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                                BEFORE THE INSURANCE COMMISSIONER 
                                                               OF THE 
                                    COMMONWEALTH OF PENNSYLVANIA 
 
 
 
 
                                                              O R D E R 
 
 
 
                     AND NOW, this __3rd___ day of _July___, 2023, in accordance with 

Section 905(c) of the Pennsylvania Insurance Department Act, Act of May 17, 1921, 

P.L. 789, as amended, P.S. § 323.5, I hereby designate David J. Buono, Jr., Deputy 

Insurance Commissioner, to consider and review all documents relating to the market 

conduct examination of any company and person who is the subject of a market conduct 

examination and to have all powers set forth in said statute including the power to enter 

an Order based on the review of said documents.  This designation of authority shall 

continue in effect until otherwise terminated by a later Order of the Insurance 

Commissioner. 

 
 
 
 
                                                                         _______________________________ 
                                                                         Michael Humphreys 
                                                                         Insurance Commissioner 
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BEFORE THE INSURANCE COMMISSIONER 

OF THE 

COMMONWEALTH OF PENNSYLVANIA 

 

 

IN RE: : VIOLATIONS: 

FIRST ACCEPTANCE INSURANCE : 
COMPANY, INC. : 

3813 Green Hills Village Drive  : 40 P.S. §323.3(a) 

Nashville, TN 37215 : 

: 40 P.S. §991.2006(6) 

: 

: 75 Pa. C.S. §1705(a)(4), 

: 1731(b)&(c)(c.1), 1738(d)(1) & (2)(e) 

: , 1786(e)(3), and 1791.1(a) 

: 

: 

: 

Respondent. : Docket No.  MC25-09-003 

 

 

 

 

CONSENT ORDER 

 

 

 

AND NOW, this day of , 2025, this Order is hereby 

issued by the Insurance Department of the Commonwealth of Pennsylvania pursuant to 

the statutes cited above and in disposition of the matter captioned above. 

1. Respondent hereby admits and acknowledges that it has received proper notice 

of its rights to a formal administrative hearing pursuant to the Administrative Agency 

Law, 2 Pa.C.S. §101, et seq., or other applicable law. 

2. Without admitting the allegations of fact and conclusions of law contained 

herein, Respondent specifically denies that there was any violation of law or regulation 

of the Commonwealth despite the findings made by the Department. 

3. Respondent hereby waives all rights to a formal administrative hearing in this 

 

matter and agrees that this Consent Order shall have the full force and effect of an order 

1st October
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duly entered in accordance with the adjudicatory procedures set forth in the 

Administrative Agency Law, supra, or other applicable law. 

 

 

FINDINGS OF FACT 

 

 

 

4. The Insurance Department finds true and correct each of the following Findings 

of Fact: 

 

(a) Respondent is First Acceptance Insurance Company, Inc. (“First 

 

Acceptance”), and maintains its address at 3813 Green Hills Village Drive, 

Nashville, TN 37215. 

 

 

(b) The Department received information that First Acceptance was allowing one 

of its independent agents, who is licensed by the Department, to write its 

approved automobile insurance program and process reinstatements with a lapse 

in coverage, and this market conduct exam was announced to ensure all the 

UM/UIM coverage waivers and tort waivers were being completed each time 

along with any other issues that could arise. 

 

 

(c) The Department determined during the course of the examination that First 

Acceptance directed its independent agent to cease reinstating policies with a 

lapse as it was causing reporting issues with the Pennsylvania Department of 

Transportation. After August 2024, a new policy was written after the old policy 

was cancelled. The new policy also provided a new tort selection form, a new 
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UM/UIM form, a new rejection of stacking form UM/UIM form, and a new 

itemized invoice to the insured. All violations noted in the Exam were prior to 

this new implemented procedure. 

 

 

(d) A market conduct examination of Respondent was conducted by the Insurance 

Department covering the experience period from January 1, 2024 through 

December 31, 2024. 

 

(e) On August 12, 2025, the Insurance Department issued a Market Conduct 

Examination Report to Respondent. 

 

 

(f) A response to the Examination Report was provided by Respondent on 

September 11, 2025. 

 

(g) The Market Conduct Examination of Respondent revealed violations of the 

following: 

 

(i) All findings and conclusions in the Examination Report, which is attached 

hereto, are hereby incorporated into this Consent Order 

 

 

 

CONCLUSIONS OF LAW 

 

 

 

5. In accord with the above Findings of Fact and applicable provisions of law, the 

Insurance Department makes the following Conclusions of Law: 
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(a) Respondent is subject to the jurisdiction of the Pennsylvania Insurance 

Department. 

(b) Violations of 40 P.S.§991.2006(6) (relating to motor vehicles) of 

40 P.S. are punishable by the following, under Section 991.2013: Any 

individual or insurer who violates any of the provisions of this article may be 

sentenced to pay a fine not to exceed five thousand dollars ($5,000). 

 

 

 

ORDER 

 

 

6. In accord with the above Findings of Fact and Conclusions of Law, the 

Insurance Department orders and Respondent consents to the following: 

 

(a) Respondent shall cease and desist from engaging in the activities described 

herein in the Findings of Fact and Conclusions of Law. 

 

(b) Respondent shall share the Examination Report and this Order with each of its 

directors and submit affidavits executed by each of its directors, stating under oath 

that they have received a copy of the Examination Report and this Order. Such 

affidavits shall be submitted within thirty (30) days of the date of this Order. 

 

 

(c) Respondent shall comply with all recommendations contained in the attached 

Report. 

 

7. In the event the Insurance Department finds that there has been a breach of any of 
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the provisions of this Order, based upon the Findings of Fact and Conclusions of Law 

 

contained herein may pursue any and all legal remedies available, including but not 

limited to the following: The Insurance Department may enforce the provisions of this 

Order in the Commonwealth Court of Pennsylvania or in any other court of law or equity 

having jurisdiction; or the Department may enforce the provisions of this Order in an 

administrative action pursuant to the Administrative Agency Law, supra, or other 

relevant provision of law. 

 

 

 

8. Alternatively, in the event the Insurance Department finds that there has been a 

breach of any of the provisions of this Order, the Department may declare this Order to 

be null and void and, thereupon, reopen the entire matter for appropriate action pursuant 

to the Administrative Agency Law, supra, or other relevant provision of law. 

 

9. In any such enforcement proceeding, Respondent may contest whether a breach of 

the provisions of this Order has occurred but may not contest the Findings of Fact 

and Conclusions of Law contained herein. 

 

 

10. Respondent hereby expressly waives any relevant statute of limitations and 

application of the doctrine of laches for purposes of any enforcement of this Order. 

 

11. This Order constitutes the entire agreement of the parties with respect to the 

matters referred to herein, and it may not be amended or modified except by an amended 

order signed by all the parties hereto. 
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12. This Order shall be final upon execution by the Insurance Department. Only the 

Insurance Commissioner or a duly authorized delegee is authorized to bind the Insurance 

Department with respect to the settlement of the alleged violations of law contained 

herein, and this Consent Order is not effective until executed by the Insurance 

Commissioner or a duly authorized delegee. 

 

 

 

 

 

 

BY: FIRST ACCEPTANCE INSURANCE 

COMPANY, INC. 

Respondent 
 

 

 

 

 

 

 

 

 

DAVID J. BUONO 

Deputy Insurance Commissioner 

Commonwealth of Pennsylvania 

 

 

Secretary/Treasurer 

 

 

President/Vice-President 
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I.  INTRODUCTION 

 

The Market Conduct Examination of First Acceptance Insurance Company, hereinafter 

referred to as “Company”, was conducted at the Pennsylvania Insurance Department 

beginning January 8, 2025.  There was no onsite portion of the exam. 

 

Pennsylvania Market Conduct Examination Reports generally note only those items to 

which the Department, after review, takes exception.  However, the Examination Report 

may include management recommendations addressing areas of concern noted by the 

Department, but for which no statutory violation was identified.  This enables Company 

management to review those areas of concern in order to determine the potential impact 

upon Company operations or future compliance.  A violation is any instance of Company 

activity that does not comply with an insurance statute or regulation.  Violations contained 

in the Report may result in imposition of penalties.  

 

In certain areas of review listed in this Report, the examiners will refer to “error ratio.”  

This error ratio is calculated by dividing the number of policies with violations by the total 

number of policies reviewed.  For example, if 100 policies are reviewed and it is 

determined that there are 20 violations on 10 policies, the error ratio would be 10%. 

 

Throughout the course of the examination, Company officials were provided with 

status memoranda, which referenced specific policy numbers with citation to each section 

of law violated.  Additional information was requested to clarify apparent 

violations.  An exit conference was conducted with Company personnel to discuss 

the various types of violations identified during the examination and review 

written summaries provided on the violations found. 

 

The courtesy and cooperation extended by the officers and employees of the 

Company, during the course of the examination is hereby acknowledged. 
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The following examiners participated in this examination and in preparation of 

this Report. 

 

 

Paul Towsen, MCM 

Market Conduct Division Chief 

Pennsylvania Insurance Department 

 

 

Joshua Gotwalt, MCM 

Market Conduct Examiner II, EIC 

Pennsylvania Insurance Department 

 

 

Richard “RJ” Barr, MCM 

Market Conduct Examiner II, Examiner 

Pennsylvania Insurance Department 
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II.  SCOPE OF EXAMINATION 

The Market Conduct Examination was conducted on First Acceptance Insurance 

Company, at the Pennsylvania Insurance Department, located in Harrisburg, 

Pennsylvania.  The examination was conducted pursuant to Sections 903 and 904 (40 

P.S. §§323.3 and 323.4) of the Insurance Department Act of 1921 and covered the 

experience period of January 1, 2024, through December 31, 2024, unless otherwise 

noted.  The purpose of the examination was to determine the Company’s compliance 

with Pennsylvania insurance laws and regulations. This exam was a referral from the 

PA Enforcement team on January 6, 2025.  First Acceptance was allowing one of its 

independent agents to write a 6-month policy and then allow the insureds to “turn on 

and off” coverage. 

 

The examination focused on Company operations in the following areas: 

 

1. Private Passenger Automobile 

Underwriting - Appropriate and timely notices of nonrenewal, midterm 

cancellations, and 60-day cancellations 

 

2. Complaints 

 

3. Underwriting Practices and Procedures 

 

4. Forms 

 

5. Data Integrity 
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III.  COMPANY HISTORY 

 

Founded as US Auto in 1995, First Acceptance Corporation (FAC), is a holding 

company based in Nashville, Tennessee.  Through three operating insurance 

company subsidiaries, FAC generates revenue through the selling, servicing, and 

underwriting of non-standard personal automobile insurance, renters’ insurance, 

and related products.  The three subsidiaries: First Acceptance Insurance 

Company, Inc. (FAIC); First Acceptance Insurance Company of Georgia, Inc. 

(FAGA); and First Acceptance Insurance Company of Tennessee, Inc. (FATN). 

FAIC is the insurance company subsidiary operating and underwriting policies in 

Pennsylvania.  FATN is authorized in Pennsylvania but is not actively issuing 

policies.  FAC’s main distribution of its products is through independent agencies.  

 

 

 LICENSING 

 

First Acceptance Insurance Company’s last Certificate of Authority to write 

business in the Commonwealth was last issued on April 1, 2025.  The Company is 

licensed in 26 states: Alabama, Arkansas. Arizona, California, Colorado, Florida, 

Georgia, Iowa, Illinois, Indiana, Kansas, Kentucky, Louisiana, Missouri, 

Mississippi, New Mexico, Nevada, Ohio, Oklahoma, Pennsylvania, South 

Carolina, Tennessee, Texas, Utah, Virginia, and West Virginia.  The Company’s 

2023 annual statement reflects Direct Written Premium for all lines of business in 

the Commonwealth of Pennsylvania as $18,510,126.  Premium volume related to 

the areas of this review were:  Private Passenger Auto no-fault (personal injury 

protection) $2,645,685; Other private passenger auto liability $11,749,706; and 

Private Passenger Auto Physical Damage $4,076,630. 
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IV.  UNDERWRITING 

 

A. Private Passenger Automobile 

 

1. Nonrenewals  

A nonrenewal is considered to be any policy that was not renewed, for a 

specific reason, at the normal twelve-month policy anniversary date. 

 

The primary purpose of the review was to determined personal lines 

compliance with Act 205, Unfair Insurance Practices Act, Section 5(a)(9) 

[40 P.S. §1171.5(a)(9)], which establishes the conditions under which 

cancellation of a policy is permissible along with the form requirements of 

the nonrenewal notice.  

 

The Company reported 0 nonrenewals for the experience period.  

 

2. Mid-term Cancellations 

A mid-term cancellation is any policy that terminates at any time other than 

the normal twelve-month policy anniversary date.   

 

The primary purpose of the review was to determine personal lines 

compliance with Act 205, Unfair Insurance Practices Act, Section 5(a)(9) 

[40 P.S. §1171.5(a)(9)], which establishes the conditions under which 

cancellation of a policy is permissible along with the form requirements of 

the cancellation notice. 

 

From the universe of 8,567 Private Passenger Automobile Midterm 

Cancellations reported during the experience period, 115 files were selected 

for review.  All 115 files selected were received and reviewed.  The 9,392 
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violations noted were based on 1,863 files, resulting in an error ratio of 

100%. 

 

The following findings were noted: 

 

77 Violations  40 P.S. §323.3(a) 

Requires every company or person subject to examination in 

                                 accordance with this act must keep all books, records, 

                                 accounts, papers, documents and any or all computer or other 

                                 recordings relating to its property, assets, business and 

                                 affairs in such manner and for such time periods as the  

                                 department, in its discretion, may require in order that  

                                 its authorized representatives may readily verify the  

                                 financial condition of the company or person and 

                                 ascertain whether the company or person has complied 

with the laws of this Commonwealth.  The Company failed to 

have proof in the file to indicate that the insured requested 

cancellation for the 77 files noted. 

 

1,863 Violations  40 P.S. §991.2006(6) AND 75 Pa. C.S. § 1786(e)(3) 

Requires that a cancellation notice advise the insured that he 

must obtain compulsory automobile insurance coverage if he 

operates or registers a motor vehicle in this Commonwealth 

and that the insurer is notifying the Department of 

Transportation that the insurance is being cancelled and the 

insured must notify the Department of Transportation that he 

has replaced said coverage.  In addition, an insurer who has 

issued a contract of motor vehicle liability insurance and 

knows or has reason to believe that the contract is only for the 
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purpose of providing proof of financial responsibility shall 

notify the department if the insurance has been cancelled or 

terminated by the insured or by the insurer.  The insurer shall 

notify the department not later than ten days following the 

effective date of the cancellation or termination.  The 

Company failed to issue a cancellation letter to the insured as 

these policies should have been cancelled instead of 

reinstated and to notify the Department of Transportation not 

later than ten days following the effective date of the 

cancellation or termination for the 1,863 files noted. 

 

1,863 Violations  75 Pa. C.S. §1705(a)(4) 

Requires every insurer, prior to the issuance of a private 

passenger motor vehicle liability insurance policy to provide 

each applicant an opportunity to elect a tort option.  A policy 

may not be issued unless the applicant has been provided an 

opportunity to elect a tort option.  The Company failed to 

provide a signed and dated limited tort form for the 1,863 

files noted. 

 

1,863 Violations  75 Pa. C.S. §1731(b)&(c)(c.1) 

The named insured shall be informed that he may reject 

uninsured and underinsured motorist coverage by signing a 

written rejection form.  The Company failed to have a signed 

rejection form for uninsured and underinsured motorists’ 

coverages for the 1,863 files noted. 
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1,863 Violations  75 Pa. C.S. §1738(d)(1) &(2)(e) 

The named insured shall be informed that he may exercise the 

waiver of stacked limits for uninsured and underinsured 

motorist coverage by signing written rejection forms.  The 

Company failed to provide the signed rejection form of 

stacked limits for uninsured and underinsured motorists 

coverage for the 1,863 files noted. 

 

1,863 Violations  75 Pa. C.S. §1791.1(a) 

Requires that at the time of application for original coverage 

and every renewal thereafter, an insurer must provide to an 

insured an itemized invoice listing the minimum motor 

vehicle insurance coverage levels mandated by the 

Commonwealth and the premium charge for the insured to 

purchase the minimum mandated coverages.  The invoice 

must contain the following notice in print of no less than ten-

point type: “The laws of the Commonwealth of Pennsylvania, 

as enacted by the General Assembly, only require you to 

purchase liability and first-party medical benefit coverages.  

Any additional coverage or coverages in excess of the limits 

required by law are provided only at your request as 

enhancements to basic coverages.”  The insurer shall provide 

the itemized invoice to the insured in conjunction with the 

declaration of coverage limits and premiums for the insured’s 

existing coverages.  The Company failed to provide the 

itemized invoice to the insured at the time of application for 

the 1,863 files noted. 
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3. 60-Day Cancellations 

A 60-day cancellation is any policy, which was cancelled within the first 60 

days of the inception date of the policy.  

 

The primary purpose of the review was to determine compliance with Act 

205, Unfair Insurance Practices Act, Section 5(a)(7)(iii) [40 P.S. 

§1171.5(a)(7)(iii)], which prohibits an insurer from canceling a policy for 

discriminatory reasons and Title 31, Pennsylvania Code, Section 59.9(b), 

which requires an insurer who cancels a policy in the first 60 days to 

provide a 30-day mailing notice of the termination. 

 

From the universe of 85,319 private passenger automobile policies, which 

were cancelled in the first 60 days of new business, 115 files were selected 

for review.  All 115 files requested were received and reviewed.  The 

86,016 violations noted were based on 17,194 files, resulting in an error 

ratio of 100%. 

 

The following findings were noted: 

 

46 Violations  40 P.S. §323.3(a) 

Requires every company or person subject to examination in 

                                 accordance with this act must keep all books, records, 

                                 accounts, papers, documents and any or all computer or other 

                                 recordings relating to its property, assets, business and 

                                 affairs in such manner and for such time periods as the  

                                 department, in its discretion, may require in order that  

                                 its authorized representatives may readily verify the  

                                 financial condition of the company or person and 

                                 ascertain whether the company or person has complied 



10 
 

with the laws of this Commonwealth.  The Company failed to 

have proof in the file to indicate that the insured requested 

cancellation for the 46 files noted. 

 

17,194 Violations  40 P.S. §991.2006(6) AND 75 Pa. C.S. § 1786(e)(3) 

Requires that a cancellation notice advise the insured that he 

must obtain compulsory automobile insurance coverage if he 

operates or registers a motor vehicle in this Commonwealth 

and that the insurer is notifying the Department of 

Transportation that the insurance is being cancelled and the 

insured must notify the Department of Transportation that he 

has replaced said coverage.  In addition, an insurer who has 

issued a contract of motor vehicle liability insurance and 

knows or has reason to believe that the contract is only for the 

purpose of providing proof of financial responsibility shall 

notify the department if the insurance has been cancelled or 

terminated by the insured or by the insurer.  The insurer shall 

notify the department not later than ten days following the 

effective date of the cancellation or termination.  The 

Company failed to issue a cancellation letter to the insured as 

these policies should have been cancelled instead of 

reinstated and to notify the Department of Transportation not 

later than ten days following the effective date of the 

cancellation or termination for the 17,194 files noted. 

 

17,194 Violations  75 Pa. C.S. §1705(a)(4) 

Requires every insurer, prior to the issuance of a private 

passenger motor vehicle liability insurance policy to provide 

each applicant an opportunity to elect a tort option.  A policy 
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may not be issued unless the applicant has been provided an 

opportunity to elect a tort option.  The Company failed to 

provide a signed and dated limited tort form for the 17,194 

files noted. 

 

17,194 Violations  75 Pa. C.S. §1731(b)&(c)(c.1) 

The named insured shall be informed that he may reject 

uninsured and underinsured motorist coverage by signing a 

written rejection form.  The Company failed to have a signed 

rejection form for uninsured and underinsured motorists’ 

coverages for the 17,194 files noted. 

 

17,194 Violations  75 Pa. C.S. §1738(d)(1) &(2)(e) 

The named insured shall be informed that he may exercise the 

waiver of stacked limits for uninsured and underinsured 

motorist coverage by signing written rejection forms.  The 

Company failed to provide the signed rejection form of 

stacked limits for uninsured and underinsured motorists 

coverage for the 17,194 files noted. 

 

17,194 Violations  75 Pa. C.S. §1791.1(a) 

Requires that at the time of application for original coverage 

and every renewal thereafter, an insurer must provide to an 

insured an itemized invoice listing the minimum motor 

vehicle insurance coverage levels mandated by the 

Commonwealth and the premium charge for the insured to 

purchase the minimum mandated coverages.  The invoice 

must contain the following notice in print of no less than ten-

point type: “The laws of the Commonwealth of Pennsylvania, 
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as enacted by the General Assembly, only require you to 

purchase liability and first-party medical benefit coverages.  

Any additional coverage or coverages in excess of the limits 

required by law are provided only at your request as 

enhancements to basic coverages.”  The insurer shall provide 

the itemized invoice to the insured in conjunction with the 

declaration of coverage limits and premiums for the insured’s 

existing coverages.  The Company failed to provide the 

itemized invoice to the insured at the time of application for 

the 17,194 files noted. 
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V.  CONSUMER COMPLAINTS 

 

The Company was requested to identify all consumer complaints received 

during the experience period and provide copies of their consumer 

complaint logs for the preceding four years.  The Company identified 61 

consumer complaints received during the experience period and provided 

all consumer complaint logs requested.  50 files were received and 

reviewed.  

 

The purpose of the review was to determine compliance with the Unfair 

Insurance Practices Act, (40 P.S. §§1171.1 – 1171.5).  Section 5(a)(11) of 

the Act (40 P.S. §1171.5(a)(11)), requires a company to maintain a 

complete record of all complaints received during the preceding four years.  

This record shall indicate the total number of complaints, their 

classification by line of insurance, the nature of each complaint, the 

disposition of these complaints and the time it took to process each 

complaint.  The individual complaint files were reviewed for the relevancy 

to applicable statues and to verify compliance with 31 Pa. Code 

§146.5(b)(c).  There were no violations noted. 

 

The following synopsis reflects the nature of the 50 complaints that were 

received. 

 

 28 Claims Handling  56% 

 13 Underwriting /Cancellation  26% 

 8 Policyholder Services  16% 

 1 Marketing & Sales  2% 

         _______       _______ 

     50    100% 
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VI.  UNDERWRITING PRACTICES AND PROCEDURES 

 

As part of the examination, the Company was requested to supply manuals, 

underwriting guides, bulletins, directives or other forms of underwriting 

procedure communications for each line of business being reviewed. 

Memos and underwriting rule guides were furnished for the Company.  The 

purpose of this review was to identify any inconsistencies which could be 

considered discriminatory, specifically prohibited by statute or regulation, 

or unusual in nature.  There were no violations noted.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



15 
 

VII.  FORMS 

 

Throughout the course of the examination, all underwriting files were 

reviewed to identify the policy forms used in order to verify compliance 

with the Insurance Company Law, Section 354 (40 P.S. §477b), Approval 

of Policies, Contracts, etc., Prohibiting the Use Thereof Unless Approved.  

During the experience period of the examination, Section 354 provided that 

it shall be unlawful for any insurance company to issue, sell, or dispose of 

any policy contract or certificate covering fire, marine, title and all forms of 

casualty insurance or use applications, riders, or endorsements in 

connection therewith, until the forms have been submitted to and formally 

approved by the Insurance Commissioner.  All underwriting files were 

reviewed to verify compliance with 75 Pa. C.S. §1822, which requires all 

insurers to provide an insurance fraud notice on all applications for 

insurance, all claims’ forms and all renewals of coverage and 18 Pa. C.S. 

§4117(k)(1), which requires all insurers to provide an insurance fraud 

notice on all applications for insurance and all claim forms. There were no 

violations noted. 
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VIII.  DATA INTEGRITY 

 

As part of the examination, the Company was sent a preliminary 

examination packet in accordance with NAIC uniformity standards and 

provided specific information relative to the exam.   

 

The purpose of the packet was to provide certain basic examination 

information, identify preliminary requirements and to provide specific 

requirements for requested data call information.  Once the Company 

provided all requested information and data contained within the data call, 

the Department reviewed and validated the data to ensure its accuracy and 

completeness to determine compliance with Insurance Department Act 

Section 903(a) [40 P.S. §323.3(a)].  There were no violations noted. 
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IX.  RECOMMENDATIONS 

 

The recommendations made below identify corrective measures the Department 

finds necessary as a result of the number of some violations, or the nature and 

severity of other statutory or regulatory violations, noted in the Report. 

 

1. The Company must reinforce its internal data controls to ensure that 

all records and documents are maintained in accordance with 40 P.S. 

§323.3(a), so that violations, as noted in the Report, do not occur in 

the future. 

 

2. The Company must review and revise internal control procedures to 

ensure compliance cancellation notice requirements of 40 P.S. 

§991.2006, so that the violations noted in the Report do not occur in the 

future and The Company must review 40 P.S. §1786(e)(3) to ensure 

proper notification to the Department of Transportation when a policy 

has been cancelled or terminated by the insured or insurer. 

 

3. The Company must revise its underwriting procedures to ensure that 

each applicant for private passenger automobile liability insurance is 

provided an opportunity to elect a tort option and that signed tort option 

selection forms are obtained and retained with the underwriting file.  

This is to ensure that violations noted under 75 Pa. C.S. §1705(a)(4) do 

not occur in the future. 

 

4. The Company must revise its underwriting procedures to ensure that 

each applicant for private passenger automobile liability insurance is 

provided an opportunity to exercise the waiver for uninsured and 

underinsured motorist coverage forms are obtained and retained with 
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the underwriting file.  This is to ensure that violations noted under 75 

Pa. C.S. §1731(b) & (c) do not occur in the future. 

 

5. The Company must revise underwriting procedures to ensure that the 

insured is aware that he may exercise the waiver of stacked limits for 

uninsured and underinsured motorist coverage by signing written 

rejection forms.  This is to ensure that violations noted under 75 Pa. 

C.S. §1738(d)(1) and (2)(e) do not occur in the future. 

 

6. The Company must review 75 Pa. C.S. §1791.1(a) to ensure that 

violations regarding the requirement to provide an itemized invoice 

listing minimum coverages at the time of application and every 

renewal, thereafter, as noted in the Report, do not occur in the future. 
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X.  COMPANY RESPONSE 

 

 



 

                                                                         
 

 

 

 
September 11, 2025  
 
 
To:  Pennsylvania Insurance Department 
Attn:  Joshua Gotwalt 
 
RE:  First Acceptance Insurance Company, Inc. 
 Examination Warrant Number: 24-M44-041 
 Examination Period: January 1, 2024 to December 31, 2024 
 Examination Report – Company Response 
 
 
 Please accept this letter as First Acceptance Insurance Company, Inc.’s (“Company“) Written 
Submission and Rebuttal to the Examination Report. Sections V – VIII of the Report had no violations, 
and this Rebuttal therefore focuses on Section IV: Underwriting, and specifically mid-term and 60-day 
cancellations.  
 

With the exception of the few violations noted for 40 P.S. § 323.3(a), the remaining violations – 
almost 99% –stem from one faulty premise, i.e. that the underlying policies should have been cancelled 
as opposed to reinstated.  As we have consistently noted, First Acceptance is unaware of any statutory 
support for such a position, and the Department has provided none in response.  
 

The Company further notes that prior to this exam, it undertook measures to improve a number of 
its operational processes for the benefit of its customers as appropriate under the circumstances, even 
though it had no statutory obligation to  do so. It is the Company’s position that all alleged violations or 
issues raised by the Department in this Examination have already been resolved and mooted by those 
operational improvement measures, and the Company has fully and promptly responded to all requests 
for information and documentation from the Department.   

 
Under the circumstances, we respectfully reiterate our belief that the inclusion in the Examination 

Report of the majority of violations is both unnecessary and inappropriate.  That being said, we offer the 
following specific responses to the various asserted violations: 
 
Section IV: Underwriting  
 
2. Mid-Term Cancellations 
 

77 Violations 40 P.S. § 323.3(a) 
 
Failure to have proof in the file to indicate that the insured requested cancellation. 
 

Response: Disagree, respectfully. First Acceptance does not receive requests directly from 
any insured. As permitted by 40 P.S. §991.2002(c), the insured notified the agent. While 
First Acceptance does not have the written notification document from the agent for the 77 
Violations noted, an electronic data record was and continues to be received by First 
Acceptance from the agent indicating the insured’s request to cancel. Additionally, the 
agent is documenting the insured’s file and sharing with First Acceptance a screenshot of 



 

                                                                         
 

 

 

the insured requesting the cancellation via its software application as it is the entity directly 
receiving the request. We also note that 40 P.S. § 323.3(a) does not specify the type of proof 
required, but contemplates many permissible business records, including “books, records, 
accounts, papers, documents and any or all computer or other recordings”. (emphasis 
added).  The records the Company provided satisfy this requirement. 
 
Notwithstanding the position that the statute does not require a specific type of proof, prior 
to the Department’s initiating this examination, First Acceptance undertook measures to 
improve this process by creating a document memorializing the request for the 
underwriting file and assist with claim handling. 
 
The Company further notes that upon hearing from the Department, it fully and promptly 
responded to all requests for information and documentation, and took steps to improve a 
number of its operational processes as appropriate under the circumstances, as noted.  As 
the Company does in all cases, it will continue to monitor our processes and procedures to 
ensure compliance.   
 

1,863 Violations: Failure to issue a cancellation letter to the insured as these policies should 
have cancelled instead of reinstated. Also, failure to notify the Department of Transportation 
not later than ten days following the effective date of the cancellation or termination.  
  

a. Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.   
 
Additionally, 40 P.S. §991.2006 is not applicable because the cancellations were initiated 
by the insured. The statute cited applies to policies cancelled “by an insurer.” 40 P.S. 
§991.2002(c) provides that this article, Article XX which includes 40 P.S. §991.2006, does 
not apply: 
 

(2) If the named insured has demonstrated by some overt action to the insurer or its 
agent that he wishes the policy to be cancelled or that he does not wish the policy 
to be renewed. 

   
Notwithstanding the position that this violation is based on a faulty premise, and the statute 
does not require a cancellation letter or notice prior to the insured’s request to cancel, First 
Acceptance provided a Confirmation of Cancellation document to the insured after the 
cancellation request advising the insured to contact the Company if the cancellation was in 
error and included statutory notice language.  
 
The Company further notes that before the Department initiated this exam, First 
Acceptance identified concerns with state reporting to the Department of Transportation 
that were a tied to reinstatements and undertook measures to modify its process to eliminate 
reporting concerns and improve customer experience, 
 
Finally, upon hearing from the Department, the Company fully and promptly responded to 
all requests for information and documentation, and took steps to improve a number of its 



 

                                                                         
 

 

 

operational processes as appropriate under the circumstances.  As the Company does in all 
cases, it will continue to monitor our processes and procedures to ensure compliance.   

 
b. Response: Disagree, respectfully. First Acceptance has always and continues to report 

cancellations to the Department of Transportation in accordance with 75 Pa. C.S. § 
1786(e)(3). A spreadsheet documenting the data reported to the Department of 
Transportation was produced pursuant to this exam, thereby demonstrating compliance 
with the statute. (Title: “PennDot Reporting.xlsx”) 

 
 

1,863 Violations: Failure to have a signed and dated limited tort option selection form in the 
file. 
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.   
 
Additionally, the signed and dated limited tort option selection form was collected at the 
inception of the policy as required by the statute. The form was not subsequently collected 
after each reinstatement as the policy remained the same and the statute only requires the 
notice “prior to the first issuance.” 75 Pa. C.S. §1705(a)(4). 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
form “prior to the first issuance”,  the Company identified concerns with state reporting to 
the Department of Transportation prior to this examination that were a tied to 
reinstatements and undertook measures to modify its process to eliminate reporting 
concerns and improve customer experience. 
 
Finally, upon hearing from the Department, the Company fully and promptly responded to 
all requests for information and documentation, and took steps to improve a number of its 
operational processes as appropriate under the circumstances.  As the Company does in all 
cases, it will continue to monitor our processes and procedures to ensure compliance.   

 
1,863 Violations: Failure to have a signed written rejection form for Uninsured and 
Underinsured coverages in the file.  
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.   

 
Additionally, the signed written rejection forms for Uninsured and Underinsured coverages 
were collected at the inception of the policy. The insured was not subsequently informed 
after each reinstatement as the policy remained the same and the forms had already been 
presented at inception. 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
form at inception, the Company identified concerns with state reporting to the Department 
of Transportation that were tied to reinstatements prior to this examination and undertook 



 

                                                                         
 

 

 

measures to modify its process to eliminate reporting concerns and improve customer 
experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.  
  

 
1,863 Violations: Failure to have a signed rejection of stacked limits for Uninsured and 
Underinsured Motorist coverages in the file.  
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.  
 
Moreover, the signed rejection of stacked limits for Uninsured and Underinsured Motorist 
coverages was collected at the inception of the policy. The insured was not subsequently 
offered the coverage after each reinstatement as the policy remained the same and the form 
had already been presented at inception. 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
form at inception,  the Company identified concerns with state reporting to the Department 
of Transportation prior to this examination that were tied to reinstatements and undertook 
measures to modify its process to eliminate reporting concerns and improve customer 
experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.   

 
1,863 Violations: Failure to provide the required itemized invoice at the time of application.  
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.   
 
Moreover, the itemized invoice was provided at the inception of the policy as required by 
the statute. The form was not subsequently collected after each reinstatement as the policy 
remained the same and the statute only requires the invoice “[a]t the time of application for 
original coverage and every renewal thereafter.” 75 Pa. C.S. §1791.1. 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
itemized invoice with the application and renewal,  the Company identified concerns with 
state reporting to the Department of Transportation prior to this examination that were a 
tied to reinstatements and undertook measures to modify its process to eliminate reporting 
concerns and improve customer experience. 



 

                                                                         
 

 

 

 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.   
 

3. 60-Day Cancellations 
 

46 Violations: Failure to have proof in the file to indicate that the insured requested 
cancellation. 
 

Response: Disagree, respectfully. First Acceptance does not receive requests directly from 
any insured. As permitted by 40 P.S. §991.2002(c), the insured notified the agent. While 
First Acceptance does not have the written notification document from the agent for the 46 
Violations noted, an electronic data record was and continues to be received by First 
Acceptance from the agent indicating the insured’s request to cancel. Additionally, the 
agent is documenting the insured’s file and sharing with First Acceptance a screenshot of 
the insured’s requesting the cancellation via its software application as it is the entity 
directly receiving the request. Finally, 40 P.S. § 323.3(a) does not specify the type of proof 
required, but contemplates many business records, including “books, records, accounts, 
papers, documents and any or all computer or other recordings”. (emphasis added).  The 
records the Company provided satisfy this requirement, as noted above. 
 
Notwithstanding the position that the statute does not require a specific type of proof, prior 
to the Department’s initiating this examination, First Acceptance undertook measures to 
improve this process by creating a document memorializing the request for the 
underwriting file and assist with claim handling. 
 
The Company further notes that upon hearing from the Department, the Company fully 
and promptly responded to all requests for information and documentation, and took steps 
to improve a number of its operational processes as appropriate under the circumstances.  
As the Company does in all cases, it will continue to monitor our processes and procedures 
to ensure compliance.   
 

17,194 Violations: Failure to issue a cancellation letter to the insured as these policies should 
have cancelled instead of reinstated. Also, failure to notify the Department of Transportation 
not later than ten days following the effective date of the cancellation or termination.   
 

a. Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.   
 
Additionally, 40 P.S. §991.2006 is not applicable because the cancellations were initiated 
by the insured. The statute cited applies to policies cancelled “by an insurer.” 40 P.S. 
§991.2002(c) provides that this article, Article XX which includes 40 P.S. §991.2006, does 
not apply: 
 



 

                                                                         
 

 

 

(2) If the named insured has demonstrated by some overt action to the insurer or its 
agent that he wishes the policy to be cancelled or that he does not wish the policy 
to be renewed. 

   
Notwithstanding the position that this is a faulty premise and the statute does not require a 
cancellation letter or notice prior to the insured’s request to cancel, First Acceptance 
provided a Confirmation of Cancellation document to the insured after the cancellation 
request advising the insured to contact the Company if the cancellation was in error and 
included statutory notice language.  
 
The Company further notes that before the Department initiated this exam, it identified 
concerns with state reporting to the Department of Transportation that were tied to 
reinstatements and undertook measures to modify its process to eliminate reporting 
concerns and improve customer experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.   

 
b. Response: Disagree, respectfully. First Acceptance has always and continues to report 

cancellations to the Department of Transportation in accordance with 75 Pa. C.S. § 
1786(e)(3). A spreadsheet documenting the data reported to the Department of 
Transportation, demonstrating compliance, was produced pursuant to this exam. (Title: 
“PennDot Reporting.xlsx”) 

 
17,194 Violations: Failure to have a signed and dated limited tort option selection form in the 
file. 
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.  
 
Additionally, the signed and dated limited tort option selection form was collected at the 
inception of the policy as required by the statute. The form was not subsequently collected 
after each reinstatement as the policy remained the same and the statute only requires the 
notice “prior to the first issuance.” 75 Pa. C.S. §1705(a)(4). 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
form “prior to the first issuance”, before the Department initiated this exam, the Company 
identified concerns with state reporting to the Department of Transportation that were tied 
to reinstatements and undertook measures to modify its process to eliminate reporting 
concerns and improve customer experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.   



 

                                                                         
 

 

 

 
17,194 Violations: Failure to have a signed written rejection form for Uninsured and 
Underinsured coverages in the file.  
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.   
 
Additionally, the signed written rejection forms for Uninsured and Underinsured coverages 
were collected at the inception of the policy. The insured was not subsequently informed 
after each reinstatement as the policy remained the same and the forms had already been 
presented at inception. 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
form at inception, before the Department initiated this exam, the Company  identified 
concerns with state reporting to the Department of Transportation that were tied to 
reinstatements and undertook measures to modify its  process to eliminate reporting 
concerns and improve customer experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.   

 
17,194 Violations: Failure to have a signed rejection of stacked limits for Uninsured and 
Underinsured Motorist coverages in the file.  
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.  
 
Moreover, the signed rejection of stacked limits for Uninsured and Underinsured Motorist 
coverages was collected at the inception of the policy. The insured was not subsequently 
offered the coverage after each reinstatement as the policy remained the same and the form 
had already been presented at inception. 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
form at inception, before the Department initiated this exam, the Company identified 
concerns with state reporting to the Department of Transportation that were tied to 
reinstatements and undertook measures to modify its  process to eliminate reporting 
concerns and improve customer experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, it will continue to monitor our processes and procedures to ensure compliance.  
 

 



 

                                                                         
 

 

 

17,194 Violations: Failure to provide the required itemized invoice at the time of application.  
 

Response: Disagree generally, and respectfully.  These asserted violations are based on the 
faulty premise that the underlying policies should have been cancelled as opposed to 
reinstated, and the Company is unaware of any statutory support for such a position.  
 
Moreover, the itemized invoice was provided at the inception of the policy as required by 
the statute. The form was not subsequently collected after each reinstatement as the policy 
remained the same and the statute only requires the invoice “[a]t the time of application for 
original coverage and every renewal thereafter.” 75 Pa. C.S. §1791.1. 
 
Notwithstanding the position that this is a faulty premise and the statute only requires this 
itemized invoice with the application and renewal, before the Department initiated this 
exam, the Company identified concerns with state reporting to the Department of 
Transportation that were tied to reinstatements and undertook measures to modify its 
process to eliminate reporting concerns and improve customer experience. 
 
Finally, upon hearing from the Department, the Company has fully and promptly responded 
to all requests for information and documentation, and took steps to improve a number of 
its operational processes as appropriate under the circumstances.  As the Company does in 
all cases, we will continue to monitor our processes and procedures to ensure compliance.   

 
 
We appreciate the Department providing us with the opportunity to respond, and the professionalism 
afforded to us by the entire examination team throughout the process. 
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