BEFORE JAMES A. DODRILL, INSURANCE COMMISSIONER
OF THE STATE OF WEST VIRGINIA

In the Matter of:

WEST VIRGINIA INSURANCE COMPANY

Administrative Proceeding No. 20-MC-STAT-02006

FINDINGS OF FACT. CONCLUSIONS OF LAW AND ORDER ADOPTING
REPORT OF MARKET CONDUCT COMPLIANCE EXAMINATION.
ASSESSING PENALTY AND DIRECTING CORRECTIVE ACTION

NOW COMES, James A. Dodrill, Insurance Commissioner of the State of West Virginia
(hereinafter, “Commissioner”), who, after consideration of the Report of Market Conduct
Compliance Examination (hereinafter, the “Examination Report™) of West Virginia Insurance
Company for the examination period ending December 31, 2019, made the following findings of

fact and conclusions of law and order.

FINDINGS OF FACT

1. The market conduct examination was limited in scope focusing on standards
contained in the Market Regulation Handbook. The examination was conducted in accordance
with W. Va. Code §33-2-9(c) by examiners duly appointed by the Commissioner and covered the

period of January 1, 2015 through December 31, 2019.

2. On or about January 14, 2021, the examiner filed with the Commissioner, pursuant

to W. Va. Code §33-2-9, the Examination Report.



3. A true copy of the Examination Report was provided to West Virginia Insurance
Company and West Virginia Insurance Company was notified, pursuant to W.Va. Code §33-2-
9(j)(2), that it had ten (10) days after receipt of the Examination Report to file a submission or

rebuttal with the Commissioner.

4.  Asset forth in the Examination Report, the examination focused on the methods used
by West Virginia Insurance Company to manage its operations for each of the areas examined,
including whether and how West Virginia Insurance Company complies with West Virginia’s

statutory and regulatory law.

5.  The exam discovered instances where West Virginia Insurance Company was non-

compliant with West Virginia law.

6. The Commissioner reviewed the Examination Report and considered West Virginia
Insurance Company submissions prior to issuing these findings of fact, conclusions of law and

order.

CONCLUSIONS OF LAW

1. The Commissioner has jurisdiction over the subject matter and the parties to this

proceeding.

2.  This proceeding is conducted pursuant to and in accordance with W. Va. Code §33-

3. The Commissioner is charged with the responsibility of verifying West Virginia

Insurance Company’s continued compliance with West Virginia law.



4.  As detailed in the Examination Report, West Virginia Insurance Company failed to

comply with provisions of West Virginia law as follows:

e West Virginia Insurance Company did not comply with W.Va. Code §33-11-4(10) by
failing to maintain a complete record of all complaints it has received since the date of its

last examination.

e West Virginia Insurance Company did not comply with W.Va. Code §33-11-4(1)(a) by

misrepresenting to an insured the benefits in a policy.

e West Virginia Insurance Company did not comply with W.Va. Code §33-12-3(d) by
accepting business from an insurance producer who did not hold an appointment with the

company.

e West Virginia Insurance Company did not comply with W.Va. Code §§ 33-22-15(c) by not

providing adequate notice of a cancellation of a policy.

e West Virginia Insurance Company did not comply with W.Va. Code R. §114-14-6.7 by not

providing, in its notices of delay of an investigation, the reason additional time is needed.

e West Virginia Insurance Company did not comply with #.Va. Code R. §114-14-3 by not

maintaining copies of all necessary documents in its claim file.

5.  The Commissioner has determined that West Virginia Insurance Company should be

assessed a penalty and should file a corrective action plan to address the aforementioned violations.
ORDER

Pursuant to W.Va. Code §33-2-9()(3)(A), following the review of the Examination Report,
the examination work papers, and West Virginia Insurance Company’s response thereto, it is

ORDERED as follows:



1. The referenced and attached Examination Report is hereby ADOPTED and

APPROVED and by this reference, incorporated herein and made a part hereof;

2. West Virginia Insurance Company shall endeavor to comply with the

recommendations contained in the Examination Report;

3.  West Virginia Insurance Company shall continue to monitor its compliance with

applicable West Virginia law;

4. West Virginia Insurance Company shall specifically cure the violations and
deficiencies identified in the Examination Report so as to bring itself into compliance and
conformity with West Virginia law, as set forth hereinabove, to the extent such has not already

been completed and/or accomplished;

5. West Virginia Insurance Company shall file a Corrective Action Plan (CAP), subject
to the approval of the Commissioner, which said CAP shall detail West Virginia Insurance
Company’s changes to its procedures and/or internal policies to ensure compliance with West
Virginia law and shall further incorporate all recommendations of the Commissioner's examiners

and address all violations specifically cited in the Examination Report,

6. The CAP shall be submitted to the Commissioner for his approval within 30 days of

the date this order is entered;

7. West Virginia Insurance Company shall make reasonable changes to the CAP if and
as directed by the Commissioner within 30 days of its receipt of the Commissioner’s changes to,

or disapproval of, the CAP;

8.  West Virginia Insurance Company shall, within 90 days of its receipt of notice from

the Commissioner of his final approval thereof, implement the CAP; and
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9.  West Virginia Insurance Company shall pay an administrative penalty in the amount
of Two Thousand One Hundred Dollars ($2,100.00), which represents $100.00 for each of the 21
failures, for its non-compliance with West Virginia law as set forth hereinabove. The assessment
of said penalty is in lieu of any other regulatory penalty and it shall be remitted within 30 calendar

days of the date this order is entered.

Entered this ‘ S day of &K‘\ ,2021.

Insurance Cort ioner
State of West Virginia



REPORT OF LIMITED SCOPE EXAMINATION
OF
WEST VIRGINIA INSURANCE COMPANY
HARRISVILLE, WV

NAIC #11003

FOR THE PERIOD OF JANUARY 1, 2015 THROUGH DECEMBER 31, 2019




TABLE OF CONTENTS

FOBEWIORDY suxssusinsssinsssassssavessnss s oasaess s ovessm st s ssns o450 0055 s s 5558 s Ramssass 5 (o5 sswssss 4
BCOPE OF EXANIIINIA TTON syoscunomssmsonsnorseonmnsessomsssss s s s s s s s s s s 3
EXECUTIVE SUNINIATDY scmcsmmnnsmmnsmsss o s o s o s s s s s 6
A, COMPLAINT HANDLING .....ccooiiiiiiiiiiiiiiiieicii ettt 6
B. UNDERWRITING AND RATING.......ccociiiiiiiiiiiiiiiiiiitiniiccceie e 6
C. CLAIMS HANDLING ....oooiiiiiieieitcteeese sttt s 7
FACTUAL FINDINGS. ..ottt sne e ss e s s e sne e s 7
&, MARKET CONDUCT EXANINATTCOMN woommmsmmmn o smn o 5.5 e dastniksmmenmessisitias 7

L. COMPLAINT HANDILING: siscismsssnmsessmsss oo ssvamesesiss s s oy esssnsss s s 50055 108 4507 565885453 1068853 550 v seianss 7

2. UNDERWRITING AND RATING :ucmessssnsosossvnsssssrvoassssaismsssssss s s i asssss s sdessts saesmusaaess 8

3. CLAIMS HANDIIING scmmsmosvncusmmumsessnnss conssesomsmssomsm b s ey s v sy -5 s ss s rv e soms seisasne s 9
SUINVINT AR scsmnssnssnsasnns s mannassvsn nanos e s 5w 585005168005 0805 35 50003305 05 45 S8 F5 AR TSNS AH S AP 10
ALK N LEINOEINT o sonesmsssunsnnssaussonmmssssonssemssss s s s s e 10



January 14, 2021

Honorable James A. Dodrill
Commissioner
West Virginia Offices of the Insurance Commissioner

900 Pennsylvania Ave.
Charleston, West Virginia 25305-0540

Dear Commissioner Dodrill:

Pursuant to your instructions and in accordance with the provisions of Chapter 33, Article 2, Section 9,
of the West Virginia Code (§33-2-9 W. Va. Code) a limited scope Market Conduct Examination has
been made of the market conduct affairs of:

WEST VIRGINIA INSURANCE COMPANY
ROUTE 16 NORTH
HARRISVILLE, WV 26362

Herein referred to as the “Company”. The following report thereon is respectfully submitted.



FOREWORD

West Virginia Insurance Company (Company) was established in 1923 in Harrisville, WV. The founders
of the Company were comprised entirely of Ritchie County, West Virginia natives. The home office for
the Company was located in several locations in Harrisville until 1938, at which time the Board of
Directors approved the construction of a new office building at the corner of Spring and Main Streets in
Harrisville. The home office remained at that location until 1980 when the construction of the first phase
of the current building was completed and is located along Rt. 16, 1 mile north of Harrisville. The
Company is authorized to transact business as a farmers’ mutual fire insurance company under the

provisions of Article 22 of Chapter 33 of the West Virginia Code.

A tailored examination approach was developed using the guidance and standards of the 2019 NAIC
Market Regulation Handbook, (the Handbook) and the examination standards of the West Virginia
Offices of the Insurance Commissioner (WVOIC) and the State of West Virginia’s insurance laws,
regulations and bulletins (WV Code). All procedures were performed under the supervision of the

market conduct examination staff of the WVOIC.

The form of this examination report (Report) is a “Report by Exception,” as described in Chapter 19,
Section A of the Handbook.

RRC personnel participated in this Market Conduct Examination (Examination) in their capacity as
market conduct examiners. RRC provides no representations regarding questions of legal
interpretation or opinion. Determination of findings constituting violations or apparent violations is
the sole responsibility of the WVOIC. All statutory citations or any other legal interpretations
included herein are provided by the WVOIC. The Examiners relied upon records provided by the
Company for this Report.



SCOPE OF EXAMINATION

This limited scope Market Conduct Examination of the West Virginia Insurance Company was
authorized and conducted pursuant to the provisions of Chapter 33, Article 2, Section 9 of the West
Virginia Code. (§ 33-2-9 W. Va. Code)

The Examination period encompassed January 1, 2015 through December 31, 2019 (Period).

The scope of the market conduct examination included:
e Complaint Handling;
e Producer Licensing;
e Policyholder Services;
e  Underwriting and Rating and;

e (Claims Handling

This Report describes the scope of the Examination, the procedures performed in these operational

areas and findings as a result of those procedures.

To accomplish the objectives of the market conduct Examination, the Examiners reviewed the
Company’s underwriting guidelines and rating rules. The Examiners also randomly selected 10
complaints, five underwritten standard fire policies, five underwritten homeowners policies, five claims
closed with payment, five claims closed without payment, and the Company’s claims handling policies

and procedures in effect during the Period for compliance with the WV Code.

The WVOIC considers a “finding” to be a violation of the WV Code. An “observation” is defined as a
departure from an industry best practice or the Company’s own written procedures. The WVOIC
recommends that Company management evaluate any “finding” or “observation™ for applicability to
other jurisdictions. Upon identification of a “finding” or “observation”, the Examiners submitted a
Criticism to the Company allowing the Company to submit a response to the “finding” or “observation”
that was identified. All unacceptable or non-compliant practices may not have been discovered or
noted in this report. Failure to identify unacceptable or non-compliant business practices does not
constitute acceptance of such practices. When applicable, corrective actions should be taken in all

jurisdictions. The Company shall report to the WVOIC any such corrective actions taken.



EXECUTIVE SUMMARY

This summary of the Examination of the Company is intended to provide a high-level overview of the

Examination results highlighting where recommendations were made or required actions were noted.

The body of the Report provides details of the scope of the Examination, the examination approach,

review and test procedures conducted, findings and observations, recommendations and required

actions and, if applicable, subsequent Company actions. Company managerial and supervisory

personnel from each operational area should review the Report for results relating to their specific area.

The following is a summary of all findings and observations, along with related required actions and

recommendations and, if applicable, subsequent Company actions noted in this Examination. All West

Virginia laws, regulations and bulletins cited in this report may be viewed on the WVOIC’s website at:

https://www.wvinsurance.gov/Legal-Authority

A. COMPLAINT HANDLING

1.

W. Va. Code §33-11-4 (10)

Finding A.1: The Company did not comply with §33-11-4 (10) of the W. Va. Code in 10
instances when it did not record the disposition or time to process the complaint in the
Company’s complaint register.

B. UNDERWRITING AND RATING

1.

W. Va. Code §33-11-4 (1)(a)

Finding B.1: The Company’s actions of transferring a homeowners policies to a standard fire
policy did not comply with §33-11-4 (1)(a) of the W. Va. Code in one instance when it
transferred the homeowners policy to a standard fire policy without policy language allowing
such transfer and approval by the insured.

Finding B.2: The Company’s statement in the correspondence to the insured dated October
31, 2014 indicating “After 60 days, an agent will inspect the property and if the requested
work is not done the home owners policy will be transferred to a standard fire and lightning
policy automatically” did not comply with §33-11-4 (1)(a) of the W. Va. Code in one instance
as it mislead the insured that the Company could transfer their homeowners policy to a
standard fire policy.

Finding B.3: The Company’s statement in the notice of cancellation to the insured dated
January 15, 2015 indicating “This letter is to inform you that this policy has been transferred
to policy number 518974 did not comply with §33-11-4 (1)(a) of the W. Va. Code in one
instance as it mislead the insured that the Company could transfer their homeowners policy to
a standard fire policy without prior consent from the insured.
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2. W.Va. Code §33-12-3 (d)

Finding B.4: The Company’s completion of a “Policy Change Request” form transferring the
insured’s homeowners policy to a standard fire policy did not comply with §33-12-3 (d) of the
W. Va. Code in one instance as the form was signed by an agent who was not appointed at the
time the “Policy Change Request” form was executed.

W. Va. Code §33-22-15 (¢)

Finding B.5: The Company’s notice of cancellation to the insured for the homeowners policy
did not comply with §33-22-15 (c) of the W. Va. Code in one instance as the cancellation notice
provided one-day notice prior to the effective date of cancellation in lieu of the five-day notice
required by §33-22-15 (c).

C. CLAIMS HANDLING

1.

W. Va. Code §114-14-6.7

Finding C.1: The Company did not comply with §114-14-6.7 of the W. Va. Code in four
instances when delay notices sent to claimants for claims that were processed in excess of 45
days did not contain the reason additional time was needed for the claim investigation.

W. Va. Code §33-11A-15(a) and W. Va. Code §114-14-3

Finding C.2: The Company did not comply with §33-11A-15(a) and §114-14-3 of the W. Va.

Code in two instances as the claim file did not contain a copy of the claim denial notice that
was sent to the claimant.

FACTUAL FINDINGS

1. MARKET CONDUCT EXAMINATION

A. COMPLAINT HANDLING

1. W. Va. Code §33-11-4 (10). Unfair methods of competition and unfair or deceptive acts
or practices defined. - Failure to maintain complaint handling procedures. -- No insurer shall
fail to maintain a complete record of all the complaints, which it has received since the date of
its last examination under section nine, article two of this chapter. This record shall indicate
the total number of complaints, their classification by line of insurance, the nature of each
complaint, the disposition of these complaints, and the time it took to process each complaint.
For purposes of this subsection, "complaint" shall mean any written communication primarily
expressing a grievance.

Finding A.1: The Examiners found that in 10 of 10 sample complaint files during the
examination period (100% error rate), the Company did not comply with §33-11-4 (10) of
the W. Va. Code as it did not record the disposition or time to process the complaint in the
Company’s complaint register. When presented with the finding, the Company agreed
with the Examiners findings.
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