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The Telcom Insurance Group is dedicated to providing every NTCA member system 

with the best possible property and casualty coverage program at a fair price.  We 

will support NTCA, our sponsor, through our participation in, and promotion of, 

Association programs.

We will strive to exemplify the highest standards of integrity, excellence 

in personalized customer service, and leadership in offering specialized, 

telecommunications-specific coverage packages.  We will partner with our fellow 

members by providing educational programs designed to assist them in their 

quest to protect their corporate assets and provide stability for the corporate 

entity through a variety of risk management programs.

Achieving success in these areas will fulfill the mission of the NTCA originators 

and NTC shareholders by. . . 

“Bettering the World of Commercial Insurance for Rural Telephony. . . 

One NTCA Member at a Time.”

Mission Statement
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3Shareholders (as of 12/31/2006) 

Cen-Ark Cellular, Inc. Bismarck, AR
Comanche County Telephone Co., Inc. De Leon, TX
Craw-Kan Telephone Cooperative, Inc. Girard, KS
Etex Telephone Cooperative, Inc. Gilmer, TX
Farmers Telephone Cooperative, Inc. Kingstree, SC
Glenwood Telephone Company Glenwood, GA
Hancock Telecom Maxwell, IN
Horry Telephone Cooperative, Inc. Conway, SC
Industry Telephone Cooperative Industry, TX
KanOkla Telephone Association, Inc. Caldwell, KS
National Telecommunications Cooperative Association Arlington, VA
Panhandle Telephone Cooperative, Inc. Guymon, OK
Paul Bunyan Rural Telephone Cooperative Bemidji, MN
Peoples Telecommunications, LLC La Cygne, KS
Peoples Telephone Cooperative, Inc. Quitman, TX
Piedmont Rural Telephone Cooperative Laurens, SC
Pioneer Telephone Association, Inc. Ulysses, KS
Pioneer Telephone Cooperative Philomath, OR
Pioneer Telephone Cooperative, Inc. Kingfisher, OK
Polar Communications Park River, ND
Randolph Telephone Membership Corporation Asheboro, NC
Rock Port Telephone Company Rock Port, MO
Santa Rosa Telephone Cooperative, Inc. Vernon, TX
Scott County Telephone Cooperative, Inc. Gate City, VA
Skyline Telephone Membership Corporation West Jefferson, NC
Southwest Arkansas Telephone Cooperative Texarkana, AR
Stanton Telecom, Inc. Stanton, NE
Star Telephone Membership Corporation Clinton, NC
Surry Telephone Membership Corporation Dobson, NC
Taylor Telephone Cooperative, Inc. Merkel, TX
Twin Lakes Telephone Cooperative Corporation Gainesboro, TN
West Carolina Rural Telephone Cooperative, Inc. Abbeville, SC
Wiggins Telephone Association Wiggins, CO
Wilkes Telephone Membership Corporation Wilkesboro, NC
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4 President and Chairman of the Board’s Management Report

“There are risks and 

costs to a program 

of action.  But they 

are far less than the 

long-range risks and 

costs of comfortable 

inaction.”

−John F. Kennedy

Because It Is a Matter of Trust…

When you trust a business or a person, you have confidence 
in them because of their good qualities. You believe in 
their fairness, truth, honor and ability.  These expectations 

provide a sense of peace and calm. No business that I can think of, 
sells trust as their “service” more than an insurance company. Yes 
there are policies, which act as the tangible product, that are legal 
contracts.  None-the-less, they are subject to interpretation and 
review. However, if you did not trust the entity you were buying 
them from and you expect a legal battle each time you wanted to 
collect for a claim from your insurance, you would be hard pressed 
to accept their offer. Your company, National Telcom Corporation 
(NTC) and its wholly-owned subsidiary Telcom Insurance Services 
Corporation (TISC), are unique in the way we earn our customers 
and gain their respect. We take satisfaction in our capacity to 

care for our customers as if they were family. This President and 
Chairman of the Board’s Report will be just a piece of the overall 
Telcom Insurance Group Annual Report which will chronicle the 
past year and provide you, the reader, with information that will 
allow you to continue to trust, respect, and support this Company

The Insurance Industry in 2006…
In 2006, the insurance industry struggled with many things—but 
at least for one year Mother Nature was not one of them. After a 
year when Hurricanes Katrina and Rita devastated the gulf coast 
causing $45.2 billion of damage, 2006 was a year of calm with 
little damage from storms.  The insurance market for consumers 
saw decreasing rates, which in part, were fueled by the absence 
of natural catastrophes. Certain lines of business and geographic 
areas including coastal locations did not see as much relief, and 
the commission income paid to agents for selling and servicing 
policies was for the second year in the regulators sights.  

Major Highlights of the Year for Telcom…
National Telcom Corporation monitored the events that created 
challenges for the insurance industry and worked diligently to make 
sure that the impact to the members of the National Telecommunications 
Cooperative Association (NTCA) would be minimal.  As an example, 
National Telcom Corporation does not pay commission to its own 
agency, Telcom Insurance Services Corporation, and for that reason 
it has never had to deal with the negative implications of having a 
sales force that is selling a product only for the money and not the 
best interest of the customer. In the insurance industry trust, stability 
and expertise are critical operating requirements and you gain them 
by putting a well thought-out conservative business plan into action. 
Our results for 2006 which will follow speak volumes about what we 
have designed and achieved.

We continued building off of the reserve strength of the prior two 
years by reserving the highest dollar amount for reserves for claims/
losses in Company history. Thus, with a secure foundation in place, 
Telcom commenced with responsible growth and development of 
the entire program.  Despite the softening insurance market, premium 
growth returned in 2006 as expected after a year of less than 1% 
growth in 2005. The policyholder count tells of a robust and thriving 
business with property and casualty customers increasing from 128 
to 138 to 153 in the past three years respectively. The total insured 
count of NTCA members utilizing the Telcom Insurance Group for 

Richard K. Veach         Peter J. Elliott, CPCU
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some form of policy protection has reached 221 members.  A strong 
and growing customer base with stable premiums and carefully 
managed expenses allowed the Company to post a modest profit for 
the year, despite having a small underwriting loss. According to the 
National Underwriter, the insurance industry as a whole generated a 
combined ratio of 94% which means that for each dollar in premium 
collected, losses and expenses consumed 94 cents of every dollar 
leaving a 6 cent profit per dollar.  Based upon our industry’s results, 
we are pleased with the results that we have generated.  These 
factors simply scratch the surface of the accomplishments and the 
plans that have situated NTC for successful operating years both 
currently and in the future.

A major force in the success in the policyholder areas is based 
on our relationship with our fronting carrier, Great American In-
surance Company. This relationship has grown and increased its 
already strong benefit to the NTCA membership, and it was re-
newed for another year in January of 2007.  Great American Insur-
ance Company is a well respected and financially stable insurance 
company that understands the values of rural America. They have 
been instrumental in providing loss prevention and claims service 
that is unrivaled.  Their excellence in these areas coupled with 
their understanding of the rural telecommunications industry and 
the Telcom Insurance Group, acting as the steward, have created a 
one-of-a-kind program. The Telcom staff deserves recognition for 
all the hard work that they endured to develop this business part-
nership and for helping foster an understanding of both the geo-
graphic and industry-related nuances of NTCA member systems.

The Company also achieved great results in a Private Placement Stock 
Offering that opened in February of 2006. The offer which authorized 
the sale of 600 shares of common stock for $3,000 per share has 
been very well received. As of the date of this report 401 shares have 
been sold and there is a verbal commitment for another 60 pending.  
The NTCA Member-based ownership has reached 36 which include 
NTCA, itself, as an owner and sponsor of the Company.  We welcome 
11 new owners which include two from SCN conversions which are 
Peoples Telecommunications (KS) and Industry Telephone Company 
(TX).  The new owners from sale of stock include: Stanton Telecom 
(NE), Wiggins Telephone Association (CO), Glenwood Telephone 
Company (GA), Cen-Ark Cellular (AR), Southwest Arkansas 
Telephone Cooperative (AR), Rock Port Telephone Company (MO), 
Scott County Telephone Cooperative (VA), Paul Bunyan Rural 

Telephone Cooperative (MN), and Randolph Telephone Membership 
Corporation (NC) (received their check on 12/29/06 but the stock was 
issued on January 7, 2007).

The report that follows in the pages of our 2006 Annual Report will 
provide an in-depth analysis of the year that was.  The report itself 
is only part of the story of the Company and how we have earned 
the respect of so many. One of the operation’s greatest assets is the 
staff that watches over the insureds and the members that participate 
in the program. The results that we report speak magnitudes about 
the quality of the employees, but the staff themselves can tell our 
story the best. Our legend will be clear and our actions will speak 
volumes.  So listen and watch carefully what we do when you come 
in contact with National Telcom Corporation. You will experience 
and notice a proud history, a bright future, and an incredible story.

We Thank-You for Your Support…
Telcom appreciates our customers and we gives back quite a bit 
to the telecommunications industry and the National Telecommu-
nications Cooperative Association.  The benefit provided by the 
fact that the NTC program is the only nationwide program writ-
ing all lines of insurance that specializes in rural telecommunica-
tions insurance cannot be overlooked. Protection for all members 
regardless of the state they are domiciled can be secured if they 
fit the underwriting model. The employees of National Telcom 
Corporation continue to be the leaders in insurance education and 
risk management for the Association and the telecommunications 
company members.  The staff continues to show that education 
begins at home and safety in the field by educating at NTCA meet-
ings, industry statewide events, and in insureds offices and job 
sites to assure safety is implemented by all workers. The benefits of 
this work, result in direct and indirect savings to National Telcom 
Corporation customers and members of the Association.  We are 
pleased to provide hands-on services and prove that true experts 
in safety roll up their sleeves and visit in the trenches and at the 
jobsite. We believe that leading and training by example is more 
effective than just handing out money to fund safety meetings. 

The employees of Telcom would like to thank you all, our sponsor 
NTCA, Shareholders, Directors, Officers and Policyholders for 
your loyalty, trust and support. Without you it would not have 
been possible to accomplish our goals. Our results are not by 
chance and your protection and trust are not either.  

Richard K. Veach 
Chairman of the Board 

Peter J. Elliott, CPCU
President & Chief Executive Officer
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“Because it has 

Always Been a 

Matter of Trust”

Formed in 1982 from a search committee, National Telcom 
Corporation (NTC) was the fourth (4th) captive and the 
first (1st) association captive licensed in Vermont.  NTC, 

after initial capitalization of $1.1 million through the purchase 
of stock by NTCA and individual member systems, has grown 
current assets to more than $20 million. We welcome all 
members of the National Telecommunications Cooperative 
Association including traditional rural telecommunications 
companies, Statewide Associations, Associate members, and 
Subsidiary members to join our program.  NTC acts as a 
reinsurance company that shares a portion of the risk assumed 
from the primary underwriting company, which is also known as 
a “front”.  Great American Insurance Company acts as Telcom’s 
captive partner and assists in providing exceptional underwriting, 
reinsurance, loss prevention, and claims services. 

In 1989, the National Telcom Corporation program was expanded 
to include its own full-service brokerage facility known as the 
Telcom Insurance Services Corporation (TISC). Together, NTC 
and TISC form the Telcom Insurance Group (TIG).  Telcom is 
the only nationwide program that specializes in property-casualty 
insurance for rural telecommunications companies that is fully 
licensed to do business in every line and in every state where 
NTCA members do business.  Additionally, the only Directors and 
Officers insurance product that is endorsed by NTCA is Telcom’s 
program. The benefits are undeniable; there is absolutely no 
reason to go elsewhere for this coverage as the rate and forms 
are superior to any other products on the market.

As your businesses have evolved over the years, so has the 
Telcom program.  As it stands today, Telcom is an industry 
leader in providing the coverages for all of the exposures of a 
modern telecommunications company—even as your endeavors 
continue to grow and develop.  Furthermore, Telcom utilizes 
specialty line brokers as well as other carriers, such as The 
Hartford, Travelers, AIG, Philadelphia Insurance Companies, 
Employers Insurance Group, and CNA, to provide additional 
coverages to meet your needs.  

Your Captive—Proudly Owned by the Members of

For Telcom, the focus has always been on education.  Through 
the use of insurance and risk management education, training, 
and various other loss prevention services, Telcom continues 
practical hands-on training for the members of NTCA to help 
mitigate your losses.  You know the quality first-hand if you 
have attended one of our sessions at the NTCA Annual Meeting, 
Fall Conference, Regionals, HRNet, OSHA Regulations, various 
Statewide Association meetings, or even at our Annual Risk 
Management Conference.

Telcom’s proud history has helped us get to where we are today.  
As of the end of 2006, there were thirty-five NTCA member 
systems as well as the Association that are Shareholders/owners 
of NTC.  There were 153 insured telecommunications companies 
within the Captive and 221 members for which Telcom provides 
an insurance product.  Clearly, you’ve put your trust in us and 
we appreciate it.
 
While the membership’s property and casualty, specialty lines, 
and risk management needs evolve, so do the programs and 
coverages provided by Telcom.  As such, the traditions and 
foundation of our history provide a benchmark for planning 
and implementation of these future goals.  It’s an exciting time 
for the Company as the organization only continues to improve 
to earn the trust of the members.
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72006 Annual Board Meeting ♠ Vergenness, VT ♠ October 16, 2006

Members present from left to right: (bottom row) Richard K. Veach and Peter J. Elliott; (top row) Richard C. Parker; William 
I. Nexsen, III; Henry G. McNeill; Lonnie D. Pedersen; Charles H. Creason, Jr.; George W. Nostrand; Robbie L. Allen; Michael W. 
Stanley; Loren L. Duerksen; Edgar L. Olson; Leroy H. Lage

Board Members not pictured:  William P. Hegmann and Raymond P. Henagan

Officers of the Corporation:

Richard K. Veach 
Chairman of the Board

Richard C. Parker 
Vice Chairman of the Board

Peter J. Elliott 
President

Michael A. Huffman 
Treasurer/Vice President

Marilyn A. Blake 
Secretary/Executive Vice President

George W. Nostrand 
Assistant Secretary/General Counsel
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“Those who trust  

to chance, must  

abide by the results  

of chance.”

−Calvin Coolidge  
(1872 – 1933)

National Telcom Corporation (NTC) and Telcom Insurance 
Services Corporation (TISC) provide insurance protection 
for the members of the National Telecommunications 

Cooperative Association (NTCA).  The Companies operate as 
a captive insurer and an independent insurance agent/broker.  
This organizational structure allows us to serve the needs of all 
members regardless of their geographic location or insurance 
coverage needs.  Protecting our customer’s business, which 
includes property or assets, employees, and revenue is our main 
focus.  Securing peace of mind and stability which earns the 
trust of our customers is the reward of successfully completing 
the mission. 

In 2006, our fronting insurance carrier, Great American Insurance 
Company, renewed its contract to support the NTC program. 
The goal of the underwriting department was to build upon this 
relationship and to further develop, not only the program, but also 
the relationships between the front, the Captive, and the valued 
customers. Value-added, personalized risk management and 
claims programs were developed for over 75% of the insured base. 
These programs happen at the telecommunications provider’s 
business site and are done mainly one-on-one. This approach is 
unrivaled by any provider of coverage for telecommunications 
companies in the insurance industry. 

Exceptional service continues to be the cornerstone of the operation. 
There are many insurance products available to telecommunications 
providers, but none that come with the service standards Telcom 
aspires to uphold and better yet none that are offered by individuals 
who care as much as we do about the well being of those we serve. 
The service that is provided comes from a seasoned professional 
staff that believes that each insured is a member of the family. In 
2006, we reaffirmed our pledge of providing excellence in service. 
This is a continuation of our written contract with our customers that 
was introduced in 2003. 

Underwriting Update
In 2006, the insurance marketplace was classified as “softening” 
with respect to availability and affordability of insurance 
coverage for consumers.   The average decrease in premium 
rate for all commercial consumers in the United States last year 
was approximately 6.6%. However, as insurers felt a bit more 
comfortable since Mother Nature spared them the hurt she 

dished out in 2005, the rate decreases hit 8% by December. 
The market is driven by economic conditions in the country, 
but it will also be swayed by large natural and man-made 
catastrophes. Even in the best economy, events like 9/11 or 
Hurricanes Katrina and/or Rita will impact the cost of insurance 
for all consumers—not just those in the area of the loss. There 
is a need for the insurance industry, and insurance companies 
in particular, to offer an acceptable rate-of-return to investors 
in order to keep capital in this sector of the economy. The 
return to investors is affected by expenses of the operation and 
the charges to cover known and unknown losses/claims. Only 
when adequate premium is collected will the rate of return be 
acceptable to investors.  The insurance industry as a whole 
reported a 92% combined ratio for 2006; breakeven is 100%, 
which means the prior year was very positive for the insurance 
industry as a whole. 

By maintaining a conservative approach to managing operations, 
National Telcom Corporation operation was able to avoid the 
industry rate roller coaster in many lines of insured business in 
2006. This approach to control expenses, conservatively utilize 
the benefits of investment income, provide adequate loss reserves 
and manage the assumption of higher hazard risk provides a 
stable market for all NTCA members to access.   In order to avoid 
the peaks and valleys of the premium rate cycle, the Company 
has concentrated on management of expenses and loss trend 
analysis. We are carefully watching expenses and maintaining 
service excellence but at minimal cost to our customers which 
is one part of the ultimate cost consumers pay for insurance. We 
are also watching for loss trends and implementing proactive 
loss prevention methods to assist in keeping the second 
variable to cost of insurance for our customers stable.  Total 
operating expenses increased approximately 7% in 2006. This is 
significant when one considers that this was supported by a 5% 
increase in the Captive’s written premium and a 17% increase 
in commission income for all specialty insurance products sold 
outside of the Captive.  In addition to expense management, 
the conservative investments of NTC, which yielded $414,030 
of income, have been used to lessen the impact that customers 
of other insurers may have felt during times of economic 
turbulence.  Loss trends continue to be addressed, and the 
Company has excellent loss prevention programs for ergonomic 
stress and strain issues, lightning and electrical grounding, 
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OSHA compliance, and jobsite safety—including bucket truck 
operation, tower maintenance and automobile usage, all of 
which have had a positive impact on loss experience for our 
insureds. In 2007, we will introduce network/data privacy into 
our loss prevention program and address the growing concerns 
that this area is causing.  Even with all of the work we have 
done in maintaining stable expenses and watching for loss 
trends, in general terms, Telcom’s success will be improved 
upon, if the NTCA membership recognizes the positive aspect 
of aggregating insurance with one market and one company. 
NTC was created for exactly this purpose and with this in mind. 
We are still the only national provider of insurance with all lines 
of insurance written directly and maintaining that will require 
members of the Association to embrace the “power of unity” 
and of being one.  Clearly, remaining an open market for the 
insurance needs of the NTCA membership in all states and lines 
of insurance requires a conservative and unified approach.

Underwriting premium in 2006 grew by approximately 5%, and 
there was positive development of the insured base despite the 
softening insurance marketplace. Written premium reached a 
new historical high with total year-end premium in the captive 
at $11,696,585. The new business written and continued growth 
and development of insured telecommunications operations 
was a key factor.  It was offset by the rate reductions that are 
occurring in the insurance industry. Retention of customers was 
recorded at 93% in 2006 which is a testament to the fact that we 
are meeting the needs of those we serve for all lines of business 
in all states.

The underwriting department of National Telcom Corporation 
and Telcom Insurance Services Corporation is proud to have 
successfully managed the challenges that 2006 offered. The 
employees of the operation stand ready to build upon the year 
and improve the department for the future.  All business will 
be conducted with an “eye on” offering the best security and 
stability to the members of the National Telecommunications 
Cooperative Association.

Field Services Update
Telecommunications operations continue developing and new 
services are being offered all the time. It is only with a thorough 
understanding of telecommunications operations that we can 

determine the appropriate insurance and coverage needs of the 
membership. Every visit to your facility is like getting to know 
the customer all over again.  The field staff blends education, 
fact finding and social interaction into their visits with NTCA 
members. The result is an unparalleled approach of using 
insurance and risk management solutions to meet the needs 
of the NTCA membership.  In 2006, our customers continued 
to increase the use of digital television operations as a fruit of 
their effort to run fiber optic cable to homes. The field staff of 
Telcom and the risk management department worked together 
to promote non-insurance transfer solutions for customers and 
prospects offering this service. This is a perfect example of how 
and why a captive insurance company is different than most 
insurance operations that specialize in insuring, avoiding, or 
managing risk…but usually not all three. 

Even with increased use of electronic means of communications, 
nothing can take the place of a personal visit and hearing the 
customer’s story face-to-face. We earn your trust in many ways, 
and we are grateful for the opportunity.

Thank You
National Telcom Corporation is in the risk taking business.  We, 
however, value our relationship with our customers too much to 
leave risk and the protection for them to chance. With your help 
and well planned conservative management, NTC will continue 
to be the best and the only nationwide telecommunications 
program offering all lines of insurance to the members of the 
NTCA.  Our accomplishments would not be possible if we did 
not have the support of loyal Association member Owners, 
Directors, Officers, Policyholders, and support vendors. 

“Exceptional service 

continues to be the 

cornerstone of the 

operation.”



2006…A Year of Growth 

Telcom embarked on its sixth stock offering in 2006, and it 
has met with phenomenal success.  376 of the 600 shares 
offered to the NTCA membership were sold by year-end, 

adding $981,641 to Shareholders’ Equity and increasing the 
number of shareholders from 25 to 35.  The net cash proceeds 
from the offering were $770,303.

The offering allowed Subordinated Capital Note (SCN) holders 
to exchange the principle of the notes for shares and a new 
debt instrument, the Subordinated Capital Interest Obligation 
(SCIO).  The SCIO pays the holder the interest that would have 
been earned on the remaining life of the seven-year seven 
percent notes.  The present-value of the SCIO was netted against 
additional paid-in capital; and was $68,662 for the $280,000 of 
SCN principle that was exchanged for 93 shares ($1,000 was 
returned to a note holder to correct rounding).  

Although the exchange of SCN principle for shares and SCIO’s 
is a non-cash transaction, it directly affects the operational 
net income in future years.  The SCN principle balance was 
$2,540,000 and the annual interest expense was $177,800 prior 
to the exchanges in 2006.  The current balance is now $2,260,000 
and the annual interest expense now is $158,200.  The 2006 
exchanges save Telcom $19,600 in annual interest expense.

Operations were Strong
Operationally, 2006 was a strong year for Telcom.  Net written 
premium increased 4.5% over the 2005 results based on the 
increase of insurable assets and insurance exposure with our 
current policyholders and the net addition of 15 property-
casualty policyholders. The structure of the program remained 
the same as last year, with Telcom assuming 50% of casualty 
losses up to $500,000 and 50% of property losses up to $250,000.  
2006 was the second year under this structure, so the change 
in the unearned premium reserve is again negative, indicating 
growth in the program.

Commission income grew dramatically in 2006, increasing 
by $140,248 or 21.3% over the prior year.  This is due to the 
success of the NTCA-sponsored Directors and Officers Liability 
Insurance program, the volume of excess liability premium, and 
the placement of some policyholders outside of the Captive.  
Telcom strives to be the “one-stop-shop” for the insurance 
needs of NTCA members, and that sometimes entails searching 
other markets for the best fit to the member’s particular needs.  
Telcom also seeks to leverage its capacity and professional 
expertise by assisting other associations with their insurance 
programs.  These activities generate additional commission 
revenue for Telcom.

Financial Report ♠ Michael A. Huffman, CPA
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“By far the best proof 

is experience.”

−Sir Francis Bacon
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Telcom pays a royalty to NTCA for its endorsement of the 
Directors and Officers program, and royalty payments to the 
Association totaled $37,325 and $31,945 in 2006 and 2005, 
respectively.  Telcom strives to support NTCA, and in addition to 
the royalty it paid over $62,800 in direct sponsorship, business 
and contributions to the Association and its membership.

Reserving for Losses
Managing the reserve for losses and Loss Adjustment Expenses 
is of paramount concern for Telcom.  2006 was a year of low 
frequency but high severity.  Cash disbursements for losses were 
$2,187,168 in 2006, which is $421,361 less than what they were 
in 2005.  The Incurred Loss Ratio of 66% of Earned Premium 
added $3,084,054 to the reserve, and at year-end the balance 
was $4,850,990 – the highest in Telcom’s 24-year operational 
history.  By way of contrast, the Incurred Loss Expenses and 
reserve balances were $2,975,520 and $3,954,104 in 2005 and 
$3,088,818 and $3,587,113 in 2004.  The Incurred Loss Ratios 
used those years were 65% in 2005 and 67.08% in 2004.

Telcom uses an independent consulting actuary to certify the 
reserve adequacy.  The reserve is management’s best estimate 
of the future obligation of Telcom to indemnify policyholders 
for covered losses.  The actuary forms an opinion based on 
Telcom’s prior experience, industry data and other information.  
The reserve is, however, an estimate and is subject to change.

Normal operations, the decrease in disbursements for losses, and 
the proceeds from the stock offering resulted in an increase in 
Telcom’s year-end cash and investment balances by $1,671,754 
or 14.2%.  The bulk of Telcom’s portfolio is cash held on deposit 
with Great American Insurance Company.  This deposit secures 
Telcom’s relationship with Great American, and they pay an 
attractive rate-of-return.  The rest of the portfolio is held in 
government-secured Collateralized Mortgage Obligations 
(CMO’s), money market accounts, government bonds and cash.  
Overall, the portfolio generated $414,031 of net investment 
income in 2006.  

As a non-admitted reinsurance company, Telcom must provide 
security to the other insurance companies that it partners with.  
The relationship with Great American is secured by the cash-on-
deposit with them; the relationships with Travelers Insurance 
Company and Liberty Mutual Group are secured with letters-
of-credit (LOC’s).  At December 31, 2006, the LOC’s totaled 
$1,095,819 and were secured by investments with a market 
value of $1,200,670.  As time passes, the security requirements 
for Travelers and Liberty will diminish.

Fulfilling the Mission Statement
The influx of capital and the strength of operations propel 
Telcom to new heights of capacity and capability.  This growth 
enhances Telcom’s ability to fulfill its mission – to be the 
insurance source for NTCA and its membership. 
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“The influx of capital 

and the strength of 

operations propel 

Telcom to new heights 

of capacity and 

capability.”



 At December 31,
Assets 2006 2005

Fixed maturity securities, available for sale $ 3,038,453 $ 2,253,933
Cash and cash equivalents  1,513,497  1,070,071
Funds held by insurance companies  8,901,950  8,458,142
Agency billings receivable from insureds  6,131,685  4,482,143
Assumed reinsurance premiums receivable  171,881  -
Deferred policy acquisition costs  210,786  222,579
Federal income taxes recoverable  -  5,031
Net deferred tax asset  264,720  241,719
Deposits  57,802  94,282
Other assets  195,393  172,920

Total Assets $ 20,486,167 $ 17,000,820

Liabilities and shareholders’ equity

Liabilities:
Reserve for losses and loss adjustment expenses $ 4,850,990 $ 3,954,104
Unearned premiums  1,502,228  1,414,376
Premiums and commissions billed or collected in advance  191,983  111,636
Accounts payable and accrued expenses  327,771  390,028
Agency billings payable to insurance carriers  6,420,236  4,769,238
Federal income taxes payable  12,136  -
Subordinated capital notes and accrued interest  2,369,758  2,584,328
  Total Liabilities  15,675,102  13,223,710

Shareholders’ Equity:
Common stock: Class B - $1,000 par value, 5,000 shares
   authorized, 1,227 and 851 shares issued and   1,227,000  851,000
   outstanding as of December 31, 2006 and 2005, respectively
Additional paid-in capital  1,385,367  779,726
Retained earnings  2,265,200  2,206,861
Accumulated other comprehensive loss  (66,502)  (60,477)

     Total shareholders’ equity  4,811,065  3,777,110

Total liabilities and shareholders’ equity $ 20,486,167 $ 17,000,820

National Telcom Corporation and Subsidiary ♠ Consolidated Balance Sheets
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National Telcom Corporation and Subsidiary ♠ Consolidated Statements of Income and Comprehensive Income

 Years ended December 31,
Revenues 2006 2005

Premiums earned, net $ 4,672,809 $ 4,577,723
Commission income  798,521  658,273
Investment income  591,599  522,850
Realized losses on investments        (11,067)        (32,433)
Other income  15,790  14,548
              
              Total Revenues  6,067,652  5,740,961

Expenses
Losses and loss adjustment expenses  3,084,054  2,975,520
Salaries and employee benefits  1,125,650  1,031,125
Amortization of policy acquisition costs  799,707  772,131
Other operating expenses  813,257  752,100
Interest expense  177,568  177,800

               Total Expenses  6,000,236  5,708,676

               Income before federal income taxes   67,416  32,285
               Federal income tax expense (benefit)   9,077  (28,918)

               Net income  $ 58,339 $ 61,203

Comprehensive Income
Net income $ 58,339 $ 61,203
Other comprehensive income:
Net unrealized holding losses arising during the period  (20,196)  (42,666)

Less:  reclassification adjustment for realized losses included in net income  11,067  32,433

  (9,129)  (10,233)
                Income tax benefit related to items of other
                      comprehensive income  3,104  3,479

                Total other comprehensive loss  (6,025)  (6,754)

                Comprehensive income  $ 52,314 $ 54,449

Note:  Johnson Lambert & Co. LLP, 

Certified Public Accountants, has 

audited the consolidated financial 

statements of National Telcom 

Corporation and subsidiary as of and 

for the years ended December 31, 

2006 and 2005, prepared in conformity 

with accounting principles generally 

accepted in the United States, and 

issued an unqualified opinion on such 

financial statements in their report 

dated April 3, 2007.

These consolidated balance sheets and 

consolidated statements of income and 

comprehensive income of National 

Telcom Corporation for the years 

ended December 31, 2006 and 2005 

were derived from the audited financial 

statements.  The complete audited 

financial statements may be obtained 

from National Telcom Corporation at 

6301 Ivy Lane, Suite 506, Greenbelt, 

MD 20770.

telCoM Insurance Group
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14 Risk Management Matters ♠ Marilyn A. Blake, AU, CRM

“The aim of education 

is not the knowledge 

of fact, but of values.”

−Dean William R. Inge

At Telcom, we believe that education is a key component 
to a comprehensive risk management program and that 
a comprehensive risk management program leads to a 

better customer.  Educated customers understand how to prevent/
mitigate losses to preserve their human and financial assets.  
Because they understand, they take the knowledge and apply 
it at their telecommunications companies making them better 
citizens of their communities and a better customer to Telcom.

During 2006, the main emphasis of Telcom’s Risk Management 
department was the importance of contributing to the community 
through safety and loss prevention techniques on a local level—
at the individual telecommunication’s company.  In reality, when 
the company’s assets, both human and financial, are protected 
through a complete insurance and risk management program, 
your community is a better place.

Educational Offerings
We ascribe to the philosophy that education is the key component 
to a comprehensive risk management program. Through various 
educational endeavors, the goal is to teach the members about the 
importance and value, not just the knowledge of what techniques 
should be used, for safety and loss prevention and allow them 
to facilitate the principles in their own companies.  Telcom 
incorporated several techniques to promote education throughout 
the year, some of which included:  quarterly newsletters and 
safety promotional item mailings; seminars at the NTCA Annual 
Meeting, all Regionals, HRNet, and the Fall Conference; a one 
and a half day OSHA Telecommunications Specific seminar was 
completed for November; participation in the HRNet; authoring 
three articles in the Rural Telecommunications Journal; monthly 
safety  video/training materials sent to 27 NTCA member systems; 
a loss prevention seminar in Williamsburg, VA, that addressed safe 
driving and controlling workers compensation through wellness; 
presenting/sponsoring loss prevention seminars at several 
Statewide Association meetings in New England, Texas, and the 
Pacific Northwest; the Telcom Watch which announced current 
happenings; 2 community art contests—weather and fire safety;  
as well as our annual Risk Management Conference in Reno, NV.  

The Risk Management Conference in Reno, NV, had the theme: 
“Don’t gamble with your company’s insurance and risk management 
needs.  Trust Telcom, your ace-in-the-hole.”  The two day seminar 
was attended by 26 NTCA member systems, all of our major 
insurance partners and brokers, and the entire Telcom staff.  The 
speakers were described as excellent and the sessions, location, 
activities, and networking opportunities were well received as 
practical and useful at the telco level.

Using the electronic medium of email, we promoted a more 
complete understanding of D&O, EPLI, and Fiduciary coverages 
through a quarterly e-letter to all members of NTCA.  We also 
had our first web-cast on this subject scheduled on September 
19th as a new method of educating the membership.  There 
were 33 participants in this training.

Telcom…In Your Community
In addition to our contributions to various members’ annual meetings 
and community days, we promote safety to the younger members 
of your local communities.  During the spring, we sponsored a 
weather-safety art contest for the children of our policyholders and 
their communities.  We had about 100 entries which addressed 
several different weather issues such as tornados, hurricanes, and 
ice storms and we gave away $675 in prize money to the winners.  
We also sponsored an on-going October Fire Safety art contest and 
gave away magnets and brochures to our policyholders to distribute 
in their community to promote fire safety both at home and at work.  
We had more than 500 entries in the Fire Safety Contest and expect 
to have even more each year as this contest continues to grow.

Risk Management/Loss Prevention Analysis
Great American continues to conduct our on-site physical loss 
prevention visits.  Key areas this year were valuations, motor 
vehicle records, lightning protection, OSHA specific compliance, 
fall protection, and accident records as a comparison of the industry 
averages.  We supplemented the costs of Ergonomics/Wellness 
specific training, for both inside and outside employees, through 
Dr. Richard Bunch’s IBS Institute at several seminars during the 
year, both at individual member systems and at several Statewides.  
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Great American continues to offer Driver 
Training, return-to-work implementation, 
on-line web-based safety training, and 
functional capacity testing for specific 
jobs as additional resources for our 
policyholders.  Great American introduced 
a new safety resource in SafetyFirst, a driver 
check program available, at no charge, to 
the first ten policyholders who signed up 
for this service.

Claims Management
TRM continues to act as an advocate and 
facilitator on behalf of the insureds to 
all carriers, past and present, on claims 
matters.  We use trending reports to 
review claims trends for the entire book 
of business as well as for each individual 
system. We then design our educational 
programs to address these concerns. 
Specifically in 2006 we reviewed loss 
ratios by state, the frequency of claims in 
our retention level, and the increase in 
reserves for large losses in the program.  

The Total Package Approach
By strengthening the specific services 
that we offer our insureds through risk 
management education, we strengthen 
our relationship with the individual 
policyholders.  When TRM is combined 
with all of the other services provided by 
Telcom, it makes one impressive package 
for the policyholder and accomplishes 
the goals set out in Telcom’s Mission 
Statement.

“By strengthening 

the specific services 

that we offer our 

insureds through 

risk management 

education, we 

strengthen our 

relationship with 

the individual 

policyholders.”

www.TelcomInsGrp.com • 800-222-4664

Bettering the world of rural telephony...one NTCA member at a time!

“Because it has always been a Matter of Trust”

“The employees and staff at Telcom are wonderful. They are professionals in  
their field but also extend that personal touch and are always willing to assist us  

whether we have a major claim or a simple question. The risk management resources  
they provide to us are second to none. We are so thankful they are here for us.”

–Mary Mongold: Hardy Telephone Company, Lost River, WV

If being treated like family (not just a claim number) and being paid quickly and fairly is 
important to you, then you may not think that all insurance programs are just alike...
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16 Policyholders... One Big Family

“Call it a clan, call it 

a network, call it a 

tribe, call it a family. 

Whatever you call 

it, whoever you are, 

you need one.”

−Jane Howard

The Telcom Insurance Group operates much like a 
family, and we like to think of our customers as part 
of our big diverse family.  As of the end of 2006, 

our Property-Casualty customers are spread throughout the 
United States as follows:

   

   State Percent of Property-Casualty  
 Written Premium by State

AK 5.11%
AL 0.95%
AR 2.00%
GA 0.34%
IA 0.18%
ID 1.07%
IN 2.32%
KS 5.59%
KY 2.01%
LA 1.99%
MD 0.08%
MN 0.96%
MO 1.08%
MS 0.11%
NC 9.89%
ND 0.51%

 

   State Percent of Property-Casualty  
 Written Premium by State

NE 0.21%
NH 0.01%
NM 0.03%
NY 2.42%
OH 1.29%
OK 7.15%
OR 3.86%
PA 0.18%
SC 17.02%
TN 7.55%
TX 20.03%
VA 1.98%
VT 1.76%
WA 1.00%
WI 0.23%
WV 1.11%
TOTAL 100.00%
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When you add the members who are strictly Directors and Officers 
Insurance participants, the following states must be added to 
our map:  California, Maine, Montana, Utah, and South Dakota.   

Each year when additional states are represented by newly 
written insureds, we continue to strengthen the operation and 
add geographic diversity. 
 
National Telcom Corporation…proud, strong, growing, and 
available in all states!

National Telcom 

Corporation…proud, 

strong, growing,  

and available  

in all states!
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NTCA’s Annual Meeting and Expo
San Diego, CA ♠ February 5-8, 2006
The fact that the meeting began on Super Bowl Sunday gave 
us an opportunity to sponsor a really fun event.  We hosted 
the Super Bowl party, aka the Opening Reception, for about 
2000 of our “closest friends”.  There was food, gifts, games, 
raffles, and a pretty interesting game to watch; everyone had a 
fabulous time.  

As we are always honored to do, Telcom also hosted our 
annual “Special Friends” Breakfast on Monday morning for 
approximately 220 policyholders. It’s our way of saying thanks 
for putting your trust in us throughout the year.  The program 
included a state-of-the-company and insurance industry review, 
an introduction of staff and insurance partners, raffle prizes, 
and a PowerPoint display of the 58 companies who not only 
had low losses, but that had actually had no losses during the 
previous calendar year.  Risk management at work…

On Tuesday, the Board of Directors met and the Expo opened.  
Our expo theme of the year was “Don’t gamble with your 
insurance and risk management needs.  Trust, Telcom, your ace-
in-the-hole”.  It was the kick-off to our annual Risk Management 
Conference (RMC), which was held in Reno, NV in June .  At 
our booth at the expo, we gave away very popular flashy light-
up dice as a way to promote the RMC.  

The Association always does a fabulous job and we’re 
glad to be a part of it.  We were pleased to get to see so 
many of our Telcom family and friends at this meeting 
and look forward to future meetings to do the same.   

NTCA’s Regionals 
D&O, EPLI Insurance…What an employer 
doesn’t know can be very costly!
On Tuesday afternoons (Thursday at Region 6), we presented 
an interactive workshop titled Employment Practices Liability-
What an employer does not know can be very costly!  
Sometimes it is not only what you know but what you don’t 
know that you should know, that can cause some employment 
“issues”. Since Telcom is NTCA’s sponsored D&O program 
administrator, this workshop reviewed the most common 

Employment Practices Liability (EPL) trends, claims, and the 
fundamental laws that employers need to understand. As they 
are the leading causes of claims, topics like sexual harassment, 
racial and age discrimination, invasion of privacy, and the 
ADA were discussed..  In addition to providing an overview 
on these topics, effective loss prevention techniques for each 
category of EPL claims were explored with the various groups. 

2005 Risk Management Conference
Reno, NV ♠ June 4-6, 2006
The annual Risk Management Conference is a time to network 
with other NTCA telecommunication company professionals and 
to gain a better understanding of property/casualty insurance and 
risk management specific to your companies.  The two-day session 
included:

the State of Rural telecommunications:  What’s Happening in 
2006! 
Bill Hegmann, NECA’s President & CEO and leading industry 
expert, addressed some of the current issues and trends facing 
rural telecommunication companies today and into the future.  
His thoughts were inspiring, and his “PowerPoint” presentations 
are something to behold.

the State of the Insurance Industry and telcom in 2006
Peter Elliott, President and CEO of Telcom, examined the 
changing world of the insurance industry and where it stands 
today.  We shared Telcom’s plans to respond to your needs and 
how we’ve dealt with and prepared for the changing insurance 
marketplace and your specific industry.

3rd party exposures & legal liability
Peter Elliott, Telcom’s CEO, examined 3rd party exposures such 
as copyright infringement, telephone directory liability, internet 
and cyber liability, and website development that your company 
may encounter in every day work.  He discussed what legal 
liability issues are concerned when you hire sub-contractors as 
well as when the work that you do dictates that you need a 
professional liability policy to cover those exposures.  At the end, 
he looked at a “random draw” of questions from the previous 
year’s  session:  who is a permissible driver, how is business 
income and extra expense covered if your system is down, as 
well as terrorism coverage options.
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SMC—Another ntCA Benefit
Royden Russell, SMC Field Representative, presented an update 
on the NTCA benefit plans including the Group Health Plan, 
Retirement and Security Plan, Savings Plan, and updated the 
group on the various other plans offered by NTCA.  

It’s a near Miss, Why Should I Care About it?
Craig Rapp, President of Utilicom Safety in Texas, spent time 
analyzing the “near miss” of an accident and how that may be 
an indicator of a future, more serious accident.  He discussed 
accident investigation, job safety analysis, identifying hazards, 
and ways to prevent accidents. Accident costs obviously affect 
insurance premiums, so we felt this was an important subject 
to cover.

electronic Disaster Recovery
He was back by popular demand:  Rob Lee, Chief Technical 
Officer, of Midwest Data Center looked at electronic disaster 
recovery and backing up and restoring “data”, especially in light 
of the natural disasters, like Katrina and Rita, ice storms, and 
tornadoes.  All parts of the country are susceptible to some form 
of natural disasters.  Therefore, we considered this session an 
essential part of business continuity planning.

Identity theft
Marilyn Blake, VP of Risk Management at Telcom, led a session 
that looked at Identity theft.  While the problem of identity theft 
is a growing concern, may people are not fully informed of the 
potential costs and effects until they fall victim to the crime. 
Telcom gave risk management tips to help protect your identity 
(personally) as well as some steps you could take as an employer 
to help your employees in this area.  The Travelers Insurance 
Company offers some inexpensive solutions to the costs associated 
with minimizing the individual financial losses associated with 
getting your identity back and we shared these with the group. 

NTCA’s HRNet
Lake Buena Vista, FL ♠ June 11-13, 2006
The purpose of this session was to educate the hands-on HR 
folks on ways they can mitigate EPLI claims by understanding 
the coverages and the responsive risk management techniques/
policies to protect their company from a potential claim. 

NTCA’s Fall Conference
Philadelphia, PA ♠ September 24-27, 2006
In addition to sponsoring the hotel key cards, Telcom 
presented one session on Fit for Duty - Containing Workers’ 
Compensation Costs. It examined making sure your telco 
employees can physically do their jobs. Are new hires tested to make 
sure they are able to perform the tasks specific to their work? Does 
the aging work force play a role in workers compensation claims? Do 
position descriptions match the job and clearly identify the physical 
requirements? This program not only answered these questions, but 
also showed ways to mitigate workers compensation claims by having 
the right people in the right assignments. The fewer the claims, the 
smaller the premium, and the greater the savings the telco will realize 
in time and dollars. This session examined several major factors in 
many workers’ compensation claims, including accident investigation, 
job safety analysis, identifying hazards and ways to prevent accidents.  
We also moderated a session on Business Emergency and Continuity 
planning that had representatives from Cameron Communications 
(LA) and Pioneer Telephone Cooperative (OK) discuss real-life 
examples of putting their business resumption plans to work after 
they encountered natural disasters that interrupted their operations. 

NTCA’s OSHA Compliance Seminar
Atlanta, GA ♠ November 29-30, 2006
When it comes to compliance with the Occupational Safety 
and Health Administration (OSHA), what you don’t know can 
hurt you.  Unless your organization stays up-to-the-minute 
on OSHA’s ever-changing rules, you risk enormous fines and 
penalties.  So, Telcom and Craig Rapp, Utilicom Safety, presented 
a comprehensive seminar which examined the latest OSHA rule 
changes, telecommunication company specific requirements, 
interpretations of “gray areas”, job safety analysis and discussed 
proven strategies and tools for improving safety in general.
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20 The Telcom Family…Our Staff

This Telcom family is just that…a family.  The staff, itself, 
is composed of hard working, dedicated, professional 
individuals who work diligently everyday to provide all of the 

members of the NTCA with the best property casualty and insurance 
risk management services possible…all the while, with a positive, 
caring attitude.  Although there is some crossover, the 2006 team is 
composed of 3 major departments which are:  Underwriting/Field 
Services, Risk Management/Corporate, and Administrative/Finance.  
Pete Elliott, as the CEO, directs all aspects of the Company’s operations 
and is ultimately responsible for underwriting, risk management, 
financial, and corporate functions.  

The Underwriting Department is composed of a Senior Underwriting 
Manager & Director of Specialty Lines, Sue Flanders; three 
Underwriting/Marketing Technicians: Janice Johnson, Todd Travis, 
and Tisa Smith; an Insurance Program Technician in Wisconsin, 
Bonnie Gauerke; and two Senior Account Executives (Field Services), 
Joyce Hermann in Maryland and Chris Jones in Texas.  As a group 
they handle the entire underwriting process from initial visit, to 
application, to proposal, to binding, and the customer service needs 
for each individual account after binding.  This group handles all the 
core property casualty lines, as well as specialty lines coverages in 
areas such as Directors and Officers, bonds and Cyberliability.  They 
may handle various geographic regions, but they all work together 
for the benefit of the individual telecommunications company.

The Risk Management/Corporate department includes Marilyn 
Blake as the Vice President; Cheri Condee is the day-to-day Claims 
Specialist; and Stephanie Szymczak, who is the Corporate Trainee.  
The risk management department, is responsible for internal human 
resources, claims and trending, safety and loss control education and 
training, meeting and seminar planning, and all Telcom publications 
and communication pieces.  The Corporate department also handles 
Shareholder and Board administrative needs for the Officers.

The Administrative/Finance department is headed by Mike Huffman 
who is the CFO. He is assisted by Beckie Menard, the Finance/
Operations Specialist,  in managing all financial, information 
technology, and office management functions of the Company.  
After year-end, we hired a new finance/accounting assistant, Kim 
Spear—who you’ll see in upcoming Annual Reports.

For more specific information and some pictures on each member 
of the family, go to the website www.TelcomInsGrp.com to 
“About Telcom” and then to “Telcom Staff”.  We’re proud that 
together, the combined efforts of this family provide outstanding 
professional services to all of the members of NTCA.  
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