Edgar Filing: HANOVER INSURANCE GROUP, INC. - Form 10-K

HANOVER INSURANCE GROUP, INC.
Form 10-K

February 27, 2008
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-K

X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2007

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from: to

Commission file number: 1-13754

THE HANOVER INSURANCE GROUP, INC.

(Exact name of registrant as specified in its charter)

Delaware 04-3263626
(State or other jurisdiction (LR.S. Employer
of incorporation or organization) Identification No.)
440 Lincoln Street, Worcester, Massachusetts 01653
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: (508) 855-1000

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $.01 par value New York Stock Exchange
7 5/8% Senior Debentures due 2025 New York Stock Exchange

Table of Contents



Edgar Filing: HANOVER INSURANCE GROUP, INC. - Form 10-K

Securities registered pursuant to Section 12(g) of the Act: NONE
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes x No ~
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes ™ No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein, and will not be contained, to the best of the registrant s knowledge, in definitive proxy or information statements incorporated by
reference in Part III of this Form 10-K or any amendment to this Form 10-K. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act (check one):

Large accelerated filer x Accelerated filer = Non-accelerated filer
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes " No x

Based on the closing sales price of June 29, 2007 the aggregate market value of the voting and non-voting common stock held by non-affiliates
of the registrant was $2,513,232,765.

The number of shares outstanding of the registrant s common stock, $.01 par value, was 51,908,839 shares as of February 15, 2008.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of The Hanover Insurance Group, Inc. s Proxy Statement relating to the 2008 Annual Meeting of Shareholders to be held May 13, 2008
to be filed pursuant to Regulation 14A are incorporated by reference in Part III.
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PARTI

ITEM1 BUSINESS
ORGANIZATION

The Hanover Insurance Group, Inc. ( THG ) is a holding company organized as a Delaware corporation in 1995. Our consolidated financial
statements include the accounts of THG; The Hanover Insurance Company ( Hanover Insurance ) and Citizens Insurance Company of America

( Citizens ), which are our principal property and casualty subsidiaries; First Allmerica Financial Life Insurance Company ( FAFLIC ), which is
our life insurance and annuity subsidiary; and certain other insurance and non-insurance subsidiaries. In addition, our results of operations prior

to December 30, 2005 include Allmerica Financial Life Insurance and Annuity Company ( AFLIAC ). On December 30, 2005, we sold AFLIAC
through a stock purchase agreement, and reinsured 100% of the variable life insurance and annuity business of FAFLIC (see Life Companies on
pages 47 to 49 in Management s Discussion and Analysis of Financial Condition and Results of Operations for further information). The results
of operations for AFLIAC are reported as discontinued operations.

FINANCIAL INFORMATION ABOUT OPERATING SEGMENTS

Our primary business operations include insurance products and services in three property and casualty operating segments. These segments are
Personal Lines, Commercial Lines, and Other Property and Casualty. Our fourth operating segment, Life Companies, is in run-off. We report
interest expense related to our corporate debt separately from the earnings of our operating segments. Corporate debt consists of our junior
subordinated debentures and our senior debentures.

Information with respect to each of our segments is included in Segment Results on pages 35 to 49 in Management s Discussion and Analysis of
Financial Condition and Results of Operations and in Note 15 on pages 107 and 108 of the Notes to the Consolidated Financial Statements
included in Financial Statements and Supplementary Data of this Form 10-K.

DESCRIPTION OF BUSINESS BY SEGMENT
Following is a discussion of each of our operating segments.
PROPERTY AND CASUALTY

GENERAL

Our Property and Casualty group manages its operations principally through three segments: Personal Lines, Commercial Lines and Other
Property and Casualty. We underwrite personal and commercial property and casualty insurance through Hanover Insurance, Citizens and their
respective subsidiaries, primarily through an independent agent network concentrated in the Midwest, Northeast, and Southeast United States.
Additionally, our Other Property and Casualty segment consists of our investment management services business, our premium financing
business and our voluntary pools business, in which we have not actively participated since 1999.

Our strategy in the Property and Casualty group focuses on strong agency relationships, active agency management, disciplined underwriting,
pricing, quality claim handling, effective expense management and customer service. We have a strong regional focus. Our Property and
Casualty group constituted the 32nd largest property and casualty insurance group in the United States based on 2006 direct premiums written,
according to A.M. Best and Company.

RISKS

The industry s profitability and cash flow can be significantly affected by: price; competition; volatile and unpredictable developments such as
extreme weather conditions and natural disasters, including catastrophes; legal developments affecting insurer and insureds' liability;
extra-contractual liability; size of jury awards; acts of terrorism; fluctuations in interest rates; credit default levels and other factors that may
affect investment returns; and other general economic conditions and trends, such as inflationary pressures, that may affect the adequacy of
reserves. Additionally, the economic conditions in geographic locations where we conduct business, especially those locations where our
business is concentrated, may affect the profitability of our business. The regulatory environments in those locations where we conduct business,
including any pricing, underwriting or product controls, shared market mechanisms or mandatory pooling arrangements, and other conditions,
such as our agency relationships, may also affect the profitability of our business. In addition, our loss and loss adjustment expense ( LAE )
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reserves are based on our estimates, principally involving actuarial projections, at a given time, of what we expect the ultimate settlement and
administration of claims will cost based on facts and circumstances then known, predictions of future events, estimates of future trends in claims
frequency and severity
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and judicial theories of liability, costs of repairs and replacement, legislative activity and other factors. Changes to the estimates may affect our
profitability.

Reference is also made to Item 1A Risk Factors on pages 19 to 22 and Risks and Forward-Looking Statements on page 68 of Management s
Discussion and Analysis of Financial Condition and Results of Operations contained in this Form 10-K.

LINES OF BUSINESS
We underwrite personal and commercial property and casualty insurance coverage.
Personal Lines

Our Personal Lines segment accounted for $1.6 billion, or 57.3%, of consolidated segment revenues and provided $210.9 million of segment
income before federal income taxes for the year ended December 31, 2007. Personal Lines comprised 61.3% of the Property and Casualty
group s net written premium in 2007. Personal automobile insurance accounted for 68.8% and homeowners insurance accounted for 28.6% of
Personal Lines net written premium in 2007.

Products
Personal Lines coverages include:

Personal automobile coverage insures individuals against losses incurred from personal bodily injury, bodily injury to third parties, property
damage to an insured s vehicle, and property damage to other vehicles and other property. In 2007, the majority of our new personal automobile
business was written through Connections® Auto, our multivariate auto product, which is available in seventeen states and is expected to be
available in Massachusetts in 2008. Connections Auto utilizes a multivariate rating application which calculates rates based upon the magnitude
and correlation of multiple risk factors and is intended to improve both our and our agents competitiveness in our target market segments by
offering policies that are more appropriately priced to be commensurate with the underlying risks.

Homeowners coverage insures individuals for losses to their residences and personal property, such as those caused by fire, wind, hail, water
damage (except for flooding), theft and vandalism, and against third party liability claims. In 2006, we released an upgrade to our homeowners
product that enhanced our agents ease of doing business and decreased quote times. In 2007, we introduced further refinements to our
homeowners product, including the ability to easily endorse umbrella coverage to the homeowners policy. This modified homeowners product,
Connections Home, is now available in sixteen states.

Other personal lines is comprised of miscellaneous coverages including inland marine, umbrella, fire, personal watercraft and earthquake.

Taken together, Connections Auto, Connections Home and our other personal lines products are intended to facilitate an agents ability to write
total accounts, or multiple coverages for a single household. Writing the total account is core to our strategy in Personal Lines and we expect to
introduce further enhancements to our product suite in 2008 that are intended to further strengthen our total account offering.

Commercial Lines

Our Commercial Lines segment accounted for $1.0 billion, or 37.3%, of consolidated segment revenues and provided segment income before
federal income taxes of $170.7 million for the year ended December 31, 2007. Commercial Lines comprised 38.7% of the Property and Casualty
group s net written premium in 2007. Commercial multiple peril net written premium accounted for 37.4%, commercial automobile 20.9% and
workers compensation 11.9% of Commercial Lines net written premium in 2007. Net written premium for our marine business of $122.0 million
comprised 13.1% of our 2007 Commercial Lines net written premium. Bonds net written premium of $77.8 million comprised 8.3% of our
Commercial Lines net written premium in 2007.

Products

Avenues®, our Commercial Lines product suite, provides agents and customers with products designed for small, middle, and specialized
markets. Commercial Lines coverages include:
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Commercial multiple peril coverage insures businesses against third party liability from accidents occurring on their premises or arising out of
their operations, such as injuries sustained from products sold. It also insures business property for damage, such as that caused by fire, wind,
hail, water damage (except for flooding), theft and vandalism.

Commercial automobile coverage insures businesses against losses incurred from personal bodily injury, bodily injury to third parties, property
damage to an insured s vehicle, and property damage to other vehicles and other property.

Workers compensation coverage insures employers against employee medical and indemnity claims resulting from injuries related to work.
Workers compensation policies are often written in conjunction with other commercial policies.

Other commercial lines is comprised of various coverages including bonds, which provides businesses with contract surety coverage in the event
of performance or
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payment claims, and commercial surety coverage related to fiduciary or regulatory obligations. It also includes inland marine, which insures
businesses against physical losses to property, such as contractor s equipment, builders risk and goods in transit. Additional other commercial
lines coverages include umbrella, general liability, fire, and professional liability.

Other Property and Casualty

The Other Property and Casualty segment consists of Opus Investment Management, Inc. ( Opus ), which provides investment advisory services
to affiliates and also manages approximately $1.3 billion of assets for unaffiliated institutions, such as insurance companies, retirement plans and
foundations; AMGRO, Inc. ( AMGRO ), our premium financing business; and our voluntary pools business which has been in run-off since 1999,
but pursuant to which we are subject to claims related to years in which we were a participant. See also Reinsurance Facilities and Pools
Voluntary Pools on page 10 of this Form 10-K. In addition, the Other Property and Casualty segment includes earnings on holding company
assets.

MARKETING AND DISTRIBUTION

Our Property and Casualty group s structure allows us to maintain a strong focus on local markets and the flexibility to respond to specific
market conditions while also achieving operational effectiveness. We write approximately 30% of our business in Michigan and approximately
12% in Massachusetts. Our structure also is a key factor in the establishment and maintenance of productive long-term relationships with
mid-sized, well-established independent agencies. We maintain twenty-five local branch sales and underwriting offices in twenty-one states,
reflecting our strong regional focus. Additional processing support for these locations is provided from Worcester, Massachusetts; Howell,
Michigan; and Atlanta, Georgia. Additional administrative functions are centralized in our headquarters in Worcester, Massachusetts.

Independent agents account for most of the sales of our property and casualty products. Agencies are appointed based on profitability track
record, financial stability, professionalism, and business strategy. Once appointed, we monitor each agency s performance and, in accordance
with applicable legal and regulatory requirements, take actions as necessary to change these business relationships, such as discontinuing the
authority of the agent to underwrite certain products or revising commissions or bonus opportunities. We compensate agents primarily through
base commissions and bonus plans that are tied to an agency s written premium, growth and profitability.

We are licensed to sell property and casualty insurance in all fifty states in the United States, as well as the District of Columbia. In 2007, our
top personal and commercial geographical markets based on total net written premium in the state were:

FOR THE YEAR ENDED DECEMBER 31, 2007

Commercial

(In millions, except ratios) Personal Lines Lines Total

GAAP GAAP GAAP

Net ° Net ° Net %
Premiums of Premiums  of Premiums of

Written Total Written Total Written Total
Michigan $ 587.1 39.6% $141.6 152% $ 728.7 30.2%
Massachusetts 197.7 13.3 101.1 10.8 298.8 124
New York 131.0 8.8 118.9 12.7 249.9 104
New Jersey 88.2 6.0 67.2 7.2 155.4 6.4
Florida 58.5 4.0 51.0 5.5 109.5 4.5
Louisiana 68.9 4.7 26.4 2.8 95.3 3.9
Connecticut 59.1 4.0 27.8 3.0 86.9 3.6
Maine 35.9 2.4 41.3 4.4 77.2 3.2
Indiana 46.3 3.1 28.3 3.0 74.6 3.1
Virginia 38.4 2.6 34.3 3.7 72.7 3.0
Georgia 40.3 2.7 27.8 3.0 68.1 2.8
Illinois 25.1 1.7 38.6 4.1 63.7 2.6
Texas 47.5 5.1 47.5 2.0
Other 104.3 7.1 182.7 19.5 287.0 119
Total $1,480.8 100.0% $934.5 100.0% $2,415.3 100.0%
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More than 50% of our Personal Lines net written premium is generated in the combined states of Michigan and Massachusetts. In Michigan,
according to A.M. Best, based upon direct written premium for 2006, we ranked 4™ in the state for Personal Lines business, with approximately
8% of the state s total market. Approximately 66% of our Michigan Personal Lines business is in the personal automobile line and 32% is in the
homeowners line. Michigan business represents approximately 38% of our total personal automobile net written premium and 44% of our total
homeowners net written premium. In Michigan, we are a principal provider with many of our agencies averaging over $1.2 million of total direct
written premium per agency in 2007.

In Massachusetts, approximately 75% of our Personal Lines business is in the personal automobile line and 22% is in the homeowners line.
Massachusetts business represents approximately 15% of our total personal automobile net written premium and 10% of our total homeowners
net written premium.

We manage our Commercial Lines portfolio with a focus on growth from the most profitable industry segments within our underwriting
expertise, which varies by line of business and geography. Approximately half of Commercial Lines direct written premium is comprised of
small accounts having less than $25,000 in premium. Accounts with premium between $25,000 and $200,000 account for an additional 40% of
the total. The Commercial Lines segment seeks to maintain strong agency relationships as a strategy to secure and retain our agents best
business. The quality of business written is monitored through an ongoing quality review program, accountability for which is shared at the
local, regional and corporate levels.

We sponsor local and national agent advisory councils to gain the benefit of our agents insight and enhance our relationships. These councils
provide feedback, input on the development of products and services, guidance on marketing efforts, and support for our strategies, and assist us
in enhancing our local market presence.

For our Other Property and Casualty segment business, investment advisory services are marketed directly through Opus, while premium
financing services are generally marketed through independent insurance agents to customers of many property and casualty carriers. Less than
1% of our premium financing services business is provided to customers of our Commercial Lines segment.

PRICING AND COMPETITION

We seek to achieve targeted combined ratios in each of our product lines. Our targets vary by product and change with market conditions. The
targeted combined ratios reflect competitive market conditions, current investment yield expectations, our loss payout patterns, and target returns
on equity. This strategy is intended to better enable us to achieve measured growth and consistent profitability. In addition, we seek to utilize our
knowledge of local markets to achieve superior underwriting results. We rely on market information provided by our local agents and on the
knowledge of our staff in the local branch offices. Since we maintain a strong regional focus and a significant market share in a number of states,
we can apply our knowledge and experience in making underwriting and rate setting decisions. Also, we seek to gather objective and verifiable
information at a policy level during the underwriting process, such as past driving records and, where permitted, credit histories.

The property and casualty industry is a very competitive market. Our competitors include national, regional and local companies that sell
insurance through various distribution channels, including independent agencies, captive agency forces and direct to consumers. We market
primarily through independent agents and compete for business on the basis of product, price, agency and customer service, local relationship
and ratings, and effective claims handling, among other things. We believe that our emphasis on maintaining strong agency relationships and a
local presence in our markets, coupled with investments in products, operating efficiency, technology and effective claims handling will enable
us to compete effectively. Our total account strategy in Personal Lines and broad product offerings in Commercial Lines are instrumental to our
strategy to capitalize on these relationships. Our Property and Casualty group is not dependent on a single customer or even a few customers, for
which the loss of any one or more would have an adverse effect upon the group s insurance operation.

In our Michigan Personal Lines business, where we market our products under the Citizens Insurance brand name, we compete with a number of
national direct writers and regional and local companies. Principal personal lines competitors in Michigan are AAA Auto Club of Michigan,
State Farm Group and Auto Owners. We believe our agency relationships; Citizens Insurance brand recognition; the Citizens Best program, a
discount program offered to qualified members of retirement and senior citizens organizations; and Connections Auto enable us to distribute our
products competitively in Michigan.
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Based on net written premium, approximately 15% of our 2007 personal automobile business was written in Massachusetts. During 2007, the
Massachusetts Commissioner of Insurance issued two important decisions impacting the personal automobile insurance market. The first called

for an end to the fix-and-establish system of setting automobile rates and replaced it with a system of managed competition . The second ordered
the implementation of an Assigned Risk Plan, replacing the previous system of assigning carriers Exclusive Representative Producers ( ERPs ).
Transition to both the managed competition rating system and to the Assigned Risk Plan will begin effective April 1, 2008. For additional
information, please see the section entitled Contingencies and Regulatory Matters Other Regulatory Matters on pages 65 and 66 in Management s
Discussion and Analysis and Results of Operations contained in this Form 10-K.

CLAIMS

We utilize experienced claims adjusters, appraisers, medical specialists, managers and attorneys to manage our claims. Our Property and
Casualty group has field claims adjusters strategically located throughout our operating territories. Claims staff members work closely with the
agents and seek to settle claims rapidly, fairly and efficiently.

Claims office adjusting staff is supported by general adjusters for large property and large casualty losses, by automobile and heavy equipment
damage appraisers for automobile material damage losses, and by medical specialists whose principal concentration is on workers compensation
and automobile injury cases. In addition, the claims offices are supported by staff attorneys who specialize in litigation defense and claim
settlements. We also maintain a special investigative unit that investigates suspected insurance fraud and abuse.

We utilize claims processing technology which allows most of the smaller and more routine Personal Lines claims to be processed at centralized
locations. In 2007, we continued enhancements to our claims related technology and processes, including the initial implementation of new
technology in selected states for personal automobile. We believe these enhancements and our centralization of processing will increase
efficiency and reduce costs as we expand the new technology into additional states and product lines.

CATASTROPHES

We are subject to claims arising out of catastrophes, which may have a significant impact on our results of operations and financial condition.
We may experience catastrophe losses in the future, which could have a material adverse impact on us. Catastrophes can be caused by various
events, including snow, ice storm, hurricane, earthquake, tornado, wind, hail, terrorism, fire, explosion, or other extraordinary events. The
incidence and severity of catastrophes are inherently unpredictable. We manage our catastrophe risks through underwriting procedures,
including the use of deductibles and specific exclusions for floods and earthquakes, as allowed, and other factors, through geographic exposure
management and through reinsurance programs. The catastrophe reinsurance program is structured to protect us on a per-occurrence basis. We
monitor geographic location and coverage concentrations in order to manage corporate exposure to catastrophic events. Although catastrophes
can cause losses in a variety of property and casualty lines, homeowners and commercial multiple peril insurance have, in the past, generated the
majority of catastrophe-related claims.

TERRORISM

As a result of the Federal Terrorism Risk Insurance Act of 2002, the Federal Terrorism Risk Insurance Extension Act of 2005 ( TRIEA ) and the
Federal Terrorism Risk Insurance Program Reauthorization Act of 2007 ( TRIPRA ), terrorism coverage must be offered to certain policy holders
to cover losses from certified events (as defined in TRIPRA). TRIPRA provides a federal reinsurance arrangement for insured losses resulting
from certified terrorist events that exceed certain thresholds on an industry-wide basis. TRIPRA is effective through December 31, 2014.

As required, we notify policyholders of their option to elect terrorism coverage. TRIPRA requires us to retain 15% of any claims from a certified
terrorist event in excess of our federally mandated deductible. Our deductible represents 20% of direct earned premium for the covered lines of
business of the prior year. In 2007, the deductible was $137.4 million, which represents 9.4% of year-end 2006 statutory policyholder surplus,
and is estimated to be $150.1 million in 2008, representing 9.0% of 2007 year-end statutory policyholder surplus. Coverage under TRIPRA
applies to workers compensation, commercial multiple peril and certain other Commercial Lines policies. We are permitted to reinsure our
retention and deductible under TRIPRA, although at this time, we
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have not purchased additional specific terrorism-only reinsurance coverage. However, we are reinsured for certain terrorism coverage within
existing Catastrophe, Property per Risk and Casualty Excess of Loss corporate treaties (see Reinsurance on pages 13 to 15 of this Form 10-K).
We manage our exposures on an individual line of business basis and in the aggregate by zip code.

STATE REGULATION

Our property and casualty insurance subsidiaries are subject to extensive regulation in the various states in which they transact business and are
supervised by the individual state insurance departments. Numerous aspects of our business are subject to regulatory requirements, including
premium rates, mandatory risks that must be covered, prohibited exclusions, licensing of agents, investments, restrictions on the size of risks that
may be insured under a single policy, reserves and provisions for unearned premiums, losses and other obligations, deposits of securities for the
benefit of policyholders, policy forms, advertising, and other conduct, including the use of credit information in underwriting, as well as other
underwriting and claims practices. States also regulate various aspects of the contractual relationships between insurers and independent agents.

In addition, as a condition to writing business in certain states, insurers are required to participate in various pools or risk sharing mechanisms or
to accept certain classes of risk, regardless of whether such risks meet our underwriting requirements for voluntary business. Some states also
limit or impose restrictions on the ability of an insurer to withdraw from certain classes of business. For example, Massachusetts, New Jersey,
New York, Louisiana and Florida each impose material restrictions on a company s ability to withdraw from certain lines of business in their
respective states. The state insurance departments can impose significant charges on a carrier in connection with a market withdrawal or refuse
to approve withdrawal plans on the grounds that they could lead to market disruption. Laws and regulations that limit cancellation and
non-renewal and that subject withdrawal plans to prior approval requirements may significantly restrict an insurer's ability to exit unprofitable
markets. For example, the state of Louisiana continues to restrict our ability to reduce exposure to areas affected by hurricanes Katrina and Rita
and to increase or maintain rates on homeowners policies.

During 2007, the State of Florida implemented several laws impacting the property insurance market. Most significantly, the legislation
mandated that private insurer rates be adjusted to reflect projected savings in reinsurance costs realized through the purchase of catastrophe
reinsurance from the Florida Hurricane Catastrophe Fund. Newly enacted restrictions also require any company which writes personal
automobile business in Florida to write homeowners insurance in the state if it or any of its affiliates write homeowners insurance in any other
state. We expect that such newly enacted legislation will result in more consumers purchasing insurance from the Florida residual market for
property insurance, thereby increasing the potential for significant assessments or other liabilities on private insurance companies in the event of
a catastrophe.

During 2007, the Massachusetts Commissioner of Insurance issued two important decisions impacting the personal automobile insurance

market. The first called for an end to the fix-and-establish system of setting automobile rates and replaced it with a system of managed
competition . The second ordered the implementation of an Assigned Risk Plan, replacing the previous system of assigning carriers ERPs.
Transition to both the managed competition rating system and to the Assigned Risk Plan will begin effective April 1, 2008. We have filed new
personal automobile rates with the Massachusetts Division of Insurance as part of the transition to managed competition and expect to

implement such rates on April 1, 2008.

The insurance laws of many states generally provide that property and casualty insurers doing business in those states belong to statutory
property and casualty guaranty funds. The purpose of these guaranty funds is to protect policyholders by requiring that solvent property and
casualty insurers pay insurance claims of insolvent insurers. These guaranty associations generally pay these claims by assessing solvent insurers
proportionately based on the insurer s share of voluntary written premium in the state. While most guaranty associations provide for recovery of
assessments through subsequent rate increases, surcharges or premium tax credits, there is no assurance that insurers will ultimately recover
these assessments, which could be material particularly following a large catastrophe or in markets which become disrupted.

We are subject to periodic financial and market conduct examinations conducted by state insurance departments. We are also required to file
annual and other reports relating to the financial condition of our insurance subsidiaries and other matters.

See also  Contingencies and Regulatory Matters on pages 63 to 66 and Significant Transactions on page 58 in Management s Discussion and
Analysis of Financial Condition and Results of Operations of this Form 10-K.
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As a condition of our license to do business in various states, we are required to participate in mandatory property and casualty shared market
mechanisms or pooling arrangements which provide various insurance coverages where such coverage may not otherwise be available at rates
which are deemed reasonable. Such mechanisms provide coverage primarily for personal and commercial property, personal and commercial
automobile, and workers compensation and include assigned risk plans, reinsurance facilities and pools, joint underwriting associations, fair
access to insurance requirements plans, and commercial automobile insurance plans. For example, since most states compel the purchase of a
minimal level of automobile liability insurance, states have developed shared market mechanisms to provide the required coverages and in many
cases, optional coverages, to those drivers who, because of their driving records or other factors, cannot find insurers who will insure them
voluntarily. Our participation in such shared markets or pooling mechanisms is generally proportional to our direct writings for the type of
coverage written by the specific pooling mechanism in the applicable state. We experienced an underwriting loss from participation in these
mechanisms, mandatory pools and underwriting associations of $12.3 million in 2007 and an underwriting profit of $9.7 million in 2006. The
decline in underwriting results in 2007, compared to 2006, primarily resulted from our participation in the Louisiana Fair Access to Insurance
Requirements Plan ( FAIR Plan ), and in the Massachusetts Commonwealth Automobile Reinsurers ( CAR ) pool, both of which incurred
favorable development in 2006.

Reinsurance Facilities and Pools

Reinsurance facilities are currently in operation in various states that require an insurer to write all applications submitted by an agent, regardless
of its pricing or underwriting characteristics. As a result, insurers in that state may be writing policies for applicants with a higher risk of loss, or
at a lower premium, than they would normally accept. The reinsurance facility allows the insurer to cede this high risk business to the
reinsurance facility, thus sharing the underwriting experience with all other insurers in the state. If a claim is paid on a policy issued in this
market, the facility will reimburse the insurer. Typically, reinsurance facilities operate at a deficit, which is then recouped by levying
assessments against the same insurers. These assessments are determined on the basis of each insurers share of net written premium in the state;
therefore, our most significant liability to these facilities arise from the states of Michigan and Massachusetts, which for 2007 represented 39.6%
and 13.3%, respectively, of our total net written premium.

The Michigan Catastrophic Claims Association ( MCCA ) is a reinsurance mechanism that covers no-fault first party medical losses of retentions
in excess of $420,000. All automobile insurers doing business in Michigan are required to participate in the MCCA.. Insurers are reimbursed for
their covered losses in excess of this threshold, which increased from $400,000 to $420,000 on July 1, 2007, and will continue to increase each
July 1st in scheduled amounts until it reaches $500,000 in 2011. Funding for MCCA comes from assessments against automobile insurers based
upon their proportionate market share of the state s automobile liability insurance market. Insurers are allowed to pass along this cost to Michigan
automobile policyholders. We ceded to the MCCA premiums earned and losses and LAE of $70.1 million and $84.6 million in 2007, $74.3
million and $118.8 million in 2006, and $68.9 million and $61.3 million in 2005, respectively. At December 31, 2007, the MCCA represented at
least 10% of our total reinsurance activity in terms of ceded premiums.

With respect to our Massachusetts business, we cede a portion of our personal and commercial automobile premiums to the CAR pool. Net
premiums earned and losses and LAE ceded to CAR were $42.8 million and $25.9 million in 2007, $44.3 million and $29.5 million in 2006, and
$53.3 million and $37.1 million in 2005, respectively. At December 31, 2007, CAR represented at least 10% of our reinsurance activity in terms
of ceded premiums.

As part of the CAR plan, Massachusetts maintains an ERP program. An ERP is an independent agency which cannot obtain a voluntary
insurance market for automobile business from insurance companies in Massachusetts. For Personal Lines, CAR assigns an ERP agency to an
individual insurance carrier, which is then required to write all personal automobile business produced by that agency (subject to any cessions to
the CAR pool). We are required to maintain a level of ERPs consistent with other carriers in the state and proportionate to our overall market
share of such business. Once an agency is assigned to an insurance carrier, it is difficult to terminate the relationship. ERPs generally produce
underwriting results that are markedly poorer than our voluntary agents, although results vary significantly among ERPs. For Personal Lines, as
of December 31, 2007, we had approximately 15 ERPs assigned to us with annual direct retained written premium of approximately $19.4
million.

As described under Contingencies and Regulatory Matters ~ Other Regulatory Matters on pages 65 and 66 of Management s Discussion and
Analysis of Financial Condition and Results of Operations included in this Form 10-K, the Massachusetts Commissioner of Insurance issued a
decision which will begin to require the phase-in of an Assigned Risk Plan effective April 1, 2008,
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to gradually replace the existing ERP system. The Assigned Risk Plan will distribute the Massachusetts residual automobile market based on
individual policyholder assignments rather than assigning ERPs to carriers. We believe the Assigned Risk Plan will provide for a more equitable
distribution of residual market risks across all carriers in the market, and therefore, such plan, when implemented, is not likely to adversely
affect our results of operations or financial position.

At December 31, 2007 and 2006, we had reinsurance recoverables on paid and unpaid losses from the MCCA of $557.7 million and $515.0
million, respectively, and from CAR of $41.6 million and $42.3 million, respectively. We believe that we are unlikely to incur any material loss
as a result of non-payment of amounts owed to us by MCCA, because (i) the payment obligations of the MCCA are extended over many years,
resulting in relatively small current payment obligations in terms of MCCA total assets, and (ii) the MCCA is supported by assessments
permitted by statute. In addition, with respect to CAR, we are unlikely to incur any material loss from this facility as a result of non-payment of
amounts owed to us because CAR is a mandated pool supported by all insurance companies licensed to write automobile insurance in
Massachusetts.

Reference is made to Note 17~ Reinsurance , on pages 109 and 110 and Note 20  Commitments and Contingencies , on pages 112 and 116 of the
Notes to Consolidated Financial Statements included in Financial Statements and Supplementary Data of this Form 10-K.

FAIR Plans and Other Involuntary Pools

The principal shared market mechanisms for property insurance are state mandated FAIR Plans, the formation of which were required by the
federal government as a condition to an insurer s ability to obtain federal riot reinsurance coverage following the riots and civil disorder that
occurred during the 1960s. These plans, created as mechanisms similar to automobile assigned risk plans, were designed to increase the
availability of property insurance in urban areas, but over time have been extended to cover other circumstances where homeowners are unable
to obtain insurance at rates deemed reasonable, such as in coastal or other areas prone to natural catastrophes. Approximately 30 states have
FAIR Plans, including Louisiana, Florida and Massachusetts.

In 2005, the Louisiana FAIR Plan experienced substantial losses primarily from Hurricane Katrina. The maximum annual FAIR Plan assessment
that can be levied against an insurer operating in Louisiana is approximately 30% of the annual direct property premium written by the insurer in
Louisiana in the prior year. Under the state s FAIR Plan, we are allowed to recover such losses from policyholders, subject to annual limitations.
The impact of Louisiana FAIR Plan assessments was not significant to our 2007 and 2006 results of operations. The availability of private
homeowners insurance in the state is declining as carriers seek to exit or significantly reduce their exposure in the state. This will increase the
number of insureds seeking coverage from the FAIR Plan and could result in increased losses to us through the state s FAIR Plan for future
events.

The Florida FAIR Plan also experienced considerable losses during 2005 as a result of hurricanes. The Florida Plan has authority to annually

assess insurers up to an amount equal to approximately 20% of the direct property premium written by that insurer in the prior year. The impact

of Florida s FAIR plan assessments was not significant to our 2007 or 2006 results of operations. Florida s FAIR Plan has experienced significant
growth and is expected to continue to grow. In January 2007, the Governor of Florida signed into law significant changes affecting the property
insurance industry. For a further discussion of this legislation, see Contingencies and Regulatory Matters = Other Regulatory Matters on pages 65
and 66 in Management s Discussion and Analysis of Financial Condition and Results of Operations of this Form 10-K.

The Massachusetts FAIR Plan has grown significantly because of coastal exposures. Although it is difficult to accurately estimate our ultimate
exposure, a large coastal event would likely be material to our financial position and/or results of operations. Two other state FAIR Plans, where
our participation is larger as compared to other states, are North Carolina and New York.

The New Jersey Department of Banking and Insurance has adopted a regulation that would establish a mechanism to subsidize insurers for
writing urban personal automobile policies. The Territorial Rating Equalization Exchange is intended to mitigate high premiums and reduced
availability in urban areas. The regulation provides for the appointment of a Governing Committee to develop a Plan of Operations to be
submitted to the Commissioner of Insurance for approval. Until the Plan of Operation is developed and approved, it is uncertain as to the
potential impact, if any, on our operations.

With respect to commercial automobile coverage, another pooling mechanism, a Commercial Auto Insurance Plan ( CAIP ), uses a limited
number of servicing carriers to handle assignments from other insurers. The CAIP servicing carrier is paid a fee by the insurer who otherwise
would be assigned the responsibility of handling the commercial automobile policy and paying claims. Approximately 40 states have CAIP
mechanisms, including the states of New Jersey, New York, and Louisiana, where our participation is larger as compared to other states.
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Assigned Risk Plans

Assigned risk plans are the most common type of shared market mechanism. Most states, including New Jersey and New York, operate assigned
risk plans, and Massachusetts is implementing such a plan for new business beginning on April 1, 2008. Such plans assign applications from
drivers who are unable to obtain insurance in the voluntary market to insurers licensed in the applicant s state. Each insurer is required to accept a
specific percentage of applications based on its market share of voluntary business in the state. Once an application has been assigned to an
insurer, the insurer issues a policy under its own name and retains premiums and pays losses as if the policy was voluntarily written. With

respect to New York s assigned risk plan, which is called The New York Automobile Insurance Plan ( NYAIP ), we have elected to transfer our
assignments to a servicing carrier under a limited assignment distribution ( LAD ) agreement. Under this LAD agreement, the servicing carrier
retains the assigned underwriting results of the NYAIP for which it receives a fee from us. The fee from NYAIP was not significant to our 2007
or 2006 results of operations.

Voluntary Pools

We have terminated our participation in virtually all voluntary pool business; however, we continue to be subject to claims related to years in
which we were a participant. The most significant of these pools is a voluntary excess and casualty reinsurance pool known as the Excess and
Casualty Reinsurance Association ( ECRA ), in which we were a participant from 1950 to 1982. In 1982, the pool was dissolved and since that
time the business has been in runoff. Our participation in this pool has resulted in average paid losses of approximately $3 million annually over
the past ten years. Because of the inherent uncertainty regarding the types of claims in this pool, there can be no assurance that the reserves will
be sufficient. Loss and LAE reserves for our voluntary pools were $76.0 million and $74.8 million at December 31, 2007 and 2006, respectively,
including $53.3 million related to ECRA as of December 31, 2007 and 2006. Excluding the ECRA pool, the average annual paid losses and
reserve balances at December 31, 2007 for other voluntary pools were not individually significant.

RESERVE FOR UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES

Reference is made to Property and Casualty Reserve for Losses and Loss Adjustment Expenses on pages 41 to 46 of Management s Discussion
and Analysis of Financial Condition and Results of Operations of this Form 10-K.

Our property and casualty actuaries review the reserves each quarter and certify the reserves annually as required for statutory filings.
Significant periods of time often elapse between the occurrence of an insured loss, the reporting of the loss to us and our settlement and payment
of that loss. To recognize liabilities for unpaid losses, we establish reserves as balance sheet liabilities representing estimates of amounts needed
to pay reported and unreported losses and LAE.

We regularly review our reserving techniques, our overall reserving position and our reinsurance. We believe that adequate provision has been
made for loss reserves. This belief is based on (i) our review of historical data, legislative enactments, judicial decisions, legal developments in
impositions of damages, changes in political attitudes and trends in general economic conditions, (ii) our review of per claim information,

(iii) our historical loss experience and that of the industry, (iv) the relatively short-term nature of most policies written by us, and (v) our internal
estimates of required reserves. However, establishment of appropriate reserves is an inherently uncertain process and there can be no certainty
that reserves will prove adequate in light of subsequent actual experience. A significant change to the estimated reserves could have a material
effect on our results of operations or financial position. An increase or decrease in reserve estimates would result in a corresponding decrease or
increase in financial results. For example, each one percentage point change in the aggregate loss and LAE ratio resulting from a change in
reserve estimation is currently projected to have an approximate $24 million impact on the property and casualty group s segment income, based
on 2007 full year premiums.

We do not use discounting techniques in establishing reserves for losses and LAE, nor have we participated in any loss portfolio transfers or
other similar transactions.

The following table reconciles reserves determined in accordance with accounting principles and practices prescribed or permitted by insurance
statutory authorities ( Statutory ) to reserves determined in accordance with generally accepted accounting principles ( GAAP ).

DECEMBER 31 2007 2006 2005
(In millions)

Statutory reserve for losses and LAE $2,2253 $22744 $2351.4
GAAP adjustments:
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Reinsurance recoverable on unpaid losses 940.5 889.5 1,107.6

Other 0.3)

GAAP reserve for losses and LAE $3,165.8 $3,163.9 $3,458.7
10
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ANALYSIS OF LOSSES AND LOSS ADJUSTMENT EXPENSES RESERVE DEVELOPMENT

The following table sets forth the development of our GAAP reserves (net of reinsurance recoverables) for unpaid losses and LAE from 1997
through 2007.

DECEMBER 31 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
(In millions)
Net reserve for losses and

LAE® $22253 $2274.4 $2,351.1 $2,161.5 $2,078.9 $2,083.8 $2,056.9 $1,902.2 $1,924.5 $2,005.5 $2,038.7
Cumulative amount paid as

of@:

One year later 689.9 729.5 622.0 658.3 784.5 763.6 780.3 703.8 638.0 643.0
Two years later 1,121.9 967.0 9954 1,131.7 1,213.6 1,180.1 1,063.8 996.0 967.4
Three years later 1,1754 1,217.1 1,339.5 1,4239 1,458.3 1,298.2 1,203.0 1,180.7
Four years later 1,351.6 1,478.9 1,551.5 1,567.8 1,471.8 1,333.0 1,301.5
Five years later 1,566.8 1,636.9 1,636.9 1,524.4 1,446.0 1,375.5
Six years later 1,696.3 1,689.0 1,560.6 1,497.5 1,458.7
Seven years later 1,731.0 1,596.4 1,537.4 1,496.3
Eight years later 1,627.2 1,573.3 1,528.0
Nine years later 1,606.1 1,557.2
Ten years later 1,585.5
Net reserve re-estimated as

of®:

End of year 2,2253 22744 2351.1 2,161.5 2,0789 2,083.8 2,056.9 1,902.2 1,924.5 2,005.5 2,038.7
One year later 2,138.0 2,271.1 2,082.0 12,0644 21242 20633 2,010.8 1,837.1 1,822.1 10911.5
Two years later 2,155.8 1,989.6 12,0174 21153 21225 2,0282 1,863.3 11,7814 1,796.8
Three years later 1,899.6 1971.5 12,0939 2,1243 2,066.6 1,863.0 1,818.6 1,734.9
Four years later 1,917.3 2,074.0 2,121.6 2,071.1 1,893.6 1,823.5 1,762.9
Five years later 2,041.6 2,121.7 2,078.3 1,901.6 1,860.5 1,770.9
Six years later 2,103.2  2,084.1 19134 1871.0 1,806.8
Seven years later 2,074.8 1,9254 1,883.1 1,818.3
Eight years later 1,920.9 1,897.6 1,834.7
Nine years later 1,896.0 1,851.0
Ten years later 1,851.3

Redundancy (deficiency),

net ¥ $ $ 1364$ 1953 % 261.9$ 161.6$ 422$ (463) $ (1726) $ 36 $ 1095 $ 1874

(@ Sets forth the estimated net liability for unpaid losses and LAE recorded at the balance sheet date for each of the indicated years;
represents the estimated amount of net losses and LAE for claims arising in the current and all prior years that are unpaid at the balance
sheet date, including incurred but not reported ( IBNR ) reserves.

@ Cumulative loss and LAE payments made in succeeding years for losses incurred prior to the balance sheet date.

3  Re-estimated amount of the previously recorded liability based on experience for each succeeding year; increased or decreased as
payments are made and more information becomes known about the severity of remaining unpaid claims.

)
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Cumulative redundancy or deficiency at December 31, 2007 of the net reserve amounts shown on the top line of the corresponding
column. A redundancy in reserves means the reserves established in prior years exceeded actual losses and LAE or were re-evaluated at
less than the original reserved amount. A deficiency in reserves means the reserves established in prior years were less than actual losses
and LAE or were re-evaluated at more than the original reserved amount.

®  The following table sets forth the development of gross reserve for unpaid losses and LAE from 1998 through 2007:

11
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DECEMBER 31 2007 2006 2005 2004 2003 2002 2001 2000 1999
(In millions)
Reserve for losses and LAE:

Gross liability $3,165.8 $3,163.9 $3,458.7 $3,068.6 $3,0189 $2961.7 $2,921.5 $2,719.1 $2,618.7
Reinsurance recoverable 940.5 889.5 1,107.6 907.1 940.0 877.9 864.6 816.9 694.2
Net liability $22253 $2,2744 $2,351.1 $2,161.5 $2,0789 $2,083.8 $2,056.9 $1,902.2 $1,924.5

One year later:

Gross re-estimated liability $3,047.0 $3,409.9 $3,0059 $2972.2 $3,118.6 $2,9264 $2,882.0 $2,553.4
Re-estimated recoverable 909.0 1,138.8 923.9 907.8 994 .4 863.1 871.2 716.3
Net re-estimated liability $2,138.0 $2,271.1 $2,082.0 $2,064.4 $2,1242 $2,063.3 $2,010.8 $1,837.1

Two years later:

Gross re-estimated liability $3,334.1 $2,941.5 $2,970.7 $3,113.5 $3,1189 $2913.0 $2,640.8
Re-estimated recoverable 1,178.3 951.9 953.3 998.2 996.4 884.8 777.5
Net re-estimated liability $2,155.8 $1,989.6 $2,017.4 $2,115.3 $2,122.5 $2,028.2 $1,863.3

Three years later:

Gross re-estimated liability $2,897.7 $2,951.0 $3,129.4 $3,146.6 $3,063.9 $2,658.0
Re-estimated recoverable 998.1 979.5 1,0355 1,022.3 997.3 795.0
Net re-estimated liability $1,899.6 $1,971.5 $2,093.9 $2,1243 $2,066.6 $1,863.0

Four years later:

Gross re-estimated liability $2,935.1 $3,128.6 $3,178.8 $3,088.5 $2,782.4
Re-estimated recoverable 1,017.8 1,054.6 1,057.2 11,0174 888.8
Net re-estimated liability $1917.3 $2,074.0 $2,121.6 $2,071.1 $1,893.6

Five years later:

Gross re-estimated liability $3,1344 $3,197.0 $3,126.1 $2,814.1
Re-estimated recoverable 1,092.8 1,075.3 1,047.8 912.5
Net re-estimated liability $2,041.6 $2,121.7 $2,078.3 $1,901.6

Six years later:

Gross re-estimated liability $3,213.9 $3,148.7 $2,848.1
Re-estimated recoverable 1,110.7 1,064.6 934.7
Net re-estimated liability $2,103.2 $2,084.1 $19134

Seven years later:

Gross re-estimated liability $3,172.9 $2.871.6
Re-estimated recoverable 1,098.1 946.2
Net re-estimated liability $2,074.8 $1,9254

Eight years later:

Gross re-estimated liability $2,901.4
Re-estimated recoverable 980.5
Net re-estimated liability $1,920.9
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1998

$2,597.2
591.7

$2,005.5

$2,432.9
610.8

$1,822.1

$2,379.6
598.2

$1,7814

$2,439.7
621.1

$1,818.6

$2,458.4
634.9

$1,823.5

$2,576.4
715.9

$ 1,860.5

$2,619.0
748.0

$1,871.0

$2,649.2
766.1

$1,883.1

$2,672.9
775.3

$1,897.6
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Nine years later:

Gross re-estimated liability $2,703.8

Re-estimated recoverable 807.8

Net re-estimated liability $1,896.0
12
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Reinsurance

We maintain a reinsurance program designed to protect against large or unusual losses and LAE activity. We utilize a variety of reinsurance
agreements, which are intended to control our exposure to large property and casualty losses, stabilize earnings and protect capital resources,
including facultative reinsurance, excess of loss reinsurance and catastrophe reinsurance. Catastrophe reinsurance serves to protect us, as the
ceding insurer, from significant losses arising from a single event such as snow, ice storm, hurricane, earthquake, tornado, wind, hail, terrorism,
fire, explosion, or other extraordinary events. We determine the appropriate amount of reinsurance based upon our evaluation of the risks
insured, exposure analyses prepared by consultants and/or reinsurers and on market conditions, including the availability and pricing of
reinsurance.

We cede to reinsurers a portion of our risk based upon insurance policies subject to such reinsurance. Reinsurance contracts do not relieve us
from our obligations to policyholders. Failure of reinsurers to honor their obligations could result in losses to us. We believe that the terms of our
reinsurance contracts are consistent with industry practice in that they contain standard terms with respect to lines of business covered, limit and
retention, arbitration and occurrence. We believe our reinsurers are financially sound, based upon our ongoing review of their financial
statements, financial strength ratings assigned to them by rating agencies, their reputations in the reinsurance marketplace, and the analysis and
guidance of our reinsurance advisors.

Our property catastrophe occurrence reinsurance program is expected to cost approximately $33 million in 2008, compared to $48.8 million in
2007. In 2008, we purchased catastrophe reinsurance coverage which provided for maximum loss coverage limits of $700 million and a
combined co-participation and retention level of $197 million of losses for a single event. Our 2007 catastrophe coverage provided maximum
loss coverage limits of $600 million with a combined co-participation and retention level of $167 million of losses for a single event. Our 2008
treaty requires an automatic reinstatement premium when we exhaust this maximum coverage. We believe the increase in retention for 2008 is
appropriate given our increased surplus and the current reinsurance pricing environment.

While we exclude coverage of nuclear, chemical or biological events from the personal and commercial policies we write, we are required under
TRIPRA to offer this coverage in our workers compensation policies. We have reinsurance coverage under our casualty reinsurance treaty for
losses that result from nuclear, chemical or biological events of approximately $10 million. All other treaties exclude such coverage. Further,
under TRIPRA, our retention of losses from such events, if deemed certified terrorist events, is limited to an estimated $150.1 million deductible
and 15% of losses in excess of this deductible in 2008. However, there can be no assurance that such events would not be material to our
financial position or results of operations.

As described above under Residual Markets and Pooling Arrangements Reinsurance Facilities and Pools , we are subject to concentration of risk
with respect to reinsurance ceded to various mandatory residual market mechanisms.

Reference is made to Note 17 Reinsurance on pages 109 and 110 of the Notes to Consolidated Financial Statements included in Financial
Statements and Supplementary Data of this Form 10-K. Reference is also made to Reinsurance Facilities and Pools on pages 8 and 9 of this
Form 10-K.
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The following tables summarize our reinsurance programs (excluding coverage available under the federal terrorism reinsurance program):

2007
(in millions)

Treaty

Property catastrophe occurrence
treaty

All perils, per occurrence

Property per risk treaty ®
All perils including excess commercial
marine, per risk

Casualty reinsurance ®

Each loss, per occurrence for general
liability, automobile liability and workers
compensation®

Umbrella reinsurance ¥
Excess of loss treaty on umbrella liability
coverages

Commercial marine reinsurance @
All inland and ocean marine, each
occurrence

Surety/fidelity bond reinsurance ¥
Excess of loss treaty on bond business

Table of Contents

Loss Amount

< $90.0
$90.0 to $600.0

> $600.0

<$2.0
$2.0 to $50.0

> $50.0

<$0.5
$0.5 to $1.25
$1.25 to $30.0

>$30.0

<$1.0
$1.0 to $15.0

>$15.0

<$1.0

$1.0 excess $1.0 annual
aggregate deductible

$2.0 to $6.0

> $6.0

<$2.0

$3.0 excess $1.0 annual
aggregate deductible

$5.0 to $35.0

Loss Retention

100%

15%

100%

100%

NA

100%

100%

60%

NA

100%

100%

NA

100%

100%

16%

NA

100%

100%

17.5%

Reinsurance

Coverage, Including

Non-Certified
Terrorism

NA

85%

NA

NA

100%

NA

NA

40%

100%

NA

NA

100%

NA

NA

84%

100%

NA

NA

82.5%

Certified Terrorism Coverage

(as defined by TRIEA)

NA
85%; Personal Lines only

NA

NA
100%

NA

NA

40%; subject to annual aggregate limit

100%; subject to annual aggregate limit

NA

NA
100%; non-target risks only

NA

NA

84%; inland marine only
100%; inland marine only

NA

NA

NA

22



Edgar Filing: HANOVER INSURANCE GROUP, INC. - Form 10-K

>$35.0 10% 90% NA

100% NA NA
NA Not applicable

(M The property per risk, commercial marine and surety/fidelity bond treaties have an annual effective date of July 1st and the excess of loss
on umbrella liability coverage is continuous. All other treaties have January 1st effective dates. The commercial marine reinsurance was
terminated June 30, 2007, however