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PART I—FINANCIAL INFORMATION
ITEM 1. Financial Statements
National Interstate Corporation and Subsidiaries
Consolidated Balance Sheets
(In thousands, except per share data)

June 30, 2014 December 31,
2013

(Unaudited)
ASSETS
Investments:
Fixed maturities available-for-sale, at fair value (amortized cost – $908,648 and
$914,149, respectively) $941,720 $933,579

Equity securities available-for-sale, at fair value (amortized cost – $66,051 and
$55,537, respectively) 79,081 65,770

Other invested assets 43,177 40,395
Total investments 1,063,978 1,039,744
Cash and cash equivalents 65,244 35,684
Accrued investment income 8,611 8,644
Premiums receivable, net of allowance for doubtful accounts of $3,089 and $3,225,
respectively 273,209 244,934

Reinsurance recoverable on paid and unpaid losses 167,555 169,210
Prepaid reinsurance premiums 57,112 37,867
Deferred policy acquisition costs 25,576 23,025
Deferred federal income taxes 19,693 25,826
Property and equipment, net 24,790 24,753
Funds held by reinsurer 3,491 3,780
Intangible assets, net 7,932 8,073
Prepaid expenses and other assets 8,053 2,287
Total assets $1,725,244 $1,623,827
LIABILITIES AND SHAREHOLDERS’ EQUITY
Liabilities:
Unpaid losses and loss adjustment expenses $846,112 $803,782
Unearned premiums and service fees 307,090 283,582
Long-term debt 12,000 12,000
Amounts withheld or retained for accounts of others 88,455 80,999
Reinsurance balances payable 45,593 26,317
Accounts payable and other liabilities 46,685 44,516
Commissions payable 16,343 13,934
Assessments and fees payable 4,871 6,413
Total liabilities 1,367,149 1,271,543
Shareholders’ equity:
Preferred shares – no par value
Authorized – 10,000 shares
Issued – 0 shares — —
Common shares – $0.01 par value
Authorized – 50,000 shares
Issued – 23,350 shares, including 3,570 and 3,689 shares, respectively, in treasury 234 234
Additional paid-in capital 58,878 56,481
Retained earnings 274,080 281,518
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Accumulated other comprehensive income 29,966 19,281
Treasury shares (5,063 ) (5,230 )
Total shareholders’ equity 358,095 352,284
Total liabilities and shareholders’ equity $1,725,244 $1,623,827
See notes to consolidated financial statements.

3

Edgar Filing: National Interstate CORP - Form 10-Q

4



Table of Contents

National Interstate Corporation and Subsidiaries
Consolidated Statements of Income (Loss)
(Unaudited)
(In thousands, except per share data)

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013

Revenues:
Premiums earned $139,139 $128,866 $272,642 $255,773
Net investment income 8,783 7,925 17,485 15,888
Net realized gains on investments (*) 1,067 2,534 3,672 4,080
Other 786 849 1,546 1,682
Total revenues 149,775 140,174 295,345 277,423
Expenses:
Losses and loss adjustment expenses 133,585 118,957 236,165 215,568
Commissions and other underwriting expenses 23,886 23,432 46,424 46,292
Other operating and general expenses 5,425 5,190 10,885 10,615
Transaction expenses 153 — 2,163 —
Expense on amounts withheld 1,426 1,265 2,981 2,468
Interest expense 58 227 132 302
Total expenses 164,533 149,071 298,750 275,245
(Loss) income before income taxes (14,758 ) (8,897 ) (3,405 ) 2,178
(Benefit) provision for income taxes (4,015 ) (2,617 ) (717 ) 441
Net (loss) income $(10,743 ) $(6,280 ) $(2,688 ) $1,737
Net (loss) income per share – basic $(0.54 ) $(0.32 ) $(0.14 ) $0.09
Net (loss) income per share – diluted $(0.54 ) $(0.32 ) $(0.14 ) $0.09
Weighted average of common shares outstanding – basic 19,764 19,652 19,729 19,631
Weighted average of common shares outstanding –
diluted 19,764 19,652 19,729 19,766

Cash dividends per common share $0.12 $0.11 $0.24 $0.22

(*) Consists of the following:
Net realized gains before impairment losses $1,198 $2,534 $4,037 $4,097
Total losses on securities with impairment charges (90 ) — (135 ) (17 )
Non-credit portion recognized in other comprehensive
income (41 ) — (230 ) —

Net impairment charges recognized in earnings (131 ) — (365 ) (17 )
Net realized gains on investments $1,067 $2,534 $3,672 $4,080
See notes to consolidated financial statements.
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National Interstate Corporation and Subsidiaries
Consolidated Statements of Comprehensive Income (Loss)
(Unaudited)
(Dollars in thousands)

Three Months Ended June
30, Six Months Ended June 30,

2014 2013 2014 2013
Net (loss) income $(10,743 ) $(6,280 ) $(2,688 ) $1,737
Other comprehensive income (loss), before tax expense
(benefit):
Net unrealized gains on available-for-sale securities:
Net unrealized holding gains (losses) on securities arising
during the period 7,986 (20,265 ) 17,594 (15,872 )

Reclassification adjustment for net realized gains included
in net (loss) income (547 ) (1,792 ) (1,156 ) (2,184 )

Total other comprehensive income (loss), before tax expense
(benefit) 7,439 (22,057 ) 16,438 (18,056 )

Deferred income taxes on other comprehensive income
(loss) 2,604 (7,721 ) 5,753 (6,320 )

Other comprehensive income (loss), net of tax expense
(benefit) 4,835 (14,336 ) 10,685 (11,736 )

Total comprehensive (loss) income $(5,908 ) $(20,616 ) $7,997 $(9,999 )
See notes to consolidated financial statements.
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National Interstate Corporation and Subsidiaries
Consolidated Statements of Shareholders’ Equity
(Unaudited)
(Dollars in thousands)

Common
Stock

Additional
Paid-In
Capital

Retained
Earnings

Accumulated
Other
Comprehensive
Income

Treasury
Stock Total

Balance at January 1, 2014 $234 $56,481 $281,518 $ 19,281 $(5,230 ) $352,284
Net loss (2,688 ) (2,688 )
Other comprehensive income, net of
tax 10,685 10,685

Dividends on common stock (4,750 ) (4,750 )
Issuance of 119,473 treasury shares
upon exercise of options and
restricted stock issued, net of
forfeitures

1,971 167 2,138

Net tax effect from exercise/vesting
of stock compensation 37 37

Stock compensation expense 389 389
Balance at June 30, 2014 $234 $58,878 $274,080 $ 29,966 $(5,063 ) $358,095

Balance at January 1, 2013 $234 $54,788 $272,618 $ 31,634 $(5,326 ) $353,948
Net income 1,737 1,737
Other comprehensive loss, net of tax (11,736 ) (11,736 )
Dividends on common stock (4,334 ) (4,334 )
Issuance of 65,483 treasury shares
upon exercise of options and
restricted stock issued, net of
forfeitures

944 91 1,035

Net tax effect from exercise/vesting
of stock compensation 21 21

Stock compensation expense 353 353
Balance at June 30, 2013 $234 $56,106 $270,021 $ 19,898 $(5,235 ) $341,024
See notes to consolidated financial statements.
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National Interstate Corporation and Subsidiaries
Consolidated Statements of Cash Flows
(Unaudited)
(Dollars in thousands)

Six Months Ended June 30,
2014 2013

Operating activities
Net (loss) income $(2,688 ) $1,737
Adjustments to reconcile net (loss) income to net cash provided by operating
activities:
Net amortization of bond premiums and discounts 2,278 3,561
Provision for depreciation and amortization 2,097 1,613
Net realized gains on investment securities (3,672 ) (4,080 )
Deferred federal income taxes 380 (190 )
Stock-based compensation expense 389 353
Increase in deferred policy acquisition costs, net (2,551 ) (462 )
Increase in reserves for losses and loss adjustment expenses 42,330 26,309
Increase in premiums receivable (28,275 ) (28,302 )
Increase in unearned premiums and service fees 23,508 21,654
Increase in interest receivable and other assets (5,444 ) (919 )
Increase in prepaid reinsurance premiums (19,245 ) (13,493 )
Increase (decrease) in accounts payable, commissions and other liabilities and
assessments and fees payable 3,036 (10,280 )

Increase in amounts withheld or retained for accounts of others 7,456 3,712
Decrease in reinsurance recoverable 1,655 6,994
Increase in reinsurance balances payable 19,276 15,197
Other 31 (60 )
Net cash provided by operating activities 40,561 23,344
Investing activities
Purchases of fixed maturities (69,887 ) (113,862 )
Purchases of equity securities (13,619 ) (22,062 )
Proceeds from sale of fixed maturities 13,529 18,940
Proceeds from sale of equity securities 3,244 4,280
Proceeds from maturities and redemptions of investments 60,945 96,200
Change in other investments, net (614 ) (1,120 )
Capital expenditures (2,024 ) (1,200 )
Net cash used in investing activities (8,426 ) (18,824 )
Financing activities
Net tax effect from exercise/vesting of stock-based compensation 37 21
Issuance of common shares from treasury upon exercise of stock options or stock
award grants 2,138 1,035

Cash dividends paid on common shares (4,750 ) (4,334 )
Net cash used in financing activities (2,575 ) (3,278 )
Net increase in cash and cash equivalents 29,560 1,242
Cash and cash equivalents at beginning of period 35,684 41,981
Cash and cash equivalents at end of period $65,244 $43,223
See notes to consolidated financial statements.
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NATIONAL INTERSTATE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
1. Basis of Presentation
The accompanying unaudited consolidated financial statements of National Interstate Corporation (the “Company”) and
its subsidiaries have been prepared in accordance with U.S. generally accepted accounting principles (“GAAP”) and the
instructions to Form 10-Q.
The unaudited consolidated financial statements include the accounts of the Company and its subsidiaries, National
Interstate Insurance Company (“NIIC”), Hudson Indemnity, Ltd., National Interstate Insurance Company of Hawaii, Inc.
(“NIIC-HI”), Triumphe Casualty Company (“TCC”), National Interstate Insurance Agency, Inc. (“NIIA”), Hudson
Management Group, Ltd., Vanliner Insurance Company (“VIC”), Vanliner Reinsurance Limited, American Highways
Insurance Agency, Inc., Explorer RV Insurance Agency, Inc., Safety, Claims and Litigation Services, LLC and
TransProtection Service Company. Significant intercompany transactions have been eliminated.
These interim unaudited consolidated financial statements should be read in conjunction with the consolidated
financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2013. The interim financial statements reflect all adjustments which are, in the opinion of management,
necessary for the fair presentation of the results for the periods presented. Such adjustments are of a normal recurring
nature. Operating results for the three and six month periods ended June 30, 2014 are not necessarily indicative of the
results that may be expected for the full year ending December 31, 2014.
The preparation of the financial statements requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Changes in circumstances could cause actual
results to differ materially from those estimates.

2. Fair Value Measurements
The Company must determine the appropriate level in the fair value hierarchy for each applicable measurement. The
fair value hierarchy prioritizes the inputs, which refer broadly to assumptions market participants would use in pricing
an asset or liability, into three levels. It gives the highest priority to quoted prices (unadjusted) in active markets for
identical assets or liabilities and the lowest priority to unobservable inputs. The level in the fair value hierarchy within
which a fair value measurement in its entirety falls is determined based on the lowest level input that is significant to
the fair value measurement in its entirety. The Company’s management is responsible for the valuation process and
uses data from outside sources (including nationally recognized pricing services and broker/dealers) in establishing
fair value.
Pricing services use a variety of observable inputs to estimate the fair value of fixed maturities that do not trade on a
daily basis. These inputs include, but are not limited to, recent reported trades, benchmark yields, issuer spreads, bids
or offers, reference data and measures of volatility. Included in the pricing of mortgage-backed securities are estimates
of the rate of future prepayments and defaults of principal over the remaining life of the underlying collateral. Inputs
from brokers and independent financial institutions include, but are not limited to, yields or spreads of comparable
investments which have recent trading activity, credit quality, duration, credit enhancements, collateral value and
estimated cash flows based on inputs including delinquency rates, estimated defaults and losses and estimates of the
rate of future prepayments. Valuation techniques utilized by pricing services and prices obtained from external sources
are reviewed by the Company’s internal and affiliated investment professionals who are familiar with the securities
being priced and the markets in which they trade to ensure the fair value determination is representative of an exit
price. To validate the appropriateness of the prices obtained, the Company’s internal investment professionals, who
report to the Chief Investment Officer, compare the valuation received to independent third party pricing sources and
consider widely published indices (as benchmarks), recent trades, changes in interest rates, general economic
conditions and the credit quality of the specific issuers. If the Company believes that significant discrepancies exist,
the Company will perform additional procedures, which may include specific inquiry of the pricing source, to resolve
the discrepancies.
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Level 1 inputs are quoted prices (unadjusted) in active markets for identical securities that the reporting entity has the
ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices within Level 1 that are
observable for the security, either directly or indirectly. Level 2 inputs include quoted prices for similar securities in
active markets, quoted prices for identical or similar securities that are not active and observable inputs other than
quoted prices, such as interest rate and yield curves. Level 3 inputs are unobservable inputs for the asset or liability.
Level 1 consists of publicly traded equity securities and highly liquid, direct obligations of the U.S. Government
whose fair value is based on quoted prices that are readily and regularly available in an active market. Level 2
primarily consists of financial
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instruments whose fair value is based on quoted prices in markets that are not active and include U.S. government
agency securities, fixed maturity investments and nonredeemable preferred stocks that are not actively traded.
Included in Level 2 are $115.7 million of securities, which are valued based upon a non-binding broker quote and
validated with other observable market data by management. Level 3 consists of financial instruments that are not
traded in an active market, whose fair value is estimated by management based on inputs from independent financial
institutions, which include non-binding broker quotes. The Company believes these estimates reflect fair value, but
the Company is unable to verify inputs to the valuation methodology. The Company obtained at least one quote or
price per instrument from its brokers and pricing services for all Level 3 securities and did not adjust any quotes or
prices that it obtained. The Company’s internal and affiliated investment professionals review these broker quotes
using any recent trades, if such information is available, or market prices of similar investments. The Company
primarily uses the market approach valuation technique for all investments.
The following table presents the Company’s investment portfolio, categorized by the level within the fair value
hierarchy in which the fair value measurements fall as of June 30, 2014:

Level 1 Level 2 Level 3 Total
(Dollars in thousands)

Fixed maturities:
U.S. Government and government agency
obligations $1,725 $100,659 $— $102,384

Foreign government obligations — 3,513 — 3,513
State and local government obligations — 347,171 887 348,058
Residential mortgage-backed securities — 201,917 — 201,917
Commercial mortgage-backed securities — 24,988 — 24,988
Corporate obligations — 187,573 6,019 193,592
Other debt obligations — 60,465 2,510 62,975
Redeemable preferred stocks 3,800 — 493 4,293
Total fixed maturities 5,525 926,286 9,909 941,720
Equity securities:
Common stocks 54,920 — 3,844 58,764
Nonredeemable preferred stocks 10,544 9,773 — 20,317
Total equity securities 65,464 9,773 3,844 79,081
Total fixed maturities and equity securities 70,989 936,059 13,753 1,020,801
Cash and cash equivalents 65,244 — — 65,244
Total fixed maturities, equity securities and cash
and cash equivalents at fair value $136,233 $936,059 $13,753 $1,086,045

9

Edgar Filing: National Interstate CORP - Form 10-Q

12



Table of Contents

The following table presents the Company’s investment portfolio, categorized by the level within the fair value
hierarchy in which the fair value measurements fell as of December 31, 2013:

Level 1 Level 2 Level 3 Total
(Dollars in thousands)

Fixed maturities:
U.S. Government and government agency
obligations $1,486 $92,871 $— $94,357

Foreign government obligations — 3,553 — 3,553
State and local government obligations — 355,944 859 356,803
Residential mortgage-backed securities — 202,225 — 202,225
Commercial mortgage-backed securities — 34,963 — 34,963
Corporate obligations — 187,481 4,969 192,450
Other debt obligations — 41,805 3,311 45,116
Redeemable preferred stocks 3,625 — 487 4,112
Total fixed maturities 5,111 918,842 9,626 933,579
Equity securities:
Common stocks 48,145 — 1,500 49,645
Nonredeemable preferred stocks 11,972 3,570 583 16,125
Total equity securities 60,117 3,570 2,083 65,770
Total fixed maturities and equity securities 65,228 922,412 11,709 999,349
Cash and cash equivalents 35,684 — — 35,684
Total fixed maturities, equity securities and cash
and cash equivalents at fair value $100,912 $922,412 $11,709 $1,035,033

The tables above exclude other invested assets of $43.2 million and $40.4 million at June 30, 2014 and December 31,
2013, respectively. Other invested assets include investments in limited partnerships which are accounted for under
the equity method. Equity method investments are not reported at fair value.
The Company uses the end of the reporting period as its policy for determining transfers into and out of each level.
During the six months ended June 30, 2014, there were six nonredeemable preferred stocks, totaling $5.0 million
(including one in the second quarter totaling $0.1 million) that transferred from Level 1 to Level 2 due to changes in
trading activity. During the three and six months ended June 30, 2013, there was one redeemable preferred stock
totaling $1.0 million and four nonredeemable preferred stocks totaling $0.3 million that transferred from Level 2 to
Level 1 due to changes in trading activity. The following tables present a reconciliation of the beginning and ending
balances for all investments measured at fair value on a recurring basis using Level 3 inputs for the three and six
months ended June 30, 2014.
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Three Months Ended June 30, 2014
State and
Local
Government
Obligations

Corporate
Obligations

Other Debt
Obligations

Redeemable
Preferred
Stock

Common
Stock

(Dollars in thousands)
Beginning balance at April 1, 2014 $860 $4,976 $3,278 $488 $3,050
Total gains or (losses):
Included in earnings — — 24 — —
Included in other comprehensive income 27 95 (16 ) 5 28
Purchases and issuances — 1,000 — 766
Sales, settlements and redemptions — (52 ) (776 ) — —
Transfers in and/or (out) of Level 3 — — — — —
Ending balance at June 30, 2014 $887 $6,019 $2,510 $493 $3,844
The amount of total gains or (losses) for the
period included in earnings and attributable
to the change in unrealized gains or (losses)
relating to assets still held at the reporting
date

$— $— $— $— $—

Six Months Ended June 30, 2014
State and
Local
Government
Obligations

Corporate
Obligations

Other Debt
Obligations

Redeemable
Preferred
Stock

Common
Stock

NonredeemablePreferred
Stock

(Dollars in thousands)
Beginning balance at January 1,
2014 $859 $4,969 $ 3,311 $487 $1,500 $ 583

Total gains or (losses):
Included in earnings — — 24 — — —
Included in other comprehensive
income 28 152 (14 ) 6 78 —

Purchases and issuances — 1,000 — — 2,266 —
Sales, settlements and
redemptions — (102 ) (811 ) — — (583 )

Transfers in and/or (out) of Level
3 — — — — — —

Ending balance at June 30, 2014 $887 $6,019 $ 2,510 $493 $3,844 $ —
The amount of total gains or
(losses) for the period included in
earnings and attributable to the
change in unrealized gains or
(losses) relating to assets still
held at the reporting date

$— $— $ — $— $— $ —
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The following tables present a reconciliation of the beginning and ending balances for all investments measured at fair
value on a recurring basis using Level 3 inputs for the three and six months ended June 30, 2013.

Three Months Ended June 30, 2013
State and
Local
Government
Obligations

Corporate
Obligations

Redeemable
Preferred
Stock

NonredeemablePreferred
Stock

(Dollars in thousands)
Beginning balance at April 1, 2013 $844 $8,707 $484 $ 963
Total gains or (losses):
Included in earnings — — — —
Included in other comprehensive income — (47 ) (3 ) —
Purchases and issuances — — — —
Sales, settlements and redemptions — (43 ) — —
Transfers in and/or (out) of Level 3 — — — —
Ending balance at June 30, 2013 $844 $8,617 $481 $ 963
The amount of total gains or (losses) for the
period included in earnings and attributable to
the change in unrealized gains or (losses)
relating to assets still held at the reporting
date

$— $— $— $ —

Six Months Ended June 30, 2013
State and
Local
Government
Obligations

Corporate
Obligations

Redeemable
Preferred
Stock

Nonredeemable
Preferred
Stock

(Dollars in thousands)
Beginning balance at January 1, 2013 $837 $7,658 $483 $ —
Total gains or (losses):
Included in earnings — — — —
Included in other comprehensive income 7 51 (2 ) (6 )
Purchases and issuances — 1,000 — 969
Sales, settlements and redemptions — (92 ) — —
Transfers in and/or (out) of Level 3 — — — —
Ending balance at June 30, 2013 $844 $8,617 $481 $ 963
The amount of total gains or (losses) for the period
included in earnings and attributable to the change
in unrealized gains or (losses) relating to assets still
held at the reporting date

$— $— $— $ —

At June 30, 2014, the Company had 13 securities with a fair value of $13.8 million that are included in Level 3, which
represented 1.3% of its total investments reported at fair value. The significant unobservable inputs used by the
brokers and pricing services in establishing fair values of the Company’s Level 3 securities are primarily spreads to
U.S. Treasury rates and discounts to comparable securities. The specifics of such spreads and discounts were not made
available to the Company. Significant increases (decreases) on spreads to U.S. Treasury rates and discount spreads to
comparable securities would result in lower (higher) fair value measurements. Generally, a change in the assumption
used for determining a spread is accompanied by market factors that warrant an adjustment for the credit risk and
liquidity premium of the security. As the total fair value of Level 3 securities is 3.8% of the Company’s shareholders’
equity at June 30, 2014, any change in unobservable inputs would not have a material impact on the Company’s
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3. Investments
Under other-than-temporary impairment accounting guidance, if management can assert that it does not intend to sell
an impaired fixed maturity security and it is not more likely than not that it will be required to sell the security before
recovery of its amortized cost basis, then an entity may separate the other-than-temporary impairments into two
components: 1) the amount related to credit losses (recorded in earnings) and 2) the amount related to all other factors
(recorded in other comprehensive income (loss)). The credit related portion of an other-than-temporary impairment is
measured by comparing a security’s amortized cost to the present value of its current expected cash flows discounted at
its effective yield prior to the impairment charge. If management intends to sell an impaired security, or it is more
likely than not that it will be required to sell the security before recovery, an impairment charge recorded in earnings
is required to reduce the amortized cost of that security to fair value.
The cost or amortized cost and fair value of investments in fixed maturities and equity securities are as follows:

Cost or
Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
Losses

Fair Value

(Dollars in thousands)
June 30, 2014
Fixed maturities:
U.S. Government and government agency obligations $98,869 $3,532 $(17 ) $102,384
Foreign government obligations 3,508 5 — 3,513
State and local government obligations 336,595 12,021 (558 ) 348,058
Residential mortgage-backed securities 194,414 9,097 (1,594 ) 201,917
Commercial mortgage-backed securities 23,507 1,487 (6 ) 24,988
Corporate obligations 184,691 9,248 (347 ) 193,592
Other debt obligations 62,896 335 (256 ) 62,975
Redeemable preferred stocks 4,168 132 (7 ) 4,293
Total fixed maturities 908,648 35,857 (2,785 ) 941,720
Equity securities:
Common stocks 47,360 12,158 (754 ) 58,764
Nonredeemable preferred stocks 18,691 1,776 (150 ) 20,317
Total equity securities 66,051 13,934 (904 ) 79,081
Total fixed maturities and equity securities $974,699 $49,791 $(3,689 ) $1,020,801
December 31, 2013
Fixed maturities:
U.S. Government and government agency obligations $91,360 $3,282 $(285 ) $94,357
Foreign government obligations 3,529 24 — 3,553
State and local government obligations 351,866 8,155 (3,218 ) 356,803
Residential mortgage-backed securities 197,376 8,034 (3,185 ) 202,225
Commercial mortgage-backed securities 33,503 1,483 (23 ) 34,963
Corporate obligations 186,899 7,060 (1,509 ) 192,450
Other debt obligations 45,448 146 (478 ) 45,116
Redeemable preferred stocks 4,168 72 (128 ) 4,112
Total fixed maturities 914,149 28,256 (8,826 ) 933,579
Equity securities:
Common stocks 39,755 10,842 (952 ) 49,645
Nonredeemable preferred stocks 15,782 1,047 (704 ) 16,125
Total equity securities 55,537 11,889 (1,656 ) 65,770
Total fixed maturities and equity securities $969,686 $40,145 $(10,482 ) $999,349
The table above excludes other invested assets of $43.2 million and $40.4 million at June 30, 2014 and December 31,
2013, respectively. Other invested assets include investments in limited partnerships which are accounted for under
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State and local government obligations represented approximately 37.0% of the Company’s fixed maturity portfolio at
June 30, 2014, with approximately $286.8 million, or 82.4%, of the Company’s state and local government obligations
held in special revenue obligations, and the remaining amount held in general obligations. The Company’s state and
local government obligations portfolio is high quality, as 99.1% of such securities were rated investment grade (as
determined by nationally recognized agencies) at June 30, 2014. The Company had no state and local government
obligations for any state, municipality or political subdivision that comprised 10% or more of the total amortized cost
or fair value of such obligations at June 30, 2014.
The non-credit portion of other-than-temporary impairment charges is included in other comprehensive income.
Cumulative non-credit charges taken for securities still owned at June 30, 2014 and December 31, 2013 were $3.3
million and $3.5 million, respectively.
The amortized cost and fair value of fixed maturities at June 30, 2014, by contractual maturity, are shown below.
Other debt obligations, which are primarily comprised of asset-backed securities other than mortgage-backed
securities are categorized based on their average maturity. Expected maturities may differ from contractual maturities
because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties. The
average life of mortgage-backed securities is 4.0 years in the Company’s investment portfolio.
Amortized cost and fair value of the fixed maturities in the Company’s investment portfolio were as follows:

Amortized
Cost Fair Value

(Dollars in thousands)
Due in one year or less $32,402 $32,751
Due after one year through five years 232,356 243,711
Due after five years through ten years 327,051 336,459
Due after ten years 98,918 101,894

690,727 714,815
Mortgage-backed securities 217,921 226,905
Total $908,648 $941,720
Gains and losses on the sale of investments, including other-than-temporary impairment charges and other
investments’ gains or losses, were as follows:

Three Months Ended
June 30,

Six Months Ended June
30,

2014 2013 2014 2013
(Dollars in thousands)

Fixed maturity gains $431 $1,357 $907 $1,699
Fixed maturity losses (41 ) (5 ) (230 ) (5 )
Equity security gains 424 795 939 1,210
Equity security losses (165 ) (15 ) (211 ) (69 )
Other investments, net gains 418 402 2,267
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