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I. SUMMARY 
 

A targeted market conduct examination of National Liability & Fire Insurance Company was 
performed to determine compliance with Illinois statutes and the Illinois Administrative Code. 
 
The following represents general findings, however specific details are found in each section of 
the report.  
 

TABLE OF VIOLATIONS 

Crit # Statute/Rule Description of Violation Population Files 
Reviewed 

Number of 
Violations Error % 

1 215 ILCS 
5/143.10a(1) 

Risk Selection: Commercial 
Automobile Cancellations – 
First 60 days— 
Company did not provide 
loss runs with Notices of 
Cancellations. 

37 37 6 16% 

5 215 ILCS 
5/143.17a(a) 

Risk Selection: Commercial 
Automobile Nonrenewals— 
The Company failed to mail 
written notice to the named 
insured at least 60 days prior 
to the expiration date of the 
current policy. 

50 50 1 2% 

6 215 ILCS 
5/143.17a(d) 

Risk Selection: Commercial 
Automobile Nonrenewals— 
The Company failed to 
maintain a proof of mailing 
of the notice of intention not 
to renew. 

50 50 2 4% 

7 215 ILCS 
5/143.10a(1) 

Risk Selection: Commercial 
Automobile Nonrenewals— 
The Company failed to 
provide the loss information 
to the insured. 

50 50 1 2% 

8 215 ILCS 
5/143.14(a) 

Risk Selection: Commercial 
Automobile Cancellations – 
After 60 Days— Company 
failed to maintain proof of 
mailing for a ten day 
cancellation for nonpayment. 

221 84 1 1% 

9 215 ILCS  
5/143a-2(2) 

Underwriting: Commercial 
Automobile New Business— 
Company failed to obtain 
Illinois Uninsured and 
Underinsured Motorist 
Selection Form.  

514 113 5 4% 
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TABLE OF VIOLATIONS 

Crit # Statute/Rule Description of Violation Population Files 
Reviewed 

Number of 
Violations Error % 

10 50 Ill. Adm. Code 
919.60(a) 

Claims: Commercial 
Automobile First Party 
Paid— Company failed to 
abstain from using the words 
“final” and “release” on claim 
payments. 

113 79 7 9% 

11 50 Ill. Adm. Code 
919.50(a)(1) 

Claims: Commercial 
Automobile First Party 
Paid— Company failed to 
provide Notice of 
Availability of the 
Department of Insurance. 

113 79 1 1% 

12 215 ILCS 
5/143.17a(b) 

Underwriting: Commercial 
Automobile Renewals— 
Company failed to deliver 
proper written notice of the 
premium increase to the 
insured. 

401 86 2 2% 

13 820 ILCS 
305/19(o) 

Claims: Workers’ 
Compensation Paid— 
Company failed to provide 
monthly or annual claim 
reports. 

166 76 76 100% 

14 820 ILCS 
305/8.2(d)(1) 

Claims: Workers’ 
Compensation Paid— 
Company did not make 
timely payments to providers. 

166 76 35 46% 

15 820 ILCS 
305/8.2(d)(3) 

Claims: Workers’ 
Compensation Paid— 
Company did not pay interest 
to providers for late 
payments.  (Interest paid 
during exam.) 

166 76 35 46% 
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II. BACKGROUND 
 
National Liability & Fire Insurance Company (the “Company”) was incorporated under the laws 
of the State of Illinois on April 23, 1957, and redomesticated to the State of Connecticut on 
December 6, 1995. The Company is a wholly owned subsidiary of Berkshire Hathaway Inc. 
writing property and casualty lines of business in the United States and Canada. The Company 
writes mainly commercial automobile, workers’ compensation, aircraft and cargo (inland marine) 
insurance coverages. 
 
The commercial automobile and cargo coverages are managed and underwritten from the 
administrative offices in Omaha, Nebraska; this business is sold nationwide through wholesale 
insurance agents, brokers, and one direct agency. The workers’ compensation coverage is directed 
and managed from the statutory offices in Stamford, Connecticut; this business is sold through 
underwriting managers, a program manager and online. 
 
The Company’s corporate offices are located at 1314 Douglas Street, Omaha NE 68102.  
 
National Liability & Fire Insurance Company’s 2016 NAIC Annual Statement (Statutory Page 14) 
reflects the following for Illinois: 
 

Line of Business Direct Premium 
Written 

Direct Premium 
Earned 

Direct Losses 
Paid 

Direct Losses 
Incurred 

Fire    (6) 
Allied Lines    (66) 
Ocean Marine    (33,594) 
Inland Marine $1,679,920 $2,558,541 $1,834,632 $1,252,409 
Earthquake    (23) 
All Other A&H 36,286 17,043  7,258 
Workers’ 
Compensation 

8,439,149 7,688,755 1,959,170 4,904,796 

Other Liability 
Occurrence 

396,915 518,134  795,763 

Other Liability Claims 
Made 

1,000,701 2,468,324 340,000 (786,469) 

Products Liability 75,110 78,446     2,962 
Other Commercial 
Automobile Liability 

19,888,930 30,791,194 10,288,051 13,796,582 

Comm. Automobile 
Physical Damage 

3,167,845 3,822,322 1,688,325 1,831,560 

Aircraft 1,191,475 1,194,008 689,082 1,243,225 
Surety 27,170 27,170   
Boiler and Machinery    (1) 
TOTALS $35,903,501 $49,163,937  $16,799,260 $23,014,396 
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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 period under review was generally September 1, 2016 
through August 31, 2017, with the exception of March 31, 2016 through August 31, 2017 for 
Complaints and September 1, 2014 through August 31, 2017 for Workers’ Compensation. The 
following categories were the general areas examined:  
 
A. Complaint Handling 
B. Risk Selection 
C. Underwriting and Rating 
D. Claims 
 
The review of these categories was accomplished through examination of individual policies and 
claim files, Company procedures, written interrogatories and interviews with the Company’s 
personnel. Each of these categories was examined for compliance with Illinois Department of 
Insurance rules and regulations, and applicable state laws. 
 
Criticisms were provided to the Company addressing violations discovered in the review process. 
All valid criticisms were incorporated into this report.  
 
The following methods were used to obtain the required samples and to assure a statistically 
accurate and methodical selection. The samples were developed from Company-generated data. 
The sample size was based on the most recent NAIC Market Regulation Handbook. Random 
samples were generated using Audit Command Language software and the selected samples were 
provided to the Company for retrieval.  
 
A. Complaint Handling 
 
Department of Insurance Complaints and Consumer Complaints for the period March 1, 2016 
through August 31, 2017, were reviewed for compliance with applicable state laws and Company 
guidelines.  
 
Department of Insurance (“DOI”) Complaints – The population request for this category consisted 
of complaints received from the Illinois Department of Insurance during the examination period. 
The Company’s complaint registry was reconciled with the individual file information and DOI 
records to determine the completeness and accuracy of the data recorded. Each complaint file, 
along with the underlying claim or underwriting file, was reviewed for compliance with regulatory 
requirements. 
 
Consumer Complaints – The population request for this category consisted of complaints received 
directly from consumers during the examination period. The Company’s complaint registry was 
reconciled with the individual file information to determine the completeness and accuracy of the 
data recorded. Each complaint file, along with the underlying claim or underwriting file, was 
reviewed for compliance with regulatory requirements. 
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B. Risk Selection 
 
The Risk Selection portion of the examination is designed to evaluate the Company’s compliance 
with statutory requirements related to cancellations, nonrenewals and rescissions. This included 
determining if the reasons for termination were valid and not unfairly discriminatory. Samples 
were selected for the review based on transactions occurring during the examination period. 
 
C. Underwriting and Rating 
 
The Underwriting and Rating portion of the examination consisted of reviewing new and renewal 
business. Samples were selected based on the inception and renewal date occurring during the 
examination period. Policies were reviewed for use of filed forms and compliance with 
underwriting guidelines. 
 
D. Claims 
 
Claims samples were selected based on the settlement occurring within the examination period. 
Claims were reviewed for compliance with policy contracts and endorsements, applicable sections 
of the Illinois Insurance Code (215 ILCS 5/1 et seq. and 820 ILCS 305/1 et seq.) and the Illinois 
Administrative Code (50 Ill. Adm. Code 101 et seq.). Reviews were conducted of both claims paid 
and those closed without payment (“CWP”). 
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SELECTION OF SAMPLES 
 

National Liability & Fire Insurance Company 
 
 Population # Reviewed % Reviewed 
Complaint Handling 
DOI Complaints 11 11 100% 
Consumer Complaints 1 1 100% 
 
Risk Selection 
Commercial Automobile Cancellations – First 60 Days 37 37 100% 
Commercial Automobile Cancellations – After 60 Days 221 84 38% 
Commercial Automobile Nonrenewals 50 50 100% 
Commercial Automobile Rescissions  0 0 0% 
Workers’ Compensation Cancellations – First 60 Days 14 14 100% 
Workers’ Compensation Cancellations – After 60 Days 62 62 100% 
Workers’ Compensation Nonrenewals 32 32 100% 
Workers’ Compensation Rescissions  0 0 100% 
 
Underwriting and Rating 
Commercial Automobile New Business  514 113 22% 
Commercial Automobile Renewals 401 86 21% 
Workers’ Compensation New Business 654 113 17% 
Workers’ Compensation Renewals 422 86 20% 
     
Claims 
Commercial Automobile First Party Paid  113 79 70% 
Commercial Automobile First Party CWP 75 75 100% 
Commercial Automobile Total Losses 33 33 100% 
Commercial Automobile Third Party Paid  603 113 19% 
Commercial Automobile Third Party CWP 464 86 19% 
Workers’ Compensation Paid 166 76 46% 
Workers’ Compensation CWP 44 44 100% 
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IV.  FINDINGS  

A. Complaint Handling 
 

1. Department of Insurance Complaints 
 

 No violations were noted. 
 
2.  Consumer Complaints 
 
 No violations were noted.  

   
B. Risk Selection 
 

1. Commercial Automobile Cancellations – First 60 Days 
 
 In six (6) cancellations, the Company did not provide loss runs with Notices of 

Cancellations as required by 215 ILCS 5/143.10a(1).   
    
2. Commercial Automobile Cancellations – After 60 Days 
 
 In one (1) cancellation, the Company failed to maintain proof of mailing for a ten day 

cancellation for nonpayment as required by 215 ILCS 5/143.14(a).   
  
3. Commercial Automobile Nonrenewals 
 
 In one (1) nonrenewal, the Company failed to mail written notice to the named insured at 

least 60 days prior to the expiration date of the current policy as required by 215 ILCS 
5/143.17a(a).   

 
 In two (2) nonrenewals, the Company failed to maintain a proof of mailing of the notice of 

intention not to renew as required by 215 ILCS 5/143.17a(d).   
 
 In one (1) nonrenewal, the Company failed to provide the loss information to the insured 

as required by 215 ILCS 5/143.10a(1).   
  
4. Commercial Automobile Rescissions  
 
 No violations were noted. 
    
5. Workers’ Compensation Cancellations – First 60 days 
 
 No violations were noted.  
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6. Workers’ Compensation Cancellations – After 60 Days 
 
 No violations were noted.  
 
7. Workers’ Compensation Nonrenewals 
 
 No violations were noted.  
 
8. Workers’ Compensation Rescissions  
 
 No violations were noted. 

 
C. Underwriting and Rating 
 

1. Commercial Automobile New Business  
 
 In five (5) new business files, the Company failed to obtain an Illinois Uninsured and 

Underinsured Motorist Selection Form as required by 215 ILCS 5/143a-2(2).   
 
2. Commercial Automobile Renewals  
 

In two (2) renewal files, the Company failed to deliver proper written notice of the premium 
increase to the insured as required by 215 ILCS 5/143.17a(b).   

 
3. Workers’ Compensation New Business  
 
 No violations were noted.  
 
4. Workers’ Compensation Renewals  
 

No violations were noted. 
 

D. Claims 
   

1. Commercial Automobile First Party Paid  
 

In seven (7) claims, the Company failed to abstain from using the terms “final” and 
“release” on claim payments as required by 50 Ill. Adm. Code 919.60(a).   
 
In one (1) claim, the Company failed to provide Notice of Availability of the Department 
of Insurance as required by 50 Ill. Adm. Code 919.50(a)(1).   
 

2. Commercial Automobile First Party CWP  
 

No violations were noted. 
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3. Commercial Automobile Total Losses  
 
No violations were noted. 

 
4. Commercial Automobile Third Party Paid  

 
No violations were noted. 

 
5. Commercial Automobile Third Party CWP  

 
No violations were noted.  
 

6. Workers’ Compensation Paid  
 

 In 76 claims, the Company failed to provide monthly or annual claim reports as required 
by 820 ILCS 305/19(o).   

 
 In 35 claims, the Company failed to pay claims within 30 days of receipt as required by 

820 ILCS 305/8.2(d)(1).   
 
 In 35 claims, the Company failed to pay interest on late payments as required by 820 ILCS 

305/8.2(d)(3).  The interest was paid by the Company during the examination. 
 
7. Workers’ Compensation CWP 
 

 No violations were noted. 



STATE OF KANSAS ) 
) ss 

COUNTY OF JOHNSON ) 

Timothy Kelley, being first duly sworn upon his/her 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 The National Liability and Fire Insurance Company, (the 
"Company"}, NAIC #20052; 

That the Examiner-In-Charge 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 the Examiner-In-Charge nor any other persons so designated 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 a policyholder or claimant under a policy or as an owner of shares in a regulated diversified 
investment company, and that neither the Examiner-In-Charge nor any other persons so designated 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 she/he was the Examiner-in-Charge of said examination and the attached report of examination is a full and 
true statement of the condition and operation of the insurance business and affairs of the Company for the period 
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. 

Subscribed and sworn to before me 
this 2&1--h. day of lfv\otv~ , 2018. OTARY PUBLIC - State of Kansas 

SHIRLEY P. VIDUYA 
MyAppt.Exp. 10· IC!-l-t 
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