DEPARTMENT OF HGEI‘JRANCE, FINANCIAL
INSTITUTIONS AND PROFESSIONAL REGISTRATION

PO. Box 690, Jefferson City, Mo. 65102-0690

RE: Examination Report of Old Reliable Casualty Company
ORDER

After full consideration and review of the report of the financial examination of Old Reliable
Casualty Company for the period ended December 31, 2009, together with any written
submissions or rebuttals and any relevant portions of the examiner’s workpapers, I, John M.
Huff, Director, Missouri Department of Insurance, Financial Institutions and Professional
Registration pursuant to section 374.205.3(3)(a), RSMo., adopt such report. After my
consideration and review of such report, workpapers, and written submissions or rebuttals, the
findings and conclusions of the examination report are incorporated by reference and deemed to
be my findings and conclusions to accompany this order pursuant to section 374.205.3(4),
RSMo.

Based on such findings and conclusions, I hereby ORDER, to take the following action or
actions, which I consider necessary to cure any violation of law, regulation or prior order of the
Director revealed by such report: (1) implement, and verify compliance with, each item
mentioned in the General Comments and/or Recommendations section of such report; (2)
account for its financial condition and affairs in a manner consistent with the Director’s findings
and conclusions.

So ordered, signed and official seal affixed this 10™ day of May, 2011.

e s

John M. Huff, Director
Department of Insurance, Financial Institutions
and Professional Registration
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March 17. 2011
St. Louis, MO

Honorable Alfred W. Gross, Commissioner

Bureau of Insurance

Virginia State Corporate Commission

Chairman, Financial Condition (E) Committee, NAIC

Honorable Mary Jo Hudson, Director
Department of Insurance

State of Ohio

Secretary, Midwestern Zone, NAIC

Honorable John M. Huff, Director

Missouri Department of Insurance, Financial
Institutions and Professional Registration

301 West High Street, Room 530

Jefferson City, Missouri 65101

Lady and Gentlemen:

In accordance with your financial examination warrant, a comprehensive financial
examination has been made of the records. affairs and financial condition of

Old Reliable Casualty Company

hereinafter referred to as “Old Reliable” or the “Company.” The Company's office is
located at 12115 Lackland Road: St. Louis. Missouri 63146; telephone number (314)
819-4300. Examination fieldwork began on March 15, 2010 and concluded on the above
date.

SCOPE OF EXAMINATION

Period Covered

This examination covers the period from January 1, 2005 through December 31, 2009,
and was conducted by examiners from the state of Missouri in conjunction with
examiners from the state of Illinois. This examination also considered material
transactions or events occurring subsequent to December 31, 2009.

Procedures

This examination was conducted as a coordinated examination with the state of Illinois
acting as the lead state. We conducted our examination in accordance with the NAIC
Financial Condition Examiners Handbook. The handbook requires that we plan and
perform the examination to evaluate the financial condition and identify prospective risks
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of the Company by obtaining information about the Company including corporate
governance, identifying and assessing inherent risks within the Company and evaluating
systems 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. Key activities were: Treasury, Premiums, Reinsurance,
and Claims.

The examiners relied upon information and workpapers provided by the Company’s
independent auditor, Deloitte & Touche, Chicago, Illinois, for its audit covering the
period from January 1, 2009 through December 31, 2009. Such reliance included fraud
risk analysis, internal control narratives and tests of internal controls.

SUMMARY OF SIGNIFICANT FINDINGS

This examination identified no significant findings. The Company’s business was stable
and profitable during the examination period, and the reinsurance program lessens much
of the underwriting risk.

SUBSEQUENT EVENTS

There were no significant subsequent events.

COMPANY HISTORY

General

Old Reliable Casualty Company was incorporated on December 18, 1978 and received its
certificate of authority to operate under Chapter 379 RSMo (Insurance Other than Life)
on December 29, 1978.

At the time of its incorporation, 100% of the capital stock of Old Reliable was owned by
The Reliable Life Insurance Company (“Reliable Life”). During 1981, Reliable Life sold
the stock of Old Reliable to Clayton Holdings Corporation, a subsidiary of Capitol
County Mutual Fire Insurance Company (“Capitol County”™). resulting in Capitol County
becoming the indirect ultimate controlling entity of Old Reliable.

In 1986, Clayton Holdings Corporation contributed all of the capital stock of Old
Reliable to Capitol County, leaving Capitol County as the direct owner and ultimate
controlling entity of the Company. Old Reliable has a service agreement with United
Insurance Company of America (“UICA™), whereby UICA manages all the underwriting
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functions of the Company on an at-cost basis. A review by the state of Texas of the
agreement and management structures in place between Capitol County and Reliable Life
found the two companies to be affiliates, and Texas required that the affiliation be
reported by Capitol County. Subsequent inquiry into this matter by the Missouri
Department of Insurance, Financial Institutions and Professional Registration resulted in
an agreement by Old Reliable that it is affiliated with Reliable Life and ultimately Unitrin
as well, and thus the reporting of Unitrin as the ultimate controlling entity of Old Reliable

was initiated. This holding company structure has generally remained the same since that
date.

Capital Stock
The Company has 500,000 shares of $10 par common stock authorized with 250,000

shares issued and outstanding. There is no preferred stock.

Dividends
The Company has not paid any dividends since inception.

Mergers and Acquisitions
There were no mergers or acquisitions during the examination period.

CORPORATE RECORDS

Minutes of the meetings of the Board of Directors and annual meetings of the stockholder
were reviewed for the years 2005 through 2009. Those minutes document evidence of
the overall guidance provided by the Board of Directors.

As of December 31, 2009, the following nine members comprised the Board of Directors:

Name Position

John Boschelli Treasurer
Unitrin Services Company

Christopher Moses Vice President, Treasurer
Unitrin Services Company

Richard Roeske Vice President, Controller and Assistant
Treasurer
Unitrin Services Company

Samuel Fitzpatrick Assistant Vice President and Assistant Secretary
Unitrin Services Company

Deborah Quaglia Vice President

United Insurance Company of America




Dennis Sandelski Tax Director
Unitrin Services Company

Edward Konar Vice President
Unitrin, Inc.

Scott Renwick Senior Vice President, General Counsel, and
Secretary
Unitrin, Inc.

Francis Sodaro Vice President — Planning and Analysis

Unitrin Services Company

Officers serving at December 31, 2009 were:

Name Position
Edward Konar President
James Camillo Secretary
Thomas Meyers Treasurer

Committees
Committee assignments as of December 31, 2009 were as follows:

Investment Committee: John Boschelli and Edward Konar
Executive Committee: Francis Sodaro and Edward Konar

Audit Committee: The Board of Directors appointed the audit committee of
Unitrin, Inc. to serve as the audit committee of the Company.

Conflict of Interest

Members of the senior management of this company and related entities provided signed
conflict of interest disclosures. No instances of conflict of interest situations were
reported.

Surplus Debentures
The Company had no surplus debentures.




MANAGEMENT AND CONTROL

Holding Company
Old Reliable is a member of an insurance holding company system as defined by Chapter

382 RSMo (Insurance Holding Companies). Relationships are discussed in the Company
History section above.

Organizational Structure
Capitol County Mutual Fire Insurance Company and Old Reliable Casualty Company are

affiliated with the Unitrin group by virtue of a service agreement with The Reliable Life
Insurance Company. The companies also share common directors and officers. The
following organizational chart shows the structure of the Company’s ownership:

[ Unitrin, Inc. |
Various Trinity Universal
Other Insurance United Insurance
Companies Company Company of America
Capitol County
The Reliable Mutual Fire
Life Insurance Insurance
Company Company
I
Family Security
Various Other Funerals
Companies Company
Various Other
Companies

Intercompany Transactions
Old Reliable was a party to the following affiliated agreements (reinsurance agreements
are discussed in the reinsurance section below) at December 31, 2009:

Tax Allocation Agreement
Parties: Old Reliable Casualty Company and Capitol County Mutual Fire
Insurance Company.

Effective: Effective with filing of the 1994 consolidated tax return.




Terms:  This agreement apportions the tax liability to each participant the same as
if an individual return had been filed by each company.

Insurance Administrative Agreement

Parties:  Old Reliable Casualty Company and United Insurance Company of
America (“United”).

Effective: Effective August 1, 2007.

Terms:  United will provide to Old Reliable all of the services necessary for the
conduct of the Company’s existing and future fire, allied lines and
burglary/theft insurance book of business. Services to be provided by
United under the agreement will include but not be limited to the
formulation and implementation of underwriting guidelines, printing and
rating of policies and endorsements, premium collection and processing,
data processing and compilation of statistical data, maintenance of a call
center, defense, adjustment and settlement of claims, legal support. and
adherence to all applicable insurance laws and regulations. Old Reliable
will reimburse United on a monthly basis for the actual costs incurred by
United in provision of the services, with the identifiable direct expenses
billed directly to Old Reliable and the shared expenses billed to Old
Reliable on a generally acceptable allocation methodology using premium
volume or in-force policies as a base.

Rate(s): The Company incurred fees of $3.1 million for 2009 and $3.4 million for
2008.

FIDELITY BOND AND OTHER INSURANCE

The Company has a fiduciary liability policy with a limit of $25,000,000 and a $750,000
deductible. This coverage is provided for all companies within the holding company
system and exceeds the National Association of Insurance Commissioners’ suggested
minimum guidelines.

The Company is also adequately insured through policies providing coverage for
personal property, general liability, automobile liability, workers compensation and
employer liability, and directors’ and officers’ liability.

PENSIONS, STOCK OWNERSHIP AND INSURANCE PLANS

The Company’s staffing needs are met by employees of affiliates. These employees are
provided a variety of standard benefits through Unitrin, Inc.’s benefit plans. Unitrin. Inc.
sponsors certain contributory and non-contributory qualified defined pension plans, a
401-K savings plan and defined benefit postretirement plans that provide certain medical




