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For purposes of the quarterly interim financial information, it is presumed that the users of the 
interim financial information have read or have access to the Annual Statement as of December 
31, 2011.  This presentation addresses only significant events occurring since the last Annual 
Statement. 
 
1. Summary of Significant Accounting Policies 
 

A. Accounting Practices 
 

The accompanying financial statements of Community Insurance Company (the 
“Company”) have been prepared in conformity with the National Association of 
Insurance Commissioners’ (“NAIC”) Annual Statement Instructions and in accordance 
with accounting practices prescribed by NAIC Accounting Practices and Procedures 
Manual (“NAIC SAP”), subject to any deviations prescribed or permitted by the Ohio 
Insurance Department (the “Department”).   
 
For the nine months ended September 30, 2012 and the year ended December 31, 2011, 
there were no differences between the Company’s statutory basis capital and surplus or 
net income under NAIC SAP and practices prescribed or permitted by the Department. 
 
B. – C. 

 
No significant change. 
 

2. Accounting Changes and Corrections of Errors 
 

The NAIC adopted Statements of Statutory Accounting Principles (“SSAP”) No. 101, 
Income Taxes, A Replacement of SSAP No. 10R and SSAP No. 10, in the fourth quarter of 
2011 with an effective date of January 1, 2012. The revised standard contains changes to 
accounting for current and deferred federal and foreign income taxes. One of the changes 
impacting the Company is that the increased reversal period assumptions and surplus 
limitations are no longer elective. If the Company qualifies for the increased benefits due 
to sufficient risk-based capital levels then they are mandatory. The Company had not 
previously elected the increased benefits available under SSAP No. 10R and does qualify 
for the increased benefits.  
 
The most significant impact for the Company is the use of increased reversal period 
assumptions. The cumulative impact on surplus of the adoption of this pronouncement is 
$24,043,607. The impact is reported in the 2012 statements as an increase to surplus on 
page 5, line 43. 
 
There were no corrections of errors during the quarter ending September 30, 2012.  
 

3. Business Combinations and Goodwill 
 

Not applicable.  
 

4. Discontinued Operations 
 

Not applicable.  
 

5.  Investments 
 

A. – C. 
 
No significant change. 
 
D. Loan-Backed Securities 
 

1. Prepayment assumptions for single-class and multi-class mortgage-backed and asset-
backed securities were obtained from broker-dealer survey values or internal 
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estimates.  The Company used various third-party pricing sources in determining the 
market value of its loan-backed securities. 

2. The Company did not recognize other-than-temporary impairments on its loan backed 
securities during the nine months ended September 30, 2012. 

3. The Company did not hold other-than-temporarily impaired loan backed securities at 
September 30, 2012. 

4. The Company had no impaired securities for which an other-than-temporary 
impairment had not been recognized in earnings as a realized loss at September 30, 
2012. 

5. The Company had no impaired loaned-backed securities at September 30, 2012. 
 

E. - G. 
 

No significant change. 
 

6. Joint Ventures, Partnerships and Limited Liability Companies 
 

No significant change. 
 
7. Investment Income  
 

No significant change. 
 
8. Derivative Instruments 
 

Not applicable. 
 
9. Income Taxes 
 

No significant change. 
 
10. Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties 
 

A.  Nature of the Relationship   
 

No change.   
 
B.  Significant Transactions for Each Period 
 

The Board of Directors of the Company declared an extraordinary dividend in the amount 
of $175,000,000 on May 21, 2012.  The Department approved this dividend on June 8, 
2012.  The Company paid this dividend to its parent company, ATH Holding Company, 
on June 18, 2012. 
 

C.  Intercompany Management and Service Arrangements 
 
No change.   
 

D. Amounts Due to or from Related Parties 
 
At September 30, 2012, the Company reported $65,932,090 due from affiliates and 
$69,764,286 due to affiliates, respectively. The receivable and payable balances represent 
intercompany transactions that will be settled in accordance with the settlement terms of 
the intercompany agreement. 
 

E. - L. 
 

No significant change. 
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11. Debt 
 

A. Capital Notes 
 

Not applicable. 
 

B. All Other Debt 
 

The Company is a member of the Federal Home Loan Bank of Cincinnati ("FHLBC") 
and has the ability to obtain cash advances to earn incremental income and as an 
additional source of liquidity for its operations. In order to obtain cash advances, the 
Company is required to pledge securities to the FHLBC as collateral. In addition, 
borrowings cannot exceed twenty times the Company's investment in FHLBC common 
stock. At September 30, 2012, the Company's investment in common stock was 
$6,379,200, and there were no borrowings outstanding.   
 
As of December 31, 2011 the Company had $100,000,000 outstanding from the FHLBC. 
The advance had a fixed rate of 0.26% and matured and was paid on January 18, 2012. 
The Company pledged securities, primarily U.S. government sponsored mortgage-backed 
securities, with a fair value of $118,224,544 as collateral. 
 

12. Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated 
Absences and Other Postretirement Benefit Plans  

 
No significant change. 
 

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations 
 

No significant change. 
 

14. Contingencies 
 

No significant change. 
 

15. Leases 
 

No significant change. 
 

16. Information About Financial Instruments with Off-Balance Sheet Risk and Financial 
Instruments with Concentrations of Credit Risk 

 
No significant change. 
 

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities 
 

A. Transfers of Receivables Reported as Sales 
  

Not applicable. 
 

B. Transfer and Servicing of Financial Assets 
 

No significant change. 
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C. Wash Sales 
 

1. In the course of the Company’s asset management, securities may be sold and 
reacquired within 30 days of the sale date to enhance the yield on the investments. 

 
2. At September 30, 2012, there were no wash sales involving securities with an NAIC 

designation of 3 or below or unrated. 
 
18. Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion 

of Partially Insured Plans 
 

A. Administrative Services Only Plans 
 

Not applicable. 
 

B. Administrative Services Contract Plans  
 

No significant change. 
 

C. Medicare or Other Similarly Structured Cost-Based Reimbursement Contract  
 
Not applicable. 
  

19. Direct Premium Written/Produced by Managing General Agents/Third Party 
Administrators 

 
Not applicable.   
 

20. Fair Value Measurements 
 
A.  Assets at Fair Value 

 
1. Fair value measurement at reporting date: 
 

Level I Level II Level III Total
Bonds
  Industrial and miscellaneous -$             52,076$        -$       52,076$        
Total bonds -               52,076          -         52,076          

Common stock
  Industrial and miscellaneous 247,042       90                 6,379     253,511        
Total common stock 247,042       90                 6,379     253,511        

Total assets at fair value 247,042$     52,166$        6,379$   305,587$      

($ in thousands)

 
 
2. Assets measured at fair value using significant unobservable inputs (Level III):  
 

Balance at 
1/1/2012

Transfers 
in Level III

Transfers 
out Level III

Securities no 
longer 

carried at 
FV

Total gains 
(losses) 

included in 
Net Income

Total gains 
(losses) 

included in 
Surplus Purchases Issuances Sales Settlements

Balance at 
9/30/2012

Bonds
Industrial and 
miscellaneous 758$          -$          -$             33$             26$               -$               -$               (817)$             -$                  -$           

Common stock
Industrial and 
miscellaneous 6,379         -            -               -               -              -                -                 -                 -                 -                    6,379         

Total 7,137$       -$          -$             -$             33$             26$               -$               -$               (817)$             -$                  6,379$       

($ in thousands)

There were no transfers into or out of Level III during this period. The Company's 
policy is to recognize transfers between Levels, if any, as of the beginning of the 
reporting period. 
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3. Fair values of fixed maturity securities are based on quoted market prices, where 
available.  These fair values are obtained primarily from third party pricing services, 
which generally use Level I or Level II inputs, for the determination of fair value to 
facilitate fair value measurements and disclosures.  United States government 
securities represent Level I securities, while Level II securities primarily include 
corporate securities, securities from states, municipalities and political subdivisions 
and residential mortgage-backed securities.  For securities not actively traded, the 
third party pricing services may use quoted market prices of comparable instruments 
or discounted cash flow analyses, incorporating inputs that are currently observable in 
the markets for similar securities.  Inputs that are often used in the valuation 
methodologies include, but are not limited to, broker quotes, benchmark yields, credit 
spreads, default rates and prepayment speeds.  

 
Fair values of equity securities are generally designated as Level I and are based on 
quoted market prices.  For certain equity securities, quoted market prices for the 
identical security are not always available and the fair value is estimated by reference 
to similar securities for which quoted prices are available.  These securities are 
designated Level II. 

 
There have been no significant changes in the valuation techniques during the current 
period. 
 

B. Liabilities at Fair Value 
 

     There are no liabilities measured at fair value at September 30, 2012. 
 

C. Financial Instruments  
 

Type of Financial 
Instrument

Aggregate 
Fair Value

Admitted 
Assets Level I Level II Level III

Bonds 1,399,407$  1,328,492$  20,807$  1,378,560$   40$         
Common stock 253,511       253,511       247,042  90                 6,379      
Short term investments 85,232         85,232         85,232    -                    -             

( $ in thousands )

 
D. Not Practicable to Estimate Fair Value 

 
There are no financial instruments that were not practicable to estimate fair value. 

 
21. Other Items 

 
No significant change. 

 
22. Events Subsequent 
 

There were no events occurring subsequent to September 30, 2012, requiring disclosure. 
Subsequent events have been considered through November 12, 2012 for the statutory 
statement issued on November 12, 2012.  

 
23. Reinsurance 
 

No significant change. 
 

24. Retrospectively Rated Contracts & Contracts Subject to Redetermination 
 
No significant change. 
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25. Change in Incurred Claims and Claim Adjustment Expenses 

 
The estimated cost of claims and claims adjustment expenses attributable to insured events of 
prior years decreased by $47,596,188 during 2012.  This is approximately 11.4% of unpaid 
claims and claim adjustment expenses of $416,253,091 as of December 31, 2011.  The 
redundancy reflects the decreases in estimated claims and claims adjustment expenses as a 
result of claims payment during the year, and as additional information is received regarding 
claims incurred prior to 2012.  Recent claim development trends are also taken into account 
in evaluating the overall adequacy of unpaid claims and claims adjustment expenses.   
 

26. Intercompany Pooling Arrangements 
 

Not applicable. 
 

27. Structured Settlements 
 

Not applicable. 
 

28. Health Care Receivables 
 
No significant change. 

 
29. Participating Policies 

 
Not applicable. 

 
30. Premium Deficiency Reserves 

 
Not applicable. 

 
31. Anticipated Salvage and Subrogation 

 
No significant change. 
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