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State of WlSCOIlSln / OFFICE OF THE COMMISSIONER OF ]NSURANCE

Bureau_of Market Regulation
125 South Webstler Slreet » P.O, Box 7873
Madison, Wisconsin 53707-7873

Scott Walker, Governor

- Theodore K. Nickel, Commissioner (608) 266-3585 « (800) 235-8517
: Fax: (808) 264-8115
Wisconsin.gov - JUIy 1’ 2014 . - E-Mail: ocicomplaints@wisconsin.gov

Web Address: ociwi.goy

Honorable Theodore K. Nickel
Commissioner of Insurance
Madison, WI 53702

Commissioner:
Pursuant to your instructions and authorization, a targeted market conduct
examination was conducted June 16 to June 27, 2014, of:

CONTINENTAL LIFE INSURANCE COMPANY OF BRENTWOOD, TENNESSEE
Franklin, Tennessee

and the following report of the examination is respectfully submitted.
l.lNTRODUCTION

Continentat Life Insurance Company of Brentwood, Tennessee (CL! or the company)
was incorporated December 5, 1983, and commenced business on December 16, 1983. It
primarily writes Medicare supplement business. On May 1, 2006, Genworth Life Insurance
Company (Genworth) purchased the company and combined its existing Medicare supplemeht
business with CLIL. In June 2011, Aetna purchased the company from Genworth. It acquired
100% of the stock of the company. In October 2011, CLI signed an administrative services
agreement with Aetna Life Insurance Company. Aetna provided the company with personnel to
perfofm accounting, payment of claims, quality assessment and pharmacy - benefits
management services.

The company is licensed in 41 states and territories With the exceptions being
'Alaska, Arkansas; Connecticut, District of Cblumbia, Georgia, Guam, Massachusetts, Maine,
North Mariana [stands, New Jers‘gay, New York, Pueﬁb Rico, South Carolina, South Dakota, and

U.8. Virgin Islands.




.The top five states for premium are Wisconsin, Missouri, Florida, Texas; and Ohio.
The company became Iicehsed in Wisconsin November 28, 2000. On April 2, 2014, the
company ﬁotified the Office of fhe Commissioner of insurance (dCi) that it would no iong.er be
marketing Medicare supplement inéurance in Wisconsin effective May 15, 2014. |

7 In 2011, the company ranked as the 8th largest writer of Medicare supplement -

business in Wisconsin. It wrote 10,976 policies in 2011. The company ranked as the 4th
largest writer of Medicare supplement business in 2012. It wrote 7,228 policies in 2012.

Wisconsin received a waiver regarding the federal Medicare supplement Plans A to
N design requirements. Wisconsin Medicare supplement regulations provide for standardized
benefits under a basic policy with optional riders for the Medicare Part A deductible; Part B
deductible, l5art B excess expenses, a_ddifional home health visits, and foreign travel rider.

The -company does not contract with the Centers for Medicare and Medicaid
Services (CMS) as a plan sponsor to offer Medicaré Advantage (Medicare Part C) or Medicare
prescription drug plans (Medicare Part D). In 2012 and 2013 the company reported written
premium in all state§ where it was licensed. The following table summarized the total direct
national premium written in 2012 and 2013 as compared to the total direct premium written in
Wisconsin. |

‘National Direct Business to Wisconsin Direct Business Summary

Accident and

Life Insurance Annuity Health Insurance Deposit Type Other
Premiums Considerations Premiums Funds Considerations

2013 B ' ‘
Wisconsin $ 4997 $0 $ 49,151,302 %0 $0
National 4,692,558 0 254,632,177 -0 0
2012
Wisconsin $ 5554~ 30 ' $ 36,863,471 $0 ‘ 30
" National 5,077,187 0 - . 163,389,378 0 0

The majority of the premium written by the company in 2012 and 2013 was for

accident and health insurance.



The following tables summarize the premium written and benefits paid in Wisconsin

for 2012 and 2013.

Wisco_nsin Premium and Loss Ratio Summary

Percent of :
- Direct Premiums Total Direct Losses Pure Loss
Line of Business Earned Premium Incurred- . Ratio

2013
Group poficies $ 0 0% $ 0
Credit 0 0 0
Guaranteed renewable

(other individual policies 48,429,118 40,479,510 83.6%
All other individual policies 0 0 0
Total - $48,429,118 $40,479,510
2012 . .
Group policies $ 0 0% $ 0
Credit : . 0 0 0
Guaranteed renewable :

(other individual policies 35,024,612 30,086,533 83.7%
All other individual poiicies 0 0 0
Total $35,024 612 $30,086,533

The majority of the premium written by the company in both 2012 and 2013 was for

guaranteed renewable or Medicare supplement insurance policies.

The following table summarizes the company’s Medicare supplement business for

2012 and 2013.

Wisconsin Medicare Supplement Summary

Percent of
Premiums  Number
Amount- Earned - of
Premiums Incurred Incurred Covered
. Classification Earned Claims Claims Lives
2013 : :
Individual Policies
Most Current 3 Years $36,507,522 $26,833,244 £9.683% 22,686
All Years Pricr to Most Current 3 Years 10,086,211 12,397,747 122.918 4 547
2012
Individual Policies :
Most Current 3 Years $35,670,023 $29,807,902 83.566% 22,664
All Years Prior to Most Current 3 Years 209,533 232,739 ~ 111.075 08
QCl received 36 complaints against the company between January 1, 2012, and

December 31, 2013. A complaint is defined as “a written communication received by the




Commissioner's Office that indicates dissatisfaction with an insurance company or agent.” QOCI

complaint data indicated that the company had a pattern of not payihg correctly for the

Wisconsin chiropractic mandate and the skilled nursing mandate. In addition, OCI received

complaints from insureds ‘who received additional premium notices after paying theif 2012

annual premium.

The following table categorizes the compléints received against the company b_y type

of policy and complaint reason. There may be more than one type of coverage and/or reason

for each complaint.

Complaints Received

Total

Reason Type

Marketing Policyholder
Underwriting and Sales Claims Service Other

2012

Coverage Type

Group A&H

Individual A&H

Medicare

Supplement

Misc. Health & Life

“Total

2013

Coverage Type
Group A&H
Individual A&H
Medicare
Supplement

Misc. Health & Life
Total

13

13

23

23

2 1 9 11

2 1 9 11

" The annual grievance report for 2012 and 2013 indicated that the company had no

grievances or independent review requests to report.




. PURPOSE AND SCOPE

A targeted. examination was conducted to deterrﬁine whether the company’s
practices and procedures for its Medicare supplement businéss complied with the Wisconsin
insurance statutes and rules. The e>.<ar:nination focused on the period from January 1; 2012,
through March-' 31, 2014. In addition, the exami'nation included a review 6f ‘any subsequent
events deemed important by the examiner-in-charge during the examination.

The examination was limited to a review of company operations and management;
7 claims; marketing, sales and advertising; policyholder service and complaints; grievances and
independent review; producer licensing; policy forms and rateé.; and new business and
underwriting.

The report is prepared on an exception basis and comments on those areas of the

company's operations where adverse findings were noted.




. CURRENT EXAMINATION FINDINGS
Claims

The examiners reviewed the company’s response to the claims interrogatory. The -
~ examiners also reviewed the company's claim-s administration proceéses and procedures;
administrative sérvices agreement for HDM Corporation that converts paper ciaims to an EDI
file (837 file); procedure for baying interest on delayed claim payments; explanation of benefit
(EOB) forms; and claim adjustment (ANSI) codes. The examiners also interviewed the
company’'s claims manager. The company indibated that 93% of claims were processed
electronically.

’ The company used-two claims processing systems. Its older legacy system (CLi-
OTE) was used for policies written prior to 2010. The company used InsPro for policies written -
afte_p 2010. The company had a separate claim processing manual for Wisconsin mandated
benefits. The company removed claims for Wisconsin mandated benefits from electronic
adjudication and reviewed manually. The company paid mandated benefit claims based on the
billed amount not on the usuel customary and reasonable (UCR) claim payment methedology.
The company stated it planned to pay mandated benefit claims based on UCR in the future. At
the time of the examination, the company did not have an implementation date for the claim
system modification.

The company's audit team performed a daily audit of InsPro and CLI-OTE claims. It
ran reporis on late claims, claim adjudication summary, state notification Ietters, state
timeliness, and claims pending. |

The examiners reviewed a rendom sample of 50 paid Medicare supplement claims,
| 50 denied Medicare supplement claims files, and 10 denied skilled nursing cIaims.' The
examiners found that the skilled nursing claims were denied correctly based on the denial codes
used. The examiners found 22 denied claims in which the company did not initially provide

- benefit coverage for chiropractic services. The claims were later reprocessed and paid with




ir;terest when necessary. The company stated that in August 2012, a system conversion
affected its ability to identify chiropractic claims for processing under the Wisconsin ﬁwandate.
The_company conducted an audit on January 8, 2013, that found 328 claims were impacted by
. the system conversion. ;Fhe compar;y established a daily report for all ciairhs that refer_enced
chiropractic Codes-so that the claims could be manua‘ily adjusted. It effectuated full system
automation of chiropractic claims on May 12, 2014.

The éxaminers verified that the compahy‘ had annually filed the required Medicare
supplement insurance benefit appeals report as required by s. 632.84, Wis. Stat. The company
reported that it recei\)ed no benefit appeals in either 2012 or 2013. - |
Grievances and Independent Review ‘

The examiners reviewed the company’s reéponse to the grievance and independent
reviev;l interrogatory, the company’s internal grievance procedures, and independent review
procedures. |

Section Ins 3.39 (4s), Wis. Adm. Code, provides that Medicare supplement policies
are subject to Wisconsin's grievance procedures and independent review requirements reiéted
to Wisconsin.mandated benefits that apply to Medicare supplement policies. The examiners
verified that the company filed its grievance experic_ance reports for calendar years 2012 and
2013 as required by s. 632.83, Wis. Stat., and s. Ins 18.03, Wis. Adm. Code. The company
reported that it received zero grievances in either 2012 or 20‘13.

The examiners reviewed the company’s internal process and procedure for fraining
employees on how to respond to inquiries from policyholders regarding the grievance and
independent review processes. The examinérs -found that the company did not have a
“documented process and procedure in place. The‘company relied on a policy form for the
internal training of its representatives on the Wisconsin grievance and IRO prdcess_, The
company stated that utilizing the policy form was su'ﬁici-ent for internal training purposes.

However, as is referenced later in this examination report regarding the company’s failure to




distinguish between a complaint and grievance, the examiners found that the company should
institute training regarding grievance, complaints and appeals.
| 1. Recomxﬁendation: It is recommended that the company create and
institute a training module for its staff about Wisconsin's complaint,
appeal, grievance, and independent review requirements, and the
reporting requirements related to each of these processes to ensure
compliance with ss. 632.83, 632.835, and 632.84, Wis. Stat., and ch. Ins
18, Wis. Adm. Code.
Policyholder Service and Complaints
The examiners reviewed the company's response to the policyho]der service and
complaints interrogatory and the company’s complaint handling policies and procedures and
complaint log.
The company indicated it defined a complaint as a written or ve_rba] communication
expressing a grievance. Upon review of the complaint sample and the company’s internal
appeal tracker, the examiners found that the definition was not consistent with the requirements
in s. Ins 3.39, Wis. Adm. Code, regarding Medicare supplement poﬁcies. The examiners found
three complaints in the complai’nt' log that were written complaints received from a‘Medicare
beneficiary that met the definition of a grievance. The examiners found the company did-not
handlé or resolve the correspondence as grievances. - The examiners also founcj that the
.company did not send acknowledgment fetters, invitations to appear before the grievance
committee, or send a final decision letter as required by s. Ins 18.03, Wis. Adm. Code.
Sections ins 3.39 (4) (a) (12) and (4s) (a) (12), Wis. Adm. Code, require that
Medicare éupplement policies contain a provision describing the review and appeal procedure
for denied claims required by s. 632.84, Wis. Stat., and a_provision describing any grievance
r.ights required by s. 632.83, Wis. $tat., applicable to Medicare supbieﬁwent 'policies, Section Ihs
18.01, Wis. Adm. Code, includes definitions of the terms used in s. 632.83, Wis. Stat., aﬁd

defines a grievénce as any dissatisfaction with an insurer that is expressed in writing to the

insurer. As referenced earlier in this examination report, the company’s annual benefit




summaries filed with OC! indicated it had not received any benefit appeals for the period of
review. Likewise, the company's annual grievance reports for the period of review indicated it
had received zero grievances.

2. Recomlmendation: it is recommended that the company develop and

" implement a written procedure, including definitions, to ensure that its
grievance procedure is compliant with the provisions of ch. Ins 18, Wis,

Adm. Code.

3. Recommendation: It is recommended that the company develop and
implement a written procedure for the identification of grievances and the
reporting of these grievances to OCl on an annual basis as required by
s, £32.83, Wis. Stat., and s. Ins 18.06, Wis. Adm. Code.

4. Recommendation: It is recommended that the company refile its annual
grievance reports of its experience for the years 2013 and 2014 in order
to comply with s. 632.83 (2) (c), Wis. Stat.

The examiners reviewed 36 complaints on the company's complaint log, which
included complaints received by OCl. OCl's initial correspondence to the company (OCI letter
51-11), instructed the company to contact the complainant within 10 calendar days of receipt of
the letter to review the complaint to try to resoclve the problem. The examiners found that the
company files did not include documentation that the company had complied with the
ihstructions of the OCI letter. The company stated that it would implement a process to contact
the complainant within 10 days whether orally or via correspondence to resolve the issue.

" 5. Recommendation: It is recommended that the company develop,
document and implement a process to ensure a complainant is contacted
within 10 days of receipt of a complaint from OCI as required in OCl's
51-11 letter pursuant to s. 601.42, Wis. Stat.

Marketing, Sales, and Advertising

The examiners reviewed the company’s response to the marketing, sales, and
advertising interrogatory; its advertising files; and agent training procedures for Medicare
supplement. The examiners also interviewed the company’s regional vice president, new

- business director, and company financial officer regarding the company’s marketing-related

activities.




On April 2, 2014, the company notified OCI that it‘ would no longer be offering
Medicare supplefne'nt coverage in Wisconsin as of May 5, 2014. The company's parent had
introduced a new Medfcaré supplement policy issued by another of the parent’s companies.

The company indicated that it provided agent training by means of sales kits that
contain detailed product info.rmation given to agents upon appointment. The company also
iﬁade available webin‘a\rs,' e-mail blasts on products, and other areas of specific interest through
its agent Web site. The webinars were led by regional vice presidents who serve as primary
_ trainers. The company's regional vice presidents and the marketing general agents (MGAs)
also held one-on-one meetings with agents. The company delegated much of the agent training
to the contracted insurance agencies. The MGAs were expected to relay information to their
agents and to take responsibility for their agents.

The company indicated that it did not offer leads, but it did have a consumer lead
p}ogram. Each new Medicare supplement policy issued had a lead card inserted in the policy.
information kit delivered to the policyholder. If the policyholder filled out the lead card, the lead
was given to the writing agent, if still app_ointed. The company aiso inserted a flyer into each
explanation of benefits (EOB) for policyholders to complete and return to the home office.

The examiners _reviewed the company advertisements and also in:_spected the
corhpany advertisement files that the company is requifed to maintain under s. Ins 3.27 (28),
Wis. Adm. Code. The examiners found that the advertisement files were kept in a PDF format
on a shared drive with limited access. The advertisements were organized by state and
separated into active advertisements and inactive advertisements. The examiners found that -7
most of the 141 advertisements included on its list covering the period of review were not
~ created to induce sales to consumers but were for agent recruitment. The examiners verified
that the company had filed the Medicare supplement advertisements required to be filed under
S. .Ins 3.39 (15), Wis. Adm. Code. The company indicated th‘at it conducted a compliance

review annually of active advertisements.
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The examiners found that the company had a review process for agent-created
advertisements. The company marketing department approved the advertisements for use for
three months and monitored for continued compliance. |

The examiners reviewed the company’'s procedures for agent oversight. The -
company indicated its sales department was responsible for agent oversight. The sales
department monitored the agénts’ books of business and sales on a weekly basis through
regular and ad hoc reports. The procedure included a process for identifying potential violations
of the ethics code of the company and\or state regulations. The company aiso had a special
investigative unit that was responsible for investigating more serious complaints and issues.

Thé corripany did have a Facebook link but it did not appear to have much activity.

No exceptions were noted regarding the marketing review.

Electronic Commerce

The examiners reviewed the company's response to the electronic commerce |
interrdgatory and thé company's corporate Web site, https:/fwww.aetnaseniorproducts.com/. The
company utilized its public Web site for informational purposes and to provide information about the
company. The company had a secure poﬁél for agents who were ficensed with the company. The
company aiso had a secure p_pﬂal for policyholders to provide policyholders with in force policies
information about their policies and claims.

"The company indicated that it had a two-level process for reviewing requests from its
licensed agent producers"to use the corporate company 10go, company name, and/or its products in
marketing materials. The second levei of the review process included a review by the company's
legal and compliance depaﬁments.r

No exceptions were noted regarding the-electronic commerce review.

Policy Forms and Rates
The examiners reviewed the company's response to the policy forms and rates

~ interrogatory and the company’s policies, riders, applications, and outline of coverage that were

11




used or in effect during the period of review. The company’s compliance department was
‘responsible for policy form submissions.

| Effective July 1, 2008, s 631.20, Wis. Stat., was amended to allow most policy forms
to bersubmitted,to' OCI on a file-and-use basis rather than on a prior-approval basis. The
statute included an exception to file-and-use for Medicare replacement policies or Medicare
éupplement policies that continue to be subject to review and approval.” Section Ins 6.05, Wis.
Adm. -Code, requires that all policy forms that are filed with OCI include a cerﬁficate of
compliance by which the company certifies that the forms were in compliance With all applicable
provisions of the Wisconsin insurance laws 'and regulations.

The examiners reviewed all Medicare.supplement form submissions filed with OCI
during the period of review. The examiners found for policy form CLIMSP10BC W that the
policy did not contain language regarding coverage for care performed by a nurse practitioner,
which is mandated coverage under s. 632.87 (5), Wis. Stat., nor did the policy contain Iangua.ge
regarding coverage for cancer clinical trials, which is mandated covefage under s. 632.87 (6),
Wis. Stat. The examiners found that the outline of coverage form, CLIMS0486 W, indicated the
policy would not pay for hospice care, which was not consistent with the language in the policy
form. The examiner found the rider form PBDR10WI was titled Medicare Paﬁ B Copayment
Rider. Section Ins 3.39 (5m}) (e) 4., Wis. Adm. Code, requires that the rider be called Medicare‘
Part B Deductible Rider.

6. Recommendation: It is recommended that the cohpany file with OCI

amendments to the referenced forms and mail to current policyholders
the amended language no later than the policyholder's next annual
renewal to ensure that its policyholders have accurate policy descriptions
to-comply with s. 831.20, Wis. Stat., and s. Ins 3.39, Wis. Adm. Code.

The examiners found that the company had used application form CLIMS0533 WI for
new businéss written during the peridd of review. The application contained the name of a

sister company and not the name of the company. The company had not filed the applicatiori

form for review and approval as required by s. 831.20, Wis. Stat. The examiners also found that

12




the compaﬁy could not provide documentation that it had filed its HIPAA authorization form,-
CL10323, for, review and approval be-OCI. However, as the company had discontinued
marketing its Medicare supplement policies in Wisconsin at the time of the examination, this
eiamination report does not include recommendations régarding these findings.

Producer Licensing

The examiners reviewed the company’s response to the producer licensing
interrogatory, its agency agreements, and its policies and procedures regarding producer
licensing, terminations, and training. . The examiners also interviewed the company’s regional
vice president, new business director, énd company financial officer regarding the company's
praducer licensing and appointment processes'.

The examihers requested from the company a listing of all Wisconsin agents that |
represented the company as of the end of the examination period. The examiners compared
the company’s agent data with OCI's agent database. The examiners found that 6 agents had
appointment dates incormrectly keyed as years 1909 to 1912, instead of fhe correct Iiceﬁsing
dates of years 2009 to 2012. The examiners found 9 agénts had not been appointed with the
company as required by s. ins 6.57 (1), Wis. Adm. Code. TheAcompany indicated that some of
the appointments failed or were rejected during its vendors submission process. -The
examinersAfound' that 5 new business applications were suﬁmitted and accepted by the
company for those agents, which does not comply with s. Ins 6.57 (5), Wis. Adm. Code. The
examiners found that 61 agents had an incorrect Wisconsin license number in the 6ompany
system. The examiners found 5 agents had termination dates that differed from the termination
dates in OCl's agren’_t database. The examiners found 99 agents had ter:ﬁination dates reported
to OCI over 30 days‘after the date the‘ producer‘s_ appointment was terminated with the

company, which does not comply with s. Ins 6.57 (1), Wis. Adm. Code.
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7. Recommendation: ‘It is recommended that the c_ompany reconcile its
agent appointment records at the time of receipt of its annual billing from
OCIl in order to document its efforts to comply with s. Ins 6.57 (1), Wis.
Adm. Code. ' _
8. Recommendation: It is recommended that the company institute a
process to verify agent appointments processed by its vendor complete
the transaction processing cycle or are corrected and reprocessed in
order to document compliance with s. 628.11, Wis. Stat., and s. Ins 6.57
(1) and (5), Wis. Adm. Code.

9. Recommendation: It is recommended that the company develop,
document and implement procedures to ensure that the company reports
all producer terminations to OCI within 30 days of the termination date in
order to comply with the requirements of s. Ins 6.57 (2), Wis. Adm. Code.

Section Ins 6.57 (1), Wis. Adm. Code, requires that an application for appointment of
a producer be submitted to OCI and entered in the OCl licensing system within 15 days after the
earlier of the date the producer. contract is executed or the date the first insurance application is
submitted. Section Ins 6.57 (5), Wis. Adm. Code, states that no insurer shall accept business
directly from any producer or enter into an agency contract with a producer unless that producer
is a licensed producer app;ointed by the company. Section Ins 6.57 (2), Wis. Adm. Code,
provides that notice of termination of a producer’s appointment shall be filed with OCI prior to, or
within 30 calendar days of, the termination date. Termination date means the date on which the
insurer effectively severs the agency relationship with its producer and withdraws the producer’s
authority to represent the company in any capacity.

The examiners reviewed a random sample of 25 agent files for.‘agents with active
appointments. The examiners found that 6 files included a copy of the company’s welcome
letter informing agents that they could write life and/or other heaith proeducts in addition to a
Medicare supplement product on a single Medicare supplement application. OCI records
indicate that the application form was filed with OC! and denied on February 1, 2008, due to the -

multiple products option on the application. The company filed a new application on

March 9, 20086, that removed the section for life insurance and additional health insurance. The

14




company indicated that the welcome letter was a generic letter used for all agents and that it
had been discontinued in February 2011. .

The examiners found 2 agenit files included a company agent contract and company
agent reference sheet indic‘atin'g t_hat the agents were approved to sell products for the company
in Wisconsin. However, OCI records did not show the agents as‘a_plpointed with the company.
The company indicated that the appointments failed transaction processing, and it had not
reprocessed the appointments. The company indicated that it had accepted one application
from the non-appointed agents.

The examiners foLmd 21 agent files that did not contain a copy of the agent's license.
The company’s appointment procedures stated that ail agent files were electronically imaged,
included onboarding documents, contracting forms, appointment and termination letters, license
copies, and other ancillary documents. The company provided copies of the agent licenses and:
indicated it would be validating all licenses for agents appointed with the‘ company in Wisconsin.

10. Recommendation: It is recommended-that the company ensure that it
not accept business from or pay commissions to agents that do not have
a valid appointment with the company in order to comply with s. 628.11,
Wis. Stat., and s. Ins 6.57, Wis. Adm. Code.

14. Recommendation: It is recommended that the company either follow its

written procedures or change its procedures regarding the materials that -
it maintains in its agent files.

The examiners reviewed a random sample of 24 agent termination files. The
examiners found 13 files contained a termination reason that differed from thé termination
reason reported to the commissioner, and the terrﬁination c_iate reported to the commissioner
was also after the termination date listed in the letters. The company -stated that it had used

one defaalt reason for all terminations because it was terminating agents appointed in muitiple

states and was unable to use multiple reasons in its vendor’s system.
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12. Recommendation: It is recommended that the company follow the
written instructions from the Office of the Commissioner of Insurance
regarding the notice of agent termination and use the appropriate
termination reason and code in order to comply with s. 628.11, Wis. Stat., -
and s. Ins 8.57 (2), Wis. Adm. Code.

The examiners found 1 agent termination file in which the agent had not been
appointed with the company. The company indicated that it had accepted one application
written by the agent. Section Ins 6.57 (5), Wis. Adm. Code, prohibits an insurer from accepting
business directly from any intermediary or entering into an agency contract with an intermediary
unless that intermediary is a licensed agent appointed with that insurer.

13. Recommendation: [t is recommended that the company develop,
document and implement procedures to ensure that all agents are
appointed with the company. in order to comply with s. 628.11, Wis. Stat,,
and s. Ins 6.57 (1) and (5), Wis. Adm. Code.

The examiners found 4 agent termination files‘that did not contain a copy of the
agent termination letter. The company stated that although it was its practice to provide the
agent written notice prior to or within 15 days of filing the termination notice with the OCI, it
could not produce termination letters for the 4 agents from its imaging system. Section Ins 6.57
(2), Wis._Adm. Code, states, in part, notice of termination of appointment of individual
intermediary shali be filed prior to or within 30 days of the termination date with the office of the
commissioner of insurance. Prior to or within 15 days of filing this termination notice, the insurer
shall provide the agent written notice that the agent is no longer to be appointed as a
representative of the cémpany and he or she may not act as its representative.

14, Recommendation: It is recommended that the company develop a
process for the periodic monitoring and auditing of its paperiess workflow
process to ensure that all documents are imaged so that it can document
that termination letters complying with s. Ins 6.52, Wis. Adm. Code, are
sent, and-that it can reproduce documents requested by OCI in order to
comply with s. 801.42, Wis. Stat.

The examiners found 2 files in which the agent termination letters were not sent prior

to or within 15 calendar days of filing the termination notice. The company stated that the =

license canceltation was not converted during an administrative system conversion. Section Ins
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6.57 (1), Wis. Adm. Code, states, in part, prior to or within 15 days of filing the termination
notice, the insurer shall provide the agent written notice that the agent is no longer to be
appointed as a representative. This notice shall also include a formal demand for the return of
all indicia of agency.
| 15. Recommendation: : It is recommended that the company develop a
process to ensure that agent termination letters are sent timely and
comply with s. Ins 6.57 (1), Wis. Adm. Code. '

The examiners found 1 agent termination file in which the company did not terminate
the agent's appointment after.receiving a revocation notice from OCIl.  The company
acknowledged that it did not process the OCI appointment action notice indicating that the
agent's license was révoked and indicated it had taken steps to execute OCI apbointment action
notices within 24 hours of receipt from OCI. The company indicated it had changed véndors,
which would allow the company to be in sync with the OCI database. Section Ins 6.57 (5), Wis.
Adm. Code, states, no insurer shall accept business directly from any intermediary or enter into
an agency contract with an intermediary unless that intermediary is a licensed agent appointed
with that insurer.

16. Recommendation: It is recommended that the company develop a
process to ensure that it processes timely agent license revocation
notices from the Office of the Commissioner of Insurance in order to
comply with s. Ins 6.57 (5), Wis. Adm. Code.

New Business.and Underwriting .

The examiners reviewed the company's response to the new business and
underwriting interrogatory and the premiums, billing, and refunds interrogatory.

The examiners reviewed the 31 applications ihe company received from under age
65 applicants. The examiners fouhd that the company declined 18 of the applications, which did
not cbmply with s. Ins 3.39 (4s) (a) 22., Wis. Adm. Code. The company approved 10

applications and 3 were withdrawn. The company stated that starting in November 2013, it

stopped declining under age 65 applicants outside of open enroliment., There were 21 of the -
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applications that were from 2012 and 10 that were from 2013. ‘Section Ins 3.39 (4s) (a) 22.,
Wis. Adm. Code, states that the insurér may not use an underwriting standard for persons who
are under age 65 that is more restrictive than is used for persons age 65 and above.
17. Recommmendation: It is recommended that the company ensure that its
underwriting guidelines for Medicare supplement applicants under age 65
are no more restrictive than for those applicants 65 and gbove in order to
comply with s. Ins 3.39 (4s) (a) 22., Wis. Adm. Code.

The examiners reviewed a random sample of 25 issued Medicare supplement
applications. The examiners found 11 files in which the applications used were for form .
numbers CLIMS0533 W1 061610 and CLIMS01085 W1 110712. The examiners found that the-
applications had not been filed with OCl. The company stated that form number CL!MSO_533WI
061610 had been created-when parent company Genworth revised the company logo in June
2010. As the logo was the only thing that had been changed, the form was not filed with OCL.
The company further stated that form CLIMS01085 WI 110712 was again revised in Novembe;r
2012 by Aetna when it updated its company logo on the application. And, again, as only the
logo had changed, it had not been filed by the company. Seétion 631.20 (B6), Wis. Stat., states
that a form used and not already filed under par (a) on or after August 1, 2008, is exempt from
par (a) except for any of the following: (c) a form for a Medicare replacement policy or a

Medicare supplement policy.

18. Recommendation: [t is recommended that the company file ail forms
that are revised to ensuré compliance with s. 631.20.(6), Wis. Stat.

The examiners reviewed a randbm sample of 25 deblined new business applications.
The examiners found 1 application file that indicated the application was declined because the
‘ app!ica'nt did not meet underwriting guidelines. The examiners found that the apprlic:ant was
losing coverage under a Medicare Advantage plan within 12 months of enrolling in it. The
company acknowledged that it had incorrectly underwritten the applicant who was in a
guarantee issue timeframe. The examiners found that the company did not have a documented

process and procedure to ensure that it did not submit an application eligible for guarantee-
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issue to underwriting. Section Ins 3.39 (34) (b) 5. a. and b., Wis. Adm. Code, states that an
eligible person who was enrolled under a Medicare supplement policy and terminates
enroliment and eﬁrolls for the first time with any Medicare Advantage organization and the
enroliment is terminéted, by the enrollee during any period within the first 12 months of
enrollment is allowed guaranteed issue.
~ 19. Recommendation: It is recommended that the company develop,
document, and implement written procedures to ensure that an applicant
eligible for a guarantee-issue policy not be subject to underwriting
pursuant to s. Ins 3.39 (34) (b} 5. a. and b., Wis. Adm. Code.

The examiners reviewed a sample of 30 new business replacement a.pplications for
the period of review. The examiners found 3 applications were either missing a replacement
form or the form was not qomplete. The company stated that its current underwriting process
did not require a completed replacement form if the applicant was disenroliing from a group plan
and qualified for guarantee issue rights or the enrollee applied during open enrollment. The
" company indicated that the underwriting staff would be instructed that all information was to be
completed on the replacement form forra[ll underwritten applications prior to issuance of the
policy. Section Ins 3.39 (23) ¢., Wis. Adm. Code, states that upon determining that a sale will
involve rép[acement, an issuer shré!l fﬁrnish the applicant, prior to issuance or delivery of the
Medicafe supplement policy or certificate, a notice regarding replacement of accident and
sickness coverage. One copy of the notice signed by the app!icént and the agent shall be
provided to the applicant and an additional signed copy shall be retained by the issuer.

20. Recommendation: [t is recommended that the company have a
replacement form completed with all submitted Medicare supplement
applications to ensure compliance with s. Ins 3.39 (23) ¢., Wis. Adm.

Code.
o Th‘e‘examiners reviewed the company’s rate increase validation report used to audit
rate increases. The company indicatedﬁ that the report was created daily to'valiqlate the rate

increase letter and new premium amount. The examiners found_that the company processed

995 policyhdlder rate increases incorrectly in 2012, which resulted in these policyholders being
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undercharged. The cbmpany indicated that a discrepancy in the company system caused the
correct rate to not implement on the accounts, which caused the premium notices to generate
with incorrect premium amounts. The company later requested from policyholders the
additional premium_to complete the 2012 annual premium payment prior to releasing the annual
2013 billing notices.  The examiners found that the company's oversight over Vthe
implementation of new rates was not adequate in O(der to ensure that its policyholders were
charged correct rates.
21. Recommendation: It is recommended that the company implement a. |
documented process and procedure of oversight of the implementation of
new rates including periodic monitoring and auditing to ensure that rate
increases are correctly applied to its policyholders’ policies.
Company Operations and Management
The examiners reviewed the company's response to the company operations and
maﬁagement interrogatory, the company’s compliance plan, compliance manual, and the
explanation of the process for reviewing and updating the compliance plan documents. The
company indicated that, as a subsidiary of Aetna, it followed Aetna’s compliance guidelines. it
provided a copy of Aetna's code of conduct and explained how the document was used, the
training employees were required to take, and how violations of the code of conduct were
reported.
The company indicated that each business unit was responsible for self-auditing.
The_ examiners were provided a list of audits done by the various units such as policyholder
service, new business, contracting, claims, and the call center. The company assessed risk
associated with its vendors using three key areas such as projectéd expense, operational
dependency, and access‘ to customer data. Management annually éssigned poténtial risk
exposure to the vendors as high, medium, and low, and reviewed the vendors using such

processes as technology and business risk assessment questionnaires, scheduled reporting to

monitor contractual service level agreements, periodic contract reviews, and financial reviews of
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monthly vendor expense. The company had a disaster plan for all busihesé. units which was
reviewed annually.

The company indicated it followed its parent company‘s compliance guidelines and
was supported by its parent's corporate law and compliance departments. The company had a
dedicated business compliance officer that provid.ed day-to-day compliance oversight and
leadership.' The company indicated its pHiiosophy about compliance was that all departmenis,
managers, and staff were respdnsib[e for combliance, and that no one department was solely
responsible.

The examiners found that the company did not exercise adequate oversight.of its
~ complaint, appeal, and grievance reporting functions; its producer appointment activities; or its
rate increase implefnentation process.

22. Recommendation: It is recommended that the company develop and
document, as part of its company compliance program, a plan for
addressing issues relating to complaint, appeal, and grievance reporting;

producer appointments; and rate increase implementation to ensure
. compliance with Wisconsin statutes and regulations.
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IV. CONCLUSION
" The targeted market conduct examination resulted in 22 recommendations in the
areas of ciaims, producer licensing, grievance and independent review, company operations

and management, policy forms and rates, policyholder service and complaints, and underwriting

and rating..
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V. SUMMARY OF RECOMMENDATIONS
Grievances and Independent Review

Page 8 1.  ltis recommended that the company create and institute a training module for-
its staff about Wisconsin’s complaint, appeal, grievance, and independent
review requirements, and the reporting requirements related to each of these
processes to ensure compliance with ss. 632.83, 632.835, and 632.84, Wis.
Stat., and ch. Ins 18, Wis. Adm. Code.

Policyholder Service and Complaints

Page® 2. It is recommended that the company develop and implement a written
procedure, including definitions, to ensure that its grievance procedure is
compliant with the provisions of ch. Ins 18, Wis. Adm. Code.

Page 9 3. [t is recommended that the company develop and implement a written
procedure for the identification of grievances and the reporting of these
grievances to OCI on an annual basis as required by s. 632.83, Wis. Stat.,
and s. ins 18.06, Wis. Adm. Code.

Page 9 4 Itis recommended that the company refile its annual griévance reports of its

experience for the years 2013 and 2014 in order to comply with s. 632.83 (2)
(c), Wis. Stat.
Page 9 5. it is recommended that the company develop, document and implement a

process to ensure a complainant is contacted within 10 days of receipt of a
complaint from OCI as required in OCI’s 51-11 letter pursuant to s. 601.42,
Wis. Stat.

Policy Forms and Rates

Page 12 6. It is recommended that the company file with OCl amendments to the
referenced forms and mail to current policyholders the amended language no
later than the policyholder's next annual renewal to ensure that its
policyholders have accurate policy descriptions to comply with s. 631.20, Wis.
Stat., and s. Ins 3.39, Wis. Adm. Code.

" Producer Licensing

Page 14 7. Itis recommended that the company reconcile its agent appointment records
at the time of receipt of its annua! billing from OC in order to document its
efforts to comply with s. Ins'6.57 (1), Wis. Adm. Code.

Page 14 8. It is recommended that the company institute a process to verify agent
' appointments processed by its vendor complete the transaction processing
cycle or are corrected and reprocessed in order to document compliance with

s. 628.11, Wis. Stat., and s. Ins 6.57 (1) and (5), Wis. Adm. Code.

Page 14 9 It is recommended that the company develop, document and implement
procedures to ensure that the company reports all producer terminations to
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Page 15

Page 15

Page 16

Page 16

Page 16

Page 17

Page 17

10.

11.

12. -

13.

14.

15.

16.

OCI within 30 days of the termination date in order to comply with the
requirements of s. Ins 6.57 (2), Wis. Adm. Code., '

it is recommended that the company ensure that it not accept business from
or pay commissions to agents that do not have a valid appointment with'the
company in order to comply with s. 628.11, Wis. Stat., and s. Ins 6.57, Wis.
Adm. Caode. - ' '

it is recommended that the company eithet follow its written procedures or
change its procedures regarding the materials that it maintains in its agent
files. =

It is recommended that the company follow the written instructions from the
Office of the Commissioner of Insurance regarding the notice of agent

termination and use the appropriate termination reason and code in order to

comply with s. 628.11, Wis. Stat., and s. Ins 6.57 (2}, Wis. Adm. Code.

It is recommended that the company develop, document and implement
procedures to ensure that all agents are appointed with the company in order
to comply with s. 628.11, Wis. Stat., and s. Ins 6.57 (1) and (5}, Wis. Adm.
Code.

It is recommended that the company develop a process for the periodic
monitoring and auditing of its paperless workflow.process to ensure that all
documents are imaged so that it can document that termination letters
complying with s. Ins 6.52, Wis. Adm. Code, are sent, and that it can
reproduce documents requested by OCI in order to comply with s. 601.42,
Wis. Stat.

It is recommended that the company develop a process to ensure that agent
termination letters are sent timely and comply with s. Ins 6.57 (1), Wis. Adm.
Code.

It is recommended that the company develop a process to ensure that it
processes timely agent license revocation notices from the Office of the
Commissioner of Insurance in order to comply with s. Ins 6.57 (5), Wis. Adm.
Code. ‘

New Business and Underwriting

Page 18

Page 18

Page 19

17.

18.

19.

1t is recommended that the company ensure that its underwriting guidelines

for Medicare supplement applicants under age 65 are no more restrictive
than for those applicants 65 and above in order to comply with s. Ins 3.39
(4s) (a) 22, Wis. Adm. Code. :

It is recommended that the company file all forms that are revised to ensure
compliance with s, 631.20 (6), Wis. Stat. ‘

It is recommended that the company develop, document, and implement
written procedures to ensure that an applicant eligible for a guarantee-issue
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policy not be subject to underwriting pursuant to s. Ins 3.39 (34) (b) 5. a. and
b., Wis. Adm. Code.

Page 19 20. 1t is recommended that the company have a replacement form completed
with all submitted Medicare supplement applications to ensure compliance
with s. Ins 3.39 (23) c., Wis. Adm. Code.

Page 20 21. It is recommended that the company implement a documented process and
procedure of oversight of the implementation of new rates including periodic
monitoring and auditing to ensure that rate increases are correctly applied to
its policyholders’ policies.

Company Operations and Management

Page 21 - 22. It is recommended that the company develop and document, as part of its
company compliance program, a plan for addressing issues relating to
complaint, appeal, and grievance reporting; producer appointments; and rate
increase implementation to ensure compliance with Wisconsin statutes and
regulations. '
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