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I. SUMMARY 
 

A targeted market conduct examination of Continental Indemnity Company (“Company”) was 
performed to determine compliance with Illinois Statutes and the Illinois Administrative Code. 
 
The following represent general findings, however, specific details are found in each section of 
the report.  
 

TABLE OF TOTAL VIOLATIONS 

Crit 
# Statute/Rule Description of Violations Population Files 

Reviewed 

Number 
of Files 

in Error  

Error 
% 

1, 
3,4,
6 & 

7 

215 ILCS 
5/462b 

Failure to apply correct 
classifications, payrolls or 
other factors of a rating 
system to compute 
premium 

772 113 8 7% 

8 820 ILCS 
305/8.2(d)(1) 

Failure to make payment 
within 30 days  

940 91 74 81 % 

9 820 ILCS 
305/8.2(d)(3) 

Failure to pay interest due 
for late claim payments  

940 91 74 81% 

10 820 ILCS 
305/19(o) 

Failure to provide evidence 
of monthly reporting 

772 46 8 17% 

11 820 ILCS 
305/19(o) 

Failure to provide evidence 
of annual reporting 

772 46 6 13% 
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II. BACKGROUND 
 
Continental Indemnity Company is a licensed property and casualty insurance company 
domiciled in Iowa and licensed to transact business in 48 states. The Company is a wholly 
owned subsidiary of North American Casualty Company, which is a wholly owned subsidiary of 
Applied Underwriters, Inc.  Applied Underwriters, Inc. is an indirect subsidiary of Berkshire 
Hathaway Inc. 

 
The Company’s 2011, 2012 and 2013 NAIC Financial Annual Statement Page 19 (Illinois) 
reflects the following information:  
 

Year Line 
Direct 

premium 
written 

Direct 
premium 
earned 

Direct 
losses paid 

Direct losses 
incurred 

2011 Workers' Compensation $12,404,463 $12,404,463 $4,638,204 $6,209,032 
2012 Workers' Compensation $16,849,921 $16,849,921 $4,951,318 $6,529,057 
2013 Workers' Compensation $26,553,299 $26,553,299 $5,947,015 $9,509,826 
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III. METHODOLOGY 
 
The market conduct examination places emphasis on the insurer's systems and procedures used 
in dealing with insureds and claimants. The scope of this market conduct examination was 
limited to the following general areas: 
 

1. Risk Selection; 
2. Underwriting;  
3. Claims;  
4. Complaints; and 
5. Producer Review. 

 
The review of these categories was accomplished through examination of individual 
underwriting and claim files, written interrogatories and interviews with Company personnel. 
Each of these categories was examined for compliance with Illinois Department of Insurance 
rules, regulations and applicable state laws. 
 
To obtain the required samples and to assure a statistically sound 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 non-renewals of existing policyholders were requested on the basis of the 
effective date of the transaction falling within the period under examination. Cancellations and 
non-renewals were reviewed for their compliance with statutory requirements, the accuracy and 
validity of reasons given and for any possible discrimination. 
 
Underwriting 
 
The underwriting of new applicants for coverage was selected based on the inception date of the 
policy falling within the period under examination. New and renewal policies were reviewed for 
rating accuracy, use of filed rates, use of filed forms, compliance with Company underwriting 
guidelines and to ensure that the coverage provided was as requested by the applicant. 
 
Claims 
 
Claims were requested based on the settlement occurring or the claim file being closed without 
payment 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 the Illinois Workers’ 
Compensation Act (820 ILCS 305/1 et seq.) and the Illinois Administrative Code (50 Ill. Admin. 
Code 101 et seq. 
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Statutorily required claims reporting was also reviewed for compliance with applicable sections 
of the Illinois Insurance Code (215 ILCS 5/1 et seq.) and the Illinois Workers’ Compensation 
Act (820 ILCS 305/1 et seq.) and the Illinois Administrative Code (50 Ill. Admin. Code 101 et 
seq..   
 
Complaints  
 
Complaints were reviewed for completion, accuracy and validity of the complaint based on 
complaints received by the Illinois Department of Insurance during the examination period.  

Producer Review 

Producer terminations and licensing were reviewed for their compliance with statutory 
requirements.  
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IV. SELECTION OF SAMPLE 
              #       % 
Survey       Population Reviewed Reviewed 
 
Risk Selection: 
 
Workers’ Compensation - Cancellations 49 32 65% 
Workers’ Compensation - Non-renewals 75 47 63% 
Department Complaints 9 9 100% 
Consumer Complaints 0 0 0% 
Producer Terminations 0 0 0% 
Producer Licensing 0 0 0% 
 
Underwriting: 
 
Workers’ Compensation - New Business 292 43 15% 
Workers’ Compensation - Renewals 480 70 15% 
 
Claims: 
 
Workers’ Compensation - Paid  940 91 10% 
Workers’ Compensation - Closed without Payment 164 16 10% 
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V. FINDINGS 
 

A. Risk Selection 
 

1. Cancellations 
 

A review of 32 cancelled policy files produced no criticisms. 
 

2. Non-renewals 
 

A review of 47 non-renewed policy files produced no criticisms. 
 

3. Department Complaints 
 

A review of nine Department complaint files produced no criticisms.  
 

4. Consumer Complaints 
 

There were no consumer complaints for the exam period. 
 

5. Producer Terminations 
 

The Company does not appoint producers. New business is produced through 
independent brokers. 

 

6. Producer Licensing 
 

The Company does not appoint producers. New business is produced through 
independent brokers. 

 

B. Underwriting 
 

A review of 113 underwriting files produced five (5) criticisms with a total of eight (8) 
errors for failure to apply correct classifications, payrolls or other factors to compute 
correct premium in violation of 215 ILCS 5/462b.  The premium impact of these errors 
resulted in undercharges totaling $19,243. 
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C. Claims 
 

1. Paid Claims Analysis 
 

The Company is criticized for failure to make timely claim payments as required by 
820 ILCS 305/8.2(d)(1). A review of 91 paid claim files indicated 74 files contained 
332 late payments to providers. 
 
The Company is criticized for failure to make interest payments as required by 820 
ILCS 305/8.2(d)(3). A review of 91 paid claim files indicated 74 files contained 332 
late payments requiring interest payments.  
 
The Company is criticized for failure to provide evidence of monthly claims reporting 
required by 820 ILCS 305/19(o) for eight (8) of 46 insureds included in the paid 
claim sample. 
 
The Company is criticized for failure to provide evidence of annual claims reporting 
required by 820 ILCS 305/19(o) for six (6) of 46 insureds included in the paid claim 
sample. 

 

2. Denied and Closed Without Payment Claims 
 

A review of 16 files produced no criticisms. 
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