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BEFORE THE INSURANCE COMMISSIONER
OF THE
COMMONWEALTH OF PENNSYLVANIA

IN RE: The Act of April 9, 1929, P.L. 177, No. 175, known as The
Administrative Code of 1929

L
AND NOW, this_gl8"  day of Maeed 2018, Christopher R. Monahan,

Deputy Insurance Commissioner, is hereby designated as the Commissioner’s duly
authorized representative for purposes of entering in and executing Consent Orders. This

delegation of authority shall continue in effect until otherwise terminated by a later Order

of the Insurance Commissioner.

Jessifa K. Altman
Insurance Commissioner




BEFORE THE INSURANCE COMMISSIONER
OF THE
COMMONWEALTH OF PENNSYLVANIA

IN RE: :  VIOLATIONS:

PRIVILEGE UNDERWRITERS : 40P.S. §323.4(b)

RECIPROCAL EXCHANGE :

44 South Broadway, Suite 301 : 40P.S. §§1171.5(a)4), 1171.5(a)(9)

White Plains, NY 10601 » o H171.5()(9)(31), 1171.5(a)(9)(i)
1 1171.5(a)9)(iv), 1171.5(2)(9N V)
and 1171.5(a)(11)

31 Pa. Code §59.6(6)
Respondent. :  Docket No. MC18-08-010

CONSENT ORDER

AND NOW, this 27 74 day of fYgvs #2018, this Order is hereby
issued by the Insurance Department of the Commonwealth of Pennsylvania pursuant to

the statutes cited above and in disposition of the matter captioned above.

1. Respondent hereby admits and acknowledges that it has received proper notice
of its rights to a formal administrative hearing pursuant to the Administrative Agency
Law, 2 Pa.C.S. §101, et seq., or other applicable law.

2. Respondent hereby waives all rights to a formal administrative hearing in this

matter, and agrees that this Consent Order shall have the full force and effect of an order



duly entered in accordance with the adjudicatory procedures set forth in the

Administrative Agency Law, supra, or other applicable law.

FINDINGS OF FACT

3. The Insurance Department finds true and correct each of the following Findings of

Fact:

(@) Respondent is Privilege Underwriters Reciprocal Exchange, and maintains its

address at 44 South Broadway, Suite 301, White Plains, NY 10601.

(b) A market conduct examination of Respondent was conducted by the Insurance
Department covering the experience period from January 1, 2016 through

December 31, 2016.

(¢) OnlJuly 9, 2018, the Insurance Department issued a Market Conduct

Examination Report to Respondent.

(d) A response to the Examination Report was provided by Respondent on

August 3, 2018.



(¢) The Market Conduct Examination of Respondent revealed violations of the

(i)

(ii)

(iif)

following:

40 P.S. §323.4(b), requires every company or person from whom information
is sought, its officers, directors and agents must provide to the examiners
timely, convenient and free access at all reasonable hours at its offices to all
books, records, accounts, papers, documents and any or all computer or other
recordings relating to the property, assets, business and affairs of the company

being examined;

40 P.S. §1171.5(a)(4), prohibits unfair methods of competition and unfair or
deceptive acts or practices by entering into any agreement to commit, or by
any concerted action committing, any act or boycott, coercion or intimidation
resulting in or tending to result in unreasonable restraint of, or monopoly in,

the business of insurance;

40 P.S. §1171.5(a)(9) Prohibits canceling any policy of insurance covering
owner-occupied private residential properties or personal property of
individuals that has been in force for sixty days or more or refusing to renew
any such policy unless the policy was obtained through material
misrepresentation, fraudulent statements, omissions or concealment of fact
material to the acceptance of the risk or to the hazard assumed by the

company; or there has been a substantial change or increase in hazard in the



(iv)

(v)

(vi)

(vii)

(viii)

risk assumed by the company subsequent to the date the policy was issued; or
there is a substantial increase in hazards insured against by reason of willful or
negligent acts or omissions by the insured; or the insured has failed to pay any

premium when due or for any other reasons approved by the Commissioner;

40 P.S. §1171.5(a)(9)(i), requires that a cancellation notice be approved as to

form by the Insurance Commissioner prior to use.

40 P.S. §1171.5(a)(9)(ii), prohibits any cancellation or refusal to renew to
become effective in a period of less than thirty days from the date of delivery

or mailing;

40 P.S. §1171.5(a)(9)(iv), requires that a cancellation notice shall advise the
insured of his right to request, in writing, within ten days of the receipt of the
notice of cancellation or intention not to renew that the Insurance

Commissioner review the action of the insurer;

40 P.S. §1171.5(a)(9)(v), requires that a cancellation notice shall advise the

insured of his possible eligibility for insurance under The PA Fair Plan Act;

40 P.S. §1171.5(a)(11), requires a company to maintain a complete record of

all the complaints it has received during the preceding four years;



(ix)

4,

31 Pa. Code §59.6(6), states that if the reason for cancellation is a substantial
change or increase in hazard, the insurer shall specify the changes or increased
hazards it relied on for its actions. If the reason is the failure to pay a

premium, the insurer shall specify the amount due, and the date when it was

due;

CONCLUSIONS OF LAW

In accord with the above Findings of Fact and applicable provisions of law, the

Insurance Department makes the following Conclusions of Law:

(a)

(b)

Respondent is subject to the jurisdiction of the Pennsylvania Insurance

Department,

Respondent’s violations of 40 P.S. §§1171.5(a)(4), 1171.5(a)(9)
1171.5@)(9)(i), 1171.5(a)(9)(ii), 1171.5¢a)(9)(iv), 1171.5(a}(9)(v) and
1171.5(a)(11) are punishable by the following, under Section 9 of the Unfair
Insurance Practices Act (40 P.S. §1171.9):

(i) cease and desist from engaging in the prohibited activity;

(i) suspension or revocation of the license(s) of Respondent.



(¢)  Inaddition to any penalties imposed by the Commissioner for Respondent’s
violations of 40 P.S. §§1171.5(a)(4), 1171.5(a)(9), 1171.5(a)(9)(i)
1171.5(2)(9)Gi), 1171.5(a)(9Xiv), 1171.5(a}(9)(v) and 1171.5(a)(11), the
Commissioner may, under (40 P.S. §§1171.10, 1171.11) file an action in
which the Commonwealth Court may impose the following civil penalties:

(1) for each method of competition, act or practice which the company knew
or should have known was in violation of the law, a penalty of not more
than five thousand dollars ($5,000.00);

(it) for each method of competition, act or practice which the company did
not know nor reasonably should have known was in violation of the law,

a penalty of not more than one thousand dollars ($1,000.00).

)
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5. Inaccord with the above Findings of Fact and Conclusions of Law, the

Insurance Department orders and Respondent consents to the following:

(a) Respondent shall cease and desist from engaging in the activities described

herein in the Findings of Fact and Conclusions of Law.

(b)  Respondent shall pay Twenty Five Thousand Dollars (25,000.00) in settlement

of all violations contained in the Report.



(c) Payment of this matter shall be made to the Commonwealth of Pennsylvania.
Payment should be directed to April Phelps, Insurance Department, Bureau of
Market Actions, 1227 Strawberry Square, Harrisburg, Pennsylvania 17120.

Payment must be made no later than thirty (30) days after the date of this Order.

(d)  Respondent shall file an affidavit stating under oath that it will provide each
of its directors, at the next scheduled directors meeting, a copy of the adopted
Report and related Orders. Such affidavit shall be submitted within thirty (30)

days of the date of this Order.

(e) Respondent shall comply with all recommendations contained in the attached

Report,

6. In the event the Insurance Department finds that there has been a breach of any of
the provisions of this Order, based upon the Findings of Fact and Conclusions of Law
contained herein may pursue any and all legal remedies available, including but not
limited to the following: The Insurance Department may enforce the provisions of this
Order in the Commonwealth Court of Pennsylvania or in any other court of law or equity
having jurisdiction; or the Department may enforce the provisions of this Order in an
administrative action pursuant to the Administrative Agency Law, supra, or other relevant

provision of Jaw.



7. Altemnatively, in the event the Insurance Department finds that there has been a
breach of any of the provisions of this Order, the Department may declare this Order to be
null and void and, thereupon, reopen the entire matter for appropriate action pursuant to

the Administrative Agency Law, supra, or other relevant provision of law.

8. In any such enforcement proceeding, Respondent may contest whether a breach of
the provisions of this Order has occurred but may not contest the Findings of Fact

and Conclusions of Law contained herein.

9. Respondent hereby expressly waives any relevant statute of limitations and

application of the doctrine of laches for purposes of any enforcement of this Order.

10. This Order constitutes the entire agreement of the parties with respect to the
matters referred to herein, and it may not be amended or modified except by an amended

order signed by all the parties hereto.

11. This Order shall be final upon execution by the Insurance Department. Only the
Insurance Commissioner or a duly authorized delegee is authorized to bind the Insurance

Department with respect to the settlement of the alleged violations of law contained



herein, and this Consent Order is not effective until executed by the Insurance

Commissioner or a duly authorized delegee.

BY:

PRIVILEGE UNDERWRITERS
RECIPROCAL EXCHANGE

Respondent /L/

President / Vice President

CHRISTOPHER R. MONATIA
Deputy Insurance Commissioner
Commonwealth of Pennsylvania



