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Letter to Policyholders
We are very pleased to report to you that 2007 was an excellent year for �e Philadelphia 
Contributionship. �ese results were achieved despite the impact of increased competition 
and the slowdown in the housing market on both the insurance and security industries.

For the second consecutive year, we posted a record level of net income and ended the year 
with equity of $234.0 million, also a record. Both the Insurance Operations and the Security 
Operations contributed to these excellent results. �e Insurance Operations recorded pre-tax 
operating income (before net realized gains on the sale of investments) of $24.1 million for 
the year ended December 31, 2007, an increase of 111% over $11.4 million recorded last 
year. �e 2007 results for the Insurance Operations included a non-recurring bene�t 
of $4.1 million relating to a New Jersey premium tax refund. �e Security Opera-
tions recorded earnings before interest, taxes, depreciation and amortization 
(EBITDA) of $27.8 million for the year ended December 31, 2007, an 
increase of 11% over $25.1 million recorded in 2006.

Financial highlights of our 2007 results are as follows:

 Net income for the year ended December 31, 2007 
was $22.7 million, up 20% from $18.9 million 
posted in 2006.

 Total assets grew to $551.7 million and equity 
grew to $234.0 million, up from $513.0 million 
and $212.2 million, respectively, as of the end of 
2006.

 Revenues from Security Operations grew 8% in 2007 to 
$169.2 million compared to $156.6 million last year. Annual 
recurring revenue, a key valuation measure in the security industry, 
was a record $81.2 million, up 13% from $71.9 million in 2006.

 Revenues from Insurance Operations aggregated $130.5 million in 2007 as 
compared to $133.7 million last year. Net premiums earned grew 4% to $113.1 
million, and gross investment income grew 6% to $13.4 million but was o�set by 
an $8.3 million decrease in net realized gains on the sale of investments.

Insurance Operations
�e Philadelphia Contributionship is in its 256th year of protecting the urban community. 
Our Company was founded by Benjamin Franklin and his fellow �re�ghters in 1752 to pro-
vide insurance to urban Philadelphia homeowners. Today, we are still committed to writing 
urban risks, which we de�ne as row homes, �at roofs, older-aged and low-valued single or 
multi-family residences including a large concentration of attached or semi-attached houses 
in a small geographic area. We target this segment because most other standard lines carriers 
avoid writing this business, creating an opportunity for us to generate an underwriting pro�t.

Our urban strategy produced superior underwriting results for the Company in 2007. We 
recorded underwriting income of $14.2 million for the year ended December 31, 2007, a 
signi�cant increase over $2.5 million recorded in the same period of last year. �e statutory 

combined ratio was 87.8 in 2007 versus 97.4 last year. A statutory combined ratio is a stan-
dard �nancial measure used to assess underwriting pro�tability. It is the sum of two ratios: 
losses and loss adjustment expenses divided by earned premiums plus underwriting expenses 
divided by written premiums. A combined ratio under 100.0 generally re�ects an underwrit-
ing pro�t and a combined ratio over 100.0 generally re�ects an underwriting loss. �ese 

excellent underwriting results were principally attributable to a decline in the number 
of reported claims related to �re, wind, liability and theft causes of loss. Only claims 

from water damages increased in 2007, mainly due to an April storm that caused 
heavy damages in our New Jersey territory. Our 2007 results also bene�ted 

from lower expenses resulting from a $4.1 million premium tax refund 
related to business written in New Jersey in 2003 through 2006.

Underwriting results for our perpetual insurance operations also improved 
in 2007. Our perpetual business includes investment income and losses, 

expenses and dividends associated with writing our perpetual �re and 
homeowner policies. �ere is no premium income since the premium 

is a fully-refundable deposit to be returned to the policy-
holder at the time the policy is cancelled. Our discontinued 
assumed reinsurance business is also part of the perpetual 
insurance operations. Including dividends to policyholders, 
we recorded a pre-tax loss of $700,000 for the year ended 
December 31, 2007, as compared to a pre-tax loss of $5.6 
million in the same period of last year. In 2006, we recorded 

approximately $4.1 million of adverse loss development 
related to assumed surety bond business that we reinsured in 

2002. We continue to believe that the loss reserves we estab-
lished at the end of 2006 are adequate to address our ultimate 

potential exposure on this matter.

We are also pleased to report that A. M. Best Company, the leading 
independent rating organization of insurance companies, has recognized 

our Company�s continued strong �nancial performance by rea�rming our A+ 
�nancial strength rating.

Security Operations
Vector Security Holdings, Inc., our residential and commercial security subsidiary, is 

the seventh largest supplier of electronic security, �re alarm, video surveillance, access con-
trol, emergency response services, central station monitoring and uniformed guard services to 
homes and businesses throughout the United States.

In 2007, Vector posted another year of record operating results. �ese results are especially 
noteworthy because they were accomplished during the 2007 downturn in housing-related 
expenditures and re�ect the strength of Vector�s diversi�ed mix of business. For the year 
ended December 31, 2007, revenue increased 8% to $169.2 million, up from $156.6 million 
last year, and earnings before interest, taxes, depreciation and amortization (EBITDA), a key 
measure of pro�tability in the security industry, increased 11 percent to $27.8 million, up 
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At A Glance. �e Philadelphia Contributionship is a property and casualty insurance 
company headquartered in Philadelphia, Pennsylvania that writes homeowners and 
multi-family dwellings primarily in urban areas in Pennsylvania and New Jersey.

We are the oldest successful property and casualty insurance company in the  
United States, having been founded by Benjamin Franklin in 1752. Today, we have 
over $200 million in policyholders’ surplus and have an A+ (Superior) rating from 
A.M. Best Company.

We distribute our products through independent retail agents and brokers and  
differentiate �e Philadelphia Contributionship in the marketplace by:

Writing risks in urban communities that are underserved by the  
standard lines marketplace
Maintaining outstanding financial security as evidenced by our A+ rating
Providing web-access to our agents for rapid issuance of new business and 
endorsements
Providing responsive customer service performance and 24/7 claims  
availability
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from $25.1 million in 2006. Vector expanded its customer base in 2007 to 181,000 through 
internal growth, its dealer acquisition program and a West Coast acquisition.

While Vector’s growth into one of the leading security companies in the country is impres-
sive, it is their emergence as the recognized industry leader in establishing high standards of 
quality that we are most pleased to report to you. Vector’s Five Star Monitoring Program in 
its central station alarm operation has been recognized by several security industry associa-
tions as having a strict set of performance standards that produces outstanding quality of 
monitoring services.

We would like to thank and congratulate our insurance and security employees for their 
dedicated work ethic and outstanding effort that led to our record 2007 results. We are 
fortunate to have such talented staff in both of our operations.

On behalf of the Board of Directors, we would like to recognize, with regret, the retirement 
of two of our directors. Douglas S. Peters retired from the board on June 28, 2007, after 
admirably serving the Company since 1992, and John Gilray Christy retired from the Board 
on September 1, 2007, having served the Company with distinction since 1980. Both men 
provided us with immeasurable insight and guidance through years of significant growth in 
both our Insurance and Security Operations.

After a diligent search, the Nominating Committee and the Board of Directors appointed 
Ira H. Fuchs and John A. Murphy to succeed these distinguished gentlemen. Mr. Fuchs is 
currently Vice President for Research in Information Technology at �e Andrew W. Mellon 
Foundation, where he directs the foundation’s grantmaking in the area of digital technolo-
gies. Prior to this position, Mr. Fuchs was Vice President for Computing and Information 
Technology at Princeton University. Mr. Murphy is currently President and Chief Executive 
Officer of Vector Security Holdings, Inc., a wholly-owned subsidiary of the Company. Mr. 
Murphy has led Vector since 1991, and under his leadership, Vector has grown its annual 
revenue from $15 million in 1991 to $169 million in 2007. On behalf of the Board of Di-
rectors, we would like to welcome both of these individuals to the Board.

We would also like to recognize and thank Shaun F. O’Malley who retired as Chairman 
of the Board of Directors on April 23, 2007. Mr. O’Malley has been a director since 1995 
and was appointed Chairman of the Board in 2000. Fortunately, Mr. O’Malley remains on 
the Board and serves as Chairman of the Audit Committee, so we will continue to have the 
benefit of his expertise for several additional years.

Finally, we would like to thank all of our policyholders, agents and directors for their contin-
ued support and commitment to �e Philadelphia Contributionship.

Scott M. Jenkins Joseph F. Morris
Chairman of the Board President & Chief Executive Officer
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Though founded in 1752 by Benjamin Franklin and his friends, the 
Philadelphia Contributionship for the Insurance of Houses from 
Loss By Fire today does business in a highly competitive property 
and casualty insurance market, in some of the toughest urban areas 
of the country. So for this 255th annual report, M&P reflected the 
company’s heritage in bold, updated selections of iconic graphics from 
the company’s distant past, combined with the thoroughly modern 
typography required for mandated financial documents. M&P did 
the job in 30 days from concept to completion, a feat made possible 
by a design-to-budget approach and M&P’s in-depth experience with 
annual reports.
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“We’ve worked with Malish 
& Pagonis for several years 
and were thrilled to be able 
to call on them again to 
design our 2007 Annual 
Report. Once again, they 
produced a fantastic 
publication despite working 
under an almost impossible 
deadline.”

Joseph Morris
President & CEO


