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February 26, 2007 
 
 
Honorable Nonnie S. Burnes 
Commissioner of Insurance 
Commonwealth of Massachusetts 
Division of Insurance 
One South Station 
Boston, Massachusetts 02110-2208 
 
Dear Commissioner Burnes: 
 

Pursuant to your instructions and in accordance with Massachusetts General Laws, 
Chapter 175, Section 4, a comprehensive examination has been made of the market 
conduct affairs of  

 

Liberty Life Assurance Company of Boston 
 
 

 
at its home office located at:  
 
 

175 Berkeley Street, Boston, MA  02117. 
 
 
 
The following report thereon is respectfully submitted.  

http://www.mass.gov/doi
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SCOPE OF EXAMINATION 
 

The Massachusetts Division of Insurance (“Division”) conducted a comprehensive market 
conduct examination of Liberty Life Assurance Company of Boston (“Liberty Life” or “Company”) 
for the period January 1, 2004 through December 31, 2004.  The examination was called pursuant 
to authority in Massachusetts General Laws Chapter 175, Section 4.  The current 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.  Representatives from the firm of Eide Bailly, 
LLP (“Eide”) were engaged to complete certain agreed-upon procedures. 
 
EXAMINATION APPROACH 
 
 A tailored audit approach was developed to perform the examination of Liberty using the 
guidance and standards of the National Association of Insurance Commissioners Market Conduct 
Examiners Handbook (“Handbook”), the market conduct examination standards of the Division, 
and the Commonwealth of Massachusetts insurance laws, regulations and bulletins.  All procedures 
were performed under the management and control of the market conduct examination staff of the 
Division.  The following describes the procedures performed and the findings for the workplan 
steps thereon. 
 
The basic business areas that were reviewed under this examination were: 
 

I. Company Operations/Management 
II. Complaint Handling 
III. Marketing and Sales  
IV. Producer Licensing  
V. Policyholder Service  
VI. Underwriting and Rating  
VII. Claims 

 
In addition to the processes’ and procedures’ guidance in the Handbook, the examination 

included a review of the Company’s policies and procedures regarding compliance with 18 U.S.C. 
§§ 1033 and 1034, as well as an assessment of the Company’s internal control environment.  While 
the Handbook approach detects individual deficiencies through transaction testing, the internal 
control assessment provides an understanding of the key controls that Company management uses 
to run their business and to meet key business objectives, including complying with applicable 
laws, regulations and bulletins related to market conduct activities. 
 

The controls assessment process is comprised of three significant steps: (a) identifying 
controls; (b) determining if the control has been reasonably designed to accomplish its intended 
purpose in mitigating risk (i.e., a qualitative assessment of the controls); and (c) verifying that the 
control is functioning as intended (i.e., the actual testing of the controls).  For areas in which 
controls reliance was established, sample sizes for transaction testing were accordingly adjusted. 
The form of this report is “Report by Test,” as described in Chapter VI A. of the Handbook.   
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EXECUTIVE SUMMARY 
 
 The comprehensive examination was conducted concurrently with the Division’s statutory 
financial examination of Liberty. 

 This summary of the examination is intended to provide a high-level overview of the 
reported results of the examination.  The body of the report provides details of the scope of the 
examination, tests conducted, findings and conclusions, recommendations and subsequent 
Company actions.  Managerial or supervisory personnel from each functional area of the Company 
should review report results relating to their specific area. 

 The Division considers a substantive issue as one in which corrective action on part of the 
Company is deemed advisable, or one in which a “finding”, or violation of Massachusetts insurance 
laws, regulations or bulletins was found to have occurred.  It is also recommended that Company 
management evaluate any substantive issues or “findings” for applicability to potential occurrence 
in other jurisdictions.  When applicable, the Company should take corrective action for all 
jurisdictions, and provide a report of any such corrective action(s) taken to the Division.  Any 
corrective action requires agreement of both the Company and the Division prior to 
implementation. 

All Massachusetts insurance laws, regulations and bulletins cited in this report may be 
viewed on the Division’s website at www.mass.gov/doi. The following is a summary of all 
substantive issues found, along with related recommendations and, if applicable, Company 
corrective actions taken, as part of the comprehensive market conduct examination of Liberty. 

 

SECTION I – COMPANY OPERATIONS / MANAGEMENT 
 

STANDARD I-3 
 
Findings:  The Company has procedures in place to perform criminal background checks 
on new employees, but no such process is in place for existing employees. 
 
Observations:  Eide noted that the Company does not perform criminal background checks 
on existing employees.  
  
Recommendations:   Eide recommends that the Company conduct criminal background 
checks for all current and prospective employees of the Company. 
 
 

SECTION II – COMPLAINT HANDLING 
 
STANDARD II-4 
 
Findings:  The Company did not respond to one complaint filed during the examination 
period within 14 days of receipt as required by the Division.  The Company did respond to 
the complaint within 14 days of its receipt by the Presidential Service Team (“Service 
Team”), after the complaint was initially received and forwarded by the Company’s central 
mail processing facility. 
 

http://www.mass.gov/doi
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Observations:  For the single complaint tested, Eide noted that the Company responded to 
the issues raised through the formalized complaint process in a complete manner. 
 There was adequate documentation to support complaint handling, and complaint files 
were adequately documented for review purposes. 
 
Recommendations:  The Division recommended that the Service Team, which receives and 
distributes the complaints, establish a method of preferred contact with the Division.  This 
should eliminate the response lag time sometimes caused by the central mailroom’s initial 
receipt and forwarding of the complaints.  The Company complied with this request and 
the Division has the contact information. 
 

 
SECTION VII – CLAIMS 
 

STANDARD VII-5 
 
Findings:   Eide found that documentation of the search for back taxes and back child 
support owed by claimants was not timely in ten of 58 files tested.  The search page in 
these ten files was printed and put in the file months after the claimant was paid.  Eide 
concluded that it was likely that the searches were done at the time each check was written, 
considering that the searches for the other 48 tested files had been done on the same day 
the check was written.  Further, new searches printed and put in the file all came back with 
nothing owed by the claimant.  However, the Company did not print and retain the search 
page in the file at the time of the initial search.   
 
Observations: Based on the testing results, it appears the Company’s claim file 
documentation is not functioning in accordance with Company policies and procedures.  
Eide discussed this problem with the Company, which had previously identified the 
problem, and in March 2005 implemented a checklist to rectify it.  This checklist of all the 
items to be included in the file must be signed by a manager before the file can be closed.  
Eide performed a walkthrough for 10 policies to test the new procedures, and found 
evidence of their implementation. 

 
Recommendations:  The Company should regularly monitor the corrective actions it 
implemented in March 2005 to adequately document the search for back taxes and back 
child support owed by claimants.  
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COMPANY BACKGROUND 
 
The Company is a part of the Liberty Mutual Insurance Group (”Group”), a diversified global 
insurance organization principally engaged in the sale of domestic property/casualty, life/health and 
international property/casualty insurance, as well as loss control and other services.  Through its 
traditional direct agency force, independent agents in its Regional Agency Markets business unit 
and captive agents in its Personal Market business unit, the Group’s domestic insurance operations 
offer a full array of personal and commercial insurance coverage.   
 
The Company is a stock insurance company 90% owned by Liberty Mutual Insurance Company 
and 10% owned by Liberty Mutual Fire Insurance Company.  The Company’s operations are 
integrated with its parent’s operations via an administrative services agreement, with all employees 
maintained at Liberty Mutual Insurance Company.   
 
The Company primarily provides traditional life, structured settlements, and disability products to 
individuals and institutions through its exclusive direct agents, banks and brokers, making up 
approximately 3% of the Group’s consolidated revenues. 
 
The Company’s Individual Business Unit markets life and annuity products including traditional, 
term, universal, single premium, whole life and variable universal life to middle-income consumers.  
The Individual Business Unit also markets structured settlements and other individual annuity 
products.  The Group’s personal lines property/casualty agency force markets individual life 
insurance and annuity products as a supplement to the property/casualty coverage offered.  
Increases in the independent producer force and broader financial institution relationships will 
provide additional future marketing channels for the Company. 

 
The Company’s Group Business Unit markets long and short-term disability and life products 
primarily to employers with over 500 employees through a growing sales and service force 
countrywide.  This business builds on the parent company’s employer relationships and its 
expertise in occupational disability management.  The Company’s focus on group operations has 
enabled it to maintain its long term disability product line, which insures over 1.1 million covered 
lives.   

 
The Company’s national breakout by line of business for direct written premium during 2004 is 
shown below: 
 

2004 Business Production and Profitability ($000) 
 
 
 Premium Written 

 
  

Product Line Direct  Net + Deposits % of Total NPW 
    
Ordinary Life 231,884 212,258 41.2% 
Group Life 129,182 117,465 22.8% 
Individual Annuities 116,762 170,533 33.1% 
Group Annuities 11 15,788 3.1% 
Individual A & H 168 -483 -0.1% 
Group A & H 241,809 27 0.0% 
    

 

Totals 719,816 515,588 100.0% 
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The Company is rated A- (Excellent) by AM Best Company and ratings were stable over the 
examination period. 
 

The key objectives of this examination were determined by the Division utilizing the Han   
The remainder of this report outlines the testing and results by eac ajor risk area defined by the 
Handbook. 

 

dbook.
h m
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I.  COMPANY OPERATIONS/MANAGEMENT 
 
Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s 
internal control environment, policies and procedures, (b) the Company’s response to various 
information requests, and (c) a review of several types of files at the Company. 
  
 
Standard I-1.  The company has an up-to-date, valid internal or external audit program. 
 
 
Objective:  This Standard is concerned with whether the Compan has an audit program fu tion 
that provides meaningful information to management. 
 
Controls Assess

y nc

ment: The following key observations were noted in conjunction with the review of 
this Standard: 

INTERNAL AUDITS 

 The Co pany has a well-established internal audit department that performs reviews of a 
variety rational functions throughout the Company. 

 Audit reports are distributed to all relevant operational and management personnel.  The 
reports contain a summary of control enhancements which management has implemented 
or agreed to implement as a result of the audit. 

 The status of significant audits and findings are reported to the Board of Directors’ Audit 
Committee at the regularly scheduled meetings.    

FIELD OFFICE AUDITS 

 The internal audit department performs periodic audits as necessary on each of the 
Massachusetts field offices based upon prior audit results, complaint activity
enforcement activity.  Audit topics cover many of the Handbook areas including:     
ο Com laint handling and recordkeeping 
ο Use of approved sales materials 
ο Communication of mandated disclosures 
ο New business procedures 
ο Suitability  
ο Com liance with replacement guidelines 
ο Licensing requirements 
ο Sales illustration requirement
ο General supervision 
 

 A formal report is issued to both the home office departme

m
of ope

 and 

p

p

s 

nt and the field office at the end 
of each field office audit. 

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

 Testing Procedures

c
transaction testing procedures.  
 
Transaction :  Due to the nature of this Standard, no transaction testing was 
performed.  
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Transaction Testing Results
 

:  Not applicable. 
 
Recommendations:  None.     
 
 
Standard I-2.  The company has appropriate controls, safeguards and procedures for 
protecting the integrity of computer information. 
 
 
No work performed.  All required activity for this Standard is included in the scope of the ongoing 
statutory financial examination of the Company.  
 
 
Standard I-3.  The company has antifraud initiatives in place that are reasonably calculated 
to detect, prosecute, and prevent fraudulent insurance acts. 
 
18 U.S.C. § 1033; Division of Insurance Bulletins 1998-11 and 2001-14.      
 
 
Objective:  This Standard is concerned with whether the Company has an antifraud plan that is 
adequate, up-to-date, in compliance with applicable statutes and implemented appropriately.  
 
Pursuant to 18 U.S.C. § 1033 of the Violent Crime Control and Law Enforcement Act of 1994, it is 
a criminal offense for anyone “engaged in the business of insurance” to willfully permit a 
“prohibited person” to conduct insurance activity without written consent of the primary insurance 
regulator.  A “prohibited person” is an individual who has been convicted of any felony involving 
dishonesty or a breach of trust or certain other offenses, who willfully engages in the business of 
insurance as defined in the Act.  In accordance with Bulletins 1998-11 and 2001-14, any entity 
conducting insurance activity in Massachusetts has the responsibility of notifying the Division, in 
writing, of all employees and producers who are affected by this law.  Individuals “prohibited” 
under the law may apply to the Commissioner for written consent, and must not engage in the 
business of insurance unless and until such consent is granted.  
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 The Company has a written antifraud plan.  
 The Company has a Special Investigation Unit (“SIU”) dedicated to the prevention and 

handling of fraudulent activities. 
 The SIU holds periodic meetings with representatives from various departments at the 

Company including claims, compliance, internal audit, underwriting, sales and customer 
service. 

 Potentially fraudulent activity is tracked by the SIU and investigated with the assistance of 
other departments as necessary. Such activity is reported to the regulators when required by 
statute. 

 The Company’s SIU works with the Massachusetts Insurance Fraud Bureau to investigate 
and properly handle possible fraud.    

 The Company’s claims and underwriting personnel take part in ongoing continuing 
education focused on identification and proper treatment of suspected fraudulent activity. 



   

 11

ks for all new employees. 
 

 The Company performs criminal background chec

Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.   
 
Transaction Testing Procedures:  Eide interviewed individuals with responsibility for ensuring the 

 Company does not employ prohibited persons as defined in 18 U.S.C. § 1033, and reviewed
procedures followed by the Company to ensure compliance. 
 
Transaction Testing Results:  
 

Findings:  The Company has procedures in place to perform criminal background checks 

ations

on new employees, but no such process is in place for existing employees. 
 
Observ :  Eide noted the Company does not conduct criminal background checks on 
existing employees.     

Rec m
  

om endations:   Eide recommends that the Company conduct criminal background checks for 
nt and prospective employees.           all curre

 
 
Standard I-4.  The company has a valid disaster recovery plan. 
 
 
No work performed.  All required activity f ncluded in the scope of the ongoing 
statutory fina
 
 
Standa

or this Standard is i
ncial examination of the Company.  

rd I-5.  The company is adequately monitoring the activities of any entity that 
contrac ting on behalf of the company. tually assumes a business function or is ac

 
  
No wor p ze managing general agents or third party 
adminis o
 
 
Standa I

k
trat rs in Massachusetts. 

 erformed. The Company does not utili

rd -6.  Records are adequate, accessible, consistent and orderly and comply with state 
record retention requirements.  
 
 
Objective:  This Standard is concerned with the organization, legibility and structure of files, as 
well as 
The obj s included for review in each Standard where such policies or 
procedures for the retention of records exists or should exist.  

with determining if the Company is in compliance with state record retention requirements.  
ective of this Standard wa

 
Controls Assessment:  The Company’s home office record retention policies are described for each 
Standard, as applicable. In addition: 
  

 Company policy requires that its producers keep complete records and accounts of all 
insurance transactions. 
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 The Company’s standard producer contract requires that insurance records and accounts be 

 The Company’s standard producer contract also maintains the Company’s right to examine 
nd records of all insurance transactions for as long as the Company 

deems reasonable, including a reasonable time after the termination of a producer contract. 
 

kept current and identifiable. 

producers’ accounts a

Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

ansaction testing procedures.  tr
 
Transaction Testing Procedures:  Eide performed various procedures throughout this examination 
which related to review of documentation and record retention.  

ransaction Testing Results
 
T :  Such testing results are noted in the various examination areas, and 
include exceptions noted in the Executive Summary.  
 

ecommendationsR :  Such recommendations are noted in the various examination areas, and include 
exceptions noted in the Executive Summary. 
 
 
Standard I-7.  The company is licensed for the lines of business that are being written.  
 
M.G.L. c. 175, §§ 32, and 47. 
 
 
Objective:  This Standard is concerned with whether the Company is operating within the 
requirements of its Certificate of Authority.   
 
According to M.G.L. c. 175, § 32, a company must first obtain a certificate of authority from the 
commissioner before it may issue any contracts or policies.  A company may issue policies and 
contracts for lines of business allowed by M.G.L. c. 175, § 47.        
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 

is Standard: th
 

 The Company operates within the lines of business approved under its existing Certificate 
of Authority. 

Con l
  
tro s Reliance:  Controls tested via documentation inspection, procedure observation and/or 

rating inquiry appear to be sufficientlcorrobo y reliable to be considered in determining the extent of 
tran t
 
Transaction Testing 

sac ion testing procedures.   

Procedures:  Eide reviewed the Company’s Certificate of Authority, and 
comp re
 
Transac

a d it to the lines of business it writes in the Commonwealth. 

tion Testing Results:   
 
Findings:  None. 
 
Observations:  The Company operates within the lines of business approved under its 
existing Certificate of Authority.   
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Recommendations:  None. 
 
 
Standard I-8. The company is licensed for the lines of business that are being written.  
 
M.G.L. c. 175, §§ 32 and 47. 
 
 
Objective:  This Standard is concerned with whethe
requirements of its Certificate 

r the Company is operating within the 
of Authority.  

Accordi
commis ue policies and 
contracts for lines of busine
 
Control

 
ng to M.G.L. c. 175, § 32 a company must first obtain a certificate of authority from the 
sioner before any contracts or policies may be issued. A company may iss

ss allowed by M.G.L. c. 175, § 47. 

s Assessment:  The following key observations were noted in conjunction with the review of 

  of business approved under its existing Certificate 
of Authority.  

ontrols Reliance

this Stan
 

The Company operates within the lines

dard: 

 
C :  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of c

transaction testing procedures.  
 

ransaction Testing ProcedureT :  Eide reviewed the Company’s Certificate of Authority, and 
ompared it to the lines of business it writes in the Commonwealth. c

 
Transaction Testing Results:   

 
Finding(s):  None. 
 
Observation(s):  The Company operates within the lines of business approved under its 
existing Certificate of Authority. 

 
Recommendation(s):  None. 
 
 
Standard I-9.  The company cooperates on a timely basis with examiners performing the 
examinations.   
 
M.G.L. c. 175, § 4. 
 
 
Objective:  This Standard is concerned with the Company’s cooperation during the course of the 
examination.   
 
M.G .
 
Control

.L  c. 175, § 4 sets forth the Commissioner’s authority to conduct examinations of an insurer. 

s Assessment:  Due to the nature of this Standard, no controls assessment was performed. 
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Controls Reliance:  Not applicable. 
 
Transaction Testing Procedures:  The Company’s level of cooperation and responsiveness to 

er requests was assessed throughout the examination.  examin
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations: The Company’s level of cooperation and responsiveness to examiner 
requests was acceptable. 

 
Recommendations:  None. 
 
 
Standard I-10.  The company has procedures for the collection, use and disclosure of 
information gathered in connection with insurance transactions so as to minimize any 
improper intrusion into the privacy of applicants and policyholders.  
 
M.G.L. c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 
Objective:  This Standard is concerned with the Company’s policies and procedures to ensure it 

he Company must have policies and procedures to ensure it minimizes improper intrusion into 

 personal consumer information 

 nonpublic personal consumer information to nonaffiliated third parties, unless the 
stitution satisfies various disclosure and opt-out requirements, and the consumer has not elected 

to op o
 
Various aspects of privacy requirements are addressed in Standards I-11 through I-17.  

maintains privacy of consumer information.   
 
T
consumers’ privacy as required by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 
503, 504 and 505, and 16 CFR Part 313, set forth requirements for proper notice to consumers and 
restrictions on a financial institution’s ability to disclose non-public
to nonaffiliated third parties.  Further, a financial institution must provide its customers with a 
written notice of its privacy policies and practices.  In addition, a financial institution is prohibited 
from disclosing
in

t ut of such discussion. 

 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 Company policy is to disclose information only as required or permitted by law to industry 
regulators, law enforcement agencies, anti-fraud organizations, and third parties who assist 
the Company in processing business transactions for its policyholders. 

es that a consumer privacy notice be provided to policyholders when 
policy is delivered.  The Company provides annual disclosure notices to policyholders 

 

 Company policy requir
a 
using standard mail.  
The Company stated that it has developed and implemented information technology 
security practices to safeguard customer, personal and health information. 
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 The Company’s internal audit function has conducted reviews of privacy policies and 

 The Company has procedures in place to comply with M.G.L. c. 175I, §§ 1 - 22. 
procedures.  

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 

iently reliable to be considered in determining the extent of 
 

corroborating inquiry appear to be suffic
transaction testing procedures. 
 
Transaction Testing Procedures:  Eide interviewed Company personnel with responsibility for 
policyholder services, and reviewed its privacy notice.  The Division’s financial examination team 
onducted a review of the Company’s privac cy policies, which provided additional comfort to the 

market conduct examiners. 
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations: Based upon Eide’s review of the Company’s privacy notice, it appears that 
the Company’s privacy policy minimizes any improper intrusion into the privacy of 

rocedures.  No violations of M.G.L. c. 175I, §§ 1 - 22 were noted during 
testing.       

applicants and policyholders, and is disclosed to policyholders in accordance with their 
policies and p

 
Recommendations:  None. 
 

 
Standard I-11.  The company had developed and implemented written policies, standards and 
procedures for the management of insurance information. 
 
M.G.L. c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
Objective:
manage

he Co ocedures to ensure it minimizes improper intrusion into 
 M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 

R Part 313, set forth requirements for proper notice to consumers and 
strictions on a financial institution’s ability to disclose non-public personal consumer information 

onpublic personal consumer information to nonaffiliated third parties, unless the 
arious disclosure and opt-out requirements, and the consumer has not elected 
cussion. 

arious aspects of privacy requirements are addressed in Standards I-11 through I-17.  

ment

  This Standard is concerned with the Company’s policies and procedures to ensure it 
s insurance information properly. 
mpany must have policies and prT

consumers’ privacy as required by
503, 504 and 505, and 16 CF
re
to nonaffiliated third parties.  Further, a financial institution must provide its customers with a 
written notice of its privacy policies and practices.  In addition, a financial institution is prohibited 
from disclosing n
institution satisfies v
to opt out of such dis
 
V
 
Controls Assess :  The following key observations were noted in conjunction with the review of 

is Standard: th
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 The Company has procedures in place for each division regarding the management of 
insurance information.  

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

s.  

ransac edures

transaction testing procedure
 
T tion Testing Proc :  Eide interviewed Company personnel with responsibility for 
manage information.  The standard of insurance information management was 
tested w
 

ransac

ment of insurance 
ith each individual section on this exam.  

tion Testing ResultsT :   
 

Findings:  None. 
 
Observations:  Based upon Eide’s review of the Company’s information management 
policies and procedures, the Company appears to be operating within the Handbook 
standards.  

 
Recommendations:  None.  
 
 
Standard I-12.  The company has policies and procedures to protect the privacy of nonpublic 
personal information relating to its customers, former customers and consumers that are not 
customers. 
 
M.G.L. c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 
Objective:  This Standard is concerned with the Company’s policies and procedures to ensure it 
maintains privacy of consumer information, and to comply with the Gramm-Leach-Bliley Act. 
 
The Company must have policies and procedures to ensure it minimizes improper intrusion into 
consumers’ privacy as required by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 

03, 504 and 505, and 16 CFR5  Part 313, set forth requirements for proper notice to consumers and 
information 
ers with a 

fies various disclosure and opt-out requirements, and the consumer has not elected 
 opt out of such discussion. 

 
Various
 
Contr l

restrictions on a financial institution’s ability to disclose non-public personal consumer 
o nonaffiliated third parties.  Further, a financial institution must provide its customt

written notice of its privacy policies and practices.  In addition, a financial institution is prohibited 
from disclosing nonpublic personal consumer information to nonaffiliated third parties, unless the 
institution satis
to

 aspects of privacy requirements are addressed in Standards I-11 through I-17.  

o s Assessment:  The following key observations were noted in conjunction with the review of 
t dard: this S an

 
 The Company’s policy is to comply with the Gramm-Leach-Bliley Act regarding privacy 

requirements of nonpublic personal information.  
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 icy is to disclose information only as required or permitted by law to industry 
who assist 

the Company in processing business transactions to its policyholders. 

 The Company stated that it has developed and implemented information technology 

 The Company stated that it does not sell personal information to third parties.  
Company pol
regulators, law enforcement agencies, anti-fraud organizations, and third parties 

 Company policy requires that a consumer privacy notice be provided to policyholders when 
a policy is delivered.  The Company provides annual disclosure notices to policyholders 
using standard mail.  

security practices to safeguard nonpublic personal information.  
 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

ansaction testing procedures.  

ransac

tr
 
T tion Testing Procedures:  Eide interviewed Company personnel with responsibility for 
policyho reviewed its privacy notice.  The Division’s financial examination team 
conducted a pany’s privacy policies, which provided additional comfort to the 
market 
 
Transac

lder services, and 
review of the Com

conduct examiners. 

tion Testing Results:   

Findings
 

:  None. 
 
Observations:  Based upon Eide’s review of the Company’s privacy notice, it appears that 
the Company’s privacy policy minimizes any improper intrusion into the privacy of 
policyholders, former policyholders and consumers that are not policyholders, and is 
disclosed to policyholders in accordance with their policies and procedures. 

 
Recommendations:  None. 
 
 
Standard I-13.  The company provides privacy notices to its customers and, if applicable, to 
its consumers who are not customers regarding treatment of nonpublic personal financial 
information. 
 
M.G.L. c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 
Objective:  This Standard is concerned with the Company’s policies and procedures to ensure it 
maintains privacy of consumer information, and complies with the Gramm-Leach-Bliley Act. 
 
The Company must have policies and procedures to ensure it minimizes improper intrusion into 

§§ 502, 
sumers and 

f its privacy policies and practices.  In addition, a financial institution is prohibited 
om disclosing nonpublic personal consumer information to nonaffiliated third parties, unless the 

consumers’ privacy as required by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, 
503, 504 and 505, and 16 CFR Part 313, set forth requirements for proper notice to con
restrictions on a financial institution’s ability to disclose non-public personal consumer information 
to nonaffiliated third parties.  Further, a financial institution must provide its customers with a 
written notice o
fr
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inst i
to opt o

itut on satisfies various disclosure and opt-out requirements, and the consumer has not elected 
ut of such discussion. 

 
Various aspects of privacy requirements are addressed in Standards I-11 through I-17.  
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 

ation.  
 The Company stated that it does not sell personal information to third parties.  

isclose information only as required or permitted by law to industry 
ud organizations, and third parties who assist 

ocessing business transactions to its policyholders. 
 

 any stated that it has developed and implemented information technology 
 safeguard nonpublic personal information.  

ontrols Reliance

 
 The Company’s policy is to comply with the Gramm-Leach-Bliley Act regarding privacy 

requirements of nonpublic personal inform

 Company policy is to d
regulators, law enforcement agencies, anti-fra
the Company in pr
Company policy requires that a consumer privacy notice be provided to policyholders when 
a policy is delivered.  The Company also provides annual disclosure notices to 
policyholders using standard mail.  
The Comp
security practices to

 
C :  Controls tested via documentation inspection, procedure observation and/or 

ransaction Testing Procedures

corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
T :  The examiners interviewed Company personnel with 

pany’s privacy policies, which provided additional comfort to 
e market conduct examiners. 

responsibility for policyholder services, and reviewed its privacy notice.  The financial examination 
team conducted a review of the Com
th
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon Eide’s review of the Company’s privacy notice and discussion 
with Company personnel, it appears that the Company disclosed privacy information to 
policyholders in accordance with their policies and procedures. 

 
Recommendations:  None. 
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Sta rnda d I-14.  If the company discloses information subject to an opt out right, the company 
has l po icies and procedures in place so that nonpublic personal financial information will not 
be disclosed when a consumer who is not a customer has opted out, and the company provides 
opt out notices to its customers and other affected consumers. 
 
M.G ..L  c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 

bjectivO e:  This Standard is concerned with the Company’s policies and procedures to provide 

by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 
03, 504 and 505, and 16 CFR Part 313, set forth requirements for proper notice to consumers and 

ersonal consumer information to nonaffiliated third parties, unless the 
stitution satisfies various disclosure and opt-out requirements, and the consumer has not elected 

Various aspects of privacy requirements are addressed in Standards I-11 through I-17.  
 
Control

consumers with an opt-out option as required in the Gramm-Leach-Bliley Act. 
 
The Company must have policies and procedures to ensure it minimizes improper intrusion into 
consumers’ privacy as required 
5
restrictions on a financial institution’s ability to disclose non-public personal consumer information 
to nonaffiliated third parties.  Further, a financial institution must provide its customers with a 
written notice of its privacy policies and practices.  In addition, a financial institution is prohibited 
from disclosing nonpublic p
in
to opt out of such discussion. 
 

s Assessment:  The following key observations were noted in conjunction with the review of 
dard: 

The Company’s policy is to comply with the Gramm-Leach-Bliley Act reg

this Stan
 

 arding privacy 
public personal information.  

mation to third parties.  
 Company policy is to disclose information only as required or permitted by law to industry 

 policy requires that a consumer privacy notice be provided to policyholders when 
a policy is delivered.  The Company also provides annual disclosure notices to 

 The Company stated that it has developed and implemented information technology 
security practices to safeguard nonpublic personal information.  

requirements of non
 The Company stated that it does not sell personal infor

regulators, law enforcement agencies, anti-fraud organizations, and third parties who assist 
the Company in processing business transactions to its policyholders. 

 Company

policyholders using standard mail.  

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed Company personnel with responsibility for 
policyholder services, and reviewed its privacy notice.  The Division’s financial examination team 
conducted a review of the privacy policies of the Company, which provided additional comfort to 
the market conduct examiners. 
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Transaction Testing Results:   
 

Findings:  None. 

Observations
 

:  Based upon Eide’s review of the Company’s privacy notice and discussion 

s partners or other third parties only to help provide essential services to the 
consumer, and therefore is not required to provide an opt out option. 

Reco m

with Company personnel, it appears that the Company provides consumer information to 
busines

 
m endations:  None. 

 
 
Sta rnda d I-15.  The company’s collection, use and disclosure of nonpublic personal financial 
information are in compliance with applicable statutes, rules and regulations. 
 
M.G ..L  c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 
Objective:  This Standard is concerned with the Company’s policies and procedures to ensure it 

aintains privacy of consumer information, and complies with the Gramm-Leach-Bliley Act.  

art 313, set forth requirements for proper notice to consumers and 

losure and opt-out requirements, and the consumer has not elected 
 opt out of such discussion. 

arious aspects of privacy requirements are addressed in Standards I-11 through I-17.  
 
Controls Assessment

m
 
The Company must have policies and procedures to ensure it minimizes improper intrusion into 
consumers’ privacy as required by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 

03, 504 and 505, and 16 CFR P5
restrictions on a financial institution’s ability to disclose non-public personal consumer information 
to nonaffiliated third parties.  Further, a financial institution must provide its customers with a 
written notice of its privacy policies and practices.  In addition, a financial institution is prohibited 
from disclosing nonpublic personal consumer information to nonaffiliated third parties, unless the 
institution satisfies various disc
to
 
V

:  The following key observations were noted in conjunction with the review of 
this Sta
 

 liley Act regarding privacy 
public personal information.  

 The Company stated that it does not sell personal information to third parties.  
 Company policy is to disclose information only as required or permitted by law to industry 

regulators, law enforcement agencies, anti-fraud organizations, and third parties who assist 
the Company in processing business transactions to its policyholders. 

 Company policy requires that a consumer privacy notice be provided to policyholders when 
a policy is delivered.  The Company also provides annual disclosure notices to 
policyholders using standard mail.  

 The Company stated that it has developed and implemented information technology 
security practices to safeguard nonpublic personal information.  

ndard: 

The Company’s policy is to comply with the Gramm-Leach-B
requirements of non
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Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed Company personnel with responsibility for 

cted a review of the Company’s privacy policies, which provided additional information to 
e market conduct examiners. 

policyholder services, and reviewed its privacy notice.  The Division’s financial examination team 
condu
th
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon Eide’s review of the Company’s privacy notice and discussion 
with Company personnel, it appears that the Company has adequate policies and 
procedures to protect nonpublic personal financial information. 

 
Recommendations:  None. 
 
 
Standard I-16.  In states promulgating the health information provision of the NAIC model 
regulation, or providing equivalent protection through other substantially similar laws under 
the jurisdiction of the Department of Insurance, the company has policies and procedures in 
place so that nonpublic personal health information will not be disclosed except as permitted 
by law, unless a customer or a consumer who is not a customer has authorized the disclosure. 
 
M.G.L. c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 
Objective:  This Standard is concerned with the Company’s policies and procedures to ensure it 

ta ns privacy of consumer information, and complies with the Gramm-Leach-Bliley Act. 

mpany must have policies and procedures to ensure it minimizes im

main i
 
The Co
con
503, 50
restricti  to disclose non-public personal consumer information 
to n a
written ial institution is prohibited 

om disclosing nonpublic personal consumer information to nonaffiliated third parties, unless the 

arious aspects of privacy requirements are addressed in Standards I-11 through I-17.  

proper intrusion into 
sumers’ privacy as required by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 

4 and 505, and 16 CFR Part 313, set forth requirements for proper notice to consumers and 
ons on a financial institution’s ability

on ffiliated third parties.  Further, a financial institution must provide its customers with a 
notice of its privacy policies and practices.  In addition, a financ

fr
institution satisfies various disclosure and opt-out requirements, and the consumer has not elected 
to opt out of such discussion. 
 
V
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 The Company stated that it does not sell any personal consumer information to third 
parties.  
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isclose personal information only as required or permitted by law to 
industry regulators, law enforcement agencies, anti-fraud organizations, and third parties 

pany in processing business transactions for its policyholders. 
 

 

 Company policy is to d

who assist the Com
Company policy requires that a consumer privacy notice be provided to policyholders when 
a policy is delivered.  Annual disclosure notices also are provided to policyholders using 
standard mail. 
The Company stated that it has developed and implemented information technology 
security practices to safeguard nonpublic personal information.  

 
ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

ransaction Testing Procedures

c
transaction testing procedures.  
 
T :  The examiners interviewed Company personnel with 

pany’s privacy policies, which provided additional comfort to 
e market conduct examiners. 

responsibility for policyholder services, and reviewed its privacy notice.  The financial examination 
team conducted a review of the Com
th
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon Eide’s review of the Company’s privacy notice and discussion 
with Company personnel, it appears that the Company has adequate policies and 
procedures to protect nonpublic personal health information. 

 
Recommendations:  None. 
 
 
Standard I-17.  Each licensee shall implement a comprehensive written information security 
program for the protection of nonpublic policyholder information. 
 
M.G.L. c. 175I, §§ 1-22; Gramm-Leach-Bliley Act, §§ 502, 503, 504 and 505 and 16 CFR Part 
313. 
 
 
Objective:  This Standard is concerned with the Company’s policies and procedures to ensure it 

a ns privacy of consumer information, and complies with the Gramm-Leach-Bliley Act.  maint i
 
The o trusion into 
con
503, 50
restricti onsumer information 
to n a
written 
from di er information to nonaffiliated third parties, unless the 
insti i
to opt o

arious aspects of privacy requirements are addressed in Standards I-11 through I-17.  
 

 C mpany must have policies and procedures to ensure it minimizes improper in
sumers’ privacy as required by M.G.L. c. 175I, §§ 1-22.  The Gramm-Leach-Bliley Act, §§ 502, 

4 and 505, and 16 CFR Part 313, set forth requirements for proper notice to consumers and 
ons on a financial institution’s ability to disclose non-public personal c

on ffiliated third parties.  Further, a financial institution must provide its customers with a 
notice of its privacy policies and practices.  In addition, a financial institution is prohibited 
sclosing nonpublic personal consum

tut on satisfies various disclosure and opt-out requirements, and the consumer has not elected 
ut of such discussion. 

 
V
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Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 The Company’s policy is to comply with the Gramm-Leach-Bliley Act regarding privacy 

t it does not sell personal information to third parties.  
isclose personal information only as required or permitted by law to 
 enforcement agencies, anti-fraud organizations, and third parties 

who assist the Company in processing business transactions to its policyholders. 
 quires that a consumer privacy notice be provided to policyholders when 

 

ontrols Reliance

requirements of nonpublic personal information.  
 Company has written policies and procedures in place for security of nonpublic 

policyholder and consumer information. 
 The Company stated tha
 Company policy is to d

industry regulators, law

Company policy re
a policy is delivered.  Annual disclosure notices also are provided to policyholders using 
standard mail. 
The Company stated that it has developed and implemented information technology 
security practices to safeguard nonpublic personal information.  

 
C :  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of c

transaction testing procedures.  
 
Transaction Testing Procedures:  The examiners interviewed Company personnel with 
responsibility for policyholder services, and reviewed its privacy notice.  The Division’s financial 
examination team conducted a review of the Company’s privacy policies, which provided 
additional comfort to the market conduct examiners. 

action Testing Results
 
Trans :   

Findings
 

:  None. 
 
Observations:  Based upon Eide’s review of the Company’s written documentation of its 
privacy notice, it appears that the Company has adequate policies and procedures for the 
protection of nonpublic policyholder and consumer information. 

 
Recommendations:  None. 
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II. 
 
Evaluat mpany’s 
inte l
informa

 
Stan ar

COMPLAINT HANDLING  

ion of the Standards in this business area is based on (a) an assessment of the Co
rna  control environment, policies and procedures, (b) the Company’s response to various 

tion requests, and (c) a review of several types of files at the Company.  

d d II-1. All complaints are recorded in the required format on the company complaint 
register.  
M.G.L. c. 176D, § 3(10). 

 
Objective:  This Standard addresses whether the Company formally tracks complaints or grievances 

cation of each complaint by line of insurance, the nature of each 
ch complaint and the time it took to process each complaint. 

ontrol

as required by statute.   
 
Pursuant to M.G.L. c. 176D, § 3(10), an insurer is required to maintain a complete record of all 
complaints it received since the date of its last examination.  The record must indicate the total 

umber of complaints, the classifin
complaint, the disposition of ea
  

C s Assessment:   Th
ndard: 

e following key observations were noted in conjunction with the review 
of this S
 

 
  the complaint log. 

inition of complaint is similar to the statutory definition.  
 The Company has a variety of mediums through which a consumer can file a complaint.  

ta

Written Company policies and procedures govern the complaint handling process.  
The Company records all complaints in a consistent format in

 The Company’s def

 The Company’s Presidential Service Team (“Service Team”) receives all complaints, and 
directs them to the appropriate department for handling.  

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

ansaction testing procedures.  tr
 
Transaction Testing Procedures:  Eide obtained complete complaint listings from the Company and 
the Division for the examination period, and found that both lists logged one complaint about 
Liberty made to the Division.   Eide reviewed the complaint received by the Division and recorded 
on the Company log, to ensure that it was handled in accordance with M.G.L. c. 176 § 3(10).   
 
Based on these findings, coupled with a planning risk assessment, Eide performed detail testing on 
claims handling and underwriting as outlined later in this report.       
 
Transaction Testing Results:    
 

Findings:  None. 
 
Observations:  Eide noted from the single Division complaint from the examination period 

a complete 
listing of complaints, in accordance with M.G.L. c. 176D, § 3(10) 
that the Company appears to maintain complaint handling procedures, and 
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Recommendations:  None. 
 
 
Sta rnda d II-2.  The company has adequate complaint handling procedures in place and 
communicates such procedures to policyholders.   
 
M.G.L. c. 176D, § 3(10). 
 
 
Obje tivc e:  This Standard addresses whether the Company has adequate complaint handling 

res, and communicates those procedures to policyholders. procedu
 
Pur n
complai
number the classification of each complaint by line of insurance, the nature of each 
com
 

ontrols Assessment

sua t to M.G.L. c. 176D, § 3(10), an insurer is required to maintain a complete record of 
nts it received since the date of its last examination. The record must indicate the total 
 of complaints, 

plaint, the disposition of each complaint and the time it took to process each complaint. 

C :  Refer to Standard II-1. 
 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

ansaction testing procedures.   tr
 
Transaction Testing Procedures:  Eide reviewed a complete listing of the Massachusetts complaint 
files from both the Company and the Division for the examination period to evaluate this Standard.  
In addition, Eide interviewed management and staff responsible for complaint handling, and 
examined evidence of the Company’s related processes and controls.  A sampling of forms and 

   to determine whether the Company provides 
er inquiries.  

Transac s

billing notices sent to policyholders was reviewed
contact information for consum
 

tion Testing Result :   
 

Findings:  None. 
 
Observations:  The Company appears to have adequate complaint procedures in place, and 

 procedures to policyholders.  

ecommendations

communicates such
 
R :  None. 

Standard II-3

 
 

.  The company takes adequate steps to finalize and dispose of the complaint in 
accordance with applicable statutes, rules and regulations and contract language.   
 
 
Objective:  This Standard addresses whether the Company’s response to complaints fully addresses 
the issues raised.   
 
Controls Assessment:  Refer to Standard II-1. 
 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures. 
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Transaction Testing Procedures:  Eide reviewed a complete listing of the Massachusetts complaint 
les from the examination period to evaluate this Standard.  Each complaint was reviewed to fi

determine if the Company’s response was given beyond the 14 days required by the Division. 
 
Transaction Testing Results:    
 

Findings:  None. 

servations
 
Ob :  For the single complaint tested, Eide noted that the Company responded to 

hrough the formalized complaint process in a complete manner.  Based 
e Company’s complaint log, the Company appears to treat complainants 

with similar fact patterns in a consistent manner, and adequately documents its complaint 

the issues raised t
on the review of th

files.  
 

ecommendationsR :  None. 
 
 
Standard II-4.  The time frame within which the company responds to complaints is in 
accordance with applicable statutes, rules and regulations.   
 
 
Objective:  This Standard is concerned with the time required for the Company to process each 
omplaint.   c

 
Mas c tutes or 
regu i  
with  1
  
Con l

sa husetts does not have a specific complaint processing time standard in the sta
lat ons.  However, established Division practice requires insurers to respond to the Division
in 4 days of its receipt of any complaint from the Division.   

tro s Assessment:  Refer to Standard II-1. 
 
Con ltro s Reliance:  Controls tested via documentation inspection, procedure observation and/or 

 inquiry appear to be sufficiently reliable to be considecorroborating red in determining the extent of 
transaction testing procedures. 
 
Transaction Testing Procedures:  Eide reviewed a complete listing of the Massachusetts complaint 
files from the examination period to evaluate this Standard.  Eide also reviewed each complaint to 

etermine the reason for delay for any which exceeded the 14 day response time required by d
Division. 
 
Transaction Testing Results: 
 

Findings:  The Company did not respond to one complaint filed during the examination 
 

rvice Team (“Service Team”), 
after the complaint was initially received and forwarded by the Company’s central mail 

 

period within 14 days as required by the Division.  The Company did respond to the
complaint within 14 days of its receipt by the Presidential Se

processing facility. 

Observations:  For the single complaint tested, Eide noted that the Company responded to 
e issues raised through the formalized complaint process in a complete manner.  There 

 

th
was adequate documentation to support complaint handling, and complaint files were 
adequately documented for review purposes. 
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Recommendations:  The Division recommended that the Service Team, which receives and 
istributes the complaints, establish a method of preferred contact with the Division.  This should 
liminate the response lag time sometimes caused by the central mailroom’s initial receipt and 

d
e
forwarding of the complaints.  The Company complied with this request and the Division has the 
contact information. 
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any’s 
ternal control environment, policies and procedures, (b) the Company’s response to various 

eview of several types of files at the Company.  

 
Standard III-1

III. MARKETING AND SALES  
 
Evaluation of the Standards in this business area is based on (a) an assessment of the Comp
in
information requests, and (c) a r
 

.  All advertising and sales materials are in compliance with applicable statutes, 
rules and regulations.      
 
M.G.L. c. 175, §§ 18, 121, 129, 174J; M.G.L. c. 176D, § 3; Division of Insurance Bulletin 
2001-02. 
 
 
Objective:  This Standard is concerned with whether the Company maintains a system of control 

ver the content, form and method of dissemination for all its advertisements.  

o publish its liabilities.  M.G.L. c. 
75, § 121 requires insurers to limit offers to those plainly stated in the policy, and prohibits 
surers from offering securities as an inducement.  M.G.L. c. 175, § 129 requires the face page of a 

M.G.L. c. 175, § 174J, a separate notice to the prospective insured is required 
isclosing the broker and controlled insurer relationship.  Pursuant to M.G.L. c. 176D, § 3, it is 

ust disclose on that site the name 
 the company appearing on the certificate of authority, and the address of its principal office. 

ontrols Assessment

o
 
M.G.L. c. 175, § 18 states that all material created by the Company must state the Company’s 
corporate name, and any material publishing its assets must als
1
in
policy to contain in bold letters a plain description of the policy and any dividend features.  
Pursuant to 
d
deemed an unfair method of competition to misrepresent or falsely advertise insurance policies, or 
the benefits, terms, conditions and advantages of said policies.  Pursuant to Division of Insurance 
Bulletin 2001-02, an insurer who maintains an Internet website m
of
 
C :  The following key observations were noted in conjunction with the review of 

icies and procedures govern the advertising and sales material 

e Company has a website designed for use by consumers.  

ses their history and pertinent facts for use by consumers on their 

 

 
Control

this Standard: 
 

 Written Company pol
approval process. 

 All advertising and sales materials produced by the Company are reviewed by management 
for approval and compliance with statutory and regulatory requirements prior to use. 

 Th

 The Company disclo
website.  

The Company completed an Insurance Marketplace Standards Association, (hereafter 
“IMSA”) assessment which found no violations.       

s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
rating inquiry appearcorrobo  to be sufficiently reliable to be considered in determining the extent of 

transact
 
Transac

ion testing procedures.  

tion Testing Procedures:  Eide reviewed the IMSA report, and cross-referenced its 
res to the standards in the NAIC Handbook.  Eide verified that coverage of the IMSA 
ent satisfied the standards outlined in the Hand

procedu
ssessm book, and selected 17 advertising items, and a
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52 underwriting files, to test for compliance with M.G.L. c. 176D, § 3.  (Refer to Standards VI-1 
and VI-5 for testing performed).  Eide also reviewed the Company’s website for appropriate 
disclosure of its name and address, and consistency with statutory and regulatory requirements.  
 
Transaction Testing Results:   

Findings
 

:  None. 
 
Observations:  The IMSA report showed that the Company’s process for approving 
advertising and sales material prior to use was functioning in accordance with Company 
policies and procedures. Eide tested compliance with Massachusetts M.G.L. c. 176D, § 3 
and found compliance. The Company’s website disclosure complies with the requirements 
of Division of Insurance Bulletin 2001-02. The Company’s advertising materials included 
proper disclosures of the products and the company underwriting the product. 

 
Recommendations:  None.  
 
 
Standard III-2.  Company internal producer training materials are in compliance with 
applicable statutes, rules, and regulations.   
 
 
Objective:  This Standard is concerned with whether the Company’s producer training materials are 
in compliance with state statutes, rules and regulations.  
   
Controls Assessment:  The following controls were noted as part of this Standard: 
 

 Written Company policies and procedures govern the advertising and sales material 
approval process. 

 The Company regularly has internal training for their producers to ensure they are 
operating in compliance with applicable statutes, rules, and regulations. 

 The Company tracks through a communications log email updates it sends to producers 
between training sessions on law changes, new interpretations, and emerging bulletins. 

 The Company has processes in place to ensure that all producer training materials are in 
compliance with the applicable statutes, rules, and regulations. 

 The Company’s producers do not have the authority to launch their own marketing 
campaigns. 

            
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed Company personnel with responsibility for 
producer training materials.  Eide also reviewed the IMSA report, and found no violations with 
regard to producer training materials. 
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ransaction Testing Results
 
T :   
 

Findings:  None. 
 
Observations:  The Company’s internal producer training materials appear adequate and in 
compliance with its training policy.  

 
Recommendations:  None. 
 
 
Standard III-3.  Company communications to producers are in compliance with applicable 
statutes, rules and regulations.   
 
 
Objective:  This Standard is concerned with whether the written and electronic communication 

etween the Company and its producers is in accordance with applicable statutes, rules and b
regulations.  
 
Controls Assessment:  See Standard III-2.  
 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Due to the broad nature of Company-wide producer 
communications, and Eide’s review of such communications in Standards III-1 and III-2, no 
detailed transaction testing was deemed necessary for this Standard. Eide reviewed the Company’s 
ommunications log to determine whether it adequately documented the communication of policies 

ransaction Testing Results

c
and procedures to producers. 
 
T :   
 

Findings:  None. 
 
Observations:  Eide found the Company’s communications log to be comprehensive and 
its communications to producers in compliance with the Company’s communications 

 
Recommendations

policy. 

:  None. 
 
 
Standard III-4.  Company rules pertaining to producer requirements in connection with 
replacements are in compliance with applicable statutes, rules and regulations.   
 
M.G.L. c. 175, § 204; and 211 CMR 34.04-34.06. 
 
 
Objective:  This Standard is concerned with appropriate replacement handling by the agent and the 
Company, including identification of replacement transactions on applications, use of appropriate 
replacement related forms, and timely notice of the replacement to existing insurers.   
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or life insurance and annuities, 211 CMR 34.04-34.06 requires the agent or broker to submit to the 
cation: (a) a statement signed by the applicant as to whether the 

ansaction involves replacement of existing life insurance or annuities; and (b) a signed statement 
as to w r broker knows replacement is or may be involved in the transaction.  
Furtherm t, a copy of the replacement notice must be 
provided
shall sub
of the d
policy 
replacem
 

ontrols Assessment

M.G.L. c. 175, § 204 addresses the promulgation of regulations governing the replacement of life 
insurance and annuities.   
 
F
insurer as a part of the appli
tr

hether the agent o
ore, where a transaction involves replacemen
 to the applicant at a time not later than the time of taking the application, and the producer 
mit a copy of the replacement notice to the replacing insurer within seven (7) working days 

ate of the application.  The replacing insurer is also required to send the existing insurer a 
summary and a written communication advising of the replacement or proposed 
ent.   

C :  The following key observations were noted in conjunction with the review of 

 The Company’s policy is to comply with requirements to provide disclosure notices to 

res govern the replacement handling process. 
 The Company has completed an IMSA assessment process, which found no violations 

ontrols Reliance

this Standard:  
 

policyholders and replaced carriers in accordance with 211 CMR 34.04-34.06. 
 Written Company policies and procedu

related to its replacement policies and procedures. 
 
C :  Controls tested via documentation inspection, procedure observation and/or 

ing the extent of 
ansaction testing procedures.  

Tra c

corroborating inquiry appear to be sufficiently reliable to be considered in determin
tr
 

nsa tion Testing Procedures:  Eide reviewed the IMSA report, and cross-referenced its 
res to the standardproce u

dur  
procedu ent testing on the 
entire sa
          
Tra c

d s in the Handbook.  Eide selected all 14 replacements that occurred 
ing the examination period to test the Company’s compliance with its replacement policies and 

res, and related regulatory requirements.  Eide also performed replacem
mple at Standard V-2  

nsa tion Testing Results:   
 

Findings: None.  
 
Observations: Eide found one instance where inadequate documentation existed in the file 

emonstrate that the previous insurer was adequately informed that a replacement policy 

them to be adequate to ensure compliance with 211 CMR 34.04 – 
34.06.  The single error appears to have been an isolated incident where the necessary 

to d
was being issued by the Company. Eide noted that all files, other than the isolated incident 
discussed above, were complete.  Eide reviewed the Company’s replacement policies and 
procedures, and found 

documentation did not reach the file. 
 

Recommendations:  None. 
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tandard III-5S .  Company rules pertaining to company requirements in connection with 
replacements are in compliance with applicable statutes, rules and regulations.   
 
M.G.L.  211 CMR 34.04-34.06.  c. 175, § 204, and
 
 
Objective:  This Standard is concerned with appropriate replacement handling by the agent and the 

ompany, including identification of replacement transactions on applications, use of appropriate 
ely notice to existing insurers of the replacement.   

.G.L. c. 175, § 204 addresses the promulgation of regulations governing the replacement of life 

 of a notice stating the replacement of a life insurance policy or 
nnuity contract.   

volves replacement of existing life insurance or annuities; and (b) a signed statement 
s to whether the agent or broker knows the transaction may involve replacement.  Furthermore, 

 of the replacement notice must be provided to the 
pplicant at a time not later than the time of taking the application, and the producer shall submit a 

C
replacement related forms, and tim
 
M
insurance and annuities based upon the model regulation developed by the NAIC.  It requires that 
the regulation include the delivery
a
 
Pursuant to 211 CMR 34.04-34.06, the agent or broker must submit to the insurer as a part of a life 
insurance or annuity application: (a) a statement signed by the applicant as to whether the 
transaction in
a
where a replacement is involved, a copy
a
copy of the replacement notice to the replacing insurer within seven (7) working days of the date of 
the application.  The insurer is also required to send the existing insurer a policy summary and a 
written communication advising of the replacement.   
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
  

 The Company’s policy is to comply with requirements to provide replacement disclosure 
notices to policyholder and replaced carriers in accordance with 211 CMR 34.04-34.06. 

es govern the replacement handling process. 
mpleted an IMSA assessment process, which found no violations 

ement policies and procedures. 
 
Control

 Written Company policies and procedur
 The Company has co

related to its replac

s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
rating inquiry appear to be sufficiently reliable to be considered in determining the extent of corrobo

transaction testing procedures.  

dures
 
Transaction Testing Proce :  Eide reviewed the IMSA report and cross-referenced its 

rocedures to the replacement standards in the Handbook.  Eide selected all 14 replacements that 
ccurred during the examination period, to test the Company’s compliance with its replacement 

p
o
policies and procedures, and regulatory requirements.  Eide also performed replacement testing on 
the entire sample at Standard V-2.  
 
Transaction Testing Results:   
 

Findings: None.  
 
Observations:  Eide found one instance where inadequate documentation existed in the file 
to demonstrate that the previous insurer was adequately informed that a replacement policy 
was being issued by the Company. Eide noted that all files, other than the isolated incident 
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und them to be adequate to ensure compliance with 211 CMR 34.04 – 
34.06.  The single error appears to have been an isolated incident, where the necessary 

discussed above, were complete.  Eide reviewed the Company’s replacement policies and 
procedures, and fo

documentation did not reach the file. 
 

Recommendations:  None. 
 
 
Standard III-6.  An illustration used in the sale of a policy contains all required information 
and is delivered in accordance with statutes, rules and regulations.  
 
211 CMR 31.05 and 95.11. 
 
 
Objective:  This Standard is concerned with ensuring that policy illustrations, policy summaries and 
buyer’s guides contain all required information, are provided to policyholders, and maintained in 

ompany records.   
 
Pursuan
illustrat o 211 
CM 3
app n
and pol ever, if the policy or policy summary 
ontains an unconditional refund offer, the policy summary may be delivered with the policy.   

C

t to 211 CMR 95.11, insurers must provide the applicant for a variable life product with an 
ion of benefits payable at or before the time an application is executed.  Pursuant t

R 1.05, non-variable life insurance marketed through agents requires insurers to provide 
lica ts with buyer’s guides and preliminary policy summaries before the application is signed, 

icy summaries before accepting premium.  How
c
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
  

 Written Company policies and procedures govern the replacement handling process. 
 The Company has completed an IMSA assessment process. 

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 

rating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
 

Transac edures

corrobo
transaction testing procedures. 
 

tion Testing Proc :  Eide reviewed the IMSA report and cross-referenced its 
procedures to the standards in the Handbook.  Eide also performed testing regarding 211 CMR 
95.11 at
reviewe
       
Transac

 Standard VI-2.  Eide further selected all 17 marketing materials in use during 2004, and 
d them for compliance with statutory and regulatory requirements.  

tion Testing Results:   

Findings
 

:  None. 
 
Observations:  Eide noted no findings related to this standard in the testing it performed. 

ecommendations
 
R :  None. 
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Standard III-7.  The company has suitability standards for its products when required by 
applicable statutes, rules and regulations.  
 
211 CMR 34.04 - 34.06. 
 
 
Objective:  This Standard is concerned with whether the Company maintains suitability or needs 
assessment standards for its products.   
 
211 CMR 34.04-34.06 details the duties of the agent or broker during the policy application and 
replacement process.  
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
  

 The Company’s policy is to comply with the requirement to provide disclosure notices to 
policyholder and replaced carriers in accordance with 211 CMR 34.04-34.06.        

 Written Company policies and procedures govern the replacement handling process. 
 The Company has completed an IMSA assessment process. 

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
ransaction testing procedures.  t

 
Transaction Testing Procedures:  Eide reviewed the IMSA report and cross-referenced procedures 
to the standards in the Handbook.  Eide also selected the 17 marketing materials used during 2004, 

d tested them for compliance with applicable statutory and regulatory requirements.       
 
Transac

an

tion Testing Results:   
 

Findings:  None. 
 
Observations:  Eide noted no findings related to this standard in the testing it performed. 

 
Recommendations:  None. 
 
 
Standard III-8. Pre-need funeral contracts or pre-arrangement disclosures and 
advertisements are in compliance with statutes, rules, and regulations. 
 
 
No work performed.  The Company does not offer such products anywhere it is licensed. 
 
 
Standard III-9.  The company’s policy forms provide required disclosure material regarding 
accelera ions.   ted benefit provis
 
 
Objective:  This Standard is concerned with whether the Company provides required disclosures for 

ted benefits.  accelera
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Controls Assessment:  The following key observations were noted in conjunction with the review of 
dard: 

ritten Company policies and proce

this Stan
  

 dures govern the disclosure of accelerated benefit 

 pleted an IMSA assessment process. 

W
provisions. 
The Company has com

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

ansaction testing procedures.  

ransaction Testing Procedures

tr
 
T :  Eide reviewed the IMSA report and cross-referenced its 

rocedures to the standards in the Handbook.  Eide also selected the 17 marketing materials used 

Results

p
during 2004, and tested them for compliance with applicable statutory and regulatory requirements.   
  
Transaction Testing :   
 

Findings:  None. 
 
Observations:  Eide noted no findings related to this standard in the testing it performed. 

 
Recommendations:  None. 
 
 
Standard III-10.  Policy application forms used by depository institutions provide required 
disclosure material regarding insurance records.  
 
211 CMR 34.04-34.06. 
 
 
Objective:  This standard is concerned with ensuring that the policy applications forms used by 

 the duties of the agent or broker during the application and 
placement process. 

depository intuitions provide the disclosure material needed.   
 
211 CMR 34.04-34.06 details
re
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
  

 The Company’s polic
policyholders and repla

y is to comply with requirement to provide disclosure notices to 
ced carriers in accordance with 211 CMR 34.04-34.06.      

 es govern the replacement handling process. 
 he Company has completed an IMSA assessment process. 

 

Written Company policies and procedur
T

Controls Reliance:  Controls tested via docum
corroborating inquiry appea

entation inspection, procedure observation and/or 
r to be sufficiently reliable to be considered in determining the extent of 

ansaction testing procedures.  tr
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Transaction Testing Procedures:  Eide reviewed the IMSA report, and cross-referenced its 
procedures to the standards in the Handbook.  Eide also performed replacement testing at Standard 

-2. 

ransaction Testing Results

V
 
T :   
 

Findings:  None. 
 
Observations:  Eide noted no findings related to this standard in the testing it performed. 

 
Recommendations:  None. 
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aluation of the Standards in this business area is based on (a) an assessment of the Company’s 
intern l
information requests, and (c) a review of
 
 

tandard IV-1

IV.  PRODUCER LICENSING 
 
Ev

a  control environment, policies and procedures, (b) the Company’s response to various 
 several types of files at the Company.  

S .  Company records of licensed and appointed (if applicable) producers agree 
with Division of Insurance records. 
  
M.G.L. c. 175, §§ 162I and 162S. 
 
 
Objective:  The Standard is concerned with ensuring that the Company’s appointed producers are 
appropriately licensed by the Division.   
 
M.G.L c. 175, § 162I requires that all persons who solicit, sell or negotiate insurance in the 

ommonwealth be licensed for that line of authority.  Further, any such producer shall not act as a 
produce unless they have been appointed by the Company pursuant to M.G.L c. 
175, § 1 S. 
 

ontrols Assessment

C
r of the Company 
62

C :  The following key observations were noted in conjunction with the review of 

for notifying the Company’s central 
any employment change using the required protocol. 
e central licensing unit of a change to a producer’s name or address is not 

required. 

ired information is entered into the 

an active license, the analyst will use  OPRA to notify the Division of the 

mpany’s appointment procedures are designed to comply with M.G.L. c. 175, § 
162S, which requires that a producer be appointed by the Company as producer within 15 

 
Control

this Standard: 
 

 The Company has a centralized licensing department charged with ensuring that all 
producers are licensed and appointed. 

 The producer’s manager or employer is responsible 
licensing unit of 

 Notification to th

 The Company notifies the Division of producer terminations on a weekly basis through the 
Division’s online producer appointment website, (hereafter “OPRA”).  

 When a producer is appointed or terminated, the requ
Company’s licensing database system. A member of the Company’s central licensing unit 
will analyze the information for completeness and accuracy.  Upon verification that the 
producer has 
producer’s appointment, and will input the relevant data into the Company’s licensing 
database system  

 The Co

days from the earlier of the date the producer’s contract is executed, or the first coverage 
application is submitted.   

s Reliance:  Controls tested via documentation inspection,
ob rating inquiry appear to be sufficiently reliable to be consider

 procedure observation and/or 
orr o ed in determining the extent of 
ansaction testing procedures, with the exceptions noted below.  

c
tr
 
Transaction Testing Procedures:  Eide interviewed individuals with responsibility for producer 
contracting and processing of appointments, and selected a sample of 86 sales during the 
xamination period for testing.  Eide verified that the Company’s producer for each of the sales was 

included on the Division’s list of the Company’s appointed producers. Eide also eliminated all 
e
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ransaction Testing Results

exceptions that were for simple name or address changes, and tested an additional 23 producers for 
evidence of licensure and appointment.   
 
T :  

Findings
 

:  None.  

bservations
 
O :   Based on the results of Eide’s testing of new and renewal business written 

re 
noted, as all sales were produced by properly licensed producers.  

ecommendations

during the examination period, no violations of M.G.L. c. 175, §§ 162I and 162S we

 
R :  None. 

tandard IV-2

 
 
S .  Producers are properly licensed and appointed (if required by state law) in 
the jurisdiction where the application was taken.   
 
M.G.L. c. 175, §§ 162I, and 162S. 
 
 
Objective:  The Standard is concerned with ensuring that the Company’s appointed producers are 

propriately licensed by the Division.   

.G.L c. 175, § 162I requires that producers be licensed for each line of authority that they solicit, 
ll or negotiate.  Further, any such producer shall not act as a producer of the Company unless they 

roducer have been appointed by the Company pursuant to M.G.L c. 175, § 162S. 

ontrols Assessment

ap
 
M
se
p
 
C :  The following key observations were noted in conjunction with the review of 

is Standard: 

 The Company has a centralized licensing department charged with ensuring that all 
producers are licensed and appointed. 

 The producer’s manager or employer is responsible for notifying the Company’s central 
licensing unit of any employment change using the required protocol. 

 Notification to the central licensing unit of a change to a producer’s name or address is not 
required. 

 The Company notifies the Division of producer terminations through OPRA weekly.  
 When a producer is appointed or terminated, the required information is entered into the 

Company’s licensing database system. A member of the Company’s central licensing unit 
then analyzes the information for completeness and accuracy.  Upon verification that the 
producer has an active license, the analyst will use OPRA to notify the Division of the 
producer’s appointment, and will input the relevant data into the Company’s licensing 
database.  

 The Company’s appointment procedures are designed to comply with M.G.L. c. 175, § 
162S, which requires that a producer be appointed by the Company as producer within the 
earlier of 15 days from the date the producer’s contract is executed or the first coverage 
application is submitted.   

ontrols Reliance

th
 

 
C :  Controls tested via documentation inspection, procedure observation and/or 

rroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
ansaction testing procedures, with the exceptions noted below.  

co
tr
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ransaction Testing Procedures
 
T :  Eide interviewed individuals with responsibility for producer 

also eliminated all 
xceptions that were for simple name or address changes, and sampled records for an additional 23 
roducers for evidence of licensure and appointment.   

contracting and processing of appointments, and selected a sample of 86 sales during the 
examination period for testing.  Eide verified that the Company’s producer for each of the sales was 
included on the Division’s list of the Company’s appointed producers. Eide 
e
p
 
Transaction Testing Results:  

 
Findings:  None. 
 
Observations:  Based on the results of Eide’s testing of 86 new and renewal business sales 

 by properly licensed producers. 
  

from the examination period, no violations of M.G.L. c. 175, §§ 162I and 162S were 
noted, as all sales were produced

Recommendations:  None. 
 
 
Standard IV-3.  Termination of producers complies with statutes regarding notification to the 
producer and notification to the state, if applicable.  
 
M.G.L. c. 175, § 162T. 
 
 
Obj iect ve:  This Standard is concerned with whether the Company’s termination of producers 
com
 
Pur n
effective date of the producer’s term
Div
 
Con l

plies with applicable statutes requiring notification to the state and the producer.   

sua t to M.G.L. c. 175, § 162T, the Company must notify the Division within 30 days of the 
ination, and if the termination was for cause, must notify the 

ision of such cause. 

tro s Assessment:  Refer to Standard IV-2. 

s Reliance
       
Control :  Controls tested via documentation inspection, procedure observation and/or 

rating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
ion testing procedures.  

corrobo
transact
 
Tra cnsa tion Testing Procedures:  Eide selected all producers from the Company’s records that 

rminated during the examination period, and requested documentation supporting the 
g of the terminations to the Division.  

were te
reportin
 

ransaction Testing ResultsT :  
 

Findings:  None. 
 
Observations:  Eide noted that the Company notifies terminated producers using a letter 
whose contents have been approved by the Division.  When the termination is “for cause” 
the Company sends the notice to the producer via certified mail, return receipt requested.  
The Company notifies the Division of the termination consistent with procedures 
established by the Division.  
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Recommendations:  None 
 
 
Standard IV-4.  The company’s policy of producer appointments and terminations does not 
result in tion against policyholders.  unfair discrimina
 
 
Objective:  The Standard is concerned that the Company has a policy for ensuring that producer 

ents and terminations do not unfairly discriminate against policyhoappointm lders.  
 
Controls Assessment:  Refer to Standards IV-1 and IV-3. 

ontrols Reliance
 
C :  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide selected a sample of 86 sales during the examination period 

r testing.  Eide reviewed documentation for each sale for any evidence of unfair discrimination 
gainst policyholders resulting from the Company’s policies regarding producer appointments and 

ransaction Testing Results

fo
a
terminations.  
 
T :   
 

Findings:  None. 
 
Observations: Eide noted no evidence of unfair discrimination against policyholders 

ecommendations

resulting from the Company’s policies regarding producer appointments and terminations.  
 
R :  None. 

 
Sta

 

ndard IV-5.  Records of terminated producers adequately document reasons for 
term ain tions.   
 
M.G ..L  c. 175, §§ 162R and 162T. 
 
 
Objective:  The Standard is concerned that the Company’s records for terminated producers 

ely document the action taken.   

t to M.G.L. c. 175, § 162T, the Company must notify the Division within 30 days of the 
ucer’s termination, and of the cause for any termination as defined in 

adequat
 
Pursuan
effective date of the prod
M.G .
 
Control

.L  c. 175, § 162R. 

s Assessment:  Refer to Standard IV-3. 

s Reliance
 

ontrolC :  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
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ransaction Testing ProceduresT :  Eide obtained a listing of producers terminated during the 
examination period and reviewed the reasons for each termination.  
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based on the testing noted above, the Company’s internal records 

reasons for producer terminations.  None of the terminations tested 
ere for cause as defined in M.G.L. c. 175, § 162R.  The Company has procedures in place 

sion of terminations whether “for cause” or “not for cause”, complying 
ith M.G.L. c. 175, § 162T. 

 
Recomm

adequately document 
w
to notify the Divi
w

endations:  None. 
 
 
Standard IV-6.  Producer accounts current (account balances) are in accordance with the 
producer’s contract with the company. 
 
 
No work performed.  All required activity for this Standard is included in the scope of the ongoing 
tatutory financial examination of the Company.  s
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V. POLICYHOLDER SERVICE 

valuation of the Standards in this business area is based on (a) an assessment of the Company’s 
ternal control environment, policies and procedures, (b) the Company’s response to various 

tandard V-1

 
E
in
information requests, and (c) a review of several types of files at the Company. 
  
 
S .  Premium notices and billing notices are sent out with an adequate amount of 
advance notice. 
 
M.G.L. c. 175, §§ 110B, and 146A. 
 
 
Objective:  This Standard is concerned with whether the Company provides policyholders with 
sufficient advance notice of premiums due, and disclosure of the risk of lapse.   
 
Pursuant to M.G.L. c. 175, § 110B, no life policy shall terminate or lapse for nonpayment of any 

ent as to the lapse of the policy if no payment is made as provided in the policy.  
.G.L. c. 175, § 146A requires that a notice be sent to industrial life policyholders in default on 

n forfeiture benefits. 

Control

premium until the expiration of three months from the due date of such premium, unless the 
company within not less than ten, nor more than forty-five days prior to said due date, shall have 
mailed a notice showing the amount of such premium and its due date.  The notice shall also 
contain a statem
M
premium informing them of no
 

s Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 
e date.  The Company generates scheduled payment notices for VUL 
al Life”) and UL (“Universal Life”) policies 20 days prior to the 

scheduled payment date.  The Company mails these notices to the policyholder within one 

ium due date, and again 45 days after the due date.  
cheduled payments are flexible within policy limits and may 
 scheduled payment notice to the policyholder 20 days prior to 

the due date for the chosen billing mode (monthly, quarterly, semi-annually or annually).         

The Company generates a premium billing notice for traditional life policies 30 days prior 
to the premium du
(“Variable Univers

business day after they are generated.   
 If premiums are not received as required, the Company mails an overdue premium notice 

20 days after the prem
 For universal life policies, s

vary.  The Company sends a

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Payment notices for individual policies were examined for 
compliance with Company policy and statutory requirements.  Due to the nature of group policies, 

de reviewed examples of billing notices and no detailed testing was performed. However, Ei
exception reports.       
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Transaction Testing Results:   
 

Findings:   None.  
 
Observations:  Based upon Eide’s review, life premium notices and billings generally 

pear clear, are mailed with adequate advance notice and include disclosure of potential 

 
Recomm

ap
lapse for non-payment.   

endation:  None.  
  
 

tandard V-2S .  Policy issuance and insured requested cancellations are timely. 
 
M.G.L. c. 175, §§ 134A, 187C, 187D, and 187H; 211 CMR 34.06. 
 
 
Objective:  This Standard is concerned with whether the Company has cancellation and withdrawal 

rocedures to ensure that such policyholder requests are processed timely.   

 looks on all life policies and annuity contracts, 
ith 211 CMR 34.06 regarding 20 day free looks on replacements, and with M.G.L. c. 175, § 187C 
garding written notice for Company cancellations.  M.G.L. c. 175, § 134A defines notice 
quirements and timing of such notices to certificate-holders of group policies eligible for 

conversion to another policy.  M.G.L. c. 175, § 187D states that a policy can be cancelled by an 
insurer for nonpayment of premium.  Policy issuance review is included in Standard VI-9.          
 
Controls Assessment

p
 
Company processes must be in compliance with M.G.L. c. 175, § 187H regarding free looks, and 
with the Division’s policy to require 10 day free
w
re
re

:  The following key observations were noted in conjunction with the review of 
cancellation and withdrawals under this Standard: 
 

 When a customer requests that a life policy be cancelled, written and signed authorization 
must be provided by the owner.  Once the authorization is received, the Company allows a 
maximum of five business days for conservation.  On all products, the effective date of the 
cancellation is the date of receipt of the authorization.  The Company sends a check for the 
value of the policy on the cancellation effective date within one business day after the 
cancellation request is processed.    

 The Company’s goal is to process 97% of insured requested cancellations within 7 business 
days for traditional life and UL, and within 4 business days for VUL.  This benchmark is 
monitored monthly.  

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide discussed policy issuance and cancellation procedures with 
Company personnel, reviewed documentation and exception reports and conducted a transaction 
walkthrough to corroborate information received regarding the Company’s policies and procedures 
on free looks, insured requested cancellations and Company cancellations.    
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Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  The Company appears to have reasonable procedures to process insured 
requested cancellations, free looks and Company cancellations, and such transactions 
appear to be processed timely in compliance with statutory requirements.  When a 

ecommendations

Company cancellation occurs, written notice is provided to the policyholder. 
 
R : None. 

tandard V-3

 
 
S .  All correspondence directed to the company is answered in a timely and 
responsive manner by the appropriate department.    
 
 
Objective:  This Standard is concerned with whether the Company provides timely and responsive 
information to policyholders and claimants.  
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 The Company has a central customer call center in its Service Office to respond to 
policyholders’ and agents’ questions.  

imately 24 call center employees to handle such calls.  The employees have access 
to Company systems to view policy history and values.  Requests for address changes, 

 For life policies, the Company receives approximately 9,500 calls per month and has 
approx

loans, surrenders, and VUL fund transfers are handled directly by the call center employee.  
Certain employees have the NASD (“National Association of Securities Dealers”) licensed 
Series 6 designation, and only those licensed individuals handle fund transfers.  Service 
results are benchmarked and tracked monthly by the Company’s customer service 
operations.     

 The Company has a customer contact process, which utilizes surveys mailed to 
policyholders by an outside vendor to ask about their understanding of purchased life 
insurance policies, Company documents and the service provided by Company sales 
representatives.  Distribution management and Individual Life Compliance personnel 
follow up with customers and appointed producers to review issues identified on these 
surveys.    

 
For discussion of written complaint procedures, refer to the Section II - Complaint Handling. 
 

ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide discussed correspondence procedures with Company 

ersonnel, and reviewed documentap
 

tion and exception reports to corroborate information received.  

Transaction Testing Results:   
 

Findings:  None. 
 



   

 45

Observations:  Based on Eide’s conversations with Company personnel, company 
sure that all correspondence directed to the Company is answered in 

a timely and responsive manner by the appropriate department appear to be working 

 
Recomm

procedures meant to en

correctly.  

endations:  None. 
 
 

tandard V-4S .  Reinstatement is applied consistently and in accordance with policy 
provisions. 
 
M.G.L. c. 175, §§ 132(11), and 187G. 
 
 
Objective:  This Standard is concerned with whether the Company consistently processes 

instatements that comply with policy provisions.   

, § 187G states lapse of 
ertain life insurance policies during strike of agents must be reinstated. 

re
 
Pursuant to M.G.L. c. 175, § 132(11), life policies must include a provision that the policyholder is 
entitled to have the policy reinstated, with certain limitations.  M.G.L. c. 175
c
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 For life policies:  
o All life reinstatement requests received with payment for the lapsed premium within 

seven business days of lapse are automatically reinstated.  
o Reinstatement requests received after seven business days, but before 180 days after 

the lapse date, require completion of a health statement form.  The Company will 
automatically reinstate if the insured(s) had no health changes.  Reinstatement requests 

Control

reporting a change in health are reviewed by the underwriting department. 
o Reinstatement requests received after 180 days, but before 60 months after the lapse 

date, require completion of a reinstatement application that goes through underwriting.   
 

s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
rating inquiry appear to be sufficientcorrobo ly reliable to be considered in determining the extent of 

tran t
 
Transac ures

sac ion testing procedures.  

tion Testing Proced :  Eide discussed reinstatement procedures with Company 
ersonnel, and reviewed documentation and detailed summary reports to corroborate Company p

policies and procedures.     
 
Transaction Testing Results:   
 

Findings:   None. 
 
Observations:   Eide noted no evidence of life reinstatement requests being denied in 
violation of Company policy, contractual obligations or M.G.L. c. 175, § 132(11).  The vast 
majority of reinstatement requests are processed with little or no underwriting.  According 
to Company underwriting records, the number of reinstatements requiring full underwriting 
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requests are subject to the underwriting processes and controls noted 
in the Underwriting and Rating Standards in this report.      

 
Recommendations

are minimal, and these 

:  None. 
 
 
Standard V-5.  Policy transactions are processed accurately and completely. 
 
M.G.L. c. 175, §§ 123, 126, 139, 140, and 142; 211 CMR 95.08(12).   
 
 
Objective: This Standard addresses the Company’s procedures for processing transactions including 

.G.L. c. 175, § 123 requires a witness for beneficiary changes. M.G.L. c. 175, § 139 limits face 

erns loan interest rates for non-variable whole life 
olicies, and 211 CMR 95.08(12) governs policy loans on variable life policies.  M.G.L. c. 175, § 

itations on beneficiary changes where the policy beneficiary is a married 
oman. 

Control

beneficiary and ownership changes, conversions and policy loans to ensure that they are accurate, 
complete and in compliance with applicable laws.   
 
M
amounts of conversions for rewritten policies with an effective date prior to the exchange 
application date. M.G.L. c. 175, § 142 gov
p
140 defines divisible surplus for purpose of paying dividends on participating policies.  M.G.L. c. 
175, § 126 defines lim
w
 

s Assessment:  The following key observations were noted in conjunction with the review of 
this
 

 

 

 

 

ent within one business day after such transactions are processed.   
ned to 

 Standard: 

The Company’s goal is to accurately process 97% of life policy beneficiary and ownership 
changes within seven business days.  These benchmarks are tracked monthly. 
Company practices for ownership and beneficiary changes are designed to comply with 
M.G.L. c. 175, § 123.   
Conversions are contractually permitted, and Company policy is designed to comply with 
M.G.L. c. 175, § 139, which limits face amounts of conversions for rewritten policies with 
an effective date prior to the conversion application date.  
When a customer requests a life policy loan, written and signed authorization must be 
provided by the owner.  On traditional and UL policies, the effective date of the transaction 
is the date the transaction is processed.  For VUL policies, the effective date of a 
transaction is the date of receipt of the authorization.  The Company sends the policyholder 
a check is s

 The Company’s practices on interest rates on non-variable life policy loans are desig
comply with M.G.L. c. 175, § 142.  

 The Company’s practices for VUL policy loans are designed to comply with the 
requirements in 211 CMR 95.08(12). 

 
ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 

es

corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedur :  Eide discussed policy transaction procedures with Company 

nsaction walkthrough including review of supporting documentation 
nd summary reports, to corroborate beneficiary changes or loan interest rates.  None of the policies 

selected ew business testing were conversions.  Eide reviewed the Company’s 

p
a

ersonnel, and completed a tra

 through Eide’s n
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variable
95.08(12
 
Transaction Testing Results

 life prospectuses for proper disclosure of loan information in compliance with 211 CMR 
). 

:   
 
Findings:  None. 
 
Observations:  The Company has implemented procedures for processing transactions 

letely and in compliance with M.G.L. c. 175, § 123. Interest rates on policy loans on 
non-variable whole life policies are in compliance with M.G.L. c. 175, § 142.  It appeared 

spectuses that notice of variable life policy loan provisions, 
including interest rates, is properly given in the prospectus provided to the policyholder at 
the application date, in accordance with 211 CMR 95.08(12).   

including beneficiary and ownership changes, and appears to process these accurately, 
comp

from reviewing variable life pro

 
Recommendations:  None. 
 
 

Standard V-6.  Non-forfeiture options are communicated to the policyholder and correctly 
applied in accordance with the policy contract. 
 
M.G.L. c. 175, §§ 143, 144, 144A, and 146; Division of Insurance Bulletin 2000-02. 

 
 
Objective:  This Standard is concerned with the Company’s notification to life policyholders and 

co tract holders regarding non-forfeiture options, and that thannuity n ese options are applied in 
accordan  w
 
M.G.L. c. 1
Pursuant to elect to (a) 
surrende
benefit e c
forfeiture be
that provides a greater amount or longer period of death benefits.  M.G.L. c. 175, § 144A provides 

en paid for 5 years.  Finally, no-lapse guarantees on variable whole 
fe and variable universal life policies are addressed by Division of Insurance Bulletin 2000-02.  

ce ith the policy contract.   

75, § 143 states that life and annuity contracts are subject to laws limiting forfeitures.  
M.G.L. c. 175, § 144, life policyholders may, in the event of a default, 

r the policy and receive its value in cash, or (b) take a specified paid-up non-forfeiture 
ffe tive from the due date of the premium in default.  In lieu of such specified paid-up non-

nefit, the Company may substitute an actuarially equivalent alternative paid-up benefit 

similar options for annuity contracts.  M.G.L. c. 175, § 146 makes § 144 apply to all industrial life 
polices, and specifically states that cash surrender value provisions apply to all industrial life 
polices where premiums have be
li
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 Life policy lapses contractually occur 60 days after non-payment of premium on direct 
d, as an administrative practice, after 120 days on payroll deduction 
Company notifies the policyholder and the producer of the lapse in 

bill policies an
policies.  The 
writing. 

 In certain cases, an automatic premium loan (APL) may be taken to cover the premium 
if the cash value or accumulated dividends in the policy support the premium payment.  
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 M.G.L. c. 175, § 144. 
universal life contracts are designed to comply 

f Insurance Bulletin 2000-02.  The Company does not offer variable 
whole life policies in Massachusetts. 

A notice is sent to the insured when an APL is initiated.  In other cases, the paid-up 
benefit is granted to the policyholder in compliance with

 No-lapse option guarantees on variable 
with Division o

 
ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 

n determining the extent of corroborating inquiry appear to be sufficiently reliable to be considered i
ransaction testing procedures.  t

 
Transaction Testing Procedures:  Eide discussed non-forfeiture procedures with Company 
personnel, and completed a transaction walkthrough supporting the application of the non-forfeiture 
benefit.  Eide reviewed the product prospectuses to ensure that non-forfeiture benefits and no-lapse 
uarantees are communicated to the policyholder at g the application date.  

 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon Eide’s review, the Company appears to communicate non-
forfeiture options to policyholders, and appears to apply such options in accordance with 
the policy contract.  In addition, the Company’s procedures appear to ensure that the 

mpliance with Bulletin 2000-02. 

Rec m

payment of cash surrender values complies with contractual obligations and M.G.L. c. 175, 
§§ 144 and 144A.  Finally, no-lapse option guarantees on variable universal life contracts 
are communicated in co

 
om endations:  None. 

 
 
Standard V-7.  Reasonable attempts to locate missing policyholders or beneficiaries are made.  
 
M.G.L. c. 175, §§ 119A, and 149D; M.G.L. c. 200A, §§ 5A, 5B, 6D 7-7B, 8A and 9.  
 
 
Objective:  This Standard is concerned with the adequacy of the Company’s processes for locating 

 policyholders and beneficiaries, and to comply with escheatment and reporting 
ents. 

missing
requirem
 
M.G .
legal re
ann
unds b de for the annual reporting to the State Treasurer’s 

.L  c. 175, §§ 119A and 149D, and M.G.L. c. 200A, §§ 5A, 5B, 6D 7-7B, 8A and 9 outline the 
quirements regarding this Standard.  These statutes state that a matured life policy or 

uity contract is presumed abandoned if unclaimed and unpaid for more than three years after the 
ecame due and payable.  They provif

Office of the required attempts to find the owner of the abandoned property, and the retaining of 
documentation supporting such attempts.  Finally, the statutes specify payment requirements to the 
State Treasurer’s Office for escheated property. 
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
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rnet, sales offices and social security databases.      
 Company policy requires that life policy funds be reported and escheated as required by 

er can be found.  
 

Control

 The Company has processes for locating lost policyholders via company records, the 
inte

state law when no own

s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating iently reliable to be considered in determining the extent of 
transact
 
Transac

 inquiry appear to be suffic
ion testing procedures.  

tion Testing Procedures:  Eide discussed the Company’s procedures for locating missing 
olders and beneficiaries with Company personnel, and reviewed documentation and 
n reports to corroborate information received.  Eide reviewed the procedures performed by 

ision’s financial examination staff during the financial examination to assess the Company’s 
nce with escheatment and reporting requirements. 

policyh
exceptio
the Div
complia
 
Transaction Testing Results:   

Findings
 

:   None. 
 
Observations:   The Company appears to have processes for locating lost policyholders via 
Company records, the internet, sales offices, social security databases and audit reports, 
and escheats life policy funds as required by state law when no owner can be found.  

 
endationRecomm :  None. 

 
 
Standard V-8.  The company provides each policy owner with an annual report of policy 
values in accordance with statute, rules and regulations and, upon request, an in-force 
illustration or contract policy summary. 
 
211 CMR 95.13.  
 
 
Objective:  This Standard is concerned that the Company discloses certain required information to 
policyholders.   
 
211 CMR 95.13 requires that certain reports, with certain disclosures contained therein, be provided 
to variable life policyholders including (a) an annual report (including cash surrender value, cash 
value, death benefit, any partial withdrawal, partial surrender or policy loan, any interest charge, 
nd any optional payments allowed), and (b) a summary financial statement of each separaa te 

any maintain specimen copies of reports distributed to policyholders. Illustration 
quirements are addressed in Standard III-6, and contract summary requirements are addressed in 

Standar I
 
Controls As

account (including net investment return information, a listing of investments held, expenses 
charged to the account, and any change in investment objectives).  The regulation further requires 
that the Comp
re

d V -2.  

sessment:  The following key observations were noted in conjunction with the review of 
d: this Standar

 
 The

mail.  
 Company provides annual reports to all life insurance policy owners using standard 
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 VU
rece 3. 

 
whe

 
Controls Reliance

L statements disclose account balances, sub-account balances, cash surrender value, 
nt performance and the current death benefit, in compliance with 211 CMR 95.1

The Company’s policy is to provide illustrations and policy summaries to policyholders 
n requested. 

:  Controls tested via documentation inspection, procedure observation and/or 

ransaction Testing Procedures

corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
T :  Eide discussed policy annual statement procedures with 

ransaction Testing Results

Company personnel, and completed a transaction walkthrough supporting the processes for issuing 
annual statement disclosures, and responding to policyholder requests for illustrations and policy 
summaries.   
 
T :   
 

Findings:  None. 
 

bservationsO :  The Company appears to have reasonable procedures to provide 

 
Recomm

policyholders with timely annual statements that comply with 211 CMR 95.13. The 
Company also timely provides illustrations and policy summaries to policyholders when 
requested. 

endations: None. 
 
 
 

tandard V-9S .  Unearned premiums are correctly calculated and returned to appropriate 
party in a timely manner and in accordance with applicable statutes, rules and regulations.   
 
M.G.L. c. 175, §§ 119B, 119C, 187B, 187C and 187D.  

 
Objective:  This Standard is concerned with the accuracy of calculated unearned premiums and the 

meliness of their return to the policyholder.   

.G.L. c. 175, § 119B, the proceeds payable under any life policy (except single-
remium policies) shall include premiums paid for any period beyond the end of the policy month 

ti
 
Pursuant to M
p
in which death occurred.  M.G.L. c. 175, § 119C requires that interest be paid on all proceeds 
(including excess premiums paid), beginning 30 days after the death of the insured.  M.G.L. c. 175, 
§§ 187B and 187C provide that the full return premium payable on a policy be tendered without 
deductions upon cancellation in accordance with its terms.  M.G.L. c. 175, § 187D precludes 
payment of unearned premiums if the insured has not actually paid the premium. 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
his Standard: t

 
 The Company’s policy administration systems automatically calculate the unearned 

premium remaining on a cancelled policy, and process a payment to the policyholder in 
accordance with M.G.L. c. 175, § 187C. 
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thin 30 days after the death of the insured,  interest 
is paid to the beneficiary in accordance with M.G.L. c. 175, § 119C.  Further, the Company 

 The Company’s policy administration systems automatically calculate the amount of return 
premium after death of the insured, in accordance with M.G.L. c. 175, § 119B. 

 Company policy is to process all death claims within five days. If a death claim including 
all required documentation is not paid wi

noted that its policy is to pay interest on claims as of the date of death.  
 

ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide discussed return premium procedures with Company 
personnel, and completed a transaction walkthrough supporting the Company’s related policies and 

rocedures.  Eide reviewed procedures and tested claims to corroborate the Comp pany’s policy of 
f the date of death. The Division’s financial examiners tested the 
hat calculate unearned premium.  . 

Transac

paying interest on claims as o
olicy administration systems tp

  
tion Testing Results:   

 
Findings:  None. 
 
Observations:  The Company appears to calculate unearned premiums correctly and 

in a timely manner in accordance with statutory guidelines.  The 
 to comply with M.G.L. c. 175, § 119C regarding interest on claims, and 

with its own claims interest policy.  The Division’s financial examiners have determined 

returns premium 
Company appears

that the Company’s policy administration systems properly calculate unearned premium 
amounts.  

 
Recommendations:  None. 
 
 
Standard V-10.  Whenever the company transfers the obligations of its contracts to another 
company pursuant to an assumption reinsurance agreement, the company has gained the 
prior approval of the insurance department and the company has sent the required notices to 
its affected policyholders.  
 
 
No work performed.  The Company did not enter into assumption reinsurance agreements during 
the examination period. 
 
 
Standard V-11.  Upon receipt of a request from policyholder for accelerated benefit payment, 
the company must disclose to policyholder the effect of the request on the policy’s cash value, 
accumulation account, death benefit, premium, policy loans and liens. Company must also 
advise that the request may adversely affect the recipient’s eligibility for Medicaid or other 
government benefits or entitlements. 
 
 
Refer to
 
 

  standard VII – 12 for testing performed. 
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VI. 
 
Eva t
internal control environment, policies and procedures, (b) the Company’s response to various 

formation requests, and (c) a review of several types of files at the Company.  

UNDERWRITING AND RATING 

lua ion of the Standards in this business area is based on (a) an assessment of the Company’s 

in
 
 
Standard VI-1.  The rates charged for the policy coverage are in accordance with filed rates 
(if applicable) or the company rating plan. 
 
M.G.L. c. 175, § 190B; M.G.L. c. 176D, § 3(7). 
 
 
Objective:  This Standard is concerned with whether the Company charges proper premiums based 

Pursuan 5, § 190B, insurance costs for mass marketed products must not be 
unreaso
 
Pursuan
discrimi n individuals of the same class and equal expectation of life in the rates charged 

r any contract of life insurance, or of life annuity, or to unfairly discriminate between individuals 
sentially the same hazard in the amount of premium, policy fees, or rates 

harged for any policy or contract of accident or health insurance.  

ontrols Assessment

on accurate rates.   
 

t to M.G.L. c. 17
nable. 

t to M.G.L. c. 176D, § 3(7), it is deemed an unfair method of competition to unfairly 
nate betwee

fo
of the same class and of es
c
 
C :  The following key observations were noted in conjunction with the review of 

sed on applicant information and rating 

 The Company has written underwriting policies and procedures designed to assure 

icies underwritten and issued/declined in 2004, 88% 
of policies were issued standard or preferred, 9% were issued in the nine classes under 

this Standard: 
 

 The Company automatically computes rates ba
classifications assigned by the underwriter.  

reasonable consistency in classification and rating.  
 There are 13 rating classes, and for pol

standard, and 3% were denied. 
 The Company has a process to log and document Division approval of all rates to comply 

with provisions contained in statutory underwriting and rating requirements. 
 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.   
 
Transaction Testing Procedures:  Eide interviewed Company personnel with responsibility for 

etermining rate classes d
d

as part of the underwriting process.  Eide selected 85 policies written 
uring the examination period, of which 52 were new business sales and 33 were declined or 

inco
classific
actuaria d to be filed with the Division.  For each of the 
selected sale transactions, Eide verified that the Company rate classifications complied with 

mplete applications.  The 52 new business sales were used to test the Company rate 
ations as part of the underwriting processes.  Such sales included products for which 
l rate setting documentation was require
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stat r
evidenc
 
Trans c

uto y requirements.  Related product filings, including rate-setting processes, were reviewed for 
e that they were submitted to the Division. 

a tion Testing Results:  

Findings
 

:  None. 
 
Observations:  Based on the results of Eide’s testing, it appears that the Company’s rate 
classification process complies with statutory requirements, and that it submitted related 
product filings, including rate-setting processes, to the Division, as required. 

 
Recommendations:  None. 
 
 
Standard VI-2.  All mandated disclosures for individual insurance are documented and in 
accordance with applicable statutes, rules and regulations. 
 
211 CMR 31.05; CMR 95.11. 
 
 
Objective:  This Standard is concerned with whether all mandated disclosures for individual 
insuranc
 
Pursuan
agent re
Summar
premium

olicies to 211 CMR 95.11, illustrations are to be provided for variable life sales.  Refer 
dard III-6 for testing of this requirement.      

ontrols Assessment

e policies are documented in accordance with statutes, regulations and Company policy.   

t to 211 CMR 31.05, non-variable life insurance that is marketed through an insurance 
quires that the insurer provide the applicant with a Buyer’s Guide and Preliminary Policy 
y before the application is signed, and with a signed Policy Summary before accepting any 
.  This policy summary is similar to an illustration provided to buyers of variable life 

.  Pursuant p
to Marketing and Sales Stan
 
C :  The following key observations were noted in conjunction with the review of 

te and complete, including use of all Company required forms and 
instructions.   

 The Company has written policies and procedures for new business processing. 

at required information is filed and consistent. 
 The Company sends a letter to the producer to request any missing forms or information. 

er’s Guide and Policy Summary that is provided to the 
policyholder when the application is signed, and when a non-variable life policy is 
delivered.  

onitor whether producers obtain required variable 
universal life insurance disclosure documents signed by the policyholder.   

this Standard: 
 

 The Company’s procedures are designed to ensure that new business submissions from 
producers are accura

 The Company closely reviews applications to determine that all applicable questions are 
answered, and th

 Outstanding information or open items are tracked for completion.  A policy will not be 
issued until all outstanding information and open items are completed.  

 The Company has documented disclosures for individual life insurance for both non-
variable and variable universal life insurance policies.   

 The Company produces a Buy

 The Company has a review process to m
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 t process, which utilizes surveys mailed to 
policyholders by an outside vendor to ask about their level of understanding of purchased 

identified on these 
surveys.    

The Company has a customer contac

life insurance policies, Company documents and the service provided by Company sales 
representatives.  Distribution management and Individual Life Compliance personnel 
follow up with customers and appointed producers to review issues 

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently

 
 reliable to be considered in determining the extent of 

ansaction testing procedures.  

ransaction Testing Procedures

tr
 
T :  Eide interviewed company personnel with responsibility for 

nderwriting and new business processing, and selected 52 new business sales for the examination 

ransaction Testing Results

u
period for testing.  Eide verified that the application submitted was signed and complete in 
compliance with 211 CMR 31.05, and that a Buyer’s Guide was provided.  
 
T :   

gs
 

Findin :   None. 
 
Observations:   Based on the results of Eide’s testing, it appears that the Company is 
making all the required disclosures for individual insurance, and all new polices are issued 
in accordance with applicable statutes, rules, regulations and Company policies.  

 
Recommendations:  None. 
 
 
Standard VI-3.  All mandated disclosures for group insurance are documented and in 
accordance with applicable statutes, rules and regulations. 
 
M.G ..L  c. 175, §§ 136, 132A; 211 CMR 31.05, and CMR 95.11. 
 
 
Objective:  This Standard is concerned with whether all mandated disclosures for group insurance 
polici s
 
M.G.L. 
paid up
poli l
and cert  similar to an 

lustration provided to buyers of variable life policies.  Pursuant to 211 CMR 31.05, non-variable 

ary before accepting any premium.  Pursuant to 211 CMR 95.11, 
lustrations must be provided for variable life sales.  Refer to Standard III-6 for testing of this 

e  are documented in accordance with statutes, regulations and Company policy.   

c. 175, §136, requires that any equity in a group life contract be used to purchase additional 
 insurance or other benefits for employees in the event of premium default, and exempts 

cy oan provisions allowing for offset.  M.G.L. c. 175, § 132A defines a group annuity contract 
ain terms used in connection with such contracts.  This Policy Summary is

il
life insurance that is marketed through an insurance agent requires that the insurer provide the 
applicant with a Buyer’s Guide and Preliminary Policy Summary before the application is signed, 
and with a signed Policy Summ
il
requirement. 
 
 
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
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to ensure that new business submissions from 
e and complete, including use of all Company required forms and 

 written policies and procedures for new business processing. 
 ions to determine that all applicable questions are 

 

  A policy will 
not be issued until all outstanding information and open items are completed.  

ontrols Reliance

 
 The Company’s procedures are designed 

producers are accurat
instructions.   
The Company has 

he Company closely reviews applicatT
answered, and that required information is filed and consistent. 
The Company sends a letter to the producer requesting any missing forms or information. 
The Company tracks outstanding information or open items for completion. 

 
C :  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed company personnel with responsibility for 

processing, and selected 52 new business sales for the examination 
eriod for testing.   

underwriting and new business 
p
 
Transaction Testing Results:   

 
Findings:   None. 
 
Observations:   Based on the results of Eide’s testing, it appears that the Company is 
making all the required disclosures for group insurance, and that all new polices are in 
accordance with applicable statutes, rules, regulations and Company policies.  

 
Recommendations:  None. 
 
 
Standard VI-4.  All mandated disclosures for credit insurance are documented and in 
accordance with applicable statutes, rules and regulations. 
 
211 CMR 143.00. 
 
 
No wor
 
 
Sta r

k performed.  The Company does not sell credit products anywhere it is licensed. 

nda d VI-5.  The company does not permit illegal rebating, commission cutting or 
ind muce ents.  
 
M.G ..L  c. 175, §§ 162B, 177, 182, 183, and 184; M.G.L. c. 176D, § 3(8). 
 
 
Objective:  This Standard is concerned with whether (a) Company correspondence to producers and 
advertising/marketing materials have any indication of illegal rebating, commission cutting or 
inducem
mak  r
 

ents; (b) producer commissions adhere to the commission schedule; and (c) the Company 
es equired filings.   
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M.G . 
175, § 1
§§ 182,
allow a
special 
 

imilarly, under M.G.L. c. 176D, § 3(8), it is an unfair method of competition to make or offer to 

of premiums or any special favor or advantage in the dividends or 
ther benefits, or any valuable consideration or inducement whatsoever not specified in the 

.L c. 175, § 162B allows producers to accept installment premiums.  Pursuant to M.G.L. c. 
77, payment of commissions to unlicensed producers is illegal.  Pursuant to M.G.L. c. 175,  
 183 and 184, the Company, or any agent thereof, cannot pay or allow, or offer to pay or 
ny valuable consideration or inducement not specified in the policy or contract, or any 
favor or advantage in the dividends or other benefits to accrue thereon.   

S
make an insurance contract for life insurance, life annuity or accident and health insurance other 
than as expressed in the insurance contract, or to pay, allow or give as inducement to purchase such 
insurance or annuity any rebate 
o
contract. 
 
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 

is Standard: 

  procedures to pay producers’ commissions in accordance with home 
itten contracts.   

 

 

th
 

The Company has
office approved wr
The Company’s producer contracts, and its home office policies and procedures, are 
designed to comply with provisions contained in statutory underwriting and rating 
requirements that prohibit special inducements and rebates.   

Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
ansaction testing procedures.  

c
tr
 
Transaction Testing Procedures:  Eide interviewed individuals with responsibility for commission 

rocessing and producer contracting.  In connection with the review of producer contracts, Eide 
 training materials and manuals 

r indications of rebating, commission cutting or inducements.  Eide also completed 1 transaction 
alkthrough of commission processing for individual policies, and 10 transaction walkthroughs for 

p
inspected new business materials, advertising materials, producer
fo
w
group policies, as group policies had considerably larger commissions. 
 

ransaction Testing ResultsT :   
 

Findings:  None. 
 

Observations:  Based on the results of Eide’s testing, it appears that the Company’s processes for 
prohibiting illegal acts including special inducements and rebating, are functioning in accordance 
with its policies and procedures, and with statutory underwriting and rating requirements. 
 
Recommendations:  None. 
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tandard VI-6S .  All forms including contracts, riders, endorsement forms and certificates are 
filed i w th the department of insurance, if applicable. 
 
M.G.L. 22, 22B, 24, 132, 132B, 132G, 134, 139, 192A, 193F, and 193H; 211 CMR  c. 175, §§ 2B, 
95.08, 95.12, and 98.17; Division of Insurance Bulletins 2001-05 and 2003-01. 
 
 
Objective:  This Standard is concerned with the appropriate filing of all forms and endorsements.   
 
Pur n
delivery icy form has 

een on file with the Commissioner for 30 days, or the Commissioner approves the form within the 

ver provisions in insurance contracts except as expressly provided.  
.G.L. c. 175, § 24 permits insurers to provide accidental death and disability benefits.  M.G.L. c. 

2B, 132G, and 134 require policy forms to be filed with the Commissioner for 
t least 30 days prior to use, and defines required contents of such forms including grace periods, 

ipation, etc.  M.G.L. c. 175, § 139 defines conditions in which 
policies maybe re-written or altered.  M.G.L. c. 175, § 192A allows loose leaf policies.  M.G.L. c. 
175, § nsions of time to approve policy forms, and § 193H sets forth the 
procedures for withdrawal of approval of policy forms by the Division, and the procedure to appeal 
such wit
 
211 CM d 211 CMR 
95.1  outlines the items that should be contained within an application for a variable life insurance 

 sets forth equity-indexed advertising and disclosure requirements.  
ivision of Insurance Bulletin 2001-05 requires that all policy form filings for life and annuities be 

ccompanied by a fully-completed form-filing checklist.  Finally, Division of Insurance Bulletin 

sua t to M.G.L. c. 175, § 2B, no policy form of insurance shall be delivered or issued for 
 to more than 50 policyholders in the Commonwealth, until a copy of the pol

b
30 day time frame.  No life, endowment or annuity policy form may be delivered unless it complies 
with a variety of readability guidelines. M.G.L. c. 175, § 22 sets forth unauthorized policy 
provisions, § 22B prohibits wai
M
175, § 132 sets forth a 30 day filing requirement, and identifies certain mandated provisions that 
must be contained within life, endowment and annuity policy forms before they are delivered.  
M.G.L. c. 175, §§ 13
a
contestability, dividend partic

193F allows exte

hdrawals.   

R 95.08 sets forth the policy form requirements for variable life products, an
2

policy.  211 CMR 98.17
D
a
2003-01 clarifies actuarial equivalents on annuity non-forfeiture benefits. 
 

ontrols AssessmentC :  The following key observations were noted in conjunction with the review of 

 The Company develops forms, rates, contract riders, endorsement forms, and illustrations 
 

information technology departments.   
Written Company underwriting guidelines are designed to reasonably assure consistency in 

mpany has a process to log and document Division approval of all such forms, 
ns contained in 

this Standard: 
 

by using multi-disciplined teams from its actuarial, marketing, legal, compliance and

 

classification of risks.  
 The Co

policy riders, endorsement forms and illustrations to comply with provisio
statutory underwriting and rating requirements. 

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 

ransaction Testing ProT cedures:  Eide interviewed individuals with responsibility for preparing 
rms, contracts, riders, endorsement forms, and illustrations.  Eide selected 85 policies written fo
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during the examination period, of which 52 were new business sales and 33 were declined or 
incomplete applications.  For each of the selected sale transactions, Eide verified that the policy 
forms, contract riders, endorsement forms and illustrations were approved by the Division. 
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon the testing performed, the Company utilized policy forms, 
contract riders, endorsement forms and illustrations approved by the Division. 

 
Recommendations:  None. 
 
 
Standard VI-7.  The company underwriting practices are not to be unfairly discriminatory.  
The company adheres to applicable statutes, rules and regulations, and company guidelines in 
selection of risks. 
 
M.G ..L  c. 175, §§ 24A, 120, 120A -120E, 122, 128, 130, and 193T; M.G.L. c. 176D, § 3(7); 211 
CM 3R 2.00. et seq. 
 
 

bjectiO ve:  This Standard is concerned with whether (a) the file documentation adequately supports 

ll as on the basis of genetic 
. 175, § 122 prohibits insurers from making a distinction on 

d African American persons.  M.G.L. c. 175, § 128 defines minors 
ho hav as competent to contract for life insurance for defined situations.  M.G.L. 

c. 175, o policy of life or endowment insurance shall be issued if it is dated or 

in unfair 
making or permitting any unfair discrimination between 

ss and equal expectation of life in the rates charged for any contract of 
fe insurance or of life annuity or in the dividends or other benefits payable thereon, or in any other 
f the terms and conditions of such contract; or (b) making or permitting any unfair discrimination 
etween individuals of the same class and of essentially the same hazard in the amount of premium, 
olicy fees, or rates charged for any policy or contract of accident or health insurance or in the 
enefits payable thereunder, or in any of the terms or conditions of such contract, or in any other 
anner whatsoever.”  Mortality tables must conform to the requirements set forth in 211 CMR 

2.00.   
 

decisions made; (b) the Company is following underwriting guidelines that both conform to state 
laws and have been filed where applicable; and (c) that no unfair discrimination is occurring 
according to the state’s definition of unfair discrimination.   
 
M.G.L. c. 175, § 24A prohibits sex as the sole criteria for refusing to issue or limit coverage.  
Pursuant to M.G.L. c. 175, § 120, no Company may discriminate between insureds of the same 
class and equal life expectancy with regard to premiums or rates charged for life or endowment 
insurance, or annuities, or on the dividends or other benefits payable thereon.  The Commonwealth 
specifically prohibits discrimination in the issuance of policies to mentally retarded persons 
(M.G.L. c. 175, § 120A), blind persons (M.G.L. c. 175, § 120B), individuals with DES exposure 
(M.G.L. c. 175, § 120C), abuse victims (M.G.L. c. 175, § 120D), as we
tests (M.G.L. c. 175, § 120E).  M.G.L. c
its rates between Caucasians an
w e reached age 15 

§ 130 states that n
takes effect more than six months before the date of the original application.  M.G.L. c. 175, § 193T 
prohibits discrimination based on blindness, mental retardation, or physical impairment. 
 
Pursuant to M.G.L. c. 176D, § 3(7), it is an unfair method of competition to engage 
discrimination, which is defined as: “(a) 
individuals of the same cla
li
o
b
p
b
m
3
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Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

 Company policy prohibits unfair discrimination in underwriting in accordance with M.G.L. 
c. 175, §§ 120, 120A-120E and M.G.L. c. 176D, § 3(7).   

 The Company’s policy is to utilize mortality tables that conform to the requirements set 

 
forth in 211 CMR 32.00.   

 Written Company underwriting guidelines are designed to reasonably assure consistency in
classification and rating of risks.  

 The Company has a process to log and document Division approval of all such forms, 
policy riders, endorsement forms and illustrations to comply with provisions contained in 
statutory underwriting and rating requirements. 

 
Controls Reliance: Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed individuals with responsibility for underwriting 
and classification of risks.  Eide selected 85 policies written during the examination period, of 
which 52 were new business sales and 33 were declined or incomplete applications.  For each of the 
selected sale transactions, Eide verified that the Company’s underwriting practices are not unfairly 
discriminatory, and that the Company complies with the statutes, rules and regulations noted above. 
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon Eide’s testing, the Company’s underwriting practices do not 
appear to be unfairly discriminatory, and the Company appears to comply with the statutes, 
rules and regulations noted above. 

 
Recommendations:  None. 

tandard VI-8

 
 
S .  Producers are properly licensed and appointed (if required) for the 
jurisdiction where the application was taken.  
 
 
Refer to
 
  
Sta r

 Standards IV-1 and IV-2 in the Producer Licensing Section. 

nda d VI-9.  Policies and riders are issued or renewed accurately, timely and completely.   
 
M.G.L. c. 175, §§ 123, 130, and 131 
 
 
Objective:  This Standard is concerned with whether the Company issues life policies and annuities 
timely and accurately.   
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is age at 
earest birthday on the date when the application was made.  M.G.L. c. 175, § 131 requires that a 

e endorsed upon or attached to the life policy or annuity contract.   
        

Control

Pursuant to M.G.L. c. 175, § 123, a written application is required for issuance of life policies.  
M.G.L. c. 175, § 130 provides that no life policy or annuity issued shall be dated more than six 
months prior to the application, if thereby the applicant would rate at an age younger than h
n
signed copy of the application b
  

s Assessment:  The following key observations were noted in conjunction with the review of 
the issuance of policies and contracts under this Standard: 
 

  compliance 
 §§ 123, 130 and 131.   
 all applications to ensure that they are complete and internally 

consistent.  

The Company has written underwriting guidelines and procedures that require
with M.G.L. c. 175,

 Supervisors review

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedure:  Eide interviewed individuals with responsibility for underwriting, 
policy issuance, rejections, declinations and reinstatements.  Eide selected 85 policies written 

uring the examination period, of which 52 were new business sales and 33 were declined or 
complete applications.  For each sale transaction selected, Eide verified that the contract was 

d
in
approved by underwriting and was issued in compliance with M.G.L. c. 175, §§ 123, 130 and 131. 
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based on the results of Eide’s testing, it appears that the Company’s 
processes for complying with M.G.L. c. 175, §§ 123, 130 and 131 are functioning in 
accordance with Company policies and procedures, and statutory underwriting and rating 
requirements.  

 
Recommendations:  None.   
 
 
Standard VI-10.  Rejections and declinations are not unfairly discriminatory. 
 
M.G.L. c. 175, §§ 120, 120A - 120E; M.G.L. c. 175I, § 12; M.G.L. c. 176D, § 3(7).     
 
 
Objective:  This Standard is concerned with the fairness of application rejections and declinations, 
and the communication of such reasons to the policyholder when required.   
 
Pursuant to M.G.L. c. 175, § 120, no Company may discriminate  between insureds of the same 
class and equal life expectancy with regard to premiums or rates charged for life or endowment 
insurance, or annuities, or on the dividends or other benefits payable thereon.  The Commonwealth 
specifically prohibits discrimination in the issuance of policies to mentally retarded persons 
(M.G.L. c. 175, § 120A), blind persons (M.G.L. c. 175, § 120B), individuals with DES exposure 
(M.G.L. c. 175, § 120C), abuse victims (M.G.L. c. 175, § 120D), as well as on the basis of genetic 
ests (M.t G.L. c. 175, § 120E). 
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, § 12 states that an adverse underwriting decision may not be based, in whole or in 
art, on a previous adverse underwriting decision, on personal information received from certain 

insuranc
 
Pursuan
disc i
individu
life u
of the te ct; or (b) making or permitting any unfair discrimination 
betw n
policy f
benefits onditions of such contract, or in any other 

anner whatsoever.” 

 
M.G.L. c. 175I
p

e-support organizations or on sexual orientation.  

t to M.G.L. c. 176D, § 3(7), it is an unfair method of competition to engage in unfair 
rim nation, which is defined as: “(a) making or permitting any unfair discrimination between 

als of the same class and equal expectation of life in the rates charged for any contract of 
ins rance or of life annuity or in the dividends or other benefits payable thereon, or in any other 

rms and conditions of such contra
ee  individuals of the same class and of essentially the same hazard in the amount of premium, 

ees, or rates charged for any policy or contract of accident or health insurance, or in the 
 payable there under, or in any of the terms or c

m
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
the issuance of life policies under this Standard: 

ination.   

ontrols

 
 The Company has written underwriting guidelines and policies that prohibit discrimination 

and comply with statutory underwriting and rating requirements as set forth in M.G.L. c. 
175, §§ 120-120E, M.G.L. c. 175I, § 12 and M.G.L. c. 176D, § 3(7).   

 The Company’s home office underwriting approval processes and procedures, its training 
of home office underwriters and its communications with producers are designed to 
prohibit unfair discrim

 
C  Reliance:  Controls tested via docum

rating inquiry appe
entation inspection, procedure observation and/or 

corrobo ar to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.
 
Transac

  

tion Testing Procedures:  Eide interviewed individuals with responsibility for underwriting, 
ssuance, rejections, declinations apolic

d
y i nd reinstatements.  Eide selected 85 policies written 

new business sales and 33 were declined or 
r each new business policy file reviewed, Eide verified that the contract 

as approved by underwriting with no evidence of discriminatory rates or contract provisions. 
 addition, Eide tested 33 declined or incomplete applications, or applications approved by 

y’s written underwriting guidelines.  Eide further 
erified that the Company gave written notice of reasons for an adverse decision to rejected or 
enied applicants, in accordance with statutory underwriting and rating requirements. 

ransaction Testing Results

uring the examination period, of which 52 were 
incomplete applications.  Fo
w
In
underwriting but not accepted by the applicant.  Eide verified that the reason for the declination or 
non-issuance was in accordance with the Compan
v
d
 
T :   
 

Findings:  None. 
 
Observations:  Based on the results of Eide’s testing, it appears that the Company’s 
processes for prohibiting unfair discrimination in underwriting and selection of risks are 
functioning in accordance with Company policies and procedures, and statutory 

ecommendations

underwriting and rating requirements. 
  
R :  None.   
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Standard VI-11.  Cancellation/non-renewal reasons comply with policy provisions and state 
laws and company guidelines. 
 
M.G.L. c. 175, §§ 132(2), 187H, 193, and 193G.     
 
 
Objective:  This Standard is concerned with whether (a) the reasons for a cancellation or non-
renewal are valid according to policy provisions and state laws; (b) the procedures for cancellation 
nd non-renewal follow appropriate guidelines; and (c) policy procedures do not incorporate any 

unfairly
and S a
 
M.G.L. c. 175, § 132(2) requires that a policy be incontestable after being in force for two years, 

nless t n: (1) non-payment of premium; (2) a violation of the terms of the policy for 

xists.  Pursuant to M.G.L. c. 75, § 187H written notice of the 10 day free look option is required 

a
 discriminatory practices. Refer to Standard V-2 for discussion of Company cancellations 

t ndard VI-12 for rescissions.  

u here has bee
military service during wartime; or (3) (if the company adds such language) the policy is being 
contested for the purpose of disability benefits or accidental death benefits.   Insurance policies 
issued in Massachusetts are contestable after two years in force when evidence of insurance fraud 

1e
on all policies with a face value less than $25,000.  Pursuant to M.G.L. c. 175, § 193 policies issued 
in violation of law are valid but rights and obligations are controlled by this chapter.  Finally, 
M.G.L. c. 175, § 193G provides rules for resubmission of previously denied policy forms.   
 
Controls Assessment:  Not applicable. The Company does not have a contractual right to cancel 
absent the conditions set forth above.  In such cases, the policy may be rescinded.  Refer to 

Control

Standard VI-12.   
 

s Reliance:  Not applicable. 
 
Transaction Testing Procedures:  Not applicable. 

tion Testing Results
 
Transac : Not applicable. 

endations
 

ecommR :  None.   

tandard VI-12

 
 
S .  Rescissions are not made for non-material misrepresentation. 
 
M.G.L. c. 175, § 132(2). 
 
 
Objective:  This Standard is concerned with whether (a) rescinded policies indicate a trend toward 

tandards. Refer to Standard V-2 for discussion of Company cancellations.   

post-claim underwriting practices; (b) decisions to rescind are made in accordance with applicable 
statutes, rules and regulations; and (c) Company underwriting procedures meet incontestability 
s
Pursuant to M.G.L. c. 175, § 132(2), the Company does not have a contractual right to cancel 
unless there has been: (1) non-payment of premium; (2) a violation of the terms of the policy for 
military service during wartime; or (3) (if the company adds such language) the policy is being 
contested for the purpose of disability benefits or accidental death benefits.  Insurance policies 
issued in Massachusetts are contestable after 2 years in force if evidence of fraud exists.  
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
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Cases considered for rescission are reviewed by at least two individuals in underwriting. 

 
 The Company’s underwriting process considers the risk of material misrepresentation by 

applicants, and attempts to corroborate information received from them such as health 
status.  

 

 All decisions to rescind are reviewed by the legal staff. 
 Rescissions are based on material misrepresentations, and apply only to policies within the 

first two years after the sale.  
 
Controls Reliance: Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 

ransaction Testing PT rocedures:  Because grounds for rescission in Massachusetts are limited and 
such incidents are rare, Eide relied on testing performed in other areas for compliance.  
 

ransaction Testing ResultsT :   
 

Findings:  None. 
 
Observations:  In the performance of other examination procedures, Eide noted no 
instances of rescission in violation of M.G.L. c. 175, § 132(2).  

endations
 

ecommR :  None. 
 
 
Standard VI-13.  Pertinent information on applications that forms a part of the policy is 
complete and accurate. 
 
 
Objective:  This Standard is concerned with whether (a) the requested coverage is issued; (b) the 
Company has a verification process in place to determine the accuracy of application information; 
(c) applicable non-forfeiture options and dividend options are indicated on the application; (d) 
changes and supplements to applications are initialed by the applicant; and (e) supplemental 
applications are used where appropriate.  
 
Controls Assessment:  Refer to Standard VI-2 and Standard VI-9. 
 

ontrols RelianceC :  Refer to Standard VI-2 and Standard VI-9. 
 

ransaction Testing ProcedureT s:  Refer to Standard VI-2 and Standard VI-9. 

Transac s
 

tion Testing Result :  Refer to Standard VI-2 and Standard VI-9. 
 
Findings:  Refer to Standard VI-2 and Standard VI-9. 
 
Observations:  Refer to Standard VI-2 and VI-9. 

 
Recommendations:  Refer to Standard VI-2 and Standard VI-9. 
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Standard VI-14.  The company complies with the specific requirements for AIDS-related 
concerns in accordance with statutes, rules and regulations.  
 
211 CMR 36.04-36.08        
 
 
Objective:  This Standard is concerned with ensuring that the Company does not use medical 
records indicating AIDS-related concerns to discriminate against applicants without medical 
evidence of disease.  No forms used by the Company should require sexual orientation disclosure.   
 
211 CMR 36.04 sets forth prohibited practices with respect to AIDS-related testing and AIDS-

lated information.  Pursuant to 211 CMR 36.05, an applicant must give prior written informed re
consent in order for an insurer to conduct an AIDS-related test.  Additionally, 211 CMR 36.06 
requires that the insurer notify the insured, or his/her designated physician, of a positive test result 
within 45 days after the blood sample is taken.  211 CMR 36.07 defines the confidentiality 
requirements and 211 CMR 36.08 defines the application of the standard. 
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
  

 The Company’s new business submission requirements include specific requirements to 

 The Company’s procedures require the applicant to acknowledge in writing that he or she 
 regarding the tests for HIV status that are required as part of 

policy underwriting.   

ontrols Reliance

comply with 211 CMR 36.04-36.06 in life insurance underwriting.  
 The Company provides a specific form that includes disclosures required by 211 CMR 

36.05 which is provided at the time an application for insurance is taken.   

understands his or her rights

 
C :  Controls tested via documentation inspection, procedure observation and/or 

 reliable to be considered in determining the extent of 
transaction testing procedures.  

ransaction Testing Procedures

corroborating inquiry appear to be sufficiently

 
T :  As a part of Eide’s testing of 52 new business sales, Eide verified 

at the Company obtained a signed copy of the Massachusetts AIDS testing disclosure notice from 

ts

th
the applicant as required by 211 CMR 36.05. 
 
Transaction Testing Resul :   

Findings
 

:   None.  
 
Observations:   Based on the results of Eide’s testing, it appears that the Company’s 
application processes comply with the specific requirements for AIDS – related concerns in 
accordance with statutes, rules and regulations.  

 
Recommendations:  None.  
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II. CLAIMS 
 
 
Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s 
inte l us 
informa  the Company.  
 
 

tanda

V

rna  control environment, policies and procedures (b) the Company’s response to vario
tion requests, and (c) a review of several types of files at

S rd VII-1.  The initial contact by the company with the claimant is within the required 
time frame. 
 
M.G.L. c. 176D, § 3(9) (b). 
 
 
Objective:  The Standard is concerned with the timeliness of the Company’s contact with the 
laimant.   c

 
ursuant to M.G.L. c. 176D, § P

acknowledge and act reasonabl
3(9) (b), unfair claim settlement practices include failure to 

y promptly upon communications with respect to claims arising 
under insuran
 
Control

ce policies.  

s Assessment:  The following key observations were noted in conjunction with the review of 
dard: this Stan

 es govern the claims handling process. 
 Company policy is to send claim forms within one to two business days after receiving 

tions are logged into the claims system.  
 Company claims management accesses the claim system daily to monitor open claims. 

Company claims management performs monthly claim audits to examine compliance with 

 
Written Company policies and procedur

notification of the claim.   
 All claim notifica

 

Company claim policies. 
 Company claims management uses exception reports to measure operational effectiveness 

and claim processing time. 
 

ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 
ered in determining the extent of corroborating inquiry appear to be sufficiently reliable to be consid

ansaction testing procedures.  tr
 

ransaction Testing ProceduresT :  Eide interviewed Company personnel to understand claim 
nd completed claim 
 processed during the 

easonably timely.   

Transac

handling processes, obtained documentation supporting such processes, a
alkthrough transactions to confirm such processes.  Eide selected 58 claimsw

examination period to verify that the initial contact by the Company was r
 

tion Testing Results:   
 

Findings:  None. 
 
Observations:  Eide noted that the 58 claims selected
Company’s policies and procedures, and that the in

 were processed according to the 
itial contact by the Company was 

reasonably timely.  Based on the results of Eide’s testing, it appears that the Company’s 
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. 
processes for handling death and disability claims are functioning in accordance with their 
policies and procedures, and with statutory requirements

 
Recommendations:  None. 
 
 
Standard VII-2.  Investigations are conducted in a timely manner.   
 
M.G.L. c. 176D, § 3(9)(c); M.G.L. c. 175, §§ 24D and 24F; Division of Insurance Bulletin 
2001-07.    
 
 
Objective:  The Standard is concerned with the timeliness of the Company’s claim investigations.   
 
Pursuant to M.G.L. c. 176D, § 3(9) (c), unfair claim settlement practices include failure to adopt 
and implement reasonable standards for the prompt investigation of a claim.  M.G.L. c. 175, § 24D 

quires interception of non-recurring payments for past due child support, and M.G.L. c. 175, § 

id taxes.  Division of Insurance Bulletin 2001-07 requires that, upon receipt of a 
ngle claim and proof of the insured's loss, the Company is required to search with due diligence 

its o
pol s
 
Con l

re
24F requires communication with the Massachusetts Department of Revenue (“MADOR”) 
regarding unpa
si

rec rds, as well as the records of its Massachusetts subsidiaries and affiliates, for additional 
icie  insuring the same individual.  

tro s Assessment:  The following key observations were noted in conjunction with the review of 
ndard: this Sta

 
 

de within 45 days based on ERISA guidelines. 

 All claimant names are matched against the Office of Foreign Asset Control list to 

t occurs before any adverse action is taken.  
ment performs monthly claim audits to examine compliance with 

ng processes. 
 

Control

Company policy is that investigations begin within two business days from receipt of claim 
and determinations ma

 Written Company procedures also include multi-policy search processes in which internal 
databases are scanned using social security number, name and policy number, in 
compliance with Division of Insurance Bulletin 2001-07. 

determine if the benefit recipient appears on the list. 
 All claim investigations involve a number of supervisory reviews, and for individual life 

claims a referral to the legal departmen
 Company Claims manage

Company claim handli

s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transact
 
Transac

ion testing procedures.  

tion Testing Procedures:  Eide interviewed Company personnel to understand the claims 
vestigation and multi-policy search processes, and obtained documentation supporting these 

above procedures were performed on all 58 claims tested.  

ransaction Testing Results

in
processes.  Eide noted that the 
 
 
 
T :  
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Findings:  None. 
 
Observations:  Based on the results of Eide’s review, it appears that the Company’s 

ecommendations

processes for investigating claims and performing multi-policy searches are functioning in 
accordance with policies and procedures, as well as statutory and regulatory requirements. 

 
R :  None. 

-3

 
 
Standard VII .  Claims are resolved in a timely manner. 
 
M.G.L. c. 176D, § 3(9) (f). 
 
 
Objective:  The Standard is concerned with the timeliness of the Company’s claim settlements.   
 
Pursuant to M.G.L. c. 176D, § 3(9)(f), unfair claims settlement practices include failing to 

ontrols Assessment

effectuate prompt, fair and equitable settlements of claims in which liability has become reasonably 
clear.   
 
C :  The following key observations were noted in conjunction with the review of 

 

s. 

this Standard: 
 

Written Company policies and procedures govern the claims handling process. 
 Company policy is to send claim forms within two business days after receiving 

notification of the claim.   
 All claim notifications are logged into the claims system.  
 Company claims management accesses the claim system daily to monitor open claims. 
 Company claims management performs monthly claim audits to examine compliance with 

Company claims policies. 
 Company policy is to investigate and settle all claims within five business days of receiving 

the required paperwork. The Company follows the ERISA guidelines of 45 days for claims 
subject to those requirement

 Company claims management uses exception reports to measure operational effectiveness 
and claim processing time.  

 
ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 

corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed Company personnel to understand its 

andling processes, obtained documentation supporting such processes, and completed 11 
claim 
claim 

confirm such processes.  Eide reviewed 58 claims from the 
xamination period to verify that claim settlements were reasonably timely.  

Transaction Testing 

h
walkthrough transactions to 
e
 

Results:   
 

Findings: The Company took six business days to make a final decision on one of 58 
tested claims, where its policy is to resolve claims within five business days of receipt of 
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proper documentation. While this may be a reasonable response time under M.G.L. c. 
176D, § 3(9)(f), it violated Company policy. 

Observations: Excluding the above identified exception, Eide noted that claims were 
timely processed according to the Company’s policies and procedures.  Based on the 
results of Eide’s testing, it appears that the Company’s processes for handling death and 

s and procedures, and with 
statutory requirements. 

ations

disability claims are functioning in accordance with their policie

 
Recommend :  The Company should review its procedures related to the timeliness of claim 
ettlements to ensure that all claims are resolved according to company policy. 

tandard VII-4

s
 
 
S .  The company responds to claim correspondence in a timely manner.   
 
M.G.L. c. 176D, §§ 3(9)(b), and 3(9)(e). 
 
 
Objective:  The Standard is concerned with the timeliness of the Company’s response to all claim 
correspondence.   
 
Pursuant to M.G.L. c. 176D, § 3(9)(b), unfair claims settlement practices include failure to act 

asonably promptly upon communications with respect to claims arising under insurance policies.  

 after proof of loss statements have been completed an unfair trade practice. 

Contr l

re
M.G.L. c. 176D, § 3(9)(e) considers failure to affirm or deny coverage of claims within a 
reasonable time
 

o s Assessment:  The following key observations were noted in conjunction with the review of 
Sta dard: this n

 
 

  five business days of receiving 

 ms audits to examine compliance with 

 
Con l

Company policy is to respond to claim questions in a timely manner.  
Company policy is to respond to correspondence within
required paperwork.   
Company claims management performs monthly clai
Company claim policies. 

tro s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
rating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

 
corrobo
transaction testing procedures.  
 
Transaction Testing Procedures: Eide interviewed Company personnel to understand claim 
handling processes, obtained d

alkthrough transactions to confirm
ocumentation supporting such processes and completed 11 claim 

 such processes.   Eide selected 58 claims from the examination w
period to verify that the Company timely answered policyholder claim correspondence.  
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Eide noted that claim correspondence was answered reasonably timely 
according to the Company’s policies and procedures.  Based on the results of Eide’s 
testing, it appears that the Company’s processes for handling death and disability claim 
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e functioning in accordance with their policies and procedures, and 
atutory requirements. 

Recomm

correspondence ar
st

endations:   None. 

 
Standard VII-5.  Claim files are adequately documented.   
 
M.G.L. c. 175, § 24D.       
 
 
Objective:  The Standard is concerned with the adequacy of information maintained in the 

ompany’s claim records related to claim decisions.   

or 
ast due child support. 

C
 
Claim payments must comply with M.G.L. c. 175, § 24D to intercept non-recurring payments f
p
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 

intained in the file, including: 
ο Certified copy of the insured’s  certificate 

 ent performs monthly claim audits to examine the Company’s 

 

m processing activities.  
 
Control

  
 Company claim processing guidelines require that key information be completed, signed, 

and ma

ο Other relevant proof of loss 
ο Applicable clinical /other investigative correspondence 
ο Other pertinent written communication 
ο Documented or recorded telephone communication 
ο Proof of payment to claimant or beneficiary 
Company claims managem
compliance with its claim policies. 
Company claims management uses reports measuring operational effectiveness and 
processing time to monitor clai

s Reliance:  Controls tested
ating inquiry appear to be suffic

 via documentation inspection, procedure observation and/or 
orrobor iently reliable to be considered in determining the extent of c

transaction testing procedures.  
 
Transaction Testing Procedures: Eide interviewed Company personnel to understand its claim 

andling processes, obtained dh ocumentation supporting such processes, and completed claim 
walkthrough transactions to confirm such processes. Eide selected 58 claims from the examination 
period to verify that claim files were adequately documented.  
 
Transaction Testing Results:   
 

Findings:   Eide foun
child support owed by

d that documentation regarding the search for back taxes and back 
 claimants was not timely in ten of the 58 files tested. The search 

page in these 10 files was printed and put in the file months after the claimant was paid.  
Eide concluded that it was likely the 10 searches were done at the time each check was 
written, considering that the searches for the other 48 tested files had been done and were 
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e back with nothing owed by the claimant.  
owever, the Company did not print and retain the search page in the file at the time of the 

documented with printouts on the same day the claim checks were written. Further, new 
searches printed and put in the files all cam
H
initial search.       
 
Observations: Based on the testing results, it appears the Company’s claim file 
documentation is not functioning in accordance with Company policies and procedures.  
Eide discussed this problem with the Company, who had previously identified the problem 
and in March 2005 implemented a checklist to rectify it.  This checklist of all the items to 

d found evidence of 
their implementation.  

be included in the file must be signed by a manager before the file can be closed.  Eide 
performed a walkthrough for 10 policies to test the new procedures, an

 
Recommendations:  The Company should regularly monitor the corrective actions it implemented 

 March 2005 to adequately document the search for back taxes and back child support owed by in
claimants.  
 
 
Standard VII-6.  Claim files are handled in accordance with policy provisions and state law.  
 
M.G.L. c. 175, §§ 22I, 24D, 119B, 119C, 125, 132C, and 135; M.G.L. c. 176D, §§ 3(9) (d), and 
3(9) (f); Division of Insurance Bulletin 2001-07.       
 
 
Objective:  The Standard is concerned with whether the claim appears to have been paid for the 
ppropriate amount, to the appropriate beneficiary/payee, and includes applicable interest.   

.G.L. c. 176D, § 3(9) (d), unfair claim settlement practices include refusal to pay 
laims without conducting a reasonable investigation based upon all available information.  

Moreov  fair and equitable 
settl e
M.G . 
settleme must comply with M.G.L. c. 175, § 24D to intercept non-recurring 
pay
paid bey  of death.  M.G.L. c. 175, § 119C requires that if it has received 

roof of loss, the Company must pay interest on claims beginning 30 days after death of the 

premiums.  M.G.L. c. 175, § 135 defines situations 
here group life certificate-holders’ creditors have claims to policy proceeds or paid premiums.  

ontrols Assessment

a
 
Pursuant to M
c

er, M.G.L. c. 176D, § 3(9)(f) considers failure to effectuate prompt,
em nts of claims in which liability has become reasonably clear an unfair trade practice. 
.L c. 175, § 22I allows insurers to retain unpaid premium due to the insurer from claim 

nts.  Claim payments 
ments for past due child support.  M.G.L. c. 175, § 119B requires insurers to refund premiums 

ond the end of the month
p
insured.  M.G.L. c. 175, § 125 defines situations where beneficiaries’ creditors have claims to 
policy proceeds or paid premiums.  M.G.L. c. 175, § 132C defines situations where annuitants’ 
creditors have claims to policy proceeds or paid 
w
Bulletin 2001-07 requires that, upon receipt of a single claim and the insured’s proof of loss, the 
Company is required to search with due diligence its records, as well as the records of its 
Massachusetts subsidiaries and affiliates, for additional policies insuring the same individual.  
 
C :  The following key observations were noted in conjunction with the review of 

 es govern the claims handling process. 
 

 

this Standard: 
 

Written Company policies and procedur
Company policy is to send claim forms within two business days after receiving 
notification of the claim.   
All claim notifications are logged in the claims system.  
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 ment performs monthly claims audits to examine compliance with 

to investigate and settle all claims within five business days of receipt 
of required paperwork. 

to measure operational effectiveness 

procedures to comply with requirements in M.G.L. c. 175, § 24D to 
intercept non-recurring payments for past due child support for life policy distributions. 

 Company procedures also include multi-policy search processes in which internal databases 

Company claims management accesses the claims system daily to monitor open claims. 
Company claims manage
Company claims policies. 

 Company policy is 

 Company claims management uses exception reports 
and claim processing time.  

 The Company has 

are scanned using social security number, name and policy number in compliance with 
Bulletin 2001-07. 

 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

sting Procedures:

transaction testing procedures.  
 
Transaction Te  Eide interviewed Company personnel to understand the claims 

ndling and intercept program processes, obtained documentation supporting these processes, and 
com
from the m files were adequately handled.  
 
Transac n

ha
pleted 11 claim walkthrough transactions to confirm such processes.  Eide selected 58 claims 

 examination period to verify that clai

tio  Testing Results:   
 

Findings:  None. 
 
Observations:  Eide noted that that files for the 58 clai
handled according to the Company’s policies and pro

ms tested were appropriately 
cedures, as well as statutory and 

es of back taxes or back child support due 

 
Recomm

regulatory requirements.  There were no instanc
in any of the 58 tested claims.  

endations:  None. 
 
 
Standard VII-7.  Company claim forms are appropriate for the type of product.   
 
 
Objective:  The Standard is concerned with the Company’s use of claim forms that are proper for 
the type of product.   
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 

 The Company has developed unique claim forms tailored to each type of claim, and 
e form to claimants when they report a claim. 

 y will not process claims unless submitted on the appropriate claim form. 
 
Control

provides the appropriat
The Compan

s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
rating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
ion testing procedures.  

corrobo
transact
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Transaction Testing Procedures:  Eide interviewed Company personnel to understand the claim 
 process, obtained documentation supporting this process, and completed 11 claim 
ugh transactions to confirm this process. Eide selected 58 claims from the examination 
 verify that the Co

handling
walkthro
period to mpany provided claim forms appropriate for the type of product.  
 
Transaction Testing Results:   

Findings
 

:  None. 
 
Observations:  Eide noted that claim forms for the 58 claims tested were appropriate and 
used in accordance with the Company’s policies and procedures.  

 
ecommendationsR :  None. 

II-8

 
 
Standard V .  Claim files are reserved in accordance with the company’s established 
procedures.   
 
 
No work performed.  All required activity for this Standard is included in the scope of the ongoing 

tandard VII-9

statutory financial examination of the Company.  
 
 
S .  Denied and closed-without-payment claims are handled in accordance with 
policy provisions and state law.  
 
M.G.L. c. 176D, §§ 3(9)(d), 3(9)(h), and 3(9)(n). 
 
 
Objective:  The Standard is concerned with the adequacy of the Company’s decision-making and its 
documentation of denied and closed-without-payment claims.   
 
Pursuant to M.G.L. c. 176D, § 3(9) (d), unfair claims settlement practices include refusal to pay 
claims without conducting a reasonable investigation based upon all available information.  
Pursuant to M.G.L. c. 176D, § 3(9)(h), unfair claims settlement practices include attempting to 
settle a claim for an amount less than a reasonable person would have believed he or she was 
entitled to receive.  M.G.L. c. 176D, § 3(9) (n) considers failure to provide a reasonable and prompt 
explanation of the basis for denial of a claim an unfair claim settlement practice. 
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 
this Standard: 
 

Company policy requires that written claim denials state the contractual basis for non- 

im investigations and denied claims involve a number of supervisory reviews, and 
for individual life claims referral to the legal department occurs before the Company takes 

payment and inform the claimant of their right to appeal. 
 All cla

any adverse action.  
 Company claims management performs monthly claim audits to examine compliance with 

Company claim policies. 
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the 

 
Con l

 Denied and closed-without-payment claims are rare for the products offered by 
Company.  

tro s Reliance:  Controls tested via documentation inspection, procedure observation and/or 
rating inquiry appear to be sufficiently reliable to be considered in determining the extent of corrobo

transact
 
Transac

ion testing procedures.  

tion Testing Procedures: Eide interviewed Company personnel to understand the claim 
dling process for denied and closed-without-payment claims, obtained documentation 

ing these processes, and completed 11 claim walkthrough transactions to confirm th
han
support ese 
proc se
Compan
examina randomly selected one of these four claims and performed substantive 
rocedures including review of claim file to determine that the claim was handled in accordance 

es s.  None of the 58 claims selected were denied or closed-without-payment, but the 
y indicated that it had a total of four denied or closed-without-payment claims during the 
tion period.  Eide 

p
with policy provisions and legal requirements.  
 
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  Based upon the procedures performed on one of four denied or closed-
without-payment claims, such claims appear to be appropriately handled in accordance 
with the Company’s policies and procedures and statutory requirements. 

ecommendations:
 
R   None. 
 
 
Standard VII-10.  Cancelled benefit checks and drafts reflect appropriate claim handling 
practices.   
 
 

o work performed.  All required activity for this Standard is included in the scope of the ongoing 
ion of the Company.  

N
statutory financial examinat
 
 
Standard VII-11.  Claim handling practices do not compel claimants to institute litigation, in 
cases of clear liability and coverage, to recover amounts due under policies by offering 
substantially less than is due under the policy. 
 
M.G.L. c. 176D, §§ 3(9)(g), and 3(9)(h). 
 
 
Objective:  The Standard is concerned with whether the Company’s claim handling practices force 
clai n
substant
 

urs n  (a) 

ma ts to (a) institute litigation for the claim payment, or (b) accept a settlement that is 
ially less than what the policy contract provides for.   

P ua t to M.G.L. c. 176D, §§ 3(9)(g) and 3(9)(h), unfair claims settlement practices include
compelling insureds to institute litigation to recover amounts due under an insurance policy by 
offering substantially less than the amounts ultimately recovered in actions brought by such 
insureds, and (b) attempting to settle a claim for less than the amount to which a reasonable person 
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would have believed he or she was entitled, by reference to written or printed advertising material 
accompanying or made part of an application. 
 
Controls Assessment:  The following key observations were noted in conjunction with the review of 

is Standard:   
ing guidelines require the uniform and consistent handling of claim 

yment of claims.   
 monthly claim audits to examine compliance with 

 

th
 Company claims handl

settlements and pa
ompany claims management performs C

Company claim policies. 
Company claims management uses reports measuring operational effectiveness and 
processing times to monitor claim processing activities.  

 
ontrols RelianceC :  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 

sting Procedures

c
transaction testing procedures.  
 

ransaction TeT :  Eide interviewed Company personnel to understand the claim 
andling process, obtained documentation supporting this process, and completed claim 

ransaction Testing Results

h
walkthrough transactions to confirm this process.  Eide selected 58 claims processed during the 
examination period to verify the Company’s compliance with its claim handling procedures.  
 
T :   
 

Findings:  None. 
 
Observations:  Eide noted that that none of the 58 clai
policyholders were compelled to institute l

ms selected appeared to reflect that 
itigation to receive claim payments.  

 
Recommendations:  None. 
 
 
Standard VII-12.  The company provides the required disclosure material to policyholders at 
the time an accelerated benefit payment is requested. 
  
211 CMR 55.00.     
 
 

bjectiveO :  The Standard is concerned with whether the Company gives claimants the required 

0 outlines the disclosure requirements for life insurance policies with accelerated 
enefit provisions. 

 
Control

disclosure material when they request an accelerated benefit payment.   
 
211 CMR 55.0
b

s Assessment:  The following key observations were noted in conjunction with the review of 
this n
   

 licies and procedures govern the accelerated benefit payment process. 

 The Company logs all claim notifications into the claim system to monitor open claims. 

Sta dard: 

Written Company po
 Company policy is to send claim forms within two business days after receiving 

notification of the claim. 
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Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
orroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of c

transaction testing procedures.  
 
Transaction Testing Procedures:  Eide interviewed Company personnel to understand the 
accelerated benefit payment process, obtained documentation supporting this process, and 
completed claim walkthrough transactions to confirm this process.  Eide selected 58 claims 
processed during the examination period to verify the Company’s compliance with its claim 
handling process. 
   
Transaction Testing Results:   
 

Findings:  None. 
 
Observations:  None of the 58 policies selected with payments due were accelerated 

 the Company disclosed accelerated benefit payment information 
upon policy issuance.  Based on the results of Eide’s testing, it appears that the Company’s 

ling accelerated benefit payment requests are functioning in accordance 
y requirements. 

 
Recomm

benefit payments, and

processes for hand
ith their policies, procedures and statutorw

endations:  None. 
 
 
Standard VII-13.  The company does not discriminate among insured with differing 
qualifying events covered under the policy or among insured with similar qualifying events 
covered under the policy.  
 
M.G.L. c. 176D, § 3. 
 
 
Objective:  The Standard is concerned with whether the Company’s claim handling practices 
discriminate against insureds with similar qualifying events covered under its policies.   

.G.L. c. 176D § 3 states that companies may not discriminate among insureds with different 
 
M
qualifying events covered under the policy, or among insureds with similar qualifying events 
covered under the policy. 
 

ontrols AssessmentC :  The following key observations were noted in conjunction with the review of 

 Company claim handling guidelines require the uniform and consistent handling of claim 

this Standard: 
 

settlements and payments. 
 Company claims management performs monthly claim audits to examine the Company’s 

compliance with its claim policies. 
 Company claims management uses reports measuring operational effectiveness and 

processing times to monitor claims processing activities. 
 
Controls Reliance:  Controls tested via documentation inspection, procedure observation and/or 
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent of 
transaction testing procedures.  
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Transaction Testing Procedures:  Eide interviewed Company personnel to understand the claim 

andling process, obtained documentation supporting this process, and completed claim 

iod to verify that the Company is not unfairly discriminating against claimants.  
 
Transac

h
walkthrough transactions to confirm this process.  Eide selected 58 claims processed during the 
examination per

tion Testing Results:   
 

Findings:  None. 
 
Observations: Eide noted that no claim of the 58 tested appeared to reflect that the 
Company unfairly discriminates against claimants. 

 
Recommendations:  None. 
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UMMARY 

ment, complaint handling, marketing and sales, producer 

S
 
Based upon the procedures performed in this comprehensive examination, Eide has reviewed and 
ested Company operations/managet

licensing, policyholder service, underwriting and rating, and claims as set forth in the NAIC Market 
Conduct Examiner’s Handbook, the market conduct examination standards of the Division, and the 
Commonwealth of Massachusetts insurance laws, regulations and bulletins.  Eide has made 
recommendations to address various concerns related to company operations and management, 
complaint handling and claims.  
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lly 
on procedures to the corporate records of the Company in order for 
he Commonwealth of Massachusetts to perform a comprehensive 

arket c n (“comprehensive examination”) of the Company.  

 
The un
encomp n of the examination performed, which 

and substantially complied with, those standards established by the 
Insurance Commissioners (NAIC) and the NAIC Market Conduct 

Examiners’ Handbook.  This participation consisted of involvement in the planning (development, 
supervision and review of agreed-upon procedures), administration and preparation of the 
comprehensive examination report.  In addition, Dorothy K. Raymond of the Division’s Market 
Conduct Section participated in the examination and in the preparation of this report. 
 
The cooperation and assistance of the officers and employees of the Company extended to all 
examiners during the course of the examination is hereby acknowledged. 
 
 
 
 
 
 
 
 
 
 
Matthew C. Regan III 
Director of Market Conduct &  
Examiner-In-Charge 
Commonwealth of Massachusetts 
Division of Insurance 
Boston, Massachusetts  

 
ACKNOWLEDGEMENT 
 

 
his is to certify that the undersigned is duly qualified and that, in conjunction with Eide BaiT

LLP, applied certain agreed-up
he Division of Insurance of tt

m onduct examinatio

dersigned’s participation in this comprehensive examination as the Examiner-In-Charge 
assed responsibility for the coordination and directio

was in accordance with, 
National Association of 
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