















































&. C. Practices Not in the Best Interest of Consumers
The examiners also looked for items that were not in the best interest of consumers. Not
only could these practices be harmful to the insured, they may expose the company to

potential liability.

The e xaminers discovered no general business practice issues in this review.,

II. CLAIMS PRACTICES

This section of the report is designed to provide a review of the Company’s claims handling
practices. 'Examiners reviewed how the Company handled claims to determine the timeliness of
handling, accuracy of payment, adherence to contract provisions, and compliance with Missouri
statutes and regulations,

To minimize the duration of the examination, while still achieving an accurate evaluation of
claim practices, the examiners reviewed a statistical sampling of the claims processed. The
examiners requested a listing of claims paid and claims closed without payment during the
examination period for the line of business under review. The review consisted of Missouri
claims selected from a listing furnished by the Company with a date of closing from January 1,
2007, through December 31, 2009,

g’ A claim file 1s determined in accordance with 20 CSR 100-8.040 and the NAIC Market
Regulation Handbook. Error rates are established when testing for compliance with laws that
apply a general business practice standard (e.g., §§375.1000 — 375.1018 and §375.445) and
compared with the NAIC benchmark error rate of seven percent (7%). Error rates in excess of
the NAIC benchmark error rate[s] are presumed to indicate a general business practice contrary
to the law. Errors indicating a failure to comply with laws that do not apply the general business
practice standard are separately noted as errors and are not included in the error rates.

A claim error includes, but is not limited to, any of the following:

An unreasonable delay in the acknowledgement of a claim,

An unreasonable delay in the investigation of a claim,

An unreasonable delay in the payment or denial of a claim,

A failure to calculate claim benefits correctly; and

A failure to comply with Missouri law regarding claim settlement practices.

The examiners reviewed the claim files for timeliness. In determining timeliness, examiners
looked at the duration of time the Company used to acknowledge the receipt of the claim, the
time for investigation of the claim, and the time to make payment or provide a written denial.

Missouri statutes require the Company to disclose to first-party claimants all pertinent benefits,
ﬁ‘ coverage or other provisions of an insurance policy under which a claim is presented. Claim



b denials must be given to the claimant in writing, and the Company must maintain a copy in its
claim files. '

A. Claims Time Studies

To test for compliance with timeliness standards, the examiners reviewed claim records and
calculated the amount of time taken by the Company for claims processing. They reviewed
the Company’s claims processing practices relating to (1) the acknowledgement of receipt of
notification of claims; (2) the investigation of claims; and (3) the payment of claims or the
providing of an explanation for the denial of claims.

The examiners discovered no issues or concerns.

B. Unfair Settlement and General Handling Practices
In addition to the Claim Time Studies, examiners reviewed the Company’s claim handling
processes to determine compliance with contract provisions and adherence to unfair ¢claims
statutes and regulations. Whenever a claim file retlected that the Company failed to meet

these standards, the examiners cited it for noncompliance,

1. Vehicle Service Contracts All Claims ( US Fidelis)

- Field Size: 127
Sample Size: 127
Type of Sample: Census
Number of Errors: 26
Error Ratio: 20%

Within DIFP Guidelines: No

The variable deductible was not applied correctly in the following 26 claims, resulting in an
overcharge or undercharge to the consumers.

10



Deductible Deductible
Claim Claim amount Total amount
{ Number Pavment overpaid Interest Refund underpaid

8052800519 $21.69 $50.00 $11.27 $61.27

8060500063 $187.25 $50.00 $11.11 $61.11

8060600071 $182.75 $50.00 $11.21 861.21

8061000201 $98.02 $75.00 $16.42 £91.42

80709004355 $78.80 $50.00 $10.78 £60.78

8071800411 $380.10 $50.00 $10.62 $60.62

8072400174 $216.21 $£50.00 $10.26 £60.26

80724003438 $232.99 $50.00 $10.60 $60.60

8080500365 $869.63 $25.00 $5.22 $30.22

8090800049 $141.96 £75.00 $15.11 §90.11

8092400089 $97.50 $50.00 $9.58 $59.58

8092400189 $51.66 $50.00 $5.80 $59.80

8100700368 $907.23 $25.00 $4.75 $29.75

8121800181 $124.52 £75.00 $13.21 $88.21

5010500489 $493.09 $50.00 $8.53 §38.53

9020500240 $257.67 $50.00 $8.16 £58.16

9021000114 $321.70 £50.00 $7.76 857.76

9021600361 $506.51 $25.00 $4.01 525.01

9030200063 $555.99 $50.00 $7.85 857.85

90315300107 $574.05 $50.00 §7.21 857.21

9061800016 $155.93 $50.00 $6.55 $56.55

9102300263 $166.10 $50.00 §4.91 $54.91

9110200273 $95.00 $50.00 $4.81 $54.81

5060300093 $151.31 $25.00 $3.36 $28.36

9032500302 $25.00
9073100041 $25.00
TOTALS $1,175.00 $213.09 $1,388.09 $50.00

References: §§385.200(12), 385.210.1, 385.214.1, and 408.020, RSMo, and the Company’s US
Fidelis Coverage Policy for Platinum, Gold, Powertrain “Plus”, Powertrain and Powertrain
“Wrap.”

The Company voluntarily provided the following 14 claims that were not reported to Missouri.
These claims were not in the census population.
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Deductible Deductible
Claim Claim amount Total amount
Number Payment overpaid Interest Refund underpaid
8052200448 $46.36 $75.00 516,59 $91.59
8070700112 $244 50 £50.00 $9.63 $59.63
8071800204 $92.88 $25.00 $5.36 $30.36
8072300406 $1,478.10 $100.00 $19.26 L1926
8072900337 $793.20 $25.00 $5.26 $30.26
8052500299 $309.16 $50.00 $8.38 $58.38
8102100197 $456.92 $£50.00 $9.47 $59.47
9012600229 $410.08 $50.00 $8.30 $58.30
9021700189 $729.72 $25.00 $4.02 $29.02
9041500199 $446.24 $50.00 $7.35 $57.35
9083100242 $342.65 $50.00 5536 £53.36
8060200426 $25.00
9040800207 $25.00
9091800151 $25.00
TOTALS | $550.00 $98.98 $648.98 $75.00

b References: §§385.210.1, 385.214.1, and 408.020, RSMo, and the Company’s US Fidelis
Coverage Policy for Platinum, Gold, Powertrain “Plus”, Powertrain and Powertrain “Wrap”

2. Vehicle Service Contracts All Claims (Warrentech)

Field Size: 1288
Sample Size: 110
Type of Sample: Random
Number of Errors: 0

Error Ratio: 0%
Within DIFP Guidelines:  Yes

3. Vehicle Service Contracts All Claims (AMT Warranty)

Field Size: 1
Sample Size: ]

Type of Sample: Census
Number of Errors: 0
Error Ratio: 0%
Within DIFP Guidelines:  Yes
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4, Vehicle Service Contracts All Claims ( OwnerGuard)

Field Size: 0
Sample Size: 0
Type of Sample: None
Number of Errors: 0
Error Ratio: 0%

Within DIFP Guidelines:  Yes
C. Practices Not in the Best Interest of Consumers
The examiners also looked for items that were not in the best interest of consumers. Not
only could these practices be harmful to the insured, they may expose the company to

potential liability.

The examiners discovered no general business practice issues in this review.

ITII. COMPLAINTS

This section of the report is designed to provide a review of the Company’s complaint handling
practices. Examiners reviewed how the Company handled complaints to ensure it was
performing according to its own guidelines and Missouri statutes and regulations.

Section 375.936(3), RSMo, requires companies to maintain a registry of all written complaints
received for the last three years. The registry must include all Missouri complaints, including
those sent to the DIFP and those sent directly to the company.

The examiners verified the one complaint from the Company’s complaint registry and the
Department’s list, dated January 1, 2007, through December 31, 2009. The registry did not have
any complaints that did not come through the Department.

The review consisted of a review of the nature of each complaint, the disposition of the
complaint, and the time taken to process the complaint as required by §375.936(3), RSMo, and
20 CSR 100-8.240.

The examiners discovered no issues or Concerns.
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- IV. CRITICISMS AND FORMAL REQUESTS TIME STUDY

This study is based upon the time required by the Company to provide the examiners with the
requested material or to respond to criticisms. Missouri law requires companies to respond to
criticisms and formal requests within 10 calendar days. Please note that in the event an
extension was requested by the company and granted by- the examiners, the response was
deemed timely if it was received within the time frame granted by the examiners. If the response
was not received within that time period, the response was not considered timely.

A, Criticism Time Study

Calendar Days Number of Criticisms Percentage

Received w/in ttme-limit,
incl. any extensions 6 100%
Received outside time-limit,

incl, any extensions 0 0%
No Response 0 0%
Total 6 100%
Reference: §374.205.2(2), RSMo, and 20 CSR 100-8.040.
k' B. Formal Request Time Study
Calendar Days Number of Requests Percentage

Received w/in time-limit,
in¢l. any extensions 7 100%
Received outside time-limit,

incl, any extensions 0 0%
No Response 0 0%
Total 7 100%

Reference: §374.205.2(2), RSMo, and 20 CSR 100-8.040.
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EXAMINATION REPORT SUBMISSION

Attached hereto is the Division of Insurance Market Regulation’s Final Report of the
examination of Wesco Insurance Company (NAIC #25011), Examination Number 0905-22-
TGT. This examination was conducted by Gary T. Meyer, Gerald Michitsch, Darren Jordan, and
Shelly Herzing. The findings in the Final Report were extracted from the Market Conduct
Examiner’s Draft Report, dated February 14, 2011. Any changes from the text of the Market
Conduct Examiner’s Draft Report reflected in this Final Report were made by the Chief Market
Cpnduct Examiner or with the Chief Market Conduct Examiner’s approval. This Final Report
hgs been reviewed and approved by the undersigned.

IR 10/10 /30|

1 Mealer Date
ief Market Conduct Examiner
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STATE OF —miéﬁﬁ!i\ )
. )
countyor (el )

VERIFICATION OF WRITTEN REPORT OF EXAMINATION

1, l; {n SW &gg!g( , on my oath swear that to the best of my knowledge and belicf, the
attached Examination Report is trug \and accurate and is comprised of only facts
appearing upon the books, records, or pther documents of the Company, its agents or

other persons examined or as ascertai,ined from {Re teftimony of its officers or agents or
other persons examined concering its [Wfaird \and such conclusions and
recommendations as reasonably warrgni¢d fromithg fac

Jﬂn vealer‘,’ Chief Market Conduct Examiner
Department of Insurance, Financial Institutions &

Professional Registration,
State of Missouri

Sworn to and subscribed before me this&ﬂay of M, 2011,

Notary’ oLy LAD,
Yy %?’. Wt f? ";)
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