
DEPARTMENT OF INSURANCE, FINANCIAL 
INSTITUTIONS AND PROFESSIONAL REGISTRATION 

P.O. Box 690. Jefferson City. Mo. 65102-0690 

In re: 

t\1id CentUI) Insurance Company (NAIC t;2 J 687) 
Farmers Insurance Exchange (NAIC ;r21652) 

) 
) 

) Examination No. 081 1-19-TGT 
) 

ORDER OF THE DIRECTOR 

NOW, on this J.J.... day of M a. 1 , 20 13. Director John M. Huff. after consideration and 

re, iew of the market conduct examination report of r..lid Century Insurance Company (NAIC 

tf2 I 687) and Fanners Insurance Exchange (NAIC H21652) (hereafter referred to collectively as 

.. Farmers .. ) repon number 081 1-19-TGT. prepared and submitted by the Division of Insurance 

\,farket Regulation pursuant to '11374.205.3(3)(a). RSMo. and the tipulation of Settlement 

("Stipulation'') does hereby adopt such report as filed. After consideration and review of Lhe 

tipulation. report. relevant work papers. and any ,,Titten submissions or rebunals, the findmgs and 

conclusions of such report are deemed to be the Director·s findings and conclusions accompan) ing 

this order pursuant to §37-L205.3(4). RSMo. 

Trns order. issued pursuant to §§37-1.205.3(-1) and 374.280. RSMo and §374 .046.15. R Mo 

(Cum .. upp. 2012), is in 1he public interest. 

IT IS TI ICREFORE ORDERED that Farmers and the Division oflnsurance Market Regulation 

ha, ing agreed 10 the Stipula1ion. the Director does hereby appro\'e and agree to the tipulation. 

IT IS FURTHER ORDERED that Farmers shall not engage in an} of the violations ofla\, and 

regulations sec forth in the StipuJation and sball implement procedures to place the Company in full 



compHance with the requirements in the Stipulation and the statutes and regulations of the State of 

Missouri and to maintain those corrective actions at all times. 

IT IS FURTHER ORDERED that Farmers shall pay, and the Department of Insurance. 

Financial Institutions and Professional Registration, State of Missouri, sbalJ accept, the Voluntary 

Forfeiture of $75.000 payable to the Missouri State School Fund. 

JT TS SO ORDERED. 

fN \VIT.\ESS WHEREOF, I have .J1;reunto set my .. ~apd and affixed the seal of my office in 
Jefferson City, Missouri, this /~ day of fnl,r,.f . 20 13. 

Director 
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HAND 
CARRIED 

DECEIVE~ 
~ t,,,;l\Y O 9 2013 U 

DEPARTMENT OF INSURANCE, FINANCIAL 
INSTITUTIONS AND PROFESSIONAL REGISTRATION 

P.O. Box 690. Jefferson Cit'(. Mo. 65102-0690 

TO: Mid Century Insurance Company 
Farmers Insurance Exchange 
4680 Wilshire Blvd. 
Los Angeles, CA 90010 

RE: Mid Century Insurance Company (NAlC #2 1687) 
Farmers Insurance Exchange (KAJC #21652) 
Missouri Market Conduct Examination #081 1-19-TGT 

STIPULATIO I OF ETTLE\1E 'T 
AJ'1D VOLl.J~T ARY FORFElTGRE 

1t is hereby stipulated and agreed by John M. Huff, Director of the Missouri Department of 

Insurance, Financial Institutions and Profess ional Registration, hereinafter referred to as "Director." 

and Mid-Century lnsurance Company. (NAIC #21687) and Farmers Insurance Exchange (NAIC 

#21652). (hereafter referred to collectively as .. Farmers .. ). as fo llows: 

WHEREAS. John M. Huff is the Director of the Missouri Department of Insurance. 

Financial Institutions and Professional Registration (hereafter referred to as .. the Department"). an 

agenC) of the State of Missouri, created and established for administering and enforcing all laws in 

relation to insurance companies doing business in the State in Missouri; and 

WHEREAS. farmers has been granted certificates of authorit) to transact the business of 

insurance in the State of Missouri; and 

\\'HEREAS. the Department conducted a Market Conduct Examination of Farmers and 

prepared repon number 0811-19-TGT: and 

WHEREAS, the report of the Markel Conduct Examination revealed that: 



I. ln some instances, Fanners failed to notify the claimant in \-vriting \\ithin 45 da) sand 
every 45 days thereafter as to the reasons it required addi tional time to complete the claim 
investigation, as required by §375. 1007(4)1

, 20 CSR 100- l.050(l)(C), and 20 CSR 300-2. 100 (as 
replaced by 20 CSR 100-8.040, eff. 7/30/08). 

2. In some instances, Farmers failed to adopt and implement reasonable standards for the 
prompt investigation and settlement of claims. in violation of §375.1007(3). 

3. In some instances, Farmers failed to disclose all pertinent benefits and coverages 
avai lable to the claimants and misrepresented or fa iled to advise claimants of al l relevant facts or 
policy provisions relating to the coverages at issue, in violation of §375.1007(1). and 20 CSR I OO­
l .020(1)(A) and (B)! as weU as the Company's own policy provisions. 

4. In some instances, Farmers fa iled to attempt to effectuate prompt, fa ir, and equitable 
settlements of its claims once Liability became reasonably clear, in violation of §375. 1007( 4), and 20 
CSR I 00-1 .050( I )(C). 

5. In some instances, Fanners fai led to assure that its claims files contained proper 
documentation including the denial letter to the firsl-party claimant with a copy of the written denial 
letter including a specific reference to the appl icable policy provision, condition, or exclusion 
explaining the reason(s) for the denials, as required by §§374.205, 375. 1007(12), 20 CSR 100-
1.050(1 )(A), and 20 CSR 300-2. 100 (as replaced by 20 CSR 100-8.040, eff. 7/30/08). 

6. In some instances. Farmers failed to respond to all pertinent communications from the 
claimants wi lhin 10 working days of receipt, as required by §375.1007(2). and 20 CSR l00-
l .030(2)(C). 

7. 1n some instances, Fanners failed to assure that its files included copies of written 
denial letters specifically referencing the policy provision, condition, or exclusion used by the 
Company as the basis for the denial, in violation of §§374.205 and 375.l 007(12), and 20 CSR 300-
2. 100 (as rep laced by 20 CSR 100-8.040. eff. 7/30/08). 

8. ln some instances, Farmers fai led to provide a Missouri Sales Tax Affidavit to 
claimants as required by§§ 374.205, and 375. l 007(3), and 20 CSR 300-2.100 (as replaced by 20 
CSR 100-8.040. eff. 7/30/08). 

9. In some instances, Farmers fai led to maintain its books, records, documents, and other 
business records and to provide relevant materials, files, and documentation in such a way to alJow 
the examiners to sufficient! y ascertain the claims handling and payment practices of the Company. 
thereby Yiolating §3 74.205, and 20 CSR 300-2.200(3)(8) (as replaced by 20 CSR l 00-8.040, cff. 
7/30/08). 

1 All references. unless otherwise noted, are to Missouri Re-...;sed Statutes 2000, as amended. 
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10. In one instance, Farmers fai led to list a complaint on its complaint register, as 
requi red by §375.936(3), and 20 CSR 100-8.040. 

WHEREAS, Farmers hereby agrees to take remedial action bringing it into compliance v.ith 

the statutes and regulations of Missouri and agrees to maintain those corrective actions at all times, 

including, but nol limited to, taking the following actions: 

1. Farmers agrees to take corrective action to assure that the errors noted in the above-

referenced market conduct examinatfon repon do not recur; 

2. Farmers agrees to file documentation of all remedial actions taken by it to implement 

compliance with the terms of this Stipulation of Settlement and Voluntary Forfeiture and to assure 

that the errors noted in the examination report do not recur, including explaining the steps taken and 

the results of such actions, to the Director within 90 days of the entry of a final Order closing this 

examination: 

3. Farmers agrees to re,iew all of Farmers Insurance Exchange's commercial auto 

bod il y injury claims dated January I, 2009 to the date a final Order is entered in this matter to 

determine if any other claims were underpaid or improperly denied. If the claim should have been 

paid, the Company must issue any payments that are due to the claimants, bearing in mind that an 

additional payment of nine per cent (9%) interest per annum is also required on all claims submitted, 

pursuant to §408.020. A letter must be included with the payments, indicating that ··as a result of a 

Missouri Market Conduct examination," it was found that additional payment was owed on the 

claims. Additionally, evidence must be provided to the Department that such payments have been 

made within 90 days after the date of the Order finalizing this examination; 

4. Farmers agrees to review all of Mid-Century Insurance Company's paid private 

passenger auto uninsured/underinsured (UMIUIM) motorist claims dated January 1, 2009 to the date 

a final Order is entered in this matter to determine if any other claims were underpaid or improperly 

denied. If the claim should have been paid, the Company must issue any payments that are due to 

the claimants, bearing in mind that an additional payment of nine per cent (9%) interest per annum is 

also required on all claims submitted, pursuant to §408.020. A letter must be included with the 

payments, indicating that ··as a result of a Missouri Market Conduct examination.·· it \Vas found that 
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additional pa:yment was owed on the claims. Additjonally. evidence must be provided to the 

Department that such payments have been made ,.,,ithin 90 days after the date of the Order finalizing 

this examination; 

5. Farmers agrees to review all Fanners Insurance Exchange and Mid-Century Insurance 

Company :Medical Pa) ment claims and its practices and procedures relating to how it handled 

Medical Payment claims dated January l, 2008, to the date a final Order is entered in thls matter to 

ensure that all of its claims were handled in a consistent manner, whether or not an AFB form was 

provided, and to ensure that claims \-Vere not denied or went unpaid because the Company failed to 

conduct a reasonable investigation of the clrum. If any claims were improperly denjed or went 

unprud because no AFB form was provided or because the Company fa iled to investigate the extent 

of injury suffered by a claimant and/or the extent of medical bills incurred by a claimant, the 

Company must issue any payments that are due to the claimants, bearing in mind that an additional 

payment of nine per cent (9%) interest per annum is also required on all claims submitted, pursuant 

to §408.020. A letter must be included with the payments, indicating that "as a result of a Missouri 

Market Conduct examination," it was found that additional payment was owed on the claims. 

Additional!). evidence must be provided to the Department that such payments have been made 

within 90 days after the date of the Order finalizing this examination; 

6. Farmers agrees that it shall provide to each total loss claimant, when it resolves a 

total loss claim. a sales tax affidavit reflecting the amount of the insurance proceeds plus any 

owner's deductible obligation. and to inform the claimant in writing that said affidavit can be 

used to obtain a sales tax credit against the purchase price of another motor vehicle purchased 

within 180 days of the date of payment by the Company. Farmers also agrees that a copy of the 

sale tax affidavit shall be maintained in each total loss claim fi le. Farmers' obligations under the 

terms of this paragraph 6 are subject to any future changes in the law relating to the subject 

matter of this paragraph 6 that may be enacted by statute or regulation. 

7. Parmers agrees to develop a sur\ey to be sent Lo all Farmers Insurance Exchange and 

Mid-Century Insurance Company private passenger and commercial auto total loss claimants for 

claims dated January 1, 2008 to December 31, 2010. 
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The survey must request information including, but not limited to, the following: (a) whether 

the claimant received a sa les tax affidavit; (b) if the claimant did receive an affidavit, the date upon 

which they received iL: (c) whether the claimant replaced the total loss vehicle; (d) whether the 

claimant paid sales tax on the replacement vehicle, and, if so, the amount of the tax paid; (e) whether 

the claimant used the sales tax affidavit to obtain a sales tax credit; (t) if the claimant used the 

affida\it, the date on which it was used; and (g) if the claimant used the affidavit, the amount of the 

credit obtai ned by the claimant. Documentation of the purchase of a replacement vehicle and 

documentation of the payment of any sales tax on the purchase of the replacement vehicle sbaU be 

requested from the claimant. C laimants shall be given 30 days in which to respond to the sun-ey, but 

responses from claimants shaU be accepted for a period of 60 days from the date the survey was 

received by the claimant. The survey should also include a blank copy of a sales tax affidavit that 

would have been issued or sent to the claimant. 

The survey must be reviewed and approved by the Department prior to its use. Any total loss 

claimant who represents in the survey response that he or she did not receive a sales tax affidavit 

from Farmers Insurance Exchange or Mid-Century Insurance Company, who documents the purchase 

of a replacement vehicle. and who documents payment of sales tax on the purchase of the 

replacement vehicle, shall be reimbursed by Farmers for the portion of all applicable sales taxes paid 

by the claimant that are subject to a credit pursuant to§ 144.027. Farmers shall also pay interest to 

the claimant at the rate of 9% per annum pursuant to §408.020. 

Once the survey is completed and responses are received by Farmers, Fanners must submit a 

report to the Department including information on who was sent the survey, the address the survey 

v,as sent to , who responded to the survey. copies of responses, which claimants received 

reimbursement, the amount of such reimbursement, the date lhe reimbursement was paid, and proof 

of payment This detailed information should be included in a report to the Department within 90 

da) s after a final order closing this exam is entered by the Director. 

WHEREAS, Mid-Century Insurance Company and Farmers Insurance Exchange (collectively 

Farmers) denies that it has violated any Missouri Jaw or regulation and Farmers is of the position that 

this Stipulation of Senlement and Voluntary Forfeiture is a compromise of disputed factual and legal 
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allegations, and that payment of a forfeiture or reimbursement is not to be construed as an admission 

of liability, but merely to resolve the disputes and avoid litigation; and 

\VHEREAS, Farmers after being advised by legal counsel, does hereby voluntarily and 

knowingly waive any and al l rights for procedural requirements, inclucling notice and an opportuniry 

for a hearing, which may have otherwise applied to the above referenced Market Conduct 

Examination; and 

WHEREAS, Farmers hereby agrees to the imposition of the ORDER of the Director and as a 

result of Market Conduct Examination #0811-19-TGT further agrees, voluntarily and knowingly to 

surrender and forfeit the sum of $75,000. 

NOW, THEREFORE, in lieu of the institution by the Director of any action for the 

SUSPENSION or REVOCATIOI\ of the Cenificate(s) of Authority of Farmers to transact the 

business of insurance in the State of Missouri or the imposition of other sanctions, Farmers does 

hereby voluntari ly and knowingly waive all rights to any hearing, does consent to the ORDER of the 

Director and does surrender and forfeit the sum of $75,000. such sum payable to the Missouri State 

School Fund, in accordance with §374.280. 

DA TED: !!bf 3
1 

J.,(J/ 3 

DA TED: ~ ] J,1/J.. 
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FOREWORD 

This is a targeted market conduct examination report of the Farmers Insurance Exchange 
(NAIC Code #21652), and the Mid-Century Insurance Company (NAIC Code #21687). 
This examination was conducted at the offices of the f anners Insurance Group. located at 
4680 Wilshire Boulevard, Los Angeles. California 900 l 0. 

This examination report is generally a report by exception. However, fai lure to criticize 
specific practices, procedures, products or files does not constitute approval thereof by 
the DIFP. 

During this examination. the examiners cited errors made by the Company. Statutory 
citations were as of the examination period unless othemise noted. 

When used in this report: 
• ·'Company" refers to Farmers Insurance Exchange and Mid-Century Insurance 

Company: 
• ··CSR' refers to the Missouri Code of State ReguJation: 
• ·'DIFP .. refers to the Missouri Department of Insurance. Financial 

Institutions and Professional Registration; 
• .. Director·· refers to the Director of the Missouri Department of Insurance. 

Financial Institutions and Professional Registration; 
• "MCIC" refers to Mid-Century Insurance Company: 
• ' ·FIE'' refers to Farmers Insurance Exchange; 
• "NAIC' refers to the National Association of Insurance Commissioners: 
• ·'RSMo·· refers to the Revised Statutes of Missouri. 
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SCOPE OF EXAMINATION 

The DIFP has authority to conduct this examination pursuant to. but not limited to, 
§§374.110. 374.1 90, 374.205, 375.445, 375.938. and 375.1009. RS:'vfo. 

The purpose of this examination was to determine if the Company complied ,vith 
Missouri statutes and DJFP regulations and to consider whether the Company's 
operations are consistent \Vltb the public interest. The primary period covered by this 
review is January 1. 2007, through October 27. 2008. unless otherwise noted. Errors 
outside of this time period discovered during the course of the examination, however. 
may also be included in the report. 

The examination included a review of the following areas of the Company's operations 
for the lines of business reviewed: claims handling practices and complaint handling 
practices. 

The examination was conducted in accordance with the standards in the NAIC s }vfarker 
Regulation Handbook. As such, the examiners utilized the benchmark error rate 
guidelines from the Atf arkel Regulation Handbook when conducting reviews that applied 
a general business practice standard. The NAIC benchmark error rate for claims practices 
is seven percent (7%) and for other trade practices is ten percent (10%). The benchmark 
error rates were not utilized. however. for reviews not appJying the general business 
practice standard. 

In performing this examination. the examiners onJy reviewed a sample of the Company·s 
practices, procedures. products and files. Therefore, some noncompliant practices, 
procedures, products and files may not have been discovered. As such, this report may 
not fully reflect all of the practices and procedures of the Company. As indicated 
previously, fai lure to identify or criticize improper or noncompliant business practices in 
this state or other jurisdictions does not constitute acceptance of such practices. 
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COMPANY PROFILE 

The follo1wing company profile was provided to the examiners by the Company. 

Mid-Century Insurance Company ( .. Company'") was incorporated under the Jaws of the 
State of California on December 3, 1949, and began operations on February 17, 1953. 
Currently, the company is licensed in 46 states. 

All of the Company's outstanding capital stock is held by Farmers Insurance Exchange 
(80%), Truck Insurance Exchange (7.5%) and Fire Insurance Exchange (12.5%) 
(collectively, the ·'Exchanges'"). The Exchanges are owned by their policyholders. The 
Exchanges and its affiliated insurers. including the Company, comprise the nation·s third­
largest Personal Lines Property & Casualty insurance group. Headquartered in Los 
Angeles and doing business in 50 states. the Exchanges and its affiliated insurers provide 
borne. auto, business and life insurance and financial services to more than 15 mimon 
customers. 

Farmers Insurance Exchange was organized on March 28. 1928 under the Reciprocal or 
Inter-Insurance Act of California and commenced business on April 6. 1928 V\ ith the title 
Farmers Automobile Inter-Insurance Exchange. The present title was adopted on May J. 
1947. Farmers Insurance Exchange is licensed in 46 states. 

Farmers Insurance Exchange. Fire Insurance Exchange and Truck Insurance Exchange 
(the ·'Exchanges·'), along with their subsidiaries, comprise the Farmers Insurance Group 
of Companies®, which is based in Los Angeles, California. The Exchanges are reciprocal 
insurers owned by their respective policyholders. The policyholders of each Exchange 
appoint an exclusive attorney-in-fact to provide management senrices to the Exchange. 
Farmers Group. Inc., dba Farmers Underwriters Association, is the attorney-in-fact for 
Farmers Insurance Exchange and the parent company of Fire Underwriters Association 
(attorney-in-fact of Fire Insurance Exchange) and Truck Underwriters Association 
(attorney-in-fact of Truck Insurance Exchange). 

Today, the Farmers Insurance Group of Companies comprises the nation's third-largest 
Personal Lines Property & Casualty insurance group. Headquartered in Los Angeles and 
doing business in 50 states. the Exchanges and its affiliated insurers provide home. auto, 
business and life insurance and financial services to more than 15 million customers. 

The Company is licensed by the DIFP under Chapter 379, RSMo. to write property 
and casualty insurance as set forth in its Certificate of Authority. 
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EXECUTIVE SUMMARY 

The DIFP conducted a targeted market conduct examination of the Farmers 
Insurance Exchange (FIE) and Mid-Century Insurance Company. The examiners 
found the follmving principal areas of concern: 

The examiners discovered the following errors regarding the FIE Commercial Auto 
Physical Damage Claims Paid Practices reviews: 

• The examiners found one instance where the it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found one instance where it failed to clearly document the file 
showing the inception. handling and disposition of the claim. 

• The examiners found one instance where it failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the claim. 

The examiners discovered the following regarding the FJE Commercial Auto Medical 
Payments Claims Paid Practices reviews: 

• The examiners found one instance where it misrepresented relevant facts or 
policy provisions to a claimant relating to coverages at issue by failing to 
disclose that Workers Compensation coverage was primary, resulting in a 
claim overpayment. 

• The examiners found one instance where it failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the claim. 
in that it failed to investigate whether Workers Compensation was primary 
and failed to determine if Medical Payments coverage was applicable. 

• The examiners found one instance where it fai led to clearly document the file 
showing the inception, handling and disposition of the claim. 

• The examiners found one instance where it failed to document a claim file 
with a copy of a '"Titten letter of denial to a first party claimant 'with a 
specific reference to a policy provision. condition. or exclusion. 

The examiners discovered the following errors regarding the FIE Commercial Auto 
Bodily Injury Claims Paid Practices reviews: 

• The examiners found one instance where it failed to document the file 
shov.ring that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 

• The examiners found one instance where it failed to clearly document the file 
shov.wg the inception, handling and disposi1ion of the claim. 

• The examiners found four instances where it failed to attempt in good faith to 
effectuate fair and equitable claim settlements. 
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The examiners discovered the following error regarding the FIE Commercial Auto 
Uninsured/Underinsured Motorist Claims Paid Practices reviews: 

• The examiners found one instance where it failed to clearly document the file 
showing the inception, handling and disposition of the claim in that the 
examiners were unable to ascenain how the settlement range was determined. 

The examiners discovered the following error regarding the FIE Commercial Auto Total 
Loss Claims Paid Practices reviews: 

• The examiners found three instances where it failed to document the file 
showing that a sales tax affida\it was sent to the claimant concerning the total 
loss vehicle. 

The examiners discovered the follo¥.ing errors regarding the FIE Commercial Auto 
Physical Damage Claims Paid Practices reviews: 

• The examiners found three instances where it failed to clearly document the 
file sho'wing the inception, handling and disposition of the claim as the 
examiners were unable tO ascertain how the claims were handled and 
disposed of in the file notes. 

• The examiners found one instance where it failed to attempt in good faith to 
effectuate fair and equitable claim settlements. 

• The examiners found two instances where the Company failed to document 
claim files with a copy of wTitten letter of denial to a first party claimant with 
specific reference to a policy provision, condition, or exclusion. 

The examiners discovered the following errors regarding the MCIC Private Passenger 
Auto Physical Damage Claims Paid Practices reviews: 

• The examiners found one instance where it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found one instance where the Company failed to document 
the file showing that a sales tax affidavit was sent to the claimant concerning 
the total loss vehicle. 

The examiners discovered the following errors regarding the MCIC Private Passenger 
Auto Medical Payments Claims Paid Practices reviews: 

• The examiners found 32 instances where it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found two instances where it failed to document the file 
shov.ring that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 
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• The examiners found 11 instances where it failed to attempt in good faith to 
effectuate fair and equitable claim senlements. in that the files documented 
some insureds were required to complete a Medical Payments Application 
For Benefits Form (AFB) and others were not. 

• The examiners found one instance where it failed to clearly document the file 
showing the inception. handling and disposition of the claim. The examiners 
were unable to ascertain ho~ the amount of Medical payments that was paid 
was determined. 

• The examiners found two instances where it failed to document claim files 
with a copy of a written letter of denial to a first party claimant with a 
specific reference to a policy provisio~ condition, or exclusion. 

The examiners discovered the follo·wing errors regarding the MCIC Private Passenger 
Auto Bodily lnjury Claims Paid Practices reviews: 

• The examiners found three instances where it failed to respond to all 
pertinent communications from any claimant \.vhich suggested a response was 
expected within 10 working days. 

• The examiners found l 5 instances where the Company failed to document the 
fi le showing that a sales tax affidavit was sent to the claimant concerning the 
total loss vehicle. 

• The examiners found one instance where it failed to attempt in good faith to 
effectuate fair and equitable claim settlements. 

The examiners discovered the following errors regarding the MCIC Private Passenger 
Auto Uninsured/Underinsured Motorist Claims Paid Practices revie,:vs: 

• The examiners found 38 instances where it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found two instances where it failed to document the file 
showing that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 

• The examiners found two instances where it failed to clearly document the 
file showing the inception. handling and disposition of the claims. 

• The examiners found four instances where it failed to effectuate a fair and 
equitable settlement and failed to conduct a reasonable investigation, 
resulting in claim underpayments. 

• The examiners found one instance where it failed to adopt and implement 
reasonable standards fo r the prompt investigation and settlement of the claim 
by failing to investigate whether the damage to the insured's vehicle 
exceeded the collision deductible. 

• The examiners found one instance where it failed to attempt in good faith to 
effectuate fair and equitable claim settlements. 

• The examiners found one instance where it failed to document a claim file 
with a copy of a written letter of denial to a first party claimant with a 
specific reference to a policy provision, condition, or exclusion. 
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The examiners discovered the following errors regarding the MCIC Private Passenger 
Auto Total Loss Claims Paid Practices reviews: 

• The examiners found l 8 instances where it failed to document the file 
sbO\ving that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 

• The examiners found one instance where it failed to attempt in good faith to 
effectuate fair and equitable claim settlements in that it failed to pay the 
insured the correct amount of Medical Payments coverage. resulting in a 
claim underpayment. 

• The examiners found two instances where it failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the claim 
by failing to investigate whether the claimants wanted to pursue Medical 
payments coverage claims. 

• The examiners found two instances where it failed to disclose aU pertinent 
benefits and coverages at issue to first party claimants in that it failed to 
advise the claimants that Medical Payments coverage was available, resulting 
in undetermined claim underpayments. 

The examiners discovered the follov.ring error regarding the MCIC Commercial Auto 
Physical Damage Claims Paid Practices reviews: 

• The examiners found one instance where it failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the claim 
by failing to attempt to settle a bodily injury claim. knmving that an injury 
occurred, lea'ving the insured with an unnecessary liability exposure. 

The examiners discovered the following error regarding the MCTC Commercial Auto 
Bodily injury Claims Paid Practices reviews: 

• The examiners found one instance where it failed to document the file 
showing that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 

The examiners discovered the following errors regarding the MCIC Private Passenger 
Auto Medical Payment Claims Closed Without Payment Practices reviews: 

• The examiners found two instances where it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found one instance where it failed to respond to aU pertinent 
communications from any claimant which suggested a response was 
expected within 10 working days. 

• The examiners found five instances where it failed to document the file 
showing that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 

13 



• The examiners found one instance where it failed to clearly document the file 
sho'Aing the inception. handling and disposition of the claim by failing to 
document activity occurring after receiving a letter from an attorney. 

The examiners discovered the following errors regarding the MCIC Pri vate Passenger 
Auto Bodily Injury Claims Closed Without Payment Practices reviews: 

• The examiners found four instances where it failed to document the file 
showing that a sales tax affidavit was sent to the claimant concerning the total 
loss vehicle. 

The examiners discovered the following errors regarding the MCIC Private Passenger 
Auto Un insured/Underinsured Motorist Claims Closed Without Payment Practices 
reviews: 

• The examiners found nine instances where it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found one instance where it failed to respond to a11 pertinent 
communications from any claimant, which suggested a response was 
expected \\rithin l O working days. 

• The examiners found four instances where it misrepresented relevant facts or 
policy provisions to a claimant relating to coverages at issue by requiring the 
insureds to submit medical bills within 60 days of treatment when the 
endorsement containing this language was not part of the policies. 

• The examiners found one instance where it fai led to clearly document the file 
showing the inception, handling and disposition of the claim by failing to 
document how the percentage of negligence was determined. 

• The examiners found one instance where it failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the claim 
in that it failed to attempt to investigate the subrogation potential and the 
potential recovery of all or part of the insured· s deductible. 

The examiners discovered the folJowing error regarding the FIE HomeO\\.Tiers Claims 
Paid Practices reviews: 

• The examiners found one instance where it fa iled to attempt in good faith to 
effectuate fair and equitable claim settlements. 

The examiners discovered the following errors regarding the FIE Homeo\\<ners Claims 
Closed Without Payment Practices reviews: 

• The examiners found one instance where it failed to document a claim file 
with a copy of a ,vritten letter of denial to a first party claimant with a 
specific reference to a policy provision. condition. or exclusion. 

• The examiners found one instance where the Company failed to clearly 
document the file showing the inception, handling and disposition of the 
claim by failing to document the age of the roof. 
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The examiners discovered the following errors regarding the MCIC Homeov.Tiers Claims 
Paid Practices reviews: 

• The examiners found one instance where it failed to provide a letter to the 
insured explaining why the file remained open after 45 days of the initial 
notification of the claim and 45 days thereafter. 

• The examiners found one instance where it fuiJed to disclose all pertinent 
benefits and coverages at issue to first party claimants as the files 
documented the Company failed to advise the insttred that recoverable 
depreciation was available within 180 days of the loss. resulting in a claim 
underpayment. 

Examiners requested that the Company make refunds concerning underwriting premium 
overcharges and claim underpayments found for amounts greater than $5.00 during the 
examination if any were found. 

Various non-compliant practices were identified, some of which may extend to other 
jurisdictions. The Company is directed to take immediate corrective action to 
demonstrate its ability and intention to conduct business according to the Missouri 
insurance laws and regulations. When applicable, corrective action for the jurisdictions 
should be addressed. 

The examiners tracked and were mindful of the results, Company responses and public 
disciplinary action(s) of prior examinations concerning the Farmers Insurance Group. 
The following represents a summary of the results from a previous Missouri Market 
Conduct Examination that was completed in 200 I. A voluntary forfeiture was made by 
the Company in the amount of $7.975. There were also three other examinations that 
were completed by Arizona (2008), Oklahoma (2006), and Maryland (2008). Those 
following summaries of findings are also listed. 

A. Missouri Market Conduct Examination Report # 0035-09-PAC Findings 
(2001) 

1. In some instances, Farmers was cited for failure to maintain a copy of the current license 
for a producer and failing to date stamp the date of receipt for producer licenses. 

2. In some instances, Farmers was cited for failure to provide a copy of the declaration page 
for its Workers Compensation policies. 

3. Tn some instances, Farmers was cited for a pattern error of using incorrect territory codes 
fo r its Landlord Protector policies. creating premium undercharges. 

4. In some instances. Farmers ·was cited for errors in its underv.,Titing and rating practices for 
Private Passenger Auto Non-renewals because it failed to provide a clear and specific reason 
fo r non-renewing policies 
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5. In some instances. Farmers was cited for errors in its undemriling and rating practices 
revie\\S for Prhate Passenger Auto Cancellations because it fai led to maintain proof of 
mailing of the cancellation notices. 

6. ln some instances. Farmers was cited for errors in its underwriting and rating practices 
revie\\>'S for Private Passenger Auto Declinations because it failed to maintain a proof of 
mailing of the declination notices, and fai led to provide a date the notice v.as mailed and 
a reason for the declination. 

7. In some instances, Farmers was cited for unden,Titing and rating errors for Motorcycle 
Terminations policies because it failed to maintain a proof of mailing of the terminations. 

8. ln some instances. Farmers \.Vas cited for underwriting and rating errors for 
Homeo,,ners ~on-Renewals in that it failed to pro, ide a clear and specific reason fo r the 
non-renewals. 

9. In some instances. Farmers \\as cited for underwriting and rating errors for 
D\\,elling Fire policies in that it did not pro, ide files for revie," and failed to pro\ ide 30 da} 
notices prior to policy terminations. 

I 0. In some instances. Farmers was cited for claims handling practices errors for Private 
Passenger Auto Collision losses. in that it failed to maintain copies of sales tax affidavits. 
fai led to date stamp pertinent documents. failed to maintain adequate documentation. and 
failed to notify the Department of Revenue of an uninsured motorist claim "" ith one of the 
Farmer·s insureds. 

11. In some instances, Farmers was cited for claims handling practices errors for Prh,ate 
Passenger Auto Total Loss vehicles. in that no sales tax affidavit copies \\ere documented in 
the files. 

12. In some instances. Farmers was cited for claims handling practices errors for Commercial 
Auto Tota l Loss/Collision claims reviev,. because it failed to maintain copies of sales Lax 
affidavits. used notices that stated the certification was for 90 da) s instead of 180 days. and 
failed to handle a claim in a timely manner. 

13. In some instances, Farmers was cited for errors in its Commercial Auto Subrogation 
claims handling review. because it failed to reimburse the insured·s deductible and failed to 
provide a fi le fo r review. 

14. In some instances. Farmers was cited for errors in its claims handling practices revie,\ of 
Workers Compensation claims because it fai led to pa} the total temporat) disabilit) (TTD) 
payments. 

15. In some instances, Farmers was cited for failure to record a written complaint in a 
payment register and fai ling to prO\ ide a \.\Titten denial of a claim. 

B. Arizona Market Conduct Examination Report Finding (2008) 
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1. ln some instances. Farmers was cited for using claim fonns and/or letters that fai led to 
include a complaint fraud warning notice. 

2. In some instances. Farmers was cited for using forms that failed to ad, ise for what purpose 
the information was being collected. 

3. In some instances, Farmers was cited for a failure to return the proportionate shares of 
deductibles when recoveries were made from adverse carriers. 

C. Oklahoma Market Conduct Examination Report Findings (2006) 

I . In one instance. Farmers was cited for failure to produce the Company's Board of Director 
meeting minutes fo r review. 

2. 1n one instance, Farmers was cited for fai lure to produce the Company·s internal audit 
records fo r review. 

3. Farmers was cited for a failure to produce two claims fo r review. 

4. In one instance, Farmers was cited for applying excessive depreciation on a claim. 

D. Maryland Market Conduct Examination Report Findings (2008) 

1. In some instances, Farmers was cited for accepting business from and paying commissions 
to insurance producers that did not have an appointment. 

2. In one instance, Farmers was ci1ed for failure to include the producer name in a producer 
register. 

3. In one instance, Farmers was cited for a fai lure to provide a clear and specific reason for its 
action in order to prevent further inquiry by the insured when it declined a risk. 

4. In some instances. Farmers was cited for failure to unden>,Tite/maintain risks that were 
eligible and within the acceptable range of a filed rating plan. 

5. ln one instance, Farmers was cited for failure to issue a cancellation notice by certified 
mail. 

6. In one instance, Farmers was cited for fai lure to offer a named driver exclusion 
endorsement. 

7. ln one instance. Farmers was cited for failure to indicate the specific premium amount 
attributable to the driver that could be excluded when a named, driver exclusion was offered. 

8. 1n one instance. Farmers was cited to provide a notice wilhin 45 days of a proposed 
underwriting action to an insured. 
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9. [none instance. Fanners was cited fo r fa ilure to issue notice of a proposed action by 
certified mail or to maintain proof of the certified mail. 

10. ln one instance. Fanners was cited for failing ro include a statement that the insured 
action violated the insured's rating criteria or underv. riling standard on a notice. 

l l. In one instance. Farmers was cited for fai lure to provide at least 45 days notice prior to 
the effective date of the insurer's proposed premium increase due to a surcharge. retiering or 
other reclassification. or removal or reduction of a discount. 

12. ln one instance, Farmers was cited for failure to give a reason for acceptance of certain 
replacement cost valuations as required by the Company·s rating rule. 

13. ln some instances, Farmers was cited for failure to include all pertinent information 
required under Maryland insurance law for increases in premium for amounts listed on the 
premjum notices sent to policyholders. 
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EXAMINATION FINDINGS 

I. CLAI1V1S 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 Ytissouri 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 October 27. 2008. 

A claim file is determined in accordance with 20 CSR 100-8.040 and the NAIC lvfarket 
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 are presumed to indicate a general 
business practice contrary to the law. Errors indicating a failure to comply w ith 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 tbe payment or denial of a claim. 
• A fai lure to calculate claim benefits correctly. 
• A fai lure 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, an.d the time to make payment or 
provide a written denial. 

Missouri statutes require the Company to disclose to first-party claimants all pertinent 
benefits. coverage or other provisions of an insurance policy under which a claim is 
presented. Claim denials must be given to the claimant in wTiting, and the Company 
must maintain a copy in its claim files. 
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To test for compliance v:ith 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) tile payment of 
claims or the providing of an explanation for the denial of claims. 

DIFP regulations require companies to abide by the following parameters for claims 
processing: 

• Acknowledgement of the notification of a claim must be made within 10 
working days. 

• Completion of the investigation of a claim must be made v.itbin 30 calendar 
days after notification of the claim. If more time is needed, the Company 
must notify the claimant and send follow-up letters every 45 days. 

• Payment or denial of a claim must be made within 15 working days after the 
investigation of the claim is complete. 

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 reflected that the Company 
failed to meet these standards. the examiners cited the Company for noncompliance. 
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A. Farmers lnsnrance Exchange Commercial Auto Physical Damage Claims Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage claims paid and closed during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

87 
87 
Census 
1 
1.1% 
Yes 

The examiners noted the following exception during their review: 

The examiners found that the Company failed to provide a letter to the insured 
explaining why the file remained open more than 45 days after the initial 
notification of the claim and every 45 days thereafter regarding the following 
claim file. 

Claim Number 

1012077571 

Reference: §§ 374.205 and 375.1007(4), RSMo, 20 CSR l 00-1.050(1) (C). and 20 CSR 
300-2.100(3) (B) (as replaced by 20 CSR 100-8040(3) (B), eff. 7/30/08.) 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage claims paid and closed during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

87 
87 
Census 
I 
1.1% 
Yes 

The examiners noted the following exceptions during their review: 

The examiners found that the Company failed to adopt and implement reasonable 
standards for the prompt investigation and settlement of the following claim. as 
no denial letter was secured concerning the vehicle coverage of the automobile 
operated by the responsible driver to determine the basis for closing the file v.ith 
no further investigation done. 1n addition, the Company fai led to investigate the 

21 



potential for subrogation and recovery of all or part of the insured's deductible 
interest. 

Claim Number 

1012077571 

Reference: § 375.1007(3). RSMo 

Although not included in the error ratio listed above. the fol lowing claim was considered 
as an individual violation, and did not qualify as a general business practice violation that 
would have been included in the error ratio. 

The examiners found that the Company failed to clearly document the following 
claim file showing the inception. handling and disposition the claim. The fiJe 
failed to document the subrogation potential. Therefore, the exammers were 
unable to determine if the settlements were fair and equitable. 

Claim Number 

1012077571 

Reference:§ 374.20S, RSMo, and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B), eff. 7/30/08.) 

B. Farmers Insurance Exchange Commercial Auto Medical .Payments Claims Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Medical Payments claims paid and closed during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

1 
1 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Medical Payments claims paid and closed during the examination period. 
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Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Withjn DIFP Guidelines: 

Census 
1 
100.0% 
No 

The examiners noted the following exception during their review: 

The examiners found that the Company llllSrepresented relevant facts or policy 
provisions to the follo""ing claimant relating to coverages at issue, by failing to 
disclose that Workers Compensation coverage \!\'as primary, therefore resulting in 
the follo"ving overpayment. 

Claim Number Claim Overpayment 

1008876131 $1.191 

Reference: § 375.1007(1), RSMo, and 20 CSR 100-I.020(1)(A) and (B). and Policy 

Provisions 

Although not included in the error ratio listed above. the following claims were 
considered as individual violations. and did not qualify as general business practice 
violations that would have been included in the error ratio. 

1. The Company failed to document that the Compan) tried to investigate 
whether Workers Compensation was primary and the :\iiedical Payments 
coverage was applicable. the examiners determined that no reasonable and 
prompt investigation occurred. 

Claim Number 

l008876131 

Reference: § 374.205, RSMo, and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B), eff. 7/30/08.) 

2. The examiners found that the Company failed to clearly document the 
following claim file sho~ing the inception. handling and disposition of the 
claim. Because the file fruled to document the disposition of the Workers 
Compensation claim that was documented as active with another carrier. the 
examjners were unable lo determine if the Medical Payments settlement was 
fair and eqwtable. 

Claim Number 

1008876131 
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Reference: § 3 74.205. RSMo. and 20 CSR 300-2.100 (as replaced b) 20 CSR 100-
8.040(3) (B), eff. 7130/08) 

3. The examiners found that the Company failed to document the following 
claim fi le with a copy of a written denial letter to a firsL part) claimant with a 
specific reference to a policy provision. condition. or exclusion. 

Claim Number 

1008876131 

Reference: § 374.205, RSMo. and 20 CSR 300-2. l 00(3) (B) (as amended 20 CSR I 00-
8.040(3)(B), eff 7/30/08) 

C. Farmers Insurance Exchange Commercial Auto Bodily l njury Claims Paid 

1. Claim Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Bodily Injury claims closed with payment during the examination period. 

Field Size: 
ample Size: 

Type of Sample: 
Number of Errors: 
Error Ratio: 

16 
16 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair ettlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Bodily Injury claims closed ~ith payment during the examination period. 

Field Size: 
ample Size: 

Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

16 
16 
Census 
4 
25.0% 
No 

The examiners found that the Company failed to atcempt in good faith to 
effectuate fair and equitable settlements of the following four claim files. resulting 
in the follov.ing two underpa)'ments. The Compan) failed to reimburse the 
insured the deductible amount after subrogation was made. After the examiners 
notified the Compan), one of the following two claim underpayments was paid. 
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The $116.67 underpayment was not made. The two following claims where no 
underpayment was made, were as a result of the Company attempting to settle 
with the claimants while they were still treating. Settlements were made far in 
excess of the original offer after treatment was completed. 

Claim Number 

1010660300 

1010552977 

1010201489 

1011828777 

Reference: §§ 375.1007(4) and 408.020 RSMo 

Claim Underpayment 

$250 

$None 

$116.67 

$None 

Although not included in the error ratio Listed above in this section of the repon, the 
following claims were considered as individual violations, and did not qualify as a 
general business practice violation that woul.d have been included in the error ratio. 

The examiners noted the following exceptions during their review: 

1. The examiners found that the Company failed to include in the following 
claim file. a copy of a Missouri sales tax affidavit concerning the claimant's 
total loss vehicle. 

Claim Number 

1008378933 

Reference: §§ 144.027, 374.205, and 375.1007(3) RSMo, and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3., eff. 7/30/08) 

2. The examiners found that the Company fai led to clearly document the 
follo1wing claim file showing the inception, handling and disposition of the 
claim. The file fai led to document if Medical payments coverage was 
available to the insured. 

Claim Number 

1010660300 

Reference: § 374.205, RSMo. and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B). eff. 7/30/08.) 
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D. Farmers Insurance E~change Commercial Auto oinsured/Cnderin ured 
Motorist Claim Paid 

1. Cl-aim Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Underinsured Motorist claims closed with payment during the 
examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

I 
1 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair ettlement and General Handling Practices 

The examiners requested a sample from Lhe total population of ~1issouri Commercial 
Auto Uninsured/Underinsured Motorist claims closed \-\ ith payment during the 
examination period. 

Field Size: 
Sample ize: 
Type of ample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

l 
1 
Census 
l 
100.0% 

0 

The examiners noted the fol lowing exception during their review. Please note that the 
follo\.\ing claim was considered as an individual violation. and did not qualif) as a 
general business practice violation. 

The examiners found that the Company failed to clear!) document the follo"' ing 
claim file sho\.ving the inception, handling and disposition of the claim. The fiJe 
failed to document ho\\ the Uninsured Motorist settlement range '"as arriYed at. 
Therefore. the examiners could not determine how the settlement was handled and 
its disposition. 

Claim Number 

1008876131 

Reference: § 374.205. and 20 CSR 300-2.100(3) (8) (as replaced by 20 CSR 100-
8.040(3) (8). eff. 7/30/08.) 
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E. Farmers Insurance Exchange Commercial Auto Subrogation Claims Paid 

1. CJaims Time Studies 

According to the Company. there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners ,,·ere made aware of this, and kept 
in mind subrogation potential on claims where it \Vas recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

According to the Company, there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of this, and kept 
in mind subrogation potential on claims where it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

F. Farmers Insurance Exchange Commercial A uto Total Loss Claims Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Total Loss claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

13 
13 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 
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2. Unfair Settlement and Genera] Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Total Loss claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

13 
13 
Census 
3 
23% 
No 

The examiners noted the following exceptions during their review. Please note that the 
following claims were considered as individual violations, and did not qualify as general 
business practice violations. 

The examiners noted the following exceptions during their review: 

The examiners found that the Company failed to include in the following three 
claim files, a copy of a Missouri sales tax affidavit concerning the 
insured's/claimaaf s total loss vehicle. 

Claim Number 

10102)2895 

1011339043 

10107751 16 

Reference: §§ 144.027, 3 74.205, and 375.1007(3) RSMo, and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3., eff. 7/30/08) 

G. Farmers Insurance Exchange Commercial Auto Physical Damage Claims Closed 
Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

38 
38 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 
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2. Unfair ettlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage claims closed v.ithout pa) ment during the examination period. 

Field Size: 
Sample ize: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

38 
38 
Census 
3 
7.9% 
~o 

The examiners noted the follov{ing exceptions during their re\ iew: 

1. The examiners found that the Company failed to clearl) document the 
following two claim files showing the inception. handling and disposition of 
the claims. The files failed to document in the file notes ho\\ the claims were 
handled and their dispositions. Therefore. the examiners were unable to 
determine their handling and dispositions in accordance \vith Missouri law. 

Claim Number 

1011799411 

1009821549 

Reference: §§374.205 and 375. 1007(4). RSMo. 20 CSR 100-1.050(1) (C). and 20 C R 
300-2.100(3) (B) (as replaced b} 20 CSR I 00-8040(3) (B). eff. 7130/08.) 

2. The examiners found that the Company failed to attempt in good faith to 
effectuate fair and equitable settlements of the following claim in which 
liability was reasonabl} clear. During negotiations. the Compan} made the 
following statement. ··Med pay has taken care of her bills." The claimant's 
Medical Payments coverage should not influence a reduction or consideration 
into the bodily injury settlement and therefore. led to an undetermined. less 
than fair and equitable bodily injury settlement. 

Claim Number 

1010660300 

Reference: § 375.1007(4), RSMo 

Although not included in the error ratio liS1ed above in this section of the report. the 
follO\.\ing claim numbers were considered as individual violations. and did not qualify as 
general business practices violations that would have been included in the error ratio. 

19 



The examiners found that the Compan) failed to document the following two 
claim files with a copy of a ,uit1en denial letter to a first party claimant ,,ith 
specific reference to a policy provision, condition, or exclusion. 

Claim Number 

1012379336 

1011185784 

Reference: §§374.205. 375.1007(12). 20 CSR 100-l.OSO(l)(A). and 20 CSR 300-
2.100(3) (B) (as replaced by 20 CSR 100-8.040(3)(8). eff. 7/30/08) 

H. Farmers In urance Exchange Commercial Auto :\ledical Payments Cla im 
Clo ed \Vitbout Payment 

1. Claim Time Studie 

The examiners requested a sample from the total population of .\,1issouri Commercial 
Auto Medical Payments claims closed ,,.,ithout pa)ment during the examination period. 
According to the Company, there were no claims in this population to sample. The 
examiners discovered no e, idence to the contrar) . 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair ettlement and General Handling Practices 

The examiners requested a sample from the totaJ population of Missouri Commercial 
Auto Medical Payments claims closed without payment during the examination period. 
According to the Company. there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners disco, ered no issues or concerns. 
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L Farmers Insurance Exchange Commercial Auto Bodil) Injury Claims Clo ed 
Without Payment 

1. Claim Time Studie 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Bodily lnjW) claims closed without payment during the examination period. 

Field Size: 
Sample ize: 
Type of ample: 
Number of Errors: 
Error Ratio: 

3 
"\ 
) 

Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair ettlement and General Handling Practice 

The examiners requested a sample from I.he total population of Missouri Commercial 
Auto Bodily Injury claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

3 
3 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

J. Farmers In uraoce Exchange Commercial Auto Subrogation Claims Clo ed 
Without Payment 

1. Claim Time Studie 

According to the Company. there \.\·ere no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of this, and kept 
in mind subrogation potential on claims where it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners disco, ered no issues or concerns. 
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2. Unfair Settlement and General Handling Practices 

According to the Company, there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of this, and kept 
in mind subrogation potential on claims where it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

K. Farmers Insurance Exchange Commercial Auto Total Loss Claims Closed 
Without Payment 

1. Claims Time Studies 

The -examiners requested a sample from the total population of Missouri Commercial 
Auto Total Loss claims closed withom payment during the examination period. 
According to the Company. there were no claims in this population to sample. Toe 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Total Loss claims closed without payment during the examination period. 
According to the Company. there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 
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L. Farmers In urance Exchange Commercial Auto L ninsured/Underin ured 
Motorist Claim Closed \Vithout Payment 

1. Claim Time Studie 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Underinsured Motorist claims closed v. ithout payment during the 
examination period. According to the Company. there were no claims in this population 
to sample. The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair ettlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Uoderinsured !v1otorist claims closed \\ ithout payment during the 
examination period. According to the Company, there were no claims in this population 
to sample. The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 

umber of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

1\-1. Mid-Century Insurance Company Private Pa sen ger Auto Physical Da mage 
Claim Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of paid Missouri Private 
Passenger Auto Physical Damage claims paid during the examination period. 

Field Size: 
ample Size: 

Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

4.173 
100 
Random 
l 
1.0% 
Yes 
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The examiners noted the fo llowing exception during their review: 

The examiners found that the Compan) failed to provide a letter to the insured 
explaining why the file remained open after 45 days of the initial notification of 
the claim and every 45 days thereafter regarding the following claim file. 

C laim Number 

1010501464 

Reference: § 375.1007(4), RSMo, 20 CSR 100-1.050(1) (C), and 20 CSR 300-2.100(3) 
(B) (as replaced by 20 CSR 100-8.040(3) (B), eff. 7/30/08.) 

2. Unfair Settlement and Genera] Handling Practices 

The examiners requested a sample from the total population of paid Missouri Private 
Passenger Auto Bodily Injury claims during the examination period. 

The examiners requested a sample from the total population of paid Missouri 
Private Passenger Auto Physical Damage claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

4, 173 
100 
Random 
1 
1.0% 
Yes 

The examiners noted the following exception during their review. Please note that the 
following claim was considered as an individual violation. and did not qualify as a 
general business practice violation. 

The examiners found that the Company fa iled to include in the following claim 
fi le, a copy of a Missouri sales tax affidavit concerning the insured's/claimanf s 
total loss vehicle. 

Claim Number 

1011963092 

Reference: §§ 144.027, 374.205, and 375. 1007(3) RSMo. and 20 CSR 300-2. 100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3 .. eff. 7/30/08) 
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N. Mid-Ceotu~· lnsu_rance Company Private Passenger Auto Medical Pa) men ts 
Claims Paid 

1. Claim Time Studie 

The examiners requested a sample from the total population of \.1issouri Private 
Passenger Auto Medical Pa) ments claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

806 
100 
Random 
32 
32.0% 
~o 

The examiners noted the following exceptions duri ng their revie,v: 

1. The examiners found that the Company failed to pro'\ ide a letter to the insured 
explaining why the file remained open after 45 days of the initial notification 
of the claim and every 45 days thereafter regarding the following 32 claim 
files. 

Claim Number Claim Number 

1007644506 1006193886 

I 011324082 1010103120 

1010999328 1007004239 

1009856618 1009115025 

1005964100 1006522766 

1008986498 1010191437 

1010042256 1009637417 

1010909190 1010180180 

10 11301201 1009108917 

1011139916 1011310173 

1010840145 1009068057 

1008985159 1009107791 

1009541641 1010621569 

1009550565 10099%252 

1009907719 1009679956 

1009324584 1011446394 
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Reference: § 375.1007(4). RSMo. 20 C R 100-1.050( 1) (C). and 20 C R 300-2.100(3) 
(B) (as replaced b) 20 CSR I 00-8040(3) (B). eff. 7/30/08.) 

2. Unfair ettlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Medical Payments claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DTFP Guide] ines: 

806 
100 
Random 
11 
11.0% 
No 

The examiners noted the following exceptions during their re,·iew: 

The examiners found that the Company failed to attempt in good faith to 
effectuate fair and equitable settlements of the following 11 claims in "" hich 
liabilit) was reasonabl) clear. In these instances the Compan) issued pa)'mems 
concerning the ~1edica1 Payments coverage of the claims without requiring the 
completion of the Company's Application For Benefits Form (AFB) when other 
insureds were required to complete the AFB. 

Claim Number Claim Number 

1010573608 1009115025 

1009717600 1010867110 

1010042256 10 12797678 

1009176563 10 11 310173 

10108401 45 1009550565 

1009996252 

Reference: § 375.1007(4), RSMo 

Although not included in the error ratio listed above in this section of the report the 
following claim numbers were considered as individual violations. and did not qualif} as 
general business practices violations that would have been included in the error ratio. 

The examiners noted the follov.ing exceptions during their re,iew: 
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I. The examiners found that the Compan~ failed to include in the follov,ing two 
claim files. a copy of a Y1issouri sales tax affidavit documenting the date of 
payment. concerning the insured's/claimanf s total loss vehicle. 

Claim umber 

1009348220 

1008652408 

Reference: § I 44.027. 374.205. and 375. I 007(3) RS~fo. and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR I 00-8.040(3) (B) 3 .. eff. 7130/08) 

2. The examiners found that the Company failed to clearly document the 
follo\\ing claim file shm\ing the inception. handling and disposition of the 
claim. The file failed to document ho,, the Company determined the ~edical 
Payments amount that was paid. Therefore. the examiners were unable to 
determine whether the Company attempted in good faith to effectuate prompt, 
fair and equitable settlement of the claim in which liabilil) \\ as reasonably 
clear. 

Claim umber 

1010446831 

Reference: § 374.205. RS Mo, and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B). eff. 7/30/08.) 

3. The examiners found that the Compan) failed to document the following two 
claim files with a copy of a v. ritten denial letter to a first part) claimant with 
specific reference LO a policy provision. condition. or exclusion. 

Claim Number 

1010446831 

1011552234 

Reference: §§374.205. 375.1007(] 2). 20 CSR I 00-1.050( l )(A). and 20 CSR 300-
2.100(3) (B) (as amended 20 CSR I00-8.040(3)(8). eff. 7/30/08) 

0 . Mid-Century Insurance Company Private Pas enger Auto Bodily Injury Claims 
Paid 

1. Claim Time Studies 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Bodily InjUf) claims paid during the examination period. 
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Field ize: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

1.599 
100 
Random 
3 
3.0% 
Yes 

The examiners noted the following exceptions during their revie\v: 

The examiners found that the Compan) failed to respond to all pertinent 
communications from the following three claimants, which suggested that a 
response was expected within IO working days. 

Claim Number 

1010583168 

1009456402 

10 10036918 

Reference: § 375.1007(2). RSMo, and 20 CSR 100-1.030(2) (C) 

2. Unfair ettlement and General Handling Practice 

The examiners requested a sample from the total population of Missouri Pri, ate 
Passenger Auto Bodily Injur) claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

1.599 
100 
Random 
1 
1.0% 
Yes 

The examiners found that the Company failed to at1empt in good faith to 
effectuate fair and equitable settlements of the folio\\ ing claim in which liabilit) 
was reasonably clear. The Compan) attempted to settle bodily injury claims prior 
to claimants being released from the doctor in some claims. and did not do so in 
others, as documented in the follov:ing claim. resulting in an unfair and 
inequitable treatment of claimants. 

Claim Number 

1002524179 

Reference: § 375.1007(4), R Mo 
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Although not included in the error ratio listed abo"e in this section of the report. the 
fo llowing 15 claim numbers \Vere considered as individual violations. and did not qualify 
as general business practices Yiolations that would ha,·e been included in the error ratio. 

The examiners noted the follO\-\IDg exceptions during their revie\v: 

The examiners found that the Company fa iled to include a cop) of a Missouri 
sales tax affidavit or the payment date concerning the insured·s/claimant's total 
loss vehicle in the follo,\ing 15 claim files. 

Claim Number Claim Number 

1007605114 1009382338 

1009999365 1011963092 

1007871857 1005849114 

1009167070 10 10923113 

10035 19674 1004293156 

1006178200 1005319482 

1006014386 101 1142527 

1010946452 

Reference: §§ 144.027. 374.205. and 375.1007(3) RSMo. and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3 .. eff. 7.30/08) 

P. Mid-Century ln urance Compan} Private Pa seoger Auto 
Unio ured/Underinsored Motorist Claim Paid 

l. Claims Time Studies 

The examiners requested a sample from the total population of ~lissouri Private 
Passenger Auto Uninsured/l,nderinsured Motorist claims paid during the examination 
period. 

Field Size: 
Sample ize: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within Dlf P Gwdelines: 

97 
97 
Census 
36 
37.1% 
No 

The examiners noted the following exceptions during their re,i ew: 

39 



The examiners found that the Company failed to pro, ide a letter to the insured 
explaining , ... hy the file remained open after 45 days of the initial notification of 
the claim and every 45 days thereafter regarding the follo\\ ing 36 claim files. 

Claim Number Claim Number 

GC194235 04083093 

1009336837 GC166861 

GCl581 15 1011232690 

101 1324082 GC195358 

1009917171 1008985880 

1009262482 1009485369 

1004142162 1007889405 

1011118039 1006383066 

1011 381508 1006429908 

1009454326 1008760934 

l 008681101 1010241436 

1010970240 1009394799 

100901 1878 100921876-+ 

1010405461 1011624270 

1008471521 1008943293 

1009962179 1010870072 

1010042256 1011509778 

1010988359 1010180180 

Reference:§ 375.1007(4), R Mo, and 20 CSR 100-1.050(1) (C). 
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2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Total Loss claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

97 
97 
Census 
6 
6.2% 
>fo 

1. The examiners found that the Company failed to clearly document the 
following two claim fi les showing the inception, handling and clisposition of 
the claim. One fi le failed to document why it took 53 days after the damage 
was estimated, to repair the insured's vehicle and the other for failing to 
document why a Medical Payments claim and reserYe for $2,000 was closed 
without payment. 

Claim Number 

1011324082 

1008500303 

Reference:§§ 374.205 and 375.1007(4), RSMo, 20 CSR 100-1.050(1) (C). and 20 CSR 
300-2.100(3) (B) (as replaced by 20 CSR 100-8040(3) (B), eff. 7/30/08.) 

2. The examiners found that the Company did not attempt in good faith to 
effectuate prompt, fair and equitable settlement of the claims and failed to 
implement reasonable standards for the prompt settlement of claims in that the 
Company required the claimants listed below to complete an Application for 
Benefits (AFB) form in order to make a claim for medical payments. Other 
claimants, listed on page 36 of this report. received medical payment benefits 
without completing an AFB form, and the Strategy Section of the Company's 
Claim· s Guidelines states: ' 'If coverage is in order. and there is 
documentation to suggest the treatment is related to the claim, payments can 
be made without the receipt of the AFB. unless the jurisdiction states 
otherwise.•· The examiners also found that the Company fai led to pay the 
medical payments portions of the claims below without conducting a 
reasonable investigation to detennine the extent of injuries suffered by the 
claimants and the extent of mectical bills incurred by the claimants. Following 
the initial criticism received from the examiners, the Company made payment 
of $5,000 on claim number 1009597646 and of $5,000 on claim number 
1004637852. 
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Claim Number 

1004637852 

1007971598 

1009597646 

1008500303* 

Claim Undemavment 

$5,000 

$2,000 

$5,000 

$2.000 

Reference: §§ 375.1007(3). (4), and (6). 408.020 RSMo and the Company's MED/PIP 

Claims Handling Guidelines. 

3. The examiners found that the Company failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the 
following claim arising under its policies. The Company failed to investigate 
the damages to the insured's vehicle and failed to determine if the damage 
exceeded the collision deductible. 

Claim Number 

I 008471521 

Reference: § 375.1007(3) and (4) RSMo 

4. The examiners found that the Company fa iled to attempt in good faith to 
effectuate fair and equitable settlements of the follov.,ing claim in which 
liability was reasonably clear. The Company attempted to settle an insured's 
Uninsured Motorist claim prior to the insured being released from the doctor. 
This practice occurred in some claims, and did not occur in others, as 
documented in the follo'1.ri.ng claim. resulting in an unfair and inequitable 
treatment of claimants. 

Claim Number 

1008471521 * 

Reference: § 375.1007(4), RSMo 

* Although listed multiple times, the claim number listed above with an asterisk in this 
section of the report was only counted once in determining the error ratio. 

Although not included in the error ratio listed above in this section of the report~ the 
following claims were considered as individual violations, and did not qualify as general 
business practices violations that would have been included in the error ratio. 
The examiners noted the following exceptions during their review: 
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l. The examiners found that the Compan) failed to include a copy of a .Missouri 
sales tax affidavit documenting the date of payment. concerning the 
insured.s/claimanf s total loss vehicle in the follO\\ing two claim files. 

Claim ~umber 

1010996263 

1003280891 

Reference: §~ 144.027, 374.205. and 375.1007(3). RSMo. and 20 CSR 300-2.100(3)(B) 
3. (as replaced b)' 20 CSR I 00-8.0-+0(3)(8)3 .. eff. 7/30/08) 

2. The examiners found that the Compan) failed to document the follo\,ing 
claim file with a copy of a ,.,.Tinen denial letter to a first party claimant \\ith 
specific reference to a policy provision. condition. or exclusion. 

Claim Number 

1008500303 

Reference: §§ 374.205 and 375.1007( 12). RSMo. and 20 CSR 300-2.100(3)(8) (as 
replaced by 20 CSR 100-8.040(3)(B). eff. 7130108) 

Q. Mid-Century Insurance Company Private Pas enger Auto Subrogation Claims 
Paid 

1. Claim Time Studies 
According to the Compan). there were no claims in this population to sample as it was 
not able to identify subrogatfon claims. The examiners were made aware of this. and kept 
in mind subrogation potential on claims \\ here it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample ize: 
Type of Sample: 
Number of Errors: 
Error Ratio· 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Gnfair ettlement and General Handling Practice 

According to the Company. there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of this. and kept 
in mind subrogation potential on claims \\ here it v. as recognized. The examiners 
disco, ered no e, idence to the conlrar). 
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Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

R. Mid-Century Insurance Company Private Passenger Auto Total Loss Claims 
Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto TotaJ Loss claims closed with payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

1,415 
100 
Random 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Total Loss claims closed ""ith payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

1,415 
100 
Random 
3 
3.0% 
Yes 

The examiners noted the following exceptions during their review: 

1. The examiners found that the Company failed to attempt in good faith to 
effectuate fair and equitable settlements of the fol101wing claim in which 
liability was reasonably clear. The Company settled the insured's Medical 
Payments coverage claim for funeral expenses in the amount of $2,000 
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without taking into consideration that there was a $2,500 endorsement 
coverage limit resulting in the following claim underpayment. 

Claim Number 

1009364088 

Reference: §§ 375.1007(4) and 408.020 RSMo 

Claim Underpayment 

$500 

2. The examiners found that the Company fai led to attempt in good faith to 
effectuate fair and equitable settlements of the follov.ring claim in which 
liability was reasonably clear. The Company failed to investigate whether the 
insureds wanted to pursue Medical Payments coverage claims. Therefore. the 
examiners were unable to determine if the claim V\laS prompt, fair and 
equitable. 

Claim Number 

1009894706 

1011633056 

Reference: § 375.1007(4) RSMo 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

1.415 
100 
Random 
2 
2.0% 
Yes 

l . The examiners found that the Company failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the 
follo'"'ing two claims arising under its policies. The Company failed to 
investigate whether the insureds wanted to pursue Medical Payments coverage 
claims. 

Claim Number 

1009894706 

1011633056 

Reference: § 375.1007(3) RSMo 

Field Size: 
Sample Size: 
Type of Sample: 

1.415 
100 
Random 
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Number of Errors: 2 
Error Ratio: 2.0% 
Within DIFP Guidelines: Yes 

1. The examiners found that the Company failed to disclose all pertinent benefits 
and coverages at issue to the following two. first-party claimants. The 
Company failed to advise the insureds that Medical Payments coverage 
existed. 

Claim Number 

1009894706 

1011633056 

Reference: § 375.1007(1) and 20 CSR 100- l.020( l )(A) and (B) 

Although not included in the error ratio listed above in this section of the report. the 
following 18 claim numbers were considered as individual violations, and did not qualify 
as general business practices violations that would have been included in the error ratio. 

The examiners noted the follov.ring exceptions during their review: 

The examiners found that the Company fai led co include in the follov.ing 18 claim 
files. a copy of a Missouri sales tax affidavit or the payment date. concerning the 
insured's/claimanf s total loss vehicle. 

Claim Number Claim Number 

1007005889 1008963085 

1004507539 100371714S 

1007110713 1011245757 

1003918739 1004373712 

1010932888 1012138232 

1011801761 1011284078 

1007381215 1010945877 

1009396739 1012942583 

1010644105 1011776383 

Reference: §§ 144.027, 374.205. and 375.1007(3) RSMo, and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3., eff. 7/30/08) 
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S. Mid-Century Insurance Company Commercial Auto Phys ical Damage Claims 
Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage claims closed with payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

9 
9 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners reviewed the total population of Missouri Commercial Auto Physical 
Damage claims closed with payment during 1he examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

9 
9 
Census 
1 
11.1% 
No 

The examiners noted the following exception during their review: 

1. The examiners found that the Company failed to adopt and implement 
reasonable standards for the prompt investigation and settlement of the 
following claim arising under its policies. The Company failed to attempt to 
settle a claim, kno\.vi.ng that an injury occurred, leaving the insured with an 
unnecessary liability exposure. 

Claim Number 

1012430480 

Reference: § 375.1007(3). RSY1o 

T. Mid-Century Insurance Company Commercial Auto Medical Payments Claims 
Paid 

1. Claims Time Studies 
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The examiners requested a sample from the total population of Missouri Commercial 
Auto Medical Payments claims closed with payment during the examination period. 
According to the Company. there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and Genera] Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Medical Payments claims closed with payment during the examination period. 
According to the Company. there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

U. Mid-Century Insurance Company Commercial Auto Bodily Injury Claims Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
A uto Bodily Injury claims closed with payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

2 
2 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Bodily Injury claims closed with payment during the examination period. 
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Field Size: 
Sample Sjze: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP GwdeJines: 

2 
2 
Census 
1 
50.0% 
No 

The examiners noted the following exception during their review. Please note that the 
following claim was considered as an inruviduaJ violation, and rud not qualify as a 
general business practice violation. 

The examiners found that the Company failed to include a copy of a Missouri 
sales tax affidavit concerning the insured·s total loss vehicle in the follov.ring 
claim fi le. 

Claim Number 

1003632534 

Reference: §§ 144.027, 374.205, and 375.1007(3) RSMo, and 20 CSR 300-2.l00(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3., eff. 7/30/08) 

V. Mid-Century Insurance Company CommerciaJ Auto Gninsured/Underinsured 
Motorist Claims Paid 

1. Claims Time Studies 

The exarniners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Underinsured Motorist claims closed without payment during the 
examination period. According to the Company. there were no claims in this population 
to sample. The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners ruscovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Underinsured Motorist claims closed without payment during the 
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examination period. According to the Company. there were no claims in this population 
to sample. The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

W. Mid-Century Insurance Company Commercial Auto Subrogation Claims Paid 

1. Claims Time Studies 

According to the Company, there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of this, and kept 
in mind subrogation potential on claims where it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

According to the Company, there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of this, and kept 
in mind subrogation potential on claims where it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

X. Mid-Century Insurance Company CommerciaJ Auto Total Loss Claims Paid 
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1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Private 
Commercial Auto Total Loss C1aims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

1 
1 
Census 
0 
0.0% 

The examiners djscovered no issues or concerns. 
2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Private 
Commercial Auto Total Loss Claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

I 
1 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

Y. Mid-Century Insurance Company Private Passenger Auto Physical Damage 
Claims Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Physical Damage Claims closed ""'i thout payment during the examination 
period. Accordfog to the Company, there were no claims in this population to sample. 
The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 
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The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Physical Damage Claims closed without payment during the examination 
period. According to the Company, there were no claims in this population to sample. 
The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

Z. Mid-Century Insurance Company Private Passenger Auto Medical Payments 
Claims Oosed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Privare 
Passenger Auto Medical Payments Claims closed without during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

134 
134 
Census 
2 
1.5% 
Yes 

1. The examiners found that the Company failed to provide a letter to the insured 
explaining why the file remained open after 45 days of the initial notification 
of the claim and every 45 days thereafter regarding the fol lowing two claim 
files. 

Claim Number 

1009856618 

1010821046 

Reference: §§ 374.205 and 375.1007(4), RSMo, 20 CSR 100-1.050(1) (C). and 20 CSR 
300-2.100(3) (B) (as replaced by 20 CSR 100-8040(3) (B), eff. 7/30/08.) 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 

134 
134 
Census 
1 
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Error Ratio: 
Within DIFP Guidelines: 

0.75% 
Yes 

2. The examiners found that the Company failed to respond to aU pertinent 
communications from the following claimant, which suggested that a response 
was expected within 10 working days. 

Claim Number 

1010821046 

Reference: § 375.1007(2), RSMo. and 20 CSR 100-1.030(2) (C) 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Medical Payments Claims closed without during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

134 
134 
Census 
6 
4.5% 
Yes 

The examiners noted the following exceptions during their review. Please note that the 
following claims were considered as individual violations. and did not qualify as general 
business practice violations. 

The examiners noted the fol]m,vin.g exceptions during their review: 

1. The examiners found that the Company failed to include in the following five 
claim files, a copy of a Missouri sales tax affidavit or the payment date. 
concerning the insured"s/claimanfs total loss vehicle. 

Claim Number 

1011180259 

1011714418 

1009728790 

Claim Number 

1011381898 

1009483622 

Reference: §§ 144.027, 374.205, and 375.1007(3) RSMo, and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3 .. eff. 7/30/08) 

2. The examiners found that the Company failed to clearly document the 
following claim file showing the inception. handling and disposition of the 
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claim. The file fai led to document what action the Company took after 
receiving a letter from an attorney. 

Claim Number 

1009140644 

Reference: § 374.205, RSMo, and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B). eff. 7/30/08.) 

AA. Mid-Century Insu_rance Company Private Passenger Auto Bodily Inju11, 
Claims Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Bodily Injury Claims closed ,,vithout payment during the examination 
period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

129 
129 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sampJe from the total population of Missouri Private 
Passenger Auto Bodily Injury Claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Withia DIFP Guidelines: 

129 
129 
Census 
4 
3.1% 
Yes 

The examiners noted the following exceptions during their review. Please note that the 
following claims were considered as individual violations. and did not qualify as general 
business practice violations. 
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Toe examiners found that the Company fa iled to include in the following four 
claim files. a copy of a Missouri sales tax affidavit or the payment date, 
concerning the insured's/claimant's total loss vehicle. 

Claim Number 

1006089374 

Claim Number 

1009526553 

1007561663 1008302735 

Reference: §§ 144.027, 374.205, and 375.1007(3) RSMo, and 20 CSR 300-2.100(3) (B) 
3. (as replaced by 20 CSR 100-8.040(3) (B) 3., eff 7/30/08) 

AB. Mid-Century Insurance Company Private Passenger Auto Subrogation Claims 
Closed Without Payment 

1. Claims Time StucUes 

According to the Company. there were no claims in this population to sample as it was 
not able to identify subrogation claims. The examiners were made aware of thjs, and kept 
in mind subrogation potential on claims where it was recognized. The examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

According to the Company, there were no claims in lhis population to sample as it was 
not able to identil)· subrogation claims. The examiners were made aware of this, and kept 
in mind subrogation potential on claims where it was recognized. Toe examiners 
discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 
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AC. Mid-Century Insurance Company Private Passenger Auto Total Loss Claims 
Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Total Loss Claims closed without payment during the examination 
period. According to the Company, there were no claims in this population to sample. 
The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

Toe examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Total Loss Claims closed without payment during the examination 
period. According to the Company, there were no claims in this population to sample. 
The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
N umber of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

AD. Mid-Century Insurance Company Private Passenger Auto 
Uninsured/Underinsured Motorist Claims Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the totaJ population of Missouri Private 
Passenger Auto Uninsured/Underinsured Motorist Claims closed without payment during 
the examination period. 
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Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DfFP Guidelines: 

3 1 
31 
Census 
9 
32.3% 
No 

The examiners noted the fo llowing exceptions during their review: 

The examiners found that the Company failed to provide a letter to the insured 
explaining why the file remained open after 45 days of the initial notification of 
the claim and every 45 days thereafter regarding the following nine claim files. 

Claim Number Claim Number 

1004988131 1010144575 

1007089607 101 1674238 

10091089 17 1010591159 

1010713803 1009320775 

1009929561 

Reference:§§ 374.205 and 375.1007(4), RSMo, 20 CSR 100-1.050(1) (C). and 20 CSR 
300-2.100(3) (B) (as replaced by 20 CSR 100-8040(3) (B). eff. 7/30/08.) 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
\Vithin DIFP Guidelines: 

31 
31 
Census 
l 
3.3% 
Yes 

The examiners found that the Company failed to respond to all pertinent 
communication from the following claimant. w hich suggested that a response was 
expected "wi thin l O working days. 

Claim Number 

1010621569 

Reference: § 375.1007(2), RSMo, and 20 CSR l 00-1.030(2) (C) 

2. Unfair Settlement and General Handling Practices 
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The examiners requested a sample from the total population of Missouri Private 
Passenger Auto Uninsured/Underinsured Motorist Claims closed v,ithout payment during 
the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

31 
31 
Census 
4 
12.9% 
No 

The examiners noted the following exceptions during their review: 

The examiners found that the Company misrepresented relevant facts or policy 
provisions to the following four claimants relating to coverages at issue. by 
requiring the insureds to submit medical bills within 60 days of treatment when 
the endorsement containing this language was not part of the policies. 

Claim Number 

1004988131 

1010591159 

Claim Number 

1009108917 

1009929561 

Reference: § 375.1007(1) and 20 CSR 1.020(1 )(A) and (B), and Policy Provisions 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

31 
31 
Census 
1 
3.2% 
Yes 

The examiners found that the Company failed to adopt and implement reasonable 
standards for the prompt investigation and settlement of the following claim 
arising under its policies of the following claim. The Company failed to 
investigate the subrogation potential and potential recovery of all or a portion of 
the insured· s deductible. 

Claim Number 

1011777115 

Reference: § 375 .1007(3) RSMo 
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Although not included in the error ratio listed above in this section of the report. the 
following cJaim number was considered an individual violation. and did not qualify as 
general business practices violations that would have been included in the error ratio. 

The examiners found that the Company fai led to clearly document the following 
claim file showing the inception.. handling and disposition of the claim. The file 
failed to document how the Company determined the percentage of negligence. 

Claim Number 

10117771 15 

Reference: § 374.205, RSMo. and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B), eff. 7/30/08.) 

AE. Mid-Century Insurance Compa.ny Commercial Auto Physical Damage Claims 
Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage Claims closed without payment during the examination period. 
According to the Company, there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Physical Damage Claims closed without payment during the examination period. 
According to the Company. there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 
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AF. Mid-Century Insurance Company Commercial Auto Medical Payments Claims 
Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of M.issouri Commercial 
Auto Medical Payment Claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Hand Jing Practices 

Th.e examiners requested a sample from the total population of Missouri Commercial 
A uto Medical Payment Claims closed without payment during t h.e examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

1 
1 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

AG. Mid-Century [nsurance Company CommerciaJ Auto Bodily Injury Claims 
Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Bodily Injury Claims closed without payment during the examination period. 
According to the Company. there were no claims in th.is population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 
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The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of M issouri Commercial 
Auto Bodily Injury Claims closed without payment during the examination period. 
According to the Company, there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 
AH. Mid-Century Insurance Company Commercial Auto Subrogation Claims 
Closed Without Payment 

1. Oaims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Subrogation claims closed without payment during the examination period. 
Accord ing to the Company, there were no claims in this population to sample. The 
Company was not able to identify subrogation claims for the examiners to sample from. 
The examiners were made aware of this. and kept in mind subrogation potential on 
claims where it was recognized. The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Subrogation claims closed '-Vithout payment during the examination period. 
According to the Company, there were no claims in this population to sample. The 
Company was not able to identify subrogation claims for the examiners to sample from. 
The examiners were made aware of this, and kept in mind subrogation potential on 
claims where it was recognized. The examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 

0 
0 
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Type of Sample: 
Number of Errors: 
Error Ratio: 

Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

AI. Mid-Century Insurance Company CommerciaJ Auto TotaJ L oss Claims Closed 
Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Total Loss Claims closed without payment during the examination period. 
According to the Company, there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 0 
Sample Size: 0 
Type of Sample: Census 
Number of Errors: 0 
Error Ratio: 0.0% 

The examiners discovered no issues or concerns. 

2. Unfafr Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto TotaJ Loss Claims closed \¥ithout payment during the examination period. 
According to the Company, there were no claims in this population to sample. The 
examiners discovered no evidence to the contrary. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

0 
0 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

AJ. Mid-Century Insurance Company Commercial Auto Uninsured/Gnderinsured 
Motorist Cla.ims Closed Without Payment 

1. Claims T ime Studies 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Underinsured Motorist Claims closed without payment during the 
examination period. 
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Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

Census 
0 
0.0% 

Toe examiners discovered no issues or concerns. 

2. Unfair Settlement and Genera] Handling Practices 

The examiners requested a sample from the total population of Missouri Commercial 
Auto Uninsured/Underinsured Motorist Claims closed without payment during the 
examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

1 
l 
Census 
0 
0.0% 

The examiners discovered no issues or concerns. 

AK. Farmers Insurance Exchange Homeowners Claims Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Homeowners 
Claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

1.020 
100 
Random 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

Toe examiners requested a sample from the total population of Missouri Homeowners 
Claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 

1,020 
100 
Random 
1 
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Error Ratio: 1.0% 

The examiners noted the following exception during their review: 

1. The examiners found that the Company failed to attempt in good faith to 
effectuate fair and equitable settlements of the following claim in which 
liability was reasonably clear. The Company attempted to settle an insured's 
roof damage claim v.rithout follov.ring generally accepted repair practices. 
resulting in an unfair and inequitable treatment of claimants and the follov.ring 
claim underpayment. 

Claim Number 

1011541399 

Reference: §§ 375.1007(4) and 408.020 RSMo 

Claim Underpavment 

$1.041.95 

AL. Farmers Insurance Exchange Homeowners Claims Closed Without Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Homeo\.VIlers 
Claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

602 
100 
Random 
0 
0.0% 

The examiners discovered no issues or concerns. 

2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Homeo\-vners 
Claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

602 
100 
Random 
0 
0.0% 
Yes 

The examiners noted the follov.ring exceptions during their review. Please note that the 
following claims were considered as individual violations, and did not qualify as general 
business practice violations. 
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1. The examiners found that the Company failed to document the following 
claim file with a copy of a written denial letter to a first party claimant with 
specific reference to a policy provision, condition, or exclusion. 

Claim Number 

1011764587 

Reference: § 374.205, RSMo. and 20 CSR 300-2.100(3) (B) (as amended 20 CSR 100-
8.040(3)(B), eff. 7/30/08) 

2. The examiners found that the Company failed to clearly document the 
following claim file sho"'ing the inception, handling and disposition of the 
claim. The file failed to document the age of the roof Therefore, tbe 
examiners were unable to determine if depreciation should have been 
considered, if the settlement was correct. and if the insured was treated fairly, 
and equally. 

Claim Number 

1012779160 

Reference:§ 374.205. RSMo, and 20 CSR 300-2.100(3) (B) (as replaced by 20 CSR 100-
8040(3) (B). eff. 7/30/08.) 

AM. Mid-Century Insurance Company Homeowners Claims Paid 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Homeowners 
Claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

7,322 
100 
Random 
2 
2.0% 
Yes 

The examiners noted the following exceptions during their review: 

The examiners found that the Company failed to provide a letter to the insured 
explaining why the file remained open after 45 days of the initial notification of 
the claim and every 45 days thereafter regarding the follov.:ing two claim files. 

Claim ;-,Jumber 
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1011649203 

1009203806 

Reference: §§ 374.205 and 375.1 007(4), RSMo. 20 CSR 100-1.050(1) (C), and 20 CSR 
300-2.1 00(3) (B) (as replaced by 20 CSR 100-8040(3) (B), eff. 7/30/08.) 

2. unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missouri Homeowners 
Claims paid during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 
Within DIFP Guidelines: 

7,322 
100 
Random 
I 
1.0% 
Yes 

The examiners noted the fo lJowing exception during their review: 

The examiners found that the Company failed to disclose all pertinent benefits 
and coverages at issue to the following first part) claimant. The Company failed 
to explain to the insured that $1,499.54 in recoverable depreciation was available 
within 180 days after the loss, resulting in the following claim underpayment. 

Claim Number 

1009696107 

Claim Underpavment 

$1,499.54 

Reference: §§ 375.1007(1) and (4), and 408.020 RSMo and 20 CSR I 00- 1.020(1 )(A) 
and (B) 

AN. Mid-Century lnsurance Company Homeowners Claims Closed Without 
Payment 

1. Claims Time Studies 

The examiners requested a sample from the total population of Missouri Homeowners 
Claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

2,575 
100 
Random 
0 
0.0% 

The examiners discovered no issues or concerns. 
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2. Unfair Settlement and General Handling Practices 

The examiners requested a sample from the total population of Missourj Homeowners 
Claims closed without payment during the examination period. 

Field Size: 
Sample Size: 
Type of Sample: 
Number of Errors: 
Error Ratio: 

2,575 
100 
Random 
0 
0.0% 

The examiners djscovered no issues or concerns. 

AO. Practices Not In The Best Interest of Missouri Cons umers 

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 issues or concerns. 
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II. COMPLAINTS 

This section of the report is designed to provide a review of the Company· s complaint 
band.ling 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 Company·s complaint registry, dated January l. 2007. 
through October 27. 2008. 

A. Farmers Insurance Exchange Complaints Sent Directly to the DIFP 

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 300-2.200(3)(D) (as replaced by 20 CSR l 00-8.040(3)(D) eff. 
7/30/08). 

The examiners discovered no issues or concerns. 

B. Farmers Insurance Exchange Complaints Sent Directly to the Company 

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 300-2.200(3)(D) (as replaced by 20 CSR I 00-8.040(3)(0) eff. 
7/30/08). 

The examiners discovered no issues or concerns. 

C. Mid-Century Insurance Company Complaints Sent Directly to the DIFP 

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 300-2200(3)(D) (as replaced by 20 CSR I 00-8.040(3)(D) eff. 
7/30/08). 

The examiners discovered no issues or concerns. 

D. Mid-Century Insurance Company Complaints Sent Directly to the Company 

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 300-2.200(3)(0) (as replaced by 20 CSR l 00-8.040(3)(0) eff. 
7/30/08). 
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The examiners noted the following exception during their review: 

1. The examiners found that the Company failed to maintain a complete record 
of all complaints which it received. The following claim file complaint was 
not listed on a complaint register submjtted to the examiners by the Company, 
which primarily expressed a grievance in written form. 

Claim Number 

1011949321 

Reference: § 375.936(3) and 20 CSR 300-2.100(3)(D) (as replaced by 20 CSR 100-
8.040(3)(D) eff. 7/30/08). 
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ill. 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 Studv 

Calendar Davs 

Received w/in time-limit. 
incl. any extensions 

Received outside time-limit,. 
incl. any extensions 

No Response 
Total 

Number of Criticisms 

114 

0 
0 
114 

Reference: §3 74.205.2(2), RSMo, and 20 CSR l 00-8.040 

B. Formal Request Time Studv 

Calendar Days 

Received w/in time-limit, 
incl. any extensions 

Received outside t ime-limit 
incl. any extensions 

No Response 
Total 

Number of Requests 

5 

0 
0 
5 

Reference: §374.205.2(2), RSMo, and 20 CSR 100-8.040 
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Percentage 

100 % 

0.0 % 
0.0 % 
100 % 

Percentage 

100 % 

0.0 % 
0.0 % 
100 % 



REPORT SUBMISSION 

Attached hereto is the Division of Insurance Market Regulation· s Final Report of the 
examination of Mid-Century Insurance Co C'IAIC ~21687) and Fanners Insurance 
Exchange (NAlC #21652). Examination ~umber 0811 -19-TGT. This examination \\as 
conducted by Scon B. Pendleton. Dale C. Hobart, Dennis R. Foley. and Christine L. 
Donner. The findings in the FinaJ Report were extracted from the Market Conduct 
Examiner's Draft Report, dated ovember 4, 2010. Any changes from the text of the 
Market Conduct Examiner· s Draft Report reflected in chis Final Report were made b) the 
Chief Market Conduct Examiner or "'~th the Chief~1arket Conduct Examiner"s appro,al. 
Th" Final Report has been reviewed and approved by the undersigned. 
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' 
FARMERS 

Jnnuarr 3, 2011 

~{s. Carolyn H. Kerr 
Seruor Counsel 
\lissouri Department of Insurance 
.3C 1 West High Street, Room 530 
JeEerson Ci~. ~fO 65102-0690 

Re: ~lissour:i 1bt:ket Conduct Exam Report Response 

Dear 1Is. Keo:: 

Bur: Garav:tgLa 
Asstsunc V .ce ?resident 
R.eguJacory A.ffiurs 
-'!680 W Jslure Boweva.rd 
Los Angeles, C'\.90010 
(3::?3) 930-4016 Phone 

(323) 964-8095 F:icsim.ile 

DECE IVE~ 
[\ JAN O 5 201 1 u 

DEPT OF INSURANCf, 
RNANCIAL INSH,UTIONS & 

PROFESSIONAL REGISTRATION 

We have received the Dr!lfr Report of the )./.fissouo 1Iarket Conduct Exarmoation of 
fru:mers Insurance Excb.3.nge and ~lid-Century Insur.a.nee Companv. The following is our 
respoose to the Endings, recommend:uions and concerns cooc:uned in the Draft Reporr. We 
would :ike to thank the Depamnem, and your examiruu:ion team, ior the cooperanon and 
courtesies shown to us dunng the exam process. 

Before we address panicul:u: are:i.s of the Draft Report. we wish to poiot our chat the 
Com.pa.rues and Exchanges of the Farmers Insur.'Ulce Group of Com pa.rues® seriously 
coOS1der all insurance deparrment e."mminations and the recommendatlons of the examiners. 
Therefore. we have thoroughly reviewed each of the findings and comments. 

Our :response includes those areas where procedures have been, or will b~ amended or 
wh~e we respectfully dispute the findings of the examiners. We ask that funher 
consideraoon be given co any disputed items ID the course of d:rafri.ng the final report. 
Cnless otherwise noted, this response tracks mth the order rod sequence of the findings in 
the ::>raft Reporr. Please note ::ha~ neither these comments nor my of our acuons are an 
admission on our pan of :iny viohoon, wrongdot0g or fault, and should not be im~rprered 
by the Deparanenr or any ocher party :i.s constituting any admissions. Please further noce 
tbnt we are providing these comments and t:tlcing accions without waiver of any defense, 
leg:tl or eqwtable, and without waiver of any applicable privilege in connecnon with the 

info!lllilb.Oo provided. 

Very euly yours, 

b~ 
Burr Gara,.raglia 
• \ssisrant Vice P1:esidenc 
Regulatory Affairs 
Farmers Group, Inc. 
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' 
I. 

B. 

CLAI~1S PRACTICES 

Farmers Insurance Exchange Commercial Auto Medical Payments Claims 
Paid 
Page 23 

2. Collllllercial Auto Unfair Settlement and General Handling Practices 

Sections 1-1- Company Response: 

1008876131: We do not dispute the above-referenced finding in sections 1-..1 ooced 
above. Jc should also be noted that ilie enrire claims population consisted of 1 c.lru.n. 
The findings from this audit do noc represent the practice or procedure of the 
Farmer's Chums Department. 

C. Farmers Insurance Exchange Commercial Auto Bodily Injury Claims Paid 
Page 25 

2. Commercial Auto Unfair Settlement and General Handling Practices 

Section 2 Company Response: 

1010660300: We respectfully disagree with clus fi.ncung. Although the insured 
10.dicaced that his back and shoulders were botheong him, he bad not presented a 
c.laun. Also, on August 13, 200-, me Clanns Represenucive noted 1n the ale notes 
that be "explained coverages and benefits and reviewed deductible and overall claims 
process". The coverages explained would have included all :ipplicable coverages, 
including any medical payments coverage available. 

Section 3 Company Response: 

1010660300: We do not dispute this finding. The check plus interest has been 
issued co the lUSuted. The check was issued on February 10, 2010 and cashed on 
Febru:u:y 22, :010. The drum closed on ~ovember 20, 2007. 

1010552977· We respectfully disagree with the above-referenced finding .• -\t c.be rime 
of the inio.al offer, the claimant had not sought any cre:ument bur indicated that: she 
was sore and may need to see her chiropractor. :\.s noted ill the Oa.uns 
Representative's July 30, 2007 log entry, $500 was offered m good faith so that she 
would have money cO cover her chiropractor charges. Once the Company was mnde 
aware of the dauraoc's chiropractic trcarmeors, all funher offers were evaltl!lted 

accordingly. 

1010201489: We respectfully disagree with c.be above-referenced finding. MO 20 
CSR 100-1.050(31 ~j ~ows for betterment: reducoonswith proper documencatioo 

and appropoace in amount 

MO 20 CSR 100-1.050(3) (E) 



(E) When the amount cl.aimed is reduced because of betterment or 
depreciadon, all informacion for the reduction shall be contained in the 
claim .ile. These reductions shall be itemized and shall be appropriate 
in amounc. 

During rhe .rutial U1Specrion of the vehicle, numerous areas of pnor and unrelated 
damage were observed on the da1maot's veh:cle. As a compromise, che Oauns 
Represeocuive agreed to prune the enure bumper cover and hood bur cake 
betterment on the bue1per cover due to the unrelated pnor damage. The shop 
accepted the compromise :t.nd the repru.r was authonzed. The ceduct!oos are 
irelll.12ed as required m the CCC estlIIl1te. 

We be...ieve we have met the requirements of~IO 20 CSR 100-1 050(3) (E) with our 
application of betterment :tnd ask the Department to reconsider che!r position in this 
matter. 

1011828777· We respectfully disagree v.rith the above-referenced finding. The 
clrumant was seen at the Emergency Room on ~-\.pnl .J., 2008 and released. The 
Oauns Represenunve met "-''1th the cl01roaoc on April 15, 2008 and explained the 
settlement opaons. ~\lchough the merucal spec:.als from the hospital were not 
received, the Cl:ums Representanve offered co cover the outstanding bills in full and 
also uiclude $700.00 in new money. The offer was :1ccepred :l.Dd the claun w:1s 
closed. ~ote that the cl:umant did not 1.0d.icare that she was purswng further 
creacmencs and as such, we believe the company acted in good faith and not :i.gamst 
public pohcy. The total settlement pa.cl for chis m:itter was a very reasonable 
$1,258.00. The claim was closed on Januru:y 21, 2009. 

D. Farmers Insurance Exchange Commercial Auto Uninsured/Underinsured 
Motorist Claims Paid 
Page 27 

2. Commercial Auto unfair Settlement and General Handling Practices 

Section 2 Company Response: 

1008876131: We respectfully disagree with the above-referenced Ending. The loss 
was reponed ~o the company on August 25, 2006. Cont.act was made wich the 
insured on August 31, 2006 and a .recorded statement was taken the same day. 
Adchtioruilly, the claims process and coverages ava1bble were discussed with the 
insured dover. Detecm.ination of E.ability / percenrnge \\·as documer:red m che Claims 
Representative's Seprember 19, 2006 log en.cry. Settlement valuaaon is based upon 
factors discussed 1.0 the Claims Represenmave's July 26, 2007 log entnes. 

G. Farmers Insurance Exchange Commercial Auto Physical Damage Claims 
Closed Without Payment 
Page 30 

.., 
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2. Commercial Auto Unfair Settlement and General Handling Practices 

Section 1 Company Response: 

1011799411: We respect.fully disagree with the above-referenced finding. The 
Company conducted a full investiganon into r.he odometer discrepancy and 
determined that the named insured was not liable for the odometer discrepancy and 
therefore, would not be liable for the incident. The insured was notified both 
verbally and in wnring of the Companf s findings on i\fay 28, 2008. The Claims 
Representative investigated the odometer discrepancy, determined che policy applied 
as the appropriate endorsement was attached to the policy providing coverage. 
Further investigat:100 was completed which revealed that the named insured was oor 
liable for the odometer discrepancy and therefore, would not be liable for the 
.incidem. _-\ lerrer was sent to the insured advising of the findings of the 
invesagation. The clrum. was closed on 11ay28, 2008. 

1009812489: Tius claim was re-keyed due to the date of loss not being correct The 
rekeyed claim is 1009821549. 

1009821549: Please be advised that this lS the same loss as 1009812489 above and as 
such, the same finding. Please consolidate with 1009812489 above. _\s indicated in 
our pnor response, the drum file was re-keyed due to the date of loss not be.mg 
correCL The re-keyed cla.un number is 1009821349. The file reflects that our Claims 
Representative contacted the insured and explained coverages and the clru..m process 
the day the claim was reported. Direct repair options were discussed with the 
customer and r.he customer chose a direct repair facility. The Company agrees that 
there :s a lack of file documentation after the customer's assignment to the direct 
repair facility but disagrees that this is a separate violation. 

Section 2 Company Response: 

1010660300: We respectfully disagree with the above-referenced finding. The overall 
evaluation is captured in the log noces dated October 10, 2007 and did not include a 
reduction due m the medical bills be.mg covered under another policy. ...-\ copy of 
the evaluanon tool used is attached ro the claim file. The report shows a BI 
settlement range of $3,990 - $4, 7-1-0. However, please note that claims are evaluated 
using the expenence and judgment of the Claims Representative and as such, this 
evaluation tools is only one aspect of how the claim 1S valued. 

M. Mid-Century Insurance Company Private Passenger Auto Physical Damage 
Claims Paid 
Page 37 

1. Private Passenger Auto Time Studies 

Section 1 Company Response: 
We would like to pomt out that the Draft Repon lists this section as not being within 
DIFP guidelines. However, with only a 1 % error rate it actually falls within the 
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guidelines. We respectfully request mar the Depanmem review and cor::ect this 
oversight. 

N. :tvfid-Century Insurance Company Private Passenger Auto Medical Payments 
Claims Paid 
Page 39 

1. Private Passenger Auto Time Studies 

Section 1 Company Response: 

We conanue to respectfully disagree with these citations. The Departmem: cues the 
Company for failure tO send a 4-5 day srams letter which is required when a 
determination to accept or deny :i claim has not been made because addic:onal 
uifonruttion is needed or is being gathered. According to the Department's 
regulations "if a claim file .remains open due m a cont1nuing mvestigauon, the letters 
must be sent out every 45 days until. such determinanon is made" This is the 
language setfori..h in the regulation, 20 CSR 100-1.050 (C). This language, however, 
pertains to a determination of whether or not the claim will be accepted or denied. 

It is the policy of the Company co make a drum determination witbm the fust 4-5 
days of the notice of the claim. Once the decision co accept or deny a claim has been 
tunely made, the 45 day stams lerrer no longer applies. In the files reviewed, the 
claim had been accepted and the Company was proceeding co handle the claim 
accordingly. 20 CSR 100-1.050 does not require an ongomg nonce once the claun 
has been made. Further the Company's action does not give rise to a violation of the 
MO Improper Claims pracnces provision cited under (375.1007(4) RSMo. This 
section indicates chat an unproper claims practice is: "not attempting in good faith to 
effectuate prompt, fair and equttable settlement of claims submitted ill which liability 
h.-is become reasonable clear." Io each case, we were awaiting addirional information 
from the claimant in order to properly resolve the claim. 

Io snroma17, the -1-5 day status letter Regulation 20 CSR 100-1.50 sets forth the 
standards for the Prompt, Fair and Equitable Settlement of Claims under the 
Improper Claim.s Practices sbrute. Toe regulation reqrures a 45 day follow up but 
OJ\'"LY where the insurer needs more tune i:o determine if a drum should be 
accepted or denied. The requiremenr to send a 45 day stams letter under this 
regulation relates to an open investigation as to whether the claim is to be accepted. 
There is no blanket requirement to provide a 45 day letter once the cla.im has been 
accepted. At chat point, the standard reverts back to the statute- which is a stand.'l!d 
of reason.able, good faith acrions. Where a regularion does not expressly consa:ue a 
statutory provision, 1t cannot be applied. 

In an effort co prevent a lengthy response; we propose co discuss each clnim in more 
dem.il with the Department if .requested. 

2. Private Passenger Auto Unfair Settlement and General Han<'H1ng P.ractices 
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Section 2 Company Response: 

We respectfully disagree with the above-referenced finding. We c~ot properly 
eva..u:ite a clrum and consider p:iyn:enc uonl we rece.!ve all documemauon relating to 

attomey contact, medical bills and other proor oi loss in acdmon co the cornplered 
Applicaooo for Benefits. There :ire s1ruaoons where the Applic:11Jon for Benefirs 
reqw.r:emeot 1S w:uved for ce...tun reasons. Specifically, since medical bills have not 
been recewed m any oi these claims, we cannot begin to derenmne what pa"'lllents 

should be m!lde. 

Section 3 Company Response: 

1010446831: We respectiully disagree with the abo,e-rererenced iinding. A payment 
was issued to .i.0sured1s wife on August 13, 200.., and the Company pru.c 1ts pro-rac:a 
poruoo with St:1te Farm. This famlicy accident occurred wirlun one hour of the 
purchase of the policy, which :esuh:ed m dual co,er~e. No medical bills were 
incun:ed and the foneii expense was pa.id pro r.au \\-,th State Fa.rm ac a 60/ 40 split. 
The cb.un was closed on .\ugusr 1-1-, 200-. 

P. Mid-Century Insurance Company Private Passenger Auto 
Uninsured/ Gnderinsured Motorist Claims Paid 
Page 4-+ 

1 Private Passenger Auto Time Studies 

Section 1 Company Response: 

~\s noted in Section ~- we cooanue co cespeetfully disagree with these otarions. The 
Deparonem ores the Company for failure IO send a 45 day stacus :errer which lS 

requuec when a dererminauon to accept or deny a cl.aim has not been made because 
additional mformaoon lS needed or is bew.g gathered. According to the 
Department's regulations "if a claim file remruns open due to a cona.nuiog 
invesoganoo, the letters musr be sent out every 45 days until such determmation is 
made". This is the language set forth 10 the regulacoo, 20 CSR 100-1.030 t C). This 
language, however, per...ams to a deteJ:Illllla:cion of whether or not the claim will be 

accepted or denied. 

It is the policy of the Company co make a claim dete.nnin.arion within the first 45 
days of the notice of the claim. Once the dec1S1on to accept or deny a claun bas been 
tunely made, the 45 day starus letter no longer applies. In the files reviewed, the 
claim bad been accepted and the Company was proceeding to handle the cbrm 
accordingly. 20 CSR 100-1 050 does not requu:e an ongoing notice once the clrum 
has been made. Further the Company's action does not give rise to a violation of the 
~{0 Tmpropct Clauns pracaces provision cited under (3~5.1007(4) RSMo. This 
section mdicates that an impt0per cl.aJ.ms pc'.lcrice Js. "not attempting in good fuith to 
effecruare prompt, fair and eqwrn.ble settlement of CJ.aims submitted in which fulbilicy 
has become reasonable dear." In each case, we were awainng t"tddib.onal infortrultion 
&om the cla.unant in order to properly resolve the claim. 
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In summary, the 45 day status letter Regulation 20 CSR 100-1.50 sers forth the 
standards for 1.he Prompt, Fair and Equirnble Settlemem of Claims under the 
Improper Claims Pracoces statute. The regulation requires a 45 day follow up but 
ON""LY where the insurer needs more cime co determine if a claim should be 
accepted or denied The requirement co send a 45 day status letter under this 
reguhtr.on relates to an open invescig-ation as rn whet:her t:he claim is co be accepted. 
There is no blanker requirement to provide a 45 day letter once the c!ai.m has been 
accepted. Ar c:hac point, t:he standard reverts back to the statute- which is a standard 
of re3sonable, good fait:h acrions. Where a 1:egulauon does not expressly consuue a 
starutory provision, it cannot be applied. 

1011324082 and 1008471521: We respectfully request the referenced findings be 
removed as they are listed as duplicates within t:his secuon of the report. 

S. Mid-Cenhuy Insurance Company Commercial Amo Physical Damage Claims 
Paid 
Page 54 

2. Commercial Auto Physical Damage Unfair Settlement and General 
Handling Practiced 

Section 1 Company Response: 

1012430480: We respect.fully disagree with the above-referenced finding. The claim 
was reported to the Company on July 12, 2008 and contact was ma.de with claimant 
driver's mot:her oo July 1 +, 2008. The claimant's mother advised tba.: claimant driver 
"had a bruised knee but no medical treatment". Contact was made wit:h the claimant 
driver on July 15, 2008, at which rime she confumed chat she hurr he::: knee but did 
not seek medical treatment As no injury claim was presented, n release was not 
appropriate at that time. 

U. Mid-Century Insurance Company Commercial Auto Bodily Injury Claims 
Paid, Page 55 

2. Commercial Auto Unfair Settlement and General Handling Practices 

Section 1 Company Response: 

1003632534: We do not dispute the finding on the above-referenced finding. The 
company centralized all total loss cbuns into one depa.rc:nent. Tb.is centralization 
has helped our effioency and accuracy by allowing us to automate portions of the 
cl.aim, mcluding this ce.rtificace. The process is currently in place aod periodic resting 
is performed to ensure compliance. 

AD. Mid-Century Insurance Company Private Passenger Auto 
Un.insured / Underinsrued Claims Closed Without Payment 
Page 64 
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1. Private Passenger Auto Time Studies 

Section 1 Company Response: 

As noted in Seccion ~. we continue to respectfully disagree with chese cm1rioos. The 
Department cues the Company for failure co send a 45 day starus letter which LS 

required when a decermi.nation co accept or deny a claim has nor been made because 
additional .!llformacion is needed or is being gathered. According to che 
Department's regulanons "if a claim file remains open due to a concnuing 
investigation, the letters must be sent our every .tS days until such determination IS 

made". This is the language set: forth in the regulation, 20 CSR 100-1.050 (C). This 
language, however, pert.runs to a determination of whether or not the claim v.;:ill be 
accepted or denied. 

It is the policy of the Company to make a claim determination wirlnn the first -t-5 
days of the notice of the claun. Once the decision co accept or deny a claim has been 
timely made, the 45 day status letter no longer applies. In the files reviewed, the 
claim had been accepted and the Company was proceeding to handle the claim 
accordingly. 20 CSR 100-1.050 does noc reqwre an ongomg nonce once the claim 
has been made. Further the Company's action does nor give rise to a violation o f che 
)1.(0 Improper Cl.rums practices provision cited under (375.1007(4) RS:'..-.fo. This 
section indicates that an .1.mproper claims practice is: "not anempcing in good faith co 
effectuate prompt, fair and equitable settlemem oi clru.ms subm.ia:ed in which liability 
has become reason.'lble cle!lC.11 In each case, we were awaiting addicional .in.formation 
from the cla1mam in order to properly resolve the claim. 

In summary, the 45 day status letter Regulation 20 CSR 100-1.50 sets forth the 
standards for the P1:0mpt, Fair and Equitable Settlement of Claims under the 
Improper Claims Practices statute. The 1:egulat:100 requires a 45 day follow up but 
ONLY where the insurer needs more rime to determine if a claim should be 
accepted or denied. The Iequirement to send a 45 day starus letter under this 
regularioo relates to an open mvescigacion as to whether the claim is to be accepted. 
There is no blanket requirement to provide '.l 45 day letter once the claim has been 
accepted . . At that poinc, the standard revens back to the statute- which is a st.andard 
of reasonable, good faith actions. Where a regulation does nor expressly construe a 
statutory provision, it cannot be applied. 

In an effort to prevent a lengthy response; we propose to discuss each claim in more 
detail wich the Department j£ requested. 

2. Private Passenger Auto Unfair Settlement and General Handling Practices 

Section 1 Company Response: 
The Company contmues to respectfully disagree with these 4 citations. In each case 
endorsement E1006 was present, which states that all bills must be received within 
60 days of treatment for consideration. Requinng adherence to the policy terms 
does not constitete a misrepresentacion of the facts. 

8 



II. 

D. 

COMPLAINTS 

!\.lid-Century Insurance Company Complainrs Sent Directly to the Company 

Company Response: 

10119-!9321: We respectfully disag::ee \\1th the :.ibo\ e-referenced iinding. The email 
reccived on :\fay 8, 2008 did acknowledge our den.nl letter md adn.sed of a poren:ial 
error in the letter regarding the replacement of che threshold. No actual compcinc 
was made regru:chng this specific claim. 

However. the J.OSw:ed did mencion sevenl prior cl'UIIlS and C."rpressed c:ussaosfacnon 
but provided very few details The CR did follow up and ask tha- the insured 
provide more information on these previous claims but no response was received. 
S111ce there was no specific complrunt rega::ding th.is claim and no resolurioo was 
being so~r. the complru.o. was nor doc~enced in the ::egister. 
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