STATE OF INDIANA ) BEFORE THE INDIANA

COUNTY OF MARION ) COMMISSIONER OF INSURANCE

IN THE MATTER OF:

Chubb National Insurance Company
202 North Illinois Street, Suite 2600
Indianapolis, IN 46282

Examination of: Chubb National Insurance Company

NOTICE OF ENTRY OF ORDER

Enclosed is the Final Order entered by Stephen W. Robertson, Commissioner of
the Indiana Department of Insurance, after fully considering and reviewing the Verified
Report of Examination of Chubb National Insurance Company, any relevant examination
work papers, and any wrtitten submissions or rebuttals. The Verified Report of

Examination, as sent to you on June 6, 2018, has been adopted by the Commissioner.

Pursuant to Ind. Code § 27-1-3.1-12(b), within thirty (30) days of receipt of the
Final Order, each director of Chubb National Insurance Company shall file an afﬁdavit
with the Indiana Department of Insurance stating that he/she has received a copy of the
Verified Report of Examination and the Final Order.

The Final Order is a final administrative decision that may be appealed pursuant

to Ind. Code § 4-21.5-5.
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M

Date Roy Eft
Chief Financial Examiner

CERTIFIED MAIL NUMBER: 7005 3110 0002 4443 9841




STATE OF INDIANA ) BEFORE THE INDIANA
) SS:
COUNTY OF MARION ) COMMISSIONER OF INSURANCE

IN THE MATTER OF:
Chubb National Insurance Company

202 North Illinois Street, Suite 2600
Indianapolis, IN 46282

Examination of: Chubb National Insurance Company

FINDINGS AND FINAL ORDER

The Indiana Department of Insurance conducted an examination into the affairs of
the Chubb National Insurance Company (hereinafter “Company”) for the time period
January 1, 2012 through December 31, 2016.

The Verified Report of Examination was filed with the Commissioner of the
Department of Insurance (hereinafter “Commissioner”) by the Examiner on April 2,
2018.

A copy of the Verified Report of Examination, along with a Notice of
Opportunity to Make Written Submission or Rebuttal, was mailed to the Company via
Certified Mail on June 6, 2018 and was received by the Company on June 9, 2018.

The Company did not file any objections.

NOW THEREFORE, based on the Verified Report of Examination, I hereby
make the following FINDINGS:

1. That the Verified Report of Examination is a true and accurate report of the financial
condition and affairs of the Chubb National Insurance Company as of December 31,
2016.

2. That the Examiner’s Recommendations are reasonable and necessary in order for the

Chubb National Insurance Company to comply with the laws of the State of Indiana.

Based on the FINDINGS, the Commissioner does hereby ORDER:



1. Pursvant to Ind. Code § 27-1-3.1-11(a)(1), the Verified Report of Examination is
adopted and shall be filed. Hereafter the Verified Report of Examination, may
constitute prima facie evidence of the facts contained therein in any action or
proceeding taken by the Indiana Department of Insurance against the Company, its

officers, directors, or agents.

2. The Company shall comply with the Examiner’s Recommendations enumerated in
summary form and throughout the text of the Verified Report of Examination. A
written response to these recommendations should be provided to the Department

within 30 days of receipt of this order.

3. Compliance with the Examiner’s recommendations shall be completed on or before
the filing of the subsequent annual statement. In the event it is not feasible to comply
with a recommendation before the filing of the subsequent annual statement, the
Company shall submit a written explanation as to why it was not feasible with the

filing of the annual statement.

igned this m' day of , Shwb ot .
2018 Insurance Commissioner
’ ) Indiana Department of Insurance




ABOUT AFFIRMATIONS

The following pages for affirmations need to be signed by each Board Member and
returned to the Indiana Department of Insurance within thirty (30) days in accordance
with L.C. §27-1-3.1-12(b).

If your affirmations list individuals that are no longer on your Board of Directors, you
may simply retype the form on plain white paper with the correct names and a line to the
right for signature. If the names are misspelled, you may do the same, simply re-type the
corrected form with a line to the right for signature.

Should you have any questions or difficulties with these forms or you require additional
time past the thirty (30) day requirement, please do not hesitate to contact this department
at (317) 232-2390.
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STATE OF INDIANA

ERIC J. HOLCOMB, GOVERNOR

Indiana Department of Insurance
Stephen W. Robertson, Cormmissioner
311 W, Washington Street, Suite 103

Indianapolis, Indiana 46204-2787
Telephone: 317-232-2385
Fax: 317-232-5251
Website: in.gov/idoi

April 2, 2018

Honorable Stephen W. Robertson, Commissioner
Indiana Department of Insurance

311 West Washington Street, Suite 300
Indianapolis, Indiana 46204-2787

Dear Commissioner;

Pursuant to the authority vested in Apﬁointment Number 3945, an examination has been made of
the affairs and financial condition of:

Chubb National Insurance Company
2028 Hall’s Mill Road
Whitehouse Station, New Jersey 08889

hereinafter referred to as the “Company™, or “CNIC”, an Indiana domestic stock, property and
casualty insurance company. The examination was conducted at the corporate offices of the
Company in Whitehouse Station, New Jersey.

The Report of Examination, reflecting the status of the Company as of December 31, 2016, is
hereby respectfully submitted.

ACCREDITED BY THE NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS
AGENCY SERVICES ~ CGMPANY COMPLIANCE  CONSUMER SERVICES FINANCIALSERVICES ~ MEDICALMALPRACTICE  COMPANY RECORDS  STATEHEALTH INSURANCE PROGRAM
317-232-2413 317-232-3495 317-232-2395/1-800-622-4461 317-232-2390 317-232-24G2 317-282-5692 1-800-452-4800




SCOPE OF EXAMINATION

The Company was last examined by representatives of the Indiana Department of Insurance (INDOI), and covered
the period from January 1, 2007 through December 31, 2011, The present risk-focused examination was conducted
by Noble Consulting Services, Tnc., and covered the period from January 1, 2012 throngh December 31, 2016, and
included any material transactions and/or events occurring subsequent to the examination date and noted during the
course of this examination.

The examination was conducted in accordance with the NAIC Financial Condition Examiners Hondbook
(Handbook). The Handbook requires that we plan and perform the examination to evaluate the financial condition,
assess corporate governance, identify current and prospective risks of the Company, and evaluate system controls
and procedures used to mitigate those risks. An examination also includes identifying and evaluating significant
risks that could cause an insurer’s surplus to be materially misstated both currently and prospectively.

The examination of the Indiana domestic insurance companies of the Legacy Chubb Group (Group) was called by
the INDOTI in accordance with the Handbook guidelines, through the NAIC’s Financial Examination Electronic
Tracking System. The Group entities included in this examination include Chubb Custom Insurance Company,
Chubb Indemmity Insurance Company, Chubb Insurance Company of New Jersey, Chubb Lloyds Insurance
Company of Texas, CNIC, Executive Risk Tndemnity, Inc., Executive Risk Specialty Insurance Company, Federal
Tusurance Company, Great Northern Insurance Company, Pacific Indemnity Company, and Vigilant Insurance
Company. Texas Pacific Indemnity Company elected not to participate due to a merger approval, effective
September 30, 2017. The INDOI served as the lead state on the examination, and the Connecticut Insurance
Department, the Delaware Department of Insurance, the State of New Jersey Department of Bavking & Insurance,
the New York State Department of Financial Services, the Texas Department of Insurance, and the Wisconsin
Office of the Conmmissioner of Insurance served as participants.

The Merlinos & Associates, Inc. staff provided all actuarial services throughout the examination and conducted a
review of the Company's actuarial related risks representing the INDOI as of December 31, 2016.

All accounts and activities of the Company were considered in accordance with the risk-focused examination
process. This may include assessing significant estimafes made by management and evaluating management’s
compliance with Statutory Accounting Principles. The examination does not attest to the fair presentation of the
financial statements included herein. If during the course of the examination, an adjustment is identified the impact
of such adjustment will be documented separately following the Company’s financial statements.

This examination report includes significant findings of fact, as in the Indiana Code (IC) 27-1-3.1-10 and general
information about the insurer and its financial condition. There may be other items identified during the
examination that, due to their nature (e.g., subjective conclusions, proprietary information, etc.), are not included
within the examination report but separately communicated to other regulators and/or the Company.

HISTORY
CNIC was incorporated on March 23, 1993, and began writing business on December 14, 1993. The Compauny is &

wholly owned subsidiary of Federal Insurance Company (Federal) and until Jaguary 14, 2016, The Chubb
Corporation, & holding company for property and casualty insurance companies, was the ultimate parent.

Indiana Department of Insurance 2 Chubb National Insurance Company
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On July 1, 2015, it was announced that ACE Limited (ACE) had agreed to acquire The Chubb Corporation.
Effective January 14, 2016, The Chubb Corporation merged with William Investment Holdings Corporation, a
wholly owned subsidiary of ACE created for the purpose of the transaction. The Chubb Corporation was the
surviving corporation and became a wholly owned indirect subsidiary of ACE. The Chubb Corporation
subsequently merged with and into ACE INA Holdings, Inc., a Delaware corporation and indirect subsidiary of
ACE, with ACE INA Holdings, Inc. continuing as the swviving corporation. ACE INA Holdings, Inc. subsequently
changed its name to Chubb INA Holdings, Inc. On January 15, 2016, ACE was renamed Chubb Limited.

CAPITAL AND SURPLUS

During the period of examination, there were 10,000 shares of capital stock authorized, issued, and outstanding
with a par value of $450 per share. The Company has no preferred stock anthorized.

DIVIDENDS TO STOCKHOLDERS

No dividends were declared or paid during the examination period.

TERRITORY AND PLAN OF OPERATION

Chubb Limited is a Swiss-incorporated holding company and the ultimate parent company of the Group. Chubb
Limited provides commercial and personal property and casualty insurance, personal accident and supplemental
health insurance, reinsurance and life insurance to a diverse group of clients, with operations in fifty-four (54)
countries. Chubb Limited operates through six (6) business segments as follows: North America Commercial P&C
Insurance, North America Personal P&C Insurance, North America Agricultural Insurance, Overseas General
Insurance, Global Reinsurance, and Life Insurance. The results of operations of The Chubb Corporation are
included from the date of acquisition forward. The Legacy Chubb companies primarily write in North America
Commercial P&C Insurance and North America Personal P&C Insurance.

The North America Commercial P&C Insurance segment provides property and casualty insurance to large, middle
market, and small commetcial businesses in the U.S., Canada, and Bermuda, and includes Major Accounts,

Commercial Insurance, Westchester, and Chubb Bermuda.

Major Accounts represent approximately 41% of North America Commercial P&C Insurance's net premiums
earned in 2016. Within Major Accounts, there are differentiated business units that offer specialized products. In
general, Major Accounts provides a broad array of traditional and specialty property and casualty, accident and
health, and risk management products and services to large U S. and Canadian-based institutional organizations and

corporations.

Commercial Insurance represents approximately 40% of North America Commercial P&C Insurance's net
premiums earned in 2016. This unit has two (2) business units within it: Commercial Insurance and Small
Commercial Insurance. The Commercial Insurance unit provides a broad range of P&C, professional lines and
accident and health products targeted to U.S. and Canadian-based middle market customers in a variety of indusiries
with annual revenues greater than $10 million. The Small Commercial operations provide a broad range of property
and casualty, workers’ compensation, small commercial management, and professional liability for small
businesses based in the U.S. with annual revenues up to $10 million.

Indiana Department of Insurance 3 Chubb National lusurance Company
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The North America Personal P&C Insurance segment provides affiuent and high net worth individuals and families
with homeownets, automobile and collector cars, valnable articles (including fine arts), personal and excess
liability, travel insurance, and recreational marine insurance and services. This segment includes business written
by Chubb Personal Risk Services division, which comprises the Group’s high net worth personal lines business and
ACE Private Risk Services, with operations in the U.S. and Canada. The homeowners’ business, including valuable
articles, represents 70% of North America Personal P&C Insurance's net premiums earned in 2016,

The top five (5) states in which the Company writes premiums are as follows, ranked from highest to lowest based
on direct written premiums: New York, Illinois, Pennsylvania, Texas, and Georgia.

GROWTH OF THE COMPANY

The following exhibit summarizes the financial results of the Company during the examination period:

Admitted Surplus and Premiums
Year Assets Liabilities Other Funds Earned Net Income
2016 $ 343,508,732 § 180,580,055 $ 162,928,677 $ 38,001,851 § 10,785275
2015 329,883,937 177,531,042 152,352,895 48,394,342 11,537,737
2014 303,851,367 163,195,532 140,655,835 46,008,611 11,977,150
2013 280,441,488 151,935,393 128,506,095 44 528,485 12,342,735
2012 262,299,050 146,085,120 116,214,830 43,287,433 8,818,960

Admitted assets and liabilities have both increased steadily over the examination period. The increases in surplus
during the exam period were primarily due to net income.

Premiums earned decreased by 21.5% in 2016 as compared to 2015. This decrease appears reasonable considering
the new quota share reinsurance agreement with ACE Property and Casuvalty Insurance Company (ACE P&C)
where 20% of all Legacy Chubb Pool, current accident year business, was ceded to ACE P&C, effective January 1,
2016.

The slight decrease to net income in 2016 was due to merger integration expenses and a decrease in net realized
capital gains/losses. Net income increased by 40.0% in 2013 as compared to 2012. The increase was primarily due
to an increase in net underwriting gain of $6.4 million offset by an increase in federal and foreign income taxes
incurred of $2.8 million. The increase in the net underwriting gain was due to substantially lower catastrophe losses
in 2013 as compared to 2012, when Hurricane Sandy struck the northeastern United States.

MANAGEMENT AND CONTROL

Directors

The Bylaws provide that the business affairs of the Company are to be managed by a Board of Directors (Board),
the number of which is determined by a resolution of a majority of the Board. At least one (1) of the directors must
be a resident of Indiana. In 2016, the Board fixed the number of directors at eight (8). The shareholders, at each
annual meeting, elect the members of the Board.

Indiana Department of Insurance 4 Chubb National Insurance Company
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The following is a listing of persons serving as directors as of December 31, 2016, and their principal occupations

as of that date:

Name and Address Principal Occupation
Gerard Michael Butler Director
Bryn Mawr, Pennsylvania Chubb National Insurance Company
Paul Joseph Krump Executive Vice President
Mendham, New Jersey Chubb Group Holdings, Inc.
John Joseph Lupica Vice Chairman
Newtown, Pennsylvania Chubb Limited
Allison Williams Meta Vice President
Fishers, Indiana Chubb National Insurance Company

Harold Lawrence Morrison, Jr.
Basking Ridge, New Jersey

Paul Gerard ’Connell
Princeton, New Jersey

Kevin Michael Rampe

Senior Vice President
Chubb Group Holdings, Inc.

Chief Actuary
Chubb INA. Holdings, Inc.

Deputy General Counsel, Operations

New Hope, Pennsylvania Chubb Group Holdings, Inc.

Executive Vice President and Treasurer
ACE American Insurance Compary

Drew Kiehn Spitzer
Summit, New Jersey

QOfficers

The Bylaws state that the elected officers of the Company shall consist of a President, one (1} or more Vice
Presidents, a Secretary, and a Treasurer. The Board may also elect from time to time such other officers as is
deemed necessary. Each of these officers is elected by the Board and shall hold office at the pleasure of the Board.

The following is a list of key officers and their respective titles as of December 3 1,2016:

Name Office
Chairman and President i

Paul Joseph Krump

Drew Kichn Spitzer Executive Vice President, Chief Financial Officer, and Treasurer
Paul Gerard O’ Connell Senior Vice President and Chief Actuary

John Paul Taylor Senior Vice President

Brandon Michael Peene Vice President and Secretary

CONFLICT OF INTEREST

Directors and officers are required to review and sign Conflict of Interest statements annually. It was determined
that the directors and officers listed in the Management and Control section of this Report of Examination did not
review and sign their statements as of December 31, 2016. See the Other Significant Issues section of this Report

of Bxamination.

Chubb National Insurance Company
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OATH OF OFFICE

IC 27-1-7-10(i) stipulates that every director, when elected, shall take and subscribe to an oath stating that he or she
will faithfully, honestly, and diligently administer the affairs of the Company and will not knowingly violate any of
the laws applicable to such Company. It was determined that all directors listed on the Company's Jurat page have
signed an Oath of Office statement as of December 31, 2016.

CORPORATE RECORDS

Articles of Incorporation

There were no amendments made to the Articles of Incorporation during the examination period.

Bylaws -

There were amendments made to the Bylaws as of August 30, 2012. The amendments were to update the minimum
director requirements to tailor them to the Indiana insurance law requirements and to conform the forme and structure
of the Bylaws to be consistent with the other Legacy Chubb companies.

Minutes

The Board and shareholders meeting minutes were reviewed for the period vnder examination through the fieldwork
date. Significant actions taken during cach meeting were noted.

1C 27-1-7-7(b) states an annual meeting of shareholders, members, or policyholders shall be held within five (5)
months after the close of each fiscal year of the Company and at such time within that period as the Bylaws may
provide. The Company’s Bylaws do not specify the date or time the annual meeting of shareholders is to be held.
For-each year under review, the annual meeting of shareholders was held within five (5) months following the close

of each fiscal year.

The Chubb Limited Board Committee meeting minutes for the examination period, and through the fieldwork date,
were reviewed for the Audit Committee and the Risk and Finance Comunitiee.

Indiana Department of Insurance 6 Chubb National Insurance Company
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AFFILIATED COMPANIES

QOreanizational Structure

The following abbreviated organizational chart shows the Company’s parent and subsidiaries as of December 31,
2016:

NAIC Co.  Domiciliary
Code State/Country

Chubb Limited
Chubb INA. Holdings, Inc.

TFederal Insurance Company 20281 IN
Vigilant Insurance Company _ ' 20397 NY
Chubb National Insurance Company 10052 IN
Pacific Indemnity Company 20346 Wi
Great Northern Insurance Company ‘ 20303 IN
Chubb Indemnity Tnsurance Company 12777 NY
Chubb Custom Insurance Company 38989. NI
Executive Risk Indemnity, Inc. ‘ 35181 DE
Chubb Insurance Company of New Jersey 41386 NI
Chubb Lloyds Insurance Company of Texas (a) 27774 D¢
Chubb de Chile Compania de Seguros Chile
PT Asuransi Chubb Indonesia Indonesia
Chubb de Mexico Compania Afianzadora, S.A. de C.V. Mexico
Chubb Argentina de Seguros, S.A. Arpentina
Chubb de Mexico Compania de Seguros, S.A. de C.V. : - Mexico
Chubb de Colombia Compania de Seguros S.A. Colombia
Chubb Financial Solutions (Bermuda) Lid. Bermuda
Chubb Investment Holdings, Inc. _ NI

(a) Lloyds Company/Syndicate

" Affiliated Agreements

The following significant affiliated agreements and transactions were disclosed as part of the Form B - Holding
Company Registration Statement and were filed with the INDOI, as required, in accordance with IC 27-1-23-4,
The Form B — Holding Company Registration Statement mcludes additional affiliated agreements not inchuded in

this Report of Examination.

Management Agreement
Effective January 1, 1998, the Company entered into a Management Agreement with Federal, in Whlch Federal acts

as manager of the busmess of insurance of the Company. Under the terms of the Management Agreement, the
Company makes periodic advances to Federal in order to meet the Company’s proportionate share of expenses and
liabilities incurred by Federal. Effective January 1, 2007, the Management Agreement was amended to comply

with SSAP 96.

Producer Contract
Effective February 24, 2012, the Company entered into a Producer Confract with Chubb Insurance Solutions

Agency, Inc. (CISA), whereby CISA acts as an insurance agent for the Company.

7 Chubb National Insurance Company
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Investment Advisory Services Agreement

Effective Tuly 1, 2016, the Company entered into an Investment Advisory Services Agreement with Chubb Asset
Management in which Chubb Asset Management assists with the evaluation and selection of the Company’s
investment advisors and monitors the performance, compliance, and risk profile of the Company’s portfolio.

Consolidated Federal Income Tax Allocation Agreements
Effective January 1, 2016 to January 14, 2016, the Company was party to an Intercompany Tax Allocation
Agreement with The Chubb Corporation.

Effective January 15, 2016, the Company is a party to an Intercompany Tax Allocation Agreement with Chubb
Group Holdings, Inc. The Company’s Tax Sharing Allocation Agreement provides that any subsidiary having
taxable income will pay a tax liability equivalent to what that subsidiary would have paid if it had filed a separate
federal income tax return for the year. If the separately calculated federal income tax return for any subsidiary
results in a tax loss, the current tax benefit resulting from such loss, to the extent utilizable on a separate return basis
will be paid to that subsidiary.

Intercomparny Pooling Agreement

The Company is a member of an Intercompany Pooling Agreement with affiliated insurers. The Intercompany
Pooling Agreement dated October 1, 2006, covers substantially all business. Business is apportioned among the
member companies based upon pre-determined rates of participation. As of December 31, 2016, the Company’s
pooling percentage was .5%.

FIDELITY BOND AND OTHER INSURANCE

The Company protects itself against loss from any fraudulent or dishonest acts by any employees through a fidelity
bond issued by Lloyd’s of London. The bond has a single loss coverage limit of $25,000,000, with a $2,500,000
deductible. The fidelity bond is adequate to meet the prescribed minimum coverage specified by the NAIC.

The Company had additional types of coverage in-force as of December 31, 2016, including but not limited to
directors and officers, etrors and omissions liability, general liability, property lability, and workers” compensation.

PENSION, STOCK OWNERSHIP, AND INSURANCE PLANS

In accordance with the Company’s Management Agreement with Federal, the Company bears its propottionate
share of expenses incurred by Federal for costs related to the defined contribution benefit plan, the defined benefit
plans, and the postemployment benefits and compensated absences plans in which Federal participates. The
Company has no legal obligations for benefits under the defined benefit plans.

Indiana Department of Insurance 8 Chubby National Insurance Company
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SPECIAL AND STATUTORY DEPOSITS

The Company reported the following deposits as of December 31, 2016:

State Book Value Fair Value
For All Policyholders:
Indiana $2,959,019  $3,042,730
All Other Special Deposits:
California 3,630,173 3,712,602
Delaware 104,324 107,276
District of Columbia 498,618 505,391
Georgia 73,975 76,068
Massachnseits 151,745 156,036
Nevada- 318,185 339,399
New Hampshire 493,170 507,122
New Mexico 606,978 624,150
North Carolina 312,973 321,827
Oregon 369,877 380,341
South Carolina 232,359 238,932
Virginia 484,634 498345
Total Deposits $10,236,030  $10,510,219
REINSURANCE

Reinsurance Pool

The Company and eight (8) affiliates participate in an Intercompany Pooling Agreement, the Chubb Group
* Reinsurance Pool (the Chubb Pool). The Intercompany Pooling Agreement covers substantially all business with
the exception of foreign business, the run-off of an aircraft voluntary pool, and certain older asbestos and
enviromnental losses. Federal is the lead company with a 68.5% participation in the Chubb Pool.

The Chubb Pool differs from traditional pooling arrangements whereby participants cede all of their business to a
lead retnsurer, and the lead reinsurer refrocedes to each company a portion of all net business written. In the case
of the Chubb Pool, each participating company retaing a designated percentage of their own business, ceding the
remainder of their business to the participating companies. Each participating company also assumes a designated
percentage of all other pool participants’ business. To illustrate, Federal, which has a 68.5% share of the pool,
cedes 31.5% of their business to the other eight (8) pool participants. Federal, in turn, then assumes 68.5% of the
subject business from each of the remaining eight (8) pool participants. Although the methodology utilized differs
from a “traditional” pooling arrangement, the net financial results are identical.

Indiana Department of Insurance 9 Chubb National Insurance Company
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Following is a list of the companies within the Chubb Pool and their respective contract percentage:

Percentage  Domiciliary

Name of Pool Members of Pool State
Federal Insurance Company 68.5% IN
Pacific Indemnity Company 17.0% Wi
Executive Risk Indemmnity Inc. 8.0% DE
Great Northern Insurance Company 4.0% IN
Chubb Custom Insurance Company 0.5% NJ
Chubb Indemnity Insurance Company 0.5% NY
Chubb National Insurance Company 8.5% IN
Executive Risk Specialty Insurance Company 0.5% CT
Vigilant Insurance Company 0.5% NY
Total 100.0%

There are three (3) other affiliated companies which cede 100% of their business to one (1) of the participating pool
members where it is, in turn, then included within the Chubb Pool. These companies are: Texas Pacific Indemmity
Company, a wholly owned subsidiary of Pacific Indemnity Company (PIC), which cedes 100% of its business to
PIC, who retains 17% and cedes the remaining 8§3% to the other eight (8) pool participants, Chubb Insurance
Company of New Jersey which cedes 100% of its business to Federal, who retains 68.5% and cedes the remaining
31.5% to the other eight (8) pool participants, and Chubb Lioyds Insurance Company of Texas which cedes 100%
of its business to Great Northern Insurance Company, who retains 4% and cedes the remaining 96% to the other
eight (8) pool participants.

Effective January 1, 2016, the Company and other affiliated participants of the Chubb Pool entered into a net
liabilities quota share reinsurance agreement with ACE P&C to reinsure 20% of the Chubb Pool’s current accident
year results, excluding Unallocated Loss Adjustment Expenses (Legacy Chubb net liabilities quota share
agreement). The Legacy Chubb net liabilities quota share agreement was approved by the INDOI, as well as all
other appropriate regulatory authorities.

Natural Catastrophe Property Reinsurance Program
_Chubb Limited’s core property catastrophe reinsurance program provides protection against natural catastrophes
impacting its primary property operations (i.e., excluding Global Remsurance and Life Insurance segments). Chubb
Limited regularly reviews their reinsurance protection and corresponding property catastrophe exposures. This may
or may not lead to the purchase of additional reinsurance prior to a program’s renewal date. Chubb Limited
purchased a Global Property Catastrophe Reinsurance Program for their North American and International
operations. The program was effective April 1, 2016 through March 31,2017, and consisted of three layers in. excess
of losses retained by Chubb Limited. In addition, Chubb Limited also purchased terrorism coverage (excluding
nuclear, biological, chemical and radiation coverage, with an inclusion of coverage for biological and chemical
coverage for personal lines) for the United States from April 1, 2016 through March 31, 2017, with the same limits
and retention and percentage placed except that the majority of terrorism coverage was on an aggregate basis above
their retentions without a reinstaterent.

Indiana Departroent of Insurance 10 Chubb National Insurance Company
NAIC Accredited Financial Examination as of 12/31/2016



The following table depicts the catastrophe reinsurance program outlined above.

Loss Location Layer of Loss Comments

United States (excluding Alaska and | $0 million - $1.0 biflion Loss retained by Chubb (a)
Hawaii)

United States (excluding Alaska and | $1.0 billion - $1.25 billion All natural perils and terrorism (b)
Hawaii)

United States (excluding Alaska and | $1.25 billion - $2.0 biliion All natural perils and terrorism (c)
Hawaii) '

United States (excluding Alaska and | $2.0 billion - $3.5 billion All natural perils and terrorism (d)
Hawaif) '

International (including Alaska and | $0 million ~ $175 million Loss retained by Chubb (a)
Hawaiz)

International (including Alaska and | $175 million - $925 million All natural perils and terrorism (c)
Hawait) :

Alaska, Hawaii, and Canada $925 miltion - $2.425 billion All natural perils and terrorism (d)

(a) Ultimate retention will depend upon the nature of the loss and the interplay between the underlying per risk programs and
certain other catasirophe programs purchased by individual business units. These other catastrophe programs have the potential
to reduce their effective retention below the stated levels,

(b) These coverages are 20 percent placed with Reinsurers.

(c) These coverages are both part of the same Second layer within the Global Catastrophe Program and are 100 percent placed
with Reinsurers. As such, it may be exhausted in one region and not available in the other.

(d) These coverages are both part of the same Third layer within the Global Catastrophe Program and are 100 percent placed
with Reinsurers. As such, it may be exhausted in one region and not available'in the other,

Chubb Limited also has two series of property catastrophe bonds in place (assumed as part of The Chubb
Corporation acquisition) that offer additional natural catastrophe protection for certain parts of the portfolio. The
geographic scope of this coverage is from Virginia through Maine. The East Lane VI 2014 series provides $270
million of coverage as part of a $300 million layer in excess of $3.453 billion retention through March 14, 2018.
The Bast Lane VI 2015 series provides $250 million of coverage as part of a $500 million layer in excess of $2.602
billion retention through March 13, 2020. .

ACCOUNTS AND RECORDS

The Company’s accounting procedures, practices, account records, and supporting data were reviewed and tested
to the extent deemed necessary. The frial balances prepared from the Company’s general ledger for the years ended
December 31, 2015 and December 31, 2016, were agreed to the respective Annual Statements. The Annual
Statements for the years ended December 31, 2012 through December 31, 2015, were agreed to each year’s
independent audit report without material exception. In 2016, the independent audit report was on a combined basis,
The Company’s accounting procedures, practices, and account records were deemed satisfactory.
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CHUBB NATIONAL INSURANCE COMPANY

Assets
As of December 31, 2016
Per Examination®
Bonds $ 253,434,148
Stocks:

Preferred stocks 2,069,600
Cash, cash equivalents and short-term investments 3,587,651
Receivables for securities 24,916
Subtotals, cash and invested assets 259,116,315
Investment income due and accrued 2,305,063
Premiuims and considerations: _

Uncollected premiums and agents’ balances in course of collection 19,239,184

Deferred premiums, agents’ balances and installments booked but deferred and

not yet due 57,953,296
Reinsurance:

Amounts recoverable from reinsurers 1,345,809

Other amounts receivable under reinsurance confracts 5,214
Net deferred tax asset 2,472,640
Aggregate write-ins for other-than-invested assets 1,071,211
Total assets excluding Separate Accounts, Segregated Accounts and Protected

Cell Accounts 343,508,372
Total $ 343,508,732

* There were no adjustments to the as-filed financial statements, therefore the Annual Statement amounts agree to the
examination atnounts.
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CHUBB NATIONAL INSURANCE COMPANY
- Liabilities, Surplus and Other Funds

As of December 31, 2016

Losses
Loss adjustment expenses

Commissions payable, contingent commissions and other similar charges

Other expenses
Taxes, Heenses and fees
Current federal and foreign income taxes
Unearned premiums
Advance premiom
Dividends declared and unpaid:
Policyholders
Ceded reinsurance premiums payable
Funds held by company under reinsurance treaties
Amounts withheld or retained by company for account of othets
Provision for reinsurance
Payable to parent, subsidiaries and affiliates
Total liabilities excluding protected cell liabilities
Total liabilities
Commeon capital stock
Gross paid in and contributed surplus
Unassigned funds (surplus)
Surplus as regards policyholders
Totals

Indiana Department of Insurance 13
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$ 57,454,242
19,937,473
740,391
1,558,044
233,975
1,029,607
18,691,109
2,049,996

492,919
60,694,981
5,594
448,018
159,099
17,084,607

180,580,055

180,580,055

4,500,000
11,000,000
147,428,677

162,928,677

$ 343,508,732

* There were no adjustments to the as-filed financial statements, therefore the Annual Statement amounts agree to the
examination amounts.
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CHUBB NATIONAL INSURANCE COMPANY
Statement of Income
For the Year BEnded December 31, 2016

Por Examination®
UNDERWRITING INCOME

Premiums earned $ 38,001,851

DEDUCTIONS
Losses incurred ' 15,419,066
Loss adjustment expenses incurred 4,930,274
Other underwriting expenses incurred 10,038,825
Agpregate write-ins for underwriting deductions ' 592
Total underwriting deductions 30,388,757
Net underwriting gain (loss) ' 7,613,094

INVESTMENT INCOME
Net investment income earned ' 7,919,986
Net realized capital gains (losses) less capital gains tax (14,220)
Net investment gain (loss) 7,905,766
OTHER INCOME

Net gain (loss) from agents’ or premium balances charged off (31,673)
Aggregate write-ins for miscellaneous income (764,813)
Total other income . {796,486)
Net income before dividends to policyholders, after capital gains tax and before

all other federal and foreign income taxes 14,722,374
Dividends to policyholders 226,812
Net income, after dividends to policyholders, after capital gains tax and before all

other federal and foreign income taxes _ 14,495,562
Federal and foreign income taxes incurred 3,710,287
Net income $ 10,785,275

* There were no adjustments to the as-filed financial statements, therefore the Annual Statement amounts agree to the
examination amounts.
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CHUBB NATIONAIL INSURANCE COMPANY
Capital and Surplus Account Reconciliation .

2016 2015 2014 2013 2012

Surplus as regards policyholders, Decerber 31 prior

year $152,352,895 $140,655,835 $128,506,095 $116,214,830 $107,578,502
Net income 10,785,275 11,537,737 11,977,150 12,342,735 8,818,960
Change in net unrealized capital gains or (losses) : :

less capital gains fax (94,120) 94,640 44,720 - 4,569
Change in net deferred income tax (1,354,492) 78,476 {62,096) (225,368) 13,901
Change in nonadmitted assets 1,258,795 {44,525) 75,534 139,562 289,835
Change in provision for reinsurance {19,676) 30,732 114,432 34,336 83,591
Aggregate write-ing for gains and losses in surplus - - - - (584,528)
Change in surplus as regards policyholders for the ’

year 10,575,782 11,697,060 12,149,740 12,291,265 8,636,328
Surplus as regards policyholders, December 31

curent year $162,928,677 $152,352,895 $140,655,835 $128,506,095 $116,214,830
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COMMENTS ON THE FINANCIAL STATEMENTS

There were no recommended adjustments to the financial statements as of December 31, 2016, based on the results
of this examination.

OTHER SIGNIFICANT ISSUES

* Pursuant to Company policy, directors and officers are required to review and sign Conflict of Interest statements
annually. The Company could not provide current Conflict of Interest statements for all directors and officers listed
in the Management and Control section of this Report of Examination. It isrecommended that the Company ensure
compliance with Company policy by having directors and officers review and sign Conflict of Interest statements

annually.

SUBSEQUENT EVENTS

Effective Jamuary 1, 2017, the Legacy Chubb net liabilities quota share agreement was amended to reinsure 35% of
the Chubb Pool’s current accident year underwriting results. This amendment was approved by the appropriate
regulatory authorities. This agreement was terminated effective January 1, 2018, with subject losses contimiing to
be reinsured.
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AFFIDAVIT

This is to certify that the undersigned is a duly qualified Examiner-in-Charge appointed by the Indiana
Department of Insurance and that she, in coordination with staff assistance from Noble Consulting Services, Inc.,
and actuarial assistance from Merlinos & Associates, Inc., performed an examination of Chubb National
Insurance Company, as of December 31, 2016.

The Indiana Department of Insurance is accredited under the National Association of Insurance Commissioners
Financial Regulation Accreditation Standards.

This examination was performed in accordance with those procedures required by the NAIC Financial Condition
Examiners Handbook and other procedures tailored for this examination. Such procedures performed on this
examination do not constitute an audit made in accordance with generally accepted auditing standards and no
audit opinion is expressed on the financial statements contained in this report.

The attached Report of Examination is a true and complete report of condition of Chubb National Insurance
Company as of December 31, 2016, as determined by the undersigned.

Nogowe Zesu
Nadine Treon, CFE
Noble Consulting Services, Inc.

Under the supervision of,

Ao

Jerr)/ Efilers, CFE

Examinations Manager
Indiana Department of Insurance

State of' Indiana
County of: Marion

]

On this _ Z— day of &‘Q VLA, 2018, before me personally appeared, Nadine Treon and Jerry Ehlers, to
sign this document.

IN WITNESS WHEROFE, I have hereunto set my hand and affixed my notarial seal in said County and State, the
day and year last above written.

My commission expires: J\W L(—’,/Lb LL', (\ ,—J
J A

~~ Notary Public
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