 2(b)2
below:

864,182

864,182

1,431,909

1,431,909

(567,727)

(567,727)

Adjusted gross
deferred tax
assets expected
to be realized
following the
balance sheet
date

864,182

864,182

1,431,909

1,431,909

(567,727)

(567,727)

Adjusted gross
deferred tax
assets allowed
per limitation
threshold

7,107,408

6,685,137

422,271

Adjusted gross
deferred tax
assets
(excluding the
amount of
deferred tax
assets from 2(a)
and 2(b) above)
offset by gross
deferred tax
liabilities

1,437

1,437

1,585

1,585

(148)

(148)

Deferred tax
assets admitted
as the result of
application of
SSAP 101.
Total
(2(a)+2(b)+2(c)

$ 3,215,527

$

2,599

$ 3,218,126

$ 2,897,808 | §

$ 2,897,808

$

317,719 | §

2,599

§ 320,318

Other Admissibility Criteria

2016

2015

Ratio percentage used to determine recovery period and threshold limitation amount

959.000%

1,629.000%

Amount of adjusted capital and surplus used to determine recovery period and
threshold limitation in 2(b)2 above

47,382,721 | $

44,567,581

Impact of Tax Planning Strategies

(a)

Determination of adjusted gross deferred tax assets and net admitted deferred tax assets, by tax character as a percentage.

12/31/2016

12/31/2015

Change

1

Ordinary

2

Capital

3

Ordinary

4

Capital

5
(Col. 1-3)
Ordinary

6
(Col. 2-4)
Capital

1. Adjusted gross

Note 9A1(c)

DTAs amount from

$

3,215,627

$

2,599

$

2,897,808 |$

$

317,719

$

2,599

2. Percentage of
adjusted gross
DTAs by tax
character

attributable to the

%

100.000%

14.3

%

%

%

100.000%
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(b)

impact of tax
planning strategies

3. Net Admitted
Adjusted Gross
DTAs amount from
Note 9A1(e) $

3,215,527 |$

2,599 |$

2,897,808

$

317,719 |$

2,599

4 Percentage of net
admitted adjusted
gross DTAs by tax
character admitted
because of the
impact of tax
planning strategies

%

100.000%

%

%

% 100.000%

Does the company’s tax planning strategies include the use of reinsurance? NO

B. Deferred Tax Liabilities Not Recognized

C. Current and Deferred Income Taxes

(1)

Current Income Tax

1

2016

2015

3
(Col 1-2)
Change

Federal

1,479,835

814,203

665,632

Foreign

Subtotal

1,479,835

814,203

665,632

Federal income tax on net capital gains

39,836

14,489

25,347

Utilization of capital loss carry-forwards

Other

4,144

(26,305)

30,449

Gl = [o®

Federal and Foreign income taxes incurred

1,523,815

802,387

721,428

Deferred Tax Assets

2016

2015

(Col 1-2)
Change

Ordinary:

Discounting of unpaid losses

35,925

31,696

4,229

Unearned premium reserve

923,751

827,786

95,965

Policyholder reserves

Investments

Deferred acquisition costs

Policyholder dividends accrual

Fixed assets

® NG w N~

Compensation and benefits accrual

9. Pension accrual

10. Receivables - nonadmitted

11. Net operating loss carry-forward

12. Tax credit carry-forward

13. Other (including items <5% of total ordinary tax

assets)

2,255,851

2,038,326

217,525

99. Subtotal

3,215,527

2,897,808

317,719

Statutory valuation allowance adjustment

Nonadmitted

Admitted ordinary deferred tax assets (2a99-2b-2c)

3,215,527

2,897,808

317,719

oelo o

Capital:

1. Investments

2,599

2,599

Net capital loss carry-forward

2.
3. Real estate
4,

Other (including items <5% of total capital tax

assets)

99. Subtotal

2,599

2,599

Statutory valuation allowance adjustment

Nonadmitted

Admitted capital deferred tax assets (2€99-2f-2g)

2,599

2,599

Admitted deferred tax assets (2d+2h)

3,218,126

2,897,808

320,318

Deferred Tax Liabilities

2016

2015

(Col 1-2)
Change

Ordinary:

Investments

13,659

10,792

2,867

Fixed assets

Deferred and uncollected premium

Policyholder reserves

SRl Bl

liabilities)

Other (including items <5% of total ordinary tax

1,697,035

1,435,693

261,342

99. Subtotal

1,710,694

1,446,485

264,209
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E.

b. Capital:

1. Investments $

2. Real estate

3. Other (including items <5% of total capital tax
liabilities)

99. Subtotal

c. Deferred tax liabilities (3299+3b99) $

1,710,694 |$

1,446,485 |$

264,209

(4) [Net Deferred Tax Assets (2i — 3c) B

1,507,432 [$

1451,323 [$

56,109 |

Reconciliation of Federal Income Tax Rate to Actual Effective Rate Among the more significant book to tax adjustments were the following:

Amount

| Effective Tax Rate (%)

Permanent Differences:

Provision computed at statutory rate

1,521,233

35.0%

Proration of tax exempt investment income

9,013

0.2%

Tax exempt income deduction

(60,089)

(1.4%)

Dividends received deduction

%

Disallowed travel and entertainment

%

Other permanent differences

147

0.0%

Temporary Differences:

Total ordinary DTAs

%

Total ordinary DTLs

%

Total capital DTAs

%

Total capital DTLs

%

Other:

Statutory valuation allowance adjustment

%

Accrual adjustment — prior year

%

Other

%

Totals

1,470,304

33.8%

Federal and foreign income taxes incurred

1,483,979

34.1%

Realized capital gains (losses) tax

39,836

0.9%

Change in net deferred income taxes

(53,511)

(1.2%)

Total statutory income taxes

1,470,304

33.8%

Operating Loss and Tax Credit Carryforwards and Protective Tax Deposits

At December 31, 2016, the Company did not have any unused operating loss carryforwards available to offset against future taxable income.

The following is income tax expense for 2016 and 2015 that is available for recoupment in the event of future net losses:

Year Amount
2016 $ 1,519,671
2015 $ 832,836

The Company did not have any protective tax deposits under Section 6603 of the Internal Revenue Code.

Consolidated Federal Income Tax Return

The Company’s federal income tax return is consolidated with the following entities:

State National Companies, Inc. ("SNC"), T.B.A. Insurance Group, Ltd. ("TBA"), State National Intermediate Holdings, Inc. ("SNIH"), State National Insurance

Company, Inc. ("SNIC"), United Specialty Insurance Company ("USIC") and City National Insurance Company ("CNIC").

(2) The method of allocation among companies is subject to a written agreement, approved by the Board of Directors, whereby allocation is made primarily
on a separate return basis with current credit for any net operating losses or other items utilized in the consolidated tax retumn. Intercompany tax balances
are settled quarterly.

Federal or Foreign Federal Income Tax Loss Contingencies

The Company does not have any tax loss contingencies for which it is reasonably possible that the total liability will significantly increase within twelve months
of the reporting date.

Note 10 — Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties

The Company is a wholly owned subsidiary of SNIC, and SNIC is a wholly owned subsidiary of SNIH. SNIH is a wholly owned subsidiary of TBA. The
Company holds no ownership interest in SNIH or TBA.

Under terms of a management agreement between TBA and the Company, TBA provides management services to the Company for the oversight of the
Company’s underwriting operations. Fees incurred by the Company for such services were $8,857,635 and $8,522,372 during 2016 and 2015, respectively.
Fees for such services are due and payable within 45 days of each calendar quarter end. Payables to parent, subsidiaries and affiliates related to the
management agreement were $2,529,515 and $2,172,458 at December 31, 2016 and 2015, respectively.

Certain amounts of the business underwritten by the Company, primarily collateral protection insurance, are produced by TBA. Under an agency agreement
with TBA, TBA earns a provisional commission which is subject to a retrospective adjustment based on the ratio of losses incurred to earned premiums. These
retrospective adjustments are recorded when earned and are passed on to TBA as an adjustment to the provisional commission paid. Such amounts may be
due to or from TBA. Retrospective commission adjustments from TBA were $159,865 and $562,743 at December 31, 2016 and 2015, respectively. The
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Company incurred commission and fee expenses, net of retrospective adjustments, from TBA of $8,404,402 and $7,047,527 for the years ended December 31,
2016 and 2015, respectively. In addition, the Company paid claims processing fees to TBA of $393,150 and $391,950 in 2016 and 2015, respectively.

Note 11 - Debt
Not applicable.

Note 12 — Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other Postretirement Benefit Plans
Not applicable.

Note 13 — Capital and Surplus, Dividend Restrictions and Quasi-Reorganizations

A Capital stock
The Company has 1,000,000 shares of $5 par value authorized, 700,000 shares are issued and outstanding.

B. Dividend restrictions
The payment of dividends by the Company is limited and can only be made from earned profits without the prior approval of the Department. The maximum
dividend that may be paid without prior approval of the Commissioner of Insurance is limited to the greater of 10% of statutory surplus at the end of the
preceding calendar year or the statutory net income of the preceding calendar year. Accordingly, NSIC has unrestricted net assets available for dividends to
SNIC in 2017 of $4,889,015. The minimum required statutory capital and surplus was $5,000,000 at December 31, 2016.

C. Unassigned surplus
Unassigned surplus at December 31, 2016 contains cumulative unrealized gains and losses of ($7,425).

Note 14 - Liabilities, Contingencies and Assessments

A Contingent Commitments
Not applicable.

B. Assessments

Management of the Company is not aware of any material assessments for which notice has not yet been made. Further, to the extent that assessments are
made, the Company has the contractual right to bill these back to producing agents, or in the event of insolvency of same, to the underlying reinsurer.

C. Gain Contingencies

Not applicable.

D. Claims Related Extra Contractual Obligation and Bad Faith Losses Stemming from Lawsuits
None.
E. Product Warranties

Not applicable.

F. Joint and Several Liabilities
Not applicable.

G. All Other Contingencies

Various lawsuits against the Company have arisen in the course of the Company's business. Contingent liabilities arising from litigation, income taxes and
other matters are not considered material in relation to the financial position of the Company.

Note 15 — Leases
Not applicable.

Note 16 - Information About Financial Instruments with Off-Balance Sheet Risk and Financial Instruments with Concentrations of Credit Risk
Not applicable.

Note 17 — Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities
Not applicable.

Note 18 — Gain or Loss to the Reporting Entity from Uninsured Plans and the Portion of Partially Insured Plans

Not applicable.
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Note 19 - Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

Name and Address of Types of
Managing General Agent or FEIN Exclusive Authority | Total Direct Premiums
Third Party Administrator Number Contract Types of Business Written Granted Written/Produced By
Automobile Insurance Plan Service Office;
Johnston, RI 13-2732270 NO  |Commercial Auto All $ 7,347,776
Brazos Specialty Risk, Inc. - Whitehill; Southlake,
X 26-1398688 NO  |Commercial Auto All 5,665,521
Knight Management Insurance Services, LLC; Los
Angeles, CA 95-4735485 NO  [IM, Commercial Auto All 58,247,227
GL, Commercial Property, IM, Commercial Auto,

Meadowbrook Insurance Group; Southfield, Ml 38-1798156 NO |CMP, Excess WC All 20,973,888
T.B.A Insurance Group, Ltd. (affiliate); Bedford, TX | 75-1411613 NO |Auto All 18,313,194
Trinity Underwriting Managers, Inc.; Pooler, GA 26-0463247 NO  |Commercial Auto All 17,961,824
Velocity Risk Underwriters, LLC; Nashville, TN 36-4795326 NO Property All 6,494,813
Westwood Insurance Agency, Inc; West Hills, CA 95-6042459 NO |HO All 29,360,018
Others NO  |Various All 13,729,969
Total XXX XXX XXX XXX $ 178,094,230

Note 20 - Fair Value Measurements
A (1) Fair Value Measurements at Reporting Date

Assets and liabilities reported in the financial statements at fair value are required to be classified according to a fair value hierarchy that prioritizes the
use of inputs used in valuation methodologies into three levels. The hierarchy gives the highest ranking to fair values determined using unadjusted quoted
prices in active markets for identical assets and liabilities (Level 1) and the lowest ranking to fair values determined using methodologies and models with
unobservable inputs (Level 3). An asset's or liability’s classification is based on the lowest level input that is significant to its measurement. For example,
a Level 3 fair value measurement may include inputs that are both observable (Level 1 and 2) and unobservable (Level 3). The levels of the fair value
hierarchy are as follows:

Level 1: Inputs are quoted prices for identical assets or liabilities in active markets that are accessible at the measurement date.
Level 2: Inputs include quoted prices for similar assets or liabilities in active markets, quoted prices from those willing to trade in markets that are not
active, or other inputs that are observable or can be corroborated by market data for the term of the instrument. These inputs include market interest

rates and volatilities, spreads, and yield curves.

Level 3: Inputs are unobservable. Unobservable inputs reflect the Company’s own assumptions about the assumptions market participants would
use in pricing the asset or liability based on the best information available in the circumstances.

Based on an analysis of the inputs, the Company’s financial assets measured at fair value on a recurring basis at December 31, 2016 have been
categorized as follows:

Assets at Fair Value Level 1 Level 2 Level 3 Total
Bonds - Industrial and miscellaneous $ $ 91,750 | $ $ 91,750
Total $ $ 91,750 | § $ 91,750

(2) There were no securities valued using Level 3 inputs at December 31, 2016.

(3) Transfers between levels are recognized at the end of the reporting period.

(4) A description of the Company’s valuation techniques used to measure its assets at fair value is as follows:
Bonds: All bonds are reported at fair value utilizing Level 2 inputs. For these securities, the Company obtains fair value measurements from either an
independent pricing service using quoted prices or from its third-party investment managers. These Level 2 inputs are valued by either the pricing service
or the third-party investment managers utilizing observable data that may include dealer quotes, market spreads, cash flows, yield curves, live trading

levels, trade execution data, market consensus, prepayment speeds, credit information, and the security’s terms and conditions, among other information.

(5) Not applicable.

B. The Company had no other assets or liabilities subject to fair value measurement at December 31, 2016 other than those discussed in Note 20(A).
C. The aggregate fair value and related hierarchy for the Company’s marketable financial instruments at December 31, 2016 is as follows:
Aggregate Fair Not Practicable
Type of Financial Instrument Value Admitted Assets (Level 1) (Level 2) (Level 3) (Carrying Value)
Investments - Bonds $ 61,309,225 $ 61,437,183| $ $ 61,309,225| $ $
Investments - Short-term
securities 633,923 633,923 633,923
D. The company had no financial instruments in which it was not practicable to determine the fair value at December 31, 2016.

Note 21 - Other ltems
A Unusual or Infrequent ltems
Not applicable.
B. Troubled Debt Restructuring Debtors

Not applicable.
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Other Disclosures

Not applicable.

Business Interruption Insurance Recoveries

Not applicable.

State Transferable and Non-Transferable Tax Credits

Not applicable.

Subprime Mortgage Related Risk Exposure

(1)

()
@)

The Company characterizes securities backed by pools with the following characteristics calculated on a weighted average basis as investments with
subprime risks:

a.  Firstlien mortgages where borrowers have FICO scores of less than 650

b.  First lien mortgages with loan-to-value ratios greater than 95%

c.  Second lien mortgages where borrowers have FICO scores less than 675

d.  Borrowers with less than conventional documentation of their income and/or net assets and FICO scores of less than 650.

Not applicable.

The Company'’s investments with subprime mortgage related exposure represent less than one percent of the total fair value of its invested assets. The
Company’s investment manager monitors the delinquency rates of securities collateralized with subprime mortgages and the potential for additional
losses in comparison with expected recoveries on a regular basis. The following table shows the Company’s exposure to subprime mortgage loans by
investment type at December 31, 2016:

Book/Adjusted Carrying Other-Than-Temporary
Value (Excluding Impairment Losses
Actual Cost Interest) Fair Value Recognized
a. Residential mortgage backed
securities $ 27,324 | § 31,210 |$ 31,406 |$ 6,044
g. Total $ 21324 | § 31,210 |§ 31,406 | $ 6,044

(4) Not applicable.

Insurance-Linked Securities (ILS) Contracts

Not applicable.

Note 22 - Events Subsequent

Not applicable.

Note 23 - Reinsurance

A

Unsecured Reinsurance Recoverables

Unsecured aggregate recoverables from individual reinsurers at December 31, 2016 for losses, paid and unpaid including IBNR, loss adjustment expenses,
unearned premiums and contingent commission that are in excess of 3% of the Company’s policyholder surplus follow.

NAIC Company Aggregate
Reinsurer FEIN number Code Recoverable
QBE Insurance Corporation 22-2311816 39217 36,526,000
Tokio Millennium Re AG (US Branch) 30-0703280 15529 20,224,000
Lloyd's Syndicate 2357 AA-1120152 00000 13,685,000
New Jersey Commercial Auto Insurance Procedure AA-9991134 00000 9,434,000
State National Insurance Company (affiliate) 75-1980552 12831 8,450,184
Lloyd's Syndicate 1414 AA-1127414 00000 5,758,000
Empire Fire and Marine Insurance Company 47-6022701 21326 2,704,000
Lloyd's Syndicate 457 AA-1126457 00000 2,653,000
CUMIS Insurance Society, Inc. 39-0972608 10847 2,104,137

Reinsurance Recoverable in Dispute

None.

Reinsurance Assumed and Ceded

(1)

Assumed Reinsurance Ceded Reinsurance Net
Premium Reserve | Commission Equity | Premium Reserve | Commission Equity | Premium Reserve | Commission Equity
a. |Affiliates $ 13,196,446 | $ 6,333,128 | $ 5,764,576 |$ 2,995,793 | § 7,431,870 | $ 3,337,335
b. |All Other 4,869,000 1,080,428 88,203,526 26,763,945 (83,334,526) (25,683,517)
c. |Total $ 18,065,446 | $ 7,413,556 | $ 93,968,102 | $ 29,759,738 | § (75,902,656) | $ (22,346,182)
d. |Direct Unearned Premium Reserves $ 89,099,102
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Direct Assumed Ceded Net
a. |Contingent commission $ 165,623 | $ 119,255 | $ 165,623 |$ 119,255
Sliding scale adjustments 0 0 0 0
Other profit commission
arrangements 0 0 0 0
d. |Total $ 165,623 |$ 119,255 | § 165,623 |$ 119,255

Uncollectible Reinsurance

None.

Commutation of Ceded Reinsurance

Not applicable.

Retroactive Reinsurance

None.

Reinsurance Accounted for as a Deposit

None.

Disclosures for the Transfer of Property and Casualty Run-off Agreements
None.

Certified Reinsurer Rating Downgraded or Status Subject to Revocation
None.

Reinsurance Agreements Qualifying for Reinsurer Aggregation

None.

Note 24 — Retrospectively Rated Contracts and Contracts Subject to Redetermination

Not applicable.

Note 25 — Change in Incurred Losses and Loss Adjustment Expenses

Reserves for incurred losses and loss adjustment expenses attributable to insured events of prior years have increased by approximately $110,000 as a result
of re-estimation of unpaid losses and loss adjustment expenses principally on other liability business related to our Program Services segment. Additionally,
there was offsetting development in auto physical damage related to our Lender Services segment. The net increase is the result of ongoing analysis of recent
loss development trends. Original estimates are increased or decreased as additional information becomes known regarding individual claims.

Note 26 - Intercompany Pooling Arrangements

A

The Company entered a pooling arrangement with its parent company SNIC and another affiliate effective December 31, 2002. The Company cedes 100% of
its “net liability” to the lead company, SNIC. The pooling agreement commenced with a portfolio transfer between the pool members (the Company and SNIC).
On January 1, 2012, the pooling participation percentage for the Company changed to 20%.

The “net liability” means gross direct liability, less all assumed and inuring outside ceded reinsurance, plus net voluntary and involuntary assumed liability
retained by the Company.

The cessions to non-affiliated reinsurers of business are made prior to the cession of pooled business from the Company to the lead company.

The Companies agree to fulfill all obligations to each other under the insurance policies covered by the pooling. Premium taxes on the business pooled should
be paid by the direct writer of the premium.

There is no discrepancy between entries regarding pooled business on the assumed and ceded reinsurance schedules of the lead company and corresponding
entries on the assumed and ceded reinsurance schedules of other pool participants.

The net amounts due from SNIC related to intercompany pooling were $467,819 and $1,209,941 for the years ended December 31, 2016 and 2015,
respectively.

Note 27 — Structured Settlements

Not applicable.

Note 28 — Health Care Receivables

Not applicable.

Note 29 - Participating Policies

Not applicable.
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Note 30 - Premium Deficiency Reserves
Not applicable.

Note 31 - High Deductibles
Not applicable.

Note 32 - Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses
Not applicable.

Note 33 - Ashestos/Environmental Reserves
Not applicable.

Note 34 — Subscriber Savings Accounts
Not applicable.

Note 35 - Multiple Peril Crop Insurance
Not applicable.

Note 36 - Financial Guaranty Insurance

Not applicable.
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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, complete Schedule Y, Parts 1, 1A and 2.
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[ ] NAJ]
State regulating?  Texas
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No[X]
If yes, date of change:
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2015
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. 12/31/2010
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). 05/14/2012
By what department or departments?
Texas Department of Insurance, Delaware Department of Insurance
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial
statement filed with departments? Yes[ ] No[ ] NA[X]
Have all of the recommendations within the latest financial examination report been complied with? Yes[X] No[ ] NAJ[]
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial part
(more than 20 percent of any major line of business measured on direct premiums) of:
411  sales of new business? Yes[X] Nof ]
412 renewals? Yes[X] Nol[ ]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421  sales of new business? Yes[X] Nol[ ]
422  renewals? Yes[X] No[ ]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No[X]
If yes, provide the name of 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
NAIC
Company State of
Name of Entity Code Domicile
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or revoked
by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
7.21 State the percentage of foreign control %
7.22  State the nationality(s) of the foreign person(s) or entity(s); or if the entity is a mutual or reciprocal, the nationality of its manager or
attorney-in-fact and identify the type of entity(s) (e.g., individual, corporation, government, manager or attorney-in-fact).
1 2
Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated with the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If the response to 8.3 is yes, please provide below the names and locations (city and state of the main office) of any affiliates regulated by a federal financial
regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Federal Deposit Insurance
Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate’s primary federal regulator.
1 2 3 4 5 6
Affiliate Name Location (City, State) FRB OCC | FDIC | SEC
What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Ernst & Young. LLP, 2323 Victory Avenue, Suite 2000, Dallas. Texas 75219
Has the insurer been granted any exemptions to the prohibited non-audit services provided by the certified independent public accountant requirements
as allowed in Section 7H of the Annual Financial Reporting Model Regulation (Model Audit Rule), or substantially similar state law or regulation? Yes[ ] No[X]
If the response to 10.1 is yes, provide information related to this exemption:
Has the insurer been granted any exemptions related to other requirements of the Annual Financial Reporting Model Regulation as allowed
for in Section 18A of the Model Regulation, or substantially similar state law or regulation? Yes[ ] No[X]
If the response to 10.3 is yes, provide information related to this exemption:
Has the reporting entity established an Audit Committee in compliance with the domiciliary state insurance laws? Yes[X] No[ ] NAT]

If the response to 10.5 is no or n/a, please explain:
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial consulting firm)

of the individual providing the statement of actuarial opinion/certification?
Gregory S. Wilson, FCAS, MAAA; Independent actuary with Lewis & Ellis, Inc. 2929 N. Central Expressway, Suite 200, Richardson, TX 75080

Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]

12.11  Name of real estate holding company

12.12  Number of parcels involved

0
12.13  Total book/adjusted carrying value $
0
If yes, provide explanation
FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] NoJ[ ]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
If answer to (13.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[] NA[]
Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar
functions) of the reporting entity subject to a code of ethics, which includes the following standards? Yes[X] Nol[ ]
(a) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
(b) Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;
(c) Compliance with applicable governmental laws, rules and regulations;
(d) The prompt internal reporting of violations to an appropriate person or persons identified in the code; and
(e) Accountability for adherence to the code.
If the response to 14.1 is no, please explain:
Has the code of ethics for senior managers been amended? Yes[ ] No[X]
If the response to 14.2 is yes, provide information related to amendment(s).
Have any provisions of the code of ethics been waived for any of the specified officers? Yes[ ] No[X]
If the response to 14.3 is yes, provide the nature of any waiver(s).
Is the reporting entity the beneficiary of a Letter of Credit that is unrelated to reinsurance where the issuing or confirming bank is not on the SVO
Bank List? Yes[ ] No[X]
If the response to 15.1 is yes, indicate the American Bankers Association (ABA) Routing Number and the name of the issuing or confirming bank of
the Letter of Credit and describe the circumstances in which the Letter of Credit is triggered.
1 2 3 4
American Bankers Association (ABA) Circumstances That Can Trigger
Routing Number Issuing or Confirming Bank Name the Letter of Credit Amount
BOARD OF DIRECTORS
Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinator committee thereof? Yes[X] Nol[ ]
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes[X] Nol[ ]
Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation on the part
of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties of such person? Yes[X] Nol[ ]
FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)? Yes[ ] No[X]
Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

20.11  To directors or other officers $ 0

20.12  To stockholders not officers $ 0

20.13  Trustees, supreme or grand (Fratermnal only) $ 0
Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):

20.21  To directors or other officers $ 0

20.22  To stockholders not officers $ 0

20.23  Trustees, supreme or grand (Fratermal only) $ 0
Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for such obligation
being reporting in the statement? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year:

2121 Rented from others $

21.22  Borrowed from others $

21.23  Leased from others $

2124 Other $
Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty fund or
guaranty association assessments? Yes[ ] No[X]
If answer is yes:

22.21  Amount paid as losses or risk adjustment $

2222 Amount paid as expenses $

22.23  Other amounts paid $
Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes[X] No[ ]
If yes, indicate any amounts receivable from parent included in the Page 2 amount: $ 0

15.1
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24.01

24.02

24.03

24.04

24.05

24.06
24.07

24.08

24.09.

24.10

25.1

252

253

26.1

26.2

271

27.2
28.

INVESTMENT

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

in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 24.03)? Yes[X] NoJ[ ]
If no, give full and complete information, relating thereto:
For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether
collateral is carried on or off-balance sheet (an alternative is to reference Note 17 where this information is also provided).
Does the company’s security lending program meet the requirements for a conforming program as outlined in the Risk-Based Capital Instructions? ~ Yes[ ] No[ ] NA[X]
If answer to 24.04 is yes, report amount of collateral for conforming programs. $
If answer to 24.04 is no, report amount of collateral for other programs $
Does your securities lending program require 102% (domestic securities) and 105% (foreign securities) from the counterparty at the outset
of the contract? Yes[ ] No[ ] NA[X]
Does the reporting entity non-admit when the collateral received from the counterparty falls below 100%? Yes[ ] No[ ] NAI[X]
Does the reporting entity or the reporting entity’s securities lending agent utilize the Master Securities Lending Agreement (MSLA) to
conduct securities lending? Yes[ ] No[ ] NA[X]
For the reporting entity's security lending program, state the amount of the following as of December 31 of the current year:
24.101 Total fair value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2: $ 0
24.102 Total book adjusted/carrying value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2: $ 0
24.103 Total payable for securities lending reported on the liability page: $ 0
Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the control
of the reporting entity or has the reporting entity sold or transferred any assets subject to a put option contract that is current in force? (Exclude
securities subject to Interrogatory 21.1 and 24.03.) Yes[X] NoJ[ ]
If yes, state the amount thereof at December 31 of the current year:
25.21  Subject to repurchase agreements $ 0
25.22  Subject to reverse repurchase agreements $ 0
25.23  Subject to dollar repurchase agreements $ 0
25.24  Subject to reverse dollar repurchase agreements $ 0
25.25  Placed under option agreements $ 0
25.26  Letter stock or securities restricted as sale — excluding FHLB Capital Stock $ 0
2527  FHLB Capital Stock $ 0
25.28  On deposit with states $ 6,948,446
25.29  On deposit with other regulatory bodies $ 614,417
25.30  Pledged as collateral — excluding collateral pledged to an FHLB $ 0
25.31  Pledged as collateral to FHLB — including assets backing funding agreements $ 0
2532 Other $ 0
For category (25.26) provide the following:
1 2 3
Nature of Restriction Description Amount
$
Does the reporting entity have any hedging transactions reported on Schedule DB? Yes[ ] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ ] No[ ] NA[X]
If no, attach a description with this statement.
Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the issuer,
convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the current year: $
Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's
offices, vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a
custodial agreement with a qualified bank or trust company in accordance with Section 1, Il - General Examination Considerations, F. Outsourcing
of Critical Functions, Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes[X] Nol[ ]
28.01  For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
Frost Bank Fort Worth, Texas
28.02  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)
28.03  Have there been any changes, including name changes, in the custodian(s) identified in 28.01 during the current year? Yes[ ] No[X]
28.04  Ifyes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
28.05 Investment management - Identify all investment advisors, investment managers, broker/dealers, including individuals that have the authority
to make investment decisions on behalf of the reporting entity. For assets that are managed internally by employees of the reporting entity,
note as such. ["...that have access to the investment accounts", ... handle securities"].
1 2
Name of Firm or Individual Affiliation
Asset Allocation & Management Company, LLC (AAM) U
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29.1

29.2

29.3

30.

30.4

31.1
31.2

313

32.1
32.2

331

33.2

341
34.2

35.1
35.2
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28.0597 For those firms/individuals listed in the table for Question 28.05, do any firms/individuals unaffiliated with the reporting entity

(i.e. designated with a "U") manage more than 10% of the reporting entity's assets? Yes[X] No[ ]
28.0598 For firms/individuals unaffiliated with the reporting entity (i.e. designated with a "U") listed in the table for Question 28.05, does
the total assets under management aggregate to more than 50% of the reporting entity's assets? Yes[X] Nol[ ]
28.06  For those firms or individuals listed in the table for 28.05 with an affiliation code of "A" (affiliated) or "U" (unaffiliated), provide the information
for the table below.
1 2 3 4 5
Investment
Management
Agreement
Central Registration Depository Number Name of Firm or Individual Legal Entity Identifier (LEI) | Registered With | (IMA) Filed
109875 Asset Allocation & Management Company, LLC (AAM) Securities and oS
Exchange
Commission
Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5 (b) (1)])? Yes[ ] No[X]
If yes, complete the following schedule:
1 2 3
CusIP Name of Mutual Fund Book/Adjusted Carrying
Value
29.2999 TOTAL
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual Fund’s
Book/Adjusted Carrying
Name of Mutual Fund Name of Significant Holding Value Attributable to the
(from above table) of the Mutual Fund Holding Date of Valuation

Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.

1 2 3
Excess of Statement over Fair
Value (-), or Fair Value over
Statement (Admitted) Value Fair Value Statement (+)
30.1 Bonds 62,071,106 61,943,148 (127,958)
30.2 Preferred Stocks 0 0 0
30.3 Totals 62,071,106 61,943,148 (127,958)
Describe the sources or methods utilized in determining the fair values:
The fair values of securities are determined by an independent third party pricing service (S&P) . The portfolio manager provides fair values of securities when
not available from the third party source.
Was the rate used to calculate fair value determined by a broker or custodian for any of the securities in Schedule D? Yes[X] Nol[ ]
If the answer to 31.1 is yes, does the reporting entity have a copy of the broker’s or custodian’s pricing policy (hard copy or electronic
copy) for all brokers or custodians used as a pricing source? Yes[X] No[ ]
If the answer to 31.2 is no, describe the reporting entity’s process for determining a reliable pricing source for purposes of
disclosure of fair value for Schedule D:
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Investment Analysis Office been followed? Yes[X] Nol[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? $ 374,033
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
Insurance Services Office, inc. $ 270,053
Amount of payments for legal expenses, if any? $ 1,636
List the name of the firm and the amount paid if any such payment represented25% or more of the total payments for legal
expenses during the period covered by this statement.
1 2
Name Amount Paid
National Registered Agents, Inc. $ 1,636
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? $ 0
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures in
connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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1.1
12
1.3

1.4
1.5
1.6

3.1
3.2

6.1

6.2

6.3

6.4

6.5

GENERAL INTERROGATORIES
PART 2 - PROPERTY & CASUALTY INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only.

Yes[ ] No[X]

0

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?

0

1.31 Reason for excluding:

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.

Indicate total incurred claims on all Medicare Supplement insurance.

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

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

1.75 Total incurred claims

1.76 Number of covered lives

Health Test:

1 2
Current Year Prior Year

2.1 Premium Numerator $ 0 $ 0
26,441,600 $ 24,081,111

22 Premium Denominator $
2.3 Premium Ratio (2.1/2.2)

24 Reserve Numerator $ 0 $ 0
18,887,981 $ 17,402,234

25 Reserve Denominator $

26 Reserve Ratio (2.4/2.5)

Does the reporting entity issue both participating and non-participating policies?
If yes, state the amount of calendar year premiums written on:

3.21  Participating policies $

Yes[ ] No[X]

3.22  Non-participating policies $

FOR MUTUAL REPORTING ENTITIES AND RECIPROCAL EXCHANGES ONLY:

41 Does the reporting entity issue assessable policies?

4.2 Does the reporting entity issue non-assessable policies?

43 If assessable policies are issued, what is the extent of the contingent liability of the policyholders?

Yes|[ ]
Yes|[ ]

Nof[ |
No[ ]
%

4.4 Total amount of assessments paid or ordered to be paid during the year on deposit notes or contingent premiums. $

FOR RECIPROCAL EXCHANGES ONLY:
51 Does the exchange appoint local agents?
52 If yes, is the commission paid:
5.21 Out of Attorney’s-in-fact compensation
522  Asadirect expense of the exchange
53 What expenses of the exchange are not paid out of the compensation of the Attorney-in-fact?

54 Has any Attorney-in-fact compensation, contingent on fulfillment of certain conditions, been deferred?
5.5 If yes, give full information:

What provision has this reporting entity made to protect itself from an excessive loss in the event of a catastrophe under a workers’ compensation
contract issued without limit of loss?

All workers' compensation policies are covered by quota share reinsurance.

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 robable maX|mum loss |s enerated using catastro he modelin software developed b Risk Mana ement Solutions RISkLInk v16).

date includes Commercial Ilnes excess/lavered DIC business, Homeowners in Florida (Wind only), Texas and Alabama. Quota share and excess

of loss reinsurance contracts cover virtually all property risks.
What provision has this reporting entity made (such as catastrophic reinsurance program) to protect itself from an excessive loss arising from the types
and concentrations of insured exposures comprising its probable maximum property insurance loss?
Quota share and excess of loss reinsurance contracts cover virtually all property risks.
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?
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:
Quota share and excess of loss reinsurance contracts cover virtually all property risks.

16

Yes|[ ]
Yes|[ ]

Yes[ ] No[ ]

No[ ]
No[ ]

NAT ]
NAT |

Yes[ ] No[ ]

Yes[ ] No[X]



Annual Statement for the year 2016 ofthe N@tional Specialty Insurance Company

7.1

7.2
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8.1

8.2

9.1

9.2

9.3

94

9.5

9.6

1.1
1.2

12.1

12.2
12.3

124

12.5

12.6

13.1

GENERAL INTERROGATORIES
PART 2 - PROPERTY & CASUALTY INTERROGATORIES

Has the reporting entity reinsured any risk with any other entity under a quota share reinsurance contract that includes a provision that would
limit the reinsurer’s losses below the stated quota share percentage (e.g., a deductible, a loss ratio corridor, a loss cap, an aggregate limit or
any similar provisions)?

If yes, indicate the number of reinsurance contracts containing such provisions.

If yes, does the amount of reinsurance credit taken reflect the reduction in quota share coverage caused by any applicable limiting provision(s)?

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

Has the reporting entity ceded any risk under any reinsurance contract (or under multiple contracts with the same reinsurer or its affiliates) for
which during the period covered by the statement: (i) it recorded a positive or negative underwriting result greater than 5% of prior year-end
surplus as regards policyholders or it reported calendar year written premium ceded or year-end loss and loss expense reserves ceded greater
than 5% of prior year-end surplus as regards policyholders; (ii) it accounted for that contract as reinsurance and not as a deposit; and (iii) the
contract(s) contain one or more of the following features or other features that would have similar results:

(a) A contract term longer than two years and the contract is noncancellable by the reporting entity during the contract term;

(b) A limited or conditional cancellation provision under which cancellation triggers an obligation by the reporting entity, or an affiliate of
the reporting entity, to enter into a new reinsurance contract with the reinsurer, or an affiliate of the reinsurer;

(c) Aggregate stop loss reinsurance coverage;

(d) A unilateral right by either party (or both parties) to commute the reinsurance contract, whether conditional or not, except for such
provisions which are only triggered by a decline in the credit status of the other party;

(e) A provision permitting reporting of losses, or payment of losses, less frequently than on a quarterly basis (unless there is no activity
during the period); or

0] Payment schedule, accumulating retentions from multiple years or any features inherently designed to delay timing of the reimbursement

to the ceding entity?

Has the reporting entity during the period covered by the statement ceded any risk under any reinsurance contract (or under multiple contracts
with the same reinsurer or its affiliates), for which, during the period covered by the statement, it recorded a positive or negative underwriting
result greater than 5% of prior year-end surplus as regards policyholders or it reported calendar year written premium ceded or year-end loss
and loss expense reserves ceded greater than 5% of prior year-end surplus as regards policyholders; excluding cessions to approved pooling
arrangements or to captive insurance companies that are directly or indirectly controlling, controlled by, or under common control with (i) one or
more unaffiliated policyholders of the reporting entity, or (ii) an association of which one or more unaffiliated policyholders of the reporting entity
is a member where:

(a) The written premium ceded to the reinsurer by the reporting entity or its affiliates represents fifty percent (50%) or more of the entire
direct and assumed premium written by the reinsurer based on its most recently available financial statement; or

(b) Twenty-five percent (25%) or more of the written premium ceded to the reinsurer has been retroceded back to the reporting entity or
its affiliates in a separate reinsurance contract.

If yes to 9.1 or 9.2, please provide the following information in the Reinsurance Summary Supplemental Filing for General Interrogatory 9:

(a) The aggregate financial statement impact gross of all such ceded reinsurance contracts on the balance sheet and statement of income;

(b) A summary of the reinsurance contract terms and indicate whether it applies to the contracts meeting the criteria in 9.1 or 9.2; and

(c) A brief discussion of management'’s principle objectives in entering into the reinsurance contract including the economic purpose to be achieved.
Except for transactions meeting the requirements of paragraph 31 of SSAP No. 62R, Property and Casualty Reinsurance, has the reporting entity

ceded any risk under any reinsurance contract (or multiple contracts with the same reinsurer or its affiliates) during the period covered by the
financial statement, and either:

(a) Accounted for that contract as reinsurance (either prospective or retroactive) under statutory accounting principles (“SAP”) and as a
deposit under generally accepted accounting principles (‘GAAP”); or

(b) Accounted for that contract as reinsurance under GAAP and as a deposit under SAP?

If yes to 9.4, explain in the Reinsurance Summary Supplemental Filing for General Interrogatory 9 (Section D) why the contract(s) is treated
differently for GAAP and SAP.

The reporting entity is exempt from the Reinsurance Attestation Supplement under one or more of the following criteria:
(a) The entity does not utilize reinsurance; or,

(b) The entity only engages in a 100% quota share contract with an affiliate and the affiliated or lead company has filed an attestation
supplement; or

(c) The entity has no external cessions and only participates in an intercompany pool and the affiliated or lead company has filed an
attestation supplement.

If the reporting entity has assumed risks from another entity, there should be 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?

Has the reporting entity guaranteed policies issued by any other entity and now in force?
If yes, give full information

If the reporting entity recorded accrued retrospective premiums on insurance contracts on Line 15.3 of the assets schedule, Page 2, state the
amount of corresponding liabilities recorded for:

12.11  Unpaid losses
12.12  Unpaid underwriting expenses (including loss adjustment expenses)

Of the amount on Line 15.3, Page 2, state the amount that is secured by letters of credit, collateral and other funds?

If the reporting entity underwrites commercial insurance risks, such as workers’ compensation, are premium notes or promissory notes
accepted from its insureds covering unpaid premiums and/or unpaid losses?

If yes, provide the range of interest rates charged under such notes during the period covered by this statement:
1241 From
1242  To

Are letters of credit or collateral and other funds received from insureds being utilized by the reporting entity to secure premium notes or
promissory notes taken by a reporting entity, or to secure any of the reporting entity’s reported direct unpaid loss reserves, including
unpaid losses under loss deductible features of commercial policies?

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

12.61 Letters of Credit

12.62 Collateral and other funds

Largest net aggregate amount insured in any one risk (excluding workers’ compensation):

16.1

Yes[X] No[ ]

5

Yes [X]

Yes[X] No[ ]

Yes|[ ]

Yes| ]

Yes| ]

Yes|[ ]

Yes|[ ]
Yes| ]
Yes|[ ]

No[ ]
Yes| ]

No[X]

No[X]

No[X]

No[X]

No[X]
No[X]
No[X]

NAT ]
No[X]

Yes|[ ]

No[X]

%

NAT ]

%

Yes|[ ]

No[X]

20,000
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13.2

13.3

14.1
14.2

14.3
144
14.5

15.1
15.2

16.1

17.1

18.1
18.2
18.3
18.4

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 the amount.

Is the reporting entity a cedant in a multiple cedant reinsurance contract?

If yes, please describe the method of allocating and recording reinsurance among the cedants:

If the answer to 14.1 is yes, are the methods described in item 14.2 entirely contained in the respective multiple cedant reinsurance contracts?

If the answer to 14.3 is no, are all the methods described in 14.2 entirely contained in written agreements?
If the answer to 14.4 is no, please explain:

Has the reporting entity guaranteed any financed premium accounts?
If yes, give full information

Does the reporting entity write any warranty business?

If yes, disclose the following information for each of the following types of warranty coverage:

16.11
16.12
16.13
16.14

1 2
Direct Losses
Incurred Unpaid

0%

Home

Direct Losses

0%

3

Direct Written
Premium

0%

4

Direct Premium
Unearned

0%

Yes| ]

No[X]

1

5

Direct Premium
Earned

Products

0%

0%

0%

0%

Automobile

0%

0%

0%

0%

P |eP |en |eP

Other* 0%

0%

0%

0%

o |Oo o (o

* Disclose type of coverage:

Does the reporting entity include amounts recoverable on unauthorized reinsurance in Schedule F-Part 3 that it excludes from Schedule F-Part 5.

Incurred but not reported losses on contracts in force prior to July 1, 1984, and not subsequently renewed are exempt from inclusion
in Schedule F-Part 5. Provide the following information for this exemption:

Gross amount of unauthorized reinsurance in Schedule F-Part 3 excluded from Schedule F-Part 5

17.11
1712
1713
17.14
17.15
17.16
1747

Provide the following information for all other amounts included in Schedule F-Part 3 and excluded from Schedule F-Part 5, not included above.

17.18
1719
17.20
17.21
17.22
17.23
17.24

Unfunded portion of Interrogatory 17.11

Paid losses and loss adjustment expenses portion of Interrogatory 17.11
Case reserves portion of Interrogatory 17.11

Incurred but not reported portion of Interrogatory 17.11

Unearned premium portion of Interrogatory 17.11

Contingent commission portion of Interrogatory 17.11

Gross amount of unauthorized reinsurance in Schedule F-Part 3 excluded from Schedule F-Part 5

Unfunded portion of Interrogatory 17.18

Paid losses and loss adjustment expenses portion of Interrogatory 17.18
Case reserves portion of Interrogatory 17.18

Incurred but not reported portion of Interrogatory 17.18

Unearned premium portion of Interrogatory 17.18

Contingent commission portion of Interrogatory 17.18

Do you act as a custodian for health savings accounts?
If yes, please provide the amount of custodial funds held as of the reporting date.

Do you act as an administrator for health savings accounts?

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

16.2

Yes|[ ]

Yes| ]
Yes| ]

Yes| ]

Yes|[ ]

Yes| ]

No[X]

No[ ]
No[ ]

No[X]

No[X]

No[X]

P P |eP |P | |P |

o |O O | |o |o (o

o O O |o |o |o

P P | | |P | |

0

Yes|[ ]

No[X]
0

Yes|[ ]

No[X]
0
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FIVE-YEAR HISTORICAL DATA

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

1 2 3 4 5
2016 2015 2014 2013 2012
Gross Premiums Written (Page 8, Part 1B, Cols. 1,2 & 3)
1. Liability lines (Lines 11.1, 11.2,16,17.1,17.2,17.3,18.1,18.2,19.1,19.2 & 19.3,19.4)...... [ ........ 99,813,913 | ......... 77,837,814 | ......... 40,454,537 | ......... 31,902,379 | ......... 40,975,300
2. Property lines (LiNeS 1,2, 9, 12,21 & 26).......ceverervmrenrenrineiesieeiiesissessssssesssssssssssssssssssssnsss | svsessens 62,629,266 | ......... 54,797,090 | ......... 16,763,373 | ......... 13,641,788 | ......... 10,270,808
3. Property and liability combined lines (Lines 3,4, 5,8, 22 & 27)......ccccovvrmrrmrrrrrerneernrirnsirssiennns | cvveennne 54,551,036 | ......... 48,777,452 | ......... 71,374,803 | ......... 72,640,144 | ......... 82,816,830
4. Allother lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34). ...2,066,659 1,357,716 .17,865,729 14,320,740 .14,654,262
5. Nonproportional reinsurance ines (LINES 31, 32 & 33)......uvururrurrerinrereerniesneieeeeenssseesssnnens | sessmssssssssssssssssssssssns | eossssmsssssssssnssssssssenes | oossessssssesssssssssessansss | srssssssssssssnsssssassansns | sesssssssnssssssssensssssnes
6. TOtAl (LINE 35)....uuieeiereieeieiee et nssnnes | nninns 219,060,873 | ....... 182,770,073 | ....... 146,458,442 | ....... 132,505,052 | ....... 148,717,201
Net Premiums Written (Page 8, Part 1B, Col. 6)
7. Liability lines (Lines 11.1, 11.2, 16, 17.1,17.2,17.3,18.1, 18.2,19.1,19.2 & 19.3, 19.4)....c.. | cevvrrrvrrrrnenns 570 | oo 1,079 [ oo (13 ) [P— (206,038) .............. 324,909
8. Property lines (Lines 1,2, 9, 12,21 & 26).......covurrrerrrenienreiesieeieeieeisseessessssssssssssssssssssssnses | cveeeeens 27,597,237 | ......... 24,775,766 | ........... 2,349,900 | ........... 2,219,347 | oo 2,518,623
9. Property and liability combined lines (Lines 3, 4, 5, 8, 22 & 27)......ccoovrurrrnrinenrineineisninnees | ceveeiineinesesesssnsesenes | erverniiiniis (2,402) ........... 2,980,946 | ........... 2,334,318 | ........ce. 2,222,366
10. All other lines (Lines 6, 10, 13, 14, 15, 23,24, 28,29, 30 & 34)......ccoocorrrrrerrrrnrrerieeiserienienenes | v 214725 | oo 192,855 | ......... 17,854,053 | ......... 14,309,293 | ......... 14,654,262
11.  Nonproportional reinsurance lines (LINES 31, 32 & 33).......overurruereneerrineneireeieeneeseenseseeeneenenes | eessssssssssssssssessnssssses | eossssssnsssnssssssessnssnes | omessessmsssssssssssenssnsss | sessssssessssssssssssnssnsne | sosssssssssssssssssanssnssces
12, TOAl (LINE 35)....ieuiiiiiieicice ettt sttt ettt enssnes | oerieees 27,812,531 | ......... 24,967,298 | ......... 23,183,977 | ......... 18,656,920 | ......... 19,720,159
Statement of Income (Page 4)
13.  Net underwriting gain (I0SS) (LINE 8)........vcuriuriirmriniiineieeeeinessiseise e ssssssssssssesins | oevesesenns 2,952,545 | ........... 2,840,791 | oo 685,345 | ..coovvvnne 732,254 | .............. 655,834
14.  Netinvestment gain (I0SS) (LINE 11).....cvriririrrirriieieese et ssesssssssesssesssesssnss | oesesesenns 1,405,422 | .......... 1,264,766 | ........... 1,106,735 | .............. 997,666 | .......... 1,063,710
15. Total other income (Line 15)...... s 2)f . .(122) ....(24,492)
16. Dividends to policynolders (LINE 17)........cucieieiieieieeeisie et sessssssseses | cvessesesesns 51422 | cooeeeeeeeeesieiens | e [ [ e
17. Federal and foreign income taxes incurred (LiNE 19).......c.ccuvveiererireeeiieiseieieeeessesessevsniens | ovreseenaes 1,483,979 [ ..co.c. 787,898 [ ... 644,620 | ........... 1,081,993 [ ........ 1,189,536
18. NetinComMe (LINE 20)........cvuuiueieriereeireeireeiieeieetseseees et ss st enssssssssesins | oesessssons 2,822,565 | ....coou... 3,317,679 | oooeee. 1,147,338 | ......c..c.nl 651,274 | .covvvrne 505,517
Balance Sheet Lines (Pages 2 and 3)
19. Total admitted assets excluding protected cell business (Page 2, Line 26, Col. 3).......cccccoeeees| vevrne 86,550,499 | ......... 78,539,999 | ......... 71,118,825 | ......... 52,674,670 | ......... 50,784,337
20. Premiums and considerations (Page 2, Col. 3):
20.1 In course of COlECHON (LINE 15.1).....cuuvuieieiiniiisiieiieeiessieeiie e ssessesisesesssssssssesns | oesesesenns 8,063,162 | ........... 7,063,438 | ........... 6,522,781 | ..ccceenee. 5,008,347 | ........... 3,725,623
20.2 Deferred and Not Y&t AUE (LINE 15.2).....cueveieiieieieeieie et ssessessssseses | eessssssessessessssssssesss | sessesssssessesssssessesses | svsesssesiessesssssessessns | sessssssessessssssesssssnes | sessesessssssssessessanses
20.3  Accrued retrospective premiums (LINE 15.3)......ucvucieieeicieiseiiciesseesiesiesisesessesseses | eesssssesiesiesssssssiesss | sessesssssesssssssessesses | svesssesiessessssssssessens | sesssssessessssssssssssnss | sossessssssssssessessanses
21. Total liabilities excluding protected cell business (Page 3, Ling 26)............ccccveuvererverrervernnenns | ceveeen. 37,660,346 | ......... 32,521,095 | ......... 27,861,044 | ......... 21,268,753 | ......... 20,575,281
22, LOSSES (PAGE 3, LINE 1)..cvuuiieiieiieiieieeitneeeeisseisse e ssss st sss et ssssssssns | eoeessnees 2,181,869 | ..coceonue. 2,170,451 | .coooenee. 1,743,620 | ........... 1,682,352 | ........... 1,715,365
23. Loss adjustment expenses (Page 3, LINE 3)......cccooceiecieiseieeseese e sesssssesenes | eeveesesenns 374128 | ..o 379,933 | oo 281,419 | oo 267,413 | oo 233,228
24. Unearned premiums (Page 3, LiNe 9).......cooviieiineiniineeneeseis i ssesssssssssssssssssens | oneenees 13,196,446 | ......... 11,825,514 | ........ 10,939,327 | ...oceenue. 8,490,688 | ........... 7,219,576
25. Capital paid up (Page 3, LINES 30 & 31)......ovurirrriieiiiniiiseinneisseiseineesseiseesessessessssssssssenss | eoeeeseees 3,500,000 | ......c... 3,500,000 | ... 3,500,000 | ........... 3,500,000 | ........... 3,500,000
26. Surplus as regards policyholders (Page 3, LiNe 37).......c.cceeveereerreiisisesessssiseessssssssesenes | eveneens 48,890,153 | ......... 46,018,904 | ......... 43,257,781 | ......... 31,405,917 | ......... 30,209,056
Cash Flow (Page 5)
27. Net cash from 0perations (LINE 11)......cc.vuiurriniinininceieeiesiesississsseseesssesssesssesssssssssnesns | eoeeeseees 7,767,810 | ........... 6,420,313 | .oovveneee 5,736,437 | ccvvvrerenn. 503,142 | ........... 5,035,451
Risk-Based Capital Analysis
28. Total adjusted CaItal..........c.cccvueririiriiiinieiee s | erenend 48,890,153 | ......... 46,018,904 | ......... 43,257,781 | ......... 31,405,917 | ......... 30,209,056
29. Authorized control level risk-based Capital............cceerverreeierieieisseesssee s | eereseenes 4,940,343 | ........... 2,735,548 | ........... 6,775,126 | ........... 3,910,781 | ........... 2,711,255

30.
31.
32.
33.
34.
35.
36.
37.

38

39.
40.
41.

42.
43.
44.
45.

46.
47.
48.
49.
50.

Percentage Distribution of Cash, Cash Equivalents and Invested Assets
(Page 2, Col. 3) (Item divided by Page 2, Line 12, Col. 3) x 100.0

Bonds (Line 1)............
Stocks (Lines 2.1 & 2.2).............
Mortgage loans on real estate (LINES 3.1 & 3.2)....c.vuvierercreeeeeeseesesee e sssnees
Real estate (Lines 4.1,4.2 & 4.3).....ccoccvveverereennes
Cash, cash equivalents and short-term investments (LiN 5).........ccccvevereverereereseereesserennns
CoNraCt I0ANS (LINE B).......cuevuevecvieiierciseeeiesce ettt st
DEMVALIVES (LINE 7)...vvveerererireierieiseetssise sttt sttt essssssessesssssnssenes
Other invested aSSEtS (LINE 8)......uvururrreriniinririsiissieisessssiseessssssesseesssssssesssessessssssessessnsnns
Receivables for SECUNIES (LINE 9)...uuvvuvererirircireeriisiinsiseiesissise s ssssesssnssees
Securities lending reinvested collateral assets (LINE 10)......cc.ccruerrrereeneenrireenrenrernissesensenes
Aggregate write-ins for invested assets (LINE 11)......overrrurinrnrirensenseseesssssssssssessesssssseenns
Cash, cash equivalents and invested assets (LN 12).......c.ovrerrrnrnrernrnresninsnsessiessnneneens
Investments in Parent, Subsidiaries and Affiliates
Affiliated bonds (Sch. D, Summary, Line 12, Col. 1)...............
Affiliated preferred stocks (Sch. D, Summary, Line 18, Col. 1)
Affiliated common stocks (Sch. D, Summary, Line 24, Col. 1).....cceverveverieerereeece s
Affiliated short-term investments

(subtotals included in Schedule DA, Verification, Column 5, Line 10).........cccccuevereriirirercrnnnne
Affiliated mortgage 10ans on real EState..........cocurrirreririenenerese s
All other affiliated
Total Of ADOVE INES 42 10 47 ..ottt
Total investment in parent included in Lines 42 t0 47 @bOVe.........c.cocveneencereeneennernineereneeneens
Percentage of investments in parent, subsidiaries and affiliates to surplus

as regards policyholders (Line 48 above divided by Page 3, Col. 1, Line 37 x 100.0)..............

92.9

82.9
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FIVE-YEAR HISTORICAL DATA

(Continued)
1 2 3 4 5
2016 2015 2014 2013 2012
Capital and Surplus Accounts (Page 4)
51. Net unrealized capital gains (I0SSES) (LINE 24)........ccoeurreirreiereereiiesesse e sessessens | cevvesiiesesins (4,826) | coooeveereerererererieninns v [ e | e
52. Dividends to SIOCKNOIAETS (LINE 35).......oiuiurerrireireieiinsireiseiesiseieesssssssssssssssessssessssessssessssssnsss | sessessssssesssssssssessssses | sesmsessssssessssssssessnns | seessnsssessnssssssesssssnes | sessssssessesssssssssasssnsns | sessessessnssnsssesssssnenns
53. Change in surplus as regards policyholders for the year (Line 38)..........cccoveverreererrerrervnesenns | cevvernnns 2,871,249 | ........... 2,761,123 | ......... 11,851,864 | ........... 1,196,861 | ......... 11,148,519
Gross Losses Paid (Page 9, Part 2, Cols. 1 & 2)
54. Liability lines (Lines 11.1,11.2, 16, 17.1,17.2,17.3,18.1,18.2,19.1,19.2 & 19.3,19.4)....... | ccco.0.. 43,044,319 | ......... 46,496,852 | ......... 41,581,763 | ......... 78,418,856 | ......... 59,174,463
55.  Property lines (Lines 1,2, 9, 12, 21 & 26).......cccreurrrrmmririrreineineineineesneesseessesssessssssesssssssesss | evenesens 26,931,861 | ......... 30,743,967 | ......... 12,194,458 | .......... 6,002,894 | .......... 2,411,324
56. Property and liability combined lines (Lines 3,4, 5, 8,22 & 27)........cocuvrvrrrerervnernnennresnnesneens | oreis 45,610,775 | ......... 42,012,464 | ......... 48,451,925 | ......... 35,633,778 | ......... 29,889,313
57. Al other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28,29, 30 & 34).......cccovvvnrrvrrnmrnnerrneernerneennee | cvverneinnnns 294,500 | .ovvveirnee 161,066 | ........... 5,499,000 | ........... 4,170,089 | ...ccconue. 2,970,206
58. Nonproportional reinsurance lines (LINeS 31, 32 & 33).......ccvieveirreieieieeeeeieeseieseeevssvenes [aeseresiessesesessesieseess | oressessssssessesessessenes .. teereseeseeeeneeneenases
59, TOtAl (LINE 35)..ceureurercireireireiseise ittt bbbttt | eeiees 115,881,454 | ....... 119,414,349 | ....... 107,727,145 | ....... 124,225,616 | ......... 94,445,308
Net Losses Paid (Page 9, Part 2, Col. 4)
60. Liability lines (Lines 11.1,11.2, 16, 17.1,17.2,17.3,18.1,18.2, 19.1,19.2 & 19.3, 19.4)....... | covvrrrnene. 193,627 | coooveernnes 71,560 | .o 105,664 | .............. 192,157 | oo, (136,790)
61. Property lines (Lines 1, 2,9, 12, 21 & 26).......ccvvuerrererrerirerineriesiesssssssssssssesssessssssessssssens | ovveens 10,599,390 | ...cconue. 9,616,582 | ..occvvvnneee 742,046 | ..o 653,041 | oo 556,914
62. Property and liability combined lines (Lines 3,4, 5, 8,22 & 27).......ccocuriunrirnirreerneerneineieeisens | converneiineisssisssinessnes | eesseisssisssisssissssssess | ooveeneens 1,090,802 | .............. 849,284 | ............. 720,489
63. All other lines (Lines 6, 10, 13, 14, 15, 23, 24, 28, 29, 30 & 34).......ccvvvrrvrrrvernernerircrirerineniinnns | cevrvrireninne 202,513 | oo 161,066 | ........... 5,499,000 | ........... 4,170,089 | ...ccconne. 2,970,206
64. Nonproportional reinsurance liNes (LINES 31, 32 & 33).....c.cvueieireieiieiieieisieeisesesessessssesses [oriessssssessesisssssessess | arssssessessssessesesssssenss | arossessessessssossessesseses | sressessssessesessssensesses | omsessesssssssessassessssans
65, TOTAl (LINE 35).....cuuireureuiiiieieeiciseesseessses st nsenses | eeinens 10,995,530 | ..oovveneee 9,849,207 | ..ovvenve. 7437511 | e 5,864,571 | ... 4,110,820
Operating Percentages (Page 4)
(Item divided by Page 4, Line 1) x 100.0
66. Premiums €arMEd (LINE 1)....c.ccveiererceseeieiesete ettt se st s s sse s ssssessessnsanes | sessesssssesenenns 100.0 | cooverereienne 100.0 | coovererrienne 100.0 | .ooeiverireennes 100.0 | coovvrereienne 100.0
67. LOSSES INCUITEA (LINE 2).....ouiveiieieriericiiesssie et stes s ssssss s sssssssss s sses s ssesssssnses | sesssssessssssssans 416 | oo 22 (N IR 36.2 | oo 335 [ s 322
68. L0ss expenses iNCUMTEd (LINE 3)......ovverrurirrrirrieeeeineireiseissessessssseessssessssssessssssssssssessesssssessenes | sessesssessssessnsens 5.9 | 6.5 | oo 6.4 | o (- N [ 7.0
69. Other underwriting expenses INCUIMTEd (LINE 4).........c.couueeiueiverereieeeeie et siessesessessssses | esvesssesssssssans 413 | e 391 [ e 542 | oo I [ 56.6
70.  Netunderwriting gain (I0SS) (LINE 8)......c.vvururerireereireincireiseiiecineisessessesssessesessesssssessessssssessens | seseesessssennenees M2 s 118 | oo 33 42| . 4.2
Other Percentages
71. Other underwriting expenses to net premiums written (Page 4, Lines 4 +5- 15
divided by Page 8, Part 1B, Col. 6, Ling 35 X 100.0).........ovumrurrirrnrirnrirnrineeesisessssesssssssssssessns | seeeessessssssneens 392 | v KTV A I 484 | o BT | oo 455
72. Losses and loss expenses incurred to premiums eamed
(Page 4, Lines 2 + 3 divided by Page 4, Line 1 X 100.0).......ccccevueruemrrnmiinniiniirnsiinssnssssssnins | soveveessnssneens L O 491 [ oo 425 | oo 403 | oo 39.3
73. Net premiums written to policyholders' surplus (Page 8, Part 1B,
Col. 6, Line 35, divided by Page 3, Line 37, Col. 1 X 100.0).......cccevurrurmrurnirnrineiineirenienensnnienns | eveeeieeiieninnns 56.9 | v 543 | oo 536 | v 594 | oo 65.3
One Year Loss Development (000 omitted)
74. Development in estimated losses and loss expenses incurred prior
to current year (Schedule P, Part 2-Summary, Line 12, Col. 11)......cccoennennineneirnenereiinenes | v 110 | s 357 [ oo (LK) [ (VA1) [ 20
75. Percent of development of losses and loss expenses incurred to policyholders' surplus
of prior year-end (Line 74 above divided by Page 4, Line 21, Col. 1 X 100)........cccevrrurmenmnene | orernereirninns 0.2 | e 0.8 | oo [(02)) [ (0] R 0.1
Two Year Loss Development (000 omitted)
76. Development in estimated losses and loss expenses incurred 2 years before the
current year and prior year (Schedule P, Part 2-Summary, Ling 12, Col. 12)......c.coecviveveveees | coververieieiins A43 | 224 | oo (VLX) I 19 | e (438)
77. Percent of development of losses and loss expenses incurred to
reported policyholders' surplus of second prior-year end
(Line 76 above divided by Page 4, Line 21, Col. 2 X 100.0).....ooiviiiiininisnisiiesssissesnsssssssens | cosssesssesssssssenss 1.0 [ i 0.7 ] oo (0.8)] e (U5 (2.4)
If a party to a merger, have the two most recent years of this exhibit been restated due to a merger in compliance with the disclosure requirements of
SSAP No. 3, Accounting Changes and Correction of Errors? Yes[ 1] No[ ]

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

(3000 Omitted)
Premiums Earned Loss and Loss Expense Payments 12
Years in Which 1 2 3 Defense and Cost Adjusting and Other 10 1 Number
Premiums Loss Payments Containment Payments Payments of
Were 4 5 6 7 8 9 Salvage Total Claims
Earned and Direct Direct Direct Direct and Net Paid Reported-
Losses Were and Net and and and Subrogation | (Cols.4-5+ | Directand
Incurred Assumed Ceded (Cols.1-2) | Assumed Assumed Ceded Assumed Ceded Received Assumed
1. Prior..... | e, XXX....... cereeee XXX e e XX XK | e 1,051 | 1,053 | b AT | 1T | |8 |0 [ e (3) | XXX.......
2. 2007 | corene 124,422 | ....... 102,872 | .........21,551 | ........66,437 | .......57,887 | ......8,851 | ... 7,749 | 4131 | 4112 ] 0530 9,670 XXX.......
3. 125,643 | ......... 107,101 | ...........18,542 | .......95,122 | ........86,941 | ........15,228 | .......13,963 | ........4,147 | ... 4137 | ........... 755 | ............9,455 | ...... XXX.......
4, 136,071 | ........ 117,964 | ..........18,107 | .......72,880 | ........64,602 | ........15,141 | ........13,692 | .........2,235 | ........ 2,223 | ..c.oc0.....889 | i 9,739 | e XXX...
5. 134172 | ... 115,791 | ...........18,381 | ........86,386 | ........79,762 | ......18,049 | ......16,718 | ..........3,059 | ......3,056 | ...........739 | ...........7,957 | ...... XXX.......
6. 135,362 | ......... 119,003 | ...........16,360 | ........95,812 | ........90,233 | ........20,105 | .......18,840 | ... 1,772 | ... 0,770 | ...........703 | ...........6,846 | ...... XXX.....
7. 135,405 | ......... 119,600 | ..........15,805 | .......97,513 | ......92,516 | ......14,812 | ......13,890 | ........1,876 | ... 1,875 | .cc....... 462 | ............5,921 | ... XXX.......
8. 136,239 | ......... 118,853 | ...........17,386 | .......48,094 | ........42,089 | .......9,394 | .....8,323 | ..., 110 | .t 1110 | o812 | i 7,076 XXX....
9. 189,495 | ......... 168,760 | ..........20,735 | .......52,417 | ......44,750 | ........8,222 | ......7,035 | e 1,812 | 1812 | 714 | 8,854 | XXX.......
10. 2015, | corenene 232,249 | ... 208,168 | ...........24,081 | ......54,751 | ....44,599 | ........5,784 | ......4441 | ......2,520 | .......2,519 | ............606 | .......... 11,495 | ... XXX......
11, 2016, | e 274,638 | ......... 248,197 | .........26442 | ......41235 | .....31,780 | .........3 482 | ......2,330 | .........3,074 | ......3,074 | ..........230 | ........... 10,606 | ...... XXX.......
12. Totals....... | ccoceneee XXXovvee | e XXXewvoe | v XXX | 0 711,697 | ......636,212 | ......119,239 | ......107,152 | .......25,738 | .......25,693 | .........6,240 | .........87,617 | ...... XXX
Adjusting and Other 23 24 25
Losses Unpaid Defense and Cost Containment Unpaid Unpaid Total
Case Basis Bulk + IBNR Case Basis Bulk + IBNR 21 22 Net Number of
13 14 15 16 17 18 19 20 Salvage Losses Claims
Direct Direct Direct Direct Direct and and Outstanding-
and and and and and Subrogation | Expenses | Direct and
Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Assumed Ceded Anticipated Unpaid Assumed
1. Prior... | 4,224 | 4224 | 1,946 | 1,946 |94 |94 216 ] 216 | e e | e (0) [ XXX.......
2. 2007.....| 1,140 [ 1,140 {2,614 | 2,614 [ 205 | 205 | 290|290 |32 |32 | | 0 | XXX.......
3. 2008..... ... 1,507 | 1,507 {1,394 | 1,394 (994 | 993 | 155|155 B3 B3 | | e | XXX.......
4. 2009..... . 1,381 | 1,343 | 30449 |34 | T35l T 383 379 20 |20 [ | e 104 | XXX.......
5. 2010..c. | veeeen2,031 [ 1,968 | oi4,212 | 4157 [ 1,026 | 975 |68 |62 [ D D e [ el 175 | XXX.......
6. 2011....|.......5483 |.......5410 |.......6,528 |........6,402 | ........1,580 |.......... 1,510 | o725 |71 |90 [ iii086 | | e 288 | XXX.......
7. 2012, 7,878 ... 7,874 ... 10,025 | 9,918 (963 | 960 |l 13 | 10T 107 107 | | 126 XXX.......
8. 2013...|......9,750 |........9,750 |......12,092 |......12,089 |.........1,654 |....... 1,654 |.......1,339 |.........1,339 | oo 166 | o166 | e | e [ e XXX.......
9. 2014.....|......15,332 |.......15,332 | ........26,875 | .......26,874 | ... 2,797 |..0c.. 2,797 | .00es0n.2,986 |..0ni2,986 | .ovirneni240 | iiiiinn240 | | 0 | XXX.......
10. 2015.....|........18,279 |.......18,278 |......57,912 | .....57,911 |.........3,139 | 3,139 | 6,434 | 8,434 | i 24T |l 24T | | T [ XXX.......
11. 2016.....]|.......26,854 |......25,632 |......77,674 |....77,225 | .......2,233 |........2,098 |.........8,610 |.........8,560 |............546 |............ 546 | oo | 1,856 | ..o XXX
12. Totals...|.......93,861 |.......92,459 |.....204,720 |.....203,940 |.......15418 |......15,135 | ......22,719 | ......22,633 |....... 1515 | ... 511 o0 12,556 | e 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..| ........ XXX | i XXX v [ evrarce XXX [ vriee e XXX i e e XXX | e XXX | e | e | seenee XK | e ()] 0
2. 2007. | oo 83,700 | ..coveneee. 74,030 | coovreeeenn 9,670 | eiiiiceecn7.3 | 720 | 49 | Lo [ 002000 | (O 0
3. 2008. | .o 118,610 | .......... 109,153 | voveereenn 9457 | 944 | 10129 | e B10 [ | s | 020000 | e L I 1
4. 2009. | oo 96,223 | ..ovonne. 86,381 | rooovreernn 9,843 | i 70T | 732 | B4 [ L | 0200000 | 76 | oo 28
5. 2010. | coverenee 115,235 | .......... 107,104 | cooireeern8,132 | 00859 | 00925 | 842 | L | 0000200000 | 118 | o 57
6. 2011, | .o 132,095 | ......... 124,961 | oo 7134 | 0976 | 0 105.0 | 838 | [ [ 20000 | e 201 | s 88
7. 2012, | e 134,286 | .......... 128,240 | ..ooeveeerrn6,046 | ciier0n99.2 | 1072 | 383 [ [ [ 000020000 | e L I 15
8. 2013. | .. 83,599 | .o 76,519 | oo 7,079 | 814 | 6844 | 80T | Lo [ 200000 | s 3| 0
9. 2014. | ........ 110,680 | .......... 101,825 | coieirern8,855 | o584 | i iB0.3 [ i B2.T | | s | 20000 | (0 0
10. 2015. | ..cccooue. 149,066 | .......... 137,569 | coovreeenn 11,496 | cooienB4.2 | B8 | il BTLT | Lo [ 20000 | i, 1| 0
11. 2016. | .oveeve. 163,707 | .ovenee. 151,244 | .. 12,463 | o596 | 609 | i AT | L | 00002000 | 1,671 [ e, 186
12. Totals]| ........ 0,0, S [ XXXocvenee

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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SCHEDULE P - PART 2 - SUMMARY

Incurred Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted) DEVELOPMENT
1 2 3 4 5 6 7 8 9 10 11 12
Years in
Which
Losses Were One Two
Incurred 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Year Year
1. Prior.... ... 2,107 |........... 2,142 ... 2,106 |........... 1,888 |.......c... 1,968 |........... 1,970 | .. 1,833 | 1,822 | 1,820 |.ooeee. 1,818 | ()] I (4)
2. 2007..... .o 9,864 |.......... 9,748 |........... 9,636 |.......... 9,719 ... 9,610 |...co.... 9,598 |.......... 9,704 |........... 9,729 |.......... 9,702 |........... 9,651 |.ovivirnn (X)) — (78)
3. 2008.....[.... ) 0.0, G IS 9,152 | ..o 9,699 |........... 9,497 |........... 9,468 |.......... 9,461 |.......... 9,450 |........... 9447 |........... 9,448 |........... Q44T | ()] P (0)
4. 2009..... ... XXX oo | e XXX oo | v 10,213 | 9,838 |......... 9,685 |........... 9,734 |.......... 9,749 |......... 9,769 |.......... 9,822 |........... 9,831 | 9 | 62
5. 2010.... | ........ XXX oo | e XXX oo | e ) 0.0, G IR 8,105 |.......... 779 |...... 7,845 |........... 7,893 |........... 7,878 |.......... 8,085 |........... 8,129 | .o 44 | 251
6. 2011..... |........ XXX oo | e XXX oo | e XXX oo | e XXX { v 6,990 |.......... 6,926 |.......... 6,904 |..... 6,897 |........... 7,038 |........... 7,129 |, 91 | 231
7. 2012.... e XXX oo | e XXX oo | e XXXoooes | i ) 9.9 U B XXX { v 6,179 | ... 5969 |.... 5920 |........... 5932 | .. 6,046 |.............. 114 | 126
8. 2013... ... XXX oo | e XXX oo | e XXX oo | v ) 0.9 R D ) 0.9 U D XXX oo [ e 7,220 |........... 7,159 ... 7,100 |........... 7,079 | (VA0 1 I (80)
9. 2014...|....... XXX oo | e XXX oo | e XXX oo | e ) 0.9 U D XXX oo { e ) 0.9 U D ) 0.9 G IO 8,919 |........ 8,951 |.......... 8,855 |..ccviiiin (€)1 I— (65)
10. 2015.... 0 coeeee XXX oo | e XXX oo | e XXX oo | e ) 9.9 G P ) 0.9 G P ) 0.9 G P ) 0.9, G P XXX oo | e 11,472 |......... 11,496 | 24 ... XXX......
11. 2016..... [ .cooces XXX oo | XXX oo | v XXXoooee [ XXXooooe [ XXXooore [ XXX [ XXX oo [ XXX oo [ XXX oo | 12,463 |........ XXX oo | XXX......
12. Totals...... | cooverenee, 110 | o 443
Cumulative Paid Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted) 11 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 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 Payment Payment
1. Prior..... ... 000....... {.erverrerren. 851 | .. 1,315 | 1,649 | 1,758 | .o 1,818 | .. 1,831 | 1,821 | 1,820 | 1,818 |........ XXX oo | e XXX......
2. 2007..... | o 8,212 | ... 9,556 |........... 9,603 |........... 9,599 |......... 9,599 |......... 9,595 |........... 9,702 |........... 9,702 |........... 9,702 |........... 9,651 |........ XXX oo | e XXX......
3. 2008..... ... )00 G IS 7,757 |, 9,531 | 9447 ... 9,433 |......... 9,442 |........ 9,442 |......... 9,443 |........... 9,443 |........... 9,446 |........ XXX oo | e XXX......
4. 2009..... ... XXX oo | e XXX oo | e 8,510 |........... 9,661 |........... 9,578 |.......... 9,596 |........... 9,629 |.......... 9,671 |........... 9,708 |........... 9,727 |........ XXX oo | e XXX......
5. 2010.... | ........ XXX oo | e XXX oo | e )00 G IR 6,669 |........... 7616 |.......... 7597 | 7,638 |........... 7,730 | 7,787 |, 7,954 |..... XXX oo | e XXX......
6. 2011.... ....... XXX oo | e XXX oo | e XXX oo | e ) 0.0 U I 5900 |......... 6,640 |.......... 6,612 |........... 6,663 |......... 6,737 ... 6,844 |....... XXX oo | e XXX......
7. 2012, e XXX oo | e XXX oo | v ) 9.9 N P ) 9.9 S I ) 9.9 N IR 5,085 |..co... 5857 | .. 5830 |.eee. 5,852 |..ooeee. 5920 |....... XXX oo | e XXX......
8. 2013... ... XXX oo | e XXX oo | e XXX oo | e XXXooooin { e XXXoooooo { e XXX [ v 6,065 |........... 7,153 ... 7,09 ... 7,076 |...... XXX oo | e XXX......
9. 2014...|....... XXX oo | e XXX oo | v XXX oo | v ) 9.9 N I ) 9.9 S P ) 9.9 I I ) .9 G I 7,507 | .. 8,951 | ... 8,854 |........ XXX oo | e XXX......
10. 2015..... ... XXX oo | e XXX oo | e XXX oo | v XXXooooio { e ) 0.9 U D XXXooooin { e XXX { e XXX oo e 9,728 |......... 11,495 |....... XXX oo | e XXX......
11. 2016.... [ ceveeees XXX oo [ XXX oo [ XXX eooee [ XXXoooee [ XXXeooee [ XXXoooee [ XXXooore [ XXX oo [ XXX oo | 10,606 |........ XXXooo | v XXX......
Bulk and IBNR Reserves on Net Losses and Defense and Cost Containment Expenses Reported at Year End ($000 omitted)
1 2 3 4 5 6 7 8 9 10
Years in
Which
Losses Were
Incurred 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1. PrOC s e, 805 | .o 541 |, 276 .o 131 | 148 | 140 | KT I O RN (01 N (0)
2. 2007 | 1,101 | 143 |, 22 | 119 |, LI K T I 2 | T e (01 (0)
3. 2008....ccc.. | covrrnene ) 0.0, GO IR 819 |, L A 35 | 21 | 14 |, (I KT I R O 0
4. 2009....... [ oo ) 0.9, G DU XXX vvevoes | v 721 | 133 | 63 | (VI 69 | 49 |, A8 | 42
5. 2010.cccns | eorirrrene ) 0.0, G I )%, 0, SO IS ) 0.0, SO IR 666 | ..ot T8 | 172 | 161 | 102 | o 61
6. 2011 [ XXX coovees | e XXX v | e XXX oo | e XXX evvevoes | v 561 [ 238 |, 205 | .o 144 | 158 | 141
7. 2012 | e ) 0.0, CHNIN I )%, 0, SO IS ) 0.0, G I )00, SO IS ) 0.0 GO IR 570 | 98 | A 70 | 119
8. 2013 | ) 0.9, G D )00, SO I ) 0.9, G DU ). 0.0, SO I ) 0.9, G I D00, SO IR 461 | [ I L 3
9. 2014 [ ) 0.0, G I )., SO IS ) 0.0, G IS ). 0, SO IS ) 0.0, G I )., SO IS ) 0.0 GO IR K [0 0
10. 2015.cces | e XXX coovees | e XXX v | e XXX oo | e )00, SO I XXX oo | e XXX ovvvvies | e XXX coovees | e XXX | v 461 | 1
11, 2016, | e XXX ovvens [ eeeenes 0.0, SO [ XXX ovens [ e 0.0, SO [ ).0, SN I 0.0, SO [ XXX vvens [ e )., S .0, SO I 498
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Annual Statement for the year 2016 ofthe N@tional Specialty 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
2 3 to Policyholders Paid Charges Federal Pur-
Active | Direct Premiums Direct Premiums on Direct (Deducting Direct Losses | Direct Losses | notIncluded | chasing Groups
States, Etc. Status Written Earned Business Salvage) Incurred Unpaid in Premiums | (Incl.in Col. 2)
1. Alabama.. JOO 3,436,991 |.............2,419,227 |..... ...315,698
2. Alaska.....cccoeeivevereeneenAK | L Lovees [ 4214 | o214 | | e .
3. Arizona......everieennAZ | Lovees [ 4,522,166 |.....cccoe0e0.4,209,112 | oo | v 481,423 | ........ 1,160,423
4. Arkansas.........cccccoeseeee AR | Loveee [ 129,710 | 173,077 | e | i 127,099 |.......... (273,901)
5. California. JOO ..13,865,971 |............10,048,291 | ..... 1,246,456 | ........ 4,636,134
6. Colorado...... JOO ...682,893 |.................506,139 |..... ..257,158 | ..... ..303,158
7. Connecticut. L CT L .3,165,873 |...............3,286,220 |..... ..139,295 | ... ..636,292
8.  Delaware........ccccooverririrennns DE|...L...
9. District of Columbia............. DC|...L.....
10.  Florida......cccocovverrerrerrienen FL | oo L.
11.  Georgia.... [
12.  Hawaii.. [
13. JOO I e e | erveereres e | e | e
14. OO PR O 5,629,642 |.....cc.cc0e2,696,702 | ..oororiirininriieinns [ e 1,420,557 |........... 986,557 | ........ 3,163,000 | .ovoveeereerineinees [ e
15. weelrs 626,847 324,925 | ..o [ s 177,200 |.......... (207,800) | ........... 535,000 | ..overerrererrnnereens | v
16. vl [ 215,418 171,372 | e e | ceveriesieis (4,000 ............. 10,000 | .oveveeereieeiees e
17. O . ..114,928 |.... ..141,600 ... 11,481 .
18.  Kentucky JUO T O 124,601 138,863 | ..o | 21,768,289 | Lo 855,289 | ........... 124,000 | ..o | e
19.  Louisiana.......cccccooeereereeeen LA | o Lovees e 1,403,247 21,256,247 | oo | e 274,487 | 5,253,487 |........ 5,420,000 | .ooooveerreerereeieees [ e
20. Maine....ccoooveverveerreeeee ME | . L.
21.  Maryland JOO I
22.  Massachusetts JOO IO .
23.  Michigan......ccccccoeevereereee Ml . Lovees e 2,268,265 |...............9,016,554 | .....cccceevrrrvrerrcens | ........8,586,940 | ........ 7,577,431 | ... 7,633,507 | ..cooeveeeereeecees | e
24, Minnesota........cccoeeeeereee . MN | ... Loveee [ 577,276 | .coovveereeeeen 755,701 | oo | 461,793 | (445,207)| ........ 1,400,000 [ ..oovoereeercreieees | e
25.  MisSiSSippi.....cccoerrrereereene MS | ... Loveee [ 505,536 548) [ ..vevn (462,548)| ........... 556,000 | .cvecvvrerrrerieniiens | e
26.  MiSSOUri.......cccoevveerrerereen MO | .. Lovees [ 2,308,742 | ..cceeeseer2,169,927 | oo | v 476,632 | ........ 2,075,421 | ........ 2,851,360 |..oocvvrreierieiienns [ e
27.  Montana.. JOO IO . ....362,598 |.... .
28. Nebraska vl e 52,712 43,958
29. Nevada........ccoooveevveeeee NV Lovees [ 657,838 508,832 |..ooverereeerererens | e 107,898 | ........... 398,898
30. New Hampshire.................. NH [l | 200,382 200,763 | .ovvrerererrereiens | e 2,262 | oo, 63,262
31, New Jersey....coveveree. NJ | Lovees [ 15,188,938 |............. 13,088,929 | ...covevererreerieies [ i 5,338,065 |........ 5,038,027
32.  New Mexico. vl | .541725 | ... 2,844,811 ...5,509,123 | ...... 10,452,697
33, New York.....oooeoververeereee NY [ Lovees [ 1,040,206 |........cce0..e 469,554 | oo | 15,806,143 | ........ 1,337,143
34.  North Carolina vl e 55,794 | ..o 101,264 | e | 00 145,820 | (R ET0) | — 3,000 | oo [ e
35.  North Dakota... el [ 295,437 {12,570 | e | e
36.  Ohi0.....cccvsrerrerrererineen . OH [ Loves [evrieirnnnnnn 212,729 ... 295,840 .. ...331,903
37.  Oklahoma ol [ 1,129,816 ...l 1,093,833 | ... ...628,783
38.  Oregon.......ccoeevvevreneeene. OR | o Lo | oo 129,238 | ooiiii000085,222 | e [ e, 2,329
39. Pennsylvania............c..........PA | ... Loveee e 1,060,463 |0 955,291 | e [ e 102,562
40. Rhode Island... JOO I . 14,632 |..... ..(22,641)
41.  South Carolina. JUO O .224,600 |..... 25,094
42.  South Dakota... JOO I B85 | [ .
43. vl 373,958 | 304,482 | e [ (205,686) | .......... (416,135) .....ee.. 595,551 | ivverrerererieniiens | e
44, vl [ vennn.69,548,411 | ... 68,648,783 | ... | v 47,212,452 | ...... 55,971,563 | ...... 39,316,939 | .o [ e
45, L ...848,438 |.... 428,000 |..
46.  Vermont... L .48,181
47.  Virginia.... L
48.  Washington L
49.  West Virginia.............cc....... L
50.  Wisconsin.... L .473,262 51,422 ...465,888 ..279,000 |..
51.  Wyoming..... . L ..265,369
52.  American Samoa. ...AS
53, GUAM...cvrrreereerris
54.  Puerto RiCO......ccevveererirnne
55.  US Virgin Islands
56.  Northern Mariana Islands...MP
57. Canada.......ccccccovverernen. CAN
58.  Aggregate Other Alien........ oT
59.  Totals.....ccocveerrierees
58001. XXX
58002. XXX
58003. XXX
58998.
Line 58 from overflow page XXX | e (V1 O (O [P (V18 IS (110 IR (V1 (010 [P (V1 0
58999 Totals (Lines 58001 thru 58003+
Line 58998) (Line 58 above) XXX [ 0 e 0 [ s {1 I (1 IR 0 i (1 IR (018 0

a)

Insert the number of "L" responses except for Canada and Other Alien.

E) - Eligible - Reporting Entities eligible or approved to write Surplus Lines in the state; (N) - None of the above - Not allowed to write business in the state.
Explanation of Basis of Allocation of Premiums by States, etc.

94

(
(L) -Licensed or Chartered - Licensed Insurance Carrier or Domicilied RRG; (R) - Registered - Non-domiciled RRGs; (Q) - Qualified - Qualified or Accredited Reinsurer;
(
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Annual Statement for the year 2016 of e N@tional Specialty Insurance Company

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

State National
Companies, Inc.
(C Corp.) (Delaware)(1)

SNC Financial GP, LLC SNC Financial LP, LLC
(Nevada) (Nevada)

TBIL\(CS;?#;%;;);J{)UQ I 1% General 99% Limited
Partner —’7 Partner

T.B.A. Insurance
Group, Ltd.
(Texas)

TBA Statutory Trust Il ‘
(Delaware) ’

State National
Intermediate Holdings,
Inc.

(C Corp) (Texas)

TBA Statutory Trust IV
(Delaware)

State National Insurance
Company, Inc. (Texas)

100%
\ |
United Specialty National Specialty
Insurance Company Insurance Company
(Delaware) 100% (Texas) 100%

City National
Insurance Company
(Texas) 100%

(1) 29.307% of the outstanding common stock of State National Companies, Inc. represents shares held by Terry Ledbetter individually and by trusts
and a private foundation for which Terry Ledbetter is the grantor All other investors individually hold less than 10% of the outstanding common stock
of State National Companies, Inc.
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