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PROCEEDING BEFORE THE HONORABLE JANE L. CLINE
INSURANCE COMMISSIONER
STATE OF WEST VIRGINIA

IN RE: :
FARMERS & MECHANICS FIRE and CASUALTY INSURANCE CO.
NAIC #12611

ADMINISTRATIVE PROCEEDING
# 10-MAP-02002

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

NOW GCOMES The Hono}able Jane L. Cline, Insurance
Commissioner of the State of West Virginia.v and issues this Agreed Order which
adopts the Report of Market Conduct Examination and directs corrective action
as a result of findings in the Report of Market Conduct Examination for the
examination of FARMERS & MECHANICS FIRE and CASUALTY
INSURANCE CO. (hereinafter “F&MF&CIC") for the examination period ending
June 30, 2008 based upon the following findings, to wit:

PARTIES
1. The Honorable Jane L. Cline 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 provisicns
of Chapter 33 of the West Virginia Code of 1931, as amended.
2. F&MF&CIC is licensed under West Virginia Code Chapter 33, as an

Article 1 insurance company in fire and casually in the State of West Virginia




authorized by the Insurance Commissioner to transact its business holding a
Certificate of Authority #D043. |

3. This statutory market conduct examination was conducted and
instituted as result and per the authority of \!\}est Virginia Code § 33-2-9.

FINDINGS OF FACT

1. A Market Conduct Examination'_concéming the operational affairs of
F&MF&CIC for the period ending as of June 30, 2008 was conducted in
accordance with West Virginia Code § 33-2-9(c) by examiners duly appointed by
the Insurance Commissioner.

2. On August 19, 2010, the examiner filed with the Insurance
Commissiqner, pursuant to West Virginia Code § 33-2-9(j)(2), 2 Report of Market
Conduct Examination.

3.  On August 23, 2010, a true copy of the Report of Market Conduct
Examination was sent fo FAMF&CIC by certified and electronic mail and was
received by F&MF&CIC on August 25, 2010.

4. On August 25, 2010, F&MF&CIC was notifled pursuant tq West
Virginia Code § 33-2-9() (2) that it had thirty (30) days after receipt of the Report
of Markét Conduct Examination to file a submission or objection with the
Insurance Commissioner.

5. The Report of Market Conduct Examination included findings
including, but not limited to, the following:

(i.) Recommendation A- Operations and Management — Standard 4

it is recommended that the Company conduct & mock disaster




exercise. The Company should develop a formalized disaster
recovery plan detailing procedures for continuing operations in the

event of any type of disaster.

(ii.} Recommendation B — Complaint Handling — Standard 2

The Company should issue a guideline to alf company divisions
informing them of the definition of a “complaint” and requiring each
division to report any written communication received directly by
them that meet the above definition for inciusion on the company’s

direct complaint log.

8. On August 31, 2010 (received“by Commissioner on September 7,
2010), F&MF&CIC responded to the Report of Market Conduct Examination
(*F&MF&CIC’s Response’) and essentially did not dispute certain facts
pertaining to findings, comments, resuits,“ observations, or recommendations
contained in the Report of Market Conduct Examination.

7. -F&MF&CIC herein accepts the Report of Market Conduct
Examination and corrective action concerning the same. |

8. F&MF&CIC hereby waives additional time for examination report
review, notice of administrative hearing, any and all rights to an administrative
hearing, and to }udici‘a\l.appellate review of any matters contained herein this
Agree'd Order.

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 jurisdiction over the subject

matter of and the parties to this proceeding.

2. This proceeding is pursuant to and in éccordance with West
Virginia Code § 33-2-9. | |

3. That F&MF&CIC has incurred no violations of West Virginia Code as a
result of the Report of Examination.

4,  The Commissioner is charged with the responsibility of verifying
continued compliance with West Virginia Code and the West Virginia Code of
State Rules by F&MF&CIC as well as all other provisions of regulation that
F&MF&CIC is subjected to by virtue of theif Certificate of Authority to operate in
the State of West Virginia.

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

hereby incorporated as such.

ORDER
Pursuant to West Virginia Gode § 33-2-9(j)(3)(A), following the review of
the Report of Market Conduct Examination, the examination work papers, and
F&MF&CIC’s Response thereto, the Insurance Commissioner and FARMF&CIC
have agreed to enter into this Agreed Order adopting the Report of Market
Conduct Examination. The Parties have further agreed to the imposition of
corrective action to the extent they have not already complied against

F&MF&CIC as set forth below.




itis accordingly ORDERED as follows:
(A}  The Report of Market Conduct Examination of F&MF&CIC for the

period ending Juné 30, 2008, is hereby ADOPTED and APPROVED by the

Insurance Commissioner.

(B) Itis further ORDERED that F&MF&CIC shall continue to monitor its
compliance with the Wést Virginia Code, West Virginia Code of State Rules, and
all other laws it is subject thereto.

(C) ltis further ORDERED that within thirty (30) days of the next regulaily
scheduled meeting of its Board of Directors,- FRMF&CIC shall file with the West
Virginia lnsurance Commissioner, in accordance with West Virginia
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
Examination and a copy of this ORDER ADOPTING REPORT OF MARKET
CONDUCT EXAMINATION and DIRECTING CORRECTIVE ACTION.

(D) Itis further ORDERED that F&MF&CIC shall ensure compliance with
the West Virginia Code and the Code of State Rules. FRMF&CIC shall specifically
cure those deficiencies identified in the Report of Market Conduct that warranted a
recommendation to F&MF&CIC.

(E) The Insurance Commissioner has determined that an
administrative penalty is not warranted as a result of the Report of Examination.

(F) It Is finally ORDERED that all such review periods, 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 any future action taken, if any,




on such Order by the Commissioner against»F&MF&CIC,

n
Entered this 3" day of DCS‘-Obf v

, 2010.

b o

THe Honorable Jane L. Cline
insurance Commissioner

REVIEWED AND AGREED TQ BY:

On Behalf of the INSURANCE COMMISSIONER:

Andrew R. Pauley, Atﬁ?ney Supervisor, APIR

Dated: / f/i’/ &

On Behalf of F&MF&CIC:

By: g.”DeNNIS Melormick
[Print Name]

lts: _J (es,ua,nT;/cr_ﬂ/J

Signature: %Mm&é

Date: Oudat 1 2212




. ﬁ STATE OF WEST VIK .NIA
@ Offices of the Insurance Commissioner

JOE MANCHIN III . JANEL. CLINE

Governor Insurance Commissioner

August 19, 2010

CERTIFIED MAII,
7009 3410 0000 4505 0286

Edwin Dennis McCormick, President

Farmers & Mechanics Fire and Casualty Insurance Co.
25 Administrative Drive

Martinsburg, WV 25401

RE: Report of Market Conduct Examination as of June 30, 2008

Dear Mr. McCormick:

Enclosed is a copy of the Report of Market Conduct Examination of Farmers & Mechanics
Fire and Casualty Insurance Co. This examination was performed in accordance with the provisions
of Chapter 33, Article 2, and Section 9 of the West Virginia Code of 1931 as amended. The Report
reflects the business and operational affairs of Farmers & Mechanics Fire and Casualty
Insurance Co. for the period ending June 30, 2008,

Pursuant to West Virginia Code §33-2-9()(2), you are hereby notified that you have
thirty (30) days from receipt of this report to make written submission or rebuitals with
respect to any matter contained in the Report of Market Conduct Examination. If an exception is
taken it must be filed within the statutory time period. Please direct any questions you may have
to Mark A. Hooker at 558-6279, ext. 1176.

Sincerely,

Enc: Copy of Report of Market Conduct Examination as of June 30, 2008

cc! Mary Jane Pickens, General Counsel
Andrew R. Pauley, Associate Counsel, Supervisor-Regulatory Compliance
Mark A. Hooker, Chief Market Conduct Examiner

Legal Services “We are an Equat Opportunity Employer” Telephone (304).558.0401
Post Office Box 50540 Facsimile {304).558.1362

Charleston, West Virginia 25305-0540 ww‘a'.‘x'\!illsqrance.goxf




Report of Market Conduct Examination

As of June 30, 2008

Farmers & Mechanics
Fire & Casualty Insurance Company
of
West Virginia
25 Administrative Drive

P. O. Box 1917
Martinsburg, West Virginia 25402-1917

NAIC COMPANY CODE 12611
‘Examination Number WV014-M17
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August 18,2010

The Honorable Jane L. Cline

West Virginia Insurance Commissioner
1124 Smith Street

Charleston, West Virginia 25301

Dear Commissioner Cline,

Pursuant to your instructions and in accordance with W.Va, Code §33-2-9, an
examination has been made as of June 30, 2008 of the business affairs of

Farmers & Mechanics
Fire & Casualty Insurance Company of West Virginia
25 Administrative Drive
P. 0. Box 1917
Martinsburg, West Virginia 25402-1917

Hereinafter referred to as the “Company™ or “Farmers and Mechanics Fire and Casualty.” The
following report of the findings of this examination is herewith respectfolly submitted.



EXECUTIVE SUMMARY

~ This examination is the first market conduct examination of Farmers and Mechanics Fire and
Casualty Insurance Company. The examination fieldwork began February 2, 2009 at the
Company Home Office in Martinsburg, West Virginia, and remotely in the Offices of the
Insurance Commissioner (OIC) in Chatleston, West Virginia. The examination continued in
Charleston from March 2, 2009 to conclusion of the data review on May 18, 2009, Of the Sixty-
Four (64) standards tested, the Company passed all sixty-four (64)." Recommendations were
made by the examiner with regard to two (2) standards in which the “pass” was marginal or
‘which the severity of the exception warranted a comment or recommendation.

SCOPE OF EXAMINATION

The basic business areas examined under this examination were:

Company Operations/Management
Complaint Handling

Marketing and Salés

Producer Licensing

Policyholder Service
Underwriting and Rating

Claims

OHMEEO®E

Each business area has standards that the examination measured. Some standards have specific
statutory guidelines, others have specific company guidelines, and yet others have contractual

guidelines.

The focus of the examination was on the methods used by the Company to manage its operations
for each of the busitiess areas subject to this examination. This includes an analysis of how the
Company communicates its instructions and intentions to its lower echelons, how it measures
and monitors the results of those communications, and how it reacts to and modifies its
communications based on the resulting findings of the measurement and monitoring activities.
The examiners also determine whether this process is dynamic and results in enhanced
compliance activities, Becaunse of the predictive value of this form of analysis, focus is then
made on those areas in which the process used by management does not appear to be achieving
appropriate levels of statutory and regulatory compliance. Most areas are tested to see if the
Company is in-compliance with West Virginia statute and rules.

Since this examination was the first market conduct examination of the Company, all business
areas addressed by the NAIC 2008 Market Regulation Handbook were tested.

This examination report is a report by test, rather than a report by exception, and all standards
tested are described and the results indicated. '
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HISTORY AND PROFILE

Farmers & Mechanics Fire and Casualty Insurance Inc, was granted a Certificate of Authority to
write property and casualty insurance in the state of West Virginia July 21, 2006. Farmers and
Mechanics Fire and Casualty is wholly owned by Farmers and Mechanics Mutual Insurance
Company and began writing new business for West Virginia Automobiles on August 1, 2006.
The Company had its beginning by writing more than $2.5 million of the business from the
insolvency of the Shelby Insurance Company. The Company’s Board of Directors consists of
eight (8) members and E. Dennis McCormick is the President/CEQ of the Company. As of
December 31, 2008 Farmers & Mechanics Fire and Casualty had a total surplus of $2 4 million,
assets of $3.7 rmlhon and a direct written premium of $2,570,194.

METHODOLOGY

This examination is based on the standards and tests for a market conduct examination of a
property and casualty insurer found in Chapters 16 and 17 of the NAIC 2008 Market Regulation
Handbook and in accordance with West Virginia statutes and rules.

Some standards were measured using a single type of review, while others used a combination,
or all types of review. The types of review used in this examination fall into three general
categories: Generic, Sample, and Electronic.

A “Generic” review indicates that a standard was tested through an analysis of general data
gathered by the examiner, or provided by the examinee in response to queries by the examiner.

A “Sample” review indicates that a standard was tested through direct review of a random
sample of files using automated sampling software. For statistical purposes, an error {olerance
level of 7% was used for claims and a 10% tolerance was used for other types of review. The
sampling techniques used are based on a 95% confidence level.

An “Electronic” review indicates that a standard was tested through use of a computer program
or routine applied to a download of computer records provided by the examinee. This type of
review typically reviews 100% of the records of a particular type,

Standards were measured using tests designed to adequately measure how the Company met
certain benchmarks. The various test utilized are set forth in the NAIC Market Regulation
Handbook for a property and casualty insurer. Each standard applied is described and the result
of testing is provided under the appropriate standard, The standard, its statutory authority under
West Virginia law, and its source in the NAIC Market Regulation Handbook are stated and
contained within a bold border.

Each standard is accompanied by a “Comment” describing the purpose or reason for the
Standard. “Results” are indicated, examiners “Observations’ are noted, and in some cases, a

Farmers & Mechanics Fire & Casualty Insurance Co. of W. Va. Exam #WV014-M17 Page 3



“Recommendation” is made. Comments, Results, Observations and Recommendations are kept
with the appropriate standard.

A.  COMPANY OPERATIONS/MANAGEMENT

The Operations/Management portion of the examination is designed to provide a view of what
the regulated entity is and how it operates. It is not based on sampling techniques; it is more
concerned with structure. This review is not intended to duplicate a financial examination
review, but is important in providing the market conduct examiner with an understanding of the
examinee. Many troubled companies have become so because management has not been
structured to recognize and address the problems that can arise. Well-run companies generally
have processes that are similar in structure. While these processes vary in detail and
effectiveness from company-to-company, the absence of them or the ineffective application of
them is often reflected in failure of the various standards tested throughout the examination. The
processes usually include:

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

An execution or implementation of the planning function elements;

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

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

Comments: The review methodology for this standard is generic. The standard has a direct
statufory requirement as it pertains to annual audited statements. A company that has no aundit
function lacks the ready means to detect structural problems until problems have occurred. A
valid internal or external audit function and its use is a key indicator of competency of
management, which the Commissioner may consider in the review of an insurer.

Results: Pass

Observations: The Company’s financial statements are audited by the firm of Buffamante
Whipple Buttafaro, P.C. in accordance with W.Va, Code §33-3-14. The last audit was conducted
for the year ending December 31, 2008. Loss reserves are certified by the firm of Kulera, Inc.
Reinsurance is cutrently provided through Guy Carpenter & Company. The Board of Directors
reviews the auditor’s report and approves it at their Director’s meetings. The Company has an
investment committee that reviews investments prior to each Board meeting.

The Company instituted a rule requiring any claim of a Board member or employee or family
member of such be handled by an independent -adjuster in order to avoid any appearance of
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impropriety. The Company did not have any claims involving directors or employees durmg the
examination time frame,

Recommen _dations: None

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. Written procedural manuals or guides and antifraud plans should provide
sufficient detail to enable employees to perform their functions in accordance with the goals and
direction of management. Appropliate antifraud activity is important for asset protection as well
as policyholder protection and is an indicator of the competency of management, which the
Commissioner may consider in the review of an insurer. Further, the insurer has an affirmative
responsibility to report fraudulent activities of which it becomes aware.

Results: Pass

Observations: The Company has an Anti-Fraud plan that acknowledges that it is the policy of
Farmers and Mechanics Mutual Insurance Company of West Virginia to prevent, detect, and
investigate both internal and external fraud. The policy applies to all lines of business that the
Company writes. The Company’s Special Investigation Unit (STU) was organized on March 29,
2004 by their parent company, Farmers and Mechanics Mutual Insurance Company of West
Virginia and is composed of an investigator, The investigator is actively involved in the
investigation of cases arising from multiple lines of business.

Recommendations: None

Comments: The review methodology for this standard is generic. The standard does not have a
direct statutory requirement. It is essential that the Company have a formalized disaster recovery
plan that will detail procedures for continuing operations in the event of any type of disaster.
Appropriate disaster recovery planning is an indicator of the competency of management, which
the Commissioner may consider in the review of an insurer.

Results: Pass with recommendations

Observations: The Company has a disaster recovery plan, although some aspects are informal.
This involves a verbal agreement with Centra Bank, in Martinsburg, The Company is currently
working with attorneys for both Company and Centra Bank to work out a written agreement
whereby the Company can set up a static system and have it available at all times. As of the date
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It includes a tape drive for updating and backup of the Company’s personal computers. The
Company is confident it could be back online within two (2)-days. The Company is also in the
process of securing an agreement with a software vendor where the Company will have its
software housed electronically ai one of its sites on a server that the Company can access

remotely.

Recommendations: 1t is recommended that the Company continue to formalize its disaster
recovery plan detailing procedures for continuing operations in the event of any type of disaster.
The plan should be valid, specific and operational, with procedures for implementation and
revised as appropriate, periodically and be maintained current to address potential risks at all

times.

‘Records are adequa
_ reqmrements.

Comments: The review methodology for this standard is generic. The standard does not have a
direct statutory requirement. This standard is to assure that an adequate and accessible record
exists of the Company’s transactions. The focus is on the records and actions considered in a
market conduct examination, such as, but not limited to, frade practices, claim practices, policy
selection and issuance, rating, and complaint handling, etc. Inadequate, disorderly, inconsistent
and inaccessible records can lead to inappropriate rates and other issues, which can provide harm

to the public.

Resulfs: Pass

Observations: The examiners found the Company claim and underwriting files were ofderly and
allowed for the reconstruction of pertinent events from the documents, correspondence, and note

pad entries,

Recommendations: None

Comments: The review methodology for this standard is generic. The standard has a direct
statutory requirement. This standard intends to assure that the Company operations are in
conformance with the Company’s certificate of authority.

Results: Pass
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Observations: During the time frame of the examination, the Company had two thousand nine
hundred ninety-three (2,993) automobile policies in force. The business written conforms to the
license issued by the Department.

Recommendations: None -

= NATC Market Regulation Haudbaak 2008 = Chap!er 16 § A, Standard 9

mme:s performmg the. examlnatlons e ‘
LU P 'Code §:33-2-9 & W Ve Code St. R, §§114 25-1, etseq

Standard A 9: Operations & Management

Comments: The review methodology for this standard is generic The standard has a direct
statutory requirement. This standard assures that the Company is cooperating with the State in
the completion of an open and on-going review of the company s operations in West Vnglma
Cooperation with examiners in the conduct of an examination is not only required by statute, it is
essential in completing the examination in a timely fashion and minimizing cost.

Results: Pass

Observations: The Company was cooperative in all respects and responded promptly to all
requests for information. The examination proceeded in a cordial atmosphere.

Recommendations: None

Comments: The review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure that the Company provides
adequate protection of information it holds concerning its policyholders. and minimizes any
impropet intrusion into the privacy of applicants and policyholders.

Results: Pass

Observations: The Company asserts that all information gathered during the application process
is maintained in the ImageRight Desktop system which is security controlled by job description.
Once the scanning is compiete, the information is Transition filed for thirty (30) days and locked
in a storage arca accessible by the Support Services Supervisor and the Vice. President of
Underwriting. On the thirty-first (31" day, the documentation is shredded using a vendor
service that shreds on site. The examiners find these procedures and safe-guards to be adequate.

Recommendations: None
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management of insurance informatis

~W. Va. Code SL_R.§8 114-57-1; ¢t seq.”

Comments: The review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure that the Company provides
adequate protection of information it holds concerning its policyholders and minimizes aty
improper infrusion into the privacy of applicants and policyholders.

Results: Pass

Observations: The Company has developed systems to store and insure the confidentiality of
consumer’s personal information. The systems have security levels for each employee position.
Security levels are set by the IT department and reviewed by the Department’s Vice President.
Employees are properly trained on the handling of nonpublic information gathered during the
underwriting process and claims investigations. The examiners found that the Company’s
methods for handling, disclosing, storing and disposing of insurance information are adequate to
maintain the confidentiality of consumer’s personal information.

Recommendations: None

fStandard A'12: Oper ations & Management ==~ NAICMarketReguIatmn Handboak 2008 Cliapter 16,§ 4, Srandamr 127
PTOof Y ting

W7 ;C&dé S{.R '§§-114-5 7o0; of seq.

Comments: The review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure that the Company provides
adequate protection of information it holds concerning its policyholders and minimizes any
improper intrusion into the privacy of applicants and policyholders.

Results: Pass

Observations: Farmers and Mechanics have a well defined policy for the collection and use of
information compiled in connection with insurance transactions. All employees must use a logon
ID and password 1o access any information from the Company’s automation facilities.
Additionally, the Company requires properly executed releases of information prior to releasing

any policyholder information.

Reécommendations: None
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Comments: The review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure that the Company provides
adequate protection of information it holds concerning its policyholders and minimizes any
improper intrusion into the privacy of applicants and policyholders.

Results: Pass

Observations: The Company does receive credit reports during the underwriting process and the
applicants may not become customers or consumers. of the insurance policies offered. The credit
reports are not utilized for undelwntmg the risk and are reviewed to determine if there may be
reason for concern in collectmg premiums when due leading to repeated requests to reinstate
policies cancelled for non-payment.  All information received during the application process is
maintained in the Company system that is security controlled by job description and if not
relative to policies issued to customers and consumers is shredded using a vendor that shreds on
site. Notices provided to customers and consumers relative to financial information secured
were found to be clear and conspicuous and accurately reflected the Company’s privacy policies
and practices.

Recommendations: None

ﬁ- Standard A 15 Op er atlons & Management NAICMarketRegularmn Handbaok2008- 'mpg‘qu 6 §A Stamlard 15

V. Code St_R. §§114-57-1, et seq:

Comments: The review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure that the Company provides
adequate protection of information it holds concerning its policyholders and minimizes any
improper intrusion into the privacy of applicants and policyholders.

Results: Pass

Observations: During the course of the examination, there was no documentation to indicate
that the Company disclosed nonpublic personal financial information gathered during the
underwriting process to nonaffiliated third parties or to anyone in violation of applicable statues,
rules and regulations.

Recommendations: None

B. COMPLAINT HANDLING

Comments: TEvaluation of the standards in this business area is based on Company responses to
various information requests and complaint files at the Company. In this business area,
“complaints” includes “grievances.” W. Va. Code § 33-11-4(10) requires the Company to.
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«,,.maintain a complete record of all the complaints which it has received.” - The statute also
requires that “this record shall indicate the total number of complaints, their classification by line
of business, the nature of cach complaint, the disposition of these complaints and the time it took
to process each complaint.” West Virginia statutes define a complaint as “...any written
communication primarily expressing a grievance.”

Standalq B 1: Complamt Handhng

W Va,: Code§ 33- 11-4(10)

Comments: The review methodology for this standard is generic and electronic. The standard
has a direct statutory requirement. This standard is concerned with whether the Company keeps
formal track of complaints or grievances as required by statute. An insurer is required to
maintain a complete record of all complaints received. The record must indicate the total
number of complaints since the last examination, the classification of each complaint by line of
insurance, the nature of each complaint, the disposition of each complaint, and the time it took to
process each complaint.

Results: Pass

Observations: The Company maintains a complaint log for those received through the WVOIC.
However, the Company does not include written complaints received directly by the Company.
This does not comply with the requirements of W. Va. Code § 33-11-4(10) see standard B-2.

Recommendations: See Recommendation B 2

NAIC Marke! Regu!arton Handbaok 2008 Ckaprer 1 6J § B, Standard 2 e

Standard B2 Complamt'Handl"

Code § 33-11-4(10) & 7 Va: Code St. R: §114-14:5.2

Comments: The review methodology for this standard is generic. The standard has a direct
statutory 1equ1rement This standard is concerned with whether the Company has sufficient
procedures to require satisfactory handlmg of complaints received, as well as analysis in areas
developing complaints. The Company is required to have a method for distribution of, obtaining
and recording responses to complaints. An insurer is required to maintain a complete record of
all complaints received in the format prescribed by the statute.

Results: Pass with recommendation

Observations: When a WVOIC complaint is received, it is recorded on the complaint log and
referred to the appropriate division supervisor for response. The company reported that it had no
complaints that ‘were received directly from consumers, furthermore it did not appear that the
company had a procedure to handle those complaints.
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Recommendations: Tt is recommended that the Company maintain a complete complaint log.
The complaint log maintained by the company provides a record of only those complaints
received directly from the West Virginia Offices of Insurance Commissioner’s Consumer
Service Division The company should acknowledge as a “complaint” any written
communications received directly from consumers expressing a grievance and include them in
their complaint records as required by W. Va. Code §33-11-4(10).

Comments: The review methodology for this standard is sample. The standard has a direct
statutory requirement. This standard is concerned with whether the Company has made a timely
response to complaints/grievances. In the case of complaints concerning claims, direct time
requirements are found in W. Va, Code St. R. § 114-14-5.3. West Virginia’s Consumer Service
section uses fifteen (15) working days as the standard timeframe for responses to complaints.

Results: Pass

Observations: The Company responds timely to complaints received directly from the West
Virginia Consumer Service section. The company reported that it had no complaints that it
received directly from consumers; furthermore, it did not appear that the company had a
procedure to handle those complaints. :

Recommendations: See recommendation B 2

Comments: The review methodology for this standard is sample. The standard has a direct
statutory requirement. This standard is concerned with whether the Company has made a timely
response fo complaints/grievances. In the case of complaints (grievances) concerning claims,
direct time requirements arc found in W, Va. Code St. R. § 114-14-5.3. West Virginia’s
. Consumer Service section uses fifteen (15) working days as the standard timefiame for responses

to complaints.

Results: Pass

Observations: The Company responds as requited to complaints received directly from the
Consumer Services section.
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Recommendations: None

C. MARKETING AND SALES

Comments: Evaluation of standards in this business area is based on a review of Company
responses to information requests, questions, interviews, and presentations made to the examinet.
This portion of the examination is designed to evaluate the representations made by the
Company about its products. It is not typically based on sampling techniques, but can be. The
areas considered in this kind of review include all media, written and verbal advertising and sales

material.

Comments: Review methodology for this standard is generic. The standard has a direct
insurance statutory requirement. This standard is intended to assure compliance with the
prohibitions on misrepresentation. It is concerned with all forms of media (print, radio,

television, etc.).

Results: Pass

Observations: Company advertising was very limited in nature. The examiners reviewed all
advertising materials, The Company produced a limited number of brochures for distribution to
both current and prospective clients, describing available products. The Company’s Newspaper
ads are limited in nature and placed mostly in the Saturday religion section of the local paper.
The Company occasionally ran a front-page sticker which included the Company logo, location,
and contact information. The Company does not allow producer created advertising content. The
only web-based advertising found was on the Company’s homepage, FMIwv.com. There were

no errors in the content..

Recommendations: None

~ Comments: Review methodology for this standard is generic. This standard has a direct
insurance statutory requirement. This standard is intended to assure compliance with the
prohibitions on misrepresentation. It is concerned with training or instructional representations

made by the Company to its producers.

Results: Pass
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Observations: Company submitted manuals were reviewed and found to be in compliance with
West Virginia statutes, rules, and regulations. Only company prepared and approved matenals
are allowed. Company approved materials also include Acord and ISO forms

Recommendations: None

Comments: Review me’[hodology'for this standard is generic and sample. The standard has a
direct insurance statutory requirement. This standard is intended to assure compliance with the
prohibitions on misrepresentations. It is concerned with representations made by the Company

to its producers other than in a training mode.

Results: Pass

Observations: Review of letters, notepad entries, email, and website raised no issues or
concerns. Manuals were available to appointed producers for review and use, and updated to
include references to new rates, rules, and regulations. E-mails in underwriting and new-
business files sent to individual producers and agencies were found to be in compliance,

Recommendations: None

D. PRODUCER LICENSING

Comments: The evaluation of standards is based on a review of the Insurance Commissioner’s
records and Company responses to information requests, questlons interviews, and presentations
made to the examiners. This portion of the examination is designed to test the Company’s
compliance with West Virginia producer licensing laws and rules.

Standard D 1; Producer LICEnSlng_ AR __'NAICMarkemeguzaaon Hanidbook 2008 ~ Chapter 16,§ D, Srandnrdl _

Reguiated entity r
insurance records

Comments: Review methodology for this standard is electronic. This standard has a direct
statutory requirement. This standard is aimed at-assuring compliance with the requirement that
producers be properly licensed and appointed. Such producers are presumed to be qualified,
having met the test for such license, W.Va. Code §33-12-3 (b) states, “No person shall in West
Virginia act as or hold himself or herself out to be an individual insurance producer or insurance
agency or solicitor unless then licensed therefor pursuant to this article.” W.Va. Code §33-12-3
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Comments: Review methodology for this standard is electronic and sample. This standard has a
direct statutory requitement. As applied in this section the test is file specific. This standard is
aimed at assuring compliance with the requirement that producers be properly licensed and
appointed for business solicited in West Virginia. The Company must appoint the producer
within fifteen (15) days of the date the producer submits their first application to the Company.

Results: Pass

Observations: The procedures followed by the company are in compliance with WVOIC
requirements. Examiners reviewed the entire list of four hundred ten (410) producers.

Appointed Producers .
Type Sampled N/A Pass Fail %P ass
Appointed Producers 7/24/06 to 6/30/08 410 0 410 0 100%

From the total population of two thousand nine hundred and ninety-three (2,993) automobile
policies in effect, a sample of sixty (60) was selected for detail review. All Farmers and
Mechanics Fire and Casualty Insurance Company producers were licensed and appointed.

. New Business (Auto)
Type Sampled | N/A Pass Fail % Pass
Automobile Policies 7/24/06 to 6/30/08 60 5 55 0 100%
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