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. SCOPE OF EXAMINATION

The Target Market Conduct Examination of John Hancock Life Insurance
Company (U.S.A.) (hereinafter referred to as “John Hancock” or “the Company”) was
conducted under the authority of § 38.2-1317 of the Code of Virginia (hereinafter referred
to as “the Code”). The examination included a detailed review of John Hancock’s
individual life and group and individual long-term care insurance coverage for the period
beginning January 1, 2016 through December 31, 2016. The examination was conducted

at the office of the State Corporation Commission’s Bur€au of Insurance (hereinafter

referred to as the “Bureau”) from September 13, 2 July 25, 2019.

acceptance of such pra xamples referred to in this Report are keyed to the
numbers of the examiners' Review Sheets furnished to John Hancock during the course

of the examination.
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Il. EXECUTIVE SUMMARY

During the course of the examination, the examiners reviewed advertisements,
policy forms, agents, underwriting, premium notices, reinstatements, policy loans,
cancellations, nonrenewals, rescissions, conversions, complaints, and claim practices, to
determine compliance with the Code, the applicable regulations, the terms of John
Hancock’s insurance contracts, and the Company’s policies and procedures.

The current examination revealed that John Hancock failed to file for approval its

explanation of benefits (EOB) forms, as required by § 38.2=3407.4 A of the Code. This

violation could be construed as knowing, as the viously corresponded with
John Hancock regarding EOB filing require

There are 426 violations and instan on-compliance noted in this Report.
pany’s life advertisements included
broad and sweeping stateme ameters regarding the benefits of the
also used the terms “financial representative”
gents in life advertisements in a manner considered
to be misleading.

The policy forms review revealed that, while a few violations resulted from the
failure to file life forms for approval, the maijority of violations were the result of life forms
that received approval initially and were subsequently modified by John Hancock outside
of the permitted variability.

The underwriting review revealed that some of the Company’s life and long-term
care adverse underwriting decision (AUD) notices were not substantially similar to the

prototype notice specified in the Bureau’s administrative letter; the Company failed to

provide AUD notices in the case of certain closed files; and the Company failed to provide
REVISED 2



AUD notices in the case of certain files where a rider to the base policy was declined or
coverage was issued at a lower benefit level or higher rate than applied for.

The cancellations review revealed that John Hancock failed to maintain copies of
its lapse notices as required by the long-term care regulation. The Company has,
however, taken action subsequent to the examination time frame to begin implementation
of a process ensuring these notices are maintained.

There were 261 violations and instances of non-compliance noted during the

Claims review, with 238 involving long-term care claims an@ 23 involving life claims. The

long-term care claims review revealed that charg bmitted on invoices for services

§ 38.2-514 B of the C@dle. The lifeglaims review revealed instances where John Hancock

failed to acknowledge f notification of claims within 10 working days, as
required by 14 VAC 5-400-50 A, and failed to advise claimants of acceptance of claims
within 15 working days, as required by 14 VAC 5-400-60 A. The Company attributed
several of these instances to a temporary disruption of its payment process caused by
system updates.

While John Hancock exited the standalone long-term care market in December of
2016 and is not currently issuing new policies under this line of business, the Company
is still responsible for compliance with Virginia’s statutes and regulations, as well as

applicable contract provisions, in transactions involving in force business. The Company

also continues to offer long-term care riders attached to its life policies.

REVISED 3



A corrective action plan (CAP) that must be implemented by John Hancock was

established to address these issues and others discussed in the Report.




lll. COMPANY HISTORY

John Hancock was incorporated on August 20, 1955 in the state of Maine as the
Maine Fidelity Life Insurance Company and commenced writing business on January 31,
1956. On December 30, 1982, the Company became a wholly owned subsidiary of The
Manufacturers Life Insurance Company (“MLI") when MLI acquired all of the then-issued
and outstanding shares of the Company. The Company subsequently changed its name

to The Manufacturers Life Insurance Company (U.S.A.) on July 31, 1990 and

redomesticated to Michigan as of December 30, 1992.

On January 1, 2002, the Company merge mediate parent, Manulife
Reinsurance Corporation (U.S.A.), a Michig r, and its Wholly owned subsidiary,
The Manufacturers Life Insurance Compa ﬁ America, a Delaware insurer, with
the Company surviving.

Also, on January 1, 20( of assumption reinsurance, the Company
assumed all of the in ding all assets and liabilities, of its wholly
owned subsidiary, The, Manufacturers Life Insurance Company of America, which was
subsequently merged w the Company on December 5, 2005.

Following the April 28, 2004 merger between Manulife Financial Corporation
(“MFC”) and John Hancock Financial Services, Inc., the Company changed its name to
John Hancock Life Insurance Company (U.S.A.), effective January 1, 2005.

On December 31, 2009, the Company merged with its affiliates, John Hancock Life

Insurance Company and John Hancock Variable Life Insurance Company, both

Massachusetts insurers, with the Company surviving.



Net admitted assets as of December 31, 2016 totaled $229,892,290,373. As of
December 31, 2016, total life insurance premiums in Virginia were $103,158,250, and

total long-term care insurance premiums in Virginia were $84,592,302.




IV. ADVERTISING

A review was conducted of John Hancock’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 5-41-10 et seq., Rules Governing Advertisement

of Life Insurance and Annuities, 14 VAC 5-90-10 et seq., Rules Governing Advertisement

of Accident and Sickness Insurance, and 14 VAC 5-200-10 et seq., Rules Governing

Long-Term Care Insurance.

Where this Report cites a violation of this regulation it does not necessarily

mean that the advertisement has actually mis eived any individual to

from the overall impression t sement may be reasonably expected to

create within the se nt of the o which it is directed. (14 VAC 5-41-30 B

and 14 VAC 5-90-50

14 VAC 5-41-150 VAC 5-90-170 A require each insurer to maintain at its
home or principal office a complete file of all advertisements with a notation indicating the
manner and extent of distribution and the form number of any policy referred to in the
advertisement. The review revealed that John Hancock was in substantial compliance.

A sample of 50 life and 20 long-term care advertisements was originally selected
from a population of 740 life and 41 long-term care advertisements distributed in Virginia
during the examination time frame. As 1 life advertisement distributed in Virginia in 2017
was added to the review based on a referral, a total sample of 71 advertisements was

reviewed.



The review revealed that 15 of the advertisements contained violations. In the
aggregate, there were 21 violations, which are discussed in the following paragraphs.

LIFE INSURANCE ADVERTISING

14 VAC 5-41-30 B states that an advertisement shall be truthful and not misleading
in fact or by implication. The form and content of an advertisement shall be sufficiently
accurate, complete, and clear so as to avoid deception. It shall not have the capacity or

tendency to mislead or deceive. The review revealed 10 violations of this section. An

example is discussed in Review Sheet AD02-LW, where the advertisement included the

statement “Life insurance that protects you and y; no matter what life brings.”

presentation, and does ’ ity to mislead or deceive any
reader as to “the extent o ( prowded by the policy.”

Advertisements
when reviewin e must look at the entirety of their
content to d ce, completeness, clarity, and whether an
average readefwould undefstand the messaging, content, and tone. To do
otherwise, and exclusively focus on the phrasing in a single
bullet leads to ov onclusions being drawn. In addition, looking to
the manner in which a communication may be distributed, as well as the
underlying audience for that communication, can help with determining
compliance with states’ advertising laws.

For this item in question, your office was provided a fifty-four (54) page PDF
of a supplemental illustration (pages 1-3) and illustration report (pages 4-
54). Policy illustrations are only provided to potential customers by licensed
agents, appointed with John Hancock, whose licensing status has been
verified, for purposes of even providing them access to our illustration
reports in the first instance. Invariably, when a personalized illustration is
run for a customer, it is at that point in an agent’s solicitation process when
he / she has already had preceding discussions with the customer about
insurance products (and the product the illustration correlates to). Pages 1-
3 are a supplemental report that if used, would accompany the underlying
new business illustration for the policy (here, our Protection Survivorship
Indexed Universal Life policy), which is seen on pages 4-54 of this sample
(template). Note that this three (3) page supplemental report can only be
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provided to a potential customer if and when a producer runs a policy
illustration to provide to an individual. In no other instance would a producer
be able to access this supplemental report. The new business illustration
will always be provided to our customer as the basis for any sale, as this is
a requirement under state law and with our company policy for reviewing
applications and making underwriting determinations (and a decision
whether to issue a policy or not).

You are referencing a five (5) word phrase on the first page of the entire
illustration report, which states “no matter what life brings,” and suggesting
that this is an overstatement that is misleading or deceptive as to the entire
illustration report and the extensive content within, so that a customer at this
point in a solicitation process, would not know “the extent of the protection
provided by the policy.” First, this bullet statement ig qualified by language
immediately preceding it, which states “Protection L with Vitality offers:”
Second, based on an additional read of the optlonal port (pages 1-3), and
the basic |Ilustrat|on (template pages 4-54), i nly not the case that

the following (among other things on a personalized report for
any customer:

summary of premidims due, poliey values, net surrender value, net
death benefi

e Aclears insurance provided in this illustration
reflects )

o Type/ of product

o features e policy (including the Healthy Engagement
Rider and

e lllustration assumptions, including illustrated rate(s) and charges

e Important Reminders

e Descriptions of how varying things like charges, loans, withdrawals,
can impact a policy

e The customer’s name, age, state the customer lives in

Regarding the first three pages of the supplemental report, they also provide
context, balance, and a summary on the extent of protection provided by
the illustrated policy. The values on this report are pulled from the basic
illustration. The 2™ page lists:

e the prospective customer’'s illustrated coverage amount (being
applied for)

e guaranteed death benefit durations

e underwriting assumptions and potential premium amounts (to pay)

e and the applicants’ sex and age....



The examiners responded that the language in question is a broad and sweeping
statement with no parameters or qualifiers and that the extent and impact of “no matter
what life brings,” as well as the extent and impact of the benefits provided by the product
being advertised, is dependent upon many factors. The examiners maintain that the

advertisement has the capacity to mislead or deceive the reader.

14 VAC 5-41-40 B states that if an advertisement uses the terms "nonmedical,"

"no medical examination required," or similar terms where issue is not guaranteed, these

terms shall be accompanied by a further disclosure of equalprominence and juxtaposition

to the effect that issuance of the policy may de the answers to the health

questions contained in the application. The jolations of this section.

where the advertisement stated “No

ical exams,” “No lengthy forms,” and

) 3-5 days.” A disclosure on the back of

guaranteed...” and that “John Hancock will

obtain additional infofmation, incléding but not limited to medical records....” However,

the initial statements in note directing the reader to the disclosure on the next

page, and the disclosure is not juxtaposition (side by side/adjacent) to the statements to
which it is applicable. John Hancock disagreed with the examiners’ observations, stating
that:

This letter is compliant with Virginia law as it does not make untrue,
deceptive or misleading statements under Section 38.2-502 of the Code of
Virginia, and its content and formatting is not misleading, deceptive, or
untrue. In addition, it is compliant with the content and prominence
standards seen in 14 VAC 5-41-40 B. Regarding 14 VAC 5-41-40 B, the
intent of this code section is to ensure that advertisements aren’t creating
the impression that a guaranteed issue product is being promoted, when in
fact, that is not the case.

As information on how this letter was generated and used, it was not put
into use until December 2016. This letter was a high-level invitation to
10



inquire - sent by a firm to prospective customers. This letter's offer was
structured to apply to any John Hancock single life policies available for sale
(including our “Vitality” products), which we would then employ a
streamlined underwriting process to and review for eligibility to issue (only
up to a maximum face amount of $500,000, as noted in the letter). You will
see that no specific product type or product category was mentioned in this
letter, and in fact we stated that “[w]e offer many life insurance options and
will help you find the right product for your needs.” As part of this
streamlined underwriting process we offered, no medical exam was
required of the audience that this letter was sent to. In the letter we
purposely stated there were “no medical exams” for those individuals to take
- because this was a true statement based on the process we would employ.

Given this fact, not only was the language we used throughout the body of
the letter purposeful, it clearly met the intent befRinhd 14 VAC 5-41-40B
(preventlng agalnst a customer believing they re being offered a
“guaranteed issue” product). Specifically, p e body of the letter,
we clearly state the individual is (merely) mw for up to $500,000
in coverage, as opposed to saying sog ill receive up to
$500,000 in coverage.” In addition 46 of the letter, we
never used the words or phradin anteed issue,” “guaranteed

acceptance,” “instant issue,” “ 2 eptance,” and did not imply or
state anything else in that veig itionally, we use language in the letter
(1%t page) that states we ¢ ide ver in 3-5 days” (not an issued

call the agency to “discussithe solutionsithat could help” with their possible
i ~ d ‘could’ - where again — we never
state or imply a

In addition, lo
also met the i 4 VAC 5-41-40B. The first thing a customer
reads on that (ba the letter, is that for any policy a customer may
inquire about, the poli as a description of coverage, varying exclusions
and limitations, and that customers should contact an agent or John
Hancock for more information and complete details on coverage (in fact, we
state that again, at the bottom of page 2). This language does not state or
imply a policy is guaranteed issue / acceptance, and as your Observation
notes, this section of our letter further states the exact opposite (“Policy
issuance is not guaranteed ....").

Regarding your observations, and more specifically the prominence
standard in 14 VAC 5-41-40 B, this code section does not state that there
is a requirement to use footnotes on any given piece. For this 1 sheet letter
(front & back page), the following points show how our disclosure was of
greater or equal prominence to the statement regarding no medical exams.
Specifically:

e The first thing the reader sees on the 2" page is a block disclosure
e This block disclosure is in a prominent 12 point font

11



e This disclosure references, two times, an application and medical review
process (underwriting & obtaining additional information)
e This disclosure specifically states that policy issuance is not guaranteed

Looking at what 14 VAC 5-41-40B actually says, the following:

if an advertisement uses the terms "nonmedical," "no medical examination
required,” or similar terms where issue is not guaranteed, these terms shall
be accompanied by a further disclosure of equal prominence and
juxtaposition to the effect that issuance of the policy may depend
upon the answers to the health questions contained in the application.
(emphasis of bolded text, added).

The language we used in the disclosure section on page two (2) of the letter,
counter-balances the page one (1) phrasing of ‘ng medical exams.” The
meaning of the “juxtaposition to the effect that” language highlighted in bold
text immediately above - refers to the substance an ntent of any contrast
and comparison language that one must u ss phrasing like ‘no
medical exams.” The VAC section, how not state that any
disclosure must be in “close proximity”
VAC 5-41-40B does not use the terns “minimized”, or
any similar phrasing, at all. language, contrasting and
comparing to the ‘no medical exa asing, is compliant as to its
substance and placement, as 8. 10 the effect that issuance of the
policy may depend upon < ealth questions contained in
the application — where pplication and the review of
medical information, two

limited tom , to evaluate your application ... and ... identify
any misrepres [ the application.”

The examiners maintained their findings. In the version of the advertisement provided
with John Hancock'’s response, the disclosure is not only on the back of the referenced
statements, but it is in a smaller font and in regular type, while the referenced statements
are in bold type. Further, the reader must read through half of the untitled, unreferenced
disclosure paragraph before reaching information stating that “Policy issuance is not
guaranteed as any life insurance purchase is subject to completion of an application and

underwriting approval.” The disclosure is neither of equal prominence nor juxtaposition

to the statements to which it is applicable.
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14 VAC 5-41-80 B states that an advertisement of a particular policy shall not use
the phrase "inexpensive," "low cost" or any similar term unless that fact is capable of
being demonstrated to the satisfaction of the commission. The review revealed 2
violations of this section. An example is discussed in Review Sheet AD04-JA, where the
terms “affordable” and “low premiums” were not substantiated or demonstrated to be true
in the advertisement. The terms are used to generally describe the policy’s rates;

therefore, the examiners requested evidence to support the claim that the coverage

advertised was affordable to the target audience and requiring low premiums based on

ti John Hancock disagreed,

stating:

financial data, demographic studies, or other doc
This advertisement does not vio @ 5-41-30 B or the ‘overall
impression’ standard noted therein. s leve the phrasing in this piece
is balanced and can demon alongiwith the additional documentation

requested in your observ, is compliant under Virginia
state law. We disagree on that the 1x use of the term ‘low
premiums,” and the refe the term ‘affordable,” need to be
based on the recipi > isement’s ability to pay (for insurance
and this partic

In looking at t [ [ entirety, and contextually reviewing all of its
content relative nts made within it, this piece is balanced and

sufficiently clear ete so as not to be misleading or deceptive.
Regarding the use of the referenced term ‘affordable,’ it is used in this
immediate sentence:

“John Hancock Term offers you an affordable way to help prevent financial
hardship in the event of your untimely death.” (PDF page 4 of 8).

This statement, intended to pique any reader’s interest in insurance or this
particular product, is postioned [sic] to have the reader consider whether or
not insurance is affordable relative to the hypothetical questions presented
to the reader on the prior page (PDF page 3 of 8). More specifically,
whether the reader could otherwise - without insurance coverage - afford
to: replace lostincome, make tuition payments, pay toward one’s mortgage,
continue a business, etc.

In addition, the phrasing in the sentence itself, refers to the manner in which
insurance could be affordable, and clearly does not state that this product
is affordable for every reader. The statement says: “John Hancock Term
offers you an affordable way to help preventfinancial hardship,” and then

13



this piece immediately and subsequently refers to how the premium
obligation for this policy (type) is for a fixed amount, and for a fixed duration.
For term insurance, a fixed premium for the referenced 10, 15, 20 year
duration — is for a shorter timeframe than a premium obligation on a
permanent policy whose premiums are typically in the marketplace, at least
to life expectancy of the insured or even lifetime (commonly known as being
over age 100 or even to age 121). Use of the word affordable in this context
is not deceptive.

As part of an analysis to determine an advertisement’'s compliance with
state law, and here, both 14 VAC 5-41-30 B and 14 VAC 5-41-80 B, one
has to have an understanding of how term products are positioned in the
marketplace. Industrywide, term products are often positioned as low-cost
and affordable. Our company could readily produce multiple examples from
either 2016 or even today, which show our compgtitors positioning term
insurance in the way John Hancock did within this\guide in question, and
where they also use terms like “affordable,” ffordable option,” or
e in question, it did

offer low and affordable premiums — angd vided quote and
illustration (see PDFs provided) — thi product for a 35
year old preferred male would have in annual premium; whereas
our Protection UL 16’ permanent proe 20 years on the same insured

would have been $2,571 anp

14 VAC 5-41-9

planner,” "investment advisor," "financial consultant," "financial counseling" or other
similar terms in a way that implies that the person who is engaged in the business of
insurance, is generally engaged in an advisory business in which compensation is
unrelated to sales unless that is actually a fact. No person engaged in the business of
insurance shall hold himself out, directly or indirectly, to the public as a "financial planner,”
"investment advisor," "financial consultant," "financial counselor" or any other specialist
engaged in the business of giving complete financial planning advice relating to

investments, insurance, real estate, tax matters, and trust and estate matters unless that

person in fact is engaged in that business and renders those services. The review
14



revealed 5 violations of this section. An example is discussed in Review Sheet AD04-LW,
where the disclosures section of the advertisement instructed the reader to “Please
consult your financial representative as to how premium savings may affect the policy
you purchase” and to “Please consult your financial representative as to product
availability.” Five lines down, the advertisement stated “Please contact a licensed agent
or John Hancock for more information, costs, and complete details on coverage,” thus

giving the impression that the “financial representative” and the “licensed agent” were

different individuals with different functions. Use of the tefi “financial representative” in

referring to the licensed agent implies that the ‘financialffepresentative” is generally

engaged in an advisory business with comp sales. John Hancock
disagreed, stating, in part:

Your observation states: “Th
implies that the agent is g
compensation unrelated
examination of it revea
assumes its own [

terms in referring to an agent
in an advisory business with
asSertion is untrue and a close
lar logic, it is an argument that

2d, its mere use always means (and
n agent is generally engaged in an advisory
der 14 VAC 5-41-90.J. Here is what this VAC

automatically i

business.” Thi

plies) “tha
is not true

an insurer or agent shall not use the terms "financial planner,” "investment
aadvisor," "financial consultant,” "financial counseling” or other similar terms
in a way that implies that the person who is engaged in the business of
insurance, is generally engaged in an advisory business in which
compensation is unrelated to sales unless that is actually a fact. [emphasis
added].

Unquestionably, 14 VAC 5-41-90.J does not have an absolute prohibition
against use of the term in question (or for that matter, terms like
“financial planner” listed in the code), and had the Virginia Department
of Insurance wished to state otherwise in the VAC (i.e. - that use of such
terms or similar terms in all instances would imply a person engaged in the
insurance business is also generally engaged in an advisory business), it
could have easily done so by different ways of phrasing this section.

Looking beyond the observation’s misinterpretation of the VAC, as a factual
matter we reject the idea that the term “financial representative” has the

15



same meaning as the specifically noted examples in the VAC, “financial
planner,” “investment advisor,” “financial counseling,” or “financial
consultant.” Regardless, even looking at the use of the term in question here
(“financial representative”), there is no way within either the context of the
piece itself, or the sentences you have referenced and extracted, that this
term per se and even how it is used in any sentence in the piece, is used
‘in a way that implies [a person] who is engaged in the business of
insurance, is generally engaged in an advisory business ....” As noted
earlier in our response, this (or any piece) must be read in its totality and
in context, relative to among other things, its primary / secondary / overall
messaging, and its tone. This is an educational piece, an FAQ document
written about the John Hancock Vitality program for John Hancock life
insurance policies, and it was written for potential customers. That is the
extent of the content of the piece — there is no contegnt in it to suggest that
a ‘financial representative’ is engaged in an advisofy business. Also, while
this piece was written by John Hancock, it was fot (is not) distributed
directly to customers by John Hancock. It j in nature in that the

only way customers could receive it, is if it wa them by a licensed
and appointed representative who sells d who has been
granted access to this piece throug John Hancock.
This piece, like the majority of pieces, is created for any
‘accountholder’ agent to access and @ e — but it is not personalized to

agent could be perceivg ing\ himSelf out in a manner that is
prohibited by the VAC.

“financial repr i isgused, in those sentences themselves there is
no messaging{that conveys or implies an individual is “generally engaged
i [ ich compensation is unrelated to sales.” Here
are the sentences; ich are in a disclosure section on our piece, and
what they (and their intent) communicates:

1) Text in flyer: “Please consult your financial representative to
determine if the program is available on your existing policy.”
Translation: inquire for more information on whether Vitality is
available with the life insurance products listed in the “Additional
Information” FAQ # 16.

2) Disclosure in flyer (FN marker #1): “Please consult your financial
representative as to how premium savings may affect the policy you
purchase.” Translation: inquire as to how lowering your premiums
and any savings realized, could affect your policy.

3) Disclosure in flyer (FN marker # 5): “Please consult your financial
representative as to product availability.” Translation: this disclosure
is used to meet varying states’ disclosure requirements, we are
asking current or potential customers to confirm whether or not a

16



policy manufactured by John Hancock would even be available for
them to purchase, before further inquiring on that product....

The examiners responded that it is their position that the term “financial representative”
is substantially similar to the terms referenced in 14 VAC 5-41-90 J such as “financial
planner” and “financial consultant.” Further, 2 disclosures instructing the reader to
consult [emphasis added] his or her “financial representative” immediately followed by
an instruction to contact [emphasis added] “a licensed agent or John Hancock” implies

that the “financial representative” is a different individual and provides a different service

and function than the “licensed agent.” While mere use afithe terms referenced in the

regulation is not prohibited, the regulation does pro them in a way that implies

that the person who is engaged in the busi urance, is'\generally engaged in an

advisory business in which compensation iStuRrelated to sales. The examiners maintain
that the manner in which the term tative” is used in this advertisement

is in non-compliance with the re

John Hancock violatedh14 VAC 5#41-30 B, 14 VAC 5-41-40 B, 14 VAC 5-41-80 B, and

14 VAC 5-41-90 J, placin violation of subsection 1 of § 38.2-502 and § 38.2-503
of the Code.

Filing Requirements for Long-Term Care Insurance Advertising

14 VAC 5-200-160 A states that every insurer providing long-term care insurance
or benefits in this Commonwealth shall provide a copy of any long-term care insurance
advertisement, as defined in 14 VAC 5-90-30, intended for use in this Commonwealth
whether through written, radio or television or other electronic medium to the Commission.
To the extent that it may be required or permitted under the laws of this Commonwealth,

the Commission may review or review for approval all such advertisements. The review
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revealed that 3 advertisements were not filed with the Commission, in violation of this
section in 3 instances. An example is discussed in Review Sheet AD16-JA, where John
Hancock altered the filed version of an advertisement by inserting additional language.
John Hancock disagreed and stated:

...this language was inserted because it was thought to be allowed-for

under a statement of variability, and the language was an educational fact

that provided objective information which was neither a marketing point nor

a “material change” relative to any possible marketing content in these
pieces.

The examiners responded that the standards regarding vafability of information specified
by the Insurance Product Regulation Commission ny change in content other
than that described in the statement of variabi

was not approved and does not appear infth ent of variability.
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V. POLICY AND OTHER FORMS

A review was conducted to determine if John Hancock 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. 14 VAC 5-100-50 3 states that a form must be submitted in the

final form in which it is to be marketed or issued.

POLICIES

7

ample of

Sections 38.2-316 A and 38.2-316 G ode set forth the requirements for

the filing and approval of policy forms prior

Life Insurance

The examiners reviewed D0 from a population of 921 individual life

policies issued durin e examinatio e frame. The examiners also reviewed the

policy forms used in t rm life conversions sample files and the policy forms
used as part of the 1035 e es included in the individual life surrenders sample files.

The review revealed 4 violations of §§ 38.2-316 A and 38.2-316 C 1 of the Code
where John Hancock issued the 4 policy forms listed in the table below that were not filed

with and approved by the Commission as required.
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CODE

FORM NUMBER DE;‘:IS E(I;:I:AON SECTION %Iagléyrv
VIOLATIONS
Flexible Premium
ICC10_09ACCUL | Adjustable Life | 502316 A | prog-ga
: 38.2-316 C 1
Insurance Policy
Flexible Premium
Variable 38.2-316 A
ICCO8_08MAJVULX | piistable Life | 38.2-316 C 1 | T 04-JA
Insurance Policy
Flexible Premium
Variable Universal | 38.2-316 A
ICC12 12PROVUL Life Insurance 38.2-316 C 1 PFO1-B8B
Policy
S0682va Survivorship Term PFO3-JA
Life Policy

The examiners respon

An example is discussed in Review Sheet PEQ4
approved version of the policy to remove
TO RETURN?” provision of the polic
update, and recognize tha
understanding that

VA'’s free look
language that

variability.

Long-Term Care Insurance

and approved by the Commission.

20

long-term care policies issued during the examination time frame.

ant with ICC standards, as well as
sition that we are in compliance. The
is redundant language, and we respectfully
e removed as immaterial.

rm must be submitted in its final form, and the policy

had been modified from the filed and approved format that did not allow for such

The examiners reviewed a sample of 53 from a population of 274 individual

The review revealed that the policy forms used by John Hancock were filed with




APPLICATIONS/ENDORSEMENTS

Sections 38.2-316 B and 38.2-316 C 1 of the Code set forth the requirements for

the filing and approval of application and endorsement forms prior to use.

Life Insurance

The review revealed 10 violations of each of these sections where John Hancock

used the 10 application/endorsement forms listed in the table below that were not filed

with and approved by the Commission as required.

Benefit Rider

DESCRIPTION OF REVIEW
FORM NUMBER FORM SHEET
TION
NB5171US (04/2011) | ., Medical E B | PFO3-JA
Continuati ag 1
NB5136VA (12/2013) | Variable - Fu 38.2-316 B PE03-JA
Version 05/2015 Alloca 38.2-316 C 1
NB5136VA (12/2013) j ' d| 38.2-316B
Version 05/2016 38.2-316 C 1 PF03-JA
ICC16 NB6016
(03/2016) Version Allocatia und 3%82'?;3'256(381 PFO03-JA
05/2016 '
ICC16 NB
) ( ife - Fund | 38.2-316 B
(03/2016) Version Allocation 38.2-316C 1 | T T03-JA
10/201
. Application 38.2-316 B
None liste Supplement 38.2-316 C1 | T T05-JA
Changes Not
) . - 38.2-316 B
None listed Othenmsg Ratlfled 38.2-316 C 1 PFO05-JA
Provision
) 38.2-316 B
None listed Endorsement 38.2-316 C 1 PF05-JA
Supplementary
! 38.2-316 B
S432-9VA Benefit Four Year 38.2-316 C 1 PF06-JA
Term
Supplementary
: 38.2-316 B
S134-1VA Benefit Accelerated 38.2-316 C 1 PF06-JA

Examples are discussed in Review Sheet PF05-JA, where John Hancock used the

“‘Application Supplement,”

“Changes

Not
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“‘Endorsement” forms but failed to file them for approval. John Hancock agreed with the

examiners’ observations.

Long-Term Care Insurance

The review revealed that the application/endorsement forms used by John
Hancock were filed with and approved by the Commission.

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 14VAC 5-200-153 set forth the

filing of rate and rate changes for long-term care i licies.

The review revealed that John Hang @

NEFITS (EOB)

substantial compliance.

Section 38.2-3407.4 A offthe Code requiresthat each insurer issuing an accident
and sickness policy sh ile itShexplanation of benefits forms for approval by the
Commission.

The examiners sample long-term care claims revealed that the EOB
forms issued had not been filed with and approved by the Commission. These violations
are discussed in Review Sheet PF01-BL. John Hancock’s use of an EOB that had not
been filed with and approved by the Commission placed the Company in violation of
§ 38.2-3407 .4 A of the Code in 4 instances. John Hancock agreed with the examiners’
observations and noted that 3 of the 4 EOBs had been subsequently filed with and
approved by the Commission on May 23, 2018 and that the Company is in the process

of filing the other EOB for approval.
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Due to the fact that the Bureau discussed the EOB filing requirements set forth in
§ 38.2-3407.4 A of the Code with John Hancock during a prior examination of a carrier
for which John Hancock administered long-term care coverage, the current violations of
this section could be construed as knowing. Section 38.2-218 of the Code sets forth the

penalties that may be imposed for knowing violations.

REVISED 23



VI. AGENTS

The purpose of this review was to determine compliance with various Sections of

Title 38.2, Chapter 18 of the Code and the applicable agent training requirements

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

A sample of 10 from a population of 828 agent and agency appointments in effect
during the examination time frame was selected for review. The writing agents or

agencies designated in the 100 life and 53 long-term care sample new business files were

also reviewed, as well as those designated in the term life.€onversions sample files and

the 1035 exchanges included in the life surrenders

The review revealed that was in substantial compliance with this

section.

APPOINTED AGENT REVIEW

Section 38.2-183 e Code requires that an insurer, within 30 days of the
date of execution of the first application submitted by a licensed but not yet appointed

agent, either reject such application or appoint the agent.

The review revealed 2 violations of this section. An example is discussed in
Review Sheet AG02-JA, where an individual who had executed an application on behalf
of an agent had not been appointed by John Hancock. John Hancock disagreed, stating
that the individual had been allowed to sign on behalf of the agent that was paid a
commission on the sale as a manager-approved accommodation. The examiner

responded that although the individual in question had not been paid a commission on
24



the sale, he was acting as an agent in the solicitation of an application/policy and had not
been appointed by John Hancock.

COMMISSIONS

Section 38.2-1812 A of the Code prohibits the payment of commission or other
valuable consideration to an agent or agency that was not appointed or licensed at the

time of the transaction.

The review revealed 1 violation of this section. discussed in Review Sheet

AGO01-JA, an agency that did not have an active appointmentiat the time of the transaction

was paid a commission. John Hancock disagree that the agency “...was

licensed and appointed at the time the underwritten and issued.” The

examiners responded that the agency’s ap nt was administratively terminated on
October 7, 2015, but the agenc ission for an application executed on
June 2, 2016.

APPOINTMENT REVIEW

Section 38.2-1884 D of the |[€ode requires that an insurer notify the agent within 5

calendar days, and the ion within 30 calendar days, upon termination of the
agent’s appointment.

A sample of 25 from a population of 2,330 agent and agency terminations

processed during the examination time frame was selected for review.

The review revealed 3 violations of this section. An example is discussed in
Review Sheet AG01-HW, where the agent’s appointment was terminated on February
10, 2016, but the only notification sent to the agent was prior to the termination on

December 9, 2015. John Hancock agreed with the examiners’ observations.
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LONG-TERM CARE PARTNERSHIP AGENT TRAINING REVIEW

14 VAC 5-200-205 E requires that an individual may not sell, solicit or negotiate a
partnership policy unless the individual is a licensed and appointed insurance agent in
accordance with provisions of Chapter 18 (§ 38.2-1800 et seq.) of Title 38.2 of the Code
of Virginia and has completed an initial training component and ongoing training every 24
months thereafter. 14 VAC 5-200-205 F requires that insurers offering a partnership

policy shall obtain verification that an agent has received the training required by

subsection E of this section before the agent is permitted {@ sell, solicit or negotiate the

insurer's partnership policy.

The review revealed 1 violation of ea e sections.As discussed in Review
Sheet AG05-JA, an agent sold a partners icy without completing the required

training, placing John i [ of 14 VAC 5-200-205E and

training prior to the ap, i i ed. The examiners responded that while the
agent did complete theiinitial trainifg, more than 24 months had passed since the agent’s

last refresher course at t e application was accepted.
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VIl. UNDERWRITING/UNFAIR DISCRIMINATION/INSURANCE
INFORMATION AND PRIVACY PROTECTION ACT

The examination included a review of John Hancock’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;
Long-Term Care Insurance, §§ 38.2-5200 through 38.2-5210; 14 VAC 5-30-10 et seq.,

Rules Governing Life Insurance and Annuity Replacements; 14 VAC 5-70-10 et seq.,

Rules Governing Accelerated Benefits Provisions; 14WAC 5-180-10 et seq., Rules

Governing Underwriting Practices and Coverage Limitati nd Exclusions for Acquired

charged.

UNDERWRITING REVIEW

Life Insurance

A sample of 100 from a population of 921 individual policies underwritten and

issued during the examination time frame was selected for review.

Subsection 1 of § 38.2-508 of the Code states that no person shall unfairly
discriminate between individuals of the same class and equal expectation of life (i) in the

rates charged for any life insurance policy or annuity contract, or (ii) in the dividends or
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other benefits payable on the contract, or (iii) in any other of the terms and conditions of
the contract.

The review revealed 3 violations of this section, as discussed in Review Sheet
UN12-JA. The examiners initially observed that, in situations where the accelerated
benefit rider to the life policy was not listed as desired coverage on the application, John
Hancock had issued the rider to some of the applicants and had not issued it to others.

In addition, one applicant was not issued the rider despite listing it as desired coverage

on the application. John Hancock disagreed and, in regar the individuals who had not

applied for the rider, stated:

...while the accelerated benefit ride
application, the required “Sum
Accelerated Benefit” form necessa
signed by the applicant and sent in atithedime of application. Normally, if a
client does not elect this ride : ation, but sends in the disclosure

asking them to correct the
application as we have issue with the disclosure... all the
client’s [sic] were given t nity to elect the coverage. We do
not add the cover ' ted, either on the application or the

disclosure....

John Hancock also regponded that for the individual who was not issued the rider despite

having applied for it, th inadvertently not included due to a processing error
and that the Company is taking corrective actions to have the rider added as part of a
corrected policy. Upon further review, the examiners responded that, for the individuals
who had not initially applied for the rider, 2 of the applicants had completed the “Summary
and Disclosure Statement for Accelerated Benefit” form as described in the Company
response and were still not issued the rider. The examiners also acknowledged the
corrective action taken in regard to the individual who had initially applied for and was not

issued the rider; however, the examiners maintained that John Hancock unfairly

discriminated in the terms and conditions of the contract due to the failure to issue the
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Accelerated Benefit Rider as applied for in a total of 3 instances. Finally, the examiners
cautioned John Hancock that the “Summary and Disclosure Statement for Accelerated
Benefit” form does not include language indicating that its completion constitutes
application for the rider and that the Company needs to establish procedures for
consistency in the application process for this rider.

Long-Term Care Insurance

A sample of 53 from a population of 274 individual policies underwritten and issued

during the examination time frame was selected for revie

The review revealed no evidence of unfair disc

UNDERWRITIN

14 VAC 5-180-10 et seq. se 5 and procedural requirements that the
Commission deems necessary ing practices and policy limitations

and exclusions with regar pfection afnd AIDS.

The review reyealed that n Hancock was in substantial compliance with this
section.

MECHANICAL RATING REVIEW

The review revealed that John Hancock had calculated its premiums in accordance

with its filed rates and its established guidelines.

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.
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NOTICE OF INSURANCE INFORMATION PRACTICES (NIP)

Section 38.2-604 of the Code sets forth the requirements for a NIP, either full or
abbreviated, to be provided to all individual applicants and to applicants for group
insurance that are individually underwritten.

Section 38.2-604 B 4 of the Code states that a NIP form shall include a description
of the rights established under §§ 38.2-608 and 38.2-609 of the Code and the manner in

which those rights may be exercised.

The review revealed that John Hancock failed to inclide a complete description of

these rights and the manner exercised in 6 of it , placing the Company in
violation of § 38.2-604 B 4 of the Code in6i is discussed in Review
Sheet UNO1-JA, where the NIP form f escribe the requirement to furnish
iled statement by the individual to the
insurance-support organizationsyas required By §§ 38.2-609 B 2 and 38.2-609 D 3 of the

Code. John Hancock examiners’ observations by providing the

Company’s procedure for the ndling of disputed information. The examiners
responded that althoug ock appears to satisfy the requirement in practice, the

NIP form fails to disclose this practice.

NOTICE OF FINANCIAL INFORMATION PRACTICES

Section 38.2-604.1 of the Code sets forth the requirements for a notice of financial
information collection and disclosure practices, either long form or short form, to be

provided to all applicants that are individually underwritten.

The review revealed that the forms provided to applicants for coverage complied

with the requirements of this section.
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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.

ADVERSE UNDERWRITING DECISIONS (AUD)

Section 38.2-610 A of the Code requires that the event of an adverse

underwriting decision on an applicant that is in derwritten, the insurance

approved by the Commission.
Administrative Letter 201
AUD notice. An AUD notice co

prototype notice is de be ap

Life Insurance

The examiners re ample of 50 from a population of 359 applications that
were declined during the examination time frame. In addition, the 100 issued policies
were reviewed for situations where an AUD notice was required to have been provided
to an applicant for coverage.

Section 38.2-610 A1 of the Code states that, in the event of an adverse
underwriting decision, the insurer shall give a written notice that either provides the
applicant with the specific reason or reasons for the adverse underwriting decision in
writing or advises such person that upon written request he may receive the specific

reason or reasons in writing. Section 38.2-610 A 2 of the Code states that in the event of
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an adverse underwriting decision, 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.

The review revealed 22 violations of § 38.2-610 A 1 of the Code and 32 violations
of § 38.2-610 A 2 of the Code. An example of each of these sections is discussed in

Review Sheet UN13-JA, where John Hancock failed to send an AUD notice to applicants

that initially applied for or were quoted coverage as Su Preferred but were issued
policies as Preferred. John Hancock disagreed, s
Based on the John Hancock unde eview rocess, a final

assessment of Standard or bettergdw conflict with the originally
submitted illustration, would not B déred an adverse underwriting

s plicant qualifies to be a Super
s/her own “baseline” based upon

decision. In our perspective, not e
Preferred risk, since each indi

case scenario, that would ered an adverse decision since not
everyone is entitl e Preferred.

limitations, exceptions or benefits other than those applied for and that page 3 of
Administrative Letter 2015-07 lists an example of an action triggering an AUD notice as
life insurance offered at a rate higher than that requested or offered at a lower benefit
level than that requested. As the applicants applied for Super Preferred rates but received
Preferred rates, an AUD notice was required in these instances but was not provided.

Long-Term Care Insurance

The examiners reviewed a sample of 50 from a population of 203 individual
applications that were declined during the examination time frame. The examiners also
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reviewed the issued policies where AUD notices were required. In addition, the 53 issued
policies were reviewed for situations where an AUD notice was required to have been
provided to an applicant for coverage.

Section 38.2-610 A1 of the Code states that, in the event of an adverse
underwriting decision, the insurer shall give a written notice that either provides the
applicant with the specific reason or reasons for the adverse underwriting decision in

writing or advises such person that upon written request he may receive the specific

reason or reasons in writing. Section 38.2-610 A 2 of the @@de states that in the event of

an adverse underwriting decision, the insurer res ' r the decision shall give a
written notice in a form approved by the Corg ides the applicant with a
summary of the rights established unde

and 38.2-609 of the Code.

BOI 14 was approved at the rate that the applicant applied (applied for
Select rates and approved at Select rates). After this approval, the
proposed insured failed to send in the necessary requirements to proceed
with issuance of a policy (required Beneficiary form), and the case was
closed out as Incomplete. The Incomplete letter was sent to the client
(included in original files). Again, no adverse underwriting decision was
made.

The examiners responded that, as described on Page 3 of Administrative Letter 2015-07,
when an application is closed/denied because the applicant, his physician, or some other
person fails to furnish required information, this is a declination of coverage and triggers

an AUD notice. John Hancock provided a letter to the applicant requiring outstanding
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information to be submitted within 30 days, and the file was subsequently closed due to
the requested information not being received, but no AUD notice was provided.

Section 38.2-610 B 3 of the Code states that upon receipt of a written request
within ninety business days from the date of the mailing of notice or other communication
of an adverse underwriting decision to an applicant, policyholder or individual proposed
for coverage, the insurance institution or agent shall furnish to such person within

twenty-one business days from the date of receipt of the written request the names and

addresses of the institutional sources that supplied the cific items of personal and

privileged information that support the reason or r the adverse underwriting

decision.

The review revealed 4 violations
Review Sheet UN05-JA, where Jok eceived written requests for additional
information regarding an advers decision as set forth in § 38.2-610 B of the

Code, but the Compa 7 efs failed to disclose the address of the

...In the event the Company receives such a written request from the
applicant, a second letter is sent, which details the source of the information
relied upon for the decision to decline the applicant for long-term care
insurance. Please refer to second paragraph in the “Decline with Reason”
letter, which includes the medical reason for declination and source. While
the address of the source of the personal information is not disclosed in this
particular sample, we believe our process meets the requirements of

regulation § 38.2 610 B.

John Hancock’s adverse underwriting process does not currently include
providing the source address back to the customer when the decision was
based on information provided by the applicant (i.e. on the application or
during the medical exam or by one of their attending physicians). John
Hancock does however provide the address in the Decline with Reason
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letter when the source of the information is a third party that John Hancock
contracts to collect additional information....

The examiners responded that, for the files in question, information contributed from a
physician not listed on the application was cited as the source of the reason for the
declination. There was also no indication in the sample files that this physician
information was provided by the applicant during the other stages of the application
process. As an address for these physicians was not provided, John Hancock’s response

letters failed to comply with § 38.2-610 B 3 of the Code of Virginia.

LONG-TERM CARE DISCLOSURES

ING PRACTICES

direments for disclosure of rating practices to
2 states that an explanation of potential future
premium rate revisions, licyholder’s or certificateholder’s option in the event of
a premium rate revision, shall be provided to the applicant at the time of application.

14 VAC 5-200-75 C states that an insurer shall use Forms B and F to comply with the

requirements of subsection A.

The review revealed 1 \violation each of 14 VAC 5-200-75A2 and
14 VAC 5-200-75 C. As discussed in Review Sheet UN19-JA, John Hancock’s
‘Long-Term Care Insurance Potential Rate Increase Disclosure Form” failed to disclose

to the consumer the percentage increases at ages 66, 67, 68, 79, 80, and 81 and
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therefore failed to be substantially similar to Form F. John Hancock responded by stating
that there had been an error due to an oversight during the drafting of the form, but that
the complete grid is provided to the customer at issue of the policy. John Hancock’s
response was acknowledged; however, the regulation states that the information needs
to be provided to the applicant at the time of application or enroliment.

OUTLINE OF COVERAGE

Section 38.2-5207 of the Code sets forth the requirements for fair disclosure in the

sale of long-term care insurance policies. It requires that an outline of coverage shall be

delivered to an applicant for an individual long-te rance policy at the time of
application for an individual policy. 14 VAC
provisions of § 38.2-5207 of the Code of

content of an outline of coverage

The review revealed that was in substantial compliance.

14 VAC 5-200-281 requiresithat a long-term care shopper’s guide in the format

developed by the Nation ssociation of Insurance Commissioners, or a guide
developed or approved by the commission, shall be provided to all prospective applicants

of a long-term care insurance policy or certificate.

The review revealed that John Hancock was in substantial compliance.

PARTNERSHIP PROGRAM AND DISCLOSURE NOTICES

14 VAC 5-200-205 C 1 states that an insurer or its agent, soliciting or offering to
sell a policy that is intended to qualify as a partnership policy, shall provide to each

prospective applicant a Partnership Program Notice (Form 200-A), outlining the
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requirements and benefits of a partnership policy. The Partnership Program Notice shall
be provided with the required Outline of Coverage. 14 VAC 5-200-205 C 2 states that a
partnership policy issued or issued for delivery in the Commonwealth of Virginia shall
include a Partnership Disclosure Notice (Form 200-B) explaining the benefits associated
with a partnership policy and indicating that at the time issued, the policy is a qualified

state long-term care insurance partnership policy.

The review revealed that John Hancock was in substantial compliance with each
of these sections.

POLICY SUM

&

Section 38.2-5207.1 of the Code that whenever an individual life

insurance policy which provides long-term nefits within the policy or by rider is

pary. The summary shall provide an

and any exclusions, redu d limitations on benefits of long-term care. If applicable
to the policy type, the summary shall also include (i) a disclosure of the effects of
exercising other rights under the policy, (ii) a disclosure of guarantees related to long-term

care costs of insurance charges, and (iii) current and projected maximum lifetime benefits.

The review revealed that John Hancock was in substantial compliance.

| ACCELERATED BENEFITS PROVISIONS |

A review was conducted to determine if John Hancock was in compliance with

14 VAC 5-70-10 et seq., Rules Governing Accelerated Benefits Provisions.
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ACCELERATED BENEFITS DISCLOSURE

14 VAC 5-70-80 requires that a written disclosure, including a brief description of
the provisions of an Accelerated Benefit Rider, be given to each applicant and an

acknowledgment of the disclosure shall be signed by the applicant and agent.

The review revealed that John Hancock was in substantial compliance.

| INSURANCE REPLACEMENT |

A review was conducted to determine if John Hanc@gk was in compliance with the

requirements of 14 VAC 5-30-10 et seq., Rules Governin@ \Life Insurance and Annuity

Replacements, and 14 VAC 5-200-10 et s rning Long-Term Care
Insurance.

A sample of 31 individual life lacements and the total population of 3
individual long-term care insura ents, ‘in addition to the new business files
where existing insuranc ' ) eviewed for compliance.

The review frevealed thaty John Hancock was in substantial compliance with

these sections.

| SUITABILITY |

A review was conducted to determine if John Hancock was in compliance with the

requirements of 14 VAC 5-200-175 of Rules Governing Long-Term Care Insurance.

LONG-TERM CARE INSURANCE

14 VAC 5-200-175 C 1 states that, to determine whether the applicant meets the
suitability standards developed by the issuer, the issuer shall develop procedures that

take the following into consideration:
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a. The ability to pay for the proposed coverage and other pertinent financial
information related to the purchase of the coverage;

b. The applicant's goals or needs with respect to long-term care and the
advantages and disadvantages of insurance to meet these goals or
needs; and

c. The values, benefits and costs of the applicant's existing insurance, if
any, when compared to the values, benefits and costs of the
recommended purchase or replacement.
The review revealed that John Hancock had developed suitability standards and
trained its agents in the use of such standards during the gkamination time frame.

14 VAC 5-200-175 C 2 states that the issuer shalllmake reasonable efforts to

You Buy Long-Term Care Insurance” shall be provided.

The review revealed that John Hancock was in substantial compliance.

| ADMINISTRATIVE LETTER 2014-05 |

The purpose of this Administrative Letter was to inform life and accident and
sickness insurers of the disclaimer required to be attached to policies in order to comply
with § 38.2-1715 B of the Code, which states that an insurer may not deliver a policy or

contract to a policy or contract owner unless the summary document is delivered to the
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policy or contract owner at the time of delivery of the policy or contract. The summary

document, Notice of Protection Provided by the Virginia Life, Accident and Sickness

Insurance Guaranty Association, was approved effective November 1, 2010. Beginning

January 1, 2015, insurers were required to attach a revised notice to include the new
address of the Virginia Life, Accident and Sickness Insurance Guaranty Association, and

the new Bureau of Insurance web address.

The review revealed that John Hancock was in substantial compliance.
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VIIl. PREMIUM NOTICES/REINSTATEMENTS/POLICY LOANS AND
LOAN INTEREST

The examiners reviewed John Hancock’s procedures and practices for processing

premium notices, reinstatements, and policy loans.

| PREMIUM NOTICES |

LIFE INSURANCE

John Hancock’s procedures state that for universal dife and variable universal life

products, a Premium Notice is mailed 10 to 28 days prior t@the due date.

The review of cancellations, discussed in a nt section of the Report,

sends out regular premi sts (bills) 30 days prior to due date. If no payment is
received after 10 days, a Premium Reminder Notice is sent; if no payment is received
after 30 days from due date, a Lapse Pending Notice is sent; and if payment is not
received after 65 days from the due date, a Lapse/Termination Notice is sent.

While John Hancock was able to provide sample/template copies of its notices and

document the mailing dates to indicate substantial compliance with its established

procedures, the Company failed to maintain copies of the actual Lapse Pending Notices
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sent in each sample file. This is discussed in more detail in the

Cancellations/Nonrenewals section of the Report.

| REINSTATEMENTS |

LIFE INSURANCE

John Hancock’s life reinstatement procedures require the policyholder to submit a
series of forms, including a reinstatement application and a health questionnaire.

Underwriting then determines whether the policy is suitable for reinstatement.

The examiners reviewed a sample of 18 from a ulation of 42 individual life

reinstatement requests received during the exami rame. The review revealed

that John Hancock was in substantial compliahcegwith i lished procedures and
policy provisions. é

nderwriting department. John Hancock may also
reinstate a policy if the eemed to have lapsed in error.

The examiners reviewed a sample of 20 from a population of 45 individual
long-term care reinstatement requests received during the examination time frame. The

review revealed that John Hancock was in substantial compliance with its established

procedures and policy provisions.

POLICY LOANS AND LOAN INTEREST

The examiners reviewed a sample of 100 individual policy loan transactions from
a total population of 2,350 life insurance policies with loan activity during the examination

time frame.
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The review revealed that policy loans and loan interest were calculated in

accordance with established procedures and the policy provisions.
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IX. CANCELLATIONS/NONRENEWALS

The examination included a review of John Hancock’s cancellation/non-renewal
practices and procedures to determine compliance with its contract provisions; the
requirements of § 38.2-508 of the Code covering unfair discrimination; the requirements
of §38.2-3303 of the Code covering the grace period; and the requirements of

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

LIFE INSURANCE

Cash Surrenders

John Hancock’s procedures state tha ¢
policyholder must complete and submit a @

the policyholder is also accepted, jf

er to initiaté,a policy surrender, the

equest form. A written request from
icyh@lder has no taxable gain. Surrenders for
term life, whole life, or universal iCi 2 processed within 15 calendar days.

The examiners r
surrenders processe
Hancock was in sub
provisions.

Reduced Paid-Up and Extended Term Insurance

The examiners reviewed a sample of 2 individual lapses to reduced paid-up from
a population of 10 and 8 individual lapses to extended term from a population of 51
processed during the examination time frame. The review revealed that John Hancock

was in substantial compliance with its established procedures and policy provisions.
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Cancellations

The examiners reviewed a sample of 50 from a population of 208 individual life

policies cancelled during the examination time frame.

John Hancock’s procedures state that for universal life and variable universal life
products, a Lapse Warning Notice is mailed when there is insufficient cash value to cover
the cost of insurance and a Lapse Warning Reminder is mailed if a payment has not been

made during the first 31 days of lapse pending/warning st

The review revealed 2 instances of non-compliance With each of these established

payment made on the policy, the fing status, and compliance with the

grace period. The examine that the Company failed to provide

documentation of the i e and Lapse Warning Reminder.

circulate, cause or knowingly allow to be made, issued or circulated, any estimate,
illustration, circular, statement, sales presentation, omission, or comparison that

misrepresents the benefits, advantages, conditions or terms of any insurance policy.

The review revealed 2 violations of this section. An example is discussed in
Review Sheet CNO01-BB, where John Hancock sent a Final Lapse Notice to the
policyholder stating that “As of August 3, 2016 your policy has been terminated without
value because the required monthly charge due on August 1, 2016 exceeded the policy

value and the required minimum premium was not received within the time specified in
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the ‘Grace Period’ provision of the policy,” indicating that the Company had only allowed
a grace period from August 1, 2016 to August 3, 2016. John Hancock disagreed and
stated that “The insured was provided 61 days grace period to make a payment and
change the policy status to Inforce.” John Hancock also provided documentation outlining
payments and payment dates reflecting that the policy had actually fallen into lapse
pending status on June 1, 2016. The examiners maintain that the lapse notice incorrectly

indicated that the required monthly charge was due on August 1, 2016, when the policy

actually fell into lapse pending status in June of 2016. WHRile John Hancock allowed the

required grace period in the termination of the poli al Lapse Notice sent to the
policyholder lists an incorrect premium due e provides inaccurate
information regarding the grace period, John Hancock issuing a statement

that misrepresents the terms of the

INSURANCE

of 50 from a population of 858 individual

ring the examination time frame.

John Hancock’s es ed procedures state that a policy may be cancelled upon
notification of the death of the insured or when a lapse in premium occurs. The review
revealed that John Hancock was in substantial compliance with its established

procedures.

14 VAC 5-200-65 A 3 states that no individual long-term care policy or certificate
shall lapse or be terminated for nonpayment of premium unless the insurer, at least 30
days before the effective date of the lapse or termination, has given notice to the insured
and to any additional person designated by the applicant, at the address provided by the
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insured for purposes of receiving notice of lapse or termination. Notification shall also be
provided to the agent of record, if any, within 72 hours after the notice has been mailed
to the insured and any additional person, and the insurer shall retain any and all evidence
of mailing the notice, including the list of recipients, as applicable, and a copy of the notice,
for at least three years following the date of notice. The review revealed 18 violations of
this section. As discussed in review sheet CN04-JM, John Hancock failed to maintain
copies of the required lapse notices. John Hancock agreed with the examiners’
observations and indicated that it had begun technical workiin 2018 to ensure that copies

of the required lapse notices are maintained.
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X. COMPLAINTS

John Hancock’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 20 from a total population of 34 laints received during the
examination time frame was reviewed. The t John Hancock was in

substantial compliance with this section.
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XI. CLAIM PRACTICES

The examination included a review of John Hancock’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 life and individual and group

long-term care claims.

PAID CLAIM REVIEW

Life Insurance

A sample of 50 was selected from

the examination time frame. Th

accordance with the contract pre e exception of 1 claim, which is discussed

later in this section.

Long-Term Care InSurance

A sample of 48 s seleeted from a total population of 18,831 long-term care

claims paid during the examination time frame.

Section 38.2-514 B of the Code sets forth the requirement that no person shall
provide to an insured, claimant, subscriber or enrollee under an accident and sickness
insurance policy, subscription contract, or health maintenance organization contract, an
explanation of benefits which 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

of services. The review revealed 180 violations of this section. An example is discussed
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in Review Sheet CL15-JB, where the EOB failed to specify which benefit category in the
policy the claim was being paid under. John Hancock disagreed and stated:

...In accordance with_Section 38.2-3407.4 B & Section 38.2-514 B of the
Virginia Code, the EOB does clearly and accurately disclose the benefit
payable under the contract, the method of benefit calculation and actual
amount which has been paid. The EOBs for all payment samples in BOI
Item #32 clearly provides [sic] the service type, date of service, total charge,
amount not covered under the policy, the total payment amount as well as
a ‘Code’ column which eliminates the potential for consumer confusion. The
purpose of this last column is to provide the claimant with the reason why a
charge amount is not covered, for example Code A - “Exceeds Maximum
Daily Benefit”. Based on this information, a claimant can clearly identify
what policy benefit is paid, how much of the benefit isibeing reimbursed and
what amount is not reimbursed. As such, again, h the method of the
benefit calculation and the benefits payabl contract are clearly
and accurately disclosed pursuant to Sectio 07.4 B & Section
38.2-514 B of the Virginia Code.

The examiners maintain that the policy dyage shows a Nursing Home daily
benefit rate that differs from the Assi e Living Facility daily benefit rate and that
the claimant would be unable to de [ ese daily benefit rates applies when

the only description of s

Code sets forth the requirement that the explanation
rly set forth the benefits payable under the contract.
The review revealed 1 violation of this section. As discussed in Review Sheet CL46-HW,
in the payment of 4 invoices involving similar services for the same facility stay, 2 of the
EOBs showed the services being paid under the Nursing Home benefit, and 2 of the

EOBs showed the services being paid under the Alternate Care Facility benefit.

The review revelated 5 instances of non-compliance with the policy. An example

is discussed in Review sheet CL02-JB, where the claim was paid at a higher daily benefit
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maximum than had accrued with the 5% simple interest annual increases specified in the
inflation rider.

Interest — Life Insurance

Section 38.2-3115 B of the Code sets forth the requirement that interest upon the
principal sum shall be computed daily at an annual rate of 2.5% or at the annual rate
currently paid by the insurer on proceeds left under the interest settlement option,
whichever is greater. The review revealed 1 violation of this section where interest was

underpaid, as discussed in Review Sheet CL47-JB.

The review also revealed 1 instance of n ce with the policy where

interest was underpaid. As discussed in et CL50-3B, John Hancock failed

to pay interest on claim proceeds at an a of 3.5%, as specified in the policy.

Interest — Long-Term Care IAS

Section 38.2-3407.1 B of{the Code sets forth the requirement that if no action is

brought, interest upo shall be computed daily at the legal rate of
interest from the date ing days from the insurer’s receipt of proof of loss to
the date of claim payment: eview revealed 6 violations of this section. An example
is discussed in Review Sheet CL11-JB, where interest was underpaid.

DENIED CLAIM REVIEW

Long-Term Care Insurance

A sample of 164 was selected from a total population of 1,243 long-term care
claims denied during the examination time frame, including invoices submitted for

payment and eligibility denials.
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Section 38.2-514 B of the Code sets forth the requirement that no person shall
provide to an insured, claimant, subscriber or enrollee under an accident and sickness
insurance policy, subscription contract, or health maintenance organization contract, an
explanation of benefits which 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
of services. The review revealed 32 violations of this section. An example is discussed

in Review Sheet CL62-HW, where services billed on the invoice that were excluded under

the terms of the policy were omitted from the EOB. John RHancock disagreed and stated:

...In accordance with Section 38.2-514 B
does clearly and accurately disclose the bene

inia Code, the EOB
under the contract,
has been paid.
The EOBs for all payment samples4fi”B m #28 clearly provides [sic]
i , amount not covered under
ell as a ‘Code’ column which
usion. The purpose of this last
ason why a charge amount is
not covered, for exampl xceeds Maximum Daily Benefit’.
Based on this informationya clai clearly identify what policy benefit
is paid, how muc it i g reimbursed and what amount is

the policy, the total payment amou
ellmlnates the potentlal for g

der the contract are clearly and accurately
38.2-514 B of the Virginia Code.

The examiners respond en the non-covered services are omitted from the EOB
altogether, the method of benefit calculation is unclear to the claimant due to the fact that
the total charges displayed on the EOB will be inconsistent with the total charges actually

billed on the invoice.

UNFAIR CLAIM SETTLEMENT PRACTICES REVIEW

Life Insurance

The sample of 50 paid claims was reviewed for compliance with

14 VAC 5-400-10 et seq., Rules Governing Unfair Claim_ Settlement Practices. The
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review was conducted using the date the check was mailed as the settlement date. The

areas of non-compliance are discussed in the following paragraphs.

14 VAC 5-400-50 A requires every insurer to acknowledge the receipt of
notification of a claim within 10 working days, unless payment is made within that time.
The review revealed 7 instances of non-compliance with this section. 14 VAC 5-400-60 A
requires that within 15 working days after receipt of properly executed proofs of loss, the

insurer shall advise the claimant of acceptance or denial of the claim by the insurer. The

review revealed 13 instances of non-compliance with this\Section. An example of each

is discussed in Review Sheet CL101-HW. Notifica of of loss for the claim were

received on April 15, 2016, and no other co nt to the claimant until

the check was mailed on May 31, 2016, days later. John Hancock disagreed

...In reference to 14 VAC
of Virginia, John
within 10 busi
payment sche
May 2016 th

-400-50 A and 14 VAC 5-400-60 A of the Code

businesg practice is to pay all death claims
ompany strives to meet that 10 day
, during the time period of December 2015 to
s in the process of system updates which
caused a temp disruption of our payment process. This is the case for
BOI#1, where the otification nor the claim payment was sent to the
claimant in a timely manner. After the system disruption John Hancock had
a high percentage rate of meeting the 10 claim payment process thus in
most cases there is no need for a notification letter.

The examiners responded that a disruption caused by system updates does not exempt
the Company from the requirements to acknowledge the receipt of the claim within 10
working days and affirm a claim within 15 working days.

John Hancock’s failure to comply with 14 VAC 5-400-50 A and
14 VAC 5-400-60 A occurred with such frequency as to indicate a general business

practice, placing John Hancock in violation of these sections.
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Long-Term Care Insurance

The sample of 645 paid and denied claims was also reviewed for compliance with

14 VAC 5-400-10 et seq., Rules Governing Unfair Claim Settlement Practices. The

review was conducted using the date the check was mailed as the settlement date. The

areas of non-compliance are discussed in the following paragraphs.

14 VAC 5-400-60 A requires that within 15 working days after receipt of properly

executed proofs of loss, the insurer shall advise the claimant of acceptance or denial of

the claim by the insurer. The review revealed 15 instances of non-compliance with this

section. An example is discussed in Review She . Proof of loss for the claim

was received on October 25, 2016, and the ntil December 1, 2016,

26 working days later. John Hancock with the examiners’ observations,

stating:

14 VAC 5-400-60: This section
laim to determine eligibility for the
is regulation would not refer to an
payment is made. It is for this reason the
invoice payment processing.

...Section 14 VAC 5-400
refers to an initiai
payments of
acknowledge
regulation is n

The examiners mainta osition that 14 VAC 5-400 60 A applies to the
invoice/payment processing portion of a claim and that John Hancock failed to affirm the

claim within 15 working days.

14 VAC 5-400-70 D states 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
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in accordance with policy provisions. The review revealed 4 instances of non-compliance
with this section. As discussed in Review Sheet CL46-HW, John Hancock failed to
provide reimbursement for the monthly monitoring charge that was within the available

plan maximums and was not included in the Limitations and Exclusions section of the

policy.

THREATENED LITIGATION

John Hancock informed the examiners that there were no claim files that involved

disclosures to benefici@ries in conne with its life claims.

Subsection 4 0 4 of the Code states that the insurer shall provide a

written disclosure includin statement identifying the account as either a checking
account or a draft account and an explanation of how the account works. The review
revealed 1 violation of the section. As discussed in Review Sheet CL43-JB, John
Hancock’s flyer described the account as both “an interest-bearing account accessible
via drafts” and “an interest bearing checking account” and therefore failed to identify the
account specifically as either a checking account or a draft account. John Hancock

disagreed with the examiners’ observations and stated:

On the claim form and the Supplemental Contract John Hancock discloses
that the Safe Access Account is not a checking account and only makes
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reference to checking accounts to make it easier for the customer to better
understand the SAA option, as required by the code. Therefore, we do not
feel we are in violation of subsection 4 of § 38.2-3117.4 of the Virginia code.

The examiners maintained their findings. While the flyer includes one sentence stating
that the account “...is an interest-bearing account accessible via drafts” and includes
language stating that “We sometimes refer to our Safe Access Account drafts as
‘checks’...,” the document repeatedly references checks and also identifies the account

in another section as “an interest-bearing checking account.” As these conflicting

references are potentially misleading to the beneficiary, Yohn Hancock has failed to

identify the account as either a checking accoun a draft account, in violation of

subsection 4 of § 38.2-3117.4 of the Code of

Subsection 8 of § 38.2-3117.4 of the states that the insurer shall provide a

written disclosure of the minimu be credited to the account and how

disagreed with the examiners’ observations and stated:

Regarding subsection 8 of § 38.2-3117.4, In the Terms and Conditions of
the Supplemental Contract John Hancock discloses that the rate is
“‘determined by John Hancock”. The 1.25% current rate is a flat rate and
not subject to market conditions. Therefore, John Hancock does not feel it
is in violation of subsection 8 of § 38.2-3117.4 of the Virginia code.

The examiners responded that descriptions in the flyer such as “current interest rate,”

“‘variable interest,” “reflects economic factors and trends,” and “rate is subject to change”

appear to contradict the Company’s response that it is a flat interest rate and not subject
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to market conditions. John Hancock has failed to disclose the minimum interest rate to

be credited to the account and how the actual interest rate will be determined.
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Xll. CORRECTIVE ACTION PLAN

Based on the findings in this Report, John Hancock shall:

1.

Review and strengthen its procedures to ensure that life advertisements
comply with 14 VAC 5-41-10 et seq., as well as subsection 1 of § 38.2-502 and
§ 38.2-503 of the Code;

Revise its life advertisements, including the removal or revision of any broad and

sweeping statements without parameters regarding, the benefits of the products

being advertised, so as to ensure that the advertiSements are truthful and not
misleading in fact or by implication, as requ AC 5-41-30 B;
Revise its life advertisements to en

LI N1}

“nonmedical,” “no medical examina red,” or similar terms where issue is

by 14 VAC 5-

” “I

Revise its life nts to ensure that the phrases “affordable,” “low
premiums,” or any other terms similar to “inexpensive” or “low cost” are not used
unless that fact is capable of being demonstrated to the satisfaction of the
Commission, as required by 14 VAC 5-41-80 B;

Revise its life advertisements to ensure that terms similar to “financial planner,”
“‘investment advisor,” “financial consultant,” and “financial counseling,” including

the terms “financial representative” and “financial advisor,” are not used in a way

that implies that the person who is engaged in the business of insurance, is
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10.

11.

generally engaged in an advisory business in which compensated is unrelated to
sales unless that is actually a fact, as required by 14 VAC 5-41-90 J;

Review and strengthen its procedures to ensure that a copy of any long-term care
advertisement intended for use in this Commonwealth is provided to the
Commission for review and approval, as required by 14 VAC 5-200-160 A;
Review and strengthen its procedures to ensure all life policy, rider/endorsement,

and application forms are filed with and approved by the Commission prior to use,

as required by §§ 38.2-316 A, 38.2-316 B, and 38.2-816 C 1 of the Code;

Immediately review all life policy forms c force and currently being
marketed in Virginia and identify a
during the course of this exami , ere not previously filed with the
Commission as required by SSISE 8 A, 38.2-316 B, and 38.2-316 C 1 of the

Code. Prior to taking an i i mediation plan to the Forms section

of the Life and He

Identify and file for approval all long-term care EOB forms currently in use that
have not yet been filed with the Commission, as required by §38.2-3407.4 A of the
Code;

Establish and maintain procedures to ensure that its EOB forms are filed with and
approved by the Commission, as required by §38.2-3407.4 A of the Code;
Review and strengthen its procedures for compliance with the requirements of
§§ 38.2-1812 A and 38.2-1833 A 1 regarding the payment of commission to
agents and the appointment of agents;
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12.

13.

14.

15.

16.

17.

Review and strengthen its procedures for notifying agents and agencies within 5
calendar days and the Commission within 30 calendar days of appointment
termination, as required by § 38.2-1834 D of the Code;

Review and strengthen its procedures to ensure all agents receive the required
initial training and ongoing training every 24 months thereafter before being
permitted to sell, solicit or negotiate a long-term care partnership policy, as

required by 14 VAC 5-200-205 E and 14 VAC 5-200-205 F;

Review and strengthen its procedures for the application and issuance of the

accelerated benefit rider to prevent indivi ofgthe same class and equal

il imi
f@ section 1 of § 38.2-508 of the Code;

and policyholders complywi 2ments set forth in § 38.2-604 of the Code;

expectation of life from being unfa

conditions of the contract, as requi

Review and strengthen its pre

Review and stre

guidelines establi Administrative Letter 2015-07 in the case of
declined/closed life and long-term care applications and in the case of offers to
insure at higher rates or with limitations, exceptions or benefits other than those
applied for;

Review and strengthen its procedures to ensure that an explanation of potential
long-term care future premium rate revisions is provided to the applicant at the
time of application and that Form F is used, as required by 14 VAC 5-200-75 A 2

and 14 VAC 5-200-75 C;

60



18.

19.

20.

21.

22.

23.

Implement and maintain appropriate controls to ensure that Premium Notices,
Lapse Warning Notices, and Lapse Warning Reminders for universal life and
variable universal life products are sent in accordance with its established
procedures and that documentation of sending the notices is maintained;

Revise its Final Lapse Notice for universal life and variable universal life products
to provide clear and accurate information about the terms and conditions of the

policy and the grace period, so as to prevent misrepresentations, as required by

§ 38.2-502 of the Code;
Establish and maintain procedures to ensur ' ins any and all evidence of
mailing the lapse notice required by
recipients, as applicable, and a cop ce, for at least 3 years following the
date of the notice;
Revise its long-term carg arly i1dentify which benefit category in the
policy claims are bei under igiorder to clearly and accurately disclose the
method of ben igmand the actual amount which has been or will be paid,
as required by
Revise its long-term care EOBs to include all service charges listed on the
submitted invoices in order to clearly and accurately disclose the method of benefit
calculation and the actual amount which has been or will be paid, as required by
§ 38.2-514 B of the Code;

Review and strengthen its procedures to ensure that long-term care claims are
processed under the correct benefit category in the policy and that this information

is displayed correctly on the EOB, in order to ensure that the benefits payable
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24.

25.

26.

27.

28.

29.

under the contract are clearly and accurately set forth, as required by
§ 38.2-3407 .4 B of the Code;

Review and strengthen its procedures to ensure that long-term care claim benefits
are paid in accordance with policy provisions;

Review and reconsider for re-adjudication the life claims discussed in Review
Sheets CL47-JB and CL50-JB, and make interest payments, as required by

§ 38.2-3115 B of the Code and the terms of the policy. Include with each check

an explanation stating that, “As a result of a Target Market Conduct Examination
by the Virginia State Corporation Commi
determined that this claim was pro

examiners with documentation thatith 2d amounts have been paid;

Review and strengthen its p the payment of interest on life claim

each check an explanation stating that, “As a result of a Target Market Conduct

Examination by the Virginia State Corporation Commission’s Bureau of Insurance,
it was determined that this claim was processed incorrectly.” After which, furnish
the examiners with documentation that the required amounts have been paid;
Review and strengthen its procedures for the payment of interest on long-term
care claim proceeds, as required by § 38.2-3407.1 B of the Code;

Review and strengthen its procedures to ensure that life claims are processed in
accordance with the requirements of 14 VAC 5-400-50 A and 14 VAC 5-400-60 A;
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30.

31.

32.

33.

Review and strengthen its procedures to ensure that long-term care claims are
processed in accordance with the requirements of 14 VAC 5-400-100 B and
14 VAC 5-400-70 D;

Revise its retained asset account disclosure to clearly provide a written statement
identifying the account as either a checking account or draft account, as required
by subsection 4 of § 38.2-3117.4 of the Code;

Revise its retained asset account disclosure to provide a written explanation of the

minimum interest rate to be credited to the accounti and how the actual interest

rate will be determined, as required by subs 8 of § 38.2-3117.4 of the Code;
and
Within 90 days of this Report

documentation that each of
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XIV. AREA VIOLATIONS SUMMARY BY REVIEW SHEET

ADVERTISING

14 VAC 5-41-30 B, 10 violations, AD02-JA, AD05-JA, AD06-JA, AD11-JA, AD02-LW,
ADO3-LW, AD04-LW, AD0O5-LW, ADO6-LW, ADO8-LW

14 VAC 5-41-40 B, 2 violations, ADO1-LW, AD05-LW

14 VAC 5-41-80 B, 2 violations, AD04-JA, AD11-JA

14 VAC 5-41-90 J, 5 violations, AD12-JA, AD13-JA, AD{4-JA, AD04-LW, ADO5-LW

14 VAC 5-200-160 A, 3 violations, AD05-JA, A

POLICY AND OTHER FORMS

§ 38.2-316 A, 4 violations, PF01-BB, PF 04-JA (2)

§ 38.2-316 B, 10 violations, PR (3), PF0B-JA (2)

§ 38.2-316 C 1, 14 violation! FO3-JA (8), PFO4-JA (2), PF05-JA (3),

PF06-JA (2)

§ 38.2-3407.4 A, 4 ations, PFO1-BL

AGENTS

§ 38.2-1812 A, 1 violation, AG01-JA

§ 38.2-1833 A 1, 2 violations, AG01-JA, AG02-JA

§ 38.2-1834 D, 3 violations, AG01-HW, AG02-HW, AG03-HW

14 VAC 5-200-205 E, 1 violation, AG05-JA

14 VAC 5-200-205 F, 1 violation, AG05-JA
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UNDERWRITING/UNFAIR DISCRIMINATION/INSURANCE INFORMATION AND
PRIVACY PROTECTION ACT/INSURANCE REPLACEMENT AND SUITABILITY

Subsection 1 of § 38.2-508, 3 violations, UN12-JA

§ 38.2-604 B 4, 6 violations, UNO1-JA, UN02-JA (2), UN10-JA (2), UN11-JA

§ 38.2-610 A 1, 26 violations, UN06-JA (4), UNO9-JA (2), UN13-JA (5), UN16-JA,
UN17-JA (14)

§ 38.2-610 A 2, 42 violations, UN0B-JA (4), UNO7-JA (6)4 UNO8-JA (6), UNO9-JA (6),
UN13-JA (5), UN16-JA, UN17-JA (14)

§ 38.2-610 B 3, 4 violations, UN05-JA

14 VAC 5-200-75 A 2, 1 violation, UN19

LIFE CLAIMS PRAC

§ 38.2-3115 B, 1 violation, CL47-JB

14 VAC 5-400-50 A, 7 violations, CL45-JB, CL54-JB, CL101-HW, CL105-HW,
CL111-HW, CL112-HW, CL113-HW

14 VAC 5-400-60 A, 13 violations, CL44-JB, CL45-JB, CL46-JB, CL51-JB, CL54-JB,
CL101-HW, CL102-HW, CL104-HW, CL105-HW, CL108-HW, CL109-HW, CL111-HW,
CL112-HW

Subsection 4 of § 38.2-3117.4, 1 violation, CL43-JB
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Subsection 8 of § 38.2-3117.4, 1 violation, CL43-JB

LONG-TERM CARE CLAIMS PRACTICES

§ 38.2-514 B, 212 violations, CLO1-JB, CL02-JB (3), CL04-JB (3), CL05-JB (3),
CL06-JB, CL10-JB (4), CL12-JB (3), CL13-JB (5), CL15-JB (4), CL18-JB (4),
CL19-JB (5), CL25-JB (5), CL32-JB (3), CL33-JB (2), CLO8-HW (4), CLO9-HW (3),
CL11-HW (3), CL14-HW (2), CL17-HW, CL18-HW (4), CL20-HW (4), CL22-HW (4),
CL24-HW, CL25-HW (5), CL26-HW (3), CL30-HW (4), CL32-HW (3), CL33-HW (3),
CL35-HW (3), CL36-HW (5), CL37-HW (5), CL40-HW,
CL43-HW (3), CL44-HW (3), CL45-HW (4), CL46-H

41-HW (4), CLA2-HW (3),
CL52-HW, CL53-HW (5),

HW (3), CL98-HW (2), CL100-HW

L11-JB, CLO2-HW, CL38-HW, CL40-HW

14 VAC 5-400-60 A, nces of non-compliance, CL09-JB (2), CL11-JB,
CLO1-HW, CLO02-HW, CL33-HW, CL38-HW, CL40-HW, CL49-HW, CL60-HW,

CL61-HW, CL66-HW, CL71-HW, CL74-HW, CL97-HW

14 VAC 5-400-70 D, 4 instances of non-compliance, CL46-HW
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ONWEALTH OF
GOMM™™ e gaing,

P.O. BOX 1157
RICHMOND, VIRGINIA 23218

1300 E. MAIN STREET
RICHMOND, VIRGINIA 23219

SCOTT A. WHITE
COMMISSIONER OF INSURANCE
STATE CORPORATION COMMISSION

BUREAU OF INSURANCE TELEPHONE: (804) 371-9741
www.scc.virginia.gov/boi

October 8, 2019
Sent Via E-Mail

Michele Jordan

Senior Compliance Consultant

John Hancock Life Insurance Company
197 Clarendon Street

Boston, MA 02116

RE: Market Conduct Examination Report
Exposure Draft

Dear Ms. Jordan:

arket Conduct Examination of John
d of January 1, 2016 through December

Recently, the Bureau of Insurance ¢
Hancock Life Insurance Company (U.S.A)) for
31, 2016. A preliminary draft of the Repao

Since it appears from a reag there have been violations of Virginia
Insurance Laws and Regulations o Hancock Life Insurance Company (U.S.A)),
| would urge you to read the enclos ish me with your written response within 30
ify i r response those items with which you agree,
pllance; and those items with which you disagree, giving
nt. John Hancock Life Insurance Company (U.S.A)
tached to and become part of the final Report.

your specific reasons
response(s) to the draft

Once we have rece viewed 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,
o /
. R Faidoskn
ie Fairbanks, FLMI, AIE, AIRC, MCM
BOI Manager

Market Conduct Section
Life and Health Division
Bureau of Insurance
(804) 371-9385

JRF:mhh

Enclosure

cc: Julie Blauvelt



John Hancock Financial Services /5
Litigation, Alternative Dispute Resolution and Bankruptcy - :
U. S. Law Division

197 Clarendon Street — C-05-31
Boston, Massachusetts 02116
(617) 572-9184

Fax: (617) 572-5659

E-mail: wgottlieb @jhancock.com

William A. Gottlieb
Assistant Vice President & Associate General Counsel

December 5, 2019

VIA ELECTRONIC MAIL & FEDERAL EXPRESS

Julie R. Fairbanks, AIE, FLMI, AIRC, MCM
Manager

Commonwealth of Virginia
Bureau of Insurance
Market Conduct Section
Life and Health Division
P.O. Box 1157

1300 E. Main Street
Richmond, Virginia 2321

Re: Target Market Conduct Exa
Dear Ms. Fairbanks:

Pursuant to § 38.2-1320.1 of the Code of Virginia, John Hancock Life Insurance
Company, (U.S.A.) (hereinafter alternatively referred to as “John Hancock” or the “Company”),
hereby submits this response to the draft “Report on Target Market Conduct Examination of
John Hancock Life Insurance Company (U.S.A.) as of December 31, 2016” (“Report”), prepared
by the Bureau of insurance (“Bureau”). On behalf of the Company, | have attempted to address
the portions of the Report that contain what | believe to be factual inaccuracies, and allegations
and/or commentary to which exception is taken. For ease of reference, all suggested
modifications to the Report have been marked in “redline” form and the Company’s supporting
commentary has been set off against a light gray background. In this regard, the Company
utilized the draft of the Report that it received electronically from the Bureau.

Alleged violations or references in the Report which have not been specifically
addressed in this response are not necessarily accepted nor adopted as accurate. Further, John
Hancock reserves the right to supplement its response in the future as may be necessary. John
Hancock specifically reserves all rights afforded to it by Virginia law. As noted, | have also
forwarded this document to you electronically to facilitate whatever editing the Bureau might




Julie Fairbanks, Manager
December 5, 2019
Page 2

wish to undertake. Obviously, depending on the changes that are made, the page numbers in
the Table of Contents and throughout the Report will have to be adjusted accordingly. Similarly,
based on the changes the Bureau elects to make, the “Area Violations Summary by Review
Sheet” section may also have to be revised to reflect the specific violations alleged and the
number of violations asserted.

Respecttfully, the Company is troubled that the Bureau appears to have uniformly
dismissed the Company’s detailed and reasoned written opposition to certain violations of
Virginia law alleged during the course of the Examination and has nevertheless elected to
include them in the Report. It appears that to date, the Bureau has unnecessarily included
nearly every possible alleged violation of law. The Company believes this is inconsistent with
the principles and standards set forth in the NAIC's Market Regulation Handbook. John
Hancock is hopeful that appropriate legal and other senior persoghel at the Bureau will now give
due consideration to the Company’s responsive comments and medify the Report accordingly.
The Company looks forward to the opportunity to discuss these is8ues with the Bureau and to
resolve this matter in an expeditious and amicable man

Thank you for your attention to this matter.

WAG/ash
Attachments

cC: Michele Jordan
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[ 1. SCOPE OF EXAMINATION |

The Target Market Conduct Examination of John Hancock Life Insurance
Company (U.S.A.) (hereinafter referred to as “John Hancock” or “the Company”) was
conducted under the authority of § 38.2-1317 of the Code of Virginia (hereinafter referred

to as “the Code"”). The examination included a detailed review of John Han

The purpose of the examination was to determine whe ancock was in
compliance with various provisions of the Code i QUhd in the Virginia

Administrative Code (hereinafter referred to as |

>
D
D

)

Comment on Time Insurance Company

| Please refer to the Company’s comment on Section 38.2-3407.4 A and Time

élnsurance Company in the body of the Report.

The examiners may not have discovered every unacceptable or non-compliant

activity in which the Company is engaged. Failure to identify, comment on, or criticize



specific company practices in Virginia or in other jurisdictions does not constitute
acceptance of such practices. Examples referred to in this Report are keyed to the
numbers of the examiners' Review Sheets furnished to John Hancock during the course

of the examination.




| 1l. EXECUTIVE SUMMARY |

During the course of the examination, the examiners reviewed advertisements,
policy forms, agents, underwriting, premium notices, reinstatements, policy loans,
cancellations, nonrenewals, rescissions, conversions, complaints, and claim practices, to
determine compliance with the Code, the applicable regulations, the terms of dlohn

Hancock’s insurance contracts, and the Company’s policies and procedures.

~ Comment on Section 38.2-3407.4 A anddfiimeil

i
i

Please refer to the Company’s commentioh Section 38.2-8407.4 Aand Time

élnsurance Company. in the body of the Report.




~ Comment on the Number of Violations and Life Advertisements

_ The final number of violations will have to be calculated by the Bureau once the
draft Report has been edited and finalized. Also, please refer to the Company’s commenti
gon life advertisments in the body of the report.

The policy forms review revealed that, while a few violations resulted fro
failure to file life forms for approval, the majority of violations were the result of life f
that received approval initially and were subsequently modified by John
of the permitted variability.

The underwriting review revealed that some of the d long-term

y similar to the

ppany failed to

ancock failed to maintain copies of
e regulation. The Company has,
however, taken action subsequent to the ation time frame to begin implementation

of a process ensuring these notices are maintained.

There were 464-violations and instances of non-compliance noted during the

Claims review, with 444-involving long-term care claims and 23-involving life claims. Fhe




caused by system updates.

~ Comment on Long-Term Care Ip

The final number of violations will have BUreau once the
draft Report has been edited and finalized. Also; ompany’'s comments
on Long-Term Care Insurance EOBSs i bod =

While JoiﬁniHiaﬁcod;exit g-term care rﬁarket in Decerﬁber of
2016 and is not currently issuing this line of business, the Company
is still responsible for compliance with 's statutes an‘d regulations, as well as
applicable contract provisions, in transactions involving in force business. The Company
also continues to offer long-term care riders attached to its life policies.

A corrective action plan (CAP) that must be implemented by John Hancock was

established to address these issues and others discussed in the Report.



[ 1. COMPANY HISTORY |

John Hancock was incorporated on August 20, 1955 in the state of Maine as the
Maine Fidelity Life Insurance Company and commenced writing business on January 31,

1956. On December 30, 1982, the Company became a wholly owned subsidiary of The

Manufacturers Life Insurance Company (“MLI") when MLI acquired all of the then-i
and outstanding shares of the Company. The Company subsequently changed its
to The Manufacturers Life Insurance Company (U.S.A.) on July
redomesticated to Michigan as of December 30, 1992.

On January 1, 2002, the Company merged with its g
Reinsurance Corporation (U.S.A.), a Michigan insurer, and its ¥ ed subsidiary,
The Manufacturers Life Insurance Company of Nafth*A are insurer, with

the Company surviving.

Following the April 28, 2004 een Manulife Financial Corporation
(“MFC") and John Hancock Financial Services, Inc., the Company changed its name to
John Hancock Life Insurance Company (U.S.A.), effective January 1, 2005.

On December 31, 2009, the Company merged with its affiliates, John Hancock Life

Insurance Company and John Hancock Variable Life Insurance Company, both

Massachusetts insurers, with the Company surviving.



Net admitted assets as of December 31, 2016 totaled $229,892,290,373. As of
December 31, 2016, total life insurance premiums in Virginia were $103,158,250, and

total long-term care insurance premiums in Virginia were $84,592,302.




| IV. ADVERTISING |

A review was conducted of John Hancock'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 5-41-10 et seq., Rules Governing Advertisement

of Life Insurance and Annuities, 14 VAC 5-90-10 et seq., Rules Governing Advertis

of Accident and Sickness Insurance, and 14 VAC 5-200-10 et seq., Rules Gove

Long-Term Care Insurance.

Where this Report cites a violation of this regulation it d necessari

mean that the advertisement has actually misled or dg

ed. (14 VAC 5-41-30 B
and 14 VAC 5-90-50)

14 VAC 5-41-150 C and 1 quire each insurer to maintain at its
home or principal office a complete file rtisements with a notation indicating the
manner and extent of distribution and the form number of any policy referred to in the
advertisement. The review revealed that John Hancock was in substantial compliance.

A sample of 50 life and 20 long-term care advertisements was originally selected

from a population of 740 life and 41 long-term care advertisements distributed in Virginia

during the examination time frame. As 1 life advertisement distributed in Virginia in 2017



was added to the review based on a referral, a total sample of 71 advertisements was

reviewed.

in fact or by implication. The form and content of an advertisement sh

accurate, complete, and clear so as to avoid deception. It shall no e capacity

tendency to mislead or deceive. The review revealed f ock was in

substantial compliance with this section. Fherevi







throughout the United States.

objection to them now advance the Bureau. re have been no complaints from

iconsumers in Virginia or elsewhe ising the is being pressed by the Bureau. Thef

iBureau’s position is unfair to John pany doing business in good faith in;
?Virginia. Given the totality of circumstances, it would be more equitable for the Bureau to
?indicate that the Company was in substantial compliance with the provision of law at
E‘issue. The Company respectfully requests that appropriate personnel in the Office of the

éBureau’s General Counsel review the issue.

11



14 VAC 5-41-40 B states that if an advertisement uses the terms "nonmedical,"
"no medical examination required," or similar terms where issue is not guaranteed, these
terms shall be accompanied by a further disclosure of equal prominence and juxtaposition
to the effect that issuance of the policy may depend upon the answers to the health

questions contained in the application. The review revealed that John Hancock was in

substantial compliance with this section. iolations

discussed-in-Review-SheetADO A here the adver






14




~ Comment on 14 VAC 5-41-40 B

The Company maintains and reiterates that its prior response fully refutes thej
assertion that 14 VAC 5-41-40 B was violated. Respectfully, the Bureau’s position is bothj
unduly rigid and unreasonable. The advertisements at issue have been approved for useé
throughout the United States. No other state department of insurance has made the§
objection to them now advanced by the Bureau. There have been no complaints omz
consumers in Virginia or elsewhere raising the issue being pressed by the Bureau !

Bureau’s position is unfair to John Hancock, a company doing business in good fa
Virginia. Given the totality of circumstances, it would be more equitable

indicate that the Company was in substantial compliance with the
issue. The Company respectfully requests that appropriate per:
Bureau’s General Counsel review the issue.

14 VAC 5-41-80 B states that an advertise
the phrase "inexpensive," "low cost" or any si at fact is capable of
being demonstrated to the satisfaction of the co ion. w revealed that John

Hancock was in substantial compli@nce with this secti®
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Comment on 14 VAC 5-41-80 B

The Company maintains and reiterates that its prior response fully refut
iassertion that 14 VAC 5-41-80 B was violated. Respectfully, the Bureau’s position is
unduly rigid and unreasonable. The advertisements at issue have been approved fo

issue. The Company respectfully requests that
gBureau's General Counsel review the issue.

ent shall not use the terms "financial

14 VAC 5-41-90 J states { an insurer or

planner," "investment advisor," t" "financial counseling" or other
similar terms in a way that implies who is engaged in the business of
insurance, is generally engaged in an advisory business in which compensation is
unrelated to sales unless that is actually a fact. No person engaged in the business of
insurance shall hold himself out, directly or indirectly, to the public as a "financial planner,"
"investment advisor," "financial consultant," "financial counselor" or any other specialist
engaged in the business of giving complete financial planning advice relating to

investments, insurance, real estate, tax matters, and trust and estate matters unless that

person in fact is engaged in that business and renders those services. The review
17



revealed that John Hancock was in substantial compliance with this section. 5-vielatiens
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Comr

The Company maintains and reiterates that its prior response fully refutes thef
assertion that 14 VAC 5-41-90 J was violated. Respectfully, the Bureau's position is both
junduly rigid and unreasonable. The advertisements at issue have been approved for usef
throughout the United States. No other state department of insurance has made thej
objection to them now advanced by the Bureau. There have been no complaints from

cconsumers in Virginia or elsewhere raising the issue being pressed by the Bureau. The

EzBureau’s position is unfair to John Hancock, a company doing business in good faith in_j

;Virginia. Given the totality of circumstances, it would be more equitable for the Bureau to

éindicate that the Company was in substantial compliance with the provision of law at
20



issue. The Company respectfully requests that appropriate personnel in the Office of the
Bureau’s General Counsel review the issue. |

SUMMARY

Comment on Summary

@ Please refer to the Company's prior comments on eack
Virginia law.

advertisement, as defined in 14
whether through written, radio or isi ctronic medium to the Commission.
To the extent that it may be require i der the laws of this Commonwealth,
the Commission may review or review for approval all such advertisements. The review
revealed that 3 advertisements were not filed with the Commission, in violation of this
section in 3 instances. An example is discussed in Review Sheet AD16-JA, where John
Hancock altered the filed version of an advertisement by inserting additional language.
John Hancock disagreed and stated:
...this language was inserted because it was thought to be allowed-for

under a statement of variability, and the language was an educational fact
that provided objective information which was neither a marketing point nor

21



a “material change” relative to any possible marketing content in these
pieces.

The examiners responded that the standards regarding variability of information specified
by the Insurance Product Regulation Commission state that any change in content other
than that described in the statement of variability requires prior approval. This change

was not approved and does not appear in the statement of variability.

22



[ V. POLICY AND OTHER FORMS |

A review was conducted to determine if John Hancock 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 requirement
long-term care policies. 14 VAC 5-100-50 3 states that a form must be
final form in which it is to be marketed or issued.
POLICIES
Sections 38.2-316 A and 38.2-316 C 1 of the Code set quirements for
the filing and approval of policy forms prior to use
Life Insurance
The examiners reviewed a sam em a population of 921 individual life
policies issued during the exami i ; iners also reviewed the
policy forms used in the individu i ns sample files and the policy forms
used as part of the 1035 exchange i dividual life surrenders sample files.
The review revealed 4 violations 8.2-316 A and 38.2-316 C 1 of the Code

where John Hancock issued the 4 policy forms listed in the table below that were not filed

with and approved by the Commission as required.

23



CODE
FormNumBeR | PESCRIETION | secrion el
VIOLATIONS
Flexible Premium
ICC10_09ACCUL | Adjustable Life | axspaton’y | PFO4-JA
Insurance Policy )
Flexible Premium
Variable 38.2-316 A
16C08_ QBMANULX - siictable Life | 28.2816c 1 | FFodIA
Insurance Policy
Flexible Premium
Variable Universal | 38.2-316 A
ICC12 12PROVUL Life Insurance | 38.2-316 C 1 PFOLBB
Policy
Survivorship Term | 38.2-316 A
s Life Policy | 38.2-316 C

An example is discussed in Review Sheet PF04-JA, wher8

that required
It is our

... Unfortunately, we did not identify
update, and recognize that this was a
understanding that the forms lia
VA's free look standards, it4d
language that was remov
request that this observat

The examiners responded that a
had been modified from the filed a d format that did not allow for such

variability.

Long-Term Care Insurance

The examiners reviewed a sample of 53 from a population of 274 individual
long-term care policies issued during the examination time frame.
The review revealed that the policy forms used by John Hancock were filed with

and approved by the Commission.

24



APPLICATIONS/ENDORSEMENTS

Sections 38.2-316 B and 38.2-316 C 1 of the Code set forth the requirements for
the filing and approval of application and endorsement forms prior to use.

Life Insurance

with and approved by the Commission as required.

DESCRIPTION OF
FORM NUMBER FORM
Medical Exam
NB5171US (04/2011) Continuation Page
NB5136VA (12/2013) | Variable Life - Fund
Version 05/2015 Allocation
NB5136VA (12/2013) | Variable Life - F,
Version 05/2016 Allocation
ICC16 NB6016 . -
(03/2016) Version | VaraRe Life - n 23108 | PFO3-JA
05/2016 )
ICC16 NB6016 6B
(03/2016) Version : 5 PF03-JA
10/2016 Allocation 38.2-316 C 1
. Application 38.2-316 B
None listed 38.9-316 C 1 PFO05-JA
None listed Otherwlse 023185 | ProsA
Provision :
) 38.2-316 B
None listed Endorsement 38.2-316 C 1 PFO05-JA
Supplementary
. 38.2-316 B
S432-9VA Benefit Four Year 38.9-316 C 1 PF06-JA
Term
Supplementary
S134-1VA Benefit Accelerated | o0:2:316B | prog.ya
e 38.2-316 C 1
Benefit Rider

25



Examples are discussed in Review Sheet PF05-JA, where John Hancock used the
“Application Supplement,” “Changes Not Otherwise Ratified Provision,” and
“Endorsement” forms but failed to file them for approval. John Hancock agreed with the

examiners’ observations.

Long-Term Care Insurance

The review revealed that the application/endorsement forms used by n

Hancock were filed with and approved by the Commission.

26



planation of
Benefits”. On its face, this provision relates exclusively to and sickness;
insurance” policies. Section 38.2—109 defines acci K rance to mean
‘insurance against loss from sickness, or fro :
accidential means, or from a combination of an ' This definition does

does not relate to LTC insurance.
; definitions”. Section 38.2—3431
article if offered separately” include

In Virginia, accident and
Section 38.2—3431 is entitled, °
states, “Benefits not subject to req

“Benefits for long-term care...” Thus, b e absence of the affirmative inclusion of
'LTC insurance in the definition of accident and sickness insurance, LTC insurance was

'specifically excluded.

LTC insurance is governed by a separate section of the Code of Virginia. In this
%regard, Chapter 52 is entitled “Long-Term Care Insruance (38.2-5200 thru 38.2-5210)";
ESection 38.2-5205 is entitled, “Promulgation of regulations; standards for policy;
éprovision". Section 38.2-5202 C 4 states that, “Regulations issued by the Commission
zshall... 4. Recognize the appropriate distinctions necessary between long-term care
éinsurance and accident and sickness insurance policies...” Thus, Virginia law overtly

27



lacknowledges the difference and distinctions between LTC insurance policies and
;accident and sickness insurance policies. The definition of LTC insurance in Section 38.2-
§5200 make no reference whatsoever to “accident and sickness” insurance. The only
Ireference to accident and sickness insurance is to say that LTC insurance “may be issued
by... accident and sickness insurers” and that “accident and sickness insurers may apply
to the Commission for approval to provide long-term care insurance.” It is crystal clearj

Ethat LTC and accident and sickness insurance are two distinctly different typ
linsurance.

. John Hancock first started selling LTC insurance in 1987. From
%when the Company exited that business, the Company has never been required
other state to submit its LTC insurance Explanation of Bene or approval.
Similarly, John Hancock is not aware of another company ance being
requested to do so by any state other than Virginia. !

‘Commonwealth of Virginia has attempted to impose thi

The Bureau might subjectively believe t
insurance and may have acted accordingly for s

:asserting that this is the law, does not necessari e Company’s view is
that the Bureau is in error and if thi 0 an appropriate court
of law, the Bureau’s position wou, ince Section 38.2-3407.4 A does not
apply to LTC insurance Explana s, no violation of the cited law has

Notwithstanding the foregoing, conduct examination of Time Insurance
‘Company (“Time”) was an examination of Time not John Hancock. LTC insurance was
:only a minor piece of the Time examination. As such, even if there were a well-founded
\violation of Section 38.2-3407.4 A in the Time examination and/or here, which is not the
;case, it would be inequitable for the Bureau to extrapolate John Hancock’s experience

during the Time examination to a knowing violation of Section 38.2-3407.4 A.
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| VL. AGENTS |

The purpose of this review was to determine compliance with various Sections of
Title 38.2, Chapter 18 of the Code and the applicable agent training requirements

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

date of execution of the first application s itted by a licensed but not yet appointed

agent, either reject such application or appoint the agent.




The review revealed that John Hancock was in substantial compliance with this

section.

Comment on Appointed Agent Review

Section 38.2-1318 of the Code of Virginia is entitled, “Ex

Commission may deem appropriate...” Chapter 14 of the Ma
“Sampling” and sets forth sampling techniques and e

law at issue. Throughout the report,
if no violation of law was advance Id not qualify the finding. Instead, it
'should be noted that the review rev mpany to be “fully in compliance” or

'simply “in compliance”.

Here the sample size was too small to draw any valid conclusions and it is
inappropriate and inconsistent with the error tolerance ratios set forth in the Market
Regulation Handbook to cite two violations of Section 38.2-1833 A 1. That is particularly

:,the case where the two violations at issue here were previously contested on the merits
by the Company. Given the totality of circumstances, it would be more equitable for the
the Bureau to indicate that the Company was in substantial compliance with the provision

'of law at issue.
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COMMISSIONS

Section 38.2-1812 A of the Code prohibits the payment of commission or other
valuable consideration to an agent or agency that was not appointed or licensed at the

time of the transaction.

The review revealed that John Hancock was in substantial compliance witQithis«------ { Formatted: Indent: First line: 0.5"

Section.

Section 38.2-1318 of the C
conducted” and requires that examiners “observe to the extent practicable, those’?

inia is entitled, “Examinations; how§

guidelines and procedures set forth in the Examiners’ Handbook or any successor;
publications, adopted by the NAIC and such other guidelines or procedures as ,thef
Commission may deem appropriate...” Chapter 14 of the Market Regulation Handbook is

entitled “Sampling” and sets forth sampling techniques and error tolerance ratios in
recognition of the fact that, nothwithstanding robust and efficacious policies and
procedures, a random error may occur. It is seldom appropriate for one or two alleged

violations to constitute a finding of non-compliance with a regulation or a statute or toi
justify recommendations to change or enhance the Company's otherwise effective



policies and procedures. That is particularly the case where the single violation at issue
%here was contested on the merits by the Company. Given the totality of circumstances, iti
éwould be more equitable for the Bureau to indicate that the Company was in substantialf
écompliance with the provision of law at issue. “

TERMINATED AGENT APPOINTMENT REVIEW

Section 38.2-1834 D of the Code requires that an insurer notify the agent wi
calendar days, and the Commission within 30 calendar days, upon te
agent’'s appointment.

A sample of 25 from a population of 2,330 agent £

partnership policy unless the individual is a licensed and appointed insurance agent in

accordance with provisions of Chapter 18 (§ 38.2-1800 et seq.) of Title 38.2 of the Code
of Virginia and has completed an initial training component and ongoing training every 24
months thereafter. 14 VAC 5-200-205 F requires that insurers offering a partnership
policy shall obtain verification that an agent has received the training required by
subsection E of this section before the agent is permitted to sell, solicit or negotiate the

insurer's partnership policy.
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The review revealed that John Hancock was in substantial pce with these
sections.
Comment on Long-Term Care Partnership Age : g Review
| Section 38.2-1318 of the Code of Vi i inations; how

t practicable, those’;
guidelines and procedures set forth in the i or any successor

‘Commission may deem appropriate?.. et Regulation Handbook isf

ientitled “Sampling” and sets f i ques and error tolerance ratios in
ust and efficacious policies and
;procedures, a random error may o appropriate for one or two alleged
%violations to constitute a finding of non-comp iance with a regulation or a statute or to
ﬁustify recommendations to change or enhance the Company's otherwise effectivei
5:policies and procedures. That is particularly the case where the single violation at issueg
lhere was previously contested on the merits by the Company. Given the totality of
lcircumstances, it would be more equitable for the Bureau to indicate that the Company

was in substantial compliance with the provisions of law at issue.
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VIl. UNDERWRITING/UNFAIR DISCRIMINATION/INSURANCE
INFORMATION AND PRIVACY PROTECTION ACT

The examination included a review of John Hancock’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 38.2.820;

Long-Term Care Insurance, §§ 38.2-5200 through 38.2-5210; 14 VAC 5-30-10 et

Rules Governing Life Insurance and Annuity Replacements; 14 VAC

Rules Governing Accelerated Benefits Provisions; 14 VAC 5-1

Governing Underwriting Practices and Coverage Limitations a

Immunodeficiency Syndrome (AIDS); and 14 VAC 5-200-10

Long-Term Care Insurance.

UNDERWRITING/UNFAIF

The review was conduct<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>