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Columbus, Ohio
August 3, 2010

Honorable Alfred W. Gross

Chair, Financial Condition (E) Committee

National Association of Insurance Commissioners (“NAIC”)
Virginia State Corporation Commission

Bureau of Insurance

Post Office Box 1157

Richmond, Virginia 23218

Honorable Joseph Torti 111

Chair, Northeastern Zone

NAIC

State of Rhode Island

Department of Business Regulation
Division of Insurance

1511 Pontiac Avenue, Building 69-2
Cranston, Rhode Island 02920

Honorable Mary Jo Hudson

Director

Ohio Department of Insurance (‘“Department”)
50 West Town Street

Third Floor — Suite 300

Columbus, Ohio 43215

Dear Sirs and Madam:

In accordance with Section 3901.07 of the Ohio Revised Code (“ORC”), an examination

was made of

The Cincinnati Indemnity Company

an Ohio domiciled, stock, property and casualty insurance company, hereinafter referred
to as the “Company.” The examination was conducted at the Company’s home office,

located at 6200 South Gilmore Road, Fairfield, Ohio.

A report of this examination is hereby respectfully submitted.

The Company was last examined as of December 31, 2008, by the Department.
Representatives of the Department conducted the current examination covering the

intervening period to and including December 31, 2009.



Management and Control
Board of Directors

Management of the Company is vested in its Board of Directors, which was comprised of
the following members as of the examination date.

Name Principal Occupation

William F. Bahl Bahl & Gaynor Investment Counsel, Inc.
Chairman

James E. Benoski The Cincinnati Insurance Companies
Retired

Gregory T. Bier Deloitte & Touche, LLP
Retired

Donald J. Doyle, Jr. The Cincinnati Insurance Companies

Senior Vice President

Martin F. Hollenbeck The Cincinnati Insurance Companies
Senior Vice President and Chief Investment
Officer

Steven J. Johnston The Cincinnati Insurance Companies
Chief Financial Officer, Secretary and
Treasurer

Thomas A. Joseph The Cincinnati Insurance Companies
Senior Vice President

W. Rodney McMullen The Kroger Company
Vice Chairman, President and Chief
Operating Officer
Martin J. Mullen The Cincinnati Insurance Companies

Senior Vice President

Jacob F. Scherer The Cincinnati Insurance Companies
Executive Vice President

John J. Schiff, Jr. The Cincinnati Insurance Companies
Chairman
Thomas R. Schiff John J. & Thomas R. Schiff & Company, Inc.

Chairman, Chief Executive Officer and Agent



Kenneth W. Stecher The Cincinnati Insurance Companies
President and Chief Executive Officer

John F. Steele, Jr. Hilltop Basic Resources, Inc.
Chairman and Chief Executive Officer

Charles P. Stoneburner, 11 The Cincinnati Insurance Companies
Senior Vice President

Timothy L. Timmel The Cincinnati Insurance Companies
Senior Vice President

Larry R. Webb Webb Insurance Agency, Inc.
President, Director and Agent

E. Anthony Woods SupportSource, LLC
Chairman and Chief Executive Officer

Officers

As of the examination date, the following officers were elected and serving in accordance
with the Company’s Bylaws:

Name Title
Kenneth W. Stecher Chief Executive Officer, President
Steven J. Johnston Chief Financial Officer, Secretary
Theresa A. Hoffer Vice President, Treasurer
Richard W. Cumming Senior Vice President
Donald J. Doyle, Jr. Senior Vice President
Craig W. Forrester Senior Vice President
Martin F. Hollenbeck Senior Vice President
Thomas A. Joseph Senior Vice President
Eric N. Mathews Senior Vice President
Martin J. Mullen Senior Vice President
Jacob F. Scherer Executive Vice President
John J. Schiff, Jr. Chairman of the Executive Committee
Joan O. Shevchik Senior Vice President
Charles P. Stoneburner, 11 Senior Vice President
Timothy L. Timmel Senior Vice President

Insurance Holding Company System

The Company is a member of a holding company system as defined in Section 3901.32
of the ORC. The following displays the chain of ownership of the insurance companies as
of December 31, 2009:



Cincinnati Financial Corporation
CFC Investment Company
The Cincinnati Insurance Company
The Cincinnati Casualty Company
The Cincinnati Indemnity Company
The Cincinnati Life Insurance Company
The Cincinnati Specialty Underwriters Insurance Company
CSU Producer Resources, Inc.

Reinsurance
Ceded

The Company cedes 100% of all direct and assumed business to its affiliate, The
Cincinnati Insurance Company, through an inter-company reinsurance agreement. The
contract was noted to contain all necessary clauses that meet the guidelines prescribed by
the NAIC.

Assumed

The Company does not assume a material amount of business.

Territory and Plan of Operations

The Company was licensed to transact business in the District of Columbia and in all
states except California, Massachusetts, New Hampshire and New Jersey.

Scope of Examination

One of the purposes of the examination was to make an assessment of the financial
condition of the Company as of December 31, 2009. To substantiate the various items,
tests were made either by complete audits of accounts or by sampling methods prescribed
by the NAIC Examiners Handbook. In selecting the examination procedures used, due
consideration was given to the importance of each account to overall solvency.
Transactions occurring subsequent to the date of the examination were reviewed to the
extent deemed necessary.

For the period under examination, the Certified Public Accounting (“CPA”) firm of
Deloitte & Touche, LLP has provided an unqualified opinion based on statutory
accounting principles. Relevant work performed by the CPA firm during its annual audit
of the Company was reviewed during the examination and incorporated into the
examination workpapers.



The Department’s property and casualty actuary reviewed the relevant work performed
by the opining actuary to report on the adequacy of the carried reserves and to comment
on any other statutory matters relating to reserves.

In addition, the following items were reviewed during the course of this examination:

Company history;

fidelity bonds and other insurance;

officers’, employees’, and agents’ welfare and pension plans;
growth of Company;

loss experience;

pending litigation; and

Articles of Incorporation and Bylaws.
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Financial Statements

The financial condition and the results of its operations for the one year period under
examination as reported and filed by the Company with the Department and audited by
the Company’s external auditors, are reflected in the following:

Statement of Assets, Liabilities, Surplus and Other Funds
Statement of Operations
Statement of Changes in the Capital and Surplus Account



Statement of Assets, Liabilities, Surplus and Other Funds

Admitted assets

Cash and invested assets:
Bonds
Common Stocks
Cash

Total cash and invested assets

Accrued investment income

Amounts recoverable from reinsurers

Other amounts receivable under reinsurance contracts
Receivables from parent, subsidiaries and affiliates
Total admitted assets

Liabilities, capital and surplus
Liabilities:
Other expenses
Current federal and foreign income taxes
Net deferred tax liability
Ceded reinsurance premiums payable
Amounts withheld or retained by company for account of others
Payable to parent, subsidiaries and affiliates
Aggregate write-ins for liabilities
Total liabilities

Capital and surplus:
Common capital stock
Gross paid in and contributed surplus
Unassigned funds

Total capital and surplus

Total liabilities, capital and surplus

December 31, 2009

$59,089,101
2,179,650
6,226,351

67,495,102

909,182
3,959,374
742,767

$73,106,425

$2,590
923,391
143,442
4,397,579
385,882
123,591
173,168

6,149,643

3,600,000
21,600,000
41,756,782

66,956,782

$73,106,425




Statement of Operations

For the Year Ended

December 31, 2009

Net investment income earned $2,695,205
Net realized capital gains 5,613,083
Net investment gain 8,308,288

Income before dividends to policyholders and
before federal and foreign income taxes 8,308,288
Dividends to policyholders

Income after dividends to policyholders but before

federal income taxes 8,308,288
Federal income taxes 400,962
Net income $7,907,326

Statement of Changes in the Capital and Surplus Account

2009
Capital and surplus, December 31 previous year $65,533,692
Net income 7,907,326
Net unrealized capital losses (6,484,482)
Change in net deferred income tax 246
Net change in capital and surplus 1,423,090
Capital and surplus, December 31 current year $66,956,782

Notes to Financial Statements

Investments

The Company’s investments were in compliance with Section 3925.08 of the ORC.

Loss and Loss Adjustment Expense Reserves

The Company had an outside actuary, Susan R. Pino, ACAS, MAAA, ARM of Deloitte
Consulting, LLP certify the total reserves for the years covered by the examination. The
Department’s actuary, Mary D. Miller, FCAS, MAAA, reviewed the detailed calculations
for the reserves of the major lines of business as of December 31, 2009.

On the basis of the above-mentioned analysis, it was determined that the loss and loss
adjustment expense reserves were reasonable as of December 31, 2009.



Conclusion

The balance sheet contained in this Report of Examination reflects the financial condition
of the Company as of December 31, 2009, and is summarized as follows:

Total Admitted Assets $73,106,425

Liabilities $6,149,643

Surplus as Regards Policyholders 66,956,782

Total Liabilities and Surplus as Regards Policyholders $73,106,425
Acknowledgement

Appreciation is expressed for the assistance extended by the officers and employees of
the Company during the course of this examination.

In addition to the undersigned, the following representatives of the Department
participated in this examination: Mohammad Arif, AES, CFE, CIDM, CISA, CISSP;
Aaron Hibbs, CPA, FLMI, ChFC; Floyd Meeks, AES, CFE, CIDM, CISA, CPA, MBA;
Roy Moster, CFE, CPA; and Larry Rice, CFE, CPA.

Respectfully,

Kevin J. Rupp\éFE
Examiner-In-Charge
Ohio Department of Insurance

e Y

David A. Cook, CFE
Assistant Chief Examiner
Ohio Department of Insurance




Verification

As required by Section 3901.07 of the Ohio Revised Code, the undersigned hereby attest
to the best of their knowledge and belief that the attached is a true Report of Examination
as of December 31, 2009.
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Examiner-In-Chigke Datk Assistant Chief Examiner Date

State of Oh‘ O ‘
County of/":w\ U‘ /\

Personally appeared before me the above named Kevin J. Rupp, personally known to me,
who executed the above instrument and that the statements and answers contained therein
are true and correct to the best of his knowledge and belief.

Subscribed and sworn to before me this ;l day of ﬂ U%U&T , 2010.

Eloahain Clhaae
(N RARSEN CHASE

C, STATE OF OHIO
NOTARY PUBLI ¥ 22,2012

My Commission Expires

State of Oht [®)
County of Tm.f\\(,( (N

Personally appeared before me the above named David A. Cook, personally known to
me, who executed the above instrument and that the statements and answers contained
therein are true and correct to the best of his knowledge and belief.

Subscribed and sworn to before me this e{ {#\day of A’ \/gUS | , 2010.

OF OHIO
TARY PUBLIC STATE
Mj%%MM\SS\ON EXPIRES MAY 22,
My Commission Expires




