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September 19, 2011

Honorable Joseph G. Murp
Commissioner of Insuran
Commonwealth of Massachusi
Division of Insurance

1000 Washington Street, Suite !
Boston, Massachusetts 02:-620(

Dear Commissioner Murphy:

Pursuant to your instructions and in accordanck Missachusetts General Laws, Chapter 175, Sektan
comprehensive examination has been made of theetnzwkduct affairs of

M ASSACHUSETTSM UTUAL LIFE INSURANCE COMPANY
at their home offices located at:

1295 State Street
Springfield, MA 01111

The following report thereon is respectfully suldeut



REPORT OF THE COMPREHENSIVE MARKET CONDUCT EXAMINATN OF
MASSACHUSETTSMUTUAL LIFE INSURANCE COMPANY

SCOPE OF EXAMINATION

The Massachusetts Division of Insurance (the “Divisioniduected a comprehensive market conduct
examination of Massachusetts Mutual Life Insurance Compaey‘@Gompany”) for the period January
1, 2009 to December 31, 2009. The examination was called putsuanthority in Massachusetts
General Laws Chapter (“M.G.L. c.”) 175, Section 4. Theksiaconduct examination was conducted at
the direction of, and under the overall management and coftitbleomarket conduct examination staff
of the Division. Representatives from the firm of Rudmos&dler Advisors, LLC (“RNA") were
engaged to complete certain agreed upon procedures.

EXAMINATION APPROACH

A tailored audit approach was developed to perform the exéionnaf the Company using the guidance
and standards of th2009 NAIC Market Regulation Handbook, (“the Handbook”) the market conduct
examination standards of the Division, the Commonwealthadgddchusetts’ insurance laws, regulations
and bulletins, and selected federal laws and regulatiof$ procedures were performed under the
management, control and general supervision of the market comdutination staff of the Division,
including procedures more efficiently addressed by the coerubDivision financial examination. For
those objectives, market conduct examination staff discuss@ewed and used procedures performed
by the Division’s financial examination staff to the extéeémed necessary, appropriate and effective, to
ensure that the objective was adequately addressedfolldwing describes the procedures performed
and the findings for the workplan steps thereon.

The basic business areas that were reviewed under thignexiamwere:

I.  Company Operations/Management
II.  Complaint Handling

lll.  Marketing and Sales

IV. Producer Licensing

V. Policyholder Service

VI.  Underwriting and Rating

VIl. Claims

In addition to the processes and procedures guidance in thédtdnadhe examination included an

assessment of the Company’s internal control environment. leWitne Handbook approach detects
individual incidents of deficiencies through transactionirigs the internal control assessment provides
an understanding of the key controls that Company managemeribusestheir business and to meet
key business objectives, including complying with applicablesland regulations related to market
conduct activities.

The controls assessment process is comprised of tlgedicant steps: (a) identifying controls; (b)
determining if the control has been reasonably designecctorglish its intended purpose in mitigating
risk (i.e., a qualitative assessment of the controisdi @) verifying that the control is functioning as
intended (i.e., the actual testing of the controls). Feasin which controls reliance was established,
sample sizes for transaction testing were accordingly @dju3he form of this report is “Report by
Test,” as described in Chapter 15, Section A of the blaokl
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EXECUTIVE SUMMARY

This summary of the comprehensive market conduct examindtibie € ompany is intended to provide

a high-level overview of the examination results. The bodheftéport provides details of the scope of
the examination, tests conducted, findings and observatr@eemmendations and, if applicable,

subsequent Company actions. Managerial or supervisory perdommeeach functional area of the

Company should review report results relating to their periea.

The Division considers a substantive issue as one in whickctioe action on part of the Company is
deemed advisable, or one in which a “finding,” or violation of $é&husetts insurance laws, regulations
or bulletins was found to have occurred. It also is resended that Company management evaluate any
substantive issues or “findings” for applicability to potdntacurrence in other jurisdictions. When
applicable, corrective action should be taken for all juriszhs, and a report of any such corrective
action(s) taken shall be provided to the Division.

The following is a summary of all substantive issues fowtolhg with related recommendations and
required actions and, if applicable, subsequent Compamynsamade, as part of the comprehensive
market conduct examination of the Company. All Massachusetts regulations and bulletins cited in

this report may be viewed on the Division’s website wtwamass.gov/doi.

The comprehensive market conduct examination resulted in no recaolaieas or required actions with
regard to company operations/management, complaint handgbolizyholder service, or claims.
Examination results showed that the Company is in compliantte alli tested Company policies,
procedures and statutory requirements addressed in #etgms. Further, the tested Company practices
appear to meet industry best practices in these areas.

SECTION [II-M ARKETING AND SALES

STANDARD llI-1

Findings: None.

Observations: Based on review and testing, advertising and sales materiadsatig appeared
accurate and reasonable, and all were approved by the Compantopuge. The Company’s
website properly disclosed its name and address. Fif\)A noted no use of unapproved sales
and marketing materials as part of new business testingiever, we have concerns about
certain content in some consumer advertising or producmingamaterials, which may be
potentially misleading or suggest actions which may nopbeogriate for consumers.

First, the consumer publicatiowhy Rent When You Can Own? notes that term insurance is used
to meet “temporary, short-term goals.” Our concerina describing term insurance as only for
“temporary, short-term goals” is inappropriate. The Camysells 10 and 20 year level term, and
other insurers sell 30 year level term coverage, which aiedselonger than what would be

considered temporary or short term. Additionally, generally,believe that when referring to

purposes such as funding retirement, education or home purctiesesaterials should caveat

that savings and supplemental income are not the primacyidarof permanent insurance and
may not be appropriate for all consumers.

Second, the producer guide;eparing for Retirement and So Much More and other consumer
and producer publications, frequently refer to the low Yavings rate (based on a 2008 study).
The U.S. savings rate has increased significantlyes@09. The publication also uses an
illustration assuming the same savings rate for a consearwy in his or her career as the
expected savings rate for the consumer’s later yeardaligye that this is overly simplified and
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not necessarily realistic for many consumers.

Third, the producer guid®pportunity Knocks: Sales Ideas That Open Doors, which is only for
distribution to producers and not to consumers, a comparisghate life and 20 year level term
is given. For the 20 year level term option, the premiurerdihce is invested to yield a 3.6%
after tax rate. Further, the comparison shows that the emmspurchases non-specified life
insurance at year 20, the cost of which is higher thavag in year one. We believe that the
comparison is overly simplified and makes assumptions that aleau@nd inappropriate for all
consumers. Generally, we believe that illustrations @oetain Company sales materials
comparing permanent insurance and term insurance shoultjeetsto similar requirements as
illustrations provided to consumers with appropriate disclosamed assumptions. When
comparing alternatives for general producer use, multiple oitesturn and customer choices
should be illustrated, with reasonably full disclosureumhsoptions and assumptions, instead of
one set of assumptions.

Fourth, an article in The Exceptional Parent on Marc&009 entitledThink You Have No Money

for a Financial Strategy? Think Again! refersto three pages of recommendations to save money,
improve cash flow and develop financial strategies in camsorft with a financial advisor. One

of the recommendations was to “free up money or fund an elehgaur strategy (such as a life
insurance premium), reduce the amount you contribute to a)4@hfdoyer-matched retirement
plan. Increase your contribution at your next salary incréasegeneral recommendation to
consumers to reduce employer-matched contributions, particwk&en that results in forgoing
an employer-matched contribution, and to increase the combrnbat the next salary increase
should not be made, since the timing and likelihood of theirsadaty increase is uncertain.

Recommendations: The Company should ensure that all references to thesavihgs rate are
accurately stated in all advertising and sales matenalupdated periodically to remain current.

Since the Company has not completed an independent revieer, #itough internal audit or
through U.S. Insurance Group, the Company should conduct areidbag internal review and
assessment of Company and agent non-variable life and dmedity advertising and sales
materials used in Massachusetts. This review shouttbbéucted by the U.S. Insurance Group
Compliance function, (but not by those primarily and redylsesponsible for the review and
approval of advertising and sales materials), or by gedliinternal audit personnel, or by
qualified independent legal and financial personnel, to enbatéhe observations noted above
are addressed and all materials reflect full and déclosure. The audit may be conducted
through a statistically-valid, test basis selection dase sampling guidance contained in the
NAIC Market Regulation Handbook. The results of this review and a summary of any subsequent
actions taken as a result of the review should be providé tivision by June 30, 2012.

Based on the results of the independent review described ahev@pmpany should consider
developing a long-term program of ongoing independent review, asieim independent quality
assurance program or an internal audit process to relework, on a periodic basis, of those
primarily and regularly responsible for the review, appt@and supervision of advertising and
sales materials to ensure full adherence to laws andatems for full and fair advertising and
disclosure. Further, based on the results of the indepeamieniy, the Company should consider
implementing a procedure to rotate the primary reviewerdarerthat materials are evaluated by
a different primary reviewer at the next review dateasd?l on the results of the independent
review, the Company should report to the Division by Septe®®e2012 on the consideration
of these two control enhancements, and describe whetHang f implement them, and if not,
why not.

Subsequent Actions: The Company has agreed to amend term life insuraadesting materials
immediately to remove “short-term” from such materialbe TCompany has also agreed to
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ensure immediately that all references to the U.S.ngavrate are accurately stated in all
advertising and sales materials.

STANDARD III-4

Findings: None.

Observations: The tested life, annuity, individual disability income, andividual long-term
care replacement sales of the Company appear to show thetades meet the applicants’ needs
and comply with Company’s replacement procedures. RNedniat all variable life insurance
replacement sales have at least one level of supervisagmwrat the general agencies to meet
regulatory supervisory requirements for the sale afistes. Since the agent is required to attest
that the replacement sale meets the applicant's neegsnikar level of review is not a
requirement for non-variable life replacement sales.allyinthe Company appears to monitor
agents for the volume and nature of their replacemens,satel takes action as considered
necessary.

Required Actions: The Company shall consider a requirement that all noahia life
replacement sales have at least one level of supervisaeirto ensure that the life replacement
is in the best interests of the applicant. This recomneemqecess would treat all life
replacement sales similarly regardless of the fixechoable nature of the contracts. The second
level of review could be conducted at the general agency tirei home office and should be
documented in the Company’s or agency’s records. The Companwy,bafore the filing of its
board of director affidavits, shall report to the Division whether it plans to adopt this
recommended process, and if not, why not.

STANDARD llI-5

Findings:. The Company did not send the notice to the replaced caoriasrie annuity sale
within seven business days, in violation of Company policy2dddCMR 34.06.

Observations:. Based upon testing, all replacement sales were pyopecluded on the
Company’s replacement register. Except as noted aboveesiticeplaced carriers were timely
provided. The Company reduced commissions on internal repdaterm compliance with
Company policy. Finally, the Company appears to monitor agenthdovolume and nature of
their replacement sales and take action as consideressaey.

Required Actions: The Company shall enhance the home office review procefiuregbmitted
life and annuity applications to ensure that it always sénel required notice to replaced carriers
within seven business days, in compliance with Company pafidy211 CMR 34.06.

Subsequent Actions: The Company has communicated to the annuity new business prgcess
department the requirement to send the notice to reptasedrs timely. Further, the Company
will enhance its quality assurance procedures to tespfopliance with this requirement.
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STANDARD llI-6

Findings: For individual long-term care insurance sales, the Comgahwgot provide “A Guide
to Health Insurance for People with Medicare” and th@a$bachusetts Bulletin for People with
Medicare” to those 65 and older and those otherwise eligdleviiedicare in violation of
Massachusetts Regulation 211 CMR 42.09(4) and Division Bulg209-03. The required
disclosures were only provided when requested by the applidNA noted the Company’'s
individual long-term care insurance application does not ingulirether the applicant is eligible
for Medicare.

Observations: Based on testing, except as noted above, RNA noted thdifeallannuity,
individual disability income and individual long-term care poliystrations and/or summaries,
disclosures, and buyer’s guides were timely provided to thécaptd when required. Contracts
received by applicants were issued consistent with #ptications, or any changes resulted in
full written disclosure to the applicants.

Required Actions: The Company shall add a question to the individual lomg-tare insurance
application asking whether the applicant is eligible for dak or otherwise determine how the
Company can obtain such information to be compliant withleggry requirements. Further, the
Company shall ensure that required disclosures are tiprelyided to all Medicare eligible
applicants and that acknowledgements are properly obtainedtfr@rapplicants. Finally, the
Company’s USIG insurance compliance group shall conduct antawhsure that the required
Medicare disclosures are being provided to applicants and acahgevhents obtained. The audit
report shall be provided to management and the Division bgb@c31, 2011.

Subsequent Actions: The Company has completed the above required actionscamdequires
that all applicants receive “A Guide to Health Insurafare People with Medicare” and the
“Massachusetts Bulletin for People with Medicare.” Ferththe Company added an
acknowledgement section to the Massachusetts application ioncomdit the applicant received
these disclosures. Finally, the Company’s USIG insurancelame group conducted an audit
to ensure that the required Medicare disclosures ang Ipeovided to applicants and to ensure
that acknowledgements are being obtained.

SECTION |V-PRODUCERLICENSING

STANDARD |V-3

Findings: RNA noted that three of the 10 agent terminationgdefsbm the examination period
were not timely reported to the Division. Similarlyreé additional agents were not properly
notified of their terminations, in violation of M.G.L.. 475, 8 162T. As a result of new
procedures which were being implemented by the Compamygdine examination testing, RNA
selected 2010 agent terminations for testing. The resultsatedi that for the period April 1,
2010 through June 30, 2010, agent terminations were processedordaace with statutory
requirements.

Observations: None.

Recommendations: The Company should ensure that agent terminations cortree properly
and timely reported to the Division and that noticestoninated agents is timely.
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SECTION VI-UNDERWRITING AND RATING

STANDARD VI-7

Findings:. The adverse underwriting notice provided to one individual disabifigpme
applicant noted that the rated policy was a result ofdhpplementary health statement” filed by
the applicant with no specific reason noted. To comph WitG.L. c. 1751, § 10, the adverse
underwriting notice must give the specific reason for the adwerderwriting decision.

Observations: For the applications tested, except as noted above, theadgngpovided the
adverse underwriting notice when it declined to offer coveraifgred coverage with exclusions
or offered coverage at higher than standard rates. Basedtegting, the Company’s policies
and procedures for providing adverse underwriting notices genagglgar to be functioning in
accordance with its policies, procedures and statutgojirements.

Required Actions: The Company shall ensure that all company adverse undegamibtices to
applicants provide a specific reason for the Company’s desisis required by M.G.L. c. 175I, §
10.

Subsequent Actions: The Company has communicated to the disability income ld@d
underwriting departments the requirement to provide a speed®on on adverse underwriting
notices.
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COMPANY BACKGROUND

Massachusetts Mutual Life Insurance Company is a mutuaingerance company, organized as a
Massachusetts corporation which was originally chartereiB51. The Mass Mutual Financial Group
(“MMFG”) is comprised of the Company and its subsidiariesMMR& is a global, diversified financial
services organization providing life insurance, annuité@sability income insurance, long-term care
insurance, retirement and savings products, structurdtensent products, structured settlement
annuities, investments, corporate and bank-owned life insgranutual funds and trust services to
individual and institutional customers. The Company offerpribglucts and services in all 50 states of
the United States and the District of Columbia. The Compsi@so licensed to transact business in
Puerto Rico and Canada.

The Company markets its products through a variety ofilmiston channels, with the core of its
distribution system a career sales force of approximat@90 individual agents under contract in 85
general agencies throughout the United States. Two of theagjagencies are located in Massachusetts.
The Company also maintains selling agreements with indeptetidehparty producers including banks,
financial institutions, securities firms, broker-dealemed advisory firms. Many of those producer
relationships are managed through the general agencies.

The Company's principal lines of business are protection prododtasset accumulation products. The
protection business provides life insurance products, disalitipme products (and related services) and
long-term care products to individuals, corporations, and dtigitutions. The asset accumulation
business, covering financial services, retirement sendcesiities, and large corporate markets, provides
investment services to individuals, group pension and adnaitivgrservices (primarily to sponsors of
tax qualified retirement plans), and advisory services lier @Gompany’s general investment account,
separate account investment accounts, and investment aesipan

The Company is rated A++ (Superior, top category of 16) . Best Company, AA+ (Very Strong,
second category of 21) by Fitch Ratings; Aa2 (Excellentd ttéategory of 21) by Moody’s; and AA+
(Very Strong, second category of 21) by Standard & Pobhe. Company had $121.3 billion in admitted
assets and $9.3 billion in surplus as of December 31, 2009.

The key objectives of this examination were determined bfptision with emphasis on the following
areas.

10
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l. COMPANY OPERATIONS/M ANAGEMENT

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures, (b) the Company's mEsgonvarious information
requests, and (c) a review of several types of éitedhe Company.

Standard I-1. The regulated entity has an up-to-date, val internal, or external, audit program.

Objective: This Standard addresses the audit function and its rEbpies.

Controls Assessment: The following controls were noted in review of this Siarm:

The Company'’s statutory financial statements are auditadally by an independent auditor.
The Company’s internal audit plan is annually approvedhbyaudit committee of the board of
directors (“Audit Committee”). Key business risks and gaiting controls are identified, and a
two-year rolling audit plan has been developed with high aisdas audited annually by the
Company’s corporate audit department.

= Internal audit reports are provided to the Audit Committeeluding recommendations and
management’s responses. The Audit Committee is updatdtkemitatus of in-process audits at
its periodic meetings that occur approximately eight titlesughout the year. The corporate
audit department verifies that audit recommendations haveipé&mented by management.

s  The Company has an enterprise risk management (“ERM"epsded by the Company’s Chief
Risk Officer who reports to the Chief Executive OffigeCEO”). The ERM function is
responsible for maintaining the Company’s internal control ohecdation based upon the
Sarbanes Oxley framework.

s  The Company has a Chief Compliance Officer (“*CCQ”) whad& the corporate compliance
department. The CCO reports to the Audit Committee. cbhgorate compliance department is
primarily focused on compliance related to employee oversigthttiaining, code of conduct
monitoring, home office privacy practices and other Compaidg-aompliance practices.

= The Company’s insurance and securities compliance funetioontained within the Company’s
business unit, USIG Business Group (“USIG”). The USIG camnpk department reports to the
executive vice-president of USIG, who reports to the CHOe USIG chief compliance officer
also has dotted-line reporting to the corporate compligepartment and the CCO. The USIG
compliance department monitors field compliance programstife Company’'s producers;
handles all customer complaints; reviews and approves adl saterials; performs compliance
training; manages anti-money laundering and privacy compliartzatiigs; and has oversight
over the periodic comparison of the Company’s in-force datalgesasa the Social Security
Death Index.

= The Company’s long-term care business processing is outsdioregdunaffiliated third party
administrator, which provides numerous management repammarizing business activity and
compliance with contractual requirements. The long-teare dusiness is included in the
Company’s USIG corporate audit scope and receives an acorpafate audit focused primarily
on compliance and information technology. Audit resultsreperted to management, and any
follow-up recommendations are monitored.

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

Transaction Testing Procedure: RNA reviewed corporate audit department plans, intenundit aeports,
corporate compliance audit reports, USIG agency field aegibrts, long-term care compliance audit
reports, and discussed reported findings with managemisstues noted in such reports were further
investigated and reviewed.

11
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Transaction Testing Results:

Findings: None.

Observations: The corporate audit department plans and internal aegibrts, corporate

compliance audit reports, USIG agency field audit repartd, long-term care compliance audit
reports reviewed by RNA provided detailed information on theitaplans, procedures

performed, findings, actions taken and recommendations foovreprents. The review of these
audits indicated that the Company is generally in compliantie policies, procedures and
regulatory requirements.

Recommendations: None.

Standard 1-2. The regulated entity has appropriate conbls, safeguards and procedures fo
protecting the integrity of computer information.

No work performed. All required activity for this éitdard is included in the scope of the recently
completed statutory financial examination of the Company.

—

Standard 1-3. The regulated entity has antifraud initiatves in place that are reasonably calculateq
to detect, prosecute, and prevent fraudulent insurancecss.

18 U.S.C. § 1033; Division Bulletins 1998-11 and 2001-14.

Objective: This Standard addresses the effectiveness of the Corspamtifraud plan.

Pursuant to 18 U.S.C. § 1033 of the Violent Crime Control leawl Enforcement Act of 1994, it is a
criminal offense for anyone “engaged in the business of ansef to willfully permit a “prohibited
person” to conduct insurance activity without written cons#nthe primary insurance regulator. A
“prohibited person” is an individual who has been convicteahgffelony involving dishonesty or breach

of trust or certain other offenses, and who willfulhygages in the business of insurance. In accordance
with Division Bulletins 1998-11 and 2001-14, any entity conducimsgrance activity in Massachusetts
must notify the Division in writing of all employees andgucers affected by this law. Individuals
“prohibited” under the law may apply to the Commissionemfaotten consent, and must not engage or
participate in the business of insurance unless and heyilare granted such consent.

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

s The Company has adopted written antifraud procedures, wigghire management and
employees to take reasonable precautions to prevent, dattthoroughly investigate potential
insurance fraud.

= The Company’s procedures require employees to report susfreatddo their supervisors. The
Company reports fraud to the Massachusetts Insurance Buaeau.

= The Company requires the Board of Directors, all emplogadsmanagement to annually certify
compliance with the Company’s Code of Business Conduct. ctone are also required to
annually complete Conflict of Interest Disclosure Staets. Additionally, annual training must
be completed by each person.

12
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= The Company completes criminal, financial and post-sexgnetucation background checks for
prospective employees. The Company’s policy is to not hire @hilpted person” as defined
above.

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

Transaction Testing Procedure: RNA reviewed Company policies and procedures to adamgsaud
initiatives and employee hiring due diligence.

Transaction Testing Results:

Findings: None.

Observations: RNA confirmed that the Company has a written antifraud plhich requires that
the Company take all reasonable precautions to prevent, detdcthoroughly investigate
potential insurance fraud. RNA also confirmed that the Compeompletes criminal and
financial background checks for new employees. Based upomewigw of the Company’s
policies and procedures, it appears that the Company hasaadtihitiatives in place that are
reasonably calculated to detect, prosecute, and prevedufest insurance acts.

Recommendations: None.

\Standard I-4. The regulated entity has a valid disast recovery plan.

No work performed. All required activity for this éitdard is included in the scope of the recently
completed statutory financial examination of the Company.

Standard 1-5. Contracts between the regulated entity and entities asming a business function of
acting on behalf of the regulated entity, such as, buhot limited to, MGAs, GAs, TPAs and
management agreements must comply with applicable Bosing requirements, statutes, rules and
regulations.

Objective: This Standard addresses the Company’s contracts witiegrtssuming a business function
and compliance with licensing and regulatory requeeis.

Controls Assessment: The following controls were noted in review of this Sam and Standard 1-6:

s  The Company uses third parties to conduct medical examisatbreertain life, individual
disability income and individual long-term care applicants.eseh contracts designate
responsibilities and duties, restrictions, general confidiégtiand privacy requirements for all
medical information and lab specimens.

= The Company uses independent producers and general agenitstliie S®mpany’s products.
The independent producer and general agent contracts deberithaties of the parties, licensing
and appointment requirements, limitations of authority, p&mation, terminations and
reappointments, compliance with the Company's replacementireenents and errors and
omissions coverage requirements.

s The Company and its affiliated broker-dealer, monitor itsegdragencies for compliance with
policies and procedures through annual on-site visits ofyéneral agenciesDuring these on-

13
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site visits, the general agency is evaluated for compliamte requirements including its
assumption of full responsibility for performing, evalangtand monitoring needs assessment and
suitability procedures for variable life insurance and #@yrsales.

s  The Company's long-term care business processing is outsdure@edunaffiliated third party
administrator, and that contract contains performastaedards requiring timely and accurate
business processing and compliance with all applicable lawsegudations. The Company
monitors monthly activity reports to ensure compliand@ ®@ompany policies and procedures.

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

Transaction Testing Procedure: RNA interviewed management about its use of third parbigsetform
Company functions, and the monitoring procedures conducted over hiresparties. RNA reviewed
monitoring procedures over general agencies and unaffiliated mrsdoonducted by the Company for
contractual requirements including compliance with neadsessment and suitability procedures.
Further, RNA reviewed documentation and audit reports suppotiiagmonitoring of the duties
performed by the Company’s third party administrator reledddng-term care business activities.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, it appears that the Company’s ctwih entities assuming
a business function on their behalf comply with statutad/r@gulatory requirements.

Recommendations: None.

Standard I-6. The regulated entity is adequately monitong the activities of any entity that
contractually assumes a business function or is acting drehalf of the regulated entity.

Objective: This Standard addresses the Company’s efforts to a@édgumbnitor the activities of the
contracted entities that perform business functions onlialtbe

Controls Assessment: See Standard |-5.

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

Transaction Testing Procedure: RNA interviewed management about its monitoring of thirdigamvho
perform Company functions. As part of new and renewal businesagie®RNA reviewed agent
documentation that supports the new or renewal business solther-lRNA reviewed documentation
and audit reports supporting the monitoring of the duties peen by the Company’'s third party
administrator related to long-term care business acsvitiénally, RNA reviewed the most recent annual
on-site compliance audit reports conducted by the Compantg fova Massachusetts general agencies.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, it appears that the Company is ggnerahitoring the
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activities of third parties assuming a business functiorherCompany’s behalf, in compliance
with statutory and regulatory requirements.

Recommendations: None.

Standard |-7. Records are adequate, accessible, consmt@nd orderly and comply with record
retention requirements.

Objective: This Standard addresses the adequacy and accassibitie Company’s records.

Controls Assessment: The Company has adopted written record retentionineagents, including the
length of time specific documents must be retained.

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

Transaction Testing Procedure: RNA inquired about the Company’s record retention polieied
evaluated them for reasonableness.

Transaction Testing Results:

Findings: None.

Observations: The Company’s record retention policies appear reasonabksting results
relating to documentation evidence are also noted in th@ugaexamination standards.

Recommendations: None.

Standard 1-8. The regulated entity is licensed for théines of business that are being written

M.G.L. c. 175, 88 32 and 47.

Objectivee This Standard addresses whether the lines of businesemwhit the Company are in
accordance with the lines of business authorized by thei@iv

Pursuant tov.G.L. c. 175, § 32, domestic insurers must obtain a wat# authorizing it to issue policies
or contracts. M.G.L. c. 175, § 47 sets forth the varioes|of business for which an insurer may be
licensed.

Controls Assessment: Due to the nature of this Standard, no controls assessmas performed.

Controls Reliance: Not applicable.

Transaction Testing Procedure: RNA reviewed the Company’s certificate of authority, anchpared it
to the lines of business which the Company writes in the Commdthwea

Transaction Testing Results:

Findings: None.
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Observations: The Company is licensed for the lines of business beingewritt

Recommendations: None.

Standard 1-9. The regulated entity cooperates on a timglbasis with examiners performing the
examinations.

M.G.L. c. 175, § 4.

Objectivee This Standard is concerned with the Company’s cooperativimgd the course of the
examination conducted in accordance with M.G.L. c. 175, 8 4

Controls Assessment: Due to the nature of this Standard, no controls assessmas performed.

Controls Reliance: Not applicable.

Transaction Testing Procedure: The Company’s level of cooperation and responsiveness toirexam
requests was assessed throughout the examination.

Transaction Testing Results:

Findings: None.

Observations: The Company'’s level of cooperation and responsiveness to mxaraguests was
very good.

Recommendations: None.

Standard 1-10. The regulated entity has procedures for the colleiwin, use and disclosure of
information gathered in connection with insurance trarsactions to minimize any improper
intrusion into the privacy of applicants and policyholdes.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

Objectivee This Standard is concerned with the Company's policies @modedures to ensure it
minimizes improper intrusion into the privacy of consunadrife insurance.

M.G.L. c. 175I, 88 1-22 and the Gramm-Leach-Bliley Act, 88 HIIB, 504 and 505 and 16 CFR Part
313, set forth requirements for proper notice to consunmmsrestrictions on a financial institution’s
ability to disclose nonpublic personal information about comssnto non-affiliated third parties.
Further, a financial institution must provide its customets @iwritten notice of its privacy policies and
practices. In addition, a financial institution is protedifrom disclosing nonpublic personal consumer
information to non-affiliated third parties, unless theiingon satisfies various disclosure and opt out
requirements, and the consumer has not elected to opt suth disclosure.

Controls Assessment: The following controls were noted in conjunction with theiew of this Standard
and Standards I-11 through I-17:

s The Company's definitions of “adverse underwriting decisiompérsonal information” and
“pretext interview” comply with Massachusetts law. Companycgairohibits pretext interviews
except as allowed by law.
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= The Company's policy is to provide the notice of privacy peast (“Privacy Notice”) at the
application date as part of the policy application or as @fathe variable annuity prospectus.
The notice states that personal information may be atetlefrom other persons and that
information may in certain circumstances be discldedtird parties without authorization.

= The Privacy Notice is also provided with the insuranc&par annuity contract, and each year
with the annual statement. For reinstatements where newwuitdey procedures are completed,
the Privacy Notice is provided at the application date. Arneacy Notice states that the personal
information collected or maintained, and the sourceushsinformation, are available to the
individual to whom it refers within 30 days of receipt of @tten request for such information by
such individual. The Privacy Notice also discloses howrssgmer can correct, amend or delete
such information.

s The Company shares personal information with business pami® perform a function on
behalf of the Company. The Company does not share nonpublic pefisanalal information
with anyone for marketing purposes, and thus no opt out rigigasessary for such information
sharing.

s  Company policy is to provide the Notice of Adverse Underwritingifd@c, including all
statutory requirements, as required by law. Compaolcyp prohibits basing an adverse
underwriting decision on the existence of a previous adverserwnittley decision, and the
Company’s policy prohibits seeking information concerning anyipus adverse underwriting
decision received by an individual, unless the inquiry algaests the reasons for the previous
adverse underwriting decision.

The Company has summarized its privacy policies on thdisiee
Company policy is to disclose nonpublic personal informatioy aslrequired or permitted by
law to regulators and law enforcement agencies.

= Company policy requires that its information technology secpractices safeguard nonpublic
personal financial and health information. The Company alync@hducts information systems
risk assessments to consider, document and review informssaurity threats and controls, and
to continually improve information systems security.

= Only individuals approved by Company management are grantedsd@octe Company’'s key
electronic and operational areas where nonpublic persiomahcial and health information is
located. Access is frequently and strictly monitored

s The Company requires the third party administrator to pro@deonfidentiality agreement
stipulating that it will comply with privacy laws, reguions, policies and procedures.

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

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility forvacy
compliance, and reviewed documentation supporting its pripatigies and procedures. RNA also
reviewed life claims documentation for any evidence of uke of pretext interviews. RNA tested
compliance with requirements to provide the Notice of Asleédnderwriting Decision in Standard VI-7.

Transaction Testing Results:

Findings: None.

Observations: The Company’s privacy practices appear to minimize any pgproitrusion
into applicants’ and policyholders’ privacy, and are disddsepolicyholders in accordance with
the Company’s policies and procedures. Further, based upoasthits of life claims testing,
RNA noted no evidence of the use of pretext interviews.

Recommendations: None.
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Standard 1-11. The regulated entity has developed andnplemented written policies, standards
and procedures for the management of insurance information.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

The objective of this Standard relates to privacy maténd is included in Standards [-10 and 1-12
through 1-17.

Standard I-12. The regulated entity has policies and cedures to protect the privacy of nonpublic
personal information relating to its customers, former cstomers and consumers that are not
customers.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

Objectivee This Standard addresses policies and procedures to enstaeypof nonpublic personal
information.

M.G.L. c. 175I, 88 1-22 and the Gramm-Leach-Bliley Act, 88 HIIB, 504 and 505 and 16 CFR Part
313, set forth requirements for proper notice to consuna@ig restrictions on a financial institution’s
ability to disclose nonpublic personal information about comssnto non-affiliated third parties.
Further, a financial institution must provide its customets @iwritten notice of its privacy policies and
practices. In addition, a financial institution is protedifrom disclosing nonpublic personal consumer
information to non-affiliated third parties, unless theiingon satisfies various disclosure and opt out
requirements, and the consumer has not elected to opt suth disclosure.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility forvacy
compliance, and reviewed documentation supporting its privatigigs and procedures. As part of
underwriting and claims testing, RNA sought any evidence ttia Company improperly provided
personal information to parties other than the applicant.

Transaction Testing Results:

Findings: None.

Observations: Based upon RNA's review, the Company’s policies and procedgdeguately
protect consumers’ nonpublic personal information. RNAeeono instances where the
Company improperly provided personal information to partieerahan the applicant.

Recommendations: None.
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Standard 1-13. The regulated entity provides privacy notice to its customers and, if applicable, tg
its consumers who are not customers regarding treatmenbdbf nonpublic personal financial
information.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

Objective: This Standard addresses requirements to provide privaicgso

M.G.L. c. 175I, 88 1-22 and the Gramm-Leach-Bliley Act, 88 HIIB, 504 and 505 and 16 CFR Part
313, set forth requirements for proper notice to consunmmsrestrictions on a financial institution’s
ability to disclose nonpublic personal information about comssnto non-affiliated third parties.
Further, a financial institution must provide its customets @iwritten notice of its privacy policies and
practices. In addition, a financial institution is protedifrom disclosing nonpublic personal consumer
information to non-affiliated third parties, unless thetiingon satisfies various disclosure and opt out
requirements and the consumer has not elected to opt suttotlisclosure.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure: RNA reviewed the Company’s policies and procedures for girayithe
Privacy Notice to all applicants, and annually thereéfiepolicyholders and contract holders. Further,
RNA evaluated compliance with these privacy disclosure rexpgnts in conjunction with testing of 50
life, 25 annuity, 25 individual disability income, and 15 individizmg-term care applications submitted
during the examination period.

Transaction Testing Results:

Findings: None.

Observations: The Privacy Notice was provided with each of the apptinattested. RNA also
noted that the Company has procedures for providing the PrivaingeNannually thereafter to
policyholders and contract holders.

Recommendations: None.

Standard 1-14. If the regulated entity discloses informabn subject to an opt out right, the
company has policies and procedures in place so that norgic personal financial information will
not be disclosed when a consumer who is not a custonfexs opted out, and the company provides
opt out notices to its customers and other affected consens.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

Objective: This Standard addresses policies and procedures wittdriegapt out rights.

M.G.L. c. 175I, 88 1-22 and the Gramm-Leach-Bliley Act, 88 HIIB, 504 and 505 and 16 CFR Part
313, set forth requirements for proper notice to consuna@g restrictions on a financial institution’s
ability to disclose nonpublic personal information about comssnto non-affiliated third parties.
Further, a financial institution must provide its customets aiwritten notice of its privacy policies and
practices. In addition, a financial institution is protedifrom disclosing nonpublic personal consumer
information to non-affiliated third parties, unless thetiingon satisfies various disclosure and opt out
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requirements and the consumer has not elected to opt suttotlisclosure.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility forvacy
compliance, and reviewed documentation supporting itsqyipalicies and procedures.

Transaction Testing Results:

Findings: None.

Observations: The Company does not share nonpublic personal financial infiormavith
anyone for marketing purposes. Thus, the Company is not rédaifer an opt-out for such
information sharing.

Recommendations: None.

Standard 1-15. The regulated entity’s collection, usand disclosure of nonpublic personal financial
information are in compliance with applicable statutesrules and regulations.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

Objective: This Standard is concerned with the Company’s collectiah ws® of nonpublic personal
financial information.

M.G.L. c. 175I, 88 1-22 and the Gramm-Leach-Bliley Act, 88 HIIB, 504 and 505 and 16 CFR Part
313, set forth requirements for proper notice to consuna@ig restrictions on a financial institution’s
ability to disclose nonpublic personal information about comssnto non-affiliated third parties.
Further, a financial institution must provide its customets @iwritten notice of its privacy policies and
practices. In addition, a financial institution is protedifrom disclosing nonpublic personal consumer
information to non-affiliated third parties, unless thetiingon satisfies various disclosure and opt out
requirements, and the consumer has not elected taibpf-such disclosure.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility orvacy
compliance, and reviewed documentation supporting its pripatigies and procedures. RNA also
sought evidence that the Company improperly collected, asd@closed nonpublic personal financial
information in conjunction with testing of underwriting asldims.

Transaction Testing Results:

Findings: None.
Observations: Based upon RNA's review, the Company’'s policies and procedur@ade

reasonable assurance that the Company properly collecssandealiscloses nonpublic personal
financial information.
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Recommendations: None.

Standard I-16. In states promulgating the health informaion provisions of the NAIC model
regulation, or providing equivalent protection through othe substantially similar laws under the
jurisdiction of the insurance department, the regulaed entity has policies and procedures in place
so that nonpublic personal health information will not bedisclosed except as permitted by law,
unless a customer or a consumer who is not a customeashauthorized the disclosure.

M.G.L. c. 175I, 88 1-22; Health Insurance Portability & Accourability Act of 1996 (“HIPAA”)
Public Law 104-191; 45 CFR Parts 160 and 164.

Objective: This Standard addresses efforts to maintain prighcypnpublic personal health information.

M.G.L. c. 1751, 88 1-22 and the HIPAA Public Law 88§ 104-191 and 45 EB#&fs 160 and 164 set forth
proper procedures for inquiry, release, disclosure andtem@ince of nonpublic personal health
information.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility forvacy
compliance, and reviewed supporting documentation. RN@ stsight evidence that the Company
improperly disclosed nonpublic personal health informationomjunction with testing of underwriting
and claimsRNA reviewed compliance with HIPAA authorization distioe requirements in conjunction
with testing of 50 life, 25 individual disability income, and 15iwdbal long-term care applications
submitted during the examination period. Finally, RNAeexsd compliance with HIPAA authorization
disclosure requirements in conjunction with testing ofifband annuity death claims and 25 individual
disability income claims submitted during the examinatioroger

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, RNA noted that the HIPAA authorizatiisclosure was
signed by life, individual disability income and individual lomgrh care insurance applicants,
life and annuity death claimants and individual disabilitgjome claimants when necessary, in
compliance with Company policy. RNA noted no instances whiegeeCompany improperly
disclosed nonpublic personal health information in conjunctigh testing of life, individual
disability income, and individual long-term care underwriting elagms.

Recommendations: None.

Standard 1-17. Each licensee shall implement a comprehgve written information security
program for the protection of nonpublic customer information.

M.G.L. c. 175I, 88 1-22; Gramm-Leach-Bliley Act, 88 502, 503, 504 aB@5; 16 CFR Part 313.

Objective: This Standard is concerned with the Company’s informaticnrgg efforts to ensure that
nonpublic consumer information is protected.
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M.G.L. c. 175I, 88 1-22 and the Gramm-Leach-Bliley Act, 88 HIIB, 504 and 505 and 16 CFR Part
313 set forth requirements for proper notice to consynaerd restrictions on a financial institution’s
ability to disclose nonpublic personal information about comssnto non-affiliated third parties.
Further, a financial institution must provide its customets @iwritten notice of its privacy policies and
practices. In addition, a financial institution is protedifrom disclosing nonpublic personal consumer
information to non-affiliated third parties, unless thetiingon satisfies various disclosure and opt out
requirements and the consumer has not elected to opt suttotlisclosure.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility forvacy
compliance, and reviewed documentation supporting its privacyigmland procedures. Review of
information technology access and authorization controls ¢siatduded in the scope of the recently
completed statutory financial examination of the Company.

Transaction Testing Results:

Findings: None.

Observations: Based upon RNA’s review of the Company’s information secyrdijcies and
procedures, it appears that the Company has implemeniatbemation security program which
provides reasonable assurance that its information sysymwoiect nonpublic customer
information.

Recommendations: None.

U7

Standard 1-18. The regulated entity files all certifiations with the insurance department a
required by statutes, rules, and regulations.

211 CMR 28.11.

Objective: This Standard addresses the Company's efforts to filications with the Division as
required.

211 CMR 28.11 requires that the illustration actuary annuallycétéfications with the Division for life
products requiring an illustration.

Controls Assessment: Due to the nature of this Standard, no controls assessmas performed.

Controls Reliance: Not applicable.

Transaction Testing Procedure: RNA confirmed that the illustration actuary filed desations with the
Division in 2009 for life products requiring an illustration.
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Transaction Testing Results:

Findings: None.

Observations: The Company has filed actuarial certifications wihke Division related to life
illustrations in use in 2009.

Recommendations: None.
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C OMPLAINT HANDLING

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures, (b) the Company's mEsgonvarious information
requests, and (c) a review of several types of étdhe Company.

Standard II-1. All complaints are recorded in the requred format on the regulated entity’s
complaint register.

M.G.L. c. 176D, § 3(10).

Objective: This Standard addresses whether the Company formalkst@enplaints or grievances as
required by statute.

Pursuant to M.G.L. c. 176D, § 3(10), an insurer is requicednaintain a complete record of all
complaints it received from the date of its last exationa The record must indicate the total number of
complaints, the classification of each complaint by fensurance, the nature of each complaint, the
disposition of each complaint and the time taken to prcaeass complaint.

Controls Assessment: The following controls were noted in review of all conmpi&standards:

The Company considers any written grievance received &aonsumer, the Division or the
Massachusetts Attorney General a complaint, which is gdratcording to written complaint
handling procedures.

The Company’s Customer Relations Division of the USIG Compidhepartment (“Customer
Relations”) coordinates and addresses complaints fof #lle Company’s products and business
units except for disability income consumer complaints réladeclaims, which are handled in
the disability income claims area; and all long-term caregtaints, which are outsourced to the
Company’s long-term care third party administrator.

Consumer complaints are received directly by general ceggnbusiness units, Customer
Relations or the executive office. Division and Massactaig¢torney General complaints are
received directly by Customer Relations. If a complanteceived by a department other than
Customer Relations, it is forwarded to Customer Relatiohsg the complaint in the Company’s
complaint register.

The Company logs all complaints received in its complaigister in a consistent format.

The complaint register includes the date received, the daed, the person making the
complaint, the insured, the policy number, state ofleggie, the nature of the complaint and the
complaint disposition.

The Company’s policy is to respond to Division complaints wittd calendar days of receipt
when possible, and in a timely manner once it receindsgaluates all required information.

The Company provides a telephone number and address in isnwesponses to consumer
inquiries and on its web site.

The Company monitors complaint handling activity and custoreefice department feedback
through quarterly management reporting to senior manadenaed internal auditing of
Customer Relations’ complaint handling processes and prasedur

The Company’'s CCO receives annual written reports of comy@ativity and trends, which are
reported to the Company’s Board of Directors and Audit Qdtee.

Controls Reliance:  Controls tested via documentation inspection, procedirgervation and/or

corroborating inquiry appear to be sufficiently reliabdebe considered in determining the extent of
transaction testing procedures.

24



REPORT OF THE COMPREHENSIVE MARKET CONDUCT EXAMINATN OF
MASSACHUSETTSMUTUAL LIFE INSURANCE COMPANY

Transaction Testing Procedure: RNA interviewed management and staff responsible for tzontp
handling, and examined evidence of the Company’s related pro@ssesntrols. RNA reviewed the
Company’s complaint registers for the period January 1, 2008ghrMarch 31, 2010 to evaluate the
Company’s compliance with the provisions of M.G.L. ¢. 176D, § 3€I@) to determine whether the
complaint registers included all complaints filed witle Division.

Transaction Testing Results:

Findings: None.

Observations: RNA noted that the Company’s complaint registers includetkaqlired database
elements and that the complaint registers includezbatplaints filed with the Division.

Recommendations: None.

Standard II-2. The regulated entity has adequate complat handling procedures in place and
communicates such procedures to policyholders.

M.G.L. c. 176D, § 3(10).

Objective: This Standard addresses whether the Company has adeopmpiaint handling procedures,
and communicates those procedures to policyholders and consumers

M.G.L. c. 176D, 8§ 3(10) requires that (a) the Company hasndecied procedures for complaint

handling; (b) the procedures in place are sufficient to erediisfactory handling of complaints received
as well as to conduct root cause analyses in areas gegeloomplaints; (c) there is a method for

distribution of and obtaining and recording responses to campltnat is sufficient to allow response

within the time frame required by state law; and (d) tleen@any provides a telephone number and
address for consumer inquiries.

Controls Assessment: See Standard 11-1.

Controls Reliance: See Standard I11-1.

Transaction Testing Procedure: RNA interviewed management and staff responsible for tzntp
handling, and examined evidence of the Company’s related pescasd controls. RNA reviewed five
Division complaints and four consumer complaints from tben@any’s complaint register for the period
January 1, 2009 through March 31, 2010 to evaluate the Company’siaeeplith the provisions of
M.G.L. c. 176D, § 3(10). RNA reviewed the complaint handlingeeh of these complaints, including
the adequacy of documentation supporting the facts and resadfiteach complaint. In addition, RNA
reviewed the Company’s web-site, and various forms sepblioyholders, to determine whether the
Company provides contact information for consumer inquiriesgsred.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, RNA noted that the Company has adeqoattpres in
place to address complaints, and adequately communicateprsgelures to policyholders and
consumers.

Recommendations: None.
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Standard 11-3. The regulated entity takes adequate spes to finalize and dispose of the complaint in
accordance with applicable statutes, rules and regulains, and contract language.

Objective: This Standard addresses whether the Company’s resjpaiteecomplaint fully addresses the
issues raised, and whether policyholders or consumers witlarsfact patterns are treated consistently
and fairly.

Controls Assessment: See Standard 11-1.

Controls Reliance: See Standard I11-1.

Transaction Testing Procedure: RNA interviewed management and staff responsible for tzontp
handling, and examined evidence of the Company’s related pescasd controls. RNA reviewed five
Division complaints and four consumer complaints from tben@any’s complaint register for the period
January 1, 2009 through March 31, 2010 to evaluate the Company’ts eéffoproperly dispose of
complaints.

Transaction Testing Results:

Findings: None.

Observations: RNA noted that the Company fully addressed the issues naigked complaints
reviewed. Documentation for the complaints appeared coepplacluding the original
complaint and related correspondence. It appears that doengtawith similar fact patterns are
treated consistently and reasonably.

Recommendations: None.

Standard 11-4. The time frame within which the regulated entity responds to complaints is in
accordance with applicable statutes, rules and regulains.

Objective: This Standard addresses the time required faCtmepany to process each complaint.
Massachusetts does not have a specific complaint processegtandard in statute or regulation. The
Division has established a practice of requiring that imsurespond to complaints from the Division
within 14 calendar days from the date they receive a notiaecomplaint.

Controls Assessment: See Standard 11-1.

Controls Reliance: See Standard I11-1.

Transaction Testing Procedure: RNA interviewed management and staff responsible for tntp
handling, and examined evidence of the Company’s related pescasd controls. RNA reviewed five
Division complaints and four consumer complaints from tben@any’s complaint register for the period
January 1, 2009 through March 31, 2010 to evaluate the Companydasnt response times.

Transaction Testing Results:

Findings: None.
Observations: The Company appeared to address each of the Division cotapAaihin 14 days
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and each of the consumer complaints timely. The Companyeperespond to complaints in
a timely manner in accordance with its policies, procesjued regulatory requirements.

Recommendations: None.
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. MARKETING AND SALES

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures, (b) the Company's mEsgonvarious information
requests, and (c) a review of several types of étdhe Company.

Standard IlI-1. All advertising and sales materials arem compliance with applicable statutes, rules
and regulations.

M.G.L. c. 176D, 8§ 3; M.G.L. c. 175, 88 18, 121 and 181; 211 CMR 27.05,087 42.09, 65.08 and
95.11; Division Bulletin 2001-02.

Objective: This Standard is concerned with whether the Companytanara system of control over the
content, form and method of dissemination for all adsiag materials.

Pursuant to M.G.L. c. 176D, § 3 and M.G.L. c. 175, § 181,demmed an unfair method of competition
to misrepresent or falsely advertise insurance policresrmuity contracts, or the benefits, terms,
conditions and advantages of such policies and contract§&.LMc. 175, § 18 requires companies to
conduct their business using their corporate name on policiesa@mrchcts. M.G.L. c. 175, § 121
prohibits a life company and producers from making any contréer ahan as plainly expressed in
policies or contracts issued. 211 CMR 27.05 and 27.06 provide poogetdr U.S. military personnel in
the sale of life insurance and annuities. 211 CMR 42.09 reqthe¢ advertising and marketing for
individual disability income and long-term care products rtbsleading. 211 CMR 65.08 specifies
various requirements for marketing of long-term care mste, including identifying group vs.
individual products and that agents should disclose the ménhe carrier that they represent. 211 CMR
95.11 prescribes required information to be furnished to apys for a variable life insurance policy.
Pursuant to Division Bulletin 2001-02, an insurer who maistaim Internet website must disclose on the
website the name of the company as it appears on the egetio€ authority, and the address of its
principal office.

Controls Assessment: The following controls were noted as part of this Saaed

= The Company has adopted written policies and proceduresview and use of advertising and
sales materials, including a provision in agency and prodrtma&racts requiring adherence to
such procedures.

= The USIG compliance department reviews and approves all hifioe and agency or producer
generated sales and advertising materials prior to usesle&tronic work flow system tracks and
documents the review and approval of such sales and adwgntisiterial. All approved sales
and advertising materials have an expiration date, whithbe no more than two years from the
approval date.

= The Company’s career agency system includes an Agency Suopgr@Biicer (“ASO”) at each
general agency. The ASO reviews all letters that agsens to customers, although prior
approval is not required. Agent email is filtered usimiprmation technology controls where
identification of key words may trigger a review by the ASO
The Company discloses its name and address on its website.
The Company’s corporate audit department has periodicallyucted! audits of the Company’s
compliance oversight functions, which approve and monitor theotisales and marketing
materials.

Controls Reliance:  Controls tested via documentation inspection, procedirgervation and/or
corroborating inquiry appear to be sufficiently reliabdebe considered in determining the extent of
transaction testing procedures.
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Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility reriew,
approval and maintenance of sales and advertising majesiadl obtained supporting documentation.
RNA obtained a list of advertising and sales materidliged during the examination period, and selected
10 pieces of field sales materials and 18 pieces of honoe atiles materials to review for accuracy and
reasonableness and evidence of approval prior to use. I8gseces included seven pieces for public
use and 11 pieces for producer use. RNA also reviewed the @gsmpaebsite for disclosure of its name
and address. Finally, RNA sought evidence of the usaapproved sales and marketing materials as
part of new business testing.

Transaction Testing Results:

Findings: None.

Observations: Based on review and testing, advertising and sales materiadsatig appeared
accurate and reasonable, and all were approved by the Compantopuge. The Company’s
website properly disclosed its name and address. Fif\)A noted no use of unapproved sales
and marketing materials as part of new business testingiever, we have concerns about
certain content in some consumer advertising or producmingamaterials, which may be
potentially misleading or suggest actions which may nopbeogriate for consumers.

First, the consumer publicatiowhy Rent When You Can Own? notes that term insurance is used
to meet “temporary, short-term goals.” Our concerina@ describing term insurance as only for
“temporary, short-term goals” is inappropriate. The Camysells 10 and 20 year level term, and
other insurers sell 30 year level term coverage, which aiedselonger than what would be

considered temporary or short term. Additionally, generally,believe that when referring to

purposes such as funding retirement, education or home purctiesesaterials should caveat

that savings and supplemental income are not the primacyidarof permanent insurance and
may not be appropriate for all consumers.

Second, the producer guide;eparing for Retirement and So Much More and other consumer
and producer publications, frequently refer to the low Yavings rate (based on a 2008 study).
The U.S. savings rate has increased significantlyes@09. The publication also uses an
illustration assuming the same savings rate for a consearwy in his or her career as the
expected savings rate for the consumer’s later yeardaligve that this is overly simplified and
not necessarily realistic for many consumers.

Third, the producer guid®pportunity Knocks: Sales Ideas That Open Doors, which is only for
distribution to producers and not to consumers, a comparisghate life and 20 year level term
is given. For the 20 year level term option, the premiurerdihce is invested to yield a 3.6%
after tax rate. Further, the comparison shows that the emmspurchases non-specified life
insurance at year 20, the cost of which is higher thavag in year one. We believe that the
comparison is overly simplified and makes assumptions that aleau@nd inappropriate for all
consumers. Generally, we believe that illustrations @oetain Company sales materials
comparing permanent insurance and term insurance shoultjeetsto similar requirements as
illustrations provided to consumers with appropriate disclosamed assumptions. When
comparing alternatives for general producer use, multiple oitesturn and customer choices
should be illustrated, with reasonably full disclosureushsoptions and assumptions, instead of
one set of assumptions.

Fourth, an article in The Exceptional Parent on Marc009 entitledThink You Have No Money

for a Financial Strategy? Think Again! refersto three pages of recommendations to save money,
improve cash flow and develop financial strategies in camsorft with a financial advisor. One

of the recommendations was to “free up money or fund an elehgaur strategy (such as a life
insurance premium), reduce the amount you contribute to a)4@hfdoyer-matched retirement
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plan. Increase your contribution at your next salary incréasegeneral recommendation to
consumers to reduce employer-matched contributions, particw&en that results in forgoing
an employer-matched contribution, and to increase the comdribat the next salary increase,
should not be made, since the timing and likelihood of theirsadaty increase is uncertain.

Recommendations: The Company should ensure that all references to theséiBgs rate are accurately
stated in all advertising and sales materials and updatiediipally to remain current.

Since the Company has not completed an independent review, thittiggh internal audit or through
U.S. Insurance Group, the Company should conduct an indepentgnaimreview and assessment of
Company and agent non-variable life and fixed annuity advertising sates materials used in
Massachusetts. This review should be conducted by thengi@ance Group Compliance function, (but
not by those primarily and regularly responsible for tedew and approval of advertising and sales
materials), or by qualified internal audit personnel, ordmgalified independent legal and financial
personnel, to ensure that the observations noted above aresaddaad all materials reflect full and fair
disclosure. The audit may be conducted through a stafistiedid, test basis selection based on
sampling guidance contained in th&lC Market Regulation Handbook. The results of this review and a
summary of any subsequent actions taken as a result @vilegy should be provided to the Division by
June 30, 2012.

Based on the results of the independent review described, dbev@ompany should consider developing
a long-term program of ongoing independent review, such as an indepegndéty assurance program
or an internal audit process to review the work, on aogeribasis, of those primarily and regularly
responsible for the review, approval and supervision of advegtsnd sales materials to ensure full
adherence to laws and regulations for full and fair adiegtiand disclosure. Further, based on the
results of the independent review, the Company should considiemipting a procedure to rotate the
primary reviewer to ensure that materials are evaluateddifferent primary reviewer at the next review
date. Based on the results of the independent reviewCahgany should report to the Division by
September 30, 2012 on the consideration of these two contrahaamhants, and describe whether it
plans to implement them, and if not, why not.

Subsequent Actions: The Company has agreed to amend term life insurancketimy materials
immediately to remove “short-term” from such materialfie TCompany has also agreed to ensure
immediately that all references to the U.S. savingsasgeaccurately stated in all advertising and sales
materials.

Standard 11I-2. Regulated entity internal producer training materials are in compliance with
applicable statutes, rules and regulations.

211 CMR 65.08.

Objective:  This Standard is concerned with whether the Company’s peodraining materials are in
compliance with state statutes, rules and regulatiales $naterials that are producer-related are tested i
Standard I11-1.

211 CMR 65.08 requires the Company to provide training to all agelfitegsindividual long-term care
coverage and to maintain evidence of their completion of sacting.
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Controls Assessment: The following controls were noted as part of this Saaad

= The Company has developed extensive agent training and edugsedgrams which are tailored
to the agents’ experience and needs.

= The USIG compliance department reviews and approves altpgad producer sales training
materials. An electronic work flow system tracks dnduments the review and approval of such
sales training materials

s For long-term care business, agents must complete Massdstegeired training with such
training certified by the Company. The Company maintailist af agents that have completed
such training.

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

Transaction Testing Procedure: RNA evaluated compliance with long-term care trainingiiregnents in
conjunction new business testing of five individual long-terne egplications.

Transaction Testing Results:
Findings: None.

Observations: Based upon testing, the Company provided evidence of the complétimmge
term care producer training for five producers.

Recommendations: None.

Standard I1I-3. Regulated entity communications to prodicers are in compliance with applicable
statutes, rules and regulations.

Objective: This Standard is concerned with whether the written ardretéec communication between
the Company and its producers is in accordance with Congityes and procedures.

Controls Assessment: The following controls were noted as part of this Saaed

= Agency communications including electronic mail and bulletine approved by Company
personnel prior to distribution, and are also availablereleically on the Company’s secure web
portal.

= The Company updates agencies and producers on product and coenplaters by circulating
newsletters via the Company’s secure web portal.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibilitydeveloping
and distributing producer communications. RNA also reviewssucer compliance materials in
conjunction with new business testing.

Transaction Testing Results:

Findings: None.

Observations: Based on our review, procedures for communications to prodgesrsrally
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appear appropriate and reasonable.

Recommendations: None.

Standard Ill-4. The insurer's rules pertaining to producer requirements in connection with
replacements are in compliance with applicable status rules and regulations.

211 CMR 27.06(4), 34.04, 42.08 and 42.11.

Objectivee This Standard addresses appropriate replacement handliripebproducer, including
identification of replacement transactions on applicatiand use of appropriate replacement-related
forms. Testing of suitability of all annuity sales is conductedtan8ards IlI-11 through I111-13.

Pursuant to 211 CMR 27.06(4), replacement of Serviceman’s Giiteiplmilitary personnel, unless the
replacement takes effect after the serviceman’s sepafadiorthe military, is considered a deceptive and
unfair trade practice. Pursuantto 211 CMR 34.04, the agdmbker must submit to the insurer as a part
of the application: (a) a statement signed by the applicantdiagavhether the transaction involves the
replacement of existing life insurance or annuities; ané (bipned statement as to whether the agent or
broker knows that the transaction involves or may involve a replme In sales involving external
replacements, producers must provide a copy of the replateméce to applicants at the time of
application. For accident and sickness insurance, 211 CMR 42d082al11 require the application to
inquire whether the sale involves a replacement, and redbee®placing insurer or producer to furnish
a proper replacement notice to the applicant.

Controls Assessment: The following controls were noted as part of this Saaed

Written policies and procedures govern replacement handling.
The Company’s applications require a response from the appdindragent as to whether or not
the insurance policy or annuity contract applied for vefilace another policy or contract.

= Agents are required to submit applications to the Company itlthtde copies of the
Massachusetts replacement disclosure form provided to, and dignete applicant on the
application date.

= Company policy requires that general agents take respotysiioii evaluating all replacement
sales to ensure that they are in the applicants’ besests.

s Reduced commissions are paid on most internal replacen@uliscourage such replacements.
Internal replacement transactions that are eligibtefdll commission include: new contracts
where policy loan proceeds are used from an existing pal&ciong as the existing policy is not
replaced; life policies that quality under a program Hah performing agents, whereby full
commission are allowed for a limited number of replaeet transactions with a limited face
value; and replacements of the Company’s life policy whtn Company’s annuity product, or
vice versa.

= The Company monitors its general agencies for compliantepwiicies and procedures through
annual on-site visits of the general agenciéiring these on-site visits, the general agency is
evaluated for compliance with replacement requirements.

=  The Company monitors agents for the volume and nature ofrémacement sales, and takes
action when considered necessary.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for new
business processing, and obtained supporting documentation. tAef pew business testing, RNA
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selected a sample of 25 life insurance, 15 annuity, fiveviohahl disability income and five individual
long-term care replacement sales from the examination prerdesting. RNA reviewed the applications
to ensure that the replacement questions on the applicatieres properly answered, and reviewed
evidence that the replacement disclosure forms were pyapgned by the applicants at the application
dates, and evaluated whether the replacement sales eghpgeabe suitable for the applicants. RNA
reviewed the audit reports issued by the USIG compliangartieent on the two Massachusetts general
agencies for evidence that suitability and needs assespnoeedures were monitored. Finally, RNA
inquired whether the Company monitors agents for the volumeatocerof their replacement sales, and
the extent and nature of actions taken when necessary.

Transaction Testing Results:

Findings: None.

Observations: The tested life, annuity, individual disability income, andividual long-term
care replacement sales of the Company appear to show thetades meet the applicants’ needs
and comply with Company’s replacement procedures. RNe@dniat all variable life insurance
replacement sales have at least one level of supervisagmwrat the general agencies to meet
regulatory supervisory requirements for the sale aiistes. Since the agent is required to attest
that the replacement sale meets the applicant's neegsnikar level of review is not a
requirement for non-variable life replacement sales.allyinthe Company appears to monitor
agents for the volume and nature of their replacemens,satel takes action as considered
necessary.

Required Actions: The Company shall consider a requirement that all naahlarlife replacement sales
have at least one level of supervisory review to ensutdhbdife replacement is in the best interests of
the applicant. This recommended process would treateatefplacement sales similarly regardless of the
fixed or variable nature of the contracts. The second Evedview could be conducted at the general
agency or in the home office and should be documentedeirCobmpany’s or agency’s records. The
Company, on or before the filing of its board of directifidavits, shall report to the Division on whether
it plans to adopt this recommended process, and if not, why no

Standard 1lI-5. The insurer's rules pertaining to insurer requirements in connection with
replacements are in compliance with applicable statuse rules and regulations.

211 CMR 27.06(4), 34.05 - 34.07, 42.08 and 42.11.

Objectivee This Standard addresses appropriate replacement handlithebCompany, including
identification of replacement transactions on applicatioss, of appropriate replacement-related forms,
and timely notice of replacements to existing insurers.

Pursuant to 211 CMR 27.06(4), replacement of Serviceman’s Giiteiplmilitary personnel, unless the
replacement takes effect after the serviceman’s sepafadiorthe military, is considered a deceptive and
unfair trade practice. Pursuant to 211 CMR 34.05-34.06, aremswrst inform its representatives and
producers of the requirements of 211 CMR 34.04, and requiréféhand annuity applications include a
signed form acknowledging replacement. 211 CMR 34.07 requireseiaswho solicit direct response
sales to obtain a signed form acknowledging replacement. 21R €2/08 and 42.11 require that
applications for accident and sickness insurance ask whethgaleéhevolves a replacement, and require
the replacing insurer or producer to furnish a propeaogphent notice to the applicant.

Controls Assessment: The following controls were noted as part of this Saaed

= Written policies and procedures govern replacement handling.
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s  Company policy requires that all replacements be condistestorded in the Company’s
replacement register.

= The Company reviews submitted life, annuity and individual bdlisg income applications,
which require a signed response from the applicant and prodiudbe application as to whether
or not the policy or contract applied for will replacsther policy or contract. The Company
also reviews submitted application packages for evidencgmédireplacement disclosure forms
from the applicants.

= Written company policy requires that notice to the regacarrier be sent within two to seven
business days for life, individual disability income and vidiial long-term care applications,
and within three business days for annuity applicationsy the date the application is received
“in good order” in the home office.

s Reduced commissions be paid on most internal replacen@rdgscourage producers from
replacing existing Company policies or contracts. Ilateneplacement transactions that are
eligible for full commission include: new contracts whpodicy loan proceeds are used from an
existing policy, as long as the existing policy is notlaeed; life policies that quality under a
program for high performing agents, whereby full commissi@nallowed for a limited number
of replacement transactions with a limited face &aland replacements of the Company’s life
policy with the Company’s annuity product, or vice versa.

The Company provides a 20 day free look on all external repatesales.

Life, annuity, and individual disability income new business msiog functions include a
quality assurance review, during which the home office chegkstan of submitted business to
evaluate the accuracy of the Company’s new business procesBimgrs or non-compliant

application packages are returned to processing or to theasyracessary.

= The Company monitors its general agencies for compliantepwiicies and procedures through
annual on-site visits of the general agenciéiring these on-site visits, the general agency is
evaluated for compliance with replacement requirements.

=  The Company’s long-term care new business and policy servicioggz®s are outsourced to an
unaffiliated third party administrator. The contrachtins performance standards requiring
timely and accurate new business and policy servicing processescompliance with all
applicable laws and regulations. The Company monitors montitiyitya reports to ensure
compliance with Company policies and procedures. The thity pdministrator has a quality
assurance function for its long-term care business pracestieresults reported to the Company
monthly. Finally, the Company performs quarterly undermgitaudits to evaluate compliance
with the Company’s underwriting guidelines.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for new
business processing, and obtained supporting documentation. tAef pew business testing, RNA
selected a sample of 25 life insurance, 15 annuity, fiveviohahl disability income and five individual
long-term care replacement sales from the examinatiorodpdor testing. RNA reviewed these
replacement sales to ensure that they were properlyded|on the Company’s replacement register,
reviewed the notice to the replaced carriers for timesis, and evaluated the commissions paid on internal
replacements to ensure that they were reduced in accerdsith Company policy. Finally, RNA
evaluated the Company’s procedures to monitor replacemevityabsi producer.

Transaction Testing Results:

Findings:. The Company did not send the notice to the replaced caoriasrie annuity sale
within seven business days, in violation of Company policy2dddCMR 34.06.
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Observations: Based upon testing, all replacement sales were pyopecluded on the
Company’s replacement register. Except as noted aboveesiticeplaced carriers were timely
provided. The Company reduced commissions on internal repdaterm compliance with
Company policy. Finally, the Company appears to monitor agenthdovolume and nature of
their replacement sales and take action as consideressaey.

Required Actions: The Company shall enhance the home office review procefiuresbmitted life and
annuity applications to ensure that it always sends tharesl notice to replaced carriers within seven
business days, in compliance with Company policy and 211 CMR 34.06.

Subsequent Actions: The Company has communicated to the annuity new business gimgces
department the requirement to send the notice to replare@rs timely. Further, the Company will
enhance its quality assurance procedures to test for iemmo@hwith this requirement.

Standard 111-6. An illustration used in the sale ofa policy contains all required information and is
delivered in accordance with statutes, rules and redations.

211 CMR 28.09, 31.05, 31.07, 42.09, 65.09 and 95.11; Division Bulletin 2009-03.

Objectivee This Standard is concerned with ensuring that policytitd®ns, policy summaries and
buyer’s guides contain all required information, and anelf provided to applicants.

211 CMR 28.09 establishes requirements for the delivery ofrditisns to applicants. Pursuant to 211
CMR 31.05, non-variable life insurance marketed through ageqtsres insurers to provide applicants
with buyer’'s guides and preliminary policy summaries befibre application is signed, and policy
summaries before accepting premium. However, if the poticypolicy summary contains an
unconditional refund offer, the policy summary may be delivavéd the policy. 211 CMR 31.07
requires producers to disclose that he or she is actimyoasicer in the sale. 211 CMR 42.09 and
Division Bulletin 2009-03 require that accident and sicknesgramee applicants receive disclosure
forms at policy delivery or when the application is madechSforms require disclosure of information
regarding certain policy benefits, terms, premiums]usions and limitations. Also, written disclosure
must be made to the applicant if a policy is issued ottear &s applied for. The regulation and bulletin
also set forth disclosure requirements for Medicaigibdé applicants. 211 CMR 65.09 requires that
individual and group long-term care policies adequately dis@tigolicy provisions, and that applicants
must receive disclosure forms relating to financing, buity, Medicare and Medicaid eligibility, a
policy illustration and an outline of coverage. 211 CMR 95.11 phescniequired information to be
furnished to applicants for a variable life insurance golic

Controls Assessment: The following controls were noted as part of this Saaad

s The Company has written policies and procedures addressngse and distribution of life
insurance and individual disability income policy illustrationssommaries, required disclosure
forms and buyer’'s guides at the application date, and disclogutlee agent that he or she is
acting as producer in the sale.

s The Company has written policies and procedures addredsinglistribution of Company-
required annuity disclosure forms, including 1035 exchange fanaother transfer forms, at the
application date.

»  The Company reviews all submitted life, annuity and indiVidiiaability income insurance
applications to ensure that required forms and discloswesgrovided to the applicants.

= Life, annuity, and individual disability income new business msiog functions include a
quality assurance review, during which the home office chegkstan of submitted business to
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evaluate the accuracy of the Company’s new business procesBimgrs or non-compliant
application packages are returned to processing or to theasyracessary.

=  The Company’s long-term care new business and policy servicioggz®s are outsourced to an
unaffiliated third party administrator. The contrachtins performance standards requiring
timely and accurate new business and policy servicing processescompliance with all
applicable laws and regulations. The Company monitors montitiyitya reports to ensure
compliance with Company policies and procedures. The thity pdministrator has a quality
assurance function for its long-term care business procegtbaesults reported to the Company
monthly. Finally, the Company performs quarterly undermgitaudits to evaluate compliance
with the Company’s underwriting guidelines.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility fomwne
business processing, and obtained supporting documentation. tAef pew business testing, RNA
selected a sample of 50 life insurance, 25 annuity, 25 indivitisebility income and 15 individual long-
term care sales from the examination period for testifiNA reviewed the life insurance, annuity
contract, individual disability income or individual ling-tercare illustrations, policy summaries and
other disclosures, and verified that they were timetwided to the applicants where required. Finally,
RNA noted whether the insurance policies or contractswedenere consistent with those applied for,
and that any changes resulted in full written disclosmapplicants.

Transaction Testing Results:

Findings: For individual long-term care insurance sales, the Comgahwgot provide “A Guide
to Health Insurance for People with Medicare” and th@$bhchusetts Bulletin for People with
Medicare” to those 65 and older and those otherwise eligileviiedicare in violation of
Massachusetts Regulation 211 CMR 42.09(4) and Division Bulg209-03. The required
disclosures were only provided when requested by the applidNA noted the Company’'s
individual long-term care insurance application does not ingulirether the applicant is eligible
for Medicare.

Observations: Based on testing, except as noted above, RNA noted thdifeallannuity,
individual disability income and individual long-term care poliystrations and/or summaries,
disclosures, and buyer’s guides were timely provided to thécaptd when required. Contracts
received by applicants were issued consistent with #ptications, or any changes resulted in
full written disclosure to the applicants.

Required Actions: The Company shall add a question to the individual long-teane insurance
application asking whether the applicant is eligible for M@m@ or otherwise determine how the
Company can obtain such information to be compliant wétulatory requirements. Further, the
Company shall ensure that required disclosures are tpneWyded to all Medicare eligible applicants and
that acknowledgements are properly obtained from the applickimally, the Company’s USIG
insurance compliance group shall conduct an audit to etisar¢he required Medicare disclosures are
being provided to applicants and acknowledgements obtained. The aquatit shall be provided to
management and the Division by October 31, 2011.
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Subsequent Actions: The Company has completed the above required actions andeqgoires that all
applicants receive “A Guide to Health Insurance for Reaplth Medicare” and the “Massachusetts
Bulletin for People with Medicare.” Further, the Company a@dde acknowledgement section to the
Massachusetts application to confirm that the applicaneived these disclosures. Finally, the
Company’s USIG insurance compliance group conducted an tauelitsure that the required Medicare
disclosures are being provided to applicants and to ensatradknowledgements are being obtained.

Standard 11l-7. The insurer has suitability standardsfor its products when required by applicable
statutes, rules and regulations.

211 CMR 27.05, 27.06 and 96.06; U.S. Public Law 109-290.

Objective:  This Standard is concerned with whether the Company rmEnsitability or needs
assessment standards for its products. See Stantdakdmd III-5 for testing of replacement suitability
and Standards IlI-11 through I1I-13 for testing of annsitjtability.

211 CMR 27.05 and 27.06 provide protections for U.S. military perséontiee sale of life insurance and
annuities. 211 CMR 96.06 requires that the producer obtaapitiant’s financial status, tax status and
investment objectives, and any other necessary informatiensure that the annuity is suitable for the
applicant. Further, the insurer shall ensure that a systesnpervision with written procedures and
periodic reviews is in place, to prevent and detect violatafrthese requirements. U.S. Public Law 109-
290 provides protections for U.S. military personnel in the silife insurance and annuities.

Controls Assessment: The following controls were noted as part of this Saaed

= Agents are required to submit complete applications toCivapany that are signed by the
applicant on the application date.
Company policy requires that agents conclude that all sades the applicants’ needs.
Most of the Company’s product applications require submissianfarmation regarding the
applicant’s income, net worth, liquidity, family status aadirce of funds to assist in determining
their needs.

= The Company monitors its general agencies for compliantepwiicies and procedures through
annual on-site visits of the general agenciéiring these on-site visits, the general agency is
evaluated for compliance with suitability standards.

=  The Company’s long-term care new business and policy servicioggz®s are outsourced to an
unaffiliated third party administrator. The contrachtins performance standards requiring
timely and accurate new business and policy servicing processescompliance with all
applicable laws and regulations. The Company monitors montitiyitya reports to ensure
compliance with Company policies and procedures. The thity pdministrator has a quality
assurance function for its long-term care business pracesteresults reported to the Company
monthly. Finally, the Company performs quarterly undermgitaudits to evaluate compliance
with the Company’s underwriting guidelines.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for new
business processing, and obtained supporting documentation. rtAsfp@w business testing non-
replacement sales testing, RNA selected a sample deZ&durance, 20 individual disability income and
10 individual long-term care transactions sales from the ewdion period for testing, to evaluate
whether the sales appeared to meet the applicants’ needdly, RINA reviewed the audit reports issued
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by the USIG compliance department on the two Massachugetteral agencies for evidence that
suitability and needs assessment procedures were monitored.

Transaction Testing Results:

Findings: None.

Observations: RNA noted that each of the non-replacement salesdtegipeared to meet the
applicants’ needs. Finally, the Company appears to monitorcegeprocesses for evaluating
customers’ and needs product suitability.

Recommendations: None.

Standard 111-8. Pre-need funeral contracts or pre-arrangemat disclosures and advertisements are
in compliance with statutes, rules, and regulations.

No work performed. This Standard is not covered opscof examination because the Company does
not offer such products anywhere it is licensed.

Standard 111-9. The regulated entity’s policy forms provide required disclosure material regarding
accelerated benefit provisions.

211 CMR 55.06.

Objective: This Standard is concerned with the required disclssvetated to accelerated benefits
coverage See Standard VI-5 for testing of use of filed policy ferm

211 CMR 55.06 requires that a disclosure statement conceroteieieated benefit provisions on life
insurance, and waiver of surrender charges for early vaivels of annuity contracts, be provided to the
applicant at the time of application.

Controls Assessment: See Standard VI-5.

Controls Reliance: See Standard VI-5.

Transaction Testing Procedure: RNA interviewed Company personnel to understand the prdoess
requesting accelerated benefits coverage. As part of mesiness testing for 50 life insurance
applications, we confirmed that accelerated benefit dincéoriders were completed and signed by the
producers and applicants.

Transaction Testing Results:

Findings: None.

Observations:  All tested life insurance applications had properigned and completed
accelerated benefit disclosure riders. The Company appehayé procedures to provide proper
accelerated benefit disclosures upon request for acteeldvanefits.

Recommendations: None.
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Standard 11I-10. Policy application forms used by depositoy institutions provide required
disclosure material regarding insurance sales.

Objective: This Standard is concerned with ensuring that policy apitdorms used by depository
institutions provide required disclosures.

Controls Assessment: The following controls were noted as part of this Saaed

= The Company has written policies and procedures for salésrapany annuities by depository
institutions, and reviews new business submissions from iepomstitutions for completeness
and use of required Company forms.

= Company policy requires that depository institutions dgelithat the annuity is not a deposit or
other obligation of, or guaranteed by, the depositorytut&in, the FDIC, or any other agency of
the United States.

s The Company’s product information for consumers, contaigsined disclosures addressing
potential loss of value, and that depository institigiaray not tie annuity sales to extensions of
credit when selling Company products.

= The annuity new business processing function includes aygaaurance review, during which
the home office checks all submitted business to ensurealhfibancial information in the
package is internally consistent. Errors or non-complapplication packages are returned to
processing or to the agent as necessary.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for
underwriting, new business processing and contract issuancefewAsf the Company’s sales are
generated by producers at depository institutions, busineseagEh&om the depository institutions was
not specifically identified for testing. None of the new hass files tested was submitted by producers at
depository institutions.

Transaction Testing Results:

Findings: None.

Observations: Based on our review, it appears that the Company has adopeedures to
ensure that depository institutions make required stdetosures.

Recommendations: None.

Standard 111-11. Insurer rules pertaining to producer requirements with regard to suitability in
annuity transactions are in compliance with applicable staites, rules and regulations.

211 CMR 27.05, 27.06 and 96.06; U.S. Public Law 109-290.

Objective: This Standard is concerned with whether the producentamas suitability or needs
assessment standards for its products.

211 CMR 27.05 and 27.06 provide protections for U.S. militarygmexe in the sale of annuities. 211
CMR 96.06 requires that the producer obtain the applicamésdial status, tax status and investment
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objectives, and any other necessary information, to ertsatehe annuity is suitable for the applicant.
Further, the insurer shall ensure that a system of sujmerwisth written procedures and periodic reviews
is in place, to prevent and detect violations of thesairegents. U.S. Public Law 109-290 provides
protections for U.S. military personnel in the sale @ iifsurance and annuities.

Controls Assessment: The following controls were noted in this Standard &tachdards 111-12 and I11-13:

= Company policy requires that agents conclude that all annaiiég sire suitable and meet the
applicants’ needs.

= The Company requires that agents obtain the applicantandial status, tax status and
investment objectives, and any other necessary informaticensure that the annuity is suitable
for the applicant.

= The Company reviews all submitted annuity applications to erteat Company-required forms
and disclosures are provided to the applicants, and Hfeatpplications are complete and
consistent.

= The annuity new business processing function includes ayjaaurance review, during which
the home office checks all submitted business to ensurealihfibancial information in the
package is internally consistent. Errors or non-complapplication packages are returned to
processing or to the agent as necessary.

= The Company monitors its general agencies for compliantepwiicies and procedures through
annual on-site visits of the general agenciéiring these on-site visits, the general agency is
evaluated for compliance with suitability standards.

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

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility donuity
new business processing, and obtained supporting documentatidf.teRed 25 annuity applications
and sales files from the examination period, to evaludtether the agents made appropriate needs
assessments.

Transaction Testing Results:

Findings: None.

Observations: The annuity applications and sales files tested sholadagents obtained the
required financial information and investment objectives, andde appropriate needs
assessments.

Recommendations: None.

Standard I1I-12. Insurer rules pertaining to requirements in connection with regard to suitability
in annuity transactions are in compliance with applicabé statutes, rules and regulations.

211 CMR 27.05, 27.06 and 96.06; U.S. Public Law 109-290.

Objective:  This Standard is concerned with whether the Company reEntitability or needs
assessment standards for its products.

211 CMR 27.05 and 27.06 provide protections for U.S. militarygmexe in the sale of annuities. 211
CMR 96.06 requires that the producer obtain the financialstéax status and investment objectives of
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the applicant, and any other necessary information, arerisat the annuity is suitable for the applicant.
Further, the insurer shall ensure that a system of sujmerwisth written procedures and periodic reviews
is in place, to prevent and detect violations of these reqgemesmU.S. Public Law 109-290 provides
protections for U.S. military personnel in the sale @ iifsurance and annuities.

Controls Assessment: See Standard 111-11.

Controls Reliance: See Standard I11-11.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility donuity
new business processing and obtained supporting documentation. teRfd¢d 25 annuity applications
and sales files from the examination period, to review thm@any’'s efforts to review the applications
for completeness and consistency.

Transaction Testing Results:

Findings: None.

Observations: The annuity applications and sales files tested showddree that the Company
reviewed the applications for completeness and consistency

Recommendations: None.

Standard 111-13. The insurer has procedures in placed educate and monitor insurance producers
and to provide full disclosure to consumers regarding alsales of products involving fixed-index
annuity products, and all sales are in compliance with agjzable statutes, rules and regulations.

211 CMR 96.06.

Objective: This Standard is concerned with whether the Company hasdpresdo educate and monitor
producers, to provide full disclosure to consumers on firddx annuity products and to ensure all such
sales meet statutory and regulatory requirements.

211 CMR 96.06 requires that the producer obtain the finariataiss tax status and investment objectives
of the applicant, and any other necessary information, sarenthat the annuity is suitable for the
applicant. Further, the insurer shall ensure that a systesnpervision with written procedures and
periodic reviews is in place, to prevent and detect violatafrihese requirements.

Controls Assessment: See Standard 111-11.

Controls Reliance: See Standard I11-11.

Transaction Testing Procedure:  RNA interviewed Company personnel with responsibility donuity

new business processing and producer training, and obtained supdodingentation. RNA tested 25
annuity applications and sales files from the examingi®iod, to evaluate whether the agents obtained
the required financial information and investment obyesti and made appropriate needs assessments.
RNA also assessed the Company’s efforts to review thecapiphs for completeness and consistency.

Transaction Testing Results:

Findings: None.
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Observations: The fixed annuity applications and sales files testelitated that the agents

obtained the required financial information and investnajectives, and made appropriate
needs assessments. The fixed annuity applications asdfiggdealso showed evidence that the
Company reviewed the applications for completeness and cngist

Recommendations: None.

Standard 111-14. The insurer has procedures in placed educate and monitor insurance producers
and to provide full disclosure to consumers regarding lasales of products involving index life, and
all sales are in compliance with applicable statutesules and regulations.

No work performed. This Standard is not covered irstape of examination because the Company does
not offer index life products anywhere it is licensed.
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V. PRODUCER L ICENSING

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures, (b) the Company's mEsgonvarious information
requests, and (c) a review of several types of étdhe Company.

Standard 1V-1. Regulated entity records of licensed ahappointed (if applicable) producers agree
with insurance department records.

M.G.L. c. 175, 88 162l and 162S; 18 U.S.C. § 1033; Division Bulletit898-11, 2001-14 and 2008-20.

Objective: The Standard addresses licensing and appointmém Gfompany’s producers.

M.G.L c. 175, 8 162l requires that all persons who solis#|ll or negotiate insurance in the
Commonwealth be licensed for that line of authority. Fuythey such producer shall not act as an agent
of the Company unless the producer has been appointed by the CompamaniptosM.G.L c. 175, 8
162S.

Pursuant to 18 U.S.C. 8§ 1033 of the Act, it is a crimintdnsfe for anyone “engaged in the business of
insurance” to willfully permit a “prohibited person” tmnduct insurance activity without written consent
of the primary insurance regulator. A “prohibited perssrén individual who has been convicted of any
felony involving dishonesty or a breach of trust or certain otfienses, who willfully engages in the
business of insurance as defined in the Act. In accoedarth Division Bulletins 1998-11 and 2001-14,
any entity conducting insurance activity in Massachusetssthe responsibility of notifying the Division,
in writing, of all employees and producers acting as agehts are affected by this law. Individuals
“prohibited” under the law may apply to the Commissionemfaotten consent, and must not engage or
participate in the business of insurance unless and ungilieegranted such consent. Division Bulletin
2008-20 clarifies that licensure requirements are uniforrh wagard to producers and companies who
market and sell any kind of variable life or annuity prodiegardless of whether it is an individual or a
group product.

Controls Assessment: The following controls were noted in review of this Slanml:

= The Company’s producers include agents in the career aggsteyns(*CAS”) and a third party
producer distribution (“TPD") channel. CAS includes approxetya4,700 individual producers
under exclusive contract in approximately 85 general agencieggtivot the U.S including two
in Massachusetts. The TPD channel consists of businéigsethat do not have exclusive
selling arrangements with the Company, such as securibg&erbrand financial planners. The
TPD channel also includes approximately 30 national accdbatsare serviced by the home
office.

= The Company requires any producer who sells insurance f@dimpany to be licensed, and the
Company verifies that the producer is licensed by the Firldndiastry Regulatory Authority, as
appropriate. For long-term care business, the producer manst completed Massachusetts-
required training with such training certified by the Company

n  CAS general agencies have written contracts requiring tttemmaintain errors & omission
coverage and to meet standard duties and responsibilitbdsging supervising individual sub-
producers. Each individual sub-producer contracts with thergleagency using a standard
agreement that requires the sub-producer to participate irComepany’s fidelity bonding
program. The sub-producer contract must be approved by the Companiommpointment.
Criminal, civil litigation, securities, and financibhckground checks for the past five years are
conducted on newly appointed CAS producers and sub-producers.
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» The TPD business entities have written contracts wieéhGompany, which require them to
maintain errors & omission coverage, to meet standaretsdaind responsibilities, including
supervising individual sub-producers, and to perform findrgoia criminal background checks
on their sub-producers.

s The Company seeks approval of the Division regarding the apmmintof any “prohibited
person” when the Company wishes to appoint such an agent.

= The Company requires that all producers and sub-producers gvha sontract be appointed as
agent within 15 days from the date the contract is execuBedducers and sub-producers are
appointed as agents using the Massachusetts On-line Prdfegmstration and Appointment
System (“OPRA") and the NAIC’s producer database. A Commlatabase tracks all agent
appointments and producer licenses.

=  The Company completes an annual reconciliation of its agentrapyoit records with those of
the Division with any differences researched and addressed.

s The Company’s distribution compliance department performs arsudits of the general
agencies to monitor compliance with various Company peliared procedures, including those
related to producer licensing and appointment.

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

Transaction Testing Procedure: RNA interviewed Company employees with responsibilityfimducer
contracting, processing of agent appointments and recommiliafi agent records. RNA tested agent
appointment procedures in conjunction with testing of 45 lifeuiance, 25 annuity, 20 individual
disability income, and 10 individual long-term care non-declinedssdiiring the examination period.
RNA verified that the sales agent for each policy watuged on the Division’s list of the Company’s
appointed agents at the time of sale. RNA also verifiatthe appointment dates on the Division’s and
the Company’s databases matched within reason for tesesdveladére the sales agents were appointed in
20009.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company’s agents were properlydatemsl appointed
at the date of sale.

Recommendations: None.

Standard 1V-2. The producers are properly licensed anéppointed (if required by state law) in the
jurisdiction where the application was taken.

M.G.L. c. 175, 88 162l and 162S; 18 U.S.C. § 1033; Division Bulletit898-11, 2001-14 and 2008-20.

See Standard IV-1 for testing.
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Standard IV-3. Termination of producers complies withapplicable standards, rules and
regulations regarding notification to the producer and motification to the state, if applicable.

M.G.L. c. 175, 88 162R and 162T.

Objective: This Standard addresses the Company’s termination a@lupeos in accordance with
applicable statutes requiring notification to the statethegbroducer.

Pursuant to M.G.L. c. 175, 8 162T, the Company must notif{ptiigion within 30 days of the effective
date of a producer’s termination, and if the termorativas “for cause” as defined in M.G.L. c. 175, §
162R, the Company must notify the Division of such cause. Fuih@:.L. c. 175, 8 162R provides the
reasons for which the Company may terminate a producer’'srap@oit as agent, and the reasons for
which the Division may terminate a producer’s license.

Controls Assessment: The following controls were noted in review of this Slanml:

= The Company maintains an automated producer databaselk@ltrappointments, terminations
and other licensing changes related to its agency force.

=  The Company’s policy is to notify the Division through OPBffagent terminations as required
by statute.

= The Company’s policy is to notify the Division of the reason fomagerminations when the
terminations are “for cause.”

s The Company has a process for notifying agents that theiirupgmts have been terminated,
which complies with statutory and contractual requiresien

= The Company completes an annual reconciliation of its @gemination records with those of
the Division.

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

Transaction Testing Procedure:  RNA interviewed Company employees with responsibility f
processing agent terminations. RNA selected 10 agemingtions from the examination period, to
determine whether the Company gave timely notice of the tetionsab the Division and the agents. As
a result of the findings below, RNA performed additionalingsof 2010 agent terminations to evaluate
the Company’s enhanced procedures.

Transaction Testing Results:

Findings: RNA noted that three of the 10 agent terminationgdefsbm the examination period
were not timely reported to the Division. Similarlyreé additional agents were not properly
notified of their terminations, in violation of M.G.L.. 475, 8 162T. As a result of new
procedures which were being implemented by the Compamygdine examination testing, RNA
selected 2010 agent terminations for testing. The resultsatedi that for the period April 1,
2010 through June 30, 2010, agent terminations were processedordaace with statutory
requirements.

Observations: None.

Recommendations: The Company should ensure that agent terminationsnoento be properly and
timely reported to the Division and that notice to telated agents is timely.
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Standard 1V-4. The regulated entity’s policy of produce appointments and terminations does not
result in unfair discrimination against policyholders.

Objectivee The Standard addresses the Company’s policy for ensiinamgroducer appointments and
terminations do not unfairly discriminate against policyhade

Controls Assessment: See Standards 1V-1 and IV-3.

Controls Reliance: See Standards V-1 and 1V-3.

Transaction Testing Procedure: RNA interviewed individuals with responsibility for producer
contracting, appointments and terminations. RNA testedt agpgointments in conjunction with testing
of 45 life, 25 annuity, 20 individual disability income, and 10 individieag-term care non-declined
sales and 10 agent terminations from the Company’'s recordsydine examination period, for any
evidence of unfair discrimination against policyholders.

Transaction Testing Results:

Findings: None.

Observations: Based on the results of testing, RNA noted no evidencefairudiscrimination
against policyholders resulting from producer appointmentsendrtations.

Recommendations: None.

Standard 1V-5. Records of terminated producers adequatgl document the reasons for
terminations.

M.G.L. c. 175, 88 162R and 162T.

Objective: The Standard addresses the Company’s documentatioodofogr terminations.

Pursuant to M.G.L. c. 175, 8 162T, the Company must notif{ptiigion within 30 days of the effective
date of a producer’s termination, and if the termorativas “for cause” as defined in M.G.L. c. 175, §
162R, the Company must notify the Division of such cause. Fuih@:.L. c. 175, 8 162R provides the
reasons for which the Company may terminate a producer’'srap@oit as agent, and the reasons for
which the Division may terminate a producer’s license.

Controls Assessment: See Standard 1V-3.

Controls Reliance: See Standard 1V-3.

Transaction Testing Procedure:  RNA interviewed Company employees with responsibility f
processing agent terminations. RNA selected 10 termimgafirom the examination period to test for
adequate documentation of termination reasons. Further,redéwed the terminations to note whether
any were “for cause,” and whether any such terminations aneltited reasons were communicated to
the Division.

Transaction Testing Results:

Findings: None.
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Observations: Based on the results of testing, RNA noted that the redsorterminations were
adequately documented. The Company appears to have a gorcessimunicating “for cause”
terminations and related reasons to the Division. Noieedferminations tested was “for cause.”

Recommendations: None.

Standard IV-6. Producer account balances are in accordaneeth the producer’s contract with the
insurer.

Objective: The Standard is concerned with whether the Company’sactsitwith producers limit
excessive balances with respect to handling funds.

Controls Assessment: The following controls were noted in review of this Slanml:

= The Company’s policies are direct billed, mitigating thegiality for excessive balances owed
by producers.

s The Company pays producers’ commissions in accordancewmitien producer contracts, and
permits draws against future commissions.

= The Company actively monitors producers’ account balanceadare that outstanding amounts
are within limits it deems reasonable.

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

Transaction Testing Procedure: RNA interviewed individuals with responsibility for producer
contracting and commission processing.

Transaction Testing Results:

Findings: None.

Observations: Based upon review of Company procedures, the Company appeaavetcah
process for ensuring that producer account balancesreeasonable.

Recommendations: None.
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V. POLICYHOLDER SERVICE

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures, (b) the Company's mEsgonvarious information
requests, and (c) a review of several types of étedhe Company.

Standard V-1. Premium notices and billing notices are sg& out with an adequate amount of
advance notice.

M.G.L. c. 175, 88 108, 110B, 187C and 187D; 211 CMR 65.10.

Objective: This Standard addresses efforts to provide policyholdls sufficient advance notice of
premiums due and disclosure of the lapse risk due to nongudym

M.G.L. c. 175, § 108 requires that accident and sickness popceesde a 10 day grace period on
premium payments for monthly premium policies, and a 31 dagegperiod for quarterly or annual
premium policies after the due date before lapse caar.ocPursuant to M.G.L. c. 175, § 110B, no
individual life or accident and sickness insurance policiay lapse for nonpayment of premium until
after three months from the premium due date, unlesswilithidays prior to the due date, the Company
has mailed a notice to the policyholder showing the prentdiuenand the due date, with notice that the
policy will lapse if no payment is made on or before the date. M.G.L. c. 175, 88 187C and 187D
require written notice to the policyholder for Company cdatiehs, including those for non-payment of
premium. 211 CMR 65.10 requires that long-term care polic@sd® notice of premium due at least 30
days prior to the due date, and allows policyholders tiguae one additional person to receive lapse or
termination notices.

Controls Assessment: The following controls were noted in review of this Slanml:

= Life insurance and individual disability income policyholders meéact to pay premiums either
quarterly, semi-annually or annually by check; or monthly electronic funds transfer.
Individual disability income policies are also list billewbnthly through an employer.

= The Company generates and mails billing notices for indivitifealinsurance and disability
income policies 20-30 days prior to the installment due datee billing notices state that the
policies will lapse unless payments are made.

= If individual life insurance or disability insurance premi are not received by the due date, a
reminder notice is sent 5-20 days after the due dateovArdue premium notice is mailed 21
days after the due date stating that if the overdue prensiunot paid, the policy will lapse for
non-payment 62 days after the original due date. If paymesttll not made the policy lapses,
and a final notice of lapse is sent to the policyhol@emerally, lapsed policies are available for
reinstatement with approval from the underwriting department

»  The Company has written service standards to ensurenibly fprocessing of premium billing,
reminder and lapse notices. Management monitors perfornmagicies to evaluate compliance
with Company goals.

= Long-term care premium and billing notices are processeal thyrd-party administrator, which
provides numerous management reports summarizing premitivityaand time and service
standards compliance. The third party administrator hadieyholder service quality assurance
function, and such monthly results are reported to thepaagn Finally, the Company’s risk
management team performs an annual compliance audit of tep#rty administrator’s long-
term care policyholder service processing functions. Auditlteeare reported to management,
and any follow-up recommendations are monitored.
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Controls Reliance:  Controls tested via documentation inspection, procedirgervation and/or
corroborating inquiry appear to be sufficiently reliabdebe considered in determining the extent of
transaction testing procedures.

Transaction Testing Procedure: RNA discussed billing procedures with Company personnel, and
obtained supporting documentation. RNA selected five lifairence and three individual disability
income policies, which lapsed for non-payment during the exaimmperiod, to test for compliance with
policies, procedures and statutory requirements.

Transaction Testing Results:

Findings: None.

Observations: RNA noted that the Company gave adequate notice priap$se Ifor each policy
tested, in compliance with statutory requirements. Heartpremium billing notices appeared to
be mailed to the policyholders with adequate advance noticenelnded required disclosure of
potential lapse in the event of non-payment.

Recommendations: None.

Standard V-2. Policy issuance and insured-requested cariegions are timely.

M.G.L. c. 175, 8§ 187C and 187H; 211 CMR 34.06 and 42.05.

Objective:  This Standard addresses the Company’'s procedures toe etimir insured-requested
cancellations are processed timely. Policy issuagtet is included in Standard VI-6.

M.G.L. c. 175, § 187C provides that the insured may cansebmher policy by giving notice to the
Company or a producer. M.G.L. c. 175, § 187H requires the Comparpvide a 10 day free look on
low face amount life policies. Further, 211 CMR 34.06 nexsuthat a 20 day free look be given on life
and annuity replacements. Finally, 211 CMR 42.05 reqtinasa 10 day free look be given on disability
income and long-term care insurance paolicies.

Controls Assessment: The following controls were noted in review of this Slanml:

= Upon request to cancel a life insurance, individual disylimcome policy or annuity contract,
the Company sends the owner a form requiring his or her signdtose Company communicates
the cancellation request to the agent to enable the coherreéithe business. The cancellation
request is effective on the date the Company receivesghedsform. A check for any return
premium and surrender value is sent to the policyholder muitgncontract holder within five
days.

= All owners have the right to return (“free look”) newly puratisontracts within the time period
stated in the contracts, which meet or exceed minimatutery requirements. Premium refunds
are to be promptly returned to the owners.

s The Company has written service standards to ensurembby fprocessing of policyholder and
contract holder requested transactions. Management nmspgoformance metrics to evaluate
compliance with Company goals.

s Life insurance, annuity, and individual disability income pgdialder service processing
functions include a quality assurance review, during whadi-gsue transactions are sampled to
evaluate the accuracy and timeliness of the Company’s polasthihnsaction servicing.
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m  The Company conducts post-sale policyholder satisfaction sunfégdife insurance customers.
Survey results are summarized and reported to manageéniten grievances are addressed
through the Company’s complaint handling processes.

= Long-term care new business and policyholder service tramss@tre processed by a third-party
administrator, which provides numerous management repanignarizing premium activity and
time and service standards compliance. The third partyréstnaitor has a policyholder service
quality assurance function, and such monthly results areteeptm the Company. Finally, the
Company’s risk management team performs an annual complandit of the third party
administrator’s long-term care policyholder service proces&imgtions. Audit results are
reported to management, and any follow-up recommendatiemaa@nitored.

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

Transaction Testing Procedure: RNA discussed free look and insured-requested canoallatocedures
with Company personnel, and obtained supporting documentationrA deMcted five life insurance
insured-requested cancellations and five annuity surrefidensthe examination period, to ensure that
requests were processed accurately and timely. Addilyoras part of new business testing, RNA noted
11 life insurance, one annuity, seven individual disability irecand two individual long-term care
underwriting applications where the applicants exercised fremrlook option. RNA verified that the
Company timely and accurately processed the free looks.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the free looks, insured-requested lediores and surrenders
were processed accurately and timely, in compliande statutory requirements.

Recommendations: None.

Standard V-3. All correspondence directed to the redated entity is answered in a timely and
responsive manner by the appropriate department.

Objective: This Standard addresses the Company’s procedures fadipgotimely and responsive
information to customers.

Controls Assessment: The following controls were noted in review of this Slanml:

s The Company’s life insurance and individual disability incorokcgholder and annuity contract
holder service functions include a post-issue call cantanswer questions from customers and
agents. Customer service representatives also respomdtten correspondence and process
post-issue transactions.

= The Company has written service standards to ensurearbby fprocessing of policyholder and
contract holder correspondence. Management monitors perfemaetrics to evaluate
compliance with Company goals.

= Long-term care policyholder service transactions are preddsg a third-party administrator,
which provides numerous management reports summarizing langgeficyholder service
activity and time and service standards compliance. Thel tharty administrator has a
policyholder service quality assurance function, and such myorgbults are reported to the
Company. Finally, the Company’s risk management team pesfan annual compliance audit of
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the third party administrator’'s long-term care policyholdewise processing functions. Audit
results are reported to management, and any follow-up recotgatiens are monitored.

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

Transaction Testing Procedure: RNA discussed correspondence procedures with Company pdrsonne
and obtained supporting documentation. RNA also evaluatedaimpady’s efforts to correspond with
policyholders and contract holders in various complaint handtialicyholder service, underwriting and
claims standards.

Transaction Testing Results:

Findings: None.

Observations:  Based upon testing, the Company appears to timely correspord wit
policyholders and contract holders.

Recommendations: None.

Standard V-4. Whenever the regulated entity transfers t@ obligations of its contracts to another
regulated entity pursuant to an assumption reinsurance greement, the regulated entity has gaine
the prior approval of the insurance department and the rgulated entity has sent the required
notices to its affected policyholders.

1=

No work performed. This Standard is not applicablehesCompany did not enter into assumption
reinsurance agreements during the examination period.

Standard V-5. Policy transactions are processed accurateind completely.

M.G.L. c. 175, 88 110H, 123, 126, 139, 142 and 187B; 211 CMR 95.08.

Objective: This Standard addresses loan interest rates aneédwes for processing beneficiary and
ownership changes, conversions, policy loans and maturities.

M.G.L. c. 175, 8§ 110H requires notice to the policyholder faident and sickness insurance, including
disability income coverage cancelable at age 65, at least 6(Qoday to cancellation. M.G.L. c. 175, §
123 requires a disinterested witness for life insuranceibeng changes. M.G.L. c. 175, 8 126 limits life
insurance beneficiary changes once a married woman isdnasneeneficiary. M.G.L. c. 175, § 139
limits face amounts of conversions for rewritten lifssurance policies or annuity contracts with an
effective date prior to the exchange application date. M.6.175, § 142 addresses loan interest rates for
non-variable whole life policies. M.G.L. c. 175, § 187B reegiinsurers to return premium after they
cancel any insurance policy. 211 CMR 95.08 governs poliayslam variable life policies including
transactions after the initial sale

Controls Assessment: The following controls were noted in review of this Slanml:

s Company policy provides for beneficiary and ownership change seqieebe effective upon the
signing and mailing of a properly completed form. Companicpokquires a witness signature
to process life beneficiary changes.
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= Company policy requires a signed written request to prddessmsurance policy loans greater
than $25,000. Smaller policy loan requests may be made mgp@her life insurance policy
changes are made in writing or by phone, but significant poheyiges must be made in writing.
The call center staff regularly process name and addressges, dividend payments, certain
policy coverage changes and certain policy rider changes.

m  The call center staff regularly process annuity conthemtder name and address changes, and
variable annuity sub-account changes.

»  The Company gives written notice to life insurance poliogéid and annuity contract holders
prior to policy maturity, and advises them of variouslesient and reinvestment options.

s The Company has written service standards to ensurembby fprocessing of policyholder and
contract holder service transactions. Management monier®rmance metrics to evaluate
compliance with Company goals.

s Life insurance, annuity, and individual disability income pgdialder service processing
functions include a quality assurance review, during whadi-gsue transactions are sampled to
evaluate the accuracy and timeliness of the Company’s policyhaldér contact holder
transaction servicing.

= Long-term care policyholder service transactions are preddsg a third-party administrator,
which provides numerous management reports summarizing polieyhsérvice activity and
time and service standards compliance. The third partyrestnaitor has a policyholder service
quality assurance function, and such monthly results areteeptm the Company. Finally, the
Company’s risk management team performs an annual conplandit of the third party
administrator’s long-term care policyholder service proces&imgtions. Audit results are
reported to management, and any follow-up recommendatiemaa@nitored.

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

Transaction Testing Procedure: RNA discussed policy change procedures with Company persamdel,
obtained supporting documentation. RNA selected eight léargfichange requests (five life insurance
and three annuity), six ownership change requests (fivéenki@ance and one annuity), and six policy
loan requests (five life insurance and one annuity) frometkemination period, to ensure that the
Company processed transactions accurately, timely and andacce with statutory requirements and
policy provisions.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company appears to process policyholtieontract
holder transactions accurately and timely in accordande stéitutory requirements and policy
provisions.

Recommendations: None.

Standard V-6. Reasonable attempts to locate missing poliwlders or beneficiaries are made.

M.G.L. c. 200A, 88 5A, 5B, 6D, 7-7B, 8A and 9.

Objectivee This Standard addresses efforts to locate missingact owners and beneficiaries, and to
comply with escheatment and reporting requirements.
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M.G.L. c. 200A, 88 5A, 5B, 6D, 7-7B, 8A and 9 state that aunea life policy, annuity contract and
unclaimed dividends are presumed abandoned if unclaimed for namethtee years after the funds
become payable. Annual reporting to the State Treasuréite @egarding efforts to locate owners is
required, and the statutes require payment to the Stedistner’s Office for escheated property.

Controls Assessment: The following controls were noted in review of this Slanml:

s Company policy requires that unclaimed maturities, unclaimesimium refunds, uncashed
checks for life insurance and annuity death claims bertep and escheated when the owner
cannot be found.

s The Company has implemented procedures for locating lost swieough searches of
Company records and public databases. Once unclaimed tizaekbeen outstanding for more
than nine months, the Company conducts further research andaséttlr to the last known
address in an attempt to locate the owner. When a cheetursied, a check stop payment is
issued, and notice to the owner is given that the check payrasnteturned and/or not cashed,
and subsequently voided. A new check is sent once a laeltieess is located. For checks
outstanding for more than nine months where a new addrasst ifound, the amounts are
reported and escheated according to Massachusetts rstagigfoirements.

= The Company completes a periodic comparison of the Company’'sictsnin-force against the
Social Security Death Index in an attempt to locate dedgaslicyholders or contract holders.

= The Company annually reports escheatable funds to theTséatgurer on May 1st as required by
statute. Prior to escheatment of funds, a finahgites made to locate the owner.

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

Transaction Testing Procedure: RNA discussed with Company personnel procedures for hgrati

missing policyholders, contract holders and beneficiaries pasckdures for escheatment of funds, and
reviewed supporting documentation. RNA reviewed the eschetfilileg made to the State Treasurer

for 2009. The Division also circulated a survey to the Compaswell as to other domestic life insurers,
on these procedures.

Transaction Testing Results:

Findings: None.

Observations: The Company appears to have processes for locating mipsiigyholders,
contract holders and beneficiaries, and appears to malsonable efforts to locate such
individuals. The Company appears to report unclaimed itemseacheat them as required by
statute, when the Company is made aware of such eschetdatsle

Recommendations: None.

Standard V-7. Unearned premiums are correctly calculatec@nd returned to the appropriate party
in a timely manner and in accordance with applicable states, rules and regulations.

M.G.L. c. 175, 8§ 119B, 119C, 187C and 187D.

Objective: This Standard addresses the calculation and tiralyrr of unearned premiums.
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M.G.L. c. 175, § 119B requires that proceeds payable undéndifieance policies include reimbursement
for unearned premiums paid. M.G.L. c. 175, 8§ 119C requireseist to be paid on life insurance
proceeds left on deposit beginning 30 days after death..UMcG175, 88 187C and 187D require written
notice to the policyholder for Company cancellations, inclutiioge for non-payment of premium.

Controls Assessment: The following controls were noted in review of this Slanml:

= The Company’s policy and contract administration systen@aiically calculate the unearned
premium on cancelled policies and unearned premium afiesared’'s death. Such amounts are
returned to owners or beneficiaries.

= Upon request to cancel a life insurance, individual disyalimcome policy or annuity contract,
the Company sends the owner a required form, which he or shesigns The Company
communicates the cancellation request to the agent toeeti@blconservation of the business.
The cancellation request is effective on the date thep@oynreceives the signed form, and a
check for any return premium and surrender value is eghetpolicyholder within five days.

= All owners have the right to a free look for newly purchasedtracts within the time period
stated in the contracts. Premium refunds are to begphpneturned to the owners.

= The Company has written service standards to ensurearbby fprocessing of policyholder and
contract holder requested transactions. Management nmspgoformance metrics to evaluate
compliance with Company goals.

= Life insurance, annuity, and individual disability income pdialder service processing
functions include a quality assurance review, during whadi-issue transactions are sampled to
evaluate the accuracy and timeliness of the Company’s polasthihnsaction servicing.

= Long-term care policyholder service transactions are preddsg a third-party administrator,
which provides numerous management reports summarizing polieyhsérvice activity and
time and service standards compliance. The third partyrestnaitor has a policyholder service
quality assurance function, and such monthly results areteeptm the Company. Finally, the
Company’s risk management team performs an annual conplandit of the third party
administrator’s long-term care policyholder service proces&imgtions. Audit results are
reported to management, and follow-up recommendations aréonaohi

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

Transaction Testing Procedure: RNA discussed return premium calculation procedures @aimpany
personnel, and obtained supporting documentation. RNA seleeotelife insurance insured-requested
cancellations and five annuity surrenders from the examinpéadnd, to ensure that unearned premiums
were properly calculated and timely returned. Additignadk part of new business testing, RNA noted
11 life insurance, one annuity, seven individual disability irecand two individual long-term care
underwriting applications where the applicants exercised fremrlook option. RNA verified that the
Company timely and accurately processed the free looks. Fudthrérg life insurance claim testing,
RNA tested claims where unearned premium was due tcetigfibiary, to ensure that unearned premium
was timely paid.

Transaction Testing Results:

Findings: None.

Observations: Based upon review and testing, unearned premium appeared pgooperly
calculated and timely returned to the policyholder. Uneapmechium was timely paid on life
insurance claims where such premium was due to the biamgfi

Recommendations: None.
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Standard V-8. Reinstatement is applied consistently ann accordance with policy provisions.

M.G.L. c. 175, 88 108, 132(11) and 187G; 211 CMR 65.10.

Objective: This Standard addresses consistent reinstatemeoésgiog in compliance with policy
provisions.

M.G.L. c. 175, § 108 addresses individual disability income&pokinstatement requirements. M.G.L. c.
175, 8 132(11) requires that life insurance policies allawdmstatement. M.G.L. c. 175, 8 187G states
that for life policies which lapse during a strike by guroers, in the case where the premiums are
collected by the producers, the insured is entitled tsta@iement without evidence of insurability within
31 days of the authorized termination of the strike. 211 @4RO0 requires that long-term care policies
allow for reinstatement for five months after policy teration if the policyholder was cognitively
impaired or functionally incapacitated before the gracegexpired.

Controls Assessment: The following controls were noted in review of this Slanml:

= Most lapsed life insurance and individual disability incopmticies may be reinstated by the
policyholder.

= The policyholder must undergo various levels of underwriting paaeinstatement, depending
upon when the policy lapsed. Unpaid premiums must be pagihiiate the policy.

s The Company has written service standards to ensurentiedy tprocessing of reinstatement
requests. Management monitors performance metricsvatuae compliance with Company
goals.

» Long-term care underwriting and policyholder services are pseck by a third-party
administrator, which provides numerous management repanignarizing premium activity and
time and service standards compliance. The third partyrestnaitor has a policyholder service
quality assurance function, and such monthly results areteeptmw the Company. Finally, the
Company performs quarterly underwriting audits to evaluataptiance with the Company’s
underwriting guidelines.  Audit results are reported to managg and any follow-up
recommendations are monitored.

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

Transaction Testing Procedure: RNA discussed reinstatement procedures with Compaspmeel and
obtained supporting documentation. RNA selected thredngerance and two individual disability
income reinstatements from the examination period, tairrenshat reinstatements were handled
consistently, timely and in accordance with policy provisio

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company consistently and timetggsed each of the
reinstatement transactions in accordance with poligyigions.

Recommendations: None.
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Standard V-9. Non-forfeiture options are communicatedd the policyholder and correctly applied
in accordance with the policy contract.

M.G.L. c. 175, 88 134A, 143, 144, 144A %2, 146 and 146A; Division Bue&2000-02.

Objective: This Standard evaluates notification to life policyhaddegarding non-forfeiture options, and
requires application of these options in accordance witledh&ract. The selection of life dividend and
non-forfeiture options is reviewed in conjunction with new busitessng and the procedures noted in
Standard VI-10.

M.G.L. c. 175, § 134A states that an individual certifidadgler under a group life insurance policy who
is entitled under the terms of the policy to convert totlzer policy type within a specified time after
occurrence of an event, shall be notified of such privilegd its duration within 15 days after the
occurrence. M.G.L. c. 175, § 143 states that life poliaied deferred annuity contracts are subject to
laws limiting forfeiture applicable on the date of issue.

M.G.L. c. 175, 8§ 144 allows life insurance policyholders to etecteceive cash value upon policy
surrender, to take a specified paid-up non-forfeiture beoefi receive an actuarially equivalent benefit
in the event of default. Also, deferred annuities, othan single premium contracts, shall provide that, in
the event of nonpayment of premium after three years’ prasibave been paid, the annuity shall be
converted into a paid-up annuity for such proportion of the originality as the number of years’
premiums paid bears to the premiums required under theacontrM.G.L. c. 175, § 144A¢ defines
required provisions in annuity contracts. M.G.L. c. 175, §dpldies the provisions of M.G.L. c. 175, 8
144 to industrial life insurers, with the provisions relatedcash surrender values applicable after
premiums have been paid for five years. Under M.G.L. c. 87B46A, a lapse for nonpayment after
three years of an insured making premium payments reqghiaéghe insurer send a notice within six
months of lapse, setting forth any non-forfeiture beratfier than one elected by the insured. Division
Bulletin 2000-02 addresses universal life and variable lifiapse guarantees, advertising requirements
and disclosure requirements.

Controls Assessment: The following controls were noted in review of this Slanml:

s  The Company uses policy forms designed to meet statutomeguathtory requirements, and
has filed these with the Division for approval prior te.us

= The Company provides applicants for life policies with sdvenadend or non-forfeiture
options, which are listed on the applications. Upon lapsesdlieeted non-forfeiture option is
applied to any cash value remaining in the policy.

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

Transaction Testing Procedure: RNA discussed non-forfeiture procedures with Company perkamnte
reviewed supporting documentation. In conjunction with new bssitesting, RNA reviewed 50 life
insurance applications and sales files from the examinateodpéo ensure the applicant selected a non-
forfeiture option. During testing of life insurance lapaesl life insurance reinstatements, RNA sought
any evidence of inappropriate application of the policyholdersctsdl non-forfeiture options.

Transaction Testing Results:

Findings: None.
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Observations: Based upon testing, the Company appears to communicate notuferfgtions
to policyholders, and to ensure that life insurance apypbcselect a non-forfeiture option at the
application date. Finally, RNA found no evidence of inappede application of non-forfeiture
options.

Recommendations: None.

Standard V-10. The regulated entity provides each poljcowner with an annual report of policy
values in accordance with statute, rules and regulations dnupon request, an in-force illustration
or contract policy summary.

211 CMR 28.10 and 95.13.

Objective: This Standard addresses periodic disclosure to theypolder of contract information. Life
policy illustration requirements are tested in Standiu®l

211 CMR 28.10 requires that the company provide an annual regmliof values for non-variable life
policies. 211 CMR 95.13 requires that certain disclosures bedmvio variable life policyholders
including an annual report with cash surrender value, yaktee, death benefit, partial surrenders, policy
loans, interest charges, and any optional payments allowedummary of the performance of each
separate account (including investment returns, investnietds expenses charged, and any change in
investment objectives) is required.

Controls Assessment: The following controls were noted in review of this Slanml:

= The Company mails annual reports to life insurance policyl®loie the policy anniversary date,
disclosing policy cash value, policy insured value, henebst, mortality cost, loan amounts,
accrued interest, dividends and projected values fandkeyear.

s  The Company mails annual reports to all annuity contractehs| disclosing current contract
current value and the projected value for the next year.

= The Company has written service standards to ensuremély fprocessing of annual reports to
policyholders and contract holders.

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

Transaction Testing Procedure: RNA discussed annual report disclosure procedures @atmpany
personnel, and selected five life insurance and five anmaumtypal reports sent to owners during the
examination period for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company appears to have adequateuprsckmn
providing life policyholders and annuity contract holders with lymannual reports, in
compliance with Company policies and regulatory requirgme

Recommendations: None.
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Standard V-11. Upon receipt of a request from policyhder for accelerated benefit payment, the
regulated entity must disclose to the policyholder theffect of the request on the policy’s cash value
accumulation account, death benefit, premium, policydans and liens. The regulated entity musit
also advise that the request may adversely affect the reagmt’'s eligibility for Medicaid or other
government benefits or entitlements.

Objective: This Standard addresses disclosure to the policyholdereseng an accelerated benefit
payment. This Standard is the same as Standard \dhdZ2s reviewed therein.
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V1. UNDERWRITING AND RATING

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures, (b) the Company's mEsgonvarious information
requests, and (c) a review of several types of étdhe Company.

Standard VI-1. The rates charged for the policy coveragare in accordance with filed rates (if
applicable) or the regulated entity rating plan.

M.G.L. c. 175, 88 9, 108 and 190B; M.G.L. c. 176D, § 3(7); 211 CMR 39.00,082and 65.07;
Division Bulletins 2008-08 and 2008-18.

Objective: This Standard addresses whether the Company usebanges proper premium rates.

M.G.L. c. 175, 8 9 and Division Bulletin 2008-18 require tte mortality table must be on a gender
neutral or gender blended basis for any individual annuity, graopity or pure endowment contract
issued after January 1, 2009. M.G.L. c. 175, § 108 prohibits shanee or delivery of any individual
disability income or long-term care policy until rates haeen on file with the Division for 30 days, or
until the Division has approved the policy within that pdri Pursuant to M.G.L. c. 175, § 190B, no mass
marketed life insurance may be sold if the Commissioneisfthat the total charges for the insurance are
unreasonable in relation to the benefits provided. PurdoaktG.L. c. 176D, 83(7), it is an unfair
method of competition to unfairly discriminate betweenivimhals of the same class and equal life
expectancy in rates charged for any life or annuityreehtor between individuals of the same class and
of the same risk in the amount of premium, fees, osret@rged for any accident or health insurance
policy. 211 CMR 39.00 provides guidance for allowable mortédibles for annuities issued on or after
January 2, 2009. 211 CMR 42.06 and 65.07 require that individualeatcand health insurance,
including individual long-term care insurance rates, kel fivith the Division. Finally, Division Bulletin
2008-08 provides guidelines for rate and form filings.

Controls Assessment: The following controls were noted as part of this Saaed

= The Company has written underwriting and rating policies amtkegnes, which are designed to
assure reasonable consistency in classification aimg) raftnew business.

s The Company utilizes a five class underwriting system $olifé insurance products. Applicants
are categorized as preferred or standard risks aogptdi written guidelines based upon the
applicant’s tobacco use, medical history, family histdvgight, weight, and personal history.
Premium surcharges or discounts are also used to madég based upon the underwriter’s
evaluation of claim risks and other factors.

= The Company determines the premium rate for individual disabilitome policies based on the
applicant’s occupation, age and health condition.

= The Company determines the premium rates for individual lomg-¢are policies based on the
applicant’'s age and health condition.

= All policy rates are filed with the Division prior to use.

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

Transaction Testing Proceduree  RNA interviewed Company personnel with responsibility for
determining rate classes as part of the underwriting prodelsi®\ selected 50 life insurance, 25 annuity,
25 individual disability income, and 15 individual long-term cares&lom the examination period, to
test Company rate classifications as part of the undemgmirocesses. Product filings, including rate-
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setting processes, were reviewed for evidence that they submitted to the Division. RNA selected
five life insurance, three individual disability income, ameb individual long-term care applications
processed during the examination period, and re-ratedeh@ypn charged for each application.

Transaction Testing Results:

Findings: None.

Observations: The Company appears to be charging premiums in accordaiherate
information filed with the Division, and the rate clagsifion process appears to comply with
statutory requirements.

Recommendations: None.

Standard VI-2. All mandated disclosures are documented a@hin accordance with applicable
statutes, rules and regulations.

Objective: This Standard addresses mandated underwriting disclosurgst@irance policies, which are
required in accordance with statutes, regulations aochp@ny policy. Requirements to provide
illustrations and other disclosures are included in Standiaéd IReplacement disclosures are included in
Standards IllI-4 and llI-5, and adverse underwriting notacesncluded in Standards VI-7 and VI-8.

Standard VI-3. Regulated entity does not permit illegalrebating, commission cutting or
inducements.

M.G.L. c. 175, 8§ 177, 182, 183 and 184; M.G.L. c. 176D, 8§ 3(8).

Objective:  This Standard prohibits illegal rebating, commissionimgyitbr inducements in Company
correspondence to producers, and in advertising/marketatgrials. Reduced commissions paid on
internal replacements are discussed in Standard 111-5.

M.G.L. c. 175, 8§ 177 prohibits payment of any form of compeémsa&b an unlicensed producer for acting
as producer. Pursuant to M.G.L. c. 175, 88 182, 183 and 184, no Coropaggent thereof may pay,
allow, or offer to pay or allow, any valuable consideratiomducement not specified in the contract, or
any other special favor. Similarly, under M.G.L. c. 1763(8), it is an unfair method of competition to
make or offer an insurance or annuity contract other #saexpressed in the insurance contract, or to pay,
allow or give, any premium rebate, valuable consideratianducement not specified in the contract as
inducement for such a contract.

Controls Assessment: The following controls were noted as part of this Saaed

s The Company has procedures for paying producers’ commissioascardance with written
producer contracts.
Company policies, procedures and producer contracts prohibiakpelucements and rebates.
Reduced commissions are paid on most internal replaceneediscourage such replacements.

Controls Reliance:  Controls tested via documentation inspection, procedirgervation and/or
corroborating inquiry appear to be sufficiently reliabdebe considered in determining the extent of
transaction testing procedures.
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Transaction Testing Procedure: RNA interviewed company personnel with responsibility fo
commission processing and producer contracting. RNA insppgmtoducer contracts, new business
materials, advertising materials, producer training naseiand manuals for indications of rebating,
improper commission cutting or inducements. Finally, dutésging of 50 life insurance, 25 annuity, 25
individual disability income, and 15 individual long-term caetes from the examination period, RNA
sought indications of rebating, improper commission cuttingaducements.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, RNA noted no evidence of rebating, irprapmmission
cutting or inducements.

Recommendations: None.

Standard VI-4. The regulated entity’s underwriting practices are not to be unfairly discriminatory.
The regulated entity adheres to applicable statutes, fes and regulations, and regulated entity
guidelines in selection of risks.

M.G.L. c. 175, 88 9, 24A, 108A, 108C, 108G, 108H, 120, 120A-120E, 122, 128 and 193G;Mc.
176D, 8 3(7); 211 CMR 32.00; Division Bulletin 2008-18.

Objective: This Standard addresses unfair discrimination in wviteng.

M.G.L. c. 175, 8 9 and Division Bulletin 2008-18 require tte mortality table must be on a gender
neutral or gender blended basis for any individual annuity, graopity or pure endowment contract
issued after January 1, 2009. M.G.L. c. 175, 8§88 24A, 108A, 108C,, BB, 120A-120E, and 193T
prohibit discrimination in the issuance of life insurandisability income or long-term care insurance
based on gender; and against blind persons, individuals viith &posure, domestic abuse victims,
persons with intellectual disability or physical impairmeas well as on the basis of genetic tests.
Pursuant to M.G.L. c. 175, § 120, no Company may discrimireiteslen insureds of the same class and
equal life expectancy with regard to premiums or ratedif®oor endowment insurance, annuities, or on
dividends or other benefits. M.G.L. c. 175, § 122 prohibitdeaitisurer from discriminating between
white persons and persons of color as to premiums & catrged. M.G.L. c. 175, § 128 states minors
at age 15 may contract for life insurance in certauagons. Pursuant to M.G.L. c. 176D, 8 3(7), itis an
unfair method of competition to unfairly discriminate beén individuals of the same class and equal life
expectancy in rates charged for any life or annuityreetor between individuals of the same class and
of the same risk in the amount of premium, fees, osret@rged for any accident or health insurance
policy, although some deviations in rates are expressiwedl. Finally, mortality tables must conform to
the requirements set forth in 211 CMR 32.00.

Controls Assessment: The following controls were noted as part of this Saaed

s  Company policy prohibits unfair discrimination in underwritingaocordance with statutory
requirements.

= Written underwriting guidelines are designed to assure rabkoionsistency in classification
and rating of risks.

s The Company’s long-term care underwriting processing is outsduxe an unaffiliated third
party administrator. The contract contains performataedsards requiring timely and accurate
underwriting processes and compliance with all applicable ¢éaggegulations.
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Controls Reliance: Controls tested via documentation inspection, procedure \@tiger and/or
corroborating inquiry appear to be sufficiently reliabdebe considered in determining the extent of
transaction testing procedures.

Transaction Testing Procedure: RNA interviewed individuals with responsibility for underamg and
classification of risks. RNA selected 50 life insu@ng5 annuity, 25 individual disability income, and
15 individual long-term care sales from the examination permdjetify that the applications were
approved by underwriting without discriminatory contract Bimrns.

Transaction Testing Results:

Findings: None.

Observations: Based upon testingfje Company’s underwriting and sales practices do not appear
to be unfairly discriminatory, and the Company appears to adberelated statutes, rules and
regulations.

Recommendations: None.

Standard VI-5. All forms including contracts, riders, endorsement forms and certificates are filed
with the insurance department, if applicable.

M.G.L. c. 175, 88 2B, 22, 24, 108, 129, 132, 132B, 132G, 134, 139, 144AY2, 192A, 1936, and
193H; 211 CMR 42.06, 65.07, 95.06, 95.08 and 95.12; Division Bulletins 20012088-08, 2009-07
and 2009-10.

Objective: This Standard addresses the required filing gia@ity forms and endorsements.

Pursuant to M.G.L. c. 175, § 2B, no policy form of insuemamoay be delivered to more than 50
policyholders until it has been on file with the Division 8% days, or the Division approves the form
during that time. Further, no life, endowment or annuity fanay be delivered unless it complies with
readability guidelines. M.G.L. c. 175, § 22 sets forth umanzed policy provisions. M.G.L. c. 175, 8
24 permits the inclusion of accidental death and disability fiierees part of a life insurance policy.
M.G.L. c. 175, 8§ 108 sets forth a 30 day filing requiremami identifies mandated provisions for
individual disability income and long-term care insuranbkeG.L. c. 175, 8 129 requires bold letters on
the policy face page describing the contract. M.G.L. c. 87532 sets forth a 30 day filing requirement,
and identifies mandated provisions for life, endowment andignforms; M.G.L. c. 175, § 132B sets
forth a 30 day filing requirement, and identifies mandgevisions for group annuity contracts; M.G.L.
c. 175, 8§ 132G sets forth a 30 day filing requirement, andiftls mandated provisions for variable
annuity contracts; and M.G.L. c. 175, § 134 sets forth a 80 fiing requirement, and identifies
mandated provisions for group life contracts. M.G.L. c. £7839 permits the exchange or conversion of
life or endowment insurance or an annuity contract at dieypowner’'s request. M.G.L. c. 175, 8
144AY, defines required provisions in annuity contracts. M.G.IL75, § 192A allows policies in loose
leaf form. M.G.L. c. 175, 88 193F, 193G and 193H permit the 3@ildlay requirements to be extended,
describe resubmission procedures for disapproved formgrawide for an appeal procedure in the event
that the insurer wishes to contest the Division’s decssidll CMR 42.06 and 65.07 include policy form
requirements for individual disability income and long-tearednsurance, including the proper form and
content of such policies. 211 CMR 95.06, 95.08 and 95.12 includeg paiim requirements for variable
life insurance, including the proper form and contergumth policies. Division Bulletin 2001-05 requires
that form filings be accompanied by a fully-completed fdiling checklist. Division Bulletin 2008-08
sets forth guidelines for filing rate and form filings falt lines of business. Division Bulletin 2009-07
sets forth guidelines for group life and annuity formnfis for contracts offering coverage to
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discretionary groups. Finally, Division Bulletin 2009-10 det$h guidelines for “war” exclusions in life
insurance policies.

Controls Assessment: The following controls were noted as part of this Saaed

s The Company’'s written underwriting guidelines and polioynfs are designed to assure
reasonable consistency in classification of risks.

= The Company obtains Division approval of all policy forms,tiaet riders, endorsement forms
and illustrations prior to use.

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

Transaction Testing Procedure: RNA interviewed individuals with responsibility forifig policy forms,
contract riders, and endorsements. RNA selected 5héiteance, 25 annuity, 25 individual disability
income, and 15 individual long-term care sales from the exdimngeriod to test whether policy forms,
contract riders and endorsement forms were approved byiviséoD.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company utilized policy forms, ricerd endorsement
forms approved by the Division prior to their use.

Recommendations: None.

Standard VI-6. Policies and riders are issued or renewieaccurately, timely and completely.

M.G.L. c. 175, 88 108, 123, 130 and 131.

Objective: This Standard addresses whether the Company issues inspoéioies accurately, timely and
completely. See Standard V-8 for testing of reinstatgs.

M.G.L. c. 175, § 108 sets forth a form filing requirement, #&tehtifies mandated provisions for
individual disability income and long-term care insurand®.G.L. c. 175, 88 123 and 131 require a
written application for issuance of life policies, ansigned application to be attached to a life or annuity
contract. M.G.L. c. 175, 8 130 requires that no life poticyannuity contract issued be dated more than
six months prior to the application date, if the applicantld/oate at an age younger than the age at the
nearest birthday on the application date.

Controls Assessment: The following controls were noted as part of this Saaed

s The Company has written underwriting guidelines and procedba¢sequire compliance with
statutory requirements.

= Company underwriters review all life insurance, annuity amdividual disability income
applications and supporting forms to ensure that theyamplete and internally consistent, and
obtain any additional information needed to make underwritégisions.

s The Company’s practice is to issue life insurance, ayraid individual disability income
policies and riders in a timely and complete manner.
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=  The Company’s long-term care new business and policy servicioggz®s are outsourced to an
unaffiliated third party administrator. The contrachtins performance standards requiring
timely and accurate new business and policy servicing processescompliance with all
applicable laws and regulations. The Company monitors montitiyitya reports to ensure
compliance with Company policies and procedures. The plairty administrator has a quality
assurance function for its long-term care business pracestieresults reported to the Company
monthly. Finally, the Company performs quarterly undermgitaudits to evaluate compliance
with the Company’s underwriting guidelines.

» Life insurance, annuity, and individual disability income nbusiness processing functions
include a quality assurance review, during which the hormesathecks a portion of submitted
business to evaluate the accuracy of the Company’s new businesssprgc Errors or non-
compliant application packages are returned to processiogloe producer as necessary.

=  The Company conducts post sale policyholder service surveys ldeiigsurance customers.
The Company’s policy is to respond to survey questions apdness when a policyholder is
unsatisfied, or does not understand his or her policy.

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

Transaction Testing Procedure:  RNA interviewed individuals with responsibility for undeiiwng and
policy issuance. RNA selected 50 life insurance, 25 ignn25 individual disability income, and 15
individual long-term care sales from the examination petmdgetermine whether policies and contracts
were issued timely, accurately and completely.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, it appears that policies and contreetssued timely,
accurately and completely in accordance with Company psligorocedures and statutory
requirements.

Recommendations: None.

Standard VI-7. Rejections and declinations are not unfaly discriminatory.

M.G.L. c. 175, §§ 24A, 108A, 108C, 108G, 108H, 120A-120E and 193T; M.G.L.1d5I, § 12;
M.G.L. c. 176D, § 3(7).

Objective: This Standard addresses whether application denialsiarand whether proper notice for
adverse underwriting decisions was provided by the Company.

M.G.L. c. 175, 88 24A, 108A, 108C, 108G, 108H, 120A-120E and 193T prohibitrdisation in the
issuance of life, disability income or long-term carsurance based on gender; and against blind persons,
individuals with DES exposure, domestic abuse victims, penathsintellectual disability or physical
impairment; as well as on the basis of genetic testsG.IM c. 175I, § 12 states that an adverse
underwriting decision for life, individual disability income or letggm care insurance applicants may not
be based, in whole or in part, on a previous adverse underwdigcigion, on personal information
received from certain insurance-support organizationsnasesual orientation. Pursuant to M.G.L. c.
176D, § 3(7), it is an unfair method of competition to unfadligcriminate between individuals of the
same class and equal life expectancy in rates chdogedny life or annuity contract, or between
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individuals of the same class and of the same risk irmmheunt of premium, fees, or rates charged for
any accident or health insurance policy.

Controls Assessment: The following controls were noted as part of this Saaed

s The Company has written underwriting guidelines and policigsptiohibit unfair discrimination
in accordance with statutory requirements.

= The Company’s life, annuity and disability income home effiderwriting approval processes
and procedures, training of home office underwriters amdnmanication with producers are
designed to prohibit unfair discrimination.

= The Company’s long-term care new business and policy servicioggz®s are outsourced to an
unaffiliated third party administrator. The contract eamé performance standards requiring
timely and accurate new business and policy servicing processescompliance with all
applicable laws and regulations. The Company performs gjlyaminderwriting audits to
evaluate compliance with the Company’s underwriting guidelines.

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

Transaction Testing Procedure: RNA reviewed written Company policies and proceduresirieg that
the adverse underwriting notice be provided when the Company demfipisations, elects to provide a
reduced amount of coverage and when it offers coveragglatrhinan standard rates. From a list of
declined applications, RNA tested five life insurance, faudividual disability income and five
individual long-term care underwriting declinations for evideticat the Company provided a timely
adverse underwriting notice. Additionally, as part of newrass testing, RNA noted 14 life insurance,
six individual disability income and four individual long-term e&amderwriting applications where the
Company either offered coverage with exclusions or offered cgeexahigher than standard rates, and
verified that the Company provided a timely adverse underwrititige to the applicants.

Transaction Testing Results:

Findings:. The adverse underwriting notice provided to one individual disabifigpme
applicant noted that the rated policy was a result ofdhpplementary health statement” filed by
the applicant with no specific reason noted. To comph WitG.L. c. 1751, § 10, the adverse
underwriting notice must give the specific reason for the adwerderwriting decision.

Observations: For the applications tested, except as noted above, the @gpmpavided the
adverse underwriting notice when it declined to offer coveraifgred coverage with exclusions
or offered coverage at higher than standard rates. Basedtegting, the Company’s policies
and procedures for providing adverse underwriting notices genaggigar to be functioning in
accordance with its policies, procedures and statutgoirements.

Required Actions: The Company shall ensure that all company adverse undegwrdgtices to applicants
provide a specific reason for the Company’s decisions ageedoy M.G.L. c. 175I, § 10.

Subsequent Actions: The Company has communicated to the disability income itndinderwriting
departments the requirement to provide a specific reasodvensa underwriting notices.
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Standard VI-8. Cancellation/non-renewal, discontinuanceand declination notices comply with
policy provisions, state laws and the regulated entity’guidelines.

M.G.L. c. 175, §8 108 (3)(a)(2), 108A, 108C, 108G, 108H and 132(2); M.GcL175l, § 10; M.G.L. c.
176D, § 3(7).

Objective: This Standard addresses whether the non-underwriting refsoascancellation are valid
according to policy provisions and state laws. Compliande advzerse underwriting notice requirements
are tested in Standard VI-7.

M.G.L. c. 175, § 108 (3)(a)(2equires that an individual disability income or a long-terame policy
continue in-force subject to its policy terms by the timmdyment of premium, and further requires that a
policy is incontestable as to statements contained in thécajpph after being in-force for two years.
M.G.L. c. 175, 88 108A, 108C, 108G and 108H prohibit discriminatiothénissuance or renewal of
individual disability or long-term care insurance basedgender, and against those with physical
impairment. In addition, discrimination is prohibited aghib8nd persons, individuals with DES
exposure, domestic abuse victims, as well as on the bagsnetic tests. M.G.L. c. 175, § 132(2)
requires that a life insurance policy be incontestabkr aking in-force for two years, unless there has
been: (1) non-payment of premium; (2) a violation of the termbepolicy for military service during
wartime; or (3) (if the Company adds such language) to cotitegpayment of disability or accidental
death benefits. Insurance policies issued in Massachasettontestable after two years in-force when
evidence of insurance fraud exists. M.G.L. c. 175I, § 10 gesvguidance on the content and timely
issuance of adverse underwriting notices. Pursuant tolMdG176D, 83(7), it is an unfair method of
competition to unfairly discriminate between individuafsthe same class and equal life expectancy in
rates charged for any life or annuity contract, or betwadividuals of the same class and of the same
risk in the amount of premium, fees, or rates chargedry accident or health insurance policy.

Controls Assessment: The following controls were noted as part of this Saaad

» The Company has written procedures for cancelling insuraogerage in accordance with
statutory requirements.
The Company may rescind coverage in cases of fraud or ataigsrepresentation.
The Company’s policy is to give adequate notice in cases wei@ompany cancels insurance
coverage for non-payment.

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

Transaction Testing Procedure: RNA selected five life insurance and three individuahlbiity income
policies, which lapsed for non-payment during the examinatigiogyeto test for compliance with
policies, procedures and statutory requirements.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, RNA noted no instances of improper lttrare for non-
payment of premium, and noted that in each case the Compaeryagequate notice prior to
cancellation.

Recommendations: None.
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Standard VI-9. Rescissions are not made for non-materiahisrepresentation.

M.G.L. c. 175, §§ 108 (3)(a)(2) and 132(2).

Objective: The Standard addresses whether (a) rescinded pdidiesite a trend toward post-claim
underwriting practices; (b) decisions to rescind are madedardance with applicable statutes, rules and
regulations; and (c) Company underwriting procedures meettestability standards.

M.G.L. c. 175, 8§ 108 (3)(a)(2equires that an individual disability income or long-teranecpolicy
continue in-force subject to its policy terms by the timmdyment of premium, and further requires that a
policy is incontestable as to statements contained in thécajpph after being in-force for two years.
M.G.L. c. 175, 8§ 132(2) requires that a life insurance pdieyncontestable after being in-force for two
years, unless there has been: (1) non-payment of premiumyi@pton of the terms of the policy for
military service during wartime; or (3) (if the Company sddich language) to contest the payment of
disability or accidental death benefits. Insurance pali@gsued in Massachusetts are contestable after
two years in-force when evidence of insurance fraud exists

Controls Assessment: The following controls were noted as part of this Saaed

s The Company does not have a contractual right to cancelaimsircoverage absent the
conditions set forth in statutes or regulations.
The Company may rescind coverage in cases of fraud or ataigsrepresentation.
The Company’s underwriting process considers the risk of m@hterisrepresentation by
applicants, and attempts to corroborate informationvedencluding health status.

m Cases considered for rescission are reviewed by the unulegwadepartment and approved by
legal department management.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for new
business processing, and obtained supporting documentation. e §mands for rescission in
Massachusetts are limited and such incidents are rd@, d&d not test the Company's rescission
procedures, but looked for evidence of improper rescission dtestimg of complaints, cancellations,
underwriting declinations and claims.

Transaction Testing Results:

Findings: None.

Observations: Based upon review and testing, RNA noted no instances objpaprescission.

Recommendations: None.

Standard VI-10. Pertinent information on applications hat form a part of the policy is complete
and accurate.

Objective: This Standard addresses whether (a) the requested coversgeed; (b) the Company
verifies the accuracy of application information; (c) apdlle non-forfeiture and dividend options are
indicated on the application; (d) changes and supplements toajopls are initialed by the applicant;
and (e) supplemental applications are used where appropriate.
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Controls Assessment: The following controls were noted as part of this Saaad

= The Company’'s life insurance applications require submissfomformation regarding the
applicant’s existing life insurance coverage, family memhb#&rmation, occupation, monthly
earnings, age and the purpose of the applied for coverage.

= The Company’s annuity contract applications require submigsionformation regarding the
applicant’s employment status, occupation, monthly earningsmiecage, and family member
information, to assist in determining the applicant’s needs

s The Company’s individual disability income applications requtdmission of information
regarding the applicant’'s employment status, occupation, mogahiyngs, income, age, existing
disability income coverage and family member informatiom, assist in determining the
applicant’s needs.

s The Company's long-term care applications require submissianfafmation regarding the
applicant’s type and amount of coverage requested, agesahbiditory and benefit limits.

= The Company reviews all life insurance, annuity and individisdbility applications to ensure
that they are complete and internally consistent.

=  The Company’s long-term care new business and policy servicioggz®s are outsourced to an
unaffiliated third party administrator. The contrachiins performance standards requiring
timely and accurate new business and policy servicing processescompliance with all
applicable laws and regulations. The Company monitors montitiyitya reports to ensure
compliance with Company policies and procedures. The thity pdministrator has a quality
assurance function for its long-term care business pracestieresults reported to the Company
monthly. Finally, the Company performs quarterly undermgitaudits to evaluate compliance
with the Company’s underwriting guidelines.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for new
business processing, and obtained supporting documentation.sé®bted 50 life insurance, 25 annuity,
25 individual disability income, and 15 individual long-term cares&lom the examination period for
testing. RNA verified that each of the applications was sigmed completed in accordance with
Company policy. RNA further reviewed each application packagd confirmed that the policy or
contract was issued consistent with the application, arahy changes resulted in proper disclosure to
the applicant.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the application submitted for ealeh wsas signed and
completed in accordance with Company policy. Each inseraolicy or annuity contract was
issued consistent with the application, or any changestedsin proper disclosure to the
applicant.

Recommendations: None.
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Standard VI-11. The regulated entity complies with thespecific requirements for AIDS-related
concerns in accordance with statutes, rules and regulans.

211 CMR 36.04-36.08.

Objective: This Standard addresses procedures to ensure tlaothgany does not use medical records
indicating AIDS-related concerns to discriminate adalifs and individual disability income insurance
applicants, without medical evidence of disease.

211 CMR 36.04 sets forth prohibited practices with respe@IDS-related testing and information.
Pursuant to 211 CMR 36.05, an applicant must give prior writienmed consent before an insurer may
conduct an AIDS-related test. 211 CMR 36.06 specifies Hmirtsurer notify the insured, or his/her
designated physician, of a positive test result within @ dfter the blood sample is taken. 211 CMR
36.07 requires insurers to maintain applicant informatiortadgidential. 211 CMR 36.08 prohibits
insurers from requesting any information about the appligaptScyholder’s or beneficiary’s sexual
orientation.

Controls Assessment: The following controls were noted as part of this Saaed

= The life insurance and individual disability income undéimg departments’ procedures require
that an applicant give prior written informed consenblethe Company may conduct an AIDS-
related test, and that the applicant acknowledge in writiag he or she understands his or her
rights regarding AIDS-related tests.

= A standard form that includes required MassachusettSAHRted test disclosures is provided to
the life insurance and individual disability income applicrthe time an application is taken.

= Applications for lower face value life insurance coveragd lower monthly benefit individual
disability income coverage do not require the applicants targaddDS-related tests.

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

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility faw
business processing, and obtained supporting documentation. sBlie&ed 50 life insurance and 25
individual disability income sales from the examination quério verify that the Company obtained
signed Massachusetts AIDS testing disclosure noticestfierapplicants when necessary. RNA looked
for evidence of unfair discrimination when testing undémg declinations.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, it appears that the Company obtainsassakhusetts’ AIDS
testing disclosure notice from applicants in accordantle @ompany policies, procedures and
statutory requirements. RNA noted no evidence of unfacrigination based on sexual
orientation in underwriting declinations.

Recommendations: None.
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C LAIMS

Evaluation of the Standards in this business area is bagel @am assessment of the Company’s internal
control environment, policies and procedures (b) the Company’s mespmrarious information requests,
and (c) a review of several types of files at the Campa

Standard VII-1. The initial contact by the company withthe claimant is within the required time

frame.

M.G.L. c. 176D, § 3(9)(b); M.G.L. c. 175, § 108.

Objective: The Standard addresses the timeliness of the Compaitidscontact with the claimant.

Pursuant to M.G.L. c. 176D, § 3(9)(b), unfair claims settl@npeactices include failure to promptly
address communications for insurance claims. M.G.LL76, § 108 requires disability income and long-
term care claim forms to be sent to a claimant wifth days of receiving notice of the claim.

Controls Assessment: The following controls were noted in review of all atai Standards:

Written policies and procedures govern the Company'’s claimdihgmiocesses.

When a life insurance or annuity death claim is regbttirough an agent, by mail, or through the
Company’s 800 phone number, the claim is registered in then dieicking system and
acknowledged within one or two days. The contract is resehtchdetermine its status, and
Company records pertaining to the deceased person arecheskto determine if other contracts
are in-force. The contract is then “pended” in the applicpbley administration system, a
claims adjuster is assigned based on a predetermined aaileority limit, and a claim form is
sent to the claimant. If the claim is filed during theotyear contestability period, an
authorization form to request medical information soadent.

When a disability income claim is reported, either througagemnt or through the company’s 800
phone number, the claim is assigned to a claims adjustea afaim packet with all necessary
forms is sent to the claimant within 48 hours. A phoneisatlade to the claimant after 10 days
to ensure that the claimant received the claim packathwhcludes the HIPAA authorization
form, allowing the Company to communicate with the clainsaattending physician and to
obtain his or her statement. Follow up letters are ®etite claimant every 30 days until the
claim form is received. After 90 days without receiptha# claim form, and after final notice is
provided to the claimant that information must be subnhittethe claim will be closed, the claim
is then closed.

Once the Company receives the life or annuity death diaim in the home office, the claims
adjuster investigates the claim to ensure that it incltiieesleath certificate, a signed claim form,
and any other information needed. All paper informatioeived is scanned into an electronic
imaging and work flow system. The Massachusetts DepartaieRevenue website is checked
to ensure compliance with the intercept program requiresrienunpaid child support and taxes.
The Company contests few claims, as most are receitediaé two-year contestable period has
passed. When such claims are investigated, a referthketSIU and the legal department is
made. The claim settlement amount includes the paymemtevest at 3% from the date of
death, and may also include return premium amountstapgodividends, or netting of policy
loans amounts as applicable. A checklist documenting thetedjuseview and approval is
completed and included in the claim file. The Company’s go process in good order claims
within two days for life policies and seven days fonaity contracts. Variable product death
claims are processed on the day received. All clagosive a supervisory or peer review.
Annuity and death claims are paid to the beneficiaryralaeg to instructions on the claim form.
For payments less than $10,000 or if instructions are not omatiee claim form, a check is sent
and made payable to the beneficiary. For payments gréeter$®10,000, there are several
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payment options. An interest-bearing retained assetiat&one option. The checks for these
accounts clear through State Street Bank, although dbeuats are not FDIC insured bank
accounts, and that lack of guarantee is fully discloehe account balance drops below $1,000,
the account is closed and the owner is mailed a chedkéoaccount balance. Prior to August
2009, the default option for amounts greater than $10,000 wagttiered asset account. Life
insurance beneficiaries can also elect a supplementaimacbfor the face amount of the policy.
For supplementary contracts, an annual notification ointfeeest rate on the contract is provided
to the contract owner, but a formal annual statement ispnotided. Annuity contract
beneficiaries have several available settlement optiofssaiine being unique to qualified plan
contracts such as a spousal takeover or an internal ardabgualified plan rollover.

Once the Company receives a disability income claim forndjaakrecords are ordered, and the
claim is appropriately investigated. Any cases of suspdcaed are concurrently sent to a SIU
investigator. Claim documentation and history notes ametained. All disability income
claims are evaluated based on total and partial disabdityg the definitions in the policy, which
can vary substantially based upon when the policy was wittencoverage in-force. Those
definitions often require that the insured be prevented froonking in his or her “own
occupation.” Partial disability coverage pays a proport®heenefit based on prior and post
disability earned income. Total disability is deemed teehaccurred when the insured is 75% or
more disabled, while partial disability is deemed to has@irred at less than 75% disabled. To
the extent that occupational experts are needed to assessehieof disability, these experts are
available to assess the occupational description and to camugde visits as necessary. While
the contestability period is two years for a materiadrepresentation from the coverage date,
fraud can be found during the claim payment period for behsharh indicates that the insured
is no longer disabled.

Disability income claims adjusters have authority limaad any claim exceeding those limits
would be reviewed by a supervisor and documented in the Compaayiss system, which
automatically calculates the benefit amount using policyuagg information. If there is a
waiver of premium on the policy and any life policies ownegdtle insured, the waiver of
premium is processed in the Company’s system by the claimsadjM®st pending denials are
also reviewed by a supervisor for concurrence. All deniscammunicated in writing to the
insured noting the reason for the denial. Also, the deeitdrl describes the appeal process
should the claimant wish to file an appeal, which is gélydbased upon Employee Retirement
Income Security Act guidelines. The appeal process includesdapendent review by a newly
assigned claims examiner who completes the review and sdatlsrao the insured about the
results of the appeal review. If the decision is unfavorabtbd insured, the insured may seek a
second appeal which is reviewed by a newly assigned claimstedpnd a claims committee.
The decision of the claims committee is also commueitet writing to the claimant.

On-going disability income claims management personnel eedbat periodic reports about
continued disability be provided to the Company. The frequehegporting is tailored to the
disability and the individual case, and the frequency rafiges monthly to annually.

The Company offers a life insurance accelerated bemgdit which allows early payment of a
death benefit when an insured is living but has a termilmsss, or a total and permanent
disability. Such benefit requests must be validated bgpteending physician’s statement. A
statement providing required disclosures is sent to thenatdi at time of the request for
accelerated benefits.

Claims management periodically reviews open claimsviduate pending issues and ensure
appropriate reserves have been established.

The Company has implemented a quality assurance functiorstwmeeconsistency in handling
life and annuity death and disability income claims, andhtmitor compliance with Company
policies and procedures.

The payees for all claim disbursements are checked agfagn€iffice of Foreign Asset Control
list as required by Law.

The Company periodically surveys claimants to ask about éxperience when filing a claim.
The results are analyzed, and necessary follow up iteema@nitored.
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s Long-term care claims are processed by a third-party admaitastiwhich provides numerous
management reports summarizing claim activity and timesandce standards compliance. The
third party administrator has a claims quality assurdmoetion, and such monthly results are
reported to the Company. Finally, the Company’s risk managgeteam performs an annual
audit of the third party administrator’s long-term cairb processing function.

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

Transaction Testing Procedure:  RNA interviewed Company personnel to understand claimslihgnd
processes and obtained supporting documentation. RNA selrigaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period to determine whether its initial contact with thaimohnt was timely acknowledged. Since the
Company had no long-term care claims filed in Massachudetisg the examination period, no long-
term care claims were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the initial contact by the Company wasytiaredl the claims
were processed in accordance with the Company's policiescegures and statutory
requirements.

Recommendations: None.

Standard VII-2. Timely investigations are conducted.

M.G.L. c. 176D, 8 3(9)(c); Division Bulletin 2001-07.

Objective: The Standard is concerned with the timeliness oCtirapany’s claims investigations.

Pursuant to M.G.L. c. 176D, 8 3(9)(c), unfair claims setélet practices include failure to adopt and
implement reasonable standards for the prompt investigatian @é&im. Division Bulletin 2001-07
requires that, upon receipt of a claim and proof of deheéhCoompany is required to diligently search its
records, and those of its Massachusetts subsidiaries dredesff for additional policies insuring the same
individual.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedures  RNA interviewed Company personnel to understand claim
investigations and obtained supporting documentation. RNAtedl&0 paid and five pending life
insurance and annuity death claims, 20 paid and five pendiagildis income claims and selected
complaints from the examination period, to verify thatdnducts timely investigations and, when
required, to verify that searches for multiple poligresolving deceased persons are conducted.

Transaction Testing Results:

Findings: None.
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Observations: Based upon testing, it appears that the Company’s processes/dstigating
claims are functioning in accordance with its policiescpdures and statutory requirements. In
reviewing one 2009 complaint, RNA noted that the Company claséidability income claim
when the claimant did not file a disability income claingood order after several requests to do
so. Much later, the claimant filed a complaint aboutdlam, and the Company reopened the
claim for investigation. Once the claimant filed alcessary claim information, the Company
paid the claim with 10% interest. Although the delay appgarnse an isolated instance, the
Company also updated its claim monitoring procedures to ahosely monitor reopened claims.

Recommendations: None.

Standard VII-3. Claims are resolved in a timely manner.

M.G.L. c. 176D, § 3(9)(f); M.G.L. c. 175, § 108.

Objective: The Standard is concerned with the timeliness oCtirapany’s claims settlements.

Pursuant to M.G.L. c. 176D, 8§ 3(9)(f), unfair claims setdat practices include failure to effectuate
prompt, fair and equitable claim settlements. Pursuamil.G.L. c. 175, § 108, complete disability

income and long-term care claims must be settled within 4% alayubmission, or a notice must be sent
to the claimant noting reasons for non-payment.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure:  RNA interviewed Company personnel to understand clainesetit
practices and obtained supporting documentation. RNA sel26tpaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period, to verify that claim resolutions were timely. Bargoing disability income claims exceeding two
years, RNA verified that claimants file timely repoupdating their disability condition. Since the
Company had no long-term care claims filed in Massachudetisg the examination period, no long-
term care claims were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company appears to resolve claigly tn accordance
with its policies, procedures and statutory requireme@taimants with on-going disability
conditions also filed timely reports as required by s¢atut

Recommendations: None.

Standard VII-4. The regulated entity responds to claintorrespondence in a timely manner.

M.G.L. c. 176D, §§ 3(9)(b) and 3(9)(e).

Objective: The Standard addresses the timeliness of the Compaspense to all claim correspondence.
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Pursuant to M.G.L. c. 176D, 88 3(9)(b) and 3(9)(e), respectiwalfair claims settlement practices
include failure to promptly address communications for gsce claims, and failure to affirm or deny
claim coverage within a reasonable time after the clatifnas given proof of loss.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand its claimdling
processes and obtained supporting documentation. RNA selrgaid and five pending life insurance
and annuity death claims, 20 paid and five pending disabilityme claims and selected complaints from
the examination period, to verify that claim correspondaazanswered timely. Since the Company had
no long-term care claims filed in Massachusetts duringthenination period, no long-term care claims
were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, it appears that the Company timely resgondsim
correspondence, in compliance with its policies, procedaumdsstatutory requirements.

Recommendations: None.

Standard VII-5. Claim files are adequately documented.

Objective: The Standard addresses the adequacy of informatiortaimeia in the Company’s claim
records.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claim
documentation practices and obtained supporting documentatidA.s&ected 20 paid and five pending
life insurance and annuity death claims, and 20 paid angéweding disability income claims from the
examination period, to verify that claim files were adeegyatlocumented. Since the Company had no
long-term care claims filed in Massachusetts during Kameation period, no long-term care claims
were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company’s claim files were propwbumented in
accordance with their policies and procedures.

Recommendations: None.
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Standard VII-6. Claims are properly handled in accordance vth policy provisions and applicable
statutes (including HIPAA), rules and regulations.

M.G.L. c. 176D, §§ 3(9)(d) and 3(9)(f); M.G.L. c. 175, §§ 221, 24R4F, 110F, 119B, 119C, 125 ar(d
132C.

Objective: This Standard addresses whether appropriate claim @&mnoncduding applicable interest,
have been paid to the appropriate beneficiary/payee.

Pursuant to M.G.L. c. 176D, 88 3(9)(d) and 3(9)(f), respectivahfair claims settlement practices
include refusal to pay claims without conducting a reasenatlestigation, and failure to effectuate
prompt, fair and equitable settlement of claims in whighility has become reasonably clear. M.G.L. c.
175, § 22l allows insurers to deduct unpaid premiums from ca@tthements. M.G.L. c. 175, § 24D
requires interception of non-recurring life insurance paymentsast due child support. M.G.L. c. 175,
§ 24F requires communication with the Commonwealth regardingdiigpees when adjudicating life
insurance claims. M.G.L. c. 175, § 110F requires that hienddie under a disability policy not be
reduced by an increase in Federal social security bemefits payment of benefits has commenced.
M.G.L. c. 175, 88 119B and 119C require that prepaid premiunetbened after death of the insured,
and that once proof of death is provided, the Company mustipengst on claims beginning 30 days
after the insured’'s death. M.G.L. c. 175, 88 125 and 132C defumttisns where beneficiaries’ and
annuitants’ creditors have claims to policy proceedzepaid premium.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claim imendl
practices and obtained supporting documentation. RNA sel26tpaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period, to verify that claims were handled in accordanitie applicable policy provisions, and statutory
and regulatory requirements. Since the Company had no longegge claims filed in Massachusetts
during the examination period, no long-term care claime waeailable for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company properly handles claimscordance with
policies, procedures and statutory requirements, includirmsl subject to intercept
requirements in M.G.L. c. 175, 88 24D and 24F prior to mattieglaim payment.

Recommendations: None.

Standard VII-7. Regulated entity claim forms are appropiate for the type of product.

Objective: The Standard addresses the use of claim formsteatppropriate for the policy.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.
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Transaction Testing Procedure: RNA interviewed Company personnel to understand claim handling
practices and obtained supporting documentation. RNA sel26tpaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period, to verify that claim forms were appropriate for tyge of product. Since the Company had no
long-term care claims filed in Massachusetts during Kameation period, no long-term care claims
were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, appropriate claim forms were useddordance with the
Company’s policies and procedures.

Recommendations: None.

Standard VII-8. Claim files are reserved in accordance wh the regulated entity’s established
procedures.

Objective: This Standard addresses the reserving of filedhslai

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claimervies
practices and obtained supporting documentation. RNA sel26tpaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period, to evaluate claims reserving policies and procedites Division’'s financial examiners and
actuaries also tested reserving in conjunction with the receathpleted financial examination of the
Company. Since the Company had no long-term care claims ifleMassachusetts during the
examination period, no long-term care claims were avaifablesting.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, claim reserves were evaluatedylisstl and adjusted in
accordance with the Company’s policies and procedures.

Recommendations: None.

Standard VII-9. Denied and closed-without-payment clans are handled in accordance with policy
provisions and state law.

M.G.L. c. 176D, 88 3(9)(d), 3(9)(h) and 3(9)(n).

Objective: This Standard is concerned with the adequacy of thep@oyis decision-making, and its
documentation of denied and closed-without-payment claims.
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Pursuant to M.G.L. c. 176D, 8 3(9)(d), unfair claims setélst practices include refusal to pay claims
without conducting a reasonable investigation. Pursuant @.IM.c. 176D, § 3(9)(h), unfair claims
settlement practices include attempting to settle amcfar an amount less than a reasonable person
would have believed he or she was entitled to receivealli#zi M.G.L. c. 176D, 8§ 3(9)(n) considers
failure to provide a reasonable and prompt explanation of the fmasiienying a claim an unfair claims
settlement practice.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand its dendling
processes for denied and closed-without-payment claims andesbsupporting documentation. There
were no life insurance and annuity death claims denied is&dassetts during the examination period,
and no denied disability income claims were selectedefsting. Finally, since the Company had no
long-term care claims filed in Massachusetts during Kameation period, no long-term care claims
were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon review, policies and procedures for denied and -clatedit-
payment claims appear to be incompliance with statutoryregents.

Recommendations: None.

Standard VII-10. Cancelled benefit checks and drafts rééct appropriate claim handling practices.

Objective: The Standard addresses the Company’s proceduresuiogistaim checks.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand its deindling
processes and obtained supporting documentation. RNA selrgaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period to test the process for issuing claim checks. Srec€ompany had no long-term care claims filed
in Massachusetts during the examination period, no longdarenclaims were available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company’s processes for issuimg p&iment checks
are appropriate and functioning in accordance with its gsliand procedures.

Recommendations: None.
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Standard VII-11. Claim handling practices do not compel aimants to institute litigation, in cases
of clear liability and coverage, to recover amounts due undethe policy by offering substantially
less than is due under the policy.

M.G.L. c. 176D, §§ 3(9)(g) and 3(9)(h).

Objectivee The Standard addresses whether the Company’s claim fpdéctices force claimants to
(a) institute litigation for the claim payment, or (b) egta settlement that is substantially less than what
the policy contract provides for.

Pursuant to M.G.L. c. 176D, 88 3(9)(g) and 3(9)(h), unfair cdageitlement practices include compelling
insureds to institute litigation to recover amounts doder an insurance policy by offering substantially
less than the amounts ultimately recovered, and attegnfii settle a claim for less than the amount to
which a reasonable person would have believed he or shentitled.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand its dendling
processes and obtained supporting documentation. RNA selrigaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period, to review claims handling practices. RNA verified date the claims were reported, reviewed
correspondence and investigative reports, and noted the wheh@ompany handled the claims timely
and properly. Since the Company had no long-term care clflieas in Massachusetts during the
examination period, no long-term care claims were avaifablesting.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company’s processes do not unreasonabtyadtesyor
compel claimants to initiate litigation to recover amasuwiite under the Company’s policies.

Recommendations: None.

Standard VII-12. The regulated entity provides the requied disclosure material to policyholders at
the time an accelerated benefit payment is requested.

211 CMR 55.06(1)(b) and 55.11.

Objective: The Standard addresses required disclosures whele@ted benefits are requested.

211 CMR 55.06(1)(b) and 55.11 require carriers to issue a diselogtatement to policyholders
containing specific information when a request is madaricaccelerated benefit payment.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.
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Transaction Testing Procedure: RNA interviewed Company personnel to understand its deindling
processes and obtained supporting documentation relateckerated benefit payment disclosures.

Transaction Testing Results:

Findings: None.

Observations: Based upon review, it appears that the Company has a pfocgssviding the
proper disclosures to policyholders when accelerated benefiteguested.

Recommendations: None.

Standard VII-13. The regulated entity does not discrinmate among insureds with differing
qualifying events covered under the policy, or among insuredsvith similar qualifying events
covered under the policy.

M.G.L. c. 176D, § 3(7).

Objective: The Standard is concerned with whether the Companyis tiandling practices discriminate
against claimants with similar qualifying events coveurrder its policies.

Pursuant to M.G.L. c. 176D, § 3(7), it is an unfair methodarhpetition to make or permit any unfair
discrimination between individuals of the same class am$®éntially the same hazard in the amount of
premium, policy fees, or rates charged for any policyontrect of accident or health insurance, or in the
benefits payable thereunder, or in any of the terms or corglitibsuch contract, or in any other manner
whatever.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand its dgindling
processes and obtained supporting documentation. RNA selriaid and five pending life insurance
and annuity death claims, and 20 paid and five pending disaibitibme claims from the examination
period, to verify that there is no unfair discriminatigaimst claimants. Since the Company had no long-
term care claims filed in Massachusetts during the exation period, no long-term care claims were
available for testing.

Transaction Testing Results:

Findings: None.

Observations: Based upon testing, the Company’s processes do not disdemagminst
claimants with similar qualifying events covered undepdtcies.

Recommendations: None.
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SUMMARY

Based upon the procedures performed in this comprehensivenex@amj RNA has reviewed and tested
Company Operations/Management, Complaint Handling, Marketimd) Sales, Producer Licensing,
Policyholder Service, Underwriting and Rating, and Claims asfasth in the 2009NAIC Market
Regulation Handbook, the market conduct examination standards of the Divisiot the Commonwealth

of Massachusetts’ insurance laws, regulations and imslletRNA has made recommendations or the
Division has set forth required actions to addressouarconcerns in the areas of Marketing and Sales,
Producer Licensing and Underwriting.
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ACKNOWLEDGEMENT

This is to certify that the undersigned is duly qualiféed that, in conjunction with Rudmose & Noller
Advisors, LLC, applied certain agreed-upon procedures todtpoiate records of the Company in order
for the Division of Insurance of the Commonwealth of Masssetts to perform a comprehensive market
conduct examination (“comprehensive examination”) of the Company.

The undersigned’s participation in this comprehensive examina®nthe Examiner-In-Charge
encompassed responsibility for the coordination and directitineoéxamination performed, which was
in accordance with, and substantially complied with, eéhesandards established by the National
Association of Insurance Commissioners and the Handbook. p@tisipation consisted of involvement
in the planning (development, supervision and review of agreed-ppocedures), administration and
preparation of the comprehensive examination report.

The cooperation and assistance of the officers and engsl@fehe Company extended to all examiners
during the course of the comprehensive examination is her&bhgwedged.

Matthew C.Regan Il

Director of Market Conduct &
Examiner-In-Charge
Commonwealth of Massachusetts
Division of Insurance

Boston, Massachusetts
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