STATE OF INDIANA ) BEFORE THE INDIANA

COUNTY OF MARION ) COMMISSIONER OF INSURANCE

IN THE MATTER OF:

Hartford Casualty Insurance Company
One Hartford Plaza
Hartford, Connecticut 06155

R T

Examination of Hartford Casualty Insurance Company

NOTICE OF ENTRY OF ORDER

Enclosed is the Final Order entered by Stephen W. Robertson, Commissioner of
the Indiana Department of Insurance, after fully considering and reviewing the Verified
Report of Examination of Hartford Casualty Insurance Company, any relevant
examination work papers, and any written submissions or rebuttals. The Verified Report
of Examination, as sent to you on February 25, 2014, has been adopted by the

Commissioner,

Pursuant to Ind. Code § 27-1-3.1-12(b), within thirty (30) days of receipt of the
Final Order, each director of Hartford Casualty Insurance Company shall file an affidavit
with the Indiana Department of Insurance stating that he/she has received a copy of the
Verified Report of Examination and the Final Order,

The Final Order is a final administrative decision that may be appealed pursuant

to Ind. Code § 4-21.5-5.
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STATE OF INDIANA )} BEFORE THE INDIANA

COUNTY OF MARION ) COMMISSIONER OF INSURANCE

IN THE MATTER OF:

Hartford Casualty Insurance Company
One Hartford Plaza
Hartford, Connecticut

Examination of Hartford Casualty Insurance Company

FINDINGS AND FINAL ORDER

The Indiana Department of Insurance conducted an examinétion into the affairs of
the Hartford Casualty Insurance Company (hereinafter “Company™) for the time period
January 1, 2008 through December 31, 2012.

The Verified Report of Examination was filed with the Commissioner of the
Department of Insurance (hereinafter “Commissioner”) by the Examiner on J anuary 13,
2014.

A copy of the Verified Report of Examination, along with a Notice of
Opportunity to Make Written Submission or Rebuttal, was mailed to the Company via
Certified Mail on F ebruary 25, 2014 and was received by the Company on March 3, 2014

The Company did not file any objections.

NOW THEREFORE, based on the Verified Report of Examination, T hereby
make the following FINDINGS:

1. That the Verified Report of Examination is a true and accurate report of the financial
condition and affairs of the Hartford Casualty Insurance Company as of December
31,2012,

2. That the Examiner’s Recommendations are reasonable and necessary in order for the
Hartford Casualty Insurance Company to comply with the laws of the State of

Indiana,




Based on the FINDINGS, the Commissioner does hereby ORDER:

1.

Signed and Sealed this 2 day of

Pursuant to Ind. Code § 27-1-3.1-11¢a)(1), the Verified Report of Examination is
adopted and shall be filed. Hereafter the Verified Report of Examination, may
constitute prima facie evidence of the facts contained therein in any action or
proceeding taken by the Indiana Department of Insurance against the Company, its

officers, directors, or agents.

The Company shall comply with the Examiner’s Recommendations enumerated in
summary form and throughout the text of the Verified Report of Examination. A
written response to these recommendations should be provided to the Department

within 30 days of receipt of this order.

Compliance with the Examiner’s recommendations shall be completed on or before
the {iling of the subsequent annual statement. In the event it is not feasible to comply
with a recommendation before the filing of the subsequent annual statement, the
Company shall submit a written explanation as to why it was not feasible with the

filing of the annual statement,

tepln W. Robertson

,2014. Indiana Department of Insurance

/7/1 oy /] Insurance Commissioner
/ .




ABOUT AFFIRMATIONS

The following pages for affirmations need to be signed by cach Board Member and
returned to the Indiana Department of Insurance within thirty (30) days in accordance
with I.C. §27-1-3.1-12(b).

If your affirmations list individuals that are no longer on your Board of Directors, you
may simply retype the form on plain white paper with the correct names and a line to the
right for signature. If the names are misspelled, you may do the same, simply re-type the
corrected form with a line to the right for signature.

Should you have any questions or difficulties with these forms or you require additional
time past the thirty (30) day requirement, please do not hesitate to contact this department
at (317) 232-2390.
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STATE OF INDIANA

MICHAEL R. PENCE, Govemor INDIANA DEPARTMENT OF INSURANCE _
311 W. WASHINGTON STREET, SUITE 300
INDIANAPOLIS, INDIANA 46204-2787
TELEPHONE: (317) 232-2385
FAX: (317) 232-5251

Stephen W. Robertson, Commissionar

January 13, 2014

Honorable Stephen W. Robertson, Commissioner
~ Indiana Depariment of Insurance

311 West Washington Street, Suite 300
Indianapolis, Indiana 46204-2787

Dear Commissioner:

Pursuant to the authority vested in Appointment Number 3732, an examination has been made of the affairs and
financial condition of:
Hartford Casualty ¥nsurance Company

One Hartford Plaza
Hartford, Connecticut 06155-0001

hereinafter referred to as the “Company”, or “HCIC”, an Indiana domestic stock property and casualty insurance
company. The examination was conducted at the corporate offices of the Company in Hartford, Connecticut,

The Report of Examination, refiecting the status of the Company as of December 31, 2012, is hereby respectfolly
submitted. ' . :

ACCREDITED BY THE
NATIONAL ASSOGIATION OF INSURANCE COMMISSIONERS

MEBICAL MALPRACTICE SECURITIES / COMPANY RECORDS

ICY SERVICES ~ COMPANY COMPUANGE  "COMNSUMER SERVICES EXAMINATIONS / FINANGIAL SERVICES
7) 232-2413 ~ (317) 233-0897 (317) 2327396 (317) 232-2390 . (317) 232-2402 (317) 2321991

In-State  1-800-622-4461




SCOPE OF EXAMINATION

The Company was last examined by ropresentatives of the Indiana Department of Insurance (INDOYJ) as of the
period ending December 31, 2007. The present risk-focused examination was conducted by Noble Consulting
Services, Inc., and covered the period from Janvary 1, 2008 through December 31, 2012, and included any
material transactions and/or events occuiring subsequent to the examination date and nofed during the course of

this examination.

The examination was conducted in accordance with the NAIC Financial Condition Lxaminers Handbook
(Handbook). The Handbook requires that we plan and perform the examination to evaluate the financial condition
and identify prospective risks of the Company by obtaining information about the Company, including corporate
governance, identifying and assessing inherent risks within the Company, and evaluating system controls and

The examination of the.Connectient domestic property and casually insurance companies of The Hartford
Financial Services Group, Inc., (HFSG) or (Group) was called by the Connecticut Insurance Department (CID) in
accordance with the Fandbook guidelines, through the NAICs Financial Examination Elecironic Tracking .
System. The CID seived as the lead state on the examination, and the Illinois Depariment of Insurance and the

INDOI served as participants.

-Oliver Wyman Actuarial Consulting, Inc., a consulting actuarial firm appointed by the CID, conducted a review
of the Company's loss and loss adjustment expense reserves as of December 31, 2012. There were no actuarial
adjustments resuliing from the review performed by Oliver Wyman Actuarial Consulting, Inc.

All accounts and activities of the Company were considered in accordance with the risk-focused examination
process.

HISTORY

’

The Company was incorporated on March 5, 1987, under the laws of Indiana as a wholly-owned subsidiary of
Hartford Fire Insurance Company (HFIC). On June 22, 1987, the Company became the sole surviving corporation
of & merger with Hartford Casuvalty Tnsurance Company of New Jersey, a corporation incorporated in December

of 1929..

The ‘Company is a wholly owned subsidiary of Hartford Accident and Indemnity Company (HAIC), a
Connecticut domiciled stock property and casualty insurer. The Company is-an indirect, 100% ultimately owned
subsidiary of HFSG, a publicly traded stock corporation engaged primarily in providing insurance and financial
~ services including commercial and personal property and casualty products, as well as individual life, group life,
and group disability insurance products and investment product services in the United States and internationally.

CAPITAL AND SURPLUS

As of December 31, 2012, the Company had 1,000 shares of authorized common stock with a par value of $6,600
pet share, of which 800 were issued and outstanding to its parent, HAIC, :

Hartford Casvalty Insurance Company

Indiana Depariment of Tusurance o 2
Financial Examination as of 12/31/2012

- NATC Accredited




DIVIDENDS TO STOCKHOLDERS

The Company paid the following dividends (in 000s) to its parent, HAIC, during the examination period:

Ordinary
Year = Dividends
2012 $ 89,000
2011 124,000
2010 96,000

2009 -
2008 116,000
Total $ 425,000

In accordance with Indiana Code (IC) 27-1-23-4(h), the payment of dividends to holding companies or affiliated
insurers may not exceed the greater of 10% of the prior year’s surplus or the net income of such insurer of the
prior year. Dividends paid during the examination period were ordinary in nature and did not require prior
regulatory approval. In accordance with IC 27-1-23-1.5, the Company notified the INDOI of all declared
dividends to the parent during the examination period. : :

TERRITORY AND PLAN OF OPERATION

The Company is licensed to write multiple lines of property and casualty insurance in all fifty (50) states and the
District of Columbia. '

Member companies of the Hartford Fire Insurance Company Pool (Pool) provide the following commercial and
consumer coverages through two (2) of HFSG’s reporting segments: Property and Casualty Commercial and
Consumer Markets. Property and Casualty Commercial provides automobile, lability, livestock, marine,
property, umbiella, and workers’ compensation coverage to commercial accounts primarily throughout the United
States; along with a variety of customized insurance products and risk management services including fidelity,
professional liability, specialty casualty, and surety coverage to commercial accounts. Consumer Markets
provides standard automobile, homeowners, and home-based business coverage to individuals across the Unijted
States, including a special program designed exclusively for members of AARP. Consumer Markets also operates
as a member contact center for health insurance products offered throngh the AARP health program.

GROWTH OF THE COMPANY

The following exhibit summarizes the financial results (in 000s) of the Company during the examination period:

Admitted ’ Surplus and Preminms

Year Assets Liabilities Other Funds Earned - Net Income

2012 $ 2,196,490 $ 1,289,173 $ 907317 $ 543,953 $ 82,191
2011 2,192,425 1,296,894 895,531 542,904 48,019
2010 2,215,650 1,244,003 971,646 533,317 124,514
2009 2,250,361 1,269,105 981,256 545,252 38,604
2008 2,105,668 1,268,364 837,304 C 567,520 106,963

Indiana Department of Insurance ' 3 . Hartford Casualty Jnsurance Compény
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Realized capital gains and losses from invested assets have primarily driven fluctuations in net income from 2008
through 2011. Positive underwriting results contributed to the increase in net income for 2012, Dividends paid to
the parent have also contributed fo fluctuations in surplus,

MANAGEMENT AND CONTROL
Directors

The Articles of Incorporation provide.that the business affairs of the Company are to be managed by a Board of V
Directors (Board) consisting of not less than five (5) members. The shareholder, at its annual meeting, elects the
members of the Board.

‘The following is a listing of persons serving as directors at December 31, 2012, and their principal occupations as
of that date:

Name and Address Principal Ocgupation
Douglas G. Elliot : Executive Vice President and President of Commercial Market
Rocky Hill, Connecticut The Hartford Financial Services Group, Inc. '
André A. Napoli Executive Vice President and President of Consumer Markets
Farmington, Connecticut The Hartford Financial Services Group, Inc.
Mark J. Niland Head of Portfolio Management
Simsbury, Connecticut - The Hartford Financial Services Group, Inc.
Robert W. Paiano . ‘ Senior Vice President and Treasurer
Farmington, Connecticut The Hartford Financial Services Group, Inc.
Anthony J. Phjfer‘ Regional Vice President, Claims :
Zionsville, Indiana The Hartford Financial Services Group, Inc.

Officers

The Company’s Bylaws state that the officers of the Company shall consist of the President, Vice President,
Secretary, Treasurer as elected by the Board, and such other subordinate officers or an individual as may be
appointed by the President. Any two (2) or more of the following offices may be held by the same person;
President, Vicé President, Secretary, and Treasurer.

The following is a list of key officers and their respective titles as of December 31, 2012:

Name Office
André Napoli Chief Executive Officer and President
Jonathan Bennett Executive Vice President and Chief Financial Officer
Michael Kooken Senior Viee President and Chief Actuary
Thomas Moran Senior Vice President and Director of Taxes
Robert Paiano _ Senior Vice President and Treasurer
Michael Hazel Vice President and Controller
Terence Shields Assistant Vice President and Corporate Secretary
Indiana Department of Insurance 4 ' Hartford Casualty Insurance Company

NAIC Accredited . Financial Examination as of 12/31/2012




. Corporate Governance

Corporate governance was evaluated through a review of the Company’s corporate governance procedures,
Executive Officer and Board member inferviews, Board general meeting minutes, committee minutes, and other
examination documentation. The corporate governance review followed the format provided by Exhibit M of the

Handhbook.

CONFLICT OF INTEREST

The Company maintains a Code of Conduct which addresses conflicts of interest, Officers, directors, and

specifically designated employees are asked to comply with this Code of Conduct. Officers and specifically

designated employees are required to certify their compliance with the Code of Conduict annually. The Company
last required its officers and specifically designated employees to certify their compliance in 2012,

OATIH OF OFFICE,

IC 27-1-7-10(i) stipulates that every director, when elected, shall take and subscribe to an oath stating he or she
will faithfully, honestly, and diligently administer the affairs of the corporation and will not knowingly violate
any of the laws applicable to such corporation. The Company is in violation of this statute since the Company was
unable to provide signed copies of the Oath of Office statements as of December 31, 2012, The same violation
was also listed in the Report of Examination as of December 31, 2007. See the Other Significant Issues section of

this Report of Examination.

CORPORATE RECORDS

Articles of Incorporation

There were no amendments made fo the Articles of Incorporation during the examination petiod.

Bylaws

There were no amendments made to the Bylaws during the examination period.

Minutes

IC 27-1-7-7(b) states an annual meeting of Shareholders, Members, or Policyholders shall be held within five (5)
months after the close of each fiscal year of the Company and at such time within that period as the Bylaws may
provide. According to Article I, Section 1, of the Company’s Bylaws, “The annual meeting of the stockholders
. of the Company shall be held within five (5) months after the close of cach fiscal year...” It was determined that

the annual meeting of Sharcholders was not held within five (5) months after the close of the fiscal year for 2010
and 2012. See the Other Significant Issues section of this Report of Examination. ’

The Company’s meeting minutes for the examination petiod, and through the fieldwork date, were reviewed for
the following: the Audit Committee, the Board, the Executive Committee, and the Finance Committeo.

The HFSG meeting minutes for the examination period, and through the fieldwork date, were roviewed for the
following: the Audit Committee, the Board, the Compensation Committee, and the Finance, Investment, and Risk

"~ Management Committee.

Hartford Casualty Tusurance Company
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AFFITIATED COMPANIES

Orpganizational Structure

The following abbreviated organizational chart shows the upstream affiliates from the Company to the ultimate
controlling entity as of December 31, 2012:

NAIC Co.  Domiciliary

. Code State
The Hartford Financial Services Group, Inc. , DE
. Hartford Fire Insurance Company 19682 CT
Hartford Accident and Indemnity Company . 22357 - CT
Hartford Casualty Insuarance Company 29424 IN

Affiliated Agreements

The following affiliated agreements and transactions were disclosed as part of the Form B — Holding Company
Registration Statement and were filed with the INDOI, as required, in accordance with IC 27-1-23-4.

Investment Management Agreement
Effective October 15, 2010, the Company, along with its affiliates, entered into an Investment Management

~ Agreement with Hartford Investment Management Company (HIMCQO), Pursuant fo the terms of the agreement,
HIMCO is to provide investment management services to the Company in return for a management fee ag
outlined in the Investment Management Agreement. The Company paid $1,399,941 to HIMCO in 2012 for the

services provided pursuant to this agreement.

Investment Pooling Agreement
The Company is party to an Investment Pooling Agreement with various affiliates whereby the investment

manager invests “extra” monies from various affiliated companies in qualified short-term investments in the name
of Hartford Short-Term Investment Pool. Investment income and expenses are allocated on a pro-rata basis.

Tax Allocation Agreement '
The Company is party to a Tax Allocation Agreement with the Group and its affiliates whereby federal income

tax returns are filed on a consolidated basis based on separate tax retumn calculations.

Intercompany Liquidity Agreement ‘ _
Effective December 31, 2011, the Company joined the Intercompany Liquidity Agreement, dated December 31,
2010, between the Group and its listed affiliates. 'The agreement provides a wechanism for short-term loans -

between the partics to the agreement. Loans may not exceed $2 billion.

Services and Cost Allocation Agreement

HFIC incurred and paid certain expenses on behalf of the Company and acted as the banker for the Company
without a signed written agreement as of year-end 2012. Statement of Statutory Accounting Principles (SSAP)
No. 25 states, in part, that “transactions between related parties must be in the form of a written agreement”, Sce

the Other Significant Issues section of this Report of Examination.

6 . Hartford Casualty Insurance Company
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S » ' FIDELITY BOND AND OTHER INSURANCE

The Company is insured under a fidelity policy issued by five (5) insurers (Ace American Insurance Company,
Continental Casualty Insurance Company, Federal Insurance Company, Fidelity and Deposit Company of
Maryland, and St. Paul Fire and Marine Insurance Company) to HFSG. HFSG and its affiliates are listed as
named insureds. The coverage includes an aggregate liability of $200 million, single loss limit of liability of $100
million, and a single loss deductible of $10 million. The fidelity bond meets the proscribed minimuin coverage

specified by the NAIC.

In addition, the Company is listed as a named insured on various policies issued to HFSG. Coverages include, but
are not:limited to business automobile lability, commercial properly, computer crime, ditectors and offiders
liability, employment practices liability, errors and omissions liability, fiduciary, general liability, and workers®

compénsation, ‘

PENSION, STOCK OWNERSHIP, AND INSURANCE PLANS

‘The Company has no direct retirement plans. All personnel are employees of ‘afﬁliated companies,

STATUTORY DEPOSITS

The Company reported the following statutory deposits (in 000s), at December 31, 2012:

State Book Valve  Fair Value
For All Policyholders:

Indiana $ 3692 $ 3805
All Other Special Deposits: :
Arizona 12,344 13,642
California 63,869 70,748
Delaware 125 125

. Department of Labor 160 . 166
Georgia : 125 125
Idaho ' 65 67 .
Massachuseits 160 194
‘Montana 30 31
Nevada 113 123
New Mexico 325 326
North Carolina 341 359
Oregon ‘ 4,892 5,355

Total Deposits ' $ 86241 $ 95,066
Indiana Department of Insurance - 7 Hariford Casualty Insurance Company
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REINSURANCE

The property and casualty companies listed below participate in an Intercompany Reinsurance and Pooling

- Agreement whereby all property and casually business written by these companies is ceded to the HFIC, which
acts as the lead pool reinsurer. The total pooled business is then redistributed to the vatious participants based on
pre-determined percentages. Each participant in the pool agrees to cede to the HFIC, and the HFIC accepts,
assumes, and reinsures 100% of each other participant’s underwriting liabilities, HFIC then negotiates. and
purchases external reinsurance intended to limit the net underwriting exposure of all pool participants and then
cedes back to each of the pool participants their respective share of the net business,

Bach' participant will share to the extent of their poolihg share: (a) all premiums wriiten, (b) all amounts paid or
incurred during such period for losses, loss adjustment expenses, other underwriting expenses, and other specific
losses arising out of their underwriting operations, (c) all claims and settlements involving business covered by
the agreement, and (d) all resulting net underwriting income or loss. All participants seitle their accounts
monthly, within thirty (30) days of closing,

The following are the member companies and their participation percentages in effect at December 31, 2012:

Percentage  Domiciliary

Name of Pool Members of Pool State

Hartford Fire Insurance Company 41.50% CT
Hartford Accident and Indemnity Company 32.69% CT

" Hartford Insurance Company of Illinois 10.10% IT.
Hartford Casualty Insurance Company 5.50% IN
Hartford Underwriters Insurance Company 4.00% CT
Pacific Insurance Company, Limited ) 1.70% CT
Twin City Fire Insurance Company ' 1.50% N
Nutmeg Insurance Company 0.70% CT
Hartford Insurance Company of Midwest 0.50% IN
Hartford Insurance Company of Southeast 0.50% CT
Property and Casualty Insurance Company of Hartford 0.50% - IN
Trumbull Insurance Company 0.50% CT
Sentinel Insurance Company, I.td. ) 0.30% CT
Hartford Lloyd’s Insurance Company 0.01% X
Total 100.00%

In 2012, the Company ceded $1,425,528,131 premiums and $2,322,209,510 in loss and loss expense reserves to
- HFIC and assumed $541,476,298 in premivms and $355,913,000 in loss and loss expense reserves arising from
their share of the Pool.

ACCOUNTS AND RECORDS

The Company’s accounting procedures, practices, account records, and supporting data were reviewed and tested
to the extent deemed necessary. The trial balances prepared from the Company’s general ledger for the years
ended December 31, 2011 and 2012, were agreed to the respective Annual Statements, The Annual Statements
for the years ended December 31, 2008 through Decomber 31, 20 12, were agreed to each year’s independent audit
report without material exception. The Company’s accounting procedures, practices, and account records wore

deemed satisfactory.

Indiana Department of Insurance ‘ 8 Hartford Casualty Insurance Company
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HARTFORD CASUALTY INSURANCE COMPANY

‘Assets .
As of December 31, 2012
(in 000s)
. Per Examination”
Bonds _ ‘ T 1,971,456
Stocks:

Common stocks ' 2,110
Mortgage loans on real estate:

First liens . A 81,825
Cash, cash equivalents and short-term investments i 7,531
Other invested assets : 25,198
Subtotals, cash and invested assets 2,088,120
Investment income due and acerued ‘ 24,310
Premiums and considerations:

Uncollected premiums and agents’ balances in course of collection 29,010

Accrued retrospective premiums _ 687
Current federal and foreign income tax recoverable and interest thereon 9,091
Net deferred tax assot 7 42,101
Guaranty funds receivable or on deposit 339
Receivables from parent, subsidiaries and affiliates 2,832
Totals . $ 2,196,490

* There were no adjustments to the as-filed financial statements, therefore the Annual Statement amounts agree to the
examination amounts, :

Indiana Department of Insurance 9 . Hartford Casualty Insurance Company
NATC Accredited . - Financial Examination as of 12/31/2012




HARTFORD CASUALTY INSURANCE COMPANY
Liabilities, Surplus and Other Funds

As of December 31, 2012
(in 000s)

: : Per Examination”
Losses : $ 806,411
Reinsurance payable on paid losses and loss adjustment expenscs 33,458
Loss adjustment éxpenses . : 168,299
Commissions payable, contingent commissions and other similar charges ' 4,642
Other expenses ' - 8,264
Taxes, licenses and fees ' 8,765
Unearned premiums _ 258,177
Dividends declared and unpaid: .
“Policyholders 1,095
Remittances and items not allocated 62
Total Habilities ‘ 1,289,173
Common capital stock 4,800
Gross paid in and contributed surplus 351,469
Unassigned funds (surplus) 551,048
Surplus as regards policyholders ’ 907,317
Totals _ . $ 2,196,490

" There were no adjustments to the as-filed financial statements, therefore the Annual Statement amounts agree fo the
examination amounts. :

Indiana Department of Insurance 10 Hartford Casualty Insurance Company
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HARTFORD CASUALTY INSURANCE COMPANY
Statement of Income
For the Ygar Ended December 31, 2012

{(in 000s)
_ Per Examination”
- UNDERWRITING INCOME
Premiums earned _ $ 543,953
DEDUCTIONS ' .
Losses incurred : 328,512
Loss adjustment expenses incurred 66,701
Other underwriting expenses incurred 157,438
Total underwriting deductions ' 552,651
Net underwriting gain (loss) (8,698)
INVESTMENT INCOME
- Net investment income earned ) 95,254
Net realized capital gains (losses) less capital gams tax’ 5,453
Net investment gain (loss) ' 100,707
OTHER INCOME .

Finance and service charges not included in premiums 13,546
Total other income 13,546
Net income, before dividends to policyholders, after capital gains tax and before

all other federal and foreign income taxes 105,555
Dividends to policyholders 922
Net income, after dividends to policyholders, after capital gains tax and before all

other federal and foreign income taxes 104,633
Federal and foreign income taxes incurred 22,442
Net income . $ 82,191

" There were no adjustments to the as-filed financial statements, therefore the Annual Statement amounts agree to the
examination amounts,
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HARTFORD CASUALTY INSURANCE COMPANY
Capital and Surplus Account Reconciliation

Surplus as regards policyholders, December 31 prior
year
Net income _
Change in net unrealized capital gams or (losses) less
capital gains tax
Change in net deferred income tax
Change in nonadmitted assets
Comulative effect of changes in accounting
principles
Dividends to stockholders
Aggregate write-ins for gains and losses in surplus
Change in surplus as regards policyholders for the
year :
-Surplus as regards policyholders, December 31
current year

Indiana Department of Insurance
NAIC Accredited

(in 000s)
2012 2011 2010 2009 2008

$ 895532 $§ 971,647 $ 981,256 § 837304 $ 920,220

82,191 48,019 124,514 38,604 106,963
5,707 277 3,525 44,980 (31,549

4,951 8,925 (28,600 (10,404) 7,232
8,059 (10,555) (2,822) 56,512 (49,401)

4,688 - - (3,024) -
(89,000) (124,000) {96,000) - (116,000)
(4,810) 1,219 (10,226) 17,284 (161)
11,786 {76,115) (9,609) 143,952 (82,916)

$ 907318 % 895,532 § 971,647 $ 981,256 $ 837,304
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'COMMIENTS ON THEFINANCIAL STATEMENTS

There were no recomtmended adj

ustments to the financial statements as of December 31, 2012, based on the
results of this examination. .

OTHER SIGNIFICANT ISSULS

IC 27-1-7-10()) stipwlates that every director, when elected, shall take and subsctibe fo an oath stating that he or
she will faithfully, honestly, and diligently administer the affairs of the Company and will not knowingly violate
any of the laws applicable fo such Company. A réview of corporate records disclosed that members of the Board
have not signed an Qath of Office statement, per 1C 27-1-7-1 0(i). The same violation was also listed in the Report
of Bxamination as of December 31, 2007. It is recommended the Company fmplement procedures and processes
to be compliant with the applicable Indiana Statute regarding Oath of Office statements,

IC 27-1-7-7(b) states an annual meeting of Shareholders, Members, or Policyholders shall be held within five (5)
mouths affer the close of each fiscal year of the Company and at such time withip that period as the Bylaws may
provide. According to Article II, Section 1, of the Company’s Bylaws, “The annual meeting of the stockholders
of the Company shail be held within five (5) months after the close of each fiscal year...” It was determined that
the annual meeting of Shareholders was not held within five (5) months after the close of the fiscal year for 2010
and 2012. Tt is recommended the Company comply with IC 27-1-7-7(b) and hold its annutal meeting in the time -

frame ouilined,

HFIC incurred and paid certain expenses on behalf of the Company and acted as the banker for the Company
without a signed written agreement as of year-end 2012, SSAP No. 25 states, in part, that “transactions between
related parties must be in the form of a writien agresmeont”. It is recommended that the Company prepare a Cost

+Allocation Agteement to comply with the SSAP No. 25 and file it with the INDOIL _

gy (IT)) review. As a result of this review, findings were noted

in controls over operations, logical security, physical security, application changes, and corporate governance, Ii
is recommended that the Company establish and implement appropriate control policies and procedures to
strengthen its IT controls. Management has represented that remediation of items listed in the IT Report are

underway.,

The examination included an. Information Technolo

SUBSEQUENT EVENTS

There were no events subsequent to the examigation date and prior to the completion of fleld work which were
considered material events requiring disclosure in this Report of Examination. _
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AFFIDAVIT

This is to certify that the undersigned is a duly qualified Exam iner-in-Charge appointed by the Indiana
Department of Insurance and that he, in coordination with staff assistance from Noble Consulting Services, Inc.,
hereinafter collectively refetred to as the “Examiners”, performed an examination of Haitford Casualty Insurance
Company, as of December 31, 2012,

The Indiana Department of Insurance is accredited under the National Association of Insurance Commissioners
Financial Regulation Accreditation Standards.

This examination was performed in accordance with those procedures required by the NAIC Financial Condition
Examiners Handbook and other procedures tailored for this examination. Such procedures performed on this
examination do not constitute an audit made in accordance with generally accepted auditing standards and no
audit opinion is expressed on the financial statements contained in this reportt.

The attached report of examination is a true and complete report of condition of Hartford Casualty Insurance
Company as of Deegmber 31 2012, 3s determined by the undersigned.

i

Michael Dinius, CFE
Noble Consulting Services, Inc.

State of: Indiana
County of: Marion

I's
On this |b day of NW, 2014, before me personally appeared, Michael Dinius, to sign this
document.

IN WITNESS WHEROF, I have hereunto set my hand and affixed my notarial seal in said County and State, the
day and year last above written.

i : UGHERTY .
|, U, SAMANTHA LEIGH DOUGHE _
My commis @‘]?S‘é;ﬁlfe;%Notarv Public, Sﬂtate of indiana /\/

E: Z  Commission ¥ 627606 A4 .
% ;-ﬁ:f':‘!'-:ﬁ My Commission Expires Notary Public
Y July 04, 2019

X

Indiana Department of Insurance 14 Hartford Casvalty Insurance Company
NAIC Accredited Financial Examination as of 12/31/2012




