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

IN RE:
W.VA. INSURANCE COMPANY
ADWINISTRATIVE PROCEEDING
13-MC-STAT-02000

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

NOW COMES, The Honorable Michael D. Riley, Insurance Commissioner of the
State of West Virginia, and issues this Order which adopts the Report of Market
Conduct Examination for the targeted examination of W.Va. Insurance Company for the
examination period ending June 30, 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 (hereinafter 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 1931, as amended.

2. W.Va, Insurance Company operates under the provisions of Chapter 33, of
the West Virginia Code and Is domiciled in West Virginia.

3. W.Va. Insurance Company is licensed in the State of West Virginia to
transact business as a Farmer's Mutual Fire Insurance Company under the provisions
of Article 22 of the West Virginia Code.

4. This Market Conduct Examination was instifuted pursuant to W.Va. Code

§33-2-9 which requires the Insurance Commissioner to examine each West Virginia



domestic Insurance company every five (5) years. The conclusions and findings of this

examination are public record.

FINDINGS OF FACT

1. The Market Conduct Examination was a comprehensive examination
focusing on the methods used by the company to manage its operations. The
examination was conducted in accordance with W, Va, Code §33-2-9(c) by examiners
duly appointed by the Offices of the West Virginia Insurance Commissioner.

2. The examination began on November 12, 2013 and concluded on January
24, 2014, A total of forty-two (42) standards were tested during this examination. Of
these forty-two (42), the company was found to be compliant with forty (40); (one (1)
predominantly compliant) and two (2) noncompliant.

3. The resuit of the Market Conduct Examination did reveal the following
violations: W.Va. Code R. §114-14-6.7 pertaining to no or untimely delay letters, W.
Va. Code R § 114-14-6.5 pertaining to claim denials not referencing the policy provision
justifying the denial, W. Va, Code R, § 114-14-6.12 for not notifying claimants of the
statute of limitations and W. Va, Code R § 114-14-6.17 pertaining to providing the
Insurance Commissioner’s contact information on claim denials.

4, On or about March 14, 2014, the examiner filed with the Insurance
Commissioner, pursuant to W. Va. Code §33-2.9, a Report of Market Conduct
Examination.

5. A true copy of the Report of Market Conduct Examination was sent to W,

Va, Insurance Company.

6. W. Va, Insurance Company was notifled that, pursuant to W. Va. Code §33-



2-9() (2), it had thirty (30) days after receipt of the Report of Market Conduct
Examination to file a submission or objection with the Insurance Commissioner.

7. W. Va. Insurance Company has filed no objections and has elected to enter
into this Agreed Order.

8. W. Va. Insurance Company walves notice of administrative heating, any and
all rights to an administrative hearing, and to judicial review of this matter.

9. 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 jurlsdiction over the subject matter and

the parties to this proceeding.

2, This proceeding is pursuant to and in accordance with W. Va. Code § 33~
2.9,

3. The Insurance Commissioner is charged with the responsibility of verifying
continued compliance with West Virginia Code and the West Virginia Code of State
Rules by W. Va. insurance Company as well as all other provisions of regulation that
the company is subjected to by virtue of its Certificate of Authority to operate in the
State of West Virginia.

4, W. Va, Insurance Company failed the standard on certain areas of the
Market Conduct examination as set forth in the Findings of Fact above and in the
Market Conduct Examination report, As a result of these failures, the Insurance

Commissioner can assess penalties pursuant to West Virginia code.




ORDER

Pursuant to W. Va, Code §33-2-9())(3)(A), following the review of the Report of
Market Conduct Examination, the examination work papers, and the response of W.
Va, Insurance Company thereto, If any, the Insurance Commissioner and W. Va,
Insurance Company have agreed to enter into this Agreed Order adopting the Report of
Market Conduct Examination. The Parties have further agreed to the imposition of an
administrative penalty against W, Va. Insurance Company as set forth below,

It is accordingly ORDERED as follows:

(A)  The Report of Market Conduct Examination of W. Va. Insurance Company
for the period ending June 30, 2013 is hereby ADOPTED and APPROVED by the

Insurance Commissioner;

(B) It is ORDERED that W. Va. Insurance Company will CEASE AND

DESIST from failing to comply with the Statutes, Rules and regulations of the State of

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

(C) It is further ORDERED that W. Va. Insurance Company shall continue fo
monitor its Compliance with W. Va. Code R. § 114-14-6.7, 114-14-6.17, 114-14-8.5 and
114-14-8,12,

(D) It is further ORDERED that within thirty (30) days of the next regularly
scheduled meeting of its Board of Directors, W. Va. Insurance Company shall file with the
West Virginia Insurance Commissioner, in accordance with W, Va. Code §33-2-9())@),
affidavits executed by each of its directors stating under oath that they have received a
copy of the adopted Report of Market Conduct Examination and a copy of this ORPER
ADOPTING REPORT OF MARKET CONDUCT EXAMINATION, DIRECTING




CORRECTIVE ACTION AND ASSESSING PENALTY;

(E) Itis further ORDERED that W. Va. Insurance Company SHALL FILE a
Corrective Action Plan which will be subject to the approval of the Insurance Commissioner.
The Corrective Action Plan shall detail W. Va. Insurance Company's changes to its
procedures and/or internal policies to ensure compliance with the West Virginia Code and
incorporate all recommendations of the Insurance Commissioner's examiners and address
all violations specifically cited in the Report of Market Conduct Examination. The Correclive
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. W, Va. Insurance
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 Corrective Action Plan. The Insurance Commissioner shall provide notice to W. Va.
Insurance Cohpany if the Correclive Action Plan is disapproved and the reasons for such
disapproval within thirty (30) days of the Insurance Commissioner's receipt of the Corrective
Action Plan.

(Fy It Is further ORDERED that W. Va. Insurance Company shall ensure
compliance with the West Virginia Code and the Code of State Rules. W. Va. Insurance
Company shall specifically cure those violations and deficlencies identified in the Report
of Market Conduct Examination; and

(@) The Insurance Commissioner has determined and it has been ORDERED
that W, Va, Insurance Company shall pay an administrative penalty to the State of West
Virginia in the amount of Five Thousand Dollars ($5,000.00) for non-compliance with the
West Virginia Code as described herein. The payment of this administrative penalty is

in lleu of any other regulatory penalty or remedy, and is due within THIRTY (30)
5




calendar days upon execution of this order.

(HY 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 W, Va. Insurance Company.

AR
Entered this é day of _ , , 2014,

The Honorable Michael D. Riley
Insurance Commissioner

REVIEWED AND AGREED TO BY:

On belilt bt thel SURANCE COMMISSIONER:

Y/ At -
el ¢/
Je i) /&élack Attorney Supervisor
Regulatory compliance and Enforcement

Dated: 5 /// //"1}'

On Behalf of W, Va. Insurance Company

By: Zﬁwﬁ’eﬁag [3) (’O/L'e,/d/

Print Name

lts: _ Oretsfarl ) lep

Slgnature: /%J(M /@ g

Date: Jé;/&ﬁ;/a%/}/




Report of Market Conduct Examination

As of June 30, 2013

W, VA. INSURANCE COMPANY

Route 16 N
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March 14, 2014

The Honorable Michael D. Riley

West Virginla Insurance Commlssloner
1124 Smith Street

Charleston, West Virginia 25301

Dear Cominissionar Ritey:

Pursuant to your instructions and In accordance with W. Va, Code §33-2-9, an
examination has been made as of June 30, 2013 of the business affairs of )

W. VA, INSURANCE COMPANY
Route 16 N
Harrisville, WV 26362

hereinaftor referred to as the "Company” The followlng report of the findings of this
examination Is herewith respactfuily submlitad,




EXECUTIVE SUMMARY

This examination is the second market conduct examination of W, Va. Insurance Company by
the State of Wast Virglnla. The examination fleldwork hagan November 12, 2013 and concluded
oh January 24, 2014. Forty-two {42) standards were tested during the examination; the
Company was found to he compliant with forty (40) — one (1) predominantly compliant - and
non-compllant with two {2},

The major areas of concern are llsted helow.

1, Issulng notice of necessary delay In Investigating clalins, [W. Va, Code $t. R, §114-14-6.7]
2, Complying with the following:

+ W, Va, Code &t R, §114-14-6.5; State the legal grounds for the clalm dental,

s W, Va. Code 5t. R, §114-14-6.12: Notlfy first-party clalmant of the statuie of
limitations, not less than thirty days hefore the date on which such time ilmit
axpires,

s W, Va, Code St. R, §114-14-6.17: Provide contact Information and the option to
contact the Commissioner’s Office. This previous Market Conduct Examinatlon
report{as of December 31*, 2008) contalned a recommandation to the company
ta comply with this rale subsection.

Varlous non-compliant practices were ldentifled;The Company is directed to take Immadiate
corrective actlon to demonstrate It abllity and Intention to conduct buslness according to the
West Virginta Insurance laws and regulations,

COMPLIANCE WITH PREVIOUS EXAMINATION RECOMMENDATIONS

The West Virginla Offices of the ihsurance Commissioner {(WVOIC) previously conducted a
comprehansive market ¢conduct examination of the Company as of December 31, 2008 purstant
to the statutory ebligation of the Commissloner’s Office to examine each West Virginla domestle
insarance company avery flve {5) years. Business areas reviewed and tested Includad Company
Operations & Management, Complaint Handling, Marketing & Sales, Producer licensing,
Polleyholder Services, Underwrlting, and Clalms,

There were nine (9) reacommendations — thrae In Oparations & Managemant, two each In Clalms
and Producer Licensing, snd one each in Complaints and Marketing & Sales,

Listed below are the examiners findings on the Company's responses to the pravious
examination's recommendations.

& |t Is recommended the Company adopt and Implatment Internal sudit proceduras, The
proceduras should entall audits for clalms including all clalms submitted by employess
and members of the Board of Directors. Additlonally, underwriting files, Including
decilned applications and canceled polictes, should be audited,

It appears the Company has complied with this recommendation,




It Is racommended the Company discontinue writing Farm Employers Liability covarage

until thay ara properly licensead,
It appears the Company has complied with this recommendation.

It Is recommeondod the Company adopt written procedures to protect the privacy of
non-publlc personal information relating to Its customers, former customers, and
consumers that are not customers. The procedures should include specific procedures
for alt employees who may handle non-public personal Information.

1t appears the Company has complied with this recommendation.

It Is recommended the Company record all wiltten complaints in Its complaint registet,

Including those recelved directly from customers,
1t appears the Company has compled with this recommendation,

It Is reconwnended the Company malntaln coples of thelr advertising to ensure
compllance with applicable statutes, rules, and regulations,
It appears the Company has complied with this recommendation,

It Is recormended the Company adopt and fmplement a procedure to reconclie thelr
agent list with that malntalned by the insurance Commlssion at least once a year,
it appears the Company has compliad with this recommendation,

It Is recommendad the Company adopt and Implemeant 8 procedure to ensure producars

writing business for the Company are properly appointed.
It appears the Company has complled with this recommendation,

It Is recommentded the Company adopt and implament procedures to ensure claim files
are sufficlantly decumented to support clalm decisions including pertingnt clahn evonts

and the timing of the events,
it appecis the Company has complied with this recommendation,

It Is recommended the Company Include in all clalm denlal lettars the contact
Information required by W. Va, Code St. R. §114-14-6.17 and the Company's revised

claim manual, dated 7/1/05.
it appears the Compuny has pot complied with this recommendation,




SCOPE OF EXAMINATION

IS

The basic business areas that were examinaed under this examination were:

Company Operatlons and Management
Complaint Handling

Marketing and Sales

Producer Licensing

Policyholder Service

Underwiiting and Rating

Clalms

- * ® & ® ® »

Each business area has standards that the examlnation measured. Some standards have specific
statutory guldance, others have specific company guldelines, and yeat others have contractual

guidelinas,

The focus of the examlnation was on the methods used by the Company to manage its
operations for each of the business areas subject to this examination. This includes an analysis
of how the Company communicates its Instructions end intentlons 1o Jts lower echelons, how it
measures and monttors the results of those communications, and how it reacts to and modifles
jts communications based on the resulting findings of the measurement and monitoring
activities, The examlnets also determine whether this process s dynamic and results In
enhanced complisnce activitles, Because of the predictive value of this form of analysls, focus Is
then made on those areas In which the process used by management does not appear to he
achieving appropriate levels of statutory and regulatory compliance. Most areas are tested to
see if the Company Is In complance with West Virgina statute and rules,

This examination report is a report by test, rather than a report by exception, and all standards
testad are describad and the results Indicated.

HISTORY AND PROFILE

Waest Virginla Insurance Company (hereinafter referred to as the "Company®) was Incorporated
on July 21, 1923 and began business on September 1, 1923, The Company Is authorized to,
transact business as a Farmer's Mutual Fire Insurance Company under the provisions of Article
22 of the W, Va. Insurance Code, There wera 1o predecessor organizations and the Company is
not afflllated with or a member of a group of nsurers, The Company malnly writes standard fire
Insurance and homeowners lisurance,

The Company Is governed by a nine-member Board of Directors. Directors serving as of June 30,
2013 were as follows: '




Board
Nama and A@dress Business Affillation Memhor Since
Bryan R, Cokeley Lowyet January 2013
PO Box 1526 Steptos & Johnson
Charleston WV 25326 . o
Edward R. Cokeley President, West Virginia Insuranco Company | October 1991
HC 80 Box 10 Owner/CPA, Cokeley & Assoclates
Harrisville WV 26362
Lawrence B, Cokeley | Sacretary January 1989
RR 2 Box 86 Wast Virginia hsurance Company
Pennshoro WV 26415 ’ .
Warran R, Haught Qil & Gas Producer July 1977
PO Box 2
Smithville WV 26178 )
Michael 1, Krupa . Pharmacist and Minister January 1983
3610 Keane Pike
Wicholasville KY 40356
Joe L. Lambert Vice President/Treasurer July 1970
315 £ Main St West VirgInta Insurance Company
Harrisville WV 26362 ’
Mark A, Spiker Dentist January 1989
304 Masonic Ave .
Pennsboro WV 26415
James E, Starr Owner April 1983
614 Wigner Ave Starr Woodworking in¢,
Harrisville WV 26362

METHODOLOGY

The examination was conducted in accordance with the standards and procedures established
by the National Assocfation of Insurance Commissloners (“NAIC”) and West Virginla's applicable
statutes and regulations, The examiners conducted file reviews and Interviews of company

managernent, This reportis a repart by tests,

Tests designed to measure the level of compliance with West Virginla’s statutes, rulés and
regulations were applled to the files, All tests are described and the results displayed in this

report.

I the results tables a “pass” response indicated compliance and a “fall” response Indicates a
fallure to comply. The results of each test appllad to a sampie are reported separately,

The examiners used the NAIC standards of 7% error ratlo an clalms tests {93% compllance rate)
and 10% error ratio on all other tests {90% compliance rata} to determine whether or not an
apparent pattern or practice of belng compllant, predominantly compliant, or non-compllant
existed for any given test, Except as otherwise noted, ali tesis were conducted via random

sample taken from a glven population.




A, CompANY OPERATIONS/VIANAGEMENT

The evaluatlon of stanclards in this business area Is hased on a review of Company responses to
information requests, questions, Interviews, and presentations made’ to the examiner, This
pottlon of the examination {s deslgned to provide a view of what the Company Is and how It
operates and Is not based on sampling techniquds, but rather tha Company’s structure, This
review Is not Intended to duplicate a financlal examination review but s Important In
establishing an understandlng of the examinae. Many troubled companies have hecome so
because management has not been structured to adequately recognize and address the
problems that can arlse. Well-tun companles generally have processes that are similar in
structure, While these processes vary In detall and effectivenass from company-to-company, the

absence of them or the Ineffective application of them Is often reflected In failure of the varlous -

standards testad throughout the examination, The processes usually include:

A planning function where direction, policy, objactives, and goals are formulated;

An execution or Implementation of the planning function elements;

A measurement function that considers the results of the planning and executlon; and

A reaction function thal uiilizas the results of measurement to take carractive action or
to modify the process to develop more efficlent and effective management of Its

operations,

"X X X

Standard Al: The Company has an up-to-date, valld Internal or external audit
program. {NAIC Market Regulation Handbook Chapter 16, § A Standard 1)

Tast Methodology!

» Does the company have an Internal and external audlt program to detect structural
problems hefore they occur? {W. Vi, Code §33-33-1]

Examiner Ohservatlons: The Company’s flnanclal statements, expenses, and lwestment
portfolio are audited annually in accordance with W, Va, Code §33-3-14. The audlt company fust
changed Its name on October 2, 2013 and Is now known as Zeno, Puckly, Lilly, & Copeland A.C.
The Board of Directors reviews the atiditors’ report and approves It at thelr hoard maatings, The
Company has an [nvestiment commiltee that reviews Investiments priot to each hoard meeting,

The company petforms Internal audits, ncluding clalms audits, and reviews of declined and
cancelled policles, These are reviewed at the quarterly board of directors’ meetings.

Examiner Recommaendatlons: None

Resuits: Compliant

Standard A3: The Company_has an antl-fraud plan In place. (NAIC iMarket Regulation
Handbook Chapter 16, § A Standard 3} ’




Test Mathodology:

¢ Doas the Company have any procedural manuals or guldes and antifraud plans?
¢ Does the Company report fraudulent activities of which It becomes aware? W, Vo, Code

$33-41-5]

Examiner Observatlons: The claim handling manual requires adjusters to report any fraudulent
activity. Since March 2008, the Company has a Code of Ethics that all must comply with all laws
and regulations and be willing to report malpractice, malfeasance and potential fraud.

Examiner Recommendations: None

Resilts: Compliant

Standard A4: The Company has a valld disaster racovery plan, (NAIC Market Regulation
Handbook Chapter 16, § A Standard 4)

Test Methodology:

¢ Does the company have a disaster racovery plan that will detail procedures for
continuing operations in the avent of any type of disaster?

Examiner Observations: Company backup procedures require the information system to he
backed up dally, Quartarly informatlon backups are kept off-site, The Company also inalntalns
compatible computer equipment off-slte,

Examiner Recommandations: None

Results: Compliant

Standard A7: Records are adeduate, accessible, consistent and orderly and comply
with state record retention, (MAIC Market Regulation Handbook Chapter 16, § A

Standard 7)

Test Mathodology:
»  Are the records adequate and accessible?

_ Examiner Observations: Flles are retalned In accordance with state recard ratentlon
requirements. Policy flles contained all pertinent information from which to make an
underwriting declsion, Company Is In the process of Imaging all older files.

Examiner Recommendations: None

Results: Compliant




Standard A8: The Company Is llcensed for the JInes of businags that are being written,

{NAIC Market Regulation Handbook Chapter 16, § A Standard 8)
t
Test Mathodology:

+  Are the Companhy's operations In conformance with the Company’s certificate of
authority?

Examiner Ohservations: The Company's certificate of authorlty was reviewad and writings were
compared with authorized lines and the NAIC annual statement. Tha Company’s current forms
which are In use were reviewed, Company no longar writes farm employers llabilily coverage,

No exceptions wére noted.

Examliner Recommendatlons: None

Results: Compliant

Standard AS: The Company cooperates on a timely basls with examiners performing

the examinations, {NAIC Market Regulation Handhook Chapter 16, § A Standard 9)

Test Methodology:
» Dld the company provide recordsin a tinely hasls?

Examiner Qhservations: The Company was cooperative and the examination proceedad In 3
cordial atmosphere, Data provided was responslve and timely,

Examinar Recommendatfons: None

Results: Compliant

Standard A12: The Company has pollcles and procedures to protect the privacy of non-
public_personal informatton_velating to its customers, former customers, and
consumays that are not customers, (NAIC Market Regulation Handbook Chapter 16, § A

Standard 12}

Tost Mathodology:

¢ Does the Company provides adequate proteétion of information it holds concerning its
policyholders and minlmlze any improper Intrusion Into the privacy of applicants and

potleyholders?

Examingr Ohservatlons: Company has procedures for the protection of and privacy of
applicants and polleyholders. Additionally, a West Virginia Privacy Statement Is supplied to all
appllcants and policyhelders,

Examiner Recommendations: Nohe




Results: Compliant

B, CoMPLAINT HANDLING

Evaluations of the standards In this buslness area are based on Company responses to varlous
information requests and the review of complaint files at the Company. In this business area,.
“complaints” Include “grievances.” W, Va. Code §33-11-4{10) requires the Company to
“ .maintaln a complete record of all the complalnts which it has received since the date of its
last examination.” The statute also requires that, “This record shall Indlcate the total number of
complalnts, their classlication by line of insurance, the nature of each complalnt, the dispositlon
of these complaints and the time it took te process each complaint,” the definitlon of a
complalnt I3, “..any written communication primatlly expressing a grievance.”

Standard B:t:'AIE complalnts are recorded in the vequired format on the company
complalnt register, (NAIC Market Regulation Handhook Chapter 16, § B Standard 1)

Test Methadology:

o |s the company recording all complaints recelved directly from the consumer, as well as
the Commissioner’s office?
¢ Is the company recording all complaints In a regulated complaint register? [W. Va, Code

$33-11-4(10}]

Examlner Observations: The Company Is recording all written complaits from the consumer, as
well as those from the WVOIC, The record contalns the required fields: the classification of each
complaint by fine of Insurance, the nature of each complalnt, the dispositfon of each complaint,
and the time it took to process each complalnt.

Examinar Rescommendations: None
Results: The standard of compllance Is 90%. The Company’s handling practices were compliant

Tahle B1 Resulis: Complaints Sample
Typo Population | sample | Pass | Fall | Standard | Compliance
Complaints . 45 45 45 0 90 100

standard B2; The Company has adequate complalnt handllng procedures In place and
communicates such procedures to policyholders. (NAIC Market Regulation-Handhook

Chapter 16, § B Standard 2}

Test Mathodology:




¢ Does the company have complaint procedures In place, and are they sufficient to

satisfactorily handle complalnis?
« Doas the company have pracedures In place to track responses to compialnts? W, Va,

Code St, R, §114-14-5.2]

Examiner Ohservations: Insured has procedures in place, All complaints are logged. The process
Is to hegin processing complaints within twenty-four hours and to provide a response within
fifteen worklng days as vequlred by W. Va. Code St, R. §114-14-5,2,

Examiner Recomamendations: None
Results: Compliant

-Standard B4 The-tfme frame within which the company responds to complaings is In

accordance with apnlicable statutes, rules, and regulations. (NAIC Market Regulation
Handbook Chapter 16, § B Standard 4)

Tost Methodology:

¢ |5 the company maintaining adequate documentaﬂon of complaints? W, Va, Code §33-

11-4(10})
+ Isthe company responding to complaints in a timely mannee? [W. Va. Code St. R, §114-
14-5.2]

Examiner Ohsearvatiens: The Company is adequately documenting complaints and is responding
I a timely manner,

Examiner Recommendations: None
Results: Tha standard of compllance s 90%. The Company's handling practices were compllant,

Tabla B4 Results: Complaints Sample
Tvpe Population | Sample | Pass | Fall { Standard | Compllance
Complaints . 45 45 5 4 0 90 - 160

C. MARKETING &.SALES

The evaluation of standards In this business area Is based oh a revlew of Company. responses {o
Information requests, guestions, Interviews, and presentations made to the examiner. This
portion of the examination Is deslgned to evaliate the representations made by the Company
about Its products. 1t Is not typleally based on sampling technlques, hut can be. The areas to be
considerad in this kind of revlew Include all media, wiitten and verhal advertising and sales

material,




Standard C1: Al advertising and sales materlals are In compliance with appllcable
statutes, rules and regujations. {(NAIC Market Regulation Handbook Chapter 16, § C

Standard 1}

Test Methotology:

s Are all advertising materlals In conformity with the Company’s policy forms, and in
compliance with applicable statutes, rules and regulations?
¢ Does the Company approve producer sates materlals and advertising? {4, Va, Code §33-

11-4f

Examiner Observatlons: Advertising consists of simple advettisements placed pilmarlly Into
local newspapers and hlgh school sports and activities brochures, stating “Fire + Lightning ¢
Wind” and then the name, address, and phone number, One radio advertisement was placed
during the exam term. It was reviewed and stated they sell homeowners and fire policles and
are rated “A” by AM. Best. The Company maintained a copy of the advertisements used. The
Company must approve any producer sales materlals and advertising,

Examiner Recommendations: None

Results: Compllant

Standard €2: Company Internal_producer tralning materlals are in compllance with

applicable statutes, tules, and regulatlons. (NAIC Market Regulation Handbook Chapter
16, § C Standard 2)

Test Methodology!

Are all producer tralning materfals in compliance with state statutes, rules and regufations?

¢ Are there any references to employing unfalr discrminations tactles or avolding
statutory compitanca? {W. Va. Codle §33-11-4]

Examiner Ohservatlons: The Company has no formal tralning materlals or manuals for
producers. Agent training Includes direction on the use of underwriting guidelines and policy
rating. The Company requires all producer prepared advertising material he approved hy the

Corapany prior to use,

Examiner Recontmendations; Nope

Rasults: Compifant

Standard_€3: Company communications_to producers _are in compliance with
applicable statutes, rules, and regulations, (NAIC Market Regulation Handhook Chapter

16, § C Standard 38)




Test Methadology:

+ s the Company In compliance wih the prohibitions on misrepresentations? it Is
concerned with representations made by the Company to lts producers other thanln a
tralning mode? [W. Va. State Code §33-11-4 and W. Vi, Code St. R, §114-14-1, et seqt.]

Examiner Ohservations: Commutinlcation between the Company and producers Is malnly over
the telephone. Written communication In the form of bulletins and correspondence In poley
flles was reviewed for adherence to both the West Virginia Unfalr Trade Practlces Act and the
Wast Virginia Unfalr Clalms Settlement Practices Act, No exceptions were noted.

' Examiner Racormmendatlons: None

Results: Compllant

D, PRODUCER LICENSING

The avaluatlon of standards is based on a review of WVOIC records and Company responses to
Information requests, questlons, Interviews, and presentations made to the examiners. This
portion of the examinatlon Is designed to test the Company’s compliance with West Virginla

producer licensing laws and rules.

Standard D1: Company records of licensed and appointed {if applicable) producers
agree with department of Insurance records, {NAIC Market Regulation Handbook

Chapter 46, § D Standard 1)

Test Methodology

»  Are the agents properly licensed? fW, Vo, Code §33-12-3]
e Are the agents properly appolnted? {W. Va. Code §33-12-8a{c}]

Examiner Observationst The Company's list of current appointed and licensed producers was
raconciled with the records of the WVOIC, without exceptions,

Examiner Recommendations: None
Results) Compllant

standard D2: The producers are properly llcensed and anpolnted (if requlred by state
law) In the jurlsdiction where the application was taken. (NAIC Market Regulation

Handbook Chapter 16, § D Standard 2)

Test Mathodology!
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¢ Are the producers properly licensed and appointed for business solfclted in West
Virginia?

o Does the Company appeint the producer within fifteen {15) days of the date the
producer submits thelr first application to the Company?

o Are oll-applications slgned by properly licensed and appolnted agents? /W, Va. Code

§33-42-11}

Exarminer Observations: The Company utilizes independent agents to market and sollcit
Insurance products in West Virginia. A review of ane hundred fifteen (115) new business policy
files determinad that no policles were written by non-appolnted producers. All applications
were properly signed by licensed and appolnted agents. The Company appoints the producer
within flfteen days from the date the agency contract Is executed, before the producer submits
any applications to the Company. Date racords of commisston payments were reconclied with
producer appointment dates to verify that all were properly licensed and appolnied; ne

exceptions were noted,
Exarinor Recommendatlonst None
Results: The standard of compliance is 90%. The Company’s handling practices were compllant,

Table D2 Results; Producer Licensing Sample
Type Populatlon | Sample { Pass | Fail | Standard | Compliance

New husiness policles . 8,145 115 1541 ¢ 90 180

Standard D3! Termination of producers complies with statutes regarding hotification

to thae producer and notification to the state, If applicable, (NAIC Market Regulation
Handbook Chapter 16, § D Standard 3}

Test Methodology:

+ Doos the Company nolify the Commissioner’s Office {on a form prescribed by the
WYO0IC) within thirty {30) days of tarminating the producer’s authorfty?

o s the producer notified simultancously? {W. Va. Code §33-12-25{d}]

s Doses the Company notify the Commissioner’s Office If the terminatlon Is for cause? [W,

Va. Code §33-12-25]

Examiner Observations: The Company terminated one producer during the examination perlod,
Thot agent retired and was not terminated for cause. The Commissloner's Office was notlfled.

Examiner Recommendations: None

Results: Compllant
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Standard D4: The Company's policy of producer appointments and terminations does
hot result In unfalf discrimlnation against pollcyholders, {NAIC Market Regulation

Hantbook Chapter 16, § D Standard 4)

Test Methodology:

»+ Does the appointment or terminatlon of producers result In unfalr discrimination

agalnst pollcyhaldars?
¢ Does the termination leave any territories understaffod?

Examiner Observations: The Company’s agents can be found throughout the State of West
Virginta, The Company products are marketed in under-served areas. No unfair discrimination
agahst policyholders can be Inferred by the Company’s producer appointment and termination

records.
Examiner Recommendations: None

Resiifts! Compliant

E. POLICYHOLDER SERVICE

]

The evaluation of standards in this business area Is based onh review of Company responses to
Information requests, questions, Interviews, and presentations made to the examiner and file
sampling during the examlnation process, The policyholder service portlon of the examination is
designed to test a Company’s compllance with statutes regarding notice/billing, delays/no

response, premium refund and coverage guestions,

standard E2; Polley issuance and_insured requested cancellations are timely, (NAIC

Market Regulation Handhook Chapter 16, § E Standard 2)

Test Methodology:

« Was tha policy Issued within fifteen (15} days?
s Any excosslve paparwark required? fno statutory requirement]

_Examiner Observations: A sample of newly Issuad policy flles was reviewed to determine the
time required by the Company to Issue pollcles. The date the applicatlon was signed by the

producer and the date the Company issued the pollcy were captured, The Company issued the
polley within fifteen days for the entire sample tested. No exceptions were noted.

A sample of Insured requested cancellations was reviewod to determine If the canceliatlons
were timely and did not requlre excessive paperwork. All policles were cancefled timely.

Examiner Recommendations; None
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Results: For both tables, the standard of complfance Is 90%. The Company’s handling practices .
were compliant.
]
Table B2a Results: Policyholder Service Sample
Type Population | Sample | Pass | Fail | Standard | Compllance
New business policles 8,145 115 151} Q@ 90 100

Tahle E2b Results: Pollcyholder Service Sample
Type Population, | Sample | Pass | Fall | Standard | Compllance

Palicles cancelled by polleyholder 4,879 115 115 | 0 90 100

Standard E7: Unearned premlums are correctly calculated and returned 1o the
approprlate party In a_timely manner_and’in accordance with applcable statutes,

vules, and regulations, (NAIC Market Regulation Handbook Chapter 18, § E Standard 7)

Test Meathodology:

» DI the company charge and rafund the appropriate premium?
Examiner Ohservatlons: A random sample of tarminated policy files was reviewed to determine
if the Company provided the appropriate refund amount, The Company refunded the correct
premium when applicable and refunds were tmely; or the amount was transferred and credited
to a new polley, no exceptions were noted.

Resuits: The standard of compllance Js 90%. The Compatly's handiing practices were compliant.

Tabla E7 Results: Underwilting Unaarned Premium Sample

Type . Population | Sample | Pass | Fall | Standard | Compliance
Palicles cancelled by pofieyhotder 4,879 115 1151 0 90 100
palleles eaneellad by company 10,492 115 1157 0 90 100
TOTALS . 15371 | 230 | 2301 0 80 100

F. UNDERWRITING & RATING

The evaluation of standards In this business area Is based on review of Company responses to
Information requests, questions, Intervlews, prasentations made to the examlner, and file
sampling. The uriderwriting and ratlng practices portion of the examination Is designed to
provide a view of how the Company treats the public and whether that treatment Is In
compliance with applicable statutes, rules and regulations. It Is typlcally determined by testing a
random sampllng of files and applylng varlous tests to the sampled flles, Testing Is concerned

with compllance Issues,
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Standard F1: The rates charged for the policy covarage are In_accordance with filed

ratas (if applicable) or the company rating blan, (NAIC Market Regulation Handbook
Chapter 16, § F Standard 1)

Test Methodology:

»  Was the premlum calculated correctly? W, Vi, Code §33-11-4{7){c}}
¢ Did the Company adhere to its rating manual followed? [W. Va, Code §33-11-4{7}{c}]
> 33-11-4{7}c) As to kinds of Insurance other than life and accldent and

sickness, no parson shalf make or permlt any unfalr discrimination in
favor of partlcular persons, or between Insureds or subfects of nsurance
having substantlally like Insuring, risk and exposure fuctors or expense
efements, In the terms or conditions of any Insurance contract, or in the
rate or amount of premium charge therefor. This paragraph shall not
apply as to any premium or premium refe In effect pursuant to article
hventy of this chapter,

Examiner Observations: Although Farmers Mutual Fire Insurance Companles are not required to
file rates with the Commissloner’s Office, ratas should not be unfalrly discrimlnatory, Wide scale
appllcation of Incorrect rates by a company may ralse financlal solvency questions or be
indicative of inadequate management oversight,

A sample of new Issue policy files was revlewed and the premium re-calculated to determbne if
the Company adhered to its ratlng manual. The Company consistently followed its rating

manual, There wera ho exceptions.

Examiner Recommondations: None

Results: The standard of compliance s 80%. The Company’s handling practices weare compllant,

Tahle F1 Rasultst Underwriting & Ratlng Practices Sample -

Type Populatlon | Sample | Pass | Fall | Standard | Compliance

New business policles 8,145 115 15| 0O a0 100

Standard F2: Disclosures to Insured concernlng rates and coverage are accurate and
timely, (NAIC Market Regulation Handbook Chapter 16, § F Standard 2}

Tast Methodology:
o Were quotations reasonable and accurate?

Examiner Observatlons: It Is necessary to provide insureds with appropriate disclosures, both
mandated and reasonable. Wlthout appropriste disclosures, nsureds find 1t difflcult ko make
Informed decistons, Concerns tested Included accuracy of producer quotations, Including
extended and supplemental coverages. Quotations were reasonable and accurate rate changes
were made at renswal dates and Insureds were provided adequate advance nolice, New
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applications were reviewed with the types of coverages selected and the pramium calculated
using the appropriate W.Va, Insurance rate book,

L]

Only one exception was noted: The agent calcutated the premium based upon an Fi policy
rather than a 2, resulting in 2 lower quote, however the applicant was nolifled {within two
days) hefora the initlal premium was made,

Examinor Recommendations: Nona

Results: The standard of compliance Is 90%. The Company's handling practices were compliant,

Tahle F2 Resultss Underwriting & Ratlng Practices Surhple
Type Populatlon | Sample { Pass | Fall | Standard | Compliance

tlew husiness policles 8,145 115 115 0 80 100

Standard £3: Company dees not _permit lllegal rebatlng, commisston-cutting, or

Inducements, {NAIC Market Regulation Handbook Chapter 16, § F Standard 3)

Tast Methaodology;

¢ Was there any form of unfair discrimination found in the fort of llegal rebating,
commission-cutting, or other Hllagal Inducements? W, Vi, Code §33-11-4(8)]

Examiner Ohsarvatlons: A review of new Issue policy files as well as the agents’ commlsslon fifes
found no evidence of rebating or commission-cutting. All agents are paid the same percentage
of commlisslon on all premiuins recelved by the Company no matter the type of policy or

coverage.
Examiner Recornmendatlons: None

Resulis: The standard of compliance is 90%. The Company’s 'handilng practices were compliant,

Table F3 Results: Underwriting & Rating Practices Sample
Type Poptiation | Sample | Pass | Fall | Standard | Compliancs

New husiness policles 8,145 1:_15 115 0 0 100

Standard F4: The company underwrlting practices are not unfairly discelminatory, The

Company adheres to_ applicable statutes, rules and regulatlons, and company
guldelines In the selection of risks, (NAIC Market Regulation Handbook Chapter 16, § F

Standard 4)

Test Methodology:

e s the company following its underwriting guldelines?
e Do those guldelines canform ko any applicable statutes, yules and regulations?
o Anyinconsistency In handling of the company’s underwriting practices?
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+ Do the applications have the required fraud warning statement?

Examlner Observations: A sample of new issua pollcy files was reviewed to enstire underwriting
Informatlon used to make declslons was not unfaldy discriminatory. it was determined the
Company was selecting risks and assigning rates according to Company guldelines and no unfalr
discriminatory practices were detected. The applications contalned the fraud warning

statement.
Examiner Resommendations: None . )

Results: The standard of compllance Is 90%. The Company’s handling practices were compliant.
]

Table F4 Results: Undarweiting Risk $election Sample

Type Population | Sample | Pass | Fail | Standard | Compllance

New business policles - 8,145 115 {1351 0 an . 100

Standard F7: ReJactions and daclinations are not unfalrly discriminatory, (NAIC Market

Regulation Handbook Chapter 16, § F Standard 7)

Test Methodology:

¢ Doss the compahy provide valld reasons for rejection/declinations when requirad?
+ Does the company monitor the agency rejections/declinatlons for appropriate

practices?
o Has the appropriate refund been made to the applicant?

Examiner Ohservations: Farmers’ Mutual Fire Insurance Companles are not subject to W, Va.
Code §33-17A-6; however, they are subject to W. Va. Code §33-11-4(7}{c}, Consistent
applicatlon of the Company’s undenwriting rules s the primary methed usad to avoid unfair
dlscrimination. An Initlal sarmple of one hundred eight (108} declined applicant files was
reviewed to determlne if the reason for rejection was valld and not unfalrly discrimInatory. In
addition, the flles were reviewed to determine if the reason for rejectlon was properly
documented, Seventaen (17) of the inltial 108 files were not declinations, hut were pre-survey-
type requests with timely responses, before any applications were submitiad. These seventeen
were stricken from the sample and replaced. The Company declined actual applications hecause
the property or the coverage did not meet underwriting guldelines. Alf rejections based on
underwriting guldelines were valid and properly documented, no exceptions were noted. Agents
typlcally submit any questionable applications for final deciston by the company.

Aithough slight in number, any premiuim money recelved is quickly returned by the company.
Typlcally, the check is never cashed,

Examiner Recommendations: None

Resultss The standard of compliance is 90%. The Company's handiing practices were compllant,

Tahle F7 Results: Underwriting Declinations Samp!e.

16




Type Population | Sample | Pass | Fall | Standard | Compilance

Declined policy appllcations 181 108 108 0 90 4 100
3

Standard F8: Cancellation/non-renewal and declination notices comply with policy
provisions and state laws and company-guidelines, {NAIC Market Regulation Handbook
Chapter 18, § F Standard 8)

Test Methodology:
¢ Dogs the notlce contaln the proper reason?
Were the company-initiated cancellations and non-renewals within the pollcy provisions?

Examiar Observations: As a farmers’ Mutual Fire Insurance Company, the Company s not
subject to W, Va. Code §33-17A-4{a) and (b}. Therefore, the Company has no direct statutory
reguirement to delineate reasons for daclinatlons or cancellations on thelr notices, Conversely,
this requirement may be Implied In order to assure compliance with W. Va, Code §33-11-4{7}{c}
which prohiblits unfalr- discsimination, Cancelfations contained the proper reason within the
notice, No exceptions were noted,

Examiner Racommendations: None

Resufts: Tha standard of compllance 1s 90%, The Company's handling practices were compliant,

Table F8 Results: Underwrlilng Cancellatlons Sample

Type Population | Sample | Pass | Fall | Standard | Compilance
Policles cancelled by policyhelder 4,879 115 j1151 © 90 100
Policles cancelled by company 10,492 115 §1151 0 a0 100
TOTALS ' 15,371 230 280} 0 90 100

Standard F9; Resclsslons are not mads for non-matserial misrepresentation, (NAIC
Market Regulation Handhook Chapter 16, §F Standard 9}

Test Mathadology:

s[5 the declslon to rescind the policy made In accordance with applicable statutes, rules,

and regulations?
o Do the rascinded policies Indicate a trend toward post-clalm underwriting practices?

Examiner Oliservations: The Company does not rescind pollcles or coverage, The Company
Issues coverage and If it later determines the Insured does not meet underwriting guldelines or
makes any materlal misrepresentatlons the Company cancels the policy and returns the entire
premium.
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Examniner Recommendations: None
Resultsi Pass \

Standard Fil: Schedule rating or indlvidual risk pramium modlfications plahs, where

permitted, are based on objective crlterla with usage supported by appropriate
documentation, {NAIC Market Regulation Handbook Chapter 17, § F Standard 2)

Test Mathodology:

+ s any scheduled rating or Individual risk premlum modificatlons not based on obfactive

criterla? U
¢ Ave credlis or deviations on a non-discriminatory basis?

Examiner Ohservatlons: Consistency Is the key In avoiding the appsarance or actuality of unfair
discrimination. Company underwriting guidellnes were applled In a uniform manner to all
applicants and pollcyholders. A review of the new business policy flles did not Indicate any
deviatlon froin the Company underwriting guldelines, No scheduled rating by the Compahy.

Examiner Recommendations: None

Results: The standard of compllance ts 90%. The Company’s handling practices wera compliant,

Table F41 Results; Underwriting & Rating Practlces Sample
Tyne Population | Sample j Pass | Fall | Standard | Compliance

MNew husiness polleles 8,145 115 1115 ] 0 20 100

Standard F17: Underwriting, rating, and. classification_are based on adequste

information _developed at_or near inceptlon of the coverage rather than near
expiration or followlng a clajm, (NAIC Market Regulation Handbook Chapter 17, § F

Standard 8)

Tast Methodology:

¢ Determine if the Inltial underwriting of a pollcy Is hased on the Information obtained
after a elalm s submitted.

Examliner Observatfons: A sample of underwriting flles was reviewed to determine If declsions
were based on information recelved at inception of the policy rathey than through audits or post
clalm. The Company uses inspections and photographs to supplement applications, Premiums
are calculated by the agent In the fleld and Indicated on the application. Once the application is
recelved by the home offlce 1t is re-calculated to verify Its accuracy, All applications contained

the correct pramium ¢uote,

Examiner Recommandatlons: None

Results: The standard of compliance Is 90%. The Company’s handling practlces weie compllant,
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Tahle F17 Hesultst Underwriting Information at Inceptlon Sample
Type Population | Sample | Pass | Fall | Standard { Compliance
Mew business poilctes + 8,145 113 115 0 9D 100

Standard F22¢ The Company does not engage .In collusive or antl-competitive
underwriting practices, {NAIC Market Regulation Handbook Chapter 17, § F Standard

13)

Tost Miethodology:

¢ [s there any unlawful pricing or other prohibited anti-competitiva acts or practices?
+ Has the company entered Into any agreements with other West Virginla companfes to
divide the market within West Virginla by territory?

Examiner Observations: A review of the sample of new lssue polley files and underwriting
guldellnes did not reveal any avidence of collusive or anti-competitive practices on the part of

the Company.

Exariner Recommandations: None

Results: The standard of compliance s 90%, The Corapany’s hanciiing practices wera compliant,

Table F22 Results: Underwriting Practices Sample
Type Population { Sample [ Pass | Fali | Standard } Compllance
New business policles 8,145 135 (15§ 0 90 100

Standard F25: Cancellatlon/non-renewal notlces comply with policy provisions and
state laws, Including the amount of advance notice provided to the insured and other
partles to the contract, (NAIC Market Regulation Handhook Chapter 17, § F Standard

16)

Test Methodology:

+ Was the pollcyholdar glven the proper advance notice on a company Initlated
cancellation/non-renewal?

Examiner Chservations: W. Va. Code §33-22-15(c) requires Fermers’ Mutual Fire Insurance
Companles to give each policyholder five (5} days’ notice of canceliation. Policyholders need
sufffelent time in the event of a cancellation or non-renewal to replace coverage, The campany’s
policy provisions allow for a broader notice of cancellation as outlined below,

A sample of Company-initlated cancellad policy files was reviewed for compllance with W. Va,

Code §33-22-15 and the Company's policy provislons, According to policy provislons, the
Company may, within the first 60 days, cancel for any reason. If the policy has been In effect 60
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days or more or it Is a renewal of a policy Issued by the company, the company may cancel or
not renew only at the anniversary date unless a} the premium Is not paid; b} the policy was
obtalned through fratud, materlal misrepresentation or omisslon of fact; or ¢} there has heen 4
materlal change or increase In hazard of the risk, The company will give notice at least 10 days
hefore cancellation I effective, if the company cans the policy for nonpayment of premium,
Otherwise, the company will glve notice at least 30 days In advance of cancellation or non-

renewal.

The majority of the sample was cancellations for non-payment and the company followed the
policy provisions, Other ¢ancellations gave proper 30-day notica, No exceptions were noted. Any
cancellations/non-renewals that were due a refund had proper calculations and were refunded

promptly. !
Examinar Recommendations: None

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

Table F25 Results: Underwriting Notices of Cancellatlon Sample

) Type Population | Sample | Pass | Fall | Standard | Compllance
Policies cancelled by polleyholder 4,879 115 151 0 90 108
Policles cancelled by company 10,492 M5 JA51 0 90 100
TOTALS 15,371 230 230 0 a0 100

Standard F27: File doeumentation adequately supports decislons made, (NAIC Market
Regulation Handbook Chapter 17, § F Standard 18)

Test Methodology:
e |sthe file adequately documented with the proper application, photos, and inspections?

Exariner Observations: All flles were found to contaln sufficient documantation to support the
decisions made,

Examiner Recormmendations: Nona

Restilts! The standard of compilanceiis 90%. The Company’s handling practices were compllant.

Table F27 Results: Underwriting Flile Documentation Sample

Type Papulation | Sample | Pass | Fall | Standard | Compliance
New business pollcles 8,145 115 115 0O g0 100
G, CLAMS

The evaluation of standards In this business area Is based on Company responses to Information
Hams requested by the examiner, discusslons with Company staff, electronic testing of clalm
databases, and flle sampling during the examination process. This portion of the examinatlon Is
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designed to provide a view of how thé Company treats claimants and whether that treatment s

In compliance with appilcable statutes and rules,
¥

Standard Gi: The initlal contact by the company with the-clalmant Is_within the

t
requlred time frame. {(NAIC Market Regulation Handbook Chaptt_er 16, § G Standard 1)

Test Mathoclology:

s Was the claimant contacted within 15 working days {or mandated emergency order
Hmeframe) from the date of the Joss notice? [W, Va. Code $33-11-4{9){b} and W. Ve,

Colle St. R, §114-14-5,1]

Examiner Observatlons: it one first party closed without payiment clalm the company did not
contact with clalmant within the required time frame,

Examiner Recommendations: It s rgcommended that all claimants be contacted within flfteen
{15) working days upon recelving notification of a clalm I accordance with W, Va, Cade St. R,

£114-14-51,

Results: The standard of compllance Is 93%. The Company's handling practices were
pradominantly compliant.

Table G1 Results: Clalms Initlal Contact Sample

Tyha Popuiation | Sample | Pass | Fall | Standard | Compliance
Pald clalms {1* party) 8,987 100 [ 1081 0 93 100-
Paid claims (3° party) 114 76 7% | 0 93 100
Clatms elosed w/o prat {1° party) 6,446 108 {106 1 93 99
Claims closed w/o pmt (3% party) 56 56 % 1 0 93 100
TOTALS 15,608 348 344 ki a3 89.7

NOTE: A total of four clalms were not applicable. Two were In the wrong population pools, one was a
duplicate claim, and In the fourth, a court case was filed, rendering most standards moot,

Standard G2: TImely hvastigations are conducted, {NAIC Market Regulatlon Handbook
Chapter 16, § G Standaird 2)

* Tast Mathodology:

s Did the Investigation commesnce within fifteen (15) working days of any claim flled? fW.

Va, Code St R, §114-14-6.2.4]

o s the Investigation continuing more thah 30 calendar days? if so, was a delay letter sent
within 15 working days after the 30 calendar days? {W, V. Code St R, §114-14-6.7}

o |f the Investigation continued, were subsequent delay letters sent with 45 calendar

days? [W. Va. Code St, R, $114-14-6.7}

Examiner Observatlons: In fifty-one (51) claims, insured falled to properly Issue delay letters,
This would be considered a viclation of W, Va, Cade $t, R. §214-14-6.7 {fallure to Issue a delay

letter).
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Examiner Rocommandatlons: It Is recommended that the company comply with W, Va. Code St,
R, §114-14-6,7 regarding notice of necessary delay In Investigating clalms, If the Insurer needs
nore than thirty {30} calendar days from the date that a proof of loss from a flrst party clalmant
or notlee of clalm from a third-party clalmant Is recelved to determine whether a clalm should
be acceptad or denled, it shail so notify the claimant In writing within fifteen {15} working days
after the thirty-day period explres. If the Investigation remains incomplete, the Insurer shall
provide written notification of the delay to the clalmant every forty-five {45) calendar days
. thereafter until the Investigation Is complete,

Results: The standard of compliance [§ 93%. The Company's handling practices were naon-
compliant. ’

Table G2 Results: Clalms Timely Investigation Sample

Type Papulation | Sample | Pass { Fall | Standard | Compllance
Pald clalms {1 pariy) 8,987 09 | 88 ] 20 a3 81
Pald claims (3 party) 114 76 | 65 | 10 93 87
Claims closed w/o pmt (1 party) | 6,446 108 | 94 | 13 93 88
Clalms closed w/o pmt (3" party) 56 56 50 5 g3 91
TOTALS 15,603 349 297 1 48 98 86
NOTE: A total of four clalms ware not applicable. Two were [n the wrong population pools, ohe was a
duplicate clalm, and In the fourth, a court case was flled, rendering most standards moot,

Standard G3: Clalims_are resolved in a timely manndr, (NAIC Market Regulation
Handbook Chapter 16, § G Standard 3)

Test Methadology:

¢+  Did the company deny the claim or make a written offer within ten {10) working days of
completing its investigation? [W. Ve, Code St. R, §114-14-6.3)

Examiner QObservatlonst The examiners found no exceptions to the rule for pald clalins.
Examinor Recommendations: None
Results: The standard of compllance is 93%. The Company’s handling practices were compliant,

Tahle G3 Rasults: Claims Resolutlon Sample

Type Papulation | Sample | Pass | Fall | Standard | Compilance
Pald claims {1** parly) 8,987 109 |4108] o 93 100
Pald claims (37 party) 114 76 75 ] 0 93 100
Clalras closed w/o pmt {1* party) 6,446 108 (107 ] © 93 100
Clalins closed vi/o pmt (3" party) 56 56 55 0 93 100
TOTALS 15,603 349 {345 0 93 - 100

NOTE: A tolal of four clalms were not applicable. Two were In the wrong populatlon posls, one was a
dupileate ctalm, and In the fourth, a court case was flled, rendering most standards moot,
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Standard G4: The Company responds to claim correspondence In a_thnely mannet,

(NAIC Market Regulation Handbook Chapter 16, § G Standard 4)
L]

Test Methodology:

s DId the company reply to pertinent communlications from a claimant whicl-reasonably
suggests that a vesponse Is needed? JW. Va. Code St, R §114-14-5.3 and W, Va. Code

$33-11-4{9}(b)}

Examiner Observationss The examiners found ho exceptlons to the rule.

Examiner Recommendations: None

Results: The standard of compilance is 93%. The Company's handling practices were conipliant.,

Tahle G4 Resuits: Clalms Correspondance Sample

Type Population | Sample | Pass | Fall | Standard | Compllance
Pald clalms (1! party) 8,987 00 J108) 0 93 100
Paid claims {3" party) 114 7 | 55| o0 93 100
Clalms closed vr/o pmt (1* perty) 6,446 108 J 107 { 0 93 100
Clatms closed wi/o pmt (3" party) 56 56 55 0 93 100
TOTALS 15,603 a49 345 0 93 100

NOTE: A total of four claims werk not applicable, Two were In the wrong population pools, one was a
dupileate clalm, and In the fourth, a court case was filed, rendering most standards moot,

Standard _G5: Clalm flles are_adeguately documented. {NAIC Market Regulation

Handhook Chapter 16, § G Standard 5)

Tost Methodology:

¢ Do the flles contaln all notes and work papers pertalning to the clalim In such detall that
pertinent events and the dates of such events can be reconstivcted? /W, Ve, Code St. R,

§114-14-3]

¢ Are the communications properly dated?

Exarniner Observations: The examiners found no exceptions to the rule,

Examiner Recommendations: None

Resufts: The standard of compHance is 93%. The Company’s hzmdlhig practices were compliant,

Table G5 Resuits: Clalms Documentation Sample
Type Population | Sample | Pass | Fall | Standard | Compllance
Paid clalms {1** parly) 8,987 109 ji08] 0 93 100
Pald claims (3" party} 114 76 75 1 0 93 100
Clalms closed w/o prat {3 party) 6,446 108 | 107 { 0O 93 100
Clalms closed w/e pmit {3 parly) 56 56 | 551 0 93 100
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TOTALS 15603 | 349 |3a5] o | 93 | 100

duplicate ckaim, and In the fourth, a coust case was flled, rendering most standards moot,

NOTE: A total of four ¢laims were not applicable. Two were in the wrong population pools, one was a |,

Standard 66: Claims ara properly handled In accordance with pollcy provisions and

applicable statutes, rules, and regulations, (NAIC Market Regulation Handbook Chapter
16, § G Standard 6)

Test Methodoiogy:

~ ¢ Does the claim handling meet West Virginla statutés and rules as applied to sales tex
payment, corract payees, Impropar release of clafims, and proper payment of non-disputad

clalms?
+  Was coverage checked foi proper application of deduclible or approprlate exclusionary

language?
»  Wera appropriate disclosures given when a clalm nears the applicable statute of limitations?

Examiner Obsetvations: The examiners found no exceptions to the rule.
Examiner Recommendations: None
Resuits: The standard of compliance Is 93%, The Company’'s handling practices were compliant.

Tahle GG Rasultst Ualms Correspondence Sample

Type Population [ Sample | Pass | Fall | Standard | Compliance
Paid claims (1" party) 8,987 108 (308 0O 93 100
Paid clalms {3" party) 114 76 R 93 100
TOTALS 8,101 - 185 183 0 23 100
NOTE: A total of two clalms ware not applicable, One was In the wrohg population pool, and in the
other, a court case was flled, rendering most standards moot.

Standard G7: (‘.‘ompany clalm_forms ara_approprlate for the tme of product, (NAIC
Market Regulation Handbook Chapter 16, § G Standard 7}

Tast Methodology:

o Are the company calm forms appropriate?

Examiner Ohservations: The examiners found no exceptlons to the rule. (Denfal letters are

addressed in standard GS.)
Examiner Recommendatlons: Nona
Results; The standard of compliance Is 93%, The Company’s handling practices were compliant.

Table G7 Resttits: Clalis Forms Sample
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Typa Population | Sample | Pass | Fall | Standard | Compllance
Pald claims (1" party) 8,987 109 |108] o 93 100
Pald clalms (3 party) 114 76 75 | 0 93 100
Clalms closed wfo pmt (1" party) 6,446 08 1w 0 93 100
Clalms closed w/o pmt (3" party) 56 56 55 | 0 e 100
TOTALS 15,603 349 | 345 ] o 93 100
NOTE; A tota) of four clalms were not applicable, Two ware In the wrong population pools, one was a
dupllcate clatm, and In the fourth, a court ¢ase was filed, rendering most standards moot.

standard G9: Denled and closed-wlthout-payment claims are handled In zccordance

with policy provisions and state laws, (NAIC Market Regulation Handbook Chapter 16, §
G Standard 9)

Tast Methodology:

» |s the denlal based upon speclfic policy provisions or exclusions?

+ s the clalmant provided with a reasonablo basls for the denial when requirad by statute
or regulatlon? fW. Vo, Code S5t R. §114-14-3}

+ I3 the clalmant who Is nelther an attorney or represented by an attorhey glven written
notice of that statute of limitatlon? fW. Va. Code St. R, §114-14-6.12}

s s the ¢lalmant given the option of contacting the Commissioner’s Office and provided
with its malling address, telephone humber, and website address? /W, V. Code-St. R,

§114-14-6.17] _ ;

Examiner Chservations: The company Is sending an “Inactive Loss Notice” that appears to be
serving as both a delay letter and a closure/danlal letter. it states that If the clalmant cloes not
respond within the next 60 days, the claim file will be closed and cannot be reopened.

As a “delay letter’ the clalmant Is glven the reason the lovestigations remalns incomplete
{watting on an estimate from the clalmant). '

As a closure letter, it should:

s Notify the first-party clalmant of the statute of limitations (not loss than thirly days
before the date on which such time limit explres).

« Reference a specific policy provision, conditlon or excluston. Such as: “We are denying
this claim due to hot complying with 4. Other Dutles — Property Coverages- a, Glve us
proof of loss, within 60 days after our recuest that shows: 8} detafled estlmates for
repalt”,

s State that the claimant has the optlon of contacting the Commissioner’s Office and
provide its malling address, telophone number, and webslte address,

There wera seventeen (17} denied claims each falllng all three éspects of the followlng
provislens: violation of W, Va, Code St. . §114-14-6.5 (State legal grounds for denlal); §114-14-
6.12 {Statute of limitations); and §114-14-6.17 {Option of contacting the Commissloner’s Office).

Examinar Recommendations: It Is recammended that the company comply with the following,
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e W, Va. Code St, R §114-14-8.5; State the legal grounds for the clalm denial,

o W, Va, Cods St. R, §114-14-6,12: Notify flrst-party elalmant of the statute of [imitations,
not less than thirly days hefore the date on which such time limit explres. _

o W.Va, Code 5t, R, §114-14-6.17: Provide contact Information and the option to contact

the Commisstoner’s Offlce.

Results: The standard of compliance is 93%. The Company's handling practices were noh-
compilant,

Tahle G9 Results: Clalms Denled or Closad Without Payment Sample

Type Populatlon | Sample | Pass | Fail | Standard | Compllance
Clatms closed w/o pmt {1 party) | 6,446 08 | 91 | 18 93 85
¢laims closed w/o pmt {3 party) 56 56 54 [ 1 93 98
TOTALS 6,502 164 145 | 17 93 o0
NOTE: A total of two clalms were net applicable, One was in the wrong population pool, whils the other
was 3 duplicate clair. -

Standard G10: Cancelled checks and drafts reflact appropriate clalin _handling
practlces, {NAIC Market Regulatlon Handbook Chapter 16, § G Standard 10}

Tast Methodology;

¢ Do the checks Include the correct payee and are they for the correct amount?
»  That payment checks do not Indicate the payment Is “final” when such Is not the case,
s That checks or drafts do not purport to release the Insurer from total Habliity when such Is

not the casa,

Examniner Ohservations: Checks were In the corract amount and Included the correct payee. No
exceptions were noted,

Examiner Recommendations: None
Resufts: The standard of compliance Is 93%. The Company’s handling practices were compllant.

Table G10 Results: Claims Payments Sample

B Type Population | Sample | Pass | Faill | Standard | Compllanca
Pald claims {1 party) 8,987 103 | 1081 0 93 100
Pald clalms {3 party} 114 76 | 7] o | 9 | 100
TOTALS 9,101 185 [ 183] 0 93 100

NOTE: A total of twe clalms were not applicable. One was In the wrong population pool, and In the
ofher, a court case was filed, renderlng most standards moot,

Standard 612: Company uses the reservation of tlghts and excess of loss letters, when
appropriate. (NAIC Market Regulation Handbook Chapter 17, § G Standard 1)
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Test Methodology:

« Has the company sent a reservation of rights, when coverage Is In question?
¢ Does the Company send an excess of loss Iatter when It [s apparant that the loss wili
oxceed policy limits?

Examiner Observations: The examiners found no exceptions to the rule, Clalms requlring &
reservatlon of rights letter or an excess of foss letter were veferred to the Company’s General
Counsel, The Company ssued reservation of rights and excess of loss letters where approptiate,

no axceptions were noted,
Examiner Recommendations: None
Resufts: Compllant

Standard G13: Deductible reimburseinent to Insureds upon subrogation recovery [s
made In a timaly and accurate manner, {NAIC Market Regulation Handbook Chapter 17,

§ G Standard 2)

Test Methodology:

+  Was the deductible relmbursed to the clalmant upan subrogation recovery?
Examiner Observations: The examiners found no exceptions to the rule,
Exarniner Recommentlatlonss None

Resufts: Compllant
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SUMMARY OFf RECOMMENDATIONS
}

Recommendation G1: It Is recommended that all clalmants be contacted within fifteen (15)
working days upon recelving notification of a elaim In accordance with W, Va. Code St, R, §114-

14-5.1,

Recommendation G2: It Is recoromanded that the company comply with W, Va. Code St. R.
§114-14-6.7 regarding natice of necessary delay in Investigating clalims, I the Insurer neads
more than thirty {30} calendar days from the date that a proof of loss from a flrst party claimant
or notice of claim from a third-party clalmant Is received to determine whether a claim should
be accepted or denled, it shall so notify the clalmant in writing within fifteen {15) working days
after the thirty-day period axpires. If the Inestigation remains Incomplete, the Insurer shall
provide written notification of the delay 10 the claimant every forly-five (45) calendar days
thereafter until the Investigation is complate.

Recommendation G8: it Is recommended that the company comply with the following.

+  W.Va:Cade 51, R, §114-14-6.5: State the legal grounds for the clalin denlal.

» W, Va, Code St, R, §114-14-6,12: Notlfy first-party claimant of the statute of limitations,
not less than thirty days before the date on which such time limit expires.

+  W. Va, Code St. R. §114-14-6,17: Provide contact Information and the option to contact
the Commissioner’s Office,
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EXAMINER’S SIGNATURE AND ACKNOWLEDGMENT
¥

The examiner would llke to acknowledge the cooperatlon and assistance extended by the
Company during the course of the examination,

In addition to the undersigned, Bracl Beam, CWCP, MCM also participated in-this examination,
3
g‘?
B

John Stpé,A/lE_. CPCU, MCM, CWCP, CIPA, AU, APA, AR
Examlingitin-Charge
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EXAMINER’S AFFIDAVIT

State of West Virginta

County of Kanawha

EXAMINER'S AFFIDAVIT AS TO STANDARDS AND PROCEDURES
LISED I AN EXAMINATION
H

i, John Stike, belng duly sworn, states as follows;

1.1 have the authorlty to represent West Virginda In the examination of W, Va. Insurance
Company,

2.1 have reviewed the examlnation work papars and examination report, and the examination
of West VirgInla hsurance Company was performed In a manner conslstent with the standards

and procedures recuired by West Virgnia,

The afllant suys nothlng further,

/é/}/zf 25*‘““’“"’

Zgn sitke, AlE, CPCU, Mam CWCP, CIPA, AU, APA, AF)
IEI‘ !n Charge

Subscribed and sworn befora me by John Stike on this l z day of B_Q_@Q& 2014,

Qfma@ j /é//mw / @A

tary Public A
3 L., Hetmmelgam
S m&cﬂfﬂf&immm

My commisslon expiras ﬂlag,-g E Q’ii Q.C'-‘] 2 {date).

SYATE OF WAST VIRGHIA
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