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I. SUMMARY 
 

1. The Company was criticized under Illinois Administrative Code 919.80(b)(2) for 
failing to provide the insureds with a reasonable written explanation of delay 
when the claim remained unresolved for more than 40 days from the date of 
report to the date of final payment or rendering of the repaired vehicle. 

 
2. The Company was criticized for a miscellaneous rating error for issuing a policy 

with UM/UIM limits rejected by the insured as referenced by 215 ILCS 5/143a-
2(2). 

 
3. The Company was criticized under 215 ILCS 5/154.6(c) and as referenced in 50 

Il. Adm. Code 919.50(a) for failing to pay a claim within 30 days of receipt of the 
estimate. 

 
4. The Company was criticized under 215 ILCS 5/154.6(c) for failing to attempt 

communication with the claimant. 
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II. BACKGROUND: 
 

National Interstate Insurance Company 
 

National Interstate Insurance Company (NIIC), a wholly owned subsidiary of National 
Interstate Corporation, is a specialty property and casualty insurance holding company 
with a niche orientation and focus on the transportation industry.  NIIC was founded in 
1989 to serve the passenger transportation industry.  Since that time, NIIC has become a 
leading writer of charter bus, municipal transit, public transportation and limousine risks 
across the country.  Over the years, NIIC has expanded its portfolio to approximately 30 
specialty products.  NIIC's programs include traditional insurance and innovative captive 
options for commercial companies, as well as a portfolio of personal lines products for 
specialty vehicle owners. 
 
As of December, 31, 2012, policyholder surplus was in excess of $269,000,000.  NIIC is 
rated "A" (Excellent) IX by A.M. Best Company. 
 

Company’s 2012 NAIC Annual Statement Page 19 (Illinois) reflects the following:  NAIC 
#32620 
 

 
Line 

Direct 
premium 
written 

Direct 
premium 
earned 

Direct losses 
paid 

Direct losses 
incurred 

05.1 
Commercial multiple 

peril (non-liability 
portion) 

$19,346 $16,755 $0 $606 

09 Inland Marine $134,870 $144,267 $19,180 -$22,641 
16 Workers' compensation $5,397,864 $3,662,363 $1,103,645 $1,997,963 

17.1 Other liability - 
occurrence $1,619,018 $1,292,400 $607,970 $593,530 

17.2 Other liability - claims 
made $25,005 $24,375 $28,228 -$172,142 

19.2 Private passenger auto 
liability $48,329 $53,122 $5,426 $9,750 

19.4 Other commercial auto 
liability $6,832,891 $6,642,223 $3,152,635 $3,606,494 

21.1 Private passenger auto 
physical damage $279,335 $309,216 $152,492 $145,613 

21.2 Commercial auto 
physical damage $1,043,490 $1,092,401 $872,839 $1,261,158 

35 Total $15,447,905 $13,289,500 $5,942,415 $7,421,802 
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III. METHODOLOGY: 
 

The market conduct examination places emphasis on an 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 & Producer Review 

 
The review of these categories is accomplished through examination of individual 
underwriting and claim files, written interrogatories 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. 
 
The following method was used 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 nonrenewals of existing policy holders were requested on the basis of 
the effective date of the transaction falling within the period under examination.  
Cancellations and nonrenewals 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 with the company was selected based 
on the inception date of the policy falling within the period under examination.  New 
policies were reviewed for rating accuracy, use of filed rates, use of filed forms, for 
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. 
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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 (50 Ill. 
Adm. Code 919). 
 
Complaints & Producer Licensing 
 
Complaints were reviewed for completion, accuracy and validity of the complaint based 
on complaints received by the Department of Insurance during the examination 
experience period.  Producer licensing was reviewed using the State Based System of the 
NAIC. 
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IV. SELECTION OF SAMPLE: 
               #        % 
Survey      Population Reviewed Reviewed 
 
Risk Selection: 
 
Private Passenger Automobile 
Cancellations 32 32 100.00% 

Commercial Auto Cancellations 12 12 100.00% 
 
Underwriting: 
 
Private Passenger Automobile New 
Business 38 38 100.00% 

Commercial Auto Renewals 81 81 100.00% 
Workers' Compensation 23 23 100.00% 
 
Claims: 
 
P. P. Auto First Party Paid & Median 10 10 100.00% 
Commercial Auto First Party Paid & 
Median 4 4 100.00% 

P. P. Auto First Party Closed without 
Payment 3 3 100.00% 

Commercial Auto First Party Closed 
without Payment 23 23 100.00% 

P. P. Auto Third Party Paid & Median 1 1 100.00% 
Commercial Auto Third Party Paid & 
Median 95 95 100.00% 

Commercial Auto Third Party Closed 
without Payment 112 112 100.00% 

P. P. Auto Subrogation 1 1 100.00% 
Commercial Auto Subrogation 4 4 100.00% 
Commercial Auto Total Losses 3 3 100.00% 
 
Complaints & Producer Review: 
 
Department Complaints 3 3 100.00% 
Producer Licensing 133 44 33.08% 
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V. FINDINGS: 
 
 A. Risk Selections: 
 

1. Private Passenger Automobile Cancellations 
 
There were no criticisms in this survey 
 

2. Commercial Auto Cancellations 
 
There were no criticisms in this survey 

 
B. Underwriting: 
 
 1.  Private Passenger Automobile New Business 
 

The Company was criticized for a miscellaneous rating error for issuing one 
(1) policy (2.63% of the 38 files reviewed) for UM/UIM limits higher than the 
insured requested creating an overcharge of $5.00. The insured rejected the 
higher limits pursuant to 215 ILCS 5/143a-2(2).  A refund was issued during 
the examination. 

 
 2.  Commercial Auto Renewals 
 
      There were no criticisms in this survey 
 
 3.  Workers' Compensation 
 
 There were no criticisms in this survey 
 
C. Claims 

 
1.   Private Passenger Auto First Party Paid & Median 

 
  The median payment period was 32 days distributed as follows: 

 
  Days  Number Percentage 

0-30 5 50.00% 
31-60 3 30.00% 
61-90 1 10.00% 
91-180 1 10.00% 
181-365 0 0.00% 
Over 365 0 0.00% 
Total 10 100.00% 
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days of receipt of the estimate.  The claim was closed without payment then 
re-opened on May 29, 2013 but not paid until July 25, 2013.  

5. Private Passenger Auto Third Party Paid & Median 
 

The median payment period was 34 days distributed as follows: 
 
  Days  Number Percentage 

0-30 0 0.00% 
31-60 1 100.00% 
61-90 0 0.00% 
91-180 0 0.00% 
181-365 0 0.00% 
Over 365 0 0.00% 
Total 1 100.00% 

 
There were no criticisms in this survey 
 

6. Commercial Auto Third Party Paid & Median 
 

The median payment period was 30 days distributed as follows: 
 
  Days  Number Percentage 

0-30 48 50.53% 
31-60 21 22.11% 
61-90 12 12.63% 
91-180 9 9.47% 
181-365 5 5.26% 
Over 365 0 0.00% 
Total 95 100.00% 

 
 There were no criticisms in this survey 
 
7. Commercial Auto Third Party Closed without Payment 

 
 In one (1) claim file (.89% of the 112 files reviewed) the company failed to 

attempt communication as required by 215 ILCS 5/154.6(c).  
 
8. Private Passenger Auto Subrogation 

 
There were no criticisms in this survey 
 

9. Commercial Auto Subrogation 
 
 There were no criticisms in this survey 
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10. Commercial Auto Total Losses 
 

The median payment period was 82 days distributed as follows: 
 
  Days  Number Percentage 

0-30 0 0.00% 
31-60 1 33.33% 
61-90 1 33.33% 
91-180 0 0.00% 
181-365 1 33.33% 
Over 365 0 0.00% 
Total 3 100.00% 

 
 There were no criticisms in this survey 

 
D. Complaints and Producer Review 
 
 1.    Department Complaints 
 
 There were no criticisms in this survey 
 
 2.  Producer Licensing 
 
 There were no criticisms in this survey 
 

  



 

 10 

VII. TECHNICAL APPENDICES: 
 
 
 
FIRST PARTY PAID & MEDIAN 
 

MEDIAN DISTRIBUTION 

No. Days 
Category Number Percent 

0-30 5 50.00% 
31-60 3 30.00% 
61-90 1 10.00% 

91-180 1 10.00% 
181-365 0 0.00% 
over 365 0 0.00% 

Total 10 100.00% 
 
 
 
COMMERCIAL FIRST PARTY PAID & MEDIAN 
 

MEDIAN DISTRIBUTION 

No. Days 
Category Number Percent 

0-30 2 50.00% 
31-60 0 0.00% 
61-90 0 0.00% 

91-180 2 50.00% 
181-365 0 0.00% 
over 365 0 0.00% 

Total 4 100.00% 
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VII. TECHNICAL APPENDICES continued: 
 
 
THIRD PARTY PAID & MEDIAN 
 

MEDIAN DISTRIBUTION 

No. Days 
Category Number Percent 

0-30 0 0.00% 
31-60 1 100.00% 
61-90 0 0.00% 
91-180 0 0.00% 

181-365 0 0.00% 
over 365 0 0.00% 

Total 1 100.00% 
 
 
 
 
 
COMMERCIAL THIRD PARTY PAID & MEDIAN 
 

MEDIAN DISTRIBUTION 

No. Days 
Category Number Percent 

0-30 48 50.53% 
31-60 21 22.11% 
61-90 12 12.63% 
91-180 9 9.47% 

181-365 5 5.26% 
over 365 0 0.00% 

Total 95 100.00% 
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VII. TECHNICAL APPENDICES continued: 
 
 
COMMERCIAL TOTAL LOSSES 
 

MEDIAN DISTRIBUTION 

No. Days Category Number Percent 
0-30 0 0.00% 
31-60 1 33.33% 
61-90 1 33.33% 

91-180 0 0.00% 
181-365 1 33.33% 
over 365 0 0.00% 

Total 3 100.00% 
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