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|. SCOPE OF EXAMINATION

The Target Market Conduct Examination of Time Insurance Company
(hereinafter referred to as “Time”), was conducted under the authority of various
sections of the Code of Virginia (hereinafter referred to as “the Code”) and regulations
found in the Virginia Administrative Code (hereinafter referred to as “VAC”), including
but not necessarily limited to, the following: §§ 38.2-200, 38.2-515, 38.2-614, 38.2-1317,
38.2-1317.1,38.2-1809, 38.2-3407.15 C, and 38.2-5808 B of the Code, as well as

14 VAC 5-90-170 A.

The period of time covered for the cu

W

“Bureau”) from February 3, 20144 througt 2014. The violations cited and the

ination, generally, was

July 1, 2012, through June 30, 2013. Th ion was conducted at the office of

the State Corporation Commission’s Burea rance (hereinafter referred to as the

comments included in this Repotfiare the opiflion of the examiners. The examiners may
on-compliant activity in which the company
is engaged. Failure

identify, c@mment on, or criticize specific company practices in

Virginia or in other juris es not constitute acceptance of such practices.

The purpose of the examination was to determine whether Time was in
compliance with various provisions of the Code and regulations found in the Virginia
Administrative Code. Compliance with the following regulations was considered in this
examination process:

14 VAC 5-90-10 et seq. Rules Governing Advertisement of Accident
and Sickness Insurance;



14 VAC 5-130-10 et seq. Rules Governing the Filing of Rates for
Individual and Certain Group Accident and
Sickness Insurance Policy Forms;

14 VAC 5-140-10 et seq. Rules Governing the Implementation of the
Individual Accident and Sickness Insurance
Minimum Standards Act;

14 VAC 5-180-10 et seq. Rules Governing Underwriting Practices and
Coverage Limitations and Exclusions for
Acquired  Immunodeficiency = Syndrome
(AIDS);

14 VAC 5-216-10 et seq. Rules Governing
External Review; an

ternal Appeal and

14 VAC 5-400-10 et seq. Rules Governi ir Claim Settlement

Practices.

The examination included the following a
e Managed Care Health Insuranced?
e Ethics and Fairness in Carrig
e Advertising

e Policy and Other
e Agents

e Underwriting/Unfair Discrimination/Insurance Information and Privacy Protection Act
e Premium Notices/Reinstatements/Policy Loans and Loan Interest

e Cancellations/Nonrenewals

e Complaints

e Claim Practices

Examples referred to in this Report are keyed to the numbers of the examiners'
Review Sheets furnished to Time during the course of the examination.




IIl. COMPANY HISTORY

Time Insurance Company first organized in LaCrosse, Wisconsin in 1892 as the
LaCrosse Mutual Aid Association. The company then moved to Milwaukee in 1900 and
by 1905 took the name Time Indemnity. On February 11, 1910, the company
incorporated and changed its name to Time Insurance Company. Time Insurance
Company commenced business on March 6, 1910.

In April 1969, Time Holdings, Inc. was formed to become the parent company of

ffective April 1, 1998,

Time Insurance Company changed its na Fortis Insurance Company. Fortis
Inc., which, in turn, is controlled by
Fortis, Inc., in New York, New imate controlling entities are Fortis AG,
located in Belgium, ffective January 1, 1999, Fortis AG was
renamed Fortis (B AMEV was renamed Fortis (NL) N.V. On
September 27, 2001, Fo s replaced by Fortis SA/NV, a Belgian company, and
Fortis (NL) N.V. was replaced by Fortis N.V., a Netherlands company. The U.S.
operations were known as Fortis, Inc., which was renamed Assurant, Inc. when it
became a publicly traded company on the New York Stock Exchange through an Initial
Public Offering on February 5, 2004. Effective September 6, 2005, Fortis Insurance
Company changed its name back to Time Insurance Company (Time).

Time is licensed in 48 states and the District of Columbia. Time’s primary

business is the issuance of accident and health insurance, and its business segment
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focus is individual and small employer group health insurance. Time’s individual health
products are primarily for annually renewable major medical coverages. Most of Time’s
individual health products are Preferred Provider Organization (PPO) plans, which
enable the insured to elect any health care provider and provide for higher benefit
payments when health care is rendered by a participating network provider.

Time markets through a regional sales distribution system using independent

agents throughout its territory. Individual medical products are also marketed through

Hancock Life Insurance Company (John
Hancock all of Time’s liability for long-té urance policies. The agreement,
which is structured as a sale of the provides for Time’s cession of risks to
John Hancock on a 100% coinstirance basisa\ John Hancock is the administrator of the
business.

Effective April 5 2001, Tirge entered into a reinsurance agreement with Hartford
Life and Annuity Insu e Company (Hartford) for the transfer to Hartford of business
comprised of certain individual life insurance policies and annuity business written by
Time. The agreement, which is structured as a sale of the business line, provides for
Time’s cession of risks to Hartford on a 100% coinsurance basis. Hartford is the
administrator of the business.

Net admitted assets as of December 31, 2013, totaled $691,510,276. As of
December 31, 2013, total direct life insurance premiums and annuity considerations in

Virginia were $1,150,345, and direct accident and health insurance premiums were

$21,987,943.



I1l. MANAGED CARE HEALTH INSURANCE PLANS (MCHIP)

Section 38.2-5801 of the Code prohibits the operation of an MCHIP unless the
health carrier is licensed as provided in this title. Section 38.2-5802 sets forth the
requirements for the establishment of an MCHIP, including the necessary filings with the

Commission and the State Health Commissioner.

DISCLOSURES AND REPRESENTATIONS TO ENROLLEES

Section 38.2-5803 A of the Code requires that the following be provided to

covered persons at the time of enrollment or at e contract or evidence of

coverage is issued and made available upo nually:

1. Alist of the names and locations of albia ed providers.

2. A description of the servig ithin which the MCHIP shall provide

4. Notice that th
Corporation Co
Virginia Department o

Bureau of Insurance pursuant to Title 38.2 and the
ealth pursuant to Title 32.1.

5. A prominent notice stating, “If you have any questions regarding an appeal or
grievance concerning the health care services that you have been provided,
which have not been satisfactorily addressed by your plan, you may contact the
Office of the Managed Care Ombudsman for assistance.”

The review revealed that Time was in substantial compliance with this section.

COMPLAINT SYSTEM

Section 38.2-5804 A of the Code requires that a health carrier establish and

maintain for each of its MCHIPs a complaint system approved by the Commission and
5




the State Health Commissioner. The examiners reviewed a sample of 30 out of a total

population of 390 complaints/appeals received during the examination time frame.

As discussed in the following paragraph, the review revealed 7 instances in
which Time failed to maintain its established complaint system, in violation of
§ 38.2-5804 A of the Code.

TIMELINESS

Under Key Definitions, Time’s complaint and appeal procedures indicate that “a

complaint pertaining to a covered person’s request that health plan reconsiders a

denial for, or reimbursement or [sic], a service is red an appeal,” and the

S or by providers acting on behalf of
an enrollee. The Internal Appeal Process™ of the filed and approved complaint
system further specifies that, fo al, the company’s decision must be
communicated no later than ays after receipt of the appeal, and this
requirement is confir ance Requirements Grid, a chart that was
provided with the co ints procedures. The grid indicates that responses
to Virginia appeals are mpleted within 30 calendar days. As discussed in
Review Sheet MC04, the review revealed that Time did not communicate its decision
until 41 calendar days after the appeal was received. Time disagreed with the
examiners’ observations, advising that a “second version” of the company’s Virginia
Grievance process, implemented January 25, 2012, and provided to the examiners,
“reflects a 60 calendar day completion time.” The examiners do not concur. Although
the revised procedures do indicate a 60 calendar day completion time, the revised

completion time refers only to “grievances,” which are not defined. The procedure
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revisions effective January 25, 2012, do not address “appeals,” and no changes were
made to the company’s filed and approved complaint system regarding appeals. The
definition remained unchanged, and the complaint system continued to indicate a

response completion time of 30 calendar days for appeals.

PROVIDER CONTRACTS

Section 38.2-5805 B of the Code requires that every contract with a provider

enabling an MCHIP to provide health care services shall be in writing. Section

38.2-5802 C of the Code states that the health carrier shall maintain a complete file of

all contracts made with health care providers, whic subject to examination by
the Commission.

The examiners selected a sample o a total population of 61,592 provider
contracts in force during the e e. The review revealed that Time

was in substantial compliance with these sections.




V. ETHICS AND FAIRNESS IN CARRIER BUSINESS PRACTICES

Section 38.2-3407.15 of the Code requires that every provider contract entered
into by a carrier shall contain specific provisions, which shall require the carrier to
adhere to and comply with minimum fair business standards in the processing and
payment of claims for health care services. Section 38.2-510 A 15 of the Code
prohibits, as a general business practice, the failure to comply with § 38.2-3407.15 of

the Code or to perform any provider contract provision required by that section.

PROVIDER CONTRACT

5 B of the Code. The particular provision,

eet examples are referred to in the following table:

Code Section Number of Violations Review Sheet Example
§ 38.2-3407.15B 1 4 EFO1
§ 38.2-3407.15B 2 4 EF11
§ 38.2-3407.15B 3 4 EF12
§ 38.2-3407.15B 4 4 EF13
§ 38.2-3407.15B 5 4 EFO01
§ 38.2-3407.15B 6 4 EF11
§ 38.2-3407.15B 7 4 EF12
§ 38.2-3407.15B 9 4 EF11
§ 38.2-3407.15B 10 4 EF12
§ 38.2-3407.15B 11 4 EF13

(o]




Time agreed with the examiners’ observations.

SUMMARY

Section 38.2-510 A 15 prohibits, as a general business practice, failing to comply
with § 38.2-3407.15 B of the Code. Time’s failure to amend its provider contracts to
comply with § 38.2-3407.15 B of the Code occurred with such frequency as to indicate a

general business practice, placing Time in violation of § 38.2-510 A 15 of the Code.

PROVIDER CLAIMS

Section 38.2-510 A 15 of the Code prohibj eral business practice the
failure to comply with § 38.2-3407.15 of t
provision required by that section. 3407.15 B of the Code states that
every provider contract must con DrOViS| equiring the carrier to adhere to and

comply with sections 1 through Subsections in the processing and payment

of claims. Section 38. of the @0de states that every carrier subject to this

was reviewed for compliance with the minimum fair business standards in the
processing and payment of claims. The review revealed that Time was in substantial

compliance with these sections.



V. ADVERTISING

A review was conducted of Time’s advertisements to determine compliance with
the Unfair Trade Practices Act, specifically §§ 38.2-502, 38.2-503, and 38.2-504 of the

Code, as well as 14 VAC 5-90-10 et seq., Rules Governing Advertisement of Accident

and Sickness Insurance.

Where this Report cites a violation of this regulation it does not necessarily
mean that the advertisement has actually misled or geceived any individual to

whom the advertisement was presented. An adverfisement may be cited for

violations of certain sections of the regulations termined by the Bureau

(14 VAC 5-90-50)

14 VAC 5-90-
office a complete fil
with a notation attache i g the manner and extent of distribution and the form
number of any policy advertised. The review revealed that Time was in substantial
compliance.

A sample of 25 was selected from a population of 182 advertisements distributed
in Virginia during the examination time frame. The examiners would note that 5 of the
sample advertisements listed in the advertisement file were not provided since Time
changed vendors in November 2012, and the text for the advertisements was not

available. Therefore, 20 advertisements were reviewed.
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The review revealed that 4 of the advertisements contained violations. In the
aggregate, there were 6 violations, which are discussed in the following paragraphs.

14 VAC 5-90-40 sets forth the requirement that all information shall be set out
conspicuously and in close conjunction with the statements to which such information
relates or under appropriate captions of such prominence that it shall not be minimized,
rendered obscure or presented in an ambiguous fashion or intermingled with the context

of the advertisement so as to be confusing or misleading. Review Sheets AD01, AD02,

ADO3 and ADO04 discuss 4 violations of this section. advertisements contained

footnotes throughout that pertained to the pro being offered that had been
minimized to the point that they were d

examiners’ findings, stating that the ele

the cause of the footnotes being dif achand an original copy was furnished by

implication or by familiarity with insurance terminology, shall not be used. Review Sheet
ADO1 discusses 1 violation of this section. The advertisement contained the statement
that “A big reason people visit the doctor is wellness or preventive care” which is
potentially misleading. Time disagreed, stating that their actuarial staff reported that
wellness was 6% of claim counts and that if pharmacy claims were excluded the figure
rose to 11%. Time also stated that the assertion in question is no longer used in current
product advertisements. The examiners maintain that 6% or even 11% does not

substantiate the statement in the advertisement.
11



14 VAC 5-90-60 B 6 requires advertisements for policies providing benefits for
specified illnesses only, such as cancer, or for specified accidents only, such as
automobile accidents, shall clearly and conspicuously state in boldface type and all
capital letters the limited nature of the policy. The statement shall be worded in

language identical to, or substantially similar to the following:

“THIS IS A LIMITED POLICY”; “THIS IS A CANCER ONLY POLICY”; “THIS IS AN

AUTOMOBILE ACCIDENT ONLY POLICY.”

Review Sheet ADO1 discusses 1 violation of this section. Time offered

supplemental coverage in addition to a major medi ce plan for individuals and

Time used to determin ner and extent of distribution clearly stated that the
advertisement was disseminated in Virginia.
SUMMARY
Time violated 14 VAC 5-90-40, 14 VAC 5-90-50 B, and 14 VAC 5-90-60 B 6,

placing it in violation of subsection 1 of §38.2-502 and § 38.2-503 of the Code.

12



VI. POLICY AND OTHER FORMS

A review was conducted to determine if Time complied with various statutory,
regulatory and administrative requirements governing the filing and approval of forms.
Section 38.2-316 of the Code sets forth the filing and approval requirements for forms
and rates that are to be issued or issued for delivery in Virginia. 14 VAC 5-200-77 and
14 VAC 5-200-153 set forth the applicable filing and approval requirements for
long-term care policies.

POLICIES/CERTIFICATE

Sections 38.2-316 A and 38.2-316 C ofdhe Code s rth the requirements for

were filed with and approved by th ission.

PPLI IONS/ENDORSEMENTS

Sections 38.2-316 B and 38.2-316 C of the Code set forth the requirements for
the filing and approval of application forms prior to use.
The review revealed that the application forms used by Time were filed with and

approved by the Commission.

13



ACCIDENT AND SICKNESS RATE FILING

Sections 38.2-316 A and 38.2-316 C of the Code set forth the requirements for
the filing of rates and rate changes. 14 VAC 5-200-77 and 14 VAC 5-200-153 set forth

the filing of rate and rate changes for long-term care insurance policies.
The review revealed that Time was in substantial compliance.

EXPLANATION OF BENEFITS (EOB)

Section 38.2-3407.4 A of the Code requires that e insurer issuing an accident

and sickness policy shall file its explanation of orms for approval by the

Commission.

and approved by the Commission placed Time in
e Code in 66 instances. Time agreed with the
examiners’ observations and subsequently filed the major medical EOB form referred to

in Review Sheets CL12 and CL19.

14



VIl. AGENTS

The purpose of this review was to determine compliance with various Sections of
Title 38.2, Chapter 18 of the Code.

A sample of 14 from a population of 4,840 agent and agency appointments in
effect during the examination time frame was selected for review. In addition, the

writing agents or agencies designated in the 30 new business files were also reviewed.

LICENSED AGENT REVIE

or appoint the agent. The review revealed that

Time was in substantia with this section.

Administrative Letters

Administrative Letter 2002-2 was sent to all insurers conducting business in
Virginia with the request that insurers insert a separate document in each new agent’s
packet directing the new agent to be aware of certain administrative letters specifically
applicable to licensed agents in Virginia, and advising that a complete listing of these

administrative letters is available on the Bureau of Insurance website.

15



Administrative Letter 2002-9 was sent to all insurers conducting business in
Virginia with the request that insurers instruct each newly appointed Virginia agent to
review this Administrative Letter at the Bureau of Insurance website.

The review revealed that Time did not comply with the Commissioner’s request.
Time indicated that they do not direct agents to the specific Administrative Letters on
the Bureau’s web site; however, the company further indicated that it has initiated a

revision to its procedures to notify and refer agents accordingly.

COMMISSIONS

Section 38.2-1812 A of the Code prohibits nt of commission or other

valuable consideration to an agent or age as not appointed or licensed at the

time of the transaction. The review revea ime was in substantial compliance

with this section.

TERMINAT POINTMENT REVIEW

Section 38.2-1834 D of the Lode requires that an insurer notify the agent within 5
calendar days, and t ommission within 30 calendar days, upon termination of the
agent’s appointment.

A sample of 6 from a population of 655 agent and agency terminations
processed during the examination time frame was selected for review. The review

revealed that Time was in substantial compliance with this section.

16



VIIl. UNDERWRITING/UNFAIR DISCRIMINATION/INSURANCE
INFORMATION AND PRIVACY PROTECTION ACT

The examination included a review of Time’s underwriting practices to determine
compliance with the Unfair Trade Practices Act, §§ 38.2-500 through 38.2-514; the
Insurance Information and Privacy Protection Act, §§ 38.2-600 through 38.2-620;

14 VAC 5-140-10 et seq., Rules Governing the Implementation of Individual Accident

and Sickness Insurance Minimum Standards Act and 14 VAC 5-180-10 et seq., Rules

Governing Underwriting Practices and Coverage Li tions and Exclusions for

Acquired Immunodeficiency Syndrome (AIDS).

unfairly discriminatory, whethe

Time’s guidelines, and whether

UNRERWRITING REVIEW

A sample of 30 ulation of 1,229 individual policies underwritten and
issued during the examination time frame was selected for review. The review revealed
that Time was in substantial compliance with its underwriting guidelines and no unfair

discrimination was found.

UNDERWRITING PRACTICES = AIDS

14 VAC 5-180-10 et seq. sets forth rules and procedural requirements that the
Commission deems necessary to regulate underwriting practices and policy limitations

and exclusions with regard to HIV infection and AIDS.
17




The review revealed that Time was in substantial compliance with this section.

MECHANICAL RATING REVIEW

The review revealed that Time had calculated its premiums in accordance with its

filed rates.

INSURANCE INFORMATION AND PRIVACY PROTECTION ACT

Title 38.2, Chapter 6 of the Code requires a company to establish standards for

collection, use, and disclosure of personal/privileged information gathered in connection

with insurance transactions.

NOTICE OF INSURANCE IN

The review r P forms provided to applicants for coverage

complied with the req is section.

DISCLOSURE AUTHORIZATION FORMS

Section 38.2-606 of the Code sets forth standards for the content and use of the
disclosure authorization forms to be used when collecting personal or privileged
information about individuals.

The examiners reviewed the disclosure authorization forms used during the

underwriting process and found them to be in substantial compliance with this section.

18



ADVERSE UNDERWRITING DECISIONS (AUD)

Section 38.2-610 A of the Code requires that in the event of an adverse
underwriting decision on an applicant that is individually underwritten, the insurance
institution or agent responsible for the decision shall give a written notice in a form
approved by the Commission.

Administrative Letter 1981-15 provides life and health insurers with a prototype

AUD notice. An AUD notice containing wording substantially similar to the wording in

the prototype notice is deemed to be approved for use in inia.

The examiners reviewed a sample of 30

that were declined during the examination tigde .
Section 38.2-610 A1 of the Code c

ulation of 160 applications

that, in the event of an adverse

of an adverse underwri , the insurer responsible for the decision shall give a
written notice in a form approved by the Commission that provides the applicant with a
summary of the rights established under subsection B of this section and §§ 38.2-608
and 38.2-609 of the Code.

As discussed in Review Sheet UNO1, the review revealed 30 violations of each of

these sections. Time agreed with the examiners’ observations.

19
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IX. PREMIUM NOTICES/REINSTATEMENTS/POLICY LOANS AND
LOAN INTEREST

Time’s practices for the billing and collection of premiums and reinstatements
were reviewed for compliance with its established procedures in addition to the

notification requirements of § 38.2-3407.14 of the Code.

PREMIUM NOTICES

Upon application for insurance, the applicant generally has four options related to

premium notice or billing. Such options include direct Qill, list bill, credit card billing

(CRD) or electronic fund transfer (COM) from

ay beguarterly, iannually or annually.
and®’COM may be monthly, quarterly,

d’'s checking or savings

account. The billing frequency for direct bil

The billing frequency for list bil, CRD

that Time was in substantial compliance with its procedures.

Section 38.2-34 he Code requires an insurer to provide prior written
notice of intent to increase premiums by more than 35 percent. Section 38.2-3407.14 B
of the Code requires that the notice be provided in writing at least 60 days prior to the
proposed renewal of coverage. Time advised the examiners that there were no groups
or individuals covered under policies/contracts issued in Virginia whose premium

increased by more than 35 percent at the proposed renewal of coverage during the

examination time frame. In addition, Time affirmed that when changing rates, written

20




notification is provided to affected policyholders not less than 60 days prior to the

effective date of the new premium rate.

REINSTATEMENTS

LIFE INSURANCE

A policy will be considered for reinstatement if the policy has been lapsed for less
than the time period set forth in the contract. Typically, this is a 3 or 5-year period for

life policies. The completed reinstatement application can_be mailed, faxed, or emailed

for processing. Once the application is received, icy Change evaluates the

application. If necessary, Policy Change sends

D 3 the reinstatement is
appligation, the money is returned to the

pved, the policyholder will be advised

ion to Underwriting. The
company will not accept money with the
approved. If money accompanies the
policyholder. At the time the rei
of the amount required to reinstz
population of 4 reinstatement requests
amination time frame. The review revealed that
reinstatements were pr:

accordance with established procedures and policy

provisions.

ACCIDENT & SICKNESS INSURANCE

For most policies, a reinstatement will be considered if the reinstatement form is
received within 180 days from the lapse date. Reinstatement applications for long-term
care policies must be received within 5 months of the lapse date. The reinstatement
period for accident medical expense policies is 60 days. All reinstatement requests,

with the exception of dental policy reinstatements, are sent to underwriting for review.
21



If reinstatement is denied, a declination letter is sent. If the reinstatement is approved, a
letter requesting the premium due is sent to the policy owner.

The examiners reviewed a sample of 5 from a total population of 13
reinstatements processed by Time and the total population of 2 reinstatements
processed by John Hancock. In total, a sample of 7 from a population of 15 policies
where reinstatement was requested during the examination time frame was reviewed.
The review revealed that the reinstatements were processed in accordance with

established procedures and policy provisions.

POLICY LOANS AND EREST

Time’s procedures state that once aflo quest is ived and the amount
requested is valid, it will be processed witf h ess days. Loan interest is payable

on the unpaid balance at the end ar. As of the policy anniversary, loan

interest, if not paid, is capitalizediand added 1@ the existing loan balance to bear interest

at the same rate.

The examiner§ireviewed ample of 30 from a population of 304 policy loan
transactions processe that took place during the examination time frame.
The review revealed that policy loans and loan interest were calculated and processed

in accordance with established procedures and policy provisions.

CASH WITHDRAWALS

The examiners reviewed the total population of 4 life insurance policies with cash
withdrawal transactions processed by Hartford. The review revealed that cash
withdrawals were calculated in accordance with established procedures and the policy
provisions.

22



X. CANCELLATIONS/NONRENEWALS

The examination included a review of Time’s cancellation/non-renewal practices
and procedures to determine compliance with its contract provisions and the
requirements of § 38.2-508 of the Code covering unfair discrimination; and the

requirements of 14 VAC 5-200-10 et seq., Rules Governing Long-Term Care Insurance.

LIFE INSURANCE

Cash Surrenders

The examiners reviewed a sample of 17 f] a tatal population of 55 policies

surrendered for cash transactions processeg artford took place during the

examination time frame. The examiners e policy values and calculations for
each cash surrender.
The review revealed t surrender amounts were calculated in

accordance with the poli

erm Insurance

The examiners r e total population of 1 policy converted to reduced
paid-up insurance along with a sample of 4 from a total population of 7 policies that
converted to extended term insurance processed by Hartford during the examination
time frame.

The review revealed that the conversions were handled in accordance with

established procedures and the policy provisions.

23



Cancellations

The examiners reviewed the total population of 1 individual annuity cancellation
and a sample of 17 from a population of 50 individual life cancellations processed by
Hartford. The review revealed that cancellations were processed in substantial

compliance with established procedures and policy provisions.

ACCIDENT AND SICKNESS

The examiners reviewed a sample of 25 from a total population of 286 accident

and sickness policy cancellation transactions processed Time and a sample of 12

provisions.
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XI. COMPLAINTS

Time’s complaint records were reviewed for compliance with § 38.2-511 of the
Code. This section sets forth the requirements for maintaining complete records of
complaints to include the number of complaints, the classification by line of insurance,
the nature of each complaint, the disposition of each complaint, and the time it took to
process each complaint. A “complaint” is defined by this section as “any written

communication from a policyholder, subscriber or claignant primarily expressing a

grievance.”
A sample of 30 from a total population of omplaints received during
the examination time frame was review led that Time was in

substantial compliance with this section.
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XII. CLAIM PRACTICES

The examination included a review of Time’s claim practices for compliance with
§§ 38.2-510, 38.2-3115 and 38.2-3407.1 of the Code and 14 VAC 5-400-10 et seq.,

Rules Governing Unfair Claim Settlement Practices.

GENERAL HANDLING STUDY

The review consisted of a sampling of individual major medical, dental, long-term

care, individual life, and individual annuity claims. All majér medical and dental claims

were processed by Time. All long-term care clai ocessed by John Hancock.
Individual life and annuity claims were proc The examiners were

provided with copies of all claims manual

Life and Annuity

A sample of 2 a total population of 44 life and annuity claims

paid during the exami me. While the review revealed that the claims were
processed in accordance established procedures and policy provisions, unfair
claim settlement practices are discussed in a subsequent section.

Accident and Sickness

A sample of 69 was selected from a total population of 687 major medical,
dental, and long-term care claims paid during the examination time frame.

Section 38.2-514 B of the Code states that no person shall provide an
explanation of benefits that does not clearly and accurately disclose the method of

benefit calculation and the actual amount which has been or will be paid to the provider
26



of services. Section 38.2-3407.4 B of the Code states that an explanation of benefits
shall accurately and clearly set forth the benefits payable under the contract. As
discussed in Review Sheet CL02-JH, the review revealed 1 violation of these sections.
In this instance, the April 2013 Nursing Facility Benefit should have been paid at a daily
benefit of $228 rather than the $222 daily benefit that was paid. Time agreed with the
examiners’ observations and stated, in part that:

The policy’s maximum daily benefit from April 1, 2012 through March 31,

2013 was $222.00 per day. On April 1, 2013, the gnmaximum daily benefit

was increased by $6.00 through the Form 2022\s Lifetime 5% Annual

Automatic Benefit Increase Rider to $228.00 per{day. This is why the

benefit reimbursement increased per day fr 22100 to $228.00 starting

on April 1, 2013.
Generally, invoices are processed i

ich the care is

provided. The April invoice was recg arch 27, 2013 and was not
processed correctly because it ed prior to the anniversary
update. The daily benefit of $222.000wa§" paid for this month; however,
$228.00 per day should ha from April 1, 2013 — April 30,
2013. We regret the error additional payment of $180.00

Interest — Life & Annud

Section 38.2- ode states that interest upon the principal sum shall

be paid at an annual or the annual rate currently paid by the insurer on
proceeds left under the interest settlement option, whichever is greater.

The review revealed that Time was in substantial compliance.

Interest — Accident & Sickness

Section 38.2-3407.1 B of the Code states that interest upon accident and
sickness claim proceeds shall be computed daily at the legal rate of interest from the
date of fifteen working days from the insurer’s receipt of proof of loss to the date of

claim payment.
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The review revealed that Time was in substantial compliance.

TIME PAYMENT STUDY

The time payment study was computed by measuring the time it took Time, after
receiving the properly executed proof of loss, to issue a check for payment. The term
“‘working days” does not include Saturdays, Sundays, or holidays. The study was

conducted on the total sample of 96 paid claims.

PAID CLAIMS

Working Days Number
To Settle Claj Percentage
0-15 84.38%
16 -20 4.17%
Over 20 11 11.45%

Of the 96 claims reviewed for the time study, 15 claims (15.63%) were not settled
within 15 working days. The examiners recommend that Time review its procedures to

reduce the percentage of claims paid after 15 working days.
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DENIED CLAIM REVIEW

Life and Annuity

The examiners were informed by Time that there were no life and annuity claims

denied during the examination time frame.

Accident and Sickness

A sample of 61 from a total population of 443 major medical, dental and long-

term care claims denied during the examination time frarne was reviewed. The review

revealed that the claims were processed in acc ith established procedures

and policy provisions.

UNFAIR CLAIM SETTL

insurer to acknowledge the receipt of
ing days, unless payment is made within that time.
14 VAC 5-400-60 that within 15 working days after receipt of a properly
executed proof of loss, a first party claimant shall be advised of the acceptance or
denial of a claim by the insurer.

14 VAC 5-400-70 D requires that, in any case where there is no dispute as to
coverage or liability, every insurer must offer to a first party claimant, or to a first party
claimant's authorized representative, an amount which is fair and reasonable as shown
by the investigation of the claim, provided the amount so offered is within policy limits

and in accordance with policy provisions.
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The review was conducted using the date the letter or check was mailed as the
settlement date. The areas of non-compliance are discussed in the following
paragraphs.

14 VAC 5-400-50 A - In 1 instance, a claim was not acknowledged within 10
working days. This instance is discussed in Review Sheet CL16.

14 VAC 5-400-60 A - In 15 instances, claimants were not advised of acceptance

or denial of a claim within 15 working days after proof of loss was received. An example

is discussed in Review Sheet CLO1-HL, where Time took 27 working days to advise the

claimant of acceptance of the claim. Time agreed aminers’ observations.
14 VAC 5-400-70 D - In 1 instance, Tim
is fair and reasonable in accordance wit isions. This instance is discussed
in Review Sheet CL02-JH.
The violations of 14 VAC

a general business practi [ ime inglolation of § 38.2-510 A 5 of the Code.

THREATENED LITIGATION

The examiners med by Time that it received no claims involving

threatened litigation during the examination time frame.
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Xlll. CORRECTIVE ACTION PLAN

Based on the findings in this Report, Time shall:

1.  Strengthen and maintain its procedures to ensure that the approved complaint
system is followed in the processing of written complaints, as required by
§ 38.2-5804 A of the Code;

2. Strengthen its procedures to ensure that all provider contracts contain the

provisions required by § 38.2-3407.15 B of the Codg;

3. Review and revise its procedures to ensure that its advertisements are in

compliance with 14 VAC 5-90-40, 14 VA and 14 VAC 5-90-60 B 6,

as well as subsection 1 of § 38.2-50 3.2-503 of Code;

4. Immediately file its long-term care -& as required by §38.2-3407.4 A of
the Code;

5. Strengthen and maintainiprocedures i6 ensure that its Explanation of Benefits

d by the Commission, as required by

6. Establish and im rocedures to ensure compliance with Administrative
Letters 2002-2 and 2002-9;

7. Establish and maintain procedures to ensure that the AUD notice required by
§§ 38.2-610 A 1 and 38.2-610 A 2 of the Code is provided to declined applicants
in accordance with the guidelines established by Administrative Letters 1981-15
and 2003-6;

8. Strengthen its established procedures for creating and sending EOBs to ensure

that every EOB provided to an insured or claimant clearly and accurately
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10.

11.

12.

discloses the method of benefit calculation, the actual amount which has been or
will be paid to the provider of services and the benefits payable under the
contract, as required by §§ 38.2-514 B and 38.2-3407.4 B of the Code;

Review its established procedures to acknowledge receipt of notification of a
claim within 10 working days, as required by 14 VAC 5-400-50 A;

Revise its established procedures to ensure that claimants are notified of the

acceptance or denial of a claim within 15 working days of receipt of complete

proof of loss or why additional time is needed tojtnake that determination, as

required by 14 VAC 5-400-60 A and § 38.2- the Code;

Review its established procedures to € i
@ ion of the claim, as required by

Within 90 days of this lized, furnish the examiners with

and reasonable as shown by t

14 VAC 5-400-70 D; and

documentation th glactions has been completed.
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XV. AREA VIOLATIONS SUMMARY BY REVIEW SHEET

MANAGED HEALTH CARE INSURANCE PLANS (MCHIPS)

§ 38.2-5804 A, 7 violations, MC01, MC02, MC03, MC04, MC05, MC07, MCO08

ETHICS & FAIRNESS IN CARRIER BUSINESS PRACTICES

§ 38.2-3407,15 B 1, 4 violations, EF01, EF11, EF12, EF13

§ 38.2-3407,15 B 2, 4 violations, EF01, EF11, EF12, EF13

§ 38.2-3407,15 B 3, 4 violations, EF01, EF11, EF12, EF13

§ 38.2-3407,15 B 4, 4 violations, EF01, EF11, EF12, EF13

§ 38.2-3407,15 B 5, 4 violations, EF01, EF11, EF12, EF1

§ 38.2-3407,15 B 6, 4 violations, EF01, EF11, EF12, EF13

§ 38.2-3407,15 B 7, 4 violations, EF01, EF11, EF

14 VAC 5-90-60 B 6,

POLICY AND OTHE

§ 38.2-3407.4 A, 66 violaii (20), CL19 (20), CLO4-JH (26)

UNDERWRITING/UNFAI RIMINATION/INSURANCE INFORMATION AND
PRIVACY PROTECTION ACT

§ 38.2-610 A 1, 30 violations, UNO1

§ 38.2-610 A 2, 30 violations, UNO1

CLAIM PRACTICES

§ 38.2-514 B, 1 violation, CL02-JH

§ 38.2-3407.4 B, 1 violation, CL02-JH

14 VAC 5-400-50 A, 1 violation, CL16

14 VAC 5-400-60 A and §§ 38.2-510 A 3 and 38.2-510 A 5 of the Code, 15 violations,
CL02, CL15, CL16, CLO1-HL, CL02-HL, CLO3-HL, CL04-HL, CL05-HL, CL06-HL,
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CLO7-HL, CLO8-HL, CLO9-HL, CL10-HL, CL11-HL, CL12-HL

14 VAC 5-400-70 D, 1 violation, CL02-JH
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JACQUELINE K. CUNNINGHAM v
COMMISSIONER OF INSURANCE
STATE CORPORATION COMMISSION
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August 22, 2014

CERTIFIED MAIL 7013 2630 0001 8681 0693
RETURN RECEIPT REQUESTED

Ms. Amy Jo Jones
Director Compliance
Time Insurance Company
501 W. Michigan
Milwaukee, W1 53201

RE: Market Conduct Examination Report
Exposure Draft

Dear Ms. Jones:

Recently, the Bureau of Insura a Market Conduct Examination of Time
Insurance Company for the period of duly 1 gh June 30, 2013. A preliminary draft of

Since it appears from a reading of the Report that there have been violations of Virginia
Insurance Laws and Reg me Insurance Company, | would urge you to

this letter. Please spegify in your regponse those items with which you agree, giving me your
intended method of compli ose items with which you disagree, giving your specific
reasons for disagreem ance Company’s response(s) to the draft Report will be
attached to and become

Once we have received and reviewed your response, we will make any justified
revisions to the Report and will then be in a position to determine the appropriate disposition of
this matter.

Thank you for your prompt attention to this matter.

Yours truly,

Julie Fairbanks, AIE, AIRC, FLMI, ACS
Principal Insurance Market Examiner
Market Conduct
Life and Health Division
Bureau of Insurance
(804) 371-9385

JRF:mhh

Enclosure

cc: Althelia Battle



ASSURA

N
501 West Michigan
Health P.O. Box 3050

Milwaukee, WI 53201-3050
T 800.800.1212

www.assurant.com

October 3, 2014

Julie Fairbanks

Principal Insurance Market Examiner

Virginia Bureau of Insurance — Life and Health Division
P.O. Box 1157

Richmond, VA 23218

VIA EMAIL & U.S. Mail

Re: Market Conduct Examination R
Time Insurance Company

Dear Ms. Fairbanks:

We are writing in responsa August 22, 2014. Thank for the opportunity
to review the Dr rke Examination Report of Time Insurance
Company and i ' [ . We will say at the outset that we do not have

he Report. We will confine our remarks to those sections
s found to be in non-compliance with Virginia Insurance
Laws and Regu
substantial complian the majority of the items tested.

In Section III “Manage Care Health Insurance Plans (MCHIP),” the Report describes
seven instances in which complaint response timeframes did not comport with the
complaint system filed with the Bureau pursuant to Section 38.2-5804 A of the Code.

The issue we identified was that our filed complaint system did not completely explicate
the different timeframes for appeals of “adverse determinations” (as defined in Section
38.2-3556 of the Code) and all other appeals (e.g., contract exclusions). The appeal
timeframe for “adverse determinations” is governed by the requirements we must meet
in order to retain our certification from the Utilization Review Accreditation
Commission. In contrast, appeals for issues not related to “adverse determinations”

Assurant Health is the brand name for products underwritten and issued by Time Insurance Company,
Union Security Insurance Company and John Alden Life Insurance Company.
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were amended January 25, 2012 to be handled in compliance with the response
timeframes permitted in 14 VAC 5-216-40(E)(2). After several consultations with
Bureau staff, an amended complaint system addressing these issues was filed with the
Bureau (as well as the Virginia Department of Health) on August 25, 2014.

tices,” the Report notes that
ten of the eleven provisions
ny contracts with providers
tions (PPO), to obtain

In Section IV “Ethics and Fairness in Carrier Business P
four of twenty provider contracts reviewed failed to con
required by Section 38.2-3407.15 B of the Code.
indirectly, through intermediary Preferred Provider

declined to respond to the examiner’s'Cti siVAs a result, our Company notified the
PPO in question on July 1, 2014 that we W erminating our Provider Services

Agreement effective Octobe OT4E act required 90 days notice to terminate
the agreement.

In Section V “Advertising, dvertisements were cited for an aggregate

six violations of ing of Accident and Sickness Insurance (14
VACD5-90-10e
e All four ces were found to contain footnotes that were
“minimiz obscure or presented in an ambiguous fashion.” In each

case, the footnotes in question were printed in grey type. We are in the process
of changing all advertising used in Virginia to ensure that footnotes are in black
type.

¢ One advertisement was cited for including a potentially misleading statement
regarding preventative care. The advertisement in question is no longer in use
and we have reviewed all current advertisements to ensure that none include
that statement.

¢ One advertisement was cited for failure to include a statement in boldface type
and all capital letters identifying that the benefits offered are for a limited benefit
policy. The advertisement in question is no longer in use and its replacement
does not include references to the availability of other, limited benefit plans. In
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addition, all advertisements for such limited benefit plans currently in use in
Virginia have been reviewed for compliance with this requirement.

In Section VI “Policy and Other Forms,” one area of concern was noted. Explanation of
Benefits (EOB) forms in use by Time Insurance Companygwere not filed and approved
by the Bureau, as required by Section 38.2-3407 A of the€@ode. The Company’s EOB’s
were filed with the Bureau beginning on November 27, 2013. We have responded to a
number of objections to our filings and anticip ilingWithin a week of the date of

the administrator of Long Term Care covetage ceded by Time under a 100% reinsurance

agreement, was also cited ford i obtain approval of EOB forms. We have
attached their response to { hment 1. Hancock’s response
addresses this item in disc bm Section XIII. “Corrective Action Plan” of
the Report.

In Section VII, otes that our Company had not complied with the
Commissione inistrative Letter 2002-9 to advise agents to review
relevant Admi at the Bureau of Insurance website. The requested

notice was imple 1stribution to existing and new agents appointed in

Virginia on June 13,

In Section VII “Underwriting/Unfair Discrimination/Insurance Information and Privacy
Protection”, in the subsection regarding “Adverse Underwriting Decisions (AUD)”, the
Report describes the findings that the Company’s procedures for providing notice of
Adverse Underwriting Determinations (AUD) did not comply with Section 38.2-610 A of
the Code. The problems identified were twofold:

1. The AUD notice in use did not contain all of the elements contained in the
prototype AUD Notice provided with Administrative Letter 1981-15; and,
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2. No AUD notice was provided to applicants whose applications were deemed
“incomplete”. Administrative Letter 2003-6 specified that such applications are
deemed to be “adverse underwriting determinations”.

We corrected these issues on April 11, 2014.

im Review”, one violation is
er the 100% reinsurance

In Section XII “Claim Practices”, in the subsection “Paid
discussed relating to a Long Term Care claim p
agreement with John Hancock Life Insurance Company- ave attached their

In Section XII “Claim Practices”, in the stilgeéfion “Unfair Claim Settlement Practices
Review”, three sections of 14 ) efseq., Rules Governing Unfair Claim

ompany Accident and Sickness claim was found
with this requirement. In this instance, the consumer
irginia in 1983 and moved to another state in 1993. Our

the claim. amended claim procedures to apply the requirements of the
state of issue for processing claims.

2. 14 VAC 5-400-60 A states that within 15 working days after receipt of a properly
executed proof of loss, a first party claimant shall be advised of the acceptance or
denial of a claim by the insurer.

Three of the 15 instances cited involved Time Insurance Company Accident and
Sickness claims:
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One instance, discussed in Review Sheet CL-16, resulted from applying out-of-
state requirements as discussed in 1., above. We have amended procedures to
apply the requirements of the state in which the policy is issued.

from a system outage by the
tion of Benefit (EOB)

ot print on the date they
corrective action from the
revent and/or respond to

The second instance (Review Sheet CL-15) result
vendor our Company has retained to issue Expl
statements and remittance notices. The EOB’s di
were to be mailed. We have obtained a
vendor detailing increased monitorin
any such occurrence in the future,

volved an EOB issued to the first
fter receipt. This was the result of
different mail date prg S ance Advice release and the EOB release
to the first-party cl g Advice in this instance was sent on
the 12 working d i t of the claim. We have amended

The third instance (Review She

cited involved Life claims, administered under a 100%
ith Hartford Life Insurance Company (“Hartford”).
tement from Hartford addressing actions taken to address

14 VAC 5-400-70 D requires that, in any case where there is no dispute as to
coverage or liability, every insurer must offer to a first party claimant, or to a first
party claimant's authorized representative, an amount which is fair and
reasonable as shown by the investigation of the claim, provided the amount so
offered is within policy limits and in accordance with policy provisions. One
Long Term Care claim processed by processed under the 100% reinsurance
agreement with John Hancock Life Insurance Company. We have attached their
response to the Draft report as Attachment 1. Hancock’s response addresses this
item in discussing Item #11 from Section XIIL. “Corrective Action Plan” of the
Report.
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We would like to take this opportunity to express our appreciation for the
professionalism and courtesy demonstrated by the Bureau’s staff in the conduct of this
examination. Our Company is committed to compliancewith all laws and regulations
of the Commonwealth of Virginia and we look forward {@ bringing the examination to a
successful conclusion.

Sincerely,

Stemfha

Steven E. Johnson, FLMI, A
Senior Market Conduct Ay
Assurant Health Regulatof

Encl.
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John Hancock Life Insurance Company (U.S.A.)
US Insurance Compliance

197 Clarendon Street

Boston, Massachusetts 02116

Tel: (617)—572-1997

Fax: (617) — 572-0399

E-mail: rfamiglietti@jhancock.com

Richard Famiglietti
Sr. Compliance Consultant

September 19, 2014

To: Virginia Market Conduct Examiners

Re:. Market Conduct Examination of Long Term Claims Closed Block of Time
Insurance Company {Draft Report Response}

ivision of the Virginia State
ided on September 5, 2014
regarding the review of processes and procedidre ini ion of Long-term Care
policies by John Hancock Life Insurance S.A)), NAIC #: 65838, for Time
Insurance Company, NAIC #69477.

We appreciate the opportunity afforded by the Bureau 0

Additional clarifications, commenta nd e ection “XII. Corrective Action Plan” of
the Draft Report is provided belo
appear in the Draft Report.

Within the section of t orrective Action Plan”, item #4 states:

“4, Immediately file i EOB form as required by §38.2-3407.4 A of the Code;”

JH Response:

It is not clear to John Hancock (“the Company”) that Section 38.2-3407.4 A of the Code is
applicable to long-term care insurance. As noted in the draft report, Section 38.2-3407.4A of the
Code requires that “each insurer issuing an accident and sickness insurance policy....shall file for
approval explanation of benefit forms.”

Accident and sickness insurance is defined and governed by Chapters 34 and 35 of the Code,
whereas long-term care insurance has been regulated since 1987 in a separate and distinct
chapter of the Code under Chapter 52 (VA Code Ann. 38.25200 et seq.). Prior to that time,
long-term care insurance had been regulated pursuant to the requirements that apply to accident
and sickness insurance under Chapters 34 and 35.

The definition of “Accident and Sickness” insurance found in Section 38.2-109 of the Code does
not specifically include or exclude long-term care insurance. Also, the filing checklist for long-
term care insurance found on the BOI’s website does not include a line-item for filing
explanation of benefit forms. In addition, the checklist for filing explanation of benefit forms
does not specifically reference long-term care insurance. Thus, the BOI’s filing guidance does




not indicate that it expects insurers to file explanation of benefit forms for long-term care
insurance. ‘

To date, the Company has not been required to file its explanation of benefit forms in any state
for long-term care insurance since its history of doing business in 1987. We are not aware of any
other carrier that is filing its explanation of benefit forms for long-term care insurance in any
other state.

As such, the Company respectfully requests the BOI’s reconsideration of this matter.
Within the section of the Report titled “XII. Corrective Action Plan”, item #8 states:

“8. Strengthen its established procedures for creating and sending EOBs to ensure that every
EOB provided to an insured or claimant clearly and accurately discloses the method of benefit
calculation, the actual amount which has been or will be paid to the provider of services and
the benefits payable under the contract, as required by §§ 38.2-514 B and 38.2-3407.4 B of the
Code; “

JH Response:

John Hancock has been working to strengthen th lanation of Benefits
(EOB) to more clearly and accurately disclosg of benefit calculation, the actual
amount which has been paid and the benefits paya der the contract. John Hancock began
work on a long term project in 2010 to repla administration system with an enhanced

Beginning in February 2011, all n. | for Time Insurance were administered on the
new claims system. The EOBs fro imysystem clearly and accurately disclose the
method of benefit calcu ] hich has been paid and the benefits payable
under the contract.

John Hancock had pla
determined that the con
claims have been added to
is being sunset.

ystem in 2011, the system from which this finding is made




Within the section of the Report titled “XII. Corrective Action Plan”, item #11 states:

“11. Review its established procedures to ensure that it offers an amount which is fair and
reasonable as shown by the investigation of the claim, as required by 14 VAC 5-400-70 D;”

JH Response:

The systems and procedures established to ensure correct payments were reviewed. In our
review, we confirmed advanced facility payments processed prior to the inflation anniversary
date are processed at the lower daily benefit. The Company has updated its process to generate a
review past payment task in the claims system. This system flag will be created when an
advanced facility payment is being processed on a claim where inflation is being applied. This
system flag will alert the payment processor that inflation is being applied. The payment
processor will then ensure the correct amount owed based on the applied inflation is processed.

We appreciate your considerations with our commentary and thank yowtor your attention to this matter.

Richard Famiglietti
Sr. Compliance Consultant
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VIA EMAIL

Confidential Treatment Requested

Shane D, McCann, Assistant

September 17, 2014 Vice President
Talcott Resolution Compliance
The Hartford
Mr. Steven E. Johnson, FLMI, AIRC, ACS . Direct Dial: (860) 843-3317
Senior Market Conduct Analyst, Regulatory Compliance Fax: (860) 392-3436
Assurant Health
501 W. Michigan Street
Milwaukee, W1 53201

Re:  Virginia Market Conduct Examination
Time Insurance Company
Draft Report — The Hartford’s Comments

Dear Mr. Johnson:

The Company acknowledges the finding, In 013, Prudential Insurance Company of
America (“Prudential”) became the third.pa istrator for The Hartford’s individual life
additions and cross training have been
which track adherence to claim service
I’s claims handling area has also implemented
ding procedure (please see attachments), The
; cate to the beneficiary what claim requirements
are outstanding, Both i orresponding procedure were implemented on March
31,2014.

implemented. Inaddition, Prudenti
standards for the timely payment o

Please contact me if you ions or concerns regarding these materials.

Very truly yours,

» MLl

Shane D. McCann
Sk ek ok e st e ok sk ok ok o ok ok ok ok ok g oRode ook ok

The enclosed materials contain confidential and proprietary commercial information concerning the
Company. Accordingly, the Company hereby requests that the enclosed documents and this cover
letter be afforded confidential treatment pursuant to Virginia’s Freedom of Information Act, §2.2-
3700 et seq. If these documents become the subject of an inquiry, please contact me at (860) 843-
3317, and we will provide further information in support of the Companies’ request for confidential
treatment.

9060484 _1
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October 16, 2014

CERTIFIED MAIL 7002 0860 0001 3221 4062
RETURN RECEIPT REQUESTED

Steven E. Johnson, FLMI, AIRC, ACS
Senior Market Conduct Analyst

Time Insurance Company

501 West Michigan

Milwaukee, WI 53201

Dear Mr. Johnson:

The Bureau of Insurance (hereinaft d to as "the Bureau”) has completed
its review of your October 3, 2014, responseie Target Market Conduct Examination
Report of Time Insurance Com after referred to as “Time” or “the

Report. This letter ad
October 3rd respons
response does not a

, ponse will be attached to the final Report, this
sues where the Company indicated agreement.

The Bureau ac e corrective actions that Time has already taken as
the result of this examina noted in Corrective Action Plan (CAP) ltem 12, within
90 days of finalization of the Report, Time will be required to document compliance with
all of the corrective action items included in the Final Report. Upon receipt, the
examiners will review the documentation provided and communicate with you and your
staff if they have any questions or require additional documentation or further action.

Policy and Other Forms

Explanation of Benefits (EOB)

The examiners acknowledge John Hancock Life Insurance Company’s
(“Hancock”) objection to filing its long-term care EOB form as required by
§ 38.2-3407 .4 A of the Code of Virginia (“Code”). The Bureau disagrees with Hancock’s
analysis and finds its claim that accident and sickness insurance and long-term care
insurance are wholly distinct to be contrary to the way in which accident and sickness



Mr. Steven Johnson
October 16, 2014
Page 2

insurance and long-term care insurance have long been regulated in the
Commonwealth of Virginia (“Commonwealth”).

Article 2 of Chapter 100 of Title 38.2 of the Code defines and lists the varying
classes of insurance that are regulated by the Commonwealth. Long-term care
insurance is not listed as a separate class of insurance in Article 2. Thus, it follows that
long-term care insurance must fall within another class of insurance that is defined in
Article 2 of Chapter 100 — namely, within accident and sickness insurance, as defined in
§ 38.2-109 of the Code.

Long-term care insurance has long been viewed as a subset of accident and
sickness insurance. As an illustration, Chapter 140 of Title 14 of the Virginia
Administrative Code, which sets forth the minimum standards for individual accident and
sickness policies, provides that, “This chapter (14VAC5-140) shall apply to all individual
accident and sickness insurance policies delivered issued for delivery in this
Commonwealth except it shall not apply to Medicare supplement, long-term care, and
specified disease policies” (emphasis added). care insurance did not fall
under the umbrella of accident and sickness i ere would be no need to
except these policies out of the scope of Chaptg

care insurance and accident and
apters of the Code and separate

sickness insurance are governed by sef
i 2gories of insurance. However, this

regulations means that they are distinct ¢
conclusion is not warranted. i
requirements does not necessa
sickness insurance and long-te care insWrance or that requirements that apply to

, also fall under the umbrella of accident and
sickness insurance despite the fagt that they are governed by separate chapters of the
Virginia Administrativ

It is also important that in the Commonwealth, carriers that are licensed to
issue accident and sickness insurance are permitted to issue long-term care insurance
to the extent that they are otherwise authorized to issue life insurance or accident and
sickness insurance. See, e.g., § 38.2-5200 of the Code. There is no license that is
specific to the issuance of long-term care insurance; it falls under the accident and
sickness license. This further supports the view that long-term care insurance is a type
of accident and sickness insurance rather than a wholly distinct category of insurance.

With regard to the applicability of § 38.2-3407 A of the Code to long-term care
insurance policies, § 38.2-5201 of the Code states that all long-term care policies and
certificates, “shall comply with all the provisions of this title related to insurance policies
and certificates generally, except Article 2 (§ 38.2-3408 et seq.) of Chapter 34 and
Chapter 36 of this title. In the event of conflict between the provisions of this chapter
and other provisions of this title, the provisions of this chapter shall be controlling.”
Section 38.2-5201 of the Code clearly sweeps in the provisions of Chapter 34 of Title
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38.2 of the Code, with the exception of Article 2, pertaining to mandated benefits. Thus,
since there is no direct conflict between § 38.2-3407 A of the Code and the provisions of
Chapter 52, § 38.2-3407 A of the Code would apply to long-term care policies and
certificates.

Hancock states that the filing checklist for long-term care insurance found on the
Bureau’s website does not include a line item for filing an EOB form and that the
checklist for filing EOB forms does not specifically reference long-term care insurance.
The examiners have reviewed the checklists and note that the checklist for filing long-
term care insurance, or any other type of accident and sickness insurance, provides
guidance for filing the policy form. In addition, the EOB checklist does not reference
any policy type rather it is the checklist for accident and sickness insurance as defined
in Article 1 of Chapter 34 of Title 38.2

Finally, Hancock argues that it has not been requir
state for long-term care insurance and it is not aware of
EOB forms for long-term care insurance in any oth
consistently required that all insurers issuin
Commonwealth file their EOB form as required

to file its EOB forms in any
y other carrier that is filing
state. The Bureau has
care insurance in the
of the Code.

38.2-
The report appears correct as writt
Corrective Action Plan

CAP 4: Based on the reasons d

On the basis
Unfair Trade Practic
38.2-510 A 5, 38.2-5

he entire file, it appears that Time has violated the
ally Subsection 1 of § 38.2-502 and §§ 38.2-503,
.2-514 B of the Code of Virginia.

In addition, there violations of §§ 38.2-610 A 1, 38.2-610 A 2,
38.2-3407.4 A, 38.2-3407.4 B, 38.2-3407.15 B 1, 38.2-3407.15 B 2, 38.2-3407.15 B 3,
38.2-3407.15B 4, 38.2-3407.15B 5, 38.2-3407.15B 6, 38.2-3407.15B 7,
38.2-3407.15B 9, 38.2-3407.15B 10, 38.2-3407.15 B 11, and 38.2-5804 A of the
Code, as well as 14 VAC 5-90-40, 14 VAC 5-90-50 B and 14 VAC 5-90-60 B, Rules
Governing Advertisement of Accident and Sickness Insurance, and 14 VAC 5-400-50 A,
14 VAC 5-400-60 A and 14 VAC 5-400-70 D, Rules Governing Unfair Claims Settlement
Practices.

Violations of the above sections of the Code and Virginia Administrative Code
can subject Time to monetary penalties of up to $5,000 for each violation and the
suspension or revocation of its license to transact business in Virginia.
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In light of the foregoing, this office will be in further communication with you
shortly regarding the appropriate disposition of this matter.

Very truly yours,

Julie R. Fairbanks, AIE, FLMI, AIRC
Supervisor

Market Conduct Section

Life and Health Division

Telephone (804) 371-9385

CcC: Bob Grissom




Steven E. Johnson, FLMI, AIRC, ACS
Senior Market Conduct Analyst
Time Insdrance Company
501 West Michigan
Milwaukee, WI 53201

Althelia P. Battle, FLMI, HIA, AIE, MHP, AIRC, ACS ~

Deputy Commissioner

Bureau of Insurance ' HAATIAG
Post Office Box 1157 3‘E Oq
Richmond, VA 23218

RE: Alleged violations of the Unfair Trade Practices Act, specifically Subsection
‘ 1 of § 38.2-502 and §§ 38.2-503, 38.2-510 A 5, 38.2-510 A 15, and 38.2-514 B
of the Code of Virginia as well as violations of §§ 38.2-610 A 1, 38.2-610 A 2,
38.2-3407.4 A, 38.2-3407.4B, 38.2-3407.15 1, 38.2.3407.15B 2,
-38.2-3407.15 B 3, 38.2-3407.156 B 4, 38.2-34071 5, 38.2-3407.15B 8,
38.2-3407.15 B 7, 38.2-3407.15 B 9, 38.2-3407.15 B 10, 38.2-3407.15 B 11,
and 38.2-5804 A of the Code, as well as -40, 14 VAC 5-90-50 B
and 14 VAC 5-90-60 B 6, Rules Govern nt of Accident and
Sickness Insurance, and 14VA AC -400-60 A and -
14 VAC 5-400-70 D, Rules Governido aims Settlement Practices.

Dear Ms. Battle;

This will acknowledge recgip d October 22, 2014, concerning

r for the alleged violations cited above.
cashier's or company) in the amount of
$19,000 payable to th@ Treasurer gfi\Virginia. The Company further understands that as
part of the Commiss epting the offer of settlement; it is entitled to a
hearing. in this matter right to such a hearing, and agrees to comply with
the Corrective Action Pla d in the Target Market Conduct Examination Report
as of June 30, 2013. ' - '

This offer is bein'g.made solely for the purpose of a settlement and does not
constitute, nor should it be construed as, an admission of any violation of law.

Yourswve‘)y truly, : g
/de”pahy Representative” ¥
Sz S
/ /

Date

Enclosure (check)




COMMONWEALTH OF VIRGINIAi 4 iE_l % E_
STATE CORPORATION COMMISSION
AT RICHMOND, DECEMBER 8, 2014 >0, CLERS S DFFILE

0y 0EC-8 B 33U
COMMONWEALTH OF VIRGINIA, ex rel.

STATE CORPORATION COMMISSION

v. CASE NO. INS-2014-00222
TIME INSURANCE COMPANY,
Defendant
SETTLEMENT ORDER

Based on a target market conduct examination performed By the Bureau of Insurance -

requirements; violated §§88.2-510 A [8) and 38.2-510 A (15) of the Code, as well as 14 VAC

5-400-50 A, 14 VAC 5-400- d 14 VAC 5-400-70 D of the Commission's Rules
Governing Unfair Claim Settlement Practices, 14 VAC 5-400-10 ef seq., by failing to properly
handle claims with such frequency as to indicate a general business practice; violated

§ 38.2-514 B of the Code by failing to make proper disclosures; violated §§ 38.2-610 A (1) and
38.2-610 A (2) of the Code by failiﬁg to accurately provide the required adverse underwriting
decision and reasons to insureds; violated §§ 38.2-3407.4 A and 38.2-3407.4 B of the Code by

failing to comply with explanation of benefits practices; violated §§ 38.2-3407.15 B (1),




38.2-3407.15 B (2), 38.2-3407.15 B (3), 38.2-3407.15 B (4), 38.2-3407.15 B (5), 38.2-3407.15 B
(6), 38.2-3407.15 B (7), 38.2-3407.15 B (9), 38.2-3407.15 B (10), and 38.2-3407.15 B (11) of
the Code by failing to comply with ethics and fairness requirements for business practices; and
violated § 38.2-5804 A of the Code by failing to comply with procedures to establish and
maintain a complaint system for each of its Managed Care Health Insurance Plans (MCHIPS).

The Commission is authorized by §§ 38.2-218, 38.2-219, and 38.2-1040 of the Code to -

impose certain monetary penalties, issue cease and desist orders,gnd suspend or revoke a

defendant's license upon a finding by the Commission, after notic@land opportunity to be heard, -

30, 2013.

The Bureau has reco d that the Commission accept the offer of settlement of the
Defendant pursuant to the authority granted the Commission in § 12.1-15 of the Code.

NOW THE COMMISSION, having considered the record herein, the offer of settlement
of the Defendant, and the recommendation of the Bureau, is of the opinion that the Defendant's
offer shbuld be accepted.

Accordingly, IT IS ORDERED THAT:

(1) The offer of the Defendant in settlement of the matter set forth herein is hereby

accepted.




(2) This case is dismissed, and the papers herein shall be placed in the file for ended
causes.

AN ATTESTED COPY hereof shall be sent by the Clerk of the Commission to:
Steven E. Johnson, Senior Market Conduct Analyst, Time Insurance Company, 501 West
Michigan, Milwaukee, Wisconsin 53201; and a copy shall be delivered to the Commission's

Office of General Counsel and the Bureau of Insurance in care of Deputy Commissioner Althelia .

P. Battle.

A Trug Copy '
Teste: M—,\Q@G/@,
Clerk of the
State Corporation Commission
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