T A

-

PROCEEDINGS BEFORE MICHAEL D, RIELY
INSURANCE COMMISSIONIR 50,

OF THE STATE OF WEST VIRGINIAC ¢ TAY 31 At [0: 28

OV T IO Ve
e WEGT YRGINIA

IN RE: MUTUAL PROTECTIVE ASSOCIATION OF WEST VIRGINATATE

Administrative Proceeding No.: 12-AP-FINCON-02006

AGREED ORDER ADOPTING REPORT OF FINANCIAL EXAMINATION AND

DIRECTING ACTION

COMES NOW Michae! D. Riley, Insurance Commissioner of the State of West Virginia,
and issues this Order which adopts the REPORT OF FINANCIAL EXAMINATION as of
December 31, 2010, of MUTUAL PROTECTIVE ASSOCIATION OF WEST VIRGINIA
(hereinafter referred to as “Company”) based upon the following findings, to wit:

JURISDICTION

1. Michael D. Riley is the Insurance Commissioner of the State of West Virginia
(hereinafier the “Insurance Commissioner”) and is charged with the duty of administering and
enforcing the provisions of Chapter 33 of the West Virginia Code of 1931, as amended. |

2., The Company was incorpotated on May 20, 1911 and authorized by the Insurance
Commissioner to transact business in the State of West Virginia as permitted and authorized under

Chapter 33, Article 22 of the West Virginia Code,

FINDINGS OF FACT

1. An examination of the financial condition and operational affairs of the Company
for period beginning January 1, 2006 and ending December 31, 2010, was conducted in accordance

with West Virginia Code §33-2-9(c) by the Insurance Commissioner,



2. On Aptil 4, 2012, the examiner filed a REPORT OF FINANCIAL
EXAMINATION with the Insurance Commissioner pursuant to W.Va, Code $ 33-2-9(G)(2). A
copy of the REPORT OF FINANCIAL EXAMINATION is attached hercto as Exhibit A and
incorporated herein as if set forth in full.

3, On or about April 4, 2012, a true and accurate copy of the REPORT OF
FINANCIAL EXAMINATION was forwarded to the Company by certified mail, return receipt
requested. On April 10, 2012, the Company received a copy of the REPORT OF FINANCIAL
EXAMINATION, _

4. Pursuant to W.Va. Code § 33-2-9(j)(2), the Company was notified and afforded a
petiod of thirty (30) days after receipt of the REPORT OF FINANCIAL EXAMINATION within
which to make a submission, rebuttal, or objection concerning any matler contained in the
REPORT OF FINANCIAL EXAMINATION,

5. By letter dated April 30, 2012, management of the Company indicated that they had
reviewed the REPORT OF FINANCIAL EXAMINATION and concurred with the findings of the
cxamination, A copy of the Company’s response letter of April 30, 2012, is attached hereto as

Exhibit B. By the letter dated April 30, 2012, the Company conours with the findings.

CONCLUSIONS OF LAW

W.Va, Code § 33-2-9G)(3)(A) provides that following a review of the REPORT OF
FINANCIAL EXAMINATION, the examination work papers, and any written submission,
rebuttal, or objection the Insurance Commissioner shall enter an ORDER adopting the REPORT

OF FINANCIAL EXAMINATION as filed or with modifications or corfections.



ORDER
It is therefore AGREED by the Parties and ORDERED the following:

1. Tt is ORDERED that the REPORT OF FINANCIAL EXAMINATION of
MUTUAL PROTECTIVE ASSOCIATION OF WEST VIRGINIA attached hereto as Exhibit A, is
hereby ADOPTED and APPROVED by the Insurance Commissioner.

9. It is further ORDERED that a copy of this AGREED ORDER ADOPTING
REPORT OF FINANCIAL EXAMINATION AND DIRECTING ACTION and the adopted
REPORT OF FINANCIAL EXAMINATION shall be mailed to MUTUAL PROTECTIVE
ASSOCIATION OF WEST VIRGINIA by certified mail, return veceipt requested upon entry of
this Order by the Insurance Commissionet.

3 Tt is ORDERED that MUTUAL PROTECTIVE ASSOCIATION OF WEST
VIRGINIA shall file with the Insutance Commissioner, within thirty (30) days of the issuance of
this ORDER, affidavits executed by each of its directors stating under oath that they have received
a copy of the adopted REPORT OF FINANCIAL EXAMINATION and a copy of this AGREED
ORDER ADOPTING REPORT OF FINANCIAL EXAMINATION and DIRECTING ACTION,
in accordance with W.Va, Code § 33-2-9()(4).

4 T is ORDERED that MUTUAL PROTECTIVE ASSOCIATION OF WEST
VIRGINIA take whatever actions are required to comply with the recommendations set forth in the
REPORT OF FINANCIAL EXAMINATION, if any, and shall demonstrate compliance to the
satisfaction of the Insurance Cominissioner, if necessaty.

5. That MUTUAL PROTECTIVE ASSOCIATION OF WEST VIRGINIA waives any
yight to any notice, administrative heaving or appeal therefrom for the actions taken by the

Insuratice Commissioner herein this Agreed Order Adopting Report of Financial Examination and
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Directing Action. MUTUAL PROTECTIVE ASSOCIATION OF WEST VIRGINIA reserves
herein its rights to notice, administrative heating or appeal for any future enforcement actions
taken by the Commissioner that might result from this Agreed Order, if any.

6. It is finally ORDERED that this administrative matter be hereby dismissed from

the administeative docket of the Insurance Commissioner,
ad
Entered this 2z day of /V[ A ‘7 _, 2012,

%//m%

Michael D Riley
—Aeting nsurance Commissioner

THE PARTIES DO SO AGREE:
'HE INSURANCE COMMISSIONER
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Baker, Wast Virginia
Aprll 3, 2012

Honorable Michael Riley
WV Offices of the Insurance Comimlssloner

1124 Smith Strest
Charleston, West Virginia 26801

Dear Commissloner Ritey:

. Pursuant to your inskuotions, an examinatioh has. been made as of Dacember 31, 2010 of the
financlal condlilon and operational affalrs of the '

THE MUTUAL PROTEGTIVE ASSOCIATION OF WEST VIRGINIA
. Baker, West Virginla

hereinafter referréd to as the "Company.” The following report of the findings of this sxamination
Is herewith rospeotiully submitted.

. ) SCOPEOF EXAMINATION -
Perlod Covg‘ red by Examlinatlon

The Compeny was {ast examined as of Degember 31, 2006, The currant examination [s made as
. of Dagambser 31, 2010 and covered the five-year petied from January 1, 2006 through December

31, 2010..
Examination Procedures ém ployed

This examinallon was conduoted In accordance with procedures, rules and regulations
ostablished by the state of West Virginla as welt as guidefines and procedures set forth In the
Examiner's Handbook adopted by the National Assoclation of Insurance Commissioners, In
addition the work papers and reporis of the Company’s Independent public accounting flrm were
reviewed and utllized where appropriate,

The report Is prasented on an exceplion basis. It Is designed to set forth the facls Wwith regard to
any maletlal adverse findings disclosed during fhe examination. if necessary, comments and
recomimendations were made In those areas In need of correction or improvement, In such
cases, these matters were discussed with responsible Company officlals during the course of the

examination, )

Updats of Provious Examination Findings

As a result of the prior examination, the follgwing recommendations were made.

1. itwas recommended that a specified dollar amotnt be establlshed and votsd on by.the Board
o requlre original sighalures on chocks 1ssued on or above the stated amount and all agent
commission chacks reguire arlginal signatures of two offlcars,

Récommendation was not lmplomented,
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2. Accoss to Company's safe deposit box currently raquires only one signature, it is
rscommended that this provislon be changed to require the sighalures of two offlcers or
ragponsibla employees for entry,

Recommendation was not Implemeiited,

3. Areview of pald losses and loss adjustihent expense showed losges incutred In one year and
not patd until the foilowing year yet a liabliity was nol recorded on the financial statements the -
year ofithe loss, It was recommended that the Company comply with WV Code. 33-7-5(b) by ’
eitablishing a reserve i the amount estimated to he nocessary lo pay all of its unpald losses
and assoclated unpald adjusting expenses Incurred during the reporting yeat,

It appears the Company is complylng with recommendation, butis riot consistent in
reporling every year, ’

4, Jils recommended that the Company undertake actions to comply with its By-Laws, and the
WV Code 33-22-5(a) and (b}, concerning directors, and alaction,

The Company has compiled with this recormendation,

5, it Is recormended that amendments {o the charler of bylaws be exscuted In accordanse with
- thé WY Code 33-22-5(s), _

The Company has complied with thts recommendation.

8. It Is recommended that those who have access to cash and investments he bondsd asIn
acoordance with the National Assoolation of Insurance Commigsloners' Examiners Handbook.
This Inclucles the people who have the ablllty to authorize wire ransfers, write checks and
those who can buy, sell or fransfer Investments. .

The Company has compiled with this recommendation.

7. Ag In actordance with West Virglnia Code $3-38-6(c), it 1s recommended that the Company
annually obtaln a copy of statements of the flnancial condition of the reinsurance
int‘ermediary-broksr with which it transacts business.

Revisw of the records and discuasion with C‘ompany personnel revealad that the annual
financial conditlon of the broker/intermediary was not requested.

8. It Is recommendad that the Gompany record depreciation In accordance with SSAP No. 40,
paragraph 8, and Include In its repoiting of expenses, oo

The Company has complled with this recommendation. -

9. Itls recommended that the Company report advance premiums In accordance to S8AP Mo.
83 paragraph 13. .

The Company has complied with this recommendation,



STORY:

Goperal

Th,a: Company. was incorporated s an assesseble farmars' muduel f'h‘e Insurence sompany on
~May 20, 1911 with the home office located in Romney, West Virginia. The Company Is a not-for-
profit insurance company as desoribed In section 801{0) {1 B) of the internal Revenue Code:

The locatlon of the home office was moved lo Mooreileld, West Virginia through @ Charter

amandment on Januery 26, 1963 and to Baker, West Virginia (its present location) through a

Gharter amendment of Apri 18, 4992, The Company Is licensed only in the state of Woest Virginia

_ &hd operates in an elght county area. The Company Insures its members against loss from fire,
fightning and extendsd coverags, : )

The Gompany is a meinber of the American Assoolation of Insurance Services (AAIS). All forns
used by the Company are filed by reference with AAIS. The Company develops tales

independently of AAIS:
The Company markets all of its business fhrough Independent agents. The Gompany does not
sell business directly, and seldom has "walk-In® business, Alistof active agenis was oblained

from the WVOIC's Division of Agent and Licensing. As of December 31, 2010, there were 25
independent agents appointed o sell the Company's products,

Managetent

The Company’s Bylaws provide {hat the govetning body of the Company shall be the Board of
Directors consisting of six members. Directors serving at December 31; 2040 were as follows:

Name and Address principal Ogcupation
James M. Cookman _ insurance Agent

2 Alt Ave,, PO Box 560
Pelarsburg, WV 26847

Donald J, Baker, Jr. C Insurance Agent
109 Washington Streel
Moorafield, WV 26836
Carole H. Hartman : [nsurance Agent
PO Box 868 .
Erankiin, WV 26807
_Brenda K, Peer Chlef Operating Offlcer
216 Whispering Pines Way ‘ Mutual Protective Assoolation
Lost Clty, WV 26810 of West Virginia
Kelth &, Pofter ' Insurance Agent '

HC 78, Box 166
Augusta, WV 26704

. Clyde M. Soe, Jr. . Attorney
PO Box 700 .
Moorefleld, WV 25836 ) )



Officers of the Company are to be elected by the Board of Direclors at a mesting Immediately.”

followlng the Annual Meating of Policyholders. The officers serve for a form of one year, Ther
appointed offlcers of the Gompany as of December 31, 2010 were a3 follows:

~ Name S : - Iifle
Clyde M. See,Jr. o ‘ . President
Carols H, Hartman - Vice President
Bronda K. Paer ' o Secretary/Traasurer

Conflict of [nterest Pragedura

_ The Company's Independent CPA has each director complete 8 Related Parly Questlonnaire
every year. Questionnalres were clrculated 1o directors for each year under examination,
"reguesting the dlsclosure of any materlal ransaclions or Indebiedness to the Company that may
ba a contllct of Interest to'the Dirsclor or related parly. The review of these questionnalres
disclosed that no confilcts of Interest were disclosed for the years that were complated. The -
procadure for disclosing confilots of interest appeats to be affactive.

Corporat tords

Charter

Thers were ho amendmenls to the Company's Charler during the perlod covered by this
examination. ) -

Bylaws

There was an amendment o the Company’s By-Laws during the perlod covered by fhls |
exafnination. For the perlod coverad by this examination, the Company was not in compliance
with its proposed amended By-Laws. See page 15 for exception findings.

Minutes

The recorded minutes of the mestings for the Board of Directors and the Polloyholders' annual
_ meeling were reviewad; and, excluding the exceptions noted In regards to the Company's Charter
- and By-Laws, were found to be In order. $ee page 16 for oxception findings.
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FIDELITY BOND AND OTHER INSURANGCE

‘ The examination of insurance coverage Involved & revlau'; of the adaquacy of limils and retentlons,
and the solvenoy of the Insurers providing the voverage. -

Fidelity-Covata

The Company has a policly in the amount of $25,000 each, for coverage of officers and

employess whose dulies and responsibilitles requlre the carylng of such-coverage. The .
¢ovarage Is for the President, Chlef Operaiiig Officar and Bookkeeper: which are {he three - -
smployees that perform all the accounting and financlal dutles for the Comphny. The amount of -
the.pollcy Is not within the ‘suggested range which is pstablishad by the Natlonal Association of -
Insurance Commissionars' Examiner Handbook. See page 15 for specific finding, )

her insurance Coyerage

In addition to fidelily coverage, the Company nad coverage for professional ilabliity, and &
commerclal package polioy fhat consists of comrnarcial property, commerolal general llablilty, and
" tarrorlsm insurance, Al coverages ware determlined to be inforce and adaquale as of Dacember

31, 2010,

The Company obtained workers' compensalion nsurance for its employees thraugh a privale
carrler, .

PENSION, STOCK OWNERSHIP, AND INSURANGE PLAN

The Company provides & SIMPLE IRA for the employses of the company. A matohing
contribution equal to the employee's salary coniribution up to-a fimit of three percent of the
employee’s compensation for the year ls patd by the Company. n addition, the employses are
provided health care, There are no other penston or stock ownership plans.




REINSURANGE

At December 31, 2010, the Company had In effect a Properly Pet Risk Excess of Loss and an
Aggregale Excess of Loss relnsurance agresmpnts place through Guy Carpenter & Company,

ino, of Pennsylvania {Guy Carpenter), a relnsurance intermediary that is icensed to engage Inthe .
business of lnsurance In the Gommonweaith of Pennsylvanta. Guy Carpentor Is authorized to do
busthess in West Virginla under West Virglnia Code’ 33-38-3(a) {2) as & relnsurance intermadiary-

broker.

The Contract Is to indemnify the Company In respect of the liabllily that may accrie to the
Company as & result of loss orlosses under Policies classifled by the Company as Propaily, in
force at the Inception of the Contract, or wrlllen rehewed during the term of the Contract by or on
behg!f of the Gompany, which authority will continue untl terminated, The terms of the contract
ang the pan:uclpaling relnstrers are outlined below:

Praperty Per Risk Excess of Loss Reinsurance

Cove}age: 100% of $100,000 in excess of $40,000, net loss per risk
Oceurrence Lirnftation: ~ $200,000 _

Rate! 7.90% of gross na}wrltten premium Income '
Daposht Pramtum: $28.000,'payablé_;$7,080 quartetly

Minlmum Premium: $22,400

Ultlmate Net Loss: Includes 90% ECO, 80% XPL

Loss Adjustment Expense: Pro Rala in addition to loss

Brokerage Pald by Relnsures:  10%

Agyregate Excess of Loss Reinsur;mce

Coverage: 100% of $160,000 of gross net carned prentium Income excess of 60% of
gross net earned premium Jncome

Rate: 3.16% of gross net eamed premium Income
Deposlt Premium: $10,100, payable $2,625 quarierly

Minfmum Premlum:  §8,100 \

ECOMKPL) 90%-10% subject to 8 maxirum of $36,000 per Properly claim
Loss Adjustment Expense: Pait of Loss ’

Brokerage Pald by Relnsurer;  16%



" The relnsurers for tho contract llsted above are a8 follows:

Relnsurers . Signed Line Abi Best NAIC
" Railng Number
! » .
Alllod World Relnsuratice Company 5.00% A 22730
Arch Relnsurance Company 20.00% A . 10348
Employers bMutual Casually Co 19.00% A 21415
Hannover Ruckversicherung AG 5.00% A NIA
Lloyd's Underwiiting Syndicate -
No, 2987 BRT* 14.00% A NiA
* QBE Relnsuranhcs Corporation 26,00% A 10218
" ‘rhe Toa Relnsurance Company
. Of Ametlca 12.00% A 42438

.' *Gfuy Carpenter has arvangsed foré retrocession of 100% of Lioyd's Underwriting Syndicate #
0087 BRT's 14% participation to Farm Muiual Relnsurange Plan. .

The contract made belwesD QGuy Carpentor and the Company appears to be In accordance vs;lth
the required provisions of West Virginia Code 33-38-4, ; .

Guy Carpenter is to provide the Company with an audited statement of Guy Cearpenter's {lnanclal
. conditlon prepared by @ cerlified public acpountant. The Compalty hag not requested an audited
slatement for the yeals under oxamination. As in accordance With West Virginia Code 33-38-6(c),

Itis recommended that the Company gnnuglly obtain a copy of -statements of the flnancial
sonditiop of tha reinsurance intormedlary-broker with which it transacts business. See page 156

for finding.



ACGOUNTS AND RECORDS

The Company malntains it books and racords at Its home office In Baker, West Virginla. Almost
all of the buslness transactions are by mall. Cash recelpts ang omsh disbursements are
maintained through QuickBooks accounting softwara and a general ledger is gangrated from fhis,
Tha Company’s accounting and corporate reoords were malntalned in a mannar in which the
finanolal condition was readily verifiable. . -

The annual statements fiied with the West Virginta Insurance commissioner duting the period
under roview of this examination were not filed on the NAIC annual statement blank as required
by WV Code 33-4-14(g),-and such statements were not preparad In accordance with the NAIC's
instiuctions, of follow the accounting practices and procedures prescribed by the NAIC
accoupting practices and provedures manual, However, the Compaiy 16 flcansed onlyin West
Virglhla ahd because of the small size of the Company; the annual statements Were permilled by

the WVOIC.
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The siatements oNn the followlng pages present the financlal condition and operalions of the
Company for the perlod under examination, The amounts shown ot the balance sheet are those
dstermined by this oxamination, The foliowing fienclal stalements and sohedules Teflect the

financia! condifion of the Company and the results of operalions. for the years Indloated as

* ‘defermined by qxamlnalion. No adjustments wore raade as a result of this examination.

1



THE MUTUAL PRdTEGTIVE ASSOCIATION OF WEST VIRGINIA '
STATEMENT OF ASSETS, LIABILITIES AND SURPLUS TO POUGYHOhDERS
‘A8 OF DECEMBER 34, 2010 .

Sacilon w-Qualifled Assets Per
. y Compahy
Cash on hajwd, Deposited In bank $4,762,863
Book value of real estate lass snoumbranoes 33,067
Furniture, Fixiures, and autornoblies. 528
Cithar Assels 8.620
© Total 'Ledger hssefs (As per balance line on
Siatement of income and Disbursements} £36.00
. Dadust Assots Not Admiited
Furnllure, Fixtures and Automoblles 828
Total Not Assets Admitied - $1,836,640
Seg o 8
- Unearned premium reserne $138,376
* Accounts Payablo 1,042
Accrued Salaries, rent and ofher expenses due and 1,669
© acotued .
Losses Payable 376
Premium Refund Liabillty 2,000
Advance Premium 8,358
Ceded Insurance Payable
Total Liabllilies Mﬁ_ﬂ .
"Surplus to Polioyholders 88,72
Tolal Liablitles and Surplus to Polloyholders $1.836,640

12
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$1,702,863
33,057

828 - .

0,620 -

$1.836,068

528

$133,376" .
1,042
1,659

$O

376
2,000
83358_ i

g0y  $146.811
88,720

$1.806,640

.
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THE MUTUAL PROTECTIVE ASSOCIATION OF WEST VIRGINIA
STATEMENT OF. INCOME AND DISBURSEMENTS :
AS OF DECEMBER 24,2010

Per
Per Company, Adluﬂmgnts Exapinatioh

{edger Assels, Becember 31, 2009 $4,718,740 $1,718,740

premiums collected during current yeat

Loss: Refund on Premiums 362,070 362,070
Premiums for reinsurance caded {o other Companies (85.645) (89,648)
Net Pramium income ) 282,420 262,426
Logses Pald o518 9518
Less: Reinsyrance Recoverad 282 282
Net Losses Pald 0,287 8,237
Net Underwriting Gein 263,188 263,188
Expenses
Commisslons pald to agents $53,010 $63,010
Salarles 08,562 06,662
Director Fees 17 Add 17,441
payroll Taxes 6,838 5,838
Rents, including company's own ocoupancy 8,400 8,400
Profossional Fees 8,076 8,076
Adverlising 2,688 2,688
Liconsas, Dues, and Suhsoriptions 8,315 8,316
insurance : 16,542 158,642
Qlffico Expensa 9,200 9,200
Repalrs end Malntenancea 2,391 2,391
Daprectation ' 4,231 4,231
Telaphone & Utiltles 7,568 7,659
Other Operafing Expenses 2,808 2,808
Total Funds Disbirsed 242,950 242,960
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Other Incoms

Interest income

Rental incoms on Gompany Bullding
Other Income

‘Total other income

CHANGES IN UNRESTRIGTED NET A_SSETS

NET ASSETS, DEGEMBER 31, 2009
NET ASSE'}'S. DECEMBER 31, 2010

14

26,787
8,400
70178
104,366

114,804

1,575,335.
1,688,729

26,787
8,400
104,366

114,004

1,574,426 :
$1,668.729



SUMMRY OF EXAMINATION FINDINGS

PREVIOUS EXA N E B 20

1, twas recommended thata spacified dofiar amount ue estabilshed and voted on by the Board
1o raguire onlginal slghatures on checks issued on or above the siated amount and all agent
commisslon checks require original signatures of two officars, Recommendation was not

implemented. .

2. Areview of pald 10sses and loss adjustment expense showad losses Incurred In one ysarand = °
nol pald untll the followlng year, yet a liablllly was not recordad on the financial statements the
‘year of the logs. ltwas recotamendad that the Company comply with WV Code 33-7-5(b) by
astablishing-a reserve I the amount estimatad to be recessary to pay all of lis unpald losses
and assoclated unpald adjusting expenses incurred durlng the reporting year.

[t af:pears tito Company Ja complying with recommendation, but Is not congistent in
feporiing every year. : . .

3. As in accordance with West Virglnla Code 33-38-6(c}), Itis recomn{ended that the Compeny.
amually obtain a copy of staterents of the financtal conditlon of the relnsurance
mtermediary-broker with which It \ransacts business,

. Review of the records and _d!scusalon with Gompany persanne rovealed that the annual
financial condtlon of the brokarnmermedtary wera not requested. :

CURRENT EXAMINATION AS OF DECEMBER 21,2010

The following s a summary of the findings and recominendations made as @ resuit of this
exam!natlon..

1. As In accordance with West Virginia Code 33-38-6(c), it is recommended that the
Company annuaily obtaln a copy of statements of the financial conditlon of the
relnsurance intermedlary-broker with which It transacts business. . .

A, There was no evidenco In the- files thal thess statements were requosted each year
for tha perlod under examination or a disousslon of such statersents In the minutes.
When the report is recelved by the Compaty, the Board of Direclors ghould discuss
the raport and doouraent the disoussion Inthe hoard minutes,

2. Asin accordance with Woest Virginia Code 33-22-5(a) and (b}, concerning direciors,
and thelr eleciion, the Company did not comply with Its By-Laws.
* .~ A, Durng the examination and In discussfon with personnel thore Is no record In the
board minutes of the eleotion of offloers for the years 2009, 2010, and 2011,
B, During the examination and In disoussion wilh personnel there is ane director who Is
not a polloyholder of the Company. . . '
C. Durlng the examination and In dlsousslon with personnel there Is no record In the
board minutes of the appolniment of an Adjuster for the years 2006 through 2010,

13



3. Pald Losses )

A. The examination-of pald losses discovered not all olalms were adjusted for
depreciation whar compuling aotual cash value of the loss for payment, .Also, the
company's established dedustible amounts ware not applisd in all loss payments, -

. ItIs recommended the Company develop a forma) poltoy for the provedures o -
handle losses. This Claims Adminisiration Polloy also will nead fo be approved
by the Board of Directors. This poiley shoutd state the treatment of depreciated
cast of the property insured and the application of satablished deduotible
amounts. .

4. Fldelity Bond .

A, In reviewlng the coverage amount it was noted the Company ourrenily has
$25,000 In coverage. The suggest range whioh Is estabilshed by the Natlonal
Association of Insurance Commissioners’ Exatniner Handbook s a minlmum
amount of $50,000. Itis recommendad the Company Increase soverage of the
fidelity bond to $60,000.

6. Speoific Dollar Amount, :

A, itwas rocommended that a specified doliar amount be established and voted oh
by the Board to require orlginal signaturés on checks Issued on of above the
statad amount and all agent commission checks requlre original signatures of
two bfficers, It1s recommendsd the Company fraptement fhese changes to

Amprove thelr Internal control procedures.

LY

SURPLUS

The surplus to policyholders at' Decomber 31, 2010, as determined by this examination is
$1,688,729, which compares to $1,688,200 roported by the Company on {he annual statement,
. . The adjustment made to surplug Is immaterial and does not require amendment of the Company’'s

pridr fllings.
"GONCLUSION
The Examiner wishes to express his appréciation for the courteous coopetation and assistance

extendad to him by-the Chlef Opsrating Ofilcer and Bookkesper of the Company during the
course of this examination. )

Respaotiully submltted,

Walter P, Anderson
WV Offices of the Insurance Cominissloner
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State of West Virginia
County of Kanawha

EXAMINERS AFFIDAVIT AS TO STANDARDS AND PROCEDURES
* USED IN AN EXAMINATION

Walter P, Anderson, belng duly sworn, states as follows:

4. 1 have authorily to represent Wast Virginta In ihe examination of The Mutual Prolective
Assoolation of West Virginta.

2. Waest Virginla ls accrédltad uﬁder the Natlonal Assoclation of Insurance Commisslonsr

Flnancl'al Regulalion Accreditation Standards, .

3. [ have reviewed fhe examination work papers and examination report, and the examination of
Fhe Mutual Protective Assosiatlon of Waest Virginia was performed in a manner consistent with
the standards and procedures required by West Virginta.

The affiant says nothing further.

ey

Waller P, Andorson
Subsctibed and sworn-hoefore e by, Watker P Anderson’ ~_on
oA dayer_Apeil 2012, g
AN, - AN ESASOEE
£ 7 sl wma
Notary Pubilo ‘ SRR CoiAmemes
o ; Y oo e |
My commisslon explres Tune 20,2016 (Date)  Samaiommmmronmnnt, "‘"“,..?'.g:%'ﬂ |
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Clyde . Sea, Jr,, Presidant Brenda K. Pear, Sacretary/Treasurer SG ANNE@Ianman.Vica-Presldem
The Mustual Protective Association of West Viiginia

P.O.Boxb
Baker, Wesl Virginia 26801
{304) 8978566
FAX (304) 897-5002

April 30, 2012

Honorable Michael D, Riley, Commissioner
Office of the Insurance Commissioner
Financial Conditions Division

P.0. Box 50540

Charleston, WV 25305-0540

Re: Mutnual Protective Association of West Virginia
Report of Examination as of December 31, 2010

Dear Commissioner Riley:

At the outset, 1wish to eipréss the appréciation of our board xﬁe.nibers and einployee;s for
the courteous and helpful assistance of the representatives of your:office who conducted the
statutory audit. - . . : : . S

At a regular meeting of our Board of Directors on Friday, April 20,2012, the board
reviewed the audit including the findings and recommendations. This letter is intended to

respond to those matters within the thirty (30) days time limit as st forth in your transmittal
letter dated April 4,2012. | . '

The responses provided herein correspond numerically to the findings and
recommendations as they appear on pages 13 and 16, .

SUMMARY OF EXAMINATION FINDINGS
PREVIOUS EXAMINATIONS AS OF DECEMBER 31, 2005

1. At our next regular meeting, the board will establish & specified dollar amount {0
require original signatures of two officers on checks issued on or above the stated amount. As for
agent commission checks requiring original signatures of iwo officers, we ate considering direct
deposit payment to eliminate the two original signatures requirement. If direct deposits are not
utilized, we will strive-fo comply. by having two original signatues, - : -7 we T e

2. As for losses incurred in one year and not paid until the following year, we were under
the impression that since we atilize “cash” accounting our method of payments were cortect. We

E@EHWEN
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Honorable Michael D. Riley, Commissioner
Office of the Insurance Commissioner

April 30, 2012

Page 2

¢ . t

now realize that pending losses at the end of a year should be addressed by establishing a reserve
in an amount sufficient to pay unpaid losses during the following year, Since we have more than
adequate reserves correction of the problem and compliance with the referenced statute will be

followed in future years.

3, To comply with West Virginia Code §33-38-6(c), we will request statements of
financial condition of our reinsurance carrier annually upon rencwal of our reinsurance policy.

CURRENT EXAMINATION AS OF DECEMBER 31, 2010

1. As stated in 3 above, we will request statements of financial condition of our
reinsurance carrier annually upon renewal of our reinsurance policy and upon sreceipt of such
statements our board will review and note our discussions in the board minutes.

2. A, All board members specifically remember that officers were elected in 2009; 2010
and 2011 who were the exact same officers who prior to 2009 and remain the exact same officers
to date. At the meeting of Board of Directors on April 20, 2012, the minutes were reviewed and
the secretary was directed to cotrect the minutes to reflect the actions of the boatd.

B. The member of the board who did not have a policy with the company at the time of

the examination has since acquired a policy cotrecting the previous situatio.
C. All board members specifically remember that an adjustor was appointed for the

years 2006 through 2010, At the meeting of Board of Directors on April 20, 2012, the minutes
were reviewed and the secretary was directed {o correct the minutes to teflect the actions of the

board.

3. The failure of the company to correctly apply depreciation and deductibles to losses
paid has been inadvertent, The company will develop a formal pelicy for the procedures to
handle losses that will be approved by the Board of Directors. The policy shall state the correct
application of depreciation and deductibles to losses paid by the company.

4, The fidelity bond has been increased from $25,000 to $50,000 as recommended by the
audit,

5. The response to this recommendation is the same as the response to 1 above (Previous
Examination as of December 31, 2005) addressing the same subject matter.

Again, we are gtateful to WVOIC for its review of our company and the
recommendations that we believe will assist us in correcting past problems and improve overall

opetations.



Honorable Michael D. Riley, Commissioner
Office of the Insurance Commissioner

April 30, 2012

Page 3

Should you feel we have not been responsive to any matter contained within the audit
report or other communications or should you desire any further explanations on any of the
matters contained herein, please contact us.

c¢: Board of Directors



