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SCOPE OF EXAMINATION

The Massachusetts Division of Insurance (the “Division”) conducted a limited scope multi-
state market conduct examination of Boston Mutual Life Insurance Company (“Boston
Mutual” or “Company”) for the period January 1, 2002 to April 30, 2005 (*“the examination
period.”)  The market conduct examination was called pursuant to authority in
Massachusetts General Laws (M.G.L.) Chapter 175, Section 4. The market conduct
examination was conducted at the direction of, and under the overall management and
control of, the market conduct examination staff of the Division, with input from the
Georgia Department of Insurance and the Texas Department of Insurance (g DI”)the

other lead state regulators. The focus of the market conduct examination was. directed to
the Company’s sales and underwriting practices and complaint handling_proeedures for
products sold to military personnel in the United States and at military fa m“ in Europe.
Thus, all testing procedures described within this report were generally*limited to insurance
polices sold through the Company’s military distribution ch % Although such
procedures related primarily to military sales, some recommenda ve been broadened
to include other lines of business to ensure that problems ingurred in the military sales
channel are prevented in other lines of business. A
included throughout the report to address the findings observations. Representatives
from the firm of Rudmose & Noller Advisors, LL ) were engaged to complete
certain agreed upon procedures. In addition, a representative from the TDI assisted RNA
in completing such agreed upon procedures.

A tailored audit approach was developed using.the guidance and standards of the National
Association of Insurance Commission AIC”) NAIC Market Conduct Examiner’s
Handbook, the market conduct exami tandards of the Division, the Commonwealth
of Massachusetts and other state iz&?{ laws, regulations and bulletins. All procedures
were performed under the man ent and control and general supervision of the market

conduct examination staff of Ivision, with input from other lead states. The following
describes the procedures ed, findings and required actions for the workplan steps
thereon.
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EXECUTIVE SUMMARY

This executive summary is intended to provide a high-level overview of the market
conduct examination results. The primary focus of the market conduct examination was
the Company’s sales and underwriting practices and complaint handling procedures for
products sold to United States military personnel. Thus, all testing procedures described
within this report were generally limited to insurance policies sold through the military
distribution channel. The body of the report provides the background, procedures
performed and observations, and required actions. i

Company are necessary. Since certain observations noted significant ¢ eficiencies

that may be applicable to the Company’s other lines of business, in-sev instances we

have provided Required Actions relating to all lines of business sure that problems

incurred in the military sales channel are prevented in other Iine% usiness. The Board of
h

The Division considers a substantive issue one in which required action of the
e@

Directors should further evaluate the root causes that resulte e substantive control
deficiencies identified and undertake required actions to
sold to military personnel and to address similar issu
jurisdictions to the extent appropriate. Such correcti
of Directors for all areas identified in the examination~should commence immediately and
be completed as soon as possible. A written%lo of the corrective action taken and

monitoring conducted must be provided to}@v ion by June 30, 2006.

5 the issues with products
all other lines of business and
ion and monitoring by the Board

The following is a brief summary ntive issues noted as a result of the limited
scope multi-state market conduetsexamination of the Company. Required actions
addressing these issues are founw ody of the report.

COMPLAINT HANDLING
The Company’s ¢ t handling processes and procedures failed to properly identify
\/

and track custo rritten complaints in its complaint database in possible violation of
M.G.L. c. 17 (10). Such violations may be unfair trade practices in violation of
Massachuseﬁg6 utes and may be violations of unfair trade practices in other jurisdictions.
Further,(Unreasonable deference was routinely given to agents when oral and written
com %’garding agent conduct were made. As a result, numerous written complaints,
0 %paints and negative written responses included in the Company’s customer
sa{l%ction surveys were not properly handled in a timely manner, or in some cases,
addressed at all. Required actions to address these deficiencies are noted on page 12 and
on pages 28-29.

MARKETING, SALES AND UNDERWRITING
Sales materials for the military channel have not been updated in several years and contain

inappropriate agent sales guidance in possible violation of M.G.L. c. 176D, § 3(1)(a), (f),
(2) and M.G.L. c. 175, § 181. Such findings may be unfair trade practices in violation of



Massachusetts statutes and may be violations of unfair trade practices in other jurisdictions.
Our testing revealed that customer insurance needs assessment procedures were deficient.
As a result, inappropriate sales were made to entry level enlisted military personnel with
low pay grades (less than $18,000 annual salary) who often had at least $250,000 of life
insurance through the military’s low cost insurance plan. Further, the Company’s
underwriting department does not meaningfully review or challenge the customers’ needs
assessment performed by the agent. In numerous instances no needs assessment was
performed by the agent. Required actions to address these deficiencies are noted on page
15. 4,
g of

t™required to
complete a needs assessment. Thus, a needs assessment was not perfor :
Company’s oversight of agents who often replace is inadequate. In“a few

Company failed to provide timely notice to replaced carriers in violati f 211 CMR 34.06.
Required actions to address these deficiencies are noted on page

Our testing also revealed significant problems with the Company’s
replacement transactions. For replacement transactions, agents were

benchmarks and the Company’s goals. Persistency by the number of policies
issued during the examination period and remaining i as of April 30, 2005 was 56%.
Moreover, for policies terminating during the examination period, 77% terminated within
the first year of the sale. Thus, the Con‘@n iled to appropriately monitor the
persistency of its military sales. The high termination rate within the first year after the sale
is an indicator that customers were li atisfied with their purchases or did not
understand their policies. Required a;'\ 0’address these deficiencies are noted on page

The Company’s persistency experience for its military s&@ness is far below industry
a

20.

PRODUCER LICENSING ANI@ON

The Company failed to care in appointing many of its agents based on our review

of information not e credit checks conducted for those producers prior to
appointment. Fur Company’s training efforts for agents are inadequate and fail to
properly com te the Company’s policies and procedures for submission of new
business an ustomer care.

The C@%y lacks firm guidelines or resulting punitive actions in instances where its
agen t adhere to such business policies and procedures. As a result, the Company
f dequately supervise three of its Texas agents and allowed the three Texas agents
to continue selling Boston Mutual products for a period up to 15 months when customer
service phone calls, complaint activity and customer satisfaction surveys indicated serious
sales practice violations. Further, Company management responsible for oversight of the
three Texas agents in the general agencies department, were aware of serious sales practice
issues and repeatedly failed to take timely and appropriate enforcement actions against
these agents. These actions, when taken as a whole, may be unfair trade practices in
violation of M.G.L. c. 176D, § 3(1)(a), (f), (2) and M.G.L. c. 175, § 181. Such actions may
be violations of unfair trade practices in other jurisdictions.



Finally, the Company’s efforts to track and report agent terminations and sales practice
violations to the compliance and legal departments and to regulatory authorities are
substandard.  Required actions to address the producer licensing and supervision
deficiencies are noted on pages 25-26.

POLICYHOLDER SERVICE

Written customer satisfaction survey responses with significant complaints have been
fully addressed or were not addressed timely. Additionally, several written customer
satisfaction survey responses were incorrectly summarized on a spreadsheet“which is
designed to allow for an overall review of the survey results provided by cu . Thus,
the Company failed to address timely or sufficiently respond to nuu customer
comments which should have been deemed written complaints according tothe Company’s
definition of a complaint in possible violation of M.G.L. c. 17 d(,:993(10). Required
actions to address these deficiencies are noted on pages 28-29. %



BACKGROUND

Boston Mutual is a mutual life insurance company which has traditionally offered small
face whole life products to low and middle income individuals through individual agents.
Some policies are guaranteed issue, but many are underwritten in a simplified manner. In
addition, the Company has a worksite marketing program where employers allow the
Company to sell its products to employees with premiums paid by employees through
payroll deduction. The Company also writes group life business, much of it produced
through third party administrators. Boston Mutual was formerly an Insurance Mare&l&ce
Standards Association (“IMSA”) certified company, but as of November 21 2005, |
notified the public that the Company failed to re-qualify for membership. T ny is
headquartered in Canton, Massachusetts and domiciled in Massachusett ompany
does business in all states, Puerto Rico and on U.S. military bases |n Boston
Mutual’s statutory surplus as of December 31, 2004 was $67.2 m|II|o

In the last two years, regulators in several states have uncov %alr and misleading
sales practices of life insurance and annuities to militar nel by a number of

companies. In response, the NAIC is facilitating a multi ollaborative effort led by
regulators in Georgia and Texas. The NAIC has also-developed a consumer brochure to
provide military personnel with a basic understandi %"ﬂe insurance. In addition to the
limited scope multi-state market conduct exa tion of Boston Mutual, there are a
number of other companies currently under examination or investigation by other state
insurance regulators.

In certain cases, the following factor aused military personnel to be unaware they
purchased life insurance: (1) pro gsx;e misrepresented as savings/investment vehicles
and not as life insurance beca Hitary personnel can elect to purchase a low-cost
$250,000 term policy underéth rvicemembers’ Group Life Insurance (“SGLI”) for
active military or Vetera p Life Insurance (“VGLI”) for veterans; (2) automatic
payroll deductions (aII@) on military pay stubs may lead military personnel to not
understand that mon@ Ing used to purchase insurance; (3) the insurance policies are
often delivered ompanies to the producer or to the home address of military

personnel who reside on a military base, and thus the policyholder has not always received
the policy; me sales presentations, which may have been tied to general military
financial.education efforts, have misled military personnel to incorrectly believe that they

are re ng financial advice from the Federal Government and not an insurance

sol

T&DI identified three Boston Mutual appointed agents (referred to through the
remainder of this report as “the three Texas agents”), Steven Williams, Jennifer Graham,
and Cynthia Graham, who sold 966 polices at or near Ft. Hood, Texas using misleading
and unfair sales practices from early 2003 to early 2005. During that period, the Company
failed to adequately supervise the actions of the three Texas agents. In 2005, all three of
the agents’ appointments were terminated “for cause” by Boston Mutual. The Company is
cooperating with the TDI to investigate the full nature and extent of improper sales by the
three Texas agents. In addition, the Company is taking corrective action at the direction of



the TDI with regard to insurance polices sold by the three Texas agents.

The Boston Mutual product sold to military personnel is a participating whole life policy
without a war exclusion clause for the basic policy, but it does include a war exclusion
clause for accidental death benefits. The basic policy is identical to that sold in the civilian
market except that the civilian product includes a war exclusion clause.

The Company has operated in the military market since 1973. The market is a relatively
small one for the Company and represents approximately $3.38 million in sales'from
January 1, 2002 through April 30, 2005 or approximately $1 million in sales per year
Approximately 5,000 life insurance policies were sold during the 40 month M he
following table shows $3.2 million of sales over the 40 month period b ﬂ%ﬁ for the
highest volume regions or 95% of sales during that period. 6
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Sales are made by independent general agents, the majority of whom wer@grvised by a

non-employee sales director located in Illinois. The Company’s highest volume agent, by
number of policies sold over this period with 689 polices, is an agent based in Tennessee
(“Tennessee agent”). Sales are generally made off-base a some agents have
authority to develop relationships and gain access on-base ompany is registered
with the Department of Defense to gain entrance to overs

(ﬂ""""(DU’CjOQ)U’U’QJZ

irst year premium with renewal
ums. General agents are paid 55-

The commission structure pays agents as much as 1159
commissions ranging between 8% — 15% of ann
90% of first year premium and approximately 1Q% on renewal premiums. Commissions
are advanced up to 70% of annual premi r sale. Underwriting efforts are somewhat
simplified with nearly all who apply recei a policy with a face value under $100,000.
Medical underwriting is more rigorou@ er face value policies.

other lead states and emphasision the following areas.

The key objectives of this exan"%a?f%r were determined by the Division with input from
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COMPLAINT HANDLING

Objectives:

e Review and gain an understanding of the Company’s policies and procedures with
respect to written complaints.

e Review detailed complaint activity for indications of sales practice issues.

e Evaluate the Company’s handling of complaints. %

Procedures Performed and Observations: \)

RNA interviewed customer service, compliance and general agen ie@sonnel with
responsibility for handling customer complaints. The Com %receives written
complaints from various state insurance departments or through @ respondence with
its customers. The Company also receives oral and Writ% plaints through its
customer service department via the telephone and written ¢ ints through its customer
satisfaction survey program where new policyholders are% comment about the sales
process and about how well they understand their paliciesy  Historically, the Company’s
policy regarding non-routine oral complaints obtai e%relephone required the customer
to make a statement in writing to be considered int. Such written statements, once
received, were then treated as a complaint. Wri responses received from the customer
satisfaction survey program, no matter hoxn%gtive, were not considered a complaint and

were often not addressed by the Compar@

In early 2005, as a result of prablems~with the three Texas agents, Boston Mutual’s
definition of a complaint was revised to state that “a complaint is a written communication

ainst the company, its agents, its employees, its products, or
nay come to us from a policyholder, a state insurance
department, an attorn .2 federal or state agency or consumer organization. While

personnethave been instructed to contact the Vice President and Chief Compliance Officer

with 8

d

Since adoption of the new policy, there appears to be confusion among various Company
Departments as to what constitutes a complaint. This confusion may explain why oral
complaints or written complaints received as a result of the Company’s customer
satisfaction survey program have not been deemed to be complaints for inclusion in the
Company’s complaint database.

12



All complaints are logged, and the disposition of each complaint is tracked in the
Company’s complaint database. The Company’s compliance department has responsibility
for monitoring and maintaining the complaint database.

Insurance department complaint data related to military sales follows:

Insurance Department Complaints by Type | 2002 | 2003 | 2004 | Through | Total
4/30/2005
18 25

156

8
39

The significant increase in military complaints in 2005 is the resul plaints received
by the TDI related to the three Texas agents that have been d “for cause” by
Boston Mutual. As noted in other sections of this report, th: ny failed to respond

Producer Issues —Texas agents’
Producer Issues —All other agents
Customer Service & Other

Total

~N| w b~ O
O NN
~N| N O o

adequately to numerous oral complaints and written custom isfaction survey responses
warning that the three Texas agents’ conduct was imp%e everal months before the
agents were terminated. The Company is taking ctive action with regard to such
policyholders and has cooperated with the TDI by sending a written survey, approved by
the TDI, to all policyholders who were sold a pohi the three Texas agents. Any such
policyholder filing a written complaint or r p(%ng to the TDI approved survey stating
that the policy was misrepresented, that t id not understand their military benefits, or
that they did not receive their polic m iven a full refund of all premiums paid,
nd

reimbursement of any other costs i cancellation of their insurance polices for
those in-force, if they request such‘cancellation.

RNA reviewed each of the 3 %n'wide written complaints relating to military sales and
customer service. We n ritten complaints appear to have been responded to with
appropriate resolutio % or two written complaints regarding two agents. In these
two cases, the Co efther did not fully investigate the written complaint or grant the
requested refun er, in 17 of the 39 written complaints, the resolution was not
timely based 21 day response standard. The delay in the Company’s responses
e Company’s investigations giving deference to the agents by allowing

were caused‘x
them n to the Company regarding the customers’ written complaints prior to the

Company determining whether the written complaints were justified. However, we noted
t gents frequently failed to respond to the Company’s requests for additional
i&maﬁon concerning written complaints in a timely manner, or in some instances, not at
all. These findings with regard to the Company’s handling of written complaints may be
unfair trade practices in violation of M.G.L. ¢. 176D, § 3(10). Such actions may be
violations of unfair trade practices in other jurisdictions.

! Refers to the three Texas agents the Company terminated by the Company.

13



Required Actions:

The Company shall investigate and resolve all oral and written complaints timely and
fairly. Specifically, the Company shall do the following:

Institute procedures to ensure oral and written complaint investigations that require
input or a response from an agent are handled timely. The Company shall require
its agents to respond to its request for information within seven business days and
institute procedures to enforce disciplinary action for non-responding, agents. in
accordance with its contract with such agent. Moreover, failure of q&qﬁnt to
respond timely should be a significant factor in resolving the a%t written
complaint in the policyholder’s favor.

Provide full refunds to the two customers in response to ritten complaints
cited above and report such actions to the Division and t I

¥

Clarify the Company’s revised complaint polic
Company personnel and establish procedures
complaints for all lines of business rec
department via the telephone and through customer satisfaction survey program
are treated as complaints. All complai@n be responded to in writing by the
Company. If the agent is referenced in.the’ 'eomplaint, a copy of the complaint shall
be sent to the agent in a timel In these cases, the agent must timely
provide a written response to thé any. The complaints must also be included
on the Company’s complai ee Policyholder Service Required Actions.)

Enhance the Board of %\yr’s monitoring of all complaint handling policies and
procedures for all li usiness. The Board shall require that the internal audit
function condu frequent and in-depth testing and monitoring than is

currently co evaluate compliance with all Company complaint handling
practices% ines of business. In addition, the internal audit function shall
e

dopted in early 2005 to all
sure that all oral and written
rough the customer service

report rly to the Board of Directors regarding all findings and any
reco ions.

S
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MARKETING, SALES AND UNDERWRITING

Objectives:

e Gain an understanding of the Company’s current military products and any
association marketing arrangements.

e Review any home office prepared or approved advertising materials used by the
military sales channel for false or misleading statements.

e Review policies and procedures for home office approval of sales materi%

including illustrations and evaluate for adequacy.
e Review the Company’s sales policies and practices and evaluate fo
e Review and gain an understanding of the company’s policies and o@o res to
address various statutory requirements with respect to underw and rating and

evaluate such policies and procedures
e Review policies and procedures for compliance with var utory requirements
with regard to sales including replacements and illus

Procedures Performed and Observations: {

Sales, Marketing and Underwriting Practices ( ing Replacements)

Boston Mutual states that illustrations a vided during the sale where required by
statute. The policy form is approved tates where the policies are sold. Boston

Mutual states it is not involved Wlth mber of, any military marketing associations.
All of Boston Mutual’s military s {& ade by appointed agents under contract with the
Company.

Our review of sales mate the military channel concluded that such materials have
not been updated in ears and do not appear to have been approved by the
compliance or legal % ents prior to use as several items in the materials contained
inappropriate sal tidance for agents. For example, the materials instructed the agent
when meeting w consumer to “create a need.” Further, the sales materials suggested
explammg ole life product to the consumer by equating permanent insurance with
“owning” m insurance with “renting.” Such findings may be unfair trade practices
in vio %f M.G.L. c. 176D, § 3 (1)(a), (f), (2) and M.G.L. c. 175, § 181. Such actions

A% ations of unfair trade practices in other jurisdictions.

sampled 100 insurance polices sold during the examination period, excluding the
business sold by the three Texas agents. Of the 100 insurance policies selected, 50 were
policies that remained in-force as of April 30, 2005, and 50 were polices that lapsed, were
surrendered or were “not taken” by the policyholder prior to April 30, 2005. RNA
reviewed each sale transaction to evaluate the Company’s use of proper insurance
applications; approved policy forms; required policy summaries, illustrations, and
disclosure forms; replacement procedures and disclosures (when applicable), underwriting

15



or needs assessment guidelines, and properly licensed/appointed agents. Our observations
and results of our testing are as follows:

» For the 100 sales sampled -

o Forty-one (41) of the 100 sales lacked adequate documentation to determine
whether a sufficient needs assessment was performed by the agent. For
example, several of the insurance application sections which describe an
applicant’s income, assets, dependants, or other insurance information were
incomplete. Also, we noted two additional applications where, the needs
assessment was completed and indicated that the need was “s s.? We

also noted at least 27 of the 100 sales were made to military | at the
E-3, or lower, pay grade. Entry or lower level enlisted typically
licants were

comprise E-1 through E-3 pay grades, and most of such

single males under age 21 earning less than $18 %
significant number of the applicants we tested %@e
military’s term SGLI, we believe the Com
agents to document that they have fully ass
insurance.

0 Seventeen (17) of the 100 sales la umentation that a disclosure
notice regarding the Company’s maintenance of privacy information was
delivered at the time the applie%: as taken as required by Company

ris

r year. Since a
st $250,000 of the

uld have required its
e applicant’s need for life

policy and regulation in some tions.
o Two agents were not pro pointed in the jurisdiction where the sale
occurred.

» For the 50 lapsed sﬁ&dered and “not taken” sales sampled -

0 Seven of t cies were “not taken” as the applicant exercised his or
nder the “free look™ provision to decline acceptance or delivery
e policy.

of 43 lapsed and surrendered policies were in-force two months

S.
‘%ﬂ y-eight (28) of 43 lapsed and surrendered policies were in-force less
Q\? six months.

% hirty-six (36) of the 43 lapsed and surrendered policies were in-force less
Q than one year.
o0 In our view, the high number of policies terminating within the insurance
policy’s first year is an indicator that customers were likely dissatisfied with
their purchases or did not properly understand their policies.
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Required Actions:

The Company shall institute new procedures as follows:

= Revise the military sales material to remove inappropriate sales guidance. All
existing sales, training and advertising materials for all Company products and
distribution channels should undergo an immediate review to be completed by the
compliance and legal departments by June 30, 2006. Both the legal and compliance
departments shall sign off and approve all sales, training and advertising material
developed by the Company prior to use. This approval shall be doc d for
later monitoring and follow-up. The results of this review shall be to the
Company’s Market Conduct Committee and the Board of Director@

= Require that Company will verify that all questions on the insurance application
and agent’s statement (Form NB-1) with regard to needs assessmeént are adequately
answered when business is submitted to the home es The underwriting
department shall review the needs assessment contai rm NB-1, and concur
with the assessment, if appropriate, and documen ncurrence prior to policy
issuance.

= Revise all sales and underwriting manuals de the new needs assessment
procedures and guidelines. Specifically, a@ procedures and guidelines must
address needs assessment for sales to ary’personnel with a pay grade of E-1
through E-3 and those who have SGLTor VGLI.

= Implement procedures to ensure.-that the required disclosure notice regarding the

nformation was delivered at the time the

Company’s maintenance of pr

application was taken.
= Enhance the Board of Director’s monitoring of compliance with Company policies

and procedures includin se stated herein with regard to the performance of

needs assessment s during the sales process. The Board should strongly

consider requiringyt he internal audit function conduct review and testing of

compliance wi s assessment procedures and provide timely reporting to the
Board of @ings and any recommendations.

Replacemen

The Di@’; market conduct examination report dated May 1, 2004, which covered the
peri ry 1, 2001 to June 30, 2003, cited several observations and recommendations

egard to the Company’s practices and procedures regarding replacement sales and
oversight.  The report noted, among other observations and findings regarding
replacements, that the Company was not requiring the agent to submit Form NB-104 as
required by Company policy for internal replacements and noted that oversight of
replacement activity of the Company’s District Office agents was inadequate. As a result,
examination recommendations included the required use of Form NB-104 for all Company
internal replacements and new oversight procedures to be instituted over high replacing
agents in the Company’s District Office.

17



As noted above, RNA sampled 100 insurance polices sold during the examination period
and tested attributes for each of the sampled transactions. Our observations and results for
those that were replacements are as follows:

» Replacements included in the 100 sales sampled -

o Six of the 100 sales were external replacement transactions whereby Boston
Mutual was replacing another carrier’s insurance policy. Such transactions
also require timely notice to the replaced carrier, generally within “seven
days after the home office receives notice of the replacement. he
Company failed to provide timely notice to the replaced carri %f)nur of
the six sales. Also, one of the six sales lacked documentati equired
state replacement disclosure notice was provided to the ap

o Four of the 100 sales involved an internal replacer%

Mutual was replacing one of its own insurance polggb
omp

t.

reby Boston
connection with
acements, Boston
letion of Company

the sale of insurance products which are interna

to replace a previous policy, so Company can document its
determination that the proposed salé,meets those needs. The agent failed to
complete the Form NB-104 f%? four of the internal replacement
transactions, and the Company-failéd to require the completion of the form.
Also, three of the four cked documentation that required state
replacement disclosure ere provided to the applicants.

0 One of the transactions®involved an internal replacement of an insurance
policy on a child that subsequently lapsed. The Company failed to include
the sales transacti its replacement register. The undisclosed internal
replacemen t have the required replacement disclosure forms.
Moreov ted the undisclosed internal replacement was the second
replaceme ansaction on the same child as a prior external replacement
tra % occurred in April of 2001. Thus, all three policies (two Boston

% and one other) terminated through lapse or replacement by the time

ild was age four. There is no evidence that the underwriting

artment challenged these replacements to ensure that they were in the

‘% customers’ best interests. As such, these transactions may be unfair trade

practices in violation of M.G.L. c. 176D, § 3(1)(a), (f), (2) and M.G.L. c.

Q 175, § 181. Such transactions may be violations of unfair trade practices in
other jurisdictions.

As a result of our findings noted above, we expanded our testing of the Company’s
oversight over replacements and agents who often replace. We reviewed the Company’s
replacement register for the examination period and noted that one of the Company’s
military sales agents, the Tennessee agent, replaced a high number of policies over that
period. He also had the highest number of replacements of all Company agents for all lines
of business for the Company for the period June 1, 2004 to February 10, 2005. Based on

18



our inquiries of the Company, no oversight of replacement activity by agent is conducted
by the home office. From the replacement registers for the examination period, we selected
20 replacements throughout the period including some replacements sold by the Tennessee
agent.

» For the 20 replacements sampled -

o All 20 of the sales had documentation that required state replacement
disclosure notices were provided to the applicant. However, for the two of
the 20 sales that were internal replacements, Form NB-104 was not utl .

o Sixteen (16) of the 20 replacements were sales for the same. face value
and/or were replacing policies issued by companies with highér rati
A.M. Best (a nationally recognized insurance industry T@t ganization)
with no compelling justification about why the replacements were in the
customers’ best interests. There was no evidence"t he underwriting
department challenged the proposed replaceme &wsure that they were

in the customers’ best interests.

o Two of the 20 sales had no documentati a needs assessment was
performed.

o0 Two of the 20 sales had documentati ng that notice to the replacing
carrier was not timely in violation R 34.06.

0 One of the 20 sales had docume@’i: howing that notice to the replacing
carrier was sent to the wron rierand that the replacing carrier was never

notified of the replaceme tion of 211 CMR 34.06.

Required Actions: (Q

=  The Company shall %@yits underwriting and sales manuals to expand the
procedures regarding.r ements to describe (1) who within the Company will be
responsible forc g replacement transactions and ensuring that such
transactions are-included on the Company’s replacement register, (2) how and when
such periodi arches for replacements will occur; and (3) how such periodic

searches<€ordreplacements will be supervised and monitored.

. Them; riting and sales manuals shall be updated to include and require the use
%pm NB-104 for all replacement transactions. To effectively implement the use
Q rm NB-104, the Company shall amend the home office underwriting approval
rm to include a question asking whether Form NB-104 was properly completed
by agent for all replacements. The underwriting department will critically evaluate
the completion of the form to ensure that the replacement was in the customer’s
best interest as provided by law or regulation and further acknowledged by
customers with their signatures.

= The Company shall institute new written policies, guidelines and procedures for the
home office review and approval of all replacement transactions by the
underwriting department. The guidelines for reviewing replacement transactions
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shall address instances where the face value of the new policy is unchanged from
the existing policy. The Company’s policy shall require that in these instances,
justification for the replacement shall be required to be in the customer’s best
interest as provided by law or regulation and that the rationale for such justification
shall be adequately documented on Form NB-104.

= The Company shall institute new procedures to ensure that notice is provided to the
replacing carrier when the application is received in the home office on a timely
basis in all instances. 4

= The Company’s compliance department shall institute new procedure ‘P\?mitor
all of its agents' replacement activity monthly. Those agents who réplace three or
more policies per month shall be closely monitored and investigated to’ensure that
the level of replacement activity is appropriate and that the replacements are in the
customers’ best interests. The Company shall retain d ation supporting
these monthly reviews for subsequent monitoring. T%%u)pliance department

shall report to the Company’s Market Conduct e and the Board of
Directors quarterly on the results of this monitorin

e child noted earlier who was

= The Company shall provide refunds to the fa
i the time the child was age four.

insured under two Company policies termi

= Enhance the Board of Director’s monitoring of compliance with Company policies
and procedures including those stated. hierein with regard to replacement procedures
and oversight of agents wh quently replace. The Board should strongly
consider requiring that i audit function conduct review and testing of
compliance with replace‘a ntyprocedures and of oversight procedures for agents

who frequently replace with*timely reporting to the Board of such findings and any
recommendations. @,
Persistency Analysis %ﬁ

sure of Appropriate Needs Assessment Procedures

In order to furt %Iyze lapse and surrender activity, RNA obtained the Company’s data
for all mili s occurring during the examination period. For that period, the
persistenc red by the number of insurance policies issued during the period and
remaini@orce was as follows:

‘% Total Military Sales 1/1/02-4/30/05 Number of Percentage
Insurance Policies

Total Sales 5,015 100%
In-Force at 4/30/05 2,801 56%
Not Taken by Policyholder 510 10%
Lapsed or Surrendered 1,704 34%
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We also analyzed the data by excluding the three Texas agents, which accounted for 400 of
the lapsed or surrendered (terminated) insurance policies. As a result, we noted a small
improvement or increase in the in-force ratio of 6 percentage points. However, the
improvement in the in-force ratio is largely offset by the decrease of 4 percentage points in
insurance policies “not taken” during the “free look” period. Thus, the termination ratio is
comparable between the two data sets. We also observe the percentages reflect the
cumulative termination rate as of April 30, 2005 of all military business sold during the
examination period. As a result, the cumulative termination rate is positively influenced by
inclusion of recent sales which have not fully developed reliable persistency data., We
further analyzed the insurance policies sold by the issue year and the in-force rate o se
policies as follows: 9&)

In-Force Ratio by All Military Military Sales Exclu E

Sales Year Sales the Three Texas Agen

2002 55% 55% %

2003 43% 5 Q)

2004 61%

Thru 4/30/2005 90% 0

Boston Mutual's company-wide persistency goal . measured after 25 months.
Management stated the goal for the military market\is lower at 70% after 25 months.
Excluding the three Texas agents, the in-force r usiness written is 55% and 50% in

2002 and 2003, respectively. Thus, the Company’s actual persistency is far below their

70% goal. In addition, the persistency of t ompany’s business is 15-33% lower than
the average of other Companies’ who ersistency based on LIMRA industry studies.
It is likely 2004 sales will also fal of the Company’s 70% goal once the 25 month
measurement period is reached. nalyzing Boston Mutual’s military sales lapses, the

number and percentage of& ttermlnated by aging period follows:

Cumulative Cumulative
Number of Percentage of
|od of Terminations  Terminations
é%ermlnatlon by period by Period

<31 days 17 1%
\ <61 days 347 20%
<91 days 574 37%
<121 days 766 45%
Q <151 days 884 52%
Q <181 days 961 56%
<271 days 1198 70%
<361 days 1361 80%
>361 days 343 20%
Total Terminations 1,704 100%

This analysis indicates the percentage of terminations within the first year are significant
with 56% of terminated polices occurring within the first 6 months, 70% of terminated
policies occurring within 9 months, and 80% of terminated policies occurring within the
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first year. Thus, for those policies that lapse or are surrendered, it is likely that the
termination will occur in the first year. We believe a high termination rate within the first
year after an insurance policy is sold is an indicator that customers were likely dissatisfied
with their purchases or did not understand their policies.

We noted inappropriate sales materials were disseminated to agents as described on page
13 of this report. In addition, as noted in our detail testing of the 50 terminated insurance
polices, we further believe that appropriate needs assessment was not conducted at the
point of sale by the agent or Boston Mutual since significant numbers of policyhalders
terminated their policies within the first year either because they could not afford the id

persistency of its military sales or ascertain the root causes for the poor pe
we conclude that a significant portion of the Company’s sales to military“personnel were
inappropriate and may be unfair trade practices in violation of M .1 176D, § 3(1)(a),
(f), and (2); and M.G.L. c. 175, § 181. Such actions may be-vi ns of unfair trade
practices in other jurisdictions. %

Required Actions:

= The Company shall develop an analysis t@ L!Tvaluating the persistency of new
a

business for all products and distributioo%S els for indications of problem sales
and poor agent conduct. The analysis.toolrshall enable the Company to prepare a
report of the Company’s prod rsistency along with a comparison to
comparable LIMRA persistency % es or other comparable commonly available
port shall be provided quarterly to the compliance

industry persistency data. S
and legal departments for rewiew and subsequent action to address persistency
ro

problems. Additiona ompany’s Market Conduct Committee shall review
the persistency rep posed actions and provide the findings and actions to
the Board of Di% arterly.
I

= The Com make full refunds to all former military policyholders whose
policies %in-force beginning January 1, 2002 through April 30, 2005 who
subs lapsed or surrendered their policies within one year after policy
issuance, *Policyholders who were sold policies by the three Texas agents and have
ady received full refunds shall be included in this relief. The Company shall
ide the Division with evidence, upon request, that the efforts to locate former
licyholders are rigorous and exhaustive. Such efforts shall include the use of or
consultation with third parties or their databases, and consultation with the
Department of Defense, to locate these former policyholders as approved by the
Division.
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PRODUCER LICENSING AND SUPERVISION

Objectives:

e Review the Company’s policies and procedures with respect to agent recruitment,
contracting and appointment and evaluate for adequacy.

e Review procedures for training of agents and evaluate for adequacy.

e Review commission chargebacks and current debit balances for milita,m%les

agents.
e Review policies and procedures for supervisory oversight of agents a%wmine

whether such policies and procedures are adequate.
e Review terminated agents, the reason for such terminations ano@r S to report
agents terminated for cause to various regulatory authorities.

Procedures Performed and Observations: QD
General Policies and Procedures %3

RNA reviewed the policies and procedures s ng agent recruitment, contracting,
appointment, training, compensation, superwision and termination. RNA and
representatives from the Division and th | interviewed the sales director who was
instrumental in recruiting agents for ilitary channel and who, along with the
Company’s general agencies depart d responsibility for agent supervision. The
sales director provided informat@ut agent recruitment, training and supervision
to the three Texas agents. In addition to our discussions

ed representatives of the general agencies department
ing to agent recruitment, supervision, commissions and

efforts, particularly as they relat
with the sales director, we interv
and reviewed documentati
terminations.

Agents are recrui arily by referral from existing agents. Many producers who learn
that Boston Mu rves the military market may also contact the Company directly and
seek to be apxe by the Company. For several years, Company policy has required that

conducted prior to appointing an agent. Recently, the Company also

credit checks

bega ire that criminal background checks also be conducted prior to appointment.
@) censed producer is appointed by signing a written contract, the Company’s
s&v

on is the responsibility of the sales director and the general agencies department.
The commission structure pays agents as much as 115% of first year premium with renewal
commissions ranging between 8% — 15% of annual premiums. General agents, who also
may oversee agents, are paid 55-90% of first year premium and approximately 10% on
renewal premiums. Commissions are advanced up to 70% of annual premium per sale.

Agent terminations are either “for cause” or “in accordance” with the contract. Agent
commissions are charged back to the agent, the general agent and at times to the sales
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director when agents are terminated or when active agents’ business sold does not meet
persistency goals.

The Three Texas Agents

With regard to the three Texas agents, the first agent, Steven Williams was recruited by the
sales director and appointed by the Company in March 2003. Customer service phone logs
throughout 2003 reveal extensive concerns and oral complaints by customers. According
to customer service management, when oral complaints were received in customer service
throughout 2003, the sales director and the general agencies department were notified of
concerns. Several conference calls were held with the sales director and N {%’)Iiams
about his sales and service practices in 2003 and 2004. Written customeér=satisfaction
surveys received by the Company also indicated numerous instances of dis action with
Mr. Williams, and he was asked by the Company to respond these customers’
comments, but Mr. Williams rarely, if ever, responded. The gen ncies department
often did not follow up to obtain responses from Mr. Williarp %pite the inordinate
number of oral complaints and written customer satisfaction-survey complaints about Mr.
William’s conduct, the Company failed to take appropriat % against the agent in 2003
and early 2004.

In addition, four written complaints were receive«!@)kT Company from August 2003 to

February 2004, and an additional written compl% received in August 2004 regarding
Mr. Williams’ sales practices. After investigation of the complaints, the Company
determined that Mr. Williams engage air sales practices and failed to deliver
policies to customers in all five cases. ompany refunded the customers’ money in
each case. In mid 2004, the sales«ir transferred supervisory responsibility for Mr.
Williams to the general agencie dg&ment. Mr. Williams was warned in a letter from the
general agencies departmentyi id 2004, 15 months after his appointment that his
performance (both sales v d sales practices) must improve. When it did not, he
was terminated “for ca nuary 2005. The TDI agent licensing system shows only
that the appointme ‘cancelled.” The NAIC I-SITE system shows that the
appointment was"% ed not for cause.” In addition, during 2004 the TDI was in the

process of conducting general inquiries of military personnel regarding life insurance sales
. As a result of the TDI’s inquiries, the TDI contacted the Company
regarding Mr.\William’s sales practices. Subsequently, 10 written complaints have been
receive@e Company in 2005 regarding Mr. William’s sales practices.

ted by the Company in June 2003. Once appointed, she worked under the sales
director’s supervision. Customer service phone logs from late 2003 and early 2004
indicate oral complaints about customers not receiving delivery of policies, the agent not
returning customer’s calls, and sales practice violations. According to customer service
management, when oral complaints were received in customer service, the sales director
and the general agencies department were notified of concerns. There is minimal evidence
that that the sales director or the general agencies department addressed these concerns.
Written customer satisfaction surveys also indicated dissatisfaction with Jennifer Graham,

T%ﬂ nd Texas agent, Jennifer Graham, was recruited by the sales director and
appoi
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and we were told that she was asked to respond to these customers’ comments. There is
little evidence that she responded and that the general agencies department followed up to
obtain a response if none was received.

In addition, two written complaints were received by the Company in March 2004 and
October 2004 regarding her sales practices. After investigation of the written complaints,
the Company determined that, in one case, Jennifer Graham engaged in unfair sales
practices and in the other, failed to deliver a policy to a customer. The Company refunded
the customers’ money in both cases. In addition, during 2004 the TDI was in the process
of conducting general inquiries of military personnel regarding life insurance sales inythe
Ft. Hood area. As a result of the TDI’s inquiries, the TDI contacted t pany
regarding Jennifer Graham’s sales practices. Subsequently, four additional “written
complaints were received by the Company in January to May 2005. our written

complaints were found to be valid complaints, and refunds to customers were‘made. There
is little evidence that any supervisory action was taken against Graham by the
Company until she was terminated in May 2005. The Company-s rnal documentation
shows that the agent was terminated for “lack of production,*although we understand that

she was terminated “for cause.”

The third Texas agent, Cynthia Graham (sister of %raham) was recruited by the
sales director and appointed by the Company in‘Fe ry 2004. Once appointed, she
worked under the sales director’s supervision. tomer service phone logs in 2004 reveal
complaints about customers not receivin livery of policies, the agent not returning
customer’s calls, and sales practice ns.  According to customer service
management, when oral complaints e@c ived in customer service, the sales director
and the general agencies departme otified of concerns. There is no evidence that
that the sales director or the general ‘agencies department addressed these concerns.
Written customer satisfactiongsu also indicated dissatisfaction with Cynthia Graham,
and we were told that she ed to respond to these customers’ comments. There is
little evidence that she onded and that the general agencies department followed up to
obtain a response if %{received.

During 2004 t %I was in the process of conducting general inquiries of military

personnel r ife insurance sales in the Ft. Hood area. As a result of the TDI’s
inquiries, the contacted the Company regarding Cynthia Graham’s sales practices.
Subseq wo written complaints were received in January 2005, and one written
comg as received in February 2005 regarding Cynthia Graham which alleged

improper’ sales practices and the agent failing to cancel coverage as requested by the
polieyholder. Full refunds were given in each of the three cases. An additional written
complaint was received in March 2005 alleging sales practice violations and the Company
has denied a refund to this customer. (See Complaint Handling Required Actions.) There
is little evidence that any supervisory action was taken against Cynthia Graham by the
Company until she was terminated in April 2005 “for cause.”
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Agents’ Credit Histories, Commissions and Training

RNA reviewed of credit histories obtained during appointment due diligence. Our review
indicated that for the top 30 military channel agents appointed by the Company based on
number of sales, 15 (50%) had poor credit records including five (17%) who had
judgments against them. Credit reports for nine (30%) of the 30 agents could not be
located. Only 6 (20%) had good or strong credit records. Criminal background checks
have recently been conducted prior to appointment for producer applicants. No evidence of
any applicant having a criminal background was noted for agents subsequently appo

Our review of commission chargebacks noted no large debit balances other t &}n
problem agents. ‘%

Training of agents was primarily informal with the sales director shad ew agent on

a few sales calls and then mentoring the agent thorough routine Formal training
was not provided by the Company regarding the Company; %es and procedures
included in its agents sales manual. We also noted the sale m I was prepared several
years ago and included non- -current and inappropriate

ally held in resort locations and
” production.

technical training. Such annual meetings weré
primarily served as an incentive or reward for t

Our review of producer licensing and su@ﬁ%ﬂ concludes the following:

» As noted in our s s ing (see Marketing, Sales and Underwriting

Practices), for t e 100 sales tested, the agents were not properly
appointed in the j ctron where the sale occurred.

» While the pollcy is to conduct criminal background and credit
checks ctive producers prior to appointment, the Company failed
to us |n appointing many of its agents based on information noted

ompany’s training efforts for agents are inadequate and fail to
y communicate the Company’s policies and procedures for
mission of new business and proper customer care as well as firm
%, guidelines for enforcement of such policies and procedures.
The Company failed to adequately supervise the three Texas agents and
allowed the three Texas agents to continue selling Boston Mutual products
for a period up to 15 months when customer service phone calls, complaint
activity and customer satisfaction surveys indicated serious sales practice
violations. Further, Company management responsible for oversight of the
agents in the general agencies department, were aware of serious sales
practice issues and repeatedly failed to take timely and appropriate
enforcement actions against these agents.

% dit checks conducted for those producers prior to appointment.
I
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» The Company’s efforts to track and report agent terminations and sales
practice violations to the compliance and legal departments and to
regulatory authorities are substandard.

These actions with regard to producer licensing and supervision, when taken as a whole,
may be unfair trade practices in violation of M.G.L. c. 176D, § 3(1)(a), (f), (2) and M.G.L.
c. 175, 8 181. Such actions may be violations of unfair trade practices in other
jurisdictions.

Required Actions: \)
t;\.e

Until such time as internal processes and controls can be revised revisions
approved to the satisfaction of the Board of Directors, respon% r supervision

and oversight of agents by the general agencies dep;%}7 as it relates to

compliance issues shall be transferred to the compliance r other appropriate

department which shall report on the progress ofwthe jreorganization to the

Company’s Market Conduct Committee and quart @ e Board of Directors.
complaints, customer service

ceived by the customer service
department and any other known information; such as high replacement activity,
tractors or general agents relating to
manner. When potential problems are
investigation shall be conducted and
documented. All correspo elating to the matter shall be documented. A
watch list of potential r& agents shall be created and maintained by the
compliance department. \ Finally, the Company’s decisions with regard to the
potential problem documented, and the results of the investigations
reported to th any’s Market Conduct Committee. The compliance
department sha continually report to the Board of Directors on the quarterly
vity wi to agents on the watch list.

acti

Cre (%‘l and criminal background checks shall be obtained for all producers

prior pointment. Any producer with unusual activity or entries on either the

%}report or the criminal background check shall be presented to the Company’s
et Conduct Committee for approval before any such producer is appointed.

The Company shall accumulate and eval

potential problem agents in a
identified, a thorough and

D

The Company shall develop a short and long-term plan, approved by the legal and
compliance departments, with regard to agent training. All agent training shall be
planned and directed by the Company and should be tailored to various experience
levels of the agents and to the products that they sell. All agents shall receive and
successfully complete the first level of training prior to the Company accepting any
sales from that agent.
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The Company shall revise its procedures for tracking agent terminations and report
any agent terminated “for cause” or for “in accordance” to the appropriate insurance
departments immediately along with the cause for such termination. Further, the
Company shall provide corrected information to the TDI and to the NAIC through
its I-SITE system regarding all terminated agents including Mr. Williams. All such
terminations shall be reported to the Company’s Market Conduct Committee and
quarterly to the Board of Directors.

The Company shall institute new procedures in the underwriting department to
ensure that no United States business is accepted from non-appointed produce
olicies

and procedures including those stated herein with regard to age
Board should strongly consider requiring that internal audit fupctio
and testing of compliance with agent oversight procedures %‘h
the Board of such findings and any recommendations. %Q)

ight. The
conduct review
ely reporting to

Enhance the Board of Director’s monitoring of compliance with Co
* o
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POLICYHOLDER SERVICE

Objectives:

e Review customer service phone logs and all available summaries for indications of
policyholder concerns communicated orally and evaluate the Company’s response
to such concerns.

e Review the Company’s policies and procedures to address written coc%:nt
responses to the Company’s customer satisfaction survey and evaluate
adequacy. \&&)

e Review policies and procedures for lapses and surrenders and e such for
adequacy giving special consideration to how the Company r%s and treats
policyholders who may be overseas at that time.

Procedures Performed and Observations: §)

Customer Service Phone Calls Q

The Company maintains an 800 number call cent ond to customer inquiries and
process routine insurance policy changes and tr tions. RNA interviewed management
and line personnel with responsibility for h nﬁg customer service inquiries in the call
center and reviewed phone logs of custo ervice activity. Our review of customer
service department phone logs and corr nce indicated that the Company’s customer
service department appeared to re address policyholder concerns in a timely
manner. We also noted that cus.thQ‘s1 f the three Texas agents made vastly more calls
than customers of other agents e customer service manager stated that the three
Texas agents were “legend in the customer service department which is another
indication of the unusual of calls the Company received. We reviewed copies of
electronic mail corres where recurring problems or trends with particular agents
were |dent|f|ed by tomer service department and communicated to the general
timely manner for follow-up. Extensive information regarding
Mr. Williams w. vided to the general agencies department up to 15 months before the
inated. However, we did not find any evidence that such problems were
the compliance or legal departments or to other senior management.

is a written communication that expresses a grievance against the company, its’

, its” employees, its’ products, or its” practices. Complaints may come to us from a
policyholder, a state insurance department, an attorney, or a federal or state agency or
consumer organization. While regulations use the description written communication,
Boston Mutual will also include complaints communicated to us via e-mail, our website or
phone calls because we want to make it easy for consumers to communicate with us.”
M.G.L. c. 176D, 8 3(10) requires the Company to have procedures to address written
complaints. Additionally, Company personnel have been instructed to contact the Vice-

commugte

Bo t@f\ tual’s definition of a complaint was revised in early 2005 to state that “a
@I t

age

29



President and Chief Compliance Officer with significant oral complaints for follow-up and
inclusion in the Company’s complaint database.

Since adoption of the new policy, we have seen no evidence that oral complaints have been
deemed to be complaints for inclusion in the Company’s complaint database.

Customer Satisfaction Surveys

The Company routinely mails customer satisfaction surveys to policyholders follo the
issuance of a new insurance policy. The customer satisfaction surveys incl ral
questions regarding the sales process such as inquiries regarding an agent’s %yance
the source of funds for the new insurance policy, or the customer’s unde of the
non-guaranteed values and benefits of the insurance policy purchased. F@w customer
satisfaction surveys are received in the Company’s home office. Sueh eys are then
reviewed by Company management and distributed to varlous [ments within the

Company for follow-up based upon the nature of the customer?s.re ponse. The customer

department because the nature of the
ailure to deliver an insurance policy.
ing the customer satisfaction survey

the Company are forwarded to the general agencie
comments relate to an agent’s performance, su%d

Our review of processes and procedures surro
results concludes the following:

» Sixteen (16) of the n customer satisfaction survey responses with

significant complaints have not been fully addressed or were not addressed

timely.
» Six (6) of 1 customer satisfaction survey responses were incorrectly
summari spreadsheet which is designed to allow for an overall

revie urvey results provided by customers.

our review, the Company failed to address timely or sufficiently

d to numerous customer comments which should have been deemed

complaints according to the Company’s definition of a complaint.

ce customer satisfaction survey comments have not historically been

‘% treated as written complaints by the Company, such written complaints have
been improperly excluded from the Company’s complaint database and
tracking system and may be a violation of M.G.L. c. 176D, 8§ 3(10). Such
logging and tracking of all complaints is a key Company control to ensure
complaints are reviewed timely and handled appropriately.

Required Actions:

=  The Company shall institute procedures to ensure that all oral complaints and
customer satisfaction survey responses with significant concerns, complaints or
grievances are reviewed, monitored and included as complaints as defined by the
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Company. Such complaints shall be responded to in writing by the Company. If
the agent is referenced in the complaint, a copy of the complaint shall be sent to the
agent in a timely manner. In these cases, the agent must timely provide a response
to the Company which shall be documented. All complaints shall be included on
the Company’s complaint log and monitored by the compliance department.

Lapses and Service of Overseas Policyholders

The Company lapses an insurance policy for non-payment of premium after, giving
required notices to the policyholder. Policyholder requests to surrender an insurance policy
must be made in writing and are processed timely by the Company. Th
insurance polices contain a “free look” provision whereby a newly delivéere
policy may be returned for a full refund or “not taken” within its first 30 da

As noted previously, RNA selected a sample of 50 lapsed or surre Q@nsurance policies
including insurance policies issued overseas. The overseas p '%ﬁers appeared to be
treated similar to policyholders in the United States. The attempts to obtain an
additional address, such as that of a relative in the United n case the policyholder or
his or her family is deployed overseas. Also the Com s policy administration system
showed that lapse notices were sent in a timely man oted previously in this report,
the results of our testing of the lapsed or surren insurance policies demonstrated the
Company failed to perform sufficient needs assQ on numerous life insurance policies

it sold in the military market. %
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ACKNOWLEDGMENT

This is to certify that the undersigned is duly qualified and that, in conjunction with
Rudmose & Noller Advisors, LLC, the Texas Department of Insurance and the Georgia
Department of Insurance, applied certain agreed-upon procedures to the corporate records
of Boston Mutual in order for the Division of Insurance of the Commonwealth of
Massachusetts to perform a limited scope multi-state market conduct examination (“limited
scope examination”) of the Company.

The undersigned’s participation in this limited scope examination as the EXx nﬁé@ln-
Charge encompassed responsibility for the coordination and direction of the ination
performed, which was in accordance with, and substantially complied with tandards
established by the National Association of Insurance Commissioners (NA@ the NAIC
Market Conduct Examiners’ Handbook. This participation consisted of invelvement in the
planning (development, supervision and review of agreed-upon pr %), administration

and preparation of the limited scope examination report. c
% oston Mutual extended

by acknowledged.

The cooperation and assistance of the officers and employe

0

Matthew C. Regan Il1
Director of Market Conduct &
Examiner-In-Charge

Commonwealth of Massachusetts (&\Q

Division of Insurance

Boston, Massachusetts &

Q
S
@%\
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