PROCEEDING BEFORE THE HONORABLE MICHAEL D. RILEY
INSURANCE COMMISSIONER OF THE
STATE OF WEST VIRGINIA

IN RE:- _
ERIE INSURANCE PROPERTY & CASUALTY COMPANY
ADMINISTRATIVE PROCEEDING
13-MC-THP-02002 '

AGREED ORDER ADOPTING REPORT OF
MARKET CONDUCT EXAMINATION, DIRECTING
CORRECTIVE ACTION AND ASSESSING PENALTY

NOW COMES, The Honorable Michael D. R'iiey, Insurance Commissioner of the
State of West Virginia, and issues this Agreed Order. which adopts the Report of Market
Conduct Examination for the targeted examination of Erie Insurance Property &
Casualty Company for the examination period ending December 31, 2013 based upon
the following findings, to wit:

PARTIES

1. The Honorable Michael D. Riley, is the Insurance Commissioner of the
State of West Virginia (hereinaﬁer the "Insurance Commissioner”) and is charged with
the duty of administering and enforcing, among other duties, the provisions of Chapter
33 of the West 'Virginia Code of 1831, as amended.

2. Erie Insurance Properly & Casualty Company was incorporated under the
laws of the State of Pennsylvania on January 18, 1993. The Company is a wholly
owned subsidiary of Erie Insurance Exchange.

3, In West Virginia, Erie Insurance Property & Casually Company operates
under the provisions of Chapter 33, of the West Virginia Code and is licensed for the

lines of Casuality, Fire, Marine and Surety.




4, This Targeted Market Conduct Examination was instituted as resuilt of the
Final Order entered in Administrative Proceeding Number 13-THP-2034/13-AP-THP-
02034, That Order concluded that Erie Insurance Property & Casually Company
violated W. Va. Code, R. §§ 114-14-6.1 and 114-14-6.3, which constitutes a violation
W.Va. Code §§ 33-11-4(9)(c).

5. The purpose of this Targeted Market Conduct Examination was to
investigate Erle Insurance Property & Casually Company’s claims handling practices in
regard to third-party claims and to determine whether the actions of Erle Insurance
Property & Casualty Company identified in the underlying Complainant's claim
constitute a general business practice pursuant fo W.Va. Code § 33-11-4a (e) and (f).

8. Examination information contained in this report should serve only these
purposes, The c¢onclusions and findings of this examination are public record.

FINDINGS OF FACT

1. The Targeted Matket Conduct Examination primarily focused on third-
parly claims handling practices with particular attention to the Company's investigation
of claims and timeliness in the issuance of claim denials. The examination covered the
period of operations ending December 31, 2013, The examinatioh was conducted in
accordance with W. Va. Code § 33-2-9(c) by examiners duly appointed by the Offices of
the West Virginta Insurance Commissioner.

2, The Targeted Market Conduct Examination began on December 20, 2013
and concluded on March 7, 2014. The examination was conducted at the corporate
offices of Erie Insurance Property & Casualty Company in Erie, Pennsylvania and at the

Offices of the Insurance Commissioner in Charléston, West Virginia.




3. A total of thirteen (13) standards were reviewed during this examination.
Of these thirteen (13) standards, fhe company was compliant or predominately
compliant in eleven (11) standards and noncompliant in two (2) standards (G2 and G9},
which primarily deal with failure to provide delay leiters to c!aimaﬁts and failure to
provide claimants with the appropriate contact information for the West Virginia
fnsurance Commissioner upon denial of claims.

4. The result of the Targeted Market Conduct Examination revealed two (2)
violations of W.Va, Code R. §114-14-5.1 pertaining to contacting a claimant within
fifteen (15) working days from the date of loss notice and one (1) violation of W. Va.
Code R. §114-14-6.3 pertaining to denying a claim or making a written offer within ten
(10) working days after completing its investigation. These viclations did not occur with
such frequency to fail the standard or be identified as non-compliant claims handling
practices.

5. The result of the Targeted Market Conduct Examination also revealed
fwenty eight (28) violations of W. Va. Code R. §114-14-6.17 pertaining to the
requirement that denial letters include contact information for the West Virginia Offices
of the Insurance Commissioner and twenty three (23) violations of W. Va. Code R. §
114-14-6.7 pertaining to failure to properly issue delay letters. Sixteen (16) of the
twenty~thre_e (23) fallures of W. Va. Code R. § 114-14-6.7 were attributable to a single
claims adjuster, who Is no longer employed with the Company. The frequency of these
violations was sufficient to fail the standard and be Identifled as non-compliant claims
handling practices. However, these violations were not directly relafed to the violations

identified in Administrative Proceeding Number 13-THP02034/13-AP-THP-02034,




6. On April 18, 2014, the examiner filed with the Insurance Commissioner,
pursuant fo W, Va. Code § 33-2-9, a Report of Market Conduct Examination regarding.
the treatment of third-party claimants.

7. A true copy of the Report of Market Conduct Examination and this Agreed
Order were sent to Erie Insurance Property & Casualty Company by certified mail,
return receipt requested.

8, Erie Insurance Property & Casually Company was notified that, pursuant
to W, Va. Code §33-2-9() (2), it had thirty (30} days after recelipt of the Report of Market
Conduct Examination fo file a submission or objection with the Insurance
Commissioner, or if it had no objections/submissions, it could elect to enter into this
Agreed Order.

9. Erle Insurance Properly & Casually Company waives notice of
administrative hearing, any and all rights to an administrative hearing, anc!_to judicial
review of this matter.

10.  Any Finding of Fact that is more properly a Conclusion of Law is hereby
adopted as such and Incorporated in the next section.

CONCLUSIONS OF LAW

1. The Insurance Commissioner has jurisdiction over the subject matter of,
and the partles to, this proceeding. It is being conducted pursuant to, and in
accordance with, W. Va. Code § 33-2-9,

2. The Insurance Commissionsr is charged with the responsibility of vetifying
continued compliance with West Virginia Code and the West Virginia Code of State
Rules by Erle Insurance Properly & Casualty Company as well as all other provisions of

regulation that Erie Insurance Property & Casually Company is subjected to by virtus of
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their Certificate of Authority to operate in the State of West Virginia.

3. Erie Insurance Iz;ropeﬂy & Casualty Company has incurred violations of
W. Va, Code R. § 114-14-6.17 ﬁertaining to the requirement that claim denial letters
include contact information for the West Virginia Offices of the Insurance Commissioner
and W. Va. Code R. § 114-14-6.7 pertaining to failure to properly issue delay letters,
The frequency of these violations was sufficient to be identified as non-compliant claims
handling practices. The failure of Erie Insurance Property & Casualty Company to meet
the standards related to W.Va. Code. R § 114-14-6.17 and W. Va, Code R. § 114-14-
8.7 are not related to the findings contained in Administrative Proceeding Number 13-
THP02034/13-AP-THP-02034.

4, The one (1) violation of W. Va, Code R, §114-14-8,3 pertaining to denying
a claim or making a written offer within ten (10) working days after completing its
investigation is related to the findings contained in Administrative Proceeding Number
13-THP02034/13-AP-THP-02034, However, this violation did not occur with such
frequency as to constitute a finding of a general business practice as required by W.Va,
Code § 33-11-4a(e) and {f). The Targeted Market Conduct Report did not reveal any
violations of W.Va. Code R. § 114-14-6.1, which was also related to the findings
contained in Administrative Proceeding Number 1 3-THP-02034/13-AP-THP-O2OS4.

5. There does not appear to be any intentional or egregious conduct
oxhibited by Erie Insurance Property & Casualty Company in the examination findings.

8. Any Conclusion of Law that is more properly a Finding of Fact is hareby

incorporated as such.

ORDER

Pursuant to W. Va. Code §33-2-9()(3)(A), following the review of the Report of
5




Market Conduct Examination, the examin;ation work papers, and the response of Erie
Insurance Property & Casualty Company thereto, if any, the Insurance Commissioner
and Erie Insurance Property & Casualty Company have agreed to enter into this Agreed |
Order. The Parties have further agreed to the imposition of an administrative penaity
against Erie Insurance Property & Casualty Company as set forth below.

It is accordingly ORDERED as follows:

(A)  The attached Report of Market Conduct Examination of Erie insurance
Property & Casualty Company for the period ending December 31, 2013 is hereby
ADOPTED and APPROVED by the Insurance Commissioner;

(B) It is ORDERED that Erie Insurance Property & Casualty Company wil |

CEASE AND DESIST from failing to comply with the Statutes, Rules and Regulations of

the State of West Virginia concerning any claims so handled in this State and more
specifically the provisions enumerated herein this Order; |

(C) Itis further ORDERED that Erie Insurance Property & Casuaity Company
shall continue to monitor its Compliance with W. Va, Code R. §§ 114-14-6.7 and 114~
14-6.,17, |

(D) It Is further ORDERED that within thirty (30) days of the next regularly
scheduled meeting of its Board of Directors, Erie Insurance Property & Casualty Company
shall file with the West Virginia Insurance Commissioner, in accordance with W. Va.
Code §33-2-9()(4), affidavits executed by each of its directors stating under oath that
they have received a copy of the adopted Report of Market Conduct Exa.mination and a
copy of this Agreed Order;

(E) ltis further ORDERED that Erie Insurance Property & Casualty Company

SHALL FILE a Corrective Action Plan which will be subject to the approval of the Insurance
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Commissioner. The Corrective Action Plan shall detail Erie Insurance Property & Casualty
Company’s changes td its procedures and/or internal policies to ensure compliance with the
West Virginia Code and Rules and incorporate all recommendations of the Insurance
Commissioner's examiners and address all violations specifically cited in the Report of
Market Conduct Examination. The Corrective Action Plan outlined in this Order must be
submitted to the Insurance Commissioner for approval within thirty (30) days of the entry date
of this Agreed Order, Erie Insurance Property & Casualty Company shall implement
~ reasonable changes to the Corrective Action Plan if requested by' the Insurance
Commissioner within thirty (30) days of the Insurance Commissioner's receipt of the
Corractive Action Plan, The Insurance Commissioner shall provide notice to Erie Insurance
Property & Casualty Company if the Correctivé Agction Plan is disapproved and the reasons
for such disapproval within thirty (30) days of the Insurance Commissioner's receipt of the
Corrective Action Plan.

(F) - Itis further ORDERED that Erie Insurance Property & Casualty Company
shall ensure compliance withy the West Virginia Code and the Code of State Rules. Erie
Insurance Property & Casualty Company shall specifically cure those violations and
deficiencies identified in the Repart of Market Conduct Examination; and

(G) The Insurance Commissioner has determined and It has been ORDERED
that Erie Insurance Property & Casualty Company shall pay an administrative penaity to
the State of West Virginia in the amount of TWELVE THOUSAND DOLLARS
{$12,000.00) for non-compliance with the West Virginia Code as described herein. The
payment of this administrative penalty is in lieu of any other regulatory penalty or

remedy, and is due within THIRTY (30) calendar days upon execution of this order,




(H) It is finally ORDERED that all such statutory notices, administrative

hearings and appellate rights are herein waived concerning this Report of Market

Conduct Examination and Agreed Order. All such rights are preserved by the Parties

regarding implementation or further action taken on such Order by the Commissioner

against Erle Insurance Property & Casualty Company.

Entered this /4 “< day of »\AM 2014,

W)l AA

The Honorable Michael D. Rlley
Insurance Commissioner

REVIEWED AND AGREED TO BY:

On hehalf of the INSURANCE COMMISSIONER:

’ i{é{/b F; Ia\R/Attorney Supe\§5r
Reguilatery compliance and Enforcement

Dated: (a/ y / 14

On Behalf of Erie Insurance Property & Casualty Company

By: S/ I e lprehion”

Print Name

e Z@Wﬁé / /;;WMJZW

Signature: MM(AW»WW
Date: 4@% 7 42(}//




Report of Market Conduct Examination

As of December 31, 2013

Erie Insurance Property & Casualty Company.
100 Erie Insurancs Place
Erie, PA 16630

NAIC COMPANY CODE 26830
Examlnation Number WV014-M42
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Aprit 16, 2014

The Honorable Michael D, Rilay

Wast Virginla insurance Commissioner
1124 Smith Street

Charleston, Waest Virginla 25301

Dear Commissionar Riley:

Pursuant to your instructions and In accordance with W. Va, Code §33-2-8, an
examination has been made as of December 31, 2013 on

Erle insurance Property & Casualty Company
100 Erie Insurance Place
Frie, PA 16530

hereinafter referred 1o as the "Company”. The following report of the ﬁndlngs of this
examinatlon 1s herewlhth respectfully submlitted,




Market Gontluct Examination Frle Insurance Propoerty & Cagually Company

FOREWOQRD

This is a report by test of company compliance with selected Standards contained in the
Natlonal Assoclatlon of Insurance Commisstonars’ {NAIC) 2013 Market Regulation Hondbook
{“Handbook”) and Standards approved by the West Virginla Offices of the Insurance
Commissloner {"WVOIC”) which are based on applicable West Virginla statutes and
administrative rules, as referencad herein, Testing is based on guidelines contalned In the
Handbook, All tests applied are included in this report.

“tompany” as used hereln rafars to Erle Insurance Property & Casualty Company, “WVOIC” as
used hereln rafers to the West Virginia Offfcas of the Insurance Commissloner. “W.Va, Code $t,
R.” a3 used hereln refers to the West Virginla Code of State Rules, “W.Va, Code” as used herein
rafers to the West Virginig Code Annotated,

EXECUTIVE SUMMARY

The examination hegan December 20, 2013 and concluded on March 7, 2014, The examination
was called as a resuit of the Final Order entered in Administrative Proceading No, 13-THP-
02034/13-AP-THP-02034, The Admlnistrative Qrder concluded that the Company violated the
following sectlons of the Unfalr Claims Settlement Act by vlolating W.Va. Code §33-11-4{9){c}
and W, Va. Code 5t. R, §114-14-6,1 and 114-14-6.3, The Company falled to promptly conduct
and dillgently pursue a thorough, fair and objactive Investigation, and falled to deny the claim
within {10} working days of completing lis investigation. it is also a violation of W. Va. Code §33-
11-4{9){c), “faillng to adopt and Implement reasonable standards for the prompt investigation of
clalims arising under Tnsurance pollcles,” .

W. Va. Code §33-11-4a(e) & {f} hinply that, tpon any finding that a company committed an unfair
clalims settlement practice with respect to a third-party claimant, the Commissloner determines
whather or not that the practice occurred with such fraquency as to be construed as a general
husiness practice of the Company. In this case, the Commissloner determined that the most
effictent way to maka this determinatlon was through a targeted Market Conduct Examinatlon.
The examination primarlly focused on third-party clalms handiing with particular attentlon to
the Company's Investigation of clalms (Standard 62} and duty after Investigatlon (Standard G3).
Certaln standards from the Company Operations and Management Sectlon, and Complaint
Handiing Saction of the Market Regulatlen Hondhook were also iIncluded within this
axarmination report, The result of the target market examination revealed one violation of the
W, Va. Code or Regulatlons cited in Administrative Proceading No, 13-THP-02034/13-AP-THP-
02034 regarding denying a clalm or making a written offer within ten (10) working days of
completing its Investigation per W. Va, Code 5t. R. §114-14-8.3 {Standard G3), The Company dld
not fall standard G3, and therafore no business practice was found, The Company was found to
he In compliance with W, Va. Code $t. R, §114-14-6.1, and no specific business practice was
found relating that fallure of that code sactlon, However, due to violations of W, Va, Cade St. R,
§114-14-6,7, the Company failed Standard G2. Although not a primary focus of the
examination, the Company falled Standard G9 by not corplying with W, Va, Cods $t R, 114-14-
6,17, faiilng to Include the West Virginla Offlces of the Insurance Commissloner's contact
information In clalms denlal notlces.




Market Conduct Examination Erfe Insurance Propaity 8 Casually Company

A total of thirteen {18) standards were reviewed durlng this exsmination, Of these thirteen (18}
standards, the Company was compilant or predominately compliant in  eleven (11) and
noncompllant In two (2) standards {2 and 69), which primarlly dealt with faflure to provide
delay letters to claimants and fallure to provide clalmants with the appropriate contact
information for the West Virginia Insurance Commissloner upon denlal of claims,

PURPOSE AND SCOPE OF EXAMINATION

Market conduct axariners with the WVOIC reviewed certaln business practices of Erie
Insurance. W. ¥a, Cotle §33-2-9 empowers the Commissioner to examine any entity engaged In
the buslhess of insurance. The findlngs n this report, including all work products developed In
producing It, are the sole properly of the WVOIC,

The purpose of this targeted examination was to determine the Company’s compllance with
West Virginla Insurance laws relating to treatment of third parly clalmants, Examination
Information contained (n this report should serve only these purposes, The concluslons and
findings of this examination are public record.

The baslc business areas that were reviewed and tested undsr this examination wera;

» Company Operatlons and Management
a Compiaint Handling
» Clalms Practlces

Each business area has standards that the examination measured, Some standards have specific
statutory guldetines, others have speclflc company guldelines, and yet others have contractual
guldelines. Shnee this was a targeted examination, only the standards, which were pertinent to
the targeted examination or the treatment of third-party claimants, were examined.

The focus of the examination is on the methods used by the Company to manage lts operations
for each of the business areas subject to this examinatlon, This includes an analysis of how the
Company communicates Its Instructions and Intentlons throughout its operations, how It
measuras and monitors the results of thosa communications, and how it reacts to and modifles
Its communications based on the result findings of the measurement and monltoring activities.
The examination also determined whather this process Is dynamlc and results in enhanced
compliance activities. Because of the predictive value of this form of analysis, focus Is then made
on those areas In which the process used by management dogs not appear to be achleving
appropriate lavels of statutory and regulatory compliance. Most areas are tested to verlfy the
Company is In compliance with West virginia statutes and rules, The examiners may not have
discovered every unacceptable or non-compliant activity in which the Company is engaged. The
faflure to Identify, comment on, or critlcize specific Company practices does not constitute an
acceptance of the practices by the West Virginla Offices of the Insurance Commissloner or its’

deslghes,




Market Gontuoct Examinatlon Erie Insurance Property 8, Gasualty Company

HISTORY AND PROFILE

Erle Insurance Exchange was founded in 1925 by H.0. Hirt and 0.G. Crawford, The two men had left
thelr employment at Pannsylvania indemnlty Exchange when they saw an opportunity In Insuring
automoblles. Erle added fire Insurance in 1940 and Infand-marine nsurance in 1954, It became a -
full-fledged mult-ine company in 1961 when It added homeowners nsurance, and added family

Hfe In 1967,

Erle Insurance Property and Casualty Company was incorporated under the laws of Pennsylvania on
January 19, 1993, On May 24, 1993, the company hecame licensed as a full-ine property and
casualty insurer In Pennsylvania, The company [s a wholly owned subsidlary of Erie [nsurance

Exchange.

Erle nsurance Property and Casualty Cotnpany principally writes In the state of West Virginia. The
direct bushess Is primarily private passanger automobfle and homeowners ihsurance, Commercial
lines products are orlented towards the small to medium stze “maln street” business and provide
coverage such as commaerclal automoblle and commergial multiple perll within the state of Wast
Virginla, The company also writes standard workers compensatlon ih other states.

Erle Insurance Property and Casualty Company operates under a 100% quota shere arrangement
with Erfe Insurance Exchange whereby Erle Insurance Properly and Casualty Company cedes its
entire direct pramium wrltten to the Exchange and retalns no underwriting risk,

including West Virginls, Erle Insurance Propery and Casualty Compahy Is licensed tn thirteen (13}
and actively wrltes business In ten (10) Jurisdictions,

METHODOLOGY

The examination was conducted In accordance with the standards and procedures astablished
by the Natlonal Assoclation of Insurance Commissioners (“NAIC"} and West Virginla’s applicable
statutes and regulations. The examiners conducted file raviews and interviews of company
management. This report Is a report by tests,

Tests designed to measure the fevel of complance with West Virginla's statutes, rules and -
regulations were applied to the files, All tests are described and the results displayed In this

repott,

In the results tables a “pass” response Indlcated compliance and a “fall” response Indlcates a
fallure to comply. The results of each test applled to a sarple are reported separately.

The examiners used the NAIC standards of 7% error ratio on clalins tests (93% compllance rate)
anel 10% error ratio on all othar tests (90% compliance rate) to determine whether or not an
apparent pattern or practice of being compliant, pradominantly comphiant, or non-compiiant
existad for any pgiven test. Excapt as otherwlse noted, all tests were conductad vla random

sample taken from a given population,




Market Gonduct Examination Erle Insurance Property & Gasually Company

A.  Company QOperations & Management

The evaluation of standards In this husiness area Is based on a review of Campany responses to
information requests, questlons, Interviews, and presentations made to the examiner, This
portion of the examination is deslgned to provide a view of what the Company Is and how it
operates and Is not based on sampling techniques, but rather the Company's structure, This
teview Is not intended to duplicate a financial examination review but Is fmpertant in
establishing an understanding of the examinee. Many troubled companies have become so
because management has not been structured to adequately recognize and address the
problems that can arlse. Well-run companies generally have processes that are shmllar in
structura, While these processes vary In detali and effectiveness from company-to-company, the
absence of them or tha insffactive application of thein is often reflected In failure of the varlous
standards tested throughout the examination, The processes usually include:

A planning functlon where direction, policy, objectives, and goals are formulated;

An execution or Implementatlon of the planning function elements;

A measuremant functlon that considars tha results of the planning and execution; and

A reaction function that utilizes the results of measurement to take corrective action or
1o modify the process to develop more efficient and effective management of its

operations,

" M N x

Standard A7: Records are adequate, accessible, consistent and orderly and compi
with state racord retentlon, (NAIC Market Regulation Handbook Chapter 16, § A

Standard 7)

Tost Methodology:
¢ Are the records adequate and accessible?

Examiner Obsarvatlons; Flles are retained In accordance with state record retention
requirements, Policy filas contained all pertinent Information from which to make an
underwritng decislon. Company Is In the process of imaging all older flles,

Examiner Recommendatlons: None

Results: Compllant

Standard A9: The Company cooherates on a timely basls with examiners performing
the examlnatlons. (NAIC Market Regulation Handhook Chapter 16, § A Standard 9)

Test Methodology:

o Did the Cmpany provide recards in 2 tinely basis?




Marlet Conduot Examination Erle Insuranco Proparty 8 Casualty Gompany

Examiner Observatlons: The Company was cooperative and the examination proceeded In a
cordial atmosphere. Data provided was responsive and timely.

Examiner Recommendations: None

Resufts: Compliant

B,  Complaint Handling

Evaluations of the standards In this business area are hased on Company responses to varlous
Informatlon requests and the review of complalnt files at the Company. In this business area,
“complaints” Include “grievances.” W.a. Code §33-11-4{10) requires the Company to
4, .malntain a complate record of all the complaints which it has recelved since the date of Its
last examination.” The statute also requlres that, “This record shall Indicate the total number of
complaints, thelr classification by Hne of Insurance, the nature of each complaint, the disposition
of these complalnts and the time It took to process each complaint” the deflnitlon of a
complalnt Is, “..any written communication primarlly expressing a grievance.”

Standapd Bi: All complalnts are recorded In the redulred format on the company

complaint reglster, (NAIC Market Regulation Handbook Chapter 16, § B Standard 1)

Test Methodology:

o Is the Company recording all complaints from both the consumer and the

Commissioner’s Office?
o s the Company recording all complalnts [n a regulated complaint register? [W, Va. Code

$33-11-4{10}}
Exatniner Obsarvations: The Company Is recording all written complalnts from the consiiner, as
well as those from the WVDIC. The record contalns the required fields: the classification of each

complaint by llne of Insurance, the nature of each complaint, the disposition of each complalnt,
and the time it took to process each complaint,

Examiner Recommendatlons: None

fiesults: Compliant

ommungch grocdur to pglleyhoiders. {NAIC Market Reguiation Handhcuk

Chapter 16, § B Standard 2)

Tast Methodology:

s Does the Company have complaint procedures In place, and are they sufficlent to
satisfactortly handle complaints?




Market Conduot Examinatlon Erie Insurance Properly & Casually Company

¢ Does the Company have procedures In place to track responses to complaints? [W, Vi i
Code St R, §114-14-8,2] :

Examinet Observatlons: The Company has procedures In place, All complaints are logged. The
process Is to begin processing complaints within twenty-four hours and to provide a response
within fifteen working days as required by W, Va, Code §t. R, §114-14-5.2,

Examiner Racommendations: None

Restfts: Compliant

dard B4: The time fra ithin which the company, responds to complalnts ls In

8t
accordance with applicable statutes, rules, and regulations. {NAIC Market Regulation

Handbook Chapter 186, § B Standard 4)

Test Methodology:

¢ |s the Company maintalning adequate documentatlon of complalnts, as required by W.
Va, Code §33-11-4(10)7
s |5 the Company rasponding to complaints in a timely manner, as required by W, Va.
Code §114-14-5.27
Examinar Ohservations: The Company adequately documented complalints and responded in a
timely manner, with one exception, One response to an Offices of the Insurance Comtmissloner’s
complaint (first party) was not repiled to withln fifteen (15) working days per W, Va. Code §114-

14-5.2,

Eraminer Recommendations: It Is recommended that the Company reply to all complaint
Inguiries from the Offices of the Insuraice Commissioner within fifteen {15) working days per

W. Va, Code §114-14-5.2,

Results: The standard of compllance is 90%. The Company’s handling practices were
predominantly compllant.

Table B4 Results: Complaints Sample
Type Population | Sample | Pass | Fall | Standard | Compllance
Complalnts 76 76 75 1 90 99

G. Claims Practices

The evaluation of standards In this buslnass area Is based on Company responses to informatlon
Items requested by the examiner, discusslons with Company staff, electvonle testing of claim
databases, and flle sampling during the examination process, This portion of the examination Is
dasigned to provide a view of how tha Company treats clalmants and whather that treatment s
In campliance with applicable statutes and rules.




Market Contluet Examinatlon Erle Inaurance Properly & Gasually Gompany

Standard Gi: The initial contact by the company with the clalmant Is within the

yequired time frame, (NAIC Market Regulatlon Handbook Chapter 16, § G Standard 1)

Tast Mathodology:

o  Was the clalmant contacted within 15 working days {or mandated emergency ordar
timaframe) from the date of the loss notice per W.Va, Code §33-11-4{9){h) and W. Va,

Code St, R. §114-14-5,17

Examiner Ohservatlons: In one first patty closed without payment ¢lalm and one pald clalm, the
Company did not contact the claimant within the required thme frame.

Examiher Recoramandations: It is recommended that all claimants he contacted within fiftaen
{15) working days upon recelving notiflcation of a clalm In accordance with W. Va. Code 5t R,

§114"14“5:1|

Resuits: The standard of compliance Is 93%. The Company’s claitm handling practices were
predominantly compliant.

The hot applicable filas for the pald claims sample were due to the fact that the claim was
initlated via Taw sult; In those cases court rules and e frames generally take precedence, fFor
the closad without payment claims, not applicable files were instances in which a reserve was
Initially established but no clalm or demand for payment was actually filed with the company.

Table 81 Results: Clalms Inithal Contact Sample

Type Populatlon | Sample | N/A Pass | Fall | Standard | Compllance
Pald clalms (3" party) 4,025 108 4 103 1 93 99
Claims closed w/o pint (3 party) | 1,268 108 31 76 1 93 99
TOTALS 5,291 216 35 179 2 93 99

Standard G2: Timely Investigations ars conducted, {(NAIC Market Regulation Handbook
Chapter 16, § G Standard 2}

Test Methodology:

+  Did the Investigation commence Within fifteen {15) working days of any claim flled per
W. Va, Code St. R, §114-14-6.2 a?

+ Did the Company proinptly conduct and diligently purstte a thorough, fair and objective
Investigation and not uhreasonable delay resolution by persisting in seeking information
not reasonably required for or materlal to the rasolution of the clalm dispute per W, Va.
Code St. R. §114-14-6,17 - .

& Is the Investigation continulng more than 30 calendar days? if so, was a defay letter sent
vithin 15 working days after the 30 calendar days per W, Va, Code St, R, §114-14-6,77

v [f the Investigation continued, were subsequent delay [etters sent with 45 calendar days
perw. Va, Code St, R, §114-14-6.77
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Examiner Ohservatlons: All claim Investlgations commenced within the required fifteon working
days. No unreasonable delays ware found by the Company seeking Informatlon not necessary,

I twenty-three (23) clalms, the Company falled to properly Issue delay letters In violatlon of W.'

Va, Code St. R. §114-14-6,7, Sixteen (16) of the twenty-threa (23) fallures of §114-14-6,7 were
attributable 1o a single clalms adjuster, who is no longer employed by the Company.

Examiner Recommandatlons; It s recommendad that the Company comply with W. Va. Code
$t, R, §114-14-6,7 regarding notice of necessary delay In Investigating claims, If the insurer
needs more than thirty (30) calendar days from the date that a proof of loss from a first party
claimant or notice of clalm from a third-party clalmant Is recelvad to determine whether a ¢lalm
should be accepted or denled, it shall so notlfy the claimant in writing within fifteen {15)
working days after the thirty-day perlod explres. if the investigation remalns incomplete, the
- Insurer shall provide written notification of the delay to the claimant every forty-flva {45)
calendar days thereafter until the Investigation I compleie,

Results: The standard of compllance is 93%. The Company's handiing practices ware non-
compliant,

Table G2 Resulis: Clalms Timely Invastigation Sample

Type population | Sample | N/A Pass | Fall | Standard

Compilance

Pald clalms (3 party) 4,025 108 4 96 8 93

92

Clalms closed w/o pmt (3" party) 1,266 108 31 62 15 93

81

TOTALS 5,201 216 a5 i58 23 83

87

Standard G3: Clalms are resolvad In & timely manner, (NAIC Market Regulation
Handhook Chapter 16, § G Standard 3)

Tast Methodology:

o DId the Company deny the clalm or make a written offer within ten (10} working days of
completing its investigation per W, Va, Code §t, R. §114-14-6.37

Examiner Observatlons: The examiners found one closed without payment claim that the
Company dented the claim sixty-nine {69) working days after completing its Investigation,
therefore falling the requirement of denying the claim within ten (10) working days of
complating its Investigation, This same clalm also failed G2 with regard to Issulng a delay letter
per W, Va, Code S$t, R. §114-14-6.7,

Examiner Recommendations: it is recommended that the Company deny a clalm or make a
writtan offer within ten (10) working days of completing its Investlgation per W, Va, Code §t. R,
§114-14-6,3,

Results: The standard of compllanca Is 93%. The Company’s handling practices were
predominantly compliant.

Table G8 Results) Clalms Resolution Sample

| Typo eopulation | Sample | NJA Pass | Fall | Standard [ Compilange |
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pald ¢lalms (3 party) 4,025 108 4 104 0 93 100
Clalms closed wfo pmt {3%party) | 1,266 108 31 76 1 98 a9
TOTALS 5,281 216 35 180 1 93 99

standard G4: The Company. responds to clalm correspondence [n 8 timely manner,
[NAIC Market Regulation Handbook Chapter 16, § G Standard 4)

Test Methodology:

+ Dl the Company reply to pertinent communicatlons from a claimant which reasonable
suggest that a response Is needed per W, Va. Code St. R, §114-14-5.3 and W. Va, Cods

§33-11-4{9) (b}?
Examiner Observatians: The examiners found no exceptions to the rule.

Examiner Recommendations: Nona

Resulkst Tha standard of compliance Is 93%, The Company’s handling practices were compliant.

Tahle G4 Results: Clalms Correspondence Sample

Type population | Sample | N/A Pass | Fall | Standard { Compliance
Paid clalins (3% party) 4,025 108 4 104 0 93 100
Clalms closed w/o prot {3 party) 1,266 108 31 77 0 93 100
TOTALS 5,291 216 25 181 0 23 100

standard @5: Clalm_filas are adequately documented, (NAIC Market Regulation

Handbook Chapter 16, § G Standard 5)
Tost Mathodology

s Do the flles contain all notes and work papers pertalnlng to the claim tn such detall that
pertingnt events and the dates of such events can be reconstructed per W, Va. Codo St

R, §114-14-37
o Are the communlcations properly dated?

Examiner Observations; The examiners found no exceptions to the rule.
Examiner Racoramendations: None
Resufts: The standard of compliance Is 93%, The Company’s handling practices were compllant,

Table G5 Results: Clalms Docymeantation Sample
[ Type [ Population | Sample | N/A__ Pass | Fall | Standard | Compllance |




Market Conduct Examination

Erls Insurance Property & Casualty Gompany

Paid clalms (3 party) 4025 | 108 | 4 104 | © a3 100
Claims closed w/o pmt (3% party) 1,266 108 31 77 0 93 100
TOTALS 5,291 216 35 181 ] 83 100
Standard G6: Claims are properly handled In accordance with pollev provisions and
applicahle statutes, rules, and regulations, (NAIC Market Regulation Handbook Chapter
16, § G Standard 6)
Tast Methodologyi
o Doas the clalm handiing meet West Virginla statutes and rules as appiled to sales tax
payment, correct payaes, Improper refease of ¢lalins, and proper payment of non-disputed
clalms?
o \Was coverage checked for proper application of deductible or approprlate excluslonary
language?
¢ Were appropriate disclosures glven when a claim hears the applicable statute of limitations?
Examiner Observatlons: The examiners found no exceptions to the rule,
ixaminer Recommendatlons: None
Results: Tha standard of compliance Is 93%. The Company’s handling practices were compliant,
Table G8 Resulis: Clalms Correspondence Sample
Typne Population { Sample | N/A | Pass | Fall | Standard | Compllance
Pald clalms (3 party) 4,025 108 4 | 1a | o 93 100

Standard G9: Denled and_closed-without-payment claims are handled In acecordance

with nolley provislons and state laws, (NAIC Market Regulation Handbook Chapter 16, §

G Standard 9)

Tast Methodology:

s the denlal based upon speclfic poltey provisions or excluslons?

Is the claimant provided with a reasonable basls for the danlal when reguired by statute

or regulation per W. Va, Code St, R, §114-14-3?7

Is the clalmant who Is helther an attorney or represented by an altomev glven wrltten

notice of that statute of lmltation per W, Ve. Code St. R. §114-14-6,127

is the clalmant glven the optlon of contacting the Cominlsslonher's Offlce and provided
with its malling address, telephone numbar, and webh site address per W. Va. Code §t. R,

§114-14-6,177

Examinar Chservations! Thare was one {1) denied claim failing both aspects of the folfowing
provisions: violatfon of W, Va, Code St R. §114-14-6.5 (State legal grounds for denlal) and §144-
14-6.17 {Option of contacting the Commissioner’s Office), Additionally, please note that twenty-

10
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seven (27} additional claims solely failed 5114-14-6,17. Providing written notlces, when
required, of the statute of limitatlons was found to be in compliance,

Examinor Recommendationst It is recommended that the Company comply with the following:

o W, Va. Code St. R. §114-14-6,5; State the legal grounds for the clalm denlal,
& W. Va. Cote St, R, §114-14-6.17: Provide contact informatian and the option to contact

the Commlissioner’s Offica,

Results: The standard of compllance Is 93%. The Company’s handling practices were non-
compliant.

Table 69 Results: Clalms Denled or Closed Without Paynient Sample

Type Population { Sample | N/A [ Pass | Fall | Standard | Compliance

Clalms closed w/o pmt (3" party) 1,266 108 3 49 28 93 64

Standard G10: Cancelled checks and drafts reflect  appropriate claim handiing

practices, {NAIC Market Regulation Handbook Chapter 16, § G Standard 10)
Test Methodology:

¢ Do the checks include the correct payee and are they for the corract amount?

¢ That payment chacks do not Indlcate the payment Is “flnal” when such Is not the case.

o That checks or drafts do not purport to release the Insurer from total Hability when such Is
not the case.

Examiner Observatlons: Checks were in the correct amount and included the correct payee, No
exceptions were notad.

Examiner Recommandatlons: None
CONCLUSION

The targeted market examination revealed one violation of the W, Va, Cods or Regulations cited
In Administrative Proceading No. 13-THP-02034/13-AP-THP-02034 regarding denying a claim or
making & written offer within ten (10) working days of completing Its Investigation per W, Va,
Code St, R, §114-14-6.3, The company dld not fall the standard G3, and therefore no business
practice was concluded.

Furtherinore the examiners found no Instances of violatlons under W, Va, Code St. R, §114-14-
6.1 (also cited In Administrative Proceading No, 13-THP-02034/13-AP-THP-02034), which is
reflected In Standard G2; consequently no business practice with respact to that violation was
concluded. However, the examination revealed twenty-three (23) violations of W, Va, Code St.
R. §114-14-8,7 pertaining to no or unthnely delay Istters, Thase violations did occur with such
frequency to fall the standard {G2),

il
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Finally there were twenty-slght (28)) violations of W. Va. Cade St. R, §114-14-6,17 pertaining to
dental letters Including WVOIC contact information, and one violatlen of W, Va, Code §t. R,
§114-14-6.5 regarding stating the legal grounds for a clalim denial. The frequency of these

violations was sufffclent to fali the standard {G9},

i2
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LIST OF RECOMMENDATIONS

Recommendation B4: It is recommended that the Company reply to all complaint ingulries from
the Offlces of the insurance Commissioner within fifteen (15) working days per W, Va. Code

§114-14-5.2,

Recommendatlon G1: 1t Is racommended that all clalmants be contacted within fifteen (15)
working days upon racelving notification of a claim In accordance with W, Va, Code St R, §114-

14-5.1,

Recommendation G2; The Company shall issue delay letiers in accordance with W, Va, Gode St,
R. §114-14-6,7,

Recommendation G8: [t Is recommended that the Company deny a clalm or make a written
offer within ten (10) working days of completing Its Investigation per W, Va, Code St, R, §114-14-

6.3,

Recotnmendation @9: it Is racommended that the Company comply with the fotlowlng:
¢ W, Va, Coda St. R, §114-14-6.5: State the legal grounds for the claim denla).

o W, Va, Code St R, §114-14-6.17: Provide contact Information and the option to contact
the Commissionar’s Office,

13
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EXAMINER’S SIGNATURE AND ACKNOWLEDGMENT

The exeminer would like to acknowledge the cooperation and assistance extended by the
Company durlng the course of the examination.

In addition to the undersigned, Mark A, Hooker, CIE, CPCU, FLMI, MCM, CWCP, CCP, AIRC and
Brad Beam, CWCP, MCM also particlpated in the examinatlon.

(o

Johﬁ’Stlke, AlE, CPCU, MCMW, CWCP, CIPA, APA, AU, AFI
“Exarniner-in-Charge
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EXAMINER’S AFFIDAVIT

State of West Virginla

County of Kanawha

EXAMINER'S AFFIDAVIT AS TO STANDARDS AND PROCEDURES USED IN
AN EXAMINATION .

I, John Stike, belng duly sworn, states as follows:

1. | have the authorily to represent West Virginia In the examination of Erie Insurance
Property & Casualty Company.

2. | have reviewed the examination work papers and examination report, and the

examinatlon of Erle insurance Property & Casualty Company was performed In @ manner
consistent with the standards and procedures raquived by West Virghia,

The afflant says nothing further,

Sy

Jofy'Stike, MCM, CWCP, CIPA, APA, AU, AFI
EXaminerin-Charge

Subscribed and sworn hefore me by John Stlke on this ,‘_@, day of Blfﬂ !i 2014,

{SEAL)
r’Q’ﬁfé’ ) e C?S{CUQA C{( {ﬂz)
Notary Publfé

My commisslon explres on / QL *—(‘;(’3{ (7/ {date).
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Tol fres 1.800.458.0814 + Fax 814.870.3126 » vawrerieinsurance.conm

June 9, 2014

Michael D, Riley

Insurance Commissioner

State of West Virginia

Offices of the Insurance Commissioner
P.O. Box 50540

Charleston, WV 25305-0540

Re: Market Conduct Examination Repoif of
Erie Insurance Property & Casualty Co. (NAIC #26830)
As of December 31, 2013
Examination Number WV(14-M42

Dear Mr, Riley:

We are in receipt of your May 15, 2014 letter and the attached Report of Market Conduct Examination
(“Report”) and Agreed Order Adopting Report of Market Conduct Examination (“Order”). We agree with
the findings stated in the Report and we do not wish to make a written submission or rebuttal,

Enclosed is the signed Order, along with the Corrective Action Plan and payment of $12,000, required
putsuant to Sections (E) and (G), respectively, of the Order. Further, pursuant to Section (D) of the Ouder,
signed affidavits executed by each director of the Erie Insurance Property and Casuaity Company stating
under oath that they have received a copy of the Repoit and Order will be submitted by August 29, 2014,
which is within 30 days following the next scheduled Board meeting of July 31, 2014,

I'would like to thank the examiners for their help and expertise in completing this examination, If you have
any questions, please feel fiee to contact me directly at (814) 870-2390.

Sincerely,

Rollin R, Swanson

Section Manager

Market Conduct Services
RRS/mkm

Enclosures

cc: T. Cavanaugh
¢e: 8. McLaughlin

The ERIE Is Aiove Allin SERVIGE"




