Department of Insurance

THE EXAMINATION OF;

OMNI INDEMNITY COMPANY
601 WEST MONROE
SPRINGFIELD, ILLINOIS 62704

MARKET CONDUCT EXAMINATION WARRANT

|, the undersigned, Director of Insurance of the State of Hinois, pursuant o
Sections 5/13 2.,»2%, /132, 57401, 5/402, 5/403 and 54425 of the Hinois
Insurance Code (215 1LCS 5/131.21, 57132, 5/401, 57402 and 57425} do herchy
appoint Bernie Sullivan, Examiner-tn-Charge and asseciates as the proper
RTSONS to examing the msurance business and aflairs of Omni Indemnity

company of Springfield, HHinois, and to make a full and true report to me of
the examination made by them of Omni Indemnity Company with a ful]
statement of the condition and operation of the business and affairs of Oinni
Indemnity Company with any other information as shall in my opinion be
necessary to examine the condition and operation of its businéss and affairs and
the manner in which it conducts its business.

The persons so appointed shall also have the power to administer paths and
to examine any person concerning the business, conduct, or affairs of Omni
Indemnity Company.

IN TESTIMONY WHEREOF,

Phereto setmy hand and cause 1o be affixed the Seal of my affice,
Bome ar the Uity of Springiield, this [/ Gty duy of W eesade

w
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IN THE MATTER OF THE EXAMINATION OF

OMNI INDEMNITY COMPANY
601 WEST MONROE
SPRINGFIELD, IL 62704

MARKET COND

I, the undersigned, Director of Insurance of the State of Illinois, pu to Sections
4 03 and 425 of the Ulinois Insurance Code (ﬁgg?hi S 5/132, §/401,

132, 401, 401.5,402

T
it 10 Secti

102, 403 an, |
5/401.5, /402, 5/403, and 5/425) do hem%?pp?im Scott A. Hanfling, Mark Wiison, Tim
L 1ear

Kelly, and Meghan Welch at Kerns Frost

man, LLC as Examiners to agsist the

Hlinos Department of Insurance (“Departnent™ in the completion of the market condugt

examination of Omni Indemnity Company, NAIC # 34940, {the “Company™) by reviewing
and completing the examination report prepared by Examiner in Charge, Bernie Sullivan,
including the review of any objections or rebutials submitted by the Qig%:‘h}‘ regar dmg
the findings of such reports, and drafting of any related Stipula jon and Consent Order for
the review and approval of the Director.” The costs of this examination shall be bore by

the Company.

The persons so appointed shall also have the power to administer oaths and to examine

any person concerning the business,

conduct, or affairs of the Company.

IN TESTIMONY WHEREOF, | hereto st my hand and cause to he
affixed this Seal.

Done at the City of Chicago, this 1% day of October, 2012,

Do) Lo -
Andrew Boroy Director
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This Market Conduct Examination was conducted pursuant to Sections 5/132, 5/401,
5/402, 5/403 and 5/425 of the Illinois Insurance Code (Z151LCS 5/132 5/401, 5/402,
5/403 and 5/425). It was conducted in accordance with standard procedures of the
Market Conduct Examination Section by duly qualified examiners of the Illinois

Department of Insurance.

This report is divided into five parts. They are as follows: Summary, Background,
Methodology, Findings and Technical Appendices. All files reviewed were reviewed on
the basis of the files’ contents at the time of the examination. Unless otherwise noted, all
overcharges (underwriting) and/or underpayments (claims) were reimbursed during the

course of the examination.

No company, corporation, or individual shall use this report or any statement, excerpt,
portion, or section thereof for any advertising, marketing or solicitation purpose. Any
company, corporation or individual action contrary to the above shall be deemed a
violation of Section 149 of the Illinois Insurance Code (215 ILCS 5/ 149).

The Examiner-in-Charge was responsible for the conduct of this examination. The
Examiner-in-Charge did approve of each criticism contained herein and has sworn to the

accuracy of this report.

James J. Morris
Assistant Deputy Director
Market Conduct and Analysis Section
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MARKET CONDUCT EXAMINATION REPORT

DATE OF EXAMINATION: January 3, 2011, through March 25, 2011
EXAMINATION OF: Omni Indemnity Company
(P & C Domestic)

LOCATION: 2018 Powers Ferry Road

Atlanta, GA 30339
PERIOD COVERED BY December 1, 2009 through November 30, 2010
EXAMINATION:
EXAMINERS: Bernie Sullivan Jr. LUTCF

Examiner-in-Charge
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SUMMARY

1.

The Company was criticized under 215 ILCS 5/143.15 for failing to provide 30
day advance notice of cancellation. A class trend criticism was issued in the
automobile cancellation survey.

The Company was criticized under 50 1ll. Adm. Code 919.80(b)(2) for failing to
provide insureds with a reasonable explanation for delay in payment of claims.
Class trend criticisms were issued in the first party paid, first party closed without
payment, and total loss surveys.

The Company was criticized under 50 1. Adm. Code 919.80(b)(3) for failing to
provide third party claimants with a reasonable explanation for delay in payment
of claims. A class trend criticism was issued in the third party paid survey.

The Company was criticized under 50 Ill. Adm. Code 919.80(c) for failing to
provide insureds with the minimum information contained in the right of recourse
letter known as Exhibit "A" and failing to provide this information within 7 days
of determination of the total loss. A class trend criticism was issued in the total
loss survey.

The Company was criticized under 215 ILCS 5/154.6d for failing to pay the full
amount of the calculated total loss value resulting in an underpayment of $31.17.
A refund was processed during the examination.

The Company was criticized under 215 ILCS 5/154.6r for failing to treat all
insureds equally resulting in underpayments totaling $425.00. The practice of the
Company is to pay the tax, title and transfer fees at settlement without proof of
purchase of a replacement vehicle. In four (4) total loss claims, the Company
failed to pay the correct amount. Refunds were processed during the examination.
The Company was criticized under 50 Ill. Adm. Code 919.80(d)(3) for deducting
$1,000.00 from the seitlement amount of one claim for advanced storage charges
when the charges were not a result of the insured's actions. A refund was
processed during the examination.

The Company was criticized under 50 Ill. Adm. Code 919.80(b)(2) for failing to
maintain a median of 40 days or below in the total loss survey. The median
calculated for the survey was 44 days. A general trend criticism was issued.



IL BACKGROUND:

Omni Indemnity Company

Omni Insurance Company is an Illinois domiciled multiple line property and casualty insurance
company that was organized June 30, 1980, in Georgia as American Hannover Insurance
Company. It began business as a reinsurer on September 19, 1980. At inception, Omni
Insurance Company was a wholly-owned subsidiary of Hannover Holdings, Inc.

A new holding company was formed on June 2, 1986, when Hannover and Sunbelt Life
Insurance Company became the Omni Insurance Group. In 1989, Sunbelt Life Insurance
Company amended its charter to become a property casualty insurer. The name of the successor
company was Omni Indemnity Company. Omni Indemnity received a Certificate of Authority
from its domicile State, Georgia, in November 1989.

On December 1, 1994, the Illinois Department of Insurance granted approval for Omni Insurance
Company to move its domicile from Georgia to Illinois. The change was approved by the
Georgia Department of Insurance and became effective December 31, 1994.

On June 10, 1996, Omni Indemnity Company officially changed its domicile from Georgia to
Illinois. Its Articles of Reorganization and Bylaws were amended on July 18, 1996.

 On February 12, 1998, all outstanding stock of the Omni Group was acquired by The Hartford
Financial Service Group, Inc.

On November 30, 2006, Omni Insurance Group, Inc. was acquired by American Independent
Companies, Inc., a subsidiary of Independent Insurance Investments, Inc. ‘

Omni Indemnity writes non-standard automobile insurance in Alabama, Georgia, Florida, and
Illinois.
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METHODOLOGY:

The Market Conduct Examination places emphasis on an insurer's systems and
procedures used in dealing with insureds and claimants.

The following categories are the general areas examined:

1. Risk Selections
2. Underwriting
3. Claims

4. Complaints

The review of these categories is accomplished through examination of individual claim
files, written interrogatorics and interviews with Company personnel. Each of these
categories is examined for compliance with Department of Insurance rules and
regulations and applicable state laws.

The report concerns itself with improper practices performed with such frequency as to
indicate general business practices.  Individual criticisms are identified and
communicated with the insurer, but not cited in the report if not indicative of a general
trend, except to the extent that there were underpayments and/or overpayments.

The following method was used to obtain the required samples and to assure a methodical
selection.  Surveys were developed from Company generated Excel spreadsheets.
Random statistical printout reports were generated by the examiners and presented to the
Company for retrieval.

Risk Selection

Cancellations and nonrenewals were requested on the basis of the effective date of the
transaction falling within the period under examination. They were reviewed for their
compliance with statutory requirements, the accuracy and validity of reasons given, and
for any possible discrimination.

Underwriting

New files were selected based on the inception date falling within the period under
examination. New policies were reviewed for rating accuracy, use of filed rates, use of
filed forms, compliance with Company underwriting guidelines, and to ensure that the
protection provided was as requested.



Claims

Claims were requested based on the settlement occurring within the period under
examination.

All claims were reviewed for compliance with policy contracts and endorsements,
applicable sections of the Illinois Insurance Code (215 ILCS 5/1 et seq.) and Part 919 (50
1. Adm. Code 919).

Selection of Samples

# %
Survey Population  Reviewed Reviewed
Risk Selection:
Automobile Cancellations 95 95 100.00%
Automobile Nonrenewals 9 9 100.00%
Underwriting:
Automobile Non-Standard New Business 3387 116 3.42%
Claims:
First Party Paid & Median 82 82 100.00%
First Party Closed without Payment 80 80 100.00%
Third Party Paid & Median 198 89 44.94%
Third Party Closed without Payment 47 47 100.00%
Subrogation 1 1 100.00%
Total Losses 68 68 100.00%
Department & Consumer Complaints:
Complaints 6 6 100.00%



1v.

FINDINGS:

A.

B.

C.

Risk Selections:

1. Automobile Cancellations

Four (4) automobile cancellation files (4.16% of the 96 files reviewed) failed
to maintain the required proof of mailing as mandated by 215 ILCS 5/143.14.

Ninety-two automobile cancellation files (96.84% of the 95 files reviewed)
failed to provide a 30 day advance notice of cancellation as required by 215
ILCS 5/143.15. A class trend criticism was issued.

2. Automobile Nonrenewals

There were no criticisms in this survey.

Underwriting:

1. Automobile Non-Standard New Business

There were no criticisms in this survey.

Claims:

1. First Party Paid & Median

The median payment period was 17 days distributed as follows:

Days
0-30
31-60
61-90
91-180
181-365
Over 365
Total

Nunber Percentage
57 69.51%
19 23.17%

4 4.88%
2 2.44%
0 0.00%
0 0.00%
82 100.00%

Five (5) first party paid claims (6.09% of the 82 files reviewed but 100.00% of
the files requiring a delay letter) failed to provide a reasonable explanation for
delay as required by 50 Ill. Adm. Code 919.80(b)}(2). A class trend criticism

was 1ssued.



2. First Party Closed without Payment

Nine (9) first party closed without payment claims (11.25% of the 80 files
reviewed) failed to provide a reasonable written explanation for delay to the
insured as required by 50 Ill. Adm. Code 919.80(b)(2). A class trend criticism
was issued.

3. Third Party Paid & Median
The median payment period was 33 days where subrogation was not pursued

and 36 days where subrogation was pursued The median payment period for
all third party claim files used was distributed as follows:

Days Number Percentage
0-30 32 36.36%
31-60 26 29.55%
61-90 9 10.23%
91-180 16 1. 18.18%
181-365 5 5.68%
Over 365 0 0.00%
Total 88 100.00%

Two (2) third party paid claims (2.24% of the 89 files reviewed) failed to
conduct a prompt investigation by not attempting to contact the claimants
within 21 days as specified in 50 Ill. Adm. Code 919.40 and mandated by 215
ILCS 5/154.6(c).

Fourteen (14) third party claim files (15.73% of the 89 files reviewed) failed
to provide the claimant with a reasonable written explanation for delay as
required by 50 Ill. Adm. Code 919.80(b)(3). A class trend criticism was
issued.

4. Third Party Closed without Payment
Three (3) third party closed without payment claims (6.38% of the 47 files
reviewed) failed to make a bonafide attempt to contact the claimant as
mandated in 215 ILCS 5/154.6(c) and as defined 50 11l. Adm. Code 919.40.
Three (3) third party closed without payment claims (6.38% of the 47 files
reviewed) failed to provide a reasonable written explanation for delay as
required by 50 Ill. Adm. Code 919.80(b)(3).

5. Subrogation

There were no trends or areas of concern.



6. Total Losses

The median payment period was 44 days distributed as follows:

Days Number Percentage
0-30 IS 22.06%
31-60 35 51.47%
61-90 8 11.76%
91-180 9 13.24%
181-365 1 1.47%
Over 365 0 0.00%
Total 68 100.00%

Thirty five (35) total loss claim files (51.47% of the 68 files reviewed and
100.00% of the files remaining unresolved after 40 days and therefore
requiring a delay letter) failed to provide the insured with a reasonable written
explanation for delay in payment of the claim in violation of 50 Il Adm.
Code 919.80(b)(2). No reasonable explanation was provided in the status
letters sent. A class trend criticism was issued.

Sixty eight (68) total loss claim files (100.00% of the 68 files reviewed) either
failed to provide the minimum information contained in Exhibit A (17 files) or
failed to provide the minimum information within 7 days of determination of
the total loss (51 files) as required by 50 IlIl. Adm. Code 919.80(c). A class
trend criticism was issued.

In one (1) total loss claim file (1.47% of the 68 files reviewed) the company
failed to pay the correct value of the vehicle as determined in the evaluation
process resulting in an underpayment of $31.17. Therefore, the Company
failed to effectuate a fair and equitable settlement as mandated in 215 ILCS
5/154.6(d). A refund was processed during the examination.

Four (4) total loss claim files (5.88% of the 68 files reviewed) failed to pay the
title and transfer fees to the insured resulting in underpayments totaling
$425.00. The Company’s practice is to pay the tax, title and transfer fees at
the time of settlement without proof of a replacement vehicle. In these four
files, the Company either paid the incorrect amount (2 files) or failed to pay
the fees (2 files). Therefore, the Company violated 215 ILCS 5/154.6(d) by
failing to treat all insureds equally. Refunds were processed during the
€xamination.

In one (1) total loss claim tile (1.47% of the 68 files reviewed) the Company
deducted $1,000.00 for advance storage charged when it was not the result of
the insured’s action in violation of 50 IIl. Adm. Code 919.80(d)(3). A refund
was processed during the examination.



The Company failed to maintain a median for the first party total loss claims
of 40 days or less from the date of report of loss to the date of final payment.
The median for the total loss survey was calculated which fails to satisfy the
40 day median in 50 Ill. Adm. Code 919.80(b0(2).

D. Complaints
1. Department & Consumer Complaints

There were no criticisms in this survey.



V. TECHNICAL APPENDICES:

FIRST PARTY PAID & MEDIAN

MEDIAN |
DISTRIBUTION ,
0-30 57 69.51%
3160 19 [ 2347%
61-90 4 4.88%
BT TR R U Y T
181-365 0 0.00%
_over 3685 0 T 000%
Total 82 100.00%

Median Distribution

0.0%
9% 24% 0.0%

®0-30
033160
®61-90
£0191-180
®181.365
Bover 3656




V. TECHNICAL APPENDICES: coutinued

THIRD PARTY PAID & MEDIAN

ECE N e

" 481-365

Total

Median Distribution

8.7% 0.0'_%

80-30
83160

#6190

091-180
B181-365
Bover 366
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V. TECHNICAL APPENDICES: continued

TOTAL LOSS PAID

DISTRIBUTION

No. Days SRS R e
Category .~ Number - - | Percent
0-30 15 22.06%
3160 | T35 T B4
61-90 8 1
181-365 |
oover365 | 0 | 000%
Total 68 100.00%

N
-
PN
3
eS|

MEDIAN DISTRIBUTION

0%

# No, Days Category
®0-30

# 31-60

©861-90

291-180

% 181-365

= over 365

% Total

0% 1%
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STATE OF ILLINOIS )

)} ss

COUNTY OF COOK )

Bernie Sullivan, being first duly sworn upon his oath, deposes and says:

That he was appointed by the Director of Insurance of the State of Illinois (the
“Director”) as Examiner-In Charge to examine the insurance business and affairs
of Omni Indemnity Company, NAIC # 34940;

That, as Examiner-In-Charge, he was directed to make a full and true report to
the Director of the examination with a full statement of the condition and
operation of the business and affairs of the Company with any other information
as shall in the opinion of the Examiner-In-Charge be requisite to furnish the
Director with a statement of the condition and operation of the Company’s

business and affairs and the manner in which the Company conducts Its
business;

That neither he nor any other persons designated as examiners nor any
members of their immediate families is an officer of, connected with, or
financially interested in the Company nor any of the Company’s affiliates other
than as policyhoiders, and that neither he nor any other persons designated as
examiners nor any members of their immediate families is financially interested
in any other corporation or person affected by the examination;

That an examination was made of the affairs of the Company pursuant to the

authority vested in the Examiner-In-Charge by the Director of Insurance of the
State of Illinois;

That he was the Examiner-in-Charge of sald examination and the attached
report of examination is a full and true statement of the condition and operation
of the Insurance business and affalrs of the Company for the perlod covered by
the Report as determined by the examiners;
That the Report contains only facts ascertained from the books, papers, records,
or documents, and other evidence obtained by investigation and examined or
ascertained from the testimony of officers or agents or other persons examined

under oath concerning the business, affairs, conduct, and performance of the
company.

Bernie Sullivan
Examiner-In-Charge

R O %ﬂagw;gr;\

Subscribed and sworn to before me

1

this . day of .}, ... Fyoroy 2012,

Y. Wi DIANA G OCHOA .

AN ' OFFICIAL SEAL

i

e

fro.
s 1 - -1

R . S NOTARY PUBLIC - STATE OF ILLINOIS
Notary Public MY COMMISSION EXPIRES:0802/14

5 *




Illinois Department of Insurance

PAT QUINN ANDREW BORON
Governor Director
November 29, 2012
Bruce Scott Arneson
President
Omni Indemnity Company
1862 Charter Lane
Suite 102 sent via USPS certified mail
Lancaster, PA 17601 return receipt requested

Dear Mr. Areneson :

A Market Conduct Examination of your companies was conducted by authorized examiners designated

by the Director of Insurance pursuant to Illinois Insurance Code Sections 132, 401, 402, 403 and 425 of
the Illinois Insurance Code. The examination covered the period December 1, 2009 through November
30, 2010.

As required by Iilinois Insurance Code Section 132, please find attached a copy of the verified
examination report. This Department is providing the examined companies an opportunity to make a
written submission or rebuttal with respect to any matters in the attached report. Please provide any
such written submission or rebuttals to the undersigned by close of business, Friday, December 28,
2012.

Illinois Insurance Code Section 132 provides that the Director of Insurance must afford your company
an opportunity to demand a hearing with reference to the facts and other evidence contained in this
report. Section 132 further provides that your company may request a Hearing within ten (10) days after
receipt of the above Report by giving the Director of Insurance written notice of such request together
with a statement of your objections. The deadline to request a hearing is hereby extended until
December 28, 2012.

Please contact me if you have any questions.

Yours Truly,

Perttes = F7] pises

James J. Morris

Assistant Deputy Director
Market Conduct and Analysis
Ilinois Department of Insurance
320 West Washington Street
Springfield IL 62767
312-833-5582 mobile
217-557-8463 fax
james.j.morris@jillinois.gov

320 West Washington St.
Springficld, Minois 62767-0001
(217) 7824515



Illinois Department of Insurance

PAT QUINN ANDREW BORON
Governor Director

January 3, 2013

Mr. Bruce Scott Arneson

President
Omni Indemnity Company sent via USPS certified mail
1000 River Road, Suite 300 return receipt requested

Conshohocken, PA 19428

Re: Market Conduct Examination
Stipulation and Consent Order

Dear Mr. Arneson

Attached for your records is the captioned Stipulation and Consent Order which has been executed by
yourself and Director Boron. Please be advised that the deadline to provide proof of compliance with
Order # 9 and submit the $10,000 civil forfeiture agreed to in Order # 10 is hereby extended to February
8,2013.

Please contact me if you have any questions regarding this matter.

Sincerely,

Mary L. Smith

Chief Legal Counsel

Illinois Department of Insurance
James R. Thompson Center

100 W, Randolph St., Suite 9-301
Chicago, IL 60601-3395
312-814-4036
Mary.L.Smith@illinois.gov

320 West Washington St.
Springfield, ltlinois 62767-0001
(217) 782-4515






