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Dear Commissioner Bowler: Q

Pursuant to your instructions and in acco g{é with Massachusetts General Laws,

Chapter 175, Section 4, a comprehensive.examination has been made of the market
conduct affairs of \
PRIMERICA INSURANCE COMPANY
at its home office loc t@
3120 Breckinrid Qvard
Duluth, Georgi 9

The fol i)r}kport thereon is respectfully submitted.
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Scope of Examination

The Massachusetts Division of Insurance (the “Division”) conducted a comprehensive market
conduct examination of Primerica Life Insurance Company (“Primerica” or “the Company™) for
the period January 1, 2005 to December 31, 2005. The examination was called pursuant to
authority in Massachusetts General Laws Chapter (M.G.L. ¢.) 175, Section 4. The market
conduct examination was conducted at the direction of, and under the overall management and
control of, the market conduct examination staff of the Division. Representatives from

of Rudmose & Noller Advisors, LLC (“RNA”) were engaged to complete certain a &) on

procedures.
EXAMINATION APPROACH E

A tailored audit approach was developed to perform the examinationglé%ompany using the

guidance and standards of the NAIC Market Conduct Examiner’s k, (“the Handbook™)
and the Commonwealth of
dures were performed under
ket conduct examination staff of
d by the concurrent Division

the market conduct examination standards of the Divisio
Massachusetts insurance laws, regulations and bulletins. Al
the management and control and general supervision of th
the Division, including procedures more efficiently
financial examination. For those objectives, ma et “conduct examination staff discussed,
reviewed and used procedures performed by the ’s financial examination staff to the
extent deemed necessary, appropriate and effe ensure that the objective was adequately
addressed. The following describes the prowﬁ%xperformed and the findings for the workplan
steps thereon.

The basic business areas that were revi nder this examination were:
I.  Company Operations/Management
Il.  Complaint Handling a%’
I1l.  Marketing and Sal
IV. Producer Licen

V. Policyhol %
VI. Under iting and Rating

VIL.

In addi 0 the processes’ and procedures’ guidance in the Handbook, the examination

|nclu ssessment of the Company’s internal control environment. While the Handbook

detects individual incidents of deficiencies through transaction testing, the internal

I assessment provides an understanding of the key controls that Company management uses

to run their business and to meet key business objectives, including complying with applicable
laws and regulations related to market conduct activities.

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



EXECUTIVE SUMMARY

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

The Division considers a substantive issue as one in which corrective action on part of the
Company is deemed advisable, or one in which a “finding,” or violation of Massachusetts

insurance laws, regulations or bulletins was found to have occurred. It also is recommen at
Company management evaluate any substantive issues or “findings” for applicabili potential
occurrence in other jurisdictions. When applicable, corrective action should for all

jurisdictions, and a report of any such corrective action(s) taken should b@ ided to the
Division.

and, if applicable, subsequent Company actions made, as part mprehensive market

% ions and bulletins cited in
ema.us/doi.

cyholder service, and underwriting and

The following is a summary of all substantive issues found, along W'Et recommendations

conduct examination of the Company. All Massachusetts laws,
this report may be viewed on the Division’s website at www. tat

The comprehensive market conduct examination resulted
with regard to complaint handling, producer licensing:“poli
rating. Examination results showed that the Company isih compliance with all tested Company
policies, procedures and statutory requirements‘addréssed in these sections. Further, the tested
Company practices appear to meet industry tices in each of these areas.

COMPANY OPERATIONS/MANAGEM&S{

The examination concluded that mpany is in compliance with most tested Company
policies, procedures and statutory irements. Further, the tested Company practices appear to
n:most of these areas. However, the examination noted one finding.

applied for reinstateme
remind the undepwvri
Underwriting D
Company, patti

er their initial application was partially denied. The Company should
g+ department of the requirement to send the Notice of Adverse
ision to the applicant when an application is partially denied. Further, the
y the audit & risk review department (“ARR”) or compliance department,
should monitor=the reinstatement underwriting process to ensure that the Notice of Adverse
Underw@,Decision is provided when applications are fully or partially denied. The
exa also noted that the Company has conducted criminal background checks on all
employes

MARKETING AND SALES

The examination concluded that the Company is in compliance with tested Company policies,
procedures and statutory and regulatory requirements regarding marketing and sales. However,
during the examination period the Company was not monitoring replacement activity by producer
or Regional Vice-President (“RVP”). The Company completed development of such a
monitoring system in June of 2006. The Company, particularly the ARR or compliance
department, should monitor the timely use of the replacement activity reporting by the home
office.



CLAIMS

The examination concluded that the Company is in compliance with most tested Company
policies, procedures and statutory requirements in the area of claims. The examination noted
three findings. One paid death claim tested lacked evidence that the claims examiner checked the
Massachusetts Department of Revenue website for past due child support to comply with M.G.L.
c. 175, § 24D, which requires interception of non-recurring payments. Further, two paid life
death claims tested lacked evidence that a multi-policy search was performed as required by
Division of Insurance Bulletin 2001-07. The Company has implemented process improyéments

to address these findings. RNA recommends that the Company, particularly the or
compliance department, closely monitor the effectiveness of the changes to the claimprogess to
ensure that all searches are being timely conducted in compliance with regulatory ents.

RNA further noted that the Company improperly overpaid one claimant for, an@asing benefit
rider included in the insured’s policy that was not effective until the po i%pext renewal date.
The Company, particularly the ARR or compliance department, %ﬁ onitor the claims
settlement process for claims with increasing benefit riders to ensur claims are properly
adjudicated.



COMPANY BACKGROUND

Primerica Life Insurance Company (“Primerica” or “the Company”) is a wholly-owed subsidiary
of Citigroup Inc. (“Citigroup™). Citigroup, together with its subsidiaries, is a diversified global
financial services holding company whose businesses provide a broad range of financial services
to consumer and corporate customers, with more than 200 million customer accounts and doing
business in more than 100 countries. Citigroup’s activities are conducted through its Global
Consumer, Corporate and Investment Banking, Global Wealth Management, and Alternative
Investments business segments. The Global Consumer segment delivers a wide array of banking,
lending, insurance and investment services through a network of local branches, the Primerica
Financial Services, Inc. (“PFS”) sales force, and electronic delivery systems such as. automated
teller machines and the Internet. PFS offers consumers an array of financial sexg(?s and
products, including term life insurance underwritten by Primerica. PFS alsm@& s other
Citigroup products, including Smith Barney mutual funds (until December 1, 2 itiFinancial
loans and mortgages and annuities from Metropolitan Life Insurance Company (as.a result of Met
Life’s acquisition in June 2005 of Travelers Insurance Company, a form % e).

Primerica markets its products through the PFS distribution chann% began operations in
1977, with a business plan to help middle-income families usi uy Term and Invest the
Difference" philosophy. That philosophy encourages famili rchase affordable term life
insurance, so they will have more money to invest in t ily's future. The PFS business
model uses a hierarchical multi-level marketing s ereby individual producers are
recruited, trained, supervised and compensated as t dvance through the system. The highest
level producers are rewarded based upon their production, as well as the production of
producers who were recruited by the higher levelprodtcers several levels below them within the
hierarchal system. With more than 100,080 nd part-time representatives, the Company
states that PFS is the largest financi c s marketing organization in North America.
Approximately 1,300 PFS represent e appointed as insurance agents by Primerica in
Massachusetts. The Company sells on rm life insurance products, most of which are level-
term policies with a standard d benefit rider for terminal illness. Various additional
riders offered include a waiver emium for disability, juvenile insurance, spouse insurance

and increasing benefits. ge face value sold is approximately $200,000. The Company
also maintains very sm blocks of annuity and individual health business, which it has
not marketed anywh he mid 1990s.

The Company..i A+ (“Superior”) by A.M. Best Company and AA (“Very Strong”) by
Standard & PQo rp. The Company had $5.4 billion in admitted assets and $1.7 billion in
surplus as..of ember 31, 2005. For the year ended December 31, 2005, the Company’s
prem@ nuity considerations were $1,130.9 million, and net income was $344.3 million.

T bjectives of this examination were determined by the Division with emphasis on the
following areas.



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 addresses the audit function and its responsibilities. A{
Controls Assessment: The following controls were noted in review of this Standard:
Citigroup’s internal audit function, the ARR, performs audits o mpany’s
operational functions. ARR is an independent internal audit function includes 13

auditors dedicated to performing audit procedures at PFS.
The Audit Committee of Citigroup’s Board of Directors (“A mlttee”) approves
the audit plan and schedule in December of the precedln d is apprised of the

audit plan progress throughout the year

The Audit Committee receives periodic summaries QI audit results and monitors
the Company’s progress implementing ARR’s re ended corrective actions, if any.
The Company’s field audit department (“FAD”) includes 31 field auditors who annually
review each RVP and Office of Superws isdiction (*0SJ”). The OSJ is field or
branch office whereby broker dealers g ust“meet certain regulatory requirements of the

National Association of Securities D to supervise it producers that sell securities.
Each of the Company’s RVPs re an OSJ. The two field auditors assigned to
Massachusetts are supervis egional employee supervisors. The FAD audits
are one day on-site revw%d evaluate policy delivery, complaint reporting,
advertising compliance, recruitment and the occurrence of any unlicensed
activity.

FAD audit reports

Ily issued within one week of the audit’s completion, and
are reviewed by ent. FAD audit reports are given a score in one of five
categories, whie ased upon the number and/or seriousness of the exceptions noted.
Those repo n the three lowest categories require follow up audits, and possible
siness Integrity Group (“BIG”) for further action.
s compliance department, which includes the Chief Compliance Officer,
the Director of Compliance, who reports to Citigroup’s Independent
pliance Department. = The Compliance Department periodically completes
ance reviews of various areas of the Company’s operations.

Company’s financial statements are audited annually by an independent auditor, and
e Company has received ungualified opinions on these financial statements.

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: RNA reviewed the six 2004 and 2005 ARR audit reports, and

discussed the reports with ARR management. In addition, RNA reviewed a summary of all FAD
audit reports, and requested detail regarding each of those in the three lowest rated categories for



discussion with management. Finally, RNA reviewed the two compliance reports issued by the
compliance department in 2005.

Transaction Testing Results:

Findings: None.

Observations:  The review of the ARR audit reports disclosed findings and
recommendations as a result of the audits, along with timeframes to implement the
recommendations. ARR appeared to follow up to ensure that key recommendations were
implemented. RNA’s review of the summary of the FAD audits noted that al

audits received a rating in the two highest categories. Moreover, all RVPS:an
appeared to have been audited by FAD in 2005. RNA noted that five F
rated in the three lowest categories, and each of those was summari ur review.
None of the lower ratings appeared to be caused by deficiencies inzgance sales or

complaint activity. Corrective actions plans appeared to ha implemented to
address the concerns, which were securities and loan related requi ts. The review of
the two compliance reports issued by the compliance depal indicated that findings
were timely addressed with required actions to correct d i€es.

Recommendations: None.

Standard 1-2. The company has appropriat ntrols, safeguards and procedures for
protecting the integrity of computer informatqu.

No work performed. All required acti r'this Standard is included in the scope of the
ongoing statutory financial examinat& ompany.

v« * * *

Standard I-3. The com % antifraud initiatives in place that are reasonably calculated
to detect, prosecute, nt fraudulent insurance acts.

18US.C. § 103?;4@| of Insurance Bulletins 98-11 and 2001-14.

Obijective: T&S{,andard addresses the effectiveness of the Company’s antifraud plan.

Purs %ﬂr U.S.C. § 1033 of the Violent Crime Control and Law Enforcement Act of 1994
(* @ is a criminal offense for anyone “engaged in the business of insurance” to willfully
p@ prohibited person” to conduct insurance activity without written consent of the primary
insurance regulator. A “prohibited person” is an individual who has been convicted of any felony
involving dishonesty or a breach of trust or certain other offenses, and who willfully engages in
the business of insurance as defined in the Act. In accordance with Division of Insurance
Bulletins 98-11 and 2001-14, any entity conducting insurance activity in Massachusetts must
notify the Division, in writing, of all employees and producers 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 controls were noted in review of this Standard:

s The Company has adopted a written Anti-Fraud Plan which requires them to take all
reasonable precautions to prevent, detect and thoroughly investigate potential insurance
fraud.

= The Anti-Fraud Plan defines required procedures for employees to report suspected fraud
to the Company’s SIU, the Company’s Office of the General Counsel and to the
Massachusetts Insurance Fraud Bureau.

The Company’s policy is to not hire employees who are “prohibited persons.”

The Company’s policy, commenced in December 1998, is to complete inal
background checks for all prospective employees prior to hiring them. The ny
also, in December of 1998, conducted a background check on all existing %Phome
office employees. In addition, all employees must sign an acknowled at they
have taken the Annual Compliance Meeting training course and, in com with such

training, sign a separate acknowledgement disclosing any ban y or felony
conviction. %

Controls Reliance: Controls tested via documentation inspection, %e observation and/or
corroborating inquiry appear to be sufficiently reliable to be con n determining the extent
of transaction testing procedures.

Transaction Testing Procedure: RNA reviewed the lz/"s policies and procedures for
addressing fraud and employee hiring due diligence.

Transaction Testing Results: % >\«
Findings: None. Q
Observations: RNA revie he”Anti-Fraud Plan, and confirmed that the Company
completes criminal back checks for prospective new employees. RNA also
confirmed that all employees must sign an acknowledgement that they have taken the
Annual Complianc ing training course, and must disclose any bankruptcy or felony

conviction.

Recommendations@

\Standa@_{ﬂ.’ The company has a valid disaster recovery plan.

N&ork performed. All required activity for this Standard is included in the scope of the
ongoing statutory financial examination of the Company.

* * * * *

Standard 1-5. The company is adequately monitoring the activities of any entity that
contractually assumes a business function or is acting on behalf of the company.

Objective: This Standard addresses the Company’s efforts to adequately monitoring the activities
of the contracted entities that perform a business function.

10



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

= The Company has contractual arrangements where third parties other than producers
perform a business function or action on behalf of the Company. Such third parties
conduct medical examinations of applicants prior to policy issuance, conduct telephonic
interviews of applicants in certain instances and complete background checks on
prospective new employees and producers prior to their appointment as agents.

s The FAD conducts field audits which annually review each RVP and OSJ. The FAD
audits are one day on-site reviews which evaluate policy delivery, complaint rep@rting,
advertising compliance, producer recruitment and the occurrence of any un ed

activity
Controls Reliance: Controls tested via documentation inspection, procedure %tion and/or
corroborating inquiry appear to be sufficiently reliable to be considered in Sete ng the extent

of transaction testing procedures

Transaction Testing Procedure: RNA interviewed management alig %se of third parties to
perform Company functions, and reviewed supporting docume n.~RNA also reviewed and
discussed with management the 2005 FAD audit reports.

Transaction Testing Results: &;

Findings: None.

Observations: The review indicated
compliance with Company polic =ﬁ\ rocedures The review of the summary of the
FAD audit reports |nd|cated

its RVPs and OSJs.

Recommendations: None. E

Standard 1-6. Reco ?! adequate, accessible, consistent and orderly and comply with
record retention v{(}u ements.

Obijective: issStandard addresses the adequacy and accessibility of the Company’s records.
Retaine(‘j% tation is evaluated in the various Standards.

Conttols “‘Assessment: The Company has adopted written procedures to ensure that records are
a ely retained.

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: RNA read the Company’s record retention policy, and
performed various procedures throughout this examination related to review of retained
documentation.

11




Transaction Testing Results:

Findings: None.

Observations: RNA noted that the Company’s record retention policy adequately
discloses its record retention policies and procedures. Testing results relating to
documentation evidence are also noted in the various examination areas.

Recommendations: None.

Standard I-7. The company is licensed for the lines of business that are being g‘lh@

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

Objective: This Standard is concerned with whether the lines of busin %en by a Company
are in accordance with the authorized lines of business. %

Pursuant to M.G.L. c. 175, § 32, domestic insurers must obtain a te authorizing it to issue
policies or contracts. M.G.L. c. 175, § 47 also sets forth th BUS Imes of business for which
an insurer may be licensed.

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

Controls Reliance: Not applicable E
Transaction Testing Procedure: RNA di d"with the Division the lines of business that the
Company writes in the Commonwe reviewed its certificate of authority. RNA also

reviewed the Company’s annual sta t premium writings to confirm that they include only
those lines reflected on Divisio r:?d;

Transaction Testing Resul&

Findings

Obser § According to the Division, the Company is licensed for the lines of
bu5| eing written, and its annual statement reported premium supports that the

% Is writing only the lines for which it is licensed.
Rec;o@ tions: None.

Standard 1-8. The company files all certifications with the Department of Insurance as
required by statutes, rules, and regulations.

M.G.L. c. 175, § 25.

Objective: This Standard addresses the Company’s efforts to file certifications with the Division
as required.

12




M.G.L. c. 175, § 25 sets forth the form and content requirements for annual statements insurers
file with the Division.

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

Controls Reliance: Not applicable.

Transaction Testing Procedure: RNA confirmed that certifications are filed with the Division in
connection with the annual Company financial reporting process.

Transaction Testing Results: '{
Findings: None. ‘é\/

Observations: The Company appears to file all required certificati(:J:ss he Division.

Recommendations: None.
* * * * * ‘

Standard 1-9. The company cooperates on a timely basi xaminers performing the
examinations.

M.G.L. c. 175, § 4.

Objective: This Standard is concerned with the
examination conducted in accordance with

ﬁény’s cooperation during the course of the
. C. 175, 8 4.

Controls Assessment: Due to the naturg o

Controls Reliance: Not applica Ie?y

Transaction Testing Proc * The Company’s level of cooperation and responsiveness to
examiner requests was roughout the examination.

Standard, no controls assessment was performed.

Transaction Testin(Be

Fin . None.

ations: The Company’s level of cooperation and responsiveness to examiner
quests met the Division’s expectations.

R&mendations: None.

13




Standard 1-10. The company has procedures for the collection, use and disclosure of
information gathered in connection with insurance transactions to minimize any improper
intrusion into the privacy of applicants and policyholders.

M.G.L. c. 1751, 8§ 1-22.

Objective: This Standard is concerned with the Company’s policies and procedures to ensure it
minimizes improper intrusion into the privacy of consumers as required by M.G.L. ¢. 1751, 88 1-
22. Various aspects of privacy requirements are addressed in Standards 1-11 through 1-17

Controls Assessment: The following controls were noted in conjunction with the N})f this
Standard and Standards I-11 through 1-17: ‘%
= The Company’s definitions of Adverse Underwriting Decision, Pe on@ormation and
Pretext Interview appear to comply with Massachusetts’ law. %y policy prohibits
pretext interviews except as allowed by law. %
nG:} rmation Practices and
the policy application

= The Company’s policy is to provide the Notice of Insura
the Privacy Policy at the application date. Both are
package, which is required to be completed for all n

= The Privacy Policy states that the Company shar
other financial service providers and non-financi
The Company allows the customer to opt participation in sharing of information

with affiliates and non-affiliates. The Company does not ask specific questions on the
application designed to obtain information-for marketing or research.

types of personal information rd parties or other sources, and gives examples of
such third parties or other so

s The Compan s that the HIPAA/Privacy Disclosure be signed by the applicant at
time of applicatien for a policy.

rovides the applicant a Notice of Adverse Underwriting Decision when it

terminates coverage or offers to provide insurance at higher than standard rates. The
ice- of Adverse Underwriting Decision includes all statutory requirements.

-QJ pany policy does not base an adverse underwriting decision on the existence of (1) a

revious adverse underwriting decision; (2) on personal information obtained from an
insurance support organization, provided that the insurer or producer can base their
decision on further information obtained as a result of the initial information received; or
(3) on the basis of sexual orientation or perceived orientation.

s Company policy is to disclose nonpublic personal health information it obtains only as
required or permitted by law to regulators, law enforcement agencies and third parties
who assist the Company in processing business transactions to its customers. This
information is shared only if expressly authorized in writing by the applicant.

14




s The Company does not disclose information provided by medical professionals, and
requires that the applicant obtain such information directly from those medical
professionals.

= The Company provides its Privacy Policy, the Notice of Insurance Information Practices
and its electronic communication privacy policies on the Company’s website.

s The Company annually conducts an information systems risk assessment to consider,
document and review information security threats and controls. The risk assessment
evaluations have resulted in continual improvements to information systems security.

=  Company policy requires that information technology security practices safeguard
nonpublic personal and health information, and communicates these practices i ining
programs, compliance presentations and various memoranda as needed.

Controls Reliance: Controls tested via documentation inspection, procedure % ation and/or
i%g% tb

corroborating inquiry appear to be sufficiently reliable to be considered in det he extent
of transaction testing procedures. C ;
Transaction Testing Procedure: RNA reviewed written Comp ies and procedures

requiring that the Notice of Adverse Underwriting Decision be prav
declined, and when coverage is offered at higher than
underwriting declinations from the examination period for ev
timely Notice of Adverse Underwriting Decision. As
reviewed four applications where the Company offered
which requires them to provide the Notice of A e*lJnderwriting Decision to the applicant.
Finally, RNA reviewed seven denied reinst s&applications, and one partially denied
reinstatement application, for evidence that ompany provided timely Notice of Adverse
Underwriting Decision. RNA also revie@ erwriting and claims documentation for any

evidence of the use of pretext intervie(v%
Transaction Testing Results:
Findings: The Co
one applicant w phi
denied. Q

For the 10 underwriting declinations tested, the Company provided the
erse Underwriting Decision when it declined to provide coverage. The
Iso provided the Notice of Adverse Underwriting Decision to four applicants

were offered coverage at higher than standard rates, and to seven applicants who
enied reinstatement. In testing of claims and new business processing, RNA noted
g instances where the Company conducted pretext interviews.

when applications are
rates. RNA tested 10

ew business testing, RNA also
rage at higher than standard rates,

not provide the Notice of Adverse Underwriting Decision to
d for reinstatement when their initial application was partially

Recommendations: The Company should remind the underwriting department of the requirement
to send the Notice of Adverse Underwriting Decision to the applicant when the application is
partially denied. Further, the Company, particularly the ARR or the compliance department,
should monitor the reinstatement underwriting process to ensure that it provides the Notice of
Adverse Underwriting Decision when applications are fully or partially denied.

* * * * *

15



Standard 1-11. The company had developed and implemented written policies, standards
and procedures for the management of insurance information.

M.G.L. c. 175I, §8 1-22.

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

* * * * *

Standard 1-12. The company has policies and procedures to protect the prj&%eof
nonpublic personal information relating to its customers, former customers and{s)u rs

that are not customers. %
M.G.L. c. 175I, §§ 1-22.

Objective: This Standard addresses policies and procedures to ens %cy of non-public
personal information. :

Controls Assessment: See Standard 1-10. Q

Controls Reliance: See Standard 1-10. %{r

Transaction Testing Procedure: RNA interviewe ny personnel with responsibility for
privacy compliance, and reviewed documentation sugporting its privacy policies and procedures.
RNA tested 10 underwriting declinations for.evidence that the Company provided consumers
with information supporting the reason(s) eclinations. RNA also sought any evidence

that the Company improperly provided persenal information to parties other than the applicant.
Transaction Testing Results:
Findings: None. i

Observationsoted that for each of the underwriting declinations tested, the
U

Company offe make available driving records, consumer reporting information and
results o ‘% medical tests conducted for the purpose of obtaining insurance only
when sted by the applicant. RNA noted no instances where the Company
impr’&g provided information to parties other than the applicant.

Recom&ons: None.

* * * * *

Standard 1-13. The company provides privacy notices to its customers and, if applicable, to
its consumers who are not customers regarding treatment of nonpublic personal financial
information.

M.G.L. c. 1751, §§ 1-22.

Objective: This Standard addresses requirements to provide privacy notices.

Controls Assessment: See Standard 1-10.

16




Controls Reliance: See Standard I-10.

Transaction Testing Procedure: RNA reviewed the Company’s compliance with statutory
privacy disclosure requirements in conjunction with its testing of 50 new business applications
from the examination period.

Transaction Testing Results:

Findings: None.

Observations: As required by the Company, the applicant for each new business sale
tested acknowledged on the application that he or she received the Noti InSurance
Information Practices and the Privacy Policy. RNA also noted that pany has
procedures for providing the Annual Privacy Notice to the customer b il prior to the
annual policy anniversary date. %

Recommendations: None.

company has policies and procedures in place nonpublic personal financial
information will not be disclosed when a consum 0'is’not a customer has opted out, and
the company provides opt out notices to its customers and other affected consumers.

Standard 1-14. If the company discloses informati‘%r 'ect to an opt out right, the

M.G.L. c. 1751, §§ 1-22.

Obijective: This Standard addresses F}@% procedures with regard to opt out rights.

Controls Assessment: See Stan r%&p

Controls Reliance: S;S% -10.
Transaction Testing, Rrocedure: RNA interviewed Company personnel with responsibility for

privacy complian viewed supporting documentation regarding consumer opt out rights.
entation supporting the Company’s procedures for disclosing opt out
rights, coIIe uch opt out information and managing requests for this information.

Transag&testmq Results:
Q indings: None.

Observations: The Company’s documentation supports that it allows the customer to opt
out of participation in the Company’s sharing of information with affiliates and non-
affiliates. Further, the Company appears to have policies and procedures in place to
collect such opt out information, and to manage requests it receives for this information.

Recommendations: None.

17




Standard 1-15. The company’s collection, use and disclosure of nonpublic personal
financial information are in compliance with applicable statutes, rules and regulations.

M.G.L. c. 175I, 88 1-22.

Objective: This Standard is concerned with the Company’s collection and use of nonpublic
personal financial information.

Controls Assessment: See Standard I-10

Controls Reliance: See Standard I-10. '«
Transaction Testing Procedure: RNA reviewed the Company’s compliance Wrﬂ%u\fo)ry and

regulatory requirements pertaining to collection and use of nonpublic p financial
information in conjunction with its testing of 50 new business appllcatlonaro he examination

period @
Transaction Testing Results: %

Findings: None.

Observations: RNA noted from its testing siness applications that that the
Company’s collection and use of non i rsonal financial information was
reasonable and proper.

Recommendations: None. '\: k
* Q * *

regulation, or providing equiva protection through other substantially similar laws
under the jurisdiction of artment of Insurance, the company has policies and
procedures in place so public personal health information will not be disclosed
except as permitted nless a customer or a consumer who is not a customer has
authorized the disc o%

M.G.L.c. 175@

Standard 1-16. In states promulgaﬂr@he health information provisions of the NAIC model

Objectiver This”Standard addresses efforts to maintain privacy of nonpublic personal health
infor@%.
g&o Assessment: See Standard 1-10.

Controls Reliance: See Standard I-10.

Transaction Testing Procedure: RNA interviewed Company personnel with responsibility for
privacy compliance, and reviewed supporting documentation. RNA sought any evidence that the
Company improperly disclosed nonpublic personal health information in conjunction with
underwriting declinations, claims and new business testing. RNA also reviewed the Company’s
compliance with the use of the HIPAA/Privacy Disclosure in conjunction with its testing of 50
new business applications from the examination period.
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Transaction Testing Results:

Findings: None.

Observations: RNA noted that that the HIPAA/Privacy Disclosure was received and
signed by each applicant for all new business applications tested. RNA noted no
instances where the Company improperly disclosed nonpublic personal health
information when we tested underwriting declinations, new business and claims

processing. A{
Recommendations: None.
* * * * *

Standard 1-17. Each licensee shall implement a comprehensive writte information security
program for the protection of nonpublic customer information. Q’)%

M.G.L. c. 1751, §8 1-22.

Objective: This Standard is concerned with the Company’s on security efforts to ensure
that nonpublic consumer information is protected.

Controls Assessment: See Standard 1-10.

Controls Reliance: See Standard 1-10.

Transaction Testing Procedure: RNA j ed Company personnel with responsibility for
privacy compliance, and reviewed s ocumentation. Review of information technology
access and authorization control mcluded in the scope of the concurrent statutory
financial examination of the C p

Transaction Testing Resul

Findings:

é The Company’s documentation supports that it routinely conducts an
ion systems risk assessment to consider, document and review information
reats and controls. Further, the Company’s documentation shows that it has
res to implement and monitor information technology security practices to

feguard nonpublic personal and health information. Further documentation supports

Q at the Company communicates such practices to employees and producers in training
programs, compliance presentations and various memoranda. Finally, documentation
supports that only individuals approved by Company management are granted access to

its key electronic and operational areas where such information is located, and
documentation further supports that such access is frequently monitored by management.

Recommendations: None.
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1. 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 register.

M.G.L. c. 176D, § 3(10).

Objective:  This Standard addresses whether the Company formally tracky%h%ts or

grievances as required by statute. 0
Pursuant to M.G.L. c. 176D, 8 3(10), an insurer is required to maintain plete record of all
complaints it received from the date of its last examination. The re indicate the total
number of complaints, the classification of each complaint by line of.i ce, the nature of each
complaint, the disposition of each complaint and the time to proc complaint.

Controls Assessment: The following controls were noted i &w of complaint Standards:
com

plaint handling process.

= Written Company policies and procedures govern
ints in the complaint registers in a

= The Company logs all written and oral%
consistent format. The Company intaihs separate registers for regulatory and
consumer complaints.

= Each complaint register includes t e’received, the date closed, the person making the
complaint, the insured, the mber, the state of residence and nature of the
complaint using NAIC reas . The complaint registers also include the complaint
disposition, and whether e plaint was justified or unjustified.

= The Company responds ivision complaints within 14 calendar days of receipt when

possible, and in a t:g nner once it receives and evaluates all required information.

= The Company p its toll free telephone number and address in its written responses
to consumer n% and on its web site.
= The Company ‘may issue a letter of advisement or reprimand to producers against whom
it substantiates complaints. The Company may refer producers with serious complaints
or a si t number of complaints to the BIG for possible action against the producer.
= The C any has recently instituted a post sale customer satisfaction survey to obtain
er feedback.

The glaint data for Massachusetts complaints closed by the Division in 2004 and 2005
in ed that the Company received two sales and marketing complaints. The Company and the
Division both determined that the two complaints were “Not Justified.”

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: RNA interviewed management and staff responsible for
complaint handling, and examined evidence of the Company’s related processes and controls.
RNA reviewed both of the Massachusetts complaints closed by the Division from January 1,
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2004 to December 31, 2005, and selected 15 consumer complaints made directly to the Company,
to evaluate their compliance with M.G.L. c. 176D, § 3(10). RNA reviewed the file for each
complaint, and noted the response date and the documentation supporting the resolution of the
complaint. RNA also reviewed the Company’s complaint register to ensure that it included
complaints filed with the Division. Further, RNA reviewed complaint activity for nine producers
who had multiple complaints during the examination period for evidence that the Company
adequately monitored potential problem producers. Finally, RNA reviewed the results of the
customer satisfaction survey to evaluate the Company’s treatment of customer responses.

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

Observations: For all complaints selected from the complaint registe noted that
the Company appears to maintain proper complaint handling procedu d a complete
listing of complaints in accordance with M.G.L. c. 176D, § Based upon the
review of the complaint activity for the nine producers wit complaints, such
complaints appeared to be properly addressed.

Recommendations: None. QQ
* * * * )%

Standard 11-2. The company has adequate c laint handling procedures in place and
communicates such procedures to policyholders.

M.G.L. c. 176D, § 3(10).

procedures and communicates t edures to policyholders.

Objective: This Standard addresseﬁ&er the Company has adequate complaint handling
M.G.L. c. 176D, 8 3(10)
handling (b) the procedures‘in-place are sufficient to enable satisfactory handling of complaints
of‘and obtaining and recording responses to complaints that is sufficient

hin the time frame required by state law, and (d) the Company provides a
address for consumer inquiries.

eliance: Refer to Standard I1-1.

Transaction Testing Procedure: RNA interviewed management and staff responsible for
complaint handling, and examined evidence of the Company’s related processes and controls.
RNA reviewed both of the complaints closed by the Division from January 1, 2004 to December
31, 2005, and selected 15 consumer complaints made directly to the Company to evaluate
compliance with M.G.L. c. 176D, § 3(10). RNA reviewed the Company’s file for each
complaint, noting the response date and the documentation supporting the resolution of the
complaint. Further, RNA reviewed complaint activity for nine producers who had multiple
complaints for evidence that the Company adequately monitored potential problem producers,
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and reviewed the results of the customer satisfaction survey to evaluate the Company’s treatment
of customer responses. Finally, various forms sent to policyholders were reviewed to determine
whether they comply with the requirement that the Company provide contact information for
consumer inquiries.

Transaction Testing Results:

Findings: None.

Observations: The Company appears to have adequate complaint procedures in place to

address complaints filed with the Division and the Company. Further, the ny
adequately communicates such procedures to policyholders and treats “significant
negative comments received on the customer satisfaction survey as cons laints.

Recommendations: None.

%%Q

ze and dispose of the

complaint in accordance with applicable statutes, ru es regulations and contract

language. Qr

Objective: This Standard addresses whether the pany response to the complaint fully
addresses the issues raised, and whether policyhoelders with similar fact patterns are treated
consistently and fairly.

Controls Assessment: Refer to Standard @
Controls Reliance: Refer to Standar&

I

NA interviewed management and staff responsible for
evidence of the Company’s related processes and controls.
laints closed by the Division from January 1, 2004 to December
consumer complaints made directly to the Company to evaluate this

Transaction Testing Procedur
complaint handling, and
RNA reviewed both of
31, 2005, and selecte
Standard. Q
Transaction ‘%?

sting Results:

&@: None.
Q bservations: Documentation for all complaints tested appeared to be complete,

including the original complaint, related correspondence and the Company’s complaint
summary. Complainants with similar fact patterns appeared to be treated consistently
and reasonably.

Recommendations: None.
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Standard 11-4. The time frame within which the company responds to complaints is in
accordance with applicable statutes, rules and regulations.

Obijective: This Standard is concerned with the time required for the Company to process each
complaint. Massachusetts does not have a specific time standard in statute or regulation.
However, the Division has established a practice of requiring an insurer to respond to any notice
of complaint that it sends within 14 calendar days of receipt.

Controls Assessment: Refer to Standard I1-1. ){

Controls Reliance: Refer to Standard I1-1. \)
n

Transaction Testing Procedure: RNA interviewed management and sta@s sible for
complaint handling, and examined evidence of the Company’s related % and controls.

RNA reviewed both of the Massachusetts complaints closed by the Divisien from January 1,
2004 to December 31, 2005, and selected 15 consumer complaints m y to the Company,

to evaluate whether its responses were timely.

Transaction Testing Results: 0

Findings: None. Q
Observations: Resolution of all complain%te appeared to be reasonably timely, and
within the 14 calendar day period directed.by the Division.

@Y‘
>
NS
&
QQ

23




1. 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 111-1. All advertising and sales materials are in compliance with applicable
statutes, rules and regulations.

M.G.L.c. 176D, 8§ 3; M.G.L. c. 175, § 181 and Division of Insurance Bulletin 2001-02.

Objective: This Standard is concerned with whether the Company maintains a s ”\%ontrol
over the content, form and method of dissemination for all advertising material

unfair method of
e benefits, terms,
nce Bulletin 2001-02,
ebsite the name of the
its principal office.

Pursuant to M.G.L. c. 176D, § 3 and M.G.L. c. 175, § 181, it is dee
competition to misrepresent or falsely advertise insurance polici
conditions and advantages of said policies. Pursuant to Division 0

an insurer who maintains an Internet website must disclose (@e
company as it appears on the certificate of authority, and the f

Controls Assessment: The following controls were not@ of this Standard:

s The Company has written policies an@)cedures regarding review and use of
advertising materials.

m  The Company’s marketing advise rtment is responsible for reviewing and
approving the content of all j % -related sales and advertising materials, and
maintains a log and files of al g materials.

= The Company maintains an g&o ic catalog of approved advertising materials that are

available for use by its rs. All other materials developed by producers must be

submitted for review.an oval by the marketing advisory department prior to use.
i its name and address on its website.

The Company dis
The Company’ rforms annual compliance audits of each RVP to monitor their

compliance us Company policies and procedures, including those pertaining to
producers? pproved advertising materials.
Controls Reliance: Controls tested via documentation inspection, procedure observation and/or

corroborating Mry appear to be sufficiently reliable to be considered in determining the extent
of tra %ﬁesting procedures.

T Qn Testing Procedure: RNA obtained a list of home office and Massachusetts
producers’ approved sales and advertising materials. RNA reviewed five pieces of advertising
and sales material from the list for evidence of proper home office approval prior to use. RNA
also reviewed the Company’s website for disclosure of its name and address. Finally, RNA
sought evidence of whether the Company was using unapproved sales and marketing materials as
part of our new business testing and review of FAD reports.

Transaction Testing Results:

Findings: None.
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Observations: The testing results indicated that the Company’s process for approving
advertising and sales materials prior to use is functioning in accordance with its policies,
procedures and statutory requirements. The Company’s website disclosure complies
with the requirements of Division of Insurance Bulletin 2001-02. Finally, the results of
new business testing and review of FAD reports indicated no evidence that the Company
or its producers used unapproved advertising and sales materials.

Recommendations: None.

Standard 111-2. Company internal producer training materials are in compw with
applicable statutes, rules and regulations.

Objective: This Standard is concerned with whether the Company’s pro e&%ing materials
are in compliance with state statutes, rules and regulations. g)
ndard:

Controls Assessment: The following controls were noted as part

s Company producer training programs tailored to

xperience level have been
ompany requires all producers
to complete its annual compliance meeting %, The Company specifically designs
additional programs for individual produc request by an RVP The Company
provides mandatory training courses fo p&@ctive producers to assist them in passing
the producer licensing examination.
= All training materials are reviewe proved by the Company’s marketing advisory
department prior to use.

corroborating inquiry appear to e iciently reliable to be considered in determining the extent

Controls Reliance: Controls testeg s&pcumentation inspection, procedure observation and/or
of transaction testing procedutes!

Transaction Testing P
training, and review,
policies and proc

. RNA interviewed individuals with responsibility for producer
raining materials for three training sessions for compliance with Company

Transaction ﬁst Results:

s: None.
‘% bservations: The Company’s producer training materials appear to be properly
designed and in compliance with Company policies and procedures. RNA’s review of
the above three training sessions indicated that the material appeared to be appropriate.

Recommendations: None.
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Standard 111-3. Company communications to producers are in compliance with applicable
statutes, rules and regulations.

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

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

= The Company’s quarterly newsletter to producers, entitled Walk the Talk, provides
information on Company policies and practices, changes to laws and regulations, p ct
updates and information, sales and marketing tips, producer and RVP {QI}S and
producer training. ‘%

= The Company’s Primerica On-Line internet portal allows produz@
Company’s policies and procedures regarding sales, marketing and.un
Primerica On-Line, a producer can also assist policyholders.. Wi
requests, and help them file claims.

obtain the
riting. Using
customer service

Controls Reliance: Controls tested via documentation inspecti Co&dure observation and/or
corroborating inquiry appear to be sufficiently reliable to be d in determining the extent

of transaction testing procedures. %
Transaction Testing Procedure: RNA reviewed W e k for Winter, Spring and Fall 2005,
and reviewed the Company’s Primerica On-Line i et"portal, for any evidence of improper or

misleading information. E
Transaction Testing Results: Q
Findings: None. &

Observations: The Co 5’3 communications to producers appear to be accurate and
reasonable, and no.i r or misleading information was noted.

Recommendations: N o@
* * * * *

Standard IM. ompany rules pertaining to producer requirements in connection with
replacements are in compliance with applicable statutes, rules and regulations.

M.GiL. 5, 8204 and 211 CMR 34.04.

Obi&ive: This Standard addresses appropriate replacement handling by the producer, including
identification of replacement transactions on applications and use of appropriate replacement
related forms.

M.G.L. c. 175, § 204 addresses the promulgation of regulations governing the replacement of life
insurance and annuities. Pursuant to 211 CMR 34.04, the agent or broker must submit to the
insurer as a part of the application: (a) a statement signed by the applicant regarding whether the
transaction involves the replacement of existing life insurance or annuities; and (b) a signed
statement as to whether the agent or broker knows that the transaction involves or may involve a
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replacement. In sales involving external replacement, producers must provide a copy of the
replacement notice to applicants at the time of application.

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

Written Company policies and procedures govern the replacement handling process.
All replacements are recorded in a consistent format in the Company’s replacement
register.

s The Company’s policies state that, for any replacement where the applicant has satisfied
the contestability period on the replaced policy, the applicant will not receive @ new
contestability period on the new policy face value up to the face value of the'r ed

policy.
The Company provides a 20 day free look on all external replacements.
The Company’s applications require a response from the applicant and® ducer as to

whether the policy applied for will replace another policy.

= The selling producer submits copies of the replacement disclos %s provided to and
signed by the applicant on the application date with the applica%

= Company personnel review applications and forms for @3 ness of replacement
information.

= The Company performs an alphabetical search of j administration system to
identify potential undisclosed replacements.

s Telephone interviews conducted with applic igher face policies to confirm
whether the application is a replacement. ﬁ

= Written company policy requires that notiQ(')s replaced carrier be sent within three
business days from the date the applicationtis received “in good order” in the home
office.

= The Company furnishes a policy s

a replacing carrier of the polic
s The Company pays reduced i
Controls Reliance: Controls te

corroborating inquiry appe
of transaction testing pr

to its policyholder upon receiving notice from
intention to replace a Company policy.
ions on internal replacements.

dvia documentation inspection, procedure observation and/or
fficiently reliable to be considered in determining the extent

Transaction Testi @dure: RNA selected a sample of 25 replacement sales from the
examination per evaluate the Company’s compliance with its policies, procedures and
regulatory r ts.

Transac%_estinq Results:

ndings: None.

Observations: The testing results showed that there was evidence of the applicants’ and
producers’ responses as to whether the sale is a replacement. Further, signed and
properly completed disclosure forms for each of the tested replacements were provided
for each replacement sale.

Recommendations: None.
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Standard 111-5. Company rules pertaining to company requirements in connection with
replacements are in compliance with applicable statutes, rules and regulations.

M.G.L. c. 175, § 204; 211 CMR 34.04, 34.05 and 34.06.

Objective: This Standard addresses appropriate replacement handling by the Company, including
identification of replacement transactions on applications, use of appropriate replacement related
forms, and timely notice of replacements to existing insurers.

M.G.L. c. 175, § 204 addresses the promulgation of regulations governing the replacement of life
insurance and annuities. Pursuant to 211 CMR 34.05, the Company shall inform its producets of
the requirements of 211 CMR 34.04 pertaining to agents and brokers. In additi %?CMR
34.06 requires the Company to obtain a statement signed by the agent or broker a:% her the
transaction involves or may involve a replacement. In sales involving an ex@ placement,
producers must provide a copy of the replacement notice to the applica the time of
%olicy summary to

ment or proposed

tion is received in the

s issued.

application. For external replacements, the replacing insurer shall sub
the existing insurer, and a written communication advising of th
replacement, by the earlier of seven working days from the date the

replacing insurer’s home or regional office, or from the date the r@:

Controls Assessment: See Standard I11-4 for controls regarding replacements.

Controls Reliance: See Standard 111-4 for controls r ing replacements.

Transaction Testing Procedure: RNA selected, a sample of 25 replacement sales from the
examination period to evaluate the Co& compliance with its replacement policies,

procedures and regulatory requirements. \

Transaction Testing Results: &

Findings: None.

Observations: ts of our testing showed the following:

ments tested were included on the Company’s replacement register.
external replacements tested, the Company provided notice to the replaced
r within seven days of its receipt of the application in the home office, as
uired by 211 CMR 34.06.
Q.« The replacement forms submitted with all replacement applications appeared to
Q be complete and timely provided to applicants.
= During the examination period the Company was not monitoring producers and
RVPs who have a high volume of replacement sales. The Company completed
development of such a monitoring system in June of 2006.

Recommendations: The Company, particularly the ARR or compliance department, should
monitor the timely use of the replacement activity reporting by the home office.
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Standard 111-6. An illustration used in the sale of a policy contains all required information
and is delivered in accordance with statutes, rules and regulations.

211 CMR 31.05.

Objective: This Standard is concerned with ensuring that illustrations, policy summaries and
buyer’s guides contain all required information, and are timely provided to applicants.

insurers to provide applicants with buyer’s guides and preliminary policy summaries befote the
application is signed, and with policy summaries before accepting premium. However, he
policy or policy summary contains an unconditional refund offer, the policy summa ay be
delivered with the policy.

Pursuant to 211 CMR 31.05, non-variable life insurance marketed through agentsﬁg:i‘res

Controls Assessment: The following controls were noted as part of this St%o

s The Company has written policies and procedures addressin ng
buyer’s guides, preliminary policy summaries and policy su%l .

= The Company reviews all submitted applications to ens all applicable questions
are answered, and that required forms and information ate“eonsistently filed.

= Producers submitting applications in the newly<adopted electronic format provide a
buyer’s guide to applicants at the time of sale, and*“thé”applicant attests in writing to the
receipt of the buyer’s guide. For non-e nic ‘application submissions, producers
provide a buyer’s guide to the applicant a e of sale, although the Company does not
maintain documentation showing that thez?ﬂro cer provided the buyer’s guide.

and distribution of

= Producers provide preliminary poli aries to the applicant at the time of sale or
shortly thereafter. Also, the poli der receives a policy summary with the policy,
which contains a 20 day free lgok d.

Controls Reliance: Controls te tem; ocumentation inspection, procedure observation and/or
corroborating inquiry appear to be.sufficiently reliable to be considered in determining the extent

of transaction testing :f%.
Transaction Testing Rro re: RNA interviewed Company personnel with responsibility for

new business pr 'hg-/and obtained supporting documentation. RNA reviewed advertising
materials used Company for reference to availability of a buyer’s guide and a policy

summary. elected 50 new business sales from the examination period, and verified that
each applicationysubmitted was signed and complete. Further, RNA reviewed the preliminary
policy aaries, policy summaries and disclosures, and verified that they were timely provided
to the icants. Finally, RNA noted whether the contracts received were consistent with those

Transaction Testing Results:

Findings: None.

Observations: Based on the testing results, advertising materials used by the Company
include a reference to availability of a buyer’s guide and policy summary. RNA noted
that the applications submitted were signed and complete, and that the producer and/or
the Company timely provided preliminary policy summaries, policy summaries and other
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disclosures to applicants. Contracts received by applicants were issued consistent with
their applications, or any changes resulted in full disclosure to the applicants.

Recommendations: None.

Standard 111-7. The company has suitability standards for its products when required by
applicable statutes, rules and regulations.

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

Controls Assessment: The following controls were noted as part of this Standard:‘@)

hich require
# While insurance
and acceptable, the

= The Company’s Primerica On-Line contains policies and pro
producers to ensure that products meet the needs of appli
underwriters review all applications to ensure that they are
Company does not perform any additional needs assess

challenge the assessment made by the producer. =responsibility for needs
assessment lies with the producer.

= The Company’s applications require submission ation regarding the applicant’s
income, family status, and other insurance in- to assist in determining their

insurance needs.

s The Company’s FAD performs annual co@mce audits of each RVP to monitor their
compliance with contractual requirement

= The Company’s ARR conducts periedic.independent compliance audits of the field audit
department. 6

Controls Reliance: Controls tested @rjmentation inspection, procedure observation and/or
corroborating inquiry appear to§ iciently reliable to be considered in determining the extent

of transaction testing procedure

Transaction Testing Pm%. RNA interviewed Company personnel with responsibility for
new business proc s@ d obtained supporting documentation. RNA selected 50 new
business sales frg amination period, and verified that the application submitted for each
sale was signe mpleted in accordance with Company policy. RNA further reviewed the
application e, and confirmed that the policy appeared to meet the applicant’s needs. RNA

reviewed.and ussed with field audit department management, a summary of the field audit
reports, partieularly those field audits where the RVP rating was substandard. Finally, RNA

Transaction Testing Results:

Findings: None.

Observations: The application submitted for each new business sale tested was signed
and completed in accordance with Company policy. Documentation on the application
for each sale supported that the term life product appeared to meet the applicant’s needs.
RNA'’s review and discussion of a summary of the field audit reports indicated that the
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field compliance audits appeared to be conducted annually for each RVP, and that
deficiencies appeared to be addressed timely. Finally, RNA’s review and discussion of
the ARR audit reports indicated that their compliance audits of the FAD appeared
thorough, and any deficiencies appeared to be addressed timely.

Recommendations: None.

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

No work performed. This Standard is not covered in scope of examination because pany
does not offer such products anywhere it is licensed.

* * * * *

Standard 111-9. The company’s policy forms provide re \{)jlsclosure material
regarding accelerated benefit provisions.

211 CMR 55.06.

Objective:  This Standard is concerned with the @ disclosures related to accelerated
benefits coverage.

211 CMR 55.06 requires that a disclosure st concermng accelerated benefit provisions on
life insurance be provided to the applicant @ ime of application.

Controls Assessment: See Standard Y@controls over policy form content and filing.

Controls Reliance: See Standa \&GYOr controls over policy form content and filing.

Transaction Testing Pro RNA interviewed Company personnel with responsibility for
new business processi obtained supporting documentation. RNA selected 50 new
business sales fro amination period, and verified that each application included the
applicant’s writt nowledgment of having received required disclosures related to accelerated
benefit coverlx dard component of the Company’s term products.

Transactioh Testing Results:

Q ndings: None.
Observations: The application submitted for each new business sale tested included the
applicant’s written acknowledgment of having received required disclosures related to
accelerated benefit coverage.

Recommendations: None.
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Standard 111-10. Policy application forms used by depository institutions provide required
disclosure material regarding insurance sales.

Gramme-Leach-Bliley Act and Rule 12 CFR Parts 14, 208, 343, and 536.

No work performed. The Company does not offer its products through depository institutions.

* * * * *
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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 IVV-1. Company records of licensed and appointed (if applicable) producers agree
with department of insurance records.

M.G.L. c. 175, 8§ 1621 and 162S; Division of Insurance Bulletins 98-11 and 2001-14; 18
U.S.C. §1033.

Obijective: This Standard compares the Company’s and the Division’s agent lice rds.

for that authority line. Further, no producer may act as a Company less appointed by
them pursuant to M.G.L c. 175, § 162S. Pursuant to 18 U.S.C. the Violent Crime
Control and Law Enforcement Act of 1994 (“Act”), it is a criminal for anyone “engaged
in the business of insurance” to willfully permit a “prohibit ” to conduct insurance
activity without the written consent of the primary insuranc or. A “prohibited person” is
an individual who has been convicted of any felony inv' honesty or a breach of trust or

M.G.L c. 175, § 1621 requires that all persons who solicit, sell or negotiatﬁ:'nsge be licensed

certain other offenses, who willfully engages in the b insurance as defined in the Act.
In accordance with Division of Insurance Bulleti -11 and 2001-14, any entity conducting
insurance activity in Massachusetts must notify Ivision in writing, of its agents and
employees who are affected by this law. Individuals “prohibited” under the law may apply to the
Commissioner for written consent, and mu engage or participate in the business of insurance
unless and until they are granted such co

JR(
Controls Assessment: The following co s were noted in review of this Standard:

e The Company’s produc e representatives in the PFS distribution channel who sell
the Company’s life.i ce products, and other financial services products offered by
Citigroup affili

e The Comp s are responsible for recruiting producers. The Company’s RVPs
also servi rimary supervisory and management structure for the PFS distribution

mmended by an RVP, an applicant submits his or her employment history,
inalyfinancial and other background information to the Company for evaluation. In
n, the applicant provides evidence that they hold a valid Massachusetts’ insurance

ucer license. Applicants who are not licensed insurance producers must complete an

Q 8 hour pre-licensing course offered by the Company and approved by the Division, to
qualify for an insurance license. The Company performs criminal background checks on
all applicants it deems in good order.

e Terms and conditions in the standard producer contract define the producer’s duties and
responsibilities, including their responsibility to maintain licenses, comply with laws and
regulations, and conduct business honestly and ethically.

= The Company requires that producers who sign a producer contract be appointed as an
agent within 15 days from the date the contract is executed.

= The Company seeks the Division’s approval regarding the appointment of any
“prohibited person” when the Company wishes to appoint such an agent.
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= A Company database tracks all agent appointments and producer licenses, and the
Company periodically reconciles its agent records to those from the Division.

= The Company’s ARR conducts periodic independent compliance audits to monitor
compliance with various Company policies and procedures, including those pertaining to
producer licensing and appointment.

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: RNA interviewed Company employees with responsi for
producer contracting and processing of agent appointments. RNA selected 50 new busipess sales
from the examination period for testing, and verified that the selling producer f le was

included on the Division’s list of the Company’s appointed agents.

Transaction Testing Results: %
Findings: None. §)

Observations: RNA noted that the producer for e @tested was included on the
Division’s list of the Company’s appointed agents.®, RNA noted that the Company
provides written notice to producers of the re% of 18 U.S.C. § 1033.

*

Recommendations: None. Q
* * A\

Standard 1VV-2. Producers are proper
the jurisdiction where the applicati

@skd and appointed (if required by state law) in
en.

M.G.L. c. 175, 8§ 1621 and 162 ivision of Insurance Bulletins 98-11 and 2001-14; 18
U.S.C. §1033.

Objective: This Stand
appointed. See also $

Insurance Bulleti

M.G.L c. 17% requires that all persons who solicit, sell or negotiate insurance be licensed
for that authority:line. Further, no producer may act as an agent of the Company unless appointed
by the y pursuant to M.G.L c. 175, § 162S.

ddresses the requirement that producers be licensed and agents be
rd 1V-1 for discussion of 18 U.S.C. § 1033 and related Division of
and 2001-14.

C@)K ssessment: Refer to Standard 1V-1.

Controls Reliance: Refer to Standard 1V-1.

Transaction Testing Procedure: RNA interviewed Company employees with responsibility for
producer contracting and processing of appointments, and reviewed the Company’s standard
producer contracts. RNA selected 50 new business sales from the examination period for testing.
RNA verified that the selling producer for each sale was included on the Division’s list of the
Company’s appointed agents at the time of sale.
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Transaction Testing Results:

Findings: None.

Observations: RNA noted that the producer for each sale tested was properly licensed
and appointed when the application was taken.

Recommendations: None.

Standard 1V-3. Termination of producers complies with applicable standar
regulations regarding notification to the producer and notification to the stateyi

M.G.L. c. 175, § 162R and 162T.

Objective: This Standard addresses termination of agents, and the @nt that companies
notify the regulator and the agent of such terminations. %

M.G.L. c. 175, § 162T requires that the Company notify the i in writing within 30 days of
the effective date of an agent’s termination, including the on.for any “for cause” terminations
as defined in M.G.L. c. 175, § 162R.

Controls Assessment: The following controls were%d in review of this Standard:

= The Company’s producer contrac pointments are “perpetual” until terminated
with notice, or “for cause.”

= The Company’s written policy is tify the Division of all agent terminations and the
reason for any “for cause” te ion.

= The Company periodically
= The Company’s ARR
compliance with vari
supervision an i

ciles its agent records to those from the Division.
cts periodic independent compliance audits to monitor
mpany policies and procedures, including those pertaining to
ion of producers.

Is tested via documentation inspection, procedure observation and/or
pear to be sufficiently reliable to be considered in determining the extent
ng procedures.

Controls Reliance:
corroborating ingui

of transaction‘&'

esting Procedure: RNA interviewed company employees with responsibility for
gent terminations. RNA selected 10 terminations from the examination period from
Division’s and the Company’s records to compare the termination dates. RNA inquired
whether any terminations were “for cause,” and if the reasons for any such terminations were
timely reported to the Division.

Transaction Testing Results:

Findings: None.

Observations: The results of testing showed that all 20 terminations tested were timely
reported to the Division. None of the terminations tested was “for cause.”
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Recommendations: None.

Standard 1V-4. The company’s policy of producer appointments and terminations does not
result in unfair discrimination against policyholders.

Objective:  The Standard addresses the Company’s policy for ensuring that producer
appointments and terminations do not unfairly discriminate against policyholders.

Controls Assessment: Refer to Standards 1V-1 and 1V-3. é\)

Controls Reliance: Refer to Standards V-1 and 1V-3.

Transaction Testing Procedure: RNA interviewed individuals with r
contracting and processing of appointments. RNA selected 10 termi
period from both the Division’s and the Company’s records
documentation for each of the terminations for any evidence @1
r

policyholders resulting from the Company’s policies regq

terminations. %

ibility for producer
m the examination
ng. RNA reviewed
r discrimination against
oducer appointments and

Transaction Testing Results:

Findings: None. i
Observations: RNA’s testln 0 evidence of unfair discrimination against

policyholders resulting from any s policies regarding producer appointments
and terminations.

Recommendations: None. y} Z
* *

Standard 1V-5. @I?of terminated producers adequately document reasons for
terminations.

M.G.L. c. 175, §:162R and 162T.

Obje e Standard addresses whether Company records of terminated agents adequately

d%a the action taken

Purstiant to M.G.L. c. 175, § 162T, the Company must notify the Division in writing within 30
days of the effective date of an agent’s termination, and of the cause for any “for cause”
termination as defined in M.G.L. c. 175, § 162R.

Controls Assessment: Refer to Standard IV-3.

Controls Reliance: Refer to Standard 1V-3.
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Transaction Testing Procedure: RNA interviewed company employees with responsibility for
processing agent terminations. RNA selected 10 terminations from the examination period from
both the Division’s and the Company’s records to search for evidence of any “for cause”
terminations.

Transaction Testing Results:

Findings: None.

Observations: RNA noted through testing that Company records adequately document
the reasons for an agent’s termination, and that none of the terminations tested “for

cause.”
Recommendations: None. Q%

Standard IVV-6. Debit producer accounts current (account balan Nin accordance with
the producer’s contract with the company. é\

Objective: The Standard is concerned with whether the s contracts with producers
limit excessive balances with respect to handling funds. %
Controls Assessment: The following controls were in review of this Standard:
= The Company’s policies are billed on
excessive balances owed by produ

ect basis, mitigating the possibility for

= The Company advances commi 0 producers based upon sales of first year
premium, but does not pay<commiissions on renewal premiums. The Company’s
commission advance and ch pack system calculates commissions and bonuses
payable to the producer ba on the producer’s commission hierarchy.

= The Company activ rs producers’ balances to ensure that outstanding amounts
are not excessive.

i;tested via documentation inspection, procedure observation and/or
ar to be sufficiently reliable to be considered in determining the extent
ocedures.

Controls Reliance:
corroborating in
of transaction

Transactien Testing Procedure: RNA interviewed individuals with responsibility for producer
contracting-and commission processing. RNA reviewed commission activity for 10 producers for
selected sales from the examination period to ensure that commissions were paid in accordance
W%j ompany’s standard commission scales and contract terms. The Division’s financial
examiners are also evaluating producers’ debit balances in conjunction with the ongoing financial
examination of the Company.
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Transaction Testing Results:

Findings: None.

Observations: Based upon review, producers’ debit balances and commissions paid
appear to comply with the producer contract.

Recommendations: None.
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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 of
advance notice.

M.G.L. c. 175, 8§ 110B, 187C and 187D.

Objective: This Standard addresses efforts to provide policyholders with suffi wvance
notice of premiums due and disclosure of the lapse risk due to non-payment. ‘%

Pursuant to M.G.L. c. 175, 8110B, no individual life policy may lapse. f npayment of
premium until three months after the premium due date, unless, withi %s prior to the due
date, the Company has mailed a notice to the policyholder showing % m due and the due
date, with notice that the policy will lapse if no payment is made=on before the due date.
M.G.L. c. 175, 88187C and 187D require the Company o% ide written notice to the

policyholder for policies it cancels, including cancellations f ayment of premium.
Controls Assessment: The following controls are pu% ritten Company policy and were

noted in review of this Standard:

although, the majority of premium hly and paid electronically by pre-authorized
check (“PAC™).
= Billing notices for policies arg ge ed and mailed to the policyholder 20 days prior to
the premium due date. The bi otice states that the policy will lapse unless payment
t

I
is made by the due date
= A late payment offer is 2 days after the due date if no payment has been received,
with notice that t ill lapse 62 days after the original due date if no payment is
is-also notified of the overdue premium for conservation efforts.
es’a maximum of two attempts to collect premiums paid by PAC. If
nt funds, a notification letter to the policyholder states that he or she
has 30 ake payment, and the future billings will be made on a quarterly basis.
m The any sends renewal notices 60 days prior to the policy renewal date, notifying
the,policyholder of any increase in premium or scheduled changes in coverage.
. ‘@eompany has established time and service standards to monitor the timely
Q@ essing of these transactions. These standards are integrated into the Company’s
ritten policies and procedures for each department.

= The Company directly bills life premiums on-an annual, semi-annual or quarterly basis,
%o%t

s The Compan
there are i

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: RNA discussed billing procedures with Company personnel and
obtained supporting documentation, including time and service standard comparison results.
RNA selected 10 lapses that occurred during the examination period to test whether adequate
notice was given prior to lapse.
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Transaction Testing Results:

Findings: None.

Observations: The Company gave timely and adequate advance notice to the
policyholder prior to each of the tested lapses, in compliance with statutory requirements.
Premium billing notices included required disclosure of potential lapse in the event of
non-payment. The Company’s time and service results indicate that the Company is
meeting its time and service standards.

Recommendations: None.
* * * * * *

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

M.G.L. c. 175, § 187H; 211 CMR 34.06.

Obijective: This Standard addresses the Company’s procedures =% that customer surrender
requests are processed timely. Objectives pertaining t issuance are included in
Underwriting and Rating Standard V1-9.

M.G.L. c. 175, 8 187H requires companies to gi olders a 10 day free look on life
policies with low face amounts, while Division poliey-requires that a 10 day free look be given on
all life policies. Further, 211 CMR 34.06 requires that a 20 day free look be given on life and

annuity replacements.
Controls Assessment: The following }@ere noted in review of this Standard:

= Upon an insured’s re e???surrender a insurance policy, the Company sends the
customer a form which must-be signed and returned by the policy owner. The Company
also communicates.t render request to the producer in an attempt to conserve the
fren is effective on the date the Company receives the signed form,

= All custo ave the right to return a newly purchased policy within 20 days of
iving ‘i pplicable premium down payments are then returned to the customer

with
&%p rom the producer who received a request to return the policy is sufficient to
%ﬂee the right of return. The Company refunds the premium to the policyholder.
Qw Company checks the United States Treasury Department’s Office of Foreign Asset
Q ontrol (“OFAC”) list before any surrender payment is made, to ensure that the
policyholder is not a prohibited party with which the Company may not do business.
= The Company has established time and service standards to guide the processing of these
transactions.

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: RNA discussed policy surrender procedures with Company
personnel and obtained supporting documentation, including time and service standard
performance. RNA selected 10 surrenders that occurred during the examination period to ensure
that surrenders were processed accurately and timely.

Transaction Testing Results:

Findings: None.

Observations: Each of the policy surrenders appeared to be processed accurately, 'mely
and in compliance with statutory requirements. The Company’s time an

performance results indicate that the Company is meeting its performance st‘\.affsv

Recommendations: None.

Standard V-3. All correspondence directed to the company i@vﬁ in a timely and

responsive manner by the appropriate department.
mvide timely and responsive

t Handling section.

Objective: This Standard addresses the Company’s proced
information to customers. Complaints are covered in the

Controls Assessment: The following controls were in review of this Standard:

s The Company’s client communication de rtment includes 32 representatives who
process address and billing chan forms for other requests and answer basic

questions about existing covera
s The Company conducts a ¢ gx% Service survey of new policyholders selected at
random, asking detailed questi out their experiences with the Company.
s  The Company has est Li%td,tlme and service standards to guide the processing of
e

responses to correspond
Controls Reliance: Con ted via documentation inspection, procedure observation and/or
corroborating |an|r 0 be sufficiently reliable to be considered in determining the extent
of transaction tes oeedures.

Transaction {%gq Procedure: RNA discussed correspondence procedures with Company
personnel-and obtained supporting documentation, including time and service performance results

service survey results. The Company’s response to correspondence related to the
ination areas is addressed for each specific Standard.

var minati i
%actlon Testing Results:

Findings: None.

Observations: RNA’s review of the Company’s time and service performance results
indicates that it is generally meeting its performance standards, and has adequate staff
and procedures to timely respond to customer inquiries. Our review of the customer
survey results indicates that new policyholders express strong satisfaction with the
Company based on their experiences.
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Recommendations: None.

Standard V-4. Reinstatement is applied consistently and in accordance with policy
provisions. M.G.L. c. 175, § 132(11).

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

M.G.L. c. 175, § 132(11) states that life insurance policies must allow reinstatement. \A){

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

is due. Reinstatements are accepted within one year of lapse up pletion of a policy
change form which revalidates health and key application j on. Reinstatement
requests require approval by the underwriting department e reinstated policy is
issued. The applicant receives a new two year contestab@ od upon reinstatement.

m The Company has established time and service stan easure performance against
department standards for processing of reinstate .

Controls Reliance: Controls tested via documenta @ ction, procedure observation and/or
corroborating inquiry appear to be sufficiently reliable to be considered in determining the extent

of transaction testing procedures.

= Company policy provides that policies lapse for non-payment 62 % the premium

Transaction Testing Procedure: RN sed reinstatement procedures with Company
personnel and obtained supporting .doc tation. RNA selected 17 reinstatements (nine
accepted, seven denied and one partially denied) from the examination period to ensure that
reinstatements were handled co s%ﬂy, timely and in accordance with policy provisions. See
Standard 1-10 for testing of the ment to provide the adverse underwriting notice for denied
reinstatement applications

Transaction Testing R@:b

Findi

D

ervations: The Company consistently and timely processed each of the reinstatement
tions tested in accordance with policy provisions.

Réo@ndations: None.

Standard V-5. Policy transactions are processed accurately and completely.

M.G.L. c. 175, 8§ 123, 126 and 139.

Obijective: This Standard addresses procedures for processing beneficiary and ownership changes
and conversions.
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M.G.L. c. 175, 8 123 requires a disinterested witness for beneficiary changes. M.G.L. c. 175, 8§
126 limits beneficiary changes once a married woman is named as beneficiary. M.G.L. c. 175, §
139 limits face amounts of conversions for rewritten policies with an effective date prior to the
exchange application date.

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

= Company policy provides for beneficiary and ownership changes to be effective upon the
signing and mailing of a properly completed form. Company policy requires a
disinterested witness signature for a beneficiary change, and a letter confirming the
change is sent to the policy owner. Letters confirming ownership changesije to

both the old and the new owners.
= Changes in insurance policy billing mode and address can be requested a ssed via

telephone. Qﬁ
m  The Company has established time and service standards to measure pe ance against
department standards for processing beneficiary and ownership :

Controls Reliance: Controls tested via documentation inspection %? re observation and/or
corroborating inquiry appear to be sufficiently reliable to be consideted-in determining the extent
of transaction testing procedures.

Transaction Testing Procedure: RNA discussed %’énge procedures with Company
personnel and obtained supporting documentation. ected five beneficiary changes and
three ownership changes from the examination pekiod to ensure that the Company processed
transactions accurately, timely and in accordance *with statutory requirements and policy
provisions.

Transaction Testing Results: (Q\:

Findings: None.

Observations: The.b
with statutory

lary changes tested were processed timely and in accordance
nts. The ownership changes tested were generally processed
ce with Company policy.

timely and i
Recommendatiqés%fne.
\ * * * *  *x

Stan . Non-forfeiture options are communicated to the policyholder and correctly
a accordance with the policy contract.

No work performed. The Company sells only term life products.

* * * * *
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Standard V-7. Reasonable attempts to locate missing policyholders or beneficiaries are
made.

M.G.L. c. 200A, 8§ 5A, 7-7B, 8A and 9.

Objective: This Standard addresses efforts to locate missing contract owners and beneficiaries
and to comply with escheatment and reporting requirements.

M.G.L. c. 200A, 88 5A, 7-7B, 8A and 9 state that a matured life policy is presumed abandoned if
unclaimed for more than three years after the funds become payable. Annual reporting he
State Treasurer’s Office regarding efforts to locate owners is required, and the st &;ﬁequire
payments to the State Treasurer’s Office for escheated property. Q‘%

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

The Company has policies and procedures in place to locate
Company policy requires that un-cashed checks, includin
refunds, be reported and escheated when the owner can

s  The Company annually reports escheatable funds
required by law.

olicyholders.
claims and premium
nd.

te Treasurer on May 1 as

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: RNA 's@d the Company’s procedures for locating missing
policyholders and escheatment of fu q\q’ Company personnel. RNA inquired whether the
financial examiners reviewed the V\& report the Company filed with the State Treasurer
regarding its escheatable funds.

Transaction Testing Resul&

Findings:
ervationst- The Company appears to have processes for locating missing
e

Obs ygﬁ;g

poli rs and beneficiaries, and appears to make reasonable efforts to locate such
individuals. RNA confirmed that the Division’s financial examiners reviewed the May 1
he Company filed with the State Treasurer. Thus, the Company appears to report

imed items and escheat them as required by law.

R&mendations: None.
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Standard V-8. The company provides each policy owner with an annual report of policy
values in accordance with statute, rules and regulations and, upon request, an in-force
illustration or contract policy summary.

No work performed. The Company sells only term life products.

* * * * *

Standard V-9. Unearned premiums are correctly calculated and returned to appxq%zte
party in a timely manner and in accordance with applicable statutes, rules and rwﬁi

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

Objective: This Standard addresses the calculation and timely return o%%yd premiums.

o% clude premiums paid
, 8§ 119C requires interest
sl=/c. 175, § 187C requires that
llation. M.G.L. c. 175, § 187D

ium was not paid. Interest on
this report.

M.G.L. c. 175, § 119B requires that proceeds payable under life
for periods beyond the end of the policy month of death. M.G.
to be paid on excess premium beginning 30 days after death.
return premium be made in accordance with the policy up
precludes remittance of unearned premiums where tl

unearned premium at death is also tested in Standar -6

Controls Assessment: The following controls )ge;@ notéd in review of this Standard:

= The Company’s policy adminis t systems automatically calculate the unearned
premium on cancelled poI|c and “Unearned premium after an insured’s death. The

Company returns such amounts pollcy owners or beneficiaries.
= The Company has esta d actively monitors time and service standards to ensure
that returns of unear ium are processed timely and accurately.

corroborating |an| to be sufficiently reliable to be considered in determining the extent
of transaction te ures.

Controls Reliance: sted via documentation inspection, procedure observation and/or
, 3
ro d

Transactionﬂs' Procedure: RNA discussed return premium calculation procedures with
Compa ersonnel, and obtained supporting documentation including time and service
perfo sults. RNA selected 10 surrenders that occurred during the examination period to
e% eturn premiums were properly calculated and timely returned.

Transaction Testing Results:

Findings: None.

Observations: Return premium for each of the surrenders tested was properly calculated
and timely returned. The Company’s time and service performance results indicate that
it is meeting its performance standards.

Recommendations: None.
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Standard V-10. Whenever the company transfers the obligations of its contracts to another
company pursuant to an assumption reinsurance agreement, the company has gained the
prior approval of the insurance department and the company has sent the required notices
to its affected policyholders.

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

the examination period.
* * * * * %

Standard V-11. Upon receipt of a request from policyholder for accelel benefit
payment, the company must disclose to the policyholder the effect of t equest on the
policy’s cash value, accumulation account, death benefit, premium, icyteans and liens.
Company must also advise that the request may adversely affect Fﬁsypient’s eligibility
for Medicaid or other government benefits or entitlements. %Q)

211 CMR 55.06(1)(b) and 55.110

This Standard is similar to Standard V11-12 and is therefo dressed in that Standard.
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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
(if applicable) or the company’s rating plan.

M.G.L. c. 176D, § 3(7).

Objective: This Standard addresses whether the Company uses and charges pr Mmium
rates. ‘%

Pursuant to M.G.L. c. 176D, & 3(7), it is an unfair method of competition ung/ discriminate
between individuals of the same class and equal life expectancy in rat ed for any life or
annuity contract, or other benefits payable, or in any other terms or cg i f such contracts.

t

andard:

Controls Assessment: The following controls were noted as part@

assure reasonable consistency in classification a of new and renewal business.

= The Company utilizes a multi-class under system for its level term life insurance
products. Tobacco/non-tobacco standard preferred rate category classify applicants
according to written guidelines bas on"the applicant’s medical history, family
history, height, weight, and person ory. Premium surcharges or discounts are used
to modify rates based upon the n@t r’s evaluation of claim risks and other factors.

s The Company uses softwar % omatically compute all product rates based on

applicant information and ratin sifications assigned by the underwriter.

= The Company has a pro es%.}og and document Division approval of all product rates to
comply with provisi ined in statutory underwriting and rating requirements.

s The Company has written underwriting policie% idelines which are designed to

Controls Reliance: Con ted via documentation inspection, procedure observation and/or
corroborating inquiry appearto be sufficiently reliable to be considered in determining the extent
of transaction testi ocedures.

Transaction ‘Testing Procedure: RNA interviewed Company personnel with responsibility for

determig%z?cfasses as part of the underwriting process. RNA selected 50 new business sales

ination period for testing, including products for which actuarial rate setting

from _the
do t on was filed with the Division. RNA further randomly selected 10 of these sales, re-
aélét

r e“premiums charged, and verified that the Company’s rate classifications complied with
statutery requirements.

Transaction Testing Results:

Findings: None.

Observations: The Company appears to be charging premiums in accordance with rate
information filed with the Division, and their rate classification process appears to
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comply with statutory requirements. Related product filings were also submitted to, and
approved by, the Division.

Recommendations: None.

Standard VI-2. All mandated disclosures for individual insurance are documented and in
accordance with applicable statutes, rules and regulations.

211 CMR 31.05.

This Standard addresses mandated disclosures for individual insurance polici ich are
required in accordance with statutes, regulations and Company policy. Require provide
illustrations, policy summaries, disclosures and buyer’s guides are included i rd 111-6 of

this report. :
* * * * *

accordance with applicable statutes, rules and regulations.

Standard VI-3. All mandated disclosures for group insun@ re” documented and in

* * *

No work performed. The Company does not offer group in Massachusetts.
*

Standard VI-4. All mandated disclosures for c¢kedit insurance are documented and in
accordance with applicable statutes, rules ulations.

No work performed. The Company (@VQI credit products in Massachusetts.
* * *

Standard VI-5. The comw not permit illegal rebating, commission cutting or

inducements.

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

Objective:  Thi dard prohibits illegal rebating, commission cutting or inducements in
connection wi of the Company’s products.

Pursuan%G.L. c. 175, 88 182, 183 and 184, no Company, or agent thereof may pay, allow,
or of or allow, any valuable consideration or inducement not specified in the contract, or
any other special favor. Similarly, under M.G.L. c. 176D, § 3(8), it is an unfair method of
competition to make or offer an insurance or annuity contract other than as expressed in the
insurance contract, or to pay, allow or give, any premium rebate, valuable consideration or
inducement not specified in the contract as inducement for such a contract.

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

= The Company has procedures to pay producers’ commissions in accordance with home
office approved written contracts.
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= The producer contracts and home office policies and procedures are designed to comply
with provisions contained in statutory underwriting and rating requirements, which
prohibit special inducements and rebates.

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: RNA interviewed company personnel with responsibility for
commission processing and producer contracting. RNA inspected producer contracts; new
business materials, advertising materials, producer training materials and manuals for in ions
of rebating, commission cutting or inducements. RNA reviewed commission activi ;
sales by 10 producers to ensure that commissions were paid in accordance with-the.Company’s
standard commission scales and contract terms, and to ensure that activity was r

Transaction Testing Results:

Findings: None. §)

Observations: Commission payments appear to able and did not indicate
unusual activity. Further, it appears that the Co rocesses for prohibiting illegal
acts, including special inducements and re%% unctioning in accordance with

Company policies, procedures and statutes.

Recommendations: None. >»
* * * *

Standard VI-6. All forms includin Yhsu,ts, riders, endorsement forms and certificates
are filed with the department of in ce, if applicable.

M.G.L. c. 175, 88 2B, 22, and ; ‘and Division of Insurance Bulletin 2001-05.

Objective: This Standa ses the required filing of all policy forms and endorsements.

Pursuant to M.G.

, 8 2B, no policy form of insurance may be delivered to more than 50

it*has been on file with the Division for 30 days, or the Division approves the

ime. Further, no life, endowment or annuity form may be delivered unless it

dability guidelines. M.G.L. c. 175, 8 22 sets forth unauthorized policy

provisions -and M.G.L. c. 175, § 132 sets forth a 30 day filing requirement and identifies

mandated, provisions for life, endowment and annuity forms. Finally, Division of Insurance
helgl

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

= The Company uses forms, rates, contract riders, endorsement forms, and illustrations that
are developed by teams from its actuarial, marketing, legal, compliance and information
technology departments.

s The Company’s written underwriting guidelines are designed to assure reasonable
consistency in classification of risks.
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» The Company documents Division approval of all such forms, contract riders,
endorsement forms and illustrations to comply with statutory provisions.

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: RNA interviewed individuals with responsibility for preparing
and obtaining Division approval for forms, contracts, riders, endorsement forms, and policy
summaries. RNA selected 50 new business sales from the examination period for testing, and
examined the policy form used for each sale. RNA selected 11 of the most common ed
policy forms from the sample, and verified that these contract forms, riders, endor. ntyforms
and illustrations were approved by the Division.

Transaction Testing Results: Q
Findings: None. @3
utilized contract forms,

Observations: Based upon the testing performed, the C

Recommendations: None.
* * *

Standard VI-7. The company’s under itiM practices are not to be unfairly
discriminatory. The company adheres icable statutes, rules and regulations, and
company guidelines in selection of ris

M.G.L. c. 175, §§ 120, and 120A -1 oxc;.l_. c. 176D, § 3(7); 211 CMR 32.00 et seg.

Objective: This Standard addresses unfair discrimination in underwriting.
Pursuant to M.G.L. c.
class and equal life
or annuities, or o
discrimination i

0, no Company may discriminate between insureds of the same
ancy with regard to premiums or rates for life or endowment insurance
dends or other benefits. M.G.L. c. 175, 88 120, and 120A-120E prohibit
issuance of life insurance policies against those with mental retardation,
blind person& Ividuals with Diethylstilbestrol (“DES”) exposure, domestic abuse victims, as
on-the basis of genetic tests. Pursuant to M.G.L. c. 176D, § 3(7), it is an unfair method of
%ﬂe unfairly discriminate between individuals of the same class and equal life

cy in rates charged for any life or annuity contract, or in any other of the terms and

ons of the contracts it makes. Finally, mortality tables must conform to the requirements
set forth in 211 CMR 32.00 et seq.

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

= Company policy prohibits unfair discrimination in underwriting in accordance with
statutory requirements, and its written underwriting guidelines are designed to assure
reasonable consistency in classification and rating of risks.

= Company policy is to utilize mortality tables that conform to regulatory requirements.
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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:  RNA interviewed individuals with responsibility for
underwriting and classification of risks. RNA selected 50 new business sales from the
examination period for testing, and verified that the policy form for each sale was approved by
underwriting with no evidence of discriminatory rates or contract provisions.

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

Observations: Based upon testing, the Company’s underwriting and ractices do
not appear to be unfairly discriminatory, and the Company app 0 adhere to
applicable statutes, rules and regulations.

Recommendations: None. §)

* * * * *

Standard VI-8. Producers are properly licensed ointed (if required) for the
jurisdiction where the application was taken.

Refer to Standards V-1 and V-2 in the Producer I_Qwing Section.

* * * *

Standard VI1-9. Policies and riders eWed or renewed accurately, timely and completely.

M.G.L. c. 175, §§ 123, 130 an 135"7»

Objective: This Standa ses whether the Company issues life policies and annuities
timely and accurately

M.G.L. c. 175, Q}I 131 require a written application for issuance of life policies, and a
signed applicati attached to a life or annuity contract. M.G.L. c. 175, 8 130 requires that
no life policyxa uity issued be dated more than six months prior to the application date if the

uldrate at an age younger than the age at the nearest birthday on the application date.

applican
See %’\/-4 for testing of reinstatements and Standard VI-10 for testing of insurance
a%o rejected by the Company.

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

= The Company has written underwriting guidelines and procedures that require
compliance with M.G.L. ¢. 175, 8§ 123, 130 and 131.

= All new business applications and supporting information submitted to the Company are
reviewed by the new business department for accuracy and completeness using an “in
good order” checklist. Once all the required information is received, insurance
applications are considered “in good order” and are assigned to an underwriter for further
evaluation.
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= Company underwriters review all insurance applications to ensure that they are complete
and internally consistent, and obtain any additional information needed to make an
underwriting decision.

= The Company established and monitors service standards to ensure that insurance
policies and riders are issued timely and accurately.

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: ~ RNA interviewed individuals with responsibi or
underwriting and policy issuance, and selected 50 new business sales from the é%ry\ation
period for testing. RNA reviewed the insurance policies and riders issued for ead% ensure

that they were reasonably timely, accurate and complete.

Transaction Testing Results: %
Findings: None. §)

Observations: Based on the results of testing, i that contracts issued are
reasonably timely, accurate, complete and in .accotdance with Company policies,
procedures and statutory requirements.

Recommendations: None. Q
* * »\ *

Standard VI1-10. Rejections and decli @&e not unfairly discriminatory.

M.G.L. c. 175, §8 120, 120A -120E;"MG.L. c. 1751, § 12; M.G.L. c. 176D, 8 3(7).

Objective: This Standard addresse 5hether application denials are fair.

Pursuant to M.G.L. c. 0, no Company may discriminate between applicants of the same
class and equal life x ¢y with regard to premiums or rates for life or endowment insurance,
annuities, or on dividends or other benefits. M.G.L. c. 175, 88 120, and 120A-120E prohibit
discrimination i issuance of life insurance policies against those with mental retardation,
blind persons;.individuals with DES exposure, domestic abuse victims, as well as on the basis of
genetic tests.

M. @1 I, § 12 states that an adverse underwriting decision may not be based, in whole or in
p@j previous adverse underwriting decision, on personal information received from certain
insurance-support organizations or on sexual orientation. Pursuant to M.G.L. ¢. 176D, § 3(7), it
is an unfair method of competition to unfairly discriminate between individuals of the same class

and equal life expectancy in rates charged for any life or annuity contract, or other benefits
payable, or in any other of the terms and conditions of such contracts.

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

= The Company has written underwriting guidelines and policies that prohibit
discrimination in accordance with statutory requirements.
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= Company underwriting approval processes and procedures, training of home office
underwriters and producer communications are designed to prohibit unfair
discrimination.

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:  RNA interviewed individuals with responsibility for
underwriting, policy issuance, policy application, and rejections. RNA selected 10 applications
rejected by the Company during the examination period to ensure that the reason for the'r ion
was in accordance with the Company’s written underwriting guidelines. Further,
that written notice of reasons for an adverse decision was provided to the applica i
with statutory requirements. Finally, RNA verified that the initial premlum ned to the
applicant after an application rejection.

Transaction Testing Results: %:j

Findings: None.

Observations: Based on the results of testing, it %Q that the Company’s processes to

prohibit unfair discrimination in underwriting ction of risks are functioning in
accordance with Company policies, procedures statutory requirements, and that
written notice of reasons for adverse und i decisions was provided to applicants.

The Company appears to provide imely return of initial premium to rejected
applicants.

Recommendations: None. (&
* * *

Standard VI-11. Cancellation r‘f;renewal reasons comply with policy provisions and state

laws and company guideli
M.G.L. c. 175, § 132(2). ;;

Objective: T rd addresses whether the reasons for a cancellation or non-renewal are
valid accord olicy provisions and state laws.

fort nless there has been: (1) non-payment of premium; (2) a violation of the terms of

§ 132(2) requires that a life insurance policy be incontestable after being in-force
for military service during wartime; or (3) if the Company so elects, to contest the
ay nt of disability or accidental death benefits. Insurance policies issued in Massachusetts are

contestable after two years in-force when evidence of insurance fraud exists.

Controls Assessment: The Company does not have a contractual right to cancel any policy absent
the conditions set forth above, but may in some cases, rescind the policy. Refer to Standard VI-
12.
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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: RNA selected 10 lapses for non-payment from the examination
period to test for compliance with Company guidelines and statutory requirements.

Transaction Testing Results:

Findings: None. )«

Observations: Based upon review and testing, RNA noted no instance ﬁ\lm})roper
coverage cancellation for non-payment of premium. %

Recommendations: None.
* * * * * ‘

Standard VI1-12. Rescission is not made for non-material misre \afion.

M.G.L. c. 175, § 132(2).

Objective: The Standard addresses whether (a) rescm %ﬁies indicate a trend toward post-
claim underwriting practices; (b) decisions to res ade in accordance with applicable

statutes, rules and regulations; and (c) Compan rwrltlng procedures meet incontestability
standards. é
I

M.G.L. c. 175, § 132(2) requires that a rance policy be incontestable after being in-force
for two years, unless there has been: -payment of premium; (2) a violation of the terms of
the policy for military service durin me; or (3) (if the Company adds such language) to
contest the payment of disabi 'tykvcudental death benefits. Insurance policies issued in
Massachusetts are contestable after, two years in-force when evidence of insurance fraud exists.

Controls Assessment: T ing controls were noted as part of this Standard:

= The Co s not have a contractual right to cancel insurance coverage absent the
conditi et:forth above, but may in some cases rescind the policy.

" Theég”l5 any’s underwriting process considers the risk of material misrepresentation by

licants, and attempts to corroborate application information received, including health

i;l
G‘I ases considered for rescission are reviewed by the underwriting department.

e rare decisions to rescind policies are reviewed by the legal staff.
Rescissions are only made for material misrepresentations within the first two years after
the policy is issued.

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: Because grounds for rescission in Massachusetts are limited and
such incidents are rare, RNA did not directly test the Company’s rescission procedures, but
looked for evidence of improper rescission in tests of complaints, lapses, declinations and claims.

Transaction Testing Results:

Findings: None.

Observations: Based upon review and testing, RNA noted no instances of improper
rescission.

Recommendations: None.
* * * * *

Standard VI1-13. Pertinent information on applications that form a faﬁ\aj‘)the policy is

Objective: This Standard addresses whether (a) the requested
Company verifies the accuracy of application information; (

complete and accurate.
e is issued; (b) the

plicable non-forfeiture and
pplements to applications are

initialed by the applicant; and (e) supplemental applicatio Sare u d where appropriate.

Controls Assessment: Refer to Standard I11-6 and S %

Controls Reliance: Refer to Standard 111-6 ar%gm VI-9.

Transaction Testing Procedure: Refer t @1 111-6 and Standard VI-9.

Transaction Testing Results: Refe t&rd [11-6 and Standard VI-9.

Recommendations: Refer to @@?’
&

I1-6 and Standard V1-9.

I
* * * * *

Standard VI-14, \crfmpany complies with the specific requirements for AIDS-related

concernsin a% e with statutes, rules and regulations.
211 CMN(% 6.06 and 36.08.

\his Standard addresses procedures to ensure that the Company does not use medical

211 CMR 36.04 sets forth prohibited practices with respect to AIDS-related testing and
information. Pursuant to 211 CMR 36.05, an applicant must give prior written informed consent
before an insurer may conduct an AIDS-related test. 211 CMR 36.06 specifies that the insurer
must notify the insured, or his/her designated physician, of a positive test result within 45 days
after the blood sample is taken. 211 CMR 36.08 prohibits insurers from requesting any
information about the sexual orientation of applicants, policyholders or beneficiaries.
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Controls Assessment: The following controls were noted as part of this Standard:

= The Company’s new business submission requirements address compliance with 211
CMR 36.04-36.06 and 36.08 in life insurance underwriting.

= The Company has a specific form including required Massachusetts disclosures found in
211 CMR 36.05 that is provided at the time an application is taken.

= The Company’s procedures require the applicant to acknowledge in writing that he or she
understands his or her rights regarding the tests for HIV status that are required for
underwriting.

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

Transaction Testing Procedure: RNA selected 50 new business sales ron@ examination
period to verify that the Company obtained signed Massachusetts AIDS eéadisclosure notices
from the applicants. In testing of underwriting denials, RNA Ioo@

discrimination.

vidence of unfair

Transaction Testing Results: 0

Findings: None. Q
Observations: Based on testing, it appearQ;t e Company obtains the Massachusetts
AIDS testing disclosure notice from_applicants in accordance with Company policies,

procedures and statutory requirements. A noted no evidence of unfair discrimination

in the denial of coverage. \
Recommendations: None. &
v« * * *

Q
Q
@}

*
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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 VII-1. The initial contact by the company with the claimant is within the
required time frame.

M.G.L. c. 176D, § 3(9)(b).

Objective: The Standard addresses the timeliness of the Company’s initial co Mh the
claimant. %

Pursuant to M.G.L. c. 176D, § 3(9)(b), unfair claims settlement prac Qde failure to

promptly address communications for insurance claims. %g
Controls Assessment: The following controls were noted in review C% ims Standards:

Written policies and procedures govern the Compan handllng processes.
When a death or waiver of premium claim is re rough an producer, by mail, or
through the Company’s 800 phone number, th s registered in the claim tracking

covering the same insured. The contract en “pended” in the policy administration
system, and a claim form is automatically.sent'to the claimant. The Company also has a
process to communicate quarterl itigroup affiliates to share claim payment
potential claimants with multiple policies.

information in a further effort to lo %

s Once the claim form is recei X home office, it is assigned to a claims examiner
based upon a predetermined do uthority limit. The claims examiner investigates the
claim to ensure all doc rr%«w’on is received, including a certified death certificate, a

other information needed to verify coverage, and then

thorize payment to the beneficiary. The claims examiner checks

epartment of Revenue (“DOR”) website to ensure compliance with
the Intercep am requirements for unpaid child support and taxes.

s The Co itests few claims, as most are received after the two-year contestable
period ed. After contestable claims are investigated by the claims examiner, a
referﬂ»1 e SIU and/or legal department is made when necessary. All denied or
cempromised claims require two levels of supervisory review and approval.

. husetts claim settlement amounts include the payment of interest beginning 30
after the Company receives the claim. The Company calculates claim payments

Q ing interest rates required by state statute, and may also include return premium

amounts as applicable. A checklist documenting the examiner’s review and approval of
the claim payment is completed and included in the claim file. The Company’s goal is to
process 75% of “in good order” claims within one to three days, 95% within four to six
days, and 100% within seven to 15 days. All claim payments greater than $400,000
require supervisory review. The claims department also conducts a post claim audit of all
claim files as a quality assurance review procedure.

= The payees for all claim disbursements are checked against Citigroup’s OFAC list as
required by law.

system. The policy is researched to deter% its status and to search for other policies
S
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s The Company offers a life insurance accelerated benefit rider which allows early
payment of a death benefit when an insured is living but has a terminal illness. Such
benefit requests must be validated by an attending physician’s statement. A disclosure
statement providing required disclosures including possible tax implications and the
possible effect on eligibility for Medicaid and Supplement Security Income is sent to the
claimant at the time of the request for accelerated benefits.

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: RNA interviewed Company personnel to underst &:}Iaims
handling processes and obtained supporting documentation. RNA selected 20 pai% claims,

and eight denied and/or compromised claims from the examination period to v@ t the initial

contact by the Company was timely.

Transaction Testing Results: %:j

Findings: None.

Observations: Based on the results of testing, .it, appears that the Company’s initial
contacts with the claimants are timely in acc ith its policies, procedures and
statutory requirements.

Recommendations: None. % )\«
* *

Standard VI1I-2. Investigations are‘)@}te/d in a timely manner.

M.G.L. c. 176D, 8 3(9)(c); M. .?gl 5, 88 24D and 24F; Division of Insurance Bulletin
2001-07.

Objective:  The Sta is” concerned with the timeliness of the Company’s claims
investigations.

Pursuant to M %&76& 8 3(9)(c), unfair claims settlement practices include failure to adopt
and impleme%asonable standards for the prompt investigation of a claim. M.G.L. c. 175, §
24D requites interception of non-recurring payments for past due child support, and M.G.L. c.
175, § = eguires communication with the DOR regarding unpaid taxes. Finally, Division of
% lletin 2001-07 requires that, upon receipt of a claim and proof of death, a Company

gently search its records, and those of its Massachusetts subsidiaries and affiliates, for

Ins ;
O
additienal policies insuring the same individual.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claims
handling processes and obtained supporting documentation. RNA selected 20 paid death claims,
and eight denied and/or compromised claims from the examination period to verify that (1)
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investigations are reasonable, (2) searches for multiple policies involving the claimant are
conducted, (3) statutory Intercept Program searches are completed and (4) OFAC checks are
conducted prior to claim payment.

Transaction Testing Results:

Findings: RNA noted that one paid death claim tested lacked evidence that the claims
examiner checked the DOR website for past due child support to comply with M.G.L. c.
175, § 24D, which requires interception of non-recurring payments. As a result of this
examination, the Company subsequently verified that the claimant was not included on

the DOR listing of individuals that owe past due child support. RNA also note 0
of the paid death claims tested lacked evidence that a multi-policy search erformed
as required by Division of Insurance Bulletin 2001-07. As a result of thi nation,

the Company subsequently verified that these two insureds did not hav: iple policies
with the Company or its affiliates.

Observations: The Company timely investigated the tested ¢ , searched for multiple
policies involving the claimant, completed statutory Int ogram searches and
completed required OFAC checks except as note . The Company has
implemented new claim processing procedures to t all required searches are
timely conducted. Based on the results of testingy.it appears that the Company’s

complete statutory Intercept Program searches.and,complete OFAC checks are generally

processes to investigate claims, search for g olicies involving the claimant,
functioning in accordance with its policies;‘proc

res and statutory requirements.

Recommendations: The Company, particularly
closely monitor the effectiveness of the

are being timely conducted in compli

ARR or the compliance department, should
ges’to the claim process to ensure that all searches
h-fegulatory requirements.

* * * * *

Standard VI1I-3. Claims ?ﬂ in a timely manner.
M.G.L. c. 176D, § 3(9)( 5;

Objective: Th %rd is concerned with the timeliness of the Company’s claim settlements.

Pursuant . . . 176D, § 3(9)(f), unfair claims settlement practices include failure to
effect pt fair and equitable claim settlements.

ssessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claim
settlement practices and obtained supporting documentation. RNA selected 20 paid death claims,
and eight denied and/or compromised claims from the examination period to verify that claim
settlements were timely.
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Transaction Testing Results:

Findings: None.

Observations: The settlement of the tested claims was timely. Based on the results of
testing, it appears that the Company settles claims in a timely manner in compliance with
Company policies, procedures and statutory requirements.

Recommendations: None.
* * * * *

Standards VI1-4. The company responds to claim correspondence in a timely‘@?ﬁ

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

Objective: The Standard addresses the timeliness of the Comp ;Bonse to all claim
correspondence.

Pursuant to M.G.L. c. 176D, 8§ 3(9)(b) and 3(9)(e), re, unfair claims settlement
practices include failure to promptly address communica ' or-insurance claims, and failure to
affirm or deny claim coverage within a reasonable tim@ “the claimant has given proof of loss.

Controls Assessment: See Standard VII-1. Q

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: R@rviewed Company personnel to understand claims
handling processes, and obtained \documentation supporting such processes. RNA selected 20
paid death claims, and eight deni /or compromised claims from the examination period to
verify that policyholder claim.co ondence was answered timely.

Transaction Testing R&

RNA noted that correspondence for the tested claims was answered
er. ased on the results of testing, it appears that the Company’s procedures to
wi- y correspond with claimants are functioning in accordance with its policies,

R&mendaﬁons: None.

\Standards V1I-5. Claim files are adequately documented.

Objective: The Standard addresses the adequacy information maintained in the Company’s claim
records.
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Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claims
handling processes, and obtained documentation supporting such processes. RNA selected 20
paid death claims, and eight denied and/or compromised claims from the examination period to
verify that claim files were adequately documented.

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

Observations: RNA noted that files for the tested claims were adeq ocumented
according to the Company’s policies and procedures. Based on re of testing, it
appears that the Company’s claim handling processes for do ing claim files are
generally functioning in accordance with their policies and p

Recommendations: None.
* * * * *

Standards VI11-6. Claim files are handled in acc@@vith policy provisions and state
law.

M.G.L. c. 176D, §§ 3(9)(d) and 3(9)(f); M.G,%%, § 119C.

Objective: The Standard addresses eppropriate claim amounts including applicable
interest have been paid to the appropriate ficiary/payee.

Pursuant to M.G.L. c. 176D, <88
practices include refusal to i
to effectuate prompt, fair

reasonably clear. M.
Company must pa

Controls Asse : ¥See Standard VII-1.

(d) and 3(9)(f), respectively, unfair claims settlement
s without conducting a reasonable investigation, and failure
table claim settlements of claims in which liability has become
5, 8 119C requires that once it has received proof of death, the
n claims beginning 30 days after the insured’s death.

Control@l&: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand claims
co ondence, documentation and handling. RNA selected 20 paid death claims, and eight
denied and/or compromised claims from the examination period, to verify that claim files were
adequately handled and documented.

Transaction Testing Results:

Findings: None.

Observations: RNA noted that files for the tested claims were adequately handled. RNA
noted one claimant was improperly overpaid for an increasing benefit rider included in

61




the insured’s policy that was not effective until the policy’s next renewal date. The
Company stated that the error was an isolated manual error, and not a systemic error.
After discovering the error, the Company ultimately determined that it would not pursue
return of the overpaid amount from the claimant. Based on the results of testing, it
appears that the Company’s claims handling processes are generally functioning in
accordance with their policies, procedures, and statutory requirements.

Recommendations: The Company, particularly the ARR or the compliance department, should
monitor the claims settlement process for claims with increasing benefit riders to ensure that such

claims are properly adjudicated. A{

Standard VII-7. Company claim forms are appropriate for the type of produ@

Obijective: The Standard addresses the use of claim forms that are appropr @ e policy.

Controls Assessment: See Standard VII-1. :@

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Com sonnel to understand the claim
forms used and obtained supporting documentation. ected 20 paid death claims, and
eight denied and/or compromised claims from theQ ion period, to verify that claim forms

were appropriate for the policies.

Transaction Testing Results: é k

Findings: None.

Observations: RNA n tew hat claim forms for the tested claims were appropriate
and used in accordance withithe Company’s policies and procedures.

Recommendations: N

Standard VI im files are reserved in accordance with the company’s established
procedures.

Obie@' %e Standard addresses the reserving of filed claims.
0

Assessment; See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand its claim
reserving practices. RNA selected 20 paid death claims, and eight denied and/or compromised
claims from the examination period, to evaluate whether such claims should be reserved as of the
claim review date. The Division’s financial examiners and actuaries are also testing reserving in
conjunction with the ongoing financial examination of the Company.
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Transaction Testing Results:

Findings: None.

Observations: RNA noted that none of the tested claims appeared to require
establishment of a claim reserve as of the claim review date, and all appeared to be
properly closed.

Recommendations: None.
* * * * *

Standard VII-9. Denied and closed-without-payment claims are handled~i cérdance
with policy provisions and state law. 0

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

Objective: The Standard is concerned with the adequacy of the Cor@? decision-making and
documentation of denied and closed-without-payment claims.

Pursuant to M.G.L. ¢. 176D, 8 3(9)(d), unfair claims se ent. practices include refusal to pay
claims without conducting a reasonable investigation u%aﬁt to M.G.L. c. 176D, § 3(9)(h),
unfair claims settlement practices include attempti settle a claim for an amount less than a
reasonable person would have believed he was er@

3(9)(n) considers failure to provide a reasonable ‘and

a claim an unfair claims settlement practiceQ

Controls Assessment: See Standard \é&&

Controls Reliance: See Standar§ \)?17
Transaction Testing Procedure:* RNA interviewed Company personnel to understand claim

denial processes and upporting documentation. RNA selected 20 paid death claims,
and eight denied a promised claims from the examination period, to evaluate whether
full or partial C|; eriials were handled in accordance with policy provisions and statutory

d to receive. Finally, M.G.L. c. 176D, §
ompt explanation of the basis for denying

requirements.

Transac@hq Results:

@M: None.

Q Observations: Full or partial denials for the tested claims appeared to be handled in
accordance with policy provisions and statutory requirements. The results of testing

indicate that the Company’s processes for denying claims are functioning in accordance
with its policies, procedures and statutory requirements.

Recommendations: None.
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Standard VI11-10. Cancelled benefit checks and drafts reflect appropriate claim handling
practices.

Objective: The Standard addresses the Company’s procedures for issuing claim checks.

Controls Assessment: See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to ung@yclaims
0

payment processes and obtained supporting documentation. The Company equire a
release when a claim is settled.

Transaction Testing Results: %: )
Findings: None. C: )
Observations:  Based upon review of claims E%n processes, claim handling

procedures appear appropriate.
Recommendations: None. Q

Standard VII-11. Claim handling prac BQ not compel claimants to institute litigation,
in cases of clear liability and cover o-recover amounts due under policies by offering
substantially less than is due under<the poticy.

M.G.L. c. 176D, §§ 3(9)(g) anc&(ghf.

Objective: The Stand sses whether the Company’s claim handling practices force
claimants to (a) insti igation for the claim payment, or (b) accept a settlement that is

substantially less tj% the policy contract provides.

Pursuant to =¢. 176D, 88 3(9)(g) and 3(9)(h), unfair claims settlement practices include
s to institute litigation to recover amounts due under an insurance policy by

compelling ins
offerin ially less than the amounts ultimately recovered, and attempting to settle a claim
for I@a he amount to which a reasonable person would have believed he was entitled.

C&gls Assessment; See Standard VII-1.

Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand the claims
handling process and obtained supporting documentation. RNA selected 20 paid death claims,
and eight denied and/or compromised claims from the examination period, to review claims
handling practices.
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Transaction Testing Results:

Findings: None.

Observations: RNA noted no instances in the tested claims where a claimant was forced
to institute litigation to receive claim payments, or forced to accept less than amount due
under the policy. The results of testing indicate that the Company’s claim payment
processes do not require claimants to institute litigation to receive claim payments, or to
accept less than amount due under the policy.

Recommendations: None.
* * * * *

Standard V11-12. The company provides the required disclosure mat iaNQ,bolicyholders
at the time an accelerated benefit payment is requested. Q;%

211 CMR 55.06(1)(b) and 55.110.

Objective: The Standard addresses required disclosures Wh@med benefit payments are

requested. %
211 CMR 55.06(1)(b) and 55.110 require carriers t e g disclosure statement to policyholders
containing specific information when a request is magde for an accelerated benefit payment.

Controls Assessment: See Standard VII-1. 0

Controls Reliance: See Standard VII(Q\

Transaction Testing Procedure:¢ R
for policyholders to re
documentation. As part
benefits from one poli

Transaction Tes '@Re ts: The testing of the request for an accelerated benefit payment
indicated tha pany provided the required disclosures at the time the benefit was

requested, in iance with regulatory requirements.

interviewed Company personnel to understand the process
elerated benefit payments, and obtained supporting
rship change testing, we reviewed a request for accelerated

Reco@aﬁons: None.

Standard VI1-13. The company does not discriminate among insured with differing
gualifying events covered under the policy or among insured with similar qualifying events
covered under the policy.

Objective: The Standard is concerned with whether the Company’s claim handling practices
discriminate against claimants with similar qualifying events covered under its policies.

Controls Assessment: See Standard VII-1.
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Controls Reliance: See Standard VII-1.

Transaction Testing Procedure: RNA interviewed Company personnel to understand the claims
handling process and obtained supporting documentation. RNA selected 20 paid death claims,
and eight denied and/or compromised claims from the examination period, to verify that there is
no unfair discrimination against claimants.

Transaction Testing Results:

Findings: None.

Observations: RNA noted no evidence in the tested claims that the Companytis upfairly
discriminating against claimants. Thus, it appears that the Company’ i ndling
practices do not discriminate against claimants with similar qualifyi ts covered
under its policies. @

Recommendations: None. @3
* * * * * ‘
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SUMMARY

Based upon the procedures performed in this comprehensive examination, RNA 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. We
have made recommendations to address various concerns in several of the above areas.
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ACKNOWLEDGEMENT

This is to certify that the undersigned is duly qualified and that, in conjunction with Rudmose &
Noller Advisors, LLC, applied certain agreed-upon procedures to the corporate records of the
Company in order for the Division of Insurance 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-In-Charge

encompassed responsibility for the coordination and direction of the examination per d,
which was in accordance with, and substantially complied with, those standards ished by
the National Association of Insurance Commissioners (“NAIC”) and the NAIC onduct

Examiners’ Handbook.  This participation consisted of involvement planning
(development, supervision and review of agreed-upon procedures) a@stration and
preparation of the comprehensive examination report. In addition to the igned, Dorothy K.
Raymond of the Division’s Market Conduct Section participated in t ination and in the
preparation of the report.

The cooperation and assistance of the officers and employ @e Company extended to all
examiners during the course of the examination is hereby aeknowledged.

N

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

Commonwealth of Massachusetts &

Division of Insurance
Boston, Massachusetts Yy

&
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