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Columbus, Ohio
October 26, 2012

Honorable Mary Taylor
Lt. Governor/Director
State of Ohio
Department of Insurance
50 West Town Street

3" Floor — Suite 300
Columbus, Ohio 43215

Dear Lt. Governor/Director:

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

Mid-Continent Casualty Company

an Ohio domiciled, stock, property and casualty insurance company, hereinafter referred to as the
“Company.”

Scope of Examination

The Department last examined the Company as of December 31, 2008. The Department’s current
examination covers the period of January 1, 2009 through December 31, 2011.

The Department, as the coordinating state regulator of the insurance company subsidiaries of American
Financial Group, Inc. (“AFG”), led the multi-state coordinated examination that included
representatives from the states of California, Delaware, Illinois, New York, Ohio and Texas.

The examination was conducted in accordance with the National Association of Insurance
Commissioners (“NAIC”) Financial Condition Examiners Handbook (“Handbook”). The Handbook
requires that the Department plan and perform the examination to evaluate the Company’s financial
condition and identify prospective risks including corporate governance, identify and assess inherent
risks and evaluate system controls and procedures used to mitigate those risks. An examination also
includes assessing the principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation, management’s compliance with Statutory
Accounting Principles and annual statement instructions when applicable to domestic state regulations.

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

For all years under examination, the Certified Public Accounting firm of Ernst & Young LLP provided
an unqualified opinion on the Company’s financial statements based on Statutory Accounting
Principles. The audited financial reports were reviewed during the examination.

1



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

Ronald J. Brichler Executive Vice President,
Great American Insurance Company

H. Michael Coon President and Chief Operating Officer,
Mid-Continent Casualty Company

Gary J. Gruber Executive Vice President,
Great American Insurance Company

Karen Holley Horrell Senior Vice President, Executive Counsel and Secretary,
Great American Insurance Company

Keith A. Jensen Senior Vice President,
American Financial Group, Inc.

Donald D. Larson President,
Great American Insurance Company

Eve Cutler Rosen Senior Vice President, General Counsel and Assistant Secretary,
Great American Insurance Company

David J. Witzgall Senior Vice President, Chief Financial Officer and Treasurer,
Great American Insurance Company



Officers

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

Name Title

Donald D. Larson Chairman

Ronald J. Brichler Vice Chairman

H. Michael Coon President and Chief Operating Officer

James S. Davis Senior Vice President

Gregory P. Jones Senior Vice President, Chief Financial Officer and Treasurer
S. Kirby Pancoast Senior Vice President

Robert B. Batson Vice President and Chief Information Officer
Todd A. Bazata Vice President

David B. Dyke Vice President

Melanie K. Pancoast Vice President

Richard L. Simpson Vice President
Nora Anne Webb Vice President

L. Fay Jessee Secretary

Insurance Holding Company System

The Company is a member of a holding company system as defined in Section 3901.32 of the ORC.
The Company is a wholly owned subsidiary of Great American Holding, Inc., domiciled in Ohio, and
an indirect wholly owned subsidiary of AFG, the ultimate controlling person in the holding company
system. Through its insurance company subsidiaries, AFG is engaged primarily in property and
casualty insurance, focusing on specialized commercial products for businesses, and the sale of
traditional fixed and indexed annuities and a variety of supplemental insurance products. The common
stock of AFG is traded on the New York Stock Exchange.



Territory and Plan of Operations

The Company is licensed to transact business in thirty-four states. The Company leads a reinsurance
pooling agreement with its wholly-owned subsidiaries. The effect of the pooling agreement is to
transfer all direct insurance liabilities of the subsidiaries to the Company and to cede specified
percentages of the net underwriting results of the Company to its subsidiaries. The following
companies are included in the pooling agreement with their participation percentages:

Company Domicile Participation
Mid-Continent Casualty Company OH 94%
Mid-Continent Assurance Company OH 3%
Oklahoma Surety Company OH 3%
Mid-Continent Excess and Surplus Ins. Company DE _ 0%
Total 100%

MCCC and its subsidiaries focus on niche focused programs targeting risk classes well understood by
management. These business lines primarily consist of general liability, product liability, and
homebuilders’ liability products with contractors, commercial automobile, inland marine and surety.

During 2011, the largest states in terms of direct premium written were as follows: Texas, $37.5
million (29.9%); Oklahoma, $37.1 million (29.6%); and Florida, $17.4 million, (13.9%).

The following table illustrates the Company’s direct and net premiums written by line of business, in
thousands, for the year 2011:

Line of Business Direct  Percent Net Percent
Other liability — occurrence $ 67,557 53.9% $61,479  51.4%
Products liability 20,088 16.0% 20,867  17.4%
Commercial auto liability 10,617 8.5% 11,283 9.4%
Inland marine 9,833 7.8% 8,790 7.4%
Surety 6,028 4.8% 6,348 5.3%
Other liability — claims made 6,235 5.0% 5,644 4.7%
Auto physical damage 4,350 3.5% 4,646 3.9%
All other lines 620 0.5% 634 0.5%

Total $125,328  100.0% $119,691 100.0%



Reinsurance

The Company maintains a clash cover agreement. This agreement is a casualty agreement that
provides protection of $8 million in excess of $2 million on primary business. There is an umbrella
agreement that is a variable quota share arrangement. The Company retains 50% of a $1 million limit,
30% of a $2 million limit, 26.67% of a $3 million limit, 20% of a $4 million limit and 18% of a $5
million limit. For directors and officers liability, the Company has protection of $4 million in excess
of $1 million. For property catastrophe coverage, the Company has $7 million in excess of $3 million
in protection.

All contracts examined contained the necessary clauses to meet the guidelines prescribed by the NAIC.

Financial Statements

The financial condition and the results of its operations for the three-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, Capital and Surplus
Statement of Income
Statement of Changes in the Capital and Surplus Account



Statement of Assets, Liabilities, Capital and Surplus

December 31, 2011

Assets

Bonds

Preferred stocks

Common stocks

Cash and short-term investments
Subtotal, cash and invested assets

Investment income due and accrued
Uncollected premiums and agents’ balances in course of collection
Deferred premiums and installments booked but deferred
Amounts recoverable from reinsurers
Current federal income tax recoverable
Net deferred tax asset
Guaranty funds receivable or on deposit
Electronic data processing equipment and software
Receivable from affiliates
Note receivable
Total assets

$ 406,566,828
14,529,610
55,747,428
18,188,589

495,032,455

4,550,662
17,128,758
3,058,201
3,400,000
2,602,357
18,591,672
432,844
2,647,308
100,515
37,002

$ 547,581,864




Statement of Assets, Liabilities, Capital and Surplus

December 31, 2011

Liabilities
Losses
Loss adjustment expenses
Other expenses
Taxes, licenses and fees
Unearned premiums
Ceded reinsurance premiums payable
Amounts withheld or retained by company for account of others
Provision for reinsurance
Payable to affiliates
Total liabilities

Capital and Surplus
Additional admitted deferred tax asset

Common capital stock
Gross paid in and contributed surplus
Unassigned funds

Total capital and surplus

Total liabilities, capital and surplus

$ 212,323,292
94,152,141
5,947,406
1,295,036
53,474,276
2,477,789
153,581
680,000
10,719
370,514,240

6,454,983
3,506,250
100,551,226
66,555,165
177,067,624

$ 547,581,864




Statement of Income
For the Year Ended December 31, 2011

Premiums earned

Losses incurred

Loss adjustment expenses incurred
Other underwriting expenses incurred
Total underwriting deductions

Net underwriting gain

Net investment income earned
Net realized capital gains
Net investment gain

Net gain (loss) from premium balances charged off
Miscellaneous income (expense)
Total other income (loss)

Net income before dividends and federal income taxes
Dividends to policyholders
Federal income taxes incurred

Net income

$ 121,988,239

30,347,997
21,577,923
42,468,373

94,394,293

27,593,946

23,123,789
194,127

23,317,916

(347,676)
(11,423)

(359,099)

50,552,763
79,776
11,943,608

$ 38,529,379



Statement of Changes in the Capital and Surplus Account
(In thousands)

2007 2008 2009 2010 2011

Capital and surplus, beginning of year $292,825 $331,581 $209,642 $232,042 $217,426
Net income 105,450 61,397 66,130 50,424 38,529
Net unrealized capital gains (losses) (2,530) (2,603) 10,991 4,617 3,594
Change in net deferred income tax (2,231) 7,371 (6,836) (7,300) (2,313)
Change in nonadmitted assets (1,125) 1,793 2,626 (1,934) 988
Change in provision for reinsurance - - (200) - (480)
Cumulative effect of changes in

accounting principles - - 2,712 - -
Paid in surplus 92 103 115 225 83
Dividends to stockholders (60,900) (190,000) (61,000) (60,000) (80,000)
Aggregate write-ins - - 7,862 648 759
Net change in capital and surplus 38,756 (121,939) 22,400 (14,616) (40,358)
Capital and surplus, end of year $331,581 $209,642 $232,042 $217,426 $177,068

Notes to Financial Statements
Investments

The Company’s investments were in compliance with ORC Section 3925.08 and valued in accordance
with the relevant Statements of Statutory Accounting Principles and the NAIC Securities Valuation
Office.

Loss and Loss Adjustment Expense Reserves

The Company’s Board of Directors appointed John L. Doellman, FCAS, MAAA, Vice President and
Actuary, Great American Insurance Company, to render the Company’s Statement of Actuarial
Opinion (“Opinion”).  Mr. Doellman prepared an Actuarial Report supporting the Opinion in
connection with the preparation of the Company’s December 31, 2011 Annual Statement.

Thomas S. Botsko, ACAS, MAAA, the Department’s Property and Casualty Actuary, reviewed the
Actuarial Report and performed other procedures as considered necessary to evaluate the pooled
reserves. On the basis of his analysis, Mr. Botsko concluded the pooled reserves fall within a
reasonable range of reserve estimates at December 31, 2011.



Conclusion

The balance sheet contained in this Report of Examination reflects the financial condition of the
Company as of December 31, 2011, and is summarized as follows:

Total Admitted Assets $547.581.864

Liabilities $370,514,240

Capital and Surplus 177.067.624

Total Liabilities, Capital and Surplus $547.581.864
Acknowledgement
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Verification

As required by Section 3901.07 of the Ohio Revised Code, the undersigned hereby attest to the best of

their knowled d belief that the attached is a true Report of Examination as of December 31, 201 1.
Examiner-In ‘Gﬁarge Datel Aséistant'Chief Examiner Date
State of Ohio

County of Franklin

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 ;ﬁ( } day of JQOJ QJV”(M (2012.
o
T2AGESH Shase

NOTARY PUBLIC, STATE OF OHIO
. 2017

?-I-

State of Ohio
County of Franklin

Personally appeared before me the above named, Jeffrey K. Ebert, 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 ;b day of MU\}QJ\\&)()A/, 2012.
cr T

otarflif
HIO
NOTARY PUBLIC, STATE OF O
7\Jl\’\l'l.‘-OPnﬂMlSSK'JN EXPIRES MAY 22, 2017

My Commission Expires




