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Chapter21 Conducting the Property and Casualty Examination

IMPORTANT NOTE:

The standards set forth in this chapter are based on established procedures and/or NAIC models, not on
the laws and regulations of any specific jurisdiction. This handbook is a guide to assist examiners in the
examination process. Since it is based on NAIC models, use of the handbook should be adapted to reflect
each state’s own laws and regulations with appropriate consideration for any bulletins, audit procedures,
examination scope and the priorities of examination. Further important information on this and how to use
this handbook is included in Chapter 1—Introduction.

This chapter provides a suggested format for conducting property/casualty insurance regulated entity
examinations. Procedures for conducting life and health insurance regulated entity examinations and other types
of specialized examinations—such as managed care organizations, third-party administrators and surplus lines
brokers—may be found in separate chapters.

The examination of property/casualty insurance operations may involve any review of one or a combination of the
following business areas:

A. Operations/Management
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STANDARDS
POLICYHOLDERSERVICE

Standard 1
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STANDARDS
UNDERWRITING AND RATING

Standard 8

Underwriting, rating and classification are based on adequate information developed at or near inception
of the coverage rather than before the effective date of the insurance, near the expiration of a claim, or
followingac
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STANDARDS
UNDERWRITING AND RATING

Standard 17
All policies are correctly coded.

Apply to: All regulated entities

Priority: Essential

Documents to be Reviewed

Applicable statutes, rules and regulations
Underwriting files

Regulated entity’s rating system
Regulated entity’s coding manual

Rating organization’s coding manual

Others Reviewed

NAIC Model References

Model Regulation to Require Reporting of Statistical Data by Property and Casualty Insurance Companies
(#751)

Guidelines for the Filing of Workers” Compensation Large Deductible Policies and Programs (#1970)

Guidelines for Regulations and Legislation on Workers® Compensation Coverage for Professional Employer
Organization Arrangements (#1950)

Review Procedures and Criteria

Determine that the regulated entity confirms that the coding as reported by the producer is correct and current.

Determine that the regulated entity promptly updates all coding manuals and programs.
Determine that the regulated entity correctly codes all policies according to current codes.

Determine that the regulated entity reviews data errors and subsequent changes are made.

It is recommended that separate samples be obtained for standard voluntary market, assigned risk (if applicable),
large deductible (if applicable) and PEO accounts.
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