


VERIFICATION

Having been duly sworn, I hereby verify that the statements made in the within
document are true and correct to the best of my knov :dge, information and belief. I understand
that false statements made herein are subject to the penalties of 18 Pa. C.S. §4903 (relating to

false swearing).

)0/
A e

" Karen A. Veronikis, Examiner-in-Charge

Sworn to and Subscribed :fore me

This b Dayof May ,2016
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BEFORE T! : INSURANCE COMMISSIONER
OF THE
COM! DNWEZ2 TH OF PENNSYLVANIA

IN RE: : VIOLA IONS:

USAA CASUALTY : 40 P.S. §323.4(b)

INSURANCE C' MPANY :

9800 Fredericksburg Road : 40P.S.§§991.2001, 991.2003(a)(8)&(10)
San Antonio, TX 78288 : 991.2006 and 991.2008(b)

40 P.S. §§1171.3, 1171.5(a)(4)
1171.5(2)(7)(ii), 1171.5(a)(9)
1171.5()(9)(ii), 1171.5(a)(9)(iv)

and 1171.5(a)(11)

40 P.S. §1184(a)&(h)

18 Pa. Code §4117(k)(1)

31 Pa. Code §§51.32(b), 51.61, 59.6(6)
69.12(a), 69.22(c), 69.42, 69.43, 69.52(a)
69.52(b), 69.52(e), 146.5(a), 146.5(d)
and146.6

75 Pa. C.S. §§1161(a)&(b)

1705(a)(1)&(4), 1716, 1738(d)(2)
1791.1(b), 1793(b), 1793(c) and 1799.3(f)

Respon nt. : Docket No. MC16-07-017

CON! NT ORDER

AND NOW, this day of , 2016, this Order is hereby
issued by the 1surance Department of the Commonwealth of Pennsylvania pursuant to

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



1. Respondent hereby admits and acknowledges that it has received proper notice
of its rights to a form: administrative hearing ursuant to the Administrative Agency

Law, 2 Pa.C.S. §101, et seq., or other applicable law.

2. Re ondent ereby waives all rights to a formal administrative hearing in this
matter, and agrees that this Consent O1 r shall have e full force and effect of an order
ily entered in accordance with the adjudicatory procedures set forth in the

Administrative Agency Law, supra, or other applicable law.

I YDINGS OF FACT

3. The Insurance Departmer finds true and correct each of the following Find gs of

Fact:

(a) Respondent is USAA Ca alty Insurance Company, and maintains its address at

9800 Fredericksburg Road, San Antonio, TX 78288.

(b) Ama etconduct examination of Respondent was conducted by the Insurance
Department covering the experience period from January 1, 2013 through

December 31, 2013.



(©)

(d)

(e)

)

(i)

On June 21, 2016, the Insurance Department issued a Market Conduct

Examination Report to Respondent.

A response to the Examination .eport was provided by Respondent on

July 22, 2016.

The Market Conduct Examination of Respon :nt revealed violations of the

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, p: ers, documents and any or all computer or other
recordings relati ;to e property, assets, business and affairs of the company

being examined;

40 P.S. §991.2001 defines “renewal” or “to renew” as to issue and deliver at
the end of an insurance policy period a policy which supersedes a policy
previously issued and delivered by the same insurer and which provi :s types
and mits of coverage at least equal to those contained in the policy being
superseded, or to issue and :liver a certificate or notice extending the term of
ap« cy beyond its pc cy period or term with types and limits of coverage at

least equal to those contained in the policy being extended: Provided,



(iii)

(iv)

)

(vi)

however, that any policy with a policy period or term of less than 12 months
or any period with no  xed expiration date shall for the purpose of this article
be considered as if written for successive policy periods or terms of

12 months;

40 P.S. §991.2003(a)(8)&(10) states that an insurer may not cancel or refuse
to write or renew a policy of automobile insurance for the following reasons:

marital status and lawful occupation (including military service);

40 P.S. §991.2006, re 1ires that cancellation by an insurer of a policy of
automobile insurance shall not be effective unless the insurer delivers or mails

to the insured a written notice of the cancellation;

40 P.S. §991.2008(b), requires any applicant for a policy who is refused such
olicy y an insurer shall be given a written notice of refusal to write y 1e
insurer. Such notice : all state the specific reason or reasons of the insurer for
refusal to write a policy for e applicant. Within 30 days of the receipt of
such reasons, the applicant may request in writing to the Commissioner at he

review the action of the insurer in refusing to write a policy for the aj licant;

40 P.S. §1171.3 states that a “renewal” or “to renew” is to issue and deliver at
the end of an insurance policy period a policy which supersedes a policy

reviously issued and delivered by the same insurer or affiliated insurance and




(vii)

(viii)

which rovides types and limits of coverage at least equal to those contained
in the policy being superseded, or to issue and deliver a certificate or notice
extending the ter1 of 1e pc cy beyond its policy period or term with types
and limits of coverage at least equal to those contained in the policy being
extended: Provided, however, That any policy with a policy period or term of
:ss than twelve (12) months or any perio with no fixed expiration date shall
for the purpose ¢ this article be considered as written for successive policy

eriods or terms of twelve (12) months;

40 P.S. §1171.5(a)(4), proh its unfair m« 10ds 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 intimi ition
resulting in or tending to result in unreasonable restraint of, or monopoly in,

the business of insurance;

40 P.S. §1171.5(a)(7)(i1) "Unfair methods of competition" and "unfair or
deceptive acts or practices” in the business of insurance means: ... Making or
permitting any ur 1ir discrimination between individuals of the same class and
of essentially the same hazard in the amount of premium, policy, fees or rates
charged for any policy or contract of insurance or in the benefits payable
thereunder, or in any of the terms or conditions of such contract, or in any

mai er whatever;



(ix) 40P.S. §1171.5(a)(9), prohibits canceling any policy of insurance covering
owner-occupied private residential properties or personal property of
in viduals 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
m erial to the acceptance of the risk or to the hazard assumed by the
company; or there has been a substantial « ange or increase in hazard in the
ri 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 wi ul 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)(ii), prohibits any cancellation or refusal to renew to
become effective ina eriod of :ss than thirty days from the date of delivery

orma ng;

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

Co1 nissioner review the action of the insurer;

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

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



(xiii)

(xiv)

(xv)

(xvi)

40 P.S. §1 R4(a)&(h), requires every insurer to file with the Insurance
Commissioner every manual of classifications, rules and rates, every rating
plan and every modification of any rating plan which it proposes to use in this
Commonwealth and prohibits an insurer from making or issuing a contract or

policy with rates other than those approved;

18 Pa. C.S. §41.. Kk)(), st: s any person who knowingly and with intent to
defraud any insurance company or other person files an application for
insurance or stateme  of claim containing any materially false information or
conceals for the purpose of misleading, 1 ormation concerning any fact
material thereto, commits a fraudulent insurance act, which is a crime and

subjects such person to criminal and civil penalties;

31 Pa. Code §51.32(b), states the source of any statistics used in an
advertisement shall be identified in the advertisement, if the failure to so
i :ntify would have the capacity or tendency to mislead purchasers or

prospective purchasers;

31 Pa. Code §51.61, states an advertisement for automobile liability or
physical damage insurance coverage shall not invite a prospective insured to
. ply for a quotation of premium rate which the company would charge for
such insurance unless if it is the company’s intent and actual practice to refuse

to render a quote to certain individuals or classes of indivi 1als for any reason,



(xvii)

(xviii)

the advertisement shall clearly and conspicuously disclose in prominent type,
“WE RESERVE THE RIGHT O REFUSE TO QUOTE ANY INDIVIDUAL
A PREMIUM RATE FOR HE INSURANCE ADVERTISED HEREIN,”
and o the application for such quotation immediately in bc 1 type or
contrasting color state, “Do you understand that the company reserves the
right refuse to give you a quotation for automobile insurance; Yes

No 77

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;

31 Pa. Code §69.12(a), states that acute care treatment and services for life-
threatening or1 zent injuries, and services for burn patients rendered by
providers during transport to and while at a trauma center or a burn facility,

all be paid at e usual and customary charge when the insured’s condition
meets the definition of urgent or life-threatening injury, based upon

information available at the time of the insured’s assessment;



(xix) 31 Pa. Code §69.22(c), re 1ires the insurer, when an insured’s

first-party limits have been exhausted, to provide notice to the provider

and the insured within 30 days of the receipt of the provider’s bill;

(xx) 31 Pa. Code §69.42, states an insurer shall make payments to providers in

(xx1)

accordance with the Medicare Program . applied in this Commonwealth by

e carrier and intermediaries. Care covered under the Medicare Program
shall be reimbursed at 110% of the Medicare payment or a different allowance
as may be determin  under §69.12(b). 1edicare co-insurance and

deductibles may not be excluded in payments made by the insurer;

31 Pa. Code §69.43, states an insurer shall pay the provider’s usual an
customary charge for services rendered when the charge is less than 110% of
the Medicare payment or a different allowance as may be determined under
§69.12(b). An insurer shall pay 80% of the provider’s usual and customary
charge rendered if no Medicare payment exists. In calculating the usual and
customary charge, an insurer may utilize the requested payment amount on the
provider’s bill for si vices or the data cc ected by the carrier or intermediaries
to the extent that the data is made available. An insurer shall provide a
complete explanation of the calculations made in computing its determination
of the amount payat :including whether the calculation is based on 110% of
the Medicare payment, 80% of the usual and customary charge or at a

different allowance termined by the Commissioner under §69.12(b). A bill



(xxii)

(xxii1)

(xxiv)

submitte by the provider delineating the services rendered and the
information from which a determination could be made by the insurer as to the
appropriate payment amount will not be construed as a demand for payment in

excess of the permissible yment amount;

31 Pa. Code §69.52(a), requires an insurer to refer a provider’s bill to a Peer
Review Organization only when circumstances or conditions relating to
medical and rehabil itive services provided cause a prudent person, f iliar
with Peer Review Organization procedures, standards and ractices, to believe
it necessary that a Peer Review Organization determine the reasonableness and
necessity of care, the appropriateness of the setting where the care is rendered,
and e appropriateness of the delivery of the care. The insurer shall notify a
provider, in writing, when referring bills for Peer Review Organization review

at the time of referr:

31 Pa. Code §69.52 ), requires an insurer to pay medical bills
for ¢ e that are not referr  to a Peer Review Organization within 30 days

after e insurer reci ’es sufficient documentation supporting the bill;

31 Pa. Code §69.52(e), requires an insurer to provide copies of the Peer

Review Organizatio s written analysis to the provider and the insured within

5 days of receipt;

10



(xxv)

31 Pa. Code §146.5(a), requires every insurer, upon receiving notification of a
claim, shall, wi in ) working days, acknowledge the receipt of such otice
unless payment is made v hin such period of time. If an acknowledgement is
made by means other than writing, an appropriate notation of such

acknowledgement shall be made in the claim file of the insurer and dated;

(xxvi) 31 Pa. Code §146.5(d), states that an insurer, upon receiving notification of a

claim, shall provide within ten working days necessary claim forms,
instructions an reasonable assistance so that first-party claimants can comply

with policy conditions and reasonable requirements of the insurer;

(xxvii) 31 Pa. Code §146.6, states that if an investigation cannot be completed within

(xxvi

(xx1x)

thirty (30) days, and every forty-five (4¢ days thereafter, the insurer shall
provide the claimant with a reasonable written explanation for the delay and

state when a decision on the claim may be expected;

75 Pa. C.S. §1161(a) & (b), states an insurer who owns, possesses or
transfers a vehicle l¢ ated or registered in the Commonwealth which qualifies
as a salvage vehicle shall make application to the Department for a certificate

of salvage for that vehicle;

75 Pa. C.S. §1705(a 1)&( 1, requires every insurer, prior to the issuance of a

private passenger motor v¢ icle liability insurance policy to provide each

11



(xxx)

applicant with e notice required by paragraph (1). A policy may not be
issued until the applicant has been provided an opportunity to elect a tort
option. The notice : all be a standardized form as adopted by the

Commissioner;

75 F C.S. §1716, states that benefits are overdue if not paid within

30 days after the insurer receives reasonable proof of the amount of benefits.
If reasonable proof is not supplied as to all benefits, the portion supported by
reasonable proof is overdue if not paid within 30 days after the proof is
received by the insurer. Overdue benefits shall bear interest at the rate of 12%
per annum from the date the benefits become due. In the event the insurer is
found to have acted in an unreasonable manner in refusing to pay the benefits
when due, the insur  shall pay, in addition to the benefits owed and the

interest thereon, a reasona e attorney fee based upon actual time expended;

(xxx1) 75 Pa. C.S. §1738(d)(2), states the named insured shall be informed that he

may exercise the waiver of stacked limits for underinsured motorist coverage

by signing written rejection forms;

(xxxii) 75 Pa. C.S. §1791.1 ), re 1ires an insurer to provide an insured with a notice

of the availability of two alternatives of full tort insurance and limited tort

insurance;

12



(xxxiii)75 Pa. C.S. §1793(b), requires the insurer to provide to the insured a copy of
their sur« arge disclosure plan. The insurer providing the surcharge
disclosure plan shall detail the provisions of the plan and the plan shall be
delivered to each insured by the insurer at least once annually. Additionally,
the surcharge information lan shall be given to each prospective insured at

the time application is ma : for motor vehicle insurance coverage;

(xxx1v)75 Pa .C.S. §1793(c), states when an insurer cancels a motor vehicle
insurance policy within the first 60 days of new business, ¢ insurer shall
within 30 days of canceling the policy ri 1rn to the insured all premiums paid
under the policy less any proration for the period the policy was in effect.
Premiums are overdue if not paid to the insured within 30 days after canceling
the policy. Overdue return premiums shall bear interest at the rate of 12% per

annum from the date the return premium became due;

(xxxv) 75 Pa. C.S. §1799.3(%), states if requested by the applicant, an agent for an
insurer shall submit an application for automobile insurance to the insurer or
provide the applicant written notice of the reasons for refusal to write on a

form supplied by the insurer and approved by the Commissioner.

13




¢ INCLUSIONS OF LAW

4. Inaccord with the above Findings of Fact and applicable provisions of law, the

Insurance Department makes the following Conclusions of Law:

(a) Respondent is subject to the jurisdiction of the Pennsylvania Insurance

Department.

(b) Violations of 40 P.S.§§991.2001, 991.2 3(a)(8)&(10), 991.2006 and
991.2008(b) (relating to motor vehicles) of 40 P.S. are punish: le by the
following, under Section 991.2013: Any individual or insurer who violates

any of the provisions of this article may be sentenced to pay a fine not to

exceed five thousand dollars ($5,000).

(¢)  Respondent’s violations of 40 P.S. §§1171.3, 1171.5(a)(4), 1171.5(a)(7)(ii),
1 71.5(a)(9), 1171.5(a)(9)(i1), 1171.5(a)(9)(iv) and 1171.5(a)(11) are
punishable by the following, under Section 9 of the Unfair Insurance Practices
Act (40 P.S. §1171.€
(1) cease and desist from engagir~ in the prohibited activity;

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

(d) In addition to any penalties imposed by the Commissioner for Respondent’s

violations of 40 P.S. §§1171.1 — 1171.5, the Commissioner may, under (40

14




(e)

()

P.S.§§1171.10, 1171.11) file an action ~ which the Commonwealth Court

may impose the following civil penalties:

(i) reachmetho ofce 1petition, 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);

(ii) 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,

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

Violations of Section 4 of the Casualty and Surety Rate Regulatory Act, No.
246 (40 P.S. §1184(a)&(h)) are punishable under Section 16 of the Act:
(i) imposition of a civil p. alty not to exceed $50 for each violation or not
more than $500 rea such willful violation;
(i) suspension of the license of any insurer which fails to comply with an
Order of the Commis: ner within the time limited by suc  Order, or any

extension thereof which the Commissioner may grant.

Respondent’s violations of 31 Pa. Code §§146.5(a), 146.5(d) and 146.6 are
punishable under Sections through 5 and Section 9 of the Ut ir Insurance
Practices Act (40 P.S. §§1171.1 — 1171.5 and 1171.9):

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

(i1) suspension or revocation of the license(s) of Respondent.

15



(2) In addition to any penalties imposed by the Commissioner for Respondent’s
violations of 40 .S. §§1171.1 — 1171.5, the Commissioner may, under (40
P.S. §§1171.10, 1171.11) file an action in which the Commonwealth Court
may npose the >l wing ivil penalties:

( for each m 10d 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 thous: d dollars ($5,000.00);

(i) for each m: 10d of competition, act or practice which the company did
not know nor reasonably should have known was in violation of the law,

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

ORDER

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 a | desist from engaging in the activities described

herein in e Findings of Fact and Conclusions of Law.

(b) Shov 1Respondent fail to exercise sufficient due diligence to ensure compliance

with 40 P.S. §323.4 inr ard to data integrity, Respondent shall be subject to a

16



(c)

$10,000 pen: y per violation, as well as any other sanctions or remedies as

provided for by law.

Respondent shall pay One Hundred Fifty Thousand Dollars ($150,000) to e
Pennsylvania Insurance Depar 1ent of which One Hundred Twenty Five
Thousan Dollars ($125,000) is in settlement of all violations identified during
the examination, and Twenty Five Thousand Dollars ($25,000) is for
reimbursement to the D« artment for costs and expenditure of resources

associated with the exam.

(d) Payment of this matter shall be made to the Commonwealth of Pennsylvania.

(e)

®

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.

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

days of the date of this Order.

Respondent shall comply with all recommendations contained in the attache

Report.

17



6. In the event the Insurance Department finds that there has been a breach of any of
the provisions of this Order, base upon the Findings of Fact and Conclusions of Law
contained herein may pursue ar and all legal reme es available, including but not
limited to the following: The Insurance Department may enforce the provisions of this
Orderin e Commonwealth Court of Pennsylvania or in any other court of law or equity
having juris ction; 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 law.

7. Alternatively, in the event 1e Insurance Department finds that there has been a
breach of any of the provisions o! 1is Order, the Department may declare this Order to be
null and void an thereupon, reopen the entire matter for appropriate action purst 1t to

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

8. In any such enforcement| >cee ng, Respondent may contest whether a breach of
1e provisions of this Order has occurred but may n« contest the Findings of Fact

and Conclusions of Law contained herein.

9. Respondent hereby expressly w ves any relevant statute of limitations and

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

18



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

order signed vy all the parties hereto.

11. This Order shall be final upon execution by the Insurance Department. O1 7 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 containe
herein, and this Consent Or r is not effective until executed by the Insurance

Commissioner or a duly authorized delegee.

BY: USAA CASUALTY INSURANCE COMPANY

h p QUUESURURSURL DRSNS

UCPUL_)’ 11IDULALIVT U ULLLLLTIDDIVILIIV T
Commonwealth of Pennsylvania
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the v ious types of violations identified during the examination and review

written summaries provided on the violations found.

The courtesy : d cooperation extended by the officers and employees of the

Company during the course of the examination is hereby acknowledged.

The following examiners participated in this examination and in preparation of

this Report.

Constance L. Arnold, MCM
Market Conduct Division Chief
Pennsy rania Insurance Department

Kelly Krakowski
Market Con 1ct Examiner
Pennsy vania Insurance Department

Karen Veronikis
Market Con 1ct Examiner
Pennsy vania Insurance Department

Joshua Taylor
Market Conduct Examiner Trainee
Pennsy vania Insurance Department

Lindsi Breach
Market Conduct xaminer Trainee
Penns) ania Insurance Department

Sean Betta
Market Con 1ct Examiner
AIG Services




1. SCOPE OF EXAMINATION

The Market Con 1ct Examination was conducted on USAA Casualty Insurance
Company, at its office located in S 1 Ar »nio, Texas. The examination was con icted
pursuant to Sections 903 and 904 ( ) P.S. §§323.3 and 323.4) of the Insurance
Department Act of 1921 and covered the experience period of January 1, 2013,
through December 2 | 2013, unless otherwise noted. The purpose of the examin ion
was to determine the Company’s compliance with Pennsylvania insurance laws and

regulations.

The examination focused on Company operations in e following areas:

1. Private Passenger Automobile
e Underwriting - Appropriate and timely notices of nonrenewal, midterm
cancellations, 60-day cancellations, and declinations.

e Rat - Proper use of all classification and rating plans and procedures.
2. Personal Property
e Underwriting - Appropriate and timely notices of nonrenewal, midterm

can: llations, 60-day cancellations, and declinations.

e Rating - Proper use ¢ all clas: 7cation and rating plans and procedures.

3. Claims

4. Forms

5. Advertising

6. Complaints




7. Producer Licensing

8. Data Integrity

9. MCAS Reporting
e Private Passenger Automobile

e Personal Prop: 'y













nderwriting Guidelines contain language indicating that it is in

1eir practice to require st porting business.




V. UNDERWRITING

A. Private F isenger Automobile

1. 60 ‘ay Cancellations

A 60-day cancellation is considered to be any policy, which was cancelled

within the first 60 days of the inception date of the policy.

The primary urpose of the review was to determine compliance with
Act 68, Section 2003 (40 P.S. §991.2003), which establishes conditions
under which action by e insurer is prohibited. These files were also
reviewed for compliance with Act 68, Section 2002(b)(3)

(40 P.S. §991.2002(b)(3)), which requires an insurer who cancels a policy
of automobile insurance in e first 60 days, to supply the insured with a

written statement of the reason for cancellation.

From the universe of 151 private passenger automobile policies that were
cancelled wi in the first 60 days of new business, 15 files were selected for
review. All 15 files requested were received and reviewed. The eight (8)
violations noted were based on eight (8) files, resulting in an error ratio of

53%.

The following findings were made:

2 Violations 75 Pa. C.S. § 793(c)
When an insurer cancels a motor vehicle insurance policy t
insurer shall, within 30 days of canceling the policy, return to
the insured all premiums paid under the policy less any

proration »Or the period the policy was in effect. Premiu s




are overdue if not paid to the insured within 30 days after
canceling the policy. Overdue return premiums sh:  bear
interest at the rate of 12% per annum from the date the return
premium became due. The Company failed to retur unearned
premium wit n 30 days of canceling the policy for the two
(2) violations noted. The refund amount for those

policyholders was $.99.

6 Violations 40 P.S. §323. b)
Re 1ires that every company or person from whom
information is sought must provide to the examiners timely,
convenient and free access 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. The six (6) violations
resulted in the failure to provide a cancellation notice within

the file.

The following concern was noted:

CONCERN: The Company is using the Pennsylvania Insurance
Department’s Philadelphia .egional Office contact information on
notices. The Philadel; ia Office is closed. The Company should use only
the following address and telephone number for all complaints, appeals,

notices of cancellation or refusal to renew requirements:

Pennsy /ania Insurance Department
Bureau of Consumer Services

1209 Strawberry Square




Harrisbu PA 17120
Toll Free Consumer Line: 1-877-881-6388
Fax: (717) 787-8585

2. Mid-term Cancellations

A mid-term cancellation is 1y p icy that terminates at any time other than

the normal twelve-month policy anniversary date.

The primary purpose of the :view was to determine compliance with

Act 68, Section 2003 (40 P.S. §991.2003), which establishes conditions
under which action by the insurer is prohibited, and Section 2006

(40 P.S. §991.2006), which estab hes the requirements which must be met

regarding the form and conditions of the cance¢ ation notice.

From tl universe of 4,531 ivate passenger automobile policies which
were cancelle during the e: erience period, 100 files were selectt  for
review. All 100 files requested were received and reviewed. The 16

violations noted were based on 16 files, resulti 1 in an error ratio of 16%.

The following findings were made:

13 Violc ons 40 P.S. §991.2006
40 P.S. §323.« 5)
Requires that cancellation by an insurer of a policy of
automobile ins ‘ance shall not be ¢ ‘ective unless the insurer
delivers or mails to the insured a written notice of the
cancellation. In addition, requires every company or person

from whom information is sought must provide to the
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examiners ti1 :ly, convenient and free access to all books,
records, accounts, ipers, documents and any or all computer
or other recordings relating to the property, assets, business
and affairs of the ¢ npany being examined. The 13
violations resulted from the Co1 »>any’s failure to provide a

cancellation 1 tice within the file.

3 Violations 40 P.S. $323.4(b)

Requires every company or person from whom information
sought must provide to the examiners timely, convenient an
free access 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. The three (3) violations resulted in the failure to
provide a cancellation notice, policy release form, or notes in

the file to  dicate that the insured requested cancellation.

The following concern was nc :d:

CONCEF [: The Company is using the Pennsylvania Insurance
Department’s Philadelphia Regional Office contact infc mation on
notices. The Philadelphia Office is closed. The Company should use only
the following address and telephone number for all complaints, appeals,

notices of cancellation or refusal to renew requirements:

Pennsylvania Insurance Department
Bureau of Consumer Services
12 9¢ -awberry Square
Harrisburg, PA 17120
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Toll Free Consumer Line: 1-877-881-6388
Fax: (71 ) 787-8585

3. Nonrenewals
A nonrenewal is considered to be any policy t it was not renewed, for a

specific reason, at the norm  tw¢ /e-month policy anniversary date.

The pu ose of the review was to determine compliance with

Act 68, Section 2003 (40 P.S. §991.2003), which establishes conditions
under which action by the insurer is prohibited, and Section 2006

(40 P.S. § 71.2006), which establishes the requirements which must be met

regarding the form and conc ions of the cancellation notice.

From the universe of 122 private passenger automobile olicies which were
nonrenewed during the experience period, 50 files were selected for review.
All 50 f :srequested were received and reviewed. Of e 50 files

reviewed, 49 were identified as nonrenewals and one (1) was identified as a
midterm cancellation file. The four (4) violations noted were based on four

(4) files, resulting in an error ratio of §%.

The following findings were made:

1 Violation 40 P.S. §991.20 (a)(10)
States that an insurer may not cancel or refuse to renew a
policy of automobile insurance for the following reason:
lawful occupati 1 (including military service). The Company
nonrenewed a member’s policy due to a family member’s

lack of milit vy service.
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3 Violations 40 P.S. §991.. 06
40P.S. §323.4(b)
Requires that cancellation by an insurer of a policy of
automobile insurance shall not be effective unless the insurer
delivers or mails to the insured a written notice of the
cancellatic . In addition, requires every company or person
from v om information is sought must provide to the
examiners timely, convenient and free access to all books,
records, accour ;, papers, documents and any or all computer
or other recordings relating to the property, assets, business
and affairs of t| company being examined. The three (3)
violations resul ~ from the Company’s fa ire to provide a

nonrenewal notice within the file.

The following concerns were noted:

CONCE N: The Company :usi zthe Pennsylvania Insurance
Departm¢ t’s Philadelphia Regional Office cont :t information on
notices. The Philadelphia Office is closed. The Company should use only
the following address and telephone number for all complaints, appeals,

rtices of cancellation or refusal to renew requirements:

Pennsylvania Insurance Department
Bureau of Consumer Services
1209 Strawberry Square
Harrisburg, PA 17120
Toll Free Consumer Line: 1-877-8¢ -6388
Fax: (717) 787-8585
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CONC RN: The Company is mailing nonrenewal notices w 1 variable
text that is unclear to the reader. The company should make sure all text is

aligned roperly for readability by the insured.

4. Declinations
A declination is any application that is received by the Company and was

declined to be written.

The primary purpose of the review was to determine compliance with
Act 68, Section 2003 (40 .S. §991.2003), which establishes conditions

under which action by the insurer is prohibited.

From the universe of six (6) declinations for private passenger auto
wsurance, ¢ six (6) files were selected for review. All six (6) files
requested were received a 1 reviewed. The eight (8) violations noted were

based on six (6) files, resulting in an error ratio of 100%.

he following findings were made:

4 Violations 40 P.S. $§991.2008(b)
Any apyp cant for a pc cy who is refused such policy by an
insurer shall be given a written notice of refusal to write by
the insurer. Such notice shall state the specific reason or
reasons of the insurer for refusal to write a policy for the
applicant. Within 30 days of the receipt of such reasons, the
applicant may re 1est in writing to the Insurance

Commissioner that he review the ac on of the insurer in
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refusing to w. e a policy for the applicant. The four (4)
violations noted were the result of the Company not rovidi

>

a specific reason for the refusal to write a policy.

2 Violations 40 P.S. §991.2008(t
Any applicant Hr a policy who is refused such pc cy by an
insurer shall be given a written notice of refusal to write by
the insurer. Such notice shall state the specific reason or
reasons of e surer for refusal to write a policy for the
applicant. Wit n 30 days of the receipt of such reasons, the
applicant may re 1est in writing to the Insurance
Commissioner that he review the :tion of the insurer in
refusing to write a p« cy for the applicant. The two (2)
violations noted were the result of the Company not providing

proper right of review information on the written notice.

2 Violations 75 Pa. C.S. §1799.3(f)
Ifrequested y e applicant, an agent for an insurer shall
submit an application for automobile insurance to the insurer
or provide the applicant written notice of the reasons for
refusal to write on a form supplied by the insurer and
approved by 1€ ’om issioner. The Company failed to
provide a refusal to write to the applicant on a form approved

by the Commissioner for the two (2) violations noted.

B. Personal Pr )Herty

1. " ™ay Cancellations

A 60-day ca :ellation is considered to be any policy, which was
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the date the pc cy was issued; or there is a substantial
increase in hazards sured 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. he Company failed to use a
valid cancellation notice for the one (1) violation noted. The
Company was using a single notice of cancellation to cancel
two separate policies that are not a package policy for non-

payment of remium.

6 Violations 40 P.S. §323.4(b)
Requires every company or person from whom information is
sought must provide to the examii rs timely, convenient and
free access 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. The six (6) violations resulted from the
Company’s failure to provide a cancellation notice, policy
release form, or notes in the file to 1dicate 1at the insured

requested cance ition.

The following concern was noted:

CONCERN: The Company is using the Penns) vania Insurance
Department’s Philadelphia Regional Office contact information on
notices. Thel iladel}; ia Office is closed. The Company should use only
the following address and tele] one number for i complaints, aj eals,

notices of cancellation or refusal to renew requirements:
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Pennsylvania Insurance Department
Bureau of Consumer Services
1209 Strawberry Square
Harrisburg, PA 17120
Toll Free Consumer Line: 1-877-881-6388
Fax: 717) 787-8585

2. Midterm Cancellations

A midte 1 cancellation is any policy termination that occurs at any time

other than the twelve-month pc cy anniversary date.

The primary purpose of the review as to determine personal lines

compliance with Act 205, Unfair Insurance Prar ces Act, Section 5(a)(9)
10 P.S. §1171.5(a)(9)] , whic est: lishes the conditions under which

cancellation of a policy is er issible along with the form requirements of

the cancellation notice.

From the universe of 3,513 property policies which were cancelled midterm
during the experience eriod, 100 files were selected for review. The
property files consisted of homeowners and tenant homeowners. All 100
files were received and reviewe  Of the 100 files reviewed, 72 files were
identified as midterm cancellations, 12 files were identified as 60-day
cancellations, 14 were identified as nonrenewals, and two (2) were
identified as flat cancellations. The 75 violations noted were based on 40

es, resu ng in an error ratio of 40%.

The following findings were ma :

17 Violations 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 :en in force for sixty days or more or
refusing to renew any such policy unless e policy was
obtained through material misrepresentation, fraudulent
statements, omissions or concealment of fact material to the
acceptance of 1 : risk or to the hazard assumed by the
company; or there has been a substantial change or increase
in hazard in the risk assumed by the company subsequent to
the date the olicy was issued; or there is a substantial
increase in azards insured against by reason of w ful 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. 1 e Company failed to use a
valid cancellation notice for the 17 violations noted. The
Company was using a single notice of cancellation to cancel
two separate po :ies that are not a package policy for non-

payment of premium.

1 Violation 40 P.S. §1171.5(a)(9)
Adjudication: D n/Allstate, P97-03-050 (1997)

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 1 less the policy was
obtained through material misrepresentation, fraudulent
statements, omissions or concealm« t of fac material to the
acceptance of the risk - to the hazard assumed by the

Company; or there has been a substantial change or increase
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in hazard in the risk assumed by e Company subsequent to
the date the policy was issued; or there is a substantial
increase in hazard insured against by reason of willful or
negligent acts or omissions by the insured; or the insured has
failed to pay any remium when due or for any other reasons
approved by the Commissioner. In addition, failure of the
insureds to respond to a letter and questionnaire from the
insurer, wit ut more, does not establish a substantial
increase in azard by reason of willful or negligent acts or
omissions, unless ins -er can also resent evidence of an
actual increase in hazard. The Co1 )sany failed to provide a
proper reason for cancellation due to an increase in hazard not

eing documented for the one (1) violation noted.

1 Violation 40 P.S. §1171.5(a)(9)(ii)

Adjudication: Pursell roschenhoppen Mutual, PH91-11-24

(1992)
Requires that a cancellation notice shall state the date, not less
than thirty days ter the date of d¢ very or mailing on which
such cancellatio or refusal to renew shall become effective.
In addition, when con uting the 30-day time period after the
date of mailing on which the termination shall become
effective, the first and 30" terminal day must be excluded.
The one (1) violation noted resulte from the Company not

providing the required thirty days’ notice of cancellation.

20 Violations 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
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of the notice of cancellation or intention not to renew that the
Insurance Commissioner review the action of the insurer. The
20 violations noted resulted from the Company failing to
advise the insu d of his right to request a review by the
Insurance Commissioner within ten days of the receipt of the
notice of cance 1ition specifically for the Property olicy

identified on the notice.

17 Violations 31 Pa. Code $59.6(6)
States that if the reason for cancellation is a substantial
change or increase in azard, the i surer 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 d: : when it was due. The
17 violations noted resulted from the Company’s failure to
identify the amount and date of premium due, specifically
for the Property policy, where the reason is non-payment of

premium.

19 Violations 40 P.S. $§323.4(b)
Requires every « mp: y or person from whom inform ion is
sought must provide to the examiners timely, convenient and
free access 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. The 19 violations resulted from the Company’s
failure to provide a cancellation notice, policy release form,
or notes in the file to indicate that the insured requested

cancellation.
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The following concern was 1 ted:

CONCtE N: The Company is using the Pennsy /ania Insurance
Department’s Philadelphia Regional Office contact information on
notices. he Philadelphia Office is closed. The Company should use only
the following address an telephone number for all complaints, appeals,

notices ¢ cancellation or refusal to renew requirements:

Pennsylvania Insurance Department
Burea of Consumer Services
1209 Strawberry Square
H: ‘isburg, A 17120
Toll Free Consumer Line: 1-877-881-6388
Fax: (717) 137-8585

3. Nonrenewals
A nonrenewal is considered to be any policy, wl :h was not renewed, for a

specific reason, at the nor1 1l twelve-month anniversary 1te.

The prim: y purpose of the review was to determined personal lines
compliance with Act 205, Unfair Insurance Prac es Act, Section 5(a)(9)
[40 P.S. § 171.5(a)(9)], which estat shes the conditions under whic
cancellation of a policy is ermissible along with the form requirements of

the nonrenewal notice.

From the universe of 185 property policies which were nonrenewed during
the experience period, 48 f s were selected for review. The property files

consisted of homeowners, tenant homeowners, inland marine, and dwelling
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fire owner occupied policies. All 48 files were received and reviewed. The

30 violatio i noted were based on 29 files, resulting in an error ratio of

60%.

The following findings were made:

1 Violation 40P.S. §1171.5(a)(9)

4 Violations

Prohibits cance 1g 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 e risk assumed by the company subsequent to
the date the olicy was issued; ort :re is a substantial
increase in haza s insured against by reason of willful or
negligent acts or omissions by the sured; or the insured has
failed to pay any premium when due or for any other reasons
approved by 1e 'ommissioner. The Company failed to use a
valid cancellation notice for the one (1) violation noted. The
Company was using a single nonrenewal notice to cancel two
separate olicies that are not a package policy for non-

payment of premium.

40P.S. §1171.5(a)(9)
Prohibits canceling any policy of insurance covering owner-

occupied private residential proper s or personal property of
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6 Violations

individuals 1at has been in force r sixty days or more or
refusing to renew any such policy unless the policy was
obtained throus 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 sub: 1ntial change or increase
in hazard in 1e sk assumed by the company subsequent to
the date the policy was issued; or ere is a substantial
increase in hazards insured against by reason of willfi 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. No cancellation or refusal to
renew by any p« son shall be effec ve unless a written notice
of cancellation or refusal to renew is received by the insured.
The Company failed to provide a nonrenewal notice fc the

four (4) violatio ; noted.

40P.S. §1171.5(a)(9)

Prohibits cancel g any policy of insurance covering owner-
occupie private residential properties or personal property of
individuals t 1t s been in force for sixty days or more or
refusing to renew any such policy unless the policy was

ot 1ined 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 1ere has been a subs 1tial change or increase
in hazard in the - 'k 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
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negligent acts or omissions by the insured; or the inst =d has
failed to pay any pre ium when due or for any other reasons
approved by the Commissioner. The Company failed to
provide a valid reason for nonrenewal for the six (6)

violations noted.

10 Violations 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 n« to renew that the
Insurance Commissioner review the action of the insurer. The
10 violations noted resulted from the Company failing to
advise the insured of s right to request a review by the
Insurance Comu1 ssioner within ten days of the receipt of the

nonrenewal notice.

1 Violation 31 Pa. Code §$59.6(6)
States that if the zason 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 1e 1ilure to pay a premium, the insurer shall
specify the amount due, and the date when it was due. The
one (1) violation noted resulted from the Company’s failure
to identify the amount and date of premium due, specifically
for the Property policy, where the reason is non-payment of

premium.

8 Violations 40 P.S. §323 b)
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Requires every company or person from whom information is
sought must provide ) the examiners timely, convenient and
free access to all ooks, 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. he eight (8) violations resulted from the
Company’s failure to provide a nonrenew: notice, policy
release >rm, or notes in the file to indicate that the insured

requested cance ation.

The following concerns were noted:

'ONCE N: The Company is using the Pennsylvania Insurance
Departmi  t’s Philadelphia Regional Office contact information on
notices. The Philadelphia Iffice is closed. The Company should use only
the following address and telephone number for all comy 1ints, appeals,

notices of cancellation or refusal to renew requirements:

Pennsylvania 1surance Department
Bureau of Consumer Services
1209 Strawberry Square
Harrisburg, PA 17120
Toll Free Consumer Line: 1-877-881-6388
Fax: (717) 787-8585

CONCERN: The Company is mailing nonrenewal notices with variable

text that is u ‘lear to the reader. The company should make sure all text is

. gned properly for readability by the insured.
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4. Declinations
A declination is any applicat nth isreceived by the Company and was

declined to be written.

The primary purpose of the review was to determine compliance with
Act 68, Section 2003 (40 P.S. §991.2003), which establishes conditions

under which action by the insurer is prohibited.
From the universe of 28 homeown: declinations, 10 files were selected for

review. All 10 files requested were received an reviewed. No violations

were noted.
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} _RATING

A. Private Passenger Autom« ile

1.

Mea-y Business
New business, for the purpose of this examination, is defined as policies

written for the first time by the Company during the experience period.

The primary purpose of the review was to measure compliance with The
‘asualty and Surety Rate Regulatory Act, Section 4(a) and (h)

(40 P.S. §1184(a), (h)), which requ :s every insurer to file with the
1surance Commissioner every manual of classifications, rules and rates,

every rating plan and every modification of any rating plan, whi¢ it

proposes to use in the Commonwealth. Also, no insurer shall m: e or issue

a contract or policy except in accordance with filings or rates, which are in

effect at the me. Files were also reviewed to determine compliance with

all provisions of the Motor Vehicle Financial Responsibility Law

(75 Pa. C.S. §§1701 — 1799.7) and Act 68, Section 2005(c)

(40 P.S. §991.2005(c)), which requires insurers to provide to insureds a
;tailed statement of the ¢ nj aents of a premium and shall specifically
show the amount of surcharge or other additional amount that is charged as

a result of a claim having been made under a policy of insurance, or as a

result of any other factors.

The Company uses an autc 1a d system to process and issue personal
automobile policies. In order to verify the automated system, several
policies were manually ratedt ensi :the computer had been programmed
correctly. )nce the computer programming had been verified, only the

input data needed to be verifie By reviewing base premiums, territory
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assignments, rating symbols, classifications and surcharge disclosures, the
examiners were able to determine compliance with the Company’s led

and approved rating plans.

Private Passenge xm Hile Rating — New Business without € rcharges

From the universe of 5,039 personal automobile policies identified as new
business without sur¢ arges by the ompany, 25 files were selected for
review. 125 policy files requested were received and reviewed. The
19,002 violations noted were based on the universe of 5,039 files, resulting

in an error ratio of 100%.

The following findings were made:

5,039 Violations 75 Pa. C.S §1791.1(b)
Requires an insurer to provide an insured a notice of the
availability of two alternatives of full tort insurance and
limited rt insurance described in section 1705(c) and (d).
The Company did provide the notice of tort options to the
insured at the time of application; however, the wording on

the notice was not verbatim.

5,039 Violations 75 Pa. C.S. §1793(b)
Requires the insurer to provide to the insured a copy of their
surcharge di  osure plan. The insurer providing the
surcharge disclosure plan shall detail the provisions of the
plan and the plan shall be delivered to each insured by the
insurer at least o :e annually. Additionally, the surcharge
information plan shall be given to each prospective insured at

the time applicat nis 1ade for motor vehicle insurance
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The following concern was noted:

CONClE N: The Company provides notice at :newal regarding collision
damage to rental vehicles and any limitations on such coverage. However,
the Department requires that s be printed on the first page of the renewal

policy, the declaration page.

Private Passenger Automobile Rating — New Business with Surcharges

From the universe of 1,1¢ person: automobile policies identified as new
usiness with surcharges y the Company, 25 files were selected for

review. All 25 policy filesre 1estt  were received and reviewed. The

4,297 violations noted were based on the universe of 1,141 files, resulting

in an err¢ ratio of 10 .

The following findings were made:

1 Violation 75 Pa. C.S. §1705(a)(1)&(4)
Requires evi / insurer, prior to the first issuance of a private
passenger motor vehicle liability insurance policy to provide
each applicant with the notice required by paragraph (1). A
policy may not! issi d until the applicant has been
provided an opportunity to elect a tort option. The Company
did not provide the sig ed limited tort option selection for the

one (1) violation noted.

1 Violation 75 Pa. C.S. §1738(d)(2)
The named insured shall be informed that he may exercise the
waiver of stacked limits for underinsured motorist coverage

by signing written rejection forms. 1 e Company did not
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no insurer shall i e or issue a co ract or policy except in
accordance with filings or rates, which are  effect at the
time of issue. The vic 1ition was the result “the policy being
issued with an improper territory v ich resulted in an

undercharge of $20.48.

1,006 Violations 40 P.S. $323.4(b)
Requires every company or person from whom inform ion is
sought must provide to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any or ¢ cc uter or other recordings relating to the
property, assets, siness and affairs of the company being
examined. The Company failed to retain phone sales
recordings which demonstrate and contain application 1d
sclosure information. Compliance could not be determined

for the violations note

1,006 Violations 40 P.S. $§323.4(b)
40P.S. §1184(a)é )

Requires every company or person from whom information is
sought must provi : to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any or ¢ computer or other recordings relating to the
property, assets, business and affairs of the company being
examined. In addition, every insurer shall file with the
Insurance Commissioner every manual of classifications,
rules and rates, every rating plan and every modification of

any rating plan, which it proposes to use in the
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Commonwealth. The Company failed to maintain record of

first policy issuance for the violations noted.

The following concern was noted:

CONCERN: The Company provides notice at renewal regarding collision
image to rental vehicles and any limitations on such coverage. However,
e Department requires that this be rinted on the first page of the renewal

policy, the declaration page.

. Rene~!~
A renewal is considered to be 1y pc cy, which was previously written by

e Comp 1y and renewe on the normal twelve-month anniversary date.

The purpose of the review was to measure compliance with

The Casualty and Surety Rate Regulatory Act, Section 4(a) and (h)

(40 P.S. §1184(a), (h)), which requires every insurer to file with the
Insurance Commissioner every manual of classifications, rules and rates,
every rating plan and every modification of any rating plan, which it
proposes to € in the Con 10nwealth. Also, no insurer : all make or issue
a contract or policy except 1accordance with filings or rates, which are in
effect at the time. Files we¢ :: ;0 reviewed to determine compliance with
Act 68 of 998, Section 2005(c) (40 P.S. §991.2005(c)), which requires
insurers to provide to  sureds a detailed statement of the components of a
premium and shall specifically show the amount of surcharge or other
additional amount that is charged as a result of a claim having been made

under a pc ¢y of insurance, or as a result of any her factors.

35










The following concern was noted:

CONCERN: The Company provides notice at renewal regarding collision
image to rental vehic s and any limitations on such coverage. However,
e Department requires tt :this be rinted ontl first page of the renewal

policy, the declaration page.

Private Passenger Automobile — Renewals with Surcharges

From the iverse of 6,372 private passenger automobile olicies idi tified
as renewals with surcharges, 25 les were selected for review. All 25
policy files requested were received and reviewed. The 19,116 violations
noted were based on the universe of 6,372 files, resulting in an error ratio of

100%.

The following findings were made:

6,372 Violations 40 P.S. §1171.5(a)(7)(ii)
States that “Unfair methods of competition” and “unfair or
deceptive acts or practices in the business of insurance means
making or permitting any unfair di rimination betwee
individuals of the same class and of essentially the same
hazard in the amount of premium, pc cy, fees, or rates
charged for any pc cy or contract of insurz :e. The
Company failed to ap] s a consistent standard for rating
renewal polic s, spec cally regarding the Company’s
inconsistent use “Motor Vehicle Reports across renewal

populations.
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6,372 Violations 75 Pa. C.S §1791.1(b)

Requires an surer to provide an insured a notice of the
availability of two alternatives of { 1 tort insurance and
limited tort insurance described in section 1705(c) and (d).
The Company did provide the notice of tort options to the
insured at the time of application; however, the wording on

e notice was not verbatim.

6,372 Violations 75 Pa. C.S. §1793(b)

Requires the insurer to provide to the insured a copy of their
surcharge disclosure plan. The ins er providing the
surcharge disclosure plan shall detail the provisions of the
plan and the plan shall be delivered to each insured by the
insurer at least once annually. Additionally, the surcharge
information lan shall e given to each pro. ective insured at
the time apy cation is made for m« >r vehicle insurance
coverage. 1 e Company iiled to include the number of
years that a surcharge will be in effect within the surcharge

disclosure plan 1 »vided to the ins1 zd.

The following concern was noted:

CONCERN: The Company provides notice at renewal regarding cc ision

damage to rental vehic :s and any limitations on such coverage. However,

the Department requires that this be printed on the first page of the renewal

policy, the declaration page.

B. Personal Pr¢

erty
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1. New Business

New business, for the urpose ¢ this examination, was defined as policies

written for the first tit : by the Company during the experience period.

The purpose of the review was to measure compliance with Act 246,
Sections 4(¢ and (h) (40 P.S. §1184), which require every insurer to file
with the I iurance Commissic er every manual of classifications, rules and
rates, every rating plan and every modification of any rating plan, which it
proposes to use in the Commonwealth. Also, no insurer shall make or issue
a contract or policy except in accordance with filings or rates, which are in

effect at the time.

Homeowner Rating - New Business Without Surcharges

From the universe of 2,444 homeowner policies written as new business
without surcharges during the experience period, 25 files were selected for
review. A 25 files selected were received and reviewed. The 4,770
violations noted were based on 2,385 files, resulting in an error ratio of

100%.

The following findings were made:

2,385 Violations 40 P.S. $323.4(b)
Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any or all computer or other recordings :lating to the
property, assets, business and affairs of the company being
examined. The Company failed to retain phone sales

recordings w ch demonstrate and contain : plication and
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disclost :i1 jrmatio Compliance could not be determined

r the violations noted.

2,385 Violations 40 P.S. $323.4(b)
40 P.S. §1184(a)&(h)

Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access t all books, records, accounts, papers, documents
and any or a ¢ 1puter or other recordings relating to the
property, assets, usiness and affairs of the company being
examined. In ad tion, every insurer shall file with the
Insurance Commissioner every manual of ¢ issifications,
rules an rates, every rating plan and every modification of
any rating plan, which it proposes to use in the
Commonwealth. The Company fa :d to maintain record of

first policy issuance for the violations noted.

The following concern was noted:

CONCERN: Homeowner policies are subject to a surch ge for losses.
Therefore, it is a concern that no surcharge disclosure plan is provided to
these policyhc lers. The disclosure plan should st: > what surcharge
percentage applies for aid losses as provided in the Company’s rate filing
and how long the surcharge w last. Notification of the surcharge
disclosure requirement was provided to all companies in an Important

Notice dated 9/18/1998.

] omeowner Rating - New Business With Surcharges
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The following findings w¢ : made:

2,031 Violations 40 P.S. $§323.4(b)
Requires eve y company or person from whom information is
sought must provide to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any r all computer or other recordings relating to the
property, assets, usiness and affairs of the company being
examined. T :Company failed to retain phone sales
recordings whic demonstrate and contain application and
disclosure information. Compliance could not be determined

for the violations noted.

2,031 Violations 40 P.S. $323.4(b)
40P.S. §11¢ ‘a@)&(h)

Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access 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. In addition, every insur« shall file with the
Insurance Commissioner every manual of classifications,
rules and rates, every rating plan and every modification of
any rating plan, which it proposes to use in the
Commonwe: h. The Company failed to maintain record of

first policy issua :e for the violations noted.

The following concern was noted:
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CONCE \N: Tenant omeowner policies are subject to a surcharge for
losses. Therefore, it is a concern that no surcharge disclosure plan is
provided to these policyholders. The disclosure plan should state what
surcharge percentage applies for paid losses as provided in the Company’s
rate filing and how long the surcharge will last. Notification of the
surcharge dis« jsure requirement was provided to all companies in an

Important Notice date 9, 8/1998.

Tenant Homeowner Rating - New Business With Surcharges

From the universe of 19 tenant homeowner policies written as new
business with surcharges 1ring the experience period, 10 files were
selected for review. 2 10 files selected were received and reviewed.
The 34 violations noted were ased on 17 files, resulting in an error

ratio of 100%

The following findings were made:

17 Violations 40 P.S. $323.4(
Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any or all computer or other recordings :lating to the
property, assets, business and affairs of the company being
examined. 1 e Company failed to retain phone sales
recordings which demonstrate and contain : plication and
disclosure in rmation. Compliance could not be determined

for the violations noted.
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noted were based on the universe of 21 files, resulting in an error ratio of

100%.

he following findings were 1 1de:

1 Violation 40 P.S. §1184(a) (h)
Requires every insurer to file wi  the Insurance
Commissioner every manual of classifications, rules and
rates, every rating plan and every 1 Hdification of any rating
plan, which it proposes to use in the Commonwealth. Also,
no insurer shall make or issue a contract or policy except in
accordance with filings or rates, which are in effect at the
time of issue. The Con any failed to apply the filed and
approve rates for the violation noted which resulted in an

overcharge of §. |.

21 Violations 40 P.S. §323.4(b)
Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any or all computer or other recordings :lating to the
property, assets, business and affairs of the company being
examined. 1 e Comp: vy failed to retain phone sales
recordings which demonstrate and contain : plication and
disclosure information. Compliance could not be determined

for the violat ns noted.

21 Violations 40 P.S. §323.4(b)
40 P.S. §1184(a)&(h)
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Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access to all books, records, ar  ounts, papers, documents
and any or a computer or other recordings relating to the
property, assets, usiness and affairs of the company being
examined. In ad tion, every insurer shall { : with the
Insurance Commissioner every manual of classifications,
rules and rates, every rating plan and every modification of
any rating plan, which it proposes to use in the

Commonwe: h. The Company fa :d to maintain record of

first policy issuance for the violations noted.

2. Renewals
A renewal is considered to e any policy, which was previously written by

e Company and renewed on the normal twelve-month anniversary date.

The purpose of the review was to determine compliance with Act 246,
Sections 4(a) and (h) ( ) P.S. §1184), which require every insurer to file
with the Insurance Commissioner every manual of classifications, rules and
rates, every rating plan and every modification of any rating plan which it
proposes to use in the Commonwealth. Also, no insurer : all make or issue
a contract or policy except in accordance with filings or rates which are in

effect at the time.

Homeowner Rating — Renewals Without Surc*~~ges

From the uniy © of 2,418 hc :owner policies 1ewed without
surcharges during the experience period, 25 files were selected for review.

All 25 files were received and reviewed.
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based on two (2) files, rest ing in an error ratio of 20%.

The following findings were made:

1 Violation 40 P.S. §1184a)&(h)
Requires every insurer to file with the Insurance
Commissioner every manual of classifications, rules and
rates, every rating plan and every modification of any rating
plan, wl h it proposes to use in the Commonwealth. Also,
no insurer shall make or issue a contract or policy except in
accordance with filings or rates, which are in effect at the
time of issue. The Con any failed to apply 1e filed and
approve rates for the iolation noted which resulted in an

overcha :zof$.

1 Violation 40 P.S. §323.4(b)
Requires every company or person ‘om whom information is
sought must provide to the examiners timely, convenient and
free access to all ooks, records, accounts, papers, documents
and any or all computer or other recordings relating to the
property, assets, business and affairs of the company being
examine The Company failed to maintain record of policy
information. Accurate rating could not be determined for the

violation noted due to missing original renewal declaration.

The following concern was noted:

CONCERN: Tenant homeowner policies are subject to a surcharge for

losses. Therefore, itis concern that no surcharge disclosure plan is
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provided to 1ese policyholders. The disclosure plan should state what
surcharge percentage applies for paid losses as provided in the Company’s
rate filing and how long tI  surcharge will last. Notification of the
surcharge disclosure requirement was provided to all cor H»anies in an

Important Notice dated 9/18/1998.

enant Homeowner Rating — :newals With Surcharges

From the universe of 236 tenant homeowner policies renewed with
surcharges during the experience period, 10 files were selected for review.
All 10 files were received and reviewed. The one (1) violation noted was

based on one (1) file, resulting in an error ratio of 10%.

The following finding was made:

1 Violation 40 P.S. §323.4(b)
Requires every company or person from whom information is
sought must provide to the examiners timely, convenient and
free access to all books, records, accounts, papers, documents
and any or ¢ computer or other recordings relating to the
property, assets, business and affairs of the company being
examine The Comp: vy failed to maintain record of policy
information. Accurate rating could not be determined for the

violation noted due to missing orig al renewal declaration.

The following concern was noted:

CONCERN: Tenant homeowner policies are subject to a surcharge for
losses. Therefore, it is a concern that no surcharge disclosure plan is

provided to these policyholders. The disclosure plan should state what
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surcharge ercentage )plies for paid losses as provided in the Comp: y’s
rate filing and how long the st :harge will last. Notification of the
surcharge disclosure requi ment was provided to all companies in an

Important Notice dated 9/18/1998.

Dwelling ire Owner Occupi¢ Rating - Renew: ;

From the universe of 30 dwelling fire owner occ )ied policies renewed
iring the experience period, 10 files were selected for review. All 10

files selected were receive and reviewed. No violations were noted.
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B. Automobile ompreher ve Claims
From the universe of 16,120 private passenger automobile comprehensive
claims reported during the experience period, 25 files were selected for
review. All 25 files selected were received and reviewed. Of the 25 files,
23 files were identifie as comprehensive claims, one (1) file was identified
as a total loss claim, and one (1) file was identified as a collision claim. No

violations were noted.

C. Automobile Collision Claims
From the universe of 8,374 private passenger automobile collision claims
reported during the experic ce period, 25 files were selected for review.
All 25 files selected were received and reviewed. The two (2) violations

noted were based on two (2) files, resulting in an errorra ) of 8%.

The following findings were made:

2 Violations 31 Pa. ( de §146.6
Every insurer shall co plete investigation of a claim within
30 days after notification of the claim, unless such
investigation cai ot reasonably be completed within 30 days,
and every 45 days thereafter, the insurer shall provide the
claimant with a reasonable written explanation for the delay
and state when a decision on the claim may e expecte The
Company did not provide timely status letters for the two (2)

claims noted.

D. Automobile 1l Loss Claims
From the universe of 1,446 private passenger automobile total loss claims

reported during the experience period, 50 files were selected for review. All
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50 files selected were received and reviewed. The one (1) violation noted

was based on one (1) e, rest ing in an error ratio of 2%.

The following finding was made:

1 Violation 75 Pa. C.S. §1161(a)&(b)
(a) Gen: 1l rule - Except as provided in Sections 1162 an
1 63,a :rson, including an insurer or self-insurer as defined
in Section 1 2 (relating to definitions), who owns, possesses
or transfers a vehicle located or registered in the
Commonwealth which qualifies as a salvage vehicle shall
make applic: on to the Department for a certificate of
salvage for at vehicle. (b) Application for certificate of
salvage. — An owner who transfers a vehicle to be destroyed
or dismantled, s: vaged or recycled shall assign the certificate
of title to the person to whom the vehicle is -ansferred.
Except as provided in Section 1163, the transferee shall
immedi: :ly present the assigned certificate of title to the
Department or an authorized agent of the Department with an
application for a certificate of salvi e upon a form furnished
and prescribed by the Department. An insurer as defined in
Section 1702 to which title to a vel :le is assigne upon
payment to e insured or claimant of the replacement value
of a vehicle shall be regarded as a transferee under this
subsection. 1 e Company failed to obtain salvage certificate
prior to issuing a claim check on an owner-retained vehicle

for the one ( ) violation noted.

The following concern was noted:

56






1 Violation

notifying the insured and provider 1at the first-party limits

have been exhausted.

31 Pa. Code $69.42

31 Pa. Code §69.43

An insurer shall make payments to providers in accordance
with the Medicare Program as app :d in this Commonwealth
by the carrier and intermediaries. Care covered under the
Medicare Progr: 1 shall be reimbursed at 1 1% of the
Medicare payment or a different allowance as may be
determined 1 der §69.12(b). Medicare co-insurance and
deductil =s may not be exc 1ded in payments made by the
insurer. Also, an insurer shall pay the provider’s usual an
customary charge for services rendered when the charge is
less than 110% of the Medicare payment or a different
allowance as may be determined under §69.12(b). An insurer
shall pay 80% of the provider’s usual and customary charge
rendered if no Medicare payment exists. In calculating the
usual an customary charge, an insurer may utilize the
requeste payment amount on the provider’s bill for services
or the di 1 collected by the carrier - intermediaries to the
extent that the data is made available. An insurer shall
provide a complete explanation of e calculations made in
computing its determination of the amount payable including
whether the calculation is based on 110% of the Medicare
payment, 80% of the usual and customary charge or at a
different allowance determined by e Commissioner un :r
§69.12(b). A bill submitted by the provider delineating the

services rendered and the information from which a
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of 12% per annum from the date the benefits become due. In
the ever the insurer is found to have acted in an unreasonable
manner in refusing to pay the benefits when due, the insurer
shall pay, in addition to the benefits owed and the interest
thereon, a reasonable attorney fee based upon actual time
expended. The Company did not pay interest on two (2)
claims that v re not paid within 30 days, resulting in

restitution of $8.34.

The following concern was noted:

CONCERN: The Compa - was using 75 Pa. C.S. §1822 on claims >rms.
The Company should use 18 Pa. C.S. §4117(k)(1) with verbatim wording

on all claims forms.

F. Automobile irst Party enefits Claims Referred to a PRO
From the universe of 60 automobile first party medical ¢! ms that were
referred to a eer review orgar ration by the Cor )any, 25 files were
selected for review. 2 25 files were received and reviewed. The
Company was also asked to provide a copy of all peer rev :w contracts in
place duri 3 the experience period. The nine (9) violations noted were

based on eight (8) files, resulting in an error ratio of 32%.

The following findings were made:

1 Violation 31 Pa. Code $69.52(a)
Requires an insurer to refer a provi :r’s bill toa PRO or
when circumstances or conditions relating to medical an

rehabilitative services provided cause a prudent person,
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familiar with PF ) procedures, standards and practices,
believe necessary that a PRO determine t : reasonableness
and necessity of care, the appropriateness of the setting where
the care ;rendered, and the appropriateness of the delivery of
the care. The insurer shall notify a provider, in writing, when
referring bills for PRO review at the time of referral. The
Company did not notify the provider, in writing, upon

referring bills to a PRO for the one (1) claim noted.

8 Violations 31 Pa. Code $§69.52(e)
Requires an insurer to rovide copies of the Peer Review
Organization’s written analysis to the provider and the
insured within 5 days of receipt. The Company did not
provide cc yc thel .O report to the provider and insured

within 5 days for the eight (8) violations noted.

G. Homeowners Claims
From the universe of 1,708 ho eowners claims reported during the
experience period, 30 claim files were selected for review. All 30 files

requested were received and reviewed. No violations were noted.

H. Tenant Homeowners Claims
From the universe of 293 tenant homeowners claims during the experience
period, 15 claim files were selected for review. All 15 files requested were
received and reviewed. The one (1) violation noted was based on one (1)

file, resulting in an error ratio of 7%.

The following finding was made:
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I Violation 31 Pa. Code §146.6
Every insurer shall complete inves zation of a claim wi in
30 days after notification of the claim, unless such
investigation cannot reasonably be ompleted within 30 days,
and every 45 days thereafter, the insurer shall provide e
claimant with a reasonable written explanation for the delay
and state when a decision on the claim may be expected. The
Company did not provide timely status letters for the claim

noted.

I. Dwelling Fii Owner Occupied Claims
From the 1iverse of three 3) dwel g fire owner occupied claims reported
during the experience period, all three (3) claim files were selected for
review. / three (3) es requested were received and reviewed. No

violations were noted.
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IX. ADVE TISING

The Company was requested to provide copies of all advertising, sales material
and internet advertisements in use during the experience period. The Company
provided 346 pieces of advertising which included brochures, direct mailers,
postcards, emails, and outbound « 1l scripts. Of the 346 pieces ¢ advertising, 50

pieces were reviewed. The Company website was also reviewed.

The purpose of this review was to determine compliance with Act 205, Section 5
(40 P.S. §1171.5), which defines unfair methods of con etition and unfair or
deceptive acts or practices in the business of insurance, as well as Title 31,

Pennsylvania Code, Section 51.2(c) and Section 51.61.

The following findings were made:

37 Violations 40 P.S. §991.2003(a)(5)
40 P.S. §991.2003(a)(10)
States that an insurer may not cancel or refuse to write or renew a
policy of automobile insurance for the following reasons: marital
status and lav 1l occt ation (including ilitary service). As noted
in the advertisement files and on the Company’s website, the
Company is refusing to write or renew a policy or cancelling a

policy due to a change in marital status, rank, or military status.

25 Violations 31 Pa. Code §51.61
/ advertisement >r automobile liability or physical damage
insurance coverage shall not invite a prospective 1sured to aj ly
for a quotation of premium rate which the company would charge

for such insurance unless if it is the company’s intent and actual
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practice to refuse to render a quote to certain individuals or classes
of individuals for any reason, the advertisement shall clearly and
conspicuously disclo: in prominent type, “WE RESERVE HE
RIGHT TOF FUSE TO QUOTE ANY INDIVIDUAL A

I EMIUM RATE FOR THE INSURANCE ADVERTISE]
HEREIN,” a1 on the application for such quotation immediately
in bold type ¢ contrasting color state, “Do you understand that the
company res¢ ’es the right to refuse to give you a quotation for
automobile insurance; Yes  No_ ?”. For the 25 violations noted,
the Company ffered to quote a premium rate, but did not disclose
that it is the ( mpany’s intent and actual practice to refuse to
render a quote to those individuals that are not eligible for

membership.

2 Violations 31 Pa. Code §51.32(b)
The source of any statistics used in an advertisement shall be
identified in the advertisement, if the failure to so identify would
have e capacity or tendency to mislead purchasers or prospective
r chasers. One (1) advertising file and the Company’s website

each failed to rov le a statistical source within the advertisement.
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10.

Commissioner, so that the violations noted in the Report do not occur in the

future.

The Company must review 40 P.S. §117 .5(a)(¢ to ensure that violations
regarding the requirements for nonrenewal and cancellation notices, as

noted in the Report, do not occur in the future.

The Company must review the requirements for advising the insured of
their right to request a review by the Commissio r within the speci :d

time frame requirements under 40 P.S. §1171.5(a)(9)(iv).

The Company must review 31 Pa. Code §59.6(6) to ensure that violations
regarding ancellation or refusal to renew due to failure to pay a premium,

as noted in the Report, do not occur in the future.

The Company must revise its underwriting procedures to ensure that each
applicant for private passenger automobile liability insur: ce is provide an
opportunity to elect a tort option and that signed tort option selection forms
are obtained and retained with the underwriting file. This is to ensure that
violations ote under 75 Pa. C.S. § 705(a)(1)&(4) do n¢ occur in the
future.

The Company must revise underwriting procedures to ensure that the
insured is aware that he may exercise the waiver of stacked limits for
underinsured motorist cove 1ge by signing written rejection forms. This is
toensure at e violi onnotedun :r 75 Pa. C.S. §1738(d)(2) does not

occur in the future.
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11.

12.

13.

14.

15.

16.

The Company must review 75 Pa. C.S. §1791.1(b) to ensure that the notice
of tort options provided to the insured at the time of application, and at

every renewal, is written verbatim.

The Company must review 75 Pa. C.S. §1793(b) to ensure that the
surcharge disclosure plan provided to the insured at the time of application
and at every renewal, includes the number of years that the surcharge will

be in effect.

The Company must review 40 P.S. §1171.5(a)(7)(ii) and take appropriate
measures to ensure that unfair discrimin: on, relating to the use of a

predictive mo :l when rating renewal policies, does not occur in the future.

The Company must reinforce ; internal data controls to ensure that all
phone sale recordings containing application and disclos1 : information are
maintaine in accordance with 40 P.S. §323.4, so that vic itions noted in

the Report do not occur in the future.

The Company must reinforce ; internal data controls to ensure that a
record of first policy issuance is maintained in accordance with 40 P.S.
§8323.4 a 11184(a)&(h), so that violations noted in the Report do not

occur in the future.

The Company must review 40 .S. §1184 and take appropriate measures to
ensure the rating violations listed in the report do not occur in the future.
The premium overcharges noted in this report must be refunded to the
insured and proof of such refunds must be provided to the Insurance

Department within 30 days of the report issue date.
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9800 Fredericksburg Road
San Antonio, Texas 78288

Kelly Krakowski July 22,2016
Chief. Property & Casualty Division

Pennsylvania Department of Insurance

1321 Strawberry Square

Harrisburg, Pennsylvania 17120

Reference:  USAA Casualty Insurance Company NAIC 25968

Dear Ms. Krakowski,

USAA Casualty Insurance Company a; reciates e opportunity to review and respond to the
Pennsylvania Insurance Department’s kExamination report dated June 21, 2016. As discussed
further below, the Company has taken immediate tion or is in the process of finalizing action
plans resulting from the Department’s recommendations. We appreciate the Department’s
assistance with the Company's ongoing work to achieve better compliance results and to address
any Department concerns. We trust that the Department recognizes our commitment to
compliance and consumer rotection.

Please find below our responses to the Department’s Recommendations:

1. The Company must review 40 P.S. §1171.3 to ensure that the violations relative to the reduction

of coverages, as noted in the Report, do not occur in the future.

Companyv Response:

The Company has reviewed the sta te and has made the necessary changes to its underwriting

guidelines to further ensure ongoing comj ance.

2

The Company must review 40 P.S. §1171.5(a)(4) to ensure that the violation relative to

supporting coverage noted in the Report does not occur in the future.




Company Response:

The Company has reviewed e statute and I made changes to its underwriting
guidelines to further ensure ongoing compliance.

The Company must rev v and revise internal control procedures to ensure compliance
with nonrenewal and canceliation notices requirements of 40 P.S. §§991.2001,
991.2003, 991.2006 and 991.2008, so that the violations noted in the Report do not

occur in the future.

Company Response:

The Company has reviewed the aj licable statutes and made modifications to the
related processes to further ensure ongoing compliance.

The Company must review the return of premiums of cancelled policies, which have
not been paid within 30 days. Unearned premium which has not been paid within 30
days shall bear interest at the rate of 12% per annum from the date the benefits
become due as required by 75 a. C.S. §1793(c). The uncarned premium and interest
amount must be paid to the insured and proof of such payment must be provided to

the Insurance Department within 30 days of the Report issue date.

Company Res—~—se:

The Company is aware of the return of premium requirements as set forth in 75 Pa.C.S
§1793(c). For any cancelled policies identified, the Company has rovided the
Department with proof of the payments with applicable interest.

The Company must review 75 a. C.S. ¢ 799.3(f) to ensure that a notice of refusal to
write is provided to the applicant on a fo 1 approved by the Commissioner. so that

the violations noted in the Report ) not occur in the future.

Company Response:

The Company has reviewed the ap; cable statute and will make necessary changes to
the applicable form, subject to the Department’s approval.




6. The Company must review 40 P.S. §1171.5(a)(9) to ensure that violations regarding
the requirements for nonrenewal and cancellation notices, as noted. in the Report, do

not occur in the future.

Company Response:

The Company has reviewed the applicable statute and has developed system solutions
to address the Department’s concern. The solutions have been communicated to the
Department. As reported, an interim solution was implemented on June 27, 2016 and
the Company will continue to provide updates to the Department until the final
solution is fully implemented.

7.  The Company must review the requirements for advising the insured of their right to
request a review by the Commissioner within the specified time frame requirements

under 40 P.S. §1171.5(a)(9)(iv).

Company esponse:

The Company has reviewed the applicable requirements and has developed system
solutions to address the Department’s concern. The solutions have been communicated
to the Department. As reported, an interim solution was implemented on June 27,
2016, and the Company will continue to provide updates to the Department until the
final solution is fully implemented.

8. The Company must review 31 Pa. Code §59.6(6) to ensure that violations regarding
cancellation or refusal to renew due to failure to pay a premium, as noted in the

Report, do not occur in the future.

Company Response:

The Company has reviewed the applical :requirements and has developed system
solutions to address the Departinent’s concern. The solutions have zen communicated
to the Department. As reported, an interim solution was implemented on June 27,
2016. and the Company will contin : to provide updates to the Department until the
final solution is fully implemented.

9.  The Company must revise its underwriting procedures to ensure that each applicant

for private passenger automobile liability insurance is provided an opportunity to




10.

1.

elect a tort option and that signed tort option selection forms are obtained and retained
with the underwriting file. his is to ensure that violations noted under 75 Pa. C.S.

§1705(a)(1)&(4) do not occur in the future.

C~~pany Response:

The Company as reviewed the applicable statute. and will take appropriate action to
ensure compliance.

The Company must revise underwriting procedures to ensure that the insured is aware
that he may exercise the waiver of stacked limits for underinsured motorist coverage
by signing written rejection forms. This is to ensure that the violation noted under 75

Pa. C.S. §1738(d)(2) does not occur int - future.

Company Response:

The Company has reviewed the applicable statute and will take appropriate action to
ensure compliance.

The Company must review 75 Pa. C.S. §1791.1(b) to ensure that the notice of tort
options provided to the insured at the ti e of application, and at every renewal, is
written verbatim.

Company Response:

The Company has reviewed the applicable statute and is in the process of updating the
notice of tort options form so that the content is written verbatim.

The Company must review 75 Pa. C.S. §1793(b) to ensure that the surcharge
disclosure plan provided to the insured at the time of application and at every

renewal, includes the number of years that the surcharge will be in effect.

Company Response:

The Company has reviewed the applicable statute and is in the process of updating the
form to include the number of years that = surcharge will be in« ‘ect.




13.

14.

The Company must review 40 P.S. §1171.5(a)(7)(ii) and take appropriate measures
to ensure that unfair discrimination, relating to the use of a predictive model when

rating renewal policies, does not occur in the future.

Companv Response:

The Company has reviewed the applicable statute. and will ensure compliance.

The Company must reinforce its intern: data controls to ensure that all phone s:
recordings containing application and disclosure information are maintained in
accordance with 40 P.S. §323.4, so that violations noted in the Report do not occur in

the future.

Company Response;:

Violations noted in the report surrounding the Company’s recordkeeping practices
should not be misconstrued as problems with procedures, violations of law or any
other consumer issue. The Company is committed to ensuring practices and procedures
adhere to all laws and regulations. In an effort to address the Department’s ongoing
concerns, the Company is wo ing with the Department to implement additional
record retention procedures. . 2 Company will continue to provide update to the
Department until the process is implemented

The Company must reinforce its internal data controls to ensure that a record of first
policy issuance is maintained in accordance v h 40 P.S.§323.4 and §1184 (a)&(h),

so that violations noted i the Report do not occur in the future.

Company .esponse:

Violations noted in the report surrounding the Company’s recordkeeping practices
should not be misconstrued as problems with procedures, violations of law or any
other consumer issue. The Company is committed to ensuring practices and procedures
adhere to all laws and regulations. In an effort to address the Department’s ongoing
concerns, the Company is working with the Department to implement additional
record retention procedures. The Company will continue to provide update to the
Department until the process is impleme: :d




16. The Company must review 40 P.S. §1 34 and take appropriate measures to ensure the
rating violations listed in the report do not occur in the future. The premium
overcharges noted in this report must be refunded to the insured and proof of such
refunds must be provide to the Insurance Department within 30 days of the report

issue date.

Cc=many Resr~—-e:

The Company has reviewed the applicable statute and a filing was submitted to the
Department that addresses the concerns noted and was approved with an effective date
of October 15, 2015. Ina lition, the Cor Hsany provided proof of the refund during the
examination.

17. The Company must review and revise internal control procedures to ensure
compliance with the claims handling requirements of 31 Pa. Code §146, so that the
violations relating to providing acknowl gements, claim acceptance or denials and

providing status letters, as noted in the Report, do not occur in the future.

Companyv :sponse:

The Company has reviewed the applicable regulation. The Company will continue to
monitor, and where appropriate, revise internal controls to further ensure compliance.

18. The Company must review Ti : 18, Pa. C.S. §4117(k) to ensure that violations
regarding the requirement of a fraud warning on all applications and claim forms, as

noted in the Report. do not occur in the future.

Company Response:

The Company has reviewed the applicable regulation and is making the necessary
system changes as required to comply with the requirement regarding the fraud
warning. The auto application ¢ inges have been approved by the Department.




19. The Company must review 31 Pa. Code §69.12(a) with its claim staff to ensure that

all trauma bills are being paid at the usual and customary charge.

Company .esponse:

The Company has reviewed the applicable regulation and will continue to ensure that
all bills are paid in accor ince with the law.

20. The Company must review 31 Pa. Code §69.22 with its claim staffto ensure that the

provider and insured are properly notified when first-party medical benefits have been
exhausted.

Company Response:

The Company has reviewed the applicable regulation with the appropriate claims staff.

21. The Company must review 31 Pa. Code §§69.42 and 69.43 with its claim staff to

ensure that provider bills are repriced for cost containment as required.

Companv Response:

The Company has reviewed the applicable regulation and will ensure compliance.

22. The Company must review 31 Pa. Code §69.52(a) with its claim staff to ensure that

providers are notified in writing v en referring bills for PRO review at the time of
referral.

Company Response:

The Company has reviewed the applicable regulation with appropriate claims staff.

23. The Company must review 31 Pa. Code §69.52(b) with its claim staft to ensure that
first party medical bills are paid within 30 days.

Companv Response:

The Company has reviewe the applicable regulation with the appropriate claims staff.




24.

25.

26.

27.

The Company must review 31 Pa. Code §69.52(e) with its claim staff to ensure that the

insured is provided a copy of a PRO ev. 1ation in a timely manner.

Company response:

The Company has reviewed the applicable regulation with the appropriate claims staff.
To further support that this communication has been effective Claims Staff will conduct
a review of PA claims for the third and fourth quarter of 2016.

The Company must review the first party medical claims, which have not been paid
within 30 days. Those « 1ims that have not been paid within 30 days shall bear
interest at the rate of 12% per annum from the date the benefits become due as
required by 75 Pa. C.S. §1716. The interest amount must be paid to the claimant and
proof of such payment must be provided to the Insurance Department within 30 days

of the Report issue date.

Company Response:

The Company has evaluated and paid the appropriate interest for the claims noted by
the Department. Supports of these payments were provided to the Department during
the exam.

The Company must review 75 Pa. C.S. §1161(a)&(b) with its claim staff to ensure
that Pennsylvania salvage certificates are obtained and are retained within the claim

file.

Company Response:

The Company has reviewed the applicable regulation with appropriate claims staff.

The Company must review 31 Pa. Code §5 1.32(b) and 51.61 to ensure that violations
relative to statistical sources and refusing to render a quote to individuals based on
eligibility requirements without proper disclosure in advertising, as noted in the

Report, do not occur in the future.




Company Response:

The Company has reviewed the applicable regulations. The advertisements that were
reviewed that led to cited violation are no longer in use.

28.  The Company must review 40 P.S. §1171.5(a)(11) to ensure that the violations

relative to complaint records noted in the Report does not occur in the future.

Company Response:

The Company has reviewed the aj licable statute. Controls have been enhanced to
improve the complaint management process. Specifically, the Company has
modernized the data management tool to further improve accuracy and record
management.

29.  The Company must reinforce its internal data controls to ensure that all records and
documents are maintained in accordance with 40 P.S. §323.4, s¢ at violations noted

in the Report do not occur in the future.

Company Response:

The Company has reviewed the applicable statute. The Company’s intent was to submit
data as requested. We have reviewed our processes around the collection of data and
made changes that will ensure greater accuracy for future requests. This includes
enhanced review of data prior to release and improved communication to ensure full
understanding of the request.

The Company would like to thank the Department Hr its constructive feedback, courtesies and
professionalism exten :d during this examination.

Sincerely,
Z-%,

Daniel Dilley, AIC, AMCM
AVP — Insurance Compliance
USAA




