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The Honorable Nonnie S. Burnes Q
Commissioner of Insurance

The Commonwealth of Massachusetts

Office of Consumer Affairs and Business Regulation

Division of Insurance Q

One South Station
Boston, Massachusetts 02110-2208 0
Dear Commissioner Burnes: Q

Pursuant to your instructions ccordance with Massachusetts General Law, Chapter 175,

Section 4, a full comprehensive.ex tion has been made of the market conduct affairs of

@ remier Insurance Company of Massachusetts

at its home of&%éated at

0 t 10 Chestnut Street, Suite 410
Q Worcester, MA 01613-0550.

The following report thereon is respectfully submitted.
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SCOPE OF EXAMINATION

The Massachusetts Division (“Division”) conducted a comprehensive market conduct examination of
The Premier Insurance Company of Massachusetts (“Premier” or “Company”) for the period January 1, 2005
through June 30, 2006. The examination was called pursuant to authority in Massachusetts General Laws
Chapter 175, Section 4. The current market conduct examination was conducted at the direction of, and under
the overall management and control of, the market conduct examination staff of the Division. Representatives
from the firm of Eide Bailly, LLP (“Eide”) were engaged to complete certain agreed-upon procedures.

EXAMINATION APPROACH \)

A tailored audit approach was developed to perform the examination of Premier u guidance and
standards of the National Association of Insurance Commissioners Market Con xaminers Handbook
(“Handbook™), the market conduct examination standards of the Division, the Co Ith of Massachusetts
(Commonwealth) insurance laws, regulations and bulletins, and selected fe and regulations. All
procedures were performed under the management and control of the market{c examination staff of the
Division. The following describes the procedures performed and the findinQ e.workplan steps thereon.

The basic business areas that were reviewed under this exami@

I.  Company Operations/Management QQ :""

Il.  Complaint Handling
I1l.  Marketing and Sales

IV. Producer Licensing ;
V. Policyholder Service 0

VI. Underwriting and Rating

VII. Claims &

In addition to the processe a%edures guidance in the Handbook, the examination included a
review of the Company’s polici edures regarding an assessment of the Company’s internal control
environment. While the Handbo oach detects individual deficiencies through transaction testing, the
internal control assessment understanding of the key controls that Company management uses to run

their business and to meet ke siness objectives, including complying with applicable laws, regulations and
bulletins related to mﬁ duct activities.

The co sessment process is comprised of three significant steps: (a) identifying controls; (b)
determining if ntrol has been reasonably designed to accomplish its intended purpose in mitigating risk

(ie., a qu2§ tive ‘gssessment of the controls); and (c) verifying that the control is functioning as intended (i.e.,

the actu of the controls). For areas in which controls reliance was established, sample sizes for
ing were accordingly adjusted. The form of this report is “Report by Test,” as described in

transa
C A. of the Handbook.



EXECUTIVE SUMMARY

This comprehensive market conduct examination was conducted concurrently with the Division’s
statutory financial examination of Premier. The financial examination performed limited compliance testing,
since the market conduct examination was also being conducted.

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

The Division considers a substantive issue as one in which corrective action on par@ ompany is
deemed advisable, or one in which a “finding” or violation of Massachusetts’ insurancelaws, regulations or
bulletins was found to have occurred. As applicable, required action(s) are mandato %er to meet the
minimum standards of a Company licensed in the Commonwealth of Massachuss@

The following is a summary of all substantive issues found, along ed recommendations and, if
applicable, subsequent Company actions made, as part of the comprefensive arket conduct examination of
Premier. All Massachusetts insurance laws, regulations and bulletips.cited in this report may be viewed on the
Division’s website at www.mass.gov/doi. %

SECTION I - COMPANY OPERATIONS / MANA E@T

STANDARD I-3

Transaction Testing Results: (&\(VQ
dur

Findings: The Company has p in place to perform criminal background checks on all new and
prospective employees, but i o‘process in place to ensure that it has performed background checks
on all existing Company,

at the Company may not have performed criminal background checks on
s hired prior to 1994, as the Company was unable to determine exactly when

Observations: Eide
some long-term %
criminal bac% d.checks were first required as a condition of employment.

Recommendati recommends that the Company conduct criminal background checks on all current and
prospective Co mployees.

&
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COMPANY BACKGROUND

The Company is an affiliate of The St. Paul Travelers Companies, Inc. ("STA"™), specializing in writing
personal automobile coverage in the Commonwealth of Massachusetts. The company utilizes independent
agencies, as well as agents assigned to the company by Commonwealth Automobile Reinsurers (CAR), the
state's assigned-risk facility. Under Massachusetts’ law, Premier, as a servicing carrier, is obliged to "take all
comers" by accepting all automobile risks submitted to the Company on a direct basis. Premier is then permitted
to cede risks to CAR that do not meet its underwriting criteria and, in return, receives a ceding commission.
Based on a participation formula, Premier assumes its share of involuntary private passenger auto ile
premiums and losses from CAR. In 1993, Premier replaced the former Travelers’ Massachuset onal lines
operating division as Travelers' exclusive writer of personal lines policies in Massachusetts.

With Travelers' acquisition of the Aetna companies in 1996, Premier assum assachusetts
property business written by Aetna on a new and renewal basis. Until 2004, Premier's Hook of business remained
primarily private passenger automobile business, which, in 2003, represented approximately 82% of its total net
premium volume. The balance of the Company's net writings was its Mass s', personal lines property
business (primarily homeowners' insurance), which it assumed from its pare lers Indemnity Company
(“TIC™), via quota share reinsurance.

Effective January 1, 2004, however, Premier became solel
Massachusetts when it terminated its property quota share rei
followed an evaluation of the prospective overall profitability
evaluation of the risks of exposure to catastrophe losses al
net losses from these events. Premier continues to manage
focus solely on private passenger automobile (“PP co
exclusively since January 1, 2004.

&Yate passenger automobile insurer in
agreement with TIC. This decision

property business, which included an
er,storms, and the cost of reinsurance to limit

property business for TIC. The examination will
age, since Premier has written this coverage

For 2006 and 2005, Premier wrote t @g premium volumes (000 omitted):

Gross P@iu ritten  Net Premium Written  Pure Loss Ratio
6

Product Line 0 2005 2006 2005 2006 | 2005

PPA Liability @3} $208,534 | $193,274 | $212,037 | 41.0% | 28.7%
PPA Phys Damage 844 | 115058 | 108,725 | 115408 | 50.5% | 52.0%
Totals \’D_;@B,ms $323,592 | $302,000 | $327,445| 46.9% | 35.5%

sensitive to regul events and the operating constraints within the Commonwealth of Massachusetts,
0 mandated rate rollbacks and involuntary market mechanisms. The introduction of

Being a moQ%( gle state private passenger automobile writer, Premier’s overall earnings are
r

3r's five-year average annual return on revenue (“ROR”) compares very favorably with its industry
peer Company reported strong underwriting results in 2001, despite an 8.3% mandatory personal
automobile rate rollback for insurers in Massachusetts. However, the Company’s pre-tax ROR was adversely
affected in 2002 and 2003, decreasing substantially to 6.9% and 4.2%, respectively. These are large decreases
compared to 2001’s pretax ROR of 13.0%.

In 2004, the Company's profitability improved dramatically, largely driven by highly favorable prior
year loss reserve development and substantially lower claim frequency in both its personal automobile and its
discontinued homeowners' lines, as well as by a substantial reduction in acquisition costs associated with the



cancellation of the property quota share agreement with its parent. As a result, Premier’s improved cash flow
enhances its claims paying abilities.

The Company is rated A (Excellent) by AM Best Company, and ratings were stable over the

examination period.

The key objectives of this examination were determined by the Division utilizing the Handboak. The
remainder of this report outlines the testing and results by each major risk area defined by the Handbo



l. COMPANY OPERATIONS/MANAGEMENT

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

review of several types of files at the Company.

Standard I-1. The company has an up-to-date, valid internal or external audit program.

Objective: This Standard is concerned with whether there is an audit program function thadis meaningful

information to management. C

Controls Assessment: The following key observations were noted in conjuncti ith the review of this

Standard:

s The Company’s external auditors perform internal control testing.a
statement audit procedures.

INTERNAL AUDITS
s The Corporate Audit Department (“CAD”) of STA p@\ Il internal audit related functions of the
Company.

= The CAD reports to the STA Audit Committee,.and all businesses, functions, and geographical locations
of the Company are subject to review. ,%

s The CAD solicits input from their exte
overall risks.

mal part of the annual financial

tors to assist in properly evaluating the Company’s

s The CAD annually prepares a risk& it plan, and the frequency of the Company’s audits is based

upon CAD’s overall risk and control assessments.

= When control issues are identifie
Company management _detailin
implementation and a_ti
senior management rt outlining the control issues and related corrective action plans.

= The Company !l%
Audit Commj and the external auditors are aware of all control issues and developments.

AGENCY AUDITS
= TheC ny”s Compliance Analyst oversees the agency audit process, and solicits an audit team of
personne the underwriting, claims and Special Investigative Unit (“SIU”) departments.
n pliance Analyst determines the agencies to be audited and the timing of the audits based on

of business, loss ratio and results of prior audits.

D provides recommendations and requires written responses from
the corrective action plan, individuals responsible for plan
for completion. Once this has been completed, the CAD provides

erly audit meetings to ensure that line management, senior management, the

Q audit team conducts pre-audit research on the agencies covering many of the Handbook areas
including:

Use of approved marketing materials
Communication of mandated disclosures
New business procedures

Product suitability

O O O O



o Licensing requirements
0 General supervision

= Upon completion of the audit, the Compliance Analyst produces a report of audit findings and
appropriate corrective actions, and discusses the report with Company management, the Agency
Manager and the agency.

Controls Reliance: Controls tested via document inspection, procedure observation and/or corrobor, tiﬂ%&iry
appear to be sufficiently reliable to be considered in determining the extent of transaction testing oﬂ@s.

Transaction Testing Procedure: Due to the nature of this Standard, no transaction testing \@ rmed.

Transaction Testing Results: C\
Findings: None.
Observations: None 0%
Recommendations: None. Q

Standard 1-2. The company has appropriate control \gy}\rds and procedures for protecting the
integrity of computer information.

No work performed. All required activity for tr@n;ard is included in the scope of the ongoing statutory

financial examination of the Company. (Qr

Standard 1-3. The company has

ti%alinitiatives in place that are reasonably calculated to detect,
prosecute, and prevent fraudulent i

nce acts.

: Division of Insurance Bulletins 1998-11 and 2001-14.

18 United States Code (Uf(@iﬂ&

Objective: This St is concerned with whether the Company has an antifraud plan that is adequate, up-to-
date, in compli ith applicable statutes and implemented appropriately.

Pursuant 8 USC § 1033 of the Violent Crime Control and Law Enforcement Act of 1994, it is a criminal
offense e “engaged in the business of insurance” to willfully permit a “prohibited person” to conduct
i Q ity without written consent of the primary insurance regulator. A “prohibited person” is an
idual-wwho has been convicted of any felony involving dishonesty or a breach of trust or certain other
offenses, who willfully engages in the business of insurance as defined in the Act. In accordance with Division
of Insurance Bulletins 1998-11 and 2001-14, any entity conducting insurance activity in Massachusetts has the
responsibility of notifying the Division, in writing, of all employees and producers who are affected by this law.
Individuals “prohibited” under the law may apply to the Commissioner for written consent, and must not engage

or participate in the business of insurance unless and until they are granted such consent




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

= The Company has a written antifraud plan.
= The Company has an SIU dedicated to the prevention and handling of fraudulent activities.

= The SIU holds periodic meetings with representatives from various departments at the Company
including claims, compliance, internal audit, underwriting, sales and customer service to identify
potentially fraudulent activity.

= The SIU tracks and investigates potentially fraudulent activity with the assistance of ot epartments
when required by statute. Such activity is reported to the regulators as necessary.

= The SIU works with the Massachusetts Insurance Fraud Bureau to investigate operly handle
potential fraud. Q

m  The Company’s claims and underwriting personnel take part in ongoing conw
on identification and proper treatment of potentially fraudulent activity.

cation, focused

= The Company documented that it has performed criminal background c xﬂ new and prospective
employees since 1994,

s The Company requires all employees to annually complete confli interest forms, which specifically
state that the employee has not been convicted of a felony and i nt with 18 USC § 1033.

Controls Reliance: Controls tested via documentation inspectio cedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in“de ing the extent of transaction testing
procedures.

does not employ prohibited persons as defined in 8 1033, and reviewed procedures followed by the
Company to ensure compliance. 0

Transaction Testing Results: (%
Findings: The Company has, pr s in place to perform criminal background checks on all new and
prospective employees, but |§as 0 process in place to ensure that it has performed background checks

Transaction Testing Procedure: Eide interviewed indiguals ith responsibility for ensuring that the Company

on all existing Compan es.

Observations: Eid at the Company may not have performed a criminal background check on
some long-term :@ s hired prior to 1994, as they were unable to determine exactly when they first

required thesé.cp al background checks as a condition of employment.

Recommendatians:
prospective Compa

e recommends that the Company conduct criminal background checks on all current and
employees.

\Sta«»@4. The company has a valid disaster recovery plan.

No work performed. All required activity for this Standard is included in the scope of the ongoing statutory
financial examination of the Company.

10



Standard 1-5. The company is adequately monitoring the activities of the Managing General Agents
(MGAs).

No work performed. The Company does not utilize MGA's in Massachusetts.

Standard 1-6. Company contracts with MGAs comply with applicable statutes, rules and regulatiﬁm\Y \

N%
O

Standard I-7. Records are adequate, accessible, consistent and orderly an c&m:k)y with state record
retention requirements.

No work performed. The Company does not utilize MGA's in Massachusetts.

Objective: This Standard is concerned with the organization, legibili
determining if the Company is in compliance with the Commonwea
objective of this Standard was included for review in each Stal w
retention of records exists or should exist.

fructure of files, as well as with
gécord retention requirements. The
ere such policy or procedure for the

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

= Company policy requires that its prod p complete records and accounts of all insurance
transactions.

= The Company’s standard producer gontraet requires the producer to keep insurance records and accounts
current and identifiable.

= The Company’s standard produ ract also maintains the Company’s right to examine producers’
accounts and records of alliinsurance transactions for as long as the Company deems reasonable,
including a reasonable ti e termination of a producer contract.

inquiry appear to be reliable to be considered in determining the extent of transaction testing

Controls Reliance: Con via documentation inspection, procedure observation and/or corroborating
*@NI
procedures.

Transaction T ‘i&cedure: Eide performed various procedures throughout this examination which related
to review of documentation and record retention. Such testing results are noted in the various examination areas,

with any@)n noted in the Executive Summary along with the applicable standard.

Transaction Testing Results:

Findings: None.

Observations: None

Recommendations: Such recommendations are noted in the various examination areas, with any exceptions, if
any, noted in the Executive Summary.

11



Standard 1-8. The company is licensed for the lines of business that are being written.

M.G.L. c. 175, 8§ 32 and 47.

Certificate of Authority.

According to M.G.L. c. 175, § 32, a company must first obtain a certificate of authority from th Wsioner
before any contracts or policies may be issued. A company may issue policies and contracts f business

allowed by M.G.L. c. 175, § 47.

Objective: This Standard is concerned with whether the Company is operating within the requiremm its

Controls Assessment: The following key observations were noted in conjunctlo@u‘h the review of this

Standard: v’
m The Company’s policy is to operate within the lines of business a der its existing Certificate
of Authority.
Controls Reliance: Controls tested via documentation mspectlo re observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered i |ng the extent of transaction testing
procedures.

lines of business it writes in the Commonwealth.

Transaction Testing Results: \0
Findings: None. &
Observations: The Comp perates within the lines of business approved under its existing
Certificate of Authority.

Recommendations: None. &

Transaction Testing Procedure: Eide reviewed the Cogpanai Certificate of Authority, and compared it to the

Standard 1-9. The C;E&ny cooperates on a timely basis with examiners performing the examinations.

M.G.L.c. 175,%\L

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

Controls Reliance: Not applicable.

12




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

Transaction Testing Results:

Findings: None.

Observations: The Company’s level of cooperation and responsiveness to examiner re@vas

acceptable.
Recommendations: None. \)

Standard 1-10. The company has procedures for the collection, use and dlsclosur 0 nformatlon gathered
in connection with insurance transactions so as to minimize any improper usw into the privacy of
applicants and policyholders.

Gramm-Leach-Bliley Act, 88 502, 503, 504 and 505 and 16 Code of F ulations (CFR) Part 313.

Objective: This Standard is concerned with the Company’ @ d procedures to ensure it maintains
privacy of consumer information. 6

The Gramm-Leach-Bliley Act, 88§ 502, 503, 504 and 50 :&@ CFR Part 313, set forth requirements for proper
notice to consumers and restrictions on a financial i ion’s ability to disclose non-public personal consumer
information to nonaffiliated third parties. Furt g: a~financial institution must provide its customers with a

written notice of its privacy policies and prac n addition, a financial institution is prohibited from
disclosing nonpublic personal consumer inf 0 nonaffiliated third parties, unless the institution satisfies
various disclosure and opt-out requirements, and the consumer has not elected to opt out of such discussion.

Various aspects of privacy requirem s%mdressed in Standards 1-10 through 1-17.

Controls Assessment: The % ey observations were noted in conjunction with the review of this
Standard:

= Company poli y@iisclose information only as required or permitted by law to industry regulators,
law enforc agencies, anti-fraud organizations, and third parties who assist the Company in

s transactions for its policyholders.

process
" Comp% icy requires that a consumer privacy notice be provided to policyholders at the time an
a ation’is taken. Annual disclosure notices also are provided to policyholders via standard mail.

" ae“‘€ompany stated that it has developed and implemented information technology security practices to
Qe guard customer, personal and health information.

Q The Company’s internal audit function has conducted reviews of privacy policies and procedures.

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

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

procedures.

13




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

Transaction Testing Results:

Company’s privacy policy minimizes any improper intrusion into the privacy of icants and
policyholders, and is disclosed to policyholders in accordance with their policies al res. The
Company also appears to have proper documentation to support any adverse unr@ decisions it

makes.
o

Recommendations: None. @ \)

Findings: None.
Observations:  Based upon Eide’s review of the Company’s privacy notice, it ap@the

Standard 1-11. The company had developed and implemented writte ike,}standards and procedures
for the management of insurance information. %

Gramm-Leach-Bliley Act, §8 502, 503, 504 and 505 and 16 Clsf@m} 3.

manages insurance information.

The Gramm-Leach-Bliley Act, §8 502, 503, 50 5, and 16 CFR Part 313, set forth requirements for proper
notice to consumers and restrictions on a fi '&( stitution’s ability to disclose non-public personal consumer
information to nonaffiliated third parties. rther, a financial institution must provide its customers with a
written notice of its privacy policies practices. In addition, a financial institution is prohibited from

disclosing nonpublic personal consurer ation to nonaffiliated third parties, unless the institution satisfies
various disclosure and opt-out require , and the consumer has not elected to opt out of such discussion.

Objective: This Standard is concerned with the Co§ any’s policies and procedures to ensure it properly

ts are addressed in Standards 1-10 through 1-17.

Various aspects of privacy re@w
Controls Assessment"@llowing key observations were noted in conjunction with the review of this

Standard:

= The Company has a policy for informing and training its employees regarding its practices in handling
a aintaining personal information of applicants and policyholders.

. pany’s policy is and procedures are in place for transmission of written notice of its privacy
c to each applicant and policyholder at the time of application for or renewal of a policy.

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

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for securing personal
information about applicants and policyholders. Insurance information management standards were tested in
each section on this examination.

14




Transaction Testing Results:

Findings: None.

Observations: Based upon Eide’s review of the Company’s policy of reporting litigation costs, and its
information management procedures, the Company appears to be in compliance with applicable statutes
and regulations.

Recommendations: None. \)

information relating to its customers, former customers and consumers that are ot customers.

~

Standard 1-12. The company has policies and procedures to protect the privaCf of‘ponpublic personal

Gramm-Leach-Bliley Act §§ 502, 503, 504 and 505; and 16 CFR Part 313.

Objective: This Standard is concerned with the Company’s policia@cedures to ensure it maintains

privacy of consumer information.
The Gramm-Leach-Bliley Act, 88 502, 503, 504 and 505, andﬁﬁ;;art 313, set forth requirements for proper

notice to consumers and restrictions on a financial instituti ity to disclose non-public personal consumer

information to nonaffiliated third parties. Further, a 'n% institution must provide its customers with a

written notice of its privacy policies and practice addition, a financial institution is prohibited from

disclosing nonpublic personal consumer informano ffiliated third parties, unless the institution satisfies
O

various disclosure and opt-out requirements, a&g mer has not elected to opt out of such discussion.
Various aspects of privacy requirements ar(% d in Standards 1-10 through I-17.
Controls Assessment: The followi %servations were noted in conjunction with the review of this

Standard:

s The Company’s poli omply with the Gramm-Leach-Bliley Act, and its related rule 16 CFR Part
irements of nonpublic personal information.

313, regarding pr
s The Company:stated.that it does not sell personal information to third parties.

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

" policy requires that a consumer privacy notice be provided to policyholders when a policy is
@ d. Annual disclosure notices also are provided to policyholders via standard mail.

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

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

15




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

Transaction Testing Results:

Findings: None.
Observations: It appears from Eide’s review of the Company’s privacy notice that its @licy
n

minimizes any improper intrusion into the privacy of policyholders, former policyholder onsumers

that are not policyholders, and is disclosed to policyholders in accordance with .their. policies and

procedures. Q
Recommendations: None. C

~

Standard 1-13. The company provides privacy notices to its customers a w/licable, to its consumers
who are not customers regarding treatment of nonpublic personal fina‘ rmation.

Gramm-Leach-Bliley Act 8§ 502, 503, 504 and 505; and 16 CFR Q}&

Objective: This Standard is concerned with the Comp gies and procedures to ensure it maintains
privacy of consumer information.

The Gramm-Leach-Bliley Act, §§ 502, 503, 504
notice to consumers and restrictions on a financiz
information to nonaffiliated third parties.

and 16 CFR Part 313, set forth requirements for proper
litution’s ability to disclose non-public personal consumer
a financial institution must provide its customers with a
written notice of its privacy policies an s. In addition, a financial institution is prohibited from
disclosing nonpublic personal consumersinfo ion to nonaffiliated third parties, unless the institution satisfies

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

re addressed in Standards 1-10 through I-17.

Various aspects of privacy re
Controls Assessment: T®;%ing key observations were noted in conjunction with the review of this

Standard: %6
= TheCo licy is to comply with the Gramm-Leach-Bliley Act, § 504 (a), and its related rule 16
CFR Part,313, regarding privacy requirements of nonpublic personal information.

s T ompany stated that it does not sell personal information to third parties.
0 policy is to disclose information only as required or permitted by law to industry regulators,
n

| | \_
forcement agencies, anti-fraud organizations, and third parties who assist the Company in
Q processing business transactions for its policyholders.
=~ Company policy requires that a consumer privacy notice be provided to policyholders when a policy is

delivered. Annual disclosure notices also are provided to policyholders via standard mail.

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

16




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

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for policyholder
services, and reviewed its privacy notice. The financial examination team conducted a review of the Company’s

privacy policies, which provided additional information to the market conduct examiners.
Transaction Testing Results: &
Findings: None. \)

Observations: Based upon Eide’s review of the Company’s privacy notice,iscussion with
Company personnel, it appears that the Company disclosed privacy inforr@in (0" policyholders in

accordance with its policies and procedures. % ),
Recommendations: None. %

Standard 1-14. If the company discloses information subject to an opt out right, the company has policies
and procedures in place so that nonpublic personal financi ation will not be disclosed when a
consumer who is not a customer has opted out, and the compa ovides opt out notices to its customers
and other affected consumers.

Gramm-Leach-Bliley Act 8§ 502, 503 504 and 505; an% 16 CFR Part 313.

Objective: This Standard is concerned wi @r\pany’s policies and procedures to ensure it maintains
privacy of consumer information.

The Gramm-Leach-Bliley Act, 88§ 502, 50
notice to consumers and restrictions oria
information to nonaffiliated third “pa
written notice of its privac i

04 and 505, and 16 CFR Part 313, set forth requirements for proper
financial institution’s ability to disclose non-public personal consumer
ies. Further, a financial institution must provide its customers with a
ies and practices. In addition, a financial institution is prohibited from

disclosing nonpublic per % onsumer information to nonaffiliated third parties, unless the institution satisfies
various disclosure an requirements, and the consumer has not elected to opt out of such discussion.

Various aspects ivacy requirements are addressed in Standards 1-10 through I-17.

Controls @n: The following key observations were noted in conjunction with the review of this

313, regarding privacy requirements of nonpublic personal information.
» The Company stated that it does not sell personal information to third parties.

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

= Company policy requires that a consumer privacy notice be provided to policyholders when a policy is
delivered. Annual disclosure notices also are provided to policyholders via standard mail.

Standard:
%ﬁb Company’s policy is to comply with the Gramm-Leach-Bliley Act, and its related rule 16 CFR Part
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= The Company stated that it has developed and implemented information technology security practices to
safeguard nonpublic personal information.

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

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for pa%der
services, and reviewed its privacy notice. The financial examination team conducted a review of the Company’s
privacy policies, which provided additional information to the market conduct examiners.

Transaction Testing Results: Q

Findings: None. C\

Observations: It appears from Eide’s review of the Company’s pri %ke, and discussion with
Company personnel, that the Company provides consumer inforil usiness partners or other

third parties only to help provide essential services to the consu and therefore is not required to
provide an opt out option.

Recommendations: None. &;

Standard 1-15. The company’s collection, use and di cIo@%g of nonpublic personal financial information
are in compliance with applicable statutes, rules ulations.

Gramm-Leach-Bliley Act 88 502, 503, 504 a 05;and 16 CFR Part 313.

Objective: This Standard is concerne %ﬁe Company’s policies and procedures to ensure it maintains
privacy of consumer information.

notice to consumers and restri n a financial institution’s ability to disclose non-public personal consumer
information to nonaffilia arties. Further, a financial institution must provide its customers with a
written notice of it ivaey.-policies and practices. In addition, a financial institution is prohibited from
disclosing nonpubli onal consumer information to nonaffiliated third parties, unless the institution satisfies
various disclos -out requirements, and the consumer has not elected to opt out of such discussion.

The Gramm-Leach-Bliley A% 03, 504 and 505, and 16 CFR Part 313, set forth requirements for proper
ird p

Various @@f rivacy requirements are addressed in Standards 1-10 through 1-17.

Com@s ssment: The following key observations were noted in conjunction with the review of this

»~ The Company’s policy is to comply with the Gramm-Leach-Bliley Act and its related rule 16 CFR Part
313, regarding privacy requirements of nonpublic personal information.

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

= Company policy is to disclose information only as required or permitted by law to industry regulators,
law enforcement agencies, anti-fraud organizations, and third parties who assist the Company in
processing business transactions for its policyholders.
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= Company policy requires that a consumer privacy notice be provided to policyholders when a policy is
delivered. Annual disclosure notices also are provided to policyholders via standard mail.

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

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

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility fo icyholder
services, and reviewed its privacy notice. The financial examination team conducted a review_ o ompany’s
privacy policies, which provided additional information to the market conduct examiners. 6

Transaction Testing Results: C\
~/
Findings: None. q
Observations: Based upon Eide’s review of the Company’ y notice, and discussion with
QC -

Company personnel, it appears that the Company’s privacy and procedures are adequate to

protect nonpublic personal financial information. %
Recommendations: None. Q

Standard 1-16. In states promulgating the health. ation provision of the NAIC model regulation, or
providing equivalent protection through other“substantially similar laws under the jurisdiction of the
Department of Insurance, the company ha and procedures in place so that nonpublic personal
health information will not be disclosed cj&r permitted by law, unless a customer or a consumer who
is not a customer has authorized the disclosure.

Gramm-Leach-Bliley Act, 8§ 502, @ 04°and 505 and 16 CFR Part 313.

Objective: This Standar
nonpublic personal hea

ned with ensuring that the Company’s policies and procedures regarding
tion are in compliance with applicable statutes.

o
y-ACt, 88 502, 503, 504 and 505, and 16 CFR Part 313, set forth requirements for proper
restrictions on a financial institution’s ability to disclose non-public personal consumer
information_to n iliated third parties. Further, a financial institution must provide its customers with a
written of its privacy policies and practices. In addition, a financial institution is prohibited from

s ublic personal consumer information to nonaffiliated third parties, unless the institution satisfies

disclos
vlosure and opt-out requirements, and the consumer has not elected to opt out of such discussion.
ari

V

notice to consufne

aspects of privacy requirements are addressed in Standards 1-10 through 1-17.

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

s The Company stated that it does not sell any personal consumer information to third parties.

19




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

= Company policy requires that a consumer privacy notice be provided to policyholders when a policy is
delivered. Annual disclosure notices also are provided to policyholders via standard mail.

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

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

procedures.
Transaction Testing Procedure: Eide interviewed Company personnel with resp ib@or policyholder
services, and reviewed its privacy notice. The financial examination team conduct w of the Company’s
privacy policies, which provided additional information to the market conduct examipers.

Transaction Testing Results: 0
Findings: None. Qr
Observations: It appears from Eide’s review of the %’s privacy notice, and discussion with

Company personnel, that the Company’s privacy icies ‘and procedures are adequate to protect
nonpublic personal health information.

Recommendations: None.

Standard 1-17. Each licensee shall implg%;}pomprehensive written information security program for
ation.

the protection of nonpublic policyholder in
Gramm-Leach-Bliley Act 8§ 502, 5&\5 and 505; and 16 CFR Part 313.

Objective: This Standarg erned with the Company’s policies and procedures to ensure it maintains
privacy of consumer i

%Act, 88 502, 503, 504 and 505, and 16 CFR Part 313, set forth requirements for proper
notice to consumers.and restrictions on a financial institution’s ability to disclose non-public personal consumer
information..to nonaffiliated third parties. Further, a financial institution must provide its customers with a
written its privacy policies and practices. In addition, a financial institution is prohibited from
disclosingsnompublic personal consumer information to nonaffiliated third parties, unless the institution satisfies

i Iosure and opt-out requirements, and the consumer has not elected to opt out of such discussion.

The Gramm-Le

v&
Various aspects of privacy requirements are addressed in Standards 1-10 through I-17.

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

= The Company’s policy is to comply with the Gramm-Leach-Bliley Act, 8§ 502, 503, 504 and 505, and
its related rule 16 CFR Part 313, regarding privacy requirements of nonpublic personal information.
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= The Company has written policies and procedures in place for security of nonpublic policyholder and
consumer information.

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

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

= Company policy requires that a consumer privacy notice be provided to policyholders when licy is
delivered. Annual disclosure notices also are provided to policyholders via standard mail.

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

on'a
inquiry appear to be sufficiently reliable to be considered in determining the ex of transaction testing
procedures. v’

%@ nsibility for policyholder
ot a review of the Company’s

examiners.

Controls Reliance: Controls tested via documentation inspection, procedure observafi or corroborating

Transaction Testing Procedure: Eide interviewed Company personnel w
services, and reviewed its privacy notice. The financial examination team
privacy policies, which provided additional information to the market :% C

Transaction Testing Results: &

Findings: None.

Observations: It appears from Eide’s review of‘the E;mpany’s privacy notice that it has adequate and
properly documented policies and proced r the protection of nonpublic policyholder and consumer
information. 6

Recommendations: None. (&\r
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I. COMPLAINT HANDLING

Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s internal control
environment, policies and procedures, (b) the Company’s response to various information requests, and (c) a
review of several types of files at the Company.

Standard 11-1. All complaints are recorded in the required format on the company complaint regﬂk

M.G.L. c. 176D, § 3(10).

Obijective: This Standard addresses whether the Company formally tracks complaints Of gres.

Pursuant to M.G.L. c. 176D, § 3(10), an insurer must maintain a complete reco a mplaints it received
since the date of its last examination. The record must indicate the total numb laints, the classification
of each complaint by line of insurance, the nature of each complaint, the di % of each complaint and the
time it took to process each complaint. 6

Controls Assessment: ~ The following key observations were %R conjunction with the review of this
Standard:

= The Company has written policies and procedures ing the complaint handling process.
= The Company records all complaints in a consistent at in the complaint log.

= The Company’s definition of complaint is sirfi the statutory definition.

=  The Company has a consumer service te eceive and respond to complaints.

= The Company’s Hartford Office rec x‘/ mplaints from the Division and forwards them to their in-
house Compliance Consultant, W(&vi s the file and forwards it to the appropriate manager for

investigation and response.
Controls Reliance: Controls te ;cumentation inspection, procedure observation and/or corroborating
inquiry appear to be suffici‘% ble to be considered in determining the extent of transaction testing

procedures.

Transaction Testing
the examination peti

- Eide obtained complete complaint lists from the Company and the Division for
nd found that both lists logged 86 complaints about Premier made to the Division
eriod. Each of the 86 complaints was reviewed to ensure that they were handled in
. €.176, § 3(10).

Revie@%ﬁnplaints indicated the following:

Q Type of Complaint Number of | Percent of
Complaints Total
Claim Handling 56 65%
Underwriting 25 29%
Policyholder Services 5 6%
Total 86 100%
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Based on these findings and a planning risk assessment, Eide performed detail testing on claim handling and
underwriting as outlined later in this report.

Transaction Testing Results:

Findings: None.

Observations: For the 86 complaints tested, Eide noted that the Company appears t intain
complaint handling procedures, and a complete listing of complaints, in accordance with M.G. c.
176D, § 3(10). \)

Recommendations: None. Q

Standard 11-2. The company has adequate complaint handling procedures.i i@‘ and communicates

such procedures to policyholders.

M.G.L. c. 176D, § 3(10). O

Objective: This standard addresses whether the Company ha @complaint handling procedures, and
communicates those procedures to policyholders.

Pursuant to M.G.L. c. 176D, § 3(10), the Company must ke able to demonstrate that (a) the Company has
documented procedures for complaint handling as irted by the Division, (b) the procedures in place are
sufficient to enable satisfactory handling of complaints received as well as to conduct root cause analysis of

complaints, (c) there is a method for distributi and‘obtaining and recording response to complaints that is
sufficient to allow response within the ti ﬁg equired by state law, and (d) the Company provides a
telephone number and address for consum@% S.

d@?

documentation inspection, procedure observation and/or corroborating
lable to be considered in determining the extent of transaction testing

Controls Assessment: Refer to Stan

Controls Reliance: Controls
inquiry appear to be suffic
procedures.

Transaction Testing‘Pracedure: Eide reviewed a complete list of 86 Massachusetts complaint files from both

the Company ision for the examination period to evaluate this Standard, and to ensure that the
Company performs root cause analysis of complaints. Eide also interviewed management and staff responsible

for compl handling, and examined evidence of the Company’s complaint handling processes and controls. A
sample_0 ms and billing notices was reviewed to determine whether the Company provides contact
inforr.

consumer inquiries.
Transaction Testing Results:

Findings: None.

Observations: The Company appears to have adequate complaint procedures in place, including root
cause analysis, and communicates such procedures to policyholders.
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Recommendations: None.

Standard 11-3. The company takes adequate steps to finalize and dispose of the complaint in accordance
with applicable statutes, rules and regulations and contract language.

Objective: This Standard addresses whether the Company response to the complaint fully addresses&%ues

raised. \)

Controls Assessment: Refer to Standard I1-1.

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

the Company and the Division for the examination period to evaluate tandard. Eide also interviewed
management and staff responsible for complaint handling, and examinQ ce of the Company’s complaint

handling processes and controls.
Transaction Testing Results: Q t
Findings: None Q

Observations: Eide noted that the Compan ponided to the issues raised in each of the 86 complaints
tested in an appropriate and complet r rough its” formal complaint process. The Company
further appears to treat complainan . ¢

documents its complaint files. &

ilar fact patterns in a consistent manner, and adequately
Recommendations: None ?V

Transaction Testing Procedure: Eide reviewed a complete list of 86 Massa s'complaint files from both

Standard 11-4. The time ithin which the company responds to complaints is in accordance with
applicable statutes, rules and.regulations.

Obijective: Thx is concerned with the time required for the Company to process each complaint.

Massach setts does not have a specific complaint time standard in the statutes or regulations. However,

,'w Pivision practice requires insurers to respond to the Division within 14 days of the date it receives

establ
a aint from the Division.
Controls Assessment: Refer to Standard I1-1.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide reviewed a complete listing of the Massachusetts complaint files from the
Division for the examination period to evaluate this Standard. In addition, Eide reviewed all complaints to
determine the reason for delay for any which exceeded the 14 day response time required by the Division.

Transaction Testing Results:

Findings: There were three complaints that did not appear to meet the 14 day response time req:jred by

the Division.
86:complaints
her appears to

documents its

Observations: Eide noted that the Company responded to the issues raised in each of the
tested in a complete manner through its” formal complaint process. The Company
treat complainants with similar fact patterns in a consistent manner, and adequate
complaint files. The Company has a standard that all complaints filed with the D on, and inquiries
not filed through the Division, should be handled within seven days. In the eyent thatthe issue will take
longer than seven days to resolve, the Company will send a letter to the ision requesting more time
to respond. In two cases where the Company exceeded the required r@% e, it neglected to send

the follow up letter asking for more time. In the third instance, the lost a complaint when it
was faxed to the appropriate manager at a different office locati dling, after initial receipt of
the complaint at the Company’s home office.

The Company instituted supplemental procedures to e complaint oversight. According to
Company managers, these new procedures, implemente to the examination, entail sending an e-
mail with a read receipt request whenever faxing laint to managers working at office locations
other than the home office. If the read receipt i n%eived within two business days of sending the e-
mail, a phone call to the manager is made to confirm the receipt of the complaint.

Recommendations: None.
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MARKETING AND SALES

Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s internal control
environment, policies and procedures, (b) the Company’s response to various information requests, and (c) a
review of several types of files at the Company.

Standard I11-1. All advertising and sales materials are in compliance with applicable statutes,ﬁ%md

regulations. \)

M.G.L c. 176D, § 3; Division of Insurance Bulletin 2001-02.

Objective: This Standard is concerned with whether the Company maintains a s@m of control over the
content, form and method of dissemination of its advertisements. \)

Pursuant to M.G.L. c. 176D, § 3, it is deemed an unfair method of competition to misrepresent or falsely
advertise insurance policies, or the benefits, terms, conditions and a vs of said policies. Pursuant to
Division Bulletin 2001-02, an insurer who maintains an Internet websi st-disclose on that website the name

of the Company appearing on the certificate of authority, and the a%{ its principal office.
0

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

= The Company has written policies and proc overning the advertising and sales material approval
process.

s The Company’s marketing materials % brochures, magnets, etc. to be distributed by authorized
independent producers. The Comp reties upon producers to market the Company’s business through
the independent producer relationship.

= All advertising and sales materi
approval and compliance wit

= All advertising and sa
and authorized by th

= All approved m
marketing mater
= The Company, has.a website designed for use by consumers and producers which complies with Division
of Insuran letin 2001-02.
C Qliance: Controls tested via documentation inspection, procedure observation and/or corroborating

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

duced by the Company are reviewed by its legal department for
atutory and regulatory requirements prior to use.

ials produced by the Company’s independent producers must be reviewed
y’s legal department prior to use.

re assigned a document approval number that must be displayed on the

y discloses its history and facts such as contact and individual policy information on its

Transaction Testing Procedure: Eide reviewed direct advertising and sales materials produced by the Company
for compliance with statutory and regulatory requirements. Eide also reviewed the Company’s website for
appropriate disclosure of its name and address, and compliance with statutory and regulatory requirements.
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Transaction Testing Results:

Findings: None.

Observations:  The results of Eide’s testing of marketing material showed that the Company’s
advertising and sales materials comply with Massachusetts M.G.L. ¢. 176D, § 3, and with Division

Bulletin 2001-02.
Recommendations: None. é

Standard I11-2. Company internal producer training materials are in compliance with"a }sgble statutes,
rules and regulations.

Objective: This Standard is concerned with whether all the Company’s p &)aining materials are in
compliance with the Commonwealth’s statutes, rules and regulations. :

Controls Assessment: The following controls were noted as part of thi
= The Company’s sales force in Massachusetts is through i t producers.
= The Company uses its website to immediately co nicate product changes, as well as changes in
statutes or regulatory interpretations, to its appoint d dent producers.

= There are no formal continuing education courses made-available by the Company to assist its approved
independent producers.

Controls Reliance: Controls tested via doc inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliabl be“gonsidered in determining the extent of transaction testing
procedures.

Transaction Testing Procedure: Eid rzmed no transaction testing beyond inquiry and observation.

Transaction Testing Results:

Findings: No Q
i %ﬂe

Observ

Recommendiﬁ:i »None.
S 1-3. Company communications to producers are in compliance with applicable statutes, rules

egulations.

Objective: This Standard is concerned with whether the written and electronic communication between the
Company and its producers is in accordance with applicable statutes, rules and regulations.

Controls Assessment: The following controls were noted as part of this Standard:
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= The Company uses its website to immediately communicate product changes, as well as changes in
statutes or regulatory interpretations, to its appointed independent producers.

= The Company’s sales force in Massachusetts is comprised of Company approved independent producers,
and producers assigned to the Company by CAR.

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

Transaction Testing Procedure: Eide conducted interviews with key Company personnel to detewe type
of communications with producers that generally occur, and reviewed examples of Cﬁ ions that

occurred during the examination period.
Observations: The Company’s communications to producers apse;te and reasonable.

Recommendations: None. %

Transaction Testing Results:

Findings: None.

Standard 111-4. Company mass marketing of proper nMsualty insurance is in compliance with
applicable statutes, rules and regulations.

M.G.L.c. 175, § 193R.

Objective: This Standard is concerned W‘@r the Company’s mass marketing efforts are in compliance
with applicable statutes, rules and regula

Pursuant to M.G.L. c. 175, § s merchandising or group marketing is any system, design or plan
whereby automobile insura red to employees of an employer, or to members of a trade union,
association, or organizati ich the employer, trade union, association or organization has agreed to or
in any way affiliated 't%it , assisted, encouraged or participated in the sale of such insurance to its
employees or memb a payroll deduction plan or otherwise.

Controls Assessment:

Standard: S\v

" Company underwriting guidelines are designed to reasonably assure consistency in the
@ ication of premium discounts and surcharges.

Q e Company’s policy is to file all affinity discounts with the Division.
=" The Company does not actively market to obtain group policies.
= Agents submit a group policy application to the Company for approval prior to issuance of a group
policy.
= An agent’s approved group policy is filed with the Division prior to being issued by the Company.

he following key observations were noted in conjunction with the review of this
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Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the marketing and
underwriting processes. Eide selected five policies issued or renewed during the examination period, for testing
of premium discounts associated with group policies. Eide verified that the discount for each of the fimies

underwritten as a group policy was properly applied, and that it was included on the Division’s list of«filed and
approved discounts.

Transaction Testing Results: ,é\)

Findings: None.

Observations: Based on the results of Eide’s testing of five group policiesiss r renewed during the
examination period, it appears that each of the premium discounts w erly applied, and each was
approved by the Division. %

Recommendations: None. 'QQ
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V. PRODUCER LICENSING

Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s internal control
environment, policies and procedures, (b) the Company’s response to various information requests, and (c) a
review of several types of files at the Company.

Standard 1V-1. Company records of licensed and appointed (if applicable) producer@ith

department of insurance records.

M.G.L. c. 175, 8§ 1621 and 162S.

—

Objective: The Standard is concerned with ensuring that the Company’s appoim@w&ers are appropriately

required to be licensed for that line of authority. Further, producers s act as a producer of the Company
unless they have been appointed by them pursuant to M.G.L c. 175%(

Controls Assessment: The following key observations were no@c

licensed by the Division. q
Pursuant to M.G.L c. 175, 8 162I, all persons who solicit, sell or negoti ta ce in the Commonwealth are
O
R

junction with the review of this

Standard: %
= The Company has a centralized licensing ent charged with ensuring that all producers are
licensed and appointed.
= The agency manager is responsible fo the Company’s central licensing unit of any change in
0olaco
0

agency personnel using the require

» Notification to the central Iicensin?ﬂ%Y change to a producer’s name or address is not required.

= The Company notifies the Division producer terminations on an as needed basis through the
Division’s Online Producer ointment website, (“OPRA”).

=  When a producer is appeoi terminated, the required information is entered into the Company’s
licensing database. %’ f the Company’s central licensing unit will analyze the information for

completeness and .a pon verification that the producer has an active license, the analyst will
use OPRA to g pe roducer.

ppointment procedures are designed to comply with M.G.L. c. 175, § 162S, which

Controls Reéliance:” Controls tested via documentation inspection, procedure observation and/or corroborating
inqui 0 be sufficiently reliable to be considered in determining the extent of transaction testing

Transaction Testing Procedure: Eide interviewed individuals with responsibility for producer contracting and
processing of appointments. Eide selected a sample of 50 sales during the examination period for testing, and
verified that the producer for each sale was included on the Division’s list of the Company’s appointed
producers.
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Transaction Testing Results:

Findings: None.

Observations: ~ Based on the results of Eide’s testing of policies issued or renewed during the
examination period, Eide noted no violations of M.G.L. c. 175, 88 162I and 162S, as all sales were

generated by properly licensed producers.
Recommendations: None. »

\Y

Standard 1V-2. Producers are properly licensed and appointed (if required b E\,Iaw) in the
jurisdiction where the application was taken.

M.G.L. c. 175, §§ 1621 and 162S.

Objective: The Standard is concerned with ensuring that the Company’s producers are appropriately
licensed by the Division.

negotiate. Further, any such producer shall not act as a the Company unless they have been
appointed by the Company pursuant to M.G.L ¢. 175, § 162Q
n

Controls Assessment: The following key observatio% oted in conjunction with the review of this

Pursuant to M.G.L c. 175, § 162I, producers must be licensed f ine of authority that they solicit, sell or
pJQdu-bjr

Standard:

= The Company has a centralized li i partment charged with ensuring that all producers are
licensed and appointed.

= The Company performs crimina

= The agency manager is respansi
agency personnel using the regui

ckground checks on all applicants prior to appointment.

r notifying the Company’s central licensing unit of any change in
protocol.

» Notification to the centeal ing unit of a producer’s name or address change is not required.

= The Company notifié%w ision of producer terminations on an as needed basis through OPRA.

=  When a produce inted or terminated, the required information is entered into the Company’s
licensing dat ember of the Company’s central licensing unit will analyze the information for
completeness and accuracy. Upon verification that the producer has an active license, the analyst will
use OPRA:te-appoint the producer.

’s appointment procedures are designed to comply with M.G.L. ¢. 175, § 162S, which

= The Compan
r@ a producer be appointed by the Company within 15 days from the date their contract is

. or from the date the first coverage application is submitted.

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

Transaction Testing Procedure: Eide interviewed individuals with responsibility for producer contracting and
processing of appointments. Eide verified that the producer for each of the 50 tested sales from the examination
period was on the Division’s list of the Company’s appointed producers.
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Transaction Testing Results:

Findings: None

Observations: The Company provides written notice to producers of the requirements of 18 USC §
1033.

Recommendations: None &

Standard 1V-3. Termination of producers complies with applicable standards, rule 5§’ulati0ns
regarding notification to the producer and notification to the state, if applicable.

M.G.L. c. 175, § 162T.

Objective: This Standard is concerned with whether the Company’s ter '@{roducers complies with
applicable statutes requiring notification to the Commonwealth and to the e ¢

Pursuant to M.G.L. c. 175, § 162T, the Company must notify the Djvi iozwithin 30 days of the effective date of
a producer’s termination, and of the cause of any “for cause” ter %«
S0

Controls Assessment: The following key observations wer in‘conjunction with the review of this
Standard:
= The Company has a centralized licensi artment charged with ensuring that all producers are
licensed and appointed.

= The agency manager is responsible «& g the Company’s central licensing unit of any change in
agency personnel using the requir otocol.
u

» Notification to the central licensi nitof a producer’s name or address change is not required.
= The Company notifies the Di isﬁ%ﬂrproducer terminations on an as needed basis through OPRA.

Controls Reliance: Controls
inquiry appear to be suffic
procedures.

documentation inspection, procedure observation and/or corroborating
lable to be considered in determining the extent of transaction testing

Transaction Testing‘Pracedure: Eide requested and reviewed documentation of the Company’s reporting of all

producer termi@ the examination period to the Division.
Transact@n esults:
Q@_qg None.

Observations: Eide noted that the Company notifies terminated producers using a letter whose contents
have been approved by the Division. When the termination is “for cause” the Company sends the notice
to the producer via certified mail, return receipt requested. The Company notifies the Division of the
termination consistent with procedures established by the Division.

Recommendations: None.
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Standard 1V-4. The company’s policy of producer appointments and terminations does not result in
unfair discrimination against policyholders.

Objective: The Standard is concerned that the Company has a policy for ensuring that producer appointments

and terminations do not unfairly discriminate against policyholders. &
Controls Assessment: Refer to Standards IV-1 and 1V-3. y
Controls Reliance: Controls tested via documentation inspection, procedure observation a borating
inquiry appear to be sufficiently reliable to be considered in determining the extent tion testing

procedures.

Transaction Testing Procedure: Eide reviewed documentation, such as zip codes;, % selected sales from
the examination period for evidence of unfair discrimination against policyhol ulting from the Company’s
policies regarding producer appointments and terminations.

Transaction Testing Results:

Findings: None. :%:

Observations: Eide’s testing noted no evidence o iscrimination against policyholders resulting
from the Company’s policies regarding produce; appeintments and terminations.

Recommendations: None. 0

Standard IV-5. Records of terminated cers adequately document reasons for terminations.

M.G.L. c. 175, § 162R and § 162T.

Objective: The Standar %erned that the Company’s records for terminated producers adequately
document the action take

Pursuant to M.G.L.

, 8 162T, the Company must notify the Division within 30 days of the effective date of
and of the cause for any such termination as defined in M.G.L. ¢.175, § 162R.

Controls %frsme . Refer to Standard 1V-3.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inqui ear to be sufficiently reliable to be considered in determining the extent of transaction testing
pro res.

Transaction Testing Procedure: Eide obtained a list of producers terminated during the examination period, and
reviewed the reasons for each termination.
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Transaction Testing Results:

Findings: None.

Observations: Based on the testing noted above, the Company’s internal records adequately document
reasons for producer terminations. None of the terminations tested were for cause as defined in M.G.L.

c. 175, § 162R. The Company has procedures in place for notifying the Division of terminations whether
“for cause” or “not for cause”. 4{

Recommendations: None. \)

Standard 1V-6. Producer accounts current (account balances) are in accordance @he producer’s
contract with the insurer.

financial examination of the Company.

~/
No work performed. All required activity for this Standard is included 6%;} of the ongoing statutory
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V. POLICYHOLDER SERVICE

Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s internal control
environment, policies and procedures, (b) the Company’s response to various information requests, and (c) a
review of several types of files at the Company.

Standard V-1. Premium notices and billing notices are sent out with an adequate amount oﬁ%nce

notice. \)

Automobile: M.G.L. c. 175, 88 193B and 193B .

Objective: This Standard is concerned with whether the Company provides Gﬁqlders with sufficient
advance notice of premiums due.

Pursuant to M.G.L. c. 175, 8 193B and 193B %%, automobile premiums ma id’in installments, with interest
charged on the unpaid balance due as of the billing date.

Controls Assessment: The following key observations were % njunction with the review of this
Standard:

= The Company offers their customers the option o eir entire annual automobile premium at the
policy’s inception, or utilizing a monthly pa t n The amount of the deposit required for the
monthly payment plan correlates to the cus ayment history, with the remaining unpaid premium
billed in equal installments over the life @n

= The Company offers a wide varie ent methods for the convenience of their customers,

including payroll deduction, electronic funds transfer, and credit card payment.
= Company policy is to send automobile- policy renewal notices, on which coverage changes can be
requested, so that policyhold rsq%ye them 60-65 days prior to the policy renewal date.
i generated automatically through a third party administrator, and are
e direct bill program. The premium payment is due upon the renewal

sent with the renewal not
effective date.

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

Transaction. Test rocedure: Eide interviewed Company personnel with responsibility for policyholder
service. I@uctlon with the underwriting and rating testing, Eide reviewed billing notice dates, and fees and

mtere for 50 policies issued or renewed during the examination period. For each renewed policy, the
wal letter was sent to the policyholder, as tracked in the Company’s database, was compared with
icy’s effective renewal date.

Transaction Testing Results:

Findings: None.
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Observations: Eide’s review of the 50 tested automobile policies issued or renewed during the
examination period showed that billing notices for renewal policies were mailed 60-65 days prior to the
policy expiration date.

Recommendations: None.

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

M.G.L. c. 175, § 187B.

Refer to the Underwriting and Rating Section Standards VI-16 and V1-25 for assessmeEts a@iings.

Standard V-3. All correspondence directed to the company is answer %}(imely and responsive
manner by the appropriate department.

Obijective: This Standard is concerned with whether the Company %imely and responsive information to
policyholders and claimants from the appropriate department. Q

Controls Assessment: The following key observationsQ d in conjunction with the review of this

Standard:
s The Company has a variety of ways inmi insured may contact them including calling an 800
phone number, submitting a claim do th the company or notifying the producer of the claim.
= Issues that require additional review*are handled separately from those that require standard responses. A
“standard” response includes when the*policyholder inquires about policy effective dates, status of their
%@aﬁon. Issues that could require additional review include when a
0

claim check, and other general
policyholder disputes the a f a claim payment after it has been adjusted, or has a formal
complaint about the Com s-actions related to any area from sales and underwriting, to processing a
claim.
= The Company’s ;@%ont&ct an insured within 24 hours of receiving their inquiry.
Controls Reliance: olStested via documentation inspection, procedure observation and/or corroborating
inquiry appear % iciently reliable to be considered in determining the extent of transaction testing

procedures. \

Transacti sting Procedure: Eide discussed correspondence procedures with Company personnel, and
reviewed“a I correspondence between policyholders and the Company, in conjunction with review of the
ungde g and rating, policyholder service and claims standards.

Transaction Testing Results:

Findings: None.
Observations: Based upon Eide’s review of general correspondence between policyholders and the

Company with regard to underwriting and rating, policyholder service and claims, it appears that
correspondence directed to the Company is answered in a timely and responsive manner by the
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appropriate department, in accordance with their policies and procedures. The complaint testing
performed also supports the timeliness of the Company’s responses to correspondence.

Recommendations: None.

Standard V-4. Claims history and loss information is provided to insured in timely manner.

Objective: This Standard is concerned with whether the Company provides claim history and los wtion to
the insured in a timely manner.

Controls Assessment: The following key observations were noted in conjunction wit@ review of this

Standard: Q

v’
= Theinsured’s loss history is readily accessible in the software used by %%&my.

= Claim examiners contact the insured the same day as receiving the@ t.

s Claims are normally settled and paid within 60 days of b Exceptions to this timeframe
typically only exist when there are questions regarding liabili substantial losses, (such as losing an
entire house or major medical issues), whose total cost cessarily known within 60 days of a
claim being filed.

s The Company provides claim history and paid |OS&Q

ion directly to policyholders upon request.

Controls Reliance: Controls tested via documentatien=ifispection, procedure observation and/or corroborating

inquiry appear to be sufficiently reliable to b red in determining the extent of transaction testing
procedures.

Transaction Testing Procedure: Eide discussed the Company’s policies and procedures for responding to
policyholder inquiries on claims histor aid loss information with Company personnel. Eide included
timely response testing in the Claims'Handling section as part of the transaction testing procedures.

Transaction Testing Results: %
Findings: Non Q

Observation%e noted no evidence of the Company being non-responsive to policyholder inquiries
througjg}v g of the underwriting and rating, claims handling, complaints and policyholder service
ar

stand e Company’s policies and procedures for responding to policyholder inquiries on claims
i nd paid loss information appear adequate and reasonable.

Re endations: None.
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Standard V-5. Whenever the company transfers the obligations of its contracts to another company
pursuant to an assumption reinsurance agreement, the company has gained the prior approval of the
insurance department and the company has sent the required notices to affected policyholders.

No work performed. The Company did not enter into assumption reinsurance agreements during the examination

period. &
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VI. UNDERWRITING AND RATING

Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s internal control
environment, policies and procedures, (b) the Company’s response to various information requests, and (c) a
review of several types of files at the Company.

Standard VI-1. The rates charged for the policy coverage are in accordance with filed rates (i a}op%)ble)
or the company rating plan.

M.G.L. ¢ 175, 8 193R.

9

Automobile: M.G.L. c. 175E, 88 4 and 7; M.G.L. c. 175, 8§ 113B and 150E; 21 643 56.00, 78.00, 86.00,
124.00, and 134.00.

Objective: This Standard is concerned that the rates charged by the Co ; filed and approved with the
Division. )

Pursuant to M.G.L. c. 175E, § 7 and 211 CMR 78.00, every ins %ﬂting organization authorized to file on
behalf of such insurer, shall file with the Commissioner ever @ its classifications, rules and rates, rating
plans and modifications of any of the foregoing, not less t s before the effective date thereof. Pursuant
to M.G.L. c. 175, § 113B, various discounts and surcharges tatutorily mandated. Pursuant to M.G.L. c. 175,
8 150E, automobile rate filings must include commission costs. Pursuant to M.G.L. c. 175, § 193R, affinity
group discounts based upon experience are permi rsuant to M.G.L. c. 175E, 8 4, rates shall be reduced for
any insured age sixty-five or older. Pursuant to 56.00, premium discounts are mandated for election of

ﬁ% .00 requires premium discounts for anti-theft devices. 211

optional repair shop endorsement plans. 21
CMR 124.00 mandates premium discounts-for.certain safety features and 211 CMR 134.00 requires each driver

to receive a step rating according to the Driver Insurance Plan, which requires corresponding discounts and
surcharges.

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

s The Compa Qen underwriting policies and procedures which are designed to reasonably assure
i ssification and rating.

s TheC ers affinity group discounts.
s Th Cg%yn recognizes and utilizes the Safe Driver Insurance Plan required by 211 CMR 134.00.
. T%ppany has set discounts for motor vehicle safety features and anti-theft devices consistent with
ry requirements.
% Company uses the rates set forth in the manual published by the Automobile Insurance Bureau of

Massachusetts (“AIB”) when underwriting automobile policies in Massachusetts.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide interviewed the Company’s underwriting personnel to gain understanding
of the underwriting process. Eide selected a sample of 50 automobile policies issued or renewed during the
examination period for testing of rates, classifications and premium discounts. Eide verified that each policy’s
premium discounts and surcharges for multiple coverages complied with statutory and regulatory requirements,
and had documentation to support the discounts and surcharges given. Eide also reviewed the underwriting file
to ensure that sufficient underwriting information was available at the time of the underwriting decision.

Transaction Testing Results: A{
Findings: None. \)

Observations: Eide believes from its review of available documentation of rates charges given
that the Company applies rates and surcharges according to statutory require and regulatory
information.

Recommendations: None. : @VJ

Standard VI1-2. Disclosures to insureds concerning rates and covel;@e_abcurate and timely.

M.G.L. c. 174A, 8 11; M.G.L. c. 175A, § 11. %

Automobile; M.G.L. c. 175E, 8§ 11 and 11A.

Objective: This Standard is concerned with whether,al. mandated disclosures for rates and coverages are timely
provided to insureds in accordance with statutu ations.

Pursuant to M.G.L. c. 174A, § 11 and Mc&é A, § 11, the insurer will furnish to the insured any requested
rate information in a timely manner. Putsuantto M.G.L. c. 175E, § 11, an information guide, which outlines
available coverage choices and give imation of cost differences among various types of coverage and
among competing carriers, shall ided upon application. Pursuant to M.G.L. c. 175E, § 11A, producers

shall disclose coverage options:i language to every person they solicit, including the option to exclude
oneself and members of one‘%

Id from personal injury protection coverage.
Controls Assessment; llowing key observations were noted in conjunction with the review of this
Standard:

s The C% has written policies and procedures for processing new and renewal business.

s |f rmation or forms are missing from new business or renewal applications, the Company sends a
the producer requesting the missing information, along with an updated listing of the

@r ation required to complete all applications.
e Company’s supervisory procedures are designed to ensure that new business submissions from
producers are accurate and complete, including use of all Company required forms and instructions.
= Company policy is to provide the information guide to policyholders upon policy issuance.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the underwriting
process, and reviewed the information guides utilized for new business.

Transaction Testing Results:

Findings: None.
Observations: Based upon Eide’s inquiries and examination of documents, the Company %to

provide required coverage disclosures to insureds upon initial application in accordance with statutory
guidelines. &)

Recommendations: None. Q

Standard VI-3. Company does not permit illegal rebating, commission cuttir;@”gycements.

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

Objective: This Standard is concerned with ensuring that the does not permit illegal rebating,
commission cutting or inducements; and that producer commissi to the commission schedule.
Qy producer thereof, cannot pay or allow, or

offer to pay or allow, any valuable consideration or inducement not specified in the policy or contract. Similarly,
under M.G.L. c. 176D, 8 3(8), it is an unfair metho
pay, allow or give as inducement any rebate of
inducement not specified in the contract.

Pursuant to M.G.L. c. 175, §§ 182, 183 and 184, the Com%

mpetition to knowingly permit or make any offer to
ny other benefits or any valuable consideration or

Controls Assessment: The following ke@aﬁons were noted in conjunction with the review of this

Standard: RV
» The producer contracts e’office policies and procedures are designed to comply with statutory
underwriting and rati ents that prohibit special inducements and rebates.

ication, the Company reviews it to determine that only appropriate discounts

= Upon submission
have been allowe

= The Compa s monthly audits of various producers’ underwriting and commission payment
procedures, re adherence with applicable laws.

Controls Relianc ontrols tested via documentation inspection, procedure observation and/or corroborating
inquiry to be sufficiently reliable to be considered in determining the extent of transaction testing
proce

%ctlon Testing Procedure: Eide reviewed new business materials including advertising, producer training
materials and manuals, for indications of rebating, commission cutting or inducements.

Transaction Testing Results:

Findings: None.
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Observations: Based on the results of Eide’s testing, it appears that the Company’s processes for
prohibiting illegal acts, including special inducements and rebates, are functioning in accordance with
Company policies and procedures, and statutory underwriting and rating requirements.

Recommendations: None.

Standard VI-4. Credits and deviations are consistently applied on a non-discriminatory basis.

M.G.L. c. 175, § 193R. \)
Automobile; M.G.L. c. 175E, § 4; M.G.L. c. 175A, § 5; 211 CMR 56.00, 86.00, 124.00 a@ 0.

Objective: This Standard is concerned with whether unfair discrimination is occ ring)in the application of

premium discounts and surcharges. q

M.G.L. c. 175A, § 5 states automobile rating will be determined by @3 ry, and will not be unfairly
discriminatory. Pursuant to M.G.L. c. 175E, 8 4, risks shall not be gro X or marital status, and shall not
be grouped by age except to produce the reduction in rates for insureds age sixty-five or older. Pursuant to
M.G.L. c. 175, § 193R, affinity group discounts based upon expeti permitted. 211 CMR 56.00 mandates
discounts for participating repair shops if the Company oﬁe% ed repair shop option. 211 CMR 86.00
mandates discounts for automobiles equipped with anti-the sms. Pursuant to 211 CMR 124.00, insurers
will provide discounts for automobiles equipped with, propér safety features. Pursuant to 211 CMR 134.00,

automobile insurers are required to use Safe Dri surance Plan ratings when applying discounts and
surcharges.

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

s The Company does not erred repair shop option to its automobile policyholders.

s The Company provi i nts for certain groups in Massachusetts approved by the Division. The
standard discount,i standard employer groups, and 8% for employer groups and alumni with a
favorable loss hi e Company also indicated that competitive force, such as two insurers pursuing

p, also may play a role in the discount offered.

written underwriting guidelines designed to assure reasonable consistency in the
f premium discounts and surcharges for all policies.

applic
. 'I@%ﬂy follows the rating and discounts outlined in the AIB manual to ensure compliance with

f ile policies.

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

= The Company has elected toffe ity group discounts, and files them annually with the Division.
is

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the underwriting
process. Eide selected a sample of 50 automobile policies issued or renewed during the examination period for
testing of rate classifications, premium discounts and surcharges. Seven of the 50 policies examined were
affinity group discount policies. Eide verified that all affinity discounts included in the examined policies were
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on the filed list maintained by the Division, and that each policy’s premium discounts and surcharges were
applied according to statutory and regulatory requirements.

Transaction Testing Results:

Findings: None.
Observations: It appears from Eide’s testing of 50 policies issued or renewed during the ex%;on

period that the Company calculates premium, premium discounts and surcharges for multiple coverages
in accordance with statutory and regulatory requirements. x)

Recommendations: None. Q

based on objective criteria with usage supported by appropriate documentatio

Standard VI-5. Schedule rating or individual risk premium modification%i Bwre permitted, are

M.G.L. c. 152, § 53A(9).

Objective: This Standard is concerned with the calculation of ri ium, and whether assigned class codes
are properly supported with adequate documentation. Q

Standard not tested. The Company does not write workefs’%ensation insurance.

combination of loss costs and expense mu d with the Department.

Standard VI-6. Verification of use of th@ﬁense multipliers; the company should be using a
ife

Objective: This Standard is concern
expense multipliers that are filed-wi

Standard not tested, the C@

ow risk premium is calculated, and whether the Company is using
ivision.

s not write workers’ compensation insurance.

\Standard VI-7. Verification of premium audit accuracy and the proper application of rating factors.

Objectivi h)kmdard is concerned with the accuracy of premium audits performed by the Company on
commercial policyholders. Specifically, it is concerned that the rates applied to payroll are appropriate for the
i % tances.

cli
Standard not tested, the Company does not write workers’ compensation insurance.
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Standard VI1-8. Verification of experience modification factors.

Objective: This standard is concerned that the Company applies appropriate experience modification discounts
to policies. Experience modification factors in Massachusetts are determined by the WCRIB.

Standard not tested. The Company does not write workers’ compensation insurance. &

Standard VI1-9. Verification of loss reporting.

Objective: This standard is concerned with whether the Company maintains adequ I()Qormation under
each workers’ compensation policy, and reports losses on unit statistical reports to t &l

Standard not tested. The Company does not write workers’ compensation insu%

Standard VI-10. Verification of company data provided in respon CCI call on deductibles.

Obijective: This standard is concerned with the Company’s @1 e with reporting deductibles to the NCCI,
which uses this information to identify trends in the insuraQ ry.

Standard not tested. The Company does not write wﬂ%gompensation insurance

Standard VI-11. The company underwritingsypractices are not unfairly discriminatory. The company
adheres to applicable statutes, rules and regtlations and company guidelines in the selection of risks.
M.G.L. ¢ 175, 88 162F and 193T. Z

Automobile; M.G.L. c. 175 2 5B, 113K, and 113N; M.G.L. c. 175E, § 4.

Objective: This Stan% cerned with whether unfair discrimination is occurring in the sale of insurance.

Pursuant to M.G § 22E, no insurance company, and no offlcer or producer thereof on its behalf, shall

abuse y

in |ver the age of 16 are entitled to receive automobile insurance. M.G.L. c¢. 175, 8 113N prohibits the
U% ysical examinations in the underwriting process. According to M.G.L. c. 175, § 162F, producers have
the right to use personal insurance information in obtaining coverage. M.G.L. c¢. 175, § 193T prohibits
discrimination based on blindness, mental retardation, or physical impairment unless verified by actuarial
support. Pursuant to M.G.L. c. 175E, § 4, risks shall not be grouped by sex, marital status or age, except to
produce the reduction in rates for any insured age sixty-five or older.

Controls Assessment: The following key observations were noted in conjunction with the review of this
Standard:
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s The Company’s written underwriting guidelines are designed to reasonably assure appropriate
acceptance and rejection of risks.

= Company policy prohibits unfair discrimination in underwriting in accordance with M.G.L. c. 175E, § 4
and c. 175, § 22E, and accepts any risk unless the consumer has outstanding balances due to insurers
over the previous year, or has a history of non-payment of premium over the past two years.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or coﬁ;ging
inquiry appear to be sufficiently reliable to be considered in determining the extent of transagti i
procedures.

Transaction Testing Procedure: Eide interviewed Company personnel with responmbﬂﬁ;.wN
process. Eide selected a sample of 50 policies covering all lines of business issu enewed during the
examination period for testing of any unfair discrimination in underwriting. Six o
lapsed for lack of payment of monthly premiums during the examination perlod
other 44 policies to ensure that similar risks were not handled differently. All

to others with similar circumstances to ensure consistent application of disc 6

tested policies were
ere compared to the
ted were also compared

Transaction Testing Results:

Findings: None. :%’

Observations: Based on the results of Eide’s te six policies lapsed during the examination
period, Eide noted no evidence that the Compaé’s underwriting practices are unfairly discriminatory.

Recommendations: None. 0

Standard VI-12. All forms and endorseﬁgﬁf rming a part of the contract are listed on the declaration
page and should be filed with the dep nt'of insurance (if applicable).

M.G.L. c. 175, §8 2B, 22A, and

Automobile: M.G.L.c. 1

Objective: This gtaiﬂ%s concerned with whether policy forms and endorsements are filed with the Division
for approval.

listed aration page and filed with the Division. M.G.L. c. 175, 8§ 22A and 113A states that such policy
for be filed with the Division for approval. Pursuant to M.G.L. c. 175, § 192, endorsements are part of
poli s and must be filed with the Division for approval prior to use.

M.G.L. c%r describes policy form language, and requires that all items forming a part of the contract be

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

s The Company uses standard industry forms and endorsements for automobile insurance that are
approved by the Division prior to use.
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Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the underwriting
process. Eide selected a sample of 50 policies issued or renewed during the examination period, to test for the
use of the standard policy forms and approved endorsements in compliance with statutory requiremeﬁ. The

standard forms used for each policy, along with all endorsements effective on the policy, were comp to the

forms approved by the Division.

Transaction Testing Results: \)
Findings: None. Q

Observations: Based on the results of Eide’s testing of 50 policies i % renewed during the
examination period, it appears that the Company is using the standar% y Br}ms and endorsements

approved by the Division, in compliance with statutory requirements.

Recommendations: None. 'QQ

Standard VI-13. Producers are properly licensed and appointe Mequired) in the jurisdiction where the
application was taken.

See the Producer Licensing Section Standards IV-@ -2.

Standard VI-14. Underwriting, rating lassification are based on adequate information developed at

or near inception of the coverage rath\?@n ear expiration, or following a claim.

Objective: This Standard i ncerned with whether underwriting, rating and classification are based on
adequate information dev near inception of the coverage, rather than near expiration or following a
claim.

%

Controls Assessme e following key observations were noted in conjunction with the review of this
Standard:

kmpany policies and procedures are designed to reasonably assure consistency in the
ication of underwriting guidelines, rating classifications, premium discounts and surcharges based
nformation developed at or near the inception of coverage.

ie Company relies on pre-inspection services, information from prior insurers and physical
documentation to provide information pertinent to assigning rates and discounts to automobile policies.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the underwriting
process, and selected a sample of 50 policies issued or renewed during the examination period to test whether
underwriting, rating and classification are based on adequate information developed at or near the inception of
the coverage. Discounts and surcharges given were traced to source documentation provided by producers. Eide
verified that the SDIP surcharges and discounts assigned to policies were assessed based on the insured driver,
and not on excluded drivers. In addition, Eide reviewed database information to ensure that adequate

information was available at the time of the Company’s underwriting decision.
Transaction Testing Results: »
Findings: None \)

Observations: Through examining available documentation of discounts and ses given, Eide
believes that the Company is properly applying discounts and surcharges.

Recommendations: None. : @VJ

Standard VI1-15. File documentation adequately supports decisionmw

Objective: This Standard is concerned with whether the Caﬁk&dequaw documentation to support its
I

underwriting decisions, including applications, support f ts applied and physical inspections when
required.

Controls Assessment: The following key obse@ere noted in conjunction with the review of this
Standard:

= Written Company policies and pracegduresrare designed to ensure that required information is obtained
and maintained by the Compan its producers.

s  The Company relies on pection services, information from prior insurers, and physical
documentation to providesi ion pertinent to assigning rates and discounts to automobile policies.

inquiry appear to be reliable to be considered in determining the extent of transaction testing

Controls Reliance: Con via documentation inspection, procedure observation and/or corroborating
i@‘tl
procedures.

process, and sele @50 policies issued or renewed during the examination period to test whether the Company

has adequ entation to support its underwriting decisions.
Transaction Testing Results:

Findings: None.

Transaction Te@cedure: Eide interviewed Company personnel with responsibility for the underwriting

Observations: Through examination of available documentation of discounts and surcharges given, Eide
believes that the Company is properly applying discounts.

Recommendations: None.
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Standard VI-16. Policies and endorsements are issued or renewed accurately, timely and completely.

Automobile; M.G.L. c. 175, § 113S; 211 CMR 50.00.

Objective: This Standard is concerned with whether the Company issues policies and endorsements wand
accurately.

Pursuant to M.G.L. c. 175, § 113S, pre-insurance inspection of vehicles is required for all but n Ng)es, and
the vehicles of existing customers who have been customers for at least three years. 211 C describes
the standards and procedures for conducting pre-insurance vehicle inspections, and the .@ s from such
requirements.

Controls Assessment: The following key observations were noted in conjuneti \QI}I the review of this
Standard:

= Company policy requires the use of the standard Massachusetts ms and endorsements which
are approved by the Division.

= The Company’s producers are required to use such f and endorsements as guidelines when
providing quotes to consumers at the time of application:

= Policyholders receive a renewal notice on which th request coverage changes 60-65 days prior to
their automobile policy renewal date.

= The Company has policies and procedures to ensure that pre-insurance inspections are done in
accordance to M.G.L. c. 175, § 113S.

inquiry appear to be sufficiently reliable nsidered in determining the extent of transaction testing

Controls Reliance: Controls tested via docu inspection, procedure observation and/or corroborating
b
procedures.

Transaction Testing Procedure: Eidesinterviewed Company personnel with responsibility for the underwriting
process, and selected a sample icies issued or renewed during the examination period to test whether

new and renewal policies, i ing~endorsements, were issued timely and accurately. The date renewal letters
were sent was compared t renewal effective date.

Transaction Testing Ré})lt ;

Findi%: :
Q;%vati s: Based on the results of Eide’s testing, it appears that the Company issues new and

g policies, including endorsements, timely and accurately.
d

@ ations: None.

Standard VI-17. Audits when required are conducted accurately and timely.

Objective: This Standard is concerned that premium audits be performed correctly and timely when required.

48




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

= The Company continuously performs premium audits to ensure that it applies appropriate rates and
codes to policies.

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

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility I:‘%ﬂf%&:{writing

process.
Transaction Testing Results: C\
Findings: None. %Q)\)
Observations: Based on the results of Eide’s testing, it appear: e Company performs premium
audits in a manner consistent with statutory and regulatory req@( , and appears to follow up on the

audit findings within a reasonable period of time. %
Recommendations: None. Q

Standard VI1-18. Company verifies that VIN nm%submitted with application is valid and that the

correct symbol is utilized. 0

Automobile: 211 CMR 94.08.

Objective: This Standard is concerphed*with whether the Company verifies that the Vehicle Identification
Number (“VIN) submitted with ication is valid and accurate.

211 CMR 94.08 requires Q -insurance inspections of vehicles verify the VIN.

Controls Assessment:
Standard:

llowing key observations were noted in conjunction with the review of this

policies and procedures require that pre-insurance inspections of vehicles verify the VIN as

. -I%%&r is responsible for obtaining the VIN when the application is completed.
0
quired

by 211 CMR 94.08.

;i Company sends batches of VIN numbers to the Massachusetts Registry of Motor Vehicles (“RMV”)
website to check their validity, as prescribed by the AIB manual.

= The Company manually breaks down a VIN according to the AIB manual when it cannot be found on
the RMV website.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the underwriting
process for capturing the VIN information. Eide also performed walkthroughs of transactions to gain
understanding of the Company’s process for entering VINs into the RMV website, and how information related
to that VIN is gathered. Eide selected a sample of 50 automobile policies issued or renewed during the
examination period, and examined evidence of the VIN batches for these policies being sent to and returned

from the RMV website.
Transaction Testing Results: &
Findings: None. \)

Observations: Based on the results of Eide’s testing, it appears that the Company s VIN numbers
in a manner consistent with statutory and regulatory requirements

Recommendations: None. : @VJ

Standard VI1-19. The company does not engage in collusive or anthe underwriting practices.

M.G.L. c. 176D, §§ 3(4) and 3A.

Objective: This Standard is concerned with whether, the*Company has engaged in any collusive or anti-
competitive underwriting practices. . ;\_

unfair or deceptive act or practice in the busj urance to enter into any agreement, or to commit any act
of boycott, coercion or intimidation resulting:in, or tending to result in, unreasonable restraint of, or monopoly
in, the business of insurance.

Pursuant to both M.G.L. c. 176D, § 3(4) and @1 6D, 8 3A, it is an unfair method of competition and an

Controls Assessment: The followi observations were noted in conjunction with the review of this

outstanding ue to insurers over the previous year, or has a history of non-payment of
automobile i ce over the past two years.

Standard:
= Company pol ﬁply with statutory requirements to accept any risk, unless the consumer has

i
u

epger automobile insurers. As such, anti-trust pricing concerns are minimal for private passenger

omobile policies.

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

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the underwriting
process, and selected a sample of 50 policies issued or renewed during the examination period to test whether
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underwriting practices appeared collusive or anti-competitive. All available documentation in each policy file
was examined.

Transaction Testing Results:

Findings: None.

Observations: Based on the results of testing, Eide noted no instances where the any’s
underwriting policies and practices appeared collusive or anti-competitive. \)

Recommendations: None.

Standard VI-20. The company underwriting practices are not unfairly discriminatory. The company
adheres to applicable statutes, rules and regulations in application of mass m@w})lans.

M.G.L. c. 175, § 193R.

Obijective: This Standard is concerned that the Company’s underwriti ggactices are not unfairly discriminatory
and are in compliance with applicable statutes, rules and regulations:

employer, or to members of a trade union, association, or ization and to which the employer, trade union,
association or organization has agreed to or in any way affiliated itself with, assisted, encouraged or participated
in the sale of such insurance to its employees or.m ers through a payroll deduction plan or otherwise, is a
mass merchandising or group marketing syste ch practices must be in compliance with applicable

Pursuant to M.G.L. c. 175, § 193R, any design or plan% insurance is afforded to employees of an
organ

statutes and regulations, and not be unfairl;&{e
Controls Assessment: The following observations were noted in conjunction with the review of this

Standard:
m  Written Company rwriting guidelines are designed to assure reasonable consistency in the

application of premi counts and surcharges, and underwriting practices that are not unfairly
discriminatory

s The Comp vides the same discount of between 2-15% to each member of any given affinity

unts available to affinity groups are filed with and approved by the Division.

e: Controls tested via documentation inspection, procedure observation and/or corroborating
inqui to be sufficiently reliable to be considered in determining the extent of transaction testing

Transaction Testing Procedure: Eide interviewed Company personnel with responsibility for the marketing and
underwriting processes, and selected a sample of 50 policies issued or renewed during the examination period to
test premium discounts.
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Transaction Testing Results:

Findings: None.

Observations: Based on the results of Eide’s testing of 50 policies issued or renewed during the
examination period, it appears that each of the premium discounts was properly applied in a manner that

was not unfairly discriminatory.
Recommendations: None. »

\Y

Standard VI-21. All group personal lines property and casualty policies and progr@et minimum

requirements. I

M.G.L.c. 175, § 193R.

Objective: This standard is concerned with whether all group policies :minimum requirements, and
whether the group exists for more than the sole purpose of receiving gr ate

individual market. Further, individual certificate holders in cannot be canceled except for fraud or
non-payment, and insurers must maintain 3 years of group)%
e

Controls Assessment: The following key observaﬁ@r noted in conjunction with the review of this

Pursuant to M.G.L. c. 175, § 193R, group rates are allowed b be higher than the same rate in the
e
h

Standard:

e The Company has an approved group-listi at is updated annually.

e The Company has procedures in place, to ensure that groups have been formed for more than the sole
purpose of receiving group rates:

Controls Reliance: Controls tes ocumentation inspection, procedure observation and/or corroborating
inquiry appear to be suffici@( iable to be considered in determining the extent of transaction testing

procedures. 9

Transaction Testing: ure: Eide interviewed Company personnel with responsibility for the underwriting
process. Eide al ted 50 policies issued or renewed during the examination period to test whether group
policies are properly approved, with rates not higher than in the individual market. Since none of the 50

originally selecte icies included a group policy, Eide selected an additional five group policies to specifically
test whe policies complied with M.G.L. c. 175, 8 193R. Eide ensured that the approved group listing
was and accurate, and traced each group policy to the list of approved groups maintained by the

Divisi de also verified that the rate structures were identical for both the individual and group policies
befofe any discounts were applied, thus ensuring that the base rates were non-discriminatory.




Transaction Testing Results:

Findings: None.
Observations: The results of Eide’s testing of five group policies issued or renewed during the

examination period with discounts applied, appeared to show that the Company’s group underwriting
practices comply with statutory and regulatory requirements.

Recommendations: None. \) )

Standard VI1-22. Rejections and declinations are not unfairly discriminatory.

M.G.L. c. 175, § 193T. Ca
~’

Automobile: M.G.L.c. 175, 88 22E and 113D.

Objective: This Standard is concerned with the fairness of application Qand declinations.

M.G.L. c. 175, § 193T prohibits discrimination based on blind %ﬁal retardation or physical impairment,

unless verified by actuarial support. Pursuant to M.G.L. c. 17548 22k, fio insurance company or producer thereof

in its behalf, shall refuse to issue, renew or execute as 3% tor vehicle liability policy or bond, or any
I

other insurance based on the ownership or operation of a or vehicle because of age, sex, race, occupation,
marital status, or principal place of garaging of the yehicle. In addition, M.G.L. c. 175, § 113D states that any

person aggrieved by the refusal of any company IE producer thereof to issue such a policy, may file a written
Controls Assessment: See Standard VI - 17.

complaint with the Commissioner within ten d
Controls Reliance: See Standard VI 1%’
Transaction Testing Proceduy%{ ndard VI - 17.
Transaction Testing Resu@ tandard VI - 17.

Recommendations: “See‘Standard VI — 17.

Q

Standar -23. Cancellation/Non-renewal and declination notices comply with policy provisions and
state L@ mpany guidelines.
6175, 88 187C and 193R.

Automobile; M.G.L. c. 175, 88 22C, 113A and 113F.

Objective: This standard is concerned that adequate notice to policyholders is provided prior to policy
cancellations and non-renewals, and that policy declinations state the reasons for such declinations.
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Pursuant to M.G.L. c. 175, § 22C, cancellation of automobile policies can only occur due to nonpayment, fraud,
driver suspension or failure to comply with renewal requirements, after a 30 day notice. Pursuant to M.G.L. c.
175, 8 113A, no cancellation of the policy shall be valid unless written notice of the specific reasons for such
cancellation is given at least 20 days prior to the effective date thereof, which date shall be set forth in the notice.
M.G.L. c. 175, 8 113F states that any Company which does not intend to issue, extend or renew a motor vehicle
liability policy shall give written notice to the insured (or producer in certain circumstances) of its intent 45 days

prior to the termination effective date. Such notice must also be sent to the RMV. Every insurance producer or
broker receiving such notice from a company shall, within 15 days of its receipt, send a copy of suc ice to
the insured, unless, prior to such notice being issued, another insurer has issued a motor vehicle policy covering
that insured’s vehicles. Pursuant to M.G.L. c. 175, § 187C, any Company shall effect cancell E&)?erving
written notice thereof as provided by the policy, and by paying the full return premium du JC. 175, 8
193R allows cancellation of an individual certificate holder within a group policy only fraud or non-
payment.

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

= Past due notices on automobile policies are sent 11 days after ium due date. Cancellation
notices are sent 34 days after the premium due date, with pol ation effective 48 days after the
due date.

= Reminder notices are not sent prior to the notice of cancella

inquiry appear to be sufficiently reliable to be considered&in determining the extent of transaction testing

Controls Reliance: Controls tested via documentation i rocedure observation and/or corroborating
procedures.

Transaction Testing Procedure: Eide intervie any personnel with responsibility for the underwriting
process. Eide selected a sample of 50 polici or renewed during the examination period for underwriting
testing. Six of the 50 policies were cancé&g icies. These six policies were examined to ensure that the
reasons for cancellation, and the prior notice of cancellation, complied with statutory requirements. The reason
for each policy’s cancellation or no al' was compared to the Company’s underwriting cancellation policy
guidelines. Eide verified that the on form used was the standard approved form, and that the date of the
cancellation letter, when com d

e cancellation effective date, showed that timely notice was given within
statutory guidelines.
Transaction Testing %MD

Finding :
rvations: The Company appears to utilize standard approved forms for all cancellation notices and

Q with statutory guidelines for timely notification to insureds.
R@m ations: None.
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Standard VI1-24. Cancellation/Non-renewal notices comply with policy provisions and state laws,
including the amount of advance notice provided to the insured and other parties to the contract.

M.G.L. c. 175, 88 187C, 193P and 193R.

Automobile; M.G.L. c. 175, 8§ 22C, 113A and 113F.

Refer to Standard VI-23 for control assessments, testing procedures and testing results. \)

Standard VI1-25. Unearned premiums are correctly calculated and returned to apMﬂate party in a
timely manner and in accordance with applicable statutes, rules and regulationQ%‘

M.G.L. c. 175, 8§ 187B and 187C.

Objective: This Standard is concerned with properly calculating and Qurning unearned premium when
policies are cancelled.

Pursuant to M.G.L. c. 175, § 187B, a company is required to:refund-the proper amount of unearned premium
upon policy termination. Under M.G.L. c. 175, § 187C, a pany’canceling a policy of insurance must tender
the full return premium due, without deductions, at the time cancellation notice is served on the insured.

Controls Assessment: The following key obse@' were noted in conjunction with the review of this

Standard: \r
= Company policy requires that pren@ nds on cancellations be calculated properly and paid timely.

= Upon receipt of cancellation evi he Company issues a cancellation memorandum noting the date
of cancellation and the amount.of ‘return premium due.

Controls Reliance: Controls ed ia documentation inspection, procedure observation and/or corroborating
inquiry appear to be su@ reliable to be considered in determining the extent of transaction testing

procedures.

Transaction Testi
process. Eide “sel

ure: Eide interviewed Company personnel with responsibility for the underwriting
ed a sample of 50 policies from all lines of business issued or renewed during the
examination. per r underwriting and rating testing. Six of the 50 selected policies were cancelled policies.
The reas@_;ancellation of each of the six policies was reviewed to ensure that it was within statutory
guide

&ctlon Testing Results:

Findings: None.

Observations: Based on the results of Eide’s testing of cancellations during the examination period,
cancellations do not appear to be made in violation of statutory requirements.

Recommendations: None.
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Standard VI1-26. Rescissions are not made for non-material misrepresentation.

M.G.L. c. 175, § 187D.

Automobile: M.G.L. c. 175, § 22C.

Objective: This Standard is concerned with whether decisions to rescind and to cancel coverage&%ade

appropriately. y
M.G.L. c. 175, § 22C states that a motor vehicle policy shall not be cancelled by any ¢ cept for
nonpayment of premium, the failure to complete the application, fraud or material mi ation in the
application. The statute allows cancellation when the operator's license, or motor vehicle, registration of the
named insured, or of any other person who resides in the same household as the nam ured and who usually
operates a motor vehicle insured under the policy, has been under suspension or’revocation during the policy
period, or if the insured refuses to comply with a request for inspection of his#ehi€le by the insurer. M.G.L. c.
175, § 187D also allows the cancellation of the policy for nonpayment of pr %

Controls Assessment: The following key observations were notedQ ction with the review of this
Standard:

= Company policy requires compliance with underwriting guidelines in accordance with M.G.L. c. 175, 8§
22C and 187D.

= Written Company underwriting guidelines are és&to reasonably assure appropriate acceptance and

rejection of risks.

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

Transaction Testing Procedure: Eide:interviewed Company personnel with responsibility for the underwriting

process. Eide selected a samp policies from all lines of business issued or renewed during the
examination period for unde ing-and rating testing. Six of the 50 selected policies were cancelled policies.
The reason for cancellat@ of the six policies was reviewed to ensure that it was within statutory

guidelines.
Transaction Testing %}g:
Findin e.

ervations: Based on the results of Eide’s testing of cancellations during the examination period,
lations do not appear to be made in violation of statutory requirements.

R&nendaﬁons: None.

O
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Standard VI1-27. All policies are correctly coded.

Objective: This Standard is concerned with the accuracy of statistical coding.

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

Standard: :
= The Company has written underwriting policies and procedures that are designed to assure reasonable
consistency in classification and rating.

reported by the producer is correct and current.
= The Company has a process for correcting data errors and making any change@

Controls Reliance: Controls tested via documentation inspection, procedure %ﬁf%and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determinin nt of transaction testing

procedures. 6

Transaction Testing Procedure: Eide interviewed Company personnel*with responsibility for the underwriting
process, to determine whether there are sufficient controls to rate and timely completion of statistical
reports. Eide randomly sampled 50 policies testing accuracy, f completion and inclusion in statistical
reports.

Transaction Testing Results: L
Findings: None. 0 E

Observations:  Through testing %d on the selected policies, the Company’s statistical coding
appears accurate.

Recommendations: None. @Z

<¢Q
@%\

= The Company’s policies and procedures require that Company personnel conf':i he coding

ens
timeline
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VIl.  CLAIMS

Evaluation of the Standards in this business area is based on (a) an assessment of the Company’s internal control
environment, policies and procedures (b) the Company’s response to various information requests, and (c) a
review of several types of files at the Company.

Standard VI1I-1. The initial contact by the company with the claimant is within the required time%

M.G.L. c. 176D, § 3(9)(b).

Objective: This Standard is concerned with the timeliness of the Company’s initial confact@ﬂe claimant.

Pursuant to M.G.L. c. 176D, 8 3(9)(b), unfair claim settlement practices include fai re@)acknowledge and act
reasonably promptly upon communications with respect to claims arising unde nce policies.

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

= The Company has written policies and procedures governin im handling process.

» The Company primarily uses insurance adjusters that-are Company employees, but will use independent
adjusters as demand or territorial convenience dict

» Claims are typically received through producers.yvia telephone calls, during which ACORD claim forms
are filled out.

= All claim notifications and related corres mq are recorded on a mainframe based automated claims
management system.

= Reserves, which are probable amod&;’)\eavable resulting from a claim, are only recorded if the physical
damage will not be resolved within ninety days of the claim filing. Reserves are recorded for bodily

injury if the claim cannot be ithin thirty days.
= The Company monitors d adjusts them as new information becomes available.

= The Company follo AR!s policy of requiring response to all physical damage claims within two
business days of Q loss report. Appraisers are dispatched to adjudicate all physical damage
lows

claims.

s The Comp CAR’s policy of contacting all injured persons, or their legal representatives,
within days of receiving a claim.

m The C follows CAR’s policy of contacting an uninjured person, or their legal representative,
wi three-business days of receiving a claim.

" claims management personnel can access the claims system to monitor open claims.
gement reviews the claims process at three different levels.
Q Premier unit managers perform a self review of their claims process.
o0 Interoffice inspections are performed on the claim departments of the various office locations of the
Company.
0 Their parent company, TIC, performs an annual review on Premier’s claim handling processes.
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Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.

Transaction Testing Procedure: Eide interviewed Company personnel to understand the claim handling
processes, and obtained documentation supporting such processes. Eide selected a total sample of 75 claims
paid or closed without payment during the examination period, to test the timeliness of the Company’z initial

contact with claimants. Eide verified the date each selected claim was first reported to the Company, noted
whether the Company’s initial response was made in a timely manner according to applicable, statutes;and
Company procedures. \)

Transaction Testing Results: Q

Findings: None. C

i‘éstigated according to
esporidence were timely. Based
pracesses for providing timely
their policies and procedures,

Observations: Eide noted that each of the 75 tested claims was reporte
the Company’s policies and procedures, and that responses to claims co
upon the results of Eide’s testing, it appears that the Comp
responses to claims correspondence are functioning in accor

and are reasonably timely.
Recommendations: None. Q%

Standard VI1I-2. Timely investigations are conducted.

M.G.L. c. 176D, § 3(9)(c).

i (th%\ﬁeliness of the Company’s claim investigations.

Pursuant to M.G.L. c. 176D, § 3 ir claims settlement practices include failure to adopt and implement
reasonable standards for the premp tigation of claims.

Controls Assessment: Re dard VII-1.

Controls Reliance: rols tested via documentation inspection, procedure observation and/or corroborating
inquiry appear\v ficiently reliable to be considered in determining the extent of transaction testing

Objective: The Standard is concerned

procedures.

Transaeti ng Procedure: Eide interviewed Company personnel with responsibility for claim handling
pro e%n( obtained documentation supporting such processes. Eide selected a total sample of 75 claims paid

| ithout payment during the examination period, to evaluate the Company’s compliance with its claims
handling policies and procedures. Eide verified the date that each selected claim was reported to the Company,
and noted whether its investigation was conducted in a reasonable and timely manner.

Transaction Testing Results:

Findings: None.
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Observations: Eide noted that in each of the 75 claims tested, the Company’s processes for reporting
and investigating claims are functioning in accordance with their policies and procedures, and are
reasonable and timely.

Recommendations: None.

Standard VI11-3. Claims are resolved in a timely manner.

M.G.L. c. 176D, § 3(9)(f); M.G.L. c. 175, §§ 28 and 112. \)

Automobile: M.G.L. c. 175, 8§ 1130 and 191A; 211 CMR 123.00.

Obijective: The Standard is concerned with the timeliness of the Company’s claimse Ier@ms.

Pursuant to M.G.L. c. 176D, § 3(9)(f), unfair claim settlement practices inc %’\ to effectuate prompt, fair
and equitable settlement of claims in which liability has become reason % r. In addition, if an insurer
makes a practice of unduly engaging in litigation, or of unreasonabl (and“un airly delaying the adjustment or
payment of legally valid claims, M.G.L. c. 175, § 28 authorizes t ommissioner to make a special report of

other policy insuring against liability for loss or damag account of bodily injury, death, or damage to
property, shall become absolute whenever the loss or e for which the insured is responsible occurs, and the
satisfaction by the insured of a final judgment fo% 0ss or damage shall not be a condition precedent to the

such findings to the General Court.
M.G.L. c. 175, 8 112 states that the liability of any compa@ motor vehicle liability policy, or under any
e

right or duty of the company to make payment on nt'of said loss or damage.

M.G.L. c. 175, § 1130 states that payment% ds under theft or comprehensive coverage shall not be made
until a claim form has been received from.the insured, stating that the repair work described in an appraisal made
pursuant to regulations promulgated ’%:mtomobile damage appraiser licensing board has been completed.
Insurers are required to make s ts within seven days of receiving the claim form. However, direct
payments to insureds without a:cl m may be made in accordance with a plan filed with and approved by
the Commissioner. Any su@, iled with the Commissioner must meet stated standards with regard to
procedures for selecting %- repair shops, vehicle inspection, insurer guarantees of the quality and
workmanship on rep prohibitions on discrimination in selection of vehicles for inspection. 211 CMR

123.00 sets forth proceddres for the Commissioner’s approval of, and minimum requirements for, direct payment
and referral rer}ﬁx1
, 8

ns.
M.G.L. c. A prescribes information that must be included in a motor vehicle policy. The policy shall
specify event of a loss, the insured must give notice to the Company as soon as is practical. In the
event , the insured must give notice to the police and, within sixty days after proof of loss is filed, the
all pay the amount of loss provided in the policy.

cg%
Controls Assessment: Refer to Standard VII-1.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide interviewed Company claims personnel to understand its claims handling
processes, and obtained documentation supporting such processes. Eide selected a total sample of 75 claims paid
or closed without payment during the examination period, to evaluate the Company’s compliance with its claim
handling policies and procedures. Eide verified the date each selected claim was reported, and whether it was
timely and reasonably resolved by the Company.

Transaction Testing Results:
Findings: None. &
Observations: Eide noted that each tested claim was timely handled according Mpany’s

policies and procedures. Based upon the results of Eide’s testing, it appears /that, the Company’s
processes for timely resolving claims are functioning in accordance with their po nd procedures,

as well as statutory and regulatory requirements.

Recommendations: None. : @VJ

Standard V1I-4. The company responds to claim correspondence ip@ﬂy’manner.

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

Objective:  The Standard is concerned with the 'megess of the Company’s response to all claim

correspondence.
ettlement practices include failure to act reasonably
alms arising under insurance policies. M.G.L. c¢. 176D, §
verage of claims within a reasonable time after proof of loss
actice.

Pursuant to M.G.L. c. 176D, 8§ 3(9)(b), unfair
promptly upon communications with respe
3(9)(e) considers failure to affirm or de
statements have been completed an unfai

ade

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

= Company policy @ nd to claim questions in a timely manner, usually within seven days.
s Company policy;i vestigate and resolve all claims according to Company performance standards.
= Managementteviews the claim process at three different levels

0 ““Premier unit managers perform a self review of their claims process.

Interoffice inspections are performed on the claim departments of the various office locations of
‘%ﬁe Company.

0 Their parent company, TIC, performs an annual review on the Premier’s s claim handling
processes.

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

Transaction Testing Procedure: Eide interviewed Company personnel to understand its claim handling
processes, and obtained documentation supporting such processes. Eide selected a total sample of 75 claims paid
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or closed without payment during the examination period, to evaluate the Company’s compliance with its claim
handling policies and procedures. Eide verified the date each selected claim was reported to the Company, and
noted whether it timely responded to claim correspondence.

Transaction Testing Results:

Company’s policies and procedures, and responses to claims correspondence were timely. ‘Based upon
the results of Eide’s testing, it appears that the Company’s processes for providing ti onses to
claims correspondence are functioning in accordance with their policies and es, and are
reasonably timely. @

Recommendations: None. Q%\\)

Findings: None.
Observations: Eide noted that all of the 75 claims tested were reported and investigated ac@&the

Standard VI1I-5. Claim files are adequately documented.

Objective: The Standard is concerned with the adequacy of info ion maintained in the Company’s claim
records related to claim decisions.

Controls Assessment: The following key observatio s&noted in conjunction with the review of this

Standard:
es require that key information be completed, signed,
0 ited to:

= The Company’s written claim processi
and maintained in the file, includin

o Notice of loss with relevant accident date, accident description, and names of involved parties.
o Relevant reports from in es%ﬁgg police authorities.
o Applicable medical repo other investigative correspondence.
o Other pertinent wri munication.
o All legal corr .
o Documen corded telephone communication.
= Claim activi logged and documented in chronological order.
= Claim luations, adjustments and assessments are documented.
= Source correspondence and investigative reports are maintained.
. ent reviews the claims process at three different levels:

@ emier unit managers perform a self review of their claims process.
Interoffice inspections are performed on the claim departments of the various office locations of the
Company.
0 Their parent company, TIC, performs an annual review on Premier’s claim handling processes.

Controls Reliance: Controls tested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be considered in determining the extent of transaction testing
procedures.
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Transaction Testing Procedure: Eide interviewed Company claim personnel to understand their claim handling
processes, and obtained documentation supporting such processes. Eide selected a total sample of 75 claims paid
or closed without payment during the examination period, to evaluate the Company’s compliance with its claim
handling policies and procedures. Eide reviewed the file for each selected claim, and noted whether its
documentation was adequate.

Transaction Testing Results:
Findings: None. A{
Observations: Eide noted that claims were reported and investigated according L@%pany’s
polices and procedures, and that claim file documentation was adequate. Q
Recommendations: None. C\

Standard VII-6. Claims are properly handled in accordance with iey=provisions and applicable
statutes, rules and regulations. 6

Automobile; M.G.L. c. 175, 8§ 113J and 1130; 211 CMR 7

M.G.L. c. 176D, §§ 3(9)(d) and 3(9)(f); M.G.L. c. 175, §§ 221, 24 112, 112C and 193K.
33.00.

Objective: The Standard is concerned with whethe ’aalm settlement amounts are paid to appropriate
claimants/payees.

conducting a reasonable investigation bas avallable information. Moreover, M.G.L. c. 176D, § 3(9)(f)

Pursuant to M.G.L. c. 176D, § 3(9)(d), un ettlement practices include refusal to pay claims without
considers failure to effectuate prompt, %»anﬁ'equnable settlement of claims in which liability has become

reasonably clear an unfair trade practice

M.G.L. c. 175, § 22l allows
must also comply with M.G.

o retain unpaid premium due from claim settlements. Claim payments
, 8 24D to intercept non-recurring payments for past due child support.
Medical reports must be to injured persons or their attorney pursuant to M.G.L. c. 175, 88 111F and
113J. In addition, M.G/L, , 8 112C requires companies to reveal to an injured party making a claim against
an insured, the am he limits of said insured’s liability coverage upon receiving a written request..

M.G.L. c. 175%@ states that liability of any company under a motor vehicle liability policy, or under any
other poligys.insuring against liability for loss or damage on account of bodily injury, death, or damage to
proper %&come absolute whenever the loss or damage for which the insured is responsible occurs, and the
satisfb the insured of a final judgment for such loss or damage, shall not be a condition precedent to the
right.orduty of the company to make payment on account of said loss or damage.

M.G.L. c. 175, 8 1130 prohibits payments by an insurer for theft coverage until the insured has received notice
from the appropriate police authority that the insured’s statement has been properly filed. Companies are
required to report the theft or misappropriation of a motor vehicle to a central organization engaged in motor
vehicle loss prevention. 211 CMR 75.00 designates the NICB as the central organization to be used for this
purpose.
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M.G.L. c. 175, § 193K prohibits discrimination by companies in the reimbursement of proper expenses paid to
certain professions and occupations, such as physicians or chiropractors, licensed in Massachusetts pursuant to
M.G.L. c. 112.

211 CMR 133.00 sets forth uniform standards for repair of damaged motor vehicles when an insurer pays the
cost of repairs. The regulation addresses how damage and repair costs are determined, requires that like kind
repair parts be used, and sets forth methods for determining vehicle values. It further allows vehicles deemed a
total loss to be repaired subject to certain requirements and limits. Lastly, the regulation requires an.insurer to
have licensed appraisers conduct “intensified” appraisals for at least 25% of all damaged vehicles for which-the
damage is less than $1,000, and for 75% of all damaged vehicles for which the appraised cost '&?x more
than $4,000 for collision, limited collision, and comprehensive claims. The “intensifie aisal is to
determine if the repairs were made in accordance with the initial appraisal and any supplem% raisals.
h

e review of this

Controls Assessment: The following key observations were noted in conjunctio@it
Standard: \)

= The Company has written policies and procedures governing the claim g process.
= The Company primarily uses insurance adjusters that are Compan ees, but will use independent

adjusters as demand or territorial convenience dictates.

= Claims are typically received through the agents via teleph%% during which ACORD claim forms
are filled out.

= All claim notifications and related correspondence corgled on a mainframe based automated claims

management system.

= Reserves, which are probable amounts payable resulting from a claim, are only recorded if the physical
damage will not be resolved within ninet the claim filing. Reserves are recorded for bodily
y

injury if the claim cannot be settled withi S.
s The Company monitors reserves and m as new information becomes available.
= Company claims management per I can access the claims system to monitor open claims.

S at three different levels:
rm.a self review of their claims process.
rformed on the claim departments of the various office locations of the

o0 Interoffice inspections
Company.
o0 The Compan ent, TIC, performs an annual review on Premier’s claim handling processes.

cedures to comply with requirements in M.G.L. c. 175, 88 111F and 112C to
orts, and/or the amount of the insured’s policy limits, upon receiving requests for
from a claimant or their attorney.

s The Com has procedures to comply with requirements in M.G.L. ¢. 175, 8 24D, to intercept non-
r ing payments for past due child support for certain defined claim payments.
mpany’s policy prohibits discrimination in the reimbursement of proper expenses paid to certain
essions and occupations, as required by M.G.L. c. 175, § 193K.

= Management reviews the clai
O Premier unit managers p

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

Transaction Testing Procedure: Eide interviewed Company personnel to understand its claim handling
processes, and obtained documentation supporting such processes. Eide selected a total sample of 75 claims paid
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or closed without payment during the examination period, to evaluate the Company’s compliance with its claim
handling policies and procedures. The initial sample revealed only one denied claim, so Eide pulled an additional
five denied claims to search for unfair claim practices. Eide verified whether each selected claim was handled in
accordance with applicable policy provisions, statutory and regulatory requirements.

Transaction Testing Results:

Findings: The Company did not report one automobile theft claim to the NICB within t ys as
required by Massachusetts’ law. The Company has given assurances that it has instituted @u to

ensure the timely submission of theft claims to the NICB system.

according to the Company’s policies and procedures, and responses to claims spondence were
timely. Eide believes the noted exception to be an isolated incident when compared to the timely
handling of the remaining tested claims. Based upon the results of Eide’s: testing, it appears that the
Company’s processes for providing timely responses to claim cocs ce are functioning in

Observations: Eide noted that all but one of the 80 tested claims were repo"i investigated
O

accordance with their policies and procedures, and are reasonably time

Recommendations: None. Qr

Standard VI1I-7. The company uses the reservation of righlxar%\e&pess of loss letters, where appropriate.

Objective: The Standard is concerned with the Com us;of reservation of rights letters, and its procedures
for notifying an insured when the amount of loss will.exceed policy limits.

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

= The Company has written p 'cie%?ﬂ procedures governing the claims handling process.
s Company policy is to ha ims in accordance with policy provisions and state law.

m Each claim represe e dles claims up to a fixed dollar amount that is tied to their level of
experience. All cI!'II ding this dollar limit require additional approval to be settled.

= The Company use ervation of rights and excess of loss letters when warranted.

= Manageme iews the claims process at three different levels.
o Pre it managers perform a self review of their claims process.
o Interoffice inspections are performed on the claim departments of the various office locations of the

Company’s parent, TIC, performs an annual review on Premier’s claim handling processes.

T)&%lction Testing Procedure: Eide interviewed Company personnel to understand its claims handling
proce?ées, and obtained documentation supporting such processes. Eide selected a total sample of 75 claims
paid or closed without payment during the examination period, to evaluate the Company’s compliance with its
claim handling policies and procedures. Eide noted during testing that there was only one denied claim in the
sample and, although it included a reservation of rights letter, Eide felt it necessary to pull five additional denials
to further test proper denial procedures. Eide reviewed the six files for each selected claim denial, and noted
whether the Company sent reservation of rights letters. Eide reviewed the other 74 files in the initial sample for
excess of loss letters when warranted.
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Transaction Testing Results:

Findings: None.

Observations: None of the 74 tested claims closed without payment warranted an excess of loss letter.
Each of the six denied claims included a reservation of rights letter. &

Recommendations: None. \)

Standard V11-8. Deductible reimbursement to insureds upon subrogation recovery is ma \m,a timely and
accurate manner.

~
Objective: The Standard is concerned with the Company’s timely refund %J)ibles from subrogation
proceeds. %

Controls Assessment: The following key observations were noted@ction with the review of this

Standard:
= All claims with subrogation potential are handled in th%p:y’s centralized subrogation department.
t

= Company policy is to resolve all subrogated claim y manner.

= When liability or coverage issues are undisputed “with another carrier, the Company waives the
deductible to its insured.

= Management reviews the claims process ifferent levels:
o0 Premier unit managers perform ew of their claims process.
o0 Interoffice inspections are‘performed on the claim departments of the various office locations of

the Company.
0 The Company’s par C, performs an annual review on Premier’s claim handling processes.

Controls Reliance: Controlstested via documentation inspection, procedure observation and/or corroborating
inquiry appear to be sufficiently‘celiable.

Transaction Testing e
processes, and obtai umentation supporting such processes. Eide selected a total sample of 75 claims paid

Findings: None.

Observations: Eide observed that subrogation recoveries for all applicable paid claims selected for
testing were timely and accurate, and were properly supported according to Company policies and
procedures. Based upon the results of Eide’s testing, it appears that the Company’s processes for making
subrogation recoveries to insureds are functioning in accordance with their policies and procedures.
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Recommendations: None.

Standard V11-9. Company claim forms are appropriate for the type of product.

Objective: The Standard is concerned with the Company’s use of claim forms that are proper for theXpe of
product.

Controls Assessment: The following key observations were noted in conjunction with the N)@f this
Standard:

s Company claim processing guidelines require that key documentation be cod, signed, and
included in the file, including but not limited to: notice of loss with relev@cident date, accident

description, and names of involved parties. %@\\)

= The Company’s policy is to use state mandated claim forms whe r icable, and then use a
combination of industry standard forms and in-house forms which % pproved by the Division.

= Management reviews the claims process at three different levels: @
o0 Premier unit managers perform a self review of the Co claims process.

o0 Interoffice inspections are performed on the claim d of the various office locations of the
Company.

0 The Company’s parent, TIC, performs an ann view on Premier’s claim handling processes.

Controls Reliance: Controls tested via documentatfen=ifispection, procedure observation and/or corroborating
inquiry appear to be sufficiently reliable to be® red in determining the extent of transaction testing

procedures. x’
Transaction Testing Procedure: Eide ﬁ&g ed Company personnel to understand its claim handling

processes, and obtained documentation rting such processes. Eide selected a total sample of 75 claims
paid or closed without payment duri examination period, to evaluate the Company’s compliance with its
claim handling policies and pro ide reviewed the file for each selected claim, and noted whether its

claim reporting was appropri%
Transaction Testing Regu_@

Findings: None.

Observa&;lp 7 Eide noted that all paid or closed without payment claims selected for testing were
ra cording to the Company’s polices and procedures, and that claim file documentation was

. Based upon the results of Eide’s testing, it appears that the Company’s processes for

enting reported claims are functioning in accordance with their policies and procedures.

endations: None.
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Standard V11-10. Claim files are reserved in accordance with the company’s established procedures.

Objective: The Standard is concerned with the adequacy of information maintained in the Company’s claim
records related to its reserving practices.

Controls Assessment: The following key observations were noted in conjunction with the revit;v&this

Standard:
Sed)claims

if the physical
ded for bodily injury

m The Company has written policies and procedures governing the claims handling process:

= All claim notifications and related correspondence are recorded on a mainframe bas
management system.

= Reserves, which are probable amounts payable resulting from a claim, are only-rec
damage will not be resolved within 90 days of the claim filing. Reserve@

if the claim cannot be settled within 30 days.
= The Company monitors reserves and adjusts them as new information % available.
s Company claims management personnel can access the claims sys nitor open claims.
= Management reviews the claims process at three different Ieve%
0 Premier unit managers perform a self review of their ¢ process.
o0 Interoffice inspections are performed on the claim. de %s of the various office locations of the
Company.
0 The Company’s parent, TIC, performs an ann%iew on Premier’s claim handling processes.

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

procedures. (%é

Transaction Testing Procedure: Eidé=interviewed Company personnel to understand its claim reserving
processes, and obtained documentati porting such processes. Eide selected a total sample of 75 claims paid
or closed without payment duri e ination period, to evaluate the Company’s compliance with its claim

reserving policies and procedures. verified the date each selected claim was reported to the Company, and
noted whether claim rese Qﬁ evaluated, established and adjusted in a reasonable and timely manner
consistent with Company.

Transaction Testing‘Results:

Findin&gf@

evaluating, establishing and adjusting claim reserves are functioning in accordance with their policies
and procedures, and are reasonable and timely.

Recommendations: None.
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Standard VI1I-11. Denied and closed-without-payment claims are handled in accordance with policy
provisions and state law.

M.G.L. c. 176D, §8 3(9)(d), 3(9)(h) and 3(9)(n).

Objective: The Standard is concerned with the adequacy of the Company’s decision-making and documentation
of denied and closed-without-payment claims. Q

Pursuant to M.G.L. c. 176D, § 3(9)(d), unfair claims settlement practices include refusal to pa Without
conducting a reasonable investigation based upon all available information. Pursuant to M:G: 176D, 8§
3(9)(h), unfair claim settlement practices include attempting to settle a claim for an less than a
reasonable person would have believed he or she was entitled to receive. M.G.L. c. 176 9)(n) considers
failure to provide a reasonable and prompt explanation of the basis for denial oé_Qaim an unfair claim

settlement practice. v’
Controls Assessment: The following key observations were noted in with the review of this
Standard:
s Company policy requires that claim denials state the contraetual“basis for non-payment, and inform the
claimant of the time frame and specific steps necessary t eir right of appeal.
= All claim notifications are recorded on a mainframe based automated claims management system.
= Company claims management can access the clai tem’to monitor open claims.

= A written explanation of all denied and closed-

s Claims filed by claimants may have a porti
guidance set forth in the policy.

= The Company may deny or close %} ment a portion of a claim, such as for bodily injury or
physical damage, due to incorrect garaging or driver information being disclosed on the policy. In these

circumstances the Company wil er & portion of the claim as set forth in the policy, but deny portions

ithout-payment claims is provided to each claimant.
claim denied or closed without payment based on

of the claim related to the incerrect information.
Controls Reliance: Control ted~yia documentation inspection, procedure observation and/or corroborating
inquiry appear to be suffiei liable to be considered in determining the extent of transaction testing
procedures.

processes, and documentation supporting such processes. Eide selected a total sample of 75 claims
paid or closedN) payment during the examination period to evaluate the Company’s compliance with its
claim hau%#)l cies and procedures. Eide noted only one denied claim in the initial sample. Therefore, Eide

Transaction Testin&P& dure: Eide interviewed Company personnel to understand its claim handling

selected=g tional five denied claims to adequately test the Company’s handling of denied and closed

i w ent claims. Eide verified the date the claim was reported, reviewed correspondence and
i igative reports and noted whether the Company handled each claim timely and properly before closing or
it.

Transaction Testing Results:

Findings: None.
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Observations: Eide noted that each tested claim was timely handled according to the Company’s
policies and procedures. Based on the original 75 claims tested, and the additional five denied claims
pulled for review, it appears that the Company’s claim handling and denial practices are appropriate and
comply with applicable statutes and standards.

Recommendations: None.

Standard VI11-12. Cancelled benefit checks and drafts reflect appropriate claim handling prawci)

Objective: The Standard is concerned with the Company’s procedures for issuing claim it relates to
appropriate claim handling practices.

Controls Assessment: The following key observations were noted in conju%&i% the review of this

Standard:
= The Company has written policies and procedures governing the cl m ent process.
s Company policy is to handle all claims in accordance with policy prowisions and state law.

s Company procedures verify the proper payee and claim p t unt prior to check issuance.
= Management reviews the claims process at three different levels:
0 Premier unit managers perform a self review o i im processes

o0 Interoffice inspections are performed on th;clai epartments of the various office locations of the
a

Company.
o0 The Company’s parent, TIC, perfor %
= The SIU investigates claims that may_ be fraudulent.

s Company claims management per&c access the claims system to monitor open claims.

I review on Premier’s claim handling processes.

Transaction Testing Procedure:
processes, and obtained documentatio

or closed without payment duyi
payment policies and pro %-E
payment practices were ai .
Transaction Testing‘Results:

Findin\vﬁ

vations: Eide noted that each selected claim was reported and investigated according to Company

s and procedures, with adequate claim payment documentation. Eide noted no instances where

aim payment practices, or investigation of suspicious claims, appeared inappropriate. Based upon the

results of Eide’s testing, it appears that the Company’s processes for issuing claim payment checks are
appropriate, and functioning in accordance with their policies and procedures.

ide ‘interviewed Company personnel to understand its claim payment
porting such processes. Eide selected a total sample of 75 claims paid
xamination period, to evaluate the Company’s compliance with its claim
ide reviewed the file for each selected claim, and noted whether claim

Recommendations: None.
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Standard VI11-13. Claim handling practices do not compel claimants to institute litigation, in cases of clear
liability and coverage, to recover amounts due under policies by offering substantially less than is due
under the policy.

M.G.L. c. 176D, §§ 3(9)(g) and 3(9)(h); M.G.L. c. 175, § 28.

Objective: The Standard is concerned with whether the Company’s claim handling practices force chﬂ% to
(a) institute litigation for the claim payment, or (b) accept a 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 claim settlement practices i ) compelling
insureds to institute litigation to recover amounts due under an insurance policy by offe bstantially less
than the amounts ultimately recovered in actions brought by such insureds, and (b) émgting to settle a claim
for less than the amount to which a reasonable person would have believed he or she as@titled by reference to
written or printed advertising material accompanying or made part of an appfication,/Moreover, if an insurer
makes a practice of unduly engaging in litigation, or of unreasonably and % elaying the adjustment or
payment of legally valid claims, M.G. L. c. 175, § 28 authorizes the Con@n r to make a special report of
findings to the General Court.

Standard:

Controls Assessment: The following key observations we@wl’conjunction with the review of this

= The Company’s claim handling guidelines require, the uniform and consistent handling of claim
settlements and payments.

= The Company has an easy to access ¢ line that customers may utilize to discuss perceived
delays in claim processing.

= Company claims management can acces claims system to monitor open claims.
= Management reviews the claims.process.at three different levels:

0 Premier unit managers p a self review of their claims processes.
0 Interoffice inspeetion performed on the claim departments of the various office locations of

the Company
o The Com&%nt, TIC, performs an annual review on Premier’s claim handling processes.

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

Transacti sting Procedure: Eide interviewed Company personnel to understand its claim handling
proces angd. obtained documentation supporting such processes. Eide selected a total sample of 75 claims
pai ed without payment during the examination period, to evaluate the Company’s compliance with its
c&handling policies and procedures. Eide verified the date the tested claim was reported, reviewed related
correspondence and investigative reports, and noted whether it was handled timely and properly.

Transaction Testing Results:

Findings: None.
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Observations: Eide noted that documentation of tested claims involving litigation appeared complete
and supported the Company’s conclusions. Based upon the results of Eide’s testing, it appears that the
Company’s processes do not unreasonably deny claims or compel claimants to initiate litigation.

Recommendations: None.

Standard VI11-14. Loss statistical coding is complete and accurate.

M.G.L. c. 175A, § 15(a). \)

Automobile; 211 CMR 15.07.

Obijective: The Standard is concerned with the Company’s complete and accurate epqping of loss statistical
data to appropriate rating bureaus.

s and countrywide expense
ioner, and the rating system on
agency or agencies to assist her in the

experience in accordance with the statistical plan promulgated by th
file with the Commissioner. The Commissioner may designate a rati
compilation of such data. In accordance with 211 CMR 15.0 6 missioner established and fixed the
Automobile Statistical Plan for Fire, Theft, Comprehensive£Colli and Allied Coverages (dated April 8,
1971) as the statistical plan to be used in accordance with Lx¢c. 175A, 8 15(a).

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

Standard:
= Company policy is to timely repor}@@d accurate loss data to appropriate rating bureaus.

s Company claims management personnel reconcile the underlying data for completeness and accuracy,
and generate exception reports tw the loss data is properly reported.

Controls Reliance: Controls te ia ‘documentation inspection, procedure observation and/or corroborating
inquiry appear to be suffici iable to be considered in determining the extent of transaction testing
procedures.

Q: Eide interviewed Company personnel to understand loss statistical reporting
umentation supporting such processes.

Transaction Testin
processes, and obtali

servations: The Company appears to report loss statistical data to rating bureaus timely and
accurately, and its processes are functioning in accordance with their policies and procedures, as well as
statutory and regulatory requirements.

Recommendations: None.
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SUMMARY

Based upon the procedures performed in this comprehensive examination, Eide has reviewed and tested
Company operations/management, complaint handling, marketing and sales, producer licensing, policyholder
service, underwriting and rating, and claims as set forth in the NAIC Market Conduct Examiner’s Handbook, the
market conduct examination standards of the Division, and the Commonwealth of Massachusetts insurance laws,
regulations and bulletins. Eide has made a recommendation to address the concern related to company operations
and management. {
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ACKNOWLEDGEMENT

This is to certify that the undersigned is duly qualified and that, in conjunction with Eide Bailly LLP,
applied certain agreed-upon procedures to the corporate records of the Company in order for the Division of the
Commonwealth of Massachusetts to perform a comprehensive market conduct examination (“comprehensive
examination”) of the Company.

The undersigned’s participation in this comprehensive examination as the Examiner%rge
encompassed responsibility for the coordination and direction of the examination performed, which in
accordance with, and substantially complied with, those standards established by the National &ﬁi}ﬁon of
Insurance Commissioners (NAIC) and the NAIC Market Conduct Examiners’ Handbook. ~Fhi Icipation
consisted of involvement in the planning (development, supervision and review of agr procedures),
administration and preparation of the comprehensive examination report. In addition, Do@(. Raymond of
the Division’s Market Conduct Section participated in the examination and in the prep@gn of this report.

The cooperation and assistance that the officers and employees ofxth pany extended to all
examiners during the course of the examination is hereby acknowledged.

Matthew C. Regan IlI
Director of Market Conduct &

Examiner-In-Charge 0
Commonwealth of Massachusetts &

Division of Insurance

Boston, Massachusetts &
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