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Harrisburg, Pennsylvania
April 2, 2020 

Honorable Joseph DiMemmo, CPA 
Deputy Insurance Commissioner 
Commonwealth of Pennsylvania
Insurance Department 
Harrisburg, Pennsylvania

Dear Sir:

In accordance with instructions contained in Examination Warrant Number 18-00000-
30864-R1, dated August 14, 2018, an examination was made of 

Insurance Placement Facility of Pennsylvania, NAIC Code: 30864 

a Pennsylvania domiciled, single-state, property and casualty unincorporated, non-profit 
association of property insurance companies licensed in Pennsylvania, hereinafter referred to as 
the “Company” or “Pennsylvania FAIR Plan”. The examination was conducted at the 
Company’s home office, located at 190 N. Independence Hall West, Suite 301, Philadelphia, 
Pennsylvania 19106-1554. 

A report of this examination is hereby respectfully submitted. 

SCOPE OF EXAMINATION 

The Pennsylvania Insurance Department (“Department”) has performed an examination 
of the Company, which was last examined as of December 31, 2013.  This examination covered 
the five-year period from January 1, 2014 through December 31, 2018.   

Work programs employed in the performance of this examination were designed to 
comply with the standards promulgated by the Department and the National Association of 
Insurance Commissioners (“NAIC”) Financial Condition Examiners Handbook (“Handbook”). 

The Handbook requires that the Department plan and perform the examination to 
evaluate the financial condition, assess corporate governance, identify current and prospective 
risks of the Company, evaluate system controls and procedures used to mitigate those risks, and 
review subsequent events.  An examination also includes identifying and evaluating significant 
risks that could cause an insurer’s surplus to be materially misstated both currently and 
prospectively. 

All accounts and activities of the Company were considered in accordance with the risk-
focused examination process.  This may include assessing significant estimates made by 
management and evaluating management’s compliance with statutory accounting principles. 

The examination does not attest to the fair presentation of the financial statements 
included herein.  Statements were prepared by management and are therefore the responsibility 
of management.  If, during the course of the examination an adjustment is identified, the impact 
of such adjustment will be documented separately following the Company’s financial statements.
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This examination report includes significant findings of fact, in accordance with 40 P.S. § 
323.5(a), and general information about the Company and its financial condition. There may be 
other items identified during the examination that, due to their nature (e.g., subjective 
conclusions, proprietary information, etc.), are not included within the examination report but 
separately communicated to other regulators and/or the Company. 

For each year of the examination period, the certified public accounting firm of Mazars 
USA LLP (“CPA”), formerly known as WeiserMazars LLP, provided an unmodified audit 
opinion on the Company’s year-end financial statements based on statutory accounting 
principles.  Relevant work performed by the CPA, during its annual audit of the Company, was 
reviewed during the examination and incorporated into the examination workpapers. 

The following affiliated companies were examined at the same time during the above 
examination: 

Company State NAIC Code 

Insurance Placement Facility of Delaware DE NA 
West Virginia Essential Property Insurance Association WV NA 

HISTORY 

The Pennsylvania FAIR Plan was authorized and created pursuant to Act 233 of the 
General Assembly of Pennsylvania (“The Pennsylvania FAIR Plan Act”) on July 31, 1968, as 
provided in the federal Urban Property Insurance Protection and Reinsurance Act of 1968.  The 
Pennsylvania FAIR Plan was originally created to assure fair access to basic property insurance 
to residential and commercial property owners in urban areas that may be denied coverage 
through the normal insurance market and provide a reinsurance arrangement whereby the 
members of the Pennsylvania FAIR Plan shall share equitably the responsibility for insuring 
property in urban areas which are insurable but for which basic property insurance cannot be 
obtained through the normal insurance market.   

However, the Pennsylvania FAIR Plan makes basic property insurance available to all 
residential and commercial property owners located in the Commonwealth of Pennsylvania that 
are unable to obtain insurance from private insurance companies in the voluntary insurance 
market. 

The Pennsylvania FAIR Plan commenced business on October 28, 1968, as an 
unincorporated non-profit association of property insurance companies licensed in Pennsylvania.  
In May 1987, the Pennsylvania FAIR Plan started operating as an unincorporated not-for-profit 
association when the Company restated its Constitution and broadened its business purposes.   

The Pennsylvania FAIR Plan is currently authorized to transact those classes of insurance 
described in 40 P.S. § 1600.201: Property and Allied Lines; and Burglary and Theft.
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MANAGEMENT AND CONTROL 

SURPLUS REQUIREMENTS 

The Company does not have a minimum surplus requirement to conduct the business 
described above.  As of the examination date, December 31, 2018, the Company’s total reported 
surplus was ($2,312,740).   

The Company is a state-mandated underwriting pool in which all insurance companies 
authorized to write basic property insurance on a direct basis in the Commonwealth of 
Pennsylvania are required to participate in its writings, profits, losses, and expenses in proportion 
to premiums written pursuant to the provisions of The Pennsylvania FAIR Plan Act.  As such, 
the Company is authorized by the statute to levy regular and emergency assessments on these 
insurance companies to remedy any deficit at their discretion. 

MEMBERS OF THE ASSOCIATION 

The Members of the Pennsylvania FAIR Plan (“Members” or “Member Companies”) 
include all insurance companies authorized to write basic property insurance in the 
Commonwealth of Pennsylvania.  The Members are allowed to vote at their annual meeting held 
each year, as well as special meetings held on occasion.  Votes are allotted based on each 
Members’ proportionate share of premiums written in Pennsylvania to the total of all premiums 
written by the Members in Pennsylvania.  The voting percentage for each Member can change as 
the overall amount of premiums written by all Members and the amount of premiums written by 
the individual Members’ may change over time.  As of December 31, 2018, Erie Insurance 
Group and State Farm Insurance Companies were the only Members with individual voting 
rights exceeding 10.0% of the total votes. 

No dividends are declared or paid to the Members.  Instead, the Company closes 
individual operating years and settles Members’ accounts for those years by distributing a 
proportionate share of profits or losses to the Members according to their share of premiums 
written in Pennsylvania during the two preceding years.  The Members are individually assessed 
or paid to close out a particular policy year, recoup losses, or distribute profits.  As noted in the 
“Surplus Requirements” section, The Pennsylvania FAIR Plan Act gives the Company the 
authority to levy proportionate assessments on its Members to raise cash before individual years 
are closed.   

During the five-year examination period, the Company closed policy years 2012 and 
2013 for a total loss of $6,784,656 against policy years 2014, 2015, and 2016 for a net impact of 
zero.  Policy years 2014, 2015, and 2016 remained open.  All assessment transactions are 
reviewed and approved by the Board of Directors. 

INSURANCE HOLDING COMPANY SYSTEM 

The Company is not part of an insurance holding company system and is not subject to 
registration statement filings pursuant to Pennsylvania Insurance Company Law 40 P.S. § 
991.1404.  It is a stand-alone legislatively instituted entity.  However, the Company’s
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management and employees provide insurance administrative services for the Insurance 
Placement Facility of Delaware (“Delaware FAIR Plan”) and the West Virginia Essential 
Property Insurance Association (“West Virginia FAIR Plan”), thereby requiring each of these 
entities to be considered as related parties in accordance with the guidance included in paragraph 
3 of SSAP No. 25 – Affiliates and Other Related Parties.  

In addition, the Pennsylvania FAIR Plan, Delaware FAIR Plan, and the West Virginia
FAIR Plan share some of the same Member companies; however, they each have their own 
Board of Directors, and thus are not directed toward a common purpose or interest.  The 
Pennsylvania FAIR Plan administers the Delaware FAIR Plan and the West Virginia FAIR Plan 
under an Administrative Services Agreement which is described in the “Service and Operating 
Agreements” section below. 

BOARD OF DIRECTORS

Management of the Company is vested in its Board of Directors (“Board”), which was 
comprised of the following members as of the examination date, December 31, 2018: 

Name and Address Principal Occupation 

Nicole W. Ford, Chair PA Territorial Product Manager 
Malvern, Pennsylvania Allstate Insurance Company 

Susan A. Erney-Gleason ^ Director, Personal Lines  
Harleysville, Pennsylvania Nationwide Insurance Company

Daniel G. Harrington Claims Unit Manager  
Pittsburgh, Pennsylvania The Travelers Companies, Inc. 

Jennifer P. Koebe Vice President
Erie, Pennsylvania Erie Insurance Group 

Patricia A. Quinn  Underwriting Consultant  
Radnor, Pennsylvania  CNA Insurance Company 

E. Blaine Stanley Vice President & Counsel
Philadelphia, Pennsylvania  Chubb Group  

Marcia Thomas  Operations Manager  
Atlanta, Georgia  State Farm Insurance Companies 

^ Susan A. Erney-Gleason joined the Company in April 2019 as the Underwriting Manager. 

The Board is comprised of seven Member Companies.  All directors are elected in April 
at the annual meeting of the Members and serve a one-year term.  Member Companies elected to 
the Board designate representatives to act on their behalf at all meetings of the Board and are 
required to file the name of the designee with the President of the Company. 

The composition of the Board of the Delaware FAIR Plan is similar to the Board of the 
Pennsylvania FAIR Plan except that it is made up of eleven Member Companies, six of which 
also serve on the Pennsylvania FAIR Plan’s Board.  

The West Virginia FAIR Plan’s Board of Directors is made up of seven individuals 
appointed by the Commissioner and serve at the pleasure of Commissioner. The Board is 
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comprised of six individuals representing Member Companies and one individual representing 
the producers. 

The Company has a conflict of interest questionnaire and statement that each director, 
officer, and key employee is required to sign annually stating if they have any conflict of interest 
with the Company.  The examiner noted the Company is in compliance with its by-laws and no 
conflicts were noted during the examination period.       

It is recommended that the Company file a biographical affidavit for each director 
listed on the jurat page with all questions answered and each signature page signed and 
notarized pursuant to the requirements of 40 P.S. § 443(a)(1). 

COMMITTEES 

As of the examination date, December 31, 2018, the following committees were 
appointed by the Board and serving in accordance with the Company’s by-laws: 

Executive/Finance/Audit Committee Underwriting Committee 

Nicole W. Ford, Chair Susan A. Erney-Gleason 
Marcia Thomas Nicole Ford, Ex officio  
Patricia A. Quinn
 
Claims Committee Accounting/Investment Committee 

Daniel G. Harrington, Chair Thomas D. Sykes 
Frank Rotella Nicole Ford, Ex officio 
John Kirby
Nicole W. Ford, Ex officio 

The Executive/Finance/Audit Committee is a standing committee to the Board and must 
consist of three or more directors. It is the only committee to the Board that has been delegated 
the same executive authority of the Board, which may be exercised within the scope of its charter
and as required by applicable law or regulation.    

The Underwriting, Claims, and Accounting/Investment Committees are advisory 
committees to the Board.  They are not required to consist of a set number of persons and may 
include non-directors.  The advisory committees are empowered to make recommendations 
consistent with their area of specialization to the Board and may not exercise the authority of the 
Board.  

The Chairman to the Board serves as an ex-officio member of all committees. 

As indicated earlier in the “Board of Directors” section, the Company has interlocking 
directorates with its related parties since membership to the Board is by insurance company.  As 
a result, appointment of directors to a committee by the Board is by insurance company;
however, in certain instances, the representatives designated by the Members are different for 
each entity.  
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OFFICERS 

As of the examination date, December 31, 2018, the following officers were appointed 
and serving in accordance with the Company’s by-laws: 

Name Title

John M. Ogle President & Secretary

The following individuals were appointed by the President, in accordance with the 
powers provided in the by-laws, and serving in a managerial capacity at the Company as of the 
examination date, December 31, 2018:

Name Title

Paul Smolinsky Underwriting Manager
Patrick J. Murphy Claims Manager
RoseMarie McDonald Accounting Manager
Ricardo Pitti Information Systems Manager 
 

Paul Smolinksy and RoseMarie McDonald retired from their positions with the Company 
during 2019.  Susan A. Erney-Gleason and Joseph L. Budka, Jr. are their respective successors. 

It is recommended that the Company file a biographical affidavit for each officer listed 
on the jurat page with all questions answered and each signature page signed and notarized 
pursuant to the requirements of 40 P.S. § 443(a)(1).   

CORPORATE RECORDS 

MINUTES 

A compliance review of corporate minutes revealed the following:

The Annual Meetings of the Company’s Members were held in compliance with its by-
laws.

The Company’s Members elected directors at such meetings in compliance with the by-
laws.

The Company’s Members ratified the prior year’s actions of the officers and directors.

Quorums were present at all directors’ meetings.

The President is the only officer designated by the Company’s Constitution and is 
appointed by the Board annually. 

The Company’s investment transactions are approved annually by the Board.

All directors attend Board meetings regularly.

The Company’s Board minutes approve the reinsurance contracts.
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CONSTITUTION 

No changes or amendments were made to the Company’s Constitution during the 
examination period. 

BY-LAWS 

No changes or amendments were made to the Company’s by-laws during the examination 
period.

SERVICE AND OPERATING AGREEMENTS

The Company is party to various service and operating agreements, which includes
related-party agreements.  The following significant agreements were in place during the 
examination period:

Administrative Services Agreement 

The Company provides facilities, management, and administrative services for the 
Delaware FAIR Plan and the West Virginia FAIR Plan.  The Company has separate 
administrative services agreements with each FAIR Plan, which were first entered into on 
February 12, 1985, and July 22, 1986, respectively.   

During the examination period, the Board approved amendments to both of the 
administrative services agreements on December 6, 2016.  The agreements were revised with 
language that provides a better description of the computation utilized for the equitable 
distribution of expenses between the parties to the agreement, effective January 1, 2017.  The 
distribution of expenses is determined as follows:

 Direct expenses incurred for the benefit of a particular FAIR Plan will be charged
directly to the benefiting FAIR Plan 

 Unallocated claim costs will be divided among each FAIR Plan in the ratio in which 
the number of individual claims of each FAIR Plan bears to the total number of 
claims of all FAIR Plans 

 All other expenses will be apportioned among the FAIR Plans on a pro rata basis in 
which the total annual number of policies issued by all states are multiplied by the 
ratio of policies issued for each individual  

Other Agreements 

The Company has agreements with other companies to provide it with electronic data 
recovery, telecommunications, property claims adjustments and other services.  All of these 
agreements are cancellable by either party without significant notice or cost.  
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REINSURANCE 

The Company neither assumed nor ceded any written business during the examination 
period.  

TERRITORY AND PLAN OF OPERATION 

The Company is a state-mandated underwriting pool that operates in the state of
Pennsylvania.  As of the examination date, the Company offers fire insurance with extended 
coverage, Vandalism and Malicious Mischief and crime insurance to property owners and renters 
in every county within the Commonwealth of Pennsylvania.  Approximately fifty-five percent of 
the policies issued by the Company cover properties located in Philadelphia. 

The Company’s insurance policies are sold directly or through licensed property 
insurance agents or brokers.  Agents and brokers that submit an application on behalf of an 
applicant that results in a policy, receive a ten percent commission of gross premium and are 
considered representatives of the applicant or insured.  The Company does not have a contractual 
relationship with any agent or broker.  The applicant has two premium payment options, pay in 
full or use the Company’s premium installment plan.  Either option places the insurance 
coverage in force as of the date either payment is received or later date if so requested. There is 
no additional cost to use the installment plan.   

The Company’s policies are generally written on an Actual Cash Value basis.  Since 
2011, policies written on a Replacement Cost Value basis have been offered on certain properties 
subject to broader qualifying standards. 

Physical inspection of a property may be required by the Company after receipt of a new 
or renewal application to determine if the property meets the eligibility and insurability 
requirements of the Company.   

The number of policies issued annually has steadily declined from approximately 22,300 
in 2013 to 14,572 in 2018 with approximately equal decreases across all product lines.  The 
following table illustrates written premium by line of business as of December 31, 2018: 

 
Direct

and Assumed Ceded Net Written Percentage
Line of Business Premium Premium Premium of Total

December 31, 2018
Fire 4,554,629           0                       4,554,629           73.3%
Allied lines 1,651,829           0                       1,651,829           26.6%
Burglary and theft 8,896                 0                       8,896                 0.1%
Totals 6,215,354$         0$                     6,215,354$         100.0%



Insurance Placement Facility of Pennsylvania 

-9- 

SIGNIFICANT OPERATING RATIOS AND TRENDS 

The underwriting ratios summarized below are shown on an earned/incurred basis, and 
encompass the five-year period covered by this examination. 

The Company reported the following net underwriting, investment, and other gains or 
losses during the period under examination:

 

The Company experienced underwriting losses in the first three years of the examination 
period, due to the combined effect of declining premiums, written generally stable expenses, and 
significant weather-related losses.  In addition, net income was impacted by diminished 
investment income during these first three years.   

During the last two years of the examination period, despite the continual decline in 
premiums written, there was some improvement in underwriting income due to a fairly 
consistent decrease in the amount of losses incurred compared to the prior three years.  
Combined with the steady increase in investment income in 2017 and 2018, there was an 
improvement in net income. 

Additionally, policyholder surplus (“PHS”) was negative throughout the examination 
period.  However, there has been some improvement over the five-year period with an 
approximately twenty-five percent increase in PHS reported between 2017 and 2018.   

PENDING LITIGATION 

The Company was not involved in any pending litigation as of December 31, 2018. 

Amount Percentage
Premiums earned 37,893,924            100.0 %

Losses incurred 15,578,662            41.2 %
Loss expenses incurred 4,864,031              12.8 %
Other underwriting expenses incurred 21,118,887            55.7 %
Net underwriting gain or (loss) (3,667,656)             (9.7)%
Totals 37,893,924            100.0 %

2018 2017 2016 2015 2014

Admitted assets 6,277,762$         6,924,421$         7,397,080$         8,762,861$         10,014,784$       
Liabilities 8,590,502$         10,026,022$       12,372,212$       12,882,175$       11,311,699$       
Surplus as regards policyholders (2,312,740)$        (3,101,601)$        (4,975,132)$        (4,119,315)$        (1,296,915)$        
Gross premium written 6,215,354$         7,019,034$         7,391,907$         8,016,952$         8,063,083$         
Net premium written 6,215,354$         7,019,034$         7,391,907$         8,016,952$         8,063,083$         
Underwriting gain/(loss) 187,648$            317,143$            (1,672,647)$        (1,287,482)$        (1,212,318)$        
Investment gain/(loss) 89,186$             42,692$             6,036$               541$                  541$                  
Other gain/(loss) (2,993)$              (1,434)$              (6,321)$              (44,817)$            (3,065)$              
Net income 273,841$            358,401$            (1,672,932)$        (1,331,758)$        (1,214,842)$        
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FINANCIAL STATEMENTS 

The financial condition of the Company, as of December 31, 2018, and the results of its 
operations for the five-year period under examination, are reflected in the following statements*: 

Comparative Statement of Assets, Liabilities, Surplus and Other Funds; 
Comparative Statement of Income; 
Comparative Statement of Capital and Surplus; and
Comparative Statement of Cash Flow 

 

*Note:  Some financials shown in this report may contain immaterial differences to those 
reported in the Company's filed Annual Statements due to rounding errors.   
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Comparative Statement of Assets, Liabilities, Surplus and Other Funds 
As of December 31, 2018 

 

2018 2017 2016 2015 2014
Cash, cash equivalents, and short term investments 6,093,175$         6,837,058$         7,362,870$         8,614,775$         9,589,695$         
Subtotals, cash and invested assets 6,093,175           6,837,058           7,362,870           8,614,775           9,589,695           
Premiums and agents' balances due 49,885               48,806               2,287                 4,148                 5,001                 
Electronic data processing equipment and software 0                       0                       0                       0                       274,130             
Aggregate write-ins for other than invested assets 134,702             38,557               31,923               143,938             145,958             
Total 6,277,762$         6,924,421$         7,397,080$         8,762,861$         10,014,784$       

Losses 405,750$            524,511$            1,270,587$         1,040,726$         1,157,216$         
Loss adjustment expenses 137,459             131,067             285,488             198,376             214,134             
Other expenses 146,847             131,602             149,877             168,580             140,006             
Unearned premiums 3,071,806           3,554,320           3,760,793           4,081,220           4,100,271           
Advance premium 219,247             263,084             196,778             191,008             211,192             
Amounts withheld or retained by company for account of others 81,293               147,366             97,953               140,571             141,282             
Drafts outstanding 283,190             381,259             254,827             335,487             385,417             
Aggregate write-ins for liabilities 4,244,910           4,892,813           6,355,909           6,726,208           4,962,181           
Total liabilities 8,590,502           10,026,022         12,372,212         12,882,176         11,311,699         
Unassigned funds (surplus) (2,312,740)          (3,101,601)          (4,975,132)          (4,119,315)          (1,296,915)          
Surplus as regards policyholders (2,312,740)          (3,101,601)          (4,975,132)          (4,119,315)          (1,296,915)          
Totals 6,277,762$         6,924,421$         7,397,080$         8,762,861$         10,014,784$       
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Comparative Statement of Income 
For the Year Ended December 31, 2018 

 

Underwriting Income 2018 2017 2016 2015 2014
Premiums earned 6,697,868$         7,225,507$         7,712,334$         8,036,003$         8,222,212$         

Deductions:

   Losses incurred 2,042,107           1,841,713           3,723,767           3,724,343           4,246,732           

   Loss expenses incurred 978,895             707,576             1,166,618           962,421             1,048,521           
   Other underwriting expenses incurred 3,489,218           4,359,075           4,494,596           4,636,721           4,139,277           
Total underwriting deductions 6,510,220           6,908,364           9,384,981           9,323,485           9,434,530           

Net underwriting gain or (loss) 187,648             317,143             (1,672,647)          (1,287,482)          (1,212,318)          

Investment Income

Net investment income earned 89,186               42,692               6,036                 541                    541                    

Net investment gain or (loss) 89,186               42,692               6,036                 541                    541                    
Other Income

Net gain or (loss) from agents' or premium balances charged off (4,788)                (762)                   (5,621)                (2,354)                (1,744)                

Aggregate write-ins for miscellaneous income 1,795                 (672)                   (700)                   (42,463)              (1,321)                
Total other income (2,993)                (1,434)                (6,321)                (44,817)              (3,065)                
Net income before dividends to policyholders and

   before federal and foreign income taxes 273,841             358,401             (1,672,932)          (1,331,758)          (1,214,842)          

Net income 273,841$            358,401$            (1,672,932)$        (1,331,758)$        (1,214,842)$        



Insurance Placement Facility of Pennsylvania 

-13- 

Comparative Statement of Capital and Surplus 
For the Year Ended December 31, 2018 

 

2018 2017 2016 2015 2014
Surplus as regards policyholders,

   December 31, previous year (3,101,601)$        (4,975,132)$        (4,119,315)$        (1,296,915)$        1,252,743$         
Net income 273,841             358,401             (1,672,932)          (1,331,758)          (1,214,842)          
Change in nonadmitted assets 16,407               41,971               147,738             (352,032)            930,866             
Change in provision for reinsurance 0                       0                       1                       0                       0                       
Aggregate write-ins for gains and losses in surplus 498,613             1,473,159           669,376             (1,138,610)          (2,265,682)          
Change in surplus as regards policyholder for the year 788,861             1,873,531           (855,817)            (2,822,400)          (2,549,658)          

Surplus as regards policyholders,

   December 31, current year (2,312,740)$        (3,101,601)$        (4,975,132)$        (4,119,315)$        (1,296,915)$        
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Comparative Statement of Cash Flow 
For the Year Ended December 31, 2018 

 

2018 2017 2016 2015 2014
Cash from Operations

Premiums collected net of reinsurance 6,171,888$         7,030,089$         7,409,154$         7,990,517$         8,049,372$         
Net investment income 89,186               42,692               6,036                 541                    541                    
Miscellaneous income (2,993)                (1,434)                (6,321)                (44,817)              (3,065)                
Total income 6,258,081           7,071,347           7,408,869           7,946,241           8,046,848           
Benefit and loss related payments 2,160,868           2,587,789           3,493,906           3,840,833           3,853,625           

Commissions, expenses paid and aggregate write-ins for deductions 4,446,476           5,239,347           5,592,805           5,586,326           5,065,142           

Total deductions 6,607,344           7,827,136           9,086,711           9,427,159           8,918,767           

Net cash from operations (349,263)            (755,789)            (1,677,842)          (1,480,918)          (871,919)            

Cash from Financing and Miscellaneous Services

Other cash provided (applied):
   Other cash provided or (applied) (394,620)            229,977             425,936             505,998             (164,976)            

Net cash from financing and miscellaneous sources (394,620)            229,977             425,936             505,998             (164,976)            

Reconciliation of cash and short-term investments:

Net change in cash and short-term investments (743,883)            (525,812)            (1,251,905)          (974,920)            (1,036,896)          
Cash and short-term investments:
   Beginning of the year 6,837,058           7,362,870           8,614,775           9,589,695           10,626,591         

   End of the year 6,093,175$         6,837,058$         7,362,870$         8,614,775$         9,589,695$         
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SUMMARY OF EXAMINATION CHANGES 

There were no examination changes to the preceding financial statements as filed with 
regulatory authorities over the review period. 

NOTES TO FINANCIAL STATEMENTS 

ASSETS 

INVESTMENTS 

As of December 31, 2018, the Company’s invested assets were distributed as follows:

The Company’s investment portfolio is comprised of cash and a highly liquid money 
market mutual fund consisting of investments with an average maturity of less than three 
months.   

The Company has a written investment policy as required by 40 P.S. § 653b(b). The 
investment policy is very conservative to direct the prudent management of investment assets
with the primary purpose of preserving capital and maintaining the liquidity of assets.  The 
investment policy is reviewed and approved on an annual basis by the Board.  The Company was 
following its investment policy at December 31, 2018. 

LIABILITIES 

LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES 

The Company reported net reserves in the amount of $405,750 for losses and $137,459 
for loss adjustment expenses (“LAE”) on the December 31, 2018 Annual Statement. These 
amounts were developed internally, without actuarial support.  Case reserves are set up on a 
claim basis, and the provision for Incurred but Not Reported (“IBNR”) reserves is computed on a 
formula basis. 

For each year during the examination period, the Company was exempt from the 
requirement to file a Statement of Actuarial Opinion on the adequacy of its loss reserves as 
provided in the NAIC Annual Statement Instructions – Property and Casualty.  This exemption 
was granted annually to the Company in correspondence received from the Department.

The Department’s examination team and the CPA reviewed the Company’s data 
compilation controls and tested samples of the data.  Discussions held with the Company’s 
claims personnel and a review of the data resulted in the examination team’s conclusion that the 

Amount Percentage
Cash 1,039,177              17.1 %
Cash equivalents 5,053,998              82.9 %
Totals 6,093,175              100.0 %
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Company’s reserving methodology had not changed substantially since the prior examination.
The examination team reviewed the CPA’s testing and evaluation of the reserves and performed 
additional procedures to gain additional comfort over the testing of reserves.  

Based on the procedures performed and the results obtained, the examination team 
obtained sufficient documentation to support the conclusion that the Company’s carried loss and 
LAE reserve amounts are reasonably stated as of December 31, 2018. 

SUBSEQUENT EVENTS  

CLOSE AND ASSESSMENT 

On September 10, 2019, the Board approved a cash call assessment.  The transaction 
closed policy years 2014, 2015, and 2016 for an approximate total loss of $4,938,073.  An 
assessment of $9,900,000 was levied for the policy years 2017, 2018, and 2019, which remain 
open.  As a result of the transaction, the Company’s total surplus consisted of $1,316,541 as of 
December 31, 2019.    

COVID-19 

The Department is monitoring the impact of the COVID-19 global pandemic. The 
Department recognizes that COVID-19 could have a significant financial and operational impact 
on all of its domestic insurers, including the Company.  As such, the Department will continue to 
monitor and share information with the Company as appropriate related to COVID-19 
developments.   

RECOMMENDATIONS 

PRIOR EXAMINATION 

There were no recommendations made in the prior examination report. 

CURRENT EXAMINATION 

As a result of the current examination, the following recommendations are being made:

1. It is recommended that the Company file a biographical affidavit for each director 
and officer listed on the jurat page with all questions answered and each signature 
page signed and notarized pursuant to the requirements of 40 P.S. § 443(a)(1). (See 
“Board of Directors” page 4 and “Officers” page 6)  
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CONCLUSION 

As a result of this examination, the financial condition of Insurance Placement Facility of 
Pennsylvania, as of December 31, 2018, was determined to be as follows: 

Since the previous examination, made as of December 31, 2013, the Company’s assets 
decreased by $4,638,827, its liabilities decreased by $1,073,344, and its surplus decreased by 
$3,565,483.  This examination was conducted by David Smith, CISA and Pamela Roberts, AFE 
with the latter in-charge. 

Respectfully,

Melissa L. Greiner 
Director  
Bureau of Financial Examinations 

David R. Evans, CFE 
Examination Manager 

Pamela E. Roberts, AFE 
Examiner-in-Charge 

The CFE designation has been conferred by an organization not affiliated with the federal or any state government.  However, the CFE designation is the only designation recognized by the 

NAIC for the purposes of directing statutory Association examinations of insurance companies.   

Amount Percentage

Admitted assets 6,277,762              100.0 %

Liabilities 8,590,502              136.8 %
Surplus as regards policyholders (2,312,740)             (36.8)%
Total liabilities and surplus 6,277,762              100.0 %

 
 

 


