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RATING RATIONALE
Rating Rationale: The ratings apply to The Cincinnati Insurance Com-
pany and three subsidiaries, The Cincinnati Indemnity Company, The
Cincinnati Casualty Company and The Cincinnati Specialty Underwrit-
ers Insurance Company, collectively referred to as The Cincinnati In-
surance Companies (CIC), and are based on the consolidated results of
these companies.

The ratings reflect CIC’s superior risk-adjusted capitalization and
historically conservative loss reserving standards that have resulted
in the recognition of substantial favorable development of prior acci-
dent year loss reserves. The ratings also reflect the group’s historically
strong operating earnings, which have improved in recent years. The
generally favorable trend in operating earnings has been derived in
part from improved underwriting performance, which has benefited
from enhanced pricing techniques, better risk selection, increased use
of technology including predictive modeling, and the establishment
of direct workers’ compensation claims reporting. In addition, the
ratings recognize the strong distribution network within its targeted
regional markets that is centered on cultivating strong, long-term re-
lationships with local independent insurance agencies. CIC’s relation-
ships with its agent base are further strengthened by the local presence
of field support associates, competitive commission structure and a
comprehensive portfolio of insurance products. Lastly, CIC benefits
from the financial flexibility afforded by Cincinnati Financial Cor-
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poration (CINF), which maintains modest financial leverage and is a
source of additional liquidity through its line of credit and access to
capital markets.

The positive rating factors are partially offset by the variability in
CIC’s earnings in the earliest year of the recent five-year period relative
to its similarly rated commercial lines peers primarily due to significant
natural catastrophe losses on underwriting results. The group also con-
tinues to address the below average performance on its personal and
commercial automobile lines business. The group has recognized the
need for reunderwriting, which includes rate increases and improving
pricing precision aided by predictive analytics utilization.

The group’s market profile continues to improve but still remains
somewhat geographically concentrated. As a result, the group remains
more exposed to potential economic, legislative and judicial changes
than its more geographically diversified peers. This geographic concen-
tration leaves the group susceptible to catastrophe and non-catastrophe
weather-related losses as evidenced in recent accident years. Addition-
ally, CIC maintains high common stock leverage relative to its peers.
While the stock holdings are comprised of dividend-paying stocks,
which enhance investment income, they expose risk-adjusted capital-
ization to equity market fluctuations.

Positive movement in the issuer credit rating could result from the
group maintaining its improvement in underwriting performance on its
primary lines of business while controlling any negative implications of
its secondary business initiatives, poorer performing personal lines and
catastrophe losses, which should allow the group to maintain a strong
capital position. Negative issuer credit rating action on the group’s rat-
ings could be driven by negative operating or capital impacts from ca-
tastrophe losses similar to those experienced in 2011, a stock market
correction similar to 2009 or its new initiatives, which include increas-
ing its personal lines focus as well as higher risk business written on an
assumed basis.

RATING UNIT MEMBERS

The Cincinnati Insurance Companies (AMB# 004294):
Best’s

AMB# Company FSR

000258 Cincinnati Insurance Company A+

013843 Cincinnati Specialty Undrs Ins A+

004289 Cincinnati Casualty Company A+

010650 Cincinnati Indemnity Company A+
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KEY FINANCIAL INDICATORS ($000)

Net Pre-tax Total Policy-

Premiums Operating Admitted holders’ Comb.
Year Written Income Assets Surplus Ratio
2012 3,485,215 471,719 10,007,697 3,913,598 95.5
2013 3,896,924 569,363 10,858,179 4,325,670 92.8
2014 4,146,422 539,499 11,376,412 4.472,210 95.1
2015 4,364,122 752,637 11,595,506 4,412,431 90.6
2016 4,583,666 609,568 12,525,363 4,685,962 94.5

(*) Data reflected within all tables of this report has been compiled through the A.M. Best
Consolidation of statutory filings.

BUSINESS PROFILE

The property/casualty insurance operations of Cincinnati Financial
Corporation (CINF) are led by The Cincinnati Insurance Company,
which together with its three subsidiaries, is known as The Cincinnati
Insurance Companies standard market property/casualty group. The
group ranks among the 25 largest property/casualty insurance groups
in the country based on net written premium. Through its single chan-
nel distribution network of independent agents, the group underwrites
a broad array of standard commercial lines and personal lines, pri-
marily in the Midwest and Southeast regions of the United States.
Through its subsidiary companies, The Cincinnati Casualty Compa-
ny, The Cincinnati Indemnity Company, and The Cincinnati Specialty
Underwriters Insurance Company (CSU) the group is provided with
greater underwriting and pricing flexibility. Surplus lines capability is
available through CSU.

In commercial lines, the group targets small-to medium-sized ac-
counts and does not offer unsupported workers’ compensation cover-
age. Based in Ohio, the group generates approximately 16% of direct
premiums from its state of domicile. The next four largest markets
based on direct writings are Illinois, Indiana, Pennsylvania and Michi-
gan. These five states account for approximately 40% of the group’s
writings. On a consolidated basis, the group’s premium writings are
split approximately 70% commercial lines and 26% personal lines,
with approximately 4% excess and surplus business.

CIC writes qualified commercial accounts on three-year policies
with base rates for property and general liability coverages that are un-
changed over that term, packaged together with annually underwrit-
ten auto, workers’ compensation and umbrella coverages. As a result,
approximately 75% of commercial premiums are written on one-year
policy terms, subject to annual renewal rating. Approximately 25%
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are written on multi-year terms where the base rates are unchanged at
each policy anniversary. This approach provides a marketing and re-
tention advantage while increasing efficiency and convenience for the
company, its agents and policyholders.

The Cincinnati Insurance Companies write business through a net-
work of independent agents. There has been considerable progress in
recent years in geographical expansion to new states, mainly in the
West. Prior to making agency appointments in new states, the group
completes a comprehensive analysis to determine if current conditions
are conducive to the group’s business and risk management strategies,
culture and profitability targets. Appointed agencies are supported by
property/casualty field underwriters averaging 21 years of underwriting
experience. These representatives operate out of their homes, increas-
ing their accessibility to agents, developing greater familiarity with the
agents’ accounts and eliminating the need for branch offices. The group
places great value on maintaining a strong local market presence and
believes it is a critical success factor from both an underwriting and
claims perspective. CIC and its wholly owned standard market subsid-
iaries actively market commercial lines admitted products in 39 states
and personal lines admitted products in 35 states through independent
agencies. CSU offers an array of non-admitted products through an af-
filiate, CSU Producer Resources Inc. (C-SUPR). C-SUPR was created
solely to provide non-admitted products to CIC agents written through
CSU. CSU writes a balanced book of business geographically, as well
as by class of business, with no more than 25% of written premium
represented by any particular class of business. CSU primarily writes
within the following industry segments: Construction, Miscellaneous
Manufacturing, Miscellaneous Retail and Wholesale Services, Real
Estate related, Amusement and Special Events, Bars and Taverns, Fire
Suppression Contractors, Habitational (apartments), Janitorial Servic-
es, and non-auto Transportation companies such as tire retreaders and
truck service repair.

CIC is a wholly owned subsidiary of Cincinnati Financial Corporation
(CINF).
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2016 BY-LINE BUSINESS (5000)

Reinsurance
—DPW— —Prem Assumed—
Product Line ($000) (%) (8000) (%)

Com’l MultiPeril ................. 1,181,348 254 16,273 15.8
Oth Liab Occur ......... 709,656  15.3 5,445 53
Homeowners ........... 518290  11.1 7,947 7.7
Auto Physical........... 442,787 9.5 -172 0.2
Comm’l Auto Liab. ... ... 432,087 9.3 9,535 9.3
Workers” Comp ......... 362,801 7.8 32,621 31.7
Priv Pass Auto Liab 314,476 6.8 3,000 29
OthLiabCM ........... 114,172 25 5,358 52
Fire................... 122,597 2.6 411 0.4
Inland Marine. .......... 118,347 25 e .
Prod Liab Occur. ........ 104,523 22 0 0.0
Allied Lines . ........... 106,723 23 125 0.1
AllOther .................oo. 121,662 26 22,352 21.7
Total. ..o 4,649.468  100.0 102,894 100.0

Reinsurance Business

—Prem Ceded— —NPW— Retention
Product Line (8000) (%) ($000) (%) (%)
Com’l MultiPeril ............. 52,699 312 1,144922 250 95.6
Oth Liab Occur ......... 16,244 9.6 698,858 152 97.7
Homeowners ........... 21,034 125 505202  11.0 96.0
Auto Physical........... 2,423 14 440,192 9.6 99.5
Comm’l Auto Liab. ... ... 3,794 22 437829 9.6 99.1
Workers” Comp ......... 38,865  23.0 356,557 7.8 90.2
Priv Pass Auto Liab 10,308 6.1 307,168 6.7 96.8
OthLiabCM ........... 1,844 1.1 117,686 2.6 98.5
Fire................... 6,127 3.6 116,881 25 95.0
Inland Marine. .......... .o 422 2.5 114,126 25 96.4
Prod Liab Occur. . ....... .. 0 0.0 104,523 23 100.0
Allied Lines . ........... 5911 3.5 100,937 22 94.5
AllOther ................... 5228 3.1 138,785 3.0 96.4
Total. ..o 168,696  100.0 4,583,666  100.0 96.5
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Consolidated Balance Sheet
Admitted Assets ($000)

YE 2016 %

Bonds. ..o $ 6,531,235 52.1
Preferred stock. . ...l 184,402 15
Commonstock. . .......coooviiii 3,272,990 26.1
Cash and short-terminvest . .............. 456,699 3.6
Other non-affil invasset.................. 68,128 05
Investments in affiliates . ................. 200,328 1.6
Real estate, offices. ..................... 8,987 _01
Total invested assets .................. $10,722,769 85.6
Premium balances ...................... 1,540,669 123
Accruedinterest. ........... ... 86,417 0.7
Allotherassets. .........c.oovvviii i, 175,508 _14
Totalassets. ........covvviivininn $12,525,363 100.0

Liabilities & Surplus ($000)

Loss & LAEreserves. ..........oovvinnn $ 4,741,925 37.9
Unearned premiums. .. ........oovvvnn.. 2,260,965 18.1
Conditional reserve funds . ............... 2 0.0
All other liabilities . . .........ocovviunt 836,509 _6.7
Total liabilities . . ...................... $ 7,839,401 62.6
Capital & assigned surplus. . .............. 366,997 29
Unassigned surplus . .. .......ooovvnenn.n 4,318,965 345
Total policyholders’ surplus . ............ $_4,685,962 374
Total liabilities & surplus . .. ............. $12,525,363  100.0
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Why is this Best’s® Rating Report important to you?

The A.M. Best Company is the oldest, most experienced rating agen-
cy in the world and has been reporting on the financial condition of
insurance companies since 1899.

A Best’s Financial Strength Rating (FSR) is an independent opin-
ion of an insurer’s financial strength and ability to meet its ongoing
insurance policy and contract obligations. An FSR is not assigned to
specific insurance policies or contracts and does not address any other
risk, including, but not limited to, an insurer’s claims-payment poli-
cies or procedures; the ability of the insurer to dispute or deny claims
payment on grounds of misrepresentation or fraud; or any specific li-
ability contractually borne by the policy or contract holder. An FSR is
not a recommendation to purchase, hold or terminate any insurance

policy, contract or any other financial obligation issued by an insurer,
nor does it address the suitability of any particular policy or contract
for a specific purpose or purchaser.

The company information appearing in this pamphlet is an extract
from the complete AMB Credit Report. You may obtain the complete
report by contacting Customer Service at +1(908)439-2200 or cus-
tomer_service@ambest.com. Please reference the company’s identi-
fication number (AMB#) listed on this rating report.

For the latest Best’s Financial Strength Ratings along with their defi-
nitions and A.M. Best’s Terms of Use, please visit www.ambest.com.

Copyright © 2017 A.M. Best Company, Inc. and/or its affiliates. All rights reserved.
No part of this report may be reproduced, distributed, or stored in a database or retrieval system, or transmitted in any form or by any means without the prior written permission of the
A.M. Best Company. While the data in this report was obtained from sources believed to be reliable, its accuracy is not guaranteed.

Printed May 22, 2017 www.ambest.com Page 5 of 5




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 524288
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 0
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements true
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [200 200]
  /PageSize [612.000 792.000]
>> setpagedevice


