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OR
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108 Gloucester Road

Wanchai, Hong Kong

0000

(Address of Principal Executive Offices) (Zip Code)

(852) 3618-8608

Registrant�s telephone number, including area code

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

Title of each class     Name of each exchange on which registered

None       

Not Applicable

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

Class �A� Voting Common Stock, no par value

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined by Rule 405 of the Securities Act.
 [ ] Yes  [x] No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Act.  [x]
Yes  [ ] No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  [x] Yes  [ ] No
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Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (section 232.406 of this chapter) during the preceding 12 months
(or for such shorter period that the registrant was required to submit such files).  

Yes [x] No [ ]
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.
 [ ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.

Large accelerated filer

[ ]

Accelerated filer

[ ]
Non-accelerated filer

[ ]

Smaller reporting company

[x]
Emerging growth company

[ ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.  [  ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
[X] No [  ]

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of the last business day of the registrant�s most recently completed second fiscal quarter. The Registrant�s
shares were last sold at a price of $1.01 per share.   Although the Registrant�s stock has very few trades and limited
volume, based on the last sales price of $1.01 shares held by non-affiliates would have a market value of $253,425.

As of December 27, 2018, the Registrant had 5,251,309 shares of common stock issued and outstanding.

No documents are incorporated into the text by reference.
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PART I

ITEM 1.

BUSINESS

The Company was incorporated under the laws of the state of Utah on October 25, 1972, under the name of Electronic
Agricultural Machinery Development Corporation.  In 1974, the Company changed its name to Zenith Development
Corporation.  In 1980, the Company changed its name to Alternative Energy Resources, Inc.  In 2004, the Company
changed its name to Trafalgar Resources, Inc.

Initially, the Company sought to develop and market inventions, including an asparagus harvester, a hot water saving
device and a gas alert signal.  Ultimately, none of the inventions were successful and they were abandoned. The
Company ceased to conduct any business and has not conducted any business during the last three years.

Currently, the Company is in the process of investigating potential business ventures which, in the opinion of
management, will provide a source of eventual profit to the Company.  Such involvement may take many forms,
including the acquisition of an existing business or the acquisition of assets to establish subsidiary businesses.  All
risks inherent in new and inexperienced enterprises are inherent in the Company�s business.

The Company is not currently conducting any business, nor it has conducted any business for several years. Therefore,
it does not possess products or services, distribution methods, competitive business positions, or major customers.
 The Company does not possess any unexpired patents or trademarks and all of its licensing and royalty agreements
from the inventions it sought to market in the past have since expired, and are not currently valid. The Company does
not employ any employees.     

The selection of a business opportunity in which to participate is complex and risky. Additionally, as the Company
has only limited resources, it may be difficult to find good opportunities.  There can be no assurance that the Company
will be able to identify and acquire any business opportunity which will ultimately prove to be beneficial to the
Company and its stockholders. The Company will select any potential business opportunity based on management's
business judgment.

The activities of the Company are subject to several significant risks which arise primarily as a result of the fact that
the Company has no specific business and may acquire or participate in a business opportunity based on the decision
of management which potentially could act without the consent, vote, or approval of the Company's stockholders.
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 The risks faced by the Company are further increased as a result of its lack of resources and its inability to provide a
prospective business opportunity with significant capital.

ITEM 2.

PROPERTIES

The Company owns no properties and utilizes space on a rent-free basis in the office located at Suite 3102, Everbright
Center, 108 Gloucester Road, Wanchai, Hong Kong. This arrangement is expected to continue until such time as the
Company becomes involved in a business venture which necessitates its relocation, as to which no assurances can be
given.  The Company has no agreements with respect to the maintenance or future acquisition of the office facilities;
however, if a successful merger/acquisition is negotiated, it is anticipated that the office of the Company will be
moved to that of the acquired company.  

The Company is not actively engaged in conducting any business.  Rather, the Company is in the process of
investigating potential business ventures which, in the opinion of management, will provide a source of eventual profit
to the Company.  Therefore, the Company does not presently intend to invest in real estate or real estate securities, nor
has it formulated any investment policies regarding investments in real estate, real estate mortgages, or securities of or
interests in persons engaged in real estate activities.

ITEM 3.

LEGAL PROCEEDINGS

None.

ITEM 4.

MINE SAFETY DISCLOSURES

The Company has no mining operations.
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PART II

ITEM 5.

MARKET FOR COMPANY'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

The Company�s common stock is quoted on the OTCQB under the symbol �TFLG.�  Set forth below are the high and
low bid prices for the Company's Common Stock for the respective quarters.  Although the Company's common stock
is quoted on the OTCQB it has traded sporadically with no real volume and there is currently no ask price.
Consequently, the information provided below may not be indicative of the Company's common stock price under
different conditions.

Quarter Ended High Bid Low Bid
September 2018 $1.50 $1.50
June 2018 $1.20 $1.05
March 2018 $1.05 $0.55
December 2017 $1.01 $0.55

September 2017 $1.01 $0.55
June 2017 $1.01 $0.55
March 2017 $1.01 $0.55
December 2016 $1.01 $0.55

September 2016 $1.01 $0.50
June 2016 $1.01 $0.50
March 2016 $1.01 $0.50
December 2015 $1.01 $0.50

At December 21, 2018, the bid and ask price for the Company's Common Stock was $1.50 and $1.50.  All prices
listed herein reflect inter-dealer prices, without retail mark-up, mark-down or commissions and may not represent
actual transactions.

Recent Sales of Unregistered Securities

The Company had no sales of securities in 2018 or 2017.  
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Holders 

At December 27, 2018, the Company had approximately 227 shareholders of record and beneficial owners based on
information obtained from the Company�s transfer agent.

Dividends 

Since its inception, the Company has not paid any dividends on its common stock and the Company does not
anticipate that it will pay dividends in the foreseeable future.

Securities authorized for issuance under equity compensation plans

The Company does not have securities authorized for issuance under any equity compensation plans

Performance graph

Not applicable to smaller reporting companies.
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Purchases of Equity Securities by the Issuer and Affiliated Purchasers

The Company did not repurchase any shares of the Company�s common stock during 2018.

ITEM 6.

SELECTED FINANCIAL DATA

Not applicable to a smaller reporting company.

ITEM 7.

MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Special Note Regarding Forward-Looking Statements

This Form 10-K contains certain forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995.  For this purpose, any statements contained in this Form 10-K that are not statements of
historical fact may be deemed to be forward-looking statements.  Without limiting the foregoing, words such as �may�,
�will�, �expect�, �believe�, �anticipate�, �estimate� or �continue� or comparable terminology are intended to identify
forward-looking statements.  These statements by their nature involve substantial risks and uncertainties, and actual
results may differ materially depending on a variety of factors, many of which are not within our control.  These
factors include by are not limited to economic conditions generally and in the industries in which we may participate;
competition within our chosen industry, including competition from much larger competitors; technological advances
and failure to successfully develop business relationships.

Plan of Operation

The Company is in the process of investigating potential business ventures which, in the opinion of management, will
provide a source of eventual profit to the Company.  Such involvement may take many forms, including the
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acquisition of an existing business or the acquisition of assets to establish subsidiary businesses.  The Company�s
management does not expect to remain involved as management of any acquired business.

As the Company possesses limited funds, the Company will be extremely limited in its attempts to locate potential
business situations for investigation.  The Company intends to commence, on a limited basis, the process of
investigating possible merger and acquisition candidates, and believes that the Company�s status as a publicly-held
corporation will enhance its ability to locate such potential business ventures.  No assurance can be given as to when
the Company may locate suitable business opportunities and such opportunities may be difficult to locate; however,
the Company intends to actively search for potential business ventures for the foreseeable future.  

Management anticipates that due to its lack of funds, and the limited amount of its resources, the Company may be
restricted to participation in only one potential business venture.  This lack of diversification should be considered a
substantial risk because it will not permit the Company to offset potential losses from one venture against gains from
another.

Business opportunities, if any arise, are expected to become available to the Company principally from the personal
contacts of its officers and directors.  While it is not expected that the Company will engage professional firms
specializing in business acquisitions or reorganizations, such firms may be retained if funds become available in the
future, and if deemed advisable.  Opportunities may thus become available from professional advisors, securities
broker-dealers, venture capitalists, members of the financial community, and other sources of unsolicited proposals. In
certain circumstances, the Company may agree to pay a finder�s fee or other form of compensation, including perhaps
one-time cash payments, payments based upon a percentage of revenues or sales volume, and/or payments involving
the issuance of securities, for services provided by persons who submit a business opportunity in which the Company
shall decide to participate, although no contracts or arrangements of this nature presently exist.  The Company is
unable to predict at this time the cost of locating a suitable business opportunity.

The analysis of business opportunities will be undertaken by or under the supervision of the Company�s management,
none of whom is a professional analyst and none of whom have significant general business experience.  Among the
factors which management will consider in analyzing potential business opportunities are the available technical,
financial and managerial resources; working capital and financial requirements; the history of operation, if any; future
prospects; the nature of present and anticipated

6
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competition; potential for further research, developments or exploration; growth and expansion potential; the
perceived public recognition or acceptance of products or services; name identification, and other relevant factors.  

It is not possible at present to predict the exact matter in which the Company may participate in a business
opportunity.  Specific business opportunities will be reviewed and, based upon such review, the appropriate legal
structure or method of participation will be decided upon by management.  Such structures and methods may include,
without limitation, leases, purchase and sale agreements, licenses, joint ventures; and may involve merger,
consolidation or reorganization.  The Company may act directly or indirectly through an interest in a partnership,
corporation or reorganization.  However, it is most likely that any acquisition of a business venture the Company
would make would be by conducting a reorganization involving the issuance of the Company�s restricted securities.
Such a reorganization may involve a merger (or combination pursuant to state corporate statutes, where one of the
entities dissolves or is absorbed by the other), or it may occur as a consolidation, where a new entity is formed and the
Company and such other entity combine assets in the new entity.  A reorganization may also occur, directly or
indirectly, through subsidiaries, and there is no assurance that the Company would be the surviving entity.  Any such
reorganization could result in loss of control of a majority of the shares.  The Company�s present directors may be
required to resign in connection with a reorganization.  

The Company may choose to enter into a venture involving the acquisition of or merger with a company which does
not need substantial additional capital but desires to establish a public trading market of its securities.  Such a
company may desire to consolidate its operations with the Company through a merger, reorganization, asset
acquisition, or other combination, in order to avoid possible adverse consequences of undertaking its own public
offering.  (Such consequences might include expense, time delays or loss of voting control.)  In the event of such a
merger, the Company may be required to issue significant additional shares, and it may be anticipated that control
over the Company�s affairs may be transferred to others.

As part of their investigation of acquisition possibilities, the Company�s management may meet with executive officers
of the business and its personnel; inspect its facilities; obtain independent analysis or verification of the information
provided, and conduct other reasonable measures, to the extent permitted by the Company�s limited resources and
management�s limited expertise.  Generally, the Company intends to analyze and make a determination based upon all
available information without reliance upon any single factor as controlling.  

In all likelihood, the Company�s management will be inexperienced in the areas in which potential businesses will be
investigated and in which the Company may make an acquisition or investment.  Thus, it may become necessary for
the Company to retain consultants or outside professional firms to assist management in evaluating potential
investments.  The Company can give no assurance that it will be able to find suitable consultants or managers.  The
Company has no policy regarding the use of consultants, however, if management, in its discretion, determines that it
is in the best interests of the Company, management may seek consultants to review potential merger or acquisitions
candidates.  There are currently no contracts or agreements between any consultant and any companies that are
searching for �shell� companies with which to merge.
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It may be anticipated that the investigation of specific business opportunities and the negotiation, drafting and
execution of relevant agreements, disclosure documents and other instruments will require substantial management
time and attention, and substantial costs for accountants, attorneys and others.  Should a decision thereafter be made
not to participate in a specific business opportunity, it is likely that costs already expended would not be recoverable.
 It is likely, in the event a transaction should eventually fail to be consummated, for any reason, that the costs incurred
by the Company would not be recoverable.  The Company�s officers and directors are entitled to reimbursement for all
expenses incurred in their investigation of possible business ventures on behalf of the Company, and no assurance can
be given that if the Company has available funds they will not be depleted in such expenses.  

Based on current economic and regulatory conditions, management believes that it is possible, if not probable, for a
company like the Company, without many assets or many liabilities, to negotiate a merger or acquisition with a viable
private company.  The opportunity arises principally because of the high legal and accounting fees and the length of
time associated with the registration process of �going public.�  However, should any of these conditions change, it is
very possible that there would be little or no economic value for anyone taking over control of the Company.

7
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Acquisition by HY (HK) Financial Investments, Co., Ltd.

On July 13, 2018, HY (HK) Financial Investments Co., Ltd. a Hong Kong limited company (�HY�) purchased
5,000,000 shares of common stock (the �Shares�) of the Company for $410,000. Of the Shares, 4,937,500, were
acquired from Anthony Escobar, the Company�s Chief Executive Officer and Director, 31,250 were acquired from
Anthony Coletti, the Company�s Principal Accounting Officer, Secretary, Treasurer, and Director, and 31,250 were
acquired from Sean Escobar, a Company Vice President and Director. The Shares represent approximately 95% of the
Company�s issued and outstanding common stock.

HY used funds from its working capital to acquire the Shares and the transaction completed on July 13, 2018.

Summary of Financial Information

We had no revenues in 2018 or 2017.  We had a net loss of $62,758 for the year ended September 30, 2018.  At
September 30, 2018, we had cash and cash equivalents of $nil and negative working capital of $18,059.

The following table shows selected summarized financial data for the Company at the dates and for the periods
indicated. The data should be read in conjunction with the financial statements and notes included herein beginning on
page 10.

STATEMENT OF OPERATIONS DATA:

For the Year Ended

September 30, 2018

For the Year Ended

September 30, 2017
Revenues $                    -      $                 -
General and Administrative
Expenses 42,308 29,118
Net Loss 62,758 54,918
Basic Loss per Share (0.01) (0.01)
Diluted Loss per Share (0.01) (0.01)
Weighted Average Number of
Shares Outstanding 5,251,309 5,251,309
Weighted Average Number of
Fully Diluted Shares
Outstanding 5,251,309 5,251,309
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BALANCE SHEET DATA:
September 30, 2018 September 30, 2017

Total Current Assets $                - $          18,473
Total Assets - 18,473
Total Current Liabilities 18,059 294,321
Working Capital (Deficit) (18,059) (275,848)
Stockholders� Equity (Deficit)  (18,059)  (305,848)

Liquidity And Capital Resources

As of September 30, 2018, the Company had $nil in assets and liabilities of $18,059.  As of September 30, 2018, the
Company had a negative working capital of $18,059. The Company had a negative working capital of $275,848 as of
September 30, 2017.  The Company has only incidental ongoing expenses primarily associated with maintaining its
corporate status and maintaining the Company�s reporting obligations to the Securities and Exchange Commission.
Current management has indicated a willingness to help support the Company�s ongoing expenses through the
purchase of securities of the Company.

For the twelve months ended September 30, 2018, the Company had $42,308 in general and administrative expenses
related to maintaining its corporate status, paying accounting and legal fees and $20,350 in interest expenses.
Management anticipates continuing expenses related to investigating business opportunities and legal and accounting
cost.  Since the debt of Company was waived during the fiscal year, interest expenses had decreased. For the year
ended September 30, 2018, the Company had a net loss of $62,758 compared to a loss of $54,918 for the year ended
September 30, 2017.

Since inception, the Company has not generated significant revenue, and it is unlikely that any revenue will be
generated until the Company locates a business opportunity with which to acquire or

8
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merge.  Management of the Company will be investigating various business opportunities.  These efforts may cost the
Company not only out of pocket expenses for its management but also expenses associated with legal and accounting
costs.  There can be no guarantee that the Company will receive any benefits from the efforts of management to locate
business opportunities.

Management does not anticipate employing any employees in the future until a merger or acquisition can be
accomplished.  Management will continue to rely on outside consultants to assist in its corporate filing requirements.  

Results of Operations

The Company has not had any revenue since inception.  The Company continues to suffer losses related to
maintaining its corporate status and reporting obligations.  Since the debt of Company was waived during the fiscal
year, interest expenses had decreased.  For the year ended September 30, 2018, we incurred a loss of $62,758 and had
no revenue as compared to a loss of $54,918 for the year ended September 30, 2017, with no revenue.

Off-Balance Sheet Arrangements.

The Company does not have any off-balance sheet arrangements and it is not anticipated that the Company will enter
into any off-balance sheet arrangements.

ITEM 7A.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not applicable to smaller reporting companies.

9
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the board of directors of Trafalgar Resources, Inc.

Opinion on the Financial Statements

We have audited the accompanying balance sheet of Trafalgar Resources, Inc. (the "Company") as of September 30,
2018 and the related statements of operations, stockholders� deficit, and cash flows for the year then ended, and the
related notes (collectively referred to as the �financial statements�). In our opinion, the financial statements present
fairly, in all material respects, the financial position of the Company as of September 30, 2018, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles generally accepted in
the United States of America. The financial statements of the Company as of September 30, 2017, were audited by
other auditors whose report dated December 27, 2017 expressed an unqualified opinion on those statements.

Basis for Opinions

These financial statements are the responsibility of the Company�s management. Our responsibility is to express an
opinion on the Company�s financial statements based on our audit. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (�PCAOB�) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of
the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform,
an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an
understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the
effectiveness of the Company�s internal control over financial report. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
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examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also
included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis
for our opinions.

Substantial doubt about the Company's ability to continue as a going concern

The accompanying financial statements have been prepared assuming that the Company will continue as a going
concern. As discussed in Note 3 to the financial statements, the Company has suffered recurring losses from
operations and has stockholder�s deficit that raise substantial doubt about its ability to continue as a going concern.
Management's plans in regard to these matters are also described in Note 3. The financial statements do not include
any adjustments that might result from the outcome of this uncertainty.

/s/ Lo and Kwong C.P.A. Company Limited

We have served as the Company's auditor since fiscal year 2018.

Suites 313-316

3/F., Shui On Centre

6-8 Harbour Road

Wanchai, Hong Kong

January 4, 2019
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TRAFALGAR RESOURCES, INC.

Balance Sheets

September 30,
2018

September 30, 2017

ASSETS

CURRENT ASSETS
Cash $ - $ 15,140
Prepayment - 3,333
TOTAL CURRENT ASSETS - 18,473

TOTAL ASSETS $ - $ 18,473

LIABILITIES AND STOCKHOLDERS�
DEFICIT

CURRENT LIABILITIES
Accounts payable $ 3,959 $ 632
Interest payable � related party - 103,589
Income taxes payable 100 100
Amount due to a related party 14,000 -
Notes payable � related party � Current - 190,000
TOTAL CURRENT LIABILITIES 18,059 294,321

LONG-TERM LIABILITY
Notes payable � related party - 30,000
TOTAL LONG-TERM LIABILITY - 30,000

2

Edgar Filing: Trafalgar Resources, Inc. - Form 10-K

24



Table of Contents

RISK FACTORS

All material risks and uncertainties currently
known regarding our business operations are
included in this section. If any of the following
risks, or other risks and uncertainties that we
have not yet identified or that we currently
consider not to be material, actually occur, our
business, prospects, financial condition, results
of operations and cash flows could be
materially and adversely affected.

If we expand our operations too rapidly and
do not manage that expansion effectively, our
financial performance could be adversely
affected.

We have experienced rapid growth since our
incorporation in January of 1989. We intend to
continue to grow by developing new products,
expanding into new product lines, expanding
our insurance distribution network and,
possibly, making strategic acquisitions
(including the recently completed acquisition
of TCC effective January 1, 2006). Continued
growth will impose significant demands on our
management, including the need to identify,
recruit, maintain and integrate additional
employees. We may experience higher than
anticipated indemnity losses arising from new
and expanded insurance products. In addition,
our systems, procedures and internal controls
may not be adequate to support our operations
as they expand. Any failure by us to manage
our growth effectively could have a material
adverse effect on our business, financial
condition or results of operations. In addition,
our historical growth rates may not accurately
reflect our future growth rates or our growth
potential.

Because we are primarily a transportation
insurer, conditions in that industry could
adversely affect our business.

Approximately 72.0% of our gross written
premiums for the year ended December 31,
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2005 and 71.9% for the year ended
December 31, 2004 were generated from
transportation insurance policies including
captive programs for transportation companies.
Adverse developments in the market for
transportation insurance could cause our results
of operations to suffer. The transportation
insurance industry is cyclical. Historically, the
industry has been characterized by periods of
price competition and excess capacity followed
by periods of high premium rates and shortages
of underwriting capacity. We believe we are
currently in the part of the cycle marked by
increased price competition, as compared to
the peak of the hard market in 2002 and 2003.
These fluctuations in the business cycle could
negatively impact our revenues.

Additionally, our results may be affected by
risks that impact the transportation industry
related to severe weather conditions, such as
rainstorms, snowstorms, hail and ice storms,
floods, hurricanes, tornadoes and earthquakes,
as well as explosions, terrorist attacks and
riots. Our transportation insurance business
also may be affected by cost trends that
negatively impact profitability such as inflation
in vehicle repair costs, vehicle replacement
parts costs, used vehicle prices, fuel costs and
medical care costs. Increased litigation of
claims may also negatively impact our
profitability.

Our growth strategy includes expanding into
product lines in which we have limited
experience.

We are continually evaluating new lines of
business to add to our product mix. In some
instances we have limited experience with
marketing and managing these new product
lines and insuring the types of risks involved.
Our failure to effectively analyze new
underwriting risks, set adequate premium rates
and establish reserves for these new products,
or efficiently adjust claims arising from these
new products, could have a material adverse
effect on our business, financial condition or
results of operations. During the start up period
for new products, we generally set more
conservative loss reserves, which could
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adversely affect our statutory capital, net
income and dividends.

We face competition from companies with
greater financial resources, broader product
lines, higher ratings and stronger financial
performance than us, which may impair our
ability to retain existing customers, attract
new customers and maintain our profitability
and financial strength.

The commercial transportation insurance
business is highly competitive and, except for
regulatory considerations, there are relatively
few barriers to entry. Many of our competitors
are substantially larger and may enjoy better
name recognition, substantially greater
financial resources, higher ratings by rating
agencies, broader and
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more diversified product lines and more
widespread agency relationships than we do.
We compete with large national underwriters
and smaller niche insurance companies. In
particular, in the specialty insurance market we
compete against, among others, Lancer
Insurance Company, Lincoln General
Insurance Company (a subsidiary of Kingsway
Financial Services, Inc.), RLI Corporation,
Progressive Corporation, Northland Insurance
Company (a subsidiary of St. Paul Travelers
Corporation), Island Insurance Company,
Clarendon Insurance Company, Great West
Casualty Company (a subsidiary of Old
Republic International Corporation) and
American Modern Home Insurance Company
(a subsidiary of The Midland Company). Our
underwriting profits could be adversely
impacted if new entrants or existing
competitors try to compete with our products,
services and programs or offer similar or better
products at or below our prices.

We have continued to develop alternative risk
transfer programs (often known as captive
insurance), attracting new customers as well as
transitioning existing traditional customers into
the alternative risk transfer programs which
constituted approximately 38.4% of our gross
premiums written as of December 31, 2005.
We believe these programs help solidify the
customer relationship and the retention of our
customer base. A departure of an entire captive
program due to competition could adversely
affect our results.

If we are not able to attract and retain
independent agents and brokers, our revenues
could be negatively affected.

We compete with other insurance carriers to
attract and retain business from independent
agents and brokers. Some of our competitors
offer a larger variety of products, lower prices
for insurance coverage or higher commissions
than we offer. Our top ten independent
agents/brokers accounted for an aggregate of
27.1% of our direct premiums written during
the year ended December 31, 2005, and our top
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two independent agents/brokers accounted for
an aggregate of 11.2% of our direct premiums
written during the year ended December 31,
2005. If we are unable to attract and retain
independent agents/brokers to sell our
products, our ability to compete and attract
new customers and our revenues would suffer.

We are subject to comprehensive regulation,
and our ability to earn profits may be
restricted by these regulations.

We are subject to comprehensive regulation by
government agencies in the states and foreign
jurisdictions where our insurance company
subsidiaries are domiciled (Ohio, Hawaii,
Pennsylvania and the Cayman Islands) and, to
a lesser degree, where these subsidiaries issue
policies and handle claims. Failure by one of
our insurance company subsidiaries to meet
regulatory requirements could subject us to
regulatory action. The regulations and
associated examinations may have the effect of
limiting our liquidity and may adversely affect
results of operations. We must comply with
statutes and regulations relating to, among
other things:

� statutory capital and surplus and reserve
requirements;

� standards of solvency that must be met and
maintained;

� payment of dividends;

� changes of control of insurance companies;

� transactions between an insurance company
and any of its affiliates;

� licensing of insurers and their agents;

� types of insurance that may be written;

� market conduct, including underwriting and
claims practices;

� provisions for unearned premiums, losses
and other obligations;
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� ability to enter and exit certain insurance
markets;

� nature of and limitations on investments,
premium rates, or restrictions on the size of
risks that may be insured under a single
policy;
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� privacy practices;

� deposits of securities for the benefit of
policyholders;

� prior approval of certain corporate
transactions;

� payment of sales compensation to third
parties;

� approval of policy forms; and

� guaranty fund and voluntary market
regulations and assessments.

In addition, state insurance department
examiners perform periodic financial, market
conduct and other examinations of insurance
companies. Compliance with applicable laws
and regulations is time consuming and
personnel-intensive. Our last financial
examination was completed by the Ohio
Department of Insurance on June 18, 2003 for
the period ending December 31, 2001. We
were notified in 2005 that Departments of
Insurance from Ohio, Pennsylvania and Hawaii
will be examining our insurance subsidiaries in
2006 for the period ending December 31, 2005.
We expect the state of Ohio to coordinate this
examination. Any adverse findings by these
insurance departments, or any others that
conduct examinations, can result in significant
fines and penalties, negatively affecting our
profitability. We have not been notified by any
regulatory agency that we are in violation of
any of the applicable laws and regulations
referred to above nor are we aware of any such
violation.

In addition, insurance-related laws and
regulations may become more restrictive in the
future, and new restrictive laws may be
enacted. New or more restrictive regulation in
the future, including changes in current tax or
other regulatory interpretations affecting the
alternative risk transfer insurance model, could
make it more expensive for us to conduct our
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business, restrict the premiums we are able to
charge or otherwise change the way we do
business.

As a holding company, we are dependent on
the results of operations of our insurance
company subsidiaries to meet our obligations
and pay future dividends.

We are a holding company and a legal entity
separate and distinct from our insurance
company subsidiaries. As a holding company
without significant operations of its own, one
of our sources of funds are dividends and other
distributions from our insurance company
subsidiaries. Statutory and regulatory
restrictions limit the aggregate amount of
dividends or other distributions that our
insurance subsidiaries may declare or pay
within any twelve-month period without
advance regulatory approval, and require
insurance companies to maintain specified
levels of statutory capital and surplus.
Insurance regulators have broad powers to
prevent reduction of statutory surplus to
inadequate levels and could refuse to permit
the payment of dividends calculated under any
applicable formula. As a result, we may not be
able to receive dividends from our insurance
subsidiaries at times and in amounts necessary
to meet our operating needs, to pay dividends
to our shareholders or to pay corporate
expenses.

We are currently rated �A� (Excellent) by
A.M. Best, their third highest rating out of 16
rating categories. A decline in our rating
below �A−� could adversely affect our
position in the insurance market, make it
more difficult to market our insurance
products and cause our premiums and
earnings to decrease.

Financial ratings are an important factor
influencing the competitive position of
insurance companies. A.M. Best ratings, which
are commonly used in the insurance industry,
currently range from �A++� (Superior) to �F� (In
Liquidation), with a total of 16 separate ratings
categories. A.M. Best currently assigns us a
financial strength rating of �A� (Excellent). This
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is a recent upgrade from our previous rating of
�A−� prior to June 2004. The objective of
A.M. Best�s rating system is to provide
potential policyholders and other interested
parties an opinion of an insurer�s financial
strength and ability to meet ongoing
obligations, including paying claims. This
rating reflects A.M. Best�s analysis of our
balance sheet, financial position, capitalization
and management. It is not an evaluation of an
investment in our common shares, nor is it
directed to investors in our common shares and
is not a recommendation to buy, sell or hold
our common shares. This rating is subject to
periodic review and may be revised downward,
upward, or revoked at the sole discretion of
A.M. Best.

If our rating is reduced by A.M. Best below
our previous rating of �A−�, we believe that our
competitive position in the insurance industry
could suffer, and it could be more difficult for
us to market our insurance products.
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A downgrade could result in a significant
reduction in the number of insurance contracts
we write and in a substantial loss of business,
as such business could move to other
competitors with higher ratings, causing
premiums and earnings to decrease.

New claim and coverage issues are
continually emerging in the insurance
industry, and these new issues could
negatively impact our revenues, our business
operations or our reputation.

As insurance industry practices and regulatory,
judicial, and industry conditions change,
unexpected and unintended issues related to
pricing, claims, coverage and business
practices may emerge. Plaintiffs often target
property and casualty insurers in purported
class action litigation relating to claims
handling and insurance sales practices. A
recent example of emerging class action
litigation relates to the use of an applicant�s
credit rating as a factor in making risk selection
and pricing decisions. The resolution and
implications of new underwriting, claims and
coverage issues could have a negative effect on
our insurance business by extending coverage
beyond our underwriting intent, increasing the
size of claims or otherwise requiring us to
change our business practices. The effects of
unforeseen emerging claim and coverage
issues could negatively impact our revenues,
results of operations and our reputation.

If our claims payments and related expenses
exceed our reserves, our financial condition
and results of operations could be adversely
affected.

Our success depends upon our ability to
accurately assess and price the risks covered by
the insurance policies that we write. We
establish reserves to cover our estimated
liability for the payment of all losses and loss
adjustment expenses incurred with respect to
premiums earned on the insurance policies that
we write. Reserves do not represent an exact
calculation of liability. Rather, reserves are
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estimates of our expectations regarding the
ultimate cost of resolution and administration
of claims under the insurance policies that we
write. These estimates are based upon actuarial
and statistical projections, assessments of
currently available data, historical claims
information, as well as estimates and
assumptions regarding future trends in claims
severity and frequency, judicial theories of
liability and other factors. We continually
refine our reserve estimates in an ongoing
process as experience develops and claims are
reported and settled. Each year, our reserves
are certified by an accredited actuary from
Great American.

Establishing an appropriate level of reserves is
an inherently uncertain process. The following
factors may have a substantial impact on our
future actual losses and loss adjustment
expense experience:

� the amount of claims payments;

� the expenses that we incur in resolving
claims;

� legislative and judicial developments; and

� changes in economic conditions, including
the effect of inflation.

Such developments could cause our level of
reserves to be inadequate. To the extent that
actual losses and loss adjustment expenses
exceed expectations and the reserves reflected
on our financial statements, we will be required
to immediately reflect those changes by
increasing reserves. When we increase
reserves, the pre-tax income for the period in
which we do so will decrease by a
corresponding amount. In addition to having a
negative effect on reserves and pre-tax income,
increasing or �strengthening� reserves causes a
reduction in our insurance companies� surplus
and could cause a downgrading of the rating of
our insurance company subsidiaries. Such a
downgrade could, in turn, adversely affect our
ability to sell insurance policies.
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Our inability to retain our senior executives
and other key personnel could adversely
affect our business.

Our success depends in part upon the ability of
our executive management and other key
personnel to implement our business strategy
and on our ability to attract and retain qualified
employees. The Company�s loss of certain
senior executives and other key personnel or
the failure to attract and develop talented new
executives and managers could adversely
affect our business. We currently have an
employee retention agreement with only one
member of our executive management.
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Market fluctuations, changes in interest rates
or a need to generate liquidity can have
significant and negative effects on our
investment portfolio.

Our results of operations depend in part on the
performance of our invested assets. As of
December 31, 2005, 87.2% of our investment
portfolio (excluding cash and cash equivalents)
was invested in fixed maturities and 10.3% was
invested in equity securities. As of
December 31, 2005, approximately 68.7% of
our fixed maturity portfolio was invested in
U.S. Government and government agency
fixed income securities and approximately
97.0% was invested in fixed maturities rated
�AAA�, �AA� and �A� by Standard & Poor�s
Corporation.

Certain risks are inherent in investing in fixed
maturities including loss upon default and price
volatility in reaction to changes in interest rates
and general market factors. The fair value of
our fixed maturities will fluctuate as interest
rates change. The current environment of
increasing interest rates may cause the market
value of our fixed maturities to decrease. At
December 31, 2005, we had pretax net
unrealized losses of $4.4 million on fixed
maturities. Changes in interest rates may result
in fluctuations in the income from, and the
valuation of, our fixed income investments.
Large investment losses would significantly
decrease our asset base, and affect our ability
to underwrite new business.

Historically, and during the most recent
extended low interest rate period, we have not
had the need to sell our investments to generate
liquidity. If we were forced to sell portfolio
securities early for liquidity purposes rather
than holding them to maturity, we would
recognize gains or losses on those securities
earlier than anticipated.

We may not be successful in reducing our risk
and increasing our underwriting capacity
through reinsurance arrangements, which
could adversely affect our business, financial
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condition and results of operations.

In order to reduce our underwriting risk and
increase our underwriting capacity, we transfer
portions of our insurance risk to other insurers
through reinsurance contracts. Ceded
premiums written amounted to 21.8% and
26.0%, respectively, of our gross premiums
written for the year ended December 31, 2005
and 2004. The availability, cost and structure
of reinsurance protection are subject to
prevailing market conditions that are outside of
our control and which may affect our level of
business and profitability. We have recently
increased our participation in the risk retention
for certain products in part because we believe
the current price increases in the reinsurance
market are excessive for the reinsurance
exposure assumed. In order for these contracts
to qualify for reinsurance accounting and to
provide the additional underwriting capacity
that we desire, the reinsurer generally must
assume significant risk and have a reasonable
possibility of a significant loss. Our
reinsurance facilities are generally subject to
annual renewal. We may be unable to maintain
our current reinsurance facilities or obtain
other reinsurance facilities in adequate
amounts and at favorable rates. If we are
unable to renew our expiring facilities or
obtain new reinsurance facilities, either our net
exposure to risk would increase or, if we are
unwilling to bear an increase in net risk
exposures, we would have to reduce the
amount of risk we underwrite which could
adversely impact our results of operations.

We are subject to credit risk with respect to
the obligations of our reinsurers and certain
of our insureds. The inability of our risk
sharing partners to meet their obligations
could adversely affect our profitability.

Although the reinsurer is liable to us to the
extent of risk ceded by us, we remain
ultimately liable to the policyholder on all
risks, even those reinsured. As a result, ceded
reinsurance arrangements do not limit our
ultimate obligations to policyholders to pay
claims. We are subject to credit risks with
respect to the financial strength of our
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reinsurers. We are also subject to the risk that
our reinsurers may dispute their obligations to
pay our claims. As a result, we may not
recover sufficient amounts for claims that we
submit to our reinsurers in a timely manner, if
at all. As of December 31, 2005, we had a total
of $68.7 million of unsecured reinsurance
recoverables and our largest unsecured
recoverable from a single reinsurer, Platinum
Underwriters Reinsurance, was $32.2 million.
In addition, our reinsurance agreements are
subject to specified limits and we would not
have reinsurance coverage to the extent that we
exceed those limits.

With respect to our insurance programs, we are
subject to credit risk with respect to the
payment of claims and on the portion of risk
exposure either ceded to the captives or
retained by our clients. The credit worthiness
of prospective risk sharing partners is a factor
we consider when entering into or renewing
these alternative risk
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transfer programs. We typically collateralize
balances due through funds withheld or letters
of credit. To date, we have not, in the
aggregate, experienced material difficulties in
collecting balances from our risk sharing
partners. No assurance can be given, however,
regarding the future ability of these entities to
meet their obligations. The inability of our risk
sharing partners to meet their obligations could
adversely affect our profitability.

We may not be successful in executing our
business plan for our US Virgin Islands
servicing operations.

Hudson Management Group, Ltd. was formed
on July 29, 2004 and received approval of its
application to the US Virgin Islands Economic
Development Commission for a grant of
certain tax abatements and other benefits in
June, 2005. We have hired an initial staff of
professionals, but in order to execute our
business plan, we will need to hire additional
qualified professionals and possibly obtain
additional regulatory approvals. We also need
to establish critical market relationships with
our insurance customers and adopt procedures
and controls necessary to operate effectively
and profitably. Finally, we have developed a
business strategy for our US Virgin Islands
servicing operations based on professional
advice and available guidance from the Internal
Revenue Service. Our failure to effectively
implement our business plan could prevent us
from realizing our US Virgin Islands operating
efficiencies.

Your interests as a holder of our common
shares may be different than the interests of
our majority shareholder, Great American
Insurance Company.

As of December 31, 2005, American Financial
Group, Inc., through its wholly-owned
subsidiary Great American, owns 53.5% of our
outstanding common shares. The interests of
American Financial Group, Inc. may differ
from the interests of our other shareholders.
American Financial Group, Inc.�s
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representatives hold four out of eight seats of
our Board of Directors. As a result, American
Financial Group, Inc. has the ability to exert
significant influence over our policies and
affairs including the power to affect the
election of our Directors, appointment of our
management and the approval of any action
requiring a shareholder vote, such as
amendments to our Articles of Incorporation or
Code of Regulations, transactions with
affiliates, mergers or asset sales.

Subject to the terms of our right of first refusal
to purchase its shares in certain circumstances,
American Financial Group, Inc. may be able to
prevent or cause a change of control of the
Company by either voting its shares against or
for a change of control or selling its shares and
causing a change of control. The ability of our
majority shareholder to prevent or cause a
change of control could delay or prevent a
change of control, or cause a change of control
to occur at a time when it is not favored by
other shareholders. As a result, the trading
price of our common shares could be adversely
affected.

We may have conflicts of interest with our
majority shareholder, Great American
Insurance Company, that we are unable to
resolve in our favor.

From time to time, Great American and its
affiliated companies engage in underwriting
activities and enter into transactions or
agreements with us or in competition with us,
which may give rise to conflicts of interest. We
do not have any agreement or understanding
with any of these parties regarding the
resolution of potential conflicts of interest. In
addition, we may not be in a position to
influence any party�s decision not to engage in
activities that would give rise to a conflict of
interest. These parties may take actions that are
not in the best interests of our other
shareholders.

We rely on Great American to provide certain
services to us including internal audit,
actuarial, legal, and other support services. If
Great American no longer controlled a
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majority of our shares, it is possible that many
of these services would cease or, alternatively
be provided at an increased cost to us. This
could impact our personnel resources, require
us to hire additional professional staff and
generally increase our operating expenses.

Provisions in our organizational documents,
Ohio corporate law and the insurance laws of
Ohio, Pennsylvania and Hawaii could impede
an attempt to replace or remove our
management or Directors or prevent or delay
a merger or sale, which could diminish the
value of our common shares.

Our Amended and Restated Articles of
Incorporation and Code of Regulations, the
corporate laws of Ohio and the insurance laws
of various states contain provisions that could
impede an attempt to replace or remove our
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management or Directors or prevent the sale of
our Company that shareholders might consider
to be in their best interests. These provisions
include, among others:

� a classified Board of Directors consisting of
eight Directors divided into two classes;

� the inability of our shareholders to remove
a Director from the Board without �cause;�

� requiring a vote of holders of 50% of the
common shares to call a special meeting of
the shareholders;

� requiring a two-thirds vote to amend the
shareholder protection provisions of our
Code of Regulations and to amend the
Articles of Incorporation;

� requiring the affirmative vote of a majority
of the voting power of our shares
represented at a special meeting of
shareholders;

� excluding the voting power of interested
shares to approve a �control share
acquisition� under Ohio law; and

� prohibiting a merger, consolidation,
combination or majority share acquisition
between us and an interested shareholder or
an affiliate of an interested shareholder for
a period of three years from the date on
which the shareholder first became an
interested shareholder, unless previously
approved by our Board.

These provisions may prevent shareholders
from receiving the benefit of any premium
over the market price of our common shares
offered by a bidder in a potential takeover. In
addition, the existence of these provisions may
adversely affect the prevailing market price of
our common shares if they are viewed as
discouraging takeover attempts.

The insurance laws of most states require prior
notice or regulatory approval of changes in
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control of an insurance company or its holding
company. The insurance laws of the States of
Ohio, Hawaii and Pennsylvania, where our
U.S. insurance companies are domiciled,
provide that no corporation or other person
may acquire control of a domestic insurance or
reinsurance company unless it has given notice
to such insurance or reinsurance company and
obtained prior written approval of the relevant
insurance regulatory authorities. Any purchaser
of 10% or more of our aggregate outstanding
voting power could become subject to these
regulations and could be required to file
notices and reports with the applicable
regulatory authorities prior to such acquisition.
In addition, the existence of these provisions
may adversely affect the prevailing market
price of our common shares if they are viewed
as discouraging takeover attempts.

Future sales of our common shares may
affect the trading price of our common
shares.

We cannot predict what effect, if any, future
sales of our common shares, or the availability
of common shares for future sale, will have on
the trading price of our common shares. Sales
of substantial amounts of our common shares
in the public market by Great American
Insurance Company or our other shareholders,
or the possibility or perception that such sales
could occur, could adversely affect prevailing
market prices for our common shares. If such
sales reduce the market price of our common
shares, our ability to raise additional capital in
the equity markets may be adversely affected.

Great American and Alan Spachman, our
Chairman and President, own 10,200,000 and
3,080,000, respectively, of our issued and
outstanding shares. Upon the effectiveness of
the registration statement containing this
prospectus, all shares covered by that
registration statement could be sold into the
public markets, subject to certain restrictions.
In addition, we filed a registration statement on
Form S-8 under the Securities Act to register
1,338,800 of the common shares issued or
reserved for issuance for awards granted under
our Long Term Incentive Plan. Shares
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registered under our registration statement on
Form S-8 also could be sold into the public
markets, subject to applicable vesting
provisions and any volume limitations and
other restrictions applicable to our officers and
Directors selling shares under Rule 144. The
sale of the shares under these registration
statements in the public market, or the
possibility or perception that such sales could
occur, could adversely affect prevailing market
prices for our common shares.
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We completed our initial public offering in
February 2005, and we do not have a
significant presence in the market. You may
have difficulty selling your common shares
because of the limited trading volume for
such shares.

As a new public company whose common
shares recently began trading on the Nasdaq
National Market, there may be less coverage
by security analysts, the trading price may be
lower, and it may be more difficult for our
shareholders to dispose of their common shares
due to the lower trading volume in our
common shares. Our lack of a significant
presence in the market could serve to limit the
distribution of news relating to National
Interstate and limit investor interest in our
common shares. In addition, the Company does
not manage analysts� or investors� earnings
expectations. One or more of these factors
could result in price volatility and serve to
depress the liquidity and market prices of our
common shares.

We face ongoing challenges as a result of
being a public company and our financial
results could be adversely affected.

As a public company, we incur significant
legal, accounting and other expenses that result
from corporate governance requirements,
including requirements under the
Sarbanes-Oxley Act of 2002, as well as rules
implemented by the Securities and Exchange
Commission and the National Association of
Securities Dealers. We expect these rules and
regulations to increase our legal and finance
compliance costs and to make some activities
more time-consuming and costly. We continue
to evaluate and monitor developments with
respect to compliance with public company
requirements, and we cannot predict or
estimate the amount or timing of additional
costs we may incur.

Once we become an accelerated filer, as
defined by Securities and Exchange
Commission rules and regulations, we will be
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required to comply with Section 404 of the
Sarbanes-Oxley Act relating to internal
controls over financial reporting. This will
occur for the year ending December 31, 2006.
We have committed a significant amount of
resources to cure any internal control
deficiencies in advance of that deadline. Any
failure to do so could adversely impact our
operating results.

USE OF PROCEEDS

We will not receive any of the proceeds upon
the sale of the common shares offered hereby
by any selling shareholder.

SELLING SHAREHOLDERS

Under a registration rights agreement among
us, Great American Insurance Company and
Alan Spachman, we are required, following the
one-year anniversary of our initial public
offering, to use our reasonable best efforts to
register Great American�s and Mr. Spachman�s
common shares on a shelf registration
statement. The registration statement
containing this prospectus will satisfy our
obligation to register these common shares on
a shelf registration statement.

The selling shareholders may from time to time
offer and sell pursuant to this prospectus any or
all of the common shares listed below. When
we refer to the �selling shareholders� in this
prospectus, we mean those persons listed in the
table below and donees and pledgees selling
shares received from a named selling
shareholder after the date of this prospectus.

The table below sets forth the name of each
selling shareholder and number of common
shares that each selling shareholder may offer
pursuant to this prospectus. Information
concerning the selling shareholders may
change from time to time and any changed
information will be set forth in supplements to
this prospectus to the extent required.

All of the information contained in the table
below is based upon information provided to
us by the selling shareholders. We have not
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independently verified this information. The
selling shareholders may from time to time
offer and sell any or all of the securities under
this prospectus. Because the selling
shareholders are not obligated to
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sell the common shares, we cannot estimate
how many common shares the selling
shareholders will hold upon consummation of
any such sales.

Shares Owned
After Offering
Assuming All

Shares
Shares Owned Before

Offering
Offered Are

Sold
Percentage

of
Our

Percentage
of

Our
Common

Shares Shares
Common

Shares
Name Number(1)Outstanding(2) Offered NumberOutstanding

Great
American
Insurance
Company(3) 10,200,000 53.4% 10,200,000 0 *
Alan R.
Spachman(4) 3,096,000 16.2% 3,080,000 16,000 *

* Less than 1%.

(1) Beneficial ownership is determined in
accordance with Rule 13d-3 of the
Exchange Act and includes the number of
common shares that may be acquired
pursuant to options that are currently
exercisable or will be exercisable within
60 days of April 6, 2006.

(2) As of April 6, 2006, there were 19,115,200
common shares outstanding. The number
of common shares outstanding does not
include shares held by our subsidiary,
National Interstate Insurance Company,
which are treated as treasury shares.

(3) Great American Insurance Company is our
majority shareholder.

(4) Mr. Alan Spachman is our President and
Chairman of the Board.
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PLAN OF DISTRIBUTION

This prospectus relates to the offer and sale
from time to time by the selling shareholders of
our common shares. We will not receive any of
the proceeds from the sale by the selling
shareholders of the common shares. We will
bear all fees and expenses incident with our
obligation to register the common shares on the
shelf registration statement containing this
prospectus other than the fees and expenses of
any separate legal counsel retained by the
selling shareholders and the cost of all brokers�
and underwriting discounts, commissions and
transfer taxes, if any, attributable to the
common shares sold by the selling
shareholders.

The selling shareholders may offer and sell the
common shares from time to time in one or
more transactions at fixed prices, at prevailing
market prices at the time of sale, at varying
prices determined at the time of sale or at
negotiated prices. These prices will be
determined by the selling shareholders or by
agreement between such holder and any
underwriters or dealers who may receive fees
or commissions in connection with such sale.
Such sales may be effected by a variety of
methods, including the following:

� on any national securities exchange or
quotation service on which the common
shares may be listed or quoted at the time of
sale;

� in the over-the-counter market

� in transactions otherwise than on these
exchanges or systems or the
over-the-counter market;

� in privately negotiated transactions;

� through the writing of options;

� in a block trade in which a broker-dealer
will attempt to sell a block of securities as
agent but may position and resell a portion
of the block as principal to facilitate the
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� through one or more underwriters on a firm
commitment or best-efforts basis;

� through broker-dealers, which may act as
agents or principals;

� directly to one or more purchasers;
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� through agents; or

� in any combination of the above or by any
other legally available means.

In connection with the sales of the common
shares or otherwise, the selling shareholders
may enter into hedging transactions with
broker-dealers, which may in turn engage in
short sales of the offered securities, short and
deliver the common shares to close out such
short positions, or loan or pledge the common
shares to broker-dealers that in turn may sell
such securities.

If a material arrangement with any underwriter,
broker, dealer or other agent is entered into for
the sale of the common shares through a
secondary distribution or a purchase by a
broker or dealer, or if other material changes
are made in the plan of distribution of the
common shares, a prospectus supplement will
be filed, if necessary, under the Securities Act
of 1933 disclosing the material terms and
conditions of such arrangement. The
underwriter or underwriters with respect to an
underwritten offering of the common shares
and the other material terms and conditions of
the underwriting will be set forth in a
prospectus supplement relating to such offering
and, if an underwriting syndicate is used, the
managing underwriter or underwriters will be
set forth on the cover of the prospectus
supplement. In connection with the sale of the
common shares, underwriters will receive
compensation in the form of underwriting
discounts or commissions and may also receive
commissions from purchasers of common
shares for whom they may act as agent.
Underwriters may sell to or through dealers,
and such dealers may receive compensation in
the form of discounts, concessions or
commissions from the underwriters or
commissions from the purchasers for whom
they may act as agent.

The selling shareholders have advised us that
there are currently no plans, arrangements or
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understandings between any selling
shareholders and any underwriter,
broker-dealer or agent regarding the sale of the
common shares by the selling shareholders.
Selling shareholders may decide not to sell all
or a portion of the common shares offered by
them pursuant to this prospectus. In addition,
any selling shareholder may transfer, devise or
give the common shares by other means not
described in this prospectus. If we are notified
by a selling shareholder that a donee or pledgee
intends to sell more than 500 common shares, a
prospectus supplement will be filed. Any
common shares covered by this prospectus that
qualify for sale pursuant to Rule 144 or
Rule 144A of the Securities Act may be sold
under Rule 144 or Rule 144A rather than
pursuant to this prospectus.

The selling shareholders and any underwriters,
broker-dealers or agents participating in the
distribution of the common shares may be
deemed to be �underwriters� within the meaning
of the Securities Act, and any profit on the sale
of the common shares by the selling
shareholders and any commissions received by
any such underwriters, broker-dealers or agents
may be deemed to be underwriting
commissions under the Securities Act. If the
selling shareholders were deemed to be
underwriters, the selling shareholders may be
subject to statutory liabilities including, but not
limited to, those of Sections 11, 12 and 17 of
the Securities Act and Rule 10b-5 under the
Exchange Act.

The selling shareholders and any other person
participating in the distribution will be subject
to the applicable provisions of the Exchange
Act and the rules and regulations under the
Exchange Act, including, without limitation,
Regulation M of the Exchange Act, which may
limit the timing of purchases and sales of any
of the common shares by the selling
shareholders and any other relevant person.
Regulation M may also restrict the ability of
any person engaged in the distribution of the
common shares to engage in market-making
activities with respect to the particular common
shares being distributed. All of the above may
affect the marketability of the common shares
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and the ability of any person or entity to
engage in market-making activities with
respect to the common shares.

In accordance with the registration rights
agreement, we have agreed to indemnify the
selling shareholders against certain civil
liabilities, including certain liabilities arising
under the Securities Act, and the selling
shareholders will be entitled to contribution
from us in connection with those liabilities.
The selling shareholders have agreed to
indemnify us against certain civil liabilities,
including liabilities arising under the Securities
Act, and we will be entitled to contribution
from the selling shareholders in connection
with those liabilities. The selling
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shareholders also may agree to indemnify any
agent, underwriter, broker or dealer that
participates in transactions involving sales of
common shares against certain civil liabilities,
including liabilities under the Securities Act.

LEGAL MATTERS

The validity of the common shares offered by
this prospectus will be passed upon on our
behalf by Thompson Hine LLP.

EXPERTS

Our consolidated financial statements and
schedules as of December 31, 2005 and 2004,
and for each of the three years in the period
ended December 31, 2005, incorporated by
reference in this prospectus and registration
statement have been audited by Ernst & Young
LLP, an independent registered public
accounting firm, as set forth in their report
thereon incorporated by reference in this
prospectus, and have been so incorporated in
reliance upon such report given on the
authority of such firm as experts in accounting
and auditing.
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