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DEPARTMENT OF INSURANCE, FINANCIAL 
INSTITUTIONS AND PROFESSIONAL REGISTRATION 

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

In re : 

Chubb . ational Insurance Company (NAJC #10052) 
Great Nonhem Insurance Company (NAlC #20303) 
Vigilant Insurance Compan} (NA IC #20397) 
Pacific Indemnity Insurance Company (Nt'JC #20346) 

) 
) 

) 
) Examination No. 0904-19-TGT 
) 
) 

ORDER OF T HE DIRECTOR 
"(Jj,, I J/ 

OW. on this J.! day of ;rt-1'"'{ , 2012, Director John \1 . Huff. after consideration and 

review of the market conduct examination reports of Chubb National Insurance Compan)- (NA IC #10052) 

(he reafter referred to as ··Chubb National .. ). Great '\Jorthem Insurance Company (NAIC #20303) 

(hereafter referred to as .. Great Northern .. ). Vigilant Insurance Compan) C'JAIC #20397) (hereafter 

referred to as .. Vigilant"), and Pacific Indemnity Insurance Company(NAlC #20346) (hereafter referred 

to as .. Pacific''), report number 0904-19-TGT. prepared and submitted by the Division of Insurance 

Market Regulation pursuant to §374.205.3 (3) (a). and the Stipulations of enlement ( .. Stipulations"). 

does hereby adopt such report as filed. After consideration and review of the Stipulations. reports. 

relevant work papers. and any wrinen submissions or rebuttals. the findings and conclusions of such 

report are deemed to be the Director's findings and conclusions accompan)'ing this order pursuant to 

§374.205.3(4). 

This order. issued pursuant to §§374.205.3(4) and 374.280, and §3 74.0.t6.15. RS'vfo (Cum. Supp. 

20 11 ). is in the public interest. 

IT IS THEREFORE ORDERED that Chubb National. Great Northern. Vigilant. Pacific and the 



Division of Insurance Market Regulation having agreed to the Stipulations, the Director does hereby 

approve and agree to the Stipulatiora. 

IT IS FURTHER ORDERED that Chubb National. Great Northern, Vigilant and Pacific shall not 

engage in any of the violations of law and regulations set forth in the Stipulations and shall implement 

procedures to place the Company in full compliance with the requirements in the Stipulations and the 

statutes and regulations of the State of Missouri and to maintain those corrective actions at all times. 

IT IS FURTHER ORDERED that Chubb National shall pay, and the Departmem of Insurance. 

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

Forfeiture of $68,000 payable to the Missouri State School Fund 

IT IS FURTHER ORDERED that Great Nonhem shall pay, and the Department of Insurance, 

Financial fnstitutions and Professional Registration. State of Missouri, shall accept, the Voluntary 

Forfeiture of $2.000 payable to the Missouri State School Fund 

TT IS FURTHER ORDERED that Vigilant shal l pay, and the Department oflnsurance, Financial 

Institutions and Professional Registration, State of Missouri. shall accept. the Voluntary Forfeiture of 

$4.000 payable to the Missouri State School Fund 

IT IS FURTHER ORDERED that Pacific shall pay, and che Department of Insurance, Financial 

Institutions and Professional Registration, State of Missouri, shall accept. the Voluntary Forfeiture of 

$7,000 payable to the Missouri State School Fund 

TT JS SO ORDERED. 

IN WITNESS WHEREO~iJtave hereunto set !1D' hand and affixed the seal of my office in Jefferson 
City, Missouri, this 14 day of :r"1\ '- '1 . 2012. 

r¢!~----..,-::;;.2-?'l~l~t _· 
-- ~Huff -~ 

Director 
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DEPARTMENT OF INSURANCE. FINANCIAL 
INSTITUTIONS AND PROFESSIONAL REGISTRATir 

P.O.Box690.Jetterson City, Mo. 65102-0690 JUC E f V Eo 
L 1 3 2012 

TO: Vigilant Insurance Co. 
15 ~lou 1.1111 Vie\, Road 
\Vamn. NJ 07061 

RE: Vigilant lrhurance Co. (N.\lC #20397) 
\Jj-...,1Jun ~tarket C111Juct Examination #0904-19-TGT 

STIPULATlON OF SETTLE\1ENT 
\ND VOLC.:l\'.TARY FORFEITURE 

h i:-, hcrchy ... 1ipuh:11c~ and agreed b) John ~I. Huff. Dirc~tor of the 1Ii,,ouri Department of 

lnsura 1cc. Finam.:ial l nstituuons and Pr ofcs<;ional Rcg1strarion. hereinafter referred to :is "Dinx:tor:· and 

Vigilant ln.,w·anc:~ Co. (NAIC 20397). (hercaflcr rct\!rrcd to a, ··\·igilanf'). as folio,, · 

\\ HEREAS. John ~I. Huff is the Director t•f the ~fo.souri Department of ln,urancc. l 111anc1al 

In,111ution, anti Prolc,sional Registration (hereafter referred 10 ,h ,he DeparunenCJ. un ngcnc1 of rtu: Staie 

of Mi, ouri. created and estat)h,hed lor admini,tcnng and cntor..:mg all l.1,\" , 1 relauon to im,urance 

romp,1mc, doing bu,ines ... m the State in ~ fo,souri: and 

WHEREAS. Vigilant ha.., been granted a ccmficace of authorit~ to 1ra1tsat:l the businc ... , 01 in,urance 

m Lhe Stale of.\ 1 h ... uuri: and 

WHEREAS. 1hc Dcp,1nmem ..:ondui:tcd a :-..tnrke1 Condu~c Examin.ilion or Vigil,mt an<l prepJicd 

repNt m1rnher 0904- 19-TG l : and 

\\ HERE \S. the repon of chc Market Conduct E~amina1ion rcH·akd that: 

I. ln three m ... tancc Vigi lam u~d unfairl) <li,.: rimin.1tory rate:-. by appl) rng a dbcount under 
1t, special rates r rogrnm for commercial multi-peril account:-. ,, llh a lOtal in,ured , alue of 15 million 
dollar or more \\hen the 1<1tal in-.ure<l ,aim: v.:1' aduall) Jes ... lhan 15 million dollar,. Vigilant·, u,e of 



' 

' the e rah!~ \ iolJU:d *379.47<> : 

.., In fhe ithtanc:c:-.. Vigilant foiled tn prm 1tle C:\lpte, of \\ ntten denial le11 .. ·r.- co clmmants in 
\'l0lation of Section 375.1007t 121. 

\\ HERE \S \ igilam hcreb)' agr~s 10 cake remedia l :ll'lton brinl!mg ii into crlmpl ianc~ \\ ith the 

'-ta1u1e, and rcgulauom, )f ~fr,soun and agree:- to maintain lho,e corrective action-.. at all timl''· to 

rea,011nbl) assurl.! that the cm,r-.. noted m the atit ,c-rcferenced market conduct examinalion report.., c.Jo not 

recur. TI1e remcdinl action, ,hall include the tollo" m~: 

I. While not admitting any ,iolation. Vigilant ag1ec, that ,\ithin 120 <.la)' of the <late ot the 

Ord .. r clo,ing tlw, e am it ,•.JII no longer e mplo~ 111 Mh,ouri ib ,per1al r,11e, rule for commercial multt

~ ril risks with tOL::il insun:·d , alues cxcci.:ding S 15 mill inn. 

V1g1lant agrce, that il \\ill file \\ith the D in.~cmr actu:mall~ Ju-.tifkd rating fa .. ·tor, for 

commc:rciaJ multi-pen! ri,k, 111 Mi.,sou11 \\Ith a 10ml ,nlul'.: c;.;ceed111g $15 million within 1.20 tfa)~ 

f ollo,., ing the rJatc of the Ordi..:1 clo:--lll!! 1hi, exam and that -..uch r.,1~, ·hall bcl'ome eff ectl\ c upon the date 

of tiling. 

J. Vig1lalll agro;!~ that .Ill) -;urchargc inclmkd in ~ti: .. ,ouri hnmeo,., ncr, pnlict\!.., ,hall Pe 

di,do".-Cd 10 1h: in,ured on ei1her the dedarmion, p:tgl' of the polic} or in a separntl! -..tandalonc documeni 

w be t•i1t to the polic) ho lder :,t the ttme of purcha,e or rcne,, .ii. A cop) or nny ,1andt1lone document ,hall 

be mn1mained in 1ht' Comp.tn) '. undcrw1 il111g file,. 

WHEREAS. Vigllnnt, nftcr berng ath 1Scd by legal coum,el, doc, herel~) \'l)lunt:ml) and kno\1wmgl) 

\\a1,c an) and all rights for procedural rcquiremenl~. inclutling 1101ice and .rn oppo1 tunity for a h1,;;aring. 

\\ h1ch ma) ha,e oth\!rn 1,e applied to the .,hove referenu~d ~larket Conduct Examin,ttion: nnd 

WHEREAS. Vigilant hereby al!ree, to the impo'-ition of the ORDER al Lhe Direl·tor and a a re,-ult 

ol M,11 ket Cnndul·t Examination -#0904-1 O-l'GT furthl'r ag1ee,. , oluntaJ 1ly nnJ knc.m ingly to :-urrendl!r and 

forterl lhe ,um ot $4.000. 

NO\V. fHEREFORE. in lieu ol th~ in:-t1lutt011 lly the D11..:i:tor of on) ,ll'llon fot the SL SPE'.\!SlON 

or REVOCATION of rhe Cc1 lll1catef '-) of Authority of Vigilanuo lran~cl the bu~inc-." ot in,uranl'c m the 

Staie nl ~11-..,ouri or the 1m1x"11io11 of oth~r ,,mcL1<11b. Vigilant doc·, her~by ,olumaril) and knm,mel> 

1 '\ I re1ere11Cc'.', mlc,, o.1h..-1 \\ ,~.:- notc'd. rue lo ~ti,,oun Rcv,~cd :-:ilalulc!> ~()00 s amcnd-.d. 

" 



... . 

waive all rights lo any hearing. uoe, con,cnl Lo und~nake the 1\:metiial action ... :-ct forth int us Supulation. 

doe, con,ent to the ORDER of the Director and t.loc, ,urrend~r and forf eil th\! ,um of .. A.000. ,u ·h um 

payable to the ~fo,souri State School Fund. in accordam;c with §374.280. RS1\1o. 

The ,ignato11 belo\\ ccrtifie.., lhat he is autho1izcd to enter into thi, Stipulation on behalf of Vigilant 

ln,urnnce Company. 

\\;ilant fnsurancl! (0111pany 
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.. 
CHUBB GROUP OF INSURANCE COMPANIES 

CHUBB 15 Mounlam View Road, P.O Box 1615, Warren. NJ 07061-1615 

August 19, 2010 
VIA UPS 

Carolyn H. Kerr, Senior Counsel 
State of Missouri Department of Insurance 
Division of Insurance Market Regulation 
301 West High Street, Suite 530 
Jefferson City, MO 65102 

Re: Market Conduct Examination #0904-19-TGT 
Vigilant Insurance Company (NAIC #20397) 

Dear Ms. Kerr: 

We have received and reviewed the examiners' market conduct report sent to the 
Office of the President, Chubb Insurance Group, on July 20, 2010. We accept the 
report as written, with the following exceptions: 

I. UNDERWRITING AND RA TING PRACTICES 

A. Forms and Filings 
There were no issues discovered in this review. 

B. Underwriting and Rating 

1. 

2. 

3. 

Personal Auto Underwriting (New and Renewal) 
There were no issues discovered in thi s review. 

Homeowners Active Underwriting and Rating (New and Renewal) 
There were no issues discovered in this review. 

Commercial Underwriting (Multi-Peril) 

Finding: The Company determined the following policy was 
eligible for the Special Rate Program which states "Accounts 
with total insured values of $15 million or more are subject to 
special judgment and rating is approved by the Company." This 
language is filed with the DIFP. The policy did not meet the 
requirements. The policy has $9,864,000 total insured value. 
Therefore, the policy was undercharged due to the Company 
applying the Special Rate Program for the insured. This caused 
an undercharge to the Company in the amount of $505. Policy 
35861291 . 

Company response: We agree with the finding on this 
policy. This policy did not qualify for the Special Rate 



• 
• I 

Program. The current term was re-rated dur;ng the 
examination and the additional premium was wa;ved. The 
policy w;[I be rated correctly upon the next renewal. 

Finding: The Company determined the following policies were 
eligible for the Special Rate Program. However, the examiners 
could not determine the miscellaneous factors (89, 45, 11) for 
the personal property at the building #1, location #1 and building 
#1 location #8 and (27, 20, 99} for group I, II and AOP/AOC perils 
regarding policy 35284699. 

For policy 35290738, the examiners could not determine the 
miscellaneous factor (33) for building #1 location #1 and the 
miscellaneous factor (13) for personal property at building #1 
location #1 and the miscellaneous factor (94) for personal 
property building #1 location #2 for all group I perils with the 
information provided in this file. 

The examiners requested the Company to provide step by step 
premium calculations for all premium coverages with the 
appropriate adjustment factors that apply and any other 
exposures that are considered to determine the premium. The 
Company's response back to the examiners did not address these 
issues, and it did not provide step by step rate calculations that 
included the miscellaneous factors greater than 1. 

Company response: For the rating of policies 35284699 and 
35290738, please re0ew the foLlowing explanat;ons along 
with information contained in EXHIBITS A and B. 

Policy 35284699 
The miscellaneous factors (89.00, 45.00, 11.00 for personal 
property at location #1, building ft1 and 27. 00, 20. 00 and 
99.00 at location #8 building 1) are incorrectly displayed on 
the rating worksheets due to a systems problem when using 
the Special Rate Program. This issue was previously 
identified and a system fix was implemented in January 
2010, after the effective date of tMs policy. These 
miscellaneous factors were not used in the development of 
the premium on this policy. Please see EXHIBIT A for the 
rating worksheets, before the application of the Special 
Rate Program, which displays the displays the miscellaneous 
factor of . 90. The underwriter subsequently applied the 
Special Rate Program based upon a qualifying Total Insured 
Value of $21,262,254 for this account and as a result an 
unmodif;ed f;nal rate of . 040 for group I, .038 for group II 
and .032 for AOC was applied to personal property at 
building #1, location #1 and .059 for group I, .047 for group 
II and . 067 for AOC was applied to personal property at 
building ff1, location 118. 

J 



' < 

Policy 35290738 
Upon further review it was determined that this policy was 
not eligible for the Special Rate Program because the total 
insured value was less than S15 million. We recalculated all 
premium coverages for the 2009 term with the appropriate 
rates and factors, and this resulted in an additional premium 
of $4,688, which will be waived. The policy will be correctly 
rated upon renewal. 

Finding: The Company determined the following policy was 
eligible for the Special Rate Program which states "Accounts 
with total insured values of $ 15 million or more are subject to 
special judgment and rating is approved by the Company." This 
language is filed with the DIFP. However, the policy did not 
meet the requirements. The policy has $995,125 total insured 
value. Therefore, the policy was undercharged due to the 
Company applying the Special Rate Program for the insured. The 
Company undercharged this policy for year 2009 in the amount 
of $1196 and policy year 2010 in the amount of $1106. Policy 
35861128. 

Company response: We agree with the finding on this 
policy. This policy did not qualify for the Special Rate 
Program. The prior and current terms were re-rated during 
the examination and the addWonal premiums were waived. 
The policy will be correctly rated upon renewal. 

C. Personal Auto and Homeowners Terminations 
There were no issues discovered in this review. 

D. Practices Not in the Best Interest of Consumers 
There were no issues discovered in this review. 

11. CLAIMS PRACTICES 

A. Claim Time Studies 
There were no issues discovered in this review. 

B. Unfair Settlement and General Practices 

1. Private Passenger Auto Comprehensive Paid Claims 
There were no issues discovered in this review. 

2. Private Passenger Auto Collision Paid Claims 
There were no issues discovered in this review. 

3. Private Passenger Auto Total Loss Paid Claims 
There were no issues discovered in this review. 

4. Private Passenger Auto Subrogation Paid Claims 
There were no issues discovered in this review. 



5. Homeowners Paid Claims 

Finding: The Company failed to provide a copy of the writ ten 
denial letter in file for the following claim numbers: 
047509054287 040509107017 040509109505 
047509034566 040509055222 

The Company shall ensure that a written denial letter was sent 
to the insured with specific reference to policy provisions, 
conditions, and exclusions. 

Company response: We agree that we failed to provide a 
written denial letter to the insured on the above cited 
claims. Going forward, we will ensure that a written denial 
letter is sent to the insured with specific reference to policy 
provisions, conditions and exclusions. 

6. Commercial Lines Paid Claims 
There were no issues discovered in this review. 

7. Private Passenger Auto Non-Paid Claims 
There were no issues discovered in this review. 

8. Homeowners Non-Paid Claims 
There were no issues discovered in this review. 

9. Commercial Non-Paid Claims 
There were no issues discovered in this review. 

C. Practices Not in the Best Interest of Consumers 
There were no issues discovered in this review. 

Ill. COMPLAINTS 
There were no issues discovered in this review. 

We would like to thank the Insurance Market Regulation Division and its 
representatives for t he manner in which this examination was conducted and for the 
courtesy and cooperation extended to our staff. 

Sincerely, 
Chubb & Son 
a division of Federal Insurance Company 

::,nagerckek,, ~ 
Amelia C. Lynch 
Senior Vice President & Insurance Compliance Officer 

; 

Cc: D. Fiorot 
M. Edgerley 
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FOREWORD 

This is a targeted market conduct examination report of the Vigilant Insurance Company, 
(NAIC Code# 20397). This examination was conducted at the Company's branch office 
at 8000 Maryland Avenue, Suite 1500. St. Louis, Missouri, 63105. 

The Company declined a desk audit offer to be done in the office of the DIFP in Jefferson 
City, Missouri, even if the expenses of the examination would be much cheaper for the 
Company. 

This examination report is generally a report by exception. However, failure to criticize 
specific practices, procedures, products or fi les 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 otherwise noted. 

When used in this repon: 
• "Company" refers to Vigilant Insurance Company; 
• ·'CSR" refers to the Missouri Code of State Regulation: 
• ·'DIFP'. refers to the Missouri Department oflnsurance, Financial 

Institutions and Professional Registration; 
• ''Director" refers to the Director of the Missouri Department of Insurance, 

Financial Institutions and Professional Registration; 
• .. NAlC"' refers to the National Association of Insurance Commissioners; 

and 
• ''RSMo" refers to the Revised Statutes of Missouri . 
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SCOPE OF EXAMINATIO 

The DIFP has authority to conduct this examination pursuant to, but not limited to, 
§§374.110, 374 190. 374.205. 375.445, 375.938. and 375.1009, RSMo. 

The purpose of this examination was to determine if the Company complied with 
Missouri statutes and DIFP reguJations and to consider whether the Company's 
operations are consistent \\1th the public interest. The primary period covered by this 
review is January 1, 2009, through December 31. 2009, 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 was a targeted examination involving the follov,-ing business functions 
and lines of business: Company Complaints, Personal Automobile Underwriting. 
Personal Automobile Terminations, Personal Automobile Paid and Non-Paid Claims, 
Homeowners Underwriting, Homeowners Terminations. and Homeo,.-vners Paid and Non 
Paid Claims. 

The examination was conducted in accordance with the standards in the NAlC's Market 
Regulation Handbook. As such, the examiners utilized the benchmark error rate 
guidelines from the A1arket Regulation Handbook when conducting reviews that applied 
a general business practice standard. The NAIC benchmark error rate fo r claims 
practices is seven percent (7%) and for other trade practices is ten percent (1 0%). Error 
rates exceeding these benchmarks are presumed to indicate a general bus iness practice. 
The benchmark error rates were not uti lized. however. for reviews not applying the 
general business pracrice standard. 

In performing this examination, the examiners only revie\ved a sample of the Company's 
practices. procedures, products and files. Therefore, some noncompliant practices. 
procedures, products and fiJes may not have been discovered. As such, this repon may 
not fully reflect al l of the practices and procedures of the Company. As indicated 
pre'viously, failu re to identify or criticize improper or noncompliant business practices in 
this state or other jurisdictions does not constitute acceptance of such practices . 

4 
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COMPANY PROFILE 

The fo llowing company profile was provided to the examiners by the Company. 

The Chubb Group traces its origins to the partnership of Chubb & Son (an 
underwriting management organization founded in New York in 1882) and its 
successor Chubb & Son inc. (incorporated under the laws of New York State in 
1959) and since 1967 a wholly owned subsidiary of the Chubb Corporation. The 
corporation was listed on the New York Stock Exchange in 1984, and ranks among 
the top publicly traded insurance organizations based on revenues in the United 
States. 

The principle property and casualty insurance company in the group is Federal 
Insurance Company. a successor to the New York Marine Underwriters, which was 
incorporated in 190 I. Federal Insurance Company is licensed in all 50 states. 

Companion domestic property and casualty companies include: 

• Vigilant Insurance Company (founded in 1939); 

• The Great Northern Insurance Company (acquired in 1960); 

• The Pacific Indemnity Company and its 2 subsidiaries, Northwestern Pacific 
lndemnil} Company and Tex.as Pacific Indemnity Company (acquired in 
1960); 

• Chubb Lloyds Insurance Company of Texas (established in 1973); 

• Chubb Custom Insurance Company (established in 1980); 

• Chubb Insurance Company of New Jersey (established in 1982): 

• Chubb National Insmance Company (established in 1993); 

• Chubb Indemnity Insurance Company (established in 1994): and 

• Executive Risk Indemnity Inc. and its subsidiary Executive Risk Specialty 
Insurance Company (acquired in 1999). 

Originall} Chubb & Son lnc. managed the propeny and casualty insurance 
companies within the Chubb Group. [n 1998 the Federal lnsmance Company 
replaced Chubb & So~ Inc. as the manager of the member insurers of the group. 

The Group is engaged in full multiple line operations. including property, liability . 
marine, :fidelity, smety and accident. Members of the group subscribe to virtuaJly all 
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rating and advisory bureaus. \1ultiple companies afford the ability to provide 
specialized coverages and rates to our insureds. 

The Group employs some 11 ,600 people throughout North America, Europe, South 
America and the Pacific Rim. It is represented by more than 8500 independent 
agents and brokers world,,ide. In addition to the headquarters in NJ, the Group 
operates from some 120 offices in 28 countries. There are two centralized claim 
service centers in the US, as well as claim representation in approximately 50 US 
branches. There are also chum offices in most overseas branches . 
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EXECUTIVE SUMMARY 

The D1FP conducted a targeted market conduct examination of Vigilant Insurance 
Company. The examiners found the following principal areas of concern: 

• The examiners found three violations in the commercial multi-peril 
underwriting. 

• The examiners found five violations in the homeo\\'ners paid claims. 

The examiners requested that the Company make refunds concerning underwriting 
premium overcharges and claim underpayments found for amounts greater than $5.00 
during the examination i f any were found . 
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EXA-'1INATION FINDINGS 

UNDERWRITING AND RATING PRACTICES 

This section of the report is designed to provide a review of the Company· s underwriting 
and rating practices. These practices included the use of policy forms. adherence to 
underwriting guidel ines, assessment of premium, and procedures to decline or terminate 
coverage. Examiners re"iewed how the Company handled new and renewal policies to 
ensure that the Company underv.TOte and rated risks according to their own underwriting 
guidelines, filed rates, and Missouri statutes and regulations. 

Because of the time and cost involved in reviewing each policy/underwriting file, the 
examiners utilize sampling techniques in conducting compliance testing. A 
policy/underwriting file is determined in accordance ""ith 20 CSR 100-8.040 and the 
NAJC Market Regulation Handbook. Error rates are established when testing for 
compliance with Jaws that apply a general business practice standard (e.g., §§375.930 -
375.948 and §375.445) and compared with the NAIC benchmark error rate of ten percent 
(10%). 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 fai lure to comply with 
laws that do not apply the general business practice standard are separately noted as 
errors and are not included in the error rates. 

The exan1iners requested the Company's underwriting and rating manuals for the line of 
business under review. This included all rates, guidelines, and rules chat were in effect on 
the first day of the examination period and at any point during that period to ensure that 
the examiners could properly rate each policy reviewed. 

The examiners also reviewed the Company·s procedures, rules, and forms filed by or on 
behalf of the Company with the DIFP. The examiners systematically selected the 
policies for review from a listing furnished by the Company. 

The examiners also requested a written description of significant unden"'Titing and rating 
changes that occurred during the examination period for under.vriting files that were 
maintained in an electronic format. 

An error can include. but is not limited to. any miscalculation of the premium based on 
the information in the file, an improper acceptance or rejection of an application. the 
misapplication of the company's underwriting gujdelines, incomplete file information 
preventing the examiners from readily ascertaining the company's rating and 
underwriting practices, and any other activity indicating a fai lure to comply with 
Missouri statutes and regulations. 

A. Forms and Filings 

The examiners reviewed the Company's policy and contract forms to determine its 
complian.ce with filing, approval, and content requirements to ensure that the 
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contract language is not ambiguous or misleading and is adequate to protect those 
insured. The examiners found no general business practice issues in this review. 

ndenvriting and RatiJ1g 

The examiners reviewed applications for coverage that were issued, modjfied. or 
declined by the Company to determine the accuracy of rating and adherence to 
prescribed and acceptable underwriting criteria. 

1. Personal Auto Underwriting (New and Renewal) 

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

276 
50 
Random 
0 
0% 

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

2. Homeowners Active Undenvriting and Rating ( New and Renewal) 

Field Size: 875 
Sample Size: 50 
Type of Sample: Random 
Number of Errors: 0 
Error Ratio: 0% 

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

3. Commercial Undenvriting (Multi-Peril) 

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

44 
44 
Census 
3 
7% 

The Company determined the following policies were eligible fo r the Special 
Rate Program which states: ··Accounts with total insured values of $ 15 million or 
more are subject to special judgment and rating is approved by the Company". 
This language is filed with DlFP. The policy did not meet the requirements. The 
policies bad a total insured value under $15 mi llion. Therefore, the rates applied 
were unfairly d iscriminatory. 

Policy Number: 35861291 35290738 
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Reference: §§ 379.470. RS~o .. 20 CSR 500-4.100(7)(0)1, and the Company·s 
Rule and Rating Manual Section-IT 61 A."-JD XVTII 61. 

The Company determined that the following policy ivas eligible for the Special 
Rate Program, which states: .. Accounts with total insured values of $1 S million 
or more are subject to special judgment and rating is to be approved by lhe 
Company" this language is filed with OIFP. However, the policy did not meet lhe 
requirements. The policy has $995,125 total insured value. Therefore, the policy 
was undercharged due to the Company applying the Special Rate Program for lhe 
insured. The Company undercharged this policy for year 2009 in the amount of 
$1,196 and policy year 2010 in the amount of $1,106. 

Policy umber: 35861128 

Reference: §§ 379.470, RSMo., 20 CSR 500-4.100(7)(0) 1. and the Company's 
Rule and Rating Manual Section-11 61 AND XVIII 61. 

C. Personal Auto and Homeowners Terminations 

The examiners reviewed pol icies that the carrier terminated at or before the 
scheduled expiration date of the policies and policies that were rescinded by the 
Company after the effective date of the po lie). 

l . Personal Auto Terminations 

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

) , 

1 
Census 
0 
0% 

The examiners discovered no general business practice issues in this revie\.\. 

2. Homeowner Terminations 

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

l 
1 
Census 
0 
0% 

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

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

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

n. CLAIMS PRACTICES 

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

To minimize the duration of the examination, while sti ll 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. Toe re, ie"' consisted 
of Missouri claims selected from a listing furnished by the Company with a date of 
closing from January 1, 2009, through December 31, 2009. 

A claim file is determined in accordance v.ith 20 CSR 100-8.040 and the ,VAIC Marker 
Regulation Handbook. Error rates are established when testing for compliance v.ith laws 
that apply a general business practice standard (e.g., §§375.1000 - 375. 1018 and 
§375.445) and compared with the NA1C benchmark error rate of seven percent (7%). 
Error rates in excess of the NAIC benchmark error rate[s] are presumed to indicate a 
general business practice contrary to the law. Errors indicating a failure to comply with 
laws that do not apply the general business practice standard are separately noted as 
errors and are not included in the error rates. 

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

• An unreasonable delay in the acknowledgement of a claim; 
• An unreasonable delay in the investigation of a claim; 
• An unreasonable delay in the payment or denial of a claim; 
• A fai lure to calculate claim benefits correctly; and 
• A failure to comply v.rith Missouri law regarding claim settlement practices. 

The examiners reviewed the claim fi les fo r timeliness. In determini ng timeliness, 
examiners looked at the duration of time the Company used to acknowledge the rece ipt of 
the claim. the time for investigation of the claim. and the time to make payment o r 
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 \\.hich a claim is 
presented. Claim denials must be given to the claimant in writing, and the Company 
must maintain a copy in its claim files. 
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A. Claims Time tudies 

To test for compliance with t imeliness 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 ( I ) the acknowledgement 
of receipt of notification of claims; (2) the investigation of claims; and (3) the payment of 
claims or the providing of an explanation for the denial of claims. 

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 within 30 calendar days 
after notification of the claim. [f more time is needed. the Company must notify 
the claimant and send follow-up leners every 45 days: and 

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

The examiners discovered no issues or concerns. 

B. Unfair Settlement and General Handling Practices 

In addition to the Claim Time Studies, examiners reviewed the Company's claim 
handling processes to determine compliance with contract provisions and adherence to 
unfair claims statutes and regulations. Whenever a claim fi le reflected that the Company 
failed to meet these standards, the examiners cited the Company for noncompliance. 

1. Priva te Passenger Auto Comprehensive Paid Claims 

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

5 
5 
Census 
0 
0% 

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

2. Private Passenger Auto Collision Paid Claim 

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

18 
18 
Census 
0 
0% 
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The examiners d iscovered no general business practice issues in this review. 

3. Private Passenger Auto Total Loss Paid Claims 

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

Census 
0 
0% 

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

4. Private Passenger Auto Subrogation Paid Claims 

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

5 
5 
Census 
0 
0% 

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

5. Homeowner Paid Claims 

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

50 
50 
Census 
5 
11% 

The loss was interior water damage due to a plumbing leak and a roof leak. On 
12-17-09, the adjuster verbally denied long tenn damage or repair to the plumbing 
or roof leak but agreed to pay for ensuing damages. The Company failed to 
provide a copy of the written denial letter in the file. 

The Company shall ensure that a written denial letter was sent to the insured with 
specific reference to policy provisions. conditions, and exclusion. 

Claim umber: 047509054287 

Reference:§ 375. 1007(12) RSMo., and 20 CSR 100-1.0SO( l)(A). 

The loss was interior water damage due to water le.aking from roof. The water 
leak occurred from unmaintained roof flashing. On 11-5-09, the adjuster verbally 
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denied repair to roof damage because of these maintenance issues. The Company 
failed to provide a copy of the written denial letter in file. 

The Company shall ensure that a written denial letter was sent to the insured with 
specific reference to poHcy provisions, conditions, and exclusion. 

Claim Number: 040509107017 

Reference: § 375.1007( 12) RSMo .. and 20 CSR I 00-1 .050( I )(A). 

The loss was interior water damage due to water leaking from roof. Inspection of 
the roof found no storm damage. The water leak possibly occurred around a roof 
vent needing maintenance. On 11-19-09. the adjuster verbal!) denied repair to 
roof damage because of these maintenance issues. The Company fai led to 
provide a copy of the written denial letter in the file. 

The Company shall ensure that a ,vritten denial letter was sent to the insured with 
specific reference to the provisions, conditions, and exclusion. 

Claim N umber: 040509109505 

Reference:§ 375.1007(12) RSMo., and 20 CSR 100-1.0SO( l)(A) . 

The loss was interior water damage due to water leaking down siding from wear 
and tear and deterioration of the gutter. Inspection of the roof found no storm 
damage. On 8-20-09, the adjuster verbally denied repair to gutter damage 
because of these maintenance issues but agreed to pay for ensuing damages. The 
Company failed to provide a copy of the written denial lerter in the file. 

The Company shall ensure that a \vritten denial letter ""'as sent to the insured with 
specific reference to the provisions, conditions, and exclusion. 

Claim 'umber: O-l7509034566 

Reference: § 375.1007( 12) RS Mo., and 20 CSR I 00-1 .050( I )(A). 

The insured made a claim for hail damage loss to a roof and water damage from 
backup of water. On 6-1-09, the adjuster verbally informed the insured she was 
unable to make a claim for water damage as the damage was under the backup 
deductible and no hail damage to the roof was found. The Company failed tp 
provide a copy of the written denial letter in file. 

The Company shall ensure that a written denial letter was sent to the insured with 
specific reference to the provisions, conditions, and exclusion . 

Claim Number: 040509055222 
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Reference: § 375.1007( 12) RSMo., and 20 CSR I 00-1.050( I )(A). 

6. Commercial Lines Paid Claims 

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

9 
9 
Census 
0 
0% 

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

7. Private Passenger Auto Non-Paid Claims 

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

6 
6 
Census 
0 
0% 

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

8. Homeowners Non-Paid Claims 

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

21 
21 
Census 
0 
0% 

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

9. Commercial Non-Paid Claims 

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

2 
2 
Census 
0 
0% 

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

C. Practices ot in the Best Interest of Consumers 
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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 ma) expose the 
company to potential claims. 

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

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

Section 375.936(3), RSMo, requires companies lo 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 I , 2007, 
through December 31, 2009. The registry contained a total of one complaint. They 
reviewed the one complaint that went through DIFP. There were none that went 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 100-8.040. 

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

This study is based upon the time required by the Company to provide the examiners 
with the requested material or to respond lo criticisms. Missouri law requires companies 
to respond to criticisms and formal requests "vi thin 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-l imit, 
incl. any extensions 

Received outside time-limit. 
incl. any extensions 

No Response 
Total 

;\lumber of Criticisms 

5 

0 
0 
5 

Reference: §374.205.2(2), RSMo, and 20 CSR I 00-8.040 . 

B. Formal Request Time Studv 

Calendar Days Number of Requests 

Received w/in time-limit, 
incl. any extensions 15 

Received outside time-limit, 
incl. any extensions 0 

No Response ___ O __ _ 
Total 15 

Reference: §374.205.2(2), RSMo. and 20 CSR I 00-8.040 . 

18 

Percentaee 

100% 

0 % 
0% 

100% 

Percentage 

100% 

0% 
0% 

100% 



• 

• 

• 

EXAMINATION REPORT SUBMISSION 

Attached hereto is the Division of Insurance Market Regulation's Final Report of the 
examinaHon of Vigilant Insurance Company (NAJC #20397). Examination Number 
0904-1 9-TGT. This examination was conducted by Gary T. Meyer, Gerald Yiichitsch, 
Darren Jordan, and Shelly Herzing. The findings in the Final Report were extracted from 
the Market Conduct Examiner's Draft Report, dated June 23, 2010. Any changes from 
the text of the Market Conduct Examiner's Draft Report reflected in this Final Repon 
were made by the Chief Market Conduct Examiner or with the Chief Market Conduct 
Examiner's approval. This Final Report has been reviewed and approved by the 
u ersigned. 

Ji ealer 
Cliief Market Conduct Examiner 
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STATE OF MISSOURI 

COUNTY OF COLE 

) 
) 
) 

VERIFICA TIO OF WRITTE REPORT OF EXAMINA TIO 

I, Jim Mealer. on my oath swear that to the best of my knowledge and belief, the anached 
Examination Report is true and accurate and is comprised of only facts appearing upon 
the books. records, or other documents of the Company. its agents or other persons 
examined or as ascertained from the tel:imony of its officers or agents or other persons 
examined concerning its affairs. an such conclusions and recommendations as 
reasonably warranted from the facts. 

I -
I 

Jim Mealer, Chief Market Con9uct Examiner 
D,epartment of Insurance, Financial Institutions & 
P,rofessional Registration, 
State of Missouri 

Sworn to and subscribed before me this l~ay of,\~ , 20 12 . 

otary (Seal) 

My commission expires: 

~ \</..&OlfG 
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