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Item 1.01 Entry into a Material Definitive Agreement

On June 8, 2007, Hallmark Financial Services, Inc. and each of its subsidiaries (collectively, the “Company”) entered
into a Third Amendment to First Restated Credit Agreement (the “Third Amendment”) with The Frost National Bank
(“Frost”) dated effective as of May 31, 2007. The Third Amendment increases the Company’s existing revolving credit
facility with Frost from $20.0 million to $25.0 million and establishes a new $5.0 million revolving credit sub-facility
for the premium finance operations of Pan American Acceptance Corporation (“PAAC”). The new premium finance
sub-facility terminates May 31, 2009, and is secured by eligible premium finance notes generated by PAAC, as well
as all other collateral securing the Frost credit facility. The Third Amendment also adds various covenants pertaining
to the new premium finance sub-facility and the operations of PAAC.

The foregoing description of the Third Amendment is qualified in its entirety by reference to the definitive agreement
filed as an exhibit to this Current Report on Form 8-K and incorporated herein by this reference.

Item 9.01 Financial Statements and Exhibits

( c) Exhibits.

99.1 Third Amendment to First Restated Credit Agreement among Hallmark
Financial Services, Inc. and its subsidiaries and The Frost
National Bank dated May 31, 2007.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned duly authorized.

HALLMARK FINANCIAL SERVICES, INC.

Date: June 8, 2007 By:  /s/ Jeffrey R. Passmore

Jeffrey R. Passmore, Chief Accounting Officer
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