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1.   Summary of Significant Accounting Policies 
 
     A. Accounting Practices 
 

The financial statements of Cincinnati Equitable Insurance Company are presented on the basis of accounting 
practices prescribed or permitted by the Ohio Insurance Department. 
           
The Ohio Insurance Department recognizes only statutory accounting practices prescribed or permitted by the State 
of Ohio for determining and reporting the financial condition and results of operations of an insurance company, for 
determining its solvency under the Ohio Insurance Law.  The National Association of Insurance Commissioners' 
(NAIC) Accounting Practices and Procedures manual, version effective January 1, 2001, (NAIC SAP) has been 
adopted as a component of prescribed or permitted practices by the State of Ohio.  The State of Ohio has not adopted 
and prescribed or permitted practices that differ from NAIC SAP. 
 

 State of 
Domicile 

 2012  2011 

      
NET INCOME      
(1) Cincinnati Equitable Ins Co state basis (page 4, line 35 Col.  2 Ohio  339,866  169.431 
(2) State Prescribed Practices that increase/(decrease) NAIC SAP Ohio  -  - 
(3) State Permitted Practices that increase/(decrease) NAIC SAP Ohio  -  - 
(4) NAIC SAP (1-2-3=4) Ohio  339,866  169,431 
      
SURPLUS      
(5) Cincinnati Equitable Ins Co state basis (Page 3, Line 38, 

Columns (1&2) Ohio 
 

4,698,699  4,882,781 
(6) State Prescribed Practices that increase/(decrease) NAIC SAP Ohio     
(7) State Permitted Practices that increase/(decrease) NAIC SAP Ohio     
(8) NAIC SAP (5-6-7=8) Ohio  4,698,699  4,882,781 

 
     B. Use of Estimates in the Preparation of the Financial Statements  
 

The preparation of financial statements in conformity with Statutory Accounting Principles requires management to 
make certain estimates and assumptions that affect the reported amounts of assets and liabilities.  It also requires 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenue and expenses during the period.  Actual results could differ from those estimates.   

 
C. Accounting Policy 

 
Premiums are earned over the terms of the related insurance policies and reinsurance contracts.  Unearned premium 
reserves are established to cover the unexpired portion of premiums written.  Such reserves are computed by pro rata 
methods for direct business and are based on reports received from ceding companies for reinsurance. 
 
Expenses incurred in connection with acquiring new insurance business, including such acquisition costs as sales 
commissions, are changed to operations as incurred. Expenses incurred are reduced for ceding allowances received 
or receivable. 
 
In addition, the company uses the following accounting policies: 
 
(1) Short-term investments are stated at amortized cost. 
 
(2) Bonds not backed by other loans are stated at amortized cost using the interest method. 
 
(3) Common Stocks at market except that investments in stocks of uncombined subsidiaries and affiliates in 

which the Company has an interest of 20% or more are carried on the equity basis. 
 
(4) Preferred stocks are stated in accordance with the guidance provided in SSAP No. 32.  

 
(5) Mortgage loans on real estate are stated at the aggregate carrying value less accrued interest. 
 
(6) Loan-backed securities are stated at either amortized cost or the lower or amortized cost or fair market value. 

The retrospective adjustment method is used to value all securities except for interest only securities or 
securities where the yield had become negative, these are valued using the prospective method. 

 
(7)   The Company owns no subsidiaries. 
 
(8)  The Company has no interest in Joint Ventures.  
 
(9)  All derivatives, if any, are stated at fair value. 
 
(10)  The Company does not anticipate investment income as a factor in the premium deficiency calculation. 
 
(11)  Unpaid losses and loss adjustment expenses include an amount determined from individual case estimates 

and loss reports and an amount, based on past experience, for losses incurred but not reported. Such liabilities 
are necessarily based on assumptions and estimates and while management believes the amount is adequate, 
the ultimate liability may be in excess of or less than the amount provided.  The methods for making such 
estimates and for establishing the resulting liability are continually reviewed and any adjustments are 
reflected in the period determined. 

 
 

2.    Accounting Changes and Corrections of Errors 
      

A. Changes in accounting practices 
 

During the year the Company implemented SSAP 101, accounting for income taxes, which resulted in no change in the prior year’s 
admissible Deferred Tax Asset.   

B.  Correction of errors 
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The Company made no corrections of prior period financial statements. 

 
 
 
 
3.    Business Combinations and Goodwill 
 

The Company had no Business Combinations occurring during the periods reported in this statement. 
 
4.    Discontinued Operations 
 

The Company had no discontinued operations in the current year. 
 

5.    Investments 
 
A. Mortgage Loans 
  The Company has no Mortgage Loans 
B. Debt Restructuring 
   The Company has not restructured any debt in the current year. 
C. Reverse Mortgages 
   The Company has no Reverse Mortgages. 
D. Loan-Backed Securities 

1. Prepayment assumptions for single class and multi-class mortgage-backed/asset-backed securities were obtained  
 from broker dealer survey values or NAIC RMBS/ CMBS modeling. 
2. The Company had no securities with a recognized other-than-temporary impairment. 
3. The Company had no securities with a recognized other-than-temporary impairment. 
4.  All impaired securities (fair value is less than cost or amortized cost) for which an other-than-temporary impairment 
 has not been recognized in earnings as a realized loss (including securities with a recognized other-than-temporary 
 impairment for non-interest related declines when a non-recognized interest related impairment remains): 
 

a. The aggregate amount of unrealized losses: 

 1.     Less than 12 Months $                0  

 2.     12 Months or Longer      $                0  

 b.  The aggregate related fair value of securities 
         with unrealized losses: 

 1.     Less than 12 Months        $                0  

  2.    12 Months or Longer        $                0    
 

E. Repurchase Agreements/ Securities Lending 
   The Company has no Repurchase Agreements and no Security Lending program. 
F. Real Estate 

The Company has no Real Estate investments.  
 

6.    Joint Ventures, Partnerships and Limited Liability Companies 
 

The Company has no Joint Ventures, Partnerships or Limited Liability Companies. 
 

7.    Investment Income 
 

The Company has no excluded investment income due and accrued. 
 

8.    Derivative Instruments 
 

The Company has no investments in derivative financial instruments. 
 

9.    Income Taxes 
 
 

A. The components of the net deferred tax asset/(liability) at December 31 are as follows: 
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A. All Deferred tax liabilities are recognized. 
 

B. Current income taxes incurred consist of the following major components:   
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D.   Among the more significant book to tax adjustments were the following: 
 
 Amount Tax Effect 

 
(1) Income before taxes $           342,866 $      117,000 
(2)   Dividend received deduction (7,000) (2,000) 
(3)   Non-Deductible expenses  - - 
(4)   Capital Loss Carryforward Used  (320,000) (109,000) 
(5)   Intercompany Transactions (7,000) (3,000) 
(6)   Taxable Income $               8,866 $          3,000   

    
E. (1)  At December 31, 2012, the Company had operating loss carry forwards of $838,000, which were generated by 

                 Lakeland Insurance Company in 1998 through 2000 and expire in 2019. 
 

(2)  The following are income taxes incurred in the current and prior years that will be available for recoupment in 
the event of future net losses: 

 
2012 (current year)  $    3,000  
2011 (current year - 1) $       0 
2010 (current year -2)  $       0 

 
F.      (1) The Company's Federal Income Tax return is consolidated with the following entities: 
 

Cincinnati Equitable Companies, Inc. 
Cincinnati Equitable Life Insurance Company 
Southern Michigan Insurance Company 

 
 
 
 

(2) The method of allocation between the companies is subject to a written agreement, approved by the Board of 
Directors.  Allocation is based upon separate return calculations with current credit for net losses.  Intercompany 
tax balances are settled within 90 days from the date the tax return is filed or estimated payments are made. 
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 10.    Information Concerning Parent, Subsidiaries and Affiliates 
 

A. Cincinnati Equitable Insurance Company is a wholly owned subsidiary of Cincinnati Equitable Life Insurance 
Company, a life insurance company domiciled in the State of Ohio. 

B. Cincinnati Equitable Insurance Company shares common management with Cincinnati Equitable Life Insurance 
Company and Southern Michigan Insurance Company.  Certain processing functions are also shared between these 
companies, such as accounting and mail processing. 

C. Cincinnati Equitable Companies, Inc. pays processing expenses and allocates them directly to Cincinnati Equitable 
Life Insurance Company, Cincinnati Equitable Insurance Company and Southern Michigan Insurance Company, 
proportionate to the time worked on each company or the loss payment activity. 

D. At December 31, 2012, the Company reported a net receivable of $1,004.  The terms of the settlement require that 
these amounts be settled within 90 days. 

E. The Company has made no guarantees on behalf of the Parent Company. 
F. Cincinnati Equitable Companies, Inc. has agreed to provide Management and certain processing functions to 

Cincinnati Equitable Life insurance Company, Cincinnati Equitable Insurance Company and Southern Michigan 
Insurance Company (see 10.B. above).  In 2012 the allocated expenses were $78,000. 

G. All outstanding stock of Cincinnati Equitable Insurance Company is owned by Cincinnati Equitable Life Insurance 
Company (see Schedule Y of this statement). 

H. The Company owns no shares of the Parent Companies’ outstanding stock. 
I. The Company owns no Subsidiaries.  

 
11.    Debt 

 
The Company has no outstanding debt. 
 
 

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

 
A. Defined Benefit Plan 

The Company has no Defined Benefit Pension Plan. 
B. Other Retirement Plans 

The Company participates in a 401(k) plan sponsored by Cincinnati Equitable Companies, Inc, the Parent 
Company.   

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

 
1. The Company has 1,000,000 shares authorized, 1,000,000 shares issued and 1,000,000 shares outstanding. 
2. The Company has no preferred stock outstanding. 
3. Without the approval of the domiciliary commissioner, dividends to the shareholders are limited by the laws of the 

Company’s state of incorporation, Ohio, to $0, an amount that is based on restrictions related to statutory surplus. 
4. Within the limits of (3) above, there are no restrictions placed on the portion of Company profits that may be paid as 

ordinary dividends to stockholders. 
5. There are no restrictions placed on the Company’s surplus, including for whom the surplus is being held, other than 

the minimum surplus requirements of the state of Ohio. 
6. There are no advances to surplus. 
7. The Company holds no stock for special purposes. 
8. The Company made no changes to special surplus balances from prior years. 
9. The portion of unassigned funds (surplus) represented or reduced by each item below is as follows: 

a. Unrealized gains and losses   $       1,071 
b. Nonadmitted asset value    $ (273,189) 
c. Separate account business    $       0   
d. Asst valuation reserves    $       0   
e. Provision for reinsurance    $       0    

 
 

14.     Contingencies 
 

A. Contingent Commitments 
The Company has no Contingent Commitments. 

B. Assessments 
The Company has been notified of several insolvencies.  The actual amount of these insolvencies will not be 
known until some time in the future.  However, the Company has enough information to establish a reasonable 
estimate of future Guarantee Fund Assessments.  The Company has established a liability of $0 for future 
Guarantee Fund Assessments. 

C. Gain Contingencies 
The Company has established no contingencies for gains. 

D. All Other Contingencies 
The Company has established no other contingencies. 

 
15.    Leases 

 
The Company has no material lease commitments. 
 

16. Information about Financial Instruments with Off-Balance Sheet Risk And Financial Instruments With Concentrations 
of Credit Risk 

 
The Company has no Financial Instruments with Off-Balance Sheet Risk. 
 

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

A. The Company has not transferred receivable balances. 
B. The Company has no transaction in accordance with SSAP No.18. 
C. The Company has made no wash sale transactions. 
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18.   Gains or Losses to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially 
Insured Plans 

 
The Company has no such gain or loss. 

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

  
The Company has no written premium produced by Managing General Agents or Third Party 
Administrators. 

 
 
20.    Fair Value Measure 

A.�

�

� � � � � �

 (1) Fair Value Measurements at Reporting Date     
       
  (1) 

Description 
(2) 

(Level 1) 
(3) 

(Level 2) 
(4) 

(Level 3) 
(5) 

Total 
       
  a). Assets at fair value     
        Perpetual Preferred stock     
              Industrial and Misc $   385,714 - - $   385,714 
              Parent, Subsidiaries and Affiliates - - - - 
                    Total Perpetual Preferred Stocks 385,714 - - 385,714 
       
        Bonds     
             U.S. Governments - - - - 
             Industrial and Misc - 4,547,590 - 4,547,590 
             Hybrid Securities - - - - 
             Parent, Subsidiaries and Affiliates - - - - 
              Total Bonds - 4,547,590 - 4,547,590 
        Common Stock     
            Industrial and Misc 4,064 - - 4,064 
            Parent, Subsidiaries and Affiliates - - - - 
              Total Common Stocks 4,064 - - 4,064 
       
    Separate account assets - - -  
    Total assets at fair value $    389,778 $ 4,547,590 - $ 4,937,368 
       
       
  b). Liabilities at fair value - - - - 
            Other liabilities - - - - 
       
       
       
      Total liabilities at fair value - - - - 
   
B. The Company had no assets that rely on Level 3 fair value measurement. 

 
C.        

 

Type of Financial Instrument 
Aggregate 
Fair Value 

Admitted 
Assets (Level 1) (Level 2) (Level 3) 

Not Practicable 
(Carrying 

Value) 
        
 Bond 4,547,590 4,238,081 - 4,547,590 - - 
 Common Stock 4,064 4,064 4,064 - - - 
 Perpetual Preferred Stock 385,714 385,714 385,714 - - - 
 Mortgage Loan       
        
        

 
 
21.   Other Items 
 

The Company has no other items to report.  
   

 
 
22.    Events Subsequent 
 

The Company has no events subsequent to the date of these financial statements. 
 
23.    Reinsurance 
 
 A. Unsecured Reinsurance Recoverable 

The Company has no Reinsurance Recoverable that exceeds 3% of policyholder’s surplus; 
     

B. Reinsurance Recoverable in Dispute 
The Company has no reinsurance recoverable in dispute. 
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C.  Reinsurance Assumed and Ceded 

 
(1)             Assumed          Ceded    

                                                          Reinsurance            Reinsurance             Net 
      Premium  Commission   Premium   Commission   Premium Commission 
      Reserve   Equity        Reserve           Equity       Reserve     Equity 
 

a. Affiliates    $   0       $  0       $   0              $   0       $   0       $  0   
b. All Other     $   0     $  0        $   0      $   0                     $   0   $  0 
c. Total   $   0      $  0        $   0       $   0      $   0  $  0 
d. Direct Unearned Premium Reserves $ 0 

 
D.  Uncollectible Reinsurance 

The Company has no uncollectible Reinsurance. 
 

E.  Commutation of Ceded Reinsurance 
The Company has no Commuted Reinsurance. 

 
F.  Retroactive Reinsurance 

The Company has no Retroactive Reinsurance agreements. 
 

24. Retrospectively rated Contracts & Contracts Subject to Redetermination  
 

 The Company has no retrospectively rated contracts or contracts subject to redetermination. 
 

25. Change in Incurred Losses and Loss Adjustment Expenses 
 
 There have been no significant changes in the Loss and Loss Adjustment Expense reserves for losses incurred in prior 

accident years. 
 

26 Intercompany Pooling Agreements 
 

 The Company has no Intercompany Pooling Agreements. 
      

27. Structured Settlements 
 

 The Company currently has no structured settlement agreements. 
 

28. Health Care Receivables 
 

 The Company has no health care receivables. 
 

29. Participating Policies 
 

   The Company does not write participating policies. 
 

30. Premium Deficiency Reserves 
 
As of December 31, 2012 the Company had liabilities of $0 related to premium deficiency reserves. The Company does not 
consider anticipated investment income when calculating its premium deficiency reserves. 

 
31. High Deductibles 

 
   The Company has not taken a reserve credit for high deductible policies. 
 

32. Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses 
 

 The Company does not discount its unpaid loss or unpaid loss adjustment expense reserves. 
 

33. Asbestos/Environmental Reserves 
 
The Company has no reserves for asbestos/environmental claims. 

 
34. Subscriber Savings Accounts 

 
The Company does not offer subscriber savings accounts. 

 
35. Multiple Peril Crop Insurance 

 
The Company has no Multiple Peril Crop Insurance exposures. 

 
36. Financial Guaranty Insurance 

 
The Company does not offer Financial Guaranty Insurance. 
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����'��������* ��0� ����������������������
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��$�����"��'�� ����� 1 �
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�$%���:� ����! ���� 0������' ��+�)������������������'�)����
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�* ��������#�������2��������*�'���*�'��,'��+*�'��+*�'��+*-'�
�1*�'��1*�'��/*�'��/*��3��/*-'��/*.4� �� �� �� �� �������

�* 5� "���#�������2�������'��'�/'���'����3��,4� �� �� �� �� �����	�

-* 5� "���#���&���������#�� !����&�������2������-'�.'�0'�
1'����3��+4� �� �� �� �� 
������

.* ���� �$���������2������,'���'��-'��.'��0'��-'��.'��1'�
�/'�-��3�-.4� �� �� �� �� ��

0* � �"� " ��� ����������������������2������-�'�-��3�
--4� �� �� �� �� ��

,* � ����2�����-04� �� �� �� �� ����	
�
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�1*�'��1*�'��/*�'��/*��3��/*-'��/*.4� �� �� �� �� 
�������

1* 5� "���#�������2�������'��'�/'���'����3��,4� �� �� �� �� 
�����	�

/* 5� "���#���&���������#�� !����&�������2������-'�.'�0'�
1'����3��+4� �� �� �� �� ��
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�.* �������&�"��!��!��25�)��-'������/4� � � �� �� ��
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SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART
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