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STIPULATED AGREEMENT ON CHANGES TO THE LOUISIANA CITIZENS
PROPERTY INSURANCE CORPORATION — COASTAL PLAN
EXAMINATION REPORT
AND ORDER ADOPTING SAME

NOW COMES the Louisiana Department of Insurance "LDOI" and Louisiana Citizens
Property Insurance Corporation, both appearing herein through their respective counsel, who
agree as follows:

IT IS STIPULATED AND AGREED by an between the parties that the attached report
as amended and supplemented shall become the final report of the Limited Scope Report of
Examination of The Market Conduct Affairs of Louisiana Citizens Property Insurance
Corporation — Coastal Plan as of October 9, 2006.

IN WITNESS HEREOF, the Stipulated Agreement of the parties is hereby duly
executed on behalf of each of the parties by their attorneys of record.

Respectfully Submitted,
Signed on; Signed gn;
This 22" day of JAMRY 20 M my of December” 2007
John W. Waters JIr. Arlene Knighten

VENU, FOSTER RYAN & O'BANNON, LLC Louisiana Department of Insurance
1010 Common Street, Suite 2200 P.O. Box 94214
New Orleans, LA 70112 Baton Rouge, LA 70804-9214
(504) 310-1500 (225) 342-4673
Direct: (504) 310-1560 Fax: (225) 342-1632
Fax: (504) 310-1501 Attorney for Louisiana Dept. of
Attorney for Louisiana Citizens Property Insurance

Insurance Corporation




ORDER
Considering the foregoing stipulated Agreement filed herein:

IT IS ORDERED that the stipulation be and hereby accepted as the finding in
this proceeding.

IT IS FURTHER ORDERED that the examination report be accepted, re-
adopted, and filed as amended by this stipulated agreement, as an official record of the
Louisiana Department of Insurance, and will become public immediately.

Y -
Baton Rouge, Louisiana the / 5 %y of fz‘/h&a s, 200_?
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LouisiaNa DEPARTMENT OF INSURANCE

JameEs J. DoNELON, COMMISSIONER

PO Box 94214
Baton RCUGE, Louisiana 70804-932 1 4
Pacne 12251 342-32300
Fax 12251 342-3078
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February 135, 2007

Honorable James J. Donelon
Commissioner of Insurance
P O Box 94214
Baton Rouge, Louisiana 70804-9214
Sir:
Pursuant to statutory provisions and in compliance with your instructions, a

limited market conduct examination has been made of the affairs of the

LOUISIANA CITIZENS PROPERTY INSURANCE CORPORATION -
COASTAL PLAN

433 METAIRIE ROAD, SUITE 400

METAIRIE, LOUISIANA 70005

as of October 9, 2006 and the report of examination is herewith submitted.




FOREWORD

A target market conduct examination was performed on the claims handling
activities of Louisiana Citizens Property Insurance Corporation Coastal Plan hereinafter
referred to as ("Coastal Plan or Company"), for policyholders affected by Hurricanes
Katrina and Rita.

SCOPE OF EXAMINATION

In accordance with LSA-R.S. 22:1301 D., the target market conduct examination
of the Company was a limited target market conduct examination authorized by the
Louisiana Department of Insurance (“Department”) to examine the Company’s handling
of claims by its own claims department and all service providers for claims filed with the
Company in Louisiana resulting from Hurricanes Katrina and Rita.

The purpose of this examination was to assure equitable treatment of Louisiana
policyholders and claimants by the Company and to assure compliance by the Company
and its service providers with Louisiana statutes, rules, directives, bulletins and
regulations, as well as the Company’s own procedures and guidelines. The examination
included, but was not limited to, the claims practices in Louisiana for policies affected by
Hurricanes Katrina and Rita.

The Audit Command Language (“ACL”) Program, a data manipulation program,
provided by the Louisiana Department of Insurance was utilized in this examination.
Sampled items were utilized to test the Company’s records and procedures. ACL was
used to generate random samples of sixty (60} claims records for review of open, closed
with payment, and denied claims. The sampled items selected for review were randomly
selected from claim data files provided by the Company. A minimum confidence level of
ninety-five percent (95%) with a maximum error rate of five percent (5%) was used for

all samples.






MacNeill Group, Inc.

Three random samples of sixty (60) claims relating to open, closed with payment,
and denied claims were selected from a listing provided by the Company for policies
affected by Hurricanes Katrina and Rita. Records furnished to the Department by
Citizens indicate that approximately twenty-nine hundred (2,900) Katrina and Rita
related claims were handled by MacNeill Group, Inc.

Open Claims Review

At the time of the on-site review of claims assigned to MacNeill Group, Inc. in
late November 2006, it was noted that twenty-seven (27) of these claims had been closed
from the time the sample was originally selected to the date the on-site review
commenced.

When examined in light of the benchmark claim adjustment standard applicable
to insurers set in forth in LSA-R.S. 22:658 A (3), the Coastal Plan, through its service
provider, MacNeill Group, Inc., had twenty-seven (27) claims that were not adjusted
within the 30 day time period.

It is noted that the above stated claims exceptions were identified using the
following process. The examiner reviewed each of the sixty (60) claims files for each
service provider to ascertain the date the claims were originally received by the
Company. The examiner then determined from claim file records the date of initial
contact with the claimant. If the initial contact date was determined to be less than thirty
(30) days from the date the claim was reported, no exception was noted.

In some instances, claims adjusters were unable to make initial contact with
claimants due to mandatory evacuation orders and/or restrictions by civil authorities to
enter certain areas or parishes and/or limited telecommunications and/or relocation of
adjustment firm personnel. Some policyholders were relocated several times without
notification. In these instances, it became nearly impossible to obtain the policyholders
consent to assess the risk.

For those claims that were originally determined to be exceptions using the

procedure above, the examiner took additional steps to ascertain the date that evacuation
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orders were lifted or when access to a previously restricted area was lifted. In those
instances, the examiner used this date as the date of receipt of the claim by the Company
to determine if the thirty (30) day threshold standard had been met. (See Citizens
Comments Section)

When examined in light of the benchmark claim payment standard applicable to
insurers set in forth in LSA-R.S. 22:658 A (1) & (4), the Coastal Plan, through its service
provider, MacNeiil Group, Inc., had ten (10) claims that were not paid within the 30 day
time period. (See Citizens Comments Section)

The Louisiana Citizens Service Provider Contract dictates that on-site
inspection of damaged property shall be conducted within 48 hours of initial contact
between the field claims adjuster and the claimant. It was found that twenty-four (24)
claims did not have timely site inspections performed by claims adjusters within the 48
hour time constraint as stipulated in the Service Provider Contract. It is recommended
that Citizens reevaluate the contents of the Service Provider Contract to allow for
catastrophic events that might impair the ability of outside claim adjusters from scoping
the claimants’ property within 48 hours of the date of contact. (See Citizens Comments
Section)

It was found that fourteen (14) claims were not adequately documented by the
service provider when the on-site review was performed. It is recommended that the
Company and service providers ensure claim files are adequately documented and are in
compliance with established guidelines and procedures in accordance with the Louisiana

Citizens Claims Program and Procedures Guide.

Closed with Payment Claims Review

When examined in light of the benchmark claim adjustment standard applicable
to insurers set in forth in LSA-R.S. 22:658 A (3), the Coastal Plan, through its service
provider, MacNeill Group. Inc. had thirteen (13) claims that were not adjusted within the
30 day time period.

It is noted that the above stated claims exceptions were identified using the

following process. The examiner reviewed each of the sixty (60) claims files for each

service provider to ascertain the date the claims were originally received by the




Company. The examiner then determined from claim file records the date of initial
contact with the claimant. If the initial contact date was determined to be less than tharty
(30) days from the date the claim was reported, no exception was noted.

In some instances, claims adjusters were unable to make initial contact with
claimants due to mandatory evacuation orders and/or restrictions by civil authorities to
enter certain areas or parishes and/or limited telecommunications and/or relocation of
adjustment firm personnel. Some policyholders were relocated several times without
notification. In these instances, it became nearly impossible to obtain the policyholders
consent to assess the risk.

For those claims that were originally determined to be exceptions using the
procedure above, the examiner took additional steps to ascertain the date that evacuation
orders were lifted or when access to a previously restricted area was lifted. In those
instances, the examiner used this date as the date of receipt of the claim by the Company
to determine if the thirty (30) day threshold standard had been met. (See Citizens
Comments Section)

When examined in light of the benchmark claim payment standard applicable to
insurers set in forth in LSA-R.S. 22:658 A (1) & (4), the Coastal Plan, through its service
provider, MacNeill Group, Inc., had seven (7) claims that were not paid within the 30 day
time period. (See Citizens Comments Section)

The Louisiana Citizens Service Provider Contract dictates that on-site
inspection of damaged property shall be conducted within 48 hours of initial contact
between the field claims adjuster and the claimant. It was found that twenty-nine (29)
claims did not have timely site inspections performed by claims adjusters within the 48
hour time constraint as stipulated in the Service Provider Contract. It is recommended
that Citizens reevaluate the contents of the Service Provider Contract to allow for
catastrophic events that might impair the ability of outside claim adjusters from scoping
the claimants’ property within 48 hours of the date of contact. (See Citizens Comments
Section)

It was found that three (3) claims were not adequately documented by the service
provider when the on-site review was performed. It is recommended that the Company

and service providers ensure claim files are adequately documented and are in
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compliance with established guidelines and procedures in accordance with the Louisiana

Citizens Claims Program and Procedures Guide.

Denied Claims Review
This review determined that claims denied without payment were handled in
accordance with applicable statutes and regulations. The following table shows the

reasons for the closure or denial of the claims:

Reason for Closure or Denial Number of Claims
Duplicate or incorrect assignment claims 35

Wind loss less than deductible 12

Insured withdrew claim 5

Paid claim (not a denied claim) 4

Flood loss denied, wind loss less than deductible 3

Policy not in effect 1_

Total 6

First Premium Insurance Group, Inc.

Three random samples of sixty (60) claims relating to open, closed with payment,
and denied claims were selected from a listing provided by the Company for policies
affected by Hurricanes Katrina and Rita. Records furnished to the Department by
Citizens indicate that approximately thirteen hundred (1,300) Katrina and Rita related

claims were handled by First Premium Insurance Group, Inc.

Open Claims Review

At the time of the on-site review of claims assigned to First Premium Insurance
Group, Inc. in late December 2006 and early January 2007, it was noted that nine (9) of
these claims had been closed from the time the sample was originally selected to the date
the on-site review commenced.

When examined in light of the benchmark claim adjustment standard applicable
to insurers set in forth in LSA-R.S. 22:658 A (3), the Coastal Plan, through its service
provider, First Premium Insurance Group, Inc., had eight (8) claims that were not

adjusted within the 30 day time period.
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It is noted that the above stated claims exceptions were identified using the
following process. The examiner reviewed each of the sixty (60) claims files for each
service provider to ascertain the date the claims were originally received by the
Company. The examiner then determined from claim file records the date of initial
contact with the claimant. If the initial contact date was determined to be less than thirty
(30) days from the date the claim was reported, no exception was noted.

In some instances, claims adjusters were unable to make initial contact with
claimants due to mandatory evacuation orders and/or restrictions by civil authorities to
enter certain areas or parishes and/or limited telecommunications and/or relocation of
adjustment firm personnel. Some policyholders were relocated several times without
notification. In these instances, it became nearly impossible to obtain the policyholders
consent to assess the risk.

For those claims that were originally determined to be exceptions using the
procedure above, the examiner took additional steps to ascertain the date that evacuation
orders were lifted or when access to a previously restricted area was lifted. In those
instances, the examiner used this date as the date of receipt of the claim by the Company
to determine if the thirty (30) day threshold standard had been met. (See Citizens
Comments Section)

When examined in light of the benchmark claim payment standard applicable to
insurers set in forth in LSA-R.S. 22:658 A (1) & (4), the Coastal Plan, through its service
provider, First Premium Insurance Group, Inc., had nine (9) claims that were not paid
within the 30 day time period. (See Citizens Comments Section)

The Louisiana Citizens Service Provider Contract dictates that on-site
inspection of damaged property shall be conducted within 48 hours of initial contact
between the field claims adjuster and the claimant. It was found that seventeen (17)
claims did not have timely site inspections performed by claims adjusters within the 48
hour time constraint as stipulated in the Service Provider Contract. [t is recommended
that Citizens reevaluate the contents of the Service Provider Contract to allow for
catastrophic events that might impair the ability of outside claim adjusters from scoping
the claimants’ property within 48 hours of the date of contact. (See Citizens Comments

Section)
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It was found that twelve (12) claims were not adequately documented by the
service provider when the on-site review was performed. It is recommended that the
Company and service providers ensure claim files are adequately documented and are in
compliance with established guidelines and procedures in accordance with the Louisiana

Citizens Claims Program and Procedures Guide.

Closed with Payment Claims Review

When examined in light of the benchmark claim adjustment standard applicable
to insurers set in forth in LSA-R.S. 22:658 A (3), the Coastal Plan, through its service
provider, First Premium Insurance Group, Inc., had nine (9) claims that were not adjusted
within the 30 day time period.

It is noted that the above stated claims exceptions were identified using the
following process. The examiner reviewed each of the sixty (60) claims files for each
service provider to ascertain the date the claims were originally received by the
Company. The examiner then determined from claim file records the date of initial
contact with the claimant. If the initial contact date was determined to be less than thirty
(30) days from the date the claim was reported, no exception was noted.

In some instances, claims adjusiers were unable to make initial contact with
claimants due to mandatory evacuation orders and/or restrictions by civil authorities to
enter certain areas or parishes and/or limited telecommunications and/or relocation of
adjustment firm personnel. Some policyholders were relocated several times without
notification. In these instances, it became nearly impossible 1o obtain the policyholders
consent to assess the risk.

For those claims that were originally determined to be exceptions using the
procedure above, the examiner took additional steps to ascertain the date that evacuation
orders were lifted or when access to a previously restricted area was lifted. In those
instances, the examiner used this date as the date of receipt of the claim by the Company
to determine if the thirty (30) day threshold standard had been met. (See Citizens
Comments Section)

When examined in light of the benchmark claim payment standard applicable to
insurers set in forth in LSA-R.S. 22:658 A (1) & (4), the Coastal Plan, through its service
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provider, First Premium Insurance Group, Inc., had six (6) claims that were not paid
within the 30 day time period. (See Citizens Comments Section)

The Louisiana Citizens Service Provider Contract dictates that on-site
inspection of damaged property shall be conducted within 48 hours of initial contact
between the field claims adjuster and the claimant. It was found that thirty-six (36)
claims did not have timely site inspections performed by claims adjusters within the 48
hour time constraint as stipulated in the Service Provider Contract. It is recommended
that Citizens reevaluate the contents of the Service Provider Contract to allow for
catastrophic events that might impair the ability of outside claim adjusters from scoping
the claimants” property within 48 hours of the date of contact. (See Citizens Comments
Section)

It was found that thirteen (13) claims were not adequately documented by the
service provider when the on-site review was performed. It is recommended that the
Company and service providers ensure claim files are adequately documented and are in
compliance with established guidelines and procedures in accordance with the Louisiana

Citizens Claims Program and Procedures Guide.

Denied Claims Review
This review determined that claims denied without payment were handled in
accordance with applicable statutes and regulations. The following table shows the

reasons for the closure or denial of the claims:

Reason for Closure or Denial Number of Claims
Duplicate or incorrect assignment claims 25
Wind loss less than deductible ‘ 21
Insured withdrew claim 5

Paid claim (not a denied claim} 4
Flood loss denied, wind loss less than deductible 3
Policy not in effect 2
Total 60

Bankers Insurance Company




Three random samples of sixty (60) claims relating to open, closed with payment,
and denied claims were selected from a listing provided by the Company for policies
affected by Hurricanes Katrina and Rita. Records fumished to the Department by
Citizens indicate that approximately twenty-two hundred (2,200) Katrina and Rita related

claims were handled by Bankers Insurance Company.

Open Claims Review

At the time of the on-site review of claims assigned to Bankers Insurance
Company in January 2007, it was noted that twenty-nine (29) of these claims had been
closed from the time the sample was originally selected to the date the on-site review
commenced.

When examined in light of the benchmark claim adjustment standard applicable
to insurers set in forth in LSA-R.S. 22:658 A (3), the Coastal Plan, through its service
provider, Bankers Insurance Company, had twenty-two (22) clains that were not
adjusted within the 30 day time period.

It is noted that the above stated claims exceptions were identified using the
following process. The examiner reviewed each of the sixty (60) claims files for each
service provider to ascertain the date the claims were originally received by the
Company. The examiner then determined from claim file records the date of initial
contact with the claimant. If the initial contact date was determined to be less than thirty
(30) days from the date the claim was reported, no exception was noted.

In some instances, claims adjusters were unable to make initial contact with
claimants due to mandatory evacuation orders and/or restrictions by civil authorities to
enter certain areas or parishes and/or limited telecommunications and/or relocation of
adjustment firm personnel. Some policyholders were relocated several times without
notification. In these instances, it became nearly impossible to obtain the policyholders
consent to assess the risk.

For those claims that were originally determined to be exceptions using the
procedure above, the examiner took additional steps to ascertain the date that evacuation

orders were lifted or when access to a previously restricted area was lifted. In those

instances, the examiner used this date as the date of receipt of the claim by the Company




to determine if the thirty (30) day threshold standard had been met. (See Citizens
Comments Section)

When examined in light of the benchmark claim payment standard applicable to
insurers set in forth in LSA-R.S. 22:658 A (1) & (4), the Coastal Plan, through its service
provider, Bankers Insurance Company, had five (5) claims that were not paid within the
30 day time period. (See Citizens Comments Section)

The Louisiana Citizens Service Provider Contract dictates that on-site
inspection of damaged property shall be conducted within 48 hours of initial contact
between the field claims adjuster and the claimant. It was found that thirty-one (31)
claims did not have timely site inspections performed by claims adjusters within the 48
hour time constraint as stipulated in the Service Provider Contract. [t is recommended
that Citizens reevaluate the contents of the Service Provider Contract to allow for
catastrophic events that might impair the ability of outside claim adjusters from scoping
the claimants’ property within 48 hours of the date of contact. (See Citizens Comments
Section)

It was found that three (3) claims were not adequately documented by the service
provider when the on-site review was performed. It is recommended that the Company
and service providers ensure claim files are adequately documented and are in
compliance with established guidelines and procedures in accordance with the Louisiana

Citizens Claims Program and Procedures Guide.

Closed with Payment Claims Review

When examined in light of the benchmark claim adjustment standard applicable
to insurers set in forth in LSA-R.S. 22:658 A (3), the Coastal Plan, through its service
provider, Bankers Insurance Company, had nine (9) claims that were not adjusted within
the 30 day time period.

It is noted that the above stated claims exceptions were identified using the
following process. The examiner reviewed each of the sixty (60) claims files for each

service provider to ascertain the date the claims were originally received by the

Company. The examiner then determined from claim file records the date of initial




contact with the claimant. If the initial contact date was determined to be less than thirty
(30) days from the date the claim was reported, no exception was noted.

In some instances, claims adjusters were unable to make initial contact with
claimants due to mandatory evacuation orders and/or restrictions by civil authorities to
enter certain areas or parishes and/or limited telecommunications and/or relocation of
adjustment firm personnel. Some policyholders were relocated several times without
notification. In these instances, it became nearly impossible to obtain the policyholders
consent to assess the risk.

For those claims that were originally determined to be exceptions using the
procedure above, the examiner took additional steps to ascertain the date that evacuation
orders were lifted or when access to a previously restricted area was lifted. In those
instances, the examiner used this date as the date of receipt of the claim by the Company
to determine if the thirty (30) day threshold standard had been met. (See Citizens
Comments Section)

When examined in light of the benchmark claim payment standard applicable to
insurers set in forth in LSA-R.S. 22:658 A (1) & (4), the Coastal Plan, through its service
provider, Bankers Insurance Company, had five (8) claims that were not paid within the
30 day time period. (See Citizens Comments Section)

The Louisiana Citizens Service Provider Contract dictates that on-site
inspection of damaged property shall be conducted within 48 hours of initial contact
between the field claims adjuster and the claimant. It was found that thirty-six (36)
claims did not have timely site inspections performed by claims adjusters within the 48
hour time constraint as stipulated in the Service Provider Contract. It is recommended
that Citizens reevaluate the contents of the Service Provider Contract to allow for
catastrophic events that might impair the ability of outside claim adjusters from scoping
the claimants’ property within 48 hours of the date of contact. (See Citizens Comments
Section)

It was found that one (1) claim was not adequately documented by the service
provider when the on-site review was performed. It is recommended that the Company

and service providers ensure claim files are adequately documented and are in
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compliance with established guidelines and procedures in accordance with the Louisiana

Citizens Claims Program and Procedures Guide.

Denied Claims Review
This review determined that claims denied without payment were handled in
accordance with applicable statutes and regulations. The following table shows the

reasons for the closure or demal of the claims:

Closed Without Payment

Reason for Closure or Denial Number of Claims
Duplicate or incorrect assignment claims 25

Wind loss less than deductible 13

Insured withdrew claim 7

Paid claim (not a denied claim) 4

Policy not in effect 4

Flood loss denied, wind loss less than deductible 4

Non cooperation by insured 3

Total 60
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In essence, we have taken your recommendations under advisement. LCPIC is
revising the Claims manual to include guidelines for catastrophe handling. LCPIC
and its Service Providers are working diligently to improve our efficiencies and
compliance to the procedures and guidelines outlined by LA statutes, rules,
regulations, and the company’s Claims Procedural Manual.

Sincerely,

<“> f’;iuw )(u/(c:ﬁ_..__,

LA Citizens Property Insurance Corp.
Stephanie Jackson, Claims Manager
5555 Hilton Ave

Suite 320

Baton Rouge, L.a. 70808




